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MR. CHAIRMAN, 

FELLOW SHAREHOLDERS AND EMPLOYEES, 

GOOD AFTERNOON, 

 

The year 2007 brought about mixed results: most of our businesses 

demonstrated strong bottom line growth, as measured by our recurring net 

income.   

 

However, the Group’s total earnings for the year paled in comparison to the 

previous year due to non-recurring income: the listing of First Gen’s shares, 

the favorable Supreme Court decision on Meralco’s tariff unbundling, and 

the higher returns from the sale of our investment in SiRF Technology 

Holdings, Inc.  Thus, net income decreased by 25% compared to the P15.6 

billion reported in 2006.  Net income attributable to equity holders of the 

Parent decreased by 49% compared to the P8.8 billion income for the prior 

year. 

 

Income from operations increased by 9% to P15.2 billion, driven by the 

overall lower costs and expenses.  Foreign exchange gains and other income 



improved by 132% to P2.6 billion.  Our full year results also benefited from 

the prepayment of loans during the first quarter, bringing down finance costs 

by 8% to P6.7 billion.  Our finance income, however, went down by 41% to 

P1.9 billion as we deployed our cash to the reduction of debt and significant 

investments in our core business. 

 

 

Our Business Results 

 

Turning to our businesses: 

 

First Gen recorded another year of record profits.  Net income attributable 

to parent increased 14 % to $104.7 million driven by the continuous growth 

of its natural gas-fired plants, the full year impact of the hydro plant 

acquired in late 2006, and income from the newly-acquired EDC. 

 

Meralco’s recurring earnings significantly improved.  Net income 

attributable to parent for 2007 was at P3.8 billion.  This was higher by 8% 

compared to the P3.5 billion recurring income of 2006.  Meralco’s net 

income of P13.7 billion in 2006 included the write-back of all provisions for 

probable losses booked from 2004 to 2006 amounting to P15.7 billion. 

 

FPII maintained steady growth.  Net income attributable to equity holders of 

the parent was higher by 12% at P1.5 billion, driven by traffic growth and 

foreign exchange gains. 

 

Our other businesses performed better than expected during the year: 



- Our property businesses continued to report double digit growth  

- Our manufacturing businesses significantly improved their 

performance 

- Our construction business, FBI, achieved a profitable position after 

incurring losses in the past 

 

The Company made significant progress on a number of its strategic 

objectives and continued to deliver on its growth strategies.  The Group’s 

portfolio evolved in 2007 with these three key acquisitions and investments: 

 

- First Gen solidified its leadership position finishing the year with 

the acquisition of the controlling stake in PNOC-Energy 

Development Corporation (EDC).  This achievement propels First 

Gen into being the largest vertically-integrated power generation 

play in the country.  

- First Holdings strengthened its ownership interest in Meralco, with 

its acquisitions of the ownership interest of First Philippine Union 

Fenosa, Inc. (FPUFI) and Meralco Pension Fund.  The acquisition 

of the 40% interest of Union Fenosa Internacional, S.A. in FPUFI 

was concluded on January 23, 2008.  The decision to increase our 

stake in Meralco to 33.4% from 17.7% in 2006 stems from our 

optimistic view of Meralco’s more predictable financial 

performance under a new rate setting mechanism.  The 

Performance Based Rate (PBR) setting mechanism embodies a 

new rate fixing scheme, which sets power distribution tariffs 

according to forecasts of operational performance and capital and 

operating expenditures.  PBR addresses the regulatory lag between 



cost incurrence and the corresponding recovery.  PBR also 

employs a penalty-reward mechanism depending on the utility’s 

actual performance. 

- The First Holdings consortium was selected by the BCDA as the 

interim O&M contractor for Subic-Clark-Tarlac Expressway on 

Nov. 6, 2007. 

 

We believe that as a result of these achievements we are better poised to 

deliver stable growth in the long term. 

 

For 2008, our focus will be on exploring various financing facilities to 

support our growth ambitions.  For the first four months of 2008, the Parent 

Company and First Gen raised P4.3 billion and $260 million, respectively.  

The success of these transactions underscores confidence in our financial 

fundamentals and prospects. 

 

I would like to briefly discuss our financial performance for the first quarter 

of 2008: 

 

 

° Unaudited revenues increased by 29% to P19.9 billion, compared to 

the P15.5 billion reported for the first quarter of 2007. 

 

° Operating income improved by 62% to P6.0 billion, during the same 

period.  The higher revenues and operating income reflect the revenue 

contribution of First Gen’s newly-acquired subsidiary, EDC, and 

revenue growth of Santa Rita and San Lorenzo. 



 

° Net income, however, decreased by 26% to P2.1 billion, from P2.8 

billion last year, whilst, net income attributable to equity holders of 

the Parent decreased by 79% to P223 million.  Income was adversely 

affected by the higher finance costs, foreign exchange losses and 

income tax provisions.  Finance costs increased by 95 % over the first 

quarter of last year, as the Group’s debt level increased by 189% to 

P123.1 billion. First Holdings and First Gen raised debts to fund their 

respective acquisitions. Moreover, the expiration of the income tax 

holiday of Santa Rita resulted in higher provision for income taxes. 

 

 

The overall environment will continue to be challenging with the global 

economic recession impacting the local economy.  At First Holdings, this 

year will be focused on integrating and normalizing the major acquisitions 

we made last year. 

 

 

Thank you for your continued support. 
 

   

 


