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For the quarterly period ended March 31, 2012
SEC Identification Number: AS093-008809 3. BIR Tax Identification No. 003-865-392-000

Exact name of registrant as specified in its charter: PACIFIC ONLINE SYSTEMS CORPORATION

Metro Manila, Philippines 6. (SEC Use Only)

Province, Country or other jurisdiction of Industry Classification Code

Incorporation or organization

19/F, West Tower, PSE Centre, Exchange Road, Ortigas Center, Pasig City 1605
Address of principal office Postal Code

632/636-5281
Registrant's telephone number, including area code

Not applicable
Former name, former address, and former fiscal year, if changed since last report.

Securities registered pursuant to Sections 4 and 8 of the RSA
Number of Shares of Common Stock
Title of Each Class Outstanding and Amount of Debt Outstanding
Common Stock, P1.00 par value 200,933,000

Are any or all of these securities listed on the Philippine Stock Exchange.
Yes [ x ] No [ ]

Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 thereunder or Sections 11
of the RSA and RSA Rule 1 (a)-1 thereunder, and Section 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 [ ]



PART | - FINANCIAL INFORMATION
Item 1. Financial Statements
The following financial statements are submitted as part of this report:

a.) Unaudited Statements of Income and Retained Earnings for nine months ended
March 31, 2012 and March 31, 2011;

b.) Unaudited Balance Sheet as of March 31, 2012 and Audited Balance Sheet as of
December 31, 2011;

¢.) Unaudited Statements of Changes in Stockholders’ Equity for the three months ended
March 31, 2012 and March 31, 2011; and

d.) Unaudited Statements of Cash Flow for the three months ended March 31, 2012 and
March 31, 2011.

Item 2. Management’s Discussion and Analysis of Financial
Condition and Results of Operations.

Comparable Discussion on Material Changes in Results of Operations for the Three
Months’ Period Ended March 31, 2012 vs. March 31,2011

Revenues

Pacific Online Systems Corporation (the “Company”) generated total revenues from operating
sources of B386.7 million for the three months ended March 31, 2012, an increase of
P47.8 million (14%) over total revenues of £ 338.9 million during the same period in 2011.
This increase was mainly due to increases in terminals deployed for both Lotto and Keno.

Expenses

The Company’s total operating expenses, including depreciation and amortization, for the
three months ended March 31, 2012 increased by B 29.2 million (13%) to B 247.3 million,
from B218.1 million for the same period in 2011. The increase is attributed to the following:
(1) Personnel costs increased by B 3.5 million (11%) mainly due to increase in manpower
complement and personnel compensation; (2) Consultancy and software license fees increased
by 2 11.9 million (38%) due to fee arrangements based on sales; (3) Travel and accommodation
increased by B 4.3 million (26%) due to various business activities across the country; (4)
Management fees increased by £ 3.6 million (27%) due to increase in earnings before tax ; (5)
Advertising and promotion increased by £ 4.6 million (57%) mainly due to marketing service
fees paid to sub-distributors; and (6) Impairment losses on receivables increased by B 0.543
million (35%) due to additional allowance for doubtful accounts.

The increases accounted for in the foregoing expense accounts were offset mainly by a decrease

in Repairs and maintenance account by £ 1.9 million (13%) mainly due to reduced consumption
of spare parts.

Page 1 of 7



Other Income (Charges)

Other charges exceeded other income at B 1.8 million in the current period from a positive
level of R 62.9 million in the same period in 2011, mainly due to unrealized mark-to-market
loss on marketable securities.

Operating Income, Net Income and Total Comprehensive Income

As a result of the above developments, the Company realized operating income of £ 139.5
million for the three months ended March 31, 2012, an increase of R18.7 million (15%) from
operating income of £ 120.8 million during the same period last year. The Company posted
net income of R 95.6 million for the three-month period ended March 31, 2012, a decrease
of B 49.3 million (34%) from net income of B 144.9 million during the same period in 2011,
mainly due to extraordinary and unrealized mark-to-market loss on marketable securities.
Likewise, total comprehensive income decreased by £78.8 million (54%) from total
comprehensive income of B 144.9 million during the same period in 2011, principally due to
loss on available-for-sale financial assets.

Comparable Discussion on _Material Changes in Financial Condition - March 31, 2012 vs.

December 31, 2011

Total assets of the Company increased by £99.1 million (6%) to B 1.8 billion as of March
31,2012, from £ 1.7 billion as of December 31, 2011. Increases in assets are attributable to the
following: (1) Cash and cash equivalents increased by B 78.3 million mainly due to higher
operating income which in turn resulted in higher operating liquidity; (2) Marketable securities
increased by  14.5 million principally due to additional purchases of marketable securities ; (3)
Trade and other receivables increased by £47.8 million due to higher trade receivables from
both lotto and instant scratch tickets; and (4) Other current assets increased by £ 3.8 million
due to higher instant scratch ticket inventories. These increases were offset by the following
decreases: (1) Available- for- sale financial assets decreased by £29.5 million dueto decline
in market price of quoted securities, more particularly new common shares of Leisure & Resorts
World Corporation (LRWC) as part of a private placement offering made by the latter. The
Company subscribed to 25 million shares at the agreed subscription price of £ 7.50 per share. On
March 22, 2011, the Company paid 25 percent of the subscription in the amount of B 46.9
million. The subscription balance of B 140.6 million was paid in full on May 15, 2011; (2)
Property and equipment, net of accumulated depreciation, decreased by £ 15.2 million due to
depreciation charges on equipment under capital lease; and (3) Intangible assets decreased by
21.1 million due to amortization expense for the period.

Total liabilities of the Company increased by B83.1 million (20%) mainly due to aggregate
increase in trade and other payables of B 46.9 million (22%) resulting from accrual of various
expenses for prizes and increase in income tax payable of 2 42.6 million (124%) due to higher
income before tax.

Page 2 of 7



The stockholders’ equity as of March 31, 2012 of B 1.27 billion was higher by £ 16.1 million
compared to the year-end 2011 level of B 1.25 billion, due mainly to the reported net income
for the three months ended March 31,2012 of B 95.6 million. Consequently, the Company’s
retained earnings balance increased from 8 797.8 million to B 892.7 million.

Comparable Discussion on Material Changes in Cash Flows for the Three Months Ended
March 31,2012 vs. March 31, 2011

There was a net increase in cash and cash equivalents from £ 50.9 million to 8 78.3 million for
the period or an increase of B 27.4 million (§4%). However, the Company’s cash and cash
equivalents as of March 31, 2012 of B 349.4 million was lower by £38.9 million, compared
to P388.4 million as of March 31, 2011. This is due to a decrease in the balance carried
forward from December 31, 2011 after the full payment of subscription to LRWC in May
2011. Beginning balance in the first quarter of 2011 was £ 337.5 million while beginning
balance in the first quarter of 2012 was P 271.1 million or a decrease of B 66.4 million (20%).

Discussion and_Analysis of Material Events and Uncertainties Known to Management

As of March 31, 2012, except for what has been noted in the preceding part, there were no
material events or uncertainties known to management that had a material impact on past
performance, or that would have a material impact on the future operations, in respect of the
following;:

1. Known trends, demands, commitments, events or uncertainties that would have a
material impact on the Company;

2. Material commitments for capital expenditures that are reasonably expected to have a
material impact on the Company’s short-term or long-term liquidity;

3. Known trends, events or uncertainties that have had or that are reasonably expected to
have a material favorable or unfavorable impact on net sales/revenues/income from
continuing operations;

4. Significant elements of income or loss that did not arise from the Company’s continuing
operations;

5. Seasonal aspects that had a material impact on the Company’s results of operations;

6. Material changes in the financial statements of the Company for the periods ended
December 31,2011 to March 31, 2012, except those mentioned above;

7. Any events that will trigger direct or contingent financial obligation that is material to
the Company, including any default or acceleration of an obligation; and

8. Any material off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships with unconsolidated entities or other
persons created during the reporting period.
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Key Performance Indicators

The Company monitors its performance and benchmarks itself to prior years’ results in terms of
the following indicators:

March 31,2012 | Dec. 31, 2011
Current Ratio Current assets over current| 2.70 :1.00 3.06:1.00
liabilities
Debt-to-Equity Total liabilities over | 040 :1.00 0.34: 1.00
Ratio stockholders’ equity

March 31, 2012 | March 31, 2011

Return on Assets Net income over total assets 5% 9%
Return on Capital | Net operating income after tax 7% 7%
Employed over capital employed (i.e.,

total assets — current liabilities)
Earnings per Share | Net income over number of £0.48 £0.72

shares outstanding
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PART Il - OTHER INFORMATION

Other Required Disclosures

1.

The attached interim financial reports were prepared in accordance with accounting
standards generally accepted in the Philippines. The accounting policies and methods of
computation followed in these interim financial statements are the same compared with
the audited financial statements for the period ended December 31, 2011.

A number of new and revised standards, amendments to standards and interpretations are
effective for annual periods beginning January 1, 2012 and none of these had a
significant effect on the interim financial reports.

PFRS 9, Financial Instruments. PFRS 9 (2009) is the first standard issued as part of a
wider project to replace PAS 39. PFRS 9 (2009) retains but simplifies the mixed
measurement model and establishes two primary measurement categories for financial
assets: amortized cost and fair value. The basis of classification depends on the entity’s
business model and the contractual cash flow characteristics of the financial asset. The
guidance in PAS 39 on impairment of financial assets and hedge accounting continues to
apply. Prior periods need not be restated if an entity adopts the standard for reporting
periods beginning before 1 January 2012. PFRS 9 (2010) adds the requirements related
to the classification and measurement of financial liabilities, and derecognition of
financial assets and liabilities to the version issued in November 2009. It also includes
those paragraphs of PAS 39 dealing with how to measure fair value and accounting for
derivatives embedded in a contract that contains a host that is not a financial asset, as
well as the requirements of Philippine Interpretation — IFRIC 9, Reassessment of
Embedded Derivatives. The adoption of the amendment is required for annual periods
beginning on or after January 1, 2015.

After consideration of the result of its impact evaluation, the Company has decided not to
early adopt PFRS 9 (2009) or PFRS (2010) for its 2012 annual financial reporting. The
Company shall conduct in early 2013 another impact evaluation using the outstanding
balances of financial statements as of December 31, 2012.

Except as reported in the Management’s Discussion and Analysis of Financial
Condition and Results of Operations (“MD & A”), there were no unusual items
affecting assets, liabilities, equity, net income or cash flows for the interim period.

There were no material changes in estimates of amounts reported in prior periods that
have material effects in the current interim period.

Except as disclosed in the MD & A, there were no other issuance, repurchases and
repayments of debt and equity securities.

There were no material events that occurred subsequent to March 31, 2012 and up to the
date of this report that need disclosure herein.
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Except as disclosed in the MD & A, there were no changes in the composition of the
Company during the interim period such as business combinations, acquisitions or
disposals of subsidiaries and long-term investments, restructuring, and discontinued
operations.

There were no changes in contingent liabilities or contingent assets since December 31,
2011.

There exist no material contingencies and other material events or transactions affecting
the current interim period.

. In 2011, the Board of Directors declared and paid total of B 99.9 million in cash
dividends. In the meeting held on April 19, 2012, the Board of Directors of the Company
approved the issuance of stock dividend amounting to about B 98.0 million, or fifty
percent (50%) of the present outstanding capital stock of the Company, which dividend
shall be distributed to all stockholders as of a record date to be set in coordination with
the Securities and Exchange Commission and in accordance with the rules of the
Exchange. The payment date for the stock dividend will be issued from the Company’s
authorized and unissued capital stock. The required stockholders’ ratification and
approval of the declaration of the stock dividend shall be solicited during the Company’s
Annual Stockholders’ Meeting scheduled on 23 May 2012.
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SIGNATURES

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

Issuer: PACIFIC ONLINE SYSTEMS CORPORATION

WILLY N.! ONER RHEDERICK B. 1 NG

Chairman of the Board Chief Financial Officer and

and President Senior Vice President-Finance,
Administration and Human Resources

Date: April 25, 2012 Date: April 25, 2012

*Mr. Inciong also serves as the Principal Accounting Officer of the
Company

Page 7 of 7



PACIFIC ONLINE SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

For the Three Months Ended March 31, 2012 and 2011

Year to Date This Period
2012 2011 2012 2011
REVENUE
Equipment rentals 276,802,251 234,353,381 276,802,251 234,353,381
Commission income 47,206,683 45,099,413 47,206,683 45,099,413
Instant scratch tickets - net 59,028,904 56,185,150 59,028,904 56,185,150
Maintenance and repair fees 3,699,805 3,260,666 3,699,805 3,260,666
386,737,643 338,898,610 386,737,643 338,898,610
COSTS AND EXPENSES
Depreciation and amortization 38,926,711 37,915,851 38,926,711 37,915,851
Personnel costs 35,254,867 31,763,831 35,254,867 31,763,831
Consultancy and software license fees 43,492,110 31,617,706 43,492,110 31,617,706
Rent and utilities 27,470,197 26,532,766 27,470,197 26,532,766
Travel and accommodation 21,297,761 16,937,110 21,297,761 16,937,110
Communication costs 17,003,922 16,091,854 17,003,922 16,091,854
Management fees 17,371,150 13,723,391 17,371,150 13,723,391
Repairs and maintenance 13,252,122 15,161,778 13,252,122 15,161,778
Adbvertising and promotion 12,650,395 8,040,721 12,650,395 8,040,721
Taxes and licenses 4,356,908 4,465,146 4,356,908 4,465,146
Professional fees 3,142,057 3,275,563 3,142,057 3,275,563
Entertainment, amusement and recreation 3,872,948 3,869,522 3,872,948 3,869,522
Operating supplies 2,093,631 2,154,943 2,093,631 2,154,943
Impairment losses on receivables 2,092,149 1,548,883 2,092,149 1,548,883
Others 4,979,092 5,001,173 4,979,092 5,001,173
247,256,021 218,100,239 247,256,021 218,100,239
OPERATING INCOME 139,481,622 120,798,371 139,481,622 120,798,371
OTHER INCOME (CHARGES)
Mark-to-market gain (loss) on marketable securities (2,281,911) 17,231,231 (2,281,911) 17,231,231
Gain (loss) on sale of marketable securities 925,186 46,931,038 925,186 46,931,038
Gain (loss) on sale of property and equipment (27,759) (38,688) (27,759) (38,688)
Interest income 1,044,815 1,342,871 1,044,815 1,342,871
Foreign exchange gain (loss) (324,584) (139,884) (324,584) (139,884)
Finance charges (3,965,768) (6,556,440) (3,965,768) (6,556,440)
Others 2,843,685 4,123,488 2,843,685 4,123,488
(1,786,336) 62,893,616 (1,786,336) 62,893,616
INCOME BEFORE INCOME TAX 137,695,286 183,691,987 137,695,286 183,691,987
INCOME TAX EXPENSE (BENEFIT)
Current 42,582,814 36,985,130 42,582,814 36,985,130
Deferred (463,441) 1,766,407 (463,441) 1,766,407
42,119,373 38,751,537 42,119,373 38,751,537
NET INCOME 95,575,913 144,940,450 95,575,913 144,940,450
Attributable to:
Owners of the Parent Company 94,940,663 145,064,964 94,940,663 145,064,964
Non-controlling interests 635,250 (124,514) 635,250 (124,514)
95,575,913 144,940,450 95,575,913 144,940,450
Basic/Diluted Earnings Per Share Attributable to
Owners of the Parent Company 0.48 0.72 0.48 0.72




PACIFIC ONLINE SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

For the Three Months Ended March 31,2012 and 2011

Year to Date This Period
2012 2011 2012 2011
NET INCOME 95,575,913 144,940,450 95,575,913 144,940,450
GAIN (LOSS) ON AVAILABLE-FOR-SALE
FINANCIAL ASSETS (29,500,000) - (29,500,000) -
TOTAL COMPREHENSIVE INCOME 66,075,913 144,940,450 66,075,913 144,940,450
Attributable to:
Owners of the Parent Company 65,440,663 145,064,964 65,440,663 145,064,964
Non-controlling interests 635,250 (124,514) 635,250 (124,514)
66,075,913 144,940,450 66,075,913 144,940,450




PACIFIC ONLINE SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Mar 31/12 Dec 31/11
Unaudited Audited
ASSETS
Current Assets
Cash and cash equivalents 349,434,334 271,125,764
Marketable securities 470,701,145 456,168,573
Trade and other receivables (Schedule 1) 314,676,519 266,906,586
Other current assets 70,093,046 66,308,114
Total Current Assets 1,204,905,044 1,060,509,037
Noncurrent Assets
Available-for-sale financial assets 197,750,000 227,250,000
Property and equipment - net 289,850,179 305,015,747
Intangible assets - net 21,975,078 23,051,527
Deferred tax assets 12,742,921 12,279,480
Other noncurrent assets 45,481,034 45,453,034
Total Noncurrent Assets 567,799,211 613,049,788
1,772,704,256 1,673,558,825
LIABILITIES AND EQUITY
Current Liabilities
Trade and other current liabilities 256,261,262 209,412,943
Current portion of obligation under capital lease 89,397,184 89,133,836
Current portion of installment payable 8,238,380 5,721,447
Withholding taxes payable 15,068,476 7,512,816
Income tax payable 76,889,671 34,306,857
Total Current Liabilities 445,854,973 346,087,899
Noncurrent Liabilities
Obligation under capital lease - net of current portion 49,990,019 68,082,961
Installment payable - net of current portion 2,941,744 2,941,744
Defined benefit liability 4,687,627 3,287,627
Total Noncurrent Liabilities 57,619,390 74,312,332
Total Liabilities 503,474,363 420,400,232
Equity Attributable to Owners of the Parent Company
Capital stock 200,933,000 200,898,000
Additional paid-in capital 275,607,520 275,607,520
Treasury shares (89,488,108) (39,461,243)
Fair value reserve 10,250,000 39,750,000
Retained earnings 892,693,553 797,765,640
1,289,995,965 1,274,559,916
Non-controlling Interests (20,766,072) (21,401,322)
Total Equity 1,269,229,892 1,253,158,594
1,772,704,256 1,673,558,825
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PACIFIC ONLINE SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Three Months Ended March 31

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 137,695,286 183,691,987
Adjustments for:
Depreciation and amortization 38,926,711 37,915,851
Finance charges 3,965,768 6,556,440
Impairment loss on receivables 2,092,149 1,548,883
Unrealized mark-to-market loss (gain) on marketable securities 2,281,911 (17,231,231)
Loss (gain) on sale of marketable securities (925,186) (46,931,038)
Loss (gain) on sale of property and equipment 27,759 38,688
Interest income (1,044,815) (1,342,871)
Unrealized foreign exchange losses (gain) 324,584 139,884
Dividend income (1,127,000) -
Operating income before working capital changes 182,217,168 164,386,593
Decrease (increase) in:
Trade and other receivables (49,862,082) (148,628,902)
Other current assets (3,784,932) 8,963,420
Increase (decrease) in:
Trade and other payables 46,523,736 123,310,801
Withholding taxes payable 7,555,660 (7,074,536)
Defined benefit liability 1,400,000 760,518
Income tax paid 0 (36,627,469)
Interest received 1,044,815 1,342,871
Net cash provided by operating activities 185,094,365 106,433,296
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of :
Marketable securities (24,078,483) (273,942,257)
Property and equipment (19,751,777) (10,902,585)
Increase in other noncurrent assets (28,000) (51,057,563)
Dividend received 1,127,000 -
Proceeds from sale of:
Marketable securities 8,189,186 284,148,308
Property and equipment 2,212,124 23,213
Net cash used in investing activities (32,329,951) (51,730,885)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:
Obligations under finance lease (17,829,595) (17,058,390)
Installment payable (2,655,867) (1,178,195)
Cash dividends (12,750) (100,215,000)
Acquisitions of treasury shares (50,026,864) (506,873)
Interest paid (3,965,768) (6,556,440)
Cash proceeds from:
Sale of treasury stock - 121,474,487
Issuance of capital stock (net of issuance costs) 35,000 239,760
Net cash used in financing activities (74,455,844) (3,800,650)
NET INCREASE IN CASH AND CASH EQUIVALENTS 78,308,570 50,901,762
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 271,125,764 337,456,844
CASH AND CASH EQUIVALENTS AT END OF PERIOD 349,434,334 388,358,606




PACIFIC ONLINE SYSTEMS CORPORATION
Attachments to Unaudited Financial Statements
Schedule 1 - Receivables
as of March 31, 2012

1.) Aging of Accounts Receivables

Neither Past Past Due but not Impaired
Due nor Over
Impaired 91-120 Days 121-150 Days  151-180 Days 180 Days Subtotal Total
Type of Accounts Receivable
a.) Trade Receivables
1) PCSO-Equipment Rentals / - -
Maintenance & Repair Fees 143,456,027 - - - - - 143,456,027
2) Trade receivables - others 153,461,900 - - - - - 153,461,900
296,917,927 - - - - - 296,917,927
b.) Non-Trade Receivables - -
1.) Advances to officers & employees 13,390,248 - - - - - 13,390,248
2.) Contractors and suppliers 16,818,170 7,550,174 - - - 7,550,174 24,368,344
30,208,418 7,550,174 - - - 7,550,174 37,758,592
TOTAL P 327,126,345 P 7,550,174 - - - P 7,550,174 P 334,676,519
2.) Accounts Receivable Description
T Receivable Nature and Description
ypes of Receiva ’ Collection / Liquidation Period
1.) Advances to Officers & employees company loan and other advances granted to officers & employees within one (1) year
2.) Advances to contractors and suppliers | downpayments to suppliers within one (1) year
3.) Normal Operating Cycle: 365




