








Management’s Discussion and Analysis of Financial Position and Results of Operations 

The following discussion and analysis of financial position and results of operations of Manila Electric Company or 
MERALCO and its subsidiaries, collectively referred to as the “MERALCO Group” should be read in conjunction with the 
unaudited interim consolidated financial statements as at June 30, 2014 and December 31, 2013 and for the six months 
ended June 30, 2014 and 2013. The unaudited interim consolidated financial statements have been prepared in compliance 
with the Philippine Financial Reporting Standards or PFRS. PFRS includes statements named PFRS and Philippine 
Accounting Standards, including Interpretations issued by the PFRS Council. 

The financial information appearing in this report and in the accompanying unaudited interim consolidated financial 
statements is presented in Philippine pesos, MERALCO Group’s functional and presentation currency, as defined under 
PFRS. All values are rounded to the nearest million pesos, except when otherwise indicated. The exchange rate used to 
translate U.S. dollars to Philippine peso in this report and in the accompanying unaudited interim consolidated financial 
statements is US$1.00 to P=43.65, the closing rate as at June 30, 2014 (the last trading day in June 2014) quoted through the 
Philippine Dealing System. 
  

 

 

 

 

 

  



          Financial Highlights and Key Performance Indicators 

 
  Increase (Decrease) 

(Amounts in millions, except financial ratios, earnings per share, 

and operational data) 

June 30,  

2014 

December 31, 

2013 Amount % 

   (Unaudited) (Audited)   
Condensed Statements of Financial Position     
Total assets P=263,745 P=264,004  (P=259)                   - 
Current assets 108,857 107,486 1,371                 1 
Cash and cash equivalents 67,053 59,851  7,202                 12 
Equity attributable to equity holders  
 of the parent            77,409 75,162 2,247 3 
Total debt 30,174 33,591  (3,417)                (10) 
Current liabilities 77,859 94,626  (16,767)               (18)

Financial Ratios     
Debt to equity 0.39 0.45 (0.06)      (13)
Current ratio 1.40 1.14 0.26 23
     
Operational Data     
Number of customers (in thousands):     
 Residential 5,004 4,901               103                   2  
 Commercial 458 453                 5                   1  
 Industrial 10 10                  -                   -   
 Streetlights 4 4                  -                   -   

 

  (Unaudited) 

  Six Months ended June 30 Increase (Decrease) 

 2014 2013 Amount % 

     
Condensed Statements of Income     
Revenues P=132,168 P=141,714  (P=9,546)  (7) 
Costs and expenses  117,964 128,964  (11,000)  (9) 
Other expenses (income) 314 (532)  846   159 
Income before income tax 13,890 13,282  608   5  
Net income 9,676 9,474  202   2  
Net income attributable to equity holders of the parent 9,637 9,441  196 2 
Earnings per share attributable to equity holders of the parent 8.55 8.38 0.17 2 
     
Condensed Statements of Cash Flows     
Net cash from operating activities 24,178  22,990 1,188   5  
Net cash used in investing activities  (6,730)  (12,444) 5,714  46  
Net cash used in financing activities (10,246) (12,136) 1,890  16  
     
Financial Ratios     
Profit margin 7% 7% -  -  
Return on equity 12% 13% (1%)  (8) 
Asset turnover  0.50   0.54   (0.04)  (7) 
     
Operational Data     
Electricity sales volume (in GWh) 17,299 16,863 436 3 
System loss (in percentage) 1:     
 MERALCO 6.68% 6.85% (0.17%)  (2) 
 CEDC 4.55% 4.23% 0.32% 8  

 

 

1 Based on 12-month moving average 



OVERVIEW 

MERALCO is the Philippines’ largest electric power distribution company, with franchise service area covering 9,337 
square kilometers. It provides power to over five million customers in 35 cities and 76 municipalities, which include Metro 
Manila, the provinces of Rizal, Cavite and Bulacan, and parts of the provinces of Pampanga, Batangas, Laguna and 
Quezon. Turnover of business establishments in the franchise area accounts for around 55% of the country’s Gross 
Domestic Product or GDP.  

Through Clark Electric Distribution Corporation or CEDC, a 65% owned subsidiary, it holds the power distribution 
franchise for the Clark Special Economic Zone or CSEZ in Clark, Pampanga. CEDC franchise area covers 44 square 
kilometers and services 1,849 customers.  CEDC is registered with Clark Development Corporation or CDC under RA No. 
9400, Bases Conversion Development Act of 1992, as a CSEZ-enterprise primarily engaged in owning, operating, and 
maintaining a power distribution system within the zone. 
 

MERALCO Group’s business is divided into two segments, namely, power and other services. The power segment, 
primarily power distribution, consists of operations of MERALCO and its subsidiary, CEDC. 

• Power  

The Power segment consists of (a) electricity distribution, (b) power generation and (c) Retail Electricity Supply or 
RES.   

Electricity distribution – This is principally electricity distribution and supply of power on a pass-through basis 
covering the MERALCO franchise area and the CEDC franchise area in the Luzon Grid. Electricity distribution within 
the MERALCO franchise area accounts for approximately 55% of the power requirements of the country. CEDC’s 
service area covers the CSEZ. 

Power generation – The MERALCO Group’s re-entry in the power generation business is through investment in 
operating companies or participation in the development of such power generation projects. MGen, the power 
generation arm of the MERALCO Group has a 22%-equity interest in Global Business Power Corporation or GBPC.  
GBPC operates a total of 627 MW gross capacity of coal and diesel-fired power plants. It has 232 MW of coal-fired 
power plants under construction in the Visayas. 

In March 2013, MGen acquired an effective 28% equity in PacificLight Power Pte Ltd. or PacificLight Power, in 
Jurong Island, Singapore. 

MGen is currently developing a 460 MW net capacity of supercritical coal-fired power plant in Mauban, Quezon.  On 
the other hand, land development for its 2 x 300 MW Circulating Fluidized Bed or CFB, coal-fired power generation 
plant in the Subic Freeport Zone under Redondo Peninsula Energy, Inc. or RP Energy is ongoing.   

Further, MGen is in various stages of pre-development of other power generation projects in the Philippines. 

RES – This covers the sourcing and supply of electricity to qualified contestable customers. The MERALCO Group 
serves as a local RES within its franchise area only under the brand, MPower.  Starting June 26, 2013, certain qualified 
contestable customers sourced their electricity supply from MPower.    

• Other Services 

The other services segment is involved principally in electricity-related services such as electro-mechanical 
engineering, construction, consulting and related manpower as well as light rail-related maintenance services,  
e-transaction and bills collection, insurance and e-business development and energy systems management. These 
services are provided by Meralco Industrial and Engineering Services Corporation or MIESCOR, Miescor Builders, 
Inc. or MBI, and Miescor Logistics, Inc. or MLI (collectively known as “MIESCOR Group”), Corporate Information 
Solutions, Inc. or CIS, Bayad Center, Inc. or Bayad Center and Customer Frontline Solutions, Inc. or CFSI 

(collectively referred to as “CIS Group”), Miescorrail, Inc. or Miescorrail, Republic Surety and Insurance Corporation 
or RSIC, Lighthouse Overseas Insurance Limited or LOIL, Meralco Financial Services, Inc. or Finserve, e-Meralco 
Ventures, Inc. or e-MVI and Meralco Energy, Inc. or MEI.  

 

 

 



 
Below is the summary of MERALCO Group’s business segments: 

 

BUSINESS SEGMENTS 

Power  Other Services 

    Electricity distribution 

• MERALCO 

• CEDC 
Power generation 

• MGen and subsidiaries 
Retail electricity supply 

• MERALCO through MPower 

business unit 

• MIESCOR Group 

• Finserve 

• LOIL 

• RSIC 

• CIS Group 

• e-MVI and subsidiary 

• MEI 

• Miescorrail 

 



RESULTS OF OPERATIONS 

The table below summarizes the consolidated results of operations and the contribution of each business segment to 
MERALCO Group’s revenues, costs and expenses, and net income for the six months ended June 30, 2014 and 2013. 

 

 

For the Six Months ended June 30, 2014  

(Unaudited) 

 Power2 Other Services 

Inter-segment 

Transactions Consolidated 

 (Amounts in millions) 

Revenues P=129,720   P=2,984   (P=536)             P=132,168  
Costs and expenses  116,225   2,275   (536)            117,964  
Other expenses, net of income  224  90   -                  314 
Net income attributable to equity holders  

of the parent 
 9,482  194  (39)               9,637  

 

 

For the Six Months ended June 30, 2013  

(Unaudited) 

 Power3 

 

Other Services 

Inter-segment 

Transactions Consolidated 

 (Amounts in millions) 

Revenues  P=139,697   P=2,702   (P=685)  P=141,714  
Costs and expenses 127,462   2,187   (685)  128,964  
Other income, net of expenses   (534)  2  -   (532) 
Net income attributable to equity holders  

of the parent 
 9,133   341   (33)  9,441  

2014 compared with 2013 

REVENUES 

The following table shows the composition of MERALCO Group’s consolidated revenues for the six months period ended 
June 30, 2014 and 2013 by business segment: 
  
 Unaudited 

 June 30, 

2014

 June 30, 

2013

  Increase/Decrease 

 %  % Amount % 

 (Amounts in millions) 

Power4  P=129,720  98  P=139,697  98  (P=9,977) (7) 
Other services  2,984  2  2,702  2  282  10 
Inter-segment transactions  (536) -  (685) -  149  22 

Total  P=132,168  100  P=141,714  100  (P=9,546)  (7) 

  
 
Total revenues for the six months ended June 30, 2014 were lower by 7% at P=132,168 million compared with  P=141,714 
million during the same period last year. Electric revenues represent 98% or P=129,720 million of the total revenues. The 
lower electric revenues in 2014 are attributable to the (a) billing adjustment by the Philippine Electricity Market Corporation 
or PEMC for power purchases from the Wholesale Electricity Spot Market or WESM, for the December 2013 supply month 
based on an order of the Energy Regulatory Commission or ERC, amounting to P=9.3 billion (b) foregone revenues on the 
volume of contestable customers served by other retail electricity suppliers under Retail Competition and Open Access 
(“RCOA”), and (c) lower pass-through generation charges under competitively negotiated Power Supply Agreements 
(“PSAs”). 

 

 

 

                                                           

2Principally electricity distribution 

3Ibid 

4Ibid. 



Power  

 

Revenues from the power segment represent MERALCO and CEDC’s sale of electricity, which include generation, 
transmission, distribution charges and subsidies, and MPower’s generation revenue as a retail electricity supplier beginning 
June 26, 2013. MERALCO and CEDC distribute electricity to industrial, commercial and residential customers, while 
MPower provides electricity supply to certain qualified contestable customers within MERALCO’s franchise area only.  
 
The composition of revenues of the power segment for the six months ended June 30, 2014 and 2013 is summarized as 
follows:  
 

 Unaudited 

 

June 30, 2014

 

June 30, 2013

 Increase/Decrease 

 % % Amount % 

 (Amounts in millions) 

Generation charge  P=77,287   59   P=89,118  64  (P=11,831) (13) 
Transmission charge  16,296   13   14,265  10  2,031 14 
Distribution service charges  28,680  22  27,907  20   773 3  
System loss charge  7,340   6   8,334  6  (994) (12) 
Subsidies and other charges 117 - 80 - 37 46 
Power act reduction adjustment  -  -  (7) - 7  100 

Total   P=129,720  100  P=139,697  100  (P=9,977) (7) 

 
Electricity Revenues 

Generation charge represents the largest component of electricity revenues, which is at 59% in 2014. Average generation 
charge to captive customers was at P=5.54 per kWh in the first semester of 2014 against P=5.38 per kWh in the same period of 
2013. Transmission charge represents only 13% of the total power revenues or an equivalent to P=0.94 per kWh in 2014 
compared with P=0.85 per kWh in 2013. MERALCO’s 12-month moving average system loss rate as at June 30, 2014 was at 
6.68%, 0.17 percentage point lower compared with the 6.85% system loss rate as at June 30, 2013, and outperforming the 
ERC-imposed 8.5% cap by 1.82 percentage points as a result of its institutionalized system loss management programs.  
CEDC’s 12-month moving average system loss rate as at June 30, 2014 was at 4.55%. Subsidies and other charges include 
interclass and lifeline subsidies and universal charges. 

Distribution revenues comprise 22% of the total electric revenues. Total distribution service charges for the six months 
ended June 30, 2014 amounted to P=28,680 million, reflecting a 3% increase compared with the same period in 2013.  The 
growth in distribution revenue is mainly attributable to 3% increase in sales volume from 16,863 GWh for the six months 
ended June 30, 2013 to 17,299 GWh for the same period in 2014. Increase in sales volume is driven by 4% growth in 
customer count and higher electricity consumption of existing customers. The growth in the industrial sector was driven by 
higher demand of food and beverage, rubber and plastics, and semiconductor industries.  Commercial volume is driven by 
real estate and retail trade fuelled by the BPO industry expansion and higher consumer spending in entertainment, malls, 
hotels, and restaurants.  
 
The following table summarizes the customer count as at June 30, 2014 and 2013 and the corresponding electric 
consumption per customer class for the six months ended June 30, 2014 and 2013:  

 

  No. of Customers   Electricity Sales  % Change 

  (in thousands)   (in GWh)  No. of  Electricity 

Customer Class 2014 2013  2014 2013 Customers Sales 

Residential 5,004 4,823  5,147 5,174  4   (1)  
Commercial 458 447  6,753 6,557  2   3  
Industrial 10 10  5,334 5,067  -    5  
Streetlights 4 4  65 65  -    - 

Total 5,476 5,284  17,299 16,863  4   3  

 
The first phase of RCOA started commercial implementation on June 26,  
2013.  Contestable customers in the Luzon and Visayas grids whose connected load is at least one (1) MW over the 
 past 12 months, commenced to source their power supply from Retail Electricity Suppliers (“RES”).   Out of 811 qualified 
contestable customers in the Meralco franchise area, 327 customers have opted for contestability and switched their supply to 
eight (8) RESs, including MERALCO’s local RES, MPower.  Total energy sourced from RESs was 3,340 GWh for the first half of 
year 2014. MPower accounted for 197 of the 327 customers. 
 

 



Other Services 
 
Revenues from other services pertain mostly to non-electric revenues of MERALCO and revenues of subsidiaries excluding 
CEDC. Revenues generated from other services increased to P=2,984 million in the first half of 2014 from P=2,702 million in 
the same period of 2013. The 10% increase in revenues from other services is mainly attributable to MEI’s new projects, 
which include installation of powerhouse, installation of LED and the photo voltaic system project. MIESCOR’s contract 
revenues also increased in 2014 which include construction of a substation, line installation and rationalization of electrical 
feeders, as well as new maintenance, janitorial and renovation activities. Also, CIS posted a growth in Bayad Center’s bills 
pay business, mobile phone loading and franchising revenue. 
 

COSTS AND EXPENSES  
 
Consolidated costs and expenses for the six months ended June 30, 2014 amounted to P=117,964 million, 9% lower 
compared with P=128,964 million for the same period in 2013.  The following table shows the breakdown of MERALCO 

Group’s consolidated costs and expenses for the six months ended June 30, 2014 and 2013 by business segment: 
 
 
 Unaudited 

 

June 30, 2014

 

June 30, 2013

 Increase/Decrease 

 % % Amount % 

(Amounts in millions) 

Power5  P=116,225  99  P=127,462  99  (P=11,237) (9) 
Other services  2,275  2 2,187  2  88  4 
Inter-segment transactions  (536) (1)  (685)  (1) 149  22 

Total  P=117,964  100  P=128,964  100  (P=11,000) (9) 

 

Power 

The details of costs and expenses are summarized in the following table: 
 

 Unaudited 

 

June 30, 2014

 

June 30, 2013

 Increase/Decrease 

 % % Amount % 

 (Amounts in millions) 

Purchased power  P=100,273  86  P=111,575  88  (P=11,302) (10) 
Salaries, wages and employee benefits 4,437 4 4,562 4 (125) (3) 
Depreciation and amortization  2,564  2  2,912  2  (348)  (12)  
Contracted services 1,940 2 1,795 1 145 8 
Others  7,011  6  6,618  5  393  6  

Total   P=116,225 100  P=127,462  100  (P=11,237) (9) 

 
Costs and expenses of the power segment for the six months ended June 30, 2014 amounted to P=116,225 million, 9% lower 
compared with the P=127,462 million in 2013.   

Purchased power accounted for 86% of the total costs and expenses. MERALCO’s power segment does not operate its own 
generation capacity and purchases all of the electricity that it distributes from recently contracted PSAs with generators, 
National Power Corporation or NPC (up to June 25, 2013), long-term Power Purchase Agreements contracted with 
Independent Power Producers or IPPs and the WESM. Lower purchased power cost was primarily due to the billing 
adjustment by PEMC for power purchases for the December 2013 supply month. Moreover, with the implementation of 
RCOA, certain contestable customers sourced their generation from other retail electricity suppliers.  

The volume of energy purchased under long-term power supply contracts with IPPs, First Gas Corporation or the Sta. Rita 

Power Plant, FGP Corp. or the San Lorenzo Power Plant and Quezon Power (Philippines) Limited Co. or QPPL, represent 
33.7% of MERALCO’s Net Systems Input.  Purchases from SGCs and NPC, and other special programs account for 63.1%, 
while the balance of 3.2% was sourced from the WESM.    

                                                           

5Ibid. 



Contracted services increased by 8% from P=1,795 million for the six months ended June 30, 2013 to P=1,940 million for the 
same period in 2014. The increase was a result of IT system maintenance for new and existing hardware and software of 
the Company.  

Depreciation and amortization decreased by 12% to P=2,564 million in 2014 from P=2,912 million in 2013 as some assets 
reached the end of their economic lives. 

Other expenses consist of business taxes and permits, provision for probable charges and expenses from claims, provisions 
for doubtful accounts, costs of materials, transportation, and other corporate expenses.  

Other Services 
 
The cost and expenses of other services business segment for the six months ended June 30, 2014 amounted to P=2,275 
million, 4% higher compared with P=2,187 million in 2013.  The details are as follows: 

 

 Unaudited 

 

June 30, 2014

 

June 30, 2013

 Increase/Decrease 

 % % Amount % 

 (Amounts in millions) 

Salaries, wages and employee benefits  P=951  42  P=1,014  46  (P=63)  (6) 
Contracted services 542 24 391 18 151 39 
Depreciation and amortization  105  5  110  5  (5)  (5) 
Others  677  29  672  31  5  1 

Total  P=2,275 100  P=2,187  100 P=88  4 

 

The cost and expenses of other services segment increased by P=88 million in 2014 as a result of higher contracted services. 
The increase is mainly due to the increase in number of projects and business expansion initiatives of subsidiaries. 

Salaries, wages and employee benefits decreased by 6% from P=1,014 million in 2013 to P=951 million in 2014.  

Other expenses, which accounted for 29% of the total costs and expenses, increased by 5% from P=672 million in 2013 to P=
677 million in 2014. This is mainly due to increase in corporate expenses driven by business expansion activities. 
 

OTHER EXPENSES (INCOME) 
 
The following table shows the breakdown of MERALCO Group’s consolidated other income, net of expenses, for the three 
months ended June 30, 2014 and 2013 by business segment: 

 

 Unaudited 

 

June 30, 2014

 

June 30, 2013

 Increase/Decrease 

 % % Amount % 

 (Amounts in millions) 

Power6  P=224 71  (P=534) 100  P=758  142 
Other services  90  29  2 -  88  440 

Total  P=314 100  (P=532) 100  P=846  159 

 
Consolidated net other expenses/income for the six months ended June 30, 2014 resulted in net expense of  
P=314 million, compared with net other income of P=532 for the same period last year. This is mainly due to decrease in 
interest and other financial income as interest rates on peso and dollar placements were lower in 2014. Associates and joint 
ventures incurred losses this period compared to net income contribution in the same period last year. Also, foreign 
exchange losses were incurred in 2014 while gains were recognized in 2013 mainly due to stronger peso to dollar in the 
first half of 2013 compared with the same period in 2014. 

 

 

                                                           

6Ibid. 



Power 

Breakdown of other expenses (income) of power segment is summarized in the following table: 
 
 Unaudited 

  

June 30, 2014

  

June 30, 2013

 Increase/Decrease 

 % % Amount % 

 (Amounts in millions) 

Interest and other financial income  (P=319)  (142)  (P=731)  137  P=412  56 
Interest and other financial charges  835   373 706   (132) 129 18 
Equity in net losses of associates and 

joint ventures 
  

52  
  

23 
 

48 
 

 (9)  
 

4  
 

8 
Foreign exchange losses (gains) 
Others 

 223 
(567) 

 99 
(253)  

(277) 
(280) 

 52 
52  

500 
(287) 

181  
(103) 

Total   P=224  100  (P=534)  100  P=758  142 

 

Other income/expenses for the six months ended June 30, 2014 resulted in net other expense of P=224 million, compared 
with other income of P=534 million in the same period of 2013. Interest and other financial charges increased by 18% due to 
accelerated amortization of debt issue costs and payment of pre-termination penalty related to preterminated debt during 
the first half of 2014, and interest expense related to the P=18.5 billion bonds issued in December 2013. In addition, interest 
income decreased due to lower interest rates for peso and dollar placements for the first half of 2014. Associates and joint 
ventures incurred losses in relation to its pre-operating and development activities.  

 

NET INCOME ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT 

The following table shows the breakdown of MERALCO’s net income attributable to the equity holders of the parent for 
the six months ended June 30, 2014 and 2013 by business segment: 
 

 Unaudited 

 

June 30, 2014

 

June 30, 2013

 Increase/Decrease 

 % % Amount % 

(Amounts in millions) 

Power7  P=9,482  98  P=9,133  97  P=349  4 
Other services   194  2  341  3  (147) (43) 
Inter-segment transactions  (39) -  (33) (4) (6) (18) 

Total  P=9,637  100  P=9,441 100  P=196 2 

 

Power 
 
Net income attributable to equity holders of the parent is higher by 4% for the six months ended June 30, 2014 compared 
with the same period last year mainly due to increases in distribution rates and sales volume in 2014. The increase was 
partially offset by the decrease in interest income due to lower interest rates and foreign exchange losses in 2014. 

 

 

Other Services 

 

Net income from other services business segment was 43% lower at P=194 million in 2014 compared with      P=341 million 
in 2013. The decrease is mainly attributed to the higher expenses of subsidiaries due to business expansion initiatives. 

 

 

 

 

                                                           

7Ibid. 



LIQUIDITY AND CAPITAL RESOURCES 
 
The following table shows MERALCO’s consolidated cash flows for the six months ended June 30, 2014 and 2013 as well 
as the consolidated capitalization and other selected consolidated financial data as at June 30, 2014: 

 

    
   June 30, 2014  December 31, 2013 

        (Amounts in millions) 

Capitalization      

Interest-bearing long-term financial liabilities      
    Current portion   P=2,227  P=11,021 
    Noncurrent portion   27,579  20,756 
Notes payable   368   1,814  
      
Equity attributable to equity holders of the parent   77,409  75,162 
      

Other Selected Financial Data      
     Total assets   263,745  264,004 
     Utility plant and others   116,721  112,586 
     Cash and cash equivalents   67,053  59,851 

 
 

As at June 30, 2014, MERALCO Group’s consolidated cash and cash equivalents totalled P=67,053 million,  
P=7,202 million higher compared with P=59,851 million as at December 31, 2013.  Following are the significant sources and 
uses of consolidated cash and cash equivalents for the first six months of 2014; a) cash flows from operating activities of  
P=24,178 million; b) proceeds from borrowings of P=7,418 million; c) settlement of debt principal and interest of P=11,893 
million; d) capital expenditures of P=4,685 million e) payment of dividends of P=9,192 million and; f) additional investment 
in GBPC of P=1,379 million. 

Operating Activities 
 
Consolidated net cash provided by operating activities for the six months ended June 30, 2014 of P=24,178 million is 5.17% 
higher compared with P=22,990 million of the same period in 2013. In the first quarter of 2014, MERALCO settled the 
deferred amount of the purchased power cost for the December supply month, while the corresponding pass through 
charges remained unbilled to the customers as at June 30, 2014. Also, the short-term investment amounting to P=4,841 
million included in other current assets in the consolidated balance sheet as at December 31, 2013 and matured in June 
2014, contributing to the increase in net cash flows from operating activities. 

Investing Activities 

 
Consolidated net cash flows used in investing activities for the six months ended June 30, 2014 totalled  
P=6,730 million, P=5,714 million lower compared with P=12,444 million used for the same period in 2013. This is mainly due 
to the investment and advances to FPM Power amounting to P=9,340 million in 2013. 

Financing Activities  

Consolidated net cash used in financing activities amounted to P=10,246 million for the six months ended June 30, 2014, 
compared with P=12,136 million cash used in 2013. This is mainly due to higher amount of interest and other financial 
charges paid in 2014 as a result of the refund of bill deposits and interest to customers, pre-termination of debt amounting 
P=9,192 million and payment of short-term debt of P=1,700 million. The availment of interest-bearing long term financial 
liabilities of P=7,164 million reduced the cash used in financing activities.   

    For the Six Months Ended June 30 

   2014  2013 

        (Amounts in millions) 

Cash Flows      
 Net cash from operating activities   P=24,178   P=22,990  
 Net cash used in investing activities   (6,730)  (12,444) 
 Net cash used in financing activities   (10,246)  (12,136) 

 
Net increase (decrease) in cash and cash 

equivalents   
 

7,202  
 

(1,590)  
       

Capital Expenditures   4,865  3,970 



Debt Financing 

On September 23, 2013, the BOD of MERALCO authorized the offer, sale and issuance by way of public offering in the 
Philippines, 7- and 12-year corporate bonds, putable in 5 and 10 years, respectively, with an aggregate principal amount of 
up to P=15 billion with an overallotment option of up to P=5.0 billion.  The 12-year corporate bonds also include a call 
option, where MERALCO may redeem (in whole but not in part only) the outstanding bonds on the 7th year from issue date 
at the early redemption price at 101.0%.  The put and call options are clearly and closely related to the host instruments, 
thus, were not recognized separately. 

On December 12, 2013, the P=11.5 Billion Fixed Rate Putable Bonds due in 2020 and P=7.0 Billion Fixed Rate Putable 
Bonds due in 2025, were listed with the Philippine Dealing and Exchange Corporation. 

The net proceeds from the bond issuance were and shall be utilized for refinancing certain loans including principal 
payments, accrued interest, prepayment penalties and other financing costs. 

In March 2014, MERALCO entered into a 10-year fixed rate loan from a major domestic universal bank. The principal is 
payable in nominal annual amortizations with a balloon payment on final maturity in February 2024. 

MERALCO’s loan agreements require compliance with debt service coverage of 1.2 times calculated at specific 
measurement dates.  The agreements also contain restrictions with respect to the creation of liens or encumbrances on 
assets, issuance of guarantees, mergers or consolidations, disposition of a significant portion of its assets and related party 
transactions. 
 
As at June 30, 2014, MERALCO is in compliance with all covenants of its loan agreements. 

Equity Financing 
 
Consistent with the provisions of PAS 32, “Financial Instruments: Disclosure and Presentation”, MERALCO’s preferred 
shares are presented as debt while the dividends declared are recorded as interest expense.  Accumulated and unpaid 
dividends were accrued and classified as accrued interest payable. Coupon rate on such preferred share is fixed at 10%.  
The preferred shares were issued to service applications, which would require extension or new distribution facilities 
beyond a specific distance. Beginning April 8, 2005, such requirement was discontinued.  Instead, as provided in the 
“Implementing Guidelines of the Magna Carta for Residential Electricity Consumers”, customers were required to advance 
the costs of extension of lines and installation of additional facilities. All of the redeemable preferred shares have been 
called for redemption as at June 30, 2011, consistent with the terms of the Preferred Shares Subscription Agreement. The 
unclaimed dividends amounted to P=250 million as at June 30, 2014 and December 31, 2013.  Interest is no longer accrued 
on the preferred shares, which have been called for redemption. 

As at June 30, 2014 and December 31, 2013, MERALCO’s capital stock consists of: 
 
(Amounts in millions, except par value 

and number of shares) 2014 2013 

Common stock - P=10 par value   
Authorized - 1,250,000,000 shares P=12,500 P=12,500 
Issued - 1,127,271,117 shares 11,273 11,273 
Treasury - 172,412 shares  (11) (11) 

Treasury shares represent subscribed shares and the related rights of employees who have opted to withdraw from the 
ESPP in accordance with the provisions of the ESPP and which MERALCO purchased.  
 
The table below summarizes the cash dividends declared in the second half of 2014 and 2013: 
 

Declaration Date Record Date Payment Date 

Dividend 

Per Share Amount 

    (In millions) 

     
March 17, 2014    April 15, 2014           May 8, 2014 P=6.45 P=7,269 
February 25, 2013      March 26, 2013           April 24, 2013 6.10 6,875 

 
On July 28, 2014, the BOD declared a special cash dividend of P=5.91 per share to all shareholders of record as of August 
25, 2014, payable on September 18, 2014. 



RISK FACTORS  

The major factors affecting MERALCO’s financial position and results of operations are: 

a. Regulated rates and cost recoveries 

b. Sales volume and Philippine economic conditions 

c. Electricity supply 

d. Industry restructuring 

 

Regulated Rates and Cost Recoveries 

The most significant determinants of MERALCO’s and CEDC’s rate structure vis-à-vis operating results are “allowable 
returns” and “permitted cost recoveries”.  Rates billed by MERALCO and CEDC are approved by the ERC and are set to 
allow a reasonable rate of return on investments.  MERALCO’s and CEDC’s rate structure also allows pass-through of 
certain purchased power costs, system loss up to an annual cap enforced by the ERC, and taxes.  
 

Performance-Based Regulation 
 
MERALCO was among the Group A entrants to the PBR, together with two other private DUs. 
 
Rate-setting under PBR is governed by the RDWR. The PBR scheme sets tariffs based on the regulated asset base of the 
DUs, and the required operating and capital expenditures once every regulatory period or RP, to meet operational 
performance and service level requirements responsive to the needs for adequate, reliable and quality power, efficient 
service, and growth of all customer classes in the franchise area as approved by the ERC. The PBR also employs a 
mechanism that penalizes or rewards a DU depending on its network and service performance. 
 
As part of the PBR, MERALCO implements payouts to customers for instances when its performance is beyond the 
guaranteed service levels or GSL.  

 

Rate filings and settings are done on a RP basis. One (1) RP consists of four (4) Regulatory Years or RYs. An RY for 
MERALCO begins on July 1 and ends on June 30 of the following year. As at June 30, 2014, MERALCO has ended the 
third RY of the third RP. The third RP is from July 1, 2011 to June 30, 2015. 
 

Pass-through of Allowable Costs 
 

The pass-through of allowable costs or costs that do not entail a revision of the rate base and/or rate of return of MERALCO is 
governed by various adjustment mechanisms promulgated by the ERC. 
 
In approving MERALCO’s unbundled rate in May 2003, the ERC prescribed a generation charge that will be adjusted under the 
Generation Rate Adjustment Mechanism, or GRAM.  This has since been superseded by the Guidelines for the Automatic 
Adjustment of Generation Rates and System Loss Rates by Distribution Utilities. The monthly automatic adjustment under the 
Automatic Generation Rate Adjustment or AGRA mechanism provides timely price signals to consumers.  While the GRAM only 
provided for changes in the generation charge, the new mechanism also allows the monthly adjustment of the system loss charge.  
Implementation of the guidelines started with the November 2004 billing cycle. 

 
The ERC’s approval of MERALCO’s second filing under GRAM was questioned before the Supreme Court or SC, for failure by 
MERALCO and the ERC to comply with Section 4 (e) Rule 3 of EPIRA’s Implementing Rules and Regulations or IRR, which 
required publication, notice, and hearing of an application prior to issuance of an Order.  On August 16, 2006, the SC ruled with 
finality that strict compliance with the requirements under the IRR of the EPIRA is jurisdictional and applies to any adjustment to 
the retail rate, including those for pass-through costs.  The AGRA was then suspended beginning September 2006 and MERALCO 
could adjust generation and other pass-through charges only after the filing and approval by the ERC of an appropriate 
application. 
 
On June 7, 2007, the Joint Congressional Power Commission approved amendments to Section 4 (e), Rule 3 of the EPIRA’s IRR 

that exempt the adjustments of pass-through electric rate components from the jurisdictional and hearing requirements of the IRR.  
The amendments were subsequently promulgated by the Department of Energy on June 21, 2007.  Thereafter, the ERC lifted the 
suspension of the AGRA, which allowed MERALCO to resume the monthly updating of generation and system loss charges 
beginning July 2007. 

 
On August 12, 2009, the ERC issued its Resolution No. 16, Series of 2009, adopting the “Rules Governing the Automatic Cost 
Adjustment and True-up Mechanisms and Corresponding Confirmation Process for Distribution Utilities”.  These rules govern 



the recovery of pass-through costs, including over- or under-recoveries in the following bill components: Generation Charge, 
Transmission Charge, System Loss Charge, Lifeline rate subsidies, Local franchise and business taxes. 

 
The rules will also synchronize the various confirmation processes for the foregoing charges, in which the ERC will verify 
whether the DU incurred over- or under-recoveries in the implementation of the said charges.  Luzon DUs, such as MERALCO, 
were required to file not later than October 30, 2009 their consolidated applications to resolve over- or under-recoveries 
accumulated from the start of their rate unbundling until December 2008.  Subsequent filings will be every three years thereafter. 

 
On October 8, 2009, MERALCO filed a petition at the ERC seeking an amendment to the ERC’s Resolution No. 16, Series of 
2009.  In particular, MERALCO proposed a modification to the formula used in confirming the system loss charges of DUs, 
shifting the reckoning of the system loss cap from a monthly to an annual reckoning to more fairly reflect the actual system loss 
performance of DUs.  

 
On October 18, 2010, the ERC ruled on MERALCO’s Petition and agreed that there is a need to address the mismatch between the 
billing periods of the DUs and of their suppliers in the confirmation of the system loss. However, the ERC did not adopt 
MERALCO’s proposed modification to the formula and instead prescribed a new formula. Resolution No. 21, Series of 2010 
adopted the new formula and correspondingly amended the one prescribed in Resolution No. 16, Series of 2009. The Resolution 
also prescribed the period of filing for the DUs’ consolidated applications, which for Luzon DUs will be by March 31, 2011 and 
setting March 31, 2011 (covering adjustments implemented from the rate unbundling until the billing month of December 2010) 
and March 31, 2014 (covering adjustments from January 2011 to December 2013) as the new deadlines for DUs in Luzon to file 
their respective applications.  Subsequent filings shall likewise be every three years thereafter. 
 
On April 23, 2014, ERC released its Proposed Resolution Amending Articles 2 and 3 of Resolution 16, Series of 2009, the 
Resolution Governing the Automatic Cost adjustment and True-Up Mechanisms and Corresponding Confirmation Process for 
DUs.  The proposal will allow automatic inclusion of the monthly over/under recoveries in the monthly generation, transmission 
and system loss rate calculations.  Public consultations were held for its first and second drafts but the final amendments have not 
yet been released. 
 

System Loss 

 
On December 8, 2008, the ERC promulgated a resolution providing for a lower maximum rate of SL (technical and non-
technical) that a utility can pass on to its customers. The revised SL cap is 8.5% for private utilities, effective January 2010 
billing. This is one percentage point lower than the SL cap of 9.5% provided under RA No. 7832. The actual volume of 
electricity used by MERALCO (administrative loss) is treated as part of the operation and maintenance expense beginning 
July 2011.  The manner by which the utility is rewarded for its efforts in SL reduction is addressed by the ERC in the PIS 
under PBR. 
 
On December 8, 2009, MERALCO filed a Petition to amend the said Resolution with an urgent prayer for the immediate 
suspension of the implementation of the new SL cap of 8.5% starting January 2010. The proposed amendment is aimed at 
making the Resolution consistent with the provisions of RA No. 9136 and RA No. 7832, by increasing the SL cap to not less 
than 9%. The hearing on the Petition was conducted on November 18, 2010. Thereafter, MERALCO was directed to submit 
its FOE. 
 
MERALCO’s 12 month average system loss of 6.68% as at June 30, 2014 improved by 17 basis points from the 6.85% 
registered in 2013. CEDC’s system loss of 4.55% in 2014 was well within the 8.5% cap set by the ERC for the private 
DUs. 

 

Sales Volume and Philippine Economic Conditions 
 
The sale of electric energy is driven mainly by prevailing economic conditions and the number of customers being served 
by MERALCO.  MERALCO’s franchise area accounts for an estimated 50% of the Philippines’ Gross Domestic Product or 
GDP, with 37% from Metro Manila. 

 
The favourable economic environment, supported by robust overseas Filipino workers, business process outsourcing and 
capital inflows, low interest rate and inflation rates, ‘wealth creation’ associated with significantly higher equity and 
property prices, and sustained confidence in the National Government, boosted strong domestic consumption and local and 
foreign investments.  These affected per capital electricity consumption.  

 
For the six months ended June 30, 2014, MERALCO Group’s energy sales volume was 17,299 GWh, 3% higher compared 
with 16,863 GWh in 2013. The growth in sales volume in 2014 was mainly due to increased demand of industrial and 
commercial sectors offset by reduced household consumption due to lower temperature for the first four months of 2014, 
MERALCO still managed to grow customers by 4% largely from the commercial and residential sectors. MERALCO has 
5.476 million customers as at June 30, 2014. 



Average temperature throughout the first half of 2014 is cooler by 0.6oC from 28.3oC in 2013 to 27.7oC in 2014. 

 

Electricity Supply 
 
MERALCO does not operate its own generation capacity and purchases all of the power it distributes from the privatized 
plants of the NPC-SGCs, IPPs and WESM.  WESM is a venue where suppliers and buyers trade electricity as a commodity.  
For the six months ended June 30, 2014, MERALCO purchased 33.7% of its requirements from IPPs, 63.1% from the 
privatized plants of NPC, and 3.2% from the WESM. 
  
Following are the Power Supply Agreements or PSAs entered into by MERALCO:  

 

Date Power Supplier Plant/contracted 

capacity 

Terms of PSA 

December 12, 2011 South Premiere Power 
Corporation or SPPC 

Ilijan Power Plant in 
Batangas, for the full 
1,180 MW net capacities 

Under the PSA, 
MERALCO will procure 
power from SPPC until 
December 25, 2019, with 
an option to extend the 
term for another three 
years. 

December 21, 2011 Masinloc Power Partners 
Co., Ltd. or MPPCL 

The initial contracted 
capacity is 330 MW, to 
increase to 430 MW by 
December 26, 2015 

The PSA has a term of 
seven years and can be 
extended by the parties for 
another three years. Under 
the agreement, the terms of 
the NPC-MERALCO TSC 
will govern the supply by 
MPPCL to MERALCO.  
 

December 26, 2011 SEM-Calaca Power 
Corporation 

The initial contracted 
capacity is 210 MW and 
will be increased to 420 
MW upon the commercial 
operation of the plant’s 
Unit 1. 

Term of seven years, 
which may be extended by 
the parties for another 
three years. 

February 29, 2012 Therma Luzon, Inc. or TLI Pagbilao coal-fired power 
plant with contracted 
capacity of 350 MW 
located in Quezon 
Province 

Term of seven years, 
which may be extended for 
three years upon 
agreement of parties. 

June 25, 2012 San Miguel Energy 
Corporation, or SMEC 

Sual coal-fired power 
plant with initial 
contracted capacity of 200 
MW to increase to 500 
MW by December 26, 
2012 

Term of seven years, 
which may be extended up 
to five years upon 
agreement of parties. 

April 26,2012 Pangea Green Energy 
Philippines, Inc., or PGEP Biogas power plant 

methane gas with a total 
nominal generating 
capacity of 1MW. 
 

Term of two years from 
the delivery period 
commencement date, 
unless amended by the 
parties. 

 
On January 30, 2012, the ERC indefinitely extended the provisional authority to the Contract of Supply of Electricity with 
Bacavalley Energy Inc., the owner/operator of a 4MW landfill gas-to-power plant.  

In separate Decisions dated December 17, 2012, the ERC approved with modifications the PSAs of MERALCO with 
MPPCL, SPPC, Sem-Calaca, TLI and SMEC.  

Motions for Reconsideration were filed regarding the ERC decisions on the PSAs with SPPC, Sem-Calaca and SMEC. On 
May 22, 2014, the ERC denied the motion for reconsideration on the PSA with SMEC. 



On December 27, 2012, MERALCO executed the PSAs with TLI and Aboitiz Power to cover the volume needed by 
MERALCO during the six-month transition period before the start of the commercial operations of RCOA.  Under the PSAs 
with TLI and Aboitiz Power, MERALCO will procure power from TLI and Aboitiz Power from the expiration of the TSC 
until June 25, 2013 conditioned upon ERC approval.  The said PSAs had been submitted to the ERC for approval on 
January 2, 2013. MERALCO filed Motions to Withdraw the said PSAs considering that the TSC was extended up to June 
25, 2013. The ERC granted said Motions in separate Orders. 

On May 30, 2014, MERALCO signed long term PSA for a 455MW (net) capacity and electrical output with SBPL. SBPL 
will be constructing the first supercritical highly fuel efficient, reliable and environmental friendly pulverized coal-fired 
power plant in the country.  The PSA will be subject to the approval of the ERC 

 

Under the PSAs, fixed capacity fees and fixed operating maintenance fees are recognized monthly based on their 
contracted capacities. The annual projection of these payments is shown in the table below: 

Year 

 

Fixed Payment Amount Contracted Capacity 

 (In Megawatt) (In Million) 

2014 3,000 P=35,593           
2015 3,084 37,775 
2016 3,114 39,865 
2017 3,114 39,574 
2018 2,880 39,198 
2019 2,460 33,864 

 

Interim Power Supply Agreement (IPSA) 

On April 2, 2014, MERALCO signed two separate IPSAs with the wholly owned subsidiaries of Global Business Power 
Corporation or GBPC, namely: (1) Panay Power Corp. for a 27 MW firm output from its 72-MW diesel-fired power plant in 
Brgy. Ingore, La Paz, Iloilo City; and (2) Toledo Power Co. for a 28 MW firm and 9 MW non-firm output from its 40-MW 
diesel-fired power plant in Carmen, Toledo City. Both IPSAs became immediately effective upon execution and shall 
expire on June 30, 2014.  

On July 10, 2014, ERC approved the extension of the IPSA with Panay Power Corp. and Toledo Power Co. until October 
31, 2014. 

On April 3, 2014, MERALCO signed an IPSA with 1590 Energy Corp. for the 140 MW output from the Bauang power 
plant – a 225-MW diesel-fired power plant in Bauang, La Union. On April 8, 2014, MERALCO signed an IPSA with 
PanAsia Energy Inc. for the 270 MW output from the Limay Combined Cycle Power Plant – a 540-MW diesel power 
facility at Brgy. Luz, Limay, Bataan. Both IPSAs becomes effective upon the Final Approval of the ERC and shall expire 
on June 30, 2014.  

On June 30, 2014, the ERC approved the extension of the IPSA with 1590 Energy Corp until October 31, 2014.  

The IPSAs may also be extended upon mutual agreement of the parties. 

Industry Restructuring 
 
Under the EPIRA, the Philippine power industry continues to undergo fundamental restructuring.   

 
These restructuring measures include: 

• The deregulation of, and introduction of competition in, power generation and supply activities and pricing; 

• The privatization of the NPC’s power generating assets and IPP contracts; 

• The unbundling of the relative costs of the various segments of the power supply chain and reflecting these in the bills 
to customers; 

• Freedom of consumers to choose electricity suppliers; 

• Open and non-discriminatory access in the networks of DUs, subject to the fulfillment of certain conditions precedent; 

• The implementation of the WESM; and 

• Removal of inter-grid, intra-grid, and inter-class cross-subsidies. 
 

 

 

 

 



 

ELECTRIC POWER INDUSTRY DEVELOPMENTS AND UPDATES 

 
1. Implementation of Performance-Based Regulation or PBR 
 
As DUs, MERALCO and CEDC are subject to the rate-making regulations and regulatory policies of the ERC.  Billings to 
customers are itemized or “unbundled” into a number of bill components that reflect the various units incurred in providing 
electric service.  The adjustment to each bill component is governed by mechanisms promulgated and enforced by the 
ERC, mainly:  [i] the “Rules Governing the Automatic Cost Adjustment and True-up Mechanisms and Corresponding 
Confirmation Process for Distribution Utilities,” which govern the recovery of pass-through costs, including over- or 
under-recoveries of the bill components, namely, (a) generation charge, (b) transmission charge, (c) system loss charge, (d) 
lifeline rate subsidies,      (e) local franchise and (f) business taxes; and [ii] the modified “Rules for the Setting of 
Distribution Wheeling Rates for Privately Owned Electricity Distribution Utilities Operating under Performance Based 
Regulation (First Entry Group: Third Regulatory Period) or RDWR”, which govern the determination of the MERALCO’s 
distribution, supply, and metering charges. 
 
The rate-setting mechanism of CEDC is likewise in accordance with ERC regulations.  The following is a discussion of 
matters related to rate-setting of MERALCO and CEDC: 
 

Rate Applications 

 

 Performance-Based Regulation or PBR 
    

a. MERALCO 

MERALCO was among the Group A entrants to the PBR, together with two other private DUs. 

Rate-setting under PBR is governed by the RDWR. The PBR scheme sets tariffs based on the regulated asset base of the 
DUs, and the required operating and capital expenditures once every regulatory period or RP, to meet operational 
performance and service level requirements responsive to the needs for adequate, reliable and quality power, efficient 
service, and growth of all customer classes in the franchise area as approved by the ERC. PBR also employs a mechanism 
that penalizes or rewards a DU depending on its network and service performance. 

Rate filings and settings are done on an RP basis. One (1) RP consists of four (4) Regulatory Years or RYs. An RY for 
MERALCO begins on July 1 and ends on June 30 of the following year. As at June 30, 2014, MERALCO has ended the 
third RY of the third RP. The third RP is from July 1, 2011 to June 30, 2015. 

  Maximum Average Price or MAP for RY 2008 and RY 2009 

 

On January 11 and April 1, 2008, MERALCO filed separate applications for the approval of its proposed translation of the 
MAP for RY 2008 and RY 2009, respectively, into different rate schedules for its various customer segments. A portion of 
the distribution charge under-recoveries as a result of the delayed implementation of the PBR was incorporated in the 
proposed MAP for RY 2009.  

In April 2009, the ERC approved the implementation of MERALCO’s average distribution rate of P=1.2227 per kWh 
effective billing period of May 2009. This rate is inclusive of the under-recoveries for calendar year 2007 of P=0.1285 per 
kWh. 

 
On May 28, 2009, certain electricity consumer groups filed a Petition with the Court of Appeals, or CA, questioning the 
decision and Order of the ERC on MERALCO’s rate translation application for RY 2008 and RY 2009. In a decision dated 
January 27, 2010, the CA denied the Petition. Consequently, the consumer groups brought the case to the Supreme Court of 
the Philippines or SC. Comments and responses were filed by both parties with a Manifestation filed by MERALCO on 
January 26, 2011. As at June 30, 2014, the SC has yet to render its decision on this case. 
 

MAP for RY 2012 

 
On June 21, 2011, MERALCO filed an application for the approval of its MAP for RY 2012 and translation into rate tariffs 
by customer category. On October 6, 2011, the ERC provisionally approved the MAP for RY 2012 of P=1.6012 per kWh and 
the rate translation per customer class was reflected commencing with the October 2011 customer bills.  Hearings for the 
final approval of the application have been completed and all parties have submitted their respective memoranda. As at 
June 30, 2014, the application is pending final approval by the ERC.  

 

 

 



 

MAP for RY 2013 

On June 11, 2012, the ERC provisionally approved the MAP for RY 2013 of P=1.6303 per kWh which was reflected starting 
with the July 2012 customer bills. Hearings on this case have been completed. As at June 30, 2014, the application is 
pending final approval by the ERC. 

MAP for RY 2014 

On April 1, 2013, MERALCO filed its application for the approval of its MAP for RY 2014 of P=1.6510 per kWh and the 
translation thereof into rate tariffs by customer category. On June 10, 2013, the ERC provisionally approved the MAP for 
RY 2014 of P=1.6474 per kWh and the rate translation per customer class. As at June 30, 2014, the application is pending 
final approval by the ERC. 

       MAP for RY 2015 

On March 31, 2014, MERALCO filed its application for the approval of its MAP for RY 2015 of P=1.5562 per kWh and the 
translation thereof into rate tariffs by customer category.  On May 5, 2014, the ERC provisionally approved MERALCO’s 
MAP for 2015 of P=1.5562 per kWh and the rate translation per customer class.  

b. CEDC 

 

CEDC was among the four (4) Group D entrants to the PBR. Similar to MERALCO, it is subject to operational 
performance and service level requirements approved by the ERC. The RP of CEDC began on October 1, 2011 and ends 
on September 30, 2015.  

 

MAP for RY 2013 

 
On August 30, 2012, CEDC filed its application for the approval of its MAP for RY 2013. The ERC, on December 17, 
2012, approved a MAP of P=0.8953 per kWh. The revised rates based on the approved MAP 2013 were implemented by 
CEDC starting January 2013. 

 
  2. Application for Recoveries 
 
   Applications for the Recovery of Generation Costs and System Loss Charges 

 

MERALCO filed separate applications for the full recovery of generation costs, including value-added tax or VAT, incurred 
for the supply months of August 2006 to May 2007 or total under-recoveries of P=12,679 million for generation charges and 
P=1,295 million for SL charges. 
 
The separate applications for the full recovery of generation charges have been approved by the ERC in its decisions 
released on January 18, 2008, September 3, 2008 and August 16, 2010. 

As at June 30, 2014, the remaining balance of P=137 million of generation costs were fully recovered. 

With respect to the P=1,295 million SL charge under-recoveries, the ERC ordered MERALCO to file a separate application 
for the recovery of SL adjustments after the ERC confirms the transmission rate to be used in the calculation of the SL rate 
in accordance with the SL rate formula of the Automatic Generation Rate Adjustments Guidelines or AGRA. MERALCO 
has filed the application for recovery of the P=1,295 million SL charge under-recoveries with the ERC. This was included in 
the Consolidated Application of over- or under- recoveries in generation, transmission, SL and lifeline subsidies filed on 
March 31, 2011 with the ERC. Hearings were completed on October 25, 2011. On December 12, 2011, MERALCO filed 
for the admission of its Supplemental Application.  An expository hearing was conducted on February 1, 2012.  As at June 
30, 2014, MERALCO has already filed its FOE and is awaiting the final resolution by the ERC. 

 
       Consolidated Applications for the Confirmation of Over/Under-recoveries of Pass-through Charges 

 

On August 12, 2009, the ERC issued Resolution No. 16, Series of 2009, adopting the “Rules Governing the Automatic 
Cost Adjustment and True-up Mechanisms and Corresponding Confirmation Process for Distribution Utilities.”  These 
rules govern the recovery of pass-through costs, including over- or under-recoveries with respect to the following bill 
components: generation charge, transmission charge, SL charge, lifeline and interclass rate subsidies, LFT and business tax.  
On October 18, 2010, the ERC promulgated ERC Resolution No. 21, Series of 2010, amending certain formula contained 
in ERC Resolution No. 16, Series of 2009, and setting March 31, 2011 (covering adjustments implemented until the billing 



month of December 2010) and March 31, 2014 (covering adjustments from January 2011 to December 2013) as the new 
deadlines for DUs in Luzon to file their respective applications. Subsequent filings shall be made every three years 
thereafter. 
 

On March 31, 2011, MERALCO filed a consolidated application with the ERC to confirm its under- or over-recoveries 
accumulated from June 2003 to December 2010 in compliance with Resolution No. 16, Series of 2009, as subsequently 
amended by Resolution No. 21, Series of 2010. Hearings were completed on October 25, 2011. On December 8, 2011, 
MERALCO filed an Omnibus Motion praying, among other things, for the admission of the Supplemental Application. In 
an Order dated December 12, 2011, the ERC granted MERALCO’s Omnibus Motion and admitted its Supplemental 
Application. Accordingly, hearings on the Supplemental Application were conducted where MERALCO presented 
additional evidence. MERALCO filed its FOE on September 13, 2012. The consolidated filing includes net generation 
charge under-recoveries of  
P=1,000 million, net transmission charge over-recoveries of P=111 million, net lifeline subsidy under-recoveries of P=9 
million and net SL over-recoveries of P=425 million, excluding any applicable carrying charges. 
 
On July 6, 2012, MERALCO filed a consolidated application with the ERC to confirm its under- or over-recoveries for the 
calendar year 2011. The consolidated filing includes net generation charge under-recoveries of P=1,826 million, 
transmission charge under-recoveries of P=253 million, net lifeline subsidy under-recoveries of P=39 million and SL over-
recoveries of P=445 million, excluding any applicable carrying charges. Hearings on the application have been terminated 
and MERALCO has submitted its FOE on January 25, 2013. As at June 30, 2014, the application is pending decision by the 
ERC. 
 
On March 31, 2014, MERALCO filed a consolidated application with the ERC to confirm its under- or over recoveries 
from January 2012 to October 2013. The consolidated filing includes net generation charge under recoveries of P=559 
million, transmission charge over-recoveries of P=639 million, net lifeline subsidy over recoveries of P=75 million, SL over-
recoveries of P=502 million, and net Senior Citizen Discount over-recoveries of P=0.4 million, excluding any applicable 
carrying charges.  As at June 30, 2014, the application is yet to be set for initial hearing by the ERC. 

Application for the Recovery of Differential Generation Costs 

On February 14, 2014, MERALCO filed for the recovery of the unbilled generation cost for December 2013 supply month 
amounting to P=11,075 million.  A supplemental application was filed last March 20, 2014 to adjust the unbilled generation 
cost for recovery to P=1,310 million following the receipt of WESM billing adjustments based on regulated Luzon WESM 
prices. First hearing was conducted last May 26, 2014 where ERC ruled for the suspension of further hearings indefinitely. 

 
       Application for Recovery of Local Franchise Taxes or LFT 

On March 25, 2011, MERALCO filed with the ERC an Application for recovery of LFT paid    but are not yet billed to 
customers for the period beginning first quarter of 1993 up to the second quarter of 2004 for five provinces, namely: 
Bulacan, Batangas, Cavite, Laguna and Rizal; and 14 cities, namely: San Jose Del Monte, Batangas, San Pablo, Tagaytay, 
Lucena, Mandaluyong, Marikina, Quezon, Caloocan, Pasay, Las Piñas, Manila, Pasig and Calamba. The LFT is recognized 
as a legitimate and reasonable DU expense in the ERC’s unbundling decision. 

In a Decision dated February 27, 2012, the ERC released its Order approving with modifications MERALCO’s application. 
The ERC approved recovery of LFT amounting to P=1,571 million plus carrying charges of P=730 million. As directed by the 
ERC, the recovery was reflected as a separate item in the MERALCO billing statement to its customers beginning April 
2012. As at June 30, 2014, a total of P=1,016 million LFT and carrying charges have been billed to affected customers. The 
amount recoverable within 12 months is included in the “Trade and other receivables” account while the long-term portion 
is included in the “Other noncurrent assets” account. 

3. Benefit Sharing Scheme to Lower System Loss 
 
On January 26, 2011, MERALCO, together with Private Electric Power Operators Association Inc. or PEPOA and 
Philippine Rural Electric Cooperative Association or PHILRECA, filed a joint petition to the ERC to initiate rule-making 
praying that a Resolution be issued adopting the Proposed Guidelines for the Implementation of an Incentive Scheme to 

Lower the System Losses of Private Distribution Utilities and Electric Cooperatives to Level Below the System Loss Cap, 

for the Benefit of End-Users.  This was aimed to encourage the DUs to reduce system loss levels below the cap set by the 
ERC and benefit the end-users through lower system loss charge rates. Public hearings were conducted and completed on 
June 15, 2011.  

On December 11, 2012, the ERC posted on its website the second draft of the Rules to Govern the Implementation of a 

Benefit Sharing to Lower the System Losses of Electric Distribution Utilities.  The salient points of the second draft rules 
include calculation of System Loss Charge using the prevailing system loss cap or the lowest consecutive five year average 
system loss, whichever is lower, and an equitable sharing (50-50) of incentives between the customer and the DU on the 



savings which is the difference between the lower of this system loss level and the DU’s actual system loss.  Any system 
loss reward from the PIS under the RDWR for private DUs shall be offset from the rewards the DU will receive from this 
Benefit-Sharing scheme, except when the net benefit from this scheme is less than the PIS rewards of the DU, in which 
case the DU will retain the rewards under the PIS and forego its share under this Benefit-Sharing Scheme. The foregone 
share of the DU shall be added to the End-user share correspondingly.  As at June 30, 2014, MERALCO and PEPOA are 
awaiting the action of the ERC on this matter. 
 
  4. Retail Competition 

 
On September 27, 2012, the DOE and the ERC issued a joint statement setting the initial RCOA implementation on 
December 26, 2012. The joint statement clarified that the RCOA commencement is on a phase-in and partial 
implementation of the program, with the first six (6) months of RCOA implementation (December 26, 2012 – June 25, 
2013) allotted as the Transition Period to allow all concerned parties to undertake their respective preparations to 
operationalize the mechanism for RCOA. An initial RCOA Commercial Operation using an interim IT system started on 
June 26, 2013. 
 
On December 17, 2012, the ERC issued Resolution No. 16 series of 2012 adopting the Transitory Rules for the 
implementation of RCOA. The resolution provides the detailed responsibilities of industry participants during the RCOA 
transition period. 

 
On January 9, 2013, the DOE issued Department Circular, "Promulgating the Retail Rules for the Integration of Retail 
Competition and Open Access in the Wholesale Electricity Spot Market", to provide rules for the integration of retail 
competition in the operations and governance processes of the WESM, the management of the transactions of Suppliers 
and Contestable Customers, and the operations of the Central Registration Body. 

 
On March 26, 2013, the PEMC began the RCOA Trial Operations Program, a nine-week test period participated in by the 
various entities and service providers of RCOA.   
 
On June 19, 2013, the ERC issued a resolution adopting the Supplemental Rules to the Transitory Rules for the 
implementation of RCOA. The resolution seeks to prevent contestable customers who have yet to execute a Retail Supply 
Contract or RSC, with a RES from being disconnected or transferred to SOLR service upon the commencement of initial 
commercial operations of RCOA. Qualified contestable customers who fail to enter into a RSC with a RES shall be 
deemed to stay with their current DU until December 26, 2013 or until such time that it is able to find a RES provided that 
they inform the DU.  
 
In accordance with the ERC’s “Transitory Rules for the Initial Implementation of Open Access and Retail Competition”, 
commercial operations of RCOA began on June 26, 2013. As at June 30, 2014, there are 327 customers within the 
MERALCO franchise which opted for contestability and are now being supplied by competitive retail suppliers. 
 

5.  Philippine Economic Zone Authority or PEZA Registration – ERC Jurisdiction 
 

On September 13, 2007, PEZA issued “Guidelines in the Registration of Electric Power Generation 
Facilities/Utilities/Entities Operating Inside the Ecozones” and “Guidelines for the Supply of Electric Power in Ecozones.”  
Under these Guidelines, PEZA effectively bestowed upon itself franchising and regulatory powers in Ecozones operating 
within the legislative franchise areas of DUs which are under the legislatively-authorized regulatory jurisdiction of the 
ERC. The Guidelines are the subject of an injunction case filed by the DUs at the RTC-Pasig.  

 
In support of the government’s objective of providing lower cost to Ecozone locators, MERALCO entered into a MOA with 
NPC on September 17, 2007 for the provision of special Ecozone rates to high load factor PEZA-accredited industries. The 
ERC authorized the immediate implementation of the Ecozone Rate Program or ERP. The program expired in December 
2012. 

 
The ERP was initially scheduled to expire on December 25, 2011 but has been extended and was terminated on December 
25, 2012. 

 
In January 2013, MERALCO entered into a tripartite agreement with PEZA and Trans-Asia Oil and Energy Development 
Corporation for the sale of power to CEZ and its locators beginning January 26, 2013. 

. 
6.  Decision on the P0.167 per kWh Refund 
 
Following the SC’s final ruling that directed MERALCO to refund affected customers P=0.167 per kWh for billings made 
from February 1994 to April 2003, the ERC approved the release of the refund in four phases. The refund is still ongoing. 
 



7.  MERALCO’s Peak/Off-Peak or POP Program 
 
On November 15, 2012, MERALCO filed an application with the ERC for the approval of its revised Time of Use or TOU 
rates program, also known as the Peak Off-Peak or POP Program. The POP is a rate program being offered by MERALCO 
to customers whose load characteristics can benefit from TOU rates as well as to those that can shift their loads from peak 
to off-peak hours.  The proposed revised POP Rate aims to provide better savings to availees by providing them with a 
TOU program that has a wider pricing difference between peak and off-peak rates. In an Order dated December 17, 2012, 
the ERC provisionally approved the POP Program. MERALCO started implementing the program on February 1, 2013. 
 
8.  Purchase of Sub-transmission Assets or STAs 

  
On November 25, 2009, MERALCO signed a Contract to Sell with the National Transmission Corporation or TransCo for 
the sale and purchase of certain sub transmission assets for P=86 million. On February 25, 2010, the ERC provisionally 
approved this Contract to Sell.  On June 1, 2012, the ERC rendered a Decision dated March 6, 2012, approving the sale of 
the said STAs in favor of MERALCO for P=85 million. 

On April 17, 2012, MERALCO and TransCo filed a joint application for the approval of the Batch 4 contract to sell with 
the ERC.  On April 22, 2013, the ERC issued its Decision on MERALCO's joint application for the acquisition of the Batch 
4 contract to sell.  On June 21, 2012, MERALCO filed a motion for partial reconsideration regarding the exclusion of 
certain facilities for acquisition, which has yet to be resolved by the ERC. 

On December 12, 2011, MERALCO signed various agreements for the acquisition of certain sub-transmission assets of 
TransCo within the MERALCO franchise area for its sole account, as well as with a consortium with Batangas II Electric 
Cooperative, Inc., or BATELEC II and First Bay Power Corporation. On September 18, 2012, an amended consortium 
agreement was executed between MERALCO and FBPC.  On October 17, 2012, MERALCO signed two separate amended 
consortium agreements with BATELEC II, and with FBPC and BATELEC II.  These amended consortium agreements 
superseded the ones signed on December 12, 2011.   On December 27 and 28, 2012, the Contract to Sell and Consortium 
Agreements, respectively, covering these sub-transmission assets were filed with the ERC for approval. 

9.   Feed-in-Tariff  
 
Pursuant to Republic Act No. 9513, or the Renewable Energy Act of 2008 (RE Act), the ERC issued Resolution No. 16, 
Series of 2010, Adopting the Feed-in-Tariff or FIT Rules, on July 23, 2010.  As defined under the FIT Rules, the FIT 
system is as a renewable energy policy that offers a guaranteed payment on a fixed rate per kilowatt-hour for electricity 
from wind, solar, ocean, hydropower and biomass energy sources.   

On May 16, 2011, the National Renewable Energy Board or NREB filed its Petition to Initiate Rule Making for the 
Adoption of FIT. The Petition proposed a specific FIT Rate for each emerging renewable resource. On July 27, 2012, after 
undergoing several public consultations and public hearings, the ERC approved FIT Rates that are significantly lower than 
the rates applied by the NREB.  

To fund the FIT payments to eligible RE developers, a FIT-Allowance charge will be imposed on all end-users. The FIT-
Allowance will be established by the ERC upon petition by the National Transmission Corporation or TransCo, which had 
been designated as the FIT Fund Administrator. Similar to the NREB’s FIT Rate Petition, the FIT-Allowance Petition will 
go through the process of public hearings and consultations. 

On February 5, 2014, the ERC released the FIT-Allowance Disbursement and Collection Guidelines to supplement the FIT 
rules. This set of guidelines will govern how the FIT-Allowance will be calculated using the formulae provided. It will also 
outline the process of billing and collecting the FIT-Allowance from the electricity consumers, the remittance to a specified 
fund, the disbursement from the FIT-Allowance fund and the payment to eligible RE developers.  The draft is currently 
undergoing public consultations. 

10.   Net Metering Program 

  
The RE Act mandates the DUs to provide the mechanism for the “physical connection and commercial arrangements 
necessary to ensure the success of the RE programs”, specifically the Net Metering Program.  The RE Act defines Net 
Metering as “a system, appropriate for distributed generation, in which a distribution grid user has a two-way connection to 
the grid and is only charged for his net electricity consumption and is credited for any overall contribution to the electricity 
grid”.  By their nature, net metering installations will be small (less than 100 kW) and will likely be adopted by the 
households and small business end-users of DUs.   
 
On September 4, 2012, the ERC released the first draft of the Proposed Net Metering Rules. The proposed rules will 
govern the implementation of the Net Metering program for RE sources. On September 21, 2012, the ERC conducted the 
first public consultation on the proposed rules. 



 
After consultations with stakeholders, the ERC issued on July 3, 2013 its Resolution No. 09, Series of 2013, entitled, “A 
Resolution Adopting the Rules enabling the Net Metering Program for Renewable Energy”. The rules will govern the 
DUs’ implementation of the Net Metering program.  Included in the Rules are the Interconnection Standards that shall 
provide technical guidance to address engineering, electric system reliability, and safety concerns for net metering 
interconnections.  The final pricing methodology, however, will be addressed in another set of rules and will be endorsed 
to the ERC in due course. In the meantime, the distribution utilities’ blended generation cost equivalent to the generation 
charge, shall be used as the preliminary reference price in the net metering agreement.  The rules took effect on July 24, 
2013. As at June 30, 2014, MERALCO has already energized 12 Net Metering customers, the country’s first participants to 
the net metering program.  

 
OTHER QUANTITATIVE AND QUALITATIVE DISCLOSURES 
 

(i) Any known trends or any known demands, commitments, events or uncertainties that will result in or that are 

reasonably likely to result in MERALCO’s liquidity increasing or decreasing in any material way. 
 
Not applicable 
 

(ii) Any events that will trigger direct or indirect contingent financial obligation that is material to     MERALCO, 

including any default or acceleration of an obligation. 
 

 
1. Mediation with NPC 

The NPC embarked on a Power Development Program or PDP, which consisted of contracting generating capacities and 
the construction of its own, as well as private sector, generating plants, following a crippling power supply crisis. To 
address the concerns of the creditors of NPC, namely, Asian Development Bank and the World Bank, the Department of 
Energy or DOE required that MERALCO enter into a long-term supply contract with NPC. 

Accordingly, on November 21, 1994, MERALCO entered into a 10-year Contract for Sale of Electricity or   CSE, with 
NPC to commence on January 1, 1995. The CSE and the rates and amounts charged to MERALCO therein were 
approved by the BOD of NPC and the then Energy Regulatory Board, respectively.  

Separately, the DOE further asked MERALCO to provide a market for half of the output of the Camago-Malampaya gas 
field to enable its development and production of natural gas, which was to generate significant revenues for the 
Philippine Government and equally significant foreign exchange savings for the country to the extent of the fuel imports 
which the domestic volume of natural gas will displace. 

MERALCO’s actual purchases from NPC exceeded the contract level in the first seven years of the CSE. However, the 
1997 Asian crisis resulted in a significant curtailment of energy demand. 

While the events were beyond the control of MERALCO, NPC did not honor MERALCO’s good faith notification of its 
offtake volumes. A dispute ensued and both parties agreed to enter into mediation. 

The mediation resulted in the signing of a Settlement Agreement or SA between the parties on July 15, 2003. The SA was 
approved by the respective BODs of NPC and MERALCO. The net settlement amount of P=14,320 million was agreed 
upon by NPC and MERALCO and manifested before the ERC through a Joint Compliance dated January 19, 2006.  The 
implementation of the SA is subject to the approval of ERC.  

Subsequently, the Office of the Solicitor General or OSG filed a “Motion for Leave to Intervene with Motion to Admit 
Attached Opposition to the Joint Application and Settlement Agreement between NPC and MERALCO.” As a result, 
MERALCO sought judicial clarification with the Regional Trial Court – Pasig Branch or RTC-Pasig. Pre-trials were set 
which MERALCO complied with and attended. However, the OSG refused to participate in the pre-trial and opted to 
seek a Temporary Restraining Order or TRO from the CA. 

In a Resolution dated December 1, 2010, the CA issued a TRO against RTC-Pasig, MERALCO and NPC restraining the 
respondents from further proceeding with the case. Subsequently, in a Resolution dated February 3, 2011, the CA issued 
a writ of preliminary injunction enjoining the RTC-Pasig from conducting further proceedings pending resolution of the 
Petition. In a Decision dated October 14, 2011, the CA resolved to deny the Petition filed by the OSG and lifted the 
injunction previously issued. The said Decision likewise held that the RTC-Pasig committed no error in finding the OSG 
in default due to its failure to participate in the proceedings. The RTC-Pasig was thus ordered to proceed to hear the case 
ex-parte, as against the OSG, and with dispatch. The OSG has filed an MR which was denied by the CA in its Resolution 



dated April 25, 2012.  The OSG filed a Petition for Review of the Certiorari with the SC.  In a Resolution dated July 25, 
2012, the SC required MERALCO to file a Comment. MERALCO's Comment was filed on October 29, 2012. The SC 
then issued a Resolution dated November 26, 2012 requiring the OSG to file a Reply. On February 19, 2013, the OSG 
filed a motion for extension to file a Consolidated Reply.   

With the dismissal of the petition filed by the OSG with the CA, MERALCO filed a motion for the reception of its 
evidence ex-parte with the RTC-Pasig pursuant to the ruling of the CA. In a Decision dated May 29, 2012, the RTC-

Pasig declared the SA, independent of the pass-through for the settlement amount which is reserved for the ERC, valid 
and binding.  The OSG has filed a Notice of Appeal with the RTC on June 19, 2012. Both parties filed their respective 
appeal briefs. In a decision dated April 15, 2014, the CA denied the appeal filed by the OSG of the RTC decision dated 
May 29, 2012. 

On January 22, 2014, MERALCO received a Notice of Judgment from the SC in stating that a Decision dated December 
11, 2013 was rendered by the First Division of the SC denying the Petition for Review on Certiorari by the OSG and 
affirming the decision promulgated by the CA on October 14, 2011. 

 
2. Sucat-Araneta-Balintawak Transmission Line 

The Sucat-Araneta-Balintawak transmission line is a two-part transmission line, which completed the 230kV-line loop 
within Metro Manila. The two main parts are the Araneta to Balintawak leg and, the Sucat to Araneta leg, which cuts 
through Dasmariñas Village, Makati City. 

On March 10, 2000, certain residents along Tamarind Road, Dasmariñas Village, Makati City or plaintiffs, filed a case 
with the Regional Trial Court – Makati Branch or RTC-Makati against NPC, enjoining NPC from further preparing and 
installing high voltage cables to the steel pylons erected near the plaintiffs’ homes and from energizing and transmitting 
high voltage electric current through said cables because of the alleged health risks and danger posed by the same. 
Following its initial status quo Order issued on March 13, 2000, RTC-Makati granted on April 3, 2000 the preliminary 
injunction sought for by the plaintiffs. The decision was affirmed by the SC on March 23, 2006, which effectively 
reversing a decision of the CA to the contrary. The RTC-Makati subsequently issued a writ of execution based on the 
order of the SC.MERALCO, in its capacity as an intervenor, was constrained to file an Omnibus Motion to maintain 
status quo because of the significant effect of a de-energization of the Sucat-Araneta line to the public and economy. 
Shutdown of the 230-kV line will result in widespread and rotating brownouts within MERALCO’s franchise area with 
certain power plants unable to run at their full capacities. 

On September 8, 2009, the RTC-Makati granted the motions for intervention filed by intervenors MERALCO and NGCP 
and dissolved the Writ of Preliminary Injunction issued, upon the posting of the respective counter bonds by defendant 
NPC, intervenors MERALCO and NGCP, subject to the condition that NPC and intervenors pay all damages, which the 
plaintiffs may incur as a result of the Writ of Preliminary Injunction. 

  
Thereafter, the plaintiffs questioned the RTC-Makati order before the CA. As at June 30, 2014, this case remains pending 
for resolution in the CA. 

 
Moreover, in its Order dated February 5, 2013, the RTC-Makati granted plaintiffs’ motion and directed the re-raffle of 
the case to another court after the judicial dispute resolution failed. 

 
3. Real Property Tax Assessment 

Several Local Government Units or LGUs assessed MERALCO for deficiency real property taxes on certain assets of 
MERALCO. The assets include any of electric poles, wires, insulators, and transformers, collectively referred to as 
TWIP. Of these LGUs, one has secured a favorable decision from the CA.  Such decision was appealed by MERALCO to 
the SC where it is now submitted for resolution. The cases of the other LGUs are pending with their respective 
administrative bodies or government offices. 

MERALCO also filed a case against the City of Manila before RTC–Pasig to enjoin the collection of real property taxes 
on the company's transformers and poles and nullify the RPT assessments made thereon based on the argument that these 
are not within the ambit of the definition of real property under the LGC.  The case is set for mediation after the City of 
Manila filed its comment on MERALCO's petition. 

In the event that the assessments are sustained by the SC and payment is warranted or appropriate, MERALCO will file 
for the recovery of any resulting real estate tax payments from customers in the relevant LGU through separate 
application with the ERC.  

 



4. Local Franchise Tax  

Certain municipalities have served assessment notices on MERALCO for local franchise taxes. As provided in the LGC, 
only cities and provincial governments may impose taxes on establishments doing business in their localities. On the 
basis of the foregoing, MERALCO and its legal counsel believe that MERALCO is not subject or liable for such 
assessments. 

5. Deferred Purchased Power Adjustment or PPA 

On October 14, 2009, the ERC released its findings on MERALCO’s implementation of the collection of the approved 
pass-through cost under-recoveries in 2004. ERC directed MERALCO to refund P=268 million of deferred PPA 
transmission line costs related to QPPL and deferred accounting adjustments or DAA incurred to customers, along with P=
184 million in carrying charges, or an equivalent of P=0.0169 per kWh. MERALCO implemented the refund beginning 
November 2009 until September 2010. However, the ERC has yet to rule on MERALCO’s deferred PPA under-
recoveries of P=106 million, which does not represent the transmission line fee. As at June 30, 2014, MERALCO has filed 
a Motion for Reconsideration, which is pending decision by the ERC. 

6. SC Decision on Unbundling Rate Case 
 
On May 30, 2003, the ERC issued an Order approving MERALCO’s unbundled tariffs that resulted in a total increase of 
P=0.17 per kWh over the May 2003 tariff levels. However, on August 4, 2003, certain consumer and civil society groups 
filed a Petition for Review with the CA on the ERC’s ruling. On July 22, 2004, the CA set aside the ERC’s ruling on 
MERALCO rate unbundling and remanded the case to the ERC. Further, the CA opined that the ERC should have asked 
the Commission on Audit or COA, to audit the books of MERALCO. The ERC and MERALCO subsequently filed 
separate motions asking the CA to reconsider its decision. On January 24, 2005, as a result of the denial by the CA of the 
motions, the ERC and MERALCO elevated the case to the SC. 

In an En Banc decision promulgated on December 6, 2006, the SC set aside and reversed the CA ruling saying that a 
COA audit was not a prerequisite in the determination of a utility’s rates. However, while the SC affirmed ERC’s 
authority in rate-fixing, the SC directed the ERC to request COA to undertake a complete audit of the books, records and 
accounts of MERALCO. On January 15, 2007, in compliance with the directive of the SC, ERC requested COA to 
conduct an audit of the books, records and accounts of MERALCO using calendar year 2004 and 2007 as test years.  

The COA audit, which began in September 2008, was completed in August 2009. 

On February 17, 2010, the ERC issued its Order directing MERALCO and all intervenors in the case to submit within 15 
days from receipt their respective comments on the COA’s “Report No. 2009-01 Rate Audit Unbundled Charges.” 

On July 1, 2011, the ERC maintained and affirmed its findings and conclusions in its Order dated March 20, 2003. The 
ERC stated that the COA recommendation to apply disallowances under PBR to rate unbundling violates the principle 
against retroactive rate-making. An intervenor group filed a motion for reconsideration of the said Order. On September 
5, 2011, MERALCO filed its comment to the intervenor’s motion for reconsideration. On February 4, 2013, the ERC 

denied the intervenor’s motion for reconsideration. The intervenor filed a petition for review before the CA. MERALCO 
is awaiting further action of the CA on this matter. 

(iii) All material off-balance sheet transactions, arrangements, obligations (including contingent obligations), 

and other relationships of MERALCO with unconsolidated entities or other persons created during the reporting 

period. 
 

Not Applicable. 

(iv) Any material commitments for capital expenditures, the general purpose of such commitments, and the 

expected sources of funds for such expenditures should be described. 

 

                                        2014 Capital Expenditure Requirements (In millions) 

Electric capital projects P=10,667 

Non-electric projects and other capitalized items 3,898 

Total capital expenditures P=14,565 

As at June 30, 2014, MERALCO has met, and expects that it will continue to meet its capital expenditure requirements 
primarily from cash flow from operations, and working capital.  



MERALCO is required by the ERC to take necessary steps, including making necessary capital expenditures, to build and 
maintain its network so as to meet minimum performance and service requirements and in any event to make capital 
expenditures in each quarter at least equal to the amount of depreciation taken in the prior years.  Most expenditure on 
transmission and substation projects, supervisory control and distribution automation, and distribution line projects are 
non-discretionary.  The remaining capital expenditure is discretionary, which encompasses allocation projects, 
telecommunications projects and other non-electrical capital expenditure.  If the actual peak demand is lower than the 
forecasted demand, a portion of the non-discretionary capital expenditure may become discretionary. 

 
MERALCO has an approved capital expenditure budget of P=14,565 million for the year ended December 31, 2014, of 
which about 73% represents planned expenditures for the electric projects of the power distribution business.  It has to 
prioritize its projects to only those deemed urgent in the 2014 project line up.  Funding of capital expenditures will be 
sourced substantially from internally generated cash flow and borrowings from local and foreign financial institutions.   

The P=14,565 million approved capital expenditure budget is geared to support projects on areas with large concentration 
of core customers, give priority to correction of normal deficiencies in the system, stretch loading limits of MERALCO 
facilities and initiate practical and cost-effective projects to correct system deficiencies. 

     Any known trends, events or uncertainties that have had or that are reasonably expected to have a material 

favorable or unfavorable impact on net sales or revenues or income from continuing operations should be 

described. 

 

1. Retail Competition 
 
See related preceding discussions under ELECTRIC POWER INDUSTRY DEVELOPMENTS AND UPDATES.  

 
2. Petition for Dispute Resolution  

  
On September 9, 2008, MERALCO filed a Petition for Dispute Resolution with the ERC, against PEMC, TransCo, NPC 
and PSALM as a result of the congestion in the transmission system of TransCo arising from the outages of the San Jose-
Tayabas 500kV Line 2 on June 22, 2008, and the 500kV 600 MVA Transformer Bank No. 2 of TransCo’s San Jose, 
Bulacan substation on July 11, 2008. The Petition seeks to, among others, direct PEMC to adopt the NPC-TOU rate or 
the new price determined through the price substitution methodology of PEMC as approved by the ERC, as basis for its 
billing during the period of the congestion and direct NPC and PSALM to refund the transmission line loss components 
of the line rentals associated with NPC/PSALM bilateral transactions from the start of WESM operation on June 26, 
2006. 

 
In a Decision dated March 10, 2010, the ERC granted MERALCO's petition and ruled that there is double charging of the 
Transmission Line Cost on MERALCO by NPC for the TSC quantities to the extent of 2.98% loss factor, since the start 
of the TSC in November 2006. Thus, NPC was directed to refund/collect line rental adjustment to/from MERALCO. In 
the meantime, the ERC issued an Order on May 4, 2011 directing PEMC to submit an alternative methodology for the 
segregation of line rental into congestion cost and line losses from the start of the WESM.PEMC has filed its compliance 
submitting its alternative methodology.  

On September 8, 2011, MERALCO received a copy of PEMC’s compliance to ERC’s directive and on November 11, 
2011, MERALCO filed a counter-proposal which effectively simplifies PEMC’s proposal. 

On November 11, 2011, MERALCO filed its Motion to Implement the Decision Dated March 10, 2010 By Immediately 
Effecting the Refund/(Collection) of Line Rental Adjustments to Consumers.  On December 21, 2011, PSALM filed its 
Comment on MERALCO’s said Motion. Then, in an Order of the ERC dated January 24, 2012, it directed PEMC, 
TRANSCO and NPC to submit their respective comments on MERALCO’s motion within five days from receipt.  

In an Order of the ERC dated June 27, 2012, MERALCO was directed to submit its computation of the amount of the 
double charging of line loss on a per month basis from June 26, 2006 up to the present.  On July 4, 2012, MERALCO 
filed its Compliance to the said Order.  Thereafter, the ERC issued an Order directing the parties to comment on 
MERALCO's submissions.   

In an Order dated March 4, 2013, the ERC approved the methodology proposed by MERALCO and PEMC in computing 
the double charged amount on line losses by deducting 2.98% from the NPC-TOU amount.  Accordingly, the ERC 
determined that the computed double charge amount to be collected from NPC is  
P=5.2 billion, covering the period November 2006 to August 2012 until actual cessation of the collection of the 2.98% 
line loss charge in the NPC-TOU rates imposed on MERALCO, while the amount to be collected from the SGCs is P=4.7 
billion.  Additionally, MERALCO was directed to file a petition against the following SGCs: MPPCL,APRI, TLI, SMEC 
and SCPC, within thirty (30) days from receipt thereof, to recover the line loss collected by them. MERALCO filed a 
motion for clarification with the ERC regarding the directives contained in the March 4, 2013 Order.   



In an Order dated July 1, 2013, the ERC issued the following clarifications/resolutions: 1) SPPC should be included as 
one of the SGCs against whom a petition for dispute resolution should be filed by MERALCO;  
2) Amount to be refunded by NPC is not only P=5.2 billion but also the subsequent payments it received from MERALCO 
beyond August 2012 until the actual cessation of the collection of the 2.98% line loss charge in its TOU rates; 3) Petition 
to be filed by MERALCO against the SGCs should not only be for the recovery of the amount of P=4.7 billion but also the 
subsequent payments beyond August 2012 until the actual cessation of the collection of the 2.98% line loss charge in its 
TOU rates. ; 4) “SCPC Ilijan” pertains to SPPC instead. Thus, the refundable amount of P=706 million pertaining to 
“SCPC Ilijan” should be added to SPPC’s refundable amount of P=1.1 billion; 6) Grant the “Motion for Extension” filed 
by MERALCO and was directed to file a petition against the following SGCs: MPPCL, APRI, TLI, SMEC, SCPC and 
SPPC, otherwise, it shall be the one liable to refund the subject amount to its customers; and 7) deny the respective 
“Motions for Reconsideration” filed by NPC and PSALM. 

On September 12, 2013, MERALCO filed a Manifestation with Motion with the ERC seeking approval of its proposal to 
offset the amount of P=74 million against some of its monthly remittances to PSALM. PSALM and NPC filed their 
comments ad cautelam on MERALCO’s Manifestation and Motion. MERALCO is awaiting the resolution of the ERC on 
its Manifestation and Motion. On November 4, 2013, MERALCO filed its Reply.  MERALCO is awaiting the resolution 
of the ERC on its Manifestation and Motion.  

On October 24, 2013, MERALCO received PSALM’s Petition for Certiorari with the CA (With Urgent TRO and/or Writ 
of Preliminary Mandatory Injunction Applications) to question the March 4, 2013 and July 1, 2013 Orders of the ERC. 
In a Resolution dated December 29, 2013, the CA gave MERALCO until December 26, 2013, within which to submit its 
Comment on the Petition for Certiorari and to show cause why the prayer for the Application for TRO and/or 
Preliminary Injunction should not be granted (“Comment and Opposition”). On December 23, 2013, January 5, 2014 and 
January 15, 2014, MERALCO requested for an additional period of ten (10) days each, within which to submit its 
Comment and Opposition. 

On February 2, 2014, MERALCO filed its Comment to said Petition. The CA has yet to rule on the Petition.  

 PSALM versus PEMC and MERALCO 

Due to the unusually large increases in WESM prices during the 3rd and 4th months of the WESM operations, MERALCO 
raised concerns with the PEMC to investigate whether WESM rules were breached or if anti-competitive behavior had 
occurred. 

While resolutions were initially issued by the PEMC directing adjustments of WESM settlement amounts, a series of 
exchanges and appeals with the ERC ensued. ERC’s decision directing the WESM settlement price for the 3rd and 4th 
billing months to be NPC-TOU rates, prompted PSALM to file a Motion for Reconsideration with the CA, which was 
denied on November 6, 2009. In December 2009, PSALM filed a Petition for Review on Certiorari with the SC. 
 
As at June 30, 2014, PSALM’s petition for review is pending resolution by the SC. 

 
3. Petition for Dispute Resolution with NPC on Premium Charges  
 

On June 2, 2009, MERALCO filed a Petition for Dispute Resolution against NPC and PSALM with respect to NPC’s 
imposition of premium charges for the alleged excess energy it supplied to MERALCO covering the billing periods May 
2005 to June 2006. The premium charges amounted to P=315 million during the May-June 2005 billing periods, which 
have been paid for by MERALCO, and P=318 million during the November 2005, February 2006 and April-June 2006 
billing periods, which is being disputed and withheld by MERALCO. MERALCO believes that there is no basis for the 
imposition of the premium charges. The hearings on this case have been completed and MERALCO is now awaiting the 
resolution of the ERC on the petition. 

4. Recovery of Local Franchise Tax 
 

On March 25, 2011, MERALCO filed with the ERC an Application for recovery of LFT paid but are not yet billed to 
customers for the period beginning first quarter of 1993 up to the second quarter of 2004 for five provinces, namely: 
Bulacan, Batangas, Cavite, Laguna and Rizal; and 14 cities, namely: San Jose Del Monte, Batangas, San Pablo, 
Tagaytay, Lucena, Mandaluyong, Marikina, Quezon, Caloocan, Pasay, Las Piñas, Manila, Pasig and Calamba. The LFT 
is recognized as a legitimate and reasonable DU expense in the ERC’s Unbundling decision. 

In a Decision dated February 27, 2012, the ERC released its Order approving with modifications MERALCO’s 
application. The ERC approved recovery of LFT amounting to P=1,571 million plus carrying charges of P=730 million. As 
directed by the ERC, the recovery was reflected as a separate item in the MERALCO billing statement to its customers 



beginning April 2012. As at June 30, 2014, a total of P=1,016 million LFT and carrying charges have been billed to 
affected customers. 

5. Supreme Court Temporary Restraining Order on MERALCO’s December 2013 Billing Rate Increase 

 
On December 9, 2013, the ERC gave clearance to the request of MERALCO to implement a staggered collection over 
three (3) months covering the December 2013 billing month for the increase in generation charge and other bill 
components such as VAT, LFT, transmission charge, and SL charge, which reflected a total increase of P=4.15 per kWh for 
a 200-kWh residential consumer.  The generation costs for the November 2013 supply month increased significantly 
because of the use of the more expensive liquid fuel or bio-diesel by the natural gas-fired power plants that were affected 
by the Malampaya Gas Field or Malampaya, shutdown from November 11 to December 10, 2013.  This was 
compounded by the aberrant spike in the WESM, charges on account of the scheduled and extended shutdowns, and the 
forced outages, of several base load power plants, as well as the non-compliance with WESM Rules by certain plants 
resulting in significant power generation capacities not being offered and dispatched.   
 
The Department of Justice commenced an investigation while the House of Representatives and the Senate conducted 
separate hearings to determine the underlying reasons for the price increase, including any possible collusion among the 
power firms.  In the meantime, MERALCO proceeded with billing its captive customers with the ERC approval. 
 
On December 19, 2013, several party-list representatives of the House of Representatives filed a Petition against 
MERALCO, ERC and the DOE before the SC, questioning the ERC clearance granted to MERALCO to charge the P=4.15 
per kWh price increase, alleging the lack of hearing and due process.  It also sought for the declaration of the 
unconstitutionality of the EPIRA, which essentially declared the generation and supply sectors competitive and open, and 
not considered public utilities.  A similar petition was filed by a consumer group and several private homeowners 
associations challenging also the legality of the AGRA that the ERC had promulgated.  Both petitions prayed for the 
issuance of TRO, and a Writ of Preliminary Injunction. 
 
On December 23, 2013, the SC consolidated the two (2) Petitions and granted the application for TRO effective 
immediately and for a period of sixty (60) days, which effectively enjoined the ERC and MERALCO from implementing 
the P=4.15 per kWh price increase. The SC also ordered MERALCO, ERC and DOE to file their respective comments to 
the Petitions. Oral Arguments were conducted on January 21, 2014, February 4, 2014 and February 11, 2014.  
Thereafter, the SC ordered all the Parties to the consolidated Petitions to file their respective Memorandum on or before 
February 26, 2014 after which the Petitions will be deemed submitted for resolution of the SC. MERALCO complied 
with said directive and filed its Memorandum on said date. 
 
On February 18, 2014, acting on the motion filed by the Petitioners, the SC extended for another 60 days or until April 
22, 2014, the TRO that it originally issued against MERALCO and ERC last December 23, 2013.  The TRO was also 
similarly applied to the generating companies, specifically MPPCL, SMEC, SPPC, FGPC, and the NGCP, and the 
PEMC (the administrator of WESM and market operator) who were all enjoined from collecting from MERALCO the 
deferred amounts representing the P=4.15 per kWh price increase for the November 2013 supply month. 
 
In the meantime, on January 30, 2014, MERALCO filed an Omnibus Motion with Manifestation with the ERC for the 
latter to direct PEMC to conduct a re-run or re-calculation of the WESM prices for the supply months of November to 
December 2013. Subsequently, on February 17, 2014, MERALCO filed with the ERC an Application for the recovery of 
deferred generation costs for the December 2013 supply month praying that it be allowed to recover the same over a six 
(6)-month period.   
 
On March 3, 2014, the ERC issued an Order voiding the Luzon WESM prices during the November and December 2013 
supply months on the basis of the preliminary findings of its Investigating Unit that these are not reasonable, rational and 
competitive and imposing the use of regulated rates for the said period. PEMC was given seven (7) days upon receipt of 
the Order to calculate these regulated prices and implement the same in the revised WESM bills of the concerned. 
PEMC’s recalculated power bills for the supply month of December 2013 resulted in a net reduction of the December 
2013 supply month bill of the WESM by P=9,274 million. Due to the pendency of the TRO, no adjustment was made to 
the WESM bill of MERALCO for the November 2013 supply month. The timing of amounts to be credited to MERALCO 
is dependent on the reimbursement of PEMC from associated generator companies. However, several generating 
companies, including MPPCL, SN Aboitiz Power Corporation, TeaM (Philippines) Energy Corporation, Panasia Energy 
Holdings, Inc., and SMEC, have filed motions for reconsideration questioning the Order dated March 3, 2014. Meralco 
has filed a consolidated comment to these motions for reconsideration. The ERC has yet to resolve these motions.  
  
In view of the pendency of the various submissions before the ERC and mindful of the complexities in the 
implementation of ERC’s Order dated March 3, 2014, the ERC directed PEMC to provide the market participants an 
additional period of 45 days to comply with the settlement of their respective adjusted WESM bills. In an Order dated 
May 9, 2014, the parties were then given an additional non-extendible period of 30 days from receipt of the Order within 
which to settle their WESM bills. However, in an Order dated June 6, 2014 and acting on an intervention filed by 



Angeles Electric Corporation, the ERC deemed it appropriate to hold in abeyance the settlement of PEMC’s adjusted 
WESM bills by the market participants.  
  
On April 22, 2014, the SC extended indefinitely the TRO issued on December 23, 2013 and February 18, 2014 and 
directed generating companies not to collect from MERALCO. The SC has yet to resolve the various petitions filed 
against MERALCO. 

 

(v) Any significant elements of income or loss that did not arise from the registrant’s continuing operations. 

 
None 

 

(vi)  Any seasonal aspects that had a material effect on the financial condition or results of operations. 
 

Seasonality of Operations and Growth Drivers 

 
Approximately 98% of MERALCO Group’s operating revenues pertain to sale of electricity distributed by MERALCO 
and CEDC. 

 
The electricity sales of MERALCO and CEDC exhibit a degree of quarterly seasonality.  The kWh sales in the first 
quarter is lower than the average of the year as this period is characterized by cooler temperature and softer consumer 
demand following heightened consumer spending in the last quarter of the year.  The second quarter is marked by higher 
than average kWh sales.  This is due to a number of factors, including: increased consumption of households and 
commercial establishments due the summer season; increased production of industries to replenish stocks and in 
preparation for the opening of classes; and, heightened construction activity to take advantage of the sunny weather.  
Despite the onset of the rainy season which tapers cooling requirements of commercial establishments, kWh sales 
typically peaks on the third quarter of the year.  Manufacturing industries that cater to the export market have their peak 
production schedule at this time as they rush to meet shipping deadlines to foreign markets.  Industries catering to the 
domestic market are also now starting production in preparation for the Christmas season.  Lastly, the fourth quarter 
performance is about the average of the year.  Industrial production winds down while households and commercial 
establishments also cut down on their cooling loads. Given this perspective on the seasonality of kWh sales, a higher 
proportion of the MERALCO’s and CEDC’s revenues are earned on the second half of the year. 

Aside from the quarterly seasonal pattern, kWh sales on a year-on-year basis adjust as a result of a number of factors.  
Sales of electricity normally increase in periods of economic growth, low inflation and electricity rates, and in periods of 
high temperatures over extended period of time, e.g. the El Niño episodes. 

The following table sets forth MERALCO Group’s quarterly sales in GWh. 

Period 2014 2013 

First Quarter 7,908 7,777 

Second Quarter 9,391 9,086 

Third Quarter  8,753 

Fourth Quarter   8,468 

Total 17,299 34,084 

 

  The businesses of all other subsidiaries are not highly seasonal. 

(vii) Any known trends, demands, commitments, events or uncertainties that will have a material impact of the 

issuer’s liquidity. 

The Management is not aware of any known trends, demands, commitments, events or uncertainties that may deem 
potentially have a material impact on MERALCO Group’s liquidity as at June 30, 2014. 

(viii) Discussion of MERALCO’s and its majority-owned subsidiaries top five (5) key performance indicators.  It 

shall include a discussion of the manner by which MERALCO calculates or identifies the indicators presented on a 

comparable basis. 
 

Listed hereunder are MERALCO’s major subsidiaries namely CEDC, MGen, MIESCOR, e-MVI, RSIC and CIS.  The 
following table summarizes their key financial performance and indicators as at June 30, 2014 and December 31, 2013 
and for the six months ended June 30, 2014 and 2013.   

 
 



 

 

Financial Highlights and Ratios7 of Major Subsidiaries  
As at and for the six months ended June 30, 2014 and 2013 

 (Amounts in millions, except 

or 
CEDC MGen MIESCOR e-MVI RSIC CIS 

 
 financial ratios and % change) 30-Jun 31-Dec % 

change 

30-Jun 31-Dec % 30-Jun 31-Dec % 

change 

30-Jun 31-Dec % 

change 

30-Jun 31-Dec 

% change 

30-Jun 31-Dec % 

change   2014 2013 2014 2013 change 2014 2013 2014 2013 2014 2013 2014 2013 

Percentage of ownership 65% 65%   

 
100% 

 
100% 

 

 99%   99%    100% 100%  

 
100%

%  
 100%    51% 51%  

                             Condensed Statements of Financial Position                      

 Total assets 1,533 1,414 8 18,303 17,921 2 2,779   2,259  23 1,088 993 10 953 
           

1,281  (26) 1,410 1,274 11 

 Current assets 977 876 12 5,036 5,639 (11) 2,336    1,886  24 386 362 7 631    877 (28) 1,337 1,202 11 

 Cash and cash equivalents 639 594 8 158 270 (41) 631      338  87 110 131 (16) 195    208  (6) 486 544 (11) 

 Equity 889 469 90 18,264 17,870 2 874        914  (4) 897 820 9 326         316  3 399 443 (10) 

 Total debt8 - -             
-   

 - -  318        114  179 - -  -         -    - -  

 Current liabilities 373 666 (44) 27 38 (29) 1,788    1,305  37 162 156 4 81     283  (71) 999 825 21 

                    
Financial Ratios                  

 Debt-to-equity ratio - -                
-   

- - -  0.36       0.12 
  

- - - - -          -   - - - - 

 Current ratio 2.62 1.32  100 186.52 148.39 26 1.31 1.45  (10) 2.38 2.32 3 7.79 3.10  151 1.34 1.46 (8) 
                      

 Six Months Ended 

%change 

Six Months Ended 
 

Six Months Ended 

%change 

Six Months Ended 

%change 

Six Months Ended 

%change 

Six Months Ended 

%change 

    30-June 30-June 
 

30-June 30-June 30-June 30-June 

 2014 2013 2014 2013 %change 2014 2013 2014 2013 2014 2013 2014 2013 
                      
Condensed Statements of Income                 

 Revenues 1,411 1,188 19 - - - 1,476 1,615 (9) 272 218 25 89 74 20 498 417 19 

 Costs and expenses 1,301 1,096 19 288 145 97 1,428 1,602 (11) 171 136 26 71 78 (9) 349 318 10 

 Net income (loss) 112 94 19 (535) (96) (457) (29) (3) 867 78 58 34 10 1 900 106 74 43 
                     
Financial Ratios                  

 Profit margin 7.9% 7.9% 0 - -  (2.0%) (0.2%)    958 28.7% 26.6% 8 11.2% 1.9%   491 21.3% 17.7%       20 

 Return on equity 12.6% 12.8% (2) (2.9%) - (100) (3.3%) (0.3%)    1,006 8.7% 7.7%        13  3.1% 0.4%    667 26.6% 21.5%      24 

 Asset turnover         0.92  0.89  3 - - - 0.53         0.89  (40)        0.25  0.23         9    0.09         0.08  17        0.35        0.44    (20)  

                                                           

11 The manner of computing the financial ratios for subsidiaries is the same with computing for the financial ratios of MERALCO as presented in Financial Highlights and Key Performance Indicators. 
8 Total Debt is composed of notes payable and interest-bearing long-term financial liabilities, current and non-current portions. 



 

 

 

 

 
 

ANNEX – Aging of Trade and Other Receivables  

 As at June 30, 2014  

 (Amounts in millions)  

        

    T o t a l  1 - 30 days   31 - 60 days  

61 - 90 

days  

 Over   

 90 days  

Trade Receivables – Electricity       

 A) Billed Trade Receivables       

      Residential P=10,765  P=7,288  P=684   P=180   P=2,613  

      Commercial 9,625 6,643   387  123 2,472 

      Industrial 3,754 2,609   18  7 1,120 

Flat Streetlights  607  84   1   29   493  

Total Billed Trade Receivables 24,751 16,624 1,090 339 6,698 

 B) Unbilled Trade Receivables  3,798 3,798                -                -                - 

       

Total Trade Receivables Electricity  28,549 20,422 1,090 339 6,698 
        

 Other Trade Receivables  2,659  2,659                 -                -                - 

        

 Gross Trade Receivables  31,208 23,081 1,090 339 6,698 

        

 Non-Trade Receivables  3,393 3,393                 -                -                - 

      

 Total Receivables   34,601 26,474 1,090 339 6,698 

      
 
Allowance for Doubtful Accounts (3,444)  (3,444)  -    -    -   

        

 Net Receivables  P=31,157 P=23,030 P=1,090 P=339 P=6,698 
























































































































































































































































