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First Gen 2006 net income up 6% at US$92 million 
 

First Gen Corporation (First Gen) reported higher profits in 2006 with net income of 
US$92 million, up by 6% compared to 2005.  The increase was primarily driven by the 
Company’s acquisition of the 112MW Pantabangan/Masiway Hydroelectric Complex 
(Pantabangan/Masiway), the higher dispatch of the gas-fired power plants and 
lower administrative and interest expense. 
 
2006 was pivotal to First Gen as it successfully completed its initial public offering in 
February and then won the bid and subsequently took over the operations of 
Pantabangan/Masiway in November that delivered additional income to the 
company. The Santa Rita power plant resolved its long-standing dispute with Siemens 
due to construction delays. The Santa Rita and the San Lorenzo power plants also 
resolved their disputes with the gas suppliers.  In both cases, the disputes were 
resolved in First Gen’s favor.  
 
“We are pleased with the 2006 financial and operating results.  Our net income is 
slightly higher than last year, but more importantly, it is 28% over budget.  
Pantabangan/Masiway’s operations provided the Company immediate earnings of 
US$6 million.  The gas plants, Santa Rita and San Lorenzo, enjoyed the highest 
dispatch levels among all power plants in the Luzon grid.  The two plants contributed 
US$84 million to the net income attributable to First Gen. Bauang Private Power, 
where we have a 37% effective stake, also continues to do well.  ” First Gen Vice-
Chairman and CEO Peter D. Garrucho, Jr.  said.   
 
First Gen's consolidated revenues rose to US$992 million, up by 20%. The increase was 
primarily due to the contribution of Pantabangan/Masiway’s operations, improved 
dispatch of the gas plants, and higher fuel prices.  Dispatch was significantly higher in 
2006 with Santa Rita and San Lorenzo averaging 81% capacity factor compared to 
77% in 2005. Although fuel is a pass-through risk and does not affect the net income of 
the Company, increase in fuel prices, brought mainly by the surging oil prices in the 
international market, also contributed to the increase in revenues.  
 
Another positive development is the favorable settlement of the dispute with the 
subsidiaries’ gas sellers.  In March 2006, First Gen’s gas operating companies, agreed 
with its gas sellers to a combined US$83 million write-off in gas take-or-pay obligations.  
The remaining gas take-or-pay obligations are pass-through to Meralco, which is 
expected to pay the obligation on a quarterly basis until 2009. To date, US$63.5 million 
of this liability has been serviced. 
 
On the Siemens dispute, in December 2006, a final ruling benefited Santa Rita with 
regard to the arbitration proceedings commenced by Siemens against the project 
company in December 2002.  The outcome of the arbitration was favorable to Santa 
Rita in that the Tribunal ruled that the company was entitled to the $94.2 million 
previously withheld from Siemens in connection with delays to the completion of the 
plant.  In respect of all other claims, counterclaims, interest and costs of the 
arbitration, Siemens made an additional net payment to Santa Rita of $10.5 million, 
and on December 12, 2006 the Tribunal issued its Final Award which finally resolved all 
outstanding matters in the arbitration, and formally concluded the matter.  With the 
final resolution, Santa Rita prepaid debt of US$84 million last February 28, 2007 using 
funds it had previously set aside for the dispute. 
 
Furthermore, Santa Rita obtained a one-year extension on its income tax holiday. 
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Also notable was the decline in First Gen’s consolidated liabilities.  The Company’s 
subsidiaries paid down debt of US$108 million in 2006.  First Gen ended the year with 
reduced debt levels of $724 million, despite new borrowings for 
Pantabangan/Masiway of US$77 million. 
 
“Our balance sheet is stronger than ever after the settlement with the gas sellers and 
Siemens and our continuous debt repayments.  Our cash balances definitely position 
us for growth.  Combined with the Pantabangan/Masiway purchase and our IPO, 
2006 was an exceptionally good  year for First Gen” Garrucho added.   
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