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Preliminary Prospectus 

 
(A corporation duly organized and existing under Philippine laws) 

 

 ABOITIZ POWER CORPORATION 

32
nd

 STREET, BONIFACIO GLOBAL CITY 

1634 TAGUIG CITY, METRO MANILA, PHILIPPINES 

TELEPHONE NUMBER: (632) 886-2800 

 

Aboitiz Power Corporation (“AboitizPower”, the “Issuer”, or the “Company”) is offering fixed rate bonds (the 

“Bonds”) with an aggregate principal amount of up to [Php10,000,000,000] to be issued in one or more 

tranches. [Five Billion Pesos (Php5,000,000,000)], with an over-subscription option of up to 

[Php5,000,000,000] (the ”Offer”), shall be issued for the first tranche. The remaining balance of the aggregate 

amount shall be lodged under a shelf registration and will be raised in future tranches.  For the first tranche, 

the Bonds shall be issued simultaneously in two (2) series on the Issue Date: (a) the Series A Bonds shall have a 

term ending seven (7) years from the Issue Date, or on [], 2021, with a fixed interest rate of []% per annum 

and an optional redemption on the 3
rd

 month after the 5
th

 anniversary of the Issue Date, and on the sixth year 

from Issue Date, in each case, the immediately succeeding Banking Day if such date is not a Banking Day, and 

(b) the Series B Bonds shall have a term ending twelve (12) years from the Issue Date, or on [], 2026 with a 

fixed interest rate of []% per annum and an optional redemption every year beginning on the seventh (7
th

) 

year until the eleventh (11
th

) year from Issue Date, in each case, the immediately succeeding Banking Day if 

such date is not a Banking Day.  Interest on the Bonds shall be payable quarterly in arrears on []and []of each 

year while the Bonds are outstanding, or the subsequent Banking Day without adjustment if such Interest 

Payment Date is not a Banking Day.  The last Interest Payment Date shall fall on the relevant Maturity Date 

while the Bonds are outstanding (see “Description of the Bonds” – “Interest” on page 46 of this Preliminary 

Prospectus). 

 

The Bonds shall be repaid at maturity at par (or 100% of face value) on the relevant Maturity Date, unless the 

Company exercises its early redemption option according to the conditions therefore (see “Description of the 

Bonds” – “Redemption and Purchase” on page 46 of this Preliminary Prospectus).  

 

Upon issuance, the Bonds shall when issued shall constitute direct, unconditional, unsecured and 

unsubordinated Peso denominated obligations of the Issuer and shall rank pari passu and ratably without any 

preference or priority amongst themselves and at least pari passu in priority of payment with all other present 

and future unsecured and unsubordinated obligations of the Issuer, other than (i) obligations preferred by the 

law, (ii) any obligation incurred by the Issuer pursuant to [Section ] of the Trust Agreement or as may be 

allowed by the Trust Agreement, and (iii) other Indebtedness or obligations disclosed by the Issuer to the 

Trustee as of Issue Date  The Bonds shall effectively be subordinated in right of payment to, among others, all 

of AboitizPower’s secured debts to the extent of the value of the assets securing such debt and all of its debt 

that is evidenced by a public instrument under Article 2244(14) of the Civil Code of the Philippines (see 

“Description of the Bonds” – “Ranking” on page 45 of this Preliminary Prospectus). 

 

The Bonds have been rated [PRS •] by PhilRatings on []. The rating is [•]. A rating is not a recommendation to 

buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any time by the 

assigning rating organization. 
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The Bonds are offered to the public at face value through the Lead Underwriter named below with the 

Philippine Depository & Trust Corp. (PDTC) as the Registrar of the Bonds.  The Bonds shall be issued in 

minimum denominations of Php50,000 each, and in integral multiples of Php10,000 thereafter. The Bonds 

shall be traded in denominations of Php10,000 in the secondary market. 

 

AboitizPower intends to cause the listing of the Bonds on a securities exchange licensed with the SEC and has 

initiated discussions with the Philippine Dealing & Exchange Corporation (PDEx) for this purpose.  However, 

there can be no assurance that such a listing will actually be achieved either before or after the Issue Date or 

whether such a listing will materially affect the liquidity of the Bonds on the secondary market.  Such listing 

would be subject to the Company’s execution of a listing agreement with PDEx that may require the Company 

to make certain disclosures, undertakings and payments on an ongoing basis. 

 

AboitizPower expects to raise gross proceeds of [Php5,000,000,000], with an over-subscription option of up to 

[Php5,000,000,000], from the first tranche.  The net proceeds from the issue is estimated to be [] for an 

[Php5,000,000,000]Issue Size, or approximately [Php9,894,820,466.40] for a Php10,000,000,000 Issue size 

should the Company exercise in full its over-subscription option after fees, commissions and expenses. 

Proceeds of the Offer shall be used to replenish working capital, for planned investments and other general 

corporate requirements, which are discussed further in the section entitled “Use of Proceeds” on page 37 of 

this Preliminary Prospectus.  The Lead Underwriter shall receive a fee of 0.35% on the final aggregate nominal 

principal amount of the Bonds issued, which is inclusive of underwriting fees and selling commissions. 

 

On June 18, 2014, AboitizPower filed a Registration Statement with the Securities and Exchange Commission 

(SEC), in connection with the offer and sale to the public of debt securities with an aggregate principal amount 

of up to Php10,000,000,000 to be issued in one or more tranches. [Five Billion Pesos (Php5,000,000,000)], with 

an over-subscription option of up to [Five Billion Pesos (Php5,000,000,000)], shall be issued for the first 

tranche while the remaining balance of the aggregate amount shall be lodged under a shelf registration and 

will be raised in future tranches.  The SEC is expected to issue an order rendering the Registration Statement 

effective, and a corresponding permit to offer securities for sale covering the offer. 

 

After the close of the Offer and within one (1) year following the issuance of the Bonds, AboitizPower may, at 

its sole discretion, offer any or all of the remaining balance of the aggregate principal amount of debt 

securities covered by such registration statement, in one or more subsequent tranches under paragraph 2 of 

Rule 8.1 of the Securities Regulation Code’s Implementing Rules and Regulations. Such a shelf registration 

provides AboitizPower with the ability to take advantage of opportunities in a potentially volatile debt capital 

market, as these occur. 

 

However, there can be no assurance in respect of: (i) whether AboitizPower would issue such Bonds at all; (ii) 

the size or timing of any individual issuance or the total issuance of such Bonds; or (iii) the specific terms and 

conditions of any such issuance. Any decision by AboitizPower to offer such Bonds will depend on a number of 

factors at the relevant time, many of which are not within AboitizPower’s control, including but not limited to: 

prevailing interest rates, the financing requirements of AboitizPower’s business and prospects, market liquidity 

and the state of the domestic capital market, and the Philippine, regional and global economies in general. 

 

AboitizPower confirms that this Preliminary Prospectus contains all material information relating to the 

Company, its affiliates and subsidiaries, as well as all material information on the issue and offering of and the 

Bonds as may be required by the applicable laws of the Republic of the Philippines.  No facts have been 

omitted that would make any statement in this Preliminary Prospectus misleading in any material respect.  

AboitizPower confirms that it has made all reasonable inquiries with respect to any information, data and 
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analysis provided to it by its advisors and consultants or which is otherwise publicly available for inclusion into 

this Preliminary Prospectus.  AboitizPower, however, has not independently verified any or all such publicly 

available information, data or analysis.  The Issue Manager and the Lead Underwriter assume no liability for 

any information supplied herein by AboitizPower.  Accordingly, AboitizPower accepts responsibility. 

 

The prices of securities can and do fluctuate.  Any individual security may experience upward or downward 

movements, and may lose all or part of its value over time.  The future performance of a security may defy the 

trends of its past performance, and there may be a significant difference between the buying price and the 

selling price of any security.  As such, there is an inherent risk that losses may be incurred, rather than profit 

made, as a result of buying and selling securities.  Thus, an investment in the Bonds described in this 

Preliminary Prospectus involves a certain degree of risk.  

 

In deciding whether to invest in the Bonds, a prospective purchaser of the Bonds (“Prospective Bondholder”) 

should, therefore, carefully consider all the information contained in this Preliminary Prospectus, including but 

not limited to, several factors inherent to the Company, which includes significant competition, exposure to 

risks relating to the performance of the economies of other countries, and other risks relating to customer 

default (detailed in “Risk Factors and Other Considerations” section on page 32 of this Preliminary Prospectus), 

and those risks relevant to the Philippines vis-à-vis risks inherent to the Bonds.   

 

No representation or warranty, express or implied, is made by the Issue Manager and the Lead Underwriter as 

to the accuracy or completeness of the information contained in this Preliminary Prospectus.  Neither the 

delivery of this Preliminary Prospectus nor any sale made pursuant to the Offering shall, under any 

circumstances, constitute a representation or create any implication that the information contained or 

referred to in this Preliminary Prospectus is accurate, complete or correct as of any time subsequent to the 

date hereof or that there has been no change in the affairs of AboitizPower since the date of this Preliminary 

Prospectus. 

 

The contents of this Preliminary Prospectus are not to be considered as definitive legal, business or tax advice.  

Each Prospective Bondholder receiving a copy of this Preliminary Prospectus acknowledges that he has not 

relied on the Issue Manager and the Lead Underwriter or any person affiliated with the Issue Manager and the 

Lead Underwriter, in his investigation of the accuracy of any information found in this Preliminary Prospectus 

or in his investment decision.  Prospective Bondholders should consult their own counsel, accountants, or 

other advisors as to legal, tax, business, financial, and related aspects of the purchase of the Bonds, among 

others. It bears emphasis that investing in the Bonds involves certain risks.  It is best to refer again to the 

section on “Risk Factors and Other Considerations” on page 32of this Preliminary Prospectus for a discussion of 

certain considerations with respect to an investment in the Bonds. 

 

No person nor group of persons has been authorized by AboitizPower, the Issue Manager, and the Lead 

Underwriter to give any information or to make any representation concerning AboitizPower or the Bonds 

other than as contained in this Preliminary Prospectus and, if given or made, any such other information or 

representation should not be relied upon as having been authorized by AboitizPower or the Issue Manager or 

the Lead Underwriter. 

 

AboitizPower is organized under the laws of the Philippines. Its principal office is at 32
nd

 Street, Bonifacio 

Global City, 1634 Taguig City, Metro Manila, Philippines with telephone number (632) 886-2800. 

 

A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS 

BEEN FILED WITH THE SECURITIES AND EXCHANGE COMMISSION BUT 

HAS NOT YET BEEN DECLARED EFFECTIVE.  NO OFFER TO BUY THE 
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SECURITIES CAN BE ACCEPTED AND NO PART OF THE PURCHASE PRICE 

CAN BE ACCEPTED OR RECEIVED UNTIL THE REGISTRATION STATEMENT 

HAS BECOME EFFECTIVE, AND ANY SUCH OFFER MAY BE WITHDRAWN OR 

REVOKED, WITHOUT OBLIGATION OR COMMITMENT OF ANY KIND, AT 

ANY TIME PRIOR TO NOTICE OF ITS ACCEPTANCE GIVEN AFTER THE 

EFFECTIVE DATE.  AN INDICATION OF INTEREST IN RESPONSE HERETO 

INVOLVES NO OBLIGATION OR COMMITMENT OF ANY KIND.  THIS 

PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE 

SOLICITATION OF AN OFFER TO BUY. 
 

 

ABOITIZ POWER CORPORATION 

By: 

 

 

ANTONIO R. MORAZA  

President & Chief Operating Officer   
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FORWARD LOOKING STATEMENTS 
 
This Preliminary Prospectus contains certain “forward-looking statements”. These forward-looking statements 
can generally be identified by use of statements that include words or phrases such as AboitizPower or its 
management “believes”, “expects”, “anticipates”, “intends”, “plans”, “foresees”, or other words or phrases of 
similar import. Similarly, statements that describe AboitizPower’s objectives, plans or goals are also forward-
looking statements. All such forward-looking statements are subject to certain risks and uncertainties that 
could cause actual results to differ materially from those contemplated by the relevant forward-looking 
statement. Important factors that could cause actual results to differ materially from the expectations of 
AboitizPower include, among others: 
 

   General economic and business conditions in the Philippines; 

     The Company’s management’s expectations and estimates concerning its future financial 
performance;  

  The Company’s capital expenditure program and other liquidity and capital resources requirements;  

  The Company’s level of indebtedness;    

  Increasing competition in the industry in which the Company, its Subsidiaries and its affiliates 
operate; 

  Industry risk in the areas in which the Company, its Subsidiaries, and its affiliates operate; 

  Changes in laws and regulations that apply to the segments or industry in which the Company, its 
Subsidiaries, and its affiliates operate; 

  Changes in political conditions in the Philippines; 

  Inflation in the Philippines and any devaluation of the Philippine Peso; 

  The risk factors discussed in this Preliminary Prospectus as well as other factors beyond the 
Company’s control.  

 
For further discussion of such risks, uncertainties and assumptions, see “Risk Factors”on page 32 of this 
Preliminary Prospectus. Prospective purchasers of the Bonds are urged to consider these factors carefully in 
evaluating the forward-looking statements. The forward-looking statements included herein are made only as 
of the date of this Preliminary Prospectus, and AboitizPower undertakes no obligation to update such forward-
looking statements publicly to reflect subsequent events or circumstances. 
 
No Underwriter takes any responsibility for, or gives any representation, warranty or undertaking in relation 
to, any such forward-looking statement. 
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DEFINITION OF TERMS 
 

Aboitiz Group ACO and the companies or entities in which ACO has a beneficial interest and, 
directly or indirectly, exercises management control, including, without limitation, 
Aboitiz Equity Ventures, Aboitiz Power Corporation, Union Bank of the Philippines 
and their respective Subsidiaries and Affiliates 

  
AboitizLand Aboitiz Land, Inc. 

  
AboitizPower Aboitiz Power Corporation also referred to as the “AP”, “Company”, the “Parent 

Company” or the “Issuer” 

  
AboitizPower Group or 
the Group 

AboitizPower and its Subsidiaries 

  
ABOVANT Abovant Holdings, Inc. 

  
ACO Aboitiz & Company, Inc. 

  
AdventEnergy Adventenergy, Inc. 

  
AESI  Aboitiz Energy Solutions, Inc. 

  
AEV Aboitiz Equity Ventures, Inc. 

  
AEV Group AEV and its Subsidiaries 

  

Affiliate With respect to any Person, any other Person directly or indirectly Controlled 
under common Control with, such Person 

  
AFS Available-for-Sale 

  
Ambuklao Plant The 75 MW Ambuklao Hydroelectric Power Plant of SNAP-Benguet located in 

Bokod, Benguet 

  
APA Asset Purchase Agreement 

  
APRI AP Renewables, Inc. 

  
ARI Aboitiz Renewables, Inc. 

  
AS Ancillary Services 

  
ASPA Ancillary Services Purchase Agreement 

  
Bakun Plant The 70 MW Bakun Hydroelectric Plant of LHC located in Ilocos Sur 

  
Banking Day Any day other than Saturday, Sunday and public holidays, on which commercial 

banks and the Philippine Clearing House Corporation are generally open for the 
transaction of business in Makati City and the City of Manila; provided, that all 
other days otherwise specified herein shall mean calendar days which shall be 
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construed as successive periods of twenty-four (24) hours each 

  
BDO BDO Unibank, Inc. 

  
BENECO Benguet Electric Cooperative 

  
BEZ Balamban Enerzone Corporation 

  
Binga Plant The 100 MW Binga Hydroelectric Power Plant of SNAP-Benguet located in Itogon, 

Benguet 

  
BIR Bureau of Internal Revenue 

  
Board The Board of Directors of AboitizPower, unless context clearly provides otherwise 

  
BOI The Philippine Board of Investments 

  
Bondholder A Person whose name appears, at any time, as a holder of the Bonds in the 

Register of Bondholders  

  
Bonds  The unsecured fixed-rate peso retail bondsin the aggregate principal amount of up 

to Ten Billion Pesos (Php10,000,000,000) to be issued in one or more tranches. 
Five Billion Pesos (Php5,000,000,000), with an over-subscription option of up to 
Five Billion Pesos (Php5,000,000,000), shall be issued for the first tranche, in Series 
A and Series B Bonds. The remaining balance of the aggregate amount shall be 
lodged under a shelf registration and will be raised in future tranches. 

  
BOT Build-Operate-Transfer 

  
BPI Bank of the Philippine Islands 

  
BPI Capital BPI Capital Corporation 

  
Brownfield  Power generation projects undertaken to expand, rehabilitate, and/or maintian 

existing assets 

  

Bunker C A term used to designate the thickest of the residual fuels that is produced by 
blending any oil remaining at the end of the oil-refining process with lighter oil 

  
Business Unit A Subsidiary or an Affiliate of AboitizPower 

  

CDM Clean Development Mechanism 

  
CEDC Cebu Energy Development Corporation 

  
Chevron Chevron Geothermal Philippines Holdings, Inc. 

  
CIPDI Cebu Industrial Park Developers, Inc. 

  
COC Certificate of Compliance 
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Consolidated Equity The total equity of the Issuer as recognized and measured in its audited 
consolidated financial statements in conformity with the Philippine Financial 
Reporting Standards 

  
Control The possession, directly, or indirectly, by a Person of the power to direct or cause 

the direction of the management and policies of another Person whether through 
the ownership of voting securities or otherwise; provided, however, that the direct 
or indirect ownership of over fifty percent (50.0%) of the voting capital stock, 
registered capital or other equity interest of a Person is deemed to constitute 
control of that Person, and “Controlling” and “Controlled” have corresponding 
meanings 

  
Corporation Code Batas Pambansa Blg. 68, otherwise known as the Corporation Code of the 

Philippines, as may be amended from time to time, and including the rules and 
regulations issued thereunder 

  
Cotabato Light Cotabato Light and Power Company 

  
CPCN Certificate of Public Convenience and Necessity 

  
CPPC Cebu Private Power Corporation 

  
Current Ratio The ratio of total current assets over total current liabilities of the Issuer 

  
Davao Light Davao Light and Power Company, Inc. 

  
DENR Department of Environment and Natural Resources 

  
Distribution Companies 
or Distribution Utilities 

BEZ, Cotabato Light, Davao Light, MEZ, SEZ, SFELAPCO, and VECO  

  
DOE Department of Energy 

  
DOF Department of Finance 

  
DOLE Department of Labor and Employment 

  
DSOAR Distribution Services and Open Access Rules 

  
EAUC East Asia Utilities Corporation 

  
EBITDA Represents net income after adding provisions for income tax, depreciation, 

amortization, and net financial expense, and netting out extra-ordinary items such 
as foreign exchange differential and one-off gains or losses on disposal of major 
assets 

  
ECA Energy Conversion Agreement 

  
ECC Environmental Compliance Certificate 

  
El Paso Philippines El Paso Philippines Energy Company, Inc. 
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EMB Environmental Management Bureau 

  
Enerzone Companies A term collectively referring to BEZ, MEZ and SEZ – AboitizPower’s distribution 

utilities operating within special economic zones. 

  
EPC Engineering, Procurement, and Construction 

  
EPIRA Republic Act No. 9136, otherwise known as the Electric Power Industry Reform Act 

of 2001, as may be amended from time to time, and including the rules and 
regulations issued thereunder 

  
EPPA Energy Power Purchase Agreement 

  
ERB Energy Resolution Board 

  
ERC Energy Regulatory Commission 

  
ESA Energy Supply Agreement 

  
Events of Default Those events defined as such under the Trust Agreement 

  
Evonik Steag  Evonik Steag GmbH  

  
FIT Feed-in-tariff 

  
Formosa Heavy 
Industries 

Formosa Heavy Industries Corporation 

  
FOSA Fuel Oil Sales Agreements 

  
FPIC Free and Prior Informed Consent 

  
GCGI Green Core Geothermal Incorporated 

  
GDP Gross Domestic Product 

  
Generation Companies 
or Generation Group 

APRI, CEDC, CPPC, EAUC, Hedcor, Hedcor Sibulan, Hedcor Tamugan, LHC, RP 
Energy, SNAP-Benguet, SNAP-Magat, SPPC, STEAG Power, and WMPC.  

  
Global Formosa Global Formosa Power Holdings, Inc. 

  
Global Power Global Business Power Corporation of the Metrobank Group 

  
Government The Government of the Republic of the Philippines 

  
Government Authority The Republic of the Philippines, or any political subdivision or agency thereof, and 

any entity exercising executive, legislative, judicial, regulatory or administrative 
functions of or pertaining to the said government, and any national agency or body 
vested with jurisdiction or authority over any Person 
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GRAM Generation Rate Adjustment Mechanism 

  
Greenfield Power generation projects that are developed from inception on previously 

undeveloped sites 

  

GRSC Geothermal Resources Sales Contract 

  
GSED Government Securities Eligible Dealer 

  
GWh Gigawatt-hour, or one mn kilowatt-hours 

  
HEDC Hydro Electric Development Corporation 

  
Hedcor Hedcor, Inc. 

  
Hedcor Benguet Hedcor Benguet, Inc. 

  
Hedcor Bukidnon Hedcor Bukidnon, Inc. 

  
Hedcor Consortium The consortium comprised of PHC, Hedcor, Hedcor Sibulan and Hedcor Tamugan 

  
Hedcor Sibulan Hedcor Sibulan, Inc. 

  
Hedcor Tamugan Hedcor Tamugan, Inc. 

  
ICERA Incremental Currency Exchange Rate Adjustment 

  
ILP Interruptible Load Program 

  
IMEM Interim Mindanao Electricity Market 

  
Indebtedness (1) All indebtedness or other obligations of the Issuer for borrowed money or for 

the deferred purchase price of property or services and similar arrangements;  

 
(2) All indebtedness or other obligations of any other Person, the payment or 
collection of which is guaranteed by the Issuer (except by reason of endorsement 
for collection in the ordinary course of business) or in respect of which the Issuer is 
liable, contingently or otherwise, including without limitation, any agreement to 
purchase, to provide funds for payment, to supply funds to or otherwise invest in 
such Person; and  

 
(3) Capitalized lease obligations of the Issuer 

  
  

  

IPO Initial Public Offering 

  
IPP Independent Power Producer 

  

IPRA Indigenous Peoples’ Rights Act of 1997 
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Issue Manager BPI Capital 

  
ITH Income tax holiday 

  
kV Kilovolt, or one thousand volts 

  
kW Kilowatt, or one thousand watts 

  
kWh Kilowatt-hour, the standard unit of energy used in the electric power industry.  

One kilowatt-hour is the amount of energy that would be produced by a generator 
producing one thousand watts for one hour 

  
LASA Load Allocation and Settlement Agreement 

  
Lead Underwriter BPI Capital 

  
LGC Republic Act No. 7160, otherwise known as the Local Government Code, as may be 

amended from time to time, and including the rules and regulations issued 
thereunder 

  
LHC Luzon Hydro Corporation 

  
Lien With respect to any Person, any lien, pledge, mortgage, charge, hypothecation, 

encumbrance or other security or preferential arrangement on or with respect to 
any asset or revenue of such Person 

  
LMP Locational Marginal Price 

  
Magat Plant The 360 MW Magat Hydroelectric Power Plant of SNAP-Magat located at the 

border of Isabela and Ifugao provinces 

  
Majority Bondholders At any time, the Bondholders who hold, represent or account for at least fifty 

percent (50%) plus one peso (Php1.00) of the aggregate outstanding principal 
amount of the Bonds. 

  
Material Adverse Effect A material adverse effect on the ability of the Issuer to perform or comply with any 

of its material obligations, or to exercise any of its material rights, under the Trust 
Agreement or the Bonds 

  
MEPZ I Mactan Export Processing Zone I 

  

MEPZ II Mactan Export Processing Zone II 

  

MEZ Mactan Enerzone Corporation 

  
MORE Manila-Oslo Renewable Enterprise, Inc. 

  
MPGC Meralco PowerGen Corporation 

  
MPI Market Participant Interface 
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MW Megawatt, or one mn watts 

  
MWh or MW-h Megawatt-hour 

  
MVA Megavolt Ampere 

  
NEA National Electricification Administration 

  

Net Debt to 
Consolidated Equity 
Ratio  

With respect to the Bonds, the ratio of interest bearing debtless cash, cash 
Equivalents, and short term investments over Consolidated Equity of the Issuer.  

  

NGCP National Grid Corporation of the Philippines 

  
NIA National Irrigation Administration 

  
NLRC National Labor Relations Commission 

  
NORMIN or Cleanergy Northern Mini Hydro Corporation, now known as Cleanergy, Inc. 

  
NPC National Power Corporation 

  
NREB National Renewable Energy Board 

  
NWRB National Water Resources Board 

  
Okeelanta Okeelanta Corporation 

  
Open Access or RCOA Retail Competition and Open Access and as defined in EPIRA, refers to the 

provision of allowing any qualified user the use of transmission, and/or 
distribution system and associated facilities subject to the payment of 
transmission and/or distribution retail wheeling rates duly approved by the ERC; 

  
Over-Subscription 
Option 

Shall mean the over-subscription option exercisable by the Lead Underwriter of up 
to Five Billion Pesos (Php5,000,000,000) 

  
PA Provisional Authority 

  
Pacific Hydro Pacific Hydro Pty. Ltd. 

  
PASUDECO Pampanga Sugar Development Corporation 

  
PBR Performance-based rate-setting regulation 

  
PBS Philippine Banking System 

  
PCAPI Pollution Control Association of the Philippines, Inc. 

  
PCRM Pricing and Cost Recovery Mechanism 
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PDEx Philippine Dealing and Exchange Corporation 

  
PDS Power Distribution System 

  
PDTC Phillipine Depository & Trust Corporation 

  
PEC Pagbilao Energy Corporation  

  
PEMC Philippine Electricity Market Corporation 

  
Person Individual corporation, partnership, joint venture, unincorporated association, 

trust or other juridical entity, or any Government Authority 

  
PEZA Philippine Economic Zone Authority 

  
PGPC Philippine Geothermal Production Company 

  
PHC Philippine Hydropower Corporation 

  
Philippine Pesos or Php The lawful currency of the Philippines 

  
PhilRatings Philippine Ratings Services Corporation 

  
PHPL Pacific Hydro Power Ltd. 

  
PIS Performance Incentive Scheme   

  
PPA Power Purchase Agreement 

  
PRISM Prism Energy, Inc. 

  
PSA Power Supply Agreement 

  
PSALM Power Sector Assets and Liabilities Management Corporation 

  
PSE Philippine Stock Exchange 

  
RA Republic Act 

  
RDWR Rules for Setting Distribution Wheeling Rates 

  
Register of Bondholders The electronic register which shows the legal title to the Bonds, maintained by the 

Registrar, pursuant to and under the terms of the Registry and Paying Agency  
Agreement 

  
Registrar and Paying 
Agent 

Phillipine Depository & Trust Corporation 

  
Registry and Paying 
Agency Agreement 

Agreement dated []entered into between the Company and the Registrar and 
Paying Agent in relation to the Bonds 
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Registry Book The electronic record of the issuances, sales and transfers of the Bonds to be 

maintained by the Registrar, pursuant to and under the terms of the Registry and 
Paying Agency  Agreement 

  
Renewable Energy Act or 
RE Law 

Republic Act No. 9513, otherwise known as the Renewable Energy Act of 2008 

  
RES Retail Electricity Supplier 

  
RESA Retail Electricity Suppliers Association of the Philippines, Inc. 

  
RORB Rate on Return Base 

  
RP Energy Redondo Peninsula Energy, Inc. 

  
Run-of-river 
hydroelectric plant 

Hydroelectric power plant that generates electricity from the natural flow and 
elevation drop of a river 

  
SBFZ Subic Bay Freeport Zone 

  
SBMA Subic Bay Metropolitan Authority 

  
SEC The Securities and Exchange Commission of the Philippines 

  
Series A Bonds Unsecured Fixed-Rate Peso Retail Bondshaving a term ending seven (7) years from 

the Issue Date.  For purposes of the Registry and listing with the PDEx, these Bonds 
shall likewise be referred to as AboitizPower Fixed Rate Bonds Due 2021. 

  
Series B Bonds Unsecured Fixed-Rate Peso Retail Bondshaving a term ending [] years from the 

Issue Date.  For purposes of the Registry and listing with the PDEx, these Bonds 
shall likewise be referred to as AboitizPower Fixed Rate Bonds Due []. 

  

SEZ Subic Enerzone Corporation 

  
SFELAPCO San Fernando Electric Light and Power Co., Inc. 

  
Sibulan Project Two run-of-river hydropower generating facilities tapping the Sibulan and Baroring 

rivers in Sibulan, Santa Cruz, Davao del Sur  

  
Significant Subsidiary A subsidiary which qualifies under SRC Rule 68, as amended, Part I, Section 1.B (x) 

  

SN Power  Statkraft Norfund Power Invest AS of Norway 

  
SNAP - Benguet SN Aboitiz Power – Benguet, Inc. (formerly, SN Aboitiz Power Hydro, Inc,) 

  
SNAP - Magat SN Aboitiz Power – Magat, Inc. 

  
SO System Operator 

  
SPPC Southern Philippine Power Corporation 
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SRC Republic Act No. 8799, otherwise known as the Securities Regulation Code of the 

Philippines, as amended and may be amended from time to time, including the 
rules and regulations issued thereunder 

  
STEAG Power STEAG State Power, Inc. 

  
Stranded Costs As defined in the EPIRA, the excess of the contracted costs of electricity under 

eligible contracts over the actual selling price of the contracted energy output 
under such contracts.  Eligible contracts are those approved by the ERB from 
December 31, 2000 onwards. 

  
Subsidiary 

 
In respect of any Person, any entity (i) over fifty percent (50.0%) of whose capital is 
owned directly by that Person; or (ii) for which that Person may nominate or 
appoint a majority of the members of the board of directors or such other body 
performing similar functions 

  
Tax Code Presidential Decree No. 1158, otherwise known as the National Internal Revenue 

Code, as amended and may be further amended from time to time, including the 
rules and regulations issued thereunder 

  
TCIC Taiwan Cogeneration International Corporation 

  
TeaM Energy TeaM Energy Corporation 

  
TeaM Philippines TeaM Philippines Industrial Power II Corporation (formerly Mirant (Phils.) 

Industrial Power II Corp.) 

  
THC Tsuneishi Holdings (Cebu), Inc. 

  

Tiwi-MakBan Tiwi-MakBan Geothermal Complex, composed of eight (8) geothermal plants and 
one (1) binary plant, located in the provinces of Batangas, Laguna and Albay. 

  

TLI Therma Luzon, Inc. 

  
TMI Therma Marine, Inc. 

  
TMO Therma Mobile, Inc. 

  
Total Liabilities The total economic obligations of the Issuer that are recognized and measured in 

its audited parent financial statements, in accordance with the Philippine Financial 
Reporting Standards 

  
TOU Time of Use 

  
TPC Toledo Power Company  

  
TPI Therma Power, Inc. 

  
TPVI Therma Power Visayas, Inc. 
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Transco National Transmission Corporation and, as applicable, NGCP, which is the Transco 
concessionaire 

  
Trust Agreement Trust Agreement dated []entered into between the Company and the Trustee in 

relation to the Bonds 

  
Trustee BPI Asset Management and Trust Group 

  

  
TSC Transition Supply Contract 

  
TSI Therma South, Inc. 

  
TVI Therma Visayas, Inc. 

  
ULGPP Unified Leyte Geothermal Power Plant 

  
Underwriting Agreement Underwriting Agreement dated []entered into between the Company and the 

Lead Underwriter in relation to the Bonds 

  
UNFCCC United Nations Framework Convention on Climate Change 

  
USD or U.S. dollar The lawful currency of the United States of America 

  
VAT Value Added Tax 

  
VECO Visayan Electric Company, Inc. 

  
VIGC Vivant Integrated Generation Corporation 

  
Vivant Vivant Energy Corporation 

  
WCIP - SEZ West Cebu Industrial Park – Special Economic Zone 

  
WESM Philippine Wholesale Electricity Spot Market 

  
WMPC Western Mindanao Power Corporation 

  
YoY Year-on-Year 
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EXECUTIVE SUMMARY 
 

The following summary is qualified in its entirety by the more detailed information and financial statements 
and notes thereto appearing elsewhere in this Preliminary Prospectus. Because it is a summary, it does not 
contain all of the information that a prospective purchaser should consider before investing. Prospective 
investors should read the entire Preliminary Prospectus carefully, including the section entitled “Risk Factors 
and Other Considerations” and the financial statements and the related notes to those statements inc luded in 
this Preliminary Prospectus. 
 
The Company 
 
AboitizPower is a publicly listed holding company that, through its Subsidiaries and Affiliates, is a leader in the 
Philippine power industry and has interests in a number of privately-owned generation companies and 
distribution utilities.  The Company’s controlling shareholder, AEV, is a diversified conglomerate that is listed 
on the PSE and has interests in power generation, power distribution, financial services, food manufacturing 
and real estate. This relationship allows the Company to draw on the extensive business networks, local 
business knowledge, relationships and expertise of AEV’s and the Aboitiz Group’s senior managers to identify 
growth opportunities at an early stage and to capitalize on such opportunities more decisively. 
 
The Company has accumulated interests in a portfolio of generating plants using renewable and non-
renewable sources.  The table below summarizes the key information on the Company’s power generation 
companies: 
 

Plant Name Net Sellable 
capacity (MW) 

% 
ownership 

Attributable 
capacity 

(MW) 

Mgmt. co. Offtaker 

Magat 360 50 180 SNAP Magat WESM / Co-op’s / NGCP 

Ambuklao 105 50 52.5 SNAP Benguet WESM 

Binga 125.8 50 62.9 SNAP Benguet WESM / NGCP 

Benguet 1-10 37.5 100 37.5 HEDCOR NPC (2018) / BOO/ 
Bilaterals 

Davao 1-5 4.5 100 4.5 HEDCOR Davao Light 

Bakun 70 100 70 Luzon Hydro NPC(2026) / BOT 

Sibulan 49 100 49 Hedcor Sibulan Davao Light 

Tudaya 7 100 7 Hedcor Tudaya DASURECO 

 

Tiwi 390 100 390 AP Renewables WESM / Bilaterals 

Makban 

 

Pagbilao 700 100 700 Therma Luzon IPPA / Bilaterals / WESM 

Toledo 216 26 56 CEDC Bilaterals 
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Plant Name Net Sellable 
capacity (MW) 

% 
ownership 

Attributable 
capacity 

(MW) 

Mgmt. co. Offtaker 

Mindanao 210 34 71.4 STEAG State 
Power 

NPC (2031) / BOT 

 

Cebu 66 60 39.6 Cebu Private 
Power 

VECO 

Mactan 43 50 21.5 East Asia Utilities MEPZ I / WESM 

Zamboanga 100 20 120 WMPC NPC (2015) /BOO 

General Santos 55 20 11 SPPC NPC (2016) /BOO 

Agusan del 
Norte 

96 100 96 Therma Marine Bilaterals 

Davao del Norte 96 100 96 Therma Marine Bilaterals 

Navotas 225 100 225 Therma Mobile Bilaterals 

Davao 38 100 38 Davao Light Davao Light 

Cotabato 6.5 100 6.5 Cotabato Light Cotabato Light 

 

 3,001  2,236   

 
 
The Company also owns interests in several distribution utilities in Luzon, Visayas and Mindanao, including 
Visayan Electric Company, Inc. (VECO) and Davao Light& Power Company, Inc. (Davao Light), which are 
respectively the second and third largest privately owned distribution utilities in the Philippines in terms of 
both customers and annual GWh sales. The Company also owns interests in Cotabato Light& Power Company, 
Inc. (Cotabato Light), Subic Enerzone Corporation (SEZ), San Fernando Electric Light & Power Company Inc. 
(SFELAPCO), Mactan Enerzone  Corporation (MEZ) and Balamban Enerzone Corporation (BEZ).   
 
AboitizPower’s interests, direct and indirect, in the Group’s distribution units, as well as their franchise 
periods, are shown in the table below: 
 

Power Utility AboitizPower 
% Ownership 

Franchise Expiry 

Visayan Electric Company, Inc. 55.25 2030 

Davao Light & Power Co., Inc. 100 2025 

San Fernando Electric Light &Power Co., Inc. 20.29 (Direct) 
23.49 (Indirect) 

2035 

Cotobato Light and Power Company 99.94 2014 
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Power Utility AboitizPower 
% Ownership 

Franchise Expiry 

Subic Enerzone Corp. 65 (Direct) 

35 (Indirect) 

2028 

Mactan Enerzone 100 zone life 

Balamban Enerzone 100 zone life 

 
History 
 
Incorporated in 1998, AboitizPower has grown to become a leader in the Philippine power industry with 
interests in a number of privately-owned generation companies and distribution utilities. AEV owns 76.88% of 
the outstanding capital stock of AboitizPower as of March 31, 2014. 
 
In December 2006, the Company and its partner, Statkraft Norfund Power Invest AS (SN Power) of Norway, 
through SN Aboitiz Power - Magat, Inc. (SNAP-Magat) submitted the highest bid for the 360-MW Magat 
hydroelectric plant auctioned by Power Sector Assets and Liabilities Management Corporation (PSALM). The 
price offered was USD530 mn. PSALM turned over possession and control of the Magat Plant to SNAP-Magat 
on April 26, 2007. 
 
In a share swap agreement with AEV on January 20, 2007, AboitizPower issued a total of 2,889,320,292 of its 
common shares in exchange for AEV’s ownership interests in the following distribution companies, as follows: 
 

   An effective 55% equity interest in VECO, which is the second largest privately-owned distribution 

utility in the Philippines in terms of customers and annual GWh sales and is the largest distribution 

utility in the Visayas region; 

  100% equity interest in each of Davao Light and Cotabato Light. Davao Light is the third largest 

privatelyowned distribution utility in the Philippines in terms of customers and annual GWh sales; 

  An effective 64% ownership interest in SEZ, which manages the PowerDistribution System (PDS) of 

the Subic Bay Metropolitan Authority (SBMA); and 

  An effective 44% ownership interest in SFELAPCO, which holds the franchise to distribute electricity in 

the city of San Fernando, Pampanga, in Central Luzon and itssurrounding areas. 

 
On April 20, 2007, the Company acquired 50% of the outstanding capital stock of East Asia Utilities Corporation 
(EAUC) from El Paso Philippines Energy Company, Inc. (El Paso Philippines). EAUC operates a Bunker C-fired 
plant with a capacity of 50 MW within the Mactan Export Processing Zone I (MEPZ I) in Mactan Island, Cebu. 
On the same date, the Company also acquired from EAUC 60% of the outstanding common shares of Cebu 
Private Power Corporation (CPPC).  CPPC operates a 70-MW Bunker C-fired plant in Cebu City. 
 
On June 8, 2007, as part of the reorganization of the power-related assets of the Aboitiz Group, the Company 
agreed to acquire from its Affiliate, Aboitiz Land, Inc. (AboitizLand), 100% interest in MEZ, which owns and 
operates the PDS in MEPZ II in Mactan Island in Cebu, and 60% interest in BEZ, which owns and operates the 
PDS in West Cebu Industrial Park-Special Economic Zone (WCIP-SEZ) in Balamban, in the eastern part of Cebu. 
The Company also consolidated its ownership interests in SEZ by acquiring the combined 25% interest in SEZ 
held by AEV, SFELAPCO, Okeelanta Corporation (Okeelanta) and Pampanga Sugar Development Corporation 
(PASUDECO). 
 
Ownership in AboitizPower was opened to the public through an IPO of its common shares in July 2007. Its 
common shares were officially listed in The Philippine Stock Exchange, Inc. (PSE) on July 16, 2007. 
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In August 2007, the Company, together with Vivant Energy Corporation (Vivant) of the Garcia Group, signed a 
memorandum of agreement with Global Business Power Corporation (Global Power) of the Metrobank Group 
for the construction and operation of a 3 x 82-MW coal-fired power plant in Toledo City, Cebu. The Company, 
together with the Garcia Group, formed Abovant Holdings, Inc. (Abovant). The Company owns 60% of 
Abovant. The project, which was undertaken by Cebu Energy Development Corporation (Cebu Energy), a joint 
venture among Global Power, Formosa Heavy Industries and Abovant, broke ground in January 2008 and 
started full commercial operations on February 26, 2011. The Company has an effective participation of 
26.40% in the project.  
 
On November 15, 2007, AboitizPower closed the purchase of a 34% equity ownership in STEAG State Power, 
Inc. (STEAG Power), owner and operator of a 232-MW coal-fired power plant located in PHIVIDEC Industrial 
Estate in Misamis Oriental, Northern Mindanao. The Company won the competitive bid to buy the 34% equity 
from Evonik Steag GmbH (formerly known as Steag GmbH) in August 2007. The total purchase price for the 
34% equity in STEAG is USD102 mn, inclusive of interests. 
 
On November 28, 2007, SN Aboitiz Power - Benguet, Inc. (SNAP-Benguet), a consortium between AboitizPower 
and SN Power, submitted the highest bid for the Ambuklao-Binga hydroelectric power complex consisting of 
the 75-MWAmbuklao Plant and the 100-MW Binga Plant. The price offered was USD325 mn. 
 
In 2007, AboitizPower entered into an agreement to buy the 20% equity of Team Philippines in SEZ for Php92 
mn. Togetherwith the 35% equity in SEZ of AboitizPower’s Subsidiary Davao Light, this acquisition brought 
AboitizPower’s total equity in SEZ to 100%. 
 
In 2008, AboitizPower bought the 40% equity ownership of Tsuneishi Holdings (Cebu), Inc. (THC) in BEZ for 
approximately Php178 mn. The acquisition brought AboitizPower’s total equity in BEZ to 100%. 
 
On May 26, 2009, AP Renewables, Inc. (APRI), a wholly-owned Subsidiary of AboitizPower, took over the 
ownership and operations of the 289-MW Tiwi geothermal power facility in Albay and the 458-MW Makiling-
Banahaw geothermal power facility in Laguna (collectively referred to as the “Tiwi-MakBan geothermal 
facilities”) after winning the competitive bid conducted by PSALM on July 30, 2008.  
 
Therma Luzon, Inc. (TLI), a wholly-owned Subsidiary of AboitizPower, won the competitive bid for the 
appointment of the Independent Power Producer Administrator (IPPA) of the 700-MW contracted capacity of 
the Pagbilao Coal-Fired Power Plant on August 28, 2009. It assumed dispatch control of the Pagbilao power 
plant on October 1, 2009, becoming the first IPPA in the country. 
 
AboitizPower, through its wholly-owned Subsidiary, Therma Marine, Inc. (TMI), assumed ownership over 
Mobile 1 and Mobile 2 on February 6, 2010 and March 1, 2010, respectively, after acquiring the two power 
barges from PSALM for USD30 mn through a negotiated bid concluded on July 31, 2009. 
 
On May 27, 2011, Therma Mobile, Inc. (TMO), a wholly-owned Subsidiary of AboitizPower, acquired four 
barge-mounted floating power plants located at Navotas Fishport, Manila, including their respective operating 
facilities, from Duracom Mobile Power Corporation and East Asia Diesel Power Corporation. 
 
In the November 2013 bid for the IPPA of the strips for Unified Leyte Geothermal Power Plant (ULGPP), Aboitiz 
Energy Solutions, Inc. (AESI) won 40 strips of energy corresponding to 40 MW capacity of ULGPP. The Notice of 
Award was issued to AESI on January 29, 2014. This IPPA contract will allow AESI to sell 40 MW of geothermal 
power from ULGPP, beginning January 1, 2015. 
 
Summary Financial Information 
 
The following table summarizes the financial highlights of AboitizPower’s consolidated financial performance 
(figures are lifted from the consolidated financial statements set forth in the section entitled “Financial 
Information” on page 237 of this Preliminary Prospectus): 
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     FOR THE QUARTER ENDED FOR THE YEAR 

ENDED 

     (in Php mns except per share data) 

     March 31, 2014 March 31, 2013 December 31, 2013 

Statement of Income    

Operating Revenue 20,700  13,304 72,055  

Less Operating Expenses: 14,845  8,420 52,578  

Operating Profit  5,855  4,884 19,477  

Add:  Other Income (Expenses)    

 Share in Net Earnings of Associates 794  960 6,474 

 Interest Income  109 166 414 

 Interest Expense  (1,691) (1,426) (5,344) 

 Other Income (charges) - net  206  332 (1,084) 

Income before Income Tax 5,272 4,916 19,938  

Less:  Provision for Income Tax 837  225 527  

Net Income 4,435  4,691 19,411  

     

Attributable to:    

Equity holders of the parent  4,178 4,595 18,577 

Non-controlling interests  257 96 834 

  4,435 4,691 19,411 

     

Earnings per common share     

Basic and diluted, income for the 
period attributable to equity 

holders of the parent 

  

 

0.57 

 

 

0.62 

 

 

2.52 

 
 
  



 

 
24  

 
     As of 

     March 31, 2014 December 31, 2013 

     (in Php mns) 

Balance Sheet Data   

Cash and cash equivalents 34,601  31,383 

Trade and other receivables 12,206  13,038 

Derivative asset 20  31 

Inventories 2,574 2,841 

Other current assets 2,194  1,737 

Total Current Assets 51,295  49,031 

   

Investments in and advances to associates 25,257 25,330 

Property, plant, and equipment 109,957 106,755 

Intangible asset – service concession rights 3,677 3,663 

Investment property 13 13 

Available-for-sale (AFS) investments 7 7 

Goodwill 806 806 

Net pension assets 10 10 

Deferred income tax assets 311 520 

Other non-current assets 8,560 7,803 

Total Non-current Assets 148,598 144,908 

Total Assets 200,193 193,939 

   

Current portions of:   

Long-term debt 814 833 

Finance lease obligation 781 781 

Long-term obligation on power 
distribution system 

40 40 

Trade and other payables 13,654 15,076 

Income tax payable 663 348 

Total Current Liabilities 15,953 17,078 

   

Non-current portions of:   

Long-term debt 25,177 22,455 

Finance lease obligation 54,481 54,422 

Long-term obligation on power 
distribution system 

232 224 

Customers’ deposits 5,234 5,138 

Asset retirement obligation 2,038 2,009 

Net pension liabilities 449 453 

Deferred income tax liabilities 1,197 910 

Total Noncurrent Liabilities 88,809 85,611 

Total Liabilities 104,761 102,688 
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Capital stock 7,359 7,359 

Additional paid-in capital 12,589 12,589 

Share in net unrealized valuation gains on 
AFS investments of an associate 

88 88 

Cumulative translation adjustments (23) (25) 

Share in cumulative translation 
adjustments of associates 

(313) (389) 

Actuarial losses on defined benefit plans (695) (695) 

Share in actuarial losses on defined benefit 
plans of associates 

(32) (32) 

Acquisition of non-controlling interests (259) (259) 

Retained earnings 73,170 68,992 

Equity Attributable to Equity Holders of 
the Parent 

91,884 87,629 

Non-controlling interests 3,548 3,622 

Total Equity 95,432 91,251 

 
 
 

     FOR THE QUARTER ENDED FOR THE YEAR 

ENDED 

     (in Php mns except ratios) 

     March 31, 2014 March 31, 2013 December 31, 2013 

Equity in net earnings of associates    

EBITDA 793 960  

 8,169 6,876  

Cash flow generated:     

 Net cash flows from operating activities 6,764 4,716  

 Net cash flows used in investing 
activities 

 (3,975) (96)  

 Net cash flows from (used in) 
financing activities 

 475 (11,810)  

Net increase (decrease) in cash and cash 
equivalents 

3,202 (7,190)  

Cash and cash equivalents, beginning 31,383 30,678  

Cash and cash equivalents, end 34,601 23,480  

     

Current Ratio  3.23  2.87 

Debt-to-Equity Ratio  1.10  1.13 

 
Competitive Strengths 
 
The Company believes that its principal strengths are the following: 
 

  Strong track record in both power generation and distribution 

  Ability to take advantage of expected strong power market fundamentals 

  Vertically-integrated power generation and distribution company 

  Power generation contracts that provide steady and predictable cash flow 

  Benefits and low operating costs from renewable energy and renewable energy sources 

  Dependable and growing sources of income from its power distribution businesses 

  Strong financial position and the ability to obtain limited recourse and corporate level financing 

  Established relationships with strategic partners 

  Strong and experienced management team 
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A more detailed discussion of the Company’s “Competitive Strengths” may be found on page63 of this 
Preliminary Prospectus. 
 
Business Strategy 
 
The Company’s business strategy is to increase shareholder value by developing new generation projects, 
selectively acquiring existing generating facilities, expanding its electricity-related services and continuing to 
improve the operational efficiency of its existing generation and distribution facilities. More specifically, the 
Company’s strategy includes the following: 
 

  Expand the Company’s generation portfolio 

  Shift the bulk of the company’s power supply agreements to capacity-based contracts 

  Establish and develop Retail Energy Supply Services 

  Maintain a high level of social responsibility in the communities in which the Company operates 
 
A more detailed discussion of the Company’s “Business Strategy” may be found on page65 of this Preliminary 
Prospectus. 
 
Risks of Investing 
 
An investment in the Bonds involves a certain degree of risk. A prospective purchaser of the Bonds should 
carefully consider the following factors, in addition to the other information contained in this Preliminary 
Prospectus, in deciding whether or not to invest in the Bonds.   
 
Risks related to the Company’s business: 
 

 Reputation Risk 

 Comptetition Risk 

 Open Access and Retail Competition 

 Business Interruption Due to Natural Calamities and Critical Equipment Breakdown 

 Trading Risk 

 Fuel Supply Risk 

 Regulatory Risk 

 Project Risk 

 Financial Risk 
 
Risks Related to the Philippines: 
 

 A slowdown in the Philippines’ economic growth could adversely affect the Company 

 Any political instability in the Philippines may adversely affect the Company 
 
Risks Related to the Offer: 
 

 Liquidity Risk 

  Reinvestment Risk 

  Pricing Risk 

 Retention of Ratings Risk 

 Bonds have no preference under Article 2244(14) of the Civil Code 
 

A detailed discussion on the above enumerated risks appears on the “Risk Factors and Other Considerations” 

section on page 32of this Preliminary Prospectus. 

 

This Preliminary Prospectus contains forward-looking statements that involve risks and uncertainties. 

AboitizPower adopts what it considers conservative financial and operational controls and policies to manage 
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its business risks. AboitizPower’s actual results may differ significantly from the results discussed in the 

forward-looking statements. See section “Forward-Looking Statements” on page 7of this Preliminary 

Prospectus. Factors that might cause such differences, thereby making the offering speculative or risky, may 

be summarized into those that pertain to the business and operations of AboitizPower, in particular, and those 

that pertain to the over-all political, economic, and business environment, in general. 
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CAPITALIZATION 
 

The following presents a summary of the short-term debts, long-term debts, and capitalization of the Group as 

of March 31, 2014, and as adjusted to reflect the issue of the Bonds: 

 

 

     As of  

March 31, 2014 

As adjusted for 

Php5 bn issue 

As adjusted for 

Php10 bn issue 

Short-term debt    

Current portions of:    

 Long-term debt 814  814 814 

 Finance lease obligation 781 781 781 

Total short-term debts 1,595 1,595 1,595  

    

Long-term debts – net of current portion    

Non-current portions of:    

Long-term debt 25,177 25,177 25,177 

Finance lease obligation 54,481 54,481 54,481 

The issue of Bonds  4,941 9,897 

Total long-term debts 79,658 84,599 89,555 

    

Equity    

Equity attributable to equity holders of 
the parent 

91,884 91,884 91,884 

Non-controlling interests 3,548 3,548 3,548 

Total Equity 95,432 95,432 95,432 

    

Total Capitalization 176,685 181,626 186,582 
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SUMMARY OF THE OFFERING 
 

The following summary is qualified in its entirety by, and should be read in conjunction with the more detailed 
information appearing elsewhere in the Preliminary Prospectus to which it relates. 
 

Issuer : Aboitiz Power Corporation 
 

Issue Manager and Lead 
Underwriter 
 

: BPI Capital Corporation 
 

Trustee : 
 

 BPI Asset Management and Trust Group  
 

Registrar and Paying Agent : Philippine Depository & Trust Corporation 
 

Issue / Issue Amount : SEC–registered fixed rate, Peso-denominated bonds constituting 
the direct, unconditional, unsecured and general obligations of the 
Issuer (the “Bonds”) in the aggregate amount of fixed rate bonds of 
up to Php5,000,000,000.00 
 

Over-Subscription : In the event of over-subscription, the Issue Manager, in 
consultation with the Issuer, reserves the right to increase the 
aggregate size of the Issue by up to Php5,000,000,000.00 
 

Use of Proceeds : Proceeds of the Offer will be used by AboitizPowerto replenish 
working capital, for other general corporate purposes , and to 
partially fund any or all of the projects enumerated and described 
in the section entitled “Use of Proceeds” on page 37 of this 
Preliminary Prospectus 
 

Issue Price : 100% face value 
 

Manner of Distribution : Public Offering 
 

Offer Period : The Offer shall commence on [July 29, 2014] and end on [August 4, 
2014] 
 

Issue Date : [August 2014 ] 
 

Maturity Date or Redemption Date  : Series A Bonds:  Seven (7) years from Issue Date 
 
Series B Bonds: Twelve (12) years from Issue Date. 
 
Except when an Early Redemption Option is exercised, the Bonds 
will be redeemed at par (or 100%) on Maturity Date. 
 

Interest Rate : Series A Bonds: Fixed interest rate of [•] p.a. 
 
Series B Bonds: Fixed interest rate of [•] p.a. 
 

Interest Payment Date : The Interest shall be paid quarterly in arrears on [•],[•],[•]and [•], 
or the next Banking Day if such dates fall on a non-Banking Day, of 
each year commencing on [•], until and including the Maturity Date 
(each, a “Interest Payment Date”). 
 
Interest on the Bonds shall be calculated on a 30/360-day basis. 
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Form and Denomination : The Bonds shall be issued in scripless form in minimum 
denominations of Php50,000.00 each, and in multiples of 
Php10,000.00 thereafter. 
 

Early Redemption : The Issuer shall have the option, but not the obligation, to redeem 
in whole (and not in part), the outstanding Bonds on the following 
relevant dates. The amount payable to the Bondholders upon the 
exercise of the Early Redemption Option by the Issuer shall be 
calculated, based on the principal amount of Bonds being 
redeemed, as the sum of: (i) accrued interest computed from the 
last Interest Payment Date up to the relevant Early Redemption 
Option Date; and (ii) the product of the principal amount of the 
Bonds being redeemed and the Early Redemption Price in 
accordance with the following schedule: 
 

 Early Redemption Option 
Dates 

Early Redemption 
Price 

Series A 
Bonds 

5.25 years from Issue Date 101.00% 

6.00 years from Issue Date 100.50% 

   

 Early Redemption Option 
Dates 

Early Redemption 
Price 

Series B 
Bonds 

7.00 years from Issue Date 102.50% 

 8.00 years from Issue Date 102.00% 

 9.00 years from Issue Date 101.50% 

 10.00 years from Issue Date 101.00% 

 11.00 years from Issue Date 100.50% 

 
The Issuer shall give not less than thirty (30) nor more than sixty 
(60) days prior written notice of its intention to redeem the Bonds, 
which notice shall be irrevocable and binding upon the Issuer to 
effect such early redemption of the Bonds on the Early Redemption 
Date stated in such notice. 
 

Redemption for Taxation Reasons : If payments under the Bonds become subject to additional or 
increased taxes other than the taxes and rates of such taxes 
prevailing on the Issue Date as a result of certain changes in law, 
rule or regulation, or in the interpretation thereof, and such 
additional or increased rate of such tax cannot be avoided by use of 
reasonable measures available to the Issuer, the Issuer may redeem 
the Bonds in whole, but not in part, (having given not more than 
sixty (60) nor less than fifteen (15) days prior written notice to the 
Trustee) at par or 100% face value plus accrued interest. 
 

Negative Pledge : The Bonds shall have the benefit of a negative pledge on all existing 
and future assets of the Issuer, subject to certain permitted liens, as 
provided under Section [•] of the Trust Agreement. 
 

Purchase and Cancellation : The Issuer may at any time purchase any of the Bonds at any price 
in the open market or by tender or by contract at any price, without 
any obligation to purchase (and the Bondholders shall not be 
obliged to sell) Bonds pro-rata from all Bondholders. Upon listing of 
the Bonds on PDEx, the Issuer shall disclose any such transactions in 
accordance with the applicable PDEx disclosure rules. 
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Status of the Bonds : The Bonds constitute direct, unconditional, unsecured and 
unsubordinated Peso denominated obligations of the Issuer and 
shall rank pari passu and rateably without any preference or 
priority amongst themselves and at least pari passu with all other 
present and future unsecured and unsubordinated obligations of 
the Issuer, other than (i) obligations preferred by the law, (ii) any 
obligation incurred by the Issuer pursuant to Section [•] of the Trust 
Agreement or as may be allowed by the Trust Agreement, and (iii) 
other Indebtedness or obligations disclosed by the Issuer to the 
Trustee as of IssueDate. The Bonds shall effectively be subordinated 
in right of payment to, among others, all of AboitizPower’s secured 
debts to the extent of the value of the assets securing such debt 
and all of its debt that is evidenced by a public instrument under 
Article 2244(14) of the Civil Code of the Philippines. 
 

Rating : The Bonds are rated [PRS •] by PhilRatings. 
 

Listing : The Issuer intends to list the Bonds in the PDEx on Issue Date. 
 



 

 
32  

RISK FACTORS AND OTHER CONSIDERATIONS 
 

An investment in the Bonds described in this Preliminary Prospectus involves a number of risks.  The 
price of the securities can and does fluctuate, and any individual security may experience upward or 
downward movements, and may even become valueless.  There is inherent risk that losses may be 
incurred rather than profit made as a result of buying and selling securities. There is an extra risk of 
losing money when securities are bought from smaller companies. Past performance is not a guide to 
future performance and there may be a large difference between the buying price and the selling 
price of these securities. Investors deal with a range of investments, each of which may carry a 
different level of risk.  Investors should carefully consider all the information contained in this 
Prospectus, including the risk factors described below before deciding to invest in the Bonds.  
 

This section entitled “Risk Factors” does not purport to disclose all the risks and other significant 
aspects of investing in these securities.  Investors should undertake independent research and study 
the trading of these securities before commencing any trading activity.  Investors should seek 
professional advice regarding any aspect of the securities such as the nature of risks involved in 
trading of securities, and specifically those high-risk securities. Investors may request publicly 
available information on the Bonds and the Company from the Philippine SEC.  
 

The risks factors discussed in this section are of equal importance and are only separated into 
categories for easy reference.  
 

RISKS RELATED TO THE COMPANY’S BUSINESS 
 
Reputation Risk 
 
AboitizPower recognizes that its reputation is its single most valuable asset. It is a competitive advantage that 
enables the Company to earn the trust of its stakeholders. The Company is cognizant of the fact that the 
reputation it has today took generations to firm up, and it is therefore something that the Company wants to 
protect, build and enhance continuously. 
 
Amid heightened stakeholder expectations and vigilance, regulators and legislators are under pressure to be 
more protective of the interests of consumers. This has created a new environment where compliance to 
higher corporate governance standards and corporate reputation has become a differentiating asset as well as 
the number one risk. 
 
Managing AboitizPower’s reputation requires understanding of its reputational terrain, which has now 
expanded from the usual general public to its very own team members, partners, shareholders, lenders, 
communities in which it operates, non-governmental organizations, the regulators, advocacy groups and those 
in traditional media and social media. 
 
The views of its stakeholders and their perception of the image that the Company communicates over time 
determine the employer brand, societal and regulatory brand, customer brand and shareholder brand. 
 
At AboitizPower, managing reputational risk, which could be the effect of an occurrence of another risk, is 
done through: 
 

  Building the organization’s capability through a formalized governance structure and an intelligence 
process 

  Implementing anticipatory issues management 

 Development and implementation of a groupwide social media policy and strategy 

 Development of brand champions and brand advocates through effective corporate communication 
and branding programs 
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 Ensuring brand integrity by establishing reputation metrics, aiming to close the gap between how the 
Company projects itself and how others perceive the Company 

  Integrating sustainable practices across the value chain and ensuring that long-term decisions balance 
the interest of people, planet and profit. 

 
Competition Risk 

 
AboitizPower will be facing pivotal changes in the power industry in the next few years. Investments in 
Greenfield projects by competitors are starting to pour in, with new players coming into the game. The power 
industry is now moving into a situation where there will be adequate or even, as some fear, an oversupply of 
electricity across all grids. 

 
The Company’s strength lies in its diversified portfolio of generation assets.Over the next several years, 
AboitizPower looks to expand its portfolio of generation assets by implementing the various Greenfield and 
Brownfield projects. 
 
AboitizPower continues to closely evaluate the investment viability of the remaining power generation assets 
that PSALM intends to auction off. The Company is also keen on participating in PSALM’s public auction for 
IPPA contracts, which involves the transfer of the management and control of the total energy output of 
power plants under contract with the National Power Corporation (NPC) to IPPAs. 
 
Open Access and Retail Competition 
 
Over 70% of NPC’s generating assets and IPP contracts have been privatized. The Wholesale Electricity Spot 
Market (WESM) is now operational in Luzon and Visayas, and an Interim Mindanao Electricity Market (IMEM) 
has been established in 2013.  
 
Under Open Access, eligible contestable customers - defined as end-users with a monthly average peak 
demand of at least one MW in the preceding 12 months - will have the option to source their electricity from 
eligible suppliers that have secured a Retail Electrictiy Supplier (RES) license from the ERC. 
 
Open Access will give end users the power of choice and will remain a crucial ingredient to the Company’s 
growth plans. AboitizPower is fully aware of the effect of Open Access on its protected franchises but it is in 
these challenges where that the Company will sharpen its competitive edge and bank on its grasp of the 
industry to offer better power solutions that will differentiate AboitizPower from its competitors. 
 
AboitizPower has two wholly-owned Subsidiaries, AESI and AdventEnergy, that are licensed RES.  These 
Subsidiaries can enter into contracts with eligible contestable customers. Moreover, AboitizPower’s 
generation assets that have uncontracted capacities will be able to have direct access to these customers 
through AboitizPower’s licensed RES. 
 
Business Interruption due to Natural Calamities and Critical Equipment Breakdown 
 
Loss of critical functions and equipment caused by natural calamities such as earthquakes, typhoons and 
floods could result in a significant interruption of the Company’s businesses. Interruption may also be caused 
by other factors such as major equipment failure, fires and explosions, hazardous waste spills, workplace 
fatalities, terrorism and other serious risks. 

 
An Asset Management program is currently being implemented for the Generation Group, with regular 
preventive maintenance of the Company’s facilities being strictly observed, and loss prevention controls 
continually being evaluated and strengthened.  
 
Business interruption insurance has also been procured to cover the potential loss in gross profits in the event 
of a major damage to AboitizPower’s critical facilities and assets. 
 
In addition, to ensure the continuity of operations in the event of a business interruption, AboitizPower has 
completed the development of Business Continuity Plans in 2013.  The Company’s recent experience with 
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Typhoon Yolanda and the Bohol Earthquake gave some valuable lessons on how AboitizPower can further 
enhance its business continuity plan, response and capabilities.  These enhancements will be implemented in 
2014. 
 
Trading Risk 
 
Power spot prices are subject to significant volatility from supply and demand changes. Both long-term and 
short-term power prices may also fluctuate substantially due to factors outside of AboitizPower’s control. 
These factors include forced outages, transmission constraints, disruptions in the delivery chain, weather 
conditions, and changes in fuel price. These have caused and are expected to cause fluctuation or instability in 
the operating results of the generation companies, particularly those that sell substantial portions of the 
electricity they generate to the WESM. 
 
AboitizPower plans to manage these risks by having a balanced portfolio of contracted and spot capacity. In 
particular, it intends to contract a majority of its base load and diesel capacity under price-stable bilateral 
contracts and offer most of its hydroelectric capacity for peaking and ancillary services. 
 
Fuel Supply Risk 
 
AboitizPower has several thermal plants – TLI that use coal, and CPPC, EAUC, TMI and TMO that use Bunker-C 
fuel. These fuel types are subject to significant fluctuation in fuel prices and supply issues. 
 
On the supply side, our business units using bunker C fuel namely CPPC, EAUC, TMI and TMO enter and renew 
into medium-term supply contracts with the biggest oil companies in the country who have consistently 
delivered on their contractual commitments.  At the same time, the Group continuously scans the supply 
spectrum for better opportunities. 
 
Likewise, TLI has long term coal supply agreements with different suppliers of performance and blending coal, 
and it continuously evaluates other coals to establish more sources in order to ensure stability of supply. 
 
Regulatory Risk 
 
AboitizPower’s generation and distribution businesses are subject to constantly evolving regulations. 
Regulators are tightening their scrutiny, and the public has become more vigilant and involved in the power 
debate. 
 
To respond proactively to potential fundamental changes that can impact its businesses, AboitizPower’s 
regulatory team works very closely with its Generation and Distribution Companies and maintains open lines 
of communication with regulatory agencies. The regulatory team actively participates in consultative 
processes that lead to the development of new rules and policies covering the power industry. 
 
The Company’s regulatory team has also developed a strategy anchored on long-term views of expected or 
anticipated changes in the regulatory field. Its approach integrates understanding how regulations will affect 
its businesses, and planning and preparing for expected changes in regulation, rather than waiting for 
regulations to be imposed. 
 
Project Risk 
 
In 2013, AboitizPower has completed the rehabilitation efforts on the facilities in Tiwi, MakBan and Binga as 
well as its four (4) Navotas power barges. 
 
The Company has made significant progress on its Greenfield coal plant projects in Davao and its small hydro 
projects, Tudaya 1 and 2 in Sibulan.  In 2013, AboitizPower also broke ground on its Sabangan small hydro 
project in Mt. Province. 
 
Between 2014 and 2018, the Company lined up greenfield and brownfield projects across the country that will 
yield potential capacity opportunities of over 2,000 MW.  2014 will clearly be a point of inflection from 
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rehabilitation to construction of greenfield projects to execution. This is a big shift that comes with a whole 
new set of risks that AboitizPower needs to pay attention to and manage. 
 
To ensure the success of these projects, AboitizPower is partnering with contractors and suppliers of 
established good reputation. As the Company deals with uncertain events and conditions that may have either 
positive or negative effects on its project objectives, it began implementing a Project Risk Management 
program and framework in 2012.  
 
Implementing Project Risk Management increases the likelihood of success of these Greenfield projects, 
especially in achieving cost, time and performance objectives.  
 
This includes identifying, assessing and managing risks at various stages of the project lifecycle – pre-
development, development and during execution.  A regular review of the project risk management plans is 
also being performed to monitor implementation of risk control measures. 
 
Financial Risk 
 
In the course of the Company’s operations, it is exposed to financial risks. These are: (a) interest rate risks 
resulting from movements in interest rates that may have an impact on outstanding long-term debt; (b) credit 
risk involving possible exposure to counter-party default on its cash and cash equivalents, Available-For-Sale 
investments and trade and other receivables; (c) liquidity risk in terms of the proper matching of the type of 
financing required for specific investments; and (d) foreign exchange (forex) risk in terms of forex fluctuations 
that may significantly affect its foreign currency-denominated placements and borrowings. 
 

RISKS RELATED TO THE PHILIPPINES  
 
A slowdown in the Philippines’ economic growth could adversely affect the Company 
 
Historically, results of operations have been influenced, and will continue to be influenced, to a significant 
degree by the general state of the Philippine economy, with demand for power historically being tied to the 
level of economic activity in the Philippines. As a result, the Company’s income and results of operations 
depend, to a significant extent, on the performance of the Philippine economy. In the past, the Philippines has 
experienced periods of slow or negative growth, high inflation, significant devaluation of the peso and the 
imposition of exchange controls.  
 
From mid-1997 to 1999, the economic crisis in Asia adversely affected the Philippine economy, causing a 
significant depreciation of the Philippine Peso, increases in interest rates, increased volatility and the 
downgrading of the Philippine local currency rating and the ratings outlook for the Philippine banking sector. 
These factors had a material adverse impact on the ability of many Philippine companies to meet their debt-
servicing obligations. Over the last several years, the government instituted several reforms in the fiscal and 
banking sectors, among others, that strengthened the country’s economic fundamentals. In March 2013, Fitch 
Ratings upgraded its rating on the Philippines to investment grade. In May 2013, Standard & Poor’s followed 
suit, while Moody’s upgraded the Philippine credit rating in October 2013. Notwithstanding the lower than 
expected growth in GDP of 5.7% for the first quarter of 2014, the consensus remains that the Philippine 
economy’s sound economic fundamentals remain intact. 
 
Nonetheless, any deterioration in the Philippine economy may adversely affect consumer sentiment and lead 
to a reduction in demand for the Company’s products. There is no assurance that current or future 
Government administrations will adopt economic policies conducive to sustaining economic growth.   
 
Historically, the demand for power for the past 10 years has shown an increasing trend.  This has been despite 
the volatility in the economic, financial, and political conditions of the country. It may be attributable to the 
inelasticity of electricity at certain levels wherein essential appliances and industries need to operate.  The 
rising population and remittances from overseas workers will likewise provide a minimum growth in the 
demand for power.  
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Any political instability in the Philippines may adversely affect the Company  
 
The Philippines has from time to time experienced political, social and military instability. No assurance can be 
given that the political environment in the Philippines will stabilize. In 2016, the Philippines will hold its next 
presidential elections.  
 

RISKS RELATED TO THE OFFER  
 
Liquidity Risk  
 
The Philippine securities markets are substantially smaller, less liquid, and more concentrated than major 
global securities markets. As such, the Company cannot guarantee that the market for the Bonds will always 
be active or liquid. Even if the Bonds are listed on the PDEx, trading in securities such as the Bonds, may 
sometimes be subject to extreme volatility in response to interest rates, developments in local and 
international capital markets and the overall market for debt securities and other factors.  There is no 
assurance the Bonds may be disposed at prices, volumes or at times deemed appropriate by the Bondholders.  
 
Reinvestment Risk 
 
Prior to the relevant Maturity Dates, the Issuer shall have the option, but not the obligation, to redeem in 
whole (and not in part), any series of the outstanding Bonds on the relevant Optional Redemption Dates  (see 
“Description and Terms and Conditions of the Bonds – Optional Redemption” on page 46of this Preliminary 
Prospectus). In the event that the Company exercises this early redemption option, all Bonds will be redeemed 
and the Company would pay the amounts to which Bondholders would be entitled. Following such redemption 
and payment, there can be no assurance that investors in the redeemed Bonds will be able to re-invest such 
amounts in securities that would offer a comparative or better yield or terms, at such time.  
 
Pricing Risk 
 
The Bond’s market value moves (either up or down) depending on the change in interest rates.  The Bonds 
when sold in the secondary market are worth more if interest rates decrease since the Bonds have a higher 
interest rate relative to the market. Conversely, if the prevailing interest rate increases the Bonds are worth 
less when sold in the secondary market. Therefore, an investor faces possible loss if he decides to sell.  
 
Retention of Ratings Risk  
 
There is no assurance that the rating of the Bonds will be retained throughout the life of the Bonds.  The rating 
is not a recommendation to buy, sell or hold securities and may be subject to revision, suspension, or 
withdrawal at any time by the assigning rating organization.  There is no assurance that the rating will be 
maintained throughout the life of the Bonds.  
 
Bonds have no Preference under Article 2244(14) of the Civil Code. 
 
 



 

 
37  

USE OF PROCEEDS 
 
The Issue Price shall be at par, which is equal to the face value of the Bonds.  AboitizPower expects that the 
net proceeds of the Offer shall amount to approximately 4,938,637,670.70 for a Php5,000,000,000.00  Issue 
size, or approximately Php9,894,820,466.40 for a Php10,000,000,000.00 Issue size should the Company 
exercise in full its Oversubscription Option after fees, commissions and expenses.  
 
For a Php5,000,000,000.00 Issue Size 

Estimated proceeds from the sale of Bonds 
 

PHP 5,000,000,000 

Less: Estimated expenses 
  

Documentary Stamp Tax PHP 25,000,000 
 

SEC Registration Fee and Legal Research 3,903,125  
 

Publication Fee 100,000  
 

Underwriting and Other Professional Fees 31,729,204  
 

Listing Application Fee 100,000  
 

Printing Cost 350,000 
 

Trustee Fees 105,000 
 

Registry and Paying Agency Fees 75,000 
 

Estimated net proceeds the Issue 
 

PHP 4,938,637,670.70 

 
For a Php10,000,000,000.00 Issue Size 

Estimated proceeds from the sale of Bonds 
 

PHP 10,000,000,000 

Less: Estimated expenses 
  

Documentary Stamp Tax PHP 50,000,000 
 

SEC Registration Fee and Legal Research 3,903,125  
 

Publication Fee 100,000  
 

Underwriting and Other Professional Fees 50,546,409  
 

Listing Application Fee 100,000  
 

Printing Cost 350,000 
 

Trustee Fees 105,000 
 

Registry and Paying Agency Fees 75,000 
 

Estimated net proceeds the Issue 
 

PHP 9,894,820,466.00 
 
Aside from the foregoing one time costs, AboitizPower expects the following annual expenses related to the 
Bonds: 
 

1. Aside from the Listing Application Fee, the Issuer will be charged the first year annual maintenance 
fee in advance upon the approval of the Listing; 

 
2. The Issuer will pay a yearly retainer fee to the Trustee amounting to [Php•] per annum; 

 
3. After the Issue, a Paying Agency fee amounting to Php10,000.00 is payable every Interest Payment 

Date.  The Registrar will charge a monthly maintenance fee based on the face value of the Bonds and 
the number of Bondholders; and 
 

4. The Issuer will pay an annual monitoring fee  to Philratings amounting to Php500,000.00 (VAT 
exclusive). 

 
A material amount of the proceeds will not be used to discharge debt. 
 
The net proceeds from the Offer is estimated to be [Php4,938,637,670.70] to[Php9,894,820,466.00]after 
deducting expenses related to the Offer and will be used by the Company to replenish working capital, for 
other general corporate purposes, andto partially fund any or all of the Company’s projects, including but not 
limited to: 
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400 MW (net) Pulverised Coal-Fired Expansion Unit 3 in Pagbilao, Quezon 
 
AboitizPower, through wholly owned subsidiary Therma Power, Inc. (TPI), and TPEC Holdings Corporation 
(TPEC), have formed Pagbilao Energy Corporation (PEC) to develop and own Pagbilao Unit 3. Estimated cost for 
the project is Php44 bn.  The Company is planning on infusingup to Php5.5 bn into the project. 
 
68 MW Manolo Fortich Hydropower Plant Project 
 
Aboitiz Power’s wholly owned Subsidiary, Hedcor Bukidnon Inc. (Hedcor Bukidnon),will start construction of 
the Manolo Fortich project within the second half of 2014 after it secures all the necessary permits and 
licenses.  Located in Bukidnon province, the project is composed of the 43 MW Manolo Fortich 1 and 25 MW 
Manolo Fortich 2. Total project cost is estimated at Php13 bn.  The Company is planning on infusing capital of 
up toPhp4 bn into the project.  
 
300 MW Cebu Coal Project 
 
AboitizPower, through 100%-owned subsidiary, Therma Visayas, Inc. (TVI), is developing a 2 x 150-MW (net) 
coal-fired power project in Toledo City, Cebu. Estimated cost for the project is at Php32 bn. The Company is 
planning on infusing capital of up to Php10 bn into the project. 
 
300 MW Davao Coal Project 
 
AboitizPower, through 100%-owned subsidiary Therma South, Inc. (TSI), is putting up a 2x150 MW coal-fired 
power plant in Davao, which is the biggest load center in the island of Mindanao. The project broke ground in 
2012. The first generating unit (150 MW) is expected to be completed 34 months after (or March 2015), with 
the second unit (150 MW) to follow in 3 months (or June 2015). The Company is planning on infusing the 
remaining equity requirement of up to Php500 mn into the project. 
 
14 MW Sabangan Hydropower Plant Project 
 
AboitizPower’s wholly owned subsidiary, Hedcor Sabangan, Inc. is currently constructing the Sabangan project 
in Mt. Province.  Construction began in May 2013 and project completion is expected in 24 months.  The 
Company is planning on infusing the remaining equity requirement of up to Php1.3bn into the project. 
 



 

DETERMINATION OF THE OFFERING PRICE 
 

Each series of the Bonds shall be issued on a fully-paid basis and at an issue price that is at par. 
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PLAN OF DISTRIBUTION 
 

THE OFFER 
 
On [June 18, 2014], AboitizPower filed a Registration Statement with the SEC, in connection with the offer and 
sale to the public of debt securities with an aggregate principal amount of Php10,000,000,000 to be issued in 
one or more tranches. Five Billion Pesos (Php5,000,000,000), with an Over-subscription option of up to Five 
Billion Pesos (Php5,000,000,000), shall be issued for the first tranche while the remaining balance of the 
aggregate amount shall be lodged under a shelf registration and will be raised in future tranches. 
 

SHELF REGISTRATION OF SECURITIES NOT COVERED BY THE OFFER 
 
After the close of the Offer and within one year following the issuance of the Bonds, AboitizPower may, at its 
sole discretion, offer any or all of the remaining balance of the aggregate principal amount debt securities 
covered by such registration statement, in subsequent tranches under paragraph 2 of Rule 8.1 of the Securities 
Regulation Code’s Implementing Rules and Regulations. Such a shelf registration provides AboitizPower with 
the ability to conduct such an offering within a comparatively short period of time. AboitizPower believes that 
such shelf registration provides the Company with the increased ability to take advantage of opportunities in a 
volatile debt capital market, as these occur. Any subsequent offering under such rule requires the submission 
by AboitizPower of the relevant updates and amendments to the registration statement and the issuance of 
the corresponding Permit to Sell by the SEC. As a listed company, AboitizPower regularly disseminates such 
updates and information in its disclosures to the SEC and PSE. 
 
However, there can be no assurance in respect of: (i) whether AboitizPower would issue such debt securities at 
all; (ii) the size or timing of any individual issuance or the total issuance of such debt securities; or (iii) the 
specific terms and conditions of such issuance. Any decision by AboitizPower to offer such debt securities will 
depend on a number of factors at the relevant time, many of which are not within AboitizPower’s control, 
including but not limited to: prevailing interest rates, the financing requirements of AboitizPower’s business 
and prospects, market liquidity and the state of the domestic capital market, and the Philippine, regional and 
global economies in general. 
 
UNDERWRITING OBLIGATIONS OF THE LEAD UNDERWRITER 
 
BPI Capital, pursuant to the Underwriting Agreement with AboitizPower, has agreed to act as the Lead 
Underwriter for the Offer and as such, distribute and sell the Bonds at the Issue Price, and have also 
committed to underwrite Five Billion Pesos (Php5,000,000,000) on a firm basis, for the first tranche of the 
Offer, subject to the satisfaction of certain conditions and in consideration for certain fees and expenses. 
 
BPI Capital is the sole Issue Manager for this transaction.  
 
The Lead Underwriter will receive a fee of thirty-five basis points (0.35%) on the underwritten principal 
amount of the Bonds issued. Such fee shall be inclusive of underwriting and participation commissions. 
 
BPI Capital is the wholly owned investment bank subsidiary of Bank of the Philippine Islands duly licensed by 
the SEC to engage in the underwriting and distribution of securities. BPI Capital offers investment banking 
services in the areas of financial advisory, mergers and acquisitions, debt and equity underwriting, private 
placement, project finance and loan syndication. It began operations as an investment house in December 
1994.   
 
The Lead Underwriter does not have any relation to the Aboitiz Group in terms of ownership by either of their 
respective major stockholder/s and has any right to designate or nominate a member(s) of the Board of 
Directors of AboitizPower. 
 
SALE AND DISTRIBUTION 
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The distribution and sale of the Bonds shall be undertaken by the Lead Underwriter who shall sell and 
distribute the Bonds to third party buyers/investors. The Lead Underwriter is authorized to organize a 
syndicate of sub-underwriters, soliciting dealers and/or selling agents for the purpose of the Offer; provided, 
however, that the Lead Underwriter shall remain solely responsible to the Issuer in respect of its obligations 
under the Underwriting Agreement entered into by them with the Issuer and the Issuer shall not be bound by 
any of the terms and conditions of any agreement entered into by the Lead Underwriter with such other 
parties. Nothing herein shall limit the rights of the Lead Underwriter from purchasing the Bonds for its 
respective accounts.  
 
TERM OF APPOINTMENT 
 
The engagement of the Lead Underwriter shall subsist so long as the SEC Permit to Sell remains valid, unless 
otherwise terminated pursuant to the Underwriting Agreement. 
 
MANNER OF DISTRIBUTION 
 
The Lead Underwriter shall, at its discretion but with written notice to AboitizPower, determine the manner by 
which proposals for subscriptions to, and issuances of, Bonds shall be solicited, with the primary sale of Bonds 
to be effected only through the Lead Underwriter. 
 
OFFER PERIOD 
 
The Offer Period shall commence on [July 29, 2014] and end on [August 4, 2014]. 
 
All applications to purchase the Bonds shall be evidenced by a duly completed and signed Application to 
Purchase, together with two (2) fully executed signature cards authenticated by the Corporate Secretary with 
respect to corporate and institutional investors, and shall be accompanied by the payment in full of the 
corresponding purchase price of the Bonds applied for, by check or by appropriate payment instruction, and 
the required documents which must be submitted to the Lead Underwriter. 
 
Corporate and institutional purchasers must also submit a certified true copy of its SEC Certificate of 
Registration,its latest Articles of Incorporation and By-laws, BIR Certificate of Registration, or such other 
relevant organizational or charter documents, and the duly notarized certificate of the Corporate Secretary 
attesting to the resolution of the board of directors and/or committees or bodies authorizing the purchase of 
the Bonds and designating the authorized signatory/ies therefore, including his or her specimen signature. 
Individual Applicants must also submit a photocopy of any one of the following identification cards (‘‘ID’’): 
passport, driver’s license, postal ID, company ID, SSS/GSIS ID and/or Senior Citizen’s ID or such other ID and 
documents as may be required by or acceptable to the selling bank, which must be valid as of the date of the 
Application.  Individual Applicants shall also submit proof of his or her Taxpayer’s Identification Number (TIN). 
 
An Applicant who is exempt from or is not subject to withholding tax, or who claims reduced tax treaty rates 
shall, in addition, be required to submit the following requirements to the Lead Underwriter (together with 
their applications) who shall then forward the same to the Registrar, subject to acceptance by the Issuer as 
being sufficient in form and substance: (i) certified true copy of the original, current, valid and subsisting tax 
exemption certificate, ruling or opinion issued by the BIR on file with the Applicant as certified by its duly 
authorized officer; (ii) with respect to tax treaty relief, proofs to support applicability of reduced tax rates, such 
as proof of filing of a tax treaty relief application with the BIR International Tax Affairs Division (BIR ITAD) prior 
to the first taxable event, proof of tax domicile issued by the relevant tax authority of the Bondholder duly 
authenticated by a Philippine consul, and original or SEC-certified true copy of the SEC confirmation that the 
relevant entity is not doing business in the Philippines; (iii) an original of the duly notarized undertaking, in the 
prescribed form, declaring and warranting its tax-exempt statusor entitlement to reduced tax rates under 
existing tax treaties, undertaking to immediately notify the Issuer, of any suspension or revocation of its tax-
exempt status and agreeing to indemnify and hold the Issuer, the Registrar and Paying Agent free and 
harmless against any tax assessment claims, actions, suits, and liabilities resulting from the non-withholding or 
reduced withholding of the required tax; and (iv) such other documentary requirements as may be required 
under the applicable regulations of the relevant taxing or other authorities. 
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Completed Applications to Purchase and corresponding payments must reach the Lead Underwriter prior to 
the end of the Offer Period, or such earlier date as may be specified by the Lead Underwriter.  Acceptance by 
the Lead Underwriter of the completed Application to Purchase shall be subject to the availability of the Bonds 
and the acceptance by AboitizPower and the Lead Underwriter.  In the event that any check payment is 
returned by the drawee bank for any reason whatsoever, the Application to Purchase shall be automatically 
cancelled and any prior acceptance of the Application to Purchase is deemed revoked. 
 
MINIMUM PURCHASE 
 
A minimum purchase of Php50,000.00 shall be considered for acceptance. Purchases in excess of the minimum 
shall be in multiples of Php10,000.00. 
 
ALLOTMENT OF THE BONDS 
 
If the Bonds are insufficient to satisfly all Applications to Purchase, the available Bonds shall be allotted in 
accordance with the chronological order of submission of properly completed and appropriately accomplished 
Applications to Purchase on a first-come, first-served basis, without prejudice subject to AboitizPower’s 
exercise of its right of rejection. 
 
ACCEPTANCE OF APPLICATIONS 
 
AboitizPower and the Lead Underwriter reserve the right to accept or reject applications to subscribe in the 
Bonds, and in case of oversubscription, allocate the Bonds available to the applicants in a manner they deem 
appropriate.  If any application is rejected or accepted in part only, the application money or the appropriate 
portion thereof will be returned without interest by the Lead Underwriter. 
 
REFUNDS 
 
In the event an Application is rejected or the amount of Bonds applied for is scaled down, the Lead 
Underwriter, upon receipt of such rejected and/or scaled down applications, shall notify the Applicant 
concerned that his application has been rejected or the amount of Bonds applied for is scaled down, and 
refund the amount paid by the Applicant with no interest thereon. With respect to an Applicant whose 
application was rejected, refund shall be made by the Lead Underwriter by making the check payment of the 
Applicant concerned available for his retrieval. With respect to an Applicant whose application has been scaled 
down, refund shall be made by the issuance by the Lead Underwriter of its own check payable to the order of 
the Applicant and crossed ‘‘Payees’ Account Only’’ corresponding to the amount in excess of the accepted 
Application. All checks shall be made available for pick up by the Applicant concerned at the office of the Lead 
Underwriter to whom the rejected or scaled down Application was submitted within ten (10) Banking Days 
after the last day of the Offer Period. The Issuer shall not be liable in any manner to the Applicant for any 
check payment corresponding to any rejected or scaled-down application which is not returned by the Lead 
Underwriter; in which case, the Lead Underwriter shall be responsible directly to the Applicant for the return 
of the check or otherwise the refund of the payment. 
 
SECONDARY MARKET 
 
AboitizPower intends to list the Bonds in the PDEx. AboitizPower may purchase the Bonds at any time, in the 
open market or by tender or by contract at any price, without any obligation to make pro rata purchases of 
Bonds from all Bondholders. 
 
REGISTRY OF BONDHOLDERS 
 
The Bonds shall be issued in scripless form and will be eligible for trading under the scripless book-entry 
system of PDTC. Master Certificates of Indebtedness representing the Bonds sold in the Offer shall be issued to 
and registered in the name of the Trustee, on behalf of the Bondholders. 
 
Legal title to the Bonds shall be shown in the Registry Book (the “Registry Book”) to be maintained by the 
Registrar. Initial placement of the Bonds and subsequent transfers of interests in the Bonds shall be subject to 
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applicable Philippine selling restrictions prevailing from time to time. AboitizPower will cause the Registry 
Book to be kept at the specified office of the Registrar. The names and addresses of the Bondholders and the 
particulars of the Bonds held by them and of all transfers of Bonds shall be entered into the Registry Book. 
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DESCRIPTION AND TERMS AND CONDITIONS OF THE BONDS 
 
The following does not purport to be a complete listing of all the rights, obligations, or privileges of the Bonds. 
Some rights, obligations, or privileges may be further limited or restricted by other documents. Prospective 
investors are enjoined to carefully review the Articles of Incorporation, By-Laws and resolutions of the Board of 
Directors and Shareholders of the Company, the information contained in this Prospectus, the Trust Agreement, 
the Underwriting Agreement, the Registry and Paying Agency Agreement and other agreements relevant to the 
Offer. 
 
The issue of up to Php10,000,000,000 aggregate principal amount of Series A Bonds at [•]% p.a. and Series B 
Bonds at [•]% p.a., in one or more tranches was authorized by a resolution of the Board of Directors of 
AboitizPower (the “Issuer”) dated June 17, 2014. 
 
The Bonds shall be constituted by a Trust Agreement executed on [•](the “Trust Agreement”) entered into 
between the Issuer and [•] (the “Trustee”), which term shall, wherever the context permits, include all other 
persons or companies for the time being acting as trustee or trustees under the Trust Agreement. The 
description of the terms and conditions of the Bonds set out below includes summaries of, and is subject to, 
the detailed provisions of the Trust Agreement.  
 
A registry and paying agency agreement executed on [•] (the “Registry and Paying Agency Agreement”) in 
relation to the Bonds among the Issuer, Philippine Depository & Trust Corporation as paying agent (the 
“Paying Agent”) and as registrar (the “Registrar”).  
 
The Bonds shall be offered and sold through a general public offering in the Philippines, and issued and 
transferable in minimum principal amounts of Fifty Thousand Pesos (Php50,000.00) and in multiples of Ten 
Thousand Pesos (Php10,000.00) thereafter, and traded in denominations of Ten Thousand Pesos 
(Php10,000.00) in the secondary market.  
 
The Series A Bonds shall mature on [• 2021] and the Series B Bonds shall mature on [• 2026], unless earlier 
redeemed by the Issuer pursuant to the terms thereof and subject to the provisions on redemption and 
payment below.  
 
The Paying Agent and Registrar has no interest in or relation to AboitizPower which may conflict with its role 
as Registrar for the Offer. The Trustee has no interest in or relation to AboitizPower which may conflict with 
the performance of its functions as Trustee. 
 
Copies of the Trust Agreement and the Registry and Paying Agency Agreement are available for inspection 
during normal business hours at the specified offices of the Trustee. The holders of the Bonds (the 
“Bondholders”) are entitled to the benefit of, are bound by, and are deemed to have notice of, all the 
provisions of the Trust Agreement and are deemed to have notice of those provisions of the Registry and 
Paying Agency Agreement applicable to them.  
 

FORM AND DENOMINATION  
 
The Bonds are in scripless form, and shall be issued in denominations of Fifty Thousand Pesos 
(Php50,000.00)each as a minimum and in multiples of Ten Thousand Pesos (Php10,000.00) thereafter and 
traded in denominations of Ten Thousand Pesos (Php10,000.00) in the secondary market.  
 

TITLE 
 
Legal title to the Bonds shall be shown in the Registry Book maintained by the Registrar. A notice confirming 
the principal amount of the Bonds purchased by each applicant in the Offering shall be issued by the Registrar 
to all Bondholders following the Issue Date. Upon any assignment, title to the Bonds shall pass by recording of 
the transfer from the transferor to the transferee in the electronic Registry Book maintained by the Registrar. 
Settlement in respect of such transfer or change of title to the Bonds, including the settlement of any cost 
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arising from such transfers, including, but not limited to, documentary stamps taxes, if any, arising from 
subsequent transfers, shall be for the account of the relevant Bondholder.  
 

BOND RATING 
 
[The Bonds have been rated PRS [•] by Philippine Rating Services Corporation ("Phil Ratings"), due to [•].  A 
rating of PRS [•] is assigned to long-term debt securities with [•]. A rating of PRS [•] is the [•] credit rating on 
PhilRatings’ long-term credit rating scale. 
 
PhilRatings arrived at the above rating for the Bonds based on a number of important considerations: [•]] 
 
The rating is subject to regular annual reviews, or more frequently as market developments may dictate, for as 
long as the Bonds are outstanding. After Issue Date, the Trustee shall monitor the compliance of the Bonds 
with the regular annual reviews. 
 

TRANSFER OF BONDS 
 
Registry Book 
 
The Issuer shall cause the Registry to be kept by the Registrar, in electronic form. The names and addresses of 
the Bondholders and the particulars of the Bonds held by them and of all transfers of Bonds shall be entered 
into the Registry Book. As required by Circular No. 428-04 issued by the Bangko Sentral ng Pilipinas,the 
Registrar shall send each Bondholder, in the mode elected by such Bondholder in the Application to Purchase 
or the Registration Form, a written statement of registry holdings at least quarterly (at the cost of the Issuer) 
and a written advice confirming every receipt or transfer of the Bonds that is effected in the Registrar’s system 
(at the cost of the relevant Bondholder). Such statement of registry holdings shall serve as the confirmation of 
ownership of the relevant Bondholder as of the date thereof. Any requests of Bondholders for certifications, 
reports or other documents from the Registrar, except as provided herein, shall be for the account of the 
requesting Bondholder. 
 
Transfers; Tax Status  
 
Bondholders may transfer their Bonds at anytime, regardless of tax status of the transferor vis-à-vis the 
transferee. Should a transfer between Bondholders of different tax status occur on a day which is not an 
Interest Payment Date, tax exempt entities trading with tax paid entities shall be treated as tax paid entities 
for the interest period within which such transfer occurred. A Bondholder claiming tax-exempt status is 
required to submit a written notification of the sale or purchase to the Trustee and the Registrar, including the 
tax status of the transferor or transferee, as appropriate, together with the supporting documents specified 
under “Payment of Additional Amounts; Taxation” on page 47 of this Preliminary Prospectus, within three (3) 
days from the settlement date for such transfer.  
 
Secondary Trading of the Bonds 
 
The Issuer intends to list the Bonds in PDEx for secondary market trading or such other securities exchange as 
may be licensed as such by the SEC on which the trading of debt securities in significant volumes occurs. 
Secondary market trading in PDEx shall follow the applicable PDEx rules and conventions, among others, rules 
and conventions on trading and settlement. Upon listing of the Bonds with PDEx, investors shall course their 
secondary market trades through PDEx Brokering Participants for execution in the PDEx Public Market Trading 
Platform in accordance with PDEx Trading Rules, Conventions and Guidelines, and shall settle such trades on a 
Delivery versus Payment (DvP) basis in accordance with PDEx Settlement Rules and Guidelines. The PDEx rules 
and conventions are available in the PDEx website (www.pdex.com.ph). An Investor Frequently Ased 
Questions (FAQ) discussion on the secondary market trading, settlement, documentation and estimated fees 
are also available in the PDEx website. 
 

RANKING 
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The Bonds constitute direct, unconditional, unsecured and unsubordinated Peso denominated obligations of 
the Issuer and shall rank pari passu and rateably without any preference or priority amongst themselves and at 
least pari passu with all other present and future unsecured and unsubordinated obligations of the Issuer, 
other than (i) obligations preferred by the law, (ii) any obligationincurred by the Issuer pursuant to Section [•] 
of the Trust Agreement or as may be allowed by the Trust Agreement, and (iii) other Indebtedness or 
obligations disclosed by the Issuer tothe Trustee as of Issue.Date.The Bonds shall effectively be subordinated 
in right of payment to, among others, all of AbotizPower’s secured debts to the extent of the value of the 
assets securing such debt and all of its debt that is evidenced by a public instrument under Article 2244(14) of 
the Civil Code of the Philippines. 
 

INTEREST 
 
Interest Payment Dates  
 
The Series A Bonds bear interest on its principal amount from and including Issue Date at the rate of [•]% p.a., 
payable quarterly starting on [•] for the first interest payment date, and [•], [•], [•] and [•] of each year for 
each subsequent Interest Payment Date at which the Bonds are outstanding, or the subsequent Business Day, 
without adjustment, if such Interest Payment Date is not a Business Day. The last Interest Payment Date shall 
fall on the Maturity Date. 
 
The Series B Bonds bear interest on its principal amount from and including Issue Date at the rate of [•]% 
p.a.,payable quarterly starting on [•] for the first interest payment date, and [•], [•], [•] and [•] of each year 
for each subsequent Interest Payment Date at which the Bonds are outstanding, or the subsequent Business 
Day, without adjustment, if such Interest Payment Date is not a Business Day.  
 
Interest Accrual  
 
Each Bond shall cease to bear interest from and including the Maturity Date, as defined in the discussion on 
“Final Redemption” on page 46 of this Preliminary Prospectus, unless, upon due presentation, payment of the 
principal in respect of the Bond then outstanding is not made, is improperly withheld or refused, in which case 
the Penalty Interest (see “Penalty Interest”on page 51 of this Preliminary Prospectus) shall apply.  
 
Determination of Interest Amount 
 
The interest shall be calculated on the basis of a 360-day year consisting of 12 months of 30 days each and, in 
the case of an incomplete month, the number of days elapsed on the basis of a month of 30 days.  
 

REDEMPTION AND PURCHASE 
 
Final Redemption 
 
Unless previously purchased and cancelled, the Bonds shall be redeemed at par or 100% of face value on the 
respective Maturity Dates. However, payment of all amounts due on such date may be made by the Issuer 
through the Paying Agent, without adjustment, on the succeeding Business Day if the Maturity Date is not a 
Business Day.  
 
Optional Redemption 
 
The Issuer shall have the option, but not the obligation, to redeem in whole (and not in part), the outstanding 
Bonds on the following relevant dates. The amount payable to the Bondholders upon the exercise of the Early 
Redemption Option by the Issuer shall be calculated, based on the principal amount of Bonds being redeemed, 
as the sum of: (i) accrued interest computed from the last Interest Payment Date up to the relevant Early 
Redemption Option Date; and (ii) the product of the principal amount of the Bonds being redeemed and the 
Early Redemption Price in accordance with the following schedule: 
 

 Early Redemption Option Dates Early Redemption Price 
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Series A Bonds  5.25 years from Issue Date 101.00% 

6.00 years from Issue Date 100.50% 

   

 Early Redemption Option Dates Early Redemption Price 

Series B Bonds 7.00 years from Issue Date 102.50% 

 8.00 years from Issue Date 102.00% 

 9.00 years from Issue Date 101.50% 

 10.00 years from Issue Date 101.00% 

 11.00 years from Issue Date 100.50% 

 
The Issuer shall give not less than thirty (30) nor more than sixty (60) days prior written notice of its intention 
to redeem the Bonds, which notice shall be irrevocable and binding upon the Issuer to effect such early 
redemption of the Bonds on the Early Redemption Date stated in such notice. 
 
Redemption for Tax Reasons  
 
If payments under the Bonds become subject to additional or increased taxes other than the taxes and rates of 
such taxes prevailing on the Issue Date as a result of certain changes in law, rule or regulation, or in the 
interpretation thereof, and such additional or increased rate of such tax cannot be avoided by use of 
reasonable measures available to the Issuer, the Issuer may redeem the Bonds in whole, but not in part, on 
any Interest Payment Date (having given not more than 60 nor less than 30 days’ notice) at par plus accrued 
interest, subject to the requirements of applicable law. For avoidance of doubt, the Issuer shall not be liable 
for the payment of the additional or increased taxes, which shall be for the account of the Bondholders. 
 
Purchase 
 
The Issuer may at any time purchase any of the Bonds at any price in the open market or by tender or by 
contract at any price, without any obligation to purchase Bonds pro-rata from all Bondholders. 
 
Payments  
 
The principal of, interest on, and all other amounts payable on the Bonds shall be paid to the Bondholders by 
crediting of the settlement accounts designated by each of the Bondholders. The principal of, and interest on, 
the Bonds shall be payable in Philippine Pesos, net of final taxes and fees (if any). AboitizPower shall ensure 
that so long as any of the Bonds remains outstanding, there shall at all times be a Paying Agent for the 
purposes of the Bonds. AboitizPower may terminate the appointment of the Paying Agent, as provided in the 
Registry and Paying Agency Agreement. In the event the appointed office of any institution shall be unable or 
unwilling to continue to act as the Paying Agent, AboitizPower shall appoint the Makati City office of such 
other leading institution in the Philippines authorized to act in its place. The Paying Agent may not resign its 
duties or be removed without a successor having been appointed.  
 
Payment of Additional Amounts - Taxation 
 
Interest income on the Bonds is subject to a final withholding tax at rates of between twenty percent (20.0%) 
and thirty percent (30.0%) depending on the tax status of the relevant Bondholder under relevant law, 
regulation or tax treaty. Except for such final withholding tax and as otherwise provided, all payments of 
principal and interest are to be made free and clear of any deductions or withholding for or on account of any 
present or future taxes or duties imposed by or on behalf of Republic of the Philippines, including, but not 
limited to, issue, registration or any similar tax or other taxes and duties, including interest and penalties, if 
any. If such taxes or duties are imposed, the same shall be for the account of the Issuer; provided 
howeverthat, the Issuer shall not be liable for the following: 
 



 

 48 

(a) The applicable final withholding tax applicable on interest earned on the Bonds prescribed under 
the Tax Code, as amended and its implementing rules and regulations as maybe in effect from 
time to time. An investor who is exempt from the aforesaid withholding tax, or is subject to a 
preferential withholding tax rate shall be required to submit the following requirements to the 
Registrar, subject to acceptance by the Issuer as being sufficient in form and substance:  (i) 
certified true copy of the current, valid and subsisting tax exemption certificate, ruling or opinion 
issued by the BIR confirming the exemption or preferential rate; (ii) a duly notarized undertaking, 
in the prescribed form, declaring and warranting its tax exempt status or preferential rate 
entitlement, undertaking to immediately notify the Issuer of any suspension or revocation of the 
tax exemption certificates or preferential rate entitlement, and agreeing to indemnify and hold 
the Issuer and the Registrar free and harmless against any tax assessments, claims, actions, suits, 
and liabilities resulting from the non-withholding of the required tax; and (iii) such other 
documentary requirements as may be required under the applicable regulations of the relevant 
taxing or other authorities which for purposes of claiming tax treaty withholding rate benefits, 
shall include evidence of the applicability of a tax treaty, such as proof of filing of a tax treaty 
relief application with the BIR ITAD prior to the first taxable event, and consularized proof of the 
Bondholder’s legal domicile in the relevant treaty state, and confirmation acceptable to the 
Issuer that the Bondholder is not doing business in the Philippines; provided further that, all sums 
payable by the Issuer to tax exempt entities shall be paid in full without deductions for taxes, 
duties assessments or government charges subject to the submission by the Bondholder claiming 
the benefit of any exemption of reasonable evidence of such exemption to the Registrar, as are 
acceptable to the Issuer; 

 
(b) Gross Receipts Tax under Section 121 of the Tax Code;  

 
(c) Taxes on the overall income of any securities dealer or Bondholder, whether or not subject to 

withholding; and  
 

(d) Value Added Tax (“VAT”) under Sections 106 to 108 of the Tax Code, and as amended by RA No. 
9337. Documentary stamp tax for the primary issue of the Bonds and the execution of the Bond 
Agreements, if any, shall be for the Issuer’s account. 

 

FINANCIAL RATIOS 
 
The Issuer shall not permit its Net Debt to Consolidated Equity Ratio to exceed 3:1 calculated based on the 
Issuer’s year-end audited financial statements. 
 

EVENTS OF DEFAULT 
 
Each of the following events constitutes an Event of Default. 
 

(a) Payment Default. The Issuer fails to pay when due and payable any amount of principal which 
the Issuer is obligated to pay the Bondholders under the Trust Agreement and the Bonds, 
provided that such non-payment shall not constitute an Event of Default if it is solely due to an 
administrative or technical error not attributable to Issuer’s fault or negligence affecting the 
transfer of funds despite timely payment instruction having been given by the Issuer and such 
payment is made two (2) Banking Days after its due date. 
 
The Issuer fails to pay when due and payable any amount of interest on any of the Bonds within 
14 days from the due date for payment. 
 

(b) Representation Default. Except for clerical or typographical error, any representation or 
warranty made by the Issuer in the Trust Agreement or in any certification, financial statement or 
document issued pursuant thereto or otherwise in connection therewith shall prove to have been 
untrue, incorrect or misleading in any material respect as of the time it was made or deemed to 
have been made or is violated or not complied with, and such breach or violation, is not 
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remediable or if remediable, continues unremedied for a period of fifteen (15) days from date 
after receipt of written notice from the Bondholders to that effect, unless such longer period is 
approved by the Majority Bondholders. 
 

(c) Other Provisions Default.  The Issuer fails to perform or comply with any term, obligation or 
covenant contained in this Agreement or in any other document or instruments related or 
otherwise in connection therewith and any such failure, violation, non-compliance is not 
remediable or if remediable, continues unremedied for a period of ninety (90) days for financial 
covenants and sixty (60) days for all other covenants from the date after written notice thereof 
shall have been given by any of the Bondholders; Provided, however, that for the avoidance of 
doubt, no grace period shall apply to the Events of Default specified in [•] (Cross-Default), [•] 
(Insolvency Default), [•] (Closure Default) and [•] (Judgment Default). 

 
(d) Cross-Default.The Issuer violates any other material obligation by the Issuer with any bank, 

financial institution or other person, corporation or entity for the payment of borrowed money 
which constitutes an event of default under said contract, or in general, violation of any, law or 
regulation which violation, if remediable, is not remedied by the Issuer within thirty (30) Banking 
Days from receipt of notice by the Trustee to the Issuer, or which violation is otherwise not 
contested by the Issuer, and the effect of such violation results in the acceleration or declaration 
of the whole financial obligation to be due and payable prior to the stated normal date of 
maturity; and which violation will, further, in the reasonable opinion of the Trustee, adversely 
and materially affect the performance by the Issuer of its obligations under this Agreement and 
the Bonds. Provided, however, that no event of default will occur under this paragraph unless the 
aggregate amount of indebtedness in respect of which one or more of the events above 
mentioned has/have occurred equals or exceeds One Billion Five Hundred Million Pesos 
(PhP1,500,000,000.00) or its foreign currency equivalent. 

 
(e) Insolvency Default. The Issuer becomes insolvent or is unable to pay its debts when due or 

commits or permits any act of bankruptcy, which act shall include: (i) the filing of a petition in any 
bankruptcy, reorganization, winding up or liquidation of the Issuer, or any other proceeding 
analogous in purpose and effect: Provided, however, that in case the foregoing petition is filed by 
any other party, other than the Issuer, such event shall be considered a declared Event of Default 
only upon the issuance of a final order by the court of competent authority; (ii) the admission in 
writing by the Issuer of its inability to pay its debts; (iii) the entry of any final order or judgment 
of any court, tribunal or administrative agency or body confirming the bankruptcy or insolvency 
of the Issuer or approving any reorganization, winding up or liquidation of the Issuer; or (iv) the 
appointment of a receiver, liquidator, assignee, trustee, or sequestrator of the Issuer, or a 
substantial part of its property or assets or a substantial part of its capital stock or to assume 
custody or control of the Issuer, or the ordering of its dissolution, winding-up or liquidation of its 
affairs. 

 
(f) Closure Default.The Issuer voluntarily suspends or ceases operations of a substantial portion of 

its business for a continuous period of thirty (30) calendar days except in the case of strikes or 
lockouts or when necessary to prevent business losses or when due to fortuitous events or force 
majeure. 

 
(g) Expropriation Default. Any Government Authority or any competent authority condemns, seizes, 

or expropriates all or substantially all of the assets or properties of the Issuer, unless such act is 
contested in good faith by the Issuer or unless such act is suspended or restrained by an order of 
a court of competent jurisdiction. 

 
(h) Judgment Default. Any final judgment, decree or arbitral award for the sum of money, damages 

or for a fine or penalty in excess of in excess of 20% of the Issuer‘s Total Consolidated Assets or 
its equivalent in any other currency is entered against the Issuer and the enforcement of which is 
not stayed, and is not paid, discharged or duly bonded within sixty (60) calendar days after the 
date when payment of such final judgment, decree or arbitral award is due under the applicable 
law or agreement. 
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(i) Writ and Similar Process Default. Any writ, warrant of attachment or execution, or similar 

process shall be issued or levied against all or substantially all of the Issuer's assets, and such writ, 
warrant, or similar process shall not be released, vacated, or fully bonded within sixty (60) days 
after its issue or levy. 

 

CONSEQUENCES OF DEFAULT 
 
Declaration  
 

(a) If any one or more of the Events of Default shall occur and be continuing, either the Trustee, 
upon the written direction of the Bondholders holding at least two-thirds (2/3) of the outstanding 
amount of the Bonds, by notice in writing delivered to the Issuer, or the Majority Bondholders, by 
notice in writing delivered to the Issuer and the Trustee, may declare the principal of the Bonds 
then outstanding, including all interest accrued and unpaid thereon and all amounts due 
thereunder, to be due and payable immediately, anything contained in the Trust Agreement or in 
the Bonds to the contrary notwithstanding. 
 

(b) The provision in (a) above, however, is subject to the condition that except in the case of a Writ 
and Similar Process Default, the Majority Bondholders, by written notice to the Issuer and to the 
Trustee, may rescind and annul such declaration made by the Trustee pursuant to a consequence 
of default and its consequences, upon such terms, conditions and agreements, if any, as they 
may determine including, in connection with a Cross Default, the fact that the non-payment of 
the obligation is contested in good faith by the Issuer; provided, that, no such rescission and 
annulment shall extend to or shall affect any subsequent default or shall impair any right 
consequent thereto.  Any such waiver shall be conclusive and binding upon all the Bondholders 
and upon all future holders and owners of such Bonds, or of any Bond issued in lieu thereof or in 
exchange therefor, irrespective of whether or not notation of such waiver is made upon the 
Bonds. 

 
(c) At any time after an Event of Default shall have occurred, the Trustee may: 

 
(i) by notice in writing to the Issuer, the Paying Agent and the Registrar, require the Paying 

Agent and Registrar to: 
 

 act thereafter as agents of the Bondholders represented by the Trustee on 
the terms provided in the Registry and Paying Agency Agreement (with 
consequential amendments as necessary and save that the Trustee’s liability 
under the provisions thereof for the indemnification, remuneration and 
payment of out-of-pocket expenses of the Paying Agent and the Registrar 
shall be limited to amounts for the time being held by the Trustee on the 
trusts of the Trust Agreement in relation to the Bonds and available to the 
Trustee for such purpose) and thereafter to hold all sums, documents and 
records held by them in respect of the Bonds on behalf of the Trustee; and/or 
 

 deliver all evidence of the Bonds and all sums, documents and records held 
by them in respect of the Bonds to the Trustee or as the Trustee shall direct 
in such notice; provided, that, such notice shall be deemed not to apply to 
any document or record which the Paying Agent or Registrar is not obliged to 
release by any law or regulation; and  

 
(ii) (by notice in writing to the Issuer, require the Issuer to make all subsequent payments in 

respect of the Bonds to the order of the Trustee and with effect from the issue of any 
such notice until such notice is withdrawn.  
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Notice of Default 
 
The Trustee shall, within five (5) days after the occurrence of an Event of Default give to the Bondholders 
written notice of any such Event of Default known to it unless the same shall have been cured before the 
giving of such notice; provided, that, in the case of a Payment Default under paragraph (a) of Events of Default, 
the Trustee shall immediately notify the Bondholders upon the occurrence of such Payment Default.  The 
existence of a written notice required to be given to the Bondholders under this Section shall be published in 
two (2) newspapers of general circulation in Metro Manila, Philippines for two (2) consecutive days, indicating 
in the published notice that the Bondholders or their duly authorized representatives may obtain an important 
notice regarding the Bonds at the principal office of the Trustee as indicated in the Trust Agreement upon 
presentation of sufficient and acceptable identification to the Trustee.    
 
Penalty Interest 
 
In case any amount payable by the Issuer under the Bonds, whether for principal, interest, fees due to the 
Trustee, Registrar or Paying Agent or otherwise, is not paid on due date, the Issuer shall, without prejudice to 
its obligations to pay the said principal, interest and other amounts, pay penalty fee on the defaulted 
amount(s) at the rate of two percent (2.0%) per annum (the “Penalty Interest”) from the time the amount fell 
due until it is fully paid. 
 
Payments in the Event of Default   
 
The Issuer covenants that upon the occurrence of any Event of Default, the Issuer will pay to the Bondholders, 
through the Paying Agent, the whole amount which shall then have become due and payable on all such 
outstanding Bonds with interest at the rate borne by the Bonds on the overdue principal and with Penalty 
Interest, where applicable, and in addition thereto the Issuer will pay to the Trustee such further amounts as 
shall be determined by the Trustee to be sufficient to cover the cost and expenses of collection, including 
reasonable compensation to the Trustee, its agents, attorneys and counsel, and any reasonable expenses or 
liabilities incurred without negligence or bad faith by the Trustee hereunder. 
 
Upon the occurrence of an Event of Default and in accordance with the requirements of the Trust Agreement, 
the Bondholders shall have the right, but not the obligation, to require the Issuer to redeem the Bonds in full, 
by payment of the amounts stated above, plus the principal amount, by delivery of the relevant evidence of 
the Bonds to the Trustee. 
 
Application of Payments 
 
Any money collected by the Trustee under this Section and any other funds held by it, subject to any other 
provision of the Trust Agreement relating to the disposition of such money and funds, shall be applied by the 
Trustee in the order of preference as follows: 
 

First: To the payment of the costs, expenses, fees and other charges of collection, including 
reasonable compensation to the Trustee, Paying Agent, Registrar, and each such person’s agents, 
attorneys and counsel, and all reasonable expenses and liabilities incurred or disbursement made by 
the Trustee, Paying Agent and Registrar without negligence or bad faith. 
 
Second:  To the payment of Penalty Interest. 
 
Third:  To the payment of the interest, in the order of the maturity of such interest. 
 
Fourth:  To the payment of the principal amount of the outstanding Bonds due and payable.  
 
Fifth:  The remainder, if any, shall be paid to the Issuer, its successors or assigns, or to whosoever may 
be lawfully entitled to receive the same, or as a court of competent jurisdiction may direct. 
 
Except for any interest and principal payments, all disbursements of the Paying Agent in relation to 
the Bonds shall require the conformity of the Trustee. 
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Remedies 
 
All remedies conferred by the Trust Agreement to the Trustee and the Bondholders shall be cumulative and 
not exclusive and shall not be so construed as to deprive the Trustee or the Bondholders of any legal remedy 
by judicial or extrajudicial proceedings appropriate to enforce the conditions and covenants of in the Trust 
Agreement. 
 
No delay or omission by the Trustee or by any Bondholder to exercise any right or power arising from or on 
account of any default hereunder shall impair any such right or power, or shall be construed to be a waiver of 
any such default or an acquiescence thereto, and every power and remedy given in the Trust Agreement to 
the Trustee or to the Bondholder may be exercised from time to time and as often as may be necessary or 
expedient. 
 
Ability to File Suit 
 
No Bondholder shall have any right by virtue or by availing of any provision of the Trust Agreement to institute 
any suit, action or proceeding for the collection of any sum due from the Issuer hereunder on account of 
principal or interest, or for the appointment of a receiver or trustee, or for any other remedy hereunder, 
unless (1) such holder previously shall have given to the Trustee written notice of default and of the 
continuance thereof and the related request for the Trustee to convene a meeting of the Bondholders to take 
up matters related to their rights and interests under the Bonds, and (2) the Majority Bondholders shall have 
decided and made a written request upon the Trustee to institute such suit, action or proceeding in its own 
name, and (3) the Trustee for sixty (60) days after receipt of such notice and request shall have neglected or 
refused to institute any such suit, action or proceeding, and (4) no directions inconsistent with such written 
request or waiver of default by the Bondholders pursuant to the succeeding section shall have been made, it 
being understood and intended, and being expressly covenanted by every Bondholder with every other 
Bondholder and the Trustee, that no one or more Bondholder shall have any right in any manner whatsoever 
by virtue of or by availing of any provision of the Trust Agreement to affect, disturb or prejudice the rights of 
the holders of any other such Bonds or to obtain or seek to obtain priority over or preference to any other 
such holder or to enforce any right under the Trust Agreement, except in  the manner herein provided and for 
the equal, ratable and common benefit of all Bondholders.  For the protection and enforcement of the 
provisions of this Section, each and every Bondholder and the Trustee shall be entitled to such relief as can be 
given under the law. 
 
Waiver of Default by Bondholders 
 
The Majority Bondholders may direct the time, method and place of conducting any proceeding for any 
remedy available to the Trustee or exercising any trust or power conferred upon the Trustee, or the Majority 
Bondholders may decide for and in behalf of the Bondholders to waive any past default except the Events of 
Default specified in paragraphs (a), (b), (e), (f), (h) and (i) and its consequences.  In case of any such waiver, the 
Issuer, the Trustee and the Bondholders shall be restored to their former positions and rights hereunder, but 
no such waiver shall extend to any subsequent or other default or impair any right consequent thereto.  Any 
such waiver by the Majority Bondholders shall be conclusive and binding upon all Bondholders and upon all 
future holders and owners thereof, irrespective of whether or not any notation of such waiver is made upon 
the certificate representing the Bonds. 
 

MEETINGS OF BONDHOLDERS 
 
Meetings  
 
A meeting of Bondholders may be called at any time and from time to time pursuant to the provisions of this 
Section for the purpose of taking any action authorized to be taken by or on behalf of the holders of any 
specified aggregate principal amount of Bonds under any other provisions of the Trust Agreement or under 
applicable law and such other matters related to the rights and interests of the Bondholders under the Bonds.  
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Notice of Meetings 
 
The Trustee may at any time call a meeting of the Bondholders, or the holders of at least twenty-five percent 
(25%) of the aggregate outstanding principal amount of Bonds may direct the Trustee to call a meeting of the 
Bondholders, to take any action specified in herein, to be held at such time and at such place as the Trustee 
shall determine.   Notice of every meeting of Bondholders, setting forth the time and the place of such 
meeting and the purpose of such meeting in reasonable detail, shall be sent by the Trustee to the Issuer and to 
each of the registered Bondholders and published in two (2) newspapers of general circulation in Metro 
Manila, Philippines not earlier than forty-five (45) days nor later than fifteen (15) days prior to the date fixed 
for the meeting.  All reasonable costs and expenses incurred by the Trustee for the proper dissemination of 
the notices for the requested meeting shall be reimbursed by the Issuer within ten (10) days from receipt of 
the duly supported statement of account. 
 
Failure of Trustee to Call a Meeting  
 
In case at any time the Issuer, pursuant to a resolution of its board of directors, or the holders of at least 
twenty-five percent (25%) of the aggregate outstanding principal amount of the Bonds shall have requested 
the Trustee to call a meeting of the Bondholders by written request setting forth in reasonable detail the 
purpose of the meeting, and the Trustee shall not have mailed and published, the notice of such meeting 
within twenty (20) days after receipt of such request, then the Issuer or the holders of Bonds in the amount 
above specified may determine the time and place for such meeting and may call such meeting by mailing and 
publishing notice thereof, and the costs thereof shall be chargeable to the Trustee. 
 
Quorum 
 
The presence of the Majority Bondholders personally or by proxy shall be necessary to constitute a quorum to 
do business at any meeting of the Bondholders.  
 
Procedure for Meetings 
 
The Trustee shall preside at all the meetings of the Bondholders unless the meeting shall have been called by 
the Issuer or by the Bondholders, in which case the Issuer or the Bondholders calling the meeting, as the case 
may be, shall move for the election of the chairman and secretary of the meeting from among the 
Bondholders then present or represented during the meeting.    

 
Any meeting of the Bondholders duly called pursuant to the provisions of this Section may be adjourned from 
time to time for a period or periods not to exceed in the aggregate one (1) year from the date for which the 
meeting shall originally have been called, and the meeting so adjourned may be held on another date without 
further notice.  Any such adjournment may be ordered by persons representing a majority of the aggregate 
principal amount of the Bonds represented at the meeting and entitled to vote, whether or not a quorum shall 
be present at the meeting. 
 
Voting Rights 
 
To be entitled to vote at any meeting of the Bondholders, a person shall be a registered holder of the Bonds or 
a person appointed by an instrument in writing as proxy by any such holder as of the date of such meeting.  
The only persons who shall be entitled to be present or to speak at any meeting of the Bondholders shall be 
the persons entitled to vote at such meeting and any representative of the Issuer and its legal counsel.    
 
Voting Requirement 
 
All matters presented for resolution by the Bondholders in a meeting duly called for the purpose shall be 
decided or approved by the affirmative vote of the majority of the Bondholders present or represented in a 
meeting at which there is a quorum, except as otherwise provided in the Trust Agreement.  
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Any resolution of the Bondholders which has been duly approved with the required number of votes of the 
Bondholders as herein provided shall be binding upon all the Bondholders and the Trustee as if the votes were 
unanimous.  
 
Role of the Trustee in Meetings of Bondholders 
 
Notwithstanding any other provisions of the Trust Agreement, the Trustee may make such reasonable 
regulations as it may deem advisable for any meeting of the Bondholders, in regard to proof of ownership of 
Bonds, the appointment of proxies by registered holders of Bonds, the election of the chairman and the 
secretary, the appointment and duties of inspectors of votes, the submission and examination of proxies, 
certificates and other evidences of the right to vote, and such other matters concerning the conduct of the 
meeting as it shall deem fit.   
 
Evidence Supporting Bondholders' Action 
 
Wherever in the Trust Agreement it is provided that the holders of a specified percentage of the aggregate 
outstanding principal amount of Bonds may take any action (including the making of any demand or request, 
the giving of any notice or consent, or the taking of any other action), the fact that at the time of taking any 
such action the holders of such specified percentage have joined therein may be evidenced by:  (i) any 
instrument executed by the Bondholders in person or by the agent or proxy appointed in writing; (ii) the duly 
authenticated record of voting in favor thereof at the meeting of the Bondholders duly called and held in 
accordance herewith; or (iii) a combination of such instruments and any such record of meeting of the 
Bondholders. 
 
Duties and Responsibilities of the Trustee  
 
The Trustee shall act as trustee for and in behalf of the Bondholders and as such shall, in accordance with the 
terms and conditions of the Trust Agreement, monitor the compliance or non-compliance by the Issuer with all 
its representations and warranties, and the Issuer’s observance of all its covenants and performance of all its 
obligations, under and pursuant to the Trust Agreement.  The Trustee shall observe due diligence in the 
performance of its duties and obligations under the Trust Agreement.  For the avoidance of doubt, 
notwithstanding any actions that the Trustee may take, the Trustee shall remain to be the party responsible to 
the Bondholders, and to whom the Bondholders shall communicate with in respect to any matters to be taken 
up with the Issuer. 
 
The Trustee shall have custody of and hold in its name, for and in behalf of the Bondholders, the Master 
Certificates of Indebtedness for the total issuance of the Bonds. 
 
The Trustee shall promptly and faithfully carry out the instructions or decisions of the Majority Bondholders 
issued or reached in accordance with the Trust Agreement. 
 
The Trustee shall, from time to time, request the Issuer to submit such certification of its officers, reports of its 
external auditors, and other documents relating to the Issuer’s ability to comply with its obligations under the 
Bonds and the Trust Agreement, as well as to examine such records of the Issuer as may be related to the 
Issuer’s obligations under the Bonds and the Trust Agreement.   
 
The request shall be reasonable, made not less than seventy-hours (72) hours prior to the intended date of 
examination and shall be in writing to the Issuer which shall include, in reasonable detail, the purpose for such 
request and the intended use of the requested documents or information.  The Issuer may require the Trustee, 
its directors, officers, employees, representatives, agents, partners, consultants and advisors to hold in 
confidence such documents and information furnished to the Trustee pursuant to said request or to limit the 
use thereof for the purpose intended as stated in the request, provided such limitation shall not apply if in 
conflict with the duties and responsibilities of the Trustee under any provision of the Trust Agreement. 
 
The Trustee shall, prior to the occurrence of an Event of Default or after the curing of all such defaults which 
may have occurred, perform only such duties as are specifically set forth in the Trust Agreement.  In case of 
default, the Trustee shall exercise such rights and powers vested in it by the Trust Agreement, and use the 
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same degree of care and skill in their exercise, as a prudent man would exercise or use under the 
circumstances in the conduct of his own affairs under similar circumstances. 
 
The Trustee shall inform the Bondholders of any event which has a Material Adverse Effect on the ability of the 
Issuer to comply with its obligations to the Bondholders, breach of representations and warranties, and Events 
of Default within a reasonable period from the time that the Trustee learns of such events. 

 
The Trustee shall perform such other powers and functions as provided for elsewhere under the Trust 
Agreement. 
 
Supplemental Agreements 
 
With the consent of the Majority Bondholders, the Issuer, when authorized by a resolution of its board of 
directors, and the Trustee may, from time to time and at any time, enter into an agreement or agreements 
supplemental hereto for the purpose of adding any provision to or changing in any manner or eliminating any 
of the provisions of the Trust Agreement; provided, however, that no such supplemental agreement shall -  
 

(a) Without the consent of each Bondholder affected thereby: 
 

(i) extend the fixed maturity of the Bonds, or  
 

(ii) reduce the principal amount of the Bonds, or 
 

(iii) reduce the rate or extend the time of payment of interest and principal thereon; 
 

(b) Affect the rights of some of the Bondholders without similarly affecting the rights of all the 
Bondholders; or 

 
(c) Reduce the percentage required to be obtained of the Bondholders to consent to or approve any 

supplemental agreement or any waiver provided for in the Trust Agreement without the consent 
of all the Bondholders. 

 
It shall not be necessary to obtain the consent of the Bondholders under this Section for the purpose of 
approving the particular form of any proposed supplemental agreement but such consent shall be necessary 
for the purpose of approving the substance thereof. 
 
Any consent given pursuant to this Section shall be conclusive and binding upon all Bondholders and upon all 
future holders and owners thereof or of any Bonds issued in lieu thereof or in exchange therefor, irrespective 
of whether or not any notation of such consent is made upon the Bonds. 
 
Promptly after the execution by the Issuer and the Trustee of any supplemental agreement pursuant to the 
provisions of this Section, the Issuer shall send a notice to the Bondholders setting forth in general terms the 
substance of such supplemental agreement.   Any failure of the Issuer to send such notice or any defect 
therein shall not, however, in any way impair or affect the validity of any supplemental agreement. 
 

MISCELLANEOUS PROVISIONS 
 
Notice 
 
Any notice or demand authorized by the Trust Agreement to be given to the Issuer and the Trustee shall be 
sufficiently given for all purposes hereof, if delivered or mailed at their respective addresses mentioned herein 
or at such address designated by them subsequently in writing. 
 
Notices to the Bondholders shall be sent to their mailing address as set forth in the Registry Book.  Except 
where a specific mode of notification is provided for herein, notices to Bondholders shall be sufficient when 
made in writing and transmitted in any of the following modes: (i) registered mail; (ii) surface mail; (iii) 
electronic mail to the email address designated by the Bondholder in the Application to Purchase (iv) by one-
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time publication in a newspaper of general circulation in the Philippines; or (iv) personal delivery to the 
address of record in the Registry Book.  The Trustee shall rely on the Registry Book provided by the Registrar, 
in determining the Bondholders entitled to notice.   

 
All notices shall be deemed to have been received (i) ten (10) days from posting if transmitted by registered 
mail; (ii) fifteen (15) days from mailing, if transmitted by surface mail; (iii) on the date of publication, or (iv) on 
the date of delivery, for personal delivery or electronic mail, as the case may be. 
 
Binding and Conclusive Nature 
 
All notifications, opinion, determinations, certificates, calculations, quotations and decisions given, expressed, 
made or obtained by the Trustee for the purposes of the provisions of the Trust Agreement, shall (in the 
absence of willful default, bad faith or manifest error) be binding on the Issuer, and all Bondholders and (in the 
absence of willful default, bad faith or manifest error) no liability to the Issuer, the Registrar, the Paying Agent 
or the Bondholders shall attach to the Trustee in connection with the exercise or non-exercise by it of its 
powers, duties and discretions under the Trust Agreement. 
 
Dispute Settlement 
 
In case any dispute shall arise between the Issuer, the Trustee or any of the Bondholders in respect of the 
Trust Agreement, or other related agreements or arrangements, the Issuer, the Trustee or any of the 
Bondholders shall attempt to resolve the same amicably by agreement which shall be in writing.  However, if 
no such agreement is concluded within thirty (30) Banking Days from the time the dispute arose, or such 
period as may be reasonable under the circumstances, the parties may have recourse to the usual judicial 
action obtaining under the circumstances.    
 
No Right to Set-Off 
 
The Trustee shall have no right to apply funds or money of the Issuer on deposit with or in the custody of the 
Trustee or any of its branches, subsidiaries, or affiliates on reduction of amounts past due under the Trust 
Agreement. 
 
Governing Law 
 
The Bonds issued hereunder shall be governed by, and construed and interpreted in accordance with, the laws 
of the Republic of the Philippines. 
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THE COMPANY 
 

CORPORATE HISTORY AND STRUCTURE 
 
The Company is a publicly listed holding company that, through its Subsidiaries and Affiliates, is a leader in the 
Philippine power industry and has interests in a number of privately-owned generation companies and 
distribution utilities.  The Company’s controlling shareholder, AEV, is a diversified conglomerate that is listed 
on the PSE and has interests in power generation, power distribution, financial services, food manufacturing 
and real estate. This relationship allows the Company to draw on the extensive business networks, local 
business knowledge, relationships and expertise of AEV’s and the Aboitiz Group’s senior managers to identify 
growth opportunities at an early stage and to capitalize on such opportunities more decisively. 
 
The Company has accumulated interests in a portfolio of generating plants using renewable and non-
renewable sources.  As of the first quarter of 2014, the Generation Companies have attributable net sellable 
capacity of 2,236 MW which it sells to various offtakers. 
 
The table below summarizes the Company’s power generation companies and key information as of March 31, 
2014: 
 

Plant Name Net Sellable 
capacity (MW) 

% 
ownership 

Attributable 
capacity 

(MW) 

Mgmt. co. Offtaker 

Magat 360 50 180 SNAP Magat WESM / Co-op’s / NGCP 

Ambuklao 105 50 52.5 SNAP Benguet WESM 

Binga 125.8 50 62.9 SNAP Benguet WESM / NGCP 

Benguet 1-10 37.5 100 37.5 HEDCOR NPC (2018) / BOO/ 
Bilaterals 

Davao 1-5 4.5 100 4.5 HEDCOR Davao Light 

Bakun 70 100 70 Luzon Hydro NPC(2026) / BOT 

Sibulan 49 100 49 Hedcor Sibulan Davao Light 

Tudaya 7 100 7 Hedcor Tudaya DASURECO 

 

Tiwi 390 100 390 AP Renewables WESM / Bilaterals 

Makban 

 

Pagbilao 700 100 700 Therma Luzon IPPA / Bilaterals / WESM 

Toledo 216 26 56 CEDC Bilaterals 

Mindanao 210 34 71.4 STEAG State 
Power 

NPC (2031) / BOT 
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Plant Name Net Sellable 
capacity (MW) 

% 
ownership 

Attributable 
capacity 

(MW) 

Mgmt. co. Offtaker 

Cebu 66 60 39.6 Cebu Private 
Power 

VECO 

Mactan 43 50 21.5 East Asia Utilities MEPZ I / WESM 

Zamboanga 100 20 120 WMPC NPC (2015) /BOO 

General Santos 55 20 11 SPPC NPC (2016) /BOO 

Agusan del 
Norte 

96 100 96 Therma Marine Bilaterals 

Davao del Norte 96 100 96 Therma Marine Bilaterals 

Navotas 225 100 225 Therma Mobile Bilaterals 

Davao 38 100 38 Davao Light Davao Light 

Cotabato 6.5 100 6.5 Cotabato Light Cotabato Light 

 

 3,001  2,236   

 

 
The Company owns interests in several distribution utilities in Luzon, Visayas and Mindanao, including VECO 
and Davao Light, which are respectively the second and third largest privately-owned distribution utilities in 
the Philippines in terms of both customers and annual GWh sales. The Company also owns interests in 
Cotabato Light, SEZ, SFELAPCO, MEZ and BEZ. For 2013, the Distribution Companies sold a total attributable 
energy of 3,142 GWh and for the period ending March 31, 2014 sold 1,000 GWh. As of the first quarter of 
2014, the Distribution Companies are serving approximately 828,885 customers.  
 
AboitizPower’s interests, direct and indirect, in the Group’s distribution units, as well as their franchise 
periods, are shown in the table below: 
 

Power Utility AboitizPower 
% Ownership 

Franchise Expiry 

VECO  55.25 2030 

Davao Light  100 2025 

SFELAPCO  20.29 (Direct) 
23.49 (Indirect) 

2035 

Cotabato Light  99.94 2014 

SEZ  65 (Direct) 

35 (Indirect) 

2028 

MEZ  100 zone life 
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Power Utility AboitizPower 
% Ownership 

Franchise Expiry 

BEZ  100 zone life 

 
MEZ and BEZ, which operate the power distribution utilities in MEPZ II and the WCIP, respectively, are duly 
registered with PEZA as Ecozone Utilities Enterprises. Cotabato Light is working on the renewal of its legislative 
franchise which is currently undergoing the normal processes in the Philippine Congress. 
 
History 
 
Incorporated in 1998, AboitizPower is a publicly-listed holding company. AEV owns 76.88% of the outstanding 
capital stock of AboitizPower as of March 31, 2014. 
 
The Aboitiz Group’s involvement in the power industry began when members of the Aboitiz family acquired 
20% ownership interest in VECO in the early 1900s. The Aboitiz Group’s direct and active involvement in the 
power distribution industry can be traced to the 1930s when Aboitiz & Company, Inc. (ACO) acquired Ormoc 
Electric Light Company and its accompanying ice plant, Jolo Power Company and Cotabato Light. In July 1946, 
the Aboitiz Group strengthened its position in power distribution in Southern Philippines when it acquired 
Davao Light, which is now the third largest privately-owned electric utility in the Philippines in terms of 
customers and annual GWh sales. 
 
In December 1978, ACO divested its ownership interests in Ormoc Electric Light Company and Jolo Power 
Company to allow these companies to be converted into electric cooperatives, which was the policy being 
promoted by the government of then-President Ferdinand Marcos. ACO sold these two companies and scaled 
down its participation in the power distribution business in order to focus on the more lucrative franchises 
held by Cotabato Light, Davao Light and VECO. 
 
In response to the Philippines’ pressing need for adequate power supply, the Aboitiz Group became involved 
in power generation, becoming a pioneer and industry leader in hydroelectric energy. In 1978, the Aboitiz 
Group incorporated Hydro Electric Development Corporation (HEDC). HEDC carried out feasibility studies 
(including hydrological and geological studies) and hydroelectric power installation and maintenance and also 
developed hydroelectric projects in and around Davao City. On June 26, 1990, the Aboitiz Group also 
incorporated Northern Mini-Hydro Corporation (now Cleanergy, Inc.) which focused on the development of 
mini-hydroelectric projects in Benguet province in northern Luzon. By 1990, HEDC and Cleanergy had 
commissioned and were operating 14 plants with a combined installed capacity of 36 MW. In 1996, the Aboitiz 
Group led the consortium that entered into a build-operate-transfer (BOT) agreement with the NPC to develop 
and operate the 70-MW Bakun AC hydroelectric plant in Ilocos Sur. 
 
AboitizPower was incorporated on February 13, 1998 as a holding company for the Aboitiz Group’s 
investments in power generation and distribution. However, in order to prepare for growth in the power 
generation industry, AboitizPower was repositioned in the third quarter of 2003 as a holding company that 
owned power generation assets only.  The divestment by AboitizPower of its power distribution assets was 
achieved through a property dividend declaration in the form of AboitizPower’s ownership interests in the 
different power distribution companies. The property dividend declaration effectively transferred direct 
control over the Aboitiz Group’s power distribution business to AEV. Further, in 2005 AboitizPower 
consolidated its investments in mini-hydroelectric plants in a single company by transferring all of HEDC’s and 
Cleanergy’s mini-hydroelectric assets into Hedcor, Inc. (Hedcor). 
 
In December 2006, the Company and its partner, SN Power of Norway, through SNAP-Magat submitted the 
highest bid for the 360-MW Magat hydroelectric plant auctioned by PSALM. The price offered was USD530 
mn. PSALM turned over possession and control of the Magat Plant to SNAP-Magat on April 26, 2007. 
 
In a share swap agreement with AEV on January 20, 2007, AboitizPower issued a total of 2,889,320,292 of its 
common shares in exchange for AEV’s ownership interests in the following distribution companies, as follows: 
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 An effective 55% equity interest in VECO, which is the second largest privately-owned distribution 
utility in the Philippines in terms of customers and annual GWh sales and is the largest distribution 
utility in the Visayas region; 

 100% equity interest in each of Davao Light and Cotabato Light. Davao Light is the third largest 
privatelyowned distribution utility in the Philippines in terms of customers and annual GWh sales; 

 An effective 64% ownership interest in SEZ, which manages the PDS of the SBMA; and 

 An effective 44% ownership interest in SFELAPCO, which holds the franchise to distribute electricity in 
the city of San Fernando, Pampanga, in Central Luzon and itssurrounding areas. 

 
In February 2007, the Company, through its wholly-owned Subsidiary, Therma Power, Inc. (TPI), entered into a 
memorandum of agreement with Taiwan Cogeneration International Corporation (TCIC) to collaborate in the 
building and operation of an independent coal-fired power plant in the Subic Bay Freeport Zone (SBFZ). In May 
2007, Redondo Peninsula Energy, Inc. (RP Energy) was incorporated as the project company that will 
undertake the Subic Coal Project. In June 2011, TPI entered into a Shareholders’ Agreement with TCIC and 
Meralco PowerGen Corporation (MPGC) to formalize MPGC’s participation in the Subic Coal Project. On July 
22, 2011, MPGC acquired a majority interest in RP Energy through a Share Purchase Agreement (SPA) with 
TCIC and TPI. MPGC took the controlling interest in RP Energy, while TCIC and TPI maintained the remaining 
stake equally. 
 
On April 20, 2007, the Company acquired 50% of the outstanding capital stock of EAUC from El Paso 
Philippines. EAUC operates a Bunker C-fired plant with a capacity of 50 MW within the MEPZ I in Mactan 
Island, Cebu. On the same date, the Company also acquired from EAUC 60% of the outstanding common 
shares of CPPC.  CPPC operates a 70-MW Bunker C-fired plant in Cebu City.  In addition, two of the Company’s 
distribution utilities, Davao Light and Cotabato Light, operate two Bunker C-fired plants with a combined 
installed capacity of 62 MW which are used for back-up power.  In 2012 and 2013, the Bunker C-fired plants 
generated and sold a total attributable energy of 9.3 GWh and 3.5 GWh of electricity, respectively. 
 
On June 8, 2007, as part of the reorganization of the power-related assets of the Aboitiz Group, the Company 
agreed to acquire from its Affiliate, AboitizLand, 100% interest in MEZ, which owns and operates the PDS in 
MEPZ II in Mactan Island in Cebu, and 60% interest in BEZ, which owns and operates the PDS in WCIP-SEZ in 
Balamban, in the eastern part of Cebu. The Company also consolidated its ownership interests in SEZ by 
acquiring the combined 25% interest in SEZ held by AEV, SFELAPCO, Okeelanta and PASUDECO. These 
acquisitions were made through a share swap agreement which involved the issuance of the Company’s 
170,940,307 common shares issued at the IPO price of Php5.80 per share in exchange for the foregoing equity 
interests in MEZ, BEZ and SEZ. 
 
Ownership in AboitizPower was opened to the public through an IPO of its common shares in July 2007. Its 
common shares were officially listed in the PSE on July 16, 2007. 
 
In August 2007, the Company, together with Vivant of the Garcia Group, signed a memorandum of agreement 
with Global Power of the Metrobank Group for the construction and operation of a 3 x 82-MW coal-fired 
power plant in Toledo City, Cebu. The Company, together with the Garcia Group, formed Abovant. The 
Company owns 60% of Abovant. The project, which was undertaken by CEDC, a joint venture among Global 
Power, Formosa Heavy Industries and Abovant, broke ground in January 2008 and started full commercial 
operations on February 26, 2011. The Company has an effective participation of 26.40% in the project.  
 
On November 15, 2007, AboitizPower closed the purchase of a 34% equity ownership in STEAG Power, owner 
and operator of a 232-MW coal-fired power plant located in PHIVIDEC Industrial Estate in Misamis Oriental, 
Northern Mindanao. The Company won the competitive bid to buy the 34% equity from Evonik Steag GmbH 
(formerly known as Steag GmbH) in August 2007. The total purchase price for the 34% equity in STEAG Power 
is USD102 mn, inclusive of interests. 
 
On November 28, 2007, SNAP-Benguet, a consortium between AboitizPower andSN Power, submitted the 
highest bid for the Ambuklao-Binga hydroelectric power complex consisting of the 75-MWAmbuklao Plant and 
the 100-MW Binga Plant. The price offered was USD325 mn. 
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In 2007, AboitizPower entered into an agreement to buy the 20% equity of TeaM Philippines in SEZ for Php92 
mn. Togetherwith the 35% equity in SEZ of AboitizPower’s Subsidiary Davao Light, this acquisition brought 
AboitizPower’s total equity in SEZ to 100%. 
 
In 2008, AboitizPower bought the 40% equity ownership of THCin BEZ for approximately Php178 mn. The 
acquisition brought AboitizPower’s total equity in BEZ to 100%. 
 
On May 26, 2009, APRI, a wholly-owned Subsidiary of AboitizPower, took over the ownership and operations 
of the 289-MW Tiwi geothermal power facility in Albay and the 458-MW Makiling-Banahaw geothermal  
power facility in Laguna (collectively referred to as the “Tiwi-MakBan geothermal facilities”) after winning the 
competitive bid conducted by PSALM on July 30, 2008.  
 
TLI, a wholly-owned Subsidiary of AboitizPower, won the competitive bid for the appointmentof the IPPA of 
the 700-MW contracted capacity of the Pagbilao Coal-Fired Power Plant on August 28, 2009. It assumed 
dispatch control of the Pagbilao power plant on October 1, 2009, becoming the first IPPA in the country. As an 
IPP administrator, TLI is responsible for procuring the fuel requirements of, and for sellingthe electricity 
generated by, the Pagbilao power plant. The Pagbilao power plant is located in Pagbilao, Quezon. 
 
AboitizPower, through its wholly-owned Subsidiary, TMI, assumed ownership over Mobile 1 and Mobile 2 on 
February 6, 2010 and March 1, 2010, respectively, after acquiring the two power barges from PSALM for 
USD30 mn through a negotiated bid concluded on July 31, 2009. Each of the barge-mounted diesel powered 
generation plants has a generating capacity of 100 MW. Mobile 1 and Mobile 2 are moored at Barangay San 
Roque, Maco, Compostela Valley and Nasipit, Agusan del Norte, respectively. Prior to AboitizPower’s 
acquisition of the barges, Mobile 1 was referred to as PB 118 while Mobile 2 was referred to as PB 117. 
 
On May 27, 2011, TMO, a wholly-owned Subsidiary of AboitizPower, acquired four barge-mounted floating 
power plants located at Navotas Fishport, Manila, including their respective operating facilities, from Duracom 
Mobile Power Corporation and East Asia Diesel Power Corporation. The barge-mounted floating power plants 
have a total installed capacity of 242 MW. The barges have undergone rehabilitation starting July 2011, and on 
November 12, 2013, the 100 MW barge-mounted plants started their commercial operations. The remaining 
units of the barges were completed on November 27, 2013. 
 
In the November 2013 bid for the IPPA of the strips for ULGPP, AESI won 40 strips of energy corresponding to 
40 MW capacity of ULGPP. The Notice of Award was issued to AESI on January 29, 2014. This IPPA contract will 
allow AESI to sell 40 MW of geothermal power from ULGPP, beginning on January 1, 2015. 
 
Neither AboitizPower nor any of its Subsidiaries has ever been the subject of any bankruptcy, receivership or 
similar proceedings. 
 
Structure 
 
With investments in power generation and distribution companies throughout the Philippines, AboitizPower is 
considered one of the leading Filipino-owned companies in the power industry. Based on SEC’s parameters of 
what constitutes a Significant Subsidiary, the following are AboitizPower’s significant Subsidiaries at present: 
ARI and its Subsidiaries, Therma Power and its Subsidiaries, the Distribution Utilities and the Retail Electricity 
Suppliers.The following chart sets out the Company’s ownership structure as of March 31, 2014: 
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ABOITIZ POWER

CORPORATION

99.93% 100.0% 60.00% 100.0%

DAVAO LIGHT & ABOITIZ CEBU PRIVATE ABOITIZ ENERGY

POWER CO., INC. RENEWABLES, INC. POWER CORPORATION SOLUTIONS, INC.

55.26% 50.00% 100.0%

VISAYAN ELECTRIC EAST ASIA UTILITIES ADVENTENERGY, INC.

CO., INC. 100.0% CORPORATION

AP RENEWABLES, INC. 60.00%

99.94% 34.00% PRISM ENERGY, INC.

COTABATO LIGHT AND 100.0% STEAG STATE 

POWER COMPANY CLEANERGY, INC. POWER, INC.

100.0% 99.97% 20.00%

COTABATO HYDRO ELECTRIC SOUTHERN 

ICE PLANT, INC. DEVELOPMENT CORP. PHILIPPINES

POWER CORP.

20.29% [direct] 100.0%

43.78% [beneficial] CORDILLERA HYDRO 20.00%

SAN FERNANDO CORPORATION WESTERN MINDANAO

ELECTRIC LIGHT & POWER CORP.

POWER CO., INC. 100.0%

LUZON HYDRO 100.0%

99.98% CORPORATION THERMA

SUBIC ENERZONE POWER, INC.

CORPORATION 100.0%

HEDCOR, INC. 100.0%

100.0% THERMA LUZON, INC.

MACTAN ENERZONE 100.0%

CORPORATION HEDCOR BENGUET, INC. 100.0%

THERMA SOUTH, INC.

100.0% 100.0%

BALAMBAN ENERZONE HEDCOR SIBULAN, INC. 100.0%

CORPORATION THERMA MARINE, INC.

100.0%

HEDCOR TAMUGAN, INC. 100.0%

THERMA MOBILE, INC.

100.0%

HEDCOR TUDAYA, INC. 100.0%

THERMA SUBIC, INC.

100.0%

HEDCOR SABANGAN, INC. 100.0%

THERMA POWER

100.0% VISAYAS, INC.

HEDCOR BUKIDNON, INC.

100.0%

100.0% THERMA SOUTHERN

HEDCOR BOKOD, INC. MINDANAO, INC.

100.0% 100.0%

HEDCOR MABINAY, INC. THERMA CENTRAL 

VISAYAS, INC.

100.0%

NEGRON CUADRADO 100.0%

GEOTHERMAL THERMA VISAYAS, INC.

DEVELOPMENT, INC.

100.0%

PAGBILAO ENERGY

CORPORATION

83.33% 25.00%

MANILA OSLO REDONDO PENINSULA

RENEWABLE ENERGY, INC.

ENTERPRISE, INC.

SNAP MAGAT, INC. 60.00%

ABOVANT

60.00% HOLDINGS, INC.

SNAP BENGUET, INC.

44.00%

60.00% CEBU ENERGY

SNAP GENERATION, INC. DEVELOPMENT CORP.

POWER DISTRIBUTION POWER GENERATION OTHERS
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COMPETITIVE STRENGTHS AND BUSINESS STRATEGY 
 
Competitive Strengths 
 
The Company believes that its principal strengths are the following: 
 
Strong track record in both power generation and distribution. 
 
Power generation. The Company, through its Subsidiaries and Affiliates, has extensive experience in 
developing, financing, building and operating power generation facilities throughout the Philippines.  The 
Company is one of the largest Filipino-owned private power producers in the country. The Company believes 
its extensive experience in all aspects of power generation places it in an excellent position to capture future 
market share in the Philippine power generation industry. 
 
Power distribution. Through its affiliation with the Aboitiz Group, with more than 70 years of experience in the 
Philippine power distribution sector, the Company has a track record of efficiently operating and maintaining 
power distribution utilities in two of the largest electricity markets in the Philippines, Cebu City and its 
surrounding areas and Davao City. Continuous efforts are being made to improve reliability and increase 
efficiency by instituting standardized operating systems and processes and introduced automated systems. 
Aside from that, the Company is also known for finding innovative ways in improving certain aspects of the 
business.  One outstanding example of that is the Interruptible Load Program (ILP) of VECO and Davao Light.  
The ILP program is considered to be a major factor in reducing the negative effects of supply deficits; a win-win 
approach the benefits the consumer by tapping the spirit of volunteerism among the local business community 
while compensating them almost entirely for running their own generators. 
 
Ability to take advantage of expected strong power market fundamentals. 
 
According to the DOE for the period from 2012 to 2020, growth in demand for electricity in the Luzon, Visayas, 
and Mindanao grids increase at an average annual growth rate of 4.13%, 4.52% and 4.57% respectively. As an 
established and reputable operator of IPPs, the Company believes that its portfolio of generation facilities will 
allow it to benefit from the continued economic development of the Philippines. The Company is well-
positioned to provide a number of energy-related services, such as baseload, peaking, and reserve power 
requirements. 
 
Vertically-integrated power generation and distribution company. 
 
Being a vertically integrated power company allows AboitizPower the opportunity to compete and maximize 
value in the key segments of the power industry value chain by driving and capitalizing on the synergies 
between Generation and Distribution.  The customer relationships built over the last 70 years by the 
distribution business allows the Company direct customer contact and a ready base market for its Greenfield 
and acquisition targets.  Today, this synergy is already being maximized with AboitizPower expanding its 
capacity base in support of the increasing requirements of AboitizPower’s Distribution Companies. 
 
Power generation contracts that provide steady and predictable cash flow. 
 
As of the date of this Preliminary Prospectus, 88% of the attributable net sellable capacity of the Company are 
under long-term contracts, the bulk of which would be under a capacity-based structure.  The Company 
believes that these contracts will provide steady cash flows in the medium and long-term from a variety of 
offtakers including distribution utilities and contestable customers under the Open Access regime. In 
particular, the Generation Companies have existing bilateral contracts that require offtakers to either pay for 
available capacity (in the case of the majority of the Company’s baseload and oil plants) or to pay for all the 
electricity generated by the relevant plant (in the case of the bulk of the Company’s run-of-river hydroelectric 
plants).  A number of plants also have contracts that do not take fuel risk either because of direct pass-through 
mechanisms in their respective PPAs or fuel is supplied by their offtakers. 
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Benefits and low operating costs from renewable energy and renewable energy sources. 
 
Operating leverage. Since the Company’s run-of-river hydroelectric power generation facilities rely on natural 
water flow to generate electricity, they are not exposed to market fluctuations in the price of hydrocarbon 
fuels. Further, hydroelectric plants, such as the 360 MW Magat plant and 231 MW Ambuklao-Binga plants, 
have relatively quick ramp-up and ramp-down capabilities. The Company’s Magat and Ambuklao-Binga plants 
can provide multiple ancillary services to the Luzon Grid, such as frequency regulation, acting as a spinning 
reserve and providing back-up power. 
 
Other benefits from renewable energy.Electricity sales from generating facilities using renewable energy 
sources, such as the Company’s hydroelectric facilities, are “zero-rated” for purposes of VAT. This means that 
the Generation Companies are not required to include the VAT as part of the rates they charge offtakers but 
are allowed to claim as tax credit the amount of VAT that they are required to pay to their suppliers. 
 
Further, because the Company has a number of run-of-river hydroelectric facilities located in different regions 
of the Philippines, the Company believes it has a natural hedge against the risk of hydrological conditions in 
one area of the Philippines affecting all of the Company Run-of-river facilities. 
 
Republic Act No. 9513, the Renewable Energy Act is intended to give additional incentives to the Generation 
Companies, which will in turn translate to lower operating costs. The law provides fiscal and non-fiscal 
incentives, including income tax holiday for a period of seven (7) years, duty-free importation, and special 
rates on real property taxes among others.  See the section entitled "The Renewable Energy Act of 2008"on 
page 223 of this Preliminary Prospectus. 
 
Dependable and growing sources of income from its power distribution businesses. 
 
The Company’s ownership interest in the Distribution Companies is expected to continue to provide stable 
sources of revenues. With VECO and Davao Light as the second and third largest privately-owned distribution 
utilities in the Philippines in terms of both customers and annual GWh sales forming part of the Company’s 
distribution portfolio, the Company is well-positioned to benefit from increases in electric consumption in two 
of the largest electricity markets in the Philippines as economic activity in these markets increases. 
 
Strong financial position and the ability to obtain limited recourse and corporate level financing. 
 
The Company believes that its strong financial position enables it to implement its strategy of expanding its 
generation portfolio through selective acquisitions and Greenfield projects, while at the same time improving 
the operation performance and efficiency of the Distribution Companies. The Company’s strong balance sheet 
supports its growth plans. The Company, through the Generation Companies and the Distribution Companies, 
has also consistently been able to secure bank financing from leading Philippine and multinational banks.  
 
Established relationships with strategic partners. 
 
The Company has established a strategic partnership to own and operate the Magat and Ambuklao-Binga 
hydroelectric plants with SN Power, which is a leading renewable energy company with projects and 
operations in Asia, Africa and Latin America.  Aside from this, AboitizPower has also established partnerships 
with the likes of STEAG GmbH, Global Power, Meralco, and TeaM Energy, which are recognized names in their 
respective industries.  Furthermore, the Company is also considering potential partnerships with other entities 
known in their respective fields for a number of exploratory projects particularly aimed at developing other 
renewable energy sources such as geothermal and solar. 
 
The Company believes that it can build on its relationships with these partners to enhance its ability to 
compete for, develop, finance and operate future power generation projects.  
 
Strong and experienced management team. 
 
The Company is led by a seasoned management team with a track record of hands-on management in the 
complex power generation and distribution business. The management team is not only tenured but has in 
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depth technical and financial expertise to meet the challenges of this fast growing business. In line with this, 
further domain expertise has been integrated in Trading, Marketing, Energy Economics, Assets and Contracts 
Management, Business Development, Environment and Construction among others.  As a result, AboitizPower 
posts sustained positive growth and an equally strong financial performance. 
 
As a leader of this industry, the Company’s management team is in constant collaboration and communication 
with regulatory bodies such as the DOE and ERC.  Hand in hand with various energy stakeholders on a national 
and local level, the management team works to promote good business practices and the interests of the 
public. With over 100 years in business, the Company knows that the strength of the business not only rests in 
operational expertise but in the reputation of the Company as it meets its obligations to its various 
stakeholders.  
 
AboitizPower is committed to becoming a critical enabler in the country’s development.  
 

BUSINESS STRATEGY 
 
The Company’s business strategy is to increase shareholder value by developing new generation projects, 
selectively acquiring existing generating facilities, expanding its electricity-related services and continuing to 
improve the operational efficiency of its existing generation and distribution facilities. More specifically, the 
Company’s strategy includes the following: 
 
Expand the Company’s generation portfolio. 
 
In light of the anticipated shortage of generation capacity in the Philippines, the Company intends to expand 
its generation portfolio to add value to its asset base and to further diversify its revenue stream.  The 
Company’s current plans include:  
 
Developing Greenfield and Brownfield projects. Over the next several years, AboitizPower looks to expanding 
its portfolio of generation assets including, but not limited to, the following projects: 
 

 300 MW Coal-fired Power Plant in Davao;   

 300 MW (net) Coal-Fired Project in Toledo City, Cebu;  

 400 MW (net) Coal-fired Power Plant in Pagbilao, Quezon;   

 14 MW Sabangan Hydro Power Plant Project;  

  68 MW Manolo Fortich Hydro Power Plant Project; 

  8 MW Maris Canal Hydro Power Plant Project; 

 12 MW Hedcor Tamugan Hydro Power Plant Project; 

 600 MW (net) Coal-fired Power Plant in Subic. 
 
Other greenfield and brownfield developments. 
 
AboitizPower, together with its Subsidiaries and associate companies, is conducting feasibility studies for 
potential greenfield and brownfield projects: 
 

 AboitizPower is actively exploring the viability of developing wind power projects and photovoltaic 
solar projects consistent with the Company’s focus on environmental sustainability and diversified 
power generation technologies, among others. 

 

 SNAP is continuing its focus on growth through Greenfield development with new opportunities being 
sought and 380 MW of projects undergoing feasibility studies. 
 
The Company, in partnership with the National Irrigation Administration (NIA) commenced the 
rehabilitation and raising of the Maris dam. The project aims to rehabilitate the re-regulating Maris 
dam downstream of the Magat dam in order to modernize its operations and provide operational 
flexibility for both irrigation and power generation purposes. 
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Additionally, SNAP secured renewable energy service contracts (RESC) from the DOE at the close of 
2013 for a twin mini-hydro facility project along the Maris Canal.   Under Maris Main Canal 1 Project, 
a 6-MW hydroelectric power plant will be constructed at the Ramon, Isabela side of the irrigation 
canal while a 1.75-MW hydro facility at the Alfonso Lista, Ifugao side will be developed under Maris 
Main Canal 2 Project. Both plants are "run-of-river-type" facilities that will make use of the same 
water that will flow through the canal for irrigation requirements. 

 

  Hedcor is conducting feasibility studies for potential hydropower projects located in Luzon, Visayas, 
and Mindanao. Based on current findings, Hedcor sees the potential of building plants with capacities 
ranging from 10 MW to 50 MW. When the projects pass the evaluation stage and once permits are 
secured, the two-year construction period for the hydropower plant facilities will commence.  

 
Acquiring additional power generation assets. 
 
The Company will pursue opportunities to acquire power generation assets that add value to its existing 
generation business, including certain power generation assets that are expected to be privatized by the 
Government.  AboitizPower continues to closely evaluate the investment viability of the remaining power 
generation assets that PSALM intends to auction off. AboitizPower is also keen on participating in PSALM’s 
public auction for the IPPA contracts, which involves the transfer of the management and control of total 
energy output of power plants under contract with NPC to the IPP administrators. 
 
Shift the bulk of the Company’s power supply agreements to capacity-based contracts. 
 
In the past, AboitizPower used to generate the bulk of its sales through energy-based contracts in the form of 
transition supply contracts inherited by the Company when it won its bids for several assets previously owned 
by the Philippine government. These contracts resulted in a lot of volatility in the Company’s historical 
financial performance.  As these contracts expired, AboitizPower embarked on a deliberate shift from energy-
based to capacity-based contracts.  In general, the latter are essentially de-risked contracts since these provide 
a fixed capacity fee payment for the Company covering capital recovery and operation and maintenance costs; 
allows for the full pass-through of fuel costs, which make up a significant portion of the Company’s operating 
costs;  and includes provisions for inflation-related adjustments and where applicable, forex adjustments on 
these costs. The combination of these features allows the Company to minimize revenue to cost mismatches.  
As such, the shift to capacity-based contracts will allow AboitizPower to benefit from more stable and 
predictable cash flows and minimize volatility in the Company’s cash flow generation. 
 
Expand the scope of the Company’s distribution business and continue to improve the operational efficiency 
of its existing distribution assets. 
 
AboitizPower currently owns seven distribution utilities, including the country’s second and third largest 
distribution utilities in the country.  The current plans for the distribution business include: 
 
Expanding AboitizPower’s distribution business. AboitizPower intends to explore opportunities to expand its 
portfolio of distribution companies by either acquiring additional distribution utilities or cooperatives; or by 
entering into agreements to manage distribution utilities or systems.   

 
Improving the performance of the distribution utilities.  AboitizPower will focus on improving the distribution 
utilities’ level of service and lowering their operating costs by maximizing synergies with the generation units 
and across the distribution utilities and by investing in new systems that will allow the distribution utilities to 
be more efficiently managed.  The Company believes that a strong distribution business of sufficient scale will 
continue to provide a springboard for the company’s strategies in electricity generation and electricity-related 
services. 
 
Establish and develop Retail Energy Supply Services 

 
The implementation of Open Access presents an opportunity to the Company, as it has two wholly owned 
subsidiaries (i.e. AESI and AdventEnergy, Inc.) that are licensed RES, which can enter into contracts with 
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entities that qualify as eligible contestable customers. These contracts can be served from uncontracted 
capacities of the Company’s generating assets.  
 
Maintain a high level of social responsibility in the communities in which the Company operates. 
 
The Company aims to conduct its business operations consistent with the highest standards of social 
responsibility and sustainable development, particularly in terms of environmental responsibility. The 
Company has actively participated in the development of the communities where its projects are located, 
which contribute to social and political stability in the areas where the Company operates. The Company also 
contributes a portion of its revenues to local government units to fund community development activities in 
the areas of education, health care, rural electrification and environmental protection. By continuing to 
strengthen its relationships with the local communities where it does business and build support and goodwill 
among the residents, non-governmental organizations, local government units and other stakeholders, the 
Company believes that it increases the likelihood that it will benefit from political and social stability in the 
areas where it operates. 
 

PRINCIPAL PRODUCTS 
 
Generation of Electricity 
 
Since its incorporation in 1998, AboitizPower has accumulated interests in both renewable and non-renewable 
generation plants. As of December 31, 2013, approximately 83% of AboitizPower’s net income from business 
segments is derived from its power generation business.  AboitizPower conductsits power generation activities 
through the following Subsidiaries and Affiliates. 
 
The table below summarizes the Generation Companies’ operating results as of December 31, 2013: 

 

Generation 
Companies 

Energy Sold 
2013 

Energy Sold 
2012 

Energy Sold 
2011 

Revenue 
2013 

Revenue 
2012 

Revenue 
2011 

(in GWh) (in Mn Pesos) 

APRI 2,878 3,465 3,310 13,880 15,591 14,721 

Hedcor, Inc. 160 168 170 838 887 853 

LHC 241 37 251 680 416 633 

Hedcor Sibulan 232 195 205 1,249 1,044 1,056 

SNAP – Magat 1,030 871 615 9,939 14,019 12,572 

SNAP - 
Benguet 

629 590 330 8,448 5,993 1,028 

TLI 4,515 4,232 3,402 20,250 21,873 17,595 

CEDC 1,477 1,459 1,336 7,699 8,719 7,511 

STEAG 1,458 1,516 1,456 5,007 6,138 7,549 

WMPC 553 565 443 1,373 1,362 1,352 

SPPC 308 311 268 709 707 707 

CPPC 164 175 110 1,801 2,100 1,551 
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Generation 
Companies 

Energy Sold 
2013 

Energy Sold 
2012 

Energy Sold 
2011 

Revenue 
2013 

Revenue 
2012 

Revenue 
2011 

(in GWh) (in Mn Pesos) 

EAUC 106 86 95 1,066 1,120 993 

TMI 843 613 517 6,415 5,539 5,110 

Davao Light* 0 0 0 Revenue 
neutral 

Revenue 
neutral 

Revenue 
neutral 

Cotabato 
Light* 

0 0 0 Revenue 
neutral 

Revenue 
neutral 

Revenue 
neutral 

TOTAL 14,621 14,319 12,508 79,534 85,868 76,231 

*Plants are operated as stand-by plants and are revenue neutral, with costs for operating each plant recovered by Davao Light 

and Cotabato Light, as the case may be, as approved by the ERC. 

 
Aboitiz Renewables, Inc. 
 
Since the start of its operations in 1998, the Company has been committed to developing expertise in 
renewable energy technologies.  The Company’s management believes that due to growing concerns on the 
environmental impact of power generation using traditional fossil fuel energy sources, greater emphasis should 
be placed on providing adequate, reliable and reasonably priced energy through innovative and renewable 
energy technologies such as hydroelectric and geothermal technologies.  As such, a significant component of 
the Company’s future projects is expected to focus on those projects that management believes will allow the 
Company to leverage its experience in renewable energy and help maintain the Company’s position as a leader 
in the Philippine renewable energy industry. 
 
As one of the leading providers of renewable energy in the country, AboitizPower holds all its investments in 
renewable energy through its wholly-owned Subsidiary, ARI.  ARI owns equity interests in the following 
generation companies: 
 

 100% equity interest in APRI, which owns the Tiwi-MakBan geothermal facilities; 

 50% effective interest in SNAP-Magat, which operates the 360-MW Magat hydroelectric plant in 
Isabela in northern Luzon; 

 50% effective interest in SNAP-Benguet, which operates the 231-MW Ambuklao-Binga hydroelectric 
power plant complex in Northern Luzon; 

 100% equity interest in LHC, which operates the 70-MW Bakun AC hydroelectric plant in Ilocos Sur 
in northern Luzon; 

 100% equity interest in Hedcor, which operates 15mini-hydroelectric plants (plants with less than 
10 MW in installed capacity) in Benguet province in Northern Luzon and in Davao City in 
Southeastern Mindanao with a total installed capacity of 42-MW; 

 100% equity interest in Hedcor Sibulan, which operates the 49-MW Sibulan and Tudaya 1 
hydroelectric plants in Davao del Sur;  

 100% equity interest in Hedcor Tamugan, which proposes to build a 11.5-MW Tamugan 
hydropower project along Tamugan River in Davao City; 

 100% equity interest in Hedcor Tudaya, which operates  the 7-MW Tudaya 2hydroelectric plantin 
Davao del Sur; and  

 100% equity interest in Hedcor Sabangan, which proposes to build the 14-MW Sabangan run-of-
river hydropower project in Sabangan, Mountain Province. 

 
AP Renewables, Inc. 
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APRI is one of the country’s leading renewable power companies.  A wholly-owned subsidiary of ARI, it 
acquired the Tiwi-MakBan geothermal facilities located at Tiwi, Albay, Bay and Calauan, Laguna and Sto.Tomas, 
Batangas from PSALM in May 2009.  The two complexes have a total potential capacity of 693.2 MW. 
 
As geothermal power plants, Tiwi and MakBan produce clean energy that is reasonable in cost, efficient in 
operation and environment-friendly. With the continuous advancement in technology, APRI is setting its vision 
to operate and maintain the Tiwi and MakBan geothermal complexes in accordance with the highest 
professional standards of world-class independent power producers operating in a merchant market. 
 
The Asset Purchase Agreement (APA) between APRI and PSALM required APRI to rehabilitate units 5 and 6 of 
the MakBan geothermal power plant at its own cost and expense, which must be accomplished and completed 
within four years from closing of the APA in May 2009. To date, APRI has successfully completed the 
refurbishment activity of the 14 generation units at the Tiwi and Makban facilities. The last two remaining 
units to undergo refurbishment, Units 5 and 6 at Makban were successfully tested in March 2013 for 72 hours, 
at full load per requirements of the APA. The successful completion of the performance tests will trigger the 
return of the Miscellaneous Bond and the assignment of the Geothermal Resource Sales Contract (GRSC) to 
APRI.  Significant improvements in reliability and steam usage efficiency have been realized following the 
completion of the refurbishment activities.   
 
APRI is registered with the Board of Investments (BOI) as new operator of the Tiwi-MakBan geothermal 
complex on pioneer status with six years ITH starting June 19, 2009.  Pursuant to the RE Law, APRI has also 
received a Geothermal Renewable Energy Operating Contract with the DOE in 2009 which extended its 
entitlement to ITH by one year. 
 
On May 26, 2013, APRI’s steam supply contract with the Philippine Geothermal Production Company (PGPC) 
shifted to a GRSC. The change is due to an existing provision under the government’s existing contract with 
Chevron when the Tiwi-Makban facilities were bidded out under the former’s privatization program. Under the 
GRSC, the effective steam price of APRI payable to PGPC will be at a premium to coal. Due to competition from 
coal plants, the contracts of APRI mimic that of coal plants, including the proportion of fuel to total cost of 
power.  
 
APRI entered into an an Interim Agreement to modify the GRSC.  This was implemented on August 14, 2013.  
This agreement resulted in a lower fuel cost during off-peak hours, thus allowing AboitizPower to maximize 
sales even during this period.  The Interim Agreementcan be extended by mutual agreement.  The parties 
continue to discuss the merit and feasibility of mutually beneficial steam off-take arrangements.  
 
Operations Review 
 
The following table summarizes APRI’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 400 462 -13% 

Capacity Sold Factor 82.14% 85.38% -4% 

 

Power Sales    

Bilateral Contracts (MWh) 2,153,367 3,338,160 -35% 

Spot Market / WESM (MWh) 724,758 126,800 472% 

Total Power Sales (MWh) 2,878.125 3,464,960 -17% 
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Average Selling Price / kWh    

Bilateral Contracts 4.72 4.66 1% 

Spot Market / WESM 5.13 3.13 64% 

Weighted Average Selling Price / 
kWh 

4.82 4.60 5% 

 

Steam & Purchase Power Cost / kWh 1.56 1.53 2% 

 
 
Power Offtaker 
 
APRI’s generating capacity is sold through bilateral power supply contracts. Excess capacity is sold on a 
merchant basis through the WESM. 
 
In the case of power supply contracts, revenue recognition under the contracts assumed under APA (known as 
Transition Supply Contracts or TSCs) are billed based on the contract price which is calculated based on the 
pricing structure approved by the ERC. Rates are calculated based on the time-of-use pricing schedule with 
corresponding adjustments using the Generation Rate Adjustment Mechanism (GRAM) and the Incremental 
Currency Exchange Rate Adjustment (ICERA).  
 
Starting 2011, to replace expired power supply contracts assumed under the APA, APRI entered into power 
supply agreements with customers who are billed for contracted price calculated based on geothermal steam 
pricing under the GRSC which is linked to coal and passed-on charges for WESM line rental charges and WESM 
net settlement surplus. 
 
On December 26, 2012, the DOE and the ERC declared the implementation of RCOA with commercial 
operations commencing on June 26, 2013.   

 
In 2013, APRI entered into contracts with its affiliated companies, Advent Energy, Inc. and Aboitiz Energy 
Solutions Inc. (AESI) to supply power for Open Access customers. Price is calculated using geothermal steam 
pricing under the GRSC, which is linked to coal. 
 
The following table summarizes the different customers of APRI as of March 31, 2014and the pricing scheme 
they are employing: 
 

Customer Customer Type Pricing Mechanism 

Aboitiz Energy Solutions, Inc. RES Coal-linked 

Abra Electric Cooperative, Inc. Cooperative Coal-linked 

Advent Energy Inc. RES Coal-linked 

Albay Electric Cooperative, Inc.* Cooperative Coal-linked 

Camarines Norte Electric 
Cooperative, Inc. 

Cooperative Coal-linked 
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Customer Customer Type Pricing Mechanism 

Camarines Sur IV Electric 
Cooperative, Inc.** 

Cooperative Coal-linked 

Ecosystem Research and 
Development Bureau*** 

Others Coal-linked 

First Bay Power Corp. Cooperative Coal-linked 

Kalinga Apayao Electric 
Cooperative, Inc. 

Distribution Utility Coal-linked 

Manila Electric Company** Cooperative TSC 

Mountain Province Electric 
Cooperative, Inc. 

Cooperative Coal-linked 

Nueva Ecija I Electric Cooperative, 
Inc. 

Commercial Coal-linked 

Pacific Mall Corporation Commercial TSC 

Philippine Hydro, Inc.**** Industrial Coal-linked 

Philippine Townships, Inc. Commercial TSC 

San Fernando Electric Light and 
Power Co. 

Distribution Utility Coal-linked 

Steel Asia Manufacturing Corp. Industrial Coal-linked 

University of the Philippines – Los 
Banos 

Commercial TSC 

*Stopped supplying in Jan 2014 
**Ended 2013 
***Transferred to APRI Jan 2014 
****Last supply in Dec 2013, on-going contract but still no supply 
 

As approved by the Philippine Electricity Market Corporation (PEMC), effective March 25, 2009, the Company 
is a trading participant and direct member under the generator sector of the WESM.  Under its price 
determination methodology as approved by the ERC, locational marginal price (LMP) method is used in 
computing prices for energy bought and sold in the market on a per node, per hour basis.   
 
Fuel Supply 
 
Pursuant to the APA, control and management of Tiwi-MakBan was turned over by PSALM to APRI.  However, 
the management and operation of the steam fields, which supply steam to Tiwi-MakBan, shall remain with 
PGPC (formerly Chevron). After the turn-over of Tiwi-MakBan, but before the rehabilitation was completed, 
the steam supply arrangement between APRI and Chevron was governed by a transition agreement, which 
provided for the reimbursement of capital expenditures and operating expenses, as well as payment of service 
fees by APRI to Chevron.   
 
Upon completion of the rehabilitation, the steam supply arrangement shall be governed by the GRSC, wherein 
APRI will no longer pay service fees and reimburse Chevron for capital expenditures and operating expenses.  
Instead, under the GRSC, APRI shall pay Chevron for the price of steam, which shall be linked to Barlow Jonker 
and Japanese Public Utilities coal price indices.  The GRSC became effective May 26, 2013 and shall continue to 
be effective until 2021. In August 2013, APRI entered into a Transition Agreement with Chevron that allows for 
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the price of steam to be measured at 50% of the prevailing Spot market price at the given hour when Spot 
prices fall below the computed GRSC rate. The agreement is still binding as of the date of this Preliminary 
Prospectus. 
 
SN Aboitiz Power – Magat, Inc. 
 
SNAP-Magat is ARI’s joint venture with SN Power, a leading Norwegian hydropower company with projects 
and operations in Asia, Africa and Latin America. On December 14, 2006, SNAP-Magat won the bid for the 360-
MW Magat Plant conducted by PSALM. 
 
The Magat Plant, which is located at the border of Isabela and Ifugao in northern Luzon, was completed in 
1983. As a hydroelectric facility that can be started up in a short period of time, the Magat Plant is ideally 
suited to act as a peaking plant with opportunities to capture the significant upside potential that can arise 
during periods of high demand. This hydroelectric asset has minimal marginal costs, granting it competitive 
advantage in terms of economic dispatch order versus other fossil fuel-fired power plants that have significant 
marginal costs. 
 
The Magat reservoir has the ability to store water equivalent to 17 days of 24 hours of full generating capacity. 
The flexibility of Magat Plant operation allows for the generation and sale of electricity at the peak demand 
hours of the day. Magat Plant’s source of upside - water as a source of fuel and the ability to store it - is also its 
source of limited downside. SNAP-Magat is an accredited provider of much needed Ancillary Services (AS) to 
the Luzon grid. It sells significant portion of its available capacity to the System Operator (SO) of the Luzon 
grid. SNAP-Magat’s remaining capacity is sold as electric energy to the spot market through the WESM and to 
load customers through bilateral contracts. 
 
In September 2007, SNAP-Magat obtained a USD380 mn loan from a consortium of international and domestic 
financial institutions which include the International Finance Corporation, Nordic Investment Bank, BDO–EPCI, 
Inc., Bank of the Philippine Islands, China Banking Corporation, Development Bank of the Philippines, The 
Hongkong and Shanghai Banking Corporation Limited, Philippine National Bank and Security Bank Corporation. 
The USD380-mn loan consists of a dollar tranche of up to USD152 mn, and a peso tranche of up to Php10.1 bn. 
The financing agreement was hailed as the region’s first-ever project finance debt granted to a merchant 
power plant. It won Project Finance International’s Power Deal of the Year and Asset’s Best Project Finance 
Award as well as Best Privatization Award. The loan was used to partially finance the deferred balance of the 
purchase price of the Magat Plant under the APA with PSALM. Part of the loan proceeds was also used to pay 
SNAP-Magat’s USD159 mn loan from AEV and the advances it made from its shareholders that were used to 
acquire the Magat Plant. In 2012, SNAP-Magat secured top-up financing of Php5 bn for its recapitalization 
requirements and general corporate purposes. 
 
As a hallmark of innovation in revenue generation, SNAP-Magat garnered an AS contract on October 12, 2009 
with the NGCP, a first for a privately-owned plant. These services are necessary to maintain power quality, 
reliability and stability of the grid. 
 
SNAP-Magat obtained BOI’s approval of its application as new operator of the Magat Plant with a pioneer 
status, which approval entitles it to an ITH until July 12, 2013. On November 16, 2012, the BOI approved SNAP 
Magat’s application for a one year extension of its ITH holiday until July 11, 2014. 
 
After 25 years of operations without any major rehabilitation works done on the generating units and 
considering the age and results of technical assessments, SNAP-Magat has embarked on a refurbishment 
program for all major plant equipment for the period 2009 to 2014. The main objective is to put back the lost 
efficiency and address operational difficulties due to obsolescence. The project will preserve the remaining life 
and the continuance of its availability for the next 25 years. 
 
Refurbishment began in 2009 with Unit 2; work on Unit 4 followed in November 2010 and was completed in 
2011. Unit 3 was completed in August 2013. Unit 1 was made commercially available on June 11, 2014, 
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Acceptance of the Magat Plant’s AS nomination decreased in 2013 mainly due to the implementation of a new 
AS Procurement Agreement (ASPA) and changes in NGCP’s approval protocol. This reduced the plant’s sold 
capacity by 41% in 2013 as compared to 2012. 
 
The capability of SNAP-Magat as AS provider was re-certified in September 2013. In 2013, SNAP-Magat 
delivered 925,200 MWh of AS amounting to Php3 bn. In March 2013, SNAP-Magat and NGCP signed an ASPA 
for firm contracted capacities covering regulating and contingency reserves at 155 MW. The ASPA also 
provides for additional ancillary reserved services for the balance of Magat Plant’s capacity. The ASPA is valid 
for three years from the issuance of a provisional or final approval by the ERC. The ERC has issued a Provisional 
Authority (PA) in relation to the new ASPA, paving the way for the implementation thereof starting July 26, 
2013.  SNAP filed a Motion for Reconsideration for the Magat ASPA, which remains unresolved while the final 
approval is still pending.  
 
The capability of SNAP-Magat as AS provider was re-certified in September 2013. In 2013, SNAP-Magat 
delivered 925,200 MWh of AS amounting to Php2.969 bn. In March 2013, SNAP-Magat and NGCP signed an 
ASPA for firm contracted capacities covering regulating and contingency reserves at 155 MW. The ASPA also 
provides for additional ancillary reserved services for the balance of Magat Plant’s capacity. The ASPA is valid 
for three years from the issuance of a provisional or final approval by the ERC. The ERC has issued a PA in 
relation to the new ASPA, paving the way for the implementation thereof starting July 26, 2013. 
 
In terms of Greenfield development, SNAP-Magat has initiated a development pipeline of 740 MW medium to 
large hydropower projects. These projects are in the process of securing permits and licenses and are 
undergoing feasibility assessment. 
 
SNAP-Magat also secured the RESC for the Maris Main Canal Hydro Projects 1 and 2 with a total capacity of 
7.75 MW. 
 
Magat Plant passed the Certificated Audit for the second cycle of the ISO 9001 Quality Management System in 
September2013. It also maintained certification of its Environmental Management System (ISO 14001) and 
Occupational Health &Safety Management System (OHSAS 18001) by passing the respective surveillance 
audits in June and September 2013. 
 
Operations Review 
 
Acceptance of the Magat Plant’s AS nomination decreased in 2013 mainly due to the implementation of a new 
ASPA and changes in NGCP’s approval protocol. This reduced the plant’s sold capacity by 41% in 2013 as 
compared to 2012. 
 
The following table summarizes SNAP-Magat’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 360 360 - 

Capacity Sold Factor 61.39% 91.14% -33% 

 

Power Sales    

Bilateral Contracts (MWh) 288,600 380,353 -24% 

Spot Market / WESM (MWh) 741,845 490,799 51% 

Total Power Sales (MWh) 1,030,445 871,152 18% 
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Average Selling Price / kWh    

Bilateral Contracts 5.27 5.03 5% 

Spot Market / WESM 7.34 5.26 40% 

Weighted Average Selling Price / 
kWh 

6.76 5.15 -31% 

 

Ancillary Services    

Accepted & Billed Capacity (MWh) 9,05,650 2,010,805 -55% 

Average Rate (Php/KW/h) 3.28 4.74 -31% 
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Power Offtaker 

 
SNAP Magat’s generating capacity is sold either through bilateral power supply contracts, to NGCP in the form 
of ancillary. Excess capacity is sold in a merchant basis through WESM. 
 
In the case of bilateral power supply contracts, the involved trading participants settle directly with their 
contracting parties.  Revenue recognition for customers under the power supply contracts assumed under the 
APA was billed based on the contract price which is calculated based on the pricing structure approved by the 
ERC.  Rates were calculated based on the time-of-use pricing schedule.  On the other hand, a new power 
supply contract took effect last July 26, 2013, with a flat rate schedule. As of March 31, 2014, SNAP Magat has 
bilateral power supply contracts with cooperatives such as ISELCO II, QUIRELCO, IFELCO and MPPLC. 
 
Under EPIRA, NGCP, the system operator, is mandated to maintain the power quality and security of the grid 
by securing ancillary services from generation companies.  Ancillary services are support services such as 
frequency regulating, contingency and dispatchable reserves, reactive power support, and black start 
capability which are necessary to support the transmission capacity and energy that are essential in 
maintaining power quality and security of the grid.  SNAP-Magat is certified to provide ancillary services by 
virtue of the ASPA signed last March 2013. 

 
As approved by the PEMC, effective on April 26, 2007, the Company is a trading participant and direct member 
under the generator sector of the WESM.  Under its price determination methodology as approved by the ERC, 
locational marginal price (LMP) method is used in computing prices for energy bought and sold in the market 
on a per node, per hour basis.   
 
The Company believes that as a hydroelectric facility that can be started up in a short period of time, the 
Magat hydroelectric plant is ideally suited to act as a peaking plant with opportunities to capture the 
significant upside potential that can arise during periods of high demand. The Company and SNAP-Magat are 
continuouslyevaluating various options in order to increase the efficiency, capacity and flexibility of the Magat 
plant. 
 
SN Aboitiz Power – Benguet, Inc. 
 

On November 28, 2007, SNAP-Benguet, also a consortium between ARI and SN Power, submitted the highest 
bid to PSALM for the Ambuklao-Binga hydroelectric power complex, which consists of the 75-MW Ambuklao 
Plant and the 100-MW Binga Plant. The Ambuklao-Binga hydroelectric power complex was turned over to 
SNAP-Benguet on July 10, 2008.  
 
In August 2008, SNAP-Benguet signed a USD375 mn loan agreement with a consortium of local and foreign 
banks where USD160 mn was taken up as USD financing and USD215 mn as peso financing. Proceeds from the 
loan were used to partially finance the purchase price, rehabilitate the power plant complex and refinance 
SNAP-Benguet’s existing advances from shareholders with respect to the acquisition of assets. 
 
The Binga Plant obtained an ITH extension from BOI on November 28, 2012, which will be effective until 
August 12, 2014; and the Ambuklao Plant also obtained an ITH extension on March 13, 2013, which will be 
valid until July 2016. 
 
The Ambuklao Plant re-operated in 2012 following its rehabilitation from 2008 to 2011. The plant had been 
shut down and under preservation since 1999 due to damage from the 1990 earthquake. In 2012, Ambuklao 
generated 358.584 MWh, registered a forced outage factor of 0.01% and availability factor of 96.36%. 
 
SNAP-Benguet received a Certificate of Compliance (COC) from the ERC in September 2013 for its rehabilitated 
Binga Plant. The rehabilitation project commenced in May 2010 with the construction of a new headrace and 
intake. The project also included the modernization of plant control systems, replacement of electro-
mechanical components, and installation of new auxiliary equipment. Each of the four units was taken down 
and replaced with new turbines, generators, and main inlet valves. To keep the plant in operation, unit 
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rehabilitation was done one at a time.  Rehabilitation of Unit 4 was done in 2011 followed by Units 1 and 3 in 
2012. The rehabilitation of the remaining unit (Unit 2) was completed in July 2013. From its original capacity of 
100 MW, Binga Plant now has a nameplate capacity of 125.8 MW but is capable of generating up to 132 MW. 
The Binga Plant rehabilitation was completed a year ahead of schedule, with no major environmental 
incidents. 
 
The Binga Plant’s sold capacity increased by 25% (13% increase in spot energy generation and 40% increase in 
AS) in 2013 mainly due to the completion of the refurbishment activities. The capability of the Binga Plant as 
AS provider was re-certified in June 2013. Last year, the Binga Plant delivered 582,005 MWh of AS amounting 
to P2.565 bn.  On the other hand, the sold capacity factor of the Ambuklao Plant is almost unchanged at 39% 
even if the water in flow to the reservoir decreased by 8%. 
 
In March 2013, SNAP-Benguet and NGCP signed an AS Procurement Agreement involving the Ambuklao Plant 
for firm contracted capacities covering regulating and contingency reserves at 95 MW. The ASPA also provides 
for additional ancillary reserved services for the balance of the Ambuklao Plant’s capacity. The ASPA is valid for 
three years from the issuance of a provisional or final approval by the ERC. A provisional approval from the 
ERC has been obtained, paving the way for the implementation of SNAP-Benguet’s new ASPA for the 
Ambuklao Plant starting July 26, 2013. 
 
The Ambuklao Plant passed the Certificated Audit for the ISO 9001 Quality Management System in September 
2013. It also maintained a certification of its Occupational Health & Safety Management System (OHSAS 
18001) by passing the surveillance audit in August 2013. The Binga Plant maintained its certification of ISO 
9001 and was also OHSAS 18001re-certified with the successful audits held in June and August 2013, 
respectively. 
 
Although a PA from the ERC has been obtained, the ASPA involving the Ambuklao Plant was not implemented 
due to some tests that need to be completed prior to the provision of AS at low loads. 
 
In October 2013, SNAP-Benguet also signed an ASPA for the provision of non-firm capacities for regulating 
reserve, contingency reserve, dispatchable reserve and blackstart capability from the Binga hydroelectric 
power plant.  As of February 2014, SNAP-Benguet received the order from the ERC provisionally approving 
the ASPA between the company (Binga) and NGCP. SNAP filed an MR on the methodology of payment.  
  
Operations Review 
 
The following table summarizes SNAP-Benguet’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 231 205 13% 

Capacity Sold Factor 61.39% 55.41% 12% 

 

Power Sales    

Bilateral Contracts (MWh) 155,833 147,694 6% 

Spot Market / WESM (MWh) 473,264 442,767 7% 

Total Power Sales (MWh) 629,097 590,461 7% 

 

Average Selling Price / kWh    
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 FY 2013 FY 2012 % change 

Bilateral Contracts 5.07 6.32 -20% 

Spot Market / WESM 10.76 6.94 55% 

Weighted Average Selling Price / 
kWh 

9.35 6.79 38% 

 

Ancillary Services    

Accepted & Billed Capacity (MWh) 582,004 407,287 43% 

Average Rate (Php/KW/h) 4.41 4.87 -10% 

 
Power Offtaker 
 
Binga and Ambuklao’s generating capacity is sold either through bilateral power supply contracts or through 
NGCP as ancillary. Any excess capacity is sold through the spot market. 
 
In the case of bilateral power supply contracts, the involved trading participants settle directly with their 
contracting parties. As of 2013, SNAP Benguet has a power supply contract with Dagupan Electric Corp. 
(DECORP). 
 
As a power plant owner and operator, the Company has both power and energy related 
commodities/products to sell.  SNAP-Benguet’s Binga and Ambuklao facilities are certified to provide ancillary 
services by virtue of the ASPAs signed last March 2013 and October 2013, respectively. 
 
As approved by PEMC, effective on June 3, 2008, the Company is a trading participant and direct member 
under the generator sector of the WESM.  Under its price determination methodology as approved by the ERC, 
LMPmethod is used in computing prices for energy bought and sold in the market on a per node, per hour 
basis.   
 
Luzon Hydro Corporation 
 
Up until May 10, 2011, LHC was ARI’s joint venture with Pacific Hydro of Australia, a privately-owned 
Australian company that specializes in developing and operating power projects that use renewable energy 
sources, principally water and wind power. 
 
On March 31, 2011, ARI, LHC and Pacific Hydro signed a MOA to give ARI full ownership over LHC. Effective 
May 10, 2011, ARI assumed full ownership and control of LHC upon fulfillment of certain conditions in the 
MOA. 
 
LHC operates and manages the 70-MW Bakun AC run-of-river hydropower plant located in Amilongan, Alilem, 
Ilocos Sur (Bakun Plant). The hydropower plant was constructed and is being operated under the 
government’s BOT scheme. Energy produced by the plant, approximately 254 GWh annually, is delivered and 
taken up by NPC pursuant to a PPA (Bakun PPA) and dispatched to the Luzon grid through 230-KV Bauang- 
Bakun transmission line of the NGCP. Under the terms of the Bakun PPA, all of the electricity generated by 
Bakun Plant will be purchased by NPC for a period of 25 years from February 2001. The Bakun PPA also 
requires LHC to transfer the Bakun Plant to NPC in February 2026, free from liens and without the payment of 
any compensation by NPC. Amlan Power Holdings Corporation was awarded the IPP Administrator contract for 
the Bakun Plant following a competitive bidding process conducted by PSALM. 
 
In November 2011, and after securing consent from NPC, the Bakun Plant was shut down for the repair of its 
approximately 900 meters of unlined tunnel. The rehabilitation was completed in September 2012. 
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Operations Review 
 
The following table summarizes LHC’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 70 70 - 

Capacity Sold Factor 43.43% 26.48% 64% 

Net Power Generated (MWh) 241,125 36,383 555% 

Average Rate / kWh 2.55 2.52 1% 

 
Power Offtaker 

 
Under the terms of the Bakun PPA, NPC is obligated to purchase, all the electricity generated by the Bakun 
plant. The Bakun PPA provides that NPC will pay LHC “capacity fees”, “energy fees” and “operating fees” all of 
which must be paid even if NPC is unable to receive the electricity generated due to transmission constraints. 
As of December 31, 2013, NPC has paid amounts due under the Bakun PPA in a timely manner. 
 
Capacity fees consist of the “capital recovery fee” and the “service fee.” The capital recovery fee is payable in 
U.S. dollars and payments of the capital recovery fee were “front-loaded” over the first ten contract years of 
the Bakun PPA in order to allow LHC to service its debts. 
 
The capital recovery fee for the first contract year under the Bakun PPA, which began in February 2001, was 
USD90.00/kW per month and this amount declines by approximately USD5.70/kW per month during the first 
seven contract years under the Bakun PPA. The capital recovery fee for the contract year ending in February 
2007 was USD61.05/kW per month. The capital recovery fee for the contract year ending in February 2008, 
which is the seventh contract year under the Bakun PPA, was USD55.38/kW per month and declined to 
USD12.01/kW per month for the contract year ending in February 2009. In the tenth contract year under the 
Bakun PPA, the capital recovery fee was USD9.87/kW per month and was reduced to nil for the remaining 
years of the Bakun PPA. NPC also pays LHC a service fee that is payable in U.S. dollars at a rate of USD25/kW 
per month. The energy fee is also payable in U.S. dollars at a rate of USD0.0365/kWh of electricity generated 
over and above the equivalent energy of the contracted capacity. NPC is not obligated to pay the energy fee 
during situations when the Bakun plant fails to generate electricity in excess of the equivalent energy of the 
contracted capacity. 
 
Under the terms of the Bakun PPA, LHC continues to be paid by NPC at the rate specified above for periods of 
“allowable downtime,” which are days when LHC is permitted to undertake scheduled maintenance activities 
on the Bakun plant and other periods during which LHC is unable to deliver electricity to NPC due to 
circumstances that are not attributable to the fault of LHC. The Bakun PPA allows LHC to schedule 15 
maintenance days during each contract year, with any unused scheduled maintenance days being carried over 
to the next contract year. The Bakun PPA also permits LHC to designate two contract years where it will be 
able to have up to 60 scheduled maintenance days. LHC designated 2005 as one of the contract years where it 
could have up to 60 scheduled maintenance days, which allowed it to undertake extended repair and 
maintenance work on the Bakun plant and to complete the diversion of a portion of the Kayapa Creek to 
provide additional water flow for the Bakun plant. 
 
LHC usually applies and utilizes its allowable downtime during the summer months, when hydrology is at its 
lowest. This enables LHC to undertake normal repair and maintenance on the Bakun plant and its equipment 
while at the same time generating more revenue than the actual hydrology would allow it to generate. 
Furthermore, because water flow during the summer months is low, the Bakun plant can continue operating 
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with only one generating unit and one turbine while the other turbine units are being serviced, thereby 
allowing the plant to continue generating revenue. 
 
Hedcor, Inc. 
 
Hedcor was originally incorporated on October 10, 1986 by ACO as the Baguio-Benguet Power Development 
Corporation. ARI acquired ACO’s 100% ownership interest in Hedcor in 1998. In 2005, ARI consolidated all of 
its mini-hydroelectric generation assets, including those developed by HEDC and Cleanergy, in Hedcor. Hedcor 
currently owns, operates and/or manages run–of–river hydropower plants in northern Luzon and Davao with a 
combined installed capacity of 42 MW. The electricity generated from Hedcor’s hydro plants are taken up by 
NPC, APRI, Davao Light and Benguet Electric Cooperative (BENECO) pursuant to PPAs with the said off takers, 
and the rest are sold through the WESM. 
 
During the full years 2012 and 2013, Hedcor’s hydropower plants generated a total of 168 GWh and 160 GWh 
of electricity, respectively. 
 
Northern Luzon’s climate is classified as having two pronounced season - dry from November to April and wet 
for the rest of the year. Due to this classification, generation levels of Hedcor’s plants, particularly those 
located in northern Luzon, are typically lower during the first five months of each year. 
 
Hedcor used to have 50% equity interest in LHC until it transferred its equity stake to its parent company, ARI, 
througha property dividend declaration in September 2007. 
 
Operations Review 
 
The following table summarizes Hedcor’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 42 42 - 

Capacity Sold Factor 43.32% 45.44% -4.7% 

 

Total Power Sales (MWh) 160,210 167,648 -4.4% 

Bilateral Contracts (MWh) 143,834 160,303 -10.3% 

Spot Market / WESM (MWh) 16,375 7,245 122.9% 

 

Average Selling Price / kWh 5.23 5.29 -1.1% 

Bilateral Contracts 5.30 5.32 -0.4% 

Spot Market / WESM 4.65 4.60 1.1% 

   
Power Offtaker 

 
Hedcor’s contract with its offtakers provides that all the power and energy produced by the hydroelectric 
plants will be sold to its customer. 
 
The following table sets out certain information regarding the PSAs for Hedcor’s mini-hydroelectric plants. 
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Plant/Grid Customer Contract Expiration 

Ampohaw Grid NPC January 2018 

Bakun Grid NPC January 2018 

Ampohaw Grid BENECO April 2009 but with letter of extension 

Bakun Grid BENECO April 2009 but with letter of extension 

Upper Talomo Davao Light New PSA for ERC Approval 

Lower Talomo Davao Light February 2021 

 
Hedcor Sibulan, Inc. 
 
Hedcor Sibulan, a wholly-owned Subsidiary of ARI, is the project company of the Sibulan hydropower project 
(Sibulan Project). The Sibulan Project, which broke ground on June 25, 2007, entailed the construction of two 
run-of-river hydropower plants, Sibulan A and Sibulan B, harnessing the Sibulan and Baroring rivers in Santa 
Cruz, Davao del Sur. The 26 MW Sibulan B started commercial operations in March 2010. The 16.5 MW Sibulan 
A was completed in September 2010. 
 
Hedcor Sibulan is part of a consortium that won the competitive bidding for the 12-year PSA to supply new 
capacity to Davao Light. All the energy generated by Hedcor Sibulan power plants are supplied to Davao Light 
pursuant to the PSA signed on March 7, 2007. The Sibulan Project is registered as a Clean Development 
Mechanism (CDM) project with the United Nations Framework Convention on Climate Change (UNFCCC) under 
the Kyoto Protocol. The project was issued 136,000 tons of carbon credits which will eventually be sold in the 
carbon market.  Sibulan delivered a total of 231 GWh to the Mindanao Grid in 2012. 
 
Hedcor Sibulan is also the project company of the 6.7 MW Tudaya 1 hydropower plant.  Tudaya 1 is now 
commercially operating after receiving the COC from the ERC. The energy produced by Tudaya 1 is sold to 
Davao Light through the power supply agreement signed in 2007. 
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Operations Review 
 
The following table summarizes Hedcor Sibulan’s operating statistics for 2012 and 2013: 
 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 43 43 - 

Capacity Sold Factor 62.22% 52.37% 18.8% 

Net Power Generated (MWh) 231,654 195,499 18.5% 

Average Rate / kWh 5.39 5.34 1.0% 

 
 
Power Offtaker 
 
All of the energy generated by Hedcor Sibulan will be sold to Davao Light. The contract with Davao Light will 
expire inApril 2022. 
 
Hedcor Tamugan, Inc.  
 
Hedcor Tamugan, a wholly-owned Subsidiary of ARI, is the project company organized to build the proposed 
Tamugan run-of-river hydropower project. In 2010, Hedcor entered into a compromise agreement with the 
Davao City Water District to settle the dispute on the Tamugan water rights. Originally planned as a 27.5 MW 
run-of-river facility, Hedcor Tamugan proposed the construction of a 12 MW hydropower plant. After Hedcor 
Tamugan secures all the required permits, the two-year construction period will commence. 
 
Hedcor Tudaya, Inc. 
 
Hedcor Tudaya, a Subsidiary of ARI, is the project company organized to build the 7-MW Tudaya 2 run-of-river 
hydropower plant in Astorga, Santa Cruz, Davao del Sur. The project is now commercially operating. The plant, 
which is intended to sell through the Feed-in-tariff (FIT) mechanism, is now awaiting its FIT eligibility 
certificate. A composite team from the DOE validated the eligibility of Tudaya 2 as a FIT-eligible plant. 
 
Hedcor Sabangan, Inc. 
 
Hedcor Sabangan, a wholly-owned Subsidiary of ARI, is the project company organized to build the proposed 
14-MW run-of-river hydropower project in Sabangan, Mountain Province. As part of the process of getting 
Free and Prior Informed Consent (FPIC) for the project required under the Indigenous Peoples’ Rights Act of 
1997 (IPRA), Hedcor Sabangan signed a MOA with the indigenous peoples of Barangays Namatec and Napua, 
the municipality of Sabangan and the Mountain Province in February, March and July 2011, respectively.   
 
The project broke ground in June 2013, after it was granted all the permits and licenses in the first quarter of 
2013. The estimated cost for this project is Php1.7 bn. The project was awarded the Confirmation of 
Commerciality as FIT Eligible plant by the DOE under Department Circular 2013-05-0009 pursuant to the RE 
Law. Hedcor Sabangan intends to avail of the FIT mechanism. 
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Therma Power, Inc.  
 
TPI is AboitizPower’s holding company for its non-renewable energy projects and has equity interests in the 
following generation companies: 

 
 100% equity interest in TLI, the IPPA of the 700-MW contracted capacity of the Pagbilao Plant in 

Quezon Province; 

 100% equity interest in TMI, owner and operator of Mobile 1 and 2, barge-mounted power plants 
inMaco, Compostela Valley and Nasipit, Agusan del Norte, each with a generating capacity of 100 MW; 

 100% controlling interest in TMO, owner of Mobile 3 – 6, barge-mounted power plants in 
NavotasFishport, Manila with a total generating capacity of 242 MW; 

 26% effective interest in CEDC, which operates a 3 x 82 MW coal-fired power plant in Toledo City, 
Cebu; 

 100% equity interest in TSI, the project company that is currently building a 300 MW circulating 
fluidizedbed coal-fired plant in Toril, Davao City; 

 100% equity interest TVI, the project company that proposes to build a 300 MW coal-fired power plant 
inToledo City, Cebu;  

 25% equity interest in RP Energy, the project company that proposes to build and operate a 600 MW 
coal-fired power plant in Redondo Peninsula in the SBFZ; 

 100% equity interest in TPVI, the project company that bidded for the privatization of the Naga power 
plant, located in Naga City, Cebu. 

 
Therma Luzon, Inc. 
 
TLI, a wholly-owned Subsidiary of TPI, submitted the highest offer in the competitive bidding conducted by 
PSALM for the appointment of an IPPA for the 700-MW contracted capacity of Pagbilao coal-fired thermal 
power plant located in Pagbilao, Quezon (Pagbilao Plant).   
 
On October 1, 2009, TLI became the first IPP Administrator in the country when it assumed the role of the 
registered trader of the contracted capacity of the Pagbilao Plant.  As IPP Administrator, TLI is responsible for 
procuring the fuel requirements of and selling the electricity generated by the Pagbilao Plant. The Pagbilao 
Plant is being operated by TeaM Energy under a BOT scheme. 
 
The IPPA includes the obligation of AboitizPower to pay to PSALM monthly payments based on the bid and 
energy fees equivalent to the amount paid by NPC to the IPP.  TLI made a judgement that under the IPPA, the 
company has substantially acquired all the risks and rewards incidental to ownership of the power plant.  
Accordingly, the company accounted for the agreement as a finance lease and recognized the power plant and 
finance lease obligation at the present value of the agreed monthly payments to PSALM.  The power plant is 
depreciated over its estimated useful life as there is reasonable certainty that the company will obtain 
ownership by the end of the lease term. 
 
Over the past two years TLI’s capacity was contracted to various cooperatives, private distribution utilities, 
directly connected customers, and an affiliated RES,the AESI.  AESI, in turn, sells the power to contestable 
customers under the Open Access regime.  The diversification of the customer base spreads the risk of TLI.  
Most of these bilateral contracts have terms ranging between three (3) to 20 years.  A significant number of 
TLI’s open access customers consume most of their energy during off-peak periods. This results in a customer 
mix with a high load factor. A high load factor customer base is operationally easier to provide for due to the 
minimal fluctuation of plant production and the very predictable fuel consumption, and therefore easier fuel 
procurement. 
 
All bilateral contracts of TLI have the following features to reduce risk: 
 

 Fuel adjustment based on the Newcastle index 

 Foreign exchange adjustment on fuel and operational and maintenance costs 
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 Partial foreign exchange adjusment for capital recovery costs (to match USD IPPA payments to 
PSALM) 

 Inflation adjustments on operation and maintenance costs, including variable O&M charge 
 
In addition, most of TLI’s contracts have minimum contracted energy requirements.  
 
On February 26, 2010, the BOI approved the Company’s application as a New IPP Administrator of the 700 MW 
Pagbilao Coal Fired Thermal Power Plant Project under Energy with Non-Pioneer Status under the Omnibus 
Investments Code of 1987.  On April 21, 2010, the BOI granted the Company’s request for the adjustment of 
the commencement of its ITH availment period from February 26, 2010 to January 1, 2010. Among other 
incentives, the BOI granted the company an ITH for a period of four (4) years without extension from January 
1, 2010 or actual start of operation, whichever is earlier but in no case earlier than the date of 
registration.  The ITH incentives shall be limited only to the sales/revenue generated from the sale of 
electricity of the power plant.  Based on this schedule, TLI will be subject to a 30% corporate income tax 
beginning January 2014. 
 
In March 2013, TLI signed an ASPA with NGCP covering firm contracted capacities for contingency reserves at 
60 MW during off-peak hours for the Pagbilao plant.  The ASPA is valid for five years from the issuance of a 
provisional or final approval by the ERC.  A PA from the ERC has been obtained, paving the way for the 
implementation of TLI’s new ASPA for the Pagbilao plant starting July 26, 2013.  Nominations and acceptance 
of nominations is subject to renewal of the accreditation of the Pagbilao Plant as an ancillary service provider.  
 
Operations Review 
 
The following table summarizes TLI’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 700 700 - 

Capacity Sold Factor 87.74% 68.83% 27.5% 

 

Power Sales (MWh)    

Bilateral Contracts (MWh) 4,002,888 3,489,875 -31.1% 

Spot Market / WESM (MWh) 511,739 742,499 -31.1% 

Total Power Sales (MWh) 4,514,627 4,232,374 6.7% 

 

Average Selling Price / kWh    

Bilateral Contracts 4.37 5.07 -13.7% 

Spot Market / WESM 5.23 5.65 7.4% 

Weighted Average Selling Price / 
kWh 

4.47 5.17 -13.5% 

 

Coal + Energy + PUurchase Power 
cost / kWh 

2.65 2.61 1.5% 
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Power Offtaker 
 
TLI’s generating capacity is sold through bilateral power supply contracts. It also offers 30 MW of its offpeak 
capacity as firm ancillary and a portion of its peak capacity on a non-firm basis to NGCP. Excess capacity is sold 
on a merchant basis through spot. 
 
TLI’s largest bilateral customer is Meralco. Revenue recognition for sale of power to Meralco under the power 
supply contract assumed under the IPP Administration Agreement are billed based on the contract price which 
is calculated based on the pricing structure approved by the ERC.  Rates are calculated based on the time-of-
use pricing schedule with corresponding adjustments using GRAM and ICERA.The related TSC with Meralco 
was already replaced by a PSA that became effective December 26, 2012.  
 
On February 29, 2012, PSA with Meralco for 350MW capacity of Pagbilao Power Plant was signed.  The term of 
the agreement commenced on December 26, 2012, after the same was approved by the ERC last December 
17, 2012, and shall expire on the date falling seven (7) years after the effectivity date, unless terminated 
earlier in accordance with the terms of the agreement.  Under the agreement, TLI will sell to Meralco capacity 
and electrical output from Pagbilao Power Plant.  Meralco, on the other hand, will purchase contract capacity 
and electrical output of the Pagbilao Power Plant. 
 
The payment to be made by Meralco in each billing period during the term of the contract shall consist of a 
Capacity and Energy payment.  The Capacity Payment consists of Monthly Capacity Payment and Monthly 
Fixed O&M, and the Energy Payment consists of Fuel Payment, Variable O&M and Replacement Power. 
 
On December 26, 2012, the DOE and the ERC declared the Implementation of RCOA with commercial 
operation commencing on June 26, 2013.   
 
In June 2013, the Company entered into a Power Supply Contract with AESI, a licensed RES company and 
began its supply contract on the same month.  AESI provides retail supply requirements to contestable 
customers located within the Meralco franchise. 
 
TLI has also been entering into power supply agreements with customers who are billed for contracted price 
based on a coal-linked pricing scheme and pass on charges for WESM line rental charges and WESM net 
settlement surplus, as enumerated below: 
 

 Atlantic Gulf and Pacific Company of Manila* 

 Babcock-Hitachi (Phils.), Inc. 

 Batangas Bay Terminal Inc. 

 Batangas City Water District 

 Benguet Corporation 

 Bicol Ice Plant 

 Cabanatuan Electric Corp.** 

 Central Luzon State University 

 Cocochem Agro-Industrial Park Inc. 

 Currimao Aluminum Corp. 

 Ecosystems Research and Development Bureau*** 

 Ecozone Power Management Inc. 

 Embarcadero Land Ventures Inc. 

 Forest Product Research and Development Inc. 

 Gapan Ice Plant & Cold Storage 

 Goodfound Cement Corp. 

 Ibaan Electric & Engineering Corp. 

 Keppel Phils. Marine Inc.* 

 Lima Utilities Corp. 

 Melters Steel Corp. 
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 Partido Rice Mill Corp. 

 Phil. Associated Smelting & Refining Corp.  

 Purity Ice Plant 

 Subic Enerzone Corp. 

 Wan Chiong Steel Corp.  
 
Notes: 
*Already transferred to ADVENT in 2014 
**Expired in 2013 
***Transferred from APRI; started Jan 2014 
 

As approved by the PEMC, effective on October 1, 2009, the Company is a trading participant and direct 
member under the generator sector of the WESM.  The Company is allowed to access the WESM Market 
Management System through its Market Participant Interface (MPI).  The MPI is the facility that allows the 
trading participants to submit and cancel bids and offers, and to view market results and reports.  Under its 
price determination methodology as approved by the ERC, LMP method is used in computing prices for energy 
bought and sold in the market on a per node, per hour basis.   
 
Fuel Supply 
 
The Company enters into short-term coal supply agreements. As of April 1, 2014 and up to March 31, 2015, 
aggregate contracted coal supply of 1,258,271 MT with dollar value of USD76 mn.Terms of payment are by 
letter of credit where payment is due at sight against presentation of documents, and by telegraphic transfer 
where payment is due within 7 days from receipt of original invoice. 
 
Pagbilao Energy Corporation  
 
TPI and TeaM Energy entered into a Joint Development Agreement effective May 31, 2012 to develop, own 
and operate a third generating unit with a net capacity of 400 MW at the Pagbilao Plant.  PEC was formed as 
the ownership vehicle for the third unit (Pag3).  An Environmental Clearance Certificate (ECC) was issued by 
the Environmental Management Bureau of the Department of Environment and Natural Resources (DENR) on 
June 18, 2013.  
 
In May 2014, PEC entered into an EPC contract with a consortium comprised of Mitsubishi Hitachi Power 
Systems Ltd., Daelim Industrial Co. Ltd., DESCO Inc. and Daelim Philippines Inc., for the project.  PEC also 
signed an Omnibus Agreement to finance the construction of Pagbilao Unit 3 with a consortium of lender-
banks to obtain loans and credit accommodations in the amount of up to Php33.31 bn.Commercial operations 
of Unit 3 are targeted within the year 2017. 
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Abovant Holdings, Inc. and Cebu Energy Development Corporation 
 
Incorporated on November 28, 2007, Abovant is a joint venture formed to hold investments in a power plant 
in Barangay Daanlungsod, Toledo City, Cebu. Abovant is 60% owned by TPI, a wholly-owned Subsidiary of 
AboitizPower, and 40% owned by Vivant Integrated Generation Corporation (VIGC) of the Garcia Group. 
 
Abovant and Global Formosa, a joint venture between Global Business Power Corporation of the Metrobank 
Group and Formosa Heavy Industries, Inc., formed CEDC. CEDC is the owner of the 3 x 82-MW circulating-
fluidized-bed coal-fired power plant situated within the Toledo Power Complex in Barangay Daanlungsod, 
Toledo City, Cebu. With Abovant’s 44% stake in CEDC (Global Formosa owns the remaining 56%), 
AboitizPower’s effective interest in the power plant, which experienced its one full year of full commercial 
operations in 2012, is approximately 26.4%. 
 
The first 82 MW unit was commissioned in February 2010, while the second and third units were 
commissioned in the second and fourth quarter of 2010, respectively. The power generated from the power 
plant provided for the much needed security to the power supply of the province of Cebu.  
 
CEDC’s additional power supply will be needed with the presence in the Toledo-Balamban area of large 
industries such as Carmen Copper Corporation, the shipbuilding facility of THI, the modular fabrication facility 
of Metaphil International, and the newest locator in WCIP, Austal Philippines Pty. Limited.  
 
Operations Review 
 
The following table summarizes CEDC’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 216 220 -1.8% 

Capacity Sold Factor 92.39% 100.45% -8.0% 

Total Power Sales (MWh) 1,477,419 1,492,269 -1.0% 

Average Rate / kWh 5.21 5.83 -10.7% 

 
Power Offtaker 
 
CEDC had signed an EPPA with VECO for the supply of 105 MW of electricity for 25 years. To date, it also has 
an EPPA with PEZA-MEZ I, Mactan Electric Company, Inc., BEZ, Cebu I Electric Cooperative, Inc., Cebu II Electric 
Cooperative, Inc., Cebu III Electric Cooperative, Inc. and Bohol Electric I Cooperative, Inc. All its EPPAs provide 
contracted minimum energy offtake with fuel as pass through. 

 
Fuel Supply 
 
In order to ensure that there is an adequate supply of coal to operate the power plants, CEDC has entered into 
a 10-year coal supply agreement with Semirara Mining Corporationon May 31, 2010. The Company guarantees 
to purchase from Semirara 300,000 metric tonsper year at a base price of Php2,300 per metric ton, subject to 
adjustments provided in theagreement. 
 
CEDC also has a contract with PT Adaro Indonesia for 10 years. The contract was effective as of January 1, 2010 
at a contact price in accordance with the pricing scheme provided in the CSA, subject to adjustments provided 
in the agreement. The term may only be extended until October 21, 2022. The total quantity of coal to be 
delivered per year shall be 250,000 metric tons and the Company has the option to call 10,000 metric tons per 
calendar year. 
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In addition, CEDC has a 5-year contract with Coal Orbis AG, which began to take into effect as of January 1, 
2010 at a contact price in accordance with the pricing scheme provided in the CSA, subject to adjustments 
provided in the agreement. The term may only be extended mutually in writing by both parties prior to the 
expiration date of the CSA for another period of five (5) years, but in no event beyond the expiration date of 
the Coal Cooperation Agreement between Coal Orbis AG and PT BBE, unless the same Coal Cooperation 
Agreement is extended. The total quantity of coal to be delivered per year shall be 150,000 metric tons and 
the Company has the option for an additional 50,000 metric tons +/-10% per calendar year under the same 
terms and conditions of the CSA to be elected on an annual basis at least three (3) months before the next 
contract year. 
 
STEAG State Power Inc. 
 
AboitizPower closed the sale and purchase of 34% equity ownership in STEAG Power from Evonik Steag GmbH 
(now STEAG GmbH or STEAG) on November 15, 2007.  
 
Incorporated on December 19, 1995, STEAG Power is the owner and operator of a 232-MW (gross) coal-fired 
power plant located in PHIVIDEC Industrial Estate in Misamis Oriental, Northern Mindanao. The coal plant was 
built under a BOT arrangement and started commercial operations on November 15, 2006. The coal plant is 
involved in a 25-year PPA with the NPC, which is backed by a Performance Undertaking issued by the Republic 
of the Philippines. STEAG Power was registered with the BOI as a pioneer enterprise with six-year ITH 
incentive. The incentive expired on November 14, 2012. 
 
With its 34% stake in STEAG Power, AboitizPower is the equity partner of the majority stockholder STEAG, 
Germany’s fifth largest power generator, which currently holds 51% equity in STEAG Power. La Filipina Uy 
Gongco Corporation holds the remaining 15% equity in STEAG Power. STEAG Power’s COC was renewed by the 
ERC and is now effective until May 2016. 
 
Operations Review 
 
The following table summarizes STEAG’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 210 210 - 

Capacity Sold Factor 96.58% 95.24% 1.4% 

Net Power Generated (MWh) 1,484,626 1,515,963 -2.1% 

Average Selling Price / kWh 5.21 5.83 -16.7% 

 
Offtaker 
 
The coal plant is subject to a 25-year power purchase agreement with the NPC, which agreement is backed by 
a Performance Undertaking issued by the Republic of the Philippines. 
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Fuel Supply 
 
STEAG Power has an existing long-term coal supply agreement with PT Jorong Barutama Greston of Indonesia. 
The long-term supply contract with PT Jorong Barutama Greston is up to 2019. Base price is fixed with capped 
annual escalation. 
 
Redondo Peninsula Energy, Inc.  
 
Incorporated on May 30, 2007, RP Energy was originally a joint venture between AboitizPower and TCIC.  On 
July 22, 2011, MPGC acquired a majority interest in RP Energy by virtue of a SPA with TPI, a wholly-owned 
Subsidiary of AboitizPower.  The Company and TCIC retained an equal ownership interest of 25% less one 
share each. In view of increasing power demand in the Luzon Grid and with the entry of MPGC, RP Energy 
expanded its original proposal to build and operate a 300-MW coal-fired power plant on Redondo Peninsula of 
Subic Bay within the SBFZ into a 2 x 300-MW (net) power plant.   
 
RP Energy has completed the voluntary relocation of all affected residents in the site in accordance with 
existing Philippine rules and regulations and accepted international standards. In November 2011, RP Energy 
designated the suppliers of the circulating-fluidized-bed boilers, steam turbines, generators and supporting 
auxiliaries that ultimately will be engaged as subcontractors by the selected EPC contractor.  
 
Several milestones were achieved by RP Energy in the year 2012. The company’s discussions with the SBMA on 
certain improvements of the key provisions of the Lease Development Agreement (LDA) have been 
substantially completed.  The BOI also issued a Notice of Approval in favor RP Energy for its application for 
registration with incentives, subject to RP Energy’s acceptance of certain conditions set by the BOI.  To date, 
RP Energy has submitted its concurrence to such conditions and is awaiting for the formal registration of the 
project with the BOI. 
 
On November 15, 2012, RP Energy was issued an amended ECC to cover two high-efficiency 300-MW (net) 
units with main steam reheat systems.  Site preparation is substantially completed.  The EPC contract has been 
awarded to Hyundai with Foster Wheeler and Toshiba as major subcontractors/suppliers of the CFB boilers 
and turbines, respectively. Hyundai has not been notified to proceed with the works, however, because of the 
filing with the Supreme Court of a petition for a Writ of Kalikasan and environmental protection order by an ad 
hoc group of individuals and organizations.  The petition was remanded to the Court of Appeals for a hearing.  
The Court of Appeals denied the issuance of Writ of Kalikasan for lack of merit, but nonetheless, nullified RP 
Energy’s Environmental Compliance Certificate and land lease with SBMA on grounds of DENR non-compliance 
with procedural requirements and SBMA failure to secure LGU approvals/endorsements, respectively. This 
decision is the subject of three Petitions for Review on Certiorari to the Supreme Court filed by RP Energy, 
DENR and SBMA. In view of the legal dispute, the commercial operation of the power plant is dependent on 
when these petitions will be favorably decided by the Supreme Court.  
 
In 2012, RP Energy received three major awards from Philippine Quill Awards and bagged the Anvil Awards for 
its corporate social responsibility and public relations initiatives for its stakeholders. 
 
Therma South, Inc.  
 
Incorporated on November 18, 2008, TSI is a wholly-owned Subsidiary of TPI and is the project company for 
the construction of the 300-MW circulating-fluidized-bed coal-fired power plant in Barangay Binugao, Toril 
District, Davao City and Barangay Inawayan, Sta. Cruz, Davao del Sur. 
 
Through TSI’s close engagement and consultation with key stakeholders, including the conduct of dialogues, 
road shows and information drives, the company has carefully explained the urgent need to build the plant in 
order to alleviate the worsening power supply situation in Davao and the entire Mindanao. It also gave firm 
assurances that the construction and operations of the plant will meet stringent national and international 
emission standards. These efforts led to the strong support for the project by the host barangays, business and 
professional organizations and civic groups. Ultimately, the project received the overwhelming endorsement 
of the local government units in the city of Davao and the municipality of Sta. Cruz in Davao del Sur. 
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On September 9, 2011, the DENR - EMB issued the ECC for the power project. In August 2011, TSI acquired the 
land where the plant will be located. On February 15, 2012, the Department of Agrarian Reform released the 
conversion order for the land. 
 
On April 10, 2012, upon receipt of all necessary permits, the site preparation contractor began clearing the 
site. In June 2012, the EPC contracts were executed with the Power Island contractor and the Balance of Plant 
contractor with an effective project start date of June 1, 2012. 

 
As of December 2013, the construction progress of the above-mentioned plant continues to be on track. The 
overall project is approximately 67% complete, with back-feed power and initial commissioning activities due 
to start in the second quarter of 2014. Construction staff is over 2,500, many of them are residents of the local 
communities. The construction of the first plant (with capacity of 150MW) is on schedule and is expected to 
become operational in the first quarter of 2015. The second plant (with capacity of 150MW) will be 
operational within three months thereafter. 
 
On October 16, 2013, TSI secured a Php24.0 bn loan from a consortium of banks to finance the construction 
and operation of the plant. BDO Capital & Investment Corporation acted as Issue Manager and Lead Arranger, 
while BDO Unibank,Inc. - Trust and Investments Group was appointed as Trustee and Facility Agent. 
 
Davao City’s legislative council has approved a resolution that will allow TSI to expand its capacity from 300 
MW to 645 MW. 
 
Therma Visayas, Inc. 
 
TVI (formerly known as Vesper Industrial and Development Corporation) was incorporated on October 15, 
1997.  
 
In view of the increasing power demand in the Visayas Grid, TVI plans to build and operate a 2 x 150 MW (net) 
coal-fired power plant in Barangay Bato, Toledo City, Cebu, with provisions for the future addition of a third 
generating unit. Commercial operation of the first unit is expected to start by middle of 2017 with the second 
unit following in threemonths. 
 
In 2013, the company received the ECC for the project and completed a Grid Impact Study which is currently 
being reviewed by the NGCP. It also completed the collection of physical data at the project site in late 2012, 
including topography, hydrography, onshore and offshore subsurface investigations, and other tests. 
 
In May 2014, TVI signed an EPC contract with Hyundai Engineering Co., Ltd. and Galing Power Energy Co., Inc. 
after two months of negotiations.  Upon signing the contract, TVI will be issuing a limited Notice to Proceed to 
perform design engineering and detailed physical data collection in preparation for the construction plant. TVI 
is targeted to go online by third quarter 2017. 
 
Therma Marine, Inc. 
 
TMI is a wholly-owned Subsidiary of TPI. It owns and operates Power Barges Mobile 1 (previously known as PB 
118) and Mobile 2 (previously known as PB 117) which have a total generating capacity of 200 MW. Mobile 1 is 
currently moored at Barangay San Roque, Maco, Compostela Valley, while Mobile 2 is moored at Barangay Sta. 
Ana, Nasipit, Agusan del Norte. 
 
TMI assumed ownership of Mobile 1 and Mobile 2 from PSALM on February 6, 2010 and March 1, 2010, 
respectively, after the successful conclusion of the USD30 mn negotiated bid for the barges on July 31, 2009. 
After acquisition, TMI signed a one-year ASPA with NGCP with respect to each barge for the supply of AS 
consisting of contingency reserve, dispatchable reserve, reactive power support and blackstart capacity for the 
Mindanao grid. The ASPA involving the power barges is for the supply of 50-MW firm ancillary power to NGCP. 
The contracts were extended for another year and expired last February 5 and March 1, 2012 for Mobile 1 and 
Mobile 2, respectively. The 192.2-MW dependable capacities of TMI are currently being sold to various 
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cooperatives, industrial and commercial customers in Mindanao under ESAs, all of which were approved by 
the ERC and are in effect. The ESAs are still outstanding and the new expiry dates will be in 2016 to 2017 with 
the recent contract extensions. 
 
Operations Review 
 
The following table summarizes TMI’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 192 192 - 

Capacity Sold Factor 91.63% 93.53% -2.3% 

Net Power Generated (MWh) 843,118 613,087 37.5% 

Average Selling Price / kWh 7.61 9.04 -15.8% 

 
Power Offtaker 
 
On August 1, 2010, TMI entered into an ESA with PILMICO, an affiliate owned by AEV, for a period of three (3) 
years.  

 
The company also entered into ESAs with Davao Light, a related company, and various electric cooperatives in 
2010 but the effective date only began in 2011 after satisfying all the terms and conditions indicated in the 
agreement.  The ESAs cover a period of one year, renewable for another one year period upon mutual 
agreement by the company and its customer, subject to the approval of the ERC. 

 
In 2013 and 2012, TMI entered into ESAs with private companies and electric cooperatives for a period of 
three years.  ERC issued provisional approvals for the ESAs in 2013 and 2012. Listed are the customers with 
ESAs with TMI: 

 
  Agusan del Norte Electric Cooperative 

  Agusan del Sur Electric Cooperative 

  Bukidnon Second Electric Cooperative 

  Camiguin Electric Cooperative 

  Cotabato Electric Cooperative  

  Davao del Norte Electric Cooperative 

  Davao del Sur Electric Cooperative 

  Davao Oriental Electric Cooperative 

  Misamis Occidental Electric Cooperative I 

  Misamis Occidental Electric Cooperative II 

  South Cotabato Electric Cooperative I 

  South Cotabato Electric Cooperative I 

  Sultan Kudarat Electric Cooperative 

  Surigao del Norte Electric Cooperative 

  Surigao del Sur Electric Cooperative I 

  Surigao del Sur Electric Cooperative II 

  Zamboanga City Electric Cooperative 

  Zamboanga del Norte Electric Cooperative 

  Zamboanga del Sur Electric Cooperative I 

  Zamboanga del Sur Electric Cooperative II 

  Holcim Philippines Inc. 

  APEX Mining Company, Inc. 
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The amount to be billed to and paid by the customers is calculated based on fixed capacity and energy fees per 
kWh, fixed operations and maintenance fees per kWh adjusted for inflation, and fuel oil and lube oil rates 
based on actual cost. 
 
In 2012, the ERC issued its Final Approval of the ESAs with some modifications on the applicable rates. TMI and 
its customers were thus directed to devise schemes for refund of the difference between the final and the 
provisionally approved rates. 
 
On November 25, 2013, the ERC issued its order for TMI to refund the amount of Php180 mn to its customers 
for a period of six (6) months with equal installments per month. TMI’s customers were likewise directed to 
refund the said amount to their own customers and to submit to ERC a report on its monthly collection from 
TMI and refund to its customers for monitoring and verification purposes. As of December 31, 2013, the 
Company recorded Php180 mn of payables to its customers for the said refunds. 
 
TMI and NGCP agreed to enter into an ASPA for each power barge to provide ancillary services to the 
Mindanao Grid on February 1, 2010.  The term of each agreement shall be for a period of one year 
commencing upon approval or grant of PA by the ERC and may be renewed for another one year after the end 
of the initial term by mutual agreement of the Company and the NGCP.  The ERC granted provisional authority 
for the ASPA of PB 118 and PB 117 on March 8, 2010 and March 24, 2010, respectively.  Final approval of both 
ASPAs was made on October 4, 2010.  The amount to be billed to and paid by the NGCP as ancillary service 
charge is calculated based on applicable rates and billing mechanics duly approved by the ERC.  The term of 
the ASPAs for PB 118 and PB 117 is valid only until February 5, 2012 and March 1, 2012, respectively.  TMI sold 
the capacities available after the expiration of the ASPAs to distribution companies and electric cooperatives. 
 
On February 5, 2010, the Company and PSALM entered into a Load Allocation and Settlement Agreement 
(LASA) for PB118 and PB117.  Under the LASAs, PSALM will pay the company based on Mindanao Time of Use 
(TOU) rates for the electrical energy consumed by PSALM’s existing customers’ incidental to the dispatch by 
Mindanao Systems Operations - NGCP as an ancillary service provider to the Mindanao Grid.  Consequently, 
the revenues resulting from incidental electric energy delivered to PSALM’s Mindanao load customers will be 
deducted from the Company’s billings to NGCP arising from the ASPA.  Since the term of the LASA coincides 
with the ASPA, in 2012, the LASA has already expired simultaneously with the end of the ASPA. 
 
Fuel Supply 
 
The fuel supply for TMI is currently provided by Shell and Petron for Mobile 1 and Mobile 2, respectively, 
pursuant to their respective Fuel Oil Sales Agreements (FOSA). 
 
The respective FOSAs of Petron and Shell provides that the fuel oil delivered by Shell and Petron must meet 
the specification and quality standards specified by TMI, with Shell and Petron assuming responsibility for any 
direct costs and expenses incurred by TMI if the fuel oil delivered by them do not meet TMI’s stability and 
compatibility standards.  Pricing for the fuel oil is based on formulae set out in the FOSA.  Pricing structure 
agreed upon will be subject to review for any subsequent extension or renewal of the FOSA’s. 
 
Shell and Petron assume responsibility for compliance with all applicable safety and environmental regulations 
and are required to undertake, at their own expense, any clean up activities resulting from any spills or 
discharges, unless these are caused by TMI’s fault or negligence. 
 
Under the terms of the Shell FOSA, Shell is required to supply 264,000,000 liters of HFO for the period 
September 2010 to August 2012, while the Petron FOSA requires Petron to supply 216,000,000 liters of HFO 
for the period July 2010 to June 2012, or until the contracted volumes have been fully delivered.  The 
contracted volumes are based on both barges estimated consumptions for two years.  The contracted volumes 
with both fuel suppliers were fully delivered as of February 2014.  Currently, the FOSAs are extended and both 
fuel suppliers continue delivering fuel to TMI under the same terms and conditions of the old FOSA until a new 
FOSA will be agreed upon. 
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Therma Mobile, Inc. 
 
TMO is a wholly-owned Subsidiary of TPI. On May 27, 2011, TMO acquired four barge-mounted floating power 
plants located at Navotas Fishport, Manila from Duracom Mobile Power Corporation and East Asia Diesel 
Power Corporation. The barge-mounted floating power plants have a total generating capacity of 242 MW. 
 
The barges have undergone rehabilitation starting July 2011, and on November 12, 2013, the 100 MW barge-
mounted plants started their commercial operations. The remaining units of the barges were completed on 
November 27, 2013. 
 
Operations Review 
 
TMO started commercial operations on November 12, 2013 for Mobile 3, 5 and 6and November 28, 2013 for 
Mobile 4. Energy sold from these barges in 2013 amounted to 36 GWh at an average selling price of Php10.85 
/ kWh. 
 
Power Offtaker 
 
TMO signed a PSA with MERALCO wherein TMO will supply the latter with electric energy generated from the 
power plant barges for a period of three (3) years and nine months from September 27, 2013 until June 25, 
2017. Under the PSA, the Company shall meet the peaking requirements of MERALCO and its power supply 
requirements during the Malampaya Gas Facility shutdown for scheduled maintenance and the company shall 
be responsible for the rehabilitation of the power barges plant, testing and commissioning which shall also 
own, operate, manage and maintain for the purpose of converting fuel to electric energy. 
 
On November 4, 2013, the ERC provisionally approved the PSA between TMO and MERALCO subject to ERC 
base rates and conditions. 
 
Fuel Supply 
 
TMO sources its heavy fuel oil and lube oil requirements from Pilipinas Shell and Petron Corp., respectively. To 
date, TMO has no fuel supply agreement yet. 
 
East Asia Utilities Corporation 
 
On April 20, 2007, AboitizPower acquired 50% ownership interest in EAUC from El Paso Philippines, which still 
owns the other 50% interest in EAUC. EAUC was incorporated on February 18, 1993. It has been operating a 
Bunker C-fired power plant (with an installed capacity of 50 MW) within MEPZ I in Mactan Island, Cebu since 
1997. Pursuant to the EPPA with the PEZA, which took effect on April 26, 2011, PEZA shall purchase from EAUC 
22 MW electric power. EAUC also signed an EPPA with BEZ for the supply of power equivalent to 5.255 MW for 
a period of five years, starting May 25, 2011 until May 25, 2016. On December 26, 2010, EAUC started 
supplying power through the WESM. 
 
Operations Review 
 
The following table summarizes EAUC’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 43 43 1.2% 

Capacity Sold Factor 69.65% 71.06% -2.0% 
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Net Power Generated (MWh) 105,980 85,619 23.8% 

Bilateral Contracts (MWh) 85,442 59,761 43.0% 

Spot Market / WESM (MWh) 20,538 25,857 -20.6% 

 

Average Selling Price / kWh 10.06 13.08 -23.1% 

Bilateral Contracts 9.40 11.14 -15.6% 

Spot Market / WESM 12.82 17.59 -27.1% 

 
Power Offtaker 
 
EAUC was registered with the Philippine Economic Zone Authority (PEZA) on April 27, 1998 as amended on 
April 23, 2009, as an Ecozone Utilities Enterprise providing electric power to the MEZ and WCIP-SEZ, pursuant 
to the provisions of Republic Act No. 7916, otherwise known as the Special Economic Zone Act of 1995. 
 
On April 28, 2011, EAUC and BEC entered into an EPPA for five (5) years effective up to May 25, 2016 with a 
Contracted capacity of 5.255 MW billed on a monthly basis. 
 
On April 29, 2011, PEZA and EAUC signed an EPPA for 10 years effective up to April 25, 2021 with a contracted 
capacity of 22 MW billed on a monthly basis.  PEZA allows EAUC to sell up to 50% of its capacity to other 
customers subject to PEZA issuance of LOA and EAUC’s compliance with applicable PEZA and WESM Rules and 
Regulations.  The LOA is effective until April 25, 2015 and subject to renewal.   
 
The EPPAs between PEZA and EAUC, and BEC and EAUC include Capacity Fee and Energy Fee components.  
 
On December 26, 2010, the WESM in the Visayas Grid started commercial operations and EAUC started trading 
as a direct participant.  
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Fuel Supply 
 
The fuel supply for the EAUC plant is currently provided by Petron pursuant to a FOSA. Petron agreed to 
provide industrial fuel oil to EAUC for the period from July 1, 2010 to June 30, 2012 at an estimated volume of 
72 mn liters.  In the event that actual quantities consumed by EAUC would be less than the estimated 
quantities as of June 30, 2012, the FOSA shall be extended until the contracted volume is attained. 
 
EAUC also entered into an Industrial Diesel Oil Agreement with Petron for a period October 1, 2010 to 
September 30, 2012 at an estimated volume of 480,000 liters for EAUC, a combined volume of 1.98 mn liters 
with CPPC and TMI, whichever comes later. 
 
The fuel oil and diesel oil delivered by Petron must meet the specification and quality standards specified by 
EAUC, with Petron assuming responsibility for any direct costs and expenses incurred by EAUC if the fuel oil 
and diesel oil delivered by it do not meet EAUC’s stability and compatibility standards. Pricing for the fuel oil 
and diesel oil is based on formulae set out in the FOSA and the Industrial Diesel Oil Agreement. 
 
Petron is responsible for managing EAUC’s inventory of fuel oil and diesel oil and guarantees that at any time 
that EAUC will have at least five days of inventory in EAUC’s storage tanks. Petron also assumes responsibility 
for compliance with all applicable safety and environmental regulations and is required to undertake, at its 
own expense, any clean up activities resulting from any spills or discharges, unless these are caused by EAUC’s 
fault or negligence. 
 
Petron is subject to penalty provisions under the FOSA, in the event that it fails to comply with its fuel supply 
obligations under the FOSA and Industrial Diesel Oil Agreement and EAUC is unable to source fuel oil and 
diesel oil from alternative sources. 
 
Cebu Private Power Corporation 
 
Incorporated on July 13, 1994, CPPC owns and operates a 70-MW Bunker C-fired power plant, one of the 
largest power plants in the island of Cebu. Commissioned in 1998, the CPPC plant was constructed pursuant to 
a BOT contract to supply 62 MW of power to VECO.  
 
On April 20, 2007, AboitizPower acquired from EAUC 60% of the outstanding common shares of CPPC.  The 
remaining 40% of the outstanding common shares in CPPC is owned by Vivant, who together with 
AboitizPower are the major shareholder of VECO.  VECO owns all of the outstanding preferred shares of CPPC, 
which type of shares comprise approximately 20% of the total outstanding capital stock of CPPC.  On 
December 26, 2010, CPPC started selling its excess capacity through the WESM. 
 
On July 16, 2013 CPPC and VECO filed an application for a new PSA with the ERC which contemplates a slightly 
lower electricity rate than its existing rate.  It shall take effect upon approval of the ERC and shall expire ten 
years thereafter. 
 
Operations Review 
 
The following table summarizes CPPC’s operating statistics for 2012 and 2013: 
 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 66 66 - 

Capacity Sold Factor 95.62% 96.89% -1.3% 

 

Net Power Generated (MWh) 164,469 174,926 -6.0% 



 

 95 

 FY 2013 FY 2012 % change 

Bilateral Contracts (MWh) 152,340 155,385 -2.0% 

Spot Market / WESM (MWh) 12,156 19,540 -37.8% 

 

Average Selling Price / kWh 10.95 12.00 -8.8% 

Bilateral Contracts 11.05 11.59 -4.6% 

Spot Market / WESM 9.65 15.29 -36.9% 

 
Power Offtaker 
 
On February 7, 1997, CPPC signed a PPA with VECO.  The PPA provides that CPPC shall at its cost, design, 
develop, finance, and construct power plant facilities; maintain and operate the same; and supply power to 
VECO who agrees to buy a pre-agreed minimum off-take from CPPC at a rate not to exceed 98.0% of the 
effective billing rate of NPC to VECO based on contracted demand and energy. 
 
The term of the PPA is 15 years commencing from the date of commercial operations (November 25, 1998), 
unless terminated in accordance with the provisions of the PPA but in no event to extend beyond the term of 
the present franchise of VECO.  The PPA may be renewed or extended subject to the mutual agreement of the 
parties to the terms and conditions applicable to any such renewal.  Upon expiration of the 15-year 
cooperation period, CPPC shall transfer, convey, and assign the power plant to VECO without cost, except for 
applicable taxes thereon which shall be for the account of VECO. 
 
The company and VECO negotiated for the renewal and/or extension of the PPA which expired on November 
25, 2013.  The PPA renewal agreement was signed on July 12, 2013.  An application for its approval was filed 
with the ERC, and a hearing was conducted on October 4, 2013.  While the application is awaiting approval, 
the ERC granted permission for the continued supply of the company to VECO with the same terms and 
conditions prior to its expiration, until the approval of the application. 
 
Fuel Supply 
 
On August 26, 2010, CPPC entered into a FOSA with Petron.  Under the terms and conditions of the FOSA, 
Petron shall supply/sell and deliver to CPPC its heavy fuel oil requirements for a period of 24 months (from July 
1, 2010 to June 30, 2012) at an estimated monthly volume of 4 mn liters (or 96 mn liters for the 24-month 
period).  The actual quantities may vary from month to month and are contingent of the actual electricity 
generation of CPPC’s power plant.  Further, heavy fuel oil delivered is on a consignment basis.   

 
In the event that actual quantities consumed by CPPC would exceed the estimated monthly volumes before 
the expiration of the supply period, the FOSA shall remain valid and in force up to the end of the supply period 
and Petron shall supply additional volumes to cover the fuel oil consumption of CPPC until June 30, 2012.  On 
the other hand, in the event that actual quantities consumed by CPPC would be less than the estimated 
quantities as of June 30, 2012, the FOSA shall be extended until contracted volume is attained.   

 
As of June 30, 2012, as CPPC’s fuel oil consumption has not yet reached the agreed volume stipulated in the 
FOSA, the term of the FOSA has been extended until the contracted volume is fully consumed.   

 
The delivered heavy fuel oil volume is 16.3 mn liters and 37.3 mn liters in 2013 and 2012, respectively.  As of 
June 30, 2013, the contracted volume has been reached. 
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From July 2013 to December 2013, Petron continuously supplied heavy fuel oil to CPPC following the contract 
price in the August 26, 2010 FOSA.  CPPC currently sources its fuel from Petron and Shell. 
 
On August 17, 2010, CPPC, together with EAUC and TMI entered into a new Industrial Diesel Oil Agreement 
with Petron for a period of 24 months from October 1, 2010 to September 20, 2012 at an estimated monthly 
volume of 60 thousand liters (1.44 mn liters for the 24-month period) for CPPC. 
 
As of September 20, 2012, as CPPC’s fuel oil consumption has not yet reached the agreed volume stipulated in 
the agreement, the term of the agreement has been extended until contracted volume is fully consumed. 

 
The delivered industrial diesel oil volume are 0.44 mn liters and 0.46 mn liters for 2013 and 2012, respectively.  
As of December 2013, CPPC already reached the volume initially assigned. 
 
Southern Philippines Power Corporation 
 
SPPC is a joint venture among AboitizPower, Alsing Power Holdings, Inc. and Tomen Power (Singapore), Pte 
Ltd. AboitizPower has 20% equity interest in SPPC, which owns and operates a 55-MW Bunker C-fired power 
plant in Alabel, Sarangani, a town located outside General Santos City in Southern Mindanao. 
 
Operations Review 
 
The following table summarizes SPPC’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 55 55 - 

Capacity Sold Factor 100.00% 100.00% 0.0% 

Net Power Generated (MWh) 308,472 311,221 -0.9% 

Average Selling Price / kWh 2.30 2.27 -1.1% 

 
Power Offtaker 

 
The SPPC plant was developed by SPPC on a build-own-operate basis under the terms found in its Energy 
Conversion Agreement (ECA) with the NPC. Under the ECA, NPC is required to deliver and supply to SPPC the 
fuel necessary to operate the SPPC Plant during an 18-year cooperation period, which ends in 2016. NPC is also 
required to take all the electricity generated by the SPPC Plant during the cooperation period and pay SPPC on 
a monthly basis, capital recovery, energy, fixed operations and maintenance and infrastructure fees as 
specified in the ECA. During this cooperation period, SPPC is responsible, at its own cost, for the management, 
operation, maintenance and repair of the SPPC Plant. 
 
Aside from providing the much needed capacity to southwestern Mindanao area, the SPPC Plant also performs 
the role of voltage regulator for General Santos City, ensuring the availability, reliability and quality of power 
supply in the area. 
 
Western Mindanao Power Corporation 
 
Like SPPC, WMPC is also a joint venture among AboitizPower, Alsing Power Holdings, Inc. and Tomen Power 
(Singapore), Pte Ltd. AboitizPower has 20% equity interest in WMPC, which owns and operates a 100-MW 
Bunker C-fired power station located in Zamboanga City, Zamboanga del Sur in western Mindanao.  
 
Operations Review 
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The following table summarizes SPPC’s operating statistics for 2012 and 2013: 
 

 

 FY 2013 FY 2012 % change 

Net Sellable Capacity (MW) 100 100 0.0% 

Capacity Sold Factor 100.00% 100.00% 0.0% 

Net Power Generated (MWh) 553,078 565,480 -2.2% 

Average Selling Price / kWh 2.48 2.41 3.1% 

 
Power Offtaker 
 
The WMPC plant was developed by WMPC on a build-own-operate basis under the terms found in its ECA with 
the NPC. Under the ECA, NPC is required to deliver and supply to WMPC the fuel necessary to operate the 
WMPC Plant during an 18-year cooperation period which ends in 2015. NPC is also required to take all the 
electricity generated by the WMPC plant during the cooperation period and pay WMPC, on a monthly basis, 
capital recovery, energy, fixed O&M and infrastructure fees as provided in the ECA. During this cooperation 
period, WMPC is responsible, at its own cost, for the management, operation, maintenance and repair of the 
WMPC plant. 
 
Aside from providing the much needed capacity to Zamboanga Peninsula, the WMPC plant also performs the 
role of voltage regulator for Zamboanga City, ensuring the availability, reliability and quality of power supply in 
the area. 
 
Therma Power Visayas, Inc. 
 
TPVI is a wholly-owned subsidiary of Therma Power Inc. It was incorporated on October 8, 2007 as project 
vehicle for AboitizPower’s initiative to participate in the privatization efforts of the government. 
 
Early this year, TPVI topped the bidding for the privatization of the Naga power plant complex located in 
Barangay Colon, Naga City, Cebu.  Under the terms of its agreement with National Power Corporation and the 
Power Sector Assets and Liabilities Management Corporation, Salcon has the right to top up the bid of TPVI.  
The awarding of the project is yet to be scheduled.  
 
The power facilities consist of the 52.5-MW Cebu 1 and 56.8-MW Cebu 2 coal-fired thermal power plants, and 
the 43.8-MW Cebu Diesel Power Plant 1 composed of six 7.3-MW bunker-C fed power units which are all 
located in Naga City, Cebu.  
 
Other Generation Assets 
 
AboitizPower’s Distribution Utilities, Davao Light and Cotabato Light, has its own stand-by plant.  Davao Light 
currently maintains the 54.8-MW Bunker C-fired Bajada stand-by plant, which is capable of supplying 19% of 
Davao Light’s requirements. Cotabato Light maintains a stand-by 8-MW Bunker C-fired plant capable of 
supplying approximately 30% of its requirements. 
 
Future Projects 
 
Before undertaking a new power generation project, the Company conducts an assessment of the proposed 
project.  Factors taken into consideration include the proposed project’s land use requirements, access to a 
power grid, fuel supply arrangements (if relevant), availability of water, local requirements for permits and 
licenses, acceptability of the project to the communities and peoples it will affect, ability of the project to 
generate electricity at a competitive cost, and the existence of potential purchasers of the electricity 
generated. For the development of a new power project, the Company, its partners and suppliers are required 
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to obtain all national and local permits and approvals before commencement of construction and commercial 
operations, including those related to the project site, construction, the environment, land use 
planning/zoning, operations licenses, and similar approvals. 
 
Notwithstanding the comprehensive review and evaluation process that the Company’s management 
conducts in relation to any proposed project, acquisition or business, there can be no assurance that the 
Company ultimately will develop a particular project, acquire a particular generating facility, or implement or 
acquire projects or conduct businesses in the manner planned or at or below their estimated costs. In addition, 
there can be no assurance that a project, if implemented, or an acquisition, if undertaken, will be successful. 
 

Distribution of Electricity 
 
The Aboitiz Group has more than 70 years of experience in the Philippine power distribution sector and has 
been known for innovation and efficient operations. With ownership interests in seven (7) Distribution 
Utilities, AboitizPower is currently one of the largest electricity distributors in the Philippines. AboitizPower’s 
Distribution Utilities collectively supply electricity to franchise areas covering a total of 18 cities and 
municipalities in Central Luzon, Visayas and Mindanao, with an aggregate land area of approximately 5,095 
square kilometers.  As of December 31, 2013, approximately 17% of AboitizPower’s net income from business 
segments is derived from its power distribution business.  The Distribution Utilities had a total customer base 
of 809,087 in 2013, 766,988 in 2012 and 740,833 in 2011. 
 
The table below summarizes the key operating statistics of the Distribution Utilities for 2013 and the previous 
two years. 
 

 
Company 

Electricity Sold  
(MWh) 

Peak Demand 
(MW) 

No. of Customers 

2013 2011 2011 2013 2012 2011 2013 2012 2011 

Davao Light 1,770,738 1,680,477 1,582,928 324 295 280 315,886 303,135 294,159 

Cotabato 
Light 

121,231 117,538 117,726 25 23 23 35,137 33,931 32,929 

VECO 2,417,353 2,300,959 2,120,454 433 412 407 366,606 341,611 327,587 

SFELAPCO 523,789 493,565 456,121 99 90 88 88,464 84,405 83,312 

SEZ 388,562 403,250 408,240 91 90 99 2,881 2,797 2,738 

MEZ 118,252 122,660 132,928 21 21 23 80 78 76 

BEZ 113,708 124,299 116,378 33 33 32 33 31 32 

TOTAL 5,453,633 5,242,748 4,934,775 1,026 964 952 809,087 766,988 740,833 

 

Visayan Electric Company, Inc. 
 
VECO is the second largest privately-owned distribution utility in the Philippines in terms of customers and 
annual MWh sales. VECO supplies electricity to a region covering 674 square kilometers in the island of Cebu 
with a population of approximately 1.7 mn. To date, VECO has 20 power substations and one mobile 
substation that serve the electrical power needs of the cities of Cebu, Mandaue, Talisay and Naga, the 
municipalities of Minglanilla, San Fernando, Consolacion and Liloan and the 232 barangays in the island and 
province of Cebu. As of December 2013, VECO’s peak demand was recorded at 433 MW and is serving a total 
of 366,606 customers.   
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VECO, directly and through its predecessors-in-interest, has been in the business of distributing electricity in 
Cebu since 1905.  In the early 1900s, the predecessors-in-interest of the Aboitiz Group acquired a 20% interest 
in VECO’s predecessor-in-interest, the Visayan Electric Company, S.A. Since that time, the Aboitiz Group’s 
ownership interest in VECO has increased from 20% to the current beneficial ownership interest of 55.25%, 
which is held by AboitizPower. 
 
In 1928, Visayan Electric Company, S.A. was granted a 50-year distribution franchise by the Philippine 
Legislature. The term of this franchise was extended by RA 6454 for an additional 25 years starting 1978 and 
was conditionally renewedfor another 25 years from December 2003, subject to the resolution of an intra-
corporate dispute involving AEV and Vivant, which is the holding company of the Garcia family.In September 
2005, the Philippine Congress passed RA 9339, which extended VECO’s franchise to September 2030. VECO’s 
application for the extension of its CPCN was approved by the ERC last January 26, 2009. 

 
In April 2004, AEV and Vivant entered into a Shareholders’ Cooperation Agreement that sets out guidelines for 
VECO’s day-to-day operations and the relationship among VECO’s shareholders, including restrictions on share 
transfers (the grant of rights of first refusal in the event of a transfer to a third party and rights to transfer to 
Affiliates, subject to certain conditions), board composition and structure, proceedings of directors and 
shareholders, minority shareholder rights, dividend policy, termination and non- compete obligations. Under 
the terms of the agreement, day-to-day operations and management of VECO were initially assumed by AEV, 
and, after AboitizPower acquired AEV’s ownership interest in VECO in January 2007, by the Company. 
AboitizPower and Vivant are each required to place in escrow 5% of the shares in VECO registered in their 
names to guarantee compliance with their respective obligations under the Shareholders’ Cooperation 
Agreement. The escrow shares will be forfeited in the event that a shareholder group violates the terms of the 
Shareholders’ Cooperation Agreement. The Shareholders’ Cooperation Agreement was adopted as a result of 
the then dispute between AEV and Vivant with respect to the management of VECO. Relations between the 
shareholders of VECO since then have been amicable. 
 
VECO is part of the third group (Group C) of private distribution utilities to shift to performance-based rate-
setting regulation (PBR).  The ERC issued its final determination on VECO’s application for approval of its 
annual revenue requirements and Performance Incentive Scheme (PIS) under the PBR for the regulatory 
period July 1, 2010 to June 30, 2014. Such determination became final in May 2010. 
 
In March 2013, VECO filed with ERC an application for the approval of its proposed translation into distribution 
rates to the different customer classes for the fourth regulatory year. The five-month recovery due to the 
delay of the implementation in the third regulatory year is included in the application for the fourth regulatory 
year. The application was approved by the ERC on July 10, 2013 and VECO was able to implement the new 
distribution rates on time. 
 
Davao Light & Power Company, Inc. 
 
Davao Light is the third largest privately-owned electric distribution utility in the country in terms of customers 
and annual kWh sales.  With a franchise covering Davao City and the areas of Panabo City, the municipalities of 
Carmen, Dujali and Santo Tomas in Davao del Norte, Davao Light services serves a population of approximately 
1.8 mn and a total area of 3,561 square kilometers.  As of December 2013, Davao Light’s peak demand was 
recorded at 324 MW and is serving a total of 315,886 customers. 
 
Although Davao Light was organized on October 11, 1929, the Aboitiz Group acquired its ownership only in 
1946. Currently, AboitizPower owns 99.93% of the shares in Davao Light. Davao Light’s original franchise, 
which covered Davao City, was granted in November 1930 by the Philippine Legislature and was for a period of 
50 years.  In September 2000, the Philippine Congress passed RA 8960, which granted Davao Light a franchise 
over its current franchise area for a period of 25 years, or until September 2025. 
 
Davao Light has a 150-MVA and a 2x50-MVA substation drawing power at 138 kV. In 1998, it entered into a 
ten-year PPA with NPC, which was further extended until 2015 by a separate contract entered into by the 
parties in 2005. The PPA with NPC allows the delivery of most of Davao Light’s power requirements through its 
138- kV lines. As a result, in taking delivery of electricity from NPC, Davao Light is able to bypass the NGCP 



 

 100 

connection assets, thus avoiding the payment of the corresponding wheeling fees to NGCP. This allows the 
company to cut its operating costs.   
 
In February 2007, Davao Light awarded a 12-year supply contract of new capacity to Hedcor Consortium 
(composed of Hedcor, ARI, Hedcor Sibulan and Hedcor Tamugan). There was a notable price differential 
between Hedcor Consortium’s winning bid price of P4.09 per kWh and the next lowest bid price of 
approximately P1.01 per kWh. Over the life of the supply contract, the differential will amount to 
approximately P4.9 bn at current peso value, representing significant savings for Davao Light customers. Davao 
Light has decided to secure the new supply contract in anticipation of the full utilization of the existing 
contracted energy supply under the ten-year contract with NPC for 1,363,375 MWh and the12-year contract 
with Hedcor Consortium. 
 
Davao Light’s approach to helping local economies sustain robust growth is by ensuring power reliability. It 
plows back a significant percentage of its annual earnings to prudent investments that upgrade its distribution 
network in order to meet the increasing power demand of its franchise area. 
 
The precarious power supply situation remains to be a huge concern for Mindanao consumers. Davao Light’s 
franchise, however, has been less affected of the daily two to three hours of rotating power interruptions that 
were experienced in other parts of the island. 
 
Contingencies designed to respond to energy deficiency which were tested during the 2010 Mindanao power 
crisis are still in place. These include tapping of embedded generators directly connected to the distribution 
facilities which are synchronized to the grid. In the event of a power crisis, Davao Light’s 54.8 MW Bunker C-
fired standby plant with a rated capacity of 58 MW can provide an average of 40 MW on a sustaining basis. 
The standby plant is capable of supplying 19% of Davao Light’s electricity requirement. 
 
The power supply from Hedcor Sibulan’s 49-MW and Hedcor’s4-MW hydroelectric plants in the area likewise 
augment the power requirements of Davao Light. 
 
The Bunker C-fired plant and the Hedcor Sibulan and Mintal hydroelectric plants are embedded in the Davao 
Light franchise. Thus, the power generated from these facilities is dispatched directly into the Davao Light 
distribution network without passing through the NGCP transmission lines. 
 
To add to its power reserve capacity, on March 21, 2011, Davao Light entered into a PSC with TMI for 15 MW 
which was approved by the ERC on May 30, 2011. 
 
To keep pace with the rising demand for power and to support the uptrend of growing economies, Davao Light 
signed an additional 15-MW contract with TMI. Separately, it also signed a 100-MW PSA with TSI. 
 
Davao Light is part of the third batch (Group C) of private utilities to enter PBR and is currently under the four-
year regulatory period starting July 1, 2010.  In March 2013, Davao Light filed their rate translation application 
for the fourth regulatory year from July 1, 2013 to June 30, 2014.  The ERC set the distribution, supply and 
metering charges of Davao Light in its Decisions dated June 24, 2013.  
 
Cotabato Light and Power Company 
 
Cotabato Light supplies electricity to Cotabato City and portions of the municipalities of Datu Odin Sinsuat and 
Sultan Kudarat, both in Maguindanao with a land area of 191 square kilometres.  As of December 2013, 
Cotabato Light’s peak demand was recorded at 25 MW and is serving a total of 35,137 customers. 
 
Cotabato Light was formally incorporated in April 1938. Its original 25-year franchise was granted in June 1939 
by the Philippine Legislature.  In 1961, the Philippine Congress passed RA 3217 which was further amended by 
RA 3341 extending Cotabato Light’s franchise until June 1989.  In August 1989, the Philippine Legislature 
extended Cotabato Light’s franchise for another 25 years, or until August 2014.  AboitizPower owns 99.94% of 
Cotabato Light. 
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As of 2012, Cotabato Light has three substations of 10 MVA, 12 MVA and 15 MVA, backed up by another 10 
MVA power transformer. It is served by one 69-kV transmission line. Cotabato Light’s distribution voltage is 
13.8 kV. 
 
Cotabato Light maintains a standby 8.1-MW Bunker C-fired plant capable of supplying approximately 36% of 
its franchise area requirements. The existence of a standby power plant, capable of supplying electricity in 
cases of supply problems with PSALM or NGCP and for the stability of voltage whenever necessary, is another 
benefit to CotabatoLight’s customers. During the Mindanao power crises in 2010 and 2012, Cotabato Light’s 
franchise area experience done of the lowest power rotating outages due to its back-up power plant.   
 
Although a relatively small utility, Cotabato Light’s corporate relationship with its Affiliate, Davao Light, allows 
the former to immediately implement benefits from the latter’s system developments. Davao Light likewise 
provides ready technical assistance to Cotabato Light whenever necessary. 
 
Managing its systems loss is a challenge for Cotabato Light. With its various strategies implemented, the 
system loss was down to 8.32% by December 2013, below the ERC cap of 8.50%. 
 
Cotabato Light is part of the second batch (Group B) of private utilities to enter PBR and is currently under the 
four-year regulatory period starting April 1, 2013.  Cotabato Light’s second Regulatory Period ended on March 
31, 2013.  A reset process should have been initiated 18 months prior to the start of the third Regulatory 
Period covering April 1, 2013 to March 31, 2017.  The reset process, however, has been delayed due to the 
issuance of an Issues Paper on the Implementation of PBR for Distribution Utilities under the Rules for Setting 
Distribution Wheeling Rates(RDWR) by the ERC in 2013.  This paper aims to revisit various matters relating to 
the reset process.  The ERC has solicited comments from industry participants and has been holding public 
consultations on the Issues Paper.  
 
Cotabato Light is in the process of renewing its legislative franchise, which is expected to expire in mid-2014. 
The enrolled bill, which has been approved by both the House of Representatives and the Senate, has been 
submitted to the Office of the President for signature. 
 
San Fernando Electric Light & Power Co., Inc. 
 
SFELAPCO’s franchise in the City of San Fernando, Pampanga covers an area of 78,514 square kilometers with 
approximately 314.21 circuit-kilometers on its 13.8-kV and 608.21 circuit-kilometers on its 240-volt 
distribution lines. As of December 2013, San Fernando Light’s peak demand was recorded at 90 MW and is 
serving a total of 85,405 customers. 
 
There are 35 barangays in the City of San Fernando that are currently being supplied by SFELAPCO under its 
existing franchise. SFELAPCO likewise serves barangays San Isidro and Cabalantian in Bacolor, Pampanga.  
SFELAPCO also serves 25 barangays in the municipality of Floridablanca and two barangays in Guagua, 
Pampanga. This area consists of 125,000 square kilometers with around 89.24 circuit-kilometers of 13.8-kV 
and 144.69 circuit-kilometers on its 240-volt distribution lines.   
 
Incorporated on May 17, 1927, SFELAPCO was a grantee of a municipal franchise in 1927. In 1961, the 
Philippine Congress passed RA 3207 which granted SFELAPCO a franchise to distribute electricity for a period 
of 50 years or until June 2011. Prior to the expiration of its legislative franchise, or on February 6, 2010, RA 
9967 lapsed into law extending the franchise of SFELAPCO for another 25 years from March 24, 2010.   
 
SFELAPCO is part of the fourth batch (Group D) of private utilities to enter PBR and is currently under the four-
year regulatory period starting October 1, 2011. For SFELAPCO’s Second Regulatory Year covering October 1, 
2012 to September 30, 2013, it was able to implement the new rate schedule starting April 2013.  
Consequently, the resulting under-recoveries from the lag starting from October 1, 2012 were included by 
SFELAPCO as under-recoveries in its rate filing in the third regulatory year.  The said application is still under 
the ERC’s review. 
 
AboitizPower has an effective interest of 43.78% in SFELAPCO. 
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Subic Enerzone Corporation 
 
In May 2003, the consortium of AEV and Davao Light won the competitive bid to provide distribution 
management services to SBMA and to operate the SBFZ power distribution system for a period of 25 years.  On 
June 3, 2003, SEZ was incorporated as a joint venture owned by a consortium comprised of Davao Light, AEV, 
SFELAPCO, TeaM Philippines, Okeelanta and PASUDECO to undertake the management and operation of the 
SBFZ power distribution system. On October 25, 2003, SEZ was formally awarded the contract to manage 
SBFZ’s power distribution system, and it officially took over the operations of the power distribution system on 
the same day.  As of December 2013, SEZ’s peak demand was recorded at 91 MW and is serving a total of 
2,881 customers. 
 
SEZ’s authority to operate SBFZ’s power distribution system was granted by SBMA pursuant to the terms of 
The Bases Conversion and Development Act of 1992 (RA 7227), as amended.  As a company operating within 
the SBFZ, SEZ is not required to pay the regular corporate income tax of 30% and, instead pays a preferential 
tax of 5% on its gross income in lieu of all national and local taxes. 
 
Following the acquisition by AboitizPower in January 2007 of AEV’s 64.30% effective ownership interest in SEZ, 
AboitizPower entered into another agreement on June 8, 2007 to acquire the combined 25% equity stake in 
SEZ of AEV, SFELAPCO, Okeelanta and PASUDECO.  On December 17, 2007, AboitizPower bought the 20% 
equity of TeaM Philippines in SEZ for Php92 mn.  Together with Davao Light’s 35% equity in SEZ, this 
acquisition brought AboitizPower’s total equity in SEZ to 100%. 
 
SEZ is part of the fourth batch (Group D) of private utilities to enter PBR. On July 6, 2011, ERC released its final 
determination on SEZ’s application for approval of its MAP, Annual Revenue Requirement, and Performance 
Incentive Scheme for the period October 2011 to September 2015. The approved MAP for the first regulatory 
year, as translated into new rates per customer class, was implemented in January 2012. 
 
SEZ has seen a smooth transition in implementing new PBR power rates in 2012. In July 2012, ERC certified SEZ 
as a Local RES. 
 
For SEZ’s Second Regulatory Year covering October 1, 2012 to September 30, 2013, SEZ was able to implement 
the new rate schedule starting January 2013. Consequently, the resulting under-recoveries from the lag 
starting from October 1, 2012 were included by SEZ as under-recoveries in its rate filing in the third regulatory 
year.  The said application is still under the ERC’s review. 
 
Mactan Enerzone Corporation 
 
MEZ was incorporated in January 2007 when AboitizLand spun off the power distribution system of its MEPZ II 
project. The MEPZ II project, which was launched in 1995, was operated by AboitizLand under a BOT 
agreement entered into with the Mactan-Cebu International Airport Authority (MCIAA).   
 
On June 8, 2007, AboitizPower entered into an agreement to acquire AboitizLand’s 100% equity stake in MEZ, 
representing 8,754,443 common shares. Pursuant to the agreement, AboitizPower acquired AboitizLand’s 
ownership interest in MEZ valued at Php609.5 mn, in exchange for AboitizPower’s common shares issued at 
the initial public offering price of Php5.80 per share. 
 
MEZ sources its power from NPC pursuant to a Contract to Supply Electric Energy.  Under the said contract, 
NPC is required to provide power to MEZ up to the amount of contracted load, which is based on the 
projections provided by MEPZ II locators under their respective Power Service Contracts with MEZ.  As of 
December 2013, MEZ’s peak demand was recorded at 21 MW and is serving a total of 80 customers.  
 
Balamban Enerzone Corporation 
 
BEZ was incorporated in January 2007 when CIPDI, a joint venture between AboitizLand and THC, spun off the 
power distribution system of the WCIP-SEZ.  WCIP-SEZ is a special economic zone for light and heavy industries 
owned and operated by CIPDI. The park, which is located in Balamban, Cebu, is home to the shipbuilding and 
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ship repair facilities of THI, as well as to the modular fabrication facility of Metaphil International and recently, 
to Austal Philippines Pty. Limited. 
 
On May 4, 2007, CIPDI declared property dividends to its stockholders in the form of equity in BEZ. On June 8, 
2007, AboitizPower entered into an agreement to acquire AboitizLand’s 60% equity stake in BEZ, represented 
by 4,301,766 common shares of BEZ. Pursuant to the agreement, AboitizPower acquired AboitizLand’s 
ownership interest in BEZ valued at Php266.9 mn, in exchange for AboitizPower’s common shares issued at the 
initial public offering price of Php5.80 per share. 
 
On March 7, 2008, AboitizPower purchased THC’s 40% equity in BEZ.  The acquisition brought AboitizPower’s 
total equity in BEZ to 100%.  
 
In January 2011, BEZ secured firm contracts from various power suppliers such as Green Core Geothermal 
Incorporated (GCGI), CEDC and EAUC to ensure sufficient power supply to the different industries within the 
WCIP-SEZ.  In the same period, BEZ became a direct member of the PEMC to avail of the power available at the 
WESM. As of December 2013, BEZ’s peak demand was recorded at 33 MW and is serving a total of 33 
customers. 
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RETAIL ELECTRICITY AND OTHER RELATED SERVICES 
 
One of the objectives of electricity reform in the Philippines is to ensure the competitive supply of electricity 
down to the retail level.  RCOA allows contestable customers to obtain electricity from RES licensed by the 
ERC.  At the moment, a contestable customer must have an average monthly average consumption of at least 
1.0 MW. This threshold will drop to 0.75 MW in two years after the start of Open Access.  
 
In June 2011, ERC declared December 26, 2011 as the Open Access date to mark the commencement of the 
full operations of the competitive retail electricity market in Luzon and Visayas.  However, after careful 
deliberation, the ERC acknowledged that not all the necessary rules, systems and infrastructures required for 
the implementation of the Open Access have been put in place to meet the contemplated timetable for 
implementation. In October 2011, the ERC announced the deferment of the Open Access date.  In September 
2012, the ERC declared the start of Open Access on December 26, 2012.  Commercial transactions under an 
interim development system have been implemented starting June 26, 2013.  
 
Aboitiz Energy Solutions, Inc. 
 
On November 9, 2009, AESI, a wholly-owned Subsidiary of AboitizPower, was granted a license to act as a RES, 
which license was renewed on October 29, 2012 for another five years. 
 
AboitizPower offers a range of energy and efficiency services through AESI. These services are designed to help 
AESI’s customers improve the efficiency, cost and reliability of their electric equipment and optimize their 
electricity consumption. 
 
AESI provides a variety of services which include power quality monitoring and analysis, thermal scanning and 
power factor evaluation and correction. These services allow power supply customers to properly assess their 
power consumption profile leading to a more efficient management. Aside from providing technical assistance 
in power quality analysis, AESI is also involved in project management services for transmission lines and 
substations. Thus, AESI’s operations enable the wide variety of AboitizPower customers, from distribution 
utilities to large industrial manufacturing firms, to obtain comprehensive services for their various power 
requirements. From power supply to technical support, AESI provides the one stop convenience of dealing 
with a single service provider. 
 
With the commercial operation of Open Access on June 26, 2013, AESI began its initial operation as a RES 
company providing qualified contestable customers the opportunity to select a contract structure that will 
meet their generation supply requirements. At present, AESI is providing service to around 50 customers with 
an electricity demand of around 235MW. This customer base is expected to grow as more generation capacity 
is installed to serve the needs of the contestable market. 
 
In the November 2013 bid for the IPPA of the strips for ULGPP, AESI won 40strips of energy corresponding to 
40 MW capacity of ULGPP. The Notice of Award was issued to AESI on January 29, 2014. This IPPA contract will 
allow AESI to sell 40 MW of geothermal power from ULGPP, beginning on January 1, 2015. 
 
Adventenergy, Inc. 
 
Incorporated in August 2008, AdventEnergy is a licensed RES, duly authorized by the ERC to sell, broker, 
market, or aggregate electricity to end-users including those within economic zones. AdventEnergy’s RES 
license was renewed by the ERC on June 18, 2012 and is valid until June 18, 2017. The company was 
specifically formed to serve contestable customers who are located in economic zones. 
 
AdventEnergy differentiates itself from competition by sourcing electricity from a 100% renewable source. 
With this competitive advantage, more and more companies are opting to source a part, if not the majority, of 
their electricity supply from AdventEnergy as an environmental initiative. 
 
At present, the company provides retail electricity supply to a group of a major real estate chain and is 
expected to further expand its operations by serving PEZA zones and PEZA classified companies all over Luzon 
and Visayas. 
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DISTRIBUTION METHODS OF THE PRODUCTS OR SERVICES 
 
The Generation Companies sell their electricity either through the WESM or through bilateral PSAs with the 
NPC, private distribution utilities, electric cooperatives, retail electricity suppliers or other large end-users. 
 
Currently, SNAP-Magat and SNAP-Benguet have ASPAs with the NGCP as AS providers to the Luzon grid. As 
part of their contract, SNAP-Benguet nominates its available capacity for AS to the NGCP (System Operator). 
This is confirmed by a notice provided by NGCP to SNAP-Benguet containing the AS schedule. In March 2013, 
SNAP-Magat signed an ASPA with NGCP covering firm contracted capacities for both regulating and 
contingency reserves at 155 MW. 
 
Another Affiliate, TLI, also signed an ASPA with the NGCP on March 14, 2013 for both firm and non-firm 
contracted capacities for contingency reserve at 60MW during off-peak and 60 MW during peak hours. TLI’s 
ASPA with NGCP is valid for a period of five years from the date of approval by ERC. 
 
Majority of AboitizPower’s Generation Companies have transmission service agreements with NGCP for 
transmission of electricity to the designated delivery points of their customers, while others built their own 
transmission lines to directly connect to their customers. In some instances, where the offtaker is NPC, NPC 
takes electricity from the generation facility itself. 
 
On the other hand, AboitizPower’s Distribution Utilities have exclusive distribution franchises in the areas 
where they operate. Each of the Distribution Companies has a distribution network consisting of a widespread 
network of predominantly overhead lines and substations. Customers are classified in different voltage levels 
based on their electricity consumption and demand. Large industrial and commercial consumers receive 
electricity at distribution voltages of 13.8 kV, 23 kV and 69 kV while smaller industrial, commercial and 
residential customers receive electricity at 240 V or 480 V. 
 
All of AboitizPower’s Distribution Utilities have entered into transmission service contracts with the NGCP for 
the use of the NGCP’s transmission facilities to receive power from their respective IPP and NPC/PSALM for 
distribution to their respective customers. VECO owns a 138-kV tie-line that connects to CEDC’s power plant. 
All customers that connect to the Distribution Utilities’ distribution lines are required to pay a tariff approved 
by the ERC. 
 
AboitizPower’s wholly-owned RES companies, AdventEnergy and AESI, have existing electricity supply 
contracts with their respective customers. In 2013, AdventEnergy supplied to five companies under the NET 
Group and delivered a total of 24.9 mn kWhs. As of March 31, 2014, AdventEnergy supplies renewable energy 
to 11 companies with a total power demand of 32.3 MW. 
 
To ensure continuous supply of power to its customers, AdventEnergy has existing power supply contracts 
with renewable power generation companies. 
 
AESI has a total of 45 customers with existing Retail Electricity Supply Contracts with terms ranging from three 
to ten years. In 2013, AESI delivered a total of 640.8 mn kWhs to its customers. As of March 31, 2014, AESI 
registered a total power demand of 150 MW. 
 
AESI entered into contracts with various power generation companies to ensure reliable and continuous 
supply of power to its customers. 
 
The above RES companies follow a pricing strategy which allows customer flexibility. The power rates are 
calculated using a fixed formula pricing arrangement based on customer load curves, resulting in either a peak- 
off-peak or capacity load based competitive rate. 
 
New Products and Services 
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Other than the ongoing Greenfield and/or rehabilitation projects undertaken by AboitizPower’s Generation 
Companies, AboitizPower and its Subsidiaries do not have any publicly announced new product or service to 
date. 
 
For more information regarding the various Greenfield and rehabilitation projects, see discussions in the 
section entitled“Generation of Electricity” on page 67 of this Preliminary Prospectus. 
 
System Performance 
 
The following table sets forth certain information concerning the performance of the Distribution Companies 
for the years indicated: 
 

 For the period ended December 31 

 2011 2012 2013 

VECO 

System Loss (as of Dec.31) 9.66% 8.85% 7.79% 

No. of sustained outages (>5mins) 3.89 3.64 3.82 

No. of hours of sustained outages 1.98 2.62 14.28 

Davao Light 

System Loss (as of Dec.31) 8.44% 7.50% 7.87% 

No. of sustained outages (>5mins) 8.5 6.5 6.07 

No. of hours of sustained outages 3.11 1.98 1.17 

SFELAPCO 

System Loss (as of Dec.31) 7.32% 5.31% 8.74% 

No. of sustained outages (>5mins)           12.00            13.20            12.32  

No. of hours of sustained outages 234.71 288.04 512.92 

Cotabato Light    

System Loss (as of Dec.31) 10.39% 9.46% 8.32% 

No. of sustained outages (>5mins) 3.69 2.39 2.49 

No. of hours of sustained outages 2.18 1.25 3.23 

SEZ    

System Loss (as of Dec.31) 4.06% 4.39% 4.11% 

No. of sustained outages (>5mins) 6.63 4.10 2.73 

No. of hours of sustained outages 20.29 3.29 1.81 

MEZ 

System Loss (as of Dec.31) 1.53% 1.13% 1.04% 
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 For the period ended December 31 

 2011 2012 2013 

No. of sustained outages (>5mins) 11.24 6.32 45.56 

No. of hours of sustained outages 36.96  7.57 23.03 

BEZ 

System Loss (as of Dec.31) 1.34% 1.56% 1.44% 

No. of sustained outages (>5mins) 20.10 6.90 15.10  

No. of hours of sustained outages 54.51 8.39 25.69 

 

Electricity Losses 
 
The Distribution Companies experience two types of electricity losses: technical losses and non-technical 
losses. Technical losses are those that occur in the ordinary course of distribution of electricity, such as losses 
that occur when electricity is converted from high voltage to medium voltage. Non-technical losses are those 
that result from illegal connections, fraud or billing errors. 
 
Total electricity losses in 2012 were 8.85% for VECO, 7.50%for Davao Light, 9.46% for Cotabato Light, 4.39% 
for SEZ, 1.13% for MEZ, 1.56% for BEZ and 2.06% for SFELAPCO. Total electricity losses for 2013 were 7.79% for 
VECO, 7.87% for Davao Light, 8.32% for Cotabato Light, 4.11% for SEZ, 1.04% for MEZ, 1.44% for BEZ and 
8.74% for SFELAPCO. The current system loss cap approved by the ERC is 8.5% for private distribution utilities 
and 13.5% for electric cooperatives. 
 
Since the Company assumed control of day-to-day operations and management, VECO’s electricity losses have 
declined from 9.66% during 2011, to 8.85% during 2012 and 7.79% during 2013. 
 
Cotabato Light has the highest electricity loss: 10.39% in 2011, 9.46% in 2012 and 8.32% in 2013. 
 
The Distribution Companies are also actively engaged in efforts to reduce electricity losses, particularly non-
technical losses. To achieve this, the Distribution Companies, particularly VECO and Davao Light, have 
deployed teams to conduct inspections, enhanced monitoring for irregular consumption, increased 
replacements for obsolete measuring equipment and developed a computer program to discover and analyze 
irregular invoicing. 
 
The Distribution Companies continue to find ways to reduce systems losses in any economically viable manner. 
 

Power Outages  
 
The Distribution Companies seek to improve the quality and reliability of their power supply, as measured by 
the frequency and duration of power outages. The number of sustained outages (>5mins) per year in 2013 
averaged 3.82 interruptions per customer at VECO, 6.07 interruptions per customer at Davao Light, 2.49 
interruptions per customer at Cotabato Light, 2.73 interruptions per customer at SEZ, 45.46 interruptions per 
customer at MEZ, 15.10 interruptions per customer at BEZ and 12.32 interruptions per customer at SFELAPCO. 
For 2013, the number of hours of sustained outages was 14.28 hours per customer at VECO, 1.17 hours per 
customer at Davao Light, 3.23 hours per customer at Cotabato Light, 1.81 hours per customer at SEZ, 23.03 
hours per customer at MEZ, 25.69 hours per customer at BEZ and  512.92 hours per customer at SFELAPCO. 
 
The Distribution Companies each have “hotline” equipment that allows construction, maintenance and repairs 
to be conducted with only minimal interruption in electricity service. This reduces the number of service 
interruptions that the Distribution Companies have to schedule. Unscheduled interruptions due to accidents or 
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natural causes, including typhoons, heavy rains and floods, represented the remainder of the Distribution 
Companies’ total interruptions. 
 

SOURCES OF RAW MATERIALS AND SUPPLIES 

 
Generation Business 
 
AboitizPower’s hydroelectric facilities harness the energy from the flow of water from neighboring rivers to 
generate electricity.  Some of these facilities have impounding dams allowing the storage of water for later 
use.  The hydroelectric companies on their own, or through the NPC in the case of LHC, possess water permits 
issued by the National Water Resources Board (NWRB), which allow them to utilize the energy from a certain 
volume of water from the applicable source of the water flow. 
 
Under the APA between APRI and PSALM for the Tiwi-MakBan complex, the management and operation of the 
geothermal fields, which supply steam to the power generation units, remain with Chevron.  The terms of the 
steam supply are governed by a GRSC under which price of steam is ultimately indexed to the Newcastle Coal 
Index and the Japanese Public Utilities (JPU) coal price. The effectivity of GRSC commenced on May 26, 2013.  
On August 14, 2013, an interim provision was added which states that if the spot market price is lower than 
GRSC price, Chevron will sell the fuel at 50% of the spot price for volumes above defined minimum levels 
(PMin).  This allows APRI to be competitive and in turn reduce steam venting. 
 
AboitizPower’s oil-fired plants use Bunker-C fuel to generate electricity.  SPPC and WMPC get fuel supplies 
from the NPC pursuant to the terms of their respective ECAs with the NPC.  EAUC and CPPC each have a fuel 
supply agreement with Petron; while TMI has existing fuel supply agreements with Shell and Petron for Mobile 
1 and Mobile 2, respectively.  Likewise, TMO has existing fuel supply agreements with Shell and Petron. The 
fuel prices under these agreements are pegged to the Mean of Platts Singapore (MOPS) index.  STEAG Power 
has existing long-term coal supply agreements with PT Jorong Barutama Greston of Indonesia and Samtan Co. 
Ltd of Korea.  
 
TLI has entered into long-term coal supply contracts for the Pagbilao Plant’s annual coal requirements.  TLI is 
continuously looking at and evaluating alternative sources to ensure security of supply. 

 
Distribution Business 
 
Most of AboitizPower’s Distribution Utilities have bilateral agreements with the NPC for the purchase of 
electricity, which set the rates for the purchase of the NPC’s electricity. The following table sets out material 
terms of each of the Distribution Company’s bilateral agreements with the NPC: 
 

Distribution 
Company 

Term of Agreement with 
NPC 

Contract Energy 
(MWh per year) 

Take or 
Pay 

Pricing Formula 

VECO Extended; expiring in 
December 25, 2014 

364,945 Yes ERC approved NPC rate plus 
ERC approved adjustements 

Davao Light Extended; expiring in 
December 2015 

1,361,575 Yes ERC approved NPC rate plus 
ERC approved adjustements 

Cotabato Light  Extended; expiring in 
December 2015 

116,906 Yes ERC approved NPC rate plus 
ERC approved adjustements 

MEZ Extended; expiring in 
September 2015 

114,680 Yes ERC approved NPC rate plus 
ERC approved adjustements 

 
The rates at which Davao Light and SFELAPCO purchase electricity from AboitizPower’s Generation Companies 
are established pursuant to the bilateral agreements that are executed after the relevant Generation Company 
has successfully bid for the right to enter into a PPA with either Davao Light or SFELAPCO. These agreements 
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are entered into on an arm’s-length basis, on commercially reasonable terms and are approved by the ERC. 
The ERC’s regulations currently restrict AboitizPower’s Distribution Utilities from purchasing more than 50% of 
their electricity requirements from Affiliated Generation Companies. Hedcor Sibulan supplies Davao Light with 
electricity generated from its Sibulan plants pursuant to the Hedcor Consortium’s 12-year PSA. To add to its 
power reserve capacity, Davao Light has entered into a three-year power supply contract with TMI for 15 MW 
last March 21, 2011, and this was provisionally approved by the ERC on May 30, 2011. On February 29, 2012, 
Davao Light and TMI filed a Joint Manifestation with the ERC stating that they agreed to supplement and 
modify their supply contract to 30 MW. Contract energy of 30 MW was made available to Davao Light starting 
March 1, 2012. Davao Light and Cotabato Light entered into a 25-year power supply contracts with TSI for 100 
MW and 5 MW, respectively, which will commence in 2016. The agreement between Cotabato Light and TSI is 
pending with ERC for approval. 
 
VECO has entered into a PPA for the purchase of electric energy from CPPC for a period of 15 years starting 
from the commercial operation date of the latter. In 2013, the said contract with CPPC was extended for 
another 10 years. On October 16, 2009, VECO entered into an EPPA with CEDC for the supply of 105 MW for 
25 years to address VECO’s long-term power supply requirement. VECO also signed a five-year contract for the 
supply of power from GCGI for 60 MW at 100% load factor. GCGI started supplying VECO on December 26, 
2010. There have been negotiations to extend the contract for a period of one year. The company entered into 
a second PPA with GCGI for the supply of 15 MW starting December 25, 2011. This supply of power replaced 
the NPC’s reduction of its supply of power under its contract with VECO. 
 
The provisions of the Distribution Utilities’ PPAs are governed by the ERC regulations. The main provisions of 
each contract relate to the amount of electricity purchased, the price, including adjustments for various 
factors such as inflation indexes, and the duration of the contract. Under the current ERC regulations, the 
Distribution Utilities can purchase up to 90% of their electricity requirements using bilateral contracts. 
 
Transmission Charges 
 
SFELAPCO has an existing TSA with the NGCP for the use of the latter’s transmission facilities in the distribution 
of electric power from the grid to its customers. All other TSAs of the Distribution Utilities with the NGCP have 
expired. The Distribution Utilities have negotiated agreements with the NGCP in connection with the amount 
and form of security deposit that they will provide to the NGCP to secure their obligations under their 
transmission services contracts. 
 

CUSTOMERS, ANALYSIS OF DEMAND AND RATES 
 
Customers  
 
Out of the total electricity sold by AboitizPower’s Generation Companies, 88% are covered by bilateral 
contracts with, among others, private distribution utilities, electric cooperatives, NPC, industrials, and 
commercial companies. The remaining 12% is sold by the Generation Companies through the WESM. 
 
Most of AboitizPower’s Distribution Companies, on the other hand, have wide and diverse customer bases. As 
such, the loss of any one customer will have no material adverse impact on AboitizPower. The Distribution 
Companies’ customers are categorized into four principal categories: 
 

 Industrial customers. Industrial customers generally consist of large-scale consumers of electricity 
within afranchise area, such as factories, plantations and shopping malls. 

 

 Residential customers. Residential customers are those who are supplied electricity for use in a 
structureutilized for residential purposes. 

 

 Commercial customers. Commercial customers include service-oriented businesses, universities and 
hospitals. 
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 Other customers.  Government accounts for various government offices and facilities are categorized 
as either commercial or industrial depending on their load. Each utility monitors government 
accounts separately and further classifies them to local government accounts, national government 
account, special government accounts like military camps. Street Lights have a different rate category 
and are thus monitored independently. 

 
Analysis of Demand 
 
The following table sets forth certain information regarding total customers, electricity sales and gross 
revenues for the periods ending December 31, 2013 and 2012. 
 

DISTRIBUTION DEMAND 

 
COMPANY 

2013 2012 

Customers Sales 
Volume 
(GWh) 

Revenue 
(Php Mns) 

Customers Sales 
Volume 
(GWh) 

Revenue 
(Php Mns) 

VECO       

Industrial 1,503 1,355 9,634 1,425 1,290 9,373 

Residential 325,184 663 6,087 300,814 623 5,646 

Commercial 39,784 376 3,474 39,243 364 3,358 

Others 
(Streelights) 

135 24 192 129 24 197 

Total 366,606 2,417 19,387 341,611 2,301 18,574 

Davao Light       

Industrial 3,568 944 5,631 3,433 889 5,239 

Residential 274,338 579 3,859 263,422 551 3,627 

Commercial 37,886 211 1,501 36,180 205 1,436 

Others 
(Streelights) 

94 37 222 89 35 208 

Total 315,886 1,771 11,213 303,135 1,680 10,510 

SFELAPCO       

Industrial 49 237 1,359 45 219 1,407 

Residential 79,392 162 1,455 76,634 155 1,358 

Commercial 8,849 121 1,136 8,556 116 1,060 

Others 
(Streelights) 

174 3 30 170 3 27 

Total 88,464 524 3,980 86,405 494 3,852 
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DISTRIBUTION DEMAND 

 
COMPANY 

2013 2012 

Customers Sales 
Volume 
(GWh) 

Revenue 
(Php Mns) 

Customers Sales 
Volume 
(GWh) 

Revenue 
(Php Mns) 

Cotabato Light       

Industrial 347 41 245 344 41 241 

Residential 31,930 62 381 30,850 59 359 

Commercial 2,863 16 109 2,713 16 103 

Others 
(Streelights) 

24 2 14 24 2 14 

Total 35,137 121 749 33,931 118 717 

SEZ       

Industrial 96 327 2,543 95 345 2,371 

Residential 1,763 11 109 1727 11 94 

Commercial 933 48 451 887 45 376 

Others 
(Streelights) 

89 2 20 89 2 18 

Total 1,881 389 1,123 2,798 403 2,859 

MEZ       

Industrial 56 116 647 56 120 699 

Residential - - - - - - 

Commercial 24 3 15 22 3 15 

Others 
(Streelights) 

- - - - - - 

Total 80 118 662 78 123 714 

BEZ       

Industrial 22 113 898 20 124 983 

Residential - - - - - - 

Commercial 11 0 4 11 0 4 

Others 
(Streelights) 

- - - - - - 
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DISTRIBUTION DEMAND 

 
COMPANY 

2013 2012 

Customers Sales 
Volume 
(GWh) 

Revenue 
(Php Mns) 

Customers Sales 
Volume 
(GWh) 

Revenue 
(Php Mns) 

Total 33 114 902 31 124 987 

 
Rates 
 
Rates charged for sales of electricity to final customers are determined pursuant to regulations established by 
ERC. These ERC regulations establish a cap on rates that provide for annual, periodic and extraordinary 
adjustments. Under the EPIRA, the utilities such as the Distribution Companies have been required to 
“unbundle” the electricity rates charged to customers in order to provide transparency in disclosing to 
customers components of their monthly bills and to segregate (consistent with the mandate of the EPIRA) the 
components of the distribution business which will become competitive once the EPIRA is fully implemented 
(such as supply and metering services) and those which will remain monopolized (such as transmission and 
wheeling). As a result, the Distribution Companies are required to identify and separately disclose to 
customers each individual charge that forms part of the cost of providing electricity, including generation, 
transmission, systems loss, distribution, metering and supply charges. 
 
Each of the Distribution Companies classifies customers based on factors such as voltage level and demand 
level at which the electricity is supplied to such customers. Each customer is placed in a certain tariff level 
determined by the Distribution Companies within the guidelines provided by the ERC and is charged for 
electricity based on customer classification. Typically, industrial customers pay lower rates relative to the cost 
of providing services to them, while residential customers pay higher rates relative to the cost of providing 
services to them. 
 
The following sets forth the material components of each Distribution Companies’ monthly charges to 
customers: 
 
Distribution charges. Previously, the distribution charges that the Distribution Companies collected from 
customers werecomputed with reference to the RORB rate-setting system. Under this system, distribution 
charges weredetermined based on the appraised value of a distribution utility’s historical costs, with the 
maximum rate of return set at 12.0%. Rate-setting under this system hadhistorically resulted in prolonged 
review periods by regulators before a final rate was approved, and often resulted in interested parties, such as 
consumer advocacy groups, contesting rates approved by Government regulators in court. In addition, the 
determination of the components of a utility’s cost base was subject to revision by regulators, with certain 
material expenses, such as those for income tax, being excluded from the base. 
 
To address the inefficiencies and legal controversies caused by the RORB rate-setting system, the ERC issued 
the RDWR in 2006, which sets out the manner in which PBR is to be implemented. Under PBR, the distribution-
related charges that a distribution utility collects from customers will be fixed by reference to the utility’s 
projected revenues over a four-year regulatory period, which are reviewed and approved by the ERC and 
thereafter used to determine the utility’s efficiency factor. For each year during the regulatory period, the 
distribution-related charges are adjusted upwards or downwards taking into consideration the utility’s 
efficiency factor set and changes in overall consumer prices in the Philippines. As part of the implementation 
of PBR, the ERC has also implemented a performance incentive scheme whereby annual rate adjustments 
under PBR will also take into consideration the ability of a distribution utility to meet or exceed service 
performance targets set by the ERC, such as the average duration of power outages, the average time to 
provide connections to customers and the average time to respond to customer calls, with utilities being 
penalized for failing to meet these performance targets. During the 18 months prior to the PBR start date for 
each Distribution Company, each of them will undergo a regulatory reset process through which the PBR rate 
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control arrangement are established based on documents submitted by each Distribution Company with the 
ERC, ERC resolutions, and consultations with the Distribution Company and the general public. 
 
Cotabato Light is part of the second batch (Group B) of private utilities to enter PBR and is currently under the 
four-year regulatory period starting April 1, 2013.  Cotabato Light’s second Regulatory Period ended on March 
31, 2013.  
 
On the other hand, VECO and Davao Light are part of the third group (Group C) of private distribution utilities 
to shift to performance-based rate-setting regulation (PBR).   
 
Lastly, SFELAPCO and SEZ are part of the fourth batch (Group D) of private utilities to enter PBR and are 
currently under the four-year regulatory period starting October 1, 2011. 
 
Transmission charges. These charges are the amounts paid by the Distribution Companies to Transco for the 
use of Transco’s facilities to transmit electricity from each Distribution Companies’ electricity suppliers to the 
Distribution Companies' own transmission lines. Current ERC regulations allow the Distribution Companies to 
pass on to and recover from their customers the transmission charges paid by the Distribution Companies. 
 
Under applicable laws and regulations, the Distribution Companies are required to allow use of their high-
voltage distribution lines by others, including consumers within their franchise areas that are supplied by third 
parties. All users of the Distribution Companies’ respective distribution lines must pay a wheeling fee for such 
use. 
 
In anticipation of the full implementation of the Open Access System mandated by the EPIRA, which allows 
large customers to connect directly with electricity suppliers, each of the Distribution Companies has entered 
into agreements with the National Transmission Corporation (Transco) to acquire all of Transco’s 
subtransmission assets within each Distribution Company’s franchise area. This will allow each Distribution 
Company to charge a distribution wheeling fee to consumers within its franchise area that elect to purchase 
electricity from third parties but need to wheel electricity using these subtransmission assets. These 
agreements to acquire Transco’s subtransmission assets have been submitted to the ERC for approval. The ERC 
has approved the purchase by SFELAPCO of Transco’s subtransmission assets within SFELAPCO’s franchise 
area. 
 
Generation charges. ERC regulations allow distribution utilities to pass through to their customers the full cost 
of electricity purchased from power generators, such as NPC and IPPs (including the Generation Companies). 
 
Supply and metering charges. The Distribution Companies are currently allowed to charge their customers a 
fixed monthly amount that is meant to cover customer service-related costs, such as customer billing and 
collection services, and metering-related costs, such as meter installation, monitoring and reading. Customers 
are also required to provide deposits on meters that are installed to monitor their electric consumption. The 
ERC is currently contemplating opening supply and metering services to competition. 
 
Line loss charges. These charges relate to the electricity losses that each Distribution Company is allowed to 
recover from customers. Originally, ERC regulations allowed distribution companies to charge customers for 
electricity losses so long as electricity losses do not exceed 9.50% of the total electricity distributed by these 
companies. If a distribution company’s electricity losses exceed 9.50%, the distribution company will be unable 
to pass on to its customers the loss charges relating to losses in excess of the 9.50% ceiling. 
 
In response to the directives of the then President Gloria M. Arroyo to lower the costs of electricity, the ERC 
proposed new regulations for the maximum recoverable systems loss caps for all distribution utilities and 
electric cooperatives.  Under ERC Resolution No. 17, Series of 2008, which amends the systems loss caps 
adopted by Republic Act No. 7832 (Anti-Pilferage of Electricity and Theft of Electric Transmission 
Lines/Materials Act of 1994), the actual recoverable system losses of distribution utilities was reduced from 
9.5% to 8.5% while that of the electric cooperatives was reduced from 14.0% to 11.0%. The new system loss 
caps were implemented in January 2010.   
 
Under ERC Resolution No. 17, Series of 2008, actual company use of electricity shall be treated as an expense 
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of the distribution utilities in accordance with the following rules: for distribution utilities that are yet to enter 
PBR, the actual use shall be treated as Operation and Maintenance (O&M) in their PBR applications; for 
distribution utilities that are already under PBR, the actual use shall be treated as O&M in their respective 
subsequent reset; and for electric cooperatives, actual company use shall be treated as O&M in the 
benchmarking methodology. 
 
Others. Other charges collected from customers include: the universal charge, which is meant to cover 
Stranded Debt and Stranded Costs in accordance with the requirements of the EPIRA; a foreign currency 
adjustment rate, which is designed to address fluctuations in the foreign currency component of charges to 
customers, principally generation charges; and the lifeline subsidy rate, which is an amount collected from 
end-users to cover subsidies granted to low-consumption, low-income customers. 
 
Customer Deposits 
 
The bill deposit serves to guarantee payment of bills by a customer which is estimated to equal one month’s 
consumption or bill of the customer. These deposits are refundable, together with the accrued interest, upon 
termination of the contract.  If the deposits and the related accrued interest already exceed the customer’s 
current monthly bills, a refund of the excess can also be made.  
 
Both the Magna Carta and Distribution Services and Open Access Rules (DSOAR) provide that residential and 
non-residential customers, respectively, must pay a bill deposit to guarantee payment of bills equivalent to 
their estimated monthly billing.  The amount of deposit shall be adjusted after one year to approximate the 
actual average monthly bills.  A customer who has paid his electric bills on or before due date for three 
consecutive years, may now apply for the full refund of the bill deposit, together with the accrued interests, 
prior to the termination of his service; otherwise, bill deposits and accrued interests shall be refunded within 
one month from termination of service, provided all bills have been paid. 
 
With regard to the interest rate on customer deposits, while the Implementing Guidelines of the Magna Carta 
provided that the interest rate on meter deposits shall be at 6% for contracts of service entered into prior to 
the effectivity of the Energy Resolution Board (ERB) Resolution  No. 95-21, it was silent on the corresponding 
interest rate for bill deposits of residential customers for the same period.  ERB Resolution No. 95-21 was 
issued by the then ERB on August 3, 1995 adopting a 10% interest on customers’ deposits.  Pursuant to the 
Magna Carta, the rate of interest on bill deposit shall be equivalent to the interest incorporated in the 
Company’s weighted average cost of capital, otherwise, the rate shall be “based on the prevailing interest rate 
on savings deposit as approved by the Bangko Sentral ng Pilipinas (BSP)”.  In the case of non-residential 
customers, the DSOAR likewise provides that the Company shall pay interest on bill deposits at the rate 
equivalent to the prevailing interest rate for savings deposits as approved by the BSP.  The DSOAR superseded 

ERB Resolution No. 95‑21, as amended, in its entirety. 
 
In cases where the customer has previously received the refund of his bill deposit pursuant to Article 7 of the 
Magna Carta, and later defaults in the payment of his monthly bills, the customer shall be required to post 
another bill deposit with the distribution utility and lose his right to avail of the right to refund his bill deposit 
in the future until termination of service.  Failure to pay the required bill deposit shall be a ground for 
disconnection of electric service. 
 
Transformer and lines and poles deposits are obtained from certain customers principally as cash bond for the 
proper maintenance and care of the said facilities while under their exclusive use and responsibility.  These 
deposits are non-interest bearing and are refundable only after the related contract is terminated and the 
assets are returned to the Company in their proper condition and all obligations and every account of the 
customer due to the Company shall have been paid. 
 
Billing Procedures 
 
The procedures used for billing and payment for electricity supplied to customers is determined by customer 
category. The length of the collection process varies slightly among the Distribution Companies. Meter 
readings and invoicing take place on a monthly basis. Bills are prepared from meter readings or on the basis of 
estimated usage. Low voltage customers are billed within one to two days after the meter reading, with 
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payment required within 9 days after the delivery date. In case of non-payment, a notification of non-payment 
accompanied by the next month’s invoice, is sent to the customer and a period of two days is provided to pay 
the amount owed to the relevant Distribution Company. If payment is not received within two days, the 
customers’ electricity supply is suspended. 
 
Each of VECO, Davao Light and Cotabato Light has policies in place that require a visit to a customer that has 
failed to make any required payments to try to collect any unpaid amounts before service to such customer is 
discontinued. Third-party contractors are retained by VECO, Davao Light and Cotabato Light to conduct such 
customer visits. Service to a defaulting customer cannot be discontinued in the absence of such a customer 
visit. In order to reduce operating costs, both VECO and Davao Light have outsourced to independent 
contractors several billing-related functions, including meter reading, bill printing, bill delivery and 
disconnections. 
 

COMPETITION 
 
The means by how AboitizPower can effectively compete with its competitors are set forth in the section 
entitled “Competitive Strengths and Business Strategy” on page63 of this Preliminary Prospectus. 
 
AboitizPower addresses its competition using a holistic approach and does not address it on a per company 
basis. 
 
Generation Business 
 
With the privatization of the NPC-owned power generation facilities, the establishment of the WESM and the 
implementation of retail competition and Open Access, AboitizPower’s generation facilities located in Luzon, 
Visayas and Mindanao will face competition from other power generation plants that supply electricity to the 
Luzon, Visayas and Mindanao grids. 
 
In particular, SNAP-Magat, SNAP-Benguet, APRI and TLI are expected to face competition from leading 
multinationals such as AES Corporation, TeaM Energy, GN Power and Korea Electric Power Corporation, as well 
as power generation facilities owned or controlled by Filipino-owned companies such as Global Business 
Power Corporation, Trans-Asia Power Generation Corporation, AC Energy Holdings Corporation, First Gen 
Corporation, DMCI Holdings, Inc. and San Miguel Energy Corporation. With the commencement of retail 
competition and Open Access, these foreign and local generation companies have already set up their own 
Retail Electricity Supply business. Despite the suspension of the issuance of RES licenses in May 2013, 
aggressive competition from those with existing licenses is still expected.  Additional competition for Open 
Access customers can come from entities that may not generate power but have RES operations by acting as 
demand aggregators. 
 
AboitizPower will face competition in both the development of new power generation facilities and the 
acquisition of existing power plants, as well as competition for financing these activities. The improving 
performance of the Philippine economy, the presence of a market to sell, such as the WESM, and the potential 
shortfall in energy supply have attracted many potential competitors, including multinational development 
groups and equipment suppliers, to explore opportunities in electric power generation projects in the 
Philippines. Also, the new guidelines for FIT limit the total installed capacity for each renewable technology 
eligible for FIT rates. Accordingly, competition for and from new power projects may increase in line with the 
expected long-term economic growth of the Philippines. 

 
Distribution Business 
 
Each of AboitizPower’s Distribution Utilities currently has an exclusive franchise to distribute electricity in the 
areas covered by its franchise. 
 
Under Philippine law, the franchises of the Distribution Utilities may be renewed by the Congress of the 
Philippines provided that certain requirements related to the rendering of public services are met.  The 
Company intends to apply for the extension of each franchise upon its expiration.  The Company may face 
competition or opposition from third parties in connection with the renewal of these franchises.  It should be 
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noted that under Philippine law, a party wishing to secure a franchise to distribute electricity must first obtain 
a CPCN from the ERC, which requires that such party prove that it has the technical and financial competence 
to operate a distribution franchise, and that there is a need for such franchise. Ultimately, the Philippine 
Congress has absolute discretion in determining whether to issue new franchises or to renew existing 
franchises, and the acquisition by competitors of any of the Distribution Utilities’ franchises could adversely 
affect the results of the Company’s operations.  However, with the commencement of retail competition and 
open access in Luzon and Visayas, the supply segment of the distribution business has become a contestable 
market, initially, for customers with at least an average of 1 MWmonthly demand. 
 

TRANSACTIONS WITH AND/OR DEPENDENCE ON RELATED PARTIES 
 
AboitizPower and its Subsidiaries, in their regular conduct of business, have entered into related party 
transactions consisting of professional and technical services, rental, money market placements, and power 
sales and purchases.  These are made on an arm’s length basis. 
 
AEV, the parent company of AboitizPower, and certain associates have service level agreements with 
AboitizPower for corporate center services rendered, such as human resources, internal audit, legal, treasury 
and corporate finance, among others. These services are obtained from AEV to enable the Group to realize 
cost synergies and optimize expertise at the corporate center. The parent company maintains a pool of highly 
qualified professionals with business expertise specific to the businesses of the Group. Transaction costs are 
priced on an arm’s length basis, and covered with Service Level Agreements to ensure quality of service. 
 
AboitizPower and its Subsidiaries enter into transactions with its parent, associates and other related parties. 
These transactions include: 

 

  The Company provides services to certain associates, such as technical and legal assistance for various 
projectsand other services. 

 Energy fees are billed by the Group to related parties and the Group also purchased power from 
associates,arising from the following: 
i.  PPA/PSA or ESA 
ii.  Replacement power contracts 

  AEV provides among others, human resources, internal audit, legal, treasury and corporate finance 
services, tothe Group and shares with the member companies the business expertise of its highly 
qualified professionals.Transactions are priced based on agreed rates, and billed costs are always 
benchmarked to third party rates toensure competitive pricing. Service level agreements are in place 
to ensure quality of service. These transactionsresult to professional and technical fees paid by the 
Group to AEV. 

  Aviation services rendered by AEV Aviation, an associate, to the Group. 

  Lease of commercial office units by the Group from Cebu Praedia Development Corporation (CPDC) 
and AboitizLand  and subsidiaries. CPDC and AboitizLand are subsidiaries of AEV. 

 Aboitiz Construction Group, Inc. (ACGI), a wholly-owned Subsidiary of ACO, rendered its services to 
theGroup for the following projects: rehabilitation of Tiwi and MakBan power plants, tunnel repairs of 
LHC andconstruction of TSI power plant. 

  Cash deposits with UnionBank earn interest at prevailing market rates. UnionBank is an associate of 
AEV. 

  The Company obtained Standby Letters of Credit (SBLC) and is acting as surety for the benefit of 
certainassociates in connection with loans and credit accommodations. The Company provided SBLCs 
for STEAGPower, LHC, SNAP-Magat and SNAP-Benguet in the amount of Php2.10 bn in 2013, Php1.90 
bn in 2012 and Php2.5 bn in 2011.  

 
Details of the significant account balances of the foregoing related party transactions, retirement fund and 
compensation of the Board and key management personnel of the Group can be found in the section entitled 
“Financial Information” on page 237of this Preliminary Prospectus. 
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GOVERNMENT APPROVALS, PATENTS, COPYRIGHTS, FRANCHISES 
 
Generation Business 
 
Power generation is not considered a public utility operation under the EPIRA. Thus, a franchise is not needed 
to engage in the business of power generation. Nonetheless, no person or entity may engage in the generation 
of electricity unless such person or entity has complied with the standards, requirements and other terms and 
conditions set by the ERC and has received a COC from the ERC to operate a generation facility. A COC is valid 
for a period of five years from the date of issuance. 

 
A generation company must ensure that all its facilities connected to the grid meet the technical design and 
operational criteria of the Philippine Grid Code and Philippine Distribution Code. Additionally, a generation 
company must meet the minimum financial capability standards set out in the Guidelines for the Financial 
Standards of Generation Companies issued by the ERC. Under the said guidelines, a generation company is 
required to meet a minimum annual interest cover ratio or debt service coverage ratio of 1.5x throughout the 
period covered by its COC. For COC applications and renewals, the same guidelines require the submission to 
the ERC of, among other things, comparative audited financial statements, schedule of liabilities and a five-
year financial plan. For the duration of the COC, these guidelines also require a generation company to submit 
to the ERC audited financial statements and forecast financial statements for the next two fiscal years, among 
other documents. Failure by a generation company to submit the requirements so prescribed by the guidelines 
may be a ground for the imposition of fines and penalties. 

 
Each of AboitizPower’s Generation Companies that own generation facilities, such as Davao Light and Cotabato 
Light, is required under the EPIRA to obtain a COC from the ERC for its generation facilities. Although an IPP 
Administrator such as TLI is not required to obtain a COC, it is nevertheless required, along with all entities 
owning and operating generation facilities, to comply with technical, financial and environmental standards 
provided by existing laws and regulations for their operations. 

 
Under Department Circular No. 2010-03-0003 dated February 26, 2010 of the DOE, generation companies are 
enjoined to ensure the availability of its generation facilities at all times subject only to technical constraints 
duly communicated to the system operator in accordance with existing rules and procedures. For this purpose, 
generation companies shall have, among others, the following responsibilities: 

 

 All generation companies shall operate in accordance with their maximum available capacity which 
shall beequal to the registered maximum capacity of the (aggregate) unit less (1) forced unit outages, 
(2) scheduledunit outages, and (3) de-rated capacity due to technical constraints which include (i) 
plant equipmentrelatedfailure and ambient temperature, (ii) hydro constraints which pertain to 
limitation on the waterelevation/turbine discharge and megawatt output of the plant and (iii) 
geothermal constraints which pertainto capacitylimitation due to steam quality, steam pressure and 
temperature variation, well blockage andlimitation on steam and brine collection and disposal 
system; 

  Oil-based generation companies shall maintain an adequate in-country stocks of fuel equivalent to at 
least 15days of running inventory which includes shipments in transit; 

  Coal power plants shall ensure the required 30-day coal running inventory which includes shipments 
in transit; 

  During scheduled maintenance of the Malampaya natural gas facilities, all affected generation 
companies shallmaintain at least 15 days of running inventory of alternative fuel and shall operate at 
full capacity; 

 All generation companies with natural gas fired, geothermal and hydroelectric generating plants 
shallsubmitto the DOE a monthly report on the current status and forecast of the energy sources of 
its generating plants; 

 All generation companies must notify and coordinate with the system operator of any planned 
activity such asshutdown of its equipment; 

  All generation companies must immediately inform the DOE of any unexpected shutdown or derating 
of thegenerating facility or unit thereof; and 
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  Generating companies shall seek prior clearance from the DOE regarding any plans for deactivation 
ormothballing of existing generating units or facilities critical to the reliable operation of the grid. 

 
The Generation Companies, Davao Light and Cotabato Light possess COCs for their generation businesses as 
follows: 
 

Title of 
Document 

Issued under 
the name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

COC No. 08-
11-GXT 

33-0033L 

Hedcor, Inc. 

Hydro Irisan 3 – 
Tadlangan, 
Tuba, 
Benguet 

1.20 MW Hydro 10 

November 
5, 2013 

Hydro Bineng 1 – 
Bineng, La 
Trinidad 
Benguet 

3.2 MW Hydro 10 

Hydro Bineng 2 – 
Bineng, La 
Trinidad 
Benguet 

1.8 MW Hydro 10 

Hydro Bineng 2B – 
Bineng, La 
Trinidad 
Benguet 

0.75 MW Hydro 10 

Hydro Bineng 3 – 
Bineng, La 
Trinidad 
Benguet 

4.50 MW Hydro 10 

Hydro Ampohaw – 
Banengbeng
, Sablan, 
Benguet 

8.00 MW Hydro 10 

Hydro Sal-angan – 
Ampucao, 
Itogon, 
Benguet 

2.40 MW Hydro 10 

COC No. 11-
05-GXT 

286b-0331M 

Hedcor Inc. 
(Taloma 

Hydroelectric 
Power Plant) 

Hydro Talomo 1 – 
Calinan 
Davao City 

1,000 Kw Hydro 20 

May 9, 
2011 

Hydro Talomo 2 – 
Mintal 
Proper, 
Davao City 

600 Kw Hydro 20 

Hydro Talomo 2A – 
Upper 

650 kW Hydro 20 
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Title of 
Document 

Issued under 
the name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

Mintal, 
Davao City 

Hydro Talomo 2B – 
Upper 
Mintal, 
Davao City 

300 Kw Hydro 20 

Hydro Talomo 2 – 
Catalunan, 
Pequeño 
Davao City 

1,920 Kw Hydro 20 

COC No. 08-
11-GXT 32-

0032L 
Hedcor, Inc. 

Hydro FLS Plant – 
Poblacion, 
Bakun, 
Benguet 

5.90 MW Hydro 10 

November 
5, 2013 

Hydro Lower 
Labay, 
Ampusonga
n, Bakun, 
Benguet 

2.40 MW Hydro 10 

Hydro Lon-Oy – 
Poblacion, 
Bakun, 
Benguet 

3.60 MW Hydro 10 

COC No. 11-
07-GXT 
17273-

17584M 

Hedcor 
Sibulan 
Darong 

Diesel Engine Brgy. 
Darong, Sta. 
Cruz, Davao 
del Sur 

363 Kw Diesel 15 
July 7, 
2011 

COC No. 11-
07 GXT 
17272-

17583M 

Hedcor 
Sibulan 
Tibolo 

Diesel Engine Brgy. Tibolo, 
Sta. Cruz, 
Davao del 
Sur 

323 kW Diesel 15 

July 7, 
2011 

COC No. 11-
07-GXT 
17269-

17580M 

Hedcor, Inc. 
Talomo 2 

Diesel Engine Proper 
Mintal, 
Davao City 

20 kW Diesel 15 

July 7, 
2011 

COC No. 
11-07-GXT 

17271-
17582L 

Hedcor Inc. 
La Trinidad 

(Beckel) 

Diesel Engine 214 Beckel, 
La Trinidad, 
Benguet 

216 kW Diesel 15 
July 7, 
2011 

COC No. 
11-07-GXT 

Hedcor, Inc. 
Talomo 3 

Diesel Engine Brgy. 
Catalunan, 
Pequeño 

20 MW Diesel 15 
July 7, 
2011 
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Title of 
Document 

Issued under 
the name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

17270 - 
17581M 

Davao City 

COC No. 
10-08-GN-
56-16881 

Hedcor 
Sibulan, Inc. 

Hydroelectric 
Power Plant 

A 

 
Hydro 

Brgy. 
Sibulan, Sta. 
Cruz, Davao 

del Sur 

16.328 
MW 

Hydro 25 

August 9, 
2010 

COC No. 
10-05-GN 
54-16816 

Hedcor 
Sibulan, Inc. 

(Plant B) 

 
Hydroelectric 

Brgy. 
Sibular, Sta. 
Cruz, Davao 

de Sure 

26,257 kW Hydro 25 
May 24, 

2010 

COC No. 08-
07-GXT 17-

0017 
LHC 

Hydro Amilongan 
Alilem Ilocos 

Sur 

70MW Hydro - 

July 21, 
2013 

Stand-by 
Power 

Amilongan 
Alilem Ilocos 

Sur 

280 kW Diesel - 

COC No. 10-
12-GXT 
13701-

13728M 

Davao Light 

Bunker C 
Fired 

J.P. Laurel 
Ave., 
Bajada, 
Davao City 

58.7 kW Blended 
Fuel 

25 

December 
1, 2010 

Blackstart 
Generator 

Sets 

J.P. Laurel 
Ave., 
Bajada, 
Davao City 

105.60 kW Diesel 25 

Diesel Engine J.P. Laurel 
Ave., 
Bajada, 
Davao City 

80 kW Diesel 25 

Diesel Engine J.P. Laurel 
Ave., 
Bajada, 
Davao City 

80 kW Diesel 25 

Diesel Engine J.P. Laurel 
Ave., 
Bajada, 
Davao City 

41.6 kW Diesel 25 

COC No. 
11-12-GXT 

15911-
16153M 

Cotabato 
Light 

Bunker C-
Fired Diesel 

Engine 

CLPCI 
Compound, 
Sinsuat Ave., 
Cotabato 
City 

9.927 MW Diesel / 
Bunker C 

25 

December 
5, 2011 



 

 121 

Title of 
Document 

Issued under 
the name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

Blackstart CLPCI 
Compound, 
Sinsuat Ave., 
Cotabato 
City 

10 kW Diesel 25 

June 10, 
2013 

COC No. 
013-06-

GXT2-0002V 
EAUC 

Bunker C-
Fired Power 

Plant 

Barrio Ibo, 
Mactan 
Export 
Processing 
Zone 1, 
Lapu-Lapu 
City, Cebu 

49.60 MW Bunker C 16 

June 10, 
2013 

COC No. 13-
05-GXT1-

0001V 
CPPC 

Bunker C-
Fired Power 

Plant 

Old VECO 
Compound, 
Brgy. 
Ermita, 
Cebu City 

70.65 MW Bunker C 25 

May 27, 
2013 

COC No. 13-
08-GXT20-

0020M 
WMPC 

Bunker C-
Fired Power 

Plant 

Malasugat, 
Barangay 
Sangali, 
Zamboanga 
City 

112.0 MW Bunker C 24 

August 5, 
2013 

Blackstart Malasugat, 
Barangay 
Sangali, 
Zamboanga 
City 

160 MW Diesel 24 

COC No. 13-
08-GXT21-

0021M 
SPPC 

Bunker C-
Fired Power 

Plant 

Barangay 
Baluntay, 
Alabel, 
Saranggani 

61.72 MW Bunker C / 
Diesel 

18 
August 5, 

2013 

COC No. 10-
11-GXT 
286O-

13433L 

SNAP – 
Magat 
(Magat 

Hydroelectric 
Power Plant) 

Hydroelectric Magat River, 
Brgy. 
Aguinaldo, 
Ramon, 
Isabela 

360 MW Hydro 23 

November 
22, 2010 

Blackstart 
Generator Set 

Magat River, 
Brgy. 
Aguinaldo, 
Ramon, 
Isabela 

320 MW Diesel 23 

COC No. 
10-11 GXT 

286M-

SNAP – Binga 
(Binga 

Hydroelectric 

Hydroelectric Brgy. Binga, 
Tinongdan, 
Itogon, 

100 MW Hydro 5 
November 
15, 2010 
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Title of 
Document 

Issued under 
the name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

13429L Power Plant) Benguet 

Blackstart 
Generator Set 

Brgy. Binga, 
Tinongdan, 
Itogon, 
Benguet 

355.40 
MW 

Diesel 5 

COC No. 
11-08-GN 
87-17671L 

SNAP – 
Benguet 

(Ambuklao 
Hydroelectric 
Power Plant) 

Hydro Brgy. 
Ambuklao, 
Bokod, 
Benguet 

104.55 
MW 

Hydro 50 

August 31, 
2011 

Blackstart Brgy. 
Ambuklao, 
Bokod, 
Benguet 

2.28MW Diesel 20 

COC No. 
12-03 
GXT 

286m-
13429U4L 

SNAP – 
Benguet 

(Unit 4, Binga 
HEPP) 

Hydroelectric Brgy. 
Tinongdan, 
Itogon, 
Benguet 

31.45 MW Hydro 50 

March 12, 
2012 

COC 
No.11-05 

GN 16-
15880M 

STEAG Power 

Coal fired Park V, 
Phividec, 
Industrial 
Estate, 
Balacanas, 
Villanueva, 
Misamis 
Orienal 

232 MW Coal 50 

May 31, 
2010 

Emergency 
Generating 

Set 

Park V, 
Phividec, 
Industrial 
Estate, 
Balacanas, 
Villanueva, 
Misamis 
Orienal 

1.25 MW Diesel 25 

COC No. 
10-05-GXT 
286e-7833 

APRI 
(Mak-ban 

Geothermal 
Power Plant) 

Geothermal Brgy. Bitin, 
Bay, Laguna 

Plant A 
126.40 

MW 

Geothermal 
Steam 

20 

May 31, 
2010 

Brgy. Bitin, 
Bay, Laguna 

Plant D  
40 MW 

20 

Brgy. Limao, 
Tamlong, 
Calauan, 
Laguna 

Plant B 
126.40 

MW 

20 
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Title of 
Document 

Issued under 
the name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

Brgy. Limao, 
Tamlong, 
Calauan, 
Laguna 

Plant C 
126.40 

MW 

20 

Brgy. Sta. 
Elena, Sto. 
Tomas, 
Batangas 

Plant E 
40 MW 

20 

COC 
No. 10-12-

GXT 
286r-

13736L 

APRI (Tiwi 
Geothermal 
Power Plant) 

Geothermal Brgy. Cale, 
Tiwi, Albay 

234 MW Steam 10 

December 
1, 2010 

COC 
No. 06-04-

GXT 
286aa- 
14632 

Ormat – 
Mak-Ban 

Binary GPP 

Steam 
Turbine 

Brgy. Sta. 
Elena, Sto. 
Tomas, 
Batangas / 
Brgy. Bitin 
Bay, Laguna 
/  Brgy. 
Tamplong 
Calauan, 
Laguna 

18.50 MW Steam 30 April 6, 
2006 

(Release 
of new 

COC was 
deferred 

by the 
ERC 

pending 
completio

n fo the 
rehabilitat
ion of the 

plant) 

COC 
No. 11-04-

GXT 
286gg-

15074M 

TMI 
[Mobile 1 

(M1)] 

Bunker C 
Fired 

Brgy. San 
Roque, 
Maco, 
Compostela 
Valley 

100.3 NW Bunker C / 
Diesel 

30 

April 4, 
2011 

Blackstart Brgy. San 
Roque, 
Maco, 
Copostela 
Valley 

1.75 MW Diesel 30 

COC No. 
11-

040GXT 
286bb-

14632M 

TMI 
[Mobile 2 

(M2)] 

Bunker C 
Fired 

Nasipit, 
Agusan del 
Norte 

100.33 
MW 

Bunker C / 
Diesel 

30 

April 4, 
2012 

Blackstart Nasipit, 
Agusan del 
Norte 

1.75 MW Diesel 30 
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AboitizPower’s Generation Companies, which operate hydroelectric facilities, are also required to obtain water 
permits from the NWRB for the water flow used to run their respective hydroelectric facilities.  These permits 
specify the source of the water flow that the Generation Companies can use for their hydroelectric generation 
facilities, as well as the allowable volume of water that can be used from the source of the water flow. Water 
permits have no expiration date and generally are not terminated by the Government as long as the holder of 
the permit complies with the terms of the permit regarding the use of the water flow and the allowable 
volume. 
 
Distribution Business 
 
Under the EPIRA, the business of electricity distribution is a regulated public utility business that requires a 
national franchise that can be granted only by the Congress of the Philippines.  In addition to the legislative 
franchise, a CPCN from the ERC is also required to operate as a public utility.  Except for Distribution Utilities 
operating within ecozones, all Distribution Utilities possess franchises granted by Philippine Congress. 
 
All Distribution Utilities are required to submit to the ERC a statement of their compliance with the technical 
specifications prescribed in the Distribution Code (which provides the rules and regulations for the operation 
and maintenance of distribution systems) and the performance standards set out in the implementing rules 
and regulations of the EPIRA. 
 
Shown below are the respective expiration periods of the Distribution Companies’ legislative franchises: 

 
    

Distribution Company Expiration Date 

VECO 2030 

Davao Light 2025 

Cotabato Light
1
 2014 

SFELAPCO 2035 

SEZ
2
 2028 

 

MEZ and BEZ, which operate the power distribution utilities in MEPZII and the WCIP, respectively, are duly 
registered with PEZA as Ecozone Utilities Enterprises.  Cotabato Light is working on the renewal of its legislative 
franchise which is currently undergoing the normal processes in the Philippine Congress. 
 
Supply Business 

 
For a time, the business of supplying electricity was being undertaken solely by franchised distribution utilities. 
However, on July 26, 2013, the implementation of RCOA commenced in Luzon and Visayas. Like power 
generation, the said business of supplying electricity is not considered a public utility operation under the 
EPIRA, However, it is considered a business affected with public interest. As such, the EPIRA requires all 
suppliers of electricity to end-users in the contestable market, other than distribution utilities within their 
franchise areas, to obtain a license from the ERC in accordance with the ERC’s rules and regulations. With the 
implementation of Open Access, AboitizPower’s wholly-owned Subsidiaries, AESI, AdventEnergy and Prism 
Energy, obtained separate licenses to act as RES and Wholesale Aggregator. 
 
Trademarks 

 
AboitizPower and its Subsidiaries own, or have pending applications for the registration of intellectual property 
rights for various trademarks associated with their corporate names and logos. The following table sets out 
information regarding the trademark applications the Company and its Subsidiaries have filed with the 
Philippine Intellectual Property Office. 
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Trademarks Applicant Date Filed Registration No. / 
Date Issued 

Certificate of 
Description 

Status 

Cleanergy 
(Class No. 
42) 

Aboitiz 
Power 

Corporation 

October 
19, 2001 

4-2001-07900 
January 13, 2006 

Application for 
trademark 
“Cleanergy” 

Original Certificate of 
Registration for the mark 
CLEANERGY was issued 
on January 13, 2006. 
 
The 5

th
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed last 
December 27, 2011 with 
the IP Office. 

Cleanergy 
and Device  
(Class No. 
42) 

Aboitiz 
Power 

Corporation 

 July 30, 
2002 

4-2002-06293 
July 16, 2007 

Application for 
trademark 
Cleanergy and 
Device with the 
representation of a 
light with bulb with 
three leaves 
atttached to it, 
with the words 
“CLEANERGY” and 
a small “ABOITIZ” 
diamond logo 
below it. 

Original Certificate of 
Reigstration No. 4-2002-
06293 was issued on July 
16, 2007. 
 
The 5

th
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed last July 
15, 2013 with the IP 
Office. 
 

A 
BetterFuture 
(Calss No. 
39, 40, and 
42) 

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-004383 
November 11, 

2010 

Application for 
trademar “A 
BetterFuture) 

Original Certificate of 
Reigstration was issued 
on November 11, 2010. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed lon April 
23, 2013 with th eIP 
Office. 
 

Better 
Solutions 
(Class No. 
39, 40 and 
42) 

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-004384 
November 11, 

2010 

Application for 
Trademark 
“BetterSolutions.” 

Original Certificate of 
Reigstration was issued 
on November 11, 2010. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed lon April 
23, 2013 with th eIP 
Office. 

Cleanergy 
Get it and 
Device (Class 
No. 39, 40 
and 42) 

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-004381 
November 11, 

2010 

The word 
“Cleanergy” with 
the phrase “get it” 
below it with both 
words endorsed by 
representation of a 

Original Certificate of 
Reigstration was issued 
on November 11, 2010. 
 
The 3

rd
 year Aboitiz 

Power Corporation 
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Trademarks Applicant Date Filed Registration No. / 
Date Issued 

Certificate of 
Description 

Status 

thumbs up sign. 
The whole mark is 
rendred in two 
shades of green. 

Anniversary Declaration 
of Actual Use (DAU) was 
filed lon April 23, 2013 
with th eIP Office. 

Aboitiz 
Power word 
mark (Class 
39, 40 and 
42) 

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-00485 
November 11, 

2010 

Application for 
Trademark 
“AboitizPower” 
word Mark. 

Original Certificate of 
Reigstration was issued 
on November 11, 2010. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed lon April 
23, 2013 with th eIP 
Office. 

Cleanergy 
got it & 
Device (Class 
39, 40 and 
42) 

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-004382 
November 11, 

2010 

The word 
“Cleanergy” with 
the phrase “got it” 
below it with both 
words enclosed by 
a represenation of 
a thumbs up sigh. 
The whole mark is 
rendred in two 
shades of green. 

Original Certificate of 
Reigstration was issued 
on November 11, 2010. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed lon April 
23, 2013 with th eIP 
Office. 

AboitizPowe
rSpiral and 
Device (Class 
39, 40 and 
42) 

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-004380 
February 11, 2011 

The represntation 
of a sprial 
rendered in blue. 

Original Certificate of 
Reigstration was issued 
on February 11, 2011. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed lon April 
23, 2013 with the IP 
Office. 

AboitizPowe
r and Device 
(Class 39, 40, 
and 42)  

Aboitiz 
Power 

Corporation 

April 23, 
2010 

4-2010-004379 
February 11, 2011 

The words 
“Aboitiz” and 
“Power” rendered 
int wo shades of 
blue with the 
representation of a 
spiral above the 
words “A 
BetterFuture” 
below it. 

Original Certificate of 
Reigstration was issued 
on February 11, 2011. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed lon April 
23, 2013 with the IP 
Office. 

Alterspace 
(Class 9, 39, 
40) 

Aboitiz 
Power 

Corporation 

April 6, 
2011 

4-2011-003968 Application for 
trademark 
“ALTERSAPCE” 
word mark. 

The trademark 
application has been 
allowed and its 
publication in the Official 
Gazette has been 
approved in IP Office’s 
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Trademarks Applicant Date Filed Registration No. / 
Date Issued 

Certificate of 
Description 

Status 

notice of allowance dated 
December 14, 2011 for 
purposes of opposition. 

Alterspace 
and Device 
(Class 9, 39, 
40) 

Aboitiz 
Power 

Corporation 

May 31, 
2011 

4,2011-006291 
Decmeber 22, 

2011 

Application for 
trademark 
“Alterspace and 
Device.” A globe 
with the words 
“alter” and “space” 
inside an arrow 
circling the globe 
and separating the 
words. The globe is 
rendered in forest 
green, while the 
words and arrow 
are redndred in 
lime green. 

The trademark 
application has been 
allowed and its 
publication in the Official 
Gazette ha been 
approved in IP Office’s 
notice of allowance dated 
November 4, 2011. 
 
Original Certificate of 
Registration ws issued on 
December 22, 2011. 

AboitizEnerg
y Solutions 
and Deivce 
(Class NO. 
42) 

Aboitiz 
Energy 

Solutions, 
Inc. 

January 25, 
2007 

4-2007-000784 
September 03, 

2007 

Application for 
trademark ABOITIZ 
ENERGY 
SOLUTIONS and 
Device. 

Original Certificate of 
Reigstration was issued 
on September 03, 2007. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed with the 
IP Office last February 4, 
2010. 

Power One 
(wordmark) 
(Class No. 
42) 

Aboitiz 
Energy 

Solutions, 
Inc. 

July 29, 
2002 

4-2002-006232 
February 19, 2007 

Application for 
trademark “Power 
One.” 

Original Certificate of 
Reigstration was issued 
on February 19, 2007. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed with the 
IP Office last July 29, 
2005. 

Power One 
and Device 
(Class No. 
42) 

Aboitiz 
Energy 

Solutions, 
Inc. 

February 
17, 1999 

4-1999-001121 Application for 
trademark “Power 
One and Device” 

Original Certificate of 
Reigstration was issued 
on September 18, 2006. 
 
The 3

rd
 year Anniversary 

Declaration of Actual Use 
(DAU) was filed with the 
IP Office last August 13, 
2002. 

 
 

EFFECT OF EXISTING OR PROBABLE GOVERNMENT REGULATIONS ON THE BUSINESS 
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Since the enactment of the EPIRA in 2001, the Philippine power industry has undergone and continues to 
undergo significant restructuring. Among the provisions of the EPIRA which have had or will have considerable 
impact on AboitizPower’s businesses relate to the following: 
 
Wholesale Electricity Spot Market 
 
The WESM is a mechanism established by the EPIRA to facilitate competition in the production and 
consumption of electricity. It aims to provide the mechanism for identifying and setting the price of actual 
variations from the quantities transacted under contracts between sellers and purchasers of electricity by (a) 
establishing the merit order dispatch instructions for specific time periods; (b) determining the market clearing 
price for such time periods; (c) reflecting accepted economic principles; and (d) providing a level playing field 
to all electric power industry participants. 
 
The WESM provides an avenue whereby generators may sell power, and at the same time suppliers and 
wholesale consumers can purchase electricity where no bilateral contract exists between the two. Where 
there are such bilateral contracts, these contracts are nevertheless declared in the market but only to 
determine the appropriate merit order of generators. Settlement for bilateral contracts between the 
contracting parties will, however, occur outside the market. Traded electricity not covered by bilateral 
contracts will be settled through the market on the basis of the market clearing prices for each of the trading 
periods. 
 
An amended Joint Resolution No. 2 was issued by DOE, ERC and PEMC last December 27, 2013 adjusting the 
WESM Offer Price Cap. In this resolution, the Offer Price Ceiling of Php62,000 per MWh as set by the WESM 
Tripartite Committee was reduced to Php32,000 per MWh. This price cap is provisional in nature and shall be 
subject to public consultations and review by the WESM Tripartite Committee. 
 
Open Access and Retail Competition 

 
The EPIRA provides for a system of Open Access to transmission and distribution wires, whereby Transco, its 
concessionaire, the NGCP, and any distribution utility may not refuse the use of their wires by qualified 
persons, subject to the payment of transmission and distribution retail wheeling charges. Conditions for the 
commencement of Open Access are as follows: 
 

 Establishment of the WESM; 

 Approval of unbundled transmission and distribution wheeling charges; 

 Initial implementation of the cross subsidy removal scheme; 

 Privatization of at least 70% of the total capacity of generating assets of NPC in Luzon and Visayas; 
and 

 Transfer of the management and control of at least 70% of the total energy output of power plants 
under contract with NPC to the IPPAs. 

 
As provided in the EPIRA, Open Access shall be implemented in phases. The WESM began operations in Luzon 
in June 2006 and in Visayas in December 2010. 
 
In 2011, the ERC motu proprio initiated proceedings to determine whether Open Access may already be 
declared in Luzon and Visayas. Following various public hearings, the ERC declared December 26, 2011 as the 
Open Access Date when full operations of the competitive retail electricity market in Luzon and Visayas shall 
commence. All electricity end-users with an average monthly peak demand of one MW for the 12 months 
preceding December 26, 2011, as certified by the ERC to be contestable customers, were given the right to 
choose their own electricity suppliers. However, on October 24, 2011, upon the request of MERALCO, Private 
Electric Power Operators Association and Philippine Rural Electric Cooperatives Association, Inc. for re-
evaluation of the feasibility of the December 26, 2011 Open Access Date, the ERC declared the deferment of 
the implementation of Open Access in Luzon and Visayas by reason of the inadequacy of rules, systems, 
preparations and infrastructure required therefor. 
 
In 2012, the ERC, together with the DOE and PEMC, worked on the development of the Transitory Rules to 
govern the initial implementation of Open Access, which rules were finalized and issued by the ERC in 
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December 2012. Under the said rules, the ERC declared December 26, 2012 as the Open Access Date, while 
the period from December 26, 2012 to June 25, 2013 was declared as the Transition Period during which the 
required systems, processes and information technology structure relating to Open Access will be developed 
and finalized, and registration of retail electricity suppliers and contestable customers into the WESM 
database will be instituted. The period from June 26, 2013 to December 25, 2013 will cover the initial 
commercial operation of Open Access. From December 26, 2013 onwards, full retail competition will be 
implemented, with PEMC assigned to perform the functions of the Central Registration Body tasked to 
undertake the development and management of the required systems, processes and information technology 
structure and the settlement of transactions in the WESM relating to Open Access. 
 
In Mindanao, a truly competitive environment required by Open Access is not expected in the near future 
because the largest generating asset owned by NPC in Mindanao has yet to be privatized. In December 2013, 
however, the Interim Mindanao Electricity Market commenced operations to address the supply shortfall in 
the grid through the utilization of available resources such that all registered generating facilities are 
mandated to fully account their capacities in the market. 
 
In December 2013, ERC issued revised licensing regulation for RES operating in the retail supply segment. In 
the ERC revised rules, no RES licenses will be issued to generating companies, IPPA and affiliates of distribution 
utilities during a transition period or until the ERC deems appropriate in consideration of market conditions. 
Additional restrictions were provided such as (1) including the contracted capacity of the RES in the grid 
limitations imposed on the total capacity controlled by its affiliate generation companies; (2) limiting the 
supply by a RES to its affiliate end-users toup to 50% of the RES’ capacity; and (3) limiting the supply by a 
generation company to its affiliate RES toup to 50% of the generation requirements of such RES. The Retail 
Electricity Suppliers Association of the Philippines, Inc. (RESA) has filed in the Regional Trial Court of Pasig City 
a petition for declatory relief with an urgent application for an injunction on the ground that the revised rules 
are unconstitutional and invalid. 
 
Unbundling of Rates and Removal of Subsidies 
 
The EPIRA mandated the unbundling of distribution and wheeling charges from retail rates with such 
unbundled rates reflecting the respective costs of providing each service. It also mandated the removal of 
cross subsidies other than the lifeline rate for marginalized end-users which shall subsist for a period of 20 
years, unless extended by law. The lifeline rate is a socialized pricing mechanism set by ERC for low-income, 
captive electricity consumers who cannot afford to pay the full cost of electricity. 
 
Implementation of the Performance-based Rate-setting Regulation 
 
On December 13, 2006, the ERC issued the RSDWR for privately-owned distribution utilities entering PBR for 
the second and later entry points, setting out the manner in which this new PBR rate-setting mechanism for 
distribution-related charges will be implemented. PBR replaces the RORB mechanism which has historically 
determined the distribution charges paid by customers. Under PBR, the distribution-related charges that 
distribution utilities can collect from customers over a four-year regulatory period is set by reference to 
projected revenues which are reviewed and approved by ERC and used by ERC to determine the distribution 
utility’s efficiency factor. For each year during the regulatory period, the distribution utility’s distribution-
related charges are adjusted upwards or downwards taking into consideration the utility’s efficiency factor as 
against changes in overall consumer prices in the Philippines. 
 
The ERC has also implemented a PIS whereby annual rate adjustments under PBR will take into consideration 
the ability of a distribution utility to meet or exceed service performance targets set by ERC, such as the: (1) 
average duration of power outages, (2) average time of restoration to customers and (3) average time to 
respond to customer calls, with utilities being rewarded or penalized depending on their ability to meet these 
performance targets. 
 
Cotabato Light’s second regulatory period ended on March 31, 2013.  A reset process should have been 
initiated 18 months prior to the start of the third regulatory period covering April 1, 2013 to March 31, 2017.  
The reset process, however, has been delayed due to the issuance of an Issues Paper on the Implementation 
of PBR for distribution utilities under the RDWR by the ERC in 2013.  This paper aims to revisit various matters 
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relating to the reset process.  The ERC has solicited comments from industry participants and has been holding 
public consultations on the Issues Paper. 
 
In March 2013, VECO and Davao Light filed their rate translation application for the fourth regulatory year 
from July 1, 2013 to June 30, 2014.  The ERC set the distribution, supply and metering charges of Davao Light 
and VECO in its Decisions dated June 24, 2013.  In the case of VECO, since its implementation of the rate 
translation in the third regulatory year was delayed by five months, recovery for the under-recovery was 
included in its MAP recalculation for the fourth regulatory year. A motion for reconsideration was filed by 
VECO on July 26, 2013 for the ERC to amend its rate design to fully achieve the correct Annual Revenue 
Requirement for the fourth regulatory year.  The said motion was decided upon by ERC in an Order dated 
December 9, 2013 (docketed January 16, 2014) modifying the approved rates in the previous Decision.  The 
under-recoveries arising therefrom may be recovered in the next rate filing under the K-factor (correction 
factor) of the MAP formula. 
 
For SEZ's and SFELAPCO’s second regulatory year covering October 1, 2012 to September 30, 2013, SEZ was 
able to implement the new rate schedule in January 2013 while SFELAPCO’s implementation began in April 
2013.  Consequently, the resulting under-recoveries from the lag starting from October 1, 2012 were included 
by SFELAPCO and SEZC as under-recoveries in its rate filings in the third regulatory year.  The said applications 
are still under ERC’s review . 
 
Compliance with the Philippine Distribution Code and the Philippine Grid Code 
 
Each of AboitizPower’s Distribution Utilities has submitted to ERC a Compliance Monitoring Report based on a 
self-assessment of a distribution utility’s compliance with the Philippine Distribution Code.  These Compliance 
Monitoring Reports were accompanied by Compliance Plans which outline the activities and projects to be 
undertaken by a distribution utility to fully comply with the prescribed technical, performance and financial 
standards of the Philippine Distribution Code. 
 
Similarly, APRI, TMI and Hedcor have submitted to the ERC their respective Grid Compliance Monitoring 
Report based on self-assessments of their compliance with all prescribed technical specifications and 
performance standards of the Philippine Grid Code.  Reliable and attainable Compliance Plans accompanied 
these reports to outline the activities and projects that will cause compliance by a generation company with 
the requirements of the Philippine Grid Code. 
 
Reduction of Taxes and Royalties on Indigenous Energy Resources 
 
EPIRA mandates the President of the Philippines to reduce the royalties, returns and taxes collected for the 
exploitation of all indigenous sources of energy, including but not limited to, natural gas and geothermal 
steam, so as to effect parity of tax treatment with the existing rates for imported coal, crude oil, bunker fuel 
and other imported fuels. Following the promulgation of the implementing rules and regulations, former 
President Gloria Macapagal-Arroyo enacted Executive Order No. 100 to equalize the taxes among fuels used 
for power generation. 
 
Proposed Amendments to the EPIRA 
 
Since the enactment of the EPIRA, members of Congress have proposed various amendments to the law and 
its implementing rules and regulations. A summary of the significant proposed amendments are as follows: 
 

 Disallowance of the recovery of stranded debts and contract costs by the NPC, PSALM, generation 
companies and distribution utilities; 

  Modification of the definition of the term “Aggregator,” which is proposed to mean a person or entity 
without legislative franchise which is duly licensed by the ERC to engage in consolidating electric 
power demands of end-users of electricity in a contestable market within a franchise territory of 
another party for the purpose of purchasing and reselling electricity on a group basis; 

 Imposition of an additional requirement that an IPP must have an existing purchase power contract 
with NPC or a distribution utility; 

 Notice to interested parties and public hearing are required for the performance of the following acts: 
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i.  determination of the captive market by the ERC; 
ii.  determination of contestable customers by the ERC; 
iii.  determination of the method for computing the price of electricity in the WESM; 
iv.  approval of transmission charges, wheeling charges, connection fees and retail rates by theERC; 

and 

v. determination of whether the cost of administering and operating the WESM shall be recovered 
by the market operator through a charge imposed on all market members; 

 Modification of the definition of Subtransmission Assets to apply to all facilities of the same class 
regardless of voltage; 

 The use of “least cost” instead of “full recovery of prudent and reasonable economic costs” as the 
standard for the computation of retail rates by distribution utilities. “Least Cost” is defined as the 
efficient and effective rate that would be incurred to meet the requirement of the captive market of 
each distribution utility; 

 Electric cooperatives are given access to the missionary electrification fund collected through 
universal charges; 

 Exclusion of the following items from the rate base charged by Transco and distribution utilities to the 
public: corporate income tax, value of the franchise, value of real or personal property held for 
possible future growth, costs of over-adequate assets and facilities, and amount of all deposits as a 
condition for rendition and continuation of service; 

 Prohibition of cross-ownership between generation companies and distribution utilities or any of 
their subsidiaries, affiliates, stockholders, officials or directors, or the officials, directors, or other 
stockholders of such subsidiaries or affiliates, including the relatives of such stockholders, officials or 
directors within the fourth civil degree of consanguinity; 

 Prohibition against distribution utilities under bilateral electric power supply contracts from sourcing 
more than 33% of its total electric power supply requirements from a single generation company or 
from a group of generating companies wholly-owned or controlled by the same interests; 

 Addition of the following exceptions under Section 45 of EPIRA (Cross Ownership, Market Power 
Abuse and Anti-Competitive Behavior): (1) generating companies utilizing or producing power from 
site-specific indigenous and renewable energy source such as hydro, geothermal and wind power and 
(2) if the breach in market share limits is due to the temporary or permanent shutdown or non-
operation of other generating facilities; 

 Exemption or deferral of the privatization of some assets of NPC, such as the Unified Leyte 
(Tongonan) Geothermal Complexes, Agus and Polangui Complexes and Angat Dam; 

 Expansion of the definition of host communities to include all barangays, municipalities and provinces 
or regions which protect and maintain watersheds that are providing water supply to the dam or 
hydroelectric power generating facility; 

 Imposition of a uniform franchise tax for distribution utilities equivalent to 3% of gross income in lieu 
of all taxes; and 

 Provision of the following rights toconsumers of electricity: (1) right to quality, reliable, safe and 
regular supply of electricity; (2) right to courteous, prompt and nondiscriminatory service by electric 
service providers; (3) right to transparent, non-discriminatory and reasonable price of electricity; (4) 
right to access information on matters affecting electric service; (5) right to prompt and speedy 
disposition of complaints; (6) right to knowledge and freedom to choose electric service retailer upon 
implementation of retail competition; and (7) right to organize as a consumer organization. 
 

The Renewable Energy Act of 2008 
 
The RE Law was signed into law by Former President Arroyo on December 16, 2008 and became effective in 
January 2009. 
 
Among the RE Law’s declared policies is to accelerate and develop the use of the country’s renewable energy 
(RE) resources to (a) reduce the country’s dependence on fossil fuels, thereby minimizing exposure to price 
fluctuations in the international markets, and (b) reduce or prevent harmful emissions and promote a healthy 
and sustainable environment. 
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The RE Law imposes a government share on existing and new RE development projects at a rate of 1% of gross 
income from sale of renewable energy and other incidental income from generation, transmission and sale of 
electric power except for indigenous geothermal energy which shall be at a rate of 1.50% of gross income. 
Microscale projects for communal purposes and non-commercial operations with capacities not exceeding 100 
kW will not be subject to this government share. 
 
The RE Law offers fiscal and non-fiscal incentives to RE developers, including developers of hybrid systems, 
subject to certification by the DOE in consultation with the BOI. These incentives include income tax holiday 
for the first Series As of commercial operations; duty-free importations of RE machinery, equipment and 
materials effective within ten years upon issuance of certification, provided, said machinery, equipment and 
materials are directly and actually needed and  exclusively used in RE facilities; special realty tax rates on civil 
works, equipment, machinery and other improvements of a registered RE developer not exceeding 1.50% of 
the net book value; net operating loss carry-over; corporate tax rate of 10% after the seventh year; 
accelerated depreciation; zero-percent value-added tax on sale of fuel or power generated from RE sources 
and other emerging sources using technologies such as fuel cells and hydrogen fuels and on purchases of local 
supply of goods, properties and services needed for the development, construction and installation of RE 
facilities; cash incentives for missionary electrification; tax exemption on the sale of carbon emission credits; 
and tax credit on domestic purchases of capital equipment and services. 
 
All fiscal incentives apply to all RE capacities upon effectivity of the RE Law. RE producers from intermittent RE 
resources are given the option to pay transmission and wheeling charges on a per kilowatt-hour basis at a cost 
equivalent to the average per kilowatt-hour rate of all other electricity transmitted through the grid. Qualified 
and registered RE generators with intermittent RE resources shall be considered “must dispatch” based on 
available energy and shall enjoy the benefit of priority dispatch. Electricity generated from RE resources for the 
generator’s own consumption and/or for free distribution to off-grid areas is exempt from the universal 
charge. The RE Law further provides financial assistance from government financial institutions for the 
development, utilization and commercialization of renewable energy projects, as may be recommended and 
endorsed by the DOE. 
 
Pursuant to Department Circular No. DO2009-05-008 dated May 25, 2009 (Rules and Regulations 
Implementing the Renewable Energy Act of 2008), the DOE, the BIR and the Department of Finance (DOF) 
shall, within six months from its issuance, formulate the necessary mechanism and/or guidelines to implement 
the entitlement to the general incentives and privileges of qualified RE developers. However, as of this date, 
no specific guidelines or regulations have been issued by the relevant implementing agencies. Such being the 
case, the RE companies of AboitizPower, such as APRI, LHC, Hedcor Sibulan, Hedcor Tamugan, SNAP-Magat 
and SNAP-Benguet, filed on August 6, 2010 a request before the BIR Law Division for a ruling on the 
application of zero-rated valueadded tax on all its local purchases of goods and services needed for the 
development of RE plant facilities, exploration and development of RE sources and their conversion into 
power. To date, the said request is still pending with the BIR Law Division. 

 
In Resolution No. 10, Series of 2012, the ERC adopted the following FIT and degression rates for electricity 
generated from biomass, run-of-river hydropower, solar and wind resources: 
 

 FIT Rate (Php/kWh) Degression Rate 

Wind 8.53 0.5% after year 2 from effectivity of FIT 

Biomass 6.63 0.5% after year 2 from effectivity of FIT 

Solar 9.68 6% after year 1 from effectivity of FIT 

Hydro 5.90 0.5% after year 2 from effectivity of FIT 

 
In early 2014, the ERC issued the guidelines on the collection of the FIT allowance (FIT-All) and the 
disbursement of the FIT-All Fund by Transco.  The FIT-All shall be a uniform charge to be collected for the 
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guaranteed payment of the FIT for electricity generator from emerging renewable energy technolgoies and 
actually delivered to the transmission and/or distribution network by RE developers. 

 
Similarly, in 2013, the ERC had issued the rules enabling the net metering program for RE.  The rules, among 
others, seek to encourage end-users to participate in RE generation by requiring distribution utilities, upon the 
request of a distribution end-user with an installed RE system, to enter into a netmetering agreement with 
such end-user, subject to technical considerations and without discrimination. 
 
The National Renewable Energy Board (NREB) is presently in the process of preparing the Renewable Portfolio 
Standards which, under the RE Law, shall be a market-based policy requiring electricity suppliers to source an 
agreed portion of their energy supply from eligible RE resources. It is likewise in the process of drafting rules 
enabling the net metering program for RE, which shall govern distributed generation and providing for the 
criteria of eligibility of RE developers to the FIT. 
 
New ERC Regulation on Systems Loss Cap Reduction 
 
Under ERC Resolution No. 17, Series of 2008, the actual recoverable systems losses of distribution utilities was 
reduced from 9.50% to 8.50%. The new system loss cap was implemented in January 2010. 
 
Under the new regulation, actual company use of electricity shall be treated as an expense of the distribution 
utilities, particularly, as an O&M expense in the PBR applications. 

 

In December 2009, VECO and Cotabato Light filed separate petitions in the ERC for the deferment of 
theimplementation of the new systems loss cap of 8.50%, citing circumstances peculiar to their respective 
franchise and beyond the control of VECO and Cotabato Light that affect the system loss incidence in their 
areas.  Although these petitions remain pending before the ERC, unaccounted systems losses of VECO and 
Cotabato Light in 2013 stood at 7.79% and 8.32%, respectively. 
 
Proposed Power Supply Agreement Rules 
 
ERC introduced the draft “Rules Governing the Execution, Review and Evaluation of Power Supply Agreements 
Entered into by Distribution Utilities for the Supply of Electricity to their Captive Market” in October 2013. In 
the proposed rules, a distribution utility is required to undertake a competitive selection process before 
contracting for supply of electricity to its captive market and ERC shall establish a benchmark rate that shall 
serve as reference price to assess the price that a generation company may offer. The draft rules also provide 
that the ERC’s decision on a power supply agreement shall be binding on the parties and any termination or 
“walk-away” clause shall not be allowed. AboitizPower submitted its position paper to the ERC stating that the 
proposed rules will violate the equal protection clause of the 1987 Philippine Constitution and the mandate 
and intent of the EPIRA in connection with the ERC’s regulatory power.  As of date, public consultations on the 
proposed rules were concluded and the Company is awaiting the final rules from the ERC. 
 
Pricing and Cost Recovery Mechanism 
 
Reserves are forms of ancillary services that are essential to the management of power system security.  The 
provision of reserves facilitates the orderly trading, and ensures the quality of electricity. 
 
As provided in the WESM Rules, when reasonably feasible, the Market Operator, in coordination with the 
System Operator, shall establish and administer a spot market for the purchase of certain reserve categories.  
The reserve categories that shall be traded in the WESM are regulating, contingency and dispatchable reserves 
as well as interruptible loads in lieu of reserves. 
 
The WESM Reserve PCRM is intended to supplement the WESM Price Determination Methodology for 
purposes of providing the details of formula and procedures by which reserve trading amounts and reserve 
cost recovery charges for the categories of reserve that will be traded in the WESM are calculated.  Once 
approved by the ERC, this Reserve PCRM will apply to all reserve categories traded in the WESM and will 
supersede, to this extent, the Ancillary Services Cost Recovery Mechanism of the Transco. 
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The Reserve PCRM covers the determination of (1) reserve trading amounts of reserve providers; (2) 
determination of reserve cost recovery charges; and (3) administered reserve prices and reserve cost recovery 
charges.  As of date, the Reserve PCRM is the subject of an application by the Market Operator, which is 
pending the approval of the ERC. 

 
ESTIMATE OF AMOUNT SPENT FOR RESEARCH AND DEVELOPMENT ACTIVITIES 
 
AboitizPower and its Subsidiaries do not allocate specific amounts or fixed percentages for research and 
development.  All research and developmental activities are done by AboitizPower’s Subsidiaries and Affiliates 
on a per project basis.  The allocation for such activities may vary depending on the nature of the project. 
 

COSTS AND EFFECT OF COMPLIANCE WITH ENVIRONMENTAL LAWS 
 
AboitizPower’s generation and distribution operations are subject to extensive, evolving and increasingly 
stringent safety, health and environmental laws and regulations.  These laws and regulations, such as the 
Clean Air Act (RA8749), address concerns relating to, among other things, air emissions; wastewater 
discharges, the generation, handling, storage, transportation, treatment and disposal of toxic or hazardous 
chemicals, materials and waste; workplace condition; and employee’s exposure to hazardous substances. 
Standard laws and regulations that govern business operations include the Ecological Solid Waste 
Management Act (RA9003), Clean Water Act (RA9275), Toxic Chemical Substances and Hazardous Waste Act 
(RA6969) and Philippine Environmental Impact Statement System (PD 1586).  The Renewable Energy Act of 
2008 (RA 9513) adds new and evolving measures that must be complied with. The law ushers new 
opportunities for the Company and sets competitive challenges.  Regulations such as Energy Regulation 1-94 
gets the companies to allocate funds for the benefit of host communities. Compliance is not only for the 
protection of the natural environment but also of the communities that inhabit the landscape. 
 
Each of AboitizPower’s Generation Companies and Distribution Utilities has incurred, and expects to continue 
to incur, operating costs and capital expenditures to comply with safety, health and environmental laws and 
regulations. An example is AboitizPower’s hydropower companies allocating a budget for watershed 
management system in the watersheds where their projects are located.  Designated pollution control officers 
in the different business units closely monitor compliance to the requirements of the above laws. 
 
In 2012, AboitizPower and its Subsidiaries and Affiliates did not incur any major sanctions for violation of 
environmental standards and law. Investments for occupational health and safety measures paid off for some 
companies who have gained recognition for operating without accidents. 
 
In 2012, AboitizPower companies Hedcor Sibulan, Hedcor  and APRIwere accorded the DENR’s Environmental 
Partnership Program for superior environmental performance. This recognition is givento companies who show 
evidence of “going beyond simple compliance, and being driven by competitiveness, image and suppl ychain 
requirements to improve their performance”. SNAP-Benguet (BingaPlant) was awarded the ERC’s Compliance 
Certificate for its compliance to energy laws, orders and regulations; while the SNAP-Benguet (Ambuklao Plant) 
was awarded the Silver Prize in the Best Power Plant Upgrade category by the Asian Power Awards. Each of 
SNAP-Benguet and SNAP-Magat sustained its ISO 14001 certification.  Meanwhile, CPPC received various 
awards and recognition for excellent environmental performance, particularly with respect to air and water 
quality. 
 
AboitizPower continues to be cognizant of new opportunities to comply with regulatory requirements and 
improvement of systems to prevent adverse impacts to the environment or affected ecosystems. 
 

EMPLOYEES 
 
On the parent company level, AboitizPower has a total of 205employees as of March 31, 2014 composed of 
executive, supervisory, and rank and file staff. There is no existing collective bargaining agreement covering 
AboitizPower employees. 
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As of March 31, 2014, the Company, VECO, SNAP-Benguet, SNAP-Magat, EAUC and MORE employed a total of 
928 employees. 
 
The following table provides a breakdown of total employee headcount on a per company basis, according to 
employees' function, as of March 31, 2014: 
 

Busienss 
Unit 

Number of Employees Unionized 
Employees 

Expiry of 
Collective 
Bargaining 
Agreement 

(CBA) 

Total Executives Managers Supervisors Rank 
& File 

Contractual 

Aboitiz 
Power 

205 45 40 26 91 3 N/A N/A 

AESI 2 0 0 0 0 2 N/A N/A 

BEZ 5 0 0 1 4 0 N/A N/A 

MEZ 8 1 0 1 5 1 N/A N/A 

ARI 0 0 0 0 0 0 N/A N/A 

APRI 271 8 18 46 199 0 61 May 2, 2017 

CPPC 108 0 2 12 33 61 N/A N/A 

EAUC 99 1 3 14 27 54 N/A N/A 

LHC 32 0 2 7 23 0 N/A N/A 

MORE 79 12 14 18 31 4 N/A N/A 

SEZ 39 2 4 4 27 2 N/A N/A 

SN Aboitiz 
Power – 
Generation, 
Inc. 

15 0 3 1 5 6 N/A N/A 

SNAP-Magat 44 1 3 16 21 3 N/A N/A 

SNAP-
Benguet 

64 1 4 25 30 4 N/A N/A 

STEAG 
Power 

197 3 17 41 136 0 N/A N/A 

SPPC 66 0 7 19 62 2 N/A N/A 

Cotabato 
LIght 

60 1 2 15 39 3 39 June 30, 
2014 

Davao Light 358 12 25 68 245 8 142 June 16, 
2016 

Hedcor 395 13 16 49 198 119 142 September 
19, 2017 



 

 136 

Busienss 
Unit 

Number of Employees Unionized 
Employees 

Expiry of 
Collective 
Bargaining 
Agreement 

(CBA) 

Total Executives Managers Supervisors Rank 
& File 

Contractual 

VECO 437 7 28 56 333 13 188 December 
31, 2016 

SFELAPCO 269 2 14 7 62 184 62 May 11 
2014 

TOTAL NO. 
OF 
EMPLOYEES 

2,843 109 206 442 1,619 469 634  

 
 
The Company does not anticipate any increase in manpower within the next 12 months unless new 
development projects and acquisitions would materially require an increase. 
 
On October 28, 2010, the Visayan Electric Company Employees Union-ALU-TUCP (the Union) filed a Notice of 
Strike against VECO on grounds of unfair labor practice for alleged illegal dismissal of the union president and 
officers and alleged failure to observe the grievance procedure in the CBA. The Secretary of Labor assumed 
jurisdiction over the strike and remanded the illegal dismissal case of the union president to the National Labor 
Relations Commission (NLRC) for compulsory arbitration. 
 
On June 30, 2011, the NLRC dismissed the charge of unfair labor practice against VECO for lack of merit, and 
declared legal the dismissal from employment of the union president. The Union moved to reconsider the 
adverse decision of the NLRC, but the motion was denied. Consequently, on October 18, 2011, the Union filed 
a petition for certiorari which was dismissed by the Court of Appeals (CA) for being filed out of time. On March 
14, 2013, the Union filed a petition for certiorari before the Supreme Court questioning the decision of the CA. 
 
VECO filed its comments to the petition last July 1, 2013.  The Union was ordered to file its reply pursuant to a 
resolution by the Supreme Court dated September 16, 2013.  Despite the aforementioned Supreme Court 
resolution, no reply has been filed by the Union.  The petition has already been submitted for resolution. 
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INSURANCE 
 
It Is the Company’s policy to obtain and maintain insurance coverage for its operating assets and employees 
that is in line with industry standards and good business practices. 
 
Power Generation Companies 
 
Group Insurance Program – Industrial All Risks.  To maximize the coverage and competitiveness of insurance 
terms and conditions, the company had grouped the insurance coverage of the following generating 
companies: 
 

 AP Renewables, Inc (APRI) 

 Hedcor Sibulan, Inc. (HIS) 

 Luzon Hydro Corporation (LHC) 

 Therma Marine, Inc. (TMI) 

 Therma Mobile, Inc. (TMO) 

 Cebu Private Power Corporation (CPPC) 

 SN Aboitiz Power (SNAP) 

 Therma Luzon, Inc. (TLI) 
 
The Group Policy covers Industrial All Risks (IAR) insurance that will respond to losses and/or damages  (1) to 
declared properties including machinery breakdown and (b) business interruption insurance, procured through 
Pioneer Insurance and Surety Corporation with policy period of November 30, 2013 to May 31, 2015. 
 
Declared values per generation unit above is as follows: 
 

 
Entity 

Declared Values (US $) 

PD BI Total 

APRI 866,000,000 76,000,000 942,000,000 

HIS 110,000,000 26,000,000 136,000,000 

LHC 201,000,000 28,000,000 229,000,000 

CPPC 79,000,000 10,000,000 89,000,000 

TMI 241,000,000 30,000,000 271,000,000 

TMO 329,000,000 - 329,000,000 

SNAP 766,000,0,,, 433,000,000 1,199,000,000 

Fuel Stock 37,800,000 - 37,800,800 

Total 2,629,800,000 603,000,000 3,232,800,000 

 
 
Group Insurance Program – Sabotage and Terrorism.  The company has procured Sabotage and Terrorism 
insurance that covers property damage and business interruption caused by any acts of sabotage and/or 
terrorism for AEV Group including power generation and distribution units.  The policy also extends to cover 
losses and/or damages cause by any acts of Political Violence.  This is a group policy with shared limit of 
US$250 million for acts of Sabotage and Terrorism and US$50 million for acts of Political Violence.  This cover 
is from November 30, 2013 to November 30, 2014 insured through PNB General Insurers. 
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Group Property and Electronic Equipment Insurance.  Noting that office-based properties has lesser risk 
exposure compared to the generating plants, the company has procured a separate policy to cover properties 
which are considered as office-based.  This was procured from PNB General Insurers with policy period of July 
31, 2013 to July 31, 2014. 
 

 
BU 

Declared Values (US $) 

Property Insurance Electronic Equipment Property Floater 

Hedcor Sibulan 32,609,382 3,522,788 5,662,999 

Hedcor Tudaya 1,990,644 540,131 276,964 

Hedcor, Inc. 178,005,421 24,353,501 39,632,530 

Luzon Hydro 16,070,103 3,617,238 - 

Therma Luzon 1,201,284 1,915,716 1,713,875 

Therma Mobile 165,843,040 - - 

Therma South 2,000,000 756,993 - 

 
Group Comprehensive General Liability Insurance.  To mitigate risks related to Third Party Liability for bodily 
injury and/or property damage, the company procured group cover for the following business units through 
AIG Philippines Insurance expiring July 10, 2014 
 

BU Limit per Occurrence (in US$) 

Hedcor Sibulan 2,000,000 

AP Renewable 2,000,000 

SNAP – Benguet 10,000,000 

SNAP – Magat 10,000,000 

Luzon Hydro Corporation 5,000,000 

 
 
 
Stand-alone Program.  On a per business unit basis, stand-alone insurance programs were procured to ensure 
that unique risk exposures of particular business unit is mitigated. 
 
Luzon Hydro Corporation (LHC).  Amburayan Bridge.  The bridge is a vital link to the plant, hence, LHC have 
covered the same at Php75 million through Charter Ping An Insurance Corporation with policy period of May 
14, 2014 to May 14, 2015 
 
Hedcor, Inc. – Industrial All Risks – Properties of Hedcor, Inc. is insured through PNB General Insurers (70%) 
and Charter Ping An (30%) as co-insurers, with combined declared value of Php4,109,740,468 for all properties 
located in Benguet and Davao.  Policy period is from November 30, 2013 to November 30, 2014 
 
East Asia Utilities Corporation (EAUC) – Industrial All Risks – Properties of EAUC. is insured through PNB 
General Insurers  with declared value of US$ 54 million with policy period of December 30, 2013 to December 
30, 2014 
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Therma Luzon, Inc  (TLI) – Property Damage / Business Interruption Insurance – Protection of revenue streams 
as IPPA is a risk exposure ofTLI in relation to power generation of Pagbilao Coal-Powered plant.  In relation to 
this, the company has procured business interruption cover through Pioneer Insurance and Surety Corporation 
with a limit of US$304 million.  The policy period is from May 31, 2014 to May 31, 2015 
 
Power Distribution Companies 
 
Group Insurance Program –  Seeing the benefits of grouping the insurance coverage, the Company has 
procured group cover for the following distributions companies: 
 

 Visayan Electric Company 

 Davao Light and Power Company 

 Cotabato Light and Power Company 

 Mactan Enerzone 

 Balamban Enerzone 

 Subic Enerzone 
 
The Group Policy covers Industrial All Risks (IAR) insurance that will respond for losses and/or damages to 
declared properties through PNB General Insurers (70%) and Charter Ping An (30%) as co-insurers, with policy 
period of November 30, 2013 to November 30, 2014 
 

BU Declared Values (in Php) 

Visayan Electric Company 3,011,545,411 

Davao Light 2,944,197,461 

Cotabato Light 419,907,461 

Mactan Enerzone 127,171,933 

Balamban Enerzone 99,536,452 

Subic Enerzone 452,125,673 

 
 
Group Comprehensive General Liability Insurance.  The operations of Distribution Companies comes with Third 
Party Liability exposures. The company has procured a Comprehensive General Liability insurance from 
Pioneer Insurance and Surety Corporation with combined single limit for bodily injury and/or property damage 
of Php5 million per occurrence and in the aggregate with sub-limit of Php1 million for losses related to 
transmission and distribution.  Policy period is from November 30, 2013 to November 30, 2014. 
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Group Money Insurance.  To ensure that cash exposures of the distribution companies are protected, the 
Company has procured Money Insurance from PNB General Insurers for the following units to respond for 
losses/da mages in relation to cash inside and outside premises with extension to payroll robbery as follows: 
 

BU Limit per Occurrence (in Php) 

Visayan Electric Company 5,000,000 

Davao Light 5,500,000 

Cotabato Light 2,000,000 

 
 
Applicable to Both Generation & Distribution Companies 
 
Directors and Officers’ Liability Insurance.  In order to protect the balance sheet of the company as well as the 
personal assets of the company’s directors and officers, a Directors and Officers Liability Insurance was 
procured. The coverage includes all subsidiaries of AEV.  The policy has a limit of Php600 Million issued by AIG 
Philippines Insurance, Inc and Federal Phoenix Insurance Corporation with inception of January 31, 2014 and 
expiring on January 31, 2015. 
 

PROPERTIES 

 
The Company’s head office is located at the 32

nd
 Street, Bonifacio Global City, Taguig City, Metro Manila, 

Philippines. 
 
On a consolidated basis, in 2013, AboitizPower’s Property, Plant and Equipment were valued at Php106.75 bn 
as compared to Php85.15bn for 2012. The breakdown of the Company’s Property, Plant and Equipment as of 
December 31, 2013 and December 31, 2012 is as follows: 
 

Property, Plant and Equipment 2013 2012 

Land Php1,079,468 Php854,556 

Buildings, Warehouses and Improvements 3,239,327 2,628,001 

Powerplant, Equipment and Steamfield Assets 84,148,750 75,733,614 

Transmission, Distribution and Substation Equipment 10,866,448 5,879,842 

Transporation Equipment 903,676 622,169 

Office Furniture, Fixtures and Equipment 342,447 326,682 

Leasehold Improvements 621,144 448,001 

Electrical Equipment 2,433,283 1,934,437 

Meter and Laboratory Equipment 1,076,246 540,541 

Tools and Others 533,276 399,368 

Construciton Progress 20,622,391 11,585,972 

Less: Accumulated Depreciation and Amortization 19,171,705 15,807,855 
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Property, Plant and Equipment 2013 2012 

TOTAL Php106,754,751 Php85,145,298 

Note: Values for the above table are in thousand Philippine Pesos. 

 
Locations of Principal Properties and Equipment of the Company’s Subsidiaries are as follows: 

 

Subsidiary Description Location/Address Condition 

Cotabato Light Industrial land, buildings / 
plants, equipment and 
machineries 

Sinsuat Avenue, Cotabato City In use for operations 

Davao Light Industrial land, buildings / 
plants, equipment and 
machineries 

P. Reyes Street, Davao City and 
Bajada, Davao City 

In use for operations 

Hedcor Hydropower plants Kivas, Banengneng, Benguet; 
Beckel, La Trinidad, Benguet, 
Beineng, La Trinidad, Benguet; 
Sal-angan, Ampucao, Itogon, 
Benguet; and Bakun, Benguet 

In use for operations 

Hedcor Sibulan Hydropower plant Santa Cruz, Sibulan, Davao del 
Sur 

In use for operations 

CPPC Bunker C thermal power 
plant 

Cebu City, Cebu In use for operations 

APRI Geothermal power plants Tiwi, Albay, Caluan, Laguna; 
and Sto. Tomas, Batangas 

In use for operations 

TMI Barge-mounted diesel power 
plants 

Nasipit, Agusan del Norte an 
dBarangay San Roque, Maco, 
Compostela Valley 

In use for operations 

TMO Barge-mounted diesel power 
plants 

Navotas Fishport, Manila In use for operation 

TSI Land Davao City and Davao del Sur For plant site 

TVI Land Bato, Toledo, Cebu For plant site 

 
 

CORPORATE SOCIAL RESPONSIBILITY 
 
The Company strongly believes that business sustainability can be achieved by responsibly balancing the 
interests of people, planet and profit.  To ensure a profitable enterprise that will last for generations, it is 
imperative for every business to operate with a strong social component amid a healthy environment while 
practicing the core principles of good governance and transparency. 
 
The Company recognizes that as an energy company, its operations have an impact on society and on the 
environment. In addition to ensuring that its generation and distribution facilities are operated efficiently and 
in a manner that meets the Government’s environmental standards, the Company is committed to ensure that 
the communities where it operates also benefit and develop together with the Company. To this end, the 
Company has sponsored community development projects in partnership with local government units and 
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other local stakeholders to help address the economic, socio-cultural, health, education and environmental 
concerns of these communities. 
 
The 2013 priority program of the Company involved the integration of CSR, Sustainability and Branding 
programs, particularly in cascading the framework for developing BU-specific CSR programs.  The Company 
implements programs that promote environmental preservation as well as social and economic development 
in the communities where its BUs operate. 
 
The Company contributes to social development programs implemented by the Aboitiz Group. In partnership 
with the Aboitiz Foundation, Inc., the group’s social development arm, the Company identified three major 
areas namely Education, Enterprise Development, and Environment. The Company, however, will continue to 
address the health care and childcare needs of its host communities. In 2013, the highlight of the Foundation’s 
CSR efforts was its #BangonVisayas campaign to raise funds in response to the earthquake and Typhoon 
Yolanda/Haiyan that left a trail of devastation across the Visayas region.  The campaign was initiated to raise 
Php200 mn in funds for the relief, rehabilitation, rebuilding and reconstruction work in the affected areas of 
Typhoon Yolanda.  Through the generosity of the various BUs, partners, friends, team members and donors, 
the campaign successfully raised Php225 mn for this purpose.  The Distribution Companies shared their time 
and effort by restoring 1,042 electrical posts in Northern Cebu and 167 in Leyte. 
 
The Generation Companies have entered into agreements with the different local government units in their 
areas where their plants are located. These companies commit to adopt preferential hiring policies for local 
residents and to donate a portion of its net sales to the local government units concerned.  They have likewise 
financed infrastructure development projects for roads and water systems.  In turn, local governments agree 
to extend their full cooperation and assistance for the protection of the watersheds and the maintenance of 
peace and order. 
 
The SNAP Group held a series of stakeholders’ forums in its host provinces of Benguet, Isabela, Nueva Vizcaya, 
and Ifugao last July 22 to 25, 2013 to discuss the group’s CSR efforts for the past five years.  SNAP-Benguet has 
implemented 179 CSR projects since it acquired the Ambuklao and Binga hydroelectric power facilities in 2008.  
SNAP-Benguet funded 95 projects in Ambuklao and 84 projects in Binga. A majority of these projects were 
focused on indigenous people’s needs, infrastructure, and education.  SNAP-Magat has been implementing a 
total of 212 projects in the host provinces of Isabela, Nueva Vizcaya and Ifugao since 2007, majority of which 
are in the key result areas of infrastructure, education and governance. 
 
The Aboitiz Group, driven by its passion for a better world, continues to pursue various sustainable projects 
that it has implemented in 2012. One of the notable achievements of its green efforts was the planting of 2.94 
million seedlings across the country under the Group’s A-Park program, well in advance of its goal to plant 3 
mn trees by 2015.    
 
The Hedcor Group and its host communities planted over 14,000 trees simultaneously in Benguet, Mountain 
Province, Ilocos Sur, Davao del Sur, Davao City, Brgy. Sibulan, Sta. Cruz, Davao del Sur and in Manolo Fortich, 
Bukidnon. In February 2014, Hedcor completed its pledge to manage 1,000 hectares of watershed within the 
protected areas of Mt. Apo Natural Park, where more than half a million trees were planted for reforestation, 
roadside rehabilitation, riverbank stabilization and agro-forestry. 
 
TSI is expected to implement a widespread reforestation and rehabilitation projects inside the ancestral land 
of the Matigsalog tribe in Marilog District in Davao City, which will cover around 1,000 hectares of the 
ancestral lands. The partnership targets the planting of around one million trees within the period of 10 years. 
 
The Reforestation Park in Cebu was developed by VECO to reforest 540-hectare area within the Central Cebu 
Protected Landscape (CCPL) and 10-hectares of foreshore area on the island of Mactan. The initiative has been 
an ongoing partnership with the Philippine Business for Social Progress (PBSP) since 2010. The local 
community is involved in guarding the area to ensure the survival of the planted seedlings. At this point, a total 
of 916,740 seedlings and 101,559 mangrove species have been planted. 
 
As part of the Company’s commitment to nurture the environment and conserve the Earth’s diminishing 
resources, the Company adopted a female Philippine Eagle in 2010 and named it Pangarap. Pangarap’s home 
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is the Philippine Eagle Center in Calinan, Davao City.  By providing Pangarap with food and shelter, the 
Company hopes to protect the Philippine Eagle which is one of the most endangered species in the world.   
 
To further promote environmental protection and awareness among the youth, APRI in Tiwi and MakBan 
(Makiling-Banahaw) held teambuilding activities in May 2013 as part of its efforts to further build basic 
geothermal energy awareness among their scholars where they discussed the basic geothermal power plant 
operations and other programs and projects of AboitizPower. 
 
The Company is also working together with donors in the private sector, to support the Philippine Government 
in its efforts to reduce weather-related disaster risks in the country through WeatherPhilippines Foundation 
(WPF).  WPF was established to operate a premiere weather forecasting system across the country with the 
installation of automated weather stations (AWS) that will provide accurate and reliable weather forecasts.  By 
December 2013, WPF completed the deployment of 402 AWS across the country.  WPF’s ultimate goal is to 
complement the Department of Science and Technology’s Project NOAH (Nationwide Operational Assessment 
of Hazards).   
 
AboitizPower subsidiary SEZ received a certificate of appreciation for supporting the SBMA Disaster Risk 
Reduction and Management Committee (SDRRMC) for its Adopt-an-Ambulance Program. 
 
On August 28, 2013, the Company launched its Cleanergy Center at the MakBan Geothermal Complex in Bay, 
Laguna to firm up its longstanding commitment to responsible energy development and education in the areas 
where it operates.  The Cleanergy Center – taken from the words “clean energy” and named after 
AboitizPower’s brand for clean and renewable energy – is the country’s first renewable energy learning facility. 
 
In 2013, the Company invested a total of Php103 mn to assist its host communities and committed Php29 mn 
for its environmental programs. 
 
The Company continues to reaffirm its commitment to do its share to protect and enrich our planet and to 
uplift the well-being of the communities through the implementation of various sustainability and CSR 
projects.  The Company is constantly finding better solutions to ensure that its value chain is environmentally 
friendly and is consistent with promoting sustainable development. 
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CERTAIN LEGAL PROCEEDINGS 

 
 
MATERIAL PENDING LITIGATION 
 
VECO Redundancy Program 
 
Jeanu A. Du, et. al vs. VECO (Aguinaldo Agramon et.al.) 
NLRC RAB VII Case No. 04-0956-06 
NLRC RAB VII Case No. 05-1014-06 
NLRC RAB VII Case No. 05-1070-06 
NLRC RAB VII Case No. 05-1099-06 
NLRC RAB VII Case No. 05-1146-06 
NLRC RAB VII Case No. 05-1193-06 
NLRC RAB VII Case No. 06-1253-06 
NLRC RAB VII Case No. 06-1300-06 
NLRC RAB VII Case No. 06-1404-06 
NLRC RAB VII Case No. 08-1708-06 
 
CA GR SP No. 03379 
Court of Appeals, 19th Division 
June 15, 2006 
 
SC GR No. 203410 
Supreme Court  
 
VECO is involved in cases for illegal dismissal and/or non-payment of retirement benefits filed by 
approximately 120 former VECO employees claiming back wages, damages and reinstatement. These 
employees previously accepted VECO’s redundancy program, a program initiated in 2004 and explained and 
discussed at length with VECO’s labor union and entire work force at that time.  
 
After receiving their separation benefits under the redundancy program, these employees questioned their 
separation from VECO and filed illegal dismissal cases.  All these cases were decided in favor of VECO at the 
labor arbiter and Court of Appeals (CA) levels.  One of the cases, Alejo C. Pol, et. al vs. VECO, reached the 
Supreme Court and was decided in favor of VECO, with the Supreme Court declaring the redundancy 
program as a valid exercise of management prerogative. 
 
On November 26, 2012, the Supreme Court issued a resolution on the remaining case questioning the 
redundancy program, Jeanu A. Du, et. al. vs. VECO.  In the said resolution, the Supreme Court ruled in favor 
of VECO and declared that the redundancy program was a valid exercise of management prerogative.  The 
Judgment was entered on October 16, 2013. 
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VECO vs. Roy Salubre, et. al. 
Civil Case No. CEB-36172 
RTC Branch 16, Cebu City 
 
CA-GR CEB Sp. No. 05752 
Court of Appeals 
 
SC GR No. 210517 
Supreme Court 
 
This case was filed by VECO against the Province of Cebu to question the legality of the assessment of 
delinquency in the payment of real property taxes on VECO’s electric posts and transformers located in 
Consolacion, Cebu.   
 
It is VECO’s position that its electric poles and transformers are exempt from real property taxes on the 
ground that these are not real properties.  VECO also maintains that it is exempt from paying real property 
tax on electric posts and transformers by virtue of its legislative franchise (RA 9339).  VECO’s position was 
upheld by the Regional Trial Court (RTC). The Province of Cebu contested the decision of the lower court and 
elevated the case to the CA.   
 
On June 19, 2013, the CA dismissed the appeal of the Province of Cebu on the ground that appeal was the 
wrong mode to assail the decision of the lower court. The Province of Cebu filed a Motion for 
Reconsideration. The CA denied the Motion of Reconsideration, saying that the Province of Cebu “did not 
raise any new or substantial reason that would merit upturning of our findings in the assailed Decision.” 
 
The Province of Cebu filed on January 15, 2014 a Petition for Certiorari before the Supreme Court to contest 
the decision of the CA.On April 22, 2014, the the Province of Cebu filed its Motion for Reconsideration. 
 
 

In The Matter of the Assessed Real Property Tax On Electric Posts And Transformers Located Within Talisay 

City 
Local Board of Assessment Appeals- Talisay City 
December 30, 2003 
 
On October 29, 2003, the Local Board of Assessment Appeals (LBAA) of Talisay City, Cebu issued a Notice of 
Assessment and Tax Bill (for Tax Declaration Nos. 68006 to 68065) against VECO for Php10.50 mn of real 
property tax on VECO’s electrical posts and transformers.  The assessment was increased to Php16.90 mn in 
2004.  On November 17, 2005, the assessment was further increased to Php17.50 mn.  In 2003, VECO paid 
under protest the amount of Php2 mn.  This matter is currently pending before the LBAA of Talisay City. 
 
VECO filed on May 10, 2007 a letter-request for legal opinion/confirmation before the Bureau of Local 
Government Finance, Department of Finance as regards the exemption from real property tax of VECO’s 
electrical poles pursuant to VECO’s legislative franchise.  This request is also pending for resolution. 
 
 

In The Matter Of The Assessed Real Property Tax On Electric Posts And Transformers Located Within The 

Municipalities Of Minglanilla, Consolacion and Lilo-an, Province of Cebu 
Local Board of Assessment Appeals- Province of Cebu 
September 23, 2008 
 
On July 25, 2008, the Provincial Assessor of Cebu issued a Notice of Assessment for the electric poles and 
transformers owned by VECO located in the Municipalities of Minglanilla, Consolacion and Lilo-an.  The 
Provincial Assessor, motu proprio, declared for tax purposes for the first time the said properties under Tax 
Declaration Nos. 39178 to 39193 (for Minglanilla), 39135 to 39166 (for Consolacion) and 54445 to 54458 (for 
Liloan).  On August 27, 2008, VECO received a letter from the Provincial Treasurer demanding payment of 
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approximately Php32 mn as real property tax due on the supposed real properties computed from year 
1992 up to 2008, including penalties, to the three municipalities. 
 
On September 23, 2008, VECO filed a Notice of Appeal and Memorandum of Appeal before the LBAA of the 
Province of Cebu questioning the demand letter and refuting the assessment on the following grounds: (1) 
VECO is exempt from paying real property tax on poles, wires and transformers by virtue of its legislative 
franchise (RA 9339); (2) poles and transformers are not real properties; (3) the valuation is erroneous and 
excessive; (4) it includes assessments which have already prescribed; (5) the municipalities did not give 
VECO the opportunity to present controverting evidence; (6) it did not consider depreciation cost of the 
assets; (7) the assessment violates due process for it did not comply with Section 223 of the Local 
Government Code of 1991 (LGC); (8) the Provincial Assessor erred in giving retroactive effect to the 
assessment in violation of Section 221 of the LGC; and (9) the assessments are null and void for lack of 
ordinance on the schedule of market values and lack of publication of the same. 
 
To date, the said appeal is still pending resolution. 
 

Luzon Hydro Corporation vs. The Province Of Benguet, The Provincial Treasurer Of Benguet And Hon. 

Imelda I. Macanes In Her Capacity As Provincial Treasurer Of La Trinidad, Province Of Benguet 
Civil Case No. 08-CV-2414 
RTC Branch 10, La Trinidad, Benguet 
March 7, 2008 
 

On October 11, 2007, the Provincial Treasurer of Benguet issued a franchise tax assessment against LHC, 
requiring LHC to pay franchise tax for the years 2002 to 2007 in the approximate amount of Php40.40 mn, 
inclusive of surcharges and penalties. LHC filed a protest letter with the Provincial Treasurer on December 
2007 on the ground that LHC is not a grantee of any legislative franchise on which basis franchise taxes may 
be imposed. On February 8, 2008, the Provincial Treasurer, through the Provincial Legal Officer, denied 
LHC’s protest.  On March 7, 2008, LHC filed before the RTC of Benguet a petition against the Provincial 
Treasurer of Benguet for the annulment of the franchise tax assessment. 

 

On February 18, 2014, the RTC rendered a Decision in favor of LHC declaring the franchise tax assessment 
ineffective for lack of sufficient evidence that LHC is holding a special or secondary franchise to operate its 
plant in Benguet.  The Province of Benguet filed a Motion for Reconsideration, a copy of which was received 
by LHC on March 13, 2014.  The RTC set the hearing on the Province’s Motion to August, 2014. 
 
Hedcor Inc. vs.The Province of Benguet, The Provincial Treasurer of Benguet and Hon. Imelda I. Macanes in 

her Capacity as Provincial Treasurer 
Civil Case No. 08- CV-2398 
RTC Br. 63, La Trinidad, Benguet 
January 4, 2008 
 
On October 22, 2007, Hedcor received a franchise tax assessment from the Provincial Treasurer of the 
Province of Benguet requiring Hedcor to pay the alleged unpaid franchise taxes of HEDC and Cleanergy 
(formerly, Northern Mini Hydro Corporation) in the approximate amount of Php30.9 mn, inclusive of 
surcharges and penalties, for the fourth quarter of 1995 up to 2007.  Hedcor filed a protest letter on the 
basis that HEDC and Cleanergy are not required to pay franchise taxes.  Hedcor’s protest was denied by the 
Provincial Treasurer in a letter dated November 27, 2007. 
 
Pursuant to Section 195 of the LGC, Hedcor filed a petition on January 4, 2008 against the Provincial 
Treasurer before the RTC to annul the assessment of the franchise tax.  On February 18, 2008, the Province 
of Benguet filed its answer to the petition, insisting on the liability of Hedcor and relying on the Articles of 
Incorporation of Hedcor to substantiate its allegation that Hedcor possesses both primary and secondary 
franchises.  Hedcor is of the opinion that it is not liable for franchise tax since it does not need a national 
franchise to operate its business pursuant to Section 6 of the EPIRA.  Moreover, Hedcor argues that it is a 
separate and distinct legal entity from HEDC and Cleanergy, and as such, it cannot be made liable for 
whatever obligation, if any, as may pertain to HEDC and/or Cleanergy. 
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On June 13, 2012, RTC Benguet rendered a decision adverse to Hedcor.  On July 16, 2012, Hedcor filed a 
Motion for Partial Reconsideration as well as a Supplement to the Motion for Reconsideration on July 19, 
2012.  At the hearing on the said motions on August 17, 2012, Hedcor presented its arguments. The Province 
of Benguet failed to file any comment or opposition to the Motion or its supplement. 
 
The RTC of Benguet decided the case in favor of Hedcor.  However,  Province of Benguet filed a Petition for 
Review with the Court of Tax Appeals (CTA).  
 
On November 7, 2013, Hedcor filed its Memorandum citing the recent decisions of the CTA in the cases of 
Ormat Leyte Company Ltd. vs. Province of Leyte and Energy Development Corporation vs. Sorsogon City, 
which stated that the business of generation and supply of power does not require generation companies to 
secure national franchises, and therefore, they are not liable for franchise taxes. 
 
On April 22, 2014, Hedcor, through counsel, received a copy of the Decision of the CTA Third Division 
denying the Province of Benguet’s Petition for Review.  To date, Hedcor has not received a copy of the 
Province’s Motion for Reconsideration.  
 
Mactan Electric Co. vs. Acoland, Inc. Civil Case No. MDI-56 
RTC Branch 56, Mandaue City 
June 16, 1996 
 
On July 16, 1996, MECO filed a quo warranto case against Acoland Inc. (now AboitizLand) questioning the 
latter’s authority to distribute power within the MEPZ II as well as the PEZA's power to grant such authority 
to AboitizLand.  MECO argues that AboitizLand does not possess the legal requirements to distribute power 
within MEPZ II, and that the amendment of AboitizLand’s Articles of Incorporation to include the right to 
engage in the operation, installation, construction and/or maintenance of electric and other public utilities 
only six days after the filing of this case was an afterthought. 
 
Aboitiz Land’s claims that the Special Economic Zone Act of 1995 (RA 7916) which created PEZA grants the 
latter broad powers and functions to manage and operate special economic zones, and that these include 
the power to grant the right to distribute electricity within PEZA–registered economic zones. 
 
The PEZA intervened and argued that it is authorized by its charter to undertake and regulate the 
establishment and maintenance of utilities including light and power within economic zones under its 
jurisdiction.  
 
In 2007, with the approval of PEZA, AboitizLand transferred all of its power assets and business to a new 
corporation, MEZ, which is now the real party in interest in the case.  
 
The case remains pending before the RTC of Mandaue City. 

 

In The Matter Of The Assessed Real Property Tax On Machineries Located Within The Municipality of 
Bakun, Province of Benguet 
Central Board of Assessment Appeals 
CBAA Case No. L-57 and L-59 
 
The Municipality of Bakun, Province of Benguet issued an assessment against LHC for deficiency in real 
property tax on its machineries in the amount of approximately Php11.0 mn, inclusive of interests and 
penalties, for the year 2002.  LHC appealed the assessment to the LBAA. The NPC intervened in the 
proceedings before the LBAA arguing that (1) the liability for the payment of real property tax over the 
machineries is assumed by the NPC under Section 8.6(b) ofthe Bakun PPA dated November 24, 1996; and (2) 
the NPC is exempted from the payment of real property tax under Section 234 of the LGC, which provides 
that machineries that are actually, directly and exclusively used by government-owned and controlled 
corporations engaged in the generation and transmission of electric power are not subject to the real 
property tax. The LBAA ruled in favor of the Municipality of Bakun on the ground that the NPC could not 
invoke the exception under Section 234 of the LGC because the machineries covered by the assessment are 
not yet owned by the NPC. 
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The NPC further appealed the ruling of the LBAA to the Central Board of Assessment Appeals (CBAA), which 
appeal was docketed as CBAA Case No. L-57/59.  The Province of Benguet, through the Office of the 
Governor, and LHC engaged in negotiations to arrive at a possible settlement.  In December 2009, the NPC 
moved for the issuance of a decision based on a compromise agreement. The Province of Benguet opposed 
the NPC’s motion and prayed that CBAA continue hearing the case and resolve the same on the merits.  LHC 
filed its reply to the Province of Benguet’s opposition. 
 
On July 3, 2012, the CBAA rendered a decision dismissing the appeals of LHC and the NPC for lack of merit. 
LHC then filed its Motion for Reconsideration. On October 4, 2012, LHC received an order from the CBAA 
noting the Motion for Reconsideration filed by LHC and the one filed by the NPC, and giving the Province of 
Benguet a period of ten days from receipt of the said order within which to file its comment/opposition.  As 
of December 31, 2012, LHC has not received a copy of the Motion for Reconsideration filed by the NPC or 
any comment or opposition from the Province of Benguet. 
 
On October 11, 2013, LHC, NPC and the Province of Benguet filed a Joint Motion for Judgment based on a 
Compromise Agreement with the CTA.  On January 16, 2014, LHC received a copy of the resolution of the 
CTA En Banc ordering the parties to submit additional documents in support of the Joint Motion for 
Judgment.  After numerous requests for extensions to comply, which were all granted, the CTA En Banc 
issued a Resolution noting the Compliance filed by LHC and the Manifestation and Motion for Extension filed 
by the Office of the Solicitor General.   
 
To date, the CTA En Banc has not acted further on the Joint Motion for Judgment.    
 
Luzon Hydro Corporation and the National Power Corporation vs. The Local Board of Assessment Appeals 
of the Province of Ilocos Sur, Fatima Tenorio, in her official capacity as the Provincial Assessor of the 
Province of Ilocos Sur, Antonio A. Gundran, in his capacity as the Provincial Treasurer of the Province of 
Ilocos Sur 
Central Board of Assessment Appeals, Manila 
CBAA Case Nos. L-96 and L-99 
 
On July 2, 2003, the Municipal Assessor of Alilem sent LHC two notices of assessment of real property. The 
first notice required LHC to pay real property taxes in the amount of Php4.3 Million, for the fourth quarter of 
2002, while the second notice required LHC to pay Php17.2 Million for 2003.  The notices of assessment also 
contained an additional imposition of 40% of the acquisition cost, which allegedly represented installation 
costs, and a further imposition of 15%, which allegedly represented freight costs. 
 
LHC filed a Protest before the LBAA which ruled against LHC by upholding the notices of assessment. LHC 
appealed directly to the CBAA. After the trial was completed, the parties submitted their respective 
Memoranda. LHC submitted its Memorandum on July 3, 2012. 
 
On September 26, 2012, the CBAA rendered a decision denying LHC’s appeal. On November 14, 2012, LHC 
filed its Motion for Reconsideration.  On March 21, 2013, the CBAA issued a resolution denying LHC’s motion 
for reconsideration, a copy of which was received by LHC only on November 6, 2013.  LHC filed its Petition 
for Review on December 6, 2013. 
 
On February 5, 2014, LHC received a copy of the Resolution of the CTA En Banc consolidating the case with 
CTA EB Case No. 1024.  On March 17, 2014, LHC received a copy of the Resolution of the CTA En Banc noting 
the compliance filed by the respondents.  To date, the CTA En Banc has not yet acted on the Petition. 
 

 

SN Aboitiz Power - Magat, Inc. vs. The Municipality of Alfonso Lista, Hon. Charles L. Cattiling, in his 
capacity as Mayor of the Municipality of Alfonso Lista, and Estrella S. Aliguyon, in her capacity as Treasurer 
of the Municipality of Alfonso Lista 
RTC Alfonso Lista, Ifugao, Branch 15 
Special Civil Action No. 17-09 
March 6, 2009 
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On July 12, 2007, the BOI issued Certificate of Registration No. 2007-188 to SNAP-Magat classifying its 
operation of the Magat Power Plant as a pioneer enterprise.  Pursuant to Section 133(g) of the LGC, SNAP-
Magat is exempt from local business taxes for a period of six years from the date of registration with the 
BOI.  However, the Municipality of Alfonso Lista refused to recognize such exemption and insists on 
assessing and collecting local business taxes from SNAP-Magat. 
 
In March 2009, SNAP-Magat filed a Complaint for Injunction with the RTC of Alfonso Lista, Ifugao against the 
Municipality of Alfonso Lista, its Mayor and Treasurer.  The Complaint prayed that the defendants and all 
persons acting under their direction or authority be prevented from: (1) assessing and collecting local 
business taxes from SNAP-Magat; (2) refusing to issue a Mayor’s Permit to SNAP-Magat for non-payment of 
local business taxes; and (3) distraining and levying on SNAP-Magat’s properties, (4) closing the Magat 
Power Plant, and (5) committing any other act against SNAP-Magat that obstructs or delays its operations in 
connection with its non-payment of local business taxes. The Complaint also prays for the issuance of a 
temporary restraining order and writ of preliminary injunction. The RTC denied SNAP-Magat’s application 
for a temporary restraining order. 
 
SNAP-Magat filed a Petition for Certiorari with the CA for the issuance of temporary restraining order and/ 
or writ of preliminary injunction being sought from the RTC and for the nullification of the RTC order. The CA 
granted SNAP-Magat’s Petition for Certiorari and made permanent the temporary restraining order it 
initially issued. 
 
Due to the on-going negotiations between both parties, the court suspended all scheduled hearings to give 
the parties ample time to submit a compromise agreement.  The compromise agreement has been signed by 
the parties and submitted to the court for approval on May 12, 2011. 
 
During the September 20, 2011 hearing, the Joint Motion for Judgment based on Compromise Agreement 
was deemed submitted for resolution, subject to the determination by the court on whether to require a 
BOI representative to testify on the regularity of the issuance or the validity of SNAP-Magat’s BOI Certificate 
of Registration. 
 
On May 20, 2012, SNAP-Magat filed its Joint Motion to Resolve. SNAP-Magat received the Joint Resolution 
of the court denying the Joint Motion for Judgment based on Compromise Agreement on September 14, 
2012.  The Joint Resolution set the case for pre-trial conference on September 26, 2012 and ordered the 
parties to submit their pre-trial briefs at least three days before said hearing. 
 
On September 21, 2012, SNAP-Magat filed its Motion for Reconsideration on the Joint Resolution and set it 
for hearing on September 26, 2012.  During the September 26, 2012 hearing, SNAP-Magat received a 
Motion-for-Intervention with a Complaint-in-Intervention filed by Charles L. Cattiling and Arsenio Humiding.  
No counsel appeared on behalf of the complainants-in-intervention.  SNAP-Magat was granted fifteen days 
to file its Opposition to the motion.  The Municipality of Alfonso Lista adopted the Motion for 
Reconsideration of SNAP-Magat. The court ordered that subject to the submission of any comment to the 
Motion for Reconsideration by the complainants-in-intervention, the same shall be submitted for resolution. 
 
On December 12, 2013, SNAP-Magat filed a Motion to Resolve the Motion for Reconsideration and Motion 
to Intervene. 
 
On 27 May 2014, SNAP-Magat received a copy of the Joint Resolution of the court denying its Motion for 
Reconsideration. 
 
On 30 May 2014, SNAP-Magat received a Joint Order from the court noting that no Opposition has been filed 
to the Motion for Intervention and setting the same for hearing on June 26, 2014.  SNAP-Magat will file a 
Manifestation to correct the court, as its Opposition was filed on October  11, 2012 and received by the court 
on October 24, 2012 as acknowledged by the court in a Joint Order dated October 25, 2012. 
 
 
AP Renewables, Inc. vs. Modesto E. Erestain, Jr., in his capacity as Provincial Assessor 
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Local Board of Assessment Appeals, Province of Albay 
LBAA Case No. 03-14 
January 10, 2014 
 
On May 26, 2009, PSALM turned over the geothermal facilities located at Tiwi, Albay to APRI pursuant to an 
APA between PSALM and APRI.  The APA is comprised of and refers to several agreements including a Land 
Lease Agreement (Lease Agreement) between APRI and PSALM for the lease of lands acquired by PSALM 
from the National Power Corporation (Leased Lands). 
 
Through a letter dated January 13, 2010, APRI informed and gave a copy of the APA (which included the 
Lease Agreement) to the Municipal Assessor of Tiwi, Albay (Municipal Assessor).  On March 15, 2010, APRI 
sent a letter to the Provincial Assessor requesting for the inspection and assessment of all properties 
transferred to APRI from PSALM.  
 
From the years 2010, 2011, 2012 and 2013, the Municipal Assessor issued notices of assessments (Notices) 
to APRI, signed by the Municipal Treasurer.  The Notices were forwarded to APRI notwithstanding the fact 
that the properties were in the name of PSALM.  Pursuant to the Notices, APRI has been paying real 
property taxes (RPT) due on the Leased Lands beginning the third quarter of 2009.  The Municipal Treasurer 
of Tiwi, Albay (Municipal Treasurer) issued certifications for the years including 2010 to 2013, confirming 
APRI’s full payment of its RPT liability for these years.  
 
On January 2, 2013, the Provincial Assessor wrote a letter to the Bureau of Local Government Finance (the 
BLGF) requesting for an opinion on whether or not (a) it is proper to adjust the value of the Leased Lands 
from special to industrial with an assessment level from ten percent (10%) to fifty percent (50%), and (b) 
APRI, as beneficial user, is liable to pay the RPT on the Leased Lands with an assessment level of fifty percent 
(50%) to take effect retroactive to the effective date of the Lease Agreement.  
 
On April 12, 2013, the BLGF rendered an opinion (April 12 Opinion) finding that the classification of Leased 
Lands should be changed from special to industrial, applying a fifty percent (50%) assessment level 
retroactively the year following the date of effectivity of the Lease Agreement.   
 
On June 20, 2013, APRI wrote a letter to the BLGF requesting for clarification of the April 12 Opinion (June 
20 Request), essentially arguing that the fifty percent (50%) assessment level should not be applied 
retroactively considering that as early as 2010, APRI already informed the Assessor of the Lease Agreement, 
yet the Assessor continued to apply a ten percent (10%) assessment level yearly on the Leased Lands, such 
that APRI should not be prejudiced by a retroactive application of the new assessment level. On September 
4, 2013, the BLGF issued an opinion finding that the fifty percent (50%) assessment level cannot be made to 
apply retroactively to APRI and should apply instead to the year following the date of Notice of Assessment 
indicating the change in assessment level (September 4 Opinion).  
 
Notwithstanding the September 4 Opinion, the Provincial Assessor still issued the Assessment Notices, 
applying the fifty percent (50%) assessment level retroactively from the date of effectivity of the Lease 
Agreement, which would correspond to a potential deficiency RPT in the amount of Php70,655,771.12. On 
November 18, 2013, APRI received tax declarations from the Provincial Assessor allegedly covering the real 
properties mentioned in the disputed Assessment Notices.   
 
On January 10, 2014, APRI timely filed an Appeal with Motion to Post Bond with the LBAA, Province of Albay, 
respectfully seeking the nullification and/or cancellation of the Assessment Notices.On May 7, 2014, APRI 
received an Order from the LBAA directing it to post a surety bond in the amount of Php70,655,771.12, 
computed on the basis of APRI's RPT liability based on the Disputed Assessment Notices.  In compliance to the 
LBAA Order, APRI filed a Compliance/Manifestation stating that it has already obtained a bond.  APRI is 
preparing for the submission and presentation of evidence on the merits of the case. 
 
 
Bayan Muna Representatives Neri Javier Colmenares, et. al.  vs. Energy Regulatory Commission, et. al. 
G.R. No. 210245;   National Association of Electricity Consumers for Reforms, et. al. vs. Manila Electric 
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Company, et. al. G.R. No. 2100255; and Manila Electric Company, et. al., vs. Philippine Electricity Market 
Corporation, et. al. G.R. No. 210502 
  
On December 19, 2013, Bayan Muna representatives filed a Petition for Certiorari against the ERC and the 
MERALCO with the Supreme Court, questioning the alleged substantial increase in MERALCO’s power rates 
for the billing period of November 2013. These cases raised, among others, the legality of Sections 6, 29 and 
45 of the EPIRA, the failure of ERC to protect consumers from the high energy prices and the perceived 
market collusion of the generation companies. These cases were consolidated by the Supreme Court which 
issued a Temporary Restraining Order (TRO) preventing MERALCO from collecting the increase in power 
rates for the billing period of November 2013. The TRO was subsequently extended by the Supreme Court 
for another 60 days, or until April 22, 2014. MERALCO, in turn, filed a counter-petition impleading all 
generation companies supplying power to the WESM to prevent the generation companies from collecting 
payments on power purchases by MERALCO from the WESM to prevent the generation companies from 
collecting payments on power purchases by MERALCO from the WESM. The Supreme Court also ordered all 
power participants to file their respective pleadings in response to MERALCO’s counter-petition. 
 
The Supreme Court set the consolidated cases for oral arguments last January 21, 2014, February 4 and 11, 
2014. After oral arguments, all parties were ordered to file their comments and/or memorandum. The case 
remains pending before the Supreme Court. MERALCO has been prevented from collecting the differential 
increase of the price hike. Because of MERALCO’s counter-petition against generators, all generation 
companies which supplied power through the WESM also remains unpaid by PEMC.   
 
During the same period, ERC conducted an investigation on the claims that generation companies allegedly 
colluded to raise WESM prices. MERALCO also filed an application with ERC for a recalculation of power 
rates for the questioned billing period.  
 
Subsequently the ERC, in the exercise of its police power it claimed to have over the matter, motu proprio 
initiated proceedings to intervene in the WESM. The ERC issued ERC Order 2014-021 dated March 3, 2014 
(the “ERC Order”), directing PEMC to void the Luzon WESM prices during the November and December 2013 
supply months on the basis of market failure and a preliminary investigation of alleged market collusion. ERC 
declared the imposition of regulated prices for such billing periods and directed PEMC to calculate the 
regulated prices to be implemented for the November and December 2013 WESM bills of the distribution 
utilities in Luzon, and all generating companies supplying to Luzon. MERALCO’s November and December 
2013 WESM billings remain subject of a TRO issued by the Supreme Court. 
 
Pursuant to the ERC Order, on March 18, 2014 PEMC issued adjusted billing statements for all generation 
companies trading in the WESM, including Cebu-based EAUC and CPPC.  The Company questioned the 
adjusted billing of PEMC and the recalculated WESM prices, raising among others, issues of violation of the 
substantive and procedural rights of the generation companies and WESM participants. The Company’s 
Affiliates and subsidiaries, APRI, TLI, TMI,SNAP–Magat and SNAP–Benguetalso filed their respective Motions 
for Reconsideration questioning the validity of the ERC Order on the grounds of lack of due process, among 
others. In its March 27, 2014 Order, ERC ordered deferral of PEMC’s implementation of the adjusted billing 
statements for 45 days.  This was subsequently extended with no clear timeline by the ERC in its order dated 
June 6, 2014.  
 
The DOE and PEMC are currently in discussions with generation companies and other WESM participants for 
a practical solution to the industry problem of non-payment to generation companies for energy sold to 
participants in the WESM.  
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MARKET FOR ISSUER’S COMMON EQUITYAND RELATED STOCKHOLDER 

MATTERS 
 

AboitizPower’s common shares are traded on the PSE. 

 

The high and low stock prices of AP’s common shares for each quarter of 2011 to 2014 were as follows: 

 

 2014 2013 2012 2011 

 High Low High Low High Low High Low 

First 
Quarter 

42.25 33.90 38,95 36.00 33.90 28.75 31,60 26,20 

Second 
Quarter 

NA NA 37.70 31.00 35.35 31.80 32.10 28.00 

Third 
Quarter 

NA NA 35.05 32.05 37.50 33.00 30.10 28.50 

Fourth 
Quarter 

NA NA 35.05 32.05 37.50 33.00 30.10 28.50 

 

The cash dividends declared by AboitizPower to common stockholders from 2012 to 2014 are shown in the 
table below: 
 

Year Cash Dividend Per 
Share 

Total Declared Record Date 

2014 (regular) Php1.26 Php9.27 bn 3/25/2014 

2014 (special) Php0.40 Php2.94 bn 3/25/2014 

2013 Php1.66 Php12.22 bn 3/19/2013 

2012 (special) Php0.22 Php1.62 bn 12/13/2012 

2012 (regular) Php1.32 Php9.71 bn 3/16/2012 

 

During the regular board meeting of the Company held on November 28, 2012, the Board approved a revised 
dividend policy consisting of an annual cash dividend payment ratio of 50% of its consolidated net income 
from the previous fiscal year based on the audited financial statements of the Company. The new policy 
changes the previous cash dividend payment ratio of 33% of previous year’s net profits. The Company’s new 
dividend policy was effective starting 2013. 
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OWNERSHIP 
 

List of Top 20 Stockholders 

As of March 31, 2014 

 

 Name Number of 
Shares 

Percentage 

1 AboitizEquity Ventures, Inc. 5,657,530,774 76.88% 

2 PCD Nominee Corporaiton (Filipino) 722,802,924 9.82% 

3 PCD Nominee Corporation (Foreign) 606,601,148 8.24% 

4 Aboitiz & Company, Inc. 156,472,722 2.13% 

5 Bauhinia Management, Inc. 11,956,100 0.16% 

6 A.Soriano Corporation 11,205,360 0.15% 

7 Kayilka Holdings, Inc. 9,583,877 0.13% 

8 San Fernando Electric Light and Power Co., Inc. 7,931,034 0.11% 

9 Parraz Development Corporation 7,827,522 0.11% 

10 Sabin M. Aboitiz 6,050,985 0.08% 

11 Hawk View Capital, Inc. 5,375,223 0.07% 

12 Portola Investors, Inc. 5,373,223 0.07% 

13 Ramon Aboitiz Foundation, Inc. 3,900,000 0.05% 

14 Arrayanes Corporation 3,290,443 0.04% 

15 Iker M. Aboitiz 3,177,545 0.04% 

16 CAL Management Corporation 2,965,590 0.04% 

17 TRIS Management Corporation 2,837,306 0.04% 

18 Gitana Management & Dev’t Corporation 2,817,091 0.04% 

19 Tinkerbell Management Corporation 2,773,091 0.04% 

20 TRA Management and Development Corporation 2,561,882 0.03% 

 Name Number of 
Shares 

Percentage 

1 AboitizEquity Ventures, Inc. 5,657,530,774 76.88% 

2 PCD Nominee Corporaiton (Filipino) 722,802,924 9.82% 

3 PCD Nominee Corporation (Foreign) 606,601,148 8.24% 
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4 Aboitiz & Company, Inc. 156,472,722 2.13% 

5 Bauhinia Management, Inc. 11,956,100 0.16% 

6 A.Soriano Corporation 11,205,360 0.15% 

7 Kayilka Holdings, Inc. 9,583,877 0.13% 

8 San Fernando Electric Light and Power Co., Inc. 7,931,034 0.11% 

9 Parraz Development Corporation 7,827,522 0.11% 

10 Sabin M. Aboitiz 6,050,985 0.08% 

11 Hawk View Capital, Inc. 5,375,223 0.07% 

12 Portola Investors, Inc. 5,373,223 0.07% 

13 Ramon Aboitiz Foundation, Inc. 3,900,000 0.05% 

14 Arrayanes Corporation 3,290,443 0.04% 

15 Iker M. Aboitiz 3,177,545 0.04% 

16 CAL Management Corporation 2,965,590 0.04% 

17 TRIS Management Corporation 2,837,306 0.04% 

18 Gitana Management & Dev’t Corporation 2,817,091 0.04% 

19 Tinkerbell Management Corporation 2,773,091 0.04% 

20 TRA Management and Development Corporation 2,561,882 0.03% 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 
 
The following is a discussion and analysis of the Company’s consolidated financial condition and results of 
operations and certain trends, risks and uncertainties that may affect its business. The critical accounting 
policies section discloses certain accounting policies and management judgments that are material to the 
Company’s results of operations and financial conditionfor the periods presented in this report. The discussion 
and analysis of the Company’s results of operations is presented in three comparative sections: the year ended 
December 31, 2013 compared with the year ended December 31, 2012, the year ended December 31, 2012 
compared with the year ended December 31, 2011, the year ended December 31, 2011 compared with the year 
ended December 31, 2010. 
 
Prospective investors should read this discussion and analysis of the Company’s consolidated financial condition 
and results of operations in conjunction with the consolidated financial statements and the notes thereto set 
forth elsewhere in this report. 
 
TOP FIVE KEY PERFORMANCE INDICATORS 
 
Management uses the following indicators to evaluate the performance of registrant AboitizPower and its 
Subsidiaries: 

 
1. Share in Net Earnings of Associates. Share in net earnings (losses) of associates represents the 

Group’s sharein the undistributed earnings or losses of its investees for each reporting period 
subsequent to acquisition of said investment, net of goodwill impairment cost, if any. Goodwill is the 
difference between the purchase price of an investment and the investor’s share in the value of the 
net identifiable assets of the investee at the date of acquisition. Share in Net Earnings of Associates 
indicates profitability of the investment and investees’contribution to the Group’s net income. 
 
Manner of Computation: Associate’s Net Income (Loss) x Investor’s % ownership - Goodwill 
Impairment Cost 

 
2. Earnings before Interest, Taxes, Depreciation and Amortization (EBITDA). The Company computes 

EBITDA as earnings before extra-ordinary items, net finance expense, income tax provision, 
depreciation andamortization. It provides management and investors with a tool for determining the 
ability of the Group to generate cash from operations to cover financial charges and income taxes. It 
is also a measure to evaluate the Group’s ability to service its debts. 

 
3. Cash Flow Generated. Using the Statement of Cash Flows, management determines the sources and 

usage of funds for the period and analyzes how the Group manages its profit and uses its internal and 
external sourcesof capital. This aids management in identifying the impact on cash flow when the 
Group’s activities are in a state of growth or decline, and in evaluating management’s efforts to 
control the impact. 

 
4. Current Ratio. Current ratio is a measurement of liquidity, calculated by dividing total current assets 

by totalcurrent liabilities. It is an indicator of the Group’s short-term debt paying ability. The higher 
the ratio, themore liquid the Group. 

 
5. Debt–to–Equity Ratio. Debt-to-Equity ratio gives an indication of how leveraged the Group is. It 

comparesassets provided by creditors to assets provided by shareholders. It is determined by dividing 
total debt by stockholders’ equity. 
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The table below shows the comparative figures of the top five key performance indicators for the first three 
months of 2014 and 2013, and as of December 31, 2013:  
 
Amounts in thousands Php except for financial ratios 
 

 MAR 2014 MAR 2013 DEC 2013 

SHARE IN NET EARNINGS OF ASSOCIATES  793,313  960,121    

EBITDA 8,168,777  6,875,533    

CASH FLOW GENERATED:       

Net cash flows from operating activities 6,762,529  4,716,330    

Net cash flows   used in  investing activities (3,975,214) (96,129)   

Net cash flows from ( used in) financing activities 414,897  (11,809,943)   

Net  increase (decrease)  in cash & cash equivalents 3,202,212  (7,189,742)   

Cash & cash equivalents, beginning 31,383,499  30,678,493    

Cash & cash equivalents, end 34,601,203  23,479,511    

CURRENT RATIO 3.23    2.87  

DEBT-TO-EQUITY RATIO 1.10    1.13  

 
Share in Net Earnings of Associates decreased mainly as a consequence of the step-acquisition of the Visayan 
Electric Company, Inc. (VECO) which is now a consolidated subsidiary.  STEAG State Power, Inc. (STEAG) also 
had lower contributions this year due to an extended unplanned outage during the first quarter. STEAG runs a 
coal fired power plant in Northern Mindanao 
 
The Company’s Current ratio improved from 2.87x as of the end of December 31, 2013 to 3.23x as of the end 
of March 31, 2014.  The Company’s current assets increased mainly as result of the higher cash and cash 
equivalents as of the end of the first quarter. 
 
Debt to equity ratio improved from 1.13x as of December 31, 2013 to 1.10x as of March 31, 2014.  The 
improvement comes from a higher increase in Equity, as income for the period is recognized, as compared to 
the increase in the Company’s total liabilities. 
 
Results of Operations 
 
The Company recorded a consolidated net income of P4.18 bn for the quarter ending March 31, 2014, 
recording a decrease of 9% year-on-year (YoY). 
 
Unrealized non-recurring loss amounted to P211 million(mn) from the revaluation of consolidated dollar loans 
and placements.  Accounting for this, the Company’s core net income for the first quarter of 2014 amounted 
to P4.4 billion (bn), 3% lower YoY. 
 
Power Generation 
 
For the first quarter of 2014, the power generation business recorded an income contribution of P3.6 bn, 10% 
lower as compared to the same period last year.  When adjusted for non-recurring items, the group registered 
a 3% YoY decrease in its core net income, from P3.9 bn to P3.8 bn.  The lower earnings were mainly 
attributable to the higher fuel cost brought about by the implementation of the Geothermal Resource Sales 
Contract (GRSC) for the Tiwi-Makban plants under AP Renewables, Inc. (APRI) as well as the expiration Therma 
Luzon, Inc.’s (TLI) income tax holiday.  
 
Average selling prices of the generation group rose by 8% following a 16% increase on its selling prices to the 
spot market.  Average selling prices under bilateral contracts also increased, registering growth of 6% YoY 
largely due to the Company’s dollar-linked contracts and the entry of the Company’s oil-fired barges in 
Navotas, which began operations last November 2013. 
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The generation group’s net generation grew by 10% from 2,450 GWh to 2,688 GWh for the period in review.  
This was driven by the 12% YoY growth in power sales through bilateral contracts to 2,188 GWh resulting from 
the Pagbilao plant’s higher contracted levels with contestable customers through Open Access.   
 
On a capacity basis, the Company’s attributable sales increased by 19% YoY from 1,498 MW to 1,780 MW.  This 
was due to an increase in ancillary volumes as well as higher contracted levels by the generation group.  The 
equivalent in capacity sales for ancillary services for the quarter in particular increased by 166% from just 59 
MW a year ago to 156 MW. 
 
Power Distribution 
 
For the period in review, the power distribution group registered a 17% YoY earnings decline, from P749 mn to 
P618 mn.  The group’s attributable electricity sales for the quarter increased by 5% to 1,000 GWh from 956 
GWh a year ago. 
 
The growth in sales was primarily driven by a 9% increase in sales to the industrial segment, particularly for 
Davao Light & Power Company, Inc. (Davao Light) as this customer segment in its franchise area saw a 
recovery from the effects of Typhoon Pablo last year as well as new industrial customers.  
 
Nevertheless, the  insufficient supply of power in Mindanao increased operating costs for Davao Light and 
Cotabato Light & Power Company (Cotabato Light) while lower gross margins in VECO also lead to lower 
contributions, all of this leading to the noted decline. 
 

Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income     
 
Consolidated Statements of Income 
(January – March 2014 vs. January – March 2013) 

 
The various movements in the revenue and expense line items leading to the consolidated net income of P4.18 
bn are shown below: 
 

Consolidated net income attributable to equity holders of the 
Parent (January – March  2013) Php 4,594,828 

  

Increase in operating revenues 7,395,396 

Increase in operating expenses (6,425,009) 
Decrease in interest income (57,575) 
Increase in interest expense (264,744) 
Decrease in share in net earnings of associates (166,808) 
Decrease in others - net  (125,268) 
Higher  provision for taxes (611,977) 
Increase in income attributable to non-controlling interests (160,799) 

Total (416,784) 

Consolidated net income attributable to equity holders of the 
Parent (January – March 2014) Php4,178,044 
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Operating Revenues  
(56% increase from P13.30 bn to P20.70 bn) 
 
The recently consolidated revenues of VECO accounts for 62% of the total increase in operating revenues.  
Revenues at Davao Light also increased as sales to its industrial customers improved as these recovered from 
the effects of Typhoon Pablo in the prior year.  
 
The Generating segment also saw higher operating revenues mainly at TLI driven by higher sales to the spot 
market.  The Company also started to take up the operating revenues of Therma Mobile, Inc. (TMO) which 
operates oil-fired barges in Navotas, and began operations last November 2013 
 
Fresh revenue stream coming from contracts entered into by the Company’s Retail Electricity Supplier 
Licensed Companies - Aboitiz Energy Solutions, Inc. (AESI) and Advent Energy, Inc. (AdventEnergy) which began 
their respective operations after Open Access started in July of 2013 accounted for the remaining increase in 
operating revenues. 
 
Operating Expenses 
(76% increase from P8.42  bn to P14.84 bn) 
 
The main driver of the higher operating expenses during the period is the newly consolidated expenses at 
VECO accounting for 60% of the increase. 
 
The remaining factors leading to the higher operating expenses during the period are presented below: 
 

 the recognition of the operating expenses of newly operating RES Companies , AESI and 
AdventEnergy; 

 higher fuel cost at APRI brought about by the implementation of the GRSC; and 

 Fresh operating expenses of TMO which started operations last November 2013. 
 
Interest Income 
(35% decrease from P166 mn to P108 mn) 
 
Lower interest income recognized at TLI and APRI due to lower average cash balances held during the period 
compared to the prior year drove down interest income consolidated from the two companies.  This was 
slightly offset by higher interest income recognized by the Company during the period. 
 
Interest Expense 
(19% increase from P1.43 bn to P1.69 bn) 
 
The increase in interest expense is mainly from the higher accreted interest on the finance lease obligation of 
TLI.   
 
Higher interest expenses were recognized at Davao Light and VECO which was offset by lower interest 
expenses of the Company during the period. 
 
Share in Net Earnings of Associates 
(17% decrease from P960 mn to P793 mn) 
 
Share in Net Earnings of Associates decreased mainly as a consequence of the step-acquisition of VECO, which 
is now a consolidated subsidiary.  
 
Meanwhile, an unplanned extended outage at STEAG led to lower income contributions during the period in 
review. 
 
Others -net 
(38% decrease from P332 mn to P206 mn) 
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Other income dropped by 38% as a result of unrealized foreign exchange (FX) losses during the period versus 
unrealized foreign exchange gains in the prior period. The foreign exchange gains and losses are from the 
restatement of TLI’s dollar denominated debt which it recognizes on its monthly obligations to Power Sector 
Assets and Liabilities Management Corporation (PSALM) which is accounted for as a finance lease obligation. 
 
Net Income Attributable to Non-controlling Interests 
 
The recognition of the Net income attributable to the non-controlling interest of VECO resulted to the increase 
in this account for the period in review. 
 
Consolidated Statements of Comprehensive Income 
(January - March 2014 vs. January – March 2013)  
 
Total Consolidated comprehensive income attributable to equity holders of the Parent mirrored the decrease 
in the net income for the period dropping by 8% from the previous year after taking up increases from 
cumulative translation adjustments. 
 
Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity 
 
Assets 
(March 31, 2014 vs. December 31, 2013) 
 
Total assets increased by 3% from P 193.94 bn as of December 31, 2013 to P200.19 bn as of March 31, 2014.  
The material movements in the accounts contributing to the increase in total assets are discussed below: 
 

(a) Total cash and cash equivalents increased by P3.21 bn or 10% mainly as a result of internally 
generated cash from operations, proceeds from long term debt and dividends received from 
associates,  net of  spending on capital expenditures for various green field projects.   

 
(b) Trade and other receivables decreased by 6% (from P13.04 bn in December 2013 to P12.21 bn in 

March 2014) following the subsequent collection of dividends receivable by Aboitiz Renewables, Inc. 
(ARI)  in the first quarter of the year. 

 
(c) Derivative assets decreased by P10 mn as foreign exchange contracts ended in the first quarter of the 

year. 
 
(d) Higher dispatch than planned led to a slight decrease in TLI’s coal inventory which accounts for the 9% 

drop in inventories. 
 
(e) Other current assets increased by 26% (from P1.74 bn in December 2013 to P2.2 bn in March 2014) 

mainly due to an accrual of downtime credit recognized as prepaid asset at TLI. 
 
(f) Net pension assets decreased by 9% as a subsidiary provided for current service costs on its pension 

plan. 
 

(g) A 40% decrease in deferred income tax assets is noted during the period as TLI adjusts its deferred tax 
asset relating to Net Operating Loss Carry Over (NOLCO) on the expiration of its tax holiday. 

 
(h) The build-up of input VAT by power generation subsidiaries particularly at Therma South, Inc. (TSI) as 

it relates to the ongoing construction of its coal power plant, increased Other noncurrent assets by 
10%. 

 
Liabilities 
(March 31, 2014 vs. December 31, 2013) 
    
Consolidated liabilities as of March 31, 2014 increased by 2% or by P2.07 bn from December 31, 2013 
balances.  The liability accounts contributing to the increase are as follows:  
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(a) Lower accrued expenses taken up at TLI at the end of this period versus balances as of the end of 

2013, allowed Trade and other payables to decrease by 9%. 
 

(b) Derivative liabilities went down to nil as of end March 2013 as financial contracts expired.  
 

(c) Income Tax payable increased by P315 mn primarily due to higher tax payable balances at the end of 
the quarter for the large distribution utilities Davao Light and VECO as well as higher tax payable at 
Cebu Private Power Corporation (CPPC). 

 
(d) Long Term debt increased by 12% as TSI made further drawdowns on its project debt on a loan facility 

agreement with various lenders during the period. 
 

(e) Deferred tax liability balances increased by 31% as TLI moved from a deferred tax asset to a deferred 
tax liability position.  TLI’s deferred tax liabilities is from previously recorded unrealized foreign 
exchange gains.  

 
Equity  
(March 31, 2014 vs. December 31, 2013) 
    
Equity attributable to equity holders of the Parent increased by P4.26 bn from P 87.63 bn as of December 31, 
2013 to P91.88 bn as of March 31, 2014, as income for the current period is recognized. 
 
Material Changes in Liquidity and Cash Reserves of Registrant  
(Jan-Mar 2014 vs. Jan-Mar 2013) 
 
The inflows and outflows of the Company’s Cash and Cash equivalents for the first three months of 2014 as 
compared to the cash flows for the same period in the prior year are accounted for as follows:  
 
Strong earnings continue to provide significant EBITDA leading to Cash flows from Operating activities in the 
first quarter of this year to exceed last year’s inflows by 43%. 
 
The investing activities relating to major capital expenditures for  projects primarily the construction of the 
coal power plant in Mindanao and various hydro projects, resulted into cash outflows for investing activities to 
reach P3.98 bn during the first three months of the year which is significantly higher than the previous year’s  
outflow of only P96 mn. 
 
In the first quarter, the Company received proceeds from long-term debt mainly from the draw down of TSI’s 
project debt with various lenders. For the same period, TLI made continuous payments on its finance lease 
obligation to PSALM. Overall, these financing activities led to net cash flows from financing activities of P415 
mn.   
 
The above cash flow activities lead to Cash and Cash Equivalents to increase from P31.38 bn as of December 
31, 2013 to the current end of the quarter 2014 balance ofP34.60 bn.  
 
Financial Ratios 
 
The higher cash balances at the end of the quarter in review improved current assets and pushed current ratio 
from 2.87x as of the end of December 31, 2013 to 3.23x as of the end of March, 2014.   
 
With total liabilities increasing by 2% versus the increase in equity of 5%, the debt to equity ratio improved 
from 1.13x as of December 31, 2013 to 1.10x as of March 31, 2014 
 
 
The table below shows the comparative figures of the top five key performance indicators for 2013 and 
2012. 
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Key Performance Indicator 
2013 2012 

(As Restated) 

Amounts in thousands of Php, except for financial ratios   

SHARE IN NET EARNINGS OF ASSOCIATES 6,474,370 9,939,763 

EBITDA 29,899,736 34,241,928 

CASH FLOW GENERATED:   
Net cash flows from operating activities 24,413,143 24,867,739 
Net cash flows (used in) investing activities (11,502,024) 4,516,210 
Net cash flows from used in financing activities (12,245,816) (22,055,061) 

Net Increase in Cash & Cash Equivalents 665,303 7,328,888 

Cash & Cash Equivalents, Beginning 30,678,493 23,391,561 

Cash & Cash Equivalents, End 31,383,499 30,678,493 

CURRENT RATIO 2.87 2.65 

DEBT-TO-EQUITY RATIO 1.13 0.98 

 
The Company’s Share in net earnings of associates decreased by 35% or by Php3.47 bn as compared to the 
prior year. Theoperating results of the following associates contributed to the decrease: 
 

 The decrease of ancillary revenues at SNAP-Magat due to the lower acceptance on its nominated 
capacities to the NGCP as well as lower ancillary prices for the year led to the decline of its income 
contributions to the Group. 

 A decrease of STEAG Powertariffs as a result of a contractual rebasing resulted into lower margins 
impacting STEAG’s net income for the year. 

 Higher operating expenses at EAUC and CEDC compared to last year led to lower income 
contributions during the year. 

 The share in net earnings of associates likewise decreased as a consequence of the step-acquisition of 
the VECO which is now a consolidated subsidiary. 

 
Consolidated EBITDA decreased reflecting the lower consolidated net income for the year. 
 
Total Cash and Cash Equivalents by year-end 2013 stayed close to the same levels as year-end 2012 even as 
significant movements of cash were made during the year. Notable cash outflows were made to pay cash 
dividends to shareholders, fund ongoing projects and pre-pay certain long term debt. Cash was generated 
from the Group’s operations, dividends received from associates and fresh debt raising activities to fund 
ongoing projects and working capital requirements of subsidiaries 
 
Current ratio at the end of 2013 was 2.87x slightly higher from 2.65x by year end 2012. The higher current 
ratio is due to thehigher increase in current assets as compared to the slight increase in current liabilities. 
 
Debt to equity ratio as of December 31, 2013 was at 1.13 from 0.98 as of December 31, 2012. This is mainly 
due to the increasein the Group’s total liabilities. 
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Results of Operations 
 
The Company’s net income for the year 2013 recorded a 24% YoY decrease, from Php24.43 bn (as restated) to 
Php18.58 bn. Thistranslated to earnings per share of Php2.52. The Company registered a non-recurring loss of 
Php1.55 bn (versus last year’s gainof Php705 mn) during the year. This was due to the net effect of the 
revaluation of consolidated dollar-denominated loans andplacements resulting to unrealized foreign exchange 
losses of Php1.87 bn, non-recurring expenses related to the prepayment ofdebt of Php93 mn and a gain due 
to the step acquisition of a subsidiary. Adjusting for these one-offs, the Company’s core netincome for 2013 
amounted to Php20.12 bn, down by 15% YoY. 
 
Power Generation 
 
The generation business accounted for 83% of earnings contributions recording an income share of Php15.23 
bn for 2013, down 33% YoY. Netting out one-off items, the generation business generated Php17.2 bn for the 
period, which was 21% lower than lastyear. 
 
The group’s average price for its power decreased by 3% YoY in 2013. This was mainly due to the 7% YoY 
decrease in the average selling price of the group’s bilateral contracts. While average spot market prices 
increased by 9% during the same period, the group’s exposure to the spot market has significantly declined 
during the year. 
 
On the other hand, the attributable net generation for the period in review grew by 3% YoY, from 10,660 GWh 
to 10,949 GWhon the back of a 37% increase in spot sales from 1,398 GWh to 1,914 GWh. Meanwhile, power 
sales through bilateral contractsfor the period declined by 2% from 9,261 GWh to 9,035 GWh. 
 
The year 2013 saw the successful implementation of the Company’s strategy to shift the bulk of its contracts 
from energy basedcontracts to capacity-based contracts. In general, the latter are essentially de-risked 
contracts since these provide a fixed capacity fee payment for the company covering capital recovery and 
operation and maintenance costs; allows for the fullpass-through of fuel costs, which make up a significant 
portion of the company’s operating costs; and includes provisions for inflation-related adjustments and where 
applicable, forex adjustments on these costs. The combination of these features allows the Company to 
minimize revenue to cost mismatches. As such, the shift to capacity-based contracts will allow the benefit of 
more stable and predictable cash flows and minimize volatility in the company’s cash flow generation. As of 
the end of 2013, the bulk of the group’s capacity has already been contracted, with only 11% of its capacity 
exposed to spot, down by 15 percentage points from a year ago. 
 
On a capacity basis, the Company’s attributable sales increased by 3% YoY from 1,547 MW to 1,590 MW with 
bilateral capacity and spot market sales making up for the decline in ancillary and bilateral energy sales. 
Ancillary volumes dropped by 35% during the year as a result of the lower acceptance rate by the NGCP. 
 
Power Distribution 
 
Expansions in volumes and margins resulted to a 15% YoY growth in the power distribution group’s earnings 
share for 2013, from Php2.80 bn to Php3.23 bn. Total attributable electricity sales increased by 4% YoY, from 
3,934 GWh to 4,076 GWh. The residential segment spearheaded the growth in sales with a 5% YoY expansion 
in volume sales, while commercial and industrial accounts both registered YoY growth of 3%. The group’s 
year-to-date gross margin on a per kWh basis improved to Php1.77 from Php1.60 ayear ago. This was due to 
the improvement in the systems loss levels of all the distribution utilities, which were maintained within the 
government-imposed cap of 8.5%.  Approved adjustments under PBR also helped support the increase in gross 
margins. 
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Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income 
 
Consolidated Statements of Income 
 
Consolidated net income attributable to equity holders of the parent decreased by 24% from Php24.43 bn (as 
restated) in 2012 to Php18.58 bn in 2013. The various movements in the revenue and expense items are 
shown below to account for the decrease: 

 
Consolidated Net Income Attributable to the Equity Holders of the Parent for 2012 (As Restated) Php24,425,708 

  

Increase in operating revenues 9,902,002 

Increase in operating expenses (10,880,474) 

Increase in share in net earnings of associates (3,465,393) 

Increase in interest income (515,118) 

Decrease in interest expense 1,658,114 

Increase in other income (3,067,370) 

Higher provision for taxes 863,942 

Increase in income attributable to non-controlling interests (344,566) 

Total (5,848,863) 

Consolidated Net Income Attributable to Equity Holders of the Parent for 2012 Php18,576,845 

 
Operating Revenues 
(16% increase from Php62.15 bn to Php72.06 bn) 
 
Consolidated operating revenues recognized by the Generation segment decreased by 14% from Php6.03 bn 
to Php9.44 bn. Thedrop in operating revenues mainly came from lower revenues at APRI due to lower 
volumes sold on its power supply contracts and sales to the WESM as well as a drop in its average selling 
prices during the year. TLI also saw a decrease in its operating revenues resulting from lower selling prices 
during the year. 
 
The decrease in operating revenues from the generation segment was offset by a fresh stream of revenues 
coming from the Company’s RES Licensed Companies - AESI and Adventenergy, which began their respective 
operations after Open Access started in July of 2013. 
 
The distribution segment also increased its operating revenues from Php15.85 bn in 2012 to Php28.07 bn in 
2013. The 77% increase is mainly due to the consolidation of the operating revenues of the newly 
consolidated distribution utility, VECO during the year. 
 
Operating Expenses 
(26% increase from Php41.70 bn to Php52.58 bn) 
 
The increase in the Group’s operating expenses are accounted for as follows: 
 
Cost of purchased power increased by 87% or Php11.53 bn. The increase comes from (a) the first time 
recognition of cost ofpurchased power of VECO, as a consolidated subsidiary (b) higher cost of purchased 
power at TLI as it purchased replacementpower to cover its generation shortfall due to unavailability of the 
Pagbilao plant during scheduled and unscheduled down timesduring the year. 
 
Cost of generated power likewise decreased by 6% as lower fuel costs were incurred by TLI during the year. 
 
General and Administrative expenses are higher resulting from the consolidation of VECO’s general and 
administrative expenses. 
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Operations and Maintenance expenses decreased as lower expenses were incurred at the Company’s 
geothermal subsidiary, APRI. 
 
Depreciation and amortization expenses were higher by 10% due to the consolidation of VECO’s depreciation  
expense in 2013, higher depreciation expenses at Davao Light as well as the incremental depreciation relating 
to the increase in steam field assets at APRI arising from the recognition of its Asset Retirement Obligation 
(ARO). 
 
Cost of Services decreased by 48% due to a decrease of these expenses at AESI. 
 
Interest Income 
(55% decrease from Php929 mn to Php414 mn) 
 
During the year, the average cash balances held by the Company as well as at its subsidiaries were lower than 
the average balances carried during most of 2012. This led to lower interest income recognized during the 
period. 
 
Interest Expense 
(24% decrease from Php7 bn to Php5.34 bn) 
 
Interest expense declined by Php1.66 bn mainly due to the Company’s lower debt balances through most of 
2013 as compared to 2012. Long Term Debt was paid down by the Company and a subsidiary during the year. 
 
Share in Net Earnings of Associates 
(35% decrease from Php9.94 bn to Php6.47 bn) 
 
The decline in the Share in Net Earnings of Associates is due to the lower contributions from the following 
associates: 
 
SNAP–Magat revenues declined from the impact of lower acceptance of nominated capacities under its 
ancillary service contract with NGCP. This was further aggravated by lower ancillary selling prices during the 
year leading to lower share in net earnings. 
 
Higher operating expenses likewise led to lower income contributions from EAUC and CEDC, while lower 
tariffs at STEAG Power resulting from a contractual rebasing of its tariffs led to lower gross margins. 
 
The Share in net earnings of associates likewise decreased as a consequence of the step-acquisition of the 
VECO which is now a consolidated subsidiary. 
 
Other Income (Expenses) 
(155% decrease from Php1.98 bn other income to Php1.08 bn other expense) 
 
The decrease in this account is primarily due to the movement from an unrealized foreign exchange gain in 
the prior year to aforeign exchange loss this year resulting from the restatement of TLI’s dollar denominated 
debt on its monthly obligations tothe PSALM. This is accounted for as a finance lease obligation.Furthermore, 
the Company on its investment in Mactan Enerzone Corporation impaired goodwill of Php369 mn and 
recognized animpairment loss on its investments at Hijos de F. Escaño, Inc. of Php571 mn. The above other 
expenses were mitigated by a P965mn gain arising from the step acquisition of a subsidiary. 
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Provision for Taxes 
(62% decrease from Php1.39 bn to Php527 mn) 
 
The 62% decrease in the provisions made for taxes is primarily coming from lower deferred tax provisions at 
TLI arising from thetax effects of its unrealized forex losses during the year. 
 
Net Income Attributable to Noncontrolling Interests 
(70% increase from Php490 mn to Php834 mn) 
 
The initial recognition of the Net income attributable to the non-controlling interest of VECO resulted to the 
increase observed in the current year. 
 
Consolidated Statements of Comprehensive Income 
 
Consolidated comprehensive income attributable to equity holders of the parent decreased from Php23.99 bn 
in 2012 to Php18.95 bn in 2013. The decrease is mainly due to the lower consolidated net income recognized 
during the period. 
 
As a result of the adoption of the change to PAS 19, under the Consolidated Statements of Comprehensive 
Income, the grouprecognized Php303 mn of actuarial losses on defined benefit plans for its Subsidiaries and 
share in actuarial gains (losses) on defined benefit plans under its associates and Php34 mn as restated for the 
prior year. 
 
Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity 
 
Assets 
 
Total assets as of December 31, 2013 increased by Php30.83 bn or 19% versus total assets as of December 31, 
2012. The majorchanges in the balance sheet accounts are discussed below: 

 
a) Cash and cash equivalents grew by 2% from Php30.68 bn as of December 31, 2012 to Php31.38 bn as 

of December 31, 2013. The increase is attributable to cash generated by the Group’s operations. 
 

b) Trade and other receivables rose by 61% (from Php8.12 bn in 2012 to Php13.04 bn in 2013). The 
increase is due to the take up of the trade receivables at newly consolidated Subsidiary VECO 
accounting for 32% of the increase. There was also an increase in trade receivables at APRI and TMI 
and recognition of fresh trade receivables at newly operating Subsidiaries, Therma Mobile, Inc. and 
AESI. Higher dividends receivable from associates further increased the balance of trade and other 
receivables at year end. 

 
c) The re-measurement of the fair value of the interest rate swap contract of a hydro Subsidiary led to 

the increasein the derivative asset of the Group by Php28 mn. 
 

d) Inventories-cost went up by 31% or Php667 mn. The change comes from the initial consolidation of 
the inventories at VECO making up 75% of the increase. The remaining increase is attributable to the 
higher level of coal inventories held at TLI at year end. 

 
e) Other current assets increased by 67% (from Php1.04 bn in 2012 to Php1.74 bn in 2013) mainly due 

to an increase in input VAT particularly at TLI and new input vat balances at newly operating RES 
Subsidiary, AESI during the periodin review. TLI’s prepaid insurance also went up by close to Php100 
mn as of year end. 

 
f) Property, plant and equipment (PP&E) increased by 25% or Php21.61 bn mainly due to the following: 

 

 Twenty seven percent (27%) of the increase is due to the initial consolidation of the PP&E 
balances at VECO. 
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 APRI, a geothermal subsidiary of the Company has an obligation to decommission, abandon and 
perform surface rehabilitation on steam field assets or upon abandonment of the plant. The 
present value of the future obligations are recorded as an Asset Retirement Obligation (ARO) a 
liability and a corresponding increase under the related long-lived asset, in APRI’s case, the 
steam field assets, and is recognized and depreciated on a straight-line basis over the useful life 
of the related asset.  This led to an increase in APRI’s property plant and equipment by Php2.01  
bn. 

 The balance of the increase to the PP&E account is due to the ongoing construction of a 300 MW 
Coal-firedPower Plant in Davaom through a 100%-owned subsidiary TSI. 
 

g) Investment property account went up by Php3 mn as the investment property held at VECO is 
consolidated into thebalance sheet. 
 

h) Available for sale investment increase of Php3 mn is also due to the consolidation of assets held at 
VECO. 

 
i) The Company impaired Goodwill on its investment at MEZ amounting to P369 mn. Consequently, as a 

result of the step acquisition of VECO goodwill of Php179 mn was recognized. Both transactions led 
to the net decrease of the Goodwill account by Php190 mn. 
 

j) Net pension assets of the Company decreased by 35% as actuarial losses were recognized during the 
period. 

 
k) Deferred tax assets recognized on TLI’s Net Operating Loss Carry Over (NOLCO) during the year is the 

primary reason for the Php291 mn increase in deferred income tax assets. 
 

l) Other noncurrent assets increased by 50% or Php2.59 bn resulting from Php3.05 bn in Franchise 
asset arising from the business combination valuation done as part of the VECO step acquisition. 

 
Liabilities 

 
Consolidated liabilities increased by 27% from Php80.65 bn as of December 31, 2012 to Php102.69 bn as of 
December 31, 2013. 

 
a)  All bank loans outstanding as of year ending 2013were paid down by the Subsidiaries during the year. 

 
b) Trade and Other Payables rose by 50% or Php5.02 bn. Half of this amount is from the initial take up of 

the Tradeand Other Payables of the newly-consolidated subsidiary VECO. The balance of the increase 
is mainly from higheraccrued expenses for energy fees payable, inventory in transit and purchased 
power of TLI at year-end. 

 
c) The re-measurement of the fair value of the interest rate swap contract of a hydro Subsidiary led to 

the decreasein derivative liability as it swung from a derivative liability to a derivative asset position. 
 

d) Income Tax Payable increased by 182% due to higher tax payables of Davao Light as well as the initial 
consolidation of the income tax payable of VECO. 

 
e) Long term debt of the Group increased by 108% or Php12.11 bn. The increase is attributable to the 

following: 
 

  TSI entered into a loan facility agreement with various lenders with available debt facility of 
Php24 bn. During the year, TSI drew down a total of Php16.44 bn. 

 During the year, three distribution utilities of the Company - Davao Light, Cotabato Light and 
VECO - raised a total of Php3.80 bn in long term debt. 
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Decreasing long term debt for the period were prepayments of long term debt made by Hedcor 
Sibulan, Inc. of Php3.04 bn and Php5 bn in fixed rate notes prepaid by the Company in the first 
quarter of the year. 

 
f)  The last guaranteed payment to preferred shareholder of CPPC was made during the year, hence, as 

of the end of 2013 no future obligation exists. 
 

g) Customers’ Deposit increased due to: (a) Php1.95 bn of VECO’s liability consolidated this year, (b) an 
increase in this account for Davao Light as it continues to see growth in its customer base, and (c) 
customer deposits made to AESI under its contracts which took effect this year. 

 
h) Initial recognition of an Asset Retirement Obligation (ARO) amounting to Php2.01 bn was made this 

year. The ARO arose from the Company’s obligation, under their contracts and Environmental 
Compliance Certificate, to decommission, abandon and perform surface rehabilitation at the end of 
its useful lives of the steam field assetsor upon abandonment of the plant. APRI recognizes the 
present value of the obligation and capitalizes the presentvalue of this cost as part of the balance of 
the related steam field asset under its Property Plant and Equipment. 

 
i) Pension Liability increased by Php239 mn as result of actuarial losses recognized during the period. 

 
j) The increase in deferred income tax liabilities is coming from the initial consolidation of the deferred 

income taxliabilities at the Company’s newly consolidated subsidiary, VECO. The net deferred income 
tax liability of VECO isfrom the tax provision it takes on the Revaluation increment in utility property 
plant and equipment. 

 
Equity 
 
The movements to the Equity section of the balance sheet are as follows: (a) Retained earnings increased by 
Php6.36 bn after taking up this year’s net income of Php18.58 bn and after dividends declared and paid during 
the year of Php12.22 bn, (b) an increase of Php604 mn from the effects of cumulative translation adjustments 
recognized during the period for a subsidiary and associates that use US dollars as their functional currency, 
and (c) the combined actuarial losses on defined benefit plans for thesubsidiaries and associates decreased 
equity by Php727 mn. All of the above resulted to a net increase in Equity attributable toequity holders of the 
parent from Php80.89 bn as December 31, 2012 (as restated) to Php87.63 bn as of December 31, 2013. 
 
Material Changes in Liquidity and Cash Reserves of Registrant 
 
Cash generated from the Group’s operations continue to be the main cash generating activity as it brought in 
Php24.09 bn for theyear. The cash generated from operations has dropped by 2% versus cash flows generated 
in the prior year as a result of this year’s lower net income. 
 
A significant amount of the Group’s cash was used in investing activities totaling Php11.50 bn during the year. 
A total of Php15.62bn was invested into capital expenditures which was supported in part by Php4.24 bn 
dividends received from the Company’s associates. 
 
The major cash flows relating to financing activities were as follows: Cash inflows of Php20.80 bn representing 
proceeds from long term debt at the Company’s subsidiaries during the year to either finance ongoing 
projects or meet working capital requirements.Meanwhile, significant financing cash outflows for the 
following were incurred: 

 

 The Company paid dividends of Php1.62 bn in January 2013 for special cash dividends declared in 
November 28, 2012. It also made regular cash dividend payments to its shareholders for a total 
of Php12.21 bn during the year. In total, the Company used Php13.83 bn in cash to pay dividends 
during the year. 

 The group prepaid long term debt of Php8.97 bn and paid bank loans of Php2.33 bn. 

 Payments made by TLI to PSALM on its finance lease obligations of Php6.72 bn. 
 



 

 168 

All of the above activities resulted to net cash outflows used in financing activities for the year of Php12.25 bn. 
 
At the end of the year, Cash and cash equivalents of the group slightly increased from Php30.68 bn as of 
December 31, 2012 to Php31.38 bn as of December 31, 2013. 
 
Financial Ratios 
 
The increase in current liabilities brought about by the VECO consolidation was offset by the decrease in 
current liabilities brought about by Hedcor Sibulan prepayment of Php3 bn in Long Term Debt which was 
already classified as a current liability at the end of 2012 and the payment of Php1.28 bn in bank loans during 
the year which led to an increase in current liabilities by only 8% versus an increase in current assets of 17%. 
The changes resulted to an improvement in Current ratio at year end of2.87x from 2.65x in the previous year. 
 
As total debt rose by 27% and equity increasing by only 8%, the Company’s debt to equity ratio is now 1.13 as 
of December 2013 as compared to 0.98 as of December 31, 2012. 
 
Year Ended December 31, 2012 versus Year Ended December 31, 2011 

 

DISCUSSION ON KEY PERFORMANCE INDICATORS 
 

Key Performance Indicators 
2012 

(As Restated) 
2011 

(As Restated) 

Amounts in thousands of Php, except for financial ratios   

   

SHARE IN NET EARNINGS OF ASSOCIATES 9,939,763 8,437,887 

EBITDA 34,241,928 32,880,602 

CASH FLOW GENERATED:   
Net cash flows from operating activities 24,867,739 22,675,901 
Net cash flows (used in) investing activities 4,516,210 (5,013,103) 
Net cash flows from used in financing activities (22,055,061) (12,575,210) 

Net Increase in Cash & Cash Equivalents 7,328,888 5,087,588 

Cash & Cash Equivalents, Beginning 23,391,561 18,301,845 

Cash & Cash Equivalents, End 30,678,493 23,391,561 

CURRENT RATIO 2.65 3.46 

DEBT-TO-EQUITY RATIO 0.98 1.20 

 
The Company’s Share in net earnings of associates increased by 18% or by Php1.50 bn as compared to the 
same period lastyear. The following associates contributed to the increase: 
 

 Higher contributions from both SNAP-Magat and SNAP-Benguet. Both companies saw a drop in 
ancillary revenues during the year due to lower acceptance on its nominated capacities to the NGCP. 
Higher sales to the WESM at favorable prices made up for the lower ancillary revenues which allowed 
both companies to continue to be strong contributors to the Group's net earnings from its associates. 

 The Company saw stronger earnings contributions from CEDC this year as compared to the prior year. 
In the first quarter of 2011, CEDC’s revenues were billed underpre-commercial operating discounted 
tariffs compared to full contracted tariffs upon commercial operationsin 2012. CEDC also managed to 
realize higher margins on its sales to the Visayas Spot Market during the year. 

 Robust growth in the demand for electricity in the franchise area of the VECO, coupled with higher 
earnings contribution from higher margins as a result of the implementation of its approved 
distribution tariff under the PBR scheme accounted for the higher contributions from this major 
distribution utility in the Group’s portfolio. 

 
Current ratio at the end of 2012 is 2.65x from 3.46x of the previous year. The lower current ratio is due to a 
higher increase in the Group’s current liabilities versus the increase in its current assets. The increase in 
current liabilities comes from higher balances in Trade and Other Payables as well as higher portions of the 
long term debt of the group which will be settled within the next 12 months. 
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Debt to equity ratio improved from 1.20 as of December 2011 to 0.98 as of December 31, 2012 (as restated).  
This is mainly due to the higher increase in equity which exceeds the increase in liabilities. 
 
Results of Operations 
 
The Company’s consolidated net income for the year came in at Php24.43 bn as compared to Php21.63 bn, a 
13% increase (as restated).  This year’s results translate to an earnings per share of Php3.32. 
 
The Company’s core net income for 2012 amounted to Php23.70 bn, a 12% improvement from the previous 
year.  The following transactions were taken into account to arrive at the Company’s Core net income for the 
year: 
 

 Foreign exchange gains resulting from the revaluation of consolidated dollar-denominated loans 
and placements amounting to Php1.5 bn. 

 Recognition of one-time expenses due to the following: (1) higher fuel cost booked by its 
geothermal assets due to reimbursement made to its steam supplier for expenses incurred from 
previous years; (2) the downward revenue adjustment of a wholly-owned Subsidiary as a result 
of an ERC ruling regarding its ancillary services contract; (3) the debt prepayment cost incurred 
by the Company; and (4) the recognition by the Company of a one-time, non-recurring expense 
due to the write-off of deferred tax assets related to the expiring NOLCO and expiring minimum 
corporate income tax (MCIT). 

 
All in all, the Group recognized Php705 mn in non-recurring gain in 2012. 
 
Power Generation 
 
The Generation Group continues to be a dependable contributor to the earnings of the Company accounting 
for 89% of the Company’s earnings. This year the group contributed Php22.76 bn, an 11% improvement from 
last year’s contribution of Php20.43 bn. 
 
Higher outage levels as well as increase demand brought about by increased economic activity and warmer 
temperatures, drove the increase in the group’s average selling price for its power. Average selling prices went 
up by 3% during the year driven mostly by the group’s sales to the spot market. 
 
Volume sold also registered a 13% YOY increase from 9,422 GWh to 10,660 GWh. This comes primarily from 
more bilateral contracts served during the period which increased by 17% YOY. On a capacity basis, the 
Company’s attributable sales increased by 9% YOY, from 1,413 MW to 1,547 MW, given the rising capacity 
sales through bilateral contracts. Capacity sold factors in general rose during the year, with the coal, 
geothermal and oil plants registering at 74%, 85%, and 93%, respectively. Lower than projected acceptance of 
ancillary capacity nominations led to lower capacity sold factors of the large hydros which came in at 86% by 
the end of 2012. 
 
The partial completion of the rehabilitation of the Binga (2 of 4 units) hydropower plant coupled with the 
commercial operation of the 4-MW Irisan greenfield hydropower plant resulted to a marginal increase in the 
Company’s attributable capacity to 2,353 MW as of end-December 2012.  
 
Power Distribution 
 
Income contribution from the power Distribution Group went up by 16%, contributing Php2.80 bn from 
Php2.41 bn from the previous year, due to higher electricity sales and higher gross margins. Total attributable 
electricity sales grew by 6% from 3,727 GWh to 3,934 GWh. Electricity sales went up in all of the Distribution 
Utilities’ customer segments, led by the industrial segment which went up by 6%, fueled by the country’s 
increased economic activity. Sales to residential customers went up by 5% while the commercial segment 
went up by 3%. The group’s average gross margin for 2012 improved by 11% YOY to Php1.60/kWh, mainly due 
to the implementation of the Distribution Utilities’ approved rates under the PBR. Gross margins were further 
enhanced by the reduced systems losses of VECO and Cotabato Light and Power Company (Cotabato Light), 
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with reductions to their level of system loss by 0.8 and 0.9 percentage points, respectively, as a result of 
initiatives implemented during the period in review. 
 
Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income 
 
Consolidated Statements of Income 
 
Consolidated net income attributable to equity holders of the Parent increased by 13% from Php21.61 bn in 
2011 (as restated) to Php24.43bn in 2012 (as restated). The various movements in the revenue and expense 
items are shown below to account for the said increase: 
 

Consolidated Net Income Attributable to the Equity Holders of the Parent for 2011 (As 
Restated) 

Php21,608,253 

Increase in operating revenues 7,677,528 

Increase in operating expenses (7,602,951) 

Increase in share in net earnings of associates 1,501,803 

Increase in interest income 67,392 

Decrease in interest expense 343,733 

Increase in other income 1,290,757 

Higher provision for taxes (265,775) 

Increase in income attributable to non-controlling interests (213,925) 

Total 2,798,562 

Consolidated Net Income Attributable to Equity Holders of the Parent for 2012 Php24,406,815 

 
Operating Revenues 
(14% increase from Php54.48 bn to Php62.15 bn) 
 
Consolidated operating revenues shored in by the Generation segment increased by 15% from Php39.94 bn to 
Php46.03 bn. Higher revenues at TLI made up 70% of the increase due to higher volume in electricity sold. 
Higher operating revenues at APRI, a geothermal plant, make up a significant portion of the balance which 
went up by 8% versus the prior year due to the combined effects of higher electricity sales and better prices. 
 
The distribution segment also increased its operating revenues from Php14.36 bn in 2011 to Php15.85 bn in 
2012. The 10% increase is mainly attributable to higher revenues at Davao Light due to its PBR adjusted tariffs 
and higher electricity sales. SEZ likewise contributed to the increase which also comes from its PBR adjusted 
tariffs. 
 
Operating Expenses (As Restated) 
(22% increase from Php34.09 bn to Php41.70 bn) 
 
Overall, consolidated operating expenses went up by Php7.61 bn versus the previous year. The increases are 
accounted for asfollows: 
 

 Cost of generated power increased by 48% or Php3.64 bn. The increase is accounted for mainly by 
costs at TLI and TMI which consumed more fuel resulting from higher dispatch. Fuel costs at both 
companies are also slightly higher than the previous year. CPPC also saw its fuel costs increase in 
2012. Cost of generated power at APRI due to higher steam costs also contributed to the higher 
cost of generated power. 
 

 Cost of purchased power increased by 26% or Php1.98 bn. The increase comes from (a) higher 
purchased power costs at APRI as it purchased to cover its generation shortfall and (b) higher cost 
of purchased power at DavaoLight. 
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 General and Administrative expenses are higher by Php1.12 bn. This arose from (a) higher 
provisions taken up for trade receivables and (b) higher outside services. 

 
Share in Net Earnings of Associates (As Restated) 
(18% increase from Php8.44 bn to Php9.94 bn) 
 
SNAP–Magat and SNAP-Benguet managed to provide a combined increase in contribution of Php1.48 bn more 
than last year. Despite the lower contribution coming from its sales on ancillary services, the better than 
projected sales and pricing to the WESM has continued to buoy the contributions from the two large 
hydropower companies. 
 
CEDC also had higher contributions this year owing to contracted tariffs during the year compared to pre-
operating selling prices in the first two months of last year. CEDC sales to the Visayas Spot Market further 
augmented its bottom line contributions. 
 
VECO continues to provide higher contributions driven by better gross margins and higher electricity sales. 
The robust contributions by the above mentioned companies were dampened by the lower contributions 
from STEAG Power as a contractual rebasing of its tariffs led to lower gross margins. 
 
Interest Income 
(8% increase from Php862 mn to Php929 mn) 
 
During the year, the average cash balances held by the Company as well as at its Subsidiaries were higher than 
the average balances carried during most of 2011. The robust cash position resulted in the increase in Interest 
Income recognized for the period in review. 
 
Interest Expense 
(5% decrease from Php7.35 bn to Php7 bn) 
 
Interest expense declined by Php344 mn mainly due to the Company’s lower debt balances through most of 
2012 as compared to 2011. The Company prepaid most of its Long Term Debt in the past year. 
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Other Income 
(186% increase from Php693mn to Php1.98 bn) 
 
The increase in Other Income is mainly due to higher unrealized foreign exchange (FX) gains recognized at TLI 
from the restatement of its dollar-denominated debt in contrast with unrealized FX losses taken up in 2011. 
 
Provision for Taxes 
(24% increase from Php1.12 bn to Php1.39 bn) 
 
The 24% increase in the provisions made for taxes totalling Php266 mn is primarily coming from the take up of 
higher deferred tax provisions at TLI compared to provisions taken up in the previous year. 
 
Net Income Attributable to Non-controlling Interests (As Restated) 
(78% increase from Php276 mn to Php490 mn) 
 
The increase in net income attributable to minority interests was largely due to the increase in 
Abovantearnings for the period of which 40% is for the account of the minority shareholders. 
Abovant’sassociate CEDC improved its contributions over that of 2011 as it managed to bill better tariffs and 
higher sales to the spot market during the year. The balance of the increase is due to the take up of the 
minority shareholder’s participation in the increase in CPPC’s net income. 
 
Consolidated Statements of Comprehensive Income (As Restated) 
 
Consolidated comprehensive income attributable to equity holders of the Parent Increased from Php20.94 bn 
in 2011 to Php24.01 bn in 2012. The increase is mainly due to the increase in consolidated net income 
recognized during the period. 
 
Changes to PAS 19 required the recognition of actuarial gains and losses in Other Comprehensive Income. The 
change resulted to a Php34 mn in comprehensive loss presented in the Consolidated Statements of 
Comprehensive Income. 
 
Changes in Registrant’s Resources, Liabilitiesand Shareholders’ Equity 
 
Assets 
 
Total assets as of December 31, 2012 increased by Php9.73 bn or 6% versus total assets as of December 31, 
2011. The major changes in the balance sheet accounts are discussed below. 

 
(a) Cash and Cash Equivalents grew by 31% from P23.39 bn as of December 31, 2011 to Php30.68 bn as 

of December 31, 2012. The biggest increase in cash balances are at TLI and APRI as cash flows from 
their operating activities increased their cash balances as of year-end. 

 
(b) Trade and Other Receivables decreased by 14%. The decrease is mostly accounted for by the 

payment of Php2.5 bn in dividends by one of the Company’s associates which was outstanding as of 
year end 2011. This decrease was offset by an increase in Trade and Other Receivables at TLI. 

 
(c) Other Current Assets decreased by 6% (from Php1.11 bn in 2011 to Php1.04 bn in 2012) mainly due 

to a decrease in input VAT particularly at APRI during the period in review. 
 
(d) Property, Plant and Equipment increased by 8% or Php6.44 bn. The increase is due to the on going 

construction of a 300-MW Coal-fired Power Plant in Davao through a 100%-owned Subsidiary TSI. The 
balance of the increase is from the on going rehabilitation at Tiwi-MakBan geothermal plants under 
APRI. 

 
(e) Intangible Assets decreased by Php477 mn during the year as amortization during the year is 

recognized. 
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(f) Investments in and Advances to Associates (as restated) decreased by Php3.26 bn resulting from cash 
dividends received during the year. 

 
(g) Net Pension Assets (as restated) significantly increased by 12% as significant contributions were 

made by TSI to its retirement fund. 
 
(h) Deferred Income Tax Assets (as restated) decreased by 31% due to the write-off of deferred tax 

assets by the Company as it related to the expiring NOLCO and expiring minimum corporate income 
tax (MCIT). 

 
(i) Other Noncurrent Assets increased by 32% (from Php3.95 bn in 2011 to Php5.21 bn in 2012) mostly 

from the recognition of Other Noncurrent Assets at APRI relating to its Input VAT. Similarly, Other 
Noncurrent Assets at TSI also increased during the year. 

 
Liabilities 
 
Consolidated liabilities decreased by 3% from Php83.34 bn as of December 31, 2011 to Php80.46 bn as of 
December 31, 2012. 
 

(a) Bank Loans decreased by 21% or Php338 mn as Hedcor, Davao Light and Cotabato Light paid down 
short term bank loans which were availed to meet working capital requirements. 
 

(b) Trade and Other Payables rose by 41% or Php2.93 bn mainly from the recognition of dividends 
payable by the Company after a special cash dividend was declared in November 2012. Aside from 
the recognition of the dividend payables, this account also increased as higher costs leading to 
increase in payables are recognized at TMI while at APRI, rehab related expenses increased its 
payable balances. 
 

(c) Derivative Liability went up by Php21 mn as it relates to an interest rate swap agreement entered 
into by LHC in order to hedge its floating rate exposure on its loan. 
 

(d) Income Tax Payable decreased by 13% due to lower provisions taken up at Davao Light and CPPC. 
 

(e) Long Term Debt decreased by Php7.63 bn arising mainly from the following payments made by the 
Company during the year: 

 2009 Fixed Rate Corporate Notes; 

 Prepayment of Php2.29 bn of its 5 year Retail Bonds; 

 Prepayment of Php543 mn of its 7-year 2008 Fixed Rate Corporate Notes; and 

 Payment of Php705.6 mn of the maturing portion of its Retail Bonds. 
 

(f) Finance Lease Obligations recognized at TLI increased by 3% or Php1.67 bn, as accreted interest 
expenses on the Finance Lease Obligation exceeds the amount of monthly payments made to PSALM. 
 

(g) Payable to preferred shareholders of a subsidiary inclusive of current portion decreased by 27% or 
Php17 mn as payments to preferred shareholders were made in the first quarter of the year. 
 

(h) The bulk of the increase in Customer Deposits which increased by 11% or Php240 mn was mainly due 
to new connections in the franchise area of Davao Light as it its customer base continues to grow. 
 

(i) Pension Liability (as restated) decreased by 9% or Php20 mn as obligations were funded during the 
year. 
 

(j)  Deferred Income Tax Liabilities (as restated) increased by 82% or Php303 mn due to TLI’s recognition 
of corresponding income tax provision on the unrealized FX gains on TLI’s dollar obligations to PSALM 
beyond its income tax holiday period. 

 
Equity (As Restated) 
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Equity attributable to equity holders of the Parent increased from Php68.23 bn as of December 31, 2011 to 
Php80.89 bn as of December 31, 2012. The increase is mainly due to the increase in retained earnings which 
went up by Php13.07 bn as aresult of the consolidated net income recorded for the period under review of 
Php24.41 bn and net of the cash dividendsdeclared during the period which totaled to Php11.33 bn. 
 
Material Changes in Liquidity and Cash Reserves of Registrant 
 
Cash and Cash Equivalents grew by 31% from Php23.39 bn as of December 31, 2011 to Php30.68 bn as of 
December 31, 2012. Cash generated from the Group’s operations was the largest source of cash inflow 
bringing in Php24.84 bn during the year, an increase of Php2.27 bn versus last year. The Company’s strong 
earnings continue to be the major driver in the Company’s cash position. 
 
The Group’s cash flows from investing activities went from a net outflow of Php4.98 bn in 2011 to a net inflow 
of Php4.54 bn during the year. This is mainly driven by Php13.98 bn in dividends received. Investments into 
capital expenditures for Property Plant and Equipment continue to be made by the Group, which accounted 
for investment cash outflows of Php9.86 bn. 
 
Cash flows used in financing activities in 2012 totalled Php22.06 bn versus Php12.58 bn in 2011. This 
substantial increase in cashoutflow is due to (a) Php9.71 bn in dividends paid during the year (b) long term 
debt payments made totalling Php9.16 bn and(c) payments to settle finance lease obligations of Php2.48 bn. 
 
All of the above accounts for the increase in Cash and Cash Equivalents during the year. 
 
Financial Ratios 
 
Current Ratio at the end of the year is 2.65x from 3.46x in the previous year. The lower current ratio is due to 
a higher increase in the Group’s current liabilities versus the increase in its current assets. The increase in 
current liabilities comesfrom higher balances in Trade and Other Payables as well as higher portions of the 
long term debt of the group which willbe settled within the next 12 months. 
 
Debt to Equity Ratio (as restated) improved from 1.20 as of December 2011 to 0.98 as of December 31, 2012. 
This is mainly due to the higher increase in equity which exceeds the increase in liabilities. 
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MANAGEMENT 
 
BOARD OF DIRECTORS AND EXECUTIVE OFFICERS  
 
The overall management and supervision of the Company is undertaken by its Board. The Company’s 
executive officers and management team cooperate with the Board by preparing appropriate information and 
documents concerning the Company’s business operations, financial condition and results of operations for its 
review.  The Company currently has nine directors, three of whom are Independent Directors.  
 
The table below sets forth the members of the Company’s Board and its executive officers as of the date of 
this Preliminary Prospectus.  
 

ENRIQUE M. ABOITIZ, JR. 
Chairman of the Board of Directors 
Chairman – Board Risk and Reputation 
Management Committee 
 
 

Mr. Enrique M. Aboitiz, Jr., 60 years old, Filipino, has served as 
Director and Chairman of the Board of Directors of 
AboitizPower since 2009.  He is currently Director of AEV and 
Aboitiz & Company, Inc. (ACO).  He is also Chairman of the 
Board of Directors of WeatherPhilippines Foundation, Inc. 
(WeatherPhilippines).  Mr. Aboitiz graduated with a degree in 
Bachelor of Science in Business Administration, major in 
Economics, from Gonzaga University, Spokane, Washington, 
U.S.A. 
 

JON RAMON ABOITIZ 
Vice Chairman of the Board of 
Directors 
Chairman– Board Corporate 
Governance Committee 
 

Mr. Jon Ramon Aboitiz, 66 years old, Filipino, has been Director of 
AboitizPower since 1998 and served as Chairman of the Board 
from 1998 until 2008.  Mr. Aboitiz began his career with the 
Aboitiz Group in 1970.  From a manager of the Aboitiz Shipping 
Corporation, Mr. Aboitiz was promoted to President of the 
company in 1976 and became President of ACO in 1991 until 
2008.  He is also Chairman of the Board of Directors of ACO; Vice 
Chairman of AboitizPower; and Director of Cotabato Light, Davao 
Light, Bloomberry Resorts Corporation , and International 
Container Terminal Services, Inc.  Mr. Aboitiz is also Vice Chairman 
of the Board of Directors of UnionBank of the Philippines 
(UnionBank).  He is Chairman of UnionBank’s Executive 
Committee, Risk Management Committee and Vice Chairman of 
the Corporate Governance Committee, including the latter’s 
Compensation Remuneration and Nomination Sub-Committees.  
He is Trustee and Vice President of Ramon Aboitiz Foundation, Inc. 
(RAFI); Trustee of Santa Clara University, California and Philippine 
Business for Social Progress (PBSP); and member of the Board of 
Advisors of The Coca-Cola Export Corporation in the Philippines; 
Trustee of the Association of Foundation.  He was Director of City 
Savings Bank, Inc. (CitySavings) from 2006 up to March 2013.  Mr. 
Aboitiz holds a Bachelor of Science degree in Commerce with a 
major in Management from the Santa Clara University, California, 
U.S.A. 
 

ERRAMON I. ABOITIZ 
Chief ExecutiveOfficer 

Member–
BoardCorporateGovernanceCommittee  
 

Mr. Erramon I. Aboitiz, 58 years old, Filipino, has served as Chief 
Executive Officer of AboitizPower since May 2014.  He is 
President & Chief Executive Officer of AEV.  He has been 
Director of AEV since 1994 and was its Executive Vice President 
and Chief Operating Officer from 1994 to December 2008.  He is 
also President and Chief Executive Officer of ACO, Chairman of 
the Board of Directors of Davao Light, SFELAPCO, Cotabato 
Light, SEZ,  SNAP– Magat, SNAP-Benguet, ARI, TPI and 
AboitizLand; and Director of UnionBank, Pilmico Foods 
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Corporation (Pilmico), and RP Energy.  He is also Chairman of 
Aboitiz Foundation and Director of Family Business 
Development Center (Ateneo de Manila University) and 
Philippine Disaster Recovery Foundation.  He obtained a 
Bachelor of Science degree in Business Administration, major in 
Accounting and Finance, from Gonzaga University, Spokane, 
U.S.A. 
 

ANTONIO R. MORAZA 
Director;  
President and Chief Operating Officer;  
Member– Board Audit Committee; 
Board Risk and Reputation 
Management Commitee 
 

Mr. Antonio R. Moraza, 57 years old, Filipino, has been Director 
of AboitizPower since 1999 and currently serves as 
AboitizPower’s President and Chief Operating Officer.  He has 
been Director of AEV since May 2009.  He is also Chairman of 
the Board of Directors of Pilmico, Pilmico Feeds, EAUC, TVI, 
TMO, TSI, TMI, TLI, LHC, Hedcor, Hedcor Tudaya, Hedcor 
Sibulan, CPPC,  and APRI; and Vice Chairman of CEDC.  He is 
likewise Director and Senior Vice President of ACO; President 
and Chief Executive Officer of Abovant and ARI; and Director of 
SNAP-Benguet, SNAP-Magat, SPPC, STEAG, and WMPC.  He is 
also Director and President of TPI and Manila-Oslo Renewable 
Enterprise, Inc. (MORE).  He holds a degree in Business 
Management from Ateneo de Manila University. 
 

JAIME JOSE Y. ABOITIZ 
Director 
Executive Vice Presidentand Chief 
Operating Officer – Power Distribution 
Group 
 

Mr. Jaime Jose Y. Aboitiz, 52 years old, Filipino, was Director of 
AboitizPower from 2004 to April 2007 and was a member of the 
Board Audit Commitee.  He was again elected as Director of 
AboitizPower in 2009.  He is also AboitizPower’s Executive Vice 
President and Chief Operating Officer – Power Distribution Group. 
He is also Vice Chairman and President of VECO; Director and 
President and Chief Executive Officer of Cotabato Light, SEZ, and 
Davao Light; Director and President of MEZ and BEZ; Director of 
ARI, Hedcor Sibulan, CPPC, SFELAPCO and Hedcor.  He is also 
Trustee of Aboitiz Foundation.  He holds a degree in Mechanical 
Engineering from Loyola Marymount University in California, 
U.S.A. and a Master’s degree in Management from the Asian 
Institute of Management. 
 

MIKEL A. ABOITIZ 
Director 
Member– Board Audit Committee; 
Board Risk and Reputation 
Management  Commitee 
 

Mr. Mikel A. Aboitiz, 59 years old, Filipino, has been Director of 
AboitizPower since 1998 and has been a member of its Board 
Audit Committee since 2010.  He is also Senior Vice President of 
AEV; Director and Senior Vice President of ACO; Vice Chairman 
and Chief Executive Officer of CitySavings; Chairman of the Board 
of Directors of Cebu Praedia Development Corporation (CPDC); 
Vice-Chairman of AboitizLand and Propriedad del Norte, Inc. 
(PDNI); Director of Cotabato Light, Davao Light, Pilmico, Pilmico 
Animal Nutrition Corporation (Pilmico Feeds), APRI, AEV Aviation, 
Inc. (AEV Aviation), TPI, and ; and Trustee and Treasurer of RAFI.  
He holds a degree in Bachelor of Science, major in Business 
Administration, from Gonzaga University, Spokane, U.S.A. 
 

CARLOS C. EJERCITO 
Independent Director 
Member–Board Audit Committee; 
Board Corporate Governance 
Committee; Board Risk and Reputation 
Management  Commitee 
 

Mr. Carlos C. Ejercito, 68 years old, Filipino, was elected as 
Independent Director of AboitizPower during the Annual 
Stockholders Meeting heldlast May 19, 2014. He is currently the 
Chairman and President of Morganhouse Holdings, Inc., 
Morganhouse Properties, Inc., and CR Nichrome, Inc. He is also 
currently the Chairman and Chief Executive Officer of Northern 
Access Mining, Inc., Forum Cebu Coal Corporation, Kaipara 
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Mining and Development Corporation and Mount Grace 
Hospitals, Inc.  He is also a Director of Medical Center Manila, 
Unihealth Tagaytay Medical Center and VR Potenciano Medical 
Center, and an Independent Director of Bloomberry Resorts 
Corporation and Monte Oro Resources and Energy Corporation.  
Mr. Ejercito was a former Director of the National Grid 
Corporation of the Philippines and the former President and 
CEO of United Laboratories, Inc., Unilab Group of Companies 
and Univet Agricultural Products, Inc.  Mr. Ejercito was a 
member of the Board of Governors of Management Association 
of the Philippines for 2012 and 2013 and is currently a member 
of the National Executive Committee of Bishops Businessmen 
Conference on Human Development and of the Philippines-US 
Business Council.  Mr. Ejercito graduated cum laude from the 
University of East with a degree in Bachelor of Business 
Administration.  He also completed the Management 
Development Program of the Harvard Business School in 1983 
and has completed the coursework for Masters of Business 
Administration at the Ateneo Graduate School of Business.  Mr. 
Ejercito is a certified public accountant. 
  

ROMEO L. BERNARDO 
Independent Director 
Member – Board Audit Committee; 
Board Corporate Governance 
Committee 
 

Mr. Romeo L. Bernardo, 59 years old, Filipino, has been an 
Independent Director of AboitizPower since 2008 and has been 
a member of its Board Audit Committee since 2010. He is the 
Managing Director of Lazaro Bernardo Tiu and Associates, a 
boutique financial advisory firm based in Manila.  He is also 
GlobalSource economist in the Philippines. He does World Bank 
and Asian Development Bank-funded policy advisory work. He is 
Chairman of ALFM Family of Funds and Philippine Stock Index 
Fund.  He is likewise Director of several companies and 
organizations including Globe Telecom, Inc., BPI, RFM 
Corporation, Philippine Investment Management, Inc., 
Philippine Institute for Development Studies, BPI-Philam Life 
Assurance Corporation (formerly known as Ayala Life Assurance, 
Inc.), National Reinsurance Corporation of the Philippines and 
Institute for Development and Econometric Analysis.  He 
previously served as Undersecretary of Finance and as Alternate 
Executive Director of the Asian Development Bank. He was an 
Advisor of the World Bank and the International Monetary Fund 
(Washington D.C.), and served as Deputy Chief of the Philippine 
Delegation to the GATT (WTO), Geneva.  He was formerly 
President of the Philippine Economics Society; Chairman of the 
Federation of ASEAN Economic Societies and a faculty member 
(Finance) of the University of the Philippines. Mr. Bernardo 
holds a degree in Bachelor of Science in Business Economics 
from the University of the Philippines (magna cum laude) and a 
Masters degree in Development Economics (top of the class) 
from Williams College in Williamstown, Massachusetts. 
 

ALFONSO A. UY 
Independent Director 
Member – Board Audit Committee; 
Board Corporate Governance 
Committee; Board Risk and Reputation 
Management Committee 
 

Mr. Alfonso A. Uy, 74 years old, Filipino, has been an 
Independent Director of AboitizPower since May 2012 and has 
been a member of its Board Audit Committee since 2013. He 
currently serves as Chairman of La Filipina Uy Gongco 
Corporation, Philippine Foremost Milling Corporation and 
Mindanao Grain Processing Corporation; Vice Chairman of 
Panay Power Holding Corporation; and Director of State 
Properties, Inc., State Investment Trust, Inc., STEAG and BDO 
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Private Bank.  He also served in various capacities in 
government and non-government organizations, such as the 
Federation of Filipino-Chinese Chambers of Commerce and 
Industry, Inc. as President and the City Council of Iloilo City as 
Member.  Mr. Uy is also the recipient of various awards, such as 
the Dr. Jose Rizal Award for Excellence in Business and 
Commerce, Outstanding Chemical Engineer Award of the 
Philippine Institute of Chemical Engineers and the Professional 
of the Year Award in the field of Chemical Engineering by the 
Philippine Regulatory Commission for the year 2005.  Mr. Uy is a 
graduate of Bachelor of Science in Chemical Engineering from 
the Central Philippine University (magna cum laude) and is a 
licensed Chemical Engineer. 
 

JUAN ANTONIO E. BERNAD 
ExecutiveVice President – Strategy and 
Regulation 
 

Mr. Juan Antonio E. Bernad, 58 years old, Filipino, has been 
AboitizPower’s Executive Vice President for Strategy and 
Regulation since 2009.  He previously served AboitizPower in 
several capacities, as Director from 1998 until May 18, 2009, as 
Executive Vice President/Chief Financial Officer/ Treasurer from 
1998 to 2003 and as Executive Vice Preisdent for Regulatory 
Affairs/Chief Financial Officer from 2004 to 2007.  He is also AEV’s 
Senior Vice President, a position he has held since 1995.  He was 
AEV’s Senior Vice President - Electricity Regulatory Affairs from 
2004 to 2007 and Senior Vice President - Chief Financial Officer 
from 1995 to 2004.  He is Director and Executive Vice President - 
Regulatory Affairs of Davao Light; Director and Senior Vice 
President of VECO; and Director of Cotabato Light, AEV Aviation, 
and UnionBank.  He has an Economics degree from Ateneo de 
Manila University and a Master’s degree in Business 
Administration from The Wharton School, University of 
Pennsylvania, U.S.A. 
 

LUIS MIGUEL O. ABOITIZ  
Senior Vice President  – Power 
Marketing and Trading 
 

Mr. Luis Miguel O. Aboitiz, 49 years old, Filipino, has been 
AboitizPower’s Senior Vice President – Power Marketing and 
Trading since 2009.  He is currently First Vice President of AEV; 
Director and First Vice President of ACO; Director and President 
and Chief Executive Officer of Aboitiz Energy Solutions, Inc. (AESI) 
and Adventenergy Solutions, Inc. (Adventenergy); Director of 
STEAG, ARI, TPI, Pilmico Feeds, Pilmico, MORE, TMO, Therma 
Power Visayas, Inc. (TPVI), TSI, TLI, APRI, Pagbilao Energy 
Corporation (Pagbilao Energy), CPDC and Hedcor Sibulan. He 
graduated from Santa Clara University, California, U.S.A. with a 
Bachelor of Science degree in Computer Science and Engineering 
and took his Masters in Business Administration at the University 
of California in Berkeley, U.S.A. 
 

GABRIEL T. MAÑALAC 
Senior Vice President  – Group 
Treasurer 
 
 

Mr. Gabriel T. Manalac, 57 years old, Filipino, has been 
AboitizPower’s Treasurer since 2004 and its Senior Vice 
President - Group Treasurer since 2009.  He is Senior Vice 
President – Group Treasurer of AEV since 2009.  He joined AEV 
as Vice President for Treasury Services in 1998 and was 
promoted to First Vice President for Treasury Services in 2004. 
He is also Vice President and Treasurer of Davao Light, and 
Treasurer of Cotabato Light. Mr. Manalac graduated cum laude 
with a Bachelor of Science degree in Finance and a Bachelor of 
Arts in Economics degree from De La Salle University. He 
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obtained his Masters of Business Administration in Banking and 
Finance degree from the Asian Institute of Management and 
was awarded the Institute’s Scholarship for Merit. 
 

MANUEL R. LOZANO 
First Vice President/Chief Financial 
Officer/Chief Information Officer  
 

Mr. Manuel R. Lozano, 43 years old, Filipino, was appointed First 
Vice President/ Chief Financial Officer/ Chief Information Officer 
of AboitizPower in May 2014. He was the Chief Financial Officer of 
the Power Generation Group of AboitizPower from 2009 up to 
2013. He is currently Director and Assistant Vice President – 
Finance Treasurer of AESI; Director and Vice President – Chief 
Finance Officer of Adventnergy; Chief Financial Officer of Prism. 
He is currently Director and Chief Financial Officer of Hedcor; 
Director and Chief Financial Officer ofHedcor Sibulan; Director and 
Treasurer of Therma Subic, Therma Southern Mindanao, TVI, LHC, 
Cordillera Hydro Corporation, Negron Cuadrado Geopower, Inc.; 
Director and Treasurer/Chief Finance Officer of TCVI, Hedcor 
Tamugan, Hedcor Tudaya, Hedcor Bokod, Hedcor Bukidnon, 
Hedcor Benguet and Hedcor Mabinay; Chief Finance Officer and 
Treasurer of TLI and Pagbilao Energy; Treasurer of TPI and TMO; 
Director and Vice President/Treasurer of TMI; Chief Finance 
Officer of TSI and CPPC; Director and Senior Vice President – 
Finance of ARI; Director of APRI and MORE . Before he joined the 
Aboitiz Group, he was the Chief Financial Officer and Director of 
Paxys, Inc., a PSE-listed company focused on the BPO industry and 
other IT-related sectors within the Asia Pacific region. He has a 
wide range of experience working in several financial institutions. 
He earned his Bachelor of Science in Business Administration 
degree from the University of the Philippines - Diliman and his 
Masters in Business Administration from The Wharton School of 
the University of Pennsylvania, U.S.A. 
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EMMANUEL V. RUBIO  

Chief Operating Officer – Power 
Generation Group  

Mr. Emmanuel V. Rubio was appointed as the Chief Operating 
Officer – Power Generation Group of AboitizPower last May 2014. 
He was the President of SNAP-Magat, SNAP-Generation and SNAP-
Benguet from 2011 to June2014, and the Chief Executive Officer 
of the said companies from 2011 up to the present. Mr. Rubio is 
currently Director of SNAP-Benguet, TLI, TMI, TMO, TSI, TVI, CEDC, 
CPPC, EAUC, Hedcor, LHC, Hedcor Sibulan, Hedcor Tamugan, 
Hedcor Sabangan, Hedcor Tudaya, Hedcor Bukidnon and Hedcor 
Benguet; Director and Chief Executive Officer of APRI; ; and Chief 
Executive Officer of SNAP-Res. Prior to joining AboitizPower, Mr. 
Rubio was connected with Consolidated Industrial Gases Inc. (CIGI) 
Philippines, where he worked for more than 15 years in various 
capacities, including Vice President for Sales and Marketing, 
Business Unit General Manager, and eventually, President.  Mr. 
Rubio is a graduate of Bachelor of Science in Industrial 
Management Engineering, with a minor in Mechanical Engineering 
of De La Salle University, where he also completed his post-
graduate studies. He is also a certificate course graduate of the 
University of Michigan Executive Education Program, the LEAD 
program of Columbia University and the Strategic Management 
Course of the Nanyang Technological University in Singapore. He is 
also a holder of the Executive Certificate in Directorship from the 
Singapore Management University-Singapore Institute of Directors 
(SMU-SID). 
 

MA. CHONA Y. TIU 
First Vice President/Chief Financial 
Officer – Power Distribution Group 
 

Ms. Ma. Chona Y. Tiu, 56 years old, Filipino, was appointed First 
Vice President & Chief Financial Officer – Power Distribution 
Group on January 2, 2014.  She has been Vice President & Chief 
Financial Officer - Power Distribution Group of AboitizPower from 
2009 to 2013.  She joined the Aboitiz Group in 1977 as Research 
Assistant of the Corporate Staff Department of ACO.  She rose 
from the ranks and held various finance positions in different 
companies within the Aboitiz Group, including ACGI and 
AboitizLand.  She joined the AboitizPower Group when she was 
appointed Vice President – Administration and Chief Finance 
Officer of AboitizPower’s affiliate, VECO, in 2007.  She is also 
Director and Vice President/Chief Financial Officer/Treasurer of 
BEZ; and Vice President – Chief Financial Officer of Cotabato Light, 
Davao Light, SEZ and MEZ, VECO and Director of SFELAPCO. 
; 

SUSAN V. VALDEZ 
Chief Reputation and Risk 
Management Officer 
Ex-Officio Member – Board Risk and 
Reputation Managament Committee 
 

Ms. Susan V. Valdez, 53 years old, Filipino, has been Chief 
Reputation Officer Risk Management Officer since December 
2012.  She is also the Senior Vice President - Chief Reputation and 
Chief Risk Management Officer of AEV.  She is also Trustee and 
President and a Member of the Executive Committee of Aboitiz 
Foundation; and Director and President of WeatherPhilippines.  
Before joining AEV, she was the Executive Vice President and Chief 
Executive Officer of the 2GO Freight Division of Aboitiz Transport 
System (ATS) Corporation (ATSC) (now 2GO Group, Inc.) for eight 
years.  She was also President and Chief Executive Officer of 
Aboitiz One, Inc. (now ATS Express, Inc.) and Aboitiz One 
Distribution, Inc. (now ATS Distribution, Inc.) for two years.  Prior 
to heading the freight and supply chain business of the then ATSC, 
she was its Chief Finance Officer and Chief Information Officer for 
eight years.  She is a graduate of Bachelor of Science in 
Commerce, major in Accounting, from St. Theresa’s College, and 
she earned her Master’s degree in Business Management from 
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the University of the Philippines. She completed a program on 
Management Development at Harvard Business School, Boston, 
U.S.A. 
 

RAYMOND E. CUNNINGHAM 
Executive Director – Business 
Development 
 

Mr. Raymond E. Cunningham, 72 years old, American, was 
appointed Executive Director for Business Development in 
August 2013.  He was AboitizPower’s First Vice President – 
Business Development from 2009 to 2013.  He has extensive 
experience in the power industry in the Philippines and the 
U.S.A., especially in power project planning, regulatory 
approvals, financing, design, construction and operations.  He 
was previously the Business Development, Acquisitions and 
Special Projects Manager of CalEnergy International Services, 
General Manager of the 165-MW Casecnan Hydropower Plant, 
Senior Vice President and Project Director of San Roque Power 
Corporation, Vice President of AT&T Capital Corporation and 
Vice President for Engineering and Operations of Consolidated 
Power Company.  He earned his Bachelor of Science in 
Engineering degree from the US Coast Guard Academy.  He also 
earned a Naval Engineer’s degree and a Masters of Science in 
Mechanical Engineering from the Massachusetts Institute of 
Technology. 
 

THOMAS J. SLIMAN, JR. 
Executive Director – Projects 
 

Mr. Thomas J. Sliman, Jr., 54 years old, American, was appointed 
Executive Director for Projects of AboitizPower in August 2013.  
He was appointed as AboitizPower's Vice President – Business 
Development in 2010, and was its First Vice President for Business 
Development from 2012 to 2013.  He has extensive experience in 
the power industry, both in the Philippines and in the U.S.A.  After 
working for 20 years in the U.S.A. for the Southern Company in 
various operations and maintenance roles in thermal power 
plants, he relocated to the Philippines to work with Mirant 
Philippines and was initially assigned at the Pagbilao and Sual 
plants as plant manager.  He was the Executive Vice President - 
Operations for Mirant Philippines until its sale in 2007.  He 
previously worked with AboitizPower in 2009 as a consultant 
during AboitizPower’s submission of bid proposals to be the IPP 
Administrator of the Pagbilao and Sual Coal-Fired Power Plants.  
He earned his degree in Bachelor of Science in Electrical 
Engineering from Mississippi State University in 1983.  He had 
completed approximately 75% of the required coursework for a 
Masters of Business Administration degree from the University of 
Southern Mississippi, Long Beach, Mississippi. 
 

MANUEL M. ORIG 
First Vice President – Mindanao Affairs 
 

Mr. Manuel M. Orig, 72 years old, Filipino, was appointed 
AboitizPower’s First Vice President for Mindanao Affairs in 
2010.  He has been with the Aboitiz Group for over 40 years.  He 
was the Executive Vice President of Davao Light prior to his 
appointment in AboitizPower.  He was instrumental in 
transforming Davao Light into a professional and customer-
oriented organization.  In 2004, he was awarded the Don Ramon 
Aboitiz Award of Excellence, the highest recognition bestowed 
on Aboitiz Group team members and team leaders, for his 
outstanding contribution to the Aboitiz Group.  He finished his 
Bachelor’s degree in Commerce from the Colegio de San Jose - 
Recoletos and had his Masters in Business Administration from 



 

 182 

the University of the Philippines. 
 

ROGER VICTOR E. BUENDIA 
First Vice President for Trading and 
Marketing 
 

Mr. Roger Victor E. Buendia, 50 years old, Filipino, has been First 
Vice President for Trading and Marketing of AboitizPower since 
August 1, 2013.  Mr. Buendia was Officer-in-Charge, President and 
Chief Executive Officer of PNOC Renewables Corporation prior to 
joining AboitizPower.  He also served in the same company as 
Executive Vice-President and Chief Operating Officer in February 
2010 and as Vice President for Operations from September 2009 
to January 2010.  He also held managerial positions in various 
companies such as PT Shell Indonesia, Shell Colombia, S.A., 
Pilipinas Shell Petroleum Corporation and Shell Company in 
Cambodia Limited S.A.  Mr. Buendia is a licensed mechanical 
engineer with a degree in Bachelor of Science in Mechanical 
Engineering from the University of the Philippines. 
 

ALVIN S. ARCO 
First Vice President – Regulatory 
Affairs 
 

Mr. Alvin S. Arco, 54 years old, Filipino, was appointed First Vice 
President for Regulatory Affairs of AboitizPower on January 2, 
2014.  He is also Vice President – Regulatory Affairs of Davao 
Light and Vice President – Finance of Cotabato Light.  He has 
been Vice President – Regulatory Affairs of AboitizPower from 
April 2007 to December 2013.  He was Accounting Manager of 
AboitizPower from 1998 to 1999, Assistant Vice President – 
Finance from 2000 to 2004 and Vice President – Finance in 
2005.  Mr. Arco is a Certified Public Accountant.  He obtained his 
degree in Accountancy from the University of San Jose - 
Recoletos, Cebu City. 
 

M. JASMINE S. OPORTO 
Corporate Secretary and Compliance 
Officer  
Ex-Officio Member – Board Corporate 
Governance Committee 
 

Ms. M. Jasmine S. Oporto, 54 years old, Filipino, has been the 
Corporate Secretary of AboitizPower since 2007.  She was 
appointed Chief Compliance Officer of AboitizPower in 
December 2012.  She was also promoted as Senior Vice 
President – Chief Legal Officer, Corporate Secretary and 
Compliance Officer of AEV in May 2012.  She is also Vice 
President for Legal Affairs of Davao Light; Corporate Secretary 
of Hijos and Assistant Corporate Secretary of VECO.  Prior to 
joining AEV, she worked in various capacities at the Hong Kong 
office of Kelley Drye & Warren, LLP, a New York-based law firm, 
and the Singapore-based consulting firm Albi Consulting Pte. 
Ltd.  She obtained her Bachelor of Laws degree from the 
University of the Philippines and is a member of both the 
Philippine and New York bars.  She is an Associate of the 
Institute of Corporate Directors and completed the course for 
Corporate Governance and Risk Management for Board of 
Trustees/Directors of Banks. 
 

JOSEPH TRILLANA T. GONZALES 
Assistant Corporate Secretary 
 

Mr. Joseph Trillana T. Gonzales, 46 years old, Filipino, has 
been Assistant Corporate Secretary of AboitizPower since 
2007. He is also Vice President for Legal and Corporate 
Services of AEV.  He was Special Counsel of SyCip Salazar 
Hernandez &Gatmaitan Law Offices until he joined the 
Aboitiz Group in 2007 as Assistant Vice President of the 
Corporate and Legal Services of ACO.  He is a graduate of 
Bachelor of Arts, major in Economics, and Bachelor of Laws 
from t h e  University of the Philippines. He has a Master of 
Laws degree from the University of Michigan, Michigan, 
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U.S.A. 

 

Period in which the Directors and Executive Officers Should Serve 
 
The directors and executive officers should serve for a period of one year. 
 
Term of Office of a Director 
 
Pursuant to the Amended By-Laws of AboitizPower, the directors are elected at each Annual Stockholders’ 
Meeting by stockholders entitled to vote. Each director holds office until the next annual election or for a 
term of one year and until his successor is duly elected, unless he resigns, dies or is removed prior to such 
election. 
 
Any vacancy in the Board other than by removal or expiration of term may be filled by a majority vote of the 
remaining members thereof at a meeting called for that purpose, if they still constitute a quorum. The 
director so chosen shall serve for the unexpired term of his predecessor in office. 
 
Significant Employees 
 
AboitizPower considers the contribution of every employee important to the fulfillment of its goals. 
 
Family Relationships 
 
Messrs. Jaime Jose and Luis Miguel Aboitiz are first cousins. Messrs. Jon Ramon and Mikel Aboitiz are 
brothers.  Messrs.Erramon and Enrique, Jr. Aboitiz are brothers as well.  Messrs. Jon Ramonand Mikel are 
second cousins of Messrs. Erramon, Enrique, Jr., Jaime Joseand Luis Miguel Aboitiz. 
 
Involvement in Certain Legal Proceedings as of March 31, 2014 
 
To the knowledge and/or information of AboitizPower, none of its nominees for election as directors, its 
present members of the Board or its executive officers, is presently involved in any legal proceeding or 
bankruptcy petition or has been convicted by final judgment, or being subject to any order, judgment or 
decree or has violated the securities or commodities law in any court or government agency in the 
Philippines or elsewhere, or for the past five years and the preceding years until February 28, 2014, which 
would put to questionhis/her ability and integrity to serve AboitizPower and its stockholders. 
 
Parent Company 
 
AboitizPower’s parent company is AEV. As of March 31, 2014, AEV owns 76.88% of AboitizPower. In turn, ACO 
owns, as of March 31, 2014, 49.54 % of AEV. 
 
 
Resignation or Refusal to Stand for Re-electionby Members of the Board of Directors 
 
No director has resigned or declined to stand for re-election to the Board since the date of AboitizPower’s 
last Annual Stockholders’ Meeting because of a disagreement with AboitizPower on matters relating to its 
operations, policies and practices. 
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CORPORATE GOVERNANCE 
 
AboitizPower has a Manual of Corporate Governance (Manual) and Code of Ethics and Business Conduct 
(Code) to guide the attainment of its corporate goals and strategies. To ensure compliance, copies of the 
Manual and the Code were disseminated to the Board of Directors, management and employees of 
AboitizPower. Company-wide orientations on theManual and the Code were conducted as well. 
 
AboitizPower has in place a performance evaluation system for corporate governance. It also participated, and 
intends to participate, in the annual Corporate Governance Scorecard Surveys of the SEC, PSE and the Institute 
of Corporate Directors (ICD) to benchmark its corporate governance practices against best practices. 
AboitizPower likewise participates in the ASEAN Corporate Governance Scorecard, which was adopted by the 
Philippines in September 2012. The Compliance Officer regularly monitors and evaluates compliance by the 
Board of Directors, management and employees to the Manual, the Code, other company policies, and 
existing laws and regulations. Together with the Human Resources Department, the Compliance Officer also 
ensures the implementation of AboitizPower’s rule against conflicts of interests and the misuse of confidential 
and proprietary information throughout the organization. 
 
The Compliance Officer regularly reports to the Board Corporate Governance Committee and the Board Audit 
Committee the Company’s compliance status with existing laws and regulations, as well as the Board’s, 
management’s and employees’ compliance with internal governance policies. 
 
Corporate governance is further fostered by the Board’s active role in reviewing and approving corporate goals 
and strategies set by management, as well as in monitoring and evaluating management performance in 
meeting such goals. The different Board committees - Audit, Corporate Governance, and Risk and Reputation 
Management - report regularly to the Board and are crucial in maintaining Board oversight in key management 
areas. 
 
There are no major deviations from the Manual as of the date of this report. The Board of Directors regularly 
reviews the Manual to ensure that the same remains relevant and responsive to the needs of the organization. 
 
A copy of the complete Corporate Governance Report (CG Report) of the Chief Compliance Officer is available 
at www.aboitizpower.com/AP/7983:Annual-Corporate-Governance-Report.html.  A condensed copy of the CG 
Report is also included in the Company’s Annual Report and can be accessed at 
http://www.aboitizpower.com/AP/5672:apvx-downloads.html. 
 
Board Attendance 
 
The Board’s primary objectives are to improve shareholder returns, to develop responsible long-term 
investments, and achieve disciplined and sustainable growth.  To this end, board attendance and active 
participation during board meetings are encouraged from directors.  Attendance during board meetings are 
closely monitored and reported by the Chief Compiance Officer to the SEC and PSE, and uploaded in the 
Corporate Governance webpage of the Company. 
 
In 2013, the Board held eight regular and special meetings. Below is a summary of the attendance of the 
Directors. 

 

 

REGULAR AND SPECIAL MEETINGS 2013 

31-Jan 
Regular 

5-Mar 
Special 

21-Mar 
Regular 

20-May 
Regular 

31-Jul 
Regular 

26-Sept 
Regular 

27-Nov 
Regular 

16-Dec 
(Board 

Retreat) 

Enrique M. Aboitiz,Jr. P P P P P P P P 
Jon Ramon Aboitiz P P P P P P P P 
Erramon I. Aboitiz P P P P P P P P 
Antonio R. Moraza P P P P P P P P 
Mikel A. Aboitiz  P P P P P P P P 

http://www.aboitizpower.com/AP/7983:Annual-Corporate-Governance-Report.html
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REGULAR AND SPECIAL MEETINGS 2013 

31-Jan 
Regular 

5-Mar 
Special 

21-Mar 
Regular 

20-May 
Regular 

31-Jul 
Regular 

26-Sept 
Regular 

27-Nov 
Regular 

16-Dec 
(Board 

Retreat) 

Jaime Jose Y. Aboitiz P P P P P P P P 
Jose R. Facundo                  
(Independent Director) 

P P P A P P P P 

Romeo L. Bernardo                  
(Independent Director) P P P P P P P P 

Jakob G. Disch                  
(Independent Director until 
May 20, 2013) 

P P P P N/A N/A N/A N/A 

Alfonso A. Uy (Independent 
Director appointed on May 
20, 2013) N/A N/A N/A N/A P P P P 

TOTAL NO. OF    DIRECTORS 
PRESENT 

9 9 9 8 9 9 9 9 

PERCENTAGE NO. OF 
DIRECTORS PRESENT IN 
EACH MEETING 

100.00% 100.00% 100.00% 88.89% 100.00% 100.00% 100.00% 100.00% 

 
Pursuant to SEC Memorandum Circular No. 1-2014, the Company reported the attendance of the Board of 
Directors for the year 2013 to the SEC and the PSE.  A copy of the report was uploaded in the Company’s 
website and can be accessed at 
http://www.aboitizpower.com/templates/ap_corpgov/reports/Annual%20Corporate%20 
Governance%20Report.pdf. 
 

Corporate Governance Initiatives 
 
Going beyond mere compliance and box-ticking, the Company regularly updates its corporate governance 
policies to ensure that they are relevant to the needs of the organizationand, at the same time, at par with 
global best practices. 
 
In February 2009, the Board of Directors of AboitizPower approved the creation of additional board 
committees and the consolidation of existing ones. In the same year, the Investor Relations Committee was 
dissolved and the Board Nominations and Compensation Committee merged with the Board Corporate 
Governance Committee. On May 17, 2010, the Board approved an amendment to the Company’s Amended 
Manual on Corporate Governance, incorporating the responsibility of the Board Strategy Committee under the 
functions of the Board of Directors. The reorganization aimed to (a) enhance the role of the Board of Directors 
in governance, (b) better represent and protect the interests of all stakeholders of the Company, and (c) 
ensure compliance with regulatory standards and provide appropriate information and updates. 
 
More recently, in its August 2012 Board Meeting, the Board approved the proposed revisions on 
AboitizPower’s Manual of Corporate Governance regarding the removal of the reputation oversight function of 
the Board Corporate Governance Committee and the transfer of this function to the newly reorganized Board 
Risk and Reputation Management Committee. In the same Board Meeting, the Board resolved to amend the 
Board Audit Committee Charter in compliance with SEC Memorandum Circular No. 4, Series of 2012.  
 
In 2013, AboitizPower launched its corporate governance e-learning course which was made available to all 
newly-hired employees of the Company. This e-learning course superseded the mandatory corporate 
governance seminar conducted for all employees during previous years and supplements the annual corporate 
governance training required by the SEC on all directors and key officers starting 2014, pursuant to SEC 
Memorandum Circular 1, Series of 2014. 
 
The mandate and the composition of each Board committee are described below: 
 

http://www.aboitizpower.com/templates/ap_corpgov/reports/Annual%20Corporate
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 The Board Corporate Governance Committee represents the Board in discharging its 
responsibility relating to issues around the Group’s governance principles and guidelines, 
nomination of persons into Boardand Group senior leadership roles, and the various 
compensation matters. Independent Directors comprise majority of the voting members of the 
Board Corporate Governance Committee. 
 
Chairman: Jon Ramon Aboitiz; Members: Erramon I. Aboitiz, Carlos C. Ejercito, Romeo L. 
Bernardo and Alfonso A. Uy; Ex-Officio Members: M. Jasmine S. Oporto and Xavier Jose Aboitiz 

 

 The Board Audit Committee represents the Board in discharging its responsibility related to audit 
mattersfor the Group. Independent Directors comprise majority of the members of the Board 
Audit Committee, including its Chairman. 
 
Chairman: Carlos C. Ejercito; Members: Antonio R. Moraza, Mikel A. Aboitiz, Romeo L. Bernardo, 
and Alfonso A. Uy.  

 

 The Board Risk and Reputation Management Committee represents the Board in discharging its 
responsibility relating to risk management and related matters for the Group. 
 
Chairman: Enrique M. Aboitiz, Jr.; Members:Antonio R. Moraza, Mikel A. Aboitiz, Carlos C. 
Ejercito and Alfonso A. Uy; Ex-OfficioMembers: Manuel R. Lozano and Susan V. Valdez 
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EXECUTIVE COMPENSATION 
 
 

Summary Compensation Table 
 
Information as to the aggregate compensation paid or accrued to AboitizPower’s Chief Executive Officer and 
other highly compensated executive officers, as well as other officers and directors during the last two 
completed fiscal years and the ensuing fiscal year are as follows: 
 

Chief Executive Officer 
and the Four Most 

Highly Compensated 
Officers* 

Year Salary Bonus 
Other Annual 
Compensation 

1. Erramon I. Aboitiz 
 - President and Chief 
Executive Officer 

 
2. Antonio R. Moraza 

- Executive Vice 
President and Chief 
Operating Officer – 
Power Generation 
Group 

 
3. Jaime Jose Y. Aboitiz 

- Executive Vice 
President and Chief 
Operating  Officer – 
Power Distribution 
Group 

 
4. Iker M. Aboitiz 

- First Vice President 
and Corporate 
Information  Officer 

 
5. Thomas J. Sliman, Jr. 

- Executive Director - 
Projects 

    

All above named officers 
as a group 

Actual 2013  Php96,370,000.00 Php3,930,000.00 Php15,130,000.00 

Actual 2012 Php49,950,000.00 Php2,540,000.00 Php11,740,000.00 

Projected 2014  Php106,010,000.00 Php4,320,000.00 Php24,770,000.00 

All other unnamed 
officers and directors as a 
group 

Actual 2013  Php157,140,000.00 Php9,900,000.00 Php31,150,000.00 

Actual 2012 Php94,100,000.00 Php5,630,000.00 Php26,490,000.00 

Projected 2014  Php172,850,000.00 Php10,890,000.00 Php23,880,000.00 

*The Chief Executive Officer and the four most highly compensated Officers in 2013 remained the same in 2012. 

 

 

 

 

 

Compensation of Directors 
 
(a) Standard Arrangements 
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In 2013, all of AboitizPower’s directors received a monthly allowance of P100,000, except for the Chairman of 
the Board who received a monthly allowance of P150,000.  In addition, each director and each chairman of the 
Board and the Board Committees received per diem for every Board or Committee meeting attended as 
follows: 

 

Type of Meeting Directors Chairman 

Board Meeting Php100,000 Php150,000 

 

Type of Meeting Directors Chairman 

Committee Meeting Php80,000 Php100,000 

 

Other Arrangements 
 
Other than payment of a director’s allowance and per diem as stated above, there are no standard 
arrangements pursuant to which directors of the Company are compensated, or are to be compensated, 
directly or indirectly, for any services provided as a director. 
 

Employment Contracts and Terminationof Employment and Change-in-Control Arrangements 
 
There is no compensatory plan or arrangement between AboitizPower and any executive in case of resignation 
or any other termination of employment or from a change in the management control of AboitizPower. 
 

Warrants and Options Outstanding 
 
To date, AboitizPower has not granted any stock option to its directors or officers. 
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND 

MANAGEMENT 
 
 
Security Ownership of Certain Record and Beneficial Owners (of more than 5%) as of March 31, 2014 
 

Title of Class Name/Address of Record 
Owener and Relationship 

with AP 

Name of Beneficial 
Owner and 

Relationship with 
AP 

Citenzship No. of Shares 
Held 

Percentage 
of Class 

Common AboitizEquity Ventures, Inc.  
32

nd
 Street, Bonifacio Global 

City, Taguig City 
(Stockholder)

3
 

AboitizEquity 
Ventures, Inc.

4
 

Filipino 5,657,530,774  
(Record and 
Beneficial) 

76.88% 

Common PCD Nominee Corporation
5
 

G/F MSE Bldg. Ayala 
Avenue, Makati City 
(Stockholder) 

PCD participants 
acting for 
themselves or for 
their customers

6
 

Filipino 722,802,294 
(Record) 

9.82% 

Common PCD Nominee Corporation
7
 

G/F MSE Bldg. Ayala 
Avenue, Makati City 
(Stockholder) 

PCD participants 
acting for 
themselves or for 
their customers

8
 

Non-
Filipino 

606,601,148 8.24% 

 
Aboitiz Equity Ventures Inc. (AEV) is the public holding and management company of the Aboitiz Group, one of 
the largest conglomerates in the Philippines.  As of March 31, 2014, the following entities own five percent 
(5%) or more of AEV: 
 

Title of Class Name, Address of Stockholder 
and Benefiical 

Citenzship No. of Shares and Nature of 
Ownership (Record or 

Beneficial) 

Percent of 
Class 

Common Aboitiz & Company, Inc. 
Aboitiz Corporate Center Gov. 
Manuel A. Cuenco Avenue, 
Kasambangan, Cebu City 6000 

Filipino 2,735,600,915 (Record and 
Beneficial) 

49.54% 

Common PCD Nominee Corporation
9
 

G/F MSE Bldg. Ayala Avenue, 
Makati City (Stockholder) 

Non-
Filipino 

537,793,725 
(Record) 

9.74% 

Common PCD Nominee Corporation
10

 
G/F MSE Bldg. Ayala Avenue, 
Makati City (Stockholder) 

Filipino 555.979,566 10.07% 

Common Ramon Aboitiz Foundation, Inc. 
35 Lopez Jaena St., Cebu City 

Filipino 425,538,863 
(Record and Beneficial) 

7.69% 

 
  



 

 190 

Security Ownership of Management and Nominees as Directors as of March 31, 2014 (Record and Beneficial) 
 

Title of  
Class 

Name of Owner and Position 
No. of Shares and 

Nature of Ownership 
(Direct or Indirect) 

Citizens
hip 

Percentage 
of 

Ownership 

Common 
Enrique M. Aboitiz, Jr. 
Chairman of the Board 

686,758 Direct Filipino 0.01% 

Common 
Jon Ramon Aboitiz 
Vice Chairman of the Board 

33,001 Direct 
Filipino 

0.00% 

12,175,720 Indirect 0.17% 

Common 
Erramon I. Aboitiz 
Director/ Chief Executive Officer 

1 Direct 
Filipino 

0.00% 

37,765,740 Indirect 0.51% 

Common 
Antonio R. Moraza 
Director/ President and Chief Operating 
Officer 

1 Direct Filipino 0.00% 

24,478,966 Indirect  0.33% 

Common 

Jaime Jose Y. Aboitiz 
Director/Executive Vice President and 
Chief Operating Officer- Power  
Distribution Group 

5,367,397 Direct 

Filipino 

0.07% 

2,264,254 Indirect 0.03% 

Common 
Mikel A. Aboitiz 
Director 

1 Direct 

Filipino 

0.00% 

13,283,959 Indirect 0.18% 

Common  
Carlos C. Ejercito  
Independent Director  

1,000 Direct Filipino 0.00% 

Common 
Romeo L. Bernardo 
Independent Director 

1,000 Direct Filipino 0.00% 

Common 
Alfonso A. Uy 
Independent Director 

1,000 Direct Filipino 0.00% 

Common 
Juan Antonio E. Bernad 
Executive Vice President – Strategy  and 
Regulation 

520,001 Direct 
Filipino 

0.01% 

488,734 Indirect 0.00% 

Common 
Luis Miguel O. Aboitiz 
Senior Vice President – 
Power Marketing and Trading 

8,200,429 Direct Filipino 0.11% 

Common 
Gabriel T. Mañalac 
Senior Vice President – Group Treasurer 

111,139 Direct Filipino 0.00% 

Common 
Manuel R. Lozano 
First Vice President/Chief Financial Officer  

65,654 Direct Filipino 0.00% 

Common  

Emmanuel V. Rubio 
Chief Operating Officer – Power 
GenerationGroup  
 

224,130 Direct Filipino 0.00% 

Common 
Ma. Chona Y. Tiu 
First Vice President and Chief Financial 
Officer – Power Distribution Group 

187,250 Direct 
Filipino 

0.00% 

50,000 Indirect 0.00% 

Common 
Susan V. Valdez 
Chief Reputation and Chief Risk 
Management Officer 
Officer 

509,862 Direct Filipino 0.01% 

Common 
Raymond E. Cunningham 
Executive Director - Business 
Development 

141,797 Direct American 0.00% 
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Title of  
Class 

Name of Owner and Position 
No. of Shares and 

Nature of Ownership 
(Direct or Indirect) 

Citizens
hip 

Percentage 
of 

Ownership 

Common 
Thomas J. Sliman, Jr. 
Executive Director – Projects 

47,866 Direct American 0.00% 

Common 
Manuel M. Orig 
First Vice President - Mindanao Affairs 

248,373 Direct Filipino 0.00% 

N/A 
Roger Victor E. Buendia 
First Vice President for Trading and 
Marketing  

0 N/A Filipino 0.00% 

Common 
Alvin S. Arco 
First Vice President for Regulatory 

36,427 Direct Filipino 0.00% 

Common 
M. Jasmine S. Oporto 
Corporate Secretary and Chief 
Compliance Officer 

131,739 Direct Filipino 0.00% 

Common 
Joseph Trillana T. Gonzales 
Assistant Corporate Secretary 

70,088 Direct Filipino 0.00% 

 TOTAL  107,092,286   1.43% 

 

Voting trust holders of 5% or more of common equity and change in control 
 
No person holds more than five percent (5%) of AboitizPower’s common equity under a voting trust or similar 
agreement. 
 
No change in control in the Company has occurred since the beginning of its last fiscal year. 
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 
 
The AboitizPower Group, in their regular conduct of business, have entered into related party transactions 
consisting of professional fees, advances and rental fees. These are made on an arm’s length basis as of the 
time of the transactions. 
 
AboitizPower (Parent) has provided support services to its Business Units such as marketing, trading, billing 
and other technical services necessary for the effective and efficient management and operations among and 
between the Subsidiaries and Associates. 
 
The Group has existing Service Level Agreements (SLA) with its parent company, AEV, for corporate center 
services, such as human resources, internal audit, legal, information technology, treasury and 
corporatefinance, among others. These services are obtained from AEV to enable the Group to realize cost 
synergies and optimize expertise at the corporate center. AEV maintains a pool of highly qualified 
professionals with business expertise specific to the businesses of the Group. Transaction costs are always 
benchmarked on third party rates to ensure competitive pricing and consistency to prevailing industry 
standards. SLAs are in place to ensure quality of service. 
 
Energy fees are billed by the Group to related parties, and the Group also purchased power from associates 
arising from (i) PPA/PSA or ESA and (ii) replacement power contracts. 
 
AboitizPower and certain Subsidiaries and Associates are leasing office spaces from Cebu Praedia 
Development Corporation and Aboitiz Land, Inc. and Subsidiaries. Rental rates are comparable with prevailing 
market prices. 
 
Additional information on related party transactions is found under the section on Transactions with and/or 
Dependence on Related Parties. 
 
No other transaction, without proper disclosure, was undertaken by the Company in which any director or 
executive officer, any nominee for election as director, any beneficial owner (direct or indirect) or any 
memberof his immediate family was involved or had a direct or indirect material interest. 
 
AboitizPower employees are required to promptly disclose any business and family-related transactions 
withthe Company to ensure that potential conflicts of interest are brought to the attention of management. 
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MATTERS AFFECTING LIQUIDITY AND CAPITAL EXPENDITURE 
 
 
As of March 31, 2014, the AboitizPower Group's cash reserves posted a balance of Php34.6 bn after major 
investing and financing activities. The excess cash will be used to fund its programmed capital expenditures for 
the remainder of the year.  
 
In the fourth quarter of 2013, AboitizPower signed a Php24 bn syndicated loan for TSI.  Recently, the Company 
has also signed a term loan for Pagbilao Energy Corporation amounting to Php33 bn from a consortium of 
lender-banks. 
 
Generally, AboitizPower’s funding will be sourced from internally generated cash flows, and also from 
borrowings or available credit facilities from other local and international commercial banks.  
 
Generation Business 
 
Together with its partners, AboitizPower is investing Php80 bn in greenfield and brownfield projects across the 
country in 2014.  This capex program is in line with Company’s thrust to expand its power generation capacity 
by about 2,000 MW over the next five years. 
 
Greenfield and Brownfield developments 

 

 Completion of a 2x150 MW CFB coal-fired power plant in Davao.  

 Completion of a 400 MW (net) Pulverised Coal-Fired Expansion Unit 3 in Pagbilao, Quezon.  

 Completion of a 2 x 150-MW (net) coal-fired power project in Toledo City, Cebu.  

 Completion of the 14 MW Sabangan Hydro Power Plant Project in Mt. Province, in Northern Luzon.  

 Completion of the 68 MW Manolo Fortich Hydropower Plant Project in Bukidnon which is composed 
of the 43 MW Manolo Fortich 1 and 25 MW Manolo Fortich 2.  

 Completion of a 12 MW Tamugan Hydro Power Plant Project in Davao City. 

 Completion 2x300 MW (net) CFB coal-fired power plant in Subic. 

 AboitizPower, together with its subsidiaries and associate company, is also conducting feasibility 
studies for potential Greenfield and Brownfield projects. 

 AboitizPower is actively exploring the viability of developing wind power projects and photovoltaic 
solar projects consistent with the Company’s focus on environmental sustainability and diversified 
power generation technologies, among others.   

 SNAP is continuing its focus on growth through Greenfield development with new opportunities being 
sought and 380 MW of projects undergoing feasibility studies. 

 Hedcor is conducting feasibility studies for potential hydropower projects located in Luzon and 
Mindanao. Based on current findings, Hedcor sees the potential of building plants with capacities 
ranging from 20 MW to 60 MW.  

 
Participation in the Government’s Privatization Program for its Power Assets  
 
AboitizPower continues to closely evaluate the investment viability of the remaining power generation assets 
that PSALM intends to auction off.  
 
The Company is also keen on participating in PSALM’s public auction for the IPP Administrator contracts, which 
involves the transfer of the management and control of total energy output of power plants under contract 
with NPC to the IPP administrators.  
 
 
Distribution Business 
 
AboitizPower remains optimistic that it will realize modest growth on its existing distribution utilities. It 
continually seeks efficiency improvements in its operations to maintain healthy margins.  
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NAMED EXPERTS AND COUNSEL 
 

 

LEGAL MATTERS 
 
All legal opinion/matters in connection with the issuance of the Bonds, which are subject of this Offer, shall be 
passed upon by Picazo, Buyco, Fider, Tan and Santos, for the Issue Manager and Lead Underwriter, and Puyat, 
Jacinto & Santos for the Company. 
 
None of the foregoing legal counsel has any direct or indirect interest in the Company. 
 

INDEPENDENT AUDITORS  
 
SyCipGorresVelayo& Co., independent auditors and a member firm of Ernst & Young Global Limited, audited 
the Aboitiz Equity Venutres, Inc. and Subsidiaries’ consolidated financial statements as at December 31, 2013 
and 2012 and for each of the three years in the period ended December 31, 2013 included in this Preliminary 
Prospectus. 
 

There is no arrangement that experts will receive a direct or indirect interest in the Issuer or was a promoter, 
underwriter, voting trustee, director, officer, or employee of the Issuer. 
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TAXATION 
 
As used in this section, the term “resident alien” refers to an individual whose residence is within the Philippines 
and who is not a citizen thereof; a “non-resident alien” is an individual whose residence is not within the 
Philippines and who is not a citizen of the Philippines.  A non-resident alien who is actually within the 
Philippines for an aggregate period of more than 180 days during any calendar year is considered a “non-
resident alien doing business in the Philippines,” otherwise, such non-resident alien who is actually within the 
Philippines for an aggregate period of 180 days or less during any calendar year is considered a “non-resident 
alien not doing business in the Philippines.”  A “resident foreign corporation” is a non-Philippine corporation 
engaged in trade or business within the Philippines; and a “non-resident foreign corporation” is a non-
Philippine corporation not engaged in trade or business within the Philippines. 
 
TAXATION OF INTEREST 
 
The Tax Code provides that interest-bearing obligations of Philippine residents are Philippine-sourced income 
subject to Philippine income tax.  Interest income derived by Philippine resident individuals from the Bonds is 
thus subject to income tax, which is withheld at source, at the rate of 20%.  Generally, interest on the Bonds 
received by non-resident foreign individuals engaged in trade or business in the Philippines is subject to a 20% 
withholding tax while that received by non-resident foreign individuals not engaged in trade or business is 
taxed at the rate of 25%.  Interest income received by domestic corporations and resident foreign corporations 
is taxed at the rate of 20%. Interest income received by non-resident foreign corporations is subject to a 30% 
final withholding tax. The tax withheld constitutes a final settlement of Philippine income tax liability with 
respect to such interest. 
 
The foregoing rates are subject to further reduction by any applicable tax treaties in force between the 
Philippines and the country of residence of the non-resident Bondholder.  Most tax treaties to which the 
Philippines is a party generally provide for a reduced tax rate of 15% in cases where the interest arises in the 
Philippines and is paid to a resident of the other contracting state. However, most tax treaties also provide 
that reduced withholding tax rates shall not apply if the recipient of the interest, who is a resident of the other 
contracting state, carries on business in the Philippines through a permanent establishment and the holding of 
the relevant interest-bearing instrument is effectively connected with such permanent establishment. 
 
TAX-EXEMPT STATUS 
 
Bondholders who are exempt from or entitled to preferential rates of withholding tax shall, in addition to the 
foregoing, be required to submit the following requirements to the Lead Underwriter (together with their 
Applications) who shall then forward the same to the Registrar, subject to acceptance by the Issuer as being 
sufficient in form and substance: (i) A copy of the tax exemption certificate, ruling or opinion issued by the 
Bureau of Internal Revenue addressed to the Applicant confirming the exemption or entitlement to 
preferential rate, certified true and correct by an authorized officer of the Applicant; (ii) with respect to tax 
treaty relief, a copy of the tax treaty relief application (TTRA) accompanied by the mandatory attachments 
required under prevailing revenue regulations, certified true and correct by an authorized officer of the 
Applicant, including, but not limited to proof to support the applicability of reduced treaty taxes, proof of tax 
domicile issued by the relevant tax authority of the Bondholder and authenticated by the Philippine consul, 
and confirmation from the SEC the relevant entity is not doing business in the Philippines; (iii) a duly notarized 
undertaking, substantially in the same form as Schedule 4 of the Registry and Paying Agency Agreement, 
declaring and warranting its tax exempt status or entitlement to a preferential tax rate, undertaking to 
immediately notify the Issuer of any suspension or revocation of its tax exemption certificate and agreeing to 
indemnify and hold the Issuer and the Registrar and Paying Agent free and harmless against any claims, 
actions, suits, and liabilities resulting from the non-withholding of the required tax; and (iv) such other 
documentary requirements as may be required under the applicable regulations of the relevant taxing or other 
authorities or by the Issuer in accordance with its internal policies 
 
Bondholders may transfer their Bonds at anytime, regardless of tax status of the transferor vis-à-vis the 
transferee. Should a transfer between Bondholders of different tax status occur on a day which is not an 
Interest Payment Date, tax exempt entities trading with non-tax exempt entities shall be treated as non-tax 
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exempt entities for the interest period within which such transfer occurred. Transfers taking place in the 
Register of Bondholders after the Bonds are listed on PDEx shall be allowed between non tax exempt and tax-
exempt entities without restriction and observing the tax exemption of tax exempt entities, if and/or when so 
allowed under and in accordance with the relevant rules, conventions and guidelines of PDEx and PDTC.  
 
VALUE-ADDED TAX 
 
Gross receipts arising from the sale of the Bonds in the Philippines by Philippine-registered dealers in securities 
and lending investors shall be subject to a 12% value-added tax.  The term “gross receipt” means gross selling 
price less cost of the securities sold. 
 
GROSS RECEIPTS TAX 
 
Bank and non-bank financial intermediaries are subject to gross receipts tax on gross receipts derived from 
sources within the Philippines in accordance with the following schedule: 
 
On interest, commissions and discounts from lending activities as well as income from financial leasing, on the 
basis of remaining maturities of instruments from which such receipts are derived:  
 
Maturity period is five years or less   5% 
Maturity period is more than five years   1% 
 
In case the maturity period referred above is shortened through pre-termination, then the maturity period 
shall be reckoned to end as of the date of pre-termination for purposes of classifying the transaction and the 
correct rate shall be applied accordingly. 
 
Net trading gains realized within the taxable year on the sale or disposition of the Bonds shall be taxed at 7%. 
 
DOCUMENTARY STAMP TAX 
 
A documentary stamp tax is imposed upon the issuance of debentures and certificates of indebtedness issued 
by Philippine companies, such as the Bonds, at the rate of Php1.00 for each Php200, or fractional part thereof, 
of the offer price of such debt instruments; provided that, for debt instruments with terms of less than one 
year, the documentary stamp tax to be collected shall be of a proportional amount in accordance with the 
ratio of its term in number of days to 365 days. 
 
The documentary stamp tax is collectible wherever the document is made, signed, issued, accepted, or 
transferred, when the obligation or right arises from Philippine sources, or the property is situated in the 
Philippines.  Any applicable documentary stamp taxes on the original issue shall be paid by the Issuer for its 
own account. 
 
No documentary stamp tax is imposed on the subsequent sale or disposition of the Bonds. 
 
TAXATION ON SALE OR OTHER DISPOSITION OF THE BONDS 
 
Income Tax  
 
A Bondholder will recognize gain or loss upon the sale or other disposition (including a redemption at 
maturity) of the Bonds in an amount equal to the difference between the amount realized from such 
disposition and such Bondholder’s cost basis in the Bonds. Such gain or loss is likely to be deemed a capital 
gain or loss assuming that the holder has held Bonds as capital assets.   
 
Under the Tax Code, any gain realized from the sale, exchange or retirement of securities, debentures and 
other certificates of indebtedness with an original maturity date of more than five years (as measured from 
the date of issuance of such securities, debentures or other certificates of indebtedness) shall not be subject to 
income tax. 
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Therefore, any gains realized by a holder on the trading of Bonds shall be exempt from income tax. 
 
In case of an individual taxpayer, only 50% of the capital gain or loss is recognized upon the sale or exchange of 
a capital asset if it has been held for more than 12 months.   
 
Any gains realized by non-residents on the sale of the Bonds may be exempt from Philippine income tax under 
an applicable tax treaty or if they are sold outside the Philippines. 
 
Estate and Donor’s Tax 
 
The transfer by a deceased person, whether a Philippine resident or non-Philippine resident, to his heirs of the 
Bonds shall be subject to an estate tax which is levied on the net estate of the deceased at progressive rates 
ranging from 5% to 20%, if the net estate is over Php200,000.  A Bondholder shall be subject to donor’s tax on 
the transfer of the Bonds by gift at either (i) 30%, where the donee or beneficiary is a stranger, or (ii) at 
progressive rates ranging from 2% to 15% if the net gifts made during the calendar year exceed Php100,000 
and where the donee or beneficiary is other than a stranger.  For this purpose, a “stranger” is a person who is 
not a: (a) brother, sister (whether by whole or half-blood), spouse, ancestor and lineal descendant; or (b) 
relative by consanguinity in the collateral line within the fourth degree of relationship. 
 
The estate tax and the donor’s tax, in respect of the Bonds, shall not be collected (a) if the deceased, at the 
time of death, or the donor, at the time of the donation, was a citizen and resident of a foreign country which, 
at the time of his death or donation, did not impose a transfer tax of any character in respect of intangible 
personal property of citizens of the Philippines not residing in that foreign country; or (b) if the laws of the 
foreign country of which the deceased or donor was a citizen and resident, at the time of his death or 
donation, allows a similar exemption from transfer or death taxes of every character or description in respect 
of intangible personal property owned by citizens of the Philippines not residing in the foreign country. 
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THE PHILIPPINE POWER INDUSTRY 
 

THE PHILIPPINE ECONOMY 
 
Highlights 
 
The Philippine economy is leading in terms of growth in South East Asia. It continued to flourish even in the 
face of adversity as it remained steadfast when it overcame the massive earthquake that hit Bohol and braved 
the super typhoon Yolanda.  
 
The Philippines, being one of the most dynamic and rapidly improving economies in the region, advanced six 
positions in the Global Competitive Index (GCI);

11
 from being 65

th
in 2012 to ranking 59

th
 out of the 148 

countries in 2013. The country’s performance across all twelve pillars was better with a note-worthy 
improvement on “institutions,” which strongly manifests the government's efforts in battling corruption, 
advancing the country from ranking 135th in 2010 to 87th in 2013.

12
 

 
The country also received its first investment grade credit rating from the major rating agencies such as Fitch, 
Standard and Poor, and Moody’s in 2013 and is now geared towards becoming a significant player in the global 
economy.

13
 

 
Growth Rates 
 
The Philippines had a stellar economic performance in 2013. The country’s annual Gross Domestic Product 
(GDP) grew 7.2%, higher than the 6.8% registered in 2012. The Gross National Income (GNI) grew by 7.5% in 
2013, recorded as the highest since the 8.5% recorded in 2003. Furthermore, with the robust economic growth 
in 2013, per capita GDP increased by 5.4% from 5.0% in the previous year and per capita GNI increased by 
5.8% from the 4.7% of 2012.

14
 

 
Growth was driven mainly by both the industry and services sector which had growth rates of 9.5% and 7.1% 
respectively.

15
  Sec. Arsenio Balicasan, director-general of NEDA, acknowledged that it could have been better 

however, the economy remained strong despite the damage brought about by the natural disasters that hit 
the country.

16
  Even if agriculture slowed down its growth rate to 1.1% for 2013, GDP growth rate still 

outperformed all forecasts set for 2013.
17

 
 
The country's industry sector grew from 6.8% to 9.5%; with manufacturing being the largest contributor as it 
almost doubled its growth rate from 5.4% in 2012 to 10.5% last year. The services sector continued to 
contribute a huge chunk of the pie and accounted for 3.6 percentage points of the 7.2%.

18
  The subsectors that 

influenced the production side are led by trade and real estate, renting and business activities, business 
services (business process outsourcing) and retailing.  
 
The deceleration of private consumption (from 6.6% in 2012 to 5.6% in 2013) and government spending (from 
12.2% to 8.6% in 2013) did not negate the GDP as this was offset by substantial remittance inflows and a 
robust growth in fixed capital formation (i.e. construction, durable equipment) which had an increase of a -
3.2% from 2012 to 18.2% in 2013.

19 

 
The rapid growth of the country’s GDP did not however translate to strong growth in jobs.

20
 Government data 

shows that nearly three mn people are unemployed, seven mn are underemployed; and reflected only a 
miniscule improvement in the poverty rate from 26.3% in 2009 to 25.2% in 2012. The government is 
continuously implementing efforts in pursuit of more inclusive growth in order to reduce poverty and 
unemployment rates by 2016. 
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Outlook
21 

 
The country ranked as the third rapidly growing economy in Asia, next to China and Malaysia; it garnered an 
average of 6% quarterly GDP growth rate during Aquino's regime. The Philippine government currently 
forecasts growth of 6.5% to 7.5% in 2014, 7% to 8% in 2015 and 7.5% to 8.5% in 2016.  
 
The Asian Development Bank (ADB) noted positive signs for continuous growth in investments. Business 
confidence has been strengthened by the achievement garnered from sovereign credit ratings and global 
competitive indices. These aggregated with household consumption, fixed capital formation, and a controlled 
inflation rate will buoy up the demand side.  
 
Manufacturing and construction will continue to drive the supply side as the government is expected to 
undertake more infrastructure projects in the last few years of Aquino's term. The infrastructure spending is 
targeted to increase by 5% of the GDP by 2016.

22
  The ADB also has noted that the growth for services which 

accounted for more than half of 2013 will by driven by the expansion of the BPO sector.  
 
The key challenge is to make this growth inclusive rather than elusive. The task is to translate growth rates into 
higher employment rates and to significantly drive down poverty.

23
 

 
The Philippine Development Plan 2011-2016 
 
The 2011-2016 Philippine Development Plan (PDP) is a sixteen-point social contract to the Filipino people. This 
is the government's blueprint that defines the initiatives that will put the platform into an achievable target 
within Aquino's term.  A part of the PDP 2011-2016 cites the need for a massive investment in physical 
infrastructure where the development of the energy industry is concerned. The energy sector contributes to 
the PDP's goals of promoting inclusive growth and poverty reduction.  To wit, Executive Order 43 Section 8 
s.2011 states that the economic development cluster shall focus on the promotion of rapid, inclusive and 
sustained economic growth by ensuring the reliability of vital infrastructure and technologies that facilitate the 
movement of people's goods, services, and information; and energy that will fuel the economy.

24
 The targets 

in place for the year 2016 for the energy sector are the following:
25 

 

(1) Power Supply: Increase percentage of households provided with electric power supply. 
 

 Electric Cooperatives (ECs) from 74.85% in 2010 to 83.65% in 2016. 

 Private Investor-Owned Utilities (PIOUs) from 98.45% in 2010 to 98.88% in 2016. 
 
The energy sector contributes to the PDP's goals and provides a platform for promoting inclusive growth and 
poverty reduction. In fact, The Aquino administration, through the DOE and the National Electrification Agency 
(NEA), continues to connect new communities to the grid under the rural electrification program. These 
electrification services are seen to spur the socio-economic growth of the marginalized sectors. It is envisioned 
that 100% of sitios and 90% of the households will have access to electricity by 2015 and 2017 respectively.

26
 

The table below shows the national government’s plans for 2014: 
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Rural Electrification Programs
27

 
a segment of the budget ng bayan, from DBM 

Household Electrification Program (DOE) 5,937 households Php 139 mn 
Sitio Electrification Program (NEA) 7,073 sitios Php 5.2 bn 
Barangay Line Enhancement Program (NEA) 301 barangays Php 753mn 
Pamana Sitio Electrification Program and the Barangay Line 
Enhancement Program (NEA) 

27 sitios/barangays Php 58 mn 

Small Power Utilities Group (NPC) 340 plants Php 2 bn 
Exploration, Development and Utilization of Renewable Energy 
Resources (DOE) 

 Php 79 mn 

 
(2) Power Supply: Decreased losses in transmission and distribution 
(3) Energy Self-Sufficiency: Increase self-sufficiency level from 59.61% in 2010 to 60.30% by 2016. 
(4) Energy Efficiency and Conservation: Increased savings through the reduction in electricity and fuel 

consumption from 2,652 Kilo Ton of Equivalent (KTOE) in 2010 to 2.654 KTOE in 2016. 
 

Accelerating Infrastructure Development
28

 
a segment of the Philippine Development Plan, NEDA 2011-2016 

Power Supply 2010  2011 2012  2016   Data Source 
Agency 

Percentage of households provided with electric power supply 

Electric Cooperatives 74.90  76.10 78.80  88.0 /a  NEA 

Private Investor 
Owned Utilities 

96.70 /a 96.90  /b 98.90   DOE 

Percentage Loss in Transmission 

 3.00 /a 2.90 2.70 
Decreasing 

  /b  NGCP 

Percentage Loss in Distribution 

DOE 11.5 /a 11.00 Decreasing /b  /b  DOE 

Meralco 7.90  7.40 7.00 
Decreasing 

  /b  MERALCO 

NEA 12.30 /a 11.90 11.70  8.50 /a  NEA 

Energy Self-Sufficiency Level (in percent) 

 58.5 /a 59.60 56.40  60.30   DOE 

Savings from Electricity and Fuel Consumption Reduction (in kiloton oil equivalent, KTOE) 

 3,700 /a 4,100.00 4,790.00  2,654.00   DOE 

a/ Revised data provided by the concerned data source agency as in the StatDev 2011 release.  
b/ No data provided in the PDP-RM or by the concerned data source agency 

 
The country urgently needs to make up its massive infrastructure backlog; as of the end-of January 2013 the 
expenditures for infrastructures and other capital outlay surged to Php23.8 bn. The Secretary of the 
Department of Budget and Management associates the spike on expenditures to the disbursements related to 
the rehabilitation efforts of the calamity-affected areas last year.

29
 However, the country needs to hasten 

other infrastructure projects that are due for 2016. The provision of fundamental infrastructure and the 
expansion of logistics chains combined with a change in the governance regime, coupled with the country's 
receipt of an investment grade credit rating from Fitch, will inevitably attract a strong response across all 
classes of entrepreneurs and investors.

30
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THE PHILIPPINE POWER SECTOR 
 
History of the Philippine Power Sector

31
 

 
Since time immemorial, NPC has been the vanguard of the power industry, it was established to construct, 
operate and maintain the facilities required for the generation of electricity. This was officially recognized 
under Presidential Decree No. 40 issued on November 7, 1972 which authorized NPC to "own and operate as a 
single integrated system all generating facilities supplying electric power to the entire area embraced by any 
grid set up by NPC."

32
 

 
Over the years of its existence, NPC accumulated debt and therefore lacked the financial capability to operate 
efficiently.

33
The issuance of Executive Order no. 215 in 1987, by President Corazon Aquino, opened the 

generation sector to private investors or independent power producers (IPPs). Republic Act 6957, or the Build-
Operate-Transfer (BOT) Law is an Act authorising the financing, construction, operation and maintenance of 
infrastructure projects by the private sector. The objective of the act was to minimize the burden of 
infrastructure projects on the national budget as well as to mitigate external borrowing. 
 

The end goal of restructuring the power industry is to promote efficiency, providing a reliable and reasonably 
priced electricity: driven by competition, while giving the consumers the power of choice. This necessitates 
changing the overall structure which entails the transition of the once monopolistic industry into a competitive 
market; unbundling the major sectors such as generation, transmission and distribution as well as introducing 
the newest addition, the supply sector.  
 
Restructuring the Power Market: Electric Power Industry Reform Act (EPIRA)

34
            

 
On June 8, 2001 President Gloria Macapagal Arroyo signed and implemented Republic Act No. 9136: the 
Electric Power Industry Reform Act, commonly known as EPIRA. This defined and restructured the electric 
power industry facilitating the privatization of NPC assets, both generation and transmission, and the 
transition to a desired competitive market. The objectives of EPIRA are as follows:  

 

 To ensure and accelerate the total electrification of the country; 

 To ensure the quality, reliability, security and affordability of the supply of electric power. 

 To ensure transparent and reasonable prices of electricity in a regime of free and fair competition and 
full public accountability to achieve greater operational and economic efficiency and enhance the 
competitiveness of Philippine products in the global market; 

 To enhance the inflow of private capital and broaden the ownership base of the power generation, 
transmission and distribution sectors; 

 To ensure fair and non-discriminatory treatment of public and private sector entities in the process of 
restructuring the electric power industry; 

 To protect the public interest as it is affected by the rates and services of electric utilities and other 
providers of electric power; 

 To assure socially and environmentally compatible energy sources and infrastructure; 

 To promote the utilization of indigenous and new and renewable energy resources in power 
generation in order to reduce dependence on imported energy; 

 To provide for an orderly and transparent privatization of the assets and liabilities of NPC; 

 To establish a strong and purely independent regulatory body and system to ensure consumer 
protection and enhance the competitive operation of the electricity market; and 

 To encourage the efficient use of energy and other modalities of demand side management. 
 

In this light, the DOE together with the other participants promulgated the law's Implementing Rules and 
Regulations policy on February 27, 2002. The policy governs the relations between, and respective 
responsibilities of, the different electric power industry participants as well as the particular governmental 
authorities involved in implementing the structural reforms in the industry, namely, the DOE, NPC, the NEA, 
ERC and PSALM.  
 
Privatization of NPC Assets

35
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In line with the government's policy to promote competition within the generation sector, and additionally, to 
minimize the debt of NPC, the EPIRA mandated the privatization of all generation assets of the NPC. It was in 
accordance to this act that PSALM was created; and PSALM’s primary objectives for privatization are: 
 

 Total electrification of the country  

 Reliable, secure and affordable power supply 

 Transparent and reasonable electricity prices 

 Inflow of private capital 

 Broader ownership base 

 Fair and non-discriminatory treatment of public and private sector entities 

 Protection of public interest as it is affected by rates and services of electric utilities 

 Socially and environmentally compatible energy sources and infrastructure 

 Utilization of indigenous and new and renewable energy resources  

 Orderly and transparent privatization of the assets and liabilities of NPC 

 Competitive operation of the electricity market and consumer protection 

 Efficient use of energy and other modalities of demand side management 
 
Beginning early 2004, PSALM has been conducting public bidding for the generation facilities; and as of the 
creating of this Preliminary Prospectus, PSALM was able to privatize 4,320.33 MW of generating capacity of 
the Luzon-Visayas-Mindanao grids.

36
 

 
As of the making of this Preliminary Prospectus, there is an ongoing privatization initiative for the 153.1MW 
power plant inin Colon, Naga City in the Province of Cebu. AboitizPower was informed by its wholly-owned 
subsidiary, TPVI that it submitted the highest bid for the privatization of the Naga Power Plant. Under the 
terms of its agreement with NPC and the PSALM, Salcon Power Corporation has the right to topthe bid of TPVI.  
AboitizPower is still waiting for the formal announcement of PSALM regarding the winner for this bid. 
 
In addition to the strengthening of the BOT Law, the Electric Power Crisis Act of 1993 gave the president the 
power to "enter into negotiated contracts for the construction, repair, rehabilitation, improvement or 
maintenance of power plants, projects and facilities and to reorganize NPC.

37
 The IPPs, through BOT contracts, 

generate electricity under a purchase power agreement with the government-owned NPC.  Itemized on the 
table below is the contracted capacities sold as of the date of this Preliminary Prospectus:

38
 

 

Contracted Capacities Sold
39 

   Power Plant Contracted 
Capacity (MW) 

Location Winning Bidder 

Pagbilao Coal-Fired Power Plant 700  Quezon Province Therma Luzon Inc. 

Sual Coal-Fired Power Plant 1,000  Pangasinan San Miguel Energy 
Corporation 

San Roque Multipurpose Hydro 345  Pangasinan Strategic Power Devt. Corp. 

Bakun-Benguet hydro plants 100.75  Benguet, Ilocos Sur Amlan Power Holdings 
Corporation 

Ilijan Combined Cycle Power Plant 1,200 Batangas San Miguel Corporation 

 
The DOE sets policy directions for the energy industry, while the NEA provides financial and technical 
assistance to electric cooperatives. In accordance with its mandate to supervise the restructuring of the 
electric power industry, the DOE exercises, among others, the following functions:

40
 

 

 Prepare and update annually the Philippine Energy Plan and the Philippine Power Development 
Program, and thereafter, integrate the latter into the former; 

 Ensure the reliability, quality and security of supply of  electric power; 

 Exercise supervision and control over all government activities pertaining to energy projects; 
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 Encourage private investments in the electricity sector and promote the development of indigenous 
and renewable energy sources for power generation; 

 Facilitate reforms in the structure and operations of distribution utilities for greater efficiency and 
lower costs; 

 Promote incentives to encourage industry participants, including new generating companies and end-
users, to provide adequate and reliable electric supply; 

 Educate the public (in coordination with NPC, ERC, NEA and the Philippine Information Agency) on the 
restructuring of the industry and the privatization of NPC assets; and to establish the WESM in 
cooperation with electric power industry participants, and to formulate rules governing its 
operations. 
 

Wholesale Electricity Spot Market 
 
During the course of the government's pursuit in creating a transparent and competitive market, by virtue of 
section 30 of the EPIRA, the DOE formally created the PEMC on November 18, 2003. It was incorporated as a 
non-stock, non-profit corporation with membership comprising of an equitable representation of the electric 
power industry participants. The PEMC was tasked to undertake the preparatory work for the establishment of 
the WESM; and is to undertake the role of a market operator. 
 
WESM is a real-time energy market where generators can sell power and compete for a share of a "gross-
pooled" electricity in order to be scheduled and dispatched to meet the hourly electricity demand. It is a 
clearing house that has a mechanism of identifying and setting the price of actual variations from the 
quantities transacted under contracts between sellers and purchasers of electricity. Luzon's WESM 
Commercial operations began June 26, 2006, five years after EPIRA's effective date, and was integrated with 
Visayas WESM in December 26, 2010. 
 
WESM operates as a single Luzon-Visayas market, which is made possible through the Leyte-Luzon High 
Voltage Direct Current (HVDC) link. 
 
The IMEM, in which commercial operations began November 26, 2013, is a day-ahead market that will only 
cater to the supply deficiencies of the grid; hence, transactions in the IMEM will only be undertaken during 
supply shortfall.

24
It will eventually be integrated into the WESM market when the supply condition of 

Mindanao improves. Generators with uncontracted capacities as well as distribution utilities and large 
consumers with embedded generators may nominate/bid their available capacities in IMEM for dispatch at an 
approved bid price. It also draws out voluntary load customers who are willing to curtail their load through a 
price determination and cost recovery methodology approved by the ERC.

41
 

 
The rules of the market were formulated by the DOE; Section 30, RA 9136 states that the rules shall provide 
procedures for the following: 

 

 Establishing the merit order dispatch instructions for each time period 

 Determining the market clearing price for each time period;  

 Administering the market  

 Prescribing guidelines for the market operation in system emergencies and  

 Amending the rules. 
 
In cases of national and international security emergencies or natural calamities, the ERC or the President 
himself is empowered to suspend the operation of the WESM and IMEM or declare a WESM or IMEM failure. 
The cost of administering and operating the WESM shall be covered by the market operator through a charge 
imposed to all market members. 
 
Of the many changes initiated by the EPIRA, of primary importance is the reorganization of the electric power 
industry by unbundling the industry into four independent sectors: generation, transmission, supply and 
distribution. WESM is a mandatory market and thus all generating companies, distribution utilities, suppliers, 
bulk consumers/end users and other similar entities authorised by the ERC shall be eligible to become 
members. 
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ELECTRICITY MARKET SECTORS 
 
Generation 
 
Under the previous power industry structure, NPC, a state-owned corporation, generates its own electricity 
and buys electricity from IPPs. Generation, unlike the transmission and distribution is not a natural monopoly 
and hence can be undertaken by more than one entity; however, as per recent ERC resolution, no generation 
company is allowed to own more than 30% of the installed generating capacity of a grid and/or 25% of the 
total nationwide installed generating capacity as per EPIRA.

42
 

 

Market Share Limits as per RA 9136
43

 

Grid Installed Generating Capacity 
(KW) 

%Market Share 
Limitation as per RA 

9136 

Installed Generating 
Capacity Limit (Kw) 

Luzon 12,041,417.28 30% 3,612,425.18 
Visayas 1,827,292.00 30% 548,187.60 

Mindanao 1,963,639.00 30% 589,091.70 

TOTAL 15,832,348.28 25% 3,958,087.07 

 
Energy Sector Performance

44
 

 
Installed and Dependable Capacities 
 
Dependable capacity, as DOE defines it, refers to the maximum capacity a power plant can sustain over a 
specified period adjusted according to seasonal limitations less the capacity required for station use and 
auxiliaries. As of DOE's 2012 data, the Philippines has a total installed generating capacity of 17,025 MW, 
having a growth rate of 5.3 percent from 16,162 MW in 2011; and has a dependable capacity of 88 percent or 
15,066 MW of the 17,025 MW installed.  

 
Coal-fired plants, predominantly located in the Luzon grid, remain the largest contributor in terms of installed 
capacity comprising 33% of the mix or 5,568 MW; and a dependable capacity of 5,206 MW or 93% of the time. 
Hydroelectric power plants being the second largest supplier, and the primary source of electricity for the 
Mindanao grid, accounted for 3,521 MW or 21% of the total installed capacity. Oil-based plants came in third 
and comprises 18% or 3,074 MW, and natural gas fired power plants sits fourth at 17% amounting to 2,862 
MW of installed capacity. Geothermal and new renewable energy fills in the remaining 12% contributing 1,848 
and 153 MW respectively.  
 

2012 Installed and Dependable Capacity by Major Island Group
46

 

2012 Installed and Dependable Capacity by Energy Resource
45

 

FUEL TYPE Installed Capacity (MW) Dependable Capacity (MW) 

Coal 5,568 5,206 

Oil Based 3,074 2,561 

Natural Gas 2,862 2,760 

Geothermal 1,848 1,462 

Hydro 3,521 2,983 

Wind 33 17 

Biomass 1 0 

Solar 119 76 

TOTAL 17,025 15,066 
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GRID Capacity (MW) Percent Share (%) 

 Installed Dependable Installed Dependable 

Luzon 12,528 11,349 73.58 75.32 

Visayas 2,448 2,103 14.38 13.96 

Mindanao 2,049 1,614 12.04 10.72 

TOTAL 17,025 15,066   

 
The Luzon grid makes up 74% of the total installed capacity of 12,528 MW, and a dependable capacity of 
11,349 MW. Luzon grew its installed capacity by 7% from 2011, and this is due to the 651.6 MW commercial 
operation of GN Power. This commercial operation also caused the 17% growth rate of coal-fired power 
plants. The Visayas stood having 2,448 MW of installed capacity, having only a 2.3% increase from 2011; a 
dependable capacity of 3.3% growth rate from 2,036 MW to 2,103.3 in 2012. Power supply in Mindanao is still 
a major challenge as there is no additional capacity coming in. There was only a 27 MW increase from 2011 
garnering 2,049.3 MW for 2012 and is attributable to the commercial operations of the 3.2 MW King Energy 
oil-based plant, 9.2 MW Cabulig Hydroelectric Power Plant and the expansion of the Crystal Sugar plant from 
21 to 35.9 MW.  
 
Gross Power Generation 
 

Power Generation 2012: Grid Total in GWh
47

 

Luzon 52,312 

Visayas 11,483 

Mindanao 9,127 

Total 72,922 

 
Gross power generation increased from 69,176 MW in 2011 by 5% to 72,922,011 MW in 2012; the grid's 
power generation has been increasing at an average of 5.71% since 1992. Coal as the highest among the 
generation mix constituting 39%, or 28,265 GWh of the total.  The Visayas grid had a 10% increase in grid 
generation due to the 610 MW additional coal-fired plants to the grid; while Luzon and Mindanao, posted a 5% 
increase in generation. 
 
Transmission

48
 

 
NGCP is a private corporation, awarded with a concession contract January 15, 2009, to operate, manage and 
maintain the Philippine transmission system under Republic Act 9511.The term of the franchise shall be for 50 
years however, the concession contract period will be only for twenty-five years and would be subject to 
review and renewal for a maximum period of another 25 years. NGCP is the sole transmission network service 
provider, system operator and wholesale metering services provider of the electricity market. The obligations 
of NGCP are as follows:  
 

 System Operations (SO): managing the national power grid, dispatching generation and managing the 
system, including the arrangement for ancillary services;  

o From generator connection points to distribution network connection points and  thedirect 
connection points of a number of large end-users; and 

o Between the three major regions of the Philippines, namely: Luzon, the Visayas and 
Mindanao, thereby improving reliability and providing adequate transmission capacity. 

 

 Network Reliability: providing the appropriate levels of network reliability in accordance the reliability 
requirements set forth in the Philippine Grid Code, (the “Grid Code”); 

 Connection service: NGCP’s obligations, primarily to customers and prospective customers (e.g. 
generators, distributors and large end users) to provide effective, timely and efficient connection 
services, including metering and relevant services; 

 Safety: NGCP’s obligations, primarily to its stakeholders (e.g. staff, other electricity industry 
employees and the community) to deliver its services with appropriate priority given to human safety; 
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 Environmental: NGCP’s obligations, primarily to its stakeholders (e.g. the community and 
government) to deliver services in an environmentally responsible manner; and 

 Wholesale Electricity Spot Market (WESM): NGCP’s obligations in relation to the operation and 
development of the electricity market, by way of the provision of efficient and effective transmission 
services. 
 

The Grid
49

 
 
The bulk of the generator sources in Luzon are located in its northern and southern parts, while the load 
center, accounts a little over half of the total Luzon demand, is located at Metro Manila. The backbone of the 
system is a network comprised of 500 KV Extra High Voltage, 230 KV and 115 KV lines. South Luzon's power 
contribution to the load center accounts for 60-70% of the total Luzon generation. Luzon is connected with the 
Visayas grid through the 21.29 km, 350-KV high voltage direct current submarine line.  
 
The Visayas transmission system is divided into five different sub-system/sub-grids: Panay, Negros, Cebu, 
Bohol and Leyte, and Samar. It is a combination of 230 KV and 138 KV, approximately 895 km, transmission 
lines, and submarine cables capable of sharing excess generation between islands.  
 
Mindanao transmission system is composed of six districts with the bulk of the generation found on the 
northern part and the load centers are on the southeast and southwest. Electricity is transmitted through 138 
KV transmission lines and 69 KV lines. In the region, there is still a significant number of sub-transmission lines 
that are not yet divested to distribution utilities and are thus operated by NGCP.  
 
With this, the transmission backbone must have the capability to disseminate bulk power from the generator 
sources to the load centers. The growing demand necessitates the expansion and building of new substations. 
The construction of power plants near the load centers would be ideal however improbable due to the 
congested areas in highly urbanized regions. Currently, NGCP faces a big challenge in addressing transmission 
congestion primarily due to acquiring right-of-way for the new overhead transmission lines and space 
constraints in existing substations. The provision of N-1 contingency is also gradually implemented.  
 
NGCP is also responsible to enhance system reliability by preventing the occurrences of forced outages. This 
would require a close monitoring of the assets' economic life, and frequent tests to be performed, and 
procurement of spare parts. This would also require the grid to be resilient as the country is located in a 
calamity prone area, hence the PIS targets set forth by ERC, the following activities have to be implemented: 

 

 

 Substation Secondary Devices Upgrading  

 Replacement of Defective High Voltage Equipment, Line Materials And Hardware  

 Acquisition of Spares of High Voltage Equipment, Line Materials And Hardware  

 Acquisition of Heavy Equipment, Vehicles ,Test Instruments, and Linemen Tools  

 Slope Protection of Transmission Line Structure  

 Construction of District Command Centers  

 Implementation of Projects to Control and Mitigate the Effects of Fire and Flood  

 Implementation of Various Environment Preservation and Protection Projects  
 
NGCP also acts by default as the Metering Service Provider for the WESM. In line with this, NGCP has 
undertaken the following projects:  
 

 Upgrading of the metering facilities of delivery points from the Luzon, Visayas, and Mindanao Grids to 
Distribution Utilities and other Load Customers to make these metering facilities “WESM-ready”. 

 Putting up the “WESM-ready” revenue metering facilities for the injection points of NPC’s power 
plants into the Grids. 

 Upgrading for WESM-readiness the metering facilities that measure the energy injected by the IPP’s 
into the Grids. 

 Installation and operation of an Automated Meter Data Retrieval (AMR) System to satisfy the 
requirement of the WESM for daily delivery of Load Profile-type of meter data from all metering 
facilities that are required for the settlement of energy in the WESM. 
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Distribution 
 
Distribution of electricity at its usable voltage to end-consumers is performed by investor-owned electric 
utilities, a few local government-owned utilities and more than 100 electric cooperatives which sell to 
households as well as commercial and industrial enterprises located within their franchise areas. These 
investor-owned electric utilities are notably the Meralco in the Greater Manila Area, VECO in Cebu and Davao 
Light in Davao.  
 
Role of ERC
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Transmission and distribution sectors exhibit naturally monopolistic characteristics and are thus heavily 
regulated by the ERC. The ERC replaced the former ERB, and plays a critical role in the restructured industry 
environment, consisting of, among others, promoting competition, encouraging market development, 
ensuring consumer choice and penalizing abuse of market power by industry participants. Among the primary 
powers and functions of the ERC are:

51
 

 

 To determine, fix and approve, after conducting public hearings, transmission and distribution 
wheeling charges, and retail rates, and to fix and regulate the rates and charges to be imposed by 
distribution utilities and their captive End-users, including self-generating entities; 

 To grant, revoke, review or modify the COCs required of generation companies and the licenses 
required of suppliers of electricity in the Contestable Market; 

 To enforce a Grid Code and a Distribution Code, which shall include performance standards, the 
minimum financial capability standards, and other terms and conditions for access to and use of 
transmission and distribution facilities; 

 To enforce the rules and regulations governing the operations of the WESM and the activities of the 
WESM operator to ensure a greater supply and rational pricing of electricity; 

 To ensure that the electric power industry participants and NPC functionally and structurally 
unbundle their respective business activities and rates and to determine the levels of cross-subsidies 
in the existing retail rates until the same is removed in accordance with the different sectors; 

 To set a lifeline rate for marginalized end-users; 

 To promulgate rules and regulations prescribing the qualifications of suppliers which shall include, 
among others, their technical and financial capability and creditworthiness; 

 To determine the electricity end-users comprising the Contestable and Captive Markets; 

 To fix user fees to be charged by Transco for ancillary services to all electric power industry 
participants or self-generating entities connected to the Grid; 

 To monitor and adopt measures to discourage/penalize abuse of market power, cartelization and any 
anti-competitive or discriminatory behaviour by any electric power industry participant; 

 To review and approve the terms and conditions of service of Transco or any distribution utility or any 
changes therein; 

 Perform such other regulatory functions as are appropriate and necessary in order to ensure the 
successful restructuring and modernization of the electric power industry; 

 To have the original and exclusive jurisdiction over all cases contesting rates, fees, fines and penalties 
imposed in the exercise of its powers, functions and responsibilities and over all cases involving 
disputes between and among participants or players in the energy sector relating to the foregoing 
powers, functions and responsibilities. 

 
Supply Sector 
 
Restructuring will allow for the separation of the distribution and supply business of the cooperatives. The 
distribution business will still be regulated while the supply will be deregulated and thus, will be competitive. 
With the introduction of open access in the distribution sector, the end consumer will have a choice as to 
where to source their electricity.

52
 

 
The seventh anniversary of WESM, June 26, 2013, marked the beginning of the RCOA.Traditionally, distribution 
utilities source energy in behalf of its customers; but with RCOA, contestable customers, or those whose 
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electric consumption exceeds one (1) MW and up for twelve (12) months have the choice to procure power 
through a RES or Local Retail Electricity Supplier (LRES). RES is an entity approved by ERC to sell, broker, 
market or aggregate electricity to contestable customers while LRES refers to the non-regulated business 
segment of the distribution utility authorised by ERC to supply electricity to contestable customers within its 
area.

53
 If the customer does not signify its intent to exercise either options it will be served by the Supplier of 

Last Resort (SOLR); the SOLR is the entity designated by the ERC in the event that a customer is unable or 
unwilling to secure supply from the power market.
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POWER OUTLOOK IN THE PHILIPPINES 
 
Fitch raised the country's rating to BBB- in March 2014 followed by Standard and Poor's rating in May 2013, 
and Moody's Baa3 in October 2013.

55
In line with this, the government will concentrate its efforts on the 

completion of committed power projects as well as attract local and foreign investors to venture into 
indicative and potential power projects.

56
To ensure that the supply can keep up with the growing demand DOE 

and NGCP prepared an intensive development plan to put a platform in place for a long term reliable power 
system, improvement on transmission highways, distribution facilities, and attainment of nationwide 
electrification.
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Luzon 
 
The private sector's response in putting up required supply to meet the increasing demand is not the same 
across all regions. In Luzon, the base load power plants which had a total installed capacity of at least 2,300 
MW were commissioned 2002-2003 and were only followedin 2013 by the 652 MW GN Power.

58
 Luzon's 

power demand had posted an average annual compounded growth rate of 3.29% and is expected to hit its 
critical level come 2016, which emphasizes the need for more investments.
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Luzon Committed Projects, , in MW
60

 

PLANT TYPE 2013 2014 2015 2016 2017 2018 2019 2020 TOTAL 

COAL  285 285 82     652 

NATURAL GAS  300 200 200     700 

GEOTHERMAL 20        20 

HYDRO   10 10     20 

WIND  254       254 

BIOMASS  20 61 18     99 

*Sourced from DOE, Please see appendix for Details
61 

Luzon Indicative Projects, , in MW
62

 

PLANT TYPE 2013 2014 2015 2016 2017 2018 2019 2020 TOTAL 

COAL    1,240 1,400 1,620  300 4,560 

NATURAL GAS   450  1,615 2,950   5,015 

OIL-BASED    150     150 

GEOTHERMAL      40 80  120 

HYDRO   8 26 11 9   54 

SOLAR  20  30     50 

WIND  63 45  120    228 

BIOMASS   9      9 

*Sourced from DOE, Please see appendix for Details 
 
Luzon Power Outlook 2013-2020
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*Sourced from DOE, Please see appendix for Details 
 
In Luzon, the committed and proposed transmission projects are intended to address load growth and entry of 
additional power generation and at the same time, improve system reliability. These projects include the 
establishment of a 500 kV backbone, construction of a new 230 kV drawdown substations or expansion of 
existing ones, upgrading of existing power plant’s switchyard, and construction of new and upgrading of 
existing 230 kV and 69 kV transmission lines. Below are the ongoing projects for Luzon for 2014-2015:

64 

 

Ongoing NGCP Projects for Luzon (2014-2015)
65

 

PROJECT NAME/DRIVER  
(AS FILED & APPROVED BY ERC) 

PROJECT NAME  
(UNDER SEIL) 

MVA  MVAR  CKT Year 

          
Congestion Alleviation  

Dasmarinas S/S Expansion Dasmariñas 500 kV S/S 
Expansion 

900     2014 

Kalayaan-Makban 230 kV T/L Upgrading Lumban-Bay 230 kV T/L 
Upgrading  

    80 2014 

San Jose-Balintawak 230 kV Line 3 San Jose-Quezon 230 kV Line 3      19 2015 

System Reliability and Power Quality  

Binga-San Manuel 230 kV T/L(Stage 1)   50     2014 

Binga-San Manuel 230 kV T/L (Stage 2)       80 2015 

Luzon Voltage Improvement Project 1      500   2014 

Luzon Voltage Improvement Project 2     600   2014 

 Luzon PCB Replacement           

 Luzon S/S Reliability Project 1   250     2014 

San Esteban - Laoag 230 kV T/L (Stage 2)   600   240 2014 

 San Jose-Angat 115 kV Line Upgrading       36 2015 

 Santiago - Tuguegarao 230 kV Line 2        118 2014 

Generation Entry 

Mariveles CFPP Transmission 
Reinforcement Project (Network Asset) 
*BCCP S/S Expansion 

        2014 

Ambuklao - Binga 230 kV T/L Upgrading       22 2015 

RP Energy CFPP Associated T/L Project       114 2015 

Load Growth 

Luzon S/S Expansion Project 2   1100     2014 

Luzon S/S Expansion Project 3   800     2014 

Luzon S/S Expansion Project 4   1375     2015 

New Antipolo 230 kV S/S Antipolo 230 kV S/S   200 40 2015 

*Sourced from NGCP, please see appendix for details 
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Visayas 
 
In the Visayas, committed and indicative power plants are proposed to be located outside the major load 
centers The Visayas Grid has posted an average annual compounded growth rate (AACGR) of 5.90% for 2001-
2013, the highest among the three Grids, it is expected to hit its critical level 2014.

66
 Apart from increased 

economic activity, generation deficiency in previous years may have also pushed the demand to record 
levels.
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Visayas Committed Projects, in MW
68

 

PLANT TYPE 2013 2014 2015 2016 2017 2018 2019 2020 TOTAL 

COAL  82  270     352 

GEOTHERMAL  50       50 
HYDRO  8       8 

WIND  54       54 

BIOMASS  54 4      58 

*Sourced from DOE, Please see appendix for Details 
 

Visayas Indicative Projects, in MW
69

 

PLANT TYPE 2013  2014  2015  2016  2017  2018  2019  2020  TOTAL  

COAL     150  20  300        470  

GEOTHERMAL               49                40                89  

HYDRO               13            19            18                  50  

SOLAR             20            30                      50  

WIND               50                      50  

BIOMASS             46                        46  

BATTERY               40                      40  

*Sourced from DOE, Please see appendix for Details 
 
Visayas Power Outlook 2013-2020
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*Sourced from DOE, Please see appendix for Details 

 
In the Visayas, committed and proposed system reliability improvement projects will also accommodate entry 
of generation, address load growth including projects intended to comply with statutory requirements. These 
projects include 230 kV and 138 kV backbones, 138 kV and 69 kV transmission lines, reconfiguration of existing 
substation and installation additional step-down transformer to directly serve both load and generation 
customers.

71 

 

Ongoing NGCP Projects for Visayas (2014-2015)
72

 

PROJECT NAME/DRIVER  PROJECT NAME  MVA  MVAR  CKT Year 

(AS FILED & APPROVED BY ERC)  (UNDER SEIL)          
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Congestion Alleviation  

New Naga-Banilad 138 kV T/L Colon-Cebu 138 kV T/L     50 2014 

System Reliability and Power Quality  

Compostela S/S Expansion   150     2014 

Ormoc-Maasin 138 kV T/L       113.97 2014 

Ormoc-Babatngon 138 kV T/L       78.54 2014 

Sta. Rita-Quinapundan 69 kV T/L       97 2014 

Visayas S/S Reliability Project 1   500     2014 

Visayas S/S Reliability Project 2   500     2014 

Banilad-Mandaue-Mactan 
Transmission 

Cebu-Lapu Lapu T/L/     18.9 2015 

Culasi-Sibalom 69 kV T/L Culasi-San Jose 69 kV T/L     86 2015 

Generation Entry 

Talavera-Sigpit-New Naga 138 kV T/L Calung-calung-Colon 138 kV T/L     56 2014 

Load Growth 

Bohol Backbone   100   96 2014 

Negros V T/L       58 2015 

Southern Panay Backbone   50   99 2014 

Visayas S/S Expansion Project 1   200     2014 

*Sourced from NGCP, please see appendix for details 
 
Mindanao 
 
Similarly in Mindanao, most of the committed and proposed projects that will improve system reliability would 
also address load growth and accommodate entry of power generation. Such transmission projects include 
230 kV and 138 kV lines, new 138 kV drawdown substation and existing substation reinforcements, 
upgrading/rehabilitation of existing switchyards including replacements of underrated Power Circuit Breakers 
(PCB).In the interim, the island will continue to experience a deficit in power especially during summer due to 
its high dependence on its hydro-electric power resources.
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Mindanao Committed Projects, in MW
/74

 

PLANT TYPE 2013 2014 2015 2016 2017 2018 2019 2020 TOTAL 

COAL  300 200 405     905 

OIL-BASED  15       15 

HYDRO  14 43 25 9    91 

BIOMASS   42      42 

*Sourced from DOE, Please see appendix for Details
/14 

 

Mindanao Indicative Projects, in MW
75

 

PLANT TYPE 2013 2014 2015 2016 2017 2018 2019 2020 TOTAL 

COAL   270 250 515 300 300 300 1,935 

OIL-BASED  26       26 

GEOTHERMAL     50    50 

HYDRO   81  0 10   91 

SOLAR   35      35 

BIOMASS   11      11 

*Sourced from DOE, Please see appendix for Details
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Mindanao Power Outlook 2013-2020
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*Sourced from DOE, Please see appendix for Details

 

 

 

Ongoing NGCP Projects for Mindanao (2014-2015)
78

 

PROJECT NAME/DRIVER  PROJECT NAME  MVA  MVAR  CKT Year 

(AS FILED & APPROVED BY ERC)  (UNDER SEIL)          

System Reliability and Power Quality  

Reliability Compliance Project 1 
(Phase 1: Butuan-Placer 138 kV T/L) 

      100 2014 

Reliability Compliance Project 1 
(Phase 2: Matanao-Klinan 138 kV T/L) 

Reliability Compliance Project 1 
(Phase 2: Matanao-Gen. Santos 
138 kV T/L) 

    70 2014 

Mindanao S/S Reliability Project 1   325     2014 

Nuling Capacitor Sultan Kudarat Capacitor   15   2014 

Pulangui-Kibawe 138 kV Line 3 Maramag-Kibawe 138 kV Line 3     21 2014 

Kirahon-Maramag 230 kV T/L Villanueva-Maramag 230 kV T/L     216 2014 

Load Growth 

Aurora-Polanco 138 kV T/L   75   184 2014 

Abaga-Kirahon 230 kV T/L Balo-i-Villanueva 230 kV T/L     240 2014 

Mindanao S/S Expansion Project 2   150     2014 

 
The Renewable Energy Act No. 9153 
 
The DOE is pushing for a diverse power supply mix especially in the renewable energy sector. With the global 
trend towards a clean energy future, the Renewable Energy Act or Republic Act No. 9513 was passed in 
December 16, 2008 to fully harness the country's renewable energy potential such as geothermal, hydro, 
wind, solar, biomass and ocean. It was a landmark legislation and is said to be the most comprehensive 
renewable energy law in Southeast Asia. The RE Law’s declared policy is to encourage and develop the use of 
renewable energy resources of the country to reduce the country’s dependence on fossil fuels and reduce 
overall costs of energy, and reduce, if not prevent harmful emissions into the environment to promote health 
and sustainable environment. The key features of the RE Law are mechanisms created to carry out its 
mandates, such as a renewable portfolio standard (RPS), feed-in tariff system, renewable energy market 
(REM), and a marketable green energy option. 
 
The National Renewable Energy Program (NREP) was launched on January 14, 2011 by President Aquino; and 
the DOE seeks to increase renewable energy to 15,304 MW by 2030.  From 2008 to 2012, DOE awarded 
service contracts for projects that would sum up to more than 5,600 MW capacity: 

 
Awarded RE Projects
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RESOURCES AWARDED PROJECTS POTENTIAL CAPACITY 
MW 

INSTALLED CAPACITY 
MW 

Grid-Use Own-Use Grid-Use Own-Use Grid-Use Own-
Use 

Hydro Power 165  2,606.70  123.22  

Ocean Energy 3  5    

Geothermal 33  785  1,902.69  

Wind 39 1 1,569.00 0.006   

Solar 33 2 497.715 0.62   

Biomass 27 22 186.3 32.7 119.35 182.78 
Sub-Total 300 25 5,649.72 33.326 2,145.26 182.78 

TOTAL 325 5,683.04 2,328.04 

 
 
There were quite a few initiatives under this in 2012 as well, to name a few they were the commercial 
operation of the 19.8 MW Green Future, 1.2 MW Pangea, and the expansion of Crystal Sugar from 21 MW to 
35.9 MW biomass plants in the Luzon and Mindanao grids; and the commercial operation of the 1.02 MW 
Libertad natural gas in Cebu.
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Pending RE Projects

81
 

RESOURCES PENDING PROJECTS POTENTIAL CAPACITY MW INSTALLED CAPACITY 
MW 

Grid-Use Own-Use Grid-Use Own-Use Grid-Use Own-Use 
Hydro Power 116  1,284.28  912.61  

Ocean Energy -      

Geothermal 2  60.00  -  
Wind 4  194.00  -  
Solar 9 - 90.00 -   

Biomass 1 - 35.00 - -  
Sub-Total 132 - 1,663.28 - 912.61 - 

TOTAL 132 1,663.28 912.61 

 
The FIT regime is the government's methodology of encouraging renewable energy players. The FIT rate 
approved by ERC are as follows: Php9.68 per kilowatt-hour for solar; Php8.53 per kwh for wind, Php6.63 per 
kwh for biomass and Php5.90 per kwh for hydropower projects. This policy has been said to attract USD800M 
in direct investments and is said to create 3,500 jobs in rural areas.
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APPENDIX I 
COMMITTED PROJECTS 

Name of the Project Project Proponent Location Rated Capacity 
(MW) 

Target 
Commissioning 

COAL 

135 MW Puting Bato Coal 
Fired Power Plant Phase I 

South Luzon Thermal 
Energy Corp. (SLTEC) 

Brgy. Puting Bato West, 
Calaca, Batangas 

135 2014 

2 X 150 MW SLPGC Coal-Fired 
Power Plant Phase I 

Southwest Luzon 
Power Generation 
Corporation (Project 
Company) 

Brgy. San Rafael, Calaca, 
Batangas 

300 2015 

135 MW Puting Bato Coal 
Fired Power Plant Phase II 

South Luzon Thermal 
Energy Corp. (SLTEC) 

Brgy. Puting Bato West, 
Calaca, Batangas 

135 2015 

Anda Power Corporation's 82 
MW Ciculating Fluidized Bed 
Coal Fired Power Plant 

Anda Power 
Corporation 

Brgy. Bundagul, 
Mabalacat, Pampanga 

82 2016 

2 X 135 MW Concepcion Coal-
fired Power Plant 
Phase 1-135MW                  (1st 
Unit) 
Phase 2-135MW                  (2nd 
Unit) 

Palm Thermal 
Consolidated Holdings 
Corp. 

Brgy. Nipa, Concepcion, 
Iloilo 

270 2015-2016 

TPC Coal-Fired Power Plant 
Expansion Project (1 x 82 MW 
Coal-Fired Power Plant 

Toledo Power Company Toledo City, Cebu 82 2014 

2 X 150 MW Coal-Fired 
Therma South Energy Project 

Therma South Inc. Brgy. Binugao, Toril, 
Davao City and Brgy. 
Inawayan, Sta. Cruz, 
Davao Del Sur 

300 2014 

3 X 135 MW FDC-Misamis 
Circulating Fluidized Bed (CFB) 
Coal-Fired Power Plant Project 

FDC Utilities, Inc. Phividec Industrial Estate, 
Villanueva, Misamis 
Oriental 

405 2016 

2 X 100 MW Southern 
Mindanao Coal Fired Power 
Station 

Sarangani Energy 
Corporation 

Brgy, Kamanga, Maasim, 
Sarangani 

200 2015 

OIL  

15 MW Diesel Power Plant Mapalad Energy 
Generating Corporation 

Mapalad, Dalipuga, Iligan 
City 

15 2014 

NATURAL GAS 

Pagbilao 600 MW Combined 
Cycle Gas Fired Power Plant 
Proposed 3x200 MW CCGT 
Power Plant 

Energy World 
Corporation 

Brgy. Ibabang Polo, 
Grande Island, Pagbilao, 
Quezon 

600 2014-2016 

100 MW San Gabriel Avion 
Project 

Prime Meridian 
PowerGen Corporation 
(Project Company) 
First Gen Corporation 

Barangay Bolbok, 
Batangas 

100 2014 

GEOTHERMAL 

Maibarara Geothermal Power 
Project 

Maibarara Geothermal, 
Inc. 

Sitio Capuz, Brgy. San 
Rafael, Sto. Tomas, 
Batangas 

20 2014 

Nasulo Geothermal Project Energy Development 
Corporation 

Nasuji, Valencia, Negros 
Oriental 

50 2014 

HYDROPOWER 

Catuiran Sta. Clara Power Corp. Naujan, Oriental Mindoro 8.0 2016 
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Inabasan Ormin Power, Inc. San Teodoro, Oriental 
Mindoro 

10.0 2015 

Linao-Cawayan (Upper 
Cascade) 

Oriental Mindoro 
Electric Cooperative, 
Inc. 

Baco, Oriental Mindoro 2.1 2016 

Villasiga HEP Sunwest Water & 
Electric Co., Inc. 

Brgy. Igsoro, Bugasong, 
Antique 

8 2014 

Cantakoy Quadriver Energy Corp. Danao, Bohol 8.0 TBD 

Puyo Hydroelectric Power 
Project 

First Gen Mindanao 
Hydropower Corp. 

Jabonga, Agusan del 
Norte 

30 2015 

Limbatangon Hydroelectric 
Power Project 

Turbines Resource & 
Development Corp. 

Cagayan de Oro City, 
Misamis Oriental 

9 2017 

Tudaya 1 Hydroelectric Power 
Project 

Hedcor Sibulan, Inc. Sta. Cruz, Davao del Sur 6.6 2014 

Tudaya 2 Hydroelectric Power 
Project 

Hedcor Tudaya, Inc. Sta. Cruz, Davao del Sur 7 2014 

Sabangan Hedcor Sabangan, Inc. Davao City 13.2 2015 

Lake Mainit Agusan Power 
Corporation 

Jabonga, Agusan del 
Norte 

25.0 2016 

WIND 

Phase 1: 
Pililla Wind Power Project 

Alternergy Wind One 
Corporation 

Brgy. Halayhayin, Pililla, 
Rizal 

67.5 2014 

Phase 1: 
Burgos Wind Power Project 

EDC Burgos Wind 
Power Corporation 

Nagsurot-Saoit, Burgos, 
Ilocos Norte 

87 2014 

Caparispisan Wind Energy 
Project 

Northern Luzon UPC 
Asia Corporation 

Brgy. Caparispisan, 
Pagudpud, Ilocos Norte 

81 2014 

Phase 3: 
Bangui Bay Wind Power 
Project 

NorthWind Power 
Development 
Corporation 

Bangui, Ilocos Norte 18 2014 

Nabas Wind Power Project Petrogreen Energy 
Corporation 

Brgy. Pawa, Nabas, Aklan 50 2014 

54 MW San Lorenzo Wind 
Power Project 
(8 MW & 46 MW) 

Trans-Asia Renewable 
Energy Corporation 

San Lorenzo, Guimaras 
Island 

54 2014 

BIOMASS 

24 MW SJCiPower Rice Husk-
Fired Biomass power Plant 
Project 

San Jose City I Power 
Corporation 

Brgy. Tulat, San Jose, 
Nueva Ecija 

20.00 2014 

20 MW IBEC Biomass Power 
Plant  

Isabela Biomass Energy 
Corporation 

Isabela 18 2015 

20 MW Waste-to-Energy 
Project using Thermal Gasifier 
Conversion 

CJ Global Green Energy 
Philippine Corp. 

Camarines Sur 18 2015 

12 MW Biomass Power Plant 
Project 

Green Innovations for 
Tomorrow Corporation 

Nueva Ecija 10.80 2015 

3.5 MW Bicol Biomass Energy 
Corporation 

Bicol Biomass Energy 
Corporation 

Camarines Sur 3.15 2015 

12 MW Multi-Feedstock 
Biomass Power Plant Project 

Cagayan Biomass 
Energy Corporation 

Cagayan 10.80 2015 

12 MW Biomass Power Project Hypergreen Bulacan 10.80 2016 

12.5 MW Bataan 2020 Rice 
hull-fired Cogen Plant 

Bataan 2020 Inc. Bataan 7.50 - 

Consolacion Landfill Methane 
Recovery and Electricity 
Generation 

Asian Energy System 
Corporation 

Cebu 3.6 2015 
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20 MW SCBiopower Bagasse-
Fired Power Generation 
Project 

San Carlos Biopower 
Inc. 

Negros Occidental 18.00 2014 

8.0 MW HPCo Bagasse 
Cogeneration Plant 

Hawaiian Philippines 
Company 

Negros Occidental 3.00 2014 

46 MW Universal Robina 
Corporation Bagasse 
Cogeneration Facility 

Universal Robina 
Corporation 

Negros Occidental 31.00 2014 

26 MW VMCI Bagasse-Fired 
Cogeneration Plant 

Victorias Milling 
Company Inc. 

Negros Occidental 2.00 tbd 

10 MW Kalilangan Bio-Energy 
Corporation Multi Feedstock 
Power Generating Facility 

Kalilangan Bio-Energy 
Corporation 

FIBECO, Anahawan, 
maramag, Bukidnon 

10 2015 

10 MW Don Carlos Bio-Energy 
Corporation Multi Feedstock 
Power Generating Facility 

Don Carlos Bio-Energy 
Corporation 

FIBECO, Anahawan, 
maramag, Bukidnon 

10 2015 

10 MW Malaybalay Bio-Energy 
Corporation Multi Feedstock 
Power Generating Facility 

Malaybalay Bioenergy 
Corporation 

FIBECO, Anahawan, 
maramag, Bukidnon 

10 2015 

15 MW LPC Biomass Power 
Plant Project 

Lamsan Power 
Corporation 

Maguindanao 10.00 2015 

3 MW Biomass Cogeneration 
Facility 

Philippine Trade 
Center, Inc. 

Maguindanao 1.60 - 

    Total                         
3,335.05  

  

Electronic copy sourced from the Department of Energy Planning Department. Committed Power Projects as of October 31, 2013 

 
APPENDIX II 

INDICATIVE PROJECTS 

INDICATIVE PROJECTS 
*sourced from DOE 

Name of the Project Project Proponent Location Rated 
Capacity 

(MW) 

Target 
Commissioning 

COAL 
2 X 20 MW FDC Camarines 

CFB Coal Power Plant 
FDC Utilities, Inc. Camarines Sur 40 2016 

2 X 300 MW Coal-Fired 
Power Plant 

Redondo Peninsula 
Energy, Inc. 

Sitio Naglatore, Cawag, Subic Bay 
Freeport Zone 

600 2016 

2 X 600 MW Mariveles 
Expansion Project 

GNPower Mariveles Coal 
Plant Ltd. Co. 

Mariveles, Bataan 1200 2018 

2 X 150 MW SLPGC Coal-
Fired Power Plant Phase II 

Southwest Luzon Power 
Generation Corporation 

(Project Company) 

Brgy. San Rafael, Calaca, Batangas 300 2016 

2 X 300 MW Masinloc 
Expansion 

AES Masinloc Power 
Partners Co., Inc. 

Zambales 600 2017 

300 MW Limay Power Plant 
Project Phase I 

(2x150MW) 

SMC Consolidated Power 
Corporation 

Brgy. Lamao, Limay, Bataan 300 2016 

Quezon Power Expansion 
Project 

Quezon Power Phils. Mauban, Quezon 500 2017 

300 MW Limay Power Plant 
Project Phase II 

(2x150MW) 

SMC Consolidated Power 
Corporation 

Brgy. Lamao, Limay, Bataan 300 2017 

1 x 420 MW Pagbilao Coal- Pagbilao Energy Pagbilao Power Station, Nrgy. 420 2018 
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Fired Thermal Power Plant Corporation Ibabang Polo, Pagbilao, Quezon 

300 MW Limay Power Plant 
Project Phase III 

1x300MW) 

SMC Consolidated Power 
Corporation 

Brgy. Lamao, Limay, Bataan 300 2020 

1 X 20 MW FDC Danao CFB 
Coal Power Plant 

FDC Utilities, Inc. Danao City, Cebu 20 2016 

PEDC Expansion Project 
Former report (1x150 MW 
Circulating Fluidized Bed 
(CFB) Coal-Fired Power 

Plant) 

Panay Energy 
Development 
Corporation 

(Global Business Power 
Corporation) 

Brgy. Ingore, La Paz, Iloilo 150 2015 

300 MW Therma Visayas 
Energy Project 

Therma Visayas Inc. Brgy. Bato, Toledo City, Cebu 300 2017 

ZAM 100 MW Circulating 
Fluidized Bed (CFB) Coal-

Fired Power Station 

San Ramon Power Inc. Sitio San Ramon, Bgry. Talisayan, 
Zamboanga City 

100 2015 

Davao del Norte 20 MW 
Circulating Fluidized Bed 

Biomass-Coal Fired 
Thermal Power Plant 

FDC Utilities, Inc. Maco, Davao del Norte 20 2015 

300 MW SMC Davao Power 
Plant Project Phase I 

San Miguel Consolidated 
Power Corporation 

Brgy. Culaman, Malita, Davao del 
Sur 

300 2016 

Sibuguey Power Plant 
Project 

Philippine National Oil 
Company (PNOC-EC) 

Sibugay, Zamboanga 100 2016 

300 MW SMC Davao Power 
Plant Project Phase II 

San Miguel Consolidated 
Power Corporation 

Brgy. Culaman, Malita, Davao del 
Sur 

300 2018 

600 MW SMC Davao Power 
Plant Project Phase III 

San Miguel Consolidated 
Power Corporation 

Brgy. Culaman, Malita, Davao del 
Sur 

600 2020 

3x135 MW PsagCorp Coal-
fired Power Plant 

GN Power Kauswagan, Lanao del Norte 405 2017 

2x55 MW Balingasag 
Thermal Power Plant  

(Circulating Fluidized Bed 
Combustion (CFBC) Coal-
Fired Power Plant Plant) 

Minergy Coal Corporation Brgy. Mandangoa, Balingasag, 
Misamis Oriental 

110 2017 

OIL 

Aero Derivative Combined 
Cycle Power Plant 

Calamba Aero Power 
Corporation 

Calamba, Laguna 150 TBA 

3x6.97 MW Bunker-Fired 
Power Plant  

Peak Power Soccsargen, 
Inc. (PSI) 

National Highway, Brgy.Apopong, 
General Santos City 

20.9 2014 

1x5.2 MW Bunker-Fired 
Power Plant  

Peak Power San Francisco 
(PSFI) 

ASELCO Compound, Brgy. San 
Isidro,San Francisco, Agusan del Sur 

5.2 2014 

NATURAL GAS 

San Gabriel Power Plant First Gas Power Corp. San Gabriel, Batangas 450 2015 
LNG-Fired Combined Cycle 

Power Plant * Onshore 
Regasification and Storage 

Terminal 

Meralco PowerGen 
Corporation and Chubu 

Electric Power 

Atimonan, Quezon 1,750 2019 

2 x 1,200 MW Combined 
Cycle Gas Turbine Power 

Plant Project 

Atlantic, Gulf and Pacific 
Company of Manila, Inc 

Limay,                 Bataan               
(PNOC-AFC Industrial Estate) 

2,400 2018 

415 MW San Isidro 
Combined Cycle Gas 
Turbine Plant Project 

Trans Asia Oil and Energy 
Development 

Corporation (TAOil) 

Pilipinas Shell Petroleum Co.'s 
Tabangao Refinery, Brgy. San Isidro 
and Tabangao-Ambulong, Batangas 

City 

415 2017 
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GEOTHERMAL 

Tanawon Geothermal 
Project 

Energy Development 
Corporation 

Guinlajon, Sorsogon 40 2018 

Rangas Geothermal Project Energy Development 
Corporation 

Bacon District, Sorsogon 40 2019 

Kayabon Geothermal 
Project 

Energy Development 
Corporation 

Manito, Albay 40 2019 

Dauin Geothermal Project Energy Development 
Corporation 

Dauin, Negros Oriental 40 2018 

Southern Leyte Geothermal 
Plant Geothermal Project 
(formerly known as Mt. 
Cabalian Geothermal) 

Energy Development 
Corporation 

Cabalian, Southern Leyte   TBA 

49 MW Biliran Geothermal 
Plant Project 

Biliran Geothermal 
Incorporated 

Biliran, Biliran 49 2015 

Mindanao 3 Geothermal Energy Development 
Corporation 

Kidapawan, North Cotabato 50 2017 

HYDROPOWER 
Dupinga Hydroelectric 

Power Project 
Constellation Energy 

Corporation 
Gabaldon, Nueva Ecija 3 2015 

Ibulao Hydroelectric Power 
Project 

Hydrocore, Inc. Lagawe, Ifugao 4.5 2015 

Main Aklan Sunwest Water & Electric 
Co., Inc. 

Libacao, Albay 15.0 2016 

Pinacanauan Sunwest Water & Electric 
Co., Inc. 

Peñablanca, Cagayan 6.0 2017 

Tinoc 1 Quadriver Energy Corp. Tinoc, Ifugao 4.1 2018 
Tinoc 4 Philnew Hydro Power 

Corporation 
Tinoc, Ifugao 5.0 2018 

Tinoc 2 Philnew Hydro Power 
Corporation 

Tinoc, Ifugao 11.0 2016 

Tinoc 3 Philnew Hydro Power 
Corporation 

Tinoc, Ifugao 5.0 2017 

Timbaban Hydroelectric 
Power Project 

Oriental Energy and 
Power Generation 

Corporation 

Madalag, Aklan 18 2017 

Igbulo (Bais) Hydroelectric 
Power Project 

Century Peak Energy 
Corporation 

Igbaras, Iloilo 5.1 2015 

Hilabangan (Upper 
Cascade) 

Century Peak Energy 
Corporation 

Kabankalan, Negros Occidental 4.8 2015 

Hilabangan (Lower 
Cascade) 

Century Peak Energy 
Corporation 

Kabankalan, Negros Occidental 3.0 2015 

Maninila (Lower Cascade) Century Peak Energy 
Corporation 

San Remigio, Antique 4.5 2016 

Maninila (Upper Cascade) Century Peak Energy 
Corporation 

San Remigio, Antique 3.1 2016 

Sibalom (Upper Cascade) Century Peak Energy 
Corporation 

San Remigio, Antique 4.2 2016 

Sibalom (Middle Cascade) Century Peak Energy 
Corporation 

San Remigio, Antique 4.0 2016 

Sibalom (Lower Cascade) Century Peak Energy 
Corporation 

San Remigio, Antique 3.3 2016 

Tagoloan Hydropower First Gen Mindanao 
Hydropower Corp. 

Impasugong & Sumilao, Bukidnon 39 2015 

Bubunawan Hydroelectric First Gen Mindanao Baungon and Libona, Bukidnon 23 2015 
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Power Project Hydropower Corp. 
Cabadbaran Hydroelectric 

Power Project 
First Gen Mindanao 
Hydropower Corp. 

Cabadbaran, Agusan del Norte 9.75 2015 

Tumalaong Hydroelectric 
Power Project 

First Gen Mindanao 
Hydropower Corp. 

Baungon, Bukidnon 9 2015 

Culaman Hydroelectric 
Power Project 

Oriental Energy and 
Power Generation 

Corporation 

Manolo Fortich, Bukidnon 10 218 

Pasonanca Philcarbon, Inc. Zamboanga City 0.1 2017 

SOLAR 
Currimao Solar 

Photovoltaic Power Project 
Mirae Asia Energy 

Corporation 
Currimao, Ilocos Norte 20 2014 

Macabud Solar 
Photovoltaic Power Project 

ATN Philippines Solar 
Energy Group, Inc. 

Brgy. Macabud, Rodriguez, Rizal 30 2016 

San Carlos Solar 
Photovoltaic Power Project 

San Carlos Solar Energy 
Inc. 

San Carlos City, Negros Occidental 20 2014 

Leyte Solar Photovoltaic 
Power Project 

Phil. Solar Farm-Leyte, 
Inc. 

Ormoc City, Leyte 30 2015 

Darong Solar Photovoltaic 
Power Project 

PhilNew Energy Inc. Sta. Cruz, Davao del Sur 35 2015 

WIND 

Phase 2: 
Burgos Wind Power Project 

EDC Burgos Wind Power 
Corporation 

Nagsurot-Saoit, Burgos, Ilocos 
Norte 

63 2014 

Phase 2: 
Mabitac Wind Power 

Project 

Alternergy Sembrano 
Wind Corporation 

Mt. Sembrano, Mabitac, Laguna 72 2017 

Phase 1: 
Pasuquin East Wind Power 

Project 

Energy Logics Philippines, 
Inc. 

Pasuquin, Ilocos Norte 48 2017 

Balaoi Wind Power Project Northern Luzon UPC Asia 
Corporation 

Brgy. Balaoi, Pagudpud, Ilocos 
Norte 

45 2015 

Pulupandan Wind Power 
Project 

First Maxpower 
International Corporation 

Pulupandan, Negros Occidental 50 2015 

BIOMASS 
10 MW Serin 

CorporationRice Husk-Fired 
Power Plant 

Serin Corporation Tarlac 8.6 TBA 

46 MW Biomass-Fired 
Cogeneration Power Plant 

Universal Robina 
Corporation 

Kabankalan, Negros Occidental 46 2014 

12 MW Biomass Power 
Plant Project  

Misamis Oriental Bio-
Energy Corporations 

Misamis Oriental 10.80 2015 

BATTERY 
40 MW Battery Storage 

Project 
AES Philippines Power 

Partners Co., LTD. 
Kabankalan, Negros Occidental 40 2015 

TOTAL 13,127.90   
Electronic copy sourced from the Department of Energy Planning Department. Committed Power Projects as of October 31, 2013 

 
 

  



 
 
 

 
220 

 
 

 

APPENDIX III 
GRID TRANSMISSION PROJECTS 

Proposed Projects for the Grid (2016-2023)  

PROJECT NAME/DRIVER  Province Year 

(AS FILED & APPROVED BY ERC)  (UNDER SEIL)    

System Reliability 

Pantabangan 230 kV Switchyard Upgrading Nueva Ecija 2017 

La Trinidad – Calot 69 kV T/L Benguet 2018 

Ilocos Region Substation Upgrading Ilocos Norte, La Union and Pangasinan 2018 

Cagayan Valley Substation Upgrading Quirino 2019 

Central Luzon Substations Upgrading Bataan and Bulacan 2019 

Gamu 230 kV Substation Expansion Isabela 2019 

Nagsaag 500 kV Substation Expansion Pangasinan 2019 

Currimao Substation Expansion Ilocos Norte 2019 

Castillejos 230 kV Substation Zambales 2020 

Hermosa-Clark 230 kV T/L Pampanga and Bataan 2022 

Liberty-Baler 230 kV T/L Nueva Ecija and Aurora 2023 

Bicol Region Substations Upgrading Camarines Sur and Albay 2019 

Calabarzon Substations Upgrading Cavite, Laguna and Quezon 2019 

Abuyog 230 kV Substation Sorsogon 2020 

Kabankalan S/S Reliability Improvement Negros Occidental 2018 

Leyte Substation Upgrading Project Leyte, Southern Leyte 2018 

Naga 138 kV Substation Upgrading Cebu 2018 

Negros Substations Upgrading Project Negros Occidental, Negros Oriental 2019 

Babatngon – Sta. Rita 138 kV T/L Upgrading Leyte and Samar 2019 

Samar Substation Upgrading Project Samar 2019 

Bohol Substations Upgrading Project Bohol 2020 

Calbayog – Allen 69 kV Line Samar and Northern Samar 2020 

Cebu-Bohol 138 kV Interconnection Project Cebu and Bohol 2017 

Agus 2 Switchyard Upgrading Lanao del Sur 2018 

Tacurong-Sultan Kudarat 138 kV T/L South Cotabato and Sultan Kudarat 2020 

Tacurong-Kalamansig 69 kV T/L South Cotabato and Sultan Kudarat 2020 

Agus 1 Switchyard Upgrading/Rehabilitation Lanao del Sur 2020 

Agus 5 Switchyard Upgrading/Rehabilitation Lanao del Sur 2020 

Pulangi 4 Switchyard Upgrading/Rehabilitation Bukidnon 2020 

Mindanao PCB Replacement II Mindanao 2020 

Power Quality 

Luzon Voltage Improvement 3 Ilocos Norte, Ilocos Sur, Benguet, 
Pangasinan and Isabela 

2018 

Luzon Voltage Improvement Project 4 Rizal, Laguna, Cavite, Albay, Sorsogon 
and Camarines Sur 

2018 

Mindanao Voltage Improvement 1 Mindanao 2018 
Generation Entry 

Western Luzon 500 kV Backbone (Stage 1) Zambales and Bataan 2017 

Laoag-Bangui 230 kV T/L Ilocos Norte 2017 

Bolo 500 kV Substation Expansion Pangasinan 2019 

Nagsaag-Liberty 230 kV T/L Nueva Ecija and Pangasinan 2020 

Bataan – Cavite 500 kV T/L (Feasibility Study) Bataan and Cavite - 

Hermosa - San Jose 500 kV T/L Bataan and Bulacan 2020 

Pagbilao 500 kV Substation Quezon 2018 

Cebu – Negros – Panay 230 kV Backbone (Stage 2) Cebu 2017 

Balo-i-Villanueva-Maramag-Bunawan 230 kV 
Energization 

Lanao del Sur, Mis. Oriental, Bukidnon 
and Davao del Sur 

2017 
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Balo-i-Kauswagan-Aurora 230 kV T/L (Phase 1) Lanao del Norte 2017 

Balo-i-Kauswagan-Aurora 230 kV T/L (Phase 2) Lanao del Norte, Misamis Occidental, 
Zamboang del Sur 

2019 

Load Growth 

Mexico-San Simon 69 kV T/L Pampanga 2016 

Hermosa-Floridablanca 69 kV Line Bataan  2018 

Naga-Pili 69 kV T/L Upgrading Camarines Sur 2019 

Malvar 230 kV Substation Batangas 2020 

Lagonoy-Maligaya 69 kV T/L Camarines Sur - 

SRP 138 kV Substation Cebu 2018 

Load Growth and System Reliability  

San Simon Substation  Pampanga 2017 

Luzon Substation Expansion 5 Pangasinan, Nueva Ecija and Bataan 2018 

Nagsaag-San Manuel 230 kV Tie Line Upgrading Pangasinan 2018 

Magalang 230 kV Substation Pampanga 2020 

Las Piñas 230 kV Substation Expansion Metro Manila 2016 

Pasay 230 kV Substation and Associated 230 kV T/L Metro Manila 2019 

Baras (Antipolo)-Taguig 500 kV T/L (Initially energized at 
230 kV) 

Metro Manila and Rizal 2019 

Manila 230 kV Substation and Associated 230 kV T/L Metro Manila 2020 

Taguig-Alaminos 500 kV T/L and Taguig 500 kV 
Substation (Feasibility Study) 

Metro Manila and Laguna - 

Eastern Albay 69 kV T/L Albay 2016 

Calamba 230 kV Substation Laguna 2016 

Calaca 230 kV Substation Upgrading Batangas 2018 

Tiwi 230 kV Substation Albay 2018 

Luzon Substation Expansion Project 6 Batangas and Camarines Sur 2018 

Daraga-Ligao 69 kV T/L Upgrading Albay 2020 

Nabas – Caticlan 138 kV T/L Antique and Aklan 2018 

Amlan – Dumaguete 138 kV T/L Negros Oriental 2018 

Babatngon – Campetic 138 kV T/L Leyte 2018 

Panay Substations Upgrading Project Iloilo, Antique & Capiz 2018 

Cebu Substation Upgrading Project Cebu 2019 

Leyte – Bohol Line 2 Southern Leyte and Bohol 2022 

Central Mindanao Substations Upgrading Lanao del Sur, Misamis Oriental and 
Bukidnon 

2018 

CARAGA Substations Upgrading Surigao del Norte, Agusan del Norte, 
Agusan del Sur and Compostela Valley 

2018 

Zamboanga Peninsula Substations 
Upgrading 

Zamboanga Del Norte, Zamboanga del 
Sur and Zamboanga Sibugay 

2018 

Davao Region Substations Upgrading Davao del Sur 2020 

Balo-i-Tagoloan-Opol 138 kV T/L Lanao del Sur and Misamis Oriental 2020 

Power Quality and Load Growth 

Tuguegarao-La-lo (Magapit) 230 kV T/L Cagayan 2017 

Load Growth and Congestion Alleviation 

Baras (Antipolo) 500 kV Substation Rizal 2018 

Generation Entry and System Reliability 

La Trinidad-Sagada 230 kV T/L Benguet 2019 

Santiago-Dinadiawan-Baler 230 kV T/L Aurora 2023 

Calaca-Dasmariñas 230 kV T/L Batangas and Cavite 2018 

Eastern Panay 138 kV Backbone Iloilo 2016 
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Cebu – Negros – Panay 230 kV Backbone (Stage 1) Iloilo and Negros Occidental 2016 

E.B. Magalona – Cadiz 138 kV T/L Negros Occidental 2020 

Malita-Matanao-Bunawan 230 kV T/L Davao Del Sur 2018 

System Reliability and Power Quality 

Visayas Voltage Improvement 1 Northern Samar, Leyte, Southern 
Leyte, Bohol and Aklan 

2018 

Maasin – Javier 138 kV T/L Southern Leyte 2019 

System Reliability and Statutory 

Tagbilaran 69 kV Substation Bohol 2020 

Statutory and Generation Entry 

Bacolod - San Enrique 69 kV T/L Reclassification Negros Occidental - 

Cadiz – San Carlos 69 kV T/L Reclassification Negros Occidental - 

Generation Growth, Load Growth and System Reliability 

Villanueva-Jasaan-Butuan 138 kV T/L Misamis Oriental and Agusan del Norte 2018 

NGCP. Transmission Development Plan 2014-2023. Retrieved April 8, 2014 from 
https://www.ngcp.ph/savefiles/news/BULLETINS/2013%20TDP%20Consultation%20Draft_VolI-Major%20Network%20Development.pdf 

 



 

REGULATORY FRAMEWORK83 
 

The information in this section has been derived from various government and private publications or obtained 
from communications with various Government agencies unless otherwise indicated and has not been 
prepared or independently verified by the Company or the Joint Lead Managers or any of their respective 
affiliates or advisors. The information may not be consistent with other information compiled within or outside 
the Philippines. 
 
EPIRA 
 
Since the enactment of the EPIRA in 2001, the Philippine power industry has undergone and continues to 
undergo significant restructuring. Through the EPIRA, the Government began to institute major reforms with 
the goal of fully privatizing all aspects of the power industry. The principal objectives of the EPIRA are: 
 

 to ensure and accelerate the total electrification of the country; 

 to ensure the quality, reliability, security and affordability of the supply of electric power; 

 to ensure transparent and reasonable prices of electricity in a regime of free and fair competition and 
full public accountability to achieve greater operational and economic efficiency and enhance the 
competitiveness of Philippine products in the global market; 

 to enhance the inflow of private capital and broaden the ownership base of the power generation, 
transmission and distribution sectors; 

 to ensure fair and non-discriminatory treatment of public and private sector entities in the process of 
restructuring the electric power industry; 

 to protect the public interest as it is affected by the rates and services of electric utilities and other 
providers of electric power; 

 to assure socially and environmentally compatible energy sources and infrastructure; 

 to promote the utilization of indigenous and new and renewable energy resources in power 
generation in order to reduce dependence on imported energy; 

 to provide for an orderly and transparent privatization of the assets and liabilities of NPC; 

 to establish a strong and purely independent regulatory body and system to ensure consumer 
protection and enhance the competitive operation of the electricity market; and 

 to encourage the efficient use of energy and other modalities of demand side management. 
 

With a view to implementing these objectives, the DOE, in consultation with the relevant government 
agencies, electric power industry participants, non-government organizations, and electricity consumers, 
promulgated the law’s Implementing Rules and Regulations outlining its policy on February 27, 2002. 
 
The policy governs the relations between, and respective responsibilities of, the different electric power 
industry participants as well as the particular governmental authorities involved in implementing the 
structural reforms in the industry, namely, the DOE, NPC, the NEA, ERC and PSALM. 
 
Reorganization of the Electric Power Industry 
 
Of the many changes initiated by the EPIRA, of primary importance is the reorganization of the electric power 
industry by segregating the industry into four sectors: (1) the generation sector; (2) the transmission sector; 
(3) the distribution sector; and (4) the supply sector. The goal is for the generation and supply sectors to be 
fully competitive, while the transmission and distribution sectors will remain regulated. Prior to the EPIRA, the 
industry was regulated as a whole, with no clear distinctions between and among the various sectors and/or 
services. 
 
The Generation Sector 
 
The EPIRA provides that power generation is not a public utility operation. Thus, generation companies are not 
required to secure legislative franchises. However, generation companies must obtain a COC from the ERC, as 
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well as health, safety and environmental clearances from the appropriate government agencies under existing 
laws. 
 
Generation companies are also subject to the ERC’s rules and regulations on abuse of market power and anti-
competitive behaviour. Generation companies are required to submit financial statements to determine abuse 
of market power and anti-competitive behaviour. The ERC may impose fines and penalties for violation of the 
EPIRA and the Implementing Rules and Regulations policy on market power abuse, cross-ownership and anti-
competitive behaviour. 
 
The goal of the EPIRA is for the generation sector to be open and competitive, with the private sector 
expected to take the lead in introducing additional generation capacity. Generation companies will compete 
either for contracts with various suppliers, electric cooperatives and private distribution utilities, or through 
spot sale transactions in the WESM. Competition will be based largely on pricing, subject to availability of 
transmission lines to wheel electricity to the Grid and/or buyers. Recovery by distribution utilities of their 
purchased power cost is subject to review by the ERC to determine the reasonableness of the cost and to 
ensure that the distribution utilities do not earn any revenue therefrom. While generation charges are 
intended to be passed through to customers by distribution utilities, the process is not automatic. Upon 
commencement of Retail Competition and Open Access, generation rates, except those intended for the 
Captive Markets, will cease to be regulated. 
 
In line with the Government’s policy to promote competition within the generation sector, and additionally, to 
lessen the debt of NPC, the EPIRA required the privatization of all generation assets of the NPC. The EPIRA 
created PSALM, which is charged with the privatization of the assets of NPC.  
 
Currently, PSALM has already privatized 22 generation units with a total rated capacity of 4,320MW and IPPAs 
with total contracted capacity of 3,345MW. 
 
Section 47(j) of the EPIRA prohibits NPC from incurring any new obligations to purchase power through 
bilateral contracts with generation companies or other suppliers. Also, NPC is only allowed to generate and 
sell electricity from generating assets and IPP contracts that have not been disposed of by PSALM. 
 
The Transmission Sector 
 
With the turn-over of the control, operation and management of the grid to the private concessionaire on 
January 14, 2009, the National Grid Corporation of the Philippines (“NGCP”) together with Transco (which, 
under law, remain the owner of the transmission assets), comprise the transmission sector. 
 
The transmission of electricity is subject to transmission wheeling charges. Inasmuch as the transmission of 
electric power is a regulated public utility business, Transmission wheeling charges, even under the 
concessionaire arrangement, are subject to regulation and approval by the ERC. 
 
The Distribution Sector 
 
The distribution of electric power to end-users may be undertaken by private distribution utilities, electric 
cooperatives, local government units presently undertaking this function, and other duly authorized entities, 
subject to regulation by the ERC. The distribution business is a regulated public utility business requiring a 
franchise from Congress, although franchises relating to electric cooperatives remained under the jurisdiction 
of the NEA until the end of 2006. All distribution utilities are also required to obtain a Certificate of Public 
Convenience and Necessity from the ERC to operate as a public utility. 
 
All distribution utilities are also required to submit to the ERC a statement of their compliance with the 
technical specifications prescribed in the Distribution Code (which provides the rules and regulations for the 
operation and maintenance of distribution systems), the DSOAR and the performance standards set out in the 
implementing rules and regulations of the EPIRA, which took effect on March 22, 2002. 
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The distribution sector is and will continue to be regulated by the ERC, with distribution wheeling charges, as 
well as connection fees from its consumers, subject to ERC approval. Likewise, the retail rate imposed by 
distribution utilities for the supply of electricity to its captive customers is subject to ERC approval. In addition, 
as a result of the Government’s policy to promote free competition and Open Access, distribution utilities are 
required to provide universal and non-discriminatory access into their systems within their respective 
franchise areas following commencement of retail Open Access. 
 
The Supply Sector 
 
The supply of electricity refers to the sale of electricity directly to end-users or Contestable Customers. The 
supply of electricity to the Contestable Market is not considered a public utility operation and will not require 
a legislative franchise, although it is considered a business affected with public interest. As such, the EPIRA 
requires all suppliers of electricity to the Contestable Market to obtain a license from the ERC in accordance 
with the ERC’s rules and regulations. 
 
Retail Competition and Open Access started on 26 June 2013. Since then, Contestable Customers (end-users 
with demand above 1MW threshold) may choose where to source their electric power requirements and can 
negotiate with suppliers for their electricity.  
 
Role of the ERC 
 
With a view towards the establishment of a strong and purely independent regulatory body and system to 
ensure consumer protection and enhance the competitive operation of the electricity market, the ERC was 
created pursuant to the EPIRA as an independent quasi-judicial body charged with regulating the electric 
power industry. The ERC replaced the former ERB, and plays a critical role in the restructured industry 
environment, consisting of, among others, promoting competition, encouraging market development, 
ensuring consumer choice and penalizing abuse of market power by industry participants. 
 
Among the primary powers and functions of the ERC are: 
 

 to determine, fix and approve, after conducting public hearings, transmission and distribution and 
wheeling charges, and retail rates, and to fix and regulate the rates and charges to be imposed by 
distribution utilities and their captive End-users, including self-generating entities; 

 to grant, revoke, review or modify the COCs required of generation companies and the licenses 
required of suppliers of electricity in the Contestable Market; 

 to enforce a Grid Code and a Distribution Code, which shall include performance standards, the 
minimum financial capability standards, and other terms and conditions for access to and use of 
transmission and distribution facilities; 

 to enforce the rules and regulations governing the operations of the WESM and the activities of the 
WESM operator to ensure a greater supply and rational pricing of electricity; 

 to ensure that the electric power industry participants and NPC functionally and structurally 
unbundle their respective business activities and rates and to determine the levels of cross-subsidies 
in the existing retail rates until the same is removed in accordance with the different sectors; 

 to set a lifeline rate for marginalized end-users; 

 to promulgate rules and regulations prescribing the qualifications of suppliers which shall include, 
among others, their technical and financial capability and creditworthiness; 

 to determine the electricity end-users comprising the Contestable and Captive Markets; 

 to fix user fees to be charged by Transco for ancillary services to all electric power industry 
participants or self-generating entities connected to the Grid; 

 to monitor and adopt measures to discourage/penalize abuse of market power, cartelization and any 
anti-competitive or discriminatory behavior by any electric power industry participant; 

 to review and approve the terms and conditions of service of Transco or any distribution utility or any 
changes therein; 

 perform such other regulatory functions as are appropriate and necessary in order to ensure the 
successful restructuring and modernization of the electric power industry; 
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 have the original and exclusive jurisdiction over all cases contesting rates, fees, fines and penalties 
imposed in the exercise of its powers, functions and responsibilities and over all cases involving 
disputes between and among participants or players in the energy sector relating to the foregoing 
powers, functions and responsibilities. 

 
Role of the DOE 
 
In accordance with its mandate to supervise the restructuring of the electric power industry, the DOE 
exercises, among others, the following functions: 
 

 Prepare and update annually the Philippine Energy Plan and the Philippine Power Development 
Program , and thereafter, integrate the latter into the former; 

 ensure the reliability, quality and security of supply of  electric power; 

 exercise supervision and control over all government activities pertaining to energy projects; 

 encourage private investments in the electricity sector and promote the development of indigenous 
and renewable energy sources for power generation; 

 facilitate reforms in the structure and operations of distribution  utilities for greater efficiency and 
lower costs; 

 promote incentives to encourage industry participants, including new generating companies and end-
users, to provide adequate and reliable electric supply; 

 educate the public (in coordination with NPC, ERC, NEA and the Philippine Information Agency) on 
the restructuring of the industry and the privatization of NPC assets; and 

 establish the WESM in cooperation with electric power industry participants, and to formulate rules 
governing its operations. 

 
Role of the Joint Congressional Power Commission 
 
The Joint Congressional Power Commission created pursuant to the EPIRA consists of 14 members selected 
from the members of the Philippine Senate and House of Representatives. Its responsibilities and functions 
include, among others, the following: 
 

 Monitor and ensure the proper implementation of the EPIRA; 

 Endorse the PSALM initial privatization plan for approval by the President of the Philippines; 

 Ensure transparency in the public bidding procedures adopted for the privatization of NPC’s 
generation and transmission assets; 

 Evaluate the adherence of industry participants to the objectives and timelines under the EPIRA; and 

 Recommend necessary remedial legislation or executive measures to correct the inherent 
weaknesses in the EPIRA. 

 
Role of PEZA 
 
The PEZA was created under Section 11 of Republic Act No. 7916, otherwise known as “The Special Economic 
Zone Act of 1995” (the “PEZA Act”). “Ecozones” or “Special Economic Zones” refer to selected areas with 
highly developed or which have the potential to be developed into agro-industrial, industrial, tourist, 
recreational, commercial, banking, investment and financial centers whose metes and bounds are fixed or 
delimited by Presidential Proclamations. An Ecozone may contain any or all of the following: industrial estates, 
export processing zones, free trade zones and tourist/recreational centers. PEZA has authority over “Ecozone 
Utilities Enterprises” which refers to business entities within an Ecozone that is duly registered with and/or 
franchised/licensed by PEZA to act as contractors/operators of light and power systems, water supply and 
distribution systems, communications and transportation systems within an Ecozone and other similar or 
ancillary activities as may be determined by PEZA’s board of directors. Ecozone Utilities Enterprises are 
entitled to the following incentives: (a) exemption from national and local taxes and in lieu thereof payment of 
a special tax rate of 5.0% on gross income; (b) additional deductions for training expenses; (c) incentives 
provided under R.A. 6957 as amended by R.A. 7718, otherwise known as the Build Operate and Transfer Law, 
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subject to such conditions as may be prescribed by PEZA’s board; and (d) other incentives available under the 
Omnibus Investments Code of 1987. 
 
Section 12 (c) of the PEZA Act grants PEZA’s board the power to regulate and undertake the establishment, 
operation and maintenance of utilities in an Ecozone and to fix just, reasonable and competitive rates 
therefor. With the subsequent enactment of the EPIRA, the ERC was vested with the power to regulate the 
distribution of electricity and to oversee generation companies. 
 
On March 11, 2004, the ERC and PEZA entered into a Memorandum of Agreement and agreed to cooperate 
and coordinate efforts to oversee the operations of power generation and distribution utilities inside 
Ecozones. The agreement provides that PEZA must register all new generation utilities enterprises for power 
to be supplied exclusively to economic zone locator enterprises operating within Ecozones as well as self-
generation facilities of economic zone locator enterprises, and endorse the same to the ERC for the issuance 
of the required COC. Existing power generation utilities, including entities with self-generation facilities, must 
apply for the issuance of a COC with the ERC. PEZA-registered power generation utilities enterprises and 
economic zone locator enterprises that own generation facilities are required to comply with the same 
technical, financial and environmental requirements and/or standards of the Philippine Grid Code and the 
Philippine Distribution Code.  
 
In a memorandum by the Department of Justice to the Office of the President dated February 5, 2007, the 
Secretary of Justice opined, that the repealing clause of the EPIRA did not repeal Section 12 (c) of the PEZA 
Act, which grants PEZA the power to regulate and undertake the establishment, operation and maintenance of 
utilities, other services and infrastructure in Ecozones and to fix rates therefor. However, it has been opined 
that the repealing clause clearly refers to Section 12 (c) considering that the provision repealed by the EPIRA 
does not have a paragraph (c). However, the EPIRA did expressly repeal Section 5(f) of Republic Act No. 7227, 
the Bases Conversion and Development Act of 1992, which provides that the Bases Conversion and 
Development Authority (whose operating and implementing arm is the SBMA) is vested with the power to 
construct, own, lease, operate and maintain public utilities as well as infrastructure facilities within former 
U.S. military bases in the Philippines which includes the SBFZ. 
 
Competitive Market Devices 
 
Wholesale Electricity Spot Market 
 
A significant change introduced by the EPIRA is the organization and establishment of the WESM. The WESM 
shall provide a venue whereby generators may sell power, and at the same time suppliers and wholesale 
consumers can purchase electricity where no bilateral contract exists between the two. The WESM will also 
provide a venue for establishing merit order dispatch for generation companies whether or not they have 
bilateral contracts. 
 
The EPIRA mandates the DOE to establish the WESM within one year from its effectivity and directs the DOE 
and the electric power industry participants to formulate detailed rules therefor. In June 2002, the DOE, in 
cooperation with electric power industry participants, promulgated detailed rules for the WESM. These rules 
provide a mechanism to set electricity prices that are not covered by bilateral contracts between electricity 
buyers and sellers. 
 
On November 18, 2003, upon the initiative of the DOE, the PEMC was incorporated as a non-stock, non-profit 
corporation with membership comprising of an equitable representation of electricity industry participants 
and chaired by the DOE. The PEMC acts as the autonomous market group operator and the governing arm of 
the WESM. The PEMC was tasked to undertake the preparatory work for the establishment of the WESM 
pursuant to Section 30 of the EPIRA and in accordance with the WESM Rules. 
 
The WESM in Luzon started its commercial operations on 26 June 2006, while WESM in Visayas started in 26 
December 2010. The WESM has been operating ever since with the following framework: 
 

 Bid-based 
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 Gross pool  

 Net settlements 

 1-hour intervals 

 Locational marginal price 

 Mandatory market 
 
The WESM is guided by the WESM Rules and Manuals, in which any change is duly approved by the DOE. The 
Price Determination Methodology, meanwhile, goes through the ERC approval process. 
 
Open Access and Retail Competition 
 
Per EPIRA, the conditions for the commencement of the Open Access and Retail Competition are as follows: 
 

 Establishment of the WESM; 

 Approval of unbundled transmission and distribution wheeling charges; 

 Initial implementation of the cross subsidy removal scheme; 

 Privatization of at least 70% of the total capacity of generating assets of NPC in Luzon and Visayas; 
and 

 Transfer of the management and control of at least 70% of the total energy output of power plants 
under contract with NPC to the IPP administrators. 

 
Under the Open Access and Retail Competition provision, an eligible contestable customer, which is defined as 
an end-user with a monthly average peak demand of at least 1 MW for the preceding 12 months, will have the 
option to source their electricity from eligible suppliers that have secured a RES license from the ERC.  
 
Commencement of Open Access 
 
In June 2011, ERC declared December 26, 2011 as the Open Access Date to mark the commencement of the 
full operations of the competitive retail electricity market in Luzon and Visayas. However, after careful 
deliberation, the ERC acknowledged that not all the necessary rules, systems and infrastructures required for 
the implementation of the Open Access and Retail Competition have been put in place to meet the 
contemplated timetable for implementation. In October 2011, the ERC announced the deferment of the Open 
Access Date. In September 2012, the ERC declared the start of Open Access on December 26, 2012. Open 
Access commercial operations under an interim development system have been implemented starting June 
26, 2013. 
 
The implementation of Open Access starting June 26, 2013 enabled Aboitiz Power to increase its contracted 
capacity through the delivery of power to affiliate and non-affiliate RES companies. Aboitiz Power has two 
wholly owned subsidiaries (i.e. Aboitiz Energy Solutions, Inc. and Advent Energy, Inc.) that are licensed RES. 
Open Access allowed Aboitiz Energy Solutions, Inc. and AdventEnergy, Inc. to enter into contracts with eligible 
contestable customers. Moreover, Open Access facilitated Aboitiz Power to contract with other RES 
companies.  
 
The ERC issued Resolution 22 Series of 2013 
 
ERC issued revised licensing regulation for RES companies operating in the Retail Supply Segment last 
November 25, 2013.  Items amended include the following: 
 

 Restriction for Generator, IPPA and DU affiliates in securing license as a RES company; 

 Transfer of live Retail Supply Contracts (RSCs) for RES with expired license to another licensed RES; 

 Determination of full retail competition to be made by ERC not later than June 25, 2015; 

 Contracted capacities of RES affiliates to be included in the grid limitations imposed on Generation 
Companies; 

 End-user affiliate RES limited to supplying up to 50% of its total contestable customer affiliates; 
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 RES companies are limited to procuring up to 50% of its generation requirements from affiliate 
Generation Companies; 

 Annual submission of 5-year Business Plan; and 

 Submission of live Retail Supply Contracts for review by the ERC. 
 
Since Resolution 22 Series of 2013 limits the retail suppliers and creates non-assurance of renewal of RES 
license for existing retailers, the Retail Electricity Suppliers Association (RESA) challenged its legality at the 
Pasig RTC.  Trial is currently on-going to clarify legality of such issuance. 
 
Interim Mindanao Electricity Market (IMEM) 
 
The DOE issued Department Circular No. 2013-05-0008 “Promulgating the Interim Mindanao Electricity 
Market Implementing Rules”. Correspondingly, DOE also issued DC No. 2013-09-0020 approving pertinent 
IMEM Manuals. 
 
The IMEM has the following features: 
 

 Day-ahead pricing and scheduling; 

 Zonal pricing 

 IMEM is for available resource capacity after taking out bilateral contract quantities 

 In-Day Market is for imbalances or deviation from day-ahead schedules only 

 Deviations from day-ahead schedule will be subject to penalties and incentives 
 
The IMEM started on 03 December 2013 and the first IMEM billing period ended on 25 December 2013. The 
first IMEM billing period has not been fully settled and succeeding billing periods were still not billed by PEMC.  
 
As of writing, the DOE has drafted a Department Circular defining a transitory period for the IMEM. The draft 
Department Circular also includes the implementation of Demand Bidding, exemption from penalties of 
NPC/PSALM portfolio and intermittent generating units. 
 
Reserve Market 
 
The DOE issued Department Circular No. DC2013-12-0027, “Declaring the Commercial Launch for the Trading 
of Ancillary Service in Luzon and Visayas under the Philippine Wholesale Electricity Spot Market” dated 
December 2, 2013. The said Department Circular sets the responsibility of the Philippine Electricity Market 
Corporation (PEMC), NGCP, NEA and all WESM Members with regard to the operation of the Reserve Market.  
 
The trial operations started on February 26, 2014, and PEMC is still reviewing its results before certifying 
market readiness. The Pricing and Cost Recovery Mechanism of the Reserve Market is still under review by the 
ERC under ERC Case # 2007-004RC. The last hearing was on March 13, 2014.   
 
The tentative launching of the Reserve Market is on May 26, 2014 for three (3) reserve categories, namely: 
Frequency Regulation, Contingency Reserve and Dispatchable Reserve. The Reserve Market will also include 
the scheduling of the ancillary services under the ASPA with NGCP. 
 
Unbundling of Rates and Removal of Subsidies 
 
The EPIRA mandates that generation, distribution and wheeling charges be unbundled from retail rates and 
that rates reflect the respective costs of providing each service. The EPIRA also states that cross-subsidies shall 
be phased out within a period not exceeding three (3) years from the establishment by the ERC of a universal 
charge, which shall be collected from all electricity end-users. However, the ERC may extend the period for the 
removal of the cross-subsidies for a maximum of one (1) year if it determines there will be material adverse 
effect upon the public interest or an immediate, irreparable, and adverse financial effect on a distribution 
utility. 
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These arrangements are now in place, in satisfaction of the conditions for open access and retail competition. 
 
The EPIRA likewise provides for a socialized pricing mechanism called a lifeline rate to be set by the ERC for 
low-income, captive electricity consumers who cannot afford to pay the full cost of electricity. These end-users 
will be exempt from the cross-subsidy removal for a period of ten years, unless extended by law. 
 
Implementation of PBR 
 
On December 13, 2006, the ERC issued the Rules for Setting Distribution Wheeling Rates for privately-owned 
distribution utilities entering PBR for the second and later entry points, setting out the manner in which this 
new PBR rate-setting mechanism for distribution-related charges will be implemented. PBR replaces the RORB 
mechanism which has historically determined the distribution charges paid by customers. Under PBR, the 
distribution-related charges that distribution utilities can collect from customers over a four-year regulatory 
period is set by reference to projected revenues which are reviewed and approved by the ERC and used by the 
ERC to determine the distribution utility’s efficiency factor. For each year during the regulatory period, the 
distribution utility’s distribution-related charges are adjusted upwards or downwards taking into consideration 
the utility’s efficiency factor as against changes in overall consumer prices in the Philippines. 
 
The ERC has also implemented a PIS whereby annual rate adjustments under PBR will take into consideration 
the ability of a distribution utility to meet or exceed service performance targets set by the ERC, such as the: 
(i) average duration of power outages, (ii) average time of restoration to customers and (iii) average time to 
respond to customer calls, with utilities being rewarded or penalized depending on their ability to meet these 
performance targets. 
 
Cotabato Light’s 2nd Regulatory Period ended on March 31, 2013. A reset process should have been initiated 
18 months prior to the start of the 3rd Regulatory Period covering April 1, 2013 to March 31, 2017. The reset 
process, however, has been delayed due to the issuance of an Issues Paper on the Implementation of PBR for 
Distribution Utilities under the RDWR by the ERC in 2013.  This paper aims to revisit various matters relating to 
the reset process.  The ERC has solicited comments from industry participants and has been holding public 
consultations on the Issues Paper. 

 
In March 2013, VECO and Davao Light filed their rate translation application for the fourth regulatory year 
from July 1, 2013 to June 30, 2014.  The ERC set the distribution, supply and metering charges of Davao Light 
and VECO in its Decisions dated June 24, 2013.  In the case of VECO, since its implementation of the rate 
translation in the third regulatory year was delayed by five months, recovery for the under-recovery was 
included in its MAP recalculation for the fourth regulatory year. A motion for reconsideration was filed by 
VECO on July 26, 2013 for the ERC to amend its rate design to fully achieve the correct Annual Revenue 
Requirement for the fourth regulatory year.  The said motion was decided upon by the ERC in an Order dated 
December 9, 2013 (docketed January 16, 2014) modifying the approved rates in the previous Decision.  The 
under-recoveries arising therefrom may be recovered in the next rate filing under the K-factor (correction 
factor) of the Maximum Average Price formula. 
 
For SEZ's and SFELAPCO’s second regulatory year covering October 1, 2012 to September 30, 2013, SEZ was 
able to implement the new rate schedule in January 2013 while SFELAPCO’s implementation began in April 
2013.  Consequently, the resulting under-recoveries from the lag starting from October 1, 2012 were included 
by SFELAPCO and SEZC as under-recoveries in its rate filings in the third regulatory year.  The said applications 
are under the ERC’s review as of year-end 2013.  SEZC and SFELAPCO will enter its fourth regulatory year this 
October 1, 2014. 
 
Reduction of Taxes and Royalties on Indigenous Energy Resources 
 
To equalize prices between imported and indigenous fuels, the EPIRA mandates the President of the 
Philippines to reduce the royalties, returns and taxes collected for the exploitation of all indigenous sources of 
energy, including but not limited to, natural gas and geothermal steam, so as to effect parity of tax treatment 
with the existing rates for imported coal, crude oil, bunker fuel and other imported fuels. Following the 
promulgation of the implementing rules and regulations, President Arroyo enacted Executive Order No. 100 to 
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equalize the taxes among fuels used for power generation. This mechanism, however, is yet to be 
implemented. 
 
Government Approval Process 
 
As set forth in the EPIRA, power generation is not considered a public utility operation. Thus, an entity 
engaged or intending to engage in the generation of electricity is not being required to secure a franchise. 
However, no person or entity may engage in the generation of electricity unless such person or entity has 
complied with the standards, requirements and other terms and conditions set by the ERC and has received a 
COC from the ERC to operate facilities used in the generation of electricity. A COC is valid for a period of five 
years from the date of issuance. 
 
In addition to the COC requirement, a generation company must comply with technical, financial and 
environmental standards. A generation company must ensure that all its facilities connected to the grid meet 
the technical design and operational criteria of the Grid Code and Distribution Code promulgated by the ERC. 
In this connection, the ERC has issued “Guidelines for the Financial Standards of Generation Companies,” 
which sets the minimum financial capability standards for generation companies. Under the guidelines, a 
generation company is required to meet a minimum annual interest cover ratio or debt service coverage ratio 
of 1.5x throughout the period covered by its COC. For COC applications and renewals, the guidelines require 
the submission to the ERC of, among other things, comparative audited financial statements, a schedule of 
liabilities, and a five-year financial plan. For the duration of the COC, the guidelines also require a generation 
company to submit to the ERC audited financial statements and forecast financial statements for the next two 
fiscal years, among other documents. The failure by a generation company to submit the requirements 
prescribed by the guidelines may be a ground for the imposition of fines and penalties. 
 
In the course of developing a power plant, other permits, approvals and consents must also be obtained from 
relevant national, provincial and local government authorities, relating to, among others, site acquisition, 
construction, operation, including environmental licenses and permits. See the section entitled 
“Environmental Laws” below. 
 
Retail rates charged by Retail Suppliers to Contestable Customers will not require ERC approval, only the retail 
rates charged by Distribution Utilities to their  Captive Customers will be subject to the approval of ERC.   
 
ENVIRONMENTAL LAWS 
 
Development projects that are classified by law as environmentally critical or projects within statutorily 
defined environmentally critical areas are required to obtain an ECC prior to commencement. The Department 
of Environment and Natural Resources, through its regional offices or through the Environmental 
Management Bureau, determines whether a project is environmentally critical or located in an 
environmentally critical area. As a requisite for the issuance of an ECC, an environmentally critical project is 
required to submit an EIS to the Environmental Management Bureau while a project in an environmentally 
critical area are generally required to submit an Initial Environmental Examination to the proper Department 
of Environment and Natural Resources regional office. In the case of an environmentally critical project within 
an environmentally critical area, an EIS is required. The construction of major roads and bridges are 
considered environmentally critical projects for which EISs and ECCs are mandatory. 
 
The EIS refers to both the document and the study of a project’s environmental impact, including a discussion 
of the direct and indirect consequences to human welfare and ecological as well as environmental integrity. 
The Initial Environmental Examination refers to the document and the study describing the environmental 
impact, including mitigation and enhancement measures, for projects in environmentally critical areas. 
 
While the terms and conditions of an EIS or an Initial Environmental Examination may vary from project to 
project, as a minimum, it contains all relevant information regarding the project’s environmental effects. The 
entire process of organization, administration and assessment of the effects of any project on the quality of 
the physical, biological and socio-economic environment as well as the design of appropriate preventive, 
mitigating and enhancement measures is known as the EIS System. The EIS System successfully culminates in 
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the issuance of an ECC. The issuance of an ECC is a government certification that the proposed project or 
undertaking will not cause a significant negative environmental impact; that the proponent has complied with 
all the requirements of the EIS System and that the proponent is committed to implement its approved 
Environmental Management Plan in the EIS or, if an Initial Environmental Examination was required, that it 
shall comply with the mitigation measures provided therein. 
 
Project proponents that prepare an EIS are required to establish an Environmental Guarantee Fund when the 
ECC is issued for projects determined by the Department of Environment and Natural Resources to pose a 
significant public risk to life, health, property and the environment or where the project requires rehabilitation 
or restoration. The Environmental Guarantee Fund is intended to meet any damage caused by such a project 
as well as any rehabilitation and restoration measures. Project proponents that prepare an EIS are required to 
include a commitment to establish an Environmental Monitoring Fund when an ECC is eventually issued. In 
any case, the establishment of an Environmental Monitoring Fund must not be later than the initial 
construction phase of the project. The Environmental Monitoring Fund shall be used to support the activities 
of a multi-partite monitoring team which will be organized to monitor compliance with the ECC and applicable 
laws, rules and regulations. 
 
RENEWABLE ENERGY ACT OF 2008 
 
Republic Act No. 9513, otherwise known as the Renewable Energy Act of 2008 (the “RE Law”) was approved in 
2008. The RE Law provides for the acceleration and development of renewable resources. It aims to increase 
the utilization of renewable energy which will provide enhanced market and business opportunities for the 
renewable energy generation subsidiaries of Aboitiz Power.  For a more extensive discussion of the RE Law,see 
the section entitled “The Renewable Energy Act of 2008 on page223.  
 
The RE Law became effective in January 31, 2009.  The RE Law stipulates the acceleration and development of 
renewable resources. Its policy is to increase the utilization of renewable energy which will provide enhanced 
market and business opportunities for the renewable energy generation subsidiaries of Abotiiz Power. 
 
The DOE Department Circular No. 2009-05-0008, entitled Rules and Regulations Implementing Republic Act 
No. 9513 was issued on 25 May 2009. However, to fully implement the RE Law, the Renewable Portfolio 
Standards, the RE Market and the changes in the WESM Rules for intermittent generation should still be 
implemented. 
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MATERIAL AND OTHER CONTRACTSIN THE ORDINARY COURSE OF BUSINESS 
 

As of the date of this Prospectus, the Company is not a party to any material contracts, except for contracts 
entered into in the ordinary course of business. 
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DESCRIPTION OF PROPERTIES 
 
The Company’s head office is located at the 32

nd
 Street, Bonifacio Global City, Taguig City, Metro Manila, 

Philippines. Its offices at the NAC Tower, 32
nd

 Street, Bonifacio Global City, Taguig City, Metro Manila, 
Philippines is leased from Manta Equities, Inc. for a period of ten years from 2013, renewable for another five 
(5) years. Manta Equities, Inc. has no relationship to the Company.  

 
On a consolidated basis, in 2013, Aboitiz Power’s Property, Plant and Equipment were valued at Php106.75 
Billion as compared to Php85.15 Billion for 2012. The breakdown of the Company’s Property, Plant and 
Equipment as of December 31, 2013 and December 31, 2012 is as follows: 

 

Property, Plant and Equipment 2013 2012 

Land Php1,079,468 Php854,556 

Buildings, Warehouses and Improvements 3,239,327 2,628,001 

Powerplant, Equipment and Steamfield Assets 84,148,750 75,733,614 

Transmission, Distribution and Substation Equipment 10,866,448 5,879,842 

Transporation Equipment 903,676 622,169 

Office Furniture, Fixtures and Equipment 342,447 326,682 

Leasehold Improvements 621,144 448,001 

Electrical Equipment 2,433,283 1,934,437 

Meter and Laboratory Equipment 1,076,246 540,541 

Tools and Others 533,276 399,368 

Construciton Progress 20,622,391 11,585,972 

Less: Accumulated Depreciation and Amortization 19,171,705 15,807,855 

TOTAL Php106,754,751 Php85,145,298 

Note: Values for the above table are in thousand Php. 

 
Locations of Principal Properties and Equipment of the Company’s Subsidiaries are as follows: 

 
 
TSI’s property located at Davao City and Davao del Sur is currently mortgaged as security for TSI’s Php24 bn 
syndicated loan. The syndicated loan was secured to finance the development, engineering, design, 
construction, operation and maintenance of the company’s electric power generation facilities in Davao.  
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Subsidiary Description Location/Address Condition 

Cotabato Light Industrial land, buildings / 
plants, equipment and 
machineries 

Sinsuat Avenue, 
Cotabato City 

In use for operations 

Davao Light Industrial land, buildings / 
plants, equipment and 
machineries 

P. Reyes Street, Davao 
City and Bajada, 
Davao City 

In use for operations 

Hedcor Hydropower plants Kivas, Banengneng, 
Benguet; Beckel, La 
Trinidad, Benguet, 
Beineng, La Trinidad, 
Benguet; Sal-angan, 
Ampucao, Itogon, 
Benguet; and Bakun, 
Benguet 

In use for operations 

Hedcor Sibulan Hydropower plant Santa Cruz, Sibulan, 
Davao del Sur 

In use for operations 

CPPC Bunker C thermal power plant Cebu City, Cebu In use for operations 

APRI Geothermal power plants Tiwi, Albay, Caluan, 
Laguna; and Sto. 
Tomas, Batangas 

In use for operations 

TMI Barge-mounted diesel power 
plants 

Nasipit, Agusan del 
Norte an dBarangay 
San Roque, Maco, 
Compostela Valley 

In use for operations 

TMO Barge-mounted diesel power 
plants 

Navotas Fishport, 
Manila 

In use for operation 

TSI Land Davao City and Davao 
del Sur 

For plant site 

TVI Land Bato, Toledo, Cebu For plant site 
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CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING 

AND FINANCIAL DISCLOSURE 
 
As a policy, the Board Audit Committee makes recommendations to the Board of Directors concerning the 
choice of external auditor and pre-approves audit plans, scope and frequency before the audit is conducted. 

 
Audit services of SGV for 2013 and 2012 were pre-approved by the Board Audit Committee. The Board Audit 
Committee also reviewed the extent and nature of these services to ensure that the independence of the 
externalauditors was preserved. 

 
The SGV accounting firm has been AboitizPower’s Independent Public Accountant for the last 15 years. Ms. 
Leovina Mae V. Chu is AboitizPower’s audit partner for 2013. She replaced Mr. Ladislao Z. Avila, Jr., who 
served as audit partner in 2011. AboitizPower complies with the requirements of Section 3(b)(ix) of SRC Rule 
68 on the rotation of external auditors or signing partners and the two-year cooling off period. 
Representatives of SGV will be present during the annual meeting and will be given the opportunity to make a 
statement if they so desire.  They are also expected to respond to appropriate questions if needed. 
 
There was no event in the past 15years where AboitizPower and SGV or the handling partner had any 
disagreementwith regard to any matter relating to accounting principles or practices, financial statements, 
disclosures or auditingscopes or procedures. 
 
SGV does not have any direct or indirect interest in the Company.  
 
In its regular meeting on February 27, 2014, the Board Corporate Governance Committee of AboitizPower 
approved the inclusion in the Agenda for the 2014Annual Stockholders’ Meeting, a proposal to delegate to the 
Board the authority to appoint the Company’s external auditors for 2014. The proposal is intended to give the 
Board Audit Committee sufficient time to evaluate the different auditing firms who have submitted 
engagement proposals to act as AboitizPower’s external auditor for 2014. As a matter of policy, the Board 
Audit Committee makes recommendation to the Board concerning the choice of external auditor. Mr. Carlos 
C. Ejercito replaced Mr. Jose R. Facundo as the Chairman of the Board Audit Committee. He was appointed 
during the Company’s Organizational Meeting held last May 19, 2014.  The current members of the Board 
Audit Commitee are Messrs. Antonio R. Moraza, Romeo L. Bernardo, Alfonso A. Uy and Mikel A. Aboitiz.. 
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FINANCIAL INFORMATION 
 

ABOITIZ POWER CORPORATION AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
(Amounts in Thousands) 

(Unaudited) 
 
 
 March 31, 2014 December 31, 2013 

ASSETS   

Current Assets   
Cash and cash equivalents Php34,601,203 Php31,383,499 
Trade and other receivables 12,205,536 13,037,999 
Derivative assets 20,350 30,900 
Inventories 2,573,689 2,841,387 
Other current assets 2,194,418 1,736,966 

Total Current Assets 51,595,196 49,030,751 

Noncurrent Assets   
Investments in and advances to associates 25,257,037 25,330,356 
Property, plant and equipment 109,956,836 106,754,751 
Intangible asset - service concession rights 3,676,769 3,663,275 
Investment property 13,300 13,300 
Available-for-sale (AFS) investments - net of impairment  

of P=5,254 6,654 6,654 
Goodwill 806,090 806,090 
Net pension assets 9,537 10,468 
Deferred income tax assets 311,218 519,689 
Other noncurrent assets 8,560,481 7,803,483 

Total Noncurrent Assets 148,597,922 144,908,066 

TOTAL ASSETS Php200,193,118 Php200,193,118 

   

LIABILITIES AND EQUITY   

Current Liabilities   
Current portions of:   
 Long-term debts Php814,379 Php832,877 
 Finance lease obligation 780,905 780,905 
 Long-term obligation on power distribution system  40,000 40,000 
Trade and other payables 13,653,837 15,075,584 
Derivative liabilities – 23 
Income tax payable 663,415 348,145 

Total Current Liabilities 663,415 17,077,534 

(Forward)  
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 March 31, 2014 December 31, 2013 

Noncurrent Liabilities   
Noncurrent portions of:   
 Long-term debts Php25,177,343 Php22,455,062 
 Finance lease obligation 54,480,678 54,421,858 
 Long-term obligation on power distribution system 231,903 223,865 
Customers’ deposits 5,234,286 5,138,155 
Asset retirement obligation 2,038,461 2,008,669 
Net pension liabilities 449,316 452,807 
Deferred income tax liabilities 1,196,554 910,110 

Total Noncurrent Liabilities 88,808,541 85,610,526 

Total Liabilities 104,761,077 121,838,611 

Equity Attributable to Equity Holders of the Parent    
Capital stock 7,358,604 7,358,604 
Additional paid-in capital  12,588,894 12,588,894 
Share in net unrealized valuation gains on AFS 

 investments of an associate 88,187 88,187 
Cumulative translation adjustments (22,547) (24,511) 
Share in cumulative translation adjustments of associates (313,315) (388,557) 
Actuarial losses on defined benefit plans (694,746) (694,746) 
Share in actuarial losses on defined benefit plans of associates (31,815) (31,815) 
Acquisition of non-controlling interests (259,147) (259,147) 
Retained earnings 73,169,898 68,991,854 

 91,884,013 87,628,763 
Non-controlling Interests 3,548,028 3,621,994 

Total Equity 95,432,041 98,980,069 

TOTAL LIABILITIES AND EQUITY Php200,193,118 Php200,193,118 
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF INCOME 
(Amounts in Thousands, Except Earnings Per Share Amounts) 
(Unaudited) 
 

 
Jan- Mar 

2014 
Jan-Mar 

2013 

 
OPERATING REVENUES Php20,699,685 Php13,304,289 
   
OPERATING EXPENSES 14,844,957 8,419,948 
FINANCIAL INCOME (EXPENSES)   
Interest income 108,563 166,138 
Interest expense and other financing costs (1,690,968) (1,426,224) 

 (1,582,405) (1,260,086) 

OTHER INCOME (EXPENSES)   
Share in net earnings of associates 793,313 960,121 
Other income – net 206,486 331,754 

 999,799 1,291,875 

INCOME BEFORE INCOME TAX 5,272,122 4,916,130 
PROVISION FOR INCOME TAX 837,356 225,379 

NET INCOME Php4,434,766 Php4,690,751 

ATTRIBUTABLE TO:   
Equity holders of the parent  Php4,178,044 Php4,594,828 
Non-controlling interests 256,722 95,923 

 Php4,434,766 Php4,690,751 

EARNINGS PER COMMON SHARE   
Basic and diluted, for income for the year attributable to ordinary equity 

holders of the parent Php0.57 Php0.62 

See Disclosure G for the computation of Earnings per Common Share. 
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  
(Amounts in Thousands) 
(Unaudited) 
 

 
Jan-Mar 

2014 
Jan-Mar 

2013 

   
NET INCOME ATTRIBUTABLE TO:   
Equity holders of the parent Php4,178,044 Php4,594,828 
Non-controlling interests  256,722 95,923 

 Php4,434,766 Php4,690,751 

OTHER COMPREHENSIVE INCOME    
Other comprehensive income that may be reclassified to profit or 

loss in subsequent periods:   
 Movement in cumulative translation adjustments 1,964 982 
 Share in movement in cumulative translation adjustment of 

associates 75,242 52,740 

Net other comprehensive income (loss) to be reclassified to 
profit or loss in subsequent periods 77,206 53,722 

TOTAL COMPREHENSIVE INCOME Php8,946,738 Php9,435,224 

ATTRIBUTABLE TO:   
Equity holders of the parent Php4,255,250 Php4,648,550 
Non-controlling interests  256,722 95,923 

 Php4,511,972 Php4,744,473 
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
FOR THE PERIODS ENDED MARCH 31, 2014, DECEMBER 31, 2013 AND MARCH 31, 2013 
(Amounts in Thousands, Except Dividends Per Share Amounts) 
(Unaudited) 
 
 

 

Attributable to Equity Holders of the Parent 
  

 Capital Stock  
Additional 

Paid-in Capital 

Share in Net 
Unrealized 

Valuation Gains 
on AFS Investments 

of an Associate 

Movement in 
Cumulative 
Translation 

Adjustments 

Share in 
Cumulative 
Translation 

Adjustments of 
Associates 

Actuarial Losses on 
Defined Benefit 

Plans 

Share in Actuarial 
Losses on Defined 

Benefit Plans of 
Associates 

Acquisition of Non-
controlling 

Interests Retained Earnings  
Non-controlling 

Interests 

 
 
 
 
 
 

Total 

Balances at January 1, 2014 Php7,358,604 Php12,588,894 Php88,187 (Php24,511) (Php388,557) (Php694,746) (Php31,815) (Php259,147) Php68,991,854 Php3,621,994 Php91,250,757 

Net income for the period – – – – – – – – 4,178,044 256,722 4,434,766 
Other comprehensive income            
Movement in cumulative translation 

adjustments – – – 1,964 – – – – – – 1,964 
Share in movement in cumulative translation 

adjustment of associates  – – – – 75,242 – – – – – 75,242 

Total comprehensive income 
for the period – – – 1,964 75,242 – – – 4,178,044 256,722 4,511,972 

Cash dividends paid to non-controlling 
interests 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– (330,667) (330,667) 

Change in non-controlling interests – – – – – – – – – (21) (21) 

Balances at March 31, 2014 Php7,358,604 Php12,588,894 Php88,187 (Php22,547) (Php313,315) (Php694,746) (Php31,815) (Php259,147) Php73,169,898 Php3,548,028 Php95,432,041 

            
Balances at January 1, 2013 7,358,604 12,588,894 85,296 (169,845) (847,589) (402,108) (91,474) (259,147) 62,630,292 1,566,040 82,458,963 

Net income for the period – – – – – – – – 4,594,828 95,923 4,690,751 
Other comprehensive income            
Movement in cumulative translation 

adjustments – – – 982 – – – – – – 982 
Share in movement in cumulative translation 

adjustment of associates  – – – – 52,740 – – – – – 52,740 

Total comprehensive income 
for the period – – – 982 52,740 – – – 4,594,828 95,923 4,744,473 

Cash dividends paid to non-controlling 
interests 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– 

 
– (45,624) (45,624) 

Change in non-controlling interests – – – – – – – – – (1) (1) 

Balances at March 31, 2013 Php7,358,604 Php12,588,894 Php85,296 (Php168,863) (Php794,849) (Php402,108) (Php91,474) (Php259,147) Php67,225,120 Php1,616,338 Php87,157,811 

 
(Forward)  
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- 2 - 
 
 

 
Attributable to Equity Holders of the Parent 

  

 
 Capital Stock  

Additional 
Paid-in Capital 

Share in Net 
Unrealized 

Valuation Gains on 
AFS Investments of 

an Associate 

Movement in 
Cumulative 
Translation 

Adjustments 

Share in Cumulative 
Translation 

Adjustments of 
Associates 

Actuarial Losses on 
Defined Benefit 

Plans 

Share in Actuarial 
Losses on Defined 

Benefit Plans of 
Associates 

Acquisition of 
Non-controlling 

Interests Retained Earnings  
Non-controlling 

Interests 

 
 
 
 
 
 

Total 

Balances at January 1, 2013 7,358,604 12,588,894 85,296 (169,8245) (847,589) (402,108) (91,474) (259,147) 62,630,292 1,566,040 82,458,963 

Net income for the year – – – – – – – – 18,576,845 834,492 19,411,337 
Other comprehensive income(loss)            
Share in net unrealized valuation gains on AFS 

investments of an associate  – – 2,891 – – – – – – – 2,891 
Movement in cumulative translation 

adjustments – – – 145,334 – – – – – – 145,334 
Share in movement in cumulative translation 

adjustment of associates  – – – – 459,032 – – – – – 459,032 
Actuarial losses on defined benefit plans, net 

of tax  – – – – – (292,638) – – – (70,453) (363,091) 
Share in actuarial losses on defined benefit 

plans of associates – – – – – – 59,659 – – – 59,659 

Total comprehensive income (loss) 
for the year – – 2,891 145,334 459,032 (292,638) 59,659 – 18,576,845 764,039 19,715,162 

Cash dividends - Php1.66 a share – – – – – – – – (12,215,283) – (12,215,283) 
Cash dividends paid to non-controlling 

interests 
 

– 
 

– 
 

– 
 

– 
 

– 
 

– 
 

– 
 

– 
 

– (612,229) (612,229) 
Change in non-controlling interests – – – – – – – – – 1,904,144 1,904,144 

Balances at December 31, 2013 Php7,358,604 Php12,588,894 Php88,187 (Php24,511) (Php388,557) (Php694,746) (Php31,815) (Php259,147) Php68,991,854 Php3,621,994 Php91,250,757 
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Amounts in Thousands) 
(Unaudited) 
 

 
Jan-Mar 

2014 
Jan-Mar 

2013 

CASH FLOWS FROM OPERATING ACTIVITIES   
Income before income tax Php5,272,122 Php4,916,130 
Adjustments for:   

Interest expense and other financing costs  1,690,968 1,426,224 
Depreciation and amortization  1,058,421 854,001 
Net unrealized foreign exchange losses (gains) 248,498 (150,691) 
Amortization of software  5,151 5,462 
Unrealized fair valuation gains on derivatives 257 – 
Loss (gain) on sale of property, plant and equipment 234 (5,215) 
Share in net earnings of associates  (793,313) (960,121) 
Interest income  (108,563) (166,138) 

Operating income before working capital changes 7,373,775 5,919,652 
Decrease (increase) in operating assets 505,035 (470,401) 
Decrease in operating liabilities (1,197,213) (713,801) 

Net cash generated from operations 6,681,597 4,735,450 
Income and final taxes paid 80,932 (19,120) 

Net cash flows from operating activities 6,762,529 4,716,330 

 
CASH FLOWS FROM INVESTING ACTIVITIES   
Cash dividends received  941,874 630,007 
Interest received 112,173 204,597 
Additions to:   

Property, plant and equipment  (4,237,651) (1,318,762) 
Intangible assets - service concession rights  (5,730) (39,241) 

Increase in other noncurrent assets (785,880) 427,470 

Additional AFS investments  – (200) 

Net cash flows used in investing activities (3,975,214) (96,129) 

CASH FLOWS FROM FINANCING ACTIVITIES   

Net proceeds (payment) of long-term debt 2,679,482 (8,114,709) 

Cash dividends paid  – (1,618,893) 

Payment of finance lease obligation (1,728,343) (1,651,649) 

Net payment of bank loans  – (284,022) 

Changes in non-controlling interests (330,667) (45,624) 

Interest paid (205,575) (58,116) 

Payments to a preferred shareholder of a subsidiary  – (31,070) 

Decrease in derivative liabilities – (5,860) 

Net cash flows from (used in) financing activities 414,897 (11,809,943) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,202,212 (7,189,742) 

EFFECT OF EXCHANGE RATE CHANGES  
ON CASH AND CASH EQUIVALENTS  15,492 (9,240) 

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 31,383,499 30,678,493 

CASH AND CASH EQUIVALENTS AT END OF YEAR  Php34,601,203 Php23,479,511 
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 

CONSOLIDATED FINANCIAL STATEMENTS SCHEDULES AND DISCLOSURES 
(Amounts in Thousands, Except Earnings per Share and Exchange Rate Data and When Otherwise Indicated) 
 

A. Components of Other Comprehensive Income 

  
Jan-Mar 

2014 
Jan-Mar 

2013 

Share in movement in cumulative translation adjustments of 
associates Php75,242 Php52,740 

Movement in cumulative translation adjustments 1,964 982 

     

Other comprehensive income (loss) for the period – net of tax Php77,206 Php53,722 

 
 

B. Tax Effects Relating to Each Component of Other Comprehensive Income 

  Jan-Mar 2014 

 Before-Tax Tax (Expense)  Net-of-Tax  

  Amount Benefit  Amount  

Share in movement in cumulative translation 
adjustments of associates Php75,242  – Php75,242 

Movement in cumulative translation adjustments 1,964 – 1,964 

Other comprehensive income (loss) for the period  Php77,206 – Php77,206 

 
 Jan-Mar 2013 

 Before-Tax Tax (Expense)  Net-of-Tax  

  Amount Benefit  Amount  

Share in movement in cumulative translation 
adjustments of associates Php52,740  – Php52,740 

Movement in cumulative translation adjustments 982 – 982 

Other comprehensive income (loss) for the period  Php53,722 – Php53,722 

 
 

C. Investments in and Advances to Associates 
 
The Group’s associates and the corresponding equity ownership are as follows: 

 
  % Ownership 

 Nature of Business March 2014 

MORE Holding company 83.33 
SN Aboitiz Power-Magat, Inc. Power generation 50.00 
SN Aboitiz Power-Benguet, Inc.  Power generation 50.00 
East Asia Utilities Corporation Power generation 50.00 
Hijos de F. Escaño, Inc. Holding company 46.73 
San Fernando Electric Light & Power Co., Inc. Power distribution 43.78 
Pampanga Energy Ventures, Inc. Holding company 42.84 
STEAG State Power, Inc. Power generation 34.00 
AEV Aviation, Inc. Service 26.69 
Cebu Energy Development Corp. Power generation 26.40 
Redondo Peninsula Energy, Inc. Power generation 25.00 
Southern Philippines Power Corporation Power generation 20.00 
Western Mindanao Power Corporation Power generation 20.00 
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March 

2014 
December 

2013 

Acquisition cost:   
 Balance at beginning of the year Php18,142,549 Php18,700,407 
 Additions during the year – 426,149 
 Step-acquisition to subsidiary – (667,078) 
 Disposals during the year – (316,929) 

 Balance at end of year 18,142,549 18,142,549 

Accumulated equity in net earnings:   
 Balance at beginning of the year 7,668,703 7,137,367 
 Share in net earnings 793,313 6,474,370 
 Dividends received or receivable (941,874) (5,203,981) 
 Step-acquisition to subsidiary – (739,053) 

 Balance at end of year 7,520,142 7,668,703 

Share in cumulative translation adjustments  
of associates  (313,315) (388,557) 

Share in actuarial losses of associates (31,815) (31,815) 
Share in unrealized valuation gain on AFS investment 

of an associate 88,187 88,187 

 25,405,748 25,479,067 
Less allowance for impairment loss 568,125 568,125 

Investments in associates at equity 24,837,623 24,910,942 
Advances to associates 419,414 419,414 

 Php25,257,037 Php25,330,356 

 
 

D. Trade and Other Payables 
 

 
March 

2014 
December 

2013 

Trade payables Php6,296,272 Php8,451,070 

DOSRI – – 
Others  7,357,565 6,624,514 

 Php13,653,837 Php15,075,584 
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E. Long-term Debts 
 

 Interest Rate 
March 

2014 
December 

2013 

Subsidiaries:    
TSI    

Financial institution - secured 4.50% - 5.12% 19,169,126 16,437,658 
VECO     

Financial institution - unsecured 3.50% - 4.81% 2,000,000 2,000,000 
Non-financial institution - secured  6.20% 23,022 48,010 

LHC    
 Financial institutions - secured 2.00% - 2.75% 1,996,957 1,978,240 
DLP    
 Financial institution - unsecured 3.50% - 4.81%  1,500,000 1,500,000 
HI    
 Financial institution - secured 5.25% 873,000 900,000 
SEZ    
 Financial institution - unsecured 5.61% - 6.06% 452,000 452,000 
CLP    
 Financial institution - unsecured 3.50% - 4.81% 300,000 300,000 

  26,314,105 23,615,908 
Less deferred financing costs  322,383 327,969 

  25,991,722 23,287,939 
Less current portion - net of deferred financing costs  814,379 832,877 

  Php25,177,343 Php22,455,062 

 
 

F. Debt Securities 
 

As of March 31, 2014, there are no outstanding debt securities issued by the Group. 
 
 

G. Earnings Per Common Share 
 

Earnings per common share amounts were computed as follows: 
 

 
Jan-Mar 

2014 
Jan-Mar 

2013 

a. Net income attributable to equity holders of the parent Php4,178,044 Php4,594,828 
b. Weighted average number of common shares issued and outstanding   7,358,604,307 7,358,604,307 

 Earnings per common share (a/b) Php0.57 Php0.62 

 
There are no dilutive potential common shares as of March 31, 2014 and 2013. 
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H. Operating Segment Information 
 

Operating segments are components of the Group that engage in business activities from which they 
may earn revenues and incur expenses, whose operating results are regularly reviewed by the Group’s 
Chief Operating Decision Maker (CODM) to make decisions about how resources are to be allocated to 
the segment and assess their performances, and for which discrete financial information is available.   

 
For purposes of management reporting, the Group’s operating businesses are organized and managed 
separately according to services provided, with each segment representing a strategic business 
segment.  The Group’s identified operating segments, which are consistent with the segments reported 
to the Board of Directors (BOD), which is the Group’s CODM, are as follows: 

 
 “Power Generation” segment, which is engaged in the generation and supply of power to various 

customers under power supply contracts, ancillary service procurement agreements and for trading in 
WESM; 

 “Power Distribution” segment, which is engaged in the distribution and sale of electricity to the end-
users; and 

 “Parent Company and Others”, which includes the operations of the Company, retail electricity sales 
to various off takers that are considered to be eligible  contestable customers and electricity related 
services of the Group such as installation of electrical equipment.  

 
The Group has only one geographical segment as all of its assets are located in the Philippines.  The Group 
operates and derives principally all of its revenue from domestic operations.  Thus, geographical business 
information is not required. 

 
Management monitors the operating results of its segments separately for the purpose of making 
decisions about resource allocation and performance assessment.  Segment revenue and segment 
expenses are measured in accordance with PFRS.  The presentation and classification of segment revenue 
and segment expenses are consistent with the consolidated statement of income.  Interest expense and 
financing charges, depreciation and amortization expense and income taxes are managed on a per 
segment basis.   
 
The Group has inter-segment revenues in the form of management fees as well as inter-segment sales of 
electricity which are eliminated in consolidation.  The transfers are accounted for at competitive market 
prices on an arm’s-length transaction basis. 
 
Segment assets do not include deferred income tax assets, pension asset and other noncurrent assets.  
Segment liabilities do not include deferred income tax liabilities, income tax payable and pension liability.  
Adjustments as shown below include items not presented as part of segment assets and liabilities. 

 
Revenue is recognized to the extent that it is probable that economic benefits will flow to the Group, and 
that the revenue can be reliably measured.   
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Financial information on the operations of the various business segments are summarized as 
follows: 

 

March 31, 2014 

 
Power 

Generation 
Power 

Distribution 

Parent 
Company/ 

Others 
Eliminations and 

Adjustments Consolidated 

REVENUE      
External Php9,437,034 Php8,737,653 Php2,524,998 Php– Php20,699,685 
Inter-segment 2,479,862 – 61,342 (2,541,204) –  

Total Revenue Php11,916,896 Php8,737,653 Php2,586,340 (Php2,541,204) Php20,699,685 

Segment Results Php5,002,786 Php827,565 Php24,377 Php– 5,854,728 
Unallocated corporate  income - net 37,855 155,958 12,673 – 206,486 

INCOME FROM OPERATIONS 5,040,641 983,523 37,050 – 6,061,214 
Interest expense (1,627,371) (58,870) (4,727) – (1,690,968) 
Interest income 40,645 8,793 59,125 – 108,563 
Share in net earnings of associates 768,993 24,750 4,166,995 (4,167,425) 793,313 
Provision for income tax (543,789) (262,469) (31,098) – (837,356) 

NET INCOME Php3,679,118 Php695,727 Php4,227,345 (Php4,167,425) Php4,434,766 

OTHER INFORMATION      
Investments in Associates Php23,699,031 Php765,019 Php87,349,263 (Php86,975,690) Php24,837,623 

Segment Assets Php165,453,043 Php18,811,380 Php106,836,357 (Php90,907,662) Php200,193,118 

Segment Liabilities Php86,817,740 Php14,127,722 Php15,127,029 (Php11,311,414) Php104,761,077 

Depreciation and Amortization Php791,804 Php247,673 Php4,774 Php19,321 Php1,063,572 

 
 
March 31, 2013 

 
Power 

Generation 
Power 

Distribution 

Parent 
Company/ 

Others 
Eliminations and 

Adjustments Consolidated 

REVENUE      
External Php9,514,644 Php3,765,589 Php24,056 Php– Php13,304,289 
Inter-segment 373,652 – 85,396 (459,048) – 

Total Revenue Php9,888,296 Php3,765,589 Php109,452 (Php459,048) Php13,304,289 

Segment Results Php4,368,921 Php513,632 Php1,788 Php– Php4,884,341 
Unallocated corporate  income - net 239,329 89,673 2,751 – 331,754 

INCOME FROM OPERATIONS 4,608,250 603,305 4,539 – 5,216,095 
Interest expense (1,340,252) (25,142) (60,830) – (1,426,224) 
Interest income 147,123 3,625 15,390 – 166,138 
Share in net earnings of associates 706,172 263,178 4,635,979 (4,645,208) 960,121 
Provision for income tax (72,413) (152,130) (836) – (225,379) 

NET INCOME Php 4,048,880 Php 692,836 Php4,594,243 (Php4,645,208) Php4,690,751 

OTHER INFORMATION      
Investments in Associates Php22,519,644 Php2,441,179 Php82,658,340 (Php82,258,482) Php25,360,681 

Segment Assets Php137,919,812 Php10,188,825 Php85,918,350 (Php77,141,342) Php156,885,645 

Segment Liabilities Php63,952,761 Php5,581,895 Php183,804 Php9,373 Php69,727,833 

Depreciation and Amortization Php715,963 Php138,282 Php5,218 Php– Php859,463 

 
 
 
 

I. Financial Risk Management Objectives and Policies 
 

The Group’s principal financial instruments comprise cash and cash equivalents and long-term debts.  The 
main purpose of these financial instruments is to raise finances for the Group’s operations.  The Group has 
various other financial instruments such as trade and other receivables, AFS investments, bank loans, 
trade and other payables, finance lease obligation, payable to preferred shareholder of a subsidiary, long-
term obligation on power distribution system and customers’ deposits, which generally arise directly from 
its operations. 
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The Group also enters into derivative transactions, particularly foreign currency forwards, to economically 
hedge its foreign currency risk from foreign currency denominated liabilities and purchases. 

 
Risk Management Structure 
The BOD is mainly responsible for the overall risk management approach and for the approval of risk 
strategies and principles of the Group. 

 
Financial risk committee 
The Financial Risk Committee has the overall responsibility for the development of risk strategies, 
principles, frameworks, policies and limits.  It establishes a forum of discussion of the Group’s approach to 
risk issues in order to make relevant decisions. 

 
Treasury service group 
The Treasury Service Group is responsible for the comprehensive monitoring, evaluating and analyzing of 
the Group’s risks in line with the policies and limits. 

 
The main risks arising from the Group’s financial instruments are interest rate risk resulting from 
movements in interest rates that may have an impact on outstanding long-term debt; credit risk involving 
possible exposure to counter-party default on its cash and cash equivalents, AFS investments and trade 
and other receivables; liquidity risk in terms of the proper matching of the type of financing required for 
specific investments; and foreign exchange risk in terms of foreign exchange fluctuations that may 
significantly affect its foreign currency denominated placements and borrowings.  
 
Liquidity risk 
Liquidity risk is the risk of not meeting obligations as they become due because of the inability to liquidate 
assets or obtain adequate funding.The Group maintains sufficient cash and cash equivalents to finance its 
operations.  Any excess cash is invested in short-term money market placements.  These placements are 
maintained to meet maturing obligations and pay any dividend declarations. 

 
In managing its long-term financial requirements, the Group’s policy is that not more than 25% of long-
term borrowings should mature in any twelve-month period.  1.84% of the Group’s debt will mature in 
less than one year as of March 31, 2014 (December 31, 2013: 1.93%).  For its short-term funding, the 
Group’s policy is to ensure that there are sufficient working capital inflows to match repayments of short-
term debt. 

 
The financial assets that will be principally used to settle the financial liabilities presented in the following 
table are from cash and cash equivalents and trade and other receivables.  Cash and cash equivalents can 
be withdrawn anytime while trade and other receivables are expected to be collected/realized within one 
year. 

 
The following tables summarize the maturity profile of the Group’s financial liabilities as of March 31, 
2014 based on contractual undiscounted payments: 
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March 31, 2014 

 
 

 Total      
 carrying Contractual undiscounted principal payments 

 value Total On demand <1 year 1 to 5 years > 5 years 

Trade and other payables Php11,535,555 Php11,535,555 Php 1,532 Php11,534,023 Php– Php– 
Customers’ deposits 5,234,286 5,234,286 – – 25,299 5,208,987 
Finance lease obligation 55,261,583 99,694,447 – 6,611,212 29,655,864 63,427,371 
Long-term obligation on power 

distribution system 271,903 560,000 – 40,000 200,000 320,000 
Long-term debts 25,991,722 26,314,105 – 814,379 6,920,413 18,579,313 

 Php196,590,098 Php286,676,786 Php1,532 Php37,999,208 Php73,603,172 Php175,071,342 

 
 

Market Risk 
The risk of loss, immediate or over time, due to adverse fluctuations in the price or market value of 
instruments, products, and transactions in the Group’s overall portfolio (whether on or off-balance sheet) 
is market risk.  These are influenced by foreign and domestic interest rates, foreign exchange rates and 
gross domestic product growth. 

 
Interest rate risk 
The Group’s exposure to market risk for changes in interest rates relates primarily to its long-term debt 
obligations.  To manage this risk, the Group determines the mix of its debt portfolio as a function of the 
level of current interest rates, the required tenor of the loan, and the general use of the proceeds of its 
various fund raising activities.  As of March 31, 2014, 8% of the Group’s long-term debt had floating 
interest rates ranging from 2.00% to 2.75%, and 92% have fixed rates ranging from 3.50% to 6.20%.  As of 
December 31, 2013, 8% of the Group’s long-term debt had floating interest rates ranging from 2.00% to 
2.75%, and 92% have fixed rates ranging from 3.50% to 6.20%.   

 
The following tables set out the carrying amounts, by maturity, of the Group’s financial instruments that 
are exposed to cash flow interest rate risk: 

 
As of March 31, 2014 

 

 <1 year 1-5 years >5 years Total 

Floating rate - long-term debt Php264,857 Php1,222,230 Php498,878 Php1,985,965 
 

As of December 31, 2013 
 

 <1 year 1-5 years >5 years Total 

Floating rate - long-term debt Php259,502 Php1,212,049 Php495,004 Php1,966,555 
 
 
Interest on financial instruments classified as floating rate is repriced at intervals of less than one year.  
Interest on financial instruments classified as fixed rate is fixed until the maturity of the instrument.  The 
other financial instruments of the Group that are not included in the above tables are non-interest-
bearing and are therefore not subject to interest rate risk.  The Group’s derivative assets and liabilities are 
subject to fair value interest rate risk. 
 
The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all 
other variables held constant, of the Group’s income before tax (through the impact on floating rate 
borrowings): 
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Increase 
(decrease) in 

basis points 

Effect  
on income 
before tax 

March 31, 2014 200 (Php39,719) 

 (100) 19,860 
December 31, 2013 200 (Php39,331) 

 (100) 19,666 
 

The Group’s sensitivity to an increase/decrease in interest rates pertaining to derivative instruments is 
expected to be insignificant due to their short-term maturities and immateriality relative to the total 
assets and liabilities of the Group. 
 
There is no other impact on the Group’s equity other than those already affecting the consolidated 
statements of income. 
 
The interest expense and other finance charges recognized according to source are as follows: 
 

 
Jan-Mar 

2014 
Jan-Mar 

2013 

Finance lease obligation Php1,570,381 Php1,194,414 
Bank loans and long-term debt 82,043 217,312 
Payable to a preferred shareholder of subsidiary – 6,027 
Customers’ deposits 715 215 
Other long-term obligations 37,829 8,256 

 Php3,381,936 Php2,852,448 

 
 

Foreign exchange risk 
The foreign exchange risk of the Group pertains significantly to its foreign currency denominated 
obligations.  To manage its foreign exchange risk, stabilize cash flows and improve investment and cash 
flow planning, the Group enters into foreign currency forward contracts aimed at reducing and/or 
managing the adverse impact of changes in foreign exchange rates on financial performance and cash 
flows.  Foreign currency denominated borrowings account for 37% and 38% of total consolidated 
borrowings as of March 31, 2014 and December 31, 2013, respectively.  

 
Presented below are the Group’s foreign currency denominated financial assets and liabilities as of March 
31, 2014 and December 31, 2013, translated to Philippine Peso: 
 
 
 

 March 31, 2014 December 31, 2013 

 US Dollar 
Philippine Peso 

equivalent1 US Dollar 
Philippine Peso 

equivalent2 
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Loans and receivables: 
Cash and cash equivalents US$50,309 Php2,254,598 US$54,134 Php464,932 

 Trade and other receivables 1,772 79,415 12,665 37,960 

Total financial assets 52,081 2,334,013 12,665 502,892 

Other financial liabilities:     
Trade and other payables 903 40,484 7,582 350,043 
Long-term debt 44,560 1,996,958 44,560 2,054,968 
Finance lease obligation 624,883 28,004,132 627,812 26,478,276 

Total financial liabilities 670,346 30,041,574 679,954 28,883,287 

Total net financial liabilities (US$618,265) (Php27,707,561) (US$613,155) (Php28,380,395) 
1 US$1 = Php44.815 
2US$1 = Php44.395 

 
The following table demonstrates the sensitivity to a reasonably possible change in the US dollar exchange 
rates, with all other variables held constant, of the Group’s income before tax as of: 

 
 

 
Increase/ (decrease) 

 in US Dollar 
Effect on income 

before tax 

March 31, 2014   
US Dollar denominated accounts US Dollar strengthens by 5% (Php1,385,378) 
US Dollar denominated accounts US Dollar weakens by 5% 1,385,378 

December 31, 2013   
US Dollar denominated accounts US Dollar strengthens by 5% (Php1,361,050) 
US Dollar denominated accounts US Dollar weakens by 5% 1,361,050 

 
The increase in US Dollar rate represents the depreciation of the Philippine Peso while the decrease in US 
Dollar rate represents appreciation of the Philippine Peso.  

 
The Group’s sensitivity to an increase/decrease in foreign currency pertaining to derivative instruments is 
expected to be insignificant due to their short-term maturities and immateriality relative to the total 
assets and liabilities of the Group. 

 
There is no other impact on the Group’s equity other than those already affecting the consolidated 
statements of income. 

 
Credit risk 
For its cash investments (including restricted portion), AFS investments and receivables, the Group’s credit 
risk pertains to possible default by the counterparty, with a maximum exposure equal to the carrying 
amount of these investments.  With respect to cash investments and AFS investments, the risk is 
mitigated by the short-term and/or liquid nature of its cash investments mainly in bank deposits and 
placements, which are placed with financial institutions and entities of high credit standing.  With respect 
to receivables, credit risk is controlled by the application of credit approval, limit and monitoring 
procedures.  It is the Group’s policy to only enter into transactions with credit-worthy parties to mitigate 
any significant concentration of credit risk.  The Group ensures that sales are made to customers with 
appropriate credit history and it has internal mechanisms to monitor the granting of credit and 
management of credit exposures.   

 
Concentration Risk 
Credit risk concentration of the Group’s receivables according to the customer category as of March 31, 
2014 and December 31, 2013 is summarized in the following table: 

 

 
March 

2014 
December 

2013 
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Power distribution:   
 Industrial Php2,620,734 Php2,312,050 
 Residential 939,332 1,034,845 
 Commercial 389,964 473,117 
 City street lighting 23,985 33,782 
Power generation:   
 Power supply contracts 6,148,087 7,292,173 
 Spot market 1,001,590 607,740 

 Php11,123,692 Php11,123,692 

 
Capital Management 
Capital includes equity attributable to the equity holders of the parent.  The primary objective of the 
Group’s capital management is to ensure that it maintains a strong credit rating and healthy capital ratios 
in order to support its business and maximize shareholder value. 

 
The Group manages its capital structure and makes adjustments to it, in light of changes in economic 
conditions.  To maintain or adjust the capital structure, the Group may adjust the dividend payment to 
shareholders, return capital to shareholders or issue new shares. 
The Group monitors capital using a gearing ratio, which is net debt divided by equity plus net debt.  The 
Group’s policy is to keep the gearing ratio at 70% or below.  The Group determines net debt as the sum of 
interest-bearing short-term and long-term loans (comprising long-term debt, finance lease obligation and 
payable to a preferred shareholder of a subsidiary) less cash and short-term deposits. 

 
Gearing ratios of the Group as of March 31, 2014 and December 31, 2013 are as follows: 

 

 
March 

2014 
December 

2013 

Long-term debt Php81,253,305 Php78,490,702 

Cash and cash equivalents (34,601,203) (31,383,499) 

Net debt (a) 46,652,102 47,107,203 

Equity  95,432,041 91,250,757 

Equity and net debt (b) Php142,084,143 Php138,357,960 

Gearing ratio (a/b) 32.83% 34.05% 

 
No changes were made in the objectives, policies or processes during the period ended March 31, 2014 
and December 31, 2013. 
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J. Financial Instruments 
 

Fair Value of Financial Instruments 
Fair value is defined as the amount at which the financial instrument could be sold in a current transaction 
between knowledgeable willing parties in an arm’s length transaction, other than in a forced liquidation or 
sale.  Fair values are obtained from quoted market prices, discounted cash flow models and option pricing 
models, as appropriate. 

 
A financial instrument is regarded as quoted in an active market if quoted prices are readily available from 
an exchange, dealer, broker, pricing services or regulatory agency and those prices represent actual and 
regularly occurring market transactions on an arm’s length basis.  For a financial instrument with an active 
market, the quoted market price is used as its fair value.  On the other hand, if transactions are no longer 
regularly occurring even if prices might be available and the only observed transactions are forced 
transactions or distressed sales, then the market is considered inactive.  For a financial instrument with no 
active market, its fair value is determined using a valuation technique (e.g. discounted cash flow 
approach) that incorporates all factors that market participants would consider in setting a price. 

 
Set out below is a comparison by category of carrying amounts and fair values of  the Group’s financial 
instruments whose fair values are different from their carrying amounts. 

 
 March 31, 2014 December 31, 2013 

 
Carrying 

Amounts 
Fair 

Values 
Carrying 

Amounts 
Fair 

Values 

Financial Liabilities     
Finance lease obligation  Php55,261,583 Php63,940,748 Php55,202,763 Php69,828,432 
Long-term debt - fixed rate 24,005,757 24,458,891 21,321,384 21,784,973 
Long-term obligation on power 

distribution system 271,903 415,074 263,865 426,172 

 Php79,539,243 Php88,814,713 Php76,788,012 Php92,039,577 

 
The following methods and assumptions are used to estimate the fair value of each class of financial 
instruments: 

 
Cash and cash equivalents, trade and other receivables, bank loans and trade and other payables.  The 
carrying amounts of cash and cash equivalents, trade and other receivables, bank loans and trade and 
other payables approximate fair value due to the relatively short-term maturity of these financial 
instruments. 

 
Fixed-rate borrowings.  The fair value of fixed rate interest-bearing loans is based on the discounted value 
of future cash flows using the applicable rates for similar types of loans.   

 
Floating-rate borrowings.  Since repricing of the variable-rate interest bearing loan is done on a quarterly 
basis, the carrying value approximates the fair value. 

 
Finance lease obligation.  The fair value of the finance lease obligation was calculated by discounting 
future cash flows using applicable interest rates.  

 
Long-term obligation on PDS.  The fair value of the long-term obligations on power distribution system is 
calculated by discounting expected future cash flows at prevailing market rates.   

 
Customers’ deposits.The fair value of bill deposits approximates the carrying values as these deposits earn 
interest at the prevailing market interest rate in accordance with regulatory guidelines.  The timing and 
related amounts of future cash flows relating to transformer and lines and poles deposits cannot be 
reasonably and reliably estimated for purposes of establishing their fair values using an alternative 
valuation technique. 
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AFS investments.  These are carried at cost less impairment because fair value cannot be determined 
reliably due to the unpredictable nature of cash flows and lack of suitable methods of arriving at reliable 
fair value.   

 
Derivative financial instruments 
The fair value is calculated by reference to prevailing interest rate differential and spot exchange rate as of 
valuation date, taking into account its remaining term to maturity.  The Group enters into non-deliverable 
short-term forward contracts with counterparty banks to manage its foreign currency risks associated 
with foreign currency-denominated liabilities and purchases. 
 
The movements in fair value changes of all derivative instruments for the year ended  
March 31, 2014 and December 31, 2013 are as follows: 

 

 
March 

2014 
December 

2013 

At beginning of year  Php30,877 (Php26,542) 
Net changes in fair value of derivatives designated as 

accounting hedges  - 39,946 
Net changes in fair value of derivatives not designated as 

accounting hedges  (257) (18,853) 
Fair value of settled instruments (10,270) 36,326 

At end of year Php20,350 Php30,877 

 
Fair Value Hierarchy 
The Group uses the following hierarchy for determining and disclosing the fair value of financial 
instruments by valuation technique: 
 
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities 
Level 2: other techniques for which all inputs which have a significant effect on the recorded 

fair value are observable, either directly or indirectly 
Level 3: techniques which use inputs which have a significant effect on the recorded fair value  

that are not based on observable market data 
 
As of March 31, 2014, the Group held the following financial instruments that are measured and carried or 
disclosed at fair value: 

 
  



 

*SGVFS004072* 
256 

March 31, 2014 
 Total Level 1 Level 2 Level 3 

Carried at fair value: 
Derivative asset Php20,350 Php− Php20,350 Php− 

Disclosed at fair value:     
Finance lease obligation 63,940,748 − − 63,940,748 
Long-term debt - fixed  
 rate 24,458,891 − − 24,458,891 
Long-term obligation on  
 PDS 415,074 − − 415,074 

 
During the period ended March 31, 2014, there were no transfers between level 1 and level 2 fair value 
measurements and transfers into and out of level 3 fair value measurement. 

 
 

K. Disclosures 
 

1. Corporate Information 
 
Aboitiz Power Corporation (the Company) and its subsidiaries (collectively referred to as “the Group”) 
were incorporated in the Republic of the Philippines.  The Company is a publicly-listed holding 
company of the entities engaged in power generation and power distribution in the Aboitiz Group.  
The registered office address of the Company is 32nd street, Bonifacio Global City, Taguig City, Metro 
Manila.  As of March 31, 2014, Aboitiz Equity Ventures, Inc. (AEV, also incorporated in the Philippines) 
owns 76.88% of the Company.  The ultimate parent of the Company is Aboitiz & Company, Inc. (ACO). 
 
 

2. Basis of Financial Statement Preparation and Changes in Accounting Policies 
 
Basis of Financial Statement Preparation 
The accompanying unaudited condensed consolidated financial statements have been prepared in 
accordance with Philippine Accounting Standard (PAS) 34, Interim Financial Reporting.  Accordingly, 
the unaudited condensed consolidated financial statements do not include all of the information and 
disclosures required in the December 31, 2013 annual audited consolidated financial statements, and 
should be read in conjunction with the Group’s consolidated financial statements as of and for the 
year ended December 31, 2013.   
 
The preparation of the financial statements in compliance with Philippine Financial Reporting 
Standards (PFRS) requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. The estimates and assumptions used in 
the accompanying unaudited condensed consolidated financial statements are based upon 
management’s evaluation of relevant facts and circumstances as of the date of the unaudited 
condensed consolidated financial statements. Actual results could differ from such estimates. 
 
The unaudited condensed consolidated financial statements of the Group are presented in Philippine 
peso, the Group’s functional currency, and rounded to the nearest thousands except for earnings  per 
share and exchange rates and otherwise indicated. 
 
On May 6, 2014, the Audit Committee of the BOD approved and authorized the release of the 
accompanying unaudited condensed consolidated financial statements of the Group. 
 
Changes in Accounting Policies 
The accounting policies adopted are consistent with those of the previous financial year except for 
the new and revised PFRS and Philippine Interpretations which the Group has adopted starting 
January 1, 2014.  Except as otherwise indicated, adoption of these new and revised standards and 
interpretations did not have any significant impact on the Group’s financial statements: 
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 PAS 32, Financial Instruments: Presentation (Amendments) - Offsetting Financial Assets and Financial 

Liabilities 
The amendments clarify the meaning of “currently has a legally enforceable right to set-off” and also 
clarify the application of the PAS 32 offsetting criteria to settlement systems (such as central clearing 
house systems) which apply gross settlement mechanisms that are not simultaneous.  The 
amendments affect presentation only and have no impact on the Group’s financial position or 
performance.  The amendments to PAS 32 are to be retrospectively applied for annual periods 
beginning on or after January 1, 2014. 

 
 PAS 36, Impairment of Assets (Amendments) - Recoverable Amount Disclosures for Non-Financial 

Assets  
These amendments remove the unintended consequences of PFRS 13 on the disclosures required 
under PAS 36.  In addition, these amendments require disclosure of the recoverable amounts for the 
assets or cash-generating units (CGUs) for which impairment loss has been recognized or reversed 
during the period. These amendments are effective retrospectively for annual periods beginning on or 
after January 1, 2014 with earlier application permitted, provided PFRS 13 is also applied.  The 
amendments affect disclosures only and have no impact on the Group’s financial position or 
performance. 

 
 PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and 

Continuation of Hedge Accounting (Amendments) 
These amendments provide relief from discontinuing hedge accounting when novation of a derivative 
designated as a hedging instrument meets certain criteria.  These amendments are effective for 
annual periods beginning on or after January 1, 2014.  The Group has not novated its derivatives 
during the current period.  However, these amendments would be considered for future novations.   

 
 Investment Entities (Amendments to PFRS 10, PFRS 12 and PAS 27) 

These amendments are effective for annual periods beginning on or after January 1, 2014. They 
provide an exception to the consolidation requirement for entities that meet the definition of an 
investment entity under PFRS 10. The exception to consolidation requires investment entities to 
account for subsidiaries at fair value through profit or loss. It is not expected that this amendment 
would be relevant to the Group since none of the entities in the Group would qualify to be an 
investment entity under PFRS 10.  

 
 Philippine Interpretation IFRIC 21, Levies (IFRIC 21) 

IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers payment, 
as identified by the relevant legislation, occurs. For a levy that is triggered upon reaching a minimum 
threshold, the interpretation clarifies that no liability should be anticipated before the specified 
minimum threshold is reached. IFRIC 21 is effective for annual periods beginning on or after January 
1, 2014. The Group does not expect that IFRIC 21 will have material financial impact in future financial 
statements. 
 
New Accounting Standards, Interpretations, and Amendments to Existing Standards Not Yet Effective 
as of January 1, 2014 
 
The Group will adopt the standards and interpretations enumerated below when these become 
effective.  Except as otherwise indicated, the Group does not expect the adoption of these new and 
amended PFRS and Philippine Interpretations to have significant impact on its financial statements. 
 

 PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments) 
The amendments apply to contributions from employees or third parties to defined benefit plans. 
Contributions that are set out in the formal terms of the plan shall be accounted for as reductions to 
current service costs if they are linked to service or as part of the remeasurements of the net defined 
benefit asset or liability if they are not linked to service. Contributions that are discretionary shall be 
accounted for as reductions of current service cost upon payment of these contributions to the plans. 
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The amendments to PAS 19 are to be retrospectively applied for annual periods beginning on or after 
July 1, 2014.  
 

 PFRS 9, Financial Instruments 
PFRS 9, as issued, reflects the first and third phases of the project to replace PAS 39 and applies to the 
classification and measurement of financial assets and liabilities and hedge accounting, respectively.  
Work on the second phase, which relate to impairment of financial instruments, and the limited 
amendments to the classification and measurement model is still ongoing, with a view to replace PAS 
39 in its entirety.  PFRS 9 requires all financial assets to be measured at fair value at initial recognition.  
A debt financial asset may, if the fair value option (FVO) is not invoked, be subsequently measured at 
amortized cost if it is held within a business model that has the objective to hold the assets to collect 
the contractual cash flows and its contractual terms give rise, on specified dates, to cash flows that 
are solely payments of principal and interest on the principal outstanding.  All other debt instruments 
are subsequently measured at fair value through profit or loss.  All equity financial assets are 
measured at fair value either through other comprehensive income (OCI) or profit or loss.  Equity 
financial assets held for trading must be measured at fair value through profit or loss.  For liabilities 
designated as at FVPL using the fair value option, the amount of change in the fair value of a liability 
that is attributable to changes in credit risk must be presented in OCI.  The remainder of the change in 
fair value is presented in profit or loss, unless presentation of the fair value change relating to the 
entity’s own credit risk in OCI would create or enlarge an accounting mismatch in profit or loss. All 
other PAS 39 classification and measurement requirements for financial liabilities have been carried 
forward to PFRS 9, including the embedded derivative bifurcation rules and the criteria for using the 
FVO.  The adoption of the first phase of PFRS 9 will have an effect on the classification and 
measurement of the Group’s financial assets, but will potentially have no impact on the classification 
and measurement of financial liabilities.  

 
 
On hedge accounting, PFRS 9 replaces the rules-based hedge accounting model of PAS 39 with a more 
principles-based approach.  Changes include replacing the rules-based hedge effectiveness test with 
an objectives-based test that focuses on the economic relationship between the hedged item and the 
hedging instrument, and the effect of credit risk on that economic relationship; allowing risk 
components to be designated as the hedged item, not only for financial items, but also for non-
financial items, provided that the risk component is separately identifiable and reliably measurable; 
and allowing the time value of an option, the forward element of a forward contract and any foreign 
currency basis spread to be excluded from the designation of a financial instrument as the hedging 
instrument and accounted for as costs of hedging. PFRS 9 also requires more extensive disclosures for 
hedge accounting. 

 
After evaluating the impact of PFRS 9 and considering that it will not have any significant effect on the 
Group's operating results or financial condition, management has decided not to early adopt the said 
standard.  It will be implemented only when it becomes effective on January 1, 2015.  Thus, the 
interim consolidated financial statements do not reflect the impact of the said standard. 
 
• Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate 
This interpretation covers accounting for revenue and associated expenses by entities that undertake 
the construction of real estate directly or through subcontractors. The interpretation requires that 
revenue on construction of real estate be recognized only upon completion, except when such 
contract qualifies as construction contract to be accounted for under PAS 11 or involves rendering of 
services in which case revenue is recognized based on stage of completion. Contracts involving 
provision of services with the construction materials and where the risks and reward of ownership are 
transferred to the buyer on a continuous basis will also be accounted for based on stage of 
completion.  The SEC and the Financial Reporting Standards Council have deferred the effectivity of 
this interpretation until the final Revenue standard is issued by the International Accounting 
Standards Board and an evaluation of the requirements of the final Revenue standard against the 
practices of the Philippine real estate industry is completed. 
 

3. Basis of Consolidation 
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The consolidated financial statements include the financial statements of the Company and the 
subsidiaries listed in the following table. 
 
                                                             Percentage of Ownership  

                   March 31, 2014                December 31, 2013 

 Nature of Business Direct Indirect Direct Indirect 

Aboitiz Energy Solutions, Inc. Retail electricity  supplier 100.00 – 100.00 – 
Davao Light & Power Company, Inc. Power distribution 99.93 – 99.93 – 
Cotabato Light and Power Compan Power distribution 99.94 – 99.94 – 
 Cotabato Ice Plant, Inc. Manufacturing – 100.00 – 100.00 
Subic Enerzone Corporation Power distribution 65.00 34.98 65.00 34.98 
Mactan Enerzone Corporation Power distribution 100.00 – 100.00 – 
Balamban Enerzone Corporation Power distribution 100.00 – 100.00 – 
Visayan Electric Company Power distribution 55.26 – 55.26 – 
Aboitiz Renewables, Inc. and Subsidiaries  Power generation 100.00 – 100.00 – 

AP Renewables, Inc.  Power generation – 100.00 – 100.00 
Bakun Power Line Corporation* Power generation – 100.00 – 100.00 
Cleanergy, Inc.* Power generation – 100.00 – 100.00 
Cordillera Hydro Corporation* Power generation – 100.00 – 100.00 
Hedcor Benguet, Inc.* Power generation – 100.00 – 100.00 
Hedcor Bokod, Inc.* Power generation – 100.00 – 100.00 
Hedcor Bukidnon, Inc.* Power generation – 100.00 – 100.00 
Hedcor, Inc. (HI) Power generation – 100.00 – 100.00 
Hedcor Mabinay Inc.* Power generation – 100.00 – 100.00 
Hedcor Manolo Fortich, Inc.* Power generation – 100.00 – 100.00 
Hedcor Sabangan, Inc.* Power generation – 100.00 – 100.00 
Hedcor Sibulan, Inc. (HSI)  Power generation – 100.00 – 100.00 
Hedcor Tamugan, Inc.* Power generation – 100.00 – 100.00 
Hedcor Tudaya, Inc.(HTI) Power generation – 100.00 – 100.00 
Kookaburra Equity Ventures, Inc. * Holding company – 100.00 – 100.00 
Luzon Hydro Corporation (LHC) Power generation – 100.00 – 100.00 
Negron Cuadrado Geothermal Dev’t., Inc.* Power generation – 100.00 – 100.00 
Hydro Electric Development Corporation* Power generation – 99.97 – 99.97 

Therma Power, Inc. and Subsidiaries Power generation 100.00 – 100.00 – 
Therma Luzon, Inc.  Power generation – 100.00 – 100.00 
Therma Marine, Inc.  Power generation – 100.00 – 100.00 
Therma Mobile, Inc.  Power generation – 100.00 – 100.00 
Therma South, Inc.* Power generation – 100.00 – 100.00 
Therma Power-Visayas, Inc.* Power generation – 100.00 – 100.00 
Therma Central Visayas, Inc.* Power generation – 100.00 – 100.00 
Therma Southern Mindanao, Inc.* Power generation – 100.00 – 100.00 
Therma Subic, Inc.* Power generation – 100.00 – 100.00 
Therma Visayas, Inc.* Power generation – 100.00 – 100.00 
Pagbilao Energy Corporation * Power generation – 100.00 – 100.00 
Abovant Holdings, Inc. Holding company – 60.00 – 60.00 

Cebu Private Power Corporation Power generation 60.00 – 60.00 – 
Prism Energy, Inc. * Retail electricity  supplier 60.00 – 60.00 – 
Adventenergy, Inc. Retail electricity supplier 100.00 – 100.00 – 
 
*No commercial operations as of March 31, 2014. 
 
 

4. Seasonality of Interim Operations 
 
Operations of hydropower plants are generally affected by climatic seasonality.  Seasonality and 
location have a direct effect on the level of precipitation.  In Luzon where rainy and summer seasons 
are more pronounced, higher rainfall is normally experienced in the months of June to September.  As 
such, the hydropower plants located in Luzon operate at their maximum capacity during this period.  
In contrast, the hydropower plants in Mindanao experience a well-distributed rainfall throughout the 
year, with a slightly better precipitation during the months of December to April.  This precipitation 
seasonality greatly affects subsidiary companies HI, HSI, HTI and LHC, which operate ‘run-of-river’ 
hydropower plants since these plants do not have any means to impound water. 
 
Any unexpected change in the seasonal aspects will have no material effect on the Group's financial 
condition or results of operations. 
 

5. Material Events and Changes 
 

a) Dividend declaration 
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On March 11, 2014, the BOD approved the declaration of regular cash dividends of Php1.26 a share 
(Php9.27 billion) and special cash dividends of Php0.40 a share (Php2.94 billion) to all stockholders of 
record as of March 25, 2014.  The cash dividends are payable on April 22, 2014. 
 
Except for the above developments and as disclosed in some other portions of this report, no other 
significant event occurred that would have a material impact on the registrant and its subsidiaries, 
and no other known trend, event or uncertainty came about that had or were reasonably expected to 
have a material favorable or unfavorable impact on revenues or income from continuing operations, 
since the end of the most recently completed fiscal year.  There were also no significant elements of 
income or loss that did not arise from the continuing operations of the registrant and its subsidiaries. 
 
Other than those disclosed above, no material off-balance sheet transactions, arrangements, 
obligations (including contingent obligations), and other relationships with unconsolidated entities or 
other persons entities or other persons were created during the interim period.  There were also no 
events that would trigger substantial direct or contingent financial obligations or cause any default or 
acceleration of an existing obligation. 
 
Likewise, there were no other material changes made in such items as:  accounting principles and 
practices, estimates inherent in the preparation of financial statements, status of long-term contracts, 
changes in the composition of the issuer, and reporting entity resulting from business combinations 
or dispositions.   
 
Lastly, there were no changes in estimates of amounts reported in prior interim period and financial 
year that would have a material effect in the current interim period. 
 
 

6. Material Adjustments 
 
There were no material, non-recurring adjustments made during period that would require 
appropriate disclosures.  All other adjustments are of a normal recurring nature. 
 

7. Contingencies 
 
The Group is a party to certain proceedings and legal cases with other parties in the normal course of 
business.  The ultimate outcome of these proceedings and legal cases cannot be presently 
determined.  Management, in consultation with its legal counsels, believes that it has substantial legal 
and factual bases for its positions and is currently of the opinion that the likely outcome of these 
proceedings and legal cases will not have a material adverse effect on the Group’s financial position 
and operating results.  It is possible, however, that the future results of operations could be materially 
affected by changes in estimates or in the effectiveness of the strategies relating to these proceedings 
and legal cases. 
 
The Company obtained SBLC and is acting as surety for the benefit of certain associates and a 
subsidiary in connection with loans and credit accommodations.  
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L. Schedule of Relevant Financial Ratios 
 

    
 

Formula 

March 

2014 

December 

2013 

LIQUIDITY RATIOS 

Current ratio 
Current assets

Current liabilities
 3.23 2.87 

Acid test ratio 

Cash   Marketable securities
  Accounts receivable
  Other liquid assets

Current liabilities
 

2.94 2.60 

SOLVENCY RATIOS 
   

Debt to equity ratio 
Total liabilites 

Total equity
 1.10 1.13 

Asset to equity ratio 
Total Assets

Total Equity
 2.10 2.13 

Net debt to equity ratio 
Debt   Cash & cash equivalents

Total Equity
 0.49 0.52 

Gearing ratio 

Debt   Cash & cash equivalents

Total Equity

  (Debt   Cash & cash equivalents)

 
32.83% 34.05% 

Interest coverage ratio 
EBIT

Interest expense
 n.a. 5.04 

PROFITABILITY RATIOS 
   

Operating margin 
Operating profit

Total revenues
 n.a. 27.03% 

Return on equity 
Net income after tax

Total equity
 n.a. 26.50% 

 
Ratio marked * is deemed not applicable (n.a.) for the interim reporting period since this would not be 

comparable to the ratio reported in the previous period. 
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1Undergoing renewal of Cotabato Light’s Franchise. 
2 Pursuant to the Distribution Management Service Agreement (DMSA) with the Subic Bay Metropolitan Authority. 
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Annual Stockholders Meeting last May 19, 2014. 
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5 The PCD Nominee Corporation is not related to the Company. 
66 Each beneficial owner of shares, through a PCD participant, is the beneficial of such number of shares he owns in his account with th 
ePCD participant. AboitizPower has no record relating to the power to decide how the shares held by PCD are to be voted. As advised to 
the Company, none of the beneficial oweners under a PCD participant owns more than 5% of the Company’s common share. 
7 The PCD Nominee Corporation is not related to the Company. 
8 Each beneficial owner of shares, through a PCD participant, is the beneficial of such number of shares he owns in his account with th 
ePCD participant. AboitizPower has no record relating to the power to decide how the shares held by PCD are to be voted. As advised to 
the Company, none of the beneficial oweners under a PCD participant owns more than 5% of the Company’s common share. 
9 The PCD Nominee Corporation is not related to the Company. 
10 The PCD Nominee Corporation is not related to the Company. 
11 The Global Competitiveness Report 2013-2014 assesses the competitiveness landscape of 148 economies, providing insight into the 
drivers of their productivity and prosperity. The Report series remains the most comprehensive assessment of national competitiveness 
worldwide. 
12 World Economic Forum (2013). The Global Competitiveness Report 2013-2014. 2013 World Economic Forum. Retrieved March 25, 2014 
from http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2013-14.pdf. 
13 NEDA (18 March 2014). Midterm Update of the Philippine Development Plan 2011-2016. Statement of Secretary Arsenio M. Balicasan at 
the Philippine Economic Briefing. Retrieved March 24, 2014. From http://www.neda.gov.ph/?p=2715. See also Lopez, Ron B. (2014, 
January 31). Philippines’ GDP growth at 7.2% in 2013. Manila Bulletin. Retrieved March 24, 2014. 
Fromhttp://www.mb.com.ph/philippines-gdp-grows-at-7-2-in-2013/. 
14 NSCB (2014, January 14) Philippine Economy Grew by 7.2 percent in 2013; 6.5 percent in Q4 2013. National Accounts of the Philippines 
– Highlights. Retrieved March 24, 2014. From http://www.nscb.gov.ph/sna/2013/4th2013/highlights.asp#sthash.zBRQcUuj.dpuf. 
15 NSCB (2014, January 14) Philippine Economy Grew by 7.2 percent in 2013; 6.5 percent in Q4 2013. National Accounts of the Philippines 
– Highlights. Retrieved March 24, 2014. From http://www.nscb.gov.ph/sna/2013/4th2013/highlights.asp#sthash.zBRQcUuj.dpuf. 
16NEDA (18 March 2014). Midterm Update of the Philippine Development Plan 2011-2016. Statement of Secretary Arsenio M. Balicasan at 
the Philippine Economic Briefing. Retrieved March 24, 2014. From http://www.neda.gov.ph/?p=2715. See also Lopez, Ron B. (2014, 
January 31). Philippines’ GDP growth at 7.2% in 2013. Manila Bulletin. Retrieved March 24, 2014. 
Fromhttp://www.mb.com.ph/philippines-gdp-grows-at-7-2-in-2013/. 
17 NSCB (2014, January 14) Philippine Economy Grew by 7.2 percent in 2013; 6.5 percent in Q4 2013. National Accounts of the Philippines 
– Highlights. Retrieved March 24, 2014. From http://www.nscb.gov.ph/sna/2013/4th2013/highlights.asp#sthash.zBRQcUuj.dpuf. 
18 NEDA (18 March 2014). Midterm Update of the Philippine Development Plan 2011-2016. Statement of Secretary Arsenio M. Balicasan at 
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- Main Page. Retrieved March 25, 2014. From http://www.nscb.gov.ph/sna/default.asp. 
20 ADB (2013). Asian Development Outlook 2013 Update, p.140. Retrieved March 24, 2014. From 
http://www.adb.org/sites/default/files/pub/2013/ado2013-update.pdf#page=140. 
21 The Official Gazette. Statement: The Secretary of Finance on the Q1 2014 5.7% GDP growth. Retrieved June 5, 2014 from 
http://www.gov.ph/2014/05/29/statement-the-secretary-of-finance-on-the-q1-2014-5-7-gdp-growth/. 
22 NEDA. May 2014. PPPs crucial in attaining gov’t infra spending target by 2016 and Imports expand by 9.6% in March 2014 – NEDA from 
http://www.neda.gov.ph/?p=3259. 
23 NEDA (18 March 2014). Midterm Update of the Philippine Development Plan 2011-2016. Statement of Secretary Arsenio M. Balicasan at 
the Philippine Economic Briefing. Retrieved March 24, 2014. From http://www.neda.gov.ph/?p=2715. See also Lopez, Ron B. (2014, 
January 31). Philippines’ GDP growth at 7.2% in 2013. Manila Bulletin. Retrieved March 24, 2014. 
Fromhttp://www.mb.com.ph/philippines-gdp-grows-at-7-2-in-2013/. 
24 Aquino, Benigno S. (2011, May 13). Executive Order 43: Pursuing our Social Contract with the Filipino People Through the 
Reorganization of the Cabinet Clusters. Retrieved March 25, 2014. From 
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25 National Economic and Development Authority (2011).Philippine Development Plan 2011-2016 Results Matrices. Retrieved March 25, 
2014. From http://www.neda.gov.ph/?page_id=1684. 
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27 Department of Budget and Management. Budget ng Bayan. Retrieved April 7, 2014 from http://budgetngbayan.com/wp-
content/uploads/PB-2014.pdf. 
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30 National Economic Development Authority. The Philippine Development Plan 2011-2016. Retrieved March 25, 2014 from 
http://www.neda.gov.ph/wp-content/uploads/2013/10/pdprm2011-2016.pdf. 
31 KPMG. Antonio, Henry D. The Energy Report, Philippines: A History of the Philippine Power Sector. Retrieved April 2, 2014 from 
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April 21, 2014 
 
 
 
SECURITIES AND EXCHANGE COMMISSION 
SEC Building, EDSA Greenhills, 
Mandaluyong City, Metro Manila 
 
ATTENTION : DIR. VICENTE GRACIANO P. FELIZMENIO JR.,  

Director, Markets and Securities Regulation Department 
 
 
PHILIPPINE STOCK EXCHANGE, INC. 
3rd Floor, Philippine Stock Exchange Plaza 
Ayala Triangle, Ayala Avenue 
Makati City 
 
ATTENTION : MS. JANET ENCARNACION  

Head, Disclosure Department  
 
 

Gentlemen: 
 
We file herewith a copy of SEC Form 20-IS (Definitive Information Statement 2014) of Aboitiz 
Power Corporation. 
 
 
Thank you. 
 
 
Very truly yours, 
 

ABOITIZ POWER CORPORATION 

By 
 
 
 
 
M. JASMINE S. OPORTO 
Corporate Secretary 
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SEC FORM 20 - IS (INFORMATION STATEMENT)

ABOITIZ POWER CORPORATION
32nd Street, Bonifacio Global City,
Taguig City, Metro Manila 1634, Philippines

NOTICE is hereby given that the Annual Meeting of the Stockholders of ABOITIZ POWER CORPORATION will be held on May 19, 
2014, 11:00 a.m., at the Banyan Pavilion of The Blue Leaf Events Pavilion, 100 Park Avenue, McKinley Hill Village, Fort Bonifacio, 
Taguig City, 1633, Philippines.  

The Agenda of the meeting is as follows:

1. Call to Order
2. Proof of Notice of Meeting
3. Determination of Quorum
4. Reading and Approval of the Minutes of the Previous Stockholders’ Meeting held on May 20, 2013
5. Presentation of the President’s Report
6. Approval of the 2013 Annual Report and Financial Statements
7. Delegation of the Authority to Elect Company’s External Auditors for 2014 to the Board of Directors 
8. Ratification of the Acts, Resolutions and Proceedings of the Board of Directors, Corporate Officers and 

Management in 2013 up to May 19, 2014
9. Election of the Members of the Board of Directors
10. Amendment of the Articles of Incorporation to Adopt Revisions to the Primary Purpose Clause and Adopt 

Additional Secondary Purpose Clauses
11. Renewal of the Delegated Authority to the Board of Directors to Amend or Repeal the Company’s By-Laws or 

Adopt New By-Laws
12. Other Business
13. Adjournment

Only stockholders of record at the close of business on March 31, 2014 are entitled to notice and to vote at this meeting.  
Registration will start at 9:00 a.m. and will end at 11:00 a.m.  Kindly present any proof of identification, such as driver’s license, 
passport, company ID or SSS/GSIS ID.  Aside from personal identification, representatives of corporate stockholders and other 
entities should also present a duly sworn Secretary’s Certificate or a similar document showing his or her authority to represent 
the corporation or entity.

If you are unable to attend the meeting, you may execute a proxy in favor of a representative.   In accordance with the Amended 
By-Laws of the Company, proxies must be submitted for inspection, validation and record at least seven (7) days prior to the 
opening of the Stockholders’ Meeting, or on or before May 12, 2014, to the Office of the Corporate Secretary at the 18F NAC 
Tower, 32nd Street, Bonifacio Global City, Taguig City.  The Proxy Verification Committee will inspect, examine and validate the 
sufficiency of the proxy forms received.

We enclose a proxy form for your convenience. 

For the Board of Directors.

M. JASMINE S. OPORTO
Corporate Secretary

NOTICE AND AGENDA
OF ANNUAL MEETING OF STOCKHOLDERS



r------------------------- _

SEe FORM 20 - IS (INFORMATION STATEMENT)

SECURITIESAND EXCHANGECOMMISSION
SECFORM20-IS

INFORMATIONSTATEMENTPURSUANTTOSECTION20
OFTHESECURITIESREGULATIONCODE

1. Check the appropriate box:
[ 1 Preliminary Information Statement
[xl Definitive Information Statement

. ~-:; '~~.-,...•" ..--~

2. Name of Registrant as specified in its charter: ABOITIZPOWERCORPORATION
i\ '. i :

":'
I,' /

3. Province, country or other jurisdiction of incorporation or organization: PhiliPpjne~~_t._ 'i~. ",
SECIdentification Number: C199800134 . 4f4.

5. BIRTax Identification Code: 200-652-460

6. Address of principal office: 32nd Street, Bonifacio Global City
Taguig City, Metro Manila
1634 Philippines

7. Registrant's telephone number, including area code: (02) 886-2800

8. Date, time and place of the meeting of security holders

Date:
Time:
Place:

May 19, 2014
11:00 a.m.
Banyan Pavilion of The Blue Leaf Events Pavilion
100 Park Avenue, McKinley Hill Village,
Fort Bonifacio, Taguig City,
1633 Philippines

9. Approximate date when the Information Statement is first to be sent or given to security holders: April 25, 2014

10. In case of Proxy Solicitations: N/A

11. Securities registered pursuant to Sections"8 and 12 of the Code or Sections 4 and 8 of the Revised Securities Act
(information on number of shares and amount of debt is applicable only to corporate registrants):

Authorized Capital Stock: P17,000,000,000.00

Common P1.00 16,000,000,000 P16,000,000,000.00
Preferred P1.00 1,000,000,000 Pl,OOO,OOO,OOO.OO

Total 17,000,000,000 f>17,OOO,OOO,000.00

No. of Common SharesOutstanding as of December 31,2013
Amount of Debt Outstanding as of December 31, 2013

7,358,604,307
P78,490,702,000.00

12. Are any or all of registrant's securities listed on a Stock Exchange?

YeSL No

The common stock of the Company is listed at The Philippine Stock Exchange, Inc. (PSE).
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SEC FORM 20 - IS (INFORMATION STATEMENT)

INFORMATION REQUIRED IN INFORMATION STATEMENT

A.  GENERAL INFORMATION

Item 1.  Date, time and place of Annual Stockholders’ Meeting
  
 Date of meeting   : May 19, 2014
 Time of meeting   : 11:00 a.m.
 Place of meeting    :    Banyan Pavilion of The Blue Leaf Events Pavilion 
      100 Park Avenue, McKinley Hill Village,
      Fort Bonifacio, Taguig City,
      1633 Philippines

 Approximate mailing date 
 of this statement   :  April 25, 2014
            
 Complete mailing address
 of the principal office of the
 registrant   : NAC Tower, 32nd Street 
      Bonifacio Global City 
      Taguig City, Metro Manila
       1634 Philippines 
 
Item 2.   Dissenter’s Right of Appraisal

There are no matters or proposed actions included in the Agenda of the Meeting that may give rise to a possible 
exercise by stockholders of their appraisal rights.  Generally, however, the stockholders of Aboitiz Power Corporation 
(hereinafter referred to as AboitizPower or the Company or the Registrant) have the right of appraisal in the following 
instances: (a) in case any amendment to the articles of incorporation has the effect of changing or restricting the rights 
of any stockholder or class of shares, or of authorizing preferences in any respect superior to those of outstanding 
shares of any class, or of extending or shortening the term of corporate existence; (b) in case of sale, lease, exchange, 
transfer, mortgage, pledge or other disposition of all or substantially all of the corporate property and assets as provided 
in the Corporation Code of the Philippines (Corporation Code); and (c) in case of merger or consolidation.

Any stockholder who wishes to exercise his appraisal right must have voted against the proposed corporate action.  
He must also make a written demand on AboitizPower, within 30 days after the date on which the vote was taken, 
for payment of the fair value of his shares.  Failure to make the demand within such period shall be deemed a waiver 
of such appraisal right.  If the proposed corporate action is implemented or effected, AboitizPower shall pay to such 
stockholder, upon surrender of the certificate or certificates of stock representing his shares, the fair value thereof as 
of the day prior to the date on which the vote was taken, excluding any appreciation or depreciation in anticipation of 
such corporate action.

If, within a period of 60 days from the date the corporate action was approved by the stockholders, the withdrawing 
stockholder and AboitizPower cannot agree on the fair value of the shares, it shall be determined and appraised by 
three disinterested persons, one of whom shall be named by the stockholder, another by AboitizPower, and the third 
by the two thus chosen.  The findings of the majority of the appraisers shall be final, and their award shall be paid by 
AboitizPower within 30 days after such award is made.  No payment shall be made to any dissenting stockholder unless 
AboitizPower has unrestricted retained earnings in its books to cover such payment.  Upon payment by AboitizPower 
of the agreed or awarded price, the stockholder shall forthwith transfer his shares to AboitizPower.

Item 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon

(a)  No current director or officer of AboitizPower, or nominee for election as director of AboitizPower, or any associate 
of any of the foregoing persons, has any substantial interest, direct or indirect, by security holdings or otherwise, 
in any matter to be acted upon in the stockholders’ meeting, other than in the election to AboitizPower’s Board of 
Directors.
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SEC FORM 20 - IS (INFORMATION STATEMENT)

(b)  No director has informed AboitizPower in writing that he intends to oppose any action to be taken by AboitizPower 
at the meeting.

B.  CONTROL AND COMPENSATION INFORMATION

Item 4. Voting Securities and Principal Holders Thereof

 (a) Class of Voting Shares as of March 31, 2014

Nationality Class of Voting Shares Number of Shares Percentage

Filipino
Common 

6,750,999,097 91.74%

Non-Filipino 607,605,210 8.26%

Total No. of Shares 
Entitled to Vote

7,358,604,307 100.00%

Every stockholder shall be entitled to one vote for each share of stock held as of the established record date. 
 
 (b)  Record Date
 

All stockholders of record as of March 31, 2014 are entitled to notice and to vote at AboitizPower’s Annual 
Stockholders’ Meeting.

 (c)  Election of Directors and Cumulative Voting Rights
 

With respect to the election of Directors, a stockholder may vote such number of shares for as many persons as 
there are directors to be elected.  He may also cumulate said shares and give one candidate as many votes as the 
number of directors to be elected, or distribute the shares on the same principle among as many candidates as he 
shall see fit, provided, that the total number of votes cast by the stockholder shall not exceed the total number of 
shares owned by him as shown in the books of AboitizPower, multiplied by the number of directors to be elected.

Section 5, Article I of the Amended By-Laws of AboitizPower provides that voting upon all questions at all meetings 
of the stockholders shall be by shares of stock and not per capita.  Likewise, Section 6 of the same article states 
that stockholders may vote at all meetings either in person or by proxy duly given in writing and presented to the 
Corporate Secretary for inspection, validation and record at least seven days prior to the opening of said meeting.

In accordance with Sections 2 and 3 of AboitizPower’s Guidelines for the Constitution of the Nomination Committee 
and the Nomination and Election of Independent Directors (Guidelines), nominations for independent directors must 
be submitted to the Corporate Secretary from January 1, 2014 to February 15, 2014.

The Corporate Secretary received a request from a stockholder to extend the deadline for submission of 
nominations for Independent Directors to February 28, 2014.  Upon endorsement by the Corporate Secretary, the 
Board Corporate Governance Committee, which reviews nominations for independent directors, approved the 
request for extension.

Section 7, Article I of the Amended By-Laws of AboitizPower provides that nominations for the election of the 
other directors for the ensuing year must be received by the Corporate Secretary no less than 15 working days 
prior to the Annual Meeting of Stockholders, except as may be provided by the Board in appropriate guidelines 
that it may promulgate from time to time in compliance with law.

No discretionary authority to cumulate votes is solicited.

 (d) No proxy solicitation is being made.
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Security Ownership of Certain Record and Beneficial Owners and Management 

(1) Security Ownership of Certain Record and Beneficial Owners (more than 5%) as of March 31, 2014

Title of
Class

Name, Address of Record Owner and 
Relationship with Issuer

Name of 
Beneficial Owner 
and Relationship 

with Record 
Owner

Citizenship
No. of Shares and 

Nature of Ownership 
(Record or Beneficial)

Percent 
of Class

Common 1.  Aboitiz Equity Ventures, Inc.1

      32nd Street, Bonifacio Global
      City, Taguig City
      (Stockholder)

Aboitiz Equity
Ventures, Inc.2

Filipino 5,657,530,774
(Record and Beneficial)

76.88%

Common 2. PCD Nominee Corporation3

     G/F MSE Bldg.
     Ayala Avenue, Makati City
     (Stockholder)

PCD participants 
acting for 
themselves or for 
their customers4

Filipino 722,802,924
(Record)

9.82%

Common 3. PCD Nominee Corporation5

     G/F MSE Bldg.
     Ayala Avenue, Makati City
     (Stockholder)

PCD participants 
acting for 
themselves or for 
their customers6

Non-Filipino 606,601,148
(Record)

8.24%

Title of
Class

Name, Address of Stockholder and 
Beneficial Owner

Citizenship
No. of Shares and Nature of 

Ownership (Record or Beneficial)
Percent of Class

Common 1.  Aboitiz & Company, Inc.
     Aboitiz Corporate Center
     Gov. Manuel A. Cuenco Avenue
     Kasambagan, Cebu City 6000

Filipino 2,735,600,915
(Record and Beneficial)

49.54%

Common 2. PCD Nominee Corporation 
     G/F MSE Bldg.
     Ayala Avenue, Makati City

Filipino 555,979,566
(Record)

10.07%

Common 3. PCD Nominee Corporation 
     G/F MSE Bldg.
     Ayala Avenue, Makati City

Non-Filipino 537,793,725
(Record)

9.74%

Common 4. Ramon Aboitiz Foundation, Inc.
    35 Lopez Jaena St., Cebu City

Filipino 424,538,863
(Record and Beneficial)

7.69%

Aboitiz Equity Ventures, Inc. (AEV) is the public holding and management company of the Aboitiz Group, one of the 
largest conglomerates in the Philippines.  As of March 31, 2014, the following entities own five per centum (5%) or 
more of AEV:

1  Mr. Erramon I. Aboitiz, President and Chief Executive Officer of AEV, will vote the shares of AEV in AboitizPower in accordance with the directive of the AEV  
 Board of Directors.
2  AEV is the parent company of AboitizPower.
3  The PCD Nominee Corporation is not related to the Company.
4  Each beneficial owner of shares, through a PCD participant, is the beneficial owner of such number of shares he owns in his account with the PCD participant.          
   AboitizPower has no record relating to the power to decide how the shares held by PCD are to be voted.  As advised to the Company, none of the beneficial 
   owners under a PCD participant owns more than 5% of the Company’s  common shares.
5  Supra note 3.
6  Supra note 4.
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Title of
Class Name of Owner and Position

No. of Shares and
Nature of Ownership

(Direct or Indirect)
Citizenship

Percentage
of 

Ownership

Common Enrique M. Aboitiz, Jr.
Chairman of the Board 686,758 Direct Filipino 0.01%

Common Jon Ramon Aboitiz
Vice Chairman of the Board

33,001 Direct
Filipino

0.00%

12,175,720 Indirect 0.17%

Common Erramon I. Aboitiz
Director/President and Chief Executive Officer

1 Direct
Filipino

0.00%

32,530,790 Indirect 0.44% 

Common

Jaime Jose Y. Aboitiz
Director/Executive Vice President and
Chief Operating Officer - Power Distribution 
Group

5,367,397 Direct
Filipino

0.07%

2,264,254 Indirect 0.03%

Common Mikel A. Aboitiz
Director

1 Direct
Filipino

0.00%

13,283,959 Indirect 0.18%

Common
Antonio R. Moraza
Director/Executive Vice President and Chief 
Operating Officer - Power Generation Group

1 Direct
Filipino

0.00%

24,478,966 Indirect 0.33%

Common Jose R. Facundo
Independent Director 1,000 Direct Filipino 0.00%

Common Romeo L. Bernardo
Independent Director 1,000 Direct Filipino 0.00%

Common Alfonso A. Uy
Independent Director 1,000 Direct Filipino 0.00%

Common
Juan Antonio E. Bernad
Executive Vice President - Strategy and 
Regulation

520,001 Direct
Filipino

0.01%

255,590 Indirect 0.00%

Common
Luis Miguel O. Aboitiz
Senior Vice President – Power Marketing and 
Trading

5,623,031 Direct Filipino 0.08%

Common Gabriel T. Mañalac
Senior Vice President – Group Treasurer 111,139 Direct Filipino 0.00%

Common
Iker M. Aboitiz
First Vice President/Corporate Information 
Officer

6,404,528 Direct
Filipino

0.09%

2,007,343 Indirect 0.03%

Common Manuel R. Lozano
First Vice President/Chief Financial Officer 65,654 Direct Filipino 0.00%

Common
Ma. Chona Y. Tiu
First Vice President and Chief Financial Officer 
– Power Distribution Group

187,250 Direct
Filipino

0.00%

50,000 Indirect 0.00%

Common
Susan V. Valdez
Chief Reputation and Chief Risk Management 
Officer

509,862 Direct Filipino 0.01%

Common Raymond E. Cunningham
Executive Director - Business Development 141,797 Direct American 0.00%

Common Thomas J. Sliman, Jr.
Executive Director – Projects 47,866 Direct American 0.00%

 (2) Security Ownership of Management as of March 31, 2014 (Record and Beneficial)
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Title of
Class Name of Owner and Position

No. of Shares and
Nature of Ownership

(Direct or Indirect)
Citizenship

Percentage
of 

Ownership

Common Manuel M. Orig
First Vice President - Mindanao Affairs 248,373 Direct Filipino 0.00%

N/A Roger Victor E. Buendia
First Vice President for Trading and Marketing 0 N/A Filipino 0.00%

Common Alvin S. Arco
First Vice President for Regulatory 36,427 Direct Filipino 0.00%

N/A
Liza Luv L. Tajanlangit - Montelibano
Vice President/Chief Financial Officer – Power 
Generation Group

0 N/A Filipino 0.00%

Common Wilfredo R. Bacareza, Jr.
Vice President – Business Development

530,000 Direct
Filipino

0.01%

15,000 Indirect 0.00%

N/A Artemio D. Magnayon
Vice President for Business Development 0 N/A Filipino 0.00%

N/A William L. Ruccius
Senior Director – Business Development 0 N/A American 0.00%

N/A James Timko
Senior Director – Business Development 0 N/A American 0.00%

N/A John Anthony Crane
Senior Director – Business Development 0 N/A American 0.00%

N/A Kenton E. Heuertz
Director for Asset Enhancement 0 N/A American 0.00%

N/A Crisanto R. Laset, Jr.
Vice President – Trading 0 N/A Filipino 0.00%

Common
Raul C. Lucero
Vice President for Engineering - Power 
Distribution Group

136,842 Direct Filipino 0.00%

Common Roland U. Gaerlan
Vice President – Sales and Marketing 2,804 Direct Filipino 0.00%

Common
Bienamer D. Garcia
Vice President - Distribution Customer 
Services

17,613 Indirect Filipino 0.00%

Common Susan S. Policarpio
Vice President - Government Relations 8,654 Direct Filipino 0.00%

Common
Ana Liza M. Aleta
Vice President – Management & Information 
Systems

88,427 Direct Filipino 0.00%

Common Cristina B. Beloria
Vice President – Controller 20,000 Direct Filipino 0.00%

N/A
Ma. Kristina C.V. Rivera
Vice President for Human Resources and 
Quality – Power Generation Group

0 N/A Filipino 0.00%

N/A Ronald Enrico V. Abad
Vice President for Project Development 0 N/A Filipino 0.00%

N/A
Mark Albert B. Canlas
Assistant Vice President – Business 
Development 

0 N/A Filipino 0.00%

N/A Dennis de la Serna
Assistant Vice President  –  Regulatory Affairs 0 N/A Filipino 0.00%

N/A
Rodrigo M. San Pedro, Jr.
Assistant Vice President for Business 
Development  – Commercial

0 N/A Filipino 0.00%
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Title of
Class Name of Owner and Position

No. of Shares and
Nature of Ownership

(Direct or Indirect)
Citizenship

Percentage
of 

Ownership

N/A
Carlos Copernicus S. Payot
Assistant Vice President & Controller - Power 
Distribution Group

0 N/A Filipino 0.00%

Common
Clovis B. Racho
Assistant Vice President for Procurement and 
Logistics - Power Distribution Group

1,000 Direct Filipino 0.00%

N/A
Aladino B. Borja, Jr.
Assistant Vice President for Information 
Services -Power Distribution Group

0 N/A Filipino 0.00%

N/A
Roberto V. Orozco
Assistant Vice President - Civil Site 
Construction

0 N/A Filipino 0.00%

Common
Katrina M. Platon
Assistant Vice President - Legal and 
Regulatory Affairs

26,896 Direct Filipino 0.00%

Common
Arazeli L. Malapad
Assistant Vice President for Accounting - 
Power Generation Group (Luzon)

7,000 Direct Filipino 0.00%

N/A
Paquita S. Tigue - Rafols
Assistant Vice President for Corporate 
Services - Power Generation (Oil Group)

0 N/A Filipino 0.00%

Common Juan Manuel J. Gatmaitan
Assistant Vice President - Marketing 21,000 Direct Filipino 0.00%

Common
Katrina Michaela D. Calleja
Assistant Vice President – Corporate 
Branding and Communication

5,000 Direct Filipino 0.00%

N/A

Ma. Cielita C. Añiga
Assistant Vice President for Human 
Resources and Quality - Power Distribution 
Group

0 N/A Filipino 0.00%

N/A Raymond Carl R. Roseus
Assistant Vice President – Key Accounts 0 N/A Filipino 0.00%

N/A Carlo P. Cruz
Assistant Vice President – Marketing Services 0 N/A Filipino 0.00%

N/A Dave Michael V. Valeriano
Assistant Vice President - Investor Relations 0 N/A Filipino 0.00%

N/A

Socorro L. Patindol
Assistant Vice President for 
Environmental Management - Power 
Generation Group

0 N/A Filipino 0.00%

Common
Irwin C. Pagdalian
Assistant Vice President for Special 
Projects - Power Distribution Group

1,000 Direct Filipino 0.00%

N/A Cherry Aquino-Javier
Assistant Vice President – Industry Affairs 0 N/A Filipino 0.00%

Common
M. Jasmine S. Oporto
Corporate Secretary and Chief 
Compliance Officer

131,739 Direct Filipino 0.00%

Common Joseph Trillana T. Gonzales
Assistant Corporate Secretary 62,527 Direct Filipino 0.00%

TOTAL 108,108,211 1.47%
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 (3) Voting Trust Holders of Five Per Centum (5%) or More of Common Equity

  No person holds under a voting trust or similar agreement more than five per centum (5%) of AboitizPower’s
  common equity.

 (4) Changes in Control

  There are no arrangements that may result in a change in control of AboitizPower during the period covered  
  by this report.

Item 5. Directors and Executive Officers

 (a) (1)  Directors for 2013-2014
 
 Below is the list of AboitizPower’s directors for 2013-2014 with their corresponding positions and offices held for 

the past five years.  The Directors assumed their directorship during AboitizPower’s Annual Stockholders’ Meeting 
in 2013 for a term of one year.

ENRIQUE M. ABOITIZ, JR.
Chairman of the Board of Directors
Chairman – Board Risk and Reputation
                     Management Committee

Mr. Enrique M. Aboitiz, Jr., 60 years old, Filipino, has served as Director and 
Chairman of the Board of Directors of AboitizPower since 2009.  He is currently 
Director and Senior Vice President of AEV and Aboitiz & Company, Inc. (ACO).  
He is also Chairman of the Board of Directors of WeatherPhilippines Foundation, 
Inc. (WeatherPhilippines).  Mr. Aboitiz graduated with a degree in Bachelor of 
Science in Business Administration, major in Economics, from Gonzaga University, 
Spokane, Washington, U.S.A.

JON RAMON ABOITIZ
Vice Chairman of the Board of Directors
Chairman – Board Corporate Governance           
                       Committee

Mr. Jon Ramon Aboitiz, 65 years old, Filipino, has been Director of 
AboitizPower since 1998 and served as Chairman of the Board from 1998 
until 2008.  Mr. Aboitiz began his career with the Aboitiz Group in 1970.  From 
a manager of the Aboitiz Shipping Corporation, Mr. Aboitiz was promoted to 
President of the company in 1976 and became President of ACO in 1991 until 
2008.  He is also Chairman of the Board of Directors of ACO; Vice Chairman 
of AboitizPower; and Director of Cotabato Light & Power Company (Cotabato 
Light), Davao Light & Power Company, Inc. (Davao Light), and International 
Container Terminal Services, Inc.  Mr. Aboitiz is also Vice Chairman of the 
Board of Directors of Union Bank of the Philippines (UnionBank).  He is 
Chairman of UnionBank’s Executive Committee, Risk Management Committee 
and Corporate Governance Committee, including the latter’s Compensation 
Remuneration and Nomination Sub-Committees.  He is President of Aboitiz 
Foundation, Inc. (Aboitiz Foundation), Trustee and Vice President of Ramon 
Aboitiz Foundation, Inc. (RAFI); Trustee of Santa Clara University, California 
and Philippine Business for Social Progress (PBSP); and member of the Board 
of Advisors of the Association of Foundations, as well as The Coca-Cola Export 
Corporation in the Philippines.  He was Director of City Savings Bank, Inc. 
(CitySavings) from 2006 up to March 2013.  Mr. Aboitiz holds a Bachelor of 
Science degree in Commerce with a major in Management from the Santa 
Clara University, California, U.S.A.
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ERRAMON I. ABOITIZ
President and Chief Executive Officer
Member – Board Corporate Governance
                    Committee
                 – Board Risk and Reputation   
                    Management Committee

Mr. Erramon I. Aboitiz, 57 years old, Filipino, has served as President and Chief 
Executive Officer of AboitizPower since 1998.  He is also President & Chief 
Executive Officer of AEV.  He has been Director of AEV since 1994 and was its 
Executive Vice President and Chief Operating Officer from 1994 to December 
2008.  He is also President and Chief Executive Officer of ACO, Chairman of 
the Board of Directors of Davao Light, San Fernando Electric Light & Power 
Co., Inc. (SFELAPCO), Cotabato Light, Subic EnerZone Corporation (SEZ), SN 
Aboitiz Power – Magat, Inc. (SNAP-Magat), SN Aboitiz Power – Benguet, Inc. 
(SNAP-Benguet), Aboitiz Renewables, Inc. (ARI), Therma Power, Inc. (TPI) and 
Aboitiz Land, Inc. (AboitizLand); and Director of UnionBank, Pilmico Foods 
Corporation (Pilmico), and Redondo Peninsula Energy, Inc. (RP Energy).  
He is also Chairman of Aboitiz Foundation and Director of Family Business 
Development Center (Ateneo de Manila University) and Philippine Disaster 
Recovery Foundation.  He obtained a Bachelor of Science degree in Business 
Administration, major in Accounting and Finance, from Gonzaga University, 
Spokane, U.S.A.

JAIME JOSE Y. ABOITIZ
Director
Member – Board Audit Committee
Executive Vice President & Chief  
     Operating Officer – Power 
     Distribution Group

Mr. Jaime Jose Y. Aboitiz, 52 years old, Filipino, was Director of AboitizPower 
from 2004 to April 2007 and has been a member of the Board Audit Commitee 
since 2010.  He was again elected as Director of AboitizPower in 2009.  He is 
also Director and President of Visayan Electric Company, Inc. (VECO); President 
and Chief Executive Officer of Cotabato Light, SEZ, and Davao Light; President 
of Mactan Enerzone Corporation (MEZ) and Balamban Enerzone Corporation 
(BEZ); Director of ARI, Hedcor Sibulan, Inc. (Hedcor Sibulan), Cebu Private Power 
Corporation (CPPC), SFELAPCO and Hedcor, Inc. (Hedcor).  He is also Trustee of 
Aboitiz Foundation.  He holds a degree in Mechanical Engineering from Loyola 
Marymount University in California, U.S.A. and a Master’s degree in Management 
from the Asian Institute of Management.

MIKEL A. ABOITIZ
Director
Member – Board Audit Committee

Mr. Mikel A. Aboitiz, 59 years old, Filipino, has been Director of AboitizPower since 
1998 and has been a member of the Board Audit Committee since 2010.  He is also 
Senior Vice President and Chief Information Officer of AEV; Director and Senior Vice 
President for Strategy of ACO; President and Chief Executive Officer of CitySavings; 
Chairman of the Board of Directors of Cebu Praedia Development Corporation 
(CPDC); Vice Chairman of AboitizLand and Propriedad del Norte, Inc. (PDNI); Director 
of Cotabato Light, Davao Light, Pilmico, Pilmico Animal Nutrition Corporation (Pilmico 
Feeds), AP Renewables, Inc. (APRI), AEV Aviation, Inc. (AEV Aviation), TPI, and Therma 
Luzon, Inc. (TLI); and Trustee and Treasurer of RAFI.  He holds a degree in Bachelor of 
Science, major in Business Administration, from Gonzaga University, Spokane, U.S.A.

ANTONIO R. MORAZA
Director
Executive Vice President & Chief  
     Operating Officer – Power Generation
     Group

Mr. Antonio R. Moraza, 57 years old, Filipino, has been Director of AboitizPower 
since 1999 and currently serves as AboitizPower’s Executive Vice President and Chief 
Operating Officer – Power Generation Group.  He has been Director of AEV since 
May 2009.  He is also Chairman of the Board of Directors of Pilmico, Pilmico Feeds, 
East Asia Utilities Corporation (EAUC), Therma Visayas, Inc. (TVI), Therma Mobile, 
Inc. (TMO), Therma South, Inc. (TSI), Therma Marine, Inc. (TMI), TLI, Luzon Hydro 
Corporation (LHC), Hedcor, Hedcor Tudaya, Inc. (Hedcor Tudaya), Hedcor Sibulan, 
and CPPC; Chairman and Chief Executive Officer of APRI; and Vice Chairman of Cebu 
Energy Development Corporation (CEDC).  He is likewise Director and Senior Vice 
President of ACO; President and Chief Executive Officer of Abovant Holdings, Inc. 
(Abovant) and ARI; and Director of SNAP-Benguet, SNAP-Magat, Southern Philippines 
Power Corporation (SPPC), STEAG State Power, Inc. (STEAG), and Western Mindanao 
Power Corporation (WMPC).  He is also Director and President of TPI and Manila-Oslo 
Renewable Enterprise, Inc. (MORE).  He holds a degree in Business Management 
from Ateneo de Manila University.
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JOSE R. FACUNDO
Independent Director
Chairman – Board Audit Committee
Member – Board Corporate Governance  
                    Committee
                 – Board Risk and Reputation  
                    Management Committee

Mr. Jose R. Facundo, 75 years old, Filipino, has been an Independent Director of 
AboitizPower since 2008 and has been a member of the Board Audit Committee 
since 2010.  He currently serves as member of the Board of Directors of Security 
Bank Corporation and Siemens, Inc. (Philippines).  Mr. Facundo has an extensive 
career in banking.  He served as a member of the Board of Directors and Executive 
Committee and as President of BPI Capital Corporation.  He was also a member 
of the Board of Directors and Executive Committee of the Bank of the Philippine 
Islands (BPI).  Prior to BPI’s merger with CityTrust Banking Corporation (CityTrust), 
Mr. Facundo served as President and Chief Executive Officer of CityTrust and 
was a member of its Board and Executive Committees.  He was also Senior 
Managing Director of Ayala Corporation and formerly a Senior Officer of Citibank 
Manila.  He also served as member of the Board of Directors of Temic Phil., Inc., 
and Chairman and member of the Board of Directors of the Philippine Clearing 
House.  He was a member of PBSP, Junior Achievement of the Philippines and the 
Rotary Club.  He holds a degree in AB Engineering and took post graduate studies 
in Statistics and Engineering.

ROMEO L. BERNARDO
Independent Director
Member – Board Audit Committee
                 – Board Corporate Governance  
                    Committee

Mr. Romeo L. Bernardo, 59 years old, Filipino, has been an Independent Director 
of AboitizPower since 2008 and has been a member of the Board Audit Committee 
since 2010.  He is the Managing Director of Lazaro Bernardo Tiu and Associates, 
a boutique financial advisory firm based in Manila.  He is also GlobalSource 
economist in the Philippines. He does World Bank and Asian Development 
Bank-funded policy advisory work.  He is Chairman of ALFM Family of Funds and 
Philippine Stock Index Fund.  He is likewise Director of several companies and 
organizations including Globe Telecom, Inc., BPI, RFM Corporation, Philippine 
Investment Management, Inc., Philippine Institute for Development Studies, 
BPI-Philam Life Assurance Corporation (formerly known as Ayala Life Assurance, 
Inc.), National Reinsurance Corporation of the Philippines and Institute for 
Development and Econometric Analysis.  He previously served as Undersecretary 
of Finance and as Alternate Executive Director of the Asian Development Bank.  
He was an Advisor of the World Bank and the International Monetary Fund 
(Washington D.C.), and served as Deputy Chief of the Philippine Delegation to 
the GATT (WTO), Geneva.  He was formerly President of the Philippine Economics 
Society; Chairman of the Federation of ASEAN Economic Societies and a faculty 
member (Finance) of the University of the Philippines.  Mr. Bernardo holds a 
degree in Bachelor of Science in Business Economics from the University of the 
Philippines (magna cum laude) and a Masters degree in Development Economics 
(top of the class) from Williams College in Williamstown, Massachusetts.

ALFONSO A. UY
Independent Director
Member – Board Audit Committee
                 – Board Corporate 
Governance   
                    Committee
                 – Board Risk and Reputation  
                    Management Committee

Mr. Alfonso A. Uy, 74 years old, Filipino, has been an Independent Director 
of AboitizPower since May 2012 and has been a member of the Board Audit 
Committee since 2013.  He currently serves as Chairman of La Filipina Uy Gongco 
Corporation, Philippine Foremost Milling Corporation and Mindanao Grain 
Processing Corporation; Vice Chairman of Panay Power Holding Corporation; 
and Director of State Properties, Inc., State Investment Trust, Inc., STEAG and 
BDO Private Bank.  He also served in various capacities in government and 
non-government organizations, such as the Federation of Filipino-Chinese 
Chambers of Commerce and Industry, Inc. as President and the City Council of 
Iloilo City as Member.  Mr. Uy is also the recipient of various awards, such as 
the Dr. Jose Rizal Award for Excellence in Business and Commerce, Outstanding 
Chemical Engineer Award of the Philippine Institute of Chemical Engineers and 
the Professional of the Year Award in the field of Chemical Engineering by the 
Philippine Regulatory Commission for the year 2005.  Mr. Uy is a graduate 
of Bachelor of Science in Chemical Engineering from the Central Philippine 
University (magna cum laude) and is a licensed Chemical Engineer.
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 Nominations for Independent Directors and Procedure for Nomination

The procedures for the nomination and election of the Independent Directors are in accordance with Rule 38 of 
the Securities Regulation Code (SRC Rule 38), AboitizPower’s Amended By-Laws and AboitizPower’s Guidelines. The 
Guidelines were duly approved by the AboitizPower Board.  AboitizPower’s By-Laws was amended on May 15, 2007 to 
incorporate the requirements of SRC Rule 38.

Nominations for Independent Directors were opened starting January 1, 2014 in accordance with Section 2 of the 
Guidelines, and the table for nominations was scheduled to be closed on February 15, 2014, also in accordance with 
Section 3 of the Guidelines.  However, the Corporate Secretary received a request from a stockholder to extend the 
deadline for submission of nominations for Independent Directors to February 28, 2014.  Upon endorsement by 
the Corporate Secretary, the Board Corporate Governance Committee, which reviews nominations for independent 
directors, approved the request for extension.

SRC Rule 38 further require that the Board Corporate Governance Committee meet to pre-screen all nominees and 
submit a Final List of nominees to the Corporate Secretary so that such list will be included in the Company’s Preliminary 
and Definitive Information Statements. 

Only nominees whose names appear on the Final List shall be eligible for election as Independent Directors.  No other 
nominations shall be entertained after the Final List of nominees has been prepared.  The name of the person or group 
of persons who nominates an Independent Director shall be identified in such report including any relationship with 
the nominee.  

In approving the nominations for Independent Directors, the Board Corporate Governance Committee considered the 
guidelines on the nominations of Independent Directors prescribed in SRC Rule 38, the Guidelines and AboitizPower’s 
Revised Manual on Corporate Governance.  The Board Corporate Governance Committee took over the functions of the 
Board Nominations and Compensation Committee pursuant to an amendment in the Company’s Manual on Corporate 
Governance in 2009.  The Chairman of the Board Corporate Governance Committee is Mr. Jon Ramon Aboitiz.  The 
voting members are Messrs. Erramon I. Aboitiz, Jose R. Facundo, Romeo L. Bernardo and Alfonso A. Uy, while the ex-
officio non-voting members are Ms. M. Jasmine S. Oporto and Mr. Xavier Jose Aboitiz.

No nominations for Independent Director shall be accepted at the floor during the Annual Stockholders’ Meeting at 
which such nominee is to be elected.  However, Independent Directors shall be elected in the Annual Stockholders’ 
Meeting during which other members of the Board are to be elected.

Messrs. Romeo L. Bernardo, Alfonso A. Uy, and Mr. Carlos C. Ejercito are the nominees for Independent Directors of 
AboitizPower.  They are neither officers nor employees of AboitizPower or its Affiliates, and do not have any relationship 
with AboitizPower which would interfere with the exercise of independent judgment in carrying out the responsibilities 
of an Independent Director.  Attached as Annexes “A-1,” “A-2” and “A-3” are the Certifications of Qualification of the 
Nominees for Messrs. Bernardo, Uy and Ejercito, respectively.

AboitizPower stockholders Jennifer Paloma, Maricar Suico-Le and Vicenta Aboyme have respectively nominated 
Messrs. Bernardo, Uy and Ejercito as AboitizPower’s Independent Directors.  None of the nominating stockholders has 
any relation to Messrs. Bernardo, Uy or Ejercito.

Other Nominees for Election as Members of the Board of Directors

As conveyed to the Corporate Secretary, the following have also been nominated as members of the Board for the 
ensuing year 2014-2015:

  Jon Ramon Aboitiz
  Erramon I. Aboitiz
  Antonio R. Moraza
  Mikel A. Aboitiz
  Enrique M. Aboitiz, Jr.
  Jaime Jose Y. Aboitiz
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Pursuant to Section 7, Article I of the Amended By-Laws of AboitizPower, nominations for members of the Board, other 
than Independent Directors, for the ensuing year must be received by the Corporate Secretary no less than 15 working 
days prior to the Annual Stockholders’ Meeting on May 19, 2014 or not later than April 25, 2014.

All other information regarding the positions and offices by the abovementioned nominees, except for Mr. Carlos C. 
Ejercito, are integrated in Item 5 (a)(1) above.  Mr. Ejercito is being nominated to the Board for the first time.

Below is the profile of Mr. Ejercito including his positions and offices held for the past five years.

CARLOS C. EJERCITO
Nominee

Mr. Carlos C. Ejercito, 68 years old, Filipino, was nominated as an Independent 
Director of Aboitiz Power Corporation.  He is currently the Chairman and 
President of Morganhouse Holdings, Inc., Morganhouse Properties, Inc., and 
CR Nichrome, Inc. He is also currently the Chairman and Chief Executive Officer 
of Northern Access Mining, Inc., Forum Cebu Coal Corporation, Kaipara Mining 
and Development Corporation and Mount Grace Hospitals, Inc.  He is also a 
Director of Medical Center Manila, Unihealth Tagaytay Medical Center and VR 
Potenciano Medical Center, and an Independent Director of Bloomberry Resorts 
Corporation and Monte Oro Resources and Energy Corporation.  Mr. Ejercito 
was a former Director of the National Grid Corporation of the Philippines and 
the former President and CEO of United Laboratories, Inc., Unilab Group of 
Companies and Univet Agricultural Products, Inc.  Mr. Ejercito was a member 
of the Board of Governors of Management Association of the Philippines for 
2012 and 2013 and is currently a member of the National Executive Committee 
of Bishops Businessmen Conference on Human Development and of the 
Philippines-US Business Council.  Mr. Ejercito graduated cum laude from the 
University of East with a degree in Bachelor of Business Administration.  He also 
completed the Management Development Program of the Harvard Business 
School in 1983 and has completed the coursework for Masters of Business 
Administration at the Ateneo Graduate School of Business.  Mr. Ejercito is a 
certified public accountant.
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Officers for 2013-2014

Below is the list of AboitizPower’s officers for 2013-2014 with their corresponding positions and offices held for the 
past five years.  The officers assumed their positions during AboitizPower’s annual organizational meeting in 2013 for 
a term of one year.

ENRIQUE M. ABOITIZ, JR.
Chairman of the Board of Directors
Chairman – Board Risk and Reputation
                      Management Committee

Mr. Enrique M. Aboitiz, Jr., 60 years old, Filipino, has served as Director and 
Chairman of the Board of Directors of AboitizPower since 2009.  He is currently 
Director and Senior Vice President of AEV and ACO.  He is also Chairman of the 
Board of Directors of WeatherPhilippines.  Mr. Aboitiz graduated with a degree 
in Bachelor of Science in Business Administration, major in Economics, from 
Gonzaga University, Spokane, Washington, U.S.A.

JON RAMON ABOITIZ
Vice Chairman of the Board of Directors
Chairman – Board Corporate
                      Governance Committee

Mr. Jon Ramon Aboitiz, 65 years old, Filipino, has been Director of AboitizPower 
since 1998 and served as Chairman of the Board from 1998 until 2008.  Mr. Aboitiz 
began his career with the Aboitiz Group in 1970.  From a manager of the Aboitiz 
Shipping Corporation, Mr. Aboitiz was promoted to President of the company in 
1976 and became President of ACO in 1991 until 2008.  He is also Chairman of 
the Board of Directors of ACO; Vice Chairman of AboitizPower; and Director of 
Cotabato Light, Davao Light, and International Container Terminal Services, Inc.  
Mr. Aboitiz is also Vice Chairman of the Board of Directors of UnionBank.  He 
is Chairman of UnionBank’s Executive Committee, Risk Management Committee 
and Corporate Governance Committee, including the latter’s Compensation 
Remuneration and Nomination Sub-Committees.  He is President of Aboitiz 
Foundation, Trustee and Vice President of RAFI; Trustee of Santa Clara University, 
California and PBSP; and member of the Board of Advisors of the Association of 
Foundations, as well as The Coca-Cola Export Corporation in the Philippines.  He 
was Director of CitySavings from 2006 up to March 2013.  Mr. Aboitiz holds a 
Bachelor of Science degree in Commerce with a major in Management from the 
Santa Clara University, California, U.S.A.

ERRAMON I. ABOITIZ
President and Chief Executive Officer
Member – Board Corporate Governance  
                     Committee
                 –  Board Risk and Reputation  
                     Management Committee

Mr. Erramon I. Aboitiz, 57 years old, Filipino, has served as President and Chief 
Executive Officer of AboitizPower since 1998.  He is also President & Chief 
Executive Officer of AEV.  He has been Director of AEV since 1994 and was its 
Executive Vice President and Chief Operating Officer from 1994 to December 
2008.  He is also President and Chief Executive Officer of ACO, Chairman of 
the Board of Directors of Davao Light, SFELAPCO, Cotabato Light, SEZ, SNAP-
Magat, SNAP-Benguet, ARI, TPI and AboitizLand; and Director of UnionBank, 
Pilmico, and RP Energy.  He is also Chairman of Aboitiz Foundation and Director 
of Family Business Development Center (Ateneo de Manila University) and 
Philippine Disaster Recovery Foundation.  He obtained a Bachelor of Science 
degree in Business Administration, major in Accounting and Finance, from 
Gonzaga University, Spokane, U.S.A.

ANTONIO R. MORAZA
Director
Executive Vice President and Chief   
     Operating Officer – Power 
     Generation Group

Mr. Antonio R. Moraza, 57 years old, Filipino, has been Director of AboitizPower 
since 1999 and currently serves as AboitizPower’s Executive Vice President and 
Chief Operating Officer – Power Generation Group.  He has been Director of AEV 
since May 2009.  He is also Chairman of the Board of Directors of Pilmico, Pilmico 
Feeds, EAUC, TVI, TMO, TSI, TMI, TLI, LHC, Hedcor, Hedcor Tudaya, Hedcor Sibulan, 
and CPPC; Chairman and Chief Executive Officer of APRI; and Vice Chairman of  
CEDC.  He is likewise Director and Senior Vice President of ACO; President and Chief 
Executive Officer of Abovant and ARI; and Director of SNAP-Benguet, SNAP-Magat, 
SPPC, STEAG, and WMPC.  He is also Director and President of TPI and Manila-Oslo 
Renewable Enterprise, Inc. (MORE).  He holds a degree in Business Management 
from Ateneo de Manila University.
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JAIME JOSE Y. ABOITIZ
Director
Member – Board Audit Committee  
Executive Vice President and Chief 
     Operating Officer – Power  
     Distribution Group

Mr. Jaime Jose Y. Aboitiz, 52 years old, Filipino, was Director of AboitizPower from 
2004 to April 2007 and is a member of the Board Audit Commitee.  He was again 
elected as Director of AboitizPower in 2009.  He is also Director and President of 
VECO; President and Chief Executive Officer of Cotabato Light, SEZ, and Davao 
Light; President of MEZ and BEZ; Director of ARI, Hedcor Sibulan, CPPC, SFELAPCO 
and Hedcor.  He is also Trustee of Aboitiz Foundation.  He holds a degree in 
Mechanical Engineering from Loyola Marymount University in California, U.S.A. 
and a Master’s degree in Management from the Asian Institute of Management.

JUAN ANTONIO E. BERNAD
Executive Vice President – Strategy 
     and Regulation

Mr. Juan Antonio E. Bernad, 57 years old, Filipino, has been AboitizPower’s Executive Vice 
President for Strategy and Regulation since 2009.  He previously served AboitizPower in 
several capacities, as Director from 1998 until May 18, 2009, as Executive Vice President/
Chief Financial Officer/Treasurer from 1998 to 2003 and as Executive Vice Preisdent for 
Regulatory Affairs/Chief Financial Officer from 2004 to 2007.  He is also AEV’s Senior 
Vice President, a position he has held since 1995.  He was AEV’s Senior Vice President - 
Electricity Regulatory Affairs from 2004 to 2007 and Senior Vice President - Chief Financial 
Officer from 1995 to 2004.  He is Executive Vice President for Strategy and Regulation 
of AboitizPower; Executive Vice President - Regulatory Affairs of Davao Light; Director 
and Senior Vice President of VECO; and Director of Cotabato Light, AEV Aviation, APRI 
and UnionBank.  He has an Economics degree from Ateneo de Manila University and 
a Master’s degree in Business Administration from The Wharton School, University of 
Pennsylvania, U.S.A.

LUIS MIGUEL O. ABOITIZ 
Senior Vice President  – Power  
     Marketing and Trading

Mr. Luis Miguel O. Aboitiz, 49 years old, Filipino, has been AboitizPower’s Senior 
Vice President – Power Marketing and Trading since 2009.  He is currently First Vice 
President of AEV and ACO; President and Chief Executive Officer of Aboitiz Energy 
Solutions, Inc. (AESI) and Adventenergy Solutions, Inc. (Adventenergy); Director of 
Hedcor, STEAG, ARI, TPI, Pilmico Feeds, Pilmico, MORE, TMO, Therma Power Visayas, 
Inc. (TPVI), TSI, TLI, APRI, Hedcor Tudaya, Pagbilao Energy Corporation (Pagbilao 
Energy), CPDC and Hedcor Sibulan. He is Director of Philippine Electric Market 
Corporation, and President and Chairman of the Board of Philippine Independent 
Power Producers Association.  He graduated from Santa Clara University, California, 
U.S.A. with a Bachelor of Science degree in Computer Science and Engineering and 
took his Masters in Business Administration at the University of California in Berkeley, 
U.S.A.

GABRIEL T. MAÑALAC
Senior Vice President  – Group Treasurer

Mr. Gabriel T. Manalac, 57 years old, Filipino, has been AboitizPower’s Treasurer since 
2004 and its Senior Vice President - Group Treasurer since 2009.  He is Senior Vice 
President – Group Treasurer of AEV since 2009.  He joined AEV as Vice President 
for Treasury Services in 1998 and was promoted to First Vice President for Treasury 
Services in 2004.  He is also Vice President and Treasurer of Davao Light, and 
Treasurer of Cotabato Light.  Mr. Manalac graduated cum laude with a Bachelor 
of Science degree in Finance and a Bachelor of Arts in Economics degree from De 
La Salle University.  He obtained his Masters of Business Administration in Banking 
and Finance degree from the Asian Institute of Management and was awarded the 
Institute’s Scholarship for Merit.

IKER M. ABOITIZ
Ex-Officio Member – Board Risk and 
     Reputation Management Committee
First   Vice   President/ Corporate  
     Information Officer

Mr. Iker M. Aboitiz, 41 years old, Filipino, has been AboitizPower’s First Vice President 
since 2007.  He is currently First Vice President – Finance of AEV; Director and Chief 
Financial Officer of Abovant; Director and Chief Financial Officer and Treasurer 
of Hijos de F. Escano, Inc. (Hijos); Director of Cotabato Light, TPI, ARI, CPPC, EAUC, 
AEV Aviation and UnionBank.  He is Treasurer of MEZ and SEZ.  He has extensive 
professional experience in corporate finance within and outside the Aboitiz Group.  
He was previously Chief Financial Officer of AboitizPower and Aboitiz Construction 
Group, Inc. (ACGI).  He graduated cum laude from Boston College with a degree in 
Bachelor of Science in Business Management, major in Finance.
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MANUEL R. LOZANO
First Vice President/Chief Financial   
     Officer

Mr. Manuel R. Lozano, 43 years old, Filipino, was appointed First Vice President and 
Chief Financial Officer of AboitizPower in January 2014.  He was the Chief Financial 
Officer of the Power Generation Group of AboitizPower from 2009 up to 2013.  He 
is currently Director and Chief Financial Officer of Hedcor and Hedcor Sibulan.  He 
is concurrently Chief Financial Officer/Treasurer of APRI and TLI. He is Director and 
Treasurer of TMI.  Before he joined the Aboitiz Group, he was the Chief Financial 
Officer and Director of Paxys, Inc., a PSE-listed company focused on the BPO industry 
and other IT-related sectors within the Asia Pacific region.  He has a wide range of 
experience working in several financial institutions.  He earned his Bachelor of Science 
in Business Administration degree from the University of the Philippines - Diliman and 
his Masters in Business Administration from The Wharton School of the University of 
Pennsylvania, U.S.A.

MA. CHONA Y. TIU
First Vice President/Chief Financial 
     Officer – Power Distribution Group

Ms. Ma. Chona Y. Tiu, 56 years old, Filipino, was appointed First Vice President & 
Chief Financial Officer – Power Distribution Group on January 2, 2014.  She has been 
Vice President & Chief Financial Officer - Power Distribution Group of AboitizPower 
from 2009 to 2013.  She joined the Aboitiz Group in 1977 as Research Assistant of 
the Corporate Staff Department of ACO.  She rose from the ranks and held various 
finance positions in different companies within the Aboitiz Group, including ACGI 
and AboitizLand.  She joined the AboitizPower Group when she was appointed Vice 
President – Administration and Chief Finance Officer of AboitizPower’s Affiliate, VECO, 
in 2007.  She is also Director and Vice President/Chief Financial Officer/Treasurer of 
BEZ; and Vice President – Chief Financial Officer of Cotabato Light, Davao Light, SEZ 
and MEZ.  She is also Vice President/Chief Financial Officer of VECO and Director of 
SFELAPCO.

SUSAN V. VALDEZ
Chief Reputation and Chief Risk 
     Management Officer

Ms. Susan V. Valdez, 53 years old, Filipino, has been Chief Reputation Officer since 
2011, Senior Vice President and concurrent Chief Reputation Officer and Chief Risk 
Management Officer since May 2013.  She is also the Chief Reputation and Chief 
Risk Management Officer of AboitizPower since December 2012.  She is also Trustee 
of Aboitiz Foundation; and Director and President of WeatherPhilippines.  Before 
joining AEV, she was the Executive Vice President and Chief Executive Officer of 
the 2GO Freight Division of Aboitiz Transport System (ATS) Corporation (ATSC) (now 
2GOGroup, Inc.) for eight years.  She was also President and Chief Executive Officer 
of Aboitiz One, Inc. (now ATS Express, Inc.) and Aboitiz One Distribution, Inc. (now 
ATS Distribution, Inc.) for two years.  Prior to heading the freight and supply chain 
business of the then ATSC, she was its Chief Finance Officer and Chief Information 
Officer for eight years.  She is a graduate of Bachelor of Science in Commerce, major 
in Accounting, from St. Theresa’s College, and she earned her Master’s degree in 
Business Management from the University of the Philippines. She completed a 
program on Management Development at Harvard Business School, Boston, U.S.A.

RAYMOND E. CUNNINGHAM
Executive Director – Business  
     Development

Mr. Raymond E. Cunningham, 71 years old, American, was appointed Executive 
Director for Business Development in August 2013.  He was AboitizPower’s First Vice 
President – Business Development from 2009 to 2013.  He has extensive experience 
in the power industry in the Philippines and the U.S.A., especially in power project 
planning, regulatory approvals, financing, design, construction and operations. He 
was previously the Business Development, Acquisitions and Special Projects Manager 
of CalEnergy International Services, General Manager of the 165-MW Casecnan 
Hydropower Plant, Senior Vice President and Project Director of San Roque Power 
Corporation, Vice President of AT&T Capital Corporation and Vice President for 
Engineering and Operations of Consolidated Power Company.  He earned his Bachelor 
of Science in Engineering degree from the US Coast Guard Academy.  He also earned 
a Naval Engineer’s degree and a Masters of Science in Mechanical Engineering from 
the Massachusetts Institute of Technology.
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THOMAS J. SLIMAN, JR.
Executive Director – Projects

Mr. Thomas J. Sliman, Jr., 54 years old, American, was appointed Executive Director for 
Projects of AboitizPower in August 2013.  He was appointed as AboitizPower’s Vice 
President – Business Development in 2010, and was its First Vice President for Business 
Development from 2012 to 2013.  He has extensive experience in the power industry, 
both in the Philippines and in the U.S.A.  After working for 20 years in the U.S.A. for the 
Southern Company in various operations and maintenance roles in thermal power plants, 
he relocated to the Philippines to work with Mirant Philippines and was initially assigned 
at the Pagbilao and Sual plants as plant manager.  He was the Executive Vice President 
- Operations for Mirant Philippines until its sale in 2007.  He previously worked with 
AboitizPower in 2009 as a consultant during AboitizPower’s submission of bid proposals 
to be the IPPA of the Pagbilao and Sual Coal-Fired Power Plants.  He earned his degree 
in Bachelor of Science in Electrical Engineering from Mississippi State University in 1983.  
He had completed approximately 75% of the required coursework for a Masters of 
Business Administration degree from the University of Southern Mississippi, Long Beach, 
Mississippi.

MANUEL M. ORIG
First Vice President – Mindanao Affairs

Mr. Manuel M. Orig, 72 years old, Filipino, was appointed AboitizPower’s First 
Vice President for Mindanao Affairs in 2010.  He has been with the Aboitiz Group 
for over 40 years.  He was the Executive Vice President of Davao Light prior to his 
appointment in AboitizPower.  He was instrumental in transforming Davao Light 
into a professional and customer-oriented organization.  In 2004, he was awarded 
the Don Ramon Aboitiz Award of Excellence, the highest recognition bestowed on 
Aboitiz Group team members and team leaders, for his outstanding contribution to 
the Aboitiz Group.  He finished his Bachelor’s degree in Commerce from the Colegio 
de San Jose - Recoletos and had his Masters in Business Administration from the 
University of the Philippines.

ROGER VICTOR E. BUENDIA
First Vice President for Trading and  
     Marketing

Mr. Roger Victor E. Buendia, 50 years old, Filipino, has been First Vice President 
for Trading and Marketing of AboitizPower since August 1, 2013.  Mr. Buendia 
was Officer-in-Charge, President and Chief Executive Officer of PNOC Renewables 
Corporation prior to joining AboitizPower.  He also served in the same company 
as Executive Vice-President and Chief Operating Officer in February 2010 and as 
Vice President for Operations from September 2009 to January 2010.  He also 
held managerial positions in various companies such as PT Shell Indonesia, Shell 
Colombia, S.A., Pilipinas Shell Petroleum Corporation and Shell Company in 
Cambodia Limited S.A.  Mr. Buendia is a licensed mechanical engineer with a 
degree in Bachelor of Science in Mechanical Engineering from the University of 
the Philippines.

ALVIN S. ARCO
First Vice President – Regulatory Affairs

Mr. Alvin S. Arco, 53 years old, Filipino, was appointed First Vice President for 
Regulatory Affairs of AboitizPower on January 2, 2014.  He is also Vice President – 
Regulatory Affairs of Davao Light and Vice President – Finance of Cotabato Light.  
He has been Vice President – Regulatory Affairs of AboitizPower from April 2007 
to December 2013.  He was Accounting Manager of AboitizPower from 1998 to 
1999, Assistant Vice President – Finance from 2000 to 2004 and Vice President 
– Finance in 2005.  Mr. Arco is a Certified Public Accountant.  He obtained his 
degree in Accountancy from the University of San Jose - Recoletos, Cebu City.

LIZA LUV L. TAJANLANGIT-MONTELIBANO
Vice President/Chief Financial Officer – 
     Power Generation Group

Ms. Liza Luv L. Tajanlangit-Montelibano, 38 years old, Filipino, has been Vice President/
Chief Financial Officer – Power Generation Group since January 2, 2014.  Prior to 
joining AboitizPower, she was the Country Controller of NXP Semiconductors.  Her 
expertise is in finance, risk assessment and internal audit arising from her previous 
experience with various multinational companies.  She also served as Chief Financial 
Officer of SteelAsia Manufacturing Corporation from September 2012 to March 
2013, and as General Manager for Finance and Administration of L’Oreal Philippines, 
Incorporated from March 2006 to August 2012.  Ms. Montelibano graduated cum 
laude from the Ateneo de Manila University with a degree in Bachelor of Science in 
Management, minor in Finance.  She is also a Certified Internal Auditor under the 
Institute of Internal Auditors, U.S.A.
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WILFREDO R. BACAREZA, JR.
Vice President – Project Development

Mr. Wilfredo R. Bacareza, Jr., 36 years old, Filipino, has been Vice President 
of AboitizPower since 2008.  Since joining AboitizPower, he has handled or 
been involved in numerous projects, such as the 300 MW coal-fired power 
plant project in Subic Bay, Philippines, acquisition of two 100 MW power 
barges located in Mindanao and the 700 MW IPPA contract for the Pagbilao 
coal plant.  He is currently in charge of developing TVI’s 300 MW coal-fired 
power plant project in Toledo City, Cebu.  He was formerly the President and 
Chief Executive Officer of the Philippine National Oil Company - Development 
Management Corporation (PNOC-DMC) from January 2006 to July 2008.  
In 2005, he served as legal adviser of the Philippine National Construction 
Corporation (PNCC) and Metropolitan Waterworks and Sewerage System 
(MWSS).  He was also a Government Corporate Attorney II in the Office of 
the Government Corporate Counsel from 2004 to 2005 and Legal Consultant 
of National Power Corporation from 2003 to 2004.  He holds a degree in 
Interdisciplinary Studies, minor in Management and Economics, from the 
Ateneo de Manila University, and he is a graduate of the Ateneo Law School 
with a degree of Juris Doctor.

ARTEMIO D. MAGNAYON
Vice President for Business 
     Development

Mr. Artemio D. Magnayon, 52 years old, Filipino, has been Vice President for 
Business Development of AboitizPower since September 10, 2013.  Prior to 
joining AboitizPower, Mr. Magnayon served as Technical Engineering Leader/
Engineering Manager in Marubeni Corporation–PT Matlamat Cakera Canggih.  
He also served in various capacities at Alstom Power Asia Pacific Sdn. Bhd. in 
the development and execution of different projects in Singapore, Indonesia, 
Malaysia, Australia, Germany, France and New Zealand. He also worked in 
different geothermal development locations in the Philippines.  Mr. Magnayon 
is a licensed mechanical engineer with a degree in Bachelor of Science in 
Mechanical Engineering from the Mapua Institute of Technology.  He received 
his post graduate degree in Executive Master of Business and Administration 
from the International Academy of Management and Economics.

WILLIAM L. RUCCIUS 
Senior Director- Business Development 

Mr. William L. Ruccius, 62 years old, American, was appointed Senior Director – 
Business Development of AboitizPower in August 2013.  He was previously Vice 
President - Business Development of AboitizPower from 2011 to 2013.  He has 
over 18 years of experience throughout Asia in the energy business.  He was 
President and Chief Executive Officer of AES Orient in Hong Kong from 1998 to 
2003.  Before joining AboitizPower, Mr. Ruccius was Managing Director of Asia 
Energy Products.  Mr. Ruccius earned his degree in Bachelor of Science in Chemical 
Engineering from Lehigh University and his Masters of Business Administration 
degree from the University of Houston, Houston, Texas, U.S.A.

JAMES TIMKO
Senior Director – Business Development

Mr. James Timko, 40 years old, American, has been Senior Director – Business 
Development of AboitizPower since December 13, 2013.  Prior to joining 
AboitizPower, Mr. Timko was Vice President, Development Engineering of Lanco 
Power International.  He also served in various capacities at WorleyParsons and 
Bechtel in the design, development and execution of different power projects 
in Asia, Australia and U.S.A.  Mr. Timko is a licensed mechanical engineer with a 
Bachelor of Science degree in Mechanical Engineering from Virginia Polytechnic 
Institute and State University, Blacksburg, Virginia, U.S.A.

JOHN ANTHONY CRANE
Senior Director – Business Development

Mr. John Anthony Crane, 49 years old, American, has been Senior Director - 
Business Development of AboitizPower since July 1, 2013.  He previously served in 
senior roles with two of the largest US integrated power and utilities companies, 
as Director of Financial Planning and Projects Analysis at Northeast Utilities 
System, Inc. (NYSE:NU) and Principal, Corporate Strategy and Development at 
PG&E Corporation, Inc. (NYSE: PCG).  Previously, he worked with engineering and 
consulting firms serving the global power and utilities sectors.  Mr. Crane holds a 
Bachelor of Arts degree in International Relations from Columbia University, New 
York, U.S.A.  He earned his Masters of Business Administration major in Finance 
from the University of Toronto, Toronto, Canada.
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KENTON E. HEUERTZ
Director for Asset Enhancement

Mr. Kenton E. Heuertz, 57 years old, American, was appointed Director for 
Asset Enhancement in September 2013.  He has been Vice President for Asset 
Management - Power Generation Group of AboitizPower from February 2012 
to August 2013.  He has extensive experience in developing, implementing and 
administering natural gas pipeline safety, loss control, environmental damage 
prevention and risk management programs acquired from working with 
natural gas pipeline companies and electric power generation, transmission 
and distribution companies in the U.S.A.  Before joining AboitizPower, Mr. 
Heuertz was previously Project Manager – Gas Engineering and Director, 
Risk and Insurance Management of MidAmerican Energy Holdings Company.  
Prior to his tenure at MidAmerican, he held various operations management 
and pipeline construction positions with NGPL/KinderMorgan and MidCon, 
Occidental Petroleum Corp.  He is a graduate of Bachelor of Arts and Sciences 
in Business Administration at William Penn University, Oskaloosa, Iowa, 
U.S.A.  He holds numerous technical engineering certificates from Texas A&M 
University and University of Texas - Austin Petroleum Extension Services, 
University of Nebraska – Lincoln, NE College of Mechanical Engineering and 
from Central Community College – Hastings, NE Computer Sciences.  He is a 
member of the American Society of Safety Engineers, an associate member 
of the American Society of Civil Engineers professional societies, and a Fourth 
Degree Member of the Knights of Columbus fraternal society.

CRISANTO R. LASET, JR.
Vice President – Trading

Mr. Crisanto R. Laset, Jr., 55 years old, Filipino, was appointed as AboitizPower’s 
Vice President – Trading on July 1, 2013.  He has been Assistant Vice President 
– Trading of AboitizPower from March 2012 to June 2013.  In 2009, he was 
appointed Assistant Vice President for Power Economics & Distribution System 
Planning.  Before he joined AboitizPower, he was Assistant Vice President - 
Technical Assistant to the Chairman of Cagayan Electric Power & Light Company, 
Inc.  He was also previously connected with ATOM Industrial Sales as Technical 
Assistant to the President.  Mr. Laset is a graduate of Bachelor of Science in 
Electrical Engineering from Mapua Institute of Technology and has units in 
Master of Science in Electrical Engineering from the University of the Philippines.

RAUL C. LUCERO
Vice President for Engineering  –   
     Power Distribution Group

Mr. Raul C. Lucero, 45 years old, Filipino, has been Vice President for Engineering - 
Power Distribution Group of AboitizPower since 2009.  He joined the Aboitiz Group 
in 1990 via Davao Light.  He became Vice President for Engineering of Davao Light in 
2000.  He was involved in the successful bid by AEV for the management of Subic Bay 
Metropolitan Authority’s distribution system in the Subic Bay Freeport Zone in 2003.  
He was promoted to Senior Vice President of Davao Light in 2004.  In the same year, 
he assisted VECO in transforming its engineering group.  He was officially transferred 
to VECO in 2008.  He is a graduate of Bachelor of Science in Electrical Engineering 
and Bachelor of Science in Electronics and Communications Engineering from the 
University of San Jose-Recoletos.  He obtained his Masters in Management degree 
from the Asian Institute of Management in 2012.

ROLAND U. GAERLAN
Vice President – Sales and Marketing

Mr. Roland U. Gaerlan, 51 years old, Filipino, has been Vice President for Marketing 
of AboitizPower since 2010.  He has extensive senior management experience and 
expertise from a diverse number of industries including fast moving consumer goods, 
telecommunications, financial services and business process outsourcing.  Before 
joining AboitizPower, he served as Vice President - Business Development and 
succeded in generating business from the U.S.A., United Kingdom, India,  Malaysia  
and the Middle East.  Mr. Gaerlan is a graduate of Bachelor of Science in Industrial 
Engineering from the University of the Philippines, and he obtained his Masters 
degree in Business Administration from the Ateneo de Manila University.
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BIENAMER D. GARCIA
Vice President – Distribution Customer  
     Services

Mr. Bienamer D. Garcia, 55 years old, Filipino, has been Vice President for Distribution 
Customer Services of AboitizPower since January 2011.  He joined the Aboitiz Group in 
2002 as an Assistant to the Chief Operating Officer and Senior Vice President of Davao 
Light.  In 2004, he assisted VECO in transforming its customer services group.  He then 
became the Vice President of Administration and Customer Services Group of VECO 
from 2004 to 2006.  He was Vice President for Retail Services and Administration 
of Davao Light prior to his appointment in AboitizPower.  Mr. Garcia is a registered 
Metallurgical Engineer.  He earned his Masters degree in Business Administration 
and diploma in School of Urban and Regional Planning from the University of the 
Philippines - Diliman.

SUSAN S. POLICARPIO
Vice President – Government Relations

Ms. Susan S. Policarpio, 57 years old, Filipino, has been AboitizPower’s Vice President 
– Government Relations since May 2012.  She was appointed as Assistant Vice 
President for Government Relations of AboitizPower in 2009.  Prior to her stint in 
AboitizPower, she was Assistant Vice President for Government Relations of ATSC 
(now 2GO Group, Inc.).  She was also Executive Director of the Domestic Shipping 
Association from 2001 to 2003.  From 1998 to 2001, she was Executive Director of the 
Honorary Investments and Trade Representatives of the Department of Trade and 
Industry.  She is a member of the Philippine Chamber of Commerce and Industry and 
is a graduate of Bachelor of Arts in Communication from St. Paul College.

ANA LIZA M. ALETA
Vice President - Management and 
Information Systems

Ms. Ana Liza M. Aleta, 46 years old, Filipino, has been Vice President for 
Management & Information Systems – Power Generation Group of AboitizPower 
since 2012.  She was appointed as Assistant Vice President & Information 
Technology (IT) Director – Power Generation Group of AboitizPower in 2009.  She 
joined the Aboitiz Group in 1989 as Marketing Assistant of ACO.  She rose from 
the ranks and held various positions relating to information technology in Pilmico.  
She was Assistant Vice President - Information Technology of APRI, before she 
joined AboitizPower.  She has 24 years of experience in information infrastructure 
and systems management with diverse background in corporate and IT strategic 
planning, domestic operations, implementation, project management and 
technical marketing.  She is a graduate of Bachelor of Science in Electronics and 
Communication Engineering from the University of San Carlos, and she earned 
her Masters in Management degree from the University of the Philippines.

CRISTINA BRIONES-BELORIA
Vice President – Controller

Ms. Cristina Briones-Beloria, 51 years old, Filipino, was appointed Vice President 
– Controller of AboitizPower on January 2, 2014.  She has been AboitizPower’s 
Assistant Vice President - Controller from 2008 to 2013.  She was Plant Controller 
of EAUC and CPPC from 2000 to 2008.  She had various consulting engagements 
in Tokyo, Japan from 1999 to 2000.  Prior to that, she served as Senior Auditor in 
the E.C. Ortiz and Co., CPAs in Chicago, Illinois, U.S.A.  Ms. Beloria holds a Bachelor 
of Science degree in Commerce, major in Accounting from the University of San 
Jose – Recoletos, Cebu City.  She passed the Certified Public Accountant Licensure 
Examination in the Philippines and in the state of Illinois, U.S.A.

MA. KRISTINA C.V. RIVERA
Vice President for  Human Resources 
     and Quality – Power Generation 
     Group 

Ms. Ma. Kristina C.V. Rivera, 43 years old, Filipino, was appointed Vice President 
for Human Resources and Quality on January 2, 2014.  She served as Assistant 
Vice President for Human Resources and Quality - Power Generation Group 
of AboitizPower from 2009 to 2013.  She has 20 years of experience in human 
resources management with a diverse background in human resource strategic 
planning, implementation and administration.  Before joining the Aboitiz 
Group in 2003, she was with the PNOC - Energy Development Corporation.  
She holds Bachelor of Science and Masters degrees in Psychology from the 
University of the Philippines - Diliman.
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RONALD ENRICO V. ABAD
Vice President for Project Development 

Mr. Ronald Enrico V. Abad, 43 years old, Filipino, was appointed AboitizPower’s 
Vice President for Project Development on January 2, 2014.  He was Assistant 
Vice President for Business Development of AboitizPower from 2012 to 2013 and 
was Assistant Vice President for Project Development from 2009 to 2012.  Prior to 
joining AboitizPower, he was a manager of TeaM Energy Corporation, and he also 
worked as manager for ABB Philippines.  He is a graduate of Bachelor of Science 
in Electrical Engineering from the University of Sto. Tomas.

DENNIS DE LA SERNA
Assistant Vice President  –  Regulatory Affairs 

Mr. Dennis de la Serna, 40 years old, Filipino, has been AboitizPower’s Assistant 
Vice President - Regulatory Affairs since 2010.  He was Contracts Manager for 
AES Philippines before joining AboitizPower.  He was also Department Manager 
of the Universal Levy, Tariff and Financial Valuation Department of the Power 
Sector Assets and Liabilities Management Corporation.  He earned his degree in 
Bachelor of Arts in Management Economics from Ateneo de Manila University 
and obtained his Masters in Business Administration from Fordham University, 
New York, U.S.A.

MARK ALBERT B. CANLAS
Assistant Vice President  – Business 
     Development

Mr. Mark Albert B. Canlas, 40 years old, Filipino, has been AboitizPower’s Assistant 
Vice President for Business Development since January 1, 2014.  Mr. Canlas was 
Senior Manager for Marketing and Customer Services of FDC Utilities, Inc.  He also 
served the National Grid Corporation of the Philippines, National Transmission 
Corporation and National Power Corporation in various capacities for more 
than ten years, most recently as the Tariff and Regulation Division Head of its 
Revenue and Regulatory Affairs Department.  He is a graduate of the University 
of Santo Tomas with a degree in Bachelor of Science in Electrical Engineering, and 
he is a registered Electrical Engineer.  He also obtained his Masters in Business 
Administration from the National College of Business and Arts.

RODRIGO M. SAN PEDRO, JR.
Assistant Vice President for Business 
     Development – Commercial 

Mr. Rodrigo M. San Pedro, Jr., 40 years old, Filipino, has been Assistant Vice 
President for Business Development - Commercial of AboitizPower since July 
2012.  Prior to joining AboitizPower, Mr. San Pedro was connected with Trans-
Asia Oil and Energy Development Corporation as Assistant Legal Counsel and 
with InterGen Management Services (Philippines) Ltd. as Manager for Corporate 
Development.  He was previously a legal officer of Chua & Munsayac Law Firm and 
held supervisory and managerial positions in various companies such as Korea 
Electric Power Corporation (KEPCO) Philippines and KEPCO Ilijan Corporation 
(KEILCO).  He earned his Bachelor of Arts degree, major in Economics, from the 
University of Santo Tomas and earned his Bachelor of Laws from the Lyceum of the 
Philippines University.  He is a member of the Integrated Bar of the Philippines.

CARLOS COPERNICUS S. PAYOT
Assistant Vice President & Controller – 
     Power Distribution Group 

Mr. Carlos Copernicus S. Payot, 49 years old, Filipino, has been Assistant Vice 
President & Controller - Power Distribution Group of AboitizPower since July 
2009.  Prior to his appointment, he served in various positions in the Aboitiz 
Group.  He was Assistant Vice President for Accounting of VECO, Assistant Vice 
President – Accounting Services of AEV and Audit Manager of ACO.  He worked 
with SyCip Gorres Velayo & Co. after graduating from the University of San Carlos 
where he earned his Bachelor’s degree in Commerce, major in Accounting (cum 
laude). He is a Certified Public Accountant.

CLOVIS B. RACHO
Assistant Vice President for Procurement 
      and Logistics – Power Distribution   
      Group

Mr. Clovis B. Racho, 49 years old, Filipino, has been Assistant Vice President for 
Procurement and Logistics - Power Distribution Group of AboitizPower since 
2009.  He joined the Aboitiz Group in 1989 as Assistant Systems Analyst of 
Davao Light, where he subsequently held various positions until his promotion 
as Department Manager of Technical Services Department in 2000.  He was 
promoted as Assistant Vice President for Procurement and Logistics of Davao 
Light in 2004.  He is the 2011 Gawad Sinop Supply Management Practitioner 
of the Year and a Diplomate in Supply Management.  He is a graduate of 
Bachelor of Science in Industrial Engineering and Bachelor of Science in 
Mechanical Engineering from Cebu Institute of Technology University, and 
he was awarded as one of its 2014 Outstanding Alumni.  He is a registered 
Mechanical Engineer.
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ALADINO B. BORJA, JR.
Assistant Vice President for Information    
     Services – Power Distribution Group 

Mr. Aladino B. Borja, Jr., 50 years old, Filipino, has been Assistant Vice 
President for Information Services - Power Distribution Group of AboitizPower 
since 2009.  He started his career with the Aboitiz Group when he was hired 
as Computer Programmer by Davao Computer Services, Inc., an Affiliate of 
Davao Light in 1997.  He later joined Davao Light in 1990 as Junior Programmer 
where he rose from the ranks, becoming Head of Information Service Group 
in 2000.  He was later assigned to VECO as Assistant Vice President for 
Information Service Group in 2004.  He graduated from Cebu Institute of 
Technology University.

CHERRY AQUINO-JAVIER
Assistant Vice President – Industry 
     Affairs 

Ms. Cherry Aquino-Javier, 35 years old, Filipino, has been Assistant Vice President 
– Industry Affairs of AboitizPower since June 3, 2013.  Prior to joining AboitizPower, 
Ms. Javier was connected with AES Philippines, Inc. where she served in various 
capacities and rose from ranks, i.e. from Market Analyst to Director for Markets.  
She also served as Consultant – Financial Market Analyst of Asian Development 
Bank and was previously connected with Power Sector Assets and Liabilities 
Management Corporation.  She is a graduate of Bachelor of Science in Statistics 
(cum laude) from the University of the Philippines - Los Baños, and she holds a 
Masters degree in Economics from the same university.

ROBERTO V. OROZCO
Assistant Vice President – Civil Site 
     Construction 

Mr. Roberto V. Orozco, 49 years old, Filipino, has been Assistant Vice President 
- Civil Site Construction of AboitizPower since January 2011.  Prior to joining 
AboitizPower, he was Senior Civil and Structural Engineer of PacificTech Solutions 
and Technical Operations Manager of the Philippine Branch of Ove Arup & 
Partners Hong Kong Ltd.  Mr. Orozco is a member of the Philippine Institute of 
Civil Engineers and the American Institute of Steel Construction.  He is a graduate 
of Bachelor of Science in Civil Engineering from Far Eastern University, and he 
obtained his Masters degree in Geotechnical Engineering from Mapua Institute 
of Technology.  To date, he has over 28 years of experience in civil, structural 
and foundation engineering both local and international.  He has been involved 
in various projects such as power plants, industrial plants, gas distribution lines, 
refinery and petrochemical plants, oil and gas facilities, airport facilities, high-rise 
buildings, roads, highway and railway infrastructures, environmental structures 
and land development.  His expertise is in the fields of technical engineering, 
construction management and engineering services, construction supervision, 
quality assurance and research and development.

ARAZELI L. MALAPAD
Assistant Vice President for Accounting –  
     Power Generation Group (Luzon)

Ms. Arazeli L. Malapad, 45 years old, Filipino, has been Assistant Vice President 
for Accounting - Power Generation Group (Luzon) of AboitizPower since 2010.  
She has 24 years of extensive experience performing finance, external audit 
and accounting managerial functions in various private companies.  She is a 
Certified Public Accountant and a member of the Philippine Institute of Certified 
Public Accountants.  She earned her Bachelor of Science in Commerce, major in 
Accounting, from Immaculate Conception College.  

PAQUITA S. TIGUE - RAFOLS
Assistant Vice President for Corporate    
     Services – Power Generation
     (Oil Group)

Ms. Paquita S. Tigue-Rafols, 49 years old, Filipino, has been Assistant Vice 
President for Corporate Services - Power Generation (Oil Group) of AboitizPower 
since May 2012.  She was appointed Assistant Vice President for Accounting – 
Power Generation (Mindanao) in 2009.  She joined the Aboitiz Group as Finance 
and Accounting Manager of the Aboitiz shipbuilding company, FBMA Marine, 
Inc. (FBMA).  She was Assistant Vice President - Finance and Controller of FBMA 
prior to her appointment in AboitizPower.  She was also connected with Trans-
Asia Shipping Lines, Inc. and Price Waterhouse/Joaquin Cunanan & Co. before 
she joined the Aboitiz Group.  Ms. Rafols is a Certified Public Accountant.  She 
holds degrees in Bachelor of Science in Commerce, major in Accounting, from St. 
Theresa’s College (magna cum laude) and Bachelor of Laws from the University 
of San Carlos.
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MA. CIELITA C. AÑIGA
Assistant Vice President for Human
     Resources and Quality - Power
     Distribution Group 

Ms. Ma. Cielita C. Añiga, 57 years old, Filipino, has been Assistant Vice President 
for Human Resources and Quality - Power Distribution Group of AboitizPower 
since January 2011.  She joined the Aboitiz Group in 1993 as Total Quality 
Management Coordinator of Davao Light.  In 1994, she was named Department 
Manager for Quality and Human Resource Development and was eventually 
promoted as Assistant Vice President, the position she held until 2000.  She 
rejoined the Aboitiz Group in 2004 as part of the management team that was 
tasked to manage and transform VECO.  She was Assistant Vice President for 
Human Resources of VECO prior to her appointment in AboitizPower.  Ms. 
Añiga holds Bachelor of Science degrees in Chemical Engineering from the 
University of Mindanao and Metallurgical Engineering from a consortium 
between the University of the Philippines and the Mindanao State University. 
She also has a Masters in Management degree, major in Industrial Relations 
from the University of the Philippines.

RAYMOND CARL R. ROSEUS
Assistant Vice President – Key Accounts 

Raymond Carl R. Roseus, 42 years old, Filipino, has been Assistant Vice 
President – Key Accounts of AboitizPower since May 1, 2013.  Mr. Roseus has 
been with the Aboitiz Group for more than five years where he rose from the 
ranks as Sales Engineer to Assistant Vice President of AESI.  He was previously 
connected with Kanematsu Corporation – Manila Branch as Assistant Manager 
for its Project and Machinery Department.  He is a graduate of Bachelor of 
Science in Mechanical Engineering from Mapua Institute of Technology, and 
he completed the course work for Masters in Business Administration from 
the Ateneo Graduate School of Business.

CARLO P. CRUZ
Assistant Vice President – Marketing 
     Services 

Mr. Carlo P. Cruz, 42 years old, Filipino, has been AboitizPower’s Assistant Vice 
President – Marketing Services since May 1, 2013.  Mr. Cruz was Assistant 
Vice President – Operations and Administration of AESI since 2012.  He is 
a management professional with more than 15 years of experience across 
various industries such as SEAOIL Philippines, Inc., Designs Ligna Enterprises 
Corp., Guevara Group of Companies and IGC Securities, Inc.  Mr. Cruz is a 
graduate of Bachelor of Arts in English Literature from the Ateneo de Manila 
University, and he earned his Masters in Business Administration from the 
University of Western Australia-Manila Campus.  He also completed an 
advanced course work on Fundamentals of Entrepreneurial Management, 
Masters in Entrepreneurship from the Asian Institute of Management.

JUAN MANUEL J. GATMAITAN
Assistant Vice President – Marketing

Mr. Juan Manuel J. Gatmaitan, 42 years old, Filipino, has been Assistant Vice 
President - Marketing of AboitizPower since 2010.  He was Assistant Vice 
President for Power Sales and Marketing of APRI prior to his appointment 
in AboitizPower.  He earned his degree in AB Management Economics from 
Ateneo de Manila University and had his Master of Business Administration in 
General Management from the Rotterdam School of Management, Erasmus 
University, Rotterdam, The Netherlands.

KATRINA MICHAELA D. CALLEJA
Assistant Vice President – Corporate 
     Branding and Communication  

Ms. Katrina Michaela D. Calleja, 36 years old, Filipino, has been Assistant Vice 
President - Branding of AboitizPower since 2011.  She joined the Aboitiz Group in 
2001 where she was Superferry’s Marketing Executive for four years. She served 
as Retail Sales and Brand Manager of 2GO Express from 2005 to 2009.  Before 
her current post, she was AboitizPower’s Brand Manager until 2010.  Ms. Calleja 
graduated from Ateneo de Manila University with a Bachelor of Arts degree, 
major in Economics.
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DAVE MICHAEL V. VALERIANO 
Assistant Vice President – Investor 
     Relations

Mr. Dave Michael V. Valeriano, 34 years old, Filipino, has been Assistant Vice 
President – Investor Relations of AboitizPower since December 2012.  He is also 
Assistant Vice President – Ivestor Relations of AEV since August 2012.  Before 
joining the Aboitiz Group, he worked at Manila Water Company, Inc. where he 
served in various capacities, the last being the Head of Treasury and Investor 
Relations Department.  Mr. Valeriano is a Bachelor of Science in Civil Engineering 
graduate from the University of the Philippines - Diliman, and passed the 
Civil Engineering licensure examination in 2012.  He completed his Masters in 
Business Administration degree from the De La Salle University Graduate School 
of Business.

IRWIN C. PAGDALIAN
Assistant Vice President for Special 
     Projects – Power Distribution Group

Mr. Irwin C. Pagdalian, 56 years old, Filipino, has been Assistant Vice President 
for Special Projects – Power Distribution Group of AboitizPower since 2011.  He 
joined the Aboitiz Group in 1980 as Staff Engineer of Davao Light, where he rose 
from the ranks and eventually co-led Davao Light’s Engineering Group.  He also 
served as Assistant Vice President for Power Systems Design of VECO.  Prior to his 
appointment in AboitizPower, he was Assistant Vice President/General Manager 
of MEZ and BEZ.  Mr. Pagdalian is a licensed engineer and a life member of 
the Institute of Integrated Electrical Engineers.  He has a degree in Bachelor of 
Science in Electrical Engineering from Cebu Institute of Technology University, 
and he studied management programs at the Asian Institute of Management.

SOCORRO L. PATINDOL 
Assistant VicePresident for 
     Environmental Management – 
     Power Generation Group 

Ms. Socorro L. Patindol, 54 years old, Filipino, has been Assistant Vice President 
for Environmental Management – Power Generation Group of AboitizPower 
since January 2012.  Ms. Patindol joined the Aboitiz Group as Assistant Vice 
President for Environmental, Health and Safety of APRI in February 2009.  
She gained extensive experience in environmental policy and planning when 
she worked for various companies all over the Philippines and across Asia, 
including the Asian Development Bank and the World Bank.  Ms. Patindol 
is a graduate of Bachelor of Science in Human Ecology from the University 
of the Philippines - Los Baños (UPLB).  She earned her Master of Science in 
Environmental Studies degree from the same school. She also holds a Masters 
degree in Environmental Resource Management from the University College 
Dublin - National University of Ireland, Dublin. She is currently completing 
her doctorate degree in Environmental Science from the University of the 
Philippines – Diliman.  She obtained four Certificates of Completion for the 
e-courses on International Environmental Law from the UN International 
Training and Research Center based in Geneva, Switzerland. She was awarded 
Distinguished Alumna for Environmental Management by the College of 
Human Ecology, UPLB.  In October 2013, she also received recognition 
as an Outstanding Alumna by the School of Environmental Science and 
Management, UPLB. Recently, she completed the certification course for Lead 
Auditors for ISO 14001 from SGS Testing & Control Services Singapore Pte Ltd.

KATRINA M. PLATON 
Assistant Vice President – Legal and 
     Regulatory Affairs 

Ms. Katrina M. Platon, 47 years old, Filipino, has been Assistant Vice President 
- Legal and Regulatory Affairs of AboitizPower since 2009.  She was Senior 
Associate General Counsel of AEV before she moved to AboitizPower 
in May 2007.  Prior to joining the Aboitiz Group, she served as Corporate 
Legal Manager of the regional headquarters of e-Room Corporation in the 
Philippines and Associate Legal Officer at the United Nations Compensation 
Commission in Geneva, Switzerland.  She started her law practice as an 
associate of Ponce Enrile Reyes & Manalastas Law Offices (Formerly Ponce 
Enrile Cayetano Reyes & Manalastas Law offices) where she specialized in 
corporate law.  She finished her Bachelor’s degree in Business Administration 
from the University of the Philippines, and she is a graduate of the Ateneo de 
Manila University - School of Law.  She took her LLM in Banking and Finance 
Law from the Boston University - School of Law in Boston, Massachusetts, 
U.S.A.
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M. JASMINE S. OPORTO
Ex-Officio Member – Board Corporate 
     Governance Committee
Corporate Secretary/Chief Compliance 
     Officer  

Ms. M. Jasmine S. Oporto, 54 years old, Filipino, has been the Corporate Secretary 
of AboitizPower since 2007.  She was appointed Chief Compliance Officer of 
AboitizPower in December 2012.  She was also promoted as Senior Vice President 
– Chief Legal Officer, Corporate Secretary and Compliance Officer of AEV in May 
2012.  She is also Vice President for Legal Affairs of Davao Light; Corporate 
Secretary of Hijos and Assistant Corporate Secretary of VECO.  Prior to joining 
AEV, she worked in various capacities at the Hong Kong office of Kelley Drye & 
Warren, LLP, a New York-based law firm, and the Singapore-based consulting 
firm Albi Consulting Pte. Ltd.  She obtained her Bachelor of Laws degree from 
the University of the Philippines and is a member of both the Philippine and 
New York bars.  She is an Associate of the Institute of Corporate Directors and 
completed the course for Corporate Governance and Risk Management for Board 
of Trustees/Directors of Banks.

JOSEPH TRILLANA T. GONZALES
Assistant Corporate Secretary

Mr. Joseph Trillana T. Gonzales, 46 years old, Filipino, has been Assistant Corporate 
Secretary of AboitizPower since 2007.  He is also Vice President for  Legal  and  
Corporate  Services  of  AEV  and  Corporate  Secretary  of APRI.  He was Special 
Counsel of SyCip Salazar Hernandez & Gatmaitan Law Offices until he joined the 
Aboitiz Group in 2007 as Assistant Vice President of the Corporate and Legal 
Services of ACO.  He is a graduate of Bachelor of Arts, major in Economics, and 
Bachelor of Laws from the University of the Philippines.  He has a Master of Laws 
degree from the University of Michigan, Michigan, U.S.A.

 
  Period in which the Directors and Executive Officers Should Serve

 The directors and executive officers should serve for a period of one year.

 Term of Office of a Director

 Pursuant to the Amended By-Laws of AboitizPower, the directors are elected at each Annual Stockholders’ 
Meeting by stockholders entitled to vote.  Each director holds office until the next annual election or for a term 
of one year and until his successor is duly elected, unless he resigns, dies or is removed prior to such election.

 Any vacancy in the Board other than by removal or expiration of term may be filled by a majority vote of 
the remaining members thereof at a meeting called for that purpose, if they still constitute a quorum.  The 
director so chosen shall serve for the unexpired term of his predecessor in office.

(2) Significant Employees

 AboitizPower considers the contribution of every employee important to the fulfillment of its goals.

(3) Family Relationships

 Messrs. Jaime Jose and Luis Miguel Aboitiz are first cousins.  Messrs. Jon Ramon and Mikel Aboitiz are brothers.   
Messrs. Erramon, Enrique, Jr. and Iker Aboitiz are brothers as well.  Messrs. Jon Ramon and Mikel are second 
cousins of Messrs. Erramon, Enrique, Jr., Iker, Jaime Jose and Luis Miguel Aboitiz.

 (4) Involvement in Certain Legal Proceedings as of March 31, 2014

 To the knowledge and/or information of AboitizPower, none of its nominees for election as directors, its present 
members of the Board or its executive officers, is presently involved in any legal proceeding or bankruptcy 
petition or has been convicted by final judgment, or being subject to any order, judgment or decree or has 
violated the securities or commodities law in any court or government agency in the Philippines or elsewhere, 
or for the past five years and the preceding years until March 31, 2014, which would put to question his/her 
ability and integrity to serve AboitizPower and its stockholders.
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(5) Certain Relationships and Related Transactions

 AboitizPower and its subsidiaries and associates (hereinafter referred to as the Group), in their regular conduct 
of business, have entered into related party transactions consisting of professional fees, advances and rental 
fees.  These are made on an arm’s length basis as of the time of the transactions.

 AboitizPower (Parent) has provided support services to its Business Units such as marketing, trading, billing 
and other technical services necessary for the effective and efficient management and operations among and 
between the Subsidiaries and Associates.

 The Group has existing Service Level Agreements (SLA) with its parent company, AEV, for corporate center 
services, such as human resources, internal audit, legal, information technology, treasury and corporate 
finance, among others.  These services are obtained from AEV to enable the Group to realize cost synergies 
and optimize expertise at the corporate center.  AEV maintains a pool of highly qualified professionals with 
business expertise specific to the businesses of the Group.  Transaction costs are always benchmarked on third 
party rates to ensure competitive pricing and consistency to prevailing industry standards. SLAs are in place to 
ensure quality of service. 

 
 Energy fees are billed by the Group to related parties, and the Group also purchased power from associates 

arising from (i) PPA/PSA or ESA (Note 21) and (ii) replacement power contracts (Note 22). 

 AboitizPower and certain Subsidiaries and Associates are leasing office spaces from Cebu Praedia Development 
Corporation and Aboitiz Land, Inc. and Subsidiaries.  Rental rates are comparable with prevailing market prices.

 Additional information on related party transactions is found under the section on Transactions with and/or 
Dependence on Related Parties.

 No other transaction, without proper disclosure, was undertaken by the Company in which any director or 
executive officer, any nominee for election as director, any beneficial owner (direct or indirect) or any member 
of his immediate family was involved or had a direct or indirect material interest.

 AboitizPower employees are required to promptly disclose any business and family-related transactions with 
the Company to ensure that potential conflicts of interest are brought to the attention of management.

(6) Parent Company

 AboitizPower’s parent company is AEV.  As of March 31, 2014, AEV owns 76.88% of AboitizPower.  In turn, ACO 
owns, as of March 31, 2014, 49.54 % of AEV.

(b) Resignation or Refusal to Stand for Re-election by Members of the Board of Directors

No director has resigned or declined to stand for re-election to the Board since the date of AboitizPower’s  last Annual 
Stockholders’ Meeting because of a disagreement with AboitizPower on matters relating to its operations, policies and 
practices.

 
Item 6. Compensation of Directors and Executive Officers

(a) Summary of Compensation of Executive Officers

 Information as to the aggregate compensation paid or accrued to AboitizPower’s Chief Executive Officer and other 
highly compensated executive officers, as well as other officers and directors during the last two completed fiscal years 
and the ensuing fiscal year, is as follows:
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Chief Executive Officer and the Four Most
Highly Compensated Officers*

Year Salary Bonus
Other Annual 
Compensation

1.  Erramon I. Aboitiz
     - President and Chief Executive Officer

2. Antonio R. Moraza
- Executive Vice President & Chief Operating  

Officer - Power Generation Group

3.  Jaime Jose Y. Aboitiz
- Executive Vice President and Chief Operating  

Officer - Power Distribution Group

4.  Iker M. Aboitiz
- First Vice President and Corporate Information 

Officer

5. Thomas J. Sliman, Jr.
- Executive Director - Projects

  

 

 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

All above named officers as a group

Actual 2013 P96,370,000.00 P3,930,000.00 P15,130,000.00

Actual 2012 P49,950,000.00 P2,540,000.00 P11,740,000.00

Projected 2014 P106,010,000.00 P4,320,000.00 P24,770,000.00

All other unnamed officers and directors as a group

Actual 2013 P157, 140,000.00 P9,900,000.00 P31,150,000.00

Actual 2012 P94,100,000.00 P5,630,000.00 P26,490,000.00

Projected 2014 P172,850,000.00 P10,890,000.00 P23,880,000.00

*The Chief Executive Officer and the four most highly compensated Officers in 2013 remained the same as in 2012.

(b) Compensation of Directors

(1) Standard Arrangements

In 2013, all of AboitizPower’s directors received a monthly allowance of P100,000, except for the Chairman of 
the Board who received a monthly allowance of P150,000.  In addition, each director and each chairman of 
the Board and the Board Committees received per diem for every Board or Committee meeting attended as 
follows:

 (2) Other Arrangements

Other than payment of a director’s allowance and per diem as stated above, there are no standard  
arrangements pursuant to which directors of the Company are compensated, or are to be compensated,  
directly or indirectly, for any services provided as a director.

 (c) Employment Contracts and Termination of Employment and Change-in-Control Arrangements

  There is no compensatory plan or arrangement between AboitizPower and any executive in case of resignation or any other  
  termination of employment or from a change in the management control of AboitizPower.

Type of Meeting Directors Chairman of the Board

Board Meeting P100,000 P150,000

Type of Meeting Committee Members Chairman of the Committee

Committee Meeting P80,000 P100,000
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 (d) Warrants and Options Outstanding

  To date, AboitizPower has not granted any stock option to its directors or officers.

Item 7. Independent Public Accountant 

  The accounting firm of SyCip Gorres Velayo & Co. (SGV) has been AboitizPower’s Independent Public Accountant for the last  
  15 years.  Ms. Leovina Mae V. Chu is AboitizPower’s audit partner for 2013.  She replaced Mr. Ladislao Z. Avila, Jr., who served  
  as audit partner in 2011.  AboitizPower complies with the requirements of Section 3(b) (ix) of SRC Rule 68 on the rotation of 
   external auditors or signing partners and the two-year cooling-off period.

  Representatives of SGV will be present during the Annual Stockholders’ Meeting and will be given the opportunity to make a  
  statement if they so desire.  They are also expected to respond to appropriate questions if needed.

  There was no event in the past 15 years where AboitizPower and SGV or the handling partner had any disagreement with  
  regard to any matter relating to accounting principles or practices, financial statement disclosure or auditing scope or 
  procedure.

  In its regular meeting on February 27, 2014, the Board Corporate Governance Committee of AboitizPower approved the 
  inclusion in the agenda for the 2014 Annual Stockholders’ Meeting, a proposal to delegate to the Board the authority to  
  appoint the Company’s external auditors for 2014.  The proposal is intended to give the Board Audit Committee sufficient  
  time to evaluate the different auditing firms that have submitted engagement proposals to act as AboitizPower’s external  
  auditor for 2014. 

  As a matter of policy, the Board Audit Committee makes recommendations to the Board of Directors concerning the choice 
  of external auditor.  Mr. Jose R. Facundo is the Chairman of the Board Audit Committee.  The members are Messrs. Romeo  
  L. Bernardo, Alfonso A. Uy, Mikel A. Aboitiz and Jaime Jose Y. Aboitiz.

Item 8. Compensation Plans  

 No action is to be taken during the Annual Stockholders’ Meeting with respect to any plan pursuant to which cash or  
 non-cash compensation may be paid or distributed.

C.  ISSUANCE AND EXCHANGE OF SECURITIES

Item 9. Authorization or Issuance of Securities Other than for Exchange

No action is to be taken during the Annual Stockholders’ Meeting with respect to authorization or issuance of any 
securities other than for exchange for outstanding securities.

Item 10. Modification or Exchange of Securities

No action is to be taken during the Annual Stockholders’ Meeting with respect to modification of any class of securities 
of AboitizPower, or the issuance or authorization for issuance of one classs of securities in exchange for outstanding 
securities of another class.

Item 11. Financial and Other Information

No action is to be taken during the Annual Stockholders’ Meeting with respect to any matter specified in Items 9 or 10.

Item 12. Mergers, Consolidations, Acquisitions and Similar Matters

No action is to be taken during the Annual Stockholders’ Meeting with respect to any transaction involving [i] merger 
or consolidation into or with any other person or of any other person into or with AboitizPower; [ii] acquisition by 
AboitizPower or any of its security holders of securities of another person; [iii] acquisition of any other going business 
or of the assets thereof; [iv] sale or other transfer of all or any substantial part of the assets of AboitizPower; or [v] 
liquidation or dissolution of AboitizPower.
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Item 13. Acquisition or Disposition of Property

No action is to be taken during the Annual Stockholders’ Meeting with respect to acquisition or disposition of any 
property.

Item 14. Restatement of Accounts

No action is to be taken during the Annual Stockholders’ Meeting with respect to restatement of any asset, capital or 
surplus account of AboitizPower.

D.  OTHER MATTERS

Item 15. Action with Respect to Reports

(a) Approval of the Minutes of the 2013 Annual Meeting of Stockholders dated May 20, 2013 (A summary of the Minutes is 
attached hereto as Annex “B”)

(b) Approval of the 2013 Annual Report of Management and Financial Statements of the Company

(c) General ratification of the acts of the Board and the Management from the date of the last Annual Stockholders’ Meeting 
up to the date of this meeting. (These acts are covered by resolutions of the Board duly adopted during the normal 
course of trade or business of the Company.)

Item 16. Matters Not Required to be Submitted

No action is to be taken with respect to any matter that does not require the submission to a vote of security holders.

Ratification of acts of Management and of the Board referred to in the Notice of Annual Stockholders’ Meeting refers 
only to acts done in the ordinary course of business and operation of AboitizPower, which have been duly disclosed 
to the Securities and Exchange Commission (SEC) and Philippines Stock Exchange (PSE) as may be required and in 
accordance with law.  Ratification is being sought in the interest of transparency and as a matter of customary practice 
or procedure undertaken at every annual meeting of AboitizPower stockholders.

Below is a summary of board resolutions approved during the period May 20, 2013 to March 27, 2014.

Regular Board Meeting, May 20, 2013  

1) Appointment of additional signatories for the Company’s bank accounts maintained with Union Bank of the 
Philippines – Cebu Branch 

2) Authority to infuse additional capital to Therma Power, Inc. (TPI) for its various projects 
3) Authority of the Company to appoint Poblador Bautista & Reyes Law Offices and/or any of its lawyers to be 

the Company’s attorney-in-fact for the filing of Declaration of Actual Use and/or petitions for the maintenance 
and/or renewal of the trademark registrations of the Company

4) Authority  to open credit lines with Solaire Resort & Casino,Community Development Cooperative Hospital 
(Davao), Davao Medical Hospital Foundation and San Pedro Hospital (Davao) 

5) Revocation of the authority of Ms. Kathryn Leia S. Posadas and the appointment of Ms. Janette R. Ancog 
as one of the Company’s Corporate Information Officers authorized to file reports via the Online Disclosure 
System of The Philippine Stock Exchange, Inc. 

6) Appointment of authorized representatives and signatories in relation to the annual stockholders’ meetings of 
investee companies 

7) Authority to guarantee the availment of the credit facilities of its subsidiaries
8) Authority to review a potential redundancy program for the company and its business units
9) Authority to provide parent support to Olongapo Energy Corporation in the bidding for Albay Electric 

Cooperative (ALECO) 
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Regular Board Meeting, July 31, 2013

1) Authority to guarantee availment by Therma Luzon, Inc. of the foreign exchange facility with Deutsche Bank; 
2) Authority of the Company to guarantee availment of bills purchase facility by Therma Marine, Inc. with Banco 

de Oro Unibank, Inc.
3) Authority to avail of short term loan with the Development Bank of the Philippines
4) Authority to provide support to the project financing for the 300-MW Therma South, Inc. coal-fired plant 
5) Authority to undertake the project development costs for the small hydro electric power plants
6) Authority to accept the transfer of all existing project development costs from Hedcor, Inc. 
7) Authority to infuse capital in Therma Power, Inc. and its subsidiaries, and in Aboitiz Renewables, Inc.   
8) Authority to appoint authorized representatives to enter into Non-Disclosure Agreements (NDA), Letter 

of Instructions, Memoranda of Agreement and other preliminary agreements involving potential business 
transactions and appoint authorized signatories

9) Authority to fully pay its subscription in Adventenergy, Inc.

Regular Board Meeting, September 23, 2013

1) Appointment of additional signatories for the Company’s account with Union Bank of the Philippines - Cebu 
Business Park Branch; 

2) Authority to close the Company’s dollar and current accounts with various banks 
3) Authority to guarantee the availment of the credit facilities of its subsidiaries with the Bank of Tokyo-Mitsubishi 

UFJ, Ltd. Manila Branch and Australia and New Zealand Banking Group Limited (ANZ)
4) Authority to infuse additional capital in ARI and its subsidiaries

 
Regular Board Meeting, November 27, 2013

1) Appointment of Mr. Manuel R. Lozano as additional signatory for the Company’s accounts maintained with:
(a)  Australia and New Zealand Banking Group Limited; 
(b)   Bank of Tokyo – Mitsubishi UFG, Ltd.; 
(c)  CTBC Bank (Philippines) Corp.; 
(d)   The Hongkong and Shanghai Banking Corporate Limited; 
(e)    ING Bank N.V., Manila Branch; 
(f)   Mizuho Corporate Bank, Ltd.; 
(g)  Standard Chartered Bank;  
(h)  BDO Unibank, Inc.; 
(i)    Bank of the Philippines Islands; 
(j)   China Banking Corporation; 
(k)  Metropolitan Bank & Trust Company;  
(l)   Security Bank Corporation; and 
(m) Union Bank of the Philippines.

2) Authority to infuse additional capital in Therma Power, Inc. 

Regular Board Meeting, January 23, 2014

1) Appointment of additional signatories for its account with Union Bank of the Philippines - Cebu Business Park 
Branch 

2) Authority to close and/or terminate accounts maintained with: 
(a)    Security Bank Corporation – Cebu Business Park Branch; 
(b)   Metropolitan Bank and Trust Company –Plaridel, Cebu Branch; 
(c)    Chinabank Corporation – A.S. Fortuna Branch; 
(d)   BDO Unibank - Gorordo, Cebu Branch; and 
(e)    Union Bank of the Philippines – Greenbelt Makati Branch.

3) Authority to infuse additional capital in TPI and its subsidiaries 
4) Authority to sign siffidavits of loss in relation to the certificate of registration of company vehicles 
5) Approval of the 2014 Budget
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6) Authority to explore investments in power and related industries 
7) Authority to apply for registration of marks, devices and/or logos with the Philippine Intellectual Property Office 
8) Authority to convert the Company’s unsponsored American Depository Receipts to Sponsored Level 1 

American Depository Receipts with Deutsche Bank Trust Company Americas 
9) Authority to apply for a credit line with Mercury Drug Corporation 

Special Board Meeting, March 11, 2014

1) Authority to guarantee the availment of credit facilities by its subsidiaries with BDO Unibank, Inc.
2) Authority to avail of credit facilities with China Banking Corporation and allow and guarantee the use of such 

facilities by its subsidiaries and Affiliates
3) Authority to renew its lease contract with Limketkai Gateway Tower, Cagayan de Oro City
4) Authority to give consent to the SN Power Group Restructuring and to the amendment of the Shareholders’ 

Agreements, Project Financing Documents, and other related documents involving its Subsidiaries, Manila-
Oslo Renewable Enterprise, Inc., SN Aboitiz Power – Magat, Inc. and SN Aboitiz Power – Benguet, Inc.

5) Authority to amend the Company’s Articles of Incorporation to adopt revisions to the primary purpose clause 
and adopt additional secondary purpose clauses

6) Renewal of the delegated authority to the Board of Directors to amend or repeal the Company’s By-Laws or 
adopt New By-Laws

7) Approval of the Audited Financial Statements of the Company as of December 31, 2013

Regular Board Meeting, March 27, 2014

1) Authority to infuse additional capital in ARI and its subsidiaries
2) Approval of the additional revisions and/or ammendments to the Company’s Articles of Incorporation 
3) Approval of the ammendments to the Company’s By-Laws

Item 17. Amendment of Charter, By Laws or Other Documents 

The Board approved the proposal to amend the Primary and Secondary Purpose Clauses of the Company’s Articles 
of Incorporation (AOI) and By-Laws.  The proposal to amend the Primary and Secondary Purpose Clauses of the 
Company’s AOI will be submitted to the stockholders for approval during the Annual Stockholders’ Meeting.  Pursuant 
to the delegated authority to the Board of Directors to amend or repeal the Company’s By-Laws or adopt new By-Laws, 
the proposal to amend the Company’s By-Laws will no longer be submitted to the stockholders for approval.  

Item 18. Other Proposed Action

(a) Renewal of the Delegated Authority to the Board of Directors to Amend or Repeal the Company’s By-Laws or 
 Adopt new By-Laws.

(b) Delegation of the Authority to Elect the Company’s External Auditors for 2014 to the Board.  The proposal is intended 
 to give the Board Audit Committee sufficient time to evaluate the different auditing firms that have submitted  
 engagement proposals to act as AboitizPower’s external auditor for 2014 before submitting the final list of candidates  
 for external auditor to the Board. 

(c) Election of the Members of the Board of Directors.

(d) Ratification of Acts, Resolutions and Proceedings of the Board of Directors, Corporate Officers and Management  
 in 2013 up to May 19, 2014.

(e) Other matters.



Aboitiz Power Corporation34

SEC FORM 20 - IS (INFORMATION STATEMENT)

Item 19. Voting Procedures

(a) Votes Required for Matters submitted for Approval of the Shareholders

 Section 4, Article I of the Amended By-Laws of AboitizPower states that a quorum for any meeting of stockholders  
 shall consist of the majority of the outstanding capital stock of AboitizPower, and that a majority of such quorum  
 shall decide any question in the meeting, except those matters in which the Corporation Code requires a greater 
  proportion of affirmative votes.

 The proposal to amend the Primary and Secondary Purpose Clauses of the Company’s Articles of Incorporation 
 will be submitted to the stockholders for approval during the Annual Stockholders’ Meeting.  The amendment to the  
 Company’s Articles of Incorporation will require the approval of the 2/3 vote of the outstanding capital stock of the  
 Company.

 Regarding the election of members to the Board, nominees who receive the highest number of votes shall be declared 
 elected pursuant to Section 24 of the Corporation Code.

 For the delegation of the authority to elect external auditors for 2014 to the Board of Directors and the renewal of  
 the delegated authority to the Board of Directors to amend or repeal the Company’s By-Laws or adopt new  
 By-Laws, a majority vote of the shares present or represented during the meeting shall be necessary to approve the 
  proposed actions.

 For other matters submitted to the shareholders for approval, a vote by a majority of the shares present or represented  
 during the meeting shall be necessary to approve the proposed action.

Pursuant to the delegated authority to the Board of Directors to amend or repeal the Company’s By-Laws or adopt 
new By-Laws, the proposal to amend the Company’s By-Laws will no longer be submitted to the stockholders for 
approval.

(b) The Method by which Votes will be Counted

 In the election of directors, the top nine nominees with the most number of votes shall be declared elected. If  
 the number of nominees does not exceed the number of directors to be elected, all the shares present or represented  
 at the meeting will be cast in favor of the nominees.  If the number of nominees exceeds the number of directors to 
 be elected, voting will be done by ballots.

In the election of directors, the stockholder may choose to do any of the following:

(i) Vote such number of shares for as many person(s) as there are directors to be elected;
(ii) Cumulate such shares and give one candidate as many votes as the number of directors to be elected multiplied 

by the number of his shares; or
(iii) Distribute his shares on the same principle as option (ii) among as many candidates as he shall see fit, provided,  

that the total number of votes cast by him shall not exceed the number of shares owned by him multiplied  
by the whole number of directors to be elected.

 The method of counting the votes shall be in accordance with the general provisions of the Corporation Code. The 
 counting of votes shall be done by representatives of the Office of the Corporate Secretary, who shall serve as  
 members of the Election Committee.  The voting shall be witnessed and the results  shall be verified by the accounting 
 firm of Luis Cañete and Company.

 Other than the nominees’ election as directors, no director, executive officer, nominee or associate of the nominees  
 has any substantial interest, direct or indirect, by security holdings or otherwise, in any way in the matters to be taken  
 up during the meeting.  AboitizPower has not received any information that an officer, director or stockholder intends  
 to oppose any action to be taken at the Annual Stockholders’ Meeting.
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After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set forth 
in this report is true, complete and correct.  This report is signed in the City of Taguig on April 21, 2014

ABOITIZ POWER CORPORATION
By:
      

M. JASMINE S. OPORTO
Corporate Secretary

This Information Statement in SEC Form 20-IS is given free of charge to the stockholders prior to the 
Annual Stockholders’ Meeting of the Company. AboitizPower stockholders may likewise request 
for a copy of the Annual Report in SEC Form 17-A which will be given free of charge upon written 
request.  Please write to:
   
   Investor Relations Office
   Aboitiz Power Corporation
   NAC Tower, 32nd Street 
   Bonifacio Global City,
   Taguig City, Metro Manila 
   1634 Philippines
   email: ap_investor@aboitiz.com

Attention:  Mr. Dave Michael V. Valeriano
   
This Information Statement and the Annual Report in SEC Form 17-A will also be posted at 
AboitizPower’s website: www.aboitizpower.com.
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Aboitiz Group ACO and the companies or entities in 
which ACO has a beneficial interest, over 
which ACO directly or indirectly  exercises 
management control, including, without 
limitation, AEV, Inc., AboitizPower, 
UnionBank and their respective Subsidiaries 
and  Affiliates

AboitizLand Aboitiz Land, Inc. 

AboitizPower,
the Company,
the Issuer or the
Registrant

Aboitiz Power Corporation

AboitizPower 
Group or The 
Group 

AboitizPower and its Subsidiaries 

Abovant Abovant Holdings, Inc.

ACO Aboitiz & Company, Inc.

AdventEnergy Adventenergy, Inc. 

AESI Aboitiz Energy Solutions, Inc.

AEV Aboitiz Equity Ventures, Inc.

Affiliate With respect to any Person, any other 
Person directly or indirectly Controlled or is 
under common Control by such Person

Ambuklao-Binga 
Hydroelectric 
Power Complex 

Refers to SNAP-Benguet’s 75-MW Ambuklao 
Hydroelectric Power Plant located in Bokod, 
Benguet and 100-MW Binga Hydroelectric 
Power Plant in Itogon, Benguet

APRI AP Renewables, Inc.

ARI Aboitiz Renewables, Inc. (formerly, 
Philippine Hydropower Corporation)

AS Ancillary Services

BEZ Balamban Enerzone Corporation

BIR Bureau of Internal Revenue

BOI Board of Investments

Bunker C A term used to designate the thickest of the 
residual fuels that is produced by blending 
any oil remaining at the end of the oil- 
refining process with lighter oil

Business Unit An Affiliate or Subsidiary of AboitizPower

CC & B Customer Care and Billing

Cebu Energy Cebu Energy Development Corporation

Chevron Chevron Geothermal Philippines
Holdings, Inc.

CIPDI Cebu Industrial Park Developers, Inc.

Cleanergy Cleanergy, Inc. (formerly, Northern Mini - 
Hydro Corporation)

Cotabato Light Cotabato Light & Power Company

COC Certificate of Compliance

Control Possession, directly or indirectly, by a Person 
of the power to direct or cause the direction 
of the management and policies of another 
Person whether through the ownership of 
voting securities or otherwise; provided, 
however, that the direct or indirect ownership 
of over 50% of the voting capital stock, 
registered capital or other equity interest of a 
Person is deemed to constitute control of that 
Person; “Controlling” and “Controlled” have 
corresponding meanings

CPDC Cebu Praedia Development Corporation

CPCN Certificate of Public Convenience and 
Necessity

CPPC Cebu Private Power Corporation

DENR Department of Environment and
Natural Resources

Davao Light Davao Light & Power Company, Inc.

DOE Department of Energy

DOLE Department of Labor and Employment

Distribution 
Companies or 
Distribution 
Utilities

Refers to BEZ, Cotabato Light, Davao Light, 
MEZ, SEZ, SFELAPCO, and VECO collectively; 
“Distribution Company” may refer to any 
one of the foregoing

EAUC East Asia Utilities Corporation 

ECC Environmental Compliance Certificate

El Paso Philippines El Paso Philippines Energy Company, Inc.

EPIRA RA 9136, otherwise known as the “Electric 
Power Industry Reform Act of 2001,” as 
amended from time to time, and including 
the rules and regulations issued thereunder

Enerzone
Companies

A term collectively referring to BEZ, MEZ 
and SEZ,  the Company’s Distribution 
Utilities operating within special economic 
zones

ERC Energy Regulatory Commission

Generation
Companies

Refers to APRI, CPPC, EAUC, Hedcor, Hedcor 
Sibulan, Hedcor Tamugan, Hedcor
Tudaya, Hedcor Sabangan, Hedcor
Bukidnon, Hedcor Itogon, LHC,
SNAP-Magat, SNAP- Benguet, SPPC, STEAG 
Power, WMPC, RP Energy, and Cebu Energy, 
TSI, TVI, TMI, TMO and other generation 
companies of the Aboitiz Group

Global Formosa Global Formosa Power Holdings, Inc.

Global Power Global Business Power Corporation of the 
Metrobank Group

Government The Government of the Republic of the 
Philippines

Greenfield Project Power generation projects that are 
developed from inception on previously 
undeveloped sites

DEFINITION OF TERMS
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GRSC Geothermal Resource Sales Contract

Guidelines AboitizPower’s Guidelines for the 
Constitution of the Nomination Committee 
and the Nomination and Election of 
Independent Directors

GWh Gigawatt-hour, or one million kilowatt-hours

HEDC Hydro Electric Development Corporation

Hedcor Hedcor, Inc.

Hedcor
Consortium

The consortium comprised of ARI, Hedcor, 
Hedcor Sibulan and Hedcor Tamugan with 
an existing PSA with Davao Light for the 
supply of new capacity to Davao Light

Hedcor Sibulan Hedcor Sibulan, Inc.

Hedcor Tamugan Hedcor Tamugan, Inc.

Hijos Hijos De F. Escaño, Inc.

IPPA Independent Power Producer Administrator

kV Kilovolt or one thousand volts

kW Kilowatt or one thousand watts

kWh Kilowatt-hour, the standard unit of energy 
used in the electric power industry. 
One kilowatt-hour is the amount of energy 
that would be produced by a generator 
producing one thousand watts for one hour

LHC Luzon Hydro Corporation

Magat Plant The 360-MW Magat Hydroelectric Power 
Plant of SNAP-Magat located at the border 
of Isabela and Ifugao provinces

MAP Maximum Average Price

MEPZ I Mactan Export Processing Zone I

MEPZ II Mactan Export Processing Zone II

MEZ Mactan Enerzone Corporation

MORE Manila-Oslo Renewable Enterprise, Inc.

MW Megawatt or one million watts

MWh Megawatt-hour

MVA Megavolt Ampere

NEA National Electrification Administration

NIA National Irrigation Authority

NPC National Power Corporation

NWRB National Water Resources Board

Open Access Open Access Retail Competition

PBR Performance-based rate-setting regulation

PEMC Philippine Electricity Market Corporation

Person Means an individual, corporation, 
partnership, association, joint stock 
company, trust, any unincorporated 
organization, or a government or political 
subdivision thereof

PHBI Pacific Hydro Bakun, Inc., a wholly owned 
subsidiary of Pacific Hydro Pty. Ltd. and a 
joint venture partner of ARI in LHC

Philippine Pesos 
or P

The lawful currency of the Philippines

PHPL or Pacific
Hydro

Pacific Hydro Pty. Ltd., an Australian 
Company which specializes in developing 
and operating renewable energy projects; 
the parent company of PHBI

PA Provisional Authority

PGPC Philippine Geothermal Production Co., Inc.

PPA Power Purchase Agreement

PSA Power Supply Agreement

PSALM Power Sector Assets and Liabilities 
Management Corporation

PSE The Philippine Stock Exchange, Inc.

PSPA Power Supply and Purchase
Agreement

RA Republic Act

Renewable
Energy Act or RE 
Law

RA 9513, otherwise known as the 
Renewable Energy Act of 2008

RORB Return-on-rate base rate-setting system

RP Energy Redondo Peninsula Energy, Inc.

Run-of-river 
hydroelectric plant

Hydroelectric power plant that generates 
electricity from the natural flow and 
elevation drop of a river

SBFZ Subic Bay Freeport Zone

SBMA Subic Bay Metropolitan Authority

SEC The Securities and Exchange
Commission of the Philippines

SEZ Subic EnerZone Corporation

Sibulan Project Two run-of-river hydropower generating 
facilities tapping the Sibulan and Baroring 
rivers in Sibulan, Santa Cruz, Davao del Sur

SFELAPCO San Fernando Electric Light and Power Co., 
Inc.

SNAP-Benguet SN Aboitiz Power – Benguet, Inc. (formerly, 
SN Aboitiz Power Hydro, Inc.)

SNAP-Magat SN Aboitiz Power – Magat, Inc.

SN Power Statkraft Norfund Power Invest AS of 
Norway

SPPC Southern Philippines Power
Corporation

STEAG Power STEAG State Power, Inc.

Subsidiary In respect of any Person, any entity (i) over 
fifty percent (50.0%) of whose capital is 
owned directly by that Person; or (ii) for 
which that Person may nominate or appoint 
a majority of the members of the board of 
directors or such other body performing 
similar functions
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TCIC Taiwan Cogeneration
International Corporation

Team Philippines Team Philippines Industrial Power II 
Corporation (formerly Mirant (Phils.) 
Industrial Power II Corp.)

TMI Therma Marine, Inc.

TMO Therma Mobile, Inc.

TSI Therma South, Inc. (formerly Therma 
Pagbilao, Inc.)

THC Tsuneishi Holdings (Cebu), Inc.

THI Tsuneishi Heavy Industries
(Cebu), Inc.

Tiwi-MakBan Tiwi-MakBan Geothermal Complex, 
composed of eight geothermal plants and 
one binary plant, located in the provinces 
of Batangas, Laguna and Albay

Therma Luzon or 
TLI

Therma Luzon, Inc.

TPI Therma Power, Inc.

TPVI Therma Power-Visayas, Inc.

Transco or NGCP National Transmission Corporation 
and, as applicable, the National Grid 
Corporation of the Philippines which is 
the Transco concessionaire

US$ or USD The lawful currency of the United
States of America

VAT Value Added Tax

VECO Visayan Electric Company, Inc.

WCIP West Cebu Industrial Park

WESM Wholesale Electricity Spot Market

WMPC Western Mindanao Power Corporation
 



Annual Report 2013 39

SEC FORM 20 - IS (INFORMATION STATEMENT)

PART 1 – BUSINESS AND GENERAL INFORMATION

Item 1.   Business

(1)  Business Development

 Incorporated in 1998, AboitizPower is a publicly-listed holding company that, through its Subsidiaries and Affiliates,is 
a leader in the Philippine power industry and has interests in a number of privately-owned generation companies and 
distribution utilities. AEV owns 76.88% of the outstanding capital stock of AboitizPower as of March 31, 2014. 

 The Aboitiz Group’s involvement in the power industry began when members of the Aboitiz family acquired 20% 
ownership interest in Visayan Electric Company, Inc. (VECO) in the early 1900s. The Aboitiz Group’s direct and active 
involvement in the power distribution industry can be traced to the 1930s when Aboitiz & Company, Inc. (ACO) 
acquired Ormoc Electric Light Company and its accompanying ice plant, Jolo Power Company and Cotabato Light & 
Power Company (Cotabato Light). In July 1946, the Aboitiz Group strengthened its position in power distribution in 
Southern Philippines when it acquired Davao Light & Power Company, Inc. (Davao Light), which is now the third largest 
privately-owned electric utility in the Philippines in terms of customers and annual gigawatthour (GWh) sales.

 In December 1978, ACO divested its ownership interests in Ormoc Electric Light Company and Jolo Power Company 
to allow these companies to be converted into electric cooperatives, which was the policy being promoted by the 
government of then-President Ferdinand Marcos.  ACO sold these two companies and scaled down its participation in 
the power distribution business in order to focus on the more lucrative franchises held by Cotabato Light, Davao Light 
and VECO.

 In response to the Philippines’ pressing need for adequate power supply, the Aboitiz Group became involved in power 
generation, becoming a pioneer and industry leader in hydroelectric energy. In 1978, the Aboitiz Group incorporated 
Hydro Electric Development Corporation (HEDC). HEDC carried out feasibility studies (including hydrological and 
geological studies) and hydroelectric power installation and maintenance and also developed hydroelectric projects in 
and around Davao City.  On June 26, 1990, the Aboitiz Group also incorporated Northern Mini-Hydro Corporation (now 
Cleanergy, Inc.) which focused on the development of mini-hydroelectric projects in Benguet province in northern 
Luzon. By 1990, HEDC and Cleanergy had commissioned and were operating 14 plants with a combined installed 
capacity of 36 megawatts (MW).  In 1996, the Aboitiz Group led the consortium that entered into a build-operate-
transfer (BOT) agreement with the National Power Corporation (NPC) to develop and operate the 70-MW Bakun AC 
hydroelectric plant in Ilocos Sur.

 AboitizPower was incorporated on February 13, 1998 as a holding company for the Aboitiz Group’s investments in power 
generation and distribution. However, in order to prepare for growth in the power generation industry, AboitizPower 
was repositioned in the third quarter of 2003 as a holding company that owned power generation assets only. The 
divestment by AboitizPower of its power distribution assets was achieved through a property dividend declaration in 
the form of AboitizPower’s ownership interests in the different power distribution companies. The property dividend 
declaration effectively transferred direct control over the Aboitiz Group’s power distribution business to AEV. Further, 
in 2005 AboitizPower consolidated its investments in mini-hydroelectric plants in a single company by transferring all 
of HEDC’s and Cleanergy’s mini-hydroelectric assets into Hedcor, Inc. (Hedcor).

 In December 2006, the Company and its partner, Statkraft Norfund Power Invest AS (SN Power) of Norway, through 
SN Aboitiz Power - Magat, Inc. (SNAP-Magat) submitted the highest bid for the 360-MW Magat hydroelectric plant 
auctioned by Power Sector Assets and Liabilities Management Corporation (PSALM). The price offered was US$530 mn. 
PSALM turned over possession and control of the Magat Plant to SNAP-Magat on April 26, 2007.

 In a share swap agreement with AEV on January 20, 2007, AboitizPower issued a total of 2,889,320,292 of its common 
shares in exchange for AEV’s ownership interests in the following distribution companies, as follows:
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• An effective 55% equity interest in VECO, which is the second largest privately-owned distribution utility in the 
Philippines in terms of customers and annual GWh sales and is the largest distribution utility in the Visayas 
region;

•  100% equity interest in each of Davao Light and Cotabato Light. Davao Light is the third largest privately-
owned distribution utility in the Philippines in terms of customers and annual GWh sales;

• An effective 64% ownership interest in Subic EnerZone Corporation (SEZ), which manages the Power 
Distribution System (PDS) of the Subic Bay Metropolitan Authority (SBMA); and

• An effective 44% ownership interest in San Fernando Electric Light and Power Co., Inc. (SFELAPCO), which 
holds the franchise to distribute electricity in the city of San Fernando, Pampanga, in Central Luzon and its 
surrounding areas.

 In February 2007, the Company, through its wholly-owned Subsidiary, Therma Power, Inc. (TPI), entered into a  
memorandum of agreement with Taiwan Cogeneration International Corporation (TCIC) to collaborate in the building 
and operation of an independent coal-fired power plant in the Subic Bay Freeport Zone (SBFZ).  In May 2007, Redondo 
Peninsula Energy, Inc. (RP Energy) was incorporated as the project company that will undertake the Subic Coal Project. 
In June 2011, TPI entered into a Shareholders’ Agreement with TCIC and Meralco PowerGen Corporation (MPGC) to 
formalize MPGC’s participation in the Subic Coal Project.  On July 22, 2011, MPGC acquired a majority interest in RP 
Energy through a Share Purchase Agreement (SPA) with TCIC and TPI.  MPGC took the controlling interest in RP Energy, 
while TCIC and TPI maintained the remaining stake equally. 

 On April 20, 2007, the Company acquired 50% of the outstanding capital stock of East Asia Utilities Corporation (EAUC) 
from El Paso Philippines Energy Company, Inc. (El Paso Philippines).  EAUC operates a Bunker C-fired plant with a 
capacity of 50 MW within the Mactan Export Processing Zone I (MEPZ I) in Mactan Island, Cebu.  On the same date, the 
Company also acquired from EAUC 60% of the outstanding common shares of Cebu Private Power Corporation (CPPC).  
CPPC operates a 70-MW Bunker C-fired plant in Cebu City.

 On June 8, 2007, as part of the reorganization of the power-related assets of the Aboitiz Group, the Company agreed to 
acquire from its Affiliate, Aboitiz Land, Inc. (AboitizLand), 100% interest in Mactan Enerzone Corporation (MEZ), which 
owns and operates the PDS in MEPZ II in Mactan Island in Cebu, and 60% interest in Balamban Enerzone Corporation 
(BEZ), which owns and operates the PDS in West Cebu Industrial Park-Special Economic Zone (WCIP-SEZ) in Balamban, 
in the  eastern part of Cebu.  The Company also consolidated its ownership interests in SEZ by acquiring the combined 
25% interest in SEZ held by AEV, SFELAPCO, Okeelanta Corporation (Okeelanta) and Pampanga Sugar Development 
Corporation (PASUDECO). These acquisitions were made through a share swap agreement which involved the issuance 
of the Company’s 170,940,307 common shares issued at the initial public offering (IPO) price of P5.80 per share in 
exchange for the foregoing equity interests in MEZ, BEZ and SEZ.

 Ownership in AboitizPower was opened to the public through an IPO of its common shares in July 2007.  Its common 
shares were officially listed in The Philippine Stock Exchange, Inc. (PSE) on July 16, 2007. 

 In August 2007, the Company, together with Vivant Energy Corporation (Vivant) of the Garcia Group, signed a 
memorandum of agreement with Global Business Power Corporation (Global Power) of the Metrobank Group for the 
construction and operation of a 3 x 82-MW coal-fired power plant in Toledo City, Cebu.  The Company, together with the 
Garcia Group, formed Abovant Holdings, Inc. (Abovant).  The Company owns 60% of Abovant.  The project, which was 
undertaken by Cebu Energy Development Corporation (Cebu Energy), a joint venture among Global Power, Formosa 
Heavy Industries and Abovant, broke ground in January 2008 and started full commercial operations on February 26, 
2011.  The Company has an effective participation of 26.40% in the project.

  On November 15, 2007, AboitizPower closed the purchase of a 34% equity ownership in STEAG State Power, Inc. (STEAG 
Power), owner and operator of a 232-MW coal-fired power plant located in PHIVIDEC Industrial Estate in Misamis 
Oriental, Northern Mindanao.  The Company won the competitive bid to buy the 34% equity from Evonik Steag GmbH 
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(formerly known as Steag GmbH) in August 2007.  The total purchase price for the 34% equity in STEAG is US$102 mn, 
inclusive of interests.

 On November 28, 2007, SN Aboitiz Power - Benguet, Inc. (SNAP-Benguet), a consortium between AboitizPower and 
SN Power, submitted the highest bid for the Ambuklao-Binga hydroelectric power complex consisting of the 75-MW 
Ambuklao hydroelectric power plant located in Bokod, Benguet and the 100-MW Binga hydroelectric power plant 
located in Itogon, Benguet. The price offered was US$325 mn.

 In 2007, AboitizPower entered into an agreement to buy the 20% equity of Team Philippines in SEZ for P92 mn. Together 
with the 35% equity in SEZ of AboitizPower’s Subsidiary Davao Light, this acquisition brought AboitizPower’s total 
equity in SEZ to 100%.

 In 2008, AboitizPower bought the 40% equity ownership of Tsuneishi Holdings (Cebu), Inc. (THC) in BEZ for approximately 
P178 mn.  The acquisition brought AboitizPower’s total equity in BEZ to 100%.

 On May 26, 2009, AP Renewables, Inc. (APRI), a wholly-owned Subsidiary of AboitizPower, took over the ownership and 
operations of the 289-MW Tiwi geothermal power facility in Albay and the 458-MW Makiling-Banahaw geothermal 
power facility in Laguna (collectively referred to as the “Tiwi-MakBan geothermal facilities”) after winning the 
competitive bid conducted by PSALM on July 30, 2008.  The Tiwi-MakBan geothermal facilities have a sustainable 
capacity of approximately 462 MW.

 Therma Luzon, Inc. (TLI), a wholly-owned Subsidiary of AboitizPower, won the competitive bid for the appointment 
of the Independent Power Producer Administrator (IPPA) of the 700-MW contracted capacity of the Pagbilao Coal-
Fired Power Plant on August 28, 2009.  It assumed dispatch control of the Pagbilao power plant on October 1, 2009, 
becoming the first IPPA in the country.  As IPPA, TLI is responsible for procuring the fuel requirements of, and for selling 
the electricity generated by, the Pagbilao power plant.  The Pagbilao power plant is located in Pagbilao, Quezon.

 AboitizPower, through its wholly-owned Subsidiary, Therma Marine, Inc. (TMI), assumed ownership over Mobile 1 and 
Mobile 2 on February 6, 2010 and March 1, 2010, respectively, after acquiring the two power barges from PSALM for 
US$30 mn through a negotiated bid concluded on July 31, 2009. Each of the barge-mounted diesel powered generation 
plants has a generating capacity of 100 MW.  Mobile 1 and Mobile 2 are moored at Barangay San Roque, Maco, 
Compostela Valley and Nasipit, Agusan del Norte, respectively.  Prior to AboitizPower’s acquisition of the barges, 
Mobile 1 was referred to as Power Barge (PB) 118 while Mobile 2 was referred to as PB 117.

 On May 27, 2011, Therma Mobile, Inc. (TMO), a wholly-owned Subsidiary of AboitizPower, acquired four barge-
mounted floating power plants located at Navotas Fishport, Manila, including their respective operating facilities, 
from Duracom Mobile Power Corporation and East Asia Diesel Power Corporation.  The barge-mounted floating power 
plants have a total installed capacity of 242 MW.  The barges have undergone rehabilitation starting July 2011, and 
on November 12, 2013, the 100 MW barge-mounted plants started their commercial operations.  The plants that are 
capable of producing the remaining 142 MW are still under rehabilitation as of December 31, 2013.

 Neither AboitizPower nor any of its Subsidiaries has ever been the subject of any bankruptcy, receivership or similar 
proceedings.

(2) Business of Issuer

 With investments in power generation and distribution companies throughout the Philippines, AboitizPower is 
considered one of the leading Filipino-owned companies in the power industry.  Based on SEC’s parameters of what 
constitutes a significant Subsidiary under Item XX of Annex B (SRC Rule 12), the following are AboitizPower’s significant 
Subsidiaries at present: ARI and its Subsidiaries, Therma Power and its Subsidiaries, the Distribution Utilities and the 
Retail Electricity Suppliers. (Please see Annex “C” hereof for AboitizPower’s Corporate Structure.)
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 (i) Principal Products

 GENERATION OF ELECTRICITY

 Since its incorporation in 1998, AboitizPower has accumulated interests in both renewable and non-renewable 
generation plants.  As of December 31, 2013, approximately 83% of AboitizPower’s net income from business segments 
is derived from its power generation business.  AboitizPower conducts its power generation activities through its 
Subsidiaries and Affiliates:

Generation 
Companies

Energy Sold
2013

Energy Sold
2012

Energy Sold
2011

Revenue
2013

Revenue
2012

Revenue
2011

(in GWh) (in mn Pesos)

APRI 2,878 3,465 3,310 13,880 15,951 14,721 

Hedcor, Inc. 160 168 170 838 887 853 

LHC  241 37 251 680 416 633 

Hedcor Sibulan 232 195 205 1,249 1,044 1,056 

SNAP - Magat 1,030 871 615 9,939 14,019 12,572 

SNAP - Benguet 629 590 330 8,448 5,993 4,028 

TLI 4,515 4,232 3,402 20,250 21,873 17,595 

Cebu Energy 1,477 1,495 1,336 7,699 8,719 7,511 

STEAG 1,485 1,516 1,456 5,007 6,138 7,549 

WMPC 553 565 443 1,373 1,362 1,352 

SPPC 308 311 268 709 707 707 

CPPC 164 175 110 1,801 2,100 1,551 

EAUC 106 86 95 1,066 1,120 993 

TMI 843 613 517 6,415 5,539 5,110 

Davao Light7 0 0 0 Revenue neutral Revenue neutral Revenue neutral 

Cotabato Light8 0 0 0 Revenue neutral Revenue neutral Revenue neutral 

   TOTAL 14,621 14,319 12,508 79,354 85,868 76,231 

The table below summarizes the Generation Companies’ operating results for the years ended 2013, 2012 and 2011.

7Plants are operated as stand-by plants and are revenue neutral, with costs for operating each plant recovered by Davao Light and Cotabato Light, as the case 
 may be, as approved by the ERC.
8Ibid.
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Aboitiz Renewables, Inc. (ARI)

Since the start of its operations in 1998, the Company has been committed to developing expertise in renewable energy 
technologies.  The Company’s management believes that due to growing concerns on the environmental impact of 
power generation using traditional fossil fuel energy sources, greater emphasis should be placed on providing adequate, 
reliable and reasonably priced energy through innovative and renewable energy technologies such as hydroelectric and 
geothermal technologies.  As such, a significant component of the Company’s future projects is expected to focus on 
those projects that management believes will allow the Company to leverage its experience in renewable energy and 
help maintain the Company’s position as a leader in the Philippine renewable energy industry.

As one of the leading providers of renewable energy in the country, AboitizPower holds all its investments in renewable 
energy through its wholly-owned Subsidiary, ARI.  ARI owns equity interests in the following generation companies:

• 100% equity interest in APRI, which owns the Tiwi-MakBan geothermal facilities;
• 50% effective interest in SNAP-Magat, which operates the 360-MW Magat hydroelectric plant in Isabela in 

northern Luzon;
• 50% effective interest in SNAP-Benguet, which operates the 231-MW Ambuklao-Binga hydroelectric power 

plant complex in Northern Luzon;
• 100% equity interest in LHC, which operates the 70-MW Bakun AC hydroelectric plant in Ilocos Sur in northern 

Luzon;
• 100% equity interest in Hedcor, which operates 16 mini-hydroelectric plants (plants with less than 10 MW in 

installed capacity) in Benguet province in Northern Luzon and in Davao City in Southeastern Mindanao with a 
total installed capacity of 42 MW;

• 100% equity interest in Hedcor Sibulan, Inc. (Hedcor Sibulan), which operates the 42.5-MW Sibulan 
hydroelectric plants in Santa Cruz, Davao del Sur. The total capacity from Hedcor Sibulan is expected to 
increase by 7 MW upon the  completion of a new power plant;

• 100% equity interest in Hedcor Tamugan, Inc. (Hedcor Tamugan), which proposes to build a 12-MW Tamugan 
hydropower project along the Tamugan River in Davao City; 

• 100% equity interest in Hedcor Tudaya, Inc. (Hedcor Tudaya), which is the project company organized to build 
the 6.6-MW Tudaya 2, a run-of-river hydropower project in Santa Cruz, Davao del Sur; and

• 100% equity interest in Hedcor Sabangan, Inc. (Hedcor Sabangan), which proposes to build the 14-MW 
Sabangan run-of-river hydropower project in Sabangan, Mountain Province.

AP Renewables, Inc. (APRI)

APRI is one of the country’s leading renewable power companies. It is a wholly-owned subsidiary of ARI that acquired 
the Tiwi-MakBan geothermal facilities located at Tiwi, Albay, Bay and Calauan, Laguna and Sto. Tomas, Batangas from 
PSALM in May 2009.  The two complexes have a total potential capacity of 693.20 MW.

As geothermal power plants, Tiwi and MakBan produce clean energy that is reasonable in cost, efficient in operation 
and environment-friendly.  With the continuous advancement in technology, APRI has set its vision to operate and 
maintain the Tiwi and MakBan geothermal complexes in accordance with the highest professional standards of world-
class independent power producers operating in a merchant market.

The Asset Purchase Agreement (APA) between APRI and PSALM required APRI to rehabilitate units 5 and 6 of the 
MakBan geothermal complex at its own cost and expense, which must be accomplished and completed within four 
years from closing of the APA in May 2009.  To date, APRI has successfully completed the refurbishment activity of the 
14 generation units at the Tiwi and MakBan facilities.  The last two remaining units to undergo refurbishment activities, 
units 5 and 6, were successfully tested in March 2013 for 72 hours, at full load per the requirements of the APA.  The 
successful completion of the performance tests triggered the return of the Miscellaneous Bond and the assignment of 
the GRSC to APRI.  Significant improvements in reliability and steam usage efficiency have been realized following the 
completion of the refurbishment activities.
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APRI is registered with the Board of Investments (BOI) as new operator of the Tiwi-MakBan geothermal complex on 
pioneer status with six years income tax holiday starting June 19, 2009.  Pursuant to the RE Law, APRI entered into a 
Geothermal Renewable Energy Operating Contract with the DOE in 2009 which extended its entitlement to income tax 
holiday by one year.

On May 26, 2013, APRI’s steam supply contract with Philippine Geothermal Production Co., Inc. (PGPC) shifted to 
GRSC.  The change is due to an existing provision under the government’s existing contract with Chevron when the 
Tiwi-Makban facilities were bidded out under the former’s privatization program.  Under the GRSC, the effective steam 
price of APRI payable to PGPC will be at a premium to coal.  Due to competition from coal plants, the contracts of APRI 
mimic that of coal plants, including the proportion of fuel to total cost of power. 

APRI entered into an Interim Agreement to modify the GRSC.  This was implemented on August 14, 2013.  This agreement 
resulted in a lower fuel cost during off-peak hours, thus allowing AboitizPower to maximize sales even during the 
period.  The Interim Agreement, which is subject to extension by mutual agreement, has been extended until April 
25, 2014.  The parties continue to discuss the merit and feasibility of mutually beneficial steam off-take arrangements.

SN Aboitiz Power – Magat, Inc. (SNAP-Magat)

SNAP-Magat is ARI’s joint venture with SN Power, a leading Norwegian hydropower company with projects and 
operations in Asia, Africa and Latin America.  On December 14, 2006, SNAP-Magat won the bid for the 360-MW Magat 
hydroelectric power plant (Magat Plant) conducted by PSALM.
 
The Magat Plant, which is located at the border of Isabela and Ifugao provinces in northern Luzon, was completed in 
1983.  As a hydroelectric facility that can be started up in a short period of time, Magat Plant is ideally suited to act 
as a peaking plant with opportunities to capture the significant upside potential that can arise during periods of high 
demand.  This hydroelectric asset has minimal marginal costs, granting it competitive advantage in terms of economic 
dispatch order versus other fossil fuel-fired power plants that have significant marginal costs.
 
The Magat reservoir has the ability to store water equivalent to 17 days of 24 hours of full generating capacity.  The 
flexibility of Magat Plant operation allows for the generation and sale of electricity at the peak demand hours of the 
day.  Magat Plant’s source of upside - water as a source of fuel and the ability to store it - is also its source of limited 
downside.  SNAP-Magat is an accredited provider of much needed Ancillary Services (AS) to the Luzon grid.  It sells 
significant portion of its available capacity to the System Operator (SO) of the Luzon grid.  SNAP-Magat’s remaining 
capacity is sold as electric energy to the spot market through the Wholesale Electricity Spot Market (WESM) and to load 
customers through bilateral contracts.

In September 2007, SNAP-Magat obtained a USD380mn loan from a consortium of international and domestic financial 
institutions which include the International Finance Corporation, Nordic Investment Bank, BDO–EPCI, Inc., Bank of 
the Philippine Islands, China Banking Corporation, Development Bank of the Philippines, The Hongkong and Shanghai 
Banking Corporation Limited, Philippine National Bank and Security Bank Corporation.  The USD380-mn loan consists 
of a dollar tranche of up to USD152 mn, and a peso tranche of up to P10.1 bn.  The financing agreement was hailed as 
the region’s first-ever project finance debt granted to a merchant power plant. It won Project Finance International’s 
Power Deal of the Year and Asset’s Best Project Finance Award as well as Best Privatization Award.  The loan was used 
to partially finance the deferred balance of the purchase price of the Magat Plant under the APA with PSALM. Part of 
the loan proceeds was also used to pay SNAP-Magat’s US$159-mn loan from AEV and the advances it made from its 
shareholders that were used to acquire the Magat Plant.  In 2012, SNAP-Magat secured top-up financing pf P5 bn for its 
recapitalization requirements and general corporate purposes.

As a hallmark of innovation in revenue generation, SNAP-Magat garnered an AS contract on October 12, 2009 with the 
NGCP, a first for a privately-owned plant.  These services are necessary to maintain power quality, reliability and stability 
of the grid. 
 
SNAP-Magat obtained BOI’s approval of its application as new operator of the Magat Plant with a pioneer status, 
which approval entitles it to an income tax holiday until July 12, 2013.  On November 16, 2012, the BOI approved SNAP 
Magat’s application for a one year extension of its income tax holiday until July 11, 2014. 
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After 25 years of operations without any major rehabilitation works done on the generating units and considering the 
age and results of technical assessments, SNAP-Magat has embarked on a refurbishment program for all major plant 
equipment for the period 2009 to 2014.   The main objective is to put back the lost efficiency and address operational 
difficulties due to obsolescence.   The project will preserve the remaining life and the continuance of its availability for 
the next 25 years.
 
Unit 3 was refurbished from March to August 2013, which refurbishment includes the replacement of power transformer 
and bus bars, upgrade of control system and installation of on-line monitoring system for the generator. 
 
Acceptance of the Magat Plant’s ancillary service (AS) nomination decreased in 2013 mainly due to the implementation 
of a new AS Procurement Agreement (ASPA) and changes in NGCP’s approval protocol.   This reduced the plant’s sold 
capacity by 41% in 2013 as compared to 2012.

The capability of SNAP-Magat as AS provider was re-certified in September 2013.  In 2013, SNAP-Magat delivered 
925,200 MWh of AS amounting to P2.969 bn.  In March 2013, SNAP-Magat and NGCP signed an ASPA for firm contracted 
capacities covering regulating and contingency reserves at 155 MW.  The ASPA also provides for additional ancillary 
reserved services for the balance of Magat Plant’s capacity. The ASPA is valid for three years from the issuance of a 
provisional or final approval by the ERC.  The ERC has issued a PA in relation to the new ASPA, paving the way for the 
implementation thereof starting July 26, 2013.
 
In terms of Greenfield development, SNAP-Magat has initiated a development pipeline of 740 MW medium to large 
hydropower projects.  These projects are in the process of securing permits and licenses and are undergoing feasibility 
assessment.

SNAP-Magat also secured the Renewable Energy Service Contract (RESC) for the Maris Main Canal Hydro Projects 1 and 
2 with a total capacity of 7.75 MW. 
 
For 2013, SNAP-Magat remitted P34.1 mn and P45 mn to the local government units (LGUs) of Isabela and Ifugao, 
respectively, as real property tax.  Moreover, SNAP-Magat also paid P8.5 mn and P17.5 mn to the LGUs of Alfonso Lista 
and Ramon, respectively, as local business tax.
 
Magat Plant passed the Certificated Audit for the second cycle of the ISO 9001 Quality Management System in September 
2013.  It also maintained certification of its Environmental Management System (ISO 14001) and Occupational Health & 
Safety Management System (OHSAS 18001) by passing the respective surveillance audits in June and September 2013. 
 
SNAP-Magat won first runner-up in the Mother Nature Category during the annual Pollution Control Association of the 
Philippines, Inc. (PCAPI) Awards in April 2013.  The Mother Nature Award is given to companies that have designed 
and successfully implemented a sound Environmental Management System, instituted comprehensive environmental 
management programs, and hold a sterling track record of community-related projects.

SN Aboitiz Power – Benguet, Inc. (SNAP-Benguet)

On November 28, 2007, SNAP-Benguet, also a consortium between ARI and SN Power, submitted the highest bid to 
PSALM for the Ambuklao-Binga hydroelectric power complex, which consists of the 75-MW Ambuklao hydroelectric 
power plant (HEPP) located in Bokod, Benguet (Ambuklao Plant) and the 100-MW Binga HEPP  located in Itogon, 
Benguet (Binga Plant).  The Ambuklao-Binga hydroelectric power complex was turned over to SNAP-Benguet on July 
10, 2008. 

In August 2008, SNAP-Benguet signed a USD375-mn loan agreement with a consortium of local and foreign banks 
where USD160 mn was taken up as USD financing and USD215 mn as peso financing.  Proceeds from the loan were used 
to partially finance the purchase price, rehabilitate the power plant complex and refinance SNAP-Benguet’s existing 
advances from shareholders with respect to the acquisition of assets.

The Binga Plant obtained an income tax holiday extension from BOI on November 28, 2012, which will be effective until 
August 12, 2014; and the Ambuklao Plant also obtained an income tax holiday extension on March 13, 2013, which will 
be valid until July 2016.
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The Ambuklao Plant re-operated in 2012 following its rehabilitation from 2008 to 2011.  The plant had been shut down 
and under preservation since 1999 due to damage from the 1990 earthquake.  In 2012, Ambuklao generated 358.584 
MWh, registered a forced outage factor of 0.01% and availability factor of 96.36%.

SNAP-Benguet received a Certificate of Compliance (COC) from the ERC in September 2013 for its rehabilitated Binga 
Plant.  The rehabilitation project commenced in May 2010 with the construction of a new headrace and intake.  The 
project also included the modernization of plant control systems, replacement of electro-mechanical components, 
and installation of new auxiliary equipment.  Each of the four units was taken down and replaced with new turbines, 
generators, and main inlet valves.  To keep the plant in operation, unit rehabilitation was done one at a time.  
Rehabilitation of Unit 4 was done in 2011 followed by Units 1 and 3 in 2012.  The rehabilitation of the remaining unit 
(Unit 2) was completed in July 2013.  From its original capacity of 100 MW, Binga Plant now has a nameplate capacity 
of 125 MW but is capable of generating up to 132 MW.  The Binga Plant rehabilitation was completed a year ahead of 
schedule, with no major environmental incidents.

The Binga Plant’s sold capacity increased by 25% (13% increase in spot energy generation and 40% increase in AS) in 
2013 mainly due to the completion of the refurbishment activities.  The capability of the Binga Plant as AS provider was 
re-certified in June 2013.  Last year, the Binga Plant delivered 582,005 MWh of AS amounting to P2.565 bn. 

On the other hand, the sold capacity factor of the Ambuklao Plant is almost unchanged at 39% even if the water inflow 
to the reservoir decreased by 8%. 

In March 2013, SNAP-Benguet and NGCP signed an AS Procurement Agreement involving the Ambuklao Plant for firm 
contracted capacities covering regulating and contingency reserves at 95 MW.  The ASPA also provides for additional 
ancillary reserved services for the balance of the Ambuklao Plant’s capacity.  The ASPA is valid for three years from the 
issuance of a provisional or final approval by the ERC.  A provisional approval from the ERC has been obtained, paving 
the way for the implementation of SNAP-Benguet’s new ASPA for the Ambuklao Plant starting July 26, 2013.

The Ambuklao Plant passed the Certificated Audit for the ISO 9001 Quality Management System in September 2013.  It 
also maintained a certification of its Occupational Health & Safety Management System (OHSAS 18001) by passing the 
surveillance audit in August 2013.  The Binga Plant maintained its certification of ISO 9001 and was also OHSAS 18001 
re-certified with the successful audits held in June and August 2013, respectively.

Although a PA from the ERC has been obtained, the ASPA involving the Ambuklao Plant was not implemented due to 
some tests that need to be completed prior to the provision of AS at low loads.

Luzon Hydro Corporation (LHC)

Up until May 10, 2011, LHC was ARI’s joint venture with Pacific Hydro Pty. Ltd. (Pacific Hydro) of Australia, a privately- 
owned Australian company that specializes in developing and operating power projects that use renewable energy 
sources, principally water and wind power.
 
On March 31, 2011, ARI, LHC and Pacific Hydro signed a Memorandum of Agreement (MOA) to give ARI full ownership 
over LHC.  Effective May 10, 2011, ARI assumed full ownership and control of LHC upon fulfillment of certain conditions 
in the MOA.

LHC operates and manages the 70-MW Bakun AC run-of-river hydropower plant located in Amilongan, Alilem, Ilocos 
Sur (Bakun Plant).  Bakun Plant was constructed and is being operated under the government’s build–operate–transfer 
(BOT) scheme.  Energy produced by the plant, approximately 254 GWh annually, is delivered and taken up by NPC 
pursuant to a power purchase agreement (Bakun PPA) and dispatched to the Luzon grid through 230-KV Bauang-Bakun 
transmission line of the NGCP.  Under the terms of the Bakun PPA, all of the electricity generated by Bakun Plant will 
be purchased by NPC for a period of 25 years from February 2001.  The Bakun PPA also requires LHC to transfer the 
Bakun Plant to NPC in February 2026, free from liens and without the payment of any compensation by NPC.  Amlan 
Power Holdings Corporation was awarded the IPPA contract for the Bakun Plant following a competitive bidding process 
conducted by PSALM.
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Hedcor, Inc. (Hedcor)

Hedcor was originally incorporated on October 10, 1986 by ACO as the Baguio-Benguet Power Development Corporation.  
ARI acquired ACO’s 100% ownership interest in Hedcor in 1998.  In 2005, ARI consolidated all of its mini-hydroelectric 
generation assets, including those developed by HEDC and Cleanergy, under Hedcor.  Hedcor currently owns, operates 
and/or manages run–of–river hydropower plants in northern Luzon and Davao with a combined installed capacity of 42 
MW.  The electricity generated from Hedcor’s hydro plants are taken up by NPC, APRI, Davao Light and Benguet Electric 
Cooperative (BENECO) pursuant to power purchase agreements with the said off takers, and the rest are sold through 
the WESM.

During the full years 2012 and 2013, Hedcor’s hydropower plants generated a total of 168 GWh and 160 GWh of 
electricity, respectively.

Northern Luzon’s climate is classified as having two pronounced season - dry from November to April and wet for the 
rest of the year.  Due to this classification, generation levels of Hedcor’s plants, particularly those located in northern 
Luzon, are typically lower during the first five months of each year.

Hedcor used to have 50% equity interest in LHC until it transferred its equity stake to its parent company, ARI, through 
a property dividend declaration in September 2007.

Hedcor Sibulan, Inc. (Hedcor Sibulan)

Hedcor Sibulan, a wholly-owned subsidiary of ARI, is the project company for the Sibulan hydropower project (the 
“Sibulan Project”).  The Sibulan Project, which broke ground on June 25, 2007, involves the construction of two run-of-
river hydropower plants, Sibulan A and Sibulan B, harnessing the Sibulan and Baroring rivers in Santa Cruz, Davao del 
Sur.  The 26-MW Sibulan B started commercial operations in March 2010.  The 16.5-MW Sibulan A was completed in 
September 2010.

Hedcor Sibulan is part of a consortium that won the competitive bidding for the 12-year PSA to supply new capacity 
to Davao Light.  All the energy generated by Hedcor Sibulan power plants are supplied to Davao Light pursuant to the 
PSA signed on March 7, 2007.  The Sibulan Project is registered as a Clean Development Mechanism project with the 
United Nations Framework Convention on Climate Change (UNFCCC) under the Kyoto Protocol.  The project was issued 
136,000 tons of carbon credits which will eventually be sold in the carbon market.

Sibulan delivered a total of 231 GWh to the Mindanao Grid in 2012.

Hedcor Sibulan is also the project company of the 6.7-MW Tudaya 1 hydropower plant which is currently being 
constructed upstream of Sibulan A’s pondage.  The estimated project cost is P1.1 bn.

Hedcor Tamugan, Inc. (Hedcor Tamugan)

Hedcor Tamugan, a wholly-owned Subsidiary of ARI, is the project company organized to build the proposed Tamugan 
run-of-river hydropower project. In 2010, Hedcor entered into a compromise agreement with the Davao City Water 
District to settle the dispute on the Tamugan water rights.  Originally planned as a 27.5-MW run-of-river facility, Hedcor 
Tamugan proposed the construction of an 11.5-MW run-of-river hydropower plant.  After Hedcor Tamugan secures all 
the required permits, the two-year construction period will commence.

Hedcor Tudaya, Inc. (Hedcor Tudaya)

Hedcor Tudaya, a Subsidiary of ARI, is the project company organized to build the 7-MW Tudaya 2 run-of-river 
hydropower plant in Astorga, Santa Cruz, Davao del Sur.  After securing the RESC with the DOE in May 2012 and all 
other permits, the project broke ground in June 2012.  Hedcor Tudaya was awarded the Confirmation of Commerciality 
as Feed-In Tariff (FIT) Eligible plant by the DOE under Department Circular No. 2013-05-0009.  Hedcor Tudaya intends 
to avail of the FIT mechanism pursuant to the RE Law.  The project, which is estimated to cost  P1.1 bn, is 95% complete 
and is expected to be completed in March 2014.
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Hedcor Sabangan, Inc. (Hedcor Sabangan)

Hedcor Sabangan, a Subsidiary of ARI, is the project company organized to build the proposed 14-MW run-of-river 
hydropower project in Sabangan, Mountain Province.  As part of the process of getting Free and Prior Informed Consent 
(FPIC) for the project required under the Indigenous Peoples’ Rights Act of 1997 (IPRA), Hedcor Sabangan signed a 
Memoranda of Agreement with the indigenous peoples of Barangays Namatec and Napua, the Municipality of Sabangan 
and the Mountain Province in February, March and July 2011, respectively.

The project broke ground in June 2013, after it was granted all the permits and licenses in the first quarter of 2013.  The 
estimated cost for this project is P1.7 bn.  The project was awarded the Confirmation of Commerciality as FIT Eligible 
plant by the DOE under Department Circular 2013-05-0009 pursuant to the RE Law.  Hedcor Sabangan intends to avail 
of the FIT mechanism.

Therma Power, Inc. (TPI)

TPI is AboitizPower’s holding company for its non-renewable energy projects and has equity interests in the following 
generation companies:

• 100% equity interest in TLI, the IPPA of the 700-MW contracted capacity of the Pagbilao Plant in Quezon 
Province;

• 100% equity interest in TMI, owner and operator of Mobile 1 and 2, barge-mounted power plants in 
Maco, Compostela Valley and Nasipit, Agusan del Norte, each with a generating capacity of 100 MW;

• 100% controlling interest in TMO, owner of  Mobile 3 – 6, barge-mounted power plants in Navotas 
Fishport, Manila with a total generating capacity of 242 MW;

• 26% effective interest in Cebu Energy, which operates a 3 x 82-MW coal-fired power plant in Toledo City, 
Cebu;

• 100% equity interest in TSI, the project company that is currently building a 300-MW circulating fluidized 
bed coal-fired plant in Toril, Davao City;

• 100% equity interest TVI, the project company that proposes to build a 300 MW coal-fired power plant in 
Toledo City, Cebu; and

• 25% equity interest in RP Energy, the project company that proposes to build and operate a 600-MW coal-
fired power plant in Redondo Peninsula in the SBFZ.

Therma Luzon, Inc. (TLI)

TLI, a wholly-owned subsidiary of TPI, submitted the highest offer in the competitive bidding conducted by PSALM for 
the appointment of an IPPA for the 700-MW contracted capacity of Pagbilao coal-fired thermal power plant located in 
Pagbilao, Quezon (Pagbilao Plant).

On October 1, 2009, TLI became the first IPPA in the country when it assumed the role of the registered trader of the 
contracted capacity of the Pagbilao Plant.  As IPPA, TLI is responsible for procuring the fuel requirements of and selling 
the electricity generated by the Pagbilao Plant.   The Pagbilao Plant is being operated by TeaM Energy under a BOT 
scheme.

For the past two years, TLI’s capacity was contracted to various cooperatives, private distribution utilities, and other 
customers.  The diversification of the customer base spreads the risk being taken by TLI.

In March 2013, TLI signed an ASPA with NGCP covering firm contracted capacities for contingency reserves at 60 MW 
during off-peak hours for the Pagbilao Plant.  The ASPA is valid for three years from the issuance of a provisional or final 
approval by the ERC.  TLI secured a provisional approval from ERC which paved the way for the implementation of TLI’s 
new ASPA for the Pagbilao Plant starting July 26, 2013.  Nominations and acceptance of nominations are subject to 
renewal of the accreditation of the Pagbilao Plant as an ancillary service provider.
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Therma Marine, Inc. (TMI)

TMI, a wholly-owned subsidiary of TPI, owns and operates Power Barges Mobile 1 (previously known as PB 118) and 
Mobile 2 (previously known as PB 117) which have a total generating capacity of 200 MW.  Mobile 1 is currently moored 
at Barangay San Roque, Maco, Compostela Valley, while Mobile 2 is moored at Barangay Sta. Ana, Nasipit, Agusan del 
Norte.

TMI assumed ownership of Mobile 1 and Mobile 2 from PSALM on February 6, 2010 and March 1, 2010, respectively, 
after the successful conclusion of the US$30 mn negotiated bid for the barges on July 31, 2009.  After acquisition, TMI 
signed a one-year ASPA with NGCP with respect to each barge for the supply of AS consisting of contingency reserve, 
dispatchable reserve, reactive power support and blackstart capacity for the Mindanao grid.  The ASPA involving the 
power barges is for the supply of 50-MW firm ancillary power to NGCP.  The contracts were extended for another year 
and expired last February 5 and March 1, 2012 for Mobile 1 and Mobile 2, respectively.  The 192.2-MW dependable 
capacities of TMI are currently being sold to various cooperatives, industrial and commercial customers in Mindanao 
under Energy Supply Agreements (ESA), all of which were approved by the ERC and are in effect.  The ESAs are still 
outstanding and the new expiry dates will be in 2016 to 2017 with the recent contract extensions.

Abovant Holdings, Inc. (Abovant) and Cebu Energy Development Corporation (Cebu Energy)

Abovant is a joint venture company incorporated on November 28, 2007 by TPI and Vivant Integrated Generation 
Corporation (VIGC) of the Garcia Group.  Abovant is 60% owned by AboitizPower, through TPI, and 40% owned by VIGC.

Abovant and Global Formosa Power Holdings, Inc. (Global Formosa), a joint venture between Global Business Power 
Corporation of the Metrobank Group and Formosa Heavy Industries, Inc., formed Cebu Energy.  Cebu Energy is the 
owner of the 3 x 82 MW circulating fluidized bed coal-fired power plant situated within the Toledo Power Complex 
in Barangay Daanlungsod, Toledo City, Cebu. With Abovant’s 44% stake of Cebu Energy (Global Formosa owns the 
remaining 56%), AboitizPower’s effective interest in the power plant is approximately 26.40%.

The first 82 MW Unit was commissioned in February 2010, while the second and third units were commissioned in the 
second and fourth quarter of 2010, respectively. The power generated from the power plant provided for the much 
needed security to the power supply in the province of Cebu. 

Cebu Energy had signed an EPPA with VECO for the supply of 105 MW of electricity for 25 years.  To date, it also has 
an EPPA with PEZA-MEZ I; Mactan Electric Company, Inc. (MECO); BEZ; Cebu I Electric Cooperative, Inc.; Cebu II Electric 
Cooperative, Inc.; Cebu III Electric Cooperative, Inc.; and Bohol Electric I Cooperative, Inc.  On June 14, 2013, Cebu 
Energy entered into an EPPA with Global Energy Supply Corporation, a retail energy supplier, for the supply of electricity 
to the latter’s customer, Taiheiyo Cement Philippines, Inc.  All its EPPAs involve contracted minimum energy offtake with 
fuel as pass through.

Cebu Energy’s additional power supply is needed in Cebu with the influx of business process outsourcing companies 
and new hotels in the province and the presence in the Toledo-Balamban area of large industries such as Carmen 
Copper Corporation, the shipbuilding facility of Tsuneishi Heavy Industries (Cebu), Inc. (THI), the modular fabrication 
facility of Metaphil International, Inc. and Austal Philippines Pty. Limited.

Redondo Peninsula Energy, Inc. (RP Energy)

Incorporated on May 30, 2007, RP Energy was originally a joint venture between AboitizPower and TCIC.  On July 
22, 2011, MPGC acquired a majority interest in RP Energy by virtue of a SPA with TPI, a wholly-owned Subsidiary of 
AboitizPower, and TCIC.  In view of increasing power demand in the Luzon grid and with the entry of MPGC, RP Energy 
plans to expand its original proposal to build and operate a 300-MW coal-fired power plant in Redondo Peninsula within 
the SBFZ into a 2 x 300-MW (net) power plant.
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RP Energy has completed the voluntary relocation of all affected residents in the site in accordance with existing 
Philippine rules and regulations and accepted international standards.  In November 2011, RP Energy designated the 
suppliers of the circulating-fluidized-bed boilers, steam turbines, generators, and supporting auxiliaries that ultimately 
will be engaged as subcontractors by the selected EPC contractor.  In November 2012, RP Energy garnered a Philippine 
Quill Award for its Corporate Social Responsibility (CSR) Projects.
 
Several milestones were achieved by RP Energy in the year 2013.  The company’s discussions with the Subic Bay 
Metropolitan Authority (SBMA) on certain improvements of the key provisions of the Lease and Development Agreement 
(LDA) have been substantially completed.  The Anvil Award was bestowed upon RP Energy last February 2013 for its CSR 
Projects.  In March 2013, RP Energy awarded the EPC contract to a consortium of Hyundai companies.  The consortium 
started to work for the project through a Pre-Engineering Services Agreement (PESA).  In April 2013, the BOI issued a 
Notice of Approval in favor of RP Energy in its application for registration with incentives, the certification being held 
in abeyance until the submission of proof of resolution of the Writ of Kalikasan case involving the company (which 
was appealed by the company to the Supreme Court last July 2013).  In October 2013, the Connection Agreement was 
finalized by RP Energy and NGCP.  It will be signed after completion of NGCP’s review of the revised System Impact Study 
and Facilities Study prepared by RP Energy.

The estimated completion of the first unit will be sometime in late 2018. The total cost of the project is estimated at 
US$1.47 bn. 

Therma South, Inc. (TSI)

Incorporated in November 18, 2008, TSI is a wholly-owned subsidiary of TPI and is the project company for the 
construction of the 300-MW circulating fluidized-bed coal-fired power plant in Barangay Binugao, Toril District, Davao 
City and Barangay Inawayan, Sta. Cruz, Davao del Sur.

Through TSI’s close engagement and consultation with key stakeholders, including the conduct of dialogues, road shows 
and information drives, the company has carefully explained the urgent need to build the plant in order to alleviate the 
worsening power supply situation in Davao and the entire Mindanao.  It also gave firm assurances that the construction 
and operations of the plant will meet stringent national and international emission standards.  These efforts led to 
the strong support for the project by the host barangays, business and professional organizations and civic groups.  
Ultimately, the project received the overwhelming endorsement of the local government units in the city of Davao and 
the municipality of Sta. Cruz in Davao del Sur.

On September 9, 2011, the Depatment of Environment and Natural Resources (DENR) - Environmental Management 
Bureau (EMB) issued the Environmental Compliance Certificate (ECC) for the power project. In August 2011, TSI 
acquired the land where the plant will be located.  On February 15, 2012, the Department of Agrarian Reform released 
the conversion order for the land.

On April 10, 2012, upon receipt of all necessary permits, the site preparation contractor began clearing the site. In June 
2012, the EPC contracts were executed with the Power Island contractor and the Balance of Plant contractor with an 
effective project start date of June 1, 2012.
 
As of December 2013, the construction progress of the above-mentioned plant continues to be on track. The overall 
project is approximately 67% complete, with back-feed power and initial commissioning activities due to start in the 
second quarter of 2014.  Construction staff is over 2,500, many of them are residents of the local communities.  The 
construction of the first plant (with capacity of 150MW) is on schedule and is expected to become operational in the 
first quarter of 2015.  The second plant (with capacity of 150MW) will be operational within three months thereafter. 

On October 16, 2013, TSI secured a P24 bn loan from a consortium of banks to finance the construction and operation 
of the plant. BDO Capital & Investment Corporation acted as Issue Manager and Lead Arranger, while BDO Unibank, 
Inc. - Trust and Investments Group was appointed as Trustee and Facility Agent.

Davao City’s legislative council has approved a resolution that will allow TSI to expand its capacity from 300 MW to 645 
MW.
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Therma Visayas, Inc. (TVI)

TVI (formerly known as Vesper Industrial and Development Corporation) was incorporated on October 15, 1997 as 
a joint venture company of A. Soriano Corp. (Anscor) and Tokuyama Corporation (Tokuyama).  In December 2011, 
AboitizPower through its subsidiary, TPI, acquired all shares of Anscor and Tokuyama and thereafter, renamed the 
company to Therma Visayas, Inc.

In view of the increasing power demand in the Visayas Grid, TVI plans to build and operate a 2 x 150-MW (net) coal-
fired power plant in Barangay Bato, Toledo City, Cebu, with provisions for the future addition of a third generating unit.  
Commercial operation of the first unit is expected to start by middle of 2017 with the second unit following in three 
months.

In 2013, the company received the ECC for the project and completed a Grid Impact Study which is currently being 
reviewed by the NGCP.  It also completed the collection of physical data at the project site in late 2012, including 
topography, hydrography, onshore and offshore subsurface investigations, and other tests.

Technical specifications, contract drawings, contract conditions, and requests for EPC proposals were issued on July 15, 
2013, and the deadline for submission on proposals was on November 29, 2013.  The evaluation of the EPC proposals 
and awarding of the EPC contract are expected to be completed by May 2014.  Turnover of the first unit is expected to 
no later than June 2017, and the second unit will be turned-over three months thereafter.

Therma Mobile, Inc. (TMO)

On May 27, 2011, TMO acquired four barge-mounted floating power plants located at Navotas Fishport, Manila from 
Duracom Mobile Power Corporation and East Asia Diesel Power Corporation.  The barge-mounted floating power plants 
have a total installed capacity of 242 MW.

The barges have undergone rehabilitation starting July 2011, and on November 12, 2013, the 100 MW barge-mounted 
plants started their commercial operations.

The plants that are capable of producing the remaining 142 MW are still under rehabilitation as of December 31, 2013.

Pagbilao Energy Corporation (Pagbilao Energy) 

Pagbilao Energy was formed as the project vehicle for Unit Three of the Pagbilao Plant pursuant to the Memorandum 
of Understanding signed by AboitizPower and Marubeni Corporation for the development, construction and operation 
of a 400 MW power plant.

In December 2012, Pagbilao Energy commenced discussions with the consortium of Mitsubishi Heavy Industries and 
Daelim Industrial Corporation with the objective of negotiating mutually satisfactory scope of EPC services, terms and 
conditions.  An Environmental Clearance Certificate was issued by the DENR-EMB for Unit Three on June 18, 2013.  

STEAG State Power, Inc. (STEAG Power)

AboitizPower closed the sale and purchase of 34% equity ownership in STEAG Power from Evonik Steag GmbH (now 
STEAG GmbH or STEAG) on November 15, 2007.

Incorporated on December 19, 1995, STEAG Power is the owner and operator of a 232-MW (gross) coal-fired power 
plant located in PHIVIDEC Industrial Estate in Misamis Oriental, Northern Mindanao.  The coal plant was built under a 
BOT arrangement and started commercial operations on November 15, 2006.  The coal plant is involved in a 25-year 
Power Purchase Agreement (PPA) with the NPC, which is backed by a Performance Undertaking issued by the Republic 
of the Philippines.  STEAG Power was registered with the BOI as a pioneer enterprise with six-year income tax holiday 
incentive.  The incentive expired on November 14, 2012.
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With its 34% stake in STEAG Power, AboitizPower is the equity partner with majority stockholder STEAG, Germany’s fifth 
largest power generator, which currently holds 51% equity in STEAG Power.  La Filipina Uy Gongco Corporation holds 
the remaining 15% equity in STEAG Power.

STEAG Power’s COC was renewed by the ERC, and it is effective until May 2016.

East Asia Utilities Corporation (EAUC)

On April 20, 2007, AboitizPower acquired 50% ownership interest in EAUC from El Paso Philippines, which still owns the 
other 50% interest in EAUC.  EAUC was incorporated on February 18, 1993, and it has been operating a Bunker C-fired 
power plant(with an installed capacity of 50 MW) within MEPZ I in Mactan Island, Cebu since 1997.  Pursuant to the 
EPPA with the PEZA,which took effect on April 26, 2011, PEZA purchases 22-MW electric power from EAUC.  EAUC also 
signed an EPPA with BEZ for the supply of power equivalent to 5.255 MW for a period of five years, starting May 25, 
2011 until May 25, 2016.

On December 26, 2010, EAUC started supplying power through the WESM.

Cebu Private Power Corporation (CPPC)

CPPC owns and operates a 70-MW Bunker C-fired power plant in Cebu City, one of the largest power plants in the island 
of Cebu.  Commissioned in 1998, the CPPC plant was constructed pursuant to a BOT contract to supply 62 MW of power 
to VECO.

On April 20, 2007, AboitizPower acquired from EAUC 60% of the outstanding common shares of CPPC.  The remaining 
40% of the outstanding common shares in CPPC is owned by Vivant, who together with AboitizPower, are the major 
shareholders of VECO.  VECO holds all of the outstanding preferred shares of CPPC.  On December 26, 2010, CPPC 
started selling its excess capacity through the WESM.

On July 16, 2013, CPPC and VECO filed an application for a new PSA with the ERC which contemplates a slightly lower 
electricity rate than its existing rate.  It shall take effect upon approval of the ERC and shall expire ten years thereafter.

Southern Philippines Power Corporation (SPPC)

SPPC is a joint venture among AboitizPower, Alsing Power Holdings, Inc. and Tomen Power (Singapore), Pte Ltd. 
AboitizPower has 20% equity interest in SPPC, which owns and operates a 55-MW Bunker C-fired power plant in Alabel, 
Sarangani, a town located outside General Santos City in Southern Mindanao (SPPC Plant).
 
The SPPC Plant was developed by SPPC on a build-own-operate basis under the terms found in its Energy Conversion 
Agreement (ECA) with NPC.  Under the ECA, NPC is required to deliver and supply to SPPC the fuel necessary to operate 
the SPPC power plant during an 18-year cooperation period, which ends in 2016.  NPC is also required to take all 
the electricity generated by the SPPC Plant during the cooperation period and pay SPPC on a monthly basis, capital 
recovery, energy, fixed operations and maintenance (O&M) and infrastructure fees as specified in the ECA. During this 
cooperation period, SPPC is responsible, at its own cost, for the management, operation, maintenance and repair of 
the SPPC Plant.

Aside from providing the much needed capacity to southwestern Mindanao area, the SPPC Plant also performs the role 
of voltage regulator for General Santos City, ensuring the availability, reliability and quality of power supply in the area.

Western Mindanao Power Corporation (WMPC)

Like SPPC, WMPC is also a joint venture among AboitizPower, Alsing Power Holdings, Inc. and Tomen Power (Singapore), 
Pte Ltd.  AboitizPower has 20% equity interest in WMPC, which owns and operates a 100-MW Bunker C-fired power 
station located in Zamboanga City, Zamboanga del Sur in Western Mindanao (WMPC Plant).  The WMPC Plant was 
developed by WMPC on a build-own-operate basis under the terms found in its ECA with NPC. 
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Under the ECA, NPC is required to deliver and supply to WMPC the fuel necessary to operate the WMPC Plant during 
an 18- year cooperation period which ends in 2015. NPC is also required to take all the electricity generated by the 
WMPC Plant during the cooperation period and pay WMPC on a monthly basis, capital recovery, energy, fixed O&M and 
infrastructure fees as provided in the ECA. During this cooperation period, WMPC is responsible, at its own cost, for the 
management, operation, maintenance and repair of the WMPC plant.  

Aside from providing the much needed capacity to Zamboanga Peninsula, the WMPC plant also performs the role of 
voltage regulator for Zamboanga City, ensuring the availability, reliability and quality of power supply in the area.

Other Generation Assets

Two of AboitizPower’s distribution utilities, Davao Light and Cotabato Light, each has its own stand-by plant.  Davao 
Light currently maintains the 54.8-MW Bunker C-fired Bajada stand-by plant, which is capable of supplying 19% of 
Davao Light’s requirements.  Cotabato Light maintains a stand-by 8.1-MW Bunker C-fired plant capable of supplying 
approximately 36% of its requirements.

Future Projects

Before undertaking a new power generation project, the Company conducts an assessment of the proposed project.  
Factors taken into consideration include the proposed project’s land use requirements, access to a power grid, fuel 
supply arrangements (if relevant), availability of water, local requirements for permits and licenses, acceptability of the 
project to the communities and peoples it will affect, ability of the project to generate electricity at a competitive cost, 
and the existence of potential purchasers of the electricity generated.  For the development of a new power project, 
the Company, its partners and suppliers are required to obtain all national and local permits and approvals before 
commencement of construction and commercial operations, including those related to the project site, construction, 
the environment, land use planning/zoning, operations licenses, and similar approvals.

Notwithstanding the comprehensive review and evaluation process that the Company’s management conducts in 
relation to any proposed project, acquisition or business, there can be no assurance that the Company ultimately 
will develop a particular project, acquire a particular generating facility, or implement or acquire projects or conduct 
businesses in the manner planned or at or below their estimated costs. In addition, there can be no assurance that a 
project, if implemented, or an acquisition, if undertaken, will be successful. 

DISTRIBUTION OF ELECTRICITY

The Aboitiz Group has more than 70 years of experience in the Philippine power distribution sector and has been 
known for innovation and efficient operations. 

With ownership interests in seven distribution utilities, AboitizPower is currently one of the largest electricity distributors 
in the Philippines.  AboitizPower’s distribution utilities collectively supply electricity to franchise areas covering a total 
of 18 cities and municipalities in Central Luzon, Visayas and Mindanao, with an aggregate land area of approximately 
5,095 square kilometers.

The table below summarizes the key operating statistics of the distribution utilities for 2013 and the previous two years.

Company
Electricity Sold (MWh) Peak Demand (MW) No. of Customers

2013 2012 2011 2013 2012 2011 2013 2012 2011

Davao Light 1,770,738 1,680,477 1,582,928 324 295 280 315,886 303,135 294,159

Cotabato Light 121,231 117,538 117,726 25 23 23 35,137 33,931 32,929
VECO 2,417,353 2,300,959 2,120,454 433 412 407 366,606 341,611 327,587
SFELAPCO 523,789 493,565 456,121 99 90 88 88,464 85,405 83,312
SEZ 388,562 403,250 408,240 91 90 99 2,881 2,797 2,738
MEZ 118,252 122,660 132,928 21 21 23 80 78 76
BEZ 113,708 124,299 116,378 33 33 32 33 31 32

TOTAL 5,453,633 5,242,748 4,934,775 1,026 964 952 809,087 766,988 740,833
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Visayan Electric Company, Inc. (VECO)

VECO is the second largest privately-owned distribution utility in the Philippines in terms of customers and annual MWh 
sales. VECO supplies electricity to a region covering 674 square kilometers in the island of Cebu with a population of 
approximately 1.73 mn. To date, VECO has 20 power substations and one mobile substation that serve the electrical 
power needs of the cities of Cebu, Mandaue, Talisay and Naga, the municipalities of Minglanilla, San Fernando, 
Consolacion and Liloan and the 232 barangays in the island and province of Cebu.  As of December 2013, VECO’s peak 
demand was recorded at 433 MW, and is serving a total of 366,606 customers.

VECO, directly and through its predecessors-in-interest, has been in the business of distributing electricity in Cebu 
since 1905. In the early 1900s, the predecessors-in-interest of the Aboitiz Group acquired a 20% interest in VECO’s 
predecessor-in-interest, the Visayan Electric Company, S.A. Since that time, the Aboitiz Group’s ownership interest in 
VECO has increased from 20% to the current ownership interest of 55.25%, which is held by AboitizPower.

In 1928, Visayan Electric Company, S.A. was granted a 50-year distribution franchise by the Philippine Legislature. The 
term of this franchise was extended by RA 6454 for an additional 25 years starting 1978 and was conditionally renewed 
for another 25 years from December 2003, subject to the resolution of an intra-corporate dispute involving AEV and 
Vivant, which is the holding company of the Garcia family.  In September 2005, the Philippine Congress passed RA 9339, 
which extended VECO’s franchise to September 2030. VECO’s application for the extension of its Certificate of Public 
Convenience and Necessity (CPCN) was approved by the ERC last January 26, 2009.

In April 2004, AEV and Vivant entered into a Shareholders’ Cooperation Agreement that sets out guidelines for VECO’s 
day-to-day operations and the relationship among VECO’s shareholders, including restrictions on share transfers (the 
grant of rights of first refusal in the event of a transfer to a third party and rights to transfer to Affiliates, subject to certain 
conditions), board composition and structure, proceedings of directors and shareholders, minority shareholder rights, 
dividend policy, termination and non- compete obligations.  Under the terms of the agreement, day-to-day operations 
and management of VECO were initially assumed by AEV, and, after AboitizPower acquired AEV’s ownership interest in 
VECO in January 2007, by AboitizPower. AboitizPower and Vivant are each required to place in escrow 5% of the shares 
in VECO registered in their names to guarantee compliance with their respective obligations under the Shareholders’ 
Cooperation Agreement. The escrow shares will be forfeited in the event that a shareholder group violates the terms of 
the Shareholders’ Cooperation Agreement. The Shareholders’ Cooperation Agreement was adopted as a result of the 
then dispute between AEV and Vivant with respect to the management of VECO. Relations between the shareholders 
of VECO since then have been amicable.

VECO is part of the third group (Group C) of private distribution utilities to shift to performance-based rate-setting 
regulation (PBR). The ERC issued its final determination on VECO’s application for approval of its annual revenue 
requirements (ARR) and Performance Incentive Scheme (PIS) under the PBR for the regulatory periodJuly 1, 2010 to 
June 30, 2014. Such determination became final in May 2010.

VECO filed with the ERC in May 2010 its application for approval of the translation into distribution rates of its different 
customer classes for the first regulatory year of the approved ARR under the PBR for the regulatory period July 1, 2010 
to June 30, 2014. The application was approved by the ERC on June 28, 2010. The approved distribution, supply and 
metering charges for regulatory year 2011 were implemented by VECO effective August 1, 2010.

On March 28, 2011, VECO filed with the ERC its application for approval of the translation into distribution rates to the 
different customer classes for the second year of the regulatory period. Since implementation in the first regulatory 
year was delayed by one month, recovery thereof was included in the application with respect to the second year of the 
regulatory period. The application for approval of the translation into distribution rates to different customer classes for 
the second regulatory year 2012 was approved by the ERC on July 25, 2011 effective August 1, 2011.

On March 29, 2012, VECO filed its application for the approval of its proposed distribution rates for the third regulatory 
year. Similar to VECO’s application for the second regulatory year, the application for the third regulatory year included 
a one-month recovery to cover the late implementation in the second regulatory year. After all the regulatory 
requirements were complied with, ERC was expected to render a decision on the application before July 1, 2012. 
However, ERC approved the application only on December 4, 2012. Hence, VECO was able to implement the new 
distribution rates only on December 10, 2012, incurring a five-month delay in the implementation.
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On March 2013, VECO filed with ERC an application for the approval of its proposed translation into distribution rates 
to the different customer classes for the fourth regulatory year. The five-month recovery due to the delay of the 
implementation in the third regulatory year is included in the application for the fourth regulatory year. The application 
was approved by the ERC on July 10, 2013 and VECO was able to implement the new distribution rates on time.

Davao Light & Power Company, Inc. (Davao Light)

Davao Light is the country’s third largest privately-owned electric distribution utility in terms of customers and annual 
kWh sales.

With a franchise covering Davao City and areas of Panabo City, and the municipalities of Carmen, Dujali and Santo 
Tomas in Davao del Norte, Davao Light serves a population of approximately 1,830,467 and a total area of 3,561 square 
kilometers.

Although Davao Light was organized on October 11, 1929, the Aboitiz Group acquired ownership of the company only 
in 1946. Currently, AboitizPower owns 99.93% of the shares in Davao Light.

Davao Light’s original franchise, which covered Davao City, was granted in November 1930 by the Philippine Legislature 
and was for a period of 50 years. In 1976, National Electrification Administration (NEA) extended Davao Light’s franchise 
for Davao City to November 2005, and granted franchises for the City of Panabo and the municipalities of Carmen and 
Santo Tomas in Davao del Norte. In September 2000, the Philippine Congress passed RA 8960, which granted Davao 
Light a franchise over its current franchise area for a period of 25 years, or until September 2025.

Davao Light has a 150-MVA and a 2x50-MVA substation drawing power at 138 kV. In 1998, it entered into a ten-year PPA 
with NPC, which was further extended until 2015 by a separate contract entered into by the parties in 2005. The PPA 
with NPC allows the delivery of most of Davao Light’s power requirements through its 138- kV lines. As a result, in taking 
delivery of electricity from NPC, Davao Light is able to bypass the NGCP connection assets, thus avoiding the payment 
of the corresponding wheeling fees to NGCP. This allows the company to cut its operating costs.

In February 2007, Davao Light awarded a 12-year supply contract of new capacity to Hedcor Consortium (composed of 
Hedcor, ARI, Hedcor Sibulan and Hedcor Tamugan). There was a notable price differential between Hedcor Consortium’s 
winning bid price of P4.09 per kWh and the next lowest bid price of approximately P1.01 per kWh. Over the life of the 
supply contract, the differential will amount to approximately P4.9 bn at current peso value, representing significant 
savings for Davao Light customers. Davao Light has decided to secure the new supply contract in anticipation of the full 
utilization of the existing contracted energy supply under the ten-year contract with NPC for 1,363,375 MWh and the 
12-year contract with Hedcor Consortium.

Davao Light’s approach to helping local economies sustain robust growth is by ensuring power reliability. It plows back 
a significant percentage of its annual earnings to prudent investments that upgrade its distribution network in order to 
meet the increasing power demand of its franchise area.

The company’s energy sales posted a 5.54% increase from 1,680 GWh in 2012 to 1,773 GWh in 2013. Its customer base 
grew by 3.77% from 303,135 in 2012 to approximately 314,567 in 2013. 

One of Davao Light’s approaches to keep rates at reasonable levels is by maintaining its systems losses well within the 
government-mandated cap of 8.5%. The 12-month average system loss as of December 2013 was approximately 7.87%.

Average collection efficiency was 98.96% over the previous month’s revenue for 12 months cumulative. For new 
applications, 96.7% of the 17,646 customers received electric service within 24 hours from signing of contract.

The precarious power supply situation remains to be a huge concern for Mindanao consumers. Davao Light’s franchise, 
however, has been less affected of the daily two to three hours of rotating power interruptions that were experienced 
in other parts of the island.
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Contingencies designed to respond to energy deficiency which were tested during the 2010 Mindanao power crisis are 
still in place. These include tapping of embedded generators directly connected to the distribution facilities which are 
synchronized to the grid. In the event of a power crisis, Davao Light’s 54.8-MW Bunker C-fired standby plant with a rated 
capacity of 58 MW can provide an average of 40 MW on a sustaining basis. The standby plant is capable of supplying 
19% of Davao Light’s electricity requirement.

The power supply from Hedcor Sibulan’s 42.5-MW and Hedcor Talomo’s 4-MW hydroelectric plants likewise augment 
the power requirements of Davao Light’s franchise area.

The Bunker C-fired plant and the Hedcor Sibulan and Mintal hydroelectric plants are embedded in the Davao Light 
franchise. Thus, the power generated from these facilities is dispatched directly into the Davao Light distribution 
network without passing through the NGCP transmission lines.
 
To add to its power reserve capacity, on March 21, 2011, Davao Light entered into a power supply contract with TMI for 
15 MW which was approved by the ERC on May 30, 2011.

To keep pace with the rising demand for power and to support the uptrend of growing economies, Davao Light signed 
an additional 15-MW contract with TMI. Separately, it also signed a 100-MW PSA with TSI.

Now on its fourth regulatory year of the PBR, Davao Light received an increase of 6.46 centavos in July 2013.

Despite the increase in the distribution rates, customers consuming 100 kWh and below will still enjoy the lifeline 
subsidy. Of Davao Light’s 314,567 customers, 39% or 123,377 customers avail of the lifeline subsidy discounts. An 
estimated 20% or 24,708 of these 123,377 customers whose consumption is 0 to 20 kWh enjoy 100% discount and pay 
only the fixed charge of P5.00 a month.

Substation expansions were also undertaken. In 2013, construction of two substation projects, the Buhangin and 
Tugbok substations, were implemented. The substations are now in the 80% and 70% completion stages, respectively.

Network expansions completed within 2013 include 7.5 circuit kilometers of 13.8 kV new distribution lines and 12 
circuit kilometers of 69 kV subtransmission lines. Also relocated were 6 circuit kilometers of distribution lines due to a 
DPWH road widening project.

Another major project is the completion of a 69kV switching station for Steel Asia customer and a 33 MVA substation 
for the TSI’s coal plant.

Davao Light also connected its first net metering customer this year, the MARIPHIL Children’s Village (Atung Pinuy-
Anan), Inc., which installed its own RE source called the Solar Photovoltaic System with 41,580-watt solar panels. Davao 
Light is the first to enter into the net metering scheme in the region.

The company has also opened full service centers in two of Davao City’s largest shopping malls, SM City Davao and SM 
Lanang Premier. These service centers provide convenient and accessible options to customers to avail of the company’s 
services such as payment, inquiry and applications for new connections.

Through text messaging, Davao Light provides its customers with convenient ways to inquire on electric bill balances 
and power interruptions. This is done through the services: ‘ASKDLPC BILL’ and ‘ASKDLPC OUTAGE’. 

Davao Light gives back to its host communities in various ways. The company donates computers, science instruments, 
and school buildings to public schools. In 2013, the company donated 41 school buildings. Since 1996, Davao Light has 
donated 128 classrooms. Davao Light also donates arm chairs, made from recycled wood of its shipping crates, to its 
donated classrooms and school buildings through the Department of Education. 

To date, Davao Light employees have planted 27,500 trees in its adopted 500-hectare government forestland in Upper 
Kibalang, Marilog, Davao City, which also serves as a carbon sink area. In 2009 and 2010, 8,000 trees were planted in 
Punta Dumalag and Magtuod highway, respectively. The latest tree inventory as of August 2013 counts the number of 
surviving trees planted by the company at 28,400.
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In addition to company-sponsored CSR activities, Davao Light was instrumental in the restoration of power lines 
damaged by Super Typhoon Yolanda in the Visayas region. The company sent its first batch of personnel, composed of 
four gangs or twenty linemen, to northern Cebu in the second week of November. Seven gangs and one pole erection 
crew, or 38 linemen with boom trucks, hardware materials and supplies, were also sent out to fast track rehabilitation 
works. The team was also deployed in Leyte to assist in its local electric cooperative’s power restoration operations.
 
Davao Light was among the 11 finalists of the Kapatiran sa Industriya or KAPATID Awards held last May 2013. The 
KAPATID Awards, launched in 1995, is held every two years by the Employees Confederation of the Philippines. It is a 
comprehensive search for outstanding workplace policies and programs. The company was nominated as a candidate 
for the KAPATID Awards by DOLE - Region XI.

The company’s Labor Management Cooperation (LMC) Committee was given a Special Award in Unique Strategic 
Partnership during the 2013 Search for Outstanding LMC for Industrial Peace. This is given to organizations which focus 
on the core values of successful partnership. The committee also received an award of recognition as a finalist for the 
search.

Through the years, Davao Light has been cited as the biggest business taxpayer of Davao City.

Energy sales is expected to continuously grow by 11.29%, or from 1,773 GWh in 2013 to 1,974 GWh in 2014. Davao Light 
acquired seven more customers with load applications of above 1 MW each, or a total of 62.5 MW. These customers, 
Steel Asia, Mighty Steel, Felcris Hotels & Resorts, Ateneo de Davao University, JTC Tower, Gaisano Grand Tibungco and 
NCCC Panabo, are scheduled to be energized in 2014.

The company forecasts its number of customers to increase by 4.1% in 2014, or from 314,567 in 2013 to 327,468 in 
2014. 

Davao Light’s key initiatives for 2014 include: (i) Elevated Meter Cluster (EMC), (ii) undergound cabling, (iii) groundbreaking 
for its new corporate headquarters in Davao (iv) 70% completion of the Maa substation, (v) replacement of 26,000 units 
of electro mechanical meters with electronic meters; and (vi) rural electrification in the Davao–Bukidnon road which 
once completed, will allow Davao Light to extend its lines and poles to the remaining off grid areas in its franchise area. 

Cotabato Light and Power Company (Cotabato Light)

Cotabato Light supplies electricity to Cotabato City and portions of the municipalities of Datu Odin Sinsuat and 
Sultan Kudarat, both in Maguindanao. Its franchise covers approximately 191 square kilometers with a population of 
approximately 377,711. In 2013, it has a customer base of 135,137 composed of residential, commercial, industrial and 
flat rate customers.

Cotabato Light was formally incorporated in April 1938. Its original 25-year franchise was granted in June 1939 by 
the Philippine Legislature. In 1961, the Philippine Congress passed RA 3217, which was further amended by RA 3341 
extending Cotabato Light’s franchise until June 1989. In August 1989, NEA extended Cotabato Light’s franchise for 
another 25 years, or until 2014. AboitizPower owns 99.94% of Cotabato Light.

As of 2012, Cotabato Light has three substations of 10 MVA, 12 MVA and 15 MVA, backed up by another 10 MVA power 
transformer. It is served by one 69-kV transmission line. Cotabato Light’s distribution voltage is 13.8 kV.

Cotabato Light maintains a standby 8.1-MW Bunker C-fired plant capable of supplying approximately 36% of its 
franchise area requirements. The existence of a standby power plant, capable of supplying electricity in cases of supply 
problems with PSALM or NGCP and for the stability of voltage whenever necessary, is another benefit to Cotabato 
Light’s customers. During the Mindanao power crises in 2010 and 2012, Cotabato Light’s franchise area experienced 
one of the lowest power rotating outages due to its back-up power plant.

Although a relatively small utility, Cotabato Light’s corporate relationship with its Affiliate, Davao Light, allows the 
former to immediately implement benefits from the latter’s system developments. Davao Light likewise provides ready 
technical assistance to Cotabato Light whenever necessary.



Aboitiz Power Corporation58

SEC FORM 20 - IS (INFORMATION STATEMENT)

Keeping pace with world class standards, Cotabato Light adopted a new computerized accounting system, which was 
upgraded to ERP-12 from Oracle. In May 2011, Cotabato Light implemented the Oracle’s Customer Care and Billing 
(CC&B) system, which is a world class billing, collection and customer service related system utilized also by other 
Distribution Utilities.
 
Managing its systems loss is a challenge for Cotabato Light. With its various strategies implemented, the system loss 
was down to 8.32% by December 2013, below the ERC cap of 8.50%.

Cotabato Light already completed the second regulatory period covering April 1, 2009 to March 31, 2013.  For this 
period,  ERC previously approved Cotabato Light’s four-year Annual Revenue Requirements and Performance Incentive 
Scheme. In March 2012, ERC approved Cotabato Light’s application for rate translation covering the fourth regulatory 
year (from April 1, 2012 to March 31, 2013) of its second regulatory period.

While the second regulatory period already ended, the third regulatory period has not yet commenced due to issuance 
of an Issue Paper on the Implementation of PBR for Distribution Utilities under the RDWR by the ERC in 2013.  In August 
2013, Cotabato Light filed its Maximum Average Price (MAP) adjustment for regualtory year 2014 (April 2013 to March 
2014).

Cotabato light is in the process of renewing its legislative franchise, which is expected to expire in mid 2014.  House 
Bill No.  3187 was approved on February 2014 and has been approved on second reading at the plenary session of the 
Senate last March 11, 2014.  Cotabato Light expects to have the franchise renewed on a timely basis as this was certified 
by the Senate as a prority bill.

San Fernando Electric Light & Power Co., Inc. (SFELAPCO)

Incorporated on May 17, 1927, SFELAPCO was a grantee of a municipal franchise in 1927. In 1961, the Philippine 
Congress passed RA 3207 which granted SFELAPCO a franchise to distribute electricity for a period of 50 years or until 
June 2011. Prior to the expiration of its legislative franchise, or on February 6, 2010, RA 9967 lapsed into law extending 
the franchise of SFELAPCO for another 25 years from March 24, 2010.

SFELAPCO’s franchise in the City of San Fernando, Pampanga covers an area of 78,514 square kilometers with 
approximately 314.21 circuit-kilometers on its 13.8-kV and 608.21 circuit-kilometers on its 240-volt distribution lines. 
There are 35 barangays in the City of San Fernando that are currently being supplied by SFELAPCO under its existing 
franchise. SFELAPCO likewise serves barangays San Isidro and Cabalantian in Bacolor, Pampanga.

SFELAPCO also serves 25 barangays in the municipality of Floridablanca and two barangays in Guagua, Pampangga. 
This area consists of 125,000 square kilometers with around 89.24 circuit-kilometers of 13.8-kV and 144.69 circuit-
kilometers on its 240-volt distribution lines.

On November 11, 2009, SFELAPCO signed a PSA with APRI, wherein APRI will supply additional energy required by 
SFELAPCO which cannot be supplied by NPC for the period December 25, 2009 to September 25, 2010. Thereafter, APRI 
became the sole provider of power to SFELAPCO until December 25, 2012. The PSA has been extended to September 
25, 2013, pending the approval by ERC of the new PSA dated December 5, 2012 between APRI and SFELAPCO.

SFELAPCO is part of the fourth batch of private utilities to enter PBR, and is currently under the four-year regulatory 
period starting October 1, 2011.

AboitizPower has an effective interest of 43.78% in SFELAPCO.

Subic EnerZone Corporation (SEZ)

In May 2003, the consortium of AEV and Davao Light won the competitive bid to provide distribution management 
services to SBMA and to operate the SBFZ power distribution system for a period of 25 years.  On June 3, 2003, SEZ 
was incorporated as a joint venture company owned by a consortium comprised of Davao Light, AEV, SFELAPCO, Team 
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Philippines, Okeelanta and Pampanga Sugar Development Company (PASUDECO) to undertake the management and 
operation of the SBFZ power distribution system.  SEZ was formally awarded the contract to manage the SBFZ’s power 
distribution system on October 25, 2003, and officially took over the operations of the power distribution system on 
the same day. 

SEZ’s authority to operate the SBFZ power distribution system was granted by the SBMA pursuant to the terms of The 
Bases Conversion and Development Act of 1992 (RA 7227), as amended.

As a company operating within the SBFZ, SEZ pays a preferential tax of 5% on its gross income in lieu of all national and 
local taxes.

Following the acquisition by AboitizPower in January 2007 of the 64.30% effective ownership interest of AEV in SEZ, 
AboitizPower entered into another agreement on June 8, 2007 to acquire the combined 25% equity stake in SEZ of 
AEV, SFELAPCO, Okeelanta, and PASUDECO. On December 17, 2007, AboitizPower bought the 20% equity of Team 
Philippines in SEZ for P92 mn.  Together with the 35% equity in SEZ of AboitizPower’s subsidiary Davao Light, this 
acquisition brought AboitizPower’s total equity in SEZ to 100%.

In September 2008, SEZ acquired the 100-MVA Subic Substation from the NGCP.  The substation has a 230/69/13.8kV 
power transformer supplying power to the Subic Bay Industrial Park, Binictican and Kalayaan housing areas, Cubi, Naval 
Magazine, and Grande Island in the SBFZ.

In November 2008, SEZ implemented a rate increase as per approved unbundled rates.

In 2010, SEZ acquired more advanced equipment to further enhance its service to its customers.  In January, SEZ 
purchased a Meter Test Equipment (MTE) 5-Position Test Bench from Germany to improve its meter calibration services. 

As a result, meter calibration improved from 25 meters to 130 meters a day. In July 2010, SEZ procured a Megger 
Fault Locator for underground power cable trouble-shooting. With this new equipment, SEZ can determine electrical 
underground faults more quickly, thus reducing power outage time.

In March 2011, SEZ formally launched and implemented its CC&B system, as part of its continuing effort to improve 
customer service.

In April 2011, SEZ installed Automatic Circuit Reclosers (ACRs) on its distribution network, which provides electric 
service continuity by removing from the system a faulted circuit brought about by natural causes.

In May 2011, SEZ installed an additional 69kV SF6 Circuit Breaker to its SEZ 100 MVA Substation to increase the flexibility 
and reliability of the substation’s 69kV line supplying its Maritan and Cubi Substations.

SEZ is part of the fourth batch (Group D) of private utilities to enter PBR. On July 6, 2011, ERC released its final 
determination on SEZ’s application for approval of its MAP, Annual Revenue Requirement (ARR), and Performance 
Incentive Scheme for the period October 2011 to September 2015.  The approved MAP for the first regulatory year, as 
translated into new rates per customer class, was implemented in January 2012.

SEZ has seen a smooth transition in implementing new PBR power rates in 2012. In July 2012, ERC certified SEZ as a 
Local RES.

To further improve SBFZ’s power distribution system, SEZ completed several projects in 2012.  SEZ finished its warehouse 
and toolroom expansion project in April 2012 to answer the need for more storage space.  During the same period, 
the construction of a backup power supply for SBFZ’s Subic Bay Development Management Corporation (SBDMC) 
commercial area and re-routing of lines at the Maritan Substation was underway.

In September 2012, the installation of Supervisory Control and Data Acquisition (SCADA) system at the Subic Bay 
Industrial Park (SBIP) substation resulted to full SCADA implementation for the whole SEZ distribution system. All 
substations are now online through fiber optics.
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The last quarter of 2012 also saw the completion of the installation of additional Ring Main Unit (RMU) switch at 
SBIP, re-routing and replacement of 69kV Line 1 at Rizal Highway, installation of two Reclosers at Naval Magazine, 
rehabilitation of cross-country lines at Cubi, and the rehabilitation of the primary metering of SEZ’s biggest industrial 
customer, Nidec.

In January 2013, the approved MAP for the second regulatory year has been implemented.

In 2013, SEZ upgraded its system reliability by installing OLTC ON-LINE filtering unit at the SBIP substation, replaced old 
69kV switches to HAPAM switches, simplified 69kV lines, and installed IP radios for back up communication channel in 
case of fiber optic breakage. All substations are equipped with IP-based CCTV cameras for better security and monitoring.

To further improve its reliability, SEZ continued the replacement of its existing structures and equipments, run-down 
poles, switches for underground and overhead lines, and distribution transformers.

It also conducted primary line reroutings and feeder loopings to simplify its power distribution system.

During the last quarter of 2013, SEZ installed a fault indicator and 69kV line-4 re-routing and load break switch.  This 
project is targeted to be completed in 2014.

Mactan Enerzone Corporation (MEZ)

MEZ was incorporated in January 2007 when AboitizLand spun off the power distribution system of its MEPZ II project.  
The MEPZ II project, which was launched in 1995, was operated by AboitizLand under a BOT agreement entered into 
with Mactan-Cebu International Airport Authority.

On June 8, 2007, AboitizPower entered into an agreement to acquire AboitizLand’s 100% equity stake in MEZ, 
representing 8,754,443 common shares. Pursuant to the agreement, AboitizPower acquired AboitizLand’s ownership 
interest in MEZ valued at P609.5 mn, in exchange for AboitizPower’s common shares issued at the initial public offering 
price of P5.80 per share.

MEZ sources its power from NPC pursuant to a Contract to Supply Electric Energy. Under the supply contract, NPC is 
required to provide power to MEZ up to the amount of contracted load, which is based on the projections provided by 
MEPZ II locators under their respective Power Service Contracts with MEZ.

In the first quarter of 2011, MEZ mounted three more sets of Automatic Voltage Regulator (AVR) to its old substation 
to improve voltage levels to locators.

To further provide world-class customer service, MEZ transferred their main administration office within the zone where 
they operate, MEPZ II, by leasing an office space through a lease agreement with AboitizLand.  The MEZ control room 
was also renovated and expanded to improve the efficiency of operation.  The construction of warehouse for slow-
moving items last September 2011, the battery room construction last October 2011, and the continuous replacement 
of wooden poles under than 69 kV were also among 2011 highlights.  To avail of the opportunities in the competitive 
electricity market, MEZ is now a direct participant of WESM starting January 2011.

For the 2011 operating period, MEZ also transferred its NGCP metering to its substation in order to minimize line losses 
and further improve the voltage quality.

MEZ accomplished numerous projects and activities in the year 2011, such as the deployment of CC&B system, launching 
of safety program, and installation of line disconnect switches feeder lines for systems reliability and flexibility.

From July to November 2012, additional transformer banks were installed to the following customers: Atomed, Ina 
Micro Opto, Passepartout and Matluster to accommodate their load growth.

In 2012, MEZ fully implemented its metering audit as part of the company’s Revenue Protection Program.
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MEZ completed various projects in 2013, including the renovation of the substation control room, a new trenching and 
control panel, and the installation of the SCADA system to improve efficiency and optimize operations. 

Balamban Enerzone Corporation (BEZ)

BEZ was incorporated in January 2007 when CIPDI, a joint venture between AboitizLand and THCI, spun off the power 
distribution system of the WCIP-Special Economic Zone (WCIP-SEZ).  WCIP-SEZ is a special economic zone for light 
and heavy industries owned and operated by CIPDI.  The park, which is located in Balamban, Cebu, is home to the 
shipbuilding and ship repair facilities of THI, as well as the modular fabrication facility of Metaphil International, Inc., 
and recently to Austal Philippines Pty. Limited.

On May 4, 2007, CIPDI declared property dividends to its stockholders in the form of equity in BEZ.  On June 8, 2007, 
AboitizPower entered into an agreement to acquire AboitizLand’s 60% equity stake in BEZ, represented by 4,301,766 
common shares of BEZ.  Pursuant to the agreement, AboitizPower acquired AboitizLand’s ownership interest in BEZ 
valued at P266.9 mn, in exchange for AboitizPower’s common shares issued at the initial public offering price of P5.80 
per share.

On March 7, 2008, AboitizPower purchased THCI’s 40% equity in BEZ for approximately P178 mn.  The acquisition 
brought AboitizPower’s total equity in BEZ to 100%.

In 2009, with THI’s continued expansions in its ship building business and the construction of additional facilities within 
the WCIP, BEZ constructed and energized the 25/33 MVA, 69 kV/13.8 kV Buanoy power substation equipped with an 
MR on load tap changer.  The substation is strategically located near the THI shipbuilding factories to provide additional 
substation capacity.

In September 25, 2009, BEZ completed the construction of the 33 MVA on-load tap changer substations, including the 
control room with a 15 kV metal-clad switchgear, and the two-kilometer 69 kV line from Arpili to Buanoy Substations.  
BEZ also erected the fast and slow moving warehouses within their Buanoy and Arpili Substations, respectively.

In January 2011, BEZ secured firm contracts with power suppliers Green Core Geothermal Incorporated (GCGI), Cebu 
Energy and EAUC to ensure sufficient power supply to the different industries within the WCIP-SEZ.  In the same period, 
BEZ became a direct member of PEMC to avail of the power available at WESM.

The implementation of the SCADA on March 11, 2011 and the installation of CCTV’s at the different strategic locations 
in the first quarter of 2011 has greatly improved the operation of BEZ as both substations located two kilometers apart 
can be remotely controlled and monitored.  In addition, numerous sectionalisers were also installed to provide more 
flexibility and reliability to the BEZ power system.

For the year 2011, the power sales of the company increased by 29%.

BEZ accomplished numerous projects and activities in the year 2011, including but not limited to, deployment of CC&B 
system, launching of safety program and installation of line disconnect switches feeder lines for systems reliability and 
flexibility.

From June to December 2012, BEZ implemented the Automatic Meter Reading (AMR) scheme.  Conducted by Davao 
Light personnel, this is a pilot project for the whole Distribution Utility group of AboitizPower.  AMR is an automatic 
collection of information, status, meter readings and billings utilizing the End Sight software.  It eliminates human error 
and ensures that data are available in real time.  BEZ was chosen to be the pilot distribution utility because of its fewer 
number of installed meters and smaller area.

In December 2012, BEZ installed 800 meters of 13.8kV distribution lines at Spine Road connecting Arpili and Buanoy to 
increase system reliability.
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In 2013, BEZ rehabilitated its 34.5 kV transmission lines and upgraded its Arpili SS Feeder 2 distribution lines set-up 
into a double circuit with Feeder 1 to supply power at the proposed WCIP 2.  BEZ also successfully energized the newly 
installed 800-meter distribution lines tapped at Feeder 2 passing thru the spine road that connects Arpili and Buanoy 
SS within WCIP 1.  This adds to the flexibility of BEZ power system.

During the last quarter of 2013, BEZ conducted pin insulators uprating from 15kV to 23kV. BEZ Feeder 1 distribution 
lines were also upgraded from 4/0 to 336.4 MCM in preparation for the WCIP 2 expansion in the last quarter of 2014.

RETAIL ELECTRICITY AND OTHER RELATED SERVICES 

One of the objectives of electricity reform in the Philippines is to ensure the competitive supply of electricity at the 
retail level.  In particular, when Open Access and Retail Competition (Open Access) is fully implemented, large-scale 
customers will be allowed to obtain electricity from RES licensed by the ERC.

Aboitiz Energy Solutions, Inc. (AESI)

On November 9, 2009, AESI, a wholly-owned Subsidiary of AboitizPower, became one of the first companies granted a 
license to operate as a RES.  This license has been renewed by AESI in October 29, 2012 and will be effective for another 
five years. 

With the commercial operation of Open Access on June 26, 2013, AESI began its initial operation as a RES company 
providing qualified contestable customers the opportunity to select a contract structure that will meet their generation 
supply requirements.  At present, AESI is providing service to around 50 customers with an electricity demand of around 
235MW.  This customer base is expected to grow as more generation capacity is installed to serve the needs of the 
contestable market.

In the November 2013 bid for the IPPA of the strips for Unified Leyte Geothermal Power Plant (ULGPP), AESI won 40 
strips corresponding to 40MW capacity of ULGPP.  This IPPA contract will provide AESI with the presence in the Visayas 
to contract 40MW of geothermal power from Leyte.

Prism Energy, Inc. (Prism Energy)

Prism Energy was incorporated in March 2009 as a joint venture between AboitizPower and Vivant.  It was granted a 
five-year RES license by the ERC on May 22, 2012 or until May 22, 2017.  Prism Energy is envisioned to serve contestable 
customers in the Visayas Region.

Adventenergy, Inc. (AdventEnergy)

Incorporated in August 2008, AdventEnergy is a licensed RES, duly authorized by the ERC to sell, broker, market, or 
aggregate electricity to end-users, including those within economic zones.  AdventEnergy’s RES license was renewed by 
the ERC on June 18, 2012 and is valid until June 18, 2017.  The company was formed specifically to serve contestable 
customers within economic zones.

AdventEnergy differentiates itself from competition by sourcing electricity from a 100% renewable source.  With this 
competitive advantage, more and more companies are opting to source a part, if not the majority, of their electricity 
supply from AdventEnergy as an environmental initiative.  

At present, the company provides retail electricity supply to a group of a major real estate chain and is expected to 
further expand its operations by serving PEZA zones and PEZA classified companies all over Luzon and Visayas.
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(ii) Sales 
 

Comparative amounts9 of revenue, profitability and identifiable assets are as follows: 

2013 2012
(As Restated)

2011
(As Restated)

Gross Income 72,055 62,153 54,476

Operating Income 19,477 20,456 20,390

Total Assets 193,939 163,105 153,372
Note: Operating Income is operating revenue net of operating expenses.

The operations of AboitizPower and its Subsidiaries and Affiliates are based only in the Philippines.

Comparative amounts10 of revenue contribution by business group are as follows:

2013 2012 2011

Power Generation 45,521 58% 47,779 74% 41,499 74%

Power Distribution 28,067 36% 15,850 25% 14,351 25%

Retail Electricity Supply 4,373 5%

Services 610 1% 658 1% 528 1%

Total Revenue 78,571 100% 64,287 100% 56,384 100%

Less: Eliminations (6,516) (2,134) (1,908)

Net Revenue 72,055 62,153 54,476

(iii) Distribution Methods of the Products or Services

The Generation Companies sell their electricity either through the WESM or through bilateral PSAs with the NPC, 
private distribution utilities, electric cooperatives, retail electricity suppliers or other large end-users.

Currently, SNAP-Magat and SNAP-Benguet have ASPAs with the NGCP as AS providers to the Luzon grid.  As part of their 
contract, SNAP-Benguet nominates its available capacity for AS to the NGCP (System Operator).  This is confirmed by 
a notice provided by NGCP to SNAP-Benguet containing the AS schedule.  In March 2013, SNAP-Magat signed an ASPA 
with NGCP covering firm contracted capacities for both regulating and contingency reserves at 155 MW.

Another Affiliate, TLI, also signed an ASPA with the NGCP on March 14, 2013 for both firm and non-firm contracted 
capacities for contingency reserve at 60MW during off-peak and 60 MW during peak hours.  TLI’s ASPA with NGCP is 
valid for a period of five years from the date of approval by ERC.  

Majority of AboitizPower’s Generation Companies have transmission service agreements with NGCP for transmission 
of electricity to the designated delivery points of their customers, while others built their own transmission lines to 
directly connect to their customers.  In some instances, where the offtaker is NPC, NPC takes electricity from the 
generation facility itself.

On the other hand, AboitizPower’s Distribution Utilities have exclusive distribution franchises in the areas where 
they operate.  Each of the Distribution Companies has a distribution network consisting of a widespread network 
of predominantly overhead lines and substations.  Customers are classified in different voltage levels based on their 
electricity consumption and demand.  Large industrial and commercial consumers receive electricity at distribution 
voltages of 13.8 kV, 23 kV and 69 kV while smaller industrial, commercial and residential customers receive electricity 
at 240 V or 480 V.

All of AboitizPower’s Distribution Utilities have entered into transmission service contracts with the NGCP for the use 
of the NGCP’s transmission facilities to receive power from their respective IPP and NPC/PSALM for distribution to their 

9Amounts in millions.
10id.
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respective customers.  VECO owns a 138-kV tie-line that connects to Cebu Energy’s power plant.  All customers that 
connect to the Distribution Utilities’ distribution lines are required to pay a tariff approved by the ERC.

AboitizPower’s wholly-owned RES companies, AdventEnergy and AESI, have existing electricity supply contracts with 
their respective customers.  In 2013, AdventEnergy supplied to five companies under the NET Group and delivered a 
total of 24.9M kWhs.  As of March 31, 2014, AdventEnergy supplies renewable energy to 11 companies with a total 
power demand of 32.3 MW.

To ensure continous supply of power to its customers, AdventEnergy has existing power supply contracts with renewable 
power generation companies.

AESI has a total of 45 customers with existing Retail Electricity Supply Contracts with terms ranging from  three to ten 
years.  In 2013, AESI delivered a total of 640.8M kWhs to its customers.  As of March 31, 2014, AESI registered a total 
power demand of 150 MW. 

AESI entered into contracts with various power generation companies to ensure reliable and continous supply of power 
to its customers.
 
The above Retail Electricity Supply companies follow a pricing strategy which allows customer flexibility.  The power 
rates are calculated using a fixed formula pricing arrangement based on customer load curves, resulting in either a peak 
- off-peak or capacity load based competitive rate.

(iv) New Products/Services

Other than the ongoing Greenfield and/or rehabilitation projects undertaken by AboitizPower’s Generation Companies,  
AboitizPower and its Subsidiaries do not have any publicly announced new product or service to date.

(v) Competition

Generation Business

With the privatization of the NPC-owned power generation facilities, the establishment of the WESM and the 
implementation of retail competition and Open Access, AboitizPower’s generation facilities located in Luzon, Visayas 
and Mindanao will face competition from other power generation plants that supply electricity to the Luzon, Visayas 
and Mindanao grids.

In particular, SNAP-Magat, SNAP-Benguet, APRI and TLI are expected to face competition from leading multinationals 
such as AES Corporation, TeaM Energy, GN Power and Korea Electric Power Corporation, as well as power generation 
facilities owned or controlled by Filipino-owned companies such as Global Business Power Corporation, Trans-Asia 
Power Generation Corporation, AC Energy Holdings Corporation, First Gen Corporation, DMCI Holdings, Inc. and San 
Miguel Energy Corporation.  With the commencement of retail competition and Open Access, these foreign and local 
generation companies have already set up their own Retail Electricity Supply business.  Despite the suspension of 
the issuance of RES licenses in May 2013, aggressive competition from those with existing licenses is still expected.  
Additional competition for Open Access customers can come from entities that may not generate power but have RES 
operations by acting as demand aggregators.

AboitizPower will face competition in both the development of new power generation facilities and the acquisition 
of existing power plants, as well as competition for financing these activities.  The improving performance of the 
Philippine economy, the presence of a market to sell, such as the WESM, and the potential shortfall in energy supply 
have attracted many potential competitors, including multinational development groups and equipment suppliers, to 
explore opportunities in electric power generation projects in the Philippines.  Also, the new guidelines for FIT limit the 
total installed capacity for each renewable technology eligible for FIT rates.  Accordingly, competition for and from new 
power projects may increase in line with the expected long-term economic growth of the Philippines.
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Distribution Business

Each of AboitizPower’s Distribution Utilities currently has an exclusive franchise to distribute electricity in the areas 
covered by its franchise.

Under Philippine law, the franchises of the Distribution Utilities may be renewed by the Congress of the Philippines 
provided that certain requirements related to the rendering of public services are met.  The Company intends to apply 
for the extension of each franchise upon its expiration.  The Company may face competition or opposition from third 
parties in connection with the renewal of these franchises.  It should be noted that under Philippine law, a party wishing 
to secure a franchise to distribute electricity must first obtain a CPCN from the ERC, which requires that such party prove 
that it has the technical and financial competence to operate a distribution franchise, and that there is a need for such 
franchise. Ultimately, the Philippine Congress has absolute discretion in determining whether to issue new franchises 
or to renew existing franchises, and the acquisition by competitors of any of the Distribution Utilities’ franchises could 
adversely affect the results of the Company’s operations.  However, with the commencement of retail competition 
and open access in Luzon and Visayas, the supply segment of the distribution business has become a contestable 
market, initially, for customers with at least an average of 12M demand. However, with the commencement of retail 
competition and open access in Luzon and Visayas, the supply segment of the distribution business has become a 
contestable market, initially, for customers with at least an average of 12M demand.

(vi) Sources of Raw Materials and Supplies

Generation Business

AboitizPower’s hydroelectric facilities harness the energy from the flow of water from neighboring rivers to generate 
electricity.  Some of these facilities have impounding dams allowing the storage of water for later use.  The hydroelectric 
companies on their own, or through the NPC in the case of LHC, possess water permits issued by the NWRB, which 
allow them to utilize the energy from a certain volume of water from the applicable source of the water flow.

Under the APA between APRI and PSALM for the Tiwi-MakBan complex, the management and operation of the 
geothermal fields, which supply steam to the power generation units, remain with Chevron Geothermal Philippines 
Holdings, Inc. (Chevron).  The terms of the steam supply are governed by a  Geothermal Resource Supply Contract 
(GRSC) under which price of steam is ultimately indexed to the Newcastle Coal Index and the Japanese Public Utilities 
(JPU) coal price.  The effectivity of GRSC commenced on May 26, 2013.  On August 14, 2013, an interim provision was 
added which states that if the spot market price is lower than GRSC price, Chevron will sell the fuel at 50% of the spot 
price for volumes above defined minimum levels (PMin).  This allows APRI to be competitive and in turn reduce steam 
venting.

AboitizPower’s oil-fired plants use Bunker C fuel to generate electricity.  SPPC and WMPC get fuel supplies from the NPC 
pursuant to the terms of their respective ECAs with the NPC.  EAUC and CPPC each have a fuel supply agreement with 
Petron; while TMI has existing fuel supply agreements with Shell and Petron for Mobile 1 and Mobile 2, respectively.  
Likewise, TMO has existing fuel supply agreements with Shell and Petron. The fuel prices under these agreements are 
pegged to the Mean of Platts Singapore (MOPS) index.  STEAG Power has existing long-term coal supply agreements 
with PT Jorong Barutama Greston of Indonesia and Samtan Co. Ltd of Korea. 

TLI has entered into long-term coal supply contracts for the Pagbilao Plant’s annual coal requirements.  TLI is continuously 
looking at and evaluating alternative sources to ensure security of supply.

Distribution Business

Most of AboitizPower’s Distribution Utilities have bilateral agreements with the NPC for the purchase of electricity, 
which set the rates for the purchase of the NPC’s electricity. The following table sets out material terms of each of the 
Distribution Company’s bilateral agreements with the NPC:
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Distribution Company
Term of Agreement 

with NPC
Contract Energy 
(MWh per year)

Take or Pay Pricing Formula

VECO Extended; expiring in 
December 25, 2014 

364,945 Yes ERC approved NPC rate plus
ERC approved adjustments

Davao Light 10 years; expiring in
December 2015

1,361,575 Yes ERC approved NPC rate plus
ERC approved adjustments

Cotabato Light 10 years; expiring in
December 2015

116,906 Yes ERC approved NPC rate plus
ERC approved adjustments

MEZ 10 years; expiring in
September 2015

114,680 Yes ERC approved NPC rate plus
ERC approved adjustments

The rates at which Davao Light and SFELAPCO purchase electricity from AboitizPower’s Generation Companies are 
established pursuant to the bilateral agreements that are executed after the relevant Generation Company has 
successfully bid for the right to enter into a PPA with either Davao Light or SFELAPCO.  These agreements are entered 
into on an arm’s-length basis, on commercially reasonable terms and are approved by the ERC.  The ERC’s regulations 
currently restrict AboitizPower’s Distribution Utilities from purchasing more than 50% of their electricity requirements 
from Affiliated Generation Companies.  Hedcor Sibulan supplies Davao Light with electricity generated from its Sibulan 
plants pursuant to the Hedcor Consortium’s 12-year PSA.  To add to its power reserve capacity, Davao Light has entered 
into a three-year power supply contract with TMI  for 15 MW last March 21, 2011, and this was provisionally approved 
by the ERC on May 30, 2011.  On February 29, 2012, Davao Light and TMI filed a Joint Manifestation with the ERC 
stating that they agreed to supplement and modify their supply contract to 30 MW.  Contract energy of 30 MW was 
made available to Davao Light starting March 1, 2012.  Davao Light and Cotabato Light entered into a 25-year power 
supply contracts with TSI for 100 MW and 5 MW, respectively, which will commence in 2016.  The agreement between 
Cotabato Light and TSI is pending with ERC for approval. 

VECO has entered into a PPA for the purchase of electric energy from CPPC for a period of 15 years starting from the 
commercial operation date of the latter.  In 2013, the said contract with CPPC was extended for another 10 years.  On 
October 16, 2009, VECO entered into an EPPA with Cebu Energy for the supply of 105 MW for 25 years to address 
VECO’s long-term power supply requirement.  VECO also signed a five-year contract for the supply of power from GCGI 
for 60 MW at 100% load factor.  GCGI started supplying VECO on December 26, 2010.  There have been negotiations to 
extend the contract for a period of one year.  The company entered into a second PPA with GCGI for the supply of 15 
MW starting December 25, 2011.  This supply of power replaced the NPC’s reduction of its supply of power under its 
contract with VECO.

The provisions of the Distribution Utilities’ PPAs are governed by the ERC regulations.  The main provisions of each 
contract relate to the amount of electricity purchased, the price, including adjustments for various factors such as 
inflation indexes, and the duration of the contract.  Under the current ERC regulations, the Distribution Utilities can 
purchase up to 90% of their electricity requirements using bilateral contracts.

Transmission Charges

SFELAPCO has an existing transmission service contract (TSA) with the NGCP for the use of the latter’s transmission 
facilities in the distribution of electric power from the grid to its customers.  All other TSAs of the Distribution Utilities 
with the NGCP have expired.  The Distribution Utilities have negotiated agreements with the NGCP in connection with 
the amount and form of security deposit that they will provide to the NGCP to secure their obligations under their 
transmission services contracts.

(vii) Major Customers

Out of the total electricity sold by AboitizPower’s Generation Companies, 87% are covered by bilateral contracts with 
with, among others, private distribution utilities, electric cooperatives, NPC, industrals and commercial companies.  The 
remaining 13% is sold by the Generation Companies through the WESM.

Most of AboitizPower’s Distribution Companies, on the other hand, have wide and diverse customer bases. As such, the 
loss of any one customer will have no material adverse impact on AboitizPower. The Distribution Companies’ customers 
are categorized into four principal categories:
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(a) Industrial customers.  Industrial customers generally consist of large-scale consumers of electricity within a 
franchise area, such as factories, plantations and shopping malls.

(b) Residential customers.  Residential customers are those who are supplied electricity for use in a structure 
utilized for residential purposes.

(c) Commercial customers.  Commercial customers include service-oriented businesses, universities and hospitals.

(d) Other customers.

Government accounts for various government offices and facilitites are categorized as either commercial or industrial 
depending on their load.  Each utility monitors government accounts separately and further classifies them to local 
government accounts, national government account, special government accounts like military camps.  Street Lights 
have a different rate category and are thus monitored independently.

 
(viii) Transactions with and/or Dependence on Related Parties

AboitizPower and its Subsidiaries, in their regular conduct of business, have entered into related party transactions 
consisting of professional and technical services, rental, money market placements, and power sales and purchases. 
These are made on an arm’s length basis and at current market prices at the time of the transactions.

AEV, the parent company of AboitizPower, and certain associates have service level agreements with AboitizPower for 
corporate center services rendered, such as human resources, internal audit, legal, treasury and corporate finance, 
among others.  These services are obtained from AEV to enable the Group to realize cost synergies and optimize 
expertise at the corporate center.  The parent company maintains a pool of highly qualified professionals with business 
expertise specific to the businesses of the Group.  Transaction costs are always benchmarked on third party rates to 
ensure competitive pricing consistent with industry standards.  Service Level Agreements are in place to ensure quality 
of service.

AboitizPower and its Subsidiaries enter into transactions with its parent, associates and other related parties.  These 
transactions include:

(a) The Company provides services to certain associates, such as technical and legal assistance for various projects 
and other services.

(b) Energy fees are billed by the Group to related parties and the Group also purchased power from associates, 
arising from the following:

i. PPA/PSA or ESA
ii. Replacement power contracts

(c) AEV provides among others, human resources, internal audit, legal, treasury and corporate finance services, to 
the Group and shares with the member companies the business expertise of its highly qualified professionals.    
Transactions are priced based on agreed rates, and billed costs are always benchmarked to third party rates to 
ensure competitive pricing.  Service level agreements are in place to ensure quality of service.  These transactions 
result to professional and technical fees paid by the Group to AEV.

(d) Aviation services rendered by AEV Aviation, an associate, to the Group.

(e) Lease of commercial office units by the Group from Cebu Praedia Development Corporation (CPDC) and 
Aboitiz Land, Inc. (AboitizLand) and subsidiaries.  CPDC and AboitizLand are subsidiaries of AEV.

(f) Aboitiz Construction Group, Inc. (ACGI), a wholly-owned Subsidiary of ACO, rendered its services to the 
Group for the following projects: rehabilitation of Tiwi and MakBan power plants, tunnel repairs of LHC and 
construction of TSI power plant.

(g) Cash deposits with UnionBank earn interest at prevailing market rates.  UnionBank is an associate of AEV.

(h) The Company obtained Standby Letters of Credit (SBLC) and is acting as surety for the benefit of certain 
associates in connection with loans and credit accommodations.  The Company provided SBLC for STEAG 
Power, LHC, SNAP-Magat and SNAP-Benguet in the amount of P2.10 bn in 2013, P1.90 bn in 2012 and P2.5 bn 
in 2011.
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Details of the significant account balances of the foregoing related party transactions, retirement fund and compensation 
of the Board and key management personnel of the Group can be found in Note 32 of the attached Audited Financial 
Statements.

(ix) Government Approvals, Patents, Copyrights, Franchises

GOVERNMENT APPROVALS

Generation Business

Power generation is not considered a public utility operation under the EPIRA. Thus, a franchise is not needed to engage 
in the business of power generation. Nonetheless, no person or entity may engage in the generation of electricity 
unless such person or entity has complied with the standards, requirements and other terms and conditions set by the 
ERC and has received a COC from the ERC to operate a generation facility.  A COC is valid for a period of five years from 
the date of issuance.

A generation company must ensure that all its facilities connected to the grid meet the technical design and operational 
criteria of the Philippine Grid Code and Philippine Distribution Code.  Additionally, a generation company must meet the 
minimum financial capability standards set out in the Guidelines for the Financial Standards of Generation Companies 
issued by the ERC.  Under the said guidelines, a generation company is required to meet a minimum annual interest 
cover ratio or debt service coverage ratio of 1.5x throughout the period covered by its COC.  For COC applications and 
renewals, the same guidelines require the submission to the ERC of, among other things, comparative audited financial 
statements, schedule of liabilities and a five-year financial plan.  For the duration of the COC, these guidelines also 
require a generation company to submit to the ERC audited financial statements and forecast financial statements for 
the next two fiscal years, among other documents. Failure by a generation company to submit the requirements so 
prescribed by the guidelines may be a ground for the imposition of fines and penalties.

Each of AboitizPower’s Generation Companies that own generation facilities, such as Davao Light and Cotabato Light, 
is required under the EPIRA to obtain a COC from the ERC for its generation facilities. Although an IPP Administrator 
such as TLI is not required to obtain a COC, it is nevertheless required, along with all entities owning and operating 
generation facilities, to comply with technical, financial and environmental standards provided by existing laws and 
regulations for their operations.

Under Department Circular No. 2010-03-0003 dated February 26, 2010 of the DOE, generation companies are enjoined 
to ensure the availability of its generation facilities at all times subject only to technical constraints duly communicated 
to the system operator in accordance with existing rules and procedures. For this purpose, generation companies shall 
have, among others, the following responsibilities: 

(a) All generation companies shall operate in accordance with their maximum available capacity which shall be 
equal to the registered maximum capacity of the (aggregate) unit less [1] forced unit outages, [2] scheduled 
unit outages, and [3] de-rated capacity due to technical constraints which include (i) plant equipment-
related failure and ambient temperature, (ii) hydro constraints which pertain to limitation on the water 
elevation/turbine discharge and megawatt output of the plant and (iii) geothermal constraints which pertain 
to capacitylimitation due to steam quality, steam pressure and temperature variation, well blockage and 
limitation on steam and brine collection and disposal system;

(b) Oil-based generation companies shall maintain an adequate in-country stocks of fuel equivalent to at least 15 
days of running inventory which includes shipments in transit;

(c) Coal power plants shall ensure the required 30-day coal running inventory which includes shipments in transit;

(d) During scheduled maintenance of the Malampaya natural gas facilities, all affected generation companies shall 
maintain at least 15 days of running inventory of alternative fuel and shall operate at full capacity;

(e) All generation companies with natural gas fired, geothermal and hydroelectric generating plants shallsubmit 
to the DOE a monthly report on the current status and forecast of the energy sources of its generating plants;

(f) All generation companies must notify and coordinate with the system operator of any planned activity such as 
shutdown of its equipment;
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(g) All generation companies must immediately inform the DOE of any unexpected shutdown or derating of the 
generating facility or unit thereof; and

(h) Generating companies shall seek prior clearance from the DOE regarding any plans for deactivation or 
mothballing of existing generating units or facilities critical to the reliable operation of the grid.

Title of 
Document

Issued under 
the name of

Power Plant
Date of 

IssuanceType Location Capacity Fuel Years of
Service

COC No.
08-11-GXT
33-0033L

Hedcor, Inc.

Hydro
Irisan 3 - Tadlangan, 
Tuba, Benguet

1.20 MW Hydro 10

November 5,
2013

Hydro
Bineng 1 - Bineng, La 
Trinidad Benguet

3.20 MW Hydro 10

Hydro
Bineng 2 - Bineng, La 
Trinidad Benguet

1.80 MW Hydro 10

Hydro
Bineng 2B - Bineng, La 
Trinidad Benguet

0.75 MW Hydro 10

Hydro
Bineng 3 - Bineng, La 
Trinidad Benguet

4.50 MW Hydro 10

Hydro
Ampohaw - Baneng-
beng, Sablan, Benguet

8.00 MW Hydro 10

Hydro
Sal-angan - Ampucao, 
Itogon, Benguet

2.40 MW Hydro 10

COC No.
11-05-GXT
286b-0331M

Hedcor, Inc. 
(Talomo 

Hydroelectric 
Power Plant)

Hydro
Talomo 1 - Calinan, 
Davao City

1,000 kW Hydro 20

May 9, 2011

Hydro
Talomo 2 – Mintal 
Proper, Davao City

600 kW Hydro 20

Hydro
Talomo 2A – Upper 
Mintal, Davao City

650 kW Hydro 20

Hydro
Talomo 2B – Upper 
Mintal, Davao City

300 kW Hydro 20

Hydro
Talomo 3 - Catalunan, 
Pequeño, Davao City

1,920 kW Hydro 20

COC No.
08-11-GXT
32-0032L

Hedcor, Inc.

Hydro
FLS Plant - Poblacion, 
Bakun, Benguet

5.90 MW Hydro 10

November 5,
2013

Hydro
Lower Labay - Am-
pusongan, Bakun, 
Benguet

2.40 MW Hydro 10

Hydro
Lon-Oy - Poblacion, 
Bakun, Benguet

3.60 MW Hydro 10

COC No.
11-07-GXT
17273-
17584M

Hecor Sibulan 
Darong

Diesel Engine
Brgy. Darong, Sta. Cruz, 
Davao del Sur

363 kW Diesel 15 July 7, 2011

COC No.
11-07 GXT
17272-
17583M

Hedcor 
Sibulan Tibolo

Diesel Engine
Brgy. Tibolo, Sta. Cruz, 
Davao del Sur

323 kW Diesel 15 July 7, 2011

COC No.
11-07-GXT
17269-
17580M

Hedcor, Inc. 
Talomo 2

Diesel Engine
Proper Mintal, Davao 
City

20 kW Diesel 15 July 7, 2011

The Generation Companies, Davao Light and Cotabato Light possess COCs for their generation businesses as follows:
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Title of 
Document

Issued under 
the name of

Power Plant
Date of 

IssuanceType Location Capacity Fuel Years of
Service

COC No.
11-07-GXT
17271-17582L

Hedcor Inc. 
La Trinidad 

(Beckel)
Diesel Engine

214 Beckel, La Trinidad, 
Benguet

216 kW Diesel 15 July 7, 2011

COC No.
11-07-GXT
17270 - 
17581M

Hedcor, Inc. 
Talomo 3

Diesel Engine
Brgy. Catalunan 
Pequeño, Davao City

20 MW Diesel 15 July 7, 2011

COC No.
10-08-GN-
56-16881

Hedcor 
Sibulan, Inc. 

Hydroelectric 
Power Plant A

Hydro
Brgy. Sibulan, Sta. Cruz, 
Davao del Sur

16.328 
MW

Hydro 25
August 9, 

2010

COC No.
10-05-GN
54-16816

Hedcor 
Sibulan, Inc. 

(Plant B)
Hydroelectric

Brgy. Sibulan, Sta. Cruz, 
Davao del Sur

26, 257 
kW

Hydro 25 May 24, 2010

COC No. 
08-07-GXT 
17-0017

LHC
Hydro

Amilongan Alilem, 
Ilocos Sur

70 MW Hydro -

July 21, 2013Stand-by 
Power

Amilongan Alilem, 
Ilocos Sur

280 kW Diesel -

COC No. 
10-12-GXT 
13701-
13728M

Davao Light

Bunker C Fired
J.P. Laurel Ave., Bajada, 
Davao City

58.7 kW
Blended-

Fuel
25

December 1,
2010

Blackstart 
Generator 

Sets

J.P. Laurel Ave., Bajada, 
Davao City

105.60 
kW

Diesel 25

Diesel Engine
J.P. Laurel Ave., Bajada, 
Davao City

80 kW Diesel 25

Diesel Engine
J.P. Laurel Ave., Bajada, 
Davao City

80 kW Diesel 25

Diesel Engine
J.P. Laurel Ave., Bajada, 
Davao City

41.6 kW Diesel 25

COC No.
11-12-GXT
15911-
16153M

Cotabato Light

Bunker C-
Fired

Diesel Engine

CLPCI Compound, 
Sinsuat Ave., Cotabato 
City

9.927 MW
Diesel/ 

Bunker C
25

December 5,
2011

Blackstart
CLPCI Compound, 
Sinsuat Ave., Cotabato 
City

10 kW Diesel 25

COC No. 
013-06-GXT2-
0002V

EAUC
Bunker C-

Fired Power 
Plant

Barrio Ibo, Mactan Ex-
port Processing Zone 1, 
Lapu-Lapu City, Cebu

49.60 MW Bunker C 16 June 10, 2013

COC No. 
13-05-GXT1-
0001V

CPPC
Bunker C-

Fired Power 
Plant

Old VECO Compound, 
Brgy. Ermita, Cebu City

70.65MW Bunker C 25 May 27, 2013

COC No. 
13-08-GXT20-
0020M

WMPC

Bunker C-
Fired Power 

Plant

Malasugat,Barangay 
Sangali, Zamboanga 
City

112.0 MW BunkerC 24
August 5, 

2013
Blackstart

Malasugat, Barangay 
Sangali, Zamboanga 
City

160 kW Diesel 24

COC No. 
13- 08-GXT21-
0021M

SPPC
Bunker C Fired 
Diesel Power 

Plant

Barangay Baluntay, 
Alabel, Saranggani

61.72 MW
Bunker C/

Diesel
18

August 5, 
2013
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Title of 
Document

Issued under 
the name of

Power Plant
Date of 

IssuanceType Location Capacity Fuel Years of
Service

COC No.
10-11-GXT 
286O-13433L

SNAP-Magat 
(Magat 

Hydroelectric 
Power Plant)

Hydroelectric
Magat River, Brgy. Agui-
naldo, Ramon,

360 MW Hydro 23
November 22,

2010
Blackstart 

Generator Set
Magat River, Brgy. Agui-
naldo, Ramon,

320 kW Diesel 23

COC No.
10-11-GXT
286M-13429L

SNAP-Benguet 
(Binga 

Hydroelectric 
Power Plant)

Hydro Electric
Brgy. Binga, Tinongdan, 
Itogon, Benguet

100 MW Hydro 5
November 15, 

2010
Blackstart 

Generator Set
Brgy. Binga, Tinongdan, 
Itogon, Benguet

355.40 
kW

Diesel 5

COC No.
11-08-GN
87-17671L

SNAP-Benguet 
(Ambuklao 

Hydroelectric 
Power Plant)

Hydro
Brgy. Ambuklao, Bokod, 
Benguet

104.55 
MW

Hydro 50
August 31, 

2011
Blackstart

Brgy. Ambuklao, Bokod, 
Benguet

2.28 MW Diesel 20

COC No.
12-03-GXT
286m-
13429U4L

SNAP-Benguet 
(Unit 4, Binga 

HEPP)
Hydroelectric

Brgy. Tinongdan, 
Itogon, Benguet

31.45 MW Hydro 50
March 12, 

2012

COC No.
11-05 GN 16-
15880M

STEAG Power

Coal fired

Park V, Phividec Indus-
trial Estate, Balacanas, 
Villanueva, Misamis 
Oriental

232 MW Coal 50

May 30, 2011
Emergency 
Generating 

Set

Park V, Phividec Indus-
trial Estate, Balacanas, 
Villanueva, Misamis 
Oriental

1.25 MW Diesel 25

COC No.
10-05-GXT
286e-7833

APRI 
(Mak-ban 

Geothermal 
Power Plant)

Geothermal

Brgy. Bitin, Bay, Laguna
Plant A 
126.40 

MW

Geothermal
Steam

20

May 31, 2010

Brgy. Bitin, Bay, Laguna
Plant D
40 MW

20

Brgy. Limao, Tamlong, 
Calauan, Laguna

Plant B 
126.40 

MW
20

Brgy. Limao, Tamlong, 
Calauan, Laguna

Plant C 
126.40 

MW
20

Brgy. Sta. Elena, Sto. 
Tomas, Batangas

Plant E 40 
MW

20

COC No.
10-12-GXT
286r-13736L

APRI (Tiwi 
Geothermal 
Power Plant)

Geothermal Brgy. Cale, Tiwi, Albay 234 MW Steam 10
December 1,

2010
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Title of 
Document 

Issued under 
the name of

Power Plant
Date of 

IssuanceType Location Capacity Fuel Years of
Service

COC No.
06-04-GXT
286aa- 14632

Ormat -
Mak-Ban 

Binary
GPP

Steam Turbine

Brgy. Sta. Elena, Sto. 
Tomas, Batangas/Brgy. 
Bitin, Bay, Laguna/
Brgy. Tamlong, Calauan, 
Laguna

18.50 MW Steam -

April 6, 2006
(Release of 

new COC was 
deferred by 
ERC pending 
completion 

of the 
rehabilitation of 

the plant.)

COC No.
11-04-GXT
286gg-
15074M

TMI
[Mobile1 

(M1)]

Bunker C Fired
Brgy. San Roque, Maco, 
Compostela Valley

100.33
MW

Bunker C/ 
Diesel

30

April 4, 2011
Blackstart

Brgy. San Roque, Maco, 
Compostela Valley

1.75 MW Diesel 30

COC No.
11-040GXT
286bb-
14632M

TMI
[Mobile 2 

(M2)]

Bunker C Fired
Nasipit, Agusan del 
Norte

100.33 
MW

Bunker C/
Diesel

30
April 4, 2011

Blackstart
Nasipit, Agusan del 
Norte

1.75 MW Diesel 30

Distribution Company Expiration Date

VECO 2030

Davao Light 2025

Cotabato Light 2014

SFELAPCO 2035

SEZ11 2028

AboitizPower’s Generation Companies, which operate hydroelectric facilities, are also required to obtain water permits 
from the NWRB for the water flow used to run their respective hydroelectric facilities.  These permits specify the source 
of the water flow that the Generation Companies can use for their hydroelectric generation facilities, as well as the 
allowable volume of water that can be used from the source of the water flow.  Water permits have no expiration date 
and generally are not terminated by the Government as long as the holder of the permit complies with the terms of the 
permit regarding the use of the water flow and the allowable volume.

Distribution Business

Under the EPIRA, the business of electricity distribution is a regulated public utility business that requires a national 
franchise that can be granted only by the Congress of the Philippines. In addition to the legislative franchise, a CPCN 
from the ERC is also required to operate as a public utility. Except for Distribution Utilities operating within ecozones, 
all Distribution Utilities possess franchises granted by Philippine Congress.

All Distribution Utilities are required to submit to the ERC a statement of their compliance with the technical specifications 
prescribed in the Distribution Code (which provides the rules and regulations for the operation and maintenance of 
distribution systems) and the performance standards set out in the implementing rules and regulations of the EPIRA.

Shown below are the respective expiration periods of the Distribution Companies’ legislative franchises:

11Pursuant to the Distribution Management Service Agreement (DMSA) with the Subic Bay Metropolitan Authority.

MEZ and BEZ, which operate the power distribution utilities in MEPZ II and the WCIP, respectively, are duly registered 
with PEZA as Ecozone Utilities Enterprises.  Cotabato Light is working on the renewal of its legislative franchise which is 
currently undergoing the normal processes in the Philippine Congress.
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Supply Business

For a time, the business of supplying electricity was being undertaken solely by franchised distribution utilities.  However, 
on July 26, 2013, the implementation of Retail Competition and Open Access (RCOA) commenced in Luzon and Visayas.  
Like power generation, the said business of supplying electricity is not considered a public utility operation under the 
EPIRA,  However, it is considered a business affected with public interest.  As such, the EPIRA requires all suppliers of 
electricity to end-users in the contestable market, other than distribution utilities within their franchise areas, to obtain 
a license from the ERC in accordance with the ERC’s rules and regulations. With the implementation of Open Access, 
AboitizPower’s wholly-owned Subsidiaries, AESI, AdventEnergy and Prism Energy, obtained separate licenses to act as 
RES and Wholesale Aggregator.

Trademarks

AboitizPower and its Subsidiaries own, or have pending applications for the registration of intellectual property rights 
for various trademarks associated with their corporate names and logos. The following table sets out information 
regarding the trademark applications the Company and its Subsidiaries have filed with the Philippine Intellectual 
Property Office (IP Office).

Trademarks Applicant Date Filed

Certificate of 
Registration 

No./Date 
Issued

Description Status

Cleanergy
(Class No. 42)

Aboitiz Power 
Corporation

October 19,
2001

4-2001-07900

January 13, 
2006

Application for trademark
“Cleanergy”

Original Certificate of 
Registration for the mark 
CLEANERGY was issued on 
January 13, 2006.
The 5th year Anniversary
Declaration of Actual
Use (DAU) was filed last
December 27, 2011 with
IP Office.

Cleanergy and
Device
(Class No. 42)

Aboitiz Power 
Corporation

July 30, 2002 4-2002-06293

July 16, 2007

Application for trademark 
Cleanergy and Device 
with the representation 
of a light bulb with three 
leaves attached to it, with 
the words “CLEANERGY” 
and a small “ABOITIZ” 
diamond logo below it

Original Certificate of
Registration No. 4-2002-
006293 was issued on July
16, 2007.
The 5th year Anniversary 
Declaration of Actual Use 
(DAU) was filed last July 
15, 2013 with IP Office.

A Better Future (Class 
No. 39,40, and 42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004383

November 11, 
2010

Application for trademark 
“A Better Future”

Original Certificate of 
Registration was issued 
on November 11, 2010.
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.

Better Solutions 
(Class No. 39, 40 and 
42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004384

November 11, 
2010

Application for Trademark
“Better Solutions”.

Original Certificate of 
Registration was issued 
on November 11, 2010.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.

Cleanergy Get It and 
Device
(Class No. 39, 40 and 
42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004381

November 11, 
2010

The word “Cleanergy” 
with the phrase “get 
it” below it with both 
words enclosed by a 
representation of a 
thumbs up sign. The 
whole mark is rendered in 
two shades of green.

Original Certificate of 
Registration was issued on 
November 11, 2010.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.
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Trademarks Applicant Date Filed

Certificate of 
Registration 

No./Date 
Issued

Description Status

AboitizPower word 
mark
(Class 39,40, & 42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004385

November 11, 
2010

Application for Trademark
“AboitizPower” word   
Mark.

Original Certificate of 
Registration was issued on 
November 11, 2010.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.

Cleanergy got it & 
Device
(Class 39, 40 and 42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004382

November 11, 
2010

The word “Cleanergy” 
with the phrase “got 
it” below it with both 
words enclosed by a 
representation of a 
thumbs up sign. The 
whole mark is rendered in 
two shades of green.

Original Certificate of 
Registration was issued on 
November 11, 2010.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.

AboitizPower Spiral 
and Device
(Class 39, 40 and 42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004380

February 11, 
2011

The representation of a   
spiral rendered in blue.

Original Certificate of 
Registration was issued on 
February 11, 2011.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.

AboitizPower and
Device
(Class 39, 40 and 42)

Aboitiz Power 
Corporation

April 23, 
2010

4-2010-004379

February 11, 
2011

The words “Aboitiz” and 
“Power” rendered in two 
shades of blue with the 
representation of a spiral 
above it and the words “A 
Better Future” below it.

Original Certificate of 
Registration was issued on 
February 11, 2011.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 
23, 2013 with IP Office.

Alterspace
(Class 9, 39, 40)

Aboitiz Power 
Corporation

April 6, 2011 4-2011-003968 Application for trademark
“ALTERSPACE” word mark.

The trademark application 
has been allowed and 
its publication in the 
Official Gazette has been 
approved in IP Office’s 
notice of allowance 
dated December 14, 
2011 for the purposes of 
opposition.

Original Certificate of 
Registration was issued on 
February 24,2012.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) is due for filing on 
April 6, 2014.

Alterspace and
Device
(Class 9, 39, 40)

Aboitiz Power 
Corporation

May 31, 2011 4-2011-006291

December 22, 
2011

Application for trademark 
“ Alterspace and Device”. 
A globe with the words 
“alter” and “space” inside 
and an arrow circling the 
globe and separating the 
two words. The
globe is rendered in forest 
green, while the words 
and arrow are rendered in 
lime green.

The trademark application 
has been allowed and 
its publication in the 
Official Gazette has been 
approved in the IP Office’s 
Notice of Allowance dated 
November 4, 2011.

Original Certificate of 
Registration was issued on 
December 22, 2011.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) is due for filing on 
May 31, 2014.
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Trademarks Applicant Date Filed

Certificate of 
Registration 

No./Date 
Issued

Description Status

Alterspace and
Device
(Class 9, 39, 40)

Aboitiz Power 
Corporation

May 31, 2011 4-2011-006291

December 22, 
2011

Application for trademark 
“ Alterspace and Device”. 
A globe with the words 
“alter” and “space” inside 
and an arrow circling the 
globe and separating the 
two words. The
globe is rendered in forest 
green, while the words 
and arrow are rendered in 
lime green.

The trademark application 
has been allowed and 
its publication in the 
Official Gazette has been 
approved in the IP Office’s 
Notice of Allowance dated 
November 4, 2011.

Original Certificate of 
Registration was issued on 
December 22, 2011.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) is due for filing on 
May 31, 2014.

Aboitiz Energy 
Solutions and Device
(Class No. 42)

Aboitiz Energy 
Solutions, Inc.

January 25,
2007

4-2007-000784

September 03,
2007 

Application for trademark 
ABOITIZ ENERGY 
SOLUTIONS and Device.

Original Certificate of 
Registration was issued on 
September 03, 2007.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the 
IP Office last February 4, 
2010.

Power One 
(wordmark) (Class 
No. 42)

Aboitiz Energy 
Solutions, Inc.

July 29, 2002 4-2002-006232

February 19, 
2007

Application for trademark
“Power One”.

Original Certificate of 
Registration was issued on 
February 19,2007.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the 
IP Office last July 29, 2005.

Power One and 
Device
(Class No. 42)

Aboitiz Energy 
Solutions, Inc.

February 17,
1999

4-1999-001121

September 
18,2006

Application for trademark
“Power One and Device 

Original Certificate of 
Registration was issued on 
September 18, 2006.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the 
IP Office last August 13, 
2002.

Subic Enerzone 
Corporation and 
Logo (colored) (Class 
No. 39)

Subic Enerzone 
Corporation

July 6, 2006 4-2006-007306

August 20,2007

Trademark application 
for Subic Enerzone 
Corporation and Logo 
(blue & yellow). The 
mark consists of the 
words “Subic Enerzone” 
in fujiyama extra bold 
font with the word 
“Corporation” below it, 
also in fujiyama font, 
rendered in cobalt 
medium blue color, and 
a representation of the 
letter “S” taking the shape 
of a flame (the company 
logo) above the words. 
The logo is likewise 
rendered in the cobalt 
medium blue color in a 
yellow background.

Original Certificate of 
Registration was issued on 
August 20, 2007.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with IP 
Office last July 6, 2009
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(x) Effect of Existing or Probable Government Regulations on the Business

Since the enactment of the EPIRA in 2001, the Philippine power industry has undergone and continues to undergo 
significant restructuring.  Among the provisions of the EPIRA which have had or will have considerable impact on 
AboitizPower’s businesses relate to the following:

Wholesale Electricity Spot Market

The WESM is a mechanism established by the EPIRA to facilitate competition in the production and consumption of 
electricity.  It aims to provide the mechanism for identifying and setting the price of actual variations from the quantities 
transacted under contracts between sellers and purchasers of electricity by (a) establishing the merit order dispatch 
instructions for specific time periods; (b) determining the market clearing price for such time periods; (c) reflecting 
accepted economic principles; and (d) providing a level playing field to all electric power industry participants.

The WESM provides avenue whereby generators may sell power, and at the same time suppliers and wholesale 
consumers can purchase electricity where no bilateral contract exists between the two.  Where there are such bilateral 
contracts, these contracts are nevertheless declared in the market but only to determine the appropriate merit order 
of generators.  Settlement for bilateral contracts between the contracting parties will, however, occur outside the 
market.  Traded electricity not covered by bilateral contracts will be settled through the market on the basis of the 
market clearing prices for each of the trading periods.

Trademarks Applicant Date Filed

Certificate of 
Registration 

No./Date 
Issued

Description Status

Subic Enerzone 
Corporation and 
Logo (gray) (Class 
No. 39)

Subic Enerzone 
Corporation

July 6, 2006 4-2006-007305

August 20,2007

Trademark Application 
for Subic Enerzone Corp. 
wordmark and logo (gray). 
The mark consists of the 
words “SUBIC ENERZONE” 
in Fujiyama extra bold 
font with the word 
“Corporation” below it, 
also in Fujiyama font, and 
a representation of the 
letter “S” taking the shape 
of a flame (the company 
logo) above the words.

Original Certificate of 
Registration was issued on 
August 20, 2007.

The 3rd year Anniversary 
Declaration of  Actual 
Use (DAU) was filed last 
January 6, 2010 with IP 
Office.

Subic Enerzone 
Corporation 
(wordmark) (Class 
No. 39)

Subic Enerzone 
Corporation

July 6, 2006 4-2006-007304

June 4, 2007

Trademark Application 
for Subic Enerzone 
Corporation (wordmark)

Original Certificate of 
Registration was issued on 
June 4, 2007.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed last July 6,
2009 with IP Office.

RP Energy and
Device
(Class No. 39)

RP Energy and 
Device (Class 

No. 39)

July 6, 2006 4-2008-009737

April 13, 2009

A representation of 2 
mountains, colored blue 
and red, with the sun over 
them, and the words “RP 
Energy” and “Redondo 
Peninsula Energy 
Incorporated” below it.

Original Certificate of 
Registration was issued on 
April 13, 2009.

Aboitiz Energy 
Solutions, & Device 
(Class No. 42)

Aboitiz Energy 
Solutions, Inc.

January 25,
2007

4-2007-000784

September 03, 
2007

Application for trademark 
ABOITIZ ENERGY 
SOLUTIONS and Device.

Original Certificate of 
Registration was issued on 
September 03, 2007.

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the 
IP Office last February 4,
2010.
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An amended Joint Resolution No. 2 was issued by DOE, ERC and PEMC last December 27, 2013 adjusting the WESM 
Offer Price Cap.  In this resolution, the Offer Price Ceiling of P62,000 per MWh as set by the WESM Tripartite Committee 
was reduced to P32,000 per MWh.  This price cap is provisional in nature and shall be subject to public consultations 
and review by the WESM Tripartite Committee.

Open Access and Retail Competition

The EPIRA provides for a system of Open Access to transmission and distribution wires, whereby Transco, its 
concessionaire, the NGCP, and any distribution utility may not refuse the use of their wires by qualified persons, subject 
to the payment of transmission and distribution retail wheeling charges.  Conditions for the commencement of Open 
Access are as follows:

(a) Establishment of the WESM;

(b) Approval of unbundled transmission and distribution wheeling charges; 

(c) Initial implementation of the cross subsidy removal scheme;

(d) Privatization of at least 70% of the total capacity of generating assets of NPC in Luzon and Visayas; and

(e) Transfer of the management and control of at least 70% of the total energy output of power plants under 
contract with NPC to the IPPAs.

As provided in the EPIRA, Open Access shall be implemented in phases.  The WESM began operations in Luzon in June 
2006 and in Visayas in December 2010.

In 2011, the ERC motu proprio initiated proceedings to determine whether Open Access may already be declared in 
Luzon and Visayas.  Following various public hearings, the ERC declared December 26, 2011 as the Open Access Date 
when full operations of the competitive retail electricity market in Luzon and Visayas shall commence.  All electricity end-
users with an average monthly peak demand of one MW for the 12 months preceding December 26, 2011, as certified 
by the ERC to be contestable customers, were given the right to choose their own electricity suppliers.  However, on 
October 24, 2011, upon the request of MERALCO, Private Electric Power Operators Association (PEPOA) and Philippine 
Rural Electric Cooperatives Association, Inc. (PHILRECA) for re-evaluation of the feasibility of the December 26, 2011 
Open Access Date, the ERC declared the deferment of the implementation of Open Access in Luzon and Visayas by 
reason of the inadequacy of rules, systems, preparations and infrastructure required therefor.

In 2012, the ERC, together with the DOE and PEMC, worked on the development of the Transitory Rules to govern the 
initial implementation of Open Access, which rules were finalized and issued by the ERC in December 2012.  Under the 
said rules, the ERC declared December 26, 2012 as the Open Access Date, while the period from December 26, 2012 
to June 25, 2013 was declared as the Transition Period during which the required systems, processes and information 
technology structure relating to Open Access will be developed and finalized, and registration of retail electricity 
suppliers and contestable customers into the WESM database will be instituted.  The period from June 26, 2013 to 
December 25, 2013 will cover the initial commercial operation of Open Access.  From December 26, 2013 onwards, 
full retail competition will be implemented, with PEMC assigned to perform the functions of the Central Registration 
Body tasked to undertake the development and management of the required systems, processes and information 
technology structure and the settlement of transactions in the WESM relating to Open Access.

In Mindanao, a truly competitive environment required by Open Access is not expected in the near future because the 
largest generating asset owned by NPC in Mindanao has yet to be privatized.  In December 2013, however, the Interim 
Mindanao Electricity Market commenced operations to address the supply shortfall in the grid through the utilization 
of available resources such that all registered generating facilities are mandated to fully account their capacities in the 
market.

In December 2013, ERC issued revised licensing regulation for RES operating in the retail supply segment.  In the ERC 
revised rules, no Retail Electricity Suppliers (RES) licenses will be issued to generating companies, IPPA and Affiliates 
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of distribution utilities during a transition period or until the ERC deems appropriate in consideration of market 
conditions.  Additional restrictions were provided such as (1) including the contracted capacity of the RES in the grid 
limitations imposed on the total capacity controlled by its Affiliate generation companies; (2) limiting the supply by a 
RES to its Affiliate end-users to up to 50% of the RES’ capacity; and (3) limiting the supply by a generation company to 
its Affiliate RES to up to 50% of the generation requirements of such RES.  The Retail Electricity Suppliers Association of 
the Philippines, Inc. (RESA) has filed in the Regional Trial Court of Pasig City a petition for declatory relief with an urgent 
application for an injunction on the ground that the revised rules are unconstitutional and invalid.

Unbundling of Rates and Removal of Subsidies

The EPIRA mandated the unbundling of distribution and wheeling charges from retail rates with such unbundled rates 
reflecting the respective costs of providing each service.  It also mandated the removal of cross subsidies other than the 
lifeline rate for marginalized end-users which shall subsist for a period of 20 years, unless extended by law.  The lifeline 
rate is a socialized pricing mechanism set by ERC for low-income, captive electricity consumers who cannot afford to 
pay the full cost of electricity.

Implementation of the Performance-based Rate-setting Regulation (PBR)

On December 13, 2006, the ERC issued the Rules for Setting Distribution Wheeling Rates for privately-owned 
distribution utilities entering PBR for the second and later entry points, setting out the manner in which this new PBR 
rate-setting mechanism for distribution-related charges will be implemented.  PBR replaces the Return on Rate Base 
(RORB) mechanism which has historically determined the distribution charges paid by customers.  Under PBR, the 
distribution-related charges that distribution utilities can collect from customers over a four-year regulatory period is 
set by reference to projected revenues which are reviewed and approved by ERC and used by ERC to determine the 
distribution utility’s efficiency factor.  For each year during the regulatory period, the distribution utility’s distribution-
related charges are adjusted upwards or downwards taking into consideration the utility’s efficiency factor as against 
changes in overall consumer prices in the Philippines.

The ERC has also implemented a PIS whereby annual rate adjustments under PBR will take into consideration the ability 
of a distribution utility to meet or exceed service performance targets set by ERC, such as the: (i) average duration of 
power outages, (ii) average time of restoration to customers and (iii) average time to respond to customer calls, with 
utilities being rewarded or penalized depending on their ability to meet these performance targets.

Cotabato Light’s second regulatory period ended on March 31, 2013.  A reset process should have been initiated 18 
months prior to the start of the third regulatory period covering April 1, 2013 to March 31, 2017.  The reset process, 
however, has been delayed due to the issuance of an Issues Paper on the Implementation of PBR for distribution 
utilities under the RDWR by the ERC in 2013.  This paper aims to revisit various matters relating to the reset process.  
The ERC has solicited comments from industry participants and has been holding public consultations on the Issues 
Paper.

In March 2013, VECO and Davao Light filed their respective rate translation application for the fourth regulatory year 
from July 1, 2013 to June 30, 2014.  The ERC set the distribution, supply and metering charges of Davao Light and VECO 
in its Decisions dated June 24, 2013.  In the case of VECO, since its implementation of the rate translation in the third 
regulatory year was delayed by five months, recovery for the under-recovery was included in its MAP recalculation for 
the fourth regulatory year.  A motion for reconsideration was filed by VECO on July 26, 2013 for the ERC to amend its 
rate design to fully achieve the correct Annual Revenue Requirement for the fourth regulatory year.  The said motion 
was decided upon by ERC in an Order dated December 9, 2013 (docketed January 16, 2014) modifying the approved 
rates in the previous Decision.  The under-recoveries arising therefrom may be recovered in the next rate filing under 
the K-factor (correction factor) of the MAP formula.

For SEZ’s and SFELAPCO’s second regulatory year covering October 1, 2012 to September 30, 2013, SEZ was able to 
implement the new rate schedule in January 2013 while SFELAPCO’s implementation began in April 2013.  Consequently, 
the resulting under-recoveries from the lag starting from October 1, 2012 were included by SFELAPCO and SEZC as 
under-recoveries in its rate filings in the third regulatory year.  The said applications are under ERC’s review as of the 
end of 2013.
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Compliance with the Philippine Distribution Code and the Philippine Grid Code

Each of the AboitizPower Distribution Utilities has submitted to ERC a Compliance Monitoring Report based on a self-
assessment of a distribution utility’s compliance with the Philippine Distribution Code.  These Compliance Monitoring 
Reports were accompanied by Compliance Plans which outline the activities and projects to be undertaken by a 
distribution utility to fully comply with the prescribed technical, performance and financial standards of the Philippine 
Distribution Code.

Similarly, APRI, TMI and Hedcor have submitted to the ERC their respective Grid Compliance Monitoring Report based 
on self-assessments of their compliance with all prescribed technical specifications and performance standards of the 
Philippine Grid Code.  Reliable and attainable Compliance Plans accompanied these reports to outline the activities 
and projects that will cause compliance by a generation company with the requirements of the Philippine Grid Code.  

Reduction of Taxes and Royalties on Indigenous Energy Resources

EPIRA mandates the President of the Philippines to reduce the royalties, returns and taxes collected for the exploitation 
of all indigenous sources of energy, including but not limited to, natural gas and geothermal steam, so as to effect parity 
of tax treatment with the existing rates for imported coal, crude oil, bunker fuel and other imported fuels.  Following 
the promulgation of the implementing rules and regulations, Former President Gloria Macapagal-Arroyo enacted 
Executive Order No. 100 to equalize the taxes among fuels used for power generation.

Proposed Amendments to the EPIRA

Since the enactment of the EPIRA, members of Congress have proposed various amendments to the law and its 
implementing rules and regulations.  A summary of the significant proposed amendments are as follows:

(a) Disallowance of the recovery of stranded debts and contract costs by the NPC, PSALM, generation companies 
and distribution utilities;

(b) Modification of the definition of the term “Aggregator,” which is proposed to mean a person or entity without 
legislative franchise which is duly licensed by the ERC to engage in consolidating electric power demands of 
end-users of electricity in a contestable market within a franchise territory of another party for the purpose of 
purchasing and reselling electricity on a group basis;

(c) Imposition of an additional requirement that an Independent Power Producer (IPP) must have an existing 
purchase power contract with NPC or a distribution utility;

(d) Notice to interested parties and public hearing are required for the performance of the following acts:

(i) determination of the captive market by the ERC;

(ii) determination of contestable customers by the ERC;

(iii) determination of the method for computing the price of electricity in the WESM;

(iv) approval of transmission charges, wheeling charges, connection fees and retail rates by the ERC; and

(v) determination of whether the cost of administering and operating the WESM shall be recovered 
by the market operator through a charge imposed on all market members;

(e) Modification of the definition of Subtransmission Assets to apply to all facilities of the same class regardless of 
voltage;

(f) The use of “least cost” instead of “full recovery of prudent and reasonable economic costs” as the standard 
for the computation of retail rates by distribution utilities. “Least Cost” is defined as the efficient and effective 
rate that would be incurred to meet the requirement of the captive market of each distribution utility;
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(g) Electric cooperatives are given access to the missionary electrification fund collected through universal 
charges;

(h) Exclusion of the following items from the rate base charged by Transco and distribution utilities to the public: 
corporate income tax, value of the franchise, value of real or personal property held for possible future 
growth, costs of over-adequate assets and facilities, and amount of all deposits as a condition for rendition 
and continuation of service;

(i) Prohibition of cross-ownership between generation companies and distribution utilities or any of their 
subsidiaries, Affiliates, stockholders, officials or directors, or the officials, directors, or other stockholders of 
such subsidiaries or Affiliates, including the relatives of such stockholders, officials or directors within the 
fourth civil degree of consanguinity;

(j) Prohibition against distribution utilities under bilateral electric power supply contracts from sourcing more 
than 33% of its total electric power supply requirements from a single generation company or from a group of 
generating companies wholly-owned or controlled by the same interests;

(k) Addition of the following exceptions under Section 45 of EPIRA (Cross Ownership, Market Power Abuse 
and Anti-Competitive Behavior): (1) generating companies utilizing or producing power from site-specific 
indigenous and renewable energy source such as hydro, geothermal and wind power and (2) if the breach 
in market share limits is due to the temporary or permanent shutdown or non-operation of other generating 
facilities;

(l) Exemption or deferral of the privatization of some assets of NPC, such as the Unified Leyte (Tongonan) 
Geothermal Complexes, Agus and Polangui Complexes and Angat Dam;

(m) Expansion of the definition of host communities to include all barangays, municipalities and provinces or 
regions which protect and maintain watersheds that are providing water supply to the dam or hydroelectric 
power generating facility;

(n) Imposition of a uniform franchise tax for distribution utilities equivalent to 3% of gross income in lieu of all 
taxes; and

(o) Provision of the following rights to consumers of electricity: (i) right to quality, reliable, safe and regular supply 
of electricity; (ii) right to courteous, prompt and nondiscriminatory service by electric service providers; (iii) 
right to transparent, non-discriminatory and reasonable price of electricity; (iv) right to access information 
on matters affecting electric service; (v) right to prompt and speedy disposition of complaints; (vi) right to 
knowledge and freedom to choose electric service retailer upon implementation of retail competition; and 
(vii) right to organize as a consumer organization.

The Renewable Energy Act of 2008

RA 9513, or the Renewable Energy Act of 2008 (RE Law), was signed into law by Former President Arroyo on December 
16, 2008 and became effective in January 2009.

Among the RE Law’s declared policies is to accelerate and develop the use of the country’s renewable energy (RE) 
resources to (a) reduce the country’s dependence on fossil fuels, thereby minimizing exposure to price fluctuations 
in the international markets, and (b) reduce or prevent harmful emissions and promote a healthy and sustainable 
environment.

The RE Law imposes a government share on existing and new RE development projects at a rate of 1% of gross income 
from sale of renewable energy and other incidental income from generation, transmission and sale of electric power 
except for indigenous geothermal energy which shall be at a rate of 1.50% of gross income. Microscale projects for 
communal purposes and non-commercial operations with capacities not exceeding 100 kW will not be subject to this 
government share.
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The RE Law offers fiscal and non-fiscal incentives to RE developers, including developers of hybrid systems, subject to 
certification by the DOE in consultation with the BOI.  These incentives include income tax holiday for the first seven 
years of commercial operations; duty-free importations of RE machinery, equipment and materials effective within 
ten years upon issuance of certification, provided, said machinery, equipment and materials are directly and actually 
needed and  exclusively used in RE facilities; special realty tax rates on civil works, equipment, machinery and other 
improvements of a registered RE developer not exceeding 1.50% of the net book value; net operating loss carry-over; 
corporate tax rate of 10% after the seventh year; accelerated depreciation; zero-percent value-added tax on sale of fuel 
or power generated from RE sources and other emerging sources using technologies such as fuel cells and hydrogen 
fuels and on purchases of local supply of goods, properties and services needed for the development, construction and 
installation of RE facilities; cash incentives for missionary electrification; tax exemption on the sale of carbon emission 
credits; and tax credit on domestic purchases of capital equipment and services.

All fiscal incentives apply to all RE capacities upon effectivity of the RE Law.  RE producers from intermittent RE resources 
are given the option to pay transmission and wheeling charges on a per kilowatt-hour basis at a cost equivalent to 
the average per kilowatt-hour rate of all other electricity transmitted through the grid.  Qualified and registered RE 
generators with interemittent RE resources shall be considered “must dispatch” based on available energy and shall 
enjoy the benefit of priority dispatch.  Electricity generated from RE resources for the generator’s own consumption 
and/or for free distribution to off-grid areas is exempt from the universal charge.  The RE Law further provides financial 
assistance from government financial institutions for the development, utilization and commercialization of renewable 
energy projects, as may be recommended and endorsed by the DOE.

Pursuant to Department Circular No. DO2009-05-008 dated May 25, 2009 (Rules and Regulations Implementing the 
Renewable Energy Act of 2008), the DOE, the Bureau of Internal Revenue (BIR) and the Department of Finance (DOF) 
shall, within six months from its issuance, formulate the necessary mechanism and/or guidelines to implement the 
entitlement to the general incentives and privileges of qualified RE developers.  However, as of this date, no specific 
guidelines or regulations have been issued by the relevant implementing agencies.  Such being the case, the RE 
companies of AboitizPower, such as APRI, LHC, Hedcor Sibulan, Hedcor Tamugan, SNAP-Magat and SNAP-Benguet, 
filed on August 6, 2010 a request before the BIR Law Division for a ruling on the application of zero-rated value added 
tax on all its local purchases of goods and services needed for the development of RE plant facilities, exploration and 
development of RE sources and their conversion into power.  To date, the said request is still pending with the BIR Law 
Division. 

In Resolution No. 10, Series of 2012, the ERC adopted the following FIT and degression rates for electricity generated 
from biomass, run-of-river hydropower, solar and wind resources:

In early 2014, the ERC issued the guidelines on the collection of the FIT allowance (FIT-All) and the disbursement of the 
FIT-All Fund by Transco.  The FIT-All shall be a uniform charge to be collected for the guaranteed payment of the FIT for 
electricity generator from emerging renewable energy technologies and actually delivered to the transmission and/or 
distribution network by RE developers.

Similarly, in 2013, the ERC had issued the rules enabling the net metering program for RE.  The rules, among others, 
seek to encourage end-users to participate in RE generation by requiring distribution utilities, upon the request of a 
distribution end-user with an installed RE system, to enter into a net metering agreement with such end-user, subject 
to technical considerations and without discrimination.

FIT Rate (PhP/kWh) Degression Rate

Wind 8.53 0.5% after year 2 from effectivity of FIT

Biomass 6.63 0.5% after year 2 from effectivity of FIT

Solar 9.68 6% after year 1 from effectivity of FIT

Hydro 5.90 0.5% after year 2 from effectivity of FIT
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The National Renewable Energy Board (NREB) is presently in the process of preparing the Renewable Portfolio Standards 
which, under the RE Law, shall be a market-based policy requiring electricity suppliers to source an agreed portion of 
their energy supply from eligible RE resources.  It is likewise in the process of drafting rules enabling the net metering 
program for RE, which shall govern distributed generation and providing for the criteria of eligibility of RE developers 
to the FIT.

New ERC Regulation on Systems Loss Cap Reduction

Under ERC Resolution No. 17, Series of 2008, the actual recoverable systems losses of distribution utilities was reduced 
from 9.50% to 8.50%.  The new system loss cap was implemented in January 2010.

Under the new regulation, actual company use of electricity shall be treated as an expense of the distribution utilities, 
particularly, as an O&M expense in the PBR applications.

In December 2009, VECO and Cotabato Light filed separate petitions in the ERC for the deferment of the implementation 
of the new systems loss cap of 8.50%, citing circumstances peculiar to their respective franchise and beyond the control 
of VECO and Cotabato Light that affect the system loss incidence in their areas.  Although these petitions remain 
pending before the ERC, unaccounted systems losses of VECO and Cotabato Light in 2013 stood at 7.79% and 8.32%, 
respectively.

Proposed Power Supply Agreement (PSA) Rules

ERC introduced the draft “Rules Governing the Execution, Review and Evaluation of Power Supply Agreements Entered 
into by Distribution Utilities for the Supply of Electricity to their Captive Market” in October 2013.  In the proposed 
rules, a distribution utilities is required to undertake a competitive selection process before contracting for supply 
of electricity to its captive market and ERC shall establish a benchmark rate that shall serve as reference price to 
assess the price that a generation company may offer.  The draft rules also provide that the ERC’s decision on a power 
supply agreement shall be binding on the parties and any termination or “walk-away” clause shall not be allowed.  
AboitizPower submitted its position paper to the ERC stating that the proposed rules will violate the equal protection 
clause of the 1987 Philippine Constitution and the mandate and intent of the EPIRA in connection with the ERC’s 
regulatory power.  As of date, the proposed rules are still the subject of public consultations by the ERC.

Pricing and Cost Recovery Mechanism (PCRM)

Reserves are forms of ancillary services that are essential to the management of power system security.  The provision 
of reserves facilitates the orderly trading, and ensures the quality, of electricity.

As provided in the WESM Rules, when reasonably feasible, the Market Operator, in coordination with the System 
Operator, shall establish and administer a spot market for the purchase of certain reserve categories.  The reserve 
categories that shall be traded in the WESM are regulating, contingency and dispatchable reserves as well as interruptible 
loads in lieu of reserves.

The WESM Reserve PCRM is intended to supplement the WESM Price Determination Methodology for purposes of 
providing the details of formula and procedures by which reserve trading amounts and reserve cost recovery charges 
for the categories of reserve that will be traded in the WESM are calculated.  Once approved by the ERC, this Reserve 
PCRM will apply to all reserve categories traded in the WESM and will supersede, to this extent, the Ancillary Services 
Cost Recovery Mechanism of the National Transmission Corporation.

The Reserve PCRM covers the determination of (a) reserve trading amounts of reserve providers; (b) determination of 
reserve cost recovery charges; and (c) administered reserve prices and reserve cost recovery charges.  As of date, the 
Reserve PCRM is the subject of an application by the Market Operator, which is pending the approval of the ERC.



Annual Report 2013 83

SEC FORM 20 - IS (INFORMATION STATEMENT)

(xi) Estimate of Amount Spent for Research and Development Activities

AboitizPower and its Subsidiaries do not allocate specific amounts or fixed percentages for research and development.  
All research and developmental activities are done by AboitizPower’s Subsidiaries and Affiliates on a per project basis.   
The allocation for such activities may vary depending on the nature of the project.

(xii) Costs and Effect of Compliance with Environmental Laws

AboitizPower’s generation and distribution operations are subject to extensive, evolving and increasingly stringent 
safety, health and environmental laws and regulations.  These laws and regulations, such as the Clean Air Act (RA 8749), 
address concerns relating to, among other things, air emissions; wastewater discharges, the generation, handling, 
storage, transportation, treatment and disposal of toxic or hazardous chemicals, materials and waste; workplace 
condition; and employee’s exposure to hazardous substances. Standard laws and regulations that govern business 
operations include the Ecological Solid Waste Management Act (RA 9003), Clean Water Act (RA 9275), Toxic Chemical 
Substances and Hazardous Waste Act (RA 6969) and Philippine Environmental Impact Statement System (PD 1586).  The 
Renewable Energy Act of 2008 (RA 9513) adds new and evolving measures that must be complied with.  The law ushers 
new opportunities for the Company and sets competitive challenges.  Regulations such as Energy Regulation 1-94 gets 
the companies to allocate funds for the benefit of host communities.  Compliance is not only for the protection of the 
natural environment but also of the communities that inhabit the landscape.

Each of AboitizPower Generation Companies and Distribution Utilities has incurred, and expects to continue to incur, 
operating costs and capital expenditures to comply with safety, health and environmental laws and regulations.  An 
example is AboitizPower’s hydropower companies allocating a budget for watershed management system in the 
watersheds where their projects are located.  Designated pollution control officers in the different business units 
closely monitor compliance to the requirements of the above laws.

In 2012, AboitizPower and its Subsidiaries and Affiliates did not incur any major sanctions for violation of environmental 
standards and law.  Investments for occupational health and safety measures paid off for some companies who have 
gained recognition for operating without accidents.

In 2012, AboitizPower companies Hedcor Sibulan, Hedcor (hydro) and APRI (geothermal) were accorded the DENR’s 
Environmental Partnership Program for superior environmental performance.  This recognition is given to companies 
who show evidence of “going beyond simple compliance, and being driven by competitiveness, image and supply 
chain requirements to improve their performance”.  SNAP-Benguet (Binga Plant) was awarded the ERC’s Compliance 
Certificate for its compliance to energy laws, orders and regulations; while the SNAP-Benguet (Ambuklao Plant) was 
awarded Silver Prize in the Best Power Plant Upgrade category by the Asian Power Awards.  Each of SNAP-Benguet 
and SNAP-Magat sustained its ISO 14001 certification.  CPPC received various awards and recognition for excellent 
environmental performance, particularly with respect to air and water quality.

AboitizPower continues to be cognizant of new opportunities to comply with regulatory requirements and improvement 
of systems to prevent adverse impacts to the environment or affected ecosystems.

(xiii) Employees

On the parent company level, AboitizPower has a total of 205 employees as of March 31, 2014 composed of executive, 
supervisory, and rank and file staff.  There is no existing collective bargaining agreement covering AboitizPower 
employees.

As of March 31, 2014, the Company, VECO, SNAP-Benguet, SNAP-Magat, EAUC and MORE employed a total of 928 
employees.
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The following table provides a breakdown of total employee headcount on a per company basis, according to employees’ 
function, as of March 31, 2014:

The Company does not anticipate any increase in manpower within the next 12 months unless new development 
projects and acquisitions would materially require an increase.

On October 28, 2010, the Visayan Electric Company Employees Union-ALU-TUCP (the Union) filed a Notice of Strike 
against VECO on grounds of unfair labor practice for alleged illegal dismissal of the union president and officers and 
alleged failure to observe the grievance procedure in the CBA. The Secretary of Labor assumed jurisdiction over the 
strike and remanded the illegal dismissal case of the union president to the National Labor Relations Commission 
(NLRC) for compulsory arbitration.

On June 30, 2011, the NLRC dismissed the charge of unfair labor practice against VECO for lack of merit, and declared 
legal the dismissal from employment of the union president. The Union moved to reconsider the adverse decision of 
the NLRC, but the motion was denied. Consequently, on October 18, 2011, the Union filed a petition for certiorari which 
was dismissed by the Court of Appeals (CA) for being filed out of time. On March 14, 2013, the Union filed a petition 
for certiorari before the Supreme Court questioning the decision of the CA. 

Business Unit

Number of Employees
Unionized 
Employee

Expiry of 
Collective 
Bargaining 
Agreement 

(CBA)
Total Executives Managers Supervisors Rank & 

File Contractual

AboitizPower 205 45 40 26 91 3 0 N/A

AESI 2 0 0 0 2 0 0 N/A

BEZ 5 0 0 1 4 0 0 N/A

MEZ 8 1 0 1 5 1 0 N/A

ARI 0 0 0 0 0 0 0 N/A

APRI 271 8 18 46 199 0 61 May 2, 2017

CPPC 108 0 2 12 33 61 0 N/A

EAUC 99 1 3 14 27 54 0 N/A

LHC 32 0 2 7 23 0 0 N/A

MORE 79 12 14 18 31 4 0 N/A

SEZ 39 2 4 4 27 2 0 N/A

SN Aboitiz Power 
Generation, Inc.

15 0 3 1 5 6 0 N/A

SNAP-Magat 44 1 3 16 21 3 0 N/A

SNAP-Benguet 64 1 4 25 30 4 0 N/A

STEAG Power 197 3 17 41 136 0 0 N/A

WMPC 90 0 7 19 62 2 0 N/A

SPPC 66 0 4 14 46 2 0 N/A

Cotabato Light 60 1 2 15 39 3 39
June 30, 

2014

Davao Light 358 12 25 68 245 8 142
June 16, 

2016

Hedcor, Inc. 395 13 16 49 198 119 142
Sept. 19, 

2017

VECO 437 7 28 56 333 13 188
December 
31, 2016

SFELAPCO 269 2 14 7 62 184 62
May 11, 

2014

TOTAL NO. OF 
EMPLOYEES

2,843 109 206 440 1,619 469 634
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VECO filed its comments to the petition last July 1, 2013.  The Union was ordered to file its reply pursuant to a resolution 
by the Supreme Court dated September 16, 2013.  Despite the aforementioned Supreme Court resolution, no reply has 
been filed by the Union.  The petition has already been submitted for resolution.

(xiv) Major Risk/s Involved in the Business

An integral part of AboitizPower’s Enterprise Risk Management efforts is to anticipate, understand and address the 
risks that the Company may encounter in the businesses it is involved in.  Certain risks, however, are inherent to specific 
industries that are not within the direct control of AboitizPower or its investee companies.  Of note are the following 
risks:

Reputation Risk

AboitizPower recognizes that its reputation is its single most valuable asset.  It is a competitive advantage that enables 
the Company to earn the trust of its stakeholders.  The Company is cognizant of the fact that the reputation it has 
today took generations to firm up, and it is therefore something that the Company wants to protect, build and enhance 
continuously.

Amid heightened stakeholder expectations and vigilance, regulators and legislators are under pressure to be more 
protective of the interests of consumers.  This has created a new environment where compliance to higher corporate 
governance standards and corporate reputation has become a differentiating asset as well as the number one risk.

Managing AboitizPower’s reputation requires understanding of its reputational terrain, which has now expanded from 
the usual general public to its very own team members, partners, shareholders, lenders, communities in which it 
operates, non-governmental organizations, the regulators, advocacy groups and those in traditional media and social 
media.

The views of its stakeholders and their perception of the image that the Company communicates over time determine 
the employer brand, societal and regulatory brand, customer brand and shareholder brand.

At AboitizPower, managing reputational risk, which could be the effect of an occurrence of another risk, is done thru:

• Building the organization’s capability through a formalized governance structure and an intelligence process
• Implementing anticipatory issues management
• Development and implementation of a groupwide social media policy and strategy
• Development of brand champions and brand advocates through effective corporate communication and 

branding programs
• Ensuring brand integrity by establishing reputation metrics, aiming to close the gap between how the Company 

projects itself and how others perceive the Company
• Integrating sustainable practices across the value chain and ensuring that long-term decisions balance the 

interest of people, planet and profit.

Competition Risk

AboitizPower will be facing pivotal changes in the power industry in the next few years.  Investments in Greenfield 
projects by competitors are starting to pour in, with new players coming into the game.  The power industry is now 
moving into a situation where there will be adequate or even, as some fear, an oversupply of electricity across all grids.

The Company’s strength lies in its diversified portfolio of generation assets.  Over the next several years, AboitizPower 
looks to expand its portfolio of generation assets by implementing the various Greenfield and Brownfield projects.

AboitizPower continues to closely evaluate the investment viability of the remaining power generation assets that 
PSALM intends to auction off.  The Company is also keen on participating in PSALM’s public auction for IPP administrator 
contracts, which involves the transfer of the management and control of the total energy output of power plants under 
contract with the NPC to IPPAs.
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Open Access and Retail Competition

Over 70% of NPC’s generating assets and IPP contracts have been privatized.  The WESM is now operational in Luzon 
and Visayas, and an Interim Mindanao Electricity Market has been established in 2013. 

Under Open Access, eligible contestable customers - defined as end-users with a monthly average peak demand of at 
least one MW in the preceding 12 months - will have the option to source their electricity from eligible suppliers that 
have secured a RES license from the ERC.

Open Access will give end users the power of choice and will remain a crucial ingredient to the Company’s growth 
plans.  The Company is fully aware of the effect of Open Access on its protected franchises but it is in these challenges 
where AboitizPower sharpen its competitive edge and bank on its grasp of the industry to offer better power solutions 
that will differentiate it from its competitors.

AboitizPower has two wholly-owned Subsidiaries, AESI and AdventEnergy, that are licensed RES.  These Subsidiaries 
can enter into contracts with eligible contestable customers.  Moreover, AboitizPower’s generation assets that have 
uncontracted capacities will be able to have direct access to these customers through AboitizPower’s licensed RES.

Trading Risks

Power spot prices are subject to significant volatility from supply and demand changes.  Both long-term and short-term 
power prices may also fluctuate substantially due to factors outside of AboitizPower’s control.  These factors include 
forced outages, transmission constraints, disruptions in the delivery chain, weather conditions and changes in fuel 
price.  These have caused and are expected to cause fluctuation or instability in the operating results of the generation 
companies, particularly those that sell substantial portions of the electricity they generate to the WESM.

AboitizPower plans to manage these risks by having a balanced portfolio of contracted and spot capacity. In particular, 
it intends to contract a majority of its base load and diesel capacity under price-stable bilateral contracts and offer most 
of its hydroelectric capacity for peaking and ancillary services.

Regulatory Risk

AboitizPower’s generation and distribution businesses are subject to constantly evolving regulations. Regulators are 
tightening their scrutiny, and the public has become more vigilant and involved in the power debate.

To respond proactively to potential fundamental changes that can impact its businesses, AboitizPower’s regulatory team 
works very closely with its Generation and Distribution Companies and maintains open lines of communication with 
regulatory agencies.  The regulatory team actively participates in consultative processes that lead to the development 
of new rules and policies covering the power industry.

The Company’s regulatory team has also developed a strategy anchored on long-term views of expected or anticipated 
changes in the regulatory field.  Its approach integrates understanding how regulations will affect its businesses, and 
planning and preparing for expected changes in regulation, rather than waiting for regulations to be imposed.

Business Interruption due to Natural Calamities and Critical Equipment Breakdown

Loss of critical functions and equipment caused by natural calamities such as earthquakes, typhoons and floods could 
result in a significant interruption of the Company’s businesses.  Interruption may also be caused by other factors 
such as major equipment failure, fires and explosions, hazardous waste spills, workplace fatalities, terrorism and other 
serious risks.

An Asset Management Program is currently being implemented by the Generation Group, with regular preventive 
maintenance of the Company’s facilities being strictly observed and loss prevention controls being continually evaluated 
and strengthened. 
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Business interruption insurance has also been procured to cover the potential loss in gross profits in the event of a 
major damage to AboitizPower’s critical facilities and assets.

In addition, to ensure the continuity of operations in the event of a business interruption, AboitizPower have completed 
the development of Business Continuity Plans in 2013.  The recent experience with Typhoon Yolanda and the Bohol 
Earthquake gave some valuable lessons on how AboitizPower can further enhance its business continuity plan, response 
and capabilities.  These enhancements will be implemented in 2014.

Financial Risks

In the course of the Company’s operations, it is exposed to financial risks.  These are: (a) interest rate risks resulting 
from movements in interest rates that may have an impact on outstanding long-term debt; (b) credit risk involving 
possible exposure to counter-party default on its cash and cash equivalents, Available-For-Sale investments and trade 
and other receivables; (c) liquidity risk in terms of the proper matching of the type of financing required for specific 
investments; and (d) foreign exchange (forex) risk in terms of forex fluctuations that may significantly affect its foreign 
currency-denominated placements and borrowings.

Fuel Supply Risk

AboitizPower has several thermal plants – TLI that uses coal, and CPPC, EAUC, TMI and TMO that use Bunker-C fuel.  
These fuel types are subject to significant fluctuation in fuel prices and supply issues.

On the supply side, AboitizPower’s business units using bunker C fuel, namely, CPPC, EAUC, TMI and TMO, enter into 
and renew their medium-term supply contracts with the biggest oil companies in the country who have consistently 
delivered on their contractual commitments.  At the same time, the group continuously scans the supply spectrum for 
better opportunities.

Likewise, TLI has long term coal supply agreements with different suppliers of performance and blending coal, and it 
continuously evaluates other coals to establish more sources in order to ensure stability of supply.

Project Risks

In 2013, AboitizPower has completed the rehabilitation efforts on the facilities in Tiwi, MakBan and Binga as well as 
of its four Navotas power barges. The Company has made significant progress on its Greenfield coal plant projects in 
Davao and its small hydro projects, Tudaya 1 and 2 in Sibulan.  In the same year, AboitizPower also broke ground on its 
Sabangan small hydro project in Mt. Province.  

Between 2014 and 2018, AboitizPower lined up several Greenfield and Brownfield projects across the country that 
will yield potential capacity opportunities of over 2,000 MW.  The year 2014 will clearly be a point of inflection from 
rehabilitation to construction of Greenfield projects to execution.  This is a big shift that comes with a whole new set of 
risks that the Company needs to pay attention to and manage.

To ensure the success of these projects, AboitizPower is partnering with contractors and suppliers of established 
reputation.  As the Company deals with uncertain events and conditions that may have either positive or negative 
effects on its project objectives, it began implementing a Project Risk Management program and framework in 2012. 

Implementing Project Risk Management increases the likelihood of success of these Greenfield projects, especially in 
achieving cost, time and performance objectives. 

This includes identifying, assessing and managing risks at various stages of the project lifecycle – pre-development, 
development and during execution.  A regular review of the project risk management plans is also being performed to 
monitor implementation of risk control measures.
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Item 2. Properties

The Company’s head office is located at the 32nd Street Bonifacio Global City, Taguig City, Metro Manila, Philippines.  

On a consolidated basis, in 2013, AboitizPower’s Property, Plant and Equipment were valued at around P106.75 bn as 
compared to P85.15 bn for 2012.  The breakdown of the Company’s Property, Plant and Equipment as of December 31, 
2013 and December 31, 2012 is as follows:

Locations of Principal Properties and Equipment of the Company’s Subsidiaries are as follows:

Property, Plant and Equipment 2013 2012

Land P1,079,468 P854,556

Buildings, Warehouses and Improvements 3,239,327 2,628,001

Powerplant, Equipment and Steamfield Assets 84,148,750 75,733,614

Transmission, Distribution and Substation Equipment 10,886,448 5,879,842

Transportation Equipment 903,676 622,169

Office Furniture, Fixtures and Equipment 342,447 326,682

Leasehold Improvements 621,144 448,001

Electrical Equipment 2,433,283 1,934,437

Meter and Laboratory Equipment 1,076,246 540,541

Tools and Others 533,276 399,368

Construction in Progress 20,662,391 11,585,972

Less: Accumulated Depreciation and Amortization 19,171,705 15,807,885

TOTAL P106,754,751 P85,145,298

Note: Values for the above table are in thousand Philippine Pesos.

SUBSIDIARY DESCRIPTION LOCATION/ADDRESS CONDITION

Cotabato Light Industrial land, buildings/
plants, equipment and machineries

Sinsuat Avenue, Cotabato City In use for operations

Davao Light Industrial land, buildings/
plants, equipment and  machineries

P. Reyes Street, Davao City and
Bajada, Davao City

In use for operations

Hedcor Hydropower plants Kivas, Banengneng, Benguet; Beckel, La 
Trinidad, Benguet; Bineng, La Trinidad, 
Benguet; Sal-angan, Ampucao, Itogon, 
Benguet; and Bakun, Benguet

In use for operations

Hedcor Sibulan Hydropower plant Santa Cruz, Sibulan, Davao del Sur In use for operations

CPPC Bunker C thermal power plant Cebu City, Cebu In use for operations

APRI Geothermal power plants Tiwi, Albay; Caluan, Laguna; and
Sto. Tomas, Batangas
Nasipit, Agusan del Norte and Barangay 
San Roque, Maco, Compostela Valley

In use for operations

TMI Barge-mounted diesel power plants Nasipit, Agusan del Norte and Barangay 
San Roque, Maco, Compostela Valley

In use for operations

TMO Barge-mounted diesel power plants Navotas Fishport, Manila Under rehabilitation

TSI Land Davao City and Davao del Sur For plant site

TVI Land Bato, Toledo, Cebu For plant site
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Item 3.  Legal Proceedings

Material Pending Legal Proceedings

VECO Redundancy Program

Jeanu A. Du, et. al vs. VECO (Aguinaldo Agramon et.al.)
NLRC RAB VII Case No. 04-0956-06
NLRC RAB VII Case No. 05-1014-06
NLRC RAB VII Case No. 05-1070-06
NLRC RAB VII Case No. 05-1099-06
NLRC RAB VII Case No. 05-1146-06
NLRC RAB VII Case No. 05-1193-06
NLRC RAB VII Case No. 06-1253-06
NLRC RAB VII Case No. 06-1300-06
NLRC RAB VII Case No. 06-1404-06
NLRC RAB VII Case No. 08-1708-06

CA GR SP No. 03379
Court of Appeals, 19th Division
June 15, 2006
SC GR No. 203410
Supreme Court 

VECO is involved in cases for illegal dismissal and/or non-payment of retirement benefits filed by approximately 120 
former VECO employees claiming back wages, damages and reinstatement.  These employees previously accepted 
VECO’s redundancy program, a program initiated in 2004 and explained and discussed at length with VECO’s labor 
union and entire work force at that time. 

After receiving their separation benefits under the redundancy program, these employees questioned their separation 
from VECO and filed illegal dismissal cases.  All these cases were decided in favor of VECO at the labor arbiter and Court 
of Appeals (CA) levels.  One of the cases, Alejo C. Pol, et. al vs. VECO, reached the Supreme Court and was decided in favor 
of VECO, with the Supreme Court declaring the redundancy program as a valid exercise of management prerogative.

On November 26, 2012, the Supreme Court issued a resolution on the remaining case questioning the redundancy 
program, Jeanu A. Du, et. al. vs. VECO.  In the said resolution, the Supreme Court ruled in favor of VECO and declared 
that the redundancy program was a valid exercise of management prerogative.  The Judgment was entered on October 
16, 2013.

VECO vs. Roy Salubre, et. al.
Civil Case No. CEB-36172
RTC Branch 16, Cebu City
CA-GR CEB Sp. No. 05752
Court of Appeals
SC GR No. 210517
Supreme Court

This case was filed by VECO against the Province of Cebu to question the legality of the assessment of delinquency in 
the payment of real property taxes on VECO’s electric posts and transformers located in Consolacion, Cebu.  

It is VECO’s position that its electric poles and transformers are exempt from real property taxes on the ground that 
these are not real properties.  VECO also maintains that it is exempt from paying real property tax on electric posts and 
transformers by virtue of its legislative franchise (RA 9339).  VECO’s position was upheld by the Regional Trial Court 
(RTC).  The Province of Cebu contested the decision of the lower court and elevated the case to the CA.  On June 19, 
2013, the CA dismissed the appeal of the Province of Cebu on the ground that appeal was the wrong mode to assail 
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the decision of the lower court. The Province of Cebu filed a Motion for Reconsideration.  The CA denied the Motion 
of Reconsideration, saying that the Province of Cebu “did not raise any new or substantial reason that would merit 
upturning of our findings in the assailed Decision.”

The Province of Cebu filed on January 15, 2014 a Petition for Certiorari before the Supreme Court to contest the 
decision of the CA.

In The Matter of the Assessed Real Property Tax On Electric Posts And Transformers
Located Within Talisay City
Local Board of Assessment Appeals- Talisay City
December 30, 2003

On October 29, 2003, the Local Board of Assessment Appeals (LBAA) of Talisay City, Cebu issued a Notice of Assessment 
and Tax Bill (for Tax Declaration Nos. 68006 to 68065) against VECO for P10.50 mn of real property tax on VECO’s 
electrical posts and transformers.  The assessment was increased to P16.90 mn in 2004.  On November 17, 2005, the 
assessment was further increased to P17.50 mn.  In 2003, VECO paid under protest the amount of P2 mn.  This matter 
is currently pending before the LBAA of Talisay City.

VECO filed on May 10, 2007 a letter-request for legal opinion/confirmation before the Bureau of Local Government 
Finance, Department of Finance (BLGF-DOF) as regards the exemption from real property tax of VECO’s electrical poles 
pursuant to VECO’s legislative franchise.  This request is also pending for resolution.

In The Matter Of The Assessed Real Property Tax On Electric Posts And Transformers
Located Within The Municipalities Of Minglanilla, Consolacion and Lilo-an, Province of Cebu
Local Board of Assessment Appeals- Province of Cebu
September 23, 2008

On July 25, 2008, the Provincial Assessor of Cebu issued a Notice of Assessment for the electric poles and transformers 
owned by VECO located in the Municipalities of Minglanilla, Consolacion and Lilo-an.  The Provincial Assessor, motu 
proprio, declared for tax purposes for the first time the said properties under Tax Declaration Nos. 39178 to 39193 (for 
Minglanilla), 39135 to 39166 (for Consolacion) and 54445 to 54458 (for Liloan).  On August 27, 2008, VECO received 
a letter from the Provincial Treasurer demanding payment of approximately P32 mn as real property tax due on the 
supposed real properties computed from year 1992 up to 2008, including penalties, to the three municipalities.

On September 23, 2008, VECO filed a Notice of Appeal and Memorandum of Appeal before the LBAA of the Province 
of Cebu questioning the demand letter and refuting the assessment on the following grounds: (i) VECO is exempt from 
paying real property tax on poles, wires and transformers by virtue of its legislative franchise (RA 9339); (ii) poles and 
transformers are not real properties; (iii) the valuation is erroneous and excessive; (iv) it includes assessments which 
have already prescribed; (v) the municipalities did not give VECO the opportunity to present controverting evidence; 
(vi) it did not consider depreciation cost of the assets; (vii) the assessment violates due process for it did not comply 
with Section 223 of the Local Government Code of 1991 (LGC); (viii) the Provincial Assessor erred in giving retroactive 
effect to the assessment in violation of Section 221 of the LGC; and (ix) the assessments are null and void for lack of 
ordinance on the schedule of market values and lack of publication of the same.

To date, the said appeal is still pending resolution.

Luzon Hydro Corporation vs. The Province Of Benguet,
The Provincial Treasurer Of Benguet And Hon. Imelda I. Macanes
In Her Capacity As Provincial Treasurer Of La Trinidad, Province Of Benguet
Civil Case No. 08-CV-2414
RTC Branch 10, La Trinidad, Benguet
March 7, 2008

On October 11, 2007, the Provincial Treasurer of Benguet issued a franchise tax assessment against LHC, requiring LHC 
to pay franchise tax for the years 2002 to 2007 in the approximate amount of P40.40 mn, inclusive of surcharges and 
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penalties. LHC filed a protest letter with the Provincial Treasurer in December 2007 on the ground that LHC is not a 
grantee of any legislative franchise on which basis franchise taxes may be imposed.  On February 8, 2008, the Provincial 
Treasurer, through the Provincial Legal Officer, denied LHC’s protest.  On March 7, 2008, LHC filed before the RTC of 
Benguet a petition against the Provincial Treasurer of Benguet for the annulment of the franchise tax assessment.

LHC filed its Memorandum on January 10, 2012, while the Province of Benguet filed its Memorandum on January 17, 
2012.  On August 20, 2012, LHC submitted a Supplemental Memorandum.  The case is deemed submitted for decision.

Hedcor Inc. vs. The Province of Benguet, The Provincial Treasurer of Benguet and Hon. Imelda I. Macanes in her
Capacity as Provincial Treasurer
Civil Case No. 08- CV-2398
RTC Br. 63, La Trinidad, Benguet
January 4, 2008

On October 22, 2007, Hedcor received a franchise tax assessment from the Provincial Treasurer of the Province of 
Benguet requiring Hedcor to pay the alleged unpaid franchise taxes of HEDC and Cleanergy (formerly, Northern Mini 
Hydro Corporation) in the approximate amount of P30.9 mn, inclusive of surcharges and penalties, for the fourth 
quarter of 1995 up to 2007.  Hedcor filed a protest letter on the basis that HEDC and Cleanergy are not required to pay 
franchise taxes.  Hedcor’s protest was denied by the Provincial Treasurer in a letter dated November 27, 2007.

Pursuant to Section 195 of the LGC, Hedcor filed a petition on January 4, 2008 against the Provincial Treasurer before 
the RTC to annul the assessment of the franchise tax.  On February 18, 2008, the Province of Benguet filed its answer to 
the petition, insisting on the liability of Hedcor and relying on the Articles of Incorporation of Hedcor to substantiate its 
allegation that Hedcor possesses both primary and secondary franchises.  Hedcor is of the opinion that it is not liable 
for franchise tax since it does not need a national franchise to operate its business pursuant to Section 6 of the EPIRA.  
Moreover, Hedcor argues that it is a separate and distinct legal entity from HEDC and Cleanergy, and as such, it cannot 
be made liable for whatever obligation, if any, as may pertain to HEDC and/or Cleanergy.

On June 13, 2012, RTC Benguet rendered a decision adverse to Hedcor.  On July 16, 2012, Hedcor filed a Motion for 
Partial Reconsideration as well as a Supplement to the Motion for Reconsideration on July 19, 2012.  At the hearing 
on the said motions on August 17, 2012, Hedcor presented its arguments.  The Province of Benguet failed to file any 
comment or opposition to the Motion or its supplement.  The motions are pending resolution by the court.

The RTC of Benguet decided the case in favor of Hedcor.  However, the Province of Benguet filed a Petition for Review 
with the Court of Tax Appeals (CTA). 

On November 7, 2013, Hedcor filed its Memorandum citing the recent decisions of the CTA in the cases of Ormat Leyte 
Company Ltd. vs. Province of Leyte and Energy Development Corporation vs. Sorsogon City, which stated that the 
business of generation and supply of power does not require generation companies to secure national franchises, and 
therefore, they are not liable for franchise taxes.

On November 21, 2013, the CTA issued a resolution acknowledging receipt of Hedcor’s Memorandum as well as that of 
the Province of Benguet.  The case is deemed submitted for decision.

Hedcor Inc. vs. The Province of Benguet, The Provincial Treasurer of Benguet and Hon. Imelda I. Macanes in her
Capacity as Provincial Treasurer
Civil Case No. 08-CV-2416 RTC Br. 63. La Trinidad, Benguet
December 21, 2007

On October 25, 2007, Hedcor received from the Provincial Treasurer of Benguet an assessment in the amount of 
P30.5 mn representing the share of the Province and host municipalities and barangays in the national wealth tax due 
from HEDC and Cleanergy for the years 1997 to 2007.  On December 21, 2007, Hedcor filed its protest letter with the 
Provincial Treasurer of Benguet stating that it is a separate and distinct legal entity from HEDC and Cleanergy.  Hedcor 
only acquired the hydroelectric power plants, which are the subject of the assessed national wealth tax, from HEDC 
and Cleanergy on June 25, 2005. Prior to June 25, 2005, Hedcor did not own any operating hydroelectric power plants.  
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Thus, if Hedcor is indeed liable for any national wealth tax with respect to the operation of the hydroelectric power 
plants, it is liable only for taxes after June 25, 2005.

In addition, Hedcor is of the opinion that the Province of Benguet does not have legal basis to collect national wealth 
tax from private generation companies prior to the effectivity of EPIRA in June 2001.  Since June 2005, Hedcor has been 
contributing the amount equivalent to 3% of its gross revenues to its host municipalities and barangays in compliance 
with the national wealth tax provision contained in Section 291 of the LGC. 

In order to amicably settle the case, Hedcor entered into a memorandum of agreement (MOA) with HEDC, Cleanergy 
and the Province of Benguet on April 20, 2012.  The MOA was, thereafter, submitted to the RTC along with a Joint 
Motion to Dismiss.

On April 16, 2013, Hedcor received the Judgment on Compromise based on the MOA issued by Judge Humiding of La 
Trinidad RTC, Branch 63.  The case is deemed terminated.

Mactan Electric Co. vs. Acoland, Inc. Civil Case No. MDI-56
RTC Branch 56, Mandaue City
June 16, 1996

On July 16, 1996, MECO filed a quo warranto case against Acoland Inc. (now AboitizLand) questioning the latter’s 
authority to distribute power within the MEPZ II as well as the PEZA’s power to grant such authority to Aboitizland.  
MECO argues that AboitizLand does not possess the legal requirements to distribute power within MEPZ II, and that 
the amendment of AboitizLand’s Articles of Incorporation to include the right to engage in the operation, installation, 
construction and/or maintenance of electric and other public utilities only six days after the filing of this case was an 
afterthought.

 AboitizLand’s claims that the Special Economic Zone Act of 1995 (RA 7916) which created PEZA grants the latter broad 
powers and functions to manage and operate special economic zones, and that these include the power to grant the 
right to distribute electricity within PEZA–registered economic zones.

The PEZA intervened and argued that it is authorized by its charter to undertake and regulate the establishment and 
maintenance of utilities including light and power within economic zones under its jurisdiction. 
In 2007, with the approval of PEZA, AboitizLand transferred all of its power assets and business to a new corporation, 
MEZ, which is now the real party in interest in the case. 

The case remains pending before the RTC of Mandaue City.

In The Matter Of The Assessed Real Property Tax On Machineries Located Within The Municipality of Bakun, Province 
of Benguet
Central Board of Assessment Appeals
CBAA Case No. L-57 and L-59

The Municipality of Bakun, Province of Benguet issued an assessment against LHC for deficiency in real property tax on 
its machineries in the amount of approximately P11.0 mn, inclusive of interests and penalties, for the year 2002.  LHC 
appealed the assessment to the LBAA.   The NPC intervened in the proceedings before the LBAA arguing that (i) the 
liability for the payment of real property tax over the machineries is assumed by the NPC under Section 8.6(b) under 
the Bakun PPA dated November 24, 1996; and (ii) the NPC is exempted from the payment of real property tax under 
Section 234 of the LGC, which provides that machineries that are actually, directly and exclusively used by government-
owned and controlled corporations engaged in the generation and transmission of electric power are not subject to the 
real property tax.  The LBAA ruled in favor of the Municipality of Bakun on the ground that the NPC could not invoke 
the exception under Section 234 of the LGC because the machineries covered by the assessment are not yet owned by 
the NPC.
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The NPC further appealed the ruling of the LBAA to the Central Board of Assessment Appeals (CBAA), which appeal was 
docketed as CBAA Case No. L-57/59.  The Province of Benguet, through the Office of the Governor, and LHC engaged in 
negotiations to arrive at a possible settlement.  In December 2009, the NPC moved for the issuance of a decision based 
on a compromise agreement.  The Province of Benguet opposed the NPC’s motion and prayed that CBAA continue 
hearing the case and resolve the same on the merits.  LHC filed its reply to the Province of Benguet’s opposition.

On July 3, 2012, the CBAA rendered a decision dismissing the appeals of LHC and the NPC for lack of merit. LHC then 
filed its Motion for Reconsideration.  On October 4, 2012, LHC received an order from the CBAA noting the Motion for 
Reconsideration filed by LHC and the one filed by the NPC, and giving the Province of Benguet a period of ten days from 
receipt of the said order within which to file its comment/opposition.  As of December 31, 2012, LHC has not received 
a copy of the Motion for Reconsideration filed by the NPC or any comment or opposition from the Province of Benguet.

On October 11, 2013, LHC, NPC and the Province of Benguet filed a Joint Motion for Judgment based on a Compromise 
Agreement with the CTA. 

LHC’s Motion for Reconsideration is deemed submitted for resolution.

Luzon Hydro Corporation and the National Power Corporation vs. The Local Board of Assessment Appeals of the 
Province of Ilocos Sur, Fatima Tenorio, in her official capacity as the Provincial Assessor of the Province of Ilocos Sur, 
Antonio A. Gundran, in his capacity as the Provincial Treasurer of the Province of Ilocos Sur
Central Board of Assessment Appeals, Manila
CBAA Case Nos. L-96 and L-99

On July 2, 2003, the Municipal Assessor of Alilem sent LHC two notices of assessment of real property.  The first notice 
required LHC to pay real property taxes in the amount of P4.3 mn, for the 4th quarter of 2002, while the second notice 
required LHC to pay P17.2 mn for 2003.  The notices of assessment also contained an additional imposition of 40% of 
the acquisition cost, which allegedly represented installation costs, and a further imposition of 15%, which allegedly 
represented freight costs.

LHC filed a Protest before the LBAA which ruled against LHC by upholding the notices of assessment.  LHC appealed 
directly to the CBAA.  After the trial was completed, the parties submitted their respective Memoranda.  LHC submitted 
its Memorandum on July 3, 2012.

On September 26, 2012, the CBAA rendered a decision denying LHC’s appeal.  On November 14, 2012, LHC filed its 
Motion for Reconsideration.  The said motion is now pending for resolution before the CBAA.On March 21, 2013, 
the CBAA issued a resolution denying LHC’s motion for reconsideration, a copy of which was received by LHC only on 
November 6, 2013.  LHC filed its Petition for Review on December 6, 2013.  To date, the CTA en banc has not yet acted 
on the petition.

SN Aboitiz Power-Magat, Inc. vs. The Municipality of Alfonso Lista, Hon. Charles L. Cattiling, in his capacity as Mayor 
of the Municipality of Alfonso Lista, and Estrella S. Aliguyon, in her capacity as Treasurer of the Municipality of 
Alfonso Lista
RTC Alfonso Lista, Ifugao, Branch 15
Special Civil Action No. 17-09
March 6, 2009

On July 12, 2007, the BOI issued Certificate of Registration No. 2007-188 to SNAP-Magat classifying its operation of the 
Magat Power Plant as a pioneer enterprise.  Pursuant to Section 133(g) of the LGC, SNAP-Magat is exempt from local 
business taxes for a period of six years from the date of registration with the BOI.  However, the Municipality of Alfonso 
Lista refused to recognize such exemption and insists on assessing and collecting local business taxes from SNAP-Magat.

In March 2009, SNAP-Magat filed a Complaint for Injunction with the RTC of Alfonso Lista, Ifugao against the Municipality 
of Alfonso Lista, its Mayor and Treasurer.  The Complaint prayed that the defendants and all persons acting under their 
direction or authority be prevented from: (i) assessing and collecting local business taxes from SNAP-Magat; (ii) refusing 
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to issue a Mayor’s Permit to SNAP-Magat for non-payment of local business taxes; and (iii) distraining and levying on 
SNAP-Magat’s properties, (iv) closing the Magat Power Plant, and [v] committing any other act against SNAP-Magat that 
obstructs or delays its operations in connection with its non-payment of local business taxes.  The complaint also prays 
for the issuance of a temporary restraining order and writ of preliminary injunction.  The RTC denied SNAP-Magat’s 
application for a temporary restraining order.

SNAP-Magat filed a Petition for Certiorari with the CA for the issuance of temporary restraining order and/ or writ 
of preliminary injunction being sought from the RTC and for the nullification of the RTC order. The CA granted SNAP-
Magat’s Petition for Certiorari and made permanent the temporary restraining order it initially issued.

Due to the on-going negotiations between both parties, the court suspended all scheduled hearings to give the parties 
ample time to submit a compromise agreement.  The compromise agreement has been signed by the parties and 
submitted to the court for approval on May 12, 2011.

During the September 20, 2011 hearing, the Joint Motion for Judgment based on Compromise Agreement was deemed 
submitted for resolution, subject to the determination by the court on whether to require a BOI representative to 
testify on the regularity of the issuance or the validity of SNAP-Magat’s BOI Certificate of Registration.

On May 20, 2012, SNAP-Magat filed its Joint Motion to Resolve.  SNAP-Magat received the Joint Resolution of the court 
denying the Joint Motion for Judgment based on Compromise Agreement on September 14, 2012.  The Joint Resolution 
set the case for pre-trial conference on September 26, 2012 and ordered the parties to submit their pre-trial briefs at 
least three days before said hearing.

On September 21, 2012, SNAP-Magat filed its Motion for Reconsideration on the Joint Resolution and set it for hearing 
on September 26, 2012.  During the September 26, 2012 hearing, SNAP-Magat received a Motion-for-Intervention 
with a Complaint-in-Intervention filed by Charles L. Cattiling and Arsenio Humiding.  No counsel appeared on behalf 
of the complainants-in-intervention.  SNAP-Magat was granted 15 days to file its Opposition to the motion.  The 
Municipality of Alfonso Lista adopted the Motion for Reconsideration of SNAP-Magat.  The court ordered that subject 
to the submission of any comment to the Motion for Reconsideration by the complainants-in-intervention, the same 
shall be submitted for resolution.

On December 12, 2013, SNAP-Magat filed a Motion to Resolve the Motion for Reconsideration and Motion to Intervene.

AP Renewables, Inc. vs. Modesto E. Erestain, Jr., in his capacity as Provincial Assessor
Local Board of Assessment Appeals, Province of Albay
LBAA Case No. 03-14
January 10, 2014

On May 26, 2009, the Power Sector Assets and Liabilities Management Corporation (PSALM) turned over the geothermal 
facilities located at Tiwi, Albay to APRI pursuant to an Asset Purchase Agreement (APA) between PSALM and APRI.  The 
APA is comprised of and refers to several agreements including a Land Lease Agreement (Lease Agreement) between 
APRI and PSALM for the lease of lands acquired by PSALM from the National Power Corporation (Leased Lands).

Through a letter dated January 13, 2010, APRI informed and gave a copy of the APA (which included the Lease 
Agreement) to the Municipal Assessor of Tiwi, Albay (Municipal Assessor).  On March 15, 2010, APRI sent a letter to 
the Provincial Assessor requesting for the inspection and assessment of all properties transferred to APRI from PSALM. 

From the years 2010, 2011, 2012 and 2013, the Municipal Assessor issued notices of assessments (Notices) to APRI, 
signed by the Municipal Treasurer.  The Notices were forwarded to APRI notwithstanding the fact that the properties 
were in the name of PSALM.  Pursuant to the Notices, APRI has been paying real property taxes (RPT) due on the 
Leased Lands beginning the third quarter of 2009.  The Municipal Treasurer of Tiwi, Albay (Municipal Treasurer) issued 
certifications for the years including 2010 to 2013, confirming APRI’s full payment of its RPT liability for these years. 



Annual Report 2013 95

SEC FORM 20 - IS (INFORMATION STATEMENT)

On January 2, 2013, the Provincial Assessor wrote a letter to the Bureau of Local Government Finance (BLGF) requesting 
for an opinion on whether or not (a) it is proper to adjust the value of the Leased Lands from special to industrial with 
an assessment level from ten percent (10%) to fifty percent (50%), and (b) APRI, as beneficial user, is liable to pay the 
RPT on the Leased Lands with an assessment level of fifty percent (50%) to take effect retroactive to the effective date 
of the Lease Agreement. 

On April 12, 2013, the BLGF rendered an opinion (April 12 Opinion) finding that the classification of Leased Lands 
should be changed from special to industrial, applying a fifty percent (50%) assessment level retroactively the year 
following the date of effectivity of the Lease Agreement.  

On June 20, 2013, APRI wrote a letter to the BLGF requesting for clarification of the April 12 Opinion (June 20 Request), 
essentially arguing that the fifty percent (50%) assessment level should not be applied retroactively considering that as 
early as 2010, APRI already informed the Assessor of the Lease Agreement, yet the Assessor continued to apply a ten 
percent (10%) assessment level yearly on the Leased Lands, such that APRI should not be prejudiced by a retroactive 
application of the new assessment level.  On September 4, 2013, the BLGF issued an opinion finding that the fifty 
percent (50%) assessment level cannot be made to apply retroactively to APRI and should apply instead to the year 
following the date of Notice of Assessment indicating the change in assessment level (September 4 Opinion). 

Notwithstanding the September 4 Opinion, the Provincial Assessor still issued the Assessment Notices, applying the 
fifty percent (50%) assessment level retroactively from the date of effectivity of the Lease Agreement, which would 
correspond to a potential deficiency RPT in the amount of Seventy Million Six Hundred Fifty Five Thousand Seven 
Hundred Seventy One Pesos and 12/100 (P70,655,771.12).  On November 18, 2013, APRI received tax declarations 
from the Provincial Assessor allegedly covering the real properties mentioned in the disputed Assessment Notices.  
However, to date, neither the Provincial Treasurer nor Municipal Treasurer has attempted to collect RPT from APRI 
based on the disputed Assessment Notices.

On January 10, 2014, APRI timely filed an Appeal with Motion to Post Bond with the LBAA, Province of Albay, respectfully 
seeking the nullification and/or cancellation of the Assessment Notices.

Bayan Muna Representative Neri Javier Colmenares, et al v. Energy Regulatory Commission, et al. G.R. No. 210245 
National Association of Electricity Consumers for Reforms, et al. v. Manila Electric Company, et al. G.R. No. 210255 
Manila Electric Company, et al. v. Philippine Electricity Market Corporation, et al. G.R. No. 210502

On December 19, 2013, Bayan Muna representatives filed a Petition for Certiorari against the Energy Regulatory 
Commission (ERC) and the Manila Electric Company (MERALCO) with the Supreme Court, questioning the alleged 
substantial increase in MERALCO’s power rates for the billing period of November 2013. These cases raised, among 
others, the legality of Sections 6, 29 and 45 of the EPIRA, the failure of ERC to protect consumers from the high 
energy prices and the perceived market collusion of the generation companies.  These cases were consolidated by the 
Supreme Court which issued a Temporary Restraining Order (TRO) preventing MERALCO from collecting the increase 
in power rates for the billing period of November 2013. The TRO was subsequently extended by the Supreme Court for 
another 60 days, or until April 22, 2014. MERALCO, in turn, filed a counter-petition impleading all generation companies 
supplying power to the WESM to prevent the generation companies from collecting payments on power purchases 
by MERALCO from the Wholesale Energy Spot Market (WESM) to prevent the generation companies from collecting 
payments on power purchases by MERALCO from the WESM.  The Supreme Court also ordered all power participants  
to file their respective pleadings in response to MERALCO’s counter-petition. 

The Supreme Court set the consolidated cases for oral arguments last January 21, 2014, February 4 and 11, 2014.  After 
hearing, all parties were ordered to file their comments and/or memorandum.  The case is pending before the Supreme 
Court.  MERALCO has been prevented from collecting the differencial increase of the price hike.  Because of MERALCO’s 
counter-petition against generators, all generation companies which supplied power through WESM were not paid by 
Philippine Electricity Market Corporation (PEMC).
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During the same period, ERC was tasked to conduct an investigation on the allegations of collusion.  MERALCO also filed 
an application with ERC for a recalculation of power rates for the questioned billing period. 

Subsequently ERC, in the exercise of its alleged police power, motu proprio initiated proceedings to intervene and 
direct imposition of regulated prices in the WESM on grounds of market abuse. ERC issued ERC Order 2014-021 dated 
March 3, 2014 (the “ERC Order”), directing PEMC to void the Luzon WESM prices during the November and December 
2013 supply months on the basis of a market failure and a preliminary investigation of alleged market collusion.  ERC 
also declared the imposition of regulated prices for such billing periods and directed PEMC to calculate the regulated 
prices and implement the same in the revised November and December 2013 WESM bills of the concerned distribution 
utilities in Luzon, except for MERALCO whose November 2013 WESM bill was maintained in compliance with the TRO 
issued by the Supreme Court.
 
On March 18, 2014 PEMC issued adjusted billing statements for all generators trading in the WESM, including Cebu-based 
East Asia Utilities Corporation (EAUC) and Cebu Private Power Corporation (CPPC) recalculating the WESM prices, the 
basis of which were not disclosed.  The Company questioned the adjusted billing of PEMC and the recalculated WESM 
prices, raising among others, issues of violation of the substantive and procedural rights of the generation companies 
and WESM participants.  The Company’s Affiliates and subsidiaries, AP Renewables, Inc., Therma Luzon, Inc., Therma 
Mobile, Inc., Aboitiz Energy Solutions, Inc., Adventenergy, Inc., SN Aboitiz Power – Magat, Inc., SN Aboitiz Power – 
Benguet, Inc., CPPC and EAUC, also filed their respective Motions for Reconsideration questioning the validity of the 
ERC Order on the grounds of lack of due process, among others.  The ERC ordered deferral of PEMC’s implementation 
of the adjusted billing statements for 45 days.

Item 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the fourth quarter of the fiscal year covered by 
this report.
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As of March 31, 2014, AboitizPower has 604 stockholders of record, including PCD Nominee Corporation (Filipino) and 
PCD Nominee Corporation (Foreign). Common shares outstanding as of same date were 7,358,604,307 shares. The 
closing price of AboitizPower common shares as of March 31, 2014 is P37.20 per share.

(2)    Holder

The top 20 stockholders of AboitizPower as of March 31, 2014 are as follows:

2014 2013 2012 2011

High Low High Low High Low High Low

First Quarter 42.25 33.90 39.95 36.00 33.90 28.75 31.60 26.20

Second Quarter NA NA 37.70 31.00 35.35 31.80 32.10 28.00

Third Quarter NA NA 35.10 31.00 34.80 33.20 32.60 27.00

Fourth Quarter NA NA 35.05 32.05 37.50 33.00 30.10 28.50

PART II - OPERATIONAL AND FINANCIAL INFORMATION

Item 5. Market for Issuer’s Common Equity and Related Stockholder Matters

(1) Market Information

AboitizPower’s common shares are traded on the PSE.

The high and low stock prices of AboitizPower’s common shares for each quarter of 2011 to 2014 were as follows:

Name Number of Shares Percentage

1. Aboitiz Equity Ventures, Inc. 5,657,530,774 76.88%

2. PCD Nominee Corporation (Filipino) 722,802,924 9.82%

3. PCD Nominee Corporation (Foreign) 606,601,148 8.24%

4. Aboitiz & Company, Inc. 156,472,722 2.13%

5. Bauhinia Management, Inc. 11,956,100 0.16%

6. A. Soriano Corporation 11,205,360 0.15%

7. Kayilka Holdings, Inc. 9,583,866 0.13%

8. San Fernando Electric Light and Power Co., Inc. 7,931,034 0.11%

9. Parraz Development Corporation 7,827,522 0.11%

10. Sabin M. Aboitiz 6,050,985 0.08%

11. Hawk View Capital, Inc. 5,375,223 0.07%

12. Portola Investors, Inc. 5,375,223 0.07%

13. Ramon Aboitiz Foundation, Inc. 3,900,000 0.05%

14. Arrayanes Corporation 3,290,443 0.04%

15. Iker M. Aboitiz 3,177,545 0.04%

16. CAL Management Corporation 2,965,590 0.04%

17. TRIS Management Corporation 2,837,306 0.04%

18. Gitana Management & Dev’t. Corporation 2,817,091 0.04%

19. Tinkerbell Management Corporation 2,773,091 0.04%

20. TRA Management and Development Corporation 2,561,882 0.03%
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During the regular board meeting of the Company held on November 28, 2012, the Board approved a revised dividend 
policy consisting of an annual cash dividend payment ratio of 50% of its consolidated net income from the previous 
fiscal year based on the audited financial statements of the Company.  The new policy changes the previous cash 
dividend payment ratio of 33% of previous year’s net profits.  The Company’s new dividend policy was effective starting 
2013.

(4) Recent Sales of Unregistered or Exempt Securities including Recent Issuance of Securities Constituting an Exempt  
 Transaction

On April 14, 2011, AboitizPower issued a five-year peso denominated corporate fixed rate notes in the aggregate 
amount of P5 bn to a consortium of primary institutional lenders in a private placement in accordance with Section 
9.2 of the SRC and Rule 9.2(2)(B) of the SRC Rules.  The issuance of the P5 bn corporate notes was made pursuant to a 
Notes Facility Agreement with First Metro Investment Corporation as Issue Manager.  The underwriting fees paid to the 
arrangers of the P5 bn corporate notes were P18.4 mn.

The above notes were pre-terminated and paid on January 14, 2013.

(3) Dividends

The cash dividends declared by AboitizPower to common stockholders from 2012 to 2014 are shown in the table below:

Year Cash Dividend 
Per Share Total Declared Record Date

2014 (regular) P1.26 P9.27 bn 3/25/2014

2014 (special) P0.40 P2.94 bn 3/25/2014

2013 P1.66 P12.22 bn 3/19/2013

2012 (special) P0.22 P1.62 bn 12/13/2012

2012  (regular) P1.32 P9.71 bn 3/16/2012
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April 2, 2014

ATTY. JUSTINA F. CALLANGAN
Director, Corporation Finance Department
Securities and Exchange Commission
SEC Building, EDSA Greenhills
Mandaluyong City
Metro Manila

Re : SEC Form 17-Q for First Quarter 2014

Dear Atty. Callangan:

This is in reference to Aboitiz Power Corporation’s (AboitizPower) SEC Form 17-Q for the first quarter due on May 15, 2014. 
Considering that the deadline for filing said SEC Form 17-Q is very near the scheduled Annual Stockholders’ Meeting (ASM) on 
May 19, 2014, undersigned undertakes to furnish the shareholders copies of said report during the ASM.

Thank you.

Very truly yours,

M. JASMINE S. OPORTO
Corporate Secretary
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Item 6. Management’s Discussion and Analysis or Plan of Action

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

Year Ended December 31, 2013 versus Year Ended December 31, 2012 

The following is a discussion and analysis of the Company’s consolidated financial condition and results of operations and 
certain trends, risks and uncertainties that may affect its business. The critical accounting policies section discloses certain 
accounting policies and management judgments that are material to the Company’s results of operations and financial condition 
for the periods presented in this report. The discussion and analysis of the Company’s results of operations is presented in three 
comparative sections: the year ended December 31, 2013 compared with the year ended December 31, 2012, the year ended 
December 31, 2012 compared with the year ended December 31, 2011, the year ended December 31, 2011 compared with the 
year ended December 31, 2010.

Prospective investors should read this discussion and analysis of the Company’s consolidated financial condition and results of 
operations in conjunction with the consolidated financial statements and the notes thereto set forth elsewhere in this report.

Top Five Key Performance Indicators 

Management uses the following indicators to evaluate the performance of registrant Aboitiz Power Corporation and its 
subsidiaries (the Company and its subsidiaries are hereinafter collectively referred to as the “Group”):

1. Share in Net Earnings of Associates.  Share in net earnings (losses) of associates represents the Group’s share 
in the undistributed earnings or losses of its investees for each reporting period subsequent to acquisition of 
said investment, net of goodwill impairment cost, if any.  Goodwill is the difference between the purchase 
price of an investment and the investor’s share in the value of the net identifiable assets of the investee at the 
date of acquisition.  Share in Net Earnings of Associates indicates profitability of the investment and investees’ 
contribution to the Group’s net income.  

Manner of Computation:  Associate’s Net Income (Loss) x Investor’s % ownership - Goodwill Impairment Cost

2. Earnings before Interest, Taxes, Depreciation and Amortization (EBITDA).  The Company computes EBITDA 
as earnings before extra-ordinary items, net finance expense, income tax provision, depreciation and 
amortization.  It provides management and investors with a tool for determining the ability of the Group to 
generate cash from operations to cover financial charges and income taxes.  It is also a measure to evaluate 
the Group’s ability to service its debts.

3. Cash Flow Generated.  Using the Statement of Cash Flows, management determines the sources and usage of 
funds for the period and analyzes how the Group manages its profit and uses its internal and external sources 
of capital.  This aids management in identifying the impact on cash flow when the Group’s activities are in a 
state of growth or decline, and in evaluating management’s efforts to control the impact.

4. Current Ratio.  Current ratio is a measurement of liquidity, calculated by dividing total current assets by total 
current liabilities.  It is an indicator of the Group’s short-term debt paying ability.  The higher the ratio, the 
more liquid the Group.

5. Debt–to–Equity Ratio.  Debt-to-Equity ratio gives an indication of how leveraged the Group is.  It compares 
assets provided by creditors to assets provided by shareholders.  It is determined by dividing total debt by 
stockholders’ equity.
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The table below shows the comparative figures of the top five key performance indicators for 2013 and 2012.

 Key Performance Indicators
2013 2012

(As Restated)

Amounts in thousands of Ps, except for financial ratios

SHARE IN NET EARNINGS OF ASSOCIATES 6,474,370             9,939,763 

EBITDA           29,899,736           34,241,928  

CASH FLOW GENERATED:   

Net cash flows from operating activities           24,413,143           24,867,739 

Net cash flows from (used in) investing activities         (11,502,024)             4,516,210 

Net cash flows used in financing activities         (12,245,816)         (22,055,061)

Net Increase in Cash & Cash Equivalents                665,303             7,328,888 

Cash & Cash Equivalent, Beginning           30,678,493           23,391,561 

Cash & Cash Equivalent, End           31,383,499           30,678,493 

CURRENT RATIO                       2.87                       2.65 

DEBT-TO-EQUITY RATIO                       1.13                       0.98 

 
The Company’s Share in net earnings of associates decreased by 35% or by P3.47 bn as compared to the prior year.  The 
operating results of the following associates contributed to the decrease:

• The decrease of ancillary revenues at SN Aboitiz Power Magat, Inc (SNAP-Magat)  due to the lower acceptance on its 
nominated capacities to the National Grid Corporation of the Philippines (NGCP) as well as lower ancillary prices for the 
year led to the decline of its income contributions to the Group. 

• A decrease of STEAG State Power, Inc.’s (STEAG) tariffs as a result of a contractual rebasing resulted into lower margins 
impacting STEAG’s net income for the year. 

• Higher operating expenses at East Asia Utilities Corporation (EAUC) and Cebu Energy Development Corporation (Cebu 
Energy) compared to last year  led to lower income contributions during the year. 

• The Share in net earnings of associates likewise decreased as a consequence of the step-acquisition of the Visayan 
Electric Company, Inc. (VECO) which is now a consolidated subsidiary.

Consolidated EBITDA decreased reflecting the lower consolidated net income for the year. 

Total Cash and Cash Equivalents by year-end 2013 stayed close to the same levels as year-end 2012 even as significant 
movements of cash were made during the year.  Notable cash outflows were made to pay cash dividends to shareholders, fund 
ongoing projects and pre-pay certain long term debt.  Cash was generated from the Group’s operations, dividends received from 
associates and fresh debt raising activities to fund ongoing projects and working capital requirements of subsidiaries

Current ratio at the end of 2013 was 2.87x slightly higher from 2.65x  by year end 2012.  The higher current ratio is due to the 
higher increase in current assets as compared to the slight increase in current liabilities. 

Debt to equity ratio as of December 31, 2013 was at 1.13 from 0.98 as of December 31, 2012.  This is mainly due to the increase 
in the Group’s total liabilities. 
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Results of Operations

The Company’s net income for the year 2013 recorded a 24% YoY decrease, from P24.43 bn (as restated) to P18.58 bn.  This 
translated to earnings per share of P2.52.  The Company registered a non-recurring loss of P1.55 bn (versus last year’s gain 
of P705 mn) during the year.  This was due to the net effect of the revaluation of consolidated dollar-denominated loans and 
placements resulting to unrealized foreign exchange losses of P1.87 bn, non-recurring expenses related to the prepayment of 
debt of P93 mn and a gain due to the step acquisition of a subsidiary.  Adjusting for these one-offs, the Company’s core net 
income for 2013 amounted to P20.12 bn, down by 15% YoY. 

Power Generation

The generation business accounted for 83% of earnings contributions recording an income share of P15.23 bn for 2013, down 
33% YoY.  Netting out one-off items, the generation business generated P17.2 bn for the period, which was 21% lower than last 
year. 

The group’s average price for its power decreased by 3% YoY in 2013.  This was mainly due to the 7% YoY decrease in the average 
selling price of the group’s bilateral contracts.  While average spot market prices increased by 9% during the same period, the 
group’s exposure to the spot market has significantly declined during the year.

On the other hand, the attributable net generation for the period in review grew by 3% YoY, from 10,660 GWh to 10,949 GWh 
on the back of a 37% increase in spot sales from 1,398 GWh to 1,914 GWh.  Meanwhile, power sales through bilateral contracts 
for the period declined by 2% from 9,261 GWh to 9,035 GWh. 

The year 2013 saw the successful implementation of the Company’s strategy to shift the bulk of its contracts from energy-
based contracts to capacity-based contracts.  In general, the latter are essentially de-risked contracts since these provide a 
fixed capacity fee payment for the company covering capital recovery and operation and maintenance costs; allows for the full 
pass-through of fuel costs, which make up a significant portion of the company’s operating costs; and includes provisions for 
inflation-related adjustments and where applicable, forex adjustments on these costs.  The combination of these features allows 
the Company to minimize revenue to cost mismatches.  As such, the shift to capacity-based contracts will allow the benefit  of 
more stable and predictable cash flows and minimize volatility in the company’s cash flow generation.  As of the end of 2013, the 
bulk of the group’s capacity has already been contracted, with only 11% of its capacity exposed to spot, down by 15 percentage 
points from a year ago.  

On a capacity basis, the Company’s attributable sales increased by 3% YoY from 1,547 MW to 1,590 MW with bilateral capacity 
and spot market sales making up for the decline in ancillary and bilateral energy sales.  Ancillary volumes dropped by 35% during 
the year as a result of the lower acceptance rate by the NGCP. 

Power Distribution

Expansions in volumes and margins resulted to a 15% YoY growth in the power distribution group’s earnings share for 2013, from 
P2.80 bn to P3.23 bn.  Total attributable electricity sales increased by 4% YoY, from 3,934 GWh to 4,076 GWh.  The residential 
segment spearheaded the growth in sales with a 5% YoY expansion in volume sales, while commercial and industrial accounts 
both registered YoY growth of 3%.  The group’s year-to-date gross margin on a per kWh basis improved to P1.77 from P1.60 a 
year ago.  This was due to the improvement in the systems loss levels of all the distribution utilities, which were maintained 
within the government-imposed cap of 8.5%.  Approved adjustments under PBR also helped support the increase in gross 
margins.
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Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income    
  
Consolidated Statements of Income
 
Consolidated net income attributable to equity holders of the parent decreased by 24% from P24.43 bn (as restated) in 2012 to 
P18.58 bn in 2013.  The various movements in the revenue and expense items are shown below to account for the decrease:

Consolidated Net Income Attributable to Equity Holders of the Parent for 2012 (As Restated) P24,425,708

Increase in operating revenues 9,902,002

Increase in operating expenses (10,880,474)

Decrease in share in net earnings of associates (3,465,393)

Decrease in interest income (515,118)

Decrease in interest expense 1,658,114

Decrease in other income (3,067,370)

Lower  provision for taxes 863,942

Increase in income attributable to non-controlling interests (344,566)

Total (5,848,863)

Consolidated Net Income Attributable to Equity Holders of the Parent for 2013 P18,576,845

Operating Revenues 
(16% increase from P62.15 bn to P72.06 bn)

Consolidated operating revenues recognized by the Generation segment decreased by 14% from P46.03 bn to P39.44 bn.  The 
drop in operating revenues mainly came from lower revenues at AP Renewables, Inc. (APRI) due to lower volumes sold on its 
power supply contracts and sales to the WESM as well as a drop in its average selling prices during the year.  Therma Luzon, Inc. 
(TLI) also saw a decrease in its operating revenues resulting from lower selling prices during the year.

The decrease in operating revenues from the generation segment  was offset by a fresh stream of revenues coming from the 
Company’s Retail Electricity Supplier Licensed Companies - Aboitiz Energy Solutions, Inc. (AESI) and Adventenergy, Inc. which 
began their respective operations after Open Access started in July of 2013. 

The distribution segment also increased its operating revenues from P15.85 bn in 2012 to P28.07 bn in 2013.  The 77% increase 
is mainly due to the consolidation of the operating revenues of the newly consolidated distribution utility, VECO during the year.  

Operating Expenses
(26% increase from P41.70 bn to P52.58 bn)

The increase in the Group’s operating expenses are accounted for as follows:

Cost of purchased power increased by 87% or P11.53 bn.  The increase comes from (a) the first time recognition of cost of 
purchased power of VECO, as a consolidated subsidiary (b) higher cost of purchased power at TLI as it purchased replacement 
power to cover its generation shortfall due to unavailability of the Pagbilao plant during scheduled and unscheduled down times 
during the year. 

Cost of generated power likewise decreased by 6% as lower fuel costs were incurred by TLI during the year.

General and Administrative expenses are higher resulting from the consolidation of VECO’s general and administrative expenses.

Operations and Maintenance expenses decreased as lower expenses were incurred at the Company’s geothermal subsidiary, 
APRI. 
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Depreciation and amortization expenses were higher by 10% due to the consolidation of VECO’s depreciation expense in 2013, 
higher depreciation expenses at Davao Light & Power Company, Inc. (Davao Light) as well as the incremental depreciation 
relating to the increase in steam field assets at APRI arising from the recognition of its Asset Retirement Obligation (ARO).

Cost of Services decreased by 48% due to a decrease of these expenses at AESI.

Interest Income
(55% decrease from P929 mn to P414 mn)

During the year, the average cash balances held by the Company as well as at its subsidiaries were lower than the average 
balances carried during most of 2012.  This led to lower interest income recognized during the period 

Interest Expense
(24% decrease from P7 bn to P5.34 bn)

Interest expense declined by P1.66 bn mainly due to the Company’s lower debt balances through most of 2013 as compared to 
2012.  Long Term Debt was paid down by the Company and a subsidiary during the year.

Share in Net Earnings of Associates
(35% decrease from P9.94 bn to P6.47 bn)

The decline in the Share in Net Earnings of Associates is due to the lower contributions from the following associates:

SNAP–Magat revenues declined from the impact of lower acceptance of nominated capacities under its ancillary service contract 
with NGCP.  This was further aggravated by lower ancillary selling prices during the year leading to lower share in net earnings. 

Higher operating expenses likewise led to lower income contributions from EAUC and Cebu Energy, while lower tariffs at STEAG 
Power resulting from a contractual rebasing of its tariffs led to lower gross margins. 

The Share in net earnings of associates likewise decreased as a consequence of the step-acquisition of the VECO which is now 
a consolidated subsidiary.

Other Income (Expenses)
(155% decrease from P1.98 bn other income to P1.08 bn other expense)

The decrease in this account is primarily due to the movement from an unrealized foreign exchange gain in the prior year to a 
foreign exchange loss this year resulting from the restatement of TLI’s dollar denominated debt on its monthly obligations to 
the Power Sector Assets and Liabilities Management Corporation (PSALM).  This is accounted for as a finance lease obligation.  
Furthermore, the Company on its investment in Mactan Enerzone Corporation impaired goodwill of P369 mn and  recognized  an  
impairment loss on its investments at Hijos de F. Escaño, Inc. of P571 mn.  The above other expenses were mitigated by a P965 
mn gain arising from the step acquisition of a subsidiary.

Provision for Taxes
(62% decrease from P1.39 bn to P527 mn)

The 62% decrease in the provisions made for taxes is primarily coming from lower deferred tax provisions at TLI arising from the 
tax effects of its unrealized forex losses during the year.

Net Income Attributable to Noncontrolling Interests
(70% increase from P490 mn to P834 mn)

The initial recognition of the Net income attributable to the non-controlling interest of VECO resulted to the increase observed 
in the current year.  



Annual Report 2013 105

SEC FORM 20 - IS (INFORMATION STATEMENT)

Consolidated Statements of Comprehensive Income

Consolidated comprehensive income attributable to equity holders of the parent decreased from P23.99 bn in 2012 to P18.95 
bn in 2013.  The decrease is mainly due to the lower consolidated net income recognized during the period.  

As a result of the adoption of the change to PAS 19, under the Consolidated Statements of Comprehensive Income, the group  
recognized P303 mn of actuarial losses on defined benefit plans for its Subsidiaries and share in actuarial gains (losses) on 
defined benefit plans under its associates and P34 mn as restated for the prior year.

Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity

Assets

Total assets as of December 31, 2013 increased by P30.83 bn or 19% versus total assets as of December 31, 2012.  The major 
changes in the balance sheet accounts are discussed below:

a) Cash and cash equivalents grew by 2% from P30.68 bn as of December 31, 2012 to P31.38 bn as of December 31, 
2013.  The increase is attributable to cash generated by the Group’s operations.

. 
b) Trade and other receivables rose by 61% (from P8.12 bn in 2012 to P13.04 bn in 2013).  The increase is due to 

the take up of the trade receivables at newly consolidated Subsidiary VECO accounting for 32% of the increase. 
There was also an increase in trade receivables at APRI and Therma Marine, Inc. and recognition of fresh trade 
receivables at newly operating Subsidiaries, Therma Mobile, Inc. and AESI.  Higher dividends receivable from 
associates further increased the balance of trade and other receivables at year end. 

 
c)  The re-measurement of the fair value of the interest rate swap contract of a hydro Subsidiary led to the increase 

in the derivative asset of the Group by P28 mn.

d) Inventories-cost went up by 31% or P667 mn.  The change come from the initial consolidation of the inventories at 
VECO making up 75% of the increase.  The remaining increase is attributable to the higher level of coal inventories 
held at TLI at year end. 

e)  Other current assets increased by 67% (from P1.04 bn in 2012 to P1.74 bn in 2013 ) mainly due to an increase in  
input VAT particularly at TLI and new input vat balances at newly operating RES Subsidiary, AESI during the period 
in review.  TLI’s prepaid insurance also went up by close to P100 mn as of year end.

f) Property, plant and equipment (PP&E) increased by 25% or P21.61 bn mainly due to the following:
 

• Twenty seven percent (27%) of the increase is due to the initial consolidation of the PP&E balances at VECO. 
 
• APRI, a geothermal subsidiary of the Company has an obligation to decommission, abandon and perform 

surface rehabilitation on steam field assets or upon abandonment of the plant.  The present value of the future 
obligations are recorded as an Asset Retirement Obligation (ARO) a liability and a corresponding increase 
under the related long-lived asset, in APRI’s case, the steam field assets, and is recognized and depreciated on 
a straight-line basis over the useful life of the related asset.  This led to an increase in APRI’s property plant and 
equipment by P2.01 bn. 

 
• The balance of the increase to the PP&E account is due to the ongoing construction of a 300 MW Coal-fired 

Power Plant in Davao., through a 100%-owned subsidiary Therma South, Inc. (TSI). 

g) Investment property account went up by P3 mn as the investment property held at VECO is consolidated into the 
balance sheet.

h) Available for sale investment increase of P3 mn is also due to the consolidation of  assets held at VECO.   
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i) The Company impaired Goodwill on its investment at MEZ amounting to P369 mn.  Consequently, as a result of the 
step acquisition of VECO goodwill of P179 mn was recognized.  Both transactions led to the net decrease of the 
Goodwill account by P190 mn. 

j) Net pension assets of the Company decreased by 35% as actuarial losses were recognized during the period. 

k) Deferred tax assets recognized on TLI’s Net Operating Loss Carry Over (NOLCO) during the year is the primary 
reason for the P291 mn increase in deferred income tax assets.

l) Other noncurrent assets increased by 50% or P2.59 bn resulting from P3.05 bn in Franchise asset arising from the 
business combination valuation done as part of the VECO step acquisition.  

Liabilities
     

Consolidated liabilities increased by 27% from P80.65 bn as of December 31, 2012 to P102.69 bn as of December 31, 2013. 

a) All bank loans outstanding as of year ending 2012 were paid down by the Subsidiaries during the year.

b) Trade and Other Payables rose by 50% or P5.02 bn.  Half of this amount is from the initial take up of the Trade 
and Other Payables of the newly-consolidated subsidiary VECO.  The balance of the increase is mainly from higher 
accrued expenses for energy fees payable, inventory in transit and purchased power of TLI at year-end.

c) The re-measurement of the fair value of the interest rate swap contract of a hydro Subsidiary led to the decrease 
in derivative liability as it swung from a derivative liability to a derivative asset position. 

d) Income Tax Payable increased by 182% due to higher tax payables of Davao Light as well as the initial consolidation 
of the income tax payable of VECO.

e) Long term debt of the Group increased by 108% or P12.11 bn.  The increase is attributable to the following: 

• TSI entered into a loan facility agreement with various lenders with available debt facility of P24 bn.  During 
the year, TSI drew down a total of P16.44 bn. 

• During the year, three distribution utilities of the Company - Davao Light, Cotabato Light and VECO - raised a 
total of P3.80 bn in long term debt.

Decreasing long term debt for the period were prepayments of long term debt made by Hedcor Sibulan, Inc. of 
P3.04 bn and P5 bn in fixed rate notes prepaid by the Company in the first quarter of the year. 

f) The last guaranteed payment to preferred shareholder of CPPC was made during the year, hence, as of the end of 
2013 no future obligation exists.

g) Customers’ Deposit increased due to: (a) P1.95 bn of VECO’s liability consolidated this year (b) an increase in this 
account for Davao Light as it continues to see growth in its customer base, and (c)customer deposits made to AESI 
under its contracts which took effect this year. 

  
h) Initial recognition of an Asset Retirement Obligation (ARO) amounting to P2.01 bn was made this year.  The 

ARO arose from the Company’s obligation, under their contracts and Environmental Compliance Certificate, to 
decommission, abandon and perform surface rehabilitation at the end of its useful lives of the steam field assets 
or upon abandonment of the plant.  APRI recognizes the present value of the obligation and capitalizes the present 
value of this cost as part of the balance of the related steam field asset under its Property Plant and Equipment.

i) Pension Liability increased by P239 mn as result of actuarial losses recognized during the period.

j) The increase in deferred income tax liabilities is coming from the initial consolidation of the deferred income tax 
liabilities at the Company’s newly consolidated subsidiary, VECO.  The net  deferred income tax liability of VECO is 
from the tax provision it takes on the Revaluation increment in utility property plant and equipment.
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Equity

The movements to the Equity section of the balance sheet are as follows: (a) Retained earnings increased by P6.36 bn after 
taking up this year’s net income of P18.58 bn and after dividends declared and paid during the year of P12.22 bn, (b) an 
increase of P604 mn from the effects of cumulative translation adjustments recognized during the period for a subsidiary and 
associates that use US dollars as their functional currency, and (c) the combined actuarial losses on defined benefit plans for the 
subsidiaries and associates decreased equity by P727 mn.  All of the above resulted to a net increase in Equity attributable to 
equity holders of the parent  from P80.89 bn as December 31, 2012 (as restated) to P87.63 bn as of December 31, 2013. 

Material Changes in Liquidity and Cash Reserves of Registrant 

Cash generated from the Group’s operations continue to be the main cash generating activity as it brought in P24.09 bn for the 
year.  The cash generated from operations has dropped by 2% versus cash flows generated in the prior year as a result of this 
year’s lower net income.  

A significant amount of the Group’s cash was used in investing activities totaling P11.50 bn during the year.  A total of P15.62 
bn was invested into capital expenditures which was supported in part by P4.24 bn dividends received from the Company’s 
associates.  

The major cash flows relating to financing activities were as follows:  Cash inflows of P20.80 bn representing proceeds from  long 
term debt at the Company’s subsidiaries during the year to either finance ongoing projects or meet working capital requirements. 
Meanwhile, significant financing cash outflows for the following were incurred:

• The Company paid dividends of P1.62 bn in January 2013 for special cash dividends declared in November 28, 2012.  
It also made regular cash dividend payments to its shareholders for a total of P12.21 bn during the year.  In total, the 
Company used P13.83 bn in cash to pay dividends during the year.

• The group prepaid long term debt of P8.97 bn and paid bank loans of P2.33 bn. 
• Payments made by TLI to PSALM on its finance lease obligations of P6.72 bn. 

All of the above activities resulted to net cash outflows used in financing activities for the year of P12.25 bn. 

At the end of the year, Cash and cash equivalents of the group slightly increased from P30.68 bn as of December 31, 2012 to 
P31.38 bn as of December 31, 2013.

Financial Ratios

The increase in current liabilities brought about by the VECO consolidation was offset by the decrease in current liabilities 
brought about by Hedcor Sibulan, Inc.’s prepayment of P3 bn in Long Term Debt which was already classified as a current liability 
at the end of 2012 and the payment of P1.28 bn in bank loans during the year which led to an increase in current liabilities by 
only 8% versus an increase in current assets of 17%.  The changes resulted to an improvement in Current ratio at year end of 
2.87x from 2.65x in the previous year.  

As total debt rose by 27% and equity increasing by only 8%, the Company’s debt to equity ratio is now 1.13 as of December 2013 
as compared to 0.98 as of December 31, 2012.

Outlook for the Upcoming Year/Known Trends, Events, Uncertainties which may have Material Impact on Registrant

Over the long term, AboitizPower remains to be in a very good position to benefit from the opportunities that developments 
concerning the electricity industry will bring. Its sound financial condition, coupled with a number of initiatives that the Company 
is undertaking will allow it to create additional generating capacity over the next several years. Nevertheless, AboitizPower sees 
several developments that may affect earnings in 2014. These developments are as follows:
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Power 

Generation Business 

1. Ancillary Services

SN Aboitiz Power (SNAP) a partnership between AboitizPower and SN Power Invest AS (SN Power), is currently providing ancillary 
services to National Grid Corporation of the Philippines (NGCP) under an Ancillary Services Procurement Agreement (ASPA).  The 
ASPA for Magat expired last November 5, 2012 while Binga’s ASPA expired on June 25, 2013. 

The Company earlier disclosed that its Affiliates, SN Aboitiz Power – Magat, Inc. (SNAP-Magat) and SN Aboitiz Power – Benguet, 
Inc. (SNAP-Benguet), have respectively signed ASPAs with NGCP for the provision of regulating, contingency, and dispatchable 
reserves from the Magat and Ambuklao Hydroelectric Power Plants. Another Affiliate, Therma Luzon, Inc. (TLI), which runs the 
Pagbilao Coal Plant, also signed an ASPA with the NGCP covering both firm and non-firm capacities for contingency reserve.  The 
ASPAs of Magat and Ambuklao shall be valid for three years once the approval of the Energy Regulatory Commission (ERC) for 
the contract has been secured. On the other hand, TLI’s ASPA is valid for a period of five years from the date of approval by the 
ERC.  The issuance of a provisional authority (PA) from the ERC paved the way for the implementation of the new ASPAs for the 
Magat, Ambuklao and Pagbilao plants starting July 26, 2013.  

For Magat, ERC provisionally approved the ASPA rates with some revisions. SNAP filed a Motion for Reconsideration (MR) for the 
Magat ASPA, which remains unresolved while the final approval is still pending.
 
The ERC also issued a PA on the Ambuklao ASPA signed by SNAP and NGCP. SNAP filed an MR Reconsideration with the ERC 
on the PA.  Both the MR and the Final Approval of the Ambuklao ASPA are still pending with the ERC.  In the meantime, both 
parties have yet to implement the Ambuklao ASPA due to ongoing discussions on the technical parameters of the service to be 
rendered. 

SNAP-Benguet also signed an ASPA for the provision of non-firm capacities for regulating reserve, contingency reserve, 
dispatchable reserve and blackstart capability from the Binga hydroelectric power plant.  As of February 2014, SNAP-Benguet 
received the order from the ERC provisionally approving the ASPA between the company (Binga) and NGCP.  SNAP filed an MR 
on the methodology of payment. 

AboitizPower believes that the implementation of the new ASPAs will result in a significant reduction in the Company’s ancillary 
revenues due to the restructuring of the pricing mechanism for ancillary services, which used to be linked to spot market rates.  
On the other hand, the addition of the Ambuklao and Pagbilao plants as licensed ancillary service providers will help offset the 
expected decline in ancillary revenue. 

2. Conversion of AP Renewables, Inc.’s (APRI) existing steam contract to a Geothermal Resource Sales Contract 

On May 26, 2013, APRI’s current steam supply contract with the Philippine Geothermal Production Corporation (PGPC, formerly 
known as Chevron) shifted to a Geothermal Resource Sales Contract (GRSC).  The change is due to an existing provision under the 
government’s existing contract with Chevron when the Tiwi-Makban facilities were bidded out under the former’s privatization 
program.  Under the GRSC, the effective steam price of APRI payable to PGPC will be at a premium to coal.  Due to competition 
from coal plants, the contracts of APRI mimic that of coal plants, including the proportion of fuel to total cost of power. 

To ensure that APRI will continue to remain competitive in the market, a two-month interim agreement supplementing the GRSC 
was implemented on August 14, 2013. This will result in a lower fuel cost during off-peak hours, thus allowing AboitizPower to 
maximize sales even during this period.  The agreement is currently being extended every two months. Ultimately, the Company 
aims to close a permanent agreement with the steam supplier that will also enable the full development of the existing steam 
field and maximize utilization of the Tiwi-Makban plants.

3. Expiration of Income Tax Holiday 

Several of the Aboitiz Power’s plants were eligible for an income tax holiday (ITH) upon their acquisition by the Company. Upon 
the expiration of the ITH, the respective plants will now be assessed a corporate income tax in accordance with the relevant 
laws.  In 2014, the ITH of TLI and SNAP-Magat will expire.
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SNAP-Magat

The Board of Investments approved SNAP-Magat’s application to avail of the one-year bonus ITH under Executive Order No. 226 
(Omnibus Investments Code of 1987) which pushed the original expiration from July 11, 2013 to July 11, 2014. After the lapse of 
SNAP Magat’s ITH this year, it is now liable to pay income tax, which would be whatever is higher between 30% regular corporate 
income tax based on net income or 2% minimum corporate income tax based on gross income. 

Therma Luzon, Inc.

On February 26, 2010, the BOI approved the TLI’s application as a New Independent Power Producer Administrator (IPPA) 
of the 700 MW Pagbilao Coal Fired Thermal Power Plant Project under Energy with Non-Pioneer Status under the Omnibus 
Investments Code of 1987.  On April 21, 2010, the BOI granted the company’s request for the adjustment of the commencement 
of its ITH availment period from February 26, 2010 to January 1, 2010.
 
Among other incentives, the BOI granted the company an ITH for a period of four (4) years without extension from January 1, 
2010 or actual start of operation, whichever is earlier but in no case earlier than the date of registration.  The ITH incentives shall 
be limited only to the sales/revenue generated from the sale of electricity of the power plant.  Based on this schedule, TLI will 
now be subject to a 30% corporate income tax beginning January 2014.
  
4. Increase in Attributable Generating Capacity

Notwithstanding the challenges over the short-term, AboitizPower has built the necessary foundation to sustain its growth 
trajectory over the long term. Over the next several years, AboitizPower looks to expanding its portfolio of generation assets by 
implementing the following projects. 

Greenfield and Brownfield developments

600 MW (net) Coal-Fired Power Plant in Subic. This is a project by Redondo Peninsula Energy, Inc. (RP Energy), a 
joint venture among Meralco PowerGen Corporation (MPGC), Aboitiz subsidiary Therma Power, Inc. (TPI) and Taiwan 
Cogeneration International Corporation (TCIC). AboitizPower, through TPI will have an equity interest of 25% in RP 
Energy. The project involves the construction and operation of a 2x300 MW (net) circulating-fluidized-bed (CFB) 
coal-fired power plant located within the Subic Bay Freeport Zone. On November 15, 2012, RP Energy was issued an 
amended Environmental Compliance Certificate to cover two high-efficiency 300-MW (net) units with main steam 
reheat systems. Site preparation is substantially completed. The EPC contract has been awarded to Hyundai with Foster 
Wheeler and Toshiba as major subcontractors/suppliers of the CFB boilers and turbine-generators, respectively. 

Hyundai has not been notified to proceed with the works, however, because of the filing with the Supreme Court of a 
petition for a Writ of Kalikasan and environmental protection order by an ad hoc group of individuals and organizations.  
The petition was remanded to the Court of Appeals for a hearing.  The Court of Appeals denied the issuance of Writ 
of Kalikasan for lack of merit, but nonetheless, nullified RP Energy’s Environmental Compliance Certificate and land 
lease with SBMA on grounds of DENR non-compliance with procedural requirements and SBMA failure to secure LGU 
approvals/endorsements, respectively. This decision is the subject of three Petitions for Review on Certiorari to the 
Supreme Court filed by RP Energy, DENR and SBMA that may require the first semester of 2014 to resolve. In view of 
the legal dispute, the commercial operation of the power plant is now estimated to begin in mid to late 2017. 

300 MW CFB Coal-Fired Power Plant in Davao.  AboitizPower, through 100%-owned subsidiary Therma South, Inc. 
(TSI), is putting up a 2x150 MW CFB coal-fired power plant in Davao, which is the biggest load center in the island of 
Mindanao. The project broke ground in May 2012. The EPC contract for the power block was awarded to Formosa Heavy 
Industries (FHI) with FHI supplying the CFB boilers and Fuji as major subcontractor/supplier of the turbine-generators. 
The EPC contract for the balance of plant equipment and their integration with the power block was awarded to a 
consortium of Black & Veatch Corporation and Leighton Contractors (Philippines), Inc. Commissioning and testing of 
the first unit is expected to begin during the fourth quarter of 2014. The facility is expected to become fully operational 
within the first half of 2015, thereby providing Mindanao with the much-needed reliable, competitively-priced and 
environmentally-safe baseload power.
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400 MW (net) Pulverised Coal-Fired Power Plant in Pagbilao, Quezon. On September 27, 2011, AboitizPower signed a 
Memorandum of Understanding with Marubeni Corporation (Marubeni) to formalize their intention to jointly develop, 
construct and operate a coal-fired power plant with a capacity of approximately 400 MW (net).  The proposed location 
will be within the premises of the existing 735 MW (net) Pagbilao Units I and II Coal-Fired Thermal Power Plant in Quezon 
province. The terms and conditions of the joint investment will be finalized in a definitive shareholder agreement to 
be agreed upon by the parties. Marubeni and Tokyo Electric are shareholders of TeaM Energy Corporation (TeaM 
Energy), which owns and operates the Pagbilao Units I and II under a build-operate-transfer contract with the National 
Power Corporation (NPC). On the other hand, AboitizPower, through wholly owned subsidiary TLI, is the IPPA of the 
Energy Conversion Agreement between TeaM Energy and NPC under an Independent Power Producer Administration 
Agreement with the Power Sector Assets and Liabilities Management Corporation (PSALM), which manages the 
assets and IPP contracts of NPC. TeaM Energy and TLI will form Pagbilao Energy Corporation to own Unit 3. The terms 
and conditions of the joint investment will be finalized in a definitive shareholder agreement between the Parties. 
Commercial operations of Unit 3 are targeted within the year 2017.

300-MW (net) CFB Coal-Fired Project in Toledo City, Cebu. AboitizPower, through 100%-owned subsidiary, Therma 
Visayas, Inc. (TVI), is developing a 2 x 150-MW (net) coal-fired power project in Toledo City. The project site was acquired 
in December 2011. The Environmental Compliance Certificate for the project was issued in May 2013. 

Technical specifications, contract drawings, contract conditions, and requests for EPC proposals were issued on July 15, 
2013, with a submittal deadline of November 15, 2013, thereafter extended to November 29, 2013.  The evaluation 
of the three EPC proposals received has been completed.  EPC contract award to the winning bidder and issuance of 
a limited notice to proceed (NTP) with engineering design and site preparation construction is expected on or before 
April 15, 2014, with the NTP with all EPC activities to follow in September.  Turnover of the first unit is targeted for the 
second quarter of 2017, with the second following three months thereafter.

7 MW Tudaya 1 Hydro Power Plant Project. Hedcor Sibulan, Inc. (Hedcor Sibulan) started the construction of Tudaya 1 
which is located upstream of the existing Sibulan A pondage in the third quarter of 2012. Currently at commissioning 
stage, it is expected to commercially operate after the issuance of the Certificate of Compliance from the Energy 
Regulatory Commission. The energy produced by Tudaya 1 is sold to Davao Light through the power supply agreement 
signed in 2007.

6.6 MW Tudaya 2 Hydro Power Plant Project. AboitizPower’s wholly owned subsidiary Hedcor Tudaya, Inc. (Hedcor 
Tudaya) has started the construction of Tudaya 2 located downstream of the existing Sibulan B. The project which 
commenced construction in the third quarter of 2012 is already 100% complete, and it is currently under test and 
commissioning. The plant, which is intended to sell through the Feed-in-tariff (FIT) mechanism once the FIT becomes 
effective has signed a power supply agreement with DASURECO. A composite team from the Department of Energy 
validated the eligibility of Tudaya 2 as a FIT-eligible plant.

14 MW Sabangan Hydro Power Plant Project. This involves the construction and operation of a hydropower plant facility 
in Mt. Province, in Northern Luzon. This project will be undertaken by a wholly owned subsidiary of AboitizPower, 
Hedcor Sabangan, Inc. The project, which is the first to be constructed in Mt. Province, will take approximately 24 
months to construct and has commenced construction in May 2013. 

68 MW Manolo Fortich Hydropower Plant Project. Hedcor Bukidnon, Inc (Hedcor Bukidnon) is currently undertaking 
the feasibility studies of Manolo Fortich, which is composed of the 43 MW Manolo Fortich 1 and 25 MW Manolo 
Fortich 2. Hedcor Bukidnon has completed the MOA with the local government units. It is currently completing the 
permits and licenses until end of April 2014, after which a 24-month construction period will follow.

12 MW Hedcor Tamugan Hydropower Plant Project. In 2010, wholly owned subsidiary, Hedcor Tamugan, Inc. (Hedcor 
Tamugan), has reached an agreement with the Davao City Water District on the use of the Tamugan river. Originally 
planned as a 27.5 MW run-of-river facility, Hedcor Tamugan submitted a new proposal, which involves the construction 
of a 12 MW hydropower plant. Hedcor Tamugan is waiting for the Davao City council to approve the project. Once 
approval and permits are secured, the two-year construction period will commence. 
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Other Greenfield and Brownfield developments. AboitizPower, together with its subsidiaries and associate company, is 
conducting feasibility studies for potential Greenfield and Brownfield projects.  

• AboitizPower is actively exploring the viability of developing wind power projects and photovoltaic solar 
projects consistent with the Company’s focus on environmental sustainability and diversified power generation 
technologies, among others.  

• SNAP is continuing its focus on growth through Greenfield development with new opportunities being sought 
and 380 MW of projects undergoing feasibility studies.

The company, in partnership with the National Irrigation Administration (NIA) commenced the rehabilitation and raising 
of the Maris dam. The project aims to rehabilitate the re-regulating Maris dam downstream of the Magat dam in order 
to modernize its operations and provide operational flexibility for both irrigation and power generation purposes.

Additionally, SNAP secured renewable energy service contracts (RESC) from the Department of Energy at the close 
of 2013 for a twin mini-hydro facility project along the Maris Canal.   Under Maris Main Canal 1 Project, a 6-MW 
hydroelectric power plant will be constructed at the Ramon, Isabela side of the irrigation canal while a 1.75 MW hydro 
facility at the Alfonso Lista, Ifugao side will be developed under Maris Main Canal 2 Project. Both plants are “run-of-
river-type” facilities that will make use of the same water that will flow through the canal for irrigation requirements.
  
Hedcor is conducting feasibility studies for potential hydropower projects located in Luzon, Visayas, and Mindanao. 
Based on current findings, Hedcor sees the potential of building plants with capacities ranging from 10 MW to 50 MW. 
When the projects pass the evaluation stage and once permits are secured, the two-year construction period for the 
hydropower plant facilities will commence. 

5. Participation in the Government’s Privatization Program for its Power Assets 

AboitizPower continues to closely evaluate the investment viability of the remaining power generation assets that PSALM 
intends to auction off. 

AboitizPower is also keen on participating in PSALM’s public auction for the IPP Administrator contracts, which involves the 
transfer of the management and control of total energy output of power plants under contract with NPC to the IPP administrators. 

Distribution Business 

AboitizPower remains optimistic that it will realize modest growth on its existing distribution utilities. It continually seeks 
efficiency improvements in its operations to maintain healthy margins. 

On December 13, 2006, the ERC issued the Rules for Setting Distribution Wheeling Rates (RDWR) for privately-owned distribution 
utilities entering PBR for the second and later entry points, setting out the manner in which this new PBR rate-setting mechanism 
for distribution-related charges will be implemented. PBR replaces the Return on Rate Base (RORB) mechanism which has 
historically determined the distribution charges paid by customers. Under PBR, the distribution-related charges that distribution 
utilities can collect from customers over a 4-year regulatory period is set by reference to projected revenues which are reviewed 
and approved by the ERC and used by the ERC to determine a distribution utility’s efficiency factor. For each year during the 
regulatory period, a distribution utility’s distribution charges are adjusted upwards or downwards taking into consideration the 
utility’s efficiency factor as against changes in overall consumer prices in the Philippines. 

The ERC has also implemented a Performance Incentive Scheme whereby annual rate adjustments under PBR will take into 
consideration the ability of a distribution utility to meet or exceed service performance targets set by the ERC, such as the 
average duration of power outages, the average time of restoration to customers and the average time to respond to customer 
calls, with utilities being rewarded or penalized depending on their ability to meet these performance targets. 
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Cotabato Light’s 2nd Regulatory Period ended on March 31, 2013.  A reset process should have been initiated 18 months prior to 
the start of the 3rd Regulatory Period covering April 1, 2013 to March 31, 2017.  The reset process, however, has been delayed 
due to the issuance of an Issues Paper on the Implementation of PBR for Distribution Utilities under the RDWR by the ERC in 
2013.  This paper aims to revisit various matters relating to the reset process.  The ERC has solicited comments from industry 
participants and has been holding public consultations on the Issues Paper. 

In March 2013, VECO and Davao Light filed their rate translation application for the fourth regulatory year from July 1, 2013 
to June 30, 2014.  The ERC set the distribution, supply and metering charges of Davao Light and VECO in its Decisions dated 
June 24, 2013.  In the case of VECO, since its implementation of the rate translation in the third regulatory year was delayed 
by five months, recovery for the under-recovery was included in its MAP recalculation for the fourth regulatory year. A motion 
for reconsideration was filed by VECO on July 26, 2013 for the ERC to amend its rate design to fully achieve the correct Annual 
Revenue Requirement for the fourth regulatory year.  The said motion was decided upon by the ERC in an Order dated December 
9, 2013 (docketed January 16, 2014) modifying the approved rates in the previous Decision.  The under-recoveries arising 
therefrom may be recovered in the next rate filing under the K-factor (correction factor) of the Maximum Average Price formula.

For SEZ’s and SFELAPCO’s second regulatory year covering October 1, 2012 to September 30, 2013, SEZ was able to implement 
the new rate schedule in January 2013 while SFELAPCO’s implementation began in April 2013.  Consequently, the resulting 
under-recoveries from the lag starting from October 1, 2012 were included by SFELAPCO and SEZC as under-recoveries in its rate 
filings in the third regulatory year.  The said applications are under the ERC’s review as of year-end 2013.

Market and Industry Developments

1. Open Access and Retail Competition

Per EPIRA, the conditions for the commencement of the Open Access and Retail Competition are as follows:
(a) Establishment of the WESM;
(b) Approval of unbundled transmission and distribution wheeling charges;
(c) Initial implementation of the cross subsidy removal scheme;
(d) Privatization of at least 70% of the total capacity of generating assets of NPC in Luzon and Visayas; and
(e) Transfer of the management and control of at least 70% of the total energy output of power plants under contract 

with NPC to the IPP administrators.

Under the Open Access and Retail Competition, an eligible contestable customer, which is defined as an end-user with a monthly 
average peak demand of at least 1 MW for the preceding 12 months, will have the option to source their electricity from eligible 
suppliers that have secured a Retail Electricity Supplier license (RES) from the ERC. 

Commencement of Open Access

In June 2011, ERC declared December 26, 2011 as the Open Access Date to mark the commencement of the full operations of the 
competitive retail electricity market in Luzon and Visayas. However, after careful deliberation, the ERC acknowledged that not 
all the necessary rules, systems and infrastructures required for the implementation of the Open Access and Retail Competition 
have been put in place to meet the contemplated timetable for implementation. In October 2011, the ERC announced the 
deferment of the Open Access Date. In September 2012, the ERC declared the start of Open Access on December 26, 2012. Open 
Access commercial operations under an interim development system have been implemented starting June 26, 2013.

The implementation of Open Access starting June 26, 2013 enabled AboitizPower to increase its contracted capacity through 
the delivery of power to Affiliate and non-Affiliate RES companies. AboitizPower has two wholly owned subsidiaries (i.e. Aboitiz 
Energy Solutions, Inc. and AdventEnergy, Inc.) that are licensed RES. Open Access allowed Aboitiz Energy Solutions, Inc. and 
AdventEnergy, Inc. to enter into contracts with the eligible contestable customers. Moreover, Open Access also facilitated 
AboitizPower to contract with other RES companies. Currently, AboitizPower has signed contracts equivalent to approximately 
300 MW through its RES companies. 

The ERC issued Resolution 22 Series of 2013.
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ERC issued revised licensing regulations for RES companies operating in the Retail Supply Segment last December 19, 2013.  
Items amended include the following:

• Restriction for Generator, IPPA and DU Affiliates in securing license as a RES company;
• Transfer of live Retail Supply Contracts (RSCs) for RES with expired license to another licensed RES;
• Determination of full retail competition to be made by ERC not later than June 25, 2015;
• Contracted capacities of RES Affiliates to be included in the grid limitations imposed on Generation Companies;
• End-user Affiliate RES limited to supplying up to 50% of its total contestable customer Affiliates;
• RES companies are limited to procuring up to 50% of its generation requirements from Affiliate Generation Companies;
• Annual submission of 5-year Business Plan; and
• Submission of live Retail Supply Contracts for review by the ERC.

 
Since Resolution 22 Series of 2013 limits the retail suppliers and creates non-assurance of renewal of RES license for existing 
retailers, then the Retail Electricity Suppliers Association (RESA) challenged its legality at the Pasig RTC.  Trial is currently on-
going to clarify the legality of such issuance.
 
2. Interim Mindanao Electricity Market (IMEM)

The Department of Energy (DOE) issued Department Circular No. 2013-05-0008 “Promulgating the Interim Mindanao Electricity 
Market Implementing Rules”. Correspondingly, DOE also issued DC No. 2013-09-0020 approving pertinent IMEM Manuals.

The IMEM has the following features:
• Day-ahead pricing and scheduling;
• Zonal pricing
• IMEM is for available resource capacity after taking out bilateral contract quantities
• In-Day Market is for imbalances or deviation from day-ahead schedules only
• Deviations from day-ahead schedule will be subject to penalties and incentives

The IMEM started on December 3, 2013 and the first IMEM billing period ended on December 25, 2013. The first IMEM billing 
period has not been fully settled and succeeding billing periods were still not billed by PEMC.  Since then, the IMEM has been 
under market intervention due to transmission issues effective March 14, 2014.

3. Price Hike Issue for November and December 2013 Billing Months

Due to the maintenance shutdown of Malampaya Natural Gas Field, the dispatch of Natural Gas-fired power plants were affected 
which caused the increase in the WESM prices in November and December 2013 Billing Months. The Supreme Court issued a 
Temporary Restraining Order (TRO) in GR Nos. 210245 and 201255, pegging the generation charge of Meralco to PhP5.6673/
kWh. The TRO should have ended last February 2014, however was extended until April 2014. The extended TRO also includes 
the generators non-collection of the increase in generation charge.

Issuance of ERC Case No. 2014-021MC 

ERC issued ERC Case No. 2014-021 MC “In the Matter of the Prices in the Wholesale Electricity Spot Market (WESM) For the 
Supply Months of November and December 2013 and the Exercise by the Commission of its Regulatory Powers to Intervene 
and Direct the Imposition of Regulated Prices therein without Prejudice to the ongoing Investigation on the Allegation of Anti-
Competitive Behavior and Possible Abuse of Market Power Committed by some WESM Participants” on March 3, 2014. The ERC 
issued an Order to VOID the WESM Prices in Luzon for November and December billing periods and declares the imposition of 
regulated prices in lieu thereof, in the exercise of its police power. 

The ERC Order adjusted prices retroactively. Regulated prices are calculated based on the load weighted average of the ex-post 
nodal energy prices and meter quantity of the same day same interval that have not been administered from December 26, 
2012 to September 25, 2013. The Order includes the availment of oil-based plants of additional compensation to cover their 
full Fuel and Variable O&M Costs. Several subsidiaries and Affiliates of AboitizPower, most notably SNAP Magat, SNAP Benguet, 
APRI, and TLI, will be affected by the decision as they had exposure to the spot market during the November-December period 
either as purchasers (as in the case of TLI), or as sellers.  



Aboitiz Power Corporation114

SEC FORM 20 - IS (INFORMATION STATEMENT)

4. Reserve Market

The DOE issued Department Circular No. DC2013-12-0027, “Declaring the Commercial Launch for the Trading of Ancillary Service 
in Luzon and Visayas under the Philippine Wholesale Electricity Spot Market” dated December 2, 2013. The said Department 
Circular sets the responsibility of the Philippine Electricity Market Corporation (PEMC), NGCP, NEA and all WESM Members with 
regards to the operation of the Reserve Market. 

The trial operations started on February 26, 2014, and PEMC is still reviewing its results before certifying for market readiness. 
The Pricing and Cost Recovery Mechanism of the Reserve Market is still under review by the ERC under ERC Case # 2007-004RC. 
The last hearing was on March 13, 2014.  

The tentative launching of the Reserve Market is on May 26, 2014 for three (3) reserve categories, namely: Frequency Regulation, 
Contingency Reserve and Dispatchable Reserve. The Reserve Market will also include the scheduling of the ancillary services 
under ASPA with NGCP.

Year Ended December 31, 2012 vs. Year Ended December 31, 2011

DISCUSSION ON KEY PERFORMANCE INDICATORS 

Key Performance Indicators 2012
(As Restated)

2011
(As Restated)

Amounts in thousands of Ps, except for financial ratios

SHARE IN NET EARNINGS OF ASSOCIATES 9,939,763 8,437,887

EBITDA 34,241,928 32,880,602

CASH FLOW GENERATED:

Net cash flows from operating activities

Net cash flows (used in) investing activities

Net cash flows from used in financing activities

24,867,739 22,675,901

4,516,210 (5,013,103)

(22,055,061) (12,575,210)

Net Incerease in Cash & Cash Equivalents 7,328,888 5,087,588

Cash & Cash Equivalents, Beginning 23,391,561 18,301,845

Cash & Cash Equivalents, End 30,678,493 23,391,561

CURRENT RATIO 2.65 3.46

DEBT-TO-EQUITY RATIO 0.98 1.20

The Company’s Share in net earnings of associates increased by 18% or by P1.50 bn as compared to the same period last year. 
The following associates contributed to the increase:

• Higher contributions from both SN Aboitiz Power - Magat, Inc. (SNAP-Magat) and SN Aboitiz Power - Benguet, Inc. 
(SNAP-Benguet ).  Both companies saw a drop in ancillary revenues during the year due to lower acceptance on its 
nominated capacities to the National Grid Corporation of the Philippines (NGCP).  Higher sales to the Wholesale 
Electricity Spot Market (WESM) at favorable prices made up for the lower ancillary revenues which allowed both 
companies to continue to be strong contributors to the Group’s net earnings from its associates.

• The Company saw stronger earnings contributions from Cebu Energy Development Corporation (Cebu Energy) this 
year as compared to the prior year.  In the first quarter of 2011, Cebu Energy’s revenues were billed under pre-
commercial operating discounted tariffs compared to full contracted tariffs upon commercial operations in 2012.  
Cebu Energy also managed to realize higher margins on its sales to the Visayas Spot Market during the year.

• Robust growth in the demand for electricity in the franchise area of the Visayan Electric Company, Inc. (VECO), 
coupled with higher earnings contribution from higher margins as a result of the implementation of its approved 
distribution tariff under the Performance Based Regulation (PBR) scheme accounted for the higher contributions 
from this major distribution utility in the Group’s portfolio.
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Current ratio at the end of 2012 is 2.65x from 3.46x of the previous year.  The lower current ratio is due to a higher increase 
in the Group’s current liabilities versus the increase in its current assets.  The increase in current liabilities comes from higher 
balances in Trade and Other Payables as well as higher portions of the long term debt of the group which will be settled within 
the next 12 months.

Debt to equity ratio improved from 1.20 as of December 2011 to 0.98 as of December 31, 2012 (as restated).  This is mainly due 
to the higher increase in equity which exceeds the increase in liabilities.

Results of Operations

The Company’s consolidated net income for the year came in at P24.43 bn as compared to P21.63 bn, a 13% increase (as 
restated).  This year’s results translate to an earnings per share of P3.32.

The Company’s core net income for 2012 amounted to P23.70 bn, a 12% improvement from the previous year.  The following 
transactions were taken into account to arrive at the Company’s Core net income for the year:

• Foreign exchange gains resulting from the revaluation of consolidated dollar-denominated loans and placements 
amounting to P1.5 bn.

• Recognition of one-time expenses due to the following: (1) higher fuel cost booked by its geothermal assets due to 
reimbursement made to its steam supplier for expenses incurred from previous years; (2) the downward revenue 
adjustment of a wholly-owned Subsidiary as a result of an Energy Regulatory Commission (ERC) ruling regarding its 
ancillary services contract; (3) the debt prepayment cost incurred by the Company; and (4) the recognition by the 
Company of a one-time, non-recurring expense due to the write-off of deferred tax assets related to the expiring 
NOLCO and expiring minimum corporate income tax (MCIT).

All in all, the Group recognized P705 mn in non-recurring gain in 2012.

Power Generation

The Generation Group continues to be a dependable contributor to the earnings of the Company accounting for 89% of the 
Company’s earnings.  This year the group contributed P22.76 bn, an 11% improvement from last year’s contribution of P20.43 
bn.

Higher outage levels as well as increase in demand brought about by increased economic activity and warmer temperatures, 
drove the increase in the Group’s average selling price for its power.  Average selling prices went up by 3% during the year driven 
mostly by the Group’s sales to the spot market.

Volume sold also registered a 13% YOY increase from 9,422 GWh to 10,660 GWh.  This comes primarily from more bilateral 
contracts served during the period which increased by 17% YOY.  On a capacity basis, the Company’s attributable sales increased 
by 9% YOY, from 1,413 MW to 1,547 MW, given the rising capacity sales through bilateral contracts.  Capacity sold factors in 
general rose during the year, with the coal, geothermal and oil plants registering at 74%, 85%, and 93%, respectively.  Lower 
than projected acceptance of ancillary capacity nominations led to lower capacity sold factors of the large hydros which came 
in at 86% by the end of 2012.

The partial completion of the rehabilitation of the Binga (2 of 4 units) hydropower plant coupled with the commercial operation 
of the 4-MW Irisan Greenfield hydropower plant resulted to a marginal increase in the Company’s attributable capacity to 2,353 
MW as of end-December 2012. 

Power Distribution

Income contribution from the power Distribution Group went up by 16%, contributing P2.80 bn from P2.41 bn from the previous 
year, due to higher electricity sales and higher gross margins.  Total attributable electricity sales grew by 6% from 3,727 GWh to 
3,934 GWh.  Electricity sales went up in all of the Distribution Utilities’ customer segments, led by the industrial segment which 
went up by 6%, fueled by the country’s increased economic activity.  Sales to residential customers went up by 5% while the 
commercial segment went up by 3%.  The group’s average gross margin for 2012 improved by 11% YOY to P1.60/kWh, mainly 
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due to the implementation of the Distribution Utilities’ approved rates under the PBR.  Gross margins were further enhanced 
by the reduced systems losses of VECO and Cotabato Light and Power Company (Cotabato Light), with reductions to their level 
of system loss by 0.8 and 0.9 percentage points, respectively, as a result of initiatives implemented during the period in review.

Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income

Consolidated Statements of Income

Consolidated net income attributable to equity holders of the Parent increased by 13% from P21.63 bn in 2011 (as restated) to 
P24.43 bn in 2012 (as restated).  The various movements in the revenue and expense items are shown below to account for the 
said increase: 

Consolidated Net Income Attributable to the Equity Holders of the Parent for 2011 (As Restated) P21,632,264

Increase in operating revenues 7,677,528

Increase in operating expenses (7,610,966)

Increase in share in net earnings of associates 1,501,876

Increase in interest income 67,392

Decrease in interest expense 343,733

Increase in other income 1,290,757

Higher provision for taxes (262,964)

Increase in income attributable to non-controlling interests (213,912)

Total 2,793,944

Consolidated Net Income Attributable to Equity Holders of the Parent for 2012 (As Restated) P24,425,708

Operating Revenues
(14% increase from P54.48 bn to P62.15 bn)

Consolidated operating revenues shored in by the Generation segment increased by 15% from P39.94 bn to P46.03 bn.  Higher 
revenues at Therma Luzon, Inc. (TLI) made up 70% of the increase due to higher volume in electricity sold.  Higher operating 
revenues at AP Renewables, Inc. (APRI), a geothermal plant, make up a significant portion of the balance which went up by 8% 
versus the prior year due to the combined effects of higher electricity sales and better prices.

The distribution segment also increased its operating revenues from P14.36 bn in 2011 to P15.85 bn in 2012.  The 10% increase 
is mainly attributable to higher revenues at Davao Light & Power Company, Inc. (Davao Light) due to its PBR adjusted tariffs and 
higher electricity sales.  Subic EnerZone Corporation (SEZ) likewise contributed to the increase which also comes from its PBR 
adjusted tariffs.

Operating Expenses (As Restated)
(22% increase from P34.09 bn to P41.70 bn)

Overall, consolidated operating expenses went up by P7.61 bn versus the previous year.  The increases are accounted for as 
follows:

• Cost of generated power increased by 48% or P3.64 bn.  The increase is accounted for mainly by costs at TLI and Therma 
Marine, Inc. (TMI) which consumed more fuel resulting from higher dispatch.  Fuel costs at both companies are also 
slightly higher than the previous year.  Cebu Private Power Corporation (CPPC) also saw its fuel costs increase in 2012.  
Cost of generated power at APRI due to higher steam costs also contributed to the higher cost of generated power.

• Cost of purchased power increased by 26% or P1.98 bn.  The increase comes from (a) higher purchased power costs at 
APRI as it purchased to cover its generation shortfall and (b) higher cost of purchased power at Davao Light.

• General and Administrative expenses are higher by P1.12 bn.  This arose from (a) higher provisions taken up for trade 
receivables and (b) higher outside services.
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Share in Net Earnings of Associates (As Restated)
(18% increase from P8.44 bn to P9.94 bn)

SNAP–Magat and SNAP-Benguet managed to provide a combined increase in contribution of P1.48 bn more than last year.  
Despite the lower contribution coming from its sales on ancillary services, the better than projected sales and pricing to the 
WESM has continued to buoy the contributions from the two large hydropower companies.

Cebu Energy also had higher contributions this year owing to contracted tariffs during the year compared to pre-operating 
selling prices in the first two months of last year.  Cebu Energy sales to the Visayas Spot Market further augmented its bottom 
line contributions.

VECO continues to provide higher contributions driven by better gross margins and higher electricity sales.  The robust 
contributions by the above mentioned companies were dampened by the lower contributions from STEAG State Power, Inc. 
(STEAG Power) as a contractual rebasing of its tariffs led to lower gross margins.

Interest Income
(8% increase from P862 mn to P929 mn)

During the year, the average cash balances held by the Company as well as at its Subsidiaries were higher than the average 
balances carried during most of 2011.  The robust cash position resulted in the increase in Interest Income recognized for the 
period in review.

Interest Expense
(5% decrease from P7.35 bn to P7 bn)

Interest expense declined by P344 mn mainly due to the Company’s lower debt balances through most of 2012 as compared to 
2011.  The Company prepaid most of its Long Term Debt in the past year.

Other Income - net
(186% increase from P693 mn to P1.98 bn)

The increase in Other Income is mainly due to higher unrealized foreign exchange (FX) gains recognized at TLI from the 
restatement of its dollar-denominated debt in contrast with unrealized FX losses taken up in 2011.

Provision for Taxes
(24% increase from P1.12 bn to P1.39 bn)

The 24% increase in the provisions made for taxes totalling P266 mn is primarily coming from the take up of higher deferred tax 
provisions at TLI compared to provisions taken up in the previous year.

Net Income Attributable to Non-controlling Interests (As Restated)
(78% increase from P276 mn to P490 mn)

The increase in net income attributable to minority interests was largely due to the increase in Abovant Holdings, Inc.’s (Abovant) 
earnings for the period of which 40% is for the account of the minority shareholders.  Abovant’s associate Cebu Energy improved 
its contributions over that of 2011 as it managed to bill better tariffs and higher sales to the spot market during the year.  The 
balance of the increase is due to the take up of the minority shareholder’s participation in the increase in CPPC’s net income.

Consolidated Statements of Comprehensive Income (As Restated)

Consolidated comprehensive income attributable to equity holders of the Parent increased from P20.84 bn in 2011 to P24 bn in 
2012.  The increase is mainly due to the increase in consolidated net income recognized during the period. 

Changes to PAS 19 required the recognition of actuarial gains and losses in Other Comprehensive Income.  The change resulted 
to a P34 mn in comprehensive loss presented in the Consolidated Statements of Comprehensive Income.
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Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity

Assets

Total assets as of December 31, 2012 increased by P9.73 bn or 6% versus total assets as of December 31, 2011.  The major 
changes in the balance sheet accounts are discussed below.

a) Cash and Cash Equivalents grew by 31% from P23.39 bn as of December 31, 2011 to P30.68 bn as of December 31, 
2012.  The biggest increase in cash balances are at TLI and APRI as cash flows from their operating activities increased 
their cash balances as of year-end.

b) Trade and Other Receivables decreased by 14%.  The decrease is mostly accounted for by the payment of P2.5 bn in 
dividends by one of the Company’s associates which was outstanding as of year end 2011.  This decrease was offset by 
an increase in Trade and Other Receivables at TLI.

c) Other Current Assets decreased by 6% (from P1.11 bn in 2011 to P1.04 bn in 2012) mainly due to a decrease in input 
VAT particularly at APRI during the period in review.

d) Property, Plant and Equipment increased by 8% or P6.44 bn.  The increase is due to the on going construction of a 300-
MW Coal-fired Power Plant in Davao through a 100%-owned Subsidiary TSI.  The balance of the increase is from the on 
going rehabilitation at Tiwi-MakBan geothermal plants under APRI.

e) Intangible Assets decreased by P477 mn during the year as amortization during the year is recognized.

f) Investment in and Advances to Associate (as restated) decreased by P3.26 bn resulting from cash dividends received 
during the year.

g) Net Pension Assets (as restated) significantly increased as significant contributions were made by TSI to its retirement 
fund.

h) Deferred Income Tax Assets (as restated) decreased by 22% due to the write-off of deferred tax assets by the Company 
as it related to the expiring NOLCO and expiring minimum corporate income tax (MCIT).

i) Other Noncurrent Assets increased by 32% (from P3.95 bn in 2011 to P5.21 bn in 2012) mostly from the recognition 
of Other Noncurrent Assets at APRI relating to its Input VAT.  Similarly, Other Noncurrent Assets at TSI also increased 
during the year.

Liabilities

Consolidated liabilities decreased by 3% from P83.51 bn as of December 31, 2011 to P80.65 bn as of December 31, 2012.

a) Bank Loans decreased by 21% or P338 mn as Hedcor, Inc. (Hedcor), Davao Light and Cotabato Light paid down short 
term bank loans which were availed to meet working capital requirements.

b) Trade and Other Payables rose by 41% or P2.93 bn mainly from the recognition of dividends payable by the Company 
after a special cash dividend was declared in November 2012.  Aside from the recognition of the dividend payables, 
this account also increased as higher costs leading to increase in payables are recognized at TMI while at APRI, rehab 
related expenses increased its payable balances.

c) Derivative Liability went up by P21 mn as it relates to an interest rate swap agreement entered into by Luzon Hydro 
Corporation (LHC) in order to hedge its floating rate exposure on its loan.

d) Income Tax Payable decreased by 13% due to lower provisions taken up at Davao Light and CPPC. 

e) Long Term Debt decreased by P7.63 bn arising mainly from the following payments made by the Company during the 
year:
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i. Prepayment of P5.0 bn of its 2009 Fixed Rate Corporate Notes;
ii. Prepayment of P2.29 bn of its 5-year Retail Bonds;
iii. Prepayment of P543 mn of its 7-year 2008 Fixed Rate Corporate Notes; and
iv. Payment of P705.6 mn of the maturing portion of its Retail Bonds.

f) Finance Lease Obligations recognized at TLI increased by 3% or P1.67 bn, as accreted interest expenses on the Finance 
Lease Obligation exceeds the amount of monthly payments made to PSALM.

g) Payable to preferred shareholders of a subsidiary inclusive of current portion decreased by 27% or P17 mn as payments 
to preferred shareholders were made in the first quarter of the year.

h) The bulk of the increase in Customer Deposits which increased by 11% or P240 mn was mainly due to new connections 
in the franchise area of Davao Light as its customer base continues to grow.

i) Pension Liability (as restated) decreased by 9% or P20 mn as obligations were funded during the year.

j) Deferred Income Tax Liabilities (as restated) increased by 82% or P303 mn due to TLI’s recognition of corresponding 
income tax provision on the unrealized FX gains on TLI’s dollar obligations to PSALM beyond its income tax holiday 
period.

Equity (As Restated)

Equity attributable to equity holders of the Parent increased from P68.23 bn as of December 31, 2011 to P80.89 bn as of 
December 31, 2012.  The increase is mainly due to the increase in retained earnings which went up by P13.07 bn as a result of 
the consolidated net income recorded for the period under review of P24.41 bn and net of the cash dividends declared during 
the period which totaled to P11.33 bn.

Material Changes in Liquidity and Cash Reserves of Registrant

Cash and Cash Equivalents grew by 31% from P23.39 bn as of December 31, 2011 to P30.68 bn as of December 31, 2012.  Cash 
generated from the Group’s operations was the largest source of cash inflow bringing in P24.84 bn during the year, an increase 
of P2.27 bn versus last year.  The Company’s strong earnings continue to be the major driver in the Company’s cash position.

The Group’s cash flows from investing activities went from a net outflow of P4.98 bn in 2011 to a net inflow of P4.54 bn during 
the year.  This is mainly driven by P13.98 bn in dividends received.  Investments into capital expenditures for Property Plant and 
Equipment continue to be made by the Group, which accounted for investment cash outflows of P9.86 bn.

Cash flows used in financing activities in 2012 totalled P22.06 bn versus P12.58 bn in 2011.  This substantial increase in cash 
outflow is due to (a) P9.71 bn in dividends paid during the year (b) long term debt payments made totalling P9.16 bn and (c) 
payments to settle finance lease obligations of P2.48 bn.

All of the above accounts for the increase in Cash and Cash Equivalents during the year.

Financial Ratios

Current Ratio at the end of the year is 2.65x from 3.46x in the previous year.  The lower current ratio is due to a higher increase 
in the Group’s current liabilities versus the increase in its current assets.  The increase in current liabilities comes from higher 
balances in Trade and Other Payables as well as higher portions of the long term debt of the group which will be settled within 
the next 12 months.

 
Debt to Equity Ratio (as restated) improved from 1.20 as of December 2011 to 0.98 as of December 31, 2012.  This is mainly due 
to the higher increase in equity which exceeds the increase in liabilities.
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 Year Ended December 31, 2011 vs. Year Ended December 31, 2010

DISCUSSION ON KEY PERFORMANCE INDICATORS 

Key Performance Indicators 2011
(As Restated)

2010

Amounts in thousands of Ps, except for fianancial ratios

SHARE IN NET EARNINGS OF ASSOCIATES 8,437,887 4,625,883

EBITDA 32,880,602 34,361,919

CASH FLOW GENERATED:

Net cash flows from operating activities

Net cash flows (used in) investing activities

Net cash flows from used in financing activities

22,675,901 26,865,378

(5,013,103) (3,958,240)

(12,575,210) (8,358,116)

Net Increase in Cash & Cash Equivalents 5,087,588 14,549,022

Cash & Cash Equivalents, Beginning 18,301,845 3,814,906

Cash & Cash Equivalents, End 23,391,561 18,301,845

CURRENT RATIO 3.46 2.58

DEBT-TO-EQUITY RATIO 1.20 1.33

The Company’s Share in Net Earnings of Associates for the year rose significantly as compared to last year.  The increase can be 
attributed to the contributions from the following associates:

• SNAP-Magat increased acceptance of its nominated capacities to the NGCP led to the significant jump in its 
ancillary revenues during the year.

• STEAG Power, the operator of a 232-MW coal plant in Misamis Oriental, managed to raise its earnings 
contribution this year due to higher revenues coming from the effects of an increase in a major index in 
its pricing formula.  STEAG Power also booked a non-recurring gain on collections of prior years’ cost 
reimbursements from the NPC relating to its fuel importation.

• Cebu Energy fresh earnings contributions following the start of the commercial operations of its 246-MW Coal 
Plant in Toledo, Cebu last February 2011.

• VECO’s higher earnings contribution from higher margins as a result of the implementation of its approved 
distribution tariff under the PBR scheme.

Current ratio improved from 2.58 to 3.46 due to the significant upsurge in current assets coupled with a decrease in current 
liabilities versus 2010 year-end levels.  The growth in cash, trade and other receivables, and other current assets account for the 
increase in current assets.

Debt to equity ratio also improved from 1.33 as of December 31, 2010 to 1.20 (as restated) as of December 31, 2011.  This is 
mainly due to the buildup of equity which exceeds the increase in liabilities.

Results of Operations

The Company’s consolidated net income (as restated) came in at P21.63 bn, 14% lower than the P25.04 bn realized in the prior 
year.  The year 2011’s results translate to an earnings per share of P2.94.
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After adjusting for non-recurring items, the Company’s core net income for 2011 amounted to P21.12 bn, 14% lower than that of 
the previous year.  Core net income for the year was arrived at after adjusting for the effects of the revaluation of consolidated 
dollar denominated loans and placements which led to a P164 mn non-recurring loss.  The Company also recognized P663 mn 
in one off-gains relating to the [1] revenue adjustments at a wholly-owned Subsidiary resulting from a favorable ruling by the 
industry regulator on its tariff structure for an ancillary services contract; [2] reversal of the 2010 accrued expenses relating to an 
IPPA contract of a Subsidiary; [3] cost reimbursements relating to fuel importation realized by one of the Company’s associates; 
and [4] non-recurring fees were expensed by the Company relating to a prepayment of an outstanding loan in the last quarter 
of the year.

 
Power Generation

The Generation Companies continue to be a dependable contributor to the earnings of the Company accounting for 89% of 
the Company’s earnings. In 2011, the Generation Companies contributed P20.4 bn, a 16% decline from 2010’s contribution of 
P24.39 bn.

The Generation Companies’ lower contributions can be attributed to both demand and supply factors.  Demand for electricity 
remained relatively flat during the year, while on the supply side, there was a significant reduction of plant outages in 2011 for 
the Luzon-based power plants.  Both these factors led to a softening of spot market prices which translated to lower average 
selling prices for the Group which dropped by 7% as compared to previous years.  Volume sold also declined by 3% as compared 
to 2010’s sales.  Net generation for 2011 was 9,422 GWh versus 9,762 GWh in 2010. As a result of low prices that prevailed in 
the WESM, lower spot market transactions were made in 2011.

TLI, the IPPA of the Pagbilao coal-fired power plant, experienced a margin squeeze as fuel costs increased.  The increase in coal 
prices during the period affected TLI as majority of its bilateral contracts are currently pegged to the NPC Time-of-Use rates 
which do not allow for a full pass through of its fuel costs.

For the period under review, ancillary service revenues of SNAP-Magat and SNAP-Benguet went up significantly over 2010.  
Higher water levels enhanced the plants’ capability to provide ancillary services, and higher level of acceptance of nominated 
capacities by the NGCP.  The income contribution from both companies when combined was higher by 81% over that of 2010.  
The significant contribution, particularly of SNAP-Magat, cushioned the impact of the decline for the Power Generation group 
resulting from selling price and volume variances.

Further mitigating the lower earnings are as follows: [1] higher contributions from TMI resulting from tariff adjustments 
approved by the ERC in the early part of 2011, [2] the full year contributions from Hedcor Sibulan, [3] the earnings from Cebu 
Energy upon full commercial operations, and [4] the robust contribution from STEAG Power due to higher margins over coal and 
costs recoveries on its fuel importations.

Power Distribution

The Distribution Utilities contributed P2.41 bn from a prior year contribution of P1.93 bn.  The Distriution Utilities’ 25% increase 
in income contribution came as a result of higher electricity sales and average gross margins.  Total attributable electricity sales 
grew by 3% from 3,606 GWh to 3,727 GWh, mostly from growth coming from its industrial segment.  Average gross margins 
meanwhile went up by 15% to P1.44 per kWh resulting from the implementation of the approved distribution tariffs of some 
of the Company’s Distribution Utilities under the PBR.  Davao Light also had higher contributions in 2011 due to a significant 
reduction in its operating costs.  The higher availability of power supply to its franchise area did not require Davao Light to run 
its back up power plant leading to a decrease in plant related expenses. 



Aboitiz Power Corporation122

SEC FORM 20 - IS (INFORMATION STATEMENT)

Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income

Consolidated Statements of Income

Consolidated net income attributable to equity holders of the Parent Company decreased by 14% from P25.04 bn in 2010 to 
P21.63 bn in 2011 (as restated).  The various movements in the revenue and expense items are shown below to account for the 
decrease:

Consolidated Net Income Attributable to the Equity Holders of the Parent for 2010 P25,041,116

Increase in operating revenues (5,075,821)

Increase in operating expenses (766,560)

Increase in share in net earnings of associates 3,812,004

Increase in interest income 637,363

Decrease in interest expense (667,282)

Increase in other income (907,550)

Higher provision for taxes (206,906)

Increase in income attributable to non-controlling interests (234,100)

Total (3,408,352)

Consolidated Net Income Attributable to Equity Holders of the Parent for 2011 (as restated) P21,632,264

Operating Revenues
(9% decrease from P59.55 bn to P54.48 bn)

TLI’s revenues declined by 22% to P4.83 bn.  This is mainly due to a decrease in its average selling prices which went down by 
18% YoY as a result of the lower WESM prices in 2011, as well as a 4% decline in volume sold.

APRI likewise experienced a drop in its revenues by 10% to P1.66 bn.  Average selling prices went down by 5%, while volume sold 
decreased by the same percentage compared to prior year.

The decrease enumerated above was partly mitigated by the P633 mn in fresh revenues from newly consolidated Subsidiary 
LHC, as well as from higher revenues from Distribution Utilities.

Operating Expenses (As Restated)
(2% increase from P33.32 bn to P34.09 bn)

The 2% increase in Operating Expenses mainly came from higher cost of generated power as fuel costs increased particularly for 
TLI, a coal-fired power plant.

Share in Net Earnings of Associates (As Restated)
(82% increase from P4.63 bn to P8.44 bn)

The combined contributions of SNAP-Magat and SNAP-Benguet rose by 81% compared to 2010’s contributions, driven by higher 
revenues arising from increased acceptance in ancillary service nominations.  The biggest slice of the contribution came from 
SNAP-Magat which managed to double its earnings contributions from prior years.

Higher coal margins and a non recurring fuel cost reimbursement allowed STEAG Power to increase its contributions to its share 
in net earnings.

Higher margins from improved tariffs under the PBR scheme as approved by the ERC allowed VECO to post higher earnings 
contributions for 2011.
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Rounding up the net earnings from associates are the fresh income contributions of Cebu Energy, which started full commercial 
operations in February of 2011.

Interest Income
(284% increase from P224 mn to P862 mn)

During the year 2011, the average cash balances held by the Company, as well as at its Subsidiaries, were higher than the 
average balances carried during most of 2010.  The robust cash position resulted in the increase in Interest Income recognized 
for the period in review.

Interest Expense
(10% increase from P6.68 bn to P7.35 bn)

Over half of the increase in Interest Expense is due to higher accreted interest on the finance lease obligation of TLI.  The 
remaining increase is due to higher interest expenses for the Company in 2011 as it managed to raise P5 bn in fixed rate notes 
in the first half of the year.

Other Income
(57% decrease from P1.60 bn to P693 mn)

The large swing in Other Income by P907 mn is mainly due to an unrealized foreign exchange (FX) loss of P164 mn in 2011 
was compared to the P1.01 bn unrealized FX gains in 2010.  The significant decrease in unrealized FX gains was the result of 
the restatement of the dollar-denominated portion of TLI ‘s finance lease.  TLI recorded a large FX gain due to a higher peso 
appreciation.

Net Income Attributable to Non-controlling Interests (As Restated)

The 558% increase in Net Income Attributable to Non-controlling Interests was largely due to the increase in Abovant’s earnings 
for the period of which 40% is for the account of the minority shareholders.  Abovant’s associate, Cebu Energy, started its full 
commercial operations in 2011.  The balance of the increase is due to the recognition by the Company of the 40% minority 
shareholder’s participation in CPPC’s increase in net income.

Consolidated Statements of Comprehensive Income

Consolidated Comprehensive Income Attributable to Equity Holders of the Parent Company declined 16% YOY, from P25.06 bn 
to P21.07 bn (as restated).  This was mainly due to the decline in the consolidated net income for the period under review.

Changes to PAS 19 required the recognition of actuarial gain and losses in Other Comprehensive Income.  The change reesulted 
to a P134 mn in comprehensive loss presented in the Consolidated Statements of Comprehensive Income.

Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity

Assets

Total assets as of December 31, 2011 in the amount of P153.53 bn increased by 14% versus total assets as of December 31, 2010 
of P134.56 bn.  The major changes in the balance sheet accounts are discussed below:

a) Cash and Cash Equivalents increased by 28% (from P18.30 bn ending December 2010 to P23.39 bn ending December 
2011).  The robust cash flows from operations of TLI and ARI resulted to large cash balances held at both companies at 
year end.  The Company also consolidates for the first time, the cash held by newly consolidated company LHC.  These 
increases mitigated the decline in cash at Parent level following the prepayment of the P3.33 bn fixed rate notes prior 
to year end.
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b) Trade and Other Receivables increased by 40% (from P6.81 bn as of December 31, 2010 to P9.51 bn as of December 
31, 2011).  This is due to the P2.5 bn in dividends receivable from one of the Company’s associates.  The remaining 
increase is attributable to higher Trade Receivables at TMI as it awaits the collection of receivables arising from its tariff 
adjustments and the recognition of the Trade Receivables of newly consolidated LHC.

c) The 18% (P328 mn) increase in Inventories is primarily due to higher cost of fuel inventories at TLI and TMI, as global 
fuel prices increased during the year.

d) Other Current Assets increased by 15% (from P959 mn in December 31, 2010 to P1.11 bn in December 31, 2011) mainly 
due to build-up of input VAT by power generation subsidiaries during the period in review.

e) The 6% increase in Property, Plant and Equipment is mostly due to the recent acquisition by Therma Mobile of four 
barge-mounted floating power plants in May 2011. APRI’s cost of plant rehabilitation and the capital expenditures of 
the distribution group also accounted for some of the increase.  The increase is net of depreciation expense booked 
during the period under review.

f) As a result of the consolidation of the accounts of the newly qualified subsidiary, LHC, the Intangible Asset - Service 
Concession Rights account went up by P3.22 bn.  LHC’s power plant is recorded as an intangible asset under IFRIC 12.  
The intangible asset is amortized using the straightline method over 25 years, which is the service concession period, 
and assessed for impairment whenever there is an indication that the asset is impaired.

g) Net Pension Assets (as restated) declined by 97% resulting from the effects of the changes to PAS 19 wherein actuarial 
losses are immediately recognized.

h) Deferred Income Tax Assets (as restated) increased by 46% mainly due to the consolidation of the deferred tax assets 
of newly qualified subsidiary, LHC.

i) Other Noncurrent Assets increased by 223% (from P1.23 bn as of December 31, 2010 to P3.95 bn as of December 31, 
2011) mainly due to the P2.24 bn advance payments made to suppliers for the purchase of turbines and other related 
costs by TSI.

Liabilities

Consolidated liabilities increased by 8% from P76.82 bn as of December 31, 2010 to P83.51 bn as of December 31, 2011.  The 
significant accounts contributing to the increase are as follows:

a) Bank Loans decreased (from P1.98 bn in December 31, 2010 to P1.61 bn in December 31, 2011).  During the year AP 
Parent paid its P1.29 bn short term bank loans.  On the other hand, the Company’s wholly-owned Subsidiary Hedcor 
and certain Distribution Utilities availed of short term bank loans to meet their respective working capital requirements.  
All of the above resulted to the 18% decrease in bank loans by year-end of 2011.

b) Income Tax Payable increased by 21% (from P180 mn in December 31, 2010 to P143 mn in December 31, 2011), mainly 
due to the higher current tax provision of the Group.

c) Payable to Preferred Shareholders of a Subsidiary inclusive of current portion decreased by 18% or P14 mn as payments 
to preferred shareholders were made during the year 2011.

d) Long-term Debt had a net increase of P2.10 bn resulting from the following financing activities during the year 2011.

• The Company’s issuance of P5 bn corporate fixed rate notes.  The Company likewise prepaid P3.33 bn in fixed rate 
corporate notes in the last quarter of the year of 2011.

• First time consolidation P521 mn of outstanding LHC long-term debt.
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• P565 mn new long-term loan availed by SEZ net of the P119 mn payment of an old debt.

The 13% increase in long-term debt is net of timely amortization payments on existing loans.

e) Finance Lease Obligations recognized at TLI increased by 9% or P4.41 bn as accreted interest expenses on the finance 
lease obligation exceeds the amount of monthly payments made to PSALM.

f) The bulk of the P160 mn increase in Customer Deposits was mainly due to new connections in the franchise area of 
Davao Light as its customer base continues to grow.

g) Net pension liabilities (as restated) to comply with the changes of PAS 19 increased by P218 mn due to recognition of 
actuarial losses.

h) Deferred Income Tax Liability increased due to TLI’s recognition of corresponding income tax provision on the unrealized 
FX gains on TLI’s dollar obligations to PSALM beyond its income tax holiday period.

Equity

Equity attributable to equity holders of the Parent increased from P57.33 bn as of December 2010 to P68.23 bn as of December 
31, 2011 (as restated).  This increase is mainly due to the increase in retained earnings by P11.89 bn as a result of the consolidated 
net income recorded for the period under review of P21.63 bn net of the dividend payment of P9.71 bn in April 5, 2011.

Material Changes in Liquidity and Cash Reserves of Registrant

Cash and cash equivalents grew by 28% from P18.30 bn as of December 31, 2010 to P23.39 bn as of December 31, 2011.

Cash generated from the Group’s operations was the largest source of cash inflow bringing in P22.68 bn during the year 2011. 
This amount is lower by 16% when compared to the cash generated by operations in the prior year as the Group recognized 
lower income before income tax during the year 2011.

The cash used in the Group’s investing activities went primarily to investments in the acquisition, purchase or construction of 
new assets which increased the Group’s property, plant and equipment portfolio by P7.46 bn for the year 2011.  Advances were 
also made to a supplier for a major part of an on-going construction of a power plant.  These outflows were partly mitigated by 
cash dividends received totaling P3.98 bn.

There was a significant amount of cash used in financing activites as the Group paid P9.71 bn in dividends during the year 2011. 
Payments for long-term debt totaling P4.21 bn were also made during the year 2011, as well as payments on the Finance Lease 
Obligation of P1.09 bn.  Interest payments on existing obligations were timely made and short term bank loans were likewise 
paid.  The outflows for these financing activities were cushioned by the availment of a long term debt resulting to a cash inflow 
of P5.52 bn.

The above activities resulted to an upward change in cash of P5.09 bn.

Financial Ratios

Current ratio improved from 2.58 to 3.46 due to the significant increase in current assets coupled with a slight decrease in 
current liabilities versus 2010 year end levels.  The significant growth in cash, trade and other receivables, inventories and other 
current assets account for the increase in current assets.

Debt to equity ratio also improved from 1.33 as of December 31, 2010 to 1.20 as of December 31, 2011 (as restated).  This is 
mainly due to the buildup of equity which exceeded the increase in liabilities.
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Item 7. Financial Statements

The consolidated financial statements of AboitizPower are incorporated herein by reference. The schedules listed in the 
accompanying Index to Supplementary Schedules are filed as part of this SEC Form 20-IS.

Item 8. Information on Independent Accountant and Other Related Matters

(A)  External Audit Fees and Services

The following table sets out the aggregate fees billed to the Company for each of the last two years for professional 
services rendered by SGV.

Fee Type 2013 2012

Audit Fees P348,000 P331,000

Tax Fees - -

All Other Fees P725,000 -

Total P1,073,000 P331,000

As a policy, the Board Audit Committee makes recommendations to the Board of Directors concerning the choice of 
external auditor and pre-approves audit plans, scope and frequency before the audit is conducted.

Audit services of SGV for 2013 and 2012 were pre-approved by the Board Audit Committee. The Board Audit Committee 
also reviewed the extent and nature of these services to ensure that the independence of the external
auditors was preserved.

SGV does not have any direct or indirect interest in the Company.

(B) Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

The SGV accounting firm has been AboitizPower’s Independent Public Accountant for the last 15 years. Ms. Leovina 
Mae V. Chu is AboitizPower’s audit partner for 2013. She replaced Mr. Ladislao Z. Avila, Jr., who served as audit partner 
in 2011. AboitizPower complies with the requirements of Section 3(b)(ix) of SRC Rule 68 on the rotation of external 
auditors or signing partners and the two-year cooling off period. Representatives of SGV will be present during the 
annual meeting and will be given the opportunity to make a statement if they so desire.  They are also expected to 
respond to appropriate questions if needed.

There was no event in the past 15 years where AboitizPower and SGV or the handling partner had any disagreement
with regard to any matter relating to accounting principles or practices, financial statements, disclosures or auditing
scopes or procedures.

In its regular meeting on February 27, 2014, the Board Corporate Governance Committee of AboitizPower approved 
the inclusion in the Agenda for the 2014 Annual Stockholders’ Meeting, a proposal to delegate to the Board the 
authority to appoint the Company’s external auditors for 2014.  The proposal is intended to give the Board Audit 
Committee sufficient time to evaluate the different auditing firms who have submitted engagement proposals to act as 
AboitizPower’s external auditor for 2014. As a matter of policy, the Board Audit Committee makes recommendation to 
the Board concerning the choice of external auditor. Mr. Jose R. Facundo is the Chairman of the Board Audit Committee. 
The members are Messrs. Romeo L. Bernardo, Alfonso A. Uy, Mikel A. Aboitiz and Jaime Jose Y. Aboitiz.
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 PART III – CORPORATE GOVERNANCE

AboitizPower has a Manual of Corporate Governance (Manual) and Code of Ethics and Business Conduct (Code) to guide the 
attainment of its corporate goals and strategies.  To ensure compliance, copies of the Manual and the Code were disseminated 
to the Board of Directors, management and employees of AboitizPower.  Company-wide orientations on the Manual and the 
Code were conducted as well.

AboitizPower has in place a performance evaluation system for corporate governance.  It also participated, and intends to 
participate, in the annual Corporate Governance Scorecard Surveys of the SEC, PSE and the Institute of Corporate Directors 
(ICD) to benchmark its corporate governance practices against best practices.  AboitizPower likewise participates in the ASEAN 
Corporate Governance Scorecard, which was adopted by the Philippines in September 2012.  The Compliance Officer regularly 
monitors and evaluates compliance by the Board of Directors, management and employees to the Manual, the Code, other 
company policies, and existing laws and regulations.  Together with the Human Resources Department, the Compliance 
Officer also ensures the implementation of AboitizPower’s rule against conflicts of interests and the misuse of confidential and 
proprietary information throughout the organization.

The Compliance Officer regularly reports to the Board Corporate Governance Committee and the Board Audit Committee 
the Company’s compliance status with existing laws and regulations, as well as the Board’s, management’s and employees’ 
compliance with internal governance policies.

Corporate governance is further fostered by the Board’s active role in reviewing and approving corporate goals and strategies set 
by management, as well as in monitoring and evaluating management performance in meeting such goals. The different Board 
committees - Audit, Corporate Governance, and Risk and Reputation Management - report regularly to the Board and are crucial 
in maintaining Board oversight in key management areas.

There are no major deviations from the Manual as of the date of this report.  The Board of Directors regularly reviews the 
Manual to ensure that the same remains relevant and responsive to the needs of the organization.

A copy of the complete Corporate Governance Report (CG Report) of the Chief Compliance Officer is available at www.
aboitizpower.com/AP/7983:Annual-Corporate-Governance-Report.html.  A condensed copy of the CG Report is also included in 
the Company’s Annual Report and can be accessed at http://www.aboitizpower.com/AP/5672:apvx-downloads.html.

Board Attendance

The Board’s primary objectives are to improve shareholder returns, to develop responsible long-term investments, and achieve 
disciplined and sustainable growth.  To this end, board attendance and active participation during board meetings are encouraged 
from directors.  Attendance during board meetings are closely monitored and reported by the Chief Compiance Officer to the 
SEC and PSE, and uploaded in the Corporate Governance webpage of the Company.

In 2013, the Board held eight regular and special meetings. Below is a summary of the attendance of the Directors.

DIRECTORS

REGULAR AND SPECIAL MEETINGS 2013

31-Jan 
Regular

5-Mar 
Special

21-Mar 
Regular

20-May 
Regular

31-Jul 
Regular

26-Sept 
Regular

27-Nov     
Regular

16-Dec        
(Board 

Retreat) 

Enrique M. Aboitiz Jr. P P P P P P P P

Jon Ramon Aboitiz P P P P P P P P

Erramon I. Aboitiz P P P P P P P P

Antonio R. Moraza P P P P P P P P

Mikel A. Aboitiz P P P P P P P P

Jaime Jose Y. Aboitiz P P P P P P P P

Jose R. Facundo
(Independent Director)

P P P A P P P P
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DIRECTORS

REGULAR AND SPECIAL MEETINGS 2013

31-Jan 
Regular

5-Mar 
Special

21-Mar 
Regular

20-May 
Regular

31-Jul 
Regular

26-Sept 
Regular

27-Nov     
Regular

16-Dec        
(Board 

Retreat) 

Romeo L. Bernardo
(Independent Director)

P P P P P P P P

Jakob G. Disch
(Independent Director until May 
20, 2013)

P P P P N/A N/A N/A N/A

Alfonso A. Uy
(Independent Director appointed 
on May 20, 2013)

N/A N/A N/A N/A P P P P

TOTAL NO. OF DIRECTORS PRESENT 9 9 9 8 9 9 9 9

PERCENTAGE NO. OF DIRECTORS 
PRESENT IN EACH MEETING

100.00% 100.00% 100.00% 88.89% 100.00% 100.00% 100.00% 100.00%

Legend: P - Present    A – Absent

Pursuant to SEC Memorandum Circular No. 1-2014, the Company reported the attendance of the Board of Directors 
for the year 2013 to the SEC and the PSE.  A copy of the report was uploaded in the Company’s website and can be 
accessed at http://www.aboitizpower.com/templates/ap_corpgov/reports/Annual%20Corporate%20 Governance%20
Report.pdf.

Corporate Governance Initiatives

Going beyond mere compliance and box-ticking, the Company regularly updates its corporate governance policies to 
ensure that they are relevant to the needs of the organization and, at the same time, at par with global best practices.

In February 2009, the Board of Directors of AboitizPower approved the creation of additional board committees and 
the consolidation of existing ones. In the same year, the Investor Relations Committee was dissolved and the Board 
Nominations and Compensation Committee merged with the Board Corporate Governance Committee.  On May 17, 
2010, the Board approved an amendment to the Company’s Amended Manual on Corporate Governance, incorporating 
the responsibility of the Board Strategy Committee under the functions of the Board of Directors.  The reorganization 
aimed to (a) enhance the role of the Board of Directors in governance, (b) better represent and protect the interests 
of all stakeholders of the Company, and (c) ensure compliance with regulatory standards and provide appropriate 
information and updates.

In its August 2012 Board Meeting, the Board approved the proposed revisions on AboitizPower’s Manual of Corporate 
Governance regarding the removal of the reputation oversight function of the Board Corporate Governance Committee 
and the transfer of this function to the newly reorganized Board Risk and Reputation Management Committee.  In 
the same Board Meeting, the Board resolved to amend the Board Audit Committee Charter in compliance with SEC 
Memorandum Circular No. 4, Series of 2012.

In 2013, AboitizPower launched its corporate governance e-learning course which was made available to all newly-
hired employees of the Company.  This e-learning course superseded the mandatory corporate governance seminar 
conducted for all employees during previous years and supplements the annual corporate governance training required 
by the SEC on all directors and key officers starting 2014, pursuant to SEC Memorandum Circular 1, Series of 2014.

The mandate and the composition of each Board committee are described below:

•  The Board Corporate Governance Committee represents the Board in discharging its responsibility relating to 
issues around the Group’s governance principles and guidelines, nomination of persons into Board and Group 
senior leadership roles, and the various compensation matters. Independent Directors comprise majority of 
the voting members of the Board Corporate Governance Committee.
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 Chairman: Jon Ramon Aboitiz; Members: Erramon I. Aboitiz, Jose R. Facundo, Romeo L. Bernardo and Alfonso 
A. Uy; Ex-Officio Members: M. Jasmine S. Oporto and Xavier Jose Aboitiz

• The Board Audit Committee represents the Board in discharging its responsibility related to audit matters for 
the Group. Independent Directors comprise majority of the members of the Board Audit Committee, including 
its Chairman.

 Chairman: Jose R. Facundo; Members: Romeo L. Bernardo, Alfonso A. Uy, Mikel A. Aboitiz and Jaime Jose Y. 
Aboitiz

• The Board Risk and Reputation Management Committee represents the Board in discharging its responsibility 
relating to risk management and related matters for the Group.

 Chairman: Enrique M. Aboitiz, Jr.; Members: Erramon I. Aboitiz, Jose R. Facundo and Alfonso A. Uy; Ex-Officio 
Members: Iker M. Aboitiz and Susan V. Valdez
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ANNEX “A-1”
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ANNEX “A-2”
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ANNEX “A-3”
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ANNEX “A-3”
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ANNEX “B”

SUMMARY OF THE MINUTES OF THE 2013 ANNUAL STOCKHOLDERS’ MEETING

The meeting was called to order on May 20, 2013 at 11:00 a.m. by the Chairman of the Board, Mr. Enrique M. Aboitiz, Jr.

The Corporate Secretary certified that notices for the 2013 Annual Stockholders’ Meeting of AboitizPower were duly 
sent out on April 24, 2013 to all stockholders of record as of close of business on April 1, 2013.  The Corporate Secretary 
further reported that notices of the meeting were also published in The Freeman, Sun Star Daily, Cebu Daily News, 
Philippine Star and Business Mirror on April 15, 2013.

The Corporate Secretary certified to the existence of a quorum, there being a total of 11,701,037 shares present in 
person and 6,417,255,340 shares represented by proxy, or a total of 6,428,956,377 shares which constitute at least a 
majority of, or 87.37% of the total outstanding capital stock of 7,358,604,307 entitled to vote, or more than 2/3 of the 
total outstanding shares entitled to vote.

Upon motion duly made and seconded, the minutes of the previous Annual Stockholders’ Meeting last May 21, 2012 
was approved.

The body passed the following resolutions:

   1. Approval of the 2012 Annual Report and Financial Statements
   2. Delegation of the Authority to Elect the Company’s External Auditors for 2013 to the Board of Directors
   3. Ratification of the Acts, Resolutions and Proceedings of the Board of Directors, Corporate Officers and 
    Management in 2012 up to May 20, 2013
   4. Election of the Members of the Board of Directors
   5. Amendment of the Articles of Incorporation and By-Laws of the Company to Change the Principal Office 
    Address from Cebu City to 32nd Street, Bonifacio Global City, Taguig City, Metro Manila

After the approval of the proposed resolutions, the meeting was duly adjourned.
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The Board Audit Committee Report to the Board of Directors

The Board Audit Committee’s roles and responsibilities are embodied in the Board Audit Committee Charter approved by the Board of 
Directors.  It provides assistance to the Board of Directors in fulfilling the Board’s oversight responsibility to the shareholders relating 
to: (a) the quality and integrity of the Company’s accounting, auditing, legal, ethical and regulatory compliance; (b) risk management; 
(c) financial reporting practices; and (d) corporate governance.  Any proposed changes to the Audit Committee Charter are referred 
to the Board for approval.

Membership

As of December 31, 2013, the Board Audit Committee is composed of five (5) members, three (3) of whom are independent directors. 

I, Jose R. Facundo, Independent Director and Chair of the Committee is ably assisted by  Romeo L. Bernardo (Independent Director), 
Alfonso A. Uy (Independent Director), Mikel A. Aboitiz (Executive Director) and Jaime Jose Y. Aboitiz (Executive Director).

Meetings

In compliance with the Board Audit Committee Charter, four (4) regular meetings were held during the year: Mar 1, May 2, August 1 
and October 29, 2013. One (1) joint meeting with the Board Risk & Reputation Committee was also held on August 30. Also present 
in these meetings is the Group Internal Audit Head, the Chief Reputation and Risk Management Officer, and by invitation, the Aboitiz 
Power Corporation’s Chief Financial Officer and the AP Controller.

Financial Reports

On a high level basis, the Committee reviewed, discussed, and endorsed for the approval of the Board the quarterly unaudited 
consolidated financial statements and the annual audit financial statements of Aboitiz Power Corporation and Subsidiaries, including 
the Management’s Discussion and Analysis of Financial Condition and Results of Operations following prior review and discussion with 
management, the internal auditors and SyCip Gorres Velayo & Co. (SGV), the company’s independent auditor.

The activities of the Audit Committee were performed in the following context:

• That management has the primary responsibility for the financial statements and the financial reporting process; and
• That SGV is responsible for expressing an opinion on the conformity of the Company’s audited financial statements with Philippine 

Financial Reporting Standards.

Independent Auditors

On August 1, 2013, the Board Audit Committee endorsed the appointment of SyCip Gorres Velayo & Co. (SGV) as the independent 
external auditor of the company. The overall scope and audit plan of SGV were reviewed and approved in the Committee’s meeting 
dated October 29, 2013. The terms of engagement which covers audit-related services provided by SGV and its related fees were also 
reviewed and found to be reasonable.  SGV was additionally commissioned to perform a special study for the group in 2013 in the area 
of transfer pricing and cloud infrastructure implementation.

The results of the SGV audits and its assessment of the overall quality of the financial reporting process were discussed. SGV presented 
the effects of changes in relevant accounting standards and presentation of financial statements that impact on the reported results. 
These matters were covered during the first Board Audit Committee meeting held the following year on March 4, 2014.

The delegation to the Board of Directors of the appointment of the Company’s external auditor was largely upon the recommendation 
of the Board Audit Committee.

Internal Auditors

The Group Internal Audit (GIA) takes the lead in setting the standards, initiatives and overall direction of the group-wide resident 
internal audit teams deployed to the different business units. It remains to be the single point of contact for the Board Audit Committee. 
The restructuring of the internal audit organization has proven to be a worthwhile endeavour as scope and coverage of audits have 
increased with resident audit teams being able to specialize in areas of business covered by their teams.
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All technical audits related to information systems are currently handled by GIA auditors until such time that competencies to handle 
such audits can be transferred to the resident audit teams.  Focus areas reviewed in 2013 include information technology general 
controls, information security management systems, network security and data center physical security review.

The Committee reviewed and approved the annual audit program for the year which also covers the adequacy of resources, 
qualifications and competency of the staff and independence of the internal auditor.

With reference to the IPPF Attribute Standard 1100 which states that “The Internal Audit Activity must be independent, and internal 
auditors must be objective in performing their work”, the Committee confirms that the internal auditors conducted its responsibilities 
objectively and in an unbiased manner.  GIA is likewise organizationally positioned to be independent—administratively reporting to 
the President and Chief Executive Officer and functionally reporting to the Board Audit Committee.  No violation to the above standard 
was noted in the audit year 2013.

Based on the information from the results of the audits conducted in 2013 for AP with the contribution provided by management and 
other key leaders on the issues raised to their attention, the Committee concurs with GIA’s overall assessment that there is reasonable, 
but not absolute, certainty that the existing system of internal controls allows for an adequate management of identified risks and 
effectively supports the improvement of the management of the Company as a whole.

Review of the Audit Charter

The Committee reviewed and assessed the current audit charter in its meeting held October 29, 2013 and found it adequate. No 
modification needed.

Self-Assessment 

The Committee conducted its annual self-assessment in accordance with the guidelines of SEC Memo Cir. No. 4, series of 2012. The 
assessment result showed that it fully complied with the requirements set forth in the Audit Charter and met the necessary and most 
important requirements set by global standards and best practices.

Risk Management

The Committee had a joint meeting with the Board Risk & Reputation Committee in August 30, 2013 where the initial results of the 
Risk Management Plan validation conducted by GIA and the resident audit teams were presented.

The Committee also approved a key change in the reporting of audit findings. The focus of audit discussion during committee meetings 
were limited to critical issues that go beyond the agreed board risk tolerance threshold. The determination of issue criticality is based 
on the alignment of vulnerability scoring of audit with risk management for board reporting purposes.  Fraud-related issues, if any, are 
reported and discussed regardless of the amount involved. 

As in previous years, the Committee continues to monitor action plans and commitments developed by management to address audit 
issues and to ensure that proposed solutions are workable, strategic and sustainable.

Finally, the Committee has undertaken its activities to ensure that it continues to deepen its focus on the effectiveness of internal 
controls, governance and compliance within the Aboitiz Power group of companies.

In behalf of the Committee,

Jose R. Facundo
Chairman, Independent Director
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Aboitiz Power Corporation

We have audited the accompanying consolidated financial statements of Aboitiz Power Corporation
and Subsidiaries, which comprise the consolidated balance sheets as at December 31, 2013 and
2012, and the consolidated statements of income, statements of comprehensive income, statements
of changes in equity and statements of cash flows for each of the three years in the period ended
December 31, 2013, and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits.  We conducted our audits in accordance with Philippine Standards on Auditing.  Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements.  The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error.  In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control.  An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

SyCip Gorres Velayo & Co.
6760 Ayala Avenue
1226 Makati City
Philippines

Tel: (632) 891 0307
Fax: (632) 819 0872
ey.com/ph

BOA/PRC Reg. No. 0001,
   December 28, 2012, valid until December 31, 2015
SEC Accreditation No. 0012-FR-3 (Group A),
   November 15, 2012, valid until November 16, 2015

A member firm of Ernst & Young Global Limited
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Aboitiz Power Corporation and Subsidiaries as at December 31, 2013 and 2012,
and their financial performance and their cash flows for each of the three years in the period ended
December 31, 2013 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

Leovina Mae V. Chu
Partner
CPA Certificate No. 99910
SEC Accreditation No. 1199-A (Group A),
 March 15, 2012, valid until March 14, 2015
Tax Identification No. 209-316-911
BIR Accreditation No. 08-001998-96-2012,
 January 11, 2012, valid until January 10, 2015
PTR No. 4225232, January 2, 2014, Makati City

March 11, 2014

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Aboitiz Power Corporation
32nd Street, Bonifacio Global City
Taguig City, Metro Manila
Philippines

We have audited the accompanying consolidated financial statements of Aboitiz Power Corporation
and Subsidiaries, which comprise the consolidated balance sheets as at December 31, 2013 and
2012, and the consolidated statements of income, statements of comprehensive income, statements
of changes in equity and statements of cash flows for each of the three years in the period ended
December 31, 2013, and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits.  We conducted our audits in accordance with Philippine Standards on Auditing.  Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements.  The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error.  In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control.  An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

SyCip Gorres Velayo & Co.
6760 Ayala Avenue
1226 Makati City
Philippines

Tel: (632) 891 0307
Fax: (632) 819 0872
ey.com/ph

BOA/PRC Reg. No. 0001,
   December 28, 2012, valid until December 31, 2015
SEC Accreditation No. 0012-FR-3 (Group A),
   November 15, 2012, valid until November 16, 2015

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Aboitiz Power Corporation
32nd Street, Bonifacio Global City
Taguig City, Metro Manila
Philippines

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of Aboitiz Power Corporation and Subsidiaries included in this Form 17-A and have issued
our report thereon dated March 11, 2014.  Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a whole.  The schedules listed in the Index to
Financial Statements and Supplementary Schedules are the responsibility of the Company’s
management.  These schedules are presented for purposes of complying with the Securities
Regulation Code Rule 68, as amended (2011) and are not part of the basic financial statements.
These schedules have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, fairly state in all material respects the financial data
required to be set forth therein in relation to the basic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Leovina Mae V. Chu
Partner
CPA Certificate No. 99910
SEC Accreditation No. 1199-A (Group A),
 March 15, 2012, valid until March 14, 2015
Tax Identification No. 209-316-911
BIR Accreditation No. 08-001998-96-2012,
 January 11, 2012, valid until January 10, 2015
PTR No. 4225232, January 2, 2014, Makati City

March 11, 2014

SyCip Gorres Velayo & Co.
6760 Ayala Avenue
1226 Makati City
Philippines

Tel: (632) 891 0307
Fax: (632) 819 0872
ey.com/ph

BOA/PRC Reg. No. 0001,
   December 28, 2012, valid until December 31, 2015
SEC Accreditation No. 0012-FR-3 (Group A),
   November 15, 2012, valid until November 16, 2015

A member firm of Ernst & Young Global Limited
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December 31,
2013

December 31,
2012

(As Restated -
Note 2)

January 1,
2012

(As Restated -
Note 2)

Noncurrent Liabilities
Noncurrent portions of:

Long-term debts (Note 16) P=22,455,062 P=7,593,641 P=17,300,182
Finance lease obligation (Note 35) 54,421,858 53,654,843 52,714,959
Long-term obligation on power distribution system
 (Note 12) 223,865 230,843 237,046
Payable to a preferred shareholder of a subsidiary
 (Note 19) – 25,363 46,068

Customers’ deposits (Note 17) 5,138,155 2,404,361 2,164,195
Asset retirement obligation (Note 18) 2,008,669 – –
Net pension liabilities (Note 27) 452,807 213,835 234,084
Deferred income tax liabilities (Note 29) 910,110 672,633 369,421
Total Noncurrent Liabilities 85,610,526 64,795,519 73,065,955

Total Liabilities 102,688,060 80,645,862 83,514,274

Equity Attributable to Equity Holders of the Parent
Capital stock (Note 20a) 7,358,604 7,358,604 7,358,604
Additional paid-in capital 12,588,894 12,588,894 12,588,894
Share in net unrealized valuation gains on AFS

 investments of an associate (Note 9) 88,187 85,296 73,952
Cumulative translation adjustments (Note 34) (24,511) (169,845) (57,668)
Share in cumulative translation adjustments of

associates (Note 9) (388,557) (847,589) (546,753)
Actuarial losses on defined benefit plans (Notes 2 and 27) (694,746) (402,108) (375,456)
Share in actuarial losses on defined benefit plans

of associates (Notes 2 and 9) (31,815) (91,474) (84,960)
Acquisition of non-controlling interests (259,147) (259,147) (259,147)
Retained earnings (Note 20b) 68,991,854 62,630,292 49,536,835

87,628,763 80,892,923 68,234,301
Non-controlling Interests 3,621,994 1,566,040 1,623,183
Total Equity 91,250,757 82,458,963 69,857,484

TOTAL LIABILITIES AND EQUITY P=193,938,817 P=163,104,825 P=153,371,758

See accompanying Notes to Consolidated Financial Statements.
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Amounts in Thousands, Except Earnings Per Share Amounts)

Years Ended December 31

2013

2012
(As Restated -

Note 2)

2011
(As Restated -

Note 2)

OPERATING REVENUES
Sale of power (Notes 21 and 31):

Generation P=39,436,267 P=46,031,304 P=39,944,982
Distribution 28,067,236 15,849,591 14,356,619
Retail electricity supply 4,372,597 – –

Services 10,124 15,004 51,917
Technical, management and other fees (Note 32) 168,943 257,266 122,119

72,055,167 62,153,165 54,475,637

OPERATING EXPENSES
Cost of purchased power (Note 22) 24,715,315 13,184,697 11,205,168
Cost of generated power (Note 23) 17,642,484 18,721,284 15,082,003
General and administrative (Note 24) 4,073,550 3,424,696 2,226,047
Depreciation and amortization (Notes 11, 12 and 13) 3,875,299 3,516,396 3,345,782
Operations and maintenance (Note 25) 2,267,973 2,844,029 2,218,047
Cost of services 3,257 6,302 9,391

52,577,878 41,697,404 34,086,438

FINANCIAL INCOME (EXPENSES)
Interest income (Notes 4 and 32) 413,795 928,913 861,521
Interest expense and other financing costs

(Notes 16 and 33) (5,343,728) (7,001,842) (7,345,575)
(4,929,933) (6,072,929) (6,484,054)

OTHER INCOME (EXPENSES)
Share in net earnings of associates (Note 9) 6,474,370 9,939,763 8,437,887
Other income (expenses) - net (Note 28) (1,083,764) 1,983,606 692,849

5,390,606 11,923,369 9,130,736

INCOME BEFORE INCOME TAX 19,937,962 26,306,201 23,035,881

PROVISION FOR INCOME TAX (Note 29) 526,625 1,390,567 1,127,603

NET INCOME P=19,411,337 P=24,915,634 P=21,908,278

ATTRIBUTABLE TO:
Equity holders of the parent P=18,576,845 P=24,425,708 P=21,632,264
Non-controlling interests 834,492 489,926 276,014

P=19,411,337 P=24,915,634 P=21,908,278

EARNINGS PER COMMON SHARE (Note 30)
Basic and diluted, for income for the year attributable to

ordinary equity holders of the parent P=2.52 P=3.32 P=2.94

See accompanying Notes to Consolidated Financial Statements.
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  
(Amounts in Thousands) 
 
 
 
 Years Ended December 31 

 2013 

2012 
(As Restated - 

Note 2) 

2011 
(As Restated - 

Note 2) 
    
NET INCOME ATTRIBUTABLE TO:    
Equity holders of the parent P=18,576,845 P=24,425,708 P=21,632,264 
Non-controlling interests  834,492 489,926 276,014 
 19,411,337 P=24,915,634 P=21,908,278 

OTHER COMPREHENSIVE INCOME (LOSS)    
Other comprehensive income that may be reclassified to 

profit or loss in subsequent periods:    
 Share in net unrealized valuation gains (losses) on 

 AFS investments of an associate (Note 9) 2,891 11,344 
 

(4,166) 
 Movement in cumulative translation adjustments 145,334 (112,177) (57,668) 
 Share in movement in cumulative translation 

 adjustment of associates (Note 9) 459,032 (300,836) 
 

(604,675) 
Net other comprehensive income (loss) to be reclassified 

to profit or loss in subsequent periods 607,257 (401,669) 
 

(666,509) 

Other comprehensive income that will not be reclassified 
to profit or loss in subsequent periods:    

 Actuarial losses on defined benefit plans, net  
 of tax (Notes 2 and 27) (363,091) (27,706) (112,847) 

 Share in actuarial losses on defined benefit plans    
  of associates, net of tax (Notes 2 and 9) 59,659 (6,514) (21,056) 
Net other comprehensive loss not to be reclassified to 

profit or loss in subsequent periods (303,432) (34,220) 
 

(133,903) 
Total other comprehensive income (loss) for  
 the year, net of tax 303,825 (435,889) 

 
(800,412) 

TOTAL COMPREHENSIVE INCOME P=19,715,162 P=24,479,745 P=21,107,866 

ATTRIBUTABLE TO:    
Equity holders of the parent P=18,951,123 P=23,990,873 P=20,839,079 
Non-controlling interests  764,039 488,872 268,787 
 P=19,715,162 P=24,479,745 P=21,107,866 
    
See accompanying Notes to Consolidated Financial Statements. 
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

Years Ended December 31

2013

2012
(As Restated -

Note 2)

2011
(As Restated -

Note 2)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax P=19,937,962 P=26,306,201 P=23,035,881
Adjustments for:

Interest expense and other financing costs (Note 33) 5,343,728 7,001,842 7,345,575
Depreciation and amortization (Notes 11 and 12) 3,861,129 3,509,974 3,339,445
Net unrealized foreign exchange losses (gains) 2,078,138 (1,658,983) (2,565)
Impairment loss on investment in an

associate (Note 9) 568,125 – –
Impairment loss on goodwill (Note 10) 368,904 – –
Write-off of project costs and other assets 85,051 – –
Amortization of software (Note 13) 14,170 6,422 6,337
Provision for (reversal of) impairment losses on

receivables (Note 24) 14,055 819,024 (32,349)
Share in net earnings of associates (Note 9) (6,474,370) (9,939,763) (8,437,887)
Gain on remeasurement in step acquisition (Note 8) (964,600) – –
Interest income (Notes 4 and 32) (413,795) (928,913) (861,521)
Gain on redemption of shares of associates (Note 28) (4,792) (27,087) –
Loss (gain) on sale of property, plant and equipment (1,323) 3,616 81
Unrealized fair valuation gains on derivatives (395) (1,826) (5,991)
Gain on sale of investments in shares of stock – – (16,612)

Operating income before working capital changes 24,411,987 25,090,507 24,370,394
Decrease (increase) in:

Trade and other receivables (2,181,712) (1,379,002) 219,225
Inventories (311,931) 203,211 (328,030)
Other current assets (680,254) 68,361 (147,686)

Increase (decrease) in:
Trade and other payables 3,700,017 1,769,105 (470,868)
Customers’ deposits 898,974 240,166 159,811

Net cash generated from operations 25,837,081 25,992,348 23,802,846
Income and final taxes paid (1,383,938) (1,084,609) (1,086,945)
Service fees paid (Note 12) (40,000) (40,000) (40,000)
Net cash flows from operating activities 24,413,143 24,867,739 22,675,901
CASH FLOWS FROM INVESTING ACTIVITIES
Cash dividends received (Note 9) 4,241,994 13,977,589 3,982,322
Interest received 364,490 953,637 792,989
Proceeds from redemption of shares of associates
 (Note 9) 323,717 573,236 –
Net collection of advances to associates (Note 9) 25,000 151,947 367,565
Proceeds from sale of property and equipment 10,222 412 8,449
Additions to:

Property, plant and equipment (Note 11) (15,618,273) (9,856,235) (7,462,398)
Intangible assets - service concession rights (Note 12) (41,694) (48,920) (64,860)

Increase in other noncurrent assets (968,892) (1,233,808) (1,853,756)

(Forward)
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Years Ended December 31

2013

2012
(As Restated -

Note 2)

2011
(As Restated -

Note 2)
Additional investments in associates (Note 9) (P=56,250) (P=1,648) (P=1,148,266)
Additional AFS investments (200) – –
Net cash received on step acquisition to subsidiary

(Note 8) 217,862 – 314,852
Proceeds from sale of investments in shares of stock – – 50,000
Net cash flows from (used in) investing activities (11,502,024) 4,516,210 (5,013,103)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from availment of long-term debt - net of

transaction costs (Note 16) 20,797,150 1,540,280 5,520,966
Cash dividends paid (Note 20b) (13,834,176) (9,713,358) (9,713,358)
Payments of:

Long-term debt (Note 16) (8,965,920) (9,156,183) (4,205,685)
Finance lease obligation (6,722,939) (2,476,221) (1,094,845)

Net payment of bank loans (Note 15) (2,332,000) (337,600) (365,200)
Changes in non-controlling interests (612,229) (625,748) (870,470)
Interest paid (513,562) (1,255,161) (1,815,548)
Payments to a preferred shareholder of a subsidiary

(Note 19) (62,140) (31,070) (31,070)
Net cash flows used in financing activities (12,245,816) (22,055,061) (12,575,210)

NET INCREASE IN CASH AND CASH EQUIVALENTS 665,303 7,328,888 5,087,588

EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS 39,703 (41,956) 2,128

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 30,678,493 23,391,561 18,301,845

CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 4) P=31,383,499 P=30,678,493 P=23,391,561

See accompanying Notes to Consolidated Financial Statements.
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Amounts in Thousands, Except Earnings per Share and Exchange Rate Data and When Otherwise 
Indicated) 
 
 
1. Corporate Information 
 

Aboitiz Power Corporation (the Company) and its subsidiaries (collectively referred to as “the 
Group”) were incorporated in the Republic of the Philippines.  The Company is a publicly-listed 
holding company of the entities engaged in power generation and power distribution in the 
Aboitiz Group.  As of December 31, 2013, Aboitiz Equity Ventures, Inc. (AEV, also incorporated in 
the Philippines) owns 76.88% of the Company.  The ultimate parent of the Company is Aboitiz & 
Company, Inc. (ACO). 

On March 21, 2013, the Board of Directors (BOD) approved the change in registered office 
address of the Company from Aboitiz Corporate Center, Gov. Manuel A. Cuenco Avenue, 
Kasambagan, Cebu City to 32nd street, Bonifacio Global City, Taguig City, Metro Manila. The 
change of principal office address is reflected under Article III of the Amended Articles of 
Incorporation. 

 
The consolidated financial statements of the Group were approved and authorized for issue in 
accordance with a resolution by the Board of Directors (BOD) of the Company on  
March 11, 2014. 

 
 
2. Basis of Preparation, Statement of Compliance and Summary of Significant Accounting Policies 
 

Basis of Preparation 
The accompanying consolidated financial statements have been prepared on a historical cost 
basis, except for derivative financial instruments which are measured at fair value.  The 
consolidated financial statements are presented in Philippine peso which is the Company’s 
functional currency and all values are rounded to the nearest thousand except for earnings per 
share and exchange rate and as otherwise indicated. 

 
The consolidated financial statements provide comparative information in respect of the 
previous period.  In addition, the Group presents an additional consolidated balance sheet at the 
beginning of the earliest period presented when there is a retrospective application of an 
accounting policy, a retrospective restatement, or a reclassification of items in the consolidated 
financial statements.  An additional consolidated balance sheet as at January 1, 2012 is presented 
in these consolidated financial statements due to retrospective application of certain accounting 
policies.  

 
Statement of Compliance 
The consolidated Group financial statements are prepared in compliance with Philippine 
Financial Reporting Standards (PFRS). 
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Changes in Accounting Policies and Disclosures 
The accounting policies adopted are consistent with those of the previous financial year except 
for the following new and revised standards and Philippine Interpretations from International 
Financial Reporting Interpretations Committee (IFRIC) which were applied starting January 1, 
2013.  Except for the adoption of Philippine Accounting Standards (PAS) 19 (Revised), Employee 
Benefits, these new and revised standards and interpretations did not have any significant impact 
on the Group’s financial statements: 

 
 PAS 1, Presentation of Financial Statements (Amendments) - Presentation of Items of Other   

Comprehensive Income (OCI) 
The amendments to PAS 1 change the grouping of items presented in OCI.  Items that can be 
reclassified (or “recycled”) to profit or loss at a future point in time (for example, upon 
derecognition or settlement) will be presented separately from items that will never be 
recycled.  The amendments affect presentation only and have no impact on the Group’s 
financial position or performance.  The amendments were applied retrospectively and 
resulted to the modification of the presentation of items of OCI.   

 
 PAS 19, Employee Benefits (Revised) 

For defined benefit plans, the Revised PAS 19 requires all actuarial gains and losses to be 
recognized in other comprehensive income and unvested past service costs previously 
recognized over the average vesting period to be recognized immediately in profit or loss 
when incurred. 
 
Prior to adoption of the Revised PAS 19, the Group recognized actuarial gains and losses as 
income or expense when the net cumulative unrecognized gains and losses for each 
individual plan at the end of the previous period exceeded 10% of the higher of the defined 
benefit obligation and the fair value of the plan assets and recognized unvested past service 
costs as an expense on a straight-line basis over the average vesting period until the benefits 
become vested. Upon adoption of the revised PAS 19, the Group changed its accounting 
policy to recognize all actuarial gains and losses in other comprehensive income and all past 
service costs in profit or loss in the period they occur. 

 
The Revised PAS 19 replaced the interest cost and expected return on plan assets with the 
concept of net interest on defined benefit liability or asset which is calculated by multiplying 
the net balance sheet defined benefit liability or asset by the discount rate used to measure 
the employee benefit obligation, each as at the beginning of the annual period. 

 
The Revised PAS 19 also amended the definition of short-term employee benefits and 
requires employee benefits to be classified as short-term based on expected timing of 
settlement rather than the employee’s entitlement to the benefits.  In addition, the Revised 
PAS 19 modifies the timing of recognition for termination benefits.  The modification 
requires the termination benefits to be recognized at the earlier of when the offer cannot be 
withdrawn or when the related restructuring costs are recognized. 

 
Changes to definition of short-term employee benefits and timing of recognition for 
termination benefits do not have any impact to the Group’s financial position and financial 
performance. 

  



Annual Report 2013 155

SEC FORM 20 - IS (INFORMATION STATEMENT)- 3 -

*SGVFS004072*

The changes in accounting policies have been applied retrospectively.  The effects of
adoption on the consolidated financial statements are as follows:

December 31,
2013

December 31,
2012

January 1,
2012

P=’000 P=’000 P=’000
Increase (decrease) in:
Consolidated balance sheets
Net pension assets (191,640) (172,776) (162,359)
Deferred income tax assets 87,945 71,012 65,365
Net pension liabilities 427,058 210,360 207,119
Deferred income tax liabilities (72,149) (27,590) (28,567)
Actuarial losses on defined benefit

plans (694,746) (402,108) (375,456)
Share in actuarial losses on defined

benefit plans of associates (31,815) (91,474) (84,960)
Retained earnings 171,886 155,036 136,143
Non-controlling interests (9,354) (10,113) (10,460)

2013 2012 2011
P=’000 P=’000 P=’000

Consolidated statements of income
Costs and expenses (25,123) (25,769) (33,784)
Income before income tax 25,123 26,823 34,765
Provision for income tax 7,514 7,538 10,394
Net income for the year 17,609 19,285 24,371
Attributable to:

Equity holders of the parent 16,850 18,893 24,371
Non-controlling interest 759 347 360

Basic earnings per share – – –
Diluted earnings per share – – –

2013 2012 2011
P=’000 P=’000 P=’000

Consolidated statements of
 comprehensive income
Other comprehensive loss for

the year, net of tax (303,432) (34,220) (133,903)
Total comprehensive loss

for the year (303,432) (14,980) (109,532)
Attributable to:

Equity holders of the parent (291,659) (14,273) (102,665)
Non-controlling interest (11,773) (707) (6,867)

The adoption did not have any impact on the consolidated statements of cash flows.
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§ PAS 27, Separate Financial Statements (As Revised in 2011)
As a consequence of the issuance of the new PFRS 10, Consolidated Financial Statements,
and PFRS 12, Disclosure of Interests in Other Entities, what remains of PAS 27 is limited to
accounting for subsidiaries, jointly controlled entities, and associates in the separate parent
company financial statements.  The adoption of the amended PAS 27 does not have a
significant impact on the Group’s consolidated financial statements.

§ PAS 28, Investments in Associates and Joint Ventures (As Revised in 2011)
As a consequence of the issuance of the new PFRS 11, Joint Arrangements, and PFRS 12,
Disclosure of Interests in Other Entities, PAS 28 has been renamed PAS 28, Investments in
Associates and Joint Ventures, and describes the application of the equity method to
investments in joint ventures in addition to associates.  The adoption of the amended PAS 28
does not have a significant impact on the Group’s consolidated financial statements.

§ PFRS 7, Financial Instruments: Disclosures - Offsetting Financial Assets and Financial
Liabilities (Amendments)
These amendments require an entity to disclose information about rights of set-off and
related arrangements (such as collateral agreements).  The new disclosures are required for
all recognized financial instruments that are set off in accordance with PAS 32.  These
disclosures also apply to recognized financial instruments that are subject to an enforceable
master netting arrangement or ‘similar agreement’, irrespective of whether they are set-off
in accordance with PAS 32.  The amendments require entities to disclose, in a tabular format
unless another format is more appropriate, the following minimum quantitative information.

This is presented separately for financial assets and financial liabilities recognized at the end
of the reporting period:
a) The gross amounts of those recognized financial assets and recognized financial

liabilities;
b) The amounts that are set off in accordance with the criteria in PAS 32 when determining

the net amounts presented in the statement of financial position;
c) The net amounts presented in the statement of financial position;
d) The amounts subject to an enforceable master netting arrangement or similar

agreement that are not otherwise included in (b) above, including:
i. Amounts related to recognized financial instruments that do not meet some or all of

the offsetting criteria in PAS 32; and
ii. Amounts related to financial collateral (including cash collateral); and

e) The net amount after deducting the amounts in (d) from the amounts in (c) above.

The amendments affect disclosures only and have no impact on the Group’s financial
position or performance.

§ PFRS 10, Consolidated Financial Statements
PFRS 10 replaces the portion of PAS 27, Consolidated and Separate Financial Statements, that
addresses the accounting for consolidated financial statements.  It also includes the issues
raised in SIC 12, Consolidation - Special Purpose Entities.  PFRS 10 establishes a single control
model that applies to all entities including special purpose entities.  The changes introduced
by PFRS 10 will require management to exercise significant judgment to determine which
entities are controlled, and therefore, are required to be consolidated by a parent, compared
with the requirements that were in PAS 27.
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The implementation of PFRS 10 does not have any impact to the Group based on the
assessment performed. With the application of the new set of guidelines, the Company has
not made any changes in the classification of currently held investments of the Group.
Companies previously designated as either subsidiaries or associates maintain the same
classification upon effectivity of the standard.

§ PFRS 11, Joint Arrangements
PFRS 11 replaces PAS 31, Interests in Joint Ventures, and SIC 13, Jointly Controlled Entities -
Non-Monetary Contributions by Venturers.  PFRS 11 removes the option to account for jointly
controlled entities (JCEs) using proportionate consolidation.  Instead, JCEs that meet the
definition of a joint venture must be accounted for using the equity method.

The application of PFRS 11 has no impact on the Group since there are no jointly controlled
entities that are accounted for under the proportionate consolidation method.

§ PFRS 12, Disclosure of Interests in Other Entities
PFRS 12 sets out the requirements for disclosures relating to an entity’s interests in
subsidiaries, joint arrangements, associates and structured entities.  The requirements in
PFRS 12 are more comprehensive than the previously existing disclosure requirements for
subsidiaries (for example, where a subsidiary is controlled with less than a majority of voting
rights).  While the Group has subsidiaries with noncontrolling interests, there are no
unconsolidated structured entities.

§ PFRS 13, Fair Value Measurement
PFRS 13 establishes a single source of guidance under PFRSs for all fair value measurements.
PFRS 13 does not change when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under PFRS.  PFRS 13 defines fair value as an exit
price. PFRS 13 also requires additional disclosures.

As a result of the guidance in PFRS 13, the Group re-assessed its policies for measuring fair
values, in particular, its valuation inputs such as non-performance risk for fair value
measurement of liabilities.  The Group has assessed that the application of PFRS 13 has not
materially impacted the fair value measurements of the Group.  Additional disclosures,
where required, are provided in the individual notes relating to the assets and liabilities
whose fair values were determined.  Fair value hierarchy is provided in Note 34.

§ Philippine Interpretation IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine
This interpretation applies to waste removal (stripping) costs incurred in surface mining
activity, during the production phase of the mine.  The interpretation addresses the
accounting for the benefit from the stripping activity. This new interpretation is not relevant
to the Group.

§ PFRS 1, First-time Adoption of International Financial Reporting Standards - Government
Loans (Amendments)
The amendments to PFRS 1 require first-time adopters to apply the requirements of PAS 20,
Accounting for Government Grants and Disclosure of Government Assistance, prospectively
to government loans existing at the date of transition to PFRS.  However, entities may choose
to apply the requirements of PAS 39, Financial Instruments: Recognition and Measurement,
and PAS 20 to government loans retrospectively if the information needed to do so had been
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obtained at the time of initially accounting for those loans. These amendments are not
relevant to the Group.

Annual Improvements to PFRSs (2009-2011 cycle)

§ PFRS 1, First-time Adoption of PFRS - Borrowing Costs
The amendment clarifies that, upon adoption of PFRS, an entity that capitalized borrowing
costs in accordance with its previous generally accepted accounting principles, may carry
forward, without any adjustment, the amount previously capitalized in its opening statement
of financial position at the date of transition.  Subsequent to the adoption of PFRS, borrowing
costs are recognized in accordance with PAS 23, Borrowing Costs.  The amendment does not
apply to the Group as it is not a first-time adopter of PFRS.

§ PAS 1, Presentation of Financial Statements - Clarification of the Requirements for
Comparative Information
The amendments clarify the requirements for comparative information that are disclosed
voluntarily and those that are mandatory due to retrospective application of an accounting
policy, or retrospective restatement or reclassification of items in the financial statements.
An entity must include comparative information in the related notes to the financial
statements when it voluntarily provides comparative information beyond the minimum
required comparative period.  The additional comparative period does not need to contain a
complete set of financial statements.  On the other hand, supporting notes for the third
balance sheet (mandatory when there is a retrospective application of an accounting policy,
or retrospective restatement or reclassification of items in the financial statements) are not
required.  The amendments affect disclosures only and have no impact on the Group’s
financial position or performance.

§ PAS 16, Property, Plant and Equipment - Classification of Servicing Equipment
The amendment clarifies that spare parts, stand-by equipment and servicing equipment
should be recognized as property, plant and equipment when they meet the definition of
property, plant and equipment and should be recognized as inventory if otherwise.  The
amendment does not have any significant impact on the Group’s financial position or
performance.

§ PAS 32, Financial Instruments: Presentation - Tax Effect of Distribution to Holders of Equity
Instruments
The amendment clarifies that income taxes relating to distributions to equity holders and to
transaction costs of an equity transaction are accounted for in accordance with PAS 12,
Income Taxes.  The amendment does not have any significant impact on the Group’s financial
position or performance.

§ PAS 34, Interim Financial Reporting - Interim Financial Reporting and Segment Information
for Total Assets and Liabilities
The amendment clarifies that the total assets and liabilities for a particular reportable
segment need to be disclosed only when the amounts are regularly provided to the chief
operating decision maker and there has been a material change from the amount disclosed
in the entity’s previous annual financial statements for that reportable segment.  The
amendment affects disclosures only and has no impact on the Group’s financial position or
performance.
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Amendments to Existing Standards Effective Subsequent to December 31, 2013
The Group will adopt the standards enumerated below when these became effective.  Except as
otherwise indicated, the Group does not expect the adoption of these new and amended PFRS to
have significant impact on its consolidated financial statements.

§ PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
The amendments apply to contributions from employees or third parties to defined benefit
plans. Contributions that are set out in the formal terms of the plan shall be accounted for as
reductions to current service costs if they are linked to service or as part of the
remeasurements of the net defined benefit asset or liability if they are not linked to service.
Contributions that are discretionary shall be accounted for as reductions of current service
cost upon payment of these contributions to the plans. The amendments to PAS 19 are to be
retrospectively applied for annual periods beginning on or after July 1, 2014.

§ PAS 32, Financial Instruments: Presentation (Amendments) - Offsetting Financial Assets and
Financial Liabilities
The amendments clarify the meaning of “currently has a legally enforceable right to set-off”
and also clarify the application of the PAS 32 offsetting criteria to settlement systems (such
as central clearing house systems) which apply gross settlement mechanisms that are not
simultaneous.  The amendments affect presentation only and have no impact on the Group’s
financial position or performance.  The amendments to PAS 32 are to be retrospectively
applied for annual periods beginning on or after January 1, 2014.

§ PAS 36, Impairment of Assets (Amendments) - Recoverable Amount Disclosures for Non-
Financial Assets
These amendments remove the unintended consequences of PFRS 13 on the disclosures
required under PAS 36.  In addition, these amendments require disclosure of the recoverable
amounts for the assets or cash-generating units (CGUs) for which impairment loss has been
recognized or reversed during the period. These amendments are effective retrospectively
for annual periods beginning on or after January 1, 2014 with earlier application permitted,
provided PFRS 13 is also applied.  The amendments affect disclosures only and have no
impact on the Group’s financial position or performance.

§ PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting (Amendments)
These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria.  These amendments are
effective for annual periods beginning on or after January 1, 2014.  The Group has not
novated its derivatives during the current period.  However, these amendments would be
considered for future novations.

§ Investment Entities (Amendments to PFRS 10, PFRS 12 and PAS 27)
These amendments are effective for annual periods beginning on or after January 1, 2014.
They provide an exception to the consolidation requirement for entities that meet the
definition of an investment entity under PFRS 10. The exception to consolidation requires
investment entities to account for subsidiaries at fair value through profit or loss. It is not
expected that this amendment would be relevant to the Group since none of the entities in
the Group would qualify to be an investment entity under PFRS 10.
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§ Philippine Interpretation IFRIC 21, Levies (IFRIC 21)
IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. IFRIC 21 is effective for
annual periods beginning on or after January 1, 2014. The Group does not expect that
IFRIC 21 will have material financial impact in future financial statements.

Annual Improvements to PFRSs (2010-2012 cycle)
The Annual Improvements to PFRSs (2010-2012 cycle) contain non-urgent but necessary
amendments to the following standards:

§ PFRS 2, Share-based Payment - Definition of Vesting Condition
The amendment revised the definitions of vesting condition and market condition and added
the definitions of performance condition and service condition to clarify various issues.  This
amendment shall be prospectively applied to share-based payment transactions for which
the grant date is on or after July 1, 2014. This amendment does not apply to the Group as it
has no share-based payments.

§ PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination
The amendment clarifies that a contingent consideration that meets the definition of a
financial instrument should be classified as a financial liability or as equity in accordance with
PAS 32.  Contingent consideration that is not classified as equity is subsequently measured at
fair value through profit or loss whether or not it falls within the scope of PFRS 9 (or PAS 39,
if PFRS 9 is not yet adopted).  The amendment shall be prospectively applied to business
combinations for which the acquisition date is on or after July 1, 2014.  The Group shall
consider this amendment for future business combinations.

§ PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets
The amendments require entities to disclose the judgment made by management in
aggregating two or more operating segments.  This disclosure should include a brief
description of the operating segments that have been aggregated in this way and the
economic indicators that have been assessed in determining that the aggregated operating
segments share similar economic characteristics.  The amendments also clarify that an entity
shall provide reconciliations of the total of the reportable segments’ assets to the entity’s
assets if such amounts are regularly provided to the chief operating decision maker.  These
amendments are effective for annual periods beginning on or after July 1, 2014 and are
applied retrospectively.  The amendments affect disclosures only and have no impact on the
Group’s financial position or performance.

§ PFRS 13, Fair Value Measurement - Short-term Receivables and Payables
The amendment clarifies that short-term receivables and payables with no stated interest
rates can be held at invoice amounts when the effect of discounting is immaterial.
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§ PAS 16, Property, Plant and Equipment - Revaluation Method - Proportionate Restatement of
Accumulated Depreciation
The amendment clarifies that, upon revaluation of an item of property, plant and equipment,
the carrying amount of the asset shall be adjusted to the revalued amount, and the asset
shall be treated in one of the following ways:

a. The gross carrying amount is adjusted in a manner that is consistent with the revaluation
of the carrying amount of the asset. The accumulated depreciation at the date of
revaluation is adjusted to equal the difference between the gross carrying amount and
the carrying amount of the asset after taking into account any accumulated impairment
losses.

b. The accumulated depreciation is eliminated against the gross carrying amount of the
asset.

The amendment is effective for annual periods beginning on or after July 1, 2014.  The
amendment shall apply to all revaluations recognized in annual periods beginning on or after
the date of initial application of this amendment and in the immediately preceding annual
period. The amendment has no impact on the Group’s financial position or performance.

§ PAS 24, Related Party Disclosures - Key Management Personnel
The amendments clarify that an entity is a related party of the reporting entity if the said
entity, or any member of a group for which it is a part of, provides key management
personnel services to the reporting entity or to the parent company of the reporting entity.
The amendments also clarify that a reporting entity that obtains management personnel
services from another entity (also referred to as management entity) is not required to
disclose the compensation paid or payable by the management entity to its employees or
directors.  The reporting entity is required to disclose the amounts incurred for the key
management personnel services provided by a separate management entity.  The
amendments are effective for annual periods beginning on or after July 1, 2014 and are
applied retrospectively.  The amendments affect disclosures only and have no impact on the
Group’s financial position or performance.

§ PAS 38, Intangible Assets - Revaluation Method - Proportionate Restatement of Accumulated
Amortization
The amendments clarify that, upon revaluation of an intangible asset, the carrying amount of
the asset shall be adjusted to the revalued amount, and the asset shall be treated in one of
the following ways:

a. The gross carrying amount is adjusted in a manner that is consistent with the revaluation
of the carrying amount of the asset.  The accumulated amortization at the date of
revaluation is adjusted to equal the difference between the gross carrying amount and
the carrying amount of the asset after taking into account any accumulated impairment
losses.

b. The accumulated amortization is eliminated against the gross carrying amount of the
asset.
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The amendments also clarify that the amount of the adjustment of the accumulated
amortization should form part of the increase or decrease in the carrying amount accounted
for in accordance with the standard.

The amendments are effective for annual periods beginning on or after July 1, 2014.  The
amendments shall apply to all revaluations recognized in annual periods beginning on or
after the date of initial application of this amendment and in the immediately preceding
annual period.  The amendments have no impact on the Group’s financial position or
performance.

Annual Improvements to PFRSs (2011-2013 cycle)
The Annual Improvements to PFRSs (2011-2013 cycle) contain non-urgent but necessary
amendments to the following standards:

§ PFRS 1, First-time Adoption of Philippine Financial Reporting Standards - Meaning of
‘Effective PFRSs’
The amendment clarifies that an entity may choose to apply either a current standard or a
new standard that is not yet mandatory, but that permits early application, provided either
standard is applied consistently throughout the periods presented in the entity’s first PFRS
financial statements.  This amendment is not applicable to the Group as it is not a first-time
adopter of PFRS.

§ PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
The amendment clarifies that PFRS 3 does not apply to the accounting for the formation of a
joint arrangement in the financial statements of the joint arrangement itself.  The
amendment is effective for annual periods beginning on or after July 1, 2014 and is applied
prospectively.

§ PFRS 13, Fair Value Measurement - Portfolio Exception
The amendment clarifies that the portfolio exception in PFRS 13 can be applied to financial
assets, financial liabilities and other contracts.  The amendment is effective for annual
periods beginning on or after July 1 2014 and is applied prospectively.  The amendment has
no significant impact on the Group’s financial position or performance.

§ PAS 40, Investment Property
The amendment clarifies the interrelationship between PFRS 3 and PAS 40 when classifying
property as investment property or owner-occupied property.  The amendment stated that
judgment is needed when determining whether the acquisition of investment property is the
acquisition of an asset or a group of assets or a business combination within the scope of
PFRS 3.  This judgment is based on the guidance of PFRS 3.  This amendment is effective for
annual periods beginning on or after July 1, 2014 and is applied prospectively. The
amendment has no significant impact on the Group’s financial position or performance.

§ PFRS 9, Financial Instruments
PFRS 9, as issued, reflects the first and third phases of the project to replace PAS 39 and
applies to the classification and measurement of financial assets and liabilities and hedge
accounting, respectively.  Work on the second phase, which relate to impairment of financial
instruments, and the limited amendments to the classification and measurement model is
still ongoing, with a view to replace PAS 39 in its entirety.  PFRS 9 requires all financial assets
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to be measured at fair value at initial recognition.  A debt financial asset may, if the fair value 
option (FVO) is not invoked, be subsequently measured at amortized cost if it is held within a 
business model that has the objective to hold the assets to collect the contractual cash flows 
and its contractual terms give rise, on specified dates, to cash flows that are solely payments 
of principal and interest on the principal outstanding.  All other debt instruments are 
subsequently measured at fair value through profit or loss.  All equity financial assets are 
measured at fair value either through other comprehensive income (OCI) or profit or loss.  
Equity financial assets held for trading must be measured at fair value through profit or loss.  
For liabilities designated as at FVPL using the fair value option, the amount of change in the 
fair value of a liability that is attributable to changes in credit risk must be presented in OCI.  
The remainder of the change in fair value is presented in profit or loss, unless presentation of 
the fair value change relating to the entity’s own credit risk in OCI would create or enlarge an 
accounting mismatch in profit or loss. All other PAS 39 classification and measurement 
requirements for financial liabilities have been carried forward to PFRS 9, including the 
embedded derivative bifurcation rules and the criteria for using the FVO.  The adoption of 
the first phase of PFRS 9 will have an effect on the classification and measurement of the 
Group’s financial assets, but will potentially have no impact on the classification and 
measurement of financial liabilities.  

 
On hedge accounting, PFRS 9 replaces the rules-based hedge accounting model of PAS 39 
with a more principles-based approach.  Changes include replacing the rules-based hedge 
effectiveness test with an objectives-based test that focuses on the economic relationship 
between the hedged item and the hedging instrument, and the effect of credit risk on that 
economic relationship; allowing risk components to be designated as the hedged item, not 
only for financial items, but also for non-financial items, provided that the risk component is 
separately identifiable and reliably measurable; and allowing the time value of an option, the 
forward element of a forward contract and any foreign currency basis spread to be excluded 
from the designation of a financial instrument as the hedging instrument and accounted for 
as costs of hedging. PFRS 9 also requires more extensive disclosures for hedge accounting. 

 
PFRS 9 currently has no mandatory effective date. PFRS 9 may be applied before the 
completion of the limited amendments to the classification and measurement model and 
impairment methodology. The Group will not adopt the standard before the completion of 
the limited amendments and the second phase of the project. 

 
Basis of Consolidation 
The consolidated financial statements comprise the financial statements of the Company and its 
subsidiaries as of December 31 of each year. 
 
  Percentage of Ownership 
 Nature of 2013 2012 2011 
 Business Direct Indirect Direct Indirect Direct Indirect 
Aboitiz Energy Solutions, Inc. (AESI) Retail electricity  supplier 100.00 – 100.00 – 100.00 – 
Davao Light & Power Company, Inc. (DLP) Power distribution 99.93 – 99.93 – 99.93 – 
Cotabato Light and Power Company (CLP) Power distribution 99.94 – 99.94 – 99.94 – 
 Cotabato Ice Plant, Inc. Manufacturing – 100.00 – 100.00 – 100.00 
Subic Enerzone Corporation (SEZ) Power distribution 65.00 34.98 65.00 34.97 65.00 34.97 
Mactan Enerzone Corporation (MEZ) Power distribution 100.00 – 100.00 – 100.00 – 
Balamban Enerzone Corporation (BEZ) Power distribution 100.00 – 100.00 – 100.00 – 
Visayan Electric Company (VECO) (see Note 8) Power distribution 55.26 – 49.37 5.88 43.46 11.75 
Aboitiz Renewables, Inc. (ARI) and Subsidiaries  Power generation 100.00 – 100.00 – 100.00 – 

AP Renewables, Inc. (APRI)  Power generation – 100.00 – 100.00 – 100.00 
Bakun Power Line Corporation* Power generation – 100.00 – 100.00 – 100.00 
Cleanergy, Inc.* Power generation – 100.00 – 100.00 – 100.00 
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  Percentage of Ownership 
 Nature of 2013 2012 2011 
 Business Direct Indirect Direct Indirect Direct Indirect 

Cordillera Hydro Corporation* Power generation – 100.00 – 100.00 – 100.00 
Hedcor Benguet, Inc.* Power generation – 100.00 – 100.00 – 100.00 
Hedcor Bokod, Inc.*  Power generation – 100.00 – 100.00 – 100.00 
Hedcor Bukidnon, Inc.* Power generation – 100.00 – 100.00 – 100.00 
Hedcor, Inc. (HI) Power generation – 100.00 – 100.00 – 100.00 
Hedcor Mabinay Inc. (formerly Hedcor  

Itogon, Inc.)* Power generation – 100.00 – 100.00 – – 
Hedcor Manolo Fortich, Inc.* Power generation – 100.00 – 100.00 – – 
Hedcor Sabangan, Inc.* Power generation – 100.00 – 100.00 – 100.00 
Hedcor Sibulan, Inc. (HSI)  Power generation – 100.00 – 100.00 – 100.00 
Hedcor Tamugan, Inc.* Power generation – 100.00 – 100.00 – 100.00 
Hedcor Tudaya, Inc.* Power generation – 100.00 – 100.00 – 100.00 
Kookaburra Equity Ventures, Inc.  Holding company – 100.00 – 100.00 – 100.00 
Luzon Hydro Corporation (LHC) (see Note 8) Power generation – 100.00 – 100.00 – 100.00 
Negron Cuadrado Geothermal Development, 

Inc. (NCGDI, formerly Tagoloan Hydro 
Corporation)* Power generation – 100.00 – 100.00 – 100.00 

Hydro Electric Development Corporation 
(HEDC)* Power generation – 99.97 – 99.97 – 99.97 

Therma Power, Inc. (TPI) and Subsidiaries Power generation 100.00 – 100.00 – 100.00 – 
Therma Luzon, Inc. (TLI)  Power generation – 100.00 – 100.00 – 100.00 
Therma Marine, Inc. (Therma Marine)  Power generation – 100.00 – 100.00 – 100.00 
Therma Mobile, Inc. (Therma Mobile)  Power generation – 100.00 – 100.00 – 100.00 
Therma South, Inc. (TSI, formerly  

Therma Pagbilao, Inc.)* Power generation – 100.00 – 100.00 – 100.00 
Therma Power-Visayas, Inc. (TPVI)* Power generation – 100.00 – 100.00 – 100.00 
Therma Central Visayas, Inc. (TCVI)* Power generation – 100.00 – 100.00 – 100.00 
Therma Southern Mindanao, Inc. (TSMI)*   Power generation – 100.00 – 100.00 – 100.00 
Therma Subic, Inc. (Therma Subic)* Power generation – 100.00 – 100.00 – 100.00 
Therma Visayas, Inc. (TVI, formerly Vesper  

Industrial and Development 
Corporation)* 

Power generation – 100.00 – 100.00 – 100.00 

Pagbilao Energy Corporation (PEC)* Power generation – 100.00 – 100.00 – – 
Abovant Holdings, Inc. Holding company – 60.00 – 60.00 – 60.00 
Teraqua, Inc.  Holding company – – – 60.00 – 60.00 

Cebu Private Power Corporation (CPPC) Power generation 60.00 – 60.00 – 60.00 – 
Prism Energy, Inc. (PEI)* Retail electricity  supplier 60.00 – 60.00 – 60.00 – 
Adventenergy, Inc. Retail electricity supplier 100.00 – 100.00 – 100.00 – 

1Hedcor Bokod, Inc., Hedcor Bukidnon, Inc., Hedcor Sabangan, Inc., Hedcor Tudaya, Inc., TCVI, TSMI and Therma Subic were incorporated in 2011 
PEC, Hedcor Mabinay, Inc. and Hedcor Manolo Fortich, Inc. were incorporated in 2012. 

2On March 17, 2011, SEC approved the change in corporate name of Therma Pagbilao, Inc. to TSI. 
3On April 25, 2012, SEC approved the change in corporate name of Vesper Industrial and Development Corporation to TVI 
4On January 30, 2013, SEC approved the change in corporate name of Tagoloan Hydro Corporation to NCGDI 
5On May 3, 2013, SEC approved the change in corporate name of Hedcor Itogon, Inc. to Hedcor Mabinay, Inc. 
*No commercial operations as of December 31, 2013. 
 
All of the Company’s subsidiaries are incorporated and registered with the Philippine SEC and 
operate in the Philippines. 

 
Basis of consolidation  
The consolidated financial statements comprise the financial statements of the Company and its 
subsidiaries as at December 31 of each year.  Control is achieved when the Group is exposed, or 
has rights, to variable returns from its involvement with the investee and has the ability to affect 
those returns through its power over the investee.  Specifically, the Group controls an investee if 
and only if the Group has: 
 
 Power over the investee (i.e. existing rights that give it the current ability to direct the 

relevant activities of the investee); 
 Exposure, or rights, to variable returns from its involvement with the investee; and 
 The ability to use its power over the investee to affect is returns 
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When the Group has less than a majority of the voting or similar rights of an investee, the Group 
considers all relevant facts and circumstances in assessing whether it has power over an 
investee, including: 
 
 The contractual arrangement with the other vote holders of the investee 
 Rights arising from other contractual arrangements 
 The Group’s voting rights and potential voting rights 
 
The Group reassesses whether or not it controls an investee if facts and circumstances indicate 
that there are changes to one or more of the three elements if control.  Consolidation of a 
subsidiary begins when the Group obtains control over the subsidiary and ceases when the 
Group loses control of the subsidiary.  Assets, liabilities, income and expenses of a subsidiary 
acquired or disposed of during the year are included in the consolidated statement of 
comprehensive income from the date the Group gains control until the date the Group ceases to 
control the subsidiary. 
 
The financial statements of the subsidiaries are prepared for the same reporting year as the 
Company using consistent accounting policies. 
 
Profit and loss and each component of other comprehensive income are attributed to the equity 
holders of the parent of the Group and to the non-controlling interests, even if this results in the 
non-controlling interests having deficit balance.   When necessary, adjustments are made to the 
financial statements of subsidiaries to bring their accounting policies into line with the Croup’s 
accounting policies.  All intra-group assets, liabilities, equity, income, expenses, cash flows relating 
to transactions between members of the Group are eliminated in full on consolidation. 

 
A change in the ownership interest of a subsidiary, without loss of control, is accounted for as an 
equity transaction.  If the Group loses control over a subsidiary, it: 

 
 Derecognizes the assets (including goodwill) and liabilities of the subsidiary; 
 Derecognizes the carrying amount of any non-controlling interest; 
 Derecognizes the cumulative translation differences recorded in equity; 
 Recognizes the fair value of the consideration received; 
 Recognizes the fair value of any investment retained; 
 Recognizes any surplus or deficit in profit or loss; and 
 Reclassifies the parent’s share of components previously recognized in other comprehensive 

income to profit or loss or retained earnings, as appropriate. 
 

Transactions with Non-controlling Interests 
Non-controlling interests represent the portion of net income or loss and net assets in the 
subsidiaries not held by the Group and are presented separately in the consolidated statement of 
income and within equity in the consolidated balance sheet, separately from the equity 
attributable to equity holders of the parent.  Transactions with non-controlling interests are 
accounted for as equity transactions.  On acquisitions of non-controlling interests, the difference 
between the consideration and the book value of the share of the net assets acquired is reflected 
as being a transaction between owners and recognized directly in equity.  Gain or loss on 
disposals of non-controlling interest is also recognized directly in equity. 
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Summary of Significant Accounting Policies 
 

Business Combination and Goodwill 
Business combinations are accounted for using the acquisition method.  The cost of an 
acquisition is measured as the aggregate of the consideration transferred, measured at 
acquisition date fair value and the amount of any non-controlling interest in the acquiree.  For 
each business combination, the acquirer measures the non-controlling interest in the acquiree 
pertaining to instruments that represent present ownership interests and entitle the holders to a 
proportionate share of the net assets in the event of liquidation either at fair value or at the 
proportionate share of the acquiree’s identifiable net assets.  All other components of non-
controlling interest are measured at fair value unless another measurement basis is required by 
PFRS.  Acquisition-related costs incurred are expensed and included in administrative expenses. 

 
When the Group acquires a business, it assesses the financial assets and liabilities assumed for 
appropriate classification and designation in accordance with the contractual terms, economic 
circumstances and pertinent conditions as at the acquisition date.  This includes the separation 
of embedded derivatives in host contracts by the acquiree.  

 
If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s 
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date 
through profit or loss. 

 
Any contingent consideration to be transferred by the acquirer will be recognized at fair value at 
the acquisition date.  Subsequent changes to the fair value of the contingent consideration which 
is deemed to be an asset or liability, will be recognized in accordance with PAS 39 either in profit 
or loss or as a change to other comprehensive income.  If the contingent consideration is 
classified as equity, it should not be remeasured until it is finally settled within equity. 

 
Goodwill is initially measured at cost being the excess of the aggregate of the consideration 
transferred and the amount recognized for non-controlling interest over the net identifiable 
assets acquired and liabilities assumed.  If this consideration is lower than the fair value of the 
net assets of the subsidiary acquired, the difference is recognized directly in profit or loss. 

 
After initial recognition, goodwill is measured at cost less any accumulated impairment losses.  
For the purpose of impairment testing, goodwill acquired in a business combination is, from the 
acquisition date, allocated to each of the Group’s cash-generating units that are expected to 
benefit from the combination, irrespective of whether other assets or liabilities of the acquiree 
are assigned to those units. 
 
Where goodwill forms part of a cash-generating unit and part of the operation within that unit is 
disposed of, the goodwill associated with the operation disposed of is included in the carrying 
amount of the operation when determining the gain or loss on disposal of the operation.  
Goodwill disposed of in this circumstance is measured based on the relative values of the 
operation disposed of and the portion of the cash-generating unit retained. 
 
Impairment of goodwill 
Following initial recognition, goodwill is measured at cost less any accumulated impairment 
losses.  Goodwill is reviewed for impairment, annually or more frequently, if events or changes in 
circumstances indicate that the carrying value may be impaired. 
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For the purpose of impairment testing, goodwill acquired in a business combination is, from the 
acquisition date, allocated to each of the Group’s cash-generating units, or groups of  
cash-generating units, that are expected to benefit from the synergies of the combination, 
irrespective of whether other assets or liabilities of the Group are assigned to those units or 
groups of units. 

 
Impairment is determined by assessing the recoverable amount of the cash-generating unit or 
group of cash-generating units, to which the goodwill relates.  Where the recoverable amount of 
the cash-generating unit or group of cash-generating units is less than the carrying amount, an 
impairment loss is recognized.  

 
Common control business combination 
Business combination of entities under common control is accounted for similar to pooling of 
interest method, which is scoped out of PFRS 3, Business Combination.  Under the pooling of 
interest method, any excess of acquisition cost over the net asset value of the acquired entity is 
recorded in equity. 
 
Fair Value Measurement 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date.  The fair value 
measurement is based on the presumption that the transaction to sell the asset or transfer the 
liability takes place either: 
 

 In the principal market for the asset or liability, or 
 In the absence of a principal market, in the most advantageous market for the asset or 

liability. 
 
The principal or the most advantageous market must be accessible to the Group. 
 
The fair value of an asset or a liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, assuming that market participants act 
in their economic best interest. 
 
A fair value measurement of a non-financial asset takes into account a market participant’s 
ability to generate economic benefits by using the asset in its highest and best use or by selling it 
to another market participant that would use the asset in its highest and best use. 
 
The Group uses valuation techniques that are appropriate in the circumstances and for which 
sufficient data are available to measure fair value, maximizing the use of relevant observable 
inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the consolidated financial 
statements are categorized within the fair value hierarchy, described as follows, based on the 
lowest level input that is significant to the fair value measurement as a whole: 
 
 Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities 
 Level 2 - Valuation techniques for which the lowest level input that is significant to the fair 

value measurement is directly or indirectly observable 
 Level 3 - Valuation techniques for which the lowest level input that is significant to the fair 

value measurement is unobservable  
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For assets and liabilities that are recognized in the consolidated financial statements on a 
recurring basis, the Group determines whether transfers have occurred between Levels in 
the hierarchy by re-assessing categorization (based on the lowest level input that is 
significant to the fair value measurement as a whole) at the end of each reporting period. 

 
For the purpose of fair value disclosures, the Group has determined classes of assets and 
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level 
of the fair value hierarchy as explained above. 

 
The Group’s valuation team (the Team) determines the policies and procedures for fair value 
measurement of its investment properties and property, plant and equipment.  External valuers 
(the Valuers) are involved in the periodic valuation of these assets.  The respective subsidiary’s 
Team decides the selection of the external valuers after discussion with and approval by its Chief 
Financial Officer (CFO).  Selection criteria include market knowledge, reputation, independence 
and whether professional standards are maintained.  The Team also determines, after 
discussions with the chosen Valuers, which valuation techniques and inputs to use for each case.  

 
At each reporting date, the Team analyses the movements in the values of the investment 
properties and property, plant and equipment which are required to be re-measured or re-
assessed in accordance with the subsidiary’s accounting policies.  The team, in coordination with 
the valuers, also compares each of the changes in the fair value of each property with relevant 
external sources to determine whether the change is reasonable. 

 
On the re-appraisal year, the Team and Valuers present the valuation results and the major 
assumptions used in the valuation to its CFO and independent auditor.   

 
Investments in Associates and Joint Ventures 
An associate is an entity over which the Group has significant influence.  Significant influence is 
the power to participate in the financial and operating policy decisions of the investee, but is not 
control or joint control over those policies. 

 
A joint venture is a type of joint arrangement whereby the parties that have joint control of the 
arrangement have rights to the net assets of the joint venture.  Joint control is the contractually 
agreed sharing of control of an arrangement, which exists only when decisions about the 
relevant activities require unanimous consent of the parties sharing control. 

 
The considerations made in determining significant influence or joint control are similar to those 
necessary to determine control over subsidiaries.   

 
The Group’s investments in its associates are accounted for using the equity method.   

 
Under the equity method, the investment in an associate or a joint venture is initially recognized 
at cost.  The carrying amount of the investment is adjusted to recognize changes in the Group’s 
share of net assets of the associate or joint venture since the acquisition date.  Goodwill relating 
to the associate or joint venture is included in the carrying amount of the investment and is 
neither amortized nor individually tested for impairment. 
 
The consolidated statement of income reflects the Group’s share of the results of operations of 
the associate or joint venture.  Any change in other comprehensive income of those investees is 
presented as part of the Group’s other comprehensive income.  In addition, when there has been 
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a change recognized directly in the equity of the associate or joint venture, the Group recognizes 
its share of any changes, when applicable, in the consolidated statement of changes in equity.  
Unrealized gains and losses resulting from transactions between the Group and the associate or 
joint venture are eliminated to the extent of the interest in the associate or joint venture. 
 
The aggregate of the Group’s share of profit or loss of an associate and a joint venture is shown 
on the face of the consolidated statement of income outside operating profit and represents 
profit or loss after tax and non-controlling interests in the subsidiaries of the associate or joint 
venture. 
 
The financial statements of the associate or joint venture are prepared for the same reporting 
period as the Group.  When necessary, adjustments are made to bring the accounting policies in 
line with those of the Group. 
 
After application of the equity method, the Group determines whether it is necessary to 
recognize an impairment loss on its investment in its associate or joint venture.  At each 
reporting date, the Group determines whether there is objective evidence that the investment in 
the associate or joint venture is impaired.  If there is such evidence, the Group calculates the 
amount of impairment as the difference between the recoverable amount of the associate or 
joint venture and its carrying value and recognizes the loss in the consolidated statement of 
income. 
 
Upon loss of significant influence over the associate or joint control over the joint venture, the 
Group measures and recognizes any retained investment at its fair value.  Any difference 
between the carrying amount of the associate or joint venture upon loss of significant influence 
or joint control and the fair value of the retained investment and proceeds from disposal is 
recognized in profit or loss. 
 
Foreign Currency Translation 
Each entity in the Group determines its own functional currency and items included in the financial 
statements of each entity are measured using that functional currency.  Transactions in foreign 
currencies are initially recorded in the functional currency at the rate ruling at the date of the 
transaction.  Monetary assets and liabilities denominated in foreign currencies are retranslated 
at the functional currency rate of exchange ruling at the balance sheet date.  All differences are 
taken to the consolidated statement of income.  Non-monetary items that are measured in terms 
of historical cost in a foreign currency are translated using the exchange rates as at the dates of 
the initial transactions.  Non-monetary items measured at fair value in a foreign currency are 
translated using the exchange rates at the date when the fair value was determined. 

 
The functional currency of LHC, a subsidiary, and Western Mindanao Power Corporation 
(WMPC), Southern Philippines Power Corporation (SPPC) and STEAG State Power, Inc. (STEAG), 
associates, is the United States (US) Dollar.  As at the balance sheet date, the assets and liabilities 
of these entities are translated into the presentation currency of the Group (the Philippine peso) 
at the rate of exchange ruling at the balance sheet date and their statement of income are 
translated at the weighted average exchange rates for the year.  The exchange differences arising 
on the translation are taken directly to other comprehensive income.  Upon disposal of the 
associate, the deferred cumulative amount recognized in other comprehensive income relating 
to that particular entity is recognized in the consolidated statement of income. 
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Cash and Cash Equivalents
Cash and cash equivalents in the consolidated balance sheet consist of cash in banks and on
hand and short-term deposits with an original maturity of three months or less from dates of
placements and that are subject to insignificant risk of changes in value.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist
of cash and cash equivalents as defined above.

Inventories
Materials and supplies are valued at the lower of cost and net realizable value (NRV).  Cost is
determined on weighted average method.  NRV is the current replacement cost.  An allowance
for inventory obsolescence is provided for slow-moving, defective or damaged goods based on
analyses and physical inspection.

Financial Instruments
Date of recognition
The Group recognizes a financial asset or a financial liability in the consolidated balance sheet on
the date when it becomes a party to the contractual provisions of the instrument.  All regular
way purchases and sales of financial assets are recognized on trade date, which is the date
that the Group commits to purchase the asset.  Regular way purchases or sales of financial
assets are purchases or sales of financial assets that require delivery of assets within the
period generally established by regulation or convention in the marketplace.  Derivatives are
recognized on a trade date basis.

Initial recognition of financial instruments
All financial assets and financial liabilities are recognized initially at fair value.  Except for financial
assets at fair value through profit or loss (FVPL), the initial measurement of financial assets
includes transaction costs.  The Group classifies its financial assets in the following categories:
financial assets at FVPL, loans and receivables, held-to-maturity (HTM) investments and AFS
investments.  For financial liabilities, the Group also classifies them into financial liabilities at
FVPL and other financial liabilities.  The classification depends on the purpose for which the
investments were acquired and whether they are quoted in an active market.  The Group
determines the classification of its financial assets at initial recognition and, where allowed and
appropriate, re-evaluates such designation at every reporting date.

‘Day 1’ difference
Where the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Group recognizes the
difference between the transaction price and fair value (a ‘Day 1’ difference) in the consolidated
statement of income unless it qualifies for recognition as some other type of asset.  In cases
where use is made of data which is not observable, the difference between the transaction price
and model value is only recognized in the consolidated statement of income when the inputs
become observable or when the instrument is derecognized.  For each transaction, the Group
determines the appropriate method of recognizing the ‘Day 1’ difference amount.
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(a) Financial assets or financial liabilities at FVPL

Financial assets and liabilities at FVPL include financial assets and liabilities held for trading
purposes and financial assets and liabilities designated upon initial recognition as at
FVPL.  Financial assets and liabilities are classified as held for trading if they are acquired for
the purpose of selling and repurchasing in the near term.  Derivatives, including separated
embedded derivatives, are also classified as held for trading unless they are designated and
considered as hedging instruments in an effective hedge.

Financial assets and liabilities may be designated at initial recognition as at FVPL if the
following criteria are met: (i) the designation eliminates or significantly reduces the
inconsistent treatment that would otherwise arise from measuring the assets or liabilities, or
recognizing gains or losses on them on a different basis; (ii) the assets and liabilities are part
of a group of financial assets, liabilities or both, which are managed and their performance
evaluated on a fair value basis, in accordance with a documented risk managing strategy; or
(iii) the financial instruments contains an embedded derivative that would need to be
recorded separately, unless the embedded derivative does not significantly modify the cash
flow or it is clear, with little or no analysis, that it would not be separately recorded.

Where a contract contains one or more embedded derivatives, the entire hybrid contract
may be designated as financial asset or financial liability at FVPL, except where the
embedded derivative does not significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.

Financial assets and liabilities at FVPL are recorded at the consolidated balance sheet at fair
value.  Subsequent changes in fair value are recognized in the consolidated statement of
income.  Interest earned or incurred is recorded as interest income or expense, respectively,
while dividend income is recorded as other income when the right to receive payments has
been established.

The Group’s derivative assets and derivative liabilities are classified as financial assets and
financial liabilities at FVPL, respectively (see Note 34).

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market.  These are not entered into with the
intention of immediate or short-term resale and are not classified or designated as AFS
investments or financial assets at FVPL.  Loans and receivables are carried at amortized cost
less allowance for impairment.  Amortization is determined using the effective interest rate
method.  Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees that are integral to the effective interest rate.  Gains and losses are
recognized in the consolidated statement of income when the loans and receivables are
derecognized or impaired, as well as through the amortization process.  Loans and
receivables are included in current assets if maturity is within twelve months from the
balance sheet date.  Otherwise, these are classified as noncurrent assets.

Included under this category are the Group’s cash and cash equivalents and trade and other
receivables (see Note 33).
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(c) HTM investments

HTM investments are quoted non-derivative financial assets which carry fixed or
determinable payments and fixed maturities and which the Group has the positive intention
and ability to hold to maturity.  After initial measurement, HTM investments are measured at
amortized cost using the effective interest method.  This method uses an effective interest
rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to the net carrying amount of the financial asset.  Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees that are integral to
the effective interest rate.  Where the Group sells other than an insignificant amount of HTM
investments, the entire category would be tainted and would have to be reclassified as AFS
investments.  Gains and losses are recognized in the consolidated statement of income when
the investments are derecognized or impaired, as well as through the amortization process.

The Group does not have any HTM investment as of December 31, 2013 and 2012.

(d) AFS investments

AFS investments are non-derivative financial assets that are either designated as AFS or not
classified in any of the other categories.  They are purchased and held indefinitely, and may
be sold in response to liquidity requirements or changes in market conditions.  Quoted AFS
investments are measured at fair value with gains or losses being recognized as other
comprehensive income, until the investments are derecognized or until the investments are
determined to be impaired at which time, the accumulated gains or losses previously
reported in other comprehensive income are included in the consolidated statement of
income.  Unquoted AFS investments are carried at cost, net of impairment.  Interest earned
or paid on the investments is reported as interest income or expense using the effective
interest rate.  Dividends earned on investments are recognized in the consolidated
statement of income when the right of payment has been established.  These financial assets
are classified as noncurrent assets unless the investment matures or management intends to
dispose it within twelve months after the end of the reporting period.

The Group’s AFS investments as of December 31, 2013 and 2012 include investments in
unquoted shares of stock (see Note 34).

(e) Other financial liabilities

This category pertains to financial liabilities that are not held for trading or not designated as
at FVPL upon the inception of the liability.  These include liabilities arising from operations or
borrowings.

Other financial liabilities are recognized initially at fair value and are subsequently carried at
amortized cost, taking into account the impact of applying the effective interest method of
amortization (or accretion) for any directly attributable transaction costs.

Gains and losses are recognized in the consolidated statement of income when liabilities are
derecognized, as well as through amortization process.
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Included under this category are the Group’s trade and other payables, customers’ deposits,
bank loans, payable to a preferred shareholder of a subsidiary, finance lease obligation, long-
term obligation on power distribution system, and long-term debts (see Note 33).

Derivative financial instruments
Derivative financial instruments, including embedded derivatives, are initially recognized at fair
value on the date in which a derivative transaction is entered into or bifurcated, and are
subsequently remeasured at FVPL, unless designated as effective hedge.  Changes in fair value of
derivative instruments not accounted as hedges are recognized immediately in the consolidated
statement of income.  Derivatives are carried as assets when the fair value is positive and as
liabilities when the fair value is negative.

The Group assesses whether embedded derivatives are required to be separated from host
contracts when the Group first becomes party to the contract.  An embedded derivative is
separated from the host financial or non-financial contract and accounted for as a separate
derivative if all of the following conditions are met:

· the economic characteristics and risks of the embedded derivative are not closely related to
the economic characteristics of the host contract;

· a separate instrument with the same terms as the embedded derivative would meet the
definition of a derivative; and

· the hybrid or combined instrument is not recognized as at FVPL.

Reassessment only occurs if there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required.

Embedded derivatives that are bifurcated from the host contracts are accounted for either as
financial assets or financial liabilities at FVPL.

As of December 31, 2013 and 2012, the Group has freestanding derivatives in the form of
non-deliverable foreign currency forward contracts entered into to economically hedge its
foreign exchange risk.  In 2013, the Group applied hedge accounting treatment on its derivative
transactions.  The Group has not bifurcated any embedded derivatives as of December 31, 2013
and 2012.

Classification of financial instruments between liability and equity
A financial instrument is classified as liability if it provides for a contractual obligation to:

· deliver cash or another financial asset to another entity; or
· exchange financial assets or financial liabilities with another entity under conditions that are

potentially unfavorable to the Group; or
· satisfy the obligation other than by the exchange of a fixed amount of cash or another

financial asset for a fixed number of own equity shares.

If the Group does not have an unconditional right to avoid delivering cash or another financial
asset to settle its contractual obligation, the obligation meets the definition of a financial liability.
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Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement.  Interest, dividends, gains and losses relating to a financial instrument
or a component that is a financial liability, are reported as income or expense.  Distributions to
holders of financial instruments classified as equity are charged directly to equity net of any
related income tax benefits.

The components of issued financial instruments that contain both liability and equity elements
are accounted for separately, with the equity component being assigned the residual amount
after deducting from the instrument as a whole the amount separately determined as the fair
value of the liability component on the date of issue.

Redeemable Preferred Shares (RPS)
The component of the RPS that exhibits characteristics of a liability is recognized as a liability in
the consolidated balance sheet, net of transaction costs.  The corresponding dividends on those
shares are charged as interest expense in the consolidated statement of income.  On issuance of
the RPS, the fair value of the liability component is determined using a market rate for an
equivalent non-convertible bond; and this amount is carried as a long term liability on the
amortized cost basis until extinguished on redemption.

Derecognition of Financial Assets and Liabilities
Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized where:

· the rights to receive cash flows from the asset expires;
· the Group retains the right to receive cash flows from the asset, but has assumed an obligation

to pay them in full without material delay to a third party under a ‘pass-through’
arrangement; or

· the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognized to the extent of the Group’s continuing involvement
in the asset.

Financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired.

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in the consolidated
statement of income.
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Impairment of Financial Assets
The Group assesses at each balance sheet date whether a financial asset or group of financial
assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if and
only if, there is an objective evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has
an impact on the estimated future cash flows of the financial asset or the group of financial
assets that can be reliably estimated.  Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will enter bankruptcy or
other financial reorganization and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or economic conditions
that correlate with defaults.

Loans and receivables
For loans and receivables carried at amortized cost, the Group first assesses individually whether
objective evidence of impairment exists for financial assets that are individually significant, or
collectively for financial assets that are not individually significant.  If there is objective evidence
that an impairment loss has been incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows
(excluding future expected credit losses that have not yet been incurred).  If the Group
determines that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or not, the asset is included in a group of financial assets with similar
credit risk characteristics and that group of financial assets is collectively assessed for
impairment.  Assets that are individually assessed for impairment and for which an impairment
loss is or continues to be recognized are not included in a collective assessment of impairment.

The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognized in the consolidated statement of income.  Interest income
continues to be accrued on the reduced carrying amount based on the original EIR of the
financial asset.   Loans and receivables together with the associated allowance are written off
when there is no realistic prospect of future recovery and all collateral has been realized or has
been transferred to the Group.  If, in a subsequent period, the amount of the impairment loss
increases or decreases because of an event occurring after the impairment was recognized, the
previously recognized impairment loss is increased or decreased by adjusting the allowance
account.  Any subsequent reversal of an impairment loss is recognized in the consolidated
statement of income, to the extent that the carrying value of the asset does not exceed its
amortized cost at the reversal date.

Assets carried at cost
If there is objective evidence that an impairment loss on an unquoted equity instrument that is
not carried at fair value because its fair value cannot be reliably measured, or on a derivative
asset that is linked to and must be settled by delivery of such an unquoted equity instrument has
been incurred, the amount of the loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the current market
rate of return for a similar financial asset.

AFS investments
For AFS investments, the Group assesses at each balance sheet date whether there is objective
evidence that an investment or group of investments is impaired.
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In the case of equity investments classified as AFS, objective evidence of impairment would 
include a significant or prolonged decline in the fair value of the investments below its cost. 
Where there is evidence of impairment, the cumulative loss (measured as the difference 
between the acquisition cost and the current fair value, less any impairment loss on that financial 
asset previously recognized in the consolidated statement of income) is removed from other 
comprehensive income and recognized in the consolidated statement of income.  Impairment 
losses on equity investments are not reversed through the consolidated statement of income.  
Increases in fair value after impairment are recognized directly in other comprehensive income. 

 
In the case of debt instruments classified as AFS, impairment is assessed based on the same 
criteria as financial assets carried at amortized cost.  Future interest income is based on rate of 
interest used to discount future cash flows for measuring impairment loss.  Such accrual is 
recorded as part of “Interest income” in the consolidated statement of income.  If, in subsequent 
period, the fair value of a debt instrument increased and the increase can be objectively related 
to an event occurring after the impairment loss was recognized in the consolidated statement of 
income, the impairment loss is reversed through the consolidated statement of income. 

 

 
Offsetting Financial Instruments 
Financial assets and financial liabilities are offset and the net amount is reported in the 
consolidated balance sheet if, and only if, there is a currently enforceable legal right to offset the 
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and 
settle the liability simultaneously.  This is not generally the case with master netting agreements 
whereby the related assets and liabilities are presented gross in the consolidated balance sheet. 

 
Property, Plant and Equipment 
Except for land, property, plant and equipment are stated at cost, excluding the costs of day-to-
day servicing, less accumulated depreciation and accumulated impairment in value.  The initial 
cost of property, plant and equipment comprises its purchase price, including import duties, if 
any, and nonrefundable taxes and any directly attributable costs of bringing the asset to its 
working condition and location for its intended use.  Such cost includes the cost of replacing 
parts of such property, plant and equipment when that cost is incurred if the recognition criteria 
are met.  Cost also include asset retirement obligation relating to the decommissioning of power 
plant equipment, if any.  Repairs and maintenance costs are recognized in the consolidated 
statement of income as incurred.  Land is stated at cost less any accumulated impairment in 
value. 

 
Depreciation is computed using the straight-line method over the estimated useful lives of the 
assets as follows: 

 

Category  
Estimated Useful 

Life (in years) 
Buildings, warehouses and improvements  10-40 
Power plant equipment  2-38 
Transmission, distribution and substation equipment   

Power transformers  30 
Poles and wires  20-40 
Other components  12-30 

 
(Forward) 
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Category  
Estimated Useful 

Life (in years) 
Transportation equipment  5-10 
Office furniture, fixtures and equipment  2-20 
Electrical equipment  5-20 
Meters and laboratory equipment  12-25 
Steam field assets  20-25 
Tools and others  2-10 

 
Leasehold improvements are amortized over the shorter of the lease terms and the lives of the 
improvements. 

 
The carrying values of property, plant and equipment are reviewed for impairment when events 
or changes in circumstances indicate that the carrying values may not be recoverable. 

 
Fully depreciated assets are retained in the accounts until these are no longer in use. When 
assets are retired or otherwise disposed of, both the cost and related accumulated depreciation 
and amortization and any allowance for impairment losses are removed from the accounts, and 
any resulting gain or loss is credited or charged to current operations.  An item of property, plant 
and equipment is derecognized upon disposal or when no future economic benefits are expected 
from its use or disposal.  Any gain or loss arising on derecognition of the asset (calculated as the 
difference between the net disposal proceeds and the carrying amount of the asset) is included 
in the consolidated statement of income in the year the asset is derecognized. 
 
The assets’ residual values, useful lives and depreciation method are reviewed, and adjusted 
i f  appropriate, at each financial year-end. 

 
When each major inspection is performed, its cost is recognized in the carrying amount of the 
property, plant and equipment as a replacement if the recognition criteria are satisfied.   

 
Construction in progress represents structures under construction and is stated at cost.  This 
includes cost of construction and other direct costs.  Borrowing costs that are directly 
attributable to the construction of property, plant and equipment are capitalized during the 
construction period.   

 
Arrangement Containing a Lease 
The determination of whether an arrangement is, or contains, a lease is based on the substance 
of the arrangement and requires an assessment of whether the fulfillment of the arrangement is 
dependent on the use of a specific asset or assets and the arrangement conveys a right to use 
the asset.  A reassessment is made after inception of the lease only if one of the following 
applies: 

 
(a) there is a change in contractual terms, other than a renewal or extension of the 

arrangement; 
(b) a renewal option is exercised or extension granted, unless the term of the renewal or 

extension was initially included in the lease term; 
(c) there is a change in the determination of whether fulfillment is dependent on a specific 

asset; or 
(d) there is a substantial change to the asset. 
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Where a reassessment is made, lease accounting shall commence or cease from the date when
the change in circumstances gives rise to the reassessment for scenarios (a), (c) or (d) above, and
at the date of renewal or extension period for scenario (b).

Finance lease
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalized at the inception of the lease at the fair value of the
leased property or, if lower, at the present value of the minimum lease payments.  Obligations
arising from plant assets under finance lease agreement are classified in the consolidated
balance sheet as finance lease obligation.

Lease payments are apportioned between financing charges and reduction of the lease liability
so as to achieve a constant rate of interest on the remaining balance of the liability.  Financing
charges are charged directly against income.

Capitalized leased assets are depreciated over the estimated useful life of the assets when there
is reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset
are classified as operating lease.  Operating lease payments are recognized as an expense in the
consolidated statement of income on a straight-line basis over the lease term.

Service Concession Arrangements
Public-to-private service concession arrangements where: (a) the grantor controls or regulates
what services the entities in the Group must provide with the infrastructure, to whom it must
provide them, and at what price; and (b) the grantor controls-through ownership, beneficial
entitlement or otherwise-any significant residual interest in the infrastructure at the end of the
term of the arrangement, are accounted for under the provisions of Philippine Interpretation
IFRIC 12, Service Concession Arrangements.  Infrastructures used in a public-to-private service
concession arrangement for its entire useful life (whole-of-life assets) are within the scope of this
Interpretation if the conditions in (a) are met.

This interpretation applies to both: (a) infrastructure that the entities in the Group constructs or
acquires from a third party for the purpose of the service arrangement; and (b) existing
infrastructure to which the grantor gives the entity in the Group access for the purpose of the
service arrangement.

Infrastructures within the scope of this Interpretation are not recognized as property, plant and
equipment of the Group.  Under the terms of contractual arrangements within the scope of this
Interpretation, an entity acts as a service provider.  An entity constructs or upgrades
infrastructure (construction or upgrade services) used to provide a public service and operates
and maintains that infrastructure (operation services) for a specified period of time.

An entity recognizes and measures revenue in accordance with PAS 11, Construction Contracts,
and PAS 18, Revenue, for the services it performs.  If an entity performs more than one service
(i.e. construction or upgrade services and operation services) under a single contract or
arrangement, consideration received or receivable shall be allocated by reference to the relative
fair values of the services delivered, when the amounts are separately identifiable.
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When an entity provides construction or upgrades services, the consideration received or
receivable by the entity is recognized at its fair value.  An entity accounts for revenue and costs
relating to construction or upgrade services in accordance with PAS 11.  Revenue from
construction contracts is recognized based on the percentage-of-completion method, measured
by reference to the percentage of costs incurred to date to estimated total costs for each
contract.  The applicable entities account for revenue and costs relating to operation services in
accordance with PAS 18.

An entity recognizes a financial asset to the extent that it has an unconditional contractual right
to receive cash or another financial asset from or at the direction of the grantor for the
construction services.  An entity recognizes an intangible asset to the extent that it receives a
right (a license) to charge users of the public service.

When the applicable entities have contractual obligations it must fulfill as a condition of its
license (a) to maintain the infrastructure to a specified level of serviceability or (b) to restore the
infrastructure to a specified condition before it is handed over to the grantor at the end of the
service arrangement, it recognizes and measures these contractual obligations in accordance
with PAS 37, Provisions, Contingent Liabilities and Contingent Assets, i.e., at the best estimate of
the expenditure that would be required to settle the present obligation at the balance sheet
date.

Borrowing cost attributable to the construction of the asset if the consideration received or
receivable is an intangible asset, is capitalized during the construction phase.  In all other cases,
borrowing costs are expensed as incurred.

Intangible Assets
Intangible assets acquired separately are measured on initial recognition at cost.  The cost of
intangible assets acquired in a business combination is fair value as at the date of the acquisition.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and any accumulated impairment losses.  Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in the
consolidated statement of income in the year in which the expenditure is incurred.

Software and licenses
Software and licenses are initially recognized at cost.  Following initial recognition, the software
and licenses are carried at cost less accumulated amortization and any accumulated impairment
in value.

The software development costs is amortized on a straight-line basis over its estimated useful
economic life of three to five years and assessed for impairment whenever there is an indication
that the intangible asset may be impaired.  The amortization commences when the software
development costs is available for use.  The amortization period and the amortization method for
the software development costs are reviewed at each financial year-end.  Changes in the
estimated useful life is accounted for by changing the amortization period or method, as
appropriate, and treating them as changes in accounting estimates.  The amortization expense is
recognized in the consolidated statement of income in the expense category consistent with the
function of the software development costs.
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Service concession right
The Group’s intangible asset - service concession right pertains mainly to its right to charge users
of the public service in connection with the service concession and related arrangements.  This is
recognized initially at the fair value which consists of the cost of construction services and the
fair value of future fixed fee payments in exchange for the license or right.  Following initial
recognition, the intangible asset is carried at cost less accumulated amortization and any
accumulated impairment losses.

The intangible asset - service concession right is amortized using the straight-line method over
the estimated economic useful life which is the service concession period, and assessed for
impairment whenever there is an indication that the intangible asset may be impaired.  The
estimated economic useful life is ranging from 18 to 25 years.  The amortization period and the
amortization method are reviewed at least at each financial year-end.  Changes in the expected
useful life or the expected pattern of consumption of future economic benefits embodied in the
asset is accounted for by changing the amortization period or method, as appropriate, and are
treated as changes in accounting estimates.  The amortization expense is recognized in the
consolidated statement of income in the expense category consistent with the function of the
intangible asset.

Franchise
The Group’s franchise pertains to VECO’s franchise to distribute electricity within an area granted
by the Philippine Legislature, acquired in the business combination in 2013.  The franchise is
initially recognized at its fair value at the date of acquisition.  Following initial recognition, the
franchise is carried at cost less accumulated amortization and any accumulated impairment
losses. The Group’s franchise is amortized using the straight-line method over the estimated
economic useful life, and assessed for impairment whenever there is an indication that the
franchise may be impaired.  The estimated economic useful life of the franchise is 40 years.  The
amortization period and amortization method for franchise are reviewed at least at each
financial year-end. Changes in the expected useful life or the expected pattern of consumption of
future economic benefits embodied in the franchise are accounted for by changing the
amortization period or method, as appropriate, and treated as a change in accounting estimates.
The amortization expense on franchise is recognized in the consolidated statement of income in
the expense category consistent with its function.

Project development costs
Project development costs include power plant projects in the development phase which meet
the “identifiability” requirement under PAS 38, Intangible Assets, as they are separable and
susceptible to individual sale and are carried at acquisition cost.  These assets are transferred to
“Property, plant and equipment” when construction of each power plant commences.  During
the period of development, the asset is tested for impairment annually.

Research and Development Expenditure
The Group’s policy is to record research expenses in the consolidated statement of income in the
period when they are incurred.

Development costs are recognized as an intangible asset on the consolidated balance sheet if the
Group can identify them separately and show the technical viability of the asset, its intention and
capacity to use or sell it, and how it will generate probable future economic benefits.
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Following initial recognition of the development expenditure as an asset, the cost model is
applied requiring the asset to be carried at cost less any accumulated amortization and
accumulated impairment losses.  Amortization of the asset begins when development is
complete and the asset is available for use.  It is amortized over the period of expected future
benefit.  During the period of development, the asset is tested for impairment annually.

Investment Property
Investment property pertains to land not used in operations.  Initially, investment property is
measured at cost including transaction costs.  Subsequent to initial recognition investment
property is stated at cost less any impairment in value.

Investment property is derecognized when it has either been disposed of or when the
investment property is permanently withdrawn from use and no future benefit is expected from
its disposal.  Any gain or loss on the derecognition of an investment property is recognized in the
consolidated statement of income in the year of derecognition.  Transfers are made to
investment property when, and only when, there is a change in use, evidenced by ending of
owner-occupation, commencement of an operating lease to another party or ending of
construction or development.  Transfers are made from investment property when, and only
when, there is a change in use, evidenced by commencement of owner-occupation or
commencement of development with a view to sale.

For a transfer from investment property to owner-occupied property or inventories, the deemed
cost of property for subsequent accounting is its fair value at the date of change in use.  If the
property occupied by the Group as an owner-occupied property becomes an investment
property, the Group accounts for such property in accordance with the policy stated under
property, plant and equipment up to the date of change in use.  For a transfer from inventories
to investment property, any difference between the fair value of the property, plant and
equipment at that date and its previous carrying amount is recognized in the consolidated
statement of income.  When the Group completes the construction or development of a self-
constructed investment property, any difference between the fair value of the property at that
date and its previous carrying amount is recognized in the consolidated statement of income.

Impairment of Non-financial Assets
Other current assets, property, plant and equipment, intangible assets, investment property, and

investment in and advances to associates
The Group assesses at each reporting date whether there is an indication that an asset may be
impaired.  If any such indication exists, or when annual impairment testing for an asset is
required, the Group makes an estimate of the asset’s recoverable amount.  An asset’s
recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to
sell and its value in use and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of
assets.  Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount.  In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to
the asset.  Impairment losses of continuing operations are recognized in the consolidated
statement of income in those expense categories consistent with the function of the impaired
asset.
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An assessment is made at each balance sheet date as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased.  If such
indication exists, the recoverable amount is estimated.  A previously recognized impairment loss
is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognized.  If that is the case, the
carrying amount of the asset is increased to its recoverable amount.  That increased amount
cannot exceed the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognized for the asset in prior years.  Such reversal is recognized in
the consolidated statement of income unless the asset is carried at revalued amount, in which
case the reversal is treated as a revaluation increase.  After such a reversal, the depreciation
charge is adjusted in future periods to allocate the asset’s revised carrying amount, less any
residual value, on a systematic basis over its remaining useful life.

Asset Retirement Obligation
The asset retirement obligation arose from the Group’s obligation, under their contracts, to
decommission, abandon and perform surface rehabilitation at the end of its useful lives of the
steam field assets or upon abandonment of the plant.  A corresponding asset is recognized as
part of property, plant and equipment.  Decommissioning costs are provided at the present value
of expected costs to settle the obligation using estimated cash flows.  The cash flows are
discounted at a current pre-tax rate that reflects the risks specific to the asset retirement
obligation.  The unwinding of the discount is expensed as incurred and recognized in the
consolidated statement of income under “Interest expense” account.  The estimated future costs
of decommissioning are reviewed annually and adjusted prospectively.

Changes in the estimated future costs or in the discount rate applied are added or deducted from
the cost of the steam field asset.  The amount deducted from the cost of the steam field asset,
shall not exceed its carrying amount.

If the decrease in the liability exceeds the carrying amount of the steam field asset, the excess
shall be recognized immediately in the consolidated statement of income.

Capital Stock and Additional Paid-in Capital
Capital stock is measured at par value for all shares issued.  When the Company issues more than
one class of stock, a separate account is maintained for each class of stock and the number of
shares issued.  Capital stock includes common stock and preferred stock.

When the shares are sold at premium, the difference between the proceeds and the par value is
credited to the “Additional paid-in capital” account.  When shares are issued for a consideration
other than cash, the proceeds are measured by the fair value of the consideration received.  In
case the shares are issued to extinguish or settle the liability of the Company, the shares shall be
measured either at the fair value of the shares issued or fair value of the liability settled,
whichever is more reliably determinable.

Direct costs incurred related to equity issuance, such as underwriting, accounting and legal fees,
printing costs and taxes are debited to the “Additional paid-in capital” account.  If additional
paid-in capital is not sufficient, the excess is charged against an equity reserve account.
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Retained Earnings
The amount included in retained earnings includes accumulated earnings of the Company and
reduced by dividends on capital stock.  Dividends on capital stock are recognized as a liability and
deducted from equity when they are approved by the BOD.  Dividends for the year that are
approved after the financial reporting date are dealt with as an event after the financial reporting
date.  Retained earnings may also include effect of changes in accounting policy as may be
required by the transition provisions of new and amended standards.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured.  Revenue is measured at the fair value of the
consideration received or receivable, taking into account contractually defined terms of payment
and excluding discounts, rebates and other sales taxes or duties.  The Group assesses its revenue
arrangements against specific criteria in order to determine if it is acting as a principal or an
agent.

The following specific recognition criteria must also be met before revenue is recognized:

Sale of power
Revenue from power distribution and retail energy supply contracts are recognized from retail
and wholesale electricity sales upon supply of power to the customers.  Revenue from power
generation is recognized in the period actual capacity is generated and earned.  In the case of
ancillary services, revenue for scheduled capacity without energy dispatched is recognized as the
scheduled time for the approved reserved capacity occurs.  For scheduled capacity with energy
dispatched, revenue is recognized as the actual dispatch is performed.

Dividend income
Dividend income is recognized when the Group’s right to receive payment is established.

Services
Service fees which are primarily earned from the installation of electrical power-saving devices
are recognized when the Group’s share of power-saving income is determined.

Technical, management and other fees
Technical, management and other services fees are recognized when the related services are
rendered.

Interest income
Interest is recognized as it accrues taking into account the effective interest method.

Costs and Expenses
Costs and expenses are decreases in economic benefits during the accounting period in the form
of outflows or decrease of assets or incurrence of liabilities that result in decreases in equity,
other than those relating to distributions to equity participants.  Expenses are recognized when
incurred.
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Pension Benefits
The Group has defined benefit pension plans which require contributions to be made to
separately administered funds.  The net defined benefit liability or asset is the aggregate of the
present value of the defined benefit obligation at the end of the reporting period reduced by the
fair value of plan gassets (if any), adjusted for any effect of limiting a net defined benefit asset to
the asset ceiling. The asset ceiling is the present value of any economic benefits available in the
form of refunds from the plan or reductions in future contributions to the plan.

The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:
- Service cost
- Net interest on the net defined benefit liability or asset
- Remeasurements of net defined benefit liability or asset

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in profit or loss.  Past service costs are recognized
when plan amendment or curtailment occurs.  These amounts are calculated periodically by
independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on government bonds to the net defined benefit liability or
asset.  Net interest on the net defined benefit liability or asset is recognized as expense or
income in the consolidated statement of income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in other comprehensive income in the period in which they arise.  Remeasurements
are not reclassified to consolidated statement of income in subsequent periods.

Plan assets are assets that are held by a long-term employee benefit fund.  Plan assets are not
available to the creditors of the Group, nor can they be paid directly to the Group.  Fair value of
plan assets is based on market price information.  When no market price is available, the fair
value of plan assets is estimated by discounting expected future cash flows using a discount rate
that reflects both the risk associated with the plan assets and the maturity or expected disposal
date of those assets (or, if they have no maturity, the expected period until the settlement of the
related obligations).  If the fair value of the plan assets is higher than the present value of the
defined benefit obligation, the measurement of the resulting defined benefit asset is limited to
the present value of economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain.
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Borrowing Costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective assets.  All other borrowing costs are expensed in
the period they occur.  Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.

Taxes
Current income tax
Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities.  The tax rates and tax
laws used to compute the amount are those that are enacted or substantively enacted as of the
balance sheet date.

Deferred income tax
Deferred income tax is provided using the balance sheet liability method on temporary
differences at the balance sheet date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences, except:

· where the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

· in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences, carryforward
benefits of unused tax credits and unused tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carryforward
benefits of unused tax credits and unused tax losses can be utilized except:

· where the deferred income tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

· in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred income tax assets are recognized only to
the extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary differences can be
utilized.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred income tax asset to be utilized.  Unrecognized deferred
income tax assets are reassessed at each balance sheet date and are recognized to the extent
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that it has become probable that future taxable profit will allow the deferred income tax asset to
be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to
apply to the year when the asset is realized or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted as of the balance sheet date.

Income tax relating to items recognized directly in other comprehensive income is also
recognized in other comprehensive income and not in the consolidated statement of income.

Deferred income tax assets and deferred income tax liabilities are offset, i f a legally
enforceable right exists to set off current income tax assets against current income tax
liabilities and the deferred income taxes relate to the same taxable entity and the same
taxation authority.

Input Value-Added Tax (VAT)
Input VAT represents VAT imposed on the Group by its suppliers for the acquisition of goods and
services as required by Philippine taxation laws and regulations.

Input VAT, which is presented as part of “Other current assets” and/or “Other noncurrent assets”
in the consolidated balance sheets, is recognized as an asset and will be used to offset the
Group’s current output VAT liabilities and/or applied for claim for tax credit certificates.  Input
VAT is stated at its estimated NRV.

Output VAT
Output VAT represents VAT due on the sale, lease or exchange of taxable goods or properties or
service by any person registered or required to register under Philippine taxation laws and
regulations.

Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.  Where the Group expects some or all of a provision to be reimbursed, for example
under an insurance contract, the reimbursement is recognized as a separate asset but only when
the reimbursement is virtually certain.  The expense relating to any provision is presented in the
consolidated statement of income net of any reimbursement.  If the effect of the time value of
money is material, provisions are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specific to the liability.  Where discounting is used, the increase in the
provision due to the passage of time is recognized as a borrowing cost.

Contingencies
Contingent liabilities are not recognized in the consolidated financial statements.  These are
disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote.  Contingent assets are not recognized in the consolidated financial statements but
disclosed when an inflow of economic benefits is probable.
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Events After the Reporting Period
Post year-end events that provide additional information about the Group’s position at balance
sheet date (adjusting events) are reflected in the consolidated financial statements.  Post year-
end events that are not adjusting events are disclosed when material.

Earnings Per Common Share
Basic earnings per common share are computed by dividing consolidated net income for the year
attributable to the equity holders of the Company by the weighted average number of common
shares issued and outstanding during the year, after giving retroactive effect for any stock
dividends declared and stock rights exercised during the year.

Diluted earnings per share amounts are calculated by dividing the consolidated net income for
the year attributable to the equity holders of the parent by the weighted average number of
common shares outstanding during the year plus the weighted average number of common
shares that would be issued for outstanding common stock equivalents.  The Group does not
have dilutive potential common shares.

Operating Segments
For management purposes, the Group is organized into two major operating segments (power
generation and power distribution) according to the nature of the services provided, with each
segment representing a significant business segment.  The Group’s identified operating segments
are consistent with the segments reported to the BOD which is the Group’s Chief Operating
Decision Maker (CODM).  Financial information on the operating segment is presented in
Note 31.

3. Summary of Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Group’s consolidated financial statements require management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities and the disclosures of contingent liabilities.  However, uncertainty about
these assumptions could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in the future periods.

Judgments
In the process of applying the Group’s accounting policies, management has made judgments,
apart from those involving estimations, which have the most significant effect on the amounts
recognized in the consolidated financial statements:

Determining functional currency
Based on the economic substance of the underlying circumstances relevant to the companies in
the Group, the functional currency of the companies in the Group has been determined to be the
Philippine Peso except for certain subsidiary and associates whose functional currency is the US
Dollar.  The Philippine Peso is the currency of the primary economic environment in which
companies in the Group operates and it is the currency that mainly influences the sale of power
and services and the costs of power and of providing the services.  The functional currency of the
Group’s subsidiaries and associates is the Philippine Peso except for LHC, STEAG, SPPC and
WMPC whose functional currency is the US Dollar.
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Service concession arrangements - Companies in the Group as Operators
Based on management’s judgment, the provisions of Philippine Interpretation IFRIC 12 apply to
SEZ’s Distribution Management Service Agreement (DMSA) with Subic Bay Metropolitan
Authority (SBMA); MEZ’s Built-Operate-Transfer (BOT) agreement with Mactan Cebu
International Airport Authority (MCIAA) and LHC’s Power Purchase Agreement (PPA) with the
National Power Corporation (NPC).  SEZ, MEZ and LHC’s service concession agreements were
accounted for under the intangible asset model.

The Company’s associate, STEAG, has also determined that the provisions of Philippine
Interpretation IFRIC 12 apply to its PPA with NPC.  STEAG’s service concession agreement was
accounted for under the financial asset models.  Refer to the accounting policy on service
concession arrangements for the discussion of intangible asset and financial asset models.

Determining fair value of customers’ deposits
In applying PAS 39 on transformer and lines and poles deposits, the Group has made a judgment
that the timing and related amounts of future cash flows relating to such deposits cannot be
reasonably and reliably estimated for purposes of establishing their fair values using alternative
valuation techniques since the expected timing of customers’ refund or claim for these deposits
cannot be reasonably estimated.  These customers’ deposits, which are therefore stated at cost,
amounted to P=5.14 billion and P=2.40 billion as of December 31, 2013 and 2012, respectively
(see Note 17).

Finance lease - Company in the Group as the lessee
In accounting for its Independent Power Producer (IPP) Administration Agreement with the
Power Sector Assets and Liabilities Management Corporation (PSALM), the Group’s management
has made a judgment that the IPP Administration Agreement of TLI is an arrangement that
contains a lease.  The Group’s management has made a judgment that TLI has substantially
acquired all the risks and rewards incidental to ownership of the power plant principally by virtue
of its right to control the capacity of power plant and its right to receive the transfer of the
power plant at the end of the IPPA Administration Agreement for no consideration.  Accordingly,
the Group accounted for the agreement as a finance lease and recognized the power plant and
finance lease obligation at the present value of the agreed monthly payments to PSALM (see
Note 34).

The power plant is depreciated over its estimated useful life, as there is reasonable certainty that
the Group will obtain ownership by the end of the lease term.  As of December 31, 2013 and
2012, the carrying value of the power plant amounted to P=40.14 billion and P=41.24 billion,
respectively (see Notes 11 and 35).  The carrying value of finance lease obligation amounted to
P=55.20 billion and P=54.38 billion as of December 31, 2013 and 2012, respectively (see Note 35).

Nonconsolidation of Manila-Oslo Renewable Enterprise, Inc. (MORE) and its subsidiaries
The Group has 83.33% interest in MORE and has 60% ownership interest in SN Aboitiz Power-
Magat, Inc. and SN Aboitiz Power-Benguet, Inc.  The Group does not consolidate MORE because
of absence of control resulting from the shareholder’s agreement, which, among others,
stipulate the management and operation of MORE.  Management of MORE is vested in its BOD
and the affirmative vote of the other shareholder is required for the approval of certain
corporate actions which includes financial and operating undertakings (see Note 9).
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Accounting for acquisition of Power Barges (PB)
The Group acquired barge-mounted floating power plants.  The Group has made a judgment that
the transactions represent acquisitions of assets, and accordingly, accounted for the acquisitions
in accordance with PAS 16.

Classification of financial instruments
The Group exercises judgment in classifying a financial instrument, or its component parts, on
initial recognition as either a financial asset, a financial liability or an equity instrument in
accordance with the substance of the contractual arrangement and the definition of a financial
asset, a financial liability or an equity instrument.  The substance of a financial instrument, rather
than its legal form, governs its classification in the consolidated balance sheet.

Estimation Uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at
the balance sheet date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below:

Acquisition accounting
The Group accounts for acquired businesses using the acquisition method of accounting which
requires that the assets acquired and the liabilities assumed be recorded at the date of
acquisition at their respective fair values.

The application of the acquisition method requires certain estimates and assumptions especially
concerning the determination of the fair values of acquired intangible assets and property, plant
and equipment as well as liabilities assumed at the date of the acquisition.  Moreover, the useful
lives of the acquired intangible assets and property, plant and equipment have to be determined.

The judgments made in the context of the purchase price allocation can materially impact the
Group’s future results of operations.  Accordingly, for significant acquisitions, the Group obtains
assistance from third party valuation specialists.  The valuations are based on information
available at the acquisition date (see Note 8).

Estimating allowance for impairment losses on investments in and advances to associates
Investments in and advances to associates are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.  There were
no impairment indicators in 2012 and 2011 based on management’s assessment.  In 2013, it was
determined that the carrying value of the investment in Hijos exceeded its recoverable amount.
As a result, an impairment loss amounting to P=568.1 million was recognized.  The carrying
amounts of the investments in and advances to associates amounted to P=25.33 billion and
P=25.80 billion as of December 31, 2013 and 2012, respectively (see Note 9).

Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis.  This requires an
estimation of the value in use of the cash-generating units to which the goodwill is allocated.
Estimating the value in use requires the Group to make an estimate of the expected future cash
flows from the cash-generating unit and also to choose a suitable discount rate in order to
calculate the present value of those cash flows.  The carrying amount of goodwill as of
December 31, 2013 and 2012 amounted to P=806.1 million and P=996.0 million, respectively
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(see Note 10).  Goodwill impairment recognized in 2013 amounted to P=368.9 million.  No
impairment of goodwill was recognized in 2012 and 2011.

Estimating useful lives of property, plant and equipment
The Group estimates the useful lives of property, plant and equipment based on the period over
which assets are expected to be available for use.  The estimated useful lives of property, plant
and equipment are reviewed periodically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and legal or other
limits on the use of the assets.  In addition, the estimation of the useful lives of property, plant
and equipment is based on collective assessment of internal technical evaluation and experience
with similar assets.  It is possible, however, that future results of operations could be materially
affected by changes in estimates brought about by changes in the factors and circumstances
mentioned above.  As of December 31, 2013 and 2012, the net book values of property, plant
and equipment excluding land amounted to P=105.68 billion and P=84.29 billion, respectively
(see Note 11).

Estimating residual value of property, plant and equipment
The residual value of the Group’s property, plant and equipment is estimated based on the
amount that would be obtained from disposal of the asset, after deducting estimated costs of
disposal, if the asset is already of the age and in the condition expected at the end of its useful
life.  Such estimation is based on the prevailing price of property, plant and equipment of similar
age and condition.  The estimated residual value of each asset is reviewed periodically and
updated if expectations differ from previous estimates due to changes in the prevailing price of a
property, plant and equipment of similar age and condition.  As of December 31, 2013 and 2012,
the aggregate net book values of property, plant and equipment excluding land amounted to
P=105.68 billion and P=84.29 billion, respectively (see Note 11).

Estimating useful lives of intangible asset - franchise
The Group estimates the useful life of VECO distribution franchise based on the period over
which the asset is estimated to be available for use over 40 years, which consist of the 15 years
remaining contract period from the date of business combination and an expected probable
renewal covering another 25 years.  As of December 31, 2013, the carrying value of the franchise
amounted to P=3.05 billion (see Note 13).

Estimating useful lives of intangible asset - service concession rights
The Group estimates the useful lives of intangible asset arising from service concessions based
on the period over which the asset is expected to be available for use which is 25 years.  The
Group has not included any renewal period on the basis of uncertainty, as of balance sheet date,
of the probability of securing renewal contracts at the end of the original contract term.  As of
December 31, 2013 and 2012, the aggregate net book values of intangible asset - service
concession rights amounted to P=3.66 billion and P=3.69 billion, respectively (see Note 12).

Assessing impairment of nonfinancial assets
The Group assesses whether there are any indicators of impairment for nonfinancial assets at
each balance sheet date.  These nonfinancial assets (property, plant and equipment, intangible
asset - service concession rights, investment property, and other current and noncurrent assets)
are tested for impairment when there are indicators that the carrying amounts may not be
recoverable.
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Determining the recoverable amount of non-financial assets, which requires the determination
of future cash flows expected to be generated from the continued use and ultimate disposition
of such assets, requires the Group to make estimates and assumptions that can materially affect
its consolidated financial statements.  Future events could cause the Group to conclude that the
property, plant and equipment, intangible asset - service concession rights, investment property,
and other current and noncurrent assets are impaired.  Any resulting impairment loss could have
a material adverse impact on the consolidated balance sheet and consolidated statement of
income.

As of December 31, 2013 and 2012, the aggregate net book values of these assets amounted to
P=119.97 billion and P=95.09 billion, respectively (see Notes 7, 11, 12 and 13).  No impairment
losses were recognized in 2013, 2012 and 2011.

Estimating allowance for impairment of trade and other receivables
The Group maintains allowance for impairment of trade and other receivables at a level
considered adequate to provide for potential uncollectible receivables.  The level of this
allowance is evaluated by management on the basis of the factors that affect the collectibility of
the accounts.  These factors include, but are not limited to, the Group’s relationship with its
clients, client’s current credit status and other known market factors.  The Group reviews the age
and status of receivables and identifies accounts that are to be provided with allowance either
individually or collectively.  The amount and timing of recorded expenses for any period would
differ if the Group made different judgment or utilized different estimates.  An increase in the
Group’s allowance for impairment of trade and other receivables will increase the Group’s
recorded expenses and decrease current assets.  As of December 31, 2013 and 2012, allowance
for impairment of trade and other receivables amounted to P=1.09 billion and P=1.10 billion,
respectively.  Trade and other receivables, net of allowance for impairment, amounted to
P=13.04 billion and P=8.12 billion as of December 31, 2013 and 2012, respectively (see Note 5).

Estimating allowance for inventory obsolescence
The Group estimates the allowance for inventory obsolescence based on the age of inventories.
The amounts and timing of recorded expenses for any period would differ if different judgments
or different estimates are made.  An increase in allowance for inventory obsolescence would
increase recorded expenses and decrease current assets.  As of December 31, 2013 and 2012,
allowance for inventory obsolescence amounted to P=54.4 million. The carrying amount of the
inventories amounted to P=2.84 billion and P=2.17 billion as of December 31, 2013 and 2012,
respectively (see Note 6).

Estimating asset retirement obligation
Under the Geothermal Resource Service Contract (GRSC), which took effect in 2013, the Group
has a legal obligation to decommission, abandon and perform surface rehabilitation on its steam
field asset at the end of its useful life.  The Group recognizes the present value of the obligation
to decommission, abandon and perform surface rehabilitation of the steam field asset and
capitalizes the present value of this cost as part of the balance of the related steam field asset,
which are being depreciated and amortized on a straight-line basis over the useful life of the
related asset.
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Cost estimates expressed at current price levels at the date of the estimate are discounted using
a rate of interest of 6% in 2013 to take into account the timing of payments.  Each year, the
provision is increased to reflect the accretion of discount and to accrue an estimate for the
effects of inflation, with charges being recognized as accretion expense, included under “Interest
expense” in the consolidated statement of income.

Changes in the asset retirement obligation that result from a change in the current best estimate
of cash flow required to settle the obligation or a change in the discount rate are added to
(or deducted from) the amount recognized as the related asset and the periodic unwinding of the
discount on the liability is recognized in the consolidated statement of income as it occurs.

While the Group has made its best estimate in establishing the decommissioning provision,
because of potential changes in technology as well as safety and environmental requirements,
plus the actual time scale to complete decommissioning activities, the ultimate provision
requirements could either increase or decrease significantly from the Group’s current estimates.
The amounts and timing of recorded expenses for any period would be affected by changes in
these factors and circumstances.

Asset retirement obligation amounted to P=2.01 billion as of December 31, 2013 (see Note 18).

Recognition of deferred income tax assets
The Group reviews the carrying amounts of deferred income tax assets at each balance sheet
date and reduces deferred income tax assets to the extent that it is no longer probable that
sufficient income will be available to allow all or part of the deferred income tax assets to be
utilized.  The Group recognize deferred taxes based on enacted or substantially enacted tax rates
for renewable of 10% and for non-renewable of 30%.  The Group has deferred income tax assets
amounting to P=519.7 million and P=227.8 million as of December 31, 2013 and 2012, respectively.
The Company did not recognize deferred income tax assets on minimum corporate income tax
(MCIT) amounting to P=20.7 million and P=39.9 million as of December 31, 2013 and 2012,
respectively, and NOLCO amounting to P=2.80 billion and P=2.30 billion as of December 31, 2013
and 2012, respectively, since management expects that it will not generate sufficient taxable
income in the future that will be available to allow all of the deferred income tax assets to be
utilized (see Note 29).

Pension benefits
The cost of defined benefit pension plans, as well as the present value of the pension obligation,
are determined using actuarial valuations.  The actuarial valuation involves making various
assumptions. These include the determination of the discount rates, future salary increases,
mortality rates and future pension increases.  Due to the complexity of the valuation, the
underlying assumptions and its long-term nature, defined benefit obligations are highly sensitive
to changes in these assumptions.  All assumptions are reviewed at each reporting date.

In determining the appropriate discount rate, management considers the interest rates of
government bonds that are denominated in the currency in which the benefits will be paid, with
extrapolated maturities corresponding to the expected duration of the defined benefit
obligation.
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The mortality rate is based on publicly available mortality tables for the specific country and is
modified accordingly with estimates of mortality improvements.  Future salary increases and
pension increases are based on expected future inflation rates for the specific country.

Further details about the assumptions used are provided in Note 27.

Net benefit expense amounted to P=141.4 million in 2013, P=78.3 million in 2012 and P=39.3 million
in 2011.  The net pension assets as of December 31, 2013 and 2012 amounted to P=10.5 million
and P=16.1 million, respectively.  Net pension liabilities as of December 31, 2013 and 2012
amounted to P=452.8 million and P=213.8 million, respectively.

Fair value of financial instruments
Where the fair value of financial assets and financial liabilities recorded in the consolidated
balance sheet cannot be derived from active markets, their fair value is determined using
valuation techniques which include the discounted cash flow model and other generally accepted
market valuation model.  The inputs for these models are taken from observable markets where
possible, but where this is not feasible, a degree of judgment is required in establishing fair
values.  The judgments include considerations of inputs such as liquidity risk, credit risk and
volatility.  Changes in assumptions about these factors could affect the reported fair value of
financial instruments.  The fair values of the Group’s financial instruments are presented under
Note 34.

Legal contingencies
The estimate of probable costs for the resolution of possible claims has been developed in
consultation with outside counsels handling the Group’s defense in these matters and is based
upon an analysis of potential results.  No provision for probable losses arising from legal
contingencies was recognized in the Group’s consolidated financial statements for the years
ended December 31, 2013, 2012 and 2011.

4. Cash and Cash Equivalents

2013 2012
Cash on hand and in banks P=7,235,538 P=4,604,299
Short-term deposits 24,147,961 26,074,194

P=31,383,499 P=30,678,493

Cash in banks earn interest at floating rates based on daily bank deposit rates.  Short-term
deposits are made for varying periods of between one day and three months depending on the
immediate cash requirements of the Group and earn interest at the respective short-term
deposits rates.  Interest income earned from cash and cash equivalents amounted to
P=413.8 million in 2013, P=920.3 million in 2012 and P=854.0 million in 2011.
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5. Trade and Other Receivables

2013 2012
Trade receivables - net of allowance for impairment

losses of P=1.09 billion in 2013 and
P=1.10 billion in 2012 (see Note 33) P=10,660,692 P=6,609,111

Others
Dividends receivable 1,692,000 732,739
Accrued revenue 185,702 185,807
Advances to contractors 120,257 194,864
Non-trade 42,005 17,239
Others 337,343 375,271

P=13,037,999 P=8,115,031

Trade and other receivables are non-interest bearing and are generally on 10 - 30 days’ term.

Advances to contractors refer to non-interest bearing advance payments made for project
mobilization which are offset against progress billings to be made by the contractors.

The rollforward analysis of allowance for impairment losses of receivables, which pertains to
trade receivables, is presented below:

2013 2012
January 1 P=1,103,793 P=314,629
Provision (see Note 24) 14,055 819,024
Write-off (24,833) (29,860)
December 31 P=1,093,015 P=1,103,793

Allowance for impairment losses as of December 31, 2013 and 2012 pertains to receivables that
are either individually or collectively determined to be impaired at balance sheet date.

These individually determined accounts relate to debtors that are in significant financial
difficulties and have defaulted on payments and accounts under dispute and legal proceedings.
These receivables are not secured by any collateral or credit enhancements.

For collective assessment, allowances are assessed for receivables that are not individually
significant and for individually significant receivables where there is no objective evidence yet of
individual impairment.  Impairment losses are estimated by taking into consideration the age of
the receivables, past collection experience and other factors that may affect collectibility.

6. Inventories

2013 2012
Fuel and lube oil P=1,535,580 P=1,303,046
Plant spare parts and supplies 590,270 606,112
Transmission and distribution supplies 705,015 255,866
Other parts and supplies 10,522 8,975

P=2,841,387 P=2,173,999
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Inventories are carried at cost as of December 31, 2013 and 2012.  
 

The cost of inventories recognized as part of cost of generated power in the consolidated 
statements of income amounted to P=12.71 billion in 2013, P=13.89 billion in 2012 and  
P=10.99 billion in 2011 (see Note 23).  The cost of inventories recognized as part of operations  
and maintenance in the consolidated statements of income amounted to P=190.3 million in 2013,  
P=227.5 million in 2012 and P=151.7 million in 2011 (see Note 25). 

 
 
7. Other Current Assets 
 

 2013 2012 
Input VAT P=774,046 P=391,320 
Prepaid tax 498,641 271,556 
Prepaid expenses 100,091 302,333 
Prepaid rent (see Note 35) 43,357 40,596 
Others 320,831 32,873 
 P=1,736,966 P=1,038,678 

Others in 2013 include prepayments made to a regulatory agency amounting to P=255.6 million. 
 
 
8. Business Combination 
 

Step-acquisition of VECO 
VECO is primarily engaged in the construction, operation and maintenance of a distribution 
system for the conveyance of electric power to the end-users in the cities of Cebu, Mandaue, 
Talisay and Naga and the municipalities of Minglanilla, San Fernando, Consolacion and Lilo-an, 
province of Cebu.  It originally has a 50-year distribution franchise granted by the Philippine 
Legislature which was extended for two 25-year terms up to December 2028.  

 
Prior to the step acquisition in 2013, AP directly owns 43.49% of VECO.  It also owns 11.77% of 
VECO through 46.73% owned associate, Hijos de F. Escaño, Inc. (Hijos). 

 
In 2013 and 2012, Hijos declared property dividends in the form of VECO shares to its 
shareholders.  As a result of the property dividends, AP’s direct ownership in VECO increased to 
55.26%, allowing it to obtain control in VECO.  The transaction was accounted for as a business 
combination achieved in stages.  

 
The Group elected to measure the non-controlling interest in the acquiree at the proportionate 
share of its interest in the acquiree’s identifiable net assets. 
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The fair values of the identifiable assets and liabilities of VECO as at the date of acquisition were:

Fair value
recognized

on acquisition
Assets:

Cash and cash equivalents P=217,862
Trade and other receivables 1,616,240
Materials and supplies 355,457
Property, plant, and equipment 5,307,665
Investment properties 3,300
Investment in preferred shares 18,489
Available-for-sale investments 2,710
Franchise 3,091,394
Pension assets 41,205
Other assets 89,001

10,743,323
Liabilities:

Trade and other payables 2,209,027
Income tax payable 144,135
Loans payable 1,137,800
Customers’ deposit 1,834,820
Deferred income tax liabilities 933,347

6,259,129
Total identifiable net assets at fair value 4,484,194

Fair value of property dividends received 565,258
Fair value of previously-held interest in VECO 2,091,258
Non-controlling interest in VECO 2,006,667

4,663,183
Goodwill arising from acquisition P=178,989
Cash flow on acquisition:

Net cash acquired with the subsidiary P=217,862

Remeasurement of the previously-held interest in VECO as at the date of acquisition follows:

Carrying value of the previously held interest P=1,126,658
Fair value of previously-held interest 2,091,258
Gain on the remeasurement of previously held

interest P=964,600

The accounting for this business combination was determined provisionally as AP is still finalizing
the fair valuation of the nonfinancial assets acquired.  This will be finalized in 2014 as allowed by
PFRS.
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From the date of acquisition in May 2013, revenue of VECO amounting to P=11.33 billion now
forms part of the consolidated revenue of the Group.  If the combination had taken place at the
beginning of 2013, Group’s revenue would have increased by P=8.1 billion.  There is no additional
increase in net income because prior to the date of step-acquisition, share in the net income of
VECO, an associate then, was already taken up in the books.

The goodwill of P=179.0 million comprises the fair value of expected synergies arising from the
step acquisition.  Goodwill is not expected to be deductible for tax purposes.

Step-acquisition of LHC
LHC, a company primarily engaged in power generation, manages and operates the 70-megawatt
hydroelectric power generating facility in Bakun River in Benguet and Ilocos Sur Provinces on a
build-operate-transfer scheme.  Under the Power Purchase Agreement (PPA) it entered into with
the National Power Corporation (NPC), LHC shall deliver to NPC all electricity generated over a
cooperation period of 25 years until February 5, 2026.

LHC was 50% owned by the Company, a wholly-owned subsidiary of AP, and 50% owned by
Pacific Hydro Bakun, Inc. (PHBI), a wholly owned subsidiary of Pacific Hydro Pty. Ltd., a company
incorporated in Australia.

On May 9, 2011, LHC redeemed all its issued and outstanding Series “B” Redeemable Preferred
Shares and Series “C” Redeemable Preferred Shares held by PHBI.  Immediately thereafter, the
redeemed shares were permanently retired.  As a result of the said redemption, LHC became a
wholly-owned subsidiary of ARI beginning May 9, 2011.  This transaction was accounted for as a
business combination achieved in stages.

In 2012, the purchase price allocation in the step-up acquisition of LHC was finalized.

From the date of acquisition in 2011, the additional interest in LHC contributed P=633.0 million in
revenue and P=68.2 million to the net income of the Group.  If the combination had taken place at
the beginning of 2011, there would be no change in the Group’s revenue but net income would
have decreased by P=37.3 million.

9. Investments in and Advances to Associates

2013
2012

(As Restated)
Acquisition cost:

Balance at beginning of the year P=18,700,407 P=19,221,218
Additions during the year 426,149 8,838
Step-acquisition to subsidiary (Note 8) (667,078) –
Disposals during the year (316,929) (529,649)
Balance at end of year 18,142,549 18,700,407

Accumulated equity in net earnings:
Balance at beginning of the year 7,137,367 9,424,432
Share in net earnings 6,474,370 9,939,763

(Forward)
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2013
2012

(As Restated)
Effect of redemption of preferred shares
 by an associate P=– (P=16,501)
Dividends received or receivable (5,203,981) (12,210,327)
Step-acquisition to subsidiary (Note 8) (739,053) –
Balance at end of year 7,668,703 7,137,367

Share in cumulative translation adjustments
of associates (388,557) (847,589)

Share in actuarial losses of associates (31,815) (93,118)
Share in unrealized valuation gain on AFS investment

of an associate 88,187 85,296
25,479,067 24,982,363

Less allowance for impairment loss (Note 28) 568,125 –
Investments in associates at equity 24,910,942 24,982,363
Advances to associates 419,414 819,313

P=25,330,356 P=25,801,676

As of December 31, 2013 and 2012, the undistributed earnings of the associates included in the
Group’s retained earnings amounting to P=7.67 billion and P=7.14 billion, respectively, are not
available for distribution to the stockholders unless declared by the associates.

In December 2013, Manila-Oslo Renewable Enterprise, Inc. (MORE) returned shareholder’s
deposits, to the Group amounting to P=292.2 million.

In July 2013, SPPC redeemed 96,775 redeemable preferred shares (RPS) at a redemption price of
P=31.5 million or P=325.36 per share attributable to the Company.  The book value of the
redeemed shares amounted to P=26.7 million.  Gain on redemption amounted to P=4.8 million.

In February 2012, SPPC redeemed 193,550 RPS at a redemption price of P=61.6 million and WMPC
redeemed in full the 632,241 RPS at a redemption price of P=203.4 million, both attributable to
the Company.  The book value of the redeemed shares amounted to P=53.4 million for SPPC and
P=184.6 million for WMPC.  Gain on redemption of preferred shares from SPPC and WMPC in
2012 amounted to P=8.2 million and P=18.8 million, respectively.

In March 2012, East Asia Utilities Corporation (EAUC) redeemed 36,600 Series A RPS attributable
to the Company.  The book value of redeemed shares amounted to P=36.9 million and was
redeemed at a total redemption price amounting to P=53.4 million.

In August 2012, MORE redeemed 27.1 million Series B RPS attributable to the Group amounting
to P=254.7 million.
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The Group’s associates and the corresponding equity ownership are as follows: 
 

  Percentage of Ownership 
 Nature of Business 2013 2012 2011 
MORE Holding company 83.33 83.33 83.33 
VECO (see Note 8) Power distribution – 55.25 55.21 
SN Aboitiz Power-Magat, Inc. (SNAP M) Power generation 50.00 50.00 50.00 
SN Aboitiz Power-Benguet, Inc. (SNAP B) Power generation 50.00 50.00 50.00 
EAUC Power generation 50.00 50.00 50.00 
AEV Aviation, Inc. (AAI) Service 49.25 49.25 49.25 
Hijos de F. Escaño, Inc. (Hijos) Holding company 46.73 46.73 46.73 
San Fernando Electric Light & Power Co., Inc. 
 (SFELAPCO) 

Power distribution 43.78 43.78 43.78 

Pampanga Energy Ventures, Inc. (PEVI) Holding company 42.84 42.84 42.84 
STEAG Power generation 34.00 34.00 34.00 
CEDC Power generation 26.40 26.40 26.40 
Redondo Peninsula Energy, Inc. (RP Energy)* Power generation 25.00 25.00 25.00 
SPPC Power generation 20.00 20.00 20.00 
WMPC Power generation 20.00 20.00 20.00 

*  No commercial operations as of December 31, 2013. 
 

All ownership percentages presented in the table above are direct ownership of the Group 
except for the following: 

 
 SNAP M and SNAP B - MORE has direct ownership in SNAP M and SNAP B of 60% each while 

the Group’s direct ownership in MORE is 83.33% resulting to the Group’s effective ownership 
in SNAP M and SNAP B of 50%. 

 VECO - Hijos has direct ownership in VECO of 12.58% in 2012 and 25.15% in 2011 while the 
Group’s direct ownership in VECO is 49.37% in 2012 and 43.46% in 2011 resulting to the 
Group’s effective ownership in VECO of 55.25% in 2012 and 55.21% in 2011.  The Company’s 
55.26% interest in 2013 represents direct ownership as a result of the property dividend 
received from Hijos (see Note 8). 

 SFELAPCO - PEVI has direct ownership in SFELAPCO of 54.83% while the Group’s direct 
ownership in SFELAPCO is 20.29% resulting to the Group’s effective ownership in SFELAPCO 
of 43.78%. 

 
The Group does not consolidate MORE because of absence of control resulting from the 
shareholders’ agreement, which among others, stipulate the management and operation of 
MORE. Management of MORE is vested in its BOD and the affirmative vote of the other 
shareholder is required for the approval of certain corporate actions which include financial and 
operating undertakings.  In 2012, the Group also did not consolidate VECO as the other 
shareholders’ group have the control over the financial and operating policies of VECO.   

 
Impairment of investment in Hijos 
In 2013, it was determined that the carrying value of the investment in Hijos exceeded its 
recoverable amount.  As a result, an impairment loss amounting to P=568.1 million was 
recognized. 
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The carrying values of investments in associates, which are accounted for under the equity
method follows:

2013
2012

(As Restated)
MORE P=15,166,649 P=13,320,093
STEAG 5,126,476 5,446,764
CEDC 2,691,354 2,630,024
PEVI 349,424 314,659
RPEI 337,037 –
SFELAPCO 274,873 263,240
AAI 267,606 275,993
EAUC 218,422 199,455
WMPC 214,648 221,756
HIJOS 122,846 949,841
SPPC 141,607 169,877
VECO (see Note 8) – 1,230,267
Others – (39,606)

P=24,910,942 P=24,982,363

Following is the summarized financial information of significant associates:

2013
2012

(As Restated)
2011

(As Restated)

MORE:
Total current assets P=1,214,975 P=656,022 P=3,233,366
Total noncurrent assets 18,197,774 15,986,830 18,515,998
Total current liabilities (1,217,972) (668,741) (3,252,121)
Total noncurrent liabilities (25,104) (19,921) (12,215)
Equity P=18,169,673 P=15,954,190 P=18,485,028

 Proportion of Group’s ownership 83.33% 83.33% 83.33%
Carrying amount of the investment P=15,166,649 P=13,328,013 P=15,409,338

 Gross revenue 181,785 231,840 201,600
Operating profit 5,464,695 8,774,122 8,815,434
Net income 5,443,857 8,768,983 7,018,590

Group’s share in net income P=4,538,352 P=7,333,592 P=5,860,743

VECO (see Note 8)*:
Total current assets N/A P=2,566,548 P=2,680,499
Total noncurrent assets N/A 8,331,329 8,196,538
Total current liabilities N/A (2,640,800) (2,310,321)
Total noncurrent liabilities N/A (3,498,875) (3,824,243)
Equity N/A P=4,758,202 P=4,742,473

 Proportion of Group’s ownership N/A 55.25% 55.21%
Carrying amount of the investment N/A P=1,230,267 P=1,171,734

(Forward)
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2013
2012

(As Restated)
2011

(As Restated)

 Gross revenue N/A P=18,574,242 P=16,296,842
Operating profit N/A 1,084,695 743,853
Net income N/A 1,038,258 822,860
Group’s share in net income N/A P=507,348 P=408,671

WMPC:
Total current assets P=903,464 P=886,581 P=1,371,351
Total noncurrent assets 833,267 1,033,667 1,372,340
Total current liabilities (363,058) (339,842) (147,292)
Total noncurrent liabilities (300,434) (476,329) (127,113)
Equity P=1,073,239 P=1,104,077 P=2,469,286

 Proportion of Group’s ownership 20.00% 20.00% 20.00%
Carrying amount of the investment P=214,648 P=221,756 P=493,857

 Gross revenue 1,385,924 1,361,590 1,352,280
Operating profit 785,228 711,725 718,855
Net income 620,297 620,517 819,405
Group’s share in net income P=132,689 P=115,682 P=166,028

SPPC:
Total current assets P=522,843 P=576,221 P= 726,142
Total noncurrent assets 586,581 703,493 884,948
Total current liabilities (191,808) (159,207) (109,955)
Total noncurrent liabilities (209,581) (274,338) (269,157)
Equity P=708,035 P=846,169 P=1,231,978

 Proportion of Group’s ownership 20.00% 20.00% 20.00%
Carrying amount of the investment P=141,607 P=169,877 P=246,396

 Gross revenue 716,856 707,096 707,339
Operating profit 306,109 289,635 290,255
Net income 266,063 251,041 234,836
Group’s share in net income P=53,933 P=47,861 P=49,663

SFELAPCO*:
Total current assets P=1,048,331 P=1,080,377 P=799,680
Total noncurrent assets 1,833,986 1,949,103 2,055,184
Total current liabilities (736,821) (789,221) (614,313)
Total noncurrent liabilities (509,292) (538,374) (593,237)
Equity P=1,636,204 P=1,701,885 P=1,647,314

 Proportion of Group’s ownership 42.84% 42.84% 42.84%
Carrying amount of the investment P=274,873 P=263,240 P=235,283

 Gross revenue 3,980,252 3,851,714 3,276,602
Operating profit 124,502 156,989 139,424
Net income 109,278 194,571 101,387
Group’s share in net income P=46,812 P=45,018 P=28,876

(Forward)
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2013
2012

(As Restated)
2011

(As Restated)

STEAG:
Total current assets P=3,171,335 P=3,907,785 P=5,097,440
Total noncurrent assets 10,073,983 9,581,969 10,456,899
Total current liabilities (1,483,567) (1,228,936) (1,821,445)
Total noncurrent liabilities (2,368,601) (2,377,019) (2,891,763)
Equity P=9,393,150 P=9,883,799 P=10,841,131
Proportion of Group’s ownership 34.00% 34.00% 34.00%
Carrying amount of the investment P=5,126,476 P=5,446,764 P=5,943,448
Gross revenue 5,006,570 6,137,873 7,548,941
Operating profit 1,542,600 2,337,606 4,111,782
Net income 1,020,201 2,300,222 3,662,955
Group’s share in net income P=185,553 P=618,732 P=1,080,279

EAUC:
Total current assets P=662,744 P=612,618 P=615,356
Total noncurrent assets 165,780 202,563 214,000
Total current liabilities (226,011) (188,785) (116,151)
Total noncurrent liabilities (14,149) (13,097) (14,316)
Equity P=588,364 P=613,299 P=698,889

 Proportion of Group’s ownership 50.00% 50.00% 50.00%
Carrying amount of the investment P=218,423 P=204,539 P=229,486

 Gross revenue 1,066,284  1,120,235 992,763
Operating profit 308,504 307,646 265,798
Net income 237,806 301,522 326,979
Group’s share in net income P=176,953 P=199,191 P=186,988

CEDC:
Total current assets P=5,810,072 P=5,713,555 P=5,499,151
Total noncurrent assets 16,697,916 17,400,323 18,704,793
Total current liabilities (5,003,268) (4,466,455) (3,684,822)
Total noncurrent liabilities (11,388,005) (12,670,097) (13,909,672)
Equity P=6,116,715 P=5,977,326 P= 6,609,450

 Proportion of Group’s ownership 26.40% 26.40% 26.40%
Carrying amount of the investment P=2,691,354 P=2,636,569 P=2,913,576

 Gross revenue 7,699,359 8,719,037 7,511,443
Operating profit 3,264,960 3,469,133 2,565,655
Net income 1,933,739 2,117,902 1,200,223
Group’s share in net income P=850,845 P=931,877 P=517,357

*Amounts are based on appraised values which are adjusted to historical amounts upon equity take-up of the
Group.  Using cost method in accounting for property, plant and equipment, depreciation and amortization
amounted to P=298.6 million and P=262.3 million in 2012 and 2011, respectively, for VECO; and P=104.9 million,
P=109.1 million and P=73.7 million in 2013, 2012 and 2011, respectively, for SFELAPCO.  Under the same method, net
income amounted to P=1.16 billion and P=941.3 million in 2012 and 2011, respectively, for VECO; and P=237.0 million,
P=221.9 million and P=140.1 million in 2013, 2012 and 2011, respectively, for SFELAPCO.
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10. Impairment Testing of Goodwill

Goodwill acquired through business combinations have been attributed to individual
cash-generating units.

The carrying amount of goodwill follows:

2013 2012
BEZ P=237,404 P=237,404
HI 220,228 220,228
VECO (see Note 8) 178,989 –
MEZ 169,469 538,373

P=806,090 P=996,005

The recoverable amounts of the investments have been determined based on a value-in-use
calculation using cash flow projections based on financial budgets approved by senior
management covering a five-year period.

Key assumptions used in value-in-use calculation for December 31, 2013 and 2012
The following describes each key assumption on which management has based its cash flow
projections to undertake impairment testing of goodwill.

Discount rates and growth rates
The discount rates applied to cash flow projections are from 13.08% to 15.01% in 2013 and
7.78% to 10.71% in 2012, and cash flows beyond the five-year period are extrapolated using a
zero percent growth rate.

Revenue assumptions
Revenue assumptions are based on the expected electricity to be sold.  In 2013, revenue growth
of 6% in year 1, 4% for the 2nd and 3rd year and 3% for the 4th and 5th year was applied for VECO;
1% in year 1 and 0% for the next four years was applied to MEZ; 0% for year 1 and 2, 2% for
year 3 and 0% for year 4 and 5 for BEZ; and 4% in year 1 and 0% for the next four years for HI.

In 2012, revenue growth of - 1% in year 1 and 3% for the next four years was applied to MEZ; 0%
for BEZ; and 3% in year 1 and 2% for the next four years for HI.

Materials price inflation
The assumption used to determine the value assigned to the materials price inflation is 3.00% in
2014 and increases by 40 basis points in the next year.  It then reduces to 3.1% in 2016, rises by
20 basis points in the following year and finally settles at 3.0% in the fifth year.  The starting point
of 2014 is consistent with external information sources.

Based on the assumptions used in impairment testing, impairment loss on goodwill amounting to
P=368.9 million on the investment in MEZ was recognized in 2013 (see Note 28).  No impairment
on goodwill was recognized in 2012 and 2011.

With regard to the assessment of value-in-use, management believes that no reasonably possible
change in any of the above key assumptions would cause the carrying value of the goodwill to
materially exceed its recoverable amount, except that of MEZ.
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In 2013, additions to power plant equipment and steam field assets include asset retirement
obligation amounting to P=1.94 billion (see Note 36).

Capitalized Borrowing Costs
On October 14, 2013, TSI entered into a loan agreement to the construction of its power plant
facility.  Capitalized borrowing costs related to the construction amounting to P=113.6 million is
included in “Construction in progress” accounts as of December 31, 2013.  The rate used to
determine the amount of borrowing costs eligible for capitalization was 4.67%, which is the
effective interest rate of the specific borrowing (see Note 16).

Acquisition of Power Barges 1-4
On May 27, 2011, the Group acquired four barge-mounted floating power plants, with a total
power generating capacity of 242 MW, from Duracom Mobile Power Corporation and East Asia
Diesel Power Corporation.  The power barges were then rehabilitated.

The Group accounted for this acquisition as purchase of assets in accordance with PAS 16.

The rehabilitation of the power barges was completed on November 27, 2013.  The amount of
rehabilitation cost included in the carrying amount of the power barges amounted to
P=1.89 billion and P=1.38 billion as of December 31, 2013 and 2012, respectively.

Property, plant and equipment with carrying amounts of P=7.36 billion and P=5.29 billion as of
December 31, 2013 and 2012, respectively, are used to secure the Group’s long-term debts
(see Note 16).

Fully depreciated property and equipment with gross carrying amount of P=3.90 billion and
P=2.19 billion as of December 31, 2013 and 2012, respectively, are still in use.

12. Intangible Asset - Service Concession Rights

2013 2012
Cost:
At January 1 P=4,502,913 P=4,680,689
Additions from internal development 41,694 48,920
Effect of translation 247,410 (226,696)

4,792,017 4,502,913
Accumulated amortization:
At January 1 817,496 517,921
Amortization 311,246 299,575

1,128,742 817,496
P=3,663,275 P=3,685,417

The amortization of intangible asset is included in “Depreciation and amortization” under the
Operating Expenses in the consolidated statements of income.
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Service concession arrangements entered into by the Group are as follows:

a. On November 24, 1996, LHC entered into a PPA with NPC, its sole customer, for the
construction and operation of a 70-megawatt hydroelectric power generating facility (the
Power Station) in Bakun River in Benguet and Ilocos Sur Provinces on a build-operate-
transfer scheme.  Under the PPA, LHC shall deliver to NPC all electricity generated over a
cooperation period of 25 years until February 5, 2026.

On the Transfer Date, as defined in the PPA, LHC shall transfer to NPC, free from any lien or
encumbrance, all its rights, title and interest in and to the Power Station and all such data as
operating manuals, operation summaries/transfer notes, design drawings and other
information as may reasonably be required by NPC to enable it to operate the Power Station.

Since NPC controls the ownership of any significant residual interest of the Power Station at
the end of the PPA, the PPA is accounted for under the intangible asset model as LHC has the
right to charge users for the public service under the service concession arrangement.

The Power Station is treated as intangible assets and is amortized over a period of 25 years,
which is the service concession period, in accordance with Philippine Interpretation IFRIC 12.
The intangible asset with a carrying value of P=2.74 billion and P=2.75 billion as of December 31,
2013 and December 31, 2012, respectively, was used as collateral to secure LHC’s long-term
debt (see Note 16).

b. On May 15, 2003, the SBMA, AEV and DLP entered into a DMSA for the privatization of the
SBMA Power Distribution System (PDS) on a rehabilitate-operate-and-transfer arrangement;
and to develop, construct, lease, lease out, operate and maintain property, structures and
machineries in the Subic Bay Freeport Zone (SBFZ).

Under the terms of the DMSA, SEZ was created to undertake the rehabilitation, operation
and maintenance of the PDS (the Project), including the provision of electric power service to
the customers within the Subic Bay Freeport Secured Areas of the SBFZ as well as the
collection of the relevant fees from them for its services and the payment by SBMA of the
service fees throughout the service period pursuant to the terms of the DMSA.  The DMSA
shall be effective for 25-year period commencing on the turnover date.

For and in consideration of the services and expenditures of SEZ for it to undertake the
rehabilitation, operation, management and maintenance of the Project, it shall be paid by
the SBMA the service fees in such amount equivalent to all the earnings of the Project,
provided, however, that SEZ shall remit the amount of P=40.0 million to the SBMA at the start
of every 12-month period throughout the service period regardless of the total amount of all
earnings of the Project.  The said remittances may be reduced by the outstanding power
receivables from SBMA, including streetlights power consumption and maintenance, for the
immediate preceding year.

Since SBMA controls ownership of the equipment at the end of the agreement, the PDS are
treated as intangible assets and are amortized over a period of 25 years up to year 2028, in
accordance with Philippine Interpretation IFRIC 12.
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c. The transmission and distribution equipment of MEZ are located within Mactan Export 
Processing Zone (MEPZ) II.  Since MCIAA controls ownership of the equipment at the end of 
the agreement, the equipment are treated as intangible assets and are amortized over a 
period of 21 years up to year 2028, in accordance with Philippine Interpretation IFRIC 12. 

 
 
13. Other Noncurrent Assets 
 

 2013 2012 
Input VAT and tax credit receivable P=3,549,838 P=2,054,441 
Intangible assets:   
 Franchise (see Note 8) 3,046,311 – 
 Project development costs 121,988 99,431 
 Software and licenses 13,036 24,621 
Advances to contractors 170,282 2,296,539 
Prepaid rent - net of current portion (see Note 35) 388,679 479,170 
Refundable deposits 286,840 18,047 
Others 226,509 237,723 
 P=7,803,483 P=5,209,972 

 
Advances to contractors amounting to P=2.26 billion as of December 31, 2012, pertains to 
advance payments to the contractor covering the purchase price of two units of steam turbine 
generators which is expected to be delivered and installed as part of the power plant.  These 
advances were transferred to construction in progress in 2013 upon delivery of the units to the 
plant site (see Note 11).  

 
Intangible assets 

 
Rollforward of intangible assets follow: 

 
 2013  2012 

 

 
 

Franchise 

Project 
development 

costs 
Software  

and licenses 

Project 
development 

costs 

Software 
and  

licenses 
Cost: 
 Balances at beginning of year P=– P=99,431 P=37,380 P=125,599 P=15,696 
 Additions – 51,952 2,585 43,416 21,684 
 Step-acquisition of VECO (see Note 8) 3,091,394 – – – – 
 Transfers (see Note 11) – (29,395) – (69,584) – 
Balances at end of year 3,091,394 121,988 39,965 99,431 37,380 
Accumulated amortization: 
 Balances at beginning of year – – (12,759) – (6,337) 
 Amortization (45,083) – (14,170) – (6,422) 
Balances at end of year (45,083) – (26,929) – (12,759) 
 P=3,046,311 P=121,988 P=13,036 P=99,431 P=24,621 
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14. Trade and Other Payables

2013 2012
Trade payables (see Notes 22 and 32) P=8,451,070 P=3,346,923
Output VAT 1,974,692 1,782,038
Amounts due to contractors and other third parties 1,001,932 733,049
Accrued expenses:

Materials and supplies cost 650,810 6,671
Taxes and fees 386,851 573,277
Interest 120,250 211,708
Claims conversion costs 136,480 208,545
Insurance 11,610 12,314
Energy fees and fuel purchase 45,278 67,681

Unearned revenues 504,330 513,131
Dividends payable (see Note 20b) 24,579 1,618,893
Nontrade 1,103,980 533,711
Others 663,722 444,114

P=15,075,584 P=10,052,055

Trade payables are non-interest bearing and generally on 30-day terms.

Accrued taxes and fees represent accrual of real property tax, transfer tax and other fees.

Nontrade payables include amounts due to PSALM pertaining to Generation Rate Adjustment
Mechanism (GRAM) and Incremental Currency Exchange Rate Adjustment (ICERA).

Others include withholding taxes and other accrued expenses and are generally payable within
12 months from the balance sheet date.

15. Bank Loans

Interest Rate 2013 2012
Peso loans - financial institutions - unsecured

DLP 3.50% to 4.88% in 2012 P=– P=945,700
CLP 3.75% to 4.25% in 2012 – 217,800
HI 3.75% to 4.10% in 2012 – 113,500

P=– P=1,277,000

Bank loans represent unsecured interest-bearing short-term loans obtained from various local
banks to meet the respective subsidiaries’ working capital requirements.  They are covered by
the respective borrower entities’ existing credit lines with the banks and are not subject to any
significant covenants and warranties.

Interest expense on bank loans amounted to P=47.4 million in 2013, P=64.5 million in 2012 and
P=55.2 million in 2011 (see Note 33).
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16. Long-term Debts 
 

 Interest Rate 2013 2012 
Company:    

Financial and non-financial institutions - unsecured    
  2011 5 - year corporate note 6.17% P=– P=5,000,000 
Subsidiaries:    
TSI    

Financial institution - secured 4.50% - 5.00% 16,437,658 – 
VECO (see Note 8)    

Financial institution - unsecured 3.50% - 4.81% 2,000,000 – 
Non-financial institution - secured  6.20% 48,010 – 

LHC    
 Financial institutions - secured 2.00% - 2.75% in 2013 1,978,240 – 
 2.00% - 3.51% in 2012 – 2,054,963  
DLP    
 Financial institution - unsecured 3.50% - 4.81%  1,500,000 – 
HI    
 Financial institution - secured 5.25% in 2013 900,000 – 
 8.36% in 2012 – 419,900 
SEZ    
 Financial institution - unsecured 5.61% - 6.06% 452,000 508,500 
CLP    
 Financial institution - unsecured 3.50% - 4.81% 300,000 – 
his    

Financial institutions - secured 8.52% – 3,043,895 
CPPC    

Financial institutions - unsecured 3.84% - 4.65% in 2012 – 213,334 
  23,615,908 11,240,592 
Less deferred financing costs  327,969 64,643 
  23,287,939 11,175,949 
Less current portion - net of deferred financing costs  832,877 3,582,308 
  P=22,455,062 P=7,593,641 

 
Interest expense and other financing costs on long-term debt amounted to P=360.8 million in 
2013, P=1.38 billion in 2012, and P=1.74 billion in 2011 (see Note 33).  

 
Company 

 
2011 Fixed Rate Corporate Notes 

 
On April 14, 2011, the Company availed a total of P=5.00 billion from the Notes Facility Agreement 
(NFA) it signed on April 12, 2011, with First Metro Investment Corporation (FMIC) as Issue 
Manager.  The NFA provided for the issuance of 5-year corporate notes in a private placement to 
not more than 19 institutional investors pursuant to Section 9.2 of the Securities Regulation Code 
(SRC) and Rule 9.2(2) (B) of the SRC Rules.   

 
This unsecured loan bears an annual interest of 6.17% and is subject to maintenance of certain 
debt covenants. Prior to maturity date, the Company is allowed to redeem in whole the relevant 
outstanding notes subject to the conditions specified under the NFA. 

 
The notes were fully prepaid in January 2013.  Consequently, the P=30.5 million unamortized 
deferred financing cost as of the end of 2012 was charged to the 2013 consolidated statement of 
income.  
 

  



Aboitiz Power Corporation210

SEC FORM 20 - IS (INFORMATION STATEMENT) - 58 -

*SGVFS004072*

TSI
On October 14, 2013, TSI entered into an Omnibus Agreement with local banks for a project
loan facility in the aggregate principal amount of up to P=24.00 billion.  Initial drawdown of
P=16.44 billion was made on November 7, 2013, with the remaining P=7.56 billion to be drawn
every three months until May 2015.  The loan is secured by a mortgage of all its assets and a
pledge of TSI’s shares of stock held by TPI.  Fifty percent of the principal amount of the loan is
payable at semi-annual installments within 12 years with a two-year grace period, with the
remaining 50% payable in full on the final principal amortization date.

While the Company Guarantee is outstanding, interest rate on the initial advance is fixed at 4.5%
p.a.  For subsequent advances, interest will be calculated as the applicable or interpolated PDST-
F, based on the remaining tenor to Interest Repricing Date plus a spread of 1.0%, with a floor of
4.5% p.a.  Upon release of the Company Guarantee but prior to the Interest Repricing Date, the
initial interest rate shall increase by 0.5%.   For the remaining five-year period, interest rate will
be fixed at the prevailing five-year PDST-F rate on the Interest Repricing Date plus 1.5%, with a
floor of 5.0% p.a.

TSI may prepay the loan in part or in full beginning on the end of the third year from the initial
advance or on the project completion date, whichever is earlier.  Any prepayment shall be
subject to a prepayment penalty of 2% on the amount prepaid.

The Agreement provides for certain financial ratios and negative covenants with respect to,
among others, indebtedness, investments, mergers, leases and abandonment.  TSI is required to
maintain a maximum DE ratio of 75:25 and a DSCR of at least 1.05x at all times computed
annually based on its year-end audited financial statements, starting one year after project
completion date until final maturity date.  Dividend distribution to its shareholders requires a
minimum DSCR of 1.2x. TSI is in compliance with the loan covenants as of December 31, 2013.

Unamortized deferred financing cost reduced the carrying amount of the loan by P=299.9 million
as of December 31, 2013.

VECO (see Note 8)

2013 Fixed Rate Corporate Notes

On December 20, 2013, VECO availed of P=2.0 billion from the NFA it signed on December 17,
2013 with Land Bank of the Philippines (LBP).  The unsecured notes were issued in ten tranches
of P=200 million with interest payable semi-annually at annual fixed rates ranging from 3.50% -
4.81% and principal amortized as follows:

Tranche Maturity Date Principal Repayment Amount
A, B December 20, 2014 and 2015 P=200M balloon payment on maturity date

C December 20, 2016 P=1M each on first 2 years; P=198M on maturity date
D December 20, 2017 P=1M each on first 3 years; P=197M on maturity date
E December 20, 2018 P=1M each on first 4 years; P=196M on maturity date
F December 20, 2019 P=1M each on first 5 years; P=195M on maturity date
G December 20, 2020 P=1M each on first 6 years; P=194M on maturity date
H December 20, 2021 P=1M each on first 7 years; P=193M on maturity date
I December 20, 2022 P=1M each on first 8 years; P=192M on maturity date
J December 20, 2023 P=1M each on first 9 years; P=191M on maturity date
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Prior to maturity date, VECO may redeem in whole or in part the relevant outstanding notes on 
any interest payment date without premium or penalty.  If it redeems the notes on a date other 
than an interest payment date, then a prepayment fee of two percent (2%) on the principal 
amount to be prepaid shall be imposed.   
 
Under the NFA, VECO shall not permit its DE ratio to exceed 3:1 calculated based on its year-end 
audited financial statements.  As of December 31, 2013, VECO has complied with the debt 
covenants. 
 
Unamortized deferred financing cost reduced the carrying amount of the loan by P=9.9 million as 
of December 31, 2013. 
 
Yen-denominated Long-term Debt  

 
VECO’s Yen-denominated government loan is a “subloan” granted by the Government of the 
Republic of the Philippines (the Government) through the National Electrification Administration 
(NEA) on January 26, 1995.  Under the loan agreement entered into by the Government and the 
Overseas Economic Cooperation Fund (OECF) of Japan, the OECF had made available to the 
Government a loan of which a part of it was granted to VECO, through the NEA, to finance its 
power development project in its franchise area.  Pursuant to the relending agreement, NEA 
made available to VECO an aggregate principal amount not exceeding ¥1,428.0 million which is 
payable in 25 semi-annual payments of ¥56.4 million starting August 10, 2002 at 6.2% p.a.  

 
The NEA loan is collaterized by a Mortgage Trust Indenture covering VECO’s utility plant, 
property and equipment with carrying amount of P=6.77 billion as of December 31, 2013.  

 
LHC 

 
LHC’s debt includes the balance of the refinanced US dollar loan availed on November 21, 2006.  
Under the agreement LHC signed with Philippine National Bank (PNB) and BDO, the refinancing 
was accounted for as a simple extension of its old debt.  The final maturity will be on October 31, 
2014.  Annual interest is equal to LIBOR plus margin, repriced and paid semi-annually. 
 
On April 24, 2012, LHC entered into an Omnibus Agreement with the same lenders to borrow a 
10-year loan amounting to $43.1 million maturity on April 26, 2022 and payable in 20 semi-
annual installments.   

 
Intangible asset arising from service concession arrangement with carrying value of P=2.74 billion 
and P=2.75 billion as of December 31, 2013 and 2012, respectively was used as collateral to secure 
LHC’s long-term debts (see Note 16). 

 
The Agreement requires to maintain a debt-equity ratio of not more than 70:30 and debt service 
cover ratio (DSCR) of 1.10x.  LHC has complied with these ratio requirements as of 2013.  In 2012, 
the creditor-banks have approved LHC’s request to waive the DSCR requirement in 2012 for the 
$41.0 million loan.  For the $43.11 million loan, compliance to the ratios shall be on an annual 
basis based on LHC’s year-end audited financial statements starting April 2013. 
 
Unamortized deferred financing cost reduced the carrying amount of long-term debt by  
P=11.7 million and P=16.1 million as of December 31, 2013 and 2012, respectively.
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DLP
On December 20, 2013, DLP availed of P=1.5 billion from the NFA it signed on December 17, 2013
with LBP. The unsecured notes were issued in ten tranches of P=150 million with interest payable
semi-annually at fixed rates ranging from 3.50% to 4.81% p.a. and principal amortized as follows:

Tranche Maturity Date Principal Repayment Amount

A, B
December 20, 2014 and

2015 P=150M balloon payment on maturity date
C December 20, 2016 P=0.75M each on first 2 years; P=148.5M on maturity date
D December 20, 2017 P=0.75M each on first 3 years; P=147.8M on maturity date
E December 20, 2018 P=0.75M each on first 4 years; P=147M on maturity date
F December 20, 2019 P=0.75M each on first 5 years; P=146.2M on maturity date
G December 20, 2020 P=0.75M each on first 6 years; P=145.5M on maturity date
H December 20, 2021 P=0.75M each on first 7 years; P=144.8M on maturity date
I December 20, 2022 P=0.75M each on first 8 years; P=144M on maturity date
J December 20, 2023 P=0.75M each on first 9 years; P=143.2M on maturity date

Prior to maturity date, DLP may redeem in whole or in part the relevant outstanding notes on
any interest payment date without premium or penalty.  If it redeems the notes on a date other
than an interest payment date, then a prepayment fee of two percent (2%) on the principal
amount to be prepaid shall be imposed.

Under the NFA, DLP shall not permit its DE ratio to exceed 3:1 calculated based on its year-end
audited financial statements.  As of December 31, 2013, DLPC has complied with the debt
covenants.

HI
HI’s P=419.9 million debt as of December 31, 2012 represents the unpaid balance of the
P=650 million loan it availed from BDO in 2006.  The loan is to mature on February 28, 2016 and
subject to a fixed interest rate of 8.36% p.a. It is secured by a chattel mortgage over the
machineries and improvements of the Benguet and Davao hydropower plants of HI and a
suretyship of ARI.

Carrying value of machineries and improvements of the Benguet and Davao hydropower plants
used to secure the loans amounted to P=426.5 million as of December 31, 2012 (see Note 11).

This loan was prepaid on August 6, 2013.

On August 6, 2013, HI availed of a ten-year P=900 million loan from the same lender. This loan is
subject to a semi-annual principal payment with interest fixed at 5.25% p.a. for the first 5 years.
For the remaining five years, interest rate will be repriced and fixed on the fifth anniversary from
the drawdown date. The debt is secured by a pledge of HI’s shares of stock held by ARI.

Loan covenants include, among others, the maintenance of a maximum DE ratio of 80:20 from
August 2013 to December 2013 and 75:25 from January 2014 up to loan maturity, and a DSCR of
at least 1.1x, computed annually based on its year-end audited financial statements. Dividend
distribution to its shareholders requires a minimum DSCR of 1.2x. It is likewise prohibited from
redeeming, repurchasing, retiring or otherwise acquiring for value any of its capital stock. HI is in
compliance with the debt covenants as of December 31, 2013.



Annual Report 2013 213

SEC FORM 20 - IS (INFORMATION STATEMENT)- 61 -

*SGVFS004072*

Unamortized deferred financing cost reduced the carrying value of long-term debt by
P=6.5 million as of December 31, 2013.

SEZ
On July 7, 2011, SEZ issued P=565.0 million worth of fixed rate notes to Metropolitan Bank and
Trust Company (MBTC).  Interest on the notes is subject to quarterly payment at fixed interest
rates ranging from 5.61% - 6.06% p.a.   Principal is payable annually over 10 years at an equal
amortization of P=56.5 million.

The loan covenant requires, among others, the maintenance of DE ratio of not more than 3:1.  As
of December 31, 2013 and 2012, SEZ is in compliance with the debt covenant.

CLP
On December 20, 2013, CLP availed of P=300 million from the NFA it signed on December 17, 2013
with LBP. The unsecured notes were issued in ten tranches of P=30 million with interest payable
semi-annually at fixed rates ranging from 3.50% - 4.81% p.a. and principal amortized as follows:

Tranche Maturity Date Principal Repayment Amount
A, B December 20, 2014 and 2015 P=30M balloon payment on maturity date

C December 20, 2016 P=0.15M each on first 2 years; P=29.7M on maturity date
D December 20, 2017 P=0.15M each on first 3 years; P=29.6M on maturity date
E December 20, 2018 P=0.15M each on first 4 years; P=29.4M on maturity date
F December 20, 2019 P=0.15M each on first 5 years; P=29.2M on maturity date
G December 20, 2020 P=0.15M each on first 6 years; P=29.1M on maturity date
H December 20, 2021 P=0.15M each on first 7 years; P=29M on maturity date
I December 20, 2022 P=0.15M each on first 8 years; P=28.8M on maturity date
J December 20, 2023 P=0.175M each on first 9 years; P=28.62M on maturity date

Prior to maturity date, CLP may redeem in whole or in part the relevant outstanding notes on any
interest payment date without premium or penalty.  If it redeems the notes on a date other than
an interest payment date, then a prepayment fee of two percent (2%) on the principal amount to
be prepaid shall be imposed.

Under the NFA, CLP shall not permit its DE ratio to exceed 3:1 calculated based on its year-end
audited financial statements.  As of December 31, 2013, CLPC has complied with the debt
covenants.

HSI
On May 21, 2008, HSI and ARI entered into an Omnibus Agreement with local banks for a loan
facility in the aggregate principal amount of up to P=3.57 billion.  The loan is secured by real estate
and chattel mortgages.  70% of the principal amount of the loan is payable at semi-annual
installments within 12 years, with the 30% payable one-time on the final principal amortization
date. Interest on the loan for the first five years is fixed at 8.52% p.a.  For the remaining seven-
year period, interest rate will be fixed at the prevailing seven-year PDST-F interest rate for the
day immediately preceding the Fixed Interest Setting Date plus 1.125%.  Under the agreement,
HSI is required to comply with certain debt covenants and allowed to prepay the loan at par
without premium or penalty beginning on the fourth year from the initial advance.

Carrying value of machineries, equipment and other properties of the hydropower plants used to
secure the loans amounted to P=4.86 billion as of December 31, 2012 (see Note 11).
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On March 1, 2013, HSI prepaid in full the outstanding loan balance of P=3.04 billion.
Consequently, the P=17.7 million unamortized deferred financing cost as of the end of 2012 was
charged to the 2013 consolidated statement of income.

CPPC
On January 27, 2010, CPPC issued P=800 million three-year notes to SB Capital Investment
Corporation (P=400 million) and BDO Capital & Investment Corporation (P=400 million).  Interest on
the notes is subject to quarterly payment and repricing based on the PDST-F rate for three
months plus a 2.25% spread.  Principal is payable over 15 quarters starting May 2, 2010 at an
equal amortization of P=53.3 million. This loan is subject to maintenance of certain debt
covenants which it has complied with as of December 31, 2012.

Unamortized deferred financing cost reduced the carrying amount of long-term debt by
P=0.3 million as of December 31, 2012.

The loan was fully paid upon maturity in August 2013.

17. Customers’ Deposits

2013 2012
Transformers P=2,078,643 P=1,089,599
Lines and poles 1,319,519 892,629
Bill and load 1,739,993 422,133

P=5,138,155 P=2,404,361

Transformers and lines and poles deposits are obtained from certain customers principally as
cash bond for their proper maintenance and care of the said facilities while under their exclusive
use and responsibility.  These deposits are noninterest-bearing and are refundable only after
their related contract is terminated and the assets are returned to the Group in their proper
condition and all obligations and every account of the customer due to the Group shall have
been paid.

Bill deposit serves to guarantee payment of bills by a customer which is estimated to equal one
month’s consumption or bill of the customer.

Both the Magna Carta and Distribution Services and Open Access Rules (DSOAR) also provide that
residential and non-residential customers, respectively, must pay a bill deposit to guarantee
payment of bills equivalent to their estimated monthly billing.  The amount of deposit shall be
adjusted after one year to approximate the actual average monthly bills.  A customer who has
paid his electric bills on or before due date for three consecutive years, may apply for the full
refund of the bill deposit, together with the accrued interests, prior to the termination of his
service; otherwise, bill deposits and accrued interests shall be refunded within one month from
termination of service, provided all bills have been paid.
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In cases where the customer has previously received the refund of his bill deposit pursuant to
Article 7 of the Magna Carta, and later defaults in the payment of his monthly bills, the customer
shall be required to post another bill deposit with the distribution utility and lose his right to avail
of the right to refund his bill deposit in the future until termination of service.  Failure to pay the
required bill deposit shall be a ground for disconnection of electric service.

Interest expense on customers’ deposits amounted to P=1.4 million in 2013, P=2.5 million in 2012,
P=2.0 million in 2011 (see Note 33).

The Group classified customers’ deposit under noncurrent liabilities due to the expected long-
term nature of these deposits.

18. Asset Retirement Obligation

Asset retirement obligation includes the estimated costs to decommission, abandon and perform
surface rehabilitation on a subsidiary’s steam field assets at the end of their useful lives.  As of
December 31, 2013, these costs and accumulated amortization amounted to P=1.9 billion and
P=45.3 million, respectively.  These technical estimates of probable costs were discounted using
the subsidiary’s risk adjusted rate.  The corresponding decommissioning, abandonment and
surface rehabilitation costs amounting to P=2.0 billion is recorded under non-current liability in
the 2013 consolidated balance sheet.  Accretion expense amounted to P=68.9 million in 2013.

The actual dismantlement and removal cost could vary substantially from the above estimate
because of new regulatory requirements, changes in technology, increased cost of labor,
materials, and equipment and/or actual time required to complete all dismantlement and
removal activities. Adjustment, if any, to the estimated amount will be recognized prospectively
as they become known and reliably estimable.

19. Payable to a Preferred Shareholder of a Subsidiary

The preferred shares of CPPC, a subsidiary, are voting, non-convertible, cumulative,
non-participating and have no preemptive rights.  The preferred shares shall be issued only to
VECO who, as holder of the preferred shares, shall be entitled to receive cash dividends thereon
at an annual rate of 20.713% and, payable out of available surplus or net profits of CPPC before
any dividend shall be declared, set apart for or paid upon the common stock of CPPC.  The
guaranteed minimum amount of annual dividends on these preferred shares is P=31.1 million,
which is payable within 60 days from end of each contract year starting November 25, 1998 to
November 25, 2013.  Any unpaid dividend shall be subject to interest equivalent to the rate of a
91-day Treasury Bill plus 5% per annum prevailing as of the preferred dividends accrual date.

After payment of the cumulative cash dividends on the preferred shares, the said preferred
shares shall have no further right to participate in any dividends which may be declared to the
common shareholders unless and until the aggregate of all cash dividends already declared and
paid to the common shares has resulted in the holders of the common shares having recovered
the agreed internal rate of return on their total equity investment in common shares.  The
common shareholders and VECO shall then be entitled to participate in such residual dividends at
77.0% and 23.0%, respectively.
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PAS 32, Financial Instruments: Presentation, and PAS 39 require reclassification of the preferred
shares amounting to P=150.0 million as a financial instrument containing a liability and an equity
component.  The liability component was remeasured at present value by discounting the
minimum guaranteed dividend payments.  The difference between the present value and the
carrying amount of P=18.5 million pertains to the equity component attributable to the
non-controlling interests.

The discounted liability is accreted to maturity values using the effective interest rate method.
Accretions are recognized in the consolidated statements of income as part of interest expense.

Total interest expense arising from the accretion amounted to P=16.1 million in 2013,
P=14.2 million in 2012 and P=17.3 million in 2011 (see Note 33).

Future minimum guaranteed dividend payments are as follows:

2013 2012
Due within one year P=– P=31,070
More than one year but not more than five years – 31,070
Future minimum guaranteed dividends – 62,140
Less accrued interest expense – 16,072
Future minimum guaranteed dividends - net – 46,068
Less current portion – 20,705
Noncurrent portion P=– P=25,363

20. Equity

a. Capital Stock (number of shares in disclosed figures)

2013 2012
Authorized - P=1 par value

Preferred shares - 1,000,000,000 shares
Common shares - 16,000,000,000 shares

Issued
Common shares - 7,358,604,307 shares P=7,358,604 P=7,358,604

There are no preferred shares issued and outstanding as of December 31, 2013 and 2012.

Preferred shares are non-voting, non-participating, non-convertible, redeemable,
cumulative, and may be issued from time to time by the BOD in one or more series.  The BOD
is authorized to issue from time to time before issuance thereof, the number of shares in
each series, and all the designations, relative rights, preferences, privileges and limitations of
the shares of each series.  Preferred shares redeemed by the Company may be reissued.
Holders thereof are entitled to receive dividends payable out of the unrestricted retained
earnings of the Company at a rate based on the offer price that is either fixed or floating
from the date of the issuance to final redemption.  In either case, the rate of dividend,
whether fixed or floating, shall be referenced, or be a discount or premium, to market-
determined benchmark as the BOD may determine at the time of issuance with due notice to
the SEC.
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In the event of any liquidation or dissolution or winding up of the Company, the holders of
the preferred stock shall be entitled to be paid in full the offer price of their shares before
any payment in liquidation is made upon the common stock.

On July 16, 2007, the Company listed with the PSE its common stock, wherein it offered
1,787,664,000 shares to the public at issue price of P=5.80 per share.  The total proceeds from
the issuance of new shares amounted to P=10.37 billion.  The Company incurred transaction
costs incidental to the IPO amounting to P=412.4 million, which is charged against “Additional
paid-in capital” in the consolidated balance sheet.

As of December 31, 2013, 2012 and 2011, the Company has 588, 548 and 530 shareholders,
respectively.

b. Retained Earnings

On March 3, 2011, the BOD approved the declaration of cash dividends of P=1.32 a share
(P=9.71 billion) to all stockholders of record as of March 17, 2011.  These dividends were paid
on April 5, 2011.

On March 1, 2012, the BOD approved the declaration of cash dividends of P=1.32 a share
(P=9.71 billion) to all stockholders of record as of March 16, 2012.  These dividends were paid
on April 3, 2012.

On November 28, 2012, the BOD approved the declaration of special cash dividends of
P=0.22 a share (P=1.62 billion) to all stockholders of record as of December 31, 2012.  The cash
dividends were paid on January 11, 2013.

On March 5, 2013, the BOD approved the declaration of cash dividends of P=1.66 a share
(P=12.22 billion) to all stockholders of record as of March 19, 2013.  The cash dividends were
paid on April 15, 2013.

On March 11, 2014, the BOD approved the declaration of regular cash dividends of P=1.26 a
share (P=9.27 billion) and special cash dividends of P=0.40 a share (P=2.94 billion) to all
stockholders of record as of March 25, 2014.  The cash dividends are payable on April 22,
2014.

21. Sale of Power

Sale from Distribution of Power

1. The Uniform Rate Filing Requirements on the rate unbundling released by the ERC on
October 30, 2001, specified that the billing for sale and distribution of power and electricity
will have the following components: Generation Charge, Transmission Charge, System Loss
Charge, Distribution Charge, Supply Charge, Metering Charge, the Currency Exchange Rate
Adjustment and Interclass and Lifeline Subsidies.  National and local franchise taxes, the
Power Act Reduction (for residential customers) and the Universal Charge are also separately
indicated in the customer’s billing statements.
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2. Pursuant to Section 43(f) of Republic Act (R.A.) No. 9136, otherwise known as the Electric
Power Industry Reform Act of 2001 (EPIRA), and Rule 15, section 5(a) of its Implementing
Rules and Regulations (IRR), the ERC promulgated the Distribution Wheeling Rates Guidelines
on December 10, 2004.  These were subsequently updated and released on
July 26, 2006 as the Rules for Setting Distribution Wheeling Rates (RDWR) for Privately
Owned Utilities entering Performance Based Regulation (PBR).

Details of the PBR regulatory period and the date of implementation of the approved rates
are as follows:

CLP DLP VECO SEZ
Current regulatory period April 1, 2009 to

March 31, 2013
July 1, 2010 to
June 30, 2014

July 1, 2010 to
June 30, 2014

October 1, 2011 to
September 30,

2015

Date of implementation of approved
distribution supply and metering
charges May 1, 2009 August 1, 2010 August 1, 2010 November 26, 2011

CLP’s Second Regulatory Period ended on March 31, 2013.  However, the reset process for the
Third Regulatory Period is on hold as the ERC is currently conducting public consultations on
potential changes to the RDWR.  In the meantime, the ERC allowed CLP to file for a Maximum
Average Price (MAP) adjustment.  CLP filed its MAP adjustment for RY 2014 (April 2013 to March
2014) on August 6, 2013. The application is currently under the ERC’s evaluation.

Sale from Generation of Power and Retail Electricity

a. Energy Trading through the Philippine Wholesale Electricity Spot Market (WESM)

As approved by the Philippine Electricity Market Corporation (PEMC), effective on various
dates in 2009, certain companies in the Group are trading participants and direct members
under the generator sector of the WESM.  The companies are allowed to access the WESM
Market Management System through its Market Participant Interface (MPI).  The MPI is the
facility that allows the trading participants to submit and cancel bids and offers, and to view
market results and reports.  Under its price determination methodology as approved by the
ERC, locational marginal price method is used in computing prices for energy bought and sold
in the market on a per node, per hour basis.  In the case of bilateral power supply contracts,
however, the involved trading participants settle directly with their contracting parties.

Total sale of power to WESM amounted to P=6.51 billion, P=4.89 billion and P=4.92 billion in
2013, 2012 and 2011, respectively.

b. Power Supply Agreements

i. Power Supply Contracts assumed under APA and IPP Administration Agreement

Revenue recognition for customers under the power supply contracts assumed under the
APA and IPP Administration Agreements are billed based on the contract price which is
calculated based on the pricing structure approved by the ERC.  Rates are calculated
based on the time-of-use pricing schedule with corresponding adjustments using the
GRAM and the ICERA.
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ii. Power Purchase/Supply Agreement and Energy Supply Agreement (PPA/PSA and ESA)

Certain subsidiaries have negotiated contracts with NPC, Private Distribution Utilities,
Electric Cooperatives and Commercial and Industrial Consumers referred to as PPA, PSA
or ESA.  These contracts provide a tariff that allows these companies to charge for
capacity fees, fixed operating fees and energy fees.

Total sale of power under power supply agreements amounted to P=32.92 billion in 2013,
P=41.14 billion in 2012 and P=35.02 billion in 2011.

c. Retail Electricity Supply Agreements (see Note 39e)

Certain subsidiaries have negotiated contracts with contestable customers in 2013.  These
contracts provide supply and delivery of electricity where capacity fees, fixed operating fees
and energy fees are at fixed price/kwh or time of use.

Total sale of power under retail electricity supply agreements amounted to P=4.37 billion in
2013.

22. Purchased Power

Distribution
DLP, VECO, CLP, MEZ and SEZ entered into contracts with NPC/PSALM for the purchase of
electricity.  The material terms of the contract are as follows:

Term of Agreement
with NPC/PSALM

Contract Energy
(megawatt hours/year)

DLP Ten years; expiring in December 2015 1,569,479
VECO Contract extension until December 2014 898,632
CLP Ten years; expiring in December 2015 116,906
MEZ Ten years; expiring in September 2015 114,680
SEZ Two-and-a-half years; expired in March 2011 139,154

The Group’s distribution utilities also entered into Transmission Service Agreements with NGCP
for the transmission of electricity.

Total power purchases from the NPC/PSALM and NGCP, net of discounts, amounted to
P=10.64 billion in 2013, P=7.19 billion in 2012 and P=6.99 billion in 2011.  The outstanding payable to
the NPC/PSALM and NGCP on purchased power, presented as part of the “Trade and other
payables” account in the consolidated balance sheets amounted to P=857.4 million and
P=529.7 million as of December 31, 2013 and 2012, respectively (see Note 14).
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Generation
Purchased power takes place during periods when power generated from power plants are not
sufficient to meet customers’ required power as stated in the power supply contracts.
Insufficient supply of generated energy results from the shutdowns due to scheduled
maintenance or an emergency situation.  The Group purchases power from WESM to ensure
uninterrupted supply of power and meet the requirements in the power supply contracts.  Total
purchases from WESM amounted to P=5.34 billion in 2013, P=2.64 billion in 2012 and P=2.01 billion
in 2011.

The Group entered into Replacement Power Contracts with certain related parties (see Note 32).
Under these contracts, the Group supplies power to counterparties when additional power is
needed.  Correspondingly, when faced with energy shortfalls, the Group purchases power from
counterparties.

23. Cost of Generated Power

2013 2012 2011
Fuel costs (see Note 6) P=12,705,303 P=13,887,088 P=10,990,762
Steam supply costs (see Note 36) 4,260,552 4,159,343 3,724,310
Energy fees 584,810 581,222 269,746
Ancillary charges 55,636 57,333 44,339
Wheeling expenses 36,183 36,298 52,846

P=17,642,484 P=18,721,284 P=15,082,003

24. General and Administrative

2013
2012

(As Restated)
2011

(As Restated)
Personnel costs (see Note 26) P=1,227,618 P=738,990 P=614,191
Taxes and licenses 567,443 199,386 238,343
Outside services (see Note 32) 508,037 521,765 389,289
Corporate social responsibility (CSR)

(see Note 39g) 484,014 126,972 320,236
Insurance 211,336 187,559 38,219
Transportation and travel (see Note 32) 160,024 139,823 135,847
Professional fees (see Note 32) 124,302 102,918 59,126
Repairs and maintenance 130,824 84,725 85,567
Market service and administrative fees 110,758 65,904 58,279
Rent (see Notes 32 and 35) 68,579 46,178 33,966
Information technology  and

communication 52,505 64,109 54,143
Training 37,223 41,241 35,225
Advertisements 15,014 15,203 23,677

(Forward)
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2013
2012

(As Restated)
2011

(As Restated)
Entertainment, amusement and

recreation P=14,790 P=12,930 P=8,083
Provision for (reversal of) impairment

and write-off of trade receivables
(see Note 5) 14,055 819,024 (32,349)

Gasoline and oil 4,791 13,276 1,912
Guard services 4,694 6,611 6,110
Supervision and regulatory fees 1,547 – –
Freight and handling 1,506 2,070 1,870
Research and development 9 9 12,772
Others 334,481 236,003 141,541

P=4,073,550 P=3,424,696 P=2,226,047

25. Operations and Maintenance

2013
2012

(As Restated)
2011

(As Restated)
Personnel costs (see Note 26) P=836,416 P=705,778 P=659,728
Repairs and maintenance 471,148 741,406 521,495
Insurance 345,160 265,397 257,877
Outside services 189,735 156,694 207,741
Materials and supplies (see Note 6) 144,692 129,895 133,470
Fuel and lube oil (see Note 6) 45,623 97,611 18,229
Transportation and travel 27,556 20,066 16,128
Rent (see Note 35) 21,802 2,456 29,534
Taxes and licenses (64,718) 479,639 276,032
Others 250,559 245,087 97,813

P=2,267,973 P=2,844,029 P=2,218,047

26. Personnel Costs

2013
2012

(As Restated)
2011

(As Restated)
Salaries and wages P=1,489,864 P=1,124,151 P=977,669
Employee benefits (see Note 27) 574,170 320,617 296,250

P=2,064,034 P=1,444,768 P=1,273,919
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27. Pension Benefit Plans 
 

The Group has defined benefit pension plans (“plans”) which cover substantially all of its 
employees and require contributions to be made to separately administered funds. 

 
The following tables summarize the components of net benefit expense recognized in the 
consolidated statements of income and the funded status and amounts recognized in the 
consolidated balance sheets for the respective plans. 

 
Net benefit expense (recognized as part of personnel costs under operations and maintenance 
and general and administrative): 

 

 2013 
2012 

(As Restated) 
2011 

(As Restated) 
Current service cost P=114,637 P=76,635 P=54,460 
Interest cost  (7,862) (1,295) (16,666) 
Past service cost 34,662 4,299 1,531 
Curtailment gain – (1,361) – 
 P=141,437 P=78,278 P=39,325 

 
Remeasurement effects to be recognized in other comprehensive income:  

 

 2013 
2012 

(As Restated) 
2011 

(As Restated) 
Actuarial gains (losses) due to:    
 Changes in financial assumptions (P=559,040)  P=93,756 (P=103,891) 
 Experience adjustments 107,623 (141,180) (59,308) 
 Return on assets excluding amount  

 included in net interest cost 5,022 8,574 35,324 
 (P=446,395) (P=38,850) (P=127,875) 

 
Pension assets 

 2013 
2012 

(As Restated) 
Fair value of plan assets P=95,971 P=77,184 
Present value of the defined benefit obligation (85,503) (61,126) 
 P=10,468 P=16,058 

 
Pension liabilities 

 2013 
2012 

(As Restated) 
Present value of the defined benefit obligation P=1,541,797 P=918,903 
Fair value of plan assets (1,088,990) (705,068) 
 P=452,807 P=213,835 
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Changes in the present value of the defined benefit obligation are as follows: 
 

 2013 
2012 

(As Restated) 
At January 1 P=980,029 P=813,916 
Net benefit expense:   
Current service cost 114,637 76,635 
Net interest cost  53,058 35,436 
Past service cost 34,662 4,299 
Curtailment gain – (1,361) 
 202,357 115,009 
Benefits paid (162,257) (6,837) 
Transfers and others (109,653) 10,517 
Remeasurements in other comprehensive income:   
Actuarial gains (losses) due to:   
 Changes in financial assumptions 559,040 (93,756) 
 Experience adjustments (107,623) 141,180 
 451,417   47,424 
Step-acquisition of VECO (see Note 8) 265,407 – 
At December 31 P=1,627,300 P=980,029 

 
Changes in the fair value of plan assets are as follows: 

 

 2013 
2012 

(As Restated) 
At January 1 P=782,252 P=585,772 
Contribution by employer 263,991 147,997 
Interest income included in net interest cost 60,920 36,731 
Return on assets excluding amount included in net 

interest cost 5,022 8,574 
Fund transfer from affiliates 10,831 10,015 
Benefits paid (162,257) (6,837) 
Step-acquisition of VECO (see Note 8) 224,202 – 
At December 31 P=1,184,961 P=782,252 

 
Changes in net pension liability recognized in the balance sheets are as follows: 

 
 2013 2012 
At January 1 P=197,777 P=228,144 
Retirement expense for the year 141,437 78,278 
Actuarial gain (loss) recognized for the year 446,395 38,850 
Contribution to retirement fund (263,991) (147,997) 
Transfers (120,484) 502 
Step-acquisition of VECO (see Note 8) 41,205 – 
At December 31 P=442,339 P=197,777 
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The fair value of plan assets by each class as at the end of the reporting period are as follows: 
 

 2013 2012 
Cash and fixed-income investments P=785,847 P=615,758 
Equity instruments:   
 Holding 210,645 140,243 
 Power 34,977 – 
 Financial institution 59,532 – 
 Others 93,960 26,251 
 399,114 166,494 
Fair value of plan assets P=1,184,961 P=782,252 

 
All equity instruments held have quoted prices in active market.  The remaining plan assets do 
not have quoted market prices in active market. 

 
The plan assets are diverse and do not have any concentration risk. 

 
The Board of Trustees reviews the performance of the plans on a regular basis.  It assesses 
whether the retirement plans will achieve investment returns which, together with 
contributions, will be sufficient to pay retirement benefits as they fall due.  The Group also 
reviews the solvency position of the different member companies on an annual basis and 
estimates, through the actuary, the expected contribution to the Retirement plan in the 
subsequent year. 
 
The principal assumptions used as of December 31, 2013, 2012 and 2011 in determining pension 
benefit obligations for the Group’s plans are shown below: 
 

 2013 2012 2011 
Discount rate 4.21%-5.26% 5.36%-7.01% 5.99-7.01% 
Salary increase rate  7.00% 6.00-8.00% 6.00-8.75% 

 
The sensitivity analysis below has been determined based on reasonably possible changes of 
each significant assumption on the defined benefit obligation as of December 31, 2013, assuming 
if all other assumptions were held constant: 
 

 

Increase 
(decrease) in 

basis points 

Effect on 
 defined benefit 

 obligation 
Discount rate 100 P=35,847 
 (100) 343,246 
Future salary increases 100 318,244 
 (100) 42,497 

 
The Group’s defined benefit pension plans are funded by the Company and its subsidiaries. 
 
The Group expects to contribute P=121.80 million to the defined benefit provident plans in 2014.  
The average duration of the defined benefit obligation as of December 31, 2013 and 2012 is  
15.59 and 15.52 years, respectively.
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28. Other Income (Expense) - net 
 

 2013 2012 2011 
Gain on remeasurement in step acquisition 
 (see Note 9) P=964,600 P=– P=– 
Surcharges 231,050 130,480 123,067 
Non-utility operating income 157,157 91,314 151,837 
Wheeling fees 18,582 18,582 15,358 
Gain on redemption of shares (see Note 9) 4,792 27,087 – 
Net foreign exchange gains (losses)  
 (see Note 34) (2,002,506) 1,630,261 (31,381) 
Impairment loss on goodwill ( see Note 10) (368,904) – – 
Write off of project costs (85,051) – – 
Recovery of payments to PSALM – – 187,382 
Others  (3,484) 85,882 246,586 
 (P=1,083,764) P=1,983,606 P=692,849 

 
 

29. Income Tax 
 

The provision for income tax account consists of: 
 

 2013 2012 2011 
Current:    
 Corporate income tax P=1,321,636 P=853,612 P=825,256 
 Final tax 81,853 165,813 164,608 
 1,403,489 1,019,425 989,864 
Deferred (876,864) 371,142 137,739 
 P=526,625 P=1,390,567 P=1,127,603 

 
Reconciliation between the statutory income tax rate and the Group’s effective income tax rates 
follows: 

 
 2013 2012 2011 
Statutory income tax rate 30.00% 30.00% 30.00% 
Tax effects of:    

Nondeductible interest expense 9.09 6.82 7.35 
Nondeductible depreciation expense 1.65 1.25 1.43 

 Income under income tax holiday (ITH) (19.33) (21.04) (22.36) 
Deductible lease payments (10.12) – – 
Nontaxable share in net earnings of 

associates (9.74) (11.34) (10.99) 
    
Interest income subjected to final tax at 

lower rates - net  (0.17) (0.40) (0.34) 
 Others 1.27 (0.01) (0.19) 
 2.65% 5.28% 4.90% 
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Deferred income taxes of the companies in the Group that are in deferred income tax assets and
liabilities position consist of the following at December 31:

2013
2012

(As Restated)
Net deferred income tax assets:

NOLCO P=577,240 P=10,785
Allowances for impairment and probable losses 137,605 35,350
Pension asset:

Unamortized contributions for  past service (93,221) (47,608)
Recognized in other comprehensive income 213,413 142,132

Recognized in statements of income 30,456 (10,718)
MCIT 402 402
Unrealized foreign exchange losses (gains) (408,990) 2,057
Unamortized customs duties and taxes capitalized (24,806) –
Unamortized streetlight donations capitalized (3,508) –
Others 91,098 95,423

Net deferred income tax assets P=519,689 P=227,823

Net deferred income tax liabilities:
Unamortized franchise P=913,893 P=–
Unrealized foreign exchange gains 8,802 747,307
Unamortized customs duties and taxes capitalized 3,660 24,169
Unamortized streetlight donations capitalized – 6,120
Capitalized interest – 5,261
Allowances for doubtful accounts and

probable losses (37,241) (90,347)
Pension asset:

Recognized in other comprehensive income (81,594) (69,571)
Unamortized past service cost 45,663 57,914

Others 56,927 (8,220)
Net deferred income tax liabilities P=910,110 P=672,633

In computing for deferred income tax assets and liabilities, the rates used were 30% and 10%,
which are the rates expected to apply to taxable income in the years in which the deferred
income tax assets and liabilities are expected to be recovered or settled and considering the tax
rate for renewable energy (RE) developers as allowed by the Renewable Energy Act of 2008
(see Note 39f).

No deferred income tax assets were recognized on the Company’s NOLCO and MCIT amounting
to P=2.80 billion and P=20.7 million, respectively, as of December 31, 2013 and P=2.30 billion and
P=39.9 million, respectively, as of December 31, 2012, since management expects that it will not
generate sufficient taxable income in the future that will be available to allow all of the deferred
income tax assets to be utilized.

There are no income tax consequences to the Group attaching to the payment of dividends to its
shareholders.
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30. Earnings Per Common Share

Earnings per common share amounts were computed as follows:

2013
2012

(As Restated)
2011

(As Restated)
a. Net income attributable to equity

 holders of the parent P=18,576,845 P=24,425,708 P=21,632,264
b. Weighted average number of

 common shares issued and
 outstanding 7,358,604,307 7,358,604,307 7,358,604,307
Earnings per common share (a/b) P=2.52 P=3.32 P=2.94

There are no dilutive potential common shares for the years ended December 31, 2013, 2012
and 2011.

31. Operating Segment Information

Operating segments are components of the Group that engage in business activities from which
they may earn revenues and incur expenses, whose operating results are regularly reviewed by
the Group’s CODM to make decisions about how resources are to be allocated to the segment
and assess their performances, and for which discrete financial information is available.

For purposes of management reporting, the Group’s operating businesses are organized and
managed separately according to services provided, with each segment representing a strategic
business segment.  The Group’s identified operating segments, which are consistent with the
segments reported to the BOD, which is the Group’s CODM, are as follows:
· “Power Generation” segment, which is engaged in the generation and supply of power to

various customers under power supply contracts, ancillary service procurement agreements
and for trading in WESM;

· “Power Distribution” segment, which is engaged in the distribution and sale of electricity to
the end-users; and

· “Parent Company and Others”, which includes the operations of the Company, retail
electricity sales to various off takers that are considered to be eligible  contestable customers
(see Note 39e) and electricity related services of the Group such as installation of electrical
equipment.

The Group has only one geographical segment as all of its assets are located in the Philippines.
The Group operates and derives principally all of its revenue from domestic operations.  Thus,
geographical business information is not required.

Management monitors the operating results of its segments separately for the purpose of
making decisions about resource allocation and performance assessment.  Segment revenue and
segment expenses are measured in accordance with PFRS.  The presentation and classification of
segment revenue and segment expenses are consistent with the consolidated statement of
income.  Interest expense and financing charges, depreciation and amortization expense and
income taxes are managed on a per segment basis.
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The Group has inter-segment revenues in the form of management fees as well as inter-segment
sales of electricity which are eliminated in consolidation.  The transfers are accounted for at
competitive market prices on an arm’s-length transaction basis.

Segment assets do not include deferred income tax assets, pension asset and other noncurrent
assets.  Segment liabilities do not include deferred income tax liabilities, income tax payable and
pension liability.  Capital expenditures consist of additions of property, plant and equipment and
intangible asset - service concession rights.  Adjustments as shown below include items not
presented as part of segment assets and liabilities.

Revenue is recognized to the extent that it is probable that economic benefits will flow to the
Group, and that the revenue can be reliably measured.  Sale of power to Manila Electric
Company accounted for 31%, 55% and 40% of the power generation revenues of the Group in
2013, 2012 and 2011, respectively.

Financial information on the operations of the various business segments are summarized as
follows:

2013

Power
Generation

Power
Distribution

Parent
Company/

Others
Eliminations and

Adjustments Consolidated

REVENUE
External P=39,436,267 P=28,067,236 P=4,551,664 P=– P=72,055,167
Inter-segment 6,084,876 – 430,849 (6,515,725) –
Total Revenue P=45,521,153 P=28,067,236 P=4,982,513 (P=6,515,725) P=72,055,167

Segment Results P=15,923,907 P=3,532,053 P=21,329 P=– 19,477,289
Unallocated corporate  income - net (1,997,682) 515,152 398,766 – (1,083,764)

INCOME FROM OPERATIONS 13,926,225 4,047,205 420,095 – 18,393,525
Interest expense (5,162,937) (109,207) (71,584) – (5,343,728)
Interest income 309,381 20,971 83,443 – 413,795
Share in net earnings of associates 5,893,358 589,392 18,295,842 (18,304,222) 6,474,370
Provision for income tax 641,423 (1,097,559) (70,489) – (526,625)
NET INCOME P=15,607,450 P=3,450,802 P=18,657,307 (P=18,304,222) P=19,411,337

OTHER INFORMATION
Investments in Associates P=23,789,796 P=747,143 P=85,577,649 (P=85,203,646) P=24,910,942

Capital Expenditures P=13,591,131 P=1,290,785 P=47,210 P=– P=14,929,126

Segment Assets P=162,531,048 P=18,868,694 P=102,002,925 (P=89,463,849) P=193,938,817

Segment Liabilities P=85,998,490 P=13,802,458 P=14,577,384 (P=11,690,272) P=102,688,060

Depreciation and Amortization P=3,136,961 P=763,744 P=19,182 (P=44,588) P=3,875,299
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2012 (As restated)

Power
Generation

Power
Distribution

Parent
Company/

Others
Eliminations and

Adjustments Consolidated

REVENUE
External P=46,031,304 P=15,849,591 P=272,270 P=– P=62,153,165
Inter-segment 1,748,186 – 386,050 (2,134,236) –
Total Revenue P=47,779,490 P=15,849,591 P=658,320 (P=2,134,236) P=62,153,165

Segment Results P=18,036,545 P=2,291,217 P=127,999 P=– P=20,455,761
Unallocated corporate  income - net 1,737,394 285,319 (39,107) – 1,983,606

INCOME FROM OPERATIONS 19,773,939 2,576,536 88,892 – 22,439,367
Interest expense (5,920,323) (109,204) (972,315) – (7,001,842)
Interest income 717,062 20,359 191,492 – 928,913
Share in net earnings of associates 9,211,748 740,312 25,252,723 (25,265,020) 9,939,763
Provision for income tax (587,250) (652,276) (151,041) – (1,390,567)
NET INCOME P=23,195,176 P=2,575,727 P=24,409,751 (P=25,265,020) P=24,915,634

OTHER INFORMATION
Investments in Associates P=21,813,646 P=2,758,008 P=78,763,485 (P=78,352,776) P=24,982,363

Capital Expenditures P=8,874,828 P=1,013,440 P=16,920 P=– P=9,905,188

Segment Assets P=137,377,855 P=10,443,302 P=87,914,173 (P=72,630,505) P=163,104,825

Segment Liabilities P=67,564,176 P=5,960,059 P=6,708,757 P=412,870 P=80,645,862

Depreciation and Amortization P=3,004,831 P=491,503 P=20,062 P=– P=3,516,396

2011 (As restated)

Power
Generation

Power
Distribution

Parent
Company/

Others
Eliminations and

Adjustments Consolidated

REVENUE
External P=39,944,982 P=14,356,619 P=174,036 P=– P=54,475,637
Inter-segment 1,554,273 – 354,273 (1,908,546) –
Total Revenue P=41,499,255 P=14,356,619 P=528,309 (P=1,908,546) P=54,475,637

Segment Results P=18,395,466 P=1,924,037 P=69,696 P=– P=20,389,199
Unallocated corporate  income - net 332,596 362,764 (2,511) – 692,849

INCOME FROM OPERATIONS 18,728,062 2,286,801 67,185 – 21,082,048
Interest expense (5,901,765) (88,574) (1,355,236) – (7,345,575)
Interest income 405,894 17,285 438,342 – 861,521
Share in net earnings of associates 7,855,350 583,785 22,603,446 (22,604,694) 8,437,887
Provision for income tax (432,103) (592,803) (102,697) – (1,127,603)

NET INCOME P=20,655,438 P=2,206,494 P=21,651,040 (P=22,604,694) P=21,908,278

OTHER INFORMATION
Investments in Associates P=25,089,253 P=2,590,734 P=70,685,563 (P=70,278,773) P=28,086,777

Capital Expenditures P=6,607,335 P=906,701 P=13,222 P=– P=7,527,258

Segment Assets P=130,059,885 P=9,713,190 P=82,157,724 (P=68,559,041) P=153,371,758

Segment Liabilities P=66,446,087 P=6,029,352 P=13,701,168 (P=2,662,333) P=83,514,274

Depreciation and Amortization P=2,942,432 P=384,190 P=19,160 P=– P=3,345,782
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32. Related Party Disclosures 
 

Parties are considered to be related if one party has the ability to control, directly or indirectly, 
the other party or exercise significant influence over the other party in making financial and 
operating decisions.  Parties are also considered to be related if they are subject to common 
control or common significant influence.  Related parties may be individuals or corporate 
entities. 

 
The Group enters into transactions with its parent, associates and other related parties, 
principally consisting of the following: 

 
a. The Company provides services to certain associates such as technical and legal assistance 

for various projects and other services (see Note 28) 
 

b. Energy fees are billed by the Group to related parties and the Group also purchased power 
from associates, arising from the following: 

 
 PPA/PSA or ESA (Note 21) 
 Replacement power contracts (Note 22) 

 
c. AEV provides human resources, internal audit, legal, treasury and corporate finance services, 

among others, to the Group and shares with the member companies the business expertise 
of its highly qualified professionals.  Transactions are priced based on agreed rates, and billed 
costs are always benchmarked to third party rates to ensure competitive pricing.  Service 
level agreements are in place to ensure quality of service.  This arrangement enables the 
Group to maximize efficiencies and realize cost synergies.  These transactions result to 
professional and technical fees paid by the Group to AEV (see Note 24). 

 
d. Aviation services are rendered by AAI, an associate, to the Group.     

 
 

e. Lease of commercial office units by the Group from Cebu Praedia Development Corporation 
(CPDC) and Aboitizland, Inc. and subsidiaries.  CPDC and Aboitizland, Inc. are subsidiaries of 
AEV.   

 
f. Aboitiz Construction Group, Inc. (ACGI), a wholly owned subsidiary of ACO, rendered its 

services to the Group for the following projects: rehabilitation of Tiwi and Makban power 
plants, tunnel repairs of LHC and construction of TSI power plant. 

 
g. Cash deposits with Union Bank of the Philippines (UBP) earn interest at prevailing market 

rates (see Note 4).  UBP is an associate of AEV. 
 

h. The Company obtained SBLC and is acting as surety for the benefit of certain associates in 
connection with loans and credit accommodations.  The Company provided SBLC for STEAG, 
LHC, SNAP M and SNAP B in the amount of P=2.10 billion in 2013, P=1.90 billion in 2012 and  
P=2.50 billion in 2011. 
 
The above transactions are settled in cash.   
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The consolidated balance sheets and consolidated statements of income include the following
significant account balances resulting from the above transactions with related parties:

a. Revenue - Technical, management and other fees

Revenue Receivable
2013 2012 2011 2013 2012 Terms Conditions

Associates

VECO (see Note 8) P=– P=111,719 P=44,840 P=– P=–
30-day;

interest-free
Unsecured; no

impairment

CEDC 106,140 85,600 54,700 51,819 8,910
30-day;

interest-free
Unsecured; no

impairment

SFELAPCO 51,448 44,471 3,600 27,790 48,918
30-day;

interest-free
Unsecured; no

impairment

EAUC 4,650 4,700 2,700 3,953 4,606
30-day;

interest-free
Unsecured; no

Impairment
P=162,238 P=246,490 P=105,840 P=83,562 P=62,434

b. Revenue - Sale of power

Revenue Receivable
2013 2012 2011 2013 2012 Terms Conditions

AEV and subsidiaries
Pilmico Foods

Corporation P=64,792 P=43,142 P=29,788 P=7,627 P=4,015
30-day;

interest-free
Unsecured; no

Impairment
Aboitizland, Inc. and

subsidiaries 5,787 7,685 7,070 491 489
30-day;

interest-free
Unsecured; no

Impairment

Associates

SFELAPCO 2,642,512 2,452,070 2,156,644 209,431 197,844
30-day;

interest-free
Unsecured; no

Impairment

VECO (see Note 8) – 1,800,800 1,370,200 – 207,725
30-day;

interest-free
Unsecured; no

Impairment

SNAP M 44,640 29,160 61,200 – –
30-day;

interest-free
Unsecured; no

Impairment

Other related parties
Tsuneishi Heavy Industries

Cebu, Inc.(a joint
venture of ACO and
Tsuneishi Group) 635,649 721,924 – 51,760 48,219

Metaphil International,
Inc. (a subsidiary of
ACO) 8,417 14,552 17,171 563 854

30-day;
interest-free

Unsecured; no
impairment

P=3,401,797 P=5,069,333 P=3,642,073 P=269,872 P=459,146

c. Cost of purchased power

Purchases Payable
2013 2012 2011 2013 2012 Terms Conditions

Associates

SNAP B P=– P=633,134 P=33,000 P=– P=136,553
30-day;

interest-free Unsecured

CEDC 302,186 327,175 224,130 25,261 22,558
30-day;

interest-free Unsecured

EAUC 99,241 93,839 64,760 12,212 11,364
30-day;

interest-free Unsecured

SNAP M 103,845 31,553 61,200 – –
30-day;

interest-free Unsecured
P=505,272 P=1,085,701 P=383,090 P=37,473 P=170,475
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d. Expenses

Purchases/Expenses Payable

Nature 2013 2012 2011 2013 2012 Terms Conditions
AEV and subsidiaries

AEV

Professional
and Technical

fees P=264,167 P=334,574 P=424,773 P=78,294 P=24,221
30-day;

interest-free Unsecured

AAI
Aviation
Services 57,183 65,682 37,494 8,617 –

30-day;
interest-free Unsecured

CPDC Rental 12,985 41,408 57,318 4,462 –
30-day;

interest-free Unsecured
Aboitizland, Inc.

and subsidiaries Rental 4,675 2,147 1,546 1,000 940
30-day;

interest-free Unsecured
Other related

parties

ACGI Tunnel Repairs – 254,424 48,669 – –
30-day;

interest-free Unsecured
 P=339,010 P=698,235 P=569,800 P=92,373 P=25,161

e. Capitalized construction and rehabilitation costs

Purchases Payable
2013 2012 2011 2013 2012 Terms Conditions

Other related
parties

ACGI P=469,333 P=1,456,817 P=1,737,371 P=– P=–
30-day;

interest-free Unsecured

f. Cash Deposits and Placements with UBP

Interest Income Outstanding Balance
2013 2012 2011 2013 2012 Terms Conditions

Company P=23,162 P=65,306 P=72,100 P=3,493,860 P=3,057,852
90 days or less;

interest-bearing No impairment
TPI and

subsidiaries 57,794 71,780 107,264 7,971,358 7,174,181
90 days or less;

interest-bearing No impairment
ARI and

subsidiaries 47,299 97,358 19,228 1,951,871 2,041,244
90 days or less;

interest-bearing No impairment

CPPC 2,982 7,345 7,200 297,070 431,400
90 days or less;

interest-bearing No impairment

SEZ 2,090 5,429 735 289,630 92,490
90 days or less;

interest-bearing  No impairment

MEZ 503 1,917 280 79,858 52,884
90 days or less;

interest-bearing No impairment

DLP 2,531 1,782 1,400 408,620 20,297
90 days or less;

interest-bearing No impairment

BEZ 657 1,146 1,150 93,982 25,213
90 days or less;

interest-bearing  No impairment

PEI 62 113 7 5,069 5,063
90 days or less;

interest-bearing No impairment

CLP 178 90 100 114,282 885
90 days or less;

interest-bearing No impairment

AI 215 3 – 54,861 129
90 days or less;

interest-bearing No impairment

VECO 4,491 – – 552,229 –
90 days or less;

interest-bearing No impairment

AESI 2,985 1 – 713,384 1,042
90 days or less;

interest-bearing No impairment
P=144,949 P=252,270 P=209,464 P=16,026,074 P=12,902,680
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The Company’s retirement benefit fund (“Fund”) is in the form of a trust being maintained and
managed by AEV.  In 2013 and 2012, other than contributions to the Fund, no transactions
occurred between the Company or any of its direct subsidiaries and the Fund.

Compensation of BOD and key management personnel of the Group follows:

2013 2012 2011
Short-term benefits P=462,710 P=334,464 P=274,300
Post-employment benefits 61,751 26,159 15,675

P=524,461 P=360,623 P=289,975

33. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise cash and cash equivalents and long-term
debts.  The main purpose of these financial instruments is to raise finances for the Group’s
operations.  The Group has various other financial instruments such as trade and other
receivables, AFS investments, bank loans, trade and other payables, finance lease obligation,
payable to preferred shareholder of a subsidiary, long-term obligation on power distribution
system and customers’ deposits, which generally arise directly from its operations.

The Group also enters into derivative transactions, particularly foreign currency forwards, to
economically hedge its foreign currency risk from foreign currency denominated liabilities and
purchases (see Note 34).

Risk Management Structure
The BOD is mainly responsible for the overall risk management approach and for the approval of
risk strategies and principles of the Group.

Financial risk committee
The Financial Risk Committee has the overall responsibility for the development of risk strategies,
principles, frameworks, policies and limits.  It establishes a forum of discussion of the Group’s
approach to risk issues in order to make relevant decisions.

Treasury service group
The Treasury Service Group is responsible for the comprehensive monitoring, evaluating and
analyzing of the Group’s risks in line with the policies and limits.

The main risks arising from the Group’s financial instruments are interest rate risk resulting from
movements in interest rates that may have an impact on outstanding long-term debt; credit risk
involving possible exposure to counter-party default on its cash and cash equivalents, AFS
investments and trade and other receivables; liquidity risk in terms of the proper matching of the
type of financing required for specific investments; and foreign exchange risk in terms of foreign
exchange fluctuations that may significantly affect its foreign currency denominated placements
and borrowings.
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Liquidity risk 
Liquidity risk is the risk of not meeting obligations as they become due because of the inability to 
liquidate assets or obtain adequate funding.  The Group maintains sufficient cash and cash 
equivalents to finance its operations.  Any excess cash is invested in short-term money market 
placements.  These placements are maintained to meet maturing obligations and pay any 
dividend declarations. 

 
In managing its long-term financial requirements, the Group’s policy is that not more than 25% of 
long-term borrowings should mature in any twelve-month period.  1.93% of the Group’s debt will 
mature in less than one year as of December 31, 2013 (2012: 6.36%).  For its short-term funding, 
the Group’s policy is to ensure that there are sufficient working capital inflows to match 
repayments of short-term debt. 

 
The financial assets that will be principally used to settle the financial liabilities presented in the 
following table are from cash and cash equivalents and trade and other receivables that have 
contractual undiscounted cash flows amounting to P=31.38 billion and P=13.04 billion, respectively, 
as of December 31, 2013 and P=30.68 billion and P=8.12 billion, respectively, as of December 31, 
2012 (see Notes 4 and 5).  Cash and cash equivalents can be withdrawn anytime while trade and 
other receivables are expected to be collected/realized within one year. 

 
The following tables summarize the maturity profile of the Group’s financial liabilities as of 
December 31, 2013 and 2012 based on contractual undiscounted payments: 

 
December 31, 2013 

 
 

 Total      
 carrying Contractual undiscounted payments 
 value Total On demand <1 year 1 to 5 years > 5 years 
Trade and other payables P=12,209,711 P=12,209,711 P=7,655 P=12,202,056 P=– P=– 
Customers’ deposits 5,138,155 5,138,155 – 0 25,319 5,112,836 
Bank loans – – – – – – 
Payable to a preferred 

shareholder of a subsidiary 
– – – – – – 

Finance lease obligation 55,202,763 100,961,864 – 6,301,339 41,256,215 53,404,310 
Long-term obligation on power 

distribution system 263,865 560,000 – 40,000 200,000 320,000 
Long-term debts 23,287,939 32,330,262 – 1,115,071 11,112,669 20,102,522 
Derivative liabilities 23 23 – 23 – – 
 P=96,102,456 P=151,200,015 P=7,655 P=19,658,489 P=52,594,203 P=78,939,668 

 
December 31, 2012 

 
 

 Total      
 carrying Contractual undiscounted payments 
 value Total On demand <1 year 1 to 5 years > 5 years 
Trade and other payables P=8,802,502 P=8,802,502 P=1,532 P=8,800,970 P=– P=– 
Customers’ deposits 2,404,361 2,404,986 – 7,938 56,157 2,340,891 
Bank loans 1,277,000 1,279,067 – 1,279,067 – – 
Payable to a preferred 

shareholder of a subsidiary 46,068 62,140 – 31,070 31,070 – 
Finance lease obligation 54,380,314 104,484,146 – 6,625,320 38,373,426 59,485,400 
Long-term obligation on power 

distribution system 270,843 600,000 – 40,000 200,000 360,000 
Long-term debts 11,175,949 12,391,248 – 3,924,817 7,263,952 1,202,479 
Derivative liabilities 29,173 29,173 – 29,173   
 P=78,386,210 P=130,053,262 P=1,532 P=20,738,355 P=45,924,605 P=63,388,770 
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Market Risk 
The risk of loss, immediate or over time, due to adverse fluctuations in the price or market value 
of instruments, products, and transactions in the Group’s overall portfolio (whether on or off-
balance sheet) is market risk.  These are influenced by foreign and domestic interest rates, 
foreign exchange rates and gross domestic product growth. 

 
Interest rate risk 
The Group’s exposure to market risk for changes in interest rates relates primarily to its long-
term debt obligations.  To manage this risk, the Group determines the mix of its debt portfolio as 
a function of the level of current interest rates, the required tenor of the loan, and the general 
use of the proceeds of its various fund raising activities.  As of December 31, 2013, 8% of the 
Group’s long-term debt had floating interest rates ranging from 2.00% to 2.75%, and 92% have 
fixed rates ranging from 3.50% to 6.20%.  As of December 31, 2012, 20% of the Group’s long-
term debt had floating interest rates ranging from 2.00% to 4.65%, and 80% have fixed rates 
ranging from 5.61% to 8.52%.   

 
The following tables set out the carrying amounts, by maturity, of the Group’s financial 
instruments that are exposed to cash flow interest rate risk: 

 
As of December 31, 2013 

 
 <1 year 1-5 years >5 years Total 
Floating rate - long-term debt P=259,502 P=1,212,049 P=495,004 P=1,966,555 

 
As of December 31, 2012 

 
 <1 year 1-5 years >5 years Total 
Floating rate - long-term debt P=435,035 P=805,766 P=1,011,062 P=2,251,863 
Floating rate - payable to a preferred 

shareholder of a subsidiary 20,705 25,363 – 46,068 
Total P=455,740 P=831,129 P=1,011,062 P=2,297,931 

 
Interest on financial instruments classified as floating rate is repriced at intervals of less than one 
year.  Interest on financial instruments classified as fixed rate is fixed until the maturity of the 
instrument.  The other financial instruments of the Group that are not included in the above 
tables are non-interest-bearing and are therefore not subject to interest rate risk.  The Group’s 
derivative assets and liabilities are subject to fair value interest rate risk (see Note 34). 
 
The following table demonstrates the sensitivity to a reasonably possible change in interest 
rates, with all other variables held constant, of the Group’s income before tax (through the 
impact on floating rate borrowings): 

 

 

Increase 
(decrease) in 

basis points 

Effect  
on income 
before tax 

December 2013 200 (P=39,331) 
 (100) 19,666 
December 2012 200 (P=45,037) 
 (100) 22,519 
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The Group’s sensitivity to an increase/decrease in interest rates pertaining to derivative
instruments is expected to be insignificant in 2013 and 2012 due to their short-term maturities
and immateriality relative to the total assets and liabilities of the Group.

There is no other impact on the Group’s equity other than those already affecting the
consolidated statements of income.

The interest expense and other finance charges recognized according to source are as follows:

2013 2012 2011
Finance lease obligation

(see Note 35) P=4,804,072 P=5,505,482 P=5,476,632
Bank loans and long-term debt

(see Notes 15 and 16) 408,231 1,445,880 1,800,164
Payable to a preferred shareholder

of subsidiary (see Note 19) 16,072 14,168 17,273
Customers’ deposits (see Note 17) 1,411 2,515 1,992
Amounts owed to related parties – – 15,027
Other long-term obligations

(see Notes 12 and 18) 113,942 33,797 34,487
P=5,343,728 P=7,001,842 P=7,345,575

Foreign exchange risk
The foreign exchange risk of the Group pertains significantly to its foreign currency denominated
obligations.  To manage its foreign exchange risk, stabilize cash flows and improve investment
and cash flow planning, the Group enters into foreign currency forward contracts aimed at
reducing and/or managing the adverse impact of changes in foreign exchange rates on financial
performance and cash flows.  Foreign currency denominated borrowings account for 38% and
43% of total consolidated borrowings as of December 31, 2013 and 2012, respectively.

Presented below are the Group’s foreign currency denominated financial assets and liabilities as
of December 31, 2013 and 2012, translated to Philippine Peso:

December 31, 2013 December 31, 2012

US Dollar
Philippine Peso

equivalent1 US Dollar
Philippine Peso

equivalent2

Loans and receivables:
Cash and cash equivalents $54,134 P=2,403,279 $11,326 P=464,932
Trade and other receivables 12,665 562,251 925 37,960

Total financial assets 66,799 2,965,530 12,251 502,892
Other financial liabilities:

Trade and other payables 7,582 336,577 8,527 350,043
Long-term debt 44,560 1,978,240 50,060 2,054,968
Finance lease obligation 627,812 27,871,714 645,025 26,478,276

Total financial liabilities 679,954 30,186,531 703,612 28,883,287
Total net financial liabilities ($613,155) (P=27,221,001) ($691,361) (P=28,380,395)
1$1 = P=44.395
2$1 = P=41.050
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The following table demonstrates the sensitivity to a reasonably possible change in the US dollar
exchange rates, with all other variables held constant, of the Group’s income before tax as of
December 31:

Increase/ (decrease)
 in US Dollar

Effect on income
before tax

2013
US Dollar denominated accounts US Dollar strengthens by 5% (P=1,361,050)
US Dollar denominated accounts US Dollar weakens by 5% 1,361,050

2012
US Dollar denominated accounts US Dollar strengthens by 5% (P=1,419,020)
US Dollar denominated accounts US Dollar weakens by 5% 1,419,020

The increase in US Dollar rate represents the depreciation of the Philippine Peso while the
decrease in US Dollar rate represents appreciation of the Philippine Peso.

The Group’s sensitivity to an increase/decrease in foreign currency pertaining to derivative
instruments is expected to be insignificant in 2013 and 2012 due to their short-term maturities
and immateriality relative to the total assets and liabilities of the Group.

There is no other impact on the Group’s equity other than those already affecting the
consolidated statements of income.

Credit risk
For its cash investments (including restricted portion), AFS investments and receivables, the
Group’s credit risk pertains to possible default by the counterparty, with a maximum exposure
equal to the carrying amount of these investments.  With respect to cash investments and AFS
investments, the risk is mitigated by the short-term and/or liquid nature of its cash investments
mainly in bank deposits and placements, which are placed with financial institutions and entities
of high credit standing.  With respect to receivables, credit risk is controlled by the application of
credit approval, limit and monitoring procedures.  It is the Group’s policy to only enter into
transactions with credit-worthy parties to mitigate any significant concentration of credit risk.
The Group ensures that sales are made to customers with appropriate credit history and it has
internal mechanisms to monitor the granting of credit and management of credit exposures.

Concentration Risk
Credit risk concentration of the Group’s receivables according to the customer category as of
December 31, 2013 and 2012 is summarized in the following table:

2013 2012
Power distribution:

Industrial P=2,312,050 P=488,937
Residential 1,034,845 345,155
Commercial 473,117 118,114
City street lighting 33,782 10,903

Power generation:
Power supply contracts 7,292,173 5,771,265
Spot market 607,740 978,530

P=11,753,707 P=7,712,904
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The above receivables were provided with allowance for doubtful accounts amounting to
P=1.09 billion in 2013 and P=1.10 billion in 2012 (see Note 5).

Maximum exposure to credit risk after collateral and other credit enhancements
The maximum exposure of the Group’s financial instruments is equivalent to the carrying values
as reflected in the consolidated balance sheet and related notes, except that the credit risk a
associated with the receivables from customers is mitigated because some of these receivables
have collaterals.

Maximum exposure to credit risk for collateralized loans is shown below:

2013 2012

Carrying Value

Financial Effect
of Collateral in

Mitigating
Credit Risk

Maximum
Exposure to

Credit Risk
Carrying

Value

Financial
Effect of

Collateral in
Mitigating
Credit Risk

Maximum
Exposure to

Credit Risk
Trade receivables:

Power distribution P=3,853,794 P=3,853,794 P=– P=963,109 P=963,109 P=–

Financial effect of collateral in mitigating credit risk is equivalent to the fair value of the collateral
or the carrying value of the loan, whichever is lower.

Credit Quality
The credit quality per class of financial assets is as follows:

December 31, 2013

Neither past due nor impaired
Past due or
individually

High Grade Standard Sub-standard impaired Total
Cash and cash equivalents:

Cash on hand and in banks P=7,235,538 P=– P=– P=– P=7,235,538
Short-term investments 24,147,961 – – – 24,147,961

31,383,499 – – – 31,383,499
Trade receivables:

Power supply contracts 4,276,690 – – 3,015,483 7,292,173
Spot market 225,472 – – 382,268 607,740
Industrial 1,968,797 14,916 29,605 298,732 2,312,050
Residential 415,168 9,021 39,351 571,305 1,034,845
Commercial 252,856 3,428 9,150 207,683 473,117
City street lighting 15,080 495 2,230 15,977 33,782

7,154,063 27,860 80,336 4,491,448 11,753,707
Other receivables 2,205,783 123 – 171,401 2,377,307
AFS investments 6,654 – – – 6,654
Derivative assets 30,900 – – – 30,900
Total P=40,780,899 P=27,983 P=80,336 P=4,662,849 P=45,552,067
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December 31, 2012

Neither past due nor impaired
Past due or
individually

High Grade Standard Sub-standard impaired Total
Cash and cash equivalents:

Cash on hand and in banks P=4,604,299 P=– P=– P=– P=4,604,299
Short-term investments 26,074,194 – – – 26,074,194

30,678,493 – – – 30,678,493
Trade receivables:

Power supply contracts 3,823,847 81,680 – 1,865,738 5,771,265
Spot market 268 414,025 – 564,237 978,530
Industrial 315,608 13,000 26,434 133,895 488,937
Residential 19,870 47,359 111,644 166,282 345,155
Commercial 11,839 45,224 27,126 33,925 118,114
City street lighting 790 1,604 3,466 5,043 10,903

4,172,222 602,892 168,670 2,769,120 7,712,904
Other receivables 1,234,127 5,746 839 265,208 1,505,920
AFS investments 3,744 – – – 3,744
Derivative assets 2,631 – – – 2,631
Total P=36,091,217 P=608,638 P=169,509 P=3,034,328 P=39,903,692

High grade - pertain to receivables from customers with good favorable credit standing and have
no history of default.

Standard grade - pertain to those customers with history of sliding beyond the credit terms but
pay a week after being past due.

Sub-standard grade - pertain to those customers with payment habits that normally extend
beyond the approved credit terms, and has high probability of being impaired.

Trade and other receivables that are individually determined to be impaired at the balance sheet
date relate to debtors that are in significant financial difficulties and have defaulted on payments
and accounts under dispute and legal proceedings.

The Group evaluated its cash and cash equivalents and restricted cash as high quality financial
assets since these are placed in financial institutions of high credit standing.

With respect to other receivables, AFS investment and derivative assets, the Group evaluates the
counterparty’s external credit rating in establishing credit quality.
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The tables below show the Group’s aging analysis of financial assets:

December 31, 2013

 Neither past Past due but not impaired

Total
due nor

impaired
Less than

30 days
31 days to 60

days
Over

60 days
Individually

impaired
Cash and cash equivalents:

Cash on hand and in banks P=7,235,538 P=7,235,538 P=– P=– P=– P=–
Short-term investments 24,147,961 24,147,961 – – – –

31,383,499 31,383,499 – – – –
Trade receivables:

Power supply contracts 7,292,173 4,276,690 1,235,721 115,369 975,734 688,659
Spot market 607,740 225,472 28 481 130,389 251,370
Industrial 2,312,050 2,013,318 123,136 12,788 157,413 5,395
Residential 1,034,845 463,540 257,151 63,298 133,700 117,156
Commercial 473,117 265,434 88,134 20,033 69,211 30,305
City street lighting 33,782 17,805 4,616 1,886 9,345 130

11,753,707 7,262,259 1,708,786 213,855 1,475,792 1,093,015
Other receivables 2,377,307 2,205,906 61,366 3,537 106,498 –
AFS investments 6,654 6,654 – – – –
Derivative assets 30,900 30,900 – – – –
Total P=45,552,067 P=40,889,218 P=1,770,152 P=217,392 P=1,582,290 P=1,093,015

December 31, 2012

 Neither past Past due but not impaired

Total
due nor

impaired
Less than

30 days
31 days to 60

days
Over

60 days
Individually

impaired
Cash and cash equivalents:

Cash on hand and in banks P=4,604,299 P=4,604,299 P=– P=– P=– P=–
Short-term investments 26,074,194 26,074,194 – – – –

30,678,493 30,678,493 – – – –
Trade receivables:

Power supply contracts 5,771,265 3,905,527 449,910 214,262 535,067 666,499
Spot market 978,530 414,293 512 256 244,813 318,656
Industrial 488,937 355,042 2,617 34,180 980 96,118
Residential 345,155 178,873 70,456 14,123 62,279 19,424
Commercial 118,114 84,189 16,860 2,770 11,209 3,086
City street lighting 10,903 5,860 1,496 1,173 2,364 10

7,712,904 4,943,784 541,851 266,764 856,712 1,103,793
Other receivables 1,505,920 1,240,712 56,839 64,759 143,610 –
AFS investments 3,744 3,744 – – – –
Derivative assets 2,631 2,631 – – – –
Total P=39,903,692 P=36,869,364 P=598,690 P=331,523 P=1,000,322 P=1,103,793

Capital Management
Capital includes equity attributable to the equity holders of the parent.  The primary objective of
the Group’s capital management is to ensure that it maintains a strong credit rating and healthy
capital ratios in order to support its business and maximize shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in
economic conditions.  To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares.
The Group monitors capital using a gearing ratio, which is net debt divided by equity plus net
debt.  The Group’s policy is to keep the gearing ratio at 70% or below.  The Group determines net
debt as the sum of interest-bearing short-term and long-term loans (comprising long-term debt,
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finance lease obligation and payable to a preferred shareholder of a subsidiary) less cash and 
short-term deposits. 

 
Gearing ratios of the Group as of December 31, 2013 and 2012 are as follows: 

 

 2013 
2012 

(As Restated) 
Bank loans P=– P=1,277,000 
Long-term debt 78,490,702 65,602,331 
Cash and cash equivalents (31,383,499) (30,678,493) 
Net debt (a) 47,107,203 36,200,838 
Equity  91,250,757 82,458,963 
Equity and net debt (b) P=138,357,960 P=118,659,801 
Gearing ratio (a/b) 34.05% 30.51% 

 
Certain entities within the Group that are registered with the BOI are required to raise a 
minimum amount of capital in order to avail of their registration incentives.  As of December 31, 
2013 and 2012, these entities have complied with the requirement as applicable (see Note 37).  

 
No changes were made in the objectives, policies or processes during the years ended  
December 31, 2013 and 2012.   

 
 
34. Financial Instruments 
 

Fair Value of Financial Instruments 
Fair value is defined as the amount at which the financial instrument could be sold in a current 
transaction between knowledgeable willing parties in an arm’s length transaction, other than in a 
forced liquidation or sale.  Fair values are obtained from quoted market prices, discounted cash 
flow models and option pricing models, as appropriate. 

 
A financial instrument is regarded as quoted in an active market if quoted prices are readily 
available from an exchange, dealer, broker, pricing services or regulatory agency and those prices 
represent actual and regularly occurring market transactions on an arm’s length basis.  For a 
financial instrument with an active market, the quoted market price is used as its fair value.  On 
the other hand, if transactions are no longer regularly occurring even if prices might be available 
and the only observed transactions are forced transactions or distressed sales, then the market is 
considered inactive.  For a financial instrument with no active market, its fair value is determined 
using a valuation technique (e.g. discounted cash flow approach) that incorporates all factors 
that market participants would consider in setting a price. 
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Set out below is a comparison by category of carrying amounts and fair values of  the Group’s
financial instruments whose fair values are different from their carrying amounts.

2013 2012
Carrying

Amounts
Fair

Values
Carrying

Amounts
Fair

Values

Financial Liabilities
Finance lease obligation P=55,202,763 P=69,828,432 P=54,380,314 P=62,918,287
Long-term debt - fixed rate 21,321,384 21,784,973 8,924,086 9,303,524
Long-term obligation on power

distribution system 263,865 426,172 270,843 429,088
P=76,788,012 P=92,039,577 P=63,575,243 P=72,650,899

The following methods and assumptions are used to estimate the fair value of each class of
financial instruments:

Cash and cash equivalents, trade and other receivables, bank loans and trade and other payables.
The carrying amounts of cash and cash equivalents, trade and other receivables, bank loans and
trade and other payables approximate fair value due to the relatively short-term maturity of
these financial instruments.

Fixed-rate borrowings.  The fair value of fixed rate interest-bearing loans is based on the
discounted value of future cash flows using the applicable rates for similar types of loans.
Interest-bearing loans were discounted using credit-adjusted interest rates ranging from 1.36%
to 5.27% in 2013 and 1.42% to 9.33% in 2012.

Floating-rate borrowings. Since repricing of the variable-rate interest bearing loan is done on a
quarterly basis, the carrying value approximates the fair value.

Finance lease obligation.  The fair value of the finance lease obligation was calculated by
discounting future cash flows using interest rates of 5.82% to 9.34% in 2013 and 5.82% to 8.23%
in 2012 for dollar payments and 1.76% to 5.74% in 2013 and 1.76% to 6.64% in 2012 for peso
payments.

Long-term obligation on PDS. The fair value of the long-term obligations on power distribution
system is calculated by discounting expected future cash flows at prevailing market rates.
Discount rates used in discounting the obligation ranges from 0.93% to 4.38% in 2013 and 1.02%
to 5.22% in 2012.

Customers’ deposits.  The fair value of bill deposits approximates the carrying values as these
deposits earn interest at the prevailing market interest rate in accordance with regulatory
guidelines.  The timing and related amounts of future cash flows relating to transformer and lines
and poles deposits cannot be reasonably and reliably estimated for purposes of establishing their
fair values using an alternative valuation technique.
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AFS investments.  These are carried at cost less impairment because fair value cannot be
determined reliably due to the unpredictable nature of cash flows and lack of suitable methods
of arriving at reliable fair value.

Derivative financial instruments
The fair value is calculated by reference to prevailing interest rate differential and spot exchange
rate as of valuation date, taking into account its remaining term to maturity.  The Group enters
into non-deliverable short-term forward contracts with counterparty banks to manage its foreign
currency risks associated with foreign currency-denominated liabilities and purchases.

The Group also entered into an interest rate swap agreement to fully hedge its floating rate
exposure on its foreign currency-denominated loan.

Freestanding derivatives
As of December 31, 2013 and 2012, the Group has outstanding non-deliverable sell US Dollar buy
EURO short-term forward exchange contracts with counterparty banks with an aggregate
notional amount of $2.3 million and $2.0 million, respectively, and remaining maturities of less
than 1 month to 3 months and less than 1 month to 2 months, respectively.  As at December 31,
2013 and 2012, the forward rates related to the forward contracts ranges from €1.3274 to
€1.3824 per US$1 and €1.3012 to €1.3242 per US$1, respectively.  As of December 31, 2013 and
2012, the Group recognized derivative asset relating to these contracts amounting to P=0.7 million
and P=2.6 million, respectively.

In 2013 and 2012, the Group did not apply hedge accounting treatment on its freestanding
derivative transactions.

Interest rate swap
In August 2012, LHC entered into an interest rate swap agreement effective October 31, 2012 to
fully hedge its floating rate exposure on its US Dollar denominated loan.  Under the interest rate
swap agreement, LHC, on a semi-annual basis, pays a fixed rate of 1.505% per annum and
receives variable interest at 6-month LIBOR plus margin.  The interest payments and receipts are
based on the outstanding USD notional amount simultaneous with the interest payments on the
hedged loan.  Similar with the hedged loan, the interest rate swap has amortizing notional
amounts which cover a period up to final maturity.  LHC designated the swap as a cash flow
hedge.

As of December 31, 2013, the outstanding notional amount and derivative asset as a result of
the swap amounted to $41.3 million and P=30.2 million, respectively.  As of December 31, 2012,
the outstanding notional amount and derivative liability as a result of the swap amounted to
$42.7 million and P=29.2 million, respectively.
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The movements in fair value changes of all derivative instruments for the year ended
December 31, 2013 and 2012 are as follows:

2013 2012
At beginning of year (P=26,542) (P=7,580)
Net changes in fair value of derivatives designated

as accounting hedges 39,946 (32,112)
Net changes in fair value of derivatives not

designated as accounting hedges (18,853) 292
Fair value of settled instruments 36,326 12,858
At end of year P=30,877 (P=26,542)

The loss of P=18.9 million in 2013 and the gain of P=0.3 million in 2012 from the net fair value
changes relating to the forward contracts are included under “Net foreign exchange gains
(losses)” in Note 28.  The changes in the fair value of the interest rate swap designated as a cash
flow hedge were deferred in equity under “Cumulative translation adjustment.”

Hedge Effectiveness Results
Since the critical terms of the hedged loan of LHC and the interest rate swap match, except for
the difference in the basis for the 6-month LIBOR (the hedged loan is based on weighted average
of 6-month LIBOR as quoted by various contributor banks whereas the interest rate swap is
based on quoted 6-month LIBOR obtained from Reuters), the hedge was assessed to be highly
effective.

The net movement of changes to Cumulative translation adjustment resulting from the cash flow
hedge is as follows:

2013 2012
Balance at beginning of year (net of tax) (P=26,256) P=–
Changes in fair value of the cash flow hedge 39,946 (32,112)

13,690 (32,112)
Swap cost payments 19,433 2,939
Balance at end of year before deferred tax effect 33,123 (29,173)
Deferred tax effect (5,938) 2,917
Balance at end of year (net of tax) P=27,185 (P=26,256)

The Group has not bifurcated any embedded derivatives as of December 31, 2013 and 2012.

Fair Value Hierarchy
The Group uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities
Level 2: other techniques for which all inputs which have a significant effect on the recorded

fair value are observable, either directly or indirectly
Level 3: techniques which use inputs which have a significant effect on the recorded fair value

that are not based on observable market data
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As of December 31, 2013 and 2012, the Group held the following financial instruments that are
measured and carried or disclosed at fair value:

December 31, 2013

Total Level 1 Level 2 Level 3
Carried at fair value:

Derivative asset P=30,900 P=− P=30,900 P=−
Derivative liability 23 − 23 −

Disclosed at fair value:
Finance lease obligation 69,828,432 − − 69,828,432
Long-term debt - fixed
 rate 21,784,973 − − 21,784,973
Long-term obligation on
 PDS 426,172 − − 426,172

December 31, 2012

Total Level 1 Level 2 Level 3
Derivative asset P=2,631 P=− P=2,631 P=−
Derivative liability 29,173 − 29,173 −

During the year ended December 31, 2013 and 2012, there were no transfers between level 1
and level 2 fair value measurements and transfers into and out of level 3 fair value
measurement.

35. Lease Agreements

TLI
TLI was appointed by PSALM as Administrator under the IPP Administration Agreement, giving
TLI the right to receive, manage and control the capacity of the power plant for its own account
and at its own cost and risk; and the right to receive the transfer of the power plant at the end of
the IPP Administration Agreement for no consideration.

In view of the nature of the IPP Administration Agreement, the arrangement has been considered
as a finance lease.  Accordingly, TLI recognized the capitalized asset and related liability of
P=44.79 billion (equivalent to the present value of the minimum lease payments using TLI’s
incremental borrowing rates of 10% and 12% for dollar and peso payments, respectively) in the
financial statements as “Power plant” and “Finance lease obligation” accounts, respectively.  This
is a non-cash acquisition of property, plant and equipment of the Group.  The discount
determined at inception of the IPP Administration Agreement is amortized over the period of the
IPP Administration Agreement and is recognized as interest expense in the consolidated
statements of income.  Interest expense in 2013, 2012 and 2011 amounted to P=4.80 billion,
P=5.51 billion and P=5.48 billion, respectively (see Note 33).
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Future minimum monthly dollar and peso payments under the IPP Administration Agreement
and their present values as of December 31, 2013 and 2012 are as follows:

Dollar
payments

Peso equivalent
of dollar

payments1
Peso

payments
2013
Total

Within one year $68,200 P=3,027,739 P=3,273,600 P=6,301,339
After one year but not

more than five years 446,520 19,823,255 21,432,960 41,256,215
More than five years 578,000 25,660,310 27,744,000 53,404,310
Total contractual payments 1,092,720 48,511,304 52,450,560 100,961,864
Unamortized discount 464,908 20,639,607 25,119,494 45,759,101
Present value $627,812 P=27,871,697 P=27,331,066 P=55,202,763
Less current portion 780,905
Noncurrent portion of finance lease

obligation P=54,421,858

Dollar
payments

Peso equivalent
of dollar

payments2
Peso

payments
2012
Total

Within one year $74,400 P=3,054,120 P=3,571,200 P=6,625,320
After one year but not

more than five years 430,920 17,689,266 20,684,160 38,373,426
More than five years 668,000 27,421,400 32,064,000 59,485,400
Total contractual payments 1,173,320 48,164,786 56,319,360 104,484,146
Unamortized discount 528,295 21,686,516 28,417,316 50,103,832
Present value $645,025 P=26,478,270 P=27,902,044 P=54,380,314
Less current portion 725,471
Noncurrent portion of finance lease

obligation P=53,654,843
1$1 = P=44.395
2$1 = P=41.050

APRI
On May 25, 2009, APRI entered into a lease agreement with PSALM for a parcel of land owned by
the latter on which a portion of the assets purchased under the APA is situated.  The lease term
is for a period of twenty-five (25) years commencing from the Closing Date as defined in the APA
which falls on May 25, 2009.  The rental fees for the whole term of 25 years amounting to
P=492.0 million were paid in full after the receipt by APRI of the Certificate of Effectivity on the
lease (see Notes 7 and 13).  Total lease charged to operations amounted to P=19.7 million in 2013,
2012 and 2011 (see Note 24).

HI and HSI
HI and HSI entered into contracts with various lot owners for lease of land where their power
plants are located.  Terms of contract are for a period of 1 to 25 years renewable upon mutual
agreement by the parties.  Future minimum rental contract provisions are as follows
(amounts in millions):

2013 2012
Not later than one year P=9.8 P=9.4
Later than 1 year but not later than 5 years 38.5 37.6
Later than 5 years 143.9 128.4

Total lease charged to operations related to these contracts amounted to P=9.5 million in 2013,
P=9.5 million in 2012 and P=9.2 million in 2011, respectively (see Note 24).
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36. Agreements

Pagbilao IPP Administration Agreement

TLI and PSALM executed the IPP Administration Agreement wherein PSALM appointed TLI to
manage the 700MW contracted capacity (the “Capacity”) of NPC in the coal-fired power plant in
Pagbilao, Quezon.

The IPP Administration Agreement includes the following obligations TLI would have to perform
until the transfer date of the power plant (or the earlier termination of the IPP Administration
Agreement):

a. Supply and deliver all fuel for the power plant in accordance with the specifications of the
original Energy Conservation Agreement (ECA); and

b. Pay to PSALM the monthly payments (based on the bid) and energy fees (equivalent to the
amount paid by NPC to the IPP).

TLI has the following rights, among others, under the IPP Administration Agreement:

a. The right to receive, manage and control the Capacity of the power plant for its own account
and at its own cost and risk;

b. The right to trade, sell or otherwise deal with the Capacity (whether pursuant to the spot
market, bilateral contracts with third parties or otherwise) and contract for or offer related
ancillary services, in all cases for its own account and its own risk and cost.  Such rights shall
carry the rights to receive revenues arising from such activities without obligation to account
therefore to PSALM or any third party;

c. The right to receive the transfer of the power plant at the end of the IPP Administration
Agreement (which is technically the end of the ECA) for no consideration; and

d. The right to receive an assignment of NPC’s interest to existing short-term bilateral Power
Supply Contract from the effective date of the IPP Administration Agreement the last of
which were scheduled to end in November 2011 (see Note 21).

In view of the nature of the IPP Administration Agreement, the arrangement has been accounted
for as a finance lease (see Note 35).

Agreements with Contractors and Suppliers

a. APRI total steam supply cost reported as part of “Cost of generated power” amounted to
P=4.26 billion in 2013, P=4.16 billion in 2012 and P=3.72 billion in 2011 (see Note 23)

On May 26, 2013, APRI’s steam supply contract with Chevron Geothermal Philippines
Holdings, Inc. (CGPHI) shifted to a GRSC.  The change is due to an existing provision under the
government’s existing contract with Chevron when the Tiwi-Makban facilities were bidded
out under the former’s privatization program.  Under the GRSC, the effective steam price of
APRI payable to PGPC will be a premium to coal.
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To ensure that APRI will continue to remain competitive in the market, a two-month interim
agreement supplementing the GRSC was implemented on August 14, 2013.

b. Construction of civil works and electro-mechanical works and project management related to
the construction of the Tudaya 1 and 2 hydro power plants.  Total purchase commitments
entered into by the Hedcor Sibulan and Hedcor Tudaya amounted to P=458.6 million and
€2.0 million and $0.2 million, respectively, as of December 31, 2013 and P=165.2 million and
€7.4 million and $0.3 million, respectively, as of December 31, 2012.  Total payments made
for the commitments amounted to P=405.0 million and €0.5 million and $0.2 million as of
December 31, 2013 and P=124.3 million and €0.7 million as of December 31, 2012.

c. TLI enters into short-term coal supply agreements.  Outstanding coal supply agreements as of
December 31, 2013 have aggregate supply amounts of 495,000 MT (equivalent dollar value is
estimated to be at $36 million) which are due for delivery from January 2014 to April 2014.
The coal supply agreements for the past three years had terms of payment by letter of credit
where payment is due at sight against presentation of documents, and by telegraphic
transfer where payment is due within 7 days from receipt of original invoice.

37. Registration with the Board of Investments (BOI)

Certain power generation subsidiaries in the Group have been registered with the BOI.  The
following are the incentives granted by the BOI:

a. ITH for a period of four (4) to six (7) years, as follows:

Subsidiary BOI Approval Date
Start of ITH

Period ITH Period
APRI June 19, 2009 June 1, 2009 6 years
TLI February 26, 2010 January 1, 2010 4 years
Hedcor Sibulan2 December 27, 2007 March 1, 2010 7 years
Hedcor, Inc. 3 February 20, 2013 February 1, 2013 7 years
Hedcor Tudaya January 31, 2013 August 1, 20141 7 years
Therma Marine May 28, 2010 May 1, 2010 4 years
TSI July 15, 2011 June 1, 20151 4 years
TVI July 17, 2012 July 1, 20171 4 years
1 or actual start of commercial operations, whichever is earlier
2 with 1 year extension
3 for Irisan-1 hydroelectric plant

The ITH shall be limited only to sales/revenue generated from the sales of electricity of the
power plant and revenues generated from the sales of carbon emission reduction credits.

b. For the first five (5) years from date of registration, the registrant shall be allowed an
additional deduction from taxable income of fifty percent (50) of the wages corresponding to
the increment in the number of direct labor for skilled and unskilled workers in the year of
availment as against the previous year if the project meets the prescribed ratio of capital
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equipment to the number of workers set by BOI of US$10,000 to one worker and provided 
that this incentive shall not be availed of simultaneously with the ITH. 

 
c. Employment of foreign nationals may be allowed in supervisory, technical or advisory 

positions for five (5) years from date of registration.   
 

d. Importation of consigned equipment for a period of ten (10) years from the date of 
registration, subject to the posting of re-export bond. 

 
e. For APRI, it may qualify to import capital requirement, spare parts and accessories at zero 

(0%) duty rate from the date of registration to June 16, 2011 pursuant to Executive Order  
No. 528 and its Implementing Rules and Regulations. 

 
As a requirement for availment of the incentives, the registrant is required to maintain a 
minimum equity requirement. 
 
As of December 31, 2013 and 2012, the power generation subsidiaries referred to above, which 
are currently availing the incentives, have complied with the requirements. 
 
 

38. Contingencies 
 

The Group is a party to certain proceedings and legal cases with other parties in the normal 
course of business.  The ultimate outcome of these proceedings and legal cases cannot be 
presently determined.  Management, in consultation with its legal counsels, believes that it has 
substantial legal and factual bases for its positions and is currently of the opinion that the likely 
outcome of these proceedings and legal cases will not have a material adverse effect on the 
Group’s financial position and operating results.  It is possible, however, that the future results of 
operations could be materially affected by changes in estimates or in the effectiveness of the 
strategies relating to these proceedings and legal cases. 

 
The Company obtained SBLC and is acting as surety for the benefit of certain associates and a 
subsidiary in connection with loans and credit accommodations.  The Company provided SBLC for 
STEAG, SNAP M, SNAP B and LHC in the amount of P=2.10 billion in 2013, P=1.90 billion in 2012 and 
P=2.50 billion in 2011. 

 
 

39. Other Matters 
 

a. Temporary Restraining Order (TRO) affecting Power Generation Companies trading in WESM 
 

On December 19, 2013, Bayan Muna representatives filed a Petition for Certiorari against the 
Energy Regulatory Commission (ERC) and the Manila Electric Company (MERALCO) with the 
Supreme Court.  On December 20, 2013, National Association of Electricity Consumers for 
Reforms filed a Petition for Certiorari and/or Prohibition against MERALCO, ERC and 
Department of Energy (DOE).  These cases raised and questioned, among others, the alleged 
substantial increase in MERALCO’s power rates for the billing period of November 2013, the 
legality of Sections 6, 29 and 45 of the EPIRA, the failure of ERC to protect consumers from 
the high energy prices and the perceived market collusion of the generation companies.    
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These cases were consolidated by the Supreme Court which issued a Temporary Restraining
Order (TRO) for a period of 60 days from December 23, 2013 to February 21, 2014,
preventing MERALCO from collecting the increase in power rates for the billing period of
November 2013 (the TRO was subsequently extended for another 60 days ending April 22,
2014  by the SC).

MERALCO, in turn, filed a counter-petition impleading generation companies supplying
power to the Wholesale Electricity Spot Market (WESM).  The Supreme Court also ordered all
the parties in the consolidated cases to file their respective pleadings in response to
MERALCO’s counter-petition.  The Supreme Court set the consolidated cases for oral
arguments last January 21, 2014, February 4 and 11, 2014.  After hearing, all parties were
ordered to file their comments and/or memorandum.   The case is pending before the
Supreme Court.

As a result of the TRO, Meralco has not been able to fully bill its consumers for the
generation costs for the supply month of November 2013; and in turn, it has not been able to
fully pay its suppliers of generation costs, including Philippine Electricity Market Corporation
(PEMC).

On March 11, 2014, ERC released its ERC Order (Case No 2014-021MC, dated March 3, 2014)
voiding the Luzon WESM prices during the November and December 2013 supply months
and declaring the imposition of regulated prices in lieu thereof.  ERC directed PEMC to
calculate the regulated prices and implement the same in the revised November and
December 2013 WESM bills of the concerned distribution utilities in Luzon, except for
Meralco whose November 2013 WESM bill was maintained in compliance with the TRO
issued by the Supreme Court.

Pending PEMC’s actions and/or recalculation of the WESM prices for the November and
December 2013 supply months in accordance with the ERC Order, and its effect on each
generation company that trade in the WESM, as well as the Group’s planned action, the
Group is currently not able to reasonably determine the effect of the ERC Order on its
consolidated financial statements.

b. Therma Marine Case

As of December 31, 2010, Therma Marine has outstanding cases with the ERC regarding the
approved ancillary service and procurement rates under the ASPAs approved on
October 4, 2010.  The rates approved by ERC are lower than the rates approved under the
provisional authority it granted in March 2010.

Consequently, in November 2010, Therma Marine filed a motion for reconsideration with
ERC negotiating the increase in rates.  While waiting for the ERC decision on the motion for
reconsideration, Therma Marine started to recognize revenues using the approved rates by
ERC.

On January 24, 2011, ERC granted Therma Marine’s motion for reconsideration to use
different rates which were higher than the ERC approved rates in 2010.
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On July 9, 2012, a new order was released by ERC approving new recomputed capital
recovery fee rates related to the Company’s ASPA with NGCP which were lower than the
rates previously approved on January 24, 2011.

In 2013 and 2012, ERC issued Final Approval of various ESAs of the Company with some
modifications on ERC’s provisionally approved rates which directed both parties to devise a
scheme for the refund of the difference between the final and the provisionally approved
rates.

On November 25, 2013, ERC issued its order for TMI to refund the amount of P=180.0 million
to its customers for a period of 6 months with equal installments per month.

c. DLP Case

On December 7, 1990, certain customers of DLP filed before the then Energy Regulatory
Board (ERB) a letter-petition for recovery claiming that with the SC’s decision reducing the
sound appraisal value of DLP’s properties, DLP exceeded the 12% Return on Rate Base
(RORB).  The ERB’s order dated June 4, 1998, limited the computation coverage of the refund
from January 19, 1984 to December 14, 1984.  No amount was indicated in the ERB order as
this has yet to be recomputed.

The CA, in Court of Appeals General Register Special Proceeding (CA-GR SP) No. 50771,
promulgated a decision dated February 23, 2001 which reversed the order of the then ERB,
and expanded the computation coverage period from January 19, 1984 to September 18,
1989.
The SC in its decision dated November 30, 2006 per GR150253 reversed the CA’s decision CA-
GR SP No. 50771 by limiting the period covered for the refund from January 19, 1984 to
December 14, 1984, approximately 11 months.  The respondent/customers filed a Motion for
Reconsideration with the SC, which was denied with finality by the SC in its Order dated
July 4, 2007.

The SC, following its decision dated November 30, 2006, ordered the ERC to proceed with the
refund proceedings instituted by the respondents with reasonable dispatch.

On March 17, 2010, the ERC directed DLP to submit its proposed scheme in implementing
the refund to its customers.  In compliance with the order, the DLP filed its compliance
stating that DLP cannot propose a scheme for implementing a refund as its computation
resulted to no refund.

A clarificatory meeting was held where DLP was ordered to submit its memoranda.

On October 4, 2010, in compliance with the ERC directive, DLP submitted its memoranda
reiterating that no refund can be made.  After which, no resolution has been received by DLP
from the ERC as of December 31, 2013.
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d. EPIRA of 2001

R.A. No. 9136 was signed into law on June 8, 2001 and took effect on June 26, 2001.  The law
provides for the privatization of NPC and the restructuring of the electric power industry.
The IRR were approved by the Joint Congressional Power Commission on February 27, 2002.

R.A. No. 9136 and the IRR impact the industry as a whole. The law also empowers the ERC to
enforce rules to encourage competition and penalize anti-competitive behavior.

R.A. Act No. 9136, the EPIRA, and the covering IRR provides for significant changes in the
power sector, which include among others:

i. The unbundling of the generation, transmission, distribution and supply and other
disposable assets of a company, including its contracts with IPPs and electricity rates;

ii. Creation of a WESM; and
iii. Open and non-discriminatory access to transmission and distribution systems.

The law also requires public listing of not less than 15% of common shares of generation and
distribution companies within 5 years from the effectivity date of the EPIRA.  It provides cross
ownership restrictions between transmission and generation companies and a cap of 50% of
its demand that a distribution utility is allowed to source from an associated company
engaged in generation except for contracts entered into prior to the effectivity of the EPIRA.

There are also certain sections of the EPIRA, specifically relating to generation companies,
which provide for a cap on the concentration of ownership to only 30% of the installed
capacity of the grid and/or 25% of the national installed generating capacity.

e. Open Access and Retail Competition

Per  EPIRA,  the  conditions  for  the  commencement  of  the  Open  Access  and  Retail
Competition are as follows:

(a)    Establishment of the WESM;
(b)   Approval of unbundled transmission and distribution wheeling charges;
(c)    Initial implementation of the cross subsidy removal scheme;
(d)   Privatization of at least 70% of the total capacity of generating assets of NPC in
Luzon and Visayas; and
(e)   Transfer of the management and control of at least 70% of the total energy output
of power plants under contract with NPC to the IPP administrators.

Under the Open Access and Retail Competition, an eligible contestable customer, which is
defined as an end-user with a monthly average peak demand of at least 1 MW for the
preceding 12 months, will have the option to source their electricity from eligible suppliers
that have secured a Retail Electricity Supplier (RES) license from the ERC.

In  June  2011,  ERC  declared  December  26,  2011  as  the  Open  Access  Date  to  mark  the
commencement of the full operations of the competitive retail electricity market in Luzon
and Visayas. However, after careful deliberation, the ERC acknowledged that not all the
necessary rules, systems and infrastructures required for the implementation of the Open
Access and Retail Competition have been put in place to meet the contemplated timetable
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for implementation. In October 2011, the ERC announced the deferment of the Open
Access Date. In September 2012, the ERC declared the start of Open Access on December
26, 2012. Open Access commercial operations under an interim development system have
been implemented starting June 26, 2013.

The implementation of Open Access enabled the Group to increase its contracted capacity
through the delivery of power to affiliate and non-affiliate RES companies. The Group has
two wholly owned subsidiaries that are licensed RES.  Open Access allowed the Group’s RES
subsidiaries to enter into contracts with the eligible contestable customers.

In December 19, 2013, the ERC issued Resolution 22 Series of 2013, revising the licensing
regulation for RES companies. Items amended include the following:
· Restriction for Generator, IPPA and DU affiliates in securing license as a RES company;
· Transfer of live Retail Supply Contracts (RSCs) for RES with expired license to another

licensed RES;
· Determination  of  full  retail  competition  to  be  made  by  ERC  not  later  than  June  25,

2015;
· Contracted capacities of RES affiliates to be included in the grid limitations imposed on

Generation Companies;
· End-user affiliate RES limited to supplying up to 50% of its total contestable customer

affiliates;
· RES companies are limited to procuring up to 50% of its generation requirements from

affiliate Generation Companies;
· Annual submission of 5-year Business Plan; and
· Submission of live Retail Supply Contracts for review by the ERC.

Since Resolution 22 Series of 2013 limits the retail suppliers and creates non-assurance of
renewal of RES license for existing retailers, then the Retail Electricity Suppliers Association
(RESA) challenged its legality at the Pasig RTC.  Trial is currently on-going to clarify legality of
such issuance.

f. Renewable Energy Act of 2008

On January 30, 2009, R.A. No. 9513, An Act Promoting the Development, Utilization and
Commercialization of Renewable Energy Resources and for Other Purposes, which shall be
known as the “Renewable Energy Act of 2008” (the Act), became effective.  The Act aims to
(a) accelerate the exploration and development of renewable energy resources such as, but
not limited to, biomass, solar, wind, hydro, geothermal and ocean energy sources, including
hybrid systems, to achieve energy self-reliance, through the adoption of sustainable energy
development strategies to reduce the country’s dependence on fossil fuels and thereby
minimize the country’s exposure to price fluctuations in the international markets, the
effects of which spiral down to almost all sectors of the economy; (b) increase the utilization
of renewable energy by institutionalizing the development of national and local capabilities
in the use of renewable energy systems, and promoting its efficient and cost-effective
commercial application by providing fiscal and non-fiscal incentives; (c) encourage the
development and utilization of renewable energy resources as tools to effectively prevent or
reduce harmful emissions and thereby balance the goals of economic growth and
development with the protection of health and environment; and (d) establish the necessary
infrastructure and mechanism to carry out mandates specified in the Act and other laws.
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As provided for in the Act, renewable energy (RE) developers of RE facilities, including hybrid
systems, in proportion to and to the extent of the RE component, for both power and non-
power applications, as duly certified by the DOE, in consultation with the BOI, shall be
entitled to incentives, such as, income tax holiday, duty-free importation of RE machinery,
equipment and materials, zero percent VAT rate on sale of power from RE sources, and tax
exemption of carbon credits, among others.

The Group expects that the Act may have significant effects on the operating results of some
of its subsidiaries and associates that are RE developers.  Impact on the operating results is
expected to arise from the effective reduction in taxes.

g. CSR Projects

The Group has several CSR projects in 2013, 2012 and 2011 which are presented as part of
“General and administrative expenses” (see Note 24).
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SCHEDULE A - FINANCIAL ASSETS 
         

AS OF DECEMBER 31, 2013 
(Amounts in Thousands except number of shares) 

         

Name of issuing entity and association of 
each issue (i) 

Number of 
shares or 
principal 

amount of 
bonds and 

notes 

Amount shown in the 
balance sheet (ii) 

Income received and 
accrued  

CASH IN BANK        
ANZ   P22   P -   
Banco de Oro                           1,042,855                                 5,042   
Bank of Commerce                                32,410                                      47   
Bank of the Philippine Islands                                63,624                                      77   
China Banking Corporation                                     184    -    
Citibank                                  1,787    -    
Development Bank of the Philippines                                     418                                        4   
Hongkong Shanghai Banking Corporation                                     402                                    845   
Land Bank of the Philippines                                  6,566                                        3   
Metropolitan Bank and Trust Company                              140,310                                    391   
One Network Bank                                  2,053                                      -     
Philippine National Bank                              224,789                                      37   
Rizal Commercial Banking Corporation                                30,223                                    178   
Rural Bank of Cotabato                                       58    -    
Security Bank Corporation                                98,349                                      87   
Union Bank of the Philippines                           5,269,809                               30,717   

T O T A L   P6,913,837 P37,428  
MONEY MARKET PLACEMENT        
Allied Banking Corporation    P -   P -   
Banco de Oro                           4,152,385                               89,940   
Bank of the Philippine Islands     -                                30,232   
China Trust Banking Corporation     -                                     379   
Metropolitan Bank and Trust Company                           8,981,095                             109,836   
Philippine National Bank                                  6,473                               18,905   
Rizal Commercial Banking Corporation     -                                     482   
Security Bank Corporation                              251,181                               12,359   
United Coconut Planters Bank                                     563                                        1   
Union Bank of the Philippines                         10,756,264                             114,233   

T O T A L   P24,147,961 P376,367  
TRADE AND OTHER RECEIVABLES        
Trade Receivables (net of allowance):        
     Residential   P917,715  P -    
     Commercial                           2,281,858    -    
     Industrial                              470,359    -    
     City street Lighting                                33,657    -    
     Spot market                              356,370    -    
     Power supply contracts                           6,600,733    -    
Dividends Receivable                           1,692,000    -    
Accrued Revenues                              185,702    -    
Non-trade Receivables                                 42,005    -    
Other Receivables                              457,600    -    

T O T A L   P13,037,999  P -   
AFS INVESTMENTS        
Apo Golf & Country Club 2   P202    P -    
Banco De Oro 8,050                                    793    -    
Philippine Long Distance Telephone Co. 36,463                                    458    -    
PICOP Resources, Inc. 164 8   

Alta Vista Golf & Country Club 1 2,265   

Sea Orient Corporation 2,834,345                                 2,834    -    

Others 938 94   
T O T A L   P6,654  P -   
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SCHEDULE A - FINANCIAL ASSETS 
         

AS OF DECEMBER 31, 2013 
(Amounts in Thousands except number of shares) 

         

Name of issuing entity and association of 
each issue (i) 

Number of 
shares or 
principal 

amount of 
bonds and 

notes 

Amount shown in the 
balance sheet (ii) 

Income received and 
accrued  

CASH IN BANK        
ANZ   P22   P -   
Banco de Oro                           1,042,855                                 5,042   
Bank of Commerce                                32,410                                      47   
Bank of the Philippine Islands                                63,624                                      77   
China Banking Corporation                                     184    -    
Citibank                                  1,787    -    
Development Bank of the Philippines                                     418                                        4   
Hongkong Shanghai Banking Corporation                                     402                                    845   
Land Bank of the Philippines                                  6,566                                        3   
Metropolitan Bank and Trust Company                              140,310                                    391   
One Network Bank                                  2,053                                      -     
Philippine National Bank                              224,789                                      37   
Rizal Commercial Banking Corporation                                30,223                                    178   
Rural Bank of Cotabato                                       58    -    
Security Bank Corporation                                98,349                                      87   
Union Bank of the Philippines                           5,269,809                               30,717   

T O T A L   P6,913,837 P37,428  
MONEY MARKET PLACEMENT        
Allied Banking Corporation    P -   P -   
Banco de Oro                           4,152,385                               89,940   
Bank of the Philippine Islands     -                                30,232   
China Trust Banking Corporation     -                                     379   
Metropolitan Bank and Trust Company                           8,981,095                             109,836   
Philippine National Bank                                  6,473                               18,905   
Rizal Commercial Banking Corporation     -                                     482   
Security Bank Corporation                              251,181                               12,359   
United Coconut Planters Bank                                     563                                        1   
Union Bank of the Philippines                         10,756,264                             114,233   

T O T A L   P24,147,961 P376,367  
TRADE AND OTHER RECEIVABLES        
Trade Receivables (net of allowance):        
     Residential   P917,715  P -    
     Commercial                           2,281,858    -    
     Industrial                              470,359    -    
     City street Lighting                                33,657    -    
     Spot market                              356,370    -    
     Power supply contracts                           6,600,733    -    
Dividends Receivable                           1,692,000    -    
Accrued Revenues                              185,702    -    
Non-trade Receivables                                 42,005    -    
Other Receivables                              457,600    -    

T O T A L   P13,037,999  P -   
AFS INVESTMENTS        
Apo Golf & Country Club 2   P202    P -    
Banco De Oro 8,050                                    793    -    
Philippine Long Distance Telephone Co. 36,463                                    458    -    
PICOP Resources, Inc. 164 8   

Alta Vista Golf & Country Club 1 2,265   

Sea Orient Corporation 2,834,345                                 2,834    -    

Others 938 94   
T O T A L   P6,654  P -   
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SCHEDULE E - LONG-TERM DEBT  

     AS OF DECEMBER 31, 2013 
(Amounts in Thousands) 

      Name of Issuer and Type of Obligation 
  

 Amount Authorized 
by Indentures  

 Amount Shown as 
Current  

 Amount Shown as 
Long-Term   Remarks  

 Subsidiaries:  
     Hedcor, Inc.                          P893,490                           P88,865 P804,625  

 Subic Enerzone Corporation                       452,000                         56,500                       395,500  
   Luzon Hydro Corporation                    1,966,555                       259,502                    1,707,053  
  Davao Light & Power Co., Inc.                    1,500,000                       150,000                    1,350,000  
  Cotabato Light & Power Company                       300,000                         30,000                       270,000  
   Therma South, Inc.                  16,137,799   -                  16,137,799  
  Visayan Electric Co., Inc.                    2,038,095                       248,010                    1,790,085  
  Total  P23,287,939 P832,877 P22,455,062   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SCHEDULE H - CAPITAL STOCK 

       AS OF DECEMBER 31, 2013 
(Amounts in Thousands) 

       
   

Number of 
   

  
Number of Shares Reserved Number of Shares Held By 

 
Number of Shares Issued for Options, Warrants, 

 
Directors, 

 Title of Issue Shares  and Conversions, and Affiliates Officers and Others 

 
Authorized Outstanding Other Rights 

 
Employees 

 
COMMON SHARES 16,000,000                7,358,604                                                 -              5,821,935              102,275               1,434,394  

PREFERRED SHARES 1,000,000                               -                                                 -                             -                         -                              -  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SCHEDULE I - TRADE AND OTHER RECEIVABLES FROM RELATED PARTIES  
WHICH ARE ELIMINATED DURING CONSOLIDATION OF FINANCIAL STATEMENTS 

        AS OF DECEMBER 31, 2013 
(Amounts in Thousands) 

        
 

 Balances  Volume 
  Related Party   Trade   Non-trade   Total Sales Rental Advances Terms 

 Davao Light & Power Co., Inc.                P124,456                 P38,376               P162,832            P2,044,488  P -   P -  30 days 
 Therma Power, Inc. and Subsidiaries  -                  3,324                   3,324                 36,422  - - 30 days 
 Cotabato Light & Power Company  -                  2,509                   2,509                 16,340  - - 30 days 
 Aboitiz Renewables, Inc. and Subsidiaries  -                23,889                 23,889                 54,625  - - 30 days 
 Visayan Electric Co., Inc.               276,586  -              276,586               994,883  - - 30 days 
 Aboitiz Energy Solutions, Inc.               561,143  -              561,143            3,154,092  - - 30 days 
 Mactan Enerzone Corporation  - - -                       60  - - 30 days 
 Balamban Enerzone Corporation  - - -                       11  - - 30 days 
 Cebu Private Power Corporation  - - -                18,000  - - 30 days 
 Adventenergy, Inc.                 43,308  -                43,308               120,008  - - 30 days 
T O T A L P1,005,493 P68,098 P1,073,591 P6,438,929  P -   P -    
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SCHEDULE J - TRADE AND OTHER PAYABLES FROM RELATED PARTIES  
WHICH ARE ELIMINATED DURING CONSOLIDATION OF FINANCIAL STATEMENTS 

        AS OF DECEMBER 31, 2013 
(Amounts in Thousands) 

        
 

 Balances  Volume 
  Related Party   Trade   Non-trade   Total                       Sales Rental Advances Terms 

 Parent Company                            P -                     P68,098                   P68,098                P430,849  P -   P -  30 days 
 Aboitiz Renewables, Inc. and Subsidiaries                554,222  -               554,222             2,950,257  - - 30 days 
  Cebu Private Power Corporation                276,586  -               276,586                994,883  - - 30 days 
 Therma Power, Inc. and Subsidiaries                174,685  -               174,685             2,139,736  - - 30 days 

T O T A L             P1,005,493                    P68,098              P1,073,591              P6,515,725  P -   P -    
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Reconciliation of Retained Earnings Available for Dividend Declaration 
For the Year Ended December 31, 2013 

(Amount in Philippine Currency) 

   
Unappropriated Retained Earnings, beginning 

 
P44,478,039,819 

Adjustments:  
Effect of changes in accounting for employee benefits (PAS 19)                                   48,820,241  

                            44,526,860,060  

   
Net income based on face of audited financial statements P13,862,728,615  
Less:  Non-actual/unrealized income (net of tax)                                      -     
Add:   Non-actual loss (net of tax)                                      -     
Net income actual/realized for the period                            13,862, 728,615 

   
Less:    
 Dividend declaration during the period                           (12,215,283,150) 

UNAPPROPRIATED RETAINED EARNINGS, AS ADJUSTED, ENDING   P46,174,305,525  
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ABOITIZ POWER CORPORATION AND SUBSIDIARIES
CONGLOMERATE MAPPING
As of December 31, 2013

Legend:
Ultimate Parent Company
Parent Company
Reporting Company
Co-Subsidiary
Subsidiary
Associate

100.00% 100.00%

ABOITIZ POWER PILMICO FOODS ABOITIZLAND, INC.
CORPORATION CORPORATION & SUBSIDIARIES

& SUBSIDIARIES

93.82% [beneficial]
AEV AVIATION

99.93% 100.0% 60.00% 100.00% INC.
DAVAO LIGHT & ABOITIZ CEBU PRIVATE ABOITIZ ENERGY
POWER CO., INC. RENEWABLES, INC. POWER CORPORATION SOLUTIONS, INC. 100.00%

CEBU PRAEDIA
55.26% 50.00% 100.00% DEVELOPMENT

VISAYAN ELECTRIC EAST ASIA UTILITIES ADVENTENERGY, INC. CORPORATION
CO., INC. 100.00% CORPORATION

AP RENEWABLES, INC. 60.00% 100.00%
99.94% 34.00% PRISM ENERGY, INC. ARCHIPELAGO

COTABATO LIGHT AND 100.00% STEAG STATE INSURANCE
POWER COMPANY CLEANERGY, INC. POWER, INC. PTE LTD.

100.00% 99.97% 20.00% 100.00%
COTABATO HYDRO ELECTRIC SOUTHERN ASEAGAS

ICE PLANT, INC. DEVELOPMENT CORP. PHILIPPINES CORPORATION
POWER CORP.

20.29% [direct] 100.00% 62.50%
43.78% [beneficial] CORDILLERA HYDRO 20.00% ABOITIZ JEBSEN
SAN FERNANDO CORPORATION WESTERN MINDANAO MANPOWER

ELECTRIC LIGHT & POWER CORP. SOLUTIONS, INC.
POWER CO., INC. 100.00%

LUZON HYDRO 100.00% 62.50%
99.98% CORPORATION THERMA JEBSEN 

SUBIC ENERZONE POWER, INC. MARITIME, INC.
CORPORATION 100.00% & SUBSIDIARIES

HEDCOR, INC. 100.00%
100.00% THERMA LUZON, INC. 62.50%

MACTAN ENERZONE 100.00% ABOITIZ JEBSEN
CORPORATION HEDCOR BENGUET, INC. 100.00% COMPANY, INC.

THERMA SOUTH, INC. & SUBSIDIARIES
100.00% 100.00%

BALAMBAN ENERZONE HEDCOR SIBULAN, INC. 100.00%
CORPORATION THERMA MARINE, INC.

100.00%
HEDCOR TAMUGAN, INC. 100.00%

THERMA MOBILE, INC.
100.00%

HEDCOR TUDAYA, INC. 100.00%
THERMA SUBIC, INC.

100.00%
HEDCOR SABANGAN, INC. 100.00%

THERMA POWER
100.00% VISAYAS, INC.

HEDCOR BUKIDNON, INC.
100.00%

100.00% THERMA SOUTHERN
HEDCOR MINDANAO, INC.

ITOGON, INC.
100.00%

100.00% THERMA CENTRAL 
HEDCOR MABINAY, INC. VISAYAS, INC.

100.00% 100.00%
NEGRON CUADRADO THERMA VISAYAS, INC.

GEOTHERMAL
DEVELOPMENT, INC. 100.00%

PAGBILAO ENERGY
CORPORATION

83.33% 25.00%
MANILA OSLO REDONDO PENINSULA
RENEWABLE ENERGY, INC.

ENTERPRISE, INC.

60.00%
SNAP MAGAT, INC. 60.00%

ABOVANT
60.00% HOLDINGS, INC.

SNAP BENGUET, INC.
44.00%

60.00% CEBU ENERGY
SNAP GENERATION, INC. DEVELOPMENT CORP.

*AP has a 26.69% direct ownership in AEV Aviation, Inc.

ABOITIZ & CO., INC.

ABOITIZ EQUITY VENTURES, INC. 

ELECTRICITY BANKING FOOD MANUFACTURING OTHERS 

POWER DISTRIBUTION POWER GENERATION OTHERS 

- 9 -
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FORMULA 2013 2012 
(as Restated)

LIQUIDITY RATIOS
Current ratio Current assets 2.87                   2.65                   

Current liabilities

Acid test ratio

Cash + Marketable securities 
+ Accounts receivable 
+ Other liquid assets 2.60 2.45

Current liabilities

SOLVENCY RATIOS
Debt to equity ratio Total liabilities 1.13                   0.98                   

Total equity

Asset to equity ratio Total assets 2.13                   1.98                   
Total equity

Net debt to equity ratio Debt - Cash & cash equivalents 0.52                   0.44                   
Total equity

   Gearing ratio Debt - Cash & cash equivalents 34.05% 30.51%
Total equity 

+ (Debt - Cash & cash equivalents)

Interest coverage ratio        EBIT                              5.04                   5.33                   
  Interest expense

PROFITABILITY RATIOS
Operating margin Operating profit                             27.03% 32.91%

Total revenues

Return on equity Net income after tax 26.50% 39.86%
Total equity

ABOITIZ POWER CORPORATION AND SUBSIDIARIES
SCHEDULE OF RELEVANT FINANCIAL RATIOS

- 10 -
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Remarks

PFRS 1 (Revised) First-time Adoption of Philippine Financial Reporting Standards Adopted
Amendments to PFRS 1 and PAS 27: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate Not Applicable
Amendments to PFRS 1: Additional Exemptions for First-time Adopters Not Applicable
Amendment to PFRS 1: Limited Exemption from Comparative PFRS 7 Disclosures for First-time Adopters  Not Applicable
Amendments to PFRS 1: Severe Hyperinflation and Removal of Fixed Date for First-time Adopters  Not Applicable
Amendments to PFRS 1: Government Loans Not Applicable

PFRS 2 Share-based Payment Not Applicable
Amendments to PFRS 2: Vesting Conditions and Cancellations Not Applicable
Amendments to PFRS 2: Group Cash-settled Share-based Payment Transactions Not Applicable

PFRS 3 (Revised) Business Combinations Adopted
PFRS 4 Insurance Contracts Not Applicable

Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts Adopted
PFRS 5 Non-current Assets Held for Sale and Discontinued Operations Adopted
PFRS 6 Exploration for and Evaluation of Mineral Resources Not Applicable
PFRS 7 Financial Instruments: Disclosures Adopted

Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets Adopted
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets - Effective Date and Transition Adopted
Amendments to PFRS 7: Improving Disclosures about Financial Instruments Adopted
Amendments to PFRS 7: Disclosures - Transfers of Financial Assets Adopted
Amendments to PFRS 7: Disclosures – Offsetting Financial Assets and Financial Liabilities Adopted
Amendments to PFRS 7: Mandatory Effective Date of PFRS 9 and Transition Disclosures Adopted

PFRS 8 Operating Segments Adopted
PFRS 9 Financial Instruments Not Early Adopted

Amendments to PFRS 9: Mandatory Effective Date of PFRS 9 and Transition Disclosures Not Early Adopted
PFRS 10 Consolidated Financial Statements Adopted
PFRS 11 Joint Arrangements Adopted
PFRS 12 Disclosure of Interests in Other Entities Adopted
PFRS 13 Fair Value Measurement Adopted

PAS 1 (Revised) Presentation of Financial Statements Adopted
Amendment to PAS 1: Capital Disclosures Adopted
Amendments to PAS 32 and PAS 1: Puttable Financial Instruments and Obligations Arising on Liquidation Adopted
Amendments to PAS 1: Presentation of Items of Other Comprehensive Income Adopted

PAS 2 Inventories Adopted
PAS 7 Statement of Cash Flows Adopted
PAS 8 Accounting Policies, Changes in Accounting Estimates and Errors Adopted
PAS 10 Events after the Reporting Period Adopted
PAS 11 Construction Contracts Adopted
PAS 12 Income Taxes Adopted

Amendment to PAS 12 - Deferred Tax: Recovery of Underlying Assets Adopted
PAS 16 Property, Plant and Equipment Adopted
PAS 17 Leases Adopted
PAS 18 Revenue Adopted
PAS 19 Employee Benefits Adopted
PAS 19 (Amended) Employee Benefits Adopted

Amendments to PAS 19: Actuarial Gains and Losses, Group Plans and Disclosures Adopted
PAS 20 Accounting for Government Grants and Disclosure of Government Assistance Not Applicable
PAS 21 The Effects of Changes in Foreign Exchange Rates Adopted

Amendment: Net Investment in a Foreign Operation Adopted
PAS 23 (Revised) Borrowing Costs Adopted
PAS 24 (Revised) Related Party Disclosures Adopted
PAS 26 Accounting and Reporting by Retirement Benefit Plans Adopted
PAS 27 Consolidated and Separate Financial Statements Adopted
PAS 27 (Amended) Separate Financial Statements Adopted
PAS 28 Investments in Associates Adopted
PAS 28 (Amended) Investments in Associates and Joint Ventures Adopted
PAS 29 Financial Reporting in Hyperinflationary Economies Not Applicable
PAS 32 Financial Instruments: Disclosure and Presentation Adopted

Amendments to PAS 32 and PAS 1: Puttable Financial Instruments and Obligations Arising on Liquidation Adopted
Amendment to PAS 32: Classification of Rights Issues Adopted
Amendments to PAS 32: Offsetting Financial Assets and Financial Liabilities Adopted

PAS 33 Earnings per Share Adopted
PAS 34 Interim Financial Reporting Adopted
PAS 36 Impairment of Assets Adopted
PAS 37 Provisions, Contingent Liabilities and Contingent Assets Adopted
PAS 38 Intangible Assets Adopted
PAS 39 Financial Instruments: Recognition and Measurement Adopted

Amendments to PAS 39: Transition and Initial Recognition of Financial Assets and Financial Liabilities Adopted
Amendments to PAS 39: Cash Flow Hedge Accounting of Forecast Intragroup Transactions Adopted
Amendments to PAS 39: The Fair Value Option Adopted
Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts Adopted
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets Adopted
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets – Effective Date and Transition Adopted
Amendments to Philippine Interpretation IFRIC–9 and PAS 39: Embedded Derivatives Adopted
Amendment to PAS 39: Eligible Hedged Items Adopted

PAS 40 Investment Property Adopted
PAS 41 Agriculture Not Applicable

Philippine Accounting Standards (PAS)

Aboitiz Power Corporation and Subsidiaries
Schedule of Philippine Financial Reporting Standards 

Effective as of December 31, 2013

Standards and Interpretations
Philippine Financial Reporting Standards (PFRS)

-11 -
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Remarks

Aboitiz Power Corporation and Subsidiaries
Schedule of Philippine Financial Reporting Standards 

Effective as of December 31, 2013

Standards and Interpretations

 IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities Adopted
 IFRIC 2 Members' Share in Co-operative Entities and Similar Instruments Not Applicable
 IFRIC 4 Determining Whether an Arrangement Contains a Lease Adopted
 IFRIC 5 Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation Funds Not Applicable
 IFRIC 6 Liabilities Arising from Participating in a Specific Market - Waste Electrical and Electronic Equipment Not Applicable
 IFRIC 7 Applying the Restatement Approach under PAS 29, Financial Reporting in Hyperinflationary Economies Not Applicable
 IFRIC 8 Scope of PFRS 2 Not Applicable
 IFRIC 9 Reassessment of Embedded Derivatives Adopted

Amendments to Philippine Interpretation IFRIC–9 and PAS 39: Embedded Derivatives Adopted
 IFRIC 10 Interim Financial Reporting and Impairment Adopted
 IFRIC 11 PFRS 2- Group and Treasury Share Transactions Not Applicable
 IFRIC 12 Service Concession Arrangements Adopted
 IFRIC 13 Customer Loyalty Programmes Not Applicable
 IFRIC 14 PAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction Adopted

Amendments to Philippine Interpretations IFRIC- 14, Prepayments of a Minimum Funding Requirement Adopted
 IFRIC 16 Hedges of a Net Investment in a Foreign Operation Not Applicable
 IFRIC 17 Distributions of Non-cash Assets to Owners Adopted
 IFRIC 18 Transfers of Assets from Customers Adopted
 IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments Adopted
 IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine Not Applicable

 SIC 7 Introduction of the Euro Not Applicable
 SIC 10 Government Assistance - No Specific Relation to Operating Activities Not Applicable
 SIC 12 Consolidation - Special Purpose Entities Not Applicable

Amendment to SIC - 12: Scope of SIC 12 Not Applicable
 SIC 15 Operating Leases - Incentives Adopted
 SIC 25 Income Taxes - Changes in the Tax Status of an Entity or its Shareholders Adopted
 SIC 27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease Adopted
 SIC 29 Service Concession Arrangements: Disclosures Adopted
 SIC 31 Revenue - Barter Transactions Involving Advertising Services Not Applicable
 SIC 32 Intangible Assets - Web Site Costs Adopted

Philippine Interpretations - International Financial Reporting Interpretations Committee (IFRIC)

Philippine Interpretations - Standing Interpretations Committee (SIC)

-12 -













ABOITIZ POWER CORPORATION
PARENT COMPAI\TY BALANCE SHEETS

Dcccmtrcr 3I,
20t3

ASSETS

Currcnt Asscts
Cnsh ond cash cquivalcnl. (|.lotc 4)
Tmdc ond o(hcr rcccivoblcs (Notc 5)
Dcrivutivc ussEt (Notc 20)
Prcoaid ts.xca und other current ossets

Pr 3,803J88,53r,
x0EJ97,342

z-s7J5s
243,e66.987

P8,234,039,802 P7,900,014.865
191,228,631 Z7Z,l4f ,979

l8 r. r2l.79l r ?8.802.52;
Totnl Current Asscts r{Jss.9r0.216 8.606.390.224 8.300.961.371

Noncurrcnt Asscts -

Invcstni'cnts ln and sdvnnccs ro subsidinrics (Notc 6) 58,324$77)270 55,448,925,459 49,757,291,814
6,962,308,643 7,232,926,752

32,600,876 13.71?,1 65

t
t
.3

$

lnvcstments in ond ndvnnccs to sssocirtcs (Notc 7)
Property nnd equipmcnl (Notc 8)
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AboitizPower

April 12, 2014

SECURITIES AND EXCHANGE COMMISSION
SEC Building, EDSA, Greenhills
Mandaluyong City, Metro Manila

Attention:

Re:

DIR. VICENTE GRACIANO P. FELIZMENIO, JR.

Director, Morkets ond Securities Regulotion Deportment

Distribution of Notices, Annual Reports and lnformation Statements
of Aboitiz Power Corporation using Electronic Mail or Compact Discs

Gentlemen:
i

We would like to inform this Honorable Commission that for this year's Annual Shareholders'
Meeting of Aboitiz Power Corporation (AboitizPower), the company will continue to send the notice
of stockholders' meetings and any accompanying reports thereto, to its stockholders in electronic
format through electronic mail, compact discs (CDs), or other similar storage device- These reports
ilcfude the lnformatbn Statements (SEC Form 2GlS), Annual Reports (SEC Form l7-Al, and/or the
relevant reports, as may be necessary.

Attached for your reference is the letter from Htlnorable Commission granting AboitizPower the
authority to distribute the electronic form of the reports required to be distributed to the
shareholders.

Hoping for your kind consideration.

Thank you.

Very truly yours,

ABOITIZ POWER CORPORATION
By:

CATHERINE R. ATAY

Cirfice of the Corporat

NAC Towe:', 32nd Street, Bonifacio Global City, 1534 Taguig, Metro Manila, Philippines i +63 2 886 2800 l: +53 2 817 3560 www.aboitizpowercom

$ Printed oo raycled paper
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13. State the aggregate market value of the voting stock held by non-affiliates of the registrant.  The aggregate 
market value shall be computed by reference to the price at which the stock was sold, or the average bid and 
asked prices of such stock, as of a specified date within sixty (60) days prior to the date of filing.  If a 
determination as to whether a particular person or entity is an affiliate cannot be made without involving 
unreasonable effort and expense, the aggregate market value of the common stock held by non-affiliates may 
be calculated on the basis of assumptions reasonable under the circumstances, provided the assumptions are 
set forth in this Form.   

 
For 2013, aggregate voting stock of registrant held outside of its affiliates and/or officers and employees 
totaled 2,408,302,862 shares (for details please refer to the attached notes to financial statements and 
Schedule H of this report) while its average market price per share was P54.55. 

 
Based on this data, total market value of registrant’s voting stock not held by its affiliates and/or officers and 
employees was computed to be P131,372,921,122.10. 

 
 

APPLICABLE ONLY TO REGISTRANTS INVOLVED IN 
INSOLVENCY/SUSPENSION OF PAYMENTS PROCEEDINGS 

DURING THE PRECEDING FIVE YEARS: 
 
14. Check whether the registrant has filed all documents and reports required to be filed by Section 17 of the RSA 

subsequent to the distribution of securities under a plan confirmed by a court or the SEC. 
 
  Yes  ( ) No  (    ) 
 

 
DOCUMENTS INCORPORATED BY REFERENCE 

 
15.  If any of the following documents are incorporated by reference, briefly describe them and identify the part of 

SEC Form 17-A into which the document is incorporated: 
 

(a)  Any annual report to security holders; 
 
(b)  Any information statement filed pursuant to SRC Rule 20;  
 
(c)  Any prospectus filed pursuant to SRC Rule 8.1. 
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PART 1 – BUSINESS AND GENERAL INFORMATION 
 
Item 1. Business 
 
(1) Business Development 

 
Incorporated in 1998, AboitizPower is a publicly-listed holding company that, through its Subsidiaries and Affiliates, is 
a leader in the Philippine power industry and has interests in a number of privately-owned generation companies and 
distribution utilities. AEV owns 76.88% of the outstanding capital stock of AboitizPower as of March 31, 2014. 
 
The Aboitiz Group’s involvement in the power industry began when members of the Aboitiz family acquired 20% 
ownership interest in Visayan Electric Company, Inc. (VECO) in the early 1900s. The Aboitiz Group’s direct and active 
involvement in the power distribution industry can be traced to the 1930s when Aboitiz & Company, Inc. (ACO) 
acquired Ormoc Electric Light Company and its accompanying ice plant, Jolo Power Company and Cotabato Light & 
Power Company (Cotabato Light). In July 1946, the Aboitiz Group strengthened its position in power distribution in 
Southern Philippines when it acquired Davao Light & Power Company, Inc. (Davao Light), which is now the third 
largest privately-owned electric utility in the Philippines in terms of customers and annual gigawatthour (GWh) sales. 
 
In December 1978, ACO divested its ownership interests in Ormoc Electric Light Company and Jolo Power Company 
to allow these companies to be converted into electric cooperatives, which was the policy being promoted by the 
government of then-President Ferdinand Marcos. ACO sold these two companies and scaled down its participation in 
the power distribution business in order to focus on the more lucrative franchises held by Cotabato Light, Davao Light 
and VECO. 
 
In response to the Philippines’ pressing need for adequate power supply, the Aboitiz Group became involved in 
power generation, becoming a pioneer and industry leader in hydroelectric energy. In 1978, the Aboitiz Group 
incorporated Hydro Electric Development Corporation (HEDC). HEDC carried out feasibility studies (including 
hydrological and geological studies) and hydroelectric power installation and maintenance and also developed 
hydroelectric projects in and around Davao City. On June 26, 1990, the Aboitiz Group also incorporated Northern 
Mini-Hydro Corporation (now Cleanergy, Inc.) which focused on the development of mini-hydroelectric projects in 
Benguet province in northern Luzon. By 1990, HEDC and Cleanergy had commissioned and were operating 14 plants 
with a combined installed capacity of 36 megawatts (MW). In 1996, the Aboitiz Group led the consortium that 
entered into a build-operate transfer (BOT) agreement with the National Power Corporation (NPC) to develop and 
operate the 70-MW Bakun AC hydroelectric plant in Ilocos Sur. 
 
AboitizPower was incorporated on February 13, 1998 as a holding company for the Aboitiz Group’s investments in 
power generation and distribution. However, in order to prepare for growth in the power generation industry, 
AboitizPower was repositioned in the third quarter of 2003 as a holding company that owned power generation 
assets only.  The divestment by AboitizPower of its power distribution assets was achieved through a property 
dividend declaration in the form of AboitizPower’s ownership interests in the different power distribution companies. 
The property dividend declaration effectively transferred direct control over the Aboitiz Group’s power distribution 
business to AEV. Further, in 2005 AboitizPower consolidated its investments in mini-hydroelectric plants in a single 
company by transferring all of HEDC’s and Cleanergy’s mini-hydroelectric assets into Hedcor, Inc. (Hedcor). 
 
In December 2006, the Company and its partner, Statkraft Norfund Power Invest AS (SN Power) of Norway, through 
SN Aboitiz Power - Magat, Inc. (SNAP-Magat) submitted the highest bid for the 360-MW Magat hydroelectric plant 
auctioned by Power Sector Assets and Liabilities Management Corporation (PSALM).  The price offered was US$530 
mn. PSALM turned over possession and control of the Magat Plant to SNAP-Magat on April 26, 2007. 
 
In a share swap agreement with AEV on January 20, 2007, AboitizPower issued a total of 2,889,320,292 of its 
common shares in exchange for AEV’s ownership interests in the following distribution companies, as follows: 
 
• An effective 55% equity interest in VECO, which is the second largest privately-owned distribution utility in the 

Philippines in terms of customers and annual GWh sales and is the largest distribution utility in the Visayas 
region; 

• 100% equity interest in each of Davao Light and Cotabato Light. Davao Light is the third largest privatelyowned 
distribution utility in the Philippines in terms of customers and annual GWh sales; 

• An effective 64% ownership interest in Subic EnerZone Corporation (SEZ), which manages the PowerDistribution 
System (PDS) of the Subic Bay Metropolitan Authority (SBMA); and 
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• An effective 44% ownership interest in San Fernando Electric Light and Power Co., Inc. (SFELAPCO), which holds 
the franchise to distribute electricity in the city of San Fernando, Pampanga, in Central Luzon and itssurrounding 
areas. 

 
In February 2007, the Company, through its wholly-owned Subsidiary, Therma Power, Inc. (TPI), entered into a 
memorandum of agreement with Taiwan Cogeneration International Corporation (TCIC) to collaborate in the building 
and operation of an independent coal-fired power plant in the Subic Bay Freeport Zone (SBFZ).  In May 2007, 
Redondo Peninsula Energy, Inc. (RP Energy) was incorporated as the project company that will undertake the Subic 
Coal Project. In June 2011, TPI entered into a Shareholders’ Agreement with TCIC and Meralco PowerGen 
Corporation (MPGC) to formalize MPGC’s participation in the Subic Coal Project.  On July 22, 2011, MPGC acquired a 
majority interest in RP Energy through a Share Purchase Agreement (SPA) with TCIC and TPI.  MPGC took the 
controlling interest in RP Energy, while TCIC and TPI maintained the remaining stake equally. 
 
On April 20, 2007, the Company acquired 50% of the outstanding capital stock of East Asia Utilities Corporation 
(EAUC) from El Paso Philippines Energy Company, Inc. (El Paso Philippines).  EAUC operates a Bunker C-fired plant 
with a capacity of 50 MW within the Mactan Export Processing Zone I (MEPZ I) in Mactan Island, Cebu. On the same 
date, the Company also acquired from EAUC 60% of the outstanding common shares of Cebu Private Power 
Corporation (CPPC).  CPPC operates a 70-MW Bunker C-fired plant in Cebu City. 
 
On June 8, 2007, as part of the reorganization of the power-related assets of the Aboitiz Group, the Company agreed 
to acquire from its Affiliate, Aboitiz Land, Inc. (AboitizLand), 100% interest in Mactan Enerzone Corporation (MEZ), 
which owns and operates the PDS in MEPZ II in Mactan Island in Cebu, and 60% interest in Balamban Enerzone 
Corporation (BEZ), which owns and operates the PDS in West Cebu Industrial Park-Special Economic Zone (WCIP-SEZ) 
in Balamban, in the eastern part of Cebu.  The Company also consolidated its ownership interests in SEZ by acquiring 
the combined 25% interest in SEZ held by AEV, SFELAPCO, Okeelanta Corporation (Okeelanta) and Pampanga Sugar 
Development Corporation (PASUDECO). These acquisitions were made through a share swap agreement which 
involved the issuance of the Company’s 170,940,307 common shares issued at the initial public offering (IPO) price of 
P5.80 per share in exchange for the foregoing equity interests in MEZ, BEZ and SEZ. 
 
Ownership in AboitizPower was opened to the public through an IPO of its common shares in July 2007. Its common 
shares were officially listed in The Philippine Stock Exchange, Inc. (PSE) on July 16, 2007. 
 
In August 2007, the Company, together with Vivant Energy Corporation (Vivant) of the Garcia Group, signed a 
memorandum of agreement with Global Business Power Corporation (Global Power) of the Metrobank Group for the 
construction and operation of a 3 x 82-MW coal-fired power plant in Toledo City, Cebu. The Company, together with 
the Garcia Group, formed Abovant Holdings, Inc. (Abovant). The Company owns 60% of Abovant. The project, which 
was undertaken by Cebu Energy Development Corporation (Cebu Energy), a joint venture among Global Power, 
Formosa Heavy Industries and Abovant, broke ground in January 2008 and started full commercial operations on 
February 26, 2011. The Company has an effective participation of 26.40% in the project.  
 
On November 15, 2007, AboitizPower closed the purchase of a 34% equity ownership in STEAG State Power, Inc. 
(STEAG Power), owner and operator of a 232-MW coal-fired power plant located in PHIVIDEC Industrial Estate in 
Misamis Oriental, Northern Mindanao. The Company won the competitive bid to buy the 34% equity from Evonik 
Steag GmbH (formerly known as Steag GmbH) in August 2007. The total purchase price for the 34% equity in STEAG is 
US$102 mn, inclusive of interests. 
 
On November 28, 2007, SN Aboitiz Power - Benguet, Inc. (SNAP-Benguet), a consortium between AboitizPower and 
SN Power, submitted the highest bid for the Ambuklao-Binga hydroelectric power complex consisting of the 75-MW 
Ambuklao hydroelectric power plant located in Bokod, Benguet and the 100-MW Binga hydroelectric power plant 
located in Itogon, Benguet. The price offered was US$325 mn. 
 
In 2007, AboitizPower entered into an agreement to buy the 20% equity of Team Philippines in SEZ for P92 mn. 
Togetherwith the 35% equity in SEZ of AboitizPower’s Subsidiary Davao Light, this acquisition brought AboitizPower’s 
total equity in SEZ to 100%. 
 
In 2008, AboitizPower bought the 40% equity ownership of Tsuneishi Holdings (Cebu), Inc. (THC) in BEZ for 
approximately P178 mn. The acquisition brought AboitizPower’s total equity in BEZ to 100%. 
 
On May 26, 2009, AP Renewables, Inc. (APRI), a wholly-owned Subsidiary of AboitizPower, took over the ownership 
andoperations of the 289-MW Tiwi geothermal power facility in Albay and the 458-MW Makiling-Banahaw 
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geothermal power  facility in Laguna (collectively referred to as the “Tiwi-MakBan geothermal facilities”) after 
winning the competitive bid conducted by PSALM on July 30, 2008. The Tiwi-MakBan geothermal facilities have a 
sustainable capacity of approximately 462 MW. 
 
Therma Luzon, Inc. (TLI), a wholly-owned Subsidiary of AboitizPower, won the competitive bid for the appointment of 
the Independent Power Producer Administrator (IPPA) of the 700-MW contracted capacity of the Pagbilao Coal-Fired 
Power Plant on August 28, 2009. It assumed dispatch control of the Pagbilao power plant on October 1, 2009, 
becoming the first IPPA in the country. As IPPA, TLI is responsible for procuring the fuel requirements of, and for 
selling the electricity generated by, the Pagbilao power plant. The Pagbilao power plant is located in Pagbilao, 
Quezon. 
 
AboitizPower, through its wholly-owned Subsidiary, Therma Marine, Inc. (TMI), assumed ownership over Mobile 1 
and Mobile 2 on February 6, 2010 and March 1, 2010, respectively, after acquiring the two power barges from PSALM 
for US$30 mn through a negotiated bid concluded on July 31, 2009.  Each of the barge-mounted diesel powered 
generation plants has a generating capacity of 100 MW.  Mobile 1 and Mobile 2 are moored at Barangay San Roque, 
Maco, Compostela Valley and Nasipit, Agusan del Norte, respectively. Prior to AboitizPower’s acquisition of the 
barges, Mobile 1 was referred to as Power Barge (PB) 118 while Mobile 2 was referred to as PB 117. 
 
On May 27, 2011, Therma Mobile, Inc. (TMO), a wholly-owned Subsidiary of AboitizPower, acquired four barge 
mounted floating power plants located at Navotas Fishport, Manila, including their respective operating facilities, 
from Duracom Mobile Power Corporation and East Asia Diesel Power Corporation. The barge-mounted floating 
power plants have a total installed capacity of 242 MW.  The barges have undergone rehabilitation starting July 2011, 
and on November 12, 2013, the 100 MW barge-mounted plants started their commercial operations. The plants that 
are capable of producing the remaining 142 MW are still under rehabilitation as of December 31, 2013. 
 
Neither AboitizPower nor any of its Subsidiaries has ever been the subject of any bankruptcy, receivership or similar 
proceedings. 
 
(2) Business of Issuer 
 
With investments in power generation and distribution companies throughout the Philippines, AboitizPower is 
considered one of the leading Filipino-owned companies in the power industry. Based on SEC’s parameters of what 
constitutes a significant Subsidiary under Item XX of Annex B (SRC Rule 12), the following are AboitizPower’s 
significant Subsidiaries at present: ARI and its Subsidiaries, Therma Power and its Subsidiaries, the Distribution 
Utilities and the Retail Electricity Suppliers.  (Please see Annex “A” hereof for AboitizPower’s Corporate Structure.) 
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(i) Principal Products 
 
GENERATION OF ELECTRICITY 
 
Since its incorporation in 1998, AboitizPower has accumulated interests in both renewable and non-renewable 
generation plants.  As of December 31, 2013, approximately 83% of AboitizPower’s net income from business 
segments is derived from its power generation business. AboitizPower conducts its power generation activities 
through the following Subsidiaries and Affiliates: 
 
The table below summarizes the Generation Companies’ operating results for the years ended 2013, 2012 and 2011.  

 

Generation 
Companies 

Energy Sold 

2013 

Energy Sold 

2012 

Energy Sold 

2011 

Revenue 

2013 

Revenue 

2012 

Revenue 

2011 

(in GWh) (in Mn Pesos) 

APRI 2,878 3,465 3,310  13,880 15,591 14,721  

Hedcor, Inc.  160 168 170  838 887 853  

LHC  241 37 251  680 416 633  

Hedcor Sibulan  232 195 205  1,249 1,044 1,056  

SNAP - Magat  1,030 871 615  9,939 14,019 12,572  

SNAP - Benguet  629 590 330  8,448 5,993 4,028  

TLI 4,515 4,232 3,402  20,250 21,873 17,595  

Cebu Energy 1,477 1,495 1,336  7,699 8,719 7,511  

STEAG  1,485 1,516 1,456  5,007 6,138 7,549  

WMPC  553 565 443  1,373 1,362 1,352  

SPPC  308 311 268  709 707 707  

CPPC  164 175 110  1,801 2,100 1,551  

EAUC  106 86 95  1,066 1,120 993  

TMI 843 613 517  6,415 5,539 5,110  

Davao Light
1
 0 0 0  Revenue neutral  Revenue neutral  Revenue neutral  

Cotabato Light
2
 0 0 0  Revenue neutral  Revenue neutral  Revenue neutral  

TOTAL  14,621 14,319 12,508  79,354 85,868 76,231  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
1 Plants are operated as stand-by plants and are revenue neutral, with costs for operating each plant recovered by DavaoLight and Cotabato Light, 

as the case may be, as approved by the ERC. 
 
2 Ibid. 
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Aboitiz Renewables, Inc. (ARI) 
 
Since the start of its operations in 1998, the Company has been committed to developing expertise in renewable 
energy technologies. The Company’s management believes that due to growing concerns on the environmental 
impact of power generation using traditional fossil fuel energy sources, greater emphasis should be placed on 
providing adequate, reliable and reasonably priced energy through innovative and renewable energy technologies 
such as hydroelectric and geothermal technologies. As such, a significant component of the Company’s future 
projects is expected to focus on those projects that management believes will allow the Company to leverage its 
experience in renewable energy and help maintain the Company’s position as a leader in the Philippine renewable 
energy industry. 
 
As one of the leading providers of renewable energy in the country, AboitizPower holds all its investments in renewable 
energy through its wholly-owned Subsidiary, ARI. ARI owns equity interests in the following generation companies: 
 

• 100% equity interest in APRI, which owns the Tiwi-MakBan geothermal facilities; 
• 50% effective interest in SNAP-Magat, which operates the 360-MW Magat hydroelectric plant in Isabela in 

northern Luzon; 
• 50% effective interest in SNAP-Benguet, which operates the 231-MW Ambuklao-Binga hydro electric power 

plant complex in Northern Luzon; 
• 100% equity interest in LHC, which operates the 70-MW Bakun AC hydroelectric plant in Ilocos Sur in 

northern Luzon. 
• 100% equity interest in Hedcor, which operates 16 mini-hydroelectric plants (plants with less than 10 MW in 

installed capacity) in Benguet province in Northern Luzon and in Davao City in Southeastern Mindanao with 
a total installed capacity of 42 MW; 

• 100% equity interest in Hedcor Sibulan, Inc. (HedcorSibulan), which operates the 42.5-MW Sibulan 
hydroelectric plants in Santa Cruz, Davao del Sur. The total capacity from Hedcor Sibulan is expected to 
increase by 7 MW upon the completion of a new power plant. 

• 100% equity interest in Hedcor Tamugan, Inc. (HedcorTamugan), which proposes to build a 12-MW 
Tamugan hydropower project along the Tamugan River in Davao City;  

• 100% controlling interest in Hedcor Tudaya, Inc. (HedcorTudaya), which is the project company organized to 
build  the 6.6-MW Tudaya 2, a run-of-river hydropower project in Santa Cruz, Davao del Sur; and 

• 100% controlling interest in Hedcor Sabangan, Inc. (HedcorSabangan), which proposes to build the 14-MW 
Sabangan run-of-river hydropower project in Sabangan, Mountain Province. 

 
AP Renewables, Inc. (APRI) 
 
APRI is one of the country’s leading renewable power companies. It is a wholly-owned subsidiary of ARI that 
acquired the Tiwi-MakBan geothermal facilities located at Tiwi, Albay, Bay and Calauan, Laguna and Sto.Tomas, 
Batangas from PSALM in May 2009.  The two complexes have a total potential capacity of 693.20 MW. 
 
As geothermal power plants, Tiwi and MakBan produce clean energy that is reasonable in cost, efficient in operation 
and environment-friendly. With the continuous advancement in technology, APRI has set its vision to operate and 
maintain the Tiwi and MakBan geothermal complexes in accordance with the highest professional standards of 
world-class independent power producers operatingin a merchant market. 
 
The Asset Purchase Agreement (APA) between APRI and PSALM required APRI to rehabilitate units 5 and 6 of the 
MakBan geothermal complex at its own cost and expense, which must be accomplished and completed within four 
years from closing of the APA in May2009. To date, APRI has successfully completed the refurbishment activity of 
the 14 generation units at the Tiwi and MakBan facilities. The last two remaining units to undergo refurbishment 
activities, units 5 and 6, were successfully tested in March 2013 for 72 hours, at full load per the requirements of the 
APA.  The successful completion of the performance tests triggered the return of the Miscellaneous Bond and the 
assignment of the GRSC to APRI.  Significant improvements in reliability and steam usage efficiency have been 
realized following the completion of the refurbishment activities. 
 
APRI is registered with the Board of Investments (BOI) as new operator of the Tiwi-MakBan geothermal complex on 
pioneer status with six years income tax holiday startingJune 19, 2009.  Pursuant to the RE Law, APRI
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entered into a Geothermal Renewable Energy Operating Contract with the DOE in 2009 which extended its 
entitlement to income tax holiday by one year. 
 
On May 26, 2013, APRI’s steam supply contract with Philippine Geothermal Production Co., Inc. (PGPC) shifted to 
GRSC.  The change is due to an existing provision under the government’s existing contract with Chevron when the 
Tiwi-Makban facilities were bidded out under the former’s privatization program.  Under the GRSC, the effective 
steam price of APRI payable to PGPC will be at a premium to coal.  Due to competition from coal plants, the 
contracts of APRI mimic that of coal plants, including the proportion of fuel to total cost of power.  
 
APRI entered into an an Interim Agreement to modify the GRSC.  This was implemented on August 14, 2013.  This 
agreement resulted in a lower fuel cost during off-peak hours, thus allowing thus allowing AboitizPower to maximize 
sales even during this period.  The Interim Agreement, which is subject to extension by mutual agreement, has been 
extended until April 25, 2014.  The parties continue to discuss the merit and feasibility of mutually beneficial steam 
off-take arrangements.  
 
SN AboitizPower – Magat, Inc. (SNAP-Magat) 
 
SNAP-Magat is ARI’s joint venture with SN Power, a leading Norwegian hydropower company with projects and 
operations in Asia, Africa and Latin America. On December 14, 2006, SNAP-Magat won the bid for the 360-MW 
Magat hydroelectric power plant (Magat Plant) conducted by PSALM. 
 
The Magat Plant, which is located at the border of Isabela and Ifugao provinces in northern Luzon, was completed in 
1983. As a hydroelectric facility that can be started up in a short period of time, Magat Plant is ideally suited to act as 
a peaking plant with opportunities to capture the significant upside potential that can arise during periods of high 
demand. This hydroelectric asset has minimal marginal costs, granting it competitive advantage in terms of 
economic dispatch order versus other fossil fuel-fired power plants that have significant marginal costs. 
 
The Magat reservoir has the ability to store water equivalent to 17 days of 24 hours of full generating capacity. The 
flexibility of Magat Plant operation allows for the generation and sale of electricity at the peak demand hours of the 
day. Magat Plant’s source of upside - water as a source of fuel and the ability to store it - is also its source of limited 
downside. SNAP-Magat is an accredited provider of much needed Ancillary Services (AS) to the Luzon grid. It sells 
significant portion of its available capacity to the System Operator (SO) of the Luzon grid. SNAP-Magat’s remaining 
capacity is sold as electric energy to the spot market through the Wholesale Electricity Spot Market (WESM) and to 
load customers through bilateral contracts. 
 
In September 2007, SNAP-Magat obtained a US$380mn loan from a consortium of international and domestic 
financial institutions which include the International Finance Corporation, Nordic Investment Bank, BDO–EPCI, Inc., 
Bank of the Philippine Islands, China Banking Corporation, Development Bank of the Philippines, The Hongkong and 
Shanghai Banking Corporation Limited, Philippine National Bank and Security Bank Corporation. The US$380-mn loan 
consists of a dollar tranche of up to US$152 mn, and a peso tranche of up to P10.1 bn. The financing agreement was 
hailed as the region’s first-ever project finance debt granted to a merchant power plant. It won Project Finance 
International’s Power Deal of the Year and Asset’s Best Project Finance Award as well as Best Privatization Award. 
The loan was used to partially finance the deferred balance of the purchase price of the Magat Plant under the APA 
with PSALM. Part of the loan proceeds was also used to pay SNAP-Magat’s US$159-mn loan from AEV and the 
advances it made from its shareholders that were used to acquire the Magat Plant. In 2012, SNAP-Magat secured 
top-up financing of P5 bn for its recapitalization requirements and general corporate purposes. 
 
As a hallmark of innovation in revenue generation, SNAP-Magat garnered an AS contract on October 12, 2009 with 
the NGCP, a first for a privately-owned plant. These services are necessary to maintain power quality, reliability and 
stability of the grid. 
 
SNAP-Magat obtained BOI’s approval of its application as new operator of the Magat Plant with a pioneer status, 
which approval entitles it to an income tax holiday until July 12, 2013. On November 16, 2012, the BOI approved 
SNAP Magat’s application for a one year extension of its income tax holiday until July 11, 2014.  
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After 25 years of operations without any major rehabilitation works done on the generating units and considering 
the age and results of technical assessments, SNAP-Magat has embarked on a refurbishment program for all major 
plant equipment for the period 2009 to 2014. The main objective is to put back the lost efficiency and address 
operational difficulties due to obsolescence. The project will preserve the remaining life and the continuance of its 
availability for the next 25 years. 
 

Unit 3 was refurbished from March to August 2013, which refurbishment includes the replacement of power 
transformer and bus bars, upgrade of control system and installation of on-line monitoring system for the generator. 
 

Acceptance of the Magat Plant’s ancillary service (AS) nomination decreased in 2013 mainly  due to the 
implementation of a new AS Procurement Agreement (ASPA) and changes in NGCP’s approval protocol. This reduced 
the plant’s sold capacity by 41% in 2013 as compared to 2012. 
 

The capability of SNAP-Magat as AS provider was re-certified in September 2013. In 2013, SNAP-Magat delivered 
925,200 MWh of AS amounting to P2.969 bn. In March 2013, SNAP-Magat and NGCP signed an ASPA for firm 
contracted capacities covering regulating and contingency reserves at 155 MW. The ASPA also provides for 
additional ancillary reserved services for the balance of Magat Plant’s capacity.  The ASPA is valid for three years 
from the issuance of a provisional or final approval by the ERC. The ERC has issued a PA in relation to the new ASPA, 
paving the way for the implementation thereof starting July 26, 2013. 
 

In terms of Greenfield development, SNAP-Magat has initiated a development pipeline of 740 MW medium to large 
hydropower projects. These projects are in the process of securing permits and licenses and are undergoing 
feasibility assessment. 
 
SNAP-Magat also secured the Renewable Energy Service Contract (RESC) for the Maris Main Canal Hydro Projects 1 
and 2 with a total capacity of 7.75 MW. 
 
For 2013, SNAP-Magat remitted P34.1 mn and P45 mn to the local government units (LGUs) of Isabela and Ifugao, 
respectively, as real property tax. Moreover, SNAP-Magat also paid P8.5 mn and P17.5 mn to the LGUs of Alfonso 
Listaand Ramon, respectively, as local business tax. 
 
Magat Plant passed the Certificated Audit for the second cycle of the ISO 9001 Quality Management System in 
September 2013. It also maintained certification of its Environmental Management System (ISO 14001) and 
Occupational Health & Safety Management System (OHSAS 18001) by passing the respective surveillance audits in 
June and September 2013. 
 
SNAP-Magat won first runner-up in the Mother Nature Category during the annual Pollution Control Association of 
the Philippines, Inc. (PCAPI) Awards in April 2013. The Mother Nature Award is given to companies that have 
designed and successfully implemented a sound Environmental Management System, instituted comprehensive 
environmental management programs, and hold a sterling track record of community-related projects. 
 

SN Aboitiz Power – Benguet, Inc. (SNAP-Benguet) 
 

On November 28, 2007, SNAP-Benguet, also a consortium between ARI and SN Power, submitted the highest bid to 
PSALM for the Ambuklao-Binga hydroelectric power complex, which consists of the 75-MW Ambuklao hydroelectric 
power plant (HEPP) located in Bokod, Benguet (Ambuklao Plant) and the 100-MW Binga HEPP located in Itogon, 
Benguet (Binga Plant). The Ambuklao-Binga hydroelectric power complex was turned over to SNAP-Benguet on July 
10, 2008. 
 
In August 2008, SNAP-Benguet signed a US$375-mn loan agreement with a consortium of local and foreign 
bankswhere US$160 mn was taken up as US$ financing and US$215 mn as peso financing. Proceeds from the loan 
were used to partially finance the purchase price, rehabilitate the power plant complex and refinance SNAP-
Benguet’s existing advances from shareholders with respect to the acquisition of assets. 
 
The Binga Plant obtained an income tax holiday extension from BOI on November 28, 2012, which will be effective 
until August 12, 2014; and the Ambuklao Plant also obtained an income tax holiday extension on March 13, 2013, 
which will be valid until July 2016.  
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The Ambuklao Plant re-operated in 2012 following its rehabilitation from 2008 to 2011. The plant had been shut 
downand under preservation since 1999 due to damage from the 1990 earthquake. In 2012, Ambuklao generated 
358.584 MWh, registered a forced outage factor of 0.01% and availability factor of 96.36%. 
 
SNAP-Benguet received a Certificate of Compliance (COC) from the ERC in September 2013 for its rehabilitated 
BingaPlant. The rehabilitation project commenced in May 2010 with the construction of a new headrace and intake. 
The project also included the modernization of plant control systems, replacement of electro-mechanical 
components, and installation of new auxiliary equipment.  Each of the four units was taken down and replaced with 
new turbines, generators, and main inlet valves.  To keep the plant in operation, unit rehabilitation was done one at 
a time. Rehabilitation of Unit 4 was done in 2011 followed by Units 1 and 3 in 2012. The rehabilitation of the 
remaining unit (Unit 2) was completed in July 2013. From its original capacity of 100 MW, Binga Plant now has a 
nameplate capacity of 125 MW but is capable of generating up to 132 MW. The Binga Plant rehabilitation was 
completed a year ahead of schedule, with no major environmental incidents. 
 
The Binga Plant’s sold capacity increased by 25% (13% increase in spot energy generation and 40% increase in AS) in 
2013 mainly due to the completion of the refurbishment activities. The capability of the Binga Plant as AS provider 
was re-certified in June 2013. Last year, the Binga Plant delivered 582,005 MWh of AS amounting to P2.565 bn. On 
the other hand, the sold capacity factor of the Ambuklao Plant is almost unchanged at 39% even if the water inflow 
to the reservoir decreased by 8%. 
 
In March 2013, SNAP-Benguet and NGCP signed an AS Procurement Agreement involving the Ambuklao Plant for 
firm contracted capacities covering regulating and contingency reserves at 95 MW. The ASPA also provides for 
additional ancillary reserved services for the balance of the Ambuklao Plant’s capacity.  The ASPA is valid for three 
years from the issuance of a provisional or final approval by the ERC.  A provisional approval from the ERC has been 
obtained, paving the way for the implementation of SNAP-Benguet’s new ASPA for the Ambuklao Plant starting July 
26, 2013. 
 
The Ambuklao Plant passed the Certificated Audit for the ISO 9001 Quality Management System in September 2013. 
It also maintained a certification of its Occupational Health & Safety Management System (OHSAS 18001) by passing 
the surveillance audit in August 2013. The Binga Plant maintained its certification of ISO 9001 and was also OHSAS 
18001 re-certified with the successful audits held in June and August 2013, respectively. 
 
Although a PA from the ERC has been obtained, the ASPA involving the Ambuklao Plant was not implemented due to 
some tests that need to be completed prior to the provision of AS at low loads. 
 
Luzon Hydro Corporation (LHC) 
 
Up until May 10, 2011, LHC was ARI’s joint venture with Pacific Hydro Pty. Ltd. (Pacific Hydro) of Australia, a privately 
owned Australian company that specializes in developing and operating power projects that use renewable energy 
sources, principally water and wind power. 
 
On March 31, 2011, ARI, LHC and Pacific Hydro signed a Memorandum of Agreement (MOA) to give ARI full 
ownership over LHC. Effective May 10, 2011, ARI assumed full ownership and control of LHC upon fulfillment of 
certain conditions in the MOA. 
 
LHC operates and manages the 70-MW Bakun AC run-of-river hydropower plant located in Amilongan, Alilem, Ilocos 
Sur (Bakun Plant). Bakun Plant was constructed and is being operated under the government’s build–operate–
transfer (BOT) scheme.  Energy produced by the plant, approximately 254 GWh annually, is delivered and taken up 
by NPC pursuant to a power purchase agreement (Bakun PPA) and dispatched to the Luzon grid through 230-KV 
Bauang-Bakun transmission line of the NGCP.  Under the terms of the Bakun PPA, all of the electricity generated by 
Bakun Plant will be purchased by NPC for a period of 25 years from February 2001. The Bakun PPA also requires LHC 
to transfer the Bakun Plant to NPC in February 2026, free from liens and without the payment of any compensation 
by NPC. Amlan Power Holdings Corporation was awarded the IPPA contract for the Bakun Plant following a 
competitive bidding processconducted by PSALM. 
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Hedcor, Inc. (Hedcor) 
 
Hedcor was originally incorporated on October 10, 1986 by ACO as the Baguio-Benguet Power Development 
Corporation. ARI acquired ACO’s 100% ownership interest in Hedcor in 1998.  In 2005, ARI consolidated all of its 
mini-hydroelectric generation assets, including those developed by HEDC and Cleanergy, under Hedcor. Hedcor 
currently owns, operatesand/or manages run–of–river hydropower plants in northern Luzon and Davao with a 
combined installed capacity of 42MW. The electricity generated from Hedcor’s hydro plants are taken up by NPC, 
APRI, Davao Light and Benguet Electric Cooperative (BENECO) pursuant to power purchase agreements with the said 
off takers, and the rest are sold throughthe WESM. 
 
During the full years 2012 and 2013, Hedcor’s hydropower plants generated a total of 168 GWh and 160 GWh of 
electricity, respectively. 
 
Northern Luzon’s climate is classified as having two pronounced season - dry from November to April and wet for 
the rest of the year. Due to this classification, generation levels of Hedcor’s plants, particularly those located in 
northern Luzon, are typically lower during the first five months of each year. 
 
Hedcor used to have 50% equity interest in LHC until it transferred its equity stake to its parent company, ARI, 
through a property dividend declaration in September 2007. 
 
Hedcor Sibulan, Inc. (Hedcor Sibulan) 
 
Hedcor Sibulan, a wholly-owned subsidiary of ARI, is the project company for the Sibulan hydropower project (the 
“Sibulan Project”).  The Sibulan Project, which broke ground on June 25, 2007, involves the construction of two run-
of river hydropower plants, Sibulan A and Sibulan B, harnessing the Sibulan and Baroring rivers in Santa Cruz, Davao 
del Sur.  The 26-MW Sibulan B started commercial operations in March 2010. The 16.5-MW Sibulan A was 
completed in September 2010. 
 
Hedcor Sibulan is part of a consortium that won the competitive bidding for the 12-year PSA to supply new 
capacityto Davao Light. All the energy generated by Hedcor Sibulan power plants are supplied to Davao Light 
pursuant to the PSA signed on March 7, 2007.  The Sibulan Project is registered as a Clean Development Mechanism 
project with the United Nations Framework Convention on Climate Change (UNFCCC) under the Kyoto Protocol. The 
project was issued 136,000 tons of carbon credits which will eventually be sold in the carbon market. Sibulan 
delivered a total of 231 GWh to the Mindanao Grid in 2012. 
 
Hedcor Sibulan is also the project company of the 6.7-MW Tudaya 1 hydropower plant which is currently being 
constructed upstream of Sibulan A’s pondage. The estimated project cost is P1.1 bn. 
 
Hedcor Tamugan, Inc. (Hedcor Tamugan) 
 
Hedcor Tamugan, a wholly-owned Subsidiary of ARI, is the project company organized to build the proposed 
Tamugan run-of-river hydropower project. In 2010, Hedcor entered into a compromise agreement with the Davao 
City Water District to settle the dispute on the Tamugan water rights.  Originally planned as a 27.5-MW run-of-river 
facility, Hedcor Tamugan proposed the construction of an 11.5-MW run-of-river hydropower plant. After Hedcor 
Tamugan secures all the required permits, the two-year construction period will commence. 
 
Hedcor Tudaya, Inc. (Hedcor Tudaya) 
 
Hedcor Tudaya, a Subsidiary of ARI, is the project company organized to build the 7-MW Tudaya 2 run-of-
riverhydropower plant in Astorga, Santa Cruz, Davao del Sur.  After securing the RESC with the DOE in May 2012 and 
all other permits, the project broke ground in June 2012. Hedcor Tudaya was awarded the Confirmation of 
Commerciality as Feed-In Tariff (FIT) Eligible plant by the DOE under Department Circular No. 2013-05-0009.  Hedcor 
Tudaya intends to avail of the FIT mechanism pursuant to the RE Law.  The project, which is estimated to cost P1.1 
bn, is 95% complete and is expected to be completed in March 2014.  



12 ∙  SEC FORM 17-A (ANNUAL REPORT) 
 

Hedcor Sabangan, Inc. (Hedcor Sabangan) 
 
Hedcor Sabangan, a Subsidiary of ARI, is the project company organized to build the proposed 14-MW run-of-river 
hydropower project in Sabangan, Mountain Province. As part of the process of getting Free and Prior Informed 
Consent (FPIC) for the project required under the Indigenous Peoples’ Rights Act of 1997 (IPRA), Hedcor Sabangan 
signed a Memoranda of Agreement with the indigenous peoples of Barangays Namatec and Napua, the Municipality 
of Sabangan and the Mountain Province in February, March and July 2011, respectively. 
 
The project broke ground in June 2013, after it was granted all the permits and licenses in the first quarter of 2013. 
The estimated cost for this project is P1.7 bn. The project was awarded the Confirmation of Commerciality as FIT 
Eligible plant by the DOE under Department Circular 2013-05-0009 pursuant to the RE Law. Hedcor Sabangan 
intends to avail of the FIT mechanism. 
 
Therma Power, Inc. (TPI) 
 
TPI is AboitizPower’s holding company for its non-renewable energy projects and has equity interests in the 
followinggeneration companies: 
 
• 100% equity interest in TLI, the IPPA of the 700-MW contracted capacity of the Pagbilao Plant in Quezon 

Province; 
• 100% equity interest in TMI, owner and operator of Mobile 1 and 2, barge-mounted power plants inMaco, 

Compostela Valley and Nasipit, Agusan del Norte, each with a generating capacity of 100 MW; 
• 100% controlling interest in TMO, owner of Mobile 3 – 6, barge-mounted power plants in Navotas Fishport, 

Manila with a total generating capacity of 242 MW; 
• 26% effective interest in Cebu Energy, which operates a 3 x 82-MW coal-fired power plant in Toledo City, Cebu; 
• 100% equity interest in TSI, the project company that is currently building a 300-MW circulating fluidized bed 

coal-fired plant in Toril, Davao City; 
• 100% equity interest TVI, the project company that proposes to build a 300 MW coal-fired power plant in 

Toledo City, Cebu; and 
• 25% equity interest in RP Energy, the project company that proposes to build and operate a 600-MW coal-fired 

power plant in Redondo Peninsula in the SBFZ. 
 
Therma Luzon, Inc. (TLI) 
 
TLI, a wholly-owned subsidiary of TPI, submitted the highest offer in the competitive bidding conducted by PSALM 
for the appointment of an IPPA for the 700-MW contracted capacity of Pagbilao coal-fired thermal power plant 
located in Pagbilao, Quezon (Pagbilao Plant). 
 
On October 1, 2009, TLI became the first IPPA in the country when it assumed the role of the registered trader of the 
contracted capacity of the Pagbilao Plant. As IPPA, TLI is responsible for procuring the fuel requirements of and 
selling the electricity generated by the Pagbilao Plant. The Pagbilao Plant is being operated by TeaM Energy under a 
BOT scheme. 
 
For the past two years, TLI’s capacity was contracted to various cooperatives, private distribution utilities, and other 
customers.  The diversification of the customer base spreads the risk being taken by TLI. 
 
In March 2013, TLI signed an ASPA with NGCP covering firm contracted capacities for contingency reserves at 60 MW 
during off-peak hours for the Pagbilao Plant. The ASPA is valid for three years from the issuance of a provisional or 
final approval by the ERC. TLI secured a provisional approval from ERC which paved the way for the implementation 
of TLI’s new ASPA for the Pagbilao Plant starting July 26, 2013. Nominations and acceptance of nominations are 
subject to renewal of the accreditation of the Pagbilao Plant as an ancillary service provider. 
  



13 ∙  SEC FORM 17-A (ANNUAL REPORT) 
 

Therma Marine, Inc. (TMI) 
 
TMI, a wholly-owned subsidiary of TPI, owns and operates Power Barges Mobile 1 (previously known as PB 118) and 
Mobile 2 (previously known as PB 117) which have a total generating capacity of 200 MW. Mobile 1 is currently 
moored at Barangay San Roque, Maco, Compostela Valley, while Mobile 2 is moored at Barangay Sta. Ana, Nasipit, 
Agusan del Norte. 
 
TMI assumed ownership of Mobile 1 and Mobile 2 from PSALM on February 6, 2010 and March 1, 2010, respectively, 
after the successful conclusion of the US$30 mn negotiated bid for the barges on July 31, 2009.  After acquisition, 
TMI signed a one-year ASPA with NGCP with respect to each barge for the supply of AS consisting of contingency 
reserve, dispatchable reserve, reactive power support and blackstart capacity for the Mindanao grid. The ASPA 
involving the power barges is for the supply of 50-MW firm ancillary power to NGCP. The contracts were extended 
for another year and expired last February 5 and March 1, 2012 for Mobile 1 and Mobile 2, respectively. The 192.2-
MW dependable capacities of TMI are currently being sold to various cooperatives, industrial and commercial 
customers in Mindanao under Energy Supply Agreements (ESA), all of which were approved by the ERC and are in 
effect. The ESAs are still outstanding and the new expiry dates will be in 2016 to 2017 with the recent contract 
extensions. 
 
Abovant Holdings, Inc. (Abovant) and Cebu Energy Development Corporation (Cebu Energy) 
 
Abovant is a joint venture company incorporated on November 28, 2007 by TPI and Vivant Integrated Generation 
Corporation (VIGC) of the Garcia Group.  Abovant is 60% owned by AboitizPower, through TPI, and 40% owned by 
VIGC. 
 
Abovant and Global Formosa Power Holdings, Inc. (Global Formosa), a joint venture between Global Business Power 
Corporation of the Metrobank Group and Formosa Heavy Industries, Inc., formed Cebu Energy. Cebu Energy is the 
owner of the 3 x 82 MW circulating fluidized bed coal-fired power plant situated within the Toledo Power Complex 
in Barangay Daanlungsod, Toledo City, Cebu. With Abovant’s 44% stake of Cebu Energy (Global Formosa owns the 
remaining 56%), AboitizPower’s effective interest in the power plant is approximately 26.40%. 
 
The first 82 MW Unit was commissioned in February 2010, while the second and third units were commissioned in 
the second and fourth quarter of 2010, respectively. The power generated from the power plant provided for the 
much needed security to the power supply in the province of Cebu. 
 
Cebu Energy had signed an EPPA with VECO for the supply of 105 MW of electricity for 25 years. To date, it also has 
an EPPA with PEZA-MEZ I; Mactan Electric Company, Inc. (MECO); BEZ; Cebu I Electric Cooperative, Inc.; Cebu II 
Electric Cooperative, Inc.; Cebu III Electric Cooperative, Inc.; and Bohol Electric I Cooperative, Inc. On June 14, 2013, 
CebuEnergy entered into an EPPA with Global Energy Supply Corporation, a retail energy supplier, for the supply of 
electricity to the latter’s customer, Taiheiyo Cement Philippines, Inc. All its EPPAs involve contracted minimum 
energy offtake with fuel as pass through. 
 
Cebu Energy’s additional power supply is needed in Cebu with the influx of business process outsourcing companies  
and new hotels in the province and the presence in the Toledo-Balamban area of large industries such as Carmen 
Copper Corporation, the shipbuilding facility of Tsuneishi Heavy Industries (Cebu), Inc. (THI), the modular fabrication 
facility of Metaphil International, Inc. and Austal Philippines Pty. Limited. 
 
Redondo Peninsula Energy, Inc. (RP Energy) 
 
Incorporated on May 30, 2007, RP Energy was originally a joint venture between AboitizPower and TCIC.  On July 22, 
2011, MPGC acquired a majority interest in RP Energy by virtue of a SPA with TPI, a wholly-owned Subsidiary of 
AboitizPower, and TCIC. In view of increasing power demand in the Luzon grid and with the entry of MPGC, RP 
Energy plans to expand its original proposal to build and operate a 300-MW coal-fired power plant in Redondo 
Peninsula within the SBFZ into a 2 x 300-MW (net) power plant. 
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RP Energy has completed the voluntary relocation of all affected residents in the site in accordance with existing 
Philippine rules and regulations and accepted international standards. In November 2011, RP Energy designated the 
suppliers of the circulating-fluidized-bed boilers, steam turbines, generators, and supporting auxiliaries that 
ultimately will be engaged as subcontractors by the selected EPC contractor. In November 2012, RP Energy garnered 
a Philippine Quill Award for its Corporate Social Responsibility (CSR) Projects. 
 
Several milestones were achieved by RP Energy in the year 2013. The company’s discussions with the Subic Bay 
Metropolitan Authority (SBMA) on certain improvements of the key provisions of the Lease and Development 
Agreement (LDA) have been substantially completed. The Anvil Award was bestowed upon RP Energy last February 
2013 for its CSR Projects. In March 2013, RP Energy awarded the EPC contract to a consortium of Hyundai 
companies. The consortium started to work for the project through a Pre-Engineering Services Agreement (PESA). In 
April 2013, the BOI issued a Notice of Approval in favor of RP Energy in its application for registration with 
incentives, the certification being held in abeyance until the submission of proof of resolution of the Writ of 
Kalikasan case involving the company (which was appealed by the company to the Supreme Court last July 2013). In 
October 2013, the Connection Agreement was finalized by RP Energy and NGCP.  It will be signed after completion of 
NGCP’s review of the revised System Impact Study and Facilities Study prepared by RP Energy. 
 
The estimated completion of the first unit will be sometime in late 2018. The total cost of the project is estimated at 
US$1.47 bn. 
 
Therma South, Inc. (TSI) 
 
Incorporated in November 18, 2008, TSI is a wholly-owned subsidiary of TPI and is the project company for the 
construction of the 300-MW circulating fluidized-bed coal-fired power plant in Barangay Binugao, Toril District, 
Davao City and Barangay Inawayan, Sta. Cruz, Davao del Sur. 
 
Through TSI’s close engagement and consultation with key stakeholders, including the conduct of dialogues, road 
shows and information drives, the company has carefully explained the urgent need to build the plant in order to 
alleviate the worsening power supply situation in Davao and the entire Mindanao. It also gave firm assurances that 
the construction and operations of the plant will meet stringent national and international emission standards. 
These efforts led to the strong support for the project by the host barangays, business and professional 
organizations and civic groups. Ultimately, the project received the overwhelming endorsement of the local 
government units in the city of Davao and the municipality of Sta. Cruz in Davao del Sur. 
 
On September 9, 2011, the Depatment of Environment and Natural Resources (DENR) - Environmental Management 
Bureau (EMB) issued the Environmental Compliance Certificate (ECC) for the power project. In August 2011, TSI 
acquired the land where the plant will be located. On February 15, 2012, the Department of Agrarian Reform 
released the conversion order for the land. 
 
On April 10, 2012, upon receipt of all necessary permits, the site preparation contractor began clearing the site. In 
June 2012, the EPC contracts were executed with the Power Island contractor and the Balance of Plant contractor 
with an effective project start date of June 1, 2012. 
 
As of December 2013, the construction progress of the above-mentioned plant continues to be on track. The overall 
project is approximately 67% complete, with back-feed power and initial commissioning activities due to start in the 
second quarter of 2014. Construction staff is over 2,500, many of them are residents of the local communities. The 
construction of the first plant (with capacity of 150MW) is on schedule and is expected to become operational in the 
first quarter of 2015. The second plant (with capacity of 150MW) will be operational within three months thereafter. 
 
On October 16, 2013, TSI secured a P24 bn loan from a consortium of banks to finance the construction and 
operation of the plant. BDO Capital & Investment Corporation acted as Issue Manager and Lead Arranger, while BDO 
Unibank, Inc. - Trust and Investments Group was appointed as Trustee and Facility Agent. 
 
Davao City’s legislative council has approved a resolution that will allow TSI to expand its capacity from 300 MW to 
645 MW. 
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Therma Visayas, Inc. (Therma Visayas) 
 
TVI (formerly Vesper Industrial and Development Corporation) was incorporated on October 15, 1997 as a joint 
venture company of A. Soriano Corp. (Anscor) and Tokuyama Corporation (Tokuyama). In December 2011, 
AboitizPower through its subsidiary, TPI, acquired all shares of Anscor and Tokuyama and thereafter, renamed the 
company to Therma Visayas, Inc. 
 
In view of the increasing power demand in the Visayas Grid, TVI plans to build and operate a 2 x 150-MW (net) coal 
fired power plant in Barangay Bato, Toledo City, Cebu, with provisions for the future addition of a third generating 
unit. Commercial operation of the first unit is expected to start by middle of 2017 with the second unit following in 
three months. 
 
In 2013, the company received the ECC for the project and completed a Grid Impact Study which is currently being 
reviewed by the NGCP. It also completed the collection of physical data at the project site in late 2012, including 
topography, hydrography, onshore and offshore subsurface investigations, and other tests. 
 
Technical specifications, contract drawings, contract conditions, and requests for EPC proposals were issued on July 
15, 2013, and the deadline for submission on proposals was on November 29, 2013. The evaluation of the EPC 
proposals and awarding of the EPC contract are expected to be completed by May 2014.  Turnover of the first unit is 
expected to no later than June 2017, and the second unit will be turned-over three months thereafter. 
 
Therma Mobile, Inc. (TMO) 
 
On May 27, 2011, TMO acquired four barge-mounted floating power plants located at Navotas Fishport, Manila 
from Duracom Mobile Power Corporation and East Asia Diesel Power Corporation. The barge-mounted floating 
power plants have a total installed capacity of 242 MW. 
 
The barges have undergone rehabilitation starting July 2011, and on November 12, 2013, the 100 MW barge-
mounted plants started their commercial operations. 
 
The plants that are capable of producing the remaining 142 MW are still under rehabilitation as of December 31, 
2013. 
 
Pagbilao Energy Corporation (Pagbilao Energy) 
 
Pagbilao Energy was formed as the project vehicle for Unit Three of the Pagbilao Plant pursuant to the 
Memorandum of Understanding signed by AboitizPower and Marubeni Corporation for the development, 
construction and operation of a 400 MW power plant. 
 
In December 2012, Pagbilao Energy commenced discussions with the consortium of Mitsubishi Heavy Industries and 
Daelim Industrial Corporation with the objective of negotiating mutually satisfactory scope of EPC services, terms 
and conditions. An Environmental Clearance Certificate was issued by the DENR-EMB for Unit Three on June 18, 
2013. 
 
STEAG State Power, Inc. (STEAG Power) 
 
AboitizPower closed the sale and purchase of 34% equity ownership in STEAG Power from Evonik Steag GmbH (now 
STEAG GmbH or STEAG) on November 15, 2007. Incorporated on December 19, 1995, STEAG Power is the owner 
and operator of a 232-MW (gross) coal-fired power plant located in PHIVIDEC Industrial Estate in Misamis Oriental, 
Northern Mindanao. The coal plant was built under aBOT arrangement and started commercial operations on 
November 15, 2006. The coal plant is involved in a 25-yearPower Purchase Agreement (PPA) with the NPC, which is 
backed by a Performance Undertaking issued by the Republicof the Philippines. STEAG Power was registered with 
the BOI as a pioneer enterprise with six-year income tax holiday incentive. The incentive expired on November 14, 
2012. 
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With its 34% stake in STEAG Power, AboitizPower is the equity partner with majority stockholder STEAG, Germany’s 
fifth largest power generator, which currently holds 51% equity in STEAG Power. La Filipina Uy Gongco Corporation 
holds the remaining 15% equity in STEAG Power. 
 
STEAG Power’s COC was renewed by the ERC, and it is effective until May 2016. 
 
East Asia Utilities Corporation (EAUC) 
 
On April 20, 2007, AboitizPower acquired 50% ownership interest in EAUC from El Paso Philippines, which still owns 
the other 50% interest in EAUC.  EAUC was incorporated on February 18, 1993, and it has been operating a Bunker 
C-firedpower plant (with an installed capacity of 50 MW) within MEPZ I in Mactan Island, Cebu since 1997. Pursuant 
to the EPPA with the PEZA, which took effect on April 26, 2011, PEZA purchases 22-MW electric power from EAUC. 
EAUC also signed an EPPA with BEZ for the supply of power equivalent to 5.255 MW for a period of five years, 
starting May 25, 2011 until May 25, 2016. 
 
On December 26, 2010, EAUC started supplying power through the WESM. 
 
Cebu Private Power Corporation (CPPC) 
 
CPPC owns and operates a 70-MW Bunker C-fired power plant in Cebu City, one of the largest power plants in the 
island of Cebu. Commissioned in 1998, the CPPC plant was constructed pursuant to a BOT contract to supply 62 MW 
of powerto VECO. 
 
On April 20, 2007, AboitizPower acquired from EAUC 60% of the outstanding common shares of CPPC. The 
remaining 40% of the outstanding common shares in CPPC is owned by Vivant, who together with AboitizPower, are 
the major shareholders of VECO. VECO holds all of the outstanding preferred shares of CPPC. On December 26, 
2010, CPPC started selling its excess capacity through the WESM. 
 
On July 16, 2013, CPPC and VECO filed an application for a new PSA with the ERC which contemplates a slightly 
lowerelectricity rate than its existing rate. It shall take effect upon approval of the ERC and shall expire ten years 
thereafter. 
 
Southern Philippines Power Corporation (SPPC) 
 
SPPC is a joint venture among AboitizPower, Alsing Power Holdings, Inc. and Tomen Power (Singapore), Pte Ltd. 
AboitizPower has 20% equity interest in SPPC, which owns and operates a 55-MW Bunker C-fired power plant in 
Alabel, Sarangani, a town located outside General Santos City in Southern Mindanao (SPPC Plant). 
 
The SPPC Plant was developed by SPPC on a build-own-operate basis under the terms found in its Energy Conversion 
Agreement (ECA) with NPC. Under the ECA, NPC is required to deliver and supply to SPPC the fuel necessary to 
operate the SPPC power plant during an 18-year cooperation period, which ends in 2016. NPC is also required to 
take all the electricity generated by the SPPC Plant during the cooperation period and pay SPPC on a monthly basis, 
capital recovery, energy, fixed operations and maintenance (O&M) and infrastructure fees as specified in the ECA. 
During this cooperation period, SPPC is responsible, at its own cost, for the management, operation, maintenance 
and repair of the SPPC Plant. 
 
Aside from providing the much needed capacity to southwestern Mindanao area, the SPPC Plant also performs the 
role of voltage regulator for General Santos City, ensuring the availability, reliability and quality of power supply in 
the area. 
 
Western Mindanao Power Corporation (WMPC) 
 
Like SPPC, WMPC is also a joint venture among AboitizPower, Alsing Power Holdings, Inc. and Tomen Power 
(Singapore), Pte Ltd. AboitizPower has 20% equity interest in WMPC, which owns and operates a 100-MW Bunker C-
fired power station located in Zamboanga City, Zamboanga del Sur in Western Mindanao (WMPC Plant).  The WMPC 
Plant was developed by WMPC on a build-own-operate basis under the terms found in its ECA with NPC. 
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Under the ECA, NPC is required to deliver and supply to WMPC the fuel necessary to operate the WMPC Plant 
during an 18- year cooperation period which ends in 2015. NPC is also required to take all the electricity generated 
by the WMPC Plant during the cooperation period and pay WMPC on a monthly basis, capital recovery, energy, fixed 
O&M and infrastructure fees as provided in the ECA. During this cooperation period, WMPC is responsible, at its 
own cost, for the management, operation, maintenance and repair of the WMPC plant. 
 

Aside from providing the much needed capacity to Zamboanga Peninsula, the WMPC plant also performs the role of 
voltage regulator for Zamboanga City, ensuring the availability, reliability and quality of power supply in the area. 
 

Other Generation Assets 
 

Two of AboitizPower’s distribution utilities, Davao Light and Cotabato Light, each has its own stand-by plant. Davao 
Light currently maintains the 54.8-MW Bunker C-fired Bajada stand-by plant, which is capable of supplying 19% of 
Davao Light’s requirements. Cotabato Light maintains a stand-by 8.1-MW Bunker C-fired plant capable of supplying 
approximately 36% of its requirements. 
 

Future Projects 
 

Before undertaking a new power generation project, the Company conducts an assessment of the proposed project. 
Factors taken into consideration include the proposed project’s land use requirements, access to a power grid, fuel 
supply arrangements (if relevant), availability of water, local requirements for permits and licenses, acceptability of 
the project to the communities and peoples it will affect, ability of the project to generate electricity at a 
competitive cost, and the existence of potential purchasers of the electricity generated. For the development of a 
new power project, the Company, its partners and suppliers are required to obtain all national and local permits and 
approvals before commencement of construction and commercial operations, including those related to the project 
site, construction, the environment, land use planning/zoning, operations licenses, and similar approvals. 
 

Notwithstanding the comprehensive review and evaluation process that the Company’s management conducts in 
relation to any proposed project, acquisition or business, there can be no assurance that the Company ultimately 
will develop a particular project, acquire a particular generating facility, or implement or acquire projects or conduct 
businesses in the manner planned or at or below their estimated costs.  In addition, there can be no assurance that 
a project, if implemented, or an acquisition, if undertaken, will be successful. 
 

DISTRIBUTION OF ELECTRICITY 
 

The Aboitiz Group has more than 70 years of experience in the Philippine power distribution sector and has been 
known for innovation and efficient operations. 
 

With ownership interests in seven distribution utilities, AboitizPower is currently one of the largest electricity 
distributors in the Philippines.  AboitizPower’s distribution utilities collectively supply electricity to franchise areas 
covering a total of 18 cities and municipalities in Central Luzon, Visayas and Mindanao, with an aggregate land area 
of approximately 5,095 square kilometers. 
 

The table below summarizes the key operating statistics of the distribution utilities for 2013 and the previous two 
years. 

 
 
 

Company 

Electricity Sold 

(MWh) 

Peak Demand 

(MW) 

No. of 

Customers 

2013 2012 2011 2013 2012 2011 2013 2012 2011 

Davao Light 1,770,738 1,680,477 1,582,928 324 295 280 315,886 303,135 294,159 

Cotabato Light 121,231 117,538 117,726 25 23 23 35,137 33,931 32,929 

VECO 2,417,353 2,300,959 2,120,454 433 412 407 366,606 341,611 327,587 

SFELAPCO 523,789 493,565 456,121 99 90 88 88,464 85,405 83,312 

SEZ 388,562 403,250 408,240 91 90 99 2,881 2,797 2,738 

MEZ 118,252 122,660 132,928 21 21 23 80 78 76 

BEZ 113,708 124,299 116,378 33 33 32 33 31 32 

TOTAL 5,453,633 5,242,748 4,934,775 1,026 964 952 809,087 766,988 740,833 
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Visayan Electric Company, Inc. (VECO) 
 

VECO is the second largest privately-owned distribution utility in the Philippines in terms of customers and annual 
MWh sales. VECO supplies electricity to a region covering 674 square kilometers in the island of Cebu with a 
population of approximately 1.73 mn. To date, VECO has 20 power substations and one mobile substation that serve 
the electrical power needs of the cities of Cebu, Mandaue, Talisay and Naga, the municipalities of Minglanilla, San 
Fernando,Consolacion and Liloan and the 232 barangays in the island and province of Cebu. As of December 2013, 
VECO’s peak demand was recorded at 433 MW, and is serving a total of 366,606 customers. 
 

VECO, directly and through its predecessors-in-interest, has been in the business of distributing electricity in 
Cebusince 1905. In the early 1900s, the predecessors-in-interest of the Aboitiz Group acquired a 20% interest in 
VECO’s predecessor-in-interest, the Visayan Electric Company, S.A. Since that time, the Aboitiz Group’s ownership 
interest inVECO has increased from 20% to the current ownership interest of 55.25%, which is held by AboitizPower. 
 

In 1928, Visayan Electric Company, S.A. was granted a 50-year distribution franchise by the Philippine Legislature. 
The term of this franchise was extended by RA 6454 for an additional 25 years starting 1978 and was conditionally 
renewed for another 25 years from December 2003, subject to the resolution of an intra-corporate dispute involving 
AEV and Vivant, which is the holding company of the Garcia family. In September 2005, the Philippine Congress 
passed RA 9339, which extended VECO’s franchise to September 2030. VECO’s application for the extension of its 
Certificate of Public Convenience and Necessity (CPCN) was approved by the ERC last January 26, 2009. 
 

In April 2004, AEV and Vivant entered into a Shareholders’ Cooperation Agreement that sets out guidelines for 
VECO’s day-to-day operations and the relationship among VECO’s shareholders, including restrictions on share 
transfers (the grant of rights of first refusal in the event of a transfer to a third party and rights to transfer to 
Affiliates, subject to certain conditions), board composition and structure, proceedings of directors and 
shareholders, minority shareholder rights, dividend policy, termination and non-compete obligations. Under the 
terms of the agreement, day-to-day operations and management of VECO were initially assumed by AEV, and, after 
AboitizPower acquired AEV’s ownership interest in VECO in January 2007, by AboitizPower. AboitizPower and Vivant 
are each required to place in escrow 5% of the shares in VECO registered in their names to guarantee compliance 
with their respective obligations under the Shareholders’ Cooperation Agreement. The escrow shares will be 
forfeited in the event that a shareholder group violates the terms of the Shareholders’ Cooperation Agreement. The 
Shareholders’ Cooperation Agreement was adopted as a result of the then dispute between AEV and Vivant with 
respect to the management of VECO. Relations between the shareholders of VECO since then have been amicable. 
 

VECO is part of the third group (Group C) of private distribution utilities to shift to performance-based rate-
settingregulation (PBR). The ERC issued its final determination on VECO’s application for approval of its annual 
revenuerequirements (ARR) and Performance Incentive Scheme (PIS) under the PBR for the regulatory periodJuly 1, 
2010 toJune 30, 2014. Such determination became final in May 2010. 
 

VECO filed with the ERC in May 2010 its application for approval of the translation into distribution rates of its 
different customer classes for the first regulatory year of the approved ARR under the PBR for the regulatory period 
July 1, 2010 to June 30, 2014. The application was approved by the ERC on June 28, 2010.  The approved 
distribution, supply and metering charges for regulatory year 2011 were implemented by VECO effective August 1, 
2010. 
 

On March 28, 2011, VECO filed with the ERC its application for approval of the translation into distribution rates to 
the different customer classes for the second year of the regulatory period. Since implementation in the first 
regulatory year was delayed by one month, recovery thereof was included in the application with respect to the 
second year of the regulatory period. The application for approval of the translation into distribution rates to 
different customer classes forthe second regulatory year 2012 was approved by the ERC on July 25, 2011 effective 
August 1, 2011. 
 

On March 29, 2012, VECO filed its application for the approval of its proposed distribution rates for the third 
regulatory year. Similar to VECO’s application for the second regulatory year, the application for the third regulatory 
year included a one-month recovery to cover the late implementation in the second regulatory year. 
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After all the regulatory requirements were complied with, ERC was expected to render a decision on the application 
before July 1, 2012. However, ERC approved the application only on December 4, 2012. Hence, VECO was able to 
implement the new distribution rates only on December 10, 2012, incurring a five-month delay in the 
implementation. 
 
On March 2013, VECO filed with ERC an application for the approval of its proposed translation into distribution 
rates to the different customer classes for the fourth regulatory year. The five-month recovery due to the delay of 
the implementation in the third regulatory year is included in the application for the fourth regulatory year. The 
application was approved by the ERC on July 10, 2013 and VECO was able to implement the new distribution rates 
on time. 
 
Davao Light & Power Company, Inc. (Davao Light) 
 
Davao Light is the country’s third largest privately-owned electric distribution utility in terms of customers and 
annual kWh sales. 
 
With a franchise covering Davao City and areas of Panabo City, and the municipalities of Carmen, Dujali and Santo 
Tomas in Davao del Norte, Davao Light serves a population of approximately 1,830,467 and a total area of 3,561 
square kilometers. 
 
Although Davao Light was organized on October 11, 1929, the Aboitiz Group acquired ownership of the company 
only in 1946. Currently, AboitizPower owns 99.93% of the shares in Davao Light. 
 
Davao Light’s original franchise, which covered Davao City, was granted in November 1930 by the Philippine 
Legislature and was for a period of 50 years. In 1976, National Electrification Administration (NEA) extended Davao 
Light’s franchise for Davao City to November 2005, and granted franchises for the City of Panabo and the 
municipalities of Carmen and Santo Tomas in Davao del Norte. In September 2000, the Philippine Congress passed 
RA 8960, which granted Davao Light a franchise over its current franchise area for a period of 25 years, or until 
September 2025. 
 
Davao Light has a 150-MVA and a 2x50-MVA substation drawing power at 138 kV. In 1998, it entered into a ten-year 
PPA with NPC, which was further extended until 2015 by a separate contract entered into by the parties in 2005. 
The PPA with NPC allows the delivery of most of Davao Light’s power requirements through its 138- kV lines. As a 
result, in taking delivery of electricity from NPC, Davao Light is able to bypass the NGCP connection assets, thus 
avoiding the payment of the corresponding wheeling fees to NGCP. This allows the company to cut its operating 
costs. In February 2007, Davao Light awarded a 12-year supply contract of new capacity to Hedcor Consortium 
(composed ofHedcor, ARI, Hedcor Sibulan and Hedcor Tamugan). There was a notable price differential between 
Hedcor Consortium’s winning bid price of P4.09 per kWh and the next lowest bid price of approximately P1.01 per 
kWh. Over the life of thesupply contract, the differential will amount to approximately P4.9 bn at current peso 
value, representing significant savings for Davao Light customers. Davao Light has decided to secure the new supply 
contract in anticipation of the full utilization of the existing contracted energy supply under the ten-year contract 
with NPC for 1,363,375 MWh and the 12-year contract with Hedcor Consortium. 
 
Davao Light’s approach to helping local economies sustain robust growth is by ensuring power reliability. It plows 
back a significant percentage of its annual earnings to prudent investments that upgrade its distribution network in 
order to meet the increasing power demand of its franchise area. 
 
The company’s energy sales posted a 5.54% increase from 1,680 GWh in 2012 to 1,773 GWh in 2013. Its customer 
base grew by 3.77% from 303,135 in 2012 to approximately 314,567 in 2013. 
 
One of Davao Light’s approaches to keep rates at reasonable levels is by maintaining its systems losses well within 
the government-mandated cap of 8.5%. The 12-month average system loss as of December 2013 was approximately 
7.87%.  Average collection efficiency was 98.96% over the previous month’s revenue for 12 months cumulative. For 
new applications, 96.7% of the 17,646 customers received electric service within 24 hours from signing of contract. 
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The precarious power supply situation remains to be a huge concern for Mindanao consumers. Davao Light’s 
franchise, however, has been less affected of the daily two to three hours of rotating power interruptions that were 
experienced in other parts of the island. 
 
Contingencies designed to respond to energy deficiency which were tested during the 2010 Mindanao power crisis 
are still in place. These include tapping of embedded generators directly connected to the distribution facilities 
which are synchronized to the grid. In the event of a power crisis, Davao Light’s 54.8-MW Bunker C-fired standby 
plant with a rated capacity of 58 MW can provide an average of 40 MW on a sustaining basis. The standby plant is 
capable of supplying 19% of Davao Light’s electricity requirement. 
 
The power supply from Hedcor Sibulan’s 42.5-MW and Hedcor Talomo’s 4-MW hydroelectric plants likewise 
augment the power requirements of Davao Light’s franchise area. 
 
The Bunker C-fired plant and the Hedcor Sibulan and Mintal hydroelectric plants are embedded in the Davao Light 
franchise. Thus, the power generated from these facilities is dispatched directly into the Davao Light distribution 
network without passing through the NGCP transmission lines. 
 
To add to its power reserve capacity, on March 21, 2011, Davao Light entered into a power supply contract with TMI 
for15 MW which was approved by the ERC on May 30, 2011. 
 
To keep pace with the rising demand for power and to support the uptrend of growing economies, Davao Light 
signed an additional 15-MW contract with TMI. Separately, it also signed a 100-MW PSA with TSI. 
 
Now on its fourth regulatory year of the PBR, Davao Light received an increase of 6.46 centavos in July 2013. Despite 
the increase in the distribution rates, customers consuming 100 kWh and below will still enjoy the lifeline subsidy. 
Of Davao Light’s 314,567 customers, 39% or 123,377 customers avail of the lifeline subsidy discounts. An estimated 
20% or 24,708 of these 123,377 customers whose consumption is 0 to 20 kWh enjoy 100% discount and payonly the 
fixed charge of P5.00 a month. 
 
Substation expansions were also undertaken. In 2013, construction of two substation projects, the Buhangin and 
Tugbok substations, were implemented. The substations are now in the 80% and 70% completion stages, 
respectively. 
 
Network expansions completed within 2013 include 7.5 circuit kilometers of 13.8 kV new distribution lines and 12 
circuit kilometers of 69 kV subtransmission lines. Also relocated were 6 circuit kilometers of distribution lines due to 
a DPWH road widening project. 
 
Another major project is the completion of a 69kV switching station for Steel Asia customer and a 33 MVA 
substation for the TSI’s coal plant. 
 
Davao Light also connected its first net metering customer this year, the MARIPHIL Children’s Village (Atung Pinuy-
Anan), Inc., which installed its own RE source called the Solar Photovoltaic System with 41,580-watt solar panels. 
DavaoLight is the first to enter into the net metering scheme in the region. 
 
The company has also opened full service centers in two of Davao City’s largest shopping malls, SM City Davao and 
SM Lanang Premier. These service centers provide convenient and accessible options to customers to avail of the 
company’s services such as payment, inquiry and applications for new connections. 
 
Through text messaging, Davao Light provides its customers with convenient ways to inquire on electric bill balances 
and power interruptions. This is done through the services: ‘ASKDLPC BILL’ and ‘ASKDLPC OUTAGE’. 
 
Davao Light gives back to its host communities in various ways. The company donates computers, science 
instruments, and school buildings to public schools. In 2013, the company donated 41 school buildings. Since 1996, 
Davao Light has donated 128 classrooms. Davao Light also donates arm chairs, made from recycled wood of its 
shipping crates, to its donated classrooms and school buildings through the Department of Education. 
 
  



21 ∙  SEC FORM 17-A (ANNUAL REPORT) 
 

To date, Davao Light employees have planted 27,500 trees in its adopted 500-hectare government forest land in 
Upper Kibalang, Marilog, Davao City, which also serves as a carbon sink area. In 2009 and 2010, 8,000 trees were 
planted in Punta Dumalag and Magtuod highway, respectively. The latest tree inventory as of August 2013 counts 
the number of surviving trees planted by the company at 28,400. 
 
In addition to company-sponsored CSR activities, Davao Light was instrumental in the restoration of power 
linesdamaged by Super Typhoon Yolanda in the Visayas region. The company sent its first batch of personnel, 
composed offour gangs or twenty linemen, to northern Cebu in the second week of November. Seven gangs and 
one pole erectioncrew, or 38 linemen with boom trucks, hardware materials and supplies, were also sent out to fast 
track rehabilitation works. The team was also deployed in Leyte to assist in its local electric cooperative’s power 
restoration operations. 
 
Davao Light was among the 11 finalists of the Kapatiran sa Industriya or KAPATID Awards held last May 2013. The 
KAPATID Awards, launched in 1995, is held every two years by the Employees Confederation of the Philippines. It is 
acomprehensive search for outstanding workplace policies and programs. The company was nominated as a 
candidate for the KAPATID Awards by DOLE - Region XI. 
 
The company’s Labor Management Cooperation (LMC) Committee was given a Special Award in Unique Strategic 
Partnership during the 2013 Search for Outstanding LMC for Industrial Peace. This is given to organizations which 
focus on the core values of successful partnership. The committee also received an award of recognition as a finalist 
for the search. 
 
Through the years, Davao Light has been cited as the biggest business taxpayer of Davao City. 
 
Energy sales is expected to continuously grow by 11.29%, or from 1,773 GWh in 2013 to 1,974 GWh in 2014. Davao 
Light acquired seven more customers with load applications of above 1 MW each, or a total of 62.5 MW. These 
customers, Steel Asia, Mighty Steel, Felcris Hotels & Resorts, Ateneo de Davao University, JTC Tower, Gaisano Grand 
Tibungco and NCCC Panabo, are scheduled to be energized in 2014. 
 
The company forecasts its number of customers to increase by 4.1% in 2014, or from 314,567 in 2013 to 327,468 
in2014. 
 
Davao Light’s key initiatives for 2014 include: (i) Elevated Meter Cluster (EMC), (ii) undergound cabling, (iii) ground 
breaking for its new corporate headquarters in Davao (iv) 70% completion of the Maa substation, (v) replacement of 
26,000 unitsof electro mechanical meters with electronic meters; and (vi) rural electrification in the Davao–
Bukidnon road which once completed, will allow Davao Light to extend its lines and poles to the remaining off grid 
areas in its franchise area. 
 
Cotabato Light and Power Company (Cotabato Light) 
 

Cotabato Light supplies electricity to Cotabato City and portions of the municipalities of Datu Odin Sinsuat and 
Sultan Kudarat, both in Maguindanao. Its franchise covers approximately 191 square kilometers with a population of 
approximately 377,711. In 2013, it has a customer base of 135,137 composed of residential, commercial, industrial 
and flat rate customers. 
 

Cotabato Light was formally incorporated in April 1938. Its original 25-year franchise was granted in June 1939 by 
the Philippine Legislature. In 1961, the Philippine Congress passed RA 3217, which was further amended by RA 3341 
extending Cotabato Light’s franchise until June 1989. In August 1989, NEA extended Cotabato Light’s franchise for  
another 25 years, or until 2014. AboitizPower owns 99.94% of Cotabato Light. 
 

As of 2012, Cotabato Light has three substations of 10 MVA, 12 MVA and 15 MVA, backed up by another 10 MVA 
powertransformer. It is served by one 69-kV transmission line. Cotabato Light’s distribution voltage is 13.8 kV. 
 

Cotabato Light maintains a standby 8.1-MW Bunker C-fired plant capable of supplying approximately 36% of its 
franchise area requirements. The existence of a standby power plant, capable of supplying electricity in cases of 
supply problems with PSALM or NGCP and for the stability of voltage whenever necessary, is another benefit to 
Cotabato Light’s customers. During the Mindanao power crises in 2010 and 2012, Cotabato Light’s franchise area 
experienced one of the lowest power rotating outages due to its back-up power plant. Although a relatively small 
utility, Cotabato Light’s corporate relationship with its Affiliate, Davao Light, allows the former to immediately 
implement benefits from the latter’s system developments. Davao Light likewise provides ready technical assistance 
to Cotabato Light whenever necessary.  
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Keeping pace with world class standards, Cotabato Light adopted a new computerized accounting system, which 
was upgraded to ERP-12 from Oracle. In May 2011, Cotabato Light implemented the Oracle’s Customer Care and 
Billing (CC&B) system, which is a world class billing, collection and customer service related system utilized also by 
other Distribution Utilities. 
 
Managing its systems loss is a challenge for Cotabato Light. With its various strategies implemented, the system loss 
was down to 8.32% by December 2013, below the ERC cap of 8.50%. 
 
Cotabato Light already completed the second regulatory period covering April 1, 2009 to March 31, 2013. For this 
period, ERC previously approved Cotabato Light’s four-year Annual Revenue Requirements and Performance 
Incentive Scheme. In March 2012, ERC approved Cotabato Light’s application for rate translation covering the fourth 
regulatory year (from April 1, 2012 to March 31, 2013) of its second regulatory period. 
 
While the second regulatory period already ended, the third regulatory period has not yet commenced due to 
issuance of an Issue Paper on the Implementation of PBR for Distribution Utilities under the RDWR by the ERC in 
2013. In August 2013, Cotabato Light filed its Maximum Average Price (MAP) adjustment for regulatory year 2014 
(April 2013 to March 2014). 
 
Cotabato light is in the process of renewing its legislative franchise, which is expected to expire in mid 2014. House 
Bill No. 3187 was approved on February 2014 and has been approved on second reading at the plenary session of 
the Senate last March 11, 2014. Cotabato Light expects to have the franchise renewed on a timely basis as this was 
certified by the Senate as a prority bill. 
 
San Fernando Electric Light & Power Co., Inc. (SFELAPCO) 
 
Incorporated on May 17, 1927, SFELAPCO was a grantee of a municipal franchise in 1927. In 1961, the Philippine 
Congress passed RA 3207 which granted SFELAPCO a franchise to distribute electricity for a period of 50 years or 
until June 2011. Prior to the expiration of its legislative franchise, or on February 6, 2010, RA 9967 lapsed into law 
extending the franchise of SFELAPCO for another 25 years from March 24, 2010. 
 
SFELAPCO’s franchise in the City of San Fernando, Pampanga covers an area of 78,514 square kilometers with 
approximately 314.21 circuit-kilometers on its 13.8-kV and 608.21 circuit-kilometers on its 240-volt distribution 
lines. There are 35 barangays in the City of San Fernando that are currently being supplied by SFELAPCO under its 
existing franchise. SFELAPCO likewise serves barangays San Isidro and Cabalantian in Bacolor, Pampanga. 
 
SFELAPCO also serves 25 barangays in the municipality of Floridablanca and two barangays in Guagua, Pampanga. 
This area consists of 125,000 square kilometers with around 89.24 circuit-kilometers of 13.8-kV and 144.69 circuit 
kilometers on its 240-volt distribution lines. 
 
On November 11, 2009, SFELAPCO signed a PSA with APRI, wherein APRI will supply additional energy required by 
SFELAPCO which cannot be supplied by NPC for the period December 25, 2009 to September 25, 2010. Thereafter, 
APRI became the sole provider of power to SFELAPCO until December 25, 2012. The PSA has been extended to 
September 25, 2013, pending the approval by ERC of the new PSA dated December 5, 2012 between APRI and 
SFELAPCO. 
 
SFELAPCO is part of the fourth batch of private utilities to enter PBR, and is currently under the four-year regulatory 
period starting October 1, 2011. 
 
AboitizPower has an effective interest of 43.78% in SFELAPCO. 
 
Subic EnerZone Corporation (SEZ) 
 
In May 2003, the consortium of AEV and Davao Light won the competitive bid to provide distribution management 
services to SBMA and to operate the SBFZ power distribution system for a period of 25 years. On June 3, 2003, SEZ 
was incorporated as a joint venture company owned by a consortium comprised of Davao Light, AEV, SFELAPCO, 
Team Philippines, Okeelanta and Pampanga Sugar Development Company (PASUDECO) to undertake the 
management and operation of the SBFZ power distribution system. SEZ was formally awarded the contract to 
manage the SBFZ’s power distribution system on October 25, 2003, and officially took over the operations of the 
power distribution system on the same day. 
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SEZ’s authority to operate the SBFZ power distribution system was granted by the SBMA pursuant to the terms of 
The Bases Conversion and Development Act of 1992 (RA 7227), as amended.  As a company operating within the 
SBFZ, SEZ pays a preferential tax of 5% on its gross income in lieu of all national and local taxes. 
 
Following the acquisition by AboitizPower in January 2007 of the 64.30% effective ownership interest of AEV in SEZ  
AboitizPower entered into another agreement on June 8, 2007 to acquire the combined 25% equity stake in SEZ of 
AEV, SFELAPCO, Okeelanta, and PASUDECO. On December 17, 2007, AboitizPower bought the 20% equity of 
TeamPhilippines in SEZ for P92 mn. Together with the 35% equity in SEZ of AboitizPower’s subsidiary Davao Light, 
this acquisition brought AboitizPower’s total equity in SEZ to 100%. 
 
In September 2008, SEZ acquired the 100-MVA Subic Substation from the NGCP. The substation has a 230/69/13.8 
kV power transformer supplying power to the Subic Bay Industrial Park, Binictican and Kalayaan housing areas, Cubi, 
Naval Magazine, and Grande Island in the SBFZ. 
 
In November 2008, SEZ implemented a rate increase as per approved unbundled rates. 
 
In 2010, SEZ acquired more advanced equipment to further enhance its service to its customers. In January, SEZ 
purchased a Meter Test Equipment (MTE) 5-Position Test Bench from Germany to improve its meter calibration 
services.  As a result, meter calibration improved from 25 meters to 130 meters a day. In July 2010, SEZ procured a 
Megger Fault Locator for underground power cable trouble-shooting. With this new equipment, SEZ can determine 
electrical underground faults more quickly, thus reducing power outage time. 
 
In March 2011, SEZ formally launched and implemented its CC&B system, as part of its continuing effort to 
improvecustomer service. 
 
In April 2011, SEZ installed Automatic Circuit Reclosers (ACRs) on its distribution network, which provides electric 
service continuity by removing from the system a faulted circuit brought about by natural causes. 
 
In May 2011, SEZ installed an additional 69kV SF6 Circuit Breaker to its SEZ 100 MVA Substation to increase the 
flexibilityand reliability of the substation’s 69kV line supplying its Maritan and Cubi Substations. 
 
SEZ is part of the fourth batch (Group D) of private utilities to enter PBR. On July 6, 2011, ERC released its 
finaldetermination on SEZ’s application for approval of its MAP, Annual Revenue Requirement (ARR), and 
PerformanceIncentive Scheme for the period October 2011 to September 2015. The approved MAP for the first 
regulatory year, astranslated into new rates per customer class, was implemented in January 2012. 
 
SEZ has seen a smooth transition in implementing new PBR power rates in 2012. In July 2012, ERC certified SEZ as 
aLocal RES. 
 
To further improve SBFZ’s power distribution system, SEZ completed several projects in 2012. SEZ finished its 
warehouse and toolroom expansion project in April 2012 to answer the need for more storage space. During the 
same period, the construction of a backup power supply for SBFZ’s Subic Bay Development Management 
Corporation (SBDMC) commercial area and re-routing of lines at the Maritan Substation was underway. 
 
In September 2012, the installation of Supervisory Control and Data Acquisition (SCADA) system at the Subic Bay 
Industrial Park (SBIP) substation resulted to full SCADA implementation for the whole SEZ distribution system. All 
substations are now online through fiber optics. 
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The last quarter of 2012 also saw the completion of the installation of additional Ring Main Unit (RMU) switch at 
SBIP, re-routing and replacement of 69kV Line 1 at Rizal Highway, installation of two Reclosers at Naval Magazine, 
rehabilitation of cross-country lines at Cubi, and the rehabilitation of the primary metering of SEZ’s biggest industrial 
customer, Nidec. 
 
In January 2013, the approved MAP for the second regulatory year was implemented. 
 
In 2013, SEZ upgraded its system reliability by installing OLTC ON-LINE filtering unit at the SBIP substation, replaced 
old 69kV switches to HAPAM switches, simplified 69kV lines, and installed IP radios for back up communication 
channel in case of fiber optic breakage. All substations are equipped with IP-based CCTV cameras for better security 
and monitoring. 
 
To further improve its reliability, SEZ continued the replacement of its existing structures and equipments, run-
downpoles, switches for underground and overhead lines, and distribution transformers. 
 
It also conducted primary line reroutings and feeder loopings to simplify its power distribution system. 
 
During the last quarter of 2013, SEZ installed a fault indicator and 69kV line-4 re-routing and load break switch. This 
project is targeted to be completed in 2014. 
 
Mactan Enerzone Corporation (MEZ) 
 
MEZ was incorporated in January 2007 when AboitizLand spun off the power distribution system of its MEPZ II 
project. The MEPZ II project, which was launched in 1995, was operated by AboitizLand under a BOT agreement 
entered into with Mactan-Cebu International Airport Authority. 
 
On June 8, 2007, AboitizPower entered into an agreement to acquire AboitizLand’s 100% equity stake in MEZ, 
representing 8,754,443 common shares. Pursuant to the agreement, AboitizPower acquired AboitizLand’s 
ownership interest in MEZ valued at P609.5 mn, in exchange for AboitizPower’s common shares issued at the initial 
public offering price of P5.80 per share. 
 
MEZ sources its power from NPC pursuant to a Contract to Supply Electric Energy. Under the supply contract, NPC is 
required to provide power to MEZ up to the amount of contracted load, which is based on the projections provided 
by MEPZ II locators under their respective Power Service Contracts with MEZ. 
 
In the first quarter of 2011, MEZ mounted three more sets of Automatic Voltage Regulator (AVR) to its old 
substation to improve voltage levels to locators. 
 
To further provide world-class customer service, MEZ transferred their main administration office within the zone 
where they operate, MEPZ II, by leasing an office space through a lease agreement with AboitizLand. The MEZ 
control room was also renovated and expanded to improve the efficiency of operation. The construction of 
warehouse for slow moving items last September 2011, the battery room construction last October 2011, and the 
continuous replacement of wooden poles under than 69 kV were also among 2011 highlights. To avail of the 
opportunities in the competitive electricity market, MEZ is now a direct participant of WESM starting January 2011. 
 
For the 2011 operating period, MEZ also transferred its NGCP metering to its substation in order to minimize line 
losses and further improve the voltage quality.  MEZ accomplished numerous projects and activities in the year 
2011, such as the deployment of CC&B system, launching of safety program, and installation of line disconnect 
switches feeder lines for systems reliability and flexibility. 
 
From July to November 2012, additional transformer banks were installed to the following customers: Atomed, 
InaMicro Opto, Passepartout and Matluster to accommodate their load growth.  In 2012, MEZ fully implemented its 
metering audit as part of the company’s Revenue Protection Program. 
 
MEZ completed various projects in 2013, including the renovation of the substation control room, a new trenching 
and control panel, and the installation of the SCADA system to improve efficiency and optimize operations. 
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Balamban Enerzone Corporation (BEZ) 
 
BEZ was incorporated in January 2007 when CIPDI, a joint venture between AboitizLand and THCI, spun off the 
power distribution system of the WCIP-Special Economic Zone (WCIP-SEZ). WCIP-SEZ is a special economic zone for 
light and heavy industries owned and operated by CIPDI. The park, which is located in Balamban, Cebu, is home to 
the shipbuilding and ship repair facilities of THI, as well as the modular fabrication facility of Metaphil International, 
Inc.,and recently to Austal Philippines Pty. Limited. 
 
On May 4, 2007, CIPDI declared property dividends to its stockholders in the form of equity in BEZ. On June 8, 2007, 
AboitizPower entered into an agreement to acquire AboitizLand’s 60% equity stake in BEZ, represented by 4,301,766 
common shares of BEZ. Pursuant to the agreement, AboitizPower acquired AboitizLand’s ownership interest in BEZ 
valued at P266.9 mn, in exchange for AboitizPower’s common shares issued at the initial public offering price of 
P5.80per share. 
 
On March 7, 2008, AboitizPower purchased THCI’s 40% equity in BEZ for approximately P178 mn. The acquisition 
brought AboitizPower’s total equity in BEZ to 100%. 
 
In 2009, with THI’s continued expansions in its ship building business and the construction of additional facilities 
within the WCIP, BEZ constructed and energized the 25/33 MVA, 69 kV/13.8 kV Buanoy power substation equipped 
with an MR on load tap changer. The substation is strategically located near the THI shipbuilding factories to provide 
additional substation capacity. 
 
In September 25, 2009, BEZ completed the construction of the 33 MVA on-load tap changer substations, including 
the control room with a 15 kV metal-clad switchgear, and the two-kilometer 69 kV line from Arpili to Buanoy 
Substations. BEZ also erected the fast and slow moving warehouses within their Buanoy and Arpili Substations, 
respectively. 
 
In January 2011, BEZ secured firm contracts with power suppliers Green Core Geothermal Incorporated (GCGI), Cebu 
Energy and EAUC to ensure sufficient power supply to the different industries within the WCIP-SEZ. In the same 
period, BEZ became a direct member of PEMC to avail of the power available at WESM. 
 
The implementation of the SCADA on March 11, 2011 and the installation of CCTV’s at the different strategic 
locations in the first quarter of 2011 has greatly improved the operation of BEZ as both substations located two 
kilometers apart can be remotely controlled and monitored. In addition, numerous sectionalisers were also installed 
to provide moreflexibility and reliability to the BEZ power system. 
 
For the year 2011, the power sales of the company increased by 29%. 
 
BEZ accomplished numerous projects and activities in the year 2011, including but not limited to, deployment of CC 
& B system, launching of safety program and installation of line disconnect switches feeder lines for systems 
reliability and flexibility. 
 
From June to December 2012, BEZ implemented the Automatic Meter Reading (AMR) scheme. Conducted by Davao 
Light personnel, this is a pilot project for the whole Distribution Utility group of AboitizPower. AMR is an automatic 
collection of information, status, meter readings and billings utilizing the End Sight software. It eliminates human 
errors and ensures that data are available in real time. BEZ was chosen to be the pilot distribution utility because of 
its fewer number of installed meters and smaller area. 
 
In December 2012, BEZ installed 800 meters of 13.8 kV distribution lines at Spine Road connecting Arpili and Buanoy 
to increase system reliability. 
 
In 2013, BEZ rehabilitated its 34.5 kV transmission lines and upgraded its Arpili SS Feeder 2 distribution lines set-up 
into a double circuit with Feeder 1 to supply power at the proposed WCIP 2. BEZ also successfully energized the 
newly installed 800-meter distribution lines tapped at Feeder 2 passing thru the spine road that connects Arpili and 
Buanoy SS within WCIP 1. This adds to the flexibility of BEZ power system. 
 
During the last quarter of 2013, BEZ conducted pin insulators uprating from 15kV to 23kV. BEZ Feeder 1 distribution 
lines were also upgraded from 4/0 to 336.4 MCM in preparation for the WCIP 2 expansion in the last quarter of 
2014.
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RETAIL ELECTRICITY AND OTHER RELATED SERVICES 
 
One of the objectives of electricity reform in the Philippines is to ensure the competitive supply of electricity at 
theretail level. In particular, when Open Access and Retail Competition (Open Access) is fully implemented, large-
scale customers will be allowed to obtain electricity from RES licensed by the ERC. 
 
Aboitiz Energy Solutions, Inc. (AESI) 
 
On November 9, 2009, AESI, a wholly-owned Subsidiary of AboitizPower, became one of the first companies granted 
alicense to operate as a RES. This license has been renewed by AESI in October 29, 2012 and will be effective for 
anotherfive years. 
 
With the commercial operation of Open Access on June 26, 2013, AESI began its initial operation as a RES company 
providing qualified contestable customers the opportunity to select a contract structure that will meet their 
generation supply requirements. At present, AESI is providing service to around 50 customers with an electricity 
demand of around 235 MW. This customer base is expected to grow as more generation capacity is installed to 
serve the needs of the contestable market. 
 
In the November 2013 bid for the IPPA of the strips for Unified Leyte Geothermal Power Plant (ULGPP), AESI won 40 
strips corresponding to 40 MW capacity of ULGPP. This IPPA contract will provide AESI with the presence in the 
Visayas to contract 40MW of geothermal power from Leyte. 
 
Prism Energy, Inc. (Prism Energy) 
 
Prism Energy was incorporated in March 2009 as a joint venture between AboitizPower and Vivant. It was granted a 
five-year RES license by the ERC on May 22, 2012 or until May 22, 2017. Prism Energy is envisioned to serve 
contestable customers in the Visayas Region. 
 
Adventenergy, Inc. (AdventEnergy) 
 
Incorporated in August 2008, AdventEnergy is a licensed RES, duly authorized by the ERC to sell, broker, market, or 
aggregate electricity to end-users, including those within economic zones. AdventEnergy’s RES license was renewed 
by the ERC on June 18, 2012 and is valid until June 18, 2017. The company was formed specifically to serve 
contestable customers within economic zones. 
 
AdventEnergy differentiates itself from competition by sourcing electricity from a 100% renewable source. With this 
competitive advantage, more and more companies are opting to source a part, if not the majority, of their electricity 
supply from AdventEnergy as an environmental initiative. 
 
At present, the company provides retail electricity supply to a group of a major real estate chain and is expected to 
further expand its operations by serving PEZA zones and PEZA classified companies all over Luzon and Visayas. 
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(ii) Sales 
 

Comparative amounts
3

 of revenue, profitability and identifiable assets are as follows: 
 

 
2013 

2012 
(As Restated) 

2011 
(As Restated) 

Gross Income 72,055 62,153  54,476 

Operating Income 19,477 20,456 20,390 

Total Assets 193,939 163,105 153,372 

Note: Operating Income is operating revenue net of operating expenses. 

  

The operations of AboitizPowerand its Subsidiaries and Affiliates are based only in the Philippines. Comparative 
amounts

4
 of revenue contribution by business grouping are as follows: 

 
 2013 2012 2011 

Power Generation 45,521 58% 47,779 74% 41,499 74% 

Power Distribution 28,067 36% 15,850 25% 14,351 25% 

Retail Electricty Supply 4,373 5%     

Services 610 1% 658 1% 528 1% 

Total Revenue 78,571 100% 64,287 100% 56,384 100% 

Less: Eliminations (6,516)  (2,134)  (1,908)  

Net Revenue 72,055  62,153  54,476  

 

(iii) DistributionMethods of the Products or Services 
 
The Generation Companies sell their electricity either through the WESM or through bilateral PSAs with the NPC, 
private distribution utilities, electric cooperatives, retail electricity suppliers or other large end-users. 
 
Currently, SNAP-Magat and SNAP-Benguet have ASPAs with the NGCP as AS providers to the Luzon grid. As part of 
their contract, SNAP-Benguet nominates its available capacity for AS to the NGCP (System Operator). This is 
confirmed by a notice provided by NGCP to SNAP-Benguet containing the AS schedule.  In March 2013, SNAP-Magat 
signed an ASPA with NGCP covering firm contracted capacities for both regulating and contingency reserves at 155 
MW. 
 
Another Affiliate, TLI, also signed an ASPA with the NGCP on March 14, 2013 for both firm and non-firm contracted 
capacities for contingency reserve at 60MW during off-peak and 60 MW during peak hours. TLI’s ASPA with NGCP is 
valid for a period of five years from the date of approval by ERC. 
 
Majority of AboitizPower’s Generation Companies have transmission service agreements with NGCP for 
transmission of electricity to the designated delivery points of their customers, while others built their own 
transmission lines to directly connect to their customers. In some instances, where the offtaker is NPC, NPC takes 
electricity from the generation facility itself. 
 
On the other hand, AboitizPower’s Distribution Utilities have exclusive distribution franchises in the areas where  
they operate. Each of the Distribution Companies has a distribution network consisting of a widespread network of 
predominantly overhead lines and substations. Customers are classified in different voltage levels based on their 
electricity consumption and demand. Large industrial and commercial consumers receive electricity at distribution 
voltages of 13.8 kV, 23 kV and 69 kV while smaller industrial, commercial and residential customers receive 
electricity at 240 V or 480 V. 
 
 
 
  

                                                           
3
Amounts in millions. 

4
 Id. 
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All of AboitizPower’s Distribution Utilities have entered into transmission service contracts with the NGCP for the 
use of the NGCP’s transmission facilities to receive power from their respective IPP and NPC/PSALM for distribution 
to their respective customers. VECO owns a 138-kV tie-line that connects to Cebu Energy’s power plant. All 
customers that connect to the Distribution Utilities’ distribution lines are required to pay a tariff approved by the 
ERC. 
 
AboitizPower’s wholly-owned RES companies, AdventEnergy and AESI, have existing electricity supply contracts with 
their respective customers. In 2013, AdventEnergy supplied to five companies under the NET Group and delivered a 
total of 24.9M kWhs. As of March 31, 2014, AdventEnergy supplies renewable energy to 11 companies with a total 
power demand of 32.3 MW. 
 
To ensure continous supply of power to its customers, AdventEnergy has existing power supply contracts with 
renewable power generation companies. 
 
AESI has a total of 45 customers with existing Retail Electricity Supply Contracts with terms ranging from three to 
ten years. In 2013, AESI delivered a total of 640.8M kWhs to its customers. As of March 31, 2014, AESI registered a 
total power demand of 150 MW. 
 
AESI entered into contracts with various power generation companies to ensure reliable and continous supply of 
power to its customers. 
 
The above Retail Electricity Supply companies follow a pricing strategy which allows customer flexibility. The power 
rates are calculated using a fixed formula pricing arrangement based on customer load curves, resulting in either a 
peak- off-peak or capacity load based competitive rate. 
 

(iv) New Products/Services 
 
Other than the ongoing Greenfield and/or rehabilitation projects undertaken by AboitizPower’sGeneration 
Companies, AboitizPower and its Subsidiaries do not have any publicly announced new product or service to date. 
 

(v) Competition 
 

Generation Business 
 

With the privatization of the NPC-owned power generation facilities, the establishment of the WESM and the 
implementation of retail competition and Open Access, AboitizPower’s generation facilities located in Luzon, Visayas 
and Mindanao will face competition from other power generation plants that supply electricity to the Luzon, Visayas 
and Mindanao grids. 
 

In particular, SNAP-Magat, SNAP-Benguet, APRI and TLI are expected to face competition from leading 
multinationals such as AES Corporation, TeaM Energy, GN Power and Korea Electric Power Corporation, as well as 
power generation facilities owned or controlled by Filipino-owned companies such as Global Business Power 
Corporation, Trans-Asia Power Generation Corporation, AC Energy Holdings Corporation, First Gen Corporation, 
DMCI Holdings, Inc. and San Miguel Energy Corporation. With the commencement of retail competition and Open 
Access, these foreign and local generation companies have already set up their own Retail Electricity Supply 
business. Despite the suspension of the issuance of RES licenses in May 2013, aggressive competition from those 
with existing licenses is still expected. Additional competition for Open Access customers can come from entities 
that may not generate power but have RES operations by acting as demand aggregators. 
 

AboitizPower will face competition in both the development of new power generation facilities and the acquisition 
of existing power plants, as well as competition for financing these activities. The improving performance of the 
Philippine economy, the presence of a market to sell, such as the WESM, and the potential shortfall in energy supply 
have attracted many potential competitors, including multinational development groups and equipment suppliers, 
to explore opportunities in electric power generation projects in the Philippines. Also, the new guidelines for FIT 
limit the total installed capacity for each renewable technology eligible for FIT rates. Accordingly, competition for 
and from newpower projects may increase in line with the expected long-term economic growth of the Philippines. 
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Distribution Business 
 
Each of AboitizPower’s Distribution Utilities currently has an exclusive franchise to distribute electricity in the areas 
covered by its franchise. 
 
Under Philippine law, the franchises of the Distribution Utilities may be renewed by the Congress of the Philippines 
provided that certain requirements related to the rendering of public services are met.  The Company intends to 
apply for the extension of each franchise upon its expiration.  The Company may face competition or opposition 
from third parties in connection with the renewal of these franchises.  It should be noted that under Philippine law, 
a party wishing to secure a franchise to distribute electricity must first obtain a CPCN from the ERC, which requires 
that such party prove that it has the technical and financial competence to operate a distribution franchise, and that 
there is a need for such franchise. Ultimately, the Philippine Congress has absolute discretion in determining 
whether to issue new franchises or to renew existing franchises, and the acquisition by competitors of any of the 
Distribution Utilities’ franchises could adversely affect the results of the Company’s operations.  However, with the 
commencement of retail competition and open access in Luzon and Visayas, the supply segment of the distribution 
business has become a contestable market, initially, for customers with at least an average of 12M demand. 
However, with the commencement of retail competition and open access in Luzon and Visayas, the supply segment 
of the distribution business has become a contestable market, initially, for customers with at least an average of 
12M demand. 
 
(vi) Sources of Raw Materials and Supplies 
 
Generation Business 
 
AboitizPower’s hydroelectric facilities harness the energy from the flow of water from neighboring rivers to 
generate electricity.  Some of these facilities have impounding dams allowing the storage of water for later use.  The 
hydroelectric companies on their own, or through the NPC in the case of LHC, possess water permits issued by the 
NWRB, which allow them to utilize the energy from a certain volume of water from the applicable source of the 
water flow. 
 
Under the APA between APRI and PSALM for the Tiwi-MakBan complex, the management and operation of the 
geothermal fields, which supply steam to the power generation units, remain with Chevron Geothermal Philippines 
Holdings, Inc. (Chevron).  The terms of the steam supply are governed by a  Geothermal Resource Supply Contract 
(GRSC) under which price of steam is ultimately indexed to the Newcastle Coal Index and the Japanese Public 
Utilities (JPU) coal price. The effectivity of GRSC commenced on May 26, 2013.  On August 14, 2013, an interim 
provision was added which states that if the spot market price is lower than GRSC price, Chevron will sell the fuel at 
50% of the spot price for volumes above defined minimum levels (PMin).  This allows APRI to be competitive and in 
turn reduce steam venting. 
 
AboitizPower’s oil-fired plants use Bunker C fuel to generate electricity.  SPPC and WMPC get fuel supplies from the 
NPC pursuant to the terms of their respective ECAs with the NPC.  EAUC and CPPC each have a fuel supply 
agreement with Petron; while TMI has existing fuel supply agreements with Shell and Petron for Mobile 1 and 
Mobile 2, respectively.  Likewise, TMO has existing fuel supply agreements with Shell and Petron. The fuel prices 
under these agreements are pegged to the Mean of Platts Singapore (MOPS) index.  STEAG Power has existing long-
term coal supply agreements with PT Jorong Barutama Greston of Indonesia and Samtan Co. Ltd of Korea.  
 
TLI has entered into long-term coal supply contracts for the Pagbilao Plant’s annual coal requirements.  TLI is 
continuously looking at and evaluating alternative sources to ensure security of supply. 
 
Distribution Business 
 
Most of AboitizPower’s Distribution Utilities have bilateral agreements with the NPC for the purchase of electricity, 
which set the rates for the purchase of the NPC’s electricity. The following table sets out material terms of each of 
the Distribution Company’s bilateral agreements with the NPC: 
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The rates at which Davao Light and SFELAPCO purchase electricity from AboitizPower’s Generation Companies are 
established pursuant to the bilateral agreements that are executed after the relevant Generation Company has 
successfully bid for the right to enter into a PPA with either Davao Light or SFELAPCO. These agreements are 
entered into on an arm’s-length basis, on commercially reasonable terms and are approved by the ERC. The ERC’s 
regulations currently restrict AboitizPower’s Distribution Utilities from purchasing more than 50% of their 
electricity requirements from Affiliated Generation Companies. Hedcor Sibulan supplies Davao Light with 
electricity generated from its Sibulan plants pursuant to the Hedcor Consortium’s 12-year PSA. To add to its 
power reserve capacity, Davao Light has entered into a three-year power supply contract with TMI for 15 MW last 
March 21, 2011, and this was provisionally approved by the ERC on May 30, 2011. On February 29, 2012, Davao 
Light and TMI filed a Joint Manifestation with the ERC stating that they agreed to supplement and modify their 
supply contract to 30 MW. Contract energy of 30 MW was made available to Davao Light starting March 1, 2012. 
Davao Light and Cotabato Light entered into a 25-year power supply contracts with TSI for 100 MW and 5 MW, 
respectively, which will commence in 2016. The agreement between Cotabato Light and TSI is pending with ERC 
for approval. 
 

VECO has entered into a PPA for the purchase of electric energy from CPPC for a period of 15 years starting from 
the commercial operation date of the latter. In 2013, the said contract with CPPC was extended for another 10 
years. On October 16, 2009, VECO entered into an EPPA with Cebu Energy for the supply of 105 MW for 25 years 
to address VECO’s long-term power supply requirement. VECO also signed a five-year contract for the supply of 
power from GCGI for 60 MW at 100% load factor. GCGI started supplying VECO on December 26, 2010. There 
have been negotiations to extend the contract for a period of one year. The company entered into a second PPA 
with GCGI for the supply of 15 MW starting December 25, 2011. This supply of power replaced the NPC’s 
reduction of its supply of power under its contract with VECO. 
 

The provisions of the Distribution Utilities’ PPAs are governed by the ERC regulations. The main provisions of each 
contract relate to the amount of electricity purchased, the price, including adjustments for various factors such as 
inflation indexes, and the duration of the contract. Under the current ERC regulations, the Distribution Utilities 
can purchase up to 90% of their electricity requirements using bilateral contracts. 
 

Transmission Charges 
 

SFELAPCO has an existing transmission service contract (TSA) with the NGCP for the use of the latter’s 
transmission facilities in the distribution of electric power from the grid to its customers. All other TSAs of the 
Distribution Utilities with the NGCP have expired. The Distribution Utilities have negotiated agreements with the 
NGCP in connection with the amount and form of security deposit that they will provide to the NGCP to secure 
their obligations under their transmission services contracts. 

 

(vii) Major Customers 
 

Out of the total electricity sold by AboitizPower’s Generation Companies, 87% are covered by bilateral contracts 
with with, among others, private distribution utilities, electric cooperatives, NPC, industrals and commercial 
companies. The remaining 13% is sold by the Generation Companies through the WESM. 
 

Most of AboitizPower’s Distribution Companies, on the other hand, have wide and diverse customer bases. As 
such, the loss of any one customer will have no material adverse impact on AboitizPower. The Distribution 
Companies’ customers are categorized into four principal categories: 

 
(a) Industrial customers. Industrial customers generally consist of large-scale consumers of electricity within 

a franchise area, such as factories, plantations and shopping malls. 

Distribution 
Company 

Term of Agreement 
with NPC 

Contract 
Energy (MWh 

per year) 

Take or 
Pay 

Pricing Formula 

VECO Extended; expiring in 
December 25, 2014 

364,945 Yes ERC approved NPC rate plus 
ERC approved adjustments 

Davao Light 10 years; expiring in 
December 2015 

1,361,575 Yes ERC approved NPC rate plus 
ERC approved adjustments 

Cotabato 
Light 

10 years; expiring in 
December 2015 

116,906 Yes ERC approved NPC rate plus 
ERC approved adjustments 

MEZ 10 years; expiring in 
September 2015 

114,680 Yes ERC approved NPC rate plus 
ERC approved adjustments 
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(b) Residential customers. Residential customers are those who are supplied electricity for use in a structure 
utilized for residential purposes. 
 

(c) Commercial customers. Commercial customers include service-oriented businesses, universities and 
hospitals. 

 
(d) Other customers. 
 

Government accounts for various government offices and facilitites are categorized as either commercial 
or industrialdepending on their load. Each utility monitors government accounts separately and further 
classifies them to local government accounts, national government account, special government 
accounts like military camps. Street lights have a different rate category and are thus monitored 
independently. 

 
(viii) Transactions with and/or Dependence on Related Parties 

 
AboitizPower and its Subsidiaries, in their regular conduct of business, have entered into related party 
transactions consisting of professional and technical services, rental, money market placements, and power sales 
and purchases. These are made on an arm’s length basis and at current market prices at the time of the 
transactions. 
 
AEV, the parent company of AboitizPower, and certain associates have service level agreements with 
AboitizPower for corporate center services rendered, such as human resources, internal audit, legal, treasury and 
corporate finance, among others. These services are obtained from AEV to enable the Group to realize cost 
synergies and optimize expertise at the corporate center. The parent company maintains a pool of highly qualified 
professionals with business expertise specific to the businesses of the Group. Transaction costs are always 
benchmarked on third party rates toensure competitive pricing consistent with industry standards. Service Level 
Agreements are in place to ensure qualityof service. 
 
AboitizPower and its Subsidiaries enter into transactions with its parent, associates and other related parties. 
These transactions include: 

 
(a) The Company provides services to certain associates, such as technical and legal assistance for various 

projects and other services. 
 

(b) Energy fees are billed by the Group to related parties and the Group also purchased power from 
associates, arising from the following: 
 

i. PPA/PSA or ESA 
ii. Replacement power contracts 

 
(c) AEV provides among others, human resources, internal audit, legal, treasury and corporate finance 

services, to the Group and shares with the member companies the business expertise of its highly 
qualified professionals. Transactions are priced based on agreed rates, and billed costs are always 
benchmarked to third party rates to ensure competitive pricing. Service level agreements are in place to 
ensure quality of service. These transactions result to professional and technical fees paid by the Group 
to AEV. 
 

(d) Aviation services rendered by AEV Aviation, an associate, to the Group. 
 
(e) Lease of commercial office units by the Group from Cebu Praedia Development Corporation (CPDC) and 

Aboitiz Land, Inc. (AboitizLand) and subsidiaries. CPDC and AboitizLand are subsidiaries of AEV. 
 
(f) Aboitiz Construction Group, Inc. (ACGI), a wholly-owned Subsidiary of ACO, rendered its services to the 

Group for the following projects: rehabilitation of Tiwi and MakBan power plants, tunnel repairs of LHC 
and construction of TSI power plant. 
 

(g) Cash deposits with UnionBank earn interest at prevailing market rates. UnionBank is an associate of AEV. 
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(h) The Company obtained Standby Letters of Credit (SBLC) and is acting as surety for the benefit of certain 
associates in connection with loans and credit accommodations. The Company provided SBLC for STEAG 
Power, LHC, SNAP-Magat and SNAP-Benguet in the amount of P2.10 bn in 2013, P1.90 bn in 2012 and 
P2.5 bn in 2011.  

 
Details of the significant account balances of the foregoing related party transactions, retirement fund and 
compensation of the Board and key management personnel of the Group can be found in Note 32 of the attached 
Audited Financial Statements. 
 
(ix) Patents, Copyrights, Franchises 
 
Trademarks 

 
AboitizPower and its Subsidiaries own, or have pending applications for the registration of intellectual property 
rights for various trademarks associated with their corporate names and logos. The following table sets out 
information regarding the trademark applications the Company and its Subsidiaries have filed with the Philippine 
Intellectual Property Office (IP Office). 

 

Trademarks 

 

Applicant Date Filed 

 

RegistrationNo./ 
Date Issued 

Certificate of Description 

 

Status 

 

Cleanergy 
(Class No. 42) 
 

Aboitiz Power 

Corporation 
October 19, 

2001 
4-2001-07900 

 
January 13, 2006 

Application for trademark 
“Cleanergy” 

Original Certificate of 
Registration for the mark 
CLEANERGY was issued on 
January 13, 2006. 

 
The 5th year Anniversary 
Declaration of Actual Use 
(DAU) was filed last 
December 27, 2011 with IP 
Office. 

Cleanergy and 
Device 
(Class No. 42) 

Aboitiz Power 

Corporation 
July 30, 2002 4-2002-06293 

 
July 16, 2007 

Application for trademark 
Cleanergy and Device with 
the representation of a light 
bulb with three leaves 
attached to it, with the words 
“CLEANERGY” and a small 
“ABOITIZ” diamond logo 
below it. 

Original Certificate of 
Registration No. 4-2002-
006293 was issued on 
July16, 2007. 

 
The 5th year Anniversary 
Declaration of Actual Use 
(DAU) was filed last July 15, 
2013 with IP Office. 

A BetterFuture 
(Class No. 39,40, 
and 42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004383 

 
November 11, 2010 

Application for trademark “A 
Better Future” 

Original Certificateof 
Registration was issued on 
November 11, 2010. 

 

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 

BetterSolutions 
(Class No. 39, 40 
and 42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004384 

 
November 11, 2010 

Application for Trademark 
“BetterSolutions”. 

Original Certificateof 
Registrationwas issued on 
November 11, 2010. 

 

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 

Cleanergy Get It 
and Device 
(Class No. 39, 40 
and 42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004381 

 
November 11, 2010 

The word “Cleanergy” with 
the phrase “get it” below it 
with both words enclosed by 
a representation of a thumbs 
up sign. The whole mark is 
rendered in two shades of 
green. 

Original Certificateof 
Registration was issued on 
November 11, 2010. 
 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 
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Trademarks 

  

Applicant Date Filed 

 

RegistrationNo./ 
Date Issued 

Certificate of Description 

 

Status 

 

AboitizPowerwor
d mark 
(Class 39, 40, & 
42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004385 

 
November 11, 2010 

Application for Trademark 
“AboitizPower”word   Mark. 

Original Certificate of 
Registration was issued on 
November 11, 2010. 

 

The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 

Cleanergy got it & 
Device 
(Class 39, 40  and 

42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004382 

 

November 11, 
2010 

The word “Cleanergy” with 
the phrase “got it” below it 
with both words enclosed by 
a representation of a thumbs 
up sign. The whole mark is 
rendered in two shades of 
green. 

Original Certificateof 
Registrationwas issued on 
November 11, 2010. 
 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 

. 
AboitizPower 
Spiral and Device 
(Class 39, 40 and 

42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004380 

 

February 11, 2011 

The representation of a   
spiral rendered in blue. 

Original Certificateof 
Registrationwas issued on 
February 11, 2011. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 

AboitizPower and 
Device  
(Class 39, 40 and 

42) 

Aboitiz Power 

Corporation 
April 23, 2010 4-2010-004379 

 

February 11, 2011 

The words “Aboitiz”and 
“Power” rendered in two 
shades of blue with the 
representation of a spiral 
above it and the words “A 
Better Future” below it. 

Original Certificateof 
Registration was issued on 
February 11, 2011. 
 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed on April 23, 
2013 with IP Office. 

Alterspace 

(Class 9, 39, 40) 

Aboitiz Power 

Corporation 
April 6, 2011 4-2011-003968 

 

 

Application for trademark 

“ALTERSPACE” word mark. 

The trademark application has 
been allowed and its 
publication in the Official 
Gazette has been approved in 
IP Office’s notice of allowance 
dated December 14, 2011 for 
the purposes of opposition. 

 
Original Certificate of 
Registration was issued on 
February 24, 2012. 
 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) is due for filing on 
April 6, 2014. 

Alterspace and 
Device 
(Class 9, 39, 40) 

Aboitiz Power 

Corporation 
May 31, 2011 4-2011-006291 

 

December 22, 
2011 

Application for trademark“ 
Alterspace and Device”. A 
globe with the words “alter” 
and “space”inside and an 
arrow circling the globe and 
separating the two words. The 
globe isrendered in forest 
green, while the words and 
arrow are rendered in lime 
green. 

The trademark application 
has been allowed and its 
publication in the Official 
Gazette has been approved 
in the IP Office’s Notice of 
Allowance dated November 
4, 2011. 
 
Original Certificate of 
Registration was issued on 
December 22, 2011. 
 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) is due for filing on 
May 31, 2014. 
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Trademarks 

  

Applicant Date Filed 

 

RegistrationNo.
/ Date Issued 

Certificate of Description 

 

Status 

 

Aboitiz Energy 
Solutions and 
Device 
(Class No. 42) 

Aboitiz 
Energy 

Solutions, 
Inc. 

January 25, 2007 
 

4-2007-000784 
 

September 03, 
2007 

Application for trademark 
ABOITIZ ENERGY SOLUTIONS 
and Device. 

Original Certificate of 
Registration was issued on 
September 03, 2007. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the  IP 
Office las tFebruary 4, 2010. 

Power One 
(wordmark)  

(Class No. 42) 

Aboitiz Energy 

Solutions, Inc. 
July 29, 2002 4-2002-006232 

 
February 19, 
2007 

Application for trademark 
“Power One”. 

Original Certificateof 
Registration was issued on 
February 19,2007. 

 
The 3rd year Anniversary 
Declaration of Actual 
Use (DAU) was filed with 
the IP Office last July 29, 
2005. 

Power One and 
Device 
(Class No. 42) 

Aboitiz Energy 

Solutions, Inc. 
February 17, 

1999 
4-1999-001121 

 
September 

18,2006 

Application for trademark 
“Power One and Device “ 

Original Certificateof 
Registration was issued on 
September 18, 2006. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the IP 
Office last August 13, 
2002. 

Subic EnerZone 
Corporationand 
Logo (colored) 
(Class No. 39) 

Subic 
Enerzone 

Corporation 

July 6, 2006 4-2006-007306 
 
August20,2007 

Trademark application for 
Subic Enerzone Corporation 
and Logo (blue & yellow). The 
mark consists of the 
words“Subic Enerzone” in 
Fujiyama extra bold font with 
the word “Corporation” below 
it, also in Fujiyama font, 
rendered in cobalt medium 
blue color, and are 
presentation of the letter “S” 
taking the shape of a flame 
(the company logo) above the 
words. The logo is likewise 
rendered in the cobalt 
medium blue color in a yellow 
background. 

Original Certificateof 
Registrationwas issued on 
August 20, 2007. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with IP 
Office last July 6, 2009. 

Subic Enerzone 
Corporation and 
Logo (gray)  

(Class No. 39) 

Subic 
EnerZone 

Corporation 

July 6, 2006 4-2006-007305 
 
August20,2007 

Trademark Application for 
Subic Enerzone Corp. 
wordmark and logo (gray). The 
mark consists of the words 
“SUBIC ENERZONE” in 
Fujiyama extra bold font with 
the word“Corporation”below 
it, also in Fujiyama font, and a 
representation of the letter 
“S” taking the shape of a 
flame (the company logo) 
above the words. 

Original Certificate of 
Registration was issued on 
August 20, 2007. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filedlast January 
6, 2010 with IP Office. 
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Trademarks 

 

Applicant Date Filed 

 

RegistrationNo./ 
Date Issued 

Certificate of Description 

 

Status 

 

Subic Enerzone 
Corporation and 
Logo (gray)  

(Class No. 39) 

Subic 
EnerZone 

Corporation 

July 6, 2006 4-2006-007305 
 
August20,2007 

Trademark Application for 
Subic Enerzone Corp. 
wordmark and logo (gray). The 
mark consists of the words 
“SUBIC ENERZONE” in 
Fujiyama extra bold font with 
the word“Corporation”below 
it, also in Fujiyama font, and a 
representation of the letter “S” 
taking the shape of a flame 
(the company logo) above the 
words. 

Original Certificate of 
Registration was issued on 
August 20, 2007. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filedlast January 
6, 2010 with IP Office. 

Subic Enerzone 
Corporation 
(wordmark)  

(Class No. 39) 

Subic 
Enerzone 

Corporation 

 

July 6, 2006 4-2006-007304 
 
June 4, 2007 

Trademark Application for 
Subic Enerzone Corporation 
(wordmark) 

Original Certificate of 
Registration was issued on 
June 4, 2007. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed last July 6, 
2009 with IP Office. 

RP Energy and 
Device 
(Class No. 39) 

RP Energy and 
Device (Class 

No. 39) 

July 6, 2006 4-2008-009737 
 
April 13, 2009 

A representation of 2 
mountains, colored blue and 
red, with the sun over 
them,and the words “RP 
Energy”and “Redondo 
Peninsula Energy Incorporated” 
below it. 

Original Certificate of 
Registration was issued on 
April 13, 2009. 

Aboitiz Energy 
Solutions, & 
Device (Class No. 
42) 

Aboitiz 
Energy 

Solutions, 
Inc. 

January 25, 
2007 

4-2007-000784 
 

September 3, 
2007 

Application for trademark 
ABOITIZ ENERGY SOLUTIONS 
and Device. 

Original Certificate of 
Registration was issued on 
September 3, 2007. 

 
The 3rd year Anniversary 
Declaration of Actual Use 
(DAU) was filed with the IP 
Office last February4, 
2010. 

 
(x)  Government Approvals  
 

Generation Business 
 
Power generation is not considered a public utility operation under the EPIRA. Thus, a franchise is not needed to 
engage in the business of power generation. Nonetheless, no person or entity may engage in the generation of 
electricity unless such person or entity has complied with the standards, requirements and other terms and 
conditions set by theERC and has received a COC from the ERC to operate a generation facility. A COC is valid for a 
period of five years from the date of issuance. 

 

A generation company must ensure that all its facilities connected to the grid meet the technical design and 
operational criteria of the Philippine Grid Code and Philippine Distribution Code. Additionally, a generation 
company must meet the minimum financial capability standards set out in the Guidelines for the Financial 
Standards of Generation Companies issued by the ERC. Under the said guidelines, a generation company is 
required to meet a minimum annual interest cover ratio or debt service coverage ratio of 1.5x throughout the 
period covered by its COC. For COC applications andrenewals, the same guidelines require the submission to the 
ERC of, among other things, comparative audited financial statements, schedule of liabilities and a five-year 
financial plan. For the duration of the COC, these guidelines also require a generation company to submit to the 
ERC audited financial statements and forecast financial statements forthe next two fiscal years, among other 
documents. Failure by a generation company to submit the requirements so prescribed by the guidelines may be 
a ground for the imposition of fines and penalties. 

 

Each of AboitizPower’s Generation Companies that own generation facilities, such as Davao Light and Cotabato 
Light, is required under the EPIRA to obtain a COC from the ERC for its generation facilities. Although an IPP 
Administrator such as TLI is not required to obtain a COC, it is nevertheless required, along with all entities owning 
and operating generation facilities, to comply with technical, financial and environmental standards provided by 
existing laws and regulations for their operations. 
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Under Department Circular No. 2010-03-0003 dated February 26, 2010 of the DOE, generation companies are 
enjoined to ensure the availability of its generation facilities at all times subject only to technical constraints duly 
communicated to the system operator in accordance with existing rules and procedures. For this purpose, 
generation companies shall have, among others, the following responsibilities: 

 
(a) All generation companies shall operate in accordance with their maximum available capacity which shall 

beequal to the registered maximum capacity of the (aggregate) unit less [1] forced unit outages, [2] 
scheduled unit outages, and [3] de-rated capacity due to technical constraints which include (i) plant 
equipment related failure and ambient temperature, (ii) hydro constraints which pertain to limitation on 
the water elevation/turbine discharge and megawatt output of the plant and (iii) geothermal constraints 
which pertain to capacity limitation due to steam quality, steam pressure and temperature variation, well 
blockage and limitation on steam and brine collection and disposal system; 
 

(b) Oil-based generation companies shall maintain an adequate in-country stocks of fuel equivalent to at 
least 15 days of running inventory which includes shipments in transit; 
 

(c) Coal power plants shall ensure the required 30-day coal running inventory which includes shipments in 
transit; 

(d) During scheduled maintenance of the Malampaya natural gas facilities, all affected generation companies 
shall maintain at least 15 days of running inventory of alternative fuel and shall operate at full capacity;  
 

(e) All generation companies with natural gas fired, geothermal and hydroelectric generating plants shall 
submit to the DOE a monthly report on the current status and forecast of the energy sources of its 
generating plants; 
 

(f)  All generation companies must notify and coordinate with the system operator of any planned activity 
such as shutdown of its equipment; 

 
(g) All generation companies must immediately inform the DOE of any unexpected shutdown or derating of 

the generating facility or unit thereof; and 
 

(h) Generating companies shall seek prior clearance from the DOE regarding any plans for deactivation or 
mothballing of existing generating units or facilities critical to the reliable operation of the grid. 

 
The Generation Companies, Davao Light and Cotabato Light possess COCs for their generation businesses as 
follows: 

 

Title of Document: 
Issued under 

name of: 

Power Plant 
Date of 

Issuance 
Type Location Capacity Fuel Years 

ofService 

COCNo. 08-11-GXT 
33- 
0033L 

Hedcor, Inc. 

Hydro Irisan 3 - Tadlangan, 
Tuba, Benguet 

1.20 MW Hydro 10 

November 5, 
2013 

Hydro Bineng 1 - Bineng, La 
Trinidad Benguet 

3.20 MW Hydro 10 

Hydro Bineng 2 - Bineng, La 
Trinidad Benguet 

1.80 MW Hydro 10 

Hydro Bineng 2B - Bineng, La 
Trinidad Benguet 

0.75 MW Hydro 10 

Hydro Bineng 3 - Bineng, La 
Trinidad Benguet 

4.50 MW Hydro 10 

Hydro 
Ampohaw - 
Banengbeng, Sablan, 
Benguet 

 

8.00 MW Hydro 10 

Hydro 
Sal-angan - Ampucao, 
Itogon, Benguet 

 

2.40 MW Hydro 10 
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Title of Document: 
Issued under 

name of: 

Power Plant 
Date of 

Issuance 
Type Location Capacity Fuel Years of 

Service 

 

COCNo. 11-05-GXT 
286b-0331M 

 
 

Hedcor, Inc. 
(Talomo 

Hydroelectric 
Power Plant) 

Hydro Talomo 1 - Calinan, Davao 
City 

1,000 kW Hydro 20 

May 9,2011 

Hydro Talomo 2 – Mintal Proper, 
Davao City 

600 kW Hydro 20 

Hydro Talomo 2A – 
UpperMintal, Davao City 

650 kW Hydro 20 

Hydro Talomo 2B – 
UpperMintal, Davao City 

300 kW Hydro 20 

Hydro Talomo 3 - Catalunan, 
Pequeño, Davao City 

1,920 kW Hydro 20 

COCNo. 08-11-GXT 
32-0032L 

Hedcor, Inc. 

Hydro FLS Plant - Poblacion, 
Bakun, Benguet 

5.90 MW Hydro 10 

November 5, 
2013 

Hydro 
Lower Labay - 
Ampusongan, Bakun, 
Benguet 

2.40 MW Hydro 10 

Hydro Lon-Oy - Poblacion, 
Bakun, Benguet 

3.60 MW Hydro 10 

COC No. 11-07-GXT 
17273-17584M 

Hedcor Sibulan 
Darong 

Diesel Engine Brgy. Darong, Sta Cruz, 
Davao del Sur 

363 kW Diesel 15 July 7, 2011 

COC No. 11-07 GXT 
17272-17583M 

Hedcor Sibulan  
Tibolo 

Diesel Engine Brgy. Tibolo, Sta. Cruz, 
Davao del Sur 

323 kW Diesel 15 July 7, 2011 

COC No. 11-07-GXT 
17269-17580M 

Hedcor,Inc. 
Talomo 2 

Diesel Engine Proper Mintal, Davao 
City 

20 kW Diesel 15 July 7, 2011 

COC No. 11-07-
GXT 17271-17582L 

Hedcor Inc. La 
Trinidad (Beckel) 

Diesel Engine 214 Beckel, La Trinidad, 
Benguet 

216 kW Diesel 15 July 7, 2011 

COC No. 11-07-
GXT 17270 - 
17581M 

Hedcor, Inc. 
Talomo 3 

Diesel Engine Brgy. Catalunan 
Pequeño, Davao City 

20 MW Diesel 15 July 7, 2011 

COC No. 10-08-
GN- 56-16881 

Hedcor Sibulan, 
Inc. 

Hydroelectric 
Power Plant A 

Hydro 
Brgy. Sibulan, Sta. Cruz, 
Davao del Sur 

16.328 MW Hydro 25 August 9, 2010 

COC No. 10-05-GN 
54-16816 

Hedcor Sibulan , 
Inc. (Plant B) 

Hydroelectric 
Brgy. Sibulan, Sta. Cruz, 
Davao del Sur 

26,257 kW Hydro 25 May 24, 2010 

COC No. 08-07-
GXT 17-0017 

LHC 

Hydro Amilongan Alilem, Ilocos 
Sur 

70 MW Hydro - 

July 21, 2013 

Stand-by Power 
Amilongan Alilem, Ilocos 
Sur 

280 kW Diesel - 

COC No. 10-12-
GXT 13701-
13728M 

Davao Light 

Bunker C Fired J.P. Laurel Ave., Bajada, 
Davao City 

58.7 kW BlendedFuel 25 

December 1, 
2010 

Blackstart 
GeneratorSets 

J.P. Laurel Ave., Bajada, 
Davao City 

105.60 kW Diesel 25 

Diesel Engine 
J.P. Laurel Ave., Bajada, 
Davao City 

80 kW Diesel 25 

Diesel Engine 
J.P. Laurel Ave., Bajada, 
Davao City 

80 kW Diesel 25 

Diesel Engine 
J.P. Laurel Ave., Bajada, 
Davao City 

41.6 kW Diesel 25 
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Title of Document: 
Issued under 

name of: 

Power Plant 
Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

COC No. 11-12-
GXT 
15911-16153M 

Cotabato Light 

Bunker C-Fired 
Diesel Engine 

CLPCI Compound, 
Sinsuat Ave., Cotabato 
City 

9.927 MW 
Diesel/ 

Bunker C 
25 

December 5, 
2011 

Blackstart 
CLPCI Compound, 
Sinsuat Ave., Cotabato 
City 

10 kW Diesel 25 

COC No. 013-06-
GXT2-0002V 

EAUC 
Bunker C-Fired 

Power Plant 

Barrio Ibo, Mactan 
Export Processing Zone 
1, Lapu-Lapu City, Cebu 

49.60 MW Bunker C 16 June 10, 2013 

COC No. 13-05-
GXT1-0001V 

CPPC 
Bunker C-Fired 

Power Plant 
Old VECO Compound, 
Brgy. Ermita, Cebu City 

70.65MW Bunker C 25 May 27, 2013 

COC No. 13-08-
GXT20-0020M 

WMPC 

Bunker C-Fired 
Power Plant 

Malasugat,Barangay 
Sangali, Zamboanga City 

112.0 MW BunkerC 24 

August 5, 2013 

Blackstart 
Malasugat, Barangay 
Sangali, Zamboanga City 160 kW Diesel 24 

COC No. 13-08-
GXT21-0021M 

SPPC 
Bunker C Fired 
Diesel Power 

Plant 

Barangay Baluntay, 
Alabel, Saranggani 

61.72 MW 
Bunker 

C/Diesel 
18 August 5, 2013 

COC No. 10-11-
GXT 286O-
13433L 

SNAP-Magat 
(Magat 

Hydroelectric 
Power Plant) 

Hydroelectric 
Magat River, Brgy. 
Aguinaldo, Ramon, 
Isabela 

360 MW Hydro 23 

November 22, 
2010 

Blackstart 
Generator Set 

Magat River, Brgy. 
Aguinaldo, Ramon, 
Isabela 

320 kW Diesel 23 

COC 
No. 10-11-GXT 
286M-13429L 

SNAP-Benguet 
(Binga 
Hydroelectric 
Power Plant) 

Hydro 
Electric 

Brgy.Binga,Tinongdan, 
Itogon,Benguet 100 MW Hydro 5 

November 15, 
2010 Blackstart 

Generator 
Set 

Brgy.Binga,Tinongdan, 
Itogon,Benguet 355.40 kW Diesel 5 

COC No. 11-08-
GN 
87-17671L 

SNAP-Benguet 
(Ambuklao 
Hydroelectric 
Power Plant) 

Hydro 
Brgy. Ambuklao, Bokod, 
Benguet 104.55 MW Hydro 50 

August 31, 
2011 

Blackstart 
Brgy. Ambuklao, Bokod, 
Benguet 2.28 MW Diesel 20 

 
COC No. 12-03-
GXT 
286m-13429U4L 

SNAP -
Benguet 

(Unit 4, Binga 
HEPP) 

Hydroelectri
c 

Brgy. Tinongdan, 
Itogon, Benguet 31.45 MW Hydro 50 

March 12, 
2012  

COC 
No.11-05 GN 16- 
15880M 

STEAG Power 

Coal fired 
Park V, Phividec 
Industrial Estate, 
Balacanas, Villanueva, 
Misamis Oriental 

232 MW Coal 50 

May 30, 2011 
Emergency 
Generating 

Set 

Park V, Phividec 
Industrial Estate, 
Balacanas, Villanueva, 
Misamis Oriental 

1.25 MW Diesel 25 
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AboitizPower’s Generation Companies, which operate hydro electric facilities, are also required to obtain water 
permits from the NWRB for the water flow used to run their respective hydro electric facilities. These permits specify 
the source of the water flow that the Generation Companies can use for their hydro electric generation facilities, as 
well as the allowable volume of water that can be used from the source of the water flow. Water permits have no 
expiration date and generally are not terminated by the Government as long as the holder of the permit complies 
with the terms of the permit regarding the use of the water flow and the allowable volume. 
 
  

Title of Document: 
Issued under 

name of: 

Power Plant 
 Date of 

Issuance Type Location Capacity Fuel Years of 
Service 

COC No. 10-05-GXT 
286e-7833 

APRI (Mak-ban 
Geothermal 
Power Plant) 

Geothermal 

Brgy. Bitin,Bay, 
Laguna 

Plant A 

126.40 
MW 

Geothermal 
Steam 

20 

May 31, 2010 

 
Brgy. Bitin,Bay, 
Laguna 

Plant D  

40 MW 
20 

Brgy. Limao, 
Tamlong, Calauan, 
Laguna 

Plant B 

126.40MW 

20 

Brgy. Limao, 
Tamlong, Calauan, 
Laguna 

Plant C  

126.4MW 

20 

Brgy. Sta. Elena, Sto. 
Tomas, Batangas 

Plant E  

40 MW 

20 

COC 
No. 10-12-GXT 
286r-13736L 

APRI (Tiwi 
Geothermal 
Power Plant) 

Geothermal 
Brgy. Cale, Tiwi, 
Albay 

234 MW Steam 10 
December 1, 

2010 

COC 
No. 06-04-GXT 
286aa- 
14632 

Ormat - 
Mak-Ban Binary 

GPP 

Steam 
Turbine 

Brgy. Sta. Elena, Sto. 
Tomas, 
Batangas/Brgy. 
Bitin,Bay, 
Laguna/Brgy. 
Tamlong, Calauan, 
Laguna 

18.50 MW Steam 30 

April 6, 2006 
(Release of new 

COC was 
deferred by 
ERC pending 

completion of 
the 

rehabilitation 
of the plant) 

COC 
No. 11-04-GXT 
286gg-15074M 

TMI 
[Mobile1 (M1)] 

Bunker C 
Fired 

Brgy.SanRoque,Maco, 
Compostela Valley 

100.33MW 
Bunker C/ 

Diesel 
30 April 4, 2011 

Blackstart 
Brgy. SanRoque,Maco, 
Compostela Valley 

1.75 MW 
 

Diesel 

COC No. 11-
040GXT 
286bb-14632M 

TMI 
[Mobile 2 

(M2)] 

Bunker C 
Fired 

Nasipit, Agusan del 
Norte 100.33MW 

Bunker 
C/Diesel 

30 

April 4, 2011 

Blackstart 
Nasipit, Agusan de 
lNorte 

1.75 MW Diesel 30 
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Distribution Business 
 

Under the EPIRA, the business of electricity distribution is a regulated public utility business that requires a 
national franchise that can be granted only by the Congress of the Philippines. In addition to the legislative 
franchise, a CPCN from the ERC is also required to operate as a publicutility. Except for Distribution Utilities 
operating within ecozones, all Distribution Utilities possess franchises granted by Philippine Congress. 

 

All Distribution Utilities are required to submit to the ERC a statement of their compliance with the technical 
specifications prescribed in the Distribution Code (which provides the rules and regulations for the operation and 
maintenance of distribution systems) and the performance standards set out in the implementing rules and 
regulations of the EPIRA. 

 

Shown below are the respective expiration periods of the Distribution Companies’ legislative franchises: 

 

Distribution Company Expiration Date 

VECO 2030 

Davao Light 2025 

Cotabato Light 2014 

SFELAPCO 2035 

SEZ
5

 2028 
 

MEZ and BEZ, which operate the power distribution utilities in MEPZII and the WCIP, respectively, are duly 
registered with PEZA as Ecozone Utilities Enterprises. Cotabato Light is working on the renewal of its legislative 
franchise which is currently undergoing the normal processes in the Philippine Congress. 
 

Supply Business 
 

For a time, the business of supplying electricity was being undertaken solely by franchised distribution utilities. 
However, on July 26, 2013, the implementation of Retail Competition and Open Access (RCOA) commenced in 
Luzon and Visayas. Like power generation, the said business of supplying electricity is not considered a public 
utility operation under the EPIRA, However, it is considered a business affected with public interest. As such, the 
EPIRA requires all suppliers of electricity to end-users in the contestable market, other than distribution utilities 
within their franchise areas, to obtain a license from the ERC in accordance with the ERC’s rules and regulations. 
With the implementation of Open Access, AboitizPower’s wholly-owned Subsidiaries, AESI, AdventEnergy and 
Prism Energy, obtained separate licenses to act as RES and Wholesale Aggregator. 

 

(xi) Effect of Existing or Probable Government Regulationson the Business 
 

Since the enactment of the EPIRA in 2001, the Philippine power industry has undergone and continues to undergo 
significant restructuring. Among the provisions of the EPIRA which have had or will have considerable impact on 
AboitizPower’s businesses relate to the following: 

 

Wholesale Electricity Spot Market 
 

The WESM is a mechanism established by the EPIRA to facilitate competition in the production and consumption 
of electricity. It aims to provide the mechanism for identifying and setting the price of actual variations from the 
quantities transacted under contracts between sellers and purchasers of electricity by (a) establishing the merit 
order dispatch instructions for specific time periods; (b) determining the marketclearing price for such time 
periods; (c) reflecting accepted economic principles; and (d) providing a level playing field to all electric power 
industry participants. 

 

The WESM provides avenue whereby generators may sell power, and at the same time suppliers and wholesale 
consumers can purchase electricity where no bilateral contract exists between the two. Where there are such 
bilateral contracts, these contracts are nevertheless declared in the market but only to determine the appropriate 
merit order of generators. Settlement for bilateral contracts between the contracting parties will, however, occur 
outside the market. Traded electricity not covered by bilateral contracts will be settled through the market on the 
basis of the market clearing prices for each of the trading periods. 

                                                           
5 Pursuant to the Distribution Management Service Agreement (DMSA) with the Subic Bay Metropolitan Authority. 
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An amended Joint Resolution No. 2 was issued by DOE, ERC and PEMC last December 27, 2013 adjusting the 
WESM Offer Price Cap. In this resolution, the Offer Price Ceiling of P62,000 per MWh as set by the WESM 
Tripartite Committee was reduced to P32,000 per MWh. This price cap is provisionalin nature and shall be subject 
to public consultations and review by the WESM Tripartite Committee. 

 

Open Access and Retail Competition 
 

The EPIRA provides for a system of Open Access to transmission and distribution wires, whereby Transco, its 
concessionaire, the NGCP, and any distribution utility may not refuse the use of their wires by qualified persons, 
subject to the payment of transmission and distribution retail wheeling charges. Conditions for the 
commencement of Open Access are as follows: 

 
(a) Establishment of the WESM; 
 
(b) Approval of unbundled transmission and distribution wheeling charges; 
 
(c) Initial implementation of the cross subsidy removal scheme; 

 
(d) Privatization of at least 70% of the total capacity of generating assets of NPC in Luzon and Visayas; and 

 
(e) Transfer of the management and control of at least 70% of the total energy output of power plants under 

contract with NPC to the IPPAs 
 

As provided in the EPIRA, Open Access shall be implemented in phases. The WESM began operations in Luzon in 
June 2006 and in Visayas in December 2010. 
 
In 2011, the ERC motu proprio initiated proceedings to determine whether Open Access may already be declared 
in Luzon and Visayas. Following various public hearings, the ERC declared December 26, 2011 as the Open Access 
Date when full operations of the competitive retail electricity market in Luzon and Visayas shall commence. All 
electricity end-users with an average monthly peak demand of one MW for the 12 months preceding December 
26, 2011, as certified by the ERC to be contestable customers, were given the right to choose their own electricity 
suppliers. However, on October 24, 2011, upon the request of MERALCO, Private Electric Power Operators 
Association (PEPOA) and Philippine Rural Electric Cooperatives Association, Inc. (PHILRECA) for re-evaluation of 
the feasibility of the December 26, 2011 Open Access Date, the ERC declared the deferment of the 
implementation of Open Access in Luzon and Visayas by reason of the inadequacy of rules, systems, preparations 
and infrastructure required therefor. 
 
In 2012, the ERC, together with the DOE and PEMC, worked on the development of the Transitory Rules to govern 
the initial implementation of Open Access, which rules were finalized and issued by the ERC in December 2012. 
Under the said rules, the ERC declared December 26, 2012 as the Open Access Date, while the period from 
December 26, 2012 to June 25, 2013 was declared as the Transition Period during which the required systems, 
processes and information technology structure relating to Open Access will be developed and finalized, and 
registration of retail electricity suppliers and contestable customers into the WESM database will be instituted. 
The period from June 26, 2013 to December 25, 2013 will cover the initial commercial operation of Open Access. 
From December 26, 2013 onwards, full retail competition will be implemented, with PEMC assigned to perform 
the functions of the Central Registration Body tasked to undertake the development and management of the 
required systems, processes and information technology structure and the settlement of transactions in the 
WESM relating to Open Access. 

 

In Mindanao, a truly competitive environment required by Open Access is not expected in the near future because 
the largest generating asset owned by NPC in Mindanao has yet to be privatized. In December 2013, however, the 
Interim Mindanao Electricity Market commenced operations to address the supply shortfall in the grid through 
the utilization of available resources such that all registered generating facilities are mandated to fully account 
their capacities in the market. 

 

In December 2013, ERC issued revised licensing regulation for RES operating in the retail supply segment. In the 
ERC revised rules, no RES licenses will be issued to generating companies, IPPA and affiliates of distribution 
utilities during a transition period or until the ERC deems appropriate in consideration of market conditions. 
Additional restrictions were provided such as (1) including the contracted capacity of the RES in the grid 
limitations imposed on the total capacity controlled by its affiliate generation companies; (2) limiting the supply 
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by a RES to its affiliate end-users toup to 50% of the RES’ capacity; and (3) limiting the supply by a generation 
company to its affiliate RES toup to 50% of the generation requirements of such RES. The Retail Electricity 
Suppliers Association of the Philippines, Inc. (RESA) has filed in the Regional Trial Court of Pasig City a petition for 
declatory relief with an urgent application for an injunction on the ground that the revised rules are 
unconstitutional and invalid. 

 

Unbundling of Rates and Removal of Subsidies 
 

The EPIRA mandated the unbundling of distribution and wheeling charges from retail rates with such unbundled 
rates reflecting the respective costs of providing each service. It also mandated the removal of cross subsidies 
other than the lifeline rate for marginalized end-users which shall subsist for a period of 20 years, unless extended 
by law. The lifeline rate is a socialized pricing mechanism set by ERC for low-income, captive electricity consumers 
who cannot afford to pay the full cost of electricity. 
 

Implementationof the Performance-based Rate-setting Regulation (PBR) 
 

On December 13, 2006, the ERC issued the Rules for Setting Distribution Wheeling Rates for privately-owned 
distribution utilities entering PBR for the second and later entry points, setting out the manner in which this new 
PBR rate-setting mechanism for distribution-related charges will be implemented. PBR replaces the Return on 
Rate Base (RORB) mechanism which has historically determined the distribution charges paid by customers. Under 
PBR, the distribution-related charges that distribution utilities can collect from customers over a four-year 
regulatory period is set by reference to projected revenues which are reviewed and approved by ERC and used by 
ERC to determine the distribution utility’s efficiency factor. For each year during the regulatory period, the 
distribution utility’s distribution-related charges are adjusted upwards or downwards taking into consideration 
the utility’s efficiency factor as against changes in overall consumer prices in the Philippines. 
 

The ERC has also implemented a PIS whereby annual rate adjustments under PBR will take into consideration the 
ability of a distribution utility to meet or exceed service performance targets set by ERC, such as the: (i) average 
duration of power outages, (ii) average time of restoration to customers and (iii) average time to respond to 
customer calls, with utilities being rewarded or penalized depending on their ability to meet these performance 
targets. 
 

Cotabato Light’s second regulatory period ended on March 31, 2013.  A reset process should have been initiated 
18 months prior to the start of the thirdregulatory period covering April 1, 2013 to March 31, 2017.  The reset 
process, however, has been delayed due to the issuance of an Issues Paper on the Implementation of PBR for 
distribution utilities under the RDWR by the ERC in 2013.  This paper aims to revisit various matters relating to the 
reset process.  The ERC has solicited comments from industry participants and has been holding public 
consultations on the Issues Paper. 
 
In March 2013, VECO and Davao Light filed their rate translation application for the fourth regulatory year from 
July 1, 2013 to June 30, 2014.  The ERC set the distribution, supply and metering charges of Davao Light and VECO 
in its Decisions dated June 24, 2013.  In the case of VECO, since its implementation of the rate translation in the 
third regulatory year was delayed by five months, recovery for the under-recovery was included in its MAP 
recalculation for the fourth regulatory year. A motion for reconsideration was filed by VECO on July 26, 2013 for 
the ERC to amend its rate design to fully achieve the correct Annual Revenue Requirement for the fourth 
regulatory year.  The said motion was decided upon by ERC in an Order dated December 9, 2013 (docketed 
January 16, 2014) modifying the approved rates in the previous Decision.  The under-recoveries arising therefrom 
may be recovered in the next rate filing under the K-factor (correction factor) of the MAP formula. 
 

For SEZ's and SFELAPCO’s second regulatory year covering October 1, 2012 to September 30, 2013, SEZ was able 
to implement the new rate schedule in January 2013 while SFELAPCO’s implementation began in April 2013.  
Consequently, the resulting under-recoveries from the lag starting from October 1, 2012 were included by 
SFELAPCO and SEZC as under-recoveries in its rate filings in the third regulatory year.  The said applications are 
under ERC’s review as of the end of 2013. 
 

Compliance with the Philippine Distribution Code and the Philippine Grid Code 
 

Each of the AboitizPowerDistribution Utilities has submitted to ERC a Compliance Monitoring Report based on a 
self-assessment of a distribution utility’s compliance with the Philippine Distribution Code.  These Compliance 
Monitoring Reports were accompanied by Compliance Plans which outline the activities and projects to be 
undertaken by a distribution utility to fully comply with the prescribed technical, performance and financial 
standards of the Philippine Distribution Code. 
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Similarly, APRI, TMI and Hedcor have submitted to the ERC their respective Grid Compliance Monitoring Report 
based on self-assessments of their compliance with all prescribed technical specifications and performance 
standards of the Philippine Grid Code.  Reliable and attainable Compliance Plans accompanied these reports to 
outline the activities and projects that will cause compliance by a generation company with the requirements of 
the Philippine Grid Code. 
 

Reduction of Taxes and Royalties on Indigenous Energy Resources 
 

EPIRA mandates the President of the Philippines to reduce the royalties, returns and taxes collected for the 
exploitation of all indigenous sources of energy, including but not limited to, natural gas and geothermal steam, 
so as to effect parity of tax treatment with the existing rates for imported coal, crude oil, bunker fuel and other 
imported fuels. Following the promulgation of the implementing rules and regulations, Former President Gloria 
Macapagal-Arroyo enacted Executive Order No. 100 to equalize the taxes among fuels used for power generation. 
 

Proposed Amendments to the EPIRA 
 

Since the enactment of the EPIRA, members of Congress have proposed various amendments to the law and its 
implementing rules and regulations. A summary of the significant proposed amendments are as follows: 
 

(a)  Disallowance of the recovery of stranded debts and contract costs by the NPC, PSALM, generation 
companies and distribution utilities; 

 

(b) Modification of the definition of the term “Aggregator,” which is proposed to mean a person or entity 
without legislative franchise which is duly licensed by the ERC to engage in consolidating electric power 
demands of end-users of electricity in a contestable market within a franchise territory of another party 
for the purpose of purchasing and reselling electricity on a group basis; 

 

(c) Imposition of an additional requirement that an Independent Power Producer (IPP) must have an existing 
purchase power contract with NPC or a distribution utility; 

 

(d)  Notice to interested parties and public hearing are required for the performance of the following acts: 
 

(i) determination of the captive market by the ERC; 
 

(ii) determination of contestable customers by the ERC; 
 

(iii) determination of the method for computing the price of electricity in the WESM; 
 

(iv) approval of transmission charges, wheeling charges, connection fees and retail rates by the ERC; and 
  
 

(v) determination of whether the cost of administering and operating the WESM shall be recovered by 
the market operator through a charge imposed on all market members; 

 

(e) Modification of the definition of Subtransmission Assets to apply to all facilities of the same class 

regardless of voltage; 
 

(f) The use of “least cost” instead of “full recovery of prudent and reasonable economic costs” as the 
standard for the computation of retail rates by distribution utilities. “Least Cost” is defined as the 
efficient and effective rate that would be incurred to meet the requirement of the captive market of each 
distribution utility; 

 

(g) Electric cooperatives are given access to the missionary electrification fund collected through universal 
charges; 

 

(h) Exclusion of the following items from the rate base charged by Transco and distribution utilities to the 
public: corporate income tax, value of the franchise, value of real or personal property held for possible 
future growth, costs of over-adequate assets and facilities, and amount of all deposits as a condition for 
rendition and continuation of service; 

 

(i) Prohibition of cross-ownership between generation companies and distribution utilities or any of their 
subsidiaries, affiliates, stockholders, officials or directors, or the officials, directors, or other stockholders 
of such subsidiaries or affiliates, including the relatives of such stockholders, officials or directors within 
the fourth civil degree of consanguinity; 
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(j) Prohibition against distribution utilities under bilateral electric power supply contracts from sourcing 
more than 33% of its total electric power supply requirements from a single generation company or from 
a group of generating companies wholly-owned or controlled by the same interests; 

 

(k) Addition of the following exceptions under Section 45 of EPIRA (Cross Ownership, Market Power Abuse 
and Anti-Competitive Behavior): (1) generating companies utilizing or producing power from site-specific 
indigenous and renewable energy source such as hydro, geothermal and wind power and (2) if the 
breach in market share limits is due to the temporary or permanent shutdown or non-operation of other 
generating facilities; 

 

(l) Exemption or deferral of the privatization of some assets of NPC, such as the Unified Leyte (Tongonan) 
Geothermal Complexes, Agus and Polangui Complexes and Angat Dam; 

 

(m) Expansion of the definition of host communities to include all barangays, municipalities and provinces or 
regions which protect and maintain watersheds that are providing water supply to the dam or 
hydroelectric power generating facility; 

 

(n) Imposition of a uniform franchise tax for distribution utilities equivalent to 3% of gross income in lieu of 
all taxes; and 

 

(o) Provision of the following rights to consumers of electricity: (i) right to quality, reliable, safe and regular 
supply of electricity; (ii) right to courteous, prompt and nondiscriminatory service by electric service 
providers; (iii) right to transparent, non-discriminatory and reasonable price of electricity; (iv) right to 
access information on matters affecting electric service; (v) right to prompt and speedy disposition of 
complaints; (vi) right to knowledge and freedom to choose electric service retailer upon implementation 
of retail competition; and (vii) right to organize as a consumer organization. 

 
The Renewable Energy Act of 2008 

 
RA 9513, or the Renewable Energy Act of 2008 (RE Law), was signed into law by Former President Arroyo on 
December 16, 2008 and became effective in January 2009. 
 
Among the RE Law’s declared policies is to accelerate and develop the use of the country’s renewable energy (RE) 
resources to (a) reduce the country’s dependence on fossil fuels, thereby minimizing exposure to price 
fluctuations in the international markets, and (b) reduce or prevent harmful emissions and promote a healthy and 
sustainable environment. 

 
The RE Law imposes a government share on existing and new RE development projects at a rate of 1% of gross 
income from sale of renewable energy and other incidental income from generation, transmission and sale of 
electric power except for indigenous geothermal energy which shall be at a rate of 1.50% of gross income. 
Microscale projects for communal purposes and non-commercial operations with capacities not exceeding 100 
kW will not be subject to this government share. 
 
The RE Law offers fiscal and non-fiscal incentives to RE developers, including developers of hybrid systems, subject 
to certification by the DOE in consultation with the BOI. These incentives include income tax holiday for the first 
seven years of commercial operations; duty-free importations of RE machinery, equipment and materials effective 
within ten years upon issuance of certification, provided, said machinery, equipment and materials are directly 
and actually needed and  exclusively used in RE facilities; special realty tax rates on civil works, equipment, 
machinery and other improvements of a registered RE developer not exceeding 1.50% of the net book value; net 
operating loss carry-over; corporate tax rate of 10% after the seventh year; accelerated depreciation; zero-
percent value-added tax on sale of fuel or power generated from RE sources and other emerging sources using 
technologies such as fuel cells and hydrogen fuels and on purchases of local supply of goods, properties and 
services needed for the development, construction and installation of RE facilities; cash incentives for missionary 
electrification; tax exemption on the sale of carbon emission credits; and tax credit on domestic purchases of 
capital equipment and services. 
 
All fiscal incentives apply to all RE capacities upon effectivity of the RE Law. RE producers from intermittent RE 
resources are given the option to pay transmission and wheeling charges on a per kilowatt-hour basis at a cost 
equivalent to the average per kilowatt-hour rate of all other electricity transmitted through the grid. Qualified and 
registered RE generators with interemittent RE resources shall be considered “must dispatch” based on available 
energy and shall enjoy the benefit of priority dispatch. Electricity generated from RE resources for the generator’s 
own consumption and/or for free distribution to off-grid areas is exempt from the universal charge. The RE Law 
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further provides financial assistance from government financial institutions for the development, utilization and 
commercialization of renewable energy projects, as may be recommended and endorsed by the DOE. 

 

Pursuant to Department Circular No. DO2009-05-008 dated May 25, 2009 (Rules and Regulations Implementing 
the Renewable Energy Act of 2008), the DOE, the Bureau of Internal Revenue (BIR) and the Department of Finance 
(DOF) shall, within six months from its issuance, formulate the necessary mechanism and/or guidelines to 
implement the entitlement to the general incentives and privileges of qualified RE developers. However, as of this 
date, no specific guidelines or regulations have been issued by the relevant implementing agencies. Such being 
the case, the RE companies of AboitizPower, such as APRI, LHC, Hedcor Sibulan, Hedcor Tamugan, SNAP-Magat 
and SNAP-Benguet, filed on August 6, 2010 a request before the BIR Law Division for a ruling on the application of 
zero-rated value added tax on all its local purchases of goods and services needed for the development of RE 
plant facilities, exploration and development of RE sources and their conversion into power. To date, the said 
request is still pending with the BIR Law Division. 

 

In Resolution No. 10, Series of 2012, the ERC adopted the following FIT and degression rates for electricity 
generated from biomass, run-of-river hydropower, solar and wind resources: 
 

 FIT Rate (P/kWh) Degression Rate 

Wind 8.53 0.5% after year 2 from effectivity of FIT 

Biomass 6.63 0.5% after year 2 from effectivity of FIT 

Solar 9.68 6% after year 1 from effectivity of FIT 

Hydro 5.90 0.5% after year 2 from effectivity of FIT 
 

In early 2014, the ERC issued the guidelines on the collection of the FIT allowance (FIT-All) and the disbursement 
of the FIT-All Fund by Transco.  The FIT-All shall be a uniform charge to be collected for the guaranteed payment 
of the FIT for electricity generator from emerging renewable energy technologies and actually delivered to the 
transmission and/or distribution network by RE developers. 

 

Similarly, in 2013, the ERC had issued the rules enabling the net metering program for RE.  The rules, among 
others, seek to encourage end-users to participate in RE generation by requiring distribution utilities, upon the 
request of a distribution end-user with an installed RE system, to enter into a net metering agreement with such 
end-user, subject to technical considerations and without discrimination. 
 

The National Renewable Energy Board (NREB) is presently in the process of preparing the Renewable Portfolio 
Standards which, under the RE Law, shall be a market-based policy requiring electricity suppliers to source an 
agreed portion of their energy supply from eligible RE resources. It is likewise in the process of drafting rules 
enabling the net metering program for RE, which shall govern distributed generation and providing for the criteria 
of eligibility of RE developers to the FIT. 
 
New ERC Regulation on Systems Loss Cap Reduction 

 

Under ERC Resolution No. 17, Series of 2008, the actual recoverable systems losses of distribution utilities was 
reduced from 9.50% to 8.50%. The new system loss cap was implemented in January 2010. 

 

Under the new regulation, actual company use of electricity shall be treated as an expense of the distribution 
utilities, particularly, as an O&M expense in the PBR applications. 

 

In December 2009, VECO and Cotabato Light filed separate petitions in the ERC for the deferment of 
theimplementation of the new systems loss cap of 8.50%, citing circumstances peculiar to their respective 
franchise and beyond the control of VECO and Cotabato Light that affect the system loss incidence in their areas.  
Although these petitions remain pending before the ERC, unaccounted systems losses of VECO and Cotabato Light 
in 2013 stood at 7.79% and 8.32%, respectively. 
 
Proposed Power Supply Agreement (PSA) Rules 
 
ERC introduced the draft “Rules Governing the Execution, Review and Evaluation of Power Supply Agreements 
Entered into by Distribution Utilities for the Supply of Electricity to their Captive Market” in October 2013. In the 
proposed rules, a distribution utilities is required to undertake a competitive selection process before contracting 
for supply of electricity to its captive market and ERC shall establish a benchmark rate that shall serve as reference 
price to assess the price that a generation company may offer. The draft rules also provide that the ERC’s decision 
on a power supply agreement shall be binding on the parties and any termination or “walk-away” clause shall not 
be allowed. AboitizPower submitted its position paper to the ERC stating that the proposed rules will violate the 
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equal protection clause of the 1987 Philippine Constitution and the mandate and intent of the EPIRA in 
connection with the ERC’s regulatory power.  As of date, the proposed rules are still the subject of public 
consultations by the ERC. 
 
Pricing and Cost Recovery Mechanism (PCRM) 
 
Reserves are forms of ancillary services that are essential to the management of power system security.  The 
provision of reserves facilitates the orderly trading, and ensures the quality, of electricity. 
 
As provided in the WESM Rules, when reasonably feasible, the Market Operator, in coordination with the System 
Operator, shall establish and administer a spot market for the purchase of certain reserve categories.  The reserve 
categories that shall be traded in the WESM are regulating, contingency and dispatchable reserves as well as 
interruptible loads in lieu of reserves. 
 
The WESM Reserve PCRM is intended to supplement the WESM Price Determination Methodology for purposes 
of providing the details of formula and procedures by which reserve trading amounts and reserve cost recovery 
charges for the categories of reserve that will be traded in the WESM are calculated.  Once approved by the ERC, 
this Reserve PCRM will apply to all reserve categories traded in the WESM and will supersede, to this extent, the 
Ancillary Services Cost Recovery Mechanism of the National Transmission Corporation. 
 
The Reserve PCRM covers the determination of (a) reserve trading amounts of reserve providers; (b) 
determination of reserve cost recovery charges; and (c) administered reserve prices and reserve cost recovery 
charges.  As of date, the Reserve PCRM is the subject of an application by the Market Operator, which is pending 
the approval of the ERC. 

 
(xii) Estimate of Amount Spent for Research and Development Activities 
 

AboitizPower and its Subsidiaries do not allocate specific amounts or fixed percentages for research and 
development. All research and developmental activities are done by AboitizPower’s Subsidiaries and Affiliates on a 
per project basis.   The allocation for such activities may vary depending on the nature of the project. 
 
 
(xiii) Costs and Effectof Compliance with Environmental Laws 
 

AboitizPower’s generation and distribution operations are subject to extensive, evolving and increasingly stringent 
safety, health and environmental laws and regulations. These laws and regulations, such as the Clean Air Act 
(RA8749), address concerns relating to, among other things, air emissions; wastewater discharges, the generation, 
handling, storage, transportation, treatment and disposal of toxic or hazardous chemicals, materials and waste; 
workplace condition; and employee’s exposure to hazardous substances. Standard laws and regulations that 
govern business operations include the Ecological Solid Waste Management Act (RA 9003), Clean Water Act (RA 
9275), Toxic Chemical Substances and Hazardous Waste Act (RA 6969) and Philippine Environmental Impact 
Statement System (PD 1586).  The Renewable Energy Act of 2008 (RA 9513) adds new and evolving measures that 
must be complied with. The law ushers new opportunities for the Company and sets competitive challenges. 
Regulations such as Energy Regulation1-94 gets the companies to allocate funds for the benefit of host 
communities. Compliance is not only for the protectionof the natural environment but also of the communities 
that inhabit the landscape. 
 
Each of AboitizPower Generation Companies and Distribution Utilities has incurred, and expects to continue to 
incur, operating costs and capital expenditures to complywith safety, health and environmental laws and 
regulations. An example is AboitizPower’s hydropower companies allocating a budget for watershed management 
system in the watersheds where their projects are located. Designated pollution control officers in the different 
business units closely monitor compliance to the requirements of the above laws. 
 
In 2012, AboitizPower and its Subsidiaries and Affiliates did not incur any major sanctions for violation of 
environmental standards and law. Investments for occupational health and safety measures paid off for some 
companies who have gained recognition for operating without accidents. 
 
In 2012, AboitizPower companies Hedcor Sibulan, Hedcor (hydro) and APRI (geothermal) wereaccorded the 
DENR’s Environmental Partnership Program for superior environmental performance. This recognition is given to 
companies who show evidence of “going beyond simple compliance, and being driven by competitiveness, image 
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and supply chain requirements to improve their performance”. SNAP-Benguet (Binga Plant) was awarded the ERC’s 
Compliance Certificate for its compliance to energy laws, orders and regulations; while the SNAP-Benguet 
(Ambuklao Plant) was awarded Silver Prize in the Best Power Plant Upgrade category by the Asian Power Awards. 
Each of SNAP-Benguet and SNAP-Magat sustained its ISO 14001 certification.  CPPC received various awards and 
recognition for excellent environmental performance, particularly with respect to air and water quality. 
 
AboitizPower continues to be cognizant of new opportunities to comply with regulatory requirements and 
improvement of systems to prevent adverse impacts to the environment or affected ecosystems. 
 
(xiv) Employees 
 
On the parent company level, AboitizPower has a total of 205 employees as of March 31, 2014 composed of 
executive, supervisory, and rank and file staff.  There is no existing collective bargaining agreement covering 
AboitizPower employees.  The Company cannot anticipate the employees it expects to have for the succeeding 
year because of the dynamic nature of its businesses. 
 
The following table provides a breakdown of total employee headcount on a per company basis, according to 
employees' function, as of March 31, 2014: 
 

Business Unit 

Number of Employees 

Unionized 
Employee 

Expiry of 
Collective 
Bargaining 
Agreement 

(CBA) 

Total Executives Managers Supervisors Rank & File Contractual 

AboitizPower 205 45 40 26 91 3 N/A N/A 

AESI 2 0 0 0 2 0 N/A N/A 

BEZ 5 0 0 1 4 0 N/A N/A 

MEZ 8 1 0 1 5 1 N/A N/A 

ARI 0 0 0 0 0 0 N/A N/A 

APRI 271 8 18 46 199 0 61 May 2, 2017 

CPPC 108 0 2 12 33 61 N/A N/A 

EAUC 99 1 3 14 27 54 N/A N/A 

LHC 32 0 2 7 23 0 N/A N/A 

MORE 79 12 14 18 31 4 N/A N/A 

SEZ 39 2 4 4 27 2 N/A N/A 

SN Aboitiz 
Power - 
Generation, Inc. 

15 0 3 1 5 6 N/A N/A 

SNAP-Magat 44 1 3 16 21 3 N/A N/A 

SNAP-Benguet 64 1 4 25 30 4 N/A N/A 

STEAG Power 197 3 17 41 136 0 N/A N/A 

WMPC 90 0 7 19 62 2 N/A N/A 

SPPC 66 0 4 14 46 2 N/A N/A 

Cotabato Light 60 1 2 15 39 3 39 June 30, 2014 

Davao Light 358 12 25 68 245 8 142 June 16, 2016 

Hedcor 395 13 16 49 198 119 142 September 19, 
2017 

VECO 437 7 28 56 333 13 188 December 31, 
2016 

SFELAPCO 269 2 14 7 62 184 62 May 11, 2014 

TOTAL NO. OF 
EMPLOYEES 

2,843 109 206 442 1,619 469 634  
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The Company does not anticipate any increase in manpower within the next 12 months, unless new development 
projects and acquisitions would materially require an increase. 
 
On October 28, 2010, the Visayan Electric Company Employees Union-ALU-TUCP (the Union) filed a Notice of 
Strike against VECO on grounds of unfair labor practice for alleged illegal dismissal of the union president and 
officers and alleged failure to observe the grievance procedure in the CBA. The Secretary of Labor assumed 
jurisdiction over the strike and remanded the illegal dismissal case of the union president to the National Labor 
Relations Commission (NLRC) for compulsory arbitration. 

 

On June 30, 2011, the NLRC dismissed the charge of unfair labor practice against VECO for lack of merit, and 
declared legal the dismissal from employment of the union president. The Union moved to reconsider the adverse 
decision of the NLRC, but the motion was denied. Consequently, on October 18, 2011, the Union filed a petition 
for certiorari which was dismissed by the Court of Appeals (CA) for being filed out of time.  On March 14, 2013, 
the Union filed a petition for certiorari before the Supreme Court questioning the decision of the CA. 

 

VECO filed its comments to the petition last July 1, 2013.  The Union was ordered to file its reply pursuant to a 
resolution by the Supreme Court dated September 16, 2013.  Despite the aforementioned Supreme Court 
resolution, no reply has been filed by the Union.  The petition has already been submitted for resolution. 

 
(xiv)  Major Risk/s Involved in the Business 
 
An integral part of AboitizPower’s Enterprise Risk Management efforts is to anticipate, understand and address 
the risks that the Company may encounter in the businesses it is involved in.  Certain risks, however, are inherent 
to specific industries that are not within the direct control of AboitizPower or its investee companies.  Of note are 
the following risks: 
 
Reputation Risk 

 
AboitizPower recognizes that its reputation is its single most valuable asset.  It is a competitive advantage that 
enables the Company to earn the trust of its stakeholders.  The Company is cognizant of the fact that the 
reputation it has today took generations to firm up, and it is therefore something that the Company wants to 
protect, build and enhance continuously. 
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Amid heightened stakeholder expectations and vigilance, regulators and legislators are under pressure to be more 
protective of the interests of consumers.  This has created a new environment where compliance to higher 
corporate governance standards and corporate reputation has become a differentiating asset as well as the 
number one risk.   
 
Managing AboitizPower’s reputation requires understanding of its reputational terrain, which has now expanded 
from the usual general public to its very own team members, partners, shareholders, lenders, communities in 
which it operates, non-governmental organizations, the regulators, advocacy groups and those in traditional 
media and social media. 
 
The views of its stakeholders and their perception of the image that the Company communicates over time 
determine the employer brand, societal and regulatory brand, customer brand and shareholder brand. 
 
At AboitizPower, managing reputational risk, which could be the effect of an occurrence of another risk, is done 
thru: 

 
• Building the organization’s capability through a formalized governance structure and an intelligence 

process 
• Implementing anticipatory issues management 
• Development and implementation of a groupwide social media policy and strategy 
• Development of brand champions and brand advocates through effective corporate communication and 

branding programs 
• Ensuring brand integrity by establishing reputation metrics, aiming to close the gap between how the 

Company projects itself and how others perceive the Company 
• Integrating sustainable practices across the value chain and ensuring that long-term decisions balance 

the interest of people, planet and profit. 
 

Competition Risk 
 
AboitizPower will be facing pivotal changes in the power industry in the next few years.  Investments in Greenfield 
projects by competitors are starting to pour in, with new players coming into the game.  The power industry is 
now moving into a situation where there will be adequate or even, as some fear, an oversupply of electricity 
across all grids. 
 
The Company’s strength lies in its diversified portfolio of generation assets.  Over the next several years, 
AboitizPower looks to expand its portfolio of generation assets by implementing the various Greenfield and 
Brownfield projects. 
 
AboitizPower continues to closely evaluate the investment viability of the remaining power generation assets that 
PSALM intends to auction off.  The Company is also keen on participating in PSALM’s public auction for IPP 
administrator contracts, which involves the transfer of the management and control of the total energy output of 
power plants under contract with the NPC to IPPAs. 
 
Open Access and Retail Competition 
 

Over 70% of NPC’s generating assets and IPP contracts have been privatized.  The WESM is now operational in 
Luzon and Visayas, and an Interim Mindanao Electricity Market has been established in 2013.  
 

Under Open Access, eligible contestable customers - defined as end-users with a monthly average peak demand 
of at least one MW in the preceding 12 months - will have the option to source their electricity from eligible 
suppliers that have secured a Retail Electricity Suppliers (RES) license from the ERC. 
 
Open Access will give end users the power of choice and will remain a crucial ingredient to the Company’s growth 
plans.  The Company is fully aware of the effect of Open Access on its protected franchises but it is in these 
challenges where AboitizPower sharpen its competitive edge and bank on its grasp of the industry to offer better 
power solutions that will differentiate it from its competitors. 
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AboitizPower has two wholly-owned Subsidiaries, AESI and AdventEnergy, that are licensed RES.  These 
Subsidiaries can enter into contracts with eligible contestable customers.  Moreover, AboitizPower’s generation 
assets that have uncontracted capacities will be able to have direct access to these customers through 
AboitizPower’s licensed RES. 

 
Trading Risks 
 

Power spot prices are subject to significant volatility from supply and demand changes.  Both long-term and short-
term power prices may also fluctuate substantially due to factors outside of AboitizPower’s control.  These factors 
include forced outages, transmission constraints, disruptions in the delivery chain, weather conditions and 
changes in fuel price.  These have caused and are expected to cause fluctuation or instability in the operating 
results of the generation companies, particularly those that sell substantial portions of the electricity they 
generate to the WESM. 
 

AboitizPower plans to manage these risks by having a balanced portfolio of contracted and spot capacity. In 
particular, it intends to contract a majority of its base load and diesel capacity under price-stable bilateral 
contracts and offer most of its hydroelectric capacity for peaking and ancillary services. 
 

Regulatory Risk 
 

AboitizPower’s generation and distribution businesses are subject to constantly evolving regulations. Regulators 
are tightening their scrutiny, and the public has become more vigilant and involved in the power debate. 
 

To respond proactively to potential fundamental changes that can impact its businesses, AboitizPower’s 
regulatory team works very closely with its Generation and Distribution Companies and maintains open lines of 
communication with regulatory agencies.  The regulatory team actively participates in consultative processes that 
lead to the development of new rules and policies covering the power industry. 
 

The Company’s regulatory team has also developed a strategy anchored on long-term views of expected or 
anticipated changes in the regulatory field.  Its approach integrates understanding how regulations will affect its 
businesses, and planning and preparing for expected changes in regulation, rather than waiting for regulations to 
be imposed. 
 

Business Interruption due to Natural Calamities and Critical Equipment Breakdown 
 

Loss of critical functions and equipment caused by natural calamities such as earthquakes, typhoons and floods 
could result in a significant interruption of the Company’s businesses.  Interruption may also be caused by other 
factors such as major equipment failure, fires and explosions, hazardous waste spills, workplace fatalities, 
terrorism and other serious risks. 
 

An Asset Management Program is currently being implemented by the Generation Group, with regular preventive 
maintenance of the Company’s facilities being strictly observed and loss prevention controls being continually 
evaluated and strengthened. 
 
Business interruption insurance has also been procured to cover the potential loss in gross profits in the event of a 
major damage to AboitizPower’s critical facilities and assets. 
 
In addition, to ensure the continuity of operations in the event of a business interruption, AboitizPower have 
completed the development of Business Continuity Plans in 2013.  The recent experience with Typhoon Yolanda 
and the Bohol Earthquake gave some valuable lessons on how AboitizPower can further enhance its business 
continuity plan, response and capabilities.  These enhancements will be implemented in 2014. 
 
Financial Risks 

 
In the course of the Company’s operations, it is exposed to financial risks.  These are: (a) interest rate risks 
resulting from movements in interest rates that may have an impact on outstanding long-term debt; (b) credit risk 
involving possible exposure to counter-party default on its cash and cash equivalents, Available-For-Sale 
investments and trade and other receivables; (c) liquidity risk in terms of the proper matching of the type of 
financing required for specific investments; and (d) foreign exchange (forex) risk in terms of forex fluctuations that 
may significantly affect its foreign currency-denominated placements and borrowings. 
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Fuel Supply Risk 
 

AboitizPower has several thermal plants – TLI that uses coal, and CPPC, EAUC, TMI and TMO that use Bunker-C 
fuel.  These fuel types are subject to significant fluctuation in fuel prices and supply issues. 
 

On the supply side, AboitizPower’s business units using bunker C fuel, namely, CPPC, EAUC, TMI and TMO, enter 
into and renew their medium-term supply contracts with the biggest oil companies in the country who have 
consistently delivered on their contractual commitments.  At the same time, the group continuously scans the 
supply spectrum for better opportunities. 
 

Likewise, TLI has long term coal supply agreements with different suppliers of performance and blending coal, and 
it continuously evaluates other coals to establish more sources in order to ensure stability of supply. 
 

Project Risks 
 

In 2013, AboitizPower has completed the rehabilitation efforts on the facilities in Tiwi, MakBan and Binga as well 
as of its four Navotas power barges. The Company has made significant progress on its Greenfield coal plant 
projects in Davao and its small hydro projects, Tudaya 1 and 2 in Sibulan.  In the same year, AboitizPower also 
broke ground on its Sabangan small hydro project in Mt. Province.   
 

Between 2014 and 2018, AboitizPower lined up several Greenfield and Brownfield projects across the country 
that will yield potential capacity opportunities of over 2,000 MW.  The year 2014 will clearly be a point of 
inflection from rehabilitation to construction of Greenfield projects to execution.  This is a big shift that comes 
with a whole new set of risks that the Company needs to pay attention to and manage. 
 

To ensure the success of these projects, AboitizPower is partnering with contractors and suppliers of established 
reputation.  As the Company deals with uncertain events and conditions that may have either positive or negative 
effects on its project objectives, it began implementing a Project Risk Management program and framework in 
2012.  
 

Implementing Project Risk Management increases the likelihood of success of these Greenfield projects, especially 
in achieving cost, time and performance objectives.  
 

This includes identifying, assessing and managing risks at various stages of the project lifecycle – pre-
development, development and during execution.  A regular review of the project risk management plans is also 
being performed to monitor implementation of risk control measures.  
 

Item 2. Properties 
 

The Company’s head office is located at the 32
nd

 Street, Bonifacio Global City, Taguig City, Metro Manila, 
Philippines.  Its offices at the NAC Tower, 32

nd
 Street, Bonifacio Global City, Taguig City, Metro Manila, Philippines 

is leased from Manta Equities, Inc. for a period of ten years, renewable for another 5 years.  Manta Equities, Inc. 
has no relationship to the Company.  
 

On a consolidated basis, in 2013, AboitizPower’s Property, Plant and Equipment were valued at P106.75 bn as 
compared to P85.15 bn for 2012.  The breakdown of the Company’s Property, Plant and Equipment as of 
December 31, 2013 and December 31, 2012 is as follows: 

 

Property, Plant and Equipment 2013 2012 

Land P1,079,468 P854,556 

Buildings, Warehouses and Improvements 3,239,327 2,628,001 

Powerplant, Equipment and Steamfield Assets 84,148,750 75,733,614 

Transmission, Distribution and Substation Equipment 10,886,448 5,879,842 

Transportation Equipment 903,676 622,169 

Office Furniture, Fixtures and Equipment 342,447 326,682 

Leasehold Improvements 621,144 448,001 

Electrical Equipment 

 

2,433,283 1,934,437 

Meter and Laboratory Equipment 1,076,246 540,541 
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Tools and Others 533,276 399,368 

Construction in Progress 20,662,391 11,585,972 

Less: Accumulated Depreciation and Amortization 19,171,705 15,807,885 

TOTAL P106,754,751 P85,145,298 

Note: Values for the above table are in thousand Philippine Pesos. 

 
Locations of Principal Properties and Equipment of the Company’s Subsidiaries are as follows: 

 
SUBSIDIARY  DESCRIPTION LOCATION/ADDRESS CONDITION 

Cotabato Light Industrial land, buildings/ 
plants, equipment and machineries 

Sinsuat Avenue, Cotabato City In use for 
operations 

Davao Light Industrial land, buildings/ 
plants, equipment and  machineries 

P. Reyes Street,Davao City and 
Bajada, Davao City 

In use for 
operations 

Hedcor Hydropower plants Kivas, Banengneng, Benguet; 
Beckel, La Trinidad, Benguet; 
Bineng, La Trinidad, Benguet; Sal-
angan, Ampucao, Itogon, Benguet; 
and Bakun, Benguet 

In use for 
operations 

Hedcor Sibulan Hydropower plant Santa Cruz, Sibulan, Davao del Sur In use for 
operations 

CPPC Bunker C thermal power plant Cebu City, Cebu In use for 
operations 

APRI Geothermal power plants Tiwi, Albay; Caluan, Laguna; and 
Sto. Tomas, Batangas 

In use for 
operations 

TMI Barge-mounted diesel power plants Nasipit, Agusan del Norte and 
Barangay  San Roque, Maco, 
Compostela Valley 

In use for 
operations 

TMO Barge-mounted diesel power plants Navotas Fishport, Manila Under 
rehabilitation TSI Land Davao City and Davao del Sur For plant site  

Therma Land Bato, Toledo, Cebu For plant site 

 

TSI’s property located at Davao City and Davao del Sur is currently mortgaged as security for the company’s P24 B 
syndicated loan. The syndicated loan was secured to finance the development, engineering, design, construction, 
operation and maintenance of the company’s electric power generation facilities in Davao.  
 
Item 3.  Legal Proceedings 
 

Material Pending Legal Proceedings 
 

VECO Redundancy Program 
 

Jeanu A. Du, et. al vs. VECO (Aguinaldo Agramon et.al.) 
NLRC RAB VII Case No. 04-0956-06 
NLRC RAB VII Case No. 05-1014-06 
NLRC RAB VII Case No. 05-1070-06 
NLRC RAB VII Case No. 05-1099-06 
NLRC RAB VII Case No. 05-1146-06 
NLRC RAB VII Case No. 05-1193-06 
NLRC RAB VII Case No. 06-1253-06 
NLRC RAB VII Case No. 06-1300-06 
NLRC RAB VII Case No. 06-1404-06 
NLRC RAB VII Case No. 08-1708-06 
 

CA GR SP No. 03379 
Court of Appeals, 19th Division 
June 15, 2006 
 

SC GR No. 203410 
Supreme Court  
 

VECO is involved in cases for illegal dismissal and/or non-payment of retirement benefits filed by approximately 
120 former VECO employees claiming back wages, damages and reinstatement.  These employees previously 
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accepted VECO’s redundancy program, a program initiated in 2004 and explained and discussed at length with 
VECO’s labor union and entire work force at that time.  
 

After receiving their separation benefits under the redundancy program, these employees questioned their 
separation from VECO and filed illegal dismissal cases.  All these cases were decided in favor of VECO at the labor 
arbiter and Court of Appeals (CA) levels.  One of the cases, Alejo C. Pol, et. al vs. VECO, reached the Supreme 
Court and was decided in favor of VECO, with the Supreme Court declaring the redundancy program as a valid 
exercise of management prerogative. 
 
On November 26, 2012, the Supreme Court issued a resolution on the remaining case questioning the redundancy 
program, Jeanu A. Du, et. al. vs. VECO.  In the said resolution, the Supreme Court ruled in favor of VECO and 
declared that the redundancy program was a valid exercise of management prerogative.  The Judgment was 
entered on October 16, 2013. 
 
VECO vs. Roy Salubre, et. al. 
Civil Case No. CEB-36172 
RTC Branch 16, Cebu City 
 
CA-GR CEB Sp. No. 05752 
Court of Appeals 
 
SC GR No. 210517 
Supreme Court 
 
This case was filed by VECO against the Province of Cebu to question the legality of the assessment of delinquency 
in the payment of real property taxes on VECO’s electric posts and transformers located in Consolacion, Cebu.   
 
It is VECO’s position that its electric poles and transformers are exempt from real property taxes on the ground 
that these are not real properties.  VECO also maintains that it is exempt from paying real property tax on electric 
posts and transformers by virtue of its legislative franchise (RA 9339).  VECO’s position was upheld by the Regional 
Trial Court (RTC).  The Province of Cebu contested the decision of the lower court and elevated the case to the CA.   
 
On June 19, 2013, the CA dismissed the appeal of the Province of Cebu on the ground that appeal was the wrong 
mode to assail the decision of the lower court. The Province of Cebu filed a Motion for Reconsideration.  The CA 
denied the Motion of Reconsideration, saying that the Province of Cebu “did not raise any new or substantial 
reason that would merit upturning of our findings in the assailed Decision.” 
 
The Province of Cebu filed on January 15, 2014 a Petition for Certiorari before the Supreme Court to contest the 
decision of the CA. 
 
In The Matter of the Assessed Real Property Tax On Electric Posts And Transformers 
Located Within Talisay City 
Local Board of Assessment Appeals- Talisay City 
December 30, 2003 
 
On October 29, 2003, the Local Board of Assessment Appeals (LBAA) of Talisay City, Cebu issued a Notice of 
Assessment and Tax Bill (for Tax Declaration Nos. 68006 to 68065) against VECO for P10.50 mn of real property 
tax on VECO’s electrical posts and transformers.  The assessment was increased to P16.90 mn in 2004.  On 
November 17, 2005, the assessment was further increased to P17.50 mn.  In 2003, VECO paid under protest the 
amount of P2 mn.  This matter is currently pending before the LBAA of Talisay City. 
 
VECO filed on May 10, 2007 a letter-request for legal opinion/confirmation before the Bureau of Local 
Government Finance, Department of Finance (BLGF-DOF) as regards the exemption from real property tax of 
VECO’s electrical poles pursuant to VECO’s legislative franchise.  This request is also pending for resolution. 
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In The Matter Of  The Assessed Real Property Tax On Electric Posts And Transformers 
Located Within The MunicipalitiesOf Minglanilla, Consolacion and Lilo-an, Province of Cebu 
Local Board of Assessment Appeals- Province of Cebu 
September 23, 2008 
 
On July 25, 2008, the Provincial Assessor of Cebu issued a Notice of Assessment for the electric poles and 
transformers owned by VECO located in the Municipalities of Minglanilla, Consolacion and Lilo-an.  The Provincial 
Assessor, motu proprio, declared for tax purposes for the first time the said properties under Tax Declaration Nos. 
39178 to 39193 (for Minglanilla), 39135 to 39166 (for Consolacion) and 54445 to 54458 (for Liloan).  On August 
27, 2008, VECO received a letter from the Provincial Treasurer demanding payment of approximately P32 mn as 
real property tax due on the supposed real properties computed from year 1992 up to 2008, including penalties, 
to the three municipalities. 
 
On September 23, 2008, VECO filed a Notice of Appeal and Memorandum of Appeal before the LBAA of the 
Province of Cebu questioning the demand letter and refuting the assessment on the following grounds: (i) VECO is 
exempt from paying real property tax on poles, wires and transformers by virtue of its legislative franchise (RA 
9339); (ii) poles and transformers are not real properties; (iii) the valuation is erroneous and excessive; (iv) it 
includes assessments which have already prescribed; (v) the municipalities did not give VECO the opportunity to 
present controverting evidence; (vi) it did not consider depreciation cost of the assets; (vii) the assessment 
violates due process for it did not comply with Section 223 of the Local Government Code of 1991 (LGC); (viii) the 
Provincial Assessor erred in giving retroactive effect to the assessment in violation of Section 221 of the LGC; and 
(ix) the assessments are null and void for lack of ordinance on the schedule of market values and lack of 
publication of the same. 
 
To date, the said appeal is still pending resolution. 
 
Luzon Hydro Corporation vs. The Province Of Benguet, 
The Provincial Treasurer Of Benguet And Hon. Imelda I. Macanes 
In Her Capacity As Provincial Treasurer Of La Trinidad, Province Of Benguet 
Civil Case No. 08-CV-2414 
RTC Branch 10, La Trinidad, Benguet 
March 7, 2008 
 
On October11, 2007, the Provincial Treasurer of Benguet issued a franchise tax assessment against LHC, requiring 
LHC to pay franchise tax for the years 2002 to 2007 in the approximate amount of P40.40mn, inclusive of 
surcharges and penalties. LHC filed a protest letter with the Provincial Treasurer in December 2007 on the ground 
that LHC is not a grantee of any legislative franchise on which basis franchise taxes may be imposed. On February 
8, 2008, the Provincial Treasurer, through the Provincial Legal Officer, denied LHC’s protest.  On March 7, 2008, 
LHC filed before the RTC of Benguet a petition against the Provincial Treasurer of Benguet for the annulment of 
the franchise tax assessment. 

 

LHC filed its Memorandum on January 10, 2012, while the Province of Benguet filed its Memorandum on January 
17, 2012.On August 20, 2012, LHC submitted a Supplemental Memorandum.  The case is deemed submitted for 
decision. 
 
Hedcor Inc. vs.TheProvince of Benguet, The Provincial Treasurer of Benguet and Hon. Imelda I. Macanes in her 
Capacity as Provincial Treasurer 
Civil Case No. 08- CV-2398 
RTC Br. 63, La Trinidad, Benguet 
January 4, 2008 
 
On October 22, 2007, Hedcor received a franchise tax assessment from the Provincial Treasurer of the Province of 
Benguet requiring Hedcor to pay the alleged unpaid franchise taxes of HEDC and Cleanergy (formerly, Northern 
Mini Hydro Corporation) in the approximate amount of P30.9 mn, inclusive of surcharges and penalties, for the 
fourth quarter of 1995 up to 2007.  Hedcor filed a protest letter on the basis that HEDC and Cleanergy are not 
required to pay franchise taxes.  Hedcor’s protest was denied by the Provincial Treasurer in a letter dated 
November 27, 2007. 
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Pursuant to Section 195 of the LGC, Hedcor filed a petition on January 4, 2008 against the Provincial Treasurer 
before the RTC to annul the assessment of the franchise tax.  On February 18, 2008, the Province of Benguet filed 
its answer to the petition, insisting on the liability of Hedcor and relying on the Articles of Incorporation of Hedcor 
to substantiate its allegation that Hedcor possesses both primary and secondary franchises.  Hedcor is of the 
opinion that it is not liable for franchise tax since it does not need a national franchise to operate its business 
pursuant to Section 6 of the EPIRA.  Moreover, Hedcor argues that it is a separate and distinct legal entity from 
HEDC and Cleanergy, and as such, it cannot be made liable for whatever obligation, if any, as may pertain to HEDC 
and/or Cleanergy. 
 
On June 13, 2012, RTC Benguet rendered a decision adverse to Hedcor.  On July 16, 2012, Hedcor filed a Motion 
for Partial Reconsideration as well as a Supplement to the Motion for Reconsideration on July 19, 2012.  At the 
hearing on the said motions on August 17, 2012, Hedcor presented its arguments.  The Province of Benguet failed 
to file any comment or opposition to the Motion or its supplement.  The motions are pending resolution by the 
court. 
 
The RTC of Benguet decided the case in favor of Hedcor.  However, the Province of Benguet filed a Petition for 
Review with the Court of Tax Appeals (CTA).  
 
On November 7, 2013, Hedcor filed its Memorandum citing the recent decisions of the CTA in the cases of Ormat 
Leyte Company Ltd. vs. Province of Leyte and Energy Development Corporation vs. Sorsogon City, which stated 
that the business of generation and supply of power does not require generation companies to secure national 
franchises, and therefore, they are not liable for franchise taxes. 
 
On November 21, 2013, the CTA issued a resolution acknowledging receipt of Hedcor’s Memorandum as well as 
that of the Province of Benguet.  The case is deemed submitted for decision. 
 
Hedcor Inc. vs.The Province of Benquet, TheProvincial Treasurer of Benquet and Hon. Imelda I. Macanes in her 
Capacity as Provincial Treasurer 
Civil Case No. 08-CV-2416 RTC Br. 63, La Trinidad, Benquet 
December 21, 2007 
 
On October 25, 2007, Hedcor received from the Provincial Treasurer of Benguet an assessment in the amount of 
P30.5 mn representing the share of the Province and host municipalities and barangays in the national wealth tax 
due from HEDC and Cleanergy for the years 1997 to 2007.  On December 21, 2007, Hedcor filed its protest 
letterwith the Provincial Treasurer of Benguet stating that it is a separate and distinct legal entity from HEDC and 
Cleanergy.  Hedcor only acquired the hydroelectric power plants, which are the subject of the assessed national 
wealth tax, from HEDC and Cleanergy on June 25, 2005. Prior to June 25, 2005, Hedcor did not own any operating 
hydroelectric power plants.  Thus, if Hedcor is indeed liable for any national wealth tax with respect to the 
operation of the hydroelectric power plants, it is liable only for taxes after June 25, 2005. 
 
In addition, Hedcor is of the opinion that the Province of Benguet does not have legal basis to collect national 
wealth tax from private generation companies prior to the effectivity of EPIRA in June 2001.  Since June 2005, 
Hedcor has been contributing the amount equivalent to 3% of its gross revenues to its host municipalities and 
barangays in compliance with the national wealth tax provision contained in Section 291 of the LGC.  
 

 
In order to amicably settle the case, Hedcor entered into a memorandum of agreement (MOA) with HEDC, 
Cleanergy and the Province of Benguet on April 20, 2012.  The MOA was, thereafter, submitted to the RTC along 
with a Joint Motion to Dismiss. 
 
On April 16, 2013, Hedcor received the Judgment on Compromise based on the MOA issued by Judge Humiding of 
La Trinidad RTC, Branch 63.  The case is deemed terminated. 
 
Mactan Electric Co. vs. Acoland, Inc. Civil Case No. MDI-56 
RTC Branch 56, Mandaue City 
June 16, 1996 
 
On July 16, 1996, MECO filed a quo warranto case against Acoland Inc. (now AboitizLand) questioning the latter’s 
authority to distribute power within the MEPZ II as well as the PEZA's power to grant such authority to 
Aboitizland.  MECO argues that AboitizLand does not possess the legal requirements to distribute power within  
MEPZ II, and that the amendment of AboitizLand’s Articles of Incorporation to include the right to engage in the 
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operation, installation, construction and/or maintenance of electric and other public utilities only six days after 
the filing of this case was an afterthought. 
 
AboitizLand’s claims that the Special Economic Zone Act of 1995 (RA 7916) which created PEZA grants the latter 
broad powers and functions to manage and operate special economic zones, and that these include the power to 
grant the right to distribute electricity within PEZA–registered economic zones. 
 
The PEZA intervened and argued that it is authorized by its charter to undertake and regulate the establishment 
and maintenance of utilities including light and power within economic zones under its jurisdiction.  
 
In 2007, with the approval of PEZA, AboitizLand transferred all of its power assets and business to a new 
corporation, MEZ, which is now the real party in interest in the case.  
 
The case remains pending before the RTC of Mandaue City. 

 

In The Matter Of The Assessed Real Property Tax On Machineries Located Within The Municipality of Bakun, 
Province of Benguet 
Central Board of Assessment Appeals 
CBAA Case No. L-57 and L-59 
 
The Municipality of Bakun, Province of Benguet issued an assessment against LHC for deficiency in real property 
tax on its machineries in the amount of approximately P11.0 mn, inclusive of interests and penalties, for the year 
2002.  LHC appealed the assessment to the LBAA.   The NPC intervened in the proceedings before the LBAA 
arguing that (i) the liability for the payment of real property tax over the machineries is assumed by the NPC 
under Section 8.6(b) under the Bakun PPA dated November 24, 1996; and (ii) the NPC is exempted from the 
payment of real property tax under Section 234 of the LGC, which provides that machineries that are actually, 
directly and exclusively used by government-owned and controlled corporations engaged in the generation and 
transmission of electric power are not subject to the real property tax.  The LBAA ruled in favor of the Municipality 
of Bakun on the ground that the NPC could not invoke the exception under Section 234 of the LGC because the 
machineries covered by the assessment are not yet owned by the NPC. 
 
The NPC further appealed the ruling of the LBAA to the Central Board of Assessment Appeals (CBAA), which 
appeal was docketed as CBAA Case No. L-57/59.  The Province of Benguet, through the Office of the Governor, 
and LHC engaged in negotiations to arrive at a possible settlement.  In December 2009, the NPC moved for the 
issuance of a decision based on a compromise agreement.  The Province of Benguet opposed the NPC’s motion 
and prayed that CBAA continue hearing the case and resolve the same on the merits.  LHC filed its reply to the 
Province of Benguet’s opposition. 
 
On July 3, 2012, the CBAA rendered a decision dismissing the appeals of LHC and the NPC for lack of merit. LHC 
then filed its Motion for Reconsideration.  On October 4, 2012, LHC received an order from the CBAA noting the 
Motion for Reconsideration filed by LHC and the one filed by the NPC, and giving the Province of Benguet a period 
of ten days from receipt of the said order within which to file its comment/opposition.  As of December 31, 2012, 
LHC has not received a copy of the Motion for Reconsideration filed by the NPC or any comment or opposition 
from the Province of Benguet. 
 
On October 11, 2013, LHC, NPC and the Province of Benguet filed a Joint Motion for Judgment based on a 
Compromise Agreement with the CTA.  
 
LHC’s Motion for Reconsideration is deemed submitted for resolution. 
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Luzon Hydro Corporation and the National Power Corporation vs. The Local Board of Assessment Appeals of the 
Province of Ilocos Sur, Fatima Tenorio, in her official capacity as the Provincial Assessor of the Province of Ilocos 
Sur, Antonio A. Gundran, in his capacity as the Provincial Treasurer of the Province of Ilocos Sur 
Central Board of Assessment Appeals, Manila 
CBAA Case Nos. L-96 and L-99 
 

On July 2, 2003, the Municipal Assessor of Alilem sent LHC two notices of assessment of real property.  The first 
notice required LHC to pay real property taxes in the amount of P4.3 mn, for the 4th quarter of 2002, while the 
second notice required LHC to pay P17.2 mn for 2003.  The notices of assessment also contained an additional 
imposition of 40% of the acquisition cost, which allegedly represented installation costs, and a further imposition 
of 15%, which allegedly represented freight costs. 
 

LHC filed a Protest before the LBAA which ruled against LHC by upholding the notices of assessment.  LHC 
appealed directly to the CBAA.  After the trial was completed, the parties submitted their respective Memoranda.  
LHC submitted its Memorandum on July 3, 2012. 
 

On September 26, 2012, the CBAA rendered a decision denying LHC’s appeal.  On November 14, 2012, LHC filed its 
Motion for Reconsideration.  The said motion is now pending for resolution before the CBAA.On March 21, 2013, 
the CBAA issued a resolution denying LHC’s motion for reconsideration, a copy of which was received by LHC only 
on November 6, 2013.  LHC filed its Petition for Review on December 6, 2013.  To date, the CTA en banc has not 
yet acted on the petition. 

 

SN Aboitiz Power - Magat, Inc. vs. The Municipality of Alfonso Lista, Hon. Charles L. Cattiling, in his capacity as 
Mayor of the Municipality of Alfonso Lista, and Estrella S. Aliguyon, in her capacity as Treasurer of the 
Municipality of Alfonso Lista 
RTC Alfonso Lista, Ifugao, Branch 15 
Special Civil Action No. 17-09 
March 6, 2009 
 

On July 12, 2007, the BOI issued Certificate of Registration No. 2007-188 to SNAP-Magat classifying its operation 
of the Magat Power Plant as a pioneer enterprise.  Pursuant to Section 133(g) of the LGC, SNAP-Magat is exempt 
from local business taxes for a period of six years from the date of registration with the BOI.  However, the 
Municipality of Alfonso Lista refused to recognize such exemption and insists on assessing and collecting local 
business taxes from SNAP-Magat. 
 

In March 2009, SNAP-Magat filed a Complaint for Injunction with the RTC of Alfonso Lista, Ifugao against the 
Municipality of Alfonso Lista, its Mayor and Treasurer.  The Complaint prayed that the defendants and all persons 
acting under their direction or authority be prevented from: (i) assessing and collecting local business taxes from 
SNAP-Magat; (ii) refusing to issue a Mayor’s Permit to SNAP-Magat for non-payment of local business taxes; and 
(iii) distraining and levying on SNAP-Magat’s properties, (iv) closing the Magat Power Plant, and [v] committing 
any other act against SNAP-Magat that obstructs or delays its operations in connection with its non-payment of 
local business taxes.  The complaint also prays for the issuance of a temporary restraining order and writ of 
preliminary injunction.  The RTC denied SNAP-Magat’s application for a temporary restraining order. 
 

SNAP-Magat filed a Petition for Certiorari with the CA for the issuance of temporary restraining order and/ or writ 
of preliminary injunction being sought from the RTC and for the nullification of the RTC order. The CA granted 
SNAP-Magat’s Petition for Certiorari and made permanent the temporary restraining order it initially issued. 
 

Due to the on-going negotiations between both parties, the court suspended all scheduled hearings to give the 
parties ample time to submit a compromise agreement.  The compromise agreement has been signed by the 
parties and submitted to the court for approval on May 12, 2011. 
 

During the September 20, 2011 hearing, the Joint Motion for Judgment based on Compromise Agreement was 
deemed submitted for resolution, subject to the determination by the court on whether to require a BOI 
representative to testify on the regularity of the issuance or the validity of SNAP-Magat’s BOI Certificate of 
Registration. 
 
On May 20, 2012, SNAP-Magat filed its Joint Motion to Resolve.  SNAP-Magat received the Joint Resolution of the 
court denying the Joint Motion for Judgment based on Compromise Agreement on September 14, 2012.  The Joint 
Resolution set the case for pre-trial conference on September 26, 2012 and ordered the parties to submit their 
pre-trial briefs at least three days before said hearing. 
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On September 21, 2012, SNAP-Magat filed its Motion for Reconsideration on the Joint Resolution and set it for 
hearing on September 26, 2012.  During the September 26, 2012 hearing, SNAP-Magat received a Motion-for-
Intervention with a Complaint-in-Intervention filed by Charles L. Cattiling and Arsenio Humiding.  No counsel 
appeared on behalf of the complainants-in-intervention.  SNAP-Magat was granted 15 days to file its Opposition 
to the motion.  The Municipality of Alfonso Lista adopted the Motion for Reconsideration of SNAP-Magat.  The 
court ordered that subject to the submission of any comment to the Motion for Reconsideration by the 
complainants-in-intervention, the same shall be submitted for resolution. 
 
On December 12, 2013, SNAP-Magat filed a Motion to Resolve the Motion for Reconsideration and Motion to 
Intervene. 

 
AP Renewables, Inc. vs. Modesto E. Erestain, Jr., in his capacity as Provincial Assessor 
Local Board of Assessment Appeals, Province of Albay 
LBAA Case No. 03-14 
January 10, 2014 
 
On May 26, 2009, the Power Sector Assets and Liabilities Management Corporation (PSALM) turned over the 
geothermal facilities located at Tiwi, Albay to APRI pursuant to an Asset Purchase Agreement (APA) between 
PSALM and APRI.  The APA is comprised of and refers to several agreements including a Land Lease Agreement 
(Lease Agreement) between APRI and PSALM for the lease of lands acquired by PSALM from the National Power 
Corporation (Leased Lands). 
 
Through a letter dated January 13, 2010, APRI informed and gave a copy of the APA (which included the Lease 
Agreement) to the Municipal Assessor of Tiwi, Albay (Municipal Assessor).  On March 15, 2010, APRI sent a letter 
to the Provincial Assessor requesting for the inspection and assessment of all properties transferred to APRI from 
PSALM.  
 
From the years 2010, 2011, 2012 and 2013, the Municipal Assessor issued notices of assessments (Notices) to 
APRI, signed by the Municipal Treasurer.  The Notices were forwarded to APRI notwithstanding the fact that the 
properties were in the name of PSALM.  Pursuant to the Notices, APRI has been paying real property taxes (RPT) 
due on the Leased Lands beginning the third quarter of 2009.  The Municipal Treasurer of Tiwi, Albay (Municipal 
Treasurer) issued certifications for the years including 2010 to 2013, confirming APRI’s full payment of its RPT 
liability for these years.  
 
On January 2, 2013, the Provincial Assessor wrote a letter to the Bureau of Local Government Finance (the BLGF) 
requesting for an opinion on whether or not (a) it is proper to adjust the value of the Leased Lands from special to 
industrial with an assessment level from ten percent (10%) to fifty percent (50%), and (b) APRI, as beneficial user, 
is liable to pay the RPT on the Leased Lands with an assessment level of fifty percent (50%) to take effect 
retroactive to the effective date of the Lease Agreement.  
 
On April 12, 2013, the BLGF rendered an opinion (April 12 Opinion) finding that the classification of Leased Lands 
should be changed from special to industrial, applying a fifty percent (50%) assessment level retroactively the year 
following the date of effectivity of the Lease Agreement.   
 
On June 20, 2013, APRI wrote a letter to the BLGF requesting for clarification of the April 12 Opinion (June 20 
Request), essentially arguing that the fifty percent (50%) assessment level should not be applied retroactively 
considering that as early as 2010, APRI already informed the Assessor of the Lease Agreement, yet the Assessor 
continued to apply a ten percent (10%) assessment level yearly on the Leased Lands, such that APRI should not be 
prejudiced by a retroactive application of the new assessment level.  On September 4, 2013, the BLGF issued an 
opinion finding that the fifty percent (50%) assessment level cannot be made to apply retroactively to APRI and 
should apply instead to the year following the date of Notice of Assessment indicating the change in assessment 
level (September 4 Opinion).  
 
Notwithstanding the September 4 Opinion, the Provincial Assessor still issued the Assessment Notices, applying 
the fifty percent (50%) assessment level retroactively from the date of effectivity of the Lease Agreement, which 
would correspond to a potential deficiency RPT in the amount of Seventy Million Six Hundred Fifty Five Thousand 
Seven Hundred Seventy One Pesos and 12/100 (P70,655,771.12).  On November 18, 2013, APRI received tax 
declarations from the Provincial Assessor allegedly covering the real properties mentioned in the disputed 
Assessment Notices.   
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However, to date, neither the Provincial Treasurer nor Municipal Treasurer has attempted to collect RPT from 
APRI based on the disputed Assessment Notices. 
 
On January 10, 2014, APRI timely filed an Appeal with Motion to Post Bond with the LBAA, Province of Albay, 
respectfully seeking the nullification and/or cancellation of the Assessment Notices.   
 
Bayan Muna Representatives Neri Javier Colmenares, et. al.  vs. Energy Regulatory Commission, et. al. G.R. No. 
210245;   National Association of Electricity Consumers for Reforms, et. al. vs. Manila Electric Company, et. 
al.   G.R. No. 2100255; and Manila Electric Company, et. al., vs. Philippine Electricity Market Corporation, et. al. 
G.R. No. 210502 
  
On December 19, 2013, Bayan Muna representatives filed a Petition for Certiorari against the Energy Regulatory 
Commission (ERC) and the Manila Electric Company (MERALCO) with the Supreme Court, questioning the alleged 
substantial increase in MERALCO’s power rates for the billing period of November 2013. These cases raised, 
among others, the legality of Sections 6, 29 and 45 of the EPIRA, the failure of ERC to protect consumers from the 
high energy prices and the perceived market collusion of the generation companies. These cases were 
consolidated by the Supreme Court which issued a Temporary Restraining Order (TRO) preventing MERALCO from 
collecting the increase in power rates for the billing period of November 2013. The TRO was subsequently 
extended by the Supreme Court for another 60 days, or until April 22, 2014. MERALCO, in turn, filed a counter-
petition impleading all generation companies supplying power to the WESM to prevent the generation companies 
from collecting payments on power purchases by MERALCO from the Wholesale Energy Spot Market (WESM) to 
prevent the generation companies from collecting payments on power purchases by MERALCO from the WESM. 
The Supreme Court also ordered all power participants to file their respective pleadings in response to 
MERALCO’s counter-petition. 
 
The Supreme Court set the consolidated cases for oral arguments last January 21, 2014, February 4 and 11, 2014. 
After hearing, all parties were ordered to file their comments and/or memorandum. The case is pending before 
the Supreme Court. MERALCO has been prevented from collecting the differencial increase of the price hike. 
Because of MERALCO’s counter-petition against generators, all generation companies which supplied power 
through WESM were not paid by Philippine Electricity Market Corporation (PEMC).   
 
During the same period, ERC was tasked to conduct an investigation on the allegations of collusion. MERALCO also 
filed an application with ERC for a recalculation of power rates for the questioned billing period.  
 
Subsequently ERC, in the exercise of its alleged police power, motu proprio initiated proceedings to intervene and 
direct imposition of regulated prices in the WESM on grounds of market abuse. ERC issued ERC Order 2014-021 
dated March 3, 2014 (the “ERC Order”), directing PEMC to void the Luzon WESM prices during the November and 
December 2013 supply months on the basis of a market failure and a preliminary investigation of alleged market 
collusion. ERC also declared the imposition of regulated prices for such billing periods and directed PEMC to 
calculate the regulated prices and implement the same in the revised November and December 2013 WESM bills 
of the concerned distribution utilities in Luzon, except for MERALCO whose November 2013 WESM bill was 
maintained in compliance with the TRO issued by the Supreme Court. 
 
On March 18, 2014 PEMC issued adjusted billing statements for all generators trading in the WESM, including 
Cebu-based East Asia Utilities Corporation (EAUC) and Cebu Private Power Corporation (CPPC) recalculating the 
WESM prices, the basis of which were not disclosed. The Company questioned the adjusted billing of PEMC and 
the recalculated WESM prices, raising among others, issues of violation of the substantive and procedural rights of 
the generation companies and WESM participants. The Company’s Affiliates and subsidiaries, AP Renewables, 
Inc., Therma Luzon, Inc., Therma Mobile, Inc., Aboitiz Energy Solutions, Inc., Adventenergy, Inc., SN Aboitiz Power 
– Magat, Inc., SN Aboitiz Power – Benguet, Inc., CPPC and EAUC, also filed their respective Motions for 
Reconsideration questioning the validity of the ERC Order on the grounds of lack of due process, among others. 
The ERC ordered deferral of PEMC’s implementation of the adjusted billing statements for 45 days. 
 
Item 4. Submission of Mattersto a Vote of Security Holders 

 

There were no matters submitted to a vote of security holders during the fourth quarter of the fiscal yearcovered 
by this report. 
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PART II - OPERATIONAL AND FINANCIAL INFORMATION 
 
Item 5. Market for Issuer’s Common Equity and Related Stockholder Matters 
 

(1) Market Information 
 

AboitizPower’scommon shares are traded on the PSE. 
 

The high and low stock prices of AboitizPower’s common shares foreach quarter of 2011 to 2014 were as follows: 
 
 

 
 
 
 
 
 
 
 

 
As of March 31, 2014, AboitizPower has 604 stockholders of record, including PCD Nominee Corporation (Filipino) 
and PCD Nominee Corporation (Foreign). Common shares outstanding as of same date were 7,358,604,307 shares. 
The closing price of AboitizPower common shares as of March 31, 2014 and April 11, 2014 is P37.20 and P38.00 
per share, respectively. 
 
(2) Holder 
 
The top 20 stockholders of AboitizPower as of March 31, 2014 are as follows: 

 

Name Number of Shares Percentage 

1. AboitizEquity Ventures, Inc. 5,657,530,774 76.88% 

2. PCD Nominee Corporation (Filipino) 722,802,924 9.82% 

3. PCD Nominee Corporation (Foreign) 606,601,148 8.24% 

4. Aboitiz & Company, Inc. 156,472,722 2.13% 

5. Bauhinia Management, Inc.   11,956,100 0.16% 

6. A. Soriano Corporation 11,205,360 0.15% 

7. Kayilka Holdings, Inc.   9,583,866 0.13% 

8. San Fernando Electric Light and Power Co., Inc. 7,931,034 0.11% 

9. Parraz Development Corporation 7,827,522 0.11% 

10. Sabin M. Aboitiz 6,050,985 0.08% 

11. Hawk View Capital, Inc. 5,375,223 0.07% 

12. Portola Investors, Inc. 5,375,223 0.07% 

13. Ramon AboitizFoundation,Inc. 3,900,000 0.05% 

14. Arrayanes Corporation 3,290,443 0.04% 

15. Iker M. Aboitiz 3,177,545 0.04% 

16. CAL Management Corporation 2,965,590 0.04% 

17. TRIS Management Corporation 2,837,306 0.04% 

18. Gitana Management & Dev’t. Corporation 2,817,091 0.04% 

19. Tinkerbell Management Corporation 2,773,091 0.04% 

20. TRA Management and Development Corporation 2,561,882 0.03% 

 2014 2013 2012 2011 

High Low High Low High Low High Low 

First Quarter 42.25 33.90 39.95 36.00 33.90 28.75 31.60 26.20 

Second Quarter NA NA 37.70 31.00 35.35 31.80 32.10 28.00 

Third Quarter NA NA 35.10 31.00 34.80 33.20 32.60 27.00 

Fourth Quarter NA NA 35.05 32.05 37.50 33.00 30.10 28.50 
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(3) Dividends 
 
The cash dividends declared by AboitizPower to common stockholders from 2012 to 2014 are shown in the table 
below: 

 

Year 
Cash Dividend 

Per Share 
Total Declared Record Date 

2014 (regular) P1.26 P9.27 bn 3/25/2014 

2014 (special) P0.40 P2.94 bn 3/25/2014 

2013 P1.66 P12.22 bn 3/19/2013 

2012(special) P0.22 P1.62 bn 12/13/2012 

2012  (regular) P1.32 P9.71 bn 3/16/2012 

 

During the regular board meeting of the Company held on November 28, 2012, the Board approved a revised 
dividend policy consisting of an annual cash dividend payment ratio of 50% of its consolidated net income from 
the previous fiscal year based on the audited financial statements of the Company. The new policy changes the 
previous cash dividend payment ratio of 33% of previous year’s net profits. The Company’s new dividend policy 
was effective starting 2013. 
 
(4) Recent Sales of Unregistered or Exempt Securities including Recent Issuance of Securities Constituting an 

Exempt Transaction 
 

On April 14, 2011, AboitizPower issued a five-year peso denominated corporate fixed rate notes in the aggregate 
amount of P5 bn to a consortium of primary institutional lenders in a private placement in accordance with 
Section 9.2 of the SRC and Rule 9.2(2)(B) of the SRC Rules. The issuance of the P5 bn corporate notes was made 
pursuant to a Notes Facility Agreement with First Metro Investment Corporation as Issue Manager. The 
underwriting fees paid to the arrangers of the P5 bn corporate notes were P18.4 mn. 

 
The above notes were pre-terminated and paid on January 14, 2013. 
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Item 6. Management’s Discussion and Analysis of Financial Conditionand Results of Operationsor Plan of 
Action 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
 
Year Ended December 31, 2013 versus Year Ended December 31, 2012  
 
The following is a discussion and analysis of the Company’s consolidated financial condition and results of 
operations and certain trends, risks and uncertainties that may affect its business. The critical accounting policies 
section discloses certain accounting policies and management judgments that are material to the Company’s 
results of operations and financial conditionfor the periods presented in this report. The discussion and analysis of 
the Company’s results of operations is presented in three comparative sections: the year ended December 31, 
2013 compared with the year ended December 31, 2012, the year ended December 31, 2012 compared with the 
year ended December 31, 2011, the year ended December 31, 2011 compared with the year ended December 31, 
2010. 
 
Prospective investors should read this discussion and analysis of the Company’s consolidated financial condition 
and results of operations in conjunction with the consolidated financial statements and the notes thereto set 
forth elsewhere in this report. 
 
Top Five Key Performance Indicators 
 
Management uses the following indicators to evaluate the performance of registrant Aboitiz Power Corporation 
and itssubsidiaries (the Company and its subsidiaries are hereinafter collectively referred to as the “Group”): 

 
1. Share in Net Earnings of Associates. Share in net earnings (losses) of associates represents the Group’s 

sharein the undistributed earnings or losses of its investees for each reporting period subsequent to 
acquisition of said investment, net of goodwill impairment cost, if any. Goodwill is the difference between 
the purchase price of an investment and the investor’s share in the value of the net identifiable assets of 
the investee at the date of acquisition. Share in Net Earnings of Associates indicates profitability of the 
investment and investees’contribution to the Group’s net income. 

 
 Manner of Computation: Associate’s Net Income (Loss) x Investor’s % ownership - Goodwill 

Impairment Cost 
 
2. Earnings before Interest, Taxes, Depreciation and Amortization (EBITDA). The Company computes 

EBITDAas earnings before extra-ordinary items, net finance expense, income tax provision, 
depreciation andamortization. It provides management and investors with a tool for determining the 
ability of the Group to generate cash from operations to cover financial charges and income taxes. It is 
also a measure to evaluate the Group’s ability to service its debts. 
 

3. Cash Flow Generated. Using the Statement of Cash Flows, management determines the sources and 
usage of funds for the period and analyzes how the Group manages its profit and uses its internal and 
external sourcesof capital. This aids management in identifying the impact on cash flow when the 
Group’s activities are in a state of growth or decline, and in evaluating management’s efforts to control 
the impact. 
 

4. Current Ratio. Current ratio is a measurement of liquidity, calculated by dividing total current assets by 
totalcurrent liabilities. It is an indicator of the Group’s short-term debt paying ability. The higher the 
ratio, themore liquid the Group. 
 

5. Debt–to–Equity Ratio. Debt-to-Equity ratio gives an indication of how leveraged the Group is. It 
comparesassets provided by creditors to assets provided by shareholders. It is determined by dividing 
total debt by stockholders’ equity. 
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The table below shows the comparative figures of the top five key performance indicators for 2013 and 2012. 
 

Key Performance Indicators 
2013 2012 

(As Restated) 

Amounts in thousands of Ps, except for financial ratios   

SHARE IN NET EARNINGS OF ASSOCIATES 6,474,370 9,939,763 

EBITDA 29,899,736 34,241,928 

CASH FLOW GENERATED:   
Net cash flows from operating activities 24,413,143 24,867,739 
Net cash flows (used in) investing activities (11,502,024) 4,516,210 
Net cash flows from used in financing activities (12,245,816) (22,055,061) 

Net Increase in Cash & Cash Equivalents 665,303 7,328,888 

Cash & Cash Equivalents, Beginning 30,678,493 23,391,561 

Cash & Cash Equivalents, End 31,383,499 30,678,493 

CURRENT RATIO 2.87 2.65 

DEBT-TO-EQUITY RATIO 1.13 0.98 

 
The Company’s Share in net earnings of associates decreased by 35% or by P3.47 bn as compared to the prior 
year. Theoperating results of the following associates contributed to the decrease: 

 
• The decrease of ancillary revenues at SN Aboitiz Power Magat, Inc (SNAP-Magat) due to the lower 

acceptance on its nominated capacities to the National Grid Corporation of the Philippines (NGCP) as 
well as lower ancillary prices for the year led to the decline of its income contributions to the Group. 

• A decrease of STEAG State Power, Inc.’s (STEAG) tariffs as a result of a contractual rebasing resulted 
into lower margins impacting STEAG’s net income for the year. 

• Higher operating expenses at East Asia Utilities Corporation (EAUC) and Cebu Energy Development 
Corporation (CebuEnergy) compared to last year led to lower income contributions during the year. 

• The Share in net earnings of associates likewise decreased as a consequence of the step-acquisition of 
the Visayan Electric Company, Inc. (VECO) which is now a consolidated subsidiary. 

 
Consolidated EBITDA decreased reflecting the lower consolidated net income for the year. 
 
Total Cash and Cash Equivalents by year-end 2013 stayed close to the same levels as year-end 2012 even as 
significant movements of cash were made during the year. Notable cash outflows were made to pay cash 
dividends to shareholders, fund ongoing projects and pre-pay certain long term debt. Cash was generated from 
the Group’s operations, dividends received from associates and fresh debt raising activities to fund ongoing 
projects and working capital requirements of subsidiaries 
 
Current ratio at the end of 2013 was 2.87x slightly higher from 2.65x by year end 2012. The higher current ratio is 
due to thehigher increase in current assets as compared to the slight increase in current liabilities. 
 
Debt to equity ratio as of December 31, 2013 was at 1.13 from 0.98 as of December 31, 2012. This is mainly due to 
the increasein the Group’s total liabilities. 
 
Results of Operations 

 
The Company’s net income for the year 2013 recorded a 24% YoY decrease, from P24.43 bn (as restated) to 
P18.58 bn. Thistranslated to earnings per share of P2.52. The Company registered a non-recurring loss of P1.55 bn 
(versus last year’s gainof P705 mn) during the year. This was due to the net effect of the revaluation of 
consolidated dollar-denominated loans andplacements resulting to unrealized foreign exchange losses of P1.87 
bn, non-recurring expenses related to the prepayment ofdebt of P93 mn and a gain due to the step acquisition of 
a subsidiary. Adjusting for these one-offs, the Company’s core netincome for 2013 amounted to P20.12 bn, down 
by 15% YoY. 
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Power Generation 
 
The generation business accounted for 83% of earnings contributions recording an income share of P15.23 bn for 
2013, down 33% YoY. Netting out one-off items, the generation business generated P17.2 bn for the period, which 
was 21% lower than lastyear. 
 
The group’s average price for its power decreased by 3% YoY in 2013. This was mainly due to the 7% YoY decrease 
in the average selling price of the group’s bilateral contracts. While average spot market prices increased by 9% 
during the same period, the group’s exposure to the spot market has significantly declined during the year. 
 
On the other hand, the attributable net generation for the period in review grew by 3% YoY, from 10,660 GWh to 
10,949 GWhon the back of a 37% increase in spot sales from 1,398 GWh to 1,914 GWh. Meanwhile, power sales 
through bilateral contractsfor the period declined by 2% from 9,261 GWh to 9,035 GWh. 
 
The year 2013 saw the successful implementation of the Company’s strategy to shift the bulk of its contracts from 
energy basedcontracts to capacity-based contracts. In general, the latter are essentially de-risked contracts since 
these provide a fixed capacity fee payment for the company covering capital recovery and operation and 
maintenance costs; allows for the fullpass-through of fuel costs, which make up a significant portion of the 
company’s operating costs; and includes provisions for inflation-related adjustments and where applicable, forex 
adjustments on these costs. The combination of these features allows the Company to minimize revenue to cost 
mismatches. As such, the shift to capacity-based contracts will allow the benefit of more stable and predictable 
cash flows and minimize volatility in the company’s cash flow generation. As of the end of 2013, the bulk of the 
group’s capacity has already been contracted, with only 11% of its capacity exposed to spot, down by 15 
percentage points from a year ago. 
 
On a capacity basis, the Company’s attributable sales increased by 3% YoY from 1,547 MW to 1,590 MW with 
bilateral capacity and spot market sales making up for the decline in ancillary and bilateral energy sales. Ancillary 
volumes dropped by 35% during the year as a result of the lower acceptance rate by the NGCP. 
 
Power Distribution 
 
Expansions in volumes and margins resulted to a 15% YoY growth in the power distribution group’s earnings share 
for 2013, from P2.80 bn to P3.23 bn. Total attributable electricity sales increased by 4% YoY, from 3,934 GWh to 
4,076 GWh. The residential segment spearheaded the growth in sales with a 5% YoY expansion in volume sales, 
while commercial and industrial accounts both registered YoY growth of 3%. The group’s year-to-date gross 
margin on a per kWh basis improved to P1.77 from P1.60 ayear ago. This was due to the improvement in the 
systems loss levels of all the distribution utilities, which were maintained within the government-imposed cap of 
8.5%.  Approved adjustments under PBR also helped support the increase in gross margins. 
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Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income 
 

Consolidated Statements of Income 
 

Consolidated net income attributable to equity holders of the parent decreased by 24% from P24.43 bn (as 
restated) in 2012 to P18.58 bn in 2013. The various movements in the revenue and expense items are shown 
below to account for the decrease: 

 
Consolidated Net Income Attributable to the Equity Holders of the Parent for 2012 (As Restated) P 24,425,708 

  

Increase in operating revenues 9,902,002 

Increase in operating expenses (10,880,474) 

Increase in share in net earnings of associates (3,465,393) 

Increase in interest income (515,118) 

Decrease in interest expense 1,658,114 

Increase in other income (3,067,370) 

Higher provision for taxes 863,942 

Increase in income attributable to non-controlling interests (344,566) 

Total (5,848,863) 

Consolidated Net Income Attributable to Equity Holders of the Parent for 2012 P18,576,845 

 

Operating Revenues 
(16% increase from P62.15 bn to P72.06 bn) 
 

Consolidated operating revenues recognized by the Generation segment decreased by 14% from P 6.03 bn to 
P9.44 bn. Thedrop in operating revenues mainly came from lower revenues at AP Renewables, Inc. (APRI) due to 
lower volumes sold on its power supply contracts and sales to the WESM as well as a drop in its average selling 
prices during the year. Therma Luzon, Inc. (TLI) also saw a decrease in its operating revenues resulting from lower 
selling prices during the year. 
 
The decrease in operating revenues from the generation segment was offset by a fresh stream of revenues 
coming from the Company’s Retail Electricity Supplier Licensed Companies - Aboitiz Energy Solutions, Inc. (AESI) 
and Adventenergy, Inc. Which began their respective operations after Open Access started in July of 2013. 
 
The distribution segment also increased its operating revenues from P15.85 bn in 2012 to P28.07 bn in 2013. The 
77% increase is mainly due to the consolidation of the operating revenues of the newly consolidated distribution 
utility, VECO during the year. 
 

Operating Expenses 
(26% increase from P41.70 bn to P52.58 bn) 
 

The increase in the Group’s operating expenses are accounted for as follows: 
 

Cost of purchased power increased by 87% or P11.53 bn. The increase comes from (a) the first time recognition of 
cost ofpurchased power of VECO, as a consolidated subsidiary (b) higher cost of purchased power at TLI as it 
purchased replacementpower to cover its generation shortfall due to unavailability of the Pagbilao plant during 
scheduled and unscheduled down timesduring the year. 
 

Cost of generated power likewise decreased by 6% as lower fuel costs were incurred by TLI during the year. 
 

General and Administrative expenses are higher resulting from the consolidation of VECO’s general and 
administrative expenses. 

 

Operations and Maintenance expenses decreased as lower expenses were incurred at the Company’s geothermal 
subsidiary, APRI. 
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Depreciation and amortization expenses were higher by 10% due to the consolidation of VECO’s depreciation 
expense in 2013, higher depreciation expenses at Davao Light & Power Company, Inc. (Davao Light) as well as the 
incremental depreciation relating to the increase in steam field assets at APRI arising from the recognition of its 
Asset Retirement Obligation (ARO). 
 
Cost of Services decreased by 48% due to a decrease of these expenses at AESI. 
 
Interest Income 
(55% decrease from P929 mn to P414 mn) 
 
During the year, the average cash balances held by the Company as well as at its subsidiaries were lower than the 
average balances carried during most of 2012. This led to lower interest income recognized during the period. 
 
Interest Expense 
(24% decrease from P7 bn to P5.34 bn) 
 
Interest expense declined by P1.66 bn mainly due to the Company’s lower debt balances through most of 2013 as 
compared to 2012. Long Term Debt was paid down by the Company and a subsidiary during the year. 
 
Share in Net Earnings of Associates 
(35% decrease from P9.94 bn to P6.47 bn) 
 
The decline in the Share in Net Earnings of Associates is due to the lower contributions from the following 
associates: 
 
SNAP–Magat revenues declined from the impact of lower acceptance of nominated capacities under its ancillary 
service contract with NGCP. This was further aggravated by lower ancillary selling prices during the year leading to 
lower share in net earnings. 
 
Higher operating expenses likewise led to lower income contributions from EAUC and Cebu Energy, while lower 
tariffs at STEAG Power resulting from a contractual rebasing of its tariffs led to lower gross margins. 
 
The Share in net earnings of associates likewise decreased as a consequence of the step-acquisition of the VECO 
which is now a consolidated subsidiary. 
 
Other Income (Expenses) 
(155% decrease from P1.98 bn other income to P1.08 bn other expense) 
 
The decrease in this account is primarily due to the movement from an unrealized foreign exchange gain in the 
prior year to aforeign exchange loss this year resulting from the restatement of TLI’s dollar denominated debt on 
its monthly obligations tothe Power Sector Assets and Liabilities Management Corporation (PSALM). This is 
accounted for as a finance lease obligation.Furthermore, the Company on its investment in Mactan Enerzone 
Corporation impaired goodwill of P369 mn and recognized animpairment loss on its investments at Hijos de F. 
Escaño, Inc. of P571 mn. The above other expenses were mitigated by a P965mn gain arising from the step 
acquisition of a subsidiary. 
 
Provision for Taxes 
(62% decrease from P1.39 bn to P527 mn) 
 
The 62% decrease in the provisions made for taxes is primarily coming from lower deferred tax provisions at TLI 
arising from thetax effects of its unrealized forex losses during the year. 
 
Net Income Attributable to Noncontrolling Interests 
(70% increase from P490 mn to P834 mn) 
 
The initial recognition of the Net income attributable to the non-controlling interest of VECO resulted to the 
increase observed in the current year. 
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Consolidated Statements of Comprehensive Income 
 
Consolidated comprehensive income attributable to equity holders of the parent decreased from P23.99 bn in 
2012 to P18.95 bn in 2013. The decrease is mainly due to the lower consolidated net income recognized during 
the period. 
 
As a result of the adoption of the change to PAS 19, under the Consolidated Statements of Comprehensive 
Income, the grouprecognized P303 mn of actuarial losses on defined benefit plans for its Subsidiaries and share in 
actuarial gains (losses) on defined benefit plans under its associates and P34 mn as restated for the prior year. 
 
Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity 
 
Assets 
 
Total assets as of December 31, 2013 increased by P30.83 bn or 19% versus total assets as of December 31, 2012. 
The majorchanges in the balance sheet accounts are discussed below: 

 
a) Cash and cash equivalents grew by 2% from P30.68 bn as of December 31, 2012 to P31.38 bn as of 

December 31, 2013. The increase is attributable to cash generated by the Group’s operations. 
 
b) Trade and other receivables rose by 61% (from P8.12 bn in 2012 to P13.04 bn in 2013). The increase is 

due to the take up of the trade receivables at newly consolidated Subsidiary VECO accounting for 32% of 
the increase. There was also an increase in trade receivables at APRI and Therma Marine, Inc. and 
recognition of fresh trade receivables at newly operating Subsidiaries, Therma Mobile, Inc. and AESI. 
Higher dividends receivable from associates further increased the balance of trade and other receivables 
at year end. 

 
c) The re-measurement of the fair value of the interest rate swap contract of a hydro Subsidiary led to the 

increasein the derivative asset of the Group by P 28 mn. 
 
d) Inventories-cost went up by 31% or P667 mn. The change comes from the initial consolidation of the 

inventories at VECO making up 75% of the increase. The remaining increase is attributable to the higher 
level of coal inventories held at TLI at year end. 

 
e) Other current assets increased by 67% (from P 1.04 bn in 2012 to P 1.74 bn in 2013) mainly due to an 

increase in input VAT particularly at TLI and new input vat balances at newly operating RES Subsidiary, 
AESI during the periodin review. TLI’s prepaid insurance also went up by close to P 100 mn as of year end. 

 
f) Property, plant and equipment (PP&E) increased by 25% or P 21.61 bn mainly due to the following: 

 
• Twenty seven percent (27%) of the increase is due to the initial consolidation of the PP&E balances 

at VECO. 
• APRI, a geothermal subsidiary of the Company has an obligation to decommission, abandon and 

perform surface rehabilitation on steam field assets or upon abandonment of the plant. The present 
value of the future obligations are recorded as an Asset Retirement Obligation (ARO) a liability and a 
corresponding increase under the related long-lived asset, in APRI’s case, the steam field assets, and 
is recognized and depreciated on a straight-line basis over the useful life of the related asset.  This 
led to an increase in APRI’s property plant and equipment by P 2.01 bn. 

• The balance of the increase to the PP&E account is due to the ongoing construction of a 300 MW 
Coal-firedPower Plant in Davaom through a 100%-owned subsidiary Therma South, Inc. (TSI). 
 

g) Investment property account went up by P 3 mn as the investment property held at VECO is consolidated 
into thebalance sheet. 

 
h) Available for sale investment increase of  P 3 mn is also due to the consolidation of assets held at VECO. 
 
i) The Company impaired Goodwill on its investment at MEZ amounting to P369 mn. Consequently, as a 

result of the step acquisition of VECO goodwill of P 179 mn was recognized. Both transactions led to the 
net decrease of the Goodwill account by P 190 mn. 
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j) Net pension assets of the Company decreased by 35% as actuarial losses were recognized during the 
period. 

 
k) Deferred tax assets recognized on TLI’s Net Operating Loss Carry Over (NOLCO) during the year is the 

primary reason for the P 291 mn increase in deferred income tax assets. 
 
l) Other noncurrent assets increased by 50% or P 2.59 bn resulting from P 3.05 bn in Franchise asset arising 

from the business combination valuation done as part of the VECO step acquisition. 
 

Liabilities 
 

Consolidated liabilities increased by 27% from P 80.65 bn as of December 31, 2012 to P 102.69 bn as of December 
31, 2013. 

 

a) All bank loans outstanding as of year ending 2012 were paid down by the Subsidiaries during the year. 
 

b) Trade and Other Payables rose by 50% or P5.02 bn. Half of this amount is from the initial take up of the 
Tradeand Other Payables of the newly-consolidated subsidiary VECO. The balance of the increase is 
mainly from higheraccrued expenses for energy fees payable, inventory in transit and purchased power 
of TLI at year-end. 

 

c) The re-measurement of the fair value of the interest rate swap contract of a hydro Subsidiary led to the 
decreasein derivative liability as it swung from a derivative liability to a derivative asset position. 

 

d) Income Tax Payable increased by 182% due to higher tax payables of Davao Light as well as the initial 
consolidation of the income tax payable of VECO. 

 

e) Long term debt of the Group increased by 108% or P12.11 bn. The increase is attributable to the 
following: 

 

• TSI entered into a loan facility agreement with various lenders with available debt facility of P24 bn. 
During the year, TSI drew down a total of P16.44 bn. 

• During the year, three distribution utilities of the Company - Davao Light, Cotabato Light and VECO - 
raised a total of P 3.80 bn in long term debt. 

 

Decreasing long term debt for the period were prepayments of long term debt made by Hedcor Sibulan, 
Inc. Of P 3.04 bn and P 5 bn in fixed rate notes prepaid by the Company in the first quarter of the year. 

 

f) The last guaranteed payment to preferred shareholder of CPPC was made during the year, hence, as of 
the end of 2013 no future obligation exists. 

 

g) Customers’ Deposit increased due to: (a) P1.95 bn of VECO’s liability consolidated this year (b) an 
increase in this account for Davao Light as it continues to see growth in its customer base, and (c) 
customer deposits made to AESI under its contracts which took effect this year. 

 

h) Initial recognition of an Asset Retirement Obligation (ARO) amounting to P 2.01 bn was made this year. 
The ARO arose from the Company’s obligation, under their contracts and Environmental Compliance 
Certificate, to decommission, abandon and perform surface rehabilitation at the end of its useful lives of 
the steam field assetsor upon abandonment of the plant. APRI recognizes the present value of the 
obligation and capitalizes the presentvalue of this cost as part of the balance of the related steam field 
asset under its Property Plant and Equipment. 

 

i) Pension Liability increased by P 239 mn as result of actuarial losses recognized during the period. 
 

j) The increase in deferred income tax liabilities is coming from the initial consolidation of the deferred 
income taxliabilities at the Company’s newly consolidated subsidiary, VECO. The net deferred income tax 
liability of VECO isfrom the tax provision it takes on the Revaluation increment in utility property plant 
and equipment. 
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Equity 
 
The movements to the Equity section of the balance sheet are as follows: (a) Retained earnings increased by P6.36 
bn after taking up this year’s net income of P18.58 bn and after dividends declared and paid during the year of 
P12.22 bn, (b) an increase of P604 mn from the effects of cumulative translation adjustments recognized during 
the period for a subsidiary and associates that use US dollars as their functional currency, and (c) the combined 
actuarial losses on defined benefit plans for thesubsidiaries and associates decreased equity by P727 mn. All of 
the above resulted to a net increase in Equity attributable toequity holders of the parent from P80.89 bn as 
December 31, 2012 (as restated) to P87.63 bn as of December 31, 2013. 
 
Material Changes in Liquidity and Cash Reserves of Registrant 
 
Cash generated from the Group’s operations continue to be the main cash generating activity as it brought in 
P24.09 bn for theyear. The cash generated from operations has dropped by 2% versus cash flows generated in the 
prior year as a result of this year’s lower net income. 
 
A significant amount of the Group’s cash was used in investing activities totaling P11.50 bn during the year. A total 
of P15.62bn was invested into capital expenditures which was supported in part by  P4.24 bn dividends received 
from the Company’s associates. 
 
The major cash flows relating to financing activities were as follows: Cash inflows of P20.80 bn representing 
proceeds from long term debt at the Company’s subsidiaries during the year to either finance ongoing projects or 
meet working capital requirements.Meanwhile, significant financing cash outflows for the following were 
incurred: 

 
• The Company paid dividends of P1.62 bn in January 2013 for special cash dividends declared in 

November 28, 2012. It also made regular cash dividend payments to its shareholders for a total of  
P12.21 bn during the year. In total, the Company used P13.83 bn in cash to pay dividends during the 
year. 

• The group prepaid long term debt of P8.97 bn and paid bank loans of P2.33 bn. 
• Payments made by TLI to PSALM on its finance lease obligations of P6.72 bn. 

 
All of the above activities resulted to net cash outflows used in financing activities for the year of P12.25 bn. 
 
At the end of the year, Cash and cash equivalents of the group slightly increased from P30.68 bn as of December 
31, 2012 to P31.38 bn as of December 31, 2013. 
 
Financial Ratios 
 
The increase in current liabilities brought about by the VECO consolidation was offset by the decrease in current 
liabilities brought about by Hedcor Sibulan, Inc.’s prepayment of P3 bn in Long Term Debt which was already 
classified as a current liability at the end of 2012 and the payment of  P1.28 bn in bank loans during the year 
which led to an increase in current liabilities by only 8% versus an increase in current assets of 17%. The changes 
resulted to an improvement in Current ratio at year end of2.87x from 2.65x in the previous year. 
 
As total debt rose by 27% and equity increasing by only 8%, the Company’s debt to equity ratio is now 1.13 as of 
December 2013 as compared to 0.98 as of December 31, 2012. 
 
Outlook for the Upcoming Year/Known Trends, Events, Uncertainties which may have Material Impact on 
Registrant 
 
Over the long term, AboitizPower remains to be in a very good position to benefit from the opportunities that 
developments concerning the electricity industry will bring. Its sound financial condition, coupled with a number 
of initiatives that the Company is undertaking will allow it to create additional generating capacity over the next 
several years. Nevertheless, AboitizPower sees several developments that may affect earnings in 2014. These 
developments are as follows: 
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Power 
 

Generation Business 
 

1. Ancillary Services 
 

SN Aboitiz Power (SNAP) a partnership between AboitizPower and SN Power Invest AS (SN Power), is currently 
providing ancillaryservices to National Grid Corporation of the Philippines (NGCP) under an Ancillary Services 
Procurement Agreement (ASPA). TheASPA for Magat expired last November 5, 2012 while Binga’s ASPA expired 
on June 25, 2013. 
 

The Company earlier disclosed that its Affiliates, SN Aboitiz Power – Magat, Inc. (SNAP-Magat) and SN Aboitiz 
Power – Benguet, Inc. (SNAP-Benguet), have respectively signed ASPAs with NGCP for the provision of regulating, 
contingency, and dispatchable reserves from the Magat and Ambuklao Hydroelectric Power Plants. Another 
Affiliate, Therma Luzon, Inc. (TLI), which runs the Pagbilao Coal Plant, also signed an ASPA with the NGCP covering 
both firm and non-firm capacities for contingency reserve. The ASPAs of Magat and Ambuklao shall be valid for 
three years once the approval of the Energy Regulatory Commission (ERC) for the contract has been secured. On 
the other hand, TLI’s ASPA is valid for a period of five years from the date of approval by the ERC.  The issuance of 
a provisional authority (PA) from the ERC paved the way for the implementation of the new ASPAs for theMagat, 
Ambuklao and Pagbilao plants starting July 26, 2013. 
 

For Magat, ERC provisionally approved the ASPA rates with some revisions. SNAP filed a Motion for 
Reconsideration (MR) for the Magat ASPA, which remains unresolved while the final approval is still pending. 
 

The ERC also issued a PA on the Ambuklao ASPA signed by SNAP and NGCP. SNAP filed an MR  with the ERC on the 
PA. Both the MR and the Final Approval of the Ambuklao ASPA are still pending with the ERC. In the meantime, 
both parties have yet to implement the Ambuklao ASPA due to ongoing discussions on the technical parameters 
of the service to be rendered. 
 
SNAP-Benguet also signed an ASPA for the provision of non-firm capacities for regulating reserve, contingency 
reserve, dispatchable reserve and blackstart capability from the Binga hydroelectric power plant. As of February 
2014, SNAP-Benguet received the order from the ERC provisionally approving the ASPA between the company 
(Binga) and NGCP. SNAP filed an MRon the methodology of payment. 
 
AboitizPower believes that the implementation of the new ASPAs will result in a significant reduction in the 
Company’s ancillary revenues due to the restructuring of the pricing mechanism for ancillary services, which used 
to be linked to spot market rates. On the other hand, the addition of the Ambuklao and Pagbilao plants as 
licensed ancillary service providers will help offset the expected decline in ancillary revenue. 
 

2. Conversion of AP Renewables, Inc.’s (APRI) existing steam contract to a Geothermal Resource Sales 
Contract 
 

On May 26, 2013, APRI’s current steam supply contract with the Philippine Geothermal Production Corporation 
(PGPC, formerly known as Chevron) shifted to a Geothermal Resource Sales Contract (GRSC). The change is due to 
an existing provision under the government’s existing contract with Chevron when the Tiwi-Makban facilities were 
bidded out under the former’s privatization program. Under the GRSC, the effective steam price of APRI payable 
to PGPC will be at a premium to coal. Due to competition from coal plants, the contracts of APRI mimic that of 
coal plants, including the proportion of fuel to total cost of power. 
 

To ensure that APRI will continue to remain competitive in the market, a two-month interim agreement 
supplementing the GRSCwas implemented on August 14, 2013. This will result in a lower fuel cost during off-peak 
hours, thus allowing AboitizPower tomaximize sales even during this period. The agreement is currently being 
extended every two months. Ultimately, the Company aims to close a permanent agreement with the steam 
supplier that will also enable the full development of the existing steamfield and maximize utilization of the Tiwi-
Makban plants. 

 

3. Expiration of Income Tax Holiday 
 

Several of the Aboitiz Power’s plants were eligible for an income tax holiday (ITH) upon their acquisition by the 
Company. Upon the expiration of the ITH, the respective plants will now be assessed a corporate income tax in 
accordance with the relevant laws. In 2014, the ITH of TLI and SNAP-Magat will expire. 
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SNAP-Magat 
 
The Board of Investments approved SNAP-Magat’s application to avail of the one-year bonus ITH under Executive 
Order No. 226 (Omnibus Investments Code of 1987) which pushed the original expiration from July 11, 2013 to 
July 11, 2014. After the lapse of SNAP Magat’s ITH this year, it is now liable to pay income tax, which would be 
whatever is higher between 30% regular corporate income tax based on net income or 2% minimum corporate 
income tax based on gross income. 
 
Therma Luzon, Inc. 
 
On February 26, 2010, the BOI approved the TLI’s application as a New Independent Power Producer 
Administrator (IPPA) of the 700 MW Pagbilao Coal Fired Thermal Power Plant Project under Energy with Non-
Pioneer Status under the Omnibus Investments Code of 1987.  On April 21, 2010, the BOI granted the company’s 
request for the adjustment of the commencement of its ITH availment period from February 26, 2010 to January 
1, 2010. 
 
Among other incentives, the BOI granted the company an ITH for a period of four (4) years without extension 
from January 1, 2010 or actual start of operation, whichever is earlier but in no case earlier than the date of 
registration. The ITH incentives shall be limited only to the sales/revenue generated from the sale of electricity of 
the power plant. Based on this schedule, TLI willnow be subject to a 30% corporate income tax beginning January 
2014. 

 
4. Increase in Attributable Generating Capacity 

 

Notwithstanding the challenges over the short-term, AboitizPower has built the necessary foundation to sustain 
its growth trajectory over the long term. Over the next several years, AboitizPower looks to expanding its portfolio 
of generation assets by implementing the following projects. 

 

Greenfield and Brownfield developments 
 

600 MW (net) Coal-Fired Power Plant in Subic. This is a project by Redondo Peninsula Energy, Inc. (RP 
Energy), a joint venture among Meralco PowerGen Corporation (MPGC), Aboitiz subsidiary Therma Power, 
Inc. (TPI) and Taiwan Cogeneration International Corporation (TCIC). AboitizPower, through TPI will have an 
equity interest of 25% in RP Energy. The project involves the construction and operation of a 2x300 MW 
(net) circulating-fluidized-bed (CFB) coal-fired power plant located within the Subic Bay Freeport Zone. On 
November 15, 2012, RP Energy was issued anamended Environmental Compliance Certificate to cover two 
high-efficiency 300-MW (net) units with main steam reheat systems. Site preparation is substantially 
completed. The EPC contract has been awarded to Hyundai with Foster Wheeler and Toshiba as major 
subcontractors/suppliers of the CFB boilers and turbine-generators, respectively. 
 

Hyundai has not been notified to proceed with the works, however, because of the filing with the Supreme 
Court of a petition for a Writ of Kalikasan and environmental protection order by an ad hoc group of 
individuals and organizations. The petition was remanded to the Court of Appeals for a hearing. The Court 
of Appeals denied the issuance of Writ of Kalikasan for lack of merit, but nonetheless, nullified RP Energy’s 
Environmental Compliance Certificate and landlease with SBMA on grounds of DENR non-compliance with 
procedural requirements and SBMA failure to secure LGU approvals/endorsements, respectively. This 
decision is the subject of three Petitions for Review on Certiorari to the Supreme Court filed by RP Energy, 
DENR and SBMA that may require the first semester of 2014 to resolve. In view of the legal dispute, the 
commercial operation of the power plant is now estimated to begin in mid to late 2017. 
 

300 MW CFB Coal-Fired Power Plant in Davao. AboitizPower, through 100%-owned subsidiary Therma 
South, Inc. (TSI), is putting up a 2x150 MW CFB coal-fired power plant in Davao, which is the biggest load 
center in the island of Mindanao. The project broke ground in May 2012. The EPC contract for the power 
block was awarded to Formosa Heavy Industries (FHI) with FHI supplying the CFB boilers and Fuji as major 
subcontractor/supplier of the turbine-generators. The EPC contract for the balance of plant equipment and 
their integration with the power block was awarded to aconsortium of Black & Veatch Corporation and 
Leighton Contractors (Philippines), Inc. Commissioning and testing ofthe first unit is expected to begin 
during the fourth quarter of 2014. The facility is expected to become fully operational within the first half 
of 2015, thereby providing Mindanao with the much-needed reliable, competitively-priced and 
environmentally-safe baseload power.  



72 ∙  SEC FORM 17-A (ANNUAL REPORT) 
 

400 MW (net) Pulverised Coal-Fired Power Plant in Pagbilao, Quezon. On September 27, 2011, 
AboitizPower signed a Memorandum of Understanding with Marubeni Corporation (Marubeni) to formalize 
their intention to jointly develop, construct and operate a coal-fired power plant with a capacity of 
approximately 400 MW (net). The proposed locationwill be within the premises of the existing 735 MW 
(net) Pagbilao Units I and II Coal-Fired Thermal Power Plant in Quezon province. The terms and conditions 
of the joint investment will be finalized in a definitive shareholder agreement to be agreed upon by the 
parties. Marubeni and Tokyo Electric are shareholders of TeaM Energy Corporation (TeaMEnergy), which 
owns and operates the Pagbilao Units I and II under a build-operate-transfer contract with the 
NationalPower Corporation (NPC). On the other hand, AboitizPower, through wholly owned subsidiary TLI, 
is the IPPA of theEnergy Conversion Agreement between TeaM Energy and NPC under an Independent 
Power Producer AdministrationAgreement with the Power Sector Assets and Liabilities Management 
Corporation (PSALM), which manages theassets and IPP contracts of NPC. TeaM Energy and TLI will form 
Pagbilao Energy Corporation to own Unit 3. The terms and conditions of the joint investment will be 
finalized in a definitive shareholder agreement between the Parties. Commercial operations of Unit 3 are 
targeted within the year 2017. 
 

300-MW (net) CFB Coal-Fired Project in Toledo City, Cebu. AboitizPower, through 100%-owned subsidiary, 
ThermaVisayas, Inc. (TVI), is developing a 2 x 150-MW (net) coal-fired power project in Toledo City. The 
project site was acquired in December 2011. The Environmental Compliance Certificate for the project was 
issued in May 2013. 
 

Technical specifications, contract drawings, contract conditions, and requests for EPC proposals were 
issued on July 15, 2013, with a submittal deadline of November 15, 2013, thereafter extended to November 
29, 2013. The evaluation of the three EPC proposals received has been completed. EPC contract award to 
the winning bidder and issuance ofa limited notice to proceed (NTP) with engineering design and site 
preparation construction is expected on or before April 15, 2014, with the NTP with all EPC activities to 
follow in September. Turnover of the first unit is targeted for the second quarter of 2017, with the second 
following three months thereafter. 
 

7 MW Tudaya 1 Hydro Power Plant Project. Hedcor Sibulan, Inc. (Hedcor Sibulan) started the construction 
of Tudaya 1 which is located upstream of the existing Sibulan A pondage in the third quarter of 2012. 
Currently at commissioning stage, it is expected to commercially operate after the issuance of the 
Certificate of Compliance from the Energy Regulatory Commission. The energy produced by Tudaya 1 is 
sold to Davao Light through the power supply agreementsigned in 2007. 
 

6.6 MW Tudaya 2 Hydro Power Plant Project. AboitizPower’s wholly owned subsidiary Hedcor Tudaya, Inc. 
(HedcorTudaya) has started the construction of Tudaya 2 located downstream of the existing Sibulan B. The 
project which commenced construction in the third quarter of 2012 is already 100% complete, and it is 
currently under test and commissioning. The plant, which is intended to sell through the Feed-in-tariff (FIT) 
mechanism once the FIT becomes effective has signed a power supply agreement with DASURECO. A 
composite team from the Department of Energy validated the eligibility of Tudaya 2 as a FIT-eligible plant. 
 

14 MW Sabangan Hydro Power Plant Project. This involves the construction and operation of a hydropower 
plant facility in Mt. Province, in Northern Luzon. This project will be undertaken by a wholly owned 
subsidiary of AboitizPower, Hedcor Sabangan, Inc. The project, which is the first to be constructed in Mt. 
Province, will take approximately 24 months to construct and has commenced construction in May 2013. 
 

68 MW Manolo Fortich Hydropower Plant Project. Hedcor Bukidnon, Inc (Hedcor Bukidnon) is currently 
undertaking the feasibility studies of Manolo Fortich, which is composed of the 43 MW Manolo Fortich 1 
and 25 MW Manolo Fortich 2. Hedcor Bukidnon has completed the MOA with the local government units. It 
is currently completing thepermits and licenses until end of April 2014, after which a 24-month 
construction period will follow. 

 

12 MW Hedcor Tamugan Hydropower Plant Project. In 2010, wholly owned subsidiary, Hedcor Tamugan, 
Inc. (HedcorTamugan), has reached an agreement with the Davao City Water District on the use of the 
Tamugan river. Originally planned as a 27.5 MW run-of-river facility, Hedcor Tamugan submitted a new 
proposal, which involves the construction of a 12 MW hydropower plant. Hedcor Tamugan is waiting for 
the Davao City council to approve the project. Once approval and permits are secured, the two-year 
construction period will commence. 
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Other Greenfield and Brownfield developments. AboitizPower, together with its subsidiaries and associate 
company, is conducting feasibility studies for potential Greenfield and Brownfield projects. 

 
• AboitizPower is actively exploring the viability of developing wind power projects and photovoltaic 

solarprojects consistent with the Company’s focus on environmental sustainability and diversified power 
generation technologies, among others. 

• SNAP is continuing its focus on growth through Greenfield development with new opportunities being 
sought and 380 MW of projects undergoing feasibility studies. 

 
The company, in partnership with the National Irrigation Administration (NIA) commenced the rehabilitation and 
raising of the Maris dam. The project aims to rehabilitate the re-regulating Maris dam downstream of the Magat 
dam in order to modernize its operations and provide operational flexibility for both irrigation and power 
generation purposes. 

 
Additionally, SNAP secured renewable energy service contracts (RESC) from the Department of Energy at the close 
of 2013 for a twin mini-hydro facility project along the Maris Canal. Under Maris Main Canal 1 Project, a 6-MW 
hydroelectric power plant will be constructed at the Ramon, Isabela side of the irrigation canal while a 1.75 MW 
hydrofacility at the Alfonso Lista, Ifugao side will be developed under Maris Main Canal 2 Project. Both plants are 
“run-of-river-type” facilities that will make use of the same water that will flow through the canal for irrigation 
requirements. 

 
Hedcor is conducting feasibility studies for potential hydropower projects located in Luzon, Visayas, and 
Mindanao. Based on current findings, Hedcor sees the potential of building plants with capacities ranging from 10 
MW to 50 MW. When the projects pass the evaluation stage and once permits are secured, the two-year 
construction period for thehydropower plant facilities will commence. 

 
5. Participation in the Government’s Privatization Program for its Power Assets 

 
AboitizPower continues to closely evaluate the investment viability of the remaining power generation assets that 
PSALM intends to auction off. 
 
AboitizPower is also keen on participating in PSALM’s public auction for the IPP Administrator contracts, which 
involves th etransfer of the management and control of total energy output of power plants under contract with 
NPC to the IPP administrators. 
 
Distribution Business 
 
AboitizPower remains optimistic that it will realize modest growth on its existing distribution utilities. It 
continually seeks efficiency improvements in its operations to maintain healthy margins. 
 
On December 13, 2006, the ERC issued the Rules for Setting Distribution Wheeling Rates (RDWR) for privately-
owned distribution utilities entering PBR for the second and later entry points, setting out the manner in which 
this new PBR rate-setting mechanismfor distribution-related charges will be implemented. PBR replaces the 
Return on Rate Base (RORB) mechanism which hashistorically determined the distribution charges paid by 
customers. Under PBR, the distribution-related charges that distribution utilities can collect from customers over 
a 4-year regulatory period is set by reference to projected revenues which are reviewed and approved by the ERC 
and used by the ERC to determine a distribution utility’s efficiency factor. For each year during the regulatory 
period, a distribution utility’s distribution charges are adjusted upwards or downwards taking into consideration 
the utility’s efficiency factor as against changes in overall consumer prices in the Philippines. 
 
The ERC has also implemented a Performance Incentive Scheme whereby annual rate adjustments under PBR will 
take into consideration the ability of a distribution utility to meet or exceed service performance targets set by 
the ERC, such as theaverage duration of power outages, the average time of restoration to customers and the 
average time to respond to customercalls, with utilities being rewarded or penalized depending on their ability to 
meet these performance targets.  
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Cotabato Light’s 2nd Regulatory Period ended on March 31, 2013. A reset process should have been initiated 18 
months prior tothe start of the 3rd Regulatory Period covering April 1, 2013 to March 31, 2017.  The reset process, 
however, has been delayed due to the issuance of an Issues Paper on the Implementation of PBR for Distribution 
Utilities under the RDWR by the ERC in 2013. This paper aims to revisit various matters relating to the reset 
process. The ERC has solicited comments from industryparticipants and has been holding public consultations on 
the Issues Paper. 
 
In March 2013, VECO and Davao Light filed their rate translation application for the fourth regulatory year from 
July 1, 2013 to June 30, 2014. The ERC set the distribution, supply and metering charges of Davao Light and VECO 
in its Decisions dated June 24, 2013. In the case of VECO, since its implementation of the rate translation in the 
third regulatory year was delayedby five months, recovery for the under-recovery was included in its MAP 
recalculation for the fourth regulatory year. A motion for reconsideration was filed by VECO on July 26, 2013 for 
the ERC to amend its rate design to fully achieve the correct AnnualRevenue Requirement for the fourth 
regulatory year. The said motion was decided upon by the ERC in an Order dated December 9, 2013 (docketed 
January 16, 2014) modifying the approved rates in the previous Decision. The under-recoveries arising therefrom 
may be recovered in the next rate filing under the K-factor (correction factor) of the Maximum Average Price 
formula.For SEZ’s and SFELAPCO’s second regulatory year covering October 1, 2012 to September 30, 2013, SEZ 
was able to implementthe new rate schedule in January 2013 while SFELAPCO’s implementation began in April 
2013. Consequently, the resulting under-recoveries from the lag starting from October 1, 2012 were included by 
SFELAPCO and SEZC as under-recoveries in its rate filings in the third regulatory year. The said applications are 
under the ERC’s review as of year-end 2013. 
 
Market and Industry Developments 
 
1. Open Access and Retail Competition 
 
Per EPIRA, the conditions for the commencement of the Open Access and Retail Competition are as follows: 
 

(a) Establishment of the WESM; 
(b) Approval of unbundled transmission and distribution wheeling charges; 
(c) Initial implementation of the cross subsidy removal scheme; 
(d) Privatization of at least 70% of the total capacity of generating assets of NPC in Luzon and Visayas; and 
(e) Transfer of the management and control of at least 70% of the total energy output of power plants under 

contractwith NPC to the IPP administrators. 
 
Under the Open Access and Retail Competition, an eligible contestable customer, which is defined as an end-user 
with a monthly average peak demand of at least 1 MW for the preceding 12 months, will have the option to 
source their electricity from eligible suppliers that have secured a Retail Electricity Supplier license (RES) from the 
ERC. 
 
Commencement of Open Access 
 
In June 2011, ERC declared December 26, 2011 as the Open Access Date to mark the commencement of the full 
operations of the competitive retail electricity market in Luzon and Visayas. However, after careful deliberation, 
the ERC acknowledged that not all the necessary rules, systems and infrastructures required for the 
implementation of the Open Access and Retail Competition have been put in place to meet the contemplated 
timetable for implementation. In October 2011, the ERC announced the deferment of the Open Access Date. In 
September 2012, the ERC declared the start of Open Access on December 26, 2012. Open Access commercial 
operations under an interim development system have been implemented starting June 26, 2013. 
 
The implementation of Open Access starting June 26, 2013 enabled AboitizPower to increase its contracted 
capacity through the delivery of power to Affiliate and non-Affiliate RES companies. AboitizPower has two wholly 
owned subsidiaries (i.e. AboitizEnergy Solutions, Inc. and AdventEnergy, Inc.) that are licensed RES. Open Access 
allowed Aboitiz Energy Solutions, Inc. And AdventEnergy, Inc. to enter into contracts with the eligible contestable 
customers. Moreover, Open Access also facilitated AboitizPower to contract with other RES companies. Currently, 
AboitizPower has signed contracts equivalent to approximately300 MW through its RES companies. 
 
The ERC issued Resolution 22 Series of 2013. 
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ERC issued revised licensing regulations for RES companies operating in the Retail Supply Segment last December 
19, 2013. Items amended include the following: 
 

• Restriction for Generator, IPPA and DU Affiliates in securing license as a RES company; 
• Transfer of live Retail Supply Contracts (RSCs) for RES with expired license to another licensed RES; 
• Determination of full retail competition to be made by ERC not later than June 25, 2015; 
• Contracted capacities of RES Affiliates to be included in the grid limitations imposed on Generation 

Companies; 
• End-user Affiliate RES limited to supplying up to 50% of its total contestable customer Affiliates; 
• RES companies are limited to procuring up to 50% of its generation requirements from Affiliate 

Generation Companies; 
• Annual submission of 5-year Business Plan; and 
• Submission of live Retail Supply Contracts for review by the ERC. 

 

Since Resolution 22 Series of 2013 limits the retail suppliers and creates non-assurance of renewal of RES license 
for existin gretailers, then the Retail Electricity Suppliers Association (RESA) challenged its legality at the Pasig RTC. 
Trial is currently ongoing to clarify the legality of such issuance. 

 

2. Interim Mindanao Electricity Market (IMEM) 
 

The Department of Energy (DOE) issued Department Circular No. 2013-05-0008 “Promulgating the Interim 
Mindanao Electricity Market Implementing Rules”. Correspondingly, DOE also issued DC No. 2013-09-0020 
approving pertinent IMEM Manuals. 
 

The IMEM has the following features: 
• Day-ahead pricing and scheduling; 
• Zonal pricing 
• IMEM is for available resource capacity after taking out bilateral contract quantities 
• In-Day Market is for imbalances or deviation from day-ahead schedules only 
• Deviations from day-ahead schedule will be subject to penalties and incentives 

 

The IMEM started on December 3, 2013 and the first IMEM billing period ended on December 25, 2013. The first 
IMEM billing period has not been fully settled and succeeding billing periods were still not billed by PEMC. Since 
then, the IMEM has been under market intervention due to transmission issues effective March 14, 2014. 
 

3. Price Hike Issue for November and December 2013 Billing Months 
 

Due to the maintenance shutdown of Malampaya Natural Gas Field, the dispatch of Natural Gas-fired power 
plants were affected which caused the increase in the WESM prices in November and December 2013 Billing 
Months. The Supreme Court issued aTemporary Restraining Order (TRO) in GR Nos. 210245 and 201255, pegging 
the generation charge of Meralco to P5.6673/kWh. The TRO should have ended last February 2014, however was 
extended until April 2014. The extended TRO also includesthe generators non-collection of the increase in 
generation charge. 
 

Issuance of ERC Case No. 2014-021MC 
 
ERC issued ERC Case No. 2014-021 MC “In the Matter of the Prices in the Wholesale Electricity Spot Market 
(WESM) For the Supply Months of November and December 2013 and the Exercise by the Commission of its 
Regulatory Powers to Intervene and Direct the Imposition of Regulated Prices therein without Prejudice to the 
ongoing Investigation on the Allegation of Anti-Competitive Behavior and Possible Abuse of Market Power 
Committed by some WESM Participants” on March 3, 2014. The ERC issued an Order to VOID the WESM Prices in 
Luzon for November and December billing periods and declares the imposition ofregulated prices in lieu thereof, 
in the exercise of its police power. 

 

The ERC Order adjusted prices retroactively. Regulated prices are calculated based on the load weighted average 
of the ex-postnodal energy prices and meter quantity of the same day same interval that have not been 
administered from December 26, 2012 to September 25, 2013. The Order includes the availment of oil-based 
plants of additional compensation to cover their full Fuel and Variable O&M Costs. Several subsidiaries and 
Affiliates of AboitizPower, most notably SNAP Magat, SNAP Benguet, APRI, and TLI, will be affected by the 
decision as they had exposure to the spot market during the November-December period either as purchasers (as 
in the case of TLI), or as sellers.  
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4.  Reserve Market 
 
The DOE issued Department Circular No. DC2013-12-0027, “Declaring the Commercial Launch for the Trading of 
Ancillary Service in Luzon and Visayas under the Philippine Wholesale Electricity Spot Market” dated December 2, 
2013. The said Department Circular sets the responsibility of the Philippine Electricity Market Corporation (PEMC), 
NGCP, NEA and all WESM Members with regard to the operation of the Reserve Market. 
 
The trial operations started on February 26, 2014, and PEMC is still reviewing its results before certifying for 
market readiness. The Pricing and Cost Recovery Mechanism of the Reserve Market is still under review by the 
ERC under ERC Case # 2007-004RC. The last hearing was on March 13, 2014. 
 
The tentative launching of the Reserve Market is on May 26, 2014 for three (3) reserve categories, namely: 
Frequency Regulation, Contingency Reserve and Dispatchable Reserve. The Reserve Market will also include the 
scheduling of the ancillary services under ASPA with NGCP. 
 
Year Ended December 31, 2012 versus Year Ended December 31, 2011 

 

 DISCUSSION ON HEY PERFORMANCE INDICATORS 
 

Key Performance Indicators 
2012 

(As Restated) 
2011 

(As Restated) 

Amounts in thousands of Ps, except for financial ratios   

   

SHARE IN NET EARNINGS OF ASSOCIATES 9,939,763 8,437,887 

EBITDA 34,241,928 32,880,602 

CASH FLOW GENERATED:   
Net cash flows from operating activities 24,867,739 22,675,901 
Net cash flows (used in) investing activities 4,516,210 (5,013,103) 
Net cash flows from used in financing activities (22,055,061) (12,575,210) 

Net Increase in Cash & Cash Equivalents 7,328,888 5,087,588 

Cash & Cash Equivalents, Beginning 23,391,561 18,301,845 

Cash & Cash Equivalents, End 30,678,493 23,391,561 

CURRENT RATIO 2.65 3.46 

DEBT-TO-EQUITY RATIO 0.98 1.20 

 
The Company’s Share in net earnings of associates increased by 18% or by  P1.50 bn as compared to the same 
period lastyear. The following associates contributed to the increase: 

 
• Higher contributions from both SN Aboitiz Power - Magat, Inc. (SNAP-Magat) and SN Aboitiz Power - 

Benguet, Inc. (SNAP-Benguet). Both companies saw a drop in ancillary revenues during the year due to 
lower acceptance on its nominated capacities to the National Grid Corporation of the Philippines 
(NGCP). Higher sales to theWholesale Electricity Spot Market (WESM) at favorable prices made up for 
the lower ancillary revenues which allowed both companies to continue to be strong contributors to 
the Group's net earnings from its associates. 
 

• The Company saw stronger earnings contributions from Cebu Energy Development Corporation (Cebu 
Energy) this year as compared to the prior year. In the first quarter of 2011, Cebu Energy’s revenues 
were billed underpre-commercial operating discounted tariffs compared to full contracted tariffs upon 
commercial operationsin 2012. Cebu Energy also managed to realize higher margins on its sales to the 
Visayas Spot Market during the year. 
 

• Robust growth in the demand for electricity in the franchise area of the Visayan Electric Company, Inc. 
(VECO), coupled with higher earnings contribution from higher margins as a result of the 
implementation of its approved distribution tariff under the Performance Based Regulation (PBR) 
scheme accounted for the higher contributions from this major distribution utility in the Group’s 
portfolio. 
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Current ratio at the end of 2012 is 2.65x from 3.46x of the previous year. The lower current ratio is due to a higher 
increase in the Group’s current liabilities versus the increase in its current assets. The increase in current liabilities 
comes from higher balances in Trade and Other Payables as well as higher portions of the long term debt of the 
group which will be settled within the next 12 months. 
 

Debt to equity ratio improved from 1.20 as of December 2011 to 0.98 as of December 31, 2012 (as restated).  This 
is mainly due to the higher increase in equity which exceeds the increase in liabilities. 
 

Results of Operations 
 

The Company’s consolidated net income for the year came in at P24.43 bn as compared to P21.63 bn, a 13% 
increase (as restated).  This year’s results translate to an earnings per share of P3.32. 
 

The Company’s core net income for 2012 amounted to  P23.70 bn, a 12% improvement from the previous year.  
The following transactions were taken into account to arrive at the Company’s Core net income for the year: 
 

• Foreign exchange gains resulting from the revaluation of consolidated dollar-denominated loans and 
placements amounting to P1.5 bn. 

 

• Recognition of one-time expenses due to the following: (1) higher fuel cost booked by its geothermal 
assets due to reimbursement made to its steam supplier for expenses incurred from previous years; (2) 
the downward revenue adjustment of a wholly-owned Subsidiary as a result of an Energy Regulatory 
Commission (ERC) ruling regarding its ancillary services contract; (3) the debt prepayment cost incurred 
by the Company; and (4) the recognition by the Company of a one-time, non-recurring expense due to 
the write-off of deferred tax assets related to the expiring NOLCO and expiring minimum corporate 
income tax (MCIT). 

 

All in all, the Group recognized P705 mn in non-recurring gain in 2012. 
 

Power Generation 
 

The Generation Group continues to be a dependable contributor to the earnings of the Company accounting for 
89% of the Company’s earnings. This year the group contributed P22.76 bn, an 11% improvement from last year’s 
contribution of P20.43 bn. 
 

Higher outage levels as well as increase demand brought about by increased economic activity and warmer 
temperatures, drove the increase in the group’s average selling price for its power. Average selling prices went up 
by 3% during the year driven mostly by the group’s sales to the spot market. 
 

Volume sold also registered a 13% YOY increase from 9,422 GWh to 10,660 GWh. This comes primarily from more 
bilateral contracts served during the period which increased by 17% YOY. On a capacity basis, the Company’s 
attributable sales increased by 9% YOY, from 1,413 MW to 1,547 MW, given the rising capacity sales through 
bilateral contracts. Capacity sold factors in general rose during the year, with the coal, geothermal and oil plants 
registering at 74%, 85%, and 93%, respectively. Lower than projected acceptance of ancillary capacity 
nominations led to lower capacity sold factors of the large hydros which came in at 86% by the end of 2012. 
 

The partial completion of the rehabilitation of the Binga (2 of 4 units) hydropower plant coupled with the 
commercial operation of the 4-MW Irisan Greenfield hydropower plant resulted to a marginal increase in the 
Company’s attributable capacity to 2,353 MW as of end-December 2012.  
 

Power Distribution 
 

Income contribution from the power Distribution Group went up by 16%, contributing P2.80 bn from P2.41 bn 
from the previous year, due to higher electricity sales and higher gross margins. Total attributable electricity sales 
grew by 6% from 3,727 GWh to 3,934 GWh. Electricity sales went up in all of the Distribution Utilities’ customer 
segments, led by the industrial segment which went up by 6%, fueled by the country’s increased economic 
activity. Sales to residential customers went up by 5% while the commercial segment went up by 3%. The group’s 
average gross margin for 2012 improved by 11% YOY to P1.60/kWh, mainly due to the implementation of the 
Distribution Utilities’ approved rates under the PBR. Gross margins were further enhanced by the reduced 
systems losses of VECO and Cotabato Light and Power Company (Cotabato Light), with reductions to their level of 
system loss by 0.8 and 0.9 percentage points, respectively, as a result of initiatives implemented during the period 
in review. 
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Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income 
 
Consolidated Statements of Income 
 
Consolidated net income attributable to equity holders of the Parent increased by 13% from P21.61 bn in 2011 
(as restated) to P24.43bn in 2012 (as restated). The various movements in the revenue and expense items are 
shown below to account for the said increase: 

 
Consolidated Net Income Attributable to the Equity Holders of the Parent for 2011 (As Restated) P21,608,253 

Increase in operating revenues 7,677,528 

Increase in operating expenses (7,602,951) 

Increase in share in net earnings of associates 1,501,803 

Increase in interest income 67,392 

Decrease in interest expense 343,733 

Increase in other income 1,290,757 

Higher provision for taxes (265,775) 

Increase in income attributable to non-controlling interests (213,925) 

Total 2,798,562 

Consolidated Net Income Attributable to Equity Holders of the Parent for 2012 P24,406,815 

 
Operating Revenues 
(14% increase from P54.48 bn to P62.15 bn) 
 
Consolidated operating revenues shored in by the Generation segment increased by 15% from P39.94 bn to 
P46.03 bn. Higher revenues at Therma Luzon, Inc. (TLI) made up 70% of the increase due to higher volume in 
electricity sold. Higher operating revenues at AP Renewables, Inc. (APRI), a geothermal plant, make up a 
significant portion of the balance which went up by 8% versus the prior year due to the combined effects of 
higher electricity sales and better prices. 
 
The distribution segment also increased its operating revenues from P14.36 bn in 2011 to P15.85 bn in 2012. 
The 10% increase is mainly attributable to higher revenues at Davao Light & Power Company, Inc. (Davao Light) 
due to its PBR adjusted tariffs and higher electricity sales. Subic EnerZone Corporation (SEZ) likewise contributed 
to the increase which also comes from its PBR adjusted tariffs. 
 
Operating Expenses (As Restated) 
(22% increase from P34.09 bn to P41.70 bn) 
 
Overall, consolidated operating expenses went up by P7.61 bn versus the previous year. The increases are 
accounted for asfollows: 

 
• Cost of generated power increased by 48% or P3.64 bn. The increase is accounted for mainly by costs at 

TLI and Therma Marine, Inc. (TMI) which consumed more fuel resulting from higher dispatch. Fuel costs 
at both companies are also slightly higher than the previous year. Cebu Private Power Corporation 
(CPPC) also saw its fuel costs increase in 2012. Cost of generated power at APRI due to higher steam 
costs also contributed to the higher cost of generated power. 
 

• Cost of purchased power increased by 26% or P1.98 bn. The increase comes from (a) higher purchased 
power costs at APRI as it purchased to cover its generation shortfall and (b) higher cost of purchased 
power at DavaoLight. 
 

• General and Administrative expenses are higher by P1.12 bn. This arose from (a) higher provisions 
taken up for trade receivables and (b) higher outside services. 
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Share in Net Earnings of Associates (As Restated) 
(18% increase from P8.44 bn to P9.94 bn) 
 

SNAP–Magat and SNAP-Benguet managed to provide a combined increase in contribution of P1.48 bn more 
than last year. Despite the lower contribution coming from its sales on ancillary services, the better than 
projected sales and pricing to the WESM has continued to buoy the contributions from the two large 
hydropower companies. 
 

Cebu Energy also had higher contributions this year owing to contracted tariffs during the year compared to 
pre-operating selling prices in the first two months of last year. Cebu Energy sales to the Visayas Spot Market 
further augmented its bottom line contributions. 
 

VECO continues to provide higher contributions driven by better gross margins and higher electricity sales. The 
robust contributions by the above mentioned companies were dampened by the lower contributions from 
STEAG State Power Inc. (STEAG Power) as a contractual rebasing of its tariffs led to lower gross margins. 
 

Interest Income 
(8% increase from P862 mn to P929 mn) 
 

During the year, the average cash balances held by the Company as well as at its Subsidiaries were higher than 
the average balances carried during most of 2011. The robust cash position resulted in the increase in Interest 
Income recognized for the period in review. 
 
Interest Expense 
(5% decrease from P7.35 bn to P7 bn) 
 
Interest expense declined by P 344 mn mainly due to the Company’s lower debt balances through most of 2012 
as compared to 2011. The Company prepaid most of its Long Term Debt in the past year. 
 
Other Income 
(186% increase from P693mn to P1.98 bn) 
 

The increase in Other Income is mainly due to higher unrealized foreign exchange (FX) gains recognized at TLI 
from the restatement of its dollar-denominated debt in contrast with unrealized FX losses taken up in 2011. 
 

Provision for Taxes 
(24% increase from P1.12 bn to P1.39 bn) 
 

The 24% increase in the provisions made for taxes totalling P266 mn is primarily coming from the take up of 
higher deferred tax provisions at TLI compared to provisions taken up in the previous year. 
 

Net Income Attributable to Non-controlling Interests (As Restated) 
(78% increase from P276 mn to P490 mn) 
 

The increase in net income attributable to minority interests was largely due to the increase in Abovant 
Holdings, Inc.’s (Abovant) earnings for the period of which 40% is for the account of the minority shareholders. 
Abovant’s associate Cebu Energy improved its contributions over that of 2011 as it managed to bill better tariffs 
and higher sales to the spot market during the year. The balance of the increase is due to the take up of the 
minority shareholder’s participation in the increase in CPPC’s net income. 
 

Consolidated Statements of Comprehensive Income (As Restated) 
 

Consolidated comprehensive income attributable to equity holders of the Parent Increased from P20.94 bn in 
2011 to P 24.01 bn in 2012. The increase is mainly due to the increase in consolidated net income recognized 
during the period. 
 

Changes to PAS 19 required the recognition of actuarial gains and losses in Other Comprehensive Income. The 
change resulted to a P34 mn in comprehensive loss presented in the Consolidated Statements of 
Comprehensive Income. 
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Changes in Registrant’s Resources, Liabilitiesand Shareholders’ Equity 
 

Assets 
 

Total assets as of December 31, 2012 increased by P9.73 bn or 6% versus total assets as of December 31, 2011. 
The major changes in the balance sheet accounts are discussed below. 

 

a) Cash and Cash Equivalents grew by 31% from P23.39 bn as of December 31, 2011 to P30.68 bn as of 
December 31, 2012. The biggest increase in cash balances are at TLI and APRI as cash flows from their 
operating activities increased their cash balances as of year-end. 
 

b) Trade and Other Receivables decreased by 14%. The decrease is mostly accounted for by the payment of 
P2.5 bn in dividends by one of the Company’s associates which was outstanding as of year end 2011. This 
decrease was offset by an increase in Trade and Other Receivables at TLI. 
 

c) Other Current Assets decreased by 6% (from P1.11 bn in 2011 to P1.04 bn in 2012) mainly due to a 
decrease in input VAT particularly at APRI during the period in review. 
 

d) Property, Plant and Equipment increased by 8% or P6.44 bn. The increase is due to the on going 
construction of a 300-MW Coal-fired Power Plant in Davao through a 100%-owned Subsidiary TSI. The 
balance of the increase is from the on going rehabilitation at Tiwi-MakBan geothermal plants under APRI. 
 

e) Intangible Assets decreased by P477 mn during the year as amortization during the year is recognized. 
 

f) Investments in and Advances to Associates (as restated) decreased by P3.26 bn resulting from cash 
dividends received during the year. 
 

g) Net Pension Assets (as restated) significantly increased by 12% as significant contributions were made by 
TSI to its retirement fund. 
 

h) Deferred Income Tax Assets (as restated) decreased by 31% due to the write-off of deferred tax assets by 
the Company as it related to the expiring NOLCO and expiring minimum corporate income tax (MCIT). 
 

i) Other Noncurrent Assets increased by 32% (from P3.95 bn in 2011 to P5.21 bn in 2012) mostly from the 
recognition of Other Noncurrent Assets at APRI relating to its Input VAT. Similarly, Other Noncurrent 
Assets at TSI also increased during the year. 

 
Liabilities 
 
Consolidated liabilities decreased by 3% from P83.34 bn as of December 31, 2011 to P80.46 bn as of December 
31, 2012. 
 

a) Bank Loans decreased by 21% or P338 mn as Hedcor, Inc. (Hedcor), Davao Light and Cotabato Light paid 
down short term bank loans which were availed to meet working capital requirements. 
 

b) Trade and Other Payables rose by 41% or P2.93 bn mainly from the recognition of dividends payable by 
the Company after a special cash dividend was declared in November 2012. Aside from the recognition of 
the dividend payables, this account also increased as higher costs leading to increase in payables are 
recognized at TMI while at APRI, rehab related expenses increased its payable balances. 
 

c) Derivative Liability went up by P21 mn as it relates to an interest rate swap agreement entered into by 
Luzon Hydro Corp. (LHC) in order to hedge its floating rate exposure on its loan. 
 

d) Income Tax Payable decreased by 13% due to lower provisions taken up at Davao Light and CPPC. 

 

e) Long Term Debt decreased by P7.63 bn arising mainly from the following payments made by the 

Company during the year: 
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i. Prepayment of P5.0 bn of its 2009 Fixed Rate Corporate Notes; 
ii. Prepayment of P2.29 bn of its 5 year Retail Bonds; 
iii. Prepayment of P 543 mn of its 7-year 2008 Fixed Rate Corporate Notes; and 
iv. Payment of P705.6 mn of the maturing portion of its Retail Bonds. 

 
f) Finance Lease Obligations recognized at TLI increased by 3% or P1.67 bn, as accreted interest expenses 

on the Finance Lease Obligation exceeds the amount of monthly payments made to PSALM. 
 

g) Payable to preferred shareholders of a subsidiary inclusive of current portion decreased by 27% or P17 
mn as payments to preferred shareholders were made in the first quarter of the year. 
 

h) The bulk of the increase in Customer Deposits which increased by 11% or P240 mn was mainly due to 
new connections in the franchise area of Davao Light as it its customer base continues to grow. 
 

i) Pension Liability (as restated) decreased by 9% or P20 mn as obligations were funded during the year. 
 

j) Deferred Income Tax Liabilities (as restated) increased by 82% or P303 mn due to TLI’s recognition of 
corresponding income tax provision on the unrealized FX gains on TLI’s dollar obligations to PSALM 
beyond its income tax holiday period. 

 
Equity (As Restated) 
 
Equity attributable to equity holders of the Parent increased from P68.23 bn as of December 31, 2011 to P80.89 
bn as of December 31, 2012. The increase is mainly due to the increase in retained earnings which went up by 
P13.07 bn as aresult of the consolidated net income recorded for the period under review of P24.41 bn and net of 
the cash dividendsdeclared during the period which totaled to P11.33 bn. 
 
Material Changes in Liquidity and Cash Reserves of Registrant 
 
Cash and Cash Equivalents grew by 31% from P23.39 bn as of December 31, 2011 to P30.68 bn as of December 31, 
2012. Cash generated from the Group’s operations was the largest source of cash inflow bringing in P24.84 bn 
during the year, an increase of P2.27 bn versus last year. The Company’s strong earnings continue to be the major 
driver in the Company’s cash position. 
 
The Group’s cash flows from investing activities went from a net outflow of P4.98 bn in 2011 to a net inflow of 
P4.54 bn during the year. This is mainly driven by P13.98 bn in dividends received. Investments into capital 
expenditures for Property Plant and Equipment continue to be made by the Group, which accounted for 
investment cash outflows of P9.86 bn. 
 
Cash flows used in financing activities in 2012 totalled P22.06 bn versus P12.58 bn in 2011. This substantial 
increase in cashoutflow is due to (a) P9.71 bn in dividends paid during the year (b) long term debt payments made 
totalling P9.16 bn and(c) payments to settle finance lease obligations of P2.48 bn. 
 
All of the above accounts for the increase in Cash and Cash Equivalents during the year. 
 
Financial Ratios 
 
Current Ratio at the end of the year is 2.65x from 3.46x in the previous year. The lower current ratio is due to a 
higher increase in the Group’s current liabilities versus the increase in its current assets. The increase in current 
liabilities comesfrom higher balances in Trade and Other Payables as well as higher portions of the long term debt 
of the group which willbe settled within the next 12 months. 
 
Debt to Equity Ratio (as restated) improved from 1.20 as of December 2011 to 0.98 as of December 31, 2012. This 
is mainly due to the higher increase in equity which exceeds the increase in liabilities. 
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Year Ended December 31, 2011 vs. Year Ended December 31, 2010 

 

DISCUSSION ON KEY PERFORMANCE INDICATORS 
 

Key Performance Indicators 
2011 

(As Restated) 
2010 

Amounts in thousands of Ps, except for fianancial ratios   

   

SHARE IN NET EARNINGS OF ASSOCIATES 8,437,887 4,625,883 

EBITDA 32,880,602 34,361,919 

CASH FLOW GENERATED:   
Net cash flows from operating activities 22,675,901 26,865,378 
Net cash flows (used in) investing activities (5,013,103) (3,958,240) 
Net cash flows from used in financing activities (12,575,210) (8,358,116) 

Net Incerease in Cash & Cash Equivalents 5,087,588 14,549,022 

Cash & Cash Equivalents, Beginning 18,301,845 3,814,906 

Cash & Cash Equivalents, End 23,391,561 18,301,845 

CURRENT RATIO 3.46 2.58 

DEBT-TO-EQUITY RATIO 1.20 1.33 

 
The Company’s Share in Net Earnings of Associates for the year rose significantly as compared to last year. The 
increase can be attributed to the contributions from the following associates: 

 
• SNAP-Magat increased acceptance of its nominated capacities to the NGCP led to the significant jump in 

itsancillary revenues during the year. 
 

• STEAG Power, the operator of a 232-MW coal plant in Misamis Oriental, managed to raise its 
earningscontribution this year due to higher revenues coming from the effects of an increase in a major 
index in its pricing formula. STEAG also booked a non-recurring gain on collections of prior years’ cost 
reimbursements from the NPC relating to its fuel importation. 
 

• Cebu Energy fresh earnings contributions following the start of the commercial operations of its 246-MW 
CoalPlant in Toledo, Cebu last February 2011. 
 

• VECO's higher earnings contribution from higher margins as a result of the implementation of its 
approveddistribution tariff under the PBR scheme. 

 
Current ratio improved from 2.58 to 3.46 due to the significant upsurge in current assets coupled with a decrease 
in current liabilities versus 2010 year-end levels. The growth in cash, trade and other receivables, and other 
current assets account for the increase in current assets. 
 
Debt to equity ratio also improved from 1.33 as of December 31, 2010 to 1.19 as of December 31, 2011. This is 
mainly due to the buildup of equity which exceeds the increase in liabilities. 
 
Results of Operations 
 
The Company’s consolidated net income came in at P21.61 bn, 14% lower than the P25.04 bn realized in the prior 
year. The year 2011's results translate to an earnings per share of P 2.94. 
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After adjusting for non-recurring items, the Company’s core net income for 2011 amounted to P21.12 bn, 14% 
lower than that of the previous year. Core net income for the year was arrived at after adjusting for the effects of 
the revaluation of consolidated dollar denominated loans and placements which led to a P164 mn non-recurring 
loss. The Company also recognized P663 mn in one off-gains relating to the [1] revenue adjustments at a wholly-
owned Subsidiary resulting from a favorable ruling by the industry regulator on its tariff structure for an ancillary 
services contract; [2] reversal of the 2010 accrued expenses relating to an IPPA contract of a Subsidiary; [3] cost 
reimbursements relating to fuel importation realized by one of the Company’s associates; and [4] non-recurring 
fees were expensed by the Company relating to a prepayment of an outstanding loan in the last quarter of the 
year. 
 
Power Generation 
 
The Generation Companies continue to be a dependable contributor to the earnings of the Company accounting 
for 89% of the Company’s earnings. In 2011, the Generation Companies contributed P20.4 bn, a 16% decline from 
2010’s contribution of P24.39 bn. 
 
The Generation Companies’ lower contributions can be attributed to both demand and supply factors. Demand 
forelectricityremained relatively flat during the year, while on the supply side, there was a significant reduction of 
plant outages in 2011 for the Luzon-based power plants. Both these factors led to a softening of spot market 
prices which translated to lower average selling prices for the Group which dropped by 7% as compared to 
previous years. Volume sold also declined by 3% as compared to 2010's sales. Net generation for 2011 was 9,422 
GWh versus 9,762 GWh in 2010. As a result of low prices that prevailed in the WESM, lower spot market 
transactions were made in 2011. 
 
TLI, the IPPA of the Pagbilao coal-fired power plant, experienced a margin squeeze as fuel costs increased. The 
increase in coal prices during the period affected TLI as majority of its bilateral contracts are currently pegged to 
the NPC Time-of-Use rates which do not allow for a full pass through of its fuel costs. 
 
For the period under review, ancillary service revenues of SNAP-Magat and SNAP-Benguet went up significantly 
over 2010. Higher water levels enhanced the plants’ capability to provide ancillary services, and higher level of 
acceptance of nominated capacities by the NGCP. The income contribution from both companies when combined 
was higher by 81% over that of 2010. The significant contribution, particularly of SNAP-Magat, cushioned the 
impact of the decline for the Power Generation group resulting from selling price and volume variances. 
 
Further mitigating the lower earnings are as follows: [1] higher contributions from TMI resulting from tariff 
adjustmentsapproved by the ERC in the early part of 2011, [2] the full year contributions from Hedcor Sibulan, [3] 
the earnings from Cebu Energy upon full commercial operations, and [4] the robust contribution from STEAG due 
to higher margins over coal and costs recoveries on its fuel importations. 
 
Power Distribution 
 
The Distribution Utilities contributed P2.41 bn from a prior year contribution of P1.93 bn. The Distriution Utilities’ 
25% increase in income contribution came as a result of higher electricity sales and average gross margins. Total 
attributable electricity sales grew by 3% from 3,606 GWh to 3,727 GWh, mostly from growth coming from its 
industrial segment. Average gross margins meanwhile went up by 15% to P1.44 per kWh resulting from the 
implementation of the approved distribution tariffs of some of the Company’s Distribution Utilities under the PBR. 
Davao Light also had higher contributions in 2011 due to a significant reduction in its operating costs. The higher 
availability of power supply to its franchise area did not requireDavao Light to run its back up power plant leading 
to a decrease in plant related expenses. 
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Material Changes in Line Items of Registrant’s Statements of Income and Comprehensive Income 
 

Consolidated Statements of Income 
 

Consolidated net income attributable to equity holders of the Parent Company decreased by 14%  from P25.04 bn 
in2010 to P21.63 bn in 2011 (as restated). The various movements in the revenue and expense items are shown 
below to account for the decrease: 

 
Consolidated Net Income Attributable to the Equity Holders of the Parent for 2010 P25,041,116 

Increase in operating revenues (5,075,821) 

Increase in operating expenses (766,560) 

Increase in share in net earnings of associates 3,812,004 

Increase in interest income 637,363 

Decrease in interest expense (667,282) 

Increase in other income (907,550) 

Higher provision for taxes (206,906) 

Increase in income attributable to non-controlling interests (234,100) 

Total (3,408,352) 

Consolidated Net Income Attributable to Equity Holders of the Parent for 2011 (as restated) P21,632,264 

 
Operating Revenues 
(9% decrease from P59.55 bn to P54.48 bn) 
 
TLI’s revenues declined by 22% to P4.83 bn. This is mainly due to a decrease in its average selling prices which 
went downby 18% YoY as a result of the lower WESM prices in 2011, as well as a 4% decline in volume sold. 
 
APRI likewise experienced a drop in its revenues by 10% to P1.66 bn. Average selling prices went down by 5%, 
while volume sold decreased by the same percentage compared to prior year. 
 
The decrease enumerated above was partly mitigated by the P633 mn in fresh revenues from newly consolidated 
Subsidiary LHC, as well as from higher revenues from Distribution Utilities. 
 
Operating Expenses 
(2% increase from P33.32 bn to P34.09 bn) 
 
The 2% increase in Operating Expenses mainly came from higher cost of generated power as fuel costs increased 
particularly for TLI, a coal-fired power plant. 
 
Share in Net Earnings of Associates (As Restated) 
(82% increase from P4.63 bn to P8.44 bn) 
 
The combined contributions of SNAP-Magat and SNAP-Benguet rose by 81% compared to 2010’s contributions, 
driven by higher revenues arising from increased acceptance in ancillary service nominations. The biggest slice of 
the contribution came from SNAP-Magat which managed to double its earnings contributions from prior years. 
 
Higher coal margins and a non recurring fuel cost reimbursement allowed STEAG Power to increase its 
contributions to its sharein net earnings. 
 
Higher margins from improved tariffs under the PBR scheme as approved by the ERC allowed VECO to post higher 
earnings contributions for 2011. 
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Rounding up the net earnings from associates are the fresh income contributions of Cebu Energy, which started 
full commercial operations in February of 2011. 
 
Interest Income 
(284% increase from P224 mn to P862 mn) 
 
During the year 2011, the average cash balances held by the Company, as well as at its Subsidiaries, were higher 
than the average balances carried during most of 2010. The robust cash position resulted in the increase in 
Interest Income recognized for the period in review. 
 
Interest Expense 
(10% increase from P6.68 bn to P7.35 bn) 
 
Over half of the increase in Interest Expense is due to higher accreted interest on the finance lease obligation of 
TLI. The remaining increase is due to higher interest expenses for the Company in 2011 as it managed to raise P5 
bn in fixed rate notes in the first half of the year. 
 
Other Income 
(57% decrease from P1.60 bn to P693 mn) 
 
The large swing in Other Income by P907 mn is mainly due to an unrealized foreign exchange (FX) loss of P164 mn 
in 2011 was compared to the P1.01 bn unrealized FX gains in 2010. The significant decrease in unrealized FX gains 
was the result ofthe restatement of the dollar-denominated portion of TLI‘s finance lease. TLI recorded a large FX 
gain due to a higher pesoappreciation. 
 
Net Income Attributable to Non-controlling Interests (As Restated) 
 
The 558% increase in Net Income Attributable to Non-controlling Interests was largely due to the increase in 
Abovant'searnings for the period of which 40% is for the account of the minority shareholders. Abovant’s 
associate, Cebu Energy,started its full commercial operations in 2011. The balance of the increase is due to the 
recognition by the Company of the 40% minority shareholder’s participation in CPPC’s increase in net income. 
 
Consolidated Statements of Comprehensive Income 
 
Consolidated Comprehensive Income Attributable to Equity Holders of the Parent Company declined 16% YOY, 
from P 25.06 bn to P21.07 bn (as restated). This was mainly due to the decline in the consolidated net income for 
the period under review. 
 
Changes to PAS 19 required the recognition of actuarial gain and losses in Other Comprehensive Income. The 
change resulted to a P134 mn in comprehensive loss presented in the Consolidated Statements of Comprehensive 
Income. 
 
Changes in Registrant’s Resources, Liabilities and Shareholders’ Equity 
 
Assets 
 
Total assets as of December 31, 2011 in the amount of P153.53 bn increased by 14% versus total assets as of 
December 31, 2010 of P134.56 bn. The major changes in the balance sheet accounts are discussed below: 

 
a) Cash and Cash Equivalents increased by 28% (from P18.30 bn ending December 2010 to P23.39 bn 

ending December 2011). The robust cash flows from operations of TLI and ARI resulted to large cash 
balances held at both companies at year end. The Company also consolidated for the first time, the cash 
held by newly consolidated company LHC. These increases mitigated the decline in cash at Parent level 
following the prepayment of the P3.33 bn fixed rate notes prior to year end. 
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b) Trade and Other Receivables increased by 40% (from P6.81 bn as of December 31, 2010 to P9.51 bn as of 
December 31, 2011). This is due to the P2.5 bn in dividends receivable from one of the Company’s 
associates. The remaining increase is attributable to higher Trade Receivables at TMI as it awaits the 
collection of receivables arising from its tariff adjustments and the recognition of the Trade Receivables 
of newly consolidated LHC. 

 
c) The 18% (P328 mn) increase in Inventories is primarily due to higher cost of fuel inventories at TLI and 

TMI, as global fuel prices increased during the year. 
 

d) Other Current Assets increased by 15% (from P959 mn in December 31, 2010 to P1.11 bn in December 
31, 2011) mainly due to build-up of input VAT by power generation subsidiaries during the period in 
review. 
 

e) The 6% increase in Property, Plant and Equipment is mostly due to the recent acquisition by TMO of four 
barge-mounted floating power plants in May 2011. APRI’s cost of plant rehabilitation and the capital 
expenditures of the distribution group also accounted for some of the increase. The increase is net of 
depreciation expense booked during the period under review. 
 

f) As a result of the consolidation of the accounts of the newly qualified subsidiary, LHC, the Intangible 
Asset -Service Concession Rights account went up by P3.22 bn. LHC’s power plant is recorded as an 
intangible asset under IFRIC 12. The intangible asset is amortized using the straightline method over 25 
years, which is the service concession period, and assessed for impairment whenever there is an 
indication of that the asset is impaired. 
 

g) Net Pension Assets (as restated) declined by 97% resulting from the effects of the changes to PAS 19 
wherein actuarial losses are immediately recognized. 
 

h) Deferred Income Tax Assets (as restated) increased by 46% mainly due to the consolidation of the 
deferred tax assets ofnewly qualified subsidiary, LHC. 
 

i) Other Noncurrent Assets increased by 223% (from P1.23 bn as of December 31, 2010 to P3.95 bn as of 
December 31, 2011) mainly due to the P2.24 bn advance payments made to suppliers for the purchase 
ofturbines and other related costs by TSI. 
 

Liabilities 
 

Consolidated liabilities increased by 8% from P76.82 bn as of December 31, 2010 to P83.34 bn as of December 31, 
2011. The significant accounts contributing to the increase are as follows: 

 

a) Bank Loans decreased (from P1.98 bn in December 31, 2010 to P1.61 bn in December 31, 2011). During 
theyear AP Parent paid its P1.29 bn short term bank loans. On the other hand, the Company’s wholly-
owned Subsidiary Hedcor and certain Distribution Utilities availed of short term bank loans to meet their 
respective working capital requirements. All of the above resulted to the 18% decrease in bank loans by 
year-end of 2011. 
 

b) Income Tax Payable increased by 21% (from P180 mn in December 31, 2010 to P143 mn in December 31, 
2011), mainly due to the higher current tax provision of the Group. 
 

c) Payable to Preferred Shareholders of a Subsidiary inclusive of current portion decreased by 18% or P14 
mn aspayments to preferred shareholders were made during the year 2011. 
 

d) Long-term Debt had a net increase of P2.10 bn resulting from the following financing activities during the 
year 2011. 

 

• The Company’s issuance of P5 bn corporate fixed rate notes. The Company likewise prepaid P3.33 bn 
infixed rate corporate notes in the last quarter of the year of 2011. 
 

• First time consolidation P521 mn of outstanding LHC long-term debt. 
 

• P565 mn new long-term loan availed by SEZ net of the P119 mn payment of an old debt. 
 

The 13% increase in long-term debt is net of timely amortization payments on existing loans. 
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e) Finance Lease Obligations recognized at TLI increased by 9% or P4.41 bn as accreted interest expenses on 
thefinance lease obligation exceeds the amount of monthly payments made to PSALM. 
 

f) The bulk of the P160 mn increase in Customer Deposits was mainly due to new connections in the 
franchise area of Davao Light as its customer base continues to grow. 
 

g)  Net pension liabilities (as restated) to comply with the changes of PAS 19 increased by P218 mn due to 
recognition ofactuarial losses. 
 

h) Deferred Income Tax Liability increased due to TLI’s recognition of corresponding income tax provision on 
the unrealized FX gains on TLI’s dollar obligations to PSALM beyond its income tax holiday period. 

 
Equity 
 
Equity attributable to equity holders of the Parent increased from P57.33 bn as of December 2010 to P68.23 bn as 
of December 31, 2011 (as restated). This increase is mainly due to the increase in retained earnings by P11.89 bn 
as a result of the consolidated net income recorded for the period under review of P21.61 bn net of the dividend 
payment of P9.71 bn in April 5, 2011. 
 
Material Changes in Liquidity and Cash Reserves of Registrant 
 
Cash and cash equivalents grew by 28% from P18.30 bn as of December 31, 2010 to P23.39 bn as of December 31, 
2011. 
 
Cash generated from the Group’s operations was the largest source of cash inflow bringing in P22.68 bn during 
the year 2011. This amount is lower by 16% when compared to the cash generated by operations in the prior year 
as the Grouprecognized lower income before income tax during the year 2011. 
 
The cash used in the Group’s investing activities went primarily to investments in the acquisition, purchase or 
constructionof new assets which increased the Group’s property, plant and equipment portfolio by P7.46 bn for 
the year 2011. Advance swere also made to a supplier for a major part on an on-going construction of a power 
plant. These outflows were partly mitigated by cash dividends received totaling P3.98 bn. 
 
There was a significant amount of cash used in financing activites as the Group paid P9.71 bn in dividends during 
the year 2011. Payments for long-term debt totaling P4.21 bn were also made during the year 2011, as well as 
payments on the Finance Lease Obligation of P1.09 bn. Interest payments on existing obligations were timely 
made and short term bankloans were likewise paid. The outflows for these financing activities were cushioned by 
the availment of a long term debtresulting to a cash inflow of P5.52 bn. 
 
The above activities resulted to an upward change in cash of P5.09 bn. 
 
Financial Ratios 
 
Current ratio improved from 2.58 to 3.46 due to the significant increase in current assets coupled with a slight 
decrease incurrent liabilities versus 2010 year end levels. The significant growth in cash, trade and other 
receivables, inventories and other current assets account for the increase in current assets. 
 
Debt to equity ratio also improved from 1.33 as of December 31, 2010 to 1.19 as of December 31, 2011 (as 
restated). This is mainly dueto the buildup of equity which exceeded the increase in liabilities. 
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Item 7. Financial Statements 

 

The consolidated financial statements of AboitizPower are incorporated herein by reference. The schedules listed 
in the accompanying Index to Supplementary Schedules are filed as part of this SEC Form 17-A. 
 

Item 8. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 
 
(A) External Audit Fees and Services 

 
The following table sets out the aggregate fees billed to the Company for each of the last two years for 
professional services rendered by SGV. 

 

Fee Type 2013 2012 

Audit Fees P348,000 P331,000 

Tax Fees - - 

All Other Fees P725,000 - 

Total P1,073,000 P331,000 

 
As a policy, the Board Audit Committee makes recommendations to the Board of Directors concerning the choice 
of external auditor and pre-approves audit plans, scope and frequency before the audit is conducted. 

 
Audit services of SGV for 2013 and 2012 were pre-approved by the Board Audit Committee. The Board Audit 
Committee also reviewed the extent and nature of these services to ensure that the independence of the 
externalauditors was preserved. 

 
SGV does not have any direct or indirect interest in the Company. 

 
(B) Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 
 
The SGV accounting firm has been AboitizPower’s Independent Public Accountant for the last 15 years. Ms. 
Leovina Mae V. Chu is AboitizPower’s audit partner for 2013. She replaced Mr. Ladislao Z. Avila, Jr., who served as 
audit partner in 2011. AboitizPower complies with the requirements of Section 3(b)(ix) of SRC Rule 68 on the 
rotation of external auditors or signing partners and the two-year cooling off period. Representatives of SGV will 
be present during the annual meeting and will be given the opportunity to make a statement if they so desire.  
They are also expected to respond to appropriate questions if needed. 
 
There was no event in the past 15 years where AboitizPower and SGV or the handling partner had any 
disagreement with regard to any matter relating to accounting principles or practices, financial statements, 
disclosures or auditing scopes or procedures. 
 
In its regular meeting on February 27, 2014, the Board Corporate Governance Committee of AboitizPower 
approved the inclusion in the Agenda for the 2014 Annual Stockholders’ Meeting, a proposal to delegate to the 
Board the authority to appoint the Company’s external auditors for 2014. The proposal is intended to give the 
Board Audit Committee sufficient time to evaluate the different auditing firms who have submitted engagement 
proposals to act as AboitizPower’s external auditor for 2014. As a matter of policy, the Board Audit Committee 
makes recommendation to the Board concerning the choice of external auditor. Mr. Jose R. Facundo is the 
Chairman of the Board Audit Committee. The members are Messrs. Romeo L. Bernardo, Alfonso A. Uy, Mikel A. 
Aboitiz and Jaime Jose Y. Aboitiz. 
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PART III – CONTROL AND COMPENSATION INFORMATION 
 

Item 9. Directors and ExecutiveOfficers 
 
Below is the list of AboitizPower’s directors for 2013-2014 with their corresponding positions and offices held for 
the past five years. The Directors assumed their directorship during AboitizPower’s Annual Stockholders’ Meeting 
in 2013 for a term of one year. 

 

ENRIQUE M. ABOITIZ, JR. 
Chairman of the Board of Directors 
Chairman – Board Risk and Reputation Management Committee 
 

Mr. Enrique M. Aboitiz, Jr., 60 years old, Filipino, has served as Director and Chairman of the Board of Directors of 
AboitizPower since 2009.  He is currently Director and Senior Vice President of AEV and Aboitiz & Company, Inc. 
(ACO).  He is also Chairman of the Board of Directors of WeatherPhilippines Foundation, Inc. 
(WeatherPhilippines).  Mr. Aboitiz graduated with a degree in Bachelor of Science in Business Administration, 
major in Economics, from Gonzaga University, Spokane, Washington, U.S.A. 
 

JON RAMON ABOITIZ 
Vice Chairman of the Board of Directors 
Chairman– Board Corporate Governance Committee 
 

Mr. Jon Ramon Aboitiz, 65 years old, Filipino, has been Director of AboitizPower since 1998 and served as 
Chairman of the Board from 1998 until 2008.  Mr. Aboitiz began his career with the Aboitiz Group in 1970.  From a 
manager of the Aboitiz Shipping Corporation, Mr. Aboitiz was promoted to President of the company in 1976 and 
became President of ACO in 1991 until 2008.  He is also Chairman of the Board of Directors of ACO; Vice Chairman 
of AboitizPower; and Director of Cotabato Light& Power Company (Cotabato Light), Davao Light& Power 
Company, Inc. (Davao Light), and International Container Terminal Services, Inc.  Mr. Aboitiz is also Vice Chairman 
of the Board of Directors of UnionBank of the Philippines (UnionBank).  He is Chairman of UnionBank’s Executive 
Committee, Risk Management Committee and Corporate Governance Committee, including the latter’s 
Compensation Remuneration and Nomination Sub-Committees.  He is President of Aboitiz Foundation, Inc. 
(Aboitiz Foundation), Trustee and Vice President of Ramon Aboitiz Foundation, Inc. (RAFI); Trustee of Santa Clara 
University, California and Philippine Business for Social Progress (PBSP); and member of the Board of Advisors of 
the Association of Foundations, as well as The Coca-Cola Export Corporation in the Philippines.  He was Director of 
City Savings Bank, Inc. (CitySavings) from 2006 up to March 2013.  Mr. Aboitiz holds a Bachelor of Sciencedegree 
in Commerce with a major in Management from the Santa Clara University, California, U.S.A. 
 

ERRAMON I. ABOITIZ 
President and Chief ExecutiveOfficer 
Member – BoardCorporateGovernanceCommittee and Board Risk and Reputation Management Committee 

 

Mr. Erramon I. Aboitiz, 57 years old, Filipino, has served as President and Chief Executive Officer of AboitizPower 
since 1998.  He is also President & Chief Executive Officer of AEV.  He has been Director of AEV since 1994 and 
was its Executive Vice President and Chief Operating Officer from 1994 to December 2008.  He is also President 
and Chief Executive Officer of ACO, Chairman of the Board of Directors of Davao Light, San Fernando Electric Light 
& Power Co., Inc. (SFELAPCO), Cotabato Light, Subic EnerZone Corporation (SEZ), SN Aboitiz Power – Magat, Inc. 
(SNAP-Magat), SN Aboitiz Power – Benguet, Inc. (SNAP-Benguet), Aboitiz Renewables, Inc. (ARI), Therma Power, 
Inc. (TPI) and Aboitiz Land, Inc. (AboitizLand); and Director of UnionBank, Pilmico Foods Corporation (Pilmico), and 
Redondo Peninsula Energy, Inc. (RP Energy).  He is also Chairman of Aboitiz Foundation and Director of Family 
Business Development Center (Ateneo de Manila University) and Philippine Disaster Recovery Foundation.  He 
obtained a Bachelor of Science degree in Business Administration, major in Accounting and Finance, from 
Gonzaga University, Spokane, U.S.A. 

 
JAIME JOSE Y. ABOITIZ 
Director 
Member–Board Audit Committee 
Executive Vice Presidentand Chief Operating Officer – Power Distribution Group 
 

Mr. Jaime Jose Y. Aboitiz, 52 years old, Filipino, was Director of AboitizPower from 2004 to April 2007 and is a 
member of the Board Audit Commitee.  He was again elected as Director of AboitizPower in 2009.  He is also 
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Director and President of Visayan Electric Company, Inc. (VECO); President and Chief Executive Officer of Cotabato 
Light, SEZ, and Davao Light; President of Mactan Enerzone Corporation (MEZ) and Balamban Enerzone 
Corporation (BEZ); Director of ARI, Hedcor Sibulan, Inc. (Hedcor Sibulan), Cebu Private Power Corporation (CPPC), 
SFELAPCO and Hedcor, Inc. (Hedcor).  He is also Trustee of Aboitiz Foundation.  He holds a degree in Mechanical 
Engineering from Loyola Marymount University in California, U.S.A. and a Master’s degree in Management from 
the Asian Institute of Management. 
 

MIKEL A. ABOITIZ 
Director 
Member – Board Audit Committee 
 

Mr. Mikel A. Aboitiz, 59 years old, Filipino, has been Director of AboitizPower since 1998 and has been a member 
of its Board Audit Committee since 2010.  He is also Senior Vice President and Chief Information Officer of AEV; 
Director and Senior Vice President for Strategy of ACO; President and Chief Executive Officer of CitySavings; 
Chairman of the Board of Directors of Cebu Praedia Development Corporation (CPDC); Vice-Chairman of 
AboitizLand and Propriedad del Norte, Inc. (PDNI); Director of Cotabato Light, Davao Light, Pilmico, Pilmico Animal 
Nutrition Corporation (Pilmico Feeds), AP Renewables, Inc. (APRI), AEV Aviation, Inc. (AEV Aviation), TPI, and 
Therma Luzon, Inc. (TLI); and Trustee and Treasurer of RAFI.  He holds a degree in Bachelor of Science, major in 
Business Administration, from Gonzaga University, Spokane, U.S.A. 
 

ANTONIO R. MORAZA 
Director 
Executive Vice President and Chief Operating Officer – Power Generation Group 
 

Mr. Antonio R. Moraza, 57 years old, Filipino, has been Director of AboitizPower since 1999 and currently serves 
as AboitizPower’s Executive Vice President and Chief Operating Officer – Power Generation Group.  He has been 
Director of AEV since May 2009.  He is also Chairman of the Board of Directors of Pilmico, Pilmico Feeds, East Asia 
Utilities Corporation (EAUC), Therma Visayas, Inc. (TVI), Therma Mobile, Inc. (TMO), Therma South, Inc. (TSI), 
Therma Marine, Inc. (TMI), TLI, Luzon Hydro Corporation (LHC), Hedcor, Hedcor Tudaya, Inc. (Hedcor Tudaya), 
Hedcor Sibulan, and CPPC; Chairman and Chief Executive Officer of APRI; and Vice Chairman of Cebu Energy 
Development Corporation (CEDC).  He is likewise Director and Senior Vice President of ACO; President and Chief 
Executive Officer of Abovant Holdings, Inc. (Abovant) and ARI; and Director of SNAP-Benguet, SNAP-Magat, 
Southern Philippines Power Corporation (SPPC), STEAG State Power, Inc. (STEAG), and Western Mindanao Power 
Corporation (WMPC).  He is also Director and President of TPI and Manila-Oslo Renewable Enterprise, Inc. 
(MORE).  He holds a degree in Business Management from Ateneo de Manila University. 
 

JOSE R. FACUNDO 
Independent Director 
Chairman – Board Audit Committee 
Member – Board Corporate Governance Committee and Board Risk and ReputationManagement Committee 
 

Mr. Jose R. Facundo, 75 years old, Filipino, has been an Independent Director of AboitizPower since 2008 and has 
been a member of its Board Audit Committee since 2010.  He currently serves as member of the Board of 
Directors of Security Bank Corporation and Siemens, Inc. (Philippines).  Mr. Facundo has an extensive career in 
banking.  He served as a member of the Board of Directors and Executive Committee and as President of BPI 
Capital Corporation.  He was also a member of the Board of Directors and Executive Committee of the Bank of the 
Philippine Islands (BPI).  Prior to BPI’s merger with CityTrust Banking Corporation (CityTrust), Mr. Facundo served 
as President and Chief Executive Officer of CityTrust and was a member of its Board and Executive Committees.  
He was also Senior Managing Director of Ayala Corporation and formerly a Senior Officer of Citibank Manila.  He 
also served as member of the Board of Directors of Temic Phil., Inc., and Chairman and member of the Board of 
Directors of the Philippine Clearing House.  He was a member of PBSP, Junior Achievement of the Philippines and 
the Rotary Club.  He holds a degree in AB Engineering and took post graduate studies in Statistics and Engineering. 

 

ROMEO L. BERNARDO 
Independent Director 
Member – Board Audit Committee 
  – Board Corporate Governance Committee 
 
Mr. Romeo L. Bernardo, 59 years old, Filipino, has been an Independent Director of AboitizPower since 2008 and 
has been a member of its Board Audit Committee since 2010. He is the Managing Director of Lazaro Bernardo Tiu 
and Associates, a boutique financial advisory firm based in Manila.  He is also GlobalSource economist in the 
Philippines. He does World Bank and Asian Development Bank-funded policy advisory work. He is Chairman of 
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ALFM Family of Funds and Philippine Stock Index Fund.  He is likewise Director of several companies and 
organizations including Globe Telecom, Inc., BPI, RFM Corporation, Philippine Investment Management, Inc., 
Philippine Institute for Development Studies, BPI-Philam Life Assurance Corporation (formerly known as Ayala Life 
Assurance, Inc.), National Reinsurance Corporation of the Philippines and Institute for Development and 
Econometric Analysis.  He previously served as Undersecretary of Finance and as Alternate Executive Director of 
the Asian Development Bank. He was an Advisor of the World Bank and the International Monetary Fund 
(Washington D.C.), and served as Deputy Chief of the Philippine Delegation to the GATT (WTO), Geneva.  He was 
formerly President of the Philippine Economics Society; Chairman of the Federation of ASEAN Economic Societies 
and a faculty member (Finance) of the University of the Philippines. Mr. Bernardo holds a degree in Bachelor of 
Science in Business Economics from the University of the Philippines (magna cum laude) and a Masters degree in 
Development Economics (top of the class) from Williams College in Williamstown, Massachusetts. 
 
ALFONSO A. UY 
Independent Director 
Member – Board Audit Committee 

 – Board Corporate Governance Committee 
 – Board Risk and ReputationManagement Committee 

 
Mr. Alfonso A. Uy, 74 years old, Filipino, has been an Independent Director of AboitizPower since May 2012 and 
has been a member of its Board Audit Committee since 2013. He currently serves as Chairman of La Filipina Uy 
Gongco Corporation, Philippine Foremost Milling Corporation and Mindanao Grain Processing Corporation; Vice 
Chairman of Panay Power Holding Corporation; and Director of State Properties, Inc., State Investment Trust, Inc., 
STEAG and BDO Private Bank.  He also served in various capacities in government and non-government 
organizations, such as the Federation of Filipino-Chinese Chambers of Commerce and Industry, Inc. as President 
and the City Council of Iloilo City as Member.  Mr. Uy is also the recipient of various awards, such as the Dr. Jose 
Rizal Award for Excellence in Business and Commerce, Outstanding Chemical Engineer Award of the Philippine 
Institute of Chemical Engineers and the Professional of the Year Award in the field of Chemical Engineering by the 
Philippine Regulatory Commission for the year 2005.  Mr. Uy is a graduate of Bachelor of Science in Chemical 
Engineering from the Central Philippine University (magna cum laude) and is a licensed Chemical Engineer. 
 
Nominations for Independent Directors and Procedure for Nomination 
 
The procedures for the nomination and election of the Independent Directors are in accordance with Rule 38 of 
the Securities Regulation Code (SRC Rule 38), AboitizPower’s Amended By-Laws and AboitizPower’s Guidelines. 
The Guidelines were duly approved by the AboitizPower Board. AboitizPower’s By-Laws was amended on May 15, 
2007 to incorporate the requirements of SRC Rule 38. 
 
Nominations for Independent Directors were accepted starting January 1, 2014 in accordance with Section 2 of 
the Guidelines, and the table for nominations was scheduled to be closed on February 15, 2014, also in 
accordance with Section 3 of the Guidelines.  However, the Corporate Secretary received a request from a 
stockholder to extend the deadline for submission of nominations for Independent Directors to February 28, 
2014.  Upon endorsement by the Corporate Secretary, the Board Corporate Governance Committee, which 
reviews nominations for independent directors, approved the request for extension. 
 
SRC Rule 38 further require that the Board Corporate Governance Committee meet to pre-screen all nominees 
and submit a Final List of nominees to the Corporate Secretary so that such list will be included in the Company’s 
Preliminary and Definitive Information Statements. 
 
Only nominees whose names appear on the Final List shall be eligible for election as Independent Directors. No 
other nominations shall be entertained after the Final List of nominees for Independent Directors has been 
prepared. The name of the person or group of persons who nominates an Independent Director shall be identified 
in such report including any relationship with the nominee. 
 
In approving the nominations for Independent Directors, the Board Corporate Governance Committee considered 
the guidelines on the nominations of Independent Directors prescribed in SRC Rule 38, the Guidelines and 
AboitizPower’s Revised Manual on Corporate Governance. The Board Corporate Governance Committee took 
over the functions of the Board Nominations and Compensation Committee pursuant to anamendment in the 
Company’s Manual on Corporate Governance in 2009. The Chairman of the Board Corporate Governance 
Committee is Mr. Jon Ramon Aboitiz.  The voting members are Messrs. Erramon I. Aboitiz, Jose R. Facundo, 
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Romeo L. Bernardo and Alfonso A. Uy, while the ex-officio non-voting members are Ms. M. Jasmine S. Oporto and 
Mr. Xavier Jose Aboitiz. 
 
No nominations for Independent Director shall be accepted at the floor during the Annual Stockholders’ Meeting 
at which such nominee is to be elected. However, Independent Directors shall be elected in the Annual 
Stockholders’ Meeting during which other members of the Board are to be elected. 
 
Messrs.Romeo L. Bernardo, Alfonso A. Uy, and Mr. Carlos C. Ejercito are the nominees for Independent 
Directorsof AboitizPower. They are neither officers nor employees of AboitizPower or its affiliates, and do not 
have any relationship with AboitizPower which would interfere with the exercise of independent judgment in 
carrying out the responsibilities of an Independent Director.   
 
AboitizPower stockholders Jennifer Paloma, Maricar Suico-Le and Vicenta Aboyme have respectively nominated 
Messrs. Bernardo, Uy and Ejercito as AboitizPower’s Independent Directors.  None of the nominating stockholders 
has any relation to Messrs. Bernardo, Uy or Ejercito. 
 
Other Nominees for Election as Members of the Board of Directors 
 
As conveyed to the Corporate Secretary, the following have also been nominated as members of the Board for the 
ensuing year 2014-2015: 

 
Jon Ramon Aboitiz 
Erramon I. Aboitiz 
Antonio R. Moraza 
Mikel A. Aboitiz 
Enrique M. Aboitiz, Jr. 
Jaime Jose Y. Aboitiz 
 

Pursuant to Section 7, Article I of the Amended By-Laws of AboitizPower, nominations for members of the Board, 
other than Independent Directors, for the ensuing year must be received by the Corporate Secretary no less than 
15 working days prior to the Annual Stockholders’ Meeting on May 19, 2014 or not later than April 25, 2014. 
 
All other information regarding the positions and offices by the abovementioned nominees are integrated in the 
above write-up. 
 
Below is the profile of Mr. Ejercito including his positions and offices held for the past five years. 
 
CARLOS C. EJERCITO 
Nominee 
 
Mr. Carlos C. Ejercito, 68 years old, Filipino, was nominated as an Independent Director of Aboitiz Power 
Corporation.  He is currently the Chairman and President of Morganhouse Holdings, Inc., Morganhouse 
Properties, Inc., and CR Nichrome, Inc. He is also currently the Chairman and Chief Executive Officer of Northern 
Access Mining, Inc., Forum Cebu Coal Corporation, Kaipara Mining and Development Corporation and Mount 
Grace Hospitals, Inc.  He is also a Director of Medical Center Manila, Unihealth Tagaytay Medical Center and VR 
Potenciano Medical Center, and an Independent Director of Bloomberry Resorts Corporation and Monte Oro 
Resources and Energy Corporation.  Mr. Ejercito was a former Director of the National Grid Corporation of the 
Philippines and the former President and CEO of United Laboratories, Inc., Unilab Group of Companies and Univet 
Agricultural Products, Inc.  Mr. Ejercito was a member of the Board of Governors of Management Association of 
the Philippines for 2012 and 2013 and is currently a member of the National Executive Committee of Bishops 
Businessmen Conference on Human Development and of the Philippines-US Business Council.  Mr. Ejercito 
graduated cum laude from the University of East with a degree in Bachelor of Business Administration.  He also 
completed the Management Development Program of the Harvard Business School in 1983 and has completed 
the coursework for Masters of Business Administration at the Ateneo Graduate School of Business.  Mr. Ejercito is 
a certified public accountant. 
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Officers for 2013-2014 
 

Below is the list of AboitizPower’s officers for 2013-2014 with their corresponding positions and offices held for 
the past five years. The officers assumed their positions during AboitizPower’s annual organizational meeting in 
2013 for a term of one year. 
 
ENRIQUE M. ABOITIZ, JR. 
Chairman of the Board of Directors 
Chairman – Board Risk and Reputation Management Committee 
 
Mr. Enrique M. Aboitiz, Jr., 60 years old, Filipino, has served as Director and Chairman of the Board of Directors of 
AboitizPower since 2009.  He is currently Director and Senior Vice President of AEV and Aboitiz & Company, Inc. 
(ACO).  He is also Chairman of the Board of Directors of WeatherPhilippines Foundation, Inc. 
(WeatherPhilippines).  Mr. Aboitiz graduated with a degree in Bachelor of Science in Business Administration, 
major in Economics, from Gonzaga University, Spokane, Washington, U.S.A. 
 
JON RAMON ABOITIZ 
Vice Chairman of the Board of Directors 
Chairman – Board Corporate Governance Committee 
 
Mr. Jon Ramon Aboitiz, 65 years old, Filipino, has been Director of AboitizPower since 1998 and served as 
Chairman of the Board from 1998 until 2008.  Mr. Aboitiz began his career with the Aboitiz Group in 1970.  From a 
manager of the Aboitiz Shipping Corporation, Mr. Aboitiz was promoted to President of the company in 1976 and 
became President of ACO in 1991 until 2008.  He is also Chairman of the Board of Directors of ACO; Vice Chairman 
of AboitizPower; and Director of Cotabato Light& Power Company (Cotabato Light), Davao Light& Power 
Company, Inc. (Davao Light), and International Container Terminal Services, Inc.  Mr. Aboitiz is also Vice Chairman 
of the Board of Directors of UnionBank of the Philippines (UnionBank).  He is Chairman of UnionBank’s Executive 
Committee, Risk Management Committee and Corporate Governance Committee, including the latter’s 
Compensation Remuneration and Nomination Sub-Committees.  He is President of Aboitiz Foundation, Inc. 
(Aboitiz Foundation), Trustee and Vice President of Ramon Aboitiz Foundation, Inc. (RAFI); Trustee of Santa Clara 
University, California and Philippine Business for Social Progress (PBSP); and member of the Board of Advisors of 
the Association of Foundations, as well as The Coca-Cola Export Corporation in the Philippines.  He was Director of 
City Savings Bank, Inc. (CitySavings) from 2006 up to March 2013.  Mr. Aboitiz holds a Bachelor of Sciencedegree 
in Commerce with a major in Management from the Santa Clara University, California, U.S.A. 
 
ERRAMON I.ABOITIZ 
President and Chief ExecutiveOfficer 
Member–Board Corporate Governance Committee and Board Risk and Reputation Management Committee 
 
Mr. Erramon I. Aboitiz, 57 years old, Filipino, has served as President and Chief Executive Officer of AboitizPower 
since 1998.  He is also President & Chief Executive Officer of AEV.  He has been Director of AEV since 1994 and 
was its Executive Vice President and Chief Operating Officer from 1994 to December 2008.  He is also President 
and Chief Executive Officer of ACO, Chairman of the Board of Directors of Davao Light, San Fernando Electric Light 
& Power Co., Inc. (SFELAPCO), Cotabato Light, Subic EnerZone Corporation (SEZ), SN Aboitiz Power – Magat, Inc. 
(SNAP-Magat), SN Aboitiz Power – Benguet, Inc. (SNAP-Benguet), Aboitiz Renewables, Inc. (ARI), Therma Power, 
Inc. (TPI) and Aboitiz Land, Inc. (AboitizLand); and Director of UnionBank, Pilmico Foods Corporation (Pilmico), and 
Redondo Peninsula Energy, Inc. (RP Energy).  He is also Chairman of Aboitiz Foundation and Director of Family 
Business Development Center (Ateneo de Manila University) and Philippine Disaster Recovery Foundation.  He 
obtained a Bachelor of Science degree in Business Administration, major in Accounting and Finance, from 
Gonzaga University, Spokane, U.S.A. 
 
ANTONIO R. MORAZA 
Director 
ExecutiveVice President and Chief OperatingOfficer – Power GenerationGroup 
 
Mr. Antonio R. Moraza, 57 years old, Filipino, has been Director of AboitizPower since 1999 and currently serves 
as AboitizPower’s Executive Vice President and Chief Operating Officer – Power Generation Group.  He has been 
Director of AEV since May 2009.  He is also Chairman of the Board of Directors of Pilmico, Pilmico Feeds, EAUC, 
TVI, TMO, TSI, TMI, TLI, LHC, Hedcor, Hedcor Tudaya, Hedcor Sibulan, and CPPC; Chairman and Chief Executive 
Officer of APRI; and Vice Chairman of CEDC.  He is likewise Director and Senior Vice President of ACO; President 
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and Chief Executive Officer of Abovant and ARI; and Director of SNAP-Benguet, SNAP-Magat, SPPC, STEAG, and 
WMPC.  He is also Director and President of TPI and Manila-Oslo Renewable Enterprise, Inc. (MORE).  He holds a 
degree in Business Management from Ateneo de Manila University. 
 
JAIME JOSE Y. ABOITIZ 
Director 
Member – Board Audit Committee 
ExecutiveVice President and Chief OperatingOfficer– Power DistributionGroup 
 
Mr. Jaime Jose Y. Aboitiz, 52 years old, Filipino, was Director of AboitizPower from 2004 to April 2007 and is a 
member of the Board Audit Commitee.  He was again elected as Director of AboitizPower in 2009.  He is also 
Director and President of VECO; President and Chief Executive Officer of Cotabato Light, SEZ, and Davao Light; 
President of MEZ and BEZ; Director of ARI, Hedcor Sibulan, CPPC, SFELAPCO and Hedcor.  He is also Trustee of 
Aboitiz Foundation.  He holds a degree in Mechanical Engineering from Loyola Marymount University in California, 
U.S.A. and a Master’s degree in Management from the Asian Institute of Management. 
 
JUAN ANTONIO E. BERNAD 
ExecutiveVice President – Strategy and Regulation 
 
Mr. Juan Antonio E. Bernad, 57 years old, Filipino, has been AboitizPower’s Executive Vice President for Strategy 
and Regulation since 2009.  He previously served AboitizPower in several capacities, as Director from 1998 until 
May 18, 2009, as Executive Vice President/Chief Financial Officer/ Treasurer from 1998 to 2003 and as Executive 
Vice Preisdent for Regulatory Affairs/Chief Financial Officer from 2004 to 2007.  He is also AEV’s Senior Vice 
President, a position he has held since 1995.  He was AEV’s Senior Vice President - Electricity Regulatory Affairs 
from 2004 to 2007 and Senior Vice President - Chief Financial Officer from 1995 to 2004.  He is Executive Vice 
President for Strategy and Regulation of AboitizPower; Executive Vice President - Regulatory Affairs of Davao 
Light; Director and Senior Vice President of VECO; and Director of Cotabato Light, AEV Aviation, APRI and 
UnionBank.  He has an Economics degree from Ateneo de Manila University and a Master’s degree in Business 
Administration from The Wharton School, University of Pennsylvania, U.S.A. 

 
LUIS MIGUEL O. ABOITIZ  
Senior Vice President  – Power Marketing and Trading 
 

Mr. Luis Miguel O. Aboitiz, 49 years old, Filipino, has been AboitizPower’s Senior Vice President – Power 
Marketing and Trading since 2009.  He is currently First Vice President of AEV and ACO; President and Chief 
Executive Officer of Aboitiz Energy Solutions, Inc. (AESI) and Adventenergy Solutions, Inc. (Adventenergy); 
Director of Hedcor, STEAG, ARI, TPI, Pilmico Feeds, Pilmico, MORE, TMO, Therma Power Visayas, Inc. (TPVI), TSI, 
TLI, APRI, Hedcor Tudaya, Pagbilao Energy Corporation (Pagbilao Energy), CPDC and Hedcor Sibulan. He graduated 
from Santa Clara University, California, U.S.A. with a Bachelor of Science degree in Computer Science and 
Engineering and took his Masters in Business Administration at the University of California in Berkeley, U.S.A. 
 

GABRIEL T. MAÑALAC 
Senior Vice President  – Group Treasurer 
 

Mr. Gabriel T. Manalac, 57 years old, Filipino, has been AboitizPower’s Treasurer since 2004 and its Senior Vice 
President - Group Treasurer since 2009.  He is Senior Vice President – Group Treasurer of AEV since 2009.  He 
joined AEV as Vice President for Treasury Services in 1998 and was promoted to First Vice President for Treasury 
Services in 2004. He is also Vice President and Treasurer of Davao Light, and Treasurer of Cotabato Light. Mr. 
Manalac graduated cum laude with a Bachelor of Science degree in Finance and a Bachelor of Arts in Economics 
degree from De La Salle University. He obtained his Masters of Business Administration in Banking and Finance 
degree from the Asian Institute of Management and was awarded the Institute’s Scholarship for Merit. 
 

IKER M. ABOITIZ 
Ex-OfficioMember – Board Risk and Reputation Management Committee 
First Vice President/Corporate Information Officer 
 

Mr. Iker M. Aboitiz, 41 years old, Filipino, has been AboitizPower’s First Vice President since 2007.  He is currently 
First Vice President – Finance of AEV; Director and Chief Financial Officer of Abovant; Director and Chief Financial 
Officer and Treasurer of Hijos de F. Escano, Inc. (Hijos); Director of Cotabato Light, TPI, ARI, CPPC, EAUC, AEV 
Aviation and UnionBank.  He is Treasurer of MEZ and SEZ.  He has extensive professional experience in corporate 
finance within and outside the Aboitiz Group.  He was previously Chief Financial Officer of AboitizPower and 
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Aboitiz Construction Group, Inc. (ACGI).He graduated cum laude from Boston College with a degree in Bachelor of 
Science in Business Management, Major in Finance. 
 

MANUEL R. LOZANO 
First Vice President/Chief Financial Officer 
 

Mr. Manuel R. Lozano, 43 years old, Filipino, was appointed First Vice President and Chief Financial Officer of 
AboitizPower in January 2014. He was the Chief Financial Officer of the Power Generation Group of AboitizPower 
from 2009 up to 2013. He is currently Director and Chief Financial Officer of Hedcor and Hedcor Sibulan. He is 
concurrently Chief Financial Officer/Treasurer of APRI and TLI. He is Director and Treasurer of TMI. Before he 
joined the Aboitiz Group, he was the Chief Financial Officer and Director of Paxys, Inc., a PSE-listed company 
focused on the BPO industry and other IT-related sectors within the Asia Pacific region. He has a wide range of 
experience working in several financial institutions. He earned his Bachelor of Science in Business Administration 
degree from the University of the Philippines - Diliman and his Masters in Business Administration from The 
Wharton School of the University of Pennsylvania, U.S.A. 
 

MA. CHONA Y. TIU 
First Vice President/Chief Financial Officer – Power Distribution Group 
 

Ms. Ma. Chona Y. Tiu, 56 years old, Filipino, was appointed First Vice President & Chief Financial Officer – Power 
Distribution Group on January 2, 2014.  She has been Vice President & Chief Financial Officer - Power Distribution 
Group of AboitizPower from 2009 to 2013.  She joined the Aboitiz Group in 1977 as Research Assistant of the 
Corporate Staff Department of ACO.  She rose from the ranks and held various finance positions in different 
companies within the Aboitiz Group, including ACGI and AboitizLand.  She joined the AboitizPower Group when 
she was appointed Vice President – Administration and Chief Finance Officer of AboitizPower’s affiliate, VECO, in 
2007.  She is also Director and Vice President/Chief Financial Officer/Treasurer of BEZ; and Vice President – Chief 
Financial Officer of Cotabato Light, Davao Light, SEZ and MEZ.  She is also Vice President/Chief Financial Officer of 
VECO and Director of SFELAPCO. 
 
SUSAN V. VALDEZ 
Chief Reputationand Chief Risk Management Officer 

 
Ms. Susan V. Valdez, 53 years old, Filipino, has been Chief Reputation Officer since 2011, Senior Vice President 
and concurrent Chief Reputation Officer and Chief Risk Management Officer since May 2013.  She is also the Chief 
Reputation and Chief Risk Management Officer of AboitizPower since December 2012.  She is also Trustee of 
Aboitiz Foundation; and Director and President of WeatherPhilippines.  Before joining AEV, she was the Executive 
Vice President and Chief Executive Officer of the 2GO Freight Division of Aboitiz Transport System (ATS) 
Corporation (ATSC) (now 2GOGroup, Inc.) for eight years.  She was also President and Chief Executive Officer of 
Aboitiz One, Inc. (now ATS Express, Inc.) and Aboitiz One Distribution, Inc. (now ATS Distribution, Inc.) for two 
years.  Prior to heading the freight and supply chain business of the then ATSC, she was its Chief Finance Officer 
and Chief Information Officer for eight years.  She is a graduate of Bachelor of Science in Commerce, major in 
Accounting, from St. Theresa’s College, and she earned her Master’s degree in Business Management from the 
University of the Philippines. She completed a program on Management Development at Harvard Business School, 
Boston, U.S.A. 
 
RAYMOND E. CUNNINGHAM 
Executive Director – Business Development 

 
Mr. Raymond E. Cunningham, 71 years old, American, was appointed Executive Director for Business 
Development in August 2013.  He was AboitizPower’s First Vice President – Business Development from 2009 to 
2013.  He has extensive experience in the power industry in the Philippines and the U.S.A., especially in power 
project planning, regulatory approvals, financing, design, construction and operations.  He was previously the  
 
Business Development, Acquisitions and Special Projects Manager of CalEnergy International Services, General 
Manager of the 165-MW Casecnan Hydropower Plant, Senior Vice President and Project Director of San Roque 
Power Corporation, Vice President of AT&T Capital Corporation and Vice President for Engineering and Operations 
of Consolidated Power Company.  He earned his Bachelor of Science in Engineering degree from the US Coast 
Guard Academy.  He also earned a Naval Engineer’s degree and a Masters of Science in Mechanical Engineering 
from the Massachusetts Institute of Technology. 
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THOMAS J. SLIMAN, JR. 
Executive Director – Projects 
 
Mr. Thomas J. Sliman, Jr., 54 years old, American, was appointed Executive Director for Projects of AboitizPower 
in August 2013.  He was appointed as AboitizPower's Vice President – Business Development in 2010, and was its 
First Vice President for Business Development from 2012 to 2013.  He has extensive experience in the power 
industry, both in the Philippines and in the U.S.A.  After working for 20 years in the U.S.A. for the Southern 
Company in various operations and maintenance roles in thermal power plants, he relocated to the Philippines to 
work with Mirant Philippines and was initially assigned at the Pagbilao and Sual plants as plant manager.  He was 
the Executive Vice President - Operations for Mirant Philippines until its sale in 2007.  He previously worked with 
AboitizPower in 2009 as a consultant during AboitizPower’s submission of bid proposals to be the IPP 
Administrator of the Pagbilao and Sual Coal-Fired Power Plants.  He earned his degree in Bachelor of Science in 
Electrical Engineering from Mississippi State University in 1983.  He had completed approximately 75% of the 
required coursework for a Masters of Business Administration degree from the University of Southern Mississippi, 
Long Beach, Mississippi. 
 
MANUEL M. ORIG 
First Vice President – Mindanao Affairs 
 
Mr. Manuel M. Orig, 72 years old, Filipino, was appointed AboitizPower’s First Vice President for Mindanao Affairs 
in 2010.  He has been with the Aboitiz Group for over 40 years.  He was the Executive Vice President of Davao 
Light prior to his appointment in AboitizPower.  He was instrumental in transforming Davao Light into a 
professional and customer-oriented organization.  In 2004, he was awarded the Don Ramon Aboitiz Award of 
Excellence, the highest recognition bestowed on Aboitiz Group team members and team leaders, for his 
outstanding contribution to the Aboitiz Group.  He finished his Bachelor’s degree in Commerce from the Colegio 
de San Jose - Recoletos and had his Masters in Business Administration from the University of the Philippines. 

 
ROGER VICTOR E. BUENDIA 
First Vice President for Trading and Marketing 
 

Mr. Roger Victor E. Buendia, 50 years old, Filipino, has been First Vice President for Trading and Marketing of 
AboitizPower since August 1, 2013.  Mr. Buendia was Officer-in-Charge, President and Chief Executive Officer of 
PNOC Renewables Corporation prior to joining AboitizPower.  He also served in the same company as Executive 
Vice-President and Chief Operating Officer in February 2010 and as Vice President for Operations from September 
2009 to January 2010.  He also held managerial positions in various companies such as PT Shell Indonesia, Shell 
Colombia, S.A., Pilipinas Shell Petroleum Corporation and Shell Company in Cambodia Limited S.A.  Mr. Buendia is a 
licensed mechanical engineer with a degree in Bachelor of Science in Mechanical Engineering from the University of 
the Philippines. 
 

ALVIN S. ARCO 
First Vice President – Regulatory Affairs 
 

Mr. Alvin S. Arco, 53 years old, Filipino, was appointed First Vice President for Regulatory Affairs of AboitizPower 
on January 2, 2014.  He is also Vice President – Regulatory Affairs of Davao Light and Vice President – Finance of 
Cotabato Light.  He has been Vice President – Regulatory Affairs of AboitizPower from April 2007 to December 
2013.  He was Accounting Manager of AboitizPower from 1998 to 1999, Assistant Vice President – Finance from 
2000 to 2004 and Vice President – Finance in 2005.  Mr. Arco is a Certified Public Accountant.  He obtained his 
degree in Accountancy from the University of San Jose - Recoletos, Cebu City. 
 

LIZA LUV L. TAJANLANGIT-MONTELIBANO 
Vice President/Chief Financial Officer – Power Generation Group  
 

Ms. Liza Luv L. Tajanlangit-Montelibano, 38 years old, Filipino, has been Vice President/Chief Financial Officer – 
Power Generation Group since January 2, 2014.  Prior to joining AboitizPower, she was the Country Controller of 
NXP Semiconductors.  Her expertise is in finance, risk assessment and internal audit arising from her previous 
experience with various multinational companies. She also served as Chief Financial Officer of SteelAsia 
Manufacturing Corporation from September 2012 to March 2013, and as General Manager for Finance and 
Administration of L’Oreal Philippines, Incorporated from March 2006 to August 2012.  Ms. Montelibano graduated 
cum laude from the Ateneo de Manila University with a degree in Bachelor of Science in Management, minor in 
Finance.  She is also a Certified Internal Auditor under the Institute of Internal Auditors, U.S.A. 
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WILFREDO R. BACAREZA, JR. 
Vice President – Project Development 
 

Mr. Wilfredo R. Bacareza, Jr., 36 years old, Filipino, has been Vice President of AboitizPower since 2008.  Since 
joining AboitizPower, he has handled or been involved in numerous projects, such as the 300 MW coal-fired 
power plant project in Subic Bay, Philippines, acquisition of two 100 MW power barges located in Mindanao and 
the 700 MW IPPA contract for the Pagbilao coal plant.  He is currently in charge of developing TVI’s 300 MW coal-
fired power plant project in Toledo City, Cebu.  He was formerly the President and Chief Executive Officer of the 
Philippine National Oil Company - Development Management Corporation (PNOC-DMC) from January 2006 to July 
2008.  In 2005, he served as legal adviser of the Philippine National Construction Corporation (PNCC) and 
Metropolitan Waterworks and Sewerage System (MWSS).  He was also a Government Corporate Attorney II in the 
Office of the Government Corporate Counsel from 2004 to 2005 and Legal Consultant of National Power 
Corporation from 2003 to 2004.  He holds a degree in Interdisciplinary Studies, minor in Management and 
Economics, from the Ateneo de Manila University, and he is a graduate of the Ateneo Law School with a degree of 
Juris Doctor. 
 

ARTEMIO D. MAGNAYON 
Vice President for Business Development 
 

Mr. Artemio D. Magnayon, 52 years old, Filipino, has been Vice President for Business Development of 
AboitizPower since September 10, 2013.  Prior to joining AboitizPower, Mr. Magnayon served as Technical 
Engineering Leader/Engineering Manager in Marubeni Corporation–PT Matlamat Cakera Canggih.  He also served 
in various capacities at Alstom Power Asia Pacific Sdn. Bhd. in the development and execution of different projects 
in Singapore, Indonesia, Malaysia, Australia, Germany, France and New Zealand. He also worked in different 
geothermal development locations in the Philippines.  Mr. Magnayon is a licensed mechanical engineer with a 
degree in Bachelor of Science in Mechanical Engineering from the Mapua Institute of Technology.  He received his 
post graduate degree in Executive Master of Business and Administration from the International Academy of 
Management and Economics. 
 
WILLIAM L. RUCCIUS  
Senior Director- Business Development 
 

Mr. William L. Ruccius, 62 years old, American, was appointed Senior Director – Business Development of 
AboitizPower in August 2013.  He was previously Vice President - Business Development of AboitizPower from 
2011 to 2013.  He has over 18 years of experience throughout Asia in the energy business.  He was President and 
Chief Executive Officer of AES Orient in Hong Kong from 1998 to 2003.  Before joining AboitizPower, Mr. Ruccius 
was Managing Director of Asia Energy Products.  Mr. Ruccius earned his degree in Bachelor of Science in Chemical 
Engineering from Lehigh University and his Masters of Business Administration degree from the University of 
Houston, Texas, U.S.A. 
 

JAMES TIMKO 
Senior Director – Business Development 
 

Mr. James Timko, 40 years old, American, has been Senior Director – Business Development of AboitizPower since 
December 13, 2013.  Prior to joining AboitizPower, Mr. Timko was Vice President, Development Engineering of 
Lanco Power International.  He also served in various capacities at WorleyParsons and Bechtel in the design, 
development and execution of different power projects in Asia, Australia and U.S.A.  Mr. Timko is a licensed 
mechanical engineer with a Bachelor of Science degree in Mechanical Engineering from Virginia Polytechnic 
Institute and State University, Blacksburg, Virginia, U.S.A. 
 

JOHN ANTHONY CRANE 
Senior Director – Business Development 
 

Mr. John Anthony Crane, 49 years old, American, has been Senior Director - Business Development of 
AboitizPower since July 1, 2013.  He previously served in senior roles with two of the largest US integrated 
power and utilities companies, as Director of Financial Planning and Projects Analysis at Northeast Utilities 
System, Inc. (NYSE:NU) and Principal, Corporate Strategy and Development at PG&E Corporation, Inc. 
(NYSE: PCG).  Previously, he worked with engineering and consulting firms serving the global power and 
utilities sectors.  Mr. Crane holds a Bachelor of Arts degree in International Relations from Columbia 
University, New York, U.S.A.  He earned his Masters of Business Administration major in Finance from the 
University of Toronto, Toronto, Canada. 
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KENTON E. HEUERTZ 
Director for Asset Enhancement 
 

Mr. Kenton E. Heuertz, 57 years old, American, was appointed Director for Asset Enhancement in September 
2013.  He has been Vice President for Asset Management - Power Generation Group of AboitizPower from 
February 2012 to August 2013.  He has extensive experience in developing, implementing and administering 
natural gas pipeline safety, loss control, environmental damage prevention and risk management programs 
acquired from working with natural gas pipeline companies and electric power generation, transmission and 
distribution companies in the U.S.A.  Before joining AboitizPower, Mr. Heuertz was previously Project Manager – 
Gas Engineering and Director, Risk and Insurance Management of MidAmerican Energy Holdings Company.  Prior 
to his tenure at MidAmerican, he held various operations management and pipeline construction positions with 
NGPL/KinderMorgan and MidCon, Occidental Petroleum Corp.  He is a graduate of Bachelor of Arts and Sciences 
in Business Administration at William Penn University, Oskaloosa, Iowa, U.S.A.  He holds numerous technical 
engineering certificates from Texas A&M University and University of Texas - Austin Petroleum Extension Services, 
University of Nebraska – Lincoln, NE College of Mechanical Engineering and from Central Community College – 
Hastings, NE Computer Sciences.  He is a member of the American Society of Safety Engineers, an associate 
member of the American Society of Civil Engineers professional societies, and a Fourth Degree Member of the 
Knights of Columbus fraternal society. 
 

CRISANTO R. LASET, JR. 
Vice President – Trading 
 

Mr. Crisanto R. Laset, Jr., 55 years old, Filipino, was appointed as AboitizPower’s Vice President – Trading on July 
1, 2013.  He has been Assistant Vice President – Trading of AboitizPower from March 2012 to June 2013.  In 2009, 
he was appointed Assistant Vice President for Power Economics & Distribution System Planning.  Before he joined 
AboitizPower, he was Assistant Vice President - Technical Assistant to the Chairman of Cagayan Electric Power & 
Light Company, Inc.  He was also previously connected with ATOM Industrial Sales as Technical Assistant to the 
President.  Mr. Laset is a graduate of Bachelor of Science in Electrical Engineering from Mapua Institute of 
Technology and has units in Master of Science in Electrical Engineering from the University of the Philippines. 

 
RAUL C. LUCERO 
Vice President for Engineering –Power DistributionGroup 
 
Mr. Raul C. Lucero, 45 years old, Filipino, has been Vice President for Engineering - Power Distribution Group of 
AboitizPower since 2009.  He joined the Aboitiz Group in 1990 via Davao Light.  He became Vice President for 
Engineering of Davao Light in 2000.  He was involved in the successful bid by AEV for the management of Subic Bay 
Metropolitan Authority’s distribution system in the Subic Bay Freeport Zone in 2003.  He was promoted to Senior 
Vice President of Davao Light in 2004.  In the same year, he assisted VECOin transforming its engineering group.  He 
was officially transferred to VECO in 2008.  He is a graduate of Bachelor of Science in Electrical Engineering and 
Bachelor of Science in Electronics and Communications Engineering from the University of San Jose-Recoletos.  He 
obtained his Masters in Management degree from the Asian Institute of Management in 2012. 
 
ROLAND U. GAERLAN 
Vice President –Sales and Marketing 
 
Mr. Roland U. Gaerlan, 51 years old, Filipino, has been Vice President for Marketing of AboitizPower since 2010.  He 
has extensive senior management experience and expertise from a diverse number of industries including fast 
moving consumer goods, telecommunications, financial services and business process outsourcing.  Before joining 
AboitizPower, he served as Vice President - Business Development and succeded in generating business from the 
U.S.A., United Kingdom, India, Malaysia  and the Middle East.  Mr. Gaerlan is a graduate of Bachelor of Science in 
Industrial Engineering from the University of the Philippines, and he obtained his Masters degree in Business 
Administration from the Ateneo de Manila University. 
 
BIENAMER D. GARCIA 
Vice President– Distribution Customer Services 
 
Mr. Bienamer D. Garcia, 55 years old, Filipino, has been Vice President for Distribution Customer Services of 
AboitizPower since January 2011.  He joined the Aboitiz Group in 2002 as an Assistant to the Chief Operating Officer 
and Senior Vice President of Davao Light.  In 2004, he assistedVECOin transforming its customer services group.  He 
then became the Vice President of Administration and Customer Services Group of VECO from 2004 to 2006.  He 
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was Vice President for Retail Services and Administration of Davao Light prior to his appointment in AboitizPower.  
Mr. Garcia is a registered Metallurgical Engineer.  He earned his Masters degree in Business Administration and 
diploma in School of Urban and Regional Planning from the University of the Philippines - Diliman. 
 
SUSAN S. POLICARPIO 
Vice President – Government Relations 
 
Ms. Susan S. Policarpio, 57 years old, Filipino, has been AboitizPower’s Vice President – Government Relations since 
May 2012.  She was appointed as Assistant Vice President for Government Relations of AboitizPower in 2009.  Prior 
to her stint in AboitizPower, she was Assistant Vice President for Government Relations of ATSC (now 2GO Group, 
Inc.).  She was also Executive Director of the Domestic Shipping Association from 2001 to 2003.  From 1998 to 2001, 
she was Executive Director of the Honorary Investments and Trade Representatives of the Department of Trade and 
Industry.  She is a member of the Philippine Chamber of Commerce and Industry and is a graduate of Bachelor of 
Arts in Communication from St. Paul College. 
 
ANA LIZA M. ALETA 
Vice President – Management and Information Systems 
 
Ms. Ana Liza M. Aleta, 46 years old, Filipino, has been Vice President for Management & Information Systems – 
PowerGeneration Group of AboitizPower since 2012.  She was appointed as Assistant Vice President & Information 
Technology (IT) Director – Power Generation Group of AboitizPower in 2009.  She joined the Aboitiz Group in 1989 
as Marketing Assistant of ACO.  She rose from the ranks and held various positions relating to information 
technology in Pilmico.  She was Assistant Vice President - Information Technology of APRI, before she joined 
AboitizPower.  She has 24 years of experience in information infrastructure and systems management with diverse 
background in corporate and IT strategic planning, domestic operations, implementation, project management and 
technical marketing.  She is a graduate of Bachelor of Science in Electronics and Communication Engineering from 
the University of San Carlos, and she earned her Masters in Management degree from the University of the 
Philippines. 
 
CRISTINA BRIONES-BELORIA 
Vice President – Controller 
 

Ms. Cristina Briones-Beloria, 51 years old, Filipino, was appointed Vice President – Controller of AboitizPower on 
January 2, 2014.  She has been AboitizPower’s Assistant Vice President - Controller from 2008 to 2013.  She was 
Plant Controller of EAUC and CPPC from 2000 to 2008.  She had various consulting engagements in Tokyo, Japan 
from 1999 to 2000.  Prior to that, she served as Senior Auditor in the E.C. Ortiz and Co., CPAs in Chicago, Illinois, 
U.S.A.  Ms. Beloria holds a Bachelor of Science degree in Commerce, major in Accounting from the University of San 
Jose – Recoletos, Cebu City.  She passed the Certified Public Accountant Licensure Examination in the Philippines 
and in the state of Illinois, U.S.A. 
 

MA. KRISTINA C.V. RIVERA 
Vice President for Human Resources and Quality – Power GenerationGroup 
 

Ms. Ma. Kristina C.V. Rivera, 43 years old, Filipino, was appointed Vice President for Human Resources and Quality 
on January 2, 2014.  She served as Assistant Vice President for Human Resources and Quality - Power Generation 
Group of AboitizPower from 2009 to 2013.  She has 20 years of experience in human resources management with a 
diverse background in human resource strategic planning, implementation and administration.  Before joining the 
Aboitiz Group in 2003, she was with the PNOC - Energy Development Corporation.  She holds Bachelor of Science 
and Masters degree in Psychology from the University of the Philippines - Diliman. 
 

RONALD ENRICO V. ABAD 
Vice President for Project Development 
 

Mr. Ronald Enrico V. Abad, 43 years old, Filipino, was appointed AboitizPower’s Vice President for Project 
Development on January 2, 2014.  He was Assistant Vice President for Business Development of AboitizPower from 
2012 to 2013 and was Assistant Vice President for Project Development from 2009 to 2012.  Prior to joining 
AboitizPower, he was a manager of TeaM Energy Corporation, and he also worked as manager for ABB Philippines.   
He is a graduate of Bachelor of Science in Electrical Engineering from the University of Sto. Tomas 
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DENNIS DE LA SERNA 
Assistant Vice President–Regulatory Affairs 
 

Mr. Dennis de la Serna, 40 years old, Filipino, has been AboitizPower’s Assistant Vice President - Regulatory Affairs 

since 2010.  He was Contracts Manager for AESPhilippines before joining AboitizPower.  He was also Department 
Manager of the Universal Levy, Tariff and Financial Valuation Department of the Power Sector Assets and Liabilities 
Management Corporation.  He earned his degree in Bachelor of Arts in Management Economics from Ateneo de 
Manila University and obtained his Masters in Business Administration from Fordham University, New York, U.S.A. 
 

MARK ALBERT B. CANLAS 
Assistant Vice President –Business Development 
 

Mr. Mark Albert B. Canlas, 40 years old, Filipino, has been AboitizPower’s Assistant Vice President for Business 
Development since January 1, 2014.  Mr. Canlas was Senior Manager for Marketing and Customer Services of FDC 
Utilities, Inc.  He also served the National Grid Corporation of the Philippines, National Transmission Corporation 
and National Power Corporation in various capacities for more than ten years, most recently as the Tariff and 
Regulation Division Head of its Revenue and Regulatory Affairs Department.  He is a graduate of the University of 
Santo Tomas with a degree in Bachelor of Science in Electrical Engineering, and he is a registered Electrical Engineer.  
He also obtained his Masters in Business Administration from the National College of Business and Arts. 
 

RODRIGO M. SAN PEDRO, JR. 
Assistant Vice President for Business Development – Commercial 
 

Mr. Rodrigo M. San Pedro, Jr., 40 years old, Filipino, has been Assistant Vice President for Business Development - 
Commercial of AboitizPower since July 2012.  Prior to joining AboitizPower, Mr. San Pedro was connected with 
Trans-Asia Oil and Energy Development Corporation as Assistant Legal Counsel and with InterGen Management 
Services (Philippines) Ltd. as Manager for Corporate Development.  He was previously a legal officer of Chua & 
Munsayac Law Firm and held supervisory and managerial positions in various companies such as Korea Electric 
Power Corporation (KEPCO) Philippines and KEPCO Ilijan Corporation (KEILCO).  He earned his Bachelor of Arts 
degree, major in Economics, from the University of Santo Tomas and earned his Bachelor of Laws from the Lyceum 
of the Philippines University.  He is a member of the Integrated Bar of the Philippines. 

 
CARLOS COPERNICUS S. PAYOT 
Assistant Vice President & Controller– Power DistributionGroup 
 
Mr. Carlos Copernicus S. Payot, 49 years old, Filipino, has been Assistant Vice President & Controller - Power 
Distribution Group of AboitizPower since July 2009.  Prior to his appointment, he served in various positions in the 
Aboitiz Group.  He was Assistant Vice President for Accounting of VECO, Assistant Vice President – Accounting 
Services of AEV and Audit Manager of ACO.  He worked with SyCip Gorres Velayo & Co. after graduating from the 
University of San Carlos where he earned his Bachelor’s degree in Commerce, major in Accounting (cum laude). He 
is a Certified Public Accountant. 
 
CLOVIS B. RACHO 
Assistant Vice President for Procurement and Logistics– Power DistributionGroup 
 
Mr. Clovis B. Racho, 49 years old, Filipino, has been Assistant Vice President for Procurement and Logistics - Power 
Distribution Group of AboitizPower since 2009.  He joined the Aboitiz Group in 1989 as Assistant Systems Analyst of 
Davao Light, where he subsequently held various positions until his promotion as Department Manager of Technical 
Services Department in 2000.  He was promoted as Assistant Vice President for Procurement and Logistics of Davao 
Light in 2004.  He is the 2011 Gawad Sinop Supply Management Practitioner of the Year and a Diplomate in Supply 
Management.  He is a graduate of Bachelor of Science in Industrial Engineering and Bachelor of Science in 
Mechanical Engineering from Cebu Institute of Technology University, and he was awarded as one of its 2014 
Outstanding Alumni.  He is a registered Mechanical Engineer. 
 
ALADINO B. BORJA, JR. 
Assistant Vice President for Information Services  – Power DistributionGroup 
 
Mr. Aladino B. Borja, Jr., 50 years old, Filipino, has been Assistant Vice President for Information Services - Power 
Distribution Group of AboitizPower since 2009.  He started his career with the Aboitiz Group when he was hired as 
Computer Programmer by Davao Computer Services, Inc., an affiliate of Davao Light in 1997.  He later joined 
Davao Light in 1990 as Junior Programmer where he rose from the ranks, becoming Head of Information Service 
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Group in 2000.  He was later assigned to VECO as Assistant Vice President for Information Service Group in 2004.  
He graduated from Cebu Institute of Technology University. 
 
CHERRY AQUINO-JAVIER 
Assistant Vice President – Industry Affairs 
 
Ms. Cherry Aquino-Javier, 35 years old, Filipino, has been Assistant Vice President – Industry Affairs of AboitizPower 
since June 3, 2013.  Prior to joining AboitizPower, Ms. Javier was connected with AES Philippines, Inc. where she 
served in various capacities and rose from the ranks, i.e. from Market Analyst to Director for Markets.  She also 
served as Consultant – Financial Market Analyst of Asian Development Bank and was previously connected with 
Power Sector Assets and Liabilities Management Corporation.  She is a graduate of Bachelor of Science in Statistics 
(cum laude) from the University of the Philippines - Los Baños, and she holds a Masters degree in Economics from 
the same university. 
 
ROBERTO V. OROZCO 
Assistant Vice President – Civil Site Construction 
 
Mr. Roberto V. Orozco, 49 years old, Filipino, has been Assistant Vice President - Civil Site Construction of 
AboitizPower since January 2011.  Prior to joining AboitizPower, he was Senior Civil and Structural Engineer of 
PacificTech Solutions and Technical Operations Manager of the Philippine Branch of Ove Arup & Partners Hong Kong 
Ltd.  Mr. Orozco is a member of the Philippine Institute of Civil Engineers and the American Institute of Steel 
Construction.  He is a graduate of Bachelor of Science in Civil Engineering from Far Eastern University, and he 
obtained his Masters degree in Geotechnical Engineering from Mapua Institute of Technology.  To date, he has over 
28 years of experience in civil, structural and foundation engineering both local and international.  He has been 
involved in various projects such as power plants, industrial plants, gas distribution lines, refinery and petrochemical 
plants, oil and gas facilities, airport facilities, high-rise buildings, roads, highway and railway infrastructures, 
environmental structures and land development.  His expertise is in the fields of technical engineering, construction 
management and engineering services, construction supervision, quality assurance and research and development. 
 
ARAZELI L. MALAPAD 
Assistant Vice President for Accounting – Power Generation Group (Luzon) 
 
Ms. Arazeli L. Malapad, 45 years old, Filipino, has been Assistant Vice President for Accounting - Power Generation 
Group (Luzon) of AboitizPower since 2010.  She has 24 years of extensive experience performing finance, external 
audit and accounting managerial functions in various private companies.  She is a Certified Public Accountant and a 
member of the Philippine Institute of Certified Public Accountants.  She earned her Bachelor of Science in 
Commerce, major in Accounting, from Immaculate Conception College. 
 
PAQUITA S. TIGUE- RAFOLS 
Assistant Vice President for Corporate Services – Power Generation (Oil Group) 
 
Ms. Paquita S. Tigue-Rafols, 49 years old, Filipino, has been Assistant Vice President for Corporate Services - Power 
Generation (Oil Group) of AboitizPower since May 2012.  She was appointed Assistant Vice President for Accounting 
– Power Generation (Mindanao) in 2009.  She joined the Aboitiz Group as Finance and Accounting Manager of the 
Aboitiz shipbuilding company, FBMA Marine, Inc. (FBMA).  She was Assistant Vice President - Finance and Controller 
of FBMA prior to her appointment in AboitizPower.  She was also connected with Trans-Asia Shipping Lines, Inc. and 
Price Waterhouse/Joaquin Cunanan & Co. before she joined the Aboitiz Group.  Ms. Rafols is a Certified Public 
Accountant.  She holds degrees in Bachelor of Science in Commerce, major in Accounting, from St. Theresa’s College 
(magna cum laude) and Bachelor of Laws from the University of San Carlos. 
 
MA. CIELITA C. AÑIGA 
Assistant Vice President for HumanResourcesand Quality –PowerDistributionGroup 
 
Ms. Ma. Cielita C. Añiga, 57 years old, Filipino, has been Assistant Vice President for Human Resources and Quality - 
Power Distribution Group of AboitizPower since January 2011.  She joined the Aboitiz Group in 1993 as Total Quality 
Management Coordinator of Davao Light.   In 1994, she was named Department Manager for Quality and Human 
Resource Development and was eventually promoted as Assistant Vice President, the position she held until 2000.  
She rejoined the Aboitiz Group in 2004 as part of the management team that was tasked to manage and transform 
VECO.  She was Assistant Vice President for Human Resources of VECO prior to her appointment in AboitizPower.  
Ms. Añiga holds Bachelor of Science degrees in Chemical Engineering from the University of Mindanao and 



102 ∙  SEC FORM 17-A (ANNUAL REPORT) 
 

Metallurgical Engineering from a consortium between the University of the Philippines and the Mindanao State 
University. She also has a Masters in Management degree, major in Industrial Relations from the University of the 
Philippines. 
 
RAYMOND CARL R. ROSEUS 
Assistant Vice President – Key Accounts 
 
Raymond Carl R. Roseus, 42 years old, Filipino, has been Assistant Vice President – Key Accounts of AboitizPower 
since May 1, 2013.  Mr. Roseus has been with the Aboitiz Group for more than five years where he rose from the 
ranks as Sales Engineer to Assistant Vice President of AESI.  He was previously connected with Kanematsu 
Corporation – Manila Branch as Assistant Manager for its Project and Machinery Department.  He is a graduate of 
Bachelor of Science in Mechanical Engineering from Mapua Institute of Technology, and he completed the course 
work for Masters in Business Administration from the Ateneo Graduate School of Business. 
 
CARLO P. CRUZ 
Assistant Vice President – Marketing Services 
 
Mr. Carlo P. Cruz, 42 years old, Filipino, has been AboitizPower’s Assistant Vice President – Marketing Services since 
May 1, 2013.  Mr. Cruz was Assistant Vice President – Operations and Administration of AESI since 2012.  He is a 
management professional with more than 15 years of experience across various industries such as SEAOIL 
Philippines, Inc., Designs Ligna Enterprises Corp., Guevara Group of Companies and IGC Securities, Inc.  Mr. Cruz is a 
graduate of Bachelor of Arts in English Literature from the Ateneo de Manila University, and he earned his Masters 
in Business Administration from the University of Western Australia-Manila Campus.  He also completed an 
advanced course work on Fundamentals of Entrepreneurial Management, Masters in Entrepreneurship from the 
Asian Institute of Management. 
 
JUAN MANUEL J. GATMAITAN 
Assistant Vice President – Marketing 
 

Mr. Juan Manuel J. Gatmaitan, 42 years old, Filipino, has been Assistant Vice President - Marketing of AboitizPower 
since 2010.  He was Assistant Vice President for Power Sales and Marketing of APRI prior to his appointment in 
AboitizPower.  He earned his degree in AB Management Economics from Ateneo de Manila University and had his 
Master of Business Administration in General Management from the Rotterdam School of Management, Erasmus 
University, Rotterdam, The Netherlands. 
 
KATRINA MICHAELA D. CALLEJA  
Assistant Vice President – Corporate Branding and Communication  

 
Ms. Katrina Michaela D. Calleja, 36 years old, Filipino, has been Assistant Vice President - Branding of AboitizPower 
since 2011. She joined the Aboitiz Group in 2001 where she was Superferry’s Marketing Executive for four years. She 
served as Retail Sales and Brand Manager of 2GO Express from 2005 to 2009. Before her current post, she was 
AboitizPower’s Brand Manager until 2010. Ms. Calleja graduated from Ateneo de Manila University with a Bachelor 
of Arts degree, major in Economics. 
 

DAVE MICHAEL V. VALERIANO  
Assistant Vice President – Investor Relations 
 

Mr. Dave Michael V. Valeriano, 34 years old, Filipino, has been Assistant Vice President – Investor Relations of 
AboitizPower since December 2012.  He is also Assistant Vice President – Ivestor Relations of AEV since August 
2012.  Before joining the Aboitiz Group, he worked at Manila Water Company, Inc. where he served in various 
capacities, the last being the Head of Treasury and Investor Relations Department.  Mr. Valeriano is a Bachelor of 
Science in Civil Engineering graduate from the University of the Philippines - Diliman, and passed the Civil 
Engineering licensure examination in 2012.  He completed his Masters in Business Administration degree from the 
De La Salle University Graduate School of Business. 
 

IRWIN C. PAGDALIAN 
Assistant Vice President for Special Projects – Power DistributionGroup 
 

Mr. Irwin C. Pagdalian, 56 years old, Filipino, has been Assistant Vice President for Special Projects – Power 
Distribution Group of AboitizPower since 2011.  He joined the Aboitiz Group in 1980 as Staff Engineer of Davao 
Light, where he rose from the ranks and eventually co-led Davao Light’s Engineering Group.  He also served as 
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Assistant Vice President for Power Systems Design of VECO.  Prior to his appointment in AboitizPower, he was 
Assistant Vice President/General Manager of MEZ and BEZ.  Mr. Pagdalian is a licensed engineer and a life 
member of the Institute of Integrated Electrical Engineers.  He has a degree in Bachelor of Science in Electrical 
Engineering from Cebu Institute of Technology University, and he studied Management Programs at the Asian 
Institute of Management. 
 

SOCORRO L. PATINDOL  
Assistant VicePresident for Environmental Management – Power Generation Group 
 

Ms. Socorro L. Patindol, 54 years old, Filipino, has been Assistant Vice President for Environmental Management – 
Power Generation Group of AboitizPower since January 2012.  Ms. Patindol joined the Aboitiz Group as Assistant 
Vice President for Environmental, Health and Safety of APRI in February 2009.  She gained extensive experience in 
environmental policy and planning when she worked for various companies all over the Philippines and across 
Asia, including the Asian Development Bank and the World Bank.  Ms. Patindol is a graduate of Bachelor of 
Science in Human Ecology from the University of the Philippines - Los Baños (UPLB).  She earned her Master of 
Science in Environmental Studies degree from the same school. She also holds a Masters degree in Environmental 
Resource Management from the University College Dublin - National University of Ireland, Dublin. She is currently 
completing her doctorate degree in Environmental Science from the University of the Philippines – Diliman.  She 
obtained four Certificates of Completion for the e-courses on International Environmental Law from the UN 
International Training and Research Center based in Geneva, Switzerland. She was awarded Distinguished Alumna 
for Environmental Management by the College of Human Ecology, UPLB.  In October 2013, she also received 
recognition as an Outstanding Alumna by the School of Environmental Science and Management, UPLB. Recently, 
she completed the certification course for Lead Auditors for ISO 14001 from SGS Testing & Control Services 
Singapore Pte Ltd. 
 

KATRINA M. PLATON  
Assistant Vice President – Legal and Regulatory Affairs 
 

Ms. Katrina M. Platon, 47 years old, Filipino, has been Assistant Vice President - Legal and Regulatory Affairs of 
AboitizPower since 2009.  She was Senior Associate General Counsel of AEV before she moved to AboitizPower in 
May 2007.  Prior to joining the Aboitiz Group, she served as Corporate Legal Manager of the regional 
headquarters of e-Room Corporation in the Philippines and Associate Legal Officer at the United Nations 
Compensation Commission in Geneva, Switzerland.  She started her law practice as an associate of Ponce Enrile 
Reyes & Manalastas Law Offices (Formerly Ponce Enrile Cayetano Reyes & Manalastas Law offices) where she 
specialized in corporate law.  She finished her Bachelor’s degree in Business Administration from the University of 
the Philippines, and she is a graduate of the Ateneo de Manila University - School of Law.  She took her LLM in 
Banking and Finance Law from the Boston University - School of Law in Boston, Massachusetts, U.S.A. 
 
M. JASMINE S. OPORTO 
Ex-OfficioMember – Board Corporate Governance Committee 
Corporate Secretary/ Chief Compliance Officer   
 
Ms. M. Jasmine S. Oporto, 54 years old, Filipino, has been the Corporate Secretary of AboitizPower since 2007.  
She was appointed Chief Compliance Officer of AboitizPower in December 2012.  She was also promoted as Senior 
Vice President – Chief Legal Officer, Corporate Secretary and Compliance Officer of AEV in May 2012.  She is also 
Vice President for Legal Affairs of Davao Light; Corporate Secretary of Hijos and Assistant Corporate Secretary of 
VECO.  Prior to joining AEV, she worked in various capacities at the Hong Kong office of Kelley Drye & Warren, LLP, 
a New York-based law firm, and the Singapore-based consulting firm Albi Consulting Pte. Ltd.  She obtained her 
Bachelor of Laws degree from the University of the Philippines and is a member of both the Philippine and New 
York bars.  She is an Associate of the Institute of Corporate Directors and completed the course for Corporate 
Governance and Risk Management for Board of Trustees/Directors of Banks. 
 
JOSEPH TRILLANA T. GONZALES 
Assistant Corporate Secretary 
 
Mr. Joseph Trillana T. Gonzales, 46 years old, Filipino, has been Assistant Corporate Secretary of AboitizPower 
since 2007. He is also Vice President for Legal and Corporate Services of AEV and Corporate Secretary of APRI.  
He was Special Counsel of SyCip Salazar Hernandez & Gatmaitan Law Offices until he joined the Aboitiz Group 
in 2007 as Assistant Vice President of the Corporate and Legal Services of ACO.  He is a graduate of Bachelor 
of Arts, major in Economics, and Bachelor of Laws from t h e  University of the Philippines. He has a Master of 
Laws degree from the University of Michigan, Michigan, U.S.A.  
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Period in which the Directors and Executive Officers Should Serve 
 

The directors and executive officers should serve for a period of one year. 
 
Term of Office of a Director 
 

Pursuant to the Amended By-Laws of AboitizPower, the directors are elected at each Annual Stockholders’ 
Meeting by stockholders entitled to vote. Each director holds office until the next annual election or for a term of 
one year and until his successor is duly elected, unless he resigns, dies or is removed prior to such election. 
 
Any vacancy in the Board other than by removal or expiration of term may be filled by a majority vote of the 
remaining members thereof at a meeting called for that purpose, if they still constitute a quorum. The director so 
chosen shall serve for the unexpired term of his predecessor in office. 
 
Significant Employees 
 

AboitizPower considers the contribution of every employee important to the fulfillment of its goals. 
 
Family Relationships 
 

Messrs. Jaime Jose and Luis Miguel Aboitiz are first cousins. Messrs. Jon Ramon and Mikel Aboitiz are brothers.  
Messrs.Erramon, Enrique, Jr. and Iker Aboitiz are brothers as well.  Messrs. Jon Ramonand Mikel are second 
cousins of Messrs. Erramon, Enrique, Jr., Iker, Jaime Joseand Luis Miguel Aboitiz. 
 
Involvement in Certain Legal Proceedings as of March 31, 2014 
 

To the knowledge and/or information of AboitizPower, none of its nominees for election as directors, its present 
members of the Board or its executive officers, is presently involved in any legal proceeding or bankruptcy petition 
or has been convicted by final judgment, or being subject to any order, judgment or decree or has violated the 
securities or commodities law in any court or government agency in the Philippines or elsewhere, or for the past 
five years and the preceding years until March 31, 2014, which would put to questionhis/her ability and integrity 
to serve AboitizPower and its stockholders. 
 
Resignation or Refusal to Stand for Re-electionby Members of the Board of Directors 
 

No director has resigned or declined to stand for re-election to the Board since the date of AboitizPower’s last 
Annual Stockholders’ Meeting because of a disagreement with AboitizPower on matters relating to its operations, 
policies and practices. 
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Item 10. Compensation of Directors and Executive Officers 
 

(1) Summary of Compensation of Executive Officers 

 
Information as to the aggregate compensation paid or accrued to AboitizPower’s Chief Executive Officer and other 
highly compensated executive officers, as well as other officers and directors during the last two completed fiscal 
years and the ensuing fiscal year are as follows: 
 

Chief Executive Officer and the Four  
Most Highly Compensated Officers* 

Year Salary Bonus 
Other Annual 
Compensation 

1. Erramon I. Aboitiz 
 - President and Chief Executive Officer 

 
2. Antonio R. Moraza 

- Executive Vice President and Chief 
Operating Officer – Power 
Generation Group 

 
3. Jaime Jose Y. Aboitiz 

- Executive Vice President and Chief 
Operating  Officer – Power 
Distribution Group 

 
4. Iker M. Aboitiz 

- First Vice President and Corporate 
Information  Officer 

 
5. Thomas J. Sliman, Jr. 

- Executive Director - Projects 

    

All above named officers as a group 

Actual 2013  P96,370,000.00 P3,930,000.00 P15,130,000.00 

Actual 2012 P49,950,000.00 P2,540,000.00 P11,740,000.00 

Projected 2014  P106,010,000.00 P4,320,000.00 P24,770,000.00 

All other unnamed officers and directors 
as a group 

Actual 2013  P157,140,000.00 P9,900,000.00 P31,150,000.00 

Actual 2012 P94,100,000.00 P5,630,000.00 P26,490,000.00 

Projected 2014  P172,850,000.00 P10,890,000.00 P23,880,000.00 

*The Chief Executive Officer and the four most highly compensated Officers in 2013 remained the same in 2012. 

 

(2) Compensation of Directors 
 

(i) Standard Arrangements 
 

In 2013, all of AboitizPower’s directors received a monthly allowance of P100,000, except for the Chairman of the 
Board who received a monthly allowance of P150,000.  In addition, each director and each chairman of the Board 
and the Board Committees received per diem for every Board or Committee meeting attended as follows: 

 

Type of Meeting Directors Chairman of the Board 

Board Meeting P100,000 P150,000 

   

Type of Meeting Directors Chairman of the Board 

Committee Meeting P80,000 P100,000 

 
(ii) Other Arrangements 
 

Other than payment of a director’s allowance and per diem as stated above, there are no standard arrangements 
pursuant to which directors of the Company are compensated, or are to be compensated, directly or indirectly, 
for any services provided as a director. 
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(iii) Employment Contracts and Terminationof Employment and Change-in-Control Arrangements 

 
There is no compensatory plan or arrangement between AboitizPower and any executive in case of resignation or 
any other termination of employment or from a change in the management control of AboitizPower. 
 
(iv) Warrants and Options Outstanding 

 
To date, AboitizPower has not granted any stock option to its directors or officers 
 
 
Item 11. Security Ownership of Certain Record and Beneficial Owners and Management 

 
(1) Security Ownership of Certain Record and Beneficial Owners (more than 5%)  as of March 31, 2014 

 

Title of 
Class 

Name, Address of Record Owner 
and Relationship with Issuer 

Name of Beneficial 
Owner and 

Relationship with 
Record Owner 

Citizenship 

No. of Shares and                    

Nature of Ownership                          

(Record or Beneficial) 

Percent      

of Class 

Common 1.  Aboitiz Equity Ventures, Inc.
6

 

32nd Street, Bonifacio Global 
City, Taguig City 
(Stockholder) 

AboitizEquity 
Ventures, Inc. 

7
 

Filipino 5,657,530,774 

(Record and Beneficial) 
76.88% 

Common 2. PCD Nominee Corporation
8

 

G/F MSE Bldg. Ayala Avenue, 
MakatiCity 
(Stockholder) 

PCD participants 
acting for 
themselves or for 
their customers9

 

Filipino 722,802,924 
(Record) 

9.82% 

 
 

Common 

3. PCD Nominee Corporation
10

 

G/F MSE Bldg. 
Ayala Avenue, MakatiCity 
(Stockholder) 

PCD participants 
acting for 
themselves or for 
theircustomers

11
 

Non-
Filipino 

606,601,148 
(Record) 

8.24% 

 

Aboitiz Equity Ventures, Inc. (AEV) is the public holding and management company of the Aboitiz Group, one of 
the largest conglomerates in the Philippines.  As of March 31, 2014, the following entities own five percentum (5%) 
or more of AEV: 

 

Title of 
Class 

Name, Address of Stockholder and 
Beneficial Owner 

Citizenship 

No. of Shares and                            

Nature of Ownership                          

(Record or Beneficial) 

Percent      

of Class 

Percent 

of Class 

Common 1. Aboitiz & Company, Inc. 
AboitizCorporate Center 
Gov. Manuel A. Cuenco Avenue 
Kasambagan, Cebu City 6000 

Filipino 2,735,600,915 
(Record and Beneficial) 

49.54% 

Common 2. PCD Nominee Corporation3
 

G/F MSE Bldg. Ayala Avenue, 
MakatiCity 
(Stockholder) 

Non-Filipino 537,793,725 
 (Record) 

9.74% 

Common 3. PCD Nominee Corporation5
 

G/F MSE Bldg. 
Ayala Avenue, MakatiCity 
(Stockholder) 

Filipino 555,979,566 
 (Record) 

10.07% 

 

Common 
4. Ramon Aboitiz Foundation, Inc. 

35 Lopez Jaena St., Cebu City 
Filipino 424,538,863  

(Record and Beneficial) 

7.69% 

                                                           
6Mr. Erramon I. Aboitiz, President and Chief Executive Officer of AEV, will vote the shares of AEV in AboitizPower in accordance with the directive 

of theAEV Board of Directors. 
7AEV is the parent company ofAboitizPower. 
8The PCD Nominee Corporation is not related to theCompany. 
9Each beneficial owner of shares, through a PCD participant, is the beneficial owner of such number of shares he owns in his account with the 

PCD participant.  AboitizPower has no record relating to the power to decide how the shares held by PCD are to be voted. As advised to the 

Company, none of the beneficial owners under a PCD participant owns more than 5% of the Company’s common shares. 
10Supra note 3. 
11Supra note 4. 
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Parent Company 
 
AboitizPower’s parent company is AEV. As of March 31, 2014, AEV owns 76.88% of AboitizPower. In turn, ACO 
owns, as of March 31, 2014, 49.54 % of AEV. 
 
(2) Security Ownership of Management as of March 31, 2014 (Record and Beneficial) 

 

Title of  

Class 
Name of Owner and Position 

No. of Shares and 

Nature of Ownership 

(Direct or Indirect) 

Citizenship 

Percentage 

of 

Ownership 

Common Enrique M. Aboitiz, Jr. 
Chairman of the Board 

686,758 Direct Filipino 0.01% 

Common 
Jon Ramon Aboitiz 
Vice Chairman of the Board 

33,001 Direct 
Filipino 

0.00% 

12,175,720 Indirect 0.17% 

Common 
Erramon I. Aboitiz 
Director/President and Chief Executive Officer 

1 Direct 
Filipino 

0.00% 

32,530,790 Indirect 0.44% 

Common 

Jaime Jose Y. Aboitiz 
Director/Executive Vice President and 
Chief Operating Officer- Power  Distribution 
Group 

5,367,397 Direct 

Filipino 

0.07% 

2,264,254 Indirect 0.03% 

Common Mikel A. Aboitiz 
Director 

1 Direct 
Filipino 

0.00% 

13,283,959 Indirect 0.18% 

Common 
Antonio R. Moraza 
Director/Executive Vice President and Chief 
Operating Officer- Power Generation Group 

1 Direct 
Filipino 

0.00% 

24,478,966 Indirect 0.33% 

Common Jose R. Facundo 
Independent Director 

1,000 Direct Filipino 0.00% 

Common Romeo L. Bernardo 
Independent Director 

1,000 Direct Filipino 0.00% 

Common Alfonso A. Uy 
Independent Director 

1,000 Direct Filipino 0.00% 

Common Juan Antonio E. Bernad 
Executive Vice President – Strategy  and Regulation 

520,001 Direct 
Filipino 

0.01% 

255,590 Indirect 0.00% 

Common 
Luis Miguel O. Aboitiz 
Senior Vice President – 
Power Marketing and Trading 

5,623,031 Direct Filipino 0.08% 

Common Gabriel T. Mañalac 
Senior Vice President – Group Treasurer 

111,139 Direct Filipino 0.00% 

Common Iker M. Aboitiz 
First Vice President/Corporate Information Officer 

6,404,528 Direct 
Filipino 

0.09% 

2,007,343 Indirect 0.03% 

Common Manuel R. Lozano 
First Vice President/Chief Financial Officer  

65,654 Direct Filipino 0.00% 

Common 
Ma. Chona Y. Tiu 
First Vice President and Chief Financial Officer – 
Power Distribution Group 

187,250 Direct 
Filipino 

0.00% 

50,000 Indirect 0.00% 

Common 
Susan V. Valdez 
Chief Reputation and Chief Risk Management 
Officer 

Officer 

509,862 Direct Filipino 0.01% 

Common Raymond E. Cunningham 
Executive Director - Business Development 

141,797 Direct American 0.00% 

Common 
Thomas J. Sliman, Jr. 

Executive Director – Projects 
47,866 Direct American 0.00% 
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Title of 

Class 
Name of Owner and Position 

No. of Shares and 

Nature of Ownership 

(Direct or Indirect) 

Citizenship 
Percentageof 

Ownership 

Common Manuel M. Orig 
First Vice President - Mindanao Affairs 

248,373 Direct Filipino 0.00% 

N/A Roger Victor E. Buendia 
First Vice President for Trading and Marketing  

0 N/A Filipino 0.00% 

Common Alvin S. Arco 
First Vice President for Regulatory 

36,427 Direct Filipino 0.00% 

N/A 
Liza Luv L. Tajanlangit - Montelibano 
Vice President/Chief Financial Officer – Power 
Generation Group 

0 N/A Filipino 0.00% 

Common 
Wilfredo R. Bacareza, Jr. 

Vice President – Business Development 

530,000 Direct 
Filipino 

0.01% 

15,000 Indirect 0.00% 

N/A 
Artemio D. Magnayon 

Vice President for Business Development 
0 N/A Filipino 0.00% 

N/A 
William L. Ruccius 

Senior Director – Business Development 
0 N/A American 0.00% 

N/A 
James Timko 

Senior Director – Business Development 
0 N/A American  0.00% 

N/A 
John Anthony Crane 

Senior Director – Business Development 
0 N/A American 0.00% 

N/A Kenton E. Heuertz 
 Director for Asset Enhancement 

0 N/A American 0.00% 

N/A 
Crisanto R. Laset, Jr. 

Vice President – Trading 
0 N/A Filipino 0.00% 

Common 
Raul C. Lucero 
Vice President for Engineering - 
Power Distribution Group 

136,842 Direct Filipino 0.00% 

Common Roland U. Gaerlan 
Vice President – Sales and Marketing 

2,804 Direct Filipino 0.00% 

Common Bienamer D. Garcia 
Vice President – Distribution Customer Services 

17,613 Indirect Filipino 0.00% 

Common Susan S. Policarpio 
Vice President - Government Relations 

8,654 Direct Filipino 0.00% 

Common 
Ana Liza M. Aleta 
Vice President – Management & Information 
Systems 
 

88,427 Direct Filipino 0.00% 

Common 
Cristina B. Beloria 

Vice President – Controller  
20,000 Direct Filipino 0.00% 

N/A 
Ma. Kristina C.V. Rivera 
Vice President for Human Resources and Quality - 
Power Generation Group 

 

0 N/A Filipino 0.00% 

N/A 
Ronald Enrico V. Abad 

Vice President for Project Development 
0 N/A Filipino 0.00% 

N/A 
Mark Albert B. Canlas 

Assistant Vice President – Business Development  
0 N/A Filipino 0.00% 

N/A Dennis de la Serna 
Assistant Vice President  – Regulatory Affairs 

0 N/A Filipino 0.00% 

N/A 
Rodrigo M. San Pedro, Jr. 
Assistant Vice President for  
Business Development  – Commercial 

0 N/A Filipino 0.00% 
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Title of  

Class 
Name of Owner and Position 

No. of Shares and 

Nature of Ownership 

(Direct or Indirect) 

Citizenship 

Percentage 

of 

Ownership 

N/A 
Carlos Copernicus S. Payot 
Assistant Vice President & Controller - 
Power Distribution Group 

0 N/A Filipino 0.00% 

Common 
Clovis B. Racho 
Assistant Vice President for Procurement and 
Logistics- Power Distribution Group 

1,000 Direct Filipino 0.00% 

N/A 
Aladino B. Borja, Jr. 
Assistant Vice President for InformationServices -
Power Distribution Group 

0 N/A Filipino 0.00% 

N/A 
Roberto V. Orozco 
Assistant Vice President - Civil Site Construction 

0 N/A Filipino 0.00% 

Common 
Katrina M. Platon 
Assistant Vice President -Legal and Regulatory 
Affairs 

26,896 Direct Filipino 0.00% 

Common 
Arazeli L. Malapad 
Assistant Vice President for Accounting-Power 
Generation Group (Luzon) 

7,000 Direct Filipino 0.00% 

N/A 

Paquita S. Tigue - Rafols 
Assistant Vice President for Corporate Services -
Power Generation (Oil Group) 

0 N/A Filipino 0.00% 

Common 
Juan Manuel J. Gatmaitan 
Assistant Vice President - Marketing 

21,000 Direct Filipino 0.00% 

Common 

Katrina Michaela D. Calleja 
Assistant Vice President – Corporate Branding and 
Communication 

5,000 Direct Filipino 0.00% 

N/A 

Ma. Cielita C. Añiga 
Assistant Vice President for Human Resources and 
Quality - Power Distribution Group 

0 N/A Filipino 0.00% 

N/A 
Raymond Carl R. Roseus 
Assistant Vice President – Key Accounts 

0 N/A Filipino 0.00% 

N/A 
Carlo P. Cruz 
Assistant Vice President – Marketing Services 

0 N/A Filipino 0.00% 

N/A 
Dave Michael V. Valeriano 
Assistant Vice President - Investor Relations 

0 N/A Filipino 0.00% 

N/A 
Socorro L. Patindol 
Assistant Vice President for Environmental 
Management- Power Generation Group 

0 N/A Filipino 0.00% 

Common 
Irwin C. Pagdalian 
Assistant Vice President for Special Projects - 
Power Distribution Group 

1,000 Direct Filipino 0.00% 

N/A 
Cherry Aquino-Javier 
Assistant Vice President – Industry Affairs 

0 N/A Filipino 0.00% 

Common 
M. Jasmine S. Oporto 
Corporate Secretary and Chief Compliance Officer 

131,739 Direct Filipino 0.00% 

Common 
Joseph Trillana T. Gonzales 
Assistant Corporate Secretary 

62,527 Direct Filipino 0.00% 

 
TOTAL  108,108,211   1.47% 
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Voting Trust Holders of Five Per Centum (5%) or More of Common Equity 
 

No person holds under a voting trust or similar agreement more than five per centum (5%) of AboitizPower’s 
common equity. 
 

Changes in Control 
 

There are no arrangements that may result in a change in control of AboitizPower during the period covered by 
this report. 
 

Item 12. Certain Relationships and Related Transactions 
 
AboitizPower and its subsidiaries and associates (hereinafter referred to as the Group), in their regular conduct of 
business, have entered into related party transactions consisting of professional fees, advances and rental fees. 
These are made on an arm’s length basis as of the time of the transactions. 
 
AboitizPower (Parent) has provided support services to its Business Units such as marketing, trading, billing and 
other technical services necessary for the effective and efficient management and operations among and between 
the Subsidiaries and Associates. 
 
The Group has existing Service Level Agreements (SLA) with its parent company, AEV, for corporate center 
services, such as human resources, internal audit, legal, information technology, treasury and corporatefinance, 
among others. These services are obtained from AEV to enable the Group to realize cost synergies and optimize 
expertise at the corporate center. AEV maintains a pool of highly qualified professionals with business expertise 
specific to the businesses of the Group. Transaction costs are always benchmarked on third party rates to ensure 
competitive pricing and consistency to prevailing industry standards. SLAs are in place to ensure quality of service. 
 

Energy fees are billed by the Group to related parties, and the Group also purchased power from associates arising 
from (i) PPA/PSA or ESA (Note 21) and (ii) replacement power contracts (Note 22). 
 

AboitizPower and certain Subsidiaries and Associates are leasing office spaces from Cebu Praedia Development 
Corporation and Aboitiz Land, Inc. and Subsidiaries. Rental rates are comparable with prevailing market prices. 
 

Additional information on related party transactions is found under the section on Transactions with and/or 
Dependence on Related Parties. 
 

No other transaction, without proper disclosure, was undertaken by the Company in which any director or 
executive officer, any nominee for election as director, any beneficial owner (direct or indirect) or any memberof 
his immediate family was involved or had a direct or indirect material interest. 
 

AboitizPower employees are required to promptly disclose any business and family-related transactions with the 
Company to ensure that potential conflicts of interest are brought to the attention of management. 
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PART IV – CORPORATE GOVERNANCE  
 

Item 13. Corporate Governance 
 
AboitizPower has a Manual of Corporate Governance (Manual) and Code of Ethics and Business Conduct (Code) to 
guide the attainment of its corporate goals and strategies. To ensure compliance, copies of the Manual and the 
Code were disseminated to the Board of Directors, management and employees of AboitizPower. Company-wide 
orientations on theManual and the Code were conducted as well. 
 

AboitizPower has in place a performance evaluation system for corporate governance. It also participated, and 
intends to participate, in the annual Corporate Governance Scorecard Surveys of the SEC, PSE and the Institute of 
Corporate Directors (ICD) to benchmark its corporate governance practices against best practices. AboitizPower 
likewise participates in the ASEAN Corporate Governance Scorecard, which was adopted by the Philippines in 
September 2012. The Compliance Officer regularly monitors and evaluates compliance by the Board of Directors, 
management and employees to the Manual, the Code, other company policies, and existing laws and regulations. 
Together with the Human Resources Department, the Compliance Officer also ensures the implementation of 
AboitizPower’s rule against conflicts of interests and the misuse of confidential and proprietary information 
throughout the organization. 
 
The Compliance Officer regularly reports to the Board Corporate Governance Committee and the Board Audit 
Committee the Company’s compliance status with existing laws and regulations, as well as the Board’s, 
management’s and employees’ compliance with internal governance policies. 
 
Corporate governance is further fostered by the Board’s active role in reviewing and approving corporate goals 
and strategies set by management, as well as in monitoring and evaluating management performance in meeting 
such goals. The different Board committees - Audit, Corporate Governance, and Risk and Reputation Management 
- report regularly to the Board and are crucial in maintaining Board oversight in key management areas. 
 
There are no major deviations from the Manual as of the date of this report. The Board of Directors regularly 
reviews the Manual to ensure that the same remains relevant and responsive to the needs of the organization. 
 
A copy of the complete Corporate Governance Report (CG Report) of the Chief Compliance Officer is available at 
www.aboitizpower.com/AP/7983:Annual-Corporate-Governance-Report.html.  A condensed copy of the CG 
Report is also included in the Company’s Annual Report and can be accessed at 
http://www.aboitizpower.com/AP/5672:apvx-downloads.html. 
 
Board Attendance 
 
The Board’s primary objectives are to improve shareholder returns, to develop responsible long-term investments, 
and achieve disciplined and sustainable growth.  To this end, board attendance and active participation during 
board meetings are encouraged from directors.  Attendance during board meetings are closely monitored and 
reported by the Chief Compiance Officer to the SEC and PSE, and uploaded in the Corporate Governance webpage 
of the Company. 
 
In 2013, the Board held eight regular and special meetings. Below is a summary of the attendance of the Directors. 

 

 

REGULAR AND SPECIAL MEETINGS 2013 

31-Jan 

Regular 

5-Mar 

Special 

21-Mar 

Regular 

20-May 

Regular 

31-Jul 

Regular 

26-Sept 

Regular 

27-Nov 

Regular 

16-Dec 

(Board 

Retreat) 

Enrique M. Aboitiz,Jr. P P P P P P P P 

Jon Ramon Aboitiz P P P P P P P P 

Erramon I. Aboitiz P P P P P P P P 

Antonio R. Moraza P P P P P P P P 

Mikel A. Aboitiz  P P P P P P P P 

Jaime Jose Y. Aboitiz P P P P P P P P 

Jose R. Facundo                  

(Independent Director) 
P P P A P P P P 

http://www.aboitizpower.com/AP/7983:Annual-Corporate-Governance-Report.html
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Romeo L. Bernardo                  

(Independent Director) 
P P P P P P P P 

Jakob G. Disch                  

(Independent Director until May 

20, 2013) 

P P P P N/A N/A N/A N/A 

Alfonso A. Uy (Independent 

Director appointed on May 20, 

2013) 

N/A N/A N/A N/A P P P P 

TOTAL NO. OF    DIRECTORS 

PRESENT 
9 9 9 8 9 9 9 9 

PERCENTAGE NO. OF 

DIRECTORS PRESENT IN EACH 

MEETING 

100.00% 100.00% 100.00% 88.89% 100.00% 100.00% 100.00% 100.00% 

 
Pursuant to SEC Memorandum Circular No. 1-2014, the Company reported the attendance of the Board of 
Directors for the year 2013 to the SEC and the PSE.  A copy of the report was uploaded in the Company’s website 
and can be accessed at http://www.aboitizpower.com/templates/ap_corpgov/reports/Annual%20Corporate%20 
Governance%20Report.pdf. 
 

Corporate Governance Initiatives 
 
Going beyond mere compliance and box-ticking, the Company regularly updates its corporate governance policies 
to ensure that they are relevant to the needs of the organizationand, at the same time, at par with global best 
practices. 
 
In February 2009, the Board of Directors of AboitizPower approved the creation of additional board committees 
and the consolidation of existing ones. In the same year, the Investor Relations Committee was dissolved and the 
Board Nominations and Compensation Committee merged with the Board Corporate Governance Committee. On 
May 17, 2010, the Board approved an amendment to the Company’s Amended Manual on Corporate Governance, 
incorporating the responsibility of the Board Strategy Committee under the functions of the Board of Directors. 
The reorganization aimed to (a) enhance the role of the Board of Directors in governance, (b) better represent and 
protect the interests of all stakeholders of the Company, and (c) ensure compliance with regulatory standards and 
provide appropriate information and updates. 
 
More recently, in its August 2012 Board Meeting, the Board approved the proposed revisions on AboitizPower’s 
Manual of Corporate Governance regarding the removal of the reputation oversight function of the Board 
Corporate Governance Committee and the transfer of this function to the newly reorganized Board Risk and 
Reputation Management Committee. In the same Board Meeting, the Board resolved to amend the Board Audit 
Committee Charter in compliance with SEC Memorandum Circular No. 4, Series of 2012.  
 
In 2013, AboitizPower launched its corporate governance e-learning course which was made available to all newly-
hired employees of the Company. This e-learning course superseded the mandatory corporate governance 
seminar conducted for all employees during previous years and supplements the annual corporate governance 
training required by the SEC on all directors and key officers starting 2014, pursuant to SEC Memorandum Circular 
1, Series of 2014. 
 
The mandate and the composition of each Board committee are described below: 
 

•  The Board Corporate Governance Committee represents the Board in discharging its responsibility 
relating to issues around the Group’s governance principles and guidelines, nomination of persons into 
Boardand Group senior leadership roles, and the various compensation matters. Independent Directors 
comprise majority of the voting members of the Board Corporate Governance Committee. 

 
 Chairman: Jon Ramon Aboitiz; Members: Erramon I. Aboitiz, Jose R. Facundo, Romeo L. Bernardo and 

Alfonso A. Uy; Ex-Officio Members: M. Jasmine S. Oporto and Xavier Jose Aboitiz 
 
• The Board Audit Committee represents the Board in discharging its responsibility related to audit 

mattersfor the Group. Independent Directors comprise majority of the members of the Board Audit 
Committee, including its Chairman. 

 

http://www.aboitizpower.com/templates/ap_corpgov/reports/Annual%20Corporate
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 Chairman: Jose R. Facundo; Members: Romeo L. Bernardo, Alfonso A. Uy, Mikel A. Aboitiz and Jaime Jose 
Y.Aboitiz 

 
• The Board Risk and Reputation Management Committee represents the Board in discharging its 

responsibility relating to risk management and related matters for the Group. 
 
 Chairman: Enrique M. Aboitiz, Jr.; Members: Erramon I. Aboitiz, Jose R. Facundo and Alfonso A. Uy; Ex-

OfficioMembers: Iker M. Aboitiz and Susan V. Valdez 
  



 

114   SEC FORM 17-A (ANNUAL REPORT) 
 

PART V – EXHIBITS AND SCHEDULES 
 

Item 14. Exhibits and Reports on SEC Form 17-C 
 
(a) Exhibits. None 

 
(b) Reports on SEC Form 17-C 
 
Reports filed by AboitizPower on SEC Form 17-C from May 2013 to March 2014 are as follows: 

 

Date Disclosure details 

May 2, 2013 First Quarter 2013 Financial and Operating Results 

May 20, 2013 Result of the Annual Stockholders' Meeting 

May 20, 2013 Result of the Organizational Meeting 

May 31, 2013 Separation of Ms. Maria P. Garcia as Assistant Vice President - Power Economics 

June 03, 2013 Appointment of Ms. Cherry Aquino-Javier as Assistant Vice President - Industry Affairs 

June 27, 2013 
Promotion of Mr. Crisanto R. Laset, Jr. as Vice President - Trading and Appointment of Mr. John Anthony 
Crane as Senior Director - Business Development 

July 17, 2013 SEC Approval of AboitizPower's Amended Articles of Incorporation and By-Laws 

July 29, 2013 
Appointment of Mr. Roger Buendia as First Vice President for Trading and Marketing and Change of 
designations of Messrs. Raymond E. Cunningham, Thomas J. Sliman and William L. Ruccius 

August 1, 2013 Second Quarter 2013 Financial and Operating Results 

August 2, 2013 Appointment of SyCip, Gorres Velayo & Company as External Auditor for the year 2013 

September 2, 2013 
Receipt of Certificate of Compliance from ERC by SNAP-Benguet re four units of the Binga Hydroelectric 
Power Plant 

September 2, 2013 Appointment of Mr. Artemio D. Magnayon as Vice President for Business Development 

September 24, 2013 Signing of PSA between Meralco and TMO for the supply of up to 234 MW of TMO's capacity 

September 27, 2013 
Resignation of Ms. Ma. Cynthia C. Hernandez as Assistant Vice President - AP Gen Finance and Change of 
Designation of Mr. Kenton E. Heuertz as Director for Asset Enhancement 

October 16, 2013 Signing of Omnibus Agreement by TSI with a consortium of lender-banks 

October 29, 2013 Third Quarter 2013 Financial and Operating Results 

November 11, 2013 Awarding of portion of Unified Leyte Geothermal Power Plant to AESI 

November 15, 2013 ERC Provisional Approval of PSA between Meralco and TMO 

December 6, 2013 
Promotion of Mr. Ronald Enrico V. Abad, Ms. Ma. Kristina C.V. Rivera, Mr. Alvin S. Arco and Ms. Cristina 
B. Beloria 

December 6, 2013 Promotion of Ms. Ma. Chona Y. Tiu as First Vice President/Chief Financial Officer - Power Distribution 
Group December 13, 2013 Purchase of 3,766,820 common shares by AEV 

December 13, 2013 Appointment of Mr. James Timko as Senior Director - Business Development 

December 23, 2013 Appointment of Mr. Mark Albert B. Canlas as Assistant Vice President - Business Development  

January 2, 2014 
Appointment of Ms. Liza Luv Montelibano as Vice President/Chief Financial Officer-Power Generation 
Group, Promotion of Mr. Manuel R. Lozano as First Vice President/Chief Financial Officer and Retirment 
of Mr. Nestor Aliman 

January 10, 2014 
Receipot of Order from the Supreme Court to implead TMO and TLI in the cases entitled Bayan Muna 
Representatives Neri Javier Colmenares, et al. vs. Energy Regulatory Commission (ERC), and National 
Association of Electricity Consumers for Reforms, et al. vs. Manila Electric Company, et. al. 

February 10, 2014 AESI's Receipt of Notice of Award for the Appointment of IPPA  

March 3, 2014 Nominees to the Board of Directors 

March 10, 2014 ERC Provisional Approval for Binga ASPA with NGCP 

March 12, 2014 

Matters Approved by the Board: (1) Approval of the 2013 Audited Financial Statements of AboitizPower; 
(2) Proposed amendment to the Articles of Incorporation to adopt revisions to the primary purpose 
clause and adopt additional secondary purpose clauses; and (3) Renewal of the delegated authority to 
the Board of Directors to amend or repeal the Company’s By-laws or adopt new By-laws. 

March 12, 2014 Full Year 2013 Financial and Operating Results 
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DISTRIBUTION RES 

COTABATO LIGHT & POWER 
CO. 99.94% (D) 

 

SUBIC ENERZONE CORP. 
65.00% (D) 
35.00% (I) 

 

SAN FERNANDO ELECTRIC   
LIGHT & POWER CO., INC.  

20.29% (D) 
23.49%(I) 

 

VISAYAN ELECTRIC CO., INC. 
55.25% (D) 

 

ABOITIZ ENERGY SOLUTIONS, 
INC. 100.00% (D) 

ADVENTENERGY, INC. 
100.00% (D) 

PRISM ENERGY, INC. 
60.00% (D) 

THERMA LUZON, INC.  
100.00% (D) 

THERMA MOBILE, INC. 
100.00% (D) 

THERMA MARINE, INC. 
100.00% (D) 

HEDCOR, INC. 
100.00% (D) 

AP RENEWABLES, INC. 

100.00% (D) 

LUZON HYDRO CORP. 
100.00% (D) 

HEDCOR SIBULAN, INC. 
100.00% (D) 

THERMA POWER, INC. 
100.00% (D) 

ABOITIZ RENEWABLES, INC. 
100.00% (D) 

 
 
 

CEBU PRIVATE POWER 
CORP. 60.00% (D) 

GENERATION 

ABOITIZ POWER CORPORATION 

DAVAO LIGHT & POWER CO. 
INC. 99.93% (D) 

MACTAN ENERZONE CORP. 
100.00% (D) 

 

BALAMBAN ENERZONE 
CORP.  100.00% (D) 

 

CEBU ENERGY DEVT. 
CORP. 44.00% (I) 

REDONDO PENINSULA 
ENERGY, INC. 25.00% (D) 

ABOVANT HOLDINGS, 
INC. 60.00% (D) 

EAST ASIA UTILITIES CORP. 
50.00% (D) 

STEAG STATE POWER, INC. 
34.00% (D) 

SOUTHERN PHILIPPINES 
POWER CORP. 20.00% (D) 

WESTERN MINDANAO 
POWER CORP. 20.00% (D) 

THERMA SOUTH, INC. 
100.00% (D) 

HEDCOR TAMUGAN, INC. 
100.00% (D) 

HEDCOR SABANGAN, 
INC. 100.00% (D) 

THERMA POWER VISAYAS, 
INC. (100.00%) 

THERMA SUBIC, INC. 
100.00% (D) 

THERMA SOUTHERN  
MINDANAO, INC. 100.00% (D) 

THERMA VISAYAS, INC. 
100.00% (D) 

 

CLEANERGY, INC. 
100.00% (D) 

HEDCOR BOKOD, INC. 
100.00% (D) 

AS OF MARCH 31, 2014 

THERMA CENTRAL 
VISAYAS, INC. 100.00% (D) 

PAGBILAO ENERGY, INC. 
100.00% (D) 

 

HEDCOR TUDAYA, INC. 
100.00% (D) 

HEDCOR BUKIDNON, INC. 
100.00% (D) 

CORDILLERA HYDRO 
CORP. 100.00% (D) 

HEDCOR BENGUET, INC. 
100.00% (D) 

HEDCOR MABINAY, INC. 
100.00% (D) 

HYDRO ELECTRIC DEV’T. 
CORP. 100.00% (D) 

SN ABOITIZ POWER – MAGAT, 
INC.60.00% (D) 

SN ABOITIZ POWER – RES, INC. 
60.00% (D) 

 

SN ABOITIZ POWER – BENGUET, 
INC. 60.00% (D) 

 

SN ABOITIZ POWER – 
GENERATION, INC. 60.00% (D) 

 

MANILA-OSLO RENEWABLE 
ENTERPRISE, INC.  

83.33% (D) 

NEGRON CUADRADO 
GEOTHERMAL DEV’T, INC. 

100.00% (D) 

Legend: 
D - Direct ownership 
I - Indirect ownership 

OTHERS 

AEV AVIATION, INC.  
26.69% (D) 



















ABOITIZ POWER CORPORATION
PARENT COMPAI\TY BALANCE SHEETS

Dcccmtrcr 3I,
20t3

ASSETS

Currcnt Asscts
Cnsh ond cash cquivalcnl. (|.lotc 4)
Tmdc ond o(hcr rcccivoblcs (Notc 5)
Dcrivutivc ussEt (Notc 20)
Prcoaid ts.xca und other current ossets

Pr 3,803J88,53r,
x0EJ97,342

z-s7J5s
243,e66.987

P8,234,039,802 P7,900,014.865
191,228,631 Z7Z,l4f ,979

l8 r. r2l.79l r ?8.802.52;
Totnl Current Asscts r{Jss.9r0.216 8.606.390.224 8.300.961.371
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10,000,000
5J4ir765

67,810,642

_ I0,000,000
5,401.697

62,G29.0t3

r0,000.000
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Proiect dcvcloomcnt costs fNotes I I ond 18) 121,987.027 10.339.838 I,283. t 89
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LTAATLTnGSAND EQUITY
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r ,6 r 8.89?.948
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7 1 0,1 05,1 7d

Totnl Currcnt Liabllltlcs t 2J70.r12J72 t.774.556,056 945.536.515

EqulO
capiral stock (Notc l4u) ?J58,60J,307 7,358,60'1,307 7,3 j8'604'307

Addirlonnl pnid-in copital l2*q88,89,1J32 12,588,894,332 12,588.894'332

Actunrlnl losses on difinod benefit plnn (l.lorc 16) (236,30rJ98) (176.486.713) (147.20'1,212)

Rernincd cominss (Notc t4b) l6,t7l.3os"5i{ aa.sz-€.!99.999 1l'8??.129.991
@ 6a,297.871ffiTotnl Equltv

Noncurrcnt Llnbilitlc.s
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deferrcd financing cost (NoIe l3)
1I 5.I49.01 I

4.969.5 r2.603 12,746,572,415
t46.655,I C6 107,402.674Pcnsion liubilitvNorc 16) 115.149.011 I46.655,1C6 Lo7,cez,6tq

Totnl Noncurucnt Litrbitlties I15.149.031 5.116.167.7qq 1r,851.975.1 I9

Totril Lhrbititlcs - 12!486.061.403 6.840.723.764 13.799.511.634

TOTAL LIABILITIES
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