Fist Gen.

August 15, 2008

The Philippine Stock Exchange, Inc.

4" Floor, Philippine Stock Exchange Centre
Exchange Road, Ortigas Center

Pasig City

Attention: Atty. Pete M. Malabanan
Head, Disclosure Department

Gentlemen:

We are hereby submitting an Amended SEC Form 17-Q (Quarterly Report) for the period
ended June 30, 2008. Please note the following amendments to SEC Form 17-Q which was
filed yesterday:

1. MD&A

a. page 14 (Cash and cash equivalents) — discussion regarding the payments of principal
portion of loans amounting to a total of $411.2 million [instead of $244.3 million]

b. page 19 (Cash and cash equivalents) — discussion regarding the principal payments on
loans amounting to a total of $379.3 million [instead of $212.3 million]

2. Consolidated Financial Statements — Unaudited Consolidated Statement of Cash Flows

a. CASH FLOWS FROM QPERATING ACTIVITIES
i. Netunrealized foreign exchange (gain) loss for 2008 - $63,349 [instead of
($164,553)] '
it. Equity in net earnings of an associate for 2008 — ($2,320) finstead of (82,319)]
iii. Income before working capital changes for 2008 ~ $313,254 [instead of $85,353]
fv. Net cash provided by operating activities for 2008 - $284,296 [instead of $56,393]

b. CASHFLOWS FROM INVESTING ACTIVITIES
i.  Increase in other noncurrent assets for 2008 — ($77,297) [instead of (816,340)]
ii. Netcash provided by (used in) investing activities for 2008 — ($48,999) [instead
of $11,958]

¢. CASH FLOWS FROM FINANCING ACTIVITIES
i, Payment of long-term debt for 2008 — ($350,139) finstead of ($183,215)]
ii. Net cash used in financing activities for 2008 — ($262,906) [instead of (§93,962)]

Thank you.

Very truly vours,

Asst. Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 47 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2}(b) THEREUNDER
1. For the quarterly period ended June 2008
2. Commission identification number A1998-18260
3. BIR Tax Identification No. 202-464-633-000
4. Exact name of issuer as specified in its charter FIRST GEN CORPORATION

5. Province, country or other jurisdiction of incorporation or organization Philippines

6. Industry Classification Code: (SEC Use Only)

7. Address of issuer's principal office Postal Code

3" Floor Benpres Building, Exchange Road cor. Meralco Ave., Pasig City

8. Issuer's telephone number, including area code {632) 449 - 6400

9. Former name, former address and former fiscal year, if changed since last report N/A

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

Title of Each Class Number of Shares of Common Stock
Qutstanding and Amount of Debt Outstanding
(as of June 30, 2008)
Common Stock 809,666,226 shares
Bonds Php §,000,000,000

11. Are any or all of the securities listed on a Stock Exchange?
Yes [X] No [ ]
if yes, state the name of such Stock Exchange and the classfes of securities listed therein:

The company’s common shares are listed with the Philippine Stock Exchange, Inc.,
and its US$260.0 million, 2.50% convertible bonds due 2013 are listed with the
Singapore Exchange Securifies Trading Limited.




12. Indicate by check mark whether the registrant:

(&) 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 [ ]
{b) has been subject to such filing requirements for the past ninety (90) days.

Yes [X] No [ ]

PART I--FINANCIAL INFORMATION

Item 1. Financial Statements.

Attached to this report as Annex “A” are the Corporation's unaudited consolidated financial
statermnents as of and for the periods ended June 30, 2008 and 2007.

itemn 2, Management's Discussion and Analysis of Financial Condition and Results of
Operations.

First Gen Corporation (First Gen) operates principally through its operating companies First Gas
Power Corporation (FGPC), FGP Corp. (FGP), Bauang Private Power Corporation (BPPC), First
Gen Hydro Power Corporation (FG Hydro), FG Bukidnan Power Corporation (FG Bukidnon) and
the newly-acquired Energy Development Corporation (EDC), formerly PNOC-EDC, through Red
Vuican Moldings Corporation (Red Vuican), following the successful bid for the Government's 60%
controlling stake in EDC (collectively referred to as "First Gen Group”). The following discussion
focuses on the results of operations of First Gen and its six (8) power generating companies. First
Gen's ownership interests in these operating companies are indirectly held through intermediate
holding companies, with the exception of FG Hydro which is directly and wholly-owned by First
Gen.

A. FINANCIAL RESULTS FOR THE PERIODS ENDED JUNE 30, 2008 AND 2007

Financial Results for the periods ended June 30, 2008 and 2007

CONSOLIDATED (UNAUDITED)
(Amounts in USD thousands) 2008 2007
Income Statement Data
Revenues $856,944 $531,976
Income before income tax $135,212 $117,801
Net income attributable to Equity Holders of
the Parent $14,709 $71,855




For the periods ended June 30

December 31

(Amounts in USD thousands) 2008 2007 2007
{Unaudited) (Audited)
Balance Sheet Data
ASSETS
Total current assets $728,883 $746,959 $768.427
tnvestment in an associate 24,734 24,655 32,864
Long-term receivables - net of current portion 789,736 41,229 868,898
Praperty, plant and equipment - net 746,728 738,617 770,858
Goodwill 1,069,779 47,954 1,070,803
Intangible assets 251,356 10,392 276,575
Deferrad tax assefs 69,839 - 73,738
Input value added taxes — net 12,643 4,413 11,5652
Qther noncurrent assets 184,001 119,343 151,688
Total Assets $3,877,699 $1,733,562 34,025,403
LIABILITIES AND EQUITY
Total current liabilities $820,825 $248,213 $865,119
Bonds payable 359,172 106,818 119,602
Long-term debt — net of current portion 1,197,170 353,033 1,531,189
Obligations to Gas Sellers — net of current portion 9,378 36,812 26,134
Royalty fee payable — net of current portion 34,969 - 30,853
Deferred payment facility with PSALM - net of current
partion 56,638 65,675 51,288
Derivative liabilities 4,565 - 1,315
Obligations to power plant contractors — net of current
portion - - 2,325
Retirement and other post-retirement liability 22,544 352 23,957
Deferred tax liabilities 22,428 31,467 15,553
Other noncurrent liabilities 80,919 68,946 73,879
Total Liabilities $2,618,608 $911,316 $2,751,114
Equity attributable to Equity Holders of the Parent 646,948 616,328 611,093
Minority Interests 612,143 205,818 663,196
Total Equity 1,259,091 822,246 1,274,289
Total Liabilities and Equity $3,877,699 $1,733,562 $4,025,403




RESULTS OF OPERATIONS

June 2008 vs. June 2007 Results

CONSOLIDATED INCOME STATEMENT
Revenues

Based on the unaudited censolidated financial statements for the period ended June 30, 2008,
First Gen's revenues rose to $856.9 million, up by 61.1% or $325.0 million higher than the
revenues reported for the same pericd last year.

The net increase was primarily due to higher revenues from the sale of electricity which went up in
by $248.4 million or 48.2% in 2008 as a result of the following major factors:

» Revenues from the sale of electricity of EDC amounted to $127.1 million for the first half of
2008;

s Fuel charges increased by $117.6 million or 36.1% to $443.5 million in the first half of
2008 compared to the same period last year as a result of higher combined dispatch of the
gas plants and the higher average price of natural gas during this period. Santa Rita and
San Lorenzo posted a combined average dispatch rate of 85.0% for the first half of 2008
translating to a net generation of 5,858 GWh, 8.7% higher compared to the net generation
during the same period in 2007. The average price of natural gas during the first half of
2008 was about $10.46/GJ, 27.1% higher than same period last year's average of
$8.23/GJ.

* The fixed O&M element posted an increase of $3.0 million or 10.7% due to the increase in
Net Dependable Capacity (NDC} of Santa Rita and San Lorenzo and the upward CPI
adjustments. The average NDC values of Santa Rita and San Lorenzo in the first half of
2008 are 1,046.8 MW and 531.8 MW, respectively. These are higher than the NDC values
irt 2007 by 4.0% or 40 MW for Santa Rita and 5.6% or 28 MW for San Lorenzo with the full
installation of the power augmentation projects during the latter part of 2007.

» Variable O8&M charge also increased by $1.3 million or 12.6% as a result of the higher net
generation during the period and the upward CP! adjustments.

+ Capacity charges for Santa Rita and San Lorenzo increased by $3.3 million or 4.6% and
$2.2 million or 6.1%, respectively, from the previous year due to the higher average NDC
of both Santa Rita and San Lorenzo in the first half of 2008.

* The above increases in revenues from sale of electricity were partially offset by lower
electricity sales from Pantabangan-Masiway plant by $6.2 million or 22.1% in the first half
of 2008 due to the combined effect of lower generation and WESM prices as compared to
the same period in 2007. Pantabangan-Masiway plant posted a dispatch of 42.3%
equivaltent to 208.1 GWh of gross generation, lower than last year's dispatch of 59.3%
equivalent to 290.2 GWh of gross generation mainly due to lower irrigation requirement for
the first haif of 2008.

The recognition of EDC's sale of steam for the first haif of 2008 amounting to $51.1 million further
increased the revenues for the period.

Other revenues also increased with the recognition of EDC's interest income on service
concession amounting to $25.4 million and revenues from drilling services amounting to $8.3
million.




Interest income decreased by $8.9 million or 56.7%. The net decrease was due to lower inferest
income from short-term cash investments at FGPC and at the First Gen parent level by $3.1
million and $5.8 million, respectively, as'a result of lower cash balances during the period.

Net Income

First Gen's consolidated net income in the first half of 2008 were lower by 32.0% or $34.8 million
at $74.1 million compared to same period last year's net income of $108.9 million for the same
pericd. The decrease is mainly on account of the following:

» interest expense and financing charges of Red Vulcan amounting to $20.1 million;

» at the Parent level, higher interest expense and financing charges by $22.7 million, higher
foreign exchange loss by $5.3 million, lower interest income by $5.8 million, and higher
professional fees by $2.5 million resulting from underwriting fees in relation to the issuance
of a convertible bond and the availment of new loans in order to prepay debt at the Red

Vulcan level;

e lower net income of FGPC by $22.7 million mainly due to the expiration of its Income Tax
Holiday (ITH} in May 2007, higher deferred income tax following the depreciation of the
Philippine peso against the US dollar, and lower interest income during the period,;

e lower net income of FGP by $10.3 million mainly due to the extraordinary income
recognized in 2007 from its insurance claim and the fuel adjustment;

+ lower net income from FG Hydro by $10.9 million due to lower generation and WESM
prices in the first half of 2008 compared to the same period last year and foreign exchange
loss of $5.5 million; and

» lower share in net earnings from Bauang in the first haif of 2008 by $2.2 milfion.

The above decreases were tempered by the recognition of EDC’s net income for the first half of
2008 amounting to $58.2 million and gain on derivative amounting to $9.8 million in connection
with First Gen’s convertible bonds.

First Gen's equity share in net earnings for the semi-annual period ended June 30, 2008 amounted
to $14.7 million.

CONSOLIDATED BALANCE SHEET

Assets

Major movements in the consolidated balance sheets of First Gen from June 2007 to June 2008
resulted in a net increase of $2.1 billion in First Gen Group's consolidated total assets. The
increase is a result of the following major movements:

e the recognition of provisional goodwill' following the successful acquisition of a 60%
controlling stake in EDC. This resulted in an increase in the account by $1.0 billion;

s the recognition of EDC's concession receivables amounting to $826.5 million resulting
from the early adoption of Philippine Interpretation IFRIC 12 in 2007:

+ increase in accounts receivable by $126.5 million on account of the recognition of EDC's
frade and ofher receivables;

+ the recognition of intangible assets amounting to $191.5 million from EDC's service
concession for the Northern Negros Project;

e the recognition of $141.7 million of EDC’s noncurrent assets consisting of deferred tax
assets, input VAT, expioration and evaluation assets, prepaid expenses, deferred royalty
fees, and other noncurrent assets:

! Provisional goodwill is subject to adjustment within a twelve-month period from acquisition date.




increase in inventories by $41.4 million resulting from the replenishment of fuel consumed
during the Malampaya outage, adjustments to the liquid fuel account, and the recognition
of EDC's spare parts and supplies inventory;

the recognition of EDC'’s propetty held for sale amounting to $37.3 million and available-
for-sale investments amounting to $21.3 million;

The foregoing increases were tempered by the following:

a reduction in cash and cash equivalents of $288.7 million due to the payment of the
purchase price for the acquisition of the 60% controlling stake in EDC and the coentinuous
debt service of the Company's and the operating subsidiaries' loans; and

a reduction in the prepaid gas account of $15.9 million corresponding to the banked gas

.recovered in 2007.

Liabilities and Equity

Total liabilities increased by $1.7 billion to $2.8 hillion as of June 2008 from $911.3 million as of
June 2007 due to:

recognition of EDC's current and noncurrent portion of long-term debt amounting to $563.4
million, which is mostly denominated in Japanese Yen;

the staple financing at Red Vulcan level of $383.2 million and short-term debt at the First
Gen parent level of $410.1 million as of June 2008, which were availed to partially fund the
acquisition of the 60% controlling stake in EDC;

increase of $252.4 million in the Bonds payable account resulting from the issuance of
Firet Gen's convertible bonds due 2013 and higher payable on the Peso bond with the
appreciation of the Philippine peso against the Dollar (i.e. from B46.246 last June 30, 2007
to R44.900 on June 30, 2008);

increase in Accounts payable and accrued expenses account by $94.7 million due to the
recognition of trade and other payables of EDC and the increased payables to the gas
sellers as a result of higher fuel price and plant dispatch;

the recognition of Royalty fee payable amounting to $42.0 million in connection with the
seven (7) service contracts of EDC with the Department of Energy (DOE). By virtue of PD
1442, the DOE granted EDC the right to explore, develop and utilize the country's
gecthermal resources subject to sharing of net proceeds with the Philippine government.
The said royalty fees are payable to the DOE and the Local Government Uniis (LGU)
under the terms of the geothermal service contracts;

an increase of $24.7 million in income tax payable due to the recognition of EDC’s income
taxes due and the expiration of FGPC's ITH in May 2007,

the recognition of EDC’s retirement and post-retirement liability amounting to $21.5 million;

the recognition of derivative liability at the First Gen parent level amounting to $11.1 million
in connection with the issuance of its convertible bonds:

the increase in other non-current liabilities with the recognition of EDC’s long-term
liabilities of $6.9 million; and,




« the recognition of EDC's current obligations to its power plant BOT contractor amounting
to $4.7 miltion in connection with the construction of the Mindanao | and !l power plants in
some of its geothermal service contract areas;

These increases were tempered by the following:
« the scheduled debt service of FGPC and FGP totaling $64.7 million {principal only);

e areduction in the Unearned revenues account of $15.9 million which corresponds to the
recovered amount of prepaid gas in 2007,

« anet reduction in the deferred tax liabilities by $9.0 million resulting from the appreciation
of Philippine peso against the US dollar from R46.246 in June 2007 to R44.900 in June
2008,

 the scheduled principal payments on the deferred payment facility with the Power Sector
Assets and Liabilities Management Corporation (PSALM) amounting to $9.0 million.

Total equity, on the other hand, increased by 53.1% to $1.3 billion as of June 2008 as compared to
$822.2 million as of June 2007 due to the recognition of a minority interest in EDC. The net income
of the First Gen Group for the previous four quarters alse contributed to this increase though
tempered by the payment of dividends in 2007. Of the total equity as of this semester, $646.9
milifon is attributed to the equity holders of the parent company, which is 5.0% or $30.8 million
higher than as of June 2007.

FIRST GEN MATERIAL CHANGES [N FINANCIAL CONDITION

INCOME STATEMENT

Horizontal and Vertical Analyses of Material Changes for the semi-annual periods ended June 30,
2008 vs. 2007

HORIZONTAL ANALYSIS VERTICAL ANALYSIS

(Amounts in USD thousands) June-08 June-07 2008 vs. 2007 | 2008 vs. 2007 2008 2007
REVENUE
Sale of electricity 764,113 515,702 248,411 48.2% 89.2% 96.9%
Sale of steam : 51,115 - 51,115 0.0% 8.0% 0.0%
Interest income 6,796 15,683 (8,887) -56.7% 0.8% 29%
Others 34,920 581 34,328 5808.6% 4.1% 0.1%
TOTAL REVENUES 866,944 631,976 324,968 61.1% 100.0% 100.0%
Fuel cost (444,225) {317,950) {126,275} 39.7% -51.8% -59.8%
Power plant operations & maintenance (67,898) {18,966} (68,932) 363.5% -10.3% -3.6%
Depreciation and amortization (34,959) (27,607) (7.352) 26.6% -4.1% -5.2%
Staff costs {6,851) {4,490) (2,361) 52.6% -0.8% -0.8%
Other administrative expenses (38.058) {17.618) (20,440) 116.0% -4.4% -3.3%

Sub-totai (611,891} {386,631) {225,360) §8.3% -71.4% -72.7%
interest expense & financing charges (88,850) (38,371} (50,479) 131.6% -10.4% -71.2%
Equity in net earnings of an assocciate 2,320 4,527 (2,207) -48.8% 0.3% 0.5%
Foreign exchange gain (loss) (92,180) 1,511 (93,690) -6202.3% -10.8% 0.3%




Other income (charges) - net 68,969 4,790 64,179 1340.0% 8.0% 0.9%

Total (724,732) | {414,175) (307,558) 74.3% -84.2% -77.8%

INCOME BEFORE INCOME TAX 135,212 117,801 17,410 14.8% 16.8% 22,1%

Provision for Income Tax

Current 56,160 8,515 47,645 558.5% 6.6% 1.6%
Deferred 4,043 372 4,571 1228.8% 0.6% 0.1%
61,103 8,887 52,216 587.6% 7.1% 1.7%

NET INCOME 74,109 108,914 {34,806) -32.0% 8.6% 20.6%

Attributable to:

Equity holders of the Parent Company 14,709 71,855 (57,146) -79.5% 1.7% 13.5%
Minaority Interests 59,400 37,058 22,341 60.3% 5.9% 7.0%
Revenues

Revenues for the semi-annual period June 30, 2008 rose to $856.2 million, which is $325.0 million
or 61.1% higher than revenues earned in the first half of 2007. The net increase was primarily due
to increase in the revenues from sale of electricity and EDC's steam sales as explained in detail
below.

Revenue from Sale of electricity

Revenues from the sale of electricity were up by $248.4 million or 48.2% to $764.1 million
during the period ended June 30, 2008 on account of the following major items:

» Revenues from the safe of electricity of EDC was recognized which amounted to $127.1
million for the first half of 2008;

¢ Fuel charges increased by $117.6 million or 36.1% to $443.5 million in the first half of
2008 compared to the same period last year as a result of higher combined dispatch of the
gas plants and the higher average price of natural gas during this year. Santa Rita and
San Lorenzo posted a combined average dispatch rate of 85.0% for the first half of 2008
transtating to a net generation of 5,858 GWh, which is 6.7% higher compared to the net
generation during the same period in 2007. On the other hand, the average price of
natural gas during the first half of 2008 is about $10.46/GJ, which is 27.1% higher than
same period last year's average of $8.23/GJ.

*« The fixed O&M charge posted an increase of $3.0 million or 10.7% due to the increase in
NDC for Santa Rita and San Lorenzo and the upward CPI adjustments. The average NDC
values of Santa Rita and San Lorenzo in the first half of 2008 are 1,046.8 MW and 531.6
MW, respectively, higher than NDC values in 2007 by 40MW for Santa Rita and 28MW for
San Lorenzo brought about by the full installation of the power augmentation projects.

s The variable O&M charge also increased by $1.3 million or 12.5% as a result of the higher
net generation during the period and the upward CPI| adjustments.

+ Capacity charges for Santa Rita and San Lorenzo increased by $3.3 million or 4.6% and
$2.2 million or 6.1%, respectively, from the previous year due to the higher average NDC
of both Santa Rita and San Lorenzo in the first half of 2008.




*» The above increases in revenues from sale of electricity were partially offset by lower
electricity sales from Pantabangan-Masiway plant by $6.2 million or 22.1% in the first half
of 2008 due to the combined effect of lower generation and WESM prices this period
compared to the same period in 2007. The Pantabangan-Masiway plant posted a dispatch
of 42.3% equivalent to 208.1 GWh of gross generation. This is lower than last year's
dispatch of 59.3% equivalent to 290.2 GWh of gross generation mainly due to lower
irrigation requirement for the first half of 2008.

Sale of Steam

Sale of steam from EDC amounted to $51.1 million for the first haif of 2008,
Interest Income

interest income decreased by $8.9 million or 56.7%.

The net decrease is due to lower interest income from short-term cash investments at FGPC
and at the First Gen parent level by $3.1 million and $5.8 million, respectively, as a result of
lower cash balances during the period. In addition, interest from the gas take-or-pay
obligations were lower during the first half of 2008 compared to the same period last year by
$1.8 million due to the continuous paydown of these obligations.

This is partially offset by the recognition of interest income from EDC for the first half of 2008
amounting to $2.5 million.

Other revenues

Other revenues increased by $34.3 million mainly due to the recognition of EDC’s interest
income on service concession amounting to $25.4 million and revenues from drilling services
amounting to $8.3 million during the first semester of 2008.

Cost and Operating Expenses

Cost and operating expenses for the first half of 2008 increased by $225.4 million to $612.0 million
from last year's $386.6 million. The 58.3% net increase in total cost and operating expenses is
attributable to the following:

Power plant operations and maintenance

Power plant operations and maintenance expenses increased by $68.9 million to $87.9
million in the first half of 2008 from $19.0 million in 2007 as a result mainly of the following:

s the recognition of C&M expenses of EDC amounting to $66.5 million for the first half
of 2008,

e the increase in the fixed O&M component of Santa Rita and San Lorenzo plants for
the first half of 2008 by $2.1 million compared to the same period last year as a
result of higher NDC values for both plants and upward CPI adjustments pursuant to
the provisions of their respective O&M agreements; and

+ the increase in NDC bonus due to the O&M operator by $2.1 million or 90.0%
resulting from the said increase in the plants’ NDC values,

The ahove were tempered by the lower variable O&M fees by $1.5 million due to the
cessation of the Monthly Variable O&M fees of San Lorenzo beginning January 2008 upon
completion of the hot gas path inspection pursuant to the provisions in its O&M agreement.




Fuel expense

Fuel expense for the first half of 2008 increased by $126.3 million or 38.7% to $444.2 million
compared to the same pericd in 2007. The higher fuel expense was due to the higher
dispatch and average prices of natural gas during the first half of 2008. Santa Rita and San
Lorenzo posted a combined average dispatch rate of 85.0% for the first half of 2008
translating to a net generation of 5,858 GWh, which is 6.7% higher compared to the same
period in 2007. On the other hand, the average price of natural gas during the first half of
2008 is about $10.46/GJ, 27.1% higher than last year's average of $8.23/G..

An adjustment to the fuel expense of Santa Rita and San Lorenzo made in 2007 also
contributed to the difference in fue!l expense between the two periods.

Staff costs

Staff costs for the first half of 2008 increased by $2.4 million to $6.9 million, a 52.6%
increase from $4.5 million in the first half of 2007. This was mainly due to higher salaries and
wages in 2008 following the company's annual satary adjustment and increase in manpower
from 205 to 2,837 (now with EDC). in addition, the change in the accounting treatment for
recognizing the provision for retirement expense, which is now accrued on monthly basis,
also contributed to the increase.

Other administrative expenses

Other administrative expenses increased by $20.4 million to $38.1 million for the first haif of
2008 from $17.6 miliion during the same period last year. This was primarily due to the
recognition of EDC’s general and administrative expenses for the first half of 2008
amounting to $16.7 million.

Depreciation and amortization

Depreciation and amortization for the first half of 2008 increased by $7.4 million or 26.6%
compared to the same period in 2007. The increase is due to the recognition of EDC's
depreciation and amortization expenses for the first half of 2008 amounting to $4.4 million,
FGP's depreciation expense also increased by $1.8 million as a result of the additional PPE
following the completion of the power augmentation projects in 2007. Depreciation and
amortization at FG Hydro level is also higher by $1.1 million following the final vatuation of
Pantabangan-Masiway plant.

Interest expense and financing charges

interest expense and financing charges increased by $50.5 million to $88.9 million during the first
half of 2008 from the $38.4 million level of the same period in 2007. The increase in this account is
due to the recognition of interest expense and financing charges of Red Vulcan and EDC
amounting to $20.1 million and $17.0 million, respectively. In addition, interest expense and
financing charges at the First Gen parent level increased by $22.7 million due fo the additional
interest incurred from its foreign and local bridge loans and the convertible bonds issued in
February 2008. The additional debt was availed to pay the purchase price for the controlling stake
in EDC.

The above increases were fempered by the lower interest expense on loans at FGPC by $4.5

million as a result of debt prepayment and at FGP level by $1.3 million, lower amortization of debt
isstance cost by $1.6 million, and lower interest on the gas take-or-pay obligations by $1.8 million.
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Equity in net sarnings of an associate

This account decreased by $2.2 million or 48.8% to $2.3 million in the first half of 2008 compared
to last year's $4.5 million following the decrease in income recognized by FPPC due o lower
earnings of BPPC with the adoption of Philippine Interpretation IFRIC 12 in June 2008.

Foreign exchange gain f (loss)

The Company recognized a consolidated foreign exchange loss of $82.2 million, a reversal from a
gain recognized last year of $1.5 million. Of the total loss, $77.2 million is from EDC resulting from
the combined effect of the Japanese Yen's appreciation versus the US dollar and the depreciation
of the Philippine peso versus the US dollar in the first half of 2008.

The balance pertains to FG Hydro’s foreign exchange loss of $5.5 million for the first half of 2008,
which is a reversal of |ast year’s gain of $4.6 million. Furthermore, the parent company recognized
a foreigh exchange loss of $9.3 million for the period arising from receivables from its subsidiaries.
This is higher by $6.3 million compared to last year's foreign exchange loss of $4.0 million. These
losses were due to the depreciation of the Philippine peso against the US dollar.

Other income

Other income increased by $64.2 million to $69.0 million from last year's $4.8 mitlion. The increase
is due to the recognition of EDC's miscellaneous income amounting to $57.9 million pertaining to
the favorable arbitral award to EDC. Other income also includes a $9.8 million gain on derivative
associated with First Gen's convertible bonds and a $1.6 million gain from changes in marked-to-
market valuation of FG Hydro's foreign currency option on its rehabilitation contract. These
increases were partially offset by the loss of last year's extraordinary income of FGF amounting to
$4.8 million in relation fo its insurance claim.

Income before Income Tax and Minority Interests

First Gen Group's income before income tax and minority interests for the first haif of 2008
increased by 14.8% to $135.2 million from $117.8 million (as restated) of the same period in 2007
reflecting the net effect of the various factors as discussed above.

Provision for (Benefit from) Income Tax

First Gen Group recognized a provision for income tax amounting to $61.1 million for the first haif
of 2008 as compared to last year's $8.9 million on account of FGPC’s higher current income tax by
$20.5 million following the expiration of its ITH in May 2007 and higher deferred income tax by
$6.3 million resulting from the depreciation of the Philippine peso against the US dollar during the
first half of 2008.

The recognition of EDC’s income tax for the first half of 2008 amounting to $31.2 million also
contributed to the increase of this account.

Net income

First Gen’s consolidated net income in the first half of 2008 were lower by 32.0% or $34.8 million
at $74.1 miltion compared to the previous year's net income of $108.9 million for the same period,

The decrease is mainly on account of the following:

+ interest expense and financing charges of Red Vulcan amounting to $20.1 million;

¢« at the First Gen Parent level, higher interest expense and financing charges by $22.7
million, higher foreigh exchange loss by $5.3 million, lower interest income by $5.8 million,
and higher professional fees by $2.5 million resulting from underwriting fees in relation to
the issuance of convertible bonds and the availment of new loans to prepay debt at the
Red Vulcan level;
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« lower net income of FGPC by $22.7 million mainly due to the expiration of its ITH in May
2007, higher deferred income tax following the depreciaticn of the Phiiippine peso against
the US dollar, and lower interest income during the period;

¢ lower net income of FGP by $10.3 million mainly due to the insurance claim and fuel
adjustment recognized in 2007;

+ Jjower net income from FG Hydro by $10.9 million due to lower generation and WESM
prices in the first half of 2008 compared to the same period last year and foreign exchange
loss of $5.5 million; and

* lower share in net earnings from Bauang in the first half of 2008 by $2.2 million.

The above decreases were tempered by the recognition of ERC's net income for the first half of
2008 amounting to $59.2 million and gain on derivative amounting to $9.8 millien in connection
with First Gen’s converiible bonds.

First Gen's equity share in net earnings for the semi-annual period ended June 30, 2008 amounted
to $14.7 million.

Minority Inferests

Minority interest increased by $22.3 million or 60.3% to $59.4 million representing 60% of EDC’s
net income amounting to $35.5 million and the share of BG in FGPC and FGP’s net income.
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BALANCE SHEET

Horizontal and Vertical Analyses of Material Changes as of June 30, 2008 and 2007

VERTICAL
HORIZONTAL ANALYSIS ANALYSIS

Increase {Decrease)

2008 vs. 2007
{Amounts in USD Thousands) Jun-08 Jun-07 Amount % Jun-08 Jun-07
(As restated)

ASSETS
Current Assets
Cash and cash equivalents 187,977 476,653 {288,6786) -50.6% 4.3% 275%
Receivables 279,778 147,605 132,173 89.5% 7.2% 8.5%
Dividends receivable 5,222 5,629 {407) -7.2% 0.1% 0.3%
Current portion of long-term receivables 88,573 48,557 40,016 82.4% 2.3% 2.8%
Available-for-sale (AFS) invesiments 21,265 - 21,258 0.0% 0.5% 0.0%
Inventeories 69,670 28,318 41,354 146.0% 1.8% 1.6%
Other cutrent assets 39,158 40,189 {1,041} -2.6% 1.0% 2.3%
691,633 746,958 (55,326) -7.4% 17.8%  431%
Non-current asset held for sale 37,250 - 37,250 0.0% 1.0% 0.0%
Total Current Assets 728,883 746,959 (18,076) -2.4% 18.8%  43.1%
Noncurrent Assets
Long term receivables - net of current
portion 789,736 41,229 748,507 1815.5% 20.4% 2.4%
Investment in an associate 24,734 24,655 79 0.3% 0.6% 1.4%
Property, plant and equipment ~ net 746,728 738,617 8,111 1.1% 19.3%  42.6%
Goodwill 1,069,779 47,954 1,021,825 2130.8% 27.6% 2.8%
Intangible assets 251,356 10,392 240,964 2318.7% 6.5% 0.6%
Deferred tax assets 69,839 - 69,839 0.0% 1.8% 0.0%
Input value added taxes 12,643 4,413 8,230 186.5% 0.3% 0.3%
Other noncurrent assets 184,001 119,343 64,658 54.2% 4.7% 6.9%
Total Noncurrent Assets 3,148,818 086,603 1,413,706 143.3% 81.2%  56.9%
3,877,699 1,733,562 2,144,137 123.7% 100.0%  100.0%
LIABILITIES AND EQUITY
Current Liabilities )
Loans payable 410,050 - 41'0,050 0.0% 10.6% 0.0%
Accounts payable and accrued expenses 218,368 123,654 94,716 76.6% 5.6% 7.1%
Income tax payable 25,072 386 24,686 6395.3% 0.6% 0.0%
Due to stockhotders and affiliates 8,311 8,071 240 3.0% 0.2% 0.5%
Current portion of:
Long-term debt 102,422 64,705 37,717 58.3% 2.6% 3%
QObligations to Gas Sellers 36,845 43,355 {6,510} -15.0% 1.0% 2.5%
Royalty fee payable 7,012 - 7,012 0.0% 0.2% 0.0%
Deferred payment facility (DPF) with
PSALM 8,025 8,042 {17) -0.2% 6.2% 0.5%
Obligations {o power plant contractors 4,718 - 4,718 0.0% 0.1% 0.0%
Total Current Liabilities 820,825 248,213 572,612 230.7% 21.2%  14.3%
Noncurrent Liabilities
Bonds payable 359,172 106,818 252,354 236.2% 9.3% 6.2%
Long-term debt - net of current portion 1,187,170 353,033 844,137 239.1% 309%  20.4%
Obligations to Gas Sellers - net of current
porticn 9,378 36,812 (27,434) -74.5% 0.2% 21%
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