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STOCK RIGHTS OFFERING OF UP TO 11,500,000 COMMON SHARES,
EQUIVALENT TO 1 SHARE FOR EVERY 8 EXISTING SHARES,

AT AN OFFER PRICE AT PAR VALUE OF P1.00 PER COMMON SHARE

The common shares of this offer (the "Offer Shares") are being offered by Easycall Communications Philippines, Inc. ("ECPI," the "Issuer" or the "Company") on a stock rights basis to ECPI stockholders of record (referred individually as the “Stockholder” and collectively as the “Stockholders”) as of January 8, 2009 (the "Record Date”). Each Stockholder holding at least 8 shares will be entitled to subscribe to 1 share of the Company at P1.00.  Only whole shares will be issued; fractional shares will be rounded to the nearest whole number.

ECPI currently has an authorized capital stock of 300,000,000 common shares with a par value of P1.00 per share. After the Offering, ECPI will have a total of 103,429,975 common shares issued and outstanding.    All common shares that shall be issued for the purpose of this rights offering shall be filed for listing at the Philippine Stock Exchange, Inc ("PSE").

This Offering expects to raise gross proceeds of Php11,500,000.00 for the Company of which  Php11,169,620.00 shall be utilized to acquire new equipment to enhance the delivery of  the Company’s IP based Internet products and services. The balance of Php41,897.80 from the rights offer shall be used as additional working capital. For more detailed information, please refer to the section entitled “Use of Proceeds” beginning in page 30 of this Prospectus. 
In its Notice dated 28 August 2008 (the “Notice”), the Exchange has granted the request of ECPI for exemption from the mandatory engagement of an underwriter as provided in Article V, Part B (Rights Offering), Section 3 of the Revised Listing Rules for the Company’s stock rights offering. As stated in the Notice, the Exchange approved the request of the Company for an exemption from the mandatory engagement of an underwriter requirement for stock rights offering, in consideration of the small size of the offer and the committed guarantee fund from the Company’s major shareholders.
Unless otherwise stated, the information contained in this Prospectus, as of 31 August 2008, has been supplied by ECPI, which accepts full and sole responsibility for the truth and accuracy of the information and confirms, after having made all reasonable inquiries, that to the best of the Issuer's knowledge, there are no material facts, the omission of which would make any statement in this document misleading in any material aspect.  Neither the delivery of this Prospectus nor any sale made, under any circumstances, create any implication that the information contained herein is correct as of any time subsequent to the date hereof nor that there has been no change in the Company since such date.

In the past, the Company has been able to pay dividends out of its surplus, either in the form of cash and/or issuance of additional shares for all stockholders. The ability to make such provision in the coming periods will solely depend on the future financial performance and funding capacity of the Company.

An indication of interest in response hereto involves no obligation or commitment of any kind. This Prospectus shall not constitute an offer to sell or the solicitation of an offer to buy.

ALL REGISTRATION REQUIREMENTS HAVE BEEN MET AND ALL INFORMATION CONTAINED HEREIN IS TRUE AND CURRENT. 



EASYCALL COMMUNICATIONS PHILS., INC.

    By:

SOCORRO Z.  NlRO

         President 

SUBSCRIBED AND SWORN to before me this 19th day of December 2008 in Manila City, Philippines, by affiant who is personally known to me and exhibited to me her Community Tax Certificate Number 13265593 issued on January 17, 2008 at Manila, Philippines.
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1/ DEFINITION OF TERMS
	Term
	Description

	Applicant
	An individual or institution that indicates its interest to subscribe to the Offer Shares by submitting an Application to Purchase under the terms and conditions specified by the Prospectus.

	Application to Purchase
	The request to subscribe to the Offer Shares

	Backup
	The provision of facilities, logical or physical, to speed the process of restart and recovery following failure.

	Banking Day
	A day wherein banks and financial institutions are open and available to transact business in Metro Manila, except Saturday, Sunday and Official Holidays.

	BSP
	Bangko Sentral ng Pilipinas

	CAGR
	Compounded Annual Growth Rate

	CCT
	Condominium Certificate of Title

	Closing Date
	The closing date is proposed to be on January 23, 2009, or such date as the Issuer may disclose in writing on which the Offer Period ends.

	Common Shares

 or Shares
	It is the unclassified shares of common stock with a par value of P1.00 and it represents ownership of the Company, which includes the Offer Shares

	ECPI  or  Issuer  or  Company
	EasyCall Communications Philippines, Inc.

	EESI
	Easycall E-Services Inc., the wholly-owned subsidiary of ECPI

	ePerformax
	ePerformax Contact Centers Corp. – A customer contact center wholly owned by ePerformax International, Inc.

	ePerformax International Inc.
	A management and holding company wherein ECPI holds 
shareholdings and/or investments.

	EPS
	Earnings Per Share

	FNC
	A sole proprietorship firm of Francisco N.  Cervantes

	FNCI
	Francisco N. Cervantes Incorporated

	First Round
	Refers to the pro-rata allocation of the Offer Shares among Qualified Stockholders in proportion to their shareholdings as of the Record Date and in respect of which the shareholders can exercise their rights to the offer.

	GEBSI
	Global E-Business Solutions, Inc., a major stockholder of ECPI and wholly owned by TDC.

	NTC
	National Telecommunications Commission – The regulating government agency for ICT.

	Offer  or  Offering  or
Rights Offering
	The stock rights offer to Qualified Shareholders of up to 11,500,000 shares at the rate of one (1) share for every 8 common shares held by them as of the Record Date, at the Offer Price of P1.00 and under the terms and conditions set forth in the Prospectus.

	Offer Price
	At par which is Php1.00 per share, payable in full upon application.

	Offer Shares
	Up to 11,500,000 common shares of the Company are being made available to the existing shareholders for subscription.

	PLDT
	Philippine Long Distance Telephone Company

	PMS
	Personalized Messaging Service

	PSE  or  Exchange
	Philippine Stock Exchange, Inc.

	Qualified Shareholder or Subscriber  or  Applicant
	Shareholder of the Company as of Record Date,

excluding the Majority Shareholders

	SEC
	Securities and Exchange Commission of the Philippines

	SRC 
	Republic Act No. 8799, otherwise known as “The Securities Regulation Code”



	Stock Transfer Agent
	Bank of the Philippine Island, Stock Transfer Office

	Subscription Agreement
	The agreement between the Qualified Shareholder and the Issuer covering the Qualified Shareholder's investment in the Offer Shares.

	TDC
	Transnational Diversified Corporation, the holding company that wholly owns GEBSI and TESI.

	TDG
	Transnational Diversified Group.  The Group of Companies, affiliates and subsidiaries owned or operated by TDC.

	TESI
	Transnational E-Business Solutions, Inc., a wholly-owned subsidiary of TDC.

	Trading Days
	Any day on which trading is allowed in the PSE



	US Dollar  or  US$
	United States Dollar, the legal currency of the United States of America.

	VAS
	Value Added Service


2/ GLOSSARY OF TECHNICAL TERMS
	Term
	Description

	ASP
	Applications Service Provider

	Backbone
	A central network that connects several other, usually lower, bandwidth networks, so those networks can pass data to one another

	Backup
	The provision of facilities, logical or physical, to speed the process of restart and recovery following failure.

	Bandwidth
	The bandwidth determines the rate at which information can be transmitted through a circuit. The greater the bandwidth, the more information that can be sent through the circuit in a given amount of time.

	Content Provider
	A service provider who specializes in the distribution of information.

	Content Hosting
	A service provider who specializes in providing the infrastructure to a content provider to distribute information.

	Computer Telephony Integration  or
CTI
	A system developed that allows the integration of the telephony system with various programs that allow an incoming call to be identified, recorded, monitored, managed and routed to specified device or person.

	Customer Relationship Management  or  CRM
	A set of discrete software and technologies which focuses on automating and improving business processes associated with managing customer relationships in the areas of sales, marketing, customer service and support.

	Data Center  or  Internet Data Center  or  IDC
	A facility that specializes in the housing of critical computer systems. The facility is usually equipped with redundant power supplies. air-conditioning systems, fire suppression systems, etc.

	E1
	The European digital transmission format in which 32 channels are multiplexed into one 2.048 Mbps El digital channel.

	Electronic Mail  or E-mail
	An application that at enables users to send messages and files over their computer networks.

	Firewall
	A computer system that protects an internal network system from unauthorized intrusions from an external network system, e.g. The Internet.

	Hosting
	A service whereby a customer's hardware or software is located in a service provider's premises.

	Internet
	Physically, a collection of packet switching networks interconnected by routers along with protocols that allows them to function logically as a single, large, virtual network. It also refers to the worldwide Internet consisting of national and regional backbone networks. Local Internet providers and IP networks.

	Internet Protocol (IP)
	The method (protocol) by which data is sent from one computer to another on the internet.

	Internet Telephony  or  VoIP
	Voice over Internet protocol. A technology which uses the Internet for tile delivery of voice services normally associated with the telephone network, including long-distance or international real-time voice calls.

	ISP
	Internet  Service Provider

	I.T.  or  I.C.T.
	Information Technology OR Information and Communications Technology

	Leased Line
	A telecommunications line that is dedicated t o a particular customer.

	Network Architecture
	The technical infrastructure design that enables communication between data processing equipment between multiple locations. The, network architecture specifies the processors and terminals, and defines the protocols and software that must be used to accomplish accurate data communications.

	Network Operations Center

or NOC
	A network operations center (NOC) is a place where a telecommunications network is supervised, monitored and maintained. It has a room containing visualizations of the network or networks that are being monitored, workstations at which  the detailed status to manage  the networks, The network operations center is the local point  for network troubleshooting, software distribution and updating, router and domain management, performance monitoring, and coordinating  with affiliated  networks.

	Online Services
	Commercial information services that are offered to users through Internet.

	Paging
	A one-way message service whereby messages are transmitted from base stations to subscribers’ electronic devices that displays the messages.

	Redundancy
	Provision for duplicate, backup equipment or service to immediately take over the function of equipment or service that fails. 

	Server
	A computer system that provides services to other computers in a network.

	Server Co-location
	A Data Center service wherein a customer can place its computer server on server racks located in the Center.  This service is usually charged a monthly fee based on utilized space.

	SMS
	Short Messaging Service, more popularly known as text messaging.

	Web
	A network of computer servers that uses a special communications protocol to link. The INTERNET is often referred to as the WEB or the Worldwide Web.


3/ KEY INFORMATION ON THE OFFERING
Number of Common Shares to be offered



Up to 11,500,000 

Before the Offering 







91,929,975 

After the Offering 






           103,429,975 
Use of Proceeds




     
Please see pages 19 & 30
Timetable

Ex-Date






January 6, 2009

Record Date






January 9, 2009
Start of the Offer





January 19, 2009

End of the First Round




January 21, 2009
Start of Second Round




January 22, 2009
End of Offer






January 23, 2009
Listing Date






February 9, 2009
Dividend Policy






Please see Page 38
Company's Address, telephone number and email:


EasyCalI Communications Philippines, Inc.

2/F, Mary Bachrach Building 

25th corner  A.C. Delgado Streets, Port Area, Manila 
Office of the Corporate Secretary, Atty. Millicent L. Sim- Asuncion

Tel. Nos.: (632) 830-8888/ 793-8688 loc. 8278

Fax no: (632) 830-8260
Email: corporate.secretary@tdgworld.com
General Manager & Investors Relations Manager, 
Mr. Renato Vicente R. Martinez 
Tel. Nos. (632) 830-8888 loc. 8111
Email: renvi.martinez@tesi.com.ph

www.easycall.com.ph
4/ PROSPECTUS SUMMARY
The Prospectus Summary is qualified in its entirety and is subject to the more detailed information contained elsewhere in this Prospectus.

4.1 
COMPANY BACKGROUND

Easycall Communications Philippines, Inc. is a publicly-listed company whose vision is to be a world-class business solutions provider of cost-effective technology, connectivity, and interaction solutions to domestic and foreign markets.

The Company started commercial operations in May 1989, pioneering in the alphanumeric paging services. In 1992, ECPI became the market leader in the industry and has maintained this leadership since, achieving exceptional growth in its subscriber base until late 1999 when the SMS of cellular phone companies started to impact the paging industry. Anticipating the decline in the paging industry, the Company as early as 1999 identified contact center services as an alternative business given that the infrastructure and manpower requirements are similar to that of the paging industry. In July 1999, the Company was entrusted to handle the call center requirements of Siemens.  The learnings from the Siemens operation resulted in other call center related services, this time for various fast-food order taking activities.  From a single client (Siemens) in its call center service, ECPI managed to acquire five more accounts (order-taking) with a total of 70 seats to support the operations.

By the first half of 2000, with the continuous decline in its paging business, the Company decided to enter the Internet service industry.  The Company saw the potential growth due to the boom in the dotcom industry. Given its existing technical skills in telecommunications, the shift to Internet technology was a natural progression.  The Company built a robust and scalable internet infrastructure, utilizing equipment from leading Internet infrastructure resources companies such as CISCO, 3COM and Sun Microsystems.  It also invested in redundant internet bandwidth (3x E1 lines) to the United States of America (U. S.) to support a large subscriber base.  However, by the time the Company launched its Internet services in the third quarter of 2000, the Internet industry suffered a major worldwide setback (dotcom bubble burst) causing customers to re-evaluate existing Internet services. This prompted the Company to focus on the corporate market and offer ASP and data center services, other than retail ISP products and services.

By early 2000, due to its success in the local call center service industry, the Company started to expand its market base to include foreign clientele, particularly U. S. companies. By April 2000, the Company secured a contract to provide voice messaging transcription services for a US-based paging company. Acquisition of other contracts followed.  U. S. and United Kingdom (U. K.) based companies started to see the benefit of outsourcing their call center requirements (primarily outbound) to ECPI.

On November 15, 2001, the Company's stockholders approved the entry of TDG through its IT subsidiary, GEBSI.  Headed by Mr. Jose Roberto C. Delgado, TDG is an established diversified and global corporate group with extensive experience in the industries of Logistics, Ship Management and Air & Travel. TDG has been a long-time BPO partner of NYK Line (Nippon Yusen Kaisha), the largest shipping company in Japan. 

ECPI is envisioned to fast-track TDG's entry into the IT industry by leveraging on the Company’s experience and existing resources in the contact center and Internet data center business.  On the other hand, ECPI will benefit from TDG's vast business experience in various industries, sound financial capabilities and expertise to assist in the growth of ECPI.  GEBSI infused new capital of P52 million into ECPI, for which it secured a 33% interest in the Company.

As part of increasing foreign customer base, in May 2002, the Company forged a joint venture agreement with Centralized Marketing Company (CMC), a multi-awarded contact center training company in the United States. The joint venture agreement with CMC will enable the Company to accelerate its entry into the huge contact center outsourcing market in the United States and have access to their best practices and effective training modules in their existing contact center operations.

On August 19, 2003, the Board of Directors (the “Board”) approved the spinoff of its operating assets used in the internet and call center businesses into a wholly-owned subsidiary to streamline the operations of the Company.  The objective of the spinoff is for ECPI to focus on identifying new business opportunities for the Company and to work on addressing its financial requirements, while its subsidiaries will focus on generating revenues and increasing operating profitability. The new subsidiary, EESI was incorporated and duly registered with the Securities and Exchange Commission as of December 31, 2003.  During the same meeting, the Board likewise approved the sale of various non-operation related real estates of the Company consisting of the Galleria condominium units, State Centre Condominium unit in Binondo, Manila, and several lots located in Tagaytay City, General Trias, Cavite and Quezon City as well as its subscriber’s investment in PLDT to support ECPI’s funding requirements. 

In March 2004, the Company implemented a stock split for capital restructuring purposes, details of which are included in the Business Background section of this document. 

The Internet business of ECPI was transferred and absorbed by its wholly-owned subsidiary, EESI starting July 1, 2004.  By October 31, 2004, the Company has transferred its call center operations to ePerformax. The decision to transfer the call center operations was made to focus on more revenue generating business, ISP and BPO was identified as the new business focus of the Company. 

On November 2005, a management agreement between TESI and EESI was established.  In the agreement, TESI shall have management responsibility to increase EESI’s revenues by incorporating its ISP services to that of TESI ICT products and services to existing TDG affiliates.  The management agreement is for a period of five (5) years, starting 01 November 2005.

4.2 
SUMMARY OF RISKS OF INVESTING 

All information contained in this Prospectus should be carefully studied and examined by prospective investors particularly the inherent risks in an investment to the Offer Shares including the Company`s financial statements.  These risks include:
· Risks relating to the Company and its business, including:

· Failure to keep abreast with the latest technology will negatively impact the business, results of operations, and financial condition of the Company; 

· Competition in the Company’s business may cause the Company to lose market share or reduce its operating margins, which could adversely affect its financial condition and results of operations;
· The Company is highly dependent on larger telecommunications companies to provide Internet bandwidth;
· If the Company fails to attract and retain sufficiently trained manpower to support its operations, the business, results of operations and financial condition will be adversely affected;
· The Company may be unable to manage its growth successfully and maintain effective internal processes, which could harm its business, results of operations and financial condition;
· The Company’s operating margin will suffer if it is not able to maintain its pricing, utilize its employees and assets efficiently or maintain and improve the current mix of services that it delivers to its customers;
· The Company’s business and prospects may be adversely affected by the consumers’ perception of the Company;
· Exchange rate fluctuations could harm the Company’s business, results of operations and financial condition;
· The Company may not succeed in identifying suitable acquisition targets or integrating any acquired business into its operations, which could significantly hamper its expansion plans and consequently adversely impact the Company’s financial condition;
· The Company’s operations may be potentially interrupted due to its reliance on technology systems.
· Risks relating to the Philippines, including:

· The Philippines has experienced political and social instability which could adversely affect the financial results of the Company;
· A slowdown in the Philippine economy could negatively affect the Company.
· Risks relating to the Offer Shares, including:

· The market price for the Company’s common shares may be volatile;
· If securities or industry analysts do not publish reports about the Company’s business or if they negatively change their recommendations regarding its stock, the stock price and trading volume could decline;
· There may be a delay or failure in the listing of the Offer Shares.
In the ranking of risks, the risk relating to technology obsolescence and risk relating to competition are considered to be the most important among those risks enumerated, the rest of which are considered by the Company to be of equal importance.

Please refer to the section entitled “Risk Factors” beginning on page 24 of the Prospectus, which, while not intended to be an exhaustive enumeration of all risks, must be considered in connection with any investment in the Offer Shares.

4.3 
SUMMARY FINANCIAL INFORMATION 
Presented in Table 1 is the summary of ECPI's consolidated historical (past 4 fiscal years) results of operations and financial condition. All previous years' financial information has been verified and audited by a duly recognized and independent auditor, SGV and Ernst & Young. The results for the current year as of June 30, 2008 are based on internal estimates and the audit has not been finalized as of date of this Prospectus. 
TABLE 1 – Summary of ECPI’s Consolidated Financial History
	(in million pesos)
	Years Ended December 31
	 YTD June 2008 

	
	2004
	2005
	2006
	2007
	

	INCOME STATEMENT

	Service Income
	14.14
	15.71
	17.23
	14.45
	6.61

	Cost of Leasedline Subscriptions
	26.44
	8.92
	8.35
	7.28
	3.43

	Gross Profit
	(12.30)
	6.79
	8.88
	7.17
	3.18

	General and Administrative Expenses
	(8.14)
	(23.45)
	(8.35)
	(14.46)
	(4.25)

	Equity in Net Earnings of Associates
	7.87
	10.80
	39.79
	40.01
	2.19

	Interest Expense
	(3.00)
	(2.33)
	-
	-
	-

	Other Income
	4.58
	24.69
	0.46
	1.15
	0.63

	Other Expenses
	-
	(2.75)
	(0.002)
	(42.09)
	-

	Income (Loss) before Income Tax
	(10.99)
	13.74
	40.78
	(8.21)
	-

	Provision for Income Tax
	-
	0.49
	0.009
	0.16
	-

	Income (Loss) from continuing operations
	(10.99)
	13.26
	40.78
	(8.37)
	-

	Gain (Loss) from discontinued operations
	(20.10)
	7.05
	-
	-
	-

	Net Income (Loss)
	(31.09)
	20.30
	40.78
	(8.37)
	1.74

	 
	
	
	
	
	

	

	(in million pesos)
	Years Ended December 31
	YTD

June 2008

	
	2004
	2005
	2006
	2007
	

	BALANCE SHEET

	ASSETS
	
	
	
	
	

	Current Assets
	
	
	
	
	

	Cash
	1.62
	1.48
	0.98
	42.98
	13.73

	Receivables
	2.10
	2.07
	5.00
	5.08
	4.05

	Prepaid expense and other current assets
	0.04
	0.29
	0.70
	0.81
	1.44

	Assets held-for-sale
	20.39
	2.08
	2.09
	2.08
	2.08

	Total Current Assets
	24.15
	5.92
	8.77
	50.95
	21.30

	Noncurrent Assets
	
	
	
	
	

	Investments
	19.12
	29.78
	70.00
	23.73
	24.87

	Property and equipment
	9.00
	0.44
	0.30
	0.11
	0.36

	Other noncurrent assets
	2.75
	-
	-
	-
	-

	Total Noncurrent Assets
	30.88
	30.22
	70.30
	23.84
	25.23

	TOTAL ASSETS
	55.03
	36.14
	79.06
	74.79
	46.53

	 
	
	
	
	
	

	LIABILITIES AND EQUITY
	
	
	
	
	

	Current Liability
	
	
	
	
	

	Accounts Payable and accrued expenses
	23.65
	18.56
	34.65
	37.21
	5.94

	Payable to related parties
	16.47
	14.15
	-
	-
	2.24

	Income Tax Payable
	-
	0.49
	-
	-
	-

	Liabilities directly associated with assets
	18.17
	-
	-
	-
	-

	classified as held for sale
	
	
	
	
	

	Advances from stockholders
	35.69
	-
	-
	-
	-

	Total Current Liabilities
	93.98
	33.19
	34.65
	37.21
	8.18

	Noncurrent Liability
	
	
	
	
	

	Retirement Benefit Obligation
	-
	-
	0.26
	-
	0.08

	Total Noncurrent Liabilities
	-
	-
	0.26
	-
	0.08

	Equity
	
	
	
	
	

	Deposits and other noncurrent liabilities
	0.74
	-
	-
	-
	-

	Capital Stock
	91.90
	91.93
	91.93
	91.93
	91.93

	Deposit for future stock subscriptions
	-
	22.31
	22.31
	22.31
	22.31

	Share in cumulative translation adjustments
	-
	-
	0.43
	2.24
	1.19

	Deficit
	(131.60)
	(111.30)
	(70.52)
	(78.89)
	(77.15)

	Total Equity
	(38.96)
	2.94
	44.15
	37.59
	38.28

	TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY
	55.03
	36.14
	79.06
	74.79
	46.53

	 
	 
	 
	 
	 
	 

	(in million pesos)
	2004
	2005
	2006
	2007
	 YTD June 2008 

	Service Income
	14.14
	15.71
	17.23
	14.45
	6.61

	Cost of Leasedline Subscriptions
	26.44
	8.92
	8.35
	7.28
	3.43

	Gross Profit
	(12.30)
	6.79
	8.88
	7.17
	3.18

	General and Administrative Expenses
	(8.14)
	(23.45)
	(8.35)
	(14.46)
	(4.25)

	Equity in Net Earnings of Associates
	7.87
	10.80
	39.79
	40.01
	2.19

	Interest Expense
	(3.00)
	(2.33)
	-
	-
	-

	Other Income
	4.58
	24.69
	0.46
	1.15
	0.63

	Other Expenses
	-
	(2.75)
	(0.002)
	(42.09)
	-

	Income (Loss) before Income Tax
	(10.99)
	13.74
	40.78
	(8.21)
	-

	Provision for Income Tax
	-
	0.49
	0.009
	0.16
	-

	Income (Loss) from continuing operations
	(10.99)
	13.26
	40.78
	(8.37)
	-

	Gain (Loss) from discontinued operations
	(20.10)
	7.05
	-
	-
	-

	Net Income (Loss)
	(31.09)
	20.30
	40.78
	(8.37)
	1.74

	 
	
	
	
	
	

	ASSETS
	
	
	
	
	

	Current Assets
	
	
	
	
	

	Cash
	1.62
	1.48
	0.98
	42.98
	13.73

	Receivables
	2.10
	2.07
	5.00
	5.08
	4.05

	Prepaid expense and other current assets
	0.04
	0.29
	0.70
	0.81
	1.44

	Assets held-for-sale
	20.39
	2.08
	2.09
	2.08
	2.08

	Total Current Assets
	24.15
	5.92
	8.77
	50.95
	21.30

	Noncurrent Assets
	
	
	
	
	

	Investments
	19.12
	29.78
	70.00
	23.73
	24.87

	Property and equipment
	9.00
	0.44
	0.30
	0.11
	0.36

	Other noncurrent assets
	2.75
	-
	-
	-
	-

	Total Noncurrent Assets
	30.88
	30.22
	70.30
	23.84
	25.23

	TOTAL ASSETS
	55.03
	36.14
	79.06
	74.79
	46.53

	 
	
	
	
	
	

	LIABILITIES AND EQUITY
	
	
	
	
	

	Current Liability
	
	
	
	
	

	Accounts Payable and accrued expenses
	23.65
	18.56
	34.65
	37.21
	5.94

	Payable to related parties
	16.47
	14.15
	-
	-
	2.24

	Income Tax Payable
	-
	0.49
	-
	-
	-

	Liabilities directly associated with assets
	18.17
	-
	-
	-
	-

	classified as held for sale
	
	
	
	
	

	Advances from stockholders
	35.69
	-
	-
	-
	-

	Total Current Liabilities
	93.98
	33.19
	34.65
	37.21
	8.18

	Noncurrent Liability
	
	
	
	
	

	Retirement Benefit Obligation
	-
	-
	0.26
	-
	0.08

	Total Noncurrent Liabilities
	-
	-
	0.26
	-
	0.08

	Equity
	
	
	
	
	

	Deposits and other noncurrent liabilities
	0.74
	-
	-
	-
	-

	Capital Stock
	91.90
	91.93
	91.93
	91.93
	91.93

	Deposit for future stock subscriptions
	-
	22.31
	22.31
	22.31
	22.31

	Share in cumulative translation adjustments
	-
	-
	0.43
	2.24
	1.19

	Deficit
	(131.60)
	(111.30)
	(70.52)
	(78.89)
	(77.15)

	Total Equity
	(38.96)
	2.94
	44.15
	37.59
	38.28

	TOTAL LIABILITIES & STOCKHOLDERS' EQUITY
	55.03
	36.14
	79.06
	74.79
	46.53

	 
	 
	 
	 
	 
	 


5/ TERMS OF THE OFFER
5.1
OFFER SHARES

ECPI is offering up to 11,500,000 common shares, with a par value of Php1.00 per share, which will be issued out of its unissued authorized capital stock of common shares. As of the date of this Prospectus, 91,929,975 common shares are issued and subscribed. After the Rights Offering, the total number of outstanding common shares will be 103,429, 975.

The Offer Price is Php1.00 per Offer Share. The Offer Price is based on the par value of the common shares of ECPI.  No other basis was used in the determination of the Offer Price.
5.2
USE OF PROCEEDS

During the 90’s, the Company was in the forefront of providing wireless messaging service (paging) to the public.   The service was widely utilized in the Philippines as an alternative mode of communication due to the severe inadequacy of telephone service in key cities nationwide.

As wireless communications quickly evolved, alternative technologies were introduced to the public.  The introduction of cellular technology became a viable voice alternative, although, paging was still considered an efficient communication alternative to the unstable ANALOG cellular network.  Then came the introduction of GSM (Global System for Mobile Communication), which was a more effective implementation of wireless communication by using DIGITAL signals.  Along with the introduction of GSM was the ability to use SMS (Short Message Service) allowing the interchange of short text messages between mobile telephone devices.  The SMS or otherwise known as “text messaging” began a nationwide trend and paging quickly became OBSOLETE.

In 1996, ECPI ventured in providing Internet Services.  ECPI applied and was issued a Certificate of Registration from the NTC, as a Value Added Service Provider offering Internet based (IP based) services. After the incorporation of its subsidiary EESI in 2003, ECPI undertook the transfer of its registration as Value Added Service Provider to EESI, consistent with the Company’s objectives of streamlining its operations. Thus, in 02 June 2004, NTC issued a new Certificate of Registration as a Value Added Service Provider in the name of EESI. Understanding the growth of IP based services, the Company then secured its license as a VOIP provider in 21 August 2008.  It is the focus of the Company to direct all its efforts in the direction of internet services.
It is in the Company’s plans to improve, expand and enhance the delivery of its IP based Internet products and services. Currently, EESI utilizes traditional telecommunications mediums such as Dial-up, Leased-lines, DSL of major telecommunications providers to connect its users to ECPI’s web based services (Email and Web Hosting / Server co-location / Internet Access).  As majority of its dial-up subscribers are slowly moving to faster connection options, ECPI’s  thrust is to INNOVATE and provide viable alternative connectivity solutions in the delivery of its IP based products and services.

The need to invest in NEW and innovative technologies to enhance the delivery of the current IP-Based service is essential to the survival and growth of Easycall.  It is in the interest of the Company to review various technology options that will enhance service delivery to our customers.

The detailed breakdown of the use of proceeds is in the “USE OF PROCEEDS” section of this Prospectus, on page 30.

5.3
ELIGIBLE APPLICANTS

The Offer Shares may be purchased by Qualified Shareholders as of Record Date subject to the applicable regulations of the SEC and PSE. A Qualified Shareholder shall be entitled to subscribe to one (1) Offer Share for every eight (8) common shares held. Fractional shares will be rounded to the nearest whole share. 
5.4 
IMPLEMENTING GUIDELINES FOR THE STOCK RIGHTS OFFERING

Prior to the Offer Period the Qualified Shareholders will be given a copy of the Prospectus, Subscription Agreement and the number of shares and amount they are entitled to subscribe.
Due to the limited size of the offering, the Shareholders will be required, during the Offer Period to submit their signed Subscription Agreement and payment either in cash or check to the issuer’s authorized receiving agent and broker, Apex Philippines Equities Corp.  (APEX).
After the subscriptions have been verified by APEX, the complete list of availing shareholders shall be submitted to the Issuer’s Stock Transfer Agent BPI for the issuance of stock certificates, if necessary and for the registration of the shareholders ownership in the stock and transfer book of the corporation.

5.5
PURCHASE OF ADDITIONAL SHARES

After the Offer Period, should there be remaining unsubscribed shares from the Stock Rights Offer then a second round of offering will be made to the remaining shareholders who previously subscribed or who have indicated their willingness to acquire more shares.  The second round of offering will be in proportion to the existing shareholders’ equity share.

Should there still be remaining shares unsubscribed, all remaining shares shall be acquired by GEBSI and Palos Verdes Land Corporation (Palos Verdes), in proportion to their shareholdings.
5.6
RECORD DATE

The proposed Record Date is on January 9, 2009.
5.7 
OFFER PERIOD

The Offer Period is proposed to commence on January 19, 2009 or at such date as the Issuer may disclose in writing. 

5.8  
CLOSING DATE

The closing date is proposed to be on January 23, 2009, or such date as the Issuer may disclose in writing on which the Offer Period ends. In the event that the Closing Date of the Offer Period is a legal holiday and not a banking day, the Closing Date shall automatically be the succeeding banking day.

5.9 
PAYMENT TERMS for the first and second round of offering
The purchase price of the Offer Shares shall be paid in cash and in full upon submission of a duly executed subscription application form (“Subscription Application”). Payment should be by cash or by check drawn against a bank duly accredited with the BSP with Metro Manila clearing, payable to "Easycall Communications Phils., Inc.", dated as of the date of the Subscription Application and crossed "For Account of Payee Only".

The Issuer, has the right to reject any returned subscription application forms which are deficient in any material information or attachment required therein or which do not comply with the term of the Rights Offering and those check payments corresponding  to which  are dishonored  upon presentment.

An application, once accepted, shall constitute the Subscription Agreement between the Applicant and the Issuer for subscription to the Offer Shares at the time, in the manner and subject to the conditions set forth therein. Notwithstanding the acceptance of any Subscription Application by the Issuer, the actual subscription and the sale of the Offer Shares to the Applicant will become effective only upon the listing of the Offer Shares at the PSE.
5.10 
GUARANTEE FUND

Since the Company is exempted from the requirement of an underwriter, major shareholders GEBSI and Palos Verdes have issued Manager’s Checks in proportion to their shareholdings in the name of the issuer for the full amount of P11,500,000.00.  The Company shall keep the Fund in custody until the end of the offer period to ensure that the Fund be used solely to cover any undersubscriptions to the offer. 

5.10.1 
Procedures for Safekeeping and Withdrawals on the Fund
The following procedures shall be observed for the safekeeping and withdrawals on the Guarantee Fund:

a) The Fund shall be entrusted under the Custody of the Corporate Secretary and placed in the Company vault;

b) At the beginning of the Offer Period the entire fund shall be deposited by the Company to cover for the subscriptions of GEBSI and Palos Verdes and the balance shall remain in the Bank to cover for any and all undersubscriptions at the end of the Offer Period;

c) At the end of the Offer Period the Corporate Secretary shall determine if the offer is fully subscribed by the participating shareholders; if so, then the balance of the Fund deposited in the Bank shall be returned to GEBSI and Palos Verdes;
d)  Should the offer be undersubscribed then the amount equivalent to the unsubscribed portion shall be allocated from the Fund to ensure full subscription to the rights offering shares. 
5.11
REQUIREMENTS FOR CORPORATE APPLICATIONS

Applicants who are foreign or local corporations, partnerships or trust eligible to subscribe to the Offer Shares are required to submit the following documents, in Quadruplicate, together with the Subscription Application form and duly executed Signature card: (a) copy of Applicant`s SEC Certificate of Registration, Articles of Incorporation and By-Laws, or other constitutive documents as amended (if applicable) and (b) Certificate of the Corporate Secretary of the Applicant attesting to the resolution of the Applicant’s Board of Directors which (i) authorizes the subscription of the Offer Shares applied for and specifying the authorized signatories for the purpose, and (ii) includes specimen signatories of the designated authorized signatories.

5.12 
REQUIREMENT FOR NON-RESIDENT INDIVIDUAL OR FOREIGN CORPORATE AND INSTITUTIONAL APPLICANTS

In addition to the documents required for Corporate Applicants, non-resident individuals of foreign corporate and institutional Applicants are required to submit in quadruplicate, together with their completed Subscription Application forms, representations and warranties stating that their investing in the Offer Share being applied for will not violate the rules of their jurisdiction and that they are allowed to acquire or invest in the Offer Share.

5.13
DOCUMENTARY STAMP TAX

All documentary stamp taxes applicable to the issuance of the shares shall be for the sole account of the Issuer, however, the documentary stamp tax, if any, for any subsequent transfer shall be for the account of the transferor/seller.

5.14
WAIVER OF ENTITLEMENT

If a shareholder does not Subscribe to this Rights Offering or subscribes to less than the full amount of shares that he is entitled, the shareholder automatically waives his right to subscribe to the balance. Failure to deliver the Subscription Application or to make payment in full of the Subscription Price or to submit the required attachment on or before 12:00 noon on the date of closing of the Rights Offering shall constitute a waiver of the Rights of the applicant under The Rights Offering.
5.15
REFUNDS

Refunds, in whole or in part, of payments for any Application not accepted shall be made without interest as soon as practicable after the Offer Period. Each refund check shall be made out in favor of the Applicant, crossed "Payee's Account Only" and made available for pick-up within five (5) banking days after the Closing Date. Refund checks which remain unclaimed after thirty (30) working days from the Closing Date shall then be mailed or delivered at the risk of the Applicant to the address specified in the Subscription Application form.
5.16
IRREVOCABILITY OF SUBSCRIPTION AGREEMENT

The Subscription Application form shall be irrevocable and, once received and accepted may not be withdrawn by the Applicant.

5.17
REGISTRATION AND LODGMENT OF OFFER SHARES

Offer Shares purchased by Applicants shall be lodged with the Philippine Depository and Trust Corporation (the “PDTC”).  The Applicant shall indicate in the space provided in the Subscription Application and provide the information required for the PDTC–lodgment of the Offer Shares.  The Offer Shares shall be lodged with the PDTC at least two Trading Days prior to the Listing Date.

5.18
REGISTRATION OF FOREIGN INVESTMENT
The Issuer does not undertake to register any foreign investment with respect to the Offer Shares with the BSP. It shall be the obligation of the foreign investor to secure the necessary clearances and or approvals from the BSP regarding repatriation of the investments in the Offer Shares and remittance of dividends.

5.19
Listing

An application was made to the PSE on September 18, 2008 to list the Offer Shares. Acceptance of all Subscription Applications for the Offer Shares is conditional upon listing of the Offer Shares with the PSE. It is expected that the Offer Shares shall be listed with the PSE on February 9, 2009 and trading of the Offer Shares is expected to commence on the same date. In the event that the Shares are not listed in the Exchange for any reason, the Company may elect to return the payments made by the Applicants for the Offer Shares under their respective Subscription Application forms without interest.
5.20
STOCK TRANSFER AGENT 

Bank of the Philippine Islands shall act as the Stock Transfer Agent for the purpose of authenticating and registering transfer of the Offer Shares as set forth in the Stock Transfer Agreement.

5.21
AUTHORIZED BROKER AND RECEIVING AGENT
Apex Equities Philippines Corp. (APEX) has been appointed by ECPI as its authorized broker and receiving agent.  APEX has been nominated as ECPI’s marketing arm for the purpose of information dissemination and to receive and process subscriptions from qualified shareholders. 
6/ RISK FACTORS
General Risk Warning

An investment in the Offer Shares involves a number of risks. The price of securities can and does fluctuate, and any individual security may experience upward or downward movements and may even become valueless. There is an inherent risk that losses may be incurred rather than profit made as a result of buying and selling securities. The Company’s past performance is not an indication of its future performance. There is an extra risk of losses when securities are bought from smaller companies. There may be a significant difference between the buying price and the selling price of these securities. Prospective investors should carefully consider the risks described below, in addition to other information contained in this Prospectus, including the Company’s financial statements and notes relating thereto included herein, before making any investment decision relating to the Offer Shares. The occurrence of any of the events discussed below and any additional risks and uncertainties not presently known to the Company or are currently considered immaterial could have a material adverse effect on the Company’s business, result of operations, financial condition and prospects and could cause the market price of the Common Shares to fall significantly and investors may lose all or part of their investment.

Prudence Required

This section entitled “Risk Factors” does not purport to disclose all of the risks and other significant aspects of investing in these securities. Investors should seek professional advice regarding any aspect of the securities such as the nature of the risks involved in the trading of the securities, especially in the trading of high-risk securities. Investors should undertake independent research regarding the Company and the trading of securities before commencing any trading activity and may request all publicly available information regarding the Company and the Offer Shares from the SEC. Each investor should consult his own counsel, accountant and other advisors as to legal, business, financial and related aspects of an investment in the Offer Shares. 

Professional Advice

An investor should seek professional advice if he or she is uncertain of, or has not understood any aspect of the securities to invest in or the nature of risks involved in the trading of securities, especially high-risk securities.

6.1 
RISKS RELATING TO THE COMPANY AND ITS BUSINESS
Failure to keep abreast with the latest technology will negatively impact the business, results of operations, and financial condition of the Company.

The advancement in technology has dramatically altered the way of doing business across different sectors and industries as new products and services are becoming innovative, convenient and more affordable. Technology obsolescence is becoming swift, particularly in the IT and communications industry.  Keeping abreast with the latest technology is essential in the survival of an IT service company. One of the Company’s Internet products, the Dial-up access, is now losing popularity as larger companies offer a faster connectivity option (DSL) at the same cost. The high turnover of NEW technology remains as a challenge to the Company as technology maximization is part of its current thrust.

The Company manages this risk by continuing to reinvent itself and search for innovative products and emerging technologies that it could offer its clients.

Competition in the Company’s business may cause the Company to lose market share or reduce its operating margins, which could adversely affect its financial condition and results of operations.

The Company operates in a competitive environment. The local Internet access business is now dominated by the large telecommunications companies such as, PLDT/Smart, Globe, Bayantel and Eastern.  For the past three years, small and medium sized ISPs have either closed shop or have consolidated their businesses and infrastructure with the larger telecommunications companies. Through its IDC, ECPI is now providing both ISP and hosting services to TDG member companies and a small external corporate base. Internet bandwidth re-sellership is still one of its most profitable activities.

The Company manages this risk by maintaining its modest customer base and offering other value added products and services such as VOIP and Web Development services (in coordination with TESI) to improve customer satisfaction.

The Company is highly dependent on larger telecommunications companies to provide Internet bandwidth.

The ISP and IDC business is highly dependent on existing telecommunications infrastructure and highly reliable Data Center equipment.   Availability and up-time are the main measures of quality service.  The industry is currently dominated by the large telecommunications company such as PLDT/Smart, Globe, Eastern and Bayantel who have managed to quickly transform their domination in providing voice service, to providers of data services.  The risk in being in the industry is its heavy reliance on the primary telecommunications company who are the ultimate source of Internet bandwidth.  

The Company manages this risk by taking advantage of its ability to package internet connectivity solutions of various telecommunications companies via re-sellership agreements.

If the Company fails to attract and retain sufficiently trained manpower to support its operations, the business, results of operations and financial condition will be adversely affected.

The success of the Company significantly relies on its ability to attract, hire, train, and retain qualified employees. A considerable increase in the attrition level among its employees could seriously affect the business and the Company’s financial condition by causing a decrease in its operating efficiency and productivity, aside from increasing the Company’s expenses. There is significant competition in the Philippines and abroad for employees with the necessary ICT background and skills, and any increase in demand and the consequent competition for these employees could harm the business, especially since these companies offer higher compensation packages in order to attract prospective employees.

The Company manages this risk by continuing to exert substantial effort to ensure that it has in place retention tools, in the form of employee benefits, training and monetary incentives, which will motivate its personnel to stay with ECPI. 
The Company may be unable to manage its growth successfully and maintain effective internal processes, which could harm its business, results of operations and financial condition.

Since the Company was founded, it has experienced significant growth and expansion of its operations. This has placed considerable demands on its management and resources. Failure to implement and improve operational procedures and systems on a timely basis may result to the inability of the Company to adequately service its clients’ needs, pursue new business, and operate its business successfully.  

The Company manages this risk by ensuring that it implements and improves its internal processes and standard operating procedures on a timely basis, such that the Company is able to manage this growth effectively.

The Company’s operating margin will suffer if it is not able to maintain its pricing, utilize its employees and assets efficiently or maintain and improve the current mix of services that it delivers to its customers.

The Company’s operating income is principally a function of the prices that it is able to charge for its services and the efficient use of its assets. If the Company fails to objectively quantify the value it provides its clients, as well as manage its employees and assets in an efficient manner, ECPI may not be able to maintain its current operating margin. Clients’ budget pressures motivate them to request reduced pricing from the Company even if the costs for providing the service have increased.  

The Company manages this risk by making certain that it is able to properly budget transfer costs and accurately estimate operational costs at all times in order to balance these pressures. The Company always aims to broaden the portfolio of service offerings for its clients so that there may be an improvement in the Company’s operating leverage, permitting improved margins while maintaining its pricing for existing clients. Also, ECPI ensures that it is able to objectively differentiate and verify the value it offers to its clients, control its costs, and improve the efficiency of its employees such that its operating income is maintained or improved. 

The Company’s business and prospects may be adversely affected by the consumers’ perception of the Company.

Market resistance comes from the fact that ECPI has established a very strong brand association with the paging industry.  Although the Company has been in the ISP/IDC business since 2000, it still experiences difficulty in establishing competence compared to larger and more established telecommunications companies.  

The Company manages this risk by having a management agreement with TESI that provides ECPI with a steady market base in Transnational Diversified Group’s companies and affiliates.

Exchange rate fluctuations could harm the Company’s business, results of operations and financial condition.

In terms of revenues, the Company has minimal risk as most of its services are charged using the local currency (Php). However, any agreements forged with telecommunications companies for Internet connectivity that is charged in a foreign currency, are also billed in the foreign currency. Significant foreign exchange fluctuations may adversely affect profitability of the Company.

The Company manages this risk by sourcing all infrastructure requirement plans locally, unlike previous purchases of ISP/IDC equipment which were bought in US dollars.

The Company may not succeed in identifying suitable acquisition targets or integrating any acquired business into its operations, which could significantly hamper its expansion plans and consequently adversely impact the Company’s financial condition.

The Company’s growth strategy involves obtaining new clients and expanding its service offerings, both internally and possibly through strategic acquisitions. It is probable that the Company may not be successful in identifying acquisition targets available for sale, or have access to the required capital in order to finance potential acquisitions. Should the Company find itself successful in its acquisition plans, it could experience impediments in terms of integrating the acquired investment’s clients, personnel, operations, technology and processes. This may adversely affect the Company’s competitiveness and growth prospects.

The Company manages this risk by putting in place a management team that has the necessary experience in purchasing and assimilating businesses. Furthermore, the Company believes that its robust processes and procedures, as well as its strong business culture, will enable ECPI to be successful in undertaking such efforts.       

The Company’s operations may be potentially interrupted due to its reliance on technology systems.

The Company is highly dependent on advanced technology systems both to connect its facilities to those of its clients as well as to perform certain operations on behalf of these clients. There is an expectation that the Company should be able to keep these systems running continually. This entails a robust technological system that would ensure that the clients’ operational requirements are met at all times. 

While there is a back-up system in place, there still exists the possibility that in the event of a failure of the primary system, the back-up system installed may not properly take over the operations. Any significant failure of its equipment and systems, or any disruption to basic infrastructure like power and telecommunications in places where it operates, could impede the Company’s ability to provide services to its clients, thereby affecting ECPI’s reputation, potentially causing harm to its business.

The Company manages this risk by constantly monitoring, with the use of automated tools, and upgrading or replacing its hardware and software systems in order to reduce the potential risk of actual failure that would consequently create downtime in the operations of its clients. Moreover, ECPI undergoes multiple audits, both internally and from independent auditing companies, to verify and certify its continual support of standards and procedures vital to optimizing its overall IT performance. 

6.2
RISKS RELATED TO THE PHILIPPINES

The Philippines has experienced political and social instability which could adversely affect the financial results of the Company.

The Philippines has from time to time experienced political, social, and military instability. Political unrest and occasional terrorist threats could negatively affect the general economic conditions and operating environment in the Philippines, which could have an impact on the clients’ confidence in the Philippine market. Since majority of the Company’s clientele are corporations with foreign affiliations, any negative change in the political environment may cause these foreign companies to move their operations out of the Philippines. This would directly impact ECPI’s business, financial condition and results of operations. 

No assurance can be given that the future political environment and the peace and order situation in the Philippines will be stable. The Company has no control over this risk.

A slowdown in the Philippine economy could negatively affect the Company.

The Company currently generates revenues from its ISP/IDC operations, which are sensitive to the cyclical movement of the economy. The service sector, wherein the Company is engaged in, is reliant on the growth of operations engaged in industries that rely on foreign capital. A weak economy could affect decisions of foreign customers to invest in the Philippines, thus reducing the potential corporate clientele of the Company in their ISP/IDC business. The Philippines has been significantly affected by economic volatilities in the Asia-Pacific Region and has experienced periods of sluggish economic growth, high inflation, and significant depreciation of the Philippines Peso. 

The Company manages this risk by conducting annual business planning exercises which allows the Company to take proactive steps to boost and find new revenue streams, reduce costs, improve productivity levels and minimize risks brought about the changes in the Philippine economy.

6.3    
RISKS RELATING TO THE OFFER SHARES

The market price for the Company’s common shares may be volatile.

The price of the securities of the Company can and does fluctuate, experiencing upward or downward movements and may even lose all of their value. There is an inherent risk that losses may be incurred rather than profits made as a result of buying and selling the securities. 

The market price for the Company’s common shares is likely to be highly volatile and subject to wide fluctuations in response to various factors including, but not limited to, the following:

a. Actual or anticipated fluctuations in the Company’s quarterly operating results;

b. Changes in financial estimates by securities research analysts;

c. Changes in the economic performance or market valuations of competitors;

d. Sales or expected sales of additional common shares; and

e. Loss of one or more significant clients.

Moreover, securities markets generally experience significant price and volume fluctuations that are not related to the operating performance of the Company. These fluctuations may also have a tangible adverse effect on the market price of the Company’s common shares. The price at which the Shares will trade on the PSE at any point in time after the Offer may vary significantly from the Offer Price. 
The Company manages this risk by ensuring that it maintains ethical business practices through strict internal control mechanisms that would reflect the true value of the Offer Price.

If securities or industry analysts do not publish reports about the Company’s business or if they negatively change their recommendations regarding its stock, the stock price and trading volume could decline.
The trading market for the Company’s common shares will be influenced by the research reports that industry and securities analysts publish about the Company or its business. If one or more of these analysts publish a negative report about ECPI or its industry, or downgrades its common shares, the market price for these shares would more than likely decline. If one or more of these analysts cease or limit the coverage of the Company or its industry, or fail to publish reports about ECPI on a regular basis, it is possible that the Company may lose visibility in the financial markets which may cause its common share price or trading volume to decline as well. 
The Company manages this risk by ensuring that the information disclosed to the public is reliable and properly audited by a reputable third party.

There may be a delay or failure in the listing of the Offer Shares.

There can be no guarantee that the Offer Shares will be listed on the PSE. Subscribers of the Offer Share are required to pay their purchase upon submission of their Applications during the Offer Period. Delays in the admission and commencement of trading of shares on the PSE have occurred in the past. If the PSE does not admit the Offer Shares onto the PSE, the market for the Offer Shares will be illiquid and the shareholders may not be able to trade the Offer Shares. 
The Company manages this risk by making certain that it has in place an internal team that is dedicated to ensuring the timely listing of the Offer Shares.

7/ USE OF PROCEEDS
ECPI expects to raise estimated net proceeds from the rights offering of P11,500,000.00   which will be used to improve the IP based services of the Company.  

After deducting estimated applicable taxes, fees and expenses related to the Offer the net proceeds to the Company from the Offer are expected to be used for the purposes enumerated in the table below, both immediately and during the next three years and in the order of priority as follows:
	USE OF PROCEEDS
	 
	 

	SOURCES AND APPLICATION OF FUNDS (in PHP)
	 
	 

	
	
	
	
	

	SOURCES OF FUNDS
	
	
	

	
	Stock Rights Offering
	Php
	11,500,000.00
	

	
	Private placement
	
	                         -   
	

	
	GROSS PROCEEDS
	
	                                  Php
	       11,500,000.00

	
	Less: Expenses Deducted or Paid Out of the Gross Proceeds
	
	

	
	Stock transfer agent Fees
	25,000.00
	

	
	PSE Processing Fee 
	11,200.00
	

	
	PSE Listing Fees (1/10 of 1% of 11,500,000 x Php1) inclusive of  12% VAT
	12,880.00
	

	
	SEC Registration Fees (1/10 of 1% of 11,500,000 x Php1)
	11,500.00
	

	
	SEC Filing and Legal Research Fees
	115.00
	

	
	PCD processing fee
	20,000.00
	

	
	Printing costs
	
	50,000.00
	

	
	Legal Fees
	
	30,000.00
	

	
	Mailing fees
	
	50,000.00
	

	
	Taxes to be paid by the Company
	
	57,500.00
	

	
	Expenses for Publication 
	
	20,287.20
	288,482.20

	NET PROCEEDS
	
	Php
	         11,211,517.80

	
	
	
	
	

	USE OF THE PROCEEDS FOR ACQUISITION OF EQUIPMENT
	
	

	
	ASG-525
	
	2,050,000.00
	

	
	HP Blade System
	
	5,124,000.00
	

	
	Patton Smartnode
	
	250,000.00
	

	
	Quintum ASM200
	
	1,300,000.00
	

	
	Omni PCX Enterprise Gateway
	850,000.00
	

	
	Linksys SIPURA (IP Phones)
	400,000.00
	

	
	Satellite Modem
	421,983.00
	

	
	Block-up Converter
	445,427.00
	

	
	Antenna Dish
	117,218.00
	

	
	Antenna Mounting
	131,284.00
	

	
	IFL Cable and Accessories
	9,377.00
	

	
	Commissioning and Installation
	70,331.00
	        11,169,620.00

	EXCESS OF PROCEEDS/

WORKING CAPITAL
	 
	Php
	41,897.80


Excess of proceeds will be utilized to support operational requirements of its fully owned subsidiary EESI.  The funds will be used to assist in the upgrade of EESI’s Network Operations Center in order to better service existing clientele.

The detailed descriptions of the equipments for acquisition are as follows:

	Equipment for Acquisition

	Qty 
	Model
	Description
	Unit Price
	Total Price

	1
	ASG-525
	Network Firewall, SSL VPN, Intrusion Protection
	2,050,000.00
	2,050,000.00

	 
	 
	Web Security - Anti-Virus for Web, Content Filtering,Spyware Protection 
	 
	 

	 
	 
	Email Security - Anti-Virus for Email, Spam Protection, Phishing Protection
	 
	 

	 
	 
	 
	 
	 

	 
	 
	Purpose:  Security Infrastructure Upgrade for ECPI NOC
	 
	 

	 
	 
	 
	 
	 

	1 
lot
	HP Blade System
	Email Server / Web Application Servers / Storage Servers / Domain Server
	5,124,000.00
	5,124,000.00

	 
	 
	1 BLc7000 Enclosure
	 
	 

	 
	 
	8 BL460c Servers
	 
	 

	 
	 
	2 Virtual Connect Switch
	 
	 

	 
	 
	2 x 146GB HDD per Server
	 
	 

	 
	 
	6 x power supplies / 10 xfans
	 
	 

	 
	 
	2.5TB usable capacity / EMC
	 
	 

	 
	 
	Purpose:  IP Services Server Upgrades for NOC
	 
	 

	 
	 
	 
	 
	 

	1
	Patton Smartnode
	3E1 90 SIP/H323 VOIP/IPTV Gateway
	250,000.00
	250,000.00

	 
	 
	 
	 
	 

	 
	 
	Purpose:  VOIP Gateway MAIN OFFICE
	 
	 

	13
	Quintum ASM200
	VOIP SIP/H.323 Gateway (Remote Offices)
	100,000.00
	1,300,000.00

	 
	 
	 
	 
	 

	 
	 
	Purpose:  VOIP Gateway Remote Sites
	 
	 

	
	
	
	
	

	1
	Omni PCX Enterprise Gateway
	Purpose: Connection of Legacy Phone to IP System
	850,000.00
	850,000.00

	100
	Linksys SIPURA 
	VOIP Phones
	4,000.00
	400,000.00

	2
	Satellite Modem
	I-Direct 5000 series Remote Terminal
	210,992.50
	421,983.00

	1 set
	Block-up Converter
	20 Watt C-band BUC + PLL LNB + PS
	445,427.00
	445,427.00

	1 set
	Antenna Dish
	2.4m C-Band Tx/Rx Antenna Dish
	117,218.00
	117,218.00

	4 sets
	Antenna Mounting
	Non-Penetrating Mounting 2.4m
	32,821.00
	131,284.00

	1 set
	IFL Cables & Accessories
	RG-8/6 Coaxial Cables and Connectors
	9,377.00
	9,377.00

	
	Commissioning & Installation
	
	
	70,331.00

	 
	 
	T  O  T  A  L
	Php
	11,169,620.00


ECPI’s IT infrastructure requirements will be sourced through the following suppliers: I-Secure Network, First Data Corporation, and Logic Solutions Inc. Moreover, Praeeo Network Technologies Inc. will act as the Company’s systems integrator, providing ECPI with its additional infrastructure requirements. 

	TOTAL ESTIMATED PROJECT COSTS AND TIMETABLE OF DISBURSEMENT

	
	
	

	 Total Estimated Project Costs 
	 Timetable of Disbursement Month 

	 Particulars 
	 Amount 
	

	 
	 
	 

	Indispensable Costs
	 
	 

	 
	 
	 

	Stock transfer agent Fees
	25,000.00
	October 2008

	PSE Processing Fee 
	11,200.00
	Upon filing - September 2008

	PSE Listing Fees inclusive of  12% VAT
	12,880.00
	Upon filing - September 2008

	SEC Registration Fees 
	11,500.00
	Upon filing - September 2008

	SEC Filing and Legal Research Fees
	115.00
	Upon filing - September 2008

	PCD processing fee
	20,000.00
	October 2008 

	Printing costs
	50,000.00
	January  2009

	Legal Fees
	30,000.00
	January to February 2009

	Mailing fees
	50,000.00
	January to February 2009

	Taxes to be paid by the Company
	57,500.00
	February 2009

	Expenses for Publication 
	20,287.20
	January 2009

	Sub-Total
	288,482.20 
	 

	 
	 
	 

	Capital Outlays
	 
	 

	ASG-525
	2,050,000.00
	February to March 2009

	HP Blade System
	5,124,000.00
	February to March 2009

	Patton Smartnode
	250,000.00
	February to March 2009

	Quintum ASM200
	1,300,000.00
	February to March 2009

	Omni PCX Enterprise Gateway
	850,000.00
	February to March 2009

	Linksys SIPURA (IP Phones)
	400,000.00
	February to March 2009

	Satellite Modem
	421,983.00
	February to March 2009

	Block-up Converter
	445,427.00
	February to March 2009

	Antenna Dish
	117,218.00
	February to March 2009

	Antenna Mounting
	131,284.00
	February to March 2009

	IFL Cable and Accessories
	9,377.00
	February to March 2009

	Commissioning and Installation
	70,331.00
	February to March 2009

	
	
	

	GRAND TOTAL
	11,470,602.20
	 


The proceeds will not be used to discharge a debt. Neither will the proceeds be used to reimburse any officer, director, employee or shareholder for service rendered, assets previously transferred, money loaned or advance or otherwise.

In case of any deviation in the planned uses of proceeds, the Company shall inform the shareholders and the Commission in writing at least fifteen (15) days before its implementation. 

8/ DETERMINATION OF OFFER PRICE 
Considering the small size and that the Offer Shares are being offered by the Company on a stock rights basis to ECPI stockholders of record as of the Record Date, the Offer Price of the Offer Shares was not determined through a book-building process but rather through the consensus or agreement among the top management following a battery of discussions within the Company. 

The determination of the Offer Price was based on its par value of P1.00 per share. 
9/ DILUTION 
	STOCKHOLDER
	BEFORE THE OFFER 
(As of 30 November 2008)
	AFTER THE OFFER

	 
	# of Shares
	Percent
	# of Shares
	Percent

	PCD NOMINEE CORPORATION (FILIPINO)
	60,733,069
	66.06%
	68,330,485
	66.06%

	GLOBAL E-BUSINESS SOLUTIONS, INC.
	22,875,954
	24.88%
	25,737,626
	24.88%

	PALOS VERDES LAND CORP.
	5,047,500
	5.49%
	5,678,918
	5.49%

	MODESTO N. CERVANTES
	2,228,279
	2.42%
	2,507,026
	2.42%

	MODESTO N. CERVANTES
	453,349
	0.49%
	510,061
	0.49%

	PCD NOMINEE CORPORATION (NON-FILIPINO)
	372,863
	0.41%
	419,506
	0.41%

	JOSE E. MADDATU
	46,250
	0.05%
	52,036
	0.05%

	AIDA VERGARA LENON
	25,000
	0.03%
	28,127
	0.03%

	IMELDA T. UY
	22,000
	0.02%
	24,752
	0.02%

	MANUJI T. AMARNANI
	20,493
	0.02%
	23,057
	0.02%

	OTHERS
	105,218
	0.13%
	118,380
	0.13%

	T O T A L
	      91,929,975 
	100.00%
	    103,429,975 
	100.00%


* Notes: 
· Computation based on 1 share for every 8 existing shares. 
· Fractional shares were rounded to the nearest whole number.

10/ PLAN OF DISTRIBUTION
There shall be two rounds for the offering of shares.  The first round shall be offered to all the existing shareholders of the Company in proportion to their shareholdings as of Record Date.  

After the first round of the offering and there remains to be a number of unsubscribed shares, the number of unsubscribed shares shall be subject to a second round of offering to be offered in the proportion that the Qualified Shareholder bears.   

After the second round of offering, should the Qualified Shareholder fail to subscribe to the respective allotment, then he/she shall be deemed to have waived their rights.  

Since the Company is exempt from the requirement of an underwriter, Major Shareholders, GEBSI and Palos Verdes have agreed, subject to the terms and conditions of the Commitment Letter to purchase from the Company on a firm commitment basis, all the remaining unsubscribed Offer Shares left after the offer period. Accordingly, GEBSI and Palos Verdes have undertaken to set up a guarantee fund by way of issuing to ECPI manager’s checks based on their proportionate shareholdings totaling the amount of P11,500,000.00 to cover full the full subscription of the Offer Shares, in the event there are remaining unsubscribed shares after the second round of offering.
There are no arrangements between the Company and GEBSI and Palos Verdes whereby the latter has the right to designate or nominate a member to the Board of Directors. Neither is there any shares designated to be sold to specified persons.
10.1 
LOCK-UP PERIOD

The Offer Shares are not subject to any lock-up provision.
10.2 pse EXEMPTION FROM THE MANDATORY ENGAGEMENT OF AN UNDERWRITER

In its Notice, the Exchange has granted the request of ECPI for exemption from the mandatory engagement of an underwriter as provided in Article V, Part B (Rights Offering), Section 3 of the Revised Listing Rules for the Company’s stock rights offering. As stated in the Notice, the Exchange approved the request of the Company for an exemption from the mandatory engagement of an underwriter requirement for stock rights offering, in consideration of the small size of the offer and the committed guarantee fund from the Company’s major shareholders.
Accordingly, ECPI shall not engage the services of an underwriter.
10.3 GUARANTEE FUND

As of the date of this Prospectus, GEBSI and Palos Verdes have issued Manager’s Checks in proportion to their shareholdings in the name of the issuer for the full amount of P11,500,000.00.  The Company is now holding these Manager’s Checks to cover for any and all shares left unsubscribed after the second round of offering.
10.4 Expenses Related to the Offering
	Expenses
	Amount (Php)

	Stock transfer agent Fees
	25,000.00

	PSE Processing Fee 
	11,200.00

	PSE Listing Fees
	12,880.00

	SEC Registration Fees 
	11,500.00

	SEC Filing and Legal Research Fees
	115.00

	PCD processing fee
	20,000.00

	Printing costs
	50,000.00

	Legal Fees
	30,000.00

	Mailing fees
	50,000.00

	Taxes to be paid by the Company
	57,500.00

	Expenses for Publication 
	20,287.20

	TOTAL
	Php288,482.20 sum(above) 


10.5 designated shares and allocations

The Offer Shares are not designated to be sold to specified persons. 
10.6 BROKER’S COMPENSATION 

APEX shall be entitled to 1% commission based on the gross sales in connection with the sale of the securities APEX has brokered.
10.7 FINDERS

The stock rights offering of the Issuer are to be undertaken among the existing shareholders of the Company, thus, finders or promoters are no longer necessary.
11/ INTERESTS OF NAMED EXPERTS & INDEPENDENT COUNSEL
The audited consolidated financial statements of ECPI for the calendar year ending 31 December 2007 including the notes thereto, which are included in this Prospectus, have been audited and reviewed by the Issuer's external auditors, Sycip, Gorres, Velayo & Co. 

For the  calendar year ending 31 December 2007, the Company's Board of Directors approved, the appointment of Sycip Gorres Velayo and Co. as the Company's external auditors, by virtue of their appointment as the Philippine correspondent firm of Ernst and Young in Sycip Gorres Velayo & Company are not shareholders of the Company nor have any right, whether legally enforceable or not, to nominate persons or to subscribe for securities of the Company in accordance with the professional standards on independence set by the Board of Accountancy and approved by the Professional Regulation Commission ("PRC").

The Company’s external counsel has no direct or indirect interest in the Company. Their professional fee does not exceed P500,00.00.
12/ DESCRIPTION OF SECURITIES
12.1
Capitalization

The Company's authorized capital stock as of September 30, 2008 is 300,000,000 common shares with par value of P1.00 per share. The issued and subscribed stock as of said date is 91,929,975 shares, with market price of P 3.50 per share (as of 29 September 2008) would have a market capitalization of  P321,754,912.50.

12.2
Increase in SUBSCRIBED Capital Stock

The new subscription of up to 11,500,000 shares shall be drawn from the existing unissued shares of the Company which totals 208,070,025 shares.  This increase in subscribed and paid-up capital was approved by the Board in its Resolution, 2008-06-01 last 18 June 2008.  Subsequently confirmed, ratified and approved by 2/3 of its stockholders in its Annual Stockholders Meeting on 14 July 2008. 

12.3
Offer Shares

ECPI is offering to Qualified Shareholders, as of Record Date, up to 11,500,000 new common shares at the Offering Price at par value of P 1.00 per share, or a total gross amount of P11,500,000.00 . All of the shares of common stock of the Company in issue, or to be issued pursuant to the Offering, shall have identical rights and privileges. The ownership of the shares shall be subject to the limits prescribed by Philippine laws on foreign ownership of corporations.
12.4 Common Stock
Every common share entitles its holder to one vote except for election of directors where cumulative voting shall apply. In cumulative voting, a stockholder may cumulate his votes by giving one candidate as many votes as the number of such directors multiplied by the number of his shares shall equal, or by distributing such votes on the same principle among any number of candidates; provided that the total number of votes cast by him shall not exceed the total number of shares owned by him as shown in the books of the Company as of the Record Date multiplied by the number of directors to be elected.

Every common share shall have full dividend rights and shall be entitled to such dividends as may be declared by the Board of Directors and the shareholders from time to time out of funds legally available therefor. Prior to this Offer, the Company's shares have been publicly traded at the PSE. In the event of liquidation or dissolution of the Company, common shareholders shall be entitled to receive their pro-rata share of all assets available for distribution, after the satisfactory settlement of debts and liabilities.

12.5 stock options
As of the date of this prospectus, there are no stock options granted or issued by the Company.
12.6 securities subject to redemption or call
The Offer Shares are NOT convertible nor subject to redemption or call.

12.7 warrants
ECPI’s subscription warrants were delisted on December 07, 2005. 
12.8
DIVIDEND POLICY of the company and its subsidiary
The Company’s Board of Directors is authorized to declare cash or stock dividends or a combination thereof. A cash dividend declaration requires the approval of the Board of Directors and no shareholder approval is necessary. A stock dividend declaration requires the approval of the Board and shareholders representing at least two-thirds of the Company’s outstanding capital stock. Holders of outstanding shares on a dividend record date for such shares will be entitled to the full dividend declared without regard to any subsequent transfer of shares.   
Under the Corporation Code, the Company may not make any distribution other than out of surplus or free portion of the retained earnings..  However, the issuance of such dividend is dependent on the financial performance of the Company and availability of sufficient retained earnings.

The Company has not adopted a specific dividend policy apart from what is provided by law.

The Company’s dividend history for the past ten (10) years, are as follows:

	Year
	Per Share
	Type
	Record Date
	Amount

	1997
	0.75
	Cash
	October 31, 1997
	P47,496,634.00

	1998
	1.00
	Cash
	September 30, 1998
	P63,328,846.00

	1999
	1.00
	Cash
	November 13, 1999
	P63,328,846.00

	2000
	25%
	Stock
	April 24, 2000
	15,832,198 shares


The Company’s subsidiary, EESI has not adopted a specific dividend policy apart from what is provided by law. EESI has not declared any dividends from the time of its inception.
12.9
Pre-Emptive Rights

Under the Company's By-Laws, the shareholders of the Company do not have pre-emptive rights.

12.10
Meeting Of Shareholders
The annual general meeting of the shareholders is held every 10th of May. Special shareholders meetings may be held at any time if called by the Board of Directors, at its own instance, or upon demand by shareholders owning at least a majority of the subscribed capital stock of ECPI.

There shall be a quorum for a general meeting of shareholders if shareholders representing a majority of the outstanding capital stock are present, in person or by proxy, except in those cases where the Corporation Code requires a higher vote of shareholders representing at least two-thirds (2/3) of the outstanding capital stock.

12.11
other securites

The Company does not issue any other form of securities other than its Common Shares.
12.12
Other Rights of Shareholders


a) Appraisal Right

The shareholder has a right of appraisal in certain circumstances where he has dissented and voted against a proposed corporate action, including.

-
An amendment to the Articles of Incorporation that has the effect of changing or restricting the rights of any stockholder or class of shares, or authorizing  preferences in any respect superior to those of outstanding shares of any class, or of extending or shortening the term of corporate existence.

-
In case of sale, lease, exchange, transfer, mortgage or other disposition of all or substantially all of the corporate property and assets; and

-
In case of merger or consolidation.


Under these circumstance the dissenting stockholder may require the Corporation to purchase his shares at fair value, which in default of agreement, shall be determined by a committee of three (3) disinterested persons, one of whom shall he named by the stockholder, another by tile Corporation and the third by the two thus chosen. This remedy however, may be available only if the Corporation has the necessary unrestricted retained earnings to purchase the shares.

b) Derivative Action Right

The stockholder may institute proceedings on behalf of the Corporation in a derivative action in circumstances where the Corporation itself is unable or unwilling to institute the necessary proceedings to redress wrongs committed against the Corporation or to vindicate its corporate rights.

12.13   
MANAGEMENT

All corporate powers are vested in and exercised by the Board of Directors, majority of whom shall be residents of the Philippines.

12.14   ACCOUNTING AND AUDITING

The SEC requires Philippine stock corporations to file copies of their annual financial statements. Stockholders are entitled to request copies of the most recent financial statements of the corporation, which shall include a balance sheet as of the end of the preceding fiscal year and a profit and loss statement fur that year. Stockholders are also entitled to inspect and examine the books and records that the Corporation is required by law to maintain.

The Board of Directors is required to present to the stockholders at every annual meeting a financial report of the operations of the Corporation for the preceding fiscal year.

13/ INFORMATION ON THE ISSUER

13.1
Business Background 

Francisco N. Cervantes (FNC) through Republic Act No, 5954 was granted the right to construct, install, establish and operate radio stations for domestic and international communications in the Philippines. In August 1988, FNC, single proprietorship engaged the services of EasyCall International, Inc (ECII), under which, ECII provided FNC with consultancy services (i.e. technical, marketing and financial) for a paging operation. In September 1989, Francisco N. Cervantes, Inc. (FNCI) was registered as a telecommunications company with the Securities and Exchange Commission. FNCI then started the paging operations pioneering the use of alphanumeric messages through the pagers. 

Republic Act No. 7110 was enacted by the Philippine Congress in 1991. This authorized the transfer and assignment of the franchise together with all properties and rights acquired by FNC under R.A. 5954 to FNCI. This also provided for the extension of the term of the franchise to year 2024. In February 1992, SEC approved the amendments of the Articles of Incorporation reflecting the change in corporate name from FNCI to ECPI. 

In May 1992, the Company had a successful Initial Public Offering, involving 12 Million ECPI shares offered to the public at P 18 per share. Together with the shares, the Company offered detachable warrants, the first to be offered in the Philippine capital markets, which were subsequently availed off by the warrant holders. 

In July 1999, the Company acquired the call center business of Siemens, which included a major fast food restaurant chain as its first order taking call center client as its initial venture into business outsourcing business to replace paging revenues, which were anticipated to decline in the coming years.  It expanded its clientele base and as of to-date, the Company is operating four (4) food chains, one LPG manufacturer and one pharmaceutical company as its local call center clients. 

In 2000, the Company secured the message transcription business of a U. S. based paging company, under which the paged messages are transmitted to the Philippines, transcribed here and then retransmitted to the U. S. to be sent to the subscribers’ pagers. However, this service was terminated in early 2002 because of the client’s dwindling subscriber base as a result of competition from cellular phone companies’ text messaging business. 

As part of its expansion plan to replace revenues from the paging business, the Company, in mid-2000, invested in internet with the network systems provided by CISCO and Foundry, server systems by Sun Microsystems and caching engine by Cacheflow. By September 2000, the Company officially launched the internet business and started offering consumer and corporate internet products and services in the market.  To support the internet business’ revenue generating capability and increase utilization of the Company’s data center facility, the Board of directors, in its meeting on May 31, 2002, has approved a P 5 million investment in iAspire.Net (Phil), Inc. representing about 25% equity participation.  In July 2002, the Company invested P4.2 million in I-Aspire Phil., Inc., representing about 20% of I-Aspire’s capital.  However, this investment failed to achieve its objective and the Company had to provide for possible losses in this investment as of June 30, 2003. 

In early 2001, the Company acquired the systems of TeamPOINT Information Systems and Genesys Computer Telephony Integration to enable it to go into the high-end Electronic Customer Relationship Management (eCRM) market abroad. On July 6, 2001, The Board of Investment (BOI) approved the Company’s application under Executive Order No. 226 as a New IT Service Firm in the field of on eCRM pioneer status.  Under the BOI rules and regulation, the Company is entitled to certain tax and non-tax incentives from the government.  

In October 2001, the Company started an outbound telemarketing campaign for the U. K..  However, in January 2002, the project was terminated for unpaid receivable. In early January 2002, the Company started an outbound telemarketing campaign for the U. S..  This was, however, terminated by mutual agreement in March 2002 as the Company was pursuing a long-term strategic alliance with an American call center company to accelerate the Company’s penetration into the huge inbound and outbound contact center outsourcing market in the U. S..  On May 31, 2002, the Board of Directors, in line with the Company’s new direction, approved the 50/50 joint venture agreement between the Company and U. S. based Centralized Marketing Company (CMC). This is in line with the Company’s new direction to focus on the foreign call center market with initial thrust into the huge US call center market.  In June 2002, the Company made an investment equivalent to US$500,000 into the new joint venture company, which was registered with the SEC under the name of ePerformax Contact Centers, Inc. (ePerformax).  During the last half of 2002, there was a new capital call by ePerformax to support its funding requirements and the Company waived its right to subscribe to additional capital and this reduced the holding of the Company in ePerformax to 25%.  ePerformax started its commercial operations in January 2003.  ePerformax incurred losses during its first year of operations and started to realize profit in June 2004 and ended the year 2004 with a net income of P25.1 million.  To date, ePerformax is operating with about 2,000 call center seats and is embarking on an expansion of its facilities to accommodate additional clients.  

On May 16, 2001, the SEC approved the increase in the Company’s authorized capital stock by 100 million shares, thereby bringing the total authorized capital stock from 100 million to 200 million shares. The application for increase in authorized capital stock was in line with the Company’s plan to raise capital for the expansion in internet and call center business.  The major shareholders subscribed to 25 million shares of the capital increase at a price of P2.84 per share.  On September 1, 2003, these shares were approved for listing in the PSE. 

In October 2001, the Company and GEBSI signed a memorandum of agreement for the subscription by GEBSI of 52 million shares at a price equivalent to P 1 par value. The 52 million shares subscription carries with it 40 million free subscription warrants which provide option to convert these warrants into additional 40 million shares at a strike price of P 1.15 per share within a period of three years from issuance of the warrants.  On April 16, 2002, the SEC approved the increase in authorized capital stock from 200 million shares to 300 million shares at P 1 par value, subscription to which came from the private placement of GEBSI.  In compliance with the requirements of the Philippine Stock Exchange, the Company successfully completed the stock rights offering involving 3,358,267 shares for the minority stockholders at the price of P1.00. The new issues are entitled to warrants equivalent to 0.76923 for every one common share.  These shares together with the private placement of 52 million shares made by GEBSI were listed in the PSE on December 2, 2002. 
In July 2002, the new major shareholder, GEBSI provided an additional cash advance amounting to US$ 1 million to fund the expansion in its new venture and for working capital requirements of the Company.    

With the rapid decline in the subscriber base for the paging operations, the Company decided to completely shut down its paging operations starting December 1, 2002 when the subscriber base has reached a level that is not sufficient to cover direct cost.  The Company, however, made arrangement for the smooth transfer of its loyal Metro Manila subscribers, to another paging company, Jaspage. 

In January 2003, the Company has re-aligned its operations and centralized all foreign contact center outsourcing business with its associate ePerformax while the Company started to focus on the local call center and its internet business operations.  Also with its available space and existing infrastructure, the Company started to tap the market to avail of its facilities leasing management services. While there were various inquiries for this new service offering from foreign as well as local BPO providers, the location of Mandaluyong was not considered as an attractive place by these prospective clients. 

With this development, the Company, in November 2003, finally decided to terminate its lease contract for the Mandaluyong center and transferred its local call center operations to ePerformax’s operating center in Makati City and the administrative operations were transferred to Mary Bachrach Building, Port Area, Manila.  The Company also established its main internet infrastructure and data center at ePerformax’s network operating center and a secondary internet and data center infrastructure was established in the Company’s main office in Manila.  The transfer of the facilities to its new location in BPI building and in Manila was completed in March 2004. Earlier, the Company, on July 18, 2003, terminated its lease agreement for its data center in Las Piñas City.     

On August 19, 2003, the Board of Directors approved the spinoff of its operating assets used in the internet and call center businesses into a wholly-owned subsidiary to streamline the operations of the Company.  The objective of the spinoff is for ECPI to focus on identifying new business opportunities for the Company and to work on addressing its financial requirements, while its subsidiaries will focus on generating higher revenues and increasing operating profitability. The new subsidiary, EESI was incorporated and duly registered with the SEC as of December 31, 2003.  During the same meeting, the Board likewise approved the sale of various non-operation related real estates of the Company consisting of the Galleria condominium units, State Cente Condominium unit in Binondo, Manila, and several lots located in Tagaytay City, General Trias, Cavite and Quezon City as well as its subscriber’s investment in PLDT to support ECPI’s funding requirements. 

On September 17, 2003, the Board approved the change in accounting period of the Company from fiscal year ending June 30 to calendar year ending December 31 effective with the period ending December 31, 2003 to align the accounting period of the Company and its subsidiary.  This was approved to minimize audit expenses.  This was ratified on November 12, 2004 by the stockholders.    

The Internet business of ECPI was transferred and absorbed by its wholly-owned subsidiary, EESI starting July 1, 2004.  By October 31, 2004, the Company has terminated its last client for the local call center operations. Earlier during the first half of 2004, the Company re-negotiated its contract with all its local call center clients to improve the profitability of this business segments.  However, the Company and its clients could not agree on the price adjustment and both parties mutually agreed to terminate its relationship and the Company worked out a smooth transition with all its local call center clients. The decision to close the local call center operations was made because of the low contribution margin, which is not sufficient to cover fixed overhead cost. 

On March 2, 2004, the SEC approved the capital restructuring of the Company that was approved by the Board of Directors on September 30, 2003 and ratified by the stockholders on November 12, 2003. The capital restructuring consisted of the following:

A stock split was implemented whereby the authorized capital stock of the Company was reduced by a ratio of 5:1 from 300 million shares to 60 million shares and the par value of the capital stock was increased from P1 to P5 per share. Consequently, the issued and outstanding capital stock of the Company of 159,519,311 shares with a par value of P1 per share was replaced with new shares totaling 31,903,862 shares with a par value of P5 per share. This resulted in a decrease in number of shares but the outstanding capital remained at P159,519,311. 

After the stock split, the par value was reduced from P5 to P1 per share for both the authorized capital of 60 million shares and the issued and outstanding capital of 31,903,862 shares. With this reduction in par value, a reduction surplus of P 127,615,449, was recognized in the books of the corporation. 

The reduction surplus of P 127,615,449 was applied against the cumulative deficit of P 197,885,829 as of June 30, 2003, thus reducing the cumulative deficit to P 100,506,359 as of December 31, 2003. 

The 42,583,283 warrants issued to 55,358,267 common shares prior to the capital restructuring mentioned above was maintained at this same level even after the 55,358,267 common shares were reduced to 11,071,653 common shares as a result of the capital restructuring. 

After the capital restructuring, the authorized capital stock was increased from 60 million common shares to 300 million common shares with a par value of P 1 per share.  One of the major shareholders, GEBSI subscribed to 60 million shares at par value of P 1 and this subscription was paid through the conversion of its outstanding advances to the Company and the balance was paid for in cash. 

The effects of the stock split and the offsetting of the reduction surplus against the cumulative deficit as mentioned above were reflected in the audited financial statements of the Company as of December 31, 2003. The additional 60 million shares issued to GEBSI from the capital increase mentioned above were approved for listing by the PSE on August 16, 2004. 
In the same Board meeting of September 30, 2003, GEBSI likewise committed to continue to support the financial requirements of the Company. 

The Board of Directors in its meeting on November 26, 2004 approved the following: 

· The integration, either through merger or acquisition, of TESI, an information technology Company affiliated with its majority shareholder, GEBSI into ECPI.

· The private placement by its majority shareholder, GEBSI, for 100 million shares at the par value of P1.00 per share to be taken from the Company’s unsubscribed capital stock.  The private placement shall be paid in the form of: 

1. The conversion of outstanding advances and liabilities of ECPI to GEBSI and its affiliates.  Advances of GEBSI amounted to P20.07 million. 

2. The agreed valuation of TESI to be approved by the shareholders; and 

3. Balance shall be paid in cash. 

On March 29, 2005, the Board appointed an independent director together with a senior officer of the Company to oversee the integration and valuation of TESI.  To date, plans for merger remain under evaluation. It is expected that during the next stockholders’ meeting, a more definite direction on the proposed merger plan.   

On December 7, 2005 the warrants issued by virtue of the above re-structuring expired totaling 42,583,283 warrants.  These warrants were then delisted from the Official Registry of the Exchange on same date. 

On November 2005, a management agreement with TESI was entered into wherein TESI shall be the outsource provider for the Company’s Internet Data Center management requirements for the Company for a period of five (5) years retroactive from 01 November 2005. 

On July 19, 2006, the Board approved the Amendment of Articles of Incorporation by decreasing the number of directors of the Corporation from the current nine (9) to seven (7) as such number could easily handle the matters that are being referred to by the Management. The Amendment of the Articles of Incorporation was approved by the SEC on October 19, 2006. 

Amendment of the Manual of the Corporate Governance was also approved on the grounds for temporary disqualifications of a director from “being absent on more than 50% of the meetings” to non-attendance of ALL meetings. 
As part of the Company’s efforts to expand into emerging businesses EESI secured its Certificate of Registration (COR) from the NTC to Offer Value Added Services (VAS) in 05 January 2005, which license is valid until 04 January 2010.  In July 2008, EESI applied for and was granted a COR for the re-sale of VOIP services to the public.  
Understanding the growth of IP based services, the Company then secured its COR as a VOIP provider in 21 August 2008.  It is the focus of the Company to direct all its efforts in the direction of internet services.
The Company is planning to offer Worldwide Interoperability for Microwave Access (Wimax) to cater to the demand of clients. Wimax is a wireless digital communications system that provides broadband wireless access. It can be used for wireless networking in much the same way as the more common WiFi protocol. However, Wimax allows for more efficient bandwidth use, interface avoidance, and is intended to allow higher data rates over longer distances.  The board meeting held last September 11, 2008 saw the approval of the company’s decision to apply for Wimax authority with the National Telecommunications Commission (NTC).

Easycall Communications Philippines, Inc. provides Web business solutions that consists of website development, web hosting, web application development, and server co-location services. It also operates as an application service provider. In addition, the Company offers information technology services, including support, application customization and development, database administration and management, systems integration and customized reporting system services.

Risks relating to the Company and its business, as well as the procedures being undertaken by ECPI to identify, assess and manage such risks, have been previously discussed in the section “Risk Factors.”
13.2 
Products & Services

The existing products and services of the Company are listed below:

A. Contact Center through its Investment in ePerformax
	Type of Service
	Description of Service

	Customer Service
	To handle certain areas or the entire process of a clients’ customer service function based on the clients’ requirements.  The services include the organization, hiring, training and deploying the required contact center employees under a structure agreed upon with the customer and providing regular feedback and reporting to the clients.

	Outbound Verification Services
	To do outbound calls to verify data and information based on the instructions of the clients.  It follows similar process as the other contact center services.


Internet Services through its wholly owned subsidiary, EESI
B. Individual Access  

	Type of Service
	Description of Service

	Dial-up Access

(Individual and

Multi-users)


	There are several dial-up Internet-access plans available to Corporate Accounts.  Due to the Company’s available infrastructure and adequate access lines, clients enjoy fast, premium-quality, yet affordable internet access. Clients also enjoy 5MB of email server space and 2MB of web server space where the client can store his or her own home page.


C. Corporate Solutions 

	Type of Service
	Description of Service

	Dedicated Dial-up (“DDU”)

	This gives the Company unlimited access via a dedicated number exclusively for its own use.  This is recommended for companies that need multiple and simultaneous connections of up to 4 users (for browsing) and 10 users (for e-mail). Beyond this number, the Leased Line set-up is preferred. 

Clients also have the option to get their own domain name with the DDU package for easier recognition of their company or organization on the Internet.   

	Leased Line (“LL”)
	This is for entities with multiple usage in excess of 10 users and who need the fastest possible access on the Internet, as well as, the ability to connect their in-house web, e-commerce and database systems to the Internet.

The Leased Line package gives a group, organization or corporation with a seamless access to the Internet via a leased line from a telephone company. A leased line is a private dedicated circuit that will connect the client directly to the Company’s own data center and Internet backbone. Leased line subscribers shall enjoy speedy Internet access 24hours a day, 7 days a week. 

With speeds of 64K, 128K and higher (in increments of 64K and subject to local availability), the Leased Line package offers the client with synchronous connection to the Internet. 

	Web Business Solutions
	The Company can work together with the client in order to define the specific Internet needs of the client and shall design and build a solution to maximize its investment in technology. Thus, the client may ask the Company to undertake the following: 

Website Development

To create an accessible web site to attract both future and current clients and friends by utilizing document layout, images, element design, site planning and navigation information.   

Web Hosting 

To provide its client with a web site that is available at high speed, 24 hours a day and in the most secure environment available anywhere by hosting it in the Company’s data center.  Whether the client wants basic shared Linux hosting or specialized and dedicated hosting behind the Company’s own firewall, the Company’s Business Solution specialists shall work closely with the client to help  determine their optimum requirements, 

Web Application Development 

To customize the client’s web application depending on the needs.  The Company can develop a system to fit the client’s requirements such as web ordering.  In turn, the Company’s Call Center operations can handle the validation of orders.  

	Server Co-location
	This is for clients who prefer to develop applications using their own machines. For this, the Company shall host the client’s server or servers within the Company’s IDC. Server co-location offers the client unlimited flexibility.  The client can have its machines hosted behind the Company’s firewall or it can build and tailor its entire server and security infrastructure and have the complete setup hosted at the Company’s site. 

The client can also utilize the IDC as its back-up site as part of its business continuity or disaster recovery plans.


There are NO groups of related products or services that contribute ten percent (10%) or more to sales or revenues. The relative contribution to net income of the Company’s products and services, or group of related products and services, is proportional to its relative contribution to the Company’s sales or revenues. 

The relative contribution of sales, gross margin and net income of the contact center and the internet business to total revenues are shown on under Note 1 of the Audited Consolidated Financial Statements.
For the last three years, the sales and income of the Company are derived within the Philippines, thus, there are NO foreign sales. 
The internet business of the Company is duly registered with the National Telecommunications Commission and its registration was recently renewed under the name of Easycall e-Services, Inc. and will expire on January 4, 2010.  The Company’s telecommunications franchise will expire in 2024.
There are no publicly announced new products or services that would require a material amount of resources of the Company at this point in time and no new product that would need government approval, except as otherwise indicated in this report.
Initial development activities are minimal at this point.
13.3
CLIENTS
As of the date of this prospectus, the Company has 21 active clients for which it had performed various services. As the ICT industry presents a myriad of solutions for clients, ECPI has aimed to be a strategic partner of each company in defining their technology direction and IT architecture, especially since there is an increasing need for process automation and a growing demand for customized enterprise applications and total ICT solutions services. 

A large percentage of ECPI’s client mix is composed of the Member Companies (MCs) of the Transnational Diversified Group (TDG). Of these clients, January to September 2008 figures show that ePerformax contributes 46% to the total revenue of the Company and NYK Fil-Japan Shipping Corporation contributes 24% to the same.  Being the IT entrepreneurial partner of these internal clients, ECPI is initially dependent on the patronage of these MCs and focused on providing high quality and cost-effective ICT products and services to them. Any significant reduction in, or the elimination of, the used use of the services the Company provides TDG Member Companies may have a material adverse effect on ECPI. However, the Company also plans to expand its existing market base and offer its products and services to a broader audience outside of the TDG business environment as part of its future strategy. 
13.4
RELATED PARTY CLIENTS

As the IT solutions partner of TDG Member Companies, the Company is primarily dependent and focused on providing products and services to these customers. Based on January – September 2008 figures, at least 96% of the Company’s revenue is received from these member companies, the bulk of which is from ePerformax at 46%. External clients only contribute a minimal percentage to the Company’s total revenue.  

13.5
LICENSES / FRANCHISES OF THE ISSUER
It has been ECPI’s thrust to maximize the use of its existing infrastructure, as well as to constantly innovate, explore the use of emerging telecommunications technologies and provide value-added products and services to its target consumers. All these are achievable through the maximization of the company’s existing NTC licenses, as presented in the table below:

	
	License/Franchise
	Summary

	1
	NTC Case No. 87-69 (PA)
(June 28, 1988)
	Provisional authority to operate a radio paging service through the establishment of radio paging stations and terminals for the entry of tone only paging service, tone and numeric display paging service, and tone and alphanumeric display paging service in Metro Manila

	2
	NTC Case No. 87-69 (CPCN)
(October 31, 1989)
	To install, operate and maintain radio paging stations and terminals for the entry of tone only paging service, tone and numeric display paging service, and tone and alphanumeric display paging service in Metro Manila.  Valid for 25 years from 31 October 1989 or until 31 October 2014 in the name of Francisco N. Cervantes

	3
	RA 5954

(June 21, 1969)
	An Act granting to Francisco N. Cervantes a Franchise to establish radio stations for domestic and international communications

	4
	RA 7110
(July 23, 1990)
	An Act Authorizing its transfer and assignment to Francisco N. Cervantes, Inc. of its franchise to establish and operate radio stations for domestic and international communications granted under RA 5954 to Francisco N. Cervantes and all properties and rights acquired thereunder of Francisco N. Cervantes.  

Extending the term of the Franchise to 25 years from March 4, 1999.

	5
	NTC Case No. 89-178 (September 1992)
	Application was for the following (GRANTED):
1. Install, operate and maintain a radio paging service for the provinces of Bulacan, Pampanga, Bataan and Zambales and for other provinces of Rizal, Cavite, Laguna and Batangas;
2. Assignment of NTC Case 87-69 and other cases to Francisco N. Cervantes Inc. pursuant to Congressional approval under RA 5954 whose name is now changed to Easycall Communications Phil.

	6
	Allocation of 2-way paging frequency
(October 19, 1998)
	Letter to Mr. E. Abalos informing ECPI of the allocation of frequencies for 2-way paging.

	7
	Frequency Allocations
(January  07, 2008)
	Letter to Mr. R Martinez listing frequency allocations of Easycall as of January 07, 2008.

	8
	Certificate of Registration 
(June 27, 1996)
	Certificate of Registration for Radio Paging business (ECPI) valid until June 26, 2005

	9
	Certificate of Registration for  VAS 
(December 17, 1999)
	Certificate of Registration for VAS (ECPI) valid until January 5, 2005

	10
	Certificate of Registration for  VAS 
(January 5, 2005)
	Certificate of Registration for VAS (EESI) valid until January 4, 2010

	11
	Certificate of Registration for  VOIP
	Certificate of Registration for VOIP valid until, 2010


This will provide ECPI with tremendous opportunity and enable the Company to realize its vision of becoming a world-class business solutions provider of cost-effective technology, connectivity and interaction solutions to domestic and foreign markets. 

13.6
COMPETITION
Competition in the ICT Industry is intense and growing. This has led to the creation of innovative services and appealing pricing packages in order to address the increasing number of competitors in the market. The rise in the number of competitors has signaled a change in the way that telecommunications services are delivered and priced. 
The Company faces intense competition from large telecommunications companies such as PLDT/Smart, Globe, Bayantel and Eastern that offer nationwide data communications services. These competitors are equipped with greater manpower and financial resources; longer operating histories; greater technological expertise; more recognizable brand names; and more established relationships with customers that it serves. These competitors may enter into strategic relationships among themselves or with larger and more established companies in order to increase their ability to address the needs of the clients. 

ECPI believes that its key advantage is the personalized service and focus it provides its customers, helping them acquire cost-effective products which are beneficial and relevant to their specific businesses.  
13.7
Employees

It was on the 22nd of March 2006 that the board approved the nomination and election of Mr. Renato Vicente R. Martinez as the new General Manager of the Company.  The table below presents the Company’s manpower complement by functional category for the periods indicated.
	Manpower
	31-Aug-08
	2007
	2006

	Officers and managerial employee*                  
	4
	4
	4

	Supervisory and staff employees 
	0
	0
	0

	Rank and file and staff employees
	7
	7
	7

	Total Manpower
	11
	11
	11


*Officers receive no compensation only per diem during Board Meetings
All of the Company’s employees are based in the Philippines. The Company anticipates an increase in the number of employees within the next twelve months. Four (4) additional employees are expected to be hired to take up various positions in the following departments:

a. Billing

b. Accounting

c. Sales 

d. Project Management

There are NO employees who have been on strike in the past three (3) years. ECPI has NO labor union since the start of its operations.

13.8
SIGNIFICANT EMPLOYEES

No single person is expected to make a significant contribution to the Company’s business since the Company considers the collective efforts of all its employees as instrumental to the overall success of the Company’s performance.

13.9
GOVERNMENT REGULATION
The Company’s operations are subject to permits and licenses for the conduct of its business. Regulatory decisions or changes in the legal and regulatory requirements and policies will affect the business. 

ECPI is currently undergoing the process of requesting the issuance of a Certificate of Public Convenience and Necessity (CPCN) from the NTC to install, operate and maintain a nationwide data communications network (Case No. 2008-125).   This application is scheduled to be heard by the Commission on October 23, 2008.

The Company’s current operations do not require an environmental compliance certificate from the Department of Environment and Natural resources. In the event any of its future operations are covered by environmental law and regulations, the Company will comply with such requirements.
13.10
Properties
The Company owns one small office unit at the State Center Building in Binondo, Manila. The Company also owns certain lots in Tagaytay City, General Trias, Cavite and Novaliches, Quezon City with a total area of 1,150 square meters.  The location and asset description of the properties are described below:
	Location


	Address
	Area
	Description of the Properties
	Fair Market Value Appraisal

	1. Binondo, Manila

State Centre Condominium
	15/F, Juan Luna St. Binondo, Manila 
	37.08 sq. m.
	Office Condominium Unit
	Php1,186,000.00

	2. Quezon City, Metro Manila
	Dona Adela cor. St. Claire Sts., Santiago Subdivision, Bgy. Sta. Monica, Novaliches
	186 sq. m
	Land
	Php930,000.00

	3. Tagaytay City


	Filipinas Farm Sub-division, Bgy. Iruhin West, Tagaytay City
	216 sq. m
	Land
	Php972,000.00

	4. General Trias, Cavite
	Stateland Hills, Subdivision, Bgy. Manggahan (former Buenavista) Gen. Trias, Cavite
	750 sq. m.
	Land
	Php1,125,000.00


ECPI is maintaining a lease on a warehouse, utilized by the company as storage of previously used paging equipments.

	Location


	Address
	Area
	Description of the 

Properties
	Amount of Lease Payment
	Expiration Date
	Terms of Renewal

	Las Pinas


	107 M. Alvarez Ave., Talon Las Pinas City, Metro Manila 
	90sq.m.
	Warehouse
	Php11,444.22
	20th October 
	Automatic renewal with at least (10%) escalation of the rental fee be effective at the beginning of each year of the lease.


The properties owned and leased by the Company are in good condition and are free from existing mortgages, liens or encumbrances.  Aside from those equipments enumerated in the section entitled “Use of Proceeds” of this prospectus, the Company has NO intention in acquiring properties for the next twelve (12) months.
13.11
SOURCES OF EQUIPMENT/SUPPLIERS
To improve the IP based services of the Company, ECPI’s IT infrastructure requirements will be sourced through several suppliers. These include the following companies: I-Secure Network, First Data Corporation, and Logic Solutions Inc. Moreover, Praeeo Network Technologies Inc. will act as the Company’s systems integrator, providing ECPI with its additional infrastructure requirements. 

The Company is not dependent upon one or a limited number of suppliers to provide its IT infrastructure needs. 

13.12
Legal Proceedings 

The Company has the following pending legal and administrative cases:

CEBCOM Mngmt. Corp. vs. Easy Call Phils. Inc. docketed as Civil Case No. 02-0237 was filed in February 2002.  This is a civil case for specific performance with claims as follows: P16,251,073.53 cash bond;  P7,766,279.17 return of investment cost;  P1,000,000.00 as damages and P500,000.00 as attorney’s fees  for a total of Php 25,517,352.7. All evidence having been presented, the case is pending resolution with the RTC of Pasay.

Aside from the case cited above, there are no other material pending legal proceedings to which the Company or its subsidiaries is a party or of which any of their property is the subject.
13.13
Market for Registrant's Common Equity and Related Stockholder   

              Matters
A. Market Information

ECPI shares are traded at the Philippine Stock Exchange since its Initial Public Offering in May 1992. Stock Market Prices (Source PSE) based on closing price.

	
	
	High 
	Low

	CY 2008
	
	
	

	2nd qtr
	
	3.50
	3.50

	1st qtr
	
	4.00
	4.00

	CY 2007
	
	
	

	4th qtr
	
	4.00
	4.00

	3rd qtr
	
	4.00
	4.00

	2nd qtr 
1st qtr
	
	7.50

5.00
	5.00

3.00

	CY 2006
	
	
	

	4th qtr
	
	3.00
	3.00

	3rd qtr
	
	4.00
	3.05

	2nd qtr
	
	NT
	NT

	1st qtr
	
	2.60
	2.20

	CY 2005
	
	
	

	4th qtr
	
	2.60
	2.00

	3rd qtr
	
	2.00
	2.00

	2nd qtr
	
	3.20
	2.00

	1st qtr*
	
	5.20
	0.67

	CY 2004
	
	
	

	4th qtr
	
	NT
	NT

	3rd qtr
	
	NT
	NT

	2nd qtr
	
	NT
	NT

	4th qtr
	
	0.45
	0.45

	CY2003
	
	
	

	4th qtr
	
	NT
	NT

	3rd qtr**
	
	1.2
	0.30

	FY 2002-03
	
	
	

	4th qtr
	
	1.00
	0.22

	3rd qtr
	
	NT
	NT

	2nd qtr***
	
	1.00
	1.00

	1st  qtr
	
	1.50
	1.40

	FY 2001-02
	
	
	

	4th  qtr
	
	NT
	NT

	3rd  qtr
	
	NT
	NT

	2nd qtr
	
	NT
	NT

	1st  qtr
	
	1.50
	1.40

	FY 2000-01
	
	
	

	4th qtr
	
	2.00
	2.00

	3rd qtr
	
	2.90
	1.90

	2nd qtr
	
	2.65
	3.00

	1st  qtr
	
	3.20
	2.20


                   
*   
First traded price after the approval of the capital restructuring.


**  
Last traded price on September 29, 2003 prior to the approval of the capital    restructuring by the Board on September 30, 2003.


*** Represents price for the private placement of GEBSI, which was approved for listing by the PSE in December 2002.

B. Top 20 Shareholders as of November 30, 2008.
The Company only issues common shares. As of November 30, 2008, the Company has a total of 299 shareholders. Below are the top 20 shareholders of the Company: 
	
	Name of Stockholder
	No of Common Shares

Held
	Percent to Total Capital of Common Shares

	1
	PCD Nominee Corporation (Filipino)
	60,733,069
	66.06%

	2
	Global E-Business Solutions, Inc.
	22,875,954
	24.88%

	3
	Palos Verdes Land Corp.
	5,047,500
	5.49%

	4
	Modesto N. Cervantes
	2,228,279
	2.42%

	5
	Modesto N. Cervantes
	453,349
	0.49%

	6
	PCD Nominee Corporation (Non-Filipino)
	372,863
	0.41%

	7
	Jose E. Maddatu
	46,250
	0.05%

	8
	Aida Vergara Lenon
	25,000
	0.03%

	9
	Imelda T. Uy
	22,000
	0.02%

	10
	Manuji T. Amarnani
	20,493
	0.02%

	11  
	Juanito Yang
	11,440
	0.0124%

	12
	FEBTC as Custodian of Yankton Nominees No.2
	7,170
	0.0078%

	13
	John Paul Calderon &/or Don P. Calderon
	6,875
	0.0075%

	14
	Daniel Newman
	4,356
	0.0047%

	15
	Remedios V. Kapunan
	4,050
	0.0044%

	16
	Merle Custodio Tan
	4,000
	0.0043%

	17
	Susanette T. Cu
	4,000
	0.0043%

	18
	Carlos Z. Ortoll
	3,828
	0.0042%

	19
	Azucena C. Choa
	3,750
	                 0.0041%

	20
	Asia Pacific Advisory Corporation Pty. Ltd. 
	3,300
	0.0036%

	
	                         T O T A L 
	91,877,526
	99.93%


The above information is NOT being presented in a registration statement filed pursuant to Section 12, or an information statement filed pursuant to Section 20 of the Code, that relates to an acquisition, business combination or other reorganization.

(1) Dividends:


Cash- 
P1 per share based on stockholders of record as of November 13, 1999 and payable in December 1999, P1 per share in 1998 and P 0.75 per share in 1997. 


Stock -
25% stock dividend based on stockholders of record as of April 24, 2000, none from 1997 – 1999

(2) Recent Sales of Unregistered Securities – None

13.14 INVESTORS RELATIONS MANAGER and company’s information officer
The Company’s General Manager, Mr. Renato Vicente R. Martinez is also the manager of Investors’ Relations. As Investor Relations Manager, he is tasked to develop effective communication strategy that will optimize the Company’s value and increase its visibility in the investment marketplace. He also undertakes the dissemination of information on the Company’s investment activities to investors in a timely and strategic manner and ensures compliance with all regulatory disclosure requirements. He is expected to maintain an Investor Database and build strong relationship with investors, market/research analysts and the media.
He undertakes the planning and organizing the corporate communication needs of the Company and in determining the key media needs and strategic PR activities. He reviews and analyzes business and financial results and conducts ongoing industry and competitive research to ensure successful achievement of the departmental goals and deliverables. Mr. Martinez may be contacted at telephone number (632) 528.1263 or (632) 521.3673.
The Company’s Treasurer, Mr. Carlo M. Severino is also the Chief Information Officer. Mr. Severino may be contacted at telephone number (632) 490.2288 local 7065.
Their respective profiles can be found in the subsequent section entitled “Management and Certain Security Holders”. 
14/ 
MANAGEMENT AND CERTAIN SECURITY HOLDERS

14.1
Directors and Executive Officers of the Issuer

(1) Directors, Executive Officers, Promoters and Control Persons.

(1a) The names and ages of all directors and officers are as follows:

	Name
	Current Position
	Citizenship
	Age

	J. Roberto C. Delgado
	Chairman/CEO/Director
	Filipino
	63

	Modesto N. Cervantes
	Vice-Chairman/Director
	Filipino
	69

	Socorro Z. Niro
	President/COO/Director
	Filipino
	57

	Jonathan M. Cervantes
	Director
	Filipino
	43

	Clifford W. Beek
	Director
	American
	53

	Rafael M. Garcia III
	Independent Director
	Filipino
	62

	Felipe P. Araullo 
	Independent Director 
	Filipino
	62

	Renato Vicente R. Martinez
	General Manager/Head of Investors’ Relations
	Filipino
	40

	Millicent L. Sim-Asuncion
	Corporate Secretary/Legal Counsel/Compliance Officer
	Filipino
	37

	Carlo M. Severino
	Treasurer/Chief Information Officer
	Filipino
	41

	Jose Enrique C. Santiago
	Assistant Treasurer
	Filipino
	43


(1b, 1c, 1d) List of Position and offices the directors held or will hold, work experiences, and directorship positions in reporting companies.

	NAME OF DIRECTORS/OFFICERS
	POSITION / OFFICES / WORK EXPERIENCES

	J. ROBERTO C. DELGADO
[image: image9.jpg]



	Elected Director of the Company in October 2001 up to the present and also the Company's Chairman and Chief Executive Officer  of ECPI (2002 to present). His other experiences, which cover at least the last five years, are shown hereinafter which are currently being held until the present:   Chairman and Chief Executive Officer of Transnational Diversified Group, Inc., Transnational Diversified Corp., NYK Fil-Japan Shipping Corp., NYK Fil-Ship Management, Inc., Dolphin Ship Management Inc., Apex Philippines Equities Corp., Emery Transnational Air Cargo Corp., Asiana  Phils .GSA  Inc.,  Transcontainer  Ltd.  Phils., Transnational Plans, Inc,  Transnational Medical & Diagnostics  Centre Inc, Vision Air  Flight Support Inc., Intelligent Wave, Inc., and Beacon Frontline Solutions, Inc., American Express Transnational Inc.,  ePerformax Contact Centers Corp. (2002 to present),  and ePerformax Contact Centers (Cebu) Corp. (2006 to present). He is also the President of Yusen Air and Sea Services Phils., Inc. and Bondad Maritima SA. Mr. Delgado is a Director of The Silk Road Hotels in the People's Republic of China, Karlamar Shipping SA in Panama, and Diversified Financial Network, Inc. Mr. Delgado is a graduate of Ateneo de Manila University (BA Economics) and he obtained his MBA in Stanford University and attended Harvard Business School (Owner/President Management Program).


	MODESTO N. CERVANTES
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	Chairman of the Board since October 1996 and a Director of the Company since incorporation. He was President of Easycall from 1989 until November 2001. He holds a Bachelor of Science Degree in Business Administration from the University of the Philippines. He is the Chairman and President of Bormaheco, Inc. from March 1975 to present, and the President of Flowcrete International Philippines, Inc. from September 1976 to January 1995. He also served as a director of DBS Bank Philippines from 1999 until 2001.

	SOCORRO Z. NIRO
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	Elected Director of the Company in October 2001 up to the present and is currently ECPI's President since 2002. Her other experiences,    which    cover   at   least   the   last   five years are shown hereinafter which are currently being held until the present:  She is also currently the Group Chief Finance Officer and Treasurer of Transnational Diversified Group, Inc., Transnational Diversified Corp. NYK Fil-Japan Shipping Corp., NYK Fil-Ship Management Inc., Dolphin Ship Management Inc., Asiana Phils.GSA, Inc., Transnational Aero Corp., Transcontainer Ltd. Phils., Yusen Air and Sea  Services  Phils, Inc., NCT  Transnational  Corp., Adventure International Tours Inc., Vision Air Flight Support, Inc.. Antonelli Realty Holdings Inc., and Transnational Securities, Inc.  She  is  also the I.T. Division President  of  TDG (2000 to present), and  President of  TDG  World Corporation, Global E-Business Solutions Inc., and Chairman & CEO of Transnational  E-Business  Solutions,  Inc. (2006 to present). Ms. Niro is a Magna cum laude graduate of the Philippine College of Commerce (BSC Accounting) a CPA, with further studies in National University of Singapore (Stanford-NUS Executive Program) and in Harvard Business School (OPM Key Executive Program).


	JONATHAN M. CERVANTES
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	Elected as Director of the Company on 30 October 2000 until the present.   He joined EasyCall in May 1996 as the Technical Support Officer until 2000. He was promoted as the Company's Vice President for the Call Center Business effective 01 July 2000 and held the position until 2005. He is the General Manager of Logicall Incorporated (March 2007 to present). He is also a Director of Bormaheco, Inc. from 1996 up to the present. He graduated from De la Salle University with degree in Bachelor of Science major in Computer Science.

	CLIFFORD W. BEEK
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	Elected as Director of the Company on 14 July 2008 up to the present. For over fifteen (15) Years, he worked with different Telecommunications Companies in various parts of the US and Asia, namely, Terrestar Asia, as CEO and President (March 2007 to April 2008). Other previous work experience and position include CoCo Communications,  as EVP Worldwide (October  2005 - March 2007); 360Networks,   as SVP  of Network Development  &  Sales (September 2002- September 2005); Teleglobe  International,  Inc.,  as Director of    Corporate    Development (February   1997 - September 2002); Cable & Wireless  PLC, as Sr. Marketing Manager (March 1995 - January 1997); Teletronics  International, Inc., as General Manager (August  1993 -   February 1995);  Metropolitan Millwork   Co., Inc., as President (September 1984 - August 1993). He graduated with a Bachelors Degree of Arts in Political Science Minor in Accounting from George Washington University in Washington D.C. in June 1978.  He took his Masters Degree in Business Administration   (MBA) from Wharton School University of Pennsylvania in May 1993.  

	RAFAEL M. GARCIA, III
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	Re-elected as Independent Director of ECPI during the last Organizational Meeting held on July 25, 2007.  He is Chairman, CEO and Founder of Mega Computer Corporation (March 1983 to present), Mega Date Computer (August 1984 to present), Omega Computer Corporation (August 1983 to present), Ramega Resources & Development Corporation (March 1994 to present), Home Data Corporation (June 1995 to present)  and First Bloom Orchids, Incorporated (February 1995 to present).  He is a graduate of the Washington State University with the degree of MS Computer Science, BS Mathematics, BA, Economics and BS Electronic Engineering.  He took his Management Development Program from The Asian Institute of Management. MS Strategic Business Economics from the University of Asia and Pacific and CEO/Top Management Program from WPO/Kellogg World Presidents Institute.  
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FELIPE P. ARAULLO


	Elected as Independent Director of ECPI during the  last Annual Stockholders’ Meeting held on July 2007.   His initial job experience was with Bislig Bay Lumber Co. in 1966 to 1967 as a work methods analyst. Thereafter, He worked with IBM for over 26 years, from 1968 to 1994 and assumed various job positions namely: programmer, systems engineer, instructor, advisory marketing representative and executive.  The years spent in IBM were centered mainly in marketing, technical support and sales, education and training.  On January 1982 to March 1985 he was sent on a foreign assignment to IBM Hong Kong as a staff instructor.  His second foreign assignment was on January 1991, he was a program manager to IBM International Sales Office based in Mt. Pleasant, NY. He graduated with a bachelor’s degree in Mechanical Engineering from De La Salle College in 1966.  Passed the government board exams for mechanical engineers.  He also holds a Masters Degree in Business Administration (MBA) from the University of the Philippines. He joined EEMC Asia, Inc. in May 1996 and was connected with the company until February 1999.  He is currently involved in part-time consulting in the areas of information technology (IT) and marketing training. 
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RENATO VICENTE R. MARTINEZ


	Elected as General Manager of the Company on 22 March 2006 up to the present. He graduated from De La Salle University with a degree of B.S. Computer Science major in Information Technology. He took his master in Business Management course from   Asian Institute of Management and graduated in 1998.  He is holding various positions in   Transnational Diversified Group such as Deputy President of ICT Division from 2005 to present He is also the President & General Manager of Transnational E-Business Solutions, Inc. from 2005 to present. He is tasked to assist the Division President in overseeing technology implementation of member companies. He was the Deputy President of Air and Travel Division from April 2003 to December 2005.  Mr. Martinez was IT Manager of Transnational Diversified Group, Inc., from 1998 to 2001.  He also worked with RFM Corporation as Senior Systems Analyst from 1994 to 1997. In 1990 to 1993 he was employed with Citibank N.A. and was in charge of Master Card Interchange Transaction processing.

	CARLO M. SEVERINO


	Appointed Treasurer last 28 June 2005 up to the present. He is a graduate of Ateneo de Manila University with a degree of BS Physics, major in Computer Engineering and took his master in Business Management course from   Asian Institute of Management, consistent Dean’s Lister and graduated with Distinction on May 1998. He joined TDG on January 2002 as Executive Vice President up to 2003.   He was the Senior Manager for Logistics of Emery Transnational Air Cargo Corporation from January 2000 to December 2001 and Vice President for TDG Corporate Center from June 1998 to December 1999. He currently holds the position of Deputy Chief Finance Officer of Transnational Diversified Group and concurrently as General Manager of ePerformax.


	MILLICENT  L. SIM-ASUNCION


	Was appointed as the Corporate Secretary and Compliance Officer last July 2007 upto the present.  She has been the Asst. Corporate Secretary July 2004 to July 2007. She graduated   with the degree of Juris Doctor from Ateneo de Manila in 1996 and took her Master in Management from the Asian Institute of Management in 2002. She is the corporate secretary of various member companies of Transnational Diversified Group since September 2002 up to the present and was the Manager for Contracts Administration Department of Clark Development Corporation from April 1999 to August 2001. She was an Associate Lawyer of Puno & Puno Law Offices from June 1997 to April 1999.


	JOSE ENRIQUE C. SANTIAGO


	Elected as Assistant Treasurer since July 25, 2007 upto the present.  He was the HR Head of Transnational Diversified Group, Inc. (2006-2007) and was concurrently appointed as the Deputy Chief Finance Officer of the Transnational Diversified Group in June 2007 upto the present and the Director for Finance of ePerformax to this date. He was also the Associate Director of AIM-Mirant Center for Bridging Societal Divides and Director Treasurer of Human Capital Asia, Inc. while simultaneously an adjunct Faculty at the Asian Institute of Management’s Center for Development Management and Executive Center for Lifelong Learning. He was a faculty member of the Ateneo Graduate School of Business. He was the Chief Finance Officer of G & S Manufacturing Corporation (1996-2002). He is a graduate of Phil. School of Business Administration with a degree in BS Business Administration. He took his Masters degree from Asian Institute of Management and graduated in 2003.


14.2
SIGNIFICANT EMPLOYEES

The Company has no individual employee who is not an executive officer but who is expected to make a significant contribution to the business.

14.3
Family Relationships

Mr. Jonathan M. Cervantes, who is a Director, is the son of Mr. Modesto N. Cervantes, the Company’s Vice Chairman.

14.4
Executive Compensation

None of the directors receive compensation for serving as directors of the Company, except reasonable per diems for attendance in Board meetings. The Company expects the same number of attendees during Special and Regular Board Meetings and Annual Stockholders Meetings, thus the amount of per diems to be incurred for 2008 will be the same as that of the previous year. 
Summary Compensation Table.

The aggregate compensation and bonuses paid to executive officers are as follows:
	Name / Principal Position
	Calendar Year
	Salary
	Bonus

	
	2007
	2006
	
	

	A)  Officers & Directors listed below (aggregate)
	228,750
	45,000
	None
	None

	Jose Roberto C. Delgado
	- Chairman of the Board**
	
	
	None
	None

	Modesto N. Cervantes
	- Vice Chairman of the Board*
	
	
	None
	None

	Socorro Z. Niro
	- President
	
	
	None
	None

	Jonathan M. Cervantes
	- Director/ VP for Sales &   Marketing*
	
	
	None
	None

	Ma. Romela Bengzon
	- Corporate Secretary (2006)
	
	
	None
	None

	Ronald L. Arambulo
	- Director
	
	
	None
	None

	Lizanne C. Uychaco
	- Director
	
	
	None
	None

	Carlo M. Severino
	- Corporate Treasurer
	
	
	None
	None

	Renato Vicente R. Martinez
	- General Manager 
	
	
	None
	None

	Atty. Roel Eric C. Garcia
	- Director
	
	
	None
	None

	Atty. Millicent S. Asuncion
	- Corporate Secretary (2007)
	
	
	None
	None

	Atty. Manolito S. Soller
	- Asst. Corporate Secretary (2006)
	
	
	None
	None

	B) All Officers and Directors as a Group unnamed
	
	
	None
	None


** 
The above compensation represents merely per diem payment for their attendance in meeting, not exceeding P 10,000 per meeting.
*** For the Year 2008 there will be no change in the compensation of any director or officer except for the payment of their Per Diem.
Compensation of Directors
Other than these per diem payments, there are no standard arrangements, pursuant to which the directors of the Company are compensated, or are to be compensated, directly or indirectly, by the Company for services rendered by such directors as of the date of this prospectus. 

Other Arrangements 

There are no other arrangements to which the directors of the Company are compensated, or is to be compensated, directly or indirectly, for any service provided as a director as of the date of this prospectus.
Employment Contracts and Termination of Employment and Change-in-Control  Arrangements
There are NO employment contracts between the Company and its executive officers . There is NO compensatory plan nor arrangement with respect to an executive officer, which results or will results from the resignation, retirement, or any other termination of such executive officer’s employment with the Company or from a change-in-control of the Company or change ina n executive officer’s responsibilities following change-in-control of the Company.
Warrants and Options Outstanding  

As of the date of this Prospectus, there are no outstanding warrants held by the Company’s President, named executives and all directors and officers as a group.
14.5
Security Ownership of Certain Beneficial Owners and Management

As of the date of this prospectus, the Company knows no one who beneficially owns more than five percent (5%) of the Company’s common shares, except as set forth in the table below:

	Title of Class
	Name and Address of Owner
	Nature of ownership
	Name of Natural Person who Exercises Voting Power
	Citizenship
	Amount & Nature of Beneficial Ownership
	% of Class

	Common
	Global e-Business Solutions, Inc.
	B
	Transnational Diversified Corporation
	Filipino
	82,875,954
	90.1511%

	
	Mary Bachrach Building, A. C. Delgado cor. 25th 
	
	Socorro Z. Niro
	
	
	

	
	
	
	
	
	
	

	Common
	Modesto N. Cervantes
	R
	
	Filipino
	2,681,628
	 2.917%

	
	c/o ECPI St. Port Area, Manila
	
	
	
	
	

	
	Mary Bachrach Building, A. C. Delgado cor. 25th St., Port Area Manila
	
	
	
	
	

	Common
	Palos Verde Land Corp.
	B
	Modesto N. Cervantes
	Filipino
	    5,047,500
	5.4905%

	
	No. 9 Libra St., Bel-air 3, Makati City
	
	
	
	
	

	TOTAL
	
	
	
	
	90,605,082
	98.5586%


A block sale of 7,760,204 shares of Matrix Telecoms Asia Limited and 7,872,686 shares of Mcmal Inc. in EasyCall Communications Philippines Inc. was made last September 19, 2006 at 10:32 am and 10:37 am at P3.50 per share in the Philippine Stock Exchange through Stock Broker APEX Philippines Equities Corporation. Matrix Telecommunications Asia Limited sold its 5,000,000 shares to Palos Verdes Land Corporation and 2,760,204 to Global E-Business Solutions Inc. While Mcmal Inc. sold its 7,872,686 shares to Global E-Business Solutions Inc. The said transactions were disclosed with the Philippine Stock Exchange (PSE) and Securities and Exchange Commission (SEC).  

14.6
Security Ownership of Management
	Title of Class
	Name of Beneficial Owner
	Citizenship
	Amount and Nature of Beneficial Owner
	%

of Class

	Common
	J. Roberto R. Delgado
	Filipino
	1
	     0.0000%

	
	Chairman of the Board/CEO
	
	(Indirect)
	

	Common
	Modesto N. Cervantes
	Filipino
	2,681,628
	2.9171%

	
	Vice-Chairman
	
	(Direct)
	

	Common
	Socorro Z. Niro
	Filipino
	1
	0.0000%

	
	President/COO
	
	(Indirect)
	

	Common
	Jonathan M. Cervantes
	Filipino
	2,750
	0.0003%

	
	Director
	
	(Direct)
	

	Common
	Clifford W. Beek
	American
	1
	0.0000%

	
	Director
	
	(Indirect)
	

	Common
	Rafael Garcia III
	Filipino
	1
	0.0000%

	Common
	Independent Director

Felipe P. Araullo

Independent Director
	Filipino
	(Indirect)

1

(Indirect)
	0.0000%

	TOTAL
	
	
	2,684,383
	2.9174%


Voting Trust Holders of 5% or more
As of the date of this prospectus, there were NO persons holding more than 5% of common shares under a voting trust or similar agreement. 

Changes in Control 

As of the date of this prospectus, there is NO Director/s of the Company who has informed ECPI in writing that he/she intends to oppose any action to be taken by the Company at the meeting.
14.7
Certain Relationships and Related Transactions

Mr. J. Roberto C. Delgado, Ms. Socorro Z. Niro and Mr. Clifford W. Beek are nominees of GEBSI, a domestic corporation, which owns 90.1511% of the outstanding capital stock, including deposit on subscription, of the Company. 
The Company’s related parties include its parent companies, stockholders, subsidiaries, affiliates of the Company’s key management and others as described below:

TDC is the parent and holding company that wholly owns GEBSI and TESI.

J. Roberto C. Delgado is the Chairman of the Board of the Company and is also the founder and Group Chairman of the Board of TDG.

Socorro Z. Niro is a President of the Company, and is also the Vice-Chairman of TESI and Group Treasurer and Chief Finance Officer of TDG.  

Millicent Sim-Asuncion is the Corporate Secretary of the Company and its subsidiaries, and is also Chief Legal Counsel and Corporate Secretary of TDG.

Carlo M. Severino is the Treasurer of the Company and General Manager of ePerformax  He is concurrently the Assistant Treasurer and Deputy Chief Finance Officer of TDG.

Jose Enrique C. Santiago is the Assistant Treasurer of the Company and Finance Director of ePerformax and is also concurrently the Assistant Treasurer and  Deputy Chief Finance Officer of TDG.
Renato Vicente R. Martinez is the General Manager of the Company and the President of TESI.  He is also the Deputy President for the ICT Division of TDG.
Felipe P. Araullo is an independent director of TDC.

During the year, no director of the Company has received or become entitled to receive any benefit by reason of a contract with the Company, a related corporation, a firm of which the director is a member or a company in which a director has a substantial financial interest

14.8
INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS

To the best of the Company’s knowledge there has been no occurrence during the past five years up to the latest date of any of the following events which are material to an evaluation of the ability or integrity of any director, person nominated to become a director, executive officer, or control person of the Company:

Any insolvency or bankruptcy petition filed by or against any business of which such person was a general partner or executive officer either at the time of the insolvency or within two years prior to that time;

Any conviction by final judgment in a criminal proceeding, domestic or foreign, or any pending criminal proceeding, domestic or foreign, excluding traffic violations and other minor offenses;

Any final and executory order, judgment, or decree or any court of competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring, suspending, or otherwise limiting involvement in any type of business, securities, commodities, or banking activities; and

Any final and executory judgment by a domestic or foreign court or competent jurisdiction (in a civil action), the SEC, or comparable foreign body, or a domestic or foreign exchange or electronic marketplace or self-regulatory organization, for violation of a securities or commodities law.

15/ PHILIPPINE STOCK MARKET
The information presented in this section has been extracted from publicly available documents which have not been prepared or independently verified by the Company or the Issue Manager or any of their respective affiliates or advisors in connection with sale of the Offer Shares.

15.1
BRIEF HISTORY

The Philippines initially had two stock exchanges, the Manila Stock Exchange, which was organized in 1927, and the Makati Stock Exchange, which began operations in 1963. Each exchange was self-regulating, governed by its respective Board of Governors elected annually by its members.

Several steps initiated by the Government have resulted in the unification of the two bourses into the PSE. The PSE was incorporated in 1992 by officers of both the Makati and the Manila Stock Exchanges. In March 1994, the licenses of the two exchanges were revoked. While the PSE maintains two trading floors, one in Makati City and the other in Pasig City, these floors are linked by an automated trading system which integrates all bid and ask quotations from the bourses.

In June 1998, the Philippine SEC granted the PSE a Self-Regulatory Organization (‘‘SRO’’) status, allowing it to impose rules as well as implement penalties on erring trading participants and listed companies. On August 8, 2001, PSE completed its demutualization, converting from a non-stock member-governed institution into a stock corporation in compliance with the requirements of the SRC. The PSE has an authorized capital stock of 36.8 million, of which 15.3 million is subscribed and fully paid-up. Each of the 184 member-brokers was granted 50,000 shares of the new PSE at a par value of P1.00 per share. In addition, a trading right evidenced by a ‘‘Trading Participant Certificate’’ was immediately conferred on each member broker allowing the use of the PSE’s trading facilities. As a result of the demutualization, the composition of the PSE Board of Governors was changed, requiring the inclusion of seven brokers and eight non-brokers, one of whom is the President. On December 15, 2003, the PSE listed its shares by way of introduction at its own bourse as part of a series of reforms aimed at strengthening the Philippine securities industry.

A listing committee comprised of representatives elected by the board of directors of the PSE deliberates on all applications for listing and, if the listing application is endorsed by the committee, forwards the application to the PSE board of directors for approval.

Classified into financial, industrial, holding firms, property, services, mining and oil sectors, companies are listed either on the Exchange’s First Board, Second Board or the newly created Small and Medium Enterprises Board. Each index represents the numerical average of the prices of component stocks. The PSE has an index, referred to as the PHISIX, which as at the date hereof reflects the price movements of 34 selected stocks listed on the PSE, based on traded prices of stocks from the various sectors. The PSE shifted from full market capitalization to free float market capitalization effective April 3, 2006 simultaneous with the migration to the free float index and the naming of the PHISIX to PSEI. The new PSEI includes 30 selected stocks listed on the PSE.

With the increasing calls for good corporate governance, PSE has adopted an online daily disclosure system to improve the transparency of listed companies and to protect the investing public.

The table below sets forth movements in the composite index from 1995 to the third quarter of 2007, and shows the number of listed companies, market capitalization, and value of shares traded for the same period:

15.2
SELECTED STOCK EXCHANGE DATA

	Year
	
	Composite Index at Closing
	
	Number of Listed Companies
	
	Aggregate Market Capitalization
	
	Combined Value of Turnover


	
	
	
	
	
	
	(in billions)
	
	(in billions)

	1995
	………………………
	2,594.2
	
	205
	
	1,545.7
	
	379.0

	1996
	………………………
	3,170.6
	
	216
	
	2,121.1
	
	668.9

	1997
	………………………
	1,869.2
	
	221
	
	1,261.3
	
	588.0

	1998
	………………………
	1,968.8
	
	221
	
	1,373.7
	
	408.7

	1999
	………………………
	2,142.9
	
	226
	
	1,938.6
	
	713.9

	2000
	………………………
	1,494.5
	
	230
	
	2,577.6
	
	357.6

	2001
	………………………
	1,168.1
	
	232
	
	2,142.6
	
	159.5

	2002
	………………………
	1,018.4
	
	234
	
	2,083.2
	
	159.7

	2003
	………………………
	1,442.4
	
	236
	
	2,973.8
	
	145.4

	2004
	………………………
	1,822.8
	
	236
	
	4,766.2
	
	206.6

	2005
	………………………
	2,096.0
	
	237
	
	5,948.4
	
	383.5

	2006
	………………………
	2,982.5
	
	240
	
	7,172.8
	
	572.6

	2007

[3rdQ]
	
	[3,572.9]
	
	
	
	[8,240.0]
	
	[1,008.2]


   Source: Philippine Stock Exchange, Inc.

The PSE’s value turnover reached an 80-year record high, hitting the P1-trillion mark as of September 2007,a 177% increase  from the P364 billion level for the same period in 2006, and 76% more than the P572.63 billion total for the year  2006. This unprecedented surge in value turnover reflects the growing enthusiasm of investors, including foreign groups, to enter the Philippine equities market, brought about by improvements in the Government’s fiscal position, as well as continuing reforms which have ensured a capital market-friendly legal and regulatory framework.

The total market capitalization for the first three quarters of 2007 is at P8.24 trillion, a 14.8% increase from the end of 2006. The main index, PSEi, closed at 3,573 points at the end of the first three quarters or 19.8% more than its 2,983 point closing level in 2006. 

15.3
TRADING

The PSE is a double auction market. Buyers and sellers are each represented by stock brokers. To trade, bid or ask prices are posted on the PSE’s electronic trading system. A buy (or sell) order that matches the lowest asked (or highest bid) price is automatically executed. Buy and sell orders received by one broker at the same price are crossed at the PSE at the indicated price. Transactions are generally invoiced through a confirmation slip sent to customers on the trade date (or the following trading date). Payment of purchases of listed securities must be made by the buyer on or before the third trading day (the settlement date) after the trade. For Small-Denominated Treasury Bonds, settlement is on the day the trade was made.

Trading on the PSE starts at 9: 30 am and ends at 12: 00 pm with a 10-minute extension during which transactions may be conducted, provided that they are executed at the last traded price and are only for the purpose of completing unfinished orders. Trading days are Monday to Friday, except legal and special holidays.

Minimum trading lots range from 10 to 5,000,000 shares depending on the price range and nature of the security traded. Odd-sized lots are traded by brokers on a board specifically designed for odd-lot trading.

To maintain stability in the stock market, daily price swings are monitored and regulated. Under current PSE regulations, when the price of a listed security moves up by 50% or down by 40% in one day – the trading band (based on the previous closing price or last posted bid price, whichever is higher), the price of that security is automatically frozen by the PSE, unless there is an official statement from the relevant company or a Government agency justifying such price fluctuation, in which case the affected security can still be traded but only at the frozen price. If the issuer fails to submit such explanation, a trading halt is imposed by the PSE on the listed security the following day. Resumption of trading shall be allowed only when the disclosure of the issuer is disseminated, subject again to the trading band.

15.4
CENTRAL DEPOSITORY

In 1995, the Philippine Depository & Trust Corporation (formerly the Philippine Central Depository, Inc.), was organized to establish a central depository in the Philippines and introduce scripless or book-entry trading in the Philippines. On December 16, 1996, the PDTC was granted a provisional license by the Philippine SEC to act as a central securities depository.

All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The depository service of the PDTC provides the infrastructure for lodgment (deposit) and upliftment (withdrawal) of securities, pledge of securities, securities lending and borrowing and corporate actions including shareholders’ meetings, dividend declarations and rights offerings. The PDTC also provides depository and settlement services for non-PSE trades of listed equity securities.  For transactions on the PSE, the security element of the trade will be settled through the book-entry system, while the cash element will be settled through the current settlement banks, Rizal Commercial Banking Corporation and BDO Unibank.

In order to benefit from the book-entry system, securities must be immobilized into the PDTC system through a process called lodgment. Lodgment is the process by which shareholders transfer legal title (but not beneficial title) over their shares of stock in favor of PCD Nominee Corporation (‘‘PCD Nominee’’), a corporation wholly owned by the PDTC whose sole purpose is to act as nominee and legal title holder of all shares of stock lodged into the PDTC. ‘‘Immobilization’’ is the process by which the warrant or share certificates of lodging holders are canceled by the transfer agent and a new warrant or stock certificate covering all the warrants or shares lodged (‘‘Jumbo Certificate’’) is issued in the name of PCD Nominee. This trust arrangement between the participants and PDTC through PCD Nominee is established by and explained in the PDTC Rules and Operating Procedures approved by the Philippine SEC. No consideration is paid for the transfer of legal title to PCD Nominee. Once lodged, transfers of beneficial title of the securities are accomplished via book-entry settlement.

Under the current PDTC system, only participants (e.g. brokers and custodians) will be recognized by the PDTC as the beneficial owners of the lodged equity securities. Thus, each beneficial owner of shares through his participant will be the beneficial owner to the extent of the number of shares held by such participant in the records of the PCD Nominee. All lodgments, trades and uplifts on these shares will have to be coursed through a participant. Ownership and transfers of beneficial interests in the shares will be reflected, with respect to the participant’s aggregate holdings, in the PDTC system, and with respect to each beneficial owner’s holdings, in the records of the participants. Beneficial owners are thus advised that in order to exercise their rights as beneficial owners of the lodged shares, they must rely on their participant-brokers and/or participant-custodians.

Any beneficial owner of shares who wishes to trade his interests in the shares must course the trade through a participant. The participant can execute PSE trades and non-PSE trades of lodged equity securities through the PDTC system. All matched transactions in the PSE trading system will be fed through the Securities Clearing Corporation of the Philippines (“SCCP”), and into the PDTC system. Once it is determined on the settlement date (trading date plus three trading days) that there are adequate securities in the securities settlement account of the participant-seller and adequate  cleared funds in the settlement bank account of the participant-buyer, the PSE trades are automatically settled in the  SCCP Central Clearing and Central Settlement (‘‘CCCS’’) system, in accordance with the SCCP and PDTC Rules and Operating Procedures. Once settled, the beneficial ownership of the securities is transferred from the participant-seller to the participant-buyer without the physical transfer of stock certificates covering the traded securities.

If a stockholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a procedure of upliftment under which PCD Nominee will transfer back to the stockholder the legal title to the shares lodged by surrendering the jumbo certificate of PCD Nominee to a transfer agent which then issues a new stock certificate in the name of the shareholder and a new jumbo certificate of PCD Nominee for the balance of the lodged shares. The expenses for upliftment are for the account of the uplifting shareholder.

The difference between the depositary and the registry would be on the recording of ownership of the shares in the issuing corporations’ books. In the depository set-up, shares are simply immobilized, wherein customers’ certificates are canceled and a new jumbo certificate is issued in the name of PCD Nominee Corp. Transfers among/between broker and/or custodian accounts, as the case may be, will only be made within the book-entry system of PDTC. However, as far as the issuing corporation is concerned, the underlying certificates are in the nominee’s name. In the registry set-up, settlement and recording of ownership of traded securities will already be directly made in the corresponding issuing company’s transfer agents’ books or system. Likewise, recording will already be at the beneficiary level (whether it be a client or a registered custodian holding securities for its clients), thereby removing from the broker its current ‘‘de facto’’ custodianship role.

15.5
ISSUANCE OF CERTIFICATED SHARES

After the listing of the shares on the PSE, any beneficial owner of the shares may apply to PDTC through his broker or custodian-participant for a withdrawal from the book-entry system and return to the conventional paper-based settlement. If a stockholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a procedure of upliftment under which PCD Nominee will transfer back to the stockholder the legal title to the shares lodged by surrendering the Jumbo Certificate of PCD Nominee to a transfer agent which then issues a new stock certificate in the name of the uplifting shareholder and a new Jumbo Certificate to PCD Nominee for the balance of the lodged shares. The expenses for upliftment are on the account of the uplifting shareholder.

Upon the issuance of certificated shares in the name of the person applying for upliftment, such shares shall be deemed to be withdrawn from the PDTC book-entry settlement system, and trading on such shares will follow the normal process for settlement of certificated securities. The expenses for upliftment of beneficial ownership in the shares to certificated securities will be charged to the person applying for upliftment. Pending completion of the upliftment process, the beneficial interest in the shares covered by the application for upliftment is frozen and no trading and book-entry settlement will be permitted until certificated shares shall have been issued by the relevant company’s transfer agent. 

15.6
SETTLEMENT

The SCCP is a wholly-owned subsidiary of the PSE, and was organized primarily as a clearance and settlement agency for SCCP-eligible trades executed through the facilities of the PSE.  It is responsible for (a) synchronizing the settlement of funds and the transfer of securities through Delivery versus Payment (“DVP”) clearing and settlement of transactions of Clearing Members, who are also Trading Participants of the Exchange; (b) guaranteeing the settlement of trades in the event of a Trading Participant’s default through the implementation of its Fails Management System and administration of the Clearing and Trade Guaranty Fund (“CTGF”), and; (c) performance of Risk Management and Monitoring to ensure final and irrevocable settlement.  

SCCP settles PSE trades on a 3-day rolling settlement environment, which means that settlement of trades takes place three (3) business days after transaction date (T+3).  The deadline for settlement of trades is 12:00 noon of T+3. Securities sold should be in scripless form and lodged under the Phil. Depository & Trust Corporation’s (PDTC’s)  book entry system. Each Trading Participant maintains a Cash Settlement Account with one of the two existing Settlement Banks of SCCP which are Banco de Oro – EPCI, Inc. and Rizal Commercial Banking Corporation. Payment for securities bought should be in good, cleared funds and should be final and irrevocable. Settlement is presently on a broker level. 

SCCP implemented its new clearing and settlement system called Central Clearing and Central Settlement ("CCCS”) last May 29, 2006. CCCS employs multilateral netting whereby the system automatically offsets “buy” and “sell” transactions on a per issue and a per flag basis to arrive at a net receipt or a net delivery security position for each Clearing Member. All cash debits and credits are also netted into a single net cash position for each Clearing Member. Novation of the original PSE trade contracts occurs, and SCCP stands between the original trading parties and becomes the Central Counterparty to each PSE-Eligible trade cleared through it.

16/ CORPORATE GOVERNANCE

On April 5, 2002, the SEC promulgated the Code of Corporate Governance (SEC Memorandum Circular No. 2, Series of 2002) consistent with and in pursuit of the State’s policy to promote corporate governance reforms aimed at raising investor confidence, developing the capital market, and helping achieved high, sustained growth for the corporate sector and the economy. This Code applies to all corporations whose securities are registered or listed, corporations which are grantees of permits/licenses and secondary franchise from the SEC. It also applies to public companies and branches or subsidiaries of foreign corporations operating in the Philippines whose securities are registered or listed. Each of these corporations is required to promulgate and adopt its corporate governance rules and principles.

The Code of Corporate Governance prescribes the detailed qualifications and disqualifications, duties, functions and responsibilities of the Board of Directors and each member thereof, the Chairman, the Chief Executive Officer, and the Corporate Secretary. It also mandates the creation of specific board committees in aid of good corporate governance, to wit, an Audit and Compliance Committee, a Nomination Committee and a Compensation Committee, and requires the Board to commit itself to the protection of the rights of stockholders.

The Company has generally complied with its Manual on Corporate Governance, except for matters which were disclosed in its Self-Rating Sheet submitted to the Securities and Exchange Commission last 21 January 2008 as follows:

1. 
Atty. Millicent L. Sim-Asuncion was elected as Corporate Secretary of the company during the Stockholders Meeting last 25 July 2007.  

2.
Due to absence of operations, the Board Committees, Nomination, Compensation and Audit Committees did not hold any meetings for the calendar year 2007; 

3.
The Company sponsored a seminar on Corporate Governance last May 10, 2007.  Six (6) out of seven (7) directors have attended the said seminar.   They are as follows: 


Board of Directors


Board Member Since Date Elected

•
Mr. Jose Roberto C. Delgado
•
October 2001

•
Mr. Modesto N. Cervantes
•
October 1996

•
Ms. Socorro Z. Niro

•
October 2001

•
Mr. Jonathan M. Cervantes
•
October 2000

•
Mr. Ronald L. Arambulo

•
June 2005

•
Mr. Felipe P. Araullo

•
July 2007

The seminar was conducted by Sycip Gorres Velayo and Co. (SGV & Co.) and it was held at the Lighthouse Theatre, TDG-NYK Harbor Center, Building I, Port Area, Manila.    

4.
During the Stockholders meeting of the company on July 25, 2007 the following were taken up and approved by the Board of Directors :

a.
Sale of 90% of the company’s investment and shareholding in ePerformax Contact Centers, Corp. to GEBSI for Php70M.  This corporate action is subject to dissenter’s right of appraisal.

b.
Exercise of pre-emptive right of ECPI in order to participate in the capital increase of ePerformax Contact Centers, Corp.

c.
Increase in subscribed and paid-up capital from Php91,929,975 to Php 103,429,975 to be effected by way of stock rights offer, whereby each shareholder shall be given the right to acquire 1 share for every 8 shares he currently holds.

d.
Offer of PCG Philippines, Inc. (PCGPH to be renamed ePerfomax International, Inc.) to swap the outstanding shares of ECPI in ePerformax Contact Centers, Corp. in exchange for equivalent shares in PCGPH.

In relation to the above, please be informed as well, that the ePerformax Shares will undergo a stock split, reducing its Par Value from P10.00 to P1.00 per share.   This effectively increases the number of shares held by ECPI by 10 times.  
17/ 
INDUSTRY OVERVIEW

17.1
COMPETITION

Internet/IDC

The Philippine INTERNET Industry is now showing signs of maturity.  Although the primary product is still INTERNET bandwidth, more ISP companies are providing packaged solutions which include managing an entire Corporate Data Center requirement.

Strong players in the industry remain to be the telecommunication companies such as PLDT/Smart, Globe and Bayantel.  Other players try to consolidate and maximize their relationship with the strong telecommunications company to provide more options to the market.

The major risks involved in the internet business remains to be pricing of the various products and services and the obsolescence of its equipment because of newer technologies introduced in the market.   

The Company would continue to maximize the utilization of its existing infrastructure by its affiliation with TDG (Transnational Diversified Group) to provide a consolidated INTERNET service to the organization and existing corporate clients

17.2
CUSTOMERS

The Company now caters to local corporate accounts for its ISP and Data Center requirements.  TDG has now become its largest corporate customer.

17.3
SUPPLIERS

The Company’s suppliers is now limited to telecommunications companies and network infrastructure providers. Its major suppliers of equipment in the past were Wesolv Open Computing for CISCO equipment and parts, Sun Microsystem for Sun systems, Genesys and TeamPoint for contact center applications and programs, and Shellsoft for Hewlett Packard computers.  There are no current contracts from these suppliers to supply new equipment.  For services, parts and maintenance, we rely upon DTSI for any new power, voice and data cabling job, DCDC for Liebert UPS parts and maintenance, and PLDT, Bayantel, Eastern Telecomms and Helius for telecommunications. 

Its major dependency is with the telecommunications companies.  If any of the telecommunication companies will disconnect their services, the internet business of the Company will be adversely affected.  Transactions with related parties are properly disclosed in the Schedule I and under Note 10 of the Notes to the Audited Consolidated Financial Statements as of December 31, 2004.  There are no major costs involved in complying with environmental laws since the Company is not involved in manufacturing concerns and it has stopped its paging operations.

18/ 
TAXATION

The following is a general description of certain Philippine tax aspects of the investment in the Company.  This discussion is based upon laws, regulations, rulings, income tax conventions (treaties), administrative practices and judicial decisions in effect at the date of this Prospectus.  Subsequent legislative, judicial or administrative changes or interpretations may be retroactive and could affect the tax consequences to the prospective investor.

The tax treatment of a prospective investor may vary depending on such investor’s particular situation and certain investors may be subject to special rules not discussed below.  This summary does not purport to address all tax aspects that may be important to an investor.

This general description does not purport to be a comprehensive description of the Philippine tax aspects of the investments in shares and no information is provided regarding the tax aspects of acquiring, owning, holding or disposing the shares under applicable tax laws of other applicable jurisdictions and the specific tax consequence in light of particular situations of acquiring, owning, holding and disposing the shares in such other jurisdictions.

EACH SHAREHOLDER SHOULD CONSULT WITH HIS OWN TAX ADVISER AS TO THE PARTICULAR TAX CONSEQUENCES TO SUCH HOLDER OF PURCHASING, OWNING AND DISPOSING OF THE OFFER SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF ANY STATE, LOCAL AND NATIONAL TAX LAWS.

18.1
CORPORATE INCOME TAX

A domestic corporation is subject to a tax of 32% (scheduled to be reduced to 30.0% beginning in 2009) of its taxable income from all sources within and outside the Philippines except, among others, a) gross interest income from currency bank deposits and yield from deposit substitutes, trust funds and similar arrangements as well as royalties from sources within the Philippines which are generally taxed at the lower final withholding tax rate of 20% of the gross amount of such income; and b) interest income from a depository bank under the expanded foreign currency deposit system which is subject to a final tax rate of 7.5% of such income.

A minimum corporate income tax of 2% of the gross income as of the end of the taxable year is imposed on a domestic corporation beginning on the fourth taxable year immediately following the year in which such corporation commenced its business operations, when the minimum corporate income tax is greater than the ordinary income tax for the taxable year.

Nevertheless, any excess of the minimum corporate income tax over the ordinary corporate income tax shall be carried forward and credited against the later for the three immediately succeeding taxable years.  Further, subject to certain conditions, the minimum corporate income tax may be suspended with respect to a corporation which suffers losses on account of a prolonged labor dispute, force majeure or legitimate business reasons.  

18.2
TAX ON DIVIDENDS

Cash and property dividends received from a domestic corporation by individual shareholders who are either citizens or residents of the Philippines are subject to income tax at the rate of 10%. Cash and property dividends received by non-resident alien individuals engaged in trade or business in the Philippines are subject to a 20% tax on the gross amount thereof, while cash and property dividends received by non-resident alien individuals not engaged in trade or business in the Philippines are subject to tax at 25% of the gross amount, subject, however, to the applicable preferential tax rates under tax treaties executed between the Philippines and the country of residence or domicile of such non-resident foreign individuals.  A non-resident alien who comes to the Philippines and stays in the country for an aggregate period of more than 180 days during any calendar year will be deemed a non-resident alien engaged in the Philippines.

Cash and property dividends received from a domestic corporation by another domestic corporation or by resident foreign corporations are not subject to tax while those received by non-resident foreign corporations (i.e. foreign corporations no engaged in trade or business in the Philippines) are subject to tax at the rate of 32% until end-2008 (30% from 2009 onwards).

The 32% rate for dividends paid to a non-resident foreign corporation may be reduced depending on the country of residence of such foreign corporation if it has an existing treaty with the Philippines.  A country with a tax treaty may have a reduced preferential tax rate depending on the provisions of the corresponding tax treaties.  The 32% may be reduced to 15.0% if (i) the country in which the non-resident foreign corporation is domiciled imposes no tax on foreign sourced dividends or (ii) allows a credit against the tax due from the non-resident foreign corporation, for taxes deemed to have been paid in the Philippines equivalent to 17%, which represents the difference between the regular income tax of 32% and the 15% tax on dividends.  Effective January 1, 2009, the credit against the tax due shall be 15%.

The following table lists some of the countries with which the Philippines has tax treaties and the tax rates currently applicable to non-resident holders who are residents of those countries:

	
	Dividends

(%)
	Stock transaction tax on sale or disposition effected through the PSE (%)
	Capital Gains tax due on disposition of Shares outside the PSE (%)

	Canada……………………………………….……..
	25(1)
	Exempt(8)
	Exempt(8)

	France……………………………………………….
	25(2)
	Exempt(8)
	Exempt(8)

	Germany…………………………………………….
	15(3)
	0.5
	5/10(9)

	Japan………………………………………………..
	25(4)
	Exempt(8)
	Exempt(8)

	Singapore…………………………………………...
	25(5)
	Exempt(8)
	Exempt(8)

	United Kingdom…………………………………….
	25(6)
	Exempt(10)
	Exempt(10)

	United States……………………………………….
	25(7)
	Exempt(8)
	Exempt(8)


	Notes:

	(1)
	15% if recipient company controls at least 10% of the voting power of the company paying the dividends.



	(2)
	15% if the recipient company holds directly at least 15% of the voting shares of the company paying the dividends.



	(3)
	10% if the recipient company owns directly at least 25% of the capital of the company paying the dividends.



	(4)
	10% if the recipient company holds directly at least 25% of either the voting shares of the company paying the dividends or of the total shares issued by that company during the period of 6 months immediately preceding the date of payment of the dividends.



	(5)
	15% if during the part of the paying company’s taxable year which precedes the date of payment of dividends and during the whole of its prior taxable year at least 15% of the outstanding shares of the voting stock of the paying company was owned by the recipient company.



	(6)
	15% if the recipient company is a company which controls directly or indirectly at least 10% of the voting power of the company paying the dividends.



	(7)
	20% if during the part of the paying corporation’s taxable year which precedes the date of payment of dividends and during the whole of its prior taxable year at least 10% of the outstanding shares of the voting stock of the paying corporation was owned by the recipient corporation.

	Notes (continued)



	(8)
	Capital gains are taxable only in the country where the seller is a resident, provided the shares are not those of a corporation, the assets of which consist principally of real property situated in the Philippines, In which case the sale is subject to Philippine taxes.



	(9)
	Under the RP-Germany Tax Treaty, capital gains from the alienation of shares of a Philippine corporation may be taxed in the Philippines irrespective of the nature of the assets of the Philippine corporation. Tax rates are 5% on the net capital gains realized during the taxable year not in excess of P =100,000 and 10% on the net capital gains realized during the taxable year in excess of P100,000.



	(10)
	Under the RP-UK Tax Treaty, capital gains on the sale of the stock of Philippine corporations are subject to tax only in the country where the seller is a resident, irrespective of the nature of the assets of the Philippine corporation.


Stock dividends distributed pro-rata to any holder of shares of stock are not subject to Philippine income tax.

Philippine tax authorities have prescribed certain procedures for availment of tax treaty relief.  Subject to the approval by Philippine Bureau of Internal Revenue, or BIR, of the Company’s application for tax treaty relief, the Company shall withhold taxes at a reduced rate on dividends to be paid to a non-resident holder, if such non-resident holder provides the Company with proof of residence and if applicable, individual or corporate status. Proof of residence for an individual consists of certification from his embassy, consulate, or other equivalent certifications issued by the proper government authority, or any other official document proving residence. If the regular tax rate is withheld by the Company instead of the reduced rates applicable under a treaty, the nonresident holder of the shares may file a claim for refund from the BIR.  However, because the refund process in the Philippines requires the filing of an administrative claim and the submission of supporting information, and may also involve the filing of a judicial appeal, it may be impractical to pursue such a refund.

18.3
SALE, EXCHANGE OR DISPOSITION OF SHARES

Capital Gains Tax, if sale was made outside the PSE
Net capital gains realized by a resident or non-resident other than a dealer in securities during each taxable year from the sale, exchange or disposition of shares of stock outside the facilities of the PSE, unless an applicable treaty exempts such gains from tax or provides for preferential rates, are subject to tax as follows: 5% on gains not exceeding P100,000.00 and 10% on gains over P100,000.00.  An application for tax treaty relief must be filed (and approved) by the Philippine tax authorities in order to obtain an exemption under a tax treaty.

Taxes on Transfer of Shares Listed and Traded at the Philippine Stock Exchange

A sale or other disposition of shares of stock through the facilities of the PSE by a resident or a non-resident holder, other than a dealer in securities, is subject to a stock transaction tax at the rate of 0.5% of the gross selling price or gross value in money of the shares of stock sold or otherwise disposed, unless an applicable treaty exempts such sale from said tax. This tax is required to be collected by and paid to the Philippine Government by the selling stockbroker on behalf of his client. The stock transaction tax is classified as a percentage tax in lieu of a capital gains tax. Under certain tax treaties, the exemptions from capital gains tax discussed herein may not be applicable to the stock transaction tax.

In addition, a VAT of 12% is imposed on the commission earned by the PSE-registered broker, and is generally passed on to the client.

18.4
DOCUMENTARY STAMP TAX

The original issue of shares of stock is subject to documentary stamp tax of P1.00 for each P200.00 par value or a fraction thereof, of the shares of stock issued. The transfer of shares of stock is subject to a documentary stamp tax of P0.75 for each P200.00 par value or a fractional part thereof of the share of stock transferred.

However, for a period of five years from March 20, 2004, the sale, barter or exchange of shares of stock listed and traded at the PSE shall be exempt from documentary stamp tax.

In addition, the borrowing and lending of securities executed under the Securities Borrowing and Lending Program of a registered exchange, or in accordance with regulations prescribed by the appropriate regulatory authority, are likewise exempt from documentary stamp tax. However, the securities borrowing and lending agreement should be duly covered by a master securities borrowing and lending agreement acceptable to the appropriate regulatory authority, and should be duly registered and approved by the BIR.

18.5
ESTATE AND GIFT TAXES

The transfer of shares of stock upon the death of an individual holder to his heirs by way of succession, whether such holder was a citizen of the Philippines or an alien, regardless of residence, is subject to Philippine taxes at progressive rates ranging from 5% to 20%, if the net estate is over P200,000. Individual and corporate holders, whether or not citizens or residents of the Philippines, who transfer shares of stock by way of gift or donation are liable to pay Philippine donors’ tax on such transfer of shares ranging from 2% to 15% of the net gifts during the year exceeding P100,000. The rate of tax with respect to net gifts made to a stranger (i.e., one who is not a brother, sister, spouse, ancestor, lineal descendant or relative by consanguinity within the fourth degree of relationship) is a flat rate of 30%.

Estate and donors’ taxes, however, shall not be collected in respect of intangible personal property, such as shares of stock: (a) if the decedent at the time of his death or the donor at the time of the donation was a citizen and resident of a foreign country which at the time of his death or donation did not impose a transfer tax of any character, in respect of intangible personal property of citizens of the Philippines not residing in that foreign country, or (b) if the laws of the foreign country of which the decedent or donor was a citizen and resident at the time of his death or donation allows a similar exemption from transfer or death taxes of every character or description in respect of intangible personal property owned by citizens of the Philippines not residing in that foreign country.

18.6
TAXATION OUTSIDE THE PHILIPPINES

Shares of stock in a domestic corporation are considered under Philippine law as situated in the Philippines and the gain derived from their sale is entirely from Philippine sources; hence such gain is subject to Philippine income tax and the transfer of such shares by gift (donation) or succession is subject to the donors’ or estate taxes stated above.

The tax treatment of a non-resident holder of shares of stock in jurisdictions outside the Philippines may vary depending on the tax laws applicable to such holder by reason of domicile or business activities and such holder’s particular situation. This Prospectus does not discuss the tax considerations on non-resident holders of shares of stock under laws other than those of the Philippines.
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MANAGEMENT DISCUSSION OF FINANCIAL RESULTS

19.1
SUMMARY OF FINANCIAL RESULTS FOR 2005 AND 2006

For the year ended December 31, 2006, the Company achieved a consolidated net income of P40.78 million, a 101% increase from P20.30 million in 2005.  Without the one-time other income from the write off of parent Company liabilities and gain from discontinued operations, consolidated net income growth in 2006 would have been much higher at approximately 600% on a recurring income basis. 

The stellar growth in 2006 consolidated net income was mainly driven by the near-fourfold increase in equity in net  earnings of the Company’s 25%-owned call center associate, ePerformax, and to a lesser extent by the cost rationalization measures which turned around to profitable operations the Company’s 100%-owned internet services subsidiary EESI and trimmed down parent Company net losses to near-breakeven levels on a recurring income basis.

Of the Company’s P40.78 million consolidated net income in 2006, 2% or P0.98 million (net of parent Company net loss of P0.60 million) basically came from the internet business of while the bulk and balance of 98% or P39.79 million came from the Company’s equity share in net earnings of ePerformax and its subsidiary eP US which was wholly acquired by ePerformax in 2006.  The remarkable increase in equity earnings to P39.79 million in 2006 from only P10.80 million the year before, was primarily brought about by the growth in ePerformax’s Philippine operations with the expansion in client base and production capacity. (eP US, a company organized in the United States of America contributed only 4% to the consolidated net income of ePerformax in 2006) Going forward, continuing business growth from ePerformax is expected given other expansion plans in the pipeline. 

Cost rationalization measures which turned around the operating results for both the parent Company and EESI included among others, considerable manpower reduction alongside a new Management Agreement (MA) between the EESI and TESI.  The MA transfers the management and administrative functions of the EESI to TESI for a period of 5 years starting November 2005, thereby yielding savings in cost of services and overhead expenses.  

As a result of the cost rationalization, and on the back of a 10% growth in service revenues to P17.24 million, EESI’s bottom line performance turned positive in 2006 with P1.58 million in net income, a sizeable improvement from the net loss of P1.07 million the previous year. The parent Company likewise benefited from the cost rationalization, with its net loss contained to only P0.60 million in 2006, a substantial reduction from prior year’s net loss of P18.41 million when computed on a recurring income basis to exclude the one-time other income of P28.98 million in 2005.  Savings in interest expense arising from the conversion of advances into equity by end-2005 also helped cut parent Company losses in 2006.

In 2005, the stockholders of the Company gave its Board of Directors the authority to approve the form of integration its subsidiary EESI will enter into with TESI.  In July 2006, however, the stockholders approved the indefinite suspension of the planned merger.

The Company will continue to closely monitor its consolidated revenues, expenses and cash balances. It will ensure that all cost reduction measures will be carried out and maintained at desirable levels. To track the financial performance of its operating units (i.e., EESI and ePerformax), the Company uses the following key financial ratios:


[image: image1]
Current Ratio is computed by dividing current assets by the current liabilities while Debt to Equity Ratio is computed by dividing total liabilities by the total stockholders’ equity.  Gross Margin is service revenues less cost of services (i.e., cost of leaseline subscriptions for EESI, and cost of services for ePerformax).   Gross Profit Rate is computed by dividing the gross margin amount computed above by the service revenues.  Percentage of Operating Expense to Revenues is computed by dividing the total general and administrative expenses by the service revenues.

REVENUES

The company’s consolidated service revenues increased by 10% from P15.71 million in 2005 to P17.24 million in 2006, primarily due to EESI’s additional leased lines and new services such as PABX leasing.  Total revenues for the year were represented solely by sales from EESI’s internet services.

COSTS AND EXPENSES
Cost of services decreased by 6% from P8.92 million in 2005 to P8.35 million in 2006, while general and administrative expenses were lower by 64%, decreasing from P23.5 million in 2005 to P8.35 million in 2006.  Cost and expense reductions were due mainly to cost rationalization measures such as reduction in manpower, and rent.

A comparative trend analysis of audited consolidated cost and expenses by major cost elements for the last two years is shown below:

	    
	
	
	
	
	

	
	Dec. 2006
	Dec. 2005
	Dec. 2004
	% Change     vs.   Prev. Yr.

	(in million pesos)
	One Year
	One Year
	One Year
	 This Year
	    Last Year

	  Cost of Services
	
	
	
	
	

	  Cost of leaseline subscriptions
	8.4
	8.9
	3.6
	-6.3%
	-146.8%

	  Depreciation and amortization
	–
	–
	12.6
	–
	100.0%

	  Personnel 
	–
	–
	11.1
	–
	100.0%

	  Charges from affiliates
	–
	–
	7.6
	–
	100.0%

	  Communications
	–
	–
	6.8
	–
	100.0%

	  Rental
	–
	–
	2.6
	–
	100.0%

	  Repairs and maintenance
	–
	–
	0.4
	–
	100.0%

	  Others
	–
	–
	0.8
	–
	100.0%

	Attributable to discontinued 
operations
	–
	–
	-19.1
	–
	100.0%

	  Sub-total
	8.4
	8.9
	26.4
	-6.3%
	66.3%

	General and Administrative
	
	
	
	
	

	  Personnel
	2.4
	7.1
	7.1
	-65.6%
	-0.8%

	  Depreciation and amortization
	0.2
	5.8
	3.8
	-96.9%
	53.6%

	  Provision for probable losses
	–
	4.2
	8.2
	-100.00%
	-49.5%

	  Rental
	0.1
	1.4
	2.3
	-92.9%
	-38.4%

	  Travel 

  Communications 
	0.2

0.4
	1.0

0.4
	0.4

1.9
	-83.1%

3.1%
	-173.7%

-77.1%

	  Taxes and licenses
	0.2
	0.5
	1.5
	-56.8%
	-68.4%

	  Professional fees 
	0.3
	0.6
	1.2
	-57.2%
	-50.00%

	  Management and consultancy 
fees
	3.0
	 0.6
	–
	448.3%
	–

	  Repairs and maintenance
	0.1
	0.1
	0.5
	-47.1%
	-75.1%

	  Utilities
	0.0
	0.3
	0.4
	-85.7%
	-8.9%

	  Miscellaneous-net
	1.3
	1.5
	1.0
	-10.1%
	-40.7%

	  Attributable to discontinued 
operations
	–
	–
	–20.1
	0.00%
	-100.00%

	  Sub-total
	8.3
	23.5
	8.1
	-64.8%
	188.1%

	     TOTAL
	16.6
	32.4
	34.6
	-48.7%
	-6.4%


DEPRECIATION AND AMORTIZATION

Depreciation amounted to only P0.18 million in 2006 compared to P5.82 million in 2005. The reduction in depreciation resulted from the write-off of call center facilities and disposal of equipment.

INTEREST EXPENSE 
Advances from the Company’s majority stockholder, GEBSI were converted to equity at end-2005.  This resulted to zero interest expense in 2006.

EQUITY IN NET EARNINGS OF AN ASSOCIATE

The company’s equity in net earnings of an associate reached 39.79 million in 2006, this is 3.7 times higher than P10.80 million recognized in 2005.  Its accumulated share in earnings of this associate increased from P4.78 million as of December 31, 2005 to P44.57 million as of end-2006.    

The equity in net earnings of P39.79 million represents the 25% share of the company in the consolidated net income of its associate, ePerformax. In 2006, ePerformax acquired a 100% stake in eP US, a company organized in the United States of America. On ePerformax’s consolidated net income of P159.17 million in 2006, 96% came from ePerformax alone while the 4% balance came from eP US.
OTHER INCOME 

Other income in 2005 amounted to P21.93 million, contributed largely by write-off of liabilities. As there were no such transactions in 2006, other income largely coming from interest income reached only P0.46 million in 2006.

GAIN FROM DISCONTINUED OPERATIONS

The gain from discontinued operations amounting to P7.05 million in 2005 pertains to the gain on sale of a portion of land and condominium units in 2005. There were no similar transactions in 2006.

CASH 

There was a net decrease of 33% in cash during the year from P1.48 million in 2005 to only P0.98 million in 2006, as cash generated from investing and financing activities were insufficient to cover net cash used in operations.

RECEIVABLES

There was a substantial increase in receivables from P2.07 million in 2005 to P5.00 million in 2006, due to long outstanding balances of certain accounts which are expected to be collected in 2007.

INVESTMENTS

The balance of investments increased to P70.00 million as of December 31, 2006, from P29.78 million as of December 31, 2005.  This represents a P40.22 million increase coming from the Company’s equity take-up from the net earnings and share in cumulative translation adjustment of its associate, ePerformax. 

PROPERTY AND EQUIPMENT

Net book value of property, plant and equipment decreased from P0.44 million as of December 31, 2005 to P0.30 million as of December 31, 2006.  The reduction was primarily due to the net effect of small acquisition of equipment and depreciation incurred during the year.
ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses slightly decreased by 3% or P17.91 million by the end of 2006, due to settlement of payables and accruals related to various obligations to telecommunications companies.

DEPOSITS FOR FUTURE STOCK SUBSCRIPTION

 The interest-bearing advances extended by GeBSI to the Company were utilized for working capital requirements.  The advances as of end-2005 were converted into equity by end of the same year.

Financial Statements

The audited consolidated financial statements of the Company and subsidiary included in the Company’s report to Stockholders are incorporated herein for reference. Also, the schedules listed in the accompanying Index to Supplementary Schedules are filed as part of this Form 17-A.

19.2
SUMMARY OF FINANCIAL RESULTS FOR 2006 AND 2007
During 2007, the company sustained a consolidated net loss of P 8.37 million, compared with the consolidated net income of P40.78 million during 2006. This consolidated loss was primarily contributed by the sale of the Company’s 90% holdings in ePerformax (ePerformax) which resulted to a loss of P26.54 million under the Equity method of accounting and the recording of National Communications Commission (NTC) billings for Supervision and Regulation Fees amounting to P14.04 million and settlement of other liabilities which were previously not taken up by the company. On the other hand, EESI has contributed a net income after tax of P 1.09 million.

The financial performance of its operating companies (i.e., EESI and ePerformax), are being measured using the following key financial ratios:


[image: image2]
Current Ratio is computed by dividing current assets by the current liabilities while Profit Ratio is computed by dividing net income after tax over total service revenues, for both EESI and ePerformax.  Gross Margin is service revenues less cost of services (i.e., cost of leaseline subscriptions for EESI, and cost of services for ePerformax).   Gross Profit Rate is computed by dividing the gross margin amount computed above by the service revenues.  Percentage of Operating Expense to Revenues is computed by dividing the total general and administrative expenses by the service revenues.  

REVENUES

The Company’s consolidated service revenues declined by 16% from P17.24 million in 2006 to only P14.46 million during 2007, mainly due to loss of some leasedline and DSL accounts, supplemented by the continuous drop of the dial up business.  Total revenues for the year came solely from sale of EESI’s internet services.

COSTS AND EXPENSES

Direct cost of services dropped by 13% from P8.35 million in 2006 to P7.28 million in 2007, the decline is in close proximity to the 16% decline in service revenue. Total expenses of P56.55 million during 2007 reflected a 577% increase from the P8.35 million recorded last 2006. Major contributors to this expenses for the year are the loss incurred on the sale of the 90% investment amounting to P26.54 million, lawsuits and NTC  settlements amounting to P17.42 million and taxes and licenses in the amount of P5.08 million (Mainly the capital gains tax paid for gain realized from the sale of its 90% holdings in Eperformax, computed under the cost method of accounting).

A comparative trend analysis of audited consolidated cost and expenses by major cost elements for the last three years is shown below:

	
	Dec. 2007
	Dec. 2006
	Dec. 2005
	% Change vs. Prev. Yr.

	(in million pesos)
	One Year
	One Year
	One Year
	This Year
	Last Year

	Cost of Services
	
	
	
	
	

	  Cost of leaseline subscriptions
	7.3
	8.4
	8.9
	-12.8%
	-18.1%

	  Depreciation and amortization
	–
	–
	–
	–
	

	  Personnel 
	–
	–
	–
	–
	

	  Charges from affiliates
	–
	–
	–
	–
	

	  Communications
	–
	–
	–
	–
	

	  Rental
	–
	–
	–
	–
	

	  Repairs and maintenance
	–
	–
	–
	–
	

	  Others
	–
	–
	–
	–
	

	  Attributable to discontinued 
operations
	–
	–
	–
	–
	

	  Sub-total
	7.3
	8.4
	8.9
	-12.8%
	-18.1%

	General and Administrative
	
	
	
	
	

	  Personnel
	2.41
	2.4
	7.1
	-1.2%
	-66.1%

	  Depreciation and amortization
	0.18
	0.2
	5.8
	2.3%
	-96.8%%

	  Provision for probable losses
	–
	–
	4.2
	0.0%
	-100.0%

	  Rental
	0.13
	0.1
	1.4
	33.5%
	-90.5%

	  Travel 

  Communications                   
	0.21

0.50          
	0.2

0.4
	1.0

0.4
	24.211.8%
	-78.8%

24.6%

	  Taxes and licenses
	5.08
	0.2
	0.5
	2362.1%
	915.6%

	  Professional fees 
	0.29
	0.3
	0.6
	14.2
	-50.9%

	  Management and consultancy 
fees
	2.89
	3.0 


	0.6           

           
	-4.8%

	382.0%


	  Repairs and maintenance
	0.86
	0.1
	0.1
	1353.1%
	764.5%

	  Utilities
	0.02
	0.0
	0.3
	-63.1%
	94.0%

	  Miscellaneous-net
	–
	1.4
	1.5
	-100.0%
	-100.0%

	
	
	
	
	
	

	Loss on sale of Investment
	26.54
	–
	–
	0.0%
	100.0%

	Lawsuit Settlements
	17.42
	–
	–
	0.0%
	100.0%

	  Sub-total
	56.55
	8.3
	23.5
	577.3%
	140.6%

	     TOTAL
	63.84
	16.7
	32.4
	282.2-%
	-48.4%


DEPRECIATION AND AMORTIZATION

Depreciation amounted to P0.185 million in both 2007 and 2006.

OTHER INCOME 

There was a P1.15 million other income recorded in the consolidated books during 2007, this represents a 150% increase from the P0.46 million recorded in 2006. This came principally from write-off of some payables.

CASH 

Cash balance ended at P43 million as of December 31, 2007, this is 43 times higher than the P1 million balance recorded by the end of 2006. This came principally from the proceeds of the sale of 90% investment in ePerformax to Global E-Business Solutions, Inc., less capital gains and documentary stamp taxes, and settlements of major obligations.

RECEIVABLES

There was almost no movement in the receivable balances of P5.0 million in 2006 to P5.1 million as of the end of 2007. The minimal increase of 1.5% is a result of increase in total billings during 2007.

INVESTMENTS

From the balance of P 70.00 million by the end of 2006, the investment balance stood at only P 23.73 million at the end of 2007. This decline of 66% is the result of the Company’s sale of its 90% investment in ePerformax to Global E-Business Solutions, Inc. 

PROPERTY AND EQUIPMENT

Net book value of property, plant and equipment decreased from P0.30 million as of December 31, 2006 to P0.11 million as of December 31, 2007.  The reduction was primarily due to depreciation incurred during the year.
ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses increased by P2.6 million from P34.6 million by end of 2006 to P37.2 million as of December 2007, which is a result of the take up of National Telecommunications Commission (NTC) Supervision and Regulation Fees obligation. 

Financial Statements

The audited consolidated financial statements of the Company and subsidiary included in the Company’s report to Stockholders are incorporated herein for reference. Also, the schedules listed in the accompanying Index to Supplementary Schedules are filed as part of this Form 17-A.

19.3
SUMMARY OF FINANCIAL RESULTS FOR THE QUARTER ENDING JUNE 30, 2008 
For the second quarter ended June 30, 2008, ECPI posted a consolidated net income of P0.59 million, compared to P3.14 million loss of same period last year. This improvement in financial performance  was mainly due to  the booking of the Company’s 3.8% share in equity in net earnings of ePerformax and a 53% decrease in General and Administrative expenses. Of the Company’s P0.59 million consolidated net income, equity in net earnings amounted to P1.38million or 19% higher compared to the last first quarter of this year.

For the second quarter actual performance of EESI, its  Internet service revenues for the second quarter  dropped by 15.39% to P 3.25 million in the  this year ago level  P 3.85 million. The Internet segment’s bottom line performance plunged 86% with P0.60 million in net income compared to P.42 million of last year. General and administrative (G&A) expenses decreased by 12.12% from P1.65 million during 2nd quarter of 2007 to P1.45 million in the second quarter of 2008. This decline can be mainly attributed to the drop in the management and consultancy fees by 68.83% from P0.77 million during the second quarter of 2007 to only P 0.24 million from the same quarter of 2008.

 The financial accomplishments of its operating companies (i.e. EESI and ePerformax) are being assessed using the subsequent key financial ratios.

	
	EasyCall eServices,Inc.
	ePerformax International, Inc.

	
	Quarter ended 30 June 2008
	One year ended 31 Dec 2007
	Quarter ended 30 June 2008
	One year ended 31 Dec 2007

	Current Ratio
	1.01
	1.01
	1.38
	1.42

	Gross Margin- Amt in Php000
	1,509
	7,175
	313,261
	291,290

	Gross Profit Rate
	46.37%
	49.62%
	37.56%
	18.30%

	Percentage of Operating Expenses to Sales
	44.58%
	46.47%
	33.51%
	11.46%

	Profit Ratio
	2.00%
	7.56%
	6.98%
	9.83%


Current Ratio is calculated by dividing current assets by the current liabilities.  Gross Margin is service revenues less cost of services (i.e., cost of leased line subscriptions for EESI; cost of services for e-Performax).   Gross Profit Rate is arrived by dividing the gross margin amount computed above by the service revenues.  Percentage of Operating Expense to Revenues is computed by dividing the total general and administrative expenses by the service revenues.  Profit ratio is the outcome of dividing the net income over total sales.

REVENUES
During the second quarter of 2008, the Company’s consolidated service revenues dropped to P3.25 million from P3.85 million during the same quarter in 2007. This 15.38% decrease can be primarily caused by the abating US dollar for which leased lines revenues are based. The fall of the dial up business this year has also contributed to the overall decline in service revenues. These revenues exclusively came from EESI.

COST AND EXPENSES

Direct cost of services (i.e., cost of leased line subscriptions) for the second quarter of 2008 stood at P1.75 million which is 1.9% lower than  P1.78 million incurred during the same quarter last year.  This is a rational effect of the decrease in service revenues. General and administrative expenses declined by 53% from P5.38 million last year down to P2.5 million this year.

EQUITY IN NET EARNINGS OF AN ASSOCIATE

The Company achieved equity in net earnings of ePerformax of P1.38 million, which corresponds to the Company’s holdings to ePerformax of 3.8%.

OTHER INCOME 

There was a P0.24 million other income recorded in the consolidated books during the second quarter of 2008; this represents a 37.9% increase from only P0.17 million realized during the same period last year. This came principally from interest earned from short-term investments.

CASH 

Cash declined by 68.1% from P42.98 million as of December 31, 2007 to P13.73 million as of the end of second quarter this year. This fall can be directly attributed to settlements of obligations that took place during the year.

RECEIVABLES

Receivables declined by 20% from P 5.08 million during 2007  to P4.01 million during second quarter of 2008. This is due to collections from customers that happened during the year.

PREPAID EXPENSE AND OTHER ASSETS

Prepaid expense increased from P 0.81 million as of December 31, 2007 to P 1.44 million during second quarter of 2008 or an increase of 77.1%. This is due to increase in prepayments of subscription dues, annual maintenance and an increase in input VAT.

INVESTMENTS

The balance of investments increased by 4.8% from   P23.73 million as of December 31, 2007 to P24.87 million as of June 30, 2008.  The increase of P1.14 million is the net effect of the Company’s recognition of equity in net earnings in ePerformax amounting to P 1.38 million and a loss on Cumulative Translation Adjustment  P0.68 million.  

PROPERTY AND EQUIPMENT

The net book value of property, plant and equipment increased by 222% from P0.11 million as of December 31, 2007 to P0.36 million as of June 30, 2008.  This increase is the result of some acquisitions of additional property and equipment that took place during the year.

CURRENT LIABILITIES 

Total current liabilities decreased by P 29.03 million or 78% to P8.18 million as of June 30, 2008, primarily on relation of the subsequent movements:

a. Accounts payable and accrued expenses – This account declined by 61.8% or P9.60 million from P 15.54 million as of December 31, 2007 to P5.94 million as of June 30, 2008. The trim down came mainly from the net effect of settlement of some obligations 

b. Payable to related parties – This account decreased by P19.43 million or 89.7% from P21.67 million as of December 31, 2007 to P2.24 million as of June 30, 2008. The decrease is the effect of settlement of related party obligations that happened during the quarter.
SHARE IN CUMULATIVE TRANSLATION ADJUSTMENT

This stands for the Company’s 3.8% share in cumulative translation adjustments of its associate, ePerformax International. The drop of 46.88% from the balance P2.24 million as of December 31, 2007 to P1.19 million by the end of June 2008 can be attributed to the fall of cumulative translation adjustments in the book of its associate, ePerformax International.

Discussions and Analysis of material event/s and uncertainties known to management that would have address the past and would have an impact on future operations of the following:

a. There are NO known trends, demands, commitments, event or uncertainties that will have an impact on the issuer’s future liquidity.

b. There are NO known event/s that will trigger direct or contingent financial obligation that is material to the Company, including any default or acceleration of an obligation.

c. There are NO material off-balance sheet transactions, arrangements, obligations and other relationships of the Company with unconsolidated entities or other persons created during the reporting period.

d. There are NO material commitments for capital expenditures that occurred during the reporting period.

e. There are NO known trends, events or uncertainties that are expected to have material impact on net sales/revenues/income from continuing operations that occurred during the reporting period.

f. There are NO significant elements of income or loss that did not arise from the Company’s continuing operations that occurred during the reporting period.

g. There are NO seasonal aspects that had a material effect on the financial condition or results of operation.

19.4 Causes for Any Material Changes from Period to Period of FS which include vertical and horizontal analyses of any material item (5%)
Discuss all accounts with material changes from period to period with 5% as a threshold)

[image: image3.emf]EasyCall Communications Phils., Inc. And Subsidiary

Consolidated Statements of Income (in million pesos)

For the Years Ended December 31, 2007 and 2006

Horizontal  

Analysis

(% Change vs. 

Prior Year) (With 5% as a threshold)

2007 2006 2007 2006 2007

SERVICE INCOME 14.46        17.24        100% 100% -16%

→Due to loss of some leasedline 

and DSL accounts and the continous 

drop of dial up business

COSTS OF SERVICES (a) 7.28          8.35          50% 48% -13%

→Decrease in revenue is higher 

than the decrease in direct cost due 

to the lost of revenue accounts with 

no corresponding costs (Riscuity-SS)

GROSS INCOME (LOSS) 7.17          8.88          50% 52% -19%

→Mainly due to the decrease in 

revenues

GENERAL & 

ADMINISTRATIVE (b)

(56.56)       (8.35)         -391% -48% 577%

→These expenses incurred during 

2007 represent the loss incurred on 

the sale of investment (computed 

using the equity method of 

accounting) NTC supervision and 

regulation fees (SRF) and taxes and 

licenses (Capital gains tax paid for 

the gain on sale of in of investment 

computed using the cost method of 

accounting) and otehr recurring 

expenses of both the parent and the 

subsidiary

EQUITY IN NET EARNINGS 

OF AN ASSOCIATE

40.01        39.79        277% 231% 1%

OTHER INCOME 1.15          0.46          8% 3% 150%

→ The reduction was due to mainly 

to decline in manpower related 

costs, communication expenses, 

rent and utilities expenses.

INCOME (LOSS) FROM 

CONTINUING OPERATIONS

(8.21)         40.78        -57% 237% -120%

→ This is due to major expenses 

during the year such as the loss 

incurred on the sale of investment 

(computed using the equity method 

of accounting) NTC supervision and 

regulation fees (SRF) and taxes and 

licenses (Capital gains tax paid for 

the gain on sale of investment 

computed using the cost method of 

accounting)

INCOME (LOSS) BEFORE 

INCOME TAX

(8.21)         40.78        -57% 237% -120%

→ The 2006 income declined itself 

by 120%, resulting  to the 2007 

consolidated net loss before tax of 

Php 8.21M

PROVISION FOR INCOME 

TAX

(0.16)         (0.01)         -1% 0% 1650%

→ During 2006, only the parent 

company has  income tax expense 

base on MCIT, but during 2007, the 

subsidiary company has been 

subjected to MCIT (2% of gross 

income)

NET INCOME (LOSS) (8.37)         40.78        -58% 237% -121%

→ Over all decline in the 

consolidated income is the sale of 

the 90% investment

Vertical Analysis

Causes of Material Changes

(%to Service Income)



[image: image4.emf]EasyCall Communications Phils., Inc. And Subsidiary

Consolidated Balance Sheets (in million pesos)

As of December 31, 2007 and 2006

Horizontal 

Analysis

(% Change) Causes of Material Changes

2007 2006 2007 2006 2007

ASSETS

Current Assets

Cash 43.0          1.0            57% 1% 4269.2%

→ The significant increase in 

cash came mainly from the sale 

of investment in ePerformax with 

a selling price of Php 70M, 

reduced by capital gains tax & 

documentary stamps tax and 

settlements of some major 

obligations

Receivables- net 5.1            5.0            7% 6% 1.5%

Prepaid Expenses and other current 

assets

0.8            0.7            1% 1% 16.6%

→ Recognition of unused or 

unapplied creditable withholding 

tax, and prepayment to APNIC 

subscription

48.9          6.7            65% 8% 631.2%

Noncurrent assets classified as held for 

sale

2.1            2.1            3% 3% 0.0%

Total Current Assets 51.0          8.8            68% 11% 481.3%

Noncurrent Asstes

Investments 23.73        70.0          32% 89% -66.10%

→ The major decline in the 

investment is due to the sale of 

90% investment in ePerformax to 

GEBSI

Property and Equipment- net 0.11          0.30          0% 0% -62.3%

→ Basically, depreciation for the 

year

Total Noncurrent Assets 23.8          70.3          32% 89% -66.1%

TOTAL ASSETS 74.8          79.1          100% 100% -5.4%

LIABILITIES AND STOCKHOLDERS' EQUITY

    (CAPITAL DEFICIENCY)

 

Current Liabilities

Accounts Payable and accrued expenses

15.54        17.9          21% 23% -13.2%

→ Settlement of large 

obligations to telco suppliers 

and to other creditors

Payable to related parties 21.67        16.74        29% 21% 29.4%

→ Came principally from GEBSI's 

advances to the parent company 

to support the latter's major 

settlement of obligations, added 

by payable to TESI for 

management fees 

Total Current Liabilities 37.21        34.65        50% 44% 7.4%

Noncurrent Liability

Vertical 

Analysis

(% to Total 

Assets)


20/
INDEPENDENT PUBLIC ACCOUNTANTS

The audited financial statements of ECPI for the calendar year ending 31 December 2007 including the notes thereto, which are included in this Prospectus, have been audited and reviewed by the Issuer's external auditors, Sycip, Gorres, Velayo & Co. Said external auditors have no shareholdings in the Company, or any right, whether legally enforceable or not, to nominate persons or to subscribe to the securities of the Company, in accordance with the professional standards on independence set by the Board of Accountancy and the Professional Regulation Commission.

20.1
EXTERNAL AUDIT FEES AND SERVICES
The following table sets out the aggregate fees billed for each of the last three fiscal years for professional services rendered by the Company’s external auditors.

	SERVICE
	2007
	2006
	2005

	(a) Audit and Audit Related Fees
	
	
	

	1. Audit of the registrant’s Annual Financial Statements or services that are normally provided by the external auditor in connection with statutory and regulatory filings or engagements for those fiscal lawyers
	Php 200,000
	Php 200,000
	Php 200,000

	2. Other assurances and related services provided by the external auditor that are reasonably related to the performance of the audit or review of the registrant’s financial statements
	None
	None
	None

	(b) Tax Fees
	None
	None
	None

	(c) All Other Fees
	None
	None
	None

	(d) Audit Committee Approval Policies & Procedures
	All external audit services for the year are submitted during the Annual Stockholders’ Meeting for approval. The same is subsequently concurred to by the newly elected Board of Directors



20.2
Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
There were no changes and/ or disagreement in Accounting and Financial Disclosure with the Company’s Accountant for the period under review.                
21/ 
STATEMENT OF MANAGEMENT RESPONSIBILITY

Unless otherwise stated, all information contained in this Prospectus has been supplied by the Company.  The Company, through its Board, having made all reasonable inquiries, accepts full responsibility for the information contained in this Prospectus  and confirms that this Prospectus  contains all information with regard to the Company, its business and operations and the Offer Shares, which as of the date of this Prospectus  are material in the context of the Offer; that, to the best of its knowledge and belief as of the date hereof,  the information contained in this Prospectus  are true and correct and are not misleading in any material respect; that the opinions and intentions expressed herein are honestly held; and, that there are no other facts, the omission of which makes this Prospectus , as a whole or in part, misleading in any material respect. The delivery of this Prospectus shall not, under any circumstances, create any implication that the information contained herein is correct as of any time subsequent to the date hereof. 

22/ 
PROJECTED FINANCIAL STATEMENTS FOR YEAR ENDING 31 DECEMBER 2008 AND ADDITIONAL DISCLOSURES
Except for historical and operating data and other information in respect of historical matters, the statements contained herein are forward-looking statements. The words “believe”, “intend”, “plan”, “anticipate”, “continue”, “estimate”, “expect”, “may”, “will”, or other similar words are frequently used to indicate these forward looking statements. Any such forward-looking statement is not a guarantee of future performance and involves a number of known and unknown risks, uncertainties and other factors that could cause the actual performance, financial condition or results of operation implied by such forward-looking statement. Among the factors that could cause actual results to differ from the implied or expected results are those factors discussed under “Risk Factors” in this Prospectus.

	EASYCALL COMMUNICATIONS PHILIPPINES, INC. AND SUBSIDIARY

	

	CONSOLIDATED BALANCE SHEETS

	(in Php)
	
	

	
	
	

	
	31-Dec-08
	31-Dec-07

	
	
	

	
	(Unaudited)
	(Audited)

	ASSETS
	
	

	Current Assets
	
	

	Cash (Note 4)
	19,075,901
	42,978,226

	Receivables- net  (Note 5)
	5,616,793
	5,078,132

	Prepaid expenses  (Note 6)
	1,144,222
	813,535

	
	25,836,915
	48,869,893

	Noncurrent assets classified as held for sale (Note 9)
	2,081,535
	2,081,535

	Total current assets
	27,918,450
	50,951,427

	
	
	

	Noncurrent Assets
	
	

	Investments  in shares of stock (Note 7)
	29,559,958
	23,729,184

	Property and equipment - net (Note 8)
	11,456,713
	111,530

	Total noncurrent assets
	41,016,671
	23,840,714

	TOTAL ASSETS
	68,935,121
	74,792,141

	
	
	

	LIABILITIES AND CAPITAL DEFICIENCY
	
	

	Current Liabilities
	
	

	Accounts payable and accrued expenses  (Note 10)
	10,104,845
	15,541,570

	Payable to related parties (Note 11)
	3,828,159
	21,665,551

	Total Current Liabilities
	13,933,004
	37,207,121

	
	
	

	Noncurrent Liability
	
	

	Retirement Benefit Obligation
	74,650
	-

	Advances from Stockholders
	22,310,284
	

	
	22,384,934
	

	Equity
	
	

	Capital stock (Note 12)
	103,429,975
	91,929,975

	Deposits for future subscription  (Note 1)
	-
	22,310,284

	Share in CTA (Note 7)
	1,191,951
	2,239,178

	Deficit
	(72,004,743)
	(78,894,417)

	Total Equity
	32,617,183
	37,585,020

	TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY (CAPITAL DEFICIENCY)
	68,935,121
	74,792,141

	See accompanying Notes to Consolidated Financial Statements
	
	


	EASYCALL COMMUNICATIONS PHILIPPINES, INC. AND SUBSIDIARY
	 
	 
	 

	CONSOLIDATED STATEMENTS OF INCOME
	
	
	
	

	
	
	
	
	

	
	Unaudited
	Unaudited
	Projected
	Audited

	 
	Jan. to June
	July to December
	
	December

	 
	2008
	2008
	2008
	2007

	
	
	
	
	

	SERVICE INCOME (Note 4) 
	6,606,349.00
	7,938,299.51
	14,544,648.51
	14,459,773.00

	
	
	
	
	

	COST OF SERVICES 
	3,429,867.00
	3,663,058.87
	7,092,925.87
	7,284,824.00

	
	
	
	
	

	GROSS INCOME
	3,176,482.00
	4,275,240.64
	7,451,722.64
	7,174,949.00

	
	
	
	
	

	GENERAL AND ADMINISTRATIVE 
	(4,253,467.00)
	(4,041,051.30)
	(8,294,518.30)
	(14,462,254.00)

	
	
	
	
	

	EQUITY IN NET EARNINGS OF  ASSOCIATE 
	2,191,434.00
	4,686,566.00
	6,878,000.00
	40,012,745.00

	
	
	
	
	

	OTHER INCOME  
	629,331.00
	225,137.54
	854,468.54
	1,153,424.00

	
	
	
	
	

	OTHER EXPENSES
	
	
	
	(42,093,842.00)

	
	
	
	
	

	PROVISION FOR INCOME TAX
	
	
	
	(159,311.00)

	
	
	
	
	

	NET INCOME (LOSS)
	1,743,780.00
	5,145,892.88
	6,889,672.88
	(8,374,289.00)

	
	
	
	
	

	Basic Earnings Per Share
	
	
	0.05
	(0.09)


	EASYCALL COMMUNICATIONS PHILIPPINES INC.
	
	
	
	

	AND SUBSIDIARY
	 
	 
	 
	 
	 

	CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' 
	
	
	

	EQUITY (CAPITAL DEFICIENCY)
	
	
	
	

	(Unaudited)- in Php
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	
	 
	                                                                                                                Capital Stock (Note10)
	Deposits for Future Stock Subscriptions (Note 1)
	Share in Cumulative Translation Adjustment (Note 5)
	                                                                                                                              Deficit                                           
	Total

	
	Capital Stock (Note10)
	Deposits for Future Stock Subscriptions (Note 1)
	Share in Cumulative Translation Adjustment (Note 5)
	Deficit
	Total

	Balances at January 1, 2008
	91,929,975
	22,310,284
	2,239,178
	(78,894,417)
	37,585,021

	
	
	
	
	
	

	Additions
	11,500,000
	(22,310,284)
	(1,047,227)
	
	11,857,511

	
	
	
	
	
	

	Net Income for the period
	-
	-
	
	6,889,673
	6,889,673

	
	
	
	
	
	

	Balances at December 31, 2008
	103,429,975
	0
	1,191,951
	(72,004,743)
	32,617,183

	
	
	
	
	
	

	
	
	
	


	EASYCALL COMMUNICATIONS AND SUBSIDIARY
	 
	 

	CONSOLIDATED STATEMENTS OF CASH FLOWS
	
	

	(Unaudited)
	
	

	
	
	
	

	
	
	
	

	 
	 
	Unaudited
	Audited

	 
	 
	2008
	2007

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	

	Net income (loss)
	6,889,673 
	(8,214,978)

	Adjustments for:
	
	

	
	Investment in shares of stock
	
	26,543,666 

	
	Depreciation and amortization (Note 8)
	182,980 
	184,582 

	
	Equity in net earnings (Note 7)
	(6,878,000)
	(40,012,745)

	 
	Interest income
	854,469 
	(362,834)

	Operating income (loss) before working capital changes
	1,049,122 
	(21,862,309)

	Decrease (increase) in:
	
	

	
	Receivables
	(538,661)
	(75,932)

	
	Prepaid expenses and other current assets
	(330,687)
	(115,854)

	Increase (decrease) 
	
	

	
	Accounts payable and accrued expenses
	(5,436,725)
	2,560,109 

	 
	Retirement benefit obligation
	74,650 
	(263,400)

	Net cash used in operations
	(5,182,300)
	(19,757,386)

	Interest received
	(854,469)
	362,834 

	Income taxes paid
	 
	(159,311)

	Net cash used in operating activities
	(6,036,769)
	(19,553,863)

	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Proceeds from sale of:
	
	

	
	Investment in shares of stock
	
	70,000,000 

	Dividends received
	
	1,901,847 

	Changes in accounts with related parties
	(17,837,393)
	

	Acquisition of investments in shares of stock
	
	(10,353,420)

	Additions to property and equipment (Note 8)
	(11,528,163)
	

	Net cash from investing activities
	(29,365,556)
	61,548,427 

	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from stock rights offer
	11,500,000 
	

	Net cash from financing activities
	11,500,000 
	61,548,427 

	
	
	
	

	NET INCREASE (DECREASE) IN CASH
	(23,902,325)
	41,994,564 

	CASH AT BEGINNING OF PERIOD (YEAR)
	42,978,226 
	983,662 

	CASH AT END OF PERIOD
	19,075,901 
	42,978,226 


EASYCALL COMMUNICATIONS PHILIPPINES, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Corporate Information
EasyCall Communications Philippines, Inc. (the Company) was registered with the Philippine Securities and Exchange Commission (SEC) on September 25, 1989 primarily to operate a paging industry in the Philippines.  The Company was listed in the Philippine Stock Exchange (PSE) in May 1992.
The registered office address of the Company is at 2nd Floor, Mary Bachrach Building, 25th Corner AC Delgado Street, Port Area, Manila.

Since the shut down of the paging business in 2002 as a result of the development of short messaging service of cellular phone companies, the Company engaged in the contact center outsourcing business and information technology related business.  In 2007 and 2006, the Company has no operating activities.  The operations of these businesses are carried out by its subsidiary, Easycall e-Services, Inc. (e-Serve), a company engaged in information technology services.

Starting November 2005, the management and administrative functions of the Company are being handled by Transnational e-Business Solutions, Inc. (TESI), an affiliate.

Global e-Business Solutions, Inc. (GeBSI), a company organized in the Philippines, owns 90.2% interest in the Company, when McMal, Inc. assigned its 8.6% interest in the Company on September 19, 2006.  The ultimate parent of the Company is Transnational Diversified Corporation (TDC), a company organized in the Philippines.  In 2004, GeBSI carried out its financial commitment to support the operations of the Company by subscribing eq \O(P,=)60 million to the Company’s capital stock.  
During 2005, the Board of Directors approved the private placement by GEBSI for 100 million shares or P100 million to be taken from the parent company’s unsubscribed capital stock in order to address and enhance the current capital deficiency of the Group. 

The Board further approved that this placement shall be maid in the form of conversion of outstanding advances and liabilities of the parent company to GEBSI and its affiliates. Consequently, in 2005 GEBSI converted its advances amounting to P22.31 million to equity.

Due to indefinite suspension of such private placement, the company reversed the Deposit for Future Stock Subscription amounting to P22.31 million to Advances from Stockholders.
Segment Information

The Group has only one segment in 2007 and 2008 which is the internet segment.  The results of the internet segment are reflected in both 2007 (audited) and 2008 (unaudited) consolidated statements of income.
Summary of Significant Accounting Policies
Basis of Preparation

The consolidated financial statements of the Group have been prepared under the historical cost basis.  The consolidated financial statements are presented in Philippine Peso, which is the Company’s functional currency.
Statement of Compliance
The consolidated financial statements have been prepared in compliance with Philippine Financial Reporting Standards (PFRS).

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and e-Serve, a 100% owned subsidiary.

A subsidiary is consolidated from the date of acquisition, being the date on which control is transferred to the Group and continue to be consolidated until the date that such control ceases.  When there is a loss of control of a subsidiary, the consolidated financial statements include the results for the part of the reporting year during which the Company has control.

Consolidated financial statements are prepared using uniform accounting policies for like transactions and other events in similar circumstances.  All intercompany balances, transactions, income and expenses and profits and losses resulting from intercompany transactions that are recognized in assets, are eliminated in full.

Adoption of New Standards, Amendments to Standards and Interpretations
The accounting policies adopted in the preparation of the consolidated financial statements are consistent with those of the previous years except for the adoption of revised standards and new Philippine Interpretations from the International Financial Reporting Interpretations Committee (IFRIC) enumerated below.
PFRS 7, Financial Instruments: Disclosures
This standard requires disclosures that enable users of the financial statements to evaluate the significance of the Group’s financial instruments and the nature and extent of risks arising from those financial instruments.  PFRS 7 requires disclosure on quantitative and qualitative information about exposure to risks arising from financial instruments, namely, credit, liquidity, and market risk, as well as sensitivity to market risks.  The new disclosures are included throughout the consolidated financial statements particularly the qualitative and quantitative disclosures on the Group’s exposure to liquidity risk and credit risk as shown in Note 20 to the consolidated financial statements.  While there has been no effect on the financial position or results, comparative information has been revised when needed.
On January 11, 2008, the SEC approved an amendment to the transition provision of PFRS 7 that gives transitional relief with respect to the presentation of comparative information for the new risk disclosures about the nature and extent of risks arising from financial instruments under paragraphs 31 to 42 of PFRS 7.  The Group opted to present comparative figures in relation to the new risk disclosure requirements under paragraphs 31 to 42 of PFRS 7.
Amendments to Philippine Accounting Standards (PAS) 1, Presentation of Financial Statements
The amendment requires the Group to make new disclosures to enable users of the financial statements to evaluate the Group’s objectives, policies and processes for managing capital.  These new disclosures are shown in Note 20 to the consolidated financial statements.

Philippine Interpretation IFRIC 8, Scope of PFRS 2

This interpretation requires PFRS 2, Share-based Transactions, to be applied to any arrangements in which the entity cannot identify specifically some or all of the goods received, in particular where equity instruments are issued for consideration which appears to be less than fair value.  As the Group has no stock options, the interpretation had no impact on the financial position and performance of the Group.

Philippine Interpretation IFRIC 9, Reassessment of Embedded Derivatives
This interpretation states that the date to assess the existence of an embedded derivative is the date that an entity first becomes a party to the contract, with reassessment only if there is a change to the contract that significantly modifies the cash flows.  As the Group has no embedded derivative requiring separation from the host contract, the interpretation had no impact on the financial position or performance of the Group.

Philippine Interpretation IFRIC 10, Interim Financial Reporting and Impairment

This interpretation requires that an entity must not reverse an impairment loss recognized in a previous interim period in respect of goodwill or an investment in either an equity instrument or a financial asset carried at cost.  As the Group has no goodwill or investment in equity instruments carried at cost, the interpretation had no impact on the consolidated financial statements.
New Accounting Standards and Interpretations Effective Subsequent to 2007

The Group did not early adopt the standards and interpretations enumerated below.

Effective in 2008:

Philippine Interpretation IFRIC 11, PFRS 2, Group and Treasury Share Transactions .This interpretation requires arrangements whereby an employee is granted rights to an entity’s equity instruments to be accounted for as an equity-settled scheme by the entity even if (a) the entity chooses or is required to buy those equity instruments (e.g. treasury shares) from another party, or (b) the shareholder(s) of the entity provide the equity instruments needed.  It also provides guidance on how subsidiaries, in their separate financial statements, account for such schemes when their employees receive rights to the equity instruments of the parent.  The Group has no stock options, thus, this interpretation will not have an impact on the consolidated financial statements.
Philippine Interpretation IFRIC 12, Service Concession Arrangements. This interpretation covers contractual arrangements arising from public-to-private service concession arrangements if control of the assets remain in public hands but the private sector operator is responsible for construction activities as well as for operating and maintaining the public sector infrastructure.  This interpretation will not have an impact on the consolidated financial statements since this is not relevant to the Group’s current operations.  
Philippine Interpretation IFRIC 14, PAS 19, The Limit on Defined Benefit Asset, Minimum 




Funding Requirement and their Interaction
This interpretation covers all post-employment defined benefits and other long-term employee defined benefits.  This interpretation defines minimum funding requirements as “any requirement to fund a post-employment or other long-term defined benefit plan” and would therefore include both statutory and contractual requirements.  The Group expects that this interpretation will have no material impact on the consolidated financial statements.

Effective in 2009:

PFRS 8, Operating Segments
This PFRS adopts a management approach to reporting segment information.  The information reported would be that which management uses internally for evaluating the performance of operating segments and allocating resources to those segments.  Such information may be different from that reported in the balance sheet and statement of income and companies will need to provide explanations and reconciliation of the differences.  PFRS 8 will replace PAS 14, Segment Reporting, and is required to be adopted only by entities whose debt or equity instruments are publicly traded, or are in the process of filing with the SEC for the purpose of issuing any class of instruments in a public market.  The Group expects that this interpretation will have no material impact on the consolidated financial statements as the Group has only one segment.

Amendment to PAS 1, Amendment on Statement of Comprehensive Income
In accordance with the amendment to PAS 1, the statements of changes in equity shall include only transactions with owners, while all non-owner changes will be presented in equity as a single line with details include in a separate statement.  Owners are defined as holders of instruments classified as equity.  

In addition, the amendment to PAS 1 provides for the introduction of a new statement of comprehensive income that combines all items of income and expenses recognized in the statement of income together with ‘other comprehensive income’.  The revisions specify what are included in other comprehensive income, such as gains and losses on available-for-sale (AFS) assets, actuarial gains and losses on defined benefit pension plans and changes in the asset revaluation reserve.  Entities can choose to present all items in one statement, or to present two linked statements, a separate statement of income and a statement of comprehensive income.  The Group will assess the impact of its current manner of reporting all items of income and expenses.  

Amendments to PAS 23, Borrowing Costs
This amendment requires capitalization of borrowing costs that relate to a qualifying asset.  A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or sale.  The transitional requirements of the standard require it to be adopted as a prospective change from the effective date.  The Group expects that this interpretation will have no material impact on the consolidated financial statements.

Philippine Interpretation IFRIC 13, Customer Loyalty Programmes
This interpretation applies to customer loyalty award credits that an entity grants to its customers as part of a sales transaction and subject to meeting any further qualifying conditions, the customers can redeem in the future for free or discounted goods or services.  This interpretation will have no impact on the consolidated financial statements as this is not relevant to the Group’s operations.

Cash and Cash Equivalents

Cash includes cash in banks.  Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash with original maturities of three months or less from date of placement and that are subject to an insignificant risk of change in value.

Financial Instruments

Financial instruments are recognized in the consolidated balance sheet when the Group becomes a party to the contractual provisions of the instrument.  Purchases or sales of financial assets that require delivery of assets within the time frame established by regulation or convention in the market place are recognized on the settlement date.

Financial instruments are recognized initially at fair value which is the consideration given (in the case of an asset) or received (in the case of a liability).  Except for financial assets and financial liabilities at fair value through profit or loss (FVPL), the initial measurement of financial instruments includes transaction costs.

Financial assets under PAS 39, Financial Instruments: Recognition and Measurement, are classified as either financial assets at FVPL, loans and receivables, held-to-maturity (HTM) investments and AFS financial assets while financial liabilities are classified as either financial liabilities at FVPL or other financial liabilities.  The classification depends on the purpose for which the financial instruments were acquired and whether they are quoted in an active market.  Management determines the classification of its financial instruments at initial recognition and, where allowed and appropriate, re-evaluates such designation at every reporting date.  The Group’s financial instruments are of the nature of loans and receivables and other financial liabilities.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual arrangement.  Interest, dividends, gains and losses relating to a financial instrument or a component that is a financial liability, are reported as expense or income.  Distributions to holders of financial instruments classified as equity are charged directly to equity, net of any related income tax benefits.
(a) Loans and Receivables

Loans and receivables are nonderivative financial assets with fixed or determinable payments that are not quoted in an active market.  These are not entered into with the intention of immediate or short-term resale and are not classified as financial assets held for trading, designated as AFS financial assets or designated at FVPL.  This accounting policy applies primarily to the Group’s “Cash and cash equivalents” and “Receivables”.  Loans and receivables are classified as current assets when it is expected to be realized within twelve months after the balance sheet date or within the normal operating cycle whichever is longer.  
Loans and receivables are recognized initially at fair value, which normally pertains to the billable amount.  After initial measurement, loans and receivables are subsequently measured at amortized cost using the effective interest rate method, less allowance for impairment losses.  
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees that are an integral part of the effective interest rate.  The amortization, if any, is included in the consolidated statement of income.  The losses arising from impairment of receivables, if any, are recognized in the consolidated statement of income.
(b) Other Financial Liabilities

Issued financial instruments or their components, which are not designated at FVPL are classified as other financial liabilities, where the substance of the contractual arrangement results in the Group having an obligation either to deliver cash or another financial asset to the holder or to satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of own equity shares.  The components of issued financial instruments that contain both liability and equity elements are accounted for separately, with the equity component being assigned the residual amount after deducting from the instrument as a whole the amount separately determined as the fair value of the liability component on the date of issue.  After initial measurement, other financial liabilities are subsequently measured at amortized cost using the effective interest rate method.  
Amortized cost is calculated by taking into account any discount or premium on the issue and fees that are an integral part of the effective interest rate.  Any effects of restatement of foreign currency-denominated liabilities are recognized in the consolidated statement of income.
This accounting policy applies primarily to the Group’s accounts payable and accrued expenses.

Derecognition of Financial Assets and Liabilities

Financial Assets

A financial asset (or, where applicable a part of a financial asset or part of a group of financial assets) is derecognized where:

1. the rights to receive cash flows from the asset have expired;

2. the Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a third party under a “pass through” arrangement; or

3. the Group has transferred its rights to receive cash flows from the asset and either 
(a) has transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained the risk and rewards of the asset but has transferred the control of the asset. 

Where the Group has transferred its rights to receive cash flows from an asset or has entered into a pass through arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the extent of the Group’s continuing involvement in the asset.  Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.

Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or has expired.  Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognized in the consolidated statement of income.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated balance sheet if, and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an intention to settle on a net basis, or to realize the asset and settle the liability simultaneously.  

Impairment of Financial Asset Carried at Amortized Cost 

The Group assesses at each balance sheet date whether a financial asset or group of financial assets is impaired.  A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably estimated.  Evidence of impairment may include indications that the borrower or a group of borrowers is experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganization, and where observable data indicate that there is measurable decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.
If there is objective evidence that an impairment loss on financial assets carried at amortized cost has been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate (EIR) (i.e. the EIR computed at initial recognition).  The carrying amount of the asset is reduced through use of an allowance account.  The amount of the loss shall be recognized in the consolidated statement of income.
The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, and individually or collectively for financial assets that are not individually significant.  If it is determined that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, the asset is included in a group of financial assets with similar credit risk characteristics and that group of financial assets is collectively assessed for impairment.  Those characteristics are relevant to the estimation of future cash flows for groups of such assets by being indicative of the debtor’s ability to pay all amounts due according to the contractual terms of the assets being evaluated.  Assets that are individually assessed for impairment and for which an impairment loss is, or continues to be, recognized are not included in a collective assessment of impairment.  If, in a subsequent period, the amount of the impairment loss decreases because of an event occurring after the impairment was recognized, the previously recognized impairment loss is reversed.  Any subsequent reversal of an impairment loss is recognized in the consolidated statement of income, to the extent that the carrying value of the asset does not exceed its amortized cost at the reversal date.
Investments in Shares of Stock

Investments in shares of stock are accounted for under the equity method of accounting.  Under the equity method, the investments are carried in the consolidated balance sheets at cost adjusted for the equity in net income or losses and changes in the investee’s equity account since the date of acquisition.  Dividends received are treated as a reduction in the carrying value of the investments.  Unrealized intercompany profits or losses are eliminated to the extent of the Group’s proportionate share thereof.
Where there has been a change recognized directly in the equity of the associate, the Group recognizes its share of any changes and discloses this, when applicable, in the consolidated statement of changes in equity.  

The financial statements of the associate are prepared for the same reporting period as the consolidated financial statements of the Group.  Where necessary, adjustments are made to bring the accounting policies in line with those of the Group.  

After application of the equity method, the Group determines whether it is necessary to recognize an additional impairment loss of the Group’s investment in shares of stock.  The Group determines at each balance sheet date whether there is any objective evidence that the investment in shares of stock is impaired.  If this is the case, the Group calculates the amount of impairment as being the difference between the fair value of the shares of stock and the acquisition cost and recognizes the amount in consolidated statement of income.


ePerformax International and ePerformax are associates of the Group.  An associate is an entity in which the Company has significant influence, but not control, over the financial and operating policies of the entity.  Although the Group holds only 3.8% ownership of ePerformax International, the Group has significant influence through representation on the BOD of the investee and participation in the policy-making processes.

Assets Held for Sale

Assets are classified as held for sale if its carrying amount will be recovered principally through 

a sale transaction rather than through continuing use.  Assets held for sale is measured at the lower of its carrying amount and fair value less cost to sell.  Any liabilities associated with these assets are presented separately in the consolidated balance sheet.

Provisions
Provisions are recognized when: (a) the Group has a present obligation (legal or constructive) as a result of a past event; (b) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and (c) a reliable estimate can be made of the amount of the obligation.  If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessment of the time value of money and, where appropriate, the risks specific to the liability.  Where discounting is used, the increase in the provision due to the passage of time is recognized as interest expense.

Retirement Benefits

The Group has a defined retirement benefit plan which requires contributions to be made to separately administered fund.  The cost of providing benefits under the defined retirement benefit plan is determined using the projected unit credit actuarial valuation method.  Actuarial gains and losses are recognized as income or expense when the net cumulative unrecognized actuarial gains and losses for the plan at the end of the previous reporting year exceeded 10.0% of the higher of the defined benefit obligation and the fair value of plan assets at that date.  These gains or losses are recognized over the expected average remaining working lives of the employees participating in the plan.
The past service cost is recognized as an expense on a straight-line basis over the average period until the benefits become vested.  If the benefits are already vested immediately following the introduction of, or changes to, a pension plan, past service cost is recognized immediately.

The defined retirement benefit liability is the aggregate of the present value of the defined benefit obligation and actuarial gains and losses not recognized reduced by past service cost not yet recognized and the fair value of plan assets out of which the obligations are to be settled directly.  

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be measured reliably.  The following specific recognition criteria must be met before revenue is recognized:

Service Income

Service income is recognized when the related services have been rendered.  

Interest Income

Interest income from bank deposits are recognized on a time proportion basis on the principal outstanding and at the rate applicable.

Cost of Services

The Company has a fully owned subsidiary, Easycall E-Services, Inc. who is in the business of providing Internet Services. Part of the Internet Service includes Internet Bandwidth resellership. Although an ISP, E-Serve relies on partnerships with existing Telephone Company like Bayantel and Eastern Telecommunications. 

Cost of Leaseline Subscription

The cost of leaseline subscription is the direct cost of the service the company pays to the Telephone Company on Internet lines.

Accrued Expenses

Accrued Expense account consists of Accrued Ads & Promo, Accrued Premises, Accrued Fees and Dues, Accrued Professional fee, Accrued Direct Costs, Accrued 13th month pay, Accrued Employee Benefits, Accrued representation expense and Accrued transportation and travel allowance.

Operating Leases

Operating leases represent those leases under which substantially all risks and rewards of ownership of the leased assets remain with the lessor.  Lease payments under an operating lease are charged to expense on a straight-line basis over the terms of the lease.
Income Taxes

Current Income Tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid to the tax authority.  The tax rates and tax laws used to compute the amount are those that have been enacted or substantively enacted at the balance sheet date.

Deferred Income Tax

Deferred income tax is provided, using the balance sheet liability method, on all temporary differences at the balance sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences.  Deferred income tax assets are recognized for all deductible temporary differences and carry forward of unused tax credits from excess minimum corporate income tax (MCIT) and unused net operating loss carryover (NOLCO) to the extent that it is probable that taxable profit will be available against which the deductible temporary differences and carry forward of unused tax credits from excess MCIT and unused NOLCO can be utilized.  

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax assets to be utilized.  Unrecognized deferred income tax assets are reassessed at each balance sheet date and are recognized to the extent that it has become probable that future taxable profit will allow the deferred income tax assets to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or the liability is settled based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.  Deferred income tax relating to items recognized directly in equity is recognized in the consolidated statement of changes in equity and not in the consolidated statement of income.

Earnings (Loss) Per Share
Earnings (loss) per share is determined by dividing net earnings (loss) by the weighted average number of shares issued during the year after retroactive adjustment for any stock dividends declared and stock split.  Diluted earnings (loss) per share amounts are calculated by dividing the net profit attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares outstanding, adjusted for any stock dividends declared during the year plus weighted average number of ordinary shares that would be issued on the conversion of all the dilutive ordinary shares into ordinary shares.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements.  These are disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.  Contingent assets are not recognized in the consolidated financial statements but are disclosed when an inflow of economic benefits is probable.

Events after the Balance Sheet Date

Post year-end events that provide additional information about the Group’s position at the balance sheet date (adjusting events) are reflected in the consolidated financial statements.  Post year-end events that are not adjusting events are disclosed in the notes to consolidated financial statements when material.

Significant Accounting Judgments and Estimates
The consolidated financial statements prepared in accordance with PFRS requires management to make judgment and estimates that affect amounts reported in the consolidated financial statements and related notes.  The judgments and estimates used in the financial statements are based upon management’s evaluation of relevant facts and circumstances as of the date of the consolidated financial statements.  Actual results could differ from such estimates.  Judgments and estimates are continually evaluated and are based on historical experience and other factors, including expectations of future events that are believed to be reasonable under the circumstances.
Judgments
(a) Determining Functional Currency

The functional currency of the Group has been determined to be the Philippine peso.  The Philippine peso is the currency of the primary economic environment in which the Group’s operates.
(b) Operating Leases - the Group as a Lessee
The Group has entered into a lease agreement as a lessee.  The Group has determined that the lessor retains all significant risks and reward of ownership of these properties.  This lease agreement is accounted for as operating lease 
Estimates
(a) Estimating Allowance for Impairment of Receivables
Management reviews the age and status of trade and other receivables and identifies accounts that are to be provided with allowances on a continuous basis.  The Group maintains allowances for impairment losses at a level considered adequate to provide for potential uncollectible receivables.  
The Group evaluates specific accounts where the Group has information that certain customers or third parties are unable to meet their financial obligations.  Factors, such as the Group’s length of relationship with the customers or other parties and the customers’ or other parties’ current credit status, are considered in determining the amount of impairment loss that will be recorded.  The allowance is re-evaluated and adjusted as additional information is received. 
In addition to specific allowances against individually significant receivables, the Group also makes a collective impairment allowance against exposures which, although not specifically identified as requiring a specific allowance, have a greater risk of default than when originally granted.  This takes into consideration the credit risk characteristics such as customer type, payment history, past due status and term.
(b) Estimating Realizability of Deferred Income Tax Assets
The Group reviews the carrying amounts of deferred income tax assets at each balance sheet date and reduced the amounts to the extent that it is no longer probable that sufficient taxable income will be available to allow all or part of the deferred income tax assets to be utilized.  
However, there is no assurance that the Group will generate sufficient taxable income to allow all or part of its deferred income tax assets to be utilized.  
(c) Estimating Impairment of Investments in Shares of Stock
The Group performs an impairment review on its investments whenever an impairment indicator exists.  After applying the equity method, the Group determines whether it is necessary to recognize an impairment loss on the Group’s investments in shares of stock.  This requires an estimation of the value in use of the investments.  Estimating the value in use requires the Group to make an estimate of the expected future cash flows of the investments and to make use of a suitable discount rate to calculate the present value of those future cash flows.
(d) Estimating Fair Value Less Costs to Sell
The Group estimates the fair value of assets held for sale based on the available market price of a similar assets less estimated costs to sell.  

(e) Estimating Contingencies

The Group evaluates legal and administrative proceedings to which it is involved based on analysis of potential results.  Management and its legal counsels do not believe that any current proceedings will have material adverse effects on its financial position and results of operations.  It is possible, however, that future results of operations could be materially affected by changes in the estimates or in the effectiveness of strategies relating to these proceedings.

Service Income

For the remaining months of the year revenues are expected to increase because of additional services that will be rendered as well as the matching cost pertaining to the service: Income from PABX rental is expected to double once the main office moves to its new location. Additional income is anticipated from projected satellite service starting October, 2008. Subscribers of leaseline and mail hosting are projected to increase starting October and November 2008. A new service, IPVPN, was introduced last August 2008, which improved the company’s revenue. Customers availing file server co-location are expected to increase in the remaining months of the year.
ADDITIONAL DISCLOSURES
DEPOSIT ON FUTURE SUBSCRIPTION

In November 2001 the entry of GEBSI resulted in additional capital infusion of P52M for the Company.   Since then, GEBSI has consistently infused funds in the form of advances to support the capital requirements of the Company and to ensure that Easycall will continue to report positive stockholders’ equity and prevent any record capital deficiency.  

In 2004, for the first time, the Company prepared its financial statements using the Philippine Financial Reporting Standards (PFRS).  The use of the PFRS resulted in the restatement of the Company’s comparative figures for the 2004 parent company financial statements which reflected significant changes in policies. The end result of the application of the PFRS was a capital deficiency of P124,007,332.00 in the Company’s stockholders’ equity.  A detailed discussion of this restatement can be found in Note 2 of the 2005 Audited Financial Statements of the Company.

In 2005, and pursuant to the commitment of GEBSI to prevent the recoding of any capital deficiency, GEBSI converted its shareholder advances worth P22,310,284.00 into equity or deposit on future subscription.    

In 2006 and 2007, several unforeseen and unanticipated claims and liabilities from previous suppliers, old labor and civil court cases materialized. In order to generate the cash to pay-off these unexpected liabilities, the Board of Directors decided in 2007 to sell 90% of its ownership in its equity investment in ePerformax Contact Centers Corp.  The detailed discussion of this transaction can be found in Note 6 of the Audited Financial Statements of the Company for the year 2007.   Due to these management decisions, the deficit of the Company was reduced from P113,435,171.00 in 2005 to P78,894,417.00 in 2007.

By the end of 2007 and in 2008, prospects arouse and equity in net earnings from the Company’s investment in ePerformax continues to increase which likewise enables the Company to substantially decrease its deficit.  With this outcome, GEBSI now sees it fit to revert its deposit on future subscription of P22,310,284 to advances from shareholders for the year ending 2008.
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Dec. 31 '06





One year 





ended       
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Gross Profit Rate (%)
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Gross Profit Rate (%)
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Operating Expense to Sales (%)





46.47%





42.38%








11.46%





9.50%
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The information in this Stock Rights Offering Circular is not complete and may be changed.  This Stock Rights Offering Circular is not an offer to sell these securities and is not solicitation of an offer to buy these securities in any jurisdiction where the offer or sale is no permitted.
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		EasyCall Communications Phils., Inc. And Subsidiary

		Consolidated Balance Sheets (in million pesos)

		As of December 31,2007 and 2006

										Vertical Analysis						Horizontal Analysis

										(% to Total Assets)						(% Change vs. Prior Year)				Causes of Material Changes

				2007		2006				2007		2006				2007

		ASSETS

		Current Assets

		Cash		43.0		1.0				57%		1%				4269.2%				→ The significant increase in cash came mainly from the sale of investment in ePerformax with a selling price of Php 70M, reduced by capital gains tax & documentary stamps tax and settlements of some major obligations

		Receivables- net		5.1		5.0				7%		6%				1.5%

		Prepaid Expenses and other current assets		0.8		0.7				1%		1%				16.6%				→ Recognition of unused or unapplied creditable withholding tax, and prepayment to APNIC subscription

				48.9		6.7				65%		8%				631.2%

		Noncurrent assets classified as held for sale		2.1		2.1				3%		3%				0.0%

		Total Current Assets		51.0		8.8				68%		11%				481.3%

		Noncurrent Asstes

		Investments		23.73		70.0				32%		89%				-66.10%				→ The major decline in the investment is due to the sale of 90% investment in ePerformax to GEBSI

		Property and Equipment- net		0.11		0.30				0%		0%				-62.3%				→ Basically, depreciation for the year

		Total Noncurrent Assets		23.8		70.3				32%		89%				-66.1%

		TOTAL ASSETS		74.8		79.1				100%		100%				-5.4%

		LIABILITIES AND STOCKHOLDERS' EQUITY

		(CAPITAL DEFICIENCY)

		Current Liabilities

		Accounts Payable and accrued expenses		15.54		17.9				21%		23%				-13.2%				→ Settlement of large obligations to telco suppliers and to other creditors

		Payable to related parties		21.67		16.74				29%		21%				29.4%				→ Came principally from GEBSI's advances to the parent company to support the latter's major settlement of obligations, added by payable to TESI for management fees

		Total Current Liabilities		37.21		34.65				50%		44%				7.4%

		Noncurrent Liability

		Retirement benefit obligation				0.3				0%		0%				-100.0%				→ Fully settled in 2007 (Full contribution to the retirement fund)

				-0		0.3				0%		0%				-100.0%

		Equity (Capital Deficiency)

		Capital Stock		91.9		91.9				123%		116%				0.0%

		Deposits for future stock subscriptions		22.3		22.3				30%		28%				-0.0%

		Share in CTA		2.2		0.4				3%		1%				420.4%				→ Increase in the recognized CTA of the associate, ePerformax

		Deficit		(78.89)		(70.5)				-105%		-89%				11.9%				→ 2007 resulted to a consolidated loss, thereby increasing the deficit

		Total Equity (Capital Deficiency)		37.6		44.2				50%		56%				-14.9%

		TOTAL LIABILITES AND EQUITY

		(CAPITAL DEFICIENCY)		74.8		79.1				100%		100%				-5.4%





IS

		EasyCall Communications Phils., Inc. And Subsidiary

		Consolidated Statements of Income (in million pesos)

		For the Years Ended December 31, 2007 and 2006

										Vertical Analysis						Horizontal  Analysis				Causes of Material Changes

										(%to Service Income)						(% Change vs. Prior Year)				(With 5% as a threshold)

				2007		2006				2007		2006				2007

		SERVICE INCOME		14.46		17.24				100%		100%				-16%				→Due to loss of some leasedline and DSL accounts and the continous drop of dial up business

		COSTS OF SERVICES (a)		7.28		8.35				50%		48%				-13%				→Decrease in revenue is higher than the decrease in direct cost due to the lost of revenue accounts with no corresponding costs (Riscuity-SS)

		GROSS INCOME (LOSS)		7.17		8.88				50%		52%				-19%				→Mainly due to the decrease in revenues

		GENERAL & ADMINISTRATIVE (b)		(56.56)		(8.35)				-391%		-48%				577%				→These expenses incurred during 2007 represent the loss incurred on the sale of investment (computed using the equity method of accounting) NTC supervision and regulation fees (SRF) and taxes and licenses (Capital gains tax paid for the gain on sale of in of investment computed using the cost method of accounting) and otehr recurring expenses of both the parent and the subsidiary

		EQUITY IN NET EARNINGS OF AN ASSOCIATE		40.01		39.79				277%		231%				1%

		OTHER INCOME		1.15		0.46				8%		3%				150%				→ The reduction was due to mainly to decline in manpower related costs, communication expenses, rent and utilities expenses.

		INCOME (LOSS) FROM CONTINUING OPERATIONS		(8.21)		40.78				-57%		237%				-120%				→ This is due to major expenses during the year such as the loss incurred on the sale of investment (computed using the equity method of accounting) NTC supervision and regulation fees (SRF) and taxes and licenses (Capital gains tax paid for the gain on sale of investment computed using the cost method of accounting)

		INCOME (LOSS) BEFORE INCOME TAX		(8.21)		40.78				-57%		237%				-120%				→ The 2006 income declined itself by 120%, resulting  to the 2007 consolidated net loss before tax of Php 8.21M

		PROVISION FOR INCOME TAX		(0.16)		(0.01)				-1%		-0%				1650%				→ During 2006, only the parent company has  income tax expense base on MCIT, but during 2007, the subsidiary company has been subjected to MCIT (2% of gross income)

		NET INCOME (LOSS)		(8.37)		40.78				-58%		237%				-121%				→ Over all decline in the consolidated income is the sale of the 90% investment

		EasyCall Communications Phils., Inc. And Subsidiary

		Schedule of (Sales and) Service Income (in million pesos)

		For the Years Ended December 31, 2006 and 2005

										Vertical						Horizontal

				Dec 31.		Dec.31				Analysis						Analysis

				2007		2006				(%to Service Income)						(% Change vs. Prior Year)

		Internet		14.46		17.24				100%						-16%

		Total		14.46		17.24				100%						-16%

		EasyCall Communications Phils., Inc. And Subsidiary

		Schedule of Costs of Services (in million pesos)

		For the Years Ended December 31,2007 and 2006

										Vertical						Horizontal

				Dec 31.		Dec.31				Analysis						Analysis

				2007		2006				(%to Service Income)						(% Change vs. Prior Year)

		COSTS OF SERVICES

		Cost of leaseline subscriptions		7.28		8.35				100%						-13%

		Total		7.28		8.35				100%						-13%





Comparative Trending

		

		(in million pesos)		Dec. 2007		Dec. 2006		Dec. 2005		% Change vs. Prev. Yr.

				One Year		One Year		One Year		This Year		Last Year

		Cost of Services

		Cost of leaseline subscriptions		7.3		8.4		8.9		-12.8%		-18.1%

		Depreciation and amortization				- 0		- 0		- 0		- 0

		Personnel		- 0		- 0		- 0		- 0		- 0

		Charges from affiliates		- 0		- 0		- 0		- 0		- 0

		Communications		- 0		- 0		- 0		- 0		- 0

		Rental		- 0		- 0		- 0		- 0		- 0

		Repairs and maintenance		- 0		- 0		- 0		- 0		- 0

		Travel		- 0		- 0		- 0		- 0		- 0

		Others		- 0		- 0		- 0		- 0		- 0

		Attributable to discontinued operations		- 0		- 0		- 0		- 0		- 0

		Sub-total		7.28		8.4		8.9		-12.8%		-18.1%

		General and Administrative

		Personnel		2.41		2.4		7.1		-1.2%		-66.1%

		Depreciation and amortization		0.18		0.2		5.8		2.3%		-96.8%

		Rental		0.13		0.1		1.4		33.5%		-90.5%

		Travel		0.21		0.2		1.0		24.2%		-78.8%

		Communications		0.50		0.4		0.4		11.8%		24.6%

		Taxes and licenses		5.08		0.2		0.5		2362.1%		915.6%

		Professional fees		0.29		0.3		0.6		14.2%		-50.9%

		Management and consultancy fees		2.89		3.0		0.6		-4.8%		382.0%

		Repairs and maintenance		0.86		0.1		0.1		1353.1%		764.5%

		Utilities		0.02		0.0		0.3		-63.1%		-94.0%

		Provision for probable losses		- 0		- 0		4.2		0.0%		-100.0%

		Miscellaneous - net		- 0		1.4		1.5		-100.0%		-100.0%

		Loss on sale of investment		26.54		- 0		- 0		0.0%		100.0%

		Lawsuit settlements		17.42		- 0		- 0		0.0%		100.0%

		Sub-total		56.55		8.35		23.50		577.3%		140.6%

		TOTAL		63.84		16.7		32.4		282.2%		-48.4%
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		EasyCall Communications Phils., Inc. And Subsidiary

		Consolidated Balance Sheets (in million pesos)

		As of December 31, 2007 and 2006

										Vertical Analysis						Horizontal Analysis

										(% to Total Assets)						(% Change)				Causes of Material Changes

				2007		2006				2007		2006				2007

		ASSETS

		Current Assets

		Cash		43.0		1.0				57%		1%				4269.2%				→ The significant increase in cash came mainly from the sale of investment in ePerformax with a selling price of Php 70M, reduced by capital gains tax & documentary stamps tax and settlements of some major obligations

		Receivables- net		5.1		5.0				7%		6%				1.5%

		Prepaid Expenses and other current assets		0.8		0.7				1%		1%				16.6%				→ Recognition of unused or unapplied creditable withholding tax, and prepayment to APNIC subscription

				48.9		6.7				65%		8%				631.2%

		Noncurrent assets classified as held for sale		2.1		2.1				3%		3%				0.0%

		Total Current Assets		51.0		8.8				68%		11%				481.3%

		Noncurrent Asstes

		Investments		23.73		70.0				32%		89%				-66.10%				→ The major decline in the investment is due to the sale of 90% investment in ePerformax to GEBSI

		Property and Equipment- net		0.11		0.30				0%		0%				-62.3%				→ Basically, depreciation for the year

		Total Noncurrent Assets		23.8		70.3				32%		89%				-66.1%

		TOTAL ASSETS		74.8		79.1				100%		100%				-5.4%

		LIABILITIES AND STOCKHOLDERS' EQUITY

		(CAPITAL DEFICIENCY)

		Current Liabilities

		Accounts Payable and accrued expenses		15.54		17.9				21%		23%				-13.2%				→ Settlement of large obligations to telco suppliers and to other creditors

		Payable to related parties		21.67		16.74				29%		21%				29.4%				→ Came principally from GEBSI's advances to the parent company to support the latter's major settlement of obligations, added by payable to TESI for management fees

		Total Current Liabilities		37.21		34.65				50%		44%				7.4%

		Noncurrent Liability

		Retirement benefit obligation				0.3				0%		0%				-100.0%				→ Fully settled in 2007 (Full contribution to the retirement fund)

				-0		0.3				0%		0%				-100.0%

		Equity (Capital Deficiency)

		Capital Stock		91.9		91.9				123%		116%				0.0%

		Deposits for future stock subscriptions		22.3		22.3				30%		28%				-0.0%

		Share in CTA		2.2		0.4				3%		1%				420.4%				→ Increase in the recognized CTA of the associate, ePerformax

		Deficit		(78.89)		(70.5)				-105%		-89%				11.9%				→ 2007 resulted to a consolidated loss, thereby increasing the deficit

		Total Equity (Capital Deficiency)		37.6		44.2				50%		56%				-14.9%

		TOTAL LIABILITES AND EQUITY

		(CAPITAL DEFICIENCY)		74.8		79.1				100%		100%				-5.4%
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		EasyCall Communications Phils., Inc. And Subsidiary

		Consolidated Statements of Income (in million pesos)

		For the Years Ended December 31, 2007 and 2006

										Vertical Analysis						Horizontal  Analysis				Causes of Material Changes

										(%to Service Income)						(% Change vs. Prior Year)				(With 5% as a threshold)

				2007		2006				2007		2006				2007

		SERVICE INCOME		14.46		17.24				100%		100%				-16%				→Due to loss of some leasedline and DSL accounts and the continous drop of dial up business

		COSTS OF SERVICES (a)		7.28		8.35				50%		48%				-13%				→Decrease in revenue is higher than the decrease in direct cost due to the lost of revenue accounts with no corresponding costs (Riscuity-SS)

		GROSS INCOME (LOSS)		7.17		8.88				50%		52%				-19%				→Mainly due to the decrease in revenues

		GENERAL & ADMINISTRATIVE (b)		(56.56)		(8.35)				-391%		-48%				577%				→These expenses incurred during 2007 represent the loss incurred on the sale of investment (computed using the equity method of accounting) NTC supervision and regulation fees (SRF) and taxes and licenses (Capital gains tax paid for the gain on sale of in

		EQUITY IN NET EARNINGS OF AN ASSOCIATE		40.01		39.79				277%		231%				1%

		OTHER INCOME		1.15		0.46				8%		3%				150%				→ The reduction was due to mainly to decline in manpower related costs, communication expenses, rent and utilities expenses.

		GAIN ON SALE OF INVESTMENTS																		→ This is solely the result of the sale of 90% investment in ePmax

		DIVIDEND INCOME																		→ Stock dividends declared by ePerformax during the year which were then converted into cash dividends

		INCOME (LOSS) FROM CONTINUING OPERATIONS		(8.21)		40.78				-57%		237%				-120%				→ This is due to major expenses during the year such as the loss incurred on the sale of investment (computed using the equity method of accounting) NTC supervision and regulation fees (SRF) and taxes and licenses (Capital gains tax paid for the gain on s

		INCOME (LOSS) BEFORE INCOME TAX		(8.21)		40.78				-57%		237%				-120%				→ The 2006 income declined itself by 120%, resulting  to the 2007 consolidated net loss before tax of Php 8.21M

		PROVISION FOR INCOME TAX		(0.16)		(0.01)				-1%		-0%				1650%				→ During 2006, only the parent company has  income tax expense base on MCIT, but during 2007, the subsidiary company has been subjected to MCIT (2% of gross income)

		NET INCOME (LOSS)		(8.37)		40.78				-58%		237%				-121%				→ Over all decline in the consolidated income is the sale of the 90% investment

		EasyCall Communications Phils., Inc. And Subsidiary

		Schedule of (Sales and) Service Income (in million pesos)

		For the Years Ended December 31, 2006 and 2005

										Vertical						Horizontal

				Dec 31.		Dec.31				Analysis						Analysis

				2007		2006				(%to Service Income)						(% Change vs. Prior Year)

		Internet		14.46		17.24				100%						-16%

		Total		14.46		17.24				100%						-16%

		EasyCall Communications Phils., Inc. And Subsidiary

		Schedule of Costs of Services (in million pesos)

		For the Years Ended December 31,2007 and 2006

										Vertical						Horizontal

				Dec 31.		Dec.31				Analysis						Analysis

				2007		2006				(%to Service Income)						(% Change vs. Prior Year)

		COSTS OF SERVICES

		Cost of leaseline subscriptions		7.28		8.35				100%						-13%

		Total		7.28		8.35				100%						-13%





Comparative Trending

		

		(in million pesos)		Dec. 2007		Dec. 2006		Dec. 2005		% Change vs. Prev. Yr.

				One Year		One Year		One Year		This Year		Last Year

		Cost of Services

		Cost of leaseline subscriptions		7.3		8.4		8.9		-12.8%		-18.1%

		Depreciation and amortization				- 0		- 0		- 0		- 0

		Personnel		- 0		- 0		- 0		- 0		- 0

		Charges from affiliates		- 0		- 0		- 0		- 0		- 0

		Communications		- 0		- 0		- 0		- 0		- 0

		Rental		- 0		- 0		- 0		- 0		- 0

		Repairs and maintenance		- 0		- 0		- 0		- 0		- 0

		Travel		- 0		- 0		- 0		- 0		- 0

		Others		- 0		- 0		- 0		- 0		- 0

		Attributable to discontinued operations		- 0		- 0		- 0		- 0		- 0

		Sub-total		7.28		8.4		8.9		-12.8%		-18.1%

		General and Administrative

		Personnel		2.41		2.4		7.1		-1.2%		-66.1%

		Depreciation and amortization		0.18		0.2		5.8		2.3%		-96.8%

		Rental		0.13		0.1		1.4		33.5%		-90.5%

		Travel		0.21		0.2		1.0		24.2%		-78.8%

		Communications		0.50		0.4		0.4		11.8%		24.6%

		Taxes and licenses		5.08		0.2		0.5		2362.1%		915.6%

		Professional fees		0.29		0.3		0.6		14.2%		-50.9%

		Management and consultancy fees		2.89		3.0		0.6		-4.8%		382.0%

		Repairs and maintenance		0.86		0.1		0.1		1353.1%		764.5%

		Utilities		0.02		0.0		0.3		-63.1%		-94.0%

		Provision for probable losses		- 0		- 0		4.2		0.0%		-100.0%

		Miscellaneous - net		- 0		1.4		1.5		-100.0%		-100.0%

		Loss on sale of investment		26.54		- 0		- 0		0.0%		100.0%

		Lawsuit settlements		17.42		- 0		- 0		0.0%		100.0%

		Sub-total		56.55		8.35		23.50		577.3%		140.6%

		TOTAL		63.84		16.7		32.4		282.2%		-48.4%






