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Building 5, Energy Center, Meritt Road, Fort Bonifacio, Taguig City
Telephone Number: +63 2 893 6001

8.6418% 5½-Year Fixed Rate Bonds due June 2015
and
9.3327% 7-Year Fixed Rate Bonds due December 2016
Issue Price: 100% of Face Value
Energy Development (EDC) Corporation (“EDC” or the “Company”) is offering fixed rate bonds (the “Bonds”) in an aggregate
principal amount of PHP10,000,000,000, with an over-subscription option of up to PHP2,000,000,000 (the “Offer”). The Bonds are
comprised of Five and a Half-Year Fixed Rate Bonds (the “5½-Year Bonds”) due on June 4, 2015 and Seven-Year Fixed Rate Bonds
(the “7-Year Bonds”) due on December 4, 2016. If the over-subscription option is fully exercised, the Company will issue the Bonds
in an aggregate principal amount of up to PHP12,000,000,000.
The 5½-Year Bonds shall have a term of five (5) years and six (6) months from the Issue Date, with a fixed interest rate equivalent
to 8.6418% p.a. Interest on the Bonds shall be payable semi-annually in arrears on June 4 and December 4 of each year,
commencing on June 4, 2010 as the first Interest Payment Date, or the subsequent Business Day without adjustment as to the
amount of interest payable if such Interest Payment Date is not a Business Day. The Maturity Date of the 5½-Year Bonds shall be
on June 4, 2015.
The 7-Year Bonds shall have a term of seven (7) years from the Issue Date, with a fixed interest rate equivalent to 9.3327% p.a.
Interest on the Bonds shall be payable semi-annually in arrears on June 4 and December 4 of each year, commencing on June 4,
2010 as the first Interest Payment Date, or the subsequent Business Day without adjustment as to the amount of interest payable if
such Interest Payment Date is not a Business Day. The Maturity Date of the 7-Year Bonds shall be on December 4, 2016.
The 5½-Year Bonds and the 7-Year Bonds will be redeemed at par (or 100% of face value) on their respective Maturity Dates (see
section on Redemption and Purchase under “Description of the Bonds” on page 36).
The Bonds have been rated PRS Aaa by Philippine Rating Services Corporation (“PhilRatings”) as of September 25, 2009. 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 concerned rating agency.
The Bonds shall be offered to the public at face value through the Underwriters named herein. The Bonds shall be issued in
scripless form, with the Philippine Depository & Trust Corporation (“PDTC”), maintaining the Electronic Registry of Bondholders, as
the Registrar of the Bonds. The Bonds shall be listed on the Philippine Dealing & Exchange Corp. (“PDEx”) to facilitate secondary
trading subsequent to Issue Date. The Bonds shall be issued in denominations of PHP20,000 each, as a minimum, and in multiples
of PHP10,000 thereafter, and traded in denominations of PHP10,000 in the secondary market.

THE SECURITIES AND EXCHANGE COMMISSION HAS NOT APPROVED THESE
SECURITIES OR DETERMINED IF THIS PROSPECTUS IS ACCURATE OR
COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE AND SHOULD BE REPORTED IMMEDIATELY TO THE SECURITIES
AND EXCHANGE COMMISSION.
The date of this Prospectus is November 12, 2009.

Issue Manager and Sole Bookrunner
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Joint Lead Underwriters
BDO Capital & Investment Corporation
RCBC Capital Corporation
BPI Capital Corporation
SB Capital Investment Corporation
Co-Lead Underwriter
Land Bank of the Philippines
Participating Underwriters
Multinational Investment Bancorporation
ING Bank N.V., Manila Branch
This Prospectus relates to the offer of PHP10,000,000,000 Fixed Rate Bonds of EDC, consisting of 8.6418% Fixed Rate Bonds due
five (5) years and six (6) months from the Issue Date and 9.3327% Fixed Rate Bonds due seven (7) years from the Issue Date, at
an issue price of 100% of face value (the “Issue Price”) with an over-subscription option of up to PHP2,000,000,000.
Upon issuance, the Bonds shall constitute the direct, unconditional, unsubordinated, and unsecured obligations of EDC and shall at
all times rank pari passu and ratably without any preference or priority amongst themselves and at least pari passu with all other
present and future unsubordinated and unsecured obligations of EDC, other than obligations preferred by law. The Bonds shall
effectively be subordinated in right of payment to, among others, (i) all of EDC’s secured debts (if any) to the extent of the value of
the assets securing such debt; and (ii) all of its debt that is evidenced by a public instrument under Article 2244(14) of the Civil
Code of the Philippines (see section on Ranking under “Description of the Bonds” on page 36).
The Bonds have been rated PRS Aaa by Philippine Rating Services Corporation (“PhilRatings”) as of September 25, 2009. The rating
denotes the smallest degree of investment risk where interest payments are protected by a large, or by an exceptionally stable
margin, and where repayment of principal is secured. 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 concerned rating agency.
EDC expects to raise gross proceeds amounting to PHP10,000,000,000, and up to a maximum of PHP12,000,000,000, if the oversubscription option is fully exercised. Without exercising such over-subscription option, the net proceeds are estimated to be
PHP9,888,961,122, after deducting fees, commissions and expenses relating to the issuance of the Bonds. If the over-subscription
option is fully exercised, the net proceeds of the Offer are expected to be approximately PHP11,870,358,971. Proceeds of the Offer
shall be used to: (i) partially refinance and redenominate an outstanding foreign currency-denominated loan, and (ii) fund general
corporate purposes (see “Use of Proceeds” on page 29). The Joint Lead Underwriters shall receive a fee of 0.40% on the final
aggregate nominal principal amount of the Bonds issued. Such fee is inclusive of fees to be ceded to Co-Lead Underwriters and
Participating Underwriters.
The Bonds shall be offered to the public at face value through the Underwriters named herein. The Bonds shall be issued in
scripless form, with the Philippine Depository & Trust Corp. (“PDTC”), maintaining the Electronic Registry of Bondholders, as the
Registrar of the Bonds. Subsequent to Issue Date, the Bonds shall be listed in PDEx to facilitate secondary trading. The Bonds shall
be issued in denominations of PHP20,000 each, as a minimum, and in multiples of PHP10,000 thereafter, and traded in
denominations of PHP10,000 in the secondary market.
To the best of its knowledge and belief, EDC (which has taken all reasonable care to ensure that such is the case) confirms that this
Prospectus contains all material information relating to the Company, its subsidiaries and affiliates, which is, in the context of the
issue and offering of the Bonds, material (including all information required by applicable laws of the Republic of the Philippines),
are true, accurate, and correct in every respect. There is no material misstatement or omission of fact, which would make any
statement in this Prospectus misleading in any material respect. EDC confirms that it has made all reasonable inquiries in respect of
the information, data and analysis provided to it by its advisors and consultants for inclusion into this Prospectus. EDC, however,
has not independently verified any publicly available information, data, or analyses, including without limitation, information sourced
from the DOE. Neither the delivery of this Prospectus nor any sale made pursuant to the Offering shall, under any circumstance,
create any implication that the information contained or referred to in this Prospectus is accurate as of any time subsequent to the
date hereof. The Issue Manager and Sole Bookrunner as well as the Underwriters assume no liability for any information contained
in this Prospectus and do not make any representation or warranty, express or implied, as to the accuracy or completeness of the
information contained in this Prospectus. Unless otherwise indicated, all information in this Prospectus is as of the date of this
Prospectus.
No dealer, salesman or other person has been authorized by EDC and the Underwriters to give any information or to make any
representation concerning the Bonds other than those contained herein, and, if given or made, any such other information or
representation should not be relied upon as having been authorized by EDC or the Underwriters.
This 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 EDC or its management “believes”, “expects”, “anticipates”, “intends”, “plans”,
“projects”, “foresees”, and other words or phrases of similar import. Similarly, statements that describe EDC’s objectives, plans, and
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goals are also forward-looking statements. All forward-looking statements are subject to certain risks and uncertainties that could
cause actual results to differ materially from those contemplated in the relevant forward-looking statements. Nothing in this
Prospectus is, or should be relied upon as a promise or representation as to the future. The forward-looking statements included
herein are made only as of the date of this Prospectus, and EDC undertakes no obligation to update such forward-looking
statements publicly to reflect subsequent events or circumstances.
The price of securities can and does fluctuate, and any individual security may experience upward or downward movements, and
may even become valueless. There is an inherent risk that losses may be incurred than profit made as a result of buying and selling
securities. An investment in Bonds, described in this Prospectus, involves a certain degree of risk. A prospective purchaser of the
Bonds should carefully consider several risk factors inherent to the Company (see “Risk Factors” on page 20), such as risks
pertinent to the industry and operational risks relevant to the Philippines vis-à-vis risks inherent to the Bonds, in addition to the
other information contained in this Prospectus, in deciding whether to invest in the Bonds.
In making an investment decision, investors must rely on their own examination of EDC and the terms of the Offer, including the
material risks involved. The Offer is being made on the basis of this Prospectus only.
The Company’s Board of Directors is authorized to declare dividends as long as the Company has unrestricted retained earnings.
Moreover, in the case of stock dividends, stockholders representing at least two-thirds of the Company’s outstanding capital stock
must approve the stock dividend declaration.
Subject to the preferential dividend rights of the holders of preferred shares, holders of common shares are entitled to receive
annual cash dividends of at least thirty percent (30%) of the prior year’s recurring net income based on the recommendation of the
Board of Directors. Such recommendation will take into consideration factors such as current and prospective debt service
requirements and loan covenants, the implementation of business plans, operating expenses, budgets, funding for new investments
and acquisitions, appropriate reserves and working capital, among others.
Holders of the preferred shares shall be entitled to receive out of the unrestricted retained earnings when an as declared by the
Board of Directors, cumulative dividends at the rate of eight percent (8%) of the par value of preferred shares, before any
dividends shall be set apart and paid to holders of the common shares. Holders of the preferred shares shall not be entitled to
participate with holders of the common shares in any further dividends payable by the Company.
The contents of this Prospectus are not to be considered legal, business, or tax advice. Each prospective purchaser of the Bonds
receiving a copy of this Prospectus acknowledges that he has not relied on the Underwriters in his investigation on the accuracy of
any information found in the Prospectus or in his investment decision. Prospective purchasers 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 (see discussion on factors to be considered in respect of an
investment in the Bonds under “Risk Factors” on page 20).
EDC is organized under the laws of the Philippines. Its principal office address is at Building 5, Energy Center, Merritt Road, Fort
Bonifacio, 1201 Taguig City, with telephone number +63 2 893 6001.
ALL REGISTRATION REQUIREMENTS HAVE BEEN MET AND ALL INFORMATION CONTAINED HEREIN IS TRUE AND CORRECT.
E N E R G Y D E V E L O P M E N T (EDC ) C O R P O R A T I O N

By:

PAUL A. AQUINO
Vice-Chairman & Chief Executive Officer
REPUBLIC OF THE PHILIPPINES

)

……………………………………) S.S.

SUBSCRIBED AND SWORN TO BEFORE ME THIS _____ DAY OF _____________________ 2009, AFFIANT EXHIBITING TO
ME HIS PASSPORT NO. XX2925531 ISSUED ON FEBRUARY 3, 2009, IN MANILA, PHILIPPINES, AS COMPETENT EVIDENCE OF HIS
IDENTITY.
Doc. No. ____;
Page No. ____;
Book No. ____;
Series of 2009.
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DEFINITION OF TERMS
As used in this Prospectus, unless the context otherwise requires, the following terms shall have the meanings set out below.
5½-Year Bonds

Fixed Rate Bonds having a term of five (5) years and six (6) months from the Issue Date

7-Year Bonds

Fixed Rate Bonds having a term of seven (7) years from the Issue Date

Affiliate

In relation to the Company or any other company which, directly or indirectly, through one or more
intermediaries, is controlled by the Company or is under common control by the Company with
another person; excluding subsidiaries. For purposes of this definition, "control" shall mean the
power to direct or cause the direction of the management policies of this company by contract,
agency or otherwise.

Banking Day or
Business Day

Any day other than Saturday, Sunday, and public holiday, on which commercial banks in Metro
Manila are generally open for business transactions

BacMan

Bacon-Manito

BacMan Geothermal
Production Field

EDC-operated Bacon-Manito geothermal complex in Sorsogon and Albay in Luzon

Bbl

Barrel

BCDA

Bases Conversion and Development Authority

BDO Capital

BDO Capital & Investment Corporation

BFOE

Barrels of Fuel Oil Equivalent

BIR

Bureau of Internal Revenue

Board

The Board of Directors of the Company

BOI

Board of Investments

Bond Agreements

Refers to this Prospectus, the Trust Indenture, the Issue Management and Underwriting
Agreement, the Registrar and Paying Agency Agreement, the Application to Purchase, and the
Bonds

Bonded Indebtedness

Negotiable corporate bonds which are secured by mortgage on corporate property

Bondholder

A person whose name appears, at any time, as a holder of the Bonds in the Registry of
Bondholders

Bonds

The Fixed Rate 5½-Year and 7-Year Bonds to be issued by EDC in the aggregate principal amount
of PHP10,000,000,000, with an over-subscription option of up to PHP2,000,000,000

BOT

Build-Operate-Transfer

BOT Contract

Agreement between EDC and a third party contractor for the latter to finance, build, operate,
maintain and subsequently transfer the geothermal plants that convert steam to electricity to the
Company

BOT Contractors

Contractors, who, pursuant to the BOT Contracts, build, operate and eventually transfer the BOT
plants that convert steam to electricity

BPI Capital

BPI Capital Corporation

By-Laws

The Company's by-laws, as amended

CO2

Carbon Dioxide

Co-Lead Underwriter

Land Bank of the Philippines
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Common shares

The Company's shares of common stock, each with a par value of PHP1.00 per share

Company

Energy Development (EDC) Corporation

Contestable Market

Per Section 4 of Rule 12 on Retail Competition and Open Access under the EPIRA IRR, refers to
electricity end-users with monthly average peak demand of at least 1MW for the preceding 12
months to the initial implementation of Open Access, which shall be reduced to 750 KW two years
thereafter

Control

The possession, directly or indirectly, by a Person of power to direct or cause the direction of
management and policies of another Person, whether through ownership of voting securities or
otherwise; provided, that the Person’s direct ownership of voting securities of over fifty per cent
(50.00%) of the voting capital stock, registered capital, or other equity interest 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
amended

Current Ratio

Total current assets divided by total current liabilities of the Company

Debt-Equity Ratio

Total interest-bearing debts divided by the sum of the aggregate of interest-bearing debts and total
equity

Debt

With respect to any Person, without duplication, all obligations of such Person then outstanding for
the payment or repayment of money, with respect to the following:
a)

All indebtedness of such Person for or in connection with borrowed money or for the
deferred purchase price of property or services or for leases and similar arrangements
(including, but not limited to, reimbursement obligations under or in respect of any letter
of credit or bank acceptance and the obligation to repay deposits with or advances to such
Person);

b)

All obligations secured by any Lien on any property of such Person, whether or not such
obligations have been assumed by such Person;

c)

All direct or indirect Guarantees of such Person in respect of, and all obligations
(contingent or otherwise) of such Person to purchase or otherwise acquire, or otherwise to
assure a creditor against loss in respect of, all indebtedness of another Person of the
nature referred in (a) and (b) above; and

d)

Redeemable preferred shares of the Company, if any, except preferred shares redeemable
at the sole option of the Company

Dispatch

Instructions issued by or on behalf of the offtaker, or in the event of operation of the WESM, the
WESM market operator, in accordance with a relevant agreement with the seller or the WESM
system operator, to schedule and control the generation of electricity by the plant in order to
increase or decrease the electric energy delivered to the grid

DOE

Department of Energy

DOF

Department of Finance

Dry steam

Geothermal reservoir, which is 80% steam and water mixture with a smaller amount of hot liquid
that is widely dispersed and immobile in the reservoir

DU

Distribution Utility

EBITDA

Earnings Before Interest, Taxes, Depreciation, and Amortization

Electronic Registry of
Bondholders

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

EPIRA

Republic Act No. 9136, also known as the "Electric Power Industry Reform Act of 2001", as
amended from time to time, and including the rules and regulations issued thereunder
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ERB

Energy Regulatory Board, the predecessor of ERC

ERC

Energy Regulatory Commission. An independent, quasi-judicial regulatory body created under the
EPIRA and is responsible for promoting competition, encouraging market development, ensuring
customer choice, and penalizing abuse of market power in the restructured electricity industry

ESA

Electricity Sales Agreement between EDC and the relevant purchaser

Events of Default

Those events defined as such under the Trust Indenture

FCRS

Fluid Collection and Recycling System

FG Hydro

First Gen Hydro Power Corporation

First Gen

First Gen Corporation

Financial
Indebtedness

For or in respect of:

FLGEC

First Luzon Geothermal Energy Corporation, a wholly-owned subsidiary of EDC

FPHC

First Philippine Holdings Corporation

Generation of
electricity

The production of electricity by a generation company or a cogeneration facility pursuant to the
provisions of the EPIRA

GeothermEx

GeothermEx, Inc., a World Bank-accredited, third party independent geothermal energy consultant
based in the United States

GOCC

Government-owned and/or controlled corporation, where the Government’s ownership thereof is,
directly or indirectly, at least 51%

GOP or Government

The Government of the Republic of the Philippines

Governmental
Authority

The Republic of the Philippines or any branch, department, agency or office thereof, or any Person
exercising or entitled to exercise executive, legislative, judicial, regulatory or administrative
functions of or pertaining to the GOP or any political subdivision thereof

Green Core

Green Core Geothermal Inc., a wholly-owned subsidiary of FLGEC

Greenfield

Power generation projects that are developed from inception on previously undeveloped sites

Grid

The Philippines' high voltage backbone system of interconnected transmission lines, substations and
related facilities

Grid Code

The set of rules and regulations promulgated pursuant to the EPIRA governing the safe and reliable
operation, maintenance and development of the Grid

GRSC

Geothermal Resources Sales Contract between EDC and PSALM

GRESC

Geothermal Renewable Energy Service Contract between EDC and Government

GSC

Geothermal Service Contract between EDC and the GOP

Guarantee

Any obligation, contingent or otherwise, of such Person directly or indirectly guaranteeing any Debt
or other obligation of any other Person, and without limiting the generality of the foregoing, any
obligation, direct or indirect, contingent or otherwise, of such Person:

(a) Borrowed money;
(b) Any debenture, bond, note or any similar instrument; and/or
(c) Any amount due for the redemption of redeemable preferred shares while the Bonds
remain outstanding, except preferred shares redeemable at the sole option of the
Company.

a) To purchase or pay (or advance or supply funds for the purchase or payment of) such Debt
or other obligation (whether arising by virtue of partnership arrangements, by agreement to
keep-well, to purchase assets, goods, securities or services, to take-or-pay, or to maintain
financial statement conditions or otherwise); or
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b) Entered into for the purpose of assuring in any other manner the creditor of such Debt or
other obligation of the payment thereof or to protect such creditor against loss in respect
thereof (in whole or in part);
provided, that the term “Guarantee” shall not include endorsements for collection or deposit in the
ordinary course of business. The term “Guarantee” used as a verb has a corresponding meaning.
GW

Gigawatt, or one billion watts, or one million kilowatts, or one thousand megawatts

GWh

Gigawatt-hour, or one million kilowatt-hours, or one thousand megawatt-hours. GWh is typically
used as a measure for the annual energy production of large power plants.

IBRD

International Bank for Reconstruction and Development; one of the five institutions that make up
the World Bank group

IFRIC 12

Philippine interpretation of the International Financial Reporting Interpretations Committee,
Interpretation No. 12, outlining the approach to account for contractual arrangements arising from
entities providing public services

IFRS

International Financial Reporting Standards

Interest Payment Date

June 4, and December 4 of each year, with June 4, 2010 as the first Interest Payment Date. If the
Interest Payment Date is not a Business Day, interest will be paid on the next succeeding Business
Day without adjustment as to the amount of interest payable if such Interest Payment Date is not a
Business Day.

IPP

Independent power producer

IPP Administrator

As defined in the EPIRA, qualified independent entities appointed by PSALM who shall administer,
conserve and manage the contracted energy output of NPC IPP contracts

Issue Manager and
Sole Bookrunner

BDO Capital & Investment Corporation

Joint Lead
Underwriters

BDO Capital, RCBC Capital, BPI Capital, and SB Capital

KW

Kilowatt, or one thousand watts, or 0.001 megawatts, or 0.000001 gigawatts

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. One kilowatt-hour is 0.001 megawatt-hours, or 0.000001 gigawatt-hours.

Leyte Geothermal
Production Field

EDC-operated geothermal complex in Leyte

Lien

With respect to any property or asset, any mortgage, lien, pledge, charge, security interest,
encumbrance or other preferential contractual arrangement of any kind having the effect under
applicable law of creating a security over such property or asset, and the right of a vendor, lessor
or similar party under any conditional sales agreement, capital lease or other title retention
agreement relating to such property or asset, and any other contractual arrangement with any
creditor to have its claims satisfied out of any assets, or the proceeds therefrom, prior to any
general creditor of the owner thereof

Lopez Group

Companies, in which Lopez, Inc. has a beneficial interest and in which any member of the Lopez
Family holds an equity interest, directly or indirectly, and exercises management control

Majority Bondholders

Holders of more than fifty percent (50%) of the outstanding principal amount of the Bonds

Material Adverse
Effect

Material adverse effect on the business or financial condition or operations of the Company taken
as a whole, and on the ability of the Company to perform or comply with any of its obligations, or
to exercise any of its rights, under the Trust Indenture or the Bonds

Maturity Date

The date on which the Company shall redeem the bonds, by paying the principal amount thereof.
Unless previously redeemed or cancelled, the Maturity Date will be June 4, 2015 for the 5½-Year
Bonds, and December 4, 2016 for the 7-Year Bonds. The Maturity Date of the Bonds, for purposes
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of the Company effecting repayment of the principal amount thereof, shall be in accordance with
Business Day convention. Thus, if a Maturity Date is not a Business Day, the principal repayment,
without adjustment as to the amount of interest to be paid, shall be made by the Company on the
succeeding Business Day.
MCM

Million cubic meters

MEOT

Minimum Energy Offtake

MMBFOE

Million barrels of fuel oil equivalent

MW

Megawatt, or one million watts, or one thousand kilowatts, or 0.001 gigawatts. The installed
capacity of power plants is generally expressed in terms of MW.

MWe

Megawatts of electrical output

MWh

Megawatt-hour, or one thousand kilowatt-hours, or 0.001 gigawatt-hours

NEA

National Electrification Administration

NEDA

National Economic Development Authority

NGCP

National Grid Corporation of the Philippines

NGO

Non-Governmental Organization

NOLCO

Net Operating Loss Carry Over

NPC or NAPOCOR

National Power Corporation

O&M

Operation and Maintenance

Open Access

As defined in the implementing rules of the EPIRA, the system of allowing any qualified person the
use of electric power transmission, and/or distribution systems, and associated facilities subject to
the payment of transmission and/or distribution retail wheeling rates duly approved by the ERC

Participating
Underwriters

Multinational Investment Bancorporation and ING Bank N.V., Manila Branch

PAS

Philippine Accounting Standards

Paying Agent

Refers to PDTC, the party that will receive the funds from the Company for the payment of
principal, interest, and other amounts due on the Bonds and remit the same to the Bondholders,
based on the records shown in the Registry of Bondholders

PDEx

Philippine Dealing & Exchange Corp.

PDTC

Philippine Depository & Trust Corp.

PEMC

Philippine Electricity Market Corporation, the market operator that governs the WESM

Person

Individuals, juridical persons such as corporation, partnership, joint venture unincorporated
association, trust or other juridical entities, or any governmental authority

Pesos or PHP

Philippine pesos

PFRS

Philippine Financial Reporting Standards

PGI

Philippine Geothermal Incorporated, currently Chevron Philippines Geothermal Holdings

Plant capacity factor

The ratio of the gross kilowatt-hours generated by the plant in a given period to the rated capacity
times the number of hours in the period

PNOC

Philippine National Oil Company, a GOCC created under Presidential Decree No. 334

PNOC EDC

PNOC Energy Development Corporation, the former corporate name of EDC
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PPA

Power Purchase Agreement between EDC and the relevant purchaser

Prime Terracotta

Prime Terracotta Holdings Corporation

PSALM

Power Sector Assets and Liabilities Management Corporation

PSE

The Philippine Stock Exchange, Inc.

PSRE

Philippine Standards on Review Engagements

RA

Republic Act

RCBC Capital

RCBC Capital Corporation

RE

Renewable energy, referring to energy generated from energy resources that do not have an upper
limit on the total quantity to be used, which include, among others, biomass, solar, wind,
geothermal, ocean energy, and hydropower conforming with internationally accepted norms and
standards on dams, and other emerging renewable energy technologies

RE Law

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

RE Service Contract

The service agreement between the government and the RE developer

Receiving Agent

Banco de Oro – Trust and Investments Group

Record Date

As defined in the Registry and Paying Agency Agreement, and as used with respect to any Payment
Date, means three (3) Banking Days prior to the relevant Payment Date, which shall be the cut-off
date in determining the Bondholders entitled to receive interest, principal or any other amount due
under the Bonds

Red Vulcan

Red Vulcan Holdings Corporation

Registrar

Refers to PDTC as the registrar appointed by the Company to maintain the Registry of Bondholders,
pursuant to the Registry and Paying Agency Agreement

Reliability

A measure of the ability of the electric system to supply the aggregate electrical demand and
energy requirements of the customers at all times, taking into account scheduled and unscheduled
outages of system facilities

Retail Competition

As defined in the implementing rules of the EPIRA, the provision of electricity to a Contestable
Market by persons authorized by the ERC to engage in the business of supply to electricity endusers through Open Access

SB Capital

SB Capital Investment Corporation

SEC

Securities and Exchange Commission

SRC

Republic Act No. 8799, otherwise known as “The Securities Regulation Code of the Philippines”,
including its Implementing Rules and Regulations as amended from time to time

SSA

Steam Sales Agreement between EDC and NPC

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 (the predecessor-in-interest of ERC) from December 31, 2000
onwards.

Subsidiary

With respect to any Person, any entity of which fifty percent (50%) or more of whose securities, or
other ownership interest having voting power to elect the board of directors or other person or
body performing similar functions, are directly or indirectly owned by such Person

Subtransmission
assets

As defined in the implementing rules of the EPIRA, the facilities related to power delivery service
below specified transmission voltages and based on the functional assignment of assets including,
but not limited to, step-down transformers used solely by load customers, associated
switchyard/substation, control and protective equipment, reactive compensation equipment to
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improve customer power factor, overhead lines, and the land of which such facilities/ equipment
are located. These include NPC assets linking the transmission system and the distribution system
which are neither classified as generation nor transmission assets.
TransCo

National Transmission Corporation

Trust Indenture

Trust Indenture in relation to the Bonds, dated November 13, 2009, entered into between the
Company and the Trustee

Trustee

Rizal Commercial Banking Corporation – Trust and Investments Division, the entity appointed by
the Company, which shall act as the legal title holder of the Bonds, monitor the compliance and
observance of all covenants of, and performance by the Company of its obligations under the
Bonds, and enforce all possible remedies pursuant to such mandate

Underwriters

Joint Lead Underwriters, together with the Co-Lead Underwriter and Participating Underwriters

Universal Charge

The non-bypassable charge which shall be passed on to and collected from all electricity end-users
on a monthly basis by the power DUs for the recovery of Stranded Costs, equalization of the taxes
and royalties applied to indigenous or renewable sources of energy vis-a-vis imported energy fuels,
to account for all forms of cross-subsidies, and other purposes pursuant to Section 34 of the EPIRA

VAT

Value-Added Tax

WESM

Wholesale Electricity Spot Market

WESM Rules

The rules promulgated pursuant to the EPIRA that govern the administration and operation of the
WESM

Wet steam

Geothermal reservoir that generally consists of a mixture of steam and water (at approximately
30% by volume) that overlies a deep level of hot liquid in the reservoir

Wheeling Charges

The cost or charge for use of a distribution system and/or the availment of related services
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SUMMARY
The following summary is qualified in its entirety by the more detailed information, including the Company’s financial statements
and the notes relating thereto, appearing elsewhere in this Prospectus. Prospective purchasers of the Bonds must read the entire
Prospectus carefully, including the section on “Risk Factors”. Capitalized terms not defined in this summary are defined in the
section “Definition of Terms”.

THE COMPANY

Energy Development (EDC) Corporation is primarily engaged in the business of exploring, developing, and operating geothermal
energy projects in the Philippines. The Company is the largest producer of geothermal energy in the Philippines, and is largely
responsible for the Philippines being the second largest geothermal energy producer 1 in the world. The Company’s geothermal
power projects are composed of two principal activities: (i) the production of geothermal steam for sale, pursuant to SSAs, with NPC,
and (ii) the generation and sale of electricity through geothermal power plants, pursuant to PPAs and an ESA, to NPC and a
privately-owned DU, respectively. The Company has a third geothermal business segment, the provision of third party geothermal
drilling and consultancy services. EDC currently provides drilling equipment and rig personnel to the Lihir Gold Limited in Papua New
Guinea, until December 2009, the contract’s expiry, with option to extend for another 12 months. As far as geothermal energy is
concerned, EDC’s expertise spans the entire geothermal value chain, from geothermal energy exploration and development,
reservoir engineering and management, drilling, engineering design and construction, environmental management to energy
research and development.
The Company is the holder of seven GSCs corresponding to seven contract areas where the Company has obtained exclusive rights
to explore, develop, and utilize geothermal resources. Five GSCs have been replaced by GRESCs on October 23, 2009. The
Company conducts commercial operations in five of the seven contract areas, operates nine geothermal steamfield projects that
supply steam to twelve geothermal power plants. Of these twelve geothermal power plants, seven plants are owned by the
Company and five plants are originally owned by NPC.
On September 2, 2009, the Company, through Green Core, submitted the highest complying bid for PSALM’s auction of the 192.5
MW Palinpinon and 112.5 MW Tongonan Geothermal power plants. Green Core tendered in a bid of USD220 million. Green Core has
power supply contracts with DUs, electric cooperatives and industrial customers.
Following the full turnover of the Palinpinon and Tongonan power plants to Green Core on October 23, 2009, the Company now
operates a total of 10 geothermal power plants, with an aggregate capacity of 1,048.8 MW.
As of September 30, 2009, the five contract areas that the Company conducts its commercial operations are:
• Leyte Geothermal Production Field. The Company operates three geothermal steamfield projects, which deliver steam to one
NPC-owned geothermal power plant and four Company-owned geothermal power plants;
• Southern Negros Geothermal Production Field. The Company operates two geothermal steamfield projects which deliver steam
to two NPC-owned geothermal power plants;
• BacMan Geothermal Production Field. The Company operates two geothermal steamfield projects, which deliver steam to two
NPC-owned geothermal power plants;
• Mindanao Geothermal Production Field. The Company operates one geothermal steamfield project, which delivers steam to
two Company-owned geothermal power plants; and
• Northern Negros Geothermal Production Field. The Company operates one geothermal steamfield project, which delivers steam
to one Company-owned geothermal power plant.
The Company believes that it has become one of the world’s leading geothermal power producers through its expertise in
geothermal exploration and development, reservoir engineering and management, drilling, engineering design and construction,
environmental management, and energy research and development. As of September 30, 2009, the Company provides steam to
power plants with a total installed capacity of 1,198.8 MW. Based on data compiled by the DOE as of the same period, these
1,198.8 MW account for 61.2% of the Philippines’ installed geothermal capacity, and approximately 7.5% of the country’s overall
installed capacity. Based on DOE data, geothermal energy accounts for 18%, approximately 10,723 GWh, of the total power
generation mix in the Philippines in 2008. Of this, the Company contributes more than 66.1%, or 7,086.9 GWh.
With its acquisition of a 60% equity stake in FG Hydro on October 20 and November 17, 2008, EDC became involved in the
operation of hydro power plants. FG Hydro owns and operates the 100 MW Pantabangan Hydroelectric power plant and the 12 MW

1

Proceedings World Geothermal Congress 2005 & 2007 GRC Bulletin
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Masiway Hydroelectric power plants located in Pantabangan, Nueva Ecija. Pantabangan commenced operations in 1977 and consists
of two 50 MW generating units, while Masiway commenced operations in 1981 and consists of one generating unit. With this
development, the Company has now evolved into becoming the country’s premier pure renewable energy player, possessing
interests in geothermal energy, hydro power, and wind power.
The Company, formerly the PNOC Energy Development Corporation, was incorporated on March 5, 1976 as a wholly-owned and
controlled subsidiary of PNOC, a GOCC. In December 2006, EDC became a publicly-listed corporation after its shares were listed on
the PSE via an initial public offering. In July 2007, additional common shares were listed via a secondary offering. PNOC sold its
remaining shares in EDC to Red Vulcan, a wholly-owned subsidiary of Prime Terracotta, via an auction closed on November 29,
2007, marking the Company’s full privatization. Red Vulcan owns 60% voting interest in EDC. First Gen currently owns 45% of the
voting interest in Prime Terracotta, and thereby has an effective voting interest in the Company of 27% and an effective economic
interest of 40%.
First Gen is one of the largest Filipino-owned and Filipino-controlled IPP in the Philippines by installed capacity, based on data
compiled by DOE. FPHC is the controlling shareholder of First Gen and a member of the Lopez Group, a diversified Philippine
conglomerate with interests in power generation, power distribution, and manufacturing. It also has investments in support
industries, such as oil pipeline services, construction and engineering services, as well as property development. As of September
30, 2009, FPHC, First Gen, and EDC have market capitalizations of PHP22,467.2 million, PHP19,440.0 million, and PHP70,062.9
million, respectively.
As of September 30, 2009, the Company had consolidated assets of PHP73,158.8 million and consolidated equity of PHP28,356.7
million. In the third quarter of 2009, the Company had year-to-date consolidated revenues of PHP15,986.7 million and consolidated
net income of PHP1,388.9 million.
The Company’s Board of Directors is authorized to declare dividends as long as the Company has unrestricted retained earnings.
Moreover, in the case of stock dividends, stockholders representing at least two-thirds of the Company’s outstanding capital stock
must approve the stock dividend declaration.
Subject to the preferential dividend rights of the holders of preferred shares, holders of common shares are entitled to receive
annual cash dividends of at least thirty percent (30%) of the prior year’s recurring net income based on the recommendation of the
Board of Directors. Such recommendation will take into consideration factors such as current and prospective debt service
requirements and loan covenants, the implementation of business plans, operating expenses, budgets, funding for new investments
and acquisitions, appropriate reserves and working capital, among others.
Holders of the preferred shares shall be entitled to receive out of the unrestricted retained earnings when an as declared by the
Board of Directors, cumulative dividends at the rate of eight percent (8%) of the par value of preferred shares, before any
dividends shall be set apart and paid to holders of the common shares. Holders of the preferred shares shall not be entitled to
participate with holders of the common shares in any further dividends payable by the Company.

COMPETITIVE STRENGTHS

The Company believes that its success and future prospects are bolstered by a combination of its strengths, including the following:
• the Company is the leading geothermal power company in the Philippines, with significant reserves and expertise spanning the
entire geothermal value chain;
• the Company has a strong track record and proven technical expertise;
• the Company has an experienced management and technical teams;
• the Company is a producer of clean, renewable and competitively-priced energy; and
• the Company possesses stable and predictable long-term contracted cash flows.

BUSINESS STRATEGY

The Company plans to enhance its leading market position in the Philippine geothermal energy business by leveraging on its strong
technical expertise in geothermal energy exploration, development, and production and by pursuing opportunities internationally.
The Company’s vision is to become one of the leading renewable energy developers and providers. It plans to realize its vision by
implementing the following strategies:
• maintain a market-leading position and cost-competitive structure in its core businesses;
• increase production of geothermal renewable energy by tapping into its strong technical expertise in renewable energy
exploration, development, and production to develop new business opportunities;
• expand its operations into the development of other sustainable energy resources in the Philippines;
• pursue business opportunities internationally by participating in geothermal energy exploration, development and production
projects sponsored by the government of Indonesia; and
• continue building strong relationships with its stakeholders and other industry participants.
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RISKS OF INVESTING

There are a number of risks and uncertainties that could affect the Company’s business and results of operations. These include,
but may not be limited to:
• Substantially all of the Company’s revenues are attributed to payments from a single offtaker, NPC, who may be unable to
meet its payment obligations to the Company;
• The Company’s financial performance depends on the successful operation of its geothermal steamfields and power plants,
which are subject to various operational risks;
• The Company’s exploration, development and production of geothermal energy resources are subject to geological risks and
uncertainties;
• Continued compliance with, and any changes in, safety, health and environmental laws and regulations may adversely affect
the Company’s operating costs;
• The Company may be adversely affected by changes in the legal and regulatory environment affecting its projects;
• The Company’s ability to increase revenue from NPC and other power offtakers requires that existing transmission
infrastructure be free of bottlenecks and be of sufficient capacity to readily transmit the generating capacity of the Company’s
existing and future geothermal power projects;
• The Company may face labor disruptions that may interfere with its operations;
• The Company is exposed to the risk of foreign currency fluctuations;
• Adverse results of any pending and future litigation and disputes may impact the company’s future cash flows, earnings,
results of operations and financial condition;
• The Company may be liable for further real property and franchise taxes;
• The Company may be unable to refinance its outstanding debt and any future financing the Company receives may be less
favorable than current financing arrangements;
• The Company’s acquisition of existing power plants is subject to risks and uncertainties;
• The Company cannot predict the amounts it will have to pay for expropriated land;
• SSAs will be replaced with GRSCs that do not include take-or-pay provisions and that include price adjustment mechanisms
that may be less favorable to the Company;
• EDC may be unable to fully realize the economic benefits relating to its rights to certain geothermal resources at its Northern
Negros Geothermal power plant (“Northern Negros”);
• Substantially all of the Company’s operations and assets are based in the Philippines; a slowdown in economic growth in the
Philippines could adversely affect its businesses;
• Any Political Instability in the Philippines may Adversely Affect the Company;
• An increase in the number of terrorist attacks, or the occurrence of a large-scale terrorist attack, in the Philippines could
negatively affect the Philippine economy and, therefore, the Company’s financial condition and its business;
• The Bonds will effectively be subordinated to other debts of the Company;
• Secondary trading on the Bonds may be subject to various market factors;
• The Company may be unable to redeem the Bonds; and
• The bonds do not have the benefit of any security.
Please refer to the section of this Prospectus titled “Risk Factors” on page 20, which, while not intended to be an exhaustive
enumeration of all risks, must be considered in connection with the purchase of the Bonds. EDC has enumerated these risk factors
in what it believes to be the order of importance to EDC’s business and operations at this time.
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SUMMARY FINANCIAL INFORMATION
The following presents a summary of consolidated financial information for the Company and should be read in conjunction with the
Auditors’ Report, the Consolidated Financial Statements and notes thereto, and the section “Management Discussion and Analysis of
Financial Condition and Results of Operations”. The summary financial information presented below for three years ended
December 31, 2008, 2007, and 2006 were derived from the Company’s audited consolidated financial statements. Summary
financial information for the first nine months of 2009 and 2008 are derived from the Company’s unaudited interim condensed
consolidated financial statements, reviewed by SGV & Co in accordance with PSRE 2410. The financial statements are prepared in
accordance with the PFRS.
Statements of Income
(In Million Pesos)

Revenues
Income from operations
Income before income tax
Net income
Net income attributable to equity holders of the
parent
Statements of Financial Position
(In Million Pesos)
Total Current Assets
Concession receivable - net of current portion
Property, plant and equipment
Goodwill and intangible assets
Deferred tax assets - net
Exploration and evaluation assets
Derivative assets
Other noncurrent assets
Total Noncurrent Assets
Total Assets
Total Current Liabilities
Long-term debt - net of current portion
Royalty fee payable - net of current portion
Obligations to a power plant contractor net of current portion
Deferred tax liabilities
Retirement and other post-retirement benefits
Other long-term liabilities
Total Noncurrent Liabilities
Total Liabilities
Equity attributable to equity holders of the parent
Minority interest
Total Equity
Total Liabilities and Equity

Unaudited
For the nine months
ended September 30
2009
2008
15,986.7
15,086.0
6,519.7
8,489.8
4,744.8
3,791.9
1,388.9
2,653.2
1,272.8

2,594.3

Unaudited
September 30
2009
2008
20,887.7
16,624.6
31,077.2
33,159.4
6,064.0
4,904.4
12,121.1
11,772.4
1,121.4
2,989.7
1,028.8
942.2
25.4
30.3
833.2
1,591.4
52,271.1
55,389.8
73,158.8
72,014.4

Audited
For the years ended
December 31
2008
2007
20,526.9
19,000.6
11,183.5
10,039.1
2,652.8
12,936.5
1,345.3
8,768.3

2006
25,721.7
10,216.5
10,089.0
6,863.3

1,308.0

8,692.2

6,863.3

2008
13,724.2
32,647.3
5,280.1
11,882.9
3,410.4
999.8
34.9
1,366.0
55,621.4
69,345.6

Audited
December 31
2007
15,176.9
34,695.4
4,712.2
11,328.7
3,052.8
1,171.9
1,851.8
56,812.8
71,989.7

2006
20,198.2
36,895.4
2,469.2
8,794.3
4,920.0
1,614.9
2,500.5
57,194.3
77,392.5

20,049.1
22,736.2
607.9

17,243.6
21,724.9
-

15,702.8
23,557.0
-

11,453.9
23,347.9
1,277.7

13,750.2
33,308.6
1,419.7

11.9
1,129.0
268.0
24,753.0
44,802.1
26,756.5
1,600.2
28,356.7
73,158.8

13.4
996.7
310.4
23,045.4
40,289.0
28,571.6
3,153.8
31,725.4
72,014.4

11.3
1,026.4
312.8
24,907.5
40,610.3
27,251.2
1,484.1
28,735.3
69,345.6

39.3
919.8
322.4
26,003.4
37,457.3
31,187.5
3,344.9
34,532.4
71,989.7

869.6
256.4
36,267.5
50,017.7
27,374.8
0
27,374.8
77,392.5

-

-

-

96.3

413.2
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Statements of Cash Flows
(In Million Pesos)
Cash flows from operating activities
Cash flows from (used in) investing activities
Cash flows from (used in) financing activities
Net increase (decrease) in cash and cash
equivalents
Effect of foreign exchange rate changes on
cash and cash equivalents
Cash and cash equivalents, beginning of
period
Cash and cash equivalents, end of period

Unaudited
For the nine months
ended September 30
2009
2008
7,760.2
7,129.0
(218.2)
211.9
3,320.2
(6,604.6)
10,862.2

736.3

(3.7)

14.6

Audited
For the years
ended December 31
2008
2007
8,949.2
5,120.8
(4,315.4)
2,243.4
(6,975.6)
(14,059.2)
(2,341.8)

(6,695.0)

2.3

(7.6)

2006
6,871.9
(4,236.8)
2,951.2
5,586.3

(37.2)

957.1

3,296.6

3,296.6

9,999.2

4,450.1

11,815.6

4,047.5

957.1

3,296.6

9,999.2
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SUMMARY TERMS AND CONDITIONS OF THE OFFER
The following summary is qualified in its entirety by, and should be read in conjunction with, the more detailed information
appearing elsewhere in this Prospectus.
Issuer

Energy Development (EDC) Corporation (“EDC” or “Company”)

Issue Manager and Sole Bookrunner

BDO Capital & Investment Corporation (“BDO Capital”)

Joint Lead Underwriters

BDO Capital, RCBC Capital, BPI Capital, and SB Capital

Issue / Issue Size

SEC-registered Fixed Rate Bonds (the “Bonds”) in the aggregate principal
amount of PHP10,000,000,000

Oversubscription Option

In the event of oversubscription, the Issue Manager and Sole Bookrunner, in
consultation with the Company, reserves the right to increase the aggregate
Issue Size by up to PHP2,000,000,000

Manner of Offer

Public offering

Use of Proceeds

The net proceeds of the Issue shall be used to (i) partially refinance and
redenominate an outstanding foreign currency-denominated loan, and (ii) fund
general corporate purposes (see “Use of Proceeds” on page 29)

Issue Price

100% of the face value of the Bonds

Form and Denomination
of the Bonds

The Bonds shall be issued in scripless form in minimum denominations of
PHP20,000 each, and in multiples of PHP10,000 thereafter, and traded in
denominations of PHP10,000 in the secondary market

Offer Period

The offer of the Bonds shall commence at 9:00am of November 18, 2009 and
end at 12:00pm on November 26, 2009

Issue Date

December 4, 2009

Maturity Date

5½-Year Bonds: June 4, 2015
7-Year Bonds: December 4, 2016

Interest Rate

5½-Year Bonds: 8.6418% per annum
7-Year Bonds: 9.3327% per annum

Interest Computation & Payment

Interest on the Bonds shall be calculated on a 30/360-day count basis. Interest
on the Bonds shall be paid semi-annually in arrears on December 4 and June 4
of each year, commencing on June 4, 2010.

Final Redemption

The Bonds shall be redeemed at 100% of face value on their respective
Maturity Dates

Status of the Bonds

Upon issuance, the Bonds shall constitute the direct, unconditional,
unsubordinated, and unsecured obligations of EDC and shall at all times rank
pari passu and ratably without any preference or priority amongst themselves
and at least pari passu with all other present and future unsubordinated and
unsecured obligations of EDC, other than obligations preferred by law. The
Bonds shall effectively be subordinated in right of payment to, among others,
(i) all of EDC’s secured debts (if any) to the extent of the value of the assets
securing such debt; and (ii) all of its debt that is evidenced by a public
instrument under Article 2244(14) of the Civil Code of the Philippines.

Trustee

Rizal Commercial Banking Corporation – Trust and Investments Division

Receiving Agent

Banco de Oro Unibank Inc. – Trust and Investments Group

Registrar & Paying Agent

Philippine Depository & Trust Corporation
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Taxation

Interest Income from the Bonds
Interest income derived by Philippine citizens or resident foreign individuals
from the Bonds is subject to income tax, which is withheld at source, at a rate
of 20%. Interest on the Bonds received by non-resident foreign individuals
engaged in trade or business in the Philippines is subject to 20% final
withholding tax while that received by non-resident foreign individuals not
engaged in trade or business is subject to 25% final withholding tax. Interest
income received by domestic corporations and resident foreign corporations is
taxed at a rate of 20%. Interest income received by non-resident foreign
corporations is subject to 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 treaty.
Bondholders who are exempt from, or are not subject to final withholding tax
on interest income or are covered by a lower final withholding tax rate by virtue
of a tax treaty may claim such exemption or lower rate, as the case may be, by
submitting the necessary documents as required by the Bureau of Internal
Revenue and the Company.

Listing

To be listed on PDEx
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CAPITALIZATION
The following presents a summary of the short-term debt, long-term debt, and capitalization of the Company as of September 30,
2009, and as adjusted to reflect the issue of the Bonds. This should be read in conjunction with the Company’s Unaudited Interim
Condensed Consolidated Financial Statements and the related notes thereto, as reviewed by SGV & Co. in accordance with PSRE
2410 and included in this Prospectus.
(In Million Pesos)
Short-term debt
Loan payable1
Current portion of long-term debt2
Total short-term debt

As of
Sept. 30, 2009

As adjusted for
PHP10.0 billion issue

As adjusted for
PHP12.0 billion issue

2,000.0
14,738.4
16,738.4

2,000.0
14,738.4
16,738.4

2,000.0
14,738.4
16,738.4

22,736.2

22,736.2

22,736.2

0
22,736.2

10,000.0
32,736.2

12,000.0
34,736.2

Common stock4
Preferred stock5
Additional paid-in capital
Equity reserve
Cost of treasury stock held
Accumulated unrealized gain on AFS
investments
Deposit for future preferred stock
subscription
Retained earnings
Equity attributable to equity holders
of the parent
Minority interest

15,000.0
75.0
6,278.1
(3,706.4)
(404.2)

15,000.0
75.0
6,278.1
(3,706.4)
(404.2)

15,000.0
75.0
6,278.1
(3,706.4)
(404.2)

113.9
18.7

113.9
18.7

113.9
18.7

9,381.4

9,381.4

9,381.4

26,756.5
1,600.2

26,756.5
1,600.2

26,756.5
1,600.2

Total Equity

28,356.7

28,356.7

28,356.7

67,831.3

77,831.3

79,831.3

Long-term debt (net of current
portion)
Long-term debt, net of current
portion2
The issue of Bonds3
Total long-term debt2
Equity

Total Capitalization

Notes:
1
This is a short-term loan from Land Bank of the Philippines
2
The current portion of long-term debt pertains to total long-term debt that is maturing within one year. Long-term debt, with maturities of
more than one year, is discussed in more detail under the section “Description of Debt” on page 75.
3
The amount of proceeds from the Bond offering is presented gross of bond issue costs, which will be amortized over the life of the Bonds.
4
As of September 30, 2009, EDC had 15,000,000,000 issued common shares, with par value of PHP1.00 per share. The total authorized
common stock was PHP15,000,000,000. The EDC Board of Directors and Shareholders approved the increase in the Company’s capitalization
from PHP15.075 billion to PHP30.15 billion on May 19 and June 30, 2009, respectively. The increase shall be by way of a 25% common stock
dividend and subscription to additional preferred shares. The Company’s application for the increase in capital and stock dividend was approved
by the SEC last October 12, 2009.
5
As of September 30, 2009, EDC had 7,500,000,000 issued and outstanding preferred shares, with par value of PHP0.01 per share. The total
authorized preferred stock was PHP75,000,000. The EDC Board of Directors and Shareholders approved the increase in the Company’s
capitalization from PHP75.0 million to PHP15.0 million on May 19 and June 30, 2009, respectively. The increase shall be by way of a
subscription to additional preferred shares. The Company’s application for the increase in capital and stock dividend was approved by the SEC
last October 12, 2009.

Except for the issue of the Bonds and the loans related to the acquisition of the Palinpinon-Tongonan power plants, there has been
no material change in the figures, as shown below, since the date thereof.
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RISK FACTORS
An investment in the Bonds, as described in this Prospectus, involves a certain number of risks. The price of securities can and does
fluctuate, and any individual security may experience upward or downward movements and may even become valueless. There is
an inherent risk that losses may be incurred rather than profit, as a result of buying and selling securities. 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.
An investor deals in a range of investments, each of which may carry a different level of risk.
Prior to making any investment decision, prospective investors should carefully consider all of the information 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 of the risks and other significant aspects of investing in these
securities. The occurrence of any of the events discussed below and any additional risks and uncertainties not presently known to
the Company or that are currently considered immaterial could have a material adverse effect on the Company’s business, results
of operations, financial condition and prospects and on the Bonds and the investors may lose all or part of their investment.
Prospective investors may request publicly available information on the Bonds and the Company from the SEC. Prospective
Investors should undertake independent research and study the trading of these securities before commencing any trading activity.
Prospective investors should seek professional advice if he or she is uncertain of, or has not understood any aspect of the Offer or
the nature of risks involved in purchasing, holding and trading the Bonds. Each potential investor should consult its own counsel,
accountant and other advisors as to legal, tax, business, financial and related aspects of an investment in the Bonds.
The risk factors discussed in this section are separated into categories for ease of reference, and within each category, are
discussed in order of importance.

RISKS RELATING

TO THE

COMPANY

AND ITS

BUSINESSES

Substantially All of the Company’s Revenues are Attributed to Payments from a Single Offtaker, NPC,
Who May Be Unable to Meet its Payment Obligations to the Company

Substantially all of the Company’s revenues are derived from sales of steam and electricity to one customer, NPC. Under long-term
SSAs, NPC-owned and operated power plants are currently committed to take or pay for steam based on capacity from geothermal
steamfields that the Company operates (including Palinpinon and Tongonan). Under long-term PPAs, NPC is committed to purchase
electricity from four geothermal plants. The expiration dates for SSAs range from 2008 to 2022 and the expiration dates for PPAs
range from 2021 to 2024. PSALM is undertaking the privatization of NPC’s power plants. With the privatization of the NPC-owned
Palinpinon and Tongonan power plants—for which the Company through Green Core submitted the highest complying bid on
September 2, 2009—the Company expects that the only remaining SSAs with NPC would be in relation to the BacMan power plants.
With respect to the PPAs, the Company expects that it will continue to rely heavily on NPC for substantially all of its electricity sales
revenue. While PSALM plans to appoint IPP Administrators that will assume the responsibility for the selling or trading of energy
under the PPAs, PSALM has affirmed that NPC will remain the legal counterparty to the PPAs and will remain liable for payment of
fees under the PPAs. If NPC is unable to meet its payment obligations under the SSAs or PPAs, the Company would be materially
and adversely affected.
In the past, NPC had experienced financial difficulties due to the depreciation of the Peso against major foreign currencies, lowerthan-expected electricity demand, high debt levels, political pressure, and regulatory challenges, which limited NPC’s ability to pass
on increased costs to its customers. In addition, NPC’s BacMan I and BacMan II geothermal power plants have suffered various
mechanical failures. While NPC has consistently paid the Company at the guaranteed levels specified under the Company's take-orpay contracts with NPC, there can be no assurance that NPC will continue to comply with its obligations under such contracts.
Any difficulty or inability on the part of NPC to meet its payment obligations under the SSAs or the PPAs, including payments
intended to cover the Company’s costs and debt service, would have a material and adverse effect on the Company’s business, cash
flows, and results of operations. Additionally, if NPC fails to meet its obligations under the SSAs and the PPAs, the Company would
have difficulty in meeting its financial obligations, and therefore may have to obtain funds from other sources to meet these
obligations. There can be no assurance that such alternative funding would be available, or, if the funding were available, that it
would be on commercially reasonable terms.
New rules were recently issued by the ERC (Resolution No. 19, Series of 2009 dated August 3, 2009) for the “Automatic Recovery of
Monthly Fuel and Purchased Power Costs and Foreign-Exchange Related Costs by the National Power Corporation”. The Company
believes that this will enable NPC to make more timely recoveries for purchased power costs and thus help NPC meet its payment
obligations to EDC for the purchase of steam and electricity.

The Company’s Financial Performance Depends on the Successful Operation of its Geothermal
Steamfields and Power Plants, which are Subject to Various Operational Risks

The Company’s financial performance depends on the successful operation of its geothermal steamfields and power plants. In
connection with such operations, the Company derived approximately 92.9% of its total revenue for the nine months ended
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September 30, 2009 from the sale of steam and electricity. The cost of operation and maintenance and the operating performance
of geothermal steamfields and power plants may be adversely affected by a variety of factors, including the following:
• unscheduled shutdowns due to maintenance, replacement of major parts, unexpected breakdowns, failure of equipment or the
equipment of the transmission serving utility beyond the contractual allowance;
• improper management of the geothermal resource;
• the presence of hazardous materials in the Company’s project sites; and
• catastrophic events such as fires, explosions, earthquakes, typhoons, floods, landslides, lightning, environmental pollution,
releases of hazardous materials, severe storms or similar and unexpected occurrences affecting the Company’s projects or any
of the power purchasers or other third parties providing services to the Company’s projects.
Many of these events may cause personal injury and loss of life, severe damage to or destruction of the Company’s properties and
the properties of others, and may result in the suspension of the Company’s operations and the imposition of civil or criminal
penalties.
The counterparties to the Company's SSAs, GRSCs, PPAs, ESAs and other related agreements may have the conditional right to
terminate those agreements under circumstances specified therein arising from failure to generate or deliver electricity or
geothermal resources, as the case may be, continues beyond a specified period of time. As a consequence, there may be no
revenues from the affected asset other than the proceeds from business interruption insurance, if any, that applies to the event
after the relevant waiting period. There can also be no assurance that insurance proceeds received under policies maintained by the
Company would adequately cover all liabilities that may be incurred or any direct or indirect costs and losses suffered, including
liabilities to and losses claimed by third parties.
In addition, some of the PPAs have provisions that permit the counterparty, under specific conditions, to purchase assets of the
Company upon the occurrence of an event of default at a price which may not compensate the Company for the value of such
assets. In addition, if a SSA, GRSC, PPA, ESA or other related agreement is terminated by the counterparty thereto, the affected
party may not be able to enter into a replacement agreement on terms as favorable as the terminated agreement or with a
counterparty as creditworthy as the terminating counterparty. As a result of all or any of the foregoing, the Company may not be
able to make payments of principal, premium, if any, and interest on its debts when due.
To mitigate the risk against adverse effects to the geothermal steamfields and power plants, the Company has programs in place
for continuous and comprehensive monitoring of the reservoir and high-risk areas. The Company has also adopted measures meant
to minimize disruptions in production in the event of unexpected shutdowns. In addition, the Company maintains industrial all-risk
insurance.

The Company’s Exploration, Development and Production of Geothermal Energy Resources are Subject to
Geological Risks and Uncertainties

The Company’s business involves the exploration, development, and production of geothermal energy resources. These activities
are subject to uncertainties, which may result in non-commercial wells, due to, among others, the following:
• insufficient steam in the drilled wells;
• the discovery of acidic, oversaturated, and hypersaline fluids which are unsuitable in the steam generation process using
current technologies;
• the uncontrolled release of high pressure steam; and
• the sudden decline in pressure and temperature.
The occurrence of any of these or other uncertainties, which may occur naturally or as a result of human error, can increase the
Company’s operating costs and capital expenditures, or reduce the efficiency of its steamfields and power plants.
Given that geothermal resources are located in varied and complex geological environments, their sizes and volumes can only be
estimated. The viability of geothermal projects depends on different factors directly related to the geothermal resource, such as the
heat content (i.e. the maximum temperature and pressure tapped by the wells) of the geothermal reservoir, chemistry of the
reservoir fluids, useful life (i.e. commercially exploitable life) of the reservoir, and operational factors relating to the extraction of
geothermal fluids. Production and injection wells can require frequent maintenance or replacement. Replacement or repair of
certain equipment, vessels or pipelines, may be required, due to corrosion and erosion arising from acidic and high-gas geothermal
fluids. New production and injection wells may be required for the maintenance of current operating levels, thereby requiring
substantial capital expenditures. The Company’s geothermal energy projects may suffer an unexpected decline in the capacity of
their respective geothermal wells, and are exposed to a risk of geothermal reservoirs not being sufficient for sustained generation of
the desired electrical power capacity over time. In addition, the Company may fail to find commercially viable geothermal resources
in the expected quantities and temperatures, which would adversely affect its development of geothermal power projects.
In view of these recognized risks, the Company extensively utilizes its resources to obtain reliable data in geology, geochemistry
and geophysics and to implement proper analysis and assessment of geoscientific information. The Company believes that such
measures will assist it to take appropriate measures to manage such risks.
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Continued Compliance with, and any Changes in, Safety, Health and Environmental Laws and Regulations
may Adversely Affect the Company’s Operating Costs

The Company is subject to a number of laws and regulations affecting many aspects of its present and future operations, including
the disposal of various forms of materials resulting from geothermal reservoir production, the drilling and operation of new wells,
and power plant operations. Such laws and regulations generally require the Company to obtain and comply with a wide variety of
licenses, permits, and other approvals. In addition, regulatory compliance for the construction of new facilities is a costly and timeconsuming process; changing environmental regulations may require major expenditures in obtaining permits and may create the
risk of expensive delays or material impairment in project value if projects cannot be operated as planned due to changing
regulatory requirements or local opposition.
The Company’s projects are subject to numerous local statutory and regulatory standards relating to the use, storage, and disposal
of hazardous substances. The Company uses industrial lubricants and other substances in its projects, which are or could be
classified as hazardous substances. If any of the Company’s projects is found to have released any hazardous substances into the
environment, the Company could become liable to investigation and removal of those substances, regardless of their source and
time of release. The Company maintains a comprehensive general liability insurance which is intended to cover liabilities to third
parties.
Safety, health, and environmental laws and regulations in the Philippines have become more stringent, and it is expected that this
trend will continue. The adoption of new laws and regulations on safety, health, and environment, new interpretations of existing
laws, increased governmental enforcement of environmental laws, or other developments in the future may require additional
capital expenditures or the need for additional operating expenses in order to comply with such laws and to maintain current
operations.
Considering this risk and associated costs, the Company endeavors to keep itself abreast with the latest laws and regulations and
takes reasonable measures to ensure timely submission of documentary requirements for processing of applicable permits and
licenses. It also closely coordinates with relevant regulatory agencies, such as the DENR and the DOE and has historically been an
active participant in public hearings and consultations regarding relevant proposed legislation.

The Company may be Adversely Affected by Changes in the Legal and Regulatory Environment Affecting
its Projects

The Company and its projects are subject to significant regulation, including the EPIRA, and therefore are also subject to changes in
regulations, or in their interpretations. Energy regulation is currently, and may continue to be, subject to challenges, modifications,
the imposition of additional requirements, and restructuring proposals. The Company may not be able to obtain or maintain all
regulatory approvals that may be required in the future, or secure any necessary modifications to existing regulatory approvals. In
addition, the cost of operation and maintenance and the operating performance of steamfields and geothermal power plants may
be adversely affected by changes in certain laws and regulations and the manner in which certain laws and regulations are
implemented. Any such changes could change aspects of the Company’s operations or increase the Company’s compliance
expenses which could materially and adversely affect the Company’s business, financial condition and results of operations.
In recent years, the Government has sought to implement measures designed to establish a competitive energy market. These
measures include the successful privatization of power generation facilities and grant of a concession to manage, operate and
maintain the transmission and subtransmission assets of TransCo, as well as the establishment of a wholesale spot market for
electricity. The move towards a more competitive electricity industry could result in the emergence of new and numerous
competitors. These competitors may have greater financial resources, and have more extensive operational experience and other
capabilities than the Company, giving them the ability to respond to operational, technological, financial and other challenges more
quickly than the Company.
In consideration of this risk, EDC closely monitors relevant proposed legislation and intends to take appropriate steps to address
possible adverse effects of such proposals in the event that the latter are enacted or promulgated into law or regulation.

The Company’s Ability to Increase Revenue from NPC and Other Power Offtakers Requires that Existing
Transmission Infrastructure be Free of Bottlenecks and be of Sufficient Capacity to Readily Transmit the
Generating Capacity of the Company’s Existing and Future Geothermal Power Projects

Currently, the electricity transmission infrastructure in the Philippines continues to experience constraints on the amount of
electricity that can be wheeled from power plants to key load centers in specific areas in the different island grids. The lack of
improvements in transmission infrastructure has been caused by delays in the implementation of projects to be undertaken by
NGCP, the recently privatized transmission company responsible for maintaining and ensuring the sufficiency of the power
transmission infrastructure in the Philippines. If these transmission constraints remain unresolved, the ability of NPC or any other
power offtaker to request dispatch from any of the Company’s power generation facilities to the country’s load centers will be
adversely affected. In turn, this could adversely affect the growth of the Company’s revenue from the sale of electricity. Additionally,
to the extent that NPC cannot distribute power efficiently from the geothermal power plants to which the Company supplies the
steam, NPC may not be able to take more than the take-or-pay quantities of steam as specified under the Company’s SSAs.
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Notwithstanding the foregoing, the Company believes that the take-or-pay provisions of the existing SSAs and PPAs will allow EDC
to remain economically viable.

The Company may Face Labor Disruptions that may Interfere with its Operations

The Company is exposed to the risk of strikes and other industrial actions. As of September 30, 2009, the Company employed a
total of 2,588 full-time employees, of whom 59% belonged to 14 unions. There can be no assurance that other employees will not
unionize or that strikes, work stoppages or other industrial actions will not occur in the future. Any such event could disrupt
operations, possibly for a significant period of time, result in increased wages and other benefits and otherwise have a material
adverse effect on the Company’s business, financial condition or results of operation. The Company believes that its current
relations with its employees and the unions are generally good, which is manifested by the absence of disruptions in operations due
to labor-related concerns in the past nine years.
Notably, Presidential Decree 849 precludes employees of vital industries or those imbued with public interest to participate in strikes
or other concerted activities.
To improve employee relations, the Company has implemented annual review of compensation schemes. In addition, various
company-wide programs for professional development and team building are undertaken.

The Company is Exposed to the Risk of Foreign Currency Fluctuations

Almost all of the Company’s revenues are denominated in Pesos, although partially indexed to the US Dollars, while a substantial
portion of its long-term liabilities and some of the Company’s expenses are denominated in foreign currency. This exposes the
Company to foreign exchange risk, mainly from future payments of foreign loans and other commercial transactions. An adverse
change in exchange rates can reduce the Company’s ability to service its debt and other obligations, and may increase the
Company’s expenses, thereby adversely affecting the Company’s cash flows and net income.
Considering the risks related to foreign currency fluctuations, the Company has worked on redenominating the bulk of its loans into
Pesos. The Company expects to manage its Yen loans from a high of 87.4% in 2008 to 40.3% in 2009 and finally, down to 12.5%
in 2010. The Company has also entered into currency hedging for its bullet Yen loan paid in June 2009 and is considering the same
for its other Yen and US Dollar obligations, including payables to equipment suppliers. In addition, approximately fifty-two percent
(52%) of USD exposure is naturally hedged by the indexation under existing SSAs and PPAs.

Adverse Results of any Pending and Future Litigation and Disputes may Impact the Company’s Future
Cash Flows, Earnings, Results of Operations and Financial Condition

The Company is currently involved in a number of civil and labor cases (see section on Legal Proceedings under “Description of the
Company” on page 67). While the final outcome of these cases may be adverse to EDC, the Company does not believe that any of
these cases poses a material risk to the Company’s operations and financial condition. In addition, there is no assurance that the
Company will not be involved in future litigation or other disputes, the results of which may materially and adversely impact the
Company’s business and financial condition.
EDC believes it has appropriate legal representation for these proceedings, and endeavors to minimize the risk of future suit by
strictly adhering to its Corporate Governance Manual and other Corporate Governance Policies (see section “Corporate Governance”
on page 132).

The Company may be Liable for Further Real Property and Franchise Taxes

The Company continues to receive assessments of real property and franchise taxes from various local governments which have
jurisdiction over the land where its other power plants and projects are located.
With the enactment of the RE Law, the Company has received its provisional certificate of registration as an RE developer and is in
the process of converting its GSCs into GRESCs, which will cap the real property tax on power plants. Five of the seven GSCs have
been converted into GRESCs.

The Company may be Unable to Refinance its Outstanding Debt and any Future Financing the Company
Receives may be Less Favorable Than Current Financing Arrangements

The Company’s continued access to debt financing is subject to a number of other factors which are outside of the Company’s
control. For example, political instability, an economic downturn, social unrest, changes in the Philippine regulatory environment or
the bankruptcy of an unrelated power generation company could increase the Company’s cost of borrowing or restrict the
Company’s ability to obtain debt financing. Market conditions and other factors (such as the absence of a Government guarantee)
may not permit future projects with loan terms similar to those that the Company has previously received. If the Company is not
able to refinance its outstanding debt at maturity, it may have to undertake alternative financing plans, such as:
• Seeking to raise additional capital;
• Restructuring its debt;
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•
•

Selling power plants or other assets; or
Reducing or delaying capital investments.

The undertaking of any of these alternative financing plans could have a materially adverse effect on the Company’s financial
condition and results of operations. In addition, if the Company is unable to obtain financing for its future projects on a favorable
basis, it may have a significant effect on its growth plans, financial condition and results of operations.
By maintaining and continuing to develop long-standing relationships with numerous financial institutions, the Company has been
able to obtain the necessary financing from both local and international funding sources (including multilateral institutions). Its
strong financial standing, as confirmed by its PRS Aaa from PhilRatings, is expected to facilitate access to more financing at better
terms.
As a policy, the Company endeavors to maintain a debt service coverage ratio higher than industry standards and loan covenant
requirements which would allow it to absorb any unforeseen increases in borrowing cost.

The Company’s Acquisition of Existing Power Plants is Subject to Risks and Uncertainties

The Company, by itself or through its subsidiaries, is actively participating in the privatization by PSALM of the NPC assets through
the public auction of power plants and IPPA contracts. There is a risk that the Company or its subsidiaries may be disqualified from
bidding in such power plants and IPPA contracts since PSALM has the sole discretion to impose qualification conditions in the bid
documents. There is also no assurance that PSALM would be able to comply with its bidding schedule, as it has in the past delayed
the issuance of terms of the bidding and has at times even postponed the bidding date. There is also a risk that the bid may fail
due to circumstances beyond the control of the Company and PSALM (e.g., there is only one bidder, or none of the bids submitted
meets the minimum reserve price set by PSALM). The Company, in participating in such bids, exerts efforts to strictly comply with
the qualification requirements of PSALM in order to minimize the risks of any disqualification.
A successful bid will not guarantee a successful takeover and operation of the power plants. Despite having been awarded the right
to purchase a power plant, closing or takeover of the plant will only occur upon satisfaction of all conditions precedent as set out in
the relevant asset purchase agreement. During the period between the bid date and closing, NPC/PSALM will continue to operate
and maintain the power plant. The Company intends to closely coordinate with NPC/PSALM during this transition period in order to
ensure a smooth turnover.
A successful turnover of a power plant will not ensure success in operations. Following a turnover, the Company or its subsidiary
may face a hostile work force or the local government where the plant is located may impose unreasonable restrictions, as well as
considerably high taxes and charges on the power plant. The plants are also being sold by PSALM on an “as is where is basis” and
PSALM gives limited warranties on the condition of the sold assets and on any existing issues surrounding the power plants
(including environmental issues). PSALM does not warrant the condition of the power plants (including the generating capacity and
availability of sufficient transmission lines for the delivery of electricity to the relevant offtakers) nor the market for the sale of the
electricity that will be generated by the plants. In certain instances, PSALM is not the owner of the land where the power plant is
located and there is a risk that the winning bidder may have the legal standing for the continuous occupation of the property. If the
Company or its subsidiary undertakes the rehabilitation and/or upgrade of a power plant, such activities may disrupt the operation
of the power plant, which may result in the Company or the subsidiary failing to meet the target performance level, schedule and
budget for such plant that was unaccounted for during the pre-bidding phase. With respect to planned rehabilitation or upgrades,
the Company conducts a detailed and comprehensive study before its implementation in order to minimize the disruption to the
operation of the power plant.
In order to minimize such risks, the Company conducts a comprehensive technical, financial and legal due diligence review of the
power plants in order to determine, to the extent reasonably practicable, the risks and issues affecting them. Such due diligence is
undertaken by a team composed of experienced in-house personnel and complemented by third party consultants with proven track
records. On September 2, 2009, Green Core, which is wholly-owned by FLGEC (a wholly-owned subsidiary of EDC), submitted the
highest complying bid for the Palinpinon and Tongonan power plants. The said plants were turned over to Green Core last October
23, 2009.

The Company Cannot Predict the Amounts it Will Have to Pay for Expropriated Land

Under the laws of the Philippines, any party who has land expropriated by the Government is entitled to be paid the fair market
value for the land expropriated. Any land which is expropriated by PNOC or the DOE on the Company’s behalf must be paid for by
the Company at its fair market value, or for just compensation, as ultimately determined by a court of law. The Company is subject
to 32 expropriation trials throughout the Philippines where the aggregate claim for just compensation is more than PHP241.7 million,
as of September 30, 2009. The Company has made provisions amounting to PHP120.2 million in its financial statements pursuant to
these cases. Although the Company believes that the amounts claimed under these various expropriation cases are inflated, there
can be no assurance that the Company will be successful in its arguments and it cannot predict the amounts it will have to pay for
expropriated land. Additionally, it takes considerable management time and expense to manage these expropriation cases which
can also have a negative impact on the Company.
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The Company does not believe that any of these cases poses a material risk to the Company’s operations. Moreover, the Company
has engaged the services of external counsel to closely monitor and address these expropriations.

SSAs will be Replaced with GRSCs that do not Include Take-Or-Pay Provisions and that Include Price
Adjustment Mechanisms that may be Less Favorable to the Company

As part of the ongoing privatization process in the Philippine power industry pursuant to the EPIRA, PSALM is privatizing NPC-owned
and operated plants which includes NPC’s geothermal power plants. Pursuant to Section 47(g) of the EPIRA, the steamfield assets
and generating plants of each geothermal complex shall not be sold separately but shall be combined and each geothermal complex
shall be sold as one package through public bidding. The Joint Congressional Power Commission (“JCPC”), a congressional
commission created under the EPIRA to oversee the implementation of that EPIRA such as the NPC privatization, issued in May
2006 JCPC Resolution No. 2006-1 which adopted a privatization plan for the geothermal power plants of NPC which is compliant
with Section 47(g). The Resolution endorsed PSALM’s plan of selling as a package each geothermal plant combined with a specific
long-term SSA.
As a result of JCPC Resolution No. 2006-1, the Company has entered into several GRSCs that will take effect and replace the
relevant GRSCs/SSAs when the respective NPC plant is successfully privatized or when the present GRSCs/SSAs expire. Unlike the
SSAs, the GRSC terms do not have guaranteed minimum take-or-pay provisions. Also, the price adjustment mechanism under the
GRSCs links the steam prices with global coal prices as determined by the Barlow Jonker Index and JPU Reference Coal Index. As a
result, the Company’s future steam sales under the GRSCs will be less predictable than those guaranteed with minimum take-or-pay
provisions and the price adjustment mechanism prescribed in the previous GRSCs/SSAs. Such arrangement may result in the
Company selling the steam at a lower price than the price levels under the SSAs though the Company may be selling the steam at
higher prices when global coal prices go up. The Company therefore takes the risk that if global coal prices fall, the Company's cost
of production of the steam it supplies might not be fully covered. Alternatively, higher global coal prices may allow for higher profits.
While there is still the risk that steam sales to the privatized geothermal power plants of NPC may become unpredictable due to the
fact that the new GRSCs do not have guaranteed minimum take-or-pay provisions, there are only three geothermal power plants
that are exposed to this risk: the Palinpinon, Tongonan and BacMan Geothermal power plants. On September 2, 2009, the
Company, through Green Core, submitted the highest complying bid for the PSALM’s auction of the Palinpinon and Tongonan
Geothermal power plants. The said plants were turned over to Green Core last October 23, 2009.

EDC may be Unable to Fully Realize the Economic Benefits Relating to its Rights to Certain Geothermal
Resources at its Northern Negros Geothermal Power Plant (“Northern Negros”)

Although EDC’s Northern Negros plant has an installed capacity of 49 MW, it is currently operating only at approximately 9 MW
gross capacity and is only able to deliver electricity to its offtaker at approximately 6 MW out of 15 MW of contracted capacity. As a
result, the offtaker sources the unserved capacity from third parties and EDC pays the differential cost. While EDC intends to drill
additional wells, there are restrictions that may be imposed on drilling in the Mt. Kanla-on Natural Park, where a portion of the
Northern Negros Geothermal Production Field reservoir is located. While EDC is currently permitted to drill inside the park, there can
be no assurances that EDC would be allowed to continue its drilling activities. Furthermore, there can be no assurance that any
additional wells will generate enough steam to enable the plant to reach its installed operating capacity of 49 MW. In addition,
certain emission credits were also sold using 49 MW as a basis.
If the Northern Negros plant is unable to increase its output to 49 MW, it will not be able to fully realize the additional revenues
originally expected from the sale of carbon credits. However, in this event, the Company believes that the excess capacity from the
Palinpinon-Tongonan power plants (which were turned over to Green Core last October 23, 2009) can be used by the Company to
make up for the underproduction of Northern Negros plant.
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RISKS RELATING TO THE PHILIPPINES

Substantially All of the Company’s Operations and Assets are Based in the Philippines; a Slowdown in
Economic Growth in the Philippines Could Adversely Affect its Businesses

Substantially all of EDC’s business operations and assets are based in the Philippines. As a result, the Company’s income, results of
operations and the quality and growth of its assets depend, to a large 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 Philippine
currency 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 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. In particular, the significant depreciation of the Peso made it difficult for many Philippine
companies with Peso revenue streams and significant US dollar or other foreign currency denominated loans or costs to meet their
repayment obligations. While the Philippine economy registered positive growth in the period since 1999, as it recovered from the
Asian economic crisis, it continues to face a significant budget deficit, limited foreign currency reserves, a volatile Peso exchange
rate, and a relatively weak banking sector.
Fitch Ratings ("Fitch") has assigned a long-term foreign currency debt rating to the Philippines of "BB" (two notches below
investment grade) as of May 2009. Standard & Poor's ("S&P") has assigned a "BB-" (three notches below investment grade) rating,
and Moody's Investors Service ("Moody's") has assigned a "Ba3" (three notches below investment grade) rating to the Philippines,
as of July 2009.
Recent global developments have affected the Philippine financial markets to some extent. The United States of America is a major
trading partner of the Philippines, and the slowdown in the American economy has somehow affected the Philippine economy.
Moreover, these events have affected the Philippine stock markets, along with the debt capital markets. It is not certain how the
global events will bring impact to the Philippines in the long run.
Any deterioration in the Philippine economy from the aftermath of these events, including a significant depreciation in the value of
Philippine Pesos, could materially and adversely affect the Company’s business, financial condition and results of operations,
including the Company’s ability to enhance the growth of its customer base, improve its revenue base and implement its business
strategy. There is no assurance that the current or future Government administration will adopt economic policies that are
conducive to sustain economic growth.
Historically, the demand for power for the past 10 years has been increasing at an average rate of 4.9%. This has been the case, in
spite of the volatility in the economic, financial, and political conditions in the country. Such trend may be attributable to the
inelasticity of demand for electricity at certain levels, wherein essential household appliances, as well as industries, need to operate.
The rising population and remittances from overseas workers likewise provides a minimum growth in the demand for power.
The Company continually monitors the country’s key economic indicators in order to formulate appropriate strategies to address
potential adverse developments. This is demonstrated by the Company’s adequate hedging of all foreign currency liabilities as its
mechanism to mitigate foreign exchange risks. Likewise, to mitigate the risk of financial difficulties, the Company has been keeping
a manageable debt-equity ratio.

Any Political Instability in the Philippines may Adversely Affect the Company

Presidential, senatorial and congressional elections are scheduled to be held in May 2010. There is no assurance that the elections
will be peaceful and devoid of allegations of fraud and disenfranchisement of voters. Moreover, President Arroyo and some
incumbent senators and representatives in Congress are no longer eligible for re-election. A change in administration may cause
instability, and there is no assurance that President Arroyo’s successor will continue the economic policies favored by her
administration. There is also no assurance that pending bills in Congress that are conducive to sustaining economic growth will be
passed after the elections.
While the Senate has rejected moves by the House of Representatives to convene the Constituent Assembly for the purpose of
amending the Constitution, there continues to be sporadic efforts in the House of Representatives for the amendment of the
Constitution through a Constitutional Convention and other means. It is uncertain whether amendments to the Constitution will be
conducive to the political and economic growth of the Philippines. Moves to change the Constitution may divert the government’s
attention from pressing problems such as the Philippine economy.
Political instability could negatively affect the general economic conditions and operating environment in the Philippines, and may
materially affect the Company’s business, financial condition and results of operation. No assurance can be given that the political
environment in the Philippines will stabilize.
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An Increase in the Number Of Terrorist Attacks or the Occurrence of a Large-Scale Terrorist Attack in the
Philippines Could Negatively Affect the Philippine Economy and, Therefore, the Company’s Financial
Condition and its Business

The Philippines has been subject to a number of terrorist attacks in recent years. An increase in the number of terrorist attacks, or
the occurrence of a large-scale terrorist attack, in the Philippines could negatively affect the Philippine economy and, therefore, the
Company’s financial condition and its business. The Philippine army has been in conflict with the Abu Sayyaf organization, which has
ties to the Al-Qaeda terrorist network and has been identified as being responsible for kidnapping and terrorist activities in the
Philippines. There has been a series of bombings in the Philippines, mainly in southern cities. Although no one has claimed
responsibility for these attacks, Philippine military officials have stated that the attacks appeared to be the work of the Abu Sayyaf
organization.
There can be no assurance that the Philippines will not be subject to further, or an increased number of, acts of terrorism in the
future. Terrorist attacks in the past have had adverse effects on investment and confidence in, and the performance of the
Philippine economy.
EDC continually reviews its security measures; hires necessary security services to secure its steam and power plant facilities, and
monitors the areas surrounding the plant facilities.
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RISKS RELATING TO THE BONDS

The Bonds Will Effectively be Subordinated to Other Debts of the Company

Under Philippine law, in the event a borrower submits to insolvency or liquidation proceedings on which the borrower’s assets are
liquidated, the unsecured debt of such borrower that is evidenced by a public instrument, as provided in Article 2244 of the Civil
Code of the Philippines, will rank ahead of the unsecured debt that is not so evidenced. The debt becomes evidenced by a public
instrument when the creditor and debtor have acknowledged before a notary or any person authorized to administer oaths in the
Philippines. Although the position is not clear under Philippine law, it is possible that a jurat (a statement of the circumstances in
which an affidavit was made) may be sufficient to constitute the document a public instrument. Accordingly, it may be possible for
debt to become evidenced by public instrument through the unilateral action of a creditor without the knowledge of the borrower.
So far as the Company is aware, none of its debt is evidenced by a public instrument and the Company will undertake in the Terms
and Conditions of the Bonds and the Trust Indenture to use its best endeavors not to incur such debt. Any such debt evidenced by
a public instrument may, by mandatory provision of law, rank ahead of the Bonds in the event of the liquidation of the Company.
As a policy, the EDC’s borrowings are clean and are not collateralized by its assets. As of the date of this Prospectus, there are no
borrowings secured by any of the Company’s assets.

Secondary Trading on the Bonds may be Subject to Various Market Factors

The Bonds are a new issue of securities for which there is currently no trading market. Even if the Bonds are listed on the PDEx,
trading in securities such as the Bonds may be subject to extreme volatility at times, in response to fluctuating interest rates,
developments in local and international capital markets, illiquidity of the Bonds, and the overall market for debt securities among
other factors. No assurance can be given that an active trading market for the Bonds will develop or as to the liquidity or
sustainability of any such market, the ability of holders to sell their Bonds or the price at which holders will be able to sell their
Bonds.
The Company has no control over this risk as active trading of the bonds is highly dependent on the investors. EDC endeavors to do
its part to deepen the capital markets in the Philippines with the issuance of the Bonds and its subsequent listing on the PDEx.

The Company may be Unable to Redeem the Bonds

At maturity, the Company will be required to redeem all of the Bonds. If such an event were to occur, the Company may not have
sufficient cash on hand and may not be able to arrange financing to redeem the Bonds in time, or on acceptable terms, or at all.
The ability to redeem the Bonds in such event may also be limited by the terms of other debt instruments. Failure to repay,
repurchase or redeem tendered Bonds by the Company would constitute an event of default under the Bonds, which may also
constitute a default under the terms of other indebtedness of the Company.
EDC has a strong and stable business in the Philippines, supported by long-term power supply contracts. It has strong recurring
cash flows, maintains a low debt-equity ratio, and maintains a high level of liquidity in its statement of financial position. The
Company is confident that it can service the interest and redeem the Bonds at maturity and/or seek refinancing facilities.

The Bonds do not Have the Benefit of any Security

First Gen, First Philippine Holdings or any other member of the Lopez Group will not guarantee the Bonds. Likewise, no assets of
the Company will be used as collateral for the Bonds. As a policy, the EDC’s borrowings are clean and are not collateralized by its
assets. As of the date of this Prospectus, there are no borrowings secured by any of the Company’s assets.
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USE OF PROCEEDS
EDC expects that the net proceeds of the Offer, without the over-subscription option and after deduction of commissions and
expenses, will amount to approximately PHP9,888,961,122. If the Company fully exercises the over-subscription option of up to
PHP2,000,000,000, the Company expects that net proceeds will amount to approximately PHP11,870,358,971, after fees,
commissions and expenses.
Net proceeds from the Offering is estimated as follows:
For a PHP10.0 billion Issue Size
Estimated proceeds from the sale of Bonds
Less: Estimated expenses
Documentary Stamp Tax
SEC Registration
SEC Registration Fee and Legal Research Fee
Publication Fee
Underwriting and Other Professional Fees
Underwriting Fees
Accounting Fees
Legal Fees
Rating Fees1
Listing Application Fee2
Printing Costs
Trustee Fees3
Paying Agency and Registry Fees4
Miscellaneous Fees
Estimated net proceeds to EDC for PHP10.0 billion Issue

Total
PHP10,000,000,000
50,000,000
3,598,125
100,000
43,010,753
5,800,000
2,000,000
3,080,000
100,000
400,000
50,000
1,400,000
1,500,000

For the PHP2.0 billion Over-Subscription Option
Estimated proceeds from the sale of Bonds
Less: Estimated expenses
Documentary Stamp Tax
Underwriting Fees
Estimated proceeds from the PHP2.0 billion Over-Subscription

111,038,878
PHP9,888,961,122
Total
PHP2,000,000,000

10,000,000
8,602,151

18,602,151
PHP1,981,397,849

Notes:
1
Aside from an upfront fee, the Company will pay fixed monitoring fees of PHP560,000. The fee shown above is the listing application fee only.
2
Aside from an upfront listing application fee, the Company will pay annual listing maintenance fees per tranche of the Bonds. The fee shown
above is the listing application fee for the first year only.
3
Aside from an upfront fee, the Company will pay fixed annual retainer fees of PHP120,000. The fee shown above includes the annual retainer
fee for the first year only.
4
Aside from an upfront fee, the Company will pay annual Registry Maintenance fees based on the face value of the Bonds and the number of
Bondholders, at a minimum of PHP180,000 per year. In addition, the Company will pay Paying Agency fees of a minimum of PHP10,000 every
Interest Payment Date. The fee shown above includes fees for the first year only.

The net proceeds of the Offer is intended to be used by the Company to partially refinance and redenominate the outstanding
foreign-currency denominated Miyazawa II loan with an outstanding principal amount of JPY22.0 billion, as of September 30, 2009
(approximately PHP11.6 billion), maturing on June 26, 2010, and for general corporate purposes. Any difference between the
Miyazawa II loan and the net proceeds of the Issue will be sourced from internally generated cash, existing credit lines, and other
potential borrowings.
Pending the above use, the Company intends to invest the net proceeds from the Issue in short-term liquid investments including,
but not limited to, short-term government securities, bank deposits and money market placements which are expected to earn
prevailing market rates. The Miyazawa loan bear interests at 2.37% per annum, payable semiannually in arrears on June 26 and
Dec 26 of each year (see “Description of Debt” section on page 75).
No material amount of proceeds is to be used to finance the acquisition of other businesses, to acquire assets, or to reimburse any
officer, director, employee, or shareholder for services rendered, assets previously transferred, money loaned or advanced, or
otherwise.
In the event of any deviation or adjustment in the planned use of proceeds - i.e. to partially refinance and redenominate
outstanding foreign-currency denominated loans and for general corporate purposes - the Company shall inform the SEC and the
Bondholders, through the Trustee, at least 30 days prior to the implementation of such deviation or adjustment.

Page | 29

DETERMINATION OF OFFER PRICE
The Bonds shall be issued at 100% of the principal amount or face value of the Bonds.
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DILUTION
The issuance of the Bonds is not expected to result in the dilution of common shareholdings of existing stockholders of the
Company.
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SELLING SECURITY HOLDERS
The Offer will not include any sale of Bonds by any Person other than the Company.
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PLAN OF DISTRIBUTION
Pursuant to an Issue Management and Underwriting Agreement with EDC executed on November 13, 2009 (the “Underwriting
Agreement”), BDO Capital, RCBC Capital, BPI Capital and SB Capital, as the Joint Lead Underwriters, Land Bank of the Philippines as
Co-Lead Underwriter and Multinational Investment Bancorporation and ING Bank N.V., Manila Branch as Participating Underwriters,
(collectively, the “Underwriters") have committed to underwrite the Bonds on a firm basis up to PHP10,000,000,000, with a
PHP2,000,000,000 over-subscription option, and shall distribute and sell the Bonds at the Offer Price; in either case, subject to the
satisfaction of certain conditions and in consideration for certain fees.
Each of the Underwriters has committed to underwrite the Offer on a firm basis up to the amounts indicated below:
BDO Capital
RCBC Capital
BPI Capital
SB Capital
Land Bank of the Philippines
Multinational Investment Bancorporation
ING Bank N.V., Manila Branch
TOTAL

PHP4,165,000,000
2,000,000,000
1,500,000,000
1,500,000,000
500,000,000
215,000,000
120,000,000
PHP10,000,000,000

The Joint Lead Underwriters shall have exclusive rights and priority to exercise the over-subscription option of up to Two Billion
Pesos (PHP2,000,000,000) in principal amount of the Bonds under terms and conditions agreed upon and among themselves.
There is no arrangement for the Underwriters to return to EDC any unsold Bonds. The Underwriting Agreement may be terminated
in certain circumstances prior to payment of the net proceeds of the Bonds to EDC. EDC will pay the Joint Lead Underwriters a fee
of 0.40% on the final aggregate nominal principal amount of the Bonds issued which is inclusive of fees to be ceded to the Co-Lead
Underwriter and Participating Underwriters appointed for the Offer.
The Underwriters are duly licensed by the SEC to engage in underwriting and distribution of securities to the public. The
Underwriters may, from time to time, engage in transactions with, and perform services in the ordinary course of business for EDC
or other members of the Lopez Group.
BDO Capital is the wholly-owned investment bank subsidiary of Banco De Oro Unibank, Inc. BDO Capital is a full-service investment
house primarily involved in securities underwriting and trading, loan syndication, financial advisory, private placement of debt and
equity securities, project finance, and direct equity investment. Incorporated in December 1998, BDO Capital commenced
operations in March 1999.
RCBC Capital Corporation is a licensed investment house providing a complete range of capital raising and financial advisory
services. Established in 1974, RCBC Capital has 35 years of experience in the underwriting of equity, quasi-equity and debt
securities, as well as in managing and arranging the syndication of loans, and in financial advisory. RCBC Capital is a wholly-owned
subsidiary of the Rizal Commercial Banking Corporation and a part of the Yuchengco Group of Companies, one of the country's
largest fully integrated financial services conglomerates.
BPI Capital is the wholly owned investment bank subsidiary of the Bank of the Philippine Islands. It is a licensed investment house
and offers a range of corporate finance services and is also engaged in the securities distribution business. It began operations in
December 1994 and continues to be a leading player in the domestic capital market. BPI Capital provides corporate finance services
in the areas of financial advisory, loan syndication, project finance, mergers and acquisitions, private placement and public offering
of debt and equity.
SB Capital is a Philippine corporation organized in October 1995 as a wholly-owned subsidiary of Security Bank Corporation. It
obtained its license to operate as an investment house in 1996 and is licensed by the SEC to engage in underwriting and distribution
of securities to the public. SB Capital provides a wide range of investment banking services including financial advisory, underwriting
of equity and debt securities, project finance, privatizations, mergers and acquisitions, loan syndications and corporate advisory
services. SB Capital is also involved in equity trading through its wholly-owned stock brokerage subsidiary, SB Equities, Inc.
The Issue Manager and the Underwriters have no direct relations with EDC in terms of ownership. There is also no arrangement
giving the Underwriters the right to designate or nominate members to the Board of Directors of EDC.

SALE AND DISTRIBUTION

The distribution and sale of the Bonds shall be undertaken by the Underwriters who shall sell and distribute the Bonds to third party
buyers/investors. Nothing herein shall limit the rights of the Underwriters from purchasing the Bonds for their own respective
accounts.
There are no persons to whom the Bonds are allocated or designated. The Bonds shall be offered to the public at large and without
preference.
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The obligations of each of the Underwriters will be several, and not solidary, and nothing in the Underwriting Agreement shall be
deemed to create a partnership or joint venture between and among any of the Underwriters. Unless otherwise expressly provided
in the Underwriting Agreement, the failure by an Underwriter to carry out its obligations thereunder shall neither relieve the other
Underwriters of their obligations under the same Underwriting Agreement, nor shall any Underwriter be responsible for the
obligation of another Underwriter.

OFFER PERIOD

The Offer Period shall commence at 9:00am of November 18, 2009 and end at 12:00pm of November 26, 2009.

APPLICATION TO PURCHASE

Applicants may purchase the Bonds during the Offer Period by submitting to the Underwriters properly completed Applications to
Purchase, together with two signature cards, and the full payment of the purchase price of the Bonds in the manner provided in the
said Application to Purchase.
Individual applicants must also submit, in addition to the accomplished Applications to Purchase and its required attachments
specified above, a clear and photo-bearing photocopy of any one of the following identification cards (ID) valid at the time of
application, subject to verification with the original ID: passport, driver’s license, postal ID, company ID, SSS/GSIS ID and/or Senior
Citizen’s ID.
Corporate and institutional applicants must also submit, in addition to the accomplished Applications to Purchase and its required
attachments specified above, copies of their SEC Certificate of Registration, Articles of Incorporation and By-Laws (certified true
copies by the Corporate Secretary or Assistant Corporate Secretary), and the appropriate authorization by their respective boards of
directors and/or committees or bodies authorizing the purchase of the Bonds and designating the authorized signatory(ies) thereof.
A corporate and institutional investor who is exempt from or is not subject to withholding tax shall be required to submit the
following requirements to the Registrar, subject to acceptance by the Company as being sufficient in form and substance:
(i)
(ii)

certified true copy of the tax exemption certificate, ruling or opinion issued by the Bureau of Internal Revenue;
a duly notarized undertaking, in the prescribed form, declaring and warranting its tax exempt status, undertaking to
immediately notify the Company and PDTC of any suspension or revocation of the duly-accepted tax exemption
certificates and agreeing to indemnify and hold the Company and PDTC free and harmless against any 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; provided that, all sums payable by the Company 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.

Completed Applications to Purchase and corresponding payments must reach the Underwriters prior to the end of the Offer Period,
or such earlier date as may be specified by the Underwriters. Acceptance by the Underwriters of the completed Application to
Purchase shall be subject to the availability of the Bonds and the acceptance by EDC. In the event that any check payment is
returned by the drawee bank for any reason whatsoever or the nominated bank account to be debited is invalid, the Application to
Purchase shall be automatically canceled and any prior acceptance of the Application to Purchase shall be deemed revoked.

MINIMUM PURCHASE

A minimum purchase of Twenty Thousand Pesos (PHP20,000) shall be considered for acceptance. Purchases in excess of the
minimum shall be in multiples of Ten Thousand Pesos (PHP10,000).

ALLOTMENT OF THE BONDS

If the Bonds are insufficient to satisfy 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 and subject to EDC’s exercise of its right of rejection.

ACCEPTANCE OF APPLICATIONS

EDC and the Underwriters reserve the right to accept or reject applications to purchase 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 to the applicant by the relevant
Underwriter with whom such application to purchase the Bonds was made.

REFUNDS

If any application is rejected or accepted in part only, the application money or the appropriate portion thereof shall be returned
without interest to such applicant through the relevant Underwriter with whom such application to purchase the Bonds was made.
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PAYMENTS

The Paying Agent shall open and maintain a Payment Account, which shall be operated solely and exclusively by said Paying Agent
in accordance with the Registrar and Paying Agency Agreement, provided that beneficial ownership of the Payment Account shall
always remain with the Bondholders. The Payment Account shall be used exclusively for the payment of the relevant interest and
principal on each Payment Date.
The Paying Agent shall maintain the Payment Account for six (6) months from Maturity Date or date of early redemption. Upon
closure of the Payment Account, any balance remaining in such Payment Account shall be returned to the Company and shall be
held by the Company in trust and for the irrevocable benefit of the Bondholders with unclaimed interest and principal payments.

PURCHASE AND CANCELLATION

The Company 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 from all Bondholders. Bonds so purchased shall be redeemed and cancelled and may not be
re-issued.

REGISTRY OF BONDHOLDERS

The Bonds shall be issued in scripless form and shall be registered in the Electronic Registry of Bondholders maintained by the
Registrar. A Master Certificate 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 of Bondholders to be maintained by the Registrar. Initial placement of the
Bonds and subsequent transfers of interests in the Bonds shall be subject to applicable prevailing Philippine selling restrictions. The
names and addresses of the Bondholders and the particulars of the Bonds held by them and all subsequent sales/transfers of the
Bonds in the secondary market shall be entered in the Registry of Bondholders. Transfers of ownership shall be effected through
book-entry transfers in the electronic Registry of Bondholders.
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DESCRIPTION OF THE BONDS
The following is a description of certain terms and conditions of the Bonds. This description does not purport to be a complete
listing of all the rights, obligations and privileges of the Bonds. Some of these rights, obligations or privileges may be limited or
restricted by the documents referred to herein. Prospective investors are enjoined to carefully review the Articles of Incorporation,
By-Laws and resolutions of the Board of Directors and Shareholders of EDC, the information contained in this Prospectus, the Trust
Indenture, Underwriting Agreement, and other agreements relevant to the Offer and the Bonds.
Following are the Terms and Conditions (the “Terms and Conditions”) of the issue of up to PHP12,000,000,000 aggregate principal
amount of 8.6418% p.a. Five and a Half Year Fixed Rate Bonds (the “5½ -Year Bonds”) and 9.3327% p.a. Seven Year Fixed Rate
Bonds (the “7-Year Bonds”) that were authorized by a resolution of the Board of Directors of EDC dated October 14, 2009. The 5
½ -Year and 7-Year Bonds (collectively, the “Bonds”) are covered by a Trust Indenture (the “Trust Indenture”) dated November 13,
2009 made between EDC and Rizal Commercial Banking Corporation—Trust and Investments Division (the “Trustee” which
expression shall, wherever the context permits, include all other persons or companies for the time being acting as trustee or
trustees under the Trust Indenture). 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 Indenture. A registrar and paying agency agreement dated November 13,
2009 (the “Registrar and Paying Agency Agreement”) has been entered into in relation to the Bonds between EDC and PDTC as
paying agent and as registrar (as relevant, the “Paying Agent” or the “Registrar”).
The Trustee, as well as the Paying Agent and Registrar have no interest in, or relation to EDC, which may conflict with its role as
Trustee and Paying Agent and Registrar for the Offer.
No sinking fund will be established by EDC in respect of its payment obligations on the Bonds.
Copies of the Trust Indenture and the Registrar 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 Indenture and are deemed to have notice of those provisions
of the Registrar and Paying Agency Agreement applicable to them.

FORM, DENOMINATION AND TITLE

(a)

Form and Denomination

(b)

Title

(c)

Bond Rating

The Bonds are in scripless form, and are issued in denominations of Twenty Thousand Pesos (PHP20,000.00) each as a
minimum and in integral multiples of Ten Thousand Pesos (PHP10,000.00) thereafter, and shall be subsequently traded in
denominations of Ten Thousand Pesos (PHP10,000.00) in the secondary market.

Legal title to the Bonds shall be shown in the Registry of Bondholders maintained by the Registrar. A notice confirming
the principal amount of the Bonds purchased by each applicant in the Offer 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 of Bondholders maintained by the Registrar. Settlement in
respect of such transfer or change of title to the Bonds, including the settlement of any cost arising from such transfers,
including, but not limited to, documentary stamp taxes, if any, arising from subsequent transfers, shall be for the account
of the relevant Bondholder.

The Bonds have been rated PRS Aaa by Philippine Rating Services Corporation (“PhilRatings”) as of September 25, 2009.
A rating of Aaa denotes the smallest degree of investment risk where interest payments are protected by a large, or by
an exceptionally stable margin, and where repayment of principal is secured. 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 will monitor the compliance of the Bonds with the regular annual reviews.

TRANSFER OF BONDS

(a)

Registry of Bondholders

EDC shall cause the Registry of Bondholders 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 all transfers of the Bonds shall be entered in the
Registry of Bondholders. As required by Circular No. 428-04 issued by the BSP, the Registrar shall send each Bondholder
a written statement of registry holdings at least quarterly (at the cost of EDC), 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
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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.

(b)

Transfers; Tax Status

Bondholders may transfer their Bonds 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 that is not an Interest Payment Date, tax-exempt
entities trading with non tax-exempt entities shall be treated as non tax-exempt 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, including the tax status of the transferor or transferee, as appropriate, together with the
supporting documents specified under paragraph (a) of “Payment of Additional Amounts; Taxation”, below, within
three days from the settlement date for such transfer.
Transfers effected during the period between the Record Date and the relevant Payment Date are deemed restricted
transfers of the Bonds. In addition, Bondholders with deficient documents shall not be allowed to execute transfers.

RANKING

The Bonds constitute direct, unconditional, unsecured and unsubordinated Peso-denominated obligations of EDC and will 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 EDC, other than obligations preferred by the law.

INTEREST

Interest Accrual and Interest Payment Dates

The 5½ -Year Bonds bear interest on its principal amount from and including the Issue Date at the rate of 8.6418% per annum and
the 7-Year Bonds bear interest on its principal amount from and including the Issue Date at the rate of 9.3327% per annum.
Interest on the Bonds shall be paid on June 4 and December 4 of each year (each of which, for purposes of this paragraph is an
“Interest Payment Date”), commencing on June 4, 2010, 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 cut-off date in determining the existing Bondholders entitled to receive interest or principal amount due shall be the Record
Date. No transfers of the Bonds may be made during this period intervening between and commencing on the Record Date and the
relevant Interest Payment Date.
Each Bond will cease to bear interest from and including the Maturity Date, as defined in “Redemption and Purchase-- (a) Final
Redemption”, below, 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 paragraph “Payment During Default”, below, will apply.

Computation of Interest Due

Interest shall be calculated on the basis of a three hundred sixty (360) day year consisting of twelve (12) months of thirty (30) days
each, regardless of the actual number of days in an interest period.

REDEMPTION AND PURCHASE

(a)

Final Redemption

(b)

Redemption for Taxation Reasons

Unless previously redeemed, the 5½ -Year Bonds will be redeemed at par or one hundred percent (100%) of face value
on June 4, 2015 and the 7-Year Bonds will be redeemed at par or one hundred percent (100%) of face value on
December 4, 2016 (each, the “Maturity Date”). However, payment of all amounts due on such date may be made by
EDC through the Paying Agent, on the succeeding Business Day if the relevant Maturity Date is not a Business Day,
without adjustment with respect to the amount of interest payable.

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 EDC, EDC
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 to the Trustee) at 100% of the face value of the Bonds plus accrued interest.
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(c)

Change in Law or Circumstance

In the event that any provision of the Trust Indenture or other related documents is or becomes, for any reason, invalid,
illegal or unenforceable to the extent that it becomes for any reason unlawful for EDC to give effect to its rights or
obligations hereunder, or to enforce any provisions of the Trust Indenture or other related documents in whole or in part,
or any law is introduced to prevent or restrain the performance by the parties hereto of their obligations under the Trust
Indenture or other related documents. EDC shall provide the Trustee an opinion of legal counsel confirming the foregoing,
such counsel being reasonably acceptable to the Trustee. Thereupon, the Trustee, upon notice to EDC, shall declare the
principal amount of the Bonds, including all accrued interest and other charges thereon, if any, to be immediately due
and payable, and upon such declaration, the same shall be immediately due and payable without any prepayment penalty,
notwithstanding anything in the Trust Indenture and other related documents to the contrary.

PAYMENTS
The principal of, interest on, and all other amounts payable on the Bonds will be payable to the Bondholders, as of the relevant
Record Date, as follows: not later than 12:00 noon of each relevant Payment Date, the Paying Agent shall pay on behalf of EDC the
amounts due in respect of the Bonds by crediting the proper amounts via Real Time Gross Settlement (RTGS), net of applicable
final taxes and fees, to the Demand Deposit Account (DDA) of the bank designated by each Bondholder for the purpose. The
principal and interest on the Bonds will be payable in Pesos. Any payment of interest on, or the principal of the Bonds which remain
unclaimed from the designated cash settlement bank of the Bondholders after the same shall have become due and payable, shall
be retained by the designated cash settlement bank in a suspense account until correction of the cash settlement account by the
Bondholder is effected and credit of relevant cash entitlement and/or principal is completed at the Bondholder’s risk.
EDC will 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 and EDC may terminate the appointment of the Paying Agent, subject as provided in the Registrar and Paying Agency
Agreement. In the event of the appointed office of any bank being unable or unwilling to continue to act as the Paying Agent, EDC
shall appoint the Makati City office of such other leading bank in the Philippines 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 20% to 30% 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 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 the Philippines, including but not limited to, issue, registration or any similar tax
or other taxes and duties, including interest and penalties. If such taxes or duties are imposed, the same shall be for the account of
EDC. Provided, however, that EDC shall not be liable for:
(a)

(b)
(c)

(d)
(e)

The applicable final withholding tax applicable on interest earned on the Bonds prescribed under the National Internal
Revenue Code of 1997, as amended and its implementing rules and regulations as may be in effect from time to time,
(the “Tax Code”). 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 EDC
as being sufficient in form and substance: (i) certified true copy of the tax exemption certificate, ruling or opinion issued
by the Bureau of Internal Revenue 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 EDC and the Registrar and Paying Agent of any suspension or revocation of the tax exemption
certificates or preferential rate entitlement, and agreeing to indemnify and hold EDC 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 (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, consularized proof of the Bondholder’s legal domicile in the relevant treaty state, and
confirmation acceptable to EDC that the Bondholder is not doing business in the Philippines, provided further, that all
sums payable by EDC 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;
Gross Receipts Tax under Section 121 of the Tax Code;

Taxes on the overall income of any securities dealer or Bondholder, whether or not subject to withholding;

Value Added Tax (“VAT”) under Sections 106 to 108 of the Tax Code, and as amended by Republic Act (R.A.) No. 9337;
Local business tax.
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Documentary stamp tax for the primary issue of the Bonds and the execution of the Trust Indenture and other related documents,
if any, shall be for EDC’s account.

FINANCIAL RATIOS

Similar to the financial covenants contained in other agreements of the Company covering its unconditional, unsubordinated and
unsecured debts, the Company shall maintain the following financial ratios:
1.
2.
3.

Current Ratio of not less than 1:1;
Debt-Equity Ratio of not more than 70:30; and
Debt Service Coverage Ratio of at least 1.2x.

NEGATIVE PLEDGE

So long as any Bond remains outstanding (as defined in the Trust Agreement), EDC shall not, directly or indirectly, incur or suffer to
exist any Lien upon any of its assets and revenues, present and future, or enter into any loan facility agreement secured by or to be
secured by a Lien upon any of its assets and revenues, present and future, unless it has made or will make effective provisions,
satisfactory to the Majority Bondholders, in the Majority Bondholders’ absolute discretion, whereby the Lien thereby created will
secure, on an equal first ranking and ratable basis, any and all the obligations of EDC hereunder and such other Debt which such
Lien purports to secure; provided, that the foregoing restriction shall not apply to the following (each a “Permitted Lien” and
together, the “Permitted Liens”):
(a)

Liens for taxes, assessments or governmental charges or levies which are being contested in good faith;

(b)

Liens arising by operation of law (including, for the avoidance of doubt, any preference or priority under Article 2244,
paragraph 14(a) of the Civil Code of the Philippines existing prior to the date of this Agreement) on any property or asset
of EDC, including, without limitation, amounts owing to a landlord, carrier, warehouseman, mechanic or materialman and
any Liens pursuant to workers’ compensation, unemployment insurance and other social security laws;

(c)

Liens incurred or deposits made in the ordinary course of business to secure (or obtain letters of credit that secure) the
performance of tenders, statutory obligations, surety or appeal bonds, bonds for release of attachment, stay of execution
or injunction, bids, tenders, leases, government contracts and similar obligations (including, without limitation, cash
collaterals or hold-out arrangements to secure the repayment of any letter of credit which may be submitted by EDC or
any of its Subsidiaries or affiliates in relation to acquisition transactions (whether through competitive bidding or
otherwise) of any power plant and related facilities undertaken or administered by PSALM or any other governmental
authority or agency), and greenfield projects or expansion projects undertaken by EDC or any company in which EDC has
an effective equity ownership of at least twenty per cent (20%);

(d)

Liens created on EDC’s shareholdings in Subsidiaries or affiliates (whether now existing or acquired hereafter) to secure
any debt incurred by such Subsidiaries or affiliates for project financing;

(e)

Liens created by or resulting from any litigation or legal proceeding which is effectively stayed while the underlying claims
are being contested in good faith by appropriate proceedings and with respect to which EDC has established adequate
reserves on its books in accordance with PAS/PFRS;

(f)

Liens arising from leases or subleases granted to others, easements, zoning restrictions, rights-of-way and similar charges
or encumbrances on real property imposed by Applicable Law or arising in the ordinary course of business that are not
incurred in connection with the incurrence of a Debt and that do not materially detract from the value of the affected
property or materially interfere with the ordinary conduct of business of EDC;

(g)

Liens incidental to the normal conduct of the business of EDC or ownership of its properties and which are not incurred in
connection with the incurrence of a Debt and which do not in the aggregate materially impair the use of such property in
the operation of the business of EDC or the value of such property for the purpose of such business;

(h)

Liens upon tangible personal property (by purchase or otherwise) granted by EDC to (i) the vendor, supplier, any of their
affiliates or lessor of such property, or (ii) other lenders arranged to secure Debt representing the costs of such property,
or incurred to refinance the same principal amount of such purchase money debt outstanding at the time of the
refinancing, and not secured by any other asset other than such property;

(i)

Pre-existing Liens on after-acquired property of EDC; and

(j)

Liens created with the prior written consent of the Majority Bondholders.
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EVENTS AND CONSEQUENCES OF DEFAULT

EDC shall be considered in default under the Bonds and the Trust Indenture in case any of the following events (each an “Event of
Default”) shall occur and is continuing:

Payment Default

EDC fails to pay any of the principal, interest and fees or any other sum payable by EDC under the Bonds, as and when
due and payable at the place and in the currency in which it is expressed to be payable; provided, that such non-payment
shall not constitute an Event of Default if it is solely due to an administrative or technical reason not attributable to the
fault or negligence of EDC affecting the transfer of funds despite timely payment instruction having been given by EDC
and such payment is received by the Paying Agent within two (2) Business Days from the relevant due date.

Representation Default

Any representation or warranty made or repeated by EDC in any of the Bonds is incorrect or misleading in any material
respect when made or deemed to have been made or repeated, and the same is not cured within a period of thirty (30)
days after written notice of such failure given by the Trustee is received by EDC.

Other Provisions Default

EDC fails to perform or comply with any term, obligation or covenant of the Bonds which would materially and adversely
affect the ability of EDC to meet its obligations under the Terms and Conditions and such failure is not remediable or, if
remediable (in the reasonable opinion of the Majority Bondholders), shall continue unremedied during the applicable
grace period or, in the absence of such grace period, within a period of thirty (30) days after written notice of such failure
given by the Trustee is received by EDC.

Cross Default and Cross Acceleration

EDC fails to pay or defaults in the payment of any installment of the principal or interest relative to any Financial
Indebtedness, or fails to comply with or to perform, any other obligation, or commits a breach or violation of any of the
terms, conditions or stipulations, which non-compliance, breach or violation shall result in the acceleration of payment of
any Financial Indebtedness of EDC under any agreement, contract or document with the Bondholder or any Person,
whether executed prior to or after the date hereof or under which EDC has agreed to act as guarantor, surety or
accommodation party in the same amount or more, which, under the terms of such agreement, contract, document,
guaranty or suretyship, including any agreement similar or analogous thereto, shall constitute a default thereunder after
allowing for all applicable grace periods; provided, that no Event of Default shall occur under this paragraph unless the
aggregate amount involved in the occurrence of one or more of the above events or breaches is at least Five Million U.S.
Dollars (USD5,000,000.00).

Cancellation of License

Any Governmental Approval now or hereafter necessary to enable EDC to comply with its obligations under the Bonds or
required for the conduct of its business and operations shall be withdrawn, withheld, revoked, cancelled or otherwise
terminated in a manner which, in the reasonably opinion of the Bondholders, would materially and adversely affect the
ability of EDC to comply with such obligations or would materially and adversely affect the financial condition or
operations of EDC taken as a whole, and such Governmental Approval is not reinstated within thirty (30) Business Days of
having been so withdrawn, revoked, terminated or cancelled or, in the case of such Governmental Approval being
withheld, the same is not issued within thirty (30) Business Days from the time that the absence of such Governmental
Approval resulted in a material and adverse effect on the ability of EDC to comply with its obligations under the Bonds or
on the financial condition or operations of EDC, taken as a whole; provided, that in the event one or more GSCs or
GRESCs is withdrawn, revoked or cancelled, which withdrawal or cancellation would result in a Material Adverse Effect,
the curing period shall be limited to five (5) Business Days from the time such withdrawal, revocation or cancellation is
effected.

Inability to Pay Debts; Bankruptcy Default

EDC becomes insolvent or unable to pay its Debts when due or commits or suffers any act of bankruptcy, which term
shall include: (i) the filing of a petition, by or against EDC, in any bankruptcy, insolvency, administration, suspension of
payment, rehabilitation, reorganization, winding-up, dissolution, moratorium or liquidation proceeding of EDC, or any
other proceeding analogous in purpose and effect, unless for such petition filed against EDC, it is contested in good faith
by EDC in appropriate proceedings or otherwise dismissed by the relevant court within sixty (60) days from the filing of
such petition; (ii) the making of a general assignment by EDC for the benefit of its creditors; (iii) the admission in writing
by EDC, through its President, Chief Executive Officer, Chief Operating Officer or Chief Finance Officer, of its general
inability to pay its Debts; (iv) the entry of any order of judgment of any competent court, tribunal or administrative
agency or body confirming the bankruptcy or insolvency of EDC or approving any reorganization, winding-up or
liquidation of EDC, unless withdrawn or revoked by the appropriate court, tribunal or administrative agency or body within
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sixty (60) days from entry of such order of judgment; (v) the lawful appointment of a receiver or trustee to take
possession of a substantial portion of the properties of EDC, unless contested in good faith by EDC in appropriate
proceedings; or (vi) the taking of any corporate action by EDC to authorize any of the foregoing, unless withdrawn or
rescinded within sixty (60) days from the taking of such action.

Expropriation

Any act or deed or judicial or administrative proceedings in the nature of an expropriation, confiscation, nationalization,
acquisition, seizure, sequestration or condemnation of or with respect to all or a material part of the business and
operations of EDC, or all or substantially all of the property or assets of EDC, shall be undertaken or instituted by any
Governmental Authority, unless such act, deed or proceeding is otherwise contested in good faith by EDC in an
appropriate proceeding.

Judgment Default

A final and executory judgment, decree or order for the payment of money, damages, fine or penalty or its equivalent
shall be rendered against EDC which, together with all other judgments against EDC then outstanding and unsatisfied,
may in the reasonable opinion of the Majority Bondholders (which opinion shall be exercised in good faith, fairly and
equitably) materially and adversely affect the ability of EDC to comply with its obligations under the Bonds, and (i) EDC
has failed to demonstrate to the reasonable satisfaction of the Majority Bondholders within thirty (30) days of the
judgment, decree or order being entered that it is reasonably certain that the judgment, decree or order will be satisfied,
discharged or stayed within thirty (30) days of the judgment, decree or order being entered, or (ii) the said final
judgment, decree or order is not paid, discharged, stayed or fully bonded within thirty (30) days after the date when
payment of such judgment, decree or order is due.

Attachment

An attachment or garnishment of or levy upon any of the properties of EDC is made which materially and adversely
affects the ability of EDC to pay its obligations under the Bonds and is not discharged or stayed within thirty (30) days (or
such longer period as EDC satisfies the Majority Bondholders is appropriate under the circumstances) of having been so
imposed.

Contest

EDC (acting through its President, Chief Executive Officer, Chief Operating Officer or Chief Finance Officer) shall contest in
writing the validity or enforceability of the Bonds or shall deny in writing the general liability of EDC under the Bonds.

CONSEQUENCES OF DEFAULT

Declaration by the Majority Bondholders

If any one or more of the Events of Default shall have occurred and be continuing, the Trustee upon the written direction of
the Majority Bondholders, by notice in writing delivered to EDC, or the Majority Bondholders, by notice in writing delivered to
EDC and the Trustee, may declare all amounts due, including the principal of the Bonds, all accrued interest and other charges
thereon, if any, to be immediately due and payable, and upon such declaration the same shall be immediately due and
payable, anything contained in this Trust Indenture or in the Bonds to the contrary notwithstanding.

Notice from the Trustee

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

By notice in writing to EDC, the Paying Agent and the Registrar, require the Paying Agent and the Registrar to:
(a) Act thereafter as agents of the Bondholders represented by the Trustee on the terms provided in the
Registrar and Paying Agency Agreement (with consequential amendments as necessary and save that the
Trustee’s liability under any provisions thereof for the indemnification, remuneration and payment of out-ofpocket 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 this Trust Indenture in relation to the Bonds and available to the Trustee for such
purpose) and thereafter to hold all evidence of all bonds and all sums, documents and records held by them
in respect of the Bonds on behalf of the Trustee; and/or
(b) Deliver all Bond Certificates 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.

(ii)

By notice in writing to EDC require EDC to make all subsequent payments in respect of the Bonds to the order of
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the Trustee and with effect from the issue of any such notice until such notice is withdrawn, proviso (x) above and
Section 4.1(a) of the Trust Indenture shall cease to have effect.

PENALTY INTEREST

Upon the occurrence and during the continuance of any Event of Default, EDC shall pay interest on all amounts then due under and
owing to the Bondholder under this Trust Indenture, including but not limited to the unpaid principal amount and any interest
thereon, at a rate equal at all times to twelve percent (12%) per annum over and above and in addition to the Interest Rate
computed on the actual number of days from and including the date on which the said amount/s became due until full payment
thereof on a year of three hundred sixty (360) days.

PAYMENT IN THE EVENT OF DEFAULT

EDC hereby covenants that in case any Event of Default shall occur and be duly declared in accordance with these Terms and
Conditions, then, in any such case, EDC 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, and in addition thereto, EDC 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.
Subject to Section 2.4 of the Trust Indenture, EDC shall reimburse the Trustee all costs and expenses incurred in connection with
enforcing payment of principal and/or interest on the Bonds upon the occurrence of an Event of Default. Notwithstanding any
contrary provision, any such costs incurred by the Trustee shall not require the prior approval of EDC.

APPLICATION OF PAYMENTS

Any money collected or delivered to the Paying Agent under this Section and any other funds held by it, subject to any other
provision of this Trust Indenture, the Paying Agency Agreement and Registry Agreement relating to the disposition of such money
and funds, shall be applied by the Paying Agent in the order of preference as follows: first, to the payment to the Trustee, the
Registrar and Paying Agent, of the costs, expenses, fees and other charges of collection, including reasonable compensation to
them, their agents, attorneys and counsel, and all reasonable expenses and liabilities incurred or disbursements made by them,
without negligence or bad faith; second, to the payment of the interest in default, in the order of the maturity of such interest with
Penalty Interest; third, to the payment of the whole amount then due and unpaid upon the Bonds for principal and interest, with
Penalty Interest; and fourth, the remainder, if any shall be paid to EDC, its successors or assigns, or to whoever may be lawfully
entitled to receive the same, or as a court of competent jurisdiction may direct.

REMEDIES

All remedies conferred by the Trust Indenture 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 extra-judicial proceedings
appropriate to enforce the conditions and covenants of this Trust Indenture, subject to the Bondholders’ Ability to File Suit as
defined in the paragraph “Waiver or Revocation of Default by the Bondholders”, below.
No delay or omission by the Trustee or the Bondholders 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 by this Trust Indenture to the Trustee or the Bondholders may be exercised from time to time
and as often as may be necessary or expedient.

PRESCRIPTION

Claims in respect of principal and interest or other sums payable hereunder will be prescribed unless made within ten (10) years (in
the case of principal or other sums) or five (5) years (in the case of interest) from the date on which payment becomes due.

ABILITY TO FILE SUIT

No Bondholder shall have any right by virtue of or by availing of any provision of the Trust Indenture to institute any suit, action or
proceeding for the collection of any sum due from EDC hereunder on account of principal, interest and other charges, or for the
appointment of a receiver or trustee, or for any other remedy hereunder unless (i) such Bondholder previously shall have given to
the Trustee written notice of an Event 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; (ii) the Majority Bondholders
shall have decided and made the written request upon the Trustee to institute such action, suit or proceeding in its own name; (iii)
the Trustee for sixty (60) days after the receipt of such notice and request shall have neglected or refused to institute any such
action, suit or proceeding and (iv) no directions inconsistent with such written request shall have been given under a waiver of
default by the Bondholders, it being understood and intended, and being expressly covenanted by every Bondholder with every
other Bondholder and the Trustee, that no one or more Bondholders shall have any right in any manner whatever by virtue of or by
availing of any provision of the Trust Indenture 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 Indenture,
except in the manner herein provided and for the equal, ratable and common benefit of all the Bondholders.
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WAIVER OF DEFAULT BY THE 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 may on behalf of the Bondholders waive any past Default
except the Events of Default and the consequences of such declaration, upon such terms, conditions and agreement, if any, as they
may determine; provided that no Default arising from the following circumstances described in the paragraph “Events of Default”,
above: (a) Payment Default, Condition 9(b) (Representation Default), Condition 9(d) (Cross Default and Cross Acceleration),(e)
(Cancellation of License), and (f) (Inability to Pay Debts; Bankruptcy Default), and its consequences, may be waived or revoked;
provided further that, no such waiver or revocation shall extend to or shall affect any subsequent Default or shall impair any right
arising therefrom.
In case of any such waiver or revocation, EDC, the Trustee and the Bondholders shall be restored to their former positions and
rights hereunder; but no such waiver or revocation shall extend to any subsequent or other Default or impair any right arising
therefrom. Any such waiver or revocation 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.
The Trustee shall, within five (5) Business Days after receipt of the written waiver from the Majority Bondholders of any Event of
Default or revocation of any default previously declared, give to the Bondholders written notice of such waiver, or revocation known
to it via publication in a newspaper of general circulation in Metro Manila for two (2) consecutive days as soon as practicable,
indicating in the published notice an Event of Default has occurred and has been waived or a declaration of a default has been
revoked by the Majority Bondholders.
TRUSTEE;

(a)

NOTICES

To the Trustee

All documents required to be submitted to the Trustee pursuant to the Trust Indenture and the Prospectus and all
correspondence addressed to the Trustee shall be delivered to:
To the Trustee
Attention

:

TRUST OFFICER

Address

:

9/F Yuchengco Tower I
RCBC Plaza, Ayala Avenue
Makati City

Facsimile

:

(632) 878 3377

Telephone

:

(632) 894 9000 Loc. 1131

All documents and correspondence not sent to the above-mentioned address shall be considered as not to have been sent at all.

(b)

To the Bondholders

Notices to Bondholders shall be sent to their mailing address as set forth in the Registry of Bondholders when required to
be made through registered mail, surface mail, electronic mail, in case the Bondholder has provided his email address to
the Trustee in the Application to Purchase the Bonds or in writing to the Trustee with instruction to send notices by
electronic mail, or personal delivery. 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 one of the following modes: (i) registered
mail; (ii) surface mail; (iii) by one-time publication in a newspaper of general circulation in the Philippines; (iv) personal
delivery to the address of record in the Registry of Bondholders; (v) electronic mail; or (vi) disclosure through the Online
Disclosure System of the PDEx. The Trustee shall rely on the Registry of Bondholders 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 date of publication; (iv) on date
of delivery, by personal delivery; (v) on date of transmission from the electronic mail server of the Trustee; and (vi) on
the date that the disclosure is uploaded on the website of the PDEx, respectively.
A notice to the Trustee is notice to the Bondholders. The publication in a newspaper of general circulation in the
Philippines of a press release or news item about a communication or disclosure made by EDC to the Securities and
Exchange Commission or the PDEx on a matter relating to the Bonds shall be deemed a notice to the Bondholders of said
matter on the date of the first publication.
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(c)

Binding and Conclusive Nature

Except as provided in the Trust Indenture, all notifications, opinions, determinations, certificates, calculations, quotations
and decisions given, expressed, made or obtained by the Trustee for the purposes of the provisions of the Trust
Indenture, will (in the absence of willful default, bad faith or manifest error) be binding on EDC, and all Bondholders and
(in the absence as referred to above) no liability to EDC, the Registrar and 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
Indenture.

THE TRUSTEE

(a)

(b)

Duties and Responsibilities

(i)

The Trustee is hereby appointed as trustee for and in behalf of the Bondholders and accordingly shall perform such
duties and shall have such responsibilities as expressly provided in herein.

(ii)

The Trustee shall, in accordance with these Terms and Conditions, monitor the compliance or non-compliance by
EDC with all its representations and warranties, and EDC’s observance of all its covenants and performance of all its
obligations, under and pursuant to this Trust Indenture.

(iii)

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 Indenture and its Terms and
Conditions.

(iv)

The Trustee, in the performance of its duties, shall exercise such rights and powers vested in it by this Trust
Indenture, and use the 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.

Liability of the Trustee
No provision of this Trust Indenture shall be construed to relieve the Trustee from liability for its own gross negligent
action, its own gross negligent failure to act or its willful misconduct, provided that:
(i)

Prior to the occurrence of an Event of Default or after the curing or the waiver of all Events of Default which may
have occurred, in the absence of bad faith on the part of the Trustee, the Trustee may conclusively rely upon, as to
the truth of the statements and the correctness of the opinion expressed in, any certificate or opinion furnished to
the Trustee conforming to the requirements of the Trust Indenture;

(ii)

The Trustee shall not be liable for any error of judgment made in good faith by their respective responsible officer or
officers, unless it shall be proven that the Trustee was grossly negligent in ascertaining the pertinent facts; and

(iii)

The Trustee shall not be liable with respect to any action taken or omitted to be taken by them in good faith in
accordance with the direction of the Majority Bondholders relating to 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
under the Trust Indenture.

None of the provisions contained in this Trust Indenture shall require the Trustee to expend or risk its own funds or
otherwise incur personal financial liability in the performance of any of their duties or in the exercise of any of their rights
or powers if, in the determination of the Trustee, there is reasonable ground for believing that the repayment of such
funds or liability is not reasonably assured to them under the terms of this Trust Indenture.

(c)

Ability to Consult Counsel
(i)

The Trustee may consult with reputable counsel in connection with the duties to be performed by the Trustee under
this Trust Indenture and any opinion of such counsel shall be full and complete authorization and protection in
respect of any action taken or omitted to be taken by the Trustee hereunder in good faith and in accordance with
such opinion; provided that, prior to taking or not taking such action for which opinion of counsel is sought, the
Trustee shall inform EDC of the relevant opinion of counsel; provided further that, the Trustee shall not be bound by
the foregoing condition to inform EDC of counsel’s opinion if the opinion of counsel which is being sought by the
Trustee pertains to, or involves actions to be undertaken due to, an Event of Default or issues pertaining thereto.

(ii)

Notwithstanding any provision of the Trust Indenture authorizing the Trustee conclusively to rely upon any
certificate or opinion, the Trustee may, before taking or refraining from taking any action in reliance thereon, require
further evidence or make any further investigation as to the facts or matters stated therein which they may in good
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faith deem reasonable in the circumstances; and the Trustee shall require such further evidence or make such
further investigation as may reasonably be requested in writing by the Majority Bondholders.

(d)

The Trustee as Owner of the Bonds
The Trustee, in its individual or any other capacity, may become a holder of the Bonds with the same rights it would have
if it were not the Trustee and the Trustee shall otherwise deal with EDC in the same manner and to the same extent as
though it were not the Trustee hereunder; provided, that such ownership shall not be considered a conflict of interest
requiring resignation or change of the Trustee under the paragraph “The Trustee, (e) Resignation and Change of
Trustee”, below.

(e)

(f)

Resignation and Change of Trustee
(i)

The Trustee may at any time resign by giving thirty (30) days prior written notice to EDC and to the Bondholders of
such resignation.

(ii)

Upon receiving such notice of resignation of the Trustee, EDC shall immediately appoint a successor trustee by
written instrument in duplicate, executed by its authorized officers, one copy of which instrument shall be delivered
to the resigning Trustee and one copy to the successor trustee. If no successor trustee shall have accepted such
appointment within forty-five (45) days after the resigning Trustee has served its notice of resignation on EDC, the
resigning Trustee, on behalf of the Bondholders and with prior written notice to EDC, may appoint a successor
trustee. Upon the acceptance of any appointment as trustee by a successor trustee, such successor trustee shall
thereupon succeed to and become vested with all the rights, powers, privileges and duties of the resigning Trustee,
and the resigning Trustee shall be discharged from its duties and obligations. The resigning Trustee shall cooperate
with the successor trustee and the Bondholders in all reasonable ways to ensure an orderly turnover of its functions
and the records in its custody. Subject to the provisions of Subsection (d) above, such a successor trustee should
possess all the qualifications required under pertinent laws.

(iii)

In case at any time the Trustee shall become incapable of acting, or has acquired conflicting interest, or shall be
adjudged as bankrupt or insolvent, or a receiver for the Trustee, or of its property shall be appointed, or any public
officer shall take charge or control of the Trustee, or of its properties or affairs for the purpose of rehabilitation,
conservation or liquidation, then EDC may within thirty (30) days therefrom remove the Trustee concerned, and
appoint a successor trustee, by written instrument in duplicate, executed by its authorized officers, one copy of
which instrument shall be delivered to the Trustee so removed and one copy to the successor trustee. If EDC fails
to remove the Trustee concerned and appoint a successor trustee, any bona fide Bondholder shall petition any court
of competent jurisdiction for the removal of the Trustee concerned and the appointment of a successor trustee.
Such court may thereupon after such notice, if any, as it may deem proper, remove the Trustee and appoint a
successor trustee. Upon the acceptance of any appointment as trustee by a successor trustee, such successor
trustee shall thereupon succeed to and become vested with all the rights, powers, privileges and duties of the
removed Trustee, and the removed Trustee shall be discharged from its duties and obligations. The removed
Trustee shall cooperate with the successor trustee and the Bondholders in all reasonable ways to ensure an orderly
turnover of its functions and the records in its custody. Subject to the provisions of Subsection (d) above, such
successor trustee should possess all the qualifications required under pertinent laws.

(iv)

The Majority Bondholders may at any time remove the Trustee for cause, and appoint a successor trustee, by the
delivery to the Trustee so removed, to the successor trustee and to EDC, the required evidence under the provisions
on Evidence Supporting the Action of the Bondholders in the Terms and Conditions.

(v)

Any resignation or removal of the Trustee and the appointment of a successor trustee pursuant to any of the
provisions of this Subsection shall become effective upon the earlier of: (i) acceptance of appointment by the
successor trustee as provided in Subsection (e)(ii) or (e) (iii); or (ii) the effectivity of the resignation notice sent by
the Trustee under Subsection (e)(i) (the “Resignation Effective Date”) or the lapse of the 30-day period from the
time the cause for removal under Subsection (e)(iii) arose (the “Removal Effective Date”) provided, however, that
after the Resignation Effective Date or the Removal Effective Date and, as relevant, until a successor trustee is
qualified and appointed (the “Holdover Period”), the resigning or removed Trustee shall discharge duties and
responsibilities solely as a custodian of records for turnover to the successor Trustee promptly upon the appointment
thereof by EDC or by the removed or resigned Trustee, provided further that the resigning Trustee shall be entitled
the fee stipulated in Section 2.2 of the Trust Indenture during the Holdover Period.

Successor Trustee
(i)

Any successor trustee appointed as provided this paragraph shall execute, acknowledge and deliver to EDC and to
its predecessor Trustee an instrument accepting such appointment hereunder, and thereupon the resignation or
removal of the predecessor Trustee shall become effective and such successor trustee, without further act, deed or
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conveyance, shall become vested with all the rights, powers, trusts, duties and obligations of its predecessor in the
trusteeship hereunder with like effect as if originally named as trustee herein; but, nevertheless, on the written
request of EDC or of the successor trustee, the Trustee ceasing to act shall execute and deliver an instrument
transferring to such successor trustee, upon the trusteeship herein expressed, all the rights, powers and duties of
the Trustee so ceasing to act. Upon request of any such successor trustee, EDC shall execute any and all
instruments in writing as may be necessary to fully vest in and confer to such successor trustee all such rights,
powers and duties.
(ii)

(g)

Upon acceptance of the appointment by a successor trustee as provided in this Subsection, EDC shall notify the
Bondholders in writing of the succession of such trustee to the trusteeship herein provided. If EDC fails to notify the
Bondholders within ten (10) days after the acceptance of appointment by the successor trustee, the latter shall
cause the Bondholders to be notified at the expense of EDC.

Merger or Consolidation
Any corporation into which the Trustee may be merged or with which it may be consolidated or any corporation resulting
from any merger or consolidation to which the Trustee shall be a party or any corporation succeeding to the business of
the Trustee shall be the successor of the Trustee hereunder without the execution or filing of any paper or any further act
on the part of any of the parties hereto, anything herein to the contrary notwithstanding, provided that, such successor
trustee shall be eligible under the provisions of this Trust Indenture and the Securities Regulation Code; however, where
such successor trustee is not qualified under the pertinent Laws, then the provisions under the paragraph “The Trustee,
(e) Resignation and Change of Trustee” shall apply.

(h)

Reliance
In the performance of its obligations under this Trust Indenture, the Trustee is entitled to rely on the records of the
Registrar, but shall exercise such judgment and care under the circumstances then prevailing, that individuals of
prudence, discretion and intelligence, and familiar with such matters exercise in the management of their own affairs.

In addition, the Trustee shall not be held liable for any of its act or omission unless (i) such act or omission was committed with
fraud, evident bad faith, gross or willful negligence, or (ii) the Trustee failed to exercise the skill, care, prudence and/or diligence
required by law and under the circumstances.

REPORTS TO THE BONDHOLDERS
(a)

(b)

The Trustee shall submit to the Bondholders on or before January 31 of each year from the Issue Date until full payment
of the Bonds, a brief report dated as of December 31 of the immediately preceding year with respect to:
(i)

The funds, if any, physically in the possession of the Paying Agent held in trust for the Bondholders on the date of
such report; and

(ii)

Any action taken by the Trustee in the performance of its duties under the Trust Indenture which it has not
previously reported and which in its opinion materially affects the Bonds, except an action in respect of a default,
notice of which has been or is to be withheld by it.

The Trustee shall likewise submit to the Bondholders a brief report within ninety (90) days from the date of any
transaction entered into by the Trustee involving amounts (individually or in aggregate) equivalent to at least ten percent
(10%) of the aggregate outstanding principal amount of the Bonds at such time, the reimbursement of which may claim a
lien or charge ranking ahead of the Bondholders on the funds received by the Paying Agent, describing the character,
amount and the circumstances of such transaction.

MEETINGS OF THE BONDHOLDERS

A meeting of the Bondholders may be called at any time for the purpose of taking any actions authorized to be taken by or on
behalf of the Bondholders of any specified aggregate principal amount of Bonds under any other provisions of the Trust Indenture
or under the law and such other matters related to the rights and interests of the Bondholders under the Bonds.

( A)

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
up any allowed action, to be held at such time and at such place as the Trustee shall determine. Notice of every meeting
of the Bondholders, setting forth the time and the place of such meeting and the purpose of such meeting in reasonable
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detail, shall be sent by the Trustee to EDC and to each of the registered Bondholders not earlier than fifteen (15) days
nor later than forty five (45) days prior to the date fixed for the meeting.
The Trustee shall send notices in respect of any meeting called by EDC to obtain consent of the Bondholders to an
amendment of the Trust Agreement or the Bonds or waiver of any provisions of the Trust Agreement or the Bonds in the
following manner: a notice shall be sent to Bondholders detailing the amendments proposed and consents requested by
EDC not earlier than sixty (60) days nor later than forty five (45) days prior to the date fixed for the meeting, if the
Bondholder fails to respond as required by such notice, the Trustee shall send a second notice to such Bondholder not
later than fifteen (15) days prior to the date fixed for the meeting. Each of such notices shall be published in a newspaper
of general circulation as provided in the Trust Agreement. All reasonable costs and expenses incurred by the Trustee for
the proper dissemination of the requested meeting shall be reimbursed by the Company within ten (10) days from receipt
of the duly supported billing statement.

( B)

Failure of the Trustee to Call a Meeting

( C)

Quorum

(D)

Procedure for Meetings

In case at any time EDC, pursuant to a resolution of its board of directors or executive committee, 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, in accordance with the notice requirements, the notice of
such meeting within twenty (20) days after receipt of such request, then EDC or the Bondholders 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.

The Trustee shall determine and record the presence of the Majority Bondholders, personally or by proxy. The presence
of the Majority Bondholders shall be necessary to constitute a quorum to do business at any meeting of the Bondholders
except for any meeting called by EDC solely for the purpose of obtaining the consent of the Bondholders to an
amendment of the Trust Indenture or the Bonds or waiver of any provisions of the Trust Indenture or the Bonds, where
the failure of any Bondholder to transmit an objection to such proposal of EDC after at least two (2) notices to such
Bondholder have been sent by the Trustee, will be considered by the Trustee as an affirmative vote (and such Bondholder
will be considered present for quorum purposes by the Trustee) for the proposal of EDC.

(i)

The Trustee shall preside at all the meetings of the Bondholders unless the meeting shall have been called by EDC
or by the Bondholders, in which case EDC or the Bondholders calling the meeting, as the case may be, shall in like
manner move for the election of the chairman and secretary of the meeting.

(ii)

Any meeting of the Bondholders duly called may be adjourned from time to time for a period or periods not to
exceed in the aggregate of one (1) year from the date for which the meeting shall originally have been called and
the meeting as so adjourned may be held 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.

( E)

Voting Rights

(F)

Voting Requirement

To be entitled to vote at any meeting of the Bondholders, a person shall be a registered holder of one (1) or more Bonds
or a person appointed by an instrument in writing as proxy by any such holder as of the date of the said meeting.
Bondholders shall be entitled to one vote for every Ten Thousand Pesos (PHP10,000) face value of the Bond. 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 representatives of EDC and its legal counsel.

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 Bondholders present or represented in a meeting at which there is a
quorum except as otherwise provided in the Trust Indenture. 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 EDC as if the votes were unanimous. Provided that:
(i) in respect of any matter presented for resolution at any meeting of Bondholders that affect the rights and interests
of only the holders of the 5½- Year Bonds, a quorum and the affirmative vote of the Majority 5½- Year Bondholders,
exclusively, will be required to decide or approve such resolution; and
Page | 47

(ii)

(G)

in respect of any matter presented for resolution at any meeting of Bondholders that affect the rights and interests
of only the holders of the 7-Year Bonds, a quorum and the affirmative vote of the 7-Year Bondholders, exclusively,
will be required to decide or approve such resolution.

Role of the Trustee in Meetings of the Bondholders

Notwithstanding any other provisions of the Trust Indenture, 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 the Bonds, the appointment
of proxies by registered holders of the 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.

AMENDMENTS

EDC and the Trustee may amend the Terms and Conditions or the Bonds without notice to any Bondholder in order to correct an
error, clarify a provision or ensure consistency provided that no rights of any Bondholder are adversely affected thereby. Otherwise,
amendments shall require the written consent of the Majority Bondholders (including consents obtained in connection with a tender
offer or exchange offer for the Bonds). However, without the consent of each Bondholder affected thereby, an amendment may not:
(a)
(b)
(c)
(d)

Reduce the amount of Bondholder that must consent to an amendment or waiver;
Reduce the rate of or extend the time for payment of interest on any Bond;
Reduce the principal of or extend the Maturity Date of any Bond;
Impair the right of any Bondholder to receive payment of principal of and interest on such Holder’s Bonds on or after
the due dates therefor or to institute suit for the enforcement of any payment on or with respect to such Bondholders;
(e) Reduce the amount payable upon the redemption or repurchase of any Bond under the Terms and Conditions or
change the time at which any Bond may be redeemed;
(f) Make any Bond payable in money other than that stated in the Bond;
(g) Subordinate the Bonds to any other obligation of EDC;
(h) Release any Bond interest that may have been granted in favor of the Holders;
(i) Amend or modify the paragraphs, “Payment of Additional Amounts; Taxation”, “Events of Default”, or ”Waiver
of Default by the Bondholders”, above; or
(j) Make any change or waiver of this paragraph, “Amendments”.

It shall not be necessary for the consent of the Bondholders under this paragraph to approve the particular form of any proposed
amendment, but it shall be sufficient if such consent approves the substance thereof. After an amendment under this paragraph
becomes effective, the Company shall send a notice briefly describing such amendment to the Bondholders in the manner provided
under the paragraph, “Notices”, above.

EVIDENCE SUPPORTING THE ACTION OF THE BONDHOLDERS

Wherever in the Trust Indenture it is provided that the holders of a specified percentage of the aggregate outstanding principal
amount of the Bonds may take any action (including the making of any demand or requests, 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 instrument and any such record of meeting of the Bondholders.

GOVERNING LAW

The Trust Indenture and other related documents are governed by and are construed in accordance with Philippine law.

CERTAIN DEFINED TERMS

Except as otherwise provided and where context indicates otherwise, defined terms in these Terms and Conditions have the
meanings ascribed to them in the Trust Indenture.
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INTEREST OF NAMED EXPERTS
LEGAL MATTERS

Certain Philippine legal matters in connection with the Offer have been passed upon for the Company by Quiason Makalintal Barot
Torres Ibarra & Sison, the independent legal counsel of the Company, and for the Issue Manager and Lead Underwriters by Romulo
Mabanta Buenaventura Sayoc & De Los Angeles. The aforesaid counsels have no shareholdings in the Company, or any right,
whether legally enforceable or not, to nominate persons or to subscribe to the securities of the Company, in accordance with the
standards of independence required in the Code of Professional Responsibility and as prescribed by the Supreme Court of the
Philippines.

INDEPENDENT AUDITORS

The Company’s results of operations and financial position have been and will be affected by certain changes to Philippine Financial
Reporting Standard (PFRS).
The financial statements of EDC as at December 31, 2007 and 2008, and for the periods ended December 31, 2007 and 2008
appearing in this Prospectus have been audited by SyCip, Gorres, Velayo and Co. (“SGV & Co.”), independent auditors, as set forth
in their report thereon appearing elsewhere herein.
The Company’s Audit Committee reviews and approves the scope of audit work of the independent auditor and the amount of audit
fees for a given year. The amount will then be presented for approval by the stockholders in the annual meeting. As regards
services rendered by the external auditors other than the audit of financial statements, the scope of, and amount for the same are
subject to review and approval by the Audit Committee.
The aggregate fees billed for each of the last two fiscal years for professional services rendered by the external auditor were
PHP14,919,189 and PHP3,696,088 for 2008 and 2007, respectively.
2009 (est.)
2008
2007

Audit fees
PHP4,474,500
4,145,000
3,450,000

Other assurance and related fees
PHP6,230,000
10,030,780
11,088

Total
PHP10,704,500
14,175,780
3,461,088

There is no arrangement that SGV & Co. named above shall receive a direct or indirect interest in EDC in connection with the Offer.
SGV & Co. have not acted and will not act as promoter, underwriter, voting trustee, officer or employee of the Company in relation
to the Offer.
SGV & Co. has acted as the Company's external auditors since 2007. The Company has not had any disagreements on accounting
and financial disclosures with its current external auditors for the same periods or any subsequent interim period. SGV & Co. has
neither shareholdings in the Company nor any right, whether legally enforceable or not, to nominate persons or to subscribe for the
securities in the Company. SGV & Co. has no, and will not receive any, direct or indirect interest in the Company or in any securities
pursuant to or in connection with the Offer. The foregoing is in accordance with the Code of Ethics for Professional Accountants in
the Philippines set by the Board of Accountancy and approved by the Professional Regulation Commission.
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DESCRIPTION OF THE COMPANY
BUSINESS OVERVIEW
EDC is currently the largest supplier of geothermal steam and a leading producer of geothermal energy in the Philippines, and is
principally responsible for the Philippines being the second largest geothermal energy producer in the world. The Company explores
and develops geothermal energy resources and operates geothermal energy projects in the Philippines for the purpose of producing
steam and generating electricity. The Company’s geothermal power projects are composed of two principal activities: (i) the
production of steam for sale pursuant to long-term contracts with NPC and (ii) the generation and sale of electricity through
Company-owned geothermal power plants, pursuant to long-term contracts with NPC. The Company has a third geothermal
business segment, the provision of third party geothermal drilling and consultancy services. EDC currently provides drilling services,
including equipment and rig personnel, to the Lihir Gold Limited in Papua New Guinea, until December 2009, the contract’s expiry,
with option to extend for another 12 months. As far as geothermal energy is concerned, EDC’s expertise spans the entire
geothermal value chain, from geothermal energy exploration and development, reservoir engineering and management, drilling,
engineering design and construction, environmental management and energy research and development.
The Company believes that it has become one of the world’s leading geothermal power producers through its expertise in
geothermal exploration and development. As of September 30, 2009, the Company provided steam to power plants with a total
installed capacity of 1,198.8 MW. This represented 61.2% of the Philippines’ installed geothermal capacity and approximately 7.5%
of the country’s overall installed generating capacity. Geothermal energy accounted for 18.0%, or approximately 10,723 GWh, of
the total power generation mix in the Philippines in 2008, out of which the Company contributed, or supplied steam to geothermal
power plants that contributed, more than 66.1%, or 7,086.9 GWh.
The Company commenced commercial operations in 1983 with the commissioning of its first steamfield projects in Leyte and
Negros islands. The Company holds seven GSCs, corresponding to seven contract areas under which the Company has obtained
exclusive rights to explore, develop, and utilize geothermal resources. Five GSCs have been replaced by GRESCs on October 23,
2009. At present, the Company conducts commercial operations in five of its seven contract areas under GRESCs that expire
between 2022 and 2031, operating seven geothermal steamfield projects which supply steam to twelve geothermal power plants.
Of these twelve geothermal power plants, seven plants are owned by the Company and five plants are owned by NPC originally.
On September 2, 2009, the Company, through Green Core, submitted the highest complying bid for PSALM’s auction of the 192.5
MW Palinpinon and 112.5 MW Tongonan Geothermal power plants. Green Core tendered in a bid of USD220 million. Green Core, a
wholly-owned subsidiary of EDC, through FLGEC2, was incorporated on June 8, 2009 with an authorized capital stock of PHP1.0
million divided into 100,000 shares with a par value of PHP10.00 per share. Total subscribed and paid-up capital is PHP250
thousand. Green Core has power supply contracts with DUs, electric cooperatives and industrial customers.
Following the full turnover of the Palinpinon and Tongonan power plants on October 23, 2009, the Company now operates a total of
10 geothermal power plants, with an aggregate capacity of 1,048.8 MW.
Under the Company’s GRESCs, it has long-term exclusive rights to explore, develop, and utilize geothermal steam resources in
specific areas. Substantially all of the Company’s steam and power capacity is sold through various forms of offtake agreements,
such as SSAs for the supply of steam to NPC-owned power plants, and PPAs for the supply of electricity to NPC; under an ESA, it
also sells power to a contracted DU. Since these agreements provide for take-or-pay quantities, the Company is not subject to
direct competition. Although the take-or-pay provision of the steam supply will not apply to the GRSCs that will replace the SSAs
upon the privatization of the geothermal power plants of NPC, this will only apply to three geothermal power plants: the Palinpinon,
Tongonan and BacMan Geothermal power plants. On October 23, 2009, the Palinpinon and Tongonan Geothermal power plants
were turned over to Green Core, which submitted the highest complying bid for the PSALM’s auction of the said plants last
September 2, 2009. Furthermore, the supply of steam is location-specific, such that each power plant can only source its fuel from a
dedicated nearby steamfield.
With its acquisition of a 60% equity stake in FG Hydro on October 20 and November 17, 2008, EDC is now involved in the operation
of hydro power plants. FG Hydro was incorporated on March 13, 2006 and started commercial operations on November 18, 2006.
FG Hydro owns and operates the 100 MW Pantabangan Hydroelectric power plant and the 12 MW Masiway Hydroelectric power
plant located in Pantabangan, Nueva Ecija. Pantabangan commenced operations in 1977 and consists of two 50 MW generating
units, while Masiway commenced operations in 1981 and consists of one generating unit. With this development, the Company has

2

FLGEC was incorporated as a wholly-owned subsidiary of EDC on April 9, 2008.
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now evolved into becoming the country’s premier pure renewable energy player, possessing interests in geothermal energy and
hydro power.
The Company, formerly the PNOC Energy Development Corporation, was incorporated on March 5, 1976 as a wholly-owned and
controlled subsidiary of PNOC, a GOCC. In December 2006, EDC became a publicly-listed corporation after its shares were listed on
the PSE via an initial public offering. In July 2007, additional common shares were listed via a secondary offering. PNOC sold its
remaining shares in EDC to Red Vulcan, a wholly-owned subsidiary of Prime Terracotta, via an auction conducted on November 21,
2007, marking the Company’s full privatization. Red Vulcan owns 60% voting interest in EDC. First Gen currently owns 45% of the
voting interest in Prime Terracotta, and thereby has an effective voting interest in the Company of 27% and an effective economic
interest of 40%.
First Gen is one of the largest Filipino-owned and Filipino-controlled IPP in the Philippines by installed capacity, based on data
compiled by DOE. FPHC is the controlling shareholder of First Gen and a member of the Lopez Group, a diversified Philippine
conglomerate with interests in power generation, power distribution, and manufacturing. It also has investments in support
industries, such as oil pipeline services, construction and engineering services, as well as property development. As of September
30, 2009, FPHC, First Gen, and EDC have market capitalizations of PHP22,467.2 million, PHP19,440.0 million, and PHP70,062.9
million, respectively.
As of September 30, 2009, the Company had consolidated assets of PHP73,158.8 million and consolidated equity of PHP28,356.7
million. In the third quarter of 2009, the Company had year-to-date consolidated revenues of PHP15,986.7 million and consolidated
net income of PHP1,388.9 million.
The Company plans to continue to capitalize on the favorable industry dynamics in the Philippines. The country’s comparably low
per capita electricity consumption at present allows significant room for demand growth. The DOE forecasts that peak demand will
grow at a compounded annual growth rate of 4.8%, 5.7% and 4.7% per year through 2016 in Luzon, Visayas and Mindanao,
respectively, with aggregate peak demand expected to reach 8,884 MW, 1,576.0 MW and 1,645 MW by 2016 in Luzon, Visayas and
Mindanao, respectively. Visayas is currently experiencing a power supply shortage and additional power supply shortages are
expected in Mindanao by 2009-2010 and Luzon by 2010-2011. As of September 30, 2009, the Company provides 72.3% of the
generation capacity in the Visayas. This, and the scarcity of new capacity expected to come online over the next two to three years,
should help support dispatch for the Company and other existing generators.
The Company also expects to benefit from the on-going power reform commenced by the passage of the EPIRA in June 2001. The
Company believes that successful privatization of the NPC-owned power generation facilities by PSALM should open up direct supply
opportunities, while the successful grant to NGCP of the concession to manage, operate and maintain the transmission and
subtransmission assets of TransCo is expected to lead to better efficiency and improved grid interconnectivity. Furthermore, the
Company’s PPAs are expected to continue to remain in force subsequent to the appointment by PSALM of IPP Administrators
pursuant to the reform process.
The Company believes that it can avail of certain fiscal incentives under the recently-enacted RE Law, such as the corporate income
tax rate of 10%, special realty property tax rates on equipment and machinery not exceeding 1.5% of the net book value, zero
percent value-added tax (VAT) on sale of fuel or power generated from renewable sources of energy and purchases of local supply
of goods, properties and services in relation to the exploration, development and utilization of renewable energy sources, and tax
exemption of carbon emission credits.

COMPETITIVE STRENGTHS

The Company believes that its success and future prospects will benefit from a combination of strengths, including the following:

The Company is the Leading Geothermal Energy Company in the Philippines, with Significant Reserves
and Expertise Spanning the Entire Geothermal Value chain.

The Company is the leading producer of geothermal energy in the Philippines. The Company owns geothermal power plants with a
total installed capacity of 743.8 MW and provides steam to geothermal power plants (including the Company-owned power plants)
with total installed capacity of 1,198.8 MW. As of September 30, 2009, this represented 61.2% of the Philippines’ installed
geothermal capacity and approximately 7.5% of the country’s overall installed capacity. The Philippines, with 1,958.4 MW of
geothermal capacity, is the second largest producer of geothermal energy in the world, second to the United States. The Company
also has exclusive exploration and development rights over key geothermal reserve areas in the Philippines through long-term
contracts with the Government. In its updated October 2008 report, GeothermEx concluded that the quality and quantity of the
Company’s data reported are excellent, the interpretation of data are of professional quality, the reservoir management is prudent,
and the reserve estimation is conservative. As a result, the Company is among the world’s leading producers of geothermal energy.
In addition to being engaged in geothermal exploration, development and power generation, the Company has expertise in drilling
services, reservoir engineering and management, engineering design and construction and environmental management. As a result,
the Company benefits from its ability to service all aspects of its own geothermal energy projects. The Company believes that its
high level of vertical integration and its extensive experience in all aspects of geothermal energy production place it in a strong
position to capture future market share in this industry.
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The Company Has a Strong Track Record and Proven Technical Expertise.

The Company has become the leading geothermal energy producer in the Philippines through the successful development and
operation of numerous geothermal energy projects. Since 1983, the Company has successfully developed, financed, built and
operated seven geothermal steamfields in five geothermal contract areas, containing both wet and dry steam, which currently
supply steam to geothermal power plants with aggregate installed capacity of 1,198.8 MW. In addition, the Company currently
owns and operates seven geothermal power plants with a total installed capacity of 743.8 MW. The Company employs extensivelytrained, highly experienced geoscientists and technicians specializing in the development, application and maintenance of practical
technologies for the efficient and sustainable utilization of geothermal energy. In addition, the Company has state-of-the-art
laboratories located at its head office in Metro Manila, as well as in each of its field operations to regularly monitor and manage its
wells, FCRSs and air, water and biological resources. The Company was awarded ISO/IEC 17025 certification for its Chemistry and
Isotope Laboratory and EMD Analytical Services in March 2007 and LRMD Chemistry Laboratory in 2008 from the Philippine
Accreditation Office. The Company believes it has the experience and expertise needed to assess the feasibility of future geothermal
energy projects, provide for the efficient operation of geothermal energy facilities and ensure the safe and efficient construction of
new geothermal energy projects. The Company also believes that its strong track record gives it credibility in terms of geothermal
project development and implementation which enhances its ability to negotiate competitive terms for project agreements,
consulting services and financing facilities for future projects.

The Company Has Experienced Management and Technical Teams.

The Company has an experienced team of management and technical employees. The Company’s senior management has an
average of more than 25 years of operational and management experience in the power industry and has enjoyed long tenure with
the Company. The Company’s management team has in-depth knowledge of the Philippine power industry’s business and
regulatory environment, having developed good relationships with key industry participants such as contractors, offtakers, and
regulatory agencies, such as the DOE and the ERC, all of which are important to the Company maintaining successful operations
and growing its business. Additionally, the Company has a highly experienced and skilled set of technical employees, who have
gained their knowledge and expertise both through on-the-job training at the Company’s facilities, as well as academic technical
qualifications at leading geothermal training programs in the United States, Japan, Iceland, Italy, and New Zealand.

The Company is a Producer of Clean, Renewable and Competitively-priced Energy.

Geothermal energy is one of the more cost-competitive sources of power and the cost of generating electrical power from
geothermal sources is not tied to the cost of crude oil. The relatively low marginal cost of geothermal power generally supports
dispatch for geothermal energy providers as base load power plants in the Philippines. Over the past 15 years there has been a
significant increase in the global demand for environmentally friendly sources of energy as a number of international conventions
that assign emission quotas to countries have come into effect. The Company believes it is at the forefront of this growing global
demand for clean energy. All of the Company’s existing geothermal projects produce electricity from resources that are clean,
renewable and generally sustainable. Unlike electricity produced from burning fossil fuels, electricity produced from geothermal
energy sources is produced without emission of certain harmful pollutants, such as nitrogen oxide, and with far lower emission of
other pollutants, such as CO2. Such clean and renewable characteristics give the Company a competitive advantage over fossil fuelbased electricity generation as the Philippines and other countries increasingly seek to balance environmental concerns with
demand for reliable sources of electricity.

The Company Possesses Stable and Predictable Long-Term Contracted Cash Flows.

Substantially all of the Company’s capacity is sold through various forms of offtake agreements, including (i) 25-year SSAs for the
supply of steam to NPC-owned power plants, (ii) 25-year PPAs for the supply of electricity to NPC, and (iii) a 5-year ESA for the sale
of electricity to a contracted counterparty. Under the SSAs with NPC, NPC is obligated to take or pay each year for the steam
required to operate the applicable NPC-owned geothermal plant at a minimum capacity of 75%. These contractual relationships
provide EDC with predictable long-term cash flows. In addition, certain offtake agreements contain mechanisms to mitigate various
market and business risks. For example, the contracted prices under the PPAs are partially adjusted for inflation and movements in
Peso-US Dollar exchange rates. The SSAs shall only be effective until privatization of the NPC-owned power plants, at which time
the applicable GRSC shall become effective. With the privatization of the NPC-owned Palinpinon and Tongonan power plants—the
Company expects that the only remaining SSAs with NPC would be in relation to the BacMan power plants. On October 23, 2009,
the Palinpinon and Tongonan Geothermal power plants were turned over to Green Core, which submitted the highest complying bid
for the PSALM’s auction of the said plants last September 2, 2009.

BUSINESS STRATEGIES

The Company plans to enhance its leading market position in the Philippine geothermal energy business and pursue opportunities,
leveraging its strong technical expertise in geothermal energy exploration, drilling, development and production. The Company’s
vision is to become a world leader in the geothermal energy production industry. It plans to realize this vision by implementing the
following strategies:
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Maintain a Cost Competitive Structure

The Company plans to maintain and build upon its expertise at efficiently managing its geothermal operations in order to operate in
a cost effective manner and increase margins. The Company will undertake the following, among others:
• upgrade its drilling equipment to improve rig productivity in developing and maintaining steam wells, and delivering on service
contract;
• improve its procurement systems to leverage on bulk and volume purchases; and
• embark on an organizational strengthening program that will streamline procedures, enhance Management Information
System (MIS) and develop manpower skills and competence.
In addition, the Company stands to realize cost-savings from its take-over of the Unified Leyte, Mindanao I and Mindanao II power
plants. These plants were constructed under BOT Contracts, wherein the Company is required to pay sufficient sums to the BOT
Contractors for the recovery of their capital costs in connection with the construction of the power plants. With the expiration of
these contracts, these power plants have since been turned over to the Company, and consequently, the Company is able to
operate these plants at a lower cost than the aggregate amount of fees that were payable to the BOT Contractors. Accordingly,
although the Company does not realize additional revenue under the PPAs related to such plants after their transfer, the Company
realizes a significant reduction in expenses required to fulfill the Company’s obligations under such PPA subsequent to the transfer
of the BOT plants.

Increase Production of Power from Renewable Energy Sources

On September 2, 2009, the Company, through Green Core, submitted the highest complying bid for two of the three NPC-owned
geothermal power plants. Moving forward, the Company plans to participate in the bidding process for (i) BacMan I and BacMan II,
the remaining NPC-owned geothermal power plants, which the Company supplies steam pursuant to SSAs, (ii) other NPC-owned
renewable power plants, and (iii) IPP administrator contracts for power plants utilizing renewable energy. The Company believes
that the efficiencies achievable by operating both the steamfield and the power generation plant at each of these locations would
allow it to optimize revenues from electricity sales than other IPPs in the Philippines. In addition, the Company plans to expand its
renewable energy production capabilities through three identified geothermal projects within the existing contract areas, which aim
to increase capacity by at least 120 MW, and one wind project in Ilocos Norte with a total potential installed capacity of up to 86
MW (see “Future Projects” on page 66).

Use its Strong Technical Expertise in Geothermal Energy Exploration, Development and Production to
Develop New Business Opportunities

The Company plans to leverage its multi-disciplinary expertise in geothermal technology to generate new sources of revenue. For
example, the Company plans to market its drilling, environmental management, geothermal resource management, and engineering
design and construction services both locally and internationally to take advantage of the expanding need for geothermal project
development skills. In addition, the Company can source revenue by providing feasibility studies, evaluating geothermal resources,
and implementing geothermal projects for clients in the Philippines and abroad. The Company also plans to develop its marketing
capabilities to identify new opportunities and sell its services both in the Philippines and abroad. Towards this end, the Company
has recently opened a representative office in Jakarta to facilitate the identification and exploration of new projects in geothermal
energy exploration, development and production sponsored by the government of Indonesia.

Continue Building Strong Relationships with its Stakeholders and Industry Participants

The Company has actively participated in the development of local communities where its projects are based, which it believes
contributes to social and political stability in the areas where its key assets are located. Portions of the Company’s revenues are paid
to local government units to fund community development activities in the areas of education, health care, rural electrification,
environment and livelihood projects with farmers associations to reduce poverty levels. 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. In addition, the Company plans to continue to strengthen its
relationships with key industry participants and regulatory agencies.

Geothermal Energy

Geothermal energy is a clean, renewable and generally sustainable energy source that, because it does not use combustion in the
production of electricity, releases significantly lower levels of emissions, principally steam, than those that result from energy
generation based on the burning of fossil fuels.
Geothermal energy is derived from the natural heat of the earth when water comes sufficiently close to hot molten rock to heat the
water to temperatures of 320° Celsius (608° Fahrenheit) or more. Prospective sites are indicated by dormant volcanoes, hot springs
and other geothermal activity. The heated water then ascends toward the surface of the earth where it can be extracted by drilling
geothermal wells, if geological conditions are suitable, for commercial production.
Geothermal reservoirs can be classified mainly as either wet steam or dry steam. A wet steam geothermal system generally consists
of a mixture of steam and water (approximately 30% steam by volume) overlying a deep level of hot liquid in the reservoir. Dry
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steam geothermal systems however; consist of a steam and water mixture with a much higher percentage of steam (approximately
80% steam by volume) with a smaller level of hot liquid that is widely dispersed and immobile in the reservoir. The wells drilled in
dry steam reservoirs produce pure steam at the surface.
The energy necessary to operate a geothermal power plant is typically obtained from several wells that are drilled using technology
that is similar to that employed in the oil and gas industry. Geothermal production wells are normally located within approximately
one to two miles of the power plant as geothermal fluids cannot be transported economically over longer distances due to heat and
pressure losses. As long as the steamfield is properly managed, the geothermal reservoir is a sustainable source of energy. In
particular, natural ground water sources and re-injection of extracted geothermal fluids must be adequate over the long-term to
replenish the geothermal reservoir following the withdrawal of geothermal fluids. Geothermal energy projects typically have higher
capital costs (primarily as a result of the costs attributable to steamfield development) but tend to have significantly lower variable
operating costs, principally consisting of maintenance expenditures, than fossil fuel-fired power plants which continue to be subject
to ongoing fuel expenses throughout their productive lives.
The following illustrates the process for extracting and converting geothermal energy to electric power:

Geothermal fluid is extracted from the underground reservoir by a series of production wells. The geothermal fluids produced at the
wellhead consist of either pure steam (in the case of dry steam reservoirs) or a mixture of hot brine and steam (in the case of a wet
steam reservoir). The heated mixture flows from the well head through a gathering system of insulated steel pipes to separation
vessels or separators. This produces a stream of saturated steam, which is used by a turbine generator to produce electricity. The
hot brine remaining after separation of steam is then injected back into the geothermal resource via a series of injection wells.
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CONTRACTUAL FRAMEWORK

The Company’s power generation operations are primarily based on a framework comprising six types of contracts: GSCs/GRESCs
with the Government; SSAs with NPC; GRSCs with PSALM that are expected to replace the SSAs upon privatization of the applicable
NPC-owned geothermal power plant; PPAs with NPC; and ESA with an electric cooperative. The following chart sets out the
contractual framework of the Company’s existing businesses.

Geothermal Service Contract/Geothermal Renewable Energy Service Contract

Drilling
Consultancy
Agreement
LIHIR/Others

Drilling
Consultancy
Services

Payments for electricity and steam

Power Purchase
Agreement

Electricity

Electric
Cooperatives/
Third Pary
Customers
Electricity Sales
Agreement/
Transition
Supply Contracts

Royalty
payments

Steam

Electricity
(Northern Negros,
Palinpinon, and
Tongonan)

G E O T H E R M A L S E R V I C E C O N T R A C T S /G E O T H E R M A L R E N E W A B L E E N E R G Y S E R V I C E C O N T R A C T S
GOVERNMENT

Steam Sales
Agreement /
Geothermal
Resources Sales
Contract
WITH THE

The Company has seven GSCs with the Government corresponding to seven contract areas (BacMan, Leyte, Southern Negros, and
Northern Negros, Mindanao, Mt. Labo3 in Camarines Norte, and Mt. Cabalian in Southern Leyte), each of which give the Company
the right to:
• perform all geothermal operations and provide all necessary services, technology and financing in connection therewith;
• delineate the geothermal reservoir upon each discovery of geothermal resources in commercial quantity in the corresponding
contract area; and
• operate the geothermal fields on behalf of the Government once geothermal resources in commercial quantity are discovered.
The Company pays a royalty fee to the Government from net proceeds in respect of any geothermal energy (in the form of steam)
extracted from the contract areas. Net proceeds are calculated after deducting recoverable costs such as development, production
and operating costs from the gross receipts. The allowable recoverable costs are limited to 90% of gross receipts. The Company
pays 60.0% of net proceeds to the Government, including local government units, in the form of income tax payments and royalty
fees and retains the remaining 40.0%. Under the Renewable Energy Act of 2008, the Government’s share in the form of royalty and
income tax payments shall be modified (see Renewable Energy Law section under “Philippine Power Industry” on page 107).
On October 23, 2009, the GSCs for the following contract areas have been replaced by GRESCs: Leyte, Southern Negros, Bacman,
Mindanao, and Northern Negros. Under the GRESCs, the Company pays the Government an amount equivalent to 1.5% of the
gross income from the sale of geothermal steam produced and such other income incidental to and arising from generation,
transmission, and sale of electric power generated from geothermal energy within the contract areas. Under the GRESCs, gross
income derived from business is an amount equal to gross sales less sales returns, discounts and allowances, and cost of goods sold.
Cost of goods sold includes all business expenses directly incurred to produce the steam used to generate power under a GRESC.

Contract under discussion with DOE

3
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The Government is entitled to receive 60.0% of the 1.5% government share in the gross income of EDC, and the remaining 40.0%
is allocated to the local government within the applicable contract area.

STEAM SALES AGREEMENTS

WITH

NPC

The Company has five geothermal steamfield projects, each of which is covered by a separate SSA with respect to the Tongonan I,
Palinpinon I, Palinpinon II, BacMan I and BacMan II NPC-owned power plants. Under these SSAs, the Company agrees to produce
and deliver steam to these five power plants. Under each of the SSAs, NPC is required to pay the Company for a guaranteed steam
quantity each contract year for the duration of the SSA. NPC pays a discounted price for any additional delivered steam above the
guaranteed quantity. NPC utilizes the steam for the generation of electrical power.
The SSAs, with expiration dates ranging from 2008 to 2022, shall only be effective until privatization of the NPC-owned power
plants, at which time the applicable GRSC shall become effective. With the privatization of the NPC-owned Palinpinon and Tongonan
power plants the Company expects that the only remaining SSAs with NPC would be in relation to the BacMan I and BacMan II
power plants. On October 23, 2009, the Palinpinon and Tongonan Geothermal power plants were turned over to Green Core, which
submitted the highest complying bid for the PSALM’s auction of the said plants last September 2, 2009.

GEOTHERMAL RESOURCE SALES CONTRACTS

WITH

PSALM

In September 2006, in line with the privatization program of PSALM for the NPC-owned geothermal power plants, the Company
entered into two GRSCs with PSALM, as the successor-in-interest of NPC, with respect to the geothermal facilities at Tongonan I,
Palinpinon I, and Palinpinon II. By their terms, the GRSCs are intended to take effect upon the earlier of the expiration of the SSA
governing the sale of steam from the applicable geothermal facility and the date that the applicable geothermal power generation
facility is turned over to a private party pursuant to the privatization process under the EPIRA. The SSAs that govern the sale of
steam for use at the NPC-owned Tongonan I and Palinpinon I power plants expired last December 2008 and based on a Letter
Agreement signed in 2006 the Company has granted NPC the option to extend the terms of the SSAs for the sale of steam to these
plants since the plants have not been privatized by the time of expiration of the SSAs. The SSAs shall only be effective until
privatization of these plants, at which time the applicable GRSC shall become effective. On October 23, 2009, the Palinpinon and
Tongonan Geothermal power plants were turned over to Green Core, which submitted the highest complying bid for the PSALM’s
auction of the said plants last September 2, 2009.
Under the GRSCs, PSALM agrees to purchase steam from the Company and convert the steam into electricity. The Company agrees
to deliver the steam from the geothermal facilities to PSALM’s power plants at agreed delivery points. Unlike the minimum
guaranteed take-or-pay provisions under the SSAs, PSALM agrees to pay the Company remuneration for Actual Net Generation (as
defined in the contracts) which is based on actual electricity generation of the plants during the relevant billing period and the
steam prices are not fixed but tied to coal indices. The price of the steam sold to PSALM pursuant to a GRSC is denominated in U.S.
dollars per kilowatt hour, although payment is to be made in Pesos at the then applicable exchange rate. The GRSCs’ terms coincide
with the GRESC’s expiration or until 2031, unless sooner terminated due to non-payment, material breach or other causes identified
in the contracts. It is intended that a purchaser of an NPC-owned geothermal power plant would assume PSALMs rights and
obligations under the applicable GRSC in connection with the privatization of the applicable power plant.

POWER PURCHASE AGREEMENTS

WITH

NPC

Starting in 1996, the Company began to enter into 25-year PPAs with NPC for the sale of electricity from the Company’s BOT power
plants located in Leyte and Mindanao (both of which have since been transferred to the Company). Under the terms of the Unified
Leyte PPA, NPC is obligated to pay for the amount of energy generated by the Leyte plants as nominated by the Company on an
annual basis (the “Nominated Energy”). Under the terms of the Mindanao I and Mindanao II PPAs, NPC is obligated to pay for a
fixed amount of energy per year (the “Minimum Energy Offtake” or “MEOT”). Prices are adjusted on a monthly basis for inflation
and movements in Peso-US Dollar exchange rates. Any additional energy supplied in excess of the Nominated Energy or Minimum
Energy Offtake, as applicable, is sold at a discount. In addition, the PPAs include adjustments for certain specified events, such as
generation shortfalls and delayed payments.

E L E C T R I C I T Y S A L E S A G R E E M E N T W I T H ILECO

In October 2006, the Company entered into an ESA with ILECO for a contract term of five years for the sale of electricity from the
Northern Negros geothermal power project to ILECO. Under the ESA, ILECO agrees to buy a contracted capacity of 12.0 MW for the
first contract year, and 15.0 MW annually for each of the following four contract years. For the period up to February 2009, the
contract price is set as the NPC’s average effective grid rate for Visayas, while from March 2009 onwards the price is PHP4.88/kWh
subject to adjustments under a prescribed formula.
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THE COMPANY’S GEOTHERMAL STEAMFIELDS AND POWER PROJECTS

The following map sets out the locations where the Company conducts its commercial operations and the installed capacities of
each of the geothermal power plants to which the Company supplies steam.

Bacman

Leyte

110.0MW Bacman I
40.0MW Bacman II

112.5MW Tongonan
125.0MW Upper Mahiao
232.5MW Malitbog
180.0MW Mahanagdong
50.9MW Optimization

Northern Negros
49.4MW Northern Negros
Southern Negros
112.5MW Palinpinon I
80.0MW Palinpinon II

Mindanao
52.0MW Mindanao I
54.0MW Mindanao II
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The following table provides a summary of the Company’s geothermal projects, grouped by the contract areas in which they are
located:
Geothermal Service Contract Areas
GSC/
Contract Area
GRESC
Project
Period
Leyte Geothermal
Production Field

19762031 3

Tongonan

Installed
Capacity

(in MWe)
112.5

Upper Mahiao

125.0

Malitbog

232.5

Mahanagdong

180.0

Optimization

50.9
49.4

Northern Negros
Geothermal
Production Field
Southern Negros
Geothermal
Production Field

19942026

Northern Negros

19762031 3

Palinpinon I

112.5

Palinpinon II

BacMan Geothermal
Production Field

19812031 3

Mindanao
Geothermal
Production Field

19922022

Total

Product

Expiration of
Offtake
Agreement

Steam
Steam and
Electricity
Steam and
Electricity
Steam and
Electricity
Steam and
Electricity
Steam and
Electricity

2008 (SSA) 2
2031 (GRSC)
2022 (PPA) 4

Minimum
Take-or-pay
Capacity 1
(in GWh/year)
739.1
4,288.0

Plant
Owner
NPC

5

EDC

2022 (PPA) 4

EDC

2022 (PPA) 4

EDC

2022 (PPA) 4

EDC

2012 (ESA)

N/A

Steam

2008 (SSA) 2
2031 (GSRC)

739.1

NPC

5

80.0

Steam

525.6

NPC

5

BacMan I

110.0

Steam

2018 (SSA)
2031 (GSRC)
2018 (SSA)

722.7

NPC

BacMan II

40.0

Steam

262.8

NPC

Mindanao I

52.0

Steam and
Electricity

2019/2023
(SSA)
2022 (PPA)

390.0

EDC

Mindanao II

54.0

Steam and
Electricity

2024 (PPA)

398.0

EDC

1,198.8

EDC

8,065.3

Notes:
1
Refers to 1-year period, ending in July 2009. Minimum Take-or-pay capacity varies from year to year.
2
The SSAs that govern the sale of steam for use at the NPC-owned Tongonan I and Palinpinon I power plants expired in December 2008 but were
extended to a date when these plants are sold or privatized, pursuant to the privatization process under the EPIRA.
3
Includes a 20-year extension period to GSC.
4
Unified Leyte PPA
5
On October 23, 2009, the Palinpinon and Tongonan Geothermal power plants were turned over to Green Core, which submitted the highest
complying bid for the PSALM’s auction of the said plants last September 2, 2009.

More specific details of the Company’s power generation projects are discussed below.

LEYTE ISLAND PROJECTS

Unified Leyte

The Company owns and operates four geothermal power plants in Leyte, including an optimization plant, with a total installed
capacity of 588.4 MW. Electricity generated on Unified Leyte is transmitted to Luzon and Cebu through NGCP’s 380.0 MW LeyteCebu and 400.0 MW Leyte-Luzon interconnection projects. Unified Leyte accounted for 52.0% of the Company’s revenues as of
September 30, 2009.

Steamfield Project

Tongonan I Project
The Tongonan I steamfield project was commissioned in 1983 and was the first geothermal energy project developed by the
Company. It consists of 19 production wells, 5 injection wells and an 8.7-kilometer pipe network. The Tongonan I geothermal
steamfield project is located at the center of the Greater Tongonan reservoir and pursuant to an SSA, supplies steam to a nearby
power plant owned and operated by NPC. This power plant has three 37.5 MW generating units, supplied by Mitsubishi Heavy
Industries. Under the terms of the Tongonan I SSA, NPC guarantees EDC a minimum steam offtake of 739.13 GWh annually, which
equates to 75% of the gross installed plant capacity (the “Capacity Factor”) of 112.5 MW. As of September 30, 2009, the adjusted
base rate was PHP1.8710/KWh. A 37.5% discount is applied to any steam purchased over the minimum offtake.
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The table below sets out operating statistics of Tongonan I for the years ended December 31, 2008, 2007 and 2006.
Tongonan I Operating Statistics
Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Steam sold (in GWh)
Minimum energy offtake

3Q2009
365.50
55.58
49.4%
495.8
75%

Years Ended December 31
2008
2007
584.53
661.60
66.54
75.53
59.2%
67.1%
726.81
739.10
75%
75%

2006
672.27
76.74
68.2%
739.13
75%

1
Steam sold in 2008 occurred during a leap year, which has 8,784 operating hours, compared with that of an ordinary year, which has 8,760
hours.

Note: Meter readings are taken on the 25th day of each month.

Steam and Power Projects

Upper Mahiao Project
The Upper Mahiao project is a geothermal steam and electrical power project located in the Greater Tongonan reservoir. The Upper
Mahiao steamfield project has a total of 21 production wells, eight injections wells and a 15 kilometer pipe network.
The Upper Mahiao geothermal power plant was constructed under a BOT arrangement with Ormat Inc. Pursuant to the terms of the
BOT Contract, the geothermal field for this project was developed by the Company, while the power plant was financed, designed
and constructed and operated by Ormat. On June 25, 2006, the Upper Mahiao power plant was transferred to the Company.
Malitbog Project
The Malitbog project is a geothermal steam and electrical power project located on the Greater Tongonan reservoir. The Malitbog
steamfield project has a total of 24 production wells, 11 injection wells and a 38 kilometer pipe network. In addition, the waste
brine from the steam of the Malitbog geothermal plant is supplied to the Leyte Optimization plants to generate additional power.
The Malitbog geothermal power plant was constructed on a BOT basis by Magma Power Company. The power plant consists of
three 77.5 MW units, supplied by Fuji Electric Co., Ltd., and provides total installed capacity of 232.5 MW, making it the largest
capacity geothermal power plant in the world under one roof. Pursuant to the terms of the BOT Contract, the Malitbog power plant
was transferred to the Company in July 2007.
Mahanagdong Project
The Mahanagdong project is a geothermal steam and electrical power project located in the city of Ormoc, Leyte, on the
Mahanagdong reservoir. The Mahanagdong steamfield project has a total of 25 production wells, 14 injection wells and a 14
kilometer pipe network.
The Mahanagdong power plant has three generating units of 60 MW each, which were supplied by Toshiba. The Mahanagdong
geothermal power plant was built pursuant to a BOT Contract between the Company and a joint venture between California Energy
Company Inc. and CE Philippines Ltd. The power plant was completed in July 1997 and it was turned over to the Company in July
2007 under the terms of the BOT Contract.
Leyte Optimization Project
The Leyte optimization project consists of four geothermal power plants, with an aggregate installed capacity of 50.9 MW, that use
the existing geothermal energy resources of all of the Company’s existing projects in Leyte. The four optimization plants are
situated near the Tongonan I, Malitbog and Mahanagdong power plants. Geothermal fluids are conveyed to the optimization plants
either before they are directed to the main power plants (a process called “topping”) or after they have been directed to the main
power plants (called “bottoming”). This allows the Company to use energy from the geothermal fluids that would otherwise not be
used by the main power plant. The optimization plants use equipment supplied by both General Electric Co. and Ormat.
The first three units, constructed with Ormat equipment, add approximately 36.0 MW of power generating capacity. The Ormat
units, which started commercial operations in 1997, are used exclusively for the topping cycle. The fourth unit, constructed with
General Electric equipment, adds approximately 14.9 MW of additional power generating capacity. The General Electric unit, which
commenced commercial operation in January 1998, is used for the bottoming cycle. All four geothermal power plants associated
with the Leyte Optimization project were built pursuant to the BOT Contract between the Company and Ormat and were transferred
to the Company in September 2007.
Unified Leyte PPA governs the sale of power from the Upper Mahiao, Malitbog, Mahanagdong geothermal power plants, and the
Leyte Optimization project. As of July 25, 2009, the annual aggregate contracted energy per PPA was 4,288 GWh at an adjusted
base rate of PHP3.1098/KWh.
Below is a summary of operating statistics of the Leyte power plants both on a unified and individual basis for the years ended
December 31, 2008, 2007, and 2006.
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Unified Leyte Project: Operating
Statistics
Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Annual nominated energy (in GWh)

3Q2009
2,940.05
448.63
73.6%
3,174

Years Ended December 31
2008
2007
3,980.04
3,316.54
454.32
379.40
74.6%
62.3%
4,216
4,214

2006
3,729.09
426.41
70.0%
4,308

Upper Mahiao power plant
Availability
Reliability
Net dependable capacity (in MW)

89.2%
97.4%
128.5

99.5%
99.9%
128.5

98.6%
100.0%
115.0

99.9%
99.9%
120.0

Malitbog power plant
Availability
Reliability
Net dependable capacity (in MW)

96.3%
99.8%
225.9

100.0%
100.0%
225.9

100.0%
100.0%
215.0

99.4%
99.9%
220.0

Mahanagdong A power plant
Availability
Reliability
Net dependable capacity (in MW)

88.1%
99.8%
110.1

99.9%
99.9%
110.9

97.7%
100.0%
100.0

97.2%
99.8%
105.0

Mahanagdong B power plant
Availability
Reliability
Net dependable capacity (in MW)

96.8.0%
96.8.0%
55.4

90.0%
99.3%
55.4

94.9%
97.4%
45.0

93.6%
99.2%
52.0

Optimization
Availability
Reliability
Net dependable capacity (in MW)

95.7%
98.4%
30.8

100.0%
100.0%
30.8

94.9%
99.2%
38.1

95.7%
99.3%
38.1

Note: Meter readings are taken on the 25th day of each month.

NEGROS ISLAND PROJECTS

Negros Island hosts three geothermal steamfield projects, the Palinpinon I and Palinpinon II steamfield projects and the Northern
Negros steamfield project. Electrical power generated by the Negros Island projects is transmitted to Panay and Cebu via NGCP’s
transmission network that has interconnected Negros with the islands since 1990 and 1993, respectively.
The Company has been exploring and developing geothermal resources in Negros since 1976, pursuant to a GSC (now GRESC) with
the Government. On October 23, 2009, the GSC was replaced by a GRESC with the Government. The Palinpinon steamfield projects,
located in Southern Negros, are the Company’s second largest collection of steamfield projects and supply steam to NPC-owned
geothermal power plants with a total installed capacity of 192.5 MW. On October 23, 2009, the Palinpinon and Tongonan
Geothermal power plants were turned over to Green Core, which submitted the highest complying bid for the PSALM’s auction of
the said plants last September 2, 2009. In addition, the Company currently owns one geothermal power plant in Northern Negros
with a total installed capacity of 49.4 MW. The Northern Negros Geothermal Project (“NNGP”) sold a total of 15.8 GWh in 2008,
which accounted for 0.2% of the Company’s revenues in that year.

Steamfield Projects

Palinpinon I Project
The Palinpinon I steamfield project was the second geothermal project developed by the Company and was commissioned in 1983.
The project consists of 25 production wells, 8 injection wells and a 16.5-kilometer pipe network. Pursuant to an SSA, Palinpinon I
supplies geothermal steam to an NPC-owned and operated power plant adjacent to the Palinpinon steamfield project. This power
plant has three 37.5 MW generating units, supplied by Fuji Electric Co. Ltd., with an aggregate installed capacity of 112.5 MW.
Under the terms of the Palinpinon I SSA, NPC guarantees EDC a minimum steam offtake of 739.1 GWh annually, which equates to
75% Capacity Factor calculated as a percentage of 112.5 MW gross plant capacity. As of September 30, 2009, the adjusted base
rate was PHP1.8368/KWh. A 35% discount is applied to any steam purchased over the minimum steam offtake.
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The table below sets out operating statistics of Palinpinon I for the years ended December 31, 2008, 2007, and 2006.
Palinpinon I Operating Statistics

3Q2009
Actual energy delivered (in GWh)
514.50
Average generation (in MW)
78.24
Average plant capacity factor
69.5%
Steam sold (in GWh)
554.85
Minimum energy offtake
75.0%
Note: Meter readings are taken on the 25th day of each month.

Years Ended December 31
2008
2007
717.21
769.87
81.65
87.89
72.6%
78.1%
741.15
769.87
75.0%
75.0%

2006
764.81
87.31
77.6%
764.81
75.0%

Palinpinon II Project
The Palinpinon II steamfield project is located in the same reservoir as the Palinpinon I project. The project consists of 16
production wells, 5 injection wells and a 14.0-kilometer pipe network. Pursuant to an SSA, the Palinpinon II steamfield project
supplies steam to four separate NPC-owned and operated modular power plants, with an aggregate installed capacity of 80.0 MW.
The first three power plants commenced commercial operations in 1993 to supply electricity mainly to Cebu through the NegrosCebu interconnection project. The final plant commenced commercial operations in March 1995 and mainly provided power for
export to Cebu through the Negros-Cebu interconnection. In 2008, the actual power generation of the four plants was 625.4 GWh.
Under the terms of the Palinpinon II SSA, NPC guarantees EDC a minimum steam offtake of 525.6 GWh annually, which equates to
75% Capacity Factor calculated as a percentage of 80.0 MW gross plant capacity. As of September 30, 2009, the adjusted base rate
was PHP1.4025/KWh. A 35.0%, 37.5%, and 40.0% discount is applied to the price of steam if purchased from 75% to 85%, from
85% to 90%, and more than 90% of the Capacity Factor, respectively.
The table below sets out operating statistics of Palinpinon II for the years ended December 31, 2008, 2007, and 2006.
Palinpinon II Operating Statistics

3Q2009
Actual energy delivered (in GWh)
455.89
Average generation (in MW)
69.33
Average plant capacity factor
86.7%
Steam sold (in GWh)
455.89
Minimum energy offtake
75.0%
Note: Meter readings are taken on the 25th day of each month.

Years Ended December 31
2008
2007
625.44
599.19
71.20
68.40
89.0%
85.5%
625.44
599.19
75.0%
75.0%

2006
611.26
69.85
87.2%
611.30
75.0%

On October 23, 2009, the Palinpinon and Tongonan Geothermal power plants were turned over to Green Core, which submitted
the highest complying bid for the PSALM’s auction of the said plants last September 2, 2009.

Steam and Power Project

Northern Negros Project
EDC has entered into a GSC with the GOP for the exploration, development and exploitation of geothermal resources in the
Northern Negros geothermal production field. On October 23, 2009, the GSC was replaced by a GRESC with the Government. The
Northern Negros GRESC is scheduled to expire in 2024, but may be extended for another 15 years subject to negotiations with the
GOP.
The Northern Negros Project is a geothermal steam and electrical power project developed outside the boundary of the Mt. Kanlaon
Natural Park. The steamfield project has a total of eight production wells, three injection wells, a 7 kilometer pipe network, with one
49.4 MW generating unit supplied by Fuji Electric Co., Ltd.. The power plant was commissioned in February 2007 and was
constructed pursuant to a turnkey contract with Kanematsu Corporation. Its generated electrical power is intended to be
transmitted to the Cebu and Panay Islands.
Prior to the plant’s commencement of operations, EDC entered into two separate 5-year ESAs with ILECO and VECO for 606.0 GWh
and 635.0 GWh, respectively. In the course of operating the power plant in 2007, faster and larger than expected pressure
drawdown, calcium carbonate deposition, and production well casing failures observed in the geothermal reservoir resulted in a
significant drop in geothermal steam production. Consequently, the steam field could not provide the required volume of steam
needed to run the power plant at its rated capacity of 49.4 MW.
In order to meet its obligations to ILECO and VECO under their respective ESAs, EDC sought to source replacement power from
NPC and other IPPs at their respective costs. In addition, EDC entered into an agreement with NPC to make up for the resulting
generation capacity shortfall by purchasing power from the NPC-owned Palinpinon I at a pre-agreed price below the average grid
rate. The VECO ESA was voluntarily terminated in October 2007 pursuant to an agreement between VECO and EDC pursuant to
which EDC paid VECO PHP86.0 million by way of settlement.
The Company’s management is implementing an approved plan to rehabilitate the existing production wells and to augment existing
production capability by drilling additional wells within the 169-ha buffer zone inside the Mt. Kanlaon Natural Park, which is part of
the Northern Negros GRESC. The Company expects that implementation of the plan will allow the plant to operate at its installed
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capacity by the last quarter of 2010, although no assurance can be given as to when the plant will be able to operate at full
capacity or whether such rehabilitation efforts will be successful at all.
The table below summarizes the operating statistics of the Northern Negros project for the years ended 2008 and 2007.
Northern Negros Operating Statistics

3Q2009
4.36
0.66
1.3%
94.7

Years Ended December 31
20081
20072
15.80
47.97
1.80
9.34
3.6%
18.9%
111.7
96.8

Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Contracted energy (in GWh)
Notes:
1
Northern Negros Geothermal Project was on preservation mode from May 28, 2008 to May 14, 2009
2
The supply of electricity to VECO and ILECO I commenced on May 26, 2007 and July 26, 2007, respectively
Note: Meter readings are taken on the 25th day of each month.

LUZON ISLAND PROJECTS

EDC’s projects in Luzon include the BacMan geothermal projects located in Albay and Sorsogon Provinces in Southern Luzon. The
Company commenced exploration and development in the BacMan geothermal reservoir in 1981 under a 30-year GSC with the GOP.
The GSC was extended for 20 years and will expire in 2031. In this field, EDC operates the BacMan I and BacMan II steamfield
projects, which generate steam for sale to NPC pursuant to an SSA. On October 23, 2009, the GSC was replaced by a GRESC with
the Government.
The BacMan Geothermal Production Field sold a total steam volume of 988.2 GWh in 2008, which accounted for 31.9% of the
Company’s total geothermal steam volume sold during the year. These projects accounted for 7.5% of the Company’s revenues in
2008.

Steamfield Projects

BacMan I Project
The BacMan I steamfield project was commissioned in 1993 and supplies steam to a nearby 110 MW NPC-owned and operated
power plant that supplies power to the Luzon grid. The project consists of 15 production wells, 5 injection wells and a 15-kilometer
pipe network. The BacMan I power plant has two generating units, supplied by the Italian company, Ansaldo Energia, SpA. Due to
problems with the power plant’s equipment, Bacman I has been experiencing low average utilization rates. In 2008, the actual
power generation was 30.6 GWh. Under the terms of the BacMan I SSA, NPC guarantees EDC an annual minimum steam offtake of
722.7 GWh, equivalent to 75% of the Capacity Factor based on gross plant capacity of 110.0 MW. As of September 30, 2009, the
adjusted base rate was PHP1.9108/KWh. A 35% discount is applied to the price of steam purchased over the minimum steam
offtake.
The table below is a summary of BacMan I’s operating statistics for the years ended December 31, 2008, 2007, and 2006.
Operating Statistics
Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Steam sold (in GWh)
Minimum energy offtake

3Q2009
13.97
3.20
1.9%
542.6
75.0%

Years Ended December 31
2008
2007
30.59
64.03
3.48
7.31
3.2%
6.6%
724.71
722.7
75.0%
75.0%

2006
34.48
3.94
3.6%
722.7
75.0%

Notes:
Meter readings are taken on the 25th day of each month.
1

Steam sold in 2008 occurred during a leap year, which has 8,784 operating hours, compared with that of an ordinary year, which has
8,760 hours.

BacMan II Project
The BacMan II steamfield project supplies steam to a nearby 40 MW NPC-owned and operated power plant that supplies power to
the Luzon grid. The project consists of 8 production wells, 5 injection wells and a 5.2-kilometer pipe network. The BacMan II power
plant has two generating units, manufactured by a consortium of Japanese companies, Kanematsu, Marubeni and Mitsubishi. The
combined average power plant Capacity Factor of the BacMan II project was 20.5% in 2008 and 13.9% in 2007. The low average
utilization is due to problems with the power plant’s equipment. Under the terms of the BacMan II SSA, NPC guarantees EDC a
minimum steam offtake of 262.8 GWh annually, which equates to a 75% Capacity Factor calculated as a percentage of 40.0 MW
gross plant capacity. As of September 30, 2009, the adjusted base rate was PHP1.5283/KWh at Cawayan unit and PHP1.4025/KWh
at Botong unit. A 35.0%, 37.5%, and 40.0% discount is applied to the price of steam purchased from 75% to 85%, from 85% to
90%, and more than 90% of the Capacity Factor, respectively. The expiration dates of the SSA for each unit of BacMan II are as
follows: March 2019 for the Cawayan unit and January 2023 for the Botong unit.
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The following table is a summary of BacMan II’s operating statistics for the years ended December 31, 2008, 2007 and 2006:
Operating Statistics
Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Steam sold (in GWh)
Minimum energy offtake1

3Q2009
24.45
5.60
9.3%
184.8
75.0%

Years Ended December 31
2008
2007
63.43
48.61
7.22
5.55
18.1%
13.9%
263.52
262.8
75.0%
75.0%

2006
71.88
8.21
20.5%
262.8
75.0%

Notes:
Meter readings are taken on the 25th day of each month.
1
2

Under a stored energy agreement between NPC and EDC, NPC continues to pay EDC at Minimum Energy Offtake despite mechanical
failures of Cawayan unit; NPC can recover what it has paid while the plant was under rehabilitation.
Steam sold in 2008 occurred during a leap year, which has 8,784 operating hours, compared with that of an ordinary year, which has
8,760 hours.

MINDANAO ISLAND PROJECTS

The Company’s Mindanao I and II geothermal plants were constructed under BOT arrangements between the Company and a joint
venture formed by Marubeni and Oxbow. The joint venture, however, was dissolved in June 2000 when Marubeni bought the shares
of Oxbow and formed the Mindanao I Geothermal Partnership and Mindanao II Geothermal Partnership.
Exploration of the Mindanao geothermal production field was commissioned in 1992 pursuant to a GSC with the GOP that will expire
in 2022 but may be extended for an additional 15 years. On October 23, 2009, the GSC was replaced by a GRESC with the
Government.
As of September 30, 2009, the two power plants located in Mindanao I and Mindanao II sold a total electricity volume of 591 GWh,
accounting for 15.6% of the Company’s total electricity sales volume for the year. These projects accounted for 8.8% of the
Company’s revenues in third quarter of 2009.

Steam and Power Projects

Mindanao I Project
The Mindanao I geothermal project was completed in March 1997. The steamfield project has ten production wells, six injection
wells and an 8 kilometer pipe network. The power plant, which has a total installed capacity of 52 MW, is being operated pursuant
to BOT Contract between the Company and the Mindanao I Geothermal Partnership. The power plant has one generating unit
supplied by Mitsubishi.
The sale of power from Mindanao I Geothermal Plant is governed by a PPA under which NPC guarantees EDC a minimum electricity
offtake of 390.0 GWh annually. As of September 30, 2009, the adjusted base rate was PHP3.0263/KWh. A 35% discount is applied
to the price of electricity purchased over the annual contracted amount. The Mindanao I PPA is will expire in 2022.
The table below summarizes Mindanao I’s operating statistics for the years ended December 31, 2008, 2007, and 2006.
Operating Statistics
Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Minimum energy offtake (in GWh)

3Q2009
299.34
45.52
87.0%
292.8

Years Ended December 31
2008
2007
329.94
411.18
37.56
46.94
71.8%
89.7%
390.0
390.0

2006
394.89
45.08
86.2%
390.0

Note: Meter readings are taken on the 25th day of each month.
Mindanao II Project
The Mindanao II project is a geothermal power project located adjacent to Mindanao I in the Mt. Apo geothermal field in Cotabato,
Mindanao and was completed in June 1999. The steamfield project consists of nine production wells, two injection wells and a 13
kilometer pipe network. The power plant, which has an installed capacity of 54 MW, is being operated pursuant to a BOT Contract
between the Company and Mindanao II Geothermal Partnership. The power plant at Mindanao II has one generating unit supplied
by Mitsubishi.
The sale of power from Mindanao II Geothermal Plant is governed by a PPA under which NPC guarantees EDC a minimum electricity
offtake of 398.0 GWh annually. As of September 30, 2009, the adjusted base rate was PHP2.8638/KWh. A 50% discount is applied
to the price of electricity purchased over the annual contracted amount. The Mindanao II PPA will expire in 2024.
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The table below summarizes Mindanao II’s operating statistics for the years ended December 31, 2008, 2007, and 2006.
Operating Statistics

Years Ended December 31
2008
2007
419.82
407.82
47.79
46.55
93.8%
91.4%
398.0
398.0

3Q2009
273.12
41.53
81.5%
298.8

Actual energy delivered (in GWh)
Average generation (in MW)
Average plant capacity factor
Minimum energy offtake (in GWh)

2006
402.65
45.97
90.3%
398.0

Note: Meter readings are taken on the 25th day of each month.
The Mindanao I and Mindanao II BOT Contracts expired in June 2009. The power plants were thereupon transferred to the
Company on an “as is” basis on June 18, 2009, free of any warranties other than a warranty that the plants are free from any liens
or encumbrances created by the BOT Contractor.

THE COMPANY’S STEAM RESERVES

Over the last two decades, the Company has acquired considerable experience managing its geothermal production fields in the
Philippines. The Company has been able to formulate immediate and long-term reservoir management strategies for the
sustainability of its resources through intensive monitoring and thorough understanding of the field’s behavior before and during
production. These management strategies are carefully modified during the production stage to suit field behavior and optimize
production. Close monitoring of the response of a field has been a key parameter implemented by the Company in formulating
these strategies.
The Company relies on its steam reserve estimation in the planning of geothermal development, as any development requires the
assurance that the field has sufficient production capacity over the projected life of the field, and reserve estimation also influences
the infrastructure and investment requirements of the project. There is no assurance that any current or future estimates of the
Company’s steam reserves, conducted by either the Company on its own or by any third parties, are or will be precise. These
estimates are expressions of judgment based on knowledge, experience, analysis of drilling results, employment of calculation
method, and industry practices. Valid estimates made at a given time may significantly change when new geoscientific, reservoir
and drilling information become available and incorporated into new reservoir simulation studies.
In October 2004, the Company conducted an updated geothermal energy reserves estimation for the five geothermal fields BacMan, Mindanao, Palinpinon, Greater Tongonan, and Northern Negros. In the same year, the Company contracted GeothermEx to
provide an independent review of its geothermal energy reserves for the same fields. In its updated October 2008 report,
GeothermEx estimated a total mean reserve of 2,157 MWe for the 5 operating fields (from 2008 up to 2031). The proved
geothermal reserves based on the GeothermEx findings for all the steamfields was 226,199 million kWh, or 339 MMBFOE (assuming
667 kWh = 1 BFOE).
GeothermEx’s reserve estimation implicitly assumes that the available reserves can be recovered by drilling with as many make-up
and replacement wells as needed, and by adopting an optimum production/injection strategy. On the other hand, the Company’s
reserve estimates assume no drilling of make-up and replacement wells and that the Company will continue with its existing
production/injection strategy throughout the useful lives of its steamfield projects due to economic, technological and logistical
considerations.
The following table summarizes the estimates of proved reserves of the Company’s steamfields as of October 2008.
Steamfield
Bacman
Mindanao
Southern Negros/ Palinpinon
Greater Tongonan/Leyte
Northern Negros
Total
1

Present Production Level /
Installed Capacity (in MWe)
150.0
106.0
192.5
700.9
49.4
1,198.8

First Plant
Commissioned
1993
1997
1983
1983
2007

Company’s
Estimate of Total
Mean Reserves
(in MWe)1
270
154
217
686
47
1,374

GeothermEx Estimate of
Total Mean Reserves
for 25 years
(in MWe)
415
456
411
772
103
2,157

Using heat recovery factor of 20% to 30% compared to the GeothermEx value of 35% to 45%.

In performing its review, GeothermEx applied a heat recovery factor of 35% to 45% as compared with an estimated heat recovery
factor of 20% to 30% used by the Company. GeothermEx’s estimates were based on its experience in monitoring and reservoir
modeling of a large number of high temperature producing fields. Reservoir modeling and simulation studies conducted by the
Company and validated by GeothermEx also confirmed the sustainability of the Company’s steamfields at the present level of
production up to 2031 with appropriate drilling of additional deep production wells in the reservoir.
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PROVISION OF GEOTHERMAL DRILLING AND CONSULTANCY SERVICES

Since 1978, the Company has provided technical consultancy services to various geothermal companies, mining companies,
multilateral institutions and other third parties internationally as well as for its own steamfields and power plants. One of EDC’s
business strategies is to expand its geothermal consultancy operations in international markets. As of the date of this Prospectus,
EDC has:
a)
b)

provided drilling equipment and rig personnel services to Lihir Gold Limited of Papua New Guinea (“Lihir”) since 2006.
Total revenue from the geothermal drilling and consultancy services totaled PHP726.1 million and accounted for
approximately 3.5% of the Company’s revenues in 2008; and
provided, as part of a consortium, technical assistance in connection with the drilling and testing of wells on a geothermal
steamfield project in Iran, to the Iran Renewable Energies Organization (SUNA), an Iranian government-related entity.
The total value of EDC’s share of the fees for services under this agreement is expected to total approximately USD1.4
million over the life of the contract.

The Company has a team of geothermal specialists who have significant expertise in the following areas:
• Geoscientific exploration, resource assessment and field development
• Well drilling, engineering and management services
• Reservoir Engineering and resource management
• Engineering design, procurement and construction

F I R S T G E N H Y D R O P O W E R C O R P O R A T I O N (“F G H Y D R O ”)

On October 20 and November 17, 2008, EDC acquired a total of 60% interest in FG Hydro from First Gen. FG Hydro operates the
112 MW Pantabangan and Masiway Hydro-Electric power plants (PAHEP/MAHEP) located in Nueva Ecija, Philippines. FG Hydro sells
electricity to WESM and to various electric companies under the Transition Power Supply Contracts (TPSCs).
The Pantabangan Hydroelectric power plant (PHEP – 112 MW) is located at the top of the Pantabangan dam and consists of two
generators, each capable of generating full load power of 50 MW at 90% power factor. Each generator is coupled to a vertical shaft
Francis turbine that converts kinetic energy of the water from the dam to 70,000 mechanical horsepower.
The electric output of PHEP is delivered to the Luzon Grid through a 13.8kV/230kV Ring Bus Switchyard, composed of two 64 MVA
transformers, switching and protective equipments.
The summary below denotes the improved efficiency of the Pantabangan Hydroelectric power plant since its takeover by FG Hydro.
Pantabangan Plant Performance
Gross generation (in GWh)
Capacity factor (%)
Equivalent availability factor (%)
Forced outage rate (%)
Water released (in MCM)
Efficiency (in MCM/KWh)

3Q2009
232.9
35.3%
82.4%
0.43%
1,037
5.63

Years Ended December 31
2008
2007
278.5
343.0
31.7%
39.2%
80.9%
97.4%
13.3%
0.00%
1,524
1,896
5.47
5.53

2006
372.0
42.5%
95.1%
0.00%
2,030
5.45

The Masiway Hydroelectric power plant (MHEP – 12 MW) is located 7 kms. downstream of PHEP. It uses a 16,800 HP Kaplan
turbine to convert the energy of the low head but high flow release of water from the Masiway re-regulating dam to a directly
coupled generator that is capable of generating 12 MW of electric power at 90% plant factor. The power output of MHEP is
delivered to the Grid through a switchyard mainly composed of a 13.33 MVA transformer, switching and protective equipments all
owned by FG Hydro.
The summary below denotes the plant performance of Masiway Hydroelectric power plant.
Masiway Plant Performance
Gross generation (in GWh)
Capacity factor (%)
Equivalent availability factor (%)
Forced outage rate (%)

3Q2009
36.91
46.8%
99.12%
0.14%

Years Ended December 31
2008
2007
53.98
59.16
51.2%
56.5%
96.5%
98.1%
0.13%
0.00%

2006
64.89
61.9%
95.6%
0.00%

For both PHEP and MHEP, all power components, including penstocks, generators, power houses, turbines and transformers are
owned, maintained and operated by FG Hydro. The amount of water release in the Pantabangan reservoir is based on the irrigation
diversion requirement dictated by the National Irrigation Administration (NIA). NIA operates and maintains the non-power
components which include watershed, spillway, intake structure and Pantabangan and Masiway reservoirs.
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At present, the two plants are currently undergoing refurbishment and upgrade which is expected to increase total output by 18
MW to 24 MW. The project is estimated to be completed within three years. FG Hydro has engaged a world-class contractor for the
project, Andritz Hydro GmbH (formerly VATech Hydro). PB Power is likewise engaged as Owner’s Engineer to perform design review,
manufacturing quality assurance and site supervision.

FUTURE PROJECTS

Geothermal projects

EDC remains keen to develop integrated steam and electricity projects. The following are summaries of projects, among others, that
are currently under consideration by the Company. There is no assurance that any of these projects will be completed or if
completed that they will perform in the manner expected.
Nasulo
The Company is considering undertaking the development of a 15-20 MW geothermal power plant in Southern Negros. The
components of this geothermal power project would include: (a) construction of an FCRS (b) construction, installation and
commissioning a 15-20 MW geothermal power plant, and (c) construction of transmission lines and a switching station. The
geothermal power plant would utilize the excess steam available from the existing Palinpinon II geothermal steamfield. If the
Company elects to proceed with development of the Nasulo project, it estimates that the project will be commissioned in the second
half of 2012.
Tanawon
The Company is considering undertaking the development of an approximately 50 MW geothermal power plant and related
steamfield in the Tanawon sector of the existing BacMan Geothermal Field. Step-out drilling was conducted in Tanawon in 2000.
Two deviated wells have been drilled and tested with a combined capacity of 12 MWe at the wellhead. Workovers were recently
completed on these wells. If the Company elects to proceed with development of the Tanawon project, it estimates that the project
will be commissioned in 2012.
Mindanao III
The Company is considering undertaking the integrated power and steamfield development of a Mindanao III located in the
southern portion of the Mindanao II production sector. Two wells drilled in the area which initially discharged acid fluids in the late
1990’s, have been recently tested and both now have dry steam discharge with a combined output of approximately 15 MW. The
Company estimates the resource capacity of the Mindanao III site at approximately 50 MW. If the Company elects to proceed with
development of the Mindanao III project, it estimates that the project will be commissioned in 2013.
In addition, the Company is considering a number of other geothermal projects that are in much earlier stages of consideration
and/or development in Rangas, Kayabon, Dauin and Cabalian.

NEW AND RENEWABLE ENERGY PROJECTS

In addition to the development of geothermal power projects, the Company is also considering the viability of other new and
renewable energy projects. In particular, these include the following wind power projects:
• The Burgos Wind Power Project in Saoit, Burgos, Ilocos Norte, involves the establishment of wind farm facilities with support
equipment, related transmission lines and substation facilities. A total installed capacity of 86 MW is expected to be
constructed starting in 2010. The project scope includes the construction of a 42 kilometer transmission line connecting the
facility to NGCP’s substation in Laoag.
• EDC is also exploring other opportunities for wind power. EDC recently filed with the DOE its application for Renewable Energy
Service Contract (RE Service Contract) for several identified potential wind contract areas.

RELATED BUSINESS OPPORTUNITIES

The Company plans to leverage its multi-disciplinary expertise in geothermal technology to generate new sources of revenue. For
example, the Company plans to market its drilling, environmental management, geothermal resource management, and engineering
design and construction services both locally and internationally to take advantage of the expanding need for geothermal project
development skills. In addition, the Company can source revenue by providing feasibility studies, evaluating geothermal resources,
and implementing geothermal projects for clients in the Philippines and abroad. The Company also plans to develop its marketing
capabilities to identify new opportunities and sell its services both in the Philippines and abroad. Towards this end, the Company
has recently opened a representative office in Jakarta to facilitate the identification and exploration of new projects in geothermal
energy exploration, development and production sponsored by the government of Indonesia.
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EMPLOYEES AND LABOR RELATIONS

As of September 30, 2009, the Company has 2,588 employees, of which 10 are Executives, 1,357 Managerial, Professional and
Technical (MPT) employees, and 1,221 Rank and File (R&F) employees. In particular, the distribution of employees by sector is as
follows:
Sector

Office of the Chairman/President
Environment and External Relations
Steamfield Operations
Power Generation
Technical Services
Administrative Services
Drilling
Supply Chain Management
Total Headcount

Number of
Employees
127
119
1,189
379
323
51
266
134
2,588

Percent Distribution as of
September 30, 2009
5
5
46
15
12
2
10
5
100

LEGAL PROCEEDINGS

Except as disclosed herein, there are no material pending legal proceedings to which the Company is a party or to which any of its
material properties are subject. If the Company is not successful in one or more of the proceedings described below, it could be
liable for payments and incur damages and costs which could be substantial and could have a material adverse effect on the
Company’s business, financial condition, results of operations and liquidity.

Expropriation Proceedings

Several expropriation proceedings filed by PNOC and GOP to acquire land needed by the Company for certain of its power plants
and projects are still pending before various Philippine courts, in particular, in respect of the land requirements for the Leyte
Geothermal Production Field, the Southern Negros Geothermal Production Field, and the Northern Negros Geothermal Project. As of
September 30, 2009, there were 32 such cases pending and the aggregate amount claimed by the landowners as just
compensation is approximately PHP241.7 million. To date, PNOC’s and the GOP’s authority to expropriate land for the Company’s
use and the Company’s possession of the land expropriated has not been questioned in the pending expropriation proceedings. The
common issue in these cases is the amount of compensation to be paid to the owners of expropriated lands. Below is the listing of
the aforementioned cases:
DATE
INSTITUTED

COURT
PENDING

PRINCIPAL PARTIES

1. PNOC vs. Leonilo & Oscar Maglasang / G.R. No.
155407

10/25/1994

Supreme Court

PNOC , Oscar Maglasang

2. PNOC vs. Sps. Dominador & Minerva Samson / G.R.
No. 167292

6/10/1996

Supreme Court

PNOC, Dominador & Minerva
Samson

3. PNOC vs. Heirs of Flaviano Maglasang / Civil Case No.
3268-0

10/25/1994

RTC Ormoc City

PNOC, Heirs of Flaviano Maglasang

4. PNOC vs. Flasalie Maglasang / Civil Case No. 3268-0

12/1/1994

RTC Ormoc City

PNOC, Flasalie Maglasang

5. PNOC vs. Margie Leila Maglasang / Civil Case No.
3298-0

5/11/1995

RTC Ormoc City

PNOC, Margie Leila Maglasang

6. PNOC vs. Willie Vestil / Civil Case No. 3393-0

6/10/1996

RTC Ormoc City

PNOC, Willie Vestil

7. PNOC vs. Sps. Mamerto & Flor Espina / Civil Cases
Nos. 3394-0 & 3670-0

1997

RTC Ormoc City

PNOC, Mamerto & Flor Espina

8. PNOC vs. Lorenzo Cabballero Jr., et al. / Civil Case No.
4345-0

1999

RTC Ormoc City

PNOC, Lorenzo Cabballero Jr. et. al

1/4/2000

RTC Dumaguete
City

PNOC, Carmencita Gual

CASE TITLE/CASE NO.

9. PNOC vs. Carmencita Gual / Civil Case No. 12649
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10. PNOC vs. Pablita Maputi, et al. / Civil Case No. 9787

5/5/1987

RTC Dumaguete
City

PNOC, Pablita Maputi

11. PNOC vs. Heirs of Evaristo Manahon / Civil Case No.
10148

2/29/1992

RTC Dumaguete
City

PNOC, Heirs of Evaristo Manahon

12. RP vs. Heirs of Dominador & Carolina Catiempo /
Civil Case No. 1210

11/21/2002

RTC Bago City

DOE, Heirs of Dominador & Carolina
Catiempo

13. RP vs. Alejandrina Vda. De Espinosa / Civil Case No.
1209

12/21/2002

RTC Bago City

DOE, Alejandrina Vda. De Espinosa

14. RP vs. Domingo and Corazon Geronga / Civil Case
No. 1208

11/21/2002

RTC Bago City

DOE, Domingo & Corazon Geronga

15. RP vs. Trian Agricultural Corp. / Civil Case No. 0311904

2/5/2003

RTC Bacolod City

DOE, Trian Agric'l Corp.

16. RP vs. Sps. Placido & Ma. Marlena Villacarlos / Civil
Case No. 02-11854

11/21/2002

RTC Bacolod City

DOE, Placido & Ma. Marlena
Villacarlos

17. RP vs. Heirs of Dioscoro Montales / Civil Case No.
1323

6/30/2004

RTC Bago City

DOE, Heirs of Dioscoro Montales

18. RP vs. Lourdes Gelisanga / Civil Case No. 1211

11/21/2002

RTC Bago City

DOE, Lourdes Gelisanga

19. PNOC vs. Celso Garilva / Civil Case No. 1141

10/25/2001

RTC Bago City

PNOC, Celso Garilva

20. RP vs. Emilio Lopue, Sr. / Civil Case No. 05-12634

9/22/2005

RTC Bacolod City

DOE, Emilio Lopue Sr.

21. RP vs. Pedro Sales & Olivia Sales-Torreblanca / Civil
Case No. 05-12635

9/22/2005

RTC Bacolod City

DOE, Pedro Sales & Olivia SalesTorreblanca

22. RP vs. Ramon Tadeo Villarosa, et al. / Civil Case No.
05-12636

9/22/2005

RTC Bacolod City DOE, Ramon Tadeo Villarosa, et al.

23. RP vs. Mario Martir & Rosario Llena / Civil Case No.
05-12653

10/26/2005

RTC Bacolod City

DOE, Mario Martir & Rosario Llena

24. RP vs. ROPA Dev. Corp., et al. / Civil Case No. 0512654

10/26/2005

RTC Bacolod City

DOE. ROPA Dev. Corp.

25. RP vs. Sps. Mayo and Pacita Lacson / Civil Case No.
1220

1/8/2003

RTC Bago City

DOE, Mayo & Pacita Lacson

26. RP vs. Catherine Luzuriaga / Civil Case No. 03-12039

5/28/2004

RTC Bacolod City

DOE, Catherine Luzuriaga

27. RP vs. Heirs of Soledad Oppen de Montilla / Civil
Case No. 1226

3/17/2003

RTC Bago City

DOE, Heirs of Soledad Oppen de
Montilla, et al.

28. RP vs. Josefina Labayen / Civil Case No. 03-11903

2/5/2003

RTC Bacolod City

DOE, Josefina Labayen

29. RP vs. Hector and Mary Lacson / Civil Case No. 1270

1/7/2004

RTC Bago City

DOE, Hector & Mary Lacson

10/25/2001

RTC Bago City

PNOC, Angel Yulo

31. RP vs. Angel Yulo / Civil Case No. 1442

5/3/2006

RTC Bago City

DOE, Angel Yulo

32. RP vs. Domingo & Corazon Geronga / Civil Case No.
1461

9/20/2006

RTC Bago City

DOE, Domingo & Corazon Geronga

30. PNOC vs. Angel Yulo / Civil Case No. 1140
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Tax Cases

Real Property Taxes
In January 2009, EDC received a Notice of Assessment from the Provincial Assessor of Leyte, covering the 125 MW Upper Mahiao
power plant, 231 MW Malitbog power plant, 18 MW Topping Cycle – Tongonan and 25 MW Bottoming Cycle – Malitbog and other
supposed EDC properties located at Lim-ao, Tongonan and Aguiting, all in the Province of Leyte. The Company elevated the matter
and questioned the validity and legality of these assessments before the Local Board of Assessment Appeals in Tacloban City, Leyte.
On May 22, 2009, after receiving an unfavorable response from the LBAA, the Company filed a civil case entitled Energy
Development Corporation vs. Province of Leyte, et. al which was docketed as Case No. 026 to question the aforementioned
assessment. The case is still pending before the said court. The aggregate amount of the real property tax liabilities corresponding
to the assessment stood at PHP1 billion. On June 25, 2009, pursuant to Sangguniang Panlalawigan Resolution No. 09-249 of the
Province of Leyte, the Company settled its liabilities for PHP235 million for the years 2004-2008 and PHP52 million for the year 2009.
The Company is awaiting the issuance of the corresponding Tax Clearance which will finally close the issue on the aforementioned
real property tax liabilities.
On May 22, 2009, EDC received another Notice of Assessment from the Provincial Assessor of Leyte assessing the value of the
Company’s geothermal and production wells at a value of PHP5.920 billion which facilities are located in Tongonan, Malitbog and
Lim-ao. On August 7, 2009, the Company filed the corresponding appeal before the Local Board of Assessment Appeals of the
Province of Leyte in a case entitled Energy Development Corporation vs. Province of Leyte, which was docketed as LBAA Case No.
029 for the annulment of the assessments made on the ground that the properties assessed are exempted from real property tax.
Franchise Taxes
The province of Leyte has assessed the Company an aggregate of PHP310.6 million in franchise taxes in respect of the operation
from 2000-2004, 2006 and 2007 of its geothermal power plants in the province. On July 17, 2006, the Company filed the
corresponding appeals before the Regional Trial Court of Tacloban City, Leyte, for the annulment of the assessments made. The
said cases have been docketed as Consolidated Civil Cases No. 2006-07-77, 2006-05-49, 2006-05-48 and 2007-08-03, and Civil
Case No. 2008-05-03 all entitled PNOC EDC vs. Province of Leyte, et. al.
In December 2008, the Company received a Consolidated Notice of Assessment and Demand for Payment from the Province of
Leyte, demanding from the Company the payment of franchise tax in the amount of PHP443.7 million. This assessment cancelled
previous assessments since the new assessment covers the period starting 1998 until 2006. On April 24, 2009, the Company
protested the said assessment and, since the Province denied the said protest, the matter is currently under appeal before the
Regional Trial Court of Tacloban City, Leyte, docketed as Civil Case No. 2009-04-46, captioned EDC vs. Province of Leyte, et al.
The Company believes that it is not liable for franchise taxes because, under the EPIRA, power generation is not a public utility
activity and does not require a franchise, and the tax was based on the power plant revenues of the BOT operators, not the
Company. This position is supported by an opinion from the Office of the Government Corporate Counsel. Moreover, the Company
is not engaged in a business that requires a franchise for its operation in accordance with Section 195 of the Local Government
Code and Article 285 of its implementing rules.
Input Value Tax
On June 5, 2008 and April 24, 2009, the Company filed a Petition for Review with the Court of Tax Appeals with respect to its unacted claim from the Bureau of Internal Revenue for Tax Credit on Input Value Added Tax relating to the Company’s zero-rated
sales for 2006 and 2007, respectively. The aggregate claim amounts to PHP382.2 million. These cases are entitled Energy
Development Corporation (Formerly PNOC Energy Development Corporation) vs. Commissioner of Internal Revenue and have been
docketed as Case No. 7792 and 7926, respectively. The Company believes that the Company’s sales are zero-rated under the
provisions of the EPIRA and is thus entitled to its claim.

Civil Cases

On July 28, 2008, a case for prohibitory injunction with prayer for temporary restraining order (TRO) was filed against the Company
by Delia Locsin, et al. The case entitled Delia Ediltrudes Locsin, et al. vs. EDC, et al. docketed as Civil Case No. 08-13236 before the
Regional Trial Court of Bacolod City sought to declare null and void DENR’s permit allowing EDC to clear trees within the buffer zone
of Mt. Kanlaon National Park, to perpetually enjoin the carrying out any activity within the said area, and to perpetually enjoin the
Company from conducting directional drilling into the Mt. Kanlaon National Park protected area.
To date, no TRO has been issued against the EDC as the hearing on the same is temporarily set aside due to the Company’s
pending motion for inhibition of the presiding judge and as well as the manifestation for outright denial of the TRO based on R.A.
8975, which prohibits the issuance of TRO’s and writs of preliminary injunctions against the implementation of government
infrastructure projects. Moreover, the Company has already completed the works sought to be enjoined. The Company maintains
that its operations in the area are lawful and sanctioned by the DENR.

Labor Cases

As of September 30, 2009, there were 16 pending labor cases against the Company, most of which deal with plaintiffs’ claims of
illegal dismissal and backwages. Although the aggregate monetary claims in these cases amount to approximately PHP91.3 million,
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the Company does not believe that any one case poses a material risk to the Company’s operations. Below is the listing of the
aforementioned cases:
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CASE TITLE/CASE NO.
1. LGPPEU-CD vs. PNOC EDC / G.R. No.
170351
2. In re: Labor Dispute at PNOC EDC Leyte
"A" Geothermal Production Field / NLRC
Certified Case No. V-000002-2000
(NCMB-RB VIII-NS-09-016-2000); PNOC
EDC vs. Francisco Oblena, et al. / RAB
Case No. VIII-12-0745-2000; Esmeraldo
Salinas vs. PNOC EDC / RAB Case No.
VIII-11-0733-3000 and VIII-11-07392000

YEAR INSTITUTED

COURT PENDING

PRINCIPAL PARTIES

Supreme Court

LGPPEU-CD, PNOC EDC

NLRC, Cebu City

PNOC EDC, Francisco Oblena,
et al.

Court of Appeals, Cebu

PNOC EDC, Francisco Oblena,
et al.

Court of Appeals, Cebu

PNOC EDC, Francisco Oblena,
et al.

2001

Supreme Court

LAGPEU, PNOC EDC

2001

Supreme Court

Jaime Salomon, PNOC EDC

NLRC, QC

Felix Vallaso, MIMS, PNOC EDC

Court of Appeals, Cebu

PNOC EDC, Felix Vallaso

2000

2000

2.1. PNOC EDC vs. Francisco Oblena, et
al. / CA G.R. Sp. No. 81324

2000

2.2. PNOC EDC vs. NLRC, et al./CA G.R.
Sp. No. 01623

2001

2.3. Leyte "A" Geothermal Proj.
Employees' Union (LAGPEU), et al.
vs. PNOC EDC, et al. / G.R. No.
185577
3. Jaime Salomon vs. PNOC EDC / G.R. No.
174339
4. Felix Vallaso vs. MIMS, et al. / NLRC RAB
VII 02-0356-2004

2004

4.1. PNOC EDC vs. NLRC & Felix Vallaso
/ CA G.R. Sp. No. 01191

2001

5. Igmedio Tumanda vs. PNOC EDC / CA
G.R. Sp. No. 106925

9/26/1991

Court of Appeals, Manila

Igmedio Tumanda, PNOC EDC

6. Amelyn Buenviaje vs. PNOC EDC, et al. /
G.R. Nos. 183200-01 and 183253

8/12/2004

Supreme Court

Amelyn Buenviaje, PNOC EDC,
et al

7. Joselito Estrella vs. PNOC EDC, et al. /
CA G.R. Sp. No. 98841

8/2/2005

Court of Appeals, Manila

Joselito Estrella, PNOC EDC, et
al.

8. Robertson Salvador vs. PNOC EDC /
NLRC CA No. 10-003589-08

8/28/2007

NLRC, Quezon City

Robertson Salvador, PNOC EDC

9. Marvin Mesia vs. PNOC EDC / NLRC NCR
Case No. 02-01465-07

2/15/2007

NLRC, Quezon City

Marvin Mesia, PNOC EDC

10. Ramon Marco De Leon vs. PNOC EDC /
NLRC NCR Case No. 06-07921-08

6/3/2008

NLRC, Quezon City

Ramon Marco De Leon, PNOC
EDC

NLRC, Quezon City

Martin Valdez, PNOC EDC

12/27/2005

Supreme Court

PNOC EDC, PEGEA

2000

Court of Appeals, Manila

PNOC EDC, et al, PEGEA

11. Martin Valdez vs. EDC / NLRC NCR Case
No. 10-15252-08
12. In Re: Voluntary Arbitration case by
and between PNOC Energy Group of
Employees Assoc. (PEGEA) and PNOC
EDC / G.R. No. 184425
13. PNOC EDC, et al. vs. PEGEA / CA G.R.

2008
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Sp. No. 105380
14. In re: Voluntary Arbitration case by and
between PEGEA and EDC / VA Case No.
0089-NCR-22-04-03-09
15. PNOC EDC vs. PNOC EDC Northern
Negros Geothermal Prod. Field Assoc. of
Technical & Professional Emp UnionAPSOTEU-TUCP / Case No. Ro601200711-Ru-2002
16. PNOC EDC BGPF Professional &
Technical Emp Union (PEBPTEU) vs. EDC
/ VA Case No. 02-09

1999

11/7/2007

2009

NCMB, Manila (Voluntary
Arbitrator)

PEGEA, EDC

Office of the Secretary of
Labor

PNOC EDC, PNOC EDC Northern
Negros Geothermal Prod. Field
Assoc. of Technical &
Professional Emp UnionAPSOTEU-TUCP

NCMB, Manila (Voluntary
Arbitrator)

PEBPTEU, EDC

OWNERSHIP AND MANAGEMENT

Corporate Structure

The following chart, updated as of September 30, 2009, provides an overview of the ownership structure of the Company, its
parent and certain principal affiliates.
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Table of Organization

The following table provides an overview of the Company’s table of organization as of the date of this Prospectus.

CAPITAL EXPENDITURE

3Q09

The company’s total capital expenditures, excluding costs of wells drilled during the first three quarters of 2009 reached PHP1.1
billion bulk of which was spent for the Leyte steam augmentation (PHP523.0 million), drilling rig upgrade (PHP125.2 million), top
drive for Rig 12 (PHP119.3 million), various electrical and mechanical equipment (PHP53.6 million), telescopic crane (PHP43.3
million), Mahanagdong condensate disposal system (PHP46.7) , partial payment for new drilling rig (PHP16.2 million), 10-ton fork
loader (PHP13.6 million) and turbine overhaul for Upper Mahiao, Mahanagdong and Malitbog power plants (PHP19.7 million).

2008

The Company’s total capital expenditures, excluding costs of wells drilled during the year reached PHP1.1 billion bulk of which was
spent for the Leyte steam augmentation (PHP356.7 million), drilling rig upgrade (PHP218.5 million), partial payment for new drilling
rig (PHP198 million) turbine overhaul for Upper Mahiao and Malitbog power plants (PHP84.2 million) and various electrical and
mechanical equipment (PHP51.2 million).

2007

The Company’s total capital expenditures, excluding costs of wells drilled during the year reached PHP736.8 million and was spent
mainly for NNGP’s power plant (PHP477.5 million) and FCRS (PHP30.8 million), Leyte’s FCRS (PHP75.2 million) and integrated
security and CCTV system (PHP14.9 million), various electrical and mechanical equipment (PHP25.5 million), computer and
peripherals (PHP21.7 million) and Nasulo’s FCRS (PHP11.8 million).
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RECENT DEVELOPMENTS
EDC and Lihir Gold Limited (LGL) of Papua New Guinea agreed to a 10-month extension of its existing drilling contract. The contract
extension, valued at USD15 million, is for the drilling of 7 new wells up to end-December 2009 and the supply of drilling related
services, such as mud engineering, well cementing, and directional drilling at increased day rates effective March 8, 2009.
On September 2, 2009, the Company, through Green Core, submitted the highest complying bid for PSALM’s auction of the 192.5
MW Palinpinon and 112.5 MW Tongonan Geothermal power plants. Green Core tendered in a bid of USD220 million. Following the
full turnover of the Palinpinon and Tongonan power plants to Green Core on October 23, 2009, the Company now operates a total
of 10 geothermal power plants, with an aggregate capacity of 1,048.8 MW.
EDC Drillco Corporation (EDC Drillco) was incorporated on September 28, 2009, by EDC with an authorized capital stock of PHP1.0
million divided into 1,000,000 shares with a par value of PHP1.00 per share. Total subscribed and paid-up capital was PHP250,000.
On October 23, 2009, the Company was granted GRESCs by the DOE for its five geothermal service contract areas, namely:
1.
2.
3.
4.
5.

Leyte (Tongonan);
Negros Oriental (Palinpinon);
Albay/Sorsogon (Bacman);
North Cotabato (Mt. Apo); and
Negros Occidental (Northern Negros).

The conversion to Geothermal Renewable Energy Service Contract of EDC’s existing GSCs is pursuant to Section 4.b.ii (2nd
paragraph) of the Department Circular No. DC2009-07-0011, or the “Guidelines Governing a Transparent and Competitive System
of Awarding Renewable Energy Service/Operating Contracts and Providing for the Registration Process of Renewable Energy
Developers.”
As a result, EDC shall now be qualified to avail of incentives provided for in RE Law relative to its operations in the abovementioned
areas.
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DESCRIPTION OF DEBT
The Company has various loan agreements with local and foreign banks. These loan agreements are generally either direct lending
agreements (where the Company borrows directly from the lender), or relending or subsidiary loan agreements (where PNOC,
former parent of the Company, borrowed from the lender and then relent the amount borrowed to the Company). As of September
30, 2009, the Company’s outstanding obligations under its various loan agreements amounted to PHP39,474.6 million.
The Company’s loans are not secured by any pledge, mortgage or other similar security interest on the Company’s assets; however,
some of them have been guaranteed by the Government or export credit agencies such as JBIC (formerly OECF/JEXIM).

LOANS FROM THE WORLD BANK

Between 1990 and 1994, in order to finance its various geothermal projects, the Company, through PNOC, obtained four term loan
facilities indirectly from the World Bank (the “World Bank Loans”), three of which, i.e. the No. 3164, No. 3702 and No. 3747 World
Bank Loans, are currently outstanding. The World Bank extended each of these loans to PNOC under a loan agreement, and PNOC
then relent all or a portion of the principal amounts thereof to EDC under a subsidiary loan agreement, whereby EDC agreed to
repay PNOC on the same terms as PNOC is required to repay the World Bank under the underlying loan agreement. In connection
with each of the World Bank Loans, EDC also entered into a project agreement with the World Bank, pursuant to which EDC
covenanted to undertake the specific projects that will be financed out of the proceeds of the loan and to maintain certain financial
ratios. The Government guarantees the repayment of the World Bank Loans.
The World Bank Loans are denominated in US dollars, but the Company makes payments to PNOC under the subsidiary loan in
Pesos, for conversion into US dollars at prevailing market rates.
Each of the World Bank Loans are required to be repaid in 30 semiannual installments over a 15-year period, and bear interest at a
rate equal to the World Bank’s cost of borrowings plus 0.5%. As of September 30, 2009, the effective interest rate under each of
the World Bank Loans is 9.43%. The World Bank Loans may be prepaid with premiums in the range of 0.15%-1% of the prepaid
amount, the closer the prepayment is to the maturity, the lower the premium.
Under the World Bank Loans, the Company is restricted from creating liens, and is subject to the following covenants:
Debt service coverage ratio
The Company is not permitted to incur any debt unless after incurrence of such debt, the Company’s forecasted ratio of net
revenues to debt service requirements for each fiscal year during which the debt will remain outstanding is at least 1:1 in any fiscal
year through 2010, and at least 1.25:1 in any fiscal year after 2010.
Debt-equity ratio
The Company is not permitted to incur any debt if after the incurrence of such debt, the Company’s ratio of debt to equity would be
greater than 70:30.
Current ratio
The Company is required to maintain a ratio of current assets to current liabilities of at least 1:1. Through 2009, the calculation of
current liabilities excludes the Company’s current portion of long-term debt and, beginning in 2010, the calculation of current
liabilities includes the Company’s current portion of long-term debt.
By virtue of the cross-default provisions in the World Bank’s general conditions applicable to loan and guarantee agreements, a
default in payment by PNOC as borrower or the Government as guarantor under any other loan or guarantee agreements they
entered into with the World Bank, if it continues for 30 days, will constitute an event of acceleration under the World Bank Loans. In
such case, the World Bank is entitled to accelerate the loans extended to PNOC, and PNOC is consequently entitled to accelerate
the subsidiary loans extended to the Company.
The table below sets out some specifics of the three outstanding IBRD Loans:
World Bank
Principal Amount
Repayment Period
Loans
borrowed from PNOC

No. 3164*

USD118 million

No. 3702*

USD53.03 million

No. 3747*

USD55.16 million

October 15, 1995 - April 15,
2010
May 15, 1999 - November 15,
2013
September 15, 1999 - March
15, 2014

Outstanding principal
amount as of
September 30, 2009
USD14.68 million
USD24.65 million
USD26.19 million

*As per the Share Purchase Agreement signed between Red Vulcan and PNOC on November 22, 2007, Red Vulcan will cause EDC to repay in full all
the PNOC on-lent loans no later than thirty six (36) months from November 22, 2007.
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T E R M L O A N F A C I L I T Y F R O M E X P O R T -I M P O R T B A N K O F J A P A N (“JEXIM”)

In December 1994, PNOC obtained from JEXIM a term loan facility of JPY 12.4 billion (USD114 million), and in January 2005 lent
the same principal amount to EDC under a subsidiary loan agreement. EDC agreed to repay the loan to PNOC on the same terms as
PNOC is required to repay to JEXIM, except EDC’s payments to PNOC under the subsidiary loan agreement are made in Pesos. Upon
EDC’s request, JEXIM canceled a portion of the loan amounting to JPY 5,267.3 million (USD49.67 million) in May 1999.
The JEXIM term loan facility requires that EDC repay the loan in 30 equal semiannual installments during a 15-year period from
September 15, 1999 through March 15, 2014 (as per the Share Purchase Agreement signed between Red Vulcan and PNOC on
November 22, 2007, Red Vulcan will cause EDC to repay in full all the PNOC on-lent loans no later than thirty six (36) months from
November 22, 2007). Borrowings under the facility bear interest at a rate per annum equal to the higher of the Long-Term Prime
Lending Rate prevailing on the date of disbursement minus 0.2%, subject to a floor of 3.5% per annum and the Fiscal Investment
and Loans Program Rate prevailing on such date – actual rate is 3.5%. EDC is required to pay a default charge of 2% on any
overdue amount. Prepayment is allowed under this term loan facility, with a premium of 0.5% payable on any prepaid amount, and
the loan is required to be prepaid at such time that the No. 3747 World Bank Loan is prepaid. As of September 30, 2009, there is
JPY1,840.43 million, (USD20.43 million), outstanding under the JEXIM term loan facility.
This term loan facility includes restrictions on creation of encumbrances, disposal of assets and merger on the part of EDC. An event
of default will occur under this term loan facility, if the World Bank Loan No. 3747 is suspended or terminated. This term loan
facility also has cross-default provisions referring to defaults with respect to other loan agreements between PNOC and the JEXIM,
and defaults under, or acceleration of, any of PNOC’s debts that are expressed or payable other than in Peso or owed to nonPhilippine persons. If the JEXIM accelerates the loan extended to PNOC following a default, PNOC will be entitled to accelerate the
subsidiary loan extended to the Company.

J A P A N E S E Y E N B O N D S – S E R I E S A (2000)

In June 2000, EDC issued Japanese Yen Bonds – Series A (2000) (the “Miyazawa II Bonds”) to a consortium of financial institutions,
in the aggregate principal amount of JPY22 billion (USD207 million). The Miyazawa II Bonds are guaranteed by the Government and
Japan Bank of International Cooperation (“JBIC”).
The Miyazawa II Bonds are required to be redeemed in June 2010 at a price equal to their principal amount. The Miyazawa II
Bonds bear interests at 2.37% per annum, payable semiannually in arrears on June 26 and Dec 26 of each year. Early redemption
of the bonds is allowed if, as a result of change of law, EDC will be required to pay additional amount at maturity, and such
obligation cannot be avoided by EDC after reasonable effort. Such early redemption is subject to a premium of 0.25% - 2.25% on
the principal amount, depending on how close the date of early redemption is to June 26, 2010. The premium is 0.25% between
June 26, 2008 to June 25, 2009, and no premium is payable if redemption is on June 26, 2009 or later.
In consideration for JBIC to guarantee repayment of the principal amount and accrued interest on the Miyazawa II Bonds, EDC and
the Government entered into an indemnity agreement with JBIC pursuant to which EDC and the Government agreed to reimburse
JBIC for any payments made by JBIC under the guarantee and pay interest at the greater of (i) 2% above the interest rate
applicable to the Miyazawa II Bonds and (ii) the interest rate applied by the government of Japan’s Trust Fund Bureau as its lending
rate. The indemnity agreement includes covenants regarding implementation of the projects, use of proceeds, and restrictions on
encumbrances, disposal of assets, merger, consolidation and dissolution on the part of EDC.
The Miyazawa II Bonds include restrictions on creation of encumbrances. In addition, the Miyazawa II Bonds include cross-default
provisions in the event that any payment is not made when due and payable under any other indebtedness of EDC having an
aggregate principal amount greater than USD5,000,000 or the equivalent, or in the event that any other indebtedness of EDC is
declared or would, with the giving of notice or passage of time or both, be capable of being declared due and payable prior to its
stated maturity.

T E R M L O A N F A C I L I T I E S F R O M O V E R S E A S E C O N O M I C C O O P E R A T I O N F U N D , J A P A N (OECF)

Between 1981 and 1997, EDC obtained six term loan facilities directly or indirectly from OECF (the “OECF Loans”) to finance its
development of various geothermal projects. Under the four oldest OECF Loans (i.e. PH-P31, PH-P41, PH-P100 and PH-P129), the
Government borrowed from the OECF, and lent the loans to NPC or PNOC under relending agreements, while NPC or PNOC in turn
relent a portion of the loan amount to EDC under separate relending agreements. Under a subsequent OECF Loan (PH-P142), the
Government borrowed from OECF and lent the loan amount to EDC directly, while under the last OECF Loan (PH-P176), EDC
borrowed from OECF directly with the Government’s guarantee. The OECF Loans have cross-default provisions referring to the
defaults under any other loan agreements between the direct borrower and the OECF.
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The table below sets out the specifics of each of the OECF Loans:
OECF Facility

Direct Lender

PH-P31 (8th Yen)

GOP

PH-P31 (8th Yen)
(restructured
portion)
PH-P41 (9th Yen)

GOP

PH-P100 (15th
Yen)*
PH-P129 (18th
Yen)

PNOC

GOP

GOP

Principal Amount
Borrowed from
Direct Lender

Repayment
Period/
Amortization

Interest
Rate
(per annum)

JPY4.99 billion
(USD47.1 million)
JPY720.0 million
(USD6.8 million)

1990 - 2010

3.0%

2002 - 2012

3.2%

JPY720.0 million
(USD6.8 million)
JPY3.18 billion
(USD30.0 million)
JPY80.0 million
(USD0.8 million)

1991 - 2011

3.0%

1999 - 2019

5.7%

2003 - 2023

5.5%

Outstanding
principal amount
as of September
30, 2009
JPY0.28 billion
(USD3.16 million)
JPY0.18 billion
(USD2.00 million)
JPY0.83 billion
(USD9.22 million)
JPY1.55 billion
(USD17.22 million)
JPY50.96 million
(USD0.57 million)

*As per the Share Purchase Agreement signed between Red Vulcan and PNOC on November 22, 2007, Red Vulcan will cause EDC to repay in full all
the PNOC on-lent loans no later than thirty six (36) months from November 22, 2007.

P E S O L O A N F R O M T H E I N T E R N A T I O N A L F I N A N C E C O R P O R A T I O N (“IFC”)

In November 2008, EDC entered into a loan agreement with the IFC, a shareholder of the Company, for USD100.0 million or its
peso equivalent of PHP4.1 billion. On January 7, 2009, the Company opted to draw the loan in peso and received the proceeds
amounting to PHP4,048.75 million, net of PHP51.25 million front-end fee. The loan is payable in 24 semi-annual installments after a
three-year grace period at an interest rate of 7.4% per annum for the first five years subject to re-pricing for another five to ten
years.
Under the loan agreement, the Company is restricted from creating liens, and is subject to the following covenants:
Current Ratio
The Company is required to maintain at all times on an unconsolidated basis, a ratio of current assets to current liabilities of at least
1.0x. Through 2009, the calculation of current liabilities excludes repayments or prepayments made or to be made under the
Miyazawa II loan Agreement and the PNOC On-Lent Agreements.
Financial Debt-to-EBITDA
The Company is required to maintain at all times on an unconsolidated basis, a ratio of its financial debt to the aggregate EBITDA
for the four consecutive quarters most recently ended of not more than 3.6x, however, IFC has allowed the Company to maintain a
financial debt-to-EBITDA ratio of not more than 6.5x for the period from September 30, 2009, to the earlier of: (a) December 31,
2010, or (b) the date falling at the end of any quarter ending prior to December 31, 2010 on which EDC has submitted satisfactory
evidence to IFC that EDC's financial debt-to-EBITDA on an unconsolidated basis for such quarter is not more than 3.6x.
Prospective Debt Service Coverage Ratio
The Company is required to maintain on an unconsolidated basis, a ratio of the aggregate of net income, non-cash items, interest
and other charges and Service Concession receivable and related interest income (reflected in the Cash Flow) to the aggregate of all
scheduled payments (excluding payments under Miyazawa I and II loan agreements) and any other payments to debt service
account excluding voluntary prepayments of not less than 1.1x.
Peak Debt Service Coverage Ratio
The Company is required to maintain on an unconsolidated basis, a ratio of the aggregate of net income, non-cash items, interest
and other charges on financial debt, and Service Concession receivable and related interest income (reflected in the Cash Flow) to
the highest aggregate amount, until the final scheduled maturity of the loan, of all scheduled payments (except Miyazawa I and II
loan agreements) and any other payments to debt service account excluding voluntary prepayments of not less than 1.0x.

F I X E D R A T E C O R P O R A T E N O T E S D U E 2014 A N D 2016

On July 3 and September 3, 2009, the Company issued Five Year and Seven Year Fixed Rate Corporate Notes (the “Notes”) in the
aggregate principal amount of PHP9.0 Billion. The Notes were offered to not more than nineteen (19) Primary Institutional Lenders,
as the term is defined in the Amended Implementing Rules and Regulations of the SRC. The proceeds of the Notes issuance were
used to refinance and redenominate outstanding foreign currency-denominated debts of the Company and fund other general
corporate purposes. The Notes are considered exempt securities under SRC Rule 9.2(2)(b).
The Notes constitute direct, unconditional, unsubordinated, unsecured and general obligations of the Company ranking at least pari
passu in all respects and ratably without preference or priority (with the exception of those which have preference solely by
operation of the law) with all other present and future unsubordinated and unsecured obligations of the Company.
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The Notes, due July 4, 2014 and July 3, 2016, for the Five Year and Seven Year Notes, respectively, are amortizing every six
months from their respective issue dates, until the 60th month for the Five Year Notes, and until the 84th month for the Seven Year
Notes. The interest rate on the Five Year Notes was fixed at 8.3729% for the Series 1 Five Year Notes, 8.4321% for the Series 3
Five Year Notes, and 9.4042% for the Series 2 Seven Year Notes.
Under the loan agreement, the Company is restricted from creating liens upon its assets and revenues (subject to certain
exceptions), and is subject to the following financial covenants: a ratio of total liabilities to total equity of no more than 70:30; a
ratio of current assets to current liabilities of at least 1:1; and a Debt Service Coverage Ratio of a minimum of 1.2x, on the basis of
the EDC’s annual audited unconsolidated financial statements or unaudited unconsolidated interim financial statements, as
applicable, which covenants will be tested at the end of six-month periods.

DESCRIPTION

OF

PROPERTIES

The Company’s principally-owned properties consist of lands, steam wells and power plants. The land improvements, buildings,
equipment, owned by the Company, have a net book value of PHP1,336.7 million as of September 30, 2009. The locations and
general description of these properties and equipment are described as follows:

Land

The Company is the registered owner of land located in various parts of the Philippines. As of December 31, 2006, these lands were
valued by General Appraisal Company (Philippines), Inc., an independent appraiser, at approximately PHP624.6 million. The
Company’s landholdings include the site of its principal office in Fort Bonifacio, Taguig, Metro Manila, other parcels used or to be
used for its various projects, such as sites for power plants for the Leyte Geothermal Production Field and the Northern Negros
Geothermal Project.
The following tables set out certain information regarding the Company’s landholdings and power plants.

Location/Project
Fort Bonifacio
Baguio
Bacon-Manito Geothermal Project
Northern Negros Geothermal Project
Southern Negros Geothermal Project
Leyte Geothermal Project
Various1
No. Luzon Wind Project
Total

Parcels of
land

1
1
104
256
97
936
8
2,196
3,599

Area
(hectares)

3.27
0.25
29.59
153.21
118.90
502.80
7.89
465.50

Under
expropriation

none
none
none
21
3
8
None
None

1,281.41

32

Acquired

Leased
none
none
none
106
7
9
none
2,196

with title to
EDC

1
1
13
12
0
21
8
none

2,318

Title for
consolidation

None
None
91
122
88
893
None
None

56

1,194

Note:
1
Various parcels of land associated with the Company’s Decentralized Energy System which will be transferred to PNOC

Fair Market Value
(PHP Millions)
Location/Project
Upper Mahiao Power Plant
Malitbog Power Plant
Leyte Optimization Power
Plants
Mahanagdong Power Plant
Mindanao Power Plants
Total

Buildings
20.25
80.96
6.59

32.29
140.09

Machinery
Telecom.
&
Equipment
Equipment
24.15
16.64
2,524.40
3.60
7,101.69
.85

Other Land
Improvements

.69

19.49
47.93

1,653.62

3,162.05
11,934.00

.15

53.99
2,579.39

Furniture Spare Parts
& Other
&
Equipment Equipment
4.73
1.36
.04
2.00
-

Medical
Equipment

1.02
2.75
8.54

4.41

2.41
10.18

-

83.11
83.11

Tools &
Equipment

TOTAL

-

2,591.53
7,189.14

2.32
2.32

85.43
3,272.98
14,805.56

-

1,666.48

The Board, during its meeting last November 13, 2007, approved the sale to PNOC of a parcel of land in Fort Bonifacio consisting of
29,291 sq.m. at a price of PHP57,000 per square meter. This land is covered by a swap arrangement among BCDA, DOE and EDC
to conform to the master development plan of Fort Bonifacio and the reconfiguration of boundaries reflecting the corrected
technical descriptions of the parties’ respective properties under the Taguig Cadastral Mapping BLLM # 1. On May 29, 2009, EDC
sold 19,785 sq.m. of FB land at PHP57,000 per sq.m. to PNOC. The draft Deed of Absolute Sale between EDC and PNOC for the
sale of the remaining 9,506 sq.m. lot is currently under review by the EDC team. The subject lot forms part of the land swap
agreement between BCDA and EDC under a Deed of Exchange, a tripartite agreement among BCDA, DOE and EDC. The Deed of
Exchange was signed by the heads of the concerned agencies last August 2009 and processing of the transfer of the titles with the
Registry of Deeds is on-going. The new Transfer Certificate of Titles (TCTs) is expected to be completed and released to the
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respective agencies by the end of 2009. The Deed of Absolute Sale with PNOC will be finalized and signed upon receipt by EDC of
the new clean TCT of the remaining 9,506 sq.m. lot. The Company is also in discussions with PNOC for a maximum term of the
contemplated lease of the sold FB lot.
All of the properties owned by the Company are not subject to any mortgage, lien, encumbrance, or limitation on ownership and
usage.
Of the 2,318 parcels of land leased by the Company, about 90% is comprised of perpetual road right of way easements, 8% of
properties pertaining to the wind farm with lease terms of 25 years, and the remaining 2% with expiration dates ranging from 5-10
years.
As of the date of this Prospectus, the Company intends to participate in the PSALM’s planned bidding for the sale of the BacMan
geothermal power plants. The schedule for the auction sale, as well as the terms and conditions of the sale, are still to be
determined by PSALM. Other than the foregoing, as of the date of this Prospectus, the Company currently has no concrete plans for
the purchase of any property of a significant value.

INTELLECTUAL PROPERTY

Although the Company has patent applications pending for its innovative technologies, it does not own any trademarks or service
marks except for the EDC tradename and logo. Management believes that the Company’s business as a whole is not materially
dependent on such marks or on any other intellectual property.

INSURANCE

It is the Company’s policy to obtain insurance coverage for its operating assets and employees that is in line with industry standards
and good business practices. EDC’s properties such as power plants, Fluid Collection and Re-cycling System, buildings, land
improvements, machinery and equipment in the various geothermal steamfield and power plant operations are presently covered
under the Industrial All Risk Policy with Machinery Breakdown and Business Interruption and Sabotage and Terrorism. The policy
which took effect on January 1, 2009 was secured from UCPB General Insurance Co., Inc. (87.5% Share), QBE Insurance
(Philippines) Inc. (7.5%) and Generali Pilipinas Insurance Co. (5%) through Lockton Phils. Insurance and Reinsurance Broker, Inc.
with a total sum insured of PHP83.49 Billion. The policy will expire on January 1, 2010. The policy was significantly re-insured to
international rated reinsurance companies with Swiss Re as the lead reinsurer. However, the Company self-insures its drilling rigs,
NNGP transmission lines and all Company vehicles that are three years old or more and whose present value is less than
PHP600,000. The Company also has insurance policies with private insurance companies that cover other aspects of its business,
including comprehensive general liability insurance, money, securities and payroll robbery insurance and directors’ and officers’
liability insurance. The Company’s marine cargo insurance continues to be secured from GSIS.
EDC is current in its insurance payments.
The Palinpinon and Tongonan power plant assets have a continued cover under the NPC-PSALM policy issued by GSIS until
December 31, 2009.
There can be no assurance that the insurance coverage described above will be adequate or will be renewed on the same terms or
at all.
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MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
The financial information presented below for the years ended December 31, 2008 and 2007 were derived from the consolidated
financial statements of the Company, prepared in accordance with PFRS, and audited by SGV & Co. in accordance with Philippine
Standards on Auditing. The financial information for the nine months ended September 30, 2009 and 2008 were derived from the
unaudited interim condensed consolidated financial statements of the Company, prepared in accordance with PAS 34, and reviewed
by SGV & Co. in accordance with PSRE 2410.
The following discussion focuses on the results of operations of EDC and its major subsidiary, FG Hydro. For these consolidated
financial statements, EDC followed the pooling-of-interests method and started the consolidation of the financial statements on
November 29, 2007, the time that both EDC and FG Hydro came under common control of First Gen Corporation.

CONSOLIDATED STATEMENTS

OF

INCOME

YTD September 2009 vs. YTD September 2008 Results
(in PHP millions)
Revenue from sale of electricity
Revenue from sale of steam
Interest income on service concession
Construction revenue
Revenue from drilling services
Total Revenues
Operations and maintenance
General and administrative
Purchased services and utilities
Construction costs
Depreciation and amortization
Total Operating Expenses
Interest income
Interest expense
Total Financial Income (Expenses)
Foreign exchange gains (losses) - net
Revenue from arbitration award
Derivatives Loss - net
Miscellaneous - net
Total Other Income (Charges)
Income Before Income Tax
Provision for Income Tax
Current
Deferred
Effect of Renewable Energy Law
Others
Net Income
Attributable to:
Equity holders of the parent company
Minority interests
EBITDA

For the periods ended
September 30 (Unaudited)

Horizontal Analysis
Increase/(Decrease)

Vertical Analysis

2009
10,232.5
3,127.6
1,490.4
521.8
614.4
15,986.7
(4,465.3)
(2,603.6)
(1,375.4)
(449.8)
(573.0)
(9,467.1)
305.1
(2,063.6)
(1,758.5)
197.1
(185.2)
(28.2)
(16.3)
4,744.8

2008
9,135.0
3,115.1
1,593.3
727.2
515.4
15,086.0
(3,699.6)
(622.2)
(1,140.7)
(626.9)
(506.9)
(6,596.3)
250.6
(1,636.8)
(1,386.2)
(5,533.9)
2,067.3
(69.1)
224.1
(3,311.6)
3,791.9

Amount
1,097.5
12.5
(102.9)
(205.4)
99.0
900.7
(765.7)
(1,981.4)
(234.7)
177.1
(66.1)
(2,870.8)
54.5
(426.8)
(372.3)
5,731.0
(2,067.3)
(116.1)
(252.3)
3,295.3
952.9

%
12.0%
0.4%
-6.5%
-28.2%
19.2%
6.0%
20.7%
318.5%
20.6%
-28.3%
13.0%
43.5%
21.7%
26.1%
26.9%
-103.6%
-100.0%
168.0%
-112.6%
-99.5%
25.1%

2009
64.0%
19.6%
9.3%
3.3%
3.8%
100.0%
-27.9%
-16.3%
-8.6%
-2.8%
-3.6%
-59.2%
1.9%
-12.9%
-11.0%
1.2%
0.0%
-1.2%
-0.1%
-0.1%
29.7%

2008
60.6%
20.6%
10.6%
4.8%
3.4%
100.0%
-24.5%
-4.1%
-7.6%
-4.2%
-3.4%
-43.8%
1.7%
-10.8%
-9.1%
-36.7%
13.7%
-0.5%
1.5%
-22.0%
25.1%

(1,066.3)

(1,550.9)

484.6

-31.2%

-6.7%

-10.3%

(2,959.2)
669.6
(3,355.9)
1,388.9

412.2
(1,138.7)
2,653.2

(2,959.2)
257.4
(2,217.2)
(1,264.3)

100.0%
62.4%
194.7%
-47.7%

-18.5%
4.2%
-21.0%
8.7%

0.0%
2.7%
-7.6%
17.6%

1,272.8
116.1
7,092.6

2,594.3
58.9
8,996.6

(1,321.5)
57.2
(1,904.0)

-50.9%
97.1%
-21.2%

8.0%
0.7%
44.4%

17.2%
0.4%
59.6%

Revenues

Revenues for the period ended September 30, 2009 increased by 6.0% or PHP900.7 million to PHP15,986.7 million from
PHP15,086.0 million during the same period in 2008 primarily due to the rise in average price/KWh for electricity sales.
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Revenue from Sale of Electricity
Revenue from sale of electricity increased by 12.0% or PHP1,097.5 million to PHP10,232.5 million in the first nine months of 2009
from PHP9,135.0 million during the same period in 2008 mainly on account of:
• Higher billed average price by PHP0.2341/KWh, due to the increase in inflation factor with the depreciation of the Peso
against the US dollar (PHP947.4 million);
• Higher sales volume by 59.0 GWh of Mindanao I in 2009 as the plant was put on shutdown by our BOT contractor from July
28, 2008 to October 11, 2008 due to a damaged 75 MVA transformer (PHP181.5 million);
• Higher sales volume by 14 GWh of Unified Leyte in 2009 due to the Company’s increase in annual nominated energy from
4,211 GWh to 4,288 GWh starting July 25, 2009 (PHP40.2 million); and
• Increased sales volume in 2009 of the Northern Negros power plant by 12.1 GWh with its re-commissioning last May 13,
2009 (PHP31.8 million).
These favorable variances were partly offset by lower sales volume by 31.5 GWh of FG Hydro due to lower dispatch and irrigation
requirements (PHP127.7 million).
Revenue from Sale of Steam
Revenue from sale of steam was up by 0.4% or PHP12.5 million to PHP3,127.6 million in the first three quarters of 2009 from the
PHP3,115.1 million during the same period in 2008. The increase was attributed to the following:
• Full recognition of Palinpinon 1 and Tongonan 1 billings as revenues effective January and February 2009, respectively, due
to the full amortization of their respective concession receivables as per IFRIC 12 (PHP204.4 million); and
• P0.0622/KWh hike in average price due to higher inflation factor (PHP128.5 million).
These were partly offset by the following:
• Recognition of Tongonan 1’s generation loss for 2009 (142 GWh); Palinpinon 2’s lower sales volume due to a drop of tested
dependable capacity of Okoy 5 module from 19.48 MW to 17.53 MW effective May 25, 2008 as a result of measurements
conducted on March 9-12, 2008 (22 GWh); lost operating hours incurred by Bacman’s Botong module due to the PMS
conducted in April 2009 and suspension of NPC’s obligations by reason of Force Majeure effective May 2, 2009 until May 30,
2009 due to damages sustained from Typhoon Dante (16.2 GWh) and the additional day of operation for 2008, i.e., being a
leap year (PHP314.4 million); and
• Lower inflation adjustments on prior year’s revenue recognized in 2009 based on NSO’s final indices (PHP6.1 million).
Interest Income on Service Concession
Interest income on concession receivable decreased by PHP102.9 million, or 6.5%, to PHP1,490.4 million in the first nine months of
2009 from PHP1,593.3 million during the same period in 2008. The decrease was brought about by the full amortization of
concession receivable for Palinpinon I and Tongonan I in December 2008 and January 2009, respectively, and the declining balance
of concession receivable for Palinpinon II, Bacman I & II, Mindanao I & II and Unified Leyte. The recognition of interest income on
Service Concession is in accordance with the adoption of Philippine Interpretation IFRIC 12.
Construction Revenue
The recognition of construction revenue is in accordance with the adoption of Philippine Interpretation IFRIC 12. On-going
developmental activities in Northern Negros Project’s buffer zone and in the Tanawon Project resulted in the recognition of
construction revenues in 2009 amounting to PHP498.7 and PHP23.1 million, respectively.
Revenue from Drilling Services
Revenue from drilling services increased by PHP99.0 million, or 19.2%, to PHP614.4 million in the first nine months of 2009 from
PHP515.4 million during the same period in 2008. The positive variance was mainly attributed to the increased unit rates for various
drilling services as per the new contract. Higher average PHP:USD exchange rate for the respective period (2009 PHP48.12:USD1.00 vs 2008 - PHP43.89:USD1.00) also contributed to the increase.

Operating Expenses

Operating expenses increased by 43.5% or PHP2,870.8 million to PHP9,467.1 million in the first nine months of 2009 from
PHP6,596.3 million for the same period in 2008 mainly due to higher general and administrative expenses (G&A) and operations
and maintenance (O&M) expenses.
Operations and Maintenance
Operations and maintenance expenses increased by 20.7% or PHP765.7 million to PHP4,465.3 million in the first nine months of
2009 from PHP3,699.6 million during the same period in 2008. Excluding the PHP248.4 million reversal in 2008 of provision for
business tax for Unified Leyte, the net increase of PHP517.3 million is accounted for by the following:
• Purchase of Turbine Rotor Blades for the Mahanagdong power plant in Leyte (PHP297.0 million) in 2009;
• Higher expenses for the Leyte Steam Augmentation Project (PHP441.5 million); and
• Higher real property tax expense in 2009 for Unified Leyte power plants (PHP204.6 million).
The foregoing variances were reduced by lower royalty fees for 2009 (PHP323.7 million) starting January 30, 2009 as per incentives
provided under Renewable Energy Act of 2008. The applicable royalty fee has been reduced to 1.5% of gross income on steam
and electricity sales.
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General and Administrative
General and Administrative expenses increased by 318.5% or PHP1,981.4 million to PHP2,603.6 million in the first nine months of
2009 from PHP622.2 million during the same period in 2008. Excluding the PHP1,116.2 million one-time reduction in 2008 for
allowance in doubtful accounts, the net increase amounted to PHP865.1 million and is accounted for by the following:
• Income tax due on the 3rd and 4th tranches of revenue from arbitration award (PHP363.3 million);
• Higher consultancy services incurred in 2009 primarily for legal services relative to the real property assessments to EDCParent and for financial, business development and other services rendered by First Gen Corporation (PHP190.9 million);
• Provision for impairment of inventory materials with none during the same period in 2008 (PHP119.8 million);
• Higher business and other expenses (PHP95.3 million); and
• Higher allowance for doubtful accounts mainly for input VAT claims from the BIR (PHP88.8 million).
Purchased Services and Utilities
Purchased services and utilities increased by 20.6% or PHP234.7 million to PHP1,375.4 million in the first nine months of 2009 from
PHP1,140.7 million during the same period in 2008, mainly on account of higher expenses on professional/consultancy services
particularly for the Leyte Steam Augmentation Project (PHP146.0 million), other geothermal drilling and third-party drilling
operations in Lihir (PHP81.3 million), purchased services for the shipment of drilling materials to field geothermal projects (PHP63.2
million) and for rehabilitation works undertaken in the Bacman Project as a result of Typhoon Dante (PHP55.6 million).
The increase was partly offset by lower BOT fees (PHP140.1 million) with the completion of the contracts for Mindanao I & II
geothermal power plants.
Construction Costs
The recognition of construction cost is in accordance with the adoption of Philippine Interpretation IFRIC 12. On-going
developmental activities in Northern Negros Project’s buffer zone and in the Tanawon Project resulted in the recognition of
construction costs in 2009 amounting to PHP429.9 million and PHP19.9 million, respectively.
Depreciation and Amortization
The 13.0% or PHP66.1 million increase to PHP573 million in the first nine months of 2009 from PHP506.9 million during the same
period in 2008 was mainly due to the depreciation of newly acquired plant equipment and assets assigned to head office and drilling
groups.

Financial Income (Expenses)

Financial Expenses-net increased by 26.9% or PHP372.3 million to PHP1,758.5 million in the first nine months of 2009 from
PHP1,386.2 million during the same period in 2008 due to higher debt servicing costs largely on account of the IFC loan and the
Fixed Rate Corporate Notes (FRCN) availed in January, July, and September 2009.
Interest Income – net
Interest income increased by 21.7% or PHP54.5 million to PHP305.1 million in the first nine months of 2009 from PHP250.6 million
during the same period in 2008. The favorable variance was contributed by higher balances of investible funds coming primarily
from IFC loan availed in January 2009 (PHP73.5 million) reduced by lower interest income accretion on outstanding NPC receivable
further to the Arbitral Award (PHP7.7 million).
Interest Expense
Interest expense increased by 26.1% or PHP426.8 million to PHP2,063.6 million in the first nine months of 2009 from PHP1,636.8
million during the same period in 2008. The increase is primarily on account of the following loan availments in 2009: (1) IFC Loan
(PHP231.6 million), (2) fixed rate corporate notes (FRCN) (PHP182.4 million) and (3) short-term financing from other local banks
(PHP124.5 million).
The foregoing variances were reduced by the following:
• Lower interest charges on loans due to the full settlement of the Miyazawa I loan in June 2009 and to lower outstanding
balances of IBRD, JBIC loans and PSALM’s deferred payment facility for FG Hydro (PHP117.1 million); and
• Lower accretion of Day 1 gain on royalty fee payable due to regular amortization payments (PHP115 million).

Other Income (Charges)

The reported other charges – net significantly decreased by 99.5% or PHP3,295.3 million to PHP16.3 million in the first nine months
of 2009 from PHP3,311.6 million during the same period in 2008. The favorable variance was primarily contributed by the current
period's foreign exchange gain in contrast to the prior period’s foreign exchange loss, partly offset by the PHP2,067.3 million arbitral
award rendered on March 25, 2008.
Foreign Exchange Gain (Loss) - net
A PHP197.1 million foreign exchange gain - net was recognized for the first nine months of 2009 as against a PHP5,533.9 million
loss during the same period in 2008, primarily due to appreciation of PHP vs. USD in 2009 in contrast to the PHP depreciation vs.
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USD during same period in 2008. Also contributing to this was the slight appreciation of JPY vs. the USD for the current period as
against the significant appreciation of JPY vs. the USD in 2008.
The comparative foreign exchange rates against the USD were as follows:
JPY:USD

PHP:USD

September 30, 2008

104.188

47.050

December 31, 2008

90.942

47.520

September 30, 2009

90.106

47.390

December 31, 2007

113.688

41.411

Revenue from Arbitration Award
Revenue from arbitration award pertains to the one time recognition of a PHP2,067.3 million income arising from the favorable
award to EDC pertaining to the long-standing contract implementation issues on PPAs with NPC. The award was rendered last
March 25, 2008.
Derivatives Loss - net
Derivative loss - net increased by 168.0% or PHP116.1 million to the PHP185.2 million in 2009 from PHP69.1 million during the
same period in 2008. The increase was mainly brought about by the loss on forward currency contracts with Calyon for Japanese
Yen (PHP165.1 million) and various banks for US dollar currency (PHP10.5 million) while the PHP69.1 million derivative loss during
the same period in 2008 mainly pertained to the forward currency contract with Calyon (PHP98.6 million). The foregoing hedging
contracts, covering the Miyazawa 1 loan, were all consummated on May 28, 2009.
Additionally, FG Hydro’s recognition of PHP9.5 million derivatives loss in 2009 as against the PHP29.5 million derivatives gain during
the same period in 2008 on embedded currency options in its PRUP Contract with VA TECH HYDRO Gmbh, now known as Andritz
Hydro Gmbh (Contractor), contributed to the unfavorable variance.
Miscellaneous – net
Miscellaneous charges - net increased by 112.6% or PHP252.3 million to PHP28.2 million in 2009 from PHP224.1 million
miscellaneous income-net during the same period in 2008, mainly on account of the following:
•
Lower other income recognized for the appraised value of spare parts inventories of the Mindanao power plants turned over
by the BOT contractor in June 2009 (PHP54 million) vs. Unified Leyte in June 2008 (PHP260.6 million); and
•
Write-down of exploration and evaluation assets, i.e., well TO-1D of Mindanao project, (PHP77.6 million).

Provision for Income Tax

Current tax expense decreased by 31.2% or PHP484.6 million to PHP1,066.3 million in the first nine months of 2009 from
PHP1,550.9 million during the same period in 2008. This was mainly due to the reduced corporate income tax rate under the
Renewable Energy (RE) Law of 10% starting February 2009 and 30% for January 2009 versus 35% in 2008 (PHP854.6 million) and
income tax paid in 2008 on Tranches 1 & 2 of the arbitral award (PHP194.5 million), partly offset by the payment of income tax
liability on income on the sale of FB land and building (PHP564.5 million).
Deferred tax expense increased by PHP2,701.8 million to PHP2,289.6 million in the first nine months of 2009 from the PHP412.2
million deferred tax benefit during the same period in 2008 mainly due to the following:
•
Write-down of PHP2,959.2 million deferred tax assets balance as of January 31, 2009 due to the effect of the implementation
of Renewable Energy Act; and
•
Deferred tax liability on unrealized foreign exchange gains in 2009 in contrast with the unrealized foreign exchange loss in
2008 (PHP884 million) - net of PHP571.8 million pool unit adjustments/amortization of transaction costs (PHP1,332.0 million).
These were reduced by the following:
•
Higher deferred tax benefit due to the provision for doubtful accounts in 2009 (PHP11.8 million) vs. reduction in allowance for
doubtful accounts in 2008 (PHP461.8 million);
•
Reversal in 2009 of deferred tax liabilities on the 3rd and 4th tranches arbitration income (PHP311.4 million) net of set-up for
the steam portion under PD 1442; and
•
Reversal of deferred tax liability on income from the sale of FB land and building (PHP309.3 million).

Page | 83

Net Income

Net income in the first nine months of 2009 decreased by 47.7% or PHP1,264.3 million to PHP1,388.9 million from PHP2,653.2
million during the same period in 2008. The lower return resulted largely from the write-down of deferred tax assets, higher
operating expenses and one-time transaction reported in 2008, i.e., arbitral award to EDC. These were reduced by the current
period’s foreign exchange gain in contrast to the prior period’s foreign exchange loss and the increase in revenues.
Net income represented 8.7% of total revenues in the first nine months of 2009 compared to the 17.6% during the same period in
2008. The reduction was essentially accounted by higher operating expenses this year.

CONSOLIDATED STATEMENTS

OF

INCOME

December 2008 vs. December 2007 Results
(in PHP millions)
Revenue from sale of electricity
Revenue from sale of steam
Interest income on service concession
Construction revenue
Revenue from drilling services
Total Revenues
Operations and maintenance
Purchased services and utilities
General and administrative
Construction costs
Depreciation and amortization
Total Operating Expenses
Interest income
Interest expense
Total Financial Income (Expenses)
Foreign exchange gains (losses) – net
Revenue from arbitration award
Derivatives Gain - net
Miscellaneous – net
Total Other Income (Charges)
Income Before Income Tax
Current
Deferred
Provision for Income Tax
Net Income
Attributable to:
Equity holders of the parent company
Minority interests
EBITDA

For the years ended
December 31 (Audited)

Horizontal Analysis
Increase/(Decrease)

Vertical Analysis

2008
12,518.2
4,242.5
2,107.8
932.3
726.1
20,526.9
(5,046.0)
(1,523.9)
(1,312.7)
(803.7)
(657.1)
(9,343.4)
332.6
(2,152.5)
(1,819.9)
(9.357.1)
2,067.3
420.0
159.1
(6,710.7)
2,652.9
(2,142.6)
835.0
(1,307.6)
1,345.3

2007
11,508.9
4,521.2
2,236.9
108.8
624.8
19,000.6
(3,078.9)
(3,111.4)
(2,425.7)
(101.1)
(244.4)
(8,961.5)
650.0
(1,600.0)
(950.0)
3,995.8
0.0
56.0
(204.4)
3,847.4
12,936.5
(2,311.0)
(1,857.2)
(4,168.2)
8,768.3

Amount
1,009.3
(278.7)
(129.1)
823.5
101.3
1,526.3
(1,967.1)
1,587.5
1,113.0
(702.6)
(412.7)
(381.9)
(317.4)
(552.5)
(869.9)
(13,352.9)
2,067.3
364.0
363.5
(10,558.1)
(10,283.6)
168.4
2,692.2
2,860.6
(7,423.0)

%
8.8%
(6.2%)
(5.8%)
756.9%
16.2%
8.0%
63.9%
(51.0%)
(45.9%)
695.0%
169.0%
4.3%
(48.8%)
34.5%
91.5%
(334.2%)
100.0%
650.0%
(177.8%)
(274.4%)
(79.5%)
(7.3%)
(145.0)
(68.6%)
(84.7%)

2008
61.0%
20.7%
10.3%
4.5%
3.5%
100.0%
(24.6%)
(7.4%)
(6.4%)
(3.9%)
(3.2%)
(45.5%)
1.6%
(10.5%)
(8.9%)
(45.6%)
10.1%
2.0%
0.8%
(32.7%)
(12.9%)
(10.4%)
4.1%
(6.3%)
6.6%

2007
60.6%
23.8%
11.8%
0.6%
3.2%
100.0%
(16.2%)
(16.4%)
(12.8%)
(0.5%)
(1.3%)
(47.2%)
3.4%
(8.4%)
(5.0%)
21.0%
0.0%
0.3%
(1.0%)
20.3%
68.1%
(12.2%)
(9.8%)
(22.0%)
46.1%

1,308.0
37.3

8,692.2
76.1

(7,384.2)
(38.8)

(85.0%)
(51.0%)

6.4%
0.2%

45.7%
0.4%

11,859.3

10,323.4

1,535.9

14.9%

57.8%

54.3%

Revenues
Total revenues for the year ended December 31, 2008 increased by PHP1,526.3 million, or 8%, to PHP20,526.9 million from
PHP19,000.6 million in 2007 primarily due to consolidation of FG Hydro’s full year electricity revenue to EDC in 2008 compared to
only the December 2007 revenue. The purchase by EDC of 60% in FG Hydro is deemed effective on November 29, 2007, the date
EDC and FG Hydro came under common control of First Gen under the pooling-of-interests method. This was augmented by higher
construction revenue in 2008.
Revenue from Sale of Electricity
Revenue from sale of electricity increased by PHP1,009.3 million, or 8.8%, to PHP12,518.2 million in 2008 from PHP11,508.9 million
in 2007 on account of the following:
• Higher FGHPC’s revenue with the full year recognition in 2008 as against one month in 2007 (PHP1,166.5 million);
• Higher average price, by PHP0.0330/KWh, due to the increased inflation factor with the appreciation of the US dollar against
the peso in 2008 (PHP164.2 million); and
• Additional PHP10.6 million revenue from inflation adjustments of prior year's billings recognized in 2008 as against the
PHP24.0 million reduction in revenue from inflation adjustments of prior year's billings recognized in 2007 based on the final
indices from the National Statistics Office.
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The foregoing favorable variances were partly offset by the decrease in billed volume by 122.9 GWh (PHP356 million) mainly due to
the following:
• Breakdown of Mindanao 1’s transformer from July 2008 to October 2008 (80.5 GWh); and
• Temporary shutdown of Northern Negros, which dropped its electricity generation to 15.8 GWh in 2008 from its 115.7 GWh
generation in 2007, due to the accumulation of calcite deposits in the production wells (54.4 GWh )
Revenue from Sale of Steam
Revenue from sale of steam decreased by PHP278.7 million, or 6.2%, to PHP4,242.5 million in 2008 from PHP4,521.2 million in
2007. The decrease was primarily contributed by the following:
• Higher revenue recognition in 2007 due to NPC’s acceptance of Tongonan 1 shortfall generations from 1985 to 1989 whereas
no such type of transaction was recognized in 2008 (PHP321 million); and
• Lower prior year’s inflation billing adjustments recognized in 2008 compared with 2007 due to preceding year’s drop in final
indices as published by the National Statistics Office (PHP15 million).
Offsetting the foregoing unfavorable variances were the following:
• Increase by PHP0.0190/KWh in average price due to higher inflation factor (PHP58.8 million); and
• Higher sales volume by 2.2 GWh brought about by Palinpinon II’s 26.2 GWh increment in generation volume and the 7.0 GWh
increase in billed volume accounted by the additional one (1) day for 2008 due to its being a leap year, partly reduced by
Palinpinon I's 28.7 GWh drop in generation volume (PHP3.7 million).
Interest Income on Service Concession
Interest income on concession receivable decreased by PHP129.1 million, or 5.8%, to PHP2,107.8 million in 2008 from PHP2,236.9
million in 2007. The unfavorable variance was brought about by the decreasing balance of concession receivable due to its regular
amortization.
Construction Revenue
Construction revenue increased by PHP823.5 million or 756.9% to PHP932.3 million in 2008 from PHP108.8 million in 2007. The
revenue in 2008 pertained to the recognition of intangible asset for the Northern Negros buffer zone (PHP681.3 million) and
Tanawon project in Albay PHP250.94 million) as these projects are already in the development stage. On the other hand, the
revenue in 2007 pertained to the remaining works undertaken for the Northern Negros Fluid Collection and Reinjection System
("FCRS") and power plant, which were completed in February 2007.
Revenue from Drilling Services
Revenue from drilling services increased by PHP101.3 million, or 16.2%, to PHP726.1 million in 2008 from PHP624.8 million in 2007.
The favorable variance was attributed to higher drilling-revenue days (2008 = 362 days vs. 2007 = 280 days) and increased rates
for the various services rendered to Lihir Gold Limited in 2008.

Operating Expenses

Operating expenses increased by PHP381.9 million, or 4.3%, in 2008 to PHP9,343.4 million from PHP8,961.5 million in 2007 mainly
due to higher maintenance of field facilities and construction costs mitigated by lower purchased services and utilities, and general
and administrative expenses.
Operations and Maintenance
Operations and maintenance increased by PHP1,967.1 million, or 63.9%, to PHP5,046 million in 2008 from PHP3,078.9 million in
2007 mainly due to the grantor assessment adjustment in 2007 as a result of the re-computation of the recoverable costs with the
DOE (PHP866.4 million). No such type of adjustment was made in 2008. Excluding the impact of the grantor’s assessment, the
adjusted increase of PHP1,100.7 million was primarily accounted by the following:
• Higher costs incurred in 2008 for the construction of pads and for the FCRS in Unified Leyte and Tongonan 1 (PHP442.1
million);
• Higher material consumption in 2008 (PHP399.2 million) mainly for the civil works activities and for the work-over of
geothermal wells, particularly in Leyte;
• Increase in maintenance expenditures, particularly on the power plant facilities already turned over to the Company in Leyte
(PHP212.4 million);
• Higher drilling rigs operating expenses charged to geothermal operations due to the increased number of wells work-over
(2008 = 28 wells vs. 2007 = 17 wells) in certain project locations (PHP91.6 million);
• Higher personnel costs largely attributed to additional personnel hired for the operations of turned over power plants in Leyte
coupled with the start of NNGPF's commercial operations in June 2007 and by the merit increase granted in 2008 (PHP155.5
million);
• Higher royalty fees attributed to the hike in deemed steam prices effected starting July 2007 for the electricity plants in Leyte
and Mindanao, coupled with the decrease in Palinpinon area’s recovery level from 30% to 10% starting January 2008
(PHP90.5 million); and
• Full year recognition of FGHPC’s operations and maintenance expenses in 2008 versus the one month recognition in 2007
(PHP112.4 million).
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The aforementioned variances were partly reduced by:
• Lower business tax on electricity revenues and real property tax on power plants in Leyte, Mindanao and Northern Negros
(PHP312.4 million); and
• Higher proceeds from insurance claims (2008 = PHP205.2 million vs. 2007 = PHP63.7 million) on typhoon damages (PHP141.5
million).
Purchased Services and Utilities
Purchased services and utilities significantly decreased by PHP1,587.5 million, or 51%, to PHP1,523.9 million in 2008 from
PHP3,111.4 million in 2007 largely on account of lower BOT fees (PHP1,711.7 million) given the completion of the BOT contracts for
Malitbog and Mahanagdong power plants on July 25, 2007 and Leyte Optimization power plants on September 25, 2007. These
were reduced by higher expenses in 2008 for professional and consultancy services particularly on drilling activities in Lihir, Papua,
New Guinea and for well work-over activities in Leyte and Northern Negros (PHP224.0 million).
General and Administrative
The PHP1,113 million, or 45.9%, drop to PHP1,312.7 million in 2008 from PHP2,425.7 million in 2007, was mainly accounted for by
higher reduction in allowance for doubtful accounts - net (PHP1,353.8 million) in 2008 as a favorable result of the arbitration
between EDC and NPC on the royalty component of the revenue from shortfall generation, which was awarded in favor of EDC. This
was reduced by higher third party services for geothermal operations (PHP129.1 million) and FGHPC’s full year recognition field
administrative expenses in 2008 versus the one month recognition in 2007 (PHP156.3 million).
Construction Costs
Construction costs increased by PHP702.6 million or 695% to PHP803.7 million in 2008 from PHP101.1 million in 2007. The
construction costs in 2008 pertained to the recognition of intangible asset for the Northern Negros buffer zone (PHP587.4 million)
and Tanawon project in Albay (PHP216.3 million) as these projects are already in the development stage. On the other hand, the
construction costs in 2007 pertained to the remaining works undertaken for the Northern Negros FCRS and power plant, which were
completed in February 2007.
Depreciation and Amortization
The PHP412.7 million increase, or 169%, to PHP657.1 million in 2008 from PHP244.4 million in 2007 was mainly due to the full year
recognition of FGHPC’s power plant depreciation in 2008 compared to the one month depreciation recognized in 2007 (PHP268.7
million) coupled with the full year amortization of intangible assets in Northern Negros Geothermal Project in 2008 versus the seven
months in 2007.

Financial Income (Expenses)

The PHP869.9 million increase in expenses, or 91.5%, in 2008 to PHP1,819.9 million from PHP950.0 million in 2007, is largely due
to higher debt servicing for geothermal operations arising from the Peso depreciation and Yen appreciation against the US dollar
coupled with the full year recognition of FGHPC’s interest expense in 2008 versus the one month recognition in 2007 and the lower
interest income on reduced funds placements.
Interest Income
Interest income decreased by PHP317.4 million, or 48.8%, to PHP332.6 million in 2008 from PHP650 million in 2007. The
unfavorable variance was largely contributed by this year's lower interest income on funds placements (PHP425.5 million), partly
offset by the recognition of interest income accretion on arbitrated receivables from NPC starting March 25, 2008 (PHP108.1 million).
Interest Expense
Interest expense increased by PHP552.5 million, or 34.5%, to PHP2,152.5 million in 2008 from PHP1,600.0 million in 2007. The
unfavorable variance was mainly on account of the following:
• Peso depreciation and Yen appreciation against the US dollar which largely influenced the increase of interest expense on
foreign loans (PHP472.8 million);
• Recognition of FGHPC’s full year interest expense in 2008 versus the one month recognition in 2007 (PHP322.6 million);
• Higher short-term financing costs incurred in 2008 (PHP17.3 million); and
• Interest accretion on day 1 gain from royalty payable (PHP14.2 million).
The aforementioned factors were reduced by the drop in interest charges due to the reduction of outstanding loans mainly from the
prepayment of two term loans in 2007 (PHP274.4 million).

Other Income (Charges)

The reported other charges in 2008 amounting to PHP6,710.7 million was a turnaround from the PHP3,847.4 million other income net in 2007, primarily contributed by the foreign exchange losses incurred in 2008 against the foreign exchange gains earned in
2007, reduced by other income from NPC for the arbitral award recognized in March 2008.
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Foreign Exchange Gains (Losses)
Net foreign exchange loss of PHP9,357.1 million was a reversal of the PHP3,995.8 million gain in 2007, primarily due to higher rate
of JPY appreciation vs. USD in 2008 compared to the same period in 2007. The exchange rate depreciation in the current period of
PHP vs. the USD was also a marked reversal of the appreciation posted for the same period in 2007.
The comparative foreign exchange rates against the USD were as follows:
December 31, 2006
December 31, 2007
December 31, 2008

JPY : USD
118.934
113.688
90.942

PHP : USD

49.045
41.411
47.520

Revenue from arbitration award
The PHP2,067.3 million recognized in 2008 pertained to prior years’ contested revenues in Unified Leyte which were resolved
through arbitration with NPC. The arbitral award in March 2008 was in favor of EDC. No such type of transaction occurred in 2007.
Derivatives Gain - net
Derivative gain significantly increased by PHP364 million, or 650%, to PHP420.0 million in 2008 from PHP56.0 million in 2007. This
year's derivative gain of PHP384.7 million pertained to the fair valuation of the hedging contracts covering JPY 8 billion of the
Miyazawa 1 loan and the recognition of FGHPC’s derivative gains on currency options in 2008 (PHP35.3 million) while the derivative
gain in 2007 of PHP56 million attributed to the prepayment options on term loans which were prepaid in 2007.
Miscellaneous – net
Miscellaneous income - net increased by PHP363.5million, or 177.8%, to PHP159.1 million income in 2008 from PHP204.4 million
miscellaneous charges in 2007 mainly due to the fair value recognition of the power plants’ inventories turned over by the BOT
contractor amounting to PHP260.6 million and the higher gain on sale of AFS investments amounting to PHP38.4 million. The
PHP260.6 million favorable variance pertained to the appraised value of the spare parts for the power plant inventories that were
turned-over to the Company when the 10-year cooperation period with the Build-Operate-Transfer Contractor expired.

Provision for Income Tax

Current tax expense decreased by PHP168.4 million, or 7.3%, to PHP2,142.6 million in 2008 from PHP2,311 million in 2007 largely
due to higher steam charges on electricity sales starting July 2007 and higher deductible expenses on electricity operations reduced
by the PHP194.5 million income tax payment on the PHP1.0 billion collection in July 2008 of arbitrated receivables from NPC.
Deferred tax income of PHP835.0 million in 2008 was a turnaround from the PHP1,857.2 million deferred tax expense in 2007
mainly because of the unrealized foreign exchange loss on realignment of long-term foreign loans in 2008 in contrast to the
unrealized foreign exchange gain incurred in 2007, reduced by the deferred tax liability on unsettled other income from the arbitral
award recognized in March 2008.

Net Income

Resulting net income decreased by PHP7,423.0 million, or 84.7%, to PHP1,345.3 million in 2008 from PHP8,768.3 million in 2007.
In 2008, net income represented 6.6% of total revenue compared to 46.1% of total revenue in 2007, primarily due to higher
foreign exchange losses, higher interest charges and higher operating expenses, partly offset by higher revenues and lower
provision for income tax.
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CONSOLIDATED STATEMENTS

OF

INCOME

December 2007 vs. December 2006 Results
(in PHP millions)
Revenue from sale of electricity
Revenue from sale of steam
Interest income on service concession
Construction revenue
Revenue from drilling services
Total Revenues
Operations and maintenance
Purchased services and utilities
General and administrative
Construction costs
Depreciation and amortization
Total Operating Expenses
Interest income
Interest expense
Total Financial Income (Expenses)
Foreign exchange gains (losses) – net
Derivatives Loss - net
Miscellaneous – net
Total Other Income (Charges)
Income Before Income Tax
Current
Deferred
Provision for/benefit from income tax
Net Income
Attributable to
Equity holders of the parent company
Minority interests
EBITDA

For the years ended
December 31 (Audited)

Horizontal Analysis
Increase/(Decrease)

Vertical Analysis

2007
11,508.9
4,521.2
2,236.9
108.8
624.8
19,000.6
(3,078.9)
(3,111.4)
(2,425.7)
(101.1)
(244.4)
(8,961.5)
650.0
(1,600.0)
(950.0)
3,995.8
56.0
(204.4)
3,847.4
12,936.5
(2,311.0)
(1,857.2)
(4,168.2)
8,768.3

2006
12,329.3
4,173.4
2,357.6
6,600.0
261.4
25,721.7
(3,242.0)
(5,097.0)
(1,047.3)
(6,021.2)
(97.7)
(15,505.2)
330.2
(2,330.8)
(2,000.6)
2,041.0
(145.9)
(22.0)
1,873.1
10,089.0
(1,698.0)
(1,527.7)
(3,225.7)
6,863.3

Amount
(820.4)
347.8
(120.7)
(6,491.2)
363.4
(6,721.1)
163.1
1,985.6
(1,378.4)
5,920.1
(146.7)
6,543.7
319.8
730.8
1,050.6
1,954.8
201.9
(182.4)
1,974.3
2,847.5
(613.0)
(329.5)
(942.5)
1,905.0

%
(6.7%)
8.3%
(5.1%)
(98.4%)
139.0%
(26.1%)
(5.0%)
(39.0%)
131.6%
(98.3%)
150.1%
(42.2%)
96.9%
(31.3%)
(52.5%)
95.8%
(138.4%)
824.9%
105.4%
28.2%
36.1%
21.6%
29.2%
27.8%

2007
60.6%
23.8%
11.8%
0.6%
3.2%
100.0%
(16.2%)
(16.4%)
(12.8%)
(0.5%)
(1.3%)
(47.2%)
3.4%
(8.4%)
(5.0%)
21.0%
0.3%
(1.1%)
20.2%
68.1%
(12.2%)
(9.8%)
(21.9%)
46.1%

2006
47.9%
16.2%
9.2%
25.7%
1.0%
100.0%
(12.6%)
(19.8%)
(4.1%)
(23.4%)
(0.4%)
(60.3%)
1.3%
(9.1%)
(7.8%)
7.9%
(0.6%)
0.0%
7.3%
39.2%
(6.6%)
(5.9%)
(12.5%)
26.7%

8,692.2
76.1

6,863.3
0

1,828.9
76.1

26.6%
100.0%

45.7%
0.4%

26.7%
0.0%

10,323.4

10,344.6

(21.2)

(0.2%)

54.3%

40.2%

Revenues

Total revenues for the year ended December 31, 2007 decreased by PHP6,721.1 million, or 26.1%, to PHP19,000.6 million from
PHP25,721.7 million in 2006 primarily due to lower construction revenue recognized (by PHP6,491.2 million) as the construction of
FCRS and power plant in Northern Negros were already 98.6% complete in 2006, coupled with the decrease in both inflation indices
and billed volume for electricity sales.
Revenue from Sale of Electricity
Revenue from electricity sales declined by PHP820.4 million, or 6.7%, to PHP11,508.9 million in 2007 from PHP12,329.3 million in
2006. This was attributed to the combined decrease in average inflation indices by PHP0.223/KWh, as influenced by the Peso
appreciation against the US dollar, and in billed volume by 58 GWh arising from the reduction in nominated energy of the Leyte
BOT power plants to 4,211 GWh from 4,388 GWh starting July 25, 2006. The 2007 and 2006 actual billings amounted to
PHP14,747.9 million and PHP15,785.3 million, respectively. These were reduced by an amount corresponding to the amortization of
concession receivables for the BOT plants in Leyte and Mindanao, i.e., PHP3,456 million and the recognition of FGHPC’s one month
electricity revenue in 2007 (PHP217 million).
Revenue from Sale of Steam
Revenue from steam sales increased by PHP347.8 million, or 8.3%, to PHP4,521.2 million in 2007 from PHP4,173.4 million in 2006.
The increase resulted mainly from NPC’s recognition of the previously disputed Tongonan 1 shortfall generation billings from 1985
to 1989 (PHP321 million) coupled with the increase in inflation indices by an average of PHP0.0306/KWh (by PHP94.6 million) and
reduced by the lower 2007 surplus generation billings (by PHP67.3 million or equivalent to 42 GWh).
Billings for 2007 and 2006 amounted to PHP5,373.0 million and PHP5,025.2 million, respectively, reduced by PHP851.8 million
yearly amortization of concession receivable for Tongonan 1, Palinpinon 1 & 2 and Bacman 1 & 2.
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Interest Income on Service Concession
Interest income on service concession receivable decreased by PHP120.7 million, or 5.1%, to PHP2,236.9 million in 2007 from
PHP2,357.6 million in 2006 due to increasing fraction of the principal component in the annual amortization of concession receivable.
Revenue from Drilling Services
Revenue from drilling services jumped by PHP363.4 million, or 139%, to PHP624.8 million in 2007 from PHP261.4 million in 2006
principally due to the 10-month revenue period recognized in 2007 contract as against the six-month revenue period in 2006.
Construction Revenue
Construction revenue fell by PHP6,491.2 million, or 98.4%, to PHP108.8 million in 2007 from PHP6,600 million in 2006 as 66.7% of
the construction activities for the Northern Negros FCRS and power plant was completed in 2006 vs. 1.4% in 2007.

Operating Expenses

Operating expenses substantially decreased by PHP6,543.7 million, or 42.2%, in 2007 to PHP8,961.5 million from PHP15,505.2
million in 2006 mainly due to lower purchased services and utilities and construction costs.
Operations and Maintenance
The PHP163.1 million decline, or 5%, to PHP3,078.9 million in 2007 from PHP3,242 million in 2006 resulted primarily from the
adjustment of the grantor’s assessment on the Company’s steamfield operations covering translation effects of the Company’s
foreign loans and financing costs (PHP866.4 million). This was partly reduced by the increase in 2007 of O&M costs of the already
transferred Leyte BOT power plants (PHP228.7 million) and by the O&M costs for the Northern Negros geothermal project in June
2007 (PHP299.7 million). Additionally, cost for the Lihir drilling operations increased due to the 10-month revenue period recognized
in 2007 contract as against the six-month revenue period in 2006.
Purchased Services and Utilities
Purchased services and utilities decreased by PHP1,985.6 million, or 39%, to PHP3,111.4 million in 2007 from PHP5,097 million in
2006, largely on account of lower BOT fees (PHP2,677.2 million) paid with the completion of the BOT contracts for Upper Mahiao on
June 25, 2006, Malitbog and Mahanagdong power plants on July 25, 2007 and Leyte Optimization power plants on September 25,
2007, and the significant appreciation of the Peso against the US dollar.
The reduction was partly offset by the purchase of replacement power and the VECO contract termination costs for Northern Negros
Project (PHP204.4 million) coupled with the higher expenditures for third party services in 2007 for the work-over of existing
geothermal wells (PHP162.2 million) and the Lihir drilling operations (PHP45. million).
General and Administrative
The PHP1,378.4 million rise, or 131.6%, to PHP2,425.7 million in 2007 from PHP1,047.3 million in 2006, was mainly accounted for
by the PHP737.6 million reduction of the allowance for doubtful accounts in 2006 with the BIR’s issuance of tax credit certificate.
Excluding the foregoing credit adjustment, the net increase in 2007 amounted to PHP590.7 million only and is accounted for by the
following:
• Insurance premiums paid in 2007 for the following geothermal power plants transferred to the Company with the completion
of BOT contracts, Upper Mahiao, Malitbog, Mahanagdong and Leyte Optimization, and the Northern Negros power plant
(PHP259.1 million);
• Expenses for the seven month operations of the Northern Negros Project in 2007 (PHP229 million); and
• Higher accrual in 2007 for retirement benefits with the assumed lower yield on the plan’s investments, i.e., from 10% to 7%,
based on the actuarial valuation report prepared in 2007 (PHP93.9 million).
Construction Costs
Construction costs significantly dropped by PHP5,920.1 million, or 98.3%, to PHP101.1 million in 2007 from PHP6,021.2 million in
2006 as 66.7% of the construction activities for the Northern Negros FCRS and power plant was completed in 2006 vs. 1.4% in
2007.
Depreciation and Amortization
The PHP146.7 million increase, or 150.1%, to PHP244.4 million in 2007 from PHP97.7 million in 2006 mainly resulted from the start
of amortization in June 2007 of the Northern Negros geothermal project which is recognized as an intangible asset under IFRIC 12
coupled with the recognition of one month depreciation of FGHPC’s power plant for December 2007 (PHP24.2 million).
Financial Income (Expenses)
The PHP1,050.5 million decrease, or 52.5%, in 2007 to PHP950.1 million from PHP2,000.6 million in 2006, is largely due to lower
debt servicing costs resulting with the full repayment and prepayment of certain term loans.
Interest Income
Interest income increased by PHP319.8 million or 96.9% to PHP650 million in 2007 from PHP330.2 million in 2006, mainly due to
the higher level of investible funds with the IPO proceeds.
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Interest Expense
Interest expense substantially decreased by PHP730.8 million, or 31.3%, to PHP1,600.0 million in 2007 from PHP2,330.8 million in
2006, mainly due to the lower debt servicing costs associated with the full settlement of a number of loans.

Other Income (Charges)

A PHP1,974.3 million net increase, or 105.4 %, to PHP3,847.4 million in 2007 from PHP1,873.1 million figure in 2006 was reported,
primarily because of higher foreign exchange gains reported in 2007.
Foreign Exchange Gains – net
Foreign Exchange Gains – net increased by PHP1,954.8 million, or 95.8%, to PHP3,995.8 million in 2007 from PHP2,041 million in
2006, mainly from the higher rate of PHP appreciation vs. the USD in 2007 as compared to 2006. This was partly offset by the
appreciation of the JPY vs. the USD in 2007 as compared to the JPY depreciation vs. the USD in 2006.
Derivatives Gain (Loss) – net
Derivatives gain of PHP56 million in 2007 was a turn-around compared to the PHP145.9 million derivatives loss in 2006, mainly
because of the better market value at the time of prepayments. The derivatives gain (loss) pertained to the embedded derivatives
on the prepayment options on the term loans paid in 2007.
Miscellaneous – net
Miscellaneous charges increased by PHP182.3 million, or 824.9%, to PHP204.4 million in 2007 from PHP22.1 million in 2006,
primarily due to the recognition in 2006 of PHP125.6 million miscellaneous income on the recognition of the fair value of the
materials inventory turned over by the Upper Mahiao BOT contractor. This is compounded by lower day 1 gain recognized in 2007
on royalty fee due DOE (PHP55.9 million).

Provision for Income Tax

Current taxes increased by PHP613 million or 36.1%, to PHP2,311 million in 2007 from PHP1,698 million in 2006 mainly due to
higher taxable income from lower BOT fees and higher foreign exchange gain.
Deferred taxes increased by PHP329.5 million, or 21.6%, to PHP1,857.2 million in 2007 from PHP1,527.7 million in 2006 mainly
attributed to higher unrealized foreign exchange gain on realignment of long-term loans in 2007.

Net Income

Resulting net income increased by PHP1,905 million, or 27.8%, to PHP8,768.3 million in 2007 from PHP6,863.3 million in 2006. In
2007, net income represented 46.1% of total revenue compared to 26.7% of total revenue in 2006, primarily due to lower
operating expenses, higher foreign exchange gains and lower interest charges partly offset by lower revenues and higher provision
for income tax.
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Horizontal and Vertical Analysis of Material Changes as of September 2009 vs. December 2008

(in PHP millions)

As
of As
of
Horizontal Analysis
Septembe December
Increase/(Decrease)
r 30
31

Vertical Analysis

2009

2008

Amount

%

2009

2008

11,815.6
3,453.1
2,082.2
750.8
1,518.9
5.3
720.0
20,345.9
541.8
20,887.7

957.1
5,412.1
2,048.1
674.5
1,563.3
614.1
657.4
11,926.6
1,797.6
13,724.2

10,858.5
(1,959.0)
34.1
76.3
(44.4)
5.3
(614.1)
62.6
8,419.3
(1,255.8)
7,163.5

1,134.5%
-36.2%
-1.7%
11.3%
-2.8%
100.0%
-100.0%
9.5%
70.6%
-69.9%
52.2%

16.2%
4.7%
2.8%
1.0%
2.1%
0.0%
0.0%
1.0%
27.8%
0.7%
28.5%

1.4%
7.8%
3.0%
1.0%
2.3%
0.0%
0.9%
0.9%
17.3%
2.6%
19.9%

31,077.2
6,064.0
12,121.1
1,121.4
1,028.8
25.4
833.2
52,271.1
73,158.8

32,647.3
5,280.1
11,882.9
3,410.4
999.8
34.9
1,366.0
55,621.4
69,345.6

(1,570.1)
783.9
238.2
2,289.0
29.0
(9.5)
(532.8)
(3,350.3)
3,813.2

-4.8%
14.8%
2.0%
-67.1%
2.9%
-27.2%
-39.0%
-6.0%
5.5%

42.5%
8.3%
16.6%
1.5%
1.4%
0.0%
1.2%
71.5%
100.0%

47.1%
7.6%
17.1%
4.9%
1.4%
0.1%
1.9%
80.1%
100.0%

2,930.5
2,000.0
170.9
-

2,979.9
2,000.0
84.8
110.9
54.3
112.2

(49.4)
(84.8)
60.0
(54.3)
(112.2)

-1.7%
0.0%
-100.0%
54.1%
-100.0%
-100.0%

4.0%
2.7%
0.0%
0.2%
0.0%
0.0%

4.3%
2.9%
0.1%
0.2%
0.1%
0.2%

14,738.4
209.3
20,049.1

8,672.4
1,688.3
15,702.8

6,066.0
(1,479.0)
4,346.3

69.9%
-87.6%
27.7%

20.1%
0.3%
27.3%

12.5%
2.4%
22.7%

22,736.2
607.9
11.9
1,129.0
268.0
24,753.0
44,802.1

23,557.0
11.3
1,026.4
312.8
24,907.5
40,610.3

(820.8)
607.9
0.6
102.6
(44.8)
(154.5)
4,191.8

-3.5%
100.0%
5.3%
10.0%
-14.3%
-0.6%
10.3%

31.1%
0.8%
0.0%
1.5%
0.6%
33.8%
61.3%

34.0%
0.0%
0.0%
1.5%
0.4%
35.9%
58.6%

Minority Interest
Total Equity

15,000.0
75.0
6,278.1
(3,706.4)
(404.2)
113.8
18.8
9,381.4
26,756.5
1,600.2
28,356.7

15,000.0
75.0
6,278.1
(3,706.4)
(404.2)
30.8
9,977.9
27,251.2
1,484.1
28,735.3

83.0
18.8
(596.5)
(494.7)
116.1
(378.6)

0.0%
0.0%
0.0%
0.0%
0.0%
269.5%
100.0%
-6.0%
-1.8%
7.8%
-1.3%

20.5%
0.1%
8.6%
-5.1%
-0.6%
0.2%
0.0%
12.8%
36.5%
2.2%
38.7%

21.6%
0.1%
9.1%
-5.3%
-0.6%
0.0%
0.0%
14.4%
39.3%
2.1%
41.4%

TOTAL LIABILITIES AND EQUITY

73,158.8

69,345.6

3,813.2

5.5%

100.0%

100.0%

ASSETS
Current Assets
Cash and cash equivalents
Trade and other receivables - net
Current portion of concession receivable
Available-for-sale (AFS) investments
Parts and supplies inventories - at cost
Due from related parties
Derivative assets
Other current assets
Noncurrent assets held for sale
Total Current Assets
Non-Current Assets
Concession receivable - net of current portion
Property, plant and equipment
Goodwill and intangible assets
Deferred tax assets - net
Exploration and evaluation assets
Derivative assets
Other noncurrent assets
Total Noncurrent Assets
TOTAL ASSETS
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables
Loan payable
Income tax payable
Due to related parties
Derivative liabilities
Obligations to a power plant contractor
Current portion of:
Long-term debt
Royalty fee payable
Total Current Liabilities
Noncurrent Liabilities
Long-term debt - net of current portion
Royalty fee payable - net of current portion
Deferred tax liability
Retirement and other post-retirement benefits
Other long-term liabilities
Total Noncurrent Liabilities
Total Liabilities
Equity attributable to equity holders of the Parent
Common stock
Preferred stock
Additional paid-in capital
Equity reserves
Cost of treasury stock held
Accumulated unrealized gain on AFS investments
Deposit for future preferred stock subscription
Retained earnings
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Cash and cash equivalents
This account consists of cash on-hand, in-banks and money market placements with maturities of less than three months.
Cash and cash equivalents as of September 30, 2009 stood at PHP11,815.6 million, 1,134.5% or PHP10,858.5 million higher than
the December 31, 2008 balance of PHP957.1 million. The increase was primarily accounted for by the following:
• PHP7,682.9 million internal cash generation for the first nine months of 2009, inclusive of the PHP1,000 million collection
from NPC for Tranche 3 of the arbitral award;
• PHP9,000.0 million proceeds of fixed rate corporate notes and PHP4,100.0 million proceeds of IFC loan; and,
• PHP1,127.7 million proceeds from the sale of Fort Bonifacio (FB) properties to PNOC
The increase was partly offset by the settlement of Miyazawa I PHP6,270.4 million, regular principal debt servicing of other longterm loans PHP1,816.3 million, combined capital expenditures of both FG Hydro and EDC PHP1,075.8 million plus the payment of
cash dividend PHP1,869.4 million.
Trade and other receivables
This account, consisting of receivables from NPC, contractors and employees, decreased by 36.2% or PHP1,959 million as of
September 30, 2009 to PHP3,453.1 million from the PHP5,412.1 million balance as of December 31, 2008. The reduction was
primarily due to the PHP1,729.2 million NPC’s timely payment of August billings, PHP1,000.0 million collection of Tranche 3 of the
arbitral award and the PHP293.1 million reclassification to the noncurrent assets account of the input VAT receivable from the
BIR as the processing of the refund already extends beyond 2 years. These were offset by PHP871.1 million Tranche 4 of the
arbitral award, net of unamortized Day 1 loss, reclassified from the noncurrent assets account.
Of the trade and other receivables, PHP34.5 million and PHP30.1 million are receivables from officers under the company’s car loan
package as of September 30, 2009 and December 31, 2008 respectively.
Current portion of concession receivable
The PHP34.1 million increase is mainly due to the PHP1,490.4 million interest income recognized in 2009 and the reclassification of
maturing receivables offset by the PHP3,026.4 million amortization for the current period.
Available-for-sale (AFS) investments
Available-for-sale investments consist of dollar-denominated ROP bonds that can be readily converted to cash.
This account increased by 11.3% or PHP76.3 million to PHP750.8 million as of September 30, 2009 from the PHP674.5 million
balance on December 31, 2008 primarily due to favorable increase in fair value of dollar-denominated ROP bonds as of endSeptember 2009.
Due from related parties
The PHP5.3 million increase in this account pertains mainly to the reclassification from “Other current assets” account of the
outstanding advance payment to First Balfour on the procurement contract for various civil, structural, mechanical and piping works
for the Leyte Geothermal Production Field.
Derivative assets
This account decreased by 100% from the PHP614.1 million balance as of end-December 2008 with the settlement of the hedging
arrangements consisting of range bonus forward and plain vanilla foreign currency forward contracts on May 28, 2009 as the JPY 12
billion Miyazawa I was paid in full last June 1, 2009.
Other current assets
Other current assets consist mainly of BIR’s tax credit certificates, prepaid expenses and advances to contractors.
The PHP62.6 million increase in 2009 from the balance as of December 31, 2008 was attributed mainly to the PHP98.2 million rise
in input VAT of FG Hydro with the on-going Pantabangan plant refurbishment and upgrade project and PHP86.7 million restricted
cash balance. These were offset by the PHP122.0 million reclassification to trade and other receivables of royalty fee chargeable to
NPC in view of its payment to the DOE.
Noncurrent assets held for sale
The noncurrent assets held for sale represent the parcel of land, buildings and improvements owned by the Company in its Fort
Bonifacio head office, which the Company agreed to sell to PNOC prior to its privatization.
This account decreased by PHP1,255.8 million to PHP541.8 million from the PHP1,797.6 million balance as of December 31, 2008
due to the completion on June 1, 2009 of the sale to PNOC of the portion of land, buildings and improvements owned by the
Company in Fort Bonifacio.
Concession receivable – net of current portion
The PHP1,570.1 million decrease in this account is due to the transfer of maturing receivables to the current portion.
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Property, plant and equipment
Property, plant and equipment-net increased by 14.8% or PHP783.9 million as of September 30, 2009 from the PHP5,280.1 million
balance as of December 31, 2008 mainly due to the PHP1,075.8 million capital expenditures for the current period primarily for
acquisition of drilling equipment and the on-going Pantabangan plant refurbishment and upgrade project.
Goodwill and intangible assets
Goodwill and intangible assets-net increased by 2.0% or PHP238.2 million to PHP12,121.1 million as of September 30, 2009 from
the PHP11,882.9 million balance as of December 31, 2008 due to PHP521.8 million fair value of construction services in the
Northern Negros buffer zone and Tanawon Projects offset by PHP283.6 million amortization charges.
Deferred tax assets - net
Net deferred tax assets dropped 67.1% or PHP2,289.0 million to PHP1,121.4 million as of September 30, 2009 from the PHP3,410.4
million year-end 2008 balance mainly due to the reduction of the corporate income tax rate from 30% to 10% under the RE Law
(PHP2,959.2 million).
Exploration and evaluation assets
This account increased by 2.9% or PHP29.0 million to PHP1,028.8 million as of September 30, 2009 from the PHP999.8 million
balance as of December 31, 2008 primarily due to exploration expenditure for Mindanao III, Dauin and North Luzon Wind Projects.
Derivative assets (noncurrent)
This account pertains to the fair value of the outstanding embedded currency options on
Gmbh for the Pantabangan Plant Refurbishment and Upgrade Project (PRUP).

FG Hydro’s contract with Andritz Hydro

This account decreased by 27.2% or PHP9.5 million to PHP25.4 million as of September 30, 2009 from the PHP34.9 million balance
as of December 31, 2008 due to scheduled payments made for the current period by FG Hydro.
Other noncurrent assets
This account decreased by 39.0% or PHP532.8 million to PHP833.2 million as of September 30, 2009 from PHP1,366.0 million as of
December 31, 2008 primarily due to the PHP871.1 million reclassification of Tranche 4 of the arbitral award to trade and other
receivables account, net of unamortized Day 1 loss, and PHP95.9 million increase in provision for doubtful accounts. These were
offset by the PHP293.1 million reclassification to the noncurrent asset account of input VAT receivable from BIR as the processing of
the refund already extends beyond 2 years.
Income tax payable
The PHP84.8 million balance as of December 31, 2008 was paid during the period.
Due to related parties
This account increased by 54.1% or PHP60.0 million to PHP170.9 million as of September 30, 2009 from the PHP110.9 million
balance as of December 31, 2008 mainly due to PHP106.7 million additional advances of FG Hydro from First Gen.
Obligations to a power plant contractor
Obligations to Marubeni as BOT contractor for the Mindanao power plants were fully settled with the completion of the cooperation
period last June 17, 2009.
Current portion of long-term debt
This account increased by 69.9% or PHP6,066.0 million due to the reclassification to the current portion of all maturing debt
obligations, primarily the JPY22 billion Miyazawa II loan maturity on June 26, 2010 offset by the PHP6,270.4 million Miyazawa I
loan settled last June 1, 2009 and PHP1,816.3 million in principal amortization payments made.
Current portion of royalty fee payable
This account decreased by 87.6% or PHP1,479.0 million to PHP209.3 million as of September 30, 2009 from PHP1,688.3 million as
of December 31, 2008 due to the reclassification to non-current portion of PHP665.3 million outstanding royalty fee due to DOE in
view of the renewal of the deferred payment arrangement with DOE last July 7, 2009 and the PHP939.2 million royalty fee
payments for the first three quarters of 2009. These were offset by PHP182.4 million royalty fee incurred during the period.
Long-term debt – net of current portion
Long-term debt, consisting of JPY, US$ and PHP loans, decreased by 3.5% or PHP820.8 million to PHP22,736.2 million as of
September 30, 2009 from PHP23,557.0 million as of December 31, 2008 due to the reclassification to the current portion of the
maturing principal obligations offset by the proceeds from the PHP4.1 billion IFC loan and the issuance of PHP9.0 billion fixed rate
corporate notes (FRCN) and the PHP154.1 million foreign exchange loss on translation of foreign-currency denominated outstanding
loans using September 30, 2009 exchange rates.
Royalty fee payable – net of current portion
This account increased by PHP607.9 million on account of the reclassification from the current portion of PHP665.3 million
outstanding royalty fees payable to the DOE in view of the renewal of the deferred payment arrangement with DOE on July 7, 2009,
reduced by the PHP57.4 million non-current portion of unamortized Day 1 gain.
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Deferred tax liability
This account pertains to the deferred tax liability on unrealized foreign exchange gain arising from the restatement of FG Hydro’s
Deferred Payment Facility with PSALM.
This account increased by 5.3% or PHP0.6 million to PHP11.9 million as of end-September 2009 from the PHP11.3 million balance
as of end-December 2008 due to the unrealized foreign exchange gain for the current period primarily due to appreciation of PHP
vs. US$ in 2009.
Retirement and other post-retirement benefits
This account pertains to the funded, non-contributory, defined benefit retirement plan maintained which covers all EDC-Parent
permanent employees.
This account increased by 10.0% or PHP102.6 million due to the accrual of retirement benefits for the first nine months of 2009.
Other long-term liabilities
This account decreased by 14.3% or PHP44.8 million to PHP268.0 million as of September 30, 2009 from PHP312.8 million as of
December 31, 2008 mainly due to the payment of accrued vacation and sick leave credits of employees who retired.
Cost of treasury stock held
This account pertains to the 93,000,000 common shares which were bought back for the Company’s programmed stock-based
benefits plans.
Accumulated unrealized gain on AFS investments
This account increased by 269.5% or PHP83.0 million to PHP113.8 million as of September 30, 2009 from PHP30.8 million at endDecember 2008 mainly due to favorable increase in fair value of the investments.
Deposit for future preferred stock subscription
The PHP18.8 million increase in this account pertains to the deposit on future subscription by the current preferred stockholders
equivalent to the 25% of the increase in the authorized preferred shares at par value as approved by the Board of Directors and the
stockholders on May 19, 2009 and June 30, 2009, respectively.
Retained earnings
Retained earnings decreased by 6.0% or PHP596.5 million as of September 30, 2009 mainly on account of the PHP1,869.4 million
payment of cash dividend on May 11, 2009 offset by PHP1,272.8 million net income for the period attributable to equity holders of
the parent.
Minority interest
This account increased by 7.8% or PHP116.1 million to PHP1,600.2 million as of September 30, 2009 from PHP1,484.1 million as of
December 31, 2008 balance on account of its share in the net income for the first three quarters of 2009.
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Horizontal and Vertical Analysis of Material Changes as of September 2009 vs. September 2008
(in PHP millions)
ASSETS
Current Assets
Cash and cash equivalents
Trade and other receivables
Current portion of concession receivable
Available-for-sale (AFS) investments
Parts and supplies inventories - at cost
Due from related parties
Derivative assets
Other current assets

As of
September 30
2009

2008

Horizontal Analysis
Increase/(Decrease)
Amount
%

Vertical Analysis
2009
2008

11,815.6
3,453.1
2,082.2
750.8
1,518.9
5.3
720.0
20,345.9
541.8
20,887.7

4,047.5
6,115.6
2,098.5
690.1
1,496.7
15.5
360.2
14,824.1
1,800.5
16,624.6

7,768.1
(2,662.5)
(16.3)
60.7
22.2
5.3
(15.5)
359.8
5,521.8
(1,258.7)
4,263.1

191.9%
-43.5%
-0.8%
8.8%
1.5%
100.0%
-100.0%
99.9%
37.2%
-69.9%
25.6%

16.2%
4.7%
2.8%
1.0%
2.1%
0.0%
0.0%
1.0%
27.8%
0.7%
28.5%

5.6%
8.5%
2.9%
1.0%
2.1%
0.0%
0.0%
0.5%
20.6%
2.5%
23.1%

31,077.2
6,064.0
12,121.1
1,121.4
1,028.8
25.4
833.2
52,271.1
73,158.8

33,159.4
4,904.4
11,772.4
2,989.7
942.2
30.3
1,591.4
55,389.8
72,014.4

(2,082.2)
1,159.6
348.7
(1,868.3)
86.6
(4.9)
(758.2)
(3,118.7)
1,144.4

-6.3%
23.6%
3.0%
-62.5%
9.2%
-16.2%
-47.6%
-5.6%
1.6%

42.5%
8.3%
16.6%
1.5%
1.4%
0.0%
1.2%
71.5%
100.0%

46.0%
6.8%
16.3%
4.2%
1.3%
0.0%
2.3%
76.9%
100.0%

2,930.5
2,000.0
170.9
-

3,358.5
84.0
171.4
4,129.9
170.6

(428.0)
1,916.0
(171.4)
(3,959.0)
(170.6)

-12.7%
2281.0%
-100.0%
-95.9%
0.0%
-100.0%

4.0%
2.7%
0.0%
0.2%
0.0%
0.0%

4.7%
0.1%
0.2%
5.7%
0.0%
0.2%

14,738.4
209.3
20,049.1

7,615.2
1,714.0
17,243.6

7,123.2
(1,504.7)
2,805.5

93.5%
-87.8%
16.3%

20.1%
0.3%
27.3%

10.6%
2.4%
23.9%

22,736.2
607.9
11.9
1,129.0
268.0
24,753.0
44,802.1

21,724.9
13.4
996.7
310.4
23,045.4
40,289.0

1,011.3
607.9
(1.5)
132.3
(42.4)
1,707.6
4,513.1

4.7%
100.0%
-11.2%
13.3%
-13.7%
7.4%
11.2%

31.1%
0.8%
0.0%
1.5%
0.6%
34.0%
61.3%

30.2%
0.0%
0.0%
1.4%
0.5%
32.1%
56.0%

Minority Interest
Total Equity

15,000.0
75.0
6,278.1
(3,706.4)
(404.2)
113.8
18.8
9,381.4
26,756.5
1,600.2
28,356.7

15,000.0
75.0
6,278.1
(3,706.4)
(401.4)
62.1
11,264.2
28,571.6
3,153.8
31,725.4

(2.8)
51.7
18.8
(1,882.8)
(1,815.1)
(1,553.6)
(3,368.7)

0.0%
0.0%
0.0%
0.0%
0.7%
83.4%
100.0%
-16.7%
-6.4%
-49.3%
-10.6%

20.5%
0.1%
8.6%
-5.1%
-0.6%
0.2%
0.0%
12.8%
36.5%
2.2%
38.7%

20.8%
0.1%
8.7%
-5.1%
-0.6%
0.1%
0.0%
15.6%
39.6%
4.4%
44.0%

TOTAL LIABILITIES AND EQUITY

73,158.8

72,014.4

1,144.4

1.6%

100.0%

100.0%

Noncurrent assets held for sale
Total Current Assets
Non-Current Assets
Concession receivable - net of current portion
Property, plant and equipment
Goodwill and intangible assets
Deferred tax assets - net
Exploration and evaluation assets
Derivative assets
Other noncurrent assets
Total Noncurrent Assets
TOTAL ASSETS
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables
Loan payable
Income tax payable
Due to related parties
Derivative liabilities
Obligations to a power plant contractor
Current portion of:
Long-term debt
Royalty fee payable
Total Current Liabilities
Noncurrent Liabilities
Long-term debt - net of current portion
Royalty fee payable - net of current portion
Deferred tax liability
Retirement and other post-retirement benefits
Other long-term liabilities
Total Noncurrent Liabilities
Total Liabilities
Equity attibutable to equity holders of the Parent
Common stock
Preferred stock
Additional paid-in capital
Equity reserves
Cost of treasury stock held
Accumulated unrealized gain on AFS investments
Deposit for future preferred stock subscription
Retained earnings
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Cash and cash equivalents
This account consists of cash on-hand, in-banks and money market placements with maturities of less than three months.
Cash and cash equivalents increased by 191.9% or PHP7,768.1 million to PHP11,815.6 million from the PHP4,047.5 million balance
as of September 30, 2008 primarily due to:
• P9,503.0 million internal cash generation inclusive of the PHP1,000 million collection of Tranche 3 of the favorable arbitral
award to EDC;
• P9,000.00 million proceeds from fixed rate corporate notes, PHP4,100.0 million proceeds from IFC loan and PHP1,916.0
million proceeds from short-term loans; and,
• P1,127.7 million proceeds from sale of Fort Bonifacio (FB) properties to PNOC.
The above increases were reduced by the:
• P6,270.4 million settlement of Miyazawa I and PHP2,559.4 million principal amortization of other long-term debts;
• P4,114.6 million payment made to First Gen for the acquisition of its 60% equity FG Hydro;
• P1,869.4 million and PHP1,000 million cash dividends paid by the parent company and FG Hydro, respectively;
• P1,532.4 million capital expenditures primarily for acquisition of drilling equipment and the on-going Pantabangan plant
refurbishment and upgrade project and PHP726.8 million outlays for developmental activities in Northern Negros buffer zone
and Tanawon Projects
Trade and other receivables
This account, consisting of receivables from NPC, contractors and employees, decreased by 43.5% or PHP2,662.5 million to
PHP3,453.1 million as of September 30, 2009 from the PHP6,115.6 million balance as of September 30, 2008. The reduction was
primarily due to the PHP1,729.2 million NPC’s timely payment of August billings, PHP1,000.0 million collection of Tranche 3 of the
arbitral award and the PHP293.1 million reclassification to the noncurrent assets account of the input VAT receivable from the BIR
as the processing of the refund already extends beyond 2 years. These were offset by PHP871.1 million Tranche 4 of the arbitral
award, net of unamortized Day 1 loss, reclassified from the noncurrent assets account.
Current portion of concession receivable
The 0.8% or PHP16.3 million decrease to PHP2,082.2 million from PHP2,098.5 million is mainly due to the PHP4,103.4 million
amortization offset by PHP2,004.9 million interest income recognized from Q4 of 2008 to Q3 of 2009 and the reclassification to
current portion of maturing receivables.
Available-for-sale (AFS) investments
This account increased by 8.8% or PHP60.7 million to PHP750.8 million as of September 30, 2009 from the PHP690.1 million
balance as of September 30, 2008 primarily due to the favorable increase in fair value of the dollar-denominated ROP bonds as of
end-September 2009.
Due from related parties
The PHP5.3 million increase in this account pertains mainly to the reclassification from “Other current assets” account of the
outstanding advance payment to First Balfour on the procurement contract for various civil, structural, mechanical and piping works
for the Leyte Geothermal Production Field.
Derivative assets
This account decreased by 100% from the PHP15.5 million balance as of end-September 2008 with the settlement of the hedging
arrangements consisting of range bonus forward and plain vanilla foreign currency forward contracts on May 28, 2009 as the JPY 12
billion Miyazawa I was paid in full last June 1, 2009.
Other current assets
Other current assets increased by 99.9% or PHP359.8 million to PHP720.0 million from the PHP360.2 million balance as of
September 30, 2008 mainly due to the PHP118.1 million rise in prepaid expenses and input VAT of FG Hydro with the on-going
Pantabangan refurbishment and upgrade project, PHP69.8 million prepaid insurance for October to December 2009, PHP55.9 million
VAT withheld from the proceeds of the sale of FB properties to PNOC and PHP24.8 million current portion of advance rental for FB
buildings.
Noncurrent assets held for sale
This account decreased by 69.9% or PHP1,258.7 million to PHP541.8 million as of September 30, 2009 from the PHP1,800.5 million
balance as of September 30, 2008 due to the completion on June 1, 2009 of the sale to PNOC of the portion of land on which the
EDC headquarters are situated.
Concession receivable – net of current portion
The PHP2,082.2 million decrease in this account is due to the transfer of maturing receivables to the current portion.
Property, plant and equipment
This account was higher by 23.6% or PHP1,159.6 million to PHP6,064.0 million as of September 30, 2009 from the PHP4,904.4
million balance as of September 30, 2008 primarily due to capital expenditures from Q4 of 2008 to Q3 of 2009 of PHP1,532.4
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million offset by PHP125.1 million reclassification of the carrying value of Fort Bonifacio buildings and improvements to the
noncurrent-assets-held for sale account and depreciation charges.
Goodwill and intangible assets
Goodwill and intangible assets-net increased by 3.0% or PHP348.7 million to PHP12,121.1 million as of September 30, 2009 from
the PHP11,772.4 million balance as of September 30, 2008 due to PHP726.8 million fair value of construction services in the
Northern Negros buffer zone and Tanawon Projects offset by PHP378.1 million amortization charges.
Deferred tax assets - net
This account decreased by 62.5% or PHP1,868.3 million to PHP1,121.4 million from the PHP2,989.7 million balance as of September
30, 2008 due to PHP2,959.2 million write-down of net deferred tax assets balance as of January 30, 2009 on account of the full
implementation of RE Act and the unrealized foreign exchange gain in translating to Peso the foreign-currency denominated loans
to the September 30, 2009 peso-dollar exchange rate.
Exploration and evaluation assets
This account increased by 9.2% or PHP86.6 million to PHP1,028.8 million as of September 30, 2009 from the PHP942.2 million
balance as of September 30, 2008 primarily due to exploration costs incurred for Mindanao III, Dauin and North Luzon Wind
Projects.
Other noncurrent assets
This account decreased by 47.6% or PHP758.2 million to PHP833.2 million as of September 30, 2009 from PHP1,591.4 million as of
September 30, 2008 primarily due to the PHP871.1 million reclassification of Tranche 4 of the arbitral award to trade and other
receivables account, net of unamortized Day 1 loss, and PHP364.9 million royalty fee chargeable to NPC reclassified to trade and
other receivables account in view of its payment to the DOE (initially advanced by EDC for reimbursement by NPC). These were
offset by the PHP293.1 million reclassification to the noncurrent asset account of input VAT receivable from BIR as the processing of
the refund already extends beyond 2 years.
Loan payable
The PHP1,916 million increase as of September 30, 2009 was mainly due to the availment of a short-term loan with the Land Bank
of the Philippines in the last quarter of 2008.
Income tax payable
The PHP171.4 million decrease was mainly due to the settlement of September 30, 2008 outstanding balance coupled with the
implementation of the RE Law retroactive to January 30, 2009, the effective date of the Law.
Due to related parties
This account dropped 95.9% or PHP3,959.0 million to PHP170.9 million as of September 30, 2009 from the PHP4,129.9 million
balance as of September 30, 2008 due to settlement of the PHP4,114.6 million amount due to First Gen for the acquisition of 60%
interest in FG Hydro.
Obligations to a power plant contractor
Obligations to Marubeni as BOT contractor for the Mindanao power plants were fully settled as of June 30, 2009 with the
completion of the cooperation period on June 17, 2009.
Current portion of long-term debt
This account increased by 93.5% or PHP7,123.2 million to PHP14,738.4 million as of September 30, 2009 from PHP7,615.2 million
as of September 30, 2008 due to the reclassification to the current portion of all maturing debt obligations, primarily the JPY22
billion Miyazawa II maturity on June 26, 2010 offset by the PHP6,270.4 million settlement of Miyazawa I loan and PHP2,559.4
million principal amortization payments on OECF and IBRD loans and FG Hydro’s deferred payment facility with PSALM.
Current portion of royalty fee payable
This account decreased by 87.8% or PHP1,504.7 million to PHP209.3 million as of September 30, 2009 from PHP1,714.0 million as
of September 30, 2008 due to the reclassification to non-current portion of PHP665.3 million outstanding royalty fee due to DOE in
view of the renewal of the deferred payment arrangement with DOE last July 7, 2009 and the PHP1,315.5 million royalty fee
payments from Q4 of 2008 to Q3 of 2009 offset by PHP476.4 million royalty fee incurred during the same period.
Long-term debt – net of current portion
Long-term debt, consisting of JPY, US$ and PHP loans, increased by 4.7% or PHP1,011.3 million to PHP22,736.2 million as of
September 30, 2009 from PHP21,724.9 million due to the proceeds from the PHP4.1 billion IFC loan and the issuance of PHP9.0
billion fixed rate corporate notes (FRCN) offset by the reclassification to the current portion of the maturing principal obligations,
primarily the JPY22 billion Miyazawa II maturity on June 26, 2010.
Royalty fee payable – net of current portion
This account increased by PHP607.9 million on account of the reclassification from the current portion of PHP665.3 million
outstanding royalty fees payable to the DOE with the renewal of the deferred royalty fee agreement with the DOE on July 7, 2009
reduced by the PHP57.4 million non-current portion of unamortized Day 1 gain.
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Deferred tax liability
This account pertains to the deferred tax liability on unrealized foreign exchange gain arising from the restatement of FG Hydro’s
Deferred Payment Facility with PSALM.
This account decreased by 11.2% or PHP1.5 million to PHP11.9 million as end-September 2009 from the PHP13.4 million balance as
of end-September 2008 due to the unrealized foreign exchange loss primarily due to depreciation of PHP vs. US$ from PHP47.05 as
of September 30, 2008 to PHP47.39 as of September 30, 2009.
Retirement and other post-retirement benefits
This account pertains to the funded, non-contributory, defined benefit retirement plan maintained which covers all EDC-Parent
permanent employees.
This account increased by 13.3% or PHP132.3 million due to the accrual of retirement benefits.
Other long-term liabilities
This account decreased by 13.7% or PHP42.4 million to PHP268.0 million as of September 30, 2009 from PHP310.4 million as of
September 30, 2008 mainly due to the payment of accrued vacation and sick leave credits of employees who retired.
Cost of treasury stock held
This account pertains to the 93,000,000 common shares which were bought back for the Company’s programmed stock-based
benefits plans.
Accumulated unrealized gain on AFS investments
This account increased by 83.4% or PHP51.7 million to PHP113.8 million as of September 30, 2009 from PHP62.1 million at endSeptember 2008 mainly due to favorable increase in fair value of the investments.
Deposit for future preferred stock subscription
The PHP18.8 million increase in this account pertains to the deposit on future subscription by the current preferred stockholders
equivalent to the 25% of the increase in the authorized preferred shares at par value as approved by the Board of Directors and the
stockholders on May 19, 2009 and June 30, 2009, respectively.
Retained earnings
Retained earnings decreased by 16.7% or PHP1,882.8 million to PHP9,381.4 million as of end-September 2009 from PHP11,264.2
million as of end-September 2008 primarily due to the PHP1,869.4 million payment of cash dividend in 2009, PHP1,286.2 million
net loss for the fourth quarter of 2008 attributable to equity holders of the parent partly offset by PHP1,272.8 million net income for
the first nine months of 2009 attributable to equity holders of the parent.
Minority interest
Minority interest was lower by PHP1,553.6 million from end-September 2008 primarily due to the PHP1,000 million payment of cash
dividend by FG Hydro in the fourth quarter of 2008.
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Horizontal and Vertical Analysis of Material Changes as of December 2008 vs. December 2007
(in PHP millions)
Assets
Current Assets
Cash and cash equivalents
Trade and other receivables
Current portion of concession receivable
Available-for-sale (AFS) investments
Parts and supplies inventories
Derivative assets
Other current assets
Noncurrent assets held for sale
Total Current Assets
Concession receivable - net of current portion
Property, plant and equipment
Goodwill and intangible assets
Deferred tax assets - net
Exploration and evaluation assets
Derivative assets
Other noncurrent assets
Total noncurrent assets
Total Assets

As of
December 31
2008
2007

Horizontal Analysis
Increase/(Decrease)
Amount
%

Vertical Analysis
2008
2007

957.1
5,412.1
2,048.1
674.5
1,563.2
614.1
657.4
11,926.6
1,797.6
13,724.2
32,647.3
5,280.1
11,882.9
3,410.4
999.8
34.9
1,366.0
55,621.4
69,345.6

3,296.6
5,127.0
2,200.0
1,177.6
1,140.8
–
562.4
13,504.4
1,672.5
15,176.9
34,695.4
4,712.2
11,328.7
3,052.8
1,171.9
–
1,851.8
56,812.8
71,989.7

(2,339.5)
285.1
(151.9)
(503.1)
422.5
614.1
95.0
(1,577.8)
125.1
(1,452.7)
(2,048.1)
567.9
554.2
357.6
(172.1)
34.9
(485.8)
(1,191.4)
(2,644.1)

(71.0%)
5.6%
(6.9%)
(42.7%)
37.0%
100.0%
16.9%
(11.7%)
7.5%
(9.6%)
(5.9%)
12.1%
4.9%
11.7%
(14.7%)
100.0%
(26.2%)
(2.1%)
(3.7%)

1.4%
7.8%
3.0%
1.0%
2.3%
0.9%
0.9%
17.2%
2.6%
19.8%
47.1%
7.6%
17.1%
4.9%
1.4%
0.1%
2.0%
80.2%
100.0%

4.6%
7.1%
3.1%
1.6%
1.6%
–
0.8%
18.8%
2.3%
21.1%
48.2%
6.5%
15.7%
4.2%
1.6%
0.0%
2.6%
78.9%
100.0%

2,000.0
2,979.9
84.8
54.3
110.9

–
3,806.4
436.1
–
4,123.8

2,000.0
(826.5)
(351.3)
54.3
(4,012.9)

100.0%
(21.7%)
(80.6%)
100.0%
(97.3%)

2.9%
4.3%
0.1%
0.1%
0.2%

0.0%
5.3%
0.6%
0.0%
5.7%

Liabilities and Equity
Liabilities
Loan payable
Trade and other payables
Income tax payable
Derivative liabilities
Due to related parties
Current portion of:
Long-term debt
Obligations to a power plant contractor
Royalty fee payable
Total Current Liabilities
Long-term debt - net of current portion
Royalty fee payable - net of current portion
Obligations to a power plant contractor –
net of current portion
Deferred tax liabilities
Retirement and other post-retirement benefits
Other long-term liabilities
Total Non Current Liabilities
Total Liabilities

8,672.4
112.2
1,688.3
15,702.8
23,557.0
–

2,384.6
246.7
456.3
11,453.9
23,347.9
1,277. 7

6,287.8
(134.5)
1,232.0
4,248.9
209.1
(1,277.7)

263.7%
(54.5%)
270.0%
37.1%
0.9%
(100.0%)

12.5%
0.2%
2.4%
22.6%
34.0%
0.0%

3.3%
0.3%
0.6%
15.9%
32.4%
1.8%

–
11,294.4
1,026.4
312.8
24,907.5
40,610.3

96.3
39.3
919.8
322.4
26,003.4
37,457.3
31,187.5
3,344.9
34,532.4

(96.3)
(28.0)
106.6
(9.6)
(1,095.9)
3,153.0

(3,936.3)
(1,860.8)
(5,797.1)

(100.0%)
(71.2%)
11.6%
(3.0%)
(4.2%)
8.4%

0.0%
0.0%
1.5%
0.5%
35.9%
58.6%

0.1%
0.1%
1.3%
0.4%
36.1%
52.0%

Total Liabilities and Equity

69,345.6

71,989.7

(2,644.1)

(3.7%)

100.0%

100.0%

Equity attributable to equity holders of the parent
Minority interest
Total Equity

27,251.2
1,484.1
28,735.3

(12.6%)
(55.6%)
(16.8%)

39.3%
2.1%
41.4%

43.3%
4.6%
48.0%

The Company’s total resources as of December 31, 2008, amounted to PHP69,345.6 million, 3.7% or PHP2,644.0 million lower than
the December 31, 2007 year-end level of PHP71,989.6 million. EDC’s debt ratio increased to 54: 46 as of December 31, 2008 from
43:57 as of December 31, 2007. This year current ratio of 0.87:1 was lower from last year’s 1.33:1.
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Cash and cash equivalents
This account consists mainly of cash on hand and in banks. Cash equivalents include money market placements with maturities of
less than three months. The PHP2,339.5 million reduction resulted primarily from the payment to First Gen for its 43% equity
interest in FG Hydro.
Trade and other receivables
The PHP285.1 million increase was mainly due to lower provision for doubtful accounts this year.
Of the trade and other receivables, PHP30.1 million and PHP27.5 million are receivables from directors and officers under the
company’s car loan package as of December 31, 2008 and 2007, respectively.
Concession Receivable (inclusive of current portion)
The decrease by PHP2,200.0 million to PHP34,695.4 million as of December 31, 2008 from the December 31, 2007 balance of
PHP36,895.4 million was mainly due to this period’s principal amortization of fair value of concession receivable of PHP4,307.8
million cushioned by interest income of PHP2,107.8 million.
Available-for-sale (AFS) investments
This account includes placements primarily in dollar-denominated ROP bonds, which can be converted to cash anytime should a
need arise. The PHP503.1 million decrease was accounted for by the sale of ROP bonds amounting to USD6.8 million and partly by
the foreign exchange losses in translating the outstanding placements to the yearend peso-dollar exchange rate.
Other current assets
This account consists mainly of BIR’s tax credit certificate, prepaid expenses and advances to contractors. The PHP95.0 million
increase was attributed mainly by PHP245.7 million increase in advances to contractors and PHP122.0 million recognition of royalty
fees chargeable to NPC in 2008, partially offset by the application of PHP387.0 million tax credit certificate in the 2008 income tax
payments.
Noncurrent assets held for sale
Noncurrent assets held for sale of PHP1,797.6 million consist of the land, buildings, improvements and equipment owned by the
Company in Fort Bonifacio which the Company agreed to sell to PNOC as part of the former’s full privatization. This account was
previously presented as property and equipment and investment property accounts in 2007 and was reclassified in 2008 in
accordance with the Parent Company’s Board Resolution No. 115 series of 2007 and the Company expects the sale to be completed
within one year from December 31, 2008.
Goodwill and intangible assets
The increase by PHP554.2 million was mainly due to the reclassification of Northern Negros buffer zone and Tanawon exploration
and evaluation expenses amounting to PHP681.3 million and PHP250.9 million, respectively, as the projects are already in the
development stage. These were partly offset by the PHP378.1 million amortization expenses for the year.
Deferred tax assets - net
The increase of PHP357.6 million was mainly due to the deferred tax liability on the unrealized foreign exchange loss on translation
to Peso of the foreign-currency denominated loans.
Exploration and evaluation assets
This account consists of expenses incurred for exploring areas for potential project development. It reduced by PHP172.1 million
with the PHP734.0 million reclassification of the exploration costs of Tanawon and Northern Negros buffer zone to the intangible
asset account offset by the PHP561.9 million expenditures for the current period.
Property, plant and equipment
Property and equipment account increased by PHP567.9 million mainly due to capital expenditures for the period.
Other noncurrent assets
Other noncurrent assets decreased by PHP485.8 million mainly due to the final application of the 10% retention on advances to
Kanematsu Corporation for the construction of the Northern Negros geothermal power plant.
Obligation to a power plant contractor
Obligation to power plant contractors decreased by PHP230.8 million mainly due to payment of regular capital cost recovery fees to
BOT contractors.
Long-term debt
Long-term debt went up by PHP6,496.9 million, or 25.2%, to PHP32,229.4 million in 2008 from PHP25,732.50 million in 2007
primarily due to foreign exchange losses on translation of foreign currency denominated outstanding loans to the yearend exchange
rate.
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Cost of treasury stocks held
This account pertains to the 93,000,000 common shares which the Company bought back up to end-October 2008 for its
programmed stock-based benefits plans.
Retained earnings
Retained earnings decreased by PHP3,194.4 million from the December 31, 2007 balance mainly due to:
• PHP4,053.0 million total cash dividend declared on February 19, 2008 to the stockholders on record as of March 5, 2008 and
paid on March 17, 2008; and
• PHP449.4 million adjustments of the deferred tax liability on the appraisal increase on the fair value deemed cost of the
Company’s properties that are held for sale to PNOC.
This account was increased by PHP1,308.0 million net income for the period.

Horizontal and Vertical Analysis of Material Changes as of December 2007 vs. December 2006
For the years ended
December 31
2007
2006

Horizontal Analysis
Increase/(Decrease)
Amount
%

Vertical Analysis
2007
2006

3,296.6
5,127.0
2,200.0
1,177.6
1,140.8
–
562.4
13,504.4
1,672.5
15,176.9
34,695.4
4,712.2
11,328.7
3,052.8
1,171.9
1,851.8
56,812.8
71,989.7

9,999.2
4,360.0
2,070.9
1,341.8
1,164.5
344.0
917.8
20,198.2
–
20,198.2
36,895.4
2,469.2
8,794.3
4,920.0
1,614.9
2,500.5
57,194.3
77,392.5

(6,702.6)
767.0
129.1
(164.2)
(23.7)
(344.0)
(355.4)
(6,693.8)
1,672.5
(5,021.3)
(2,200.0)
2,243.0
2,534.4
(1,867.2)
(443.0)
(648.7)
(381.5)
(5,402.8)

(67.0%)
17.6%
6.2%
(12.2%)
(2.0%)
(100.0%)
(38.7%)
(33.1%)
100.0%
(24.9%)
(6.0%)
90.8%
28.8%
(38.0%)
(27.4%)
(25.9%)
(0.7%)
(7.0%)

4.6%
7.1%
3.1%
1.6%
1.6%
0.0%
0.8%
18.8%
2.3%
21.1%
48.2%
6.5%
15.7%
4.2%
1.6%
2.6%
78.9%
100.0%

12.9%
5.6%
2.7%
1.7%
1.5%
0.4%
1.2%
26.1%
0.0%
26.1%
47.7%
3.2%
11.4%
6.4%
2.1%
3.2%
73.9%
100.0%

3,806.4
436.1
4,123.8

6,779.9
507.9
–

(2,973.5)
(71.8)
4,123.8

(43.9%)
(14.1%)
100.0%

5.3%
0.6%
5.7%

8.8%
0.7%
0.0%

2,384.6
246.7
456.3
11,453.9
23,347.9
1,277. 7

3,171.4
2,766.4
524.6
13,750.2
33,308.6
1,419.7

(786.8)
(2,519.7)
(68.3)
(2,296.3)
(9,960.7)
(142.0)

(24.8%)
(91.1%)
(13.0%)
(16.7%)
(29.9%)
(10.0%)

3.3%
0.3%
0.6%
15.9%
32.4%
1.8%

4.1%
3.6%
0.7%
17.8%
43.0%
1.8%

96.3
39.3
919.8
322.4
26,003.4
37,457.3

413.2
869.6
256.4
36,267.5
50,017.7

(316.9)
39.3
50.2
66.0
(10,264.1)
(12,560.4)

(76.7%)
100.0%
5.8%
25.7%
(28.3%)
(45.0%)

0.1%
0.1%
1.3%
0.4%
36.1%
52.0%

0.5%
0.0%
1.1%
0.3%
46.9%
64.6%

Equity attributable to equity holders of the parent
Minority interest
Total Equity

31,187.5
3,344.9
34,532.4

27,374.8
27,374.8

3,812.7
3,344.9
7,157.6

13.9%
100.0%
26.1%

43.3%
4.6%
48.0%

35.4%
0.0%
35.4%

Total Liabilities and Equity

71,989.7

77,392.5

(5,402.8)

(7.0%)

100.0%

100.0%

(in PHP millions)
Assets
Current Assets
Cash and cash equivalents
Trade and other receivables
Current portion of concession receivable
Available-for-sale (AFS) investments
Parts and supplies inventories - at cost
Derivative assets
Other current assets
Noncurrent assets held for sale
Total Current Assets
Concession receivable – net of current portion
Property, plant and equipment
Goodwill and intangible assets
Deferred tax assets – net
Exploration and evaluation assets
Other noncurrent assets
Total noncurrent assets
Total Assets
Liabilities and Equity
Liabilities
Trade and other payables
Income tax payable
Due to related parties
Current portion of:
Long-term debt
Obligations to a power plant contractor
Royalty fee payable
Total Current Liabilities
Long-term debt - net of current portion
Royalty fee payable - net of current portion
Obligations to a power plant contractor –
net of current portion
Deferred tax liabilities
Retirement and other post-retirement benefits
Other long-term liabilities
Total Non Current Liabilities
Total Liabilities
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Total resources as of December 31, 2007, stood at PHP71,989.7 million, 7.0% or PHP5,402.8 million lower than the 2006 year-end
level of PHP77,392.5 million. The Company’s debt ratio went down to 43:57 from 59:41 in 2006. Likewise, the current ratio dropped
to 1.33:1 from 1.47:1 as of December 31, 2006.
Cash and cash equivalents
Cash and cash equivalent decreased by PHP6,702.6 million primarily from the prepayment of certain term loans.
Trade and other receivables
The PHP767.0 million (17.6%) increase refers primarily to the recognition as current receivable of NPC’s acceptance of the
Tongonan I previous years shortfall billings, which had been previously provided for.
Available-for-sale (AFS) investments
The decrease of PHP164.2 million was due to the sale of ROP bonds amounting to USD 3.0 million and foreign exchange losses
sustained in translating the outstanding placements to the yearend peso-dollar exchange rate.
Other current assets
The PHP355.4 million decrease was attributed to the application of tax credit certificates in the 2007 payments of income tax due.
Noncurrent assets held for sale
Noncurrent assets held for sale of PHP1,672.5 million consist of the land owned by the Company in Fort Bonifacio which the
Company agreed to sell to PNOC as part of the former’s full privatization. The Company expected the sale to be completed within
one year from December 31, 2007. However, the sale did not materialize because of the unforeseen legal issues regarding the
swapping of certain parcels of land among DOE, BCDA and the Company.
Deferred tax assets - net
The decrease of PHP1,867.2 million was mainly due to the deferred tax liability on the unrealized foreign exchange gains on
translation to Peso of the foreign-currency denominated loans.
Exploration and evaluation assets
The reduction of PHP443 million was due to the reclassification of the exploration costs of Northern Negros Geothermal Project to
the intangible asset account given its operating status.
Property, plant and equipment
Property, plant and equipment account increased by PHP2,243.0 million mainly due to the consolidation of FG Hydro to the EDC
given its 60% stake in the former’s outstanding equities.
Other noncurrent assets
Other noncurrent assets decreased by PHP648.7 million mainly due to the reclassification of NPC contested billings to current trade
accounts receivable account. This was a result of the dispute resolution between NPC and the Company on October 26, 2007.
Trade and other payables
Trade and other payables decreased by PHP2,973.5 million mainly due to the lower accrual for BOT fees payable at December 31,
2007 with the completion of the BOT contracts for Malitbog, Mahanagdong and the Leyte Optimization power plants in 2007.
Royalty fee payable
Royalty fee payable decreased by PHP210.3 million with the Company’s settlement of Palinpinon I royalty fees due to the DOE up to
2004.
Obligation to power plant contractors
Obligation to power plant contractors decreased by PHP2,836.6 million mainly due to regular payment of capital cost recovery fees
to BOT contractors.
Long-term debt
Long-term debt dropped to PHP25,732.5 million in 2007 from PHP36,480.0 million in 2006 with the pre-payment of certain term
loans and the regular principal amortization payments of all other outstanding loans.
Due to related parties
The PHP4,123.8 million increase refers primarily to the recognition of liability to First Gen as of December 31, 2007 to reflect the
acquisition as if it occurred on the date when the EDC and FG Hydro came under the common control of First Gen, which was on
November 29, 2007.
Retained Earnings
Retained earnings increased by PHP7,207.1 million from the December 31, 2006 balance mainly due to the PHP8,692.1 million net
income for the period reduced by the PHP1,485.0 million cash dividend declared on April 17, 2007 to the stockholders on record as
of May 15, 2007. The cash dividend was paid on June 5, 2007.
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STATEMENTS

OF

2008 vs. 2007

CASH FLOWS

The Company’s net cash from operating activities surged to PHP8,949.2 million in 2008, PHP3,828.4 million or 74.8% higher
compared to PHP5,120.8 million in 2007, primarily due to the drop in cash disbursement to settle trade and other payables with the
completion of the Northern Negros construction activities and decrease in trade and other receivable due to the collection of claims
from NPC for the shortfall generation of Tongonan I and royalty fee share of Palinpinon I.
The net cash flows used in investing activities amounted to PHP4,315.4 million this year, a turnaround from last year’s net cash
flows from investing activities of PHP2,243.4 million. This was primarily due to the PHP4,114.6 million payment to First Gen for the
acquisition of 43% equity interest in FG Hydro.
The Company posted in 2008 a lower net cash flow used in financing activities of PHP6,975.6 million as compared to the 2007 level
of PHP14,059.3 million. The PHP7,083.7 million, or 50.4%, drop was primarily due to the PHP7,314.1 million decline in the
repayment of long-term debts and prepayment of certain term loans, PHP2,561.4 million decrease in the payment of BOT
obligations given the full turnover of the Leyte BOT plants, and PHP2,000.0 million proceeds from short-term loan availment. These
were partially offset by higher payment of cash dividend in 2008 by PHP3,818.0 million, payment to First Gen of the deposit for
future stock subscription of PHP648.0 million, and cash disbursement of PHP404.2 million to purchase treasury stock.

2007 vs. 2006

The Company’s net cash from operating activities decreased by PHP1,751.1 million or 25.5%, to PHP5,120.8 million in 2007 from
PHP6,871.9 million in 2006, primarily due to higher cash used to settle trade and other payables with the completion of Northern
Negros’s construction activities. This was partially offset by lower disbursements for income taxes with the resolution on the finance
lease method for BOT transactions in 2006 coupled with the drop in interest payments as a result of loan maturities in late 2006
and the two term loan prepayments in 2007.
The net cash flows from investing activities amounted to PHP2,243.4 million in 2007, a turnaround from last year’s net cash flows
used in investing activities of PHP4,236.8 million. This was primarily accounted by the PHP6,491.2 million decrease in the
disbursement for intangible asset with the completion of the Northern Negros Geothermal Project. The PHP2,012.7 million total
inflow from interest earned during the period, drop in exploration and evaluation of assets and other non-current assets, maturity
and sale of the available-for-sale investments as well as the proceeds from sale of investment and disposal of property and
equipment was used for capital expenditures and settlement of loans.
The Company registered in 2007 PHP14,059.3 million net cash flow used in financing activities as compared to the PHP2,951.2
million net cash flow from financing activities in 2006. With the appreciation of the PHP against the USD and the delay of the
implementation of the expansion programs, the Company opted to prepay PHP7,222.7 million of its two term loans. The Company
also paid cash dividend of PHP1,485.0 million in 2007.

Page | 103

SELECTED FINANCIAL DATA

(Amounts in PHP millions unless otherwise indicated)
a) Cash and Cash Equivalents
Cash on hand and in bank (Peso)
Cash in bank (USD)
Cash in bank (Yen)
Marketable securities (Peso)
Marketable securities (USD)
Total
b) Accounts Receivables – Others
Claims receivable
Non-trade accounts receivable
Loans and notes receivable
Employee receivables
Advance expense funds
Total
c) General and Administrative Expenses
Personnel costs
Purchased services and utilities
Rental, insurance and taxes
Business and related expenses
Materials and supplies issued
Repairs and maintenance
Depreciation
Provision for doubtful accounts
Credit adjustment on allowance for doubtful accounts
Total
d) Other Income, Interest Expense and Others
Interest income
Interest expense
Foreign exchange gains (losses) – net
Revenue from arbitration award
Derivatives gain (loss) – net
Miscellaneous – net
Total

DISCUSSION

ON THE

Comparative Results

current assets
noncurrent assets
current liabilities
noncurrent liabilities
equity

2007 (restated)

2006

15.0
12.5
0.4
132.3
796.9
957.1

61.6
3.9
2.4
3,104.0
124.7
3,296.6

34.0
24.4
1.9
9,672.8
266.1
9,999.2

293.1
237.5
60.4
31.4
26.7
649.1

7.6
518.4
54.5
27.5
22.5
630.5

0.3
60.9
26.8
25.4
9.2
122.6

958.4
579.8
409.0
229.6
159.7
58.1
18.7
15.6
(1,116.2)
1,312.7

916.6
362.9
591.1
127.0
112.6
31.9
39.9
286.8
(43.1)
2,425.7

732.9
254.8
250.2
122.4
70.8
24.2
30.4
299.2
(737.6)
1,047.3

332.6
(2,152.5)
(9,357.1)
2,067.3
420.0
159.1
(8,530.6)

650.0
(1,600.1)
3,995.8
56.0
(204.4)
2,897.3

330.2
(2,330.8)
2,041.0
(145.9)
(22.1)
(127.6)

S U B S I D I A R Y – FG H Y D R O

(Amounts in PHP millions)
Revenues
Expenses
Income before income tax
Provision for (benefit from) income tax
Net income
Total
Total
Total
Total
Total

2008

As of September 30
2009
2008
1,004.4
1,204.0
713.2
1,082.6
291.2
121.4
1.0
(25.8)
290.2
147.2
484.5
7,174.3
1,443.4
2,214.8
4,000.5

2008

As of December 31
2007*
1,430.1
2,619.3
1,364.9
1,072.4
65.2
1,546.9
(27.9)
254.2
93.1
1,292.7

565.6
6,477.1
600.0
2,678.3
3,764.4

363.2
6,670.9
855.3
2,468.5
3,710.3

727.9
6,191.1
474.5
2,577.3
3,867.2

Note: For comparison, 2007 is presented in full year. Only one month is consolidated in the Statement of Income.

FG Hydro generated revenues of PHP1,004.5 million for the nine-month period ended September 30, 2009, 16.6% lower than
revenues of PHP1,204.0 million for the same period in 2008. The unfavorable variance was mainly on account of the combined
effects of lower dispatch due to lower irrigation requirements and the rehabilitation of PAHEP’s Unit 1, and lower spot prices in the
WESM driven by the lower demand levels during the later part of the second quarter. The appreciation of the Peso resulted to
much lower unrealized foreign exchange losses of PHP3.8 million for the nine-month period ended September 30, 2009, compared
with losses of PHP362.2 million for the same period in 2008, fully offsetting the unfavorable variance in revenues. Overall, FG Hydro
posted a net income of PHP290.2 million for the nine-month period ended September 30, 2009, almost twice the PHP147.2 million
reported income for the same period in 2008.
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Total assets for the same period stood at PHP7,658.8 million, 8.7% higher than the 2008 level of PHP7,042.7 million. The favorable
variance was mainly due to higher capital expenditures resulting from the on-going Pantabangan refurbishment and upgrade
project, though partly offset by depreciation and amortization charges and lower cash balances during the period.
As of September 30, 2009, total liabilities stood at PHP3,658.3 million, 11.6% higher than the 2008 level of PHP3,278.2 million.
The increase in liabilities was mainly due to the PHP422.4 million increase in advances from affiliates and the PHP368.5 million
accrual of milestone payments for the rehabilitation project. However, these unfavorable variances were partly offset by the
continuous pay down of the PSALM liability.
Total equity as of September 30, 2009 of PHP4,000.5 million is 6.3% higher compared to September 2008 level of PHP3,764.4
million.

T O P F I V E (5) K E Y P E R F O R M A N C E I N D I C A T O R S
Ratios
Current Ratio
Debt-to-Equity Ratio
Net Debt-to-Equity Ratio
Return on Assets (%)
Return on Equity (%)

As of September 30
2009
1.04:11
1.40:1
0.98:1
1.95
4.87

As of December 31
2008
2007
0.87:12
1.33:1
1.20:1
0.76:1
1.16:1
0.66:1
1.9
11.7
4.3
28.3

Due to reclassification of PHP11.03 billion (the conversion rate used to convert the Japanese yen to the US dollar is USD1.00:JPY96.006, subsequently,
the rate used to convert the US dollar to Philippine pesos is PHP48.13:USD1.00) Miyazawa II loan to current liability
Due to reclassification of PHP6.27 billion (the conversion rate used to convert the Japanese yen to the US dollar is USD1.00:JPY90.942, subsequently,
the rate used to convert the US dollar to Philippine pesos is PHP47.52:USD1.00) Miyazawa I loan to current liability
1
2

Current Ratio

Total current assets divided by total current liabilities
This ratio is a rough indication of a company’s ability to pay its short-term obligations. Generally, a current ratio above 1.00
indicates a greater capability of a company to settle its current obligations.

Debt-to-Equity Ratio

Total interest-bearing debts divided by stockholder’s equity
This ratio expresses the relationship between capital contributed by the creditors and the owners. The higher the ratio, the greater
the risk being assumed by the creditors. A lower ratio generally indicates greater long-term financial safety.

Net Debt-to-Equity Ratio

Total interest-bearing debts less cash & cash equivalents divided by equity
This measures the company’s financial leverage and stability. A negative net debt-to-equity ratio means that the total cash and cash
equivalents exceeds interest-bearing liabilities.

Return on Assets

Net income divided by total assets (average)
This ratio is an indicator how profitable a company is relative to its total assets. This also gives an idea as to how efficient
management is using its assets to generate earnings.

Return on Equity

Net income divided by average total equity
This ratio reveals how much profit a company earned in comparison to the total amount of equity found on the statement of
financial position. A business that has a high return on equity is more likely to be one that is capable of internally generating cash.
For the most part, the company’s return on equity is compared with an industry average. The company is considered superior if its
return is greater than the industry average.

FOREIGN EXCHANGE RATE VOLATILITY

Any volatility in the peso-dollar exchange rate impacts on EDC, both in terms of revenues and its operating and capital expenditures.
As the peso depreciates, revenues increase as the bulk of the company’s sales agreements have included the peso-dollar rate in
their inflator indices; and the cost of imported materials, services and equipment increases. Conversely, as the peso appreciates,
costs decrease and revenues also decrease.
At the same time, all of EDC’s total long-term debt as of end-December 2008 is foreign currency-denominated 20.6% in USD and
79.4% in JPY. Any USD or JPY movement therefore affects the debt portfolio of EDC.
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The Company has entered into hedging contracts to mitigate the foreign exchange risk of its JPY12.0 billion Miyazawa 1 loan, with a
bullet maturity on June 1, 2009. It also plans to hedge its JPY22.0 billion Miyazawa 2 loan with a bullet maturity on June 26, 2010.

INFLATION

AND

INTEREST RATES

The Philippines average inflation rate in 2008 shoot up to 9.3%, the highest since 1994 and near the low end of the central bank’s
forecast for the year of 9-11%. The increase was mainly due to the oil and food crisis and global recession. Average inflation in
2009 would likely stay above the official target of 2.5-4.5%.
In 2008, the 91-day Treasury bill rate averaged 4.7103%, 130 basis points higher than 2007 average of 3.414% due mainly to
higher inflation.

ANY EVENTS THAT WILL TRIGGER DIRECT OR CONTINGENT FINANCIAL OBLIGATION
THE COMPANY, INCLUDING ANY DEFAULT OR ACCELERATION OF AN OBLIGATION

THAT IS

MATERIAL

TO

EDC, as a previously government-owned corporation, has outstanding long-term loans with international financial institutions,
including the JBIC and the World Bank, for its various development projects and working capital requirements. For some of these
loans, either the National Government or PNOC is the direct borrower with sub-lending arrangements with the Company. For other
loans, EDC is the direct borrower with the obligations guaranteed by the National Government. For these transactions, EDC pays a
guarantee fee which is now at 2% per annum starting January 1, 2008. It shall be increased by 0.25% per annum up to a
maximum of 3%.
Certain of the Company’s long-term loans, such as those obtained from the World Bank contain financial covenants. Under its
obligations with the World Bank, the Company was required to maintain (i) a ratio of current assets to current liabilities of not less
than 1.0:1, (ii) a ratio of debt to equity not greater than 70:30 and (iii) a debt service ratio (estimated net revenues divided by
estimated debt service requirements) of 1.0:1. In November 2006, the Company and the World Bank entered into certain
amendments to the financial ratios set out above. Because of the amendment, the Company did not need to secure the Bank’s
waiver for 2006, 2007, and 2008.

ANY SIGNIFICANT ELEMENTS

OF

INCOME

OR

L O S S (F R O M C O N T I N U I N G O P E R A T I O N S )

There were no significant elements of income or loss from continuing operations, except for the recognition of the arbitral award.

SEASONAL ASPECTS THAT HAVE MATERIAL EFFECT

ON THE

FINANCIAL STATEMENTS

There were no seasonal items that materially affect the financial statements.

A L L M A T E R I A L O F F -B A L A N C E S H E E T T R A N S A C T I O N S , A R R A N G E M E N T S , O B L I G A T I O N S (I N C L U D I N G
C O N T I N G E N T O B L I G A T I O N S ), A N D O T H E R R E L A T I O N S H I P S O F T H E C O M P A N Y W I T H U N C O N S O L I D A T E D
ENTITIES OR OTHER PERSONS CREATED DURING THE REPORTING PERIOD

During the reporting period, there were no off-balance sheet transactions, obligations and arrangements with unconsolidated
entities or persons.

MATERIAL COMMITMENTS

FOR

CAPITAL EXPENDITURES

The Company has a total budget for capital expenditures of approximately PHP9,611.1 million for 2009. Major portion equivalent to
70% of the total budget is allotted to the construction of the power plants, fluid collection and re-injection systems (FCRS),
transmission lines and for drilling activities of growth projects namely, Tanawon (PHP2,419.5 million), Nasulo (PHP1,410.8 million),
Mindanao 3 and other projects (PHP2,400.8 million). The budget also includes expenditures amounting to PHP200 million for the
construction of the Northern Negros FCRS for the wells to be drilled near the national park’s buffer zone.
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PHILIPPINE POWER INDUSTRY

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 any of the Underwriters or any of their respective affiliates or advisors. The information may not be consistent
with other information compiled within or outside the Philippines.

REGULATORY FRAMEWORK
ELECTRIC POWER INDUSTRY REFORM ACT

Republic Act No. 9136, also known as EPIRA, was passed on June 2001 with the main objective of providing affordable and reliable
electricity supply by (i) restructuring and deregulating the industry, and (ii) privatizing NPC assets and NPC-IPP contracts. Prior to
EPIRA, the industry was mainly made up of NPC and the DUs in the country such as, among others, Meralco, Visayan Electric
Company, Inc., Davao Light and Power Co. NPC, which at that time controlled approximately 90.0% of the country’s installed
generating capacity, performed generation and transmission functions. DUs were responsible for the distribution, which pertains to
the physical distribution, and the supply, which pertains to the buying and selling, of electricity. Today, the industry has transitioned
into four sectors — generation and supply sectors, which are competitive, and transmission and distribution sectors, which remain
regulated. Movement in the supply sector is expected with PSALM left with the remaining precondition for Retail Competition and
Open Access to satisfy. The requirement to privatize at least 70% of the total capacity of generating assets of NPC Luzon and
Visayas has been achieved with the successful sale of the 600MW Calaca Coal fired power plant in July 2009. The only remaining
condition to be achieved is the transfer of the management and control of at least 70% of the total energy output of power plants
under contract with NPC to IPP Administrators.

ENERGY REGULATORY COMMISSION

The ERC is the independent, quasi-judicial regulatory body created under the EPIRA, with the function to promote competition,
encourage market development, ensure customer choice, and penalize abuse of market power in the restructured electricity
industry. It has the authority, among others, to enforce the implementing rules and regulations of the EPIRA and the rules
governing the operations of the WESM and activities of its participants; establish and enforce a methodology for setting
transmission and distribution wheeling rates and the retail rates for the Captive Market of a DU; issue licenses and permits; set and
enforce technical and financial standards for industry participants; and monitor, investigate and take measures to penalize violations
of rules and regulations.

RENEWABLE ENERGY ACT

OF

2008

Republic Act No. 9513, the Renewable Energy Act of 2008 (“RE Law”), is a landmark legislation and is considered the most
comprehensive renewable energy law in Southeast Asia. It took effect on January 30, 2009.

The RE Law’s declared policies are to encourage and develop the use of renewable energy resources of the country to reduce
dependence on fossil fuels and the overall costs of energy, and decrease, if not prevent, harmful emissions into the environment to
promote health and sustainable environment.
The two main features of the RE Law are the fiscal incentives made available to renewable energy (RE) activities and the non-fiscal
incentives or market mechanisms geared towards promoting and encouraging commercialization of RE resources.

The key fiscal incentives under the RE Law are as follows:
•
Income tax holiday (ITH) for the first seven years of operation;
•
Duty-free importations of RE machinery, equipment and materials, effective within 10 years upon issuance of
certification, provided that said machinery, equipment and materials are directly, exclusively, and actually used in
the RE facilities;
•
Special realty property tax rates on equipment and machinery not exceeding 1.5% of the net book value;
•
NOLCO during the first three (3) years from the start of operation can be carried over as a deduction from gross
income for the next (7) consecutive taxable years immediately following the year of such loss;
•
Corporate income tax rate of 10% after ITH;
•
Accelerated depreciation for purposes of computing taxable income;
•
Zero percent value-added tax (VAT) on sale of fuel or power generated from renewable sources of energy and
purchases of local supply of goods, properties and services in relation to the exploration, development and utilization
of renewable energy sources;
•
Cash incentives for RE developers for missionary electrification;
•
Tax exemption of carbon emission credits; and
•
Tax credit on domestic purchase of capital equipment and services.

The non-fiscal incentives or market mechanisms include the Renewable Portfolio Standard (RPS) which sets a minimum percentage
of generation from eligible RE resources; the Feed-In Tariff System which authorizes a fixed tariff for electricity produced from
emerging RE resources; the Renewable Energy Market which shall operate under the Wholesale Electricity Supply Market to
facilitate compliance with the RPS; and the Green Energy Option which allows end-users to directly contract their energy
requirements from RE facilities.
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Renewable Portfolio Standards

The Renewable Portfolio Standards (RPS) is a policy which places an obligation on electric power industry participants such as
generators, distribution utilities, or suppliers to source or produce a specified fraction of their electricity from eligible RE resources,
as may be determined by the National Renewable Energy Board (NREB). Within one year from effectivity of the Act, the NREB shall
set the minimum percentage of generation from eligible RE resources and determine to which sector the RPS shall be imposed on a
per grid basis.

Feed-in Tariff

The Feed-in Tariff (FiT) is a scheme that involves the obligation on the part of electric power industry participants to source
electricity from RE generation at a guaranteed fixed price applicable for a given period of time, which shall in no case be less than
12 years, to be determined by the ERC. The FiT system shall be adopted to accelerate the development of emerging RE resources
(wind, solar, ocean, run-of-river hydropower, and biomass energy resources) through a fixed tariff system.

Green Energy Option

The Green Energy Option program is a mechanism to be established by the DOE which shall provide end-users the option to choose
RE resources as their source of energy. The end-users may directly contract from RE facilities their energy requirements distributed
through their respective distribution utilities.
Moreover, the RE Law allows RE developers utilizing intermittent RE resource the option to pay transmission and wheeling charges
on per kilowatt-hour basis equivalent to the average rate of all other electricity transmitted through the grid. These RE developers
are also given priority dispatch.
The RE Law also directs government financial institutions to provide preferential financial packages for RE projects recommended
and endorsed by the DOE.
As to the government share in the exploration, development and utilization of RE resources with respect to existing and new RE
development projects, the RE Law prescribes a rate of 1.0% of the gross income from sale of renewable energy (1.5% for
geothermal energy), and other incidental income from generation, transmission and sale of electric power.
The DOE has been designated as the lead regulatory agency to implement the RE Law. On May 25, 2009, the DOE issued Circular
No. DC2009-05-0008 known as the Implementing Rules and Regulations of the RE Law (effective June 12, 2009), followed on July
12, 2009 by Circular No. DC2009-07-0011 prescribing guidelines governing RE service/operating contracts and the process for the
registration of RE developers (effective August 10, 2009). A new office within the DOE, the Renewable Energy Management Bureau,
has been created to, among others, implement the RE policies, plans and programs.
Another office, the National Renewable Energy Board, was also created pursuant to the RE Law. It has monitoring, review and
recommendatory functions with respect to various RE programs such as the RPS and the National Renewable Energy Program that
will be prepared by the DOE. The Board shall be composed of representatives from various government agencies, government
financial institutions, private RE developers, private DUs, electric cooperatives, electricity suppliers and non-government
organizations. It is expected to be constituted within the year.

INDUSTRY SECTORS

Generation

The generation sector converts fuel and other forms of energy into electricity. This sector, by utility, consists of: (i) NPC-owned and
NPC-operated generation facilities; (ii) NPC-IPP plants, which consist of plants operated by IPPs, and IPP-owned and IPP-operated
plants, all of which supply electricity to NPC; and (iii) IPP-owned and IPP-operated plants that supply electricity to customers other
than NPC. Recent successes in the privatization process of NPC continue to build up momentum for the power industry reforms.
Under the EPIRA, generation companies are allowed to sell electricity to DUs or retail electricity suppliers through either bilateral
contracts or WESM. Once the regime of Retail Competition and Open Access is implemented, generation companies may likewise
sell electricity to eligible end-users. Pursuant to Section 31 of the EPIRA, such implementation is subject to the fulfillment of five
conditions. Out of the five, only one condition remains unsatisfied: the transfer to IPP Administrators of at least 70.0% of the total
energy output of power plants under contract with NPC to the IPPs. The transfer is at 35% of installed capacity as of present.
As of September 2009, PSALM has so far privatized 18 NPC generation assets in Luzon, Visayas, and Mindanao, with an aggregate
installed capacity of around 3,897 MW.
With the recently concluded bidding of the 192.5 MW Palinpinon and 112.5 MW Tongonan geothermal power plants, NPC has
privatized approximately 88% of its total installed generating capacity in Luzon and Visayas. With regards to the privatization of
NPC IPP contracts, PSALM has commenced bidding out agreements for IPP administration in 2009. After its completion of the
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second round of bidding on 1,000 MW Sual and 700 MW Pagbilao coal-fired power plants, PSALM has privatized 35.24% of the NPC
IPP contracts.
In terms of market share limitations, no generation company is allowed to own more than 30.0% of the installed generating
capacity of the Luzon, Visayas, or Mindanao grids, and/or 25.0% of the total nationwide installed generating capacity. To date, NPC,
along with PSALM, is the only power generation company that has breached the mandated ceiling. Also, no generation company
associated with a DU may supply more than 50.0% of the DU’s total demand, under bilateral contracts, without prejudice to the
bilateral contracts entered into prior to the enactment of EPIRA.

Supply

Retail Electricity Suppliers (“RES”) are those engaged in the business of selling electricity to end-users. The business is not
considered a public utility operation and suppliers are not required to obtain a national franchise. Except for the DUs with respect to
their respective franchise areas, suppliers need to be licensed by the ERC. However, the prices charged by suppliers to the
Contestable Market of a distribution utility are not subject to regulation of ERC. Operations of RES continue to be held back by the
delayed privatization of NPC. As a result, competition remains very limited to electric cooperatives that have expiring TSCs with NPC.
This deprives consumers from choosing their electricity provider that would best serve their power requirements at the most
reasonable cost.
On December 5, 2008, ERC has approved the Power Supply Option Program (“PSOP”), or the Interim Open Access (“IOA”). The
program allows qualified generation companies, and registered electricity suppliers to contract the supply of electricity directly with
eligible end-users. The PSOP or IOA will cease to be operational upon commencement of Retail Competition and Open Access. To
date, the first condition to the implementation of the PSOP or IOA, the transfer of the operation of Calaca power plant to DMCI,
Holdings Inc., the new holder of the plant, has not yet been met.
Once Retail Competition and Open Access are implemented, as mandated by the EPIRA, end-users with electricity demand falling
above the thresholds set by the ERC will be allowed to source electricity from electricity suppliers of their choice. The EPIRA also
contemplates that certain end-users will source power directly through WESM or by entering into contracts with generation
companies. This will encourage competition at the retail level. It is planned that Retail Competition will gradually increase over time,
provided that supply companies are sufficiently creditworthy to be suitable to offtakers for generation companies.

Transmission

Electricity generated by power generation facilities is generally transported via a high-voltage transmission system to various DUs or
electric cooperatives. Transmission is critical in ensuring that generated electricity is delivered to DUs’ load centers within proper
technical standards. It is a regulated common electricity carrier business subject to the ratemaking powers of the ERC.
Pursuant to the EPIRA, NPC transferred its transmission and sub-transmission assets to TransCo, which was created to operate the
transmission systems throughout the Philippines. TransCo is also mandated to provide Open Access to all industry participants. The
EPIRA granted TransCo a monopoly over the high-voltage transmission network and subjected it to performance-based regulations.
The EPIRA also required the privatization of TransCo through an outright sale or concession contract to be carried out by PSALM. In
December 2007, Monte Oro Grid Resources Corp. (“Monte Oro”) won the concession contract for TransCo with a bid of USD 3.95
billion. On January 14, 2009, PSALM formally turned over the 25-year concession of TransCo to NGCP, the company formed by
Monte Oro.

Distribution

The distribution of electricity to end-users is considered a common carrier business requiring a national franchise and is regulated
primarily by the ERC. A DU has the obligation to provide distribution services and connections to its system for any end-user within
its franchise area in accordance with rules. Access by all users to its system shall be open and non-discriminatory. As reported by
NEA, the government agency mandated to implement programs to strengthen the technical capability and financial viability of rural
electric cooperatives, the distribution sector is composed of 119 electric cooperatives, 16 privately-owned utilities, and 8 localgovernment owned utilities. These DUs may purchase electricity from generation companies or WESM, when qualified, for
distribution to residential, commercial, industrial, and other end-user segments. NEA may act as guarantor for purchases of
electricity in the WESM by any electric cooperative or small DU to support their credit standing.
In principle, DUs serve as captive market and therefore are required by law to purchase electricity in the least cost manner in that
their generation costs are passed entirely on to their customers. This is why PPAs between DUs and generation companies go
through a stringent approval process, including public hearings, publications, and posting of notices in each of the municipalities
and cities covered by their respective franchise areas.
With Distribution Wheeling Charges being regulated by the ERC, DUs, consequently, the generators supplying electricity to them,
were exposed to regulatory risks given that adjustments in their generation rates can be disallowed by the ERC every time they
have their billings reviewed every month. This regulatory risk was remedied through ERC Resolution 10 — series of 2004, which
allowed automatic adjustment of generation rates and systems loss rates of DUs.
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Based on its interpretation of Section 4(e), Rule 3 of the EPIRA, the Supreme Court, issued an order on August 2006, directing that
Meralco make a filing with ERC prior to adjusting generation rates instead of implementing the mechanism for automatic
adjustment of such rates. The DOE remedied the situation in June 2007 by amending said regulation and expressly allowing the
automatic adjustment mechanism to allow the timely recovery of generation and foreign exchange-related costs. Thereafter,
Meralco resumed implementation of the automatic adjustment mechanism.

WHOLESALE ELECTRICITY SPOT MARKET

The EPIRA mandates the establishment of a wholesale market that provides the mechanism for identifying and setting the price of
actual variations from the quantities transacted under contracts between sellers and purchasers of electricity. This market, the
WESM, became operational in the Luzon Grid on June 26, 2006. It is a “gross pool, net settlements” market that enables suppliers
and buyers to trade electricity as a commodity. The main purpose of the WESM is to provide industry stakeholders the correct price
signals in order to properly guide them in making various investments, as well as their operational decisions. The establishment of
WESM was a necessary precondition before robust competition is achieved in the market because electricity prices prior to its
operation were significantly distorted.
Prior to the initial operation, the DOE issued the WESM rules, which set the guidelines and standards for participation in the market,
reflecting accepted economic principles and providing a level playing field to all electric power industry participants. Such guidelines
and standards include procedures for establishing the merit order dispatch for each time (i.e. hourly) trading period and
determining the market-clearing prices. The ERC also approved and issued the price determination methodology for the WESM.
The Philippine Electricity Market Corporation (“PEMC”) acts as the market operator that governs the WESM and is currently
undergoing the trial operations program in the Visayas Grid. Its Board of Directors is composed of representatives of electric power
industry participants and independent members. Its primary purpose is to establish, maintain, operate and govern an efficient,
competitive, transparent and reliable market for the wholesale purchase of electricity and ancillary services in the Philippines in
accordance with relevant laws, rules and regulations. Moreover, in accordance with the EPIRA, the present structure of PEMC will
undergo changes upon the implementation of an independent market operator set up.
The WESM for the Visayas continues to operate under trial operations due to supply constraints of the grid. In the meantime, the
DOE has directed PEMC to establish and operate the Visayas Supply Augmentation Auction Program (VSAAP), as an interim
measure to address deficit in power supply particularly in the Cebu, Negros and Panay sub-grids. The VSAAP has been given an
operational period of 14 months starting June 2009. It has been announced that the VSAAP shall be an introduction to the
commercial operations of the Visayas WESM, commencement of which shall be contingent upon the approval of the DOE. The
WESM is envisioned to initially develop two main markets, the (1) Energy Market, and the (2) Reserve Market. With the energy
market in Luzon being continuously developed and established, PEMC has set commercial operations of its reserve market to start
at the beginning of 2010.

ENERGY DEMAND AND SUPPLY

Economic activity, as measured by GDP, remains the key determinant of energy demand. With 2010 GDP growth target of 2.6% to
3.6% set by NEDA, Philippines’ peak demand is expected to increase. Per its Power Development Plan, DOE forecasts that peak
demand, through 2014, will grow at a compounded annual growth rate of 4.0%, 5.7% and 6.0% in Luzon, Visayas and Mindanao,
respectively; by 2014 aggregate peak demand is expected to reach 9,397 MW, 1,850 MW and 2,112 MW in Luzon, Visayas and
Mindanao, respectively. Visayas is experiencing a shortage in power supply, and additional shortage in power supplies are expected
in Mindanao by 2009-2010 and in Luzon by 2010-2011.
Given these projections, it is clear that current total installed capacity will not be sufficient to meet demand. In the 2006 Power
Development Plan Update, the country is projected to need a total of 3,917.3 MW of new capacity additions until 2014. Of this,
517.3 MW is expected to be provided by committed projects and the remainder from the 3,400 MW of indicative capacity additions.
If committed projects are not put in place, a shortage in supply is expected in Luzon by 2011.

T O T A L C A P A C I T Y A D D I T I O N S , 2006-2014

The total capacity additions including committed and indicative capacity from 2006 to 2014 are summarized in the table below:
(in MW)
Committed Projects
Indicative Requirements

Luzon
38.3
1,950.0

Visayas
269.0
600.0

Mindanao
210.0
850.0

Philippines
517.3
3,400.0

Source: 2006 Power Development Plan Update
The Government’s goal is to meet these supply targets while promoting energy self-sufficiency. According to the Philippine Energy
Plan 2007-2014, the country’s energy self-sufficiency level was at 55.4% in 2006, with a target of 60.0% by 2010. Limiting the
utilization of imported fuels will make the country less vulnerable to increasing oil and coal prices. Currently, the Philippines imports
most of its coal and oil requirements and produces gas mostly from the Malampaya field, located offshore in the Philippines.
According to NSO in 2008, imports of crude oil and coal accounted for 13.24% and 0.50% of total imports, respectively. Indigenous
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sources of energy such as geothermal, therefore, play an increasingly vital role for the Government to achieve its self-sufficiency
targets.

POWER GENERATION BY SOURCE

The table below sets forth the sources of electricity generation in the Philippines from 2001 through 2008 (in GWh).
Generation Source
Oil-Based
Hydro
Geothermal
Coal
Natural Gas
Wind/Solar
Total
% of power from
geothermal
energy

2001
9,867
7,104
10,442
18,789
848

2002
6,293
7,033
10,242
16,128
8,771

2003
7,170
7,870
9,822
14,939
13,139

2004
8,504
8,593
10,282
16,194
12,384
55,957

2005
6,141
8,387
9,902
15,257
16,861
19
56,567

2006
4,665
9,939
10,465
15,294
16,366
55
56,784

2007
5,148
8,563
10,215
16,837
18,789
59
59,611

2008
4,265
9,802
10,723
15,191
19,579
59
59,619

47,050

48,467

52,940

22.2%

21.1%

18.6%

18.4%

17.5%

18.4%

17.1%

18.0%

Source: GOP

ELECTRICITY SUPPLY AND DEMAND OUTLOOK

According to the DOE Power Sector Situationer 2007, the Philippine electricity market has a total non-coincident peak demand of
8,993 MW. This demand is divided into three major grids, the Luzon Grid having the largest demand at approximately 6,643 MW.
The Visayas and Mindanao grids have smaller demands and have peak demands of 1,102 MW and 1,241 MW, respectively. Based
on the DOE Distribution Development Plan, the annual average growth rate for peak demand from 2006-2014 is forecasted at 4.0%,
5.7%, 6.0% for the Luzon, Visayas, Mindanao grids, respectively. These forecasts were derived using a “bottom-up” approach,
which made use of forecasts by the various distribution utilities and electric cooperatives in the country.
In Luzon, electricity consumption of residential and industrial customers each account for approximately 52% of total electricity
consumption. The commercial customer segment accounts for about 26.0% of total electricity sales and has the highest annual
growth rate at 5.9%. This growth can largely be attributed to the opening of new shopping malls in rural centers and surge in the
business process outsourcing industry. The annual growth rate in residential and industrial sales is about 2.8% and 4.5%,
respectively.
On the supply side, official forecasts predict a shortage in generation capacity by 2011. This is based on projections of DOE and
historical peak demand and growth figures. The lack of construction of new major power plants, especially in the Luzon Grid,
supports this forecast. However, the recent success in the privatization of major power plants (e.g. the 600 MW Calaca Coal Plant,
620 MW Limay Combined Cycle Plant, the 192.5 MW Palinpinon Geothermal power plant, and 112.5 MW Tongonan Geothermal
power plant) is expected to provide additional generation capacity; these plants’ net dependable capacities are expected to increase
from previous levels, which are substantially lower than their rated capacities. This is expected to mitigate or delay the predicted
shortage.
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PHILIPPINE GEOTHERMAL AREAS

The diagram below sets forth the principal geothermal areas within the Philippines.
N

Producing fields

Under development

E

W

Luzon

Mount Labo, Camarines Provinces

Energy Development (EDC) Corporation

S

Mount Makilling-Banahaw, Laguna/Quezon
(Chevron Geothermal Philippines)
Total installed capacity = 458.5MWe

Tiwi, Albay
(Chevron Geothermal Philippines)
Total installed capacity = 344.0MWe

Mabini, Batangas
(Basic Energy Corporation)

Biliran, Biliran
(Biliran Geothermal Incorporation)

Bacon-Manito, Sorsogon/Albay

Energy Development (EDC) Corporation

Total installed capacity = 150.0MWe

Visayas

Tongonan, Leyte

Energy Development (EDC) Corporation

Northern Negros, Negros Occidental

Total installed capacity = 700.8MWe

Energy Development (EDC) Corporation

Total installed capacity = 49.4MWe
Palinpinon, Negros Oriental

Mindanao

Energy Development (EDC) Corporation

Mount Cabalian, Southern Leyte

Energy Development (EDC) Corporation

Total installed capacity = 192.5MWe
Amacan, Davao
(Guidance Management Corporation)

Mount Apo, North Cotabato/Davao

Energy Development (EDC) Corporation

Total installed capacity = 106.0MWe

Source: EDC

THE ROLE

OF

GEOTHERMAL ENERGY

IN THE

PHILIPPINES

Since the operation of the first geothermal plant in 1977, geothermal energy has provided a reliable source of power in the
Philippines. In 2007, geothermal energy accounted for 17.1%, equivalent to approximately 10,215 GWh, of the country’s total
power generation mix. Of this number, the Company contributed or supplied steam to geothermal power plants that contributed,
more than 61.2% or 6,333 GWh, while Chevron Geothermal Philippines Holdings (formerly PGI) contributed the remainder of the
generation.
Geothermal energy’s current contribution to power indicates that it is likely to continue to play a major part in meeting Philippines’
capacity requirements. In its bid to become a leading producer of geothermal energy, the Philippines targets the installation of an
additional 650.0 MW capacity within the 2010-2014 planning period as provided under the GOP’s 2007-2014 Philippine Energy Plan.
From the existing capacity of 1,958 MW, total geothermal capacity is expected to reach 2,651.2 MW by 2014.
The Company believes that there are mean reserves of approximately 1,327.0 MW within the areas covered by the GRESCs it has
with the Government. In addition GeothermEx, a recognized geothermal industry consultant, has calculated a reserves estimate of
2,206 MW. This is higher than the Company’s reserve estimate and is based on its own analysis of the Company’s data, as well as
GeothermEx’s experience with similar geothermal projects in other parts of the world.
To achieve the targeted capacity addition, the Company, Chevron Geothermal Philippines Holdings, and if any, other new
geothermal power producers, will have to undertake expansion and optimization of existing fields/plants, as well as exploration and
development of new areas. By generating investor interest, the Government plans to intensify efforts to facilitate farm-in
agreements on the drilling of exploration and delineation wells, conduct feasibility studies, as well as to assist in the development of
steamfields and the construction of power plants.
Current incentives given to the Company, as provided in its GSCs with the GOP include:
• Recovery of operating expenses not exceeding 90% of the gross value in any year with carry forward of unrecovered cost;
• Service fee of up to 40% of net proceeds;
• Exemption from all taxes except income tax;
• Exemption from payment of tariff duties and compensating tax on the importation of machinery, equipment, spare parts and
all materials for geothermal operations;
• Depreciation of capital equipment over a 10 year period;
• Easy repatriation of capital equipment investment and remittance of earnings; and
• Entry of alien technical and specialized personnel (including members of immediate families)
The GRESCs will entitle the Company to the incentives under the RE Law.
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IMPORTANCE OF GEOTHERMAL ENERGY

There are three reasons why geothermal energy is important in the Philippine power industry:
Geothermal energy is abundant and reliable
Rapid subduction of the Philippine plate under the Eurasian plate results in active faulting and volcanism, making geothermal
energy abundant in the Philippines. According to the GOP, the Philippines’ total potential geothermal reserves amount to 4,790.0
MW. Of this, only 2,146.0 MW (as of 2004) have been developed and used to produce electricity. Moreover, because used
geothermal fluids and condensed steam can be re-injected into the deep lying geothermal reservoir, geothermal energy is
considered sustainable over time.
Furthermore, geothermal resources are available regardless of weather or season. Unlike other forms of alternative energy such as
solar or wind, geothermal energy is highly reliable.
Geothermal energy is cost-competitive
Geothermal energy is one of the cheapest forms of energy, both in terms of levelized generation costs and resource price (e.g.
steam). Geothermal energy’s levelized generation costs, which is the average cost of power production over the life of the power
plant, is very cost competitive. High capital costs are compensated by a high Capacity Factor, a relatively long plant life and minimal
fuel costs.
Steam, as a resource, is also cheap especially when compared to the cost of fuel. Between January and December 2008, the
average market cost of unrefined fuel was approximately USD93.69 per barrel. At the Company’s current equivalent cost of USD22
per barrel, the price of steam is approximately 20% the price of crude oil. This is further reflected in the selling price of electricity
produced by geothermal plants, which between January and December 2008 was 43% below WESM load weighted average grid
price (LWAP). Moreover, it is noteworthy to state that Geothermal power plants continue to provide a significant chunk of the Luzon,
Visayas and Mindanao grids’ baseload demand requirements.
Geothermal energy is environment-friendly
Compared to other energy options, production of geothermal energy is comparatively ecologically benign. It is one of the energy
resources which was acknowledged as an environmentally advantageous option in the 1992 Rio Declaration on Environment and
Development. Geothermal emissions are not considered to be major sources of greenhouse gases by the UN Environmental
Program.

COMPETITION

Under the Company’s GRESCs, it has long-term exclusive rights to explore, develop, and utilize geothermal steam resources in
specific areas. Substantially all of the Company’s steam and power capacity is sold through various forms of offtake agreements,
such as SSAs for the supply of steam to NPC-owned power plants, and PPAs for the supply of electricity to NPC; under an ESA, it
also supplies power to a contracted DU. Since these agreements provide for take-or-pay quantities, the Company is not subject to
direct competition. Although the take-or-pay provision of the steam supply will not apply to the GRSCs that will replace the SSAs
upon the privatization of the geothermal power plants of NPC, this will only apply to three geothermal power plants: the Palinpinon,
Tongonan and BacMan Geothermal power plants. On October 23, 2009, the Palinpinon and Tongonan Geothermal power plants
were turned over to Green Core, which submitted the highest complying bid for the PSALM’s auction of the said plants last
September 2, 2009. Furthermore, the supply of steam is location-specific, such that each power plant can only source its fuel from a
dedicated nearby steamfield.
The only other Philippine company engaged in the production of steam is Chevron Geothermal Philippines Holdings. Recently,
Aboitiz Power Corporation, a power distribution and generation company, successfully bid for the 747 MW Tiwi-Makban geothermal
power plant. Non-Philippine companies that are actively engaged in geothermal consultancy in the Asia-Pacific region are West
Japan Engineering Consultancy, GeothermEx, Sinclair Knight Merz Engineering Consultancy and PB Power (see section on Philippine
Geothermal Areas under “Philippine Power Industry” on page 112 for the geographic locations and capacities of competitors). The
Company also competes with other energy sources used for the production of power, particularly coal, gas and oil, substantially all
of which is imported.
With the Government committed to implement the privatization of the majority of NPC-owned power generation facilities and the
establishment of the WESM, the Company will face competition from other power generation plants, particularly the dominant NPC
during the privatization phase. Several of these competitors have greater financial resources, and have more extensive operational
experience and other capabilities than the Company, giving them the ability to respond to operational, technology-related, financial
and other challenges more quickly than the Company. The Company will face competition from newly developed power generation
facilities and existing power plants acquired through the privatization process. The performance of the Philippine economy and the
potential for a shortfall in the Philippines’ energy supply have attracted many potential competitors, including multinational
development groups and equipment suppliers, to explore opportunities in the development of electric power generation projects
within the Philippines. Accordingly, competition from new power projects may increase in line with the long-term economic growth
in the Philippines.
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MATERIAL CONTRACTS AND AGREEMENT
The following are summaries of the material terms of the principal contracts related to the Company’s business transactions and
should not be construed to be a full statement of the terms and provisions of such contracts. Accordingly, the following summaries
are subject to the full text of each contract.
The Company’s principal contracts generally consist of operating contracts and financing agreements. The Company’s operating
contracts may be classified as GRESCs, GRSCs, SSAs, ECAs and PPAs. The following are summaries of the key provisions of the
Company’s operating, financing and other material contracts.

GEOTHERMAL SERVICE CONTRACTS

AND

GEOTHERMAL RENEWABLE ENERGY SERVICE CONTRACTS

The Company currently has seven service contracts with the Government, one for each of the following areas:
(a)
(b)
(c)
(d)
(e)
(f)
(g)

Leyte;
Southern Negros;
BacMan;
Mindanao;
Northern Negros;
Mt. Cabalian; and
Mt. Labo4.

Generally, under a GSC, the Company agrees to provide the necessary services, technology and financing for the geothermal
operations contemplated therein, and assumes the financial risks for those operations. A service contract is effective for a period of
five years from its effective date, renewable for another two years if the Company (a) has not defaulted in its exploration, financial
and other work commitments and obligations; and (b) has provided a work program for the extension period that is acceptable to
the Government. If geothermal resources are discovered by the end of the seventh year but the Company is yet to determine
whether the resources are of commercial quantity, the contract may be extended for one year with the approval of the Government.
Where geothermal resources in commercial quantity are discovered during the exploration period, the contract shall, with respect to
any production area delineated therein, remain in force for the balance of the exploration period (and any extension thereof) and
for an additional period of 25 years. The Company then operates the geothermal field on the Government’s behalf. If the Company
does not default in its obligations under the contract, the Government may grant a further extension of 15 years (in the case of
Mindanao, Northern Negros, Mt. Cabalian and Mt. Labo) or 20 years (in the case of Leyte, Southern Negros and BacMan). The
Company has discovered geothermal resources of commercial quantity and has established or is operating projects for the same in
five of the Company’s seven service contract areas. The Company is currently assessing certain technological innovations that may
permit commercialization of the two service contract areas on which the Company does not currently conduct commercial
operations. Under each of the GSCs, all materials, equipment, plants and other installations of a movable nature that are erected or
placed on the contract area by the Company shall remain the property of the Company unless not removed within one year after
the expiration and/or the termination of the applicable GSC, in which case ownership shall be vested in the Government. Further, in
the event of production and the Company has recovered the cost of all such materials, equipment, plants and other installations,
the ownership thereof shall be vested in the Government.
In addition, under the GSC for Mindanao, the Company is obliged to post a bank guarantee or an irrevocable standby letter of credit
in favor of the Government conditional upon the Company’s faithful performance of all of its obligations under the contract. The
same obligation is found in the service contracts for Mt. Cabalian and Mt. Labo, and, in addition, the Company has an obligation
under these contracts to (a) provide assistance for training, conferences and other related programs and activities for DOE
personnel, the total cost of which shall not exceed USD5,000 per calendar year during the exploration period or USD8,000 per
calendar year during the production period and (b) establish, not later than five years before the anticipated termination of the
production operations, a sinking fund to be concurred in, and administered by, the DOE that is sufficient to cover the proper
decommissioning of the equipment and structures, as well as the abandonment of wells and the rehabilitation of the abandoned
areas.
Under the GSCs, the Company pays a royalty fee to the Government from net proceeds in respect of any geothermal energy
extracted from the contract areas. Net proceeds are calculated after deducting recoverable costs such as development, production
and operating costs from the gross receipts. The allowable recoverable costs are limited to 90% of gross receipts per year, with any
unrecovered costs carried forward to the succeeding years. The Company pays 60% of net proceeds to the Government, including

4

Contract under discussion with DOE.
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local government units, in the form of income tax and royalty fees, and retains the remaining 40%. Under the geothermal resource
contracts for Northern Negros and Mindanao, overdue royalties bear interest at a rate of 25% per annum.
RA 9513 mandates the conversion of existing service contracts under PD 1442 into RE Service Contracts to avail of the incentives
under the RE Law. The Company started conversion contracts negotiation with the Department of Energy (DOE) in August 2009.
As of October 23, 2009, the DOE granted the Company Geothermal Renewable Energy Service Contracts for five of the GSC areas,
namely: Tongonan, Palinpinon, Bacman, Mt. Apo, and Northern Negros.

STEAM SALES AGREEMENTS

The Company’s operating projects are of two types according to the project structure adopted. Under the first type, the Company
sells steam to NPC and NPC converts the steam into electricity using its own power plants. Under the second type, the Company
uses its own power plants or BOT power plants to convert steam into electricity and sells the electricity to NPC or other power
offtakers.
The Company has five SSAs with NPC with respect to each of the Tongonan I, Palinpinon I, Palinpinon II, BacMan I and BacMan II
steamfield projects. Under an SSA, the Company agrees to produce and deliver to NPC, and NPC agrees to accept, geothermal
energy for use in its generating plants. The Company produces and delivers steam to NPC in commercial quantity and quality and
guarantees delivery of an agreed volume of steam for a period of 20 or 25 years. The quantity and quality of steam that the
Company agrees to deliver is based largely on the Company’s assessment of the applicable geothermal reservoir. The SSAs have
durations of 20 or 25 years from their effective dates, unless sooner terminated in accordance with the provisions thereof or in the
event that the Company’s service contract expires and it loses authority to operate in the contract area. Under an SSA, the
Company is obliged, among other things, to:
• produce and deliver geothermal resources to NPC’s power plant at the agreed delivery point(s);
• process natural steam to remove moisture, particulate matter and minerals in solution to obtain steam of acceptable quality;
• drill, equip, manage and maintain all wells and surface installations and, for this purpose, determine reserves and conduct
other technical studies in connection with the production and delivery of geothermal energy;
• operate and properly maintain the necessary field facilities;
• be responsible for constructing, operating and maintaining disposal facilities for effluent and condensates in conjunction with
its development operations and receive and dispose of condensate, effluent and wastes from NPC;
• be responsible for environmental damage arising from and/or attributable to its development operations and field facilities; and
• be responsible for pollution control for geothermal wastes, as well as ecology management associated with its development
operations and field facilities.
Under the SSAs, NPC shall pay the Company a guaranteed monthly remuneration , subject to adjustment at the end of each billing
semester (for Palinpinon II and BacMan II) or billing year (for Palinpinon I, BacMan I and Tongonan I) and for additional
remuneration for NPC’s excess generation for the month. If NPC fails to pay any bill or account after it becomes due and payable,
the overdue account shall bear interest as set out in the SSAs. Under the SSA that governs steam sales from Palinpinon I, NPC is
required to reimburse the Company for royalties paid by the Company to the Government under the applicable GSC.
The SSAs for Palinpinon I, Palinpinon II and BacMan II provide that they may be terminated at either party’s option in the event
that the Company fails to deliver geothermal steam sufficient to produce an average actual utilization factor of 50% for a
continuous period of at least one year. If the SSA is terminated on that basis, the Company shall, at NPC’s option, assume the
outstanding foreign obligations of NPC on its power plant and reimburse NPC’s Peso sunk costs for the power plant less
accumulated depreciation. This assumption by the Company of NPC’s obligations shall entail transfer of the ownership of the power
plant from NPC to the Company and no further damages in favor of NPC shall thereafter apply. In addition, these SSAs provide that
they may be terminated by either party if NPC fails to operate the applicable power plant for a continuous period of at least one
year. If the SSA is terminated on such basis, the Company may elect to have ownership of the applicable geothermal field facilities
transferred to NPC in exchange for NPC assuming the outstanding foreign obligations of the Company and the Company’s Peso sunk
costs less accumulated depreciation on the applicable geothermal field facilities.
The minimum energy offtake, base energy rates and termination dates for each of the Company’s SSAs are as follows:

Tongonan I

Under the terms of the Tongonan I SSA, NPC guarantees EDC a minimum energy offtake of 739.1 GWh annually, which equates to
75% of the Capacity Factor of 112.5 MW. As of September 30, 2009, the adjusted base rate was PHP1.8710/kWh. A 37.5%
discount is applied to any steam purchased over 75% Capacity Factor. The expiration date of the SSA for Tongonon I is December
2008 and the Company has granted NPC the option to extend the SSA until such time as the Tongonon I power plant is privatized.
The Tongonon I power plant was privatized on October 23, 2009.
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Palinpinon I

Under the terms of the Palinpinon I SSA, NPC guarantees EDC a minimum energy offtake of 739.1 GWh annually, which equates to
75% Capacity Factor of 112.5 MW gross plant capacity. As of September 30, 2009, the adjusted base rate was PHP1.8368/kWh. A
35% discount is applied to any steam purchased over 75% Capacity Factor. The expiration date of the SSA for Palinpinon I is
December 2008 and the Company has granted NPC the option to extend the SSA until such time as the Palinpinon I power plant is
privatized. The Palinpinon I power plant was privatized on October 23, 2009.

Palinpinon II

Under the terms of the Palinpinon II SSA, NPC guarantees EDC a minimum energy offtake of 535.6 GWh annually, which equates to
75% Capacity Factor of 80.0 MW gross plant capacity. As of September 30, 2009, the adjusted base rate was PHP1.4025/kWh. A
35%, 37.5% and 40% discount is applied to the price of steam purchased between 75% to 85% Capacity Factor, between 85% to
90% Capacity Factor and over 90% Capacity Factor, respectively. The expiration dates of the SSA for each unit Palinpinon II are
2018 for the Nasuji unit, 2019 for the Okoy 5 unit and 2020 for the Sogongon 1 and 2 units.

BacMan I

Under the terms of the BacMan I SSA, NPC guarantees EDC a minimum energy offtake of 722.7 GWh annually, which equates to
75% Capacity Factor of 110.0 MW gross plant capacity. As of September 30, 2009, the adjusted base rate was PHP1.9108/kWh. A
35% discount is applied to the price of steam purchased over 75% Capacity Factor. The expiration date of the SSA for BacMan I is
2018.

BacMan II

Under the terms of the BacMan II SSA, NPC guarantees EDC a minimum energy offtake of 262.8 GWh annually, which equates to
75% Capacity Factor of 40.0 MW gross plant capacity. As of September 30, 2009, the adjusted base rate was PHP1.5283/kWh for
the Cawayan modular plant and PHP1.4025/kWh for the Botong modular plant. A 35%, 37.5% and 40% discount is applied to the
price of steam purchased between 75% to 85% Capacity Factor, between 85% to 90% Capacity Factor and over 90% Capacity
Factor, respectively. The Company and NPC entered into an addendum to the SSA for BacMan II in February 2007 in connection
with a prolonged shutdown of the NPC-owned BacMan II Cawayan power plant. Under the addendum, NPC agreed to compensate
the Company for the contracted minimum energy offtake under the SSA from August 25, 2005 until the Rehabilitation Completion
Date or when Cawayan achieves its rated capacity. The Company agreed to credit such payments by NPC against “stored energy”,
representing the contracted energy that NPC was not able to take during the rehabilitation period. This stored energy is credited to
the surplus generation billings under the BacMan I and BacMan II SSAs until the funds paid by NPC to the Company during this
outage period have been fully recovered by NPC. As of September 30, 2009, NPC had a credit for 550.1 GWh of stored energy
under the BacMan II SSA. Until such amount has been fully recovered by NPC, the Company does not expect to receive
remuneration under the BacMan I and BacMan II SSAs in excess of the minimum amount it is entitled to receive under the take-orpay provisions of the respective SSA. The expiration dates of the SSA for each unit of BacMan II are 2019 for the Cawayan unit and
2023 for the Botong unit
On September 2, 2009, EDC, through Green Core, submitted the highest complying bid to PSALM for the acquisition of the
Palinpinon and Tongonan plants. Green Core intends to take over the operation and management of the two geothermal plants by
fourth quarter 2009.

GEOTHERMAL RESOURCES SALES CONTRACTS

In September 2006, the Company entered into two GRSCs with PSALM, as the successor-in-interest to NPC, covering the
geothermal facilities at Tongonan I, Palinpinon I and Palinpinon II. The GRSCs are intended to take effect upon the earlier of the
expiration of the SSA governing the sale of steam from the applicable geothermal facility and the date that the applicable
geothermal power generation facility is turned over to a private party pursuant to the privatization process under the EPIRA. The
SSAs that govern the sale of steam for use at the NPC-owned Tongonan I and Palinpinon I power plants was due to expire in
December 2008 and the Company had granted NPC the option to adopt the applicable GRSCs or to extend the terms of the SSAs for
the sale of steam to these two plants if the plants have not been privatized by such time. While NPC did exercise its option to
extend the term of the SSAs, the SSAs shall only be effective until turnover of the power plants to Green Core, at which time the
applicable GRSC shall become effective.
Under the GRSCs, PSALM agrees to purchase steam from the Company and convert the steam into electricity. The Company agrees
to deliver the steam from the geothermal facilities to the power plant at agreed delivery points. There is no minimum guaranteed
monthly remuneration on a take-or-pay basis in the GRSCs. PSALM agrees to pay the Company remuneration for Actual Net
Generation (as defined in the contracts). The price of the steam sold to PSALM pursuant to a GRSC is denominated in U.S. dollars
per kilo-watt hour, although payment is to be made in Pesos at the applicable exchange rate on the date of payment. Steam prices
are not fixed, but are linked to global coal prices as determined by the Barlow Jonker Index and JPU Reference Coal Index for each
billing period. The GRSCs terminate in 2031, unless sooner terminated due to non-payment, material breach or other causes
identified in the contracts. It is intended that the purchaser of the NPC-owned geothermal power plants (Green Core) would assume
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PSALMs rights and obligations under the applicable GRSC in connection with the privatization of the applicable power plant (see
section on uncertainties related to the restructuring of the Philippines power industry under “Risk Factors” on page 20).

POWER PURCHASE AGREEMENTS

In contrast to the five projects governed by SSAs, the Upper Mahiao, Malitbog, Mahanagdong, Leyte optimization, Mindanao I and
Mindanao II projects are covered by three PPAs between the Company and NPC. Among them, the Upper Mahiao, Malitbog,
Mahanagdong and Leyte optimization projects, which are owned and operated by the Company, are covered by one PPA, the
Unified Leyte PPA, while Mindanao I and II, which were turned over to the Company by the BOT Contractor on June 18, 2009, are
each governed by a separate PPA.
Under a PPA, the Company undertakes to finance, design, supply, construct, test, operate and maintain a power plant or plants
capable of generating and delivering the amount of energy contemplated by the PPA. Further, the Company undertakes to deliver
such energy to NPC in accordance with the terms and conditions set out in the PPA. In consideration of the performance of these
obligations, NPC pays the Company a remuneration based on the base energy rate prescribed in the PPA, as adjusted for inflation
and movements in Peso-US Dollar exchange rates. All of the PPAs have a term of 25 years (or such longer period as may be agreed
upon by the Company and NPC) commencing on the commercial operation dates thereunder.
The nominated or minimum offtake (as appropriate) energy, base energy rates and expiration dates for each of the Company’s
PPAs are as follows:

Unified Leyte PPA

Under the Unified Leyte PPA, the Company annually nominates the amount of energy that it undertakes to deliver to NPC during the
following one year period and, provided that the Company fulfills its obligation to deliver the Nominated Energy, NPC is obligated to
take or pay for the Nominated Energy. Any energy delivered to NPC in excess of the Nominated Energy is sold at a 35% discount.
Under the PPA, the Nominated Energy may be up to 4,370 GWh but may not be lower than 90% of 4,370 GWh per year. The base
energy rate under the PPA is PHP1.581 per kWh and is adjusted on a monthly basis for inflation and movements in Peso-US Dollar
exchange rates.
The base energy rate is subject to further adjustment in the event that the Company is assessed by the DOE for royalties and/or
income taxes based on a steam price other than PHP0.33 per kWh. The Company has agreed with the DOE to be assessed for
royalties and income taxes based on a steam price that is higher than PHP0.33 per kWh which results in acceleration of the
recovery of the Company’s expenses in developing the related steamfield. However, the Company has agreed with NPC that it
would not enforce the adjustment clause in the PPA as a result of the alteration of the DOE’s assessment.
The Unified Leyte PPA was amended in 1996 and 1997 in connection with delays incurred by NPC for the completion of the LeyteCebu and Leyte-Luzon interconnection lines. Due to the delays, NPC was unable to accept the contracted energy, although under
the minimum take-or-pay provisions of the Unified Leyte PPA, NPC was nonetheless required to make minimum payments to the
Company and paid for 4,326.7 GWh over the period from July 25, 1996 to May 25, 1998. In the amendments to the PPA, the
Company agreed to credit such payments by NPC against “stored energy”, representing the contracted energy that NPC was not
able to take, and schedule delivery of the stored energy to NPC between July 25, 2006 and July 25, 2026 in installments as set out
in the amendments to the Unified Leyte PPA. Delivery of the stored energy amounts includes the provision that the Company will
only deliver the stored energy when the Company exceeds the Nominated Energy in a given year. As of September 30, 2009, NPC
had a credit for 4,326.6 GWh of stored energy under the Unified Leyte PPA. Until such amount has been fully recovered by NPC, the
Company does not expect to receive remuneration under the Unified Leyte PPA in excess of the amount it is entitled to receive for
providing the annual Nominated Energy under the PPA. The expiration date of the Unified Leyte PPA is 2021/2022.

Mindanao I PPA

The Mindanao I PPA specifies annual minimum offtake energy of 390 GWh per year for the remainder of the contract period and,
provided that the Company fulfills its obligation to deliver the minimum offtake energy, NPC is obligated to take or pay for the
minimum offtake energy. Any energy delivered to NPC in excess of the minimum offtake energy is sold at a 35% discount. The base
energy rate under the PPA is PHP1.5578 per kWh and is adjusted on a monthly basis for inflation and movements in Peso- US Dollar
exchange rates. The base energy rate is subject to further adjustment in the event that a new geothermal law is passed granting
different incentives to the Company. The expiration date of the Mindanao I PPA is 2022.

Mindanao II PPA

The Mindanao II PPA specifies annual minimum offtake energy of 398 GWh per year and, provided that the Company fulfills its
obligation to deliver the minimum offtake energy, NPC is obligated to take or pay for the minimum offtake energy. Any energy
delivered to NPC in excess of the minimum offtake energy is sold at a 50% discount. The base energy rate under the PPA is
PHP1.55 per kWh, and, thereafter, may be renegotiated at the option of NPC with the intent that the new revised base energy rate
will be less than PHP1.55 per kWh. The base energy rate is adjusted on a monthly basis for inflation and movements in Peso- US
Dollar exchange rates and is subject to further adjustment in the event that a new geothermal law is passed granting different
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incentives to the Company. Pursuant to the terms of the PPA, the Company guarantees 48.25 MW of capacity dispatchable on a
continuous 24-hour basis and if the Company fails to deliver this guaranteed capacity, its billings to NPC shall be reduced in
accordance with the terms of the agreement. The expiration date of the Mindanao II PPA is 2024.

ILECO I ELECTRICITY SALES AGREEMENT

In October 2006, the Company entered into an Electricity Sales Agreement with ILECO I. Under the agreement, which has a fiveyear term, the Company agreed to sell specified amounts of electric energy, or Contract Energy, to ILECO I each year from its
Northern Negros Geothermal power plant. As the seller, the Company is obliged to, among other things, maintain and operate all
facilities and equipment necessary for the fulfillment of the agreement and ensure that the supply of electricity is in accordance with
good utility practice and relevant laws and regulations. Pursuant to the ESA, the Company has the obligation to enter into a
connection agreement with TransCo to enable the plant to be connected to TransCo’s grid as well as a transmission service
agreement. As the purchaser of electric energy, ILECO I agreed to pay for the energy supplied by the Company. ILECO I is required
to pay the Company, calculated on a monthly basis, either the contract energy per month or the actual energy metered and
delivered to ILECO I, whichever is higher, multiplied by the electricity price. ILECO I is entitled to reduce its contract energy upon
written application to the Company and payment to the Company of a penalty computed in accordance with the terms of the ESA,
subject to certain exceptions. The electricity price from commencement of the agreement to February 25, 2009 is the NPC average
effective grid rate for Visayas, inclusive of other rate adjustments approved by the ERC. From February 26, 2009, the base
electricity price of PHP4.88 per kWh is subject to adjustments under a prescribed formula. The agreement also contemplates that
the parties may settle their transactions within the WESM. The ERC, in its order dated March 19, 2007, has provisionally approved
the ILECO I ESA with the contract price for the first two years set at the NPC average TOU rate in the Visayas grid and ERC
approved rate adjustments. The rates from the third to the fifth year will be determined in the ERC’s final resolution.
In May 2008, the Company had temporarily suspended power plant operations to undertake restoration and repair works in the
Northern Negros steam field. The Company re-commissioned Northern Negros and resumed delivery to ILECO I in May 2009. To
address the shortfall in contracted power under the ESA with ILECO I, the Company sourced replacement power from third parties.

DEBT AGREEMENTS

The Company is also a party to various debt agreements (see section “Description of Debt” on page 75).
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MARKET PRICE OF AND DIVIDENDS ON EDC’S COMMON EQUITY AND
RELATED STOCKHOLDER MATTERS
STOCK PRICE HISTORY

The Company’s common equity was listed in the Philippine Stock Exchange on December 13, 2006 at an Initial Public Offering price
of PHP3.20 per share. The high and low share prices for 2007 and 2008 are indicated in the following table:

Period
1Q2007
2Q2007
3Q2007
4Q2007
1Q2008
2Q2008
3Q2008
4Q2008
1Q2009
2Q2009
3Q2009

Price
(PHP)

Highest Close

6.60
6.30
6.70
7.70
6.80
5.90
5.20
4.05
3.90
4.45
4.90

Date

Feb. 23 & 26, 2007
June 4 & 5, 2007
July 24 & 26, 2007
Oct. 5 & 8, 2007
Jan 2, 2008
April 2, 2008
July 1, 2008
Oct. 2, 2008
Mar. 31, 2009
April 8, 2009
Sept. 8 to 11, 2009

Lowest Close

Price
(PHP)
4.45
5.20
5.50
6.30
5.00
5.00
2.95
1.86
2.10
3.30
3.80

Date

Jan. 8, 2007
June 27, 2007
July 2, 2007
Nov. 21, 2007
Jan. 22, 2008
May 8, 2008
Sept. 18, 2008
Dec. 23, 2008
Feb. 4, 2009
April 15, 2009
July 14, 2009

The total number of stockholders as of September 30, 2009 was 653. Price as of September 30, 2009, was PHP4.70 per share.

SHAREHOLDER INFORMATION

Beginning December 13, 2006, the common shares of EDC were listed and have been actively traded on the Philippine Stock
Exchange (PSE). Up to November 29, 2007, EDC was owned and controlled by the PNOC and the PNOC EDC Retirement Fund.
PNOC sold its remaining shares in EDC to Red Vulcan, a wholly-owned subsidiary of Prime Terracotta, via an auction conducted on
November 21, 2007, marking the Company’s full privatization. Red Vulcan currently owns 60% voting interest in EDC. First Gen
currently owns 45% of the voting interest in Prime Terracotta, and thereby has an effective voting interest in the Company of 27%
and an effective economic interest of 40%.
As of September 30, 2009, EDC has no knowledge of any individual or any party who beneficially owns more than 5% of its
outstanding common stock except as set forth in the table below:
Type of
Class

Common

Preferred

Name, address of Record
Owner and Relationship with
Company
Red Vulcan Holdings Corporation
3rd Floor Benpres Bldg.,
Exchange Road cor. Meralco Ave.,
Pasig City
Major Stockholder

Name of Beneficial Owner &
Relationship with Record
Owner

Beneficial Owner - First Gen
Corporation*

Citizenship

Filipino

Oscar M. Lopez, Federico R. Lopez,
Richard B. Tantoco, and Paul A. Aquino
have been authorized to vote the
shares during the June 30, 2009 Red
Vulcan stockholders' meeting.

No. of
Shares
Held

6,000,000,000

Percent
of Class

40.25%

7,500,000,000

100.00%

Common

PCD Nominee Corporation
(Foreign)**

Beneficial Owner of more than 5% International Finance Corporation
(744,800,000 common shares –
4.996%)

Foreign

5,927,133,228

39.76%

Common

PCD Nominee Corporation (Filipino)**

There are no beneficial owners of more
than 5% of the outstanding shares.

Filipino

2,884,141,263

19.35%

* Based on economic interest
** PCD Nominee Corporation, a wholly owned subsidiary of Philippine Central Depository, Inc. (PCD), is the registered owner of the shares in the books of the Company’s
transfer agent in the Philippines. The beneficial owners of such shares are PCD’s participants, who hold the shares on their behalf or in behalf of their clients. PCD is a
private company organized by the major institutions actively participating in the Philippines capital market to implement an automated book-entry system of handling
securities transactions in the Philippines.
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As of September 30, 2009, the following table presents the top 20 largest shareholders of the Company:
Type of
Class
Preferred
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common

Name of Record Owner
Red Vulcan Holdings Corporation
Red Vulcan Holdings Corporation
PCD Nominee Corporation (Foreign)
PCD Nominee Corporation (Filipino)
Spathodea Campanulata, Inc.
The Insular Life Assurance Co., Ltd.
Peter D. Garrucho, Jr.
Peter D. Garrucho, Jr.
Emmanuel Antonio P. Singson
Engracio A. Sanchez
Tan Ben Kuan
ALG Holdings Corporation
Hi-Light Corpporation
Rosalind Camara
Croslo Holdings Corporation
Peter Mar &/or Annabelle C. Mar
Guillermo N. Tantuco or Clarita C. Tantuco
Carlos Go &/or Lenny Go
Nelia G. Gabarda
Hans T. Sy
Francis Giles B. Puno &/or Ma. Patricia Puno

Citizenship
Filipino
Filipino
Foreign
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Chinese
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino

No. of Shares Held
7,500,000,000
6,000,000,000
5,927,133,228
2,883,906,263
66,000,000
6,739,000
3,180,000
1,900,000
1,500,000
1,000,000
700,000
700,000
662,000
531,000
500,000
400,000
352,000
300,000
300,000
300,000
294,000

Percent of
Class
100.0000%
40.2495%
39.7607%
19.3460%
0.4427%
0.0452%
0.0213%
0.0127%
0.0101%
0.0067%
0.0047%
0.0047%
0.0044%
0.0036%
0.0034%
0.0027%
0.0024%
0.0020%
0.0020%
0.0020%
0.0020%

DILUTION

As there is no issuance of shares involved in the offering, the Company expects that there will be no dilution of existing
shareholders’ equity ownership in the Company.

DIVIDEND INFORMATION AND DIVIDEND POLICY
On June 6, 2007, a cash dividend of PHP0.099 per common share was paid to all stockholders of record as of May 15, 2007. On
February 19, 2008, the BOD of the Parent Company approved the following cash dividends in favor of all stockholders of record as
of March 5, 2008 which were paid on March 17, 2008:
• cash dividend of PHP0.0004 per share on the preferred shares
• regular cash dividend of PHP0.125 per share on the common shares
• special cash dividend of PHP0.145 per share on the common shares
On March 30, 2009, the BOD of the Parent Company approved the following cash dividends in favor of all stockholders of record as
of April 16, 2009 which were paid on May 11, 2009:
• cash dividend of PHP0.0008 per share on the preferred shares
• regular cash dividend of PHP0.125 per share on the common shares.
The EDC Board of Directors and Shareholders approved the increase in the Company’s capitalization from PHP15.075 billion to
PHP30.15 billion on May 19 and June 30, 2009, respectively. The increase shall be by way of a 25% common stock dividend and
subscription to additional preferred shares. The Company’s application for the increase in capital and stock dividend was approved
by the SEC last October 12, 2009.
The Company’s Board of Directors is authorized to declare dividends as long as the Company has unrestricted retained earnings.
Moreover, in the case of stock dividends, stockholders representing at least two-thirds of the Company’s outstanding capital stock
must approve the stock dividend declaration.
Subject to the preferential dividend rights of the holders of preferred shares, holders of common shares are entitled to receive
annual cash dividends of at least 30% of the prior year’s recurring net income based on the recommendation of the Board of
Directors. Such recommendation will take into consideration factors such as current and prospective debt service requirements and
loan covenants, the implementation of business plans, operating expenses, budgets, funding for new investments and acquisitions,
appropriate reserves and working capital, among others.
Holders of the preferred shares shall be entitled to receive out of the unrestricted retained earnings when an as declared by the
Board of Directors, cumulative dividends at the rate of eight percent (8%) of the par value of preferred shares, before any
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dividends shall be set apart and paid to holders of the common shares. Holders of the preferred shares shall not be entitled to
participate with holders of the common shares in any further dividends payable by the Company.

RECENT SALE OF UNREGISTERED OR EXEMPT SECURITIES

On July 3 and September 3, 2009, the Company issued Five Year and Seven Year Fixed Rate Corporate Notes (the “Notes”) in the
aggregate principal amount of PHP9.0 Billion. The Notes were offered to not more than nineteen (19) Primary Institutional Lenders,
as the term is defined in the Amended Implementing Rules and Regulations of the SRC. The proceeds of the Notes issuance were
used to refinance and redenominate outstanding foreign currency-denominated debts of the Company and fund other general
corporate purposes. Since the Notes are considered exempt securities under SRC Rule 9.2(2)(b), the Company did not secure a
confirmation of exemption from the SEC (see section on Fixed Rate Corporate Notes under “Description of Debt” on page 77).
Other than the Notes, the Company did not issue any other unregistered/exempt securities.

STOCK OPTION PLANS

On March 25, 2008, the Board of Directors of the Energy Development Corporation (EDC) approved a share buy back program
involving up to PHP4.0 billion worth of the Company’s common shares, representing approximately four percent (4%) of the
Company’s common market capitalization as of the date of the approval. The buy back program will be carried out with a two (2)
year period which commenced on March 26, 2008 and ending on March 25, 2010.
EDC intends to implement a proposed executive/employee stock option ownership plan through options, grants, purchases, or such
other equivalent methods. On January 23, 2009, the board approved the Executive/Employee Stock Ownership Plant and the
related rules, specifically on stock grant. The plan is an integral part of the Company’s reward’s program for its employees and it is
intended to provide an opportunity for the participants to have a real and personal direct interest in the Company. There are no
stock awards granted as of September 30, 2009.

PENSION PLANS

The Company has a funded, non-contributory, defined benefit retirement plan. The plan covers permanent employees and is
administered by a trustee bank. The Company also provides post-retirement medical and life insurance benefits which are unfunded.
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DIRECTORS, EXECUTIVE OFFICERS AND CONTROL PERSONS
THE BOARD

OF

DIRECTORS

The Board is principally responsible for the Company’s overall management and direction. As a matter of practice, the Board meets
at least once a month to review and monitor the Company’s performance.
The By-laws provide for 11 members of the Board, who shall be elected by the stockholders, and include 3 independent directors.
The Board holds office for 1 year and until their successors are elected and qualified in accordance with the By-laws.
The Company’s Board of Directors was elected on June 30, 2009, by the Company’s stockholders. The composition of the Board as
of September 30, 2009, is as follows:
Oscar M. Lopez, 79
Mr. Lopez, Filipino, is the Chairman of the Company since November 2007. He also serves as Chairman and Chief Executive Officer
of the First Philippine Holdings Corp. (FPHC) since 1987, Chairman of Benpres Holdings Corporation (Benpres) since 1995, all
member-companies of First Gen Corp. (First Gen) since 1998, and First Gas group of companies since 1995. Through his
Chairmanship of FPHC and Benpres, Mr. Lopez serves as Chairman of the Lopez Group of Companies. He is also a member of the
board of ABS-CBN Broadcasting Corporation since 1966. Mr. Lopez has led FPHC’s efforts in other businesses aside from energy and
power, including toll road construction industrial park and real estate development, and electronics manufacturing. Mr. Lopez has a
Master’s degree in Public Administration from the Littauer School of Public Administration in Harvard University in 1955, where he
also earned his Bachelor of Arts degree, cum laude in 1951.
Paul A. Aquino, 66
Mr. Aquino, Filipino, the Company’s Vice Chairman since July 2009 and CEO since February 2004, is an electrical engineer by
profession and holds a Master’s degree in Business Administration. He has been a Director of the Company since 2001 and also a
Director of the First Gen Hydro Power Corporation since 2008. He previously served as president to various companies, including
Dynamic Computer Services from 1971 to 1996, Corinthian Securities from 1973-1997, and Management Dynamics from 1970-1996.
Mr. Aquino was also a consultant for Sycip, Gorres & Velayo from 1967 to 1969. He also serves as an Honorary Consul of the
Republic of Malta since 1989.
Peter D. Garrucho, Jr., 65
Mr. Garrucho, Filipino, is a Director of the Company since November 2007. He also sits in the boards of First Gen since 1998, FPHC
since 1994, First Private Power Corporation (FPPC) since 1995, First Gen Luzon Power Corp. (FGLuzon) since 2002, FG Bukidnon
Power Corp. since 2005, First Gen Renewables, Inc. (FGRI) since 2001, First Gen Geothermal Power Corp. since 2006, First Gen
Hydro Power Corporation since 2006, First Gen Visayas Hydro Power Corp. since 2006, First Gen Mindanao Hydro Power Corp. since
2006, First Gen Energy Solutions, Inc. since 2006, First Gen Northern Energy Corp. since 2007, First Gen Premiere Energy Corp.
since 2007, Red Vulcan Holdings Corp. since 2007, Prime Terracota Holdings Corp. since 2007, First Gen Visayas Energy Inc. since
2007, First Gen Prime Energy Corp. since 2007, First Gas Holdings Corporation (FGHC) since 1996, First Gas Power Corporation
(FGPC) since 1996, FGP Corp. since 1997, Allied Gen Power Corp. (AlliedGen) since 2005, First NatGas Power Corporation (FNPC)
since 2005, FGLand Corp. since 1999 and First Gas Pipeline Corp. (FGPipeline) since 1996.He served in the government as Secretary
of the Department of Tourism and the Department of Trade & Industry during the administration of President Corazon C. Aquino.
He was also Executive Secretary and Presidential Adviser on Energy Affairs under President Fidel V. Ramos. Mr. Garrucho earned his
AB-BSBA degree from the De La Salle University in 1966 and his Master of Business Administration from Stanford University in
1971.
Federico R. Lopez, 48
Mr. Lopez, Filipino, has been a Director of the Company since November 2007. He has been President and CEO of First Gen and
Managing Director for Energy of FPHC since 2008. He has been a member of the boards of FPHC since 2008, ABS-CBN Broadcasting
Corporation since 1999, First Private Power Corp. and Bauang Private Power Corp. since 1999. He also serves as director, President
and CEO of FGLuzon, FG Bukidnon Power Corp.; as director of First Gen Hydro Power Corp. since 2006 and as President and CEO
since 2008; as director of First Gen Geothermal Power Corp. since 2006 and as President and CEO since 2008; as director of First
Gen Visayas Hydro Power Corp. since 2006 and as President and CEO since 2008; as director of First Gen Mindanao Hydro Power
Corp. since 2006 and as President and CEO since 2008; as director of First Gen Energy Solutions, Inc. since 2006 and as President
and CEO since 2008; as director of First Gen Northern Energy Corp. since 2006 and as President and CEO since 2008; as director of
First Gen Premiere Energy Corp. since 2007 and as President and CEO since 2008; as director of Red Vulcan since 2007 and as
President and CEO since 2008; as director, President and CEO of Prime Terracota since 2008; as director of First Gen Visayas
Energy Inc. since 2007 and as President and CEO since 2008; as director of First Gen Prime Energy Corp. since 2007 and as
President and CEO since 2008; as director since 2004 and as President and CEO of FGHC since 2008; as director of FGPC since 1994
and as President and CEO since 2008; as director of FGP since 2004 and as President and CEO since 2008; as director of AlliedGen
since 2005 and as President and CEO since 2008; as director of Unified Holdings Corp. since 1999 and as President and CEO since
2008; as director of FNPC since 2005 and as President and CEO since 2008; as director of FGLand since 2006 and as President and
CEO since 2008; and as director of FG Pipeline from 1996 to 1997. He is also President of First Philippine Conservation, Inc. Mr.
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Lopez is a graduate of the University of Pennsylvania with a Bachelor of Arts degree in Economics and International Relations, cum
laude (1983).
Richard B. Tantoco, 43
Mr. Tantoco, Filipino, is a Director of the Company since November 2007. He was elected President and Chief Operating Officer of
the Company on July 20, 2009. He is also Executive Vice President and Chief Operating Officer of First Gen since 2008, FGLuzon
since 2008, FG Bukidnon since 2008, FGHPC since 2006, First Gen Geothermal Power Corp. since 2008, First Gen Visayas Hydro
Power Corp. since 2008, First Gen Mindanao Hydro Power Corp. since 2008, First Gen Energy Solutions, Inc. since 2008, First Gen
Northern Energy Corp. since 2008, First Gen Premiere Energy Corp. since 2008, Red Vulcan since 2008, Prime Terracota since 2008,
First Gen Visayas Energy Inc. since 2008, First Gen Prime Energy Corp. since 2008, FGHC since 2007, FGPC since 2005, FGP since
2005, AlliedGen since 2008, Unified Holdings Corp. since 2008, FNPC since 2008, FGLand since 2008, and FGPipeline since 2008. He
is also Senior Vice President of FPHC since 2007. Mr. Tantoco worked previously with management consulting firm Booz, Allen and
Hamilton, Inc. in New York and London from 1992-1995. He received an MBA in Finance from the Wharton School, University of
Pennsylvania in 1993 and a Bachelor of Science degree in Business Management from the Ateneo de Manila University where he
graduated with honors in 1988.
Francis Giles B. Puno, 45
Mr. Puno, Filipino, is a Director of the Company since November 2007. He has been Executive Vice President and Chief Financial
Officer (CFO) of First Gen since 2008 and First Gas since 2005, and CFO of FPHC since 2007. He sits in the boards of FGLuzon since
2005, FG Bukidnon since 2002, FGHPC since 2005, First Gen Geothermal Power Corp. since 2005, First Gen Visayas Hydro Power
Corp. since 2005, First Gen Mindanao Hydro Power Corp. since 2005, First Gen Energy Solutions, Inc. since 2005, First Gen
Northern Energy Corp. since 2005, Red Vulcan since 2007, Prime Terracota since 2007, FGHC since 2005, FGPC since 2005, FGP
since 2005, AlliedGen since 2005, FNPC since 2005, FGLand since 2005, and FGPipeline since 2005, First Gen Renewables, Inc.
since 2005, FPPC since 2006, and Bauang Private Power Corp. since 2006, and a Senior Vice President of FPHC since 2007. He
worked previously with the Global Power and Environmental Group of The Chase Manhattan Bank based in Singapore. Mr. Puno has
received a Master of Management degree from the Kellogg Graduate School of Management of Northwestern University in 1990 and
a Bachelor of Science degree in Business Management from the Ateneo de Manila University in 1985.
Ernesto B. Pantangco, 59
Mr. Pantangco, Filipino, has been a Director of the Company since November 2007. He was elected Executive Vice President of the
Company on May 21, 2008. He has been a Senior Vice President of First Gen since 2003, and President and CEO of FPPC and BPPC
since 2008. He also sits in the boards of FGLuzon since 2002, FG Bukidnon since 2002, FGHPC since 2002, First Gen Geothermal
Power Corp. since 2002, First Gen Visayas Hydro Power Corp. since 2002, First Gen Mindanao Hydro Power Corp. since 2002, and
First Gen Northern Energy Corp since 2002. He has been Senior Vice President of FGLuzon since 2005, FGHPC since 2003, First Gen
Geothermal Power Corp. since 2003, First Gen Visayas Hydro Power Corp. since 2003, First Gen Mindanao Hydro Power Corp. since
2003, First Gen Northern Energy Corp. since 2003 and Red Vulcan since 2007. He is also President of the Philippine Independent
Power Producers Association (PIPPA) since its inception in 2002. Mr. Pantangco received his Bachelor of Science in Mechanical
Engineering degree from the De La Salle University in 1973 and Master of Business Administration degree from the Asian Institute
of Management, dean’s list, in 1976. He is a registered mechanical engineer and placed 6th in the 1973 board exams.
Jonathan C. Russell, 45
Mr. Russell, British, is a Director of the Company since November 2007. He is a member of the Management and Executive
Committees of the Company and of First Gen, being responsible for the development of power related projects, both Greenfield and
acquisition. He was previously Vice President of Generation Ventures Associates (GVA) from 1994-1998, an international developer
of independent power projects based in Boston, USA from 1994 to 1998, responsible for the development of 1,720 MW of IPP
projects in Asia. Prior to joining GVA, he worked for BG plc based in London and Boston, responsible for the development of power
and natural gas distribution projects. Mr. Russell received a Master of Business Administration degree with Distinction in
International Business & Export Management from the City University Business School, London, England in 1989 and a Bachelor of
Science with Honours in Chemical & Administrative Sciences from the City University, London, England in 1987.
Vicente S. Perez, Jr., 51
Mr. Perez, Filipino, is an Independent Director of the Company since June 2007. He is a non-executive director of Nido Petroleum
(ASX) since 2006 , an independent director of SM Investments since 2005, a non-executive director of ST Telemedia (a Temasek
company) since 2006, and Asian Mobile Holdings (a joint venture between ST Telemedia and Qatar Tel) since 2007. He is also a
non-executive director of Northwind Power, the first commercial wind farm in Southeast Asia, since 2006. He was a former director
of Del Monte Pacific from 1999 to 2001, Philippine Discovery Fund, and Philippine National Bank from 2005 to 2006. He previously
served as Secretary of the Department of Energy from June 2001 to March 2005, and Undersecretary for Industry and Investments
at the Department of Trade and Industry. Prior to 2001, Mr. Perez had 17 years experience in investment banking and pursued a
banking career overseas from 1983 to 1997. At 35, he became the first Asian General Partner at Lazard Freres in New York. A keen
advocate of renewable energy, he chaired the Philippine Sinag solar car project and taught an MBA class on renewable energy at
Yale University. He is currently Chairman of WWF Philippines. Mr. Perez holds a Bachelors degree in Business Economics from the
University of the Philippines and an MBA from Wharton School, University of Pennsylvania (1983).
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Cesar V. Purisima, 49
Mr. Purisima, Filipino, is an Independent Director of the Company since 2009. He is currently Chairman of the Executive Committee
of Prople BPO, Inc. and Ciba Capital, Inc since 2006. He also sits on the boards of LIM Asia Special Situations Master Fund Limited
and Benguet Corp. since 2008 and is a member of the Board of Trustees of De la Salle University since 2007. He served in the
government as Secretary of the Department of Trade and Industry from January 2004 to January 2005 and Secretary of the
Department of Finance from February to July 2005. He has extensive work experience at SGV & Co., the country’s largest
professional services firm, as Vice Chairman and Deputy Managing Partner from 1994-1999 and later as Chairman and Managing
Partner from 1999-2003. He has various memberships in several business organizations including the Board of Trustees of the
Makati Business Club, Board of Governors of the Management Association of the Philippines, Philippine Institute of Public
Accountants, Philippine-France Business Council and Philippine-Thailand Business Council, among others. Mr. Purisima obtained his
Bachelor of Science in Commerce, Majors in Accounting & Financial Institutions from De la Salle University in 1979 and his MBA
from the Northwestern University in Chicago, Illinois in 1983. In 1979, he was among the top placers in the Philippine Board
Examinations for Certified Public Accountants.
Francis G. Estrada, 60
Mr. Estrada, Filipino, is an Independent Director of the Company since January 2008. He served as the President and CEO of
Odyssey Capital Ventures from September 2005 until its dissolution in October 2008. He is a Triple A awardee and is the first
alumnus to serve as president of AIM. He also sits in the boards of Rizal Commercial Banking Corp. and Philamlife Corp since 2006.
For over 32 years (22 years outside the Philippines), he has been a prominent international investment banker, financial adviser and
financial entrepreneur, specializing in Asia-related financial operations. He has established a number of Asia-related financial
institutions and commercial enterprises within and outside the Asian region, advised on numerous turn-around and cross-border
financial transactions, and served on the board of over 30 private and public companies based in Asia, USA, Australia and Spain. Mr.
Estrada graduated “With Distinction” from AIM with a Master in Business Management in 1973 and completed the Advanced
Management Program at the Harvard Business School in 1989. He obtained his Bachelor of Science in Business Administration and
Bachelor of Arts degrees from the De La Salle University in 1971.

KEY EXECUTIVE OFFICERS

The Company’s management is responsible for the Company’s day-to-day operations. More specifically, the management is
responsible for the implementation and execution of projects, plans and programs, managing company finances including
disbursements and payments, and approval of transactions within the limits of its authority.
As of September 30, 2009, the Company employed the following key executive officers:
Agnes C. de Jesus, 55 - Senior Vice President for Environmental and External Relations
Ms. de Jesus, Filipino, joined the Company in 1980 and has held her current position since April 2005. She has had extensive
experience in environmental and watershed management, government relations, policy formulation, community development and
conflict resolution for energy projects. She was the environmental editor of Geothermics (International Journal on Geothermal
Research and its Applications) from 1996 to 2004. She is also a member of the Board of Consultants of the Kenya Geothermal
Program from 1993 to present and is an accredited Environmental Assessment Expert of the DENR from 1997 to present. She was
the head of the Company’s Environmental Management Division prior to her current position. Ms. De Jesus obtained Bachelor’s and
Master’s degrees in Botany from the University of the Philippines in Diliman and completed the Management Development Program
from Asian Institute of Management (1996).
Anthony M. Mabasa, 50 - Senior Vice President, Office of the President
Mr. Mabasa, Filipino was appointed by the Board in June 2009. Concurrent to his appointment in the Company, he works as Vice
President for First Philippine Holdings and serves as member of the board at First Balfour, Inc. since 2007. He also served as
member of the board or as key executive officer to various companies including, First Electrodynamic Corp. from 1996 to 2007, First
Philippine Industrial, Inc. from 1999 to 2004, Engineering & Construction Corp. of Asia from 1994 to 1999 and Philippine Electric
Corp. from 1996 to 1998. He has extensive experience in general management with particular strengths in financial rehabilitation,
corporate start-ups, restructuring and turnarounds. He also has significant exposure to financial planning, treasury operations,
project management, quality, safety and environmental management systems. He obtained a Master’s in Business Administration at
the University of the Philippines (1995). He graduated with a Bachelor’s Degree in Commerce – Management of Financial
Institutions from the De La Salle University (1979).
Regina Pia B. Go, 44 - Senior Vice President and Chief Financial Adviser
Ms. Go, Filipino, was appointed by the Board in June 2009. Concurrent to her appointment in the Company, she also serves as Chief
Operating Officer for Bauang Private Power Corp. (BPPC) under First Gen Corp since January 2008. She has worked in various key
positions at First Gen Corp. and other companies including Amtrust Financial Consultants, Inc. and Amtrust Management, Inc. from
1988-1993 and CFC/URC Group of Companies from 1986-1988. Ms. Go obtained an Executive Master’s in Business Administration
with Academic Excellence honors at the Asian Institute of Management (2002). She graduated with a Bachelors Degree in
Management from the Ateneo de Manila (1985).
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Marcelino M. Tongco, 55 - Vice President for Steam Field Operations
Mr. Tongco, Filipino, has been with the Company since 1979 and has held his current position since April 2005. He previously
served as General Manager of Operations, Manager for Engineering and Construction from 1988 to 1991 and Manager for Project
Development from 1991 to 1994. Mr. Tongco graduated with a Bachelor’s of Science in Civil Engineering from the University of
Santo Tomas and has pursued master’s studies in Civil Engineering at the University of the Philippines in Diliman. He also completed
the Management Development Program of AIM (1997) and obtained a Master’s Certificate in Project Management from George
Washington University (1997).
Manuel S. Ogena, 53 - Vice President for Technical Services
Mr. Ogena, Filipino, joined the Company in 1979 and has held his current position since December 2005. He joined the Company as
a Geologist and was appointed Supervisor under the Geoscientific department in 1985. He became Department Manager in 1994 in
the Exploration Department and then the Geoscientific Department in 2003. He has been a member of the board of directors of the
International Geothermal Association since May 2006. Mr. Ogena graduated with a BS Geology degree from the University of the
Philippines in Diliman and an MS Mechanical Engineering degree from the University of Auckland in New Zealand. He is also a
graduate of the Management Development Program from Asian Institute of Management and earned his Master’s Certificate in
Project Management from George Washington University (1995).
Danilo C. Catigtig, 53 - Vice President for Power Generation
Mr. Catigtig, Filipino, has been with the Company since February 1980 and has held his current position since January 2006. He has
performed various activities such as well testing, reservoir engineering and maintenance at Southern Negros Geothermal Project
(SNGPF) and Bacman Geothermal Production Field (BGPF). He became the first production manager of SNGPF. Then, he became
Resident Manager of the Mt. Apo Geothermal Production Field, Northern Negros Geothermal Project and SNGPF prior to his
appointment as General Manager for Field Operations II in January 2006. Mr. Catigtig graduated with a B.S. in Mechanical
Engineering from Silliman University in 1979 and obtained a Bachelor of Laws degree in 1992. He undertook geothermal technology
training in 1983at the United Nations University, Reykjavik, Iceland, earned his Master’s Certificate in Project Management from
George Washington University in 1995 and completed the Management Development Program from Asian Institute of Management
in 1999.
Fenina O.T. Rodriguez5, 54 – Vice President and Chief Financial Officer/Treasurer
Ms. Rodriguez, Filipino, joined the Company in September 1992. She was appointed CFO in October 2007. She is the Treasurer and
concurrent head of Finance Division. Prior to her employment in the Company, she held various positions in Petron Corporation
from 1976 to 1992. A certified public accountant, Ms. Rodriguez is a graduate of B.S. Business Administration, magna cum laude
and with university honors, from the Silliman University. She completed the Management Development Program from Asian
Institute of Management in 1996.
Glenn I. Funk, 46 – Vice President for Supply Chain Management
Mr. Funk, Filipino, was appointed by the Board in August 2008. He is also the Vice President for Supply Chain Management of First
Gen. Prior to his appointment in the Company, he worked as Global Optimization Manager of Chevron Products, Inc. USA from 2005
to 2008, and Regional Procurement Transformation Manager for Asia Pacific and Africa of Chevron (Caltex) Philippines, Inc. from
2002 to 2004. He has a total of 19 years professional experience in Supply Chain and Procurement Management covering diverse
global industries such as garment, pharmaceutical, electronics, semi-conductor and oil & gas multi-national companies. Mr. Funk
has extensive professional training in Supply Chain Management in USA and UK. He obtained an Advanced Certificate in Supply
Chain Management at the Arizona State University, USA in 2007. He also completed the Supply Chain Management Course at the
Robert Gordon University, UK in 2007, and Category and Value Chain Management in Chevron Texaco Training, USA in 2006. He
graduated with an A. B. History Political Science degree from the De La Salle University in 1983.
Roberto V. San Jose, 68 - Corporate Secretary
Atty. San Jose, Filipino, was appointed by the Board in January 2007. He is a Partner of the Castillo Laman Tan Pantaleon & San
Jose Law Firm since 1995. Atty. San Jose graduated summa cum laude at the De La Salle University for his A. B. degree in 1962,
and then magna cum laude and Class Valedictorian at the U. P. College of Law in 1966. Thereafter, he placed 1st in the 1966 Bar
Examinations. His expertise lies in the fields of business and corporate law, securities, real property and natural resources. He was
admitted to the Philippine Bar in 1967.

5

The Board of Directors, in its meeting on September 22, 2009, accepted the retirement of F.O.T. Rodriguez effective October 15,
2009. R.P.B. Go will thereafter assume the position of CFO and Treasurer
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Ana Maria A. Katigbak-Lim, 41 − Assistant Corporate Secretary
Atty. Katigbak-Lim, Filipino, has been with the Company since January 2007. She graduated cum laude from the University of the
Philippines with an A.B. degree. She is a 1994 graduate of the University of the Philippines College of Law and is a member of the
Phi Kappa Phi international honor society. Her practice areas are corporate law, securities and litigation. She was admitted to the
Philippine Bar in 1995.
Michael R. Rodriguez, 59 − Senior Manager, Internal Audit
Mr. Rodriguez, Filipino, has been with the Company since June 1993 and has held his current position as Senior Manager of Internal
Audit since January 2006. He was appointed Senior Manager of Power and Sales in April 2005 and Operations Services in October
2003. He served as Senior Manager of Purchasing and Traffic Division from 1993 to 2003. Prior to his employment in the Company,
he held various positions in purchasing, materials control, and traffic and warehousing in Petron Corporation and other PNOC
subsidiaries. He was also appointed as Director of PNOC - Shipping and Transport Corporation Board from 1998 to 1999. A chemical
engineer, he graduated from Mapua Institute of Technology in 1974. He obtained MBA units at the Ateneo Graduate School of
Business in 1983 and completed the Management Development Program of AIM in 1996.
Francisco A. Palafox, 57 − Compliance Officer
Mr. Palafox, Filipino, has been with the Company since February 1981 and has held his current position since December 2005. Prior
to moving to Field Operations, he was the Senior Manager and Department Manager under the Purchasing and Traffic Division in
2003 and 1993, respectively. In 1991, he was appointed Materials and Control Manager. He held the position of Resident Manager
of the BacMan Geothermal Production Field in 1986 to 1991. He graduated with a B.S. in Civil Engineering from University of Santo
Tomas in Manila in 1975 and is a graduate of the Management Development Program of AIM in 1994. He also earned credit in the
MBA program at the Ateneo Graduate School of Business in Makati City from 1976 to 1978.
Erudito S. Recio, 52 − Investor Relations Manager & Corporate Information Officer
Mr. Recio, Filipino, has been with the Company since 1981. He was appointed Investor Relations Officer on January 2, 2007 but has
performed his current duties since December 2006. He started his career with the Company as a Planning Engineer in 1981 and has
held various posts in the Planning & Control Division. Prior to his current position, Mr. Recio served as Corporate Planning Manager
from 1993 to 2006. He is a graduate of Ateneo de Manila College, with a BS in Management Engineering. He has also completed
the Management Development Program of AIM.

BOARD COMMITTEES

The Board currently has five committees for corporate governance purposes: the Audit and Governance Committee, Risk
Management Committee, Corporate Social Responsibility Committee, Operations Committee and Nomination and Compensation
Committee. Chaired by Mr. Cesar V. Purisima, the Audit and Governance Committee acts in coordination with the Company’s
Internal Audit Department to ensure the Company’s compliance with all Philippine laws and regulations, and company policies and
procedures. The Risk Management Committee, headed by Mr. Francis Giles B. Puno, analyzes, assesses, and manages the
Company’s risks in respect of property, inventory, insurance and other matters. The Nomination and Compensation Committee,
headed by Mr. Francis G. Estrada, handles all personnel compensation matters. The Corporate Social Responsibility Committee,
headed by Federico R. Lopez, handles the Company’s concerns over its corporate social responsibility activities.
The Operations Committee consists of seven Board directors and provides guidance on and monitors the Company’s operations.

SIGNIFICANT EMPLOYEES

The Company has no employee who is not an executive officer but is expected to make a significant contribution to the business.

FAMILY RELATIONSHIPS

Oscar M. Lopez is the father of Federico R. Lopez; Ernesto B. Pantangco is the cousin-in-law of Oscar M. Lopez; and the wives of
Federico R. Lopez and Francis Giles B. Puno are sisters.

INVOLVEMENT

IN

LEGAL PROCEEDINGS

The Company is not aware of any of the following events having occurred during the past five years up to the date of this
Prospectus that are material to an evaluation of the ability or integrity of any director, nominee for election as Director, executive
officer, or controlling person of the Company:
1. any bankruptcy petition filed by or against any business of which such person was a general partner or executive officer
either at the time of the bankruptcy or within two years prior to that time;
2. any conviction by final judgment, including the nature of the offence, in a criminal proceeding, domestic or foreign, or
being subject to a pending criminal proceeding, domestic or foreign, excluding traffic violations and other minor offences;
3. being subject to any order, judgment or decree, not subsequently reversed, suspended or vacated, of any court of
competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring, suspending or otherwise
limiting his involvement in any type of business, securities, commodities or banking activities; and
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4.

being found by a domestic or foreign court of competent jurisdiction (in a civil action), the SEC or comparable foreign
body, or a domestic or foreign exchange or other organized trading market or self-regulatory organization, to have
violated a securities or commodities law or regulation, and the judgment has not been reversed, suspended or vacated.

COMPENSATION
The executive officers of the Company are as follows:
Officer

Position

Paul A. Aquino1
Richard B. Tantoco2
Ernesto B. Pantangco
Agnes C. de Jesus
Danilo C. Catigtig
Marcelino M. Tongco
Manuel S. Ogena
Fenina O. T. Rodriguez3
Mario L. Taguines4
Michael A. Medado4

Vice Chairman & CEO
President & COO
Executive Vice President
Senior Vice President – Environment & External Relations
Vice President for Power Generation Sector
Vice President for Steam Field Operations Sector
Vice President for Technical Services Sector
Vice President and CFO/Treasurer
Vice President for the Drilling Sector
Vice President for the Administration Sector

Notes:
1

President and CEO until July 2009

2
Since July 2009
3
Retirement effective October 2009
4

Retired in July 2009

Aggregate annual compensation paid to senior officers of the Company as a group unnamed is as follows:
Period (in PHP)
Year ended 31 December 2009 (estimate)
Year ended 31 December 2008
Year ended 31 December 2007

Salary
29,953,000
32,383,400
16,614,820

Bonus
7,572,000
8,245,107
1,541,600

Others
4,573,526
4,813,609
4,220,300

Total
42,098,526
45,442,116
22,376,720

Others
-

Total
20,834,148
30,605,774
8,701,500

Aggregate annual compensation paid to EDC’s directors and other officers is as follows:
Period (in PHP)
Year ended 31 December 2009 (estimate)
Year ended 31 December 2008
Year ended 31 December 2007

Salary
11,789,333
10,357,774
8,701,500

Bonus
9,044,815
20,248,000
-

By resolution of the Board of Directors, each director shall receive a reasonable per diem allowance for his attendance at each
Board meeting. The Company intends to provide each director with a reasonable per diem of PHP10,000 and PHP6,000 for each
Board and Board Committee meeting, respectively, attended by such director. Other than these per diem amounts, each director
also receives a director’s fee of PHP50,000 a month.

OTHER ARRANGEMENTS

There are no other arrangements pursuant to which the directors of the Company are compensated, or are to be compensated,
directly or indirectly, by the Company for services rendered by such directors as of the date of this Prospectus.

EMPLOYMENT CONTRACTS AND TERMINATION OF EMPLOYMENT AND CHANGE IN CONTROL

There are no employment contracts between the Company and its executive officers. There is no compensatory plan nor
arrangement with respect to an executive officer which results in, or will result from, the resignation, retirement, or any other
termination of such executive officer’s employment with the Company, or from a change-in-control of the Company, or a change in
an executive officer’s responsibilities following a change-in-control of the Company.

WARRANTS AND OPTIONS OUTSTANDING

As of the date of this Prospectus, there are no outstanding warrants or options held by the Company’s president, named executive
officers, and all directors and officers, as a group.
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN RECORD
AND BENEFICIAL OWNERS
As of September 30, 2009, the following are the owners of the Company’s common stock in excess of 5% of total outstanding
shares:

Type of Class
Common

Preferred

Common

Common

Name, address of Record
Owner and Relationship with
Company
Red Vulcan Holdings Corporation
3rd Floor Benpres Bldg.,
Exchange Road cor. Meralco Ave.,
Pasig City
Major Stockholder

Name of Beneficial
Owner & Relationship
with Record Owner
Beneficial Owner - First Gen
Corporation*

Citizenship
Filipino

Oscar M. Lopez, Federico R.
Lopez, Richard B. Tantoco,
and Paul A. Aquino have
been authorized by the
Board to vote the shares
during the June 30, 2009
stockholders' meeting.

No. of Shares Held
6,000,000,000

Percent
of Class
40.25%

7,500,000,000

100.00%

PCD Nominee Corporation
(Foreign)**

Beneficial Owner of more
than 5% - International
Finance Corporation
(744,800,000 common
shares – 4.996%)

Foreign

5,927,133,228

39.76%

PCD Nominee Corporation
(Filipino)**

There are no beneficial
owners of more than 5% of
the outstanding shares.

Filipino

2,884,141,263

19.35%

* Based on economic interest
** PCD Nominee Corporation, a wholly owned subsidiary of Philippine Central Depository, Inc. (PCD), is the registered owner of the shares in the books of the Company’s
transfer agent in the Philippines. The beneficial owners of such shares are PCD’s participants, who hold the shares on their behalf or in behalf of their clients. PCD is a
private company organized by the major institutions actively participating in the Philippines capital market to implement an automated book-entry system of handling
securities transactions in the Philippines.

Page | 128

SUBSTANTIAL SHAREHOLDERS’ AND DIRECTORS’ INTERESTS
The table below sets forth certain information as at September 30, 2009 with respect to the registered ownership of the Company’s
outstanding common shares by (i) each person known by the Company to own more than 10% of the outstanding common shares
and (ii) each of the Company’s Directors and executive officers:
Title of Class

DIRECTORS
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common

Name of Beneficial Owner
Oscar M. Lopez
Paul A. Aquino
Peter D. Garrucho, Jr.
Federico R. Lopez
Richard B. Tantoco
Francis Giles B. Puno
Ernesto B. Pantangco
Jonathan C. Russell
Vicente S. Perez, Jr.
Cesar V. Purisima
Francis G. Estrada

KEY EXECUTIVE OFFICERS
Common
Common
Common
Common

Agnes C. De Jesus
Regina Pia B. Go
Anthony M. Mabasa
Marcelino M. Tongco

Common

Manuel S. Ogena

Common
Common
Common
Common
Common

Danilo C. Catigtig
Fenina O. T. Rodriguez
Glenn I. Funk
Roberto V. San Jose
Ana Maria A. Katigbak-Lim

Common

Francisco A. Palafox

Common
Common

Michael R. Rodriguez
Erudito S. Recio

Amount of
Shares

Nature of
Ownership

Citizenship

10,001
100,001
5,336,000
3,186,001
900,001
794,001
30,001
2,011,001
10,001
1
1

Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct

Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
British
Filipino
Filipino
Filipino

0.000%
0.001%
0.036%
0.021%
0.006%
0.005%
0.000%
0.014%
0.000%
0.000%
0.000%

100,000
0
240,000
150,000
549,001
172,500
50,000
500,000
0
1,000,000
0

Direct
Direct
Direct
Direct
Indirect
Direct
Direct
Direct
-

Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino

0.001%
0.000%
0.002%
0.001%
0.004%
0.001%
0.000%
0.003%
0.000%
0.007%
0.000%

1
40,000
20,000

Direct
Direct
Indirect

193,000

Direct

Filipino

Filipino
Filipino
Filipino

Percent of
Class

0.001%

0.000%
0.000%
0.000%

As of September 30, 2009, the total number of shares owned by the Directors and key executive officers is 15,391,512 or 0.1033%
of total outstanding common shares.

VOTING TRUST HOLDERS

OF

5%

OR

MORE

There are no persons holding more than 5% of a class of shares under a voting trust or any similar agreements.

CHANGES

IN

CONTROL

No change of control in the Company has occurred since the beginning of its last fiscal year. The Company is not aware of any
existing arrangement which may result in a change in control of the Company.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Parties are considered to be related if one party has the ability, directly or indirectly, to control 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.
All transactions with related parties were entered into after arm's-length negotiations. EDC’s policy with respect to related party
transactions is to ensure that these transactions are entered into on terms comparable to those available from unrelated third
parties.
The following are the transactions that the Company had with related parties for the period ended September 30, 2009 and 2008.
a.

First Balfour, Inc. (First Balfour)
Following a competitive bidding process in 2008, the Company awarded to First Balfour a procurement contract amounting to
PHP360.0 million for various civil, structural, mechanical and piping works for the Leyte Geothermal Production Field. The
Company paid PHP54.0 million in 2008 as 15% advance payment for the steam augmentation project in Leyte which will be
recouped from the progress billings.
As of September 30, 2009, the outstanding advance payment of PHP5.2 million was reclassified from “Other current assets”
account to “Due from related parties” account while the 10% retention of progress billings was recorded under “Trade and
other payables” account with an outstanding balance of PHP31.8 million.
First Balfour is a wholly-owned subsidiary of First Holdings.

b.

First Gen
First Gen provides financial consultancy, business development and other related services to the Company under a consultancy
agreement beginning September 1, 2008. Such agreement is for a period of three years up to August 31, 2011. Under the
terms of the agreement, billings for consultancy services shall be PHP8.70 million per month plus applicable taxes. Total
consultancy services paid by the Company to First Gen as of September 30, 2009, amounted to PHP120.1 million.
In October 2008, a Share Purchase and Investment Agreement was executed among EDC, First Gen and FG Hydro whereby,
on November 17, 2008, EDC invested in and acquired a total of 350,569,165 common shares of FG Hydro for a total
consideration of PHP5,543.0 million. The said shares represent 60% of the issued and outstanding common stock of FG Hydro.
First Gen is also entitled to additional payments upon meeting certain earnings hurdles, as stated in the said agreement and
the supplement executed on October 20, 2008.
FG Hydro availed of unsecured, interest bearing and US dollar-denominated cash advances from First Gen amounting to
USD2.0 million (PHP95.2 million). Said advances are due and demandable and bear interest of 5.29%. The outstanding
balance as of September 30, 2009 included in the “Due to related parties” account amounted to PHP170.2 million (USD3.6
million).

c.

Various Affiliates
In the ordinary course of business the Company avails of or grants advances from/to its affiliates for working capital
requirements. Such advances are unsecured, payable/collectible within 12 months and are non-interest bearing.

d.

IFC
EDC entered into a loan agreement with the IFC, a shareholder of the Company, on November 27, 2008 for $100 million or its
peso equivalent of PHP4.1 billion. IFC has approximately 5% ownership interest in EDC. On January 7, 2009, EDC opted to
draw the loan in peso and received the proceeds amounting to PHP4,048.75 million, net of PHP51.25 million front-end fee.
The loan is payable in 24 equal semi-annual installments after a three-year grace period at an interest rate of 7.4% per annum
for the first five years subject to repricing for another 5 to 10 years. Under the loan agreement, the Company is restricted
from creating liens and is subject to certain financial covenants.
As of September 30, 2009, the Company is in compliance with the loan covenants of IFC except for the prohibition in issuing
any guarantee by the Parent Company and the financial debt to earnings before income tax, depreciation and amortization
(EBITDA) ratio for which it has obtained a waiver.
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Following are the amounts of transactions for the periods ended September 30, 2009 and 2008 and outstanding balances as of
September 30, 2009 and 2008 and December 31, 2008:
Transaction for the nine-month period
ended September 30
Related Party

Nature of Transaction

September
30, 2009

Net amount Due from (to)
Related Parties
December
31, 2008

2009

2008

PHP74,205,882

PHP11,463,530

–

(PHP45,854,118)

September
30, 2008

Related party transactions of EDC with:

First Gen

Consultancy fee

2,553,186

–

86,472

–

–

Acquisition of FG Hydro

–

–

–

–

(4,114,597,818)

Directors liability insurance

–

1,358,947

–

(1,358,947)

–

309,264,417

–

5,227,538

–

–

PHP5,314,010

(PHP47,213,065)

(PHP4,126,061,348)

Interest-free advances

First Balfour, Inc.

(PHP11,463,530)

Steam augmentation contract
in Leyte

Related party transactions of FG Hydro with:

First Gen
Bauang Private
Power Corporation
First Gas Holdings Corporation
First Gas Power Corporation
FGP Corporation

Interest-bearing advances
Interest-free advances
Interest-free
Interest-free
Interest-free
Interest-free

advances
advances
advances
advances

PHP106,751,502
–

PHP219,414
9,142,481

(PHP170,227,352)
–

(PHP63,475,096)
–

(PHP2,924,180)
–

39,011
370,350
41,979
–

44,021
329,438
497,397
8,823

(189,297)
(452,650)
(41,979)
–
PHP170,911,278

(150,286)
(82,300)
–
–
PHP63,707,682

(44,021)
(329,438)
(536,205)
(15,832)
PHP3,849,676

Bauang Private Power Corporation is a subsidiary of First Private Power Corporation, an associate of First Gen. First Gas Holdings
Corporation, First Gas Power Corporation and FGP Corporation are wholly owned subsidiaries of First Gen.
Receivables from directors and officers were not included in the "Due from related parties" account but were recorded in the "Trade
and other receivables" account with an outstanding balace of PHP34.5 million and PHP30.1 million as of September 30, 2009 and
December 31, 2008, respectively.
The table below shows the amounts of transactions between the EDC and its subsidiaries for the periods ended September 30,
2009 and 2008 and balances of such transactions which were outstanding in the books of EDC.
Transaction for the nine-month
period ended September 30

Due from Related Parties
September 30,
December 31,
September 30,
Related Party
Nature of Transaction
2009
2008
2009
2008
2008
FG Hydro
Interest-bearing advances
PHP165,331,343
– PHP260,807,302 PHP95,475,959
–
FLGEC
Interest-free advances
64,217
–
64,217
–
–
=
P 260,871,519
=
P 95,475,959
–
Note: As a result of the consolidation of the financial statements of EDC and its subsidiaries, the above transactions were eliminated in the
consolidated financial statements as of September 30, 2009 and 2008 and December 31, 2008

There were no guarantees provided or received for any related party. The Company has not recognized any impairment loss on
receivables from related parties as of September 30, 2009 and 2008 and December 31, 2008.
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CORPORATE GOVERNANCE
EDC, being a publicly listed company, must comply with the laws and regulations of both the SEC and the PSE. Beyond compliance,
the company is now moving to a higher notch of performance by adopting established corporate governance practices. Corporate
governance is not only for the Board of Directors and top management, it is also a matter for everyone else in the corporation.
The adoption of the Corporate Governance Manual by the Company is made in compliance with the mandate by the Securities
Regulation Code and other laws and issuances on Corporate Governance. As stipulated therein, “The Board of Directors, officers,
executives, and employees of EDC hereby commit themselves to the principles of sound corporate governance provided in the
Manual and acknowledge that the same shall serve as a guide in the attainment of the Company’s corporate goals.”
There has been no deviation from the Manual since its adoption. In the certification submitted to SEC on January 7, 2009, the
Company’s compliance officer, Francisco A. Palafox, stated that EDC adopted in the Corporate Governance Manual the leading
practices and principles on good corporate governance and has fully complied with all the requirements in the Manual for the year
2008, including the requirements in relation to the Board of Directors, board committees, officers, and stockholders rights and
interests. As of the date of this Prospectus, EDC has no immediate plans to amend its Manual.
As EDC grows bigger and more competitive as a private corporation, sound corporate governance in accordance with the
Philippines’ best practices, plays a critical role in the Company’s mission to create value for its businesses and stakeholders and to
contribute to the overall development of the communities it serves.
As the Company grows more into its private corporate culture, corporate governance will serve as a guide beyond compliance with
the laws and their implementing rules and regulations. To this end, good governance in the company is assured in practice and in
day-today action only if there is a governance culture that is promoted and practiced at all levels and sectors of the corporation.
After all, it is the practiced and observed culture that ensures corresponding compliance and performance.
EDC’s Board Committees go beyond those required by laws and regulations in order to practice good corporate governance. In
compliance with the legal and best practices requirement, the EDC Board has formed the Audit and Governance Committee,
Nomination and Compensation Committee and the Risk Management Committee.
However, since the Board sees the need to create further committees to assist the Board in its policy-making and oversight
functions, it further created the CSR Committee and Operations Committee to handle the Company’s concerns over its corporate
social responsibility activities and day-to-day operations.
The Board, Officers, Executives and employees of the Company believe that corporate governance is a necessary component of
what constitutes sound strategic business management and will therefore undertake every effort necessary to foster awareness
thereof within the Company as soon as possible.
Included in the Company’s Corporate Governance policies are the following:
•
•
•
•
•

Code of Conduct and Business Ethics
Conflict of Interest Policy
Guidelines on Trading Rules and Restrictions
Fraud Policy
Whistleblower Policy

Though EDC launched the initial public offering of its shares only in 2006, the company has always possessed a reputation for
having sound corporate governance practices. This was affirmed when it obtained a rating of 84% from the 2007 corporate
governance (CG) scorecard to distinguish itself as among the top 20 publicly-listed Philippine corporations that comply with
corporate governance standards. An even higher rating (between 90 to 94 percent) followed in the 2008 CG scorecard. Other
companies that similarly received consistent top ratings are First Gen Corporation, First Philippine Holdings Corporation, Manila
Water Company, Bank of the Philippine Islands, Ayala Corporation and Globe Telecom, to name a few.
Both evaluations were conducted by the Institute of Corporate Directors (ICD) in partnership with the Securities and Exchange
Commission (SEC), Philippine Stock Exchange (PSE), and the Ateneo Law School. The CG scorecard is used to assess the
compliance levels of Philippine corporations according to five internationally acclaimed corporate governance standards namely,
rights of shareholders, equitable treatment of shareholders, role of stakeholders, disclosure and transparency, and board
responsibilities. Said scorecard is also consistent with OECD global principles and best practices in East Asia.
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TAXATION
The following is a discussion of the material Philippine tax consequences of investment in and beneficial ownership of the Bonds to
a holder who purchases Bonds in the Offering (a “Bondholder”). This discussion is based upon laws, regulations, rulings, income
tax conventions (treaties), administrative practices and judicial decisions in effect at the date of this Prospectus. Subsequent
legislative, judicial, or administrative changes or interpretations may be retroactive and could affect the tax consequences to
Bondholders.
The tax treatment of a Bondholder may vary depending upon such Bondholder’s particular situation, and certain Bondholders may
be subject to special rules not discussed below. United States Federal, State, and other foreign (other than Philippine) tax
consequences of the ownership and disposition of the Bonds are not discussed below. This summary does not purport to address
all tax aspects that may be important to a Bondholder.
EACH PROSPECTIVE INVESTOR IS URGED TO CONSULT ITS OWN TAX ADVISOR AS TO THE PARTICULAR TAX CONSEQUENCES OF
THE OWNERSHIP AND DISPOSITION OF THE BONDS, INCLUDING THE APPLICABILITY AND EFFECT OF ANY LOCAL, NATIONAL OR
FOREIGN TAX LAWS

PHILIPPINE 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 foreign 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

Interest income on the Bonds received by individuals who are Philippine residents as well as domestic and resident foreign
corporations shall be subject to a final withholding tax of 20% or such rate as may be provided by law or regulation, which shall be
withheld at the source. Interest income received by non-resident foreign individuals engaged in trade or business in the Philippines
shall be subject to a final withholding tax of 20% while non-resident foreign individuals not engaged in trade or business in the
Philippines shall be subject to a final withholding tax of 25%. Interest income received by non-resident foreign corporations shall
be subject to a final withholding tax of 30%. The tax shall be for the account of the Bondholder. The foregoing rates are subject to
further reduction by any applicable tax treaty.

TAX EXEMPTIONS OR TAX TREATY RATES OF WITHHOLDING

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 Company as being sufficient in form and
substance: (i) certified true copy of the tax exemption certificate, ruling or opinion issued by the Bureau of Internal Revenue
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 Company and Registrar and Paying Agent
of any suspension or revocation of the tax exemption certificates or preferential rate entitlement, and agreeing to indemnify and
hold the Company 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 (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, consularized proof of the Bondholder’s legal domicile in the relevant treaty
state, and confirmation acceptable to the Company that the Bondholder is not doing business in the Philippines, provided further,
that all sums payable by the Company 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.
Bondholders may sell their Bonds any time to persons of similar tax status (i.e. tax-exempt to tax-exempt, taxable to taxable);
otherwise, such Bondholder may sell only on a Coupon Payment Date. A selling or purchasing Bondholder claiming tax-exempt
status is required to submit the following documents to the Company, within three (3) days from settlement date: a written
notification of the sale or purchase, including the tax status of the selling or buying party, and (ii) an indemnity agreement wherein
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the new Bondholder undertakes to indemnify the Company for any tax or change that may later on be assessed from the Company
on account of such transfer.

V A L U E -A D D E D T A X

Gross income arising from the sale of the Bonds in the Philippines by Philippine-registered dealers in securities will be subject to a
12% value-added tax.

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 (5) years or less
Maturity period is more than five (5) years

5%
1%

Net trading gains realized within the taxable year on the sale or disposition of the Notes shall be taxed at 7%.
Provided, however, that 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.

DOCUMENTARY STAMP TAXES

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 on each PHP200.00, or fractional part thereof, of the issue price of such debt
instruments; provided, that for debt instruments with terms of less than one (1) 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 three hundred sixty five (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 will be paid by the Company for its own account.

TAXES ON SALE OR DISPOSITION OF THE BONDS

Under the Tax Code, any gain realized from the sale, exchange or retirement of bonds, 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) will not be subject to income tax. Since the Bonds have a maturity of more than
five years from the date of issuance, any gains realized by a Bondholder from the sale of the Bonds will not be subject to Philippine
income tax.
No documentary stamp tax is due on the secondary trading of the Bonds.

ESTATE OR GIFT TAXES
The transfer of a Bond by way of succession upon the death of a Bondholder will be subject to Philippine estate tax at progressive
rates ranging from 5% to 20% if the net estate of the Bondholder is over PHP200,000.
The transfer of a Bond by gift to an individual who is related to the Bondholder will generally be subject to a Philippine donor’s tax
at progressive rates ranging from 2% to 15% if the net gifts made by the Bondholder during the relevant calendar year exceed
PHP100,000. Gifts to unrelated donees are generally subject to tax at a flat rate of 30%. An unrelated donee is a person who is
not: (i) a brother, sister, (whether by whole or half blood), spouse, ancestor, and lineal descendant, or (ii) relative by consanguinity
in the collateral line within the fourth degree of relationship to the Bondholder.
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The foregoing applies without regard to whether the Bondholder is a non-resident. However, the Philippines will not collect estate
and donor’s taxes on the transfer of the Bonds by gift or succession if the deceased, at the time of death, or the donor at the time
of donation, was a citizen and resident of a foreign country that provides certain reciprocal rights to citizens of the Philippines (a
“Reciprocating Jurisdiction”). For these purposes, a Reciprocating Jurisdiction is a foreign country which at the time of death or
donation: (i) 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 (ii) allowed 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 that foreign country.
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FINANCIAL STATEMENTS
Annex A: Unaudited Interim Condensed Consolidated Financial Statements as at September 30, 2009
and 2008
Annex B: Audited Consolidated Financial Statements as at December 31, 2008 and 2007 and Financial
Statements for the years ended December 31 2007, 2006, and 2005
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ISSUER
Energy Development (EDC) Corporation
ISSUE MANAGER & SOLE BOOKRUNNER
BDO Capital & Investment Corporation
JOINT LEAD UNDERWRITERS
BDO Capital & Investment Corporation
RCBC Capital Corporation
BPI Capital Corporation
SB Capital Corporation
CO-LEAD UNDERWRITER
Land Bank of the Philippines
PARTICIPATING UNDERWRITERS
Multinational Investment Bancorporation
ING Bank N.V., Manila Branch
TRUSTEE
Rizal Commercial Banking Corporation – Trust and Investments Division
REGISTRY & PAYING AGENT
Philippine Depository & Trust Corporation
RECEIVING AGENT
Banco De Oro Unibank, Inc. – Trust and Investments Group
ISSUER’S COUNSEL
Quiason Makalintal Barot Torres Ibarra & Sison
UNDERWRITERS’ COUNSEL
Romulo Mabanta Buenaventura Sayoc & de los Angeles

