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Financials

Distribution Revenue:

3Q 2008: P6.64 billion, at par with its 2007 level

YTD 2008: P19.49 billion, up from P19.39 billionin 2007
Net Income:

3Q 2008: Net income of P334 million, from P460 mill  ion
last year due to -

Net effect of P2.52 billion provision for probable losses on generation cost
disallowance and net over-recovery of P1.2 billion in transmission charges

YTD 2008: Net income of P2.81 billion, up from P2.8 0O
billion in 2007

Without the effect of the provision for probable lo sses on
generation cost disallowance and over-recovery in
transmission charges, net income would have been:

3Q 2008: P1.22 billion -
YTD 2008: P3.54 billion (annualized RORB: 6.3%) -
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Energy Sales

3Q 2008 : Increase of 1.4% to 6,919gwh
YTD 2008: Increase of 1.7% to 19,987gwh

System Loss

3Q 2008: Improvement to 9.17% from 9.71% in
2007

YTD 2008: Improvement to 10.24% from 10.94%
In 2007

12MMA: Improvement to 9.47% from 10.11% in .
2007 Lgim,
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Quality of Service

3Q 2008:

System reliability (IFR) improved by 21% to 2.33ti  mes
from 2.96 times in 2007

System availability (CIT) also improved by 32% to 2 .01
hours only from 2.94 hours in 2007

YTD 2008:

System reliability gained by 1.4% to 9.22 timesfro m 9.35
times in 2007

System availability, however, dipped to 10.78 hours frqﬁ’ -;,H- .

= -

8.12 hours in 2007 =,

—
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Average Purchased Power Cost or PPC

(generation & transmission costs)

September 2007
September 2008
YTD September 2007
YTD September 2008

: P5.44/kwh
: P5.52/kwh

P6.12/kwh
P5.46/kwh
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Average Retail Rate
September 2007 . P8.00/kwh
September 2008 . P7.49/kwh
YTD September 2007: P8.23/kwh
YTD September 2008: P7.65/kwh
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e 3 Qtr 2008 System Loss improved to 9.17% from 9.71% in the same
period last year

 YTD Sept. 2008 also improved to 10.24% from 10.94% in 2007

o 12-MMA, likewise, to 9.47% as of Sept. 2008 from 10.11% in 2007

% System Loss 12-MMA System Loss
(3Q & YTD - 2007 vs 2008) (from Sept. 2007 to Sept. 2008)
10.11%

‘07 ‘08 ‘07 ‘08
# $966, %
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e Continuous process improvements in distribution &
customer services

* Non-stop operations against electricity theft

» Support of government agencies:
DILG
LGUs
Bureau of Fire Protection
PNP
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3Q 2008 system reliability (IFR) and availability (CIT) improved to
2.33 from 2.96 times and to 2.01 from 2.94 hours, respectively.
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YTD Sept 2008 IFR improved to 9.22 from 9.35 times, but
CIT increased to 10.78 from 8.12 hrs due to the effects of
typhoon Frank in June.
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Energy sales rose by 1.4% to
6,919 GWH despite inflationary

pressures
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COMPARISON OF KILOWATT-HOUR SALES

For the quarters ended September 30, 2008 and 2007
(In million kKWh)
Customer Class 2008 2007 % Change
Industrial 1,978.94 1,903.00 4.0%|| T
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For the 31 Quarter of 2008, 13 self-generating customers
transferred 52.8MW of load to the Meralco grid, add
sales.

to the company’s energ

Ing 52.8 gwh
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Transfer of self-generating customers to the Meralc 0
grid will continue until the 1 st half of 2009

EXPECTED NEW CONNECTIONS

Customer MW Load Target Date
Wyeth 5.00 Dec 2008
Rohm Electronics 12.00 March 2009
Carmelray Ind'l Park 2 17.00 March 2009
JG Summit Petrochem Corp 20.00 July 2009
TOTAL 54.00

Self-generating customers connected to the grid and expected

to take more of their loads from the distribution n etwork
*Republic Cement

*Republic Asahi

*TDK
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COMPARISON OF KILOWATT-HOUR SALES

For the quarters ended September 30, 2008 and 2007
(In million kwh)
Customer Class 2008 2007 % Change
Commercial 2,696.56 2,626.28 2.7%| [I
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COMPARISON OF KILOWATT-HOUR SALES

For the quarters ended September 30, 2008 and 2007
(In million KWh)
Customer Class 2008 2007 % Change
Residential 2,208.50 2,258.39 -2.2%|| B
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MERALCO
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PPC increased 1.5% to P5.52/kwh for the month of
September 2008 compared to the same period last yea .
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MERALCO
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YTD PPC dropped 10.8% to P5.46/kwh in 2008 due to | ower
overall generation and transmission costs.
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AVERAGE MONTHLY RETAIL RATES 2
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For the Quarters Ended September 30, 2008 and 2007

(Amounts in Million Pesos)
- ]
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2008 2007 % Change
REVENUES 47,722 48,496 (1.6)
EXPENSES (INCOME)
Purchased power 40,203 44,110 (8.9)
Operations and maintenance 2,891 2,248 28.6
Provision for probable losses 2,519 - 100.0
Depreciation and amortization 1,059 1,074 (1.3)
Interest and other financial charges - net 699 697 0.3
Interest and other financial income (507) (673) (24.6)
Present value impact on customers' refund 211 274 (22.8)
Various Provisions - 48 (100.0)
Taxes other than income tax 23 27 (16.2)
47,098 47,806 (1.5)
INCOME BEFORE INCOME TAX 624 690 (9.6)
Provision for income tax 290 230 25.8
NET INCOME 334 460 (27.4)
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For the 9-months Ended September 30, 2008 and 2007 (Amounts in Million Pesos)
|

2008 2007 % Change
REVENUES 140,473 155,887 (9.9)
EXPENSES (INCOME)
Purchased power 118,910 136,958 (13.2)
Operations and maintenance 9,476 8,809 7.6
Provision for probable losses 2,519 - 100.0
Depreciation and amortization 3,208 3,306 (3.0)
Interest and other financial charges - net 2,321 2,547 (8.9)
Foreign exchange losses - net 6 13 (54.2)
Interest and other financial income (977) (1,053) (7.3)
Present value impact on customers' refund 634 822 (22.8)
Various Provisions 102 148 (31.1)
Taxes other than income tax 120 85 40.9
136,319 151,635 (10.1)
INCOME BEFORE INCOME TAX 4,153 4,252 (2.3)
Provision for income tax 1,343 1,451 (7.5)
NET INCOME 2,810 2,801 0.3
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MERALCO

As of September 30, 2008 and 2007 (Amounts in Million Pesos) e ihvanag ang buhay
2008 2007 % Change
ASSETS
Utility plant and others - net 96,454 94,885 1.7
Other noncurrent assets 34,557 37,152 (7.0)
Total noncurrent assets 131,011 132,037 (0.8)
Current assets 37,999 37,990 0.0
Total Assets 169,009 170,027 (0.6)
EQUITY AND LIABILITIES
Stockholders' Equity 51,147 47,854 6.9
Non current liabilities 71,777 73,542 (2.4)
Current liabilities 46,085 48,632 (5.2)
Total liabilities 117,862 122,173 (3.5)
Total Equities and Liabilities 169,009 170,027 (0.6)
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(Amounts in Million Pesos) may liwanag ang buhay

%

2008 2007 % change
CASH BALANCE, BEGINNING (Jul 1) 3,741 3,169 18.1
CASH FLOWS FROM OPERATING ACTIVITIES
Operating and other income 3,631 1,508 140.8
Depreciation and amortization 1,059 1,074 (1.3)
INncrease (decrease) in other assets - -
and liabilities (3,773) (3,068) 23.0
Net Cash from Operations o018 486) 288.7
Add : Equity issues - - -
Short-term borrowings 1,500 1,365 -
Long-term borrowings - - -
TOTAL SOURCES OF FUNDS 2,418 879 175.2
Less : Short-term debt service 1,827 658 177.76
Long-term debt service 490 247 (25.5)
Other interest expense 14 14 1.5
Total Debt Service 2,331 919 153.7
Unrecoverable purchased power - 42 (100.0)
Capital expenditures 1,669 1,344 24 .2
Preferred equity redemptions 69 27 155.3
Refund to customers 407 1,007 (59.6)
Dividends - Preferred - - 0.0
Dividends - Common - - 0.0
TOTAL USES OF FUNDS 4,476 3,340 34.0
NET DECREASE IN CASH (2,058) (2,461) (16.4)
CASH BALANCE, END (September 30) 1,683 708 137.8




.Y
=

| ]

-, ‘3’-‘%“-;:;:'

+ 2% + +

Egr the o- ths Fnded September 30, 2008 and 2007 (Amounts in Million Pesos) may liwanag ang buhay
2008 2007 %0 change
CASH BALANCE, BEGINNING (Jan 1) 4,062 5,866 (30.8)
CASH FLOWS FROM OPERATING ACTIVITIES
Operating and other income 9,276 8,286 12.0
Depreciation and amortization 3,208 3,306 (3.0)
Increase (decrease) in other assets
and liabilities (2,543) (10,437) (75.6)
Net Cash from Operations 9,942 1,154 761.4
Add : Equity issues - - -
Short-term borrowings 6,000 5,365 -
Long-term borrowings - -
TOTAL SOURCES OF FUNDS 15,942 6,519 144.5
Less : Short-term debt service 9,140 940 871.9
Long-term debt service 1,487 782 58.2
Other interest expense 62 36 71.1
Total Debt Service 10,689 1,759 507.8
Unrecoverable purchased power 889 1,967 (54.8)
Capital expenditures 4,754 4,940 (3.8)
Preferred equity redemptions 126 60 108.3
Refund to customers 1,329 1,320 0.7
Dividends - Preferred - 625 (100.0)
Dividends - Common 534 1,006 (46.9)
TOTAL USES OF FUNDS 18,321 11,678 56.9
NET DECREASE IN CASH (2,379) (5,159) (53.9)
CASH BALANCE, END (September 30) 1,683 708 137.8
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(in million pesos)
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3rd Qtr CAPEX
iIncreased by 24.2%

YTD CAPEX of P4.74
billion reflected a
decrease of 3.8%
from last year’s
amount of P4.94
billion.

The investments
were primarily used
to address:

e customer load
growth

* replace dilapidated
and obsolete
electrical facilities

*Reduce system
loss
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As of September 30, 2008 and 2007 oo A

(in million pesos)

3001 3rd quarter

250 2008 2007 Y%change

200+ Rockwell Land Corp. 1275 1275 0.0
FPPC 2344 2587 (9.4)

150 GEPMICI 27.3 - 100.0

100 TOTAL 3892 3862 08

50+

O_

2008 2007

@ Rockwell B FPPC B Gepmici
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As of September 30, 2008 and 2007
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Long Term
Short Term

Total

2008 2007
Foreign Local Total Foreign Local Total
0.18 11.40 11.58 0.26 12.17 12.43
7.80 7.80 4.52 4.52
0.18 19.20 19.38 0.26 16.69 16.95
0.94% 99.1%  100.0% 1.5% 98.5%  100.0%
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Generation Charge Under-
Recoveries

CERA Refund

Performance-Based Regulation
(PBR) Rates

Meter Deposit Refund
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On September 3, 2008, ERC released its final
decision on Meralco’s 10 petitions for
reimbursement of generation charge under-
recoveries

Petitions cover the 10-month period during which

the automatic adjustment of generation charges
was suspended (September 2006 to June 2007)

10 petitions were resolved by a single consolidated
decision

Final decision was a follow-on to a January 2008
decision allowing recovery of P8.829 billion in
generation charge under-recoveries
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Additional amount for recovery

Additional Generation Charge for recovery 21.149 billion

Carrying Charges (on P8.8B & P1.1B allowed) £20.813 hillion

Total 21.962 billion
Recovery period 36 months
Rate impact £20.0241 per KWh

Implementation began September 2008 as an addition  to the item
“Previous Months’ Adjustment on Generation Cost”

January 2008 approval P0.1662 per kWh
Additional approved amount 0.0241
Total P0.1903 per kWh

Meralco has formally asked ERC to partially reconsi  der its
decision to disallow recovery of P2.7 billion is WE SM purchases

Meralco was directed to file anew for System Loss C  harge under-
recoveries, after ERC confirms the Transmission Rat e to be used
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Under-
C RElE Period Affected e~ A”OWEd for Remarks/Status
omponent Recovery | Reimbursement

(millions)

Jan 08 decision Disallowed amount

Sept 2006-June - 8,829 M - Portion of WESM

Generation 2007 (when AGRA | R12,679 | Sept 08 decision purchases: £2,701M
was suspended) -R1,149 M - Subject of MR
- P813 (carrying cost)

Transmission Junezzcc))cc));’u-July R5 554 - Hearings completed

Transmission | Jan-Sept 2008 | (R1,396)

Inter-Class June 2003-Sept _
2007 R1,054 _ Hearings completed

| Total | R22,167 | PR10,791 M
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Meralco to refund over-recoveries in the CERA

Mechanism incurred from June 2003 to

December 2006

Particulars Amount (P million)

Actual CERA Collections 7,103.9
Actual FOREX Losses 4,012.3
CERA Ower-recoweries (June 2003 —
Dec 2006) 3,091.6
Carrying Charge (June 2003 — Aug

833.3
2009)
Project 2008 Energy Sales (billion 26.9
kWh) '
Recowery Period (months) 12
CERA Refund (P/kWh) 0.1461

Source: ERC Order on Case No. 2001-900, dated Sept. 26

, 2008
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In October 17, 2008, ERC released its
decision on Meralco’s rate translation
petition under Performance-Based
Regulation (PBR):

More than two years after the filing of

Meralco’s Annual Revenue Requirement
petition on September 1, 2006

16 months after ERC’s original schedule for
commencement of PBR-based tariffs, which

was on July 2007
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Second rate translation filing incorporates
portion of under-recoveries for RY 2008
Maximum Average Price for 2009 (MAP ,,,): P1.3607/kWh
|\/lAP2009=[MAP 2008 X {1 + CVVI2009 - X}] + S2009 _ K2009 + ITA2009

Variable Description Value Remarks
(P/kWh)
MAP 2008 MAP for RY2008 1.1669 : : - L
X smoothing factor (0.0462) As prescribed in MERALCO's Final Determination
CW g Change in Weighted Index for (0.0211) Negative change due to appreciation of Philippine
RY2009 Peso vs. US dollar
S Performance incentive for 0.0066 Derived using formula in Final Determination &
2009 RY2009 actual performance for CY2007*
K Correction factor for over/under 0.1580 Distribution Charge under-recoveries due to
2009 recovery of revenue in RY 2009 delayed implementation of the MAP for RY 2008
ITAsoss _Tax adjustment for corporate 0.0000 As Prescribed in the RDWR sec. 4.2.1,
Income tax ITA2009=0.0000
TOTAL 1.3607

* Only Jul 07-Dec 07 under recoveries are included. Remaining under recoveries for RY 08
(Jan 08 to Jun 08) will be part of RY 2010 filing.
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Estimated bill imEact: Residential S
For 90% of residentials, bill impact is

less than 3.5%

Cumulative
kWh Number of Number of
Usage Customers  %of  Customers %of kWh Total Bill
Bracket Total Usage  Oct 08 Nov 08** % Incr
0-50 730,671 17.7% 730,671 17.7% 50 213.89 221.84 7.95 3.72%
51-70 413,959 10.0% 1,144,630 27.8% 70 391.91 405.11 13.20 3.37%
71-100 619,250 15.0% 1,763,880 42.8% 100 691.66 712.42  20.76 3.00%

101-200 1,236,874 30.0% 3,000,754 72.8% 200 1,756.82 1,798.75 41.93 2.39%
201-300 535,627 13.0% 3,536,381 85.7% 300 2,734.93 2,812.44 77.51 2.83%
301-400 246,775 6.0% 3,783,156  91.7% 400 3,773.60 3,900.65 127.04 3.37%
401-500 119,894 2.9% 3,903,050 94.6% 500 4,996.26  5,215.41 219.15 4.39%

501-600 66,386 1.6% 3,969,436 96.2% 600 5994.39 6,253.73 259.34 4.33%

601-700 41,161 1.0% 4,010,597 97.2% 700 6,997.52 7,297.05 299.53 4.28%

701-800 27,203 0.7% 4,037,800 97.9% 800 8,005.64 8,345.37 339.72 4.24%
801-900 18,717 0.5% 4,056,517 98.3% 900 9,013.77 9,393.69 379.92 4.21%

901-1000 13,576 0.3% 4,070,093 98.7% 1000 10,021.90 10,442.01 420.11 4.19%
> 1000 54,484 1.3% 4,124,577 100.0%

4,124,577  100.0%

** Estimate of Nov. 2008 bill was based on Oct. 2008 rate levels, except for distribution, supply, &
metering charges and the CERA refund
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Estimated bill imgact: Secondarx voltage comm’l & ind’l m
Establishments with 40% or higher

load factors may see a bill reduction

Total Bill
KWh_ Oct-08 Nov-08** Incr. % Incr/(Decr
40 100 4,000 46,307 48,262 1,954.86 4.22%
40 200 8,000 71,225 72,616 1,391.61 1.95%
40 300 12,000 96,142 96,971 828.36 0.86%
100 100 10,000 114,125 116,682 2,557.28 2.24%
100 200 20,000 176,419 177,568 1,149.16 0.65%
100 300 30,000 238,713 238,454 (258.97) (0.11%)
150 100 15,000 170,640 173,699 3,059.30 1.79%
150 200 30,000 264,081 265,028 947.11 0.36%
150 300 45,000 357,521 356,356 (1,165.07) (0.33%)

** Estimate of Nov. 2008 bill was based on Oct. 2008 rate levels, except for distribution, supply, &

metering charges and the CERA refund
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Primary metered establishments will

generally experience a bill reduction

Total Bill
Oct-08 Incr_ % Incr/(Decr)
2,000 200 400,000 3,326,603.36 3,330,599.39 3,996.03 0.12%
2,000 400 800,000 5,611,226.67 5,558,755.85 (52,470.82) (0.94%)
2,000 600 1,200,000 7,728,360.70 7,619,423.03  (108,937.67) (1.41%)
5000 200 1,000,000 8,314,865.47 8,283,754.09 (31,111.38) (0.37%)
5000 400 2,000,000 14,026,423.75 13,854,145.25 (172,278.51) (1.23%)
5,000 600 3,000,000 19,319,258.83 19,005,813.20 (313,445.63) (1.62%)
7,500 200 1,500,000 12,471,750.56 12,411,383.01 (60,367.55) (0.48%)
7,500 400 3,000,000 21,039,087.98 20,766,969.74 (272,118.24) (1.29%)
7,500 600 4,500,000 28,978,340.60 28,494,471.68 (483,868.93) (1.67%)

** Estimate of Nov. 2008 bill was based on Oct. 2008 rate levels, except for

distribution, supply, & metering charges and the CERA refund
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PBR increase and the CERA refund were to start
simultaneously on November 2008

Other DU entrants to PBR, CEPALCO & DECORP, began
implementing new tariffs in October 2008. TransCo
commenced implementation of PBR tariffs in 2006

However, on October 27, 2008, ERC granted a motion
to defer the PBR increase

Deferral is until “final resolution of the motion f or
reconsideration to be filed” by a consumer group

Motion for Reconsideration was filed on November 7

Meralco had asked for a deferral of the CERA refund
which ERC denied. Meralco asked ERC to reconsider
Its denial
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Total Amount of Refund = P2.8B

Registered customers who paid meter deposit from 19 87 to 2004
(for residential) & 2006 (for non-residential) are  eligible for refund

Average MDR amount for residential customers is P80 0 per service
(MD principal amount plus interest)

Schedule is by customer class & kWh consumption as of June
2008

Residential customers first, Non-residential will f ollow

Starting November 2008 onwards for those with activ. e contracts
2008 to 2011 — Residential & General Services (RGS)

2012 — Industrial/Non-Industrial Services, Governmen t Hospitals/Metered
Streetlights, Large Accounts, All RGS customers who have not claimed
the MDR

2013 — All customers who have not claimed the MDR

Anytime for those with terminated contracts who hav e not yet
claimed their MDR
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For the quarter ended September 30, 2008
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