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T  h  e   P  h  i  l  i  p  p  i  n  e   S  t  o  c  k   E x c h a n g e ,   I n c .

Date : April 8, 2005
Company : MANILA ELECTRIC COMPANY

Manila Electric Company (“MER” or the “Company”), through SEC Form 17-C
dated April 8, 2005, furnished the Exchange the attached copies of the following:

a) 2004 Financial and Operational Results; and
b) Press Release entitled “MERALCO Reports 2004 Financial

Performance”.

Further, the Company provided the Exchange a copy of its Audited Financial
Statements for the year ended December 31, 2004.  A copy of the said report
shall be made available for reference at the PSE Centre and PSE Plaza libraries.
The same shall likewise be made available for downloading at the PSE website:
www.pse.com.ph (under Listed Companies).

For your information.

(Original Signed)
JURISITA M. QUINTOS
Senior Vice President
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Manila Electric Compa~y
2004 Financial and OpeJational Results

I

OPERATIO NAL HIGHLIGlITS

I. ~-~.,~r

Sale-" grew 3.5% to 24,560 gWh in 2004 in line with the 3.8% Sale-" CAGR for the pa.."t
I 'Ifive years. I '

,.

~

The con1Inercial segmtnt, tile fastest growing in t&n1S of ~stOmer count at 4.9%,
continued to lead th~ sales growth, rising by 4;8% to ~:, 777 gWh from 2003.
Colnmercial sales wer driven by the Retail Trade al1d Tr' ort segment~, which
expanded by 23.4% an~ 18.1%, respectively. The increa.c;ed el : 'tricity demand of newly
energized malls in 2~ namely SM Da.c;marifias, SM Ba~ga.c;, Robin..c;on's Place
Pioneer, Araneta Gate ay Mall, Metro Market! Market! as ,*eIl a.c; tile expanc;ion of
exLc;ting ones such as Fairview and SM Makati fuelled thiS! segment's growth. The
planned opening of ne I malls this year such as SM Mall of A1ia, SM San Lazaro, and
SM Valenzuela are eXP(ted to further push up sales. The com~ letion and full operation

of the LRT2 System als added to this sector's bullish trend. :

Sale-c; of the residential egment gr~w by 2.5% to 8,742 gWh wl tile addition of better-
tilan-expected 140,000 pew residential customers or an incr~ of 3.8%. Customers,
particularly those belonging to tile Broad DE Segment (those M~;I 'ng an average monthly

consumption of betweei 1-150 kWh) drove up re.<;idential sale.c; , y 4.9% while the Broad
C Segment (COl1SUmi~between 151-800 kWh) closed wi~ a 2.5% growth. This
segment's modest gro was tempered by inc'Teasing infiatio~ pressures (Con..~umer
Price Index-National ;apital Region of 3.2% in 2003 to 5.1% in 2004) and rising
generation rates by NPq in November 2004. J

~:--- Sales of the industrial s~gment expanded by 3.1% to 7,003 gWht"n 2004 despite a decline
in th~umbeJ: of custqmers. The Electrical MachineJ:Y and ODd Industrie.-; weJ:e the
main growth driveJ:s fori this segment, registering 18.1 % and 7.5, increases, re.<;pectively.

KW DEMAN~

B.

Since the rate unbundlirlg in June 2003, KW Denland charges,~e tariff for large services
whi'ch number 81,898 ot 2% of the company's 4.2 nlillion Gusto er base, have become a
major revenue stream li~ addition to energy sal e , contribu l ng approximately 2~%
con1pared to only 5% pnor to June 2003. KW Demand rose ~y 1.1% from the perIod
June-December 2003 ~ June-December 2004. The industri~ driving energy sale..c;,
namely Retail Trade iin the Con1nlercial Segment and Electrical MachiIlery in the
Industrial Sector, were tJIe same ones pushing up KW Demand, fusing by 8.2% and 6.2%,

re.~pectively. I

,
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AVERAGE RETAIL RATEII.
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Meralco's average retail rate fo~
The rise was largely the result I
1.37 per kWh in Luzon. For9
was only partial a.<; the coll1pan~2004.

2004 increased to P 6.03 per kWh tram
af NPC's generation charge adjustnlen~i
nately for Meralco customers, the effe ;
sourced 60% of itc; power fTom NPC an:

P 5.88 per kWh in 2003.
in November 2004 by P
of the NPC' a~justment
the re..,t from its IPPs ll1

,

1;0--
SYSTEM LOSSIII.

~

.,
'. ~;.-i!;~.

to 11.1 a percent, higher 1han 1 0.85 perl:5Donding 

unrecoyerable purcha."ed po~

System loss for 2004 increa.c;ed
system loss resulted to a cod
compared to P 1.5 billion in 20q

ent in 2003. The higher'er 
cost of P 2.0 billion

13.

partly at1ributable to 'the one-time One-j
2004. When normalized, syst~m Ios~ t~:age 

points greater than in 2003: II

The higher system loss was als~
financial adjustment in Januar.~
been 10.96 percent, 0.11 perceq

lay,Power 

Sales (ODPS)
If 2004 would have only

~\\~.,~-

Laken la.c;t year such as
Lpprehension of squatteractivities.

and semester af 2004.

Neverthele.c;s, inten.c;ified systeln loss reduction measure.c; wer~e und~
focusing on distribution circuilts with the higbe.c;t losse.c;, ag&Jfessive I
colonie.c; re.c;ol"ting to illegal ser~ice colmections, and improved detecti° jl

I i

On a bright note, system loss stiowed signs of a decliniIlg trend in the s :,~
~"'"" IV. SYSTEM RELIABIL)

System reliability in tern1.<; ot
measured by Cumulative Intefl"
(15.67 time-<; in 2003) and 11.
typhoon-<; la..<;t year .

Interruption FrE'4uency Rate (IFR) alfu system availability 3..\)
~ption Time (CIT) conti?ued to reach r~ord levels ~f 13.34 time..\)
)7 hours (14.60 hours III 2003), re.."peq!JVely de..\)plte two major

I;;

L-
This sustained improvement w~
capital projects and a focused e~

.s 

largely attributable to the conlpletioll
ec.'tric system maintenance progranl.

)f a well-planned electric

~
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REGULATORY 

HIGHLIGl{TS

.

.-"""

I. RA TE-RELATED DEr

VELOPMENTS

A Court of Appeals ~uling on Meralco's ERC-approved TaN

1ft' 

Unbundling~
La."t Marc.h 11, 2005. *eralCO filed a "petition for Review" ~I
Court, asking for: I ..4

th the Supreme

rulings 

filed by~,..
~

Reversal and setting I aside of the July 2. 2004 Decision and J~uary 24, 2005
Re..~olution of the yourt of Appeals. which aIll1Ulled and :~e aside ERC'srulings 

on Meralco'slrate Ullbundling case; ,I
Dismissal of the petITion for review of ERC's unbundling'
oppositors of Meralcb before the Court of Appeals; and.
Rein.~tatement and ~rmation oftheERC's unbundling rulin,~Is

~ltion on the matter last February 11, 200~ERC filed a separate pe~

B. Supreme Court Rd
Provisional Rate AJ

ling on MeraJco's 12-centavo / kWh
Ijustment

~ Last J~n.e 15, 2004 d1lsion,. SC upheld authori~ of E~C to ,il:sue Provisional
Authontie.,; cPA) ex pa: te WIthOut need of publIC hearIngs. -, owever, SC set
a.,;ide the provisional uthority (P A) for a 12-centavo/kWh ~ate hike issued
November 27, 2003 fo non-observance of procedural requireI~ ent..';, ERC and

Meralco. fil~ respec~v~ Motion.,; for R.ecoll.-;ideration within. the! 5-day deadline.

Matter IS still pending I oefore the High Court. Meanwhile, RC has yet to
resume hear~ on Merltico's rat~ filing. :

~
~-

C. ERC Approval of 4lutomatic Monthly Generation and S~tem Loss
Rate Adjustment Mechanism J

Last October 13, 2004, .l e ERC issued guidelines .on the automa'c ad.justment of

the generation and systTm loss charges of distribution utilities V's) The new
!:,ruidelines ~llowed Meri co to immediately reflect NPC' s recen~ provisional rate
act.jusullent in Novembe 2004. The guideline." will also mean I at the "System
Loss Charge'.' will no vary monthly, depending on chang: in Meralco's
purchased power cost". I i~,

"'"'"',.-

D. Distribution Wheel

Ing 

Rate Guidelines

ERC relea.."ed last Janu
Commission last DocenJ
of when to enter, but on!

ary 10, 2005 the DWRG, which wa.<; 1
Der 20, 2004 Distribution Utilities are ~::e 

in, must stay with the PBR. Last Janu

.pproved 

by the
~iven the choice
ary 14, Meralco

~
~'""
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wrote ERC of its inten~
Based Rates (PBR) by I

I 

.i

'on to join Group A2, which will imple~
July I, 2007. -1

ent Performance.

[AL

II. ERC PROMULGAT:ifS MAGNA CARTA FOR RESIDEN'll
jELECTRICITY CONfUMERS -I

ERC approved Magna Carta fdr residential cus~omers last June j 7. 1 040 This took effect on
July 19. 2004. rmplen~enting IGuidel~nes. subse~ently'released. too~!effect ?n ~ovember 26.
2004. 111 con.~onance Wltl1 the firat gwdelines. refund of meter depoSl of re..~ldentlal customers
shall start in 2006 which is e..~tiIf1ated at Pl.3 billion, including accrued iJ, ,tere..~t~

;

On tile otiler hand, refund of S~.Vice dep.~si~~ ~plicable oilly to those ~
year good payment record st~ng tile effectivIty of the Magna Carta o~
e..~timated at P2.9 billion includih1g accrued intere..~t. i

.i II

no 

have e.<;tablished a 3-
earlie.<;t in 2007. This is

III. 

IMPLEMENTATI°!i OF SUPREME COURT-MANDATE REFUND
I

By the end of December 2004,[ Meralco had completed processing of r, nds for re.<;idential and
general service customers, which covered 5.1 million accounts, repre.<;' nting 98% of customers
entitled to refund. The amoudt processed was Pll.6 billion, or abou~ 38% of total refundable
all10unt -1- I

""'"f?
;

Meralco submitted proposal fO~ Phase IV, covering commercial and indr' strial customers, to ERC
la."t Septenlber 4, 2004. Pha."eIIV to be further divided into tow sub-p~ se..c;. Pha.c;e IV-A covers
commercial and industrial acc~)unts with contracted demand < 40kW! Pha.c;e IV-B covers all
other commercial and indu.c;triaJ customers. I

,-
~~,

Last December 21,2004, ERClhas approved tl1e Phase IV_A proposal
r' d Meralco has received

tl1e Order on January 6, 2005. Tn its Order, ERC also ruled tl1at payn1en of interest on the refund,
as demanded by certain grouPS~ has no legal basis. 1

~"
~"~

BIR informed Meralco last JaIlbary 13, 2005~ tllat it would be designat~ as withholding agent of
taxes on refunds to customers.! The Revenue Rebrulation that will gov' n the said imposition of
the re;finld tax:-is-.s.till being draflted. Con1ffientc; are being solicited prio~ to sending the final draft
for approval of the Secretary o~Finance. ;

Meralco filed a ManifestatiO~ and Motion with ERC la.c;t January: 8, 2005, asking for an
indefi~te deferment of the inflementation of Phase IV-A until BIR i~ssues necessary revenue;

regulation. .I II

~""""
;;;,...;.,.

IV. BULKPOWERSO~

A. EPIRA-Mandateq Transition Supply Contract with NP(i'

In spite of the expirati~n of 10-year Contract for the Supply ofi,t;lectricity (CSE)
with NPC last Doceniber 2004, Meralco and NPC have yet ~J sign Tral1..<;ition

.Supply contract (Tsq), as mandated by EPIRA. While JTSC still being
negotiated, Meralco knd NPC are threshing out details; for an "Interim
Arrangement", that win gOVerIl Meralco's relationship with NP' until the TSC is
finalized and signed.
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B. Amendments to Fij

.tion and cross-g 
scheduled for

subnlit case for

The latest hearing wa~ held on March 7, 2005. The pre.,;en~
examination of Meralc witne.,;ses ha.,; ended. The next heari
~~::;i;~'S~:r:~ to fil formal offer ~f e;hibit') ,bY ~:~~:~ ani

~
'{o'.-.

FINANCIAL HIGHLIGH TJ) (Parent Company Only)

RE,S'TATEMENT OF THE 20031N~

~OME 

STATEMENT

In Meralco's 2003 Auditl:d Financial Statement issued on March
million was reversed to a claim of l'jTPC and Transco related to tile. discount on tI1

2004, revenues of P278
~ NPC basic charge.

.

-- Net income for 2003 ha.~!ten restated to Pl,267 million from £5907 m4i

YEAR ENDED DECEMBER 31, 2~O4 COMPARED TO YEAR ENDED DECEM

eraico achieved operatingcilieved 
in the same period

The increase in revenues

~

Operating Revenues. IFor tl1e year ended December 3.1, 2004, iYJ
:evenues of ~1.47 ,637 million,. an iqa:eas~ of 11.9% ov~r the PI? 1,948 million ~
In 2003. 1111S mcrease was driven IPnmanly by a 3.5% mcrease m sales VOlum~. was alsQ driven by an increase in p~chased power costs. '

Operating expen.\'es. op~rating expenses for the year ended Dece
P137,455 million, or 8.8% over tl1e1P126,374 million in operating expenses for ~

)er 31, 2004, increased to
Ie same period in 2003.

Years Ended D

2004 2003 % Challge

(in pe."o.. millions) I

122,603 11 O,07~
~9,822 10,26,
I

4,454 4'30

~576 1,72

137,455 126,37

Recoverable purcha,~ed power Operations and maintenance Depreciation and amortizatjon Taxe.~ other thaI1 income tax -

TotAl

11.4%

(4..3%)
3.5"0

(66.7",,)
8.8"0

The was primarily due to an increase:
power costs. Recoverable purcbasdd power cost for the year ended 2004, was r
over tl1e PII0,076 million in purcbked power cost for the same period in 2003.1
power cost was due to a 3.7% lllcr$se in volume purchased as well as a 7.7%!
kWh. I

the company's purchased
122,603 million, or 11.4%
The increase in purchased
Jcrease in average cost per

S"
1;;

~'-
:oe expen.\'es decreased by 4.3% to P9,82211 

PIO,265 million in the same p~riod inIt 
down costs.

Operation and maintenan
December 31, 2004, compared wil
company's conscious effortS to brill

rilllion for the year ended
003, due primarily to the

ation 

increased by 3.5% from P4,305 mi~
Je to a higher asset base. I

Depreciation and amorti~
P4,454 million in 2004, primarily dl

Ion for tl1e year 2003, to

~-- Taxes -otlzer than income Itax decreased by 66.7% from Pl,728 mill!
ended December 31, 2003, to P5'ii5 million for the twelve months ended Dd
change ill the treatnlent of franchiSe taxes. Based on the ERC Decision daJ
Company's consolidated petitions,be frand1ise tax should be identified as a s~

1Investor Relations/Financial Planning I I
4/8/2005 9:24 AM

on for tl1e twelve monll1s
ember 31, 2004, due to a:d 

March 20, 2003 on theparate 
line item on tl1e bill
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and computed as a percentage O~l1e sum of all charges, except taxes and th
,unbundling of charges, which ere implemented in June 2003, franchismultiplying 

gross receipts by the anchise tax rate.

universal marge. Prior to
taxes were computed by

Operating Income. before
j82.7% from P5.574 million in 200
l)rovision. As a result of .the foregoing, oP

II. to Pl 0,182 million in 2004.

rating 

income inc:reased by

~..
"'~~r .

,sses. The compal\y bas provid~q P9":824averse 
d~cision in the unbundling ratetase

Provision for proba.ble l~
the event of a fmal and executory ~

llion for probable losses in
'ith the Supreme Court.

For the year ended December 31, 2004,!oroximately 11.9% over the P(4,093) millio)03.
Iller income (charges) was

in other income (cl1arges)
Other Income (Charges).!

P(4,581) million, an increase of ad
for the year ended December 31! 21

~-
c

Yearsb

2004 2003 OJ,, Chllllge

1il!ions)

(3,052)

(1,508)

461

6

(4,093)

4e.~os in 1

(3,266)

(1,998)

468

215

(4,581)

7.00/"

32.5%

1.50/"3483.3%

II.9o/i,

Intere.~ and other financial charges -net.. .

UnrecoveraJ)le purchased power Equity in net. earnings of investees : Recovery of probable lo.~se.~ on disallowe1 receivables.

Total ~

Interest and other Chargt S .net for the year ended December 31, ,

comparison to the twelve months pded December 31, 2003, from P3,052 mil~
higher fu1ancing costs. I

004, increased by 7.0% in
on to P3.266 million due to

Unrecoverable purchased power above tl1e 9.5% cap on recoverabl
~million for tl1e year ended Decem~er 31. 2004, an increase of 32.5%, over tb

tl1e year ended December 31, 2J:>03. The increase in tl1e unrecoverable p
caused by tl1e increase in purchasi ,a power cost per kilowatthour aI1d higher l~
compared to 10.85% last year.

system loss totaled PI,998
total of PI,508 million forchased 

power amount wasreI 
of system loss at 11.1 %

Equity in net earnings oj
for the year ended December ~-
Corporation and ROck~alld I

Recovery of probable los~
possible disallowed transmission I
Energy Regulatory commiSSion

jtransmission line fee. The bulk
costs"', which the ERC believes "

for estimated disallowed transmis.
year. The foregoing ad.justment" r

on 

in 2003. to P468 million
from First Private Power

nvestee companies increased from P461 mil
1-, 2004, due mainly to eartlings derivedJrporation.

1,2004, total provisions for
I September 20, 2004, the
v P843 million ill QPPL
s for "scheduled extensionle 

part of NPC", Provision
cne last tllree quarters of tile004.

'es on disallowed receivables. As of Mard1
line fees amounted to Pl,342 million. 0
disallowed the recovery of approximate!

of the amounts disallowed by the ERC w~'ere 
c'aused by management inefficiency on ,!

ion line fee d1arges totaled P284 million for]
suited to a net recovery of P215 million in J

t,

Income (Loss) qefore In
,tl1e year ended 2004, totaling {P4,

the year 2003.

7me Tax. As a result of the foregoing, the I
.23) million compared to income before inco!

ompany posted net loss for
rle tax ofPl,481 million for

~,." Income. Tax. Benefitt income tax for the year ended Decemj
million, a significant decrease m P214 million expense for the year 20~1
incurred in 2004. I

er 31, 2004, was (P1,613)
~, primarily due to the loss

investor Relations/Financial Planning
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Net Income (Loss). As al
million, compared to a Pl,267 ~
was mainly due to the provision ~
on the unbundling rate case pendinJ

result of the foregoing, net loss for the ye;ij
llion net income in tlJe same period in 200_~
)r probable losses in the event of a [mal and

!!with the Supreme Court. .

II ended 2004 wa..~ P2,610
.The significant decrease
'executory adverse. decisionf_.

Capital1!Xl!enditures. Ca~lita1 expenditures for 2004 decreas~ by 17.
2003 to P5,319 millIon. , ~ '; ,;:" :!'"

~% from P6,435 million in

p
,..

~
~

~f

I

1

,"

~~-
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A1ERALCO

MERALCO REPORTS 2004 FINANCIAL PERFORMANCE
Savs loss due to adverse court decision on its rate unbundlinl!

"'

its 2004 yearend financial performance to the Secw~ities and Exchange Commission
,

milliOn net income in 2003.

adverse decision on the unbundling rate case currently pen6ing before the Supreme

Court.

Meralco said that a Supreme Court ruling upholding the Court of Appeals decision will

have dke implications and repercussions not only on the viability of Meralco but also on

customer base of 4.2 million.

In its report, Meralco's sales grew by 3.5% to 24,660 I~Wh in 2004. Of the three customer

The residential sector posted the lowest growth, registering a 2.5% rise to 8,742 gWh,

despite the addition of 140,000 new residential customers.

t1PAGE 10OF
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