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Date : October 27, 2004
Company :    MANILA ELECTRIC COMPANY

Manila Electric Company (“MER” or the “Company”) furnished the Exchange
a copy of the Parent Company’s 3rd Quarter results as submitted to the
Securities and Exchange Commission.

Attached is a copy of the said report for your reference.

   (Original Signed)
MA. PAMELA D. QUIZON-LABAYEN

   Head, Disclosure Department

   Noted By:

   (Original Signed)
JURISITA M. QUINTOS
Senior Vice President
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his qu rter, a 5.0% decrease in equity in net earnings of investees
from P168. million in 2003 to P160.1 million in 2004 had a slight nega-
tive pact 0 the company's bottom line.

he co pany concluded the third quarter of 2004 with a 44.9%
year n-ye r increase in net income with P831.8 million realized this
year as aga nst P574.0 million in the same period in 2003.

arning per common share (excluding depreciation on appraisal
incr se) fo the period under review was up by 27.6%, from PO.76 in
200 to P 0 7 in 2004.

GY SALES
registering an energy sales growth of 3.8% in the first half of
les continued to rise at the same pace of 3.8% in the third
eaching a total kilowatt-hour sales volume of 6,392 GWh.
sales growth in the third quarter was spurred by the 5.7%'p 

in the month of September, after an expansion of 2.9% and
he month of July and August, respectively.
:ommercial segment continued to lead the growth in energy
:he third quarter, rising to 2,276 GWh or by 5.6% from the
'iod last year.
Tlercial sales was driven by the retail trade and business ser-
Iments which grew by 59.0% and 17.8%, respectively, in the

III. (IONTI GENCIES
ne co pany has contingent liabilities. These include a pending

case under e Court of Appeals where certain consumers questioned
the E RC de ision in Case Nos. 2001-646 and 2001-900 wherein the
comE any w s granted an increase of PO.0865. The Court of Appeals
rend! red a ecision unfavorable to the company. Meralco has filed a
Motic n for consideration of the Court of Appeals decision. The Mo-
tion, r Rec nsideration remains pending to date. The effect of an ad-
vers~ decisi n will result to a reversal of revenues estimated at a mini-
mu~of P2. 5 billion as of September 2004.

ased commercial operations of malls energized earlier this
1 as Market! Market! by Ayala land, Inc. and The Gateway
;on's land Corporation heightened electricity demand for the
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IV. P
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Mera
the s

ermore, the opening of other malls before the end of 2004,
1M Batangas and Araneta Center Gateway, is expected to
boost to commercial sales, especially during the Christmas

'hen mall hours are extended.
i to the residential segment grew to 2,230 GWh or by 1.7"10.
nperatures and increased inflationary pressures on basic com-n 

the third quarter this year compared to the same period last
ributed to the reduction in electricity demand of the residen-3nt., 

to the industrial sector, despite declining in the number of
became more buoyant in the third quarter as its sales grew
3Wh or by 4.3"10.aid 

quarter on quarter growth was the highest against quar-
~rter growths in the last three quarters of 2004 (1.0"10 in the
er and 3.5% in the second quarter this year). Strong indus-, 
in the period was driven by electrical machinery and foodi 
which grew by 15.9"10 and 7.7"10, respectively.
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AND PROFITABILITY
D continued sales expansion, overall revenue growth for the

ter 2004 was at 10.3% from P33.1 billion of the same period
0 P36.5 billion.

vise, distribution revenues rose by 10.7% to P6.2 billion this
)m P 5.6 billion in the same period last year.

operating expenses, on the other hand, rose by 10.4% pri-
e to the 10.2% rise in purchased power cost and 130.9%

n taxes other than income tax.

3% increase in depreciation and amortization also contrib-

e increase in the total operating expenses.

esult, operating income still surged 8.3%, from P2.2 billion in

2.3 billion in 2004.

his, return-on-rate base (RORB) for the 12 months ending
~r improved to 4.16% from (2.05%) in the same period end-

mber 2003.

income (expenses) for the quarter, on the other hand, went

14.1% mainly due to the significant decrease in interest and

ncial charges by about 20.7% as a consequence of limiteds 

and payment of loan amortizations and decrease in provi-

sallowed recoveries by 58.1 %.

~ERA E RETAIL RATE
lales gr wth in the third quarter was also spurred by the decline in
Ico's a rage retail rate to P 5.86 per kWh from P 5.94 per kWh in
eme p 'od last year.
Ine re uction was largely brought about by the decrease in the

transmissio charge as a result of the reduced TransCo rate due to
Tram Co's ira-regional grid cross subsidy removal of approximately
six CI ntavo starting October 2003.

verage retail rates will, however, be further adjusted in the fourth
qua r as a result of a number of issuances by the ERC to renect the
true st of ower in tariffs to end-users namely:

A pro isional authority to NPC to increase its rates by an aver-
age f PO.9 per kWh nationwide, P1,23 for NPC's Luzon Grid cus-
tom s (incl ding Meralco) and PO,22 and PO.27 for the Visayas and
Mind nao G 'ds, respectively, effective September 26,2004.

ince M ralco sources a portion of its power requirements from
IPPs the eff ct of the recent NPC rate adjustment and other prior ad-
just nts 0 Meralco customers is estimated to be about PO.80 per
kWh.

Guide nes to allow distribution utilities to adjust their generation
rates and s stem loss charges on a monthly basis, without seeking
prior pprov I from the Commission.

is me hanism is intended to replace the Generation Rate Ad-
just ntMe hanism (GRAM). Under the new guidelines, Meralcowill
be a Ie to im ediately renect monthly changes in its purchased power
cost throu the "Generation Charge" and "System Loss Charge"
com nents of the unbundled bill,

the s me time, end-users will be able to receive timely price
sig s on t actual cost of generating electricity.

Order or Meralco to begin implementing a two-step phase-out
of th "Inter- lass Subsidy" component of its tariffs. This component
of th bill ide tilies whether an end-user is a recipient or a provider of
sub' ies of he bill.

nder th unbundled tariffs approved by the ERC, residential end-
user receiv a subsidy of about 71-centavos per kWh, which is in turn
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tober 2004 and totally phased out by October 2005.
s also working on two areas to promote lower electricity
Jlum term.
e resolution setting a timetable for the introduction of open
Iii competition as envisioned by the EPIRA. For the Luzon
'alco operates, the target date for retail competition is July
~tes for the other grids will be determined by the ERG at a

RESIDENTI L
COMMERC L
INDUSTRI
STREETLI TS

2,22~.74
2.275,71~

~
34.46

2; 192,82
c~
c

1,775..61
~

33;46c

1,1
5:6

~~
3.0

s 

the conduct of regulatory proceedings on power supply
Is of Meralco with generators.
.e ongoing on NPC's and Meralco's joint application for the
~ttlement Agreement on their 1 a-year Contract for the Sup-

;ettlement Agreement dated July 15, 2003, Meralco would
settlement amount of about P20 billion and NPC would

liS patch of Meralco's IPPs at contract levels, resulting to a
I costs to consumers. Hearings are also being conducted
(j amendments to the contracts with the First Gas plants.

V. SYSTEM U
Unrecover,
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Ible purchased power for the third quarter ended Septem-
~teriorated to 11.23 percent, higher than the rate of 11.00
same period last year.
system loss resulted to a corresponding peso-value loss
of P539.9 million, which could have been higher if not for
oss subsidy removal. The peso value loss for the same
last year reached P 414.4 million.

VI. CAPITAL
Capital exr

billion in 2003 t
tures in the thir
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:XPENDITURES

lenditures for the quarter decreased by 22.6% from P1.7

) P1.3 billion in 2004. A total of 99.6 % of capital expend i-

j quarter of 2004 was attributed to the electric system and, 
was used for non-electric related capital expenditures.

T
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The foregoing naudited Balance Sheet of Manila Electric Company
as of Sept+mber 0, 2004 and the related Statements of Income and
Retained ~aming (Deficit) for the nine months ended, should be read
in conjunqtion th the 2003 Annual Report. In the opinion of

Managem~nt, all djustments necessary for a fair presentation of the
financial p~sition nd the results of operations of the Company have

been duly!effect in the preparation of these statements.
The af~reme ioned financial statements present fairly the financial

position ofiManil Electric Company as of September 30, 2004, and
the resultsiof its erations for the nine months ended, in conformity

,

with gene$lIy a epted accounting principles consistently applied.
They are not, ho ver, necessarily indicative of the results which may

be expect.d for e whole year 2004 because of seasonal factors

affecting the ope tions of the Company.

...

OF 

SERVICE
he decrease in capital expenditure for the quar1er, system
11S of interruption frequency rate (IFR) and system avail-
Ired by cumulative interruption time (CIT) continued to reach
3.41 times (4.09 times in 3Qtr 2003) and 3.06 hours (4.39
"d quar1er of 2003), respectively.
vel of quality of service was mainly due to the company's
sive electric system maintenance campaign.IJHTS 

OF THE QUARTER

rgy Regulatory Commission (ERC) approved on Aug. 20,
7/kWh adjustment in the generation charge effective the
19 cycle, bringing the generation charge cost from P3.3213/
)/kWh in customers' September bills. The adjustment waslcrease.

In Sept. 3 submitted its proposed guidelines and procedures
the refund to the ERC, covering commercial and industrial

Iding other non-residential and general service customers.a/F.M. 

Lo;i{-"" 0
In & CEO President & COO
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