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July 26, 2007 - 2:30 pm
Basement Mini Theater, Lopez Building

Manila Electric Company
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The information contained herein is necessarily based upon a 
number of assumptions and estimates that are inherently subject to 
significant business, economic and competitive uncertainties and
contingencies, many of which are beyond Meralco ’s control and 
upon assumptions with respect to future business decisions which
are subject to change.  

Accordingly, Meralco cannot provide an assurance that these 
results will be realized.  The prospective financial and other 
information may vary materially from actual results.  Meralco
makes no representation that these results will be achieved. 
Investors should not place undue reliance on the prospective 
financial and other information contained herein.
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� Energy Sales, Average Retail Rates, System 
Loss & System Performance
� Roberto R. Almazora, FVP & Head,                      

Customer Retail Services

� Regulatory Updates
� Ivanna G. Dela Peña, VP & Head, Utility Economics

� Financial Highlights
� Daniel D. Tagaza, EVP & Head, Finance
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Total energy sales in the second 
quarter of 2007 increased 4.61% 
to 6,800 GWH over the same 
period in 2006. 
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Total energy sales in the first         
half of 2007 increased 4.2% 
to 12,839 GWH over the same 
period in 2006. 
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Average 
June 
2006

Average 
June 
2007

% to 
total 
bill

Average 
Residential

Average 
Commercial

Average 
Industrial

Generation 4.90 4.76 59% 4.76 4.79 4.74
Transmission 0.93 0.91 11% 0.92 1.01 0.75
Meralco Charges 1.08 1.01 13% 1.91 0.69 0.32
System Loss 0.66 0.64 8% 0.78 0.62 0.48
Subsidies 0.01 0.01 -0.14 0.09 0.09
Taxes/Univrsal Chrge 0.78 0.73 0.91 0.74 0.51

Total 8.36 8.06 100% 9.12 7.94 6.89

9%

MERALCO AVE. RATE BREAKDOWN
(AS OF JUNE 2007, P/KWH)

The overall average rate in June 2007 declined 3.6%  to 
P8.06/KWH compared to its level a year ago.  This 
reduction was largely due to the decrease in genera tion 
and Meralco charges (collection of CERA suspended).
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Notes:                                                          
1)  WESM Commercial Operations began on June 23, 20 06           
2)  Transition Supply Contract (TSC) with NPC signe d on Nov 16, 2006                                                            
3)  Shell-Malampaya Natural Gas Facility Maintenance  Outage from Nov 22 – Dec 17, 2006                                    
4)  WESM and NPC costs include GRAM & ICERA
5)  June 2007 values are based on  preliminary WESM  bill

IPP PPC continued to be lower than that of WESM and  NPC due to 
high dispatch since WESM commercial operations in J une 2006 and 
lower transmission costs.
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Gen Trans  PPC Gen Trans  PPC Gen Trans  PPC Gen Trans  PP C Gen Trans  PPC

Jun 2006 5.06 1.00 6.06 8.21 1.57 9.78 4.67 0.63 5.30 4.60 0.57 5.17

Jul 2006 3.98 1.23 5.20 4.45 0.72 5.17 4.63 0.64 5.27 4.39 0.53 4.92

Aug 2006 4.77 1.35 6.11 4.49 0.74 5.23 4.58 0.60 5.18 4.46 0.54 5.00

Sept 2006  7.10* 1.29 8.40 3.96 0.63 4.59 4.46 0.59 5.05 4.48 0.58 5.07

  4.10** 1.29 5.39

   5.20*** 1.29 6.49

Oct 2006  9.42* 1.38 10.80 6.35 1.29 7.64 4.57 0.60 5.16 4.77 0.65 5.42

  3.85** 1.38 5.23

   5.21*** 1.38 6.59

Nov 2006 7.05 1.32 8.37 5.25 1.17 6.42 3.93 0.63 4.56 4.69 0.58 5.28 4.74 0.56 5.30

Dec 2006 10.76 1.19 11.95 4.94 1.35 6.29 4.15 0.65 4.80 5.40 0.65 6.05 5.34 0.60 5.94

Jan 2007 3.88 1.72 5.60 5.75 1.42 7.17 4.30 0.72 5.02 4.50 0.64 5.13 4.35 0.54 4.89

Feb 2007 5.27 1.68 6.95 5.96 1.52 7.48 3.91 0.66 4.56 4.34 0.65 4.99 4.17 0.55 4.73

Mar 2007 6.81 1.47 8.28 5.98 1.43 7.41 4.10 0.69 4.79 4.79 0.82 5.61 4.31 0.59 4.90

Apr 2007 9.41 1.26 10.67 5.78 1.23 7.01 4.03 0.70 4.73 4.31 0.72 5.03 3.94 0.54 4.48

May 2007 7.85 1.34 9.19 5.65 1.32 6.97 3.57 0.59 4.16 3.87 0.59 4.46 3.95 0.61 4.56

Jun 2007 7.80 1.06 8.86 5.67 1.03 6.7 6.567 1.327 7.894 4.17 0.74 4.91 3.79 0.54 4.33

SanLoWESM NPC QPPL Sta. Rita 
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Higher IPP dispatch in the second quarter & first s emester 
compared to last year

Month QPPL
SAN 

LORENZO STA RITA
IPP Ave per 

month

April-06 78% 67% 69% 70%
May-06 79% 78% 79% 79%
June-06 34% 85% 82% 72%

Month QPPL
SAN 

LORENZO STA RITA
IPP Ave per 

month

April-07 77% 96% 75% 81%
May-07 94% 87% 95% 93%
June-07 40% 94% 72% 70%

* Low June 2007 dispatch for QPPL due to plant main tenance

2QTR06/1H06

2QTR07/1H07

Ave (2QTR06) 64% 76% 77% 74%
Ave (1H06) 69% 75% 73% 73%

Ave (2QTR07) 70% 92% 81% 81%
Ave (1H07) 77% 92% 79% 82%
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The Transition Supply Contract or TSC was 
signed by  Meralco and NPC and witnessed by 
the Department of Energy (DOE) on November 
16, 2006.

On July 19, 2007 , an addendum to the TSC was 
signed to increase the original annual contract 
energy volume by 1,020 gWh (to 7,666 gWh).

The increase in volume shall:
• Cover growing power requirements
• Facilitate privatization of NPC 

power plants by making them more 
attractive to prospective bidders

• Further shield customers from the 
volatility of  WESM prices  
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• 2nd Qtr 2007 System Loss apparent increase to 11.71% from 11.35% for 

the same period in 2006
• YTD June 2007 improvement to 11.40% from 11.70% in June 2006
• 12-MMA improvement to 9.98% as of June 2007 from 10.05% in 2006

�����

���

�����

�����

� 	

 �

� �
� 	


� �
�

� 	 � �
� �

� � � �
� �

� � �
� �

�
� � � � �

�
� � � �

� �
� �


 � �
�

� � �
� �

�
�

� �
� �

�
� � � �

� �
�

�  �
� �

� 	

 � �

�

9.98%

10.05%

12-MMA System Loss 
(from June 2006 to June 2007) (2QTR & 1H - 2006 vs 2007)

% System Loss
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• Unrelenting campaign against illegal connections & pilferers

� 8,849 registered services & 102 persons apprehended.

� P208 million in unbilled consumption recovered.

� 26,470 kilos of wire confiscated.

• 28.91% increase in share of primary-metered sales
� vs. 28.48% share in the same period of 2006
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System reliability (IFR) and system availability (C IT) fell 40.57% to 
3.95 times and 25.09% to 3.34 hours, respectively, due to pre-
arranged power interruptions needed for maintenance  jobs.
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1st Half 2007 System Reliability (IFR) and Availability  (CIT) also 
declined by 27.04% and 16.97%, respectively.
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• Resumption of automatic generation & 
system loss charge adjustments

• Updates: distribution rate cases
• Status of rate petition under performance-

based regulation (PBR)
• Motion to withdraw the 14.76-¢/kWh rate 

petition

• Approval of Meralco’s Time of Use 
Application

�"������"������"������"������"������"������"������"�����
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• Further, ERC’s June 28, 2007 Order directed Meralco to:
– “comply with the provisions of the Automatic Adjustment of 

Generation Rates and System Loss Rates by Distribution Utilities
(AGRA) Guidelines ... for purposes of generation rate and system
loss rate adjustments …”

June 7 JCPC approves amendments to Rules 3 & 18 of the EPIRA IRR 

June 21 DoE issues circular, promulgating amendments to EPIRA IRR 

June 23 Publication of DoE Circular 

June 26 Amendments take effect 

June 27 Filing of DoE Circular with UP-ONAR 

June 28 ERC lifts September 1, 2006 Order 

 

Resumption of automatic adjustmentsResumption of automatic adjustments



��

• July 2007 rates reflect June supply month costs, which 
were mainly influenced by
– Continued high WESM prices
– Increased share of supply from WESM and lower dispatch levels 

of IPP’s due to scheduled outages of Quezon Power and of one 
of the four modules of First Gas-Sta. Rita

(in P/kWh) June* July Increase
Generation Charge 4.6904 5.6764 0.9860
System Loss Charge
    RGS, GHMS, FS 0.7682 0.9005 0.1323

0.3206 0.3758 0.0552    34.5-kV NIS/IS

*  June figures are total of base generation/system loss charges & corresponding differential amounts

July 2007 Generation & System Loss ChargesJuly 2007 Generation & System Loss Charges
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Addressing accumulated underAddressing accumulated under --recoveriesrecoveries

• Resumption of automatic adjustments prevents further build-up of 
generation cost under-recoveries
• Estimated at P13.4 billion (end-May 2007)

• To address accumulated under-recoveries, Meralco has asked ERC 
to promptly resolve the ten pending petitions for generation rate 
adjustments
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Milestone $��3
��� � Timetable 

Release of Draft 
Determination � � May 16, 2007 

Deadline for written 
comments � � June 15 

Posting on ERC website of 
consolidated comments  � � June 22 

Public consultation � � June 26 

Release of Final 
Determination � August 31 

Implementation of PBR-
based tariffs � - to be announced - 

 

On On Meralco’s Meralco’s PBRPBR--basedbased rate petitionrate petition
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• Last July 13, 2007, Meralco filed a motion to withdraw its 
petition for a 14.76-¢/kWh distribution rate adjustment

• According to the motion:
– ERC has yet to set 14.76-¢/kWh rate petition for hearing of 

intervenors’ evidence, though Meralco already concluded its 
presentation of evidence last August 2006

• 14.76-¢/kWh rate petition, filed in May 2005, was supposed to be 
Meralco’s final RORB petition prior to entering PBR

– Proceedings on the PBR-based petition are already concluded 
and awaiting ERC’s Final Determination, scheduled for August 31, 
2007

– 14.76-¢/kWh application will be rendered moot and academic by a 
decision on the PBR-based petition

• Meanwhile, last July 11, NASECORE filed a motion 
asking ERC to resume proceedings on the petition

On the 14.76On the 14.76 --¢¢/kWh rate petition/kWh rate petition
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• In an Order dated June 27, 2007, ERC 
provisionally approved Meralco’s proposed 
time-of-use (TOU) Retail Rates to end-users
– Previously, in its April 13, 2005 Decision approving 

NPC’s tariff increase, ERC also directed all DU’s to 
file TOU tariffs

– While other distribution utilities have also filed 
proposed retail TOU rates, Meralco’s application is 
the first to be provisionally approved and will be used 
as a model for subsequent rulings by the regulator

Approval of Approval of Meralco’sMeralco’s retail TOU applicationretail TOU application
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Highlights of Meralco’s TOU proposal
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� Realized net income of P1.81 billion from P1.12 
billion in the same period in 2006 mainly due to:

��� ��� �
.��4���4����� ��� �
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For the 2nd quarter of 2007

• 4.6% sales growth to 6,800 gWh, and

• Removal of the provisioning for probable losses 
related to the unbundling rate case,

� P12.84 billion positive balance in Unappropriated 
Retained Earnings recovering from a deficit of P918  
million in 2006.
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For the Quarters Ended  June 30, 2007 and 2006 (Amounts in Million Pesos)

2007 2006 % Change

REVENUES 59,193       47,892        23.6

EXPENSES (INCOME)
    Purchased power 50,125       39,438        27.1
    Operations and maintenance 3,728         2,434          53.1
    Provision for probable losses -             1,605          (100.0)
    Depreciation and amortization 1,194         1,094          9.1
    Interest and other financial charges - net 1,308         1,298          0.8
    CERA II revenues -             (654)            (100.0)
    Foreign exchange losses - net -             654             (100.0)
    Interest and other financial income (186)           (235)            (21.2)
    Present value impact on customers' refund 183            378             (51.7)
    Provision for probable losses on
          disallowed receivables 49              55              (11.2)
    Taxes other than income tax 26              159             (83.6)

56,427       46,226        22.1

INCOME BEFORE INCOME TAX 2,765         1,666          66.0
Provision for income tax 956            551             73.5
 
NET INCOME 1,810         1,115          62.3
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For the 6-months Ended  June 30, 2007 and 2006 (Amounts in Million Pesos)

2007 2006 % Change

REVENUES 107,392      89,506        20.0

EXPENSES (INCOME)
    Purchased power 92,848       76,275        21.7
    Operations and maintenance 6,561         4,781          37.2
    Provision for probable losses -             3,031          (100.0)
    Depreciation and amortization 2,232         2,158          3.5
    Interest and other financial charges - net 1,954         2,222          (12.1)
    CERA II revenues -             (1,003)         (100.0)
    Foreign exchange losses - net -             1,003          (100.0)
    Interest and other financial income (381)           (510)            (25.4)
    Present value impact on customers' refund 457            756             (39.6)
    Provision for probable losses on
          disallowed receivables 100            110             (8.7)
    Taxes other than income tax 58              231             (75.1)

103,829      89,053        16.6

INCOME BEFORE INCOME TAX 3,562         453             686.4
Provision for (benefit from) income tax 1,221         86              1321.2
 
NET INCOME 2,341         367             537.9
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As of  June 30, 2007 and 2006 (Amounts in Million Pesos)

2007 2006 % Change
ASSETS

Utility plant and others - net 94,806      92,430      2.6
Other noncurrent assets 30,880      15,945      93.7
Total noncurrent assets 125,686    108,375    16.0

Current assets 45,542      43,089      5.7

Total Assets 171,228    151,464    13.0

EQUITY AND LIABILITIES

Stockholders' Equity 47,394      33,044      43.4

Non current liabilities 68,194      83,795      (18.6)
Current liabilities 55,639      34,625      60.7
Total liabilities 123,833    118,420    4.6

Total Equities and Liabilities 171,228    151,464    13.0
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For the Quarters Ended June 30, 2007 and 2006 (Amounts in Million Pesos)

2007 2006 % change

CASH BALANCE, BEGINNING (Apr 1) 3,793             11,912           (68.2)

CASH FLOWS FROM OPERATING ACTIVITIES

    Operating and other income 4,434             4,552             (2.6)

    Depreciation and amortization 1,194             1,094             9.1

    Increase (decrease) in other assets

    and liabilities (2,784)            (1,431)            94.5

Net Cash from Operations 2,844             4,216             (32.5)

Add :   Equity issues -                -                0.0

           Short-term borrowings 2,000             -                -           

           Long-term borrowings -                -           

TOTAL SOURCES OF FUNDS 4,844             4,216             14.9

Less :   Short-term debt service -                -                -           

            Long-term debt service 49                 4,455             100.0

            Other interest expense 1,670             1,378             21.2

            Total Debt Service 1,719             5,833             (70.5)

            Unrecoverable purchased power 1,097             776                41.3

            Capital expenditures 2,302             1,088             111.5

            Preferred equity redemptions 20                 24                 (19.5)

            Refund to customers 331                2                   14701.7

TOTAL USES OF FUNDS 5,469             7,725             (29.2)

NET DECREASE IN CASH (625)               (3,509)            (82.2)

CASH BALANCE, END  (June 30) 3,169             8,403             (62.3)
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For the 6-months Ended June 30, 2007 and 2006 (Amounts in Million Pesos)

2007 2006 % change

CASH BALANCE, BEGINNING (Jan 1) 4,960            13,722           (63.9)

CASH FLOWS FROM OPERATING ACTIVITIES

    Operating and other income 6,425            5,202            23.5

    Depreciation and amortization 2,232            2,158            3.5

    Increase (decrease) in other assets

    and liabilities (4,975)           (1,498)           232.2

Net Cash from Operations 3,682            5,862            (37.2)

Add :   Equity issues -                -                0.0

           Short-term borrowings 4,000            -                -          

           Long-term borrowings -                -          

TOTAL SOURCES OF FUNDS 7,682            5,862            31.0

Less :   Short-term debt service 250               -                100.00     

            Long-term debt service 49                 4,740            100.0

            Other interest expense 2,275            2,501            (9.0)

            Total Debt Service 2,575            7,241            (64.4)

            Unrecoverable purchased power 1,592            1,748            (8.9)

            Capital expenditures 3,597            2,146            67.6

            Preferred equity redemptions 33                 39                 (14.7)

            Refund to customers 671               8                   8340.7

            Dividends - Common 1,006            -                100.0

TOTAL USES OF FUNDS 9,473            11,181           (15.3)

NET DECREASE IN CASH (1,791)           (5,319)           (66.3)

CASH BALANCE, END  (June 30) 3,169            8,403            (62.3)
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As of June 30, 2007 and 2006
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2007 2006

• 2nd Qtr CAPEX 
increased by 111.5%

• YTD CAPEX 
increased by 67.6% 
over last year’s 
amount of P2.15 
billion.

• Areas of concern

• customer growth,

• correction of 
overloaded facilities

• satisfying customer 
service requirements

• reducing system 
loss.
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As of June 30, 2007 and 2006

Foreign Local Total Foreign Local Total
Long Term 0.26 12.15 12.41 11.92 3.38 15.3
Short Term 3.75 3.75

Total 0.26 15.9 16.16 11.92 3.38 15.3
1.6% 98.4% 100.0% 77.9% 22.1% 100.0%

2007 2006
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For the quarter ended June 30, 2007


