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Gentlemen: THOMSON
We are sending herewith the following documents, whicﬁ%‘%@%‘ﬂed with
the Philippine SEC:

1) SEC Form 17-A (Annual Report pursuant to Section 11 of the Revised
Securities Act and Section 141 of the Corporation Code of the Philippines)
for the calendar year ended December 31, 2005;

2) SEC Form 17-Q Quarterly Report on Operations (Business and Financial
Profile) for the quarter ended June 30, 2005 ,September 30, 2005 March 31,
2006 and June 30, 2006;

3) SEC Form 17-C (Current Report Under Section 11 of the Revised Securities
Act) dated 05 August 2005, 05 September 2005, 05 October 2005, 05
November 2005, 05 December 2005, 05 January 2006, 06 February 2006, 06
March 2006, 05 April 2006, 05 May 2006, 06 June 2006, 05 July 2006, and
03 August 2006, number of the Company’s shareholders owning at least one
(1) board lot each as of 7/31/05, 8/31/05, 9/30/05, 10/31/05, 11/30/05,
12/31/05, 1/31/06, 2/28/06, 3/31/06, 4/30/06, 5/31/06, 6/30/06 and 7/31/06,
respectively; 16 August 2005, approval of the Deed of Assignment in Service
Contract No. 14-Block C; 12 and 28 September 2005, appointment and
approval of Internal Auditor of the Company; 10 January 2006, certification
by the Company’s Compliance Officer on the SEC Memorandum Circular
No. 2; 18 January 2006, resignation of Mr. Gerard H. Brimo, as director of
the Company; 02 February 2006, reason of resignation of Mr. G. H. Brimo,
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4)
5)
6)
7)

8)

qualification and business experience of Mr. Adrian S. Ramos; 15 February
2006, scheduling of the Company’s Annual Stockholders Meeting on June
21, 2006; 16 March 2006, certification of the Company’s Petroleum Service
Contracts with the DOE; 22 March 2006, resignation of Mr. Maximo G.
Licauco 111, as director of the Company , Francisco A. Navarro elected as
the new director of the Company and to change the par value of the
Company’s shares from P1.00/share to P0.01/share; and to declassify the
Company’s shares from Class “A* shares and Class “ B “ shares to Common
shares; 20 April 2006 submission of one (1) pc. CD-ROM list of
stockholders as of 4/14/06; 27 April 2006, venue of the Company’s Annual
Stockholders Meeting; 09 May 2006, Company enter into a Deed of Absolute

Assignment with VIMC; 22 May 2006, proposal to postpone the 2006 = ..
Annual Stockholders Meeting of the Company from 21 June 2006 to 26 July = =
2006, 31 May 2006, re-scheduling of the Company’s Annual Stockholders”™

Meeting from 21 June 2006 to 26 July 2006, signed under oath by the
Corporate Secretary; 13 June 2006, the Company agreed to sell shares of
stock of EDSA Properties Holdings, Inc. to Anglo Philippine Holdings
Corporation; 15 June 2006, sell of EDSA Properties Holdings, Inc. shares of
stock to Anglo Philippine Holding Corporation will be transacted in two (2)
tranches on 15 June 2006, on or before 30 June 2006, assigning of the
following participating interest in Service Contract No. 53, Onshore Mindoro
Block; 21 June 2006, sell of EDSA Properties Holdings, Inc. 2" tranche ;22
June 2006, letter complaint on behalf of Ms. Carmen and Nicole Guerzon; 26
June 2006, information contained in the news article, “Philodrill to Focus on
Oil Exploration”; 19 July 2006, the Company agreed to sell another shares of
EDSA Properties Holdings, Inc. to Anglo Philippine Holdings Corporation ;
26 July 2006, disclosure of the election of directors and officers; amendments
to the Company’s Articles of Incorporation and By-Laws approved by the
stockholders; 07 August 2006, the Company agreed to sell treasury shares;
Company’s SecCert on the attendance of the members of the Board of
Directors for the year 2005;

List of Top 100 Stockholders as of 9/30/05, 12/31/05, 3/31/06, 6/30/06;
Minutes of the Organizational Meeting of the Board of Directors;

SEC Form 20 - IS (Definitive Information Statement);

SEC Form 23 — A (Initial Statement of Beneficial Ownership of Securities);

SEC Form 23 — B ( Movement of direct or indirect of Beneficial Ownership
of Securities);




9) General Information Sheet ( G. I. S. ); and

10)  Annual Report for the year 2005.

The above documents are marked in the upper right hand corner of their
cover page to reference our Rule 12g3-2 (b) file number (File No. 82-2579).

Kindly acknowledge receipt of this letter and the enclosures by stamping the
“Receipt Copy” hereof and returning it to us in the stamped addressed envelope
provided for the purpose.

Very truly yours,

r—

ADRIAN S. ARIAS
Corporate Secretary

Enclosed : as stated
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AND SECTION 141 OF THE CORPORATION CODE OF THE PHILIPPINES.

1.

2.

10.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A

For the calendar year ended December 31, 2005
SEC identification Number: 38683

BIR Tax Identification No.: 041-000-315-612

Exact name of registrant as specified in its charter :
THE PHILODRILL CORPORATION

Philippines 6. (SEC Use Only)
Province, Country or other Industry Classification Code
jurisdiction of incorporation
or organization

8th Floor, Quad Alpha Centrum, 125 Pioneer Street, Mandaluyong City 1550
Address of principal office Postal Code

(632) 631-8151/52
Registrant's telephone number, including area code

Not Applicable

Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and of the RSA

Title of Each Class Number of shares of Common
Stock Outstanding

Class A 918,567,703

Class B 616,376,313

Total 1,5634,944,016




1. Are any or all of these securities listed on the Philippine
Stock Exchange.

Yes [x] No [ ]
12. Check whether the issuer

(@) hasfiled all reports required to be filed by Section 11 of the SRC and SRC Rule
17 thereunder or Section 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 12 months (or for such shorter period that the registrant was required

to file such reports);
Yes [X] No [ ]

(b) has been subject to such filing requirements for the past 90 days.
Yes [x] No [ ]

13.  Aggregate market value of the voting stock held by
non-affiliat es : P258,713,905.00

Documents incorporated by reference:

(1) The Company's 2005 Audited Financial Statements
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Item 1. Business
(a) Description of Business
(1) Business Development

The Philodrill Corporation (the “Company’) was incorporated in 1969, originally, with the primary
purpose of engaging in oil, gas and mineral exploration and development. In 1989, realizing the
need to balance the risk associated with its petroleum activities, the Company changed its primary
purpose to that of a diversified holding company while retaining petroleum and mineral exploration
and development as one of its secondary purposes. Since then, the Company has maintained
investments in petroleum exploration and production, financial services, property development,
mining and infrastructure development.

The Company's active petroleum projects cover production and exploration areas in offshore
Palawan and South Sulu Sea and onshore Mindoro under various Service Contracts (SC) and
Geophysical Survey and Exploration Contracts (GSEC) with the Philippine government through the
Department of Energy (DOE).

On property development, the Company holds a 5.08% equity investment in EDSA Properties
Holdings Inc., the 78.72% owner of the Shangri-La Plaza Commercial Complex and 23.52% owner
of KSA Realty Corporation. KSA Realty Corporation owns and operates The Enterprise Center
which is one of the most modern and luxurious office buildings in Makati's central business district.
The Company also maintains a 4.65% interest in Anglo Philippine Holdings Corporation (Anglo),
an infrastructure and property development company. Anglo holds an 18.6% interest in MRT
Holdings Inc. which operates the EDSA Metro Rail Transit Hll project and has a 15.79% stake in
MRT Development Corporation which will develop the 16-hectare North Triangle property.

In the financial services sector, the Company is a 40% shareholder of Penta Capital Investment
Corporation (Penta Capital), an investment house. Penta Capital holds equity interest in several
companies such as, Penta Capital Finance Corporation, a finance company and quasi-bank
(98.75% owned), Penta Capital Holdings Corporation, an investment holding company (29.54%
owned), Penta Capital Realty Corporation (100% owned) and Intra-Invest Securities, Inc. (68.47%
owned).



In the mining sector, the Company holds minor equity interests in the following companies: Atlas
Consolidated Mining & Development Corp. (2.21%); Vulcan Industrial & Mining Corp. (2.08%) and
United Paragon Mining Corp. (0.44%).

PETROLEUM PROJECTS

1.0  SERVICE CONTRACT NO. 6A (Octon)

Block operator PHILODRILL continued to promote the Octon Block to prospective partners after
the Farmout Agreement with Rock Oil International, Inc. lapsed in September 2004. In early
2005, the company received expressions of interest from a number of companies including Black
Gold Resources, Commissioning Services, Inc., and Kuwait Foreign Petroleum Exploration
Company. For varying reasons, however, no farm-out deal was concluded. This came about at
the time of intensified political noise in the country.

In August, Vitol Services Limited expressed interest to farm-in into the Octon Block. Together with
Cape Energy and Team Qil, Vitol are developing the nearby Galoc Field and they deemed it
prudent to integrate the development of the Octon Field with Galoc.

Vitol's initial plan for the Octon Block includes appraisal/development of the Octon Field with a plan
to drill a directional well in the direction of the Octon - 2 and Octon — 3 wells and drilling of two
exploration wells in the SCBA block outside of the Octon area. In exchange for a full carry of all
the consortium members, Vitol will eam an undivided 70% equity and will get the operatorship of
the SC 6A Block.

As of time of writing, Vitol has yet to complete their technical and legal due diligence of the Octon
Block. Subject to the satisfactory completion and results of the study and Vitol's management
approval, a farm-in agreement, currently under review, may soon be concluded.

PHILODRILL has substantial equity share in the block, maintaining a 43.33% participating interest.

2.0 SERVICE CONTRACT NO. 6 (Cadlao)

For the most part of the year, the Cadlac consortium continued to review and negotiate the farm-in
proposal of Alcorn Gold Resources Corp. (AGRC) to re-activate the Cadiao Field. AGRC
proposed to fund, among others, the underwater survey of facilities as well as repairs and
production tests. The farminee had set a budget of about § 2.5M for these activities. Thereafter,



an additional $3.5M will be needed for the contemplated deployment of surface production and
storage facilities.

Up until December 2005, at least one consortium member had not given its approval to the terms
and conditions of the farm-in offer. The considerable delay in the negotiations had prompted
AGRC's project backers and foreign contractors and suppliers to discontinue the project.

PHILODRILL is a carried interest partner with no voting rights in the consortium, although it acted
as the block operator since August 2004. As of the time of writing, a new operator has yet to be
nominated after PHILODRILL resigned as Operator of the Cadlao Block in February 2008.

3.0  SERVICE CONTRACT NO. 6B (Bonita)

Exploration activities on the SC 6B Bonita Block remain suspended.

in October 2005, Basic Petroleum and Minerals, Inc. (BPMI) expressed their intent to farm-in into
the SC 6B Block. BPMI offered to conduct, at their own expense, seismic and subsurface studies
to firm up recoverable reserve estimates and forecast potential production rates and performance
from the Bonita Field. The Bonita — 1 well, drilled in 1989, flowed at a maximum rate of 1,077
barrels of oil per day during tests.

On the basis of BPMI's farm-in offer, a work program for 2006 consisting of the aforementioned
activities at an initial budget of $ 50,000 was submitted to the Department of Energy.
Communications and negotiations between BPM! and the Bonita consortium are ongoing for
mutually acceptable farm-in terms.

PHILODRILL maintains a 21.875% interest on the SC 6B Bonita Block.

4.0 SERVICE CONTRACT NO. 14 (Nido and MatinlocProduction Blocks)
Operations Review

The combined oil production from the Nido and Matinloc Fields totaled 208,438 barrels, up by
50.5% from the fields’ combined output of 138,503 barrels in 2004. The significant increase was
largely due to the more frequent liftings following the successful implementation of various
production-enhancement measures undertaken for both fields.



The consortium completed a total of fifteen (15) shipments from the two fields in 2005, which were
all delivered to Pilipinas Shell Petroleum Corporation (Shell) with whom the consortium signed a
second one-year crude oil sales agreement in November 2005. Under the agreement, Shell is
committed to procure from the consortium a nominated volume of 222,000 barrels of crude up to
November 2006.

The consortium likewise signed an 11-month contract for carriage with Delsan Shipping for the
transport and delivery of the Nido production to Pilipinas Shell in Batangas using the vessel M/T
Gomburza from January 2006 — November 2006.

2005 Crude Oil Production Summary

(in barrels)
Nido Matinloc 2005 Total 2004 Total
January 23,446 4,182 27,628 9,040
February 8,843 3,847 12,690 5,224
March 322 7,683 8,005 0
April ' 13,567 9,727 23,294 3472
May 13,392 11,098 24,490 9,372
June ' 9,612 13,414 23,026 5,497
July 0 9,449 9,449 20,138
August 13,903 1,967 15,870 4,314
September 0 5,185 5,185 22,245
October 16,915 8,949 25,864 26,038
November 13,399 8,230 21,629 3,717
December 7,187 4121 11,308 29,446
Total 120,586 87,852 208,438 138,503

Nido - 1X1 Proposal

PHILODRILL received an offer from Basic Consolidated Inc. to farm-in into Service Contract 14A.
Basic offered to conduct a detailed study to validate the Nido 1X1 feature and conduct an
economic evaluation of the prospect as part of their farm-in work program. These studies will be
undertaken by Basic prior to the earning program of drilling the Nido 1X1 and putting it into
production.



In connection with the offer of Basic, PHILODRILL requested the Department of Energy to amend
the Service Contract 14 and to re-configure the Nido Block to facilitate the crafting and finalization
of the farm-in agreement.

The hydrocarbon potential of the Nido 1X1 feature was first confirmed in 1979. A well drilled in the
structure flowed oil at up to 2,100 barrels per day. This feature has estimated oil reserves of
between 2 to 8 million barrels.

50  SERVICE CONTRACT NO. 14 C-1 (Galoc)

The group of Team Oil, Cape Energy and Advanced Well Technologies first expressed their
interest to farm-in into the Galoc Block in March 2004, with the intention to do a phased
development of the Galoc Field. With the positive results of the group's initial technical, legal and
economic evaluations, a farm-in was pursued and finally signed with the Galoc Consortium in
September 2004.

In March 2005, Cape Energy and Team Oil entered into an agreement with Vitol for the financing
of the development program for the Galoc Field. Vitol, a private group based in the Netherlands,
is involved in commodity trading, with a focus on physical oil marketing globally. Vitol agreed to
commit an initial $9 million to the Galoc Production Company (GPC), a joint venture company
formed by Cape Energy and Team Oil to undertake the Galoc development. Vitol likewise agreed
to underwrite a further $60 million in respect of additional developmental capital.

By virtue of the farm-in, a Deed of Assignment was submitted to and approved by the Department
of Energy in August 2005, earning for GPC a 58.29075% interest corresponding to 75% of the
consortium members except Nido Petroleum, which did not farm-down. GPC likewise gained the
operatorship of the block. PHILODRILL's new equity interest on the Galoc Block now stands at
6.397%.

The DOE approval of the farm-in paved the way for GPC'’s setting up and forming core groups that
thoroughly evaluated the project. GPC's continuing evaluation works have significantly upgraded
the reservoir outlook for the Galoc Field and have elevated the start-up production from between
15,000 to 25,000 barrels per day, with the oil production targeted to commence in the third quarter
of 2007. A master Plan of Development (POD) was prepared and submitted to the Department of
Energy which gave a conditional approval, subject to the execution of an Extended Production
Test (EPT) agreement between GPC and DOE.  The Galoc POD is anchored on a two-well
development program, with a sub-sea tie-back to a floating production and storage facility. The



major contracts for the different sup-phases of the project now depend on the timely and orderly
execution of the EPT agreement.

6.0 SERVICE CONTRACT NO. 14 C-2 (West Linapacan)

In May 2005, Alcorn Gold Resources Corp. (AGRC) and Basic Consolidated Inc. submitted
separate proposals for the re-activation of the West Linapacan Field. Both proposals offer to pay
for the initial geophysical study of the block as well as petrophysical and engineering studies on
the West Linapacan Field. Instead of pursuing competing farm-in offers, the consortium prevailed
upon the two parties to submit instead a joint proposal. Both jointly proposed a second phase,
involving drilling and completion, if results of the initial phase are positive, which will earn for them
75% equity on the block.  Parallel to the Basic/AGRC farm-in, a joint proposal from Basic
Petroleum & Minerals Corp. and Forum Energy Plc. was also received as well as a separate
proposal from Guidance Management Corp. Unfortunately, none of these proposals progressed
into a full farm-in.

Vitol also expressed interest in re-activating the West Linapacan Field. In September 2005,
PHILODRILL received their proposed farm-in work program which would comprise detailed
subsurface studies and review and probable survey of existing subsea equipment, preparation of
well re-entry program andlor design of appraisal/development well, and integration of
appraisal/development plan with the ongoing Galoc project. PHILODRILL provided Vitol with
technical data to assist them in their due diligence.

In November, however, Vitol decided not to proceed with the farm-in and cited the significant
uncertainty in the field’s recoverable volume, which they perceived to have limited upside potential,
as the main reason behind their decision.

The West Linapacan consortium recently received an expression of interest from Framework
Solutions, a Singapore-based company acting as arranger for a multi-strategy US-based fund
interested in investing in the re-development of the West Linapacan Field. Framework has already
started discussions with PNOC, which had expressed interest in undertaking a significant role in
the re-development of the field. Block operator PHILODRILL is keenly pursuing the
Framework/PNOC interest.

7.0 SERVICE CONTRACT NO. 41 (Sulu Sea)



{n January 2005, operator UNOCAL informed the partners of their intent to drop out of the service
contract. UNOCAL's appreciation of their last two wells, the Zebra-1 and Rhino-1 drilled back-to-
back in June - July 2004 which both yielded generally negative results, prompted this decision.
UNOCAL officially withdrew from the consortium in February 2005, followed shortly by partners
BHP Billiton, Sandakan Oil (OXY) and TransAsia Qil & Energy Development Corp, leaving a small
all-Filipino consortium to continue on with the contract.

The drilling of the two wells, through the efforts of the previous consortium, fully complied the work
requirements of the contract through to the end of SC Year 7. The new consortium, on the other
hand, had successfully negotiated a reduction in the work commitment as the contract entered its
8t contract year in May 2005. In lieu of the yearly 1 well commitment, the consortium had started
implementing a geological and geophysical program which, as envisaged, will re-evaluate the
petroleum play concepts for the area in the light of the two failed wells drilled in 2004. The
program will also incorporate efforts to farm-out the block. Total cost of the program is about US$
100,000. Basic Consolidated was designated as the block operator for SC Year 8.

PHILODRILL maintains a 15.48% interest on the SC 41 Sulu Sea Block.

8.0  SERVICE CONTRACT NO. 53 (Onshore Mindoro)

The Geophysical Survey and Exploration Contract (GSEC) No. 98 - Onshore Mindoro Block
expired September 23, 2003. However, the DOE granted limited extension of the contract to
PHILODRILL to pursue negotiations with PNOC-EDC which earlier indicated interest to farm-in.
The DOE also allowed the operator to seek other farminees. The PNOC-EDC farm-in did not
materialize, as well as that of Sen Hong Resources Ltd.

Towards the end of 2004, however, Laxmi Organic Industries Ltd (LAXM!I) of Thailand and VAMEX
(Vietnam) jointly expressed interest on the block. PHILODRILL negotiated its participation in the
exploration of the block as a carried partner. PNOC - Exploration Corporation (PNOC-EC) also
expressed interest to participate in the effort. The DOE spearheaded the negotiations among the
interested parties but PNOC-EC and VAMEX later dropped out of the initial negotiations. The
DOE eventually awarded Service Contract No. 53 to LAXMI in July 2005.

in consideration of PHILODRILL's long established scientific knowledge and competence,
adequate database, and logistical experience in exploring the hydrocarbon potential of the
Mindoro area, LAXMI partnered with PHILODRILL, giving it a carry on its 30% share of costs in
relation to the fulfiiment of the contract obligatory work programs. PHILODRILL and LAXMI both



executed a Participation Agreement (PA) in August 2005. The DOE formally approved the PA in
February 2006.

Under the agreement, PHILODRILL and two other Filipino companies, Anglo Philippine Holdings
and Basic Consolidated, Inc. who were both participants in the previous GSEC No. 98, are carried
up to the completion of the first mandatory well, in exchange for LAXMI getting 70% of the
historical recovery account and 70% of the FPIA (Filipino Participation Incentive Allowance).

The Onshore Mindoro consortium is now crafting a new Operating Agreement that will govern the
contract and the rights and obligations of all the parties. PHILODRILL holds a 22.8% interest in
the block.

9.0 SWAN BLOCK (Deepwater Northwest Palawan)

The application for a new GSEC submitted by the consortium in April 2001 remained pending with
the Department of Energy. Despite the inclusion of the SWAN Block in the areas bidded out by
the government under the first Philippine Contracting Round, the consortium did not receive any
nofification from the DOE that they were rescinding the application. As there was no company that
bid over the area during and immediately after the contracting round, the consortium initiated the
conversion of the GSEC application into a full service contract application. This was consistent
with the new DOE practice of awarding only service contracts. PHILODRILL and the DOE
exchanged communications, indicating that the submitted application appeared to be valid and
subsisting at the time.

However, the DOE granted instead new service contracts that both partially covered the area
being applied for by the consortium. PNOC-EC's Service Contract No. 57 — Calamian Block,
awarded on 15 September 2005, covered the northern half of the SWAN Block where there are
several viable prospects in the general trend of the Malampaya-San Martin-Bantac discoveries.
The DOE followed this up with yet another contract award to PNOC-EC on 12 January 2006. The
Service Contract No. 58 - West Calamian Block covered the rest the SWAN area.

The consortium is presently re-assessing its legal hold on the area in view of the recent

developments on the SWAN Block. One of the options being considered is to negotiate with
PNOC-EC on the possible participation of the consortium in their exploration of the area.

10.0 SOUTHWEST PALAWAN BLOCK



The application for a new GSEC which was earlier submitted by an all-Filipino consortium led by
operator TransAsia Oil & Energy Development Corporation, remained pending with the
Department of Energy. The block was also included in the first Philippine Contracting Round but
no bid was received over the area. This application was supposed to replace the expired GSEC
No. 64, which counted among its members Shell Philippines Exploration B.V. (Shell). When Shell
withdrew from all exploration activities in the country, and thus from the Southwest Palawan Block,
many consortium members including TransAsia expressed their intent not to participate in further
exploration activities on the block.

Despite the several wells drilled in the Southwest Palawan basin, no commercial discovery had

been made thus far. in view of this, PHILODRILL no longer sees any technical justification to
participate in any exploration activity in the area.

Other Investments

EDSA Properties Holdings Inc. (EPHI), in which the Company has a 5.08% equity interest,
reported a consolidated net income of P772 million in 2005, 87.5% higher than the 2004 profit
level. These results were partially due to the success of The Shang Grand Tower Project which
was completed ahead of schedule in 2005. Sales of The Shang Grand Tower reached P830.6
million in 2005. Rental income increased by 5.4% to P745.7 million in 2005, mainly due to the full
year impact of the 2004 developments at Shangri-la Plaza mall, which includes the completion of
the Shang Cineplex. Rental income from the Edsa Shangri-la Manila increased from P56.1 million
in 2004 to P57.9 million in 2005. Share in profits of KSA, the owner of The Enterprise Center
(TEC) in Makati, increased from P43.6 million in 2004 to P77.7 million in 2005, where the overall
occupancy level for TEC increased to approximately 93%. EPHI's second luxury residential
project, St. Francis Towers which will be linked to the Shangri-la Mall, the Edsa Shangri-la Manila
as well as the Shaw MRT station, is scheduled to be completed before the end of 2008.

Penta Capital Investment Corporation (PCIC), where the company has a 40% equity interest,
posted a consolidated net income of P15.1 million in 2005 from P26.8 million in 2004, mainly due
to a significant decline in fee-based income.

The Company has NO direct equity interest in Penta Capital Finance Corporation and as such, NO
disclosure on its business development was made.

NO bankruptcy, receivership or similar proceeding has been filed by or against the Company
during the last three (3) years.
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NO material reclassification, merger, consolidation, or purchase/sale of a significant amount of
assets not in the ordinary course of business has been undertaken by the Company during the last
three (3) years.

(2) Business of Issuer
(a) Description of Registrant

The Company is an investment holding firm with investments in property development, financial
service, oil exploration and production, and mining.

Products

Together with other participants, the Company (collectively referred to as "Contractor”), entered
into several Service Contracts (SC) and Geophysical Survey and Exploration Contracts (GSEC)
with the Philippine Government through the Department of Energy, for the exploration,
development and exploitation of the contract areas situated mostly in offshore Palawan where oil
discoveries have been made. The aforementioned SCs and GSECs provide for certain minimum
work expenditure obligations and the drilling of a specified number of wells and are covered by
operating agreements which set forth the participating interests, rights and obligations of the
contractor. The Company’s present revenues and production and related expenses are from
certain areas of SC 14 particularly Nido and Matinloc. The crude oil revenues from these oilfields
contributed about 53% of the total gross revenues. Information as to production volume follows (in
barrels):

2005 2004
Nido 120,586 75,110
Matinioc 87,852 63,393
Total 208,438 138,503

The Company, as an investments holding firm, generates revenues from its investments by way of
dividends received from, and/or equitizable share in the eamings of investee companies. Equitized
earnings from affiliates constituted about 29% of the total gross revenues.

Additional Information:

a) Distribution Method of the Products or Service
The Company, as the lead operator of the SC14 consortium, is in-charge of the
sale, transfer and disposition of the oil produced from the Nido and Matinloc
oilfields. The oil produced and saved from these areas was sold locally to
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Pilipinas Shell. The proceeds from the sale of crude oil were distributed by the
operator to the different consortium members in accordance with their respective
participating interests.

Competitive Business Conditions and the Registrant's Competitive  Position in
the Industry and Methods of Competition -

b.1) Petroleum Revenue - the Company sold its share in the crude oil production
to Pilipinas Shell in 2005. There was no other local competitor.

b.2) Investment Income — not applicable because this is only passive income.

Dependence on One or a Few Major Customers and Identification of
Such -

c.1) Petroleum Revenue - the sole buyer of crude oil produced from Nido and
Matinloc oilfields in 2005 was Pilipinas Shell.

c.2) Investment Income - the Company’s equity share in affiliates’ earnings is
dependent on the financial performance of its investee companies, namely
EPHI and Penta Capital Investment Corporation.

Transactions with and/or Dependence on Related Parties - the information
required is contained on Note 18 to the Company's 2005 Audited Financial
Statements.

Patents, Trademarks, Licenses, Franchises, Concessions, Royalty Agreements,
or Labor Contracts, including Duration ~ -NONE

Need for Any Governmental Approval of Principal Products or Service — The
Company is a participant in various SCs and GSECs with the government through
the Department of Energy which provide for certain minimum work expenditure
obligations and drilling of a specified number of wells and are covered by
operating agreements which set forth the participating interests, rights and
obligations of the Contractor.

Effect of Existing or Probable Governmental Regulations on the Business -
Existing government regulations do not adversely affect the business of the
Company.



12

h) Estimate of Amount Spent for Research and Development
Activities — The Company incur expenses in the oil exploration projects wherein
the company is a participant, expense on the evaluation and studies on these
projects form part of deferred costs.

i) Costs and Effects of Compliance with Environmental Laws
Compliance with the environmental laws has not, and is not anticipated to,
adversely affect the businesses and financial conditions of the Company.

j) Employees — As December 31, 2005, the Company has 25 employees. The
Company does not anticipate hiring additional employees within the ensuing
twelve (12) months. The present employees are not subject to Collective
Bargaining Agreement.

Type of employee Exploration/ Finance/Administration/
Technical Legal/Stocks
Executive Officers 2 3
Managers/Technical 3 1
Rank and File 5 11
Total 10 15
k) Mining and Oil Companies - information required herein is provided in Item 1 (a)

above under the heading “Petroleum Projects”.
Item 2. Properties

The information required by ltem 2 is contained in Note 8 to the Company's 2005 Audited
Financial Statements.

The Company as a participant in Service Contract No. 14, reflects its proportionate share in the
cost of the production facilities of the Nido, Matinloc, North Matinloc and West Linapacan oilfields
under the “Wells, platforms and other facilities” account. These production facilities are located in
the offshore Palawan area, while the office condominium units, furnitures, and other equipments
are located at 125 Pioneer Street, Mandaluyong City. A mortgage participation indenture based
on the appraised value of the office condominium units amounting to about P71.355M as of
October 2005, are used as collateral for some of the Company’s loans. These properties are in
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good condition. The Company does not intend to make any substantial property acquisition in the
next twelve (12) months.

The Company's exploration properties, which are presented as deferred oil exploration and
development costs in the audited financial statements are presented below:

SC/GSEC No. Participating Interest | Deferred Costs
(in thousands)
SC6A (Octon) 43.33000% P 408,243

_ (SaddleRock/Esperanza) | 43.33000 64,844
SC41 (Sulu Sea) 15.48000 145,989
GSEC98 (Onshore Mindoro) | 30.00000* 73,595
Swan Block (NW Palawan)

Unified 32.97500 98,811
SC6B (Bonita/Cadlao) 21.87500 12,710
Others 1,058

Total P 805,249

*includes Anglo and Basic
Item 3. Legal Proceedings

There is no pending litigation or claim by or against, nor any contingent liability of nor any
judgment or settlement rendered by any government agency or any other party either in favor of or
against, the Company.

Item 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the fourth quarter of the fiscal
year covered by this report.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION

Item . Market for Registrant's Common Equity and Related
Stockholders Matters

(a) Market Price of and Dividends on Registrant's Common Equity and Related Stockholder
Matters
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(1) Market Information
The Company;s shares are listed and traded in the Philippine Stock Exchange. The high and low

sale price of the Company’s shares for each quarter during the last two (2) years 2005 and 2004
and the first quarter of the current year 2006, expressed in Philippine Pesos, are as follows:

Stock Prices:

High Low
2006 First Quarter P0.560 : P0.350
2005 First Quarter 0.540 0.215
Second Quarter 0.380 0.210
Third Quarter 0.470 0.280
Fourth Quarter 0.440 0.340
2004 First Quarter 0.235 0.135
Second Quarter 0.290 0.140
Third Quarter 0.280 0.180
Fourth Quarter 0.270 0.180

(2) Holders

There were 10,933 shareholders of record as of December 31, 2005. Common shares outstanding
as of December 31, 2005 totaled 1,534,944,016 shares. SEC approved the last registration of the
capital stock filed on January 27, 199%4.

Top 20 stockholders as of December 31, 2005:

NAME NG. OF SHARES HELD % TO TOTAL
1. NATIONAL BOOKSTORE, INC. 266,526,223 17.3639
2. VULCAN INDUSTRIAL & MINING CORP. 205,876,535 134126
3. PHILEX MINING CORPORATION 174,403,750 11.3622
4. ALAKOR CORPORATION 51,459,904 3.3525
5. TERESITA DELA CRUZ 25,507,577 1.6617
8. PHILIPPINE OVERSEAS TELECOMMS. 24,234,387 1.5788
7. ALAKOR SECURITIES CORPORATION 24,223,034 1.5781
8. TRAFALGAR HOLDINGS PHILS., INC. 14,740,821 0.9603
8. WEALTH SECURITIES, INC. 9,593,122 0.6248
10. OSCART. LEE 7,443,947 0.4843
11. HENRY A. BRIMO 6,013,353 0.3917
12. ALSONS CONSOLIDATED RESCURCES 5,667,200 0.3692
13. CONRADO S. CHUA 4,905,652 0.3195
14. RCBC TA# 72-230-8 3,854,825 0.2511
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15. ANG NGO CHIONG 3,643,112 0.2373
16. NICASIO ALCANTARA 3,632,000 0.2366
17. ALBERT AWAD 3,515,620 0.2290
18. RCBC TA# 32-314-4 3,368,821 0.2194
19. ALBERTO MENDQZA &/OR JEANIE 3,179,104 0.2071
MENDOZA

| 20. CUALOPING SECURITIES CORP. 3,052,169 0.1988

(3) Dividends

NO dividends were declared during the last two (2) years 2004 and 2005 and the first quarter of
the current year 2006.

The Company'’s ability to declare and pay dividends is restricted by the availability of funds and the
provision of existing loan agreements.

(4) Recent Sales of Unregistered Securities

NO unregistered securities were sold during the past three (3) years. All of the Company’s issued
and outstanding shares of stock are duly registered in accordance with the provisions of the SRC.
(a) Securities Sold — not applicable; NO securities were sold
(b) Underwriters and Other Purchases — not applicable; NO securities were sold
(c) Consideration — not applicable; NO securities were sold
(d) Exemption from Registration Claimed — not applicable; NO securities were sold.

Item 6. Management’s Discussion and Analysis or Plan of Operation.
(a) Management’s Discussion and Analysis or Plan of Operation
(1) Plan of Operation

(A) The Company expects to be able to satisfy its working capital requirements for the next
twelve (12) months. Should the Company's cash position be not sufficient to meet current
requirements, the Company may consider:

(i) Collecting a portion of Accounts Receivables as of December 31, 2005; or,

(i) Selling a portion of its existing investments and/or treasury shares that it may
subsequently acquire.

(iii) Generating cash from loans and advances.
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(B)  The Company is now considering farm-in proposals from local and foreign oil companies
which have offered to undertake additional exploration/development work and implement
production enhancement measures at no cost to the Filipino companies in exchange for
equity in the projects that they will be involved in.

(9] The Company does not expect to make any significant purchase or sale of any plant and
equipment within the next twelve (12) months.

(D)  The Company does not expect any significant change in the number of its employees in
the next twelve (12) months.

(2) Management’s Discussion and Analysis

Financial highlights for the years 2005 and 2004 are presented below:

{in thousands of pesos)
2005 2004 (as restated)

Petroleum Revenues 78,739 37,575
Investment Income 38,282 9,710
interest & Other Income 16,518 13,018

Net Income (Loss) 2,745 { 308,281)

Total Assets 2,293,019 2,210,921

Net Worth 1,796,124 1,764,696

Issued & Subscribed Capital 1,534,944 1,534,944

The top five (5) key performance indicators of the Company are as follows:

Dec. 31, 2008 Dec. 31, 2004
Current Ratio 0.16:1 0.07:1
Current Assets 77,070,904 22,175,870
Current Liabilities 496,234,778 297,350,067
Debt fo Equity Ratio 0.28.1 0.25:1
Total Liabilities 496,894,593 446,224,409
Stockholders Equity 1,796,124,094 1,764,696,348
Equity to Debt Ratio 3.61:1 3.95:1
Stockholders Equity 1,796,124,094 1,764,696,348
Total Liabilities 496,894,593 446,224 409




17

Book Value per Share 1.17016 1.14968
Stockholders Equity 1,796,124,094 1,764,696,348
Average shares outstanding 1,534,944.016 1,534,944,016

Income (Loss) per Share 0.00179 (0.20084)

Net income (Loss) 2,744,795 (308,281,512
Average shares outstanding 1,534,944,016 1,534,944,016

Current Ratio increased to 0.16:1 as of December 31, 2005 from 0.07:1as of December 31, 2004,
The Company's current liabilities exceeded its current assets by P419.2 million as of December
31, 2005 and P275.2 million as of December 31, 2004. However, a portion of the “Investments”
account in the balance sheet, consists of shares of stock which are listed with the Philippine Stock
Exchange and which could be sold to meet the Company’s obligations as might be called for by
future circumstances. These shares of stock have an aggregate market value of P243.4 million as
of December 31, 2005 and P195.2 million as of December 31, 2004. If these shares would be
considered part of Current Assets, the recomputed current ratio would be 0.65:1 as of December
31, 2005 and 0.73:1 as of December 31, 2004.

The Company has NO majority-owned subsidiaries and as such, NO disclosure on performance
indicators was made.

U)

(il

(i)

(iv)

Trends, events or uncertainties that have or are reasonably likely to have a material
impact on the Company’s short-term or long-term liquidity, the information required by
this item is contained in Note 2 o the Company’s Audited Financial Statements.

The Company's internal source of liquidity comes from revenues generated from
operations. The Company's external sources of liquidity come from stock
subscriptions, loans and advances.

The Company is expected to contribute its share in the exploration and development
expenditures in the SCs and GSECs. However, most of the funding for such
expenditures is expected to be provided by potential farminees to these projects.

Trends, events or uncertainties that have had or reasonably expected to have a
material impact on the revenues or income from continuing operations, the information
required by this item is contained in Notes 2, 13 and 15 to the Company’s 2005
Audited Financial Statements.
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(v) There have been no material changes from period to period in one or more line items
of the Company'’s financial statements, except those discussed below:

a) Total assets increased from P2.2 billion as of year-end 2004 to P2.3 billion as of
year-end 2005.

Cash account increased by P5.4 million or 164% from P3.3 million as of
December 31, 2004 to P8.7 million as of December 31, 2005, the
increase was due to the collection of some receivables.

Receivables increased by P13.6 million or 104%. The increase was due
to some receivables accrued.

P39.5 million of advances to related companies was reclassified to
current assets in 2005 from noncurrent assets.

Other current assets decreased by P0.08 million or 33% due to the
application of prepaid income tax booked as of December 31, 200.

b) Total current liabilities increased from P297.4 million in 2004 to P496.2 million in

2005.

Loans payable and current portion of long-term debt decreased by P29.7
million or 51% and P38.8 million or 31%, respectively, mainly due to the
settlement of some loans.

Trade and other payables increased by P9.8 million or 9% due to some
accruals booked at year-end.

Advances from related companies amounting to P257.6 million were
reclassified to current liabilities in 2005.

Additional information is also contained in Notes 14 and 17 of the Report
of the Independent Auditors.

¢) Stockholders’ equity increased by P31.4 million mainly due to the adjustment in
the valuation reserve pertaining to the listed stock investments of the company.

d) Gross revenues in 2005 totaled P133.5 million compared to P60.3 million in 2004.
The increase in revenues in 2005 was accounted for mainly by the higher income
from petroleum operations which was up by P41.2 million. The increase was
caused primarily by the higher production volume and crude prices in 2005. The
average price per barrel in 2005 was US$ 25.97 as compared to US$ 19.29 in
2004. Equity in net earnings of associates increased by P28.6 million or 294%
due to the high level of income of the associates. Interest, dividends and other
income increased by P3.5 million mainly due to higher other income and foreign
exchange gain booked in 2005.
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f) Total costs and expenses in 2005 decreased by P238.2 million. The decrease
was due mainly to the absence in 2005 of the P255.7 million loss on disposal of
part of the EPHI investment booked in 2004 and the provision for probable loss on
deferred oil exploration and development charges of P37.5 million.

There have been no seasonal aspects that had material effect on the financial
condition or results of operations of the Company.

There are NO events that will trigger direct or contingent financial obligation that is
material to the Company, including any default or acceleration of an obligation,
EXCEPT as discussed below:

As disclosed in Note 15 to the Financial Statements, the Company was unable to pay
principal installments due for the period September 2003 to December 2005 on its
loan with Metropolitan Bank & Trust Company, accordingly, the whole amount of the
loan was classified as current.

Also as disclosed in Notes 2 and 13 to the Financial Statements, the Company did not
make principal and interest payments to another creditor bank pending formal
approval of the restructuring of its loan.

The local banks charge penalty on unpaid interest ranging from 24% to 36% of the
outstanding unpaid principal and interest. As of December 31, 2005, the Company
had not fully recognized the penalty charged by creditor banks pending the final
outcome of the restructuring of the loans which is expected to result in the substantial
condonation of the accrued penalties.

There are NO material off-balance sheet transactions, arrangements, obligations

(including contingent obligations), and other relationships of the Company with
unconsolidated entities or other persons created during the reporting period, except

as disclosed in Note 24 to the Financial Statements.

Interim Periods

No interim financial statements are included in this report.
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Item 7. Financial Statements

The 2005 Audited Financial Statements of the Company is incorporated herein by reference. The
schedules listed in the accompanying Index to Supplementary Schedules are filed as part of this
Form 17-A.

Item 8. Information on Independent Accountant and other Related Matters

Information on Independent Accountant. The accounting firm of Sycip, Gorres, Velayo and
Company (SGV) with address at 6760 Ayala Avenue, Makati City was appointed as the external
auditor of the Company in the 2004 and 2005 annual stockholders’ meeting.

External Audit Fees and Services. The fees of the external auditor in the past two (2) years are
as follows:

Year Audit & Audit Related Fees | Tax Fees Other Fees
2005 P450,000 0- -0-
2004 P325,000 -0- 0-

For the past two (2) years, the Company has not engaged the services of SGV except for the
audit and review of the annual financial statements in connection with statutory and regulatory
filings for years 2005 and 2004. The amounts under the caption “Audit and Audit Related Fees’
for the years 2005 and 2004 pertain to these services.

The Audit Committee reviews and recommends to the Board and stockholders the appointment of
the external auditor and the fixing of the audit fees for the Company. The Board and stockholders
approve the Audit Committee’s recommendations.

The Audit Committee has an existing policy, which prohibits the Company from engaging the
independent accountant to provide services that may adversely impact their independence,
including those expressly prohibited by SEC regulations.

Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.
The Information required by ltem 8 is contained in the Report of Independent Auditors on the
Company’s 2005 Audited Financial Statements.
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PART IIl - CONTROL AND COMPENSATION INFORMATION

Item 9. Directors and Executive Officers of the Registrant

(a) Directors, Executive Officers Promoters and Control Persons

(1) Identify Directors and Executive Officers

(A) Names and Ages of all Directors and Executive Officers

Name Age Citizenship Position Period of service
From To

Alfredo C. Ramos 62 Filipino Chairman of the | 1992 Present

Board

President 1889 Present
Nicasio |. Alcantara 63 Filipino Director 1991 Present
Walter W. Brown 66 Filipino Director 2003 Present
Christopher M. Gotanco 56 Filipino Director 2005 Present
Honorio A. Poblador il 59 Filipino Independent 2002 Present

Director
Presentacion S. Ramos 63 Filipino Director 1997 Present
Augusto B. Sunico 77 Filipino Director 1984 1 Present
Adrian S. Ramos 27 Filipino Director Jan 2006 Present
Francisco A. Navarro 63 Filipino Director Mar 2006 Present

Exec. Vice Pres. 2005 Present
Reynaldo E. Nazarea 54 Filipino Treasurer 2005 Present

VP-Admin, 1987 Present
Alessandro O, Sales 47 Filipino VP-Exploration 2005 Present
Adrian S. Arias 43 Filipino Corporate 1992 Present

Secretary

The Company's independent directors are Messrs.Honorio A. Poblador I and Nicasio |. Alcantara.

(B)  Positions and offices that each person named above held with the Company

Mr. Alfredo C. Ramos has been the President and Chairman of the Board of the Company since

December 1992.

Dr. Walter W. Brown was elected director in 2003 to replace Mr. Henry A. Brimo who retired as

director.
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Mr. Christopher M. Gotanco was elected director in 2005 to replace Mr. Teodoro L. Locsin.
Ms. Presentacion S. Ramos has been a director since 1997.

Atty. Augusto B. Sunico has been a Director since October 1989, He retired as EVP & Treasurer in
April 30, 2005.

Independent directors Mr. Nicasio [. Alcantara and Mr. Honorio A. Poblador I1l have been directors
of the Company since 1991 and 1992, respectively.

Mr. Adrian. S. Ramos was elected director on January 18, 2006 to replace Mr. Gerard H. Brimo
who resigned as director.

Mr. Francisco A. Navarro was elected director on March 22, 2006 to replace Mr. Maximo G.
Licauco Il who resigned as director. He is the company's Executive Vice President since May 1,
2005 and has headed the company's exploration division since 1986.

Mr. Reynaldo E. Nazarea became the company's Treasurer on May 1, 2005. He has been the
company's Vice President for Finance and Administration since 1987.

Mr. Alessandro Q. Sales became the Vice President for Exploration in July 2005.

Atty. Adrian S. Arias has been the company’s Corporate Secretary since 1992.

(C)  Term of Office as Director and Period of Service

The Directors of the Company are elected at the annual stockholders’ meeting to hold office until
the next succeeding annual meeting and until their respective successors have been elected and
qualified. Officers are appointed or elected annually by the Board of Directors during its
organizational meeting following the Annual Meeting of Stockholders, each to hold office until the
corresponding meeting of the Board of Directors in the next year or until a successor shall have
been elected, appointed or shall have qualified, in accordance with the Company’s By Laws.

(D) Business experience of directors/officers during the past five (5) years
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Mr. Alfredo C. Ramos is the Chairman of the Board and President/Chief Executive Officer of the
Company. For the past five (5) years, he has served as a director anfor executive officer, and
maintained business interests in companies involved in printing, publication, sale and distribution
of books, magazines and other printed media, transportation, financial services, infrastructure, oil
and gas exploration, mining, property development, shopping center, department store, gaming
and retail, among others.

Mr. Nicasio I. Alcantara is an Independent Director of the Company. For the past five (5) years, he
has served as a director and/or executive officers and maintained business interests in companies
involved in cement, power and energy, financial services, agriculture and diversified holdings,
among others.

Dr. Walter W. Brown is a Director of the company. For the past five (5) years, he has served as
director/executive officer/consultant to companies involved in mining, petroleum exploration and
development, real estate development and manufacturing.

Mr. Christopher M. Gotanco is a Director of the company. For the past five (5) years, he has
served as a director and/or executive officer in companies involved in transportation, property
development, mining, oil and gas exploration, and retail, among others.

Mr. Honorio A. Poblador ! is an Independent Director of the Company. For the past five (5) years,
he has served as a director and/or executive officer and maintained business interests in
companies involved in telecommunications, property development and diversified holdings, among
others.

Ms. Presentacion S. Ramos is a Director of the Company. For the past five (5) years, she has
served as a director and/or executive officer and maintained business interests in companies
involved in the printing, publication, sale and distribution of books, magazines and other printed
media, department store, stock brokerage, oil and gas exploration and mining, among others.

Mr. Adrian S. Ramos is a Director of the company. He has served as a director and/or executive
officer in companies engaged in the printing, publication, sale and distribution of books, magazines
and other printed media, investment holdings, mining, financial services, securities and water
infrastructure.

Atty. Augusto B. Sunico is a Director of the company. For the past five (5) years, he has served as
a director and/or executive officer , and maintained business interests, in a university and
companies involved in oil and gas exploration, mining, stock brokerage, property development,
financial services and shopping center, among others.
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Mr. Francisco A. Navarro is a Director and the Company’s Executive Vice President. For the past
five (5) years, he has headed the exploration and development groups of various companies
involved in oil and gas exploration and mining.

Mr. Reynaldo E. Nazarea is the company’s Treasurer and Vice President for Administration. For
the past five (5) years, he has served as a director of companies involved in financial services.

Mr. Alessandro O. Sales is the company’s Vice President for Exploration. He has formulated and
implemented the company’s oil exploration and development programs for the past five (5) years.

Atty. Adrian S. Arias is the company's Corporate Secretary. He has been in active corporate law
practice for more then ten (10) years.

(E) Directors with directorship(s) held in reporting companies

Alfredo C. Ramos Anglo Philippine Holdings Corp.

Atlas Consolidated Mining & Devt. Corp
EDSA Properties Holdings, Inc.

Kuok Philippine Properties, Inc.

Penta Capital Investment Corporation
Penta Capital Finance Corporation
Philippine Gaming & Management Corp.
Philippine Seven Corporation

United Paragon Mining Corporation
Vulcan Industrial & Mining Coerp.

Walter W. Brown A. Brown Company, Inc.

International Exchange Bank

Philippine Realty and Holdings Corporation
Philex Mining Corporation

Augusto B. Sunico Alakor Securities Corporation

Anglo Philippine Holdings Corporation
EDSA Properties Holdings, Inc.
Manuel L. Quezon University

Penta Capital Investment Corporation
Penta Capital Finance Corporation
United Paragon Mining Corporation
Vulcan Industrial & Mining Corporation

Presentacion S. Ramos Alakor Securities Corporation
Anglo Philippine Holdings Corporation
Vulcan Industrial & Mining Corporation
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Christopher M. Gotanco Anglo Philippine Holdings Corporation

Vulcan Industrial & Mining Corporation

Francisco A. Navarro Anglo Philippine Holdings Corporation

Vulcan Industrial & Mining Corporation

Adrian S. Ramos Alakor Securities Corporation

Anglo Philippine Holdings Corporation
United Paragon Mining Corporation

Nicasio |. Alcantara Petron Corporation
Honorio A, Poblador il Philippine Comm. Satellite Corporation
(2 Significant Employees

Other than its executive officers, the Company has not engaged the services of any
person who is expected to make significant contribution to the business of the Company.

Family Relationships

Mr. Alfredo C. Ramos, Chairman of the Board and President, is the husband of Ms.
Presentacion S. Ramos, Director, and brother-in-law of Atty. Augusto B. Sunico, Director.
Mr. Adrian S. Ramos, Director, is the son of Mr. Alfredo C. Ramos and Ms. Presentacion
S. Ramos.

Involvement in Certain Legal Proceedings

The Company is not aware of: (1) any bankruptcy petition filed by or against any business
of which a director, person nominated to become a director, executive officers, promoter,
or control person of the Company was a general partner or executive officer either at the
time of the bankruptcy or within two (2) years prior that time; (2) any conviction by final
judgment in a criminal proceeding, domestic or foreign, or being subject to a pending
criminal proceeding, domestic or foreign excluding traffic violations and other minar
offenses of any director, person nominated to become a director, executive officer,
promoter, or control person; (3) any order, judgment or decree, not subsequently
reversed, suspended or vacated, of any court of competent jurisdiction, domestic or
foreign, permanently or temporarily, or being subject to a pending criminal proceeding,
domestic or foreign, excluding traffic violations and other minor offenses of any director,
executive officer, promoter or control person; and (4) judgment against a director, person
nominated to become a director, executive officer, promoter, or control person of the
Company found by a domestic or foreign court of competent jurisdiction {in a civil action),
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the Philippine Securities and Exchange Commission or comparable foreign body, or a
domestic or foreign exchange or electronic marketplace or self-regulatory organization, to
have violated a securities or commodities law, and the judgment has not been reversed,
suspended or vacated.

Item 10. Executive Compensation
(1) Summary Compensation Table
Information as to aggregate compensation paid or accrued during the last two years and to be paid

in the ensuing year to the Company's Chief Executive Officer and four other most highly
compensated officers follows:

Name Position Year Salary Bonus Other Annual
Compensation
Alfredo C. Ramos Chairman/President
Augusto B. Sunico EVP & Treasurer (retired
April 30, 2005)
Francisco A. Navarro EVP
Reynaldo E. Nazarea Treasurer & VP-Admin
Alessandro O. Sales VP-Exploration
Isabelita L. Matela Finance Manager
2004 1,623,706 0- 0-
2005 8,595 510 - -
2006 (est) 4,569,198 <0- 0-
All Officers and directors as
a group unnamed
2004 2,618,459 <0- -
2005 10,530,833 0- 0-
2006 (est) 5,878,871 {- 0-

(2) Compensation of Directors

(A) Standard Arrangement

For the most recently completed year and the ensuing year, directors received and will receive a
per diem of P5,000.00 per month to defray their expenses in attending board meetings. There are
no other arrangements for compensation of directors, as such, during the last year and for the
ensuing year.

(B) Other Arrangements
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There are no other arrangements for compensation of directors, as such, during the last year and
ensuing year.

(3) Employment Contracts and Termination of Employment and Change-in-Control

The Company maintains standard employment contracts with Messrs. Alfredo C. Ramos, Augusto
B. Sunico, Francisco A. Navarro, Reynaldo E. Nazarea and Alessandro O. Sales, all of which
provide for their respective compensation and benefits, including entitlement to health benefits,
representation expenses and company car plan. Other than what is provided under applicable
labor laws and existing retirement plan, there are no compensatory plans or arrangements with
executive officers entitling them to receive more than P2,500,000.00 as a result of their
resignation, retirement or any other termination of employment, or from change in control of the
Company. There are no warrants or options outstanding in favor of dir