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SECURITIES AND EXCHANGE COMMISSION
FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended September 30, 2009

2. Commission identification number

3. BIR Tax ldentification No:  000-380-188-000

4. Exact name of registrant as specified in its charter :
PHILIPPINE SEVEN CORPORATION

5 Country of incorporation : PHILIPPINES

6. Industry Classification Code: ’7 (SEC Use Only)

7. Address of registrant’s principal office © 7' Floor, The Columbia Tower
Ortigas Avenue, Mandaluyong City
1501

8. Telephone number : (632) 724-44-41 to 51

9 Former name, former address and former fiscal year, if changed since last report

10. Securities registered pursuant to Section 8 and 12 of the Code, or Sections 4 and 8 of the
RSA

Mo. of Shares of Common Stock

Shares Cutstanding - Common . 287,074,920
Warrants -0-

11. Are any or all of the securities listed on the Stock Exchange?

Yes [ X 1] MNo [
Stock Exchange: Class/es of Securities listed
Philippine Stock Exchange - Common

12. Indicate by check mark whether the registrant:

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

Yes [ X ] No [ ]



and 141 of the Corporation Code of the Philippines, during the preceding tweive (12}
months (o for such shorter period the registrant was required to file such reports)

Yes [ X ] No [ !
b. Has been subject of such filing requirements for the past 90 days.

Yes [ X1 No [ 1
PART | - FINANCIAL INFORMATION

ltem 1. Financial Statements.

Please refer ta the attached.

ltern 2. Management's Discussion and Analysis of Financial Condition and Resuits of
Operations.

Please refer to the attached

PART il - OTHER INFORMATION

N/A

Pursuant to the requirement of the Securities Regulation Code, the registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

Registrant: PHILIPPINE 3 CORPORATION

Signature and Title: JOSE VICTOR P. PA

President and CEQ

Date; Novembar 13, 2008

Signature and/jtle:  YU-HSIU TSAI

Treasurer and CFO

Date: Movemberid, 2008



7th Floor, The Columbia TOWer, Ortigas Avenue,

PHILIPPINE SEVEN CORPORATION JRstemsnmr s e

www. T-gleven.com.ph

November 13, 2009

SECURITIES AND EXCHANGE COMMISSION
SEC Building
EDSA, Quezon City

Gentlemen:

In connection with the financial statements of Philippine Seven Corporation as of September
30, 2009, which will be submitied to the Philippine Stock Exchange (PSE), we confirm to the
best of our knowledge and belief, the following:

1. We are responsible for the fair presentation of the financial statements in conformity with
the generally accepted accounting principles.

2. There have been no;

a. Irregularities involving management or employees who have significant roles in the
system or internal accounting control.

b. lrreguiarities involving other employees that could have a material effect on financial
statements.

¢. Communication from regulatory agencies conceming non-compliance with or
deficiencies in, financial reporting practices that could have a material effect on the
financial statements.

3. There aré no;

a. Violations or possible violations of laws or regulations whose effects shouid be
considered for disclosure in the financial statements or as a basis for recording a loss
contingency.

b. Other material liabilities or gain or loss contingencies that are required to be accrued
or disclosed.

4, The accounting records underlying the financial statements accurately and fairty reflect
the transactions of the company.

5. The company has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged.

& Provision has been made for any material loss to be sustained.

7. We have complied with all respects of contractual agreements that would have a material
effect on the financial statements in the event of non-compliance.

A~ 254«
YL-HSIU TSAl
Treasurer and CFO
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STATEMENT OF MANGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Philippine Seven Corporation is responsible for all
information and representations contained in the consolidated unaudited
financial statements for the quarter ended September 30, 2009. The
Financial statements have been prepared in conformity with generally
accepted accounting principles and reflect amounts that are based on the
best estimates and informed judgment with an appropriate consideration to
materiality.

In this regard, management maintains a system of accounting and
reporting which provides for necessary internal controls to ensure that
transactions are properly authorized and recorded, assels are safeguarded
against unauthorized use of disposition and liabilities are recognized.

JOSE VICTOR P. PATERNO
President and CEQO

e
v
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{/’ YU-HSIU TSAI
Treasurer and CFO



PHILIPPINE SEVEN CORPORATION
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 3G, 2005

AND FOR EACH OF THE TWO PERIOD
ENDED SEPTEMBER 30, 2009 AND 2008



PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

AS OF SEPTEMBER 30, 2003

(With Comparative Figures for December 2008)

September 2003 December 2008
ASSETS
Current Assefs
Cash and cash equivalents 144,388,305 314 880,357
Receivables - net B0,558.802 145,854,513
Inventores - at cost 267 218,305 339,556,385
Prepayments and other current assets 238,295,320 117,947 178
Total Current Assets 730,460,732 918,238,433
Noncurrent Assets
Froperty and equipment - net 1,126,122,133 1.072,041,329
Deposits 156,517 822 132,695,470
Deferred income tax assels - net 38738774 39,738,774
Other noncurrent assets - net 116,919,886 101,471,945
Total Noncurrent Assets 1,439,298,615 1,345,947 518
TOTAL ASSETS 2,169,758,347 2,264,185,951
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Bank loans 410,000,000 330,000,000
Accounts payable and accrued expenses 476,961,703 B46,043,767
Income tax payable 23,392 hab 25,808,866
Cther current liabilities 225,385,493 174,586,972
Total Current Liabilities 1,135,738,762 1,378,529,605
Noncurrent Liabilities
Deposits payable 138,684 931 83,252 646
Net retirement obligations 40,243 462 35,827,737
Ceferred income tax fiability 1,384,241 1,384,241
Cumulative redeemable preferred shares 6,000,000 6,000,000
Deferred revenue - net of current portion 7,079,887 7,079,887
Total Noncurrent Liabilities 193,392,521 133,544,511
Total Liabilities 1,329,132,283 1,512,074,116

{Forward)



September 2000 December 2008
Stockholders’ Equity
Capital stock - 1 par value
Authorized - 400,000,000 shares
lssued - 261,663,450 and 237 938,250 shares as of
December 31, 2008 and 2007, respectively
[heid by 724 and 703 equity holders in 2008 and 2007,
Respectively] 261,663 450 261,663,450
Additional paid-in capital 293,525,037 93,525,037
Retained earnings 285,131,928 196,616,699
Revaluation increment in land - net of deferred income tax liability
3,229 B95 3,229,895
843 550,310 765,035,081
Cost of 686,250 shares held in treasury (2,923,246} (2,923,246)
Total Stockhoiders’ Equity 840,627,064 752,111,835
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 2,169,759,347 2,264,185,951




PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2008
{With Comparative figures for September 2008}

September 2008  September 2008

REVENUE
Revenue from merchandise sales 1 464,608,550 1,338,097 860
Franchise revenue 70,211,926.45 66,686,954
Marketing income 48, 217,342 20,637,167
Rent income 7197738 B.905,617
Commission income 5612301 5736614
Interest income 644 481 439,345
Cther income 0,489 751 13,656,366

1,605,968,100 1,454,159,923
EXPENSES
Cost of merchandise sales 1,049,776.,846 964,159.43
General and administrative expenses 495,797,942 447 212,872
Interest expense 6,309,194 6,168,529
impairment loss on goodwill - -
Loss an sale of property and equipment 787,265
Unrealized foreign exchange loss - net . .
Other expenses 1,060,168 1,331,424

1,552,974,151 1,419,659,541
INCOME BEFORE INCOME TAX 52,993,949 34,500,382
PROVISION FOR INCOME TAX 17,229,450 12,555,052
NET INCOME 35,764,499 21,845,330
TOTAL COMPREHENSIVE INCOME 35,764,499 21,945,330
BASIC/DILUTED EARNINGS PER
SHARE 0.14 0.09




PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009
(With Comparative figures for September 2008)

September 2009  September 2008

REVENUE
Revenue from merchandise sales 4,310,193,141 3,938,460 534
Franchise revenue 220,807 149 182,867,428
Marketing income 122 285 415 75,184 385
Rent income 21937296 28,933,287
Commission income 16,235,781 15,812,853
interest income 1,833,879 1,297 618
Other income 18,630 560 15,405,618

4,711,832,621 4,238,971,733
EXPENSES
Cost of merchandise sales 3,086,006,549 2,828,984 673
General and administrative expenses 1,470,524,345 1,313,492,352
Interest expense 20,940,825 18,114,608
Impairment loss on goodwill - -
Loss on sale of property and equipment - 2,022,966
Unrealized foreign exchange loss - net - {3.217)
COther expenses 3,228,318 3,560 466

4,580,780,137 4,167,171,848
INCOME BEFORE INCOME TAX 131,052,483 94,799,885
PROVISION FOR INCOME TAX 42,537,255 34,295 403
NET INCOME 88,515,229 97,504,482
BASIC/DILUTED EARNINGS PER
SHARE 0.34 0.24




PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSQLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE QUARTER ENDED SEPTEMBER 30, 2009

Addiioaal Revaluation
Paldin Relainad Incremend in: Tresaury
Capital Stook Cagital Eamings Land Hinck Folsl
BALANCES AS OF DECEMBER 1, 2008 257 958250 790,505 087 84,242,110 - {2523.248) BOD.THRISL.
Net Income fir tie year 5 = 54,828,138 - “64878,138
Hppraszal inorases invalue of |and, net of defarmed oot b Sabily° B - ) ki
BALANCES AS OF DEGEMBER 31, 2007 T SR 283 5I5037 136,070,244 299,168 12823.248) 867808477
Isstiance of $iock diVdents BTE 20 23,725 200) = -
Effect of changerin t rat n 2000 - 6T - 730,707
Nat ingams oy 118 year - B4 271,651 B4,271 251
BALANCES A OF DEGEMBER 3¢, 2008 P25T,581 450 P29,525,097 156,616,509 P3.228,005 P07, 245) R 752,111,625
Hiit ineaime for 1+ Qisstae” 13,367,824 - 13367525
BALANCES AS0F MARCH 21,2509 PIE1 BE3 450 PITSEENTT 700,884,524 P3.228,385 2,523,246} P-765,579 664
Mt i for 25 Cusacker 38,482 08 B0
BALANCES AS OF JUNE 30, 2000 W2 963,450 #20,825 037 B 243,367 4 #2,299,385 {P2.E23.246) # 504, 862863
Nt income for 3 Cuaitgr 95,764,499 35764409
FALAHNGES AR OF SEPTEMBER 00, 016 g memey  msie smms pemaw oM
BALANCES ASOF SEFTEMBER 30, 2005 381,683,450 - 2R3, 5B 0aT EER = 2099488 (293, 246] 725 111961




PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED SEPTEMBER 3¢, 2009
(With Comparative Figures for September 2003)

September 2009 September 2008
CASH FLOWS FROM CPERATING
ACTIVITIES
Income before income tax 52,993,949 34 500,382
Adjustments for:
Depreciation and amortization 46,778,330 36,714,182
Interest expense 6,300,194 f,168,529
Sale of propery and equipment - 787 265
Interest income (649.481) (438,345}
Saoftware and other program costs 1,514 947 415,600
Operating income before working
capital changes 106,946,929 78,145,613
Decrease {increase} in:
Receivables {26,418,080) {25,690,686)
Inventories 41,058,502 10,491,393
Frepayments and other current asse(s (4,128,457) 5,543 334
Increase (decrease) in:
Accounts payable and accrued expenses (157,460,836) 17022 757
Other current liabilites £8,235,965 1,959,148
Deposits payable 30,337 897 14,447 349
Net retirement obiigations 2,185,660 4 401,500
Cash generated from operations 60,756,780 102,321,808
income taxes paid 6,163,116 (11,816.718)
Interest received 649,49 433,345
Net cash from operating activities 67,569,287 90,544 437

{Forward)



CASH FLOWS FROM INVESTING

ACTIVITIES

Additions fa.

Property and equipment (89,224 522} (80,338 649)

Software and other program costs (1,514.847) {415,600)

Decrease {increase] in:

Deposits (9,392 898) {8,587 755}

Other noncurrent agsets (28,026,347 6,612,907

Net cash used in investing activities (128,159,114} .
{90,730,087)

CASH FLOWS FROM FINANCING

ACTIVITIES

Interest paid (6,308,154) (6,168,529}

Net cash from {used in) financing activities (6,309,184} (6,168,529)

NET INCREASE {DECREASE) IN CASH

AND CASH EQUIVALENTS {66,898,921) {5,954,183)

CASH AND CASH EQUIVALENTS AT

BEGINNING OF 3RD QUARTER 211,287,226 230,746 973

CASH AND CASH EQUIVALENTS AT

END OF 3RD QUARTER 144,288,305 224792784




PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
EOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009
(With Comparative Figures for SEPTEMBER 2008)

September 2009 September 2008
CASH FLOWS FROM OPERATING
ACTIVITIES
Incomie before income tax 131,052 483 81,799,687
Adiustments for:
Depreciation and amortization 137 552,047 111641149
Interast expense 20,940 825 19,114,608
Sale of property and equipment - 2072 967
Interest income (1,933,879 (1,297 618)
Software and cther program costs 2,284,334 1,246 709
Dperating income before working
capital changes 283 895 815 224 527,742
Decraase (increase) in: o
Receivables 65,295 711 {31,052,959)
Inventories 72,338,080 79,274,442
Prepayments and other cument assels (120,348,137 (151.411.874)
increase (decreass) in:
Aceounts payable and accrued expenses (362,082 D68} (14,022.996)
Other current liabilities 50,798,521 40,694,201
Depasits payable 05,432,285 23,432 987
Met retirement obligations 4415725 2611138
Defermad revenue 2 5
Cash generated from operations 55,745,932 174,052,632
income taxes paid (45,043,555} {35,508,037)
interast received 1,933,878 1,297,618
Mat cash from operating activities 12,636,256 139,342,213

(Forward)



CASH FLOWS FROM INVESTING

ACTIVITIES

Additions o

Praperty and equipment {191,632 852) {184,395,930)
Software and other program costs (2,284,338) (1,246,799)
Decrease (increase) in.

Deposits (32,822,352} (17.761,485)
Oiher noncument assets (15,447 341) 43594 721
Net cash used in investing activities (242,187 483) (159,808,493)
CASH FLOWS FROM FINANCING

ACTIVITIES

Payments of.

Bank loans (50,000,000 {45,000,000)
Availment of bank loans 130,000,000 g
Interast paid (20,840,825} (19,114,506}
Net cash from [used in) financing activities 59,089,175 {64,114,609}
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS {170,492 052) (84,081,889)
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR 314,880,357 308,873,944
CASH AND CASH EQUIVALENTS AT

END OF YEAR 144,388,305 2247592 0535

See accompanying Notes to Consoidated Financial Statermenls,



PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate information and Authorization
for Issuance of Financlal Statements

Corporate Information
Fhilippine Seven Corporation (the Company or PSC) was incorporated in the Philippines and registerad with

the Phifippine Securities and Exchange Commission (SEC] on November 2, 1982. The Company and its
subsidiaries (collectively referred to as “the Group"), are primarily engaged in the husiness of retailing,
merchandising, buying, sefling, marketing, importing, exporting, franchising, acquiring, holding, distributing,
warehousing, trading, exchanging or otheraise deafing in alt kinds of grocery items, dry goods, food or
foodstuffs, beverages, drinks and all kinds of consumer needs or requirements and in connection therewith,
operating or maintaining warehouses, storages, delivery vehicles and similar or incidental faciliies. The
Group is also engaged in the management, develupment, sale, exchange, and hoiding for investment or
oiherwise of reai estate of all kinds, including buildings, houses and apartments and other structures.

The Company is controlled by President Chain Store (Labuan) Holdings, Lid., an investment holding
company incorporated in Malaysia, which owns 36.55% of the Gompany's outstanding shares. The
remaining 43.41% of the shares are widely heid. The ultimate parent of the Company is President Chain
Store Corporation (PCSC, incorporated in Taiwan, Republic of China).

The Company has its primary fisting on the Philippine Stock Exchange. As of December 31, 2008, 2007 and
2006, the Company has 724, 703 and 708 stockholders, respectively.

The registered business address of the Company is 7th Floor, The Columbia Tower, Ortigas Avenue,
Mandafuyong City,

2. Gash and Cash Equivalents

Saptember 2009 December 2008

Cash on hand and in banks 143749 682 314,241,734
Cash eguivalents 538,623 638623
144,388,305 314,880,357

Cash in banks earn interest af the respective bank deposit rates. Cash equivalents 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 placement rates.

3. Receivables

September 2009 December 2008

Franchisee - net 95 537.050 76,968,185
Suppliers 41,084,310 61,850,671
Employess £,552 967 5,137,033
Current portion of lease receivable - net 14,073 2,317,248

Insurance claims 8,747,495 93402



Due from Philippine Foundation, Inc. (PRI}

53,683

Others 6 363 081 7,508,265
£9,298,976 154,594,687

_Less allowance for impalnment 8,740,174 B.740.174
80,558,802 145,854,513

The classes of receivables of the Group are as follows:

« Franchisee - pertains to receivables for the inventory loans gbtained by the franchisees at the start of

their store operalions.

« Suppliers - pertains to receivables from the Group's suppliers for dispiay allowances, annual volume

discount and commission income from different service providers,

« Employses - periains o car loans, salary loans and cash shortages from stores which are charged to

employees.

Receivable from suppliers are non-interest bearing and are generally on 30 to 90 days lerms.

4. Inventories

September 2009 December 2008
At cost
Warshouse merchandise and others 138,387 607 175,581,160
Store merchandise 128,830,608 163,975,225
267,218,305 339,556,385
5. Prepayments and Cther Current Assets
September 2003 December 2008
Input value-added tax (VAT) 138,200,965 66,075,401
Prepaid rent 24,562,194 15,464,928
Advances for expenses 7,675,046 11,077,907
Advances to suppliers 38,123,097 7,047,838
Prepaid taxes and licenses 5,304,263 1,867 481
Current portion of deferred lease (Notes 10 and 26) 1,519,365 1,519,365
Supplies 948 937 1,436,762
Prepaid uniform . 1,045,510
Others 20,761,451 11,611,986
238,295,319 117,947,178

8. Property and Equipment

Movements in propery and equipment are as follows:
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7. Deposits
September 2009 December 2008
Rent 119,185,805 G7 45,367
Uitilies 24,469,102 21,766,646
Refundable 9,378.168 9314 578
Others 3,484 046 3,968,879
156,517,822 132,695,470
8. OCther Noncurrent Assets
September 2002 December 2008
Goodwill 65,567 524 f5,567 524
Deferred lease - net of current portion 13,088,023 13,058,023
Software and program cost 8780085 10,778,423
Lease receivable - net of current partion 6,453,041 6,453,041
AFS financial assets 2,314,575 2314575
Others 20,746,638 3.300,35%
116,919,386 101,471,945




g, Bank Loans

Bank loans represent unsecured Peso-denominated short-erm porrowings from various local banks, payable in
lump sum in 2008 and 2007 with annual interest rates ranging from 6.75% to B60% in 2008, from 7.47% W
8.50% in 2007 and from 8.80% fo 8.80% in 2006, which are manthly repriced based on market conditions.

Movemants in hank lnans are as follows:

September 2009  December 2008

Beginning balance B 330,000,000 B 375,000,000
Avaiiment 130,000,000 40,000,000
Paymenits {50,000,000) (85,000,000
Ending batance ® 410,000,000 P 330,000,000

10. Accounts Payable and Accrued Expenses

September 2009 Becember 2008
Trade payable 315,004,661 697,108,015
Rent B7,320,380 85,020,970
Empioyes bengfits 19,579,486 22,364 011
Utilities 8,853,794 12,288,794
Qutsourced services 5,006,008 5,764 397
Advertising and promotion T.773,004 4,242 668
Security services 2,087 840 2,385139
Interest 504,764 1,825,689
Bank charges 1,765,611 1,678,000
Others 33,666,067 15,355,084
435,961,703 848,043,787
11. Other Current Liabilities

September 2009 December 2003
Mon-trade accounts payable 112,663,568 120,494,703
Retention payable 14,721,966 15,129,370
Withhelding taxes 11,714,477 11,929,560
Oufput VAT 66,483 550 10,095,837
Royalty 4,922 572 5,671,223

Current portion of deferrad revenue on:
Exclusivily contract 3,893,851 3913691
Finance lease 1,310,151 1,310,151
Others 9,655 498 5,038 237
225,385,492 174,566,972




12. Basic/Diluted Earnings Per Share
September 2009 December 2008
8. Netincome P 88,515,229 B 57504482
b. \Weighted average number
of shares outstanding 261,863,450 261,663,450
c.
Less weighted average number of
shares hald in treasury BEE.Z50 686,250
d. Weighted average number of shares
outstanding {b-c) 260,977,200 260,877,200
B
Basic/diluted earnings per share {ald) L 0.34 B 0.22
The Group does niot have potentially dilutive common shares as of Septemper 30, 2009 and December 31,
2008. Thus, the basic earnings per share is equatl (o the diluted eamings per share as of those dates.
The Group's outstanding common shares increased from 237,838,250 to 261,683,450 a3 a result of stack
dividend issuance equivalent tn 23,725,200 commeon shares approved o
June 18, 2008. Therefore, the calculation of basic/dihted eamings per share for ali periods presented has been
adiusted retrospectively.
13. Financial Instruments
The following table summarizes the carrying value and fair value of the Group's financial assets and financial
liabilities per class as of September 30, 2009
September 2000 December 2008
Carrying Value Falr Valus Carrying Value Fair Vaiue
FINANCIAL ASSETS
Loans and Recoivables
{ash and cash equivelents
Cash 143,748 £43 183,740,883 314,241,714 314,241,734
Cash equivalents 638,623 538,523 3B 623 634,623
144,388,305 144,398,305 314,880,357 314,880,357
Recaivabies:
Franchises 24,537 050 25,547,050 76,589 A5 76,960,185
Supphars 34,479 265 34.479.269 £5,045 530 55045630
Employess 352,967 B, 552,867 5,137,033 5,147,033
Cument porion of lease receivable 14073 14,072 7,357 248 2328007
Ingurance ciaims B, 747 445 6,747 495 935,402 938,402
D from PF| 0 0 53,883 53,883
Olhers 7,007 048 7,227 948 5373132 5.373,152
80,558,802 80,558,802 145,854,513 145,865,272

{Forad)




September 2008 Becember 2008
Carrying Value Fair Valus Carrying Value Falr Value
Deposits:
Litilities 24 489,102 24,469,102 21,766 546 21,766 546
Refundabla 9,378,189 9,378,160 2,314,578 11,683 424
Chers 3,484 645 3484 546 3.568.679 3.068,879
ATIHT I 35,050,103 3T §1B.040
Cither noncument agsats - lease receivable
-net of cunert partion: 6,453,041 £,405,327 B.453,041 5,405,327
Total Lozns and Recelvables 268,732,065 265,664,351 502,238,014 504,769,905
AFS Financlal Aszete 2314 575 2314575 2144875 24,575
TOTAL FINAMCIAL ASSETS 271,045,640 270,998 926 504,552,589 507,084,480
FINANCIAL LIABRLITIES
Other Financial Liabliities
Ban loans 440,000,000 A10:000,000 330000000 330,000,000
Acoounts payable and sccruad expensos
Trate payable 319,004 661 J13.004 561 H97, 108,015 87 108.015
Rent B7320,380 87,320,380 85,070,570 65,620,870
Employes benefits 18,579,485 18,579,488 22,3401 22,364,011
Utifliss 8,853,754 B.853,734 12,288,704 12,268,794
Dutsourced senices 5,006,028 5,008095 5,764 57 5,764 897
Advertising and promodicn: FTA0E 777304 4,242 568 4,242 568
Security senvices 2,087,840 2087 A40 2,395,138 235,139
Interast 904 TE4 204,764 1,625,568 1,625,580
Bark chamges 1765641 f,765.611 1,678,000 1,678,000
Others 33 666,067 33 6e5,087 15,355,584 15,355,584
485,961,703 485,961,703 B43,043, 787 843,043,767
Other curront iabiliies;
Mondrade aceounts payable 112,653,588 112,653 588 120,404 703 120,494 703
Redention payable 14,721 966 14,721 9EG 15128370 15,178,370
Royalty 4522 572 4522572 5671223 £8M.223
Cihers 9,655 4% 5,665,459 6.038.237 6.038.257
141,963,624 141,963,624 147,333,533 147,333,533
Curnulative wdeemable prefarad shares 6,000,060 B.000.000 6,000,006 6,000,000
TOTAL FINANCIAL LIABILITIES 1,043,925,327 1,043,826,327 1,331,377.300 133,377,300

Fair Value Information

Current financial assets and financial liabilities

Due lo the shor-term nature of the transactions, the fair vaiue of cash and cash equivalents, recefvables
{except for lease receivables), accounts payable and accrued expenses and other current liabiiities
approximates carrying amount as of balance sheet date.

Lease recefvables

The falr value of lease receivable is delermined by discounting the sum of future cash flows using the prevailing
markat rates for instruments with similar maturities as of December 31, 2008 and 2007, which is 6.63% and

5.97%, respectivaly.



Uity and other deposits _ .
The fair value of utiiity and other deposits approximates its carrying value at it eam interest based on repriced

markel conditions.

Refundable doposits

The fair value of deposits is determined by discounting the sum of future cash flows using the prevailing market
rates for instruments with simitar maturities as of December 31, 2008 and 2007 ranging from 8.73% to 9.32%
and 5.86% to 7.61%, respectively.

AFS financial assets
The fair value of unquoted available-for-sale financial assets is not reascnably determinable, thus, batances are

presented at cost.

Bank loans
The carrying value approximates fair value because of recent and monthly repricing of related interest based on

market conditions.

Cumilative redeemabla preferred shares

The camying value approximates fair vaiue because cormesponding dividends on these shares that are charged
as interest expense in the consolidated statement of income are based on recent treasury bill rates repriced
annualy at yearend.

14.

Financial Risk Management Objectives and Paolicies

The main risks arising from the Group's financial instruments are credil risk, liquidity risk and inferest rate risk.
The BOD reviews and approves policies for managing each of these risks and they are summarized below.

Credit Risk

Credil rigk i the risk that one party to a financial instrument will cause a financial loss to the other party by
falling to discharge an obligation. The receivable balances are menitored on an ongoing basis with the result
that the Group's exposure fo impairment is not significant. The Group deals only with counterparty duly
appraved by the BOD.

The following table provides information regarding the maximum credit risk exposure of the Group as of
December 31

20089 2008

Cash and cash equivalents:
Cash in bank {excluding cash on hand) 126,370,579 34,241 74
Cash equivalents 638,623 638,623

127,008,202 314,880,357
Receivables; :
Franchisee 25,537,050 76,985,185
Suppliers 34,479,269 55,045,630
Employees £,552 967 5137033
Curmrent portion of lease receivables 14,073 2317 248
insurance claims 6,747 455 938 402
Cue from PFI 0 53,883
Cthers 7,227,948 5,373,132

80,558,802 145,854,513

{Forward)



2008 2008
Deposits:
Utilities 24 488102 21,766,646
Refundable Y378 189 9,314,578
Qthars 3,484,646 3,968,879
_ 37,331,917 35,050,103
Other fioncurment assets:
Laase recenvables - nat of current portion 5,453,041 6,453 041
AFS financial assets 2,314,575 2,314 575
8,767,616 8,767 616
253,667,537 504,552,588
The Group uses the following critera to rate credit quality as follows:

Class ) Dascription
High Grade Financial assets that have a recognized foreign or local third

party rating or instruments which carry guarantylcoliateral.

Standard Grade Financial assets of companies that have the apparent ability to

satisfy its obligations in full.
The credit quality of the financial assets was determined as follows:

Cash and cash equivalents are classified as high grade since these are deposited or transacted with reputabie
banks which have low probabilily of insclvency,

Receivables from the franchisees are classified as high grade since coliections are atomatically obtained from
the franchisees’ holding account. The Group has the custody of the franchisees’ cash,

Receivables excluding receivables from the franchisees, depesits and other noncurrent assels are classified as
standard grade since these pertain o receivables considered as unsecured from third parties with gocd paying
habits.

The foliowing table provides the analysis of financial assets that are past due but not impaired and past due and
impaired:

Septembar 2009
Agirig analysis of financisl sssets past due but not impaired Past due and
31 ta 60 Days &1 to B days = %0 days Total impaind Totaf
Receivabies:
Suppliers = 18,750,868 18,250 668 GA05041 24BE5209
Ohers - - - 2135,513 2135133
- . 5,164,083 £, 184 083 granird 25991042
December 2008 B
Aging anabysts of financlal sysets past dus but not impaired Past due and
Miobhdays  61fo 90 days > Ul dzys Totl impained Tatal
Feceivabies:
Supphers 1,353 584 B4 D4 457 FO5E 211 3,374,278 5 505 04t 9,973,219
Others - I - 2135133 213518
F1,353 588 4 040 457 PaE 233 #3374,278 P T40, 174 P12, 114 452

Receivables from suppliers are non interest-bearing and are generally on 30-day to 30-day terms.

There are no significant concentrations of credit risk within the Group.



Liquidity Righ

Liquidity risk is the risk that an enfity will encounter difficulty in meeting obligations associated with financial
instruments, The Group seeks to manage s liquidity profile to be abie to finance its capital expenditures and
gerdce ite matuting debls. To cover for its financing requirements, the Group intends to use internally
generated funds and sales of certain a3sals,

As part of its liquidity risk management program, e Group regularly evaluates projected and actual cash flow
information and continuously assesses conditions in the financial markets for opportunities to pursue fund
raising initistives. These initiatives may inciude drawing of loans from the appeoved credit line intended for
working capital and capital expenditures purposes and equity market issues.

The table below summarizes the maturity profile of the financial assets and liabilities of the Group based on
remaining undiscounted contractual obligations:

interest Rate Risk

Interest rate risk is Ihe risk that the fair value or future cash fows of a financial instrument will fluctuate because
of changes in market interest rates. The Group's fair value and cash flows interest rate risk mainly arise from
bank loans with floating interest rates. The Group Is expecting 1o substantiafly reduce the level of bank loans
within the next throe years. Intemally generated funds coming from its cash generating units and from #s
franchising business will be used lto pay off outstanding debts and consequently reduce the interest rate
exposure.

The maturity profiles of financial inetruments that are exposed io interest rate risk are as foliows:

) 2009 2008
Due in less than ong year ¥ 410,000,000 B 330,000,600
Rate 8.75%-8.60% B.50%-8.60%

Interest of financial instruments classified as floating rate is repriced at intervals of 30 days. The other financial
instruments of the Group that are  not included  in the above tables  ame
non-interest bearing and are therefore not subject lo interest rate Ask.

The following tatle demenstrates the sensitivity o a reasonably possible change in interest rates, with all other
variables held constant, of the Group's income before income tax (through the impact on floating rate
bomowings):

2008 2007
Increass/ Effect on increasal Effecton
Degreasein  Income Before Deceeasein  Income Before
) Basis Points Income Tax Basis Poinls Income Tax
Biank ioans - floading interest rate +100 3,300,000 +190 F3,750,000
-100 (3,300,000} -100 {3,750,000)

There is no other impact on the Group's equity other than those already affecting the profit or loss.



Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obiigations associated with fnancial
instruments. The Group seeks lo manage s liquidity prafile to be able to finance s capital expenditures and
service fts maturing debts. To cover for its financing requirements, the Group intends lo use intemally
generaled funds and sales of certain assets.

As part of its liquidity risk management program, the Group regularly evaluates projected and actual cash flow
information and continuously assesses conditions in the financial markels for opportunities to' pursue fund
raising initiztives. These initiatives may include drawing of loans from the approved credit line intended for
warking capital and capital expenditures purposes and equity market issUes,

The table below summarizes the maturity profila of the financial assets and flabilities of the Group based on
remaining undiscounted contractual obligations:

[nterest Rate Risk

Interest rate risk s the risk that the fair vaius or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Group’s fair yalue and cash flows interest rate risk mainly arise from
bank ioans with floating interest rates, The Group is expecting lo substantially reduce the level of bank loans
within the next three years. Intemally generated funds coming from ils cash generafing units and from its
franchising business will be used to pay off outstanding debts and consequently reduce the interast rate
EXpUsUre,

The maturity profiles of financial instruments that are exposed to interest rate risk are as follows:

2009 2008
Due in less than ane year B 410,000,000 B 330,000,000
Rate 5.75%-8.60% £.50%-8.50%

Interest of financial instruments classified ss floating rate is repriced at intervals of 30 days. The other financial
instuments of the Group that  are  net included in  the above lables are
non-interest bearing and are therefore not subject to inlesest rate nsk.

The foliowing table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other
variables held constant, of the Group's income before income tax {through: the impact on floating rate
bomowings):

2008 2007
Increase! Effect on Increaas/ Effect on
Dacreasein  lncome Before Decreasein  Income Before
Basis Points fncome Tax Basis Painis lncome Tax
Bank loans - floating interest rate +160 B3,300,000 + 100 B3, 750,000
-109 (3,300,000} -100 £3,750,000)

There is no other impact on the Group's equity other than those already affecting the profit or loss.



Management’s Discussion and Analysis of Financial Condition
and Results of Operations for the Third Quarter of 2009

SELECTED FINANCIAL DATA

_ Q3 2009 Q32008 |

(amount in thousands, except EFS)

 SYSTEM WIDE SALES R1,714,258 B1,543,565
| Statement of Income Data:

Revenues and other income -
Sales of merchandise 2 1,464,610 B 1,338,098
Commission Income 5,612 5,737 |
QOthers (Net) 135,746 110,325

| Cost and expenses _ |
General & Administrative Expenses (495,798) (447,213
Interest Expense (6,309) (6,169)
Cost of merchandise sold (1,049,777) (964,159)
Net income (loss) 35,764 21,945 |
Earnings (loss) per share B0.14 B 0.09
 Balance Sheet Data:
Total assets B 2,169,759 B 2,264,186 |
Total liabilities 1,329,132 1,512,074
Total stockholders’ equity 840,627 752,112 |

Cash Fiow Data: _

Net cash from operating activities B 67,569 B 90,944

_ Net cash used in investing activilies (128,189} (90,730}
Net cash used in financing activities (6,309) (6,169) |
|

QVERVIEW

Philippine Seven Corporation (PSC) operates the largest convenience store network in
the country. It acquired from 7-Eleven Inc. of Dallas, Texas the license to operate 7-
Eleven stores in the Philippines on December 13, 1982. Operations commenced with the
opening of its first store on February 29, 1984. Considering the country's economic
condition in the early 80's, the Company grew steadily in the first few years of its
existence. In 1893, PSC, encouraged by the resilient economy, stepped up its rate of
expansion.

As of September 30, 2009, PSC has grown to 401 stores, It is sustained by a manpower
complement of 1,122 employees engaged in store operations and in various support
service units. Despite the growing competition in the C-store (Convenience Store)
business, the Company maintaings its leadership in the industry.



- Eleven derives its revenues principally from retail of merchandise, commission an
sarvices and franchising activities, Its primary expenditures consist of cost of goods,
general and administrative expenses, interast and incomes axes.

PSC seeks to mest the needs of convenience customers and maintain a leadership
position in the C-store industry by taking advantage of economies of scale, technology,
people and a widsly recognized brand. Its vision is to be the best retailer of convenience
in emerging markets.

THREE MONTHS ENDED SEPTEMBER 30, 2009 COMPARED TO THREE MONTHS
£NDED SEPTEMBER 30, 2008

Despite of the economic siowdown and inclement weather pattemn, PSC managed to
register an 11% top line growth during the third quarter of 2009. This was mainly due to
the expansion of its store base. Net income grew by more than 60%% year on year to
about P 35.8 million.

7.Eleven is working to optimize the earmings of its stores by improving merchandise
assoriment and ensuring stock availability. It also aims 1o open new stores in strategic
locations to further strengthen its foothold in the markets where it is present. The
Company also continues 10 svaluate the performance of stores that dragged profitability.
In the second quarter, 24 new stores were opened and 6 underperforming stores wers
closed. These efforts are geared towards the goal of the organization of enhancing
shareholder value.

Revenues and Other Income
Revenues

Total revenue from merchandise sold in Q3 2009 reached P1.46 billion, up by 9%
compared to P1.34 billion in the same period last year.

System wide sales, which represents the overall retail sales to customers of corporate
and franchise operated stores reached P1.71 billion in Q3 2009 vis-a-vis P1.54 billion in
Q3 2008 or an increase of 11%.

Commissions earmed from the services category went down by 2 percent to P 5.6
million. Growth was registered from new services such as bills payment of cable TV and
consigned goods which accounted for 26% of the total commission at end of the period.

On the other hand, gross profit reached P414.8 million in the third quarter, P41 million
higher compared to the P373.9 million registered in the same period last year. Gross
margin is pegged at about 28.3%, aimost the same with the previous year, Further,
aggregate merchandise transfers to franchised stores reached P262 million, up by 11%
from P325 million in Q3 2008.

Other fncome
Other incorme consists mainly of marketing income, franchise revenuss and rent income

from rentable spaces. Totai other income for the third quarter reached P125.6 million,
up by 31% from P36 million registered last year,



Franchise revenue rose to P70 million from P67 million in Q3 2008 as a result of the
inareased number of franchise operated stores from 191 stores in Q3 2008 to 219 stores
at the end of Q3 2009. Franchise fees amounted to P7 milion and P12 million in the
third quarter of 2009 and 2008, respectively; while, franchise revenues increased by P3
million. However, rent income fell by 18% due to closure of stores with rentable spaces.

Cost and Expenses

Operating expenses in QO3 20039 totaled P496 million and is 11% higher compared to
third quarter of 2008. Ratio of expenses 10 system wide sales stood at 29% during Q3
2009 compared to 28% of Q3 last year.

Communication, fight & water which accounted for 20% of the total G&A in Q3 2009 is
the highest contributor. This i3 followed closely by Outsourced Services at 15% and
Rent, accounting for 14% of the total.

In the third quarter, personnel costs aggregated P71 million, versus PB4 million last year.
Aatio to sales revenue is 4% and 5%, in 2009 and 2008, respectively. Personnel costs
include salaries and wages at P43 million, employee benefilts at P25 million and
retirement benefits at P2 millicn.

Communication, light and water amounted {0 P85 million or 5.5% of total sales revenue
and is slightly higher than last year's rate of 5.3%.:

Advertising and promaotion expenses amounted to P16 million, 3 percent higher than the
amount of the expenditure level in Q3 2008. This is equivalent of 1% of sales in 2009
and 2008.

Interest Expense

Interest expense during the period reached P6.3 million, 2% higher than last year's level
of P6.2 millicr. Bank loans increase from P330 rillion in 2008 to P410 million as of end
ot third guarter.

Net Income

Net Income generated during Q3 of 2009 reached P25.8 million, 63% higher compared
to the P21.9 million income level registered the same period last year. The better results
in the current year can be attributed tc the aggregate growth in revenuss complimented
by effective cost managemaent.

Liquidity and Capital Resources

The Company obtains the majority of our working capital from these sources,

» Cash flows generated from our retailing operations and franchising activities
= Borrowings under our revolving credit facilily



PSC believes that operating activities and available working capital sources will provide
sufficient fiquidity in 2008 10 fund capital expenditures and debt service. The following
are the discussion of the Sources and uses of cash during the third quarier.

Cash Flows from Operating Activilies

Net cash generated by operating activities reached P67.6 million compared to PS0.9
miliion in Q3 2008. The decline in cash provided by operating activities can be partly
attributable to higher disbursements 1o settle payables. Moreover, receivables posted a
net decrease of P26 million.

Cash Flows from Investing Activities

Net cash used in investing activities reached P91 million during third quarter last year
compared to net cash out flow of P128 million in the current year. Major cash outlay
went to the procurement of store equipment and new store constructions in line with
PSC expansion.

Majority of the company’s commitments for capital expenditures for the year are for new
store constructions and renovations. Funds for these expenditures are expected 1o come
from the anticipated increase in cash flows and from additional borrowings if the need for
such may arise.

Cash Flows from Financing Activities

Net cash outflow from financing activities in the third quarter amounted to P6.3 million
arising from the interest payment during the quarter. As of September 2009, bank loans
increased to Php4 10 million from Php330 million at the beginning of 2009,

Financial Condition

Cash and cash equivalents in 5009 decreased to P144.4 million from P314.9 al the
beginning of the year. This was driven by the increase in prepayments and other assets
and the decrease in trade liabilities and income tax payable.

Receivables decreased by P85.3 million while inventories were reduced by P72.3
million. This resulted into a net decrease in total current assets by P187.8 million. Total
current asset aggregated P730.5 million or 20°%, lower from the beginning of the year,

Property and equipment, net of accurmnulated depreciation increased by about P54
million as a result of continuous store expansion.

Total current liabilities decreased by P243 million this is primarily due to the decrease in
trade payable and accrued expenses. Gurrent ratio remained at 64%.

Stockholders’ equity at the end of September 2009 comprises 39% of total assets,
compared to 33% at the beginning of the year. Consequently, debt to equity ratio is1.6
to 1, from 2.01 to 1 at the and of 2008.



DISCUSSION OF THE COMPANY'S KEY PERFORMANCE INDICATORS

System Wide Sales

System-wide sales represents the overall retail sales to customers of corporate and
franchise-operated stores. This grew by 11% to P1.7 hillion from P1.5 billion in the
same period last year due 10 increase in number of operating stores.

Gross Margin

This is the ratio of sales, less cost of sales but before considering selling and general
expense, other income and income deduction over sales and expressed in terms of
percentage. Gross margin i the third quarter improved to 28.3% dus 10 increasing
share of food items with higher vield.

Return on Equity (ROE}

The ratio of the net income over stockholders' equity and a measure of the efficiency
with which a company employs owners’ capital. At the end of the third quarter, ROE
stood at 4.2%, higher than the 2.9% registered a year ago.
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