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PART 1. BUSINESS AND GENERAL INFORMATION
ITEM 1. BUSINESS
A. Description of Business

1. Business Development

Dagupan Electric Corporation (DECORP or the Company) is a domestic corporation
duly organized under and by virtue of the laws of the Philippines. It is a private electric
distribution utility holding a congressional franchise under R.A. 9969 to construct,
operate, and maintain a distribution system for the conveyance of electric power to the
end-users in the City of Dagupan, the Municipalities of Calasiao, Sta. Barbara, San
Fabian, San Jacinto, and Manaoag, and Barangays Bolingit and Cruz in the City of San
Carlos, all in the province of Pangasinan, for a period of twenty-five (25) years from
February 2010. A Certificate of Public Convenience and Necessity (CPCN) was issued
by the ERC to DECORP on 21 June 2011 for the operation of electric service within its
franchise areas.

DECORP has an authorized capital stock of One Billion Five Hundred Million Pesos
(P1,500,000,000.00), divided into 15,000,000 common shares with a par value of One
Hundred Pesos (P 100.00).

On December 27, 2023, the SEC rendered effective DECORP’s application for the
registration of Fourteen Million Six Hundred Sixty-Two Thousand (14,662,000) common
shares, of which Two Million Two Hundred Thousand (2,200,000) shares were issued
and offered for sale to the public by way of an initial public offering at an offer price of
Five Hundred Thirty-Three Pesos (P 533.00) per share. As of February 2, 2024, the
Two Million Two Hundred Thousand (2,200,000) common shares offered to the public
were fully subscribed and paid.

As of December 31, 2025, DECORP provides the electricity requirements of around
146,052 end-users within its franchise areas.

2. Business
a. Description of the Company

i. Principal Services

The Company’s primary business is to construct, operate, maintain a distribution
system for the conveyance of electric power to the end-users in the City of Dagupan,
the Municipalities of Calasiao, Sta. Barbara, San Fabian, San Jacinto, and Manaoag,
and Barangays Bolingit and Cruz in the City of San Carlos, all in the province of
Pangasinan.



ii. Distribution

The Company’s distribution system is composed of four (4) substations: Calasiao
Substation, San Jacinto Substation, San Fabian Substation, and Dagupan Substation.
These substations are monitored and controlled with a modern Supervisory Control and
Data Acquisition (“SCADA”). All substations are designed with two (2) power
transformers that are configured for the N-1 reliability scheme. All feeders are also
compliant with the N-1 redundancy criterion and are equipped with Automatic Voltage
Regulators (“AVR”), overcurrent protection devices such as Automatic Circuit Reclosers
(“ACR”) and Circuit Breakers (“CB”). DECORP substations are also equipped with
microprocessor-based digital Protective Relays for control and monitoring.

DECORP has a total substation capacity of 181 MVA detailed below:

No. of Total

Feeders Capacit

Substation Connected Power Transformer vy (MVA)
Calasiao 14 20/27/33 MVA — 2 units 66
San Jacinto 7 15/20 MVA — 2 units 40
San Fabian 4 20/25 MVA — 1 unit 25
Dagupan 8 20/25 MVA — 2 units 50
Total 33 181

The circuit lengths of the lines in the distribution system are shown in the table:

Circuit Description  Unit 2023 2024 2025
Subtransmission Km 211.38 211.38 211.38
Primary Lines Km 1,790.68  1822.95 1,842.38
Secondary Lines Km 2,847.72 2,908.24 2,970.44

iii. Percentage of foreign sales
The Company does not derive any income from foreign sales.

iv. State of any-publicly announced new product or service
The Company has no publicly announced products or services in any stage of
development aside from the services described above.

v. Competition

The Company, being the sole franchise grantee within the covered franchise areas,
has a natural monopoly over power distribution in a portion of Pangasinan province,
covering 349.33 km?, equivalent to 6.5% of the total land area in the province.

Despite the promulgation of the Retail Competition and Open Access (“RCOA”)
framework, its impact on the operational activities of distribution utilities has been
negligible. RCOA allows contestable customers the freedom to choose their electricity
supplier. However, the responsibility for transmitting electricity to these contestable



customers remains with distribution utilities, such as DECORP. As of December 31
2025, the Company is servicing four (4) contestable customers.

Distribution utilities continue to be responsible for providing retail services to both
captive and contestable customers.

The Company is also the sole Metering Service Provider (“MSP”) for the retail
market until such time that the ERC determines that the provision of metering services
at the retail level is competitive.

The Company’s exclusive rights extend to operating a distribution system in the City
of Dagupan, the Municipalities of Calasiao, Sta. Barbara, San Fabian, San Jacinto, and
Manaoag, as well as Barangays Bolingit and Cruz in the City of San Carlos. This
exclusive franchise status precludes the likelihood of competitors or other distribution
utilities entering the designated franchise area during the franchise's duration.

Nevertheless, DECORP remains steadfast in its commitment to delivering
high-quality, efficient, and reliable service to its customers. The Company is dedicated
to complying with all regulatory requirements and providing any necessary reports or
submissions as mandated by government authorities and their agencies. DECORP will
continue to fulfill its role and responsibilities as a distribution utility until the expiration of
its franchise.

vi. Suppliers

Power Supply Contracts
DECORRP sources the electricity it distributes from the following power suppliers:

Contracted

Supplier Capacity Duration of Contract
GNPower Mariveles Energy Center February 26, 2014 to
Ltd. Co. (GMEC) 30 MW  February 25, 2029
Energy Development Corporation December 26, 2022 to
(EDC) 20 MW December 25, 2032
OneManaoag Solar Corporation September 26, 2022 to
(OMSC) 20 MW September 25, 2047

DECORP also procures its electricity from the Wholesale Electricity Spot Market
(“WESM”) where it has been a direct member since November 26, 2009.

DECORRP relies on the aforementioned suppliers for its electric power supply, as it
can only procure from other suppliers once approved by the ERC.

Transmission and Metering Supply Contracts
DECORP's current contract with the National Grid Corporation of the Philippines
(NGCP) for transmission and metering services will expire on July 25, 2026. As NGCP



is the sole provider of these essential services, DECORP depends on their continued
provision to ensure the reliable operation of our infrastructure.

Supplies of Materials and Services
The Company is not limited or dependent with any other supplier of materials and
services

vii. Customers
The Company's franchise area covers 349.33 km2, which accounts for 6.5% of
Pangasinan's total land area. The Company is committed to meeting the diverse needs
of consumers within this region, and it currently serves residential, commercial,
industrial, and streetlight customers.

The Company’s customer base is primarily residential, accounting for 91% of its
customers and 56% of its revenues. This customer classification applies to retail
services provided to individual persons or households within their dwelling or primary
place of residence, which typically includes houses, apartments, and condominiums.

Commercial customers, representing 9% of the Company’s customer base, generate
31% of its revenues. This group includes non-residential customers served at
secondary lines, mainly small to medium businesses, as well as those served at
secondary voltage like manufacturing plants, water supply facilities, and malls with a
contracted capacity of 40kW or more.

Industrial customers, constituting 0.02% of the Company’s customer base while
contributing 12% of the its revenues, also fall under the non-residential category as they
draw power from the primary lines. This segment typically includes manufacturing
facilities, cold storage, and supermalls with demands equal to or exceeding 250kW.

Streetlights accounts for 0.03% of DECORP’s consumer base and contributes
0.01% of its revenues. This group includes roadway lighting service where existing
facilities have adequate capacity and suitable voltage.

As of December 31, 2025, DECORP has reached a total of 146,052 customers with
energy sales of 503 GWh. The following is the detailed breakdown by customer
segment:

No. of Energy Revenues
Customers Sales % (In %

(GWh) Millions)
Residential 132,182 267 53 2,197 56
Commercial 13,785 154 31 1,208 31
Industrial 36 77 15 481 12
Streetlights 49 4 1 39 1

Total 146,052 503 100 3,925 100




The Company’s revenues consist of the following components: 1. Generation,
transmission, and system loss, categorized as pass-through charges; 2. Distribution
charges, which include distribution, supply, and metering; and 3. Additional charges
related to its services.

Pass-through charges are revenue-neutral to the Company. The ERC establishes limits
for these charges, and any overage or shortage triggers an adjustment to ensure the
correct recovery. Furthermore, the ERC reviews these charges every three years to
identify any over- or under-recoveries. With ERC approval, DECORP then either
refunds these over-recoveries to customers or collects any under-recoveries from them.

Distribution charges of the Company are based on the latest approved rates of the
ERC, determined using the Performance-Based Regulation (“PBR”) rate setting
methodology. In 2022, the Company filed its application for the approval of its Annual
Revenue Requirements (“ARR”) under PBR, which will be the basis of its distribution
rates for the regulatory years 2023 to 2026. On February 10, 2024, the Company filed
an Urgent Omnibus Motion to Withdraw its application for the approval of its ARR under
PBR. The Company uses the distribution rates authorized by the ERC for the last
regulatory year of the third regulatory period under PBR while it waits for the ERC to
make a decision regarding its ARR application.

viii. Dependence on a single or few a few customers
The Company is not dependent on any one of the customers for at least 20% of its
distribution revenues. The loss of a single customer or a few customers will not have a
material adverse effect on DECORP.

ix. Related Party Transactions
The Company has a lease agreement with Veria Realty, Inc, a company owned by
DECORP’s maijor stockholders, for the rent of office spaces in the amount £4,377,001
in 2025, 4,246,800 in 2024, and 4,320,079 in 2023. This transaction was disclosed
under Note 16 of the December 31, 2025 Audited Financial Statements.

There is no outstanding balance related to the above transactions as of December
31, 2025.

x. Patents, Trademarks, Copyrights, Licenses, Franchises, Concessions and

Royalty Agreements

The Company was granted a legislative franchise for a period of twenty-five (25)
years from February 2010 to provide the electricity requirements of its customers in
accordance with Republic Act No. 9969 otherwise known as, “An Act Amending
Republic Act No. 3221, Granting a Franchise to Dagupan Electric Corporation to
Construct, Operate, and Maintain a Distribution System for the Conveyance of Electric
Power to the End-Users in the City of Dagupan, the Municipalities of Calasiao, Sta.
Barbara, San Fabian, San Jacinto, and Manaoag, and Barangays Bolingit and Cruz in
the City of San Carlos, All in the Province of Pangasinan, and Renewing/Extending the



Term of the Franchise to Another Twenty-Five (25) Years from the Date of the Approval
of this Act.”

The Company does not own any patent, trademark, copyright, franchise (other than
the legislative franchise mentioned above), concession and royalty agreement.

xi. Regulatory Approvals
The filing of rate-related cases, compliance filing, capital expenditures, and for other
matters as may be required by ERC must be done in accordance with the Rules of
Practice as promulgated by ERC. The applicant is required to submit all documentary
requirements and undergo a pre-filing requirement, comply with publication and other
requirements prior to its formal fiing. Once filed, the application shall then be
scheduled for an expository and judicial hearing.

Below is the list of applications with ERC pending approval:

ERC Case
No. Title Date Applied

2012-021 RC | In the Matter of the Application for the Sale of February 10, 2012
Various Sub-transmission Lines/Assets of
TRANSCO to DECORP

2014-052 CF | In the Matter of the Application for the Approval | April 1, 2014
of the Calculation for the Automatic Cost
Adjustment and True Up Mechanisms for the A)
Generation Rate, B) Transmission Rate, C)
System Loss Rate, D) Lifeline Subsidy Rate,
and E.) Senior Citizen Subsidy Rates, Under
ERC Resolution No. 16, Series of 2009 As
Amended, for the Period 2011 to 2013

2017-052 CF | In the Matter of the Application for the Approval | March 21, 2017
of the Calculation for the Automatic Cost
Adjustment and True Up Mechanisms for the A)
Generation Rate, B) Transmission Rate, C)
System Loss Rate, D) Lifeline Subsidy Rate,
and E.) Senior Citizen Subsidy Rates, Under
ERC Resolution No. 16, Series of 2009 As
Amended, for the Period 2014 to 2016

2018-110 RC | In the Matter of the Application for the Approval | November 20,
of Capital Projects for the RY 2016 to 2019 2018

2020-014 CF | In the Matter of the Application for the Approval | August 8, 2020
of the Calculation for the Automatic Cost
Adjustment and True Up Mechanisms for the A)
Generation Rate, B) Transmission Rate, C)
System Loss Rate, D) Lifeline Subsidy Rate,
and E.) Senior Citizen Subsidy Rates, Under




ERC Resolution No. 16, Series of 2009 as
Amended, for the Period 2017 to 2019

2022-057 RC | In the Matter of the Application for (A) August 25, 2022
Confirmation of True-Up Calculations of the
Actual Weighted Average Tariff vis-a-vis
ERC-Approved Maximum Average Rate for the
Lapsed Regulatory Years; and (B) Approval of
the Final Refund/Collect Scheme to Account for
the Lapsed Regulatory Years

2022-20 RC | In the Matter of the Application for the Approval | March 28, 2022
of the Annual Revenue Requirement and
Performance Incentive Scheme in Accordance
with the Provisions of the Rules for Setting
Distribution Wheeling Rates (RDWR)

2022-082 RC | In the Matter of the Application for Approval for November 23,
Approval of the Power Supply Agreement 2022

between Energy Development Corporation and
Dagupan Electric Corporation and Dagupan
Electric Corporation with Prayer for Provisional
Authority and Motion for Confidential Treatment
of Information

2023-029 CF | In the Matter of the Application for the Approval | May 17, 2023
of the Calculations for the Automatic Cost
Adjustment and True-up Mechanisms for the a)
Generation Rate, b) Transmission Rate, ¢ )
System Loss Rate, d) Lifeline Subsidy Rate, and
e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009 as Amended,
and f) Real Property Tax, and g) Local
Franchise Tax Under ERC Resolution No. 2,
Series of 2021 for the Period 2020 to 2022

2024-123RC | In the Matter of the Application for the Approval | October 2, 2024
of Capital Projects for RY 2020 to 2022

xii. Effect of existing or probable government regulations on the business
The Company operates in a highly regulated sector and is subject to the laws and
regulations set in place, which are designed to guarantee that the general public can
continue to enjoy reliable and reasonably priced electricity.

The passage of the EPIRA has paved the way for new reforms aimed at privatizing
and deregulating certain aspects of the power industry.

Under the said law, the distribution of electricity to end-users shall be a regulated
business requiring a national franchise. The distribution of electric power to all
end-users may be undertaken by private distribution utilities, cooperatives, local



government units presently undertaking this function, and other duly authorized entities,
subject to regulation by the ERC.

On February 26, 2021, the ERC under Resolution No. 12, Series of 2020, extended
the scope of Retail Competition and Open Access (RCOA) to include electricity
end-users with an average monthly demand of five hundred kilowatts (500 KW). The
coverage of RCOA will be gradually expanded to the household level as mandated
under Section 131 of the EPIRA. The initial implementation of RCOA covered electricity
end-users with a demand of one megawatt (1MW) and above making them eligible to
migrate to other Retail Electricity Suppliers (RES).

As of December 31, 2024, the Company has four (4) customers who have switched
to the contestable market and seven (7) qualified customers who have remained as
captive customers.

On August 19, 2021, ERC has promulgated ERC Resolution No. 8, Series of 2021
entitled “Rules for the Green Energy Option Program (GEOP). The program encourages
end-users to choose renewable energy resources. Said program maybe availed by an
end-user with an average peak demand of one hundred kilowatts (100KW) and above
for the past twelve months; 2) those newly connected end-user whose estimated
average monthly peak demand of three hundred kilowatts (300kW) and above for the
next twelve (12) months based on load profiling, and 3) those newly connected
end-users with an average peak demand of one hundred kilowatts (100 kW) and above
for three (3) consecutive months.

As of December 31, 2025, the Company has one hundred three (103) customers
who are qualified to join GEOP, of which, one (1) has already switched to an RE
Supplier under GEOP and one has signified its interest to join the program.

The continuous migration of eligible consumers to RCOA and GEOP will likely result
in additional stranded contracted capacity. However, with the consistent growth in the
Company’s energy sales, any displaced capacity resulting from the migration of
contestable customers to RCOA and GEOP maybe absorbed by the growth in the
energy sales of its remaining captive market.

To further expand the base of end-users having the ability to choose their suppliers
of electricity. ERC has promulgated ERC Resolution No. 4, Series of 2020, entitled
“‘Rules for the Electric Retail Aggregation of the electricity requirements of End-users,
whose monthly average peak demand is at least 500kW and are located within a
Continuous Area is effective beginning 28 December 2022.

As of December 31, 2025, no customer has signified their interest to join the Electric
Retail Aggregation Program.

The Company intends to manage this risk by renegotiating its contracted capacity
with its suppliers and consulting with ERC to prevent any dispute that may result from
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the renegotiation, offer the excess capacity to RES or sell the excess capacity to the
WESM in accordance with the pertinent rules and regulations.

Below are other relevant resolutions promulgated by ERC in 2025 which may impact

the Company.

Resolution Title Overview
Number
Resolution No. | A Resolution Adopting | In compliance with ERC Resolution No. 06,
06, Series of | the Guidelines on the | Series of 2025, the Green Energy Auction
2025 Collection  of the | Allowance (GEA-All), a fixed charge
Green Energy Auction | amounting to PhP0.0371/kWh, will be
Allowance (GEA-ALL) | included in the electricity bill of all customers
and the Disbursement | starting January 2026 billing. GEA-AIl will be
of the GEA-ALL Fund | used to fund renewable energy projects like
solar, wind, and hydro in the Philippines. It
supports the Green Energy Auction Program
(GEAP), a government program where
renewable energy projects are selected
through competitive bidding to ensure the
lowest possible cost for customers. The
GEA-AIll rate is subject to change upon
approval of the ERC.
This is a pass-through charge collected by
Distribution Utilities, such as Meralco, Retail
Electricity Suppliers (RES), and National
Grid Corporation of the Philippines (NGCP)
to be remitted to the National Transmission
Corporation (TransCo). Meralco does not
earn from this charge.
Resolution A resolution adopting [ The resolution aims to improve the quality,
NO. 11, Series | the institutionalization | accessibility, responsiveness, and
of 2025 and strengthening of | accountability of customer service provided
frontline customer | by electricity service providers. It reinforces
services in all [ consumer protection by requiring electric
distribution utilities | utilities and suppliers to adopt more
(DUs), microgrid | organized and efficient systems for handling
system providers | customer concerns, complaints, and service
(MGSPs), and retail | requests.
suppliers (RS)
Resolution No. | A Resolution
15, Series of | Amending ERC | Energy Regulatory Commission (ERC)
2025 Resolution No. 6, | Resolution No. 15, Series of 2025 is an
Series of 2019, [ amendment to the earlier net-metering

framework established under ERC
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Entitled "A Resolution
Adopting the
Amendments to the
Rules Enabling the
Net-Metering Program
for Renewable
Energy"

Resolution No. 6, Series of 2019. It updates
the rules governing the Philippines’
Net-Metering Program for Renewable
Energy, which allows electricity consumers
who generate their own power—typically
through rooftop solar systems—to export
excess electricity to the distribution grid in
exchange for bill credits.

Resolution No.

A Resolution Adopting

This Resolution adopts amended rules

20, Series of | the Amended Rules to | governing the implementation of Advanced
2025 Govern the | Metering Infrastructure (AMI) by Distribution
Implementation of | Utilities and ERCauthorized entities to
Advanced  Metering [ enhance  monitoring,  efficiency, and
Infrastructure (AMI) by | transparency in electricity usage and
Distribution  Utilities | management.
and ERC-Authorized
Entities
Resolution No. A Resolution | This  Resolution  directs all  private
23, Series of | Directing All Private | Distribution  Utilities to submit their
2025 Distribution Utilities to | Applications for Approval of Weighted
File their Respective | Average Tariff (AWAT) for any lapsed

AWAT Applications for
the Lapsed Period

periods to ensure regulatory compliance and
proper tariff adjustments.

Resolution No.
22, Series of
2025

A Resolution
Lowering the Eligibility
Threshold for Retail
Competition and
Open Access (RCOA)
and Retail
Aggregation Program
(RAP)

This Resolution lowers the eligibility
threshold for participation in the Retail
Competition and Open Access (RCOA) and
Retail Aggregation Program (RAP) to allow
more consumers and entities to engage in
competitive electricity markets.

Resolution No.
24, Series of
2025

A Resolution Adopting
the Rationalized
Rules for Setting the
Distribution Wheeling
Rates (RRDWR) for
Privately-Owned
Distribution Utilities
Under
Performance-Based
Regulation (PBR)

This Resolution adopts the Rationalized
Rules for setting Distribution Wheeling
Rates (RRDWR) for privately-owned
Distribution Utilities under
Performance-Based Regulation, aiming to
ensure fair, transparent, and efficient pricing
of electricity distribution services.

Resolution No.
25, Series of
2025

A Resolution Adopting
the Applicable Load
Billing Determinant in

This Resolution adopts the applicable load
billing determinant to be used in computing
Ancillary Service (AS) charges, ensuring
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https://www.erc.gov.ph/Issuance-Detail/46760
https://www.erc.gov.ph/Issuance-Detail/46760
https://www.erc.gov.ph/Issuance-Detail/46760
https://www.erc.gov.ph/Issuance-Detail/46759
https://www.erc.gov.ph/Issuance-Detail/46759
https://www.erc.gov.ph/Issuance-Detail/46759
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https://www.erc.gov.ph/Issuance-Detail/46759
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https://www.erc.gov.ph/Issuance-Detail/46850
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the Computation of
Ancillary Service (AS)
Charges

accurate and consistent billing for services
that support the reliability of the power
system.

Resolution No. | A
Approving
Adjustments to
Feed in Tariff (FIT) for
2021 to 2025

28, Series of
2025

Resolution
the
the

This Resolution approves the adjustments to
the Feed-in Tariff (FIT) rates for 2021 to
2025, providing updated compensation for
renewable energy producers to promote
continued investment in clean energy.

The Company is also covered by the following DOE issuances in 2025:

DOE Circular Title Overview

Number

DC2025-03-004 | “Providing the | This Circular Memo provides revised
Revised Guidelines | Guidelines for the Green Energy Auction
for the  Green | Program (GEAP) through the Department
Energy Auction | Circular (DC) No. DC 2021-11-0036.
Program in the
Philippines.”

DC2025-04-0008

Promulgating The

The Revised DCC Rules set the general

Revised Rules | rules and procedures to guide End-users
Governing the | and all other concerned stakeholders, such
Processing and | as the Distribution Utility (DU) and the
Evaluation of Direct | Transmission Network Provider (TNP), in
Connection facilitating their application for Direct
Application of [ Connection or the renewal of such
Industrial, arrangement.
Commercial, and
Other Electricity
End-Users

DC2025-08-0011 | Adopting further | The circular reinforces the ILP as a
amendments to the | practical tool for maintaining grid stability,
Wholesale particularly during peak demand periods or
Electricity Spot | unexpected  supply  constraints. By
Market (WESM) | improving the rules and aligning market
Rules and various | manuals, DC2025-08-0011 enhances the
WESM Market | reliability of the electricity system while
Manuals on the | promoting fair and accurate treatment of
Interruptible  Load | participants in the wholesale electricity
Program market.

implementation

DC2025-10-0019

Framework for the
integration of

This framework outlines the integration of

nuclear energy into the Philippines’



https://www.erc.gov.ph/Issuance-Detail/46943
https://www.erc.gov.ph/Issuance-Detail/46943
https://www.erc.gov.ph/Issuance-Detail/46943
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://www.erc.gov.ph/Issuance-Detail/47058
https://doe.gov.ph/articles/2933291--department-circular-no-dc2025-08-0011?redirect=%2Farticles%2Fgroup%2Flaws-and-issuances%3Fcategory%3Dundefined--subcategory%3DDepartment%20Circular--subject%3Dundefined--type%3Dundefined--display_type%3DDepartment%20Circular--title%3DDepartment%20Circular%20No.%20DC2025-08-0011
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Nuclear Energy in
the Country’s
Generation Mix to
implement a clean

generation mix to support a clean energy
scenario under the Philippine Energy Plan
2023-2050, promoting energy security and
low-carbon power development.

energy scenario
under the Philippine
Energy Plan
2023-2050.

DC2025-09-0018 | Supplemental This supplemental policy enhances the
Policy to the | Net-Metering Program by integrating
NetMetering Renewable Energy Certificate (REC)
Program Integrating | trading and allowing multisite and

Renewable Energy
Certificate Trading
and Multi-Site and
Aggregate
Net-Metering to
Enhance Participant
Benefits and Market
Access

aggregate net-metering, aiming to increase
participant benefits and improve market
access for renewable energy generators.

DC2025-10-0022

Prescribing Policies
to Enhance the
Procurement of
Power Supply by
Distribution Utilities
for the Captive
Market, Amending
and Supplementing
for this Purpose
Department Circular
No.
DC2023-06-0021

This Resolution prescribes policies to
improve how Distribution Utilities procure
power for their captive markets, amending
and supplementing Department Circular
No. DC2023-06-0021 to ensure more
efficient, transparent, and cost-effective
power supply arrangements.

DC2025-12-0029

Department Circular
No. DC2025-
12-0029, entitled
“Adopting the Open
and Competitive
Selection Process
in the Award of
Renewable Energy
Service Contracts,

and Creating the
Review and
Evaluation

Committee.”

Department Circular No. DC2025- 12-0029
establishes an open and competitive
selection process for awarding Renewable
Energy Service Contracts and creates a
Review and Evaluation Committee to
ensure  transparency, fairness, and
efficiency in the contract award process.



https://doe.gov.ph/articles/3127524--department-circular-no-dc2025-10-0022?redirect=%2Farticles%2Fgroup%2Flaws-and-issuances%3Fcategory%3Dundefined--subcategory%3DDepartment%20Circular--subject%3Dundefined--type%3Dundefined--display_type%3DDepartment%20Circular--title%3DDepartment%20Circular%20No.%20DC2025-10-0022
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xiii. Research and Development
The Company has no research and development department, nor has it been
involved in any research and development activity. This is due to the fact that changes
in the electric distribution industry have been relatively slow compared to other
industries. The current infrastructures and systems have generally been sufficient to
meet the growing market’'s demand for safe and efficient distribution of power. Hence,
there has been no need for research and development up to present.

This is still true even with the emergence of technology and the government’s
implementation of a national smart grid policy framework for the Philippine electric
power industry and roadmap for distribution utilities due to the sufficiency of the
available products and technologies in the market.

xiv. Costs and effects of compliance with environmental laws

DECORP's substations and offices have been categorized as Category D projects
under the Department of Environment and Natural Resources (“DENR”) 2020 Coverage
Screening Guidelines and Standardized Requirements in the Philippine Environmental
Impact Statement system. This classification indicates that the establishments are not
expected to have a significant impact on the environment, which is a positive
assessment in terms of environmental impact. The Company has secured Certificate of
Non-Coverage which means that the projects are not required to undergo a full
Environmental Impact Assessment process due to its minimal or non-significant
environmental impact.

Compliance with RA No. 6969, also known as the Toxic Substances and Hazardous
and Nuclear Wastes Control Act of 1990, is essential for ensuring the responsible
handling of toxic substances and hazardous waste. DECORP, which operates
equipment with insulating oil that may contain hazardous materials, has registered its
generated suspected hazardous wastes for each of its establishments. DENR is also
notified on a quarterly basis regarding the quantity and types of suspected hazardous
wastes being generated. This information helps regulatory authorities monitor and
manage the handling, transportation, treatment, and disposal of these potentially
harmful substances. It ensures transparency and accountability in the management of
hazardous wastes, helping to protect the environment.

For the testing, treatment and disposal of the hazardous wastes, DECORP secured
the services of National Resources Development Corporation and CRL Environmental
Corporation. EMB Memorandum Circular Series No. 2015-007: Technical Guidance on
Polychlorinated Byphenyls (“PCB”) Management requires that all PCBs shall be treated,
decontaminated, and disposed of in an environmentally sound manner consistent with
the requirements of RA No. 6969 DAO 2004-01: Chemical Control Order for PCBs and
other relevant environmental laws before a PCB-free declaration can be attained. The
treatment and decontamination process shall only be performed by DENR-EMB
accredited Treatment, Storage and Disposal facilities.
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The Company has been issued Permits to Operate which indicates that the
generators have met the necessary regulatory requirements outlined in RA No. 8749,
otherwise known as the Philippine Clean Air Act of 1999. This legislation aims to control
and reduce air pollution by regulating emissions from various sources, including
industrial generators. The permit is typically issued with specific conditions and
emission limits that the generators must adhere to. These limits are in place to ensure
that the emissions from the generators meet the National Emission Standards for
Source Specific Air Pollutants as outlined in the Clean Air Act.

xv. Employees and Labor Relations
As at December 31, 2025, DECORP has a total of 217 regular employees consisting
of 10 employees in the managerial and executive positions, 23 at the supervisory level,
and 184 in the rank-in-file roles.

The employees of the Company neither have formed nor do they belong to a labor
union.

In addition to the benefits as mandated by the law, the Company provides its
employees with additional benefits:

e Annual mid-year bonus equivalent to 100% of monthly basic salary;
e A performance bonus that ranges from 50% to 150% of monthly basic salary;

e Annual vacation leaves of fifteen (15) days for employees with service period
of more than three (3) years. For employees with less than three (3) years of
service, they shall enjoy twelve (12) days of vacation leaves per year;

e Annual sick leave of nine (9) days where any unused sick leaves are
converted and paid to cash;

e Annual medical allowance, including optical benefits;
e Monthly rice subsidy;

e Hospitalization benefits via Health Maintenance Organization (HMO) including
50% of one enrolled dependent; and

e Accident insurance coverage of Four Hundred Thousand Pesos
(P400,000.00)

xvi. Risks Related to the Company and its Industry
The Company identified the following risks:

Regul nd Policy Risk
As a regulated entity DECORP is obligated to provide open and
nondiscriminatory access to its distribution system to all end-users within its franchise
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area. The company is likewise mandated to supply electricity to its captive market in the
least-cost manner, subject to the collection of retail rates duly approved by the ERC. In
carrying out its operations, DECORP must secure prior approval from the ERC before
implementing any planned capital expenditure projects. Consequently, the company
faces significant risks associated with bureaucratic processes and potential regulatory
delays. Nevertheless, it is important to recognize that the ERC’s rules and guidelines
are consistently intended to balance the interests of both consumers and investors. In
addition, changes in state or local regulations and policies may materially affect the
company’s operations, pricing structures, and investment plans. For example:

Aspect

Risk

Open and
nondiscriminatory
access of the
distribution system

The mandatory migration of contestable customers to
the retail market under the rules on Retail Competition
and Open Access can create vulnerability to the
Company due to some legal issues and a lack of public

acceptance. This could result in uncertainties in power
supply contracts and problems in the development of
the distribution system to grant access to contestable
customers.

The requirement for regulatory approvals to initiate
planned capital expenditures could lead to delays in
the implementation of the projects necessary to
provide electric distribution services to any end-users
within the franchise areas.

Distribution wheeling
charges and connection
charges

A delay in the issuance of the rules on setting the
distribution wheeling rates for privately owned
electricity distribution utilities may limit the Company’s
ability to adjust rates, which may affect its revenue
stream and profitability.

Supply electricity in the Existing policies requiring participants such as the
least Company to source a fraction of its requirements from
cost manner renewable energy without regard to its existing supply
contracts may increase the cost of providing electricity
to its end-users.

The ambiguities or uncertainties in certain provisions of
the guidelines for the procurement of assets and
services may risk the Company’s ability to comply with
the rules and result in unnecessary investment.
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DECORP is committed to mitigating these risks by diligently adhering to the
relevant ERC rules and regulations. The Company will proactively provide all requisite
documents and reports to expedite the approval process for its capital expenditure
projects, thereby minimizing any avoidable delays.

Financial Risks on Capital Intensity
Electric distribution utilities require significant capital investments for

infrastructure  maintenance, upgrades, and expansions, exposing the Company to
financial risks iffunding sources are constrained.

DECORP is committed to enhancing its service offerings to meet not only the
demands of its current customer base but also the evolving requirements of potential
customers. The Company is consistently developing expansion strategies to enhance
its planning and load growth studies. While pursuing this strategy may enable DECORP
to serve a larger customer base, it also exposes the Company to various risks and
challenges.

One potential risk is that the expansion may yield lower growth or profitability
than initially projected, and there is no guarantee that new business endeavors will
achieve the desired level of profitability, if at all. Additionally, acquiring new assets and
implementing projects may necessitate specific management skills, procedures, and
systems, which may not be successfully deployed in a timely manner or at all. The
success or failure in executing these strategies and managing associated risks could
significantly impact the Company's business, financial health, and operational results.

DECORRP is dedicated to bolstering the capabilities of its employees, both at the
managerial and staff levels, as well as actively investing in market research. These
measures are aimed at aligning the company's expansion strategies with market
demands and ensuring a more successful execution of its growth initiatives.

Cashflow Risks

Non-payment or delays in payments by customers can indeed have a notable
impact on DECORP's operations and financial stability. As an electric distribution utility,
the Company relies on timely payments from its customer base to cover its operating
expenses, ensure its working capital needs are met, and meet maturing obligations.

The critical nature of electricity as a basic necessity often works in DECORP's
favor, as customers tend to prioritize paying their electricity bills to avoid the
inconvenience of disconnection.

However, it is crucial for DECORP to acknowledge and proactively manage the
risk associated with non-payment or payment delays to maintain financial health.
DECORP commits to robust billing and collection systems that facilitate prompt and
efficient payment processing. Clear and transparent communication channels with
customers will be maintained, providing advance notice of payment due dates and
potential consequences of non-payment. DECORP commits to continuously monitor its
accounts receivables and establish mechanisms to address delinquent accounts
promptly, which may include collection efforts or disconnection procedures as a last
resort.
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Operational Risks on Infrastructure Failures and Human Error

Aging infrastructure, equipment malfunctions, and natural disasters pose
significant risks to the reliability of power distribution services, ultimately impacting
customer satisfaction. As power utilities in the Philippines grapple with aging power
grids and equipment, the vulnerabilities become evident. Aging infrastructure and
equipment are more susceptible to breakdowns and failures, resulting in power outages
that inconvenience customers and undermine trust in the utility provider. Moreover,
natural disasters, such as typhoons, earthquakes, and volcanic eruptions are
frequent occurrences in the Philippines. These calamities can inflict severe damage on
power infrastructure, leading to widespread outages and creating safety hazards for
both utility personnel and the public. In addition to these external risks, human errors
during maintenance, repairs, or equipment installations can also contribute to accidents,
outages, and safety hazards. These mistakes can arise from a lack of adequate
training, poor communication, or lapses in supervision.

DECORP commits to implementing a proactive maintenance schedule and
robust disaster preparedness and response plans. Comprehensive training programs,
strict supervision, and quality control measures will also be employed to identify and
rectify potential errors before they result in accidents or outages. DECORP will establish
clear lines of communication and reporting incidents, near misses, and safety concerns
to foster a culture of transparency that encourages prompt reporting and facilitates swift
issue resolution and risk mitigation.

Technological Risks Grid Modernization Challenges and Integration
While the transition to a smart grid and the integration of new technologies in the

power distribution sector bring about significant advancements, they also introduce a
host of challenges and risks. The adoption of smart grid technologies, including
advanced metering infrastructure and real-time data analytics, can lead to complexities
in system management. Potential technical glitches and system failures may occur,
which could disrupt power distribution and impact the quality of service.

Moreover, the integration of various systems and technologies can create
operational challenges, including compatibility issues, data interoperability concerns,
and uncertainties regarding the long-term performance, longevity, and safety of the
infrastructure. These challenges necessitate a proactive approach to risk mitigation to
ensure the successful implementation and sustained reliability of the smart grid.
DECORP commits to the implementation of robust cybersecurity measures to safeguard
future smart grid infrastructure from cyberattacks and data breaches. Testing and quality
assurance protocols will also be established to identify and rectify technical glitches
before they disrupt operations. Interoperability standards and protocols will be adhered
to by the Company to facilitate seamless integration along with observation of
monitoring and maintenance programs to assess the performance, longevity, and safety
of the infrastructure, allowing for timely upgrades and replacements as needed.

Legal and Liability Risks
The Company may encounter various legal challenges that pose potential risks,
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including contract disputes, environmental violations, safety incidents, and
regulatory compliance issues. Contract disputes can arise from disagreements with
partners, suppliers, or clients, potentially leading to legal proceedings that could disrupt
business operations and financial stability. Environmental violations may result from
noncompliance with environmental regulations, potentially resulting in fines, penalties,
and reputational damage. Safety incidents, whether at the workplace or in service

performance, can lead to personal injuries, property damage, and associated
liability claims. Furthermore, regulatory compliance challenges may stem from changes
in laws and regulations that require costly adjustments or create legal uncertainties for
DECORP. The consequences of these legal challenges can include substantial financial
liabilities and reputational risk, necessitating a proactive approach to risk mitigation.
DECORP commits to engage a robust legal and compliance team to closely monitor
regulatory changes, address compliance concerns, and provide guidance on other
contractual matters. The Company will also prioritize safety and environmental
stewardship by investing in employee training and equipment maintenance to reduce
the likelihood of safety incidents and environmental violations. Effective contract
management practices will also be observed to help prevent disputes and provide a
strong legal foundation.

ITEM 2. PROPERTIES

Real E Land, Plant, and Buildin
The following real properties are duly registered under the Company’s name, as
evidenced by the Transfer Certificates of Title (“TCT”) listed below:

Liens/
TCT No./ Mortgages
Tax /Encumbrance,
Declaration Location | Land Area | if any Use of Property
No.
1 162155 Dagupan | 1,483 sgqm | None Being used for office
and substation
2 | 62156 Dagupan | 1,483 sqm | None Being used for office
and substation
3 | 029-2020000 | Dagupan | 145 sgm None Being used for office
127 and substation
4 | 198945 Calasiao | 7,285 sgm | None Being used for office
and substation
5 | 198946 Calasiao | 7,285 sgm | None Being used for office
and substation
6 | 198947 Calasiao | 1,569 sgqm | None Being used for office
and substation
7 |235392 Calasiao | 1,087 sgm | None Being used for office
228 sgm and substation
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8 | 026-2020001 | Calasiao | 1,974 sqm | None Being used for office
613 and substation
9 |026-2020001 | Calasiao | 1,973 sqm | None Being used for office
614 and substation
10 | 026-2020001 | Calasiao | 1,973 sqm | None Being used for office
615 and substation
11 | 026-2019000 | Calasiao | 637 sgqm None Being used for office
976 and substation
12 | 218368 Sta. 1,000 sgm | None Being used for office
Barbara and pole yard
13 | 218369 Sta. 1,339 sgqm | None Being used for office
Barbara and pole yard
14 | 218370 Sta. 1,672 sgm | None Being used for office
Barbara and pole yard
15 | 218371 Sta. 2,436 sgqm | None Being used for office
Barbara and pole yard
16 | 222449 Sta. 6,533 sgqm [ None Being used for office
Barbara and pole yard
17 | 026-2018006 | San 420 sgm None Being used for
642 Fabian substation
18 | 026-2018006 | San 584.75 None Being used for
643 Fabian sgm substation
19 | 026-2018006 | San 584.75 None Being used for
644 Fabian sgm substation
20 | 026-2018006 | San 584.75 None Being used for
645 Fabian sgm substation
21 | 026-2018006 | San 584.75 None Being used for
646 Fabian sgm substation
22 | 222801 San 4,570 sgqm | None Being used for
Jacinto substation

Below are the buil

dings and warehouses owned by the Company:

Liens/
Mortgages
/Encumbra
Descriptio | Location Floor nce, if any | Use of Property
n Area
1 VFL Brgy. 1, 830 sq. m. | None Being used as
Building Dagupan City office
2 ANL Brgy. 1, 850 sq. m. | None Being used as
Building Dagupan City office and meter
shop
3 Workshop | Brgy. 1, 35sqg.m. | None Being used as
Dagupan City workshop
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4 Control Brgy. 1, 70 sg. m. | None Being used for
Building Dagupan City substation
6 Parking Brgy. 1, 220 sg. m. | None Being used for
Shed Dagupan City service vehicles
7 LCL Brgy. San 588 sq. m. | None Being used as
Building Miguel, office
Calasiao
8 Control Brgy. San 220 sq. m. | None Substation
Building Miguel,
Calasiao
9 Warehous | Brgy. San 966 sq.m. | None Substation
e Miguel,
Calasiao
10 | Guardhous | Brgy. San 7 sq. m. None Substation
e1 Miguel,
Calasiao
11 Guardhous | Brgy. San 8 sq.m. None Substation
e2 Miguel,
Calasiao
12 | Oil Storage | Brgy. San 68 sq. m. | None Substation
Facility Miguel,
Calasiao
13 | Motorpool | Brgy. San 310 sq. m. | None Substation
Miguel,
Calasiao
14 | Commerci | Brgy. San 45 sq. m. | None Collection Office
al Building | Miguel,
Calasiao
15 | Commerci | Brgy. 30 sg. m. | None Collection Office
al Building | Maningding,
Sta. Barbara
16 | Linemen’s | Brgy. 27 sgq. m. | None For the linemen
Shed Maningding, following their
Sta. Barbara fieldwork
17 | Guard Brgy. 10sq. m. | None For the security
Locker Maningding, guards
Room Sta. Barbara
18 | Control Brgy. Casibong, | 120 sq. m. | None Substation
House San Jacinto
19 | Control Brgy. Tempra 45 sq. m. | None Substation
House Guilig, San

Fabian




The Company owns the following vehicles:

Description Qty | Use of Property
1 Utility Truck with Boom Basket 7 | Service vehicle
2 Utility Truck with Hydraulic Boom 4 | Service vehicle
3 Utility Truck 7 | Service vehicle
4 Truck with Digger Derrick 1 | Service vehicle
5 Cable Puller 1 | Service vehicle
6 Mobile Meter Lab 1 | Service vehicle
7 Rough Terrain Crane 1 | Service vehicle
8 Service Vehicle 62 | Service vehicle
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The Company also owns equipment and other properties such as power
transformers and other substation equipment, sub-transmission and distribution lines
including pole and attachments, distribution transformers, meters, and other metering
equipment installed within the Company’s franchise areas.

ITEM 3. LEGAL PROCEEDINGS

As of the date of this report, there are no legal disputes affecting the Company or

any of its properties, whether material or immaterial.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There is no matter submitted to the vote of security holders, through solicitation of
proxies or otherwise, from the time the Registration Statement was approved until the
end of the fourth quarter of the fiscal year covered by this report



PART Il. OPERATIONAL AND FINANCIAL PERFORMANCE

ITEM 5. MARKET FOR ISSUERS’ COMMON EQUITY AND RELATED
STOCKHOLDERS’ MATTERS

A.

Stockholders Matters

1. Market Information

a. Principal Market
The shares of the Company are not traded in any stock exchange

2. Holders
As of December 31, 2025, the Company has a total of 54 stockholders

Top 20 Stockholders

Market Price of and Dividends on Issuer’s Common Equity and Related

23

Number of
Stockholders Nationality | Shares %
1. Rene Bernard L. Llames Filipino' 3,606,006 [ 24.59
2. Angeligue Maxime L. Lllames-James Filipino 3,606,003 [ 24.59
3. Cynthia Irene L. Llames Filipino 3,606,004 [ 24.59
4, Deon Peter James Non-Filipino 803,292 5.48
5. DGC Holding Corporation Filipino 760,000 5.18
6. Vivencio M. Romero Jr. Filipino 378,310 2.58
7. Jose Maria A. Abaya Filipino 378,310 2.58
8. ME-KA Corporation Filipino 229,000 1.56
9. ETM Incorporated Filipino 215,000 1.47
10. | Ranulfo M. Ocampo Filipino 84,071 57
11. | Sterwyn Paul B. De Guzman Filipino 50,000 .34
12. | Russel P. Dela Cruz Filipino 50,000 .34
13. | Randy J. Legaspi Filipino 50,000 .34
14. | Randy F, Castilan Filipino 50,000 .34
15. | Miriam G. San Pedro Filipino 50,000 .34
16. | Gemma M. Recel Filipino 50,000 .34
17. | Emmanuel V. Cabario Filipino 50,000 .34
18. | Christopher Grajo Filipino 50,000 .34
19. | Benjomer D. Galang Filipino 50,000 .34
20. | Cipriano D. Launico Il Filipino 39,600 .30
Sub-total 14,155,596 | 96.55
Other Stockholders 506,404 3.45
Total Shares 14,662,000 100
Issued and Outstanding 14,662,000 100
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3. Dividends
The following cash dividends were declared by the Company’s Board of Directors for
the years ended December 31, 2025, 2024 and 2023:

Year Rate Per Share Record Date Payment Date

2025 £10.06 December 31, 2024 July 30, 2025

2024 P11.94 December 31, 2023 September 2, 2024

2023 £128.39 June 15, 2023 June 30, 2023, July 31, 2023,

August 30, 2023, and
September 30, 2023

4. Sale of Unregistered or Exempt Transactions
None

ITEM 6. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

The following discussion and analysis of the consolidated financial position and
results of operations of Dagupan Electric Corporation (DECORP) and its subsidiary,
should be read in conjunction with the audited financial statements as at December 31,
2025 and 2024 and for the years ended December 31, 2025, 2024, and 2023. The
financial statements have been prepared in compliance with the Philippine Financial
Reporting Standards (PFRS) Accounting Standards. The term PFRS in general
includes all applicable PFRS, Philippine Accounting Standards (PAS) and Philippine
Interpretations which have been approved by the Financial and Sustainability reporting
Standards Council (FSRSC).

The financial information appearing in this report and in the accompanying audited
financial statements is presented in Philippine Peso. All values are rounded to the
nearest million pesos except earnings per share.

Financial Highlights and Key Performance Indicators
(Amounts in million, except earnings per share and operational data)

Condensed Statements of Financial Position

Increase

As at December 31 (Decrease)

2025 2024 Amount %

Total assets $7,482.28 $7,325.51 P156.77 2

Current assets 3,317.77 3,180.98 136.79 4

Cash and cash equivalents 2,496.43 2,179.84 316.59 15

Equity attributable to equity 5,867.49 5,642.36 225.13 4
holders of the parent company

Non-current liabilities 934.17 942.80 -8.63 -1

Current liabilities 680.67 740.35 -59.68 -8

Total liabilities 1,614.83 1,683.15 -68.32 -4
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For the Years Ended December % Change
31
2025 2024
VS. VS.
2025 2024 2023 2024 2023
Revenues £3,969.57 P4,207.21 P4,044.64 -6 4
Operating expenses 3,562.48 3,753.56  3,571.87 -5 5
Other income, net of
expenses 71.45 66.11 41.83 8 58
Income before income tax 478.54 519.75 514.59 -8 1
Net income 349.57 375.69 372.04 -7 1
Net income attributable to
equity holders of the parent 349.59
Earnings per share (EPS) 23.84 25.62 29.85 -7 -14
Condensed Statements of Cash Flows
For the Years Ended December 31 % Change
2025 2024
VS. VS.
2025 2024 2023 2024 2023
Net cash provided by
operating activities P572.52 $508.74 $796.86 13 -36
Net cash provided by
(used in) investing -108.43 -239.57 -131.93 -54 82
activities
Net cash provided (used
in) financing activities 147.50 1,023.77 -1,600.00 -85 -164
Operational Data
For the Years Ended December 31 % Change
2025 2024
VS. VS.
2025 2024 2023 2024 2023
Number of customers
Residential 132,182 128,241 125,181 3 2
Commercial 13,785 13,331 12,925 3 3
Industrial 36 36 33 9
Streetlight 49 53 55 -8 -4
Electricity Sales (in GWh) 503 492 444 2 11
System Loss (in 6.83 6.95 6.77

percentage)
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Key Performance Indicators
For the Years Ended
December 31

2025 2024 2023
Debt to equity Total liabilities / Total equity 0.28 0.30 0.39
Current ratio Current assets/Current 4.87 4.30 2.55
Liabilities
Net profit margin (Net income / Revenues) x 100 9% 9% 9%
Return on equity (Net income / Average 6% 7% 8%
shareholders’ equity) x 100
Return on assets (Net income / Average total 5% 6% 6%

assets) x 100

2025 compared with 2024

Results of Operations
The consolidated results of operations of DECORP and its subsidiary for the
years ended December 31, 2025 and 2024 are discussed below:

Condensed Statements of Income

For the Years Ended |Increase
December 31 (Decrease)

2025 2024 | Amount %
Revenues £3,969.57 | P4,207.21 | -237.64 -6
Operating expenses 3,562.48 3,753.56 | -191.08 -5
Other income, net of
expenses 71.45 66.11 5.34 8
Income before income tax 478.54 519.75 -41.21 -8
Net income 349.56 375.69 -26.13 -7
Earnings per share (EPS) 23.84 25.62 -1.78 -7

Revenues

For the year ended December 31, 2025, revenues amounted to £3,969.57
million, 6% lower or £237.50 million lower than 2024 level.

Increase
2025 2024 (Decrease)

Amount %  Amount %  Amount %
Generation £2,258.09 57 P2,595.45 62 -337.36 -13
Transmission 508.46 13 379.93 9 128.53 34
System Loss 214.34 5 228.42 5 -14.08 -6
Distribution 947.18 24 929.55 22 17.63 2
Other pass-through
charges -3.21 36.64 1 -39.85 -109
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44 .84 1
#3,969.57 100 4,207.21

37.21 1
100

7.63 21
-P237.50 -6

Other revenues
Total

Pass-through revenues consisting of generation, transmission, system loss, and
other related revenues, which are revenue neutral to the Company, comprised 75% of
the total revenues, decreased by 8%, or 262.76 million. The decrease in pass-through
revenues mainly due to the reduction in the cost of producing power in 2025.

Distribution-related revenues increased by 2%, equivalent to £17.63 million,
compared to the previous reporting period. This growth was primarily driven by an
increase in kilowatt-hour (kWh) sales, indicating higher electricity consumption and
sustained demand from consumers within the distribution area.

The following is a summary of customer volume and electricity sales categorized by
customer type for the years ending December 31, 2025 and 2024

Electricity Sales
No. of Customers (in GWh) % Change
Customer No. of | Electricity
Type 2025 2024 2025 2024 | Customers Sales
Residential 132,182 | 128,241 267 260 3 2
Commercial 13,785 13,331 153 149 3 2
Industrial 36 36 78 78 0 0
Streetlights 49 53 4 4 -7 0
Total 146,052 | 141,661 502 492 3 2

DECORP’s energy sales reached 502 GWh in 2025, reflecting a 2% increase
from the 492 GWh recorded in 2024.

The residential customer segment accounted for the largest share of DECORP’s
energy sales mix, at 53%, followed by the commercial and industrial segments at 30%
and 16%, respectively, while the streetlights made up the remaining 1%.

The energy consumption of the residential segment grew by 2%, or from 260 GWh
in 2024 to 267 GWh in 2025. This rise is attributed to the continued use of cooling
systems by residential customers during the warm and dry conditions experienced in
2025. The increase was driven by the sustained use of cooling systems among
residential customers amid persistently warm weather conditions in 2025. Despite the
conclusion of the El Nifio phenomenon earlier in the year, above-average temperatures,
particularly in Northern Luzon, continued to contribute to higher electricity consumption.

Electricity sales in the commercial segment were 153 GWh, reflecting a 2% increase
from the 149 GWh in 2024. The growth was attributable to additional retail stores and
office facilities, supported by the resurgence of on-site operations within educational
institutions, dining establishments, and various other commercial domains.
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Costs and Expenses

The costs and expenses of DECORRP for the year ended December 31, 2024
amounted to £3,753.56 million in 2024, an increase of 5% or £181.69 million from
£3,571.87 million in 2023. The costs and expenses are detailed in the table below:

Increase
2025 2024 (Decrease)
Amount % Amount % Amount %
Purchased power £3,003.36 84.3 £3,165.23 84.3 -161.87 -5.1
Depreciation 208.48 5.9 207.25 5.5 1.23 .59
Salaries, wages, and
employee benefits 174.79 4.9 167.62 4.5 717 4.3
Taxes other than
income tax 54.21 1.5 67.77 1.8 13.56 20
Outside services 52.19 1.5 44 .67 1.2 7.52 16
Repairs and
maintenance 18.14 0.5 18.62 0.5 048 2.6
Others 51.31 1.4 82.40 2.2 31.09 38
Total P3,562.48 100 P£3,753.56 100 191.08 5

The cost of purchased power went down by 5.1% or #161.87 million from £3,165.23
million in 2024 to #3,003.36 million in 2025, in line with the fluctuations in the
pass-through revenues. The decrease in pass-through revenues mainly due to the
reduction in the cost of producing power in 2025.

Depreciation was £208.48 million in 2025, higher by £1.23 million or .59% from the
£207.25 million in 2024. This change is attributable to additional capital assets during
the year.

Taxes other than income tax increased by 20%, equivalent to £13.56 million, due to
the change in the method of recognizing real property and local franchise taxes, where
charges are considered revenues and payments or remittances were recorded as
expenses.

The expenses for outside services were higher by 16%, equivalent to £7.52 million,
mainly due to the increase in the volume and the associated costs related to both bill
distribution and meter readings, including maintenance work on the line distribution
network carried out by third-party contractors.

The increase in repairs and maintenance expenses can be attributed to the higher
in-house maintenance requirements within the distribution network, particularly in areas
associated with the recently acquired distribution assets in San Fabian previously
managed by another distribution utility. It also includes higher software maintenance

Other expenses consist of professional fees, office supplies, rent, training, and other
expenses.



Statements of Financial Position

Increase
December 31 (Decrease)

2025 2024 Amount %

ASSETS
Noncurrent Assets
Utility plant and equipment

#3,903 £3,879 P24 0.6

Other property and equipment 78 86 -8 -9
FVOCI 152 152 - -
Deferred tax assets 31 28 3 11
4,164 4,145 19 2
Current Assets
Cash and cash equivalents 2,496 2,180 316 14
Trade and other receivables 615 635 -20 -3
Financial assets at FVPL 67 184 -117 64
Inventories 103 116 -13 11
Prepayments and other current assets 35 66 -31 -47
3,318 3,181 137 45

TOTAL ASSETS

P7,482 P7,326 P156 47

EQUITY AND LIABILITIES
EQUITY

Capital stock P1,466 71,466 P0 0
Additional paid-in capital 1,142 1,142 0 0
Revaluation reserve 1,411 1,481 -70 -5
Remeasurement gain (loss) on retirement 3 3 -
benefits
Retained earnings
Appropriated
Unappropriated 1,845 1,551 294 19
Equity attributable to equity holders of the 5,868
Parent Company
Non-controlling interests (.39)

5,867 5,642 225 4
LIABILITIES
Current liabilities
Trade and other payables 665 703 -38 5
Dividends payable - - - -
Income tax payable 25 37 12 -32

680 740 60 8

Noncurrent liabilities
Customers’ deposit 340 338 2 1
Deferred tax liabilities 493 519 -26 -4
Retirement benefits obligation 101 86 15 18

934 943 9 05
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TOTAL EQUITY AND LIABILITIES P7,482 P7,326 P156 25

Changes in Financial Position

Utility plant and equipment rose from £3,879 million in 2025 to £3,903 million in
2024, an increase of 0.6% or P24 million. In contrast, other property and equipment
decreased from P86 million to 78 million, a decline of 9%, which may reflect normal
depreciation and asset disposals. The capital expenditures were incurred for the
expansion of distribution assets and the upgrade and rehabilitation of existing electrical
facilities to support the operations of DECORP. These additional expenditures were
partially offset by depreciation amounting to £208.48 million.

Cash and cash equivalents went up by 14% or 316 million from 2,180 million in
2024 to P2,496 million in 2025. The growth was due to the additional 653 million
derived from DECORP’s operational activities.

The year-end trade and other receivables primarily reflect the December billing
cycle. The decrease in receivables was attributable to the lower retail rate in December
2025 compared to December 2024.

The capital stock remained unchanged at 1,466 million, indicating no new share
issuance during the period. Similarly, additional paid-in capital stayed constant at
£1,142 million, further confirming that there were no capital restructuring activities in
2025. A negative balance of .39 million was attributed to non-controlling interest,
reducing the total equity to around 5,867 million.

2024 compared with 2023
Results of Operations

The results of operations for the years ended December 31, 2024 and 2023 are
discussed below:

Condensed Statements of Income

For the Years Ended [Increase
December 31 (Decrease)
2024 2023 | Amount %

Revenues P4,207.21 | 4,044.64 163 4
Operating expenses 3,753.56 3,571.87 182 5
Other income, net of
expenses 66.11 41.83 24 57
Income before income tax 519.75 514.59 5 49
Net income 375.69 372.04 4 1
Earnings per share (EPS) 25.62 29.85 -4 -13
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Revenues

Revenues of DECORP consist of: 1. pass-through charges or generation,
transmission, system loss, and other related revenues; 2. distribution wheeling charges,
which include distribution, supply, and metering; and 3. other charges such as service
reconnection and pole attachment rental.

Revenues in 2024 were at 4,207.21 million, which is 162.57 million or 4%
higher than in 2023, due to higher distributed energy and higher pass-through
transmission charges. The details of the revenues are as follows:

Increase

2024 2023 (Decrease)

Amount %  Amount % Amount %

Generation $2,595.45 62 P£2,643.33 65 -47.88 -2

Transmission 379.93 9 290.93 7 89 31

System Loss 228.42 5 214.37 5 14.05 7

Distribution 929.55 22 836.74 21 92.81 11

Other pass-through 1 1 3.05 9
charges 36.64 33.59

Other revenues 37.21 1 25.68 1 11.53 45

Total $4,207.21 100 P4,044.64 100 P162.56 4

The generation charge, which accounted for 62% of the total revenues of
DECORRP, dropped by 2%. The cost of producing electricity decreased as a result of the
improvement in the supply situation in Luzon and the decline in global coal prices,
leading to lower cost of power sourced from the Wholesale Electricity Spot Market
(WESM) and GNPower Mariveles, a coal-fired power plant generation company.

The transmission charge, which was 9% of the total revenues, increased by 31%
due to higher ancillary service charges from additional capacity sourced by the National
Grid Corporation of the Philippines (NGCP).

DECORP’s average retail rate was P9.57 per kwh and £10.15 per kWh in 2024
and 2023, respectively. The decline in selling rate was due to lower generation charges
that negated the increase in transmission and other charges.

The following is a summary of customer volume and electricity sales categorized by
customer type for the years ending December 31, 2024 and 2023:

Electricity Sales
No. of Customers (in GWh) % Change
Customer No. of | Electricity
Type 2024 2023 2024 2023 | Customers Sales
Residential 128,241 | 125,181 260 230 2 13
Commercial 13,331 12,925 149 139 3 7
Industrial 36 33 78 71 9 9
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Streetlights 53 55 4 4 -4 -
Total 141,661 | 138,194 492 443 3 11

DECORP’s energy sales reached 492 GWh in 2024, reflecting an 11% increase
from the 443 GWh recorded in 2023.

The residential customer segment accounted for the largest share of DECORP’s
energy sales mix, at 53%, followed by the commercial and industrial segments at 30%
and 16%, respectively, while the streetlights made up the remaining 1%.

The energy consumption of the residential segment grew by 13%, or from 230 GWh
in 2023 to 260 GWh in 2024. This rise is attributed to the extended use of cooling
systems by residential customers, driven by the ElI Nifio phenomenon that lasted until
mid-2024. This phenomenon resulted in a warmer-than-average season, especially in
Northern Luzon, making it the warmest year on record.

Electricity sales in the commercial segment were 149 GWh, reflecting a 7% increase
from the 139 GWh in 2023. The growth was attributable to additional retail stores and
office facilities, supported by the resurgence of on-site operations within educational
institutions, dining establishments, and various other commercial domains.

The industrial segment’s sales went up by 9%, from 71 GWh in 2022 to 78 GWh in
2023, due to additional customers, which includes a home improvement construction
supply and retailer, a grocery and retail warehouse, and schools.

Costs and Expenses

The costs and expenses of DECORP for the year ended December 31, 2024
amounted to £3,753.56 million in 2024, an increase of 5% or 181.69 million from
£3,571.87 million in 2023. The costs and expenses are detailed in the table below:

Increase
2024 2023 (Decrease)
Amount % Amount % Amount %
Purchased power $3,165.23 84.3 £3,076.63 86 88.60 3
Depreciation 207.25 6 201.06 6 6.19 3
Salaries, wages, and
employee benefits 167.62 4 157.56 4.4 10.06 6
Taxes other than
income tax 67.77 2 23.95 0.6 43.82 183
Outside services 44.67 1.2 35.23 0.9 944 27
Repairs and
maintenance 18.62 04 17.86 0.5 0.76 4
Others 82.40 2.1 59.58 1.6 22.82 38
Total P3,753.56 100 P3,571.87 100 181.69 5

The cost of purchased power went up by 3% or 88.60 million from #3,076.63
million in 2023 to #3,165.23 million in 2024, in line with the fluctuations in the
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pass-through revenues. The increase was due to higher volume purchased and
transmission charges partially mitigated by the decline in the average generation cost.

Depreciation was £207.25 million in 2024, higher by £6.19 million or 3% from the
£201.06 million in 2023. This change is attributable to the completed projects during
the year.

Taxes other than income tax increased by 183%, equivalent to 43.82 million, due to
the change in the method of recognizing real property and local franchise taxes, where
charges are considered revenues and payments or remittances were recorded as
expenses.

The expenses for outside services were higher by 27%, equivalent to £9.44 million,
mainly due to the increase in the volume and the associated costs related to both bill
distribution and meter readings, including maintenance work on the line distribution
network carried out by third-party contractors.

The increase in repairs and maintenance expenses can be attributed to the higher
in-house maintenance requirements within the distribution network, particularly in areas
associated with the recently acquired distribution assets in San Fabian previously
managed by another distribution utility. It also includes higher software maintenance

Other expenses consist of professional fees, office supplies, rent, training, and other
expenses.

Statements of Financial Position

Increase
December 31 (Decrease)
2024 2023 Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment £3,879 3,847 P32 1
Other property and equipment 86 85 1 1
FVOCI 152 152 - -
Deferred tax assets 28 26 2 8
4,145 4,110 35 1
Current Assets
Cash and cash equivalents 2,180 887 1,293 146
Trade and other receivables 635 518 116 22
Financial assets at FVPL 184 175 9 5
Inventories 116 83 34 41
Prepayments and other current assets 66 77 11 -14

3,181 1,740 1,441 83
TOTAL ASSETS P7,326 P5,850 P1,476 25
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EQUITY AND LIABILITIES

EQUITY

Capital stock £1,466 £1,246 £220 18

Additional paid-in capital 1,142 189 953 504

Revaluation reserve 1,481 1,550 -69 -4

Remeasurement gain (loss) on retirement 3 3 -

benefits

Retained earnings

Appropriated 400 -400 -100

Unappropriated 1,551 832 719 86

5,642 4,220 1,422 34

LIABILITIES

Current liabilities

Trade and other payables 703 636 67 11

Dividends payable - - - -

Income tax payable 37 46 -9  -20
740 682 58 8

Noncurrent liabilities

Customers’ deposit 338 335 3 1

Deferred tax liabilities 519 539 -21 -4

Retirement benefits obligation 86 73 13 18
943 947 5 05

TOTAL EQUITY AND LIABILITIES P7,326 P5,850 P1,476 25

Changes in Financial Position

Utility plant and equipment and others closed at £3,965 million in 2024, a net
increase of 1% or P33 million from 3,932 million in 2023. The capital expenditures
amounted to £239.88 million for the expansion of distribution assets and the upgrade
and rehabilitation of the existing electrical facilities, including the purchase of service
vehicles and trucks to support the operation of DECORP. The additional expenditures
were offset by the depreciation of #207.25 million

Cash and cash equivalents went up by 146% or 1,293 million from 2887 million in
2023 to P2,180 million in 2024. The growth was due to the additional 635 million
derived from DECORP’s operational activities and £1,024 million from its financing
activities, which include the proceeds from DECORP’s initial public offering approved by
the Securities and Exchange Commission (SEC) on December 27, 2023. The proceeds
will be used for capital projects and investment of the Company detailed in its
Prospectus dated 22 December 2023, pages 23 to 32, attached in this report as Exhibit
A-1

The year-end trade and other receivables primarily reflect the December billing
cycle. The increase in receivables was attributable to the higher retail rate in December
2024 compared to December 2023.
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The capital stock increased by 18%, or 220 million from 1,246 million in 2023
to 1,466 million in 2024. The additional paid-in capital also went up by 504%, or 953
million from 189 million in 2023 to 1,142 million in 2024. The increase in capital stock
was due to the shares issued to the public by way of an initial public offering, in which
the SEC rendered the application of registration of shares effective on December 27,
2023. The excess of the proceeds from the issuance of shares over the par value was
credited to additional paid-in capital.

2023 compared with 2022
Results of Operations

The results of operations for the years ended December 31, 2023 and 2022 are
discussed below:

Condensed Statements of Income

For the Years Ended Increase

December 31 (Decrease)

2023 2022 | Amount %

Revenues $4,045 P4,678 -633 -13
Operating expenses 3,572 4,367 -795 -18
Other income, net of expenses 42 34 8 23
Income before income tax 515 345 170 49
Net income 372 241 131 54
Earnings per share (EPS) 29.85 19.37 10.48 54

Revenues

Revenues in 2023 went down by 13% or 633 million from the 4,678 million in
2022 to 4,045 million in 2023. The decrease was due to the lower costs of energy and
transmission services, which outweighed the increase in the volume of energy
distributed. The following are the details of revenues:

Increase

2023 2022 (Decrease)

Amount % Amount % Amount %

Generation $2,643 65 £3,188 68 -P645 -20

Transmission 291 7 394 8 -103  -26

System Loss 214 5 263 6 -49 -18

Distribution 837 21 793 17 44 6
Other pass-through

charges 34 1 8 0.1 25 302

Other revenues 26 1 32 0.7 -6 -20

Total P4,045 100 P4,678 100 -P633  -13
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In 2023, the Company’s generation revenues, which accounted for 65% of its total
revenues, went down by 20%. The addition of geothermal and solar power plants in
DECORP’s power suppliers’ portfolio during a period marked by high global coal prices
and supply constraints notably mitigated its generation charge.

The transmission revenues, accounting for 7% of the total revenues, also decreased
by 26%. The reduction in the cost of transmission services was due to the lower
ancillary service charges of NGCP.

DECORP’s average retail rate was £10.15 per kWh and £12.57 per kWh in 2023
and 2022, respectively. The decline in selling rate was due to lower generation and
transmission charges, which offset the increase in the volume of energy distributed.

The customer volume and energy sales for the years ended December 31, 2023 and
2022 are as follows:

Electricity Sales
No. of Customers | (in GWh) % Change
Customer No. of Electricity
Type 2023 2022 2023 2022 Customers | Sales
Residential 125,181 | 122,754 230 220 2 4.5
Commercial 12,925 12,604 139 129 3 7.8
Industrial 33 30 71 64 10 11
Streetlights 55 57 4 4 -4 -
Total 138,194 | 135,445 444 417 2 6.5

The Company’s energy sales rose to 444 GWh in 2023, a 6.5% increase from 417
GWh in 2022.

In 2023, the energy sales mix slightly shifted. The residential segment contributed
52% to total sales, down from 53% in 2022. The commercial segment remained steady
at 31%, while sales to the industrial segment increased from 15% to 16%. Streetlights
accounted for 1% of the total energy sales.

Sales to residential customers closed at 230 GWh in 2023, a 4.5% increase from the
220 GWh in 2022. The increase is attributable to a higher volume of customers in
addition to more frequent use of cooling systems in households as a result of the El
Nifilo phenomenon.

Sales to the commercial segment had a notable increase of 7.8%, rising from 129
GWh in 2022 to 139 GWh in 2023. This growth was largely driven by increased demand
in the real estate and educational sectors, as schools and other businesses resumed
face-to-face classes and onsite activities.

The energy consumption within the industrial segment rose by 11% as the volume of
customers under this group also increased by 10%
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Costs and Expenses

The costs and expenses of DECORP for the year ended December 31, 2023
amounted to ©3,751.87 million in 2023, a decrease of 18% or £795.37 million from
P4,367.24 million in 2023. The costs and expenses are detailed in the table below:

Increase
2023 2022 (Decrease)

Amount % Amount % Amount %
Purchased power £3,076.63 86 3,865.89 89 -789.26 -20
Depreciation 201.06 6 185.36 4 15.70 8.5
Salaries, wages, and
employee benefits 157.56 4.4 153.08 3.5 448 29
Taxes other than
income tax 23.95 0.6 52.44 1.2 -285 54
Outside services 35.23 0.9 35.93 0.8 -70 -1.9
Repairs and
maintenance 17.86 0.5 16.81 0.4 1.05 6
Others 59.58 1.6 57.73 1.3 1.85 3
Total P3,571.87 100 4,367.24 100 -795.37 -18

The cost of power decreased by 20%, equivalent to #789.26 million, bringing the
total down from £3,865.89 million in 2023 to 3,076.63 million in 2022. The decline
aligns with the fluctuation in the pass-through revenues, particularly in generation
charges. The lower average generation costs and transmission services offset the
increase in the volume of purchased energy.

Depreciation was higher by 8.5%, or 15.70 million, from the £185.36 million in
2022 to £201.06 million in 2023, due to the completed projects during the year

Taxes other than income tax include payments for registration fees, regulatory
supervision fees, licenses, business permits, local franchise taxes, real property taxes,
and other related taxes paid to the national and local governments except income tax.
This account decreased by £28.5 million, or 54%, due to the timing of real property tax
recognition. A payment of this tax intended for 2023 was recognized as an expense at
the time it was paid in 2022.

Outside Services comprise payments to third-party contractors for the issuance of
billing statements and notices, bill collection, meter reading, meter connection,
disconnection, security services, tree trimming, and distribution line maintenance. This
account decreased by £0.70 million or 2% due to the reduction in services availed for
disconnection of delinquent accounts.

The costs of repairs and maintenance were higher by £1.05 million, or 6%, due to
the higher maintenance costs of technological upgrades and infrastructure
improvements.
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Other expenses consist of professional fees, office supplies, rent, training, and other
expenses.

Statements of Financial Position

Increase
December 31 (Decrease)
2023 2022 Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment £3,847 3,813 P34 1
Other property and equipment 85 93 -8 -8
FVOCI 152 152 - -
Deferred tax assets 26 24 2 8
4110 4,082 28 0.7
Current Assets
Cash and cash equivalents 887 1,822 -935 -51
Trade and other receivables 518 755 -237  -31
Financial assets at FVPL 175 270 95 -35
Inventories 83 97 -14 14
Prepayments and other current assets 77 58 19 33
1,740 3,002 -1,262 -42
TOTAL ASSETS P£5,850 7,084 -P1,234 -17
EQUITY AND LIABILITIES
EQUITY
Capital stock P1,246 £1,246
Additional paid-in capital 189 189
Revaluation reserve 1,550 1,619 -69 -4
Remeasurement gain (loss) on retirement 3 -6 9 -150
benefits
Retained earnings
Appropriated 400 400 - -
Unappropriated 832 1,968 -1,136 -58
4,220 5,416 1,422 -22
LIABILITIES
Current liabilities
Trade and other payables 636 701 -65 -9
Dividends payable - - - -
Income tax payable 46 - 46 -
682 701 -19 -3
Noncurrent liabilities
Customers’ deposit 335 334 1 0.3
Deferred tax liabilities 539 561 -22 -4
Retirement benefits obligation 73 73 - -

947 967 -20 -2
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TOTAL EQUITY AND LIABILITIES P5,850 7,084 -P1,234 -17

Utility, plant and equipment was higher by 1%, or an equivalent net amount of P34
million, from 3,813 million in 2022 to 3,813 million in 2023, taking into account
depreciation. The capital investment in 2023 was 214 million, which was used for the
continuous expansion of the distribution assets to accommodate the growth in
customers, construction of 69 kV lines, and various land and building improvements.

Cash and cash equivalents decreased by 935 million or 51%, attributable to the
net cash provided by the operating activities of the Company amounting to 797 million,
reduced by its investment activities amounting to 132 million and payment of dividends
amounting to 1.6 billion.

Trade and other receivables decreased by 237 million or 31% compared to the 31
December 2022 balance. The decline attributed to the significant reduction in the cost of
generation charge, which accounts for 60% of the receivables billed to customers.

Prepayments and other current assets increased by £19 million or 33% due to the
payment of real property tax intended for 2023 in 2022.

On June 16, 2023, the Company approved the declaration of cash dividends
amounting to 1,600 million to stockholders of record as of June 15, 2023, payable on
various dates until September 29, 2023. As of December 31, 2023, the Company paid
in full the cash dividends amounting to 1,600 million.

The unappropriated retained earnings decreased by 1,136 million or 58% due to
the declaration and payment of cash dividends.

The total non-current liabilities decreased by £19.9 million or 2.07%, which can be
attributed to the reduction in deferred tax liabilities related to the realized revaluation of
appraisal increase through depreciation.

LIQUIDITY RISKS

The Company considers the following elements to constitute a risk to its capacity to
fulfill its commitments when they become due: a typhoon or other occurrence that would
constitute a force majeure, non-payment or delays in the payment by its customers, and
unexpected economic disruption.

The Company monitors and maintains a level of funds deemed adequate by
management to finance the Company’s operations and mitigate the effects of cash
flows. Any excess funds are placed with reputable banks to generate interest income.
As of December 31, 2025, the Company’s financial liabilities have contractual maturities
as follows:
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As of December 31, 2025
Due within one  Due beyond

year one year
Trade payables $251,278.35 | P -
Other payables 366,948,399 -
Customers’ deposits 184,354,840 337,846,798
P653,828,610 | P337,846,798

The Company does not foresee that it will have any cashflow or liquidity problems
within the next twelve (12) months from the date of this report.

The Company is not aware of any event that will trigger direct or contingent financial
obligations that are material to the Company, including default or acceleration of any
obligations.

The Company does not have any off-balance sheet transactions, arrangements,
obligations, including contingent obligations, and other relationships with unconsolidated
entities or other persons created during the relevant period.

The Company is not in default or breach of any note, loan, lease, or other
indebtedness or financing arrangement requiring it to make payments.

The Company is not aware of any trends, events, or uncertainties that have had or
that are reasonably expected to have a material favorable or unfavorable impact on net
sales, revenues, income from continuing operations.

The Company does not have any significant elements of income or loss that did not
arise from its continuing operations.

The Company does not have any seasonal aspects that had a material effect on the
financial conditions or results of operations.

ITEM 7. FINANCIAL STATEMENTS

The Audited Financial Statements of the Company as of and for the year ended
December 31, 2025 and the schedules listed in the accompanying index to
Supplementary Schedules are filed as part of this report (see Exhibit A-9)

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

The audited financial statements (AFS) of the Company, for the years ended
December 31, 2025 and 2024 have been audited by Diaz Murillo Dalupan and
Company.
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The Company has had no disagreements with its independent or external auditor on
any matter of accounting principles or practices, financial statements disclosure, or
auditing scope or procedure from the periods ending December 31, 2025 and 2024
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PART Ill. CONTROL AND COMPENSATION INFORMATION
ITEM 9. DIRECTORS AND EXECUTIVE OFFICERS
A. DIRECTORS, EXECUTIVE OFFICERS AND OTHER KEY PERSONNEL

1. DIRECTORS AND EXECUTIVE OFFICERS

The overall management and supervision of the Company is undertaken by its
Board of Directors. The Board of Directors is empowered to direct, manage, supervise
the affairs of the Company. As of December 31, 2025, the names of the incumbent
Directors and Executive officers of DECORP and their respective ages, citizenship,
current positions, periods of service and business experiences for the past five (5) years
are as follows

Directors

ANGELIQUE MAXIME L. LLAMES-JAMES
Filipino, 54 years old

Chairperson, Board of Directors

Director since 1996

Membership in the Board of Non-Listed Companies
e Veria Realty, Inc., Chairperson and President

e \eria Holdings Corporation, Director

e DECORP Solar Inc., Director

Ms. Angelique Maxime L. Llames-James has served as the Chairperson of the
Board of Dagupan Electric Corporation since 2022. When she joined the Company in
1996, she was elected as a member of the Board of Directors and appointed as
Assistant to the President until 2022. In 2023, in addition to being the Chairperson, she
also became the Vice President of the Company.

As a Board Member and Assistant to the President from 1996 to 2022, she was
among those who oversee and direct the business operations, set policies, and approve
business decisions.

RENE BERNARD L. LLAMES
Filipino/American’, 65 years old

Director since 2022

President and Chief Executive Officer (CEO)

Membership in the Board of Non-Listed Companies
e \eria Realty, Inc., Treasurer

e \/eria Holdings Corporation, Director

e DECORP Solar Inc., Director
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' A dual citizen by birth

Mr. Rene Bernard L. Llames, with a Ph.D. in Electrical Engineering, has served as a
member of the Board of Directors of the Company since 2002. In addition to being a
director, he was also the Treasurer of the Company until he was elected as its CEQO in
2021 and later became the President and CEO in 2022. Mr. LIames has also acted as
the Management Information System (“MIS”) Manager of the Company since 2002.

DEON PETER JAMES
South African, 65 years old
Director since 2004

Membership in the Board of Non-Listed Companies and other Organizations
Veria Holdings Corporation, Director

DECORP Solar Inc., Director

Private Electric Power Operators Association, Director

Cagayan Electric Power and Light Corporation, Director

Mr. Deon James, a Mechanical Engineer by profession, is a member of the Board of
Directors of the Company. He has been serving as a director since 2004. As a member
of the Board of the Company, he among other directors, is responsible for the
governance, oversight, and major decision-making, representing the interests of the
shareholders and stakeholders.

Mr. James worked for an electric utility company in South Africa as Generation
Power Station Engineering Manager and Distribution Regional Engineering Manager
from 1994 to 2003.

Mr. James became a director of the Philippine Electricity Market Corporation
(“PEMC”) from 2004 to 2019.

CYNTHIA IRENE L. LLAMES
Filipino, 59 years old
Treasurer

Director since 2002

Membership in the Board of Non-Listed Companies and other Organizations
e \Veria Realty, Inc., Corporate Secretary
e \/eria Holdings Corporation, Director

Ms. Cynthia Irene L. Llames, an Electrical Engineer by profession, is the Treasurer
of the Company. She was elected to the position of Treasurer in 2022. She joined the
Company in 1987 as Purchasing Specialist handling the requirements of the MIS
Department. In 2002, she was appointed as Corporate Secretary of the Company until
2021.

GEROMIN T. NEPOMUCENO, JR.



Filipino, 70 years old
Independent Director

Membership in the Board of Non-Listed Companies and other Organizations
Angeles Industrial Park, Inc., Chairman

Crismin Reaty Corporation, Chairman

M.S.N Foods Inc., Chairman

Angeles Ice Plant, Inc., President

Clark Electric Distribution Corp., Director
Angeles Power, Inc., Director and Treasurer
Raslag Corp., Vice-Chairman and Treasurer
TGN Realty, Inc., Director and Treasurer
Teresa Waterworks, Inc., Director and Treasurer
J Ten Equities, Inc., Director and Treasurer
Holy Angel University, Trustee

JDN Sons, Inc., Director

Wespan Development Corporation, Director

Geromin “Gerry” T. Nepomuceno, Jr. was recently elected as an independent
director in DECORP. Gerry is a graduate of Bachelor of Science in Mechanical
Engineering from De La Salle University and is a licensed mechanical engineer. He
holds a Master’s Degree in Business Management from the Asian Institute of
Management.

He has been the Chairman of the Board of Angeles Electric Corporation (“AEC”), a
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distribution utility recently registered with the SEC, since December 2019. He has vast

experience in the electric power industry having been the President of AEC from 2001

to 2019, and the Treasurer and Director of Angeles Power, Inc. from 1993 up to the
present. Gerry is an active member of the Executive Committee of the Board of

Trustees of Holy Angel University where he became the interim President from 2014 to

2015.

JOSE MARIA A. ABAYA
Filipino, 52 years old
Director

Membership in the Board of Non-Listed Companies and other Organizations
e Olongapo Electricity Distribution Company, Director and President
Cepalco Energy Services, Chairman

Mindanao Energy Systems, Inc., Director

Bubunawan Power Company, Inc., Director

[ J
[
[ J
e Minergy Power Corporaiton, Director

Mr. Jose Maria A. Abaya has been a member of the Board of Directors of the

Company since 2015.
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Mr. Abaya has served as Director for Cagayan Electric Power & Light Company, Inc.
since July 2010, and was elected as the Chairman of the Board in October 2020. He
has also been serving as Director and President of Olongapo Electricity Distribution
Company, Inc. since September 2012, as Chairman of Cepalco Energy Services since
July 2015, as Director of Mindanao Energy Systems, Inc. since May 2008, as Director of
Bubunawan Power Company, Inc. since January 2011, and Minergy Power Corporation
since May 2013.

ATTY. RANULFO M. OCAMPO
Filipino, 65 years old
Independent Director

Atty. Ranulfo M. Ocampo, a practicing lawyer, is a member of the Board of Director
of DECORP. He has been a Director since 2015. He is an independent director of the
Company.

Atty. Ocampo has been the President of the Private Electric Power Operators
Association since 2006. He also became a member of the National Renewable Energy
Board representing the private electric distribution utilities from December 2010 to June
2016.

Executive Officers and Other Key Personnel

ERWIN MARK A. GAVINO
Filipino, 56 years old
Corporate Secretary

Atty. Erwin A. Gavino is the Corporate Secretary of the Company. He was appointed
as Corporate Secretary in 2022. He is also the legal consultant of the Company since
2004.

Atty. Gavino is a practicing lawyer and is the Managing Partner of Divino & Gavino
Law Offices. He is also a member of the Board of Directors of companies engaged in
varied business lines, including: Spiderhook Capital Inc., Spiderhook Corporate
Governance Inc., Metro Kitchens Innovations, Inc., and Altus Capital Corporation.

RANDY F. CASTILAN
Filipino, 50 years old
Chief Operating Officer (COQO)

Randy Castilan has been the COO of the Company in 2024. He joined the
Company in 2001 as Legal Associate and became the Human Resources Manager in
2015 until 2024.
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As the COO, Mr. Castilan is primarily responsible for overseeing the reliable and
efficient distribution of electricity to customers.

JOSEPH F. CARINO
Filipino, 52 years old
Network Operations Manager

Mr. Joseph F. Carino, a registered Electrical Engineer, has been the Network
Operations Manager of the Company since 2019. He joined the Company in 1997 as
Cadet Engineer. In 2008, he became the Planning and Design Section Head of the
Company until he was promoted to Network Operations Manager in 2019.

As the Network Operations Manager, he oversees the safe and reliable operation of
the electric distribution network, including substations, transformers, power lines, and
related infrastructure.

GEMMA M. RECEL
Filipino, 49 years old
Retail Services Manager

Ms. Gemma M. Recel has been the Retail Services Manager of the Company since
January 2023. She joined the Company in 1999 as an accounting assistant. From 2005
to 2022, she held a variety of supervisory positions, serving as the Section Supervisor
for the Controls and Standards Section, Application and Customer Assistance Section,
Data Management Section, and the Customer Accounting Section.

As the Retail Service Manager, she oversees the efficient operations of the retail
business segment, which include customer acquisition, customer management,
metering service provision, power supply and service provision, account management,
and receivables management.

LILIAN D. SARALDE
Filipino, 52 years old
Finance Manager and Regulatory Compliance Officer

Ms. Lilian D. Saralde, a Certified Public Accountant, has been the Finance Manager
of the Company since March 2004. She joined the Company in 2004 as Accounting
Supervisor and in the same year became the Finance Manager. She is also the
Regulatory Compliance Officer and WESM Compliance Officer since 2008 and 2021,
respectively.

Ms. Saralde, as Finance Manager, oversees the Company’s financial operations,
including budgeting, financial planning, and regulatory compliance.
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ROCHELLE B. BAUTISTA
Filipino, 38 years old
Human Resources Manager

Rochelle B. Bautista has been recently appointed as the Human Resources
Manager. She joined the Company in May 2017 as Human Resources Officer, where
she supervised recruitment, learning and development, and organizational
development.

Ms. Bautista, as Human Resource Manager, oversees the workforce planning,
recruitment, development, and retention strategies.

EMMANUEL V. CABARIO
Filipino, 45 years old
Logistics Manager

Emmanuel V. Cabario, a Registered Electrical Engineer, has been recently
appointed as the Logistics Manager. He joined the Company in 2005, starting as a Line
Inspector. He progressed to a Cadet Engineer then later on the Construction Section
Engineer. In 2017, he became the Health, Environment, Safety, Security, and Quality
Section Head until he was appointed as Logistics Manager.

As Logistics Manager, Mr. Cabario, oversees the company’s Material Supply Chain
management, encompassing procurement, delivery, warehousing, and stocks
management.

1. FAMILY RELATIONSHIPS

The Company’s Chairperson, Angelique Maxime L. Llames-James, President and
CEO, Rene L. Llames, and Treasurer, Ms. Cynthia Irene L. Llames are brothers and
sisters.

The Company’s Director, Deon Peter James, is related to the Chairperson, Ms.
Angelique Maxime L. Llames-James, by marriage.

Aside from the foregoing, there are no other family relationships between other
directors, executive officers, or other persons nominated or chosen by the Company to
become directors or executive officers.

2. INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS

Within the past five (5) years, there has been no bankruptcy petition filed by or
against any business of which any of the foregoing named directors or executive
officers have been a general partner or executive officer at the time of the bankruptcy or
within two (2) years prior to that time.

None of the foregoing directors or executive officers have been convicted by final
judgment in any criminal proceeding nor involved in any pending criminal proceeding,
whether domestic or foreign in the past five (5) years up to the latest date.
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None of the foregoing directors or executive officers have been subject to any order,
judgment, or decree by any domestic or foreign court of competent jurisdiction,
permanently or temporarily barring, suspending, or otherwise limiting his involvement in
any type of business, securities, commodities, or banking activities in the past five (5)
years up to the latest date.

None of the foregoing directors or executive officers have been found by a domestic
or foreign court or tribunal of competent jurisdiction in a civil action, domestic or foreign
Exchange, or other market or self-regulatory organization to have violated a securities
or commodities law or regulation in the past five (5) years up to the latest date.

3. Resignation of Directors

To date, no director has resigned or declined to stand for re-election for the Board
due to any disagreement with the Company relative to the Company’s operations,
policies, and practices.

ITEM 10. EXECUTIVE COMPENSATION

COMPENSATION
Year Other Annual
Name and Position Covered | Salary Bonus Compensatio
n
Angelique Maxime L. 2023 3,300,000 500,000 61,278
Llames-James, 2024 3,600,000 988,800 36,600
Chairperson and Vice 2025
President 4,250,000 | 1,126,000 47,600
Rene L. Llames 2023 3,582,118 738,000 43,678
President and CEO 2024 3,600,000 951,000 14,850
2025 4,250,000 | 1,126,000 16,200
Cynthia Irene L. Llames 2023 825,000 125,000 53,878
Treasurer 2024 900,000 150,000 35,400
2025 1,192,500 195,000 44,750
All other officers as a group | 2023 14,246,289 | 2,958,749 551,008
2024 13,689,392 | 2,993,436 654,513
2025 14,388,556 | 3,224,327 790,957

COMPENSATION OF DIRECTORS

Standard Arrangements

The directors receive a per diem of Fifteen Thousand Pesos (15,000.00) for each

meeting attended.

Pursuant to the Company’s Manual on Corporate Governance, which was approved
by the Company on 02 October 2023, the Company shall have three (3) committees
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namely, the Corporate Governance Committee, Board Risk Oversight Committee, and
Audit Committee. The Committee chairpersons and committee members shall be
entitled to a per diem of Ten Thousand Pesos (10,000.00) for each meeting attended.

No other compensation, in any form, is paid to the directors for the services they
provide as directors of the Company.

The total per diems received by each director for the years 2024 and 2025 are
shown below:

Name Position 2024 2025

Angelique Maxime L. Chairperson and Vice

Llames-James President 45,000 | 60,000
Rene L. Llames President and CEO 45,000 | 60,000
Cynthia Irene L. Llames Treasurer 45,000 [ 60,000
Deon Peter James Director 45,000 | 60,000
Jose Maria A. Abaya Director 45,000 | 30,000
Ranulfo M. Ocampo Independent Director 45,000 | 40,000
Geromin T. Nepomuceno Jr. | Independent Director 45,000 | 30,000

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

On December 27, 2023, the SEC approved the registration of the Company’s
Fourteen Million Six Hundred Sixty-Two Thousand (14,662,000) common shares, of
which Two Million Two Hundred Thousand (2,200,000) shares were issued and offered
for sale to the public by way of an initial public offering that was concluded in February
2024. The Company’s holders of its sole class of common equity increased to 55 after

the completion of the public offering.

The table below shows the security ownership of more than 5% of the Company’s
voting shares as of December 31, 2025:

Name of Name of Percent of

Record Owner, Beneficial Number Total

Address, and Owner and of Shares | Issued and

Relationship Type of | Relationship Held Outstandin

with the Issuer | Share with Record Citizenshi g Shares
Owner p

Rene Bernard | Commo [ Rene Bernard L. | Filipino/ 3,606,006 24.59%

L. Llames, 103 [ n Llames - record | American

Mother Ignacia owner

Ave. Quezon

City, President

and CEO
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Cynthia Irene Commo | Cynthia Irene L. | Filipino 3,606,004 24.59%

L. Llames, 103 | n Llames - record

Mother Ignacia owner

Ave. Quezon

City, Treasurer

and Director

Angelique Commo | Angelique Filipino 3,606,003 24.59%

Maxime L. n Maxime L.

Llames-James, Llames-James -

103 Mother record owner

Ignacia Ave.

Quezon City,

Chairperson

and Director

Deon Peter Commo | Deon Peter South 803,292 5.48%

James, n James - record African

103 Mother owner

Ignacia Ave.

Quezon City,

Director

Total 11,621,30 79.25%
5

SECURITY OWNERSHIP OF MANAGEMENT
As of December 31, 2025, the securities owned beneficially, directly or indirectly,
by directors and executive officers of DECORP are as follows:

Owner

Name of Beneficial

Type of
Share
Held

Number of
Shares and
Nature of
Beneficial
Ownership

Citizenship

Percent
of Class

Rene Bernard L. Llames

Common

3,606,006
shares; direct
ownership

Filipino

24.59%

Cynthia Irene L. Llames

Common

3,606,004
shares; direct
ownership

Filipino

24.59%

Llames-James

Angelique Maxime L.

Common

3,606,003
shares; direct
ownership

Filipino

24.59%

Deon Peter James

Common

803,292 shares;

direct ownership

Filipino

5.48%

Jose Maria A. Abaya

Common

378,310 shares;
direct ownership

Filipino

2.58%
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direct ownership

Ranulfo M. Ocampo Common | 84,071 shares; Filipino 0.57%
direct ownership

Geromin T. Common | 1 share; direct Filipino 0%

Nepomuceno Jr. ownership

Randy F. Castilan Common | 50,000 shares; Filipino 0.34%

VOTING TRUST

There are no voting trust holders in respect of more than five percent (5%) of the

Company’s voting shares.

CHANGE IN CONTROL ARRANGEMENTS
There are no contracts, agreements, or arrangements with respect to the issued and

outstanding shares which will result in a change in the control of the Company.

ITEM 12. CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Except with respect to the Related Party Transactions as discussed in Note 16 to the
audited financial statements as at December 31, 2025 and 2024 and for each of the
three (3) years in the period ended December 31, 2025, there was no transaction during
the last three years involving DECORP in which any of its directors or executive officers,

any nominee for election as director, or security holder owning 10% or more of

DECORP’s total outstanding shares and members of their immediate family had a

material interest.
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PART IV. CORPORATE GOVERNANCE

ITEM 13. CORPORATE GOVERNANCE
The Company has always been dedicated in upholding a sound corporate
governance even before adopting its Manual on Corporate Governance (the “Manual”).

The Company, with the intention of strengthening its corporate governance
standards to be comparable with or exceed the leading standards adopted the Manual
on 02 October 2023 in compliance with SEC Memorandum Circular No. 24, Series of
2019.

Board Composition

The Board consists of seven (7) members, each elected by the common
stockholders during the Annual Stockholders’ Meeting (ASM). The Board members
hold office for one (1) year until their successors are duly elected and qualified in
accordance with the amended by-laws of the Company. The Company’s Board is a
combination of executive and non-executive that are possessed with qualifications and
stature that enable them to effectively participate in the deliberations of the Board.

The Board includes two (2) independent directors selected based on the
independence criteria as set forth under the SEC’s revised Securities Regulation Code
and implementing rules and regulations, and the Company’s Manual of Corporate
Governance (MCG).

Board Committees

The Board, to enhance its effectiveness in fulfilling its oversight responsibilities and aid
in ensuring compliance with the principles of good corporate governance, shall establish
and maintain the following board committees: 1.) the Corporate Governance
Committee; 2.) the Board Risk Oversight Committee; and 3.) the Audit Committee

As of December 31, 2024, the Board has yet to appoint the members of the above
Committees.

Board Assessment

The Board shall conduct an annual assessment of its performance, including the
performance of the Chairman, individual members and committees. The Corporate
Governance Committee shall oversee the assessment/evaluation process.

Every three (3) years, as far as practicable, the assessment may be supported by an
external facilitator. The external facilitator can be any independent third party such as,
but not limited to, a consulting firm, academic institution or professional organization
appointed by the Board.

The Board assessment system shall provide a criteria and process to determine the
performance of the Board, individual directors and committees. The system shall allow
for a feedback mechanism from shareholders.
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Compliance Measures

The Compliance Officer plays a pivotal role in ensuring that the Company adheres to all
applicable laws and regulations, and that it operates within its boundaries while
upholding the highest ethical standards. Duties and responsibilities are as follows:

1. Design, implement, and oversee the Company’s compliance programs and
policies to ensure adherence to all relevant laws and regulations.

2. Conduct regular risk assessments to identify potential compliance risks and
develop strategies to mitigate them.

3. Stay updated on changes in laws, regulations, and industry standards that could
impact the Company’s operations.

4. Prepare and present compliance reports to the Board and report on compliance
issues, investigations, and corrective actions taken.

5. Conduct or oversee internal investigations into alleged compliance violations,
including fraud, misconduct, or breaches of policies and procedures.

6. Coordinate with external auditors and regulatory authorities during compliance
audits and inspections.

7. Oversee and promote the Company’s code of conduct and ethics policies.

8. Foster a culture of compliance within the Company and promote ethical
behavior and accountability at all levels.

Deviation from Corporate Governance Practices

The Company is still in the process of establishing policies and procedures required
under its Corporate Governance Manual, nonetheless, there are no major deviations
noted.

Improvement of Corporate Governance Practices
The Company has continually worked to improve its corporate governance system
so that it complies with the national regulatory agencies and best practices.

The Board sees corporate governance as a crucial component of the Company’s
corporate identity. The Company is thus committed to a process of continual
improvement, guided by best practices and the evolving needs of shareholders and
stakeholders. Governance practices will continue to contribute to the long-term success
and sustainability of the Company.

The Board remains dedicated to upholding a culture of accountability, ethical conduct,
and responsible leadership.



PART V. EXHIBITS AND SCHEDULES

ITEM 14. EXHIBITS AND REPORTS ON SEC FORM 17-C
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A. EXHIBITS
Particulars Reference
Plan of Acquisition, Reorganization, Arrangement, Liquidation NA
1 or Succession
Instruments Defining the Rights of Security Holders, Including NA
2 Indentures
3 | Voting Trust Agreement NA
Annual Report to Security Holders, Form 17-Q or Quarterly See Index to
4 | Report to Security Holders Exhibit “A”
5 [ Letter re: Change in Certifying Accountant NA
6 | Letter re: Change in Accounting Principles NA
7 Report Furnished to Security Holders NA
8 | Subsidiaries of the Registrant NA
Published Report Regarding Matters Submitted to Vote of NA
9 [ Security Holders
10 | Consents of Experts and Independent Counsel NA
11 | Power of Attorney NA
12 | Additional Exhibits NA




B. REPORTS ON SEC FORM 17-C

The Company filed the following reports on SEC Form 17-C in 2025
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Date of Report

Description

Reference

19 May 2025

The amendment of Article Il, paragraph 3 the
Corporation’s By Laws regarding the preparation
and sending to each stockholder the written or
printed Notice of Meetings for every regular or
special meeting by electronic mail, courier, regular
mail, or personal delivery, not less that twenty one
days prior to the date set for such meeting, and if
for a special meeting, such notice shall state the
object or objects of the same.

Exhibit “B-1"

19 May 2025

The Corporation has resolved to amend the article
THIRD of its Articles of Incorporation that the
place where the principal office of the Corporation
is

to be established or located at A.B. Fernandez
West, Poblacion Oeste, Dagupan City, Province
of Pangasinan.

Exhibit “B-2”

19 May 2025

Establishment of the Board Risk Oversight
Committee, in addition to

the Corporate Governance Committee, and the
Internal Audit Committee. The Corporation
resolved that each committee shall be chaired
exclusively by an independent director, and no
independent director shall concurrently chair two
or more committees.

Exhibit “B-3”

19 May 2025

The Corporation shall declare that a cash
dividend of forty percent (40%) of the net income
from the fiscal year 2024, amounting to P10.06
per share, or a total of P147,555,607.20, payable
by the end of July 2025 to all stockholders of
record of the

Corporation as of December 31, 2024.

Exhibit “B-4"

9 June 2025

Advisory about the issuance of Certificate of
Incorporation of DECORP Renewables Inc. with
Company Registration Number
2025060203931-15, wherein Dagupan Electric
Corporation subscribed to 3,470,000 common
shares of stock, with a par

value of P100.00 per share, and with a fully
paid-up subscription in the amount of
P347,000,000.00.

Exhibit “B-5"
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the
Corporation Code, this report is signed on behalf of the issuer by the undersigned,

thereunto duly authorized, in the City of QUEZON-CITY on ”w 152026
20__. .

By:

e/ e
ANGELIQUE MAXIME

Chairperson of the Board

%ﬁ‘ly{aw*/

CYNTHIA IRENE L. LLAMES
Treasurer

Rene Llasnea

RENE BERNARD L. LLAMES
Pr $ident and CEO

. LLAMES-JAMES

LILIAN D. SARALDE
Finance Manager

SUBSCRIBED AND SWORN to before me this day of MAY 19 %‘ﬁ
affiant(s) exhibiting to me the following documents

COMPETENT
EVIDENCE OF
NAMES IDENTITY VALID UNTIL PLACE OF
ISSUE
Angelique Maxime L. | Driver’s License No. 30 June 2032 Quezon City
Llames-James N02-91-162837
Rene Bernard L. Driver’s License No. 28 July 2032 Quezon City
Llames X01-05-002065
Cynthia Irene L. UMID No. CRN-0111- Quezqn City
Llames 3759385-8
Lilian D. Saralde Driver’s License No. 12 March 2032 | Quezon City
N25-12-005017

1. 4

ATTY. B 'd !i:! PEKAS

NOTARY PG ) QUEZON CITY
poc. No._{lu d ADM. MARGRMeNP-171 VALID UNTIL DEC. 31, 2026
age No. ; ROV 1 OF ATTORNEY,NQ. 66393/TIN 289-467 753
Book No IKP NO 576803 nﬂNﬂgaWa, sPubdiqurzon aTy

i . : MCLE NO. VI1I-0013054, VALID UNTIL 14/APR, 2028

i ot e d PTR NO. 10438701, JANUARY 5, 2026, MARIKINA CITY

»03 EDSA DIAMOND FINANCE, CUBAO, Q.C.
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the
Corporation Code, this report is signed on béﬁélff‘”o“ff.';ﬁfé'"jg:gﬁ?r by the undersigned,

thereunto duly authorized, in the City of : ARl oNA &= Mavs oa
20 e - TITIAT 202
— ———
By:
LD
ERWIN MARK A. GAVINO
Corporate Secretary
15 MAY 76

SUBSCRIBED AND SWORN to before me this day of 20

affiant(s} exhibiting to me the following documents
COMPETENT
EVIDENCE OF
NAMES IDENTITY VALID UNTIL PLACE OF
' ISSUE
Erwin Mark A. Gavino | PP No. P2303713C 08 Nov. 2032 DFA Manila
Notary Public
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THE SEC HEADQUARTERS 7207 Makati Avenue, Saleeds Village, Bal-Air, Makati City
1209 Trunk Ling No:02-5322-7696 Emall Us www.sec.gov ahimessagemoisec.gov.ph

The following document has been received:

Receiving: RICHMOND CARLOS AGTARAP
Receipt Date and Time: May 13, 2025 04:31:57 PM

Company Information

EXHIBIT-A1
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SEC Registration No.: 0000018890

Company Name: DAGUPAN ELECTRIC CORP.
Industry Classification: E40100

Company Type: Stock Corporation

Document Information

Document ID: OST10513202583316998
Document Type: Notice of Inability to File AR or QR
Document Code: SEC_Form_17-L

Period Covered: May 13, 2025

Submission Type: As needed

Remarks: None

Acceptance of this document is subject to review of forms and contents



COVER SHEET

for
NOTIFICATION OF INABILITY TO FILE OR ANY PORTION OF SEC FORM 17-A OR 17-Q

SEC Registration Number

118(8|9(0

COMPANY NAME

D(A[{GJU|P|A[N EIL|E|C|T|RjI|C CI|OJR{P[O[R|[A[T|I|O|N

PRINCIPAL OFFICE (No./Street/Barangay / City / Town / Province)

A|B FIE[R{N|JA[N]D|E|Z S|T DIA|GJU|P|[A]|N ClI|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable
17] - | L S |[E |C
| COMPANY INFORMATION ]
Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
§5 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number
Lilian D. Saralde Ids@decorp.com.ph (632) 8374 3039 9285066639
L CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated :

2 : ANl Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.




SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:

Form 17-A { ] Form 17-Q [Y]

Period-Ended Date of required filing March 31, 2025

Date of this report May 15, 2025

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates;: SEC FORM 17-Q

1.

3.

SEC ldentification Number 18890 2. BIR Tax Identification No. 000-202-524

DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

Industry Classification Code: | (SEC Use Only)

AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

(632) 83743039

Issuer's telephone number, including area code

NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

. Are any of the issuer’s securities listed on a Stock Exchange?

Yes|[ ] No[ v']
If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ ]

(b) The subject annual report on SEC Form 17-A, or portion thereof, wil! be filed on or before the
fifteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. [v]

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

The request to file the 17-Q beyond the prescribed period is to allow us sufficient time to complete the
report for the first quarter of 2025.

Part Il - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v] No [ ] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes [ ] No [v]
If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the resuits cannot be made.

SEC Form 17-L Instructions 2
February 2001



SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

R_M«_L-Ad»-\d‘

RENE L. LLAMES
President and CEO

Date: May 13, 2025

SEC Form 17-L. Instructions 3
February 2001
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THE SEC HEADQUARTERS 7207 Makati Avenue, Saleeds Village, Bal-Air, Makati City
1209 Trunk Ling No:02-5322-7696 Emall Us www.sec.gov ahimessagemoisec.gov.ph

The following document has been received:

Receiving: Ma. Theresa Mabuyo
Receipt Date and Time: April 14, 2025 03:47:53 PM

Company Information

EXHIBIT-A2
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SEC Registration No.: 0000018890

Company Name: DAGUPAN ELECTRIC CORPORATION
Industry Classification: E40100

Company Type: Stock Corporation

Document Information

Document ID: OST10414202583169349
Document Type: Notice of Inability to File AR or QR
Document Code: SEC_Form_17-L

Period Covered: December 31, 2024

Submission Type: As needed

Remarks: None

Acceptance of this document is subject to review of forms and contents



7/4/24, 12:01 PM Dagupan Electric Corporation Mail - MSRD_Dagupan Electric Corporation_SEC Form 17-A and SEC Form 17-L_17May2024

Dagupan
Electric Lilian Saralde <Ids@decorp.com.ph>
Corporation

MSRD_Dagupan Electric Corporation_SEC Form 17-A and SEC Form 17-
L_17May2024

2 messages

Lilian Saralde <lds@decorp.com.ph> Fri, May 17, 2024 at 3:12 PM
To: ictdsubmission@sec.gov.ph, MSRD Submission <msrdsubmission@sec.gov.ph>

Securities and Exchange Commission
Submitting the following reports:
SEC Form 17 A ( 2023 Annual Report) of Dagupan Electric Corporation

SEC Form 17 L

Regards,

Lilian Saralde
Dagupan Electric Corporation (DECORP)
Tel No. (632) 8374 3040

E SEC FORM 17-A 2023.pdf

3 attachments

ﬂ SEC FORM 17-L-2023.pdf
1919K

sec-form-17-a-Exhibit A-1-Final Prospectus dated 22 December 2023.pdf
1595K

sec-form-17-a-Exhibit A-2-DECORP-AFS-2023.pdf
2642K

ICTD Submission <ictdsubmission+canned.response@sec.gov.ph> Fri, May 17, 2024 at 3:13 PM
To: Ids@decorp.com.ph

Thank you for reaching out to ictdsubmission@sec.gov.ph!

Your submission is subject for Verification and Review of the Quality

of the Attached Document only for Secondary Reports. The Official Copy
of the submitted document/report with Barcode Page (Confirmation
Receipt) will be made available after 7 working days via order through
the SEC Express at https://secexpress.ph/. For further clarifications,
please call (02) 8737-8888.

NOTICE TO

COMPANIES

Please be informed of the reports that shall be filed only through
ictdsubmission@sec.gov.ph.

https://mail.google.com/mail/u/0/?ik=dabc4f2906 &view=pt&search=all&permthid=thread-a:r-8574671816934221532&simpl=msg-a:r629686845751035... 1/2


https://drive.google.com/file/d/1tqVp1dHS4fqg5-eGovG5KUaxTm5hfXzX/view?usp=drive_web
https://mail.google.com/mail/u/0/?ui=2&ik=dabc4f2906&view=att&th=18f856591f27ea76&attid=0.1&disp=attd&realattid=f_lwa56t1d2&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=dabc4f2906&view=att&th=18f856591f27ea76&attid=0.1&disp=attd&realattid=f_lwa56t1d2&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=dabc4f2906&view=att&th=18f856591f27ea76&attid=0.2&disp=attd&realattid=f_lwa5atil1&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=dabc4f2906&view=att&th=18f856591f27ea76&attid=0.2&disp=attd&realattid=f_lwa5atil1&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=dabc4f2906&view=att&th=18f856591f27ea76&attid=0.3&disp=attd&realattid=f_lwa5b37l2&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=dabc4f2906&view=att&th=18f856591f27ea76&attid=0.3&disp=attd&realattid=f_lwa5b37l2&safe=1&zw
mailto:ictdsubmission@sec.gov.ph
https://secexpress.ph/
mailto:ictdsubmission@sec.gov.ph

7/4/24, 12:01 PM Dagupan Electric Corporation Mail - MSRD_Dagupan Electric Corporation_SEC Form 17-A and SEC Form 17-L_17May2024

Pursuant to SEC MC Circular No. 3 s 2021, scanned copies of the

printed reports with wet signature and proper notarization shall be

filed in PORTABLE DOCUMENT FORMAT (pdf) through email at
ictdsubmission@sec.gov.ph such as the following SECONDARY REPORTS:

1.17-A 6. ICA-QR 11. IHAR 16. 39-AR 21. Monthly Reports
2.17-C 7. 23-A 12. AMLA-CF 17. 36-AR 22. Quarterly Reports
3.17-L 8. 23-B 13. NPM 18. PNFS 23. Letters

4.17-Q 9. GIS-G 14. NPAM 19. MCG 24. OPC (Alternate Nominee)
5. ICASR 10. 52-AR 15.BP-FCLC 20.S10/SEC-NTCE-EXEMPT

Further, effective 01 July 2023, the following reports shall be
submitted through https://efast.sec.gov.ph/user/login.

1. FORM MC 18 7. Completion Report

2. FORM 1 - MC 19 8. Certificate-SEC Form MCG- 2009

3. FORM 2- MC 19 9. Certificate-SEC Form MCG- 2002, 2020 ETC.

4. ACGR 10. Certification of Attendance in Corporate Governance

5. I-ACGR 11. Secretary's Certificate Meeting of Board Directors
(Appointment)

6. MRPT
Please be informed that the submission of the abovementioned eleven
(11) reports through the ictdsubmission@sec.gov.ph shall no longer be
accepted. For further information, please access this link Notice for
guidance on the filing of reports:

Likewise, the following reports shall be filed through the Electronic
Filing and Submission Tool (eFAST) at
https://efast.sec.gov.ph/user/login :

1.AFS 7. IHFS 13. SSF

2. GIS 8. LCFS 14. AFS with Affidavit of No Operation

3. BDFS 9. LCIF 15. AFS with NSPO Form 1,2, and 3

4. FCFS 10. OPC_AO 16. AFS with NSPO Form 1,2,3 and 4,5,6
5. FCIF 11. PHFS 17. FS - Parent

6. GFFS 12. SFFS 18. FS — Consolidated

For the submission and processing of compliance in the filing of
Memorandum Circular No. 28 Series of 2020, please visit this link —
https://apps010.sec.gov.ph/

For your information and guidance.

Thank you.

https://mail.google.com/mail/u/0/?ik=dabc4f2906 &view=pt&search=all&permthid=thread-a:r-8574671816934221532&simpl=msg-a:r629686845751035... 2/2


mailto:ictdsubmission@sec.gov.ph
https://efast.sec.gov.ph/user/login
https://efast.sec.gov.ph/user/login
mailto:ictdsubmission@sec.gov.ph
https://efast.sec.gov.ph/user/login
https://efast.sec.gov.ph/user/login
https://apps010.sec.gov.ph/

COVER SHEET

for
NOTIFICATION OF INABILITY TO FILE OR ANY PORTION OF SEC FORM 17-A OR 17-Q

SEC Registration Number

118[(8]9]|0

COMPANY NAME
D(A|G|U|P|A|N E{L|E[C|T|R]|I]|C C|O|[R|P|O|R|A|[T|[I]|O|N

PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province)

A|B FIE|R|N|A[N|D|E|Z S|T D/A|G|[U|P|A|N ClI|T]Y

Form Type Department requiring the report Secondary License Type, If Applicable
17 - | L S |[E |C
[ COMPANY INFORMATION ]
Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month | Day) Fiscal Year (Month / Day)
55 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number
Lilian D. Saralde Ids@decorp.com.ph (632) 8374 3039 9285066639
CONTACT PERSON's ADDRESS ]

VERIA | Bldg., 62 West Avenue, Quezon City
Note 1 : in case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated
2 : Al Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for its
deficiencies.




SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:

Form 17-A[ v ] Form 17-Q [ ]
Period-Ended Date of required filing December 31, 2023
Date of this report April 15, 2024

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates: SEC FORM 17-A

1. SEC ldentification Number 18890 2. BIR Tax ldentification No. 000-202-524

3. DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

4. DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

5. Industry Classification Code: l:l (SEC Use Only)

6. AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

7. (632) 83743039

Issuer’s telephone number, including area code

8. NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

9. Are any of the issuer’s securities listed on a Stock Exchange?
Yes[ ] No[ v]

If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ v']

(b) The subject annual report on SEC Form 17-A, or portion thereof, will be filed on or before the
fiteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. []

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

Considering that the audit of the financial statements and related disclosures for the year ending
December 31, 2023 was completed on April 30, 2024, the Company was unable to submit SEC Form 17-
A within the prescribed period. Furthermore, we need sufficient time to prepare this report after the audit
was finished.

Part lll - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Dagupan Electric Corporation

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v'] No [] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes [ ] No [V]

SEC Form 17-L Instructions 2
February 2001



If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the results cannot be made.

SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

RENE L. LLAMES
President and CEO

Date: May 17, 2024

SEC Form 17-L Instructions 3
February 2001
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THE SEC HEADQUARTERS 7207 Makati Avenue, Saleeds Village, Bal-Air, Makati City
1209 Trunk Ling No:02-5322-7696 Emall Us www.sec.gov ahimessagemoisec.gov.ph

The following document has been received:

Receiving: DONNA ENCARNADO
Receipt Date and Time: August 13, 2025 06:50:30 PM

Company Information

SEC Registration No.: 0000018890

Company Name: DAGUPAN ELECTRIC CORPORATION
Industry Classification: E40100

Company Type: Stock Corporation

Document Information

Document ID: OST10813202583656826
Document Type: Notice of Inability to File AR or QR
Document Code: SEC_Form_17-L

Period Covered: June 30, 2025

Submission Type: As needed

Remarks: None

Acceptance of this document is subject to review of forms and contents



COVER SHEET

for
NOTIFICATION OF INABILITY TO FILE OR ANY PORTION OF SEC FORM 17-A OR 17-Q

SEC Registration Number

1(8|18]9(0

COMPANY NAME

D|A[G|U|P|[A]|N E(L|E|C|T|R|I]|C C|O|R|(P|O(R|A|[T|I]|O|N

PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province)

A|B FIE|R[N|JA[N|D|E|Z S|T DIA[G|U|[P|A|N ClI|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable

17| - | L S [E |C

COMPANY INFORMATION

Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
54 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number

Lilian D. Saralde lds@decorp.com.ph (632) 8374 3039 9285066639

CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated

2 : All Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.


mailto:decorp@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:lds@decorp.com.ph
mailto:lds@decorp.com.ph
mailto:lds@decorp.com.ph
mailto:lds@decorp.com.ph
mailto:lds@decorp.com.ph
mailto:lds@decorp.com.ph
mailto:decorp@decorp.com.ph
mailto:lds@decorp.com.ph

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:
Form 17-A [ ] Form 17-Q [V]
Period-Ended Date of required filing June 30, 2025

Date of this report Auqust 13, 2025

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates: SEC FORM 17-Q

1. SEC Identification Number 18890 2. BIR Tax Identification No. 000-202-524

3. DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

4. DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

5. Industry Classification Code: |:| (SEC Use Only)

6. AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

7. (632) 83743039

Issuer’s telephone number, including area code

8. NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

[(e]

. Are any of the issuer’s securities listed on a Stock Exchange?
Yes[ ] No[ v']
If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ ]

(b) The subject annual report on SEC Form 17-A, or portion thereof, will be filed on or before the
fifteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. [v]

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

The request to file the 17-Q beyond the prescribed period is to allow us sufficient time to complete the
report for the second quarter of 2025.

Part lll - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v] No [ ] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes []1] No [v]
If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the results cannot be made.

SEC Form 17-L Instructions 2
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SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

RENE L. LLAMES
President and CEO

Date: August 13, 2025
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Tel; (B32] B18:-0921 Fax: (6§32} A18-5293 Email; mis@sac.gov.ph

The following document has been received:

Receiving: DONNA ENCARNADO
Receipt Date and Time: November 07, 2025 11:16:22 AM

Company Information

SEC Registration No.: 0000018890

Company Name: DAGUPAN ELECTRIC CORPORATION
Industry Classification: E40100

Company Type: Stock Corporation

Document Information

Document ID: OST11107202583811455
Document Type: Notice of Inability to File AR or QR
Document Code: SEC_Form_17-L

Period Covered: September 30, 2025

Submission Type: As needed

Remarks: None

Acceptance of this document is subject to review of forms and contents



COVER SHEET

for
NOTIFICATION OF INABILITY TO FILE OR ANY PORTION OF SEC FORM 17-A OR 17-Q

SEC Registration Number

1(8|18]9(0

COMPANY NAME

D|A[G|U|P|[A]|N E(L|E|C|T|R|I]|C C|O|R|(P|O(R|A|[T|I]|O|N

PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province)

A|B FIE|R[N|JA[N|D|E|Z S|T DIA[G|U|[P|A|N ClI|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable

17| - | L S [E |C

COMPANY INFORMATION

Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
54 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number

Lilian D. Saralde lds@decorp.com.ph (632) 8374 3039 9285066639

CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated

2 : All Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:
Form 17-A [ ] Form 17-Q [V]

Period-Ended Date of required filing September 30, 2025

Date of this report November 7, 2025

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates: SEC FORM 17-Q

1. SEC Identification Number 18890 2. BIR Tax Identification No. 000-202-524

3. DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

4. DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

5. Industry Classification Code: |:| (SEC Use Only)

6. AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

7. (632) 83743039

Issuer’s telephone number, including area code

8. NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

[(e]

. Are any of the issuer’s securities listed on a Stock Exchange?
Yes[ ] No[ v']
If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ ]

(b) The subject annual report on SEC Form 17-A, or portion thereof, will be filed on or before the
fifteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. [v]

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

The request to file the 17-Q beyond the prescribed period is to allow us sufficient time to complete the
report for the third quarter of 2025.

Part lll - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v] No [ ] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes []1] No [v]
If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the results cannot be made.

SEC Form 17-L Instructions 2
February 2001



SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

RENE L. LLAMES
President and CEO

Date: November 7, 2025

SEC Form 17-L Instructions 3
February 2001
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THE SEC HEADQUARTERS 7207 Makati Avenue, Saleeds Village, Bal-Air, Makati City
1209 Trunk Ling No:02-5322-7696 Emall Us www.sec.gov ahimessagemoisec.gov.ph

The following document has been received:

Receiving: Ma. Theresa Mabuyo
Receipt Date and Time: May 20, 2025 03:32:50 PM

Company Information

EXHIBIT-A5

SEC Registration No.: 0000018890

Company Name: DAGUPAN ELECTRIC CORP.
Industry Classification: E40100

Company Type: Stock Corporation

Document Information

Document ID: OST10520202583376256
Document Type: Quarterly Report
Document Code: SEC_Form_17-Q
Period Covered: March 31, 2025
Submission Type: Original Filing
Remarks: None

Acceptance of this document is subject to review of forms and contents



COVER SHEET

for

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(B) THEREUNDER

SEC Registration Number

1{8(8]9]0

COMPANY NAME

DIA|G|U|P|A|N EIL|E|C|T|R]I1]|C C[O[R[P[O|[R[A|T|I]|O|N

PRINCIPAL OFFICE ( No./ Street/Barangay/ City / Town / Province)

A|B FIE|R[N[A[N|D|E|Z S| T DIA|G|U|P|A|N ClI|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable
171 - | Q S |E |C
COMPANY INFORMATION
Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3040 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
55 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation
Name of Contact Person Email Address Telephone Number/s Mobile Number

Lilian D. Saralde lds@decorp.com.ph (632) 8374 3040 9285066639

CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City
Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated

2 : All Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q
QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER
1. For the quarterly period ended March 31, 2025
2. Commission identification number 18890 3. BIR Tax Identification No. 000-202-524

DAGUPAN ELECTRIC CORPORATION
4. Exact name of issuer as specified in its charter

DAGUPAN CITY, PANGASINAN, PHILIPPINES
5. Province, country or other jurisdiction of incorporation or organization

6. Industry Classification Code: |

| (SEC Use Only)

AB FERNANDEZ ST., DAGUPAN CITY 2400
7. Address of issuer's principal office Postal Code

(632) 8374 3039

8. Issuer's telephone number, including area code

NOT APPLICABLE
9. Former name, former address and former fiscal year, if changed since last report

10.Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Title of each Class Number of shares of common

stock outstanding and amount
of debt outstanding

COMMON SHARES 14.662.000

11. Are any or all of the securities listed on a Stock Exchange?
Yes [ ] No [ V]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

NOT APPLICABLE

2-Form-17Q-2025-Q1-lead-page (Instructions)
February 2001



12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12) months
(or for such shorter period the registrant was required to file such reports)

Yes [v'] No [ ]

(b) has been subject to such filing requirements for the past ninety (90) days.

Yes [v] No [ ]

PART I--FINANCIAL INFORMATION
Item 1. Financial Statements.

The Unaudited Interim Condensed Financial Statements of Dagupan Electric Corporation
(“DECORP” or the “Company”) as of and for the period ended March 31, 2025 (with comparative figures
as of December 31, 2024 and for the period ended March 31, 2024) and Unaudited Notes to the Interim
Condensed Financial Statements are attached as Annex A.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

The information required by Part 1, Paragraph (A)(2)(b) of “Annex C”, is attached as Annex B.

PART II--OTHER INFORMATION

The following other information are attached as Annex C

a) Schedules required under Annex 68-J of the Revised Securities Regulation Code Rule 68
b) SEC Form 17-L for SEC Form 17-Q as of and for the quarter ended March 31, 2025

2-Form-17Q-2025-Q1-lead-page 2
February 2001



SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

Issuer

DAGUPAN ELECTRIC CORPORATION
Issuer

By:

Rene Bernard L. Llames
President and CEQ

Litian D. Saralde
Finance Manager and Compliance Officer

Date May 20, 2025

2-Form-17Q-2025-Q1-lead-page 3
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DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF FINANCIAL POSITION

March 31, 2025
(Unaudited)

December 31 2024
(Audited)

ASSETS

Noncurrent Assets
Utility plant and equipment -note 4
Other property and equipment -note 5
FVOCI -note 6
Deferred tax assets -note 21

Current Assets
Cash and cash equivalents -note 7

3,892,567,556

3,878,693,425

81,991,002 85,820,987
152,000,000 152,000,000
28,005,805 28,005,805
4,154,564,363 4,144,520,217

2,368,887,566

2,179,835,209

Trade and other receivables -note 8 510,298,264 634,507,090
Financial assets at FVPL -note 9 184,270,386 184,270,386
Inventories -note 10 74,256,637 116,360,970
Prepayments and other current assets -note 11 59,818,910 66,010,239
3,197,531,763 3,180,983,894

TOTAL ASSETS 7,352,096,126 7,325,504,111

EQUITY AND LIABILITIES

Equity
Capital stock -note 15
Additional paid-in capital
Revaluation reserve -notes 4 and 5

1,466,200,000
1,141,724,320
1,463,232,958

1,466,200,000
1,141,724,320
1,480,510,625

Remeasurement gain (loss) on retirement benefits -note 18 2,962,763 2,962,763
Retained earnings -note 14
Appropriated 0 0
Unappropriated 1,596,104,429 1,550,957,603
5,670,224,471 5,642,355,311
Current Liabilities
Trade and other payables -note 12 694,318,914 703,472,335
Dividends payable 0.03 0.03
Income tax payable 51,338,072 36,880,505
745,656,986 740,352,841
Noncurrent Liabilities
Customers' deposit -note 13 337,024,731 337,846,798
Deferred tax liabilities -note 21 512,929,374 518,688,596
Retirement benefits obligation -note 18 86,260,564 86,260,564
936,214,669 942,795,958
TOTAL EQUITY AND LIABILITIES 7,352,096,126 7,325,504,110

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION
UNAUDITED INTERIM CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

Unaudited
For the Three Months Ended March 31
2025 2024

REVENUES -note 17 908,886,453 887,764,976
OPERATING EXPENSES

Purchases power -note 21 712,390,959 684,536,796

Operating and maintenance -note 19 67,117,726 95,084,427

Depreciation 52,991,669 52,563,614

Taxes other than income tax 36,572,881 12,082,930

869,073,235 844,267,767

INCOME FROM OPERATIONS 39,813,217 43,497,209
OTHER INCOME (CHARGES) 3,001,414 1,619,243
INCOME BEFORE INCOME TAX 42,814,631 45,116,452
PROVISION FOR INCOME TAX 20,704,694 17,040,581
NET INCOME 22,109,937 28,075,871
OTHER COMPREHENSIVE INCOME
Not to be reclassified to profit or loss in the subsequent periods

Remeasurement gain (loss) on retirement benefits,

net of tax -
TOTAL COMPREHENSIVE INCOME 22,109,937 28,075,871
Earnings Per Share 1.51 1.91

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF CHANGES IN EQUITY

FOR THE THREE MONTHS ENDED MARCH 31, 2025 AND 2024

Remeasurement
Capital Stock -note  Additional Paid-in Gain (Loss) on Appropriated Unappropriated
15 Capital Revaluation Reserve Retirement Benefits Retained Earnings  Retained Earnings Total Equity
Balance at January 1, 2025 1,466,200,000 1,141,724,320 1,480,510,625 2,962,764 1,550,957,608 5,642,355,317
Net Income 22,109,937 22,109,937
Depreciation on appraisal increase
transferred to unappropriated retained
earnings -23,036,889 23,036,889 -
Income tax effect on the revaluation
increment charged to operations through
additional depreciation charges 5,759,222 5,759,222
Remeasurement gain on retirement benefits
, net of tax
0 0 -17,277,666 0 0 45,146,826 27,869,159
Balance at March 31, 2025 1,466,200,000 1,141,724,320 1,463,232,959 2,962,764 - 1,596,104,434 5,670,224,476
Balance at January 1, 2024 1,246,200,000 189,124,320 1,549,621,291 2,962,764 400,000,000 831,949,016 4,219,857,391
Net income 28,075,871 28,075,871
Depreciation on appraisal increase
transferred to unappropriated retained
earnings -24,109,675 24,109,675 -
Income tax effect on the revaluation
increment charged to operations through
additional depreciation charges 6,027,419 6,027,419
Remeasurement gain on retirement benefits,
net of tax -
Transaction with owners -
Cash dividends -
Public offering 220,000,000 952,600,000 1,172,600,000
Transfer to unappropriated earnings -
220,000,000 952,600,000 -18,082,256 - - 52,185,546 1,206,703,290
Balance at March 31, 2024 1,466,200,000 1,141,724,320 1,531,539,035 2,962,764 400,000,000 884,134,562 5,426,560,681




DAGUPAN ELECTRIC CORPORATION
UNAUDITED INTERIM CONDENSED STATEMENTS OF CASH FLOWS

Unaudited
For the Three Months Ended March 31
2025 2024
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 42,814,631 45,116,452
Adjustment for:
Depreciation -notes 4 and 5 52,991,669 52,563,614
Retirement benefit expense -note 18
Provision for ECL -note 8
Interest expense -note 13 30,764
Fair value loss on financial assets at FVPL -note 9
Interest income -note 7 -1,069,417 -1,063,803
Gain on sale of transportation equipment -note 5
Operating income before working capital changes 94,767,648 96,616,263
Decrease (increase) in:
Trade and other receivables 124,208,826 7,506,895
Inventories 42,104,333 5,217,873
Prepayments and other current assets 6,191,329 -18,509,819
Increase (decrease) in:
Trade and other payables -9,153,421 23,600,304
Dividends payable
Customers' deposits -822,067 -202,259
Cash generated from operations 257,296,647 114,229,257
Interest received -note 7 1,069,417 1,063,803
Income tax paid -6,247,128
Interest paid -30,764
Net cash provided by operating activities 252,088,173 115,293,060
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment -notes 4 and 5 -63,035,816 -35,559,770
Proceeds from financial assets at FVPL -note 9
Acquisition of financial assets at FVOCI
Proceeds from sale of transportation equipment -note 5
Net cash used in investing activities -63,035,816 -35,559,770
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of cash dividends
Proceeds from public offering 1,172,600,000
Net cash used in financing activities 0 1,172,600,000
NET INCREASE IN CASH AND CASH EQUIVALENTS 189,052,357 1,252,333,290

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD

2,179,835,209

886,889,217

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD -note 7

2,368,887,566

2,139,222,507




DAGUPAN ELECTRIC CORPORATION
Notes to Interim Condensed Financial Statements
For the Period Ended March 31, 2025 and 2024, and December 31, 2024

1 CORPORATE INFORMATION

Dagupan Electric Corporation (the Company) was incorporated in the Philippines on May 30,
1961. On May 20, 2008, the Securities and Exchange Commission (SEC) approved the
amendment of the Articles of Incorporation of the Company extending its corporate life for
another 50 years from May 20, 2011. The Company is majority owned by a group of Filipino
individuals.

The Company is engaged in the distribution of electricity and is granted with a legislative
franchise to operate and service certain areas in the province of Pangasinan by virtue of
Republic Act (R.A.) No. 9969, enacted by the Congress of the Philippines on February 6, 2010,
entitled “An Act Amending R.A. No. 3221, Granting a Franchise to Dagupan Electric
Corporation to Construct, Operate and Maintain a Distribution System for the Conveyance of
Electric Power to the End-Users in the City of Dagupan, the Municipalities of Calasiao, Sta.
Barbara, San Fabian, San Jacinto and Manaoag, and Barangays Bolingit and Cruz in the City of
San Carlos, all in the Province of Pangasinan, and Renewing/ Extending the Term of the
Franchise to Another Twenty-Five (25) Years from the Date of the Approval of this Act”. The
act became effective on February 27, 2010.

The Company is subject to the regulations and rate-making policies of the Energy Regulatory
Commission (ERC).

The registered principal address of the Company is AB Fernandez St., Dagupan City, Province
of Pangasinan.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies that have been used in the preparation of the Company’s
financial statements for the year ended December 31, 2023 have been adopted in the preparation
of the interim condensed financial statements. The policies have been consistently applied to all
the periods presented, unless otherwise stated.

Statement of Compliance

The financial statements of the Company have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). The term PFRS in general includes all applicable PFRS,
Philippine Accounting Standards (PAS) and Interpretations issued by the former Standing
Interpretations Committee (SIC), the Philippine Interpretations Committee (PIC) and the
International Financial Reporting Interpretations Committee (IFRIC), which have been
approved by the Financial Reporting Standards Council (FRSC) and adopted by SEC.

Basis of Preparation

The interim condensed financial statements have been prepared on a historical cost basis except
for utility, plant and equipment and other property and equipment which are stated at revalued
amount and financial assets at fair value through profit or loss (FVPL).



Notes to Financial Statements
Page - 2

The financial statements are presented in Philippine peso (), the Company’s functional
currency. All amounts are rounded to the nearest peso except when otherwise indicated.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial years except
for the amended PFRS below which is mandatorily effective for annual periods beginning on or
after January 1, 2023.

PAS 1 and PFRS Practice Statement 2 (Amendments) Disclosure of Accounting Policies. The
narrow-scope amendments PAS 1, Presentation of Financial Statements require entities to
disclose material accounting policy information instead of significant accounting policies. The
amendments also clarify the following: (1) accounting policy information may be material
because of its nature, even if the related amounts are immaterial; (2) accounting policy is
material if users of an entity’s financial statements would need it to understand other material
information in the statements; and (3) if an entity discloses immaterial accounting policy
information, such information shall not obscure material accounting policy information.
Further, the amendments provide several paragraphs to explain how an entity can identify
material accounting policy information and to give examples of when accounting policy
information is likely to be material. In addition, PFRS Practice Statement 2 has been amended
by adding guidance and examples to explain and demonstrate the application of ‘four-step
materiality process’ to accounting policy information in order to support the amendments to
PAS 1. The amendments are applied prospectively. The amendments are effective for annual
periods beginning on or after January 1, 2023, with earlier application permitted. Once the
entity applies the amendments to PAS 1, it is also permitted to apply the amendments to PFRS
Practice Statement 2. The amendments do not have a material impact on the interim financial
statements of the Company.

PAS 8 (Amendments) Definition of Accounting Estimates. The amendments to PAS 8,

Accounting Policies, Changes focus entirely on accounting estimates and clarify the following:

e The definition of a change in accounting estimates is replaced with a definition of
accounting estimates. Under the new definition, accounting estimates are “monetary
amounts in financial statements that are subject to measurement uncertainty”.

e Entities develop accounting estimates if accounting policies require items in financial
statements to be measured in a way that involves measurement uncertainty.

e A change in accounting estimate that results from new information or new developments is
not the correction of an error. In addition, the effects of a change in an input or a
measurement technique used to develop an accounting estimate are changes in accounting
estimates if they do not result from the correction of prior period errors.

e A change in an accounting estimate may affect only the current period’s profit or loss, or
the profit or loss of both the current period and future periods. The effect of the change
relating to the current period is recognised as income or expense in the current period. The
effect, if any, on future periods is recognised as income or expense in those future periods.

The amendments do not have a material impact on the interim financial statements of the
Company.

New accounting standards and amendments to existing standards effective subsequent to
January 1, 2023




Notes to Financial Statements
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Standards issued but not yet effective up to the date of the Company's financial statements are
listed below. These amendments to standards issued are those that the Company reasonably
expects to have an impact on disclosures, financial position or performance when applied at a
future date. The Company intends to adopt these standards when they become effective.

PAS 1 (Amendments) Classification of Liabilities as Current or Noncurrent. The narrow-scope
amendments to PAS 1, Presentation of Financial Statements clarify that liabilities are classified
as either current or noncurrent, depending on the rights that exist at the end of the reporting
period. Classification is unaffected by the expectations of the entity or events after the reporting
date (e.g. the receipt of a waver or a breach of covenant). The amendments also clarify what
PAS 1 means when it refers to the ‘settlement’ of a liability. The amendments could affect the
classification of liabilities, particularly for entities that previously considered management’s
intentions to determine classification and for some liabilities that can be converted into equity.
The amendments are effective for annual periods beginning on or after January 1, 2024, with
earlier application permitted. The amendments do not have a material impact on the interim
financial statements of the Company.

Utility Plant and Equipment and Other Property and Equipment

The Company’s utility plant and equipment and other property and equipment (fixed assets) are
initially measured at cost. The initial cost comprises its purchase price, including import duties
and non-refundable purchase taxes and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditures incurred after the fixed assets
have been put into operation, such as repairs and maintenance and overhaul costs, are normally
charged to profit or loss in the period when the costs are incurred. Land is stated at cost less any
impairment in value.

Subsequently, fixed assets are carried at revalued amounts which are the fair values at the date
of revaluation, as determined by independent appraisers, less subsequent accumulated
depreciation and any accumulated impairment losses. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The appraisal was performed by an independent firm of
appraisers and the significant assumptions used by the appraiser are disclosed in Notes 4 and 5.

If the assets’ carrying amount is increased as a result of a revaluation, the increase is recognized
in other comprehensive income and accumulated in equity under the heading “Revaluation
reserve”. However, the increase shall be recognized in profit or loss to the extent that it reverses
a revaluation decrease of the same asset previously recognized in profit or loss.

If the assets’ carrying amount is decreased as a result of a revaluation, the decrease shall be
recognized in profit or loss. However, the decrease shall be recognized in other comprehensive
income to the extent of any credit balance existing in the revaluation reserve in respect of that
asset. The decrease recognized in other comprehensive income reduces the amount accumulated
in equity under the heading “Revaluation reserve”. Annually, an amount from the revaluation
reserve is transferred to retained earnings for the depreciation relating to the revaluation.
Revaluations are performed to ensure that the carrying amount does not differ materially from
that which would be determined using fair value at the reporting date.

Depreciation is computed on a straight-line method over the following estimated useful lives:

Number of Years
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Utility plant and equipment:
Buildings and improvements 30
Distribution 25-45
Tools and equipment 10
Other property and equipment:
Office furniture and equipment 5-10
Transportation equipment 5-10

Construction in progress represents properties under construction and is stated at cost. This
includes the cost of construction, applicable borrowing cost and other direct costs. The account
is not depreciated until such time that the assets are completed and available for use. A fixed
asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

The depreciation method, residual values and estimated useful lives of utility plant and
equipment and other property and equipment are reviewed and adjusted, if appropriate, at each
reporting date.

An item of utility plant and equipment and other property and equipment is derecognized when
either it has been disposed of or when it is permanently withdrawn from use and no future
economic benefits are expected from its use or disposal. Any gain or loss arising on the
retirement and disposal of an item of utility plant and equipment and other property and
equipment (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the period of retirement or disposal. Upon
disposal, any revaluation reserve relating to the particular asset being sold is transferred to
retained earnings.

Impairment of Non-financial Assets

The Company assesses the utility plant and equipment and other property and equipment at each
reporting date whether there is an indication that the asset may be impaired. All individual
assets or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). As a result, some assets are tested
individually for impairment and some are tested at cash-generating unit level.

An impairment loss is recognized for the amount by which the asset or cash-generating unit’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of fair
value, reflecting market conditions less cost to sell, and value in use, based on an internal
evaluation of discounted cash flow. Impairment loss is charged to the assets in the cash-
generating unit.

All fixed assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist and the carrying amount of the asset is adjusted to the
recoverable amount resulting in the reversal of the impairment loss.

Financial Instruments
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a. Initial recognition, measurement and classification of financial instruments

The Company recognizes financial assets and financial liabilities in the statements of financial
position when it becomes a party to the contractual provisions of the instrument. Purchases or
sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the market place are recognized on the settlement date.

With the exception of trade receivables that do not contain a significant financing component,
financial assets and financial liabilities are recognized initially at fair value including
transaction costs, except for those financial assets and liabilities at FVPL where the transaction
costs are charged to expense in the period incurred. Trade receivables that do not contain a
significant financing component are recognized initially at their transaction price. The Company
classifies its financial assets as subsequently measured at amortized cost, fair value through
other comprehensive income (FVOCI) and FVPL.

The classification of debt instruments at amortized cost or at FVOCI depends on the financial
asset’s contractual cash flow characteristics and the Company’s business model for managing
the financial assets. The Company’s business model is determined at a level that reflects how
groups of financial assets are managed together to achieve a particular business objective. The
Company’s business model determines whether cash flows will result from collecting
contractual cash flows, selling financial assets or both.

Financial assets at FVVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at F\VPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information.

Upon initial recognition, the Company may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity investment that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

The Company classifies its financial liabilities as subsequently measured at amortized cost
using the effective interest method or at FVPL.

Financial Assets at Amortized Cost
Financial assets are measured at amortized when both of the following conditions are met:

¢ the financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows; and

o the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

After initial measurement, financial assets at amortized cost are subsequently measured using

the effective interest method less allowance for impairment. Gains and losses are recognized in

the statements of comprehensive income when the financial assets at amortized cost are

derecognized, modified or impaired. These financial assets are included in current assets if

maturity is within 12 months from the end of reporting period. Otherwise, these are classified as

noncurrent assets.
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The Company’s financial assets at amortized cost comprise cash and cash equivalents, and trade
and other receivables (see Notes 7 and 8). Cash includes cash on hand and in banks. Cash
equivalents are short-term, highly liquid investments that are readily convertible to known
amounts of cash depending on the immediate cash requirements of the Company and are subject
to an insignificant risk of change in value.

Trade receivables are amounts due from the Company’s customers for the power supplied to the
customers and other related services performed in the ordinary course of business.

Financial Assets at FVPL

Financial assets at FVVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term.

Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information. Financial
assets at FVVPL are carried in the statements of financial position at fair value with net changes
in fair value recognized in the profit or loss.

As at March 31, 2025 and December 31, 2024, the financial assets at FVVPL include unit
investment trust funds and mutual funds that are not considered equity instruments designated at
FVOCI and do not meet the amortized cost criteria (see Note 9).

Equity Instruments Designated at FVOCI

Upon initial recognition, the Company may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity instrument that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

When the equity instrument is derecognized, the cumulative gain or loss previously recognized
in other comprehensive income is not subsequently reclassified to profit or loss, but is
transferred to retained earnings. Equity instruments designated at F\VOCI are not subject to
impairment assessment. These financial assets are classified as noncurrent assets.

As at March 31, 2025 and December 31, 2024, the Company’s equity instruments at FVOCI
consists of investment in unquoted equity shares of a private company (see Note 6).

b. Determination of Fair Value
The Company classifies its fair value measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the

following levels:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
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e Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level
2); and

e Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3).

The fair value of financial instruments traded in active markets is based on quoted market prices
at the reporting date. A market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly occurring market transactions on an
arm’s length basis. The fair value of financial instruments that are not traded in an active market
(for example, over-the-counter derivatives) is determined by using valuation techniques. These
valuation techniques maximize the use of observable market data where it is available and rely
as little as possible on entity specific estimates. If all significant inputs required to fair value of
an instrument are observable, the instrument is included in level 2. If one or more of the
significant inputs is not based on observable market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

e Quoted market prices or dealer quotes for similar instruments.

e The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves.

e The fair value of forward foreign exchange contracts is determined using forward exchange
rates at the reporting date, with the resulting value discounted back to present value.

o Other techniques, such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments.

The Company’s financial assets at FVPL, which consist of unit investment trust funds and
mutual funds, are measured at fair value. Fair value disclosures are presented in Note 26.

“Day 1" Difference

When the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the
difference between the transaction price and fair value (a “Day 1” difference) in the statements
of comprehensive income unless it qualifies for recognition as some other type of asset or
liability. In cases where use is made of data which is not observable, the difference between the
transaction price and model value is only recognized in the statements of comprehensive
income when the inputs become observable or when the instrument is derecognized. For each
transaction, the Company determines the appropriate method of recognizing the “Day 17
difference amount.

Financial Liabilities at Amortized Cost
Financial liabilities that are not contingent consideration of an acquirer in a business

combination, held for trading, or designated as at FVVPL, are measured subsequently at
amortized cost using the effective interest method.
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The effective interest method is a method of calculating the amortized cost of a financial
liability and allocating interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the amortized cost of a financial liability.

Financial liabilities at amortized cost include trade and other payables (except statutory
payables), dividend payable and customers’ deposits (see Notes 12, 13 and 14).

Trade payables are obligations to pay for goods and services that have been acquired in the
ordinary course of business from suppliers. Other payables include non-trade payable and
accrued expenses.

Customers’ deposits are recognized upon receipt from customers and are measured at fair value
of the consideration received. This is composed of bill, pole attachment and cost of line
extension (COLE) deposit that serves as guarantee of customers. The customers’ deposits are
measured subsequently at amortized cost after the initial recognition. The customers’ deposits
are derecognized upon return to customers in accordance with regulations and contracts entered
by the parties. Customers’ deposits are classified as current liabilities if return to customers is
due within one year or less; otherwise, these are presented as noncurrent liabilities.

c. Impairment of Financial Assets

The Company recognizes allowance for estimated credit losses (ECL) for all debt instruments
that are measured at amortized cost or at FVOCI and trade and other receivables. ECLs are a
probability-weighted estimate of credit losses over the expected life of the financial asset.

Credit losses are the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Company expects to receive, discounted at the original
effective interest rate. The expected cash flows include cash flows from the sale of collateral
held or other credit enhancements that are integral to the contractual terms.

The Company assesses at each end of the reporting period whether the credit risk on a financial
asset has increased significantly since initial recognition. For those credit exposures for which
there has been a significant increase in credit risk since initial recognition, a loss allowance is
measured at an amount equal to the lifetime ECLs. For credit exposures for which there has not
been a significant increase in credit risk since initial recognition, a loss allowance is measured at
an amount equal to 12-month ECLs. Lifetime ECL represents the expected credit losses that
will result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
period.

For trade receivables, the Company applies a simplified approach in calculating ECLs. The
Company recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLSs on these financial assets are estimated using a provision matrix based on the
Company’s historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment, including time value of money where appropriate.

When the credit risk on financial instruments for which lifetime ECLs have been recognized
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subsequently improves, and the requirement for recognizing lifetime ECLSs is no longer met, the
loss allowance is measured at an amount equal to 12-month ECL at the current reporting period,
except for assets for which simplified approach was used.

The Company recognizes impairment loss (reversals) in profit or loss for all financial assets
with a corresponding adjustment to their carrying amount through a loss allowance account.

Significant Increase in Credit Risk

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Company compares the risk of a default occurring on the financial
instrument at the end of reporting period with the risk of a default occurring on the financial
instrument at the date of initial recognition. In making this assessment, the Company considers
both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or
effort. Forward-looking information considered includes the future prospects of the industries in
which the Company’s debtors operate, obtained from economic expert reports, financial
analysts, governmental bodies, relevant think-tanks and other similar organizations, as well as
consideration of various external sources of actual and forecast economic information that relate
to the Company’s core operations.

In particular, the following information is taken into account when assessing whether credit risk
has increased significantly since initial recognition:

e an actual or expected significant deterioration in the financial instrument’s external (if
available) or internal credit rating;

o significant deterioration in external market indicators of credit risk for a particular financial
instrument, e.g., the extent to which the fair value of a financial asset has been less than its
amortized cost;

e existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

e an actual or expected significant deterioration in the operating results of the debtor;

e significant increases in credit risk on other financial instruments of the same debtor;

e an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk
on a financial asset has increased significantly since initial recognition when contractual
payments are more than 30 days past due, unless the Company has reasonable and supportable
information that demonstrates otherwise.

Despite the foregoing, the Company assumes that the credit risk on a financial instrument has
not increased significantly since initial recognition of the financial instrument is determined to
have low credit risk at the end of reporting period. A financial instrument is determined to have
low credit risk if:

o the financial instrument has a low risk of default;
o the debtor has a strong capacity to meet its contractual cash flow obligations in the near
term; and
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e adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfill its contractual cash flow obligations.

The Company considers a financial asset to have low credit risk when the asset has external
credit rating of ‘investment grade’ in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of ‘performing’. Performing
means that the counterparty has a strong financial position and there is no past due amounts.
The Company regularly monitors the effectiveness of the criteria used to identify whether there
has been a significant increase in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit risk before the amount becomes
past due.

Definition of Default

The Company considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that financial assets that meet either of
the following criteria are generally not recoverable:

o when there is a breach of financial covenants by the debtor; or

e Information developed internally or obtained from external sources indicates that the debtor
is unlikely to pay its creditors, including the Company, in full (without taking into account
any collateral held by the Company).

Irrespective of the above analysis, the Company considers that default has occurred when a
financial asset is more than 90 days past due unless the Company has reasonable and
supportable information to demonstrate that a more lagging default criterion is more
appropriate.

Credit-impaired Financial Assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on
the estimated future cash flows of that financial asset have occurred. Evidence that a financial
asset is credit-impaired includes observable data about the following events:

o significant financial difficulty of the issuer or the borrower;
a breach of contract, such as a default or past due event;

o the lenders of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower concessions that the lenders would not
otherwise consider;

e itis becoming probable that the borrower will enter bankruptcy or other financial
reorganization; or

o the disappearance of an active market for that financial asset because of financial
difficulties.

Write-off Policy

The Company writes off a financial asset when there is information indicating that the debtor is
in severe financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor
has been placed under liquidation or has entered into bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over one year past due, whichever occurs sooner.
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Financial assets written-off may still be subject to enforcement activities under the Company’s
recovery procedures, taking into account legal advice where appropriate. Any recoveries made
are recognized in profit or loss.

d. Derecognition
Financial Asset

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized when:

o the right to receive cash flows from the asset has expired;
the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

o the Company has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Company has transferred its right to receive cash flows from an asset and has entered
into a “pass-through” arrangement, and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Company’s continuing involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Company could
be required to repay.

Financial Liability

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such as exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amounts recognized in profit or loss.

e. Offsetting of Financial Instruments

Financial assets and liabilities are offset and the net amount is reported in the statements of
financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously.

Inventories

Inventories, which consist of materials and supplies, are initially measured at cost and
subsequently stated at the lower of cost and net realizable value (NRV). Costs incurred in
bringing materials and supplies to their present location and condition are determined on the
first-in first-out method. NRV is the current replacement cost of the asset.
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When the inventories are sold, the carrying amount of inventories is recognized as an expense in
which the related revenue is recognized.

Prepayments and Other Current Assets

Prepayments are expenses paid in advance and recorded as asset before they are utilized.
Prepayments are apportioned over the period covered by the payment and charged to the
appropriate account in profit or loss when incurred. Prepayments that are expected to be
realized for not more than 12 months after the end of the reporting period are classified as
current asset; otherwise, these are classified as other noncurrent asset.

Other current assets represent advanced payment for the purchase of transmission lines and
rental deposits. This is recognized in the statements of financial position upon payment and is
measured at cost.

Creditable withholding taxes are stated at cost less any impairment in value. Creditable
withholding tax is deducted from income tax payable on the same year the revenue is
recognized.

Input value added tax (VAT) is stated at cost less any impairment in value. Input VAT is the
indirect tax paid by the Company on the local purchase of goods or services from a VAT-
registered person. Input VAT is deducted from the output VAT in arriving at the VAT due and
payable. When the output tax exceeds the input tax, the difference is recognized as a current
liability in the statements of financial position. When the input tax exceeds the output tax, the
excess is carried over to the next reporting period and is recognized as an asset presented as
Input VAT in the statements of financial position. Allowance for unrecoverable input VAT, if
any, is maintained by the Company at a level considered adequate to provide for potential
uncollectible portion of the claims.

Equity
(a) Capital stock

Capital stock is measured at par value for all shares issued. Incremental costs directly
attributable to the issuance of new shares or options are shown in equity as deduction from
the proceeds, net of tax. The excess of proceeds from the issuance of shares over the par
value is credited to additional paid-in capital.

(b) Additional paid-in capital

Additional paid-in capital is the result of the Company’s declaration of property dividends
out of treasury shares. It also includes shares issued and offered for sale to the public by
way of an initial public offering, in which the SEC rendered the application for registration
of shares effective December 27, 2023.

(c) Retained earnings
Retained earnings represent accumulated earnings of the Company less dividends declared.

Dividend is recognized as liability and deducted from retained earnings when declared and
approved by BOD while stock dividend is deducted from retained earnings when approved
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by the BOD.

Revenue Recognition

Revenue is measured based on consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. Revenue from contracts with customers is
recognized when control of the goods or services are transferred to the customer at amount that
reflects the consideration to which the Company expects to be entitled in exchange for those
goods and services. The Company assesses its revenue arrangements against specific criteria to
determine if it is acting as principal or as an agent. The Company concluded that it is acting as
principal in its revenue arrangements. The Company recognizes revenue from the following
sources:

Revenue from sale of electricity

Revenue is recognized upon supply of power to the customers and is stated at amount invoiced
to customers, inclusive of pass-through components, and net of VAT, discounts and/or rebates.
In addition, the following specific recognition criteria must be met before revenue is
recognized:

e Power has been distributed to customers whose consumptions are measured by Company
approved metering devices.

e Revenue estimation based on the average of historical consumption on cases of failure to
read measuring devices due to unforeseen events and other valid causes.

¢ Recognition coincides with the period of the power bill issued to customers.

The Uniform Filing Requirements (UFR) on the rate unbundling released by the ERC on
October 30, 2001 specified the following bill components: generation charge, transmission
charge, system loss charge, distribution charge, supply charge, metering charge and interclass
and lifeline subsidies. National value added tax and local franchise taxes, universal charges and
Feed-in Tariff Allowance (FIT-All) are also separately indicated in the customers’ billing
statements. VAT and local franchise taxes (which are billed and collected merely on behalf of
the national and local government), universal charges and FIT-All [which are billed and
collected merely on behalf of Power Sector Assets and Liabilities Management Corporation
(PSALM) and National Transmission Corporation (TransCo), respectively] do not form part of
the Company’s revenues. The Company’s revenues are adjusted for over/under recoveries of
pass-through charges.

Pole rental income
Rental income is accounted for on a straight-line basis over the lease term.
Interest income

Interest income is recognized as the interest accrues taking into account the effective yield of
the asset.

Other income
Other income is recognized when earned.

Expense Recognition
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Expenses are recognized in the statements of comprehensive income on the basis of a direct
association between the costs incurred and the earning of specific items of income; on the basis
of systematic and rational allocation procedures when economic benefits are expected to arise
over several accounting periods and the association can only be broadly or indirectly
determined; or immediately when expenditure produces no future economic benefits or when,
and to the extent that, future economic benefits do not qualify or cease to qualify, for
recognition in the statements of financial position as an asset.

Leases
Company as lessee

The Company entered into operating lease arrangements on its office space. The leases do not
transfer to the Company substantially all the risks and benefits of ownership of the assets. Lease
payments are recognized in profit or loss on a straight-line basis over the lease term. Associated
costs, such as maintenance and insurance, are expensed as incurred.

Company as lessor

The Company leased out its poles under operating lease agreements. Under the lease
agreements, the Company does not transfer substantially all the risk and benefits of ownership
of the assets. Rental income from the lease is recognized in profit or loss on a straight-line basis
over the lease term.

Direct cost incurred in negotiating an operating lease is added to the carrying amount of the
leased asset and is recognized over the lease term on the same basis as rental income.
Contingent rent is recognized as revenue in the period earned.

Foreign Currency Transactions

Transactions in foreign currencies are recorded in Philippine peso using the exchange rate at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
restated using the closing exchange rate at the reporting date. All foreign exchange gains and
losses are recognized in profit or loss.

Related Party Relationships and Transactions

A related party transaction is a transfer of resources, services, or obligations between related
parties, regardless of whether a price is charged.

Parties are considered 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. Related parties may be individuals or corporate entities.

In considering each possible related party relationship, attention is directed to the substance of
the relationships, and not merely the legal form.

Current and Deferred Income Tax
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The tax expense for the year comprises current and deferred tax. Tax is recognized in profit
or loss, except to the extent that it relates to items recognized in other comprehensive
income or directly in equity. In this case, the tax is also recognized in other comprehensive
income or directly in equity, respectively.

The current income tax is calculated on the basis of the tax laws enacted or substantively
enacted at reporting date. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax is recognized, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. However, deferred tax liabilities are not recognized if they arise from the initial
recognition of goodwill; deferred tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable income. Deferred tax is determined using tax
rates that have been enacted or substantively enacted by the reporting date and are expected to
apply when the related deferred tax asset is realized or the deferred tax liability is settled.

The carrying amount of deferred tax assets is reviewed at each financial reporting date and
reduced to the extent that it is no longer probable that sufficient taxable income will be
available to allow all or part of the deferred tax assets to be utilized. Unrecognized deferred tax
assets are reassessed at each financial reporting date and are recognized to the extent that it has
become probable that future taxable income will allow all or part of the deferred tax assets to
be recovered.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Retirement Benefits

Short-term employee benefits

The Company recognizes a liability net of amounts already paid and an expense for services
rendered by employees during the accounting period that are expected to be settled wholly
before 12 months after the end of the reporting period. Short-term benefits given by the
Company to its employees include salaries and wages, fringe benefits, 13th month pay, Social
Security System (SSS), Philhealth and Home Development Mutual Fund (HDMF) contribution.

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

Retirement benefits obligation
Pension benefits are provided to employees through a defined benefit plan. The retirement plan
is generally funded through payments to a trustee bank determined by periodic actuarial

calculations.

Typically, defined benefit plans define an amount of retirement benefit that an employee will
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receive on retirement, usually dependent on one or more factors such as age, years of service
and compensation.

The net defined benefit liability or asset is the aggregate of the present value of the defined
benefit obligation at the end of the reporting period reduced by the fair value of plan asset, if any.

The cost of providing benefits under the defined benefit plan is determined using the projected
unit credit method. The defined benefit cost comprises of the service cost, net interest on the
defined benefit liability or asset and the remeasurement of net defined benefit liability or asset.
Service cost which includes current service cost, past service cost and gains or losses on non-
routine settlements is recognized as expense in profit or loss. Past service cost is recognized when
plan amendment or curtailment occurs. Net interest on the net defined benefit liability or asset is
the change during the period in the net defined benefit liability or asset that arises from the
passage of time which is determined by applying the discount rate based on government bonds to
the net defined benefit liability or asset. Net interest on the net defined benefit liability or asset is
recognized as expense or income in profit or loss.

Remeasurement comprising actuarial gains and losses and return on plan asset (excluding net
interest on defined benefit liability) is recognized immediately in other comprehensive income in
the period in which they arise. Remeasurement is not reclassified to profit or loss in subsequent
periods. Remeasurement recognized in other comprehensive income account. The difference
between the interest income component of net interest and the actual return on plan asset is
recognized in other comprehensive income.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Company, nor can they be paid
directly to the Company. Fair value of plan assets is based on market price information. When no
market price is available, the fair value of plan assets is estimated by discounting expected future
cash flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets or if no maturity, the expected period until the
settlement of the related obligation. The Company’s right to be reimbursed of some or all of the
expenditures required to settle a defined benefit obligation is recognized as a separate asset at fair
value when and only when reimbursement is virtually certain.

Termination benefits

Termination benefits are payable when employment is terminated by the Company before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Company recognizes termination benefits when it is demonstrably
committed to either: (a) terminating the employment of current employees according to a
detailed formal plan without possibility of withdrawal; or (b) providing termination benefits as a
result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12
months after the reporting date are discounted to present value.

Provisions and Contingencies

Provisions are recognized when the Company has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
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assessments of the time value of money and, where appropriate, the risks specific to the
liability.

Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense. When the Company expects a provision or loss to be
reimbursed, the reimbursement is recognized as a separate asset only when the reimbursement
is virtually certain and its amount can be estimated reliably. The expense relating to any
provision is presented in the statements of comprehensive income, net of any reimbursement.

Contingent liabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Contingent
assets are not recognized in the financial statements but disclosed when an inflow of economic
benefits is probable. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an
inflow of economic benefits will arise, the asset and the related income are recognized in the
financial statements.

Earnings Per Share

Basic earnings per share is calculated by dividing the profit for the year attributable to the
common shareholders of the Company by the weighted average humber of common shares
outstanding during the year, after considering the retroactive effect of stock dividend, if any.

Events after the Reporting Date

Post year-end events that provide additional information about the Company’s position at the
reporting date (adjusting events) are reflected in the financial statements. Post year-end events
that are not adjusting events are disclosed in the financial statements when material.

MATERIAL ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the financial statements in compliance with PFRS requires Management to
make estimates and assumptions that affect the amounts reported in the financial statements.
The estimates and assumptions used in the financial statements are based upon Management’s
evaluation of relevant facts and circumstances at the end of the reporting period. Actual
results could differ materially from such estimates.

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under
the circumstances.

Material Accounting Judgments

Business Model Assessment

Classification and measurement of financial assets depend on the results of the business model
and solely for payments of principal and interest test. The Company determines the business
model at a level that reflects how groups of financial assets are managed together to achieve a
particular business objective. This assessment includes judgment reflecting all relevant evidence
including how the performance of the assets is evaluated and their performance is measured, the
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risks that affect the performance of the assets and how these are managed and how the managers
of the assets are compensated.

The Company monitors financial assets measured at amortized cost that are derecognized prior
to their maturity to understand the reason for their disposal and whether the reasons are
consistent with the objective of the business for which the asset was held. Monitoring is part of
the Company’s continuous assessment of whether the business model for which the remaining
financial assets are held continues to be appropriate and if it is not appropriate whether there has
been a change in business model and so a prospective change to the classification of those
assets. No such changes are required during the years presented.

Customers’ Deposits

In applying PFRS 9 on customers’ deposits, the Company has made a judgment that the timing
and related amounts of future cash flows relating to such deposits cannot reasonably and
reliably be estimated for purposes of alternative valuation techniques in establishing their fair
values.

Key Sources of Estimation Uncertainty

Assessment for ECL on trade and other receivables

The Company recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLs on these financial assets are estimated using a provision matrix based on the
credit risk profile of its customers and historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment, including time value of
money where appropriate. All terminated accounts, net of the related customers’ deposits, are
provided full allowance.

Allowance for impairment losses on trade and other receivables amounted to P14,515,757 as at
March 31, 2025 and December 31, 2024. The carrying amount of trade and other receivables
amounted to 510,298,264 and 634,507,090 as at March 31, 2025 and December 31, 2024,
respectively (see Note 8).

NRV of Inventories

Inventories consist of material and supplies used in the power distribution and service segments.
The cost of inventories is written down whenever the NRV of inventories becomes lower than
the cost due to damage, physical deterioration, obsolescence, and change in price levels or other
causes. The lower of cost or NRV of inventories is reviewed on a periodic basis. Inventories
identified to be obsolete and unusable are written off and charged as expenses in the statements
of comprehensive income.

The carrying amount of inventories amounted to £74,256,637 and £116,360,970 as at March 31,
2025 and December 31, 2024, respectively (see Note 10).

Estimating useful lives of fixed assets
The useful life of each of the assets included in the Company’s utility plant and equipment and

other property and equipment is estimated based on the period over which the asset is expected
to be available for use. Such estimation is based on a collective assessment of industry practice,
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internal technical evaluation and experience with similar assets. The estimated useful life of
each asset is reviewed periodically and updated if expectations differ from previous estimates
due to physical wear and tear, technical or commercial obsolescence and legal and other limits
on the use of the asset. It is possible, however, that future results of operations could be
materially affected by changes in estimates brought about by changes in factors mentioned
above. The amounts and timing of recorded expenses for any period would be affected by
changes in these factors and circumstances. A reduction in the estimated useful lives of utility
plant and equipment and other property and equipment would increase recorded operating
expenses and decrease the carrying value of utility plant and equipment and other property and
equipment.

Utility plant and equipment, net of accumulated depreciation of £2,408,350,991 and
P2,360,581,456, amounted to £3,892,567,556 and £3,878,693,425 as at March 31, 2025 and
December 31, 2024, respectively (see Note 4).

Other property and equipment, net of accumulated depreciation of P286,844,156 and P
281,644,033 amounted to P81,991,002 and $85,820,987 as at March 31, 2025 and December
31, 2024, respectively (see Note 5).

Determining fair value of fixed assets

The fair value of the fixed assets was determined by an independent firm of appraisers. In
conducting the appraisal, the independent firm of appraiser used different methods and
approaches in determining the fair value of fixed assets, which are disclosed in Note 4.

The fair value of utility plant and equipment amounted to £3,892,567,556 and P3,878,693,425
as at March 31, 2025 and December 31, 2024, respectively (see Note 4).

The fair value of other property and equipment amounted to 81,991,002 and £85,820,987 as at
March 31, 2025 and December 31, 2024, respectively (see Note 5).

Impairment of non-financial assets

PFRS requires that an impairment review be performed when certain impairment indicators are
present. Determining the fair value of assets requires the estimation of cash flows expected to be
generated from the continued use and ultimate disposition of such assets. Though management
believes that the assumptions used in the estimation of fair values reflected in the financial
statements are appropriate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable values and any resulting impairment loss could
have a material adverse effect on the results of operations.

Management has determined that there are no events or circumstances that may indicate that the
carrying amounts of the assets are not recoverable as at March 31, 2025 and December 31,
2024.

Determining fair value of financial assets at FVPL

The financial assets at FVPL of the Company are composed of unit investment trust funds and
investment in mutual funds, which are carried at fair value. This requires judgment and
estimates. The fair value of these financial assets was determined based on net asset value per
share as published by various unit investment trust fund and mutual fund companies. The inputs
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are obtained from observable market data and are based on quotes obtained from counterparties.

The fair value of the financial assets at FVPL amounted to 184,270,386 as at March 31, 2025
and December 31, 2024 (see Note 9).

Revenue recognition

The Company’s revenue recognition policies require the use of estimates and assumptions that
may affect the reported amounts of revenues and receivables.

The Company recognizes revenues based on actual electricity delivered to customers. Estimates
are made on cases where there is failure to measure consumption due to unforeseen events. The
measurement is based on the average historical load profiles of affected customers. The timing
of recognition corresponds to the billing period disclosed in the power bill issued to customers.
Management believes that such use of estimates will not result in material adjustments to
revenue in future periods.

Revenue amounted to 908,886,453 and 887,764,976 for the three-month ended March 31,
2025 and 2024, respectively (see Note 17).

Retirement benefits obligation

The determination of the Company’s retirement benefits obligation and cost of pension and
other retirement benefits is dependent on the selection of certain assumptions used by actuaries
in calculating such amounts. Those assumptions are described in Note 18 and include, among
others, discount rates and salary increase rate. In determining the appropriate discount rate,
management considers the interest rates of government bonds that are denominated in the
currency in which the benefits will be paid, with consideration to maturities corresponding to
the expected duration of the defined benefits obligation. The assumptions are sensitive to
changes due to complex valuation and its long-term nature. All assumptions are reviewed at
each reporting date.

Retirement benefits obligation amounted to £86,260,564 as at March 31, 2025 and December
31, 2024, respectively (see Note 18).

4, UTILITY PLANT AND EQUIPMENT

The reconciliation of this account is as follows:

March 31, 2025

Amount in thousands
Tools and Buildingsand  Construction
Distribution  equipment Land improvements in progress Total

Cost
Net carrying amount, January 1, P 1,648,887 P 8,281 $82,003 $53,108 P83,368 P 1,875,647
2025
Additions 51,433 2,196 - 472 7,542 61,643
Depreciation (24,316) (441) (1,053) (25,810)
Reclassification
Net carrying amount, March 31, 1,676,006 10,035 82,003 52,527 90,911 1,911,480

2025
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Appraisal increase (decrease in
value)
Net carrying amount, January 1, 1,579,785 (5,872) 411,893 17,240 2,003,046
2025
Depreciation (21,814) (146) (21,960)
Net carrying amount, March 31, 1,557,971 (5,872) 411,893 17,094 1,981,086
2025
$3,233,977 P4,163 P493,896 $69,621 $90,911 $3,892,556
December 31, 2024
Amount in thousands
Tools and Buildingsand ~ Construction
Distribution  equipment Land  improvements In progress Total
Cost
Net carrying amount, January 1, 2024 P1,585,655 $8,544 $56,203 55,492 $49,976 P1,755,870
Additions 156,750 1,433 25,800 849 34,473 219,305
Depreciation (93,518) (1,696) - (4,314) - (99,528)
Reclassification - - - 1,081 (1,081) -
Net Carrying arnount7 December 31, 2024 1,648,887 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value)
Net carrying amount, January 1, 2024 1,667,041 (5,872) 411,893 17,822 - 2,090,884
Depreciation (87,256) - - (582) - (87,838)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
P3,228,672 2,409 493,896 P70,348 83,368 P3,878,693
Cost P2,944,439 P38,078 P82,003 P104,473 P83,368 P3,252,361
Accumulated depreciation (1,295,552) (29,797) - (51,365) - (1,376,714)
Net carrying amount, December 31, 2024 1,648,887 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value) 2,523,246 (2,020) 411,893 47,749 - 2,980,868
Accumulated depreciation (943,461) (3,852) - (30,509) - (977,822)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
P3,228,672 2,409 493,896 P70,348 P83,368 P3,878,693
The carrying amount that would have been recognized had the fixed assets been carried under
cost model is as follows:
Amount in thousands
Tools and Buildings and | Construction
Distribution | equipment Land | improvements in progress Total
March 31, 2025 P1,676,006 P10,035 | P82,003 P52,527 $90,911 | 1,911,480
December 31, 2024 P1,648,887 P8,281 | 82,003 £53,108 £83,368 | P1,755,870

Depreciation on utility, plant and equipment for the three-month periods ended March 31, 2025
and 2024 charged to operating expenses amounted to 47,769,535 in 2025 and P46,434,722 in

2024 (including depreciation on appraisal increase of 21,959,565 and £21,955,027 for the

three months period ended March 31, 2025 and 2024, respectively).

The Company estimates the useful life of its substation equipment based on the period of which
the asset is expected to be available for use as determined by the Company’s internal technical
evaluation based on their experience with similar assets.
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Re-appraisal of utility plant and equipment and other property and equipment

On December 31, 2021, the Company had its utility plant and equipment and other property and
equipment re-appraised by an independent firm of appraiser accredited by the SEC. The
valuation was performed in accordance with the International Valuation Standards (2022
Edition) and Philippine Valuation Standards (2" Edition, 2018).

The result of the revaluation of assets was adjusted to accumulated depreciation of appraisal
increase except for land in which the resulting increase in value was adjusted to appraisal
increase. The net carrying amount of utility plant and equipment and other property and
equipment was revalued at P3,946,345,600 as of December 31, 2021.

The fair value of the utility plant and equipment and other property and equipment is
categorized at Level 2 for which the fair value measurement is observable. The following are
methods and approaches used by independent appraisers in measuring the utility plant and
equipment and other property and equipment:

a. The value of the land was arrived at using the Market Approach. This is a comparative
approach to value that considers the sales of similar or substitute properties and related
market data and establishes a value estimate by processes involving comparison.

b. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Company’s main office in Barangay Oeste, Dagupan City,
Pangasinan were arrived at using Cost Approach. This is a comparative approach to the
value of property or another asset that considers as a substitute for the purchase of a given
property, the possibility of constructing another property that is a replica of, or equivalent
to, the original or one that could furnish equal utility with no undue cost resulting from
delay. It is based on the reproduction or replacement cost of the subject property or asset,
less total (accrued) depreciation, plus the value of the land to which an estimate of
entrepreneurial incentive or developer’s profit/loss is commonly added.

c. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Calasiao Substation, San Jacinto Substation, Sta. Barbara
Pole Yard were arrived at using Depreciated Replacement Cost. This is an application of the
cost approach used in assessing the value of specialized assets for financial reporting
purposes, which direct market evidence is limited or unavailable. It is used when there is
insufficient market data to arrive at market value by means of market-based evidence. It is
based on the principle of substitution. The method is based on the same theoretical
transaction between traditional informed parties as the market value concept.

There are no utility plant and equipment held as collateral for liabilities as at March 31, 2025
and December 31, 2024. These assets are free from any liens and encumbrances.

OTHER PROPERTY AND EQUIPMENT
The reconciliation of this account is as follows:

March 31, 2025
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Transportation  Office furniture

equipment and equipment Total
Cost
Net carrying amount, January 1, 2025 $65,349,954 £18,161,173 $83,511,127
Additions 900,160 491,989 1,392,149
Depreciation (2,754,035) (1,390,775) (4,144,810)
Net carrying amount, March 31, 2025 63,496,079 17,262,387 80,758,466
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2025 7,327,200 (5,017,340) 2,309,860
Depreciation (1,077,324) (1,077,324)
Net carrying amount, March 31, 2025 6,249,876 (5,017,340) 1,232,536

P69,745,955 P12,245,047 £81,991,002

Cost P230,401,965 95,144,483 P325,546,448
Accumulated depreciation (166,905,886) (77,882,096) (244,787,982)
Net carrying amount, March 31, 2025 63,496,079 17,262,387 80,758,466
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (31,549,908) (10,506,266) (42,056,174)
Net carrying amount, March 31, 2025 6,249,871 (5,017,340) 1,232,530

P69,745,955 P12,245,047 £81,991,002

December 31, 2024
Transportation Office furniture
equipment and equipment Total

Cost
Net carrying amount, January 1, 2024 $59,428,863 $19,085,252 $78,514,115
Additions 16,404,421 4,172,281 20,576,702
Depreciation (10,483,331) (5,096,360) (15,579,690)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2024 11,636,496 (5,017,340) 6,619,156
Depreciation (4,309,296) - (4,309,296)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860

P72,677,154 P13,143,833 P85,820,987
Cost P228,339,925 P94,652,490 P322,992,415
Accumulated depreciation (162,989,971) (76,491,317 (239,481,288)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (30,472,578) (10,506,266) (40,978,844)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860

P72,677,154 P13,143,833 P85,820,987

The carrying amount that would have been recognized had the fixed assets been carried under

cost model is as follows:

Office
Transportation furniture and
equipment equipment Total
March 31, 2025 P63,496,079  P17,262,387  P80,758,466
December 31, 2024 P65,349,954 $18,161,173 $83,511,127
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Depreciation on other property and equipment for the three months period ended March 31,
2025 and March 31, 2024 amounted to 5,222,134 and £6,128,892, respectively.

There are no other property and equipment held as collateral for liabilities as at March 31, 2024
and December 31, 2023. These assets are free from any liens and encumbrances.

FINANCIAL ASSET AT FVOCI

This account consists of an investment in Tarlac Electric Inc., which registered its common
shares with the Securities and Exchange Commission in compliance with the EPIRA and whose
shares are not traded in any Exchange.

This investment was classified under FVOCI as the Management considers this investment to
be strategic in nature and intends to hold this investment for the foreseeable future.

As of March 31, 2025, the Company had no intention to dispose of the financial asset at
FVOCI. The Company’s investment is measured at a fair value equal to its carrying amount,
which is based on the observable data that the investee is generating continuous income and has
a stable financial position.

CASH AND CASH EQUIVALENTS

This account consists of:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Cash on hand $993,331 $994,042
Cash in banks 1,054,413,882 975,360,814
Short-term deposits 1,313,480,353 | 1,203,480,353
Total P2,368,887,566 | £2,179,835,209

Cash in banks earn interest at prevailing bank deposit rates. Total interest earned on cash in
banks, net of final tax, amounted to 1,069,417 and 1,063,803 for the three months ended
March 31, 2025 and 2024, respectively, and is included in “Interest income” presented under
“Other income (charges)” account in the statements of comprehensive income (see Note 20).

TRADE AND OTHER RECEIVABLES (NET)

This account consists of:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Trade receivables P462,566,231 P586,356,765
Other receivables 62,247,790 62,666,082
524,814,021 649,022,847

Allowance for ECLSs on trade receivables 14,515,757 14,515,757
$510,298,264 P634,507,090
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Trade receivables

Trade receivables are due ten days after presentation of the bill. The Company’s trade
receivables are non-interest bearing and are secured by bill deposits amounting to 512,438,377
and P507,826,592 as at March 31, 2025 and December 31, 2024, respectively.

Trade receivables from sale of electricity consist of:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Residential retail $245,335,000 P514,818,990
General retail 107,689,784 104,769,342
Bulk power 24,112,453 55,082,791
General power 48,607,883 53,781,344
Universal charges 9,347,767 10,970,591
Street lights 6,272,143 7,719,625
FIT-All 4,060,653 3,695,903
Others 17,140,548 35,528,179
462,566,231 P586,356,765

Residential

This is applicable to captive customer retail service for residential purposes of a permanent
nature to individual private dwellings and to individually metered apartments.

General retail

General retail consists of customers with contracted capacity of equal to or less than 40kW,
served typically at secondary lines (1-phase or 3-phase). This type of service is for non-
residential purpose and is mostly composed of small-medium businesses.

General power

This is applicable to captive customer retail service for non-residential purposes used for
general power, heating, and lighting in industrial, manufacturing, processing, machining, cold
storage, water supply, and supermalls;_at secondary voltage with contracted capacity greater
than 40kW.

Bulk power

Bulk power refers to a customer connected and drawing power from the primary lines at 13.8
kV. These customers install, operate and maintain their own distribution transformers. This type
of service is used for general power, heating, space cooling and lighting in industrial,
manufacturing, processing, machining, cold storage, water and supply and super malls, with
demands equal to greater than 250 kW.

Street lights
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Street lights consist of roadway lighting service where existing facilities have adequate capacity
and suitable voltage.

Universal charges

Universal charges are non-bypassable charge mandated under section 34 of R.A. No. 9136
otherwise known as the Electric Power Industry Reform Act of 2001 (EPIRA) imposed on
electricity customers for the following purposes: a) missionary electrification; b) environmental
charge for watershed rehabilitation and management; and c) payment for stranded debts and
stranded contract costs. Once collected, these charges are remitted to PSALM, which
administers the fund from universal charges in accordance with the intended purposes (see Note
12).

FIT-All

Pursuant to the energy development policy mandated by the Renewable Energy Act of 2008,
R.A. No. 9513 and outlined in more detail in the FIT Rules, ERC Resolution No. 16, Series of
2010 (As Amended), a qualified renewable energy developer who elects to participate in the
FIT System shall be eligible to a FIT, which is a guaranteed payment on a fixed rate per
kilowatt-hour for electricity generated from emerging renewable energy technologies such as
wind, solar, biomass and run-of-river hydropower actually delivered to the transmission and/or
distribution network.

Should the payment of FIT to eligible renewable energy plants require a differential above the
prevailing cost recovery rate, a uniform charge called FIT-All will be determined by the
TransCo. The FIT-All shall be billed and collected by the transmission and/or distribution utility
from the consumers connected to their respective systems. Collections shall be remitted
monthly to TransCo, being the fund administrator, governed by ERC Resolution No. 24, Series
of 2013, Guidelines on the Collection of FIT-All and the Disbursement of the FIT-All Fund (see
Note 12).

Others

Others include charges for VAT on generation, transmission, system loss and distribution and
other pass-through charges.

The details and movement in the allowance for ECLs on trade and other receivables follow:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Balance at beginning of year P14,515,757 P114,229,987
Provision for ECLs — note 19 2,631,403
Write-off (2,345,633)
Balance at end of year P 14,515,757 P 14,515,757

The Company applies the simplified approach in measuring ECLs which uses a lifetime
expected loss allowance for all trade and other receivables. The Company has written-off all
trade and other receivables of more than one year past due since historical experience has
indicated that these receivables are generally not recoverable.
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ERC Order on Luzon Wholesale Electricity Spot Market (WESM) prices for November and
December 2013 Supply Months

The ERC, in its Order dated March 3, 2014 in ERC Case No. 2014-021MC, voided the WESM
prices during the period of October 26, 2013 to December 25, 2013 and ordered the imposition
of regulated prices. The market participants (collectively called Movants) filed a Motion for
Reconsideration (MR), which was denied by ERC on October 15, 2014. In the said Order,
Philippine Electricity Market Corporation (PEMC) was directed to calculate and revise WESM
bills for distribution utilities in Luzon for November and December 2013 supply months.
Accordingly, the Company received from PEMC billing adjustments for refund to its customers
amounting to 167,408,890, of which 5,810,294 is still outstanding as of March 31, 2025 and
December 31, 2024.

The amount still for refund to customers was 8,989,934 and 8,990,752 as of March 31, 2025
December 31, 2024, respectively.

Other receivables

Other receivables include generation charge refund, accrued interest, accrued rent income from
electric property, and receivables from employees.

Receivables are not held as collateral and are free from any liens and encumbrances.
FINANCIAL ASSETS AT FVPL

This account consists of unit investment trust funds and mutual funds.

The movements in financial assets at FVVPL for the periods ended are as follow:

March 31, December 31,

2025 2024
(Unaudited) (Audited)
Cost

Balance at beginning of year P184,270,387 P181,638,774
Disposal -
Balance at end of period 184,270,387 181,638,774

Cumulative net unrealized loss in fair value:
Balance at beginning of period (6,436,360)
Fair value adjustment 9,067,973
Balance at end of period 2,631,613

P184,270,387  $184,270,387

The inputs on fair value are obtained from observable market data and are based on quotes
obtained from counterparties. The fair value was based on net asset value per share as published
by various unit investment trust fund and mutual fund companies.

The unit investment trust funds and mutual funds are invested in fixed income, bond and
balanced funds as at March 31, 2025 and December 31, 2024.
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INVENTORIES

This account consists of materials and supplies for power distribution and service segments. As
at March 31, 2025 and December 31, 2024, there are no inventories pledged or held as
collateral.

PREPAYMENTS AND OTHER CURRENT ASSETS

This account consists of:

March 31, December 31,

2025 2024
(Unaudited) (Audited)

Prepaid tax
VAT 39,137,595 P45,276,929
Real Property Tax 9,462,768 12,623,402
Insurance 4,596,961 1,563,347
Advances to TransCo 5,858,942 5,858,942
Others 687,718

$59,818,909 P66,010,338

Prepaid insurance consists of vehicle insurance, annual health premium and fire/lighting and
earthquake insurance.

Others pertain to rental deposits.

Sale of sub-transmission lines/assets of TransCo

On February 10, 2012, the Company and TransCo filed a joint application docketed as ERC
Case No. 2012-021 RC for the approval of the sale of various sub-transmission lines/assets of
TransCo to the Company. On August 11, 2014, the ERC approved the application with
modification, limiting the sale only to those assets located within the franchise area of the
Company. On November 6, 2014, the Company paid for the assets amounting to 5,858,942 in
compliance with the Decision. However, on November 21, 2014, National Grid Corporation of
the Philippines (NGCP) filed a MR, holding the transfer of assets until ERC resolve the matter.
As such, the payment to TransCo has been treated as advance settlement, and is included under
“Prepayment and other current assets” account in the statements of financial position. The
application is still pending with the ERC as at March 31, 2025.

TRADE AND OTHER PAYABLES

This account consists of:

March 31, December 31,

2025 2024
(Unaudited) (Audited)
Trade payables 287,587,475 | P249,274,778

Customers’ deposits (current portion) — note 13 247,386,126 240,763,052
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Output VAT 37,198,483 42,580,380
Accrued expenses and other current liabilities 79,341,865 118,644,342
Universal charges payable 26,613,586 25,748,003
Accrued taxes (10,150,725) 1,079,671
WESM regulated prices payable 8,989,934 8,990,752
FIT-All payable 11,246,533 10,161,233
Others 6,105,636 6,230,124
694,318,913 703,472,335

Trade payables and output VAT

Trade payable represents the Company’s liabilities to GNPower Mariveles Energy Center Ltd.
Co., (GMEC), One Manaoagsolar Corporation (OMSC), Energy Development Corporation
(EDC), and various power producers that participate in the Wholesale Electricity Market
(WESM) operated by the Independent Electricity Market Operator (IEMOP) for purchased
power, and NGCP for electric transmission services. The output VAT represents VAT to be
collected on generation and transmission in accordance with ERC Resolution No. 20, Series of
2005, which prescribed the Guidelines Implementing the Recovery of VAT and Other
Provisions of R.A. No. 9337 affecting the Electric Power Industry.

Customers’ deposits

The customers’ deposits (current portion) consist of bill deposits amounting to 246,533,682
and P239,779,031 as at March 31, 2025 and December 31, 2024, respectively (see Note 13).

Universal charges payable

Universal charges payable represents passed-on charges that were collected from customers.
These are remitted to PSALM, which administers the fund from universal charges in accordance
with the intended purposes (see Note 8).

Accrued expenses, other current liabilities and other payables

Accrued expenses and other current liabilities consist of payables to suppliers other than power
suppliers and accrual of recurring expenses like electricity and water bill. Accrued taxes consist
of energy and franchise taxes payable.

Other payables of 6,105,636 and $6,230,124 as at March 31, 2025 and December 31, 2024,
respectively, consist mainly of expanded withholding tax, withholding tax — compensation,
National Home Mortgage Finance Corporation (NHMFC), SSS, Philhealth and Pag-ibig.

Trade and other payables except for customers’ deposits are due within 30 days from the date of
billing and do not bear interest.

FIT-All payable

FIT-All payable represents passed-on and billed charges to customers on a monthly basis. Once
collected from customers, these charges are remitted to TransCo, which is the designated FIT
administrator (see Note 8).
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WESM requlated prices payable

WESM regulated prices payable represents the outstanding amount for refund to the Company’s
customers who were affected by the ERC’s regulation of WESM prices for the November and
December 2013 supply months (see Note 8).

CUSTOMERS’ DEPOSITS

This account consists of:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Bill deposits P265,904,696 P267,063,540
COLE deposits 57,451,587 57,526,252
Pole attachment deposits 13,668,448 13,257,006

P337,024,731  P337,846,798

Bill deposits secure payment of the monthly bills for electricity consumption and are equivalent
to the estimated bill for one month of service, while meter deposits cover 50% of the cost of the
metering equipment. COLE deposit is the cost of additional line to provide electricity in a
specific location exceeding the limit of 20 meters from poles, while pole attachment deposits
are deposits by third parties using the Company’s poles to provide service to their customers.

On June 17, 2004 and October 27, 2004, the ERC issued the Magna Carta for Residential
Electricity Consumers and the Guidelines to Implement its Articles 7, 8, 14 and 28 respectively,
and on January 18, 2006 issued the Distribution Services and Open Access Rules (DSOAR).
The foregoing rules include provisions on handling of customer deposits. It provides that
residential and non-residential customers must pay or submit a bill deposit to guarantee
payment of bills equivalent to their estimated monthly billing. The amount of deposit shall be
adjusted after one year to approximate the actual average monthly bills.

A customer, who has paid his electric bills on or before its due date for three consecutive years,
may now demand for the full refund of the bill deposit prior to the termination of his service;
otherwise, bill deposits shall be refunded within one month from the termination of service,
provided all bills have been paid. Further, these regulations exempt payment of meter deposits,
but in case of loss and/or damage to the electric meter due to the fault of the customer, the latter
shall bear the full replacement cost of the meter. The existing meter deposit of residential
customers shall be refunded in accordance with the Guidelines to Implement Articles 7, 8, 14
and 28 of the Magna Carta. While for non-residential customers, DSOAR requires Distribution
Utilities to submit a proposal to the ERC on the methodology and timeline for the refund of
meter deposits within ninety (90) days following its effectivity.

Magna Carta and DSOAR also provide that distribution utilities shall pay interest on bill and
meter deposits. Interest on bill deposits shall be equivalent to the interest incorporated in the
calculation of their weighted average cost of capital (WACC); otherwise, it shall earn a rate
equivalent to the prevailing interest for savings deposit as approved by the Bangko Sentral ng
Pilipinas (BSP). Interest rate used on bill deposit was 0.10% for each year in 2021 and 2020.
Interest for meter deposit shall be at 6% for contracts of service entered into prior to the
effectivity of ERB Resolution No. 95-21 issued on August 3, 1995, and 10% thereafter.
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On June 4, 2008, the ERC issued Resolution No. 8, Series of 2008, ““A Resolution Adopting the
Rules to Govern the Refund of Meter Deposits to Residential and Non-Residential Customers”.
These rules provide the parameters for the refund of meter deposits and related interest thereon.
Interest on meter deposit paid prior to the effectivity of ERB Resolution No. 95-21 shall earn
6% per annum. While payments made after the effectivity of ERB Resolution No. 95-21 until
the day prior to the effectivity of Magna Carta or DSOAR shall earn an interest of 10% per
annum.

Meter deposits paid from the effectivity of Magna Carta or DSOAR until the day prior to the
start of the refund will be entitled to an interest of six per cent (6%) per annum.

Bill deposits of P246,533,682 and P239,779,031 as at March 31, 2025 and December 31, 2024,
respectively, are included in the current portion of Customers’ deposits under the “Trade and
other payables” account in the statements of financial position (see Note 12).

Interests on bill deposits amounted to 230,764 and nil for the three months ended March 31,
2025 and 2024, respectively.

RETAINED EARNINGS
The BOD approved the reversal and appropriation of the following:

2024
a) Reversal of 400,000,000 appropriated for capital expenditures from 2024 unrestricted
retained earnings.

2023

b) Reversal of 400,000,000 appropriated for capital expenditures from 2022 unrestricted
retained earnings.

¢) Appropriation of 400,000,000 for the following capital expenditures: a.) Expansion of
distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand, b.) Rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies, ¢.) Improvement of the grounding/earthing and
insulation coordination, d.) Construction of 20/25 MVA, 69KV sub-transmission line from
Balingueo, Sta. Barbara, Pangasinan to San Miguel, Calasiao, f.) Advanced Distribution
Management System Project, g.) Construction of buildings, and g.) Improvement of
customer service facilities.

2022

d) Appropriation of 400,000,000 for the following capital expenditures: a) expansion of
distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand; b) rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies; c) improvement of the grounding/earthing and
insulation coordination; d) construction of 20/25 MVA, 69kV/13.8kV substation in Santa
Barbara, Pangasinan; e) expansion of primary lines from Sta. Barbara Substation to Minien
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East, Sta. Barbara; f) construction of a control tower building extension; and g)
improvement of customer service facilities.

Cash Dividend

On May 29, 2024, the BOD approved the declaration of cash dividend equivalent to 40% of the
previous year’s net income, or 11.94 per share, to stockholders of record as of December 31,
2023. Cash dividend was paid in September 2024.

On June 16, 2023, the BOD approved the declaration of cash dividend in the amount of
P1,600,000,000 to stockholders of record as of June 15, 2023 which are payable on various
dates up to September 29, 2023.
CAPITAL STOCK
The details of capital stock are as follow:

March 31, December 31,

2025 2024
(Unaudited) (Audited)

Authorized — P100 par value per share, 15,000,000 shares #1,500,000,000 £1,500,000,000

Common shares issued, fully paid and

outstanding — 14,662,000 shares 1,246,200,000  1,246,200,000
Initial public offering shares 220,000,000 220,000,000
Outstanding P1,466,200,000 $1,466,200,000

On December 27, 2023, the SEC rendered effective DECORP’s application for the registration of
Fourteen Million Six Hundred Sixty-Two Thousand (14,662,000) common shares, of which Two
Million Two Hundred Thousand (2,200,000) shares were issued and offered for sale to the public by
way of an initial public offering at an offer price of Five Hundred Thirty-Three Pesos (P 533.00) per
share. As of February 2, 2024, the Two Million Two Hundred Thousand (2,200,000) common
shares offered to the public were fully subscribed and paid.

RELATED PARTY TRANSACTIONS
In the normal course of business, the Company has transactions with a related party.

Lease Agreement

The Company has a lease agreement with Veria Realty Inc., a company owned by the
Company’s major stockholders. The lease is for a period of one year subject to renewal. The
monthly rental is 344,784 in 2025 and P 313,440 in 2024 and payable at the end of each
month. Total rent expense charged to operations amounted to 1,034,352 and 940,320 for the
three-month ended 31 March 2025 and 2024, respectively, and is included as part of “Rent
expense” under “Operations and maintenance” in the statements of comprehensive income (see
Note 19).

Compensation of Key Management Personnel
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March 31, 2025 March 31, 2024

(Unaudited) (Unaudited)
Salaries P5,339,450 P3,871,500
Short-term employee benefits 58,560 47,785
P5,398,010 P3,919,285
There are no long-term benefits paid or accrued during the year.
REVENUES
This account consists of:
March 31, March 31,
2025 2024
(Unaudited) (Unaudited)
Electric revenues $902,509,651 P885,638,620
Other revenues 6,376,801 2,126,349
P908,886,453  P887,764,976

In compliance with Section 36 of R.A. No. 9136, the Company is required to unbundle its
billing charges to customers. For the three months ended March 31, 2025 and 2024, the details

of electric revenues are as follows:

March 31, March 31,

2025 2024

(Unaudited) (Unaudited)

Generation revenue P528,237,320 P$535,966,111
Distribution revenue 166,206,172 161,851,946
Transmission revenue 105,574,061 89,748,398
System loss revenue 49,105,006 47,197,145
Supply revenue 26,536,684 24,723,049
Metering charge 19,040,475 17,921,245
Local franchise tax 5,510,268 3,595,960
Real property tax recovery 2,313,228 2,345,106
Lifeline charge (discount) 8,390 2,313,578
Senior citizen charge (discount) (3,739) (6,843)
Other discount (18,212) (17,075)

$902,509,651

P885,638,620

Applications for Confirmation of Over/Under-recoveries of Pass-through Charges

On April 20, 2011, the Company filed an application docketed as ERC Case No. 2011-013 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate, ¢)
System Loss Rate, d.) Lifeline Subsidy Rate; and e) Interclass Cross Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended.” On March 10, 2014, the ERC issued its
Decision on this application, directing the Company to refund to its customers the over
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recoveries amounting to $203,934,745 and collect from its customers the Lifeline Subsidy
under recovery amounting to P18,588,112, covering the period from April 2004 to December
2010.

On March 31, 2014, the Company filed a MR on the above Decision for the approval of the
amounts originally proposed by the Company or provide computation as to how the supposed
over recoveries were arrived at. The amount of over and under recoveries is not yet certain since
it is dependent on the resolution of the MR. As at 31 March 2024, the Company is still awaiting
the resolution of said MR.

On April 1, 2014, the Company filed an application docketed as ERC Case No. 2014-052 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c) System Loss Rate, d.) Lifeline Subsidy Rate; and €) Senior Citizen Discount, Under ERC
Resolution No. 16, Series of 2009, As Amended”. The Company filed an application for the
confirmation of total under recovery of 151,783,598 covering the years 2011 to 2013. As at 31
March 2024, the Company is still awaiting the decision of the ERC.

On March 31, 2017, the Company filed an application docketed as ERC Case No. 2017-052 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, for the Period 2014 to 2016”. The Company
filed application for the confirmation of total over recovery of 30,114,229 covering the years
2014 to 2016. As at 31 March 2024, the Company is still awaiting the decision of the ERC.

On August 28, 2020, the Company filed an application docketed as ERC Case No. 2020-014
CF, “In the Matter of the Application for the Approval of the Calculations for the Automatic
Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, for the Period 2017 to 2019”. The Company
filed application for the confirmation of total under recovery of P48,360,882. As at 31 March
2024, the Company is still awaiting the decision of the ERC.

On May 17, 2023, the Company filed an application docketed as ERC Case No. 2023-029 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True-Up Mechanisms for the a) Generation Rate, b) Transmission Rate, ¢)
System Loss Rate, d) Lifeline Subsidy Rate, and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, and g) Local Franchise Tax, Under ERC
Resolution No. 2, Series of 2021 for the Period 2020 to 2022.” The Company filed the
application for the confirmation of an over-all total under recovery of P73,564,161.

Performance-Based Rate Making (PBR)

The Company entered the PBR regime in 2007. The PBR is an internationally accepted rate
setting methodology adopted by the ERC to replace the Return on Rate Base (RORB) for both
transmission and distribution businesses as mandated by the EPIRA. It provides electric utilities
with adequate and efficient capital and operating expenditures to meet growing electricity
demand through timely rate adjustments.

Maximum Average Price (MAP)
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On March 31, 2014, the Company filed an application docketed as ERC Case No. 2014-027 RC
for approval of the Translation into Distribution Rates of Different Customer Classes for the
Fourth Regulatory Year of the ERC-Approved Annual Revenue Requirement for DECORP (the
Company) Under the PBR for the Regulatory Period 2011-2015. On February 9, 2015, the ERC
issued its Decision on this case, giving the Company the option to implement a MAP of
P2.4472/kWh or its proposal of 1.7918/kWh for the Regulatory year 2015. The Company
implemented the latter rate.

Given the need by the Company to undertake capital projects in order to address the load
growth, network non-growth, network control/ safety metering as well as renewal, replacement
and refurbishment of existing distribution assets, the Company filed an application on
November 20, 2018 docketed as ERC Case No. 2018-110 RC for approval of its capital projects
for the regulatory years 2016 to 2019.

Projects 2016 2017 2018 2019
Network P44,356,785 P51,065,110 P32,497,857 P31,175,406
Other network 59,217,708 66,189,452 83,182,536 82,930,907
Non-network 10,274,675 40,018,541 57,819,750 32,361,518

P113,849,168 P157,273,103 173,500,143 P146,467,831

The proposed capital expenditures will not have a direct impact on the current rates of the
Company until approved by the ERC.

On March 28, 2022, the Company filed an application docketed as ERC Case No. 2022-020
RC, “In the Matter of the Application for Approval of the Annual Revenue Requirement and
Performance Incentive Scheme in Accordance with the Provisions of the Rules for Setting
Distribution Wheeling Rates (RDWR)” covering the Fifth Regulatory Period from July 1, 2022
to June 30, 2026.

On August 25, 2022, the Company filed an application docketed as ERC Case No. 2022-057
RC, “In the Matter of the Application for: A) Confirmation of True-Up Calculations of the
Actual Weighted Average Tariff vis-a-vis ERC-Approved Maximum Average Rate for the
Lapsed Regulatory Years; and B) Approval of the Final Refund/Collect Scheme to Account for
the Lapsed Regulatory Years”. The Company filed the application for the confirmation of an
over-all under recovery of P22,557,035 for the period July 1, 2015 to June 30, 2022.

On February 10, 2024, the Company filed an Urgent Omnibus Motion to Withdraw its
application docketed as ERC Case No. 2022-020RC, “In the Matter of the Application for
Approval of the Annual Revenue Requirement and Performance Incentive Scheme in
Accordance with the Provisions of the Rules for Setting Distribution Wheeling Rates (RDWR)”
covering the Fifth Regulatory Period from July 1, 2022 to June 30, 2026.

Other revenues

Other revenues include rent income from electric property and sale of electric materials and
accessories (see Note 20).

EMPLOYEE BENEFITS

The Company maintains a funded, non-contributory defined benefit retirement plan covering all
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its regular and full-time employees. The fund is administered by a trustee bank authorized to
invest the fund as it deems proper. Under the plan, the employees are entitled to retirement
benefits ranging from one hundred percent (100%) to one hundred fifty percent (150%) of the
Plan Salary for every year of Credited Service on attainment of a retirement age of 60 or 35
years of service, whichever is earlier.

The retirement benefits obligation recognized in the interim condensed statements of financial
position is as follows:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Present value of obligation P129,839,462 P129,839,462
Fair value of plan assets (43,578,898) (43,578,898)

P86,260,564  P86,260,564

The retirement benefits expense recognized in the statements of comprehensive income
included under “Operations and maintenance” (see Note 19) is as follows:

As at March 31, 2025 and December 31, 2024, the cumulative remeasurement loss on
retirement benefits presented in the statements of financial position amounted to $2,962,764.

The movements in the retirement benefits obligation recognized in the statements of financial
position are as follow:

March 31, December 31,

2025 2024

(Unaudited (Audited)

Balance at beginning of period P86,260,564 P72,982,180
Retirement benefits expense - 15,918,363
Contributions paid - (2,639,979)
Remeasurement gain - -
Balance at end of period P86,260,564 P86,260,564

The movements in the present value of the retirement benefits obligation are as follow:

March 31, December 31,

2025 2024

(Unaudited) (Audited)

Present value of obligation, January 1 P129,839,462 P113,921,099

Current service cost - 8,855,255

Interest cost - 7,063,108
Benefits paid -
Actuarial gain -

Present value of obligation, December 31 P129,839,462 P129,839,462

The movement in the fair value of plan assets is presented below:

March 31, December 31,
2025 2024
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(Unaudited) (Audited)
Fair value of plan assets, January 1 P43,578,898 40,938,912
Interest income included in net interest cost -
Benefits paid -
Contributions - 2,639,979
Actuarial gain -
Fair value of plan assets, December 31 P43,578,898 P43,578,898

The fair value of plan assets consists of:

- Investment in government securities which consists of fixed rate treasury notes and retail
treasury bonds;

- Corporate stocks which consist primarily of stocks listed in Philippine Stock Exchange
(PSE);

- Deposit in banks which consists of savings deposit and certificate of time deposits; and

- Other securities and debt instruments which consist primarily of investment in corporate
bonds.

The Company’s plan assets are administered by a trustee bank, which is responsible for the
general administration of retirement plan including the management of the fund. The trustee
bank does not currently employ any asset-liability matching.

Risk Arising from the Retirement Plan

The defined benefit plan is underfunded by 86,260,564 as at March 31, 2025 and December
31, 2024, respectively. While there is no minimum required funding, the amount without fund
may expose the Company to cash flow risk for ten years when a significant number of
employees are expected to retire.

Credit Risk

The plan assets exposure to credit risk arises from its investments in financial assets which
comprise of investment in government securities, corporate stocks, deposit in banks and other
securities and debt instruments. The maximum credit risk exposure is equivalent to the carrying
amount of financial instruments. The credit risk arises from possible default of the issuer of the
financial assets.

The credit risk is minimized by ensuring that the exposure to the various financial assets as
recommended by the trustee bank.

Share Price Risk

The plan assets exposure to share price risk arises from corporate stocks which are traded at PSE.
The share price risk results from the volatility of the share prices in the PSE.

The share price risk is minimized by ensuring that investments in shares of stock are limited only
to blue chip companies or companies with good fair values. The trustee bank ensures that the
equity investments are invested in mix of various equity to reduce exposure to industry or sector-
related risk.

OPERATIONS AND MAINTENANCE
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This account consists of:
March 31, March 31,
2025 2024
(Unaudited) (Unaudited)
Salaries and wages P42,314,743 P39,211,733
Outside services 7,425,358 7,630,490
Professional fees 564,000 34,358,258
Repairs and maintenance 3,714,823 4,243,696
Retirement benefits expense — note 18 - -
Telephone and water 1,707,684 1,243,386
Transportation 1,251,122 1,284,497
Office supplies 1,337,652 868,799
Rent 1,162,071 1,061,700

Representation expense
Insurance 526,872 575,276
Electric materials 1,768,755 669,706
Training and seminars 121,060 125,488
Donations 207,718 65,000
Association and membership fees - 69,630

Advertising and promotion - -
Provision for ECLs — note 8 - -
Others 5,015,868 3,676,768

P67,117,726 $95,084,427

Others pertain mainly to expenses related to uniform, subscriptions, injuries and damages.
20. OTHER INCOME (CHARGES)

This account consists of:

March 31, March 31,

2025 2024

(Unaudited) | (Unaudited)

Interest income — note 7 $1,069,417 $1,063,802

Fair value loss on financial assets at FVPL — note 9 -

Interest expense — note 13- (30,764) -

Others:

Bank charges 975
Gain on sale of equipment — note 5

Gain on foreign exchange (1,351) 2,000

Miscellaneous income 1,986,177 552,463

P3,001,414 | P1,619,240

Miscellaneous income consists of deductions on other payables upon settlement, equipment
rental and other fees.

21. AGREEMENTS

The details of purchased power are as follow:
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March 31, March 31,
2025 2024

(Unaudited) (Unaudited)

Generation cost

GMCP $269,019,453 $260,349,213

WESM 166,726,802 146,154,984

EDC 111,586,155 136,415,018

OMSC 44,855,143 48,354,209
Transmission cost:

NGCP 120,203,405 93,263,372

P712,390,958  P684,536,796

Electricity Supply Agreement between the Company and Sun Asia Energy, Inc. (SEI), with the
latter assigning their rights to the ESA to Onemanaoaq Solar Corporation (OMS)

On January 14, 2016, the Company entered into a contract with SEI, wherein the Company
committed to purchase clean power generated by SEI’s solar power plant project that would be
embedded into Company’s franchise area.

On July 14, 2016, the Company and SElI filed a Joint Application to the ERC for the approval of
their Electricity Supply Agreement (ESA). The application was docketed as ERC Case No.
2016-154 RC and was approved with modification by the Commission in its Decision dated
December 19, 2017.

Through an Assignment Agreement dated July 13, 2018, SEI assigned all of its rights, titles, and
interest in and to the ESA, among others, in favor of Onemanaoagsolar Corporation. A
manifestation was filed by the SEI informing ERC of the said assignment.

On November 29, 2022 and March 10, 2023, ERC granted OMS Provisional Authority to
Operate (PAO) for Phases 1 and 2 of their embedded solar power plant projects, respectively.
Thereafter, the supply commencement date became effective in accordance with the ESA.

Power Supply Agreement with Energy Development Corporation (EDC)

On February 21, 2022, the Company entered into a 10-year contract with EDC, wherein the
Company agreed to purchase 20 MW (10 MW base load and 10 MW load following) of its
power requirement from EDC.

On November 7, 2022, the Company and EDC filed a Joint Application to the ERC for the
approval of their Power Supply Agreement. The application was docketed as ERC Case No.
2022-082 RC and was provisionally approved by the ERC through the issuance of a Resolution
dated December 20, 2022. EDC commenced the supply of electricity to the Company on
December 26, 2022.

Renewable Power Supply Agreement with SNAP

On December 20, 2011, the Company entered into a contract with SNAP wherein the Company
agreed to purchase electric power from the latter, which became effective from October 26,
2012 until October 25, 2022.
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Purchased Power Supply Agreement (PPSA) for Distribution Utility Buyers (the “Original
PPSA™)

The Company and GNPower Ltd. Co. (GNPC) entered into:

() the “Original PPSA” in July 2006 wherein GNPC agreed to build, own and operate an
electric power generation facility for the purpose of supplying its customers with
environmentally clean electric power which commenced in 2010. Further, GNPC agreed to
supply and sell, while the Company agreed to receive and purchase the product;

(b) a Memorandum of Agreement (the “MOA”) in July 2006, setting out the conditions for the
effectiveness of the PPSA, and

(c) a Commercial Protocol Agreement No. 1 (the “Commercial Protocol Agreement”) in 2007
(the Original PPSA, as amended, modified and supplemented by the MOA and Commercial
Protocol Agreement, the “PPSA”) for the purchase and sale of the product that commenced
in 2010/2011.

Amendment to Original PPSA

Pursuant to Project Assignment Agreement dated June 11, 2008, GNPC transferred the rights,
obligations, benefits, assets, liabilities and interest in the Original PPSA to GMCP.

On February 9, 2009, the Company and GMCP amended the Original PPSA termination date to
be 180 months, unless extended pursuant to Section 2.4 or 2.5, from the date specified in the
Commencement Date Notice as set forth in Schedule 1 or December 31, 2012, if the GMCP had
not provided the Company with the Commencement Date Notice by December 31, 2012, or
such later date as the parties agreed in writing.

WESM Direct Membership

The Company became a direct member of the WESM effective November 26, 2009 upon
completion of the requirements of PEMC, the autonomous group market operator of WESM.
This membership gives the Company the privilege to purchase directly from the market.

Transmission Service Agreement with NGCP

The Company entered the Contract with NGCP wherein the latter would provide the necessary
transmission services to the Company, provided that the Company shall pay the applicable
charges for such services and remain liable for any unpaid amounts despite the termination of
the agreement.

Service Agreement with TransCo

The Company entered into service agreement with the TransCo. Under the agreement, TransCo
shall provide transmission services to the Company effective June 26, 2006, and shall continue
to be in full force and effect until terminated in accordance with the Provision of Open Access
Transmission Service which governs the TransCo’s provision of transmission services to
qualified grid users.

On December 1, 2008, the franchise to operate and maintain the physical assets of TransCo for
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50 years was granted to NGCP by virtue of R.A. No. 9511, An Act Granting NGCP a Franchise
to Engage in the Business of Conveying or Transmitting Electricity through High Voltage
Back-bone System of Interconnected Transmission Lines, Substations and Related Facilities
and for other purposes. With the affectivity of R.A. No. 9511, transmission services to the
Company have been are provided by NGCP since December 2008.

Company as lessor

The Company entered into various lease agreements to lease out its electric poles in various
towns of Pangasinan. The lease agreements are for a period of one year subject to renewal and
rental rate of 270 to 340 per pole.

Total rental income for the three-month ended March 31, 2025 and 2024 amounted to
P4,607,678 and P1,456,643, respectively, and is included in the “Other revenues” account under
the “Revenues” section in the statements of comprehensive income (see note 17).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s financial instruments include cash and cash equivalents, trade and other
receivables, rental deposit, trade and other payables, customers’ deposits and dividend payable
which are used for working capital management purposes and operations. The Company does
not actively engage in the trading of financial assets for speculative purposes nor does it write
options.

The Company is exposed to a variety of financial risk which results from both its operating and
investing activities. The Company’s risk management is in close cooperation with the BOD, and

focuses on actively securing the Company’s short-to medium-term cash flows by minimizing
the exposure to financial markets.

Credit risk

Credit risk is the risk that the Company will incur a loss from customers or counterparties that
fail to discharge their contractual obligations. The Company manages credit risk by setting
limits on the amount of risk the Company is willing to accept from counterparties and by
monitoring exposures in relation to such limits.

Credit risk exposure

The table below shows the maximum exposure to credit risk of the Company as at:

March 31, 2025

Basis of

recognizing  Gross carrying Loss Net carrying
ECL amount allowance amount

Cash in banks and cash
equivalents )] P2,368,887,566 P- P2,368,887,566
Trade receivables (b)  Lifetime ECL 462,566,231 14,515,757 448,050,474
Other receivables (b) 62,247,790 62,247,790
Rental deposits (c) 679,643 679,643
£2,894,381,230 P14,515,757  P2,879,865,473
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December 31, 2024
Basis of

recognizing Gross carrying Loss Net carrying
ECL amount allowance amount

Cash in banks and cash
equivalents €)] P2,178,998,214 P-  $2,178,998,214
Trade receivables (b)  Lifetime ECL 586,356,765 14,515,757 571,841,008
Other receivables (b) 62,666,082 - 62,666,082
Rental deposits (c) 687,718 - 687,718

P1,426,170,756 $21,220,837 P2,817,193,022

(a) Cash in banks and cash equivalents are assessed to have low credit risk at each reporting
period. Cash in banks and cash equivalents are held by reputable banking institutions.

(b) For trade and other receivables, the Company has applied the simplified approach to
measure the loss allowance at lifetime ECLs. The Company determines the expected credit
losses on these items by using a provision matrix, estimated based on historical credit loss
experience based on the past due status of the debtors, adjusted as appropriate to reflect
current conditions and estimates of future economic conditions.

(c) Rental deposits are assessed to have low credit risk at each reporting period since these are
held by related parties.

The Company does not hold any collateral or other credit enhancements to cover its credit risks
associated with its financial assets.

Trade and other receivables

The Company applies the simplified approach to measuring ECL which uses a lifetime ECLS
for all trade receivables. The loss allowance for trade receivables as at December 31 is
determined as follows:

Liquidity risk

The Company monitors and maintains a level of funds deemed adequate by management to
finance the Company’s operations and mitigate the effects of cash flows. Any excess funds are
placed with reputable banks to generate interest income. As at March 31, 2025 and December
31, 2024 and 2022, the financial liabilities have contractual maturities as follow:

March 31, 2025 December 31, 2024
Due within Due beyond  Due within one Due beyond
one year one year year one year
Trade payables $290,550,239 P- P249,274,778 P-
Other payables* 130,097,124 - 163,790,780 -
Dividend payable - - - -
Customers’ deposits 240,763,052 337,024,731 240,763,052 337,846,798
E P661,410,415  P334,722,270  P653,828,610  P337,846,798

A
*Excluding statutory payables and other liabilities to government agencies amounting to £32,908,499 as at March
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31, 2025 and P42,580,380 as at December 31,2024.
OTHER MATTERS
EPIRA of 2001

R.A. No. 9136, otherwise known as the EPIRA Act (Act) of 2001 was signed into law on June
8, 2001. The covering Implementing Rules and Regulations (IRR) have already been
deliberated upon and approved by the Joint Congressional Power Commission. The Act
provides for, among others, the significant changes in the power sector, such as the (a)
unbundling of the generation, transmission and distribution sectors; (b) privatization of National
Power Corporation (NPC)’s generation, transmission, and other disposable assets, including
independent power producers or IPP contracts, (c) creation of ERC to regulate the electric
power industry; (d) creation of a wholesale electricity spot market within one year; (e) open and
nondiscriminatory access to transmission and distribution systems; and, (f) mandated rate
reduction and lifeline rate for marginalized end-users. The price will have regulated elements
for transmission and distribution, and competitive components for the electrical energy itself
and for ancillary or support services.

The law requires public listing of not less than 15% of common shares of generation and
distribution companies within five (5) years from the effectivity of the Act. It provides cross
ownership restrictions between transmission and generation companies and between
transmission and distribution companies, and a cap that no distribution utility is allowed to
source bilateral power supply contracts more than fifty percent of its total demand from an
associated firm engaged in generation except for contracts entered into prior to the effectivity of
the Act. Specifically relating to distribution utilities, the Act provides for the unbundling of
electricity tariff rates and the determination of stranded costs and its recovery through universal
charge.

On June 27, 2017, the ERC issued Resolution No. 10, Series of 2017, “A Resolution Extending
the Compliance Period Under Resolution No. 9, Series of 2011, for Generation Companies and
DU, which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less Than
Fifteen Percent (15%) of their Common Shares of Stocks, Pursuant to Section 43(t) of R.A. No.
9136 and Rule 3, Section 4(m) of its IRR”. In this resolution, ERC allowed an extension of one
(1) year or until the resolution of the petition, whichever is earlier, for generation companies
and distribution utilities to offer and sell to the public a portion of not less than fifteen percent
(15%) of their common shares of stocks.

On December 7, 2018, the ERC per ERC Case No. 2015-006 RM had set the continuation of the
public consultation on the “Petition to Amend ERC Resolution No.9, Series of 2011, Allowing
Registration of Shares at the SEC as a Mode of Public Offering”. The ERC invited the SEC to
discuss securities rules and regulations on public offering and public listings of generation
companies and distribution utilities.

On June 4, 2019, the ERC issued Resolution No. 4, Series of 2019, “A Resolution Amending
Resolution No. 9, Series of 2011 Requiring Generation Companies and Distribution Utilities
Which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less than Fifteen
Percent (15%) of Their Common Shares of Stock Pursuant to Section 43 (t) of R.A. No. 9136
and Rule 3, Section 4 (m) of its IRR.” The resolution amended Section 2.3 of Article II to
include offering of common shares of stocks for sale to the public in accordance with the 2016
IRR of Securities Regulation Code as a mode of public offering: (i) publication in any
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newspaper, magazine or printed reading material which is distribute within the Philippines; (ii)
presentation in any public or commercial place; (iii) advertisement or announcement on radio,
television, telephone, electric communications, information communication technology or any
other forms of communications; or (iv) distribution and/or making available flyers, brochures or
any offering material in a public or commercial place or to prospective purchasers through the
portal system, information communication technology and other means of information
distribution.

In compliance with the above resolution, the Company applied for registration of its public
offering of 15% or 2,200,000 of its common shares with the Securities and Exchange
Commission (SEC). The registration of DECORP’s shares was rendered effective by the SEC
on December 27, 2023 under SEC MSRD Order No. 72, Series of 2023, in which the public
offering was scheduled from January 8, 2024 to January 12, 2024.



ANNEX B

PART II: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITIONS
AND RESULTS OF OPERATIONS

The following discussions and analysis of financial position and results of operation of
Dagupan Electric Corporation (“DECORP” or the “Company”’) should be read in conjunction
with the unaudited interim condensed financial statements as of and for the period ended March
31, 2025 with comparative figures as of December 31, 2024 and for the three months ended
March 31, 2024.

The financial statements have been prepared in compliance with the Philippine Financial
Reporting Standards (PFRS) Accounting Standards. The term PFRS in general includes all
applicable PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations which
have been approved by the Financial and Sustainability reporting Standards Council (FSRSC).

The financial information appearing in this report and in the accompanying interim
condensed financial statements is presented in Philippine Peso. All values are rounded to the
nearest million pesos except earnings per share.

Financial Highlights and Key Performance Indicator

(Amounts in million, except earnings per share and operational data)

Condensed Statements of Financial Position

Increase (Decrease)
March 31, | December 31,
2025 2024

(Unaudited) (Audited) Amount %

Total assets P7,352 P7,326 P27 36
Current assets 3,198 3,180 17 0.52
Cash and cash equivalents 2,369 2,180 189 9
Non-current liabilities 936 943 -71 -0.70
Current liabilities 746 740 5 0.72
Total liabilities 1,682 1,683 1 -0.08

Condensed Statements of Income
Unaudited
Three Months Ended March 31 | Increase (Decrease)

2025 2024 Amount %

Revenues P909 P88Y P21 2
Costs and expenses 869 844 25 3
Other income, net of expenses 3 2 1 85
Income before income tax 43 45 -2 -5
Net income 22 28 6 -21
Earnings per share (EPS) 1.51 1.91 -41 -21




Condensed Statements of Cash Flows

2025 compared with 2024

Results of Operations

The results of operations for the three months ended March 31, 2025 and 2024 are

discussed below:

Unaudited
Three Months Ended March 31 | Increase (Decrease)
2025 2024 Amount %
Net cash provided by (used in) P252 P115 P137 119
operating activities
Net cash provided by (used in) 63 36 27 77
investing activities
Net cash provided by (used in) 0 1,173 -1,173 -100
financing activities
Operational Data
Unaudited
Three Months Ended March 31 | Increase (Decrease)
2025 2024 Amount %
Number of Customers
Residential 129,746 126,890 2,853 2
Commercial 13,603 13,200 403 3
Industrial 35 34 1 3
Streetlight 48 54 -6 -11
Electricity sales (MWh) 115,106 109,076 3,251 2
System loss (%) 7.10 6.85 -0.25 -4
Key Performance Indicators (“KPI”)
March 31, | December
2025 | 31, 2024
Financial KPI Definition (Unaudited) | (Audited)
Debt to equity Total liabilities / Total equity .30 .30
Current ratio Current assets/Current Liabilities 4.29 4.30
Unaudited
March 31, | December
2025 | 31,2024
Net profit margin (Net income / Revenues) x 100 2% 3%
Return on equity (Net income / Average
shareholders’ equity) x 100 0.4% 1%
Return on assets (Net income / Average total
assets) x 100 0.08% 0.4%




Condensed Statements of Income

Unaudited
Three Months Ended March 31 | Increase (Decrease)
2025 2024 Amount %
Revenues P909 P88Y P21 2
Costs and expenses 869 844 25 3
Other income, net of expenses 3 2 1 85
Income before income tax 43 45 -2 -5
Net income 22 28 6 -21
Earnings per share (EPS) 1.51 1.91 -41 -21

Revenues

Revenues of DECORP consist of: 1. pass-through charges or generation, transmission,

system loss, and other related revenues; 2. distribution wheeling charges, which include

distribution, supply, and metering; and 3. other charges such as service reconnection and pole

attachment rental.

Revenues of DECORP for the first quarter of 2025 were P909 million, which was P21
million or 2% higher in the same period in 2024 due to a higher volume of electricity distributed
and a higher pass-through transmission charge.

Increase

2025 2024 (Decrease)

Amount % | Amount % | Amount %

Generation P528 58 P536 60 8 -1

Transmission 106 12 90 10 16 18

System Loss 49 5 47 5 2 4

Distribution 212 23 204 23 7 4

Other pass-through 7.8 0.8 8.2 0.9 -0.42 -5
charges

Other revenues 6 0.7 2 0.2 4| 200

Total P909 100 P888 100 P21 2

The generation charge, accounting for 58% of the total revenues, for the first quarter of
2025 dropped by 1% compared to the same period of the previous year. The decrease in the cost
of producing electricity was driven by a sharp decline in Wholesale Electricity Spot Market
(WESM) prices, which effectively balanced out the impact of increased fuel prices and the

weaker peso.

The transmission charge, which was 10% of the total revenues, went up by 16% due to
higher ancillary service charges from additional capacity sourced by the National Grid
Corporation (NGCP) from new Ancillary Service Procurement Agreements (“ASPAs”) and the

reserve market.

DECORP’s average retail rate was P8.89 per kWh and £9.15 per kWh in the first quarter
of 2025 and 2024, respectively. The decline in the retail rate was due to lower generation




charges and compliance with ERC Resolution No. 18, Series of 2024, “A Resolution Directing
Distribution Utilities to Refund All Collected and Unutilized Regulatory Reset Experts Cost and
Cease Any Future Collection Thereof,”

The following summarizes the customer volume and the corresponding electricity
consumption per customer type for the three months ended March 31, 2025 and 2024:

Electricity Sales
No. of Customers (in MWh) % Change
Customer No. of | Electricity
Type 2025 2024 2025 2024 | Customers Sales
Residential 129,743 | 126,890 59,905 | 55,605 2.25 8
Commercial 13,603 13,200 36,704 | 34,301 3.05 7
Industrial 35 34 17,413 | 18,070 2.94 -4
Streetlights 48 54 1,084 1,100 -11 -1
Total 143,429 | 140,178 | 115,106 | 109,075 2.32 6

The energy sales of DECORP totaled 115,106 MWh for the quarter ending March 31,
2025, reflecting a 6% increase from 109,075 MWh for the quarter ending March 31, 2024.

The energy sales in the residential segment, which accounted for 52% of DECORP’s
energy sales mix, increased by 8%, or from 55,605 MWh in 2024 to 59,905 MWh in 2025. The
increase in energy consumption during the first quarter of 2025 was attributed to the growth in
the customer base.

The commercial segment’s sales went up to 36,704 MWh in 2025, or a 7% increase from
the 34,301 MWh in 2024. The increase in energy consumption reflected both the expanding
customer base and the surge of investment in the llocos Region, of which Pangasinan accounted
for the majority of these investments, particularly within the micro, small, and medium-sized
industries.

Electricity sales in the industrial segment closed the period with 17,413 MWh, or a 4%
decrease from the 18,070 MWh in the first quarter of 2024.

Costs and Expenses

The costs and expenses of DEORP for the three months ended March 31, 2025 amounted
to P869 million, an increase of 3% or P25 million from the $844 million in the same period in
2024. The following are the details of the costs and expenses:

Unaudited
For the Three Months Ended March 31
Increase
2025 2024 (Decrease)
Amount % Amount % | Amount %
Purchased power P712 82 P684 81 28 4




Depreciation 53 6 53 6 0.43 1
Salaries, wages, and 42 5 39
employee benefits

Taxes other than income

(62}
w
oo

tax 37 4 12 1 24 | 203
Outside services 7 1 8 1 -0.21 -3
Repairs and maintenance 4 0 4 1 -0.53 | -12
Others 14 2 44 5 -30 | -69
Total P869 100 P844 100 25 3

The cost of purchased power went up by 3% or 28 million from 684 million in the first
quarter of 2024 to P712 million in the same period in 2025, in line with the fluctuations in the
pass-through revenues. The increase was due to higher volume purchased and transmission
charges partially mitigated by the decline in the average generation cost.

Salaries, wages, and employee benefits reached P42 million in 2025, higher by 3 million or
8% than the previous year. The increase was due to the additional manpower and the annual
employee merit adjustments.

The increased taxes other than income tax were due to the payment of deficiency taxes
resulting from the Bureau of Internal Revenue’s (BIR) review of the Company’s tax obligations
for the taxable year 2021.

The costs related to the initial public offering of the Company were included in other costs
and expenses of the previous year, resulting in lower other costs and expenses for the quarter
ending March 31, 2025.

Interim Statements of Financial Position

March December
31 31 Increase (Decrease)
2025 2024
(Unaudited) (Audited) Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment P3,892 P3,878 P14 0.36
Other property and equipment 82 86 -4 -4
FVOCI 152 152 0 0
Deferred tax assets 28 28 0 0
Current Assets
Cash and cash equivalents 2,369 2,180 189 9%
Trade and other receivables 510 635 -124 -20
Financial assets at FVPL 184 184 0 0
Inventories 74 116 -42 -36
Prepayments and other current 60 66 -6 -9
assets




TOTAL ASSETS P7,352 P7,326 P27 0.36

EQUITY AND LIABILITIES

EQUITY

Capital stock P1,466 P1,466 PO 0

Additional paid-in capital 1,142 1,142 0 0

Revaluation reserve 1,463 1,480 -17 -1

Remeasurement gain (loss) on 3 3 0 0

retirement benefits

Retained earnings

Appropriated

Unappropriated 1,596 1,551 45 3

5,670 5,642 1,422 34

LIABILITIES

Current liabilities

Trade and other payables 694 703 -9 -1

Dividends payable 0 0 0 0

Income tax payable 51 37 14 39
746 741 5 0.72

Noncurrent liabilities

Customers’ deposit 337 338 -0.82 -0.24

Deferred tax liabilities 513 519 -6 -1

Retirement benefits obligation 86 86 0 0
936 943 -7 -70

TOTAL EQUITY AND P7,352 P7,326 P27 0.36

LIABILITIES

Changes in Financial Position

Utility plant and equipment and others closed at 3,892 million as at March 31, 2025, a net
increase of 0.36% or P14 million from $3,878 million as at December 31, 2024. The capital
expenditures amounted to P63 million for the expansion of distribution assets and the upgrade
and rehabilitation of the existing electrical facilities. The additional expenditures were offset by

the depreciation of P53 million.

Cash and cash equivalents grew to 2,369 million as at March 31, 2025 from $2,180 million
as at December 31, 2024. The growth of 189 million attributed to the P252 million generated
from DECORP’s operational activities, partially offset by the P63 million utilized for financing

activities during the period.

The trade and other receivables primarily reflect the March 2025 billing cycle. The reduction
in receivables reflect the lower retail in March 2025 compared to December 2024.

2024 compared with 2023

Unaudited




Three Months Ended March 31 | Increase (Decrease)

2024 2023 Amount %
Revenues P88 P1,034 -P146 -14
Costs and expenses 844 892 -48 -5
Other income, net of expenses 2 4 2 50
Income before income tax 45 146 -101 -58
Net income 17 41 -24 -58
Earnings per share (EPS) 1.16 3.29 -2.13 -65

Revenues

The sale of electricity and other revenues amounted to P888 million for the three-month

period ended March 31, 2024, which was P146 million or 14% lower than the 1,034 million

sales for the three-month period ended March 31, 2023. The details of the revenues are as

follows:
For the Three Months Ended March 31

2024 2023 Increase (Decrease)

Amount % | Amount % | Amount %

Generation P536 60 P704 68 -168 -24
Transmission 90 10 88 9 2 2
System Loss 47 5 56 5 -9 -16
Distribution 204 23 178 17 26 15
Other pass-through charges 82| 0.9 6 0.6 2.2 36
Other revenues 2 0.2 2 0.2 0 0
Total P888 | 100 P1,034 100 -146 -14

The generation revenues for the period ended March 31, 2024, accounting for 60% of the

total revenues, went down by 24% from the same period of the previous year. The decrease was
attributed to the significant decline in fuel costs.

DECORP’s average retail rate was P9.15 per kWh and £12.28 in the first quarter of 2024
and 2023, respectively. The reduction in the average retail rate was due to the lower generation
charges during this period.

The following summarizes the customer volume and the corresponding electricity

consumption per customer type for the three months ended March 31, 2024 and 2023:

Electricity Sales

No. of Customers (in MWh) % Change
Customer No. of | Electricity
Type 2024 2023 2024 2023 | Customers Sales
Residential 126,890 | 123,942 55,605 | 46,575 2.4 19
Commercial 13,200 13,182 34,301 | 30,325 0.1 13
Industrial 34 30 18,070 | 15,671 13 15
Streetlights 54 57 1,100 1,100 -5 0




| Total | 140,178 | 136,797 | 109,075 | 93,671 | 2.32 | 16 |

Costs and Expenses

The costs and expenses of DECORP for the three months ended March 31, 2024
amounted to P844 million, a decrease of 5% or 48 million from the 892 million in the same
period in 2024. The following are the details of the costs and expenses:

Unaudited
For the Three Months Ended March 31
Increase
2024 2023 (Decrease)

Amount % Amount % | Amount %
Purchased power P684 81 P779 87 -95| -12
Depreciation 53 6 50 6 3 6
Salaries, wages, and 39 5 39 4 1 25
employee benefits
Taxes other than income
tax 12 1 4 0.4 8| 200
Outside services 8 1 6 0.7 2 33
Repairs and maintenance 4 1 3 0.3 1 33
Others 44 5 11 1 33| 300
Total P844 100 892 100 25 3

Purchased power

The Company has three (3) bilateral contracts with the following generators to supply its
electricity requirements: 1.) GNPower Mariveles Energy Center, Ltd. Co. (GMEC), a coal-fired
power plant; 2) One Manaoag Solar Corporation (OMSC), a solar power plant; and 3.) Energy
Development Corporation (EDC), a geothermal power plant. The Company also purchased
electricity from the Wholesale Electricity Spot Market (WESM) for its requirements that could
not be supplied by their generators. Payments made to the National Grid Corporation of the
Philippines (NGCP) for transmission services are also included in this account.

The significant reduction in the costs of electricity supplied by GMCP, due to the decline in
fuel costs, resulted in a 12% or P94 million reduction in this account.

Salaries and wages

This account consists of salaries and benefits provided to the employees of the Company.
For the three-month period ended 31 March 2024 and 2023, the salaries and wages amounted to
P39.2 million and P38.8 million, respectively.

Outside services

This account consists of payments to service providers for distribution of statement of
accounts and disconnection notices, withdrawal of meters of delinquent customers, distribution
line expansions and revamps, security services, and janitorial services. For the three-month
period ended 31 March 2024 and 2023, outside service amounted to 7.6 million and P6.1
million, respectively.



Professional fees

This account consists of payments for legal services, financial advisory services, actuarial
valuation of retirement fund, and audit of financial statements. The payment for legal and
financial advisory services for the registration of the Company’s common shares with the SEC
leading to the initial public offering of its common shares significantly increased the professional
fees.

Taxes other than income tax

This account consists of payments of national and local government taxes. The increase was
due to the payment of documentary stamp tax for the issuance of common shares related to the
shares sold by way of initial public offering. It also includes the monthly amortization of
payment of local franchise and real property taxes for the year 2024.

Interim Statements of Financial Position

March December
31 31 Increase (Decrease)
2024 2023
(Unaudited) (Audited) Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment P3.,835 P3,846 P11 0.3
Other property and equipment 79 85 -6 -7
FVOCI 152 152 0 0
Deferred tax assets 26 26 0 0
4,093 4,110 -17 -0.4
Current Assets
Cash and cash equivalents 2,139 887 1,252 141
Trade and other receivables 511 518 -7 -1
Financial assets at FVPL 175 175 0 0
Inventories 77 83 -6 7
Prepayments and other current
assets 95 77 18 23
2,997 1,740 1,257 72
TOTAL ASSETS P7,089 P5,849 P1,240 21
EQUITY AND LIABILITIES
EQUITY
Capital stock P1,466 P1,246 P220 18
Additional paid-in capital 1,142 189 953 504
Revaluation reserve 1,532 1,550 -18 -1
Remeasurement gain (loss) on 3 3 0 0
retirement benefits
Retained earnings
Appropriated 400 400 0 0
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Unappropriated 884 832 52 6
5,427 4,220 1,207 28

LIABILITIES

Current liabilities

Trade and other payables 660 636 24 4

Dividends payable 0 0 0 0

Income tax payable 63 46 17 37
723 682 41 6

Noncurrent liabilities

Customers’ deposit 335 335 0 0

Deferred tax liabilities 533 539 -6 -1

Retirement benefits obligation 73 73 0 0
941 947 -6 0.6

TOTAL EQUITY AND

LIABILITIES 7,091 5,850 1,241 21

Changes in Financial Position

Utility Plant and Equipment

The Company invested P35 million on capital expenditures for the three-month period
ending 31 March 2024 for the continuous extension of the distribution assets to accommodate the
growth of customers and their electricity consumption. The total Utility Plant and Equipment,
despite the investment, decreased by P 11 million or 30%, due to the higher cost of depreciation
than capital expenditures.

Other Property and Equipment
This Other Property and Equipment as of March 31, 2024, likewise decreased by 5.6
million or 7% due to depreciation.

Cash and Cash Equivalents

The Company’s Cash and Cash Equivalent account increased by P1.3 billion or 141%. The
increase was primarily due to the receipt of the proceeds from the initial public offering of the
Company that was held from January 8 to 12, 2024 following the SEC’s approval of the
Company’s registration of its shares on December 27, 2023. The proceeds shall be used solely in
accordance with the purpose stated in the use of the proceeds of the public offering.

Prepayments and Other Current Assets

The Prepayments and Other Current Assets increased by P18 million or 24% due to the
annual payments of property insurance, real property tax, and local franchise tax for the year
2024. This account is amortized monthly to recognize the expense portion in its applicable
period.

Trade and Other Payables

The Trade and Other Payables increased by 4% from P636 million as at December 31, 2023
to P660 million as of March 31, 2024. This account includes the cost of power that the Company
purchased from its generators under a bilateral agreement, the costs of energy drawn from the
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Wholesale Electricity Market (WESM), and payments for transmission services provided by
theNational Grid Corporation of the Philippines (NGCP). The increase in this account was due
to the higher cost of accrual of expenses from these generators and transmission service
providers.

Capital Stock and Additional Paid-In Capital

The increase in capital stock and additional paid-in capital by 220 million and 953 million,
respectively, for the period ending March 31, 2024, resulted from the sale of 2,200,000 common
shares of DECORP through an initial public offering. The SEC rendered the sale effective

Liquidity risk

The Company monitors and maintains a level of funds deemed adequate by management to
finance the Company’s operations and mitigate the effects of cash flows. Any excess funds are
placed with reputable banks to generate interest income. As at 31 March 2025 and 31 December
2024, the financial liabilities have contractual maturities as follow:

March 31, 2025 December 31, 2024
Due within Due beyond Due within one Due beyond
one year one year year one year
Trade payables $290,550,239 P- P249,274,778 P-
Other payables* 130,097,124 - 163,790,780 -

Dividend payable - - - -
Customers’ deposits 240,763,052 337,024,731 240,763,052 337,846,798
P661,410,415  P334,722,270  P653,828,610  $337,846,798

The Company does not foresee that it will have any cashflow or liquidity problems within the
next twelve (12) months from the date of this report.

The Company is not aware of any event that will trigger or contingent financial obligations
that are material to the Company, including default or acceleration of any obligations.

The Company does not have any off-balance sheet transactions, arrangements, obligations,
including contingent obligations, and other relationships with unconsolidated entities or other
persons created during the relevant period.

The Company is not aware of any trends, events, or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact on net sales, revenues,
income from continuing operations.

The Company does not have any significant elements of income or loss that did not arise
from its continuing operations.

The Company does not have any seasonal aspects that had a material effect on the financial
conditions or results of operations.
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Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule A — Financial Assets
March 31, 2025

Unaudited
No of Shares Amount Value Based on Income
of Principal Shown in the Market Received and
Amount of Statements of Quotation at Accrued
Bonds and Financial Statement of

Notes Position Condition Date
Financial assets at fair value through
other comprehensive income
(Fvoci)
Equity Securities
Tarlac Electric Inc. 400,000 152,000,000 152,000,000
Total -FVOCI 152,000,000 152,000,000
Financial assets at fair value through
profit or loss (FVPL)
Debt Securities
Petron Corporation 98,680,726 98,680,726
Aboitiz Equity Ventures 17,830,000 17,830,000
BPI -PHILAM 29,155,665 29,155,665
Equity Securities
BPI -PHILAM 8,207,843 8,207,843 -
Other equity and debt securities
Sun Life Asset Management Co., Inc. 17,992,996 17,992,996
Landbank of the Philippines 4,581,464 4,581,464
BPI -PHILAM 7,821,693 7,821,693
Total -FVPL 184,270,387 184,270,387
Cash and Cash Equivalents 2,368,887,566 | 2,368,887,566 1,069,417
Trade and Other Receivables 510,298,264 634,507,090




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule B — Amounts Receivables from Directors, Officers, Employees, Related Parties, and Principal
Stockholders (Other than Related Parties)
March 31, 2025

(Unaudited)
Balance at Deductions Ending Balance Balance at
Beginning Additions Am.ounts the End of
of Year Amounts Written- the Year
Name and Designation of Debtor Collected off Current Non-Current

Receivables from directors, officers, employees, related parties, and principal stockholders are within the
ordinary course of the company




Schedule C — Amounts Receivables from Related Parties which are Eliminated during the Consolidation of
Financial Statements

Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J

March 31, 2025

(Unaudited)
Balance at Deductions Ending Balance B:tlz::t;e
Beginning | Additions Amounts
of Year Amounts Written- End of
Name and Designation of Debtor Collected/Paid off Current Non-Current the Year

Not Applicable




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule D — Long Term Debt
March 31, 2025
(Unaudited)

Type of Obligation

Amount Shown Under Caption
"Current Portion of Long Long-
term Debt" in Related Statement
of Financial Position

Amount Shown Under
Caption "Long-term Debt" in
related Statement of
Financial Condition

The Company has no long-term loans




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule G — Capital Stock
March 31, 2025

(Unaudited)
Number of Number of Shares Held by
Outstanding as Shares
Shown Under Reserved for
the Related Options,
Number of Statement of Warrants,
Shares Condition Conversion and Directors, Officers,
Title of Issue Authorized Caption Other Rights Related Parties and Employees Others
Common Stock 15,000,000 14,662,000 12,863,000 | 1,799,000




Dagupan Electric Corporation
AB Fernandez St., Dagupan City, Province of Pangasinan
Schedule H - Reconciliation of Retained Earnings Available for Dividend Declaration
As of March 31, 2025
(Unaudited)

ltems Amount

Unappropriated Retained Earnings, as adjusted to available for dividend
distribution, beginning of the period 1,466,186,123
Add: Net income during the period closed to retained earnings 22,109,937
Less: Non-actual/unrealized income net of tax

Fair value gain (loss) on financial assets at F\VPL
Add: Non-actual losses

Depreciation on revaluation increment (after tax) 17,277,667
Net income actually earned during the period 39,387,604
Less:

Effect of prior period adjustments

Cash dividend declaration during the period -
Stock dividend declaration during the period

Appropriation of retained earnings during the period

Reversal of appropriation

39,387,604

Total Retained Earnings, End, Available for Dividend Declaration 1,505,573,727




SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

Dagupan Electric Corporation
For the Period Ended March 31, 2025 and 2024

(Unaudited)
Ratio Formula 2025 2024
Current Ratio Current Assets / Current Liabilities 4.29 4.15
(Cash and Cash Equivalents + Marketable Securities + Accounts
Acid Test Ratio Receivable) / Current Liabilities 411 3.91
Solvency Ratio (Net Profit After Tax + Non-Cash Expenses) / Liabilities 0.04 0.05
Debt-to-Equity Ratio Total Liabilities / Total Equity 0.3 0.31
Asset-to-Equity Ratio Total Assets / Total Equity 1.3 1.31
Interest Rate Coverage Ratio* |Earnings Before Interests and Taxes / Interest Expense N/A N/A
Return on Equity (Net Income / Average Shareholders' Equity) x 100 0.39% 1%
Return on Assets (Net Income / Average Total Assets) x 100 0.30% 0.4%
Net Profit Margin (Net Income / Revenues) x 100 2% 3%
[(Net sales of Current Period - Net Sales of Previous Period) / Net
Net Sales Growth Sales of Previous Period] x 100 2% -14%
[(Net income of current period - Net income of previous period) / Net
Net income percentage income of previous period] x 100 -21% -73%
[(Shareholders' equity of current period - Shareholders' equity of
Increase in shareholders' equity |previous period) / Shareholders' equity of previous period] x 100 0.49% 29%

* The Company has no loans




DAGUPAN ELECTRIC CORPORATION
Aging of Accounts Receivable
March 31, 2025
(Unaudited)

No. of Days Outstanding Amount
Current 327,681,579
0-30 days 28,773,395
31-60 days 146,615,846
>90 days 7,227,444

Total 510,298,264
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COVER SHEET

for
NOTIFICATION OF INABILITY TO FILE OR ANY PORTION OF SEC FORM 17-A OR 17-Q

SEC Registration Number

118(8|9(0

COMPANY NAME

D(A[{GJU|P|A[N EIL|E|C|T|RjI|C CI|OJR{P[O[R|[A[T|I|O|N

PRINCIPAL OFFICE (No./Street/Barangay / City / Town / Province)

A|B FIE[R{N|JA[N]D|E|Z S|T DIA|GJU|P|[A]|N ClI|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable
17] - | L S |[E |C
| COMPANY INFORMATION ]
Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
§5 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number
Lilian D. Saralde Ids@decorp.com.ph (632) 8374 3039 9285066639
L CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated :

2 : ANl Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.




SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:

Form 17-A { ] Form 17-Q [Y]

Period-Ended Date of required filing March 31, 2025

Date of this report May 15, 2025

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates;: SEC FORM 17-Q

1.

3.

SEC ldentification Number 18890 2. BIR Tax Identification No. 000-202-524

DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

Industry Classification Code: | (SEC Use Only)

AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

(632) 83743039

Issuer's telephone number, including area code

NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

. Are any of the issuer’s securities listed on a Stock Exchange?

Yes|[ ] No[ v']
If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ ]

(b) The subject annual report on SEC Form 17-A, or portion thereof, wil! be filed on or before the
fifteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. [v]

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

The request to file the 17-Q beyond the prescribed period is to allow us sufficient time to complete the
report for the first quarter of 2025.

Part Il - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v] No [ ] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes [ ] No [v]
If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the resuits cannot be made.

SEC Form 17-L Instructions 2
February 2001



SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

R_M«_L-Ad»-\d‘

RENE L. LLAMES
President and CEO

Date: May 13, 2025

SEC Form 17-L. Instructions 3
February 2001
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COVER SHEET

for

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(B) THEREUNDER

SEC Registration Number

1/8(8|9]|0

COMPANY NAME
D/A|G|U|[P|A|N E(LIE|C|T[R|I]|C C|O|R[(P|O|R|A[T|I]|O|N

PRINCIPAL OFFICE ( No./ Street/Barangay/ City / Town / Province)

A|B FIE|R[N|A|NID|E|Z S|T D/A|G|U(P|A|N ClII|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable
17| - |1 Q S |E |C
COMPANY INFORMATION
Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3040 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
54 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation
Name of Contact Person Email Address Telephone Number/s Mobile Number

Lilian D. Saralde lds@decorp.com.ph (632) 8374 3040 9285066639

CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City
Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated
2 : Al Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended June 30, 2025

2. Commission identification number 18890 3. BIR Tax Identification No. 000-202-524

DAGUPAN ELECTRIC CORPORATION
4. Exact name of issuer as specified in its charter

DAGUPAN CITY, PANGASINAN, PHILIPPINES
5. Province, country or other jurisdiction of incorporation or organization

6. Industry Classification Code: |:| (SEC Use Only)

AB FERNANDEZ ST., DAGUPAN CITY 2400
7. Address of issuer's principal office Postal Code

(632) 8374 3039
8. Issuer's telephone number, including area code

NOT APPLICABLE
9. Former name, former address and former fiscal year, if changed since last report

10.Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Title of each Class Number of shares of common

stock outstanding and amount
of debt outstanding

COMMON SHARES 14,662,000

11. Are any or all of the securities listed on a Stock Exchange?
Yes [ ] No [ V]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

NOT APPLICABLE

2-Form-17Q-2025-Q2-Lead-Page.doc (Instructions)
February 2001



12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12) months
(or for such shorter period the registrant was required to file such reports)

Yes [V'] No [ ]

(b) has been subject to such filing requirements for the past ninety (90) days.

Yes [v] No [ ]

PART I--FINANCIAL INFORMATION

Item 1. Financial Statements.

The Unaudited Interim Condensed Financial Statements of Dagupan Electric Corporation
(“DECORP?” or the “Company”) as of and for the period ended June 30, 2025 (with comparative figures as
of December 31, 2024 and for the period ended June 30, 2024) and Unaudited Notes to the Interim
Condensed Financial Statements are attached as Annex A.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.
The information required by Part lll, Paragraph (A)(2)(b) of “Annex C”, is attached as Annex B.
PART II--OTHER INFORMATION
The following other information are attached as Annex C

a) Schedules required under Annex 68-J of the Revised Securities Regulation Code Rule 68
b) SEC Form 17-L for SEC Form 17-Q as of and for the quarter ended June 30, 2025

2-Form-17Q-2025-Q2-Lead-Page.doc 2
February 2001



SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

Issuer

DAGUPAN ELECTRIC CORPORATION
Issuer

By:

L LWM—
Rene Bernard L. Llames

President and CEO

oAsAAA

ilian D. Saralde
inance Manager and Compliance Officer

Date: August 20, 2025

2-Form-17Q-2025-Q2-Lead-Page.doc 3
February 2001



DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF FINANCIAL POSITION

June 30, 2025
(Unaudited)

December 31 2024
(Audited)

ASSETS

Noncurrent Assets
Utility plant and equipment -note 4
Other property and equipment -note 5
FVOCI -note 6
Deferred tax assets -note 21

Current Assets
Cash and cash equivalents -note 7

3,929,254,133

3,878,693,425

79,674,330 85,820,987
152,000,000 152,000,000
28,005,805 28,005,805
4,188,934,269 4,144,520,217

2,396,772,468

2,179,835,209

Trade and other receivables -note 8 582,879,880 634,507,090
Financial assets at FVPL -note 9 184,270,386 184,270,386
Inventories -note 10 88,837,590 116,360,970
Prepayments and other current assets -note 11 57,923,067 66,010,239
3,310,683,391 3,180,983,894

TOTAL ASSETS 7,499,617,660 7,325,504,111

EQUITY AND LIABILITIES

Equity
Capital stock -note 15
Additional paid-in capital
Revaluation reserve -notes 4 and 5

1,466,200,000
1,141,724,320
1,463,232,958

1,466,200,000
1,141,724,320
1,480,510,625

Remeasurement gain (loss) on retirement benefits -note 18 2,962,763 2,962,763
Retained earnings -note 14
Appropriated 0 0
Unappropriated 1,581,556,756 1,550,957,603
5,655,676,798 5,642,355,311
Current Liabilities
Trade and other payables -note 12 715,391,798 703,472,335
Dividends payable 147,499,720 0.03
Income tax payable 43,871,590 36,880,505
906,763,108 740,352,841
Noncurrent Liabilities
Customers' deposit -note 13 337,987,817 337,846,798
Deferred tax liabilities -note 21 512,929,374 518,688,596
Retirement benefits obligation -note 18 86,260,564 86,260,564
937,177,755 942,795,958
TOTAL EQUITY AND LIABILITIES 7,499,617,660 7,325,504,110

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION
UNAUDITED INTERIM CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
For the Period Ended June 30, 2024 and 2023

Unaudited Unaudited
For the Six Months Ended For the Quarter Ended
2025 2024 2025 2024

REVENUES -note 17 2,050,660,935 2,026,810,893 1,141,774,483 1,139,045,917
OPERATING EXPENSES

Purchases power -note 21 1,532,395,792 1,658,129,204 820,004,833 973,592,408

Operating and maintenance -note 19 139,967,189 167,381,634 72,849,463 72,297,207

Depreciation 105,836,830 105,232,035 52,845,161 52,668,422

Taxes other than income tax 51,170,926 34,071,418 14,598,045 21,988,488

1,829,370,738 1,964,814,291 960,297,503 1,120,546,524

INCOME FROM OPERATIONS 221,290,197 61,996,602 181,476,980 18,499,393
OTHER INCOME (CHARGES) 6,154,696 2,933,780 3,153,282 1,314,537
INCOME BEFORE INCOME TAX 227,444,893 64,930,382 184,630,261 19,813,930
PROVISION FOR INCOME TAX 72,382,909 30,808,168 51,678,215 13,767,587
NET INCOME 155,061,984 34,122,213 132,952,047 6,046,342
OTHER COMPREHENSIVE INCOME
Not to be reclassified to profit or loss in the subsequent periods

Remeasurement gain (loss) on retirement benefits,

net of tax -
TOTAL COMPREHENSIVE INCOME 155,061,984 34,122,213 132,952,047 6,046,342
Earnings Per Share 10.58 2.33 9.07 0.41

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIOD ENDED JUNE 30, 2025 AND 2024

Capital Stock -note

Additional Paid-in

Remeasurement
Gain (Loss) on

Appropriated

Unappropriated

15 Capital Revaluation Reserve Retirement Benefits Retained Earnings  Retained Earnings Total Equity
Balance at January 1, 2025 1,466,200,000 1,141,724,320 1,480,510,625 2,962,764 1,550,957,608 5,642,355,317
Net Income 155,061,984 155,061,984
Depreciation on appraisal increase
transferred to unappropriated retained
earnings -23,036,889 23,036,889 -
Income tax effect on the revaluation
increment charged to operations through
additional depreciation charges 5,759,222 5,759,222
Remeasurement gain on retirement benefits
, net of tax
Transactions with owners
Cash dividends -147,499,720 -147,499,720
0 0 -17,277,666 0 0 30,599,153 13,321,486
Balance at June 30, 2025 1,466,200,000 1,141,724,320 1,463,232,959 2,962,764 - 1,729,056,481 5,655,676,803
Balance at January 1, 2024 1,246,200,000 189,124,320 1,549,621,291 2,962,764 400,000,000 831,949,016 4,219,857,391
Net income 34,122,213 34,122,213
Depreciation on appraisal increase
transferred to unappropriated retained
earnings -48,219,350 48,219,350 -
Income tax effect on the revaluation
increment charged to operations through
additional depreciation charges 12,054,837 12,054,837
Remeasurement gain on retirement benefits,
net of tax -
Transaction with owners -
Cash dividends -
Public offering 220,000,000 952,600,000 1,172,600,000
Transfer to unappropriated earnings -
220,000,000 952,600,000 -36,164,513 - - 82,341,563 1,218,777,050
Balance at June,30 2024 1,466,200,000 1,141,724,320 1,513,456,778 2,962,764 400,000,000 914,290,579 5,438,634,441

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION
UNAUDITED INTERIM CONDENSED STATEMENTS OF CASH FLOWS

Unaudited
For the Six Months Ended June 30
2025 2024
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 227,444,893 64,930,382
Adjustment for:
Depreciation -notes 4 and 5 105,836,830 105,232,035
Retirement benefit expense -note 18
Provision for ECL -note 8
Interest expense -note 13 54,123
Fair value loss on financial assets at FVPL -note 9
Interest income -note 7 -2,047,068 -1,880,739
Gain on sale of transportation equipment -note 5
Operating income before working capital changes 331,288,779 168,281,678
Decrease (increase) in:
Trade and other receivables 51,627,210 -71,701,482
Inventories 27,523,379 -12,223,353
Prepayments and other current assets 8,087,172 -24,161,064
Increase (decrease) in:
Trade and other payables 11,919,462 157,483,866
Dividends payable
Customers' deposits 141,017 74,900
Cash generated from operations 430,587,019 217,754,545
Interest received -note 7 2,047,068 1,880,739
Income tax paid -65,391,824 -30,808,168
Interest paid -54,123
Net cash provided by operating activities 367,188,141 188,827,116
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment -notes 4 and 5 -150,250,882 -96,968,672
Proceeds from financial assets at FVPL -note 9
Acquisition of financial assets at FVOCI
Proceeds from sale of transportation equipment -note 5
Net cash used in investing activities -150,250,882 -96,968,672
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of cash dividends
Proceeds from public offering 1,172,600,000
Net cash used in financing activities 0 1,172,600,000
NET INCREASE IN CASH AND CASH EQUIVALENTS 216,937,259 1,264,458,444
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD 2,179,835,209 886,889,217
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD -note 7 2,396,772,468 2,151,347,661

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION
Notes to Interim Condensed Financial Statements
For the Period Ended June 30, 2025 and December 31, 2024

1. CORPORATE INFORMATION

Dagupan Electric Corporation (the Company) was incorporated in the Philippines on May 30,
1961. On May 20, 2008, the Securities and Exchange Commission (SEC) approved the
amendment of the Articles of Incorporation of the Company extending its corporate life for
another 50 years from May 20, 2011. The Company is majority owned by a group of Filipino
individuals.

The Company is engaged in the distribution of electricity and is granted with a legislative
franchise to operate and service certain areas in the province of Pangasinan by virtue of
Republic Act (R.A.) No. 9969, enacted by the Congress of the Philippines on February 6, 2010,
entitled “An Act Amending R.A. No. 3221, Granting a Franchise to Dagupan Electric
Corporation to Construct, Operate and Maintain a Distribution System for the Conveyance of
Electric Power to the End-Users in the City of Dagupan, the Municipalities of Calasiao, Sta.
Barbara, San Fabian, San Jacinto and Manaoag, and Barangays Bolingit and Cruz in the City of
San Carlos, all in the Province of Pangasinan, and Renewing/ Extending the Term of the
Franchise to Another Twenty-Five (25) Years from the Date of the Approval of this Act”. The
act became effective on February 27, 2010.

The Company is subject to the regulations and rate-making policies of the Energy Regulatory
Commission (ERC).

The registered principal address of the Company is AB Fernandez St., Dagupan City, Province
of Pangasinan.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of the Company’s
financial statements for the period ended June 30, 2025 have been adopted in the preparation of
the interim condensed financial statements. The policies have been consistently applied to all
the periods presented, unless otherwise stated.

Statement of Compliance

The financial statements of the Company have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). The term PFRS in general includes all applicable PFRS,
Philippine Accounting Standards (PAS) and Interpretations issued by the former Standing
Interpretations Committee (SIC), the Philippine Interpretations Committee (PIC) and the
International Financial Reporting Interpretations Committee (IFRIC), which have been
approved by the Financial Reporting Standards Council (FRSC) and adopted by SEC.

Basis of Preparation

The interim condensed financial statements have been prepared on a historical cost basis except
for utility, plant and equipment and other property and equipment which are stated at revalued
amount and financial assets at fair value through profit or loss (FVPL).
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The financial statements are presented in Philippine peso (P), the Company’s functional
currency. All amounts are rounded to the nearest peso except when otherwise indicated.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial years except
for the amended PFRS below which is mandatorily effective for annual periods beginning on or
after January 1, 2023.

PAS I and PFRS Practice Statement 2 (Amendments) Disclosure of Accounting Policies. The
narrow-scope amendments PAS 1, Presentation of Financial Statements require entities to
disclose material accounting policy information instead of significant accounting policies. The
amendments also clarify the following: (1) accounting policy information may be material
because of its nature, even if the related amounts are immaterial; (2) accounting policy is
material if users of an entity’s financial statements would need it to understand other material
information in the statements; and (3) if an entity discloses immaterial accounting policy
information, such information shall not obscure material accounting policy information.
Further, the amendments provide several paragraphs to explain how an entity can identify
material accounting policy information and to give examples of when accounting policy
information is likely to be material. In addition, PFRS Practice Statement 2 has been amended
by adding guidance and examples to explain and demonstrate the application of ‘four-step
materiality process’ to accounting policy information in order to support the amendments to
PAS 1. The amendments are applied prospectively. The amendments are effective for annual
periods beginning on or after January 1, 2023, with earlier application permitted. Once the
entity applies the amendments to PAS 1, it is also permitted to apply the amendments to PFRS
Practice Statement 2. The amendments do not have a material impact on the interim financial
statements of the Company.

PAS 8 (Amendments) Definition of Accounting Estimates. The amendments to PAS 8,

Accounting Policies, Changes focus entirely on accounting estimates and clarify the following:

o The definition of a change in accounting estimates is replaced with a definition of
accounting estimates. Under the new definition, accounting estimates are “monetary
amounts in financial statements that are subject to measurement uncertainty”.

o Entities develop accounting estimates if accounting policies require items in financial
statements to be measured in a way that involves measurement uncertainty.

e A change in accounting estimate that results from new information or new developments is
not the correction of an error. In addition, the effects of a change in an input or a
measurement technique used to develop an accounting estimate are changes in accounting
estimates if they do not result from the correction of prior period errors.

e A change in an accounting estimate may affect only the current period’s profit or loss, or
the profit or loss of both the current period and future periods. The effect of the change
relating to the current period is recognised as income or expense in the current period. The
effect, if any, on future periods is recognised as income or expense in those future periods.

The amendments do not have a material impact on the interim financial statements of the
Company.

New accounting standards and amendments to existing standards effective subsequent to
January 1, 2023
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Standards issued but not yet effective up to the date of the Company's financial statements are
listed below. These amendments to standards issued are those that the Company reasonably
expects to have an impact on disclosures, financial position or performance when applied at a
future date. The Company intends to adopt these standards when they become effective.

PAS 1 (Amendments) Classification of Liabilities as Current or Noncurrent. The narrow-scope
amendments to PAS 1, Presentation of Financial Statements clarify that liabilities are classified
as either current or noncurrent, depending on the rights that exist at the end of the reporting
period. Classification is unaffected by the expectations of the entity or events after the reporting
date (e.g. the receipt of a waver or a breach of covenant). The amendments also clarify what
PAS 1 means when it refers to the ‘settlement’ of a liability. The amendments could affect the
classification of liabilities, particularly for entities that previously considered management’s
intentions to determine classification and for some liabilities that can be converted into equity.
The amendments are effective for annual periods beginning on or after January 1, 2024, with
earlier application permitted. The amendments do not have a material impact on the interim
financial statements of the Company.

Utility Plant and Equipment and Other Property and Equipment

The Company’s utility plant and equipment and other property and equipment (fixed assets) are
initially measured at cost. The initial cost comprises its purchase price, including import duties
and non-refundable purchase taxes and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditures incurred after the fixed assets
have been put into operation, such as repairs and maintenance and overhaul costs, are normally
charged to profit or loss in the period when the costs are incurred. Land is stated at cost less any
impairment in value.

Subsequently, fixed assets are carried at revalued amounts which are the fair values at the date
of revaluation, as determined by independent appraisers, less subsequent accumulated
depreciation and any accumulated impairment losses. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The appraisal was performed by an independent firm of
appraisers and the significant assumptions used by the appraiser are disclosed in Notes 4 and 5.

If the assets’ carrying amount is increased as a result of a revaluation, the increase is recognized
in other comprehensive income and accumulated in equity under the heading “Revaluation
reserve”. However, the increase shall be recognized in profit or loss to the extent that it reverses
a revaluation decrease of the same asset previously recognized in profit or loss.

If the assets’ carrying amount is decreased as a result of a revaluation, the decrease shall be
recognized in profit or loss. However, the decrease shall be recognized in other comprehensive
income to the extent of any credit balance existing in the revaluation reserve in respect of that
asset. The decrease recognized in other comprehensive income reduces the amount accumulated
in equity under the heading “Revaluation reserve”. Annually, an amount from the revaluation
reserve is transferred to retained earnings for the depreciation relating to the revaluation.
Revaluations are performed to ensure that the carrying amount does not differ materially from
that which would be determined using fair value at the reporting date.

Depreciation is computed on a straight-line method over the following estimated useful lives:

Number of Years



Notes to Financial Statements

Page - 4
Utility plant and equipment:
Buildings and improvements 30
Distribution 25-45
Tools and equipment 10
Other property and equipment:
Office furniture and equipment 5-10

Transportation equipment

Construction in progress represents properties under construction and is stated at cost. This
includes the cost of construction, applicable borrowing cost and other direct costs. The account
is not depreciated until such time that the assets are completed and available for use. A fixed
asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

The depreciation method, residual values and estimated useful lives of utility plant and
equipment and other property and equipment are reviewed and adjusted, if appropriate, at each
reporting date.

An item of utility plant and equipment and other property and equipment is derecognized when
either it has been disposed of or when it is permanently withdrawn from use and no future
economic benefits are expected from its use or disposal. Any gain or loss arising on the
retirement and disposal of an item of utility plant and equipment and other property and
equipment (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the period of retirement or disposal. Upon
disposal, any revaluation reserve relating to the particular asset being sold is transferred to
retained earnings.

Impairment of Non-financial Assets

The Company assesses the utility plant and equipment and other property and equipment at each
reporting date whether there is an indication that the asset may be impaired. All individual
assets or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). As a result, some assets are tested
individually for impairment and some are tested at cash-generating unit level.

An impairment loss is recognized for the amount by which the asset or cash-generating unit’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of fair
value, reflecting market conditions less cost to sell, and value in use, based on an internal
evaluation of discounted cash flow. Impairment loss is charged to the assets in the cash-
generating unit.

All fixed assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist and the carrying amount of the asset is adjusted to the

recoverable amount resulting in the reversal of the impairment loss.

Financial Instruments

a. Initial recognition, measurement and classification of financial instruments
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The Company recognizes financial assets and financial liabilities in the statements of financial
position when it becomes a party to the contractual provisions of the instrument. Purchases or
sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the market place are recognized on the settlement date.

With the exception of trade receivables that do not contain a significant financing component,
financial assets and financial liabilities are recognized initially at fair value including
transaction costs, except for those financial assets and liabilities at FVPL where the transaction
costs are charged to expense in the period incurred. Trade receivables that do not contain a
significant financing component are recognized initially at their transaction price. The Company
classifies its financial assets as subsequently measured at amortized cost, fair value through
other comprehensive income (FVOCI) and FVPL.

The classification of debt instruments at amortized cost or at FVOCI depends on the financial
asset’s contractual cash flow characteristics and the Company’s business model for managing
the financial assets. The Company’s business model is determined at a level that reflects how
groups of financial assets are managed together to achieve a particular business objective. The
Company’s business model determines whether cash flows will result from collecting
contractual cash flows, selling financial assets or both.

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information.

Upon initial recognition, the Company may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity investment that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

The Company classifies its financial liabilities as subsequently measured at amortized cost
using the effective interest method or at FVPL.

Financial Assets at Amortized Cost
Financial assets are measured at amortized when both of the following conditions are met:

o the financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows; and

o the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

After initial measurement, financial assets at amortized cost are subsequently measured using

the effective interest method less allowance for impairment. Gains and losses are recognized in

the statements of comprehensive income when the financial assets at amortized cost are

derecognized, modified or impaired. These financial assets are included in current assets if

maturity is within 12 months from the end of reporting period. Otherwise, these are classified as

noncurrent assets.
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The Company’s financial assets at amortized cost comprise cash and cash equivalents, and trade
and other receivables (see Notes 7 and 8). Cash includes cash on hand and in banks. Cash
equivalents are short-term, highly liquid investments that are readily convertible to known
amounts of cash depending on the immediate cash requirements of the Company and are subject
to an insignificant risk of change in value.

Trade receivables are amounts due from the Company’s customers for the power supplied to the
customers and other related services performed in the ordinary course of business.

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term.

Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information. Financial
assets at FVPL are carried in the statements of financial position at fair value with net changes
in fair value recognized in the profit or loss.

As at June 30, 2025 and December 31, 2024, the financial assets at FVPL include unit
investment trust funds and mutual funds that are not considered equity instruments designated at
FVOCI and do not meet the amortized cost criteria (see Note 9).

Equity Instruments Designated at FVOCI

Upon initial recognition, the Company may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity instrument that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

When the equity instrument is derecognized, the cumulative gain or loss previously recognized
in other comprehensive income is not subsequently reclassified to profit or loss, but is
transferred to retained earnings. Equity instruments designated at FVOCI are not subject to
impairment assessment. These financial assets are classified as noncurrent assets.

As at June 30, 2025 and December 31, 2024, the Company’s equity instruments at FVOCI
consists of investment in unquoted equity shares of a private company (see Note 6).

b. Determination of Fair Value
The Company classifies its fair value measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the

following levels:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
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e Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level
2); and

o Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3).

The fair value of financial instruments traded in active markets is based on quoted market prices
at the reporting date. A market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly occurring market transactions on an
arm’s length basis. The fair value of financial instruments that are not traded in an active market
(for example, over-the-counter derivatives) is determined by using valuation techniques. These
valuation techniques maximize the use of observable market data where it is available and rely
as little as possible on entity specific estimates. If all significant inputs required to fair value of
an instrument are observable, the instrument is included in level 2. If one or more of the
significant inputs is not based on observable market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

¢ Quoted market prices or dealer quotes for similar instruments.

o The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves.

o The fair value of forward foreign exchange contracts is determined using forward exchange
rates at the reporting date, with the resulting value discounted back to present value.

e  Other techniques, such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments.

The Company’s financial assets at FVPL, which consist of unit investment trust funds and
mutual funds, are measured at fair value. Fair value disclosures are presented in Note 26.

“Day 1" Difference

When the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the
difference between the transaction price and fair value (a “Day 1” difference) in the statements
of comprehensive income unless it qualifies for recognition as some other type of asset or
liability. In cases where use is made of data which is not observable, the difference between the
transaction price and model value is only recognized in the statements of comprehensive
income when the inputs become observable or when the instrument is derecognized. For each
transaction, the Company determines the appropriate method of recognizing the “Day 17
difference amount.

Financial Liabilities at Amortized Cost
Financial liabilities that are not contingent consideration of an acquirer in a business

combination, held for trading, or designated as at FVPL, are measured subsequently at
amortized cost using the effective interest method.
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The effective interest method is a method of calculating the amortized cost of a financial
liability and allocating interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the amortized cost of a financial liability.

Financial liabilities at amortized cost include trade and other payables (except statutory
payables), dividend payable and customers’ deposits (see Notes 12, 13 and 14).

Trade payables are obligations to pay for goods and services that have been acquired in the
ordinary course of business from suppliers. Other payables include non-trade payable and
accrued expenses.

Customers’ deposits are recognized upon receipt from customers and are measured at fair value
of the consideration received. This is composed of bill, pole attachment and cost of line
extension (COLE) deposit that serves as guarantee of customers. The customers’ deposits are
measured subsequently at amortized cost after the initial recognition. The customers’ deposits
are derecognized upon return to customers in accordance with regulations and contracts entered
by the parties. Customers’ deposits are classified as current liabilities if return to customers is
due within one year or less; otherwise, these are presented as noncurrent liabilities.

c. Impairment of Financial Assets

The Company recognizes allowance for estimated credit losses (ECL) for all debt instruments
that are measured at amortized cost or at FVOCI and trade and other receivables. ECLs are a
probability-weighted estimate of credit losses over the expected life of the financial asset.

Credit losses are the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Company expects to receive, discounted at the original
effective interest rate. The expected cash flows include cash flows from the sale of collateral
held or other credit enhancements that are integral to the contractual terms.

The Company assesses at each end of the reporting period whether the credit risk on a financial
asset has increased significantly since initial recognition. For those credit exposures for which
there has been a significant increase in credit risk since initial recognition, a loss allowance is
measured at an amount equal to the lifetime ECLs. For credit exposures for which there has not
been a significant increase in credit risk since initial recognition, a loss allowance is measured at
an amount equal to 12-month ECLs. Lifetime ECL represents the expected credit losses that
will result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
period.

For trade receivables, the Company applies a simplified approach in calculating ECLs. The
Company recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLs on these financial assets are estimated using a provision matrix based on the
Company’s historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment, including time value of money where appropriate.

When the credit risk on financial instruments for which lifetime ECLs have been recognized
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subsequently improves, and the requirement for recognizing lifetime ECLs is no longer met, the
loss allowance is measured at an amount equal to 12-month ECL at the current reporting period,
except for assets for which simplified approach was used.

The Company recognizes impairment loss (reversals) in profit or loss for all financial assets
with a corresponding adjustment to their carrying amount through a loss allowance account.

Significant Increase in Credit Risk

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Company compares the risk of a default occurring on the financial
instrument at the end of reporting period with the risk of a default occurring on the financial
instrument at the date of initial recognition. In making this assessment, the Company considers
both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or
effort. Forward-looking information considered includes the future prospects of the industries in
which the Company’s debtors operate, obtained from economic expert reports, financial
analysts, governmental bodies, relevant think-tanks and other similar organizations, as well as
consideration of various external sources of actual and forecast economic information that relate
to the Company’s core operations.

In particular, the following information is taken into account when assessing whether credit risk
has increased significantly since initial recognition:

e an actual or expected significant deterioration in the financial instrument’s external (if
available) or internal credit rating;

e significant deterioration in external market indicators of credit risk for a particular financial
instrument, e.g., the extent to which the fair value of a financial asset has been less than its
amortized cost;

e cxisting or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

e an actual or expected significant deterioration in the operating results of the debtor;

e significant increases in credit risk on other financial instruments of the same debtor;

e an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk
on a financial asset has increased significantly since initial recognition when contractual
payments are more than 30 days past due, unless the Company has reasonable and supportable
information that demonstrates otherwise.

Despite the foregoing, the Company assumes that the credit risk on a financial instrument has
not increased significantly since initial recognition of the financial instrument is determined to
have low credit risk at the end of reporting period. A financial instrument is determined to have
low credit risk if:

e the financial instrument has a low risk of default;
e the debtor has a strong capacity to meet its contractual cash flow obligations in the near
term; and
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e adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfill its contractual cash flow obligations.

The Company considers a financial asset to have low credit risk when the asset has external
credit rating of ‘investment grade’ in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of ‘performing’. Performing
means that the counterparty has a strong financial position and there is no past due amounts.
The Company regularly monitors the effectiveness of the criteria used to identify whether there
has been a significant increase in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit risk before the amount becomes
past due.

Definition of Default

The Company considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that financial assets that meet either of
the following criteria are generally not recoverable:

e when there is a breach of financial covenants by the debtor; or

e Information developed internally or obtained from external sources indicates that the debtor
is unlikely to pay its creditors, including the Company, in full (without taking into account
any collateral held by the Company).

Irrespective of the above analysis, the Company considers that default has occurred when a
financial asset is more than 90 days past due unless the Company has reasonable and
supportable information to demonstrate that a more lagging default criterion is more
appropriate.

Credit-impaired Financial Assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on
the estimated future cash flows of that financial asset have occurred. Evidence that a financial
asset is credit-impaired includes observable data about the following events:

e significant financial difficulty of the issuer or the borrower;
a breach of contract, such as a default or past due event;

o the lenders of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower concessions that the lenders would not
otherwise consider;

e it is becoming probable that the borrower will enter bankruptcy or other financial
reorganization; or

e the disappearance of an active market for that financial asset because of financial
difficulties.

Write-off Policy

The Company writes off a financial asset when there is information indicating that the debtor is
in severe financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor
has been placed under liquidation or has entered into bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over one year past due, whichever occurs sooner.
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Financial assets written-off may still be subject to enforcement activities under the Company’s
recovery procedures, taking into account legal advice where appropriate. Any recoveries made
are recognized in profit or loss.

d. Derecognition
Financial Asset

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized when:

e the right to receive cash flows from the asset has expired;
the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

e the Company has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Company has transferred its right to receive cash flows from an asset and has entered
into a “pass-through” arrangement, and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Company’s continuing involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Company could
be required to repay.

Financial Liability

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such as exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amounts recognized in profit or loss.

e. Offsetting of Financial Instruments

Financial assets and liabilities are offset and the net amount is reported in the statements of
financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously.

Inventories

Inventories, which consist of materials and supplies, are initially measured at cost and
subsequently stated at the lower of cost and net realizable value (NRV). Costs incurred in
bringing materials and supplies to their present location and condition are determined on the
first-in first-out method. NRV is the current replacement cost of the asset.
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When the inventories are sold, the carrying amount of inventories is recognized as an expense in
which the related revenue is recognized.

Prepayments and Other Current Assets

Prepayments are expenses paid in advance and recorded as asset before they are utilized.
Prepayments are apportioned over the period covered by the payment and charged to the
appropriate account in profit or loss when incurred. Prepayments that are expected to be
realized for not more than 12 months after the end of the reporting period are classified as
current asset; otherwise, these are classified as other noncurrent asset.

Other current assets represent advanced payment for the purchase of transmission lines and
rental deposits. This is recognized in the statements of financial position upon payment and is
measured at cost.

Creditable withholding taxes are stated at cost less any impairment in value. Creditable
withholding tax is deducted from income tax payable on the same year the revenue is
recognized.

Input value added tax (VAT) is stated at cost less any impairment in value. Input VAT is the
indirect tax paid by the Company on the local purchase of goods or services from a VAT-
registered person. Input VAT is deducted from the output VAT in arriving at the VAT due and
payable. When the output tax exceeds the input tax, the difference is recognized as a current
liability in the statements of financial position. When the input tax exceeds the output tax, the
excess is carried over to the next reporting period and is recognized as an asset presented as
Input VAT in the statements of financial position. Allowance for unrecoverable input VAT, if
any, is maintained by the Company at a level considered adequate to provide for potential
uncollectible portion of the claims.

Equity
(a) Capital stock

Capital stock is measured at par value for all shares issued. Incremental costs directly
attributable to the issuance of new shares or options are shown in equity as deduction from
the proceeds, net of tax. The excess of proceeds from the issuance of shares over the par
value is credited to additional paid-in capital.

(b) Additional paid-in capital

Additional paid-in capital is the result of the Company’s declaration of property dividends
out of treasury shares. It also includes shares issued and offered for sale to the public by
way of an initial public offering, in which the SEC rendered the application for registration
of shares effective December 27, 2023.

(c) Retained earnings
Retained earnings represent accumulated earnings of the Company less dividends declared.

Dividend is recognized as liability and deducted from retained earnings when declared and
approved by BOD while stock dividend is deducted from retained earnings when approved
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by the BOD.

Revenue Recognition

Revenue is measured based on consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. Revenue from contracts with customers is
recognized when control of the goods or services are transferred to the customer at amount that
reflects the consideration to which the Company expects to be entitled in exchange for those
goods and services. The Company assesses its revenue arrangements against specific criteria to
determine if it is acting as principal or as an agent. The Company concluded that it is acting as
principal in its revenue arrangements. The Company recognizes revenue from the following
sources:

Revenue from sale of electricity

Revenue is recognized upon supply of power to the customers and is stated at amount invoiced
to customers, inclusive of pass-through components, and net of VAT, discounts and/or rebates.
In addition, the following specific recognition criteria must be met before revenue is
recognized:

e Power has been distributed to customers whose consumptions are measured by Company
approved metering devices.

e Revenue estimation based on the average of historical consumption on cases of failure to
read measuring devices due to unforeseen events and other valid causes.

e Recognition coincides with the period of the power bill issued to customers.

The Uniform Filing Requirements (UFR) on the rate unbundling released by the ERC on
October 30, 2001 specified the following bill components: generation charge, transmission
charge, system loss charge, distribution charge, supply charge, metering charge and interclass
and lifeline subsidies. National value added tax and local franchise taxes, universal charges and
Feed-in Tariff Allowance (FIT-All) are also separately indicated in the customers’ billing
statements. VAT and local franchise taxes (which are billed and collected merely on behalf of
the national and local government), universal charges and FIT-All [which are billed and
collected merely on behalf of Power Sector Assets and Liabilities Management Corporation
(PSALM) and National Transmission Corporation (TransCo), respectively] do not form part of
the Company’s revenues. The Company’s revenues are adjusted for over/under recoveries of
pass-through charges.

Pole rental income
Rental income is accounted for on a straight-line basis over the lease term.
Interest income

Interest income is recognized as the interest accrues taking into account the effective yield of
the asset.

Other income
Other income is recognized when earned.

Expense Recognition
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Expenses are recognized in the statements of comprehensive income on the basis of a direct
association between the costs incurred and the earning of specific items of income; on the basis
of systematic and rational allocation procedures when economic benefits are expected to arise
over several accounting periods and the association can only be broadly or indirectly
determined; or immediately when expenditure produces no future economic benefits or when,
and to the extent that, future economic benefits do not qualify or cease to qualify, for
recognition in the statements of financial position as an asset.

Leases
Company as lessee

The Company entered into operating lease arrangements on its office space. The leases do not
transfer to the Company substantially all the risks and benefits of ownership of the assets. Lease
payments are recognized in profit or loss on a straight-line basis over the lease term. Associated
costs, such as maintenance and insurance, are expensed as incurred.

Company as lessor

The Company leased out its poles under operating lease agreements. Under the lease
agreements, the Company does not transfer substantially all the risk and benefits of ownership
of the assets. Rental income from the lease is recognized in profit or loss on a straight-line basis
over the lease term.

Direct cost incurred in negotiating an operating lease is added to the carrying amount of the
leased asset and is recognized over the lease term on the same basis as rental income.

Contingent rent is recognized as revenue in the period earned.

Foreign Currency Transactions

Transactions in foreign currencies are recorded in Philippine peso using the exchange rate at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
restated using the closing exchange rate at the reporting date. All foreign exchange gains and
losses are recognized in profit or loss.

Related Party Relationships and Transactions

A related party transaction is a transfer of resources, services, or obligations between related
parties, regardless of whether a price is charged.

Parties are considered 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. Related parties may be individuals or corporate entities.

In considering each possible related party relationship, attention is directed to the substance of
the relationships, and not merely the legal form.

Current and Deferred Income Tax
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The tax expense for the year comprises current and deferred tax. Tax is recognized in profit
or loss, except to the extent that it relates to items recognized in other comprehensive
income or directly in equity. In this case, the tax is also recognized in other comprehensive
income or directly in equity, respectively.

The current income tax is calculated on the basis of the tax laws enacted or substantively
enacted at reporting date. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax is recognized, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. However, deferred tax liabilities are not recognized if they arise from the initial
recognition of goodwill; deferred tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable income. Deferred tax is determined using tax
rates that have been enacted or substantively enacted by the reporting date and are expected to
apply when the related deferred tax asset is realized or the deferred tax liability is settled.

The carrying amount of deferred tax assets is reviewed at each financial reporting date and
reduced to the extent that it is no longer probable that sufficient taxable income will be
available to allow all or part of the deferred tax assets to be utilized. Unrecognized deferred tax
assets are reassessed at each financial reporting date and are recognized to the extent that it has
become probable that future taxable income will allow all or part of the deferred tax assets to
be recovered.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Retirement Benefits

Short-term employee benefits

The Company recognizes a liability net of amounts already paid and an expense for services
rendered by employees during the accounting period that are expected to be settled wholly
before 12 months after the end of the reporting period. Short-term benefits given by the
Company to its employees include salaries and wages, fringe benefits, 13th month pay, Social
Security System (SSS), Philhealth and Home Development Mutual Fund (HDMF) contribution.

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

Retirement benefits obligation
Pension benefits are provided to employees through a defined benefit plan. The retirement plan
is generally funded through payments to a trustee bank determined by periodic actuarial

calculations.

Typically, defined benefit plans define an amount of retirement benefit that an employee will
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receive on retirement, usually dependent on one or more factors such as age, years of service
and compensation.

The net defined benefit liability or asset is the aggregate of the present value of the defined
benefit obligation at the end of the reporting period reduced by the fair value of plan asset, if any.

The cost of providing benefits under the defined benefit plan is determined using the projected
unit credit method. The defined benefit cost comprises of the service cost, net interest on the
defined benefit liability or asset and the remeasurement of net defined benefit liability or asset.
Service cost which includes current service cost, past service cost and gains or losses on non-
routine settlements is recognized as expense in profit or loss. Past service cost is recognized when
plan amendment or curtailment occurs. Net interest on the net defined benefit liability or asset is
the change during the period in the net defined benefit liability or asset that arises from the
passage of time which is determined by applying the discount rate based on government bonds to
the net defined benefit liability or asset. Net interest on the net defined benefit liability or asset is
recognized as expense or income in profit or loss.

Remeasurement comprising actuarial gains and losses and return on plan asset (excluding net
interest on defined benefit liability) is recognized immediately in other comprehensive income in
the period in which they arise. Remeasurement is not reclassified to profit or loss in subsequent
periods. Remeasurement recognized in other comprehensive income account. The difference
between the interest income component of net interest and the actual return on plan asset is
recognized in other comprehensive income.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Company, nor can they be paid
directly to the Company. Fair value of plan assets is based on market price information. When no
market price is available, the fair value of plan assets is estimated by discounting expected future
cash flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets or if no maturity, the expected period until the
settlement of the related obligation. The Company’s right to be reimbursed of some or all of the
expenditures required to settle a defined benefit obligation is recognized as a separate asset at fair
value when and only when reimbursement is virtually certain.

Termination benefits

Termination benefits are payable when employment is terminated by the Company before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Company recognizes termination benefits when it is demonstrably
committed to either: (a) terminating the employment of current employees according to a
detailed formal plan without possibility of withdrawal; or (b) providing termination benefits as a
result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12
months after the reporting date are discounted to present value.

Provisions and Contingencies

Provisions are recognized when the Company has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
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assessments of the time value of money and, where appropriate, the risks specific to the
liability.

Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense. When the Company expects a provision or loss to be
reimbursed, the reimbursement is recognized as a separate asset only when the reimbursement
is virtually certain and its amount can be estimated reliably. The expense relating to any
provision is presented in the statements of comprehensive income, net of any reimbursement.

Contingent liabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Contingent
assets are not recognized in the financial statements but disclosed when an inflow of economic
benefits is probable. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an
inflow of economic benefits will arise, the asset and the related income are recognized in the
financial statements.

Earnings Per Share

Basic earnings per share is calculated by dividing the profit for the year attributable to the
common shareholders of the Company by the weighted average number of common shares
outstanding during the year, after considering the retroactive effect of stock dividend, if any.

Events after the Reporting Date

Post year-end events that provide additional information about the Company’s position at the
reporting date (adjusting events) are reflected in the financial statements. Post year-end events
that are not adjusting events are disclosed in the financial statements when material.

MATERIAL ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the financial statements in compliance with PFRS requires Management to
make estimates and assumptions that affect the amounts reported in the financial statements.
The estimates and assumptions used in the financial statements are based upon Management’s
evaluation of relevant facts and circumstances at the end of the reporting period. Actual
results could differ materially from such estimates.

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under

the circumstances.

Material Accounting Judgments

Business Model Assessment

Classification and measurement of financial assets depend on the results of the business model
and solely for payments of principal and interest test. The Company determines the business
model at a level that reflects how groups of financial assets are managed together to achieve a
particular business objective. This assessment includes judgment reflecting all relevant evidence
including how the performance of the assets is evaluated and their performance is measured, the
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risks that affect the performance of the assets and how these are managed and how the managers
of the assets are compensated.

The Company monitors financial assets measured at amortized cost that are derecognized prior
to their maturity to understand the reason for their disposal and whether the reasons are
consistent with the objective of the business for which the asset was held. Monitoring is part of
the Company’s continuous assessment of whether the business model for which the remaining
financial assets are held continues to be appropriate and if it is not appropriate whether there has
been a change in business model and so a prospective change to the classification of those
assets. No such changes are required during the years presented.

Customers’ Deposits

In applying PFRS 9 on customers’ deposits, the Company has made a judgment that the timing
and related amounts of future cash flows relating to such deposits cannot reasonably and
reliably be estimated for purposes of alternative valuation techniques in establishing their fair

values.

Key Sources of Estimation Uncertainty

Assessment for ECL on trade and other receivables

The Company recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLs on these financial assets are estimated using a provision matrix based on the
credit risk profile of its customers and historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment, including time value of
money where appropriate. All terminated accounts, net of the related customers’ deposits, are
provided full allowance.

Allowance for impairment losses on trade and other receivables amounted to P14,515,757 as at
June 30, 2025 and December 31, 2024. The carrying amount of trade and other receivables
amounted to 596,376,772 and P634,507,090 as at March 31, 2025 and December 31, 2024,
respectively (see Note 8).

NRYV of Inventories

Inventories consist of material and supplies used in the power distribution and service segments.
The cost of inventories is written down whenever the NRV of inventories becomes lower than
the cost due to damage, physical deterioration, obsolescence, and change in price levels or other
causes. The lower of cost or NRV of inventories is reviewed on a periodic basis. Inventories
identified to be obsolete and unusable are written off and charged as expenses in the statements
of comprehensive income.

The carrying amount of inventories amounted to P88,837,590 and 116,360,970 as at June 30,
2025 and December 31, 2024, respectively (see Note 10).

Estimating useful lives of fixed assets
The useful life of each of the assets included in the Company’s utility plant and equipment and

other property and equipment is estimated based on the period over which the asset is expected
to be available for use. Such estimation is based on a collective assessment of industry practice,
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internal technical evaluation and experience with similar assets. The estimated useful life of
each asset is reviewed periodically and updated if expectations differ from previous estimates
due to physical wear and tear, technical or commercial obsolescence and legal and other limits
on the use of the asset. It is possible, however, that future results of operations could be
materially affected by changes in estimates brought about by changes in factors mentioned
above. The amounts and timing of recorded expenses for any period would be affected by
changes in these factors and circumstances. A reduction in the estimated useful lives of utility
plant and equipment and other property and equipment would increase recorded operating
expenses and decrease the carrying value of utility plant and equipment and other property and
equipment.

Utility plant and equipment, net of accumulated depreciation of 2,456,053,297 and
$2,360,581,456, amounted to 3,929,254,133 and P3,878,693,425 as at June 30, 2025 and
December 31, 2024, respectively (see Note 4).

Other property and equipment, net of accumulated depreciation of 291,987,005 and
P281,644,033 amounted to 79,674,330 and P85,820,987 as at June 30, 2025 and December 31,
2024, respectively (see Note 5).

Determining fair value of fixed assets

The fair value of the fixed assets was determined by an independent firm of appraisers. In
conducting the appraisal, the independent firm of appraiser used different methods and
approaches in determining the fair value of fixed assets, which are disclosed in Note 4.

The fair value of utility plant and equipment amounted to £3,929,254,133 and P3,878,693,425
as at June 30, 2025 and December 31, 2024, respectively (see Note 4).

The fair value of other property and equipment amounted to $79,674,330 and £85,820,987 as at
June 30, 2025 and December 31, 2024, respectively (see Note 5).

Impairment of non-financial assets

PFRS requires that an impairment review be performed when certain impairment indicators are
present. Determining the fair value of assets requires the estimation of cash flows expected to be
generated from the continued use and ultimate disposition of such assets. Though management
believes that the assumptions used in the estimation of fair values reflected in the financial
statements are appropriate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable values and any resulting impairment loss could
have a material adverse effect on the results of operations.

Management has determined that there are no events or circumstances that may indicate that the
carrying amounts of the assets are not recoverable as at March 31, 2025 and December 31,
2024.

Determining fair value of financial assets at FVPL

The financial assets at FVPL of the Company are composed of unit investment trust funds and
investment in mutual funds, which are carried at fair value. This requires judgment and
estimates. The fair value of these financial assets was determined based on net asset value per
share as published by various unit investment trust fund and mutual fund companies. The inputs
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are obtained from observable market data and are based on quotes obtained from counterparties.

The fair value of the financial assets at FVPL amounted to 184,270,386 as at June 30, 2025
and December 31, 2024 (see Note 9).

Revenue recognition

The Company’s revenue recognition policies require the use of estimates and assumptions that
may affect the reported amounts of revenues and receivables.

The Company recognizes revenues based on actual electricity delivered to customers. Estimates
are made on cases where there is failure to measure consumption due to unforeseen events. The
measurement is based on the average historical load profiles of affected customers. The timing
of recognition corresponds to the billing period disclosed in the power bill issued to customers.
Management believes that such use of estimates will not result in material adjustments to
revenue in future periods.

Revenue amounted to £2,050,660,935 and £2,026,810,893 for the six months ended June 30,
2025 and 2024, respectively (see Note 17).

Retirement benefits obligation

The determination of the Company’s retirement benefits obligation and cost of pension and
other retirement benefits is dependent on the selection of certain assumptions used by actuaries
in calculating such amounts. Those assumptions are described in Note 18 and include, among
others, discount rates and salary increase rate. In determining the appropriate discount rate,
management considers the interest rates of government bonds that are denominated in the
currency in which the benefits will be paid, with consideration to maturities corresponding to
the expected duration of the defined benefits obligation. The assumptions are sensitive to
changes due to complex valuation and its long-term nature. All assumptions are reviewed at
each reporting date.

Retirement benefits obligation amounted to 86,260,564 as at June 30, 2025 and December 31,
2024, respectively (see Note 18).

4. UTILITY PLANT AND EQUIPMENT

The reconciliation of this account is as follows:

June 30, 2025

Amount in thousands
Tools and Buildings and  Construction
Distribution  equipment Land improvements in progress Total

Cost
Net carrying amount, January 1, 1,649,233 P7,936 82,003 P53,108 83,368 1,875,647
2025
Additions 102,900 1,979 - 472 40,682 146,033
Depreciation (48,586) (851) 2,117) (51,554)
Reclassification
Net carrying amount, June 30, 2025 1,703,547 9,065 82,003 51,463 124,050 1,970,126

Appraisal increase (decrease in
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value)
Net carrying amount, January 1, 1,579,785 (5,872) 411,893 17,240 2,003,046
2025
Depreciation (43,628) (291) (43,919)
Net carrying amount, March 31, 1,536,157 (5,872) 411,893 16,949 1,959,127
2025
£3,239,704 $3,193 P493,896 P68,412 P124,050 $3,929,254
December 31, 2024
Amount in thousands
Tools and Buildings and anstmctlon
Distribution  equipment Land  improvements 111 progress Total
Cost
Net carrying amount, January 1, 2024 P1,585,655 P8,544 £56,203 $55,492 P49,976 P1,755,870
Additions 156,750 1,433 25,300 849 34,473 219,305
Depreciation (93,518) (1,696) - (4,314) - (99,528)
Reclassification - - - 1,081 (1,081) -
Net carrying amount, December 31, 2024 1,648,387 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value)
Net carrying amount, January 1, 2024 1,667,041 (5,872) 411,893 17,822 - 2,090,884
Depreciation (87,256) - - (582) - (87,838)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
P3,228,672 2,409 493,896 70,348 P83,368 P3,878,693
Cost P2,944,439 P38,078 P82,003 P104,473 P83,368 P3,252,361
Accumulated depreciation (1,295,552) (29,797) - (51,365) - (1,376,714)
Net carrying amount, December 31, 2024 1,648,887 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value) 2,523,246 (2,020) 411,893 47,749 - 2,980,868
Accumulated depreciation (943,461) (3,852) - (30,509) - (977,822)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
P3,228,672 2,409 P493,896 P70,348 P83,368 P3,878,693
The carrying amount that would have been recognized had the fixed assets been carried under
cost model is as follows:
Amount in thousands
Tools and Buildings and | Construction
Distribution | equipment Land | improvements in progress Total
June 30, 2025 P1,703,547 P9,065 | P82,003 P51,463 P124,050 | 1,970,128
December 31, 2024 P1,648,887 P8,281 | P82,003 P53,108 P83,368 | P1,755,870

Depreciation on utility, plant and equipment for the six-month periods ended June 30, 2025 and
2024 charged to operating expenses amounted to £94,352,081 in 2025 and £92,223,169 in 2024
(including depreciation on appraisal increase of 43,919,129 and P43,910,054 for the six
months period ended June 30, 2025 and 2024, respectively).

The Company estimates the useful life of its substation equipment based on the period of which
the asset is expected to be available for use as determined by the Company’s internal technical
evaluation based on their experience with similar assets.

Re-appraisal of utility plant and equipment and other property and equipment




Notes to Financial Statements
Page - 22

On December 31, 2021, the Company had its utility plant and equipment and other property and
equipment re-appraised by an independent firm of appraiser accredited by the SEC. The
valuation was performed in accordance with the International Valuation Standards (2022
Edition) and Philippine Valuation Standards (2" Edition, 2018).

The result of the revaluation of assets was adjusted to accumulated depreciation of appraisal
increase except for land in which the resulting increase in value was adjusted to appraisal
increase. The net carrying amount of utility plant and equipment and other property and
equipment was revalued at 3,946,345,600 as of December 31, 2021.

The fair value of the utility plant and equipment and other property and equipment is
categorized at Level 2 for which the fair value measurement is observable. The following are
methods and approaches used by independent appraisers in measuring the utility plant and
equipment and other property and equipment:

a. The value of the land was arrived at using the Market Approach. This is a comparative
approach to value that considers the sales of similar or substitute properties and related
market data and establishes a value estimate by processes involving comparison.

b. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Company’s main office in Barangay Oeste, Dagupan City,
Pangasinan were arrived at using Cost Approach. This is a comparative approach to the
value of property or another asset that considers as a substitute for the purchase of a given
property, the possibility of constructing another property that is a replica of, or equivalent
to, the original or one that could furnish equal utility with no undue cost resulting from
delay. It is based on the reproduction or replacement cost of the subject property or asset,
less total (accrued) depreciation, plus the value of the land to which an estimate of
entrepreneurial incentive or developer’s profit/loss is commonly added.

c. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Calasiao Substation, San Jacinto Substation, Sta. Barbara
Pole Yard were arrived at using Depreciated Replacement Cost. This is an application of the
cost approach used in assessing the value of specialized assets for financial reporting
purposes, which direct market evidence is limited or unavailable. It is used when there is
insufficient market data to arrive at market value by means of market-based evidence. It is
based on the principle of substitution. The method is based on the same theoretical
transaction between traditional informed parties as the market value concept.

There are no utility plant and equipment held as collateral for liabilities as at March 31, 2025
and December 31, 2024. These assets are free from any liens and encumbrances.

OTHER PROPERTY AND EQUIPMENT
The reconciliation of this account is as follows:

March 31, 2025

Transportation Office furniture
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equipment and equipment Total
Cost
Net carrying amount, January 1, 2025 P65,349,954 P18,161,173 P83,511,127
Additions 900,161 3,318,173 4,262,127
Depreciation (5,423,556) (2,786,786) (8,210,342)
Net carrying amount, June 30, 2025 60,826,559 18,692,560 79,519,118
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2025 7,327,200 (5,017,340) 2,309,860
Depreciation (2,154,648) (2,154,648)
Net carrying amount, June 30, 2025 5,172,552 (5,017,340) 155,212
$65,999,110 P13,675,220 $79,674,330

Cost $230,401,965 $97,970,666 $328,372,631
Accumulated depreciation (169,575,406) (79,278,106) (248,853,513)
Net carrying amount, June 30, 2025 60,826,559 18,692,560 79,519,118
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (32,627,226) (10,506,266) (43,133,492)
Net carrying amount, June 30, 2025 5,172,552 (5,017,340) 155,212

£65,999,110 P13,675,220 $79,674,330

December 31, 2024
Transportation Office furniture
equipment and equipment Total

Cost
Net carrying amount, January 1, 2024 $59,428,863 P19,085,252 P78,514,115
Additions 16,404,421 4,172,281 20,576,702
Depreciation (10,483,331) (5,096,360) (15,579,690)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2024 11,636,496 (5,017,340) 6,619,156
Depreciation (4,309,296) - (4,309,296)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860

P72,677,154 13,143,833 85,820,987
Cost $228,339,925 94,652,490 P322,992,415
Accumulated depreciation (162,989,971) (76,491,317 (239,481,288)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (30,472,578) (10,506,266) (40,978,844)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860

$72,677,154 P13,143,833 P85,820,987

The carrying amount that would have been recognized had the fixed assets been carried under

cost model is as follows:

Office
Transportation furniture and
equipment equipment Total
June 30, 2025 P60,826,559  P18,692,560  $79,519,119
December 31, 2024 P65,349,954 P18,161,173 P83,511,127

Depreciation on other property and equipment for the six months period ended June 30, 2025
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and 2024 amounted to 11,186,637 and P13,008,866, respectively.

There are no other property and equipment held as collateral for liabilities as at June 30, 2025
and December 31, 2024. These assets are free from any liens and encumbrances.

FINANCIAL ASSET AT FVOCI

This account consists of an investment in Tarlac Electric Inc., which registered its common
shares with the Securities and Exchange Commission in compliance with the EPIRA and whose
shares are not traded in any Exchange.

This investment was classified under FVOCI as the Management considers this investment to
be strategic in nature and intends to hold this investment for the foreseeable future.

As of June 30, 2025, the Company had no intention to dispose of the financial asset at FVOCIL.
The Company’s investment is measured at a fair value equal to its carrying amount, which is
based on the observable data that the investee is generating continuous income and has a stable
financial position.

CASH AND CASH EQUIVALENTS

This account consists of:

June 30, 2025 | December 31, 2024

(Unaudited) (Audited)

Cash on hand P984,843 £994,042
Cash in banks 1,082,307,272 975,360,814
Short-term deposits 1,313,480,353 1,203,480,353
Total $2,396,772,468 P2,179,835,209

Cash in banks earn interest at prevailing bank deposit rates. Total interest earned on cash in
banks, net of final tax, amounted to 2,047,068 and 1,880,739 for the six months ended June
30, 2025 and 2024, respectively, and is included in “Interest income” presented under “Other
income (charges)” account in the statements of comprehensive income (see Note 20).

TRADE AND OTHER RECEIVABLES (NET)

This account consists of:

June 30, 2025 December 31, 2024

(Unaudited) (Audited)

Trade receivables P540,587,901 $586,356,765
Other receivables 56,807,736 62,666,082
597,395,637 649,022,847

Allowance for ECLs on trade receivables 14,515,757 14,515,757
$582,879,880 £634,507,090

Trade receivables

Trade receivables are due ten days after presentation of the bill. The Company’s trade
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receivables are non-interest bearing and are secured by bill deposits amounting to £540,587,901
and 586,356,765 as at June 30, 2025 and December 31, 2024, respectively.

Trade receivables from sale of electricity consist of:

June 30,2025 | December 31, 2024

(Unaudited) (Audited)

Residential retail P300,054,317 P314,818,990
General retail 127,732,535 104,769,342
Bulk power 9,013,015 55,082,791
General power 57,660,787 53,781,344
Universal charges 11,297,207 10,970,591
Street lights 6,825,894 7,719,625
FIT-All 5,550,090 3,695,903
Others 22,454,055 35,528,179
P540,587,901 P586,356,765

Residential

This is applicable to captive customer retail service for residential purposes of a permanent
nature to individual private dwellings and to individually metered apartments.

General retail

General retail consists of customers with contracted capacity of equal to or less than 40kW,
served typically at secondary lines (1-phase or 3-phase). This type of service is for non-
residential purpose and is mostly composed of small-medium businesses.

General power

This is applicable to captive customer retail service for non-residential purposes used for
general power, heating, and lighting in industrial, manufacturing, processing, machining, cold
storage, water supply, and supermalls; at secondary voltage with contracted capacity greater
than 40kW.

Bulk power

Bulk power refers to a customer connected and drawing power from the primary lines at 13.8
kV. These customers install, operate and maintain their own distribution transformers. This type
of service is used for general power, heating, space cooling and lighting in industrial,
manufacturing, processing, machining, cold storage, water and supply and super malls, with
demands equal to greater than 250 kW.

Street lights

Street lights consist of roadway lighting service where existing facilities have adequate capacity
and suitable voltage.

Universal charges
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Universal charges are non-bypassable charge mandated under section 34 of R.A. No. 9136
otherwise known as the Electric Power Industry Reform Act of 2001 (EPIRA) imposed on
electricity customers for the following purposes: a) missionary electrification; b) environmental
charge for watershed rehabilitation and management; and c) payment for stranded debts and
stranded contract costs. Once collected, these charges are remitted to PSALM, which
administers the fund from universal charges in accordance with the intended purposes (see Note
12).

FIT-All

Pursuant to the energy development policy mandated by the Renewable Energy Act of 2008,
R.A. No. 9513 and outlined in more detail in the FIT Rules, ERC Resolution No. 16, Series of
2010 (As Amended), a qualified renewable energy developer who elects to participate in the
FIT System shall be eligible to a FIT, which is a guaranteed payment on a fixed rate per
kilowatt-hour for electricity generated from emerging renewable energy technologies such as
wind, solar, biomass and run-of-river hydropower actually delivered to the transmission and/or
distribution network.

Should the payment of FIT to eligible renewable energy plants require a differential above the
prevailing cost recovery rate, a uniform charge called FIT-All will be determined by the
TransCo. The FIT-All shall be billed and collected by the transmission and/or distribution utility
from the consumers connected to their respective systems. Collections shall be remitted
monthly to TransCo, being the fund administrator, governed by ERC Resolution No. 24, Series
of 2013, Guidelines on the Collection of FIT-All and the Disbursement of the FIT-All Fund (see
Note 12).

Others

Others include charges for VAT on generation, transmission, system loss and distribution and
other pass-through charges.

The details and movement in the allowance for ECLs on trade and other receivables follow:

June 30, 2025 | December 31, 2024

(Unaudited) (Audited)

Balance at beginning of year P14,515,757 P114,229,987
Provision for ECLs — note 19 2,631,403
Write-off (2,345,633)
Balance at end of year P 14,515,757 P 14,515,757

The Company applies the simplified approach in measuring ECLs which uses a lifetime
expected loss allowance for all trade and other receivables. The Company has written-off all
trade and other receivables of more than one year past due since historical experience has
indicated that these receivables are generally not recoverable.

ERC Order on Luzon Wholesale Electricity Spot Market (WESM) prices for November and
December 2013 Supply Months

The ERC, in its Order dated March 3, 2014 in ERC Case No. 2014-021MC, voided the WESM
prices during the period of October 26, 2013 to December 25, 2013 and ordered the imposition



10.

11.

Notes to Financial Statements
Page - 27

of regulated prices. The market participants (collectively called Movants) filed a Motion for
Reconsideration (MR), which was denied by ERC on October 15, 2014. In the said Order,
Philippine Electricity Market Corporation (PEMC) was directed to calculate and revise WESM
bills for distribution utilities in Luzon for November and December 2013 supply months.
Accordingly, the Company received from PEMC billing adjustments for refund to its customers
amounting to 167,408,890, of which P5,810,294 is still outstanding as of March 31, 2025 and
December 31, 2024.

The amount still for refund to customers was P8,988,427 and 8,990,752 as of June 30, 2025
December 31, 2024, respectively.

Other receivables

Other receivables include generation charge refund, accrued interest, accrued rent income from
electric property, and receivables from employees.

Receivables are not held as collateral and are free from any liens and encumbrances.
FINANCIAL ASSETS AT FVPL

This account consists of unit investment trust funds and mutual funds.

The movements in financial assets at FVPL for the periods ended are as follow:

December 31,

June 30, 2025 2024
(Unaudited) (Audited)
Cost

Balance at beginning of year P184,270,387 P181,638,774
Disposal -
Balance at end of period 184,270,387 181,638,774

Cumulative net unrealized loss in fair value:
Balance at beginning of period (6,436,360)
Fair value adjustment 9,067,973
Balance at end of period 2,631,613

P184,270,387  P184,270,387

The inputs on fair value are obtained from observable market data and are based on quotes
obtained from counterparties. The fair value was based on net asset value per share as published
by various unit investment trust fund and mutual fund companies.

The unit investment trust funds and mutual funds are invested in fixed income, bond and
balanced funds as at June 30, 2025 and December 31, 2024.

INVENTORIES

This account consists of materials and supplies for power distribution and service segments. As
at June 30, 2025 and December 31, 2024, there are no inventories pledged or held as collateral.

PREPAYMENTS AND OTHER CURRENT ASSETS
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December 31,

June 30, 2025 2024
(Unaudited) (Audited)

Prepaid tax
VAT 41,745,993 45,276,929
Real Property Tax 6,302,135 12,623,402
Insurance 3,253,254 1,563,347
Advances to TransCo 5,858,942 5,858,942
Others 762,743 687,718
$57,923,067 P66,010,338

Prepaid insurance consists of vehicle insurance, annual health premium and fire/lighting and

earthquake insurance.
Others pertain to rental deposits.

Sale of sub-transmission lines/assets of TransCo

On February 10, 2012, the Company and TransCo filed a joint application docketed as ERC
Case No. 2012-021 RC for the approval of the sale of various sub-transmission lines/assets of
TransCo to the Company. On August 11, 2014, the ERC approved the application with
modification, limiting the sale only to those assets located within the franchise area of the

Company. On November 6, 2014, the Company paid for the assets amounting to 5,858,942 in
compliance with the Decision. However, on November 21, 2014, National Grid Corporation of
the Philippines (NGCP) filed a MR, holding the transfer of assets until ERC resolve the matter.
As such, the payment to TransCo has been treated as advance settlement, and is included under
“Prepayment and other current assets” account in the statements of financial position. The
application is still pending with the ERC as at June 30, 2025.

TRADE AND OTHER PAYABLES

This account consists of:

December 31,

June 30, 2025 2024

(Unaudited) (Audited)

Trade payables 281,404,771 $249,274,778
Customers’ deposits (current portion) — note 13 201,055,371 240,763,052
Output VAT 45,391,364 42,580,380
Accrued expenses and other current liabilities 133,653,271 118,644,342
Universal charges payable 30,235,942 25,748,003
Accrued taxes 1,427,091 1,079,671
WESM regulated prices payable 8,988,429 8,990,752
FIT-All payable 8,257,638 10,161,233
Others 4,954,562 6,230,124
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| | 715,368,439 | 703,472,335 |

Trade payables and output VAT

Trade payable represents the Company’s liabilities to GNPower Mariveles Energy Center Ltd.
Co., (GMEC), One Manaoagsolar Corporation (OMSC), Energy Development Corporation
(EDC), and various power producers that participate in the Wholesale Electricity Market
(WESM) operated by the Independent Electricity Market Operator (IEMOP) for purchased
power, and NGCP for electric transmission services. The output VAT represents VAT to be
collected on generation and transmission in accordance with ERC Resolution No. 20, Series of
2005, which prescribed the Guidelines Implementing the Recovery of VAT and Other
Provisions of R.A. No. 9337 affecting the Electric Power Industry.

Customers’ deposits

The customers’ deposits (current portion) consist of bill deposits amounting to £200,255,340
and 239,779,031 as at June 30, 2025 and December 31, 2024, respectively (see Note 13).

Universal charges payable

Universal charges payable represents passed-on charges that were collected from customers.
These are remitted to PSALM, which administers the fund from universal charges in accordance
with the intended purposes (see Note 8).

Accrued expenses, other current liabilities and other payables

Accrued expenses and other current liabilities consist of payables to suppliers other than power
suppliers and accrual of recurring expenses like electricity and water bill. Accrued taxes consist
of energy tax payable.

Other payables of 4,954,562 and £6,230,124 as at June 30, 2025 and December 31, 2024,
respectively, consist mainly of expanded withholding tax, withholding tax — compensation,
National Home Mortgage Finance Corporation (NHMFC), SSS, Philhealth and Pag-ibig.

Trade and other payables except for customers’ deposits are due within 30 days from the date of
billing and do not bear interest.

FIT-All payable
FIT-All payable represents passed-on and billed charges to customers on a monthly basis. Once
collected from customers, these charges are remitted to TransCo, which is the designated FIT

administrator (see Note 8).

WESM regulated prices payable

WESM regulated prices payable represents the outstanding amount for refund to the Company’s
customers who were affected by the ERC’s regulation of WESM prices for the November and
December 2013 supply months (see Note 8).

CUSTOMERS’ DEPOSITS
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This account consists of:

December 31,

June 30, 2025 2024

(Unaudited) (Audited)

Bill deposits $265,314,019 P267,063,540
COLE deposits 58,936,840 57,526,252
Pole attachment deposits 13,736,958 13,257,006

P337,987,817  P337,846,798

Bill deposits secure payment of the monthly bills for electricity consumption and are equivalent
to the estimated bill for one month of service, while meter deposits cover 50% of the cost of the
metering equipment. COLE deposit is the cost of additional line to provide electricity in a
specific location exceeding the limit of 20 meters from poles, while pole attachment deposits
are deposits by third parties using the Company’s poles to provide service to their customers.

On June 17, 2004 and October 27, 2004, the ERC issued the Magna Carta for Residential
Electricity Consumers and the Guidelines to Implement its Articles 7, 8, 14 and 28 respectively,
and on January 18, 2006 issued the Distribution Services and Open Access Rules (DSOAR).
The foregoing rules include provisions on handling of customer deposits. It provides that
residential and non-residential customers must pay or submit a bill deposit to guarantee
payment of bills equivalent to their estimated monthly billing. The amount of deposit shall be
adjusted after one year to approximate the actual average monthly bills.

A customer, who has paid his electric bills on or before its due date for three consecutive years,
may now demand for the full refund of the bill deposit prior to the termination of his service;
otherwise, bill deposits shall be refunded within one month from the termination of service,
provided all bills have been paid. Further, these regulations exempt payment of meter deposits,
but in case of loss and/or damage to the electric meter due to the fault of the customer, the latter
shall bear the full replacement cost of the meter. The existing meter deposit of residential
customers shall be refunded in accordance with the Guidelines to Implement Articles 7, 8, 14
and 28 of the Magna Carta. While for non-residential customers, DSOAR requires Distribution
Utilities to submit a proposal to the ERC on the methodology and timeline for the refund of
meter deposits within ninety (90) days following its effectivity.

Magna Carta and DSOAR also provide that distribution utilities shall pay interest on bill and
meter deposits. Interest on bill deposits shall be equivalent to the interest incorporated in the
calculation of their weighted average cost of capital (WACC); otherwise, it shall earn a rate
equivalent to the prevailing interest for savings deposit as approved by the Bangko Sentral ng
Pilipinas (BSP). Interest rate used on bill deposit was 0.10% for each year in 2021 and 2020.
Interest for meter deposit shall be at 6% for contracts of service entered into prior to the
effectivity of ERB Resolution No. 95-21 issued on August 3, 1995, and 10% thereafter.

On June 4, 2008, the ERC issued Resolution No. 8, Series of 2008, “A Resolution Adopting the
Rules to Govern the Refund of Meter Deposits to Residential and Non-Residential Customers”.
These rules provide the parameters for the refund of meter deposits and related interest thereon.
Interest on meter deposit paid prior to the effectivity of ERB Resolution No. 95-21 shall earn
6% per annum. While payments made after the effectivity of ERB Resolution No. 95-21 until
the day prior to the effectivity of Magna Carta or DSOAR shall earn an interest of 10% per
annum.
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Meter deposits paid from the effectivity of Magna Carta or DSOAR until the day prior to the
start of the refund will be entitled to an interest of six per cent (6%) per annum.

Bill deposits of £200,255,340 and 239,779,031 as at June 30, 2025 and December 31, 2024,
respectively, are included in the current portion of Customers’ deposits under the “Trade and
other payables” account in the statements of financial position (see Note 12).

Interests on bill deposits amounted to 54,123 and nil for the six months ended June 30, 2025
and 2024, respectively.

RETAINED EARNINGS
The BOD approved the reversal and appropriation of the following:

2024
a) Reversal of 400,000,000 appropriated for capital expenditures from 2024 unrestricted
retained earnings.

2023

b) Reversal of $400,000,000 appropriated for capital expenditures from 2022 unrestricted
retained earnings.

¢) Appropriation of 400,000,000 for the following capital expenditures: a.) Expansion of
distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand, b.) Rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies, ¢.) Improvement of the grounding/earthing and
insulation coordination, d.) Construction of 20/25 MVA, 69kV sub-transmission line from
Balingueo, Sta. Barbara, Pangasinan to San Miguel, Calasiao, f.) Advanced Distribution
Management System Project, g.) Construction of buildings, and g.) Improvement of
customer service facilities.

2022

d) Appropriation of 400,000,000 for the following capital expenditures: a) expansion of
distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand; b) rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies; ¢) improvement of the grounding/earthing and
insulation coordination; d) construction of 20/25 MV A, 69kV/13.8kV substation in Santa
Barbara, Pangasinan; ¢) expansion of primary lines from Sta. Barbara Substation to Minien
East, Sta. Barbara; f) construction of a control tower building extension; and g)
improvement of customer service facilities.

Cash Dividend
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On May 14, 2025, the BOD approved the declaration of cash dividend equivalent to 40% of the
previous year’s net income, amounting to P10.06 per share, to stockholders of record as of
December 31, 2024. Cash dividend will be paid by the end of July 2025.

On May 29, 2024, the BOD approved the declaration of cash dividend equivalent to 40% of the
previous year’s net income, or P11.94 per share, to stockholders of record as of December 31,
2023. Cash dividend was paid in September 2024.

On June 16, 2023, the BOD approved the declaration of cash dividend in the amount of
P1,600,000,000 to stockholders of record as of June 15, 2023 which are payable on various
dates up to September 29, 2023.
CAPITAL STOCK
The details of capital stock are as follow:

December 31,

June 30, 2025 2024
(Unaudited) (Audited)

Authorized — P100 par value per share, 15,000,000 shares #£1,500,000,000 #1,500,000,000

Common shares issued, fully paid and

outstanding — 14,662,000 shares 1,246,200,000  1,246,200,000
Initial public offering shares 220,000,000 220,000,000
Outstanding $1,466,200,000 P1,466,200,000

On December 27, 2023, the SEC rendered effective DECORP’s application for the registration of
Fourteen Million Six Hundred Sixty-Two Thousand (14,662,000) common shares, of which Two
Million Two Hundred Thousand (2,200,000) shares were issued and offered for sale to the public by
way of an initial public offering at an offer price of Five Hundred Thirty-Three Pesos (? 533.00) per
share. As of February 2, 2024, the Two Million Two Hundred Thousand (2,200,000) common
shares offered to the public were fully subscribed and paid.

RELATED PARTY TRANSACTIONS
In the normal course of business, the Company has transactions with a related party.

Lease Agreement

The Company has a lease agreement with Veria Realty Inc., a company owned by the
Company’s major stockholders. The lease is for a period of one year subject to renewal. The
monthly rental is P344,784 in 2025 and P 313,440 in 2024 and payable at the end of each
month. Total rent expense charged to operations amounted to 2,223,627 and $2,123,400 for
the six months ended June 30, 2025 and 2024, respectively, and is included as part of “Rent
expense” under “Operations and maintenance” in the statements of comprehensive income (see
Note 19).

Compensation of Key Management Personnel
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June 30, 2025 June 30, 2024
(Unaudited) (Unaudited)
Salaries P1,274,490 P1,220,000
Short-term employee benefits 15,990 16,095
£1,290,480 P1,236,095
There are no long-term benefits paid or accrued during the year.
REVENUES
This account consists of:
June 30,
June 30, 2025 2024
(Unaudited) (Unaudited)
Electric revenues $2,040,252,387 $2,011,816,143
Other revenues 10,408,548 14,994,750
$2,050,660,935 P2,026,810,893

In compliance with Section 36 of R.A. No. 9136, the Company is required to unbundle its
billing charges to customers. For the three months ended March 31, 2025 and 2024, the details

of electric revenues are as follows:

June 30,

June 30, 2025 2024

(Unaudited) (Unaudited)

Generation revenue P1,209,860,514 P1,245,925,747
Distribution revenue 373,053,128 368,828,144
Transmission revenue 227,612,390 172,930,201
System loss revenue 111,237,355 107,898,465
Supply revenue 59,428,538 57,700,621
Metering charge 41,640,370 40,440,873
Local franchise tax 12,437,813 10,475,287
Real property tax recovery 4,987,004 5,313,370
Lifeline charge (discount) 39,419 2,347,458
Senior citizen charge (discount) 4.711) (6,138)
Other discount (39,434) (37,885)
$2,040,252,386 P2,011,816,143

Applications for Confirmation of Over/Under-recoveries of Pass-through Charges

On April 20, 2011, the Company filed an application docketed as ERC Case No. 2011-013 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate, c)
System Loss Rate, d.) Lifeline Subsidy Rate; and e) Interclass Cross Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended.” On March 10, 2014, the ERC issued its
Decision on this application, directing the Company to refund to its customers the over
recoveries amounting to 203,934,745 and collect from its customers the Lifeline Subsidy
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under recovery amounting to 18,588,112, covering the period from April 2004 to December
2010.

On March 31, 2014, the Company filed a MR on the above Decision for the approval of the
amounts originally proposed by the Company or provide computation as to how the supposed
over recoveries were arrived at. The amount of over and under recoveries is not yet certain since
it is dependent on the resolution of the MR. As at June 30, 2025, the Company is still awaiting
the resolution of said MR.

On April 1, 2014, the Company filed an application docketed as ERC Case No. 2014-052 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Discount, Under ERC
Resolution No. 16, Series of 2009, As Amended”. The Company filed an application for the
confirmation of total under recovery of 151,783,598 covering the years 2011 to 2013. As at
June 30, 2025, the Company is still awaiting the decision of the ERC.

On March 31, 2017, the Company filed an application docketed as ERC Case No. 2017-052 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, for the Period 2014 to 2016”. The Company
filed application for the confirmation of total over recovery of 230,114,229 covering the years
2014 to 2016. As at June 30, 2025, the Company is still awaiting the decision of the ERC.

On August 28, 2020, the Company filed an application docketed as ERC Case No. 2020-014
CF, “In the Matter of the Application for the Approval of the Calculations for the Automatic
Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, for the Period 2017 to 2019”. The Company
filed application for the confirmation of total under recovery of £48,360,882. As at June 30,
2025, the Company is still awaiting the decision of the ERC.

On May 17, 2023, the Company filed an application docketed as ERC Case No. 2023-029 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True-Up Mechanisms for the a) Generation Rate, b) Transmission Rate, c)
System Loss Rate, d) Lifeline Subsidy Rate, and ¢) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, and g) Local Franchise Tax, Under ERC
Resolution No. 2, Series of 2021 for the Period 2020 to 2022.” The Company filed the
application for the confirmation of an over-all total under recovery of $73,564,161.

Performance-Based Rate Making (PBR)

The Company entered the PBR regime in 2007. The PBR is an internationally accepted rate
setting methodology adopted by the ERC to replace the Return on Rate Base (RORB) for both
transmission and distribution businesses as mandated by the EPIRA. It provides electric utilities
with adequate and efficient capital and operating expenditures to meet growing electricity
demand through timely rate adjustments.

Maximum Average Price (MAP)



18.

Notes to Financial Statements
Page - 35

On March 31, 2014, the Company filed an application docketed as ERC Case No. 2014-027 RC
for approval of the Translation into Distribution Rates of Different Customer Classes for the
Fourth Regulatory Year of the ERC-Approved Annual Revenue Requirement for DECORP (the
Company) Under the PBR for the Regulatory Period 2011-2015. On February 9, 2015, the ERC
issued its Decision on this case, giving the Company the option to implement a MAP of
P2.4472/kWh or its proposal of P1.7918/kWh for the Regulatory year 2015. The Company
implemented the latter rate.

Given the need by the Company to undertake capital projects in order to address the load
growth, network non-growth, network control/ safety metering as well as renewal, replacement
and refurbishment of existing distribution assets, the Company filed an application on
November 20, 2018 docketed as ERC Case No. 2018-110 RC for approval of its capital projects
for the regulatory years 2016 to 2019.

Projects 2016 2017 2018 2019
Network P44,356,785 P51,065,110 P32,497,857 P31,175,406
Other network 59,217,708 66,189,452 83,182,536 82,930,907
Non-network 10,274,675 40,018,541 57,819,750 32,361,518

P113,849,168 P157,273,103 P173,500,143 P146,467,831

The proposed capital expenditures will not have a direct impact on the current rates of the
Company until approved by the ERC.

On March 28, 2022, the Company filed an application docketed as ERC Case No. 2022-020
RC, “In the Matter of the Application for Approval of the Annual Revenue Requirement and
Performance Incentive Scheme in Accordance with the Provisions of the Rules for Setting
Distribution Wheeling Rates (RDWR)” covering the Fifth Regulatory Period from July 1, 2022
to June 30, 2026.

On August 25, 2022, the Company filed an application docketed as ERC Case No. 2022-057
RC, “In the Matter of the Application for: A) Confirmation of True-Up Calculations of the
Actual Weighted Average Tariff vis-a-vis ERC-Approved Maximum Average Rate for the
Lapsed Regulatory Years; and B) Approval of the Final Refund/Collect Scheme to Account for
the Lapsed Regulatory Years”. The Company filed the application for the confirmation of an
over-all under recovery of 22,557,035 for the period July 1, 2015 to June 30, 2022.

On February 10, 2024, the Company filed an Urgent Omnibus Motion to Withdraw its
application docketed as ERC Case No. 2022-020RC, “In the Matter of the Application for
Approval of the Annual Revenue Requirement and Performance Incentive Scheme in
Accordance with the Provisions of the Rules for Setting Distribution Wheeling Rates (RDWR)”
covering the Fifth Regulatory Period from July 1, 2022 to June 30, 2026.

Other revenues

Other revenues include rent income from electric property and sale of electric materials and
accessories (see Note 20).

EMPLOYEE BENEFITS

The Company maintains a funded, non-contributory defined benefit retirement plan covering all
its regular and full-time employees. The fund is administered by a trustee bank authorized to
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invest the fund as it deems proper. Under the plan, the employees are entitled to retirement
benefits ranging from one hundred percent (100%) to one hundred fifty percent (150%) of the
Plan Salary for every year of Credited Service on attainment of a retirement age of 60 or 35
years of service, whichever is earlier.

The retirement benefits obligation recognized in the interim condensed statements of financial
position is as follows:

December 31,

June 30, 2025 2024

(Unaudited) (Audited)

Present value of obligation P129,839,462 P129,839,462
Fair value of plan assets (43,578,898) (43,578,898)

P86,260,564 P86,260,564

The retirement benefits expense recognized in the statements of comprehensive income
included under “Operations and maintenance” (see Note 19) is as follows:

As at June 30, 2025 and December 31, 2024, the cumulative remeasurement loss on retirement
benefits presented in the statements of financial position amounted to 2,962,764

The movements in the retirement benefits obligation recognized in the statements of financial
position are as follow:

December 31,

June 30, 2025 2024

(Unaudited (Audited)

Balance at beginning of period $86,260,564 P72,982,180
Retirement benefits expense - 15,918,363
Contributions paid - (2,639,979)
Remeasurement gain - -
Balance at end of period $86,260,564 P86,260,564

The movements in the present value of the retirement benefits obligation are as follow:

June 30,2025 December 31,

(Unaudited) 2024

(Audited)

Present value of obligation, January 1 P129,839,462 £113,921,099

Current service cost - 8,855,255

Interest cost - 7,063,108
Benefits paid -
Actuarial gain -

Present value of obligation, December 31 P129,839,462 P129,839,462

The movement in the fair value of plan assets is presented below:

December 31,
June 30, 2025 2024
(Unaudited) (Audited)
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Fair value of plan assets, January 1 P43,578,898 P40,938,912
Interest income included in net interest cost -
Benefits paid -
Contributions - 2,639,979
Actuarial gain -
Fair value of plan assets, December 31 P43,578,898 P43,578,898

The fair value of plan assets consists of:

- Investment in government securities which consists of fixed rate treasury notes and retail
treasury bonds;

- Corporate stocks which consist primarily of stocks listed in Philippine Stock Exchange
(PSE);

- Deposit in banks which consists of savings deposit and certificate of time deposits; and

- Other securities and debt instruments which consist primarily of investment in corporate
bonds.

The Company’s plan assets are administered by a trustee bank, which is responsible for the
general administration of retirement plan including the management of the fund. The trustee

bank does not currently employ any asset-liability matching.

Risk Arising from the Retirement Plan

The defined benefit plan is underfunded by P86,260,564 as at March 31, 2025 and December
31, 2024, respectively. While there is no minimum required funding, the amount without fund
may expose the Company to cash flow risk for ten years when a significant number of
employees are expected to retire.

Credit Risk

The plan assets exposure to credit risk arises from its investments in financial assets which
comprise of investment in government securities, corporate stocks, deposit in banks and other
securities and debt instruments. The maximum credit risk exposure is equivalent to the carrying
amount of financial instruments. The credit risk arises from possible default of the issuer of the
financial assets.

The credit risk is minimized by ensuring that the exposure to the various financial assets as
recommended by the trustee bank.

Share Price Risk

The plan assets exposure to share price risk arises from corporate stocks which are traded at PSE.
The share price risk results from the volatility of the share prices in the PSE.

The share price risk is minimized by ensuring that investments in shares of stock are limited only
to blue chip companies or companies with good fair values. The trustee bank ensures that the
equity investments are invested in mix of various equity to reduce exposure to industry or sector-
related risk.

OPERATIONS AND MAINTENANCE
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June 30, 2025  June 30, 2024
(Unaudited) (Unaudited)

Salaries and wages P81,711,489 P76,060,155
Outside services 20,705,088 20,257,092
Professional fees 1,338,000 36,562,636
Repairs and maintenance 7,736,642 9,364,048
Retirement benefits expense — note 18
Electricity, telephone and water 3,890,134 3,401,129
Transportation 2,631,532 2,840,522
Office supplies 4,007,184 3,495,419
Rent 2,223,627 2,123,400
Representation expense 1,170,595 1,183,133
Insurance 1,071,412 1,193,042
Electric materials 3,007,270 1,438,933
Training and seminars 507,215 389,664
Donations 287,868 272,750
Association and membership fees 134,033 135,955
Adpvertising and promotion
Provision for ECLs — note 8
Others 9,545,101 8,663,755

P139,967,189 P167,381,634

Others pertain mainly to expenses related to uniform, subscriptions, injuries and damages.

OTHER INCOME (CHARGES)

This account consists of:

June 30, 2025 | June 30, 2024
(Unaudited) (Unaudited)
Interest income — note 7 P2,047,068 P1,880,739
Fair value loss on financial assets at FVPL — note 9
Interest expense — note 13- (54,123) -
Others:
Bank charges (29,080) (2,250)
Gain on sale of equipment — note 5
Gain on foreign exchange (19,198) 6,629
Miscellaneous income 4,210,028 1,048,662
P6,154,695 2,933,780

Miscellaneous income consists of deductions on other payables upon settlement, equipment

rental and other fees.
AGREEMENTS

The details of purchased power are as follow:
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June 30, 2025 June 30,2024
(Unaudited) (Unaudited)
Generation cost
GMCP P546,038,366 $596,005,110
WESM 410,223,528 468,560,664
EDC 241,987,891 304,426,268
OMSC 92,638,639 114,222,157
Transmission cost:
NGCP 241,507,366 174,915,004

$1,532,395,791 P1,658,129,204

Electricity Supply Agreement between the Company and Sun Asia Energy, Inc. (SEI), with the
latter assigning their rights to the ESA to Onemanaoag Solar Corporation (OMS)

On January 14, 2016, the Company entered into a contract with SEI, wherein the Company
committed to purchase clean power generated by SEI’s solar power plant project that would be
embedded into Company’s franchise area.

On July 14, 2016, the Company and SEI filed a Joint Application to the ERC for the approval of
their Electricity Supply Agreement (ESA). The application was docketed as ERC Case No.
2016-154 RC and was approved with modification by the Commission in its Decision dated
December 19, 2017.

Through an Assignment Agreement dated July 13, 2018, SEI assigned all of its rights, titles, and
interest in and to the ESA, among others, in favor of Onemanaoagsolar Corporation. A
manifestation was filed by the SEI informing ERC of the said assignment.

On November 29, 2022 and March 10, 2023, ERC granted OMS Provisional Authority to
Operate (PAO) for Phases 1 and 2 of their embedded solar power plant projects, respectively.

Thereafter, the supply commencement date became effective in accordance with the ESA.

Power Supply Agreement with Energy Development Corporation (EDC)

On February 21, 2022, the Company entered into a 10-year contract with EDC, wherein the
Company agreed to purchase 20 MW (10 MW base load and 10 MW load following) of its
power requirement from EDC.

On November 7, 2022, the Company and EDC filed a Joint Application to the ERC for the
approval of their Power Supply Agreement. The application was docketed as ERC Case No.
2022-082 RC and was provisionally approved by the ERC through the issuance of a Resolution
dated December 20, 2022. EDC commenced the supply of electricity to the Company on
December 26, 2022.

Renewable Power Supply Agreement with SNAP

On December 20, 2011, the Company entered into a contract with SNAP wherein the Company
agreed to purchase electric power from the latter, which became effective from October 26,
2012 until October 25, 2022.

Purchased Power Supply Agreement (PPSA) for Distribution Utility Buyers (the “Original

PPSA”)
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The Company and GNPower Ltd. Co. (GNPC) entered into:

(a) the “Original PPSA” in July 2006 wherein GNPC agreed to build, own and operate an
electric power generation facility for the purpose of supplying its customers with
environmentally clean electric power which commenced in 2010. Further, GNPC agreed to
supply and sell, while the Company agreed to receive and purchase the product;

(b) a Memorandum of Agreement (the “MOA”) in July 2006, setting out the conditions for the
effectiveness of the PPSA; and

(c) a Commercial Protocol Agreement No. 1 (the “Commercial Protocol Agreement”) in 2007
(the Original PPSA, as amended, modified and supplemented by the MOA and Commercial
Protocol Agreement, the “PPSA”) for the purchase and sale of the product that commenced
in 2010/2011.

Amendment to Original PPSA

Pursuant to Project Assignment Agreement dated June 11, 2008, GNPC transferred the rights,
obligations, benefits, assets, liabilities and interest in the Original PPSA to GMCP.

On February 9, 2009, the Company and GMCP amended the Original PPSA termination date to
be 180 months, unless extended pursuant to Section 2.4 or 2.5, from the date specified in the
Commencement Date Notice as set forth in Schedule 1 or December 31, 2012, if the GMCP had
not provided the Company with the Commencement Date Notice by December 31, 2012, or
such later date as the parties agreed in writing.

WESM Direct Membership

The Company became a direct member of the WESM effective November 26, 2009 upon
completion of the requirements of PEMC, the autonomous group market operator of WESM.
This membership gives the Company the privilege to purchase directly from the market.

Transmission Service Agreement with NGCP

The Company entered the Contract with NGCP wherein the latter would provide the necessary
transmission services to the Company, provided that the Company shall pay the applicable
charges for such services and remain liable for any unpaid amounts despite the termination of
the agreement.

Service Agreement with TransCo

The Company entered into service agreement with the TransCo. Under the agreement, TransCo
shall provide transmission services to the Company effective June 26, 2006, and shall continue
to be in full force and effect until terminated in accordance with the Provision of Open Access
Transmission Service which governs the TransCo’s provision of transmission services to
qualified grid users.

On December 1, 2008, the franchise to operate and maintain the physical assets of TransCo for
50 years was granted to NGCP by virtue of R.A. No. 9511, An Act Granting NGCP a Franchise
to Engage in the Business of Conveying or Transmitting Electricity through High Voltage
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Back-bone System of Interconnected Transmission Lines, Substations and Related Facilities
and for other purposes. With the affectivity of R.A. No. 9511, transmission services to the
Company have been are provided by NGCP since December 2008.

Company as lessor

The Company entered into various lease agreements to lease out its electric poles in various
towns of Pangasinan. The lease agreements are for a period of one year subject to renewal and
rental rate of 270 to P340 per pole.

Total rental income for the six months ended June 30, 2025 and 2024 amounted to
P7,400,909.80 and P12,099,174, respectively, and is included in the “Other revenues” account
under the “Revenues” section in the statements of comprehensive income (see note 17).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s financial instruments include cash and cash equivalents, trade and other
receivables, rental deposit, trade and other payables, customers’ deposits and dividend payable
which are used for working capital management purposes and operations. The Company does
not actively engage in the trading of financial assets for speculative purposes nor does it write
options.

The Company is exposed to a variety of financial risk which results from both its operating and
investing activities. The Company’s risk management is in close cooperation with the BOD, and
focuses on actively securing the Company’s short-to medium-term cash flows by minimizing
the exposure to financial markets.

Credit risk

Credit risk is the risk that the Company will incur a loss from customers or counterparties that
fail to discharge their contractual obligations. The Company manages credit risk by setting
limits on the amount of risk the Company is willing to accept from counterparties and by
monitoring exposures in relation to such limits.

Credit risk exposure

The table below shows the maximum exposure to credit risk of the Company as at:

June 30, 2025

Basis of

recognizing  Gross carrying Loss Net carrying
ECL amount allowance amount

Cash in banks and cash
equivalents (a) $2,396,772,468 P- $2,396,772,468
Trade receivables (b)  Lifetime ECL 540,587,901 14,515,757 526,072,144
Other receivables (b) 56,807,736 56,807,736
Rental deposits () 679,643 679,643

$2,994,847,748 P14,515,757  $2,980,331,991
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December 31, 2024
Basis of

recognizing Gross carrying Loss Net carrying
ECL amount allowance amount

Cash in banks and cash
equivalents (a) $2,178,998,214 P- P$2,178,998,214
Trade receivables (b) Lifetime ECL 586,356,765 14,515,757 571,841,008
Other receivables (b) 62,666,082 - 62,666,082
Rental deposits (c) 687,718 - 687,718

P1,426,170,756 $21,220,837 P2,817,193,022

(a) Cash in banks and cash equivalents are assessed to have low credit risk at each reporting
period. Cash in banks and cash equivalents are held by reputable banking institutions.

(b) For trade and other receivables, the Company has applied the simplified approach to
measure the loss allowance at lifetime ECLs. The Company determines the expected credit
losses on these items by using a provision matrix, estimated based on historical credit loss
experience based on the past due status of the debtors, adjusted as appropriate to reflect
current conditions and estimates of future economic conditions.

(c) Rental deposits are assessed to have low credit risk at each reporting period since these are
held by related parties.

The Company does not hold any collateral or other credit enhancements to cover its credit risks
associated with its financial assets.

Trade and other receivables

The Company applies the simplified approach to measuring ECL which uses a lifetime ECLs
for all trade receivables. The loss allowance for trade receivables as at June 30 and December
31 is determined as follows:

Liquidity risk

The Company monitors and maintains a level of funds deemed adequate by management to
finance the Company’s operations and mitigate the effects of cash flows. Any excess funds are
placed with reputable banks to generate interest income. As at June 30, 2025 and December 31,
2024, the financial liabilities have contractual maturities as follow:

June 30, 2025 December 31, 2024
Due within Due beyond Due within one Due beyond
one year one year year one year
Trade payables $290,550,239 P- $249,274,778 P-
Other payables* 103,566,171 - 163,790,780 -
Dividend payable - - - -
Customers’ deposits 240,763,052 265,314,019 240,763,052 337,846,798
£ P634,879,462  P265,314,019  P653,828,610  P337,846,798

X
*Excluding statutory payables and other liabilities to government agencies amounting to P26,530,953 as at June 30,
2025 and P42,580,380 as at December 31,2024.
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OTHER MATTERS
EPIRA 0f 2001

R.A. No. 9136, otherwise known as the EPIRA Act (Act) of 2001 was signed into law on June
8, 2001. The covering Implementing Rules and Regulations (IRR) have already been
deliberated upon and approved by the Joint Congressional Power Commission. The Act
provides for, among others, the significant changes in the power sector, such as the (a)
unbundling of the generation, transmission and distribution sectors; (b) privatization of National
Power Corporation (NPC)’s generation, transmission, and other disposable assets, including
independent power producers or IPP contracts, (c) creation of ERC to regulate the electric
power industry; (d) creation of a wholesale electricity spot market within one year; (e) open and
nondiscriminatory access to transmission and distribution systems; and, (f) mandated rate
reduction and lifeline rate for marginalized end-users. The price will have regulated elements
for transmission and distribution, and competitive components for the electrical energy itself
and for ancillary or support services.

The law requires public listing of not less than 15% of common shares of generation and
distribution companies within five (5) years from the effectivity of the Act. It provides cross
ownership restrictions between transmission and generation companies and between
transmission and distribution companies, and a cap that no distribution utility is allowed to
source bilateral power supply contracts more than fifty percent of its total demand from an
associated firm engaged in generation except for contracts entered into prior to the effectivity of
the Act. Specifically relating to distribution utilities, the Act provides for the unbundling of
electricity tariff rates and the determination of stranded costs and its recovery through universal
charge.

On June 27, 2017, the ERC issued Resolution No. 10, Series of 2017, “A Resolution Extending
the Compliance Period Under Resolution No. 9, Series of 2011, for Generation Companies and
DU, which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less Than
Fifteen Percent (15%) of their Common Shares of Stocks, Pursuant to Section 43(t) of R.A. No.
9136 and Rule 3, Section 4(m) of its IRR”. In this resolution, ERC allowed an extension of one
(1) year or until the resolution of the petition, whichever is earlier, for generation companies
and distribution utilities to offer and sell to the public a portion of not less than fifteen percent
(15%) of their common shares of stocks.

On December 7, 2018, the ERC per ERC Case No. 2015-006 RM had set the continuation of the
public consultation on the “Petition to Amend ERC Resolution No.9, Series of 2011, Allowing
Registration of Shares at the SEC as a Mode of Public Offering”. The ERC invited the SEC to
discuss securities rules and regulations on public offering and public listings of generation
companies and distribution utilities.

On June 4, 2019, the ERC issued Resolution No. 4, Series of 2019, “A Resolution Amending
Resolution No. 9, Series of 2011 Requiring Generation Companies and Distribution Utilities
Which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less than Fifteen
Percent (15%) of Their Common Shares of Stock Pursuant to Section 43 (t) of R.A. No. 9136
and Rule 3, Section 4 (m) of its IRR.” The resolution amended Section 2.3 of Article II to
include offering of common shares of stocks for sale to the public in accordance with the 2016
IRR of Securities Regulation Code as a mode of public offering: (i) publication in any
newspaper, magazine or printed reading material which is distribute within the Philippines; (ii)
presentation in any public or commercial place; (iii) advertisement or announcement on radio,
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television, telephone, electric communications, information communication technology or any
other forms of communications; or (iv) distribution and/or making available flyers, brochures or
any offering material in a public or commercial place or to prospective purchasers through the
portal system, information communication technology and other means of information
distribution.

In compliance with the above resolution, the Company applied for registration of its public
offering of 15% or 2,200,000 of its common shares with the Securities and Exchange
Commission (SEC). The registration of DECORP’s shares was rendered effective by the SEC
on December 27, 2023 under SEC MSRD Order No. 72, Series of 2023, in which the public
offering was scheduled from January 8, 2024 to January 12, 2024.



ANNEX B

PART II: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITIONS AND RESULTS OF OPERATIONS

The following discussions and analysis of financial position and results of operation of
Dagupan Electric Corporation (“DECORP” or the “Company”’) should be read in conjunction
with the unaudited interim condensed financial statements as of and for the period ended June
30, 2025 with comparative figures as of December 31, 2024 and for the six months ended June
30, 2024.

The financial statements have been prepared in compliance with the Philippine Financial
Reporting Standards (PFRS) Accounting Standards. The term PFRS in general includes all
applicable PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations which
have been approved by the Financial and Sustainability reporting Standards Council (FSRSC).

The financial information appearing in this report and in the accompanying interim
condensed financial statements is presented in Philippine Peso. All values are rounded to the
nearest million pesos except earnings per share.

Financial Highlights and Key Performance Indicator

(Amounts in million, except earnings per share and operational data)

Condensed Statements of Financial Position

Increase (Decrease)
June 30, 2025 | December 31,
(Unaudited) 2024

(Audited) Amount %

Total assets P7,450 P7,326 P124 1.7
Current assets 3,311 3,180 131 4
Cash and cash equivalents 2,397 2,180 217 10
Non-current liabilities 937 943 -6 -0.60
Current liabilities 759 740 19 2.5
Total liabilities P1,696 P1,683 P13 0.7

Condensed Statements of Income
Unaudited
Six Months Ended June 30 Increase (Decrease)

2025 2024 Amount %

Revenues P2,051 $2,026 P25 1.2
Costs and expenses 1,829 1,964 -136 -7
Other income, net of expenses 6 3 3 100
Income before income tax 228 65 163 251
Net income P155 P34 121 356
Earnings per share (EPS) P10.58 P2.33 8.25 354




Condensed Statements of Cash Flows

Unaudited
Six Months Ended June 30 Increase (Decrease)
2025 2024 Amount %
Net cash provided by (used in) P367 P189 P178 94
operating activities
Net cash provided by (used in) (150) 97) 53 54
investing activities
Net cash provided by (used in) 0 1,173 -1,173 -100
financing activities
Operational Data
Unaudited
Six Months Ended June 30 Increase (Decrease)
2025 2024 Amount %
Number of Customers
Residential 130,958 127,540 3,418 2.7
Commercial 13,623 13,221 402 3
Industrial 35 35 - -
Streetlight 48 53 -5 -9
Electricity sales (MWh) 252,803 247,135 5,668 2.3
System loss (%) 6.94 7.29 -0.35 -4.8
Key Performance Indicators (“KPI”)
June 30, | December
2025 | 31,2024
Financial KPI Definition (Unaudited) | (Audited)
Debt to equity Total liabilities / Total equity 0.29 0.30
Current ratio Current assets/Current Liabilities 4.36 4.30
Unaudited
June 30, | December
2025 | 31,2024
Net profit margin (Net income / Revenues) x 100 8% 3%
Return on equity (Net income / Average
shareholders’ equity) x 100 3% 1%
Return on assets (Net income / Average total
assets) x 100 2% 0.4%

2025 compared with 2024

Results of Operations

The results of operations for the six months ended June 30, 2025 and 2024 are discussed

below:




Condensed Statements of Income

Unaudited
Six Months Ended June 30 Increase (Decrease)
2025 2024 Amount %
Revenues P2,051 P2,026 P25 1.2
Costs and expenses 1,829 1,964 -136 -7
Other income, net of expenses 6 3 3 100
Income before income tax 228 65 163 251
Net income P155 P34 121 356
Earnings per share (EPS) P10.58 P2.33 8.25 354

Revenues

Revenues of DECORP consist of: 1. pass-through charges or generation, transmission,
system loss, and other related revenues; 2. distribution wheeling charges, which include
distribution, supply, and metering; and 3. other charges such as service reconnection and pole
attachment rental.

Revenues of DECORP for the six months ended June 2025 were 2,051 million, which
was P25 million or 1.2% higher in the same period in 2024 due to a higher volume of electricity
distributed and a higher pass-through transmission charge.

Increase
2025 2024 (Decrease)

Amount % | Amount % | Amount %
Generation 21,209 59 P1,246 62 -37 -3
Transmission 228 11 173 9 55 32
System Loss 111 5 108 5 3 3
Distribution 474 23 467 23 7 1.5
Other pass-through 18 0.9 18 0.9 - -
charges
Other revenues 10 0.5 15 0.7 -5 -33
Total P2,051 100 P£2,026 100 P25 1.2

The generation charge, accounting for 59% of the total revenues, for the period ended
June 30, 2025 dropped by 3% compared to the same period of the previous year. The decrease in
the cost of producing electricity was driven by a sharp decline in Wholesale Electricity Spot
Market (WESM) prices, which effectively balanced out the impact of increased fuel prices and
the weaker peso.

The transmission charge, which was 11% of the total revenues, went up by 32% due to
higher ancillary service charges from additional capacity sourced by the National Grid
Corporation (NGCP) from new Ancillary Service Procurement Agreements (“ASPAs”) and the
reserve market.

DECORP’s average retail rate was £9.14 per kWh and $£9.19 per kWh for the period
ended June 2025 and 2024, respectively. The decline in the retail rate was due to lower




generation charges and compliance with ERC Resolution No. 18, Series of 2024, “A Resolution
Directing Distribution Utilities to Refund All Collected and Unutilized Regulatory Reset Experts
Cost and Cease Any Future Collection Thereof,”

The following summarizes the customer volume and the corresponding electricity
consumption per customer type for the six months ended June 30, 2025 and 2024:

Electricity Sales
No. of Customers (in MWh) % Change
Customer No. of | Electricity
Type 2025 2024 2025 2024 | Customers Sales
Residential 130,958 | 127,540 | 135,410 | 131,517 2.68 3
Commercial 13,623 13,221 77,161 | 74,608 3.04 3
Industrial 35 35 38,047 | 38,799 - -2
Streetlights 48 53 2,185 2,211 -9 -1
Total 144,664 | 140,849 | 252,803 | 247,135 2.7 2

The energy sales of DECORP totaled 252,803 MWh for the period ending June 30, 2025,
reflecting a 2% increase from 247,135 MWh for the period ending June 30, 2024.

The energy sales in the residential segment, which accounted for 54% of DECORP’s
energy sales mix, increased by 3%, or from 131,517 MWh in 2024 to 135.410 MWh in 2025.
The increase in energy consumption during the six months ending 2025 was attributed to the
growth in the customer base.

The commercial segment’s sales went up to 77,161 MWh in 2025, or a 3% increase from
the 74,608 MWh in 2024. The increase in energy consumption reflected both the expanding
customer base and the surge of investment in the Ilocos Region, of which Pangasinan accounted
for the majority of these investments, particularly within the micro, small, and medium-sized
industries.

Electricity sales in the industrial segment closed the period with 38,047 MWh, or a 2%
decrease from the 38,799 MWh in the six months period ending 2024.

Costs and Expenses

The costs and expenses of DEORP for the six months ended June 30, 2025 amounted to
P869 million, an increase of 3% or P25 million from the P844 million in the same period in
2024. The following are the details of the costs and expenses:

Unaudited
For the Six Months Ended June 30
Increase
2025 2024 (Decrease)
Amount % Amount % | Amount %
Purchased power P1,532 84 P1,658 | 844 -126 -8




Depreciation 106 6 105 53 1 1
Salaries, wages, and 82 5 76 4 6 8
employee benefits

Taxes other than income

tax 51 3 34 1.7 17 50
Outside services 21 1 20 1 1 5
Repairs and maintenance 8 0.3 5 0.2 3 60
Others 15 0.7 67 34 -52 | -78
Total P1,829 100 £1,965 100 -136 -7

The cost of purchased power went down by 8% or 126 million from P1,658 million in the
six months period ending 2024 to P1,532 million in the same period in 2025, in line with the

fluctuations in the pass-through revenues. The decrease was due to lower WESM prices.

Salaries, wages, and employee benefits reached P82 million in 2025, higher by P6 million or
8% than the previous year. The increase was due to the additional manpower and the annual

employee merit adjustments.

The increased taxes other than income tax were due to the payment of deficiency taxes
resulting from the Bureau of Internal Revenue’s (BIR) review of the Company’s tax obligations

for the taxable year 2021.

The costs related to the initial public offering of the Company were included in other costs
and expenses of the previous year, resulting in lower other costs and expenses for the period

ending June 30, 2025.

Interim Statements of Financial Position

June 30 December
31 Increase (Decrease)
2025 2024
(Unaudited) (Audited) Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment 3,929 P3,878 P51 1.36
Other property and equipment 80 86 -6 -7
FVOCI 152 152 0 0
Deferred tax assets 28 28 0 0
Current Assets
Cash and cash equivalents 2,397 2,180 217 10
Trade and other receivables 583 635 -52 -8
Financial assets at FVPL 185 184 0 0
Inventories 89 116 -28 -23
Prepayments and other current 58 66 -8 -12
assets




TOTAL ASSETS $7,500 P7,326 P174 24
EQUITY AND LIABILITIES

EQUITY

Capital stock P1,466 P1,466 PO 0
Additional paid-in capital 1,142 1,142 0
Revaluation reserve 1,463 1,480 -17 -1
Remeasurement gain (loss) on 3 3 0 0

retirement benefits

Retained earnings

Appropriated
Unappropriated 1,582 1,551 31 2
5,656 5,642 14 0.2

LIABILITIES

Current liabilities

Trade and other payables 715 703 12 2

Dividends payable 147 0 147 100

Income tax payable 44 37 7 19
907 741 19 3

Noncurrent liabilities

Customers’ deposit 338 338 -0.82 -0.24

Deferred tax liabilities 513 519 -6 -1

Retirement benefits obligation 86 86 0 0
937 943 -6 -0.6

TOTAL EQUITY AND P7,500 P7,326 P174 24

LIABILITIES

Changes in Financial Position

Utility plant and equipment and others closed at 3,929 million as at June 30, 2025, a net
increase of 1% or P51 million from P3,878 million as at December 31, 2024. The capital
expenditures amounted to P150 million for the expansion of distribution assets and the upgrade
and rehabilitation of the existing electrical facilities.

Cash and cash equivalents grew to 2,397 million as at June 30, 2025 from P2,180 million as
at December 31, 2024. The growth of P217 million attributed to the 367 million generated
from DECORP’s operational activities, partially offset by the P15 million utilized for financing
activities during the period.

The trade and other receivables primarily reflect the June 2025 billing cycle. The reduction
in receivables reflect the lower retail in March 2025 compared to December 2024.



2024 compared with 2023

Unaudited
Six Months Ended June 30 Increase (Decrease)
2024 2023 Amount %
Revenues P2,027 P2,184 -P157 -7
Costs and expenses 1,965 1,891 74 4
Other income, net of expenses 3 26 -23 88
Income before income tax 65 319 -254 -80
Net income 34 238 -204 -86
Earnings per share (EPS) 2.32 19.10 -16.78 -88

Revenues

The sale of electricity and other revenues amounted to 2,026 million for the six-month

period ended June 30, 2024, which was P157 million or 7% lower than the 2,184 million sales

for the six-month period ended June 30, 2023. The details of the revenues are as follows:

For the Six Months Ended June 30

2024 2023 Increase (Decrease)

Amount % | Amount % | Amount %

Generation P1,246 62 P1,475 68 -168 -24
Transmission 173 9 168 9 2 2
System Loss 108 5 118 5 -9 -16
Distribution 467 23 401 17 26 15
Other pass-through charges 18 0.9 18 0.6 2.2 36
Other revenues 15 0.7 4 0.2 0 0
Total £2,026 | 100 P2,184 100 -146 -14

The generation revenues for the period ended March 31, 2024, accounting for 60% of the
total revenues, went down by 24% from the same period of the previous year. The decrease was
attributed to the significant decline in fuel costs.

DECORP’s average retail rate was $9.19 per kWh and P11.44 in the six months ended
2024 and 2023, respectively. The reduction in the average retail rate was due to the lower
generation charges during this period.

The following summarizes the customer volume and the corresponding electricity
consumption per customer type for the three months ended June 30, 2024 and 2023:

Electricity Sales
No. of Customers (in MWh) % Change
Customer No. of | Electricity
Type 2024 2023 2024 2023 | Customers Sales
Residential 127,540 | 124,578 | 131,516 | 109,271 2.4 20
Commercial 13,221 12,840 74,608 | 67,389 2.9 10




Industrial 35 31 38,799 | 33,657 13 15
Streetlights 53 56 2,211 2,223 -5 0.5
Total 140,849 137,505 | 247,135 | 212,540 2.4 16

Costs and Expenses

The costs and expenses of DECORP for the six months ended June 30, 2024 amounted to
P1,964 million, an increase of 4% or P73 million from the 1,891 million in the same period in
2024. The following are the details of the costs and expenses:

Unaudited
For the Six Months Ended June 30
Increase
2024 2023 (Decrease)

Amount % Amount % | Amount %
Purchased power P1,658 84.4 P1,653 87 5| 0.3
Depreciation 105 53 100 53 5 5
Salaries, wages, and 76 4 75 4 1 1
employee benefits
Taxes other than income
tax 34 1.7 5 0.3 29 | 580
Outside services 20 1 16 0.8 4 25
Repairs and maintenance 5 0.2 8 0.4 3| -04
Others 67 34 34 2 33 97
Total £1,964 100 1,891 100 73 4

Purchased power

The Company has three (3) bilateral contracts with the following generators to supply its
electricity requirements: 1.) GNPower Mariveles Energy Center, Ltd. Co. (GMEC), a coal-fired
power plant; 2) One Manaoag Solar Corporation (OMSC), a solar power plant; and 3.) Energy
Development Corporation (EDC), a geothermal power plant. The Company also purchased
electricity from the Wholesale Electricity Spot Market (WESM) for its requirements that could
not be supplied by their generators. Payments made to the National Grid Corporation of the
Philippines (NGCP) for transmission services are also included in this account.

Salaries and wages

This account consists of salaries and benefits provided to the employees of the Company.
For the six-month period ended June 30 2024 and 2023, the salaries and wages amounted to P76
million and P75 million, respectively.

Outside services

This account consists of payments to service providers for distribution of statement of
accounts and disconnection notices, withdrawal of meters of delinquent customers, distribution
line expansions and revamps, security services, and janitorial services. For the six-month period
ended June 30 2024 and 2023, outside service amounted to P20 million and P16 million,
respectively.




Taxes other than income tax

This account consists of payments of national and local government taxes. The increase was
due to the payment of documentary stamp tax for the issuance of common shares related to the
shares sold by way of initial public offering. It also includes the monthly amortization of
payment of local franchise and real property taxes for the year 2024.

Others

This account includes payments for legal services, financial advisory services, actuarial
valuation of retirement fund, and audit of financial statements. The payment for legal and
financial advisory services for the registration of the Company’s common shares with the SEC
leading to the initial public offering of its common shares significantly increased the professional
fees include in this account.

Interim Statements of Financial Position

June 30 December
31 Increase (Decrease)
2024 2023
(Unaudited) (Audited) Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment P3,849 P3,846 P3 .07
Other property and equipment 74 85 -11 -13
FVOCI 152 152 0 0
Deferred tax assets 26 26 0 0
4,101 4,110 -9 -0.2
Current Assets
Cash and cash equivalents 2,151 887 1,264 142
Trade and other receivables 590 518 72 14
Financial assets at FVPL 175 175 0 0
Inventories 95 83 12 14
Prepayments and other current
assets 100 77 23 30
3,112 1,740 1,372 79
TOTAL ASSETS P7,214 P5,849 P1,365 23
EQUITY AND LIABILITIES
EQUITY
Capital stock P1,466 P1,246 P220 18
Additional paid-in capital 1,142 189 953 504
Revaluation reserve 1,532 1,550 -18 -1
Remeasurement gain (loss) on 3 3 0 0
retirement benefits
Retained earnings
Appropriated 400 400 0 0
Unappropriated 914 832 82 10
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5,427 4,220 1,207 28
LIABILITIES
Current liabilities
Trade and other payables 826 636 190 30
Dividends payable 0 0 0 0
Income tax payable 14 46 -32 70
723 682 41 6
Noncurrent liabilities
Customers’ deposit 335 335 0 0
Deferred tax liabilities 527 539 -12 -2
Retirement benefits obligation 73 73 0 0
935 947 -12 -1.2
TOTAL EQUITY AND
LIABILITIES 7,214 5,850 1,364 23

Changes in Financial Position

Utility Plant and Equipment

The Company invested P97 million on capital expenditures for the six-month period ending
June 30, 2024 for the continuous extension of the distribution assets to accommodate the growth
of customers and their electricity consumption. The total Utility Plant and Equipment. The total
Utility Plant and Equipment, considering the additional investment and depreciation, increase by
P2.6 million or 0.07%

Other Property and Equipment
This account as of June 30, 2024, likewise decreased by P10.8 million or 13% due to
depreciation.

Cash and Cash Equivalents

The Company’s Cash and Cash Equivalent account increased by P1.3 billion or 143%. The
increase was primarily due to the receipt of the proceeds from the initial public offering of the
Company that was held from January 8 to 12, 2024 following the SEC’s approval of the
Company’s registration of its shares on December 27, 2023. The proceeds shall be used solely in
accordance with the purpose stated in the use of the proceeds of the public offering.

Prepayments and Other Current Assets

The Prepayments and Other Current Assets increased by 24 million or 31% due to the
annual payments of property insurance, real property tax, and local franchise tax for the year
2024. This account is amortized monthly to recognize the expense portion in its applicable
period.

Trade and Other Payables

The Trade and Other Payables increased by 30% from P636 million as at December 31, 2023
to P826 million as of June 30, 2024. This account includes the cost of power that the Company
purchased from its generators under a bilateral agreement, the costs of energy drawn from the
Wholesale Electricity Market (WESM), and payments for transmission services provided by the
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National Grid Corporation of the Philippines (NGCP). The increase in this account can be
attributed to the increase in the Company’s power requirements

Capital Stock and Additional Paid-In Capital

The increase in capital stock and additional paid-in capital by 220 million and 953 million,
respectively, for the period ending June 30, 2024, resulted from the sale of 2,200,000 common
shares of DECORP through an initial public offering.

Liquidity risk

The Company monitors and maintains a level of funds deemed adequate by management to
finance the Company’s operations and mitigate the effects of cash flows. Any excess funds are
placed with reputable banks to generate interest income. As of June 30, 2025 and 31 December
2024, the financial liabilities have contractual maturities as follow:

June 30, 2025 December 31, 2024
Due within Due beyond Due within one Due beyond
one year one year year one year
Trade payables $290,550,239 P- P$249,274,778 P-
Other payables* 103,566,171 - 163,790,780 -
Dividend payable - - - -
Customers’ deposits 240,763,052 265,314,019 240,763,052 337,846,798

P634,879,462  P265,314,019  $653,828,610  P337,846,798

The Company does not foresee that it will have any cashflow or liquidity problems within the
next twelve (12) months from the date of this report.

The Company is not aware of any event that will trigger or contingent financial obligations
that are material to the Company, including default or acceleration of any obligations.

The Company does not have any off-balance sheet transactions, arrangements, obligations,
including contingent obligations, and other relationships with unconsolidated entities or other
persons created during the relevant period.

The Company is not aware of any trends, events, or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact on net sales, revenues,
income from continuing operations.

The Company does not have any significant elements of income or loss that did not arise
from its continuing operations.

The Company does not have any seasonal aspects that had a material effect on the financial
conditions or results of operations.
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Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule A — Financial Assets
June 30, 2025

Unaudited
No of Shares Amount Value Based on Income
of Principal Shown in the Market Received and
Amount of Statements of Quotation at Accrued
Bonds and Financial Statement of

Notes Position Condition Date
Financial assets at fair value through
other comprehensive income
(Fvoqi)
Equity Securities
Tarlac Electric Inc. 400,000 152,000,000 152,000,000
Total -FVOCI 152,000,000 152,000,000
Financial assets at fair value through
profit or loss (FVPL)
Debt Securities
Petron Corporation 98,680,726 98,680,726
Aboitiz Equity Ventures 17,830,000 17,830,000
BPI -PHILAM 29,155,665 29,155,665
Equity Securities
BPI -PHILAM 8,207,843 8,207,843 -
Other equity and debt securities
Sun Life Asset Management Co., Inc. 17,992,996 17,992,996
Landbank of the Philippines 4,581,464 4,581,464
BPI -PHILAM 7,821,693 7,821,693
Total -FVPL 184,270,387 184,270,387
Cash and Cash Equivalents 2,396,772,468 | 2,396,772,468 2,047,068
Trade and Other Receivables 582,879,880 582,879,880




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule B — Amounts Receivables from Directors, Officers, Employees, Related Parties, and Principal
Stockholders (Other than Related Parties)
June 30, 2025

(Unaudited)
Balance at Deductions Ending Balance Balance at
Beginning Additions Am.ounts the End of
of Year Amounts Written- the Year
Name and Designation of Debtor Collected off Current Non-Current

Receivables from directors, officers, employees, related parties, and principal stockholders are within the
ordinary course of the company




Schedule C — Amounts Receivables from Related Parties which are Eliminated during the Consolidation of
Financial Statements

Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J

June 30, 2025

(Unaudited)
Balance at Deductions Ending Balance B:tlz::t;e
Beginning | Additions Amounts
of Year Amounts Written- End of
Name and Designation of Debtor Collected/Paid off Current Non-Current the Year

Not Applicable




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule D — Long Term Debt
June 30, 2025
(Unaudited)

Type of Obligation

Amount Shown Under Caption
"Current Portion of Long Long-
term Debt" in Related Statement
of Financial Position

Amount Shown Under
Caption "Long-term Debt" in
related Statement of
Financial Condition

The Company has no long-term loans




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule G — Capital Stock
June 30, 2025

(Unaudited)
Number of Number of Shares Held by
Outstanding as Shares
Shown Under Reserved for
the Related Options,
Number of Statement of Warrants,
Shares Condition Conversion and Directors, Officers,
Title of Issue Authorized Caption Other Rights Related Parties and Employees Others
Common Stock 15,000,000 14,662,000 12,863,000 | 1,799,000




Dagupan Electric Corporation
AB Fernandez St., Dagupan City, Province of Pangasinan
Schedule H - Reconciliation of Retained Earnings Available for Dividend Declaration
As of June 30, 2025
(Unaudited)

Items Amount

Unappropriated Retained Earnings, as adjusted to available for dividend
distribution, beginning of the period 1,466,186,123
Add: Net income during the period closed to retained earnings 155,061,984
Less: Non-actual/unrealized income net of tax

Fair value gain (loss) on financial assets at FVPL
Add: Non-actual losses

Depreciation on revaluation increment (after tax) 17,277,667
Net income actually earned during the period 172,339,651
Less:

Effect of prior period adjustments
Cash dividend declaration during the period 147,499,720

Stock dividend declaration during the period
Appropriation of retained earnings during the period
Reversal of appropriation

24,839,931

Total Retained Earnings, End, Available for Dividend Declaration 1,491,026,054




SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

Dagupan Electric Corporation
For the Period Ended June 30, 2025 and 2024
(Unaudited)

Ratio

Formula

Current Ratio

Current Assets / Current Liabilities

Acid Test Ratio

(Cash and Cash Equivalents + Marketable Securities + Accounts
Receivable) / Current Liabilities

Solvency Ratio

(Net Profit After Tax + Non-Cash Expenses) / Liabilities

Debt-to-Equity Ratio

Total Liabilities / Total Equity

Asset-to-Equity Ratio

Total Assets / Total Equity

Interest Rate Coverage Ratio*

Earnings Before Interests and Taxes / Interest Expense

Return on Equity

(Net Income / Average Shareholders' Equity) x 100

Return on Assets

(Net Income / Average Total Assets) x 100

Net Profit Margin (Net Income / Revenues) x 100
[(Net sales of Current Period - Net Sales of Previous Period) / Net
Net Sales Growth Sales of Previous Period] x 100

Net income percentage

[(Net income of current period - Net income of previous period) / Net
income of previous period] x 100

Increase in shareholders' equity

[(Shareholders' equity of current period - Shareholders' equity of
previous period) / Shareholders' equity of previous period] x 100

* The Company has no loans




2025 2024
3.65 3.71
3.49 3.47
0.14 0.08
0.33 0.33
1.33 1.33
N/A N/A
3% 1%
2% 1.0%
8% 2%
1% -7%
354% -86%
-0.26% 29%




DAGUPAN ELECTRIC CORPORATION
Aging of Accounts Receivable

June 30 2025
(Unaudited)

No. of Days Outstanding Amount
Current 347,131,686
0-30 days 30,481,289
31-60 days 155,318,484
>90 days 7,656,442
Total 540,587,901
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SEC Registration Number
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PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province)

A|B FIE|R[N|JA[N|D|E|Z S|T DIA[G|U|[P|A|N ClI|T|Y

Form Type Department requiring the report Secondary License Type, If Applicable
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COMPANY INFORMATION

Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
54 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number

Lilian D. Saralde lds@decorp.com.ph (632) 8374 3039 9285066639

CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated
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SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:
Form 17-A [ ] Form 17-Q [V]
Period-Ended Date of required filing June 30, 2025

Date of this report Auqust 13, 2025

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates: SEC FORM 17-Q

1. SEC Identification Number 18890 2. BIR Tax Identification No. 000-202-524

3. DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

4. DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

5. Industry Classification Code: |:| (SEC Use Only)

6. AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

7. (632) 83743039

Issuer’s telephone number, including area code

8. NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

[(e]

. Are any of the issuer’s securities listed on a Stock Exchange?
Yes[ ] No[ v']
If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ ]

(b) The subject annual report on SEC Form 17-A, or portion thereof, will be filed on or before the
fifteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. [v]

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

The request to file the 17-Q beyond the prescribed period is to allow us sufficient time to complete the
report for the second quarter of 2025.

Part lll - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v] No [ ] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes []1] No [v]
If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the results cannot be made.

SEC Form 17-L Instructions 2
February 2001



SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

RENE L. LLAMES
President and CEO

Date: August 13, 2025

SEC Form 17-L Instructions 3
February 2001
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The designated contact person MUST be an Officer of the Corporation
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Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended September 30, 2025

2. Commission identification number 18890 3. BIR Tax Identification No. 000-202-524

DAGUPAN ELECTRIC CORPORATION
4. Exact name of issuer as specified in its charter

DAGUPAN CITY, PANGASINAN, PHILIPPINES
5. Province, country or other jurisdiction of incorporation or organization

6. Industry Classification Code: |:| (SEC Use Only)

AB FERNANDEZ ST., DAGUPAN CITY 2400
7. Address of issuer's principal office Postal Code

(632) 8374 3039
8. Issuer's telephone number, including area code

NOT APPLICABLE
9. Former name, former address and former fiscal year, if changed since last report

10.Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Title of each Class Number of shares of common

stock outstanding and amount
of debt outstanding

COMMON SHARES 14,662,000

11. Are any or all of the securities listed on a Stock Exchange?
Yes [ ] No [ V]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

NOT APPLICABLE

2-Form-17Q-2025-Q3-Lead-Page.doc (Instructions)
February 2001



12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12) months
(or for such shorter period the registrant was required to file such reports)

Yes [V'] No [ ]

(b) has been subject to such filing requirements for the past ninety (90) days.

Yes [v] No [ ]

PART I--FINANCIAL INFORMATION

Item 1. Financial Statements.

The Unaudited Interim Condensed Financial Statements of Dagupan Electric Corporation
(“DECORP” or the “Company”) as of and for the period ended September 30, 2025 (with comparative
figures as of December 31, 2024 and for the period ended September 30, 2024) and Unaudited Notes to
the Interim Condensed Financial Statements are attached as Annex A.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

The information required by Part lll, Paragraph (A)(2)(b) of “Annex C”, is attached as Annex B.

PART II--OTHER INFORMATION

The following other information are attached as Annex C

a) Schedules required under Annex 68-J of the Revised Securities Regulation Code Rule 68
b) SEC Form 17-L for SEC Form 17-Q as of and for the quarter ended September 30, 2025

2-Form-17Q-2025-Q3-Lead-Page.doc 2
February 2001



SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

Issuer

DAGUPAN ELECTRIC CORPORATION
Issuer

By:

Rene Bernard L. Llames
President and CEO

oAb

lian D. Saralde
inance Manager and Compliance Officer

Date: November 20.2025
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DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF FINANCIAL POSITION

September 30, 2025
(Unaudited)

December 31 2024
(Audited)

ASSETS

Noncurrent Assets
Utility plant and equipment -note 4
Other property and equipment -note 5
FVOCI -note 6
Deferred tax assets -note 21

Current Assets
Cash and cash equivalents -note 7

3,906,445,864

3,878,693,425

75,878,914 85,820,987
152,000,000 152,000,000
28,005,805 28,005,805
4,162,330,584 4,144,520,217

2,353,898,791

2,179,835,209

Trade and other receivables -note 8 582,910,090 634,507,090
Financial assets at FVPL -note 9 166,440,386 184,270,386
Inventories -note 10 110,997,271 116,360,970
Prepayments and other current assets -note 11 47,041,544 66,010,239
3,261,288,082 3,180,983,894

TOTAL ASSETS 7,423,618,666 7,325,504,111

EQUITY AND LIABILITIES

Equity
Capital stock -note 15
Additional paid-in capital
Revaluation reserve -notes 4 and 5

1,466,200,000
1,141,724,320
1,463,232,958

1,466,200,000
1,141,724,320
1,480,510,625

Remeasurement gain (loss) on retirement benefits -note 18 2,962,763 2,962,763
Retained earnings -note 14
Appropriated 0 0
Unappropriated 1,688,266,440 1,550,957,603
5,762,386,482 5,642,355,311
Current Liabilities
Trade and other payables -note 12 688,483,284 703,472,335
Dividends payable 40 0.03
Income tax payable 35,494,535 36,880,505
723,977,859 740,352,841
Noncurrent Liabilities
Customers' deposit -note 13 338,064,388 337,846,798
Deferred tax liabilities -note 21 512,929,374 518,688,596
Retirement benefits obligation -note 18 86,260,564 86,260,565
937,254,326 942,795,959
TOTAL EQUITY AND LIABILITIES 7,423,618,666 7,325,504,111

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

For the Period Ended September 30, 2025 and 2024

Unaudited Unaudited
For the Nine Months Ended For the Quarter Ended
2025 2024 2025 2024

REVENUES -note 17 3,053,437,204 3,203,667,011 1,002,776,269 1,176,856,118
OPERATING EXPENSES

Purchases power -note 21 2,255,771,317 2,403,014,160 723,375,525 795,405,541

Operating and maintenance -note 19 203,402,387 228,157,944 63,435,197 62,248,953

Depreciation 151,455,229 158,537,122 45,618,399 53,303,885

Taxes other than income tax 84,734,443 58,136,468 33,563,517 42,840,305

2,695,363,376 2,847,845,694 865,992,638 953,798,684

INCOME FROM OPERATIONS 358,073,828 355,821,317 136,783,631 223,057,434
OTHER INCOME (CHARGES) 13,213,307 8,916,978 7,058,611 5,983,198
INCOME BEFORE INCOME TAX 371,287,135 364,738,295 143,842,242 229,040,632
PROVISION FOR INCOME TAX 109,515,467 74,207,553 37,132,558 40,975,557
NET INCOME 261,771,668 290,530,742 106,709,684 188,065,075
OTHER COMPREHENSIVE INCOME
Not to be reclassified to profit or loss in the subsequent periods

Remeasurement gain (loss) on retirement benefits,

net of tax -
TOTAL COMPREHENSIVE INCOME 261,771,668 290,530,742 106,709,684 188,065,075
Earnings Per Share 17.85 19.82 7.28 12.83

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION

UNAUDITED INTERIM CONDENSED STATEMENTS OF CHANGES IN EQUITY
FOR THE PERIOD ENDED SEPTEMBER 30, 2025 AND 2024

Remeasurement
Capital Stock -note  Additional Paid-in Gain (Loss) on Appropriated Unappropriated
15 Capital Revaluation Reserve Retirement Benefits Retained Earnings  Retained Earnings Total Equity
Balance at January 1, 2025 1,466,200,000 1,141,724,320 1,480,510,625 2,962,764 - 1,550,957,608 5,642,355,317
Net Income 261,771,668 261,771,668
Depreciation on appraisal increase
transferred to unappropriated retained
earnings -23,036,889 23,036,889 -
Income tax effect on the revaluation
increment charged to operations through
additional depreciation charges 5,759,217 5,759,217
Remeasurement gain on retirement benefits
, net of tax
Transactions with owners
Cash dividends -147,499,720 -147,499,720
0 0 -17,277,672 0 0 137,308,837 120,031,165
Balance at September 30, 2025 1,466,200,000 1,141,724,320 1,463,232,953 2,962,764 - 1,688,266,445 5,762,386,482
Balance at January 1, 2024 1,246,200,000 189,124,320 1,549,621,291 2,962,764 400,000,000 831,949,016 4,219,857,391
Net income 290,530,756 290,530,756
Depreciation on appraisal increase
transferred to unappropriated retained
earnings -72,296,114 72,296,114 -
Income tax effect on the revaluation
increment charged to operations through
additional depreciation charges 18,074,028 18,074,028
Remeasurement gain on retirement benefits,
net of tax -
Transaction with owners -
Cash dividends -148,828,961 (148,828,961.00)
Public offering 220,000,000 952,600,000 1,172,600,000
Transfer to unappropriated earnings -
220,000,000 952,600,000 -54,222,086 - - 213,997,909 1,332,375,823
Balance at September,30 2024 1,466,200,000 1,141,724,320 1,495,399,205 2,962,764 400,000,000 1,045,946,925 5,552,233,214

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION
UNAUDITED INTERIM CONDENSED STATEMENTS OF CASH FLOWS

Unaudited
For the Nine Months Ended September 30
2025 2024
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 371,287,135 364,738,309
Adjustment for:
Depreciation -notes 4 and 5 151,455,229 158,537,122
Retirement benefit expense -note 18
Provision for ECL -note 8
Interest expense -note 13 54,123
Fair value loss on financial assets at FVPL -note 9
Interest income -note 7 -8,161,145 -7,341,639
Gain on sale of transportation equipment -note 5
Operating income before working capital changes 514,635,342 515,933,792
Decrease (increase) in:
Trade and other receivables 51,597,000 -77,188,357
Inventories 5,363,698 -50,013,830
Prepayments and other current assets 18,968,695 -423,285
Increase (decrease) in:
Trade and other payables -14,989,052 31,156,587
Dividends payable
Customers' deposits 217,588 1,314,955
Cash generated from operations 575,793,271 420,779,862
Interest received -note 7 8,161,145 7,341,639
Income tax paid -110,901,437 -93,188,127
Interest paid -54,123
Net cash provided by operating activities 472,998,856 334,933,374
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment -notes 4 and 5 -169,265,596 -153,403,397
Proceeds from financial assets at FVPL -note 9 17,830,000
Acquisition of financial assets at FVOCI
Proceeds from sale of transportation equipment -note 5
Net cash used in investing activities -151,435,596 -153,403,397
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of cash dividends -147,499,679 -148,828,961
Proceeds from public offering 1,172,600,000
Net cash used in financing activities -147,499,679 1,023,771,039
NET INCREASE IN CASH AND CASH EQUIVALENTS 174,063,582 1,205,301,016
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD 2,179,835,209 886,889,217
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD -note 7 2,353,898,791 2,092,190,233

See accompanying Notes to Unaudited Interim Condensed Financial Statements



DAGUPAN ELECTRIC CORPORATION
Notes to Interim Condensed Financial Statements
For the Period Ended September 30, 2025 and December 31, 2024

1.

CORPORATE INFORMATION

Dagupan Electric Corporation (the Company) was incorporated in the Philippines on May 30,
1961. On May 20, 2008, the Securities and Exchange Commission (SEC) approved the
amendment of the Articles of Incorporation of the Company extending its corporate life for
another 50 years from May 20, 2011. The Company is majority owned by a group of Filipino
individuals.

The Company is engaged in the distribution of electricity and is granted with a legislative
franchise to operate and service certain areas in the province of Pangasinan by virtue of
Republic Act (R.A.) No. 9969, enacted by the Congress of the Philippines on February 6, 2010,
entitled “An Act Amending R.A. No. 3221, Granting a Franchise to Dagupan Electric
Corporation to Construct, Operate and Maintain a Distribution System for the Conveyance of
Electric Power to the End-Users in the City of Dagupan, the Municipalities of Calasiao, Sta.
Barbara, San Fabian, San Jacinto and Manaoag, and Barangays Bolingit and Cruz in the City of
San Carlos, all in the Province of Pangasinan, and Renewing/ Extending the Term of the
Franchise to Another Twenty-Five (25) Years from the Date of the Approval of this Act”. The
act became effective on February 27, 2010.

The Company is subject to the regulations and rate-making policies of the Energy Regulatory
Commission (ERC).

The registered principal address of the Company is AB Fernandez St., Dagupan City, Province
of Pangasinan.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of the Company’s
financial statements for the period ended September 30, 2025 have been adopted in the
preparation of the interim condensed financial statements. The policies have been consistently
applied to all the periods presented, unless otherwise stated.

Statement of Compliance

The financial statements of the Company have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). The term PFRS in general includes all applicable PFRS,
Philippine Accounting Standards (PAS) and Interpretations issued by the former Standing
Interpretations Committee (SIC), the Philippine Interpretations Committee (PIC) and the
International Financial Reporting Interpretations Committee (IFRIC), which have been
approved by the Financial Reporting Standards Council (FRSC) and adopted by SEC.

Basis of Preparation

The interim condensed financial statements have been prepared on a historical cost basis except
for utility, plant and equipment and other property and equipment which are stated at revalued
amount and financial assets at fair value through profit or loss (FVPL).

The financial statements are presented in Philippine peso (P), the Company’s functional
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currency. All amounts are rounded to the nearest peso except when otherwise indicated.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial years except
for the amended PFRS below which is mandatorily effective for annual periods beginning on or
after January 1, 2023.

PAS I and PFRS Practice Statement 2 (Amendments) Disclosure of Accounting Policies. The
narrow-scope amendments PAS 1, Presentation of Financial Statements require entities to
disclose material accounting policy information instead of significant accounting policies. The
amendments also clarify the following: (1) accounting policy information may be material
because of its nature, even if the related amounts are immaterial; (2) accounting policy is
material if users of an entity’s financial statements would need it to understand other material
information in the statements; and (3) if an entity discloses immaterial accounting policy
information, such information shall not obscure material accounting policy information.
Further, the amendments provide several paragraphs to explain how an entity can identify
material accounting policy information and to give examples of when accounting policy
information is likely to be material. In addition, PFRS Practice Statement 2 has been amended
by adding guidance and examples to explain and demonstrate the application of ‘four-step
materiality process’ to accounting policy information in order to support the amendments to
PAS 1. The amendments are applied prospectively. The amendments are effective for annual
periods beginning on or after January 1, 2023, with earlier application permitted. Once the
entity applies the amendments to PAS 1, it is also permitted to apply the amendments to PFRS
Practice Statement 2. The amendments do not have a material impact on the interim financial
statements of the Company.

PAS 8 (Amendments) Definition of Accounting Estimates. The amendments to PAS 8§,

Accounting Policies, Changes focus entirely on accounting estimates and clarify the following:

e The definition of a change in accounting estimates is replaced with a definition of
accounting estimates. Under the new definition, accounting estimates are “monetary
amounts in financial statements that are subject to measurement uncertainty”.

o Entities develop accounting estimates if accounting policies require items in financial
statements to be measured in a way that involves measurement uncertainty.

e A change in accounting estimate that results from new information or new developments is
not the correction of an error. In addition, the effects of a change in an input or a
measurement technique used to develop an accounting estimate are changes in accounting
estimates if they do not result from the correction of prior period errors.

e A change in an accounting estimate may affect only the current period’s profit or loss, or
the profit or loss of both the current period and future periods. The effect of the change
relating to the current period is recognised as income or expense in the current period. The
effect, if any, on future periods is recognised as income or expense in those future periods.

The amendments do not have a material impact on the interim financial statements of the
Company.

New accounting standards and amendments to existing standards effective subsequent to
January 1, 2023

Standards issued but not yet effective up to the date of the Company's financial statements are
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listed below. These amendments to standards issued are those that the Company reasonably
expects to have an impact on disclosures, financial position or performance when applied at a
future date. The Company intends to adopt these standards when they become effective.

PAS' I (Amendments) Classification of Liabilities as Current or Noncurrent. The narrow-scope
amendments to PAS 1, Presentation of Financial Statements clarify that liabilities are classified
as either current or noncurrent, depending on the rights that exist at the end of the reporting
period. Classification is unaffected by the expectations of the entity or events after the reporting
date (e.g. the receipt of a waver or a breach of covenant). The amendments also clarify what
PAS 1 means when it refers to the ‘settlement’ of a liability. The amendments could affect the
classification of liabilities, particularly for entities that previously considered management’s
intentions to determine classification and for some liabilities that can be converted into equity.
The amendments are effective for annual periods beginning on or after January 1, 2024, with
earlier application permitted. The amendments do not have a material impact on the interim
financial statements of the Company.

Utility Plant and Equipment and Other Property and Equipment

The Company’s utility plant and equipment and other property and equipment (fixed assets) are
initially measured at cost. The initial cost comprises its purchase price, including import duties
and non-refundable purchase taxes and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditures incurred after the fixed assets
have been put into operation, such as repairs and maintenance and overhaul costs, are normally
charged to profit or loss in the period when the costs are incurred. Land is stated at cost less any
impairment in value.

Subsequently, fixed assets are carried at revalued amounts which are the fair values at the date
of revaluation, as determined by independent appraisers, less subsequent accumulated
depreciation and any accumulated impairment losses. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The appraisal was performed by an independent firm of
appraisers and the significant assumptions used by the appraiser are disclosed in Notes 4 and 5.

If the assets’ carrying amount is increased as a result of a revaluation, the increase is recognized
in other comprehensive income and accumulated in equity under the heading “Revaluation
reserve”. However, the increase shall be recognized in profit or loss to the extent that it reverses
a revaluation decrease of the same asset previously recognized in profit or loss.

If the assets’ carrying amount is decreased as a result of a revaluation, the decrease shall be
recognized in profit or loss. However, the decrease shall be recognized in other comprehensive
income to the extent of any credit balance existing in the revaluation reserve in respect of that
asset. The decrease recognized in other comprehensive income reduces the amount accumulated
in equity under the heading “Revaluation reserve”. Annually, an amount from the revaluation
reserve is transferred to retained earnings for the depreciation relating to the revaluation.
Revaluations are performed to ensure that the carrying amount does not differ materially from
that which would be determined using fair value at the reporting date.

Depreciation is computed on a straight-line method over the following estimated useful lives:

Number of Years

Utility plant and equipment:
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Buildings and improvements 30
Distribution 25-45
Tools and equipment 10
Other property and equipment:
Office furniture and equipment 5-10
Transportation equipment 5-10

Construction in progress represents properties under construction and is stated at cost. This
includes the cost of construction, applicable borrowing cost and other direct costs. The account
is not depreciated until such time that the assets are completed and available for use. A fixed
asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

The depreciation method, residual values and estimated useful lives of utility plant and
equipment and other property and equipment are reviewed and adjusted, if appropriate, at each
reporting date.

An item of utility plant and equipment and other property and equipment is derecognized when
either it has been disposed of or when it is permanently withdrawn from use and no future
economic benefits are expected from its use or disposal. Any gain or loss arising on the
retirement and disposal of an item of utility plant and equipment and other property and
equipment (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the period of retirement or disposal. Upon
disposal, any revaluation reserve relating to the particular asset being sold is transferred to
retained earnings.

Impairment of Non-financial Assets

The Company assesses the utility plant and equipment and other property and equipment at each
reporting date whether there is an indication that the asset may be impaired. All individual
assets or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). As a result, some assets are tested
individually for impairment and some are tested at cash-generating unit level.

An impairment loss is recognized for the amount by which the asset or cash-generating unit’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of fair
value, reflecting market conditions less cost to sell, and value in use, based on an internal
evaluation of discounted cash flow. Impairment loss is charged to the assets in the cash-
generating unit.

All fixed assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist and the carrying amount of the asset is adjusted to the

recoverable amount resulting in the reversal of the impairment loss.

Financial Instruments

a. Initial recognition, measurement and classification of financial instruments
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The Company recognizes financial assets and financial liabilities in the statements of financial
position when it becomes a party to the contractual provisions of the instrument. Purchases or
sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the market place are recognized on the settlement date.

With the exception of trade receivables that do not contain a significant financing component,
financial assets and financial liabilities are recognized initially at fair value including
transaction costs, except for those financial assets and liabilities at FVPL where the transaction
costs are charged to expense in the period incurred. Trade receivables that do not contain a
significant financing component are recognized initially at their transaction price. The Company
classifies its financial assets as subsequently measured at amortized cost, fair value through
other comprehensive income (FVOCI) and FVPL.

The classification of debt instruments at amortized cost or at FVOCI depends on the financial
asset’s contractual cash flow characteristics and the Company’s business model for managing
the financial assets. The Company’s business model is determined at a level that reflects how
groups of financial assets are managed together to achieve a particular business objective. The
Company’s business model determines whether cash flows will result from collecting
contractual cash flows, selling financial assets or both.

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information.

Upon initial recognition, the Company may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity investment that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

The Company classifies its financial liabilities as subsequently measured at amortized cost
using the effective interest method or at FVPL.

Financial Assets at Amortized Cost
Financial assets are measured at amortized when both of the following conditions are met:

o the financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows; and

o the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

After initial measurement, financial assets at amortized cost are subsequently measured using

the effective interest method less allowance for impairment. Gains and losses are recognized in

the statements of comprehensive income when the financial assets at amortized cost are

derecognized, modified or impaired. These financial assets are included in current assets if

maturity is within 12 months from the end of reporting period. Otherwise, these are classified as

noncurrent assets.

The Company’s financial assets at amortized cost comprise cash and cash equivalents, and trade
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and other receivables (see Notes 7 and 8). Cash includes cash on hand and in banks. Cash
equivalents are short-term, highly liquid investments that are readily convertible to known
amounts of cash depending on the immediate cash requirements of the Company and are subject
to an insignificant risk of change in value.

Trade receivables are amounts due from the Company’s customers for the power supplied to the
customers and other related services performed in the ordinary course of business.

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term.

Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information. Financial
assets at FVPL are carried in the statements of financial position at fair value with net changes
in fair value recognized in the profit or loss.

As at September 30, 2025 and December 31, 2024, the financial assets at FVPL include unit
investment trust funds and mutual funds that are not considered equity instruments designated at
FVOCI and do not meet the amortized cost criteria (see Note 9).

Equity Instruments Designated at FVOCI

Upon initial recognition, the Company may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity instrument that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

When the equity instrument is derecognized, the cumulative gain or loss previously recognized
in other comprehensive income is not subsequently reclassified to profit or loss, but is
transferred to retained earnings. Equity instruments designated at FVOCI are not subject to
impairment assessment. These financial assets are classified as noncurrent assets.

As at September 30, 2025 and December 31, 2024, the Company’s equity instruments at
FVOCI consists of investment in unquoted equity shares of a private company (see Note 6).

b. Determination of Fair Value

The Company classifies its fair value measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the
following levels:

® Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

e Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level
2); and
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e Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3).

The fair value of financial instruments traded in active markets is based on quoted market prices
at the reporting date. A market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly occurring market transactions on an
arm’s length basis. The fair value of financial instruments that are not traded in an active market
(for example, over-the-counter derivatives) is determined by using valuation techniques. These
valuation techniques maximize the use of observable market data where it is available and rely
as little as possible on entity specific estimates. If all significant inputs required to fair value of
an instrument are observable, the instrument is included in level 2. If one or more of the
significant inputs is not based on observable market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

Quoted market prices or dealer quotes for similar instruments.

o The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves.

o The fair value of forward foreign exchange contracts is determined using forward exchange
rates at the reporting date, with the resulting value discounted back to present value.

e  Other techniques, such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments.

The Company’s financial assets at FVPL, which consist of unit investment trust funds and
mutual funds, are measured at fair value. Fair value disclosures are presented in Note 26.

“Day 1" Difference

When the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the
difference between the transaction price and fair value (a “Day 1” difference) in the statements
of comprehensive income unless it qualifies for recognition as some other type of asset or
liability. In cases where use is made of data which is not observable, the difference between the
transaction price and model value is only recognized in the statements of comprehensive
income when the inputs become observable or when the instrument is derecognized. For each
transaction, the Company determines the appropriate method of recognizing the “Day 1”
difference amount.

Financial Liabilities at Amortized Cost

Financial liabilities that are not contingent consideration of an acquirer in a business
combination, held for trading, or designated as at FVPL, are measured subsequently at
amortized cost using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial
liability and allocating interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate, transaction costs and other
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premiums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the amortized cost of a financial liability.

Financial liabilities at amortized cost include trade and other payables (except statutory
payables), dividend payable and customers’ deposits (see Notes 12, 13 and 14).

Trade payables are obligations to pay for goods and services that have been acquired in the
ordinary course of business from suppliers. Other payables include non-trade payable and
accrued expenses.

Customers’ deposits are recognized upon receipt from customers and are measured at fair value
of the consideration received. This is composed of bill, pole attachment and cost of line
extension (COLE) deposit that serves as guarantee of customers. The customers’ deposits are
measured subsequently at amortized cost after the initial recognition. The customers’ deposits
are derecognized upon return to customers in accordance with regulations and contracts entered
by the parties. Customers’ deposits are classified as current liabilities if return to customers is
due within one year or less; otherwise, these are presented as noncurrent liabilities.

c. Impairment of Financial Assets

The Company recognizes allowance for estimated credit losses (ECL) for all debt instruments
that are measured at amortized cost or at FVOCI and trade and other receivables. ECLs are a
probability-weighted estimate of credit losses over the expected life of the financial asset.

Credit losses are the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Company expects to receive, discounted at the original
effective interest rate. The expected cash flows include cash flows from the sale of collateral
held or other credit enhancements that are integral to the contractual terms.

The Company assesses at each end of the reporting period whether the credit risk on a financial
asset has increased significantly since initial recognition. For those credit exposures for which
there has been a significant increase in credit risk since initial recognition, a loss allowance is
measured at an amount equal to the lifetime ECLs. For credit exposures for which there has not
been a significant increase in credit risk since initial recognition, a loss allowance is measured at
an amount equal to 12-month ECLs. Lifetime ECL represents the expected credit losses that
will result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
period.

For trade receivables, the Company applies a simplified approach in calculating ECLs. The
Company recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLs on these financial assets are estimated using a provision matrix based on the
Company’s historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment, including time value of money where appropriate.

When the credit risk on financial instruments for which lifetime ECLs have been recognized
subsequently improves, and the requirement for recognizing lifetime ECLs is no longer met, the
loss allowance is measured at an amount equal to 12-month ECL at the current reporting period,
except for assets for which simplified approach was used.
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The Company recognizes impairment loss (reversals) in profit or loss for all financial assets
with a corresponding adjustment to their carrying amount through a loss allowance account.

Significant Increase in Credit Risk

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Company compares the risk of a default occurring on the financial
instrument at the end of reporting period with the risk of a default occurring on the financial
instrument at the date of initial recognition. In making this assessment, the Company considers
both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or
effort. Forward-looking information considered includes the future prospects of the industries in
which the Company’s debtors operate, obtained from economic expert reports, financial
analysts, governmental bodies, relevant think-tanks and other similar organizations, as well as
consideration of various external sources of actual and forecast economic information that relate
to the Company’s core operations.

In particular, the following information is taken into account when assessing whether credit risk
has increased significantly since initial recognition:

e an actual or expected significant deterioration in the financial instrument’s external (if
available) or internal credit rating;

e significant deterioration in external market indicators of credit risk for a particular financial
instrument, e.g., the extent to which the fair value of a financial asset has been less than its
amortized cost;

e cxisting or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

e an actual or expected significant deterioration in the operating results of the debtor;
significant increases in credit risk on other financial instruments of the same debtor;

e an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk
on a financial asset has increased significantly since initial recognition when contractual
payments are more than 30 days past due, unless the Company has reasonable and supportable
information that demonstrates otherwise.

Despite the foregoing, the Company assumes that the credit risk on a financial instrument has
not increased significantly since initial recognition of the financial instrument is determined to
have low credit risk at the end of reporting period. A financial instrument is determined to have
low credit risk if:

the financial instrument has a low risk of default;

o the debtor has a strong capacity to meet its contractual cash flow obligations in the near
term; and

e adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfill its contractual cash flow obligations.

The Company considers a financial asset to have low credit risk when the asset has external
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credit rating of ‘investment grade’ in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of ‘performing’. Performing
means that the counterparty has a strong financial position and there is no past due amounts.
The Company regularly monitors the effectiveness of the criteria used to identify whether there
has been a significant increase in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit risk before the amount becomes
past due.

Definition of Default

The Company considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that financial assets that meet either of
the following criteria are generally not recoverable:

when there is a breach of financial covenants by the debtor; or

e Information developed internally or obtained from external sources indicates that the debtor
is unlikely to pay its creditors, including the Company, in full (without taking into account
any collateral held by the Company).

Irrespective of the above analysis, the Company considers that default has occurred when a
financial asset is more than 90 days past due unless the Company has reasonable and
supportable information to demonstrate that a more lagging default criterion is more
appropriate.

Credit-impaired Financial Assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on
the estimated future cash flows of that financial asset have occurred. Evidence that a financial
asset is credit-impaired includes observable data about the following events:

e significant financial difficulty of the issuer or the borrower;

e abreach of contract, such as a default or past due event;

o the lenders of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower concessions that the lenders would not
otherwise consider;

e it is becoming probable that the borrower will enter bankruptcy or other financial
reorganization; or

e the disappearance of an active market for that financial asset because of financial
difficulties.

Write-off Policy

The Company writes off a financial asset when there is information indicating that the debtor is
in severe financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor
has been placed under liquidation or has entered into bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over one year past due, whichever occurs sooner.

Financial assets written-off may still be subject to enforcement activities under the Company’s
recovery procedures, taking into account legal advice where appropriate. Any recoveries made
are recognized in profit or loss.
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d. Derecognition
Financial Asset

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized when:

e the right to receive cash flows from the asset has expired;

o the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

e the Company has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Company has transferred its right to receive cash flows from an asset and has entered
into a “pass-through” arrangement, and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Company’s continuing involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Company could
be required to repay.

Financial Liability

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such as exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amounts recognized in profit or loss.

e. Offsetting of Financial Instruments

Financial assets and liabilities are offset and the net amount is reported in the statements of
financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously.

Inventories

Inventories, which consist of materials and supplies, are initially measured at cost and
subsequently stated at the lower of cost and net realizable value (NRV). Costs incurred in
bringing materials and supplies to their present location and condition are determined on the
first-in first-out method. NRYV is the current replacement cost of the asset.

When the inventories are sold, the carrying amount of inventories is recognized as an expense in
which the related revenue is recognized.
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Prepayments and Other Current Assets

Prepayments are expenses paid in advance and recorded as asset before they are utilized.
Prepayments are apportioned over the period covered by the payment and charged to the
appropriate account in profit or loss when incurred. Prepayments that are expected to be
realized for not more than 12 months after the end of the reporting period are classified as
current asset; otherwise, these are classified as other noncurrent asset.

Other current assets represent advanced payment for the purchase of transmission lines and
rental deposits. This is recognized in the statements of financial position upon payment and is
measured at cost.

Creditable withholding taxes are stated at cost less any impairment in value. Creditable
withholding tax is deducted from income tax payable on the same year the revenue is
recognized.

Input value added tax (VAT) is stated at cost less any impairment in value. Input VAT is the
indirect tax paid by the Company on the local purchase of goods or services from a VAT-
registered person. Input VAT is deducted from the output VAT in arriving at the VAT due and
payable. When the output tax exceeds the input tax, the difference is recognized as a current
liability in the statements of financial position. When the input tax exceeds the output tax, the
excess is carried over to the next reporting period and is recognized as an asset presented as
Input VAT in the statements of financial position. Allowance for unrecoverable input VAT, if
any, is maintained by the Company at a level considered adequate to provide for potential
uncollectible portion of the claims.

Equity
(a) Capital stock

Capital stock is measured at par value for all shares issued. Incremental costs directly
attributable to the issuance of new shares or options are shown in equity as deduction from
the proceeds, net of tax. The excess of proceeds from the issuance of shares over the par
value is credited to additional paid-in capital.

(b) Additional paid-in capital

Additional paid-in capital is the result of the Company’s declaration of property dividends
out of treasury shares. It also includes shares issued and offered for sale to the public by
way of an initial public offering, in which the SEC rendered the application for registration
of shares effective December 27, 2023.

(c) Retained earnings
Retained earnings represent accumulated earnings of the Company less dividends declared.
Dividend is recognized as liability and deducted from retained earnings when declared and
approved by BOD while stock dividend is deducted from retained earnings when approved

by the BOD.

Revenue Recognition
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Revenue is measured based on consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. Revenue from contracts with customers is
recognized when control of the goods or services are transferred to the customer at amount that
reflects the consideration to which the Company expects to be entitled in exchange for those
goods and services. The Company assesses its revenue arrangements against specific criteria to
determine if it is acting as principal or as an agent. The Company concluded that it is acting as
principal in its revenue arrangements. The Company recognizes revenue from the following
sources:

Revenue from sale of electricity

Revenue is recognized upon supply of power to the customers and is stated at amount invoiced
to customers, inclusive of pass-through components, and net of VAT, discounts and/or rebates.
In addition, the following specific recognition criteria must be met before revenue is
recognized:

e Power has been distributed to customers whose consumptions are measured by Company
approved metering devices.

e Revenue estimation based on the average of historical consumption on cases of failure to
read measuring devices due to unforeseen events and other valid causes.

e Recognition coincides with the period of the power bill issued to customers.

The Uniform Filing Requirements (UFR) on the rate unbundling released by the ERC on
October 30, 2001 specified the following bill components: generation charge, transmission
charge, system loss charge, distribution charge, supply charge, metering charge and interclass
and lifeline subsidies. National value added tax and local franchise taxes, universal charges and
Feed-in Tariff Allowance (FIT-All) are also separately indicated in the customers’ billing
statements. VAT and local franchise taxes (which are billed and collected merely on behalf of
the national and local government), universal charges and FIT-All [which are billed and
collected merely on behalf of Power Sector Assets and Liabilities Management Corporation
(PSALM) and National Transmission Corporation (TransCo), respectively] do not form part of
the Company’s revenues. The Company’s revenues are adjusted for over/under recoveries of
pass-through charges.

Pole rental income
Rental income is accounted for on a straight-line basis over the lease term.
Interest income

Interest income is recognized as the interest accrues taking into account the effective yield of
the asset.

Other income
Other income is recognized when earned.

Expense Recognition

Expenses are recognized in the statements of comprehensive income on the basis of a direct
association between the costs incurred and the earning of specific items of income; on the basis
of systematic and rational allocation procedures when economic benefits are expected to arise
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over several accounting periods and the association can only be broadly or indirectly
determined; or immediately when expenditure produces no future economic benefits or when,
and to the extent that, future economic benefits do not qualify or cease to qualify, for
recognition in the statements of financial position as an asset.

Leases
Company as lessee

The Company entered into operating lease arrangements on its office space. The leases do not
transfer to the Company substantially all the risks and benefits of ownership of the assets. Lease
payments are recognized in profit or loss on a straight-line basis over the lease term. Associated
costs, such as maintenance and insurance, are expensed as incurred.

Company as lessor

The Company leased out its poles under operating lease agreements. Under the lease
agreements, the Company does not transfer substantially all the risk and benefits of ownership
of the assets. Rental income from the lease is recognized in profit or loss on a straight-line basis
over the lease term.

Direct cost incurred in negotiating an operating lease is added to the carrying amount of the
leased asset and is recognized over the lease term on the same basis as rental income.

Contingent rent is recognized as revenue in the period earned.

Foreign Currency Transactions

Transactions in foreign currencies are recorded in Philippine peso using the exchange rate at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
restated using the closing exchange rate at the reporting date. All foreign exchange gains and
losses are recognized in profit or loss.

Related Party Relationships and Transactions

A related party transaction is a transfer of resources, services, or obligations between related
parties, regardless of whether a price is charged.

Parties are considered 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. Related parties may be individuals or corporate entities.

In considering each possible related party relationship, attention is directed to the substance of
the relationships, and not merely the legal form.

Current and Deferred Income Tax

The tax expense for the year comprises current and deferred tax. Tax is recognized in profit
or loss, except to the extent that it relates to items recognized in other comprehensive
income or directly in equity. In this case, the tax is also recognized in other comprehensive
income or directly in equity, respectively.
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The current income tax is calculated on the basis of the tax laws enacted or substantively
enacted at reporting date. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax is recognized, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. However, deferred tax liabilities are not recognized if they arise from the initial
recognition of goodwill; deferred tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable income. Deferred tax is determined using tax
rates that have been enacted or substantively enacted by the reporting date and are expected to
apply when the related deferred tax asset is realized or the deferred tax liability is settled.

The carrying amount of deferred tax assets is reviewed at each financial reporting date and
reduced to the extent that it is no longer probable that sufficient taxable income will be
available to allow all or part of the deferred tax assets to be utilized. Unrecognized deferred tax
assets are reassessed at each financial reporting date and are recognized to the extent that it has
become probable that future taxable income will allow all or part of the deferred tax assets to
be recovered.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Retirement Benefits

Short-term employee benefits

The Company recognizes a liability net of amounts already paid and an expense for services
rendered by employees during the accounting period that are expected to be settled wholly
before 12 months after the end of the reporting period. Short-term benefits given by the
Company to its employees include salaries and wages, fringe benefits, 13th month pay, Social
Security System (SSS), Philhealth and Home Development Mutual Fund (HDMF) contribution.

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

Retirement benefits obligation

Pension benefits are provided to employees through a defined benefit plan. The retirement plan
is generally funded through payments to a trustee bank determined by periodic actuarial
calculations.

Typically, defined benefit plans define an amount of retirement benefit that an employee will
receive on retirement, usually dependent on one or more factors such as age, years of service

and compensation.

The net defined benefit liability or asset is the aggregate of the present value of the defined
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benefit obligation at the end of the reporting period reduced by the fair value of plan asset, if any.

The cost of providing benefits under the defined benefit plan is determined using the projected
unit credit method. The defined benefit cost comprises of the service cost, net interest on the
defined benefit liability or asset and the remeasurement of net defined benefit liability or asset.
Service cost which includes current service cost, past service cost and gains or losses on non-
routine settlements is recognized as expense in profit or loss. Past service cost is recognized when
plan amendment or curtailment occurs. Net interest on the net defined benefit liability or asset is
the change during the period in the net defined benefit liability or asset that arises from the
passage of time which is determined by applying the discount rate based on government bonds to
the net defined benefit liability or asset. Net interest on the net defined benefit liability or asset is
recognized as expense or income in profit or loss.

Remeasurement comprising actuarial gains and losses and return on plan asset (excluding net
interest on defined benefit liability) is recognized immediately in other comprehensive income in
the period in which they arise. Remeasurement is not reclassified to profit or loss in subsequent
periods. Remeasurement recognized in other comprehensive income account. The difference
between the interest income component of net interest and the actual return on plan asset is
recognized in other comprehensive income.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Company, nor can they be paid
directly to the Company. Fair value of plan assets is based on market price information. When no
market price is available, the fair value of plan assets is estimated by discounting expected future
cash flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets or if no maturity, the expected period until the
settlement of the related obligation. The Company’s right to be reimbursed of some or all of the
expenditures required to settle a defined benefit obligation is recognized as a separate asset at fair
value when and only when reimbursement is virtually certain.

Termination benefits

Termination benefits are payable when employment is terminated by the Company before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Company recognizes termination benefits when it is demonstrably
committed to either: (a) terminating the employment of current employees according to a
detailed formal plan without possibility of withdrawal; or (b) providing termination benefits as a
result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12
months after the reporting date are discounted to present value.

Provisions and Contingencies

Provisions are recognized when the Company has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the
liability.

Where discounting is used, the increase in the provision due to the passage of time is
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recognized as interest expense. When the Company expects a provision or loss to be
reimbursed, the reimbursement is recognized as a separate asset only when the reimbursement
is virtually certain and its amount can be estimated reliably. The expense relating to any
provision is presented in the statements of comprehensive income, net of any reimbursement.

Contingent liabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Contingent
assets are not recognized in the financial statements but disclosed when an inflow of economic
benefits is probable. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an
inflow of economic benefits will arise, the asset and the related income are recognized in the
financial statements.

Earnings Per Share

Basic earnings per share is calculated by dividing the profit for the year attributable to the
common shareholders of the Company by the weighted average number of common shares
outstanding during the year, after considering the retroactive effect of stock dividend, if any.

Events after the Reporting Date

Post year-end events that provide additional information about the Company’s position at the
reporting date (adjusting events) are reflected in the financial statements. Post year-end events
that are not adjusting events are disclosed in the financial statements when material.

MATERIAL ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the financial statements in compliance with PFRS requires Management to
make estimates and assumptions that affect the amounts reported in the financial statements.
The estimates and assumptions used in the financial statements are based upon Management’s
evaluation of relevant facts and circumstances at the end of the reporting period. Actual
results could differ materially from such estimates.

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under

the circumstances.

Material Accounting Judgments

Business Model Assessment

Classification and measurement of financial assets depend on the results of the business model
and solely for payments of principal and interest test. The Company determines the business
model at a level that reflects how groups of financial assets are managed together to achieve a
particular business objective. This assessment includes judgment reflecting all relevant evidence
including how the performance of the assets is evaluated and their performance is measured, the
risks that affect the performance of the assets and how these are managed and how the managers
of the assets are compensated.

The Company monitors financial assets measured at amortized cost that are derecognized prior
to their maturity to understand the reason for their disposal and whether the reasons are
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consistent with the objective of the business for which the asset was held. Monitoring is part of
the Company’s continuous assessment of whether the business model for which the remaining
financial assets are held continues to be appropriate and if it is not appropriate whether there has
been a change in business model and so a prospective change to the classification of those
assets. No such changes are required during the years presented.

Customers’ Deposits

In applying PFRS 9 on customers’ deposits, the Company has made a judgment that the timing
and related amounts of future cash flows relating to such deposits cannot reasonably and
reliably be estimated for purposes of alternative valuation techniques in establishing their fair

values.

Key Sources of Estimation Uncertainty

Assessment for ECL on trade and other receivables

The Company recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLs on these financial assets are estimated using a provision matrix based on the
credit risk profile of its customers and historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment, including time value of
money where appropriate. All terminated accounts, net of the related customers’ deposits, are
provided full allowance.

Allowance for impairment losses on trade and other receivables amounted to 14,515,757 as at
September 30, 2025 and December 31, 2024. The carrying amount of trade and other
receivables amounted to 582,910,090 and P634,507,090 as at September 30, 2025 and
December 31, 2024, respectively (see Note 8).

NRYV of Inventories

Inventories consist of material and supplies used in the power distribution and service segments.
The cost of inventories is written down whenever the NRV of inventories becomes lower than
the cost due to damage, physical deterioration, obsolescence, and change in price levels or other
causes. The lower of cost or NRV of inventories is reviewed on a periodic basis. Inventories
identified to be obsolete and unusable are written off and charged as expenses in the statements
of comprehensive income.

The carrying amount of inventories amounted to 110,997,271 and 116,360,970 as at
September 30, 2025 and December 31, 2024, respectively (see Note 10).

Estimating useful lives of fixed assets

The useful life of each of the assets included in the Company’s utility plant and equipment and
other property and equipment is estimated based on the period over which the asset is expected
to be available for use. Such estimation is based on a collective assessment of industry practice,
internal technical evaluation and experience with similar assets. The estimated useful life of
each asset is reviewed periodically and updated if expectations differ from previous estimates
due to physical wear and tear, technical or commercial obsolescence and legal and other limits
on the use of the asset. It is possible, however, that future results of operations could be
materially affected by changes in estimates brought about by changes in factors mentioned
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above. The amounts and timing of recorded expenses for any period would be affected by
changes in these factors and circumstances. A reduction in the estimated useful lives of utility
plant and equipment and other property and equipment would increase recorded operating
expenses and decrease the carrying value of utility plant and equipment and other property and
equipment.

Utility plant and equipment, net of accumulated depreciation of 2,496,434,086 and
P2,360,581,456, amounted to $3,906,445,864 and P3,878,693,425 as at September 30, 2025 and
December 31, 2024, respectively (see Note 4).

Other property and equipment, net of accumulated depreciation of £297,224,616 and
P281,644,033 amounted to 79,674,330 and P85,820,987 as at September 30, 2025 and
December 31, 2024, respectively (see Note 5).

Determining fair value of fixed assets

The fair value of the fixed assets was determined by an independent firm of appraisers. In
conducting the appraisal, the independent firm of appraiser used different methods and
approaches in determining the fair value of fixed assets, which are disclosed in Note 4.

The fair value of utility plant and equipment amounted to £3,906,445,864 and $3,929,254,133
as at September 30, 2025 and December 31, 2024, respectively (see Note 4).

The fair value of other property and equipment amounted to 75,878,914 and 79,671,330 as at
September 30, 2025 and December 31, 2024, respectively (see Note 5).

Impairment of non-financial assets

PFRS requires that an impairment review be performed when certain impairment indicators are
present. Determining the fair value of assets requires the estimation of cash flows expected to be
generated from the continued use and ultimate disposition of such assets. Though management
believes that the assumptions used in the estimation of fair values reflected in the financial
statements are appropriate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable values and any resulting impairment loss could
have a material adverse effect on the results of operations.

Management has determined that there are no events or circumstances that may indicate that the
carrying amounts of the assets are not recoverable as at September 30, 2025 and December 31,
2024.

Determining fair value of financial assets at FVPL

The financial assets at FVPL of the Company are composed of unit investment trust funds and
investment in mutual funds, which are carried at fair value. This requires judgment and
estimates. The fair value of these financial assets was determined based on net asset value per
share as published by various unit investment trust fund and mutual fund companies. The inputs
are obtained from observable market data and are based on quotes obtained from counterparties.

The fair value of the financial assets at FVPL amounted to 166,440,386 and $184,270,386 as
at September 30, 2025 and December 31, 2024 (see Note 9).
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Revenue recognition

The Company’s revenue recognition policies require the use of estimates and assumptions that
may affect the reported amounts of revenues and receivables.

The Company recognizes revenues based on actual electricity delivered to customers. Estimates
are made on cases where there is failure to measure consumption due to unforeseen events. The
measurement is based on the average historical load profiles of affected customers. The timing
of recognition corresponds to the billing period disclosed in the power bill issued to customers.
Management believes that such use of estimates will not result in material adjustments to
revenue in future periods.

Revenue amounted to £3,053,437,204 and P3,203,667,011 for the nine months ended
September 30, 2025 and 2024, respectively (see Note 17).

Retirement benefits obligation

The determination of the Company’s retirement benefits obligation and cost of pension and
other retirement benefits is dependent on the selection of certain assumptions used by actuaries
in calculating such amounts. Those assumptions are described in Note 18 and include, among
others, discount rates and salary increase rate. In determining the appropriate discount rate,
management considers the interest rates of government bonds that are denominated in the
currency in which the benefits will be paid, with consideration to maturities corresponding to
the expected duration of the defined benefits obligation. The assumptions are sensitive to
changes due to complex valuation and its long-term nature. All assumptions are reviewed at
each reporting date.

Retirement benefits obligation amounted to 86,260,564 as at September 30, 2025 and
December 31, 2024, respectively (see Note 18).

4. UTILITY PLANT AND EQUIPMENT
The reconciliation of this account is as follows:
September 30, 2025
Amount in thousands
Tools and Buildings and  Construction

Distribution  equipment Land improvements in progress Total
Cost
Net carrying amount, January 1, P1,648,887 P8,281 £82,003 P53,108 P83,368 P1,875,647
2025
Additions 108,792 1,979 - 472 47,595 158,838
Depreciation (65,510) (1,283) (3,180) (69,974)
Reclassification
Net carrying amount, September 1,692,169 8,977 82,003 50,400 130,963 1,964,512
30,2025
Appraisal increase (decrease in
value)
Net carrying amount, January 1, 1,579,785 (5,872) 411,893 17,240 2,003,046
2025
Depreciation (65,442) (437) (65,879)
Net carrying amount, September 1,514,343 (5,872) 411,893 16,803 1,937,167
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30,2025
£3,206,512 £3,105 $493,896 $67,203 £130,963 £3,901,679
December 31, 2024
Amount in thousands
Tools and Buildingsand ~ Construction
Distribution  equipment Land  improvements 1N Progress Total
Cost
Net carrying amount, January 1, 2024 P1,585,655 P8,544 $56,203 $55,492 $49,976 P1,755,870
Additions 156,750 1,433 25,800 849 34,473 219,305
Depreciation (93,518) (1,696) - (4,314) - (99,528)
Reclassification - - - 1,081 (1,081) -
Net carrying amount, December 31, 2024 1,648,887 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value)
Net carrying amount, January 1, 2024 1,667,041 (5,872) 411,893 17,822 - 2,090,884
Depreciation (87,256) - - (582) - (87,838)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
3,228,672 $2,409 P493,896 £70,348 P83,368 P3,878,693
Cost 2,944,439 P38,078 £82,003 P104,473 P83,368 P3,252,361
Accumulated depreciation (1,295,552) (29,797) - (51,365) - (1,376,714)
Net carrying amount, December 31, 2024 1,648,887 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value) 2,523,246 (2,020) 411,893 47,749 - 2,980,868
Accumulated depreciation (943,461) (3,852) - (30,509) - (977,822)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
3,228,672 $2,409 £493,896 £70,348 £83,368 P3,878,693
The carrying amount that would have been recognized had the fixed assets been carried under
cost model is as follows:
Amount in thousands
Tools and Buildings and | Construction
Distribution | equipment Land | improvements in progres Total
September 30, 2025 P1,692,169 P8,977 $82,003 £50,400 P130,963 | P1,964,512
December 31, 2024 P1,648,887 P8,281 £82,003 P53,108 P83,368 | P1,755,870

Depreciation on utility, plant and equipment for the nine-month period ended September 30,

2025 and 2024 charged to operating expenses amounted to 135,852,630 in 2025 and
P138,783,806 in 2024 (including depreciation on appraisal increase of 65,878,694 and

P72,918,725 for the nine months period ended September 30, 2025 and 2024, respectively).

The Company estimates the useful life of its substation equipment based on the period of which
the asset is expected to be available for use as determined by the Company’s internal technical
evaluation based on their experience with similar assets.

Re-appraisal of utility plant and equipment and other property and equipment

On December 31, 2021, the Company had its utility plant and equipment and other property and
equipment re-appraised by an independent firm of appraiser accredited by the SEC. The




Notes to Financial Statements
Page - 22

valuation was performed in accordance with the International Valuation Standards (2022
Edition) and Philippine Valuation Standards (2" Edition, 2018).

The result of the revaluation of assets was adjusted to accumulated depreciation of appraisal
increase except for land in which the resulting increase in value was adjusted to appraisal
increase. The net carrying amount of utility plant and equipment and other property and
equipment was revalued at 3,946,345,600 as of December 31, 2021.

The fair value of the utility plant and equipment and other property and equipment is
categorized at Level 2 for which the fair value measurement is observable. The following are
methods and approaches used by independent appraisers in measuring the utility plant and
equipment and other property and equipment:

a. The value of the land was arrived at using the Market Approach. This is a comparative
approach to value that considers the sales of similar or substitute properties and related
market data and establishes a value estimate by processes involving comparison.

b. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Company’s main office in Barangay Oeste, Dagupan City,
Pangasinan were arrived at using Cost Approach. This is a comparative approach to the
value of property or another asset that considers as a substitute for the purchase of a given
property, the possibility of constructing another property that is a replica of, or equivalent
to, the original or one that could furnish equal utility with no undue cost resulting from
delay. It is based on the reproduction or replacement cost of the subject property or asset,
less total (accrued) depreciation, plus the value of the land to which an estimate of
entrepreneurial incentive or developer’s profit/loss is commonly added.

c. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Calasiao Substation, San Jacinto Substation, Sta. Barbara
Pole Yard were arrived at using Depreciated Replacement Cost. This is an application of the
cost approach used in assessing the value of specialized assets for financial reporting
purposes, which direct market evidence is limited or unavailable. It is used when there is
insufficient market data to arrive at market value by means of market-based evidence. It is
based on the principle of substitution. The method is based on the same theoretical
transaction between traditional informed parties as the market value concept.

There are no utility plant and equipment held as collateral for liabilities as at March 31, 2025
and December 31, 2024. These assets are free from any liens and encumbrances.

OTHER PROPERTY AND EQUIPMENT
The reconciliation of this account is as follows:

September 30, 2025

Transportation Office furniture
equipment and equipment Total

Cost
Net carrying amount, January 1, 2025 P65,349,954 P18,161,173 P83,511,127
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Additions 900,161 4,760,366 5,660,527
Depreciation (8,087,344) (4,265,606) (12,352,950)
Net carrying amount, September 30, 58,162,771 18,655,933 76,818,704
2025
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2025 7,327,200 (5,017,340) 2,309,860
Depreciation (3,231,972) (3,231,972)
Net carrying amount, September 30, 4,095,228 (5,017,340) -922,112
2025
$62,257,999 P13,638,593 $75,896,592

Cost $230,401,965 $99,412,859 P329,814,824
Accumulated depreciation (172,239,194) (80,756,926) (252,996,120)
Net carrying amount, September 30, 2025 58,162,771 18,655,933 79,519,119
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (33,704,555) (10,506,266) (43,133,492)
Net carrying amount, September 30, 2025 4,095,223 (5,017,340) (922,117)

$62,257,994 $13,638,593 $75,896,592

December 31, 2024
Transportation Office furniture
equipment and equipment Total

Cost
Net carrying amount, January 1, 2024 $59,428,863 P19,085,252 P78,514,115
Additions 16,404,421 4,172,281 20,576,702
Depreciation (10,483,331) (5,096,360) (15,579,690)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2024 11,636,496 (5,017,340) 6,619,156
Depreciation (4,309,296) - (4,309,296)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860

$72,677,154 13,143,833 £85,820,987
Cost $228,339,925 £94,652,490 P322,992,415
Accumulated depreciation (162,989,971) (76,491,317 (239,481,288)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (30,472,578) (10,506,266) (40,978,844)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860

$72,677,154 P13,143,833 85,820,987

The carrying amount that would have been recognized had the fixed assets been carried under

cost model is as follows:

Office
Transportation furniture and
equipment equipment Total
September 30, 2025 P58,162,771 P18,655,953 $79,519,119
December 31, 2024 P65,349,954 P18,161,173 P83,511,127

Depreciation on other property and equipment for the nine months period ended September 30,
2025 and 2024 amounted to P15,602,599 and P19,753,315, respectively.
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There are no other property and equipment held as collateral for liabilities as at September 30,
2025 and December 31, 2024. These assets are free from any liens and encumbrances.

FINANCIAL ASSET AT FVOCI

This account consists of an investment in Tarlac Electric Inc., which registered its common
shares with the Securities and Exchange Commission in compliance with the EPIRA and whose
shares are not traded in any Exchange.

This investment was classified under FVOCI as the Management considers this investment to
be strategic in nature and intends to hold this investment for the foreseeable future.

As of September 30, 2025, the Company had no intention to dispose of the financial asset at
FVOCI. The Company’s investment is measured at a fair value equal to its carrying amount,
which is based on the observable data that the investee is generating continuous income and has
a stable financial position.

CASH AND CASH EQUIVALENTS

This account consists of:

September 30,
2025 | December 31, 2024
(Unaudited) (Audited)
Cash on hand P818,603 £994,042
Cash in banks 1,039,599,835 975,360,814
Short-term deposits 1,313,480,353 1,203,480,353
Total $2,353,898,791 P2,179,835,209

Cash in banks earn interest at prevailing bank deposit rates. Total interest earned on cash in
banks, net of final tax, amounted to 3,037,145 and 7,341,639 for the nine months ended
September 30, 2025 and 2024, respectively, and is included in “Interest income” presented
under “Other income (charges)” account in the statements of comprehensive income (see Note
20).

TRADE AND OTHER RECEIVABLES (NET)

This account consists of:

September
30, 2025 December 31, 2024
(Unaudited) (Audited)
Trade receivables $538,059,185 P586,356,765
Other receivables 59,366,661 62,666,082
597,425,846 649,022,847
Allowance for ECLs on trade receivables 14,515,757 14,515,757
$582,910,090 £634,507,090

Trade receivables
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Trade receivables are due ten days after presentation of the bill. The Company’s trade

receivables are non-interest bearing and are secured by bill deposits amounting to P471,839,314

and 586,356,765 as at September 30, 2025 and December 31, 2024, respectively.

Trade receivables from sale of electricity consist of:

September 30, December 31,
2025 2024
(Unaudited) (Audited)
Residential retail P289,780,782 P314,818,990
General retail 97,387,795 104,769,342
Bulk power 49,574,512 55,082,791
General power 57,334,825 53,781,344
Universal charges 10,741,680 10,970,591
Street lights 7,506,310 7,719,625
FIT-All 3,511,108 3,695,903
Others 22,222,173 35,528,179
$538,059,185 P586,356,765

Residential

This is applicable to captive customer retail service for residential purposes of a permanent
nature to individual private dwellings and to individually metered apartments.

General retail

General retail consists of customers with contracted capacity of equal to or less than 40kW,
served typically at secondary lines (1-phase or 3-phase). This type of service is for non-
residential purpose and is mostly composed of small-medium businesses.

General power

This is applicable to captive customer retail service for non-residential purposes used for
general power, heating, and lighting in industrial, manufacturing, processing, machining, cold
storage, water supply, and supermalls; at secondary voltage with contracted capacity greater
than 40kW.

Bulk power

Bulk power refers to a customer connected and drawing power from the primary lines at 13.8
kV. These customers install, operate and maintain their own distribution transformers. This type
of service is used for general power, heating, space cooling and lighting in industrial,
manufacturing, processing, machining, cold storage, water and supply and super malls, with
demands equal to greater than 250 kW.

Street lights

Street lights consist of roadway lighting service where existing facilities have adequate capacity
and suitable voltage.
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Universal charges

Universal charges are non-bypassable charge mandated under section 34 of R.A. No. 9136
otherwise known as the Electric Power Industry Reform Act of 2001 (EPIRA) imposed on
electricity customers for the following purposes: a) missionary electrification; b) environmental
charge for watershed rehabilitation and management; and c) payment for stranded debts and
stranded contract costs. Once collected, these charges are remitted to PSALM, which

administers the fund from universal charges in accordance with the intended purposes (see Note
12).

FIT-All

Pursuant to the energy development policy mandated by the Renewable Energy Act of 2008,
R.A. No. 9513 and outlined in more detail in the FIT Rules, ERC Resolution No. 16, Series of
2010 (As Amended), a qualified renewable energy developer who elects to participate in the
FIT System shall be eligible to a FIT, which is a guaranteed payment on a fixed rate per
kilowatt-hour for electricity generated from emerging renewable energy technologies such as
wind, solar, biomass and run-of-river hydropower actually delivered to the transmission and/or
distribution network.

Should the payment of FIT to eligible renewable energy plants require a differential above the
prevailing cost recovery rate, a uniform charge called FIT-All will be determined by the
TransCo. The FIT-All shall be billed and collected by the transmission and/or distribution utility
from the consumers connected to their respective systems. Collections shall be remitted
monthly to TransCo, being the fund administrator, governed by ERC Resolution No. 24, Series
of 2013, Guidelines on the Collection of FIT-All and the Disbursement of the FIT-All Fund (see
Note 12).

Others

Others include charges for VAT on generation, transmission, system loss and distribution and
other pass-through charges.

The details and movement in the allowance for ECLs on trade and other receivables follow:

September 30, December 31,

2025 2024

(Unaudited) (Audited)

Balance at beginning of year P14,515,757 P114,229,987
Provision for ECLs — note 19 2,631,403
Write-off (2,345,633)
Balance at end of year P 14,515,757 P 14,515,757

The Company applies the simplified approach in measuring ECLs which uses a lifetime
expected loss allowance for all trade and other receivables. The Company has written-off all
trade and other receivables of more than one year past due since historical experience has
indicated that these receivables are generally not recoverable.

ERC Order on Luzon Wholesale Electricity Spot Market (WESM) prices for November and




10.

Notes to Financial Statements
Page - 27

December 2013 Supply Months

The ERC, in its Order dated March 3, 2014 in ERC Case No. 2014-021MC, voided the WESM
prices during the period of October 26, 2013 to December 25, 2013 and ordered the imposition
of regulated prices. The market participants (collectively called Movants) filed a Motion for
Reconsideration (MR), which was denied by ERC on October 15, 2014. In the said Order,
Philippine Electricity Market Corporation (PEMC) was directed to calculate and revise WESM
bills for distribution utilities in Luzon for November and December 2013 supply months.
Accordingly, the Company received from PEMC billing adjustments for refund to its customers
amounting to P167,408,890, of which $5,810,294 is still outstanding as of September 30, 2025
and December 31, 2024.

The amount still for refund to customers was P8,987,989 and £8,990,752 as of September 30,
2025 December 31, 2024, respectively.

Other receivables

Other receivables include generation charge refund, accrued interest, accrued rent income from
electric property, and receivables from employees.

Receivables are not held as collateral and are free from any liens and encumbrances.
FINANCIAL ASSETS AT FVPL
This account consists of unit investment trust funds and mutual funds.

The movements in financial assets at FVPL for the periods ended are as follow:

September 30,  December 31,

2025 2024
(Unaudited) (Audited)
Cost

Balance at beginning of year P184,270,387 P181,638,774
Disposal 17,830,000 -
Balance at end of period 166,440,386 181,638,774

Cumulative net unrealized loss in fair value:
Balance at beginning of period (6,436,360)
Fair value adjustment 9,067,973
Balance at end of period 2,631,613

P166,440,386  P184,270,387

The inputs on fair value are obtained from observable market data and are based on quotes
obtained from counterparties. The fair value was based on net asset value per share as published
by various unit investment trust fund and mutual fund companies.

The unit investment trust funds and mutual funds are invested in fixed income, bond and
balanced funds as at September 30, 2025 and December 31, 2024.

INVENTORIES
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This account consists of materials and supplies for power distribution and service segments. As
at September 30, 2025 and December 31, 2024, there are no inventories pledged or held as
collateral.

PREPAYMENTS AND OTHER CURRENT ASSETS

This account consists of:

December 31,

September 30, 2024
2025 (Audited)
(Unaudited)

Prepaid tax
VAT P35,553,576 45,276,929
Real Property Tax 3,141,502 12,623,402
Insurance 1,724,782 1,563,347
Advances to TransCo 5,858,942 5,858,942
Others 762,743 687,718

P47,041,544 66,010,338

Prepaid insurance consists of vehicle insurance, annual health premium and fire/lighting and
earthquake insurance.
Others pertain to rental deposits.

Sale of sub-transmission lines/assets of TransCo

On February 10, 2012, the Company and TransCo filed a joint application docketed as ERC
Case No. 2012-021 RC for the approval of the sale of various sub-transmission lines/assets of
TransCo to the Company. On August 11, 2014, the ERC approved the application with
modification, limiting the sale only to those assets located within the franchise area of the
Company. On November 6, 2014, the Company paid for the assets amounting to £5,858,942 in
compliance with the Decision. However, on November 21, 2014, National Grid Corporation of
the Philippines (NGCP) filed a MR, holding the transfer of assets until ERC resolve the matter.
As such, the payment to TransCo has been treated as advance settlement, and is included under
“Prepayment and other current assets” account in the statements of financial position. The
application is still pending with the ERC as at September 30, 2025.

TRADE AND OTHER PAYABLES

This account consists of:

September 30, December 31,

2025 2024

(Unaudited) (Audited)

Trade payables 249,777,498 $249,274,778
Customers’ deposits (current portion) — note 13 207,589,641 240,763,052
Output VAT 43,414,451 42,580,380
Accrued expenses and other current liabilities 134,687,284 118,644,342
Universal charges payable 28,357,872 25,748,003
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Accrued taxes 1,110,598 1,079,671
WESM regulated prices payable 8,987,989 8,990,752
FIT-All payable 7,482,888 10,161,233
Others 7,075,062 6,230,124
688,483,283 703,472,335

Trade payables and output VAT

Trade payable represents the Company’s liabilities to GNPower Mariveles Energy Center Ltd.
Co., (GMEC), One Manaoagsolar Corporation (OMSC), Energy Development Corporation
(EDC), and various power producers that participate in the Wholesale Electricity Market
(WESM) operated by the Independent Electricity Market Operator (IEMOP) for purchased
power, and NGCP for electric transmission services. The output VAT represents VAT to be
collected on generation and transmission in accordance with ERC Resolution No. 20, Series of
2005, which prescribed the Guidelines Implementing the Recovery of VAT and Other
Provisions of R.A. No. 9337 affecting the Electric Power Industry.

Customers’ deposits

The customers’ deposits (current portion) consist of bill deposits amounting to 207,589,641
and 239,779,031 as at September 30, 2025 and December 31, 2024, respectively (see Note 13).

Universal charges payable

Universal charges payable represents passed-on charges that were collected from customers.
These are remitted to PSALM, which administers the fund from universal charges in accordance
with the intended purposes (see Note 8).

Accrued expenses, other current liabilities and other payables

Accrued expenses and other current liabilities consist of payables to suppliers other than power
suppliers and accrual of recurring expenses like electricity and water bill. Accrued taxes consist
of energy tax payable.

Other payables of 7,075,062 and 6,230,124 as at September 30, 2025 and December 31,
2024, respectively, consist mainly of expanded withholding tax, withholding tax —

compensation, National Home Mortgage Finance Corporation (NHMFC), SSS, Philhealth and
Pag-ibig.

Trade and other payables except for customers’ deposits are due within 30 days from the date of
billing and do not bear interest.

FIT-All payable
FIT-All payable represents passed-on and billed charges to customers on a monthly basis. Once
collected from customers, these charges are remitted to TransCo, which is the designated FIT

administrator (see Note 8).

WESM regulated prices payable
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WESM regulated prices payable represents the outstanding amount for refund to the Company’s
customers who were affected by the ERC’s regulation of WESM prices for the November and
December 2013 supply months (see Note 8).

CUSTOMERS’ DEPOSITS

This account consists of:

September 30,  December 31,

2025 2024

(Unaudited) (Audited)

Bill deposits P265,008,985 267,063,540
COLE deposits 58,838,619 57,526,252
Pole attachment deposits 14,216,783 13,257,006

P338,064,388 P337,846,798

Bill deposits secure payment of the monthly bills for electricity consumption and are equivalent
to the estimated bill for one month of service, while meter deposits cover 50% of the cost of the
metering equipment. COLE deposit is the cost of additional line to provide electricity in a
specific location exceeding the limit of 20 meters from poles, while pole attachment deposits
are deposits by third parties using the Company’s poles to provide service to their customers.

On June 17, 2004 and October 27, 2004, the ERC issued the Magna Carta for Residential
Electricity Consumers and the Guidelines to Implement its Articles 7, 8, 14 and 28 respectively,
and on January 18, 2006 issued the Distribution Services and Open Access Rules (DSOAR).
The foregoing rules include provisions on handling of customer deposits. It provides that
residential and non-residential customers must pay or submit a bill deposit to guarantee
payment of bills equivalent to their estimated monthly billing. The amount of deposit shall be
adjusted after one year to approximate the actual average monthly bills.

A customer, who has paid his electric bills on or before its due date for three consecutive years,
may now demand for the full refund of the bill deposit prior to the termination of his service;
otherwise, bill deposits shall be refunded within one month from the termination of service,
provided all bills have been paid. Further, these regulations exempt payment of meter deposits,
but in case of loss and/or damage to the electric meter due to the fault of the customer, the latter
shall bear the full replacement cost of the meter. The existing meter deposit of residential
customers shall be refunded in accordance with the Guidelines to Implement Articles 7, 8, 14
and 28 of the Magna Carta. While for non-residential customers, DSOAR requires Distribution
Utilities to submit a proposal to the ERC on the methodology and timeline for the refund of
meter deposits within ninety (90) days following its effectivity.

Magna Carta and DSOAR also provide that distribution utilities shall pay interest on bill and
meter deposits. Interest on bill deposits shall be equivalent to the interest incorporated in the
calculation of their weighted average cost of capital (WACC); otherwise, it shall earn a rate
equivalent to the prevailing interest for savings deposit as approved by the Bangko Sentral ng
Pilipinas (BSP). Interest rate used on bill deposit was 0.10% for each year in 2021 and 2020.
Interest for meter deposit shall be at 6% for contracts of service entered into prior to the
effectivity of ERB Resolution No. 95-21 issued on August 3, 1995, and 10% thereafter.

On June 4, 2008, the ERC issued Resolution No. 8, Series of 2008, “A Resolution Adopting the
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Rules to Govern the Refund of Meter Deposits to Residential and Non-Residential Customers”.
These rules provide the parameters for the refund of meter deposits and related interest thereon.
Interest on meter deposit paid prior to the effectivity of ERB Resolution No. 95-21 shall earn
6% per annum. While payments made after the effectivity of ERB Resolution No. 95-21 until
the day prior to the effectivity of Magna Carta or DSOAR shall earn an interest of 10% per
annum.

Meter deposits paid from the effectivity of Magna Carta or DSOAR until the day prior to the
start of the refund will be entitled to an interest of six per cent (6%) per annum.

Bill deposits of £207,589,641 and 239,779,031 as at September 30, 2025 and December 31,
2024, respectively, are included in the current portion of Customers’ deposits under the “Trade
and other payables” account in the statements of financial position (see Note 12).

Interests on bill deposits amounted to 54,123 and nil for the nine months ended September 30,
2025 and 2024, respectively.

RETAINED EARNINGS
The BOD approved the reversal and appropriation of the following:

2024
a) Reversal of 400,000,000 appropriated for capital expenditures from 2024 unrestricted
retained earnings.

2023

b) Reversal of $400,000,000 appropriated for capital expenditures from 2022 unrestricted
retained earnings.

¢) Appropriation of 400,000,000 for the following capital expenditures: a.) Expansion of
distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand, b.) Rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies, c.) Improvement of the grounding/earthing and
insulation coordination, d.) Construction of 20/25 MVA, 69kV sub-transmission line from
Balingueo, Sta. Barbara, Pangasinan to San Miguel, Calasiao, f.) Advanced Distribution
Management System Project, g.) Construction of buildings, and g.) Improvement of
customer service facilities.

2022

d) Appropriation of 400,000,000 for the following capital expenditures: a) expansion of
distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand; b) rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies; ¢) improvement of the grounding/earthing and
insulation coordination; d) construction of 20/25 MV A, 69kV/13.8kV substation in Santa
Barbara, Pangasinan; e) expansion of primary lines from Sta. Barbara Substation to Minien
East, Sta. Barbara; f) construction of a control tower building extension; and g)
improvement of customer service facilities.
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Cash Dividend

On May 14, 2025, the BOD approved the declaration of cash dividend equivalent to 40% of the
previous year’s net income, amounting to £10.06 per share, to stockholders of record as of
December 31, 2024. Cash dividend will be paid by the end of July 2025.

On May 29, 2024, the BOD approved the declaration of cash dividend equivalent to 40% of the
previous year’s net income, or P11.94 per share, to stockholders of record as of December 31,
2023. Cash dividend was paid in September 2024.

On June 16, 2023, the BOD approved the declaration of cash dividend in the amount of
P1,600,000,000 to stockholders of record as of June 15, 2023 which are payable on various
dates up to September 29, 2023.
CAPITAL STOCK
The details of capital stock are as follow:

September 30,  December 31,

2025 2024
(Unaudited) (Audited)

Authorized — P100 par value per share, 15,000,000 shares #1,500,000,000 #1,500,000,000

Common shares issued, fully paid and

outstanding — 14,662,000 shares 1,246,200,000 1,246,200,000
Initial public offering shares 220,000,000 220,000,000
Outstanding $1,466,200,000 P1,466,200,000

On December 27, 2023, the SEC rendered effective DECORP’s application for the registration of
Fourteen Million Six Hundred Sixty-Two Thousand (14,662,000) common shares, of which Two
Million Two Hundred Thousand (2,200,000) shares were issued and offered for sale to the public by
way of an initial public offering at an offer price of Five Hundred Thirty-Three Pesos (P 533.00) per
share. As of February 2, 2024, the Two Million Two Hundred Thousand (2,200,000) common
shares offered to the public were fully subscribed and paid.

RELATED PARTY TRANSACTIONS
In the normal course of business, the Company has transactions with a related party.

Lease Agreement

The Company has a lease agreement with Veria Realty Inc., a company owned by the
Company’s major stockholders. The lease is for a period of one year subject to renewal. The
monthly rental is P344,784 in 2025 and P 313,440 in 2024 and payable at the end of each
month. Total rent expense charged to operations amounted to 3,307,682 and 2,910,960 for
the nine months ended September 30, 2025 and 2024, respectively, and is included as part of
“Rent expense” under “Operations and maintenance” in the statements of comprehensive
income (see Note 19).
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Compensation of Key Management Personnel

Compensation paid to key management personnel consists of the following:

September 30, September 30,

2025 2024

(Unaudited) (Unaudited)

Salaries P1,274,490 1,220,000
Short-term employee benefits 15,990 16,095

$1,290,480 P1,236,095

There are no long-term benefits paid or accrued during the year.
17. REVENUES

This account consists of:

September 30,  September 30,

2025 2024

(Unaudited) (Unaudited)

Electric revenues P3,034,652,103 P3,184,288,591
Other revenues 18,785,101 19,378,420

P3,053,437,204 $3,203,667,011

In compliance with Section 36 of R.A. No. 9136, the Company is required to unbundle its
billing charges to customers. For the three months ended March 31, 2025 and 2024, the details
of electric revenues are as follows:

September 30,  September 30,

2025 2024
(Unaudited) (Unaudited)
Generation revenue P1,779,918,548 P2,011,368,072
Distribution revenue 558,395,446 556,473,218
Transmission revenue 355,734,247 285,135,134
System loss revenue 164,399,433 174,871,568
Supply revenue 88,313,398 86,934,398
Metering charge 62,044,822 60,920,145
Local franchise tax 18,481,582.57
Real property tax recovery 7,392,409 6,335,118
Lifeline charge (discount) 37,454 2,320,024
Senior citizen charge (discount) (5,622) (11,017)
Other discount (59,615) (58,069)

P3,034,652,103 P3,184,288,591

Applications for Confirmation of Over/Under-recoveries of Pass-through Charges

On April 20, 2011, the Company filed an application docketed as ERC Case No. 2011-013 CF,
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“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate, c)
System Loss Rate, d.) Lifeline Subsidy Rate; and e) Interclass Cross Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended.” On March 10, 2014, the ERC issued its
Decision on this application, directing the Company to refund to its customers the over
recoveries amounting to 203,934,745 and collect from its customers the Lifeline Subsidy
under recovery amounting to 18,588,112, covering the period from April 2004 to December
2010.

On March 31, 2014, the Company filed a MR on the above Decision for the approval of the
amounts originally proposed by the Company or provide computation as to how the supposed
over recoveries were arrived at. The amount of over and under recoveries is not yet certain since
it is dependent on the resolution of the MR. As at September 30, 2025, the Company is still
awaiting the resolution of said MR.

On April 1, 2014, the Company filed an application docketed as ERC Case No. 2014-052 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c¢) System Loss Rate, d.) Lifeline Subsidy Rate; and ¢) Senior Citizen Discount, Under ERC
Resolution No. 16, Series of 2009, As Amended”. The Company filed an application for the
confirmation of total under recovery of 151,783,598 covering the years 2011 to 2013. As at
September 30, 2025, the Company is still awaiting the decision of the ERC.

On March 31, 2017, the Company filed an application docketed as ERC Case No. 2017-052 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, for the Period 2014 to 2016”. The Company
filed application for the confirmation of total over recovery of 230,114,229 covering the years
2014 to 2016. As at September 30, 2025, the Company is still awaiting the decision of the ERC.

On August 28, 2020, the Company filed an application docketed as ERC Case No. 2020-014
CF, “In the Matter of the Application for the Approval of the Calculations for the Automatic
Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, for the Period 2017 to 2019”. The Company
filed application for the confirmation of total under recovery of 48,360,882. As at September
30, 2025, the Company is still awaiting the decision of the ERC.

On May 17, 2023, the Company filed an application docketed as ERC Case No. 2023-029 CF,
“In the Matter of the Application for the Approval of the Calculations for the Automatic Cost
Adjustment and True-Up Mechanisms for the a) Generation Rate, b) Transmission Rate, c)
System Loss Rate, d) Lifeline Subsidy Rate, and €) Senior Citizen Subsidy Rate, Under ERC
Resolution No. 16, Series of 2009, As Amended, and g) Local Franchise Tax, Under ERC
Resolution No. 2, Series of 2021 for the Period 2020 to 2022.” The Company filed the
application for the confirmation of an over-all total under recovery of £73,564,161.

Performance-Based Rate Making (PBR)

The Company entered the PBR regime in 2007. The PBR is an internationally accepted rate
setting methodology adopted by the ERC to replace the Return on Rate Base (RORB) for both
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transmission and distribution businesses as mandated by the EPIRA. It provides electric utilities
with adequate and efficient capital and operating expenditures to meet growing electricity
demand through timely rate adjustments.

Maximum Average Price (MAP)

On March 31, 2014, the Company filed an application docketed as ERC Case No. 2014-027 RC
for approval of the Translation into Distribution Rates of Different Customer Classes for the
Fourth Regulatory Year of the ERC-Approved Annual Revenue Requirement for DECORP (the
Company) Under the PBR for the Regulatory Period 2011-2015. On February 9, 2015, the ERC
issued its Decision on this case, giving the Company the option to implement a MAP of
P2.4472/kWh or its proposal of P1.7918/kWh for the Regulatory year 2015. The Company
implemented the latter rate.

Given the need by the Company to undertake capital projects in order to address the load
growth, network non-growth, network control/ safety metering as well as renewal, replacement
and refurbishment of existing distribution assets, the Company filed an application on
November 20, 2018 docketed as ERC Case No. 2018-110 RC for approval of its capital projects
for the regulatory years 2016 to 2019.

Projects 2016 2017 2018 2019
Network P44,356,785 P51,065,110 P32,497,857 P31,175,406
Other network 59,217,708 66,189,452 83,182,536 82,930,907
Non-network 10,274,675 40,018,541 57,819,750 32,361,518

P113,849,168 P157,273,103 P173,500,143 P146,467,831

The proposed capital expenditures will not have a direct impact on the current rates of the
Company until approved by the ERC.

On March 28, 2022, the Company filed an application docketed as ERC Case No. 2022-020
RC, “In the Matter of the Application for Approval of the Annual Revenue Requirement and
Performance Incentive Scheme in Accordance with the Provisions of the Rules for Setting
Distribution Wheeling Rates (RDWR)” covering the Fifth Regulatory Period from July 1, 2022
to June 30, 2026.

On August 25, 2022, the Company filed an application docketed as ERC Case No. 2022-057
RC, “In the Matter of the Application for: A) Confirmation of True-Up Calculations of the
Actual Weighted Average Tariff vis-a-vis ERC-Approved Maximum Average Rate for the
Lapsed Regulatory Years; and B) Approval of the Final Refund/Collect Scheme to Account for
the Lapsed Regulatory Years”. The Company filed the application for the confirmation of an
over-all under recovery of 22,557,035 for the period July 1, 2015 to June 30, 2022.

On February 10, 2024, the Company filed an Urgent Omnibus Motion to Withdraw its
application docketed as ERC Case No. 2022-020RC, “In the Matter of the Application for
Approval of the Annual Revenue Requirement and Performance Incentive Scheme in
Accordance with the Provisions of the Rules for Setting Distribution Wheeling Rates (RDWR)”
covering the Fifth Regulatory Period from July 1, 2022 to June 30, 2026.

Other revenues

Other revenues include rent income from electric property and sale of electric materials and
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accessories (see Note 20).
EMPLOYEE BENEFITS

The Company maintains a funded, non-contributory defined benefit retirement plan covering all
its regular and full-time employees. The fund is administered by a trustee bank authorized to
invest the fund as it deems proper. Under the plan, the employees are entitled to retirement
benefits ranging from one hundred percent (100%) to one hundred fifty percent (150%) of the
Plan Salary for every year of Credited Service on attainment of a retirement age of 60 or 35
years of service, whichever is earlier.

The retirement benefits obligation recognized in the interim condensed statements of financial
position is as follows:

September 30, December 31,

2025 2024

(Unaudited) (Audited)

Present value of obligation P86,260,564 P129,839,462
Fair value of plan assets (43,578,898)

$86,260,564 P86,260,564

The retirement benefits expense recognized in the statements of comprehensive income
included under “Operations and maintenance” (see Note 19) is as follows:

As at September 30, 2025 and December 31, 2024, the cumulative remeasurement loss on
retirement benefits presented in the statements of financial position amounted to 2,962,764.

The movements in the retirement benefits obligation recognized in the statements of financial
position are as follow:

September 30, December 31,

2025 2024

(Unaudited (Audited)

Balance at beginning of period $86,260,564 $72,982,180
Retirement benefits expense - 15,918,363
Contributions paid - (2,639,979)
Remeasurement gain - -
Balance at end of period $86,260,564 $86,260,564

The movements in the present value of the retirement benefits obligation are as follow:

September 30, December 31,

2025 2024

(Unaudited) (Audited)

Present value of obligation, January 1 P129,839,462 £113,921,099
Current service cost - 8,855,255
Interest cost - 7,063,108

Benefits paid -
Actuarial gain -
Present value of obligation, December 31 P129,839,462 P129,839,462
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The movement in the fair value of plan assets is presented below:

December 31,

September 30, 2024

2025 (Audited)
(Unaudited)

Fair value of plan assets, January 1 P43,578,898 P40,938,912
Interest income included in net interest cost -
Benefits paid -

Contributions - 2,639,979
Actuarial gain -

Fair value of plan assets, December 31 P43,578,898 P43,578,898

The fair value of plan assets consists of:

- Investment in government securities which consists of fixed rate treasury notes and retail
treasury bonds;

- Corporate stocks which consist primarily of stocks listed in Philippine Stock Exchange
(PSE);

- Deposit in banks which consists of savings deposit and certificate of time deposits; and

- Other securities and debt instruments which consist primarily of investment in corporate
bonds.

The Company’s plan assets are administered by a trustee bank, which is responsible for the
general administration of retirement plan including the management of the fund. The trustee

bank does not currently employ any asset-liability matching.

Risk Arising from the Retirement Plan

The defined benefit plan is underfunded by 86,260,564 as at September 30, 2025 and
December 31, 2024, respectively. While there is no minimum required funding, the amount
without fund may expose the Company to cash flow risk for ten years when a significant
number of employees are expected to retire.

Credit Risk

The plan assets exposure to credit risk arises from its investments in financial assets which
comprise of investment in government securities, corporate stocks, deposit in banks and other
securities and debt instruments. The maximum credit risk exposure is equivalent to the carrying
amount of financial instruments. The credit risk arises from possible default of the issuer of the
financial assets.

The credit risk is minimized by ensuring that the exposure to the various financial assets as
recommended by the trustee bank.

Share Price Risk

The plan assets exposure to share price risk arises from corporate stocks which are traded at PSE.
The share price risk results from the volatility of the share prices in the PSE.
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The share price risk is minimized by ensuring that investments in shares of stock are limited only
to blue chip companies or companies with good fair values. The trustee bank ensures that the
equity investments are invested in mix of various equity to reduce exposure to industry or sector-
related risk.

19. OPERATIONS AND MAINTENANCE

This account consists of:

September 30, September 30,
2025 2024
(Unaudited) (Unaudited)
Salaries and wages P116,707,208 P111,335,821
Outside services 32,292,332 30,459,397
Professional fees 2,116,444 34,989,321
Repairs and maintenance 11,415,322 13,261,121
Retirement benefits expense — note 18 - 2,174,100
Electricity, telephone and water 5,897,548 5,610,760
Transportation 4,133,983 4,391,229
Office supplies 7,401,001 4,537,483
Rent 3,307,682 3,185,100
Representation expense -
Insurance 1,687,278 1,757,697
Electric materials 4,345,157 3,635,845
Training and seminars 706,590 882,872
Donations
Association and membership fees 201,049 199,780
Advertising and promotion 131,090 51,784
Provision for ECLs — note 8
Others 13,059,702 11,685,639
P203,402,387 P228,157,949

Others pertain mainly to expenses related to uniform, subscriptions, injuries and damages.

20. OTHER INCOME (CHARGES)
This account consists of:
September | September 30,
30,2025 2024
(Unaudited) (Unaudited)
Interest income — note 7 P8,161,145 P7,341,639
Fair value loss on financial assets at FVPL — note 9
Interest expense — note 13- (54,123) -
Otbhers:
Bank charges (212,621) (483,904)
Gain on sale of equipment — note 5
Gain on foreign exchange (1,970) 1,304
Miscellaneous income 5,320,876 2,057,953
P13,213,307 8,916,992
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Miscellaneous income consists of deductions on other payables upon settlement, equipment
rental and other fees.

AGREEMENTS

The details of purchased power are as follow:

September 30,  September 30,
2025 2024
(Unaudited) (Unaudited)

Generation cost

GMCP $833,914,543 £905,879,198

WESM 560,259,521 620,465,995

EDC 350,805,512 449,477,728

OMSC 128,422,039 129,955,314
Transmission cost:

NGCP 382,369,701 290,632,609

$2,255,771,317 $2,403,014,160

Electricity Supply Agreement between the Company and Sun Asia Energy, Inc. (SEI), with the
latter assigning their rights to the ESA to Onemanaoag Solar Corporation (OMS)

On January 14, 2016, the Company entered into a contract with SEI, wherein the Company
committed to purchase clean power generated by SEI’s solar power plant project that would be
embedded into Company’s franchise area.

On July 14, 2016, the Company and SEI filed a Joint Application to the ERC for the approval of
their Electricity Supply Agreement (ESA). The application was docketed as ERC Case No.
2016-154 RC and was approved with modification by the Commission in its Decision dated
December 19, 2017.

Through an Assignment Agreement dated July 13, 2018, SEI assigned all of its rights, titles, and
interest in and to the ESA, among others, in favor of Onemanaoagsolar Corporation. A
manifestation was filed by the SEI informing ERC of the said assignment.

On November 29, 2022 and March 10, 2023, ERC granted OMS Provisional Authority to
Operate (PAO) for Phases 1 and 2 of their embedded solar power plant projects, respectively.
Thereafter, the supply commencement date became effective in accordance with the ESA.

Power Supply Agreement with Energy Development Corporation (EDC)

On February 21, 2022, the Company entered into a 10-year contract with EDC, wherein the
Company agreed to purchase 20 MW (10 MW base load and 10 MW load following) of its
power requirement from EDC.

On November 7, 2022, the Company and EDC filed a Joint Application to the ERC for the
approval of their Power Supply Agreement. The application was docketed as ERC Case No.
2022-082 RC and was provisionally approved by the ERC through the issuance of a Resolution
dated December 20, 2022. EDC commenced the supply of electricity to the Company on
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December 26, 2022.

Renewable Power Supply Agreement with SNAP

On December 20, 2011, the Company entered into a contract with SNAP wherein the Company
agreed to purchase electric power from the latter, which became effective from October 26,
2012 until October 25, 2022.

Purchased Power Supply Agreement (PPSA) for Distribution Utility Buyers (the “Original

PPSA”)

The Company and GNPower Ltd. Co. (GNPC) entered into:

(a) the “Original PPSA” in July 2006 wherein GNPC agreed to build, own and operate an
electric power generation facility for the purpose of supplying its customers with
environmentally clean electric power which commenced in 2010. Further, GNPC agreed to
supply and sell, while the Company agreed to receive and purchase the product;

(b) a Memorandum of Agreement (the “MOA”) in July 2006, setting out the conditions for the
effectiveness of the PPSA; and

(c) a Commercial Protocol Agreement No. 1 (the “Commercial Protocol Agreement”) in 2007
(the Original PPSA, as amended, modified and supplemented by the MOA and Commercial
Protocol Agreement, the “PPSA”) for the purchase and sale of the product that commenced
in 2010/2011.

Amendment to Original PPSA

Pursuant to Project Assignment Agreement dated June 11, 2008, GNPC transferred the rights,
obligations, benefits, assets, liabilities and interest in the Original PPSA to GMCP.

On February 9, 2009, the Company and GMCP amended the Original PPSA termination date to
be 180 months, unless extended pursuant to Section 2.4 or 2.5, from the date specified in the
Commencement Date Notice as set forth in Schedule 1 or December 31, 2012, if the GMCP had
not provided the Company with the Commencement Date Notice by December 31, 2012, or
such later date as the parties agreed in writing.

WESM Direct Membership

The Company became a direct member of the WESM effective November 26, 2009 upon
completion of the requirements of PEMC, the autonomous group market operator of WESM.
This membership gives the Company the privilege to purchase directly from the market.

Transmission Service Agreement with NGCP

The Company entered the Contract with NGCP wherein the latter would provide the necessary
transmission services to the Company, provided that the Company shall pay the applicable
charges for such services and remain liable for any unpaid amounts despite the termination of
the agreement.

Service Agreement with TransCo
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The Company entered into service agreement with the TransCo. Under the agreement, TransCo
shall provide transmission services to the Company effective June 26, 2006, and shall continue
to be in full force and effect until terminated in accordance with the Provision of Open Access
Transmission Service which governs the TransCo’s provision of transmission services to
qualified grid users.

On December 1, 2008, the franchise to operate and maintain the physical assets of TransCo for
50 years was granted to NGCP by virtue of R.A. No. 9511, An Act Granting NGCP a Franchise
to Engage in the Business of Conveying or Transmitting Electricity through High Voltage
Back-bone System of Interconnected Transmission Lines, Substations and Related Facilities
and for other purposes. With the affectivity of R.A. No. 9511, transmission services to the
Company have been are provided by NGCP since December 2008.

Company as lessor

The Company entered into various lease agreements to lease out its electric poles in various
towns of Pangasinan. The lease agreements are for a period of one year subject to renewal and
rental rate of 270 to P340 per pole.

Total rental income for the nine months ended September 30, 2025 and 2024 amounted to
P14,441,256 and P15,758,494, respectively, and is included in the “Other revenues” account
under the “Revenues” section in the statements of comprehensive income (see note 17).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s financial instruments include cash and cash equivalents, trade and other
receivables, rental deposit, trade and other payables, customers’ deposits and dividend payable
which are used for working capital management purposes and operations. The Company does
not actively engage in the trading of financial assets for speculative purposes nor does it write
options.

The Company is exposed to a variety of financial risk which results from both its operating and
investing activities. The Company’s risk management is in close cooperation with the BOD, and
focuses on actively securing the Company’s short-to medium-term cash flows by minimizing
the exposure to financial markets.

Credit risk

Credit risk is the risk that the Company will incur a loss from customers or counterparties that
fail to discharge their contractual obligations. The Company manages credit risk by setting
limits on the amount of risk the Company is willing to accept from counterparties and by
monitoring exposures in relation to such limits.

Credit risk exposure

The table below shows the maximum exposure to credit risk of the Company as at:

September 30, 2025

Basis of  Gross carrying Loss Net carrying
recognizing amount allowance amount
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ECL
Cash in banks and cash
equivalents (a) $2,353,898,791 P-  P2,353,898,791
Trade receivables (b) Lifetime ECL 538,059,185 14,515,757 523,543,428
Other receivables (b) 59,366,661 59,366,661
Rental deposits (c) 679,643 679,643
$2,952,004,280 P14,515,757 $2,937,488,523
December 31, 2024
Basis of
recognizing Gross carrying Loss Net carrying
ECL amount allowance amount
Cash in banks and cash
equivalents (a) $2,178,998,214 P- $2,178,998,214
Trade receivables (b) Lifetime ECL 586,356,765 14,515,757 571,841,008
Other receivables (b) 62,666,082 - 62,666,082
Rental deposits (c) 687,718 - 687,718
£1,426,170,756 $21,220,837 $2,817,193,022

(a) Cash in banks and cash equivalents are assessed to have low credit risk at each reporting
period. Cash in banks and cash equivalents are held by reputable banking institutions.

(b) For trade and other receivables, the Company has applied the simplified approach to
measure the loss allowance at lifetime ECLs. The Company determines the expected credit
losses on these items by using a provision matrix, estimated based on historical credit loss
experience based on the past due status of the debtors, adjusted as appropriate to reflect
current conditions and estimates of future economic conditions.

(c) Rental deposits are assessed to have low credit risk at each reporting period since these are
held by related parties.

The Company does not hold any collateral or other credit enhancements to cover its credit risks
associated with its financial assets.

Trade and other receivables

The Company applies the simplified approach to measuring ECL which uses a lifetime ECLs
for all trade receivables. The loss allowance for trade receivables as at September 30 and
December 31 is determined as follows:

Liquidity risk

The Company monitors and maintains a level of funds deemed adequate by management to
finance the Company’s operations and mitigate the effects of cash flows. Any excess funds are
placed with reputable banks to generate interest income. As at September 30, 2025 and
December 31, 2024, the financial liabilities have contractual maturities as follow:
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September 30, 2025 December 31, 2024
Due within Due beyond Due within one Due beyond
one year one year year one year
Trade payables P249,777,498 P- P243,545,883 P-
Other payables* 182,211,659 - 100,969,171 -
Dividend payable - - - -
Customers’ deposits 207,589,641 338,064,388 218,879,163 334,924,529
£ £639,578,798 P338,064,388 P653,828,610 £334,924,529

X
*Excluding statutory payables and other liabilities to government agencies amounting to £48,904,485 as at
September 30, 2025 and P42,580,380 as at December 31,2024.

OTHER MATTERS
EPIRA 0f 2001

R.A. No. 9136, otherwise known as the EPIRA Act (Act) of 2001 was signed into law on June
8,2001. The covering Implementing Rules and Regulations (IRR) have already been
deliberated upon and approved by the Joint Congressional Power Commission. The Act
provides for, among others, the significant changes in the power sector, such as the (a)
unbundling of the generation, transmission and distribution sectors; (b) privatization of National
Power Corporation (NPC)’s generation, transmission, and other disposable assets, including
independent power producers or [PP contracts, (c) creation of ERC to regulate the electric
power industry; (d) creation of a wholesale electricity spot market within one year; (e) open and
nondiscriminatory access to transmission and distribution systems; and, (f) mandated rate
reduction and lifeline rate for marginalized end-users. The price will have regulated elements
for transmission and distribution, and competitive components for the electrical energy itself
and for ancillary or support services.

The law requires public listing of not less than 15% of common shares of generation and
distribution companies within five (5) years from the effectivity of the Act. It provides cross
ownership restrictions between transmission and generation companies and between
transmission and distribution companies, and a cap that no distribution utility is allowed to
source bilateral power supply contracts more than fifty percent of its total demand from an
associated firm engaged in generation except for contracts entered into prior to the effectivity of
the Act. Specifically relating to distribution utilities, the Act provides for the unbundling of
electricity tariff rates and the determination of stranded costs and its recovery through universal
charge.

On June 27,2017, the ERC issued Resolution No. 10, Series of 2017, “A Resolution Extending
the Compliance Period Under Resolution No. 9, Series of 2011, for Generation Companies and
DU, which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less Than
Fifteen Percent (15%) of their Common Shares of Stocks, Pursuant to Section 43(t) of R.A. No.
9136 and Rule 3, Section 4(m) of its IRR”. In this resolution, ERC allowed an extension of one
(1) year or until the resolution of the petition, whichever is earlier, for generation companies
and distribution utilities to offer and sell to the public a portion of not less than fifteen percent
(15%) of their common shares of stocks.

On December 7, 2018, the ERC per ERC Case No. 2015-006 RM had set the continuation of the
public consultation on the “Petition to Amend ERC Resolution No.9, Series of 2011, Allowing
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Registration of Shares at the SEC as a Mode of Public Offering”. The ERC invited the SEC to
discuss securities rules and regulations on public offering and public listings of generation
companies and distribution utilities.

On June 4, 2019, the ERC issued Resolution No. 4, Series of 2019, “A Resolution Amending
Resolution No. 9, Series of 2011 Requiring Generation Companies and Distribution Utilities
Which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less than Fifteen
Percent (15%) of Their Common Shares of Stock Pursuant to Section 43 (t) of R.A. No. 9136
and Rule 3, Section 4 (m) of its IRR.” The resolution amended Section 2.3 of Article II to
include offering of common shares of stocks for sale to the public in accordance with the 2016
IRR of Securities Regulation Code as a mode of public offering: (i) publication in any
newspaper, magazine or printed reading material which is distribute within the Philippines; (ii)
presentation in any public or commercial place; (iii) advertisement or announcement on radio,
television, telephone, electric communications, information communication technology or any
other forms of communications; or (iv) distribution and/or making available flyers, brochures or
any offering material in a public or commercial place or to prospective purchasers through the
portal system, information communication technology and other means of information
distribution.

In compliance with the above resolution, the Company applied for registration of its public
offering of 15% or 2,200,000 of its common shares with the Securities and Exchange
Commission (SEC). The registration of DECORP’s shares was rendered effective by the SEC
on December 27, 2023 under SEC MSRD Order No. 72, Series of 2023, in which the public
offering was scheduled from January 8, 2024 to January 12, 2024.



ANNEX B

PART II: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITIONS AND RESULTS OF OPERATIONS

The following discussions and analysis of financial position and results of operation of
Dagupan Electric Corporation (“DECORP” or the “Company”’) should be read in conjunction
with the unaudited interim condensed financial statements as of and for the period ended
September 30, 2025 with comparative figures as of December 31, 2024 and for the nine months
ended September 30, 2024.

The financial statements have been prepared in compliance with the Philippine Financial
Reporting Standards (PFRS) Accounting Standards. The term PFRS in general includes all
applicable PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations which
have been approved by the Financial and Sustainability reporting Standards Council (FSRSC).

The financial information appearing in this report and in the accompanying interim
condensed financial statements is presented in Philippine Peso. All values are rounded to the
nearest million pesos except earnings per share.

Financial Highlights and Key Performance Indicator

(Amounts in million, except earnings per share and operational data)

Condensed Statements of Financial Position

Increase (Decrease)
September | December 31,
30, 2025 2024

(Unaudited) (Audited) Amount %

Total assets P7,423 P7,326 P97 1.3
Current assets 3,261 3,180 81 2.5
Cash and cash equivalents 2,354 2,180 174 8
Non-current liabilities 937 943 -6 -0.6
Current liabilities 723 740 -17 2.3
Total liabilities P1,661 P1,683 P22 -1.3

Condensed Statements of Income
Unaudited
Increase
Nine Months Ended September 30 (Decrease)

2025 2024 Amount %

Revenues P3,053 P3,204 -P151 -4.7
Costs and expenses 2,695 2,848 -153 -5.4
Other income, net of expenses 13 9 4 44
Income before income tax 371 365 6 1.6
Net income P262 P290 -28 -9.7
Earnings per share (EPS) P17.85 P19.82 -1.97 -9.9




Condensed Statements of Cash Flows

Unaudited
Nine Months Ended September 30 | Increase (Decrease)
2025 2024 Amount %
Net cash provided by (used in) P473 P335 P138 41
operating activities
Net cash provided by (used in) (151) (153) 2 -1.3
investing activities
Net cash provided by (used in) (147) 1,023 -1,170 | -1.14
financing activities
Operational Data
Unaudited
Nine Months Ended September 30 | Increase (Decrease)
2025 2024 Amount %
Number of Customers
Residential 131,713 128,241 3,472 2.7
Commercial 13,719 13,331 388 2.9
Industrial 35 36 -1 2.8
Streetlight 49 53 -4 -7.5
Electricity sales (MWh) 376,789 372,618 4,171 1.1
System loss (%) 6.93 6.90 0.03 0.4
Key Performance Indicators (“KPI”)
September | December
30,2025 | 31,2024
Financial KPI Definition (Unaudited) | (Audited)
Debt to equity Total liabilities / Total equity 0.29 0.30
Current ratio Current assets/Current Liabilities 4.50 4.30
Unaudited
September | December
30,2025 | 31,2024
Net profit margin (Net income / Revenues) x 100 9% 3%
Return on equity (Net income / Average
shareholders’ equity) x 100 5% 1%
Return on assets (Net income / Average total
assets) x 100 4% 0.4%

2025 compared with 2024

Results of Operations

The results of operations for the nine months ended September 30, 2025 and 2024 are

discussed below:



Condensed Statements of Income

Unaudited
Nine Months Ended September 30 | Increase (Decrease)
2025 2024 Amount %
Revenues P3,053 P3,204 -P151 -4.7
Costs and expenses 2,695 2,848 -153 -5.4
Other income, net of expenses 13 9 4 44
Income before income tax 371 365 6 1.6
Net income P262 P290 -28 -9.7
Earnings per share (EPS) P17.85 P19.82 -1.97 9.9

Revenues

Revenues of DECORP consist of: 1. pass-through charges or generation, transmission,
system loss, and other related revenues; 2. distribution wheeling charges, which include
distribution, supply, and metering; and 3. other charges such as service reconnection and pole
attachment rental.

Revenues of DECORP for the nine months ended September 30, 2025 were 3,053
million, which was P151 million or 4.7% lower in the same period in 2024 due to lower pass-
through generation charge.

Increase

2025 2024 (Decrease)
Amount % | Amount % | Amount %
Generation P1,780 58 P2,011 62 231 -11
Transmission 356 12 285 9 71 25
System Loss 165 5 175 5 -10 -6
Distribution 708 23 704 22 71 1.5
Other pass-through 25 0.8 10 0.3 15| 150

charges

Other revenues 19 0.5 19 0.7 - -
Total P3,053 100 P3,204 100 -P151 | -4.7

The generation charge, accounting for 58% of the total revenues, for the period ended
September 30, 2025 dropped by 11% compared to the same period of the previous year. The
decrease in the cost of producing electricity was driven by a sharp decline in Wholesale
Electricity Spot Market (WESM) prices, which effectively balanced out the impact of increased
fuel prices and the weaker peso.

The transmission charge, which was 12% of the total revenues, went up by 25% due to
higher ancillary service charges from additional capacity sourced by the National Grid
Corporation (NGCP) from new Ancillary Service Procurement Agreements (“ASPAs”) and the
reserve market.



DECORP’s average retail rate was P9.14 per kWh and £9.19 per kWh for the period
ended September 2025 and 2024, respectively. The decline in the retail rate was due to lower
generation charges and compliance with ERC Resolution No. 18, Series of 2024, “A Resolution
Directing Distribution Utilities to Refund All Collected and Unutilized Regulatory Reset Experts
Cost and Cease Any Future Collection Thereof,”

The following summarizes the customer volume and the corresponding electricity
consumption per customer type for the six months ended September 30, 2025 and 2024:

Electricity Sales
No. of Customers (in MWh) % Change
Customer No. of | Electricity
Type 2025 2024 2025 2024 | Customers Sales
Residential 131,713 | 128,241 | 201,036 | 198,162 2.71 1.5
Commercial 13,719 13,331 115,424 | 112,163 2.91 2.91
Industrial 35 36 57,049 | 58,973 -2.8 -3.3
Streetlights 49 53 3,279 3,320 -8 -1
Total 145,516 | 141,661 | 376,789 | 372,618 2.7 1

The energy sales of DECORP totaled 376,789 MWh for the period ending September 30,
2025, reflecting a 1.5% increase from 372,618 MWh for the period ending September 30, 2024.

The energy sales in the residential segment, which accounted for 54% of DECORP’s
energy sales mix, increased by 1.5%, or from 372,618 MWh in 2024 to 376,789 MWh in 2025.
The increase in energy consumption during the nine months ending 2025 was attributed to the
growth in the customer base.

The commercial segment’s sales went up to 115,424 MWh in 2025, or a 2.91% increase
from the 112,163 MWh in 2024. The increase in energy consumption reflected both the
expanding customer base and the surge of investment in the Ilocos Region, of which Pangasinan
accounted for the majority of these investments, particularly within the micro, small, and
medium-sized industries.

Electricity sales in the industrial segment closed the period with 57,049 MWh, or a 3.3%
decrease from the 58,973 MWh in the nine months period ending 2024.

Costs and Expenses

The costs and expenses of DEORP for the nine months ended September 30, 2025
amounted to P2,695 million, a decrease of 5% or 153 million from the 2,848 million in the
same period in 2024. The following are the details of the costs and expenses:

Unaudited
For the Nine Months Ended September 30
Increase
2025 2024 (Decrease)




Amount % Amount % | Amount %
Purchased power P2,256 84 2,403 84 -147 -6
Depreciation 151 6 158 6 -7 -4
Salaries, wages, and 117 4 111 4 6 5
employee benefits
Taxes other than income
tax 85 3 58 2 27 47
Outside services 32 1 30 1 2 6
Repairs and maintenance 11 0.4 13 0.4 3] -23
Others 43 1.6 75 2.6 -32 | 43
Total P2,695 100 P2,848 100 -153 -5

The cost of purchased power went down by 6% or P147 million from $2,403 million in the
nine months period ending 2024 to 2,256 million in the same period in 2025, in line with the

fluctuations in the pass-through revenues. The decrease was due to lower WESM prices.

Salaries, wages, and employee benefits reached 117 million in 2025, higher by P6 million
or 5% than the previous year. The increase was due to the additional manpower and the annual

employee merit adjustments.

The increased taxes other than income tax were due to the payment of deficiency taxes
resulting from the Bureau of Internal Revenue’s (BIR) review of the Company’s tax obligations

for the taxable year 2021.

The costs related to the initial public offering of the Company were included in other costs
and expenses of the previous year, resulting in lower other costs and expenses for the period

ending September 30, 2025.

Interim Statements of Financial Position

September | December
30 31 Increase (Decrease)
2025 2024
(Unaudited) (Audited) Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment P3,906 P3,878 P28 0.7
Other property and equipment 76 86 -10 -12
FVOCI 152 152 0 0
Deferred tax assets 28 28 0 0
Current Assets
Cash and cash equivalents 2,354 2,180 174 8
Trade and other receivables 583 635 -52 -8
Financial assets at FVPL 166 184 -18 -10
Inventories 111 116 -5 -4




Prepayments and other current 47 66 -19 -29
assets

TOTALASSETS P7,424 P7,326 P98 1.3
EQUITY AND LIABILITIES

EQUITY

Capital stock P1,466 P1,466 PO 0
Additional paid-in capital 1,142 1,142 0
Revaluation reserve 1,463 1,480 -17 -1
Remeasurement gain (loss) on 3 3 0

retirement benefits

Retained earnings

Appropriated
Unappropriated 1,688 1,551 137 9
5,762 5,642 120 2

LIABILITIES

Current liabilities

Trade and other payables 688 703 -15 -2

Dividends payable 40 0 40 100

Income tax payable 35 37 -2 -5
724 741 -17 -2

Noncurrent liabilities

Customers’ deposit 338 338 - -

Deferred tax liabilities 513 519 -6 -1

Retirement benefits obligation 86 86 - -
937 943 -6 -0.6

TOTAL EQUITY AND P7,424 P7,326 P98 1.3

LIABILITIES

Changes in Financial Position

Utility plant and equipment and others closed at 3,906 million as at September 30, 2025, a
net increase of 0.7% or P28 million from P3,878 million as at December 31, 2024. The capital
expenditures amounted to P169 million for the expansion of distribution assets and the upgrade
and rehabilitation of the existing electrical facilities.

Cash and cash equivalents increased to 2,354 million as at September 30, 2025 from P2,180
million as at December 31, 2024. The growth of 174 million attributed to the 473 million
generated from DECORP’s operational activities, partially offset by the 148 million utilized for
financing activities during the period.

The trade and other receivables primarily reflect the September 2025 billing cycle. The
reduction in receivables reflect the lower retail in September 2025 compared to December 2024.



2024 compared with 2023
Unaudited
Nine Months Ended September 30 | Increase (Decrease)
2024 2023 Amount %
Revenues P3,204 P3,084 P120 3.8
Costs and expenses 2,848 2,739 109 4
Other income, net of expenses 9 38 -29 -76
Income before income tax 365 383 -18 -4.7
Net income 290 308 -18 -6
Earnings per share (EPS) 19.82 21.01 -1.19 -6
Revenues

The sale of electricity and other revenues amounted to 3,204 million for the nine-month
period ended September 30, 2024, which was P120 million or 4% lower than the 3,084 million
sales for the nine-month period ended September 30, 2023. The details of the revenues are as
follows:

For the Nine Months Ended September 30
Increase
2024 2023 (Decrease)

Amount % | Amount % | Amount %
Generation P2,011 62 $2,049 66 -38 -1.8
Transmission 285 9 216 7 69 32
System Loss 175 5 164 5 11 7
Distribution 704 22 617 20 87 14
Other pass-through 10| 03 25 0.8 -15 36
charges
Other revenues 19 0.5 13 0.4 6 46
Total P3,204 | 100 P3,084 100 120 3.9

The generation revenues for the period ended September 30, 2024, accounting for 62% of the
total revenues, went down by 38% from the same period of the previous year. The decrease was
attributed to the significant decline in fuel costs.

DECORP’s average retail rate was £9.19 per kWh and £11.44 in the nine months ended
2024 and 2023, respectively. The reduction in the average retail rate was due to the lower
generation charges during this period.

The following summarizes the customer volume and the corresponding electricity
consumption per customer type for the nine months ended September 30, 2024 and 2023:



Electricity Sales
No. of Customers (in MWh) % Change
Customer No. of | Electricity
Type 2024 2023 2024 2023 | Customers Sales
Residential 128,241 125,181 198,162 | 169,013 24 17
Commercial 13,331 12,925 | 112,163 | 102,363 3 9.5
Industrial 36 33 58,973 | 51,828 9 13.8
Streetlights 53 55 3,320 3,342 -4 -0.7
Total 141,661 | 138,194 | 372,618 | 326,546 2.5 14

Costs and Expenses

The costs and expenses of DECORP for the nine months ended September 30, 2024
amounted to 1,964 million, an increase of 4% or P73 million from the 1,891 million in the
same period in 2024. The following are the details of the costs and expenses:

Unaudited
For the Nine Months Ended September 30
Increase
2024 2023 (Decrease)

Amount % Amount % | Amount %
Purchased power £2,403 84.4 P2,378 87 25 1
Depreciation 159 53 150 5.3 9 6
Salaries, wages, and 111 4 107 4 4 4
employee benefits
Taxes other than income
tax 58 1.7 22 0.3 36 64
Outside services 30 1 25 0.8 5 20
Repairs and maintenance 13 0.2 12 0.4 1 8
Others 74 34 34 2 33| 218
Total P2,848 100 2,739 100 109 4

Purchased power

The Company has three (3) bilateral contracts with the following generators to supply its
electricity requirements: 1.) GNPower Mariveles Energy Center, Ltd. Co. (GMEC), a coal-fired
power plant; 2) One Manaoag Solar Corporation (OMSC), a solar power plant; and 3.) Energy
Development Corporation (EDC), a geothermal power plant. The Company also purchased
electricity from the Wholesale Electricity Spot Market (WESM) for its requirements that could
not be supplied by their generators. Payments made to the National Grid Corporation of the
Philippines (NGCP) for transmission services are also included in this account.

Salaries and wages

This account consists of salaries and benefits provided to the employees of the Company.
For the nine-month period ended September 30 2024 and 2023, the salaries and wages amounted
to P111 million and P107 million, respectively.

Outside services



This account consists of payments to service providers for distribution of statement of
accounts and disconnection notices, withdrawal of meters of delinquent customers, distribution
line expansions and revamps, security services, and janitorial services. For the nine-month period
ended September 30 2024 and 2023, outside service amounted to P30 million and P25 million,
respectively.

Taxes other than income tax

This account consists of payments of national and local government taxes. The increase was
due to the payment of documentary stamp tax for the issuance of common shares related to the
shares sold by way of initial public offering. It also includes the monthly amortization of
payment of local franchise and real property taxes for the period ended Dece,ener 31, 2024.

Others

This account includes payments for legal services, financial advisory services, actuarial
valuation of retirement fund, and audit of financial statements. The payment for legal and
financial advisory services for the registration of the Company’s common shares with the SEC
leading to the initial public offering of its common shares significantly increased the professional
fees include in this account.

Interim Statements of Financial Position

September | December
30 31 Increase (Decrease)
2024 2023
(Unaudited) (Audited) Amount %
ASSETS
Noncurrent Assets
Utility plant and equipment P3,849 P3,846 P3 .07
Other property and equipment 78 85 -7 -8
FVOCI 152 152 0 0
Deferred tax assets 26 26 0 0
4,101 4,110 -9 -0.2
Current Assets
Cash and cash equivalents 2,092 887 1,205 136
Trade and other receivables 595 518 77 15
Financial assets at FVPL 175 175 0 0
Inventories 133 83 50 60
Prepayments and other current
assets 100 77 23 30
3,112 1,740 1,372 79
TOTAL ASSETS P7,214 P5,849 £1,365 23
EQUITY AND LIABILITIES
EQUITY
Capital stock P1,466 P1,246 P220 18
Additional paid-in capital 1,142 189 953 504
Revaluation reserve 1,495, 1,550 -55 -3
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Remeasurement gain (loss) on 3 3 0 0

retirement benefits

Retained earnings

Appropriated 400 400 0 0

Unappropriated 1,046 832 214 26

5,552 4,220 1,332 32

LIABILITIES

Current liabilities

Trade and other payables 667 636 31 4.8

Dividends payable 0 0 0 0

Income tax payable 27 46 -19 -41
695 682 13 1.9

Noncurrent liabilities

Customers’ deposit 336 335 0 0

Deferred tax liabilities 521 539 -18 -3

Retirement benefits obligation 73 73 0 0
931 947 -16 -1.7

TOTAL EQUITY AND

LIABILITIES 7,177 5,850 1,327 23

Changes in Financial Position

Utility Plant and Equipment

The Company invested 153 million on capital expenditures for the nine-month period

ending September 30, 2024 for the continuous extension of the distribution assets to
accommodate the growth of customers and their electricity consumption. The total Utility Plant
and Equipment, considering the additional investment and depreciation, increase by P3 million

or 0.07%

Other Property and Equipment

This account as of September 30, 2024, likewise decreased by P7 million or 8% due to

depreciation.

Cash and Cash Equivalents

The Company’s Cash and Cash Equivalent account increased by P1.2 billion or 136%. The
increase was primarily due to the receipt of the proceeds from the initial public offering of the

Company that was held from January 8 to 12, 2024 following the SEC’s approval of the

Company’s registration of its shares on December 27, 2023. The proceeds shall be used solely in
accordance with the purpose stated in the use of the proceeds of the public offering.

Prepayments and Other Current Assets
The Prepayments and Other Current Assets increased by P23 million or 30% due to the

annual payments of property insurance, real property tax, and local franchise tax for the year

2024. This account is amortized monthly to recognize the expense portion in its applicable

period.
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Trade and Other Payables

The Trade and Other Payables increased by 4.8% from P636 million as at December 31,
2023 to P637 million as of September 30, 2024. This account includes the cost of power that the
Company purchased from its generators under a bilateral agreement, the costs of energy drawn
from the Wholesale Electricity Market (WESM), and payments for transmission services
provided by the National Grid Corporation of the Philippines (NGCP). The increase in this
account can be attributed to the increase in the Company’s power requirements

Capital Stock and Additional Paid-In Capital

The increase in capital stock and additional paid-in capital by P220 million and 953 million,
respectively, for the period ending September 30, 2024, resulted from the sale of 2,200,000
common shares of DECORP through an initial public offering.

Liquidity risk

The Company monitors and maintains a level of funds deemed adequate by management to
finance the Company’s operations and mitigate the effects of cash flows. Any excess funds are
placed with reputable banks to generate interest income. As of September 30, 2025 and 31
December 2024, the financial liabilities have contractual maturities as follow:

September 30, 2025 December 31, 2024
Due within Due beyond Due within one Due beyond
one year one year year one year
Trade payables $249,777,498 P- P243,545,883 P-
Other payables™ 182,211,659 - 100,969,171 -
Dividend payable - - - -
Customers’ deposits 207,589,641 338,064,388 218,879,163 334,924,529

P639,578,798  P338,064,388  $653,828,610  P334,924,529

The Company does not foresee that it will have any cashflow or liquidity problems within the
next twelve (12) months from the date of this report.

The Company is not aware of any event that will trigger or contingent financial obligations
that are material to the Company, including default or acceleration of any obligations.

The Company does not have any off-balance sheet transactions, arrangements, obligations,
including contingent obligations, and other relationships with unconsolidated entities or other
persons created during the relevant period.

The Company is not aware of any trends, events, or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact on net sales, revenues,
income from continuing operations.

The Company does not have any significant elements of income or loss that did not arise
from its continuing operations.

The Company does not have any seasonal aspects that had a material effect on the financial
conditions or results of operations.
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Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule A — Financial Assets
September 30, 2025

Unaudited
No of Shares Amount Value Based on Income
of Principal Shown in the Market Received and
Amount of Statements of Quotation at Accrued
Bonds and Financial Statement of

Notes Position Condition Date
Financial assets at fair value through
other comprehensive income
(Fvoqi)
Equity Securities
Tarlac Electric Inc. 400,000 152,000,000 152,000,000
Total -FVOCI 152,000,000 152,000,000
Financial assets at fair value through
profit or loss (FVPL)
Debt Securities
Petron Corporation 98,680,726 98,680,726
BP| -PHILAM 29,155,665 29,155,665
Equity Securities
BPI -PHILAM 8,207,843 8,207,843 -
Other equity and debt securities
Sun Life Asset Management Co., Inc. 17,992,996 17,992,996
Landbank of the Philippines 4,581,464 4,581,464
BPI -PHILAM 7,821,693 7,821,693
Total -FVPL 166,440,386 166,440,386
Cash and Cash Equivalents 2,353,898,791 | 2,353,898,791 8,161,145
Trade and Other Receivables 582,910,090 582,910,090




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule B — Amounts Receivables from Directors, Officers, Employees, Related Parties, and Principal
Stockholders (Other than Related Parties)
September 30, 2025

(Unaudited)
Balance at Deductions Ending Balance Balance at
Beginning Additions Am_ounts the End of
of Year Amounts Written- the Year
Name and Designation of Debtor Collected off Current Non-Current

Receivables from directors, officers, employees, related parties, and principal stockholders are within the
ordinary course of the company




Schedule C — Amounts Receivables from Related Parties which are Eliminated during the Consolidation of
Financial Statements
September 30, 2025

Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J

(Unaudited)
Balance at Deductions Ending Balance B:tlz::te:e
Beginning | Additions Amounts
of Year Amounts Written- End of
Name and Designation of Debtor Collected/Paid off Current Non-Current the Year

Not Applicable




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule D — Long Term Debt
September 30, 2025
(Unaudited)

Type of Obligation

Amount Shown Under Caption
"Current Portion of Long Long-
term Debt" in Related Statement
of Financial Position

Amount Shown Under
Caption "Long-term Debt" in
related Statement of
Financial Condition

The Company has no long-term loans




Dagupan Electric Corporation
Revised SRC Rule 68
Annex 68-J
Schedule G — Capital Stock
September 30, 2025

(Unaudited)
Number of Number of Shares Held by
Outstanding as Shares
Shown Under Reserved for
the Related Options,
Number of Statement of Warrants,
Shares Condition Conversion and Directors, Officers,
Title of Issue Authorized Caption Other Rights Related Parties and Employees Others
Common Stock 15,000,000 14,662,000 12,863,000 | 1,799,000




Dagupan Electric Corporation
AB Fernandez St., Dagupan City, Province of Pangasinan
Schedule H - Reconciliation of Retained Earnings Available for Dividend Declaration
As of September 30, 2025
(Unaudited)

Items Amount

Unappropriated Retained Earnings, as adjusted to available for dividend
distribution, beginning of the period 1,466,186,123
Add: Net income during the period closed to retained earnings 261,771,668
Less: Non-actual/unrealized income net of tax

Fair value gain (loss) on financial assets at FVPL
Add: Non-actual losses

Depreciation on revaluation increment (after tax) 17,277,667
Net income actually earned during the period 279,049,335
Less:

Effect of prior period adjustments
Cash dividend declaration during the period 147,499,720

Stock dividend declaration during the period
Appropriation of retained earnings during the period
Reversal of appropriation

131,549,615

Total Retained Earnings, End, Available for Dividend Declaration 1,597,735,738




SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

Dagupan Electric Corporation
For the Period Ended September 30, 2025 and 2024
(Unaudited)

Ratio

Formula

Current Ratio

Current Assets / Current Liabilities

Acid Test Ratio

(Cash and Cash Equivalents + Marketable Securities + Accounts
Receivable) / Current Liabilities

Solvency Ratio

(Net Profit After Tax + Non-Cash Expenses) / Liabilities

Debt-to-Equity Ratio

Total Liabilities / Total Equity

Asset-to-Equity Ratio

Total Assets / Total Equity

Interest Rate Coverage Ratio*

Earnings Before Interests and Taxes / Interest Expense

Return on Equity

(Net Income / Average Shareholders' Equity) x 100

Return on Assets

(Net Income / Average Total Assets) x 100

Net Profit Margin (Net Income / Revenues) x 100
[(Net sales of Current Period - Net Sales of Previous Period) / Net
Net Sales Growth Sales of Previous Period] x 100

Net income percentage

[(Net income of current period - Net income of previous period) / Net
income of previous period] x 100

Increase in shareholders' equity

[(Shareholders' equity of current period - Shareholders' equity of
previous period) / Shareholders' equity of previous period] x 100

* The Company has no loans




2025 2024
3.65 3.71
3.49 3.47
0.14 0.08
0.33 0.33
1.33 1.33
N/A N/A
3% 1%
2% 1.0%
8% 2%
1% -7%
354% -86%
-0.26% 29%




DAGUPAN ELECTRIC CORPORATION
Aging of Accounts Receivable

September 30 2025
(Unaudited)

No. of Days Outstanding Amount
Current 346,087,246
0-30 days 30,247,424
31-60 days 154,126,816
>90 days 7,597,698
Total 538,059,185
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NOTIFICATION OF INABILITY TO FILE OR ANY PORTION OF SEC FORM 17-A OR 17-Q

SEC Registration Number
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COMPANY NAME

D|A[G|U|P|[A]|N E(L|E|C|T|R|I]|C C|O|R|(P|O(R|A|[T|I]|O|N

PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province)
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Form Type Department requiring the report Secondary License Type, If Applicable
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COMPANY INFORMATION

Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph (632) 8374 3034 9285066639
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
54 Every 3rd Tuesday of April 31-Dec

CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number

Lilian D. Saralde lds@decorp.com.ph (632) 8374 3039 9285066639

CONTACT PERSON's ADDRESS

VERIA | Bldg., 62 West Avenue, Quezon City

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated

2 : All Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation's records with the
Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation frrom liability for
its deficiencies.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-L

NOTIFICATION OF INABILITY TO FILE ALL OR
ANY PORTION OF SEC FORM 17-A OR 17-Q

Check One:
Form 17-A [ ] Form 17-Q [V]

Period-Ended Date of required filing September 30, 2025

Date of this report November 7, 2025

Nothing in this Form shall be construed to imply that the Commission has verified any information
contained herein.

If this notification relates to a portion or portions of the filing checked above, identify the item(s) to which
the notification relates: SEC FORM 17-Q

1. SEC Identification Number 18890 2. BIR Tax Identification No. 000-202-524

3. DAGUPAN ELECTRIC CORPORATION
Exact name of issuer as specified in its charter

4. DAGUPAN CITY, PANGASINAN, PHILIPPINES
Province, country or other jurisdiction of incorporation

5. Industry Classification Code: |:| (SEC Use Only)

6. AB FERNANDEZ ST., DAGUPAN CITY 2400
Address of principal office Postal Code

7. (632) 83743039

Issuer’s telephone number, including area code

8. NOT APPLICABLE
Former name, former address, and former fiscal year, if changed since last report.

[(e]

. Are any of the issuer’s securities listed on a Stock Exchange?
Yes[ ] No[ v']
If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

SEC Form 17-L Instructions 1
February 2001



Part | - Representations

If the subject report could not be filed without unreasonable effort or expense and the issuer seeks relief
pursuant to SRC Rule 17-1, the following should be completed. (Check box if appropriate)

(a) The reasons described in reasonable detail in Part Il of this Form could not be estimated
without unreasonable effort or expense. [ ]

(b) The subject annual report on SEC Form 17-A, or portion thereof, will be filed on or before the
fifteenth calendar day following the prescribed due date; or the subject quarterly report on SEC Form 17-
Q, or portion thereof, will be filed on or before the fifth day following the prescribed due date. [v]

(c) The accountant's statement or other exhibit required by paragraph 3 of SRC Rule 17-1 has
been attached if applicable. [ ]

Part Il - Narrative

State below in reasonable detail the reasons why SEC Form 17-A or SEC Form 17-Q, or portion thereof,
could not be filed within the prescribed period. (Attach additional sheets if needed

The request to file the 17-Q beyond the prescribed period is to allow us sufficient time to complete the
report for the third quarter of 2025.

Part lll - Other Information

(a) Name, address and telephone number, including area code, and position/title of person to contact in
regard to this notification

Lilian D. Saralde

Compliance Officer

Veria | Building, 62 West Avenue, Quezon City
Tel No. (632) 8374 3039

(b) Have all other periodic reports required under Section 17 of the Code and under Sections 26 and 141
of the Corporation Code of the Philippines during the preceding 12 months, or for such shorter period that
the issuer was required to file such report(s), been filed? If the answer is no, identify the report(s).

Yes [v] No [ ] Reports:

(c) Is it anticipated that any significant change in results of operations from the corresponding period for
the last fiscal year will be reflected by the earnings statements to be included in the subject report or
portion thereof?

Yes []1] No [v]
If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the results cannot be made.

SEC Form 17-L Instructions 2
February 2001



SIGNATURE

Pursuant to the requirements of the SRC Rule 17-1, the issuer has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DAGUPAN ELECTRIC CORPORATION
Registrant's full name as contained in charter

RENE L. LLAMES
President and CEO

Date: November 7, 2025

SEC Form 17-L Instructions 3
February 2001



' SECURITIES AND EXCHANGE COMMISSION
4

THE SEC HEADQUARTERS 7207 Makati Avenue, Saleeds Village, Bal-Air, Makati City
1209 Trunk Ling No:02-5322-7696 Emall Us www.sec.gov ahimessagemoisec.gov.ph

The following document has been received:

Receiving: DONNA ENCARNADO
Receipt Date and Time: April 24, 2026 02:02:09 PM

Company Information

EXHIBIT-A8

SEC Registration No.: 0000018890

Company Name: DAGUPAN ELECTRIC CORPORATION
Industry Classification: E40100

Company Type: Stock Corporation

Document Information

Document ID: OST104242026811261777
Document Type: Current Report
Document Code: SEC_Form_17-C
Period Covered: April 24, 2026
Submission Type: Original Filing
Remarks: None

Acceptance of this document is subject to review of forms and contents



April 30, 2025

SECURITIES AND EXCHANGE COMMISSION
Secretarial Building, PICC Complex
Roxas Boulevard, Pasay City

Attention: Hon. Vicente Graciano P. Felizmenio Jr.
Director
Re: Dagupan Electric Corporation

Annual Progress Report on the Application of Public Offer Proceeds with
Certification by the Company’s External Auditors

Gentlemen:

In compliance with the disclosure requirements of the Securities and Exchange Commission,
please find the following:

1. Annual Progress Report on the Application of Proceeds from the Public Offer of Dagupan
Electric Corporation as of and for the period ended December 31, 2024; and
2. Report of Independent Auditors on Factual Findings

Very truly yours,

Dagupan Electric Corporation

Rene L. Llames
President and CEO



April 30, 2025

SECURITIES AND EXCHANGE COMMISSION
Secretarial Building, PICC Complex
Roxas Boulevard, Pasay City

Attention: Hon. Vicente Graciano P. Felizmenio Jr.
Director
Re: Dagupan Electric Corporation

Annual Progress Report on the Application of Public Offer Proceeds with
Certification by the Company’s External Auditors

Gentlemen:

In connection with the Public Offer of Dagupan Electric Corporation (DECORP) approved on
December 27, 2023, we submit herewith our report on the application of the offering proceeds.
The details of the disbursements as of and for the period ended December 31, 2024 are as

follows:

Gross Proceeds from the Public Offering

(2,200,000 shares at 533.00 per share) P1,172,600,000
Less: Public Offer Related Expenses
Underwriting fee 2,500,000
Legal fee 10,000,000
Value added and gross receipts Tax 1,415,000
Documentary stamp tax 2,200,000
SEC registration fee 1,167,200
Audit fee 770,000
Publication costs 71,240
Printing costs 20,000
18,143,440
Net Offer Proceeds P1,154,456,560
Less: Disbursements
Costs incurred for the period ended December 31, 2024 310,637,640

Balance of the Offer Proceeds as of December 31, 2024 843,818,920




The summary of the breakdown and application of the Offering Proceeds as of December 31,

2024:

Application of

Offering
Proceeds for Balance of
Allocation the Period Offering
Allocation of | Based on Ended Proceeds as
Proceeds Per | Actual Net December 31, of December
Prospectus Proceeds 2024 31, 2024
Capital expenditures £800,000,000 [ 800,000,000 310,637,640 | 489,362,360
Investment in
renewable energy 354,416,098 354,456,560 - | 354,456,560
Total 1,154,416,098 | 1,154,456,560 310,637,640 | 843,818,920

Capital Expenditures

A total of 800 million was allocated by the company from the net offer proceeds to finance its
capital expenditures over a period of three (3) years. This allocation was made to ensure that
the company is able to provide continuous and reliable services to its customers. The company
has already begun working on a few of the projects by utilizing the funds that it has generated

internally.

As of December 31, 2024, £310.64 million from the Offer Proceeds allocated for capital
expenditures has been utilized. The following are the details of the disbursements:

Application
of Offering
Proceeds for Balance of
Allocation the Period Offering
Allocation of Based on Ended Proceeds as
Proceeds Per Actual Net December of December
Prospectus Proceeds 31, 2024 31, 2024
1  Advanced distribution
management system
and related
communication £155,000,00 4,729,528 £150,270,47
infrastructure 0 2
2  Construction of 20/25
MVA, 69 kV/13.8kV
substation in Sta.
Barbara, Pangasinan 142,000,000 71,641,086 70,358,914



10

11

12

13

Primary line extension,
rehabilitation and
upgrades

Line extension,
rehabilitation, and
upgrades

Purchase and installation
of meters and metering
equipment

Purchase and installation
of distribution
transformers

Rehabilitation of
acquired LUELCO
distribution lines

Information system
equipment

System integration and
customer interface
improvement

Additional service
vehicles and trucks

Rehabilitation of
Labrador-Binmaley-Calas
iao 69 kV
subtransmission line

Primary line
rehabilitation from
Saguid Bahley to Nibaliw
Vidal, San Fabian

Purchase and installation
of service drops to
replace old annealed

11,000,000

148,200,000

91,000,000

68,000,000

21,000,000

18,000,000

15,000,000

61,000,000

1,500,000

1,200,000

22,000,000

11,000,000

80,180,130

41,850,903

27,492,420

16,801,206

4,074,753

7,069,396

16,953,464

92,755

410,690

9,876,952

68,019,870

49,149,097

40,507,580

4,198,794

13,925,247

7,930,604

44,046,536

1,407,245

789,310

12,123,048
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15

16

17

18

19

and undersized service
drops

Purchase and installation
of grounding and
earthing equipment to
improve lower ground
resistance

Purchase and installation
of equipment to improve
insulation-coordination
of distribution lines to
withstand lightning
strikes, high humidity,
and contaminants

Replacement of street
lightings from mercury
to high-pressure sodium

Tools and equipment

Buildings and ground
improvements

Communication and
office furniture and
equipment

1,800,000

13,000,000

19,000,000

5,000,000

5,200,000

1,100,000

777,001

225,272

6,538,064

5,000,000

5,200,000

724,020

1,022,999

12,461,936

12,461,936

375,980

Total

£800,000,00
0

P310,637,64
0

P489,362,36
0

Investment in Renewable Energy

Allocation of Proceeds per Prospectus

354,416,098

Application of Offering Proceeds for the
Period Ended December 31, 2024

Balance of Offering Proceeds as of December
31,2024

354,416,098







EXHIBIT-A9

Dear DAGUPAN ELECTRIC CORPORATION,
Greetings!

This serves as a temporary receipt of your submission, subject to verification of the form and the quality of the image of the submitted
report.

SEC Registration No: 0000018890
Company Name: DAGUPAN ELECTRIC CORPORATION
Document Code: AFS

A separate email will be sent as proof of review and/or final acceptance.
Thank you.

SECURITIES AND EXCHANGE COMMISSION
SEC Headquarters, 7907 Makati Avenue,
Salcedo Village, Barangay Bel-Air, Makati City,
1209, Metro Manila, Philippines

REMINDER:
TOALL FILERS OF REPORTS IN THE e-FAST

Please strictly follow the instructions stated in the form. Filings not in accordance with the prescribed template for the following reports
will be automatically reverted by the system to the filer: 1. General Information Sheet (GIS-Stock); 2. General Information Sheet (GIS-
Non-stock); 3. General Information Sheet (GIS- Foreign stock & non-stock); 4. Broker Dealer Financial Statements (BDFS); 5.
Financing Company Financial Statements (FCFS); 6. Investment Houses Financial Statements (IHFS); 7. Publicly - Held Company
Financial Statement; 8. General Form for Financial Statements; 9. Financing Companies Interim Financial Statements (FCIF;) 10.
Lending Companies Interim Financial Statements (LCIF).

Per Section 18 of SEC Memorandum Circular No. 3 series of 2021, the reckoning date of receipt of reports is the date the report was

initially submitted to the eFAST, if the filed report is compliant with the existing requirements. A report, which was reverted or rejected, is
considered not filed or not received. A notification will be sent to the filer, stating the reason for the report's rejection in the remarks box.

THIS IS AN AUTOMATED MESSAGE - PLEASE DO NOT REPLY DIRECTLY TO THIS EMAIL
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for
AUDITED FINANCIAL STATEMENTS

SEC Registration Number

118(8]19(0

COMPANY NAME

DIA[G|JU[P|A|[N E[L|E[C|T|R|I]C C|O[R|P|O[RJA[T]|I|O|N

PRINCIPAL OFFICE ( No./Street/ Barangay / City / Town / Province)

Al .|B]. FIE[R[N|JA|N|D|E]|Z S|T]. DIA|G|U|P[A|N

ClI|T|Y 214(0(0

Form Type Department requiring the report Secondary License Type, If Applicable
A[A|F]|S C{[R|M]|D S|E|C

COMPANY INFORMATION

Company's email Address Company's Telephone Number Mobile Number
decorp@decorp.com.ph 632-374-2314 0928-506-6639
No. of Stockholders Annual Meeting (Month/Day) Fiscal Year (Month/Day)
54 3rd Tuesday of April 12/31

| CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number

| RENE L. LLAMES | | NA | | 6323742314 | | NA

| CONTACT PERSON's ADDRESS
3/F VERIA 1 BUILDING, 62 WEST AVENUE, QUEZON CITY 1104

Note 1 : In case of death, resgination or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated.

2 : All Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation’s records with the

Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation from liability
for its deficiencies.




Dagupan Electric Corporation and a
Subsidiary

Financial Statements
December 31, 2025, 2024 and 2023

and

Independent Auditors’ Report



DAGUPAN ELECTRIC CORPORATION
INDEX TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES

¢ Notarized Statement of Management’s Responsibility for Consolidated Financial Statements
e Report of Independent Auditors
e Consolidated Statement of Financial Position as at December 31, 2025 (With Comparative
Figures as at December 31, 2024)
e Consolidated Statement of Comprehensive Income for the Year Ended December 31, 2025
(With Comparative Figures for the Years Ended December 31, 2024 and 2023)
e Consolidated Statement of Changes in Equity for the Year Ended December 31, 2025 (With
Comparative Figures for the Years Ended December 31, 2024 and 2023)
e Consolidated Statement of Cash Flows for the Year Ended December 31, 2025 (With
Comparative Figures for the Years Ended December 31, 2024 and 2023)
e Notes to Consolidated Financial Statements
e Report of Independent Auditors on Supplementary Schedules
e Supplementary Schedules
o Schedule A. Financial Assets
o Schedule B. Amounts Receivable From Directors, Officers, Employees Related
Parties and Principal Stockholders (Other than Related Parties)
o Schedule C. Amounts Receivable From Related Parties which are Eliminated during
the Consolidation of Financial Statements
o Schedule D. Long-term Debt
o Schedule E. Indebtedness to Related Parties*
o Schedule F. Guarantees of Securities of Other Issuers*
o Schedule G. Capital Stock
e Supplementary Schedule of Reconciliation of Retained Earnings Available for Dividend
Declaration
e Supplementary Schedule on Financial Soundness Indicators
e Supplementary Schedule of External Auditor Fee — Related Information

*These schedules have been omitted because they are not applicable



3/F Veria 1 Building, 62 West Avenue, Quezon City 1104, Philippines Tel.: (63+2) 374-2134 Fax: (63+2) 371-4683 E-Mail: decorp@decorp.com.ph
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DAGUPAN ELECTRIC CORP.

D ECORP

We energ.'ze your vision.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR CONSOLIDATED FINANCIAL STATEMENTS

The management of Dagupan Electric Corporation (the Company) is responsible for the
preparation and fair presentation of the consolidated financial statements which comprise the
consolidated statements of financial position as at December 31, 2025 and 2024, and the
consolidated statements of comprehensive income, consolidated statements of changes in equity
and consolidated statements of cash flows for each of the three years in the period ended
December 31, 2025, 2024, and 2023 and notes to consolidated financial statements, including the
schedules attached therein, in accordance with Philippine Financial Reporting Standards (PFRS)
Accounting Standards and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends
to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

The Board of Directors reviews and approves the consolidated financial statements including the
schedules attached therein, and submits the same to the stockholders.

Diaz Murillo Dalupan and Company, the independent auditors appointed by the stockholders,
have audited the consolidated financial statements of the Company in accordance with Philippine
Standards on Auditing (PSA), and in their reports to the stockholders, have expressed its opinion
on the fairness of presentation upon completion of such audit.

Angel& Max;me L. Llaes-James

Chairperson

Rene L. Llames
President and CEO
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. . WE ARE AN INDEPENDENT MEMBER OF
D M D Diaz Muirillo HLB) THE GLOBAL ADVISORY
Dalupan and Company AND ACCOUNTING NETWORK

Independent Auditors’ Report

The Board of Directors and Stockholders

DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY
AB Fernandez St., Dagupan City

Province of Pangasinan

Opinion

We have audited the consolidated financial statements of Dagupan Electric Corporation (the “Parent
Company”) and its subsidiary (collectively referred to as the “Group”) which comprise the consolidated
statements of financial position as at December 31, 2025 and 2024, and the consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated statements of cash
flows for each of the three years in the period ended December 31, 2025, and notes, comprising material
accounting policies and other explanatory information.

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at December 31, 2025 and 2024, and its consolidated financial
performance and its consolidated cash flows for each of the three years in the period ended December 31,
2025 in accordance with Philippine Financial Reporting Standards (PFRS) Accounting Standards.

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSA). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent of the Group in accordance
with The Code of Ethics for Professional Accountants in the Philippines (Code of Ethics) together with the
ethical requirements that are relevant to our audits of the consolidated financial statements of public interest
entities in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated F inancial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with PFRS Accounting Standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Global Reach, Global Quality

Head Office - 7th Floor, Don Jacinto Building, De la Rosa comer Salcedo Sts., Legaspi Village, Makati City 1229 Philippines « Phone: +63(2) 8894 5892 / 8844 9421 | Fax: +63(2) 8618 1872
Cebu Office : Unit 504 Cebu Holdings Building, Cebu Business Park, Mabolo, Cebu City 6000 Philippines * Phone: +63(32) 415 8108 - 10/ Fax: +63(32) 232 8029

Davao Office : 3rd Floor Building B Plaza De Luisa, Ramon Magsaysay Avenue, Davao City 8000 Philippines « Phone/Fax; +63(82) 222 6636

Palawan Office : 2F MRC Building, Pineda Road, Brgy. San Pedro, Puerto Princesa City, Palawan 5300 Philippines * Phone +63(48) 716 1580

Website - www.dmdcpa.com.ph



Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with PSA will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with PSA, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control.

«  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

+  Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

«  Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.



We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audits.

Diaz Murillo Dalupan and Company

Tax Identification No. 003-294-822

BOA/PRC No. 0234, effective until June 23, 2026

SEC Accreditation No. 0234-SEC, Group A, issued on March 17, 2022, and valid for five years covering the
audit of 2021 to 2025 financial statements

BIR Accreditation No. 08-001911-000-2025, effective until March 11, 2028

YeXes B. lla

Partner

CPA Certificate No. 96749

Tax Identification No. 201-766-994

SEC Accreditation No. 96749, Group A, issued on August 12, 2021, and valid for five years covering the
audit of 2021 to 2025 financial statements

PTR No. 10771459, January 11, 2026, Makati City

BIR Accreditation No. 08-001911-004-2025, effective until March 11, 2028

May 14, 2026



DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY

Consolidated Statements of Financial Position

December 31
2023
(As Restated -
2025 2024 Note 21)
ASSETS
Noncurrent Assets
Utility plant and equipment - note 4 £3,903,272,803 P3.878,693,425 P3,846,754,440
Other property and equipment - note 5 77,701,463 85,820,987 85,133,271
Financial asset at fair value through
other comprehensive income (FVOCI) - note 6 152,000,000 152,000,000 152,000,000
Deferred tax assets - note 21 31,533,386 28,005,805 25,974,360
4,164,507,652  4,144,520,217  4,109,862,071
Current Assets
Cash and cash equivalents - note 7 2,496,427,452  2,179,835,214 886,889,217
Trade and other receivables (net) - note 8 610,407,131 634,507,090 518,273,759
Financial assets at fair value through
profit or loss (FVPL) - note 9 67,293,451 184,270,387 175,202,414
Inventories - note 10 103,447,214 116,360,969 82,676,821
Prepayments and other current assets - note 11 35,818,193 66,010,338 76,741,108
3,313,393,441  3,180,983,998  1,739,783,319
TOTAL ASSETS P7,477,901,093 £7.325,504,215 £5.849.645,390
EQUITY AND LIABILITIES
Equity
Capital stock - note 15 $1,466,200,000 ?1.466,200,000 £1,246,200,000
Additional paid-in capital - note 15 1,141,724,320  1,141,724,320 189,124,320
Revaluation reserve - notes 4 and 5 1,427,084,216 1,496,194,882 1,565,305,548
Remeasurement gain on retirement benefits - note 18 2,962,764 2,962,764 2,962,764
Retained earnings - note 14 1,845,200,562 1,550,957,608 1,231,949,018
Equity attributable to equity holders of the Parent Company  5,883,171,862  5,658,039,574  4,235,541,650
Non-controlling interests (38,687) - -
5,883,133,175  5,658,039,574  4,235,541,650
Current Liabilities
Trade and other payables - note 12 651,186,918 703,472,335 636,270,081
Income tax payable 25,099,678 36,880,605 46,152,716
676,286,596 740,352,940 682,422,797
Noncurrent Liabilities
Customers' deposits - note 13 339,701,607 337,846,798 334,924,529
Deferred tax liability - note 21 477,700,457 503,004,339 523,774,234
Retirement benefits obligation - note 18 101,079,258 86,260,564 72,982,180
918,481,322 927,111,701 931,680,943
TOTAL EQUITY AND LIABILITIES P7,477,901,093 $£7.325,504,215 $5,849,645,390

(The accompanying notes are an integral part of these consolidated financial statements.)



DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY

Consolidated Statements of Comprehensive Income

Years Ended December 31
2025 2024 2023
REVENUES - note 17 £3,969,568,366 P4,207,205,636 P4,044,639,397

OPERATING EXPENSES
Purchased power - note 22

3,003,361,857  3,165,229,972

3,076,631,467

Operations and maintenance - note 19 296,434,975 313,306,750 270,232,453
Depreciation - notes 4 and 5 208,482,629 207,254,971 201,061,732
Taxes other than income tax - note 19 54,205,193 67,767,335 23,948,304
3,562,484,654  3,753,559,028  3,571,873,956
INCOME FROM OPERATIONS 407,083,712 453,646,608 472,765,441
OTHER INCOME (Net) - note 20 71,451,863 66,107,568 41,829,226
INCOME BEFORE INCOME TAX 478,535,575 519,754,176 514,594,667
PROVISION FOR INCOME TAX - note 21 128,979,137 144,064,178 142,551,266
NET INCOME 349,556,438 375,689,998 372,043,401
OTHER COMPREHENSIVE INCOME
Not to be reclassified to profit or loss in the subsequent periods
Remeasurement gain on retirement benefits, net of tax - note 18 - - 8,833,111
TOTAL COMPREHENSIVE INCOME $349,556,438  £375,689,998  P380,876.512
Total Comprehensive Income Attributable to:
Equity holders of the Parent Company $349,595,125 P- P-
Non-controlling interest (38,687) - -
$349,556,438 P- P-
Earnings Per Share Attributable to
Equity Holders of the Parent Company - note 23 $23.84 P25.62 £29.85

(The accompanying notes are an integral part of these consolidated financial statements.)



DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY

Consolidated Statements of Changes in Equity
For the Years Ended December 31, 2025, 2024 and 2023

Equity Attributable to Equity Holders of the Parent Company

Remeasurement Equity
Gain (Loss) on  Appropriated Attributable to
Revaluation Retirement Retained Equity Holders of Non-
Capital Stock Additional Paid- Reserve Benefits Earnings Unappropriated the Parent controlling
- note 15 in Capital - notes 4 and 5 - note 18 - note 14 Retained Earnings Company  Interests Total Equity
Balance at January 1, 2023, as previously stated P1,246,200,000 P189,124,320 P1,618,731,957 ($5,870,347)  $400,000,000 P1,967,758,063 P5,415,943,993 P- P5,415,943,993
Prior period adjustment - note 21 - - 15,684 257 - - - 15,684 257 - 15,684,257
Balance at January 1, 2023, as restated 1,246,200,000 189,124,320 1,634,416,214 (5,870,347) 400,000,000 1,967,758,063 5,431,628,250 - 5,431,628.250
Comprehensive income:
Net income - - - - - 372,043,401 372,043,401 - 372,043,401
Other comprehensive income, net of tax - - - 8,833,111 - - 8,833,111 - 8833111
Total comprehensive income for the year - - - 8,833,111 - 372,043,401 380,876,512 - 380,876,512
Transaction with owners of the Parent Company:
Cash dividend declared - - - - - (1,600,000,000) (1,600,000,000) - (1,600,000,000)
Others:
Depreciation on appraisal increase transferred to
unappropriated retained earnings - - (92,147,554) - - 92,147,554 - - -
Income tax effect on the revaluation increment charged
to operations through additional depreciation charges - - 23,036,888 - - - 23,036,888 - 23,036,888
Transfer to unappropriated retained earnings - - - - (400,000,000) 400,000,000 - - -
Appropriation of retained earnings - - - - 400,000,000 (400,000,000) - - -
Total others - - (69,110,666) - - 92,147,554 23,036,888 - 23,036,888
Balance at December 31, 2023 P1,246,200,000 P189,124,320  P1,565,305,548 2,962,764 400,000,000 831,949,018 P4,235,541,650 P- $4,235,541,650
Balance at January 1, 2024 £1,246,200,000 £189,124,320  $1,565,305,548 $2,962,764 £400,000,000 £831,949,018 $4,235,541,650 P- £4,235,541,650
Comprehensive income:
Net income - - - - - 375,689,998 375,689,998 - 375,689,998
Transactions with owners of the Parent Company:
Issuance of capital stock through public offering 220,000,000 952,600,000 - - - - 1,172.,600,000 - 1,172.600,000
Cash dividend declared - - - - - (148,828,962) (148,828,962) - (148,828,962)
Total transaction with owners of the Parent Company 220,000,000 952,600,000 - - - (148,828,962) 1,023,771,038 - 1,023,771,038
Others:
Depreciation on appraisal increase transferred to
unappropriated retained earnings - - (92,147,554) - - 92,147,554 - - -
Income tax effect on the revaluation increment charged
to operations through additional depreciation charges - - 23,036,888 - - - 23,036,888 - 23,036,888
Transfer to unappropriated retained earnings - - - - (400,000,000) 400,000,000 - - -
Total others - - (69,110,666) - (400,000,000) 492,147,554 23,036,888 - 23,036,888
Balance at December 31, 2024 £1,466,200,000 P1,141,724,320  $1,496,194,882 $2,962,764 P- £1,550,957,608 P5,658,039,574 P- $5,658,039,574




DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY
Consolidated Statements of Changes in Equity
For the Years Ended December 31, 2025, 2024 and 2023

Equity Attributable to Equity Holders of the Parent Company

Remeasurement Equity
Gain (Loss) on  Appropriated Attributable to
Revaluation Retirement Retained Equity Holders of Non-
Capital Stock Additional Paid- Reserve Benefits Earnings Unappropriated the Parent controlling
- note 15 in Capital - notes 4 and 5 - note 18 - note 14 Retained Earnings Company  Interests Total Equity
Balance at January 1, 2025 £1,466,200,000 P1,141,724,320 P1,496,194,882 $2,962,764 P- £1,550,957,608 P5,658,039,574 P- P5,658,039,574
Comprehensive income:
Net income (loss) - - - - - 349,595,125 349,595,125 (38,687) 349,556,438
Transaction with owners of the Parent Company:
Cash dividend declared - - - - - (147,499,725) (147,499,725) - (147,499,725)
Others:
Depreciation on appraisal increase transferred to
unappropriated retained earnings - - (92,147,554) - - 92,147,554 - - -
Income tax effect on the revaluation increment charged
to operations through additional depreciation charges - - 23,036,888 - - - 23,036,888 - 23,036,888
Total others - - (69,110,666) - - 92,147,554 23,036,888 - 23,036,888
Balance at December 31, 2025 £1,466,200,000  P1,141,724,320  P1,427,084,216 $2,962,764 P- £1,845,200,562 P5,883,171,862  (P38,687)  P5,883,133,175

(The accompanying notes are an integral part of these consolidated financial statements.)



DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY
Consolidated Statements of Cash Flows

Years Ended December 31
2025 2024 2023
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax P478,535,575 $519,754,176 £514,594,669
Adjustments for:
Depreciation - notes 4 and 5 208,482,629 207,254,971 201,061,732
Retirement benefit expense - note 18 14,818,694 15,918,363 12,386,259
Provision for ECL - note 8 1,644,623 2,631,403 -
Unrealized fair value (gain) loss on financial assets at FVPL - note 9 466,210 (9,067,973) -
Realized fair value gain on financial assets at FVPL - note 9 (2,933,624) - -
Interest expense - note 13 158,158 163,563 169,492
Interest income - notes 7 and 9 (57,413,696) (49,104,663) (34,336,988)
Dividend income - note 6 (5,124,000) (5,336,000) (5,632,000)
Franchise tax - 24,907,976 4,026,762
Gain on sale of transportation equipment - note 5 - (312,500) -
Operating income before working capital changes 638,634,569 706,809,316 692,269,926
Decrease (increase) in:
Trade and other receivables 22,455,336 (118,864,734) 236,643,889
Inventories 12,913,755 (33,684,148) 14,294,600
Prepayments and other current assets 30,192,145 10,730,770 (19,114,350)
Increase (decrease) in:
Trade and other payables (52,285,417) 67,202,254 (64,923,368)
Customers' deposits 1,854,809 2,922,269 1,121,578
Cash generated from operations 653,765,197 635,115,727 860,292,275
Interest and dividend received - notes 6, 7 and 9 62,537,696 54,440,663 39,968,988
Contributions to retirement plan - note 18 - (2,639,979) (328,528)
Franchise tax paid - note 12 - (24,907,976) (4,026,762)
Income tax paid (146,554,639) (153,100,741) (98,879,505)
Interest paid - note 13 (158,158) (163,563) (169,492)
Net cash provided by operating activities 569,590,096 508,744,131 796,856,976
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment - notes 4 and 5 (224,942,483) (239,881,672) (226,935,231)
Proceeds from disposal of financial assets at FVPL - note 9 119,444,350 - 95,000,000
Proceeds from sale of transportation equipment - note 5 - 312,500 -
Net cash used in investing activities (105,498,133) (239,569,172) (131,935,231)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of shares - note 15 - 1,172,600,000 -
Cash dividend paid - note 14 (147,499,725) (148,828,962) (1,600,000,000)
Net cash provided by (used in) investing activities (147,499,725)  1,023,771,038  (1,600,000,000)
NET INCREASE (DECREASE)
IN CASH AND CASH EQUIVALENTS 316,592,238 1,292,945,997 (935,078,255)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR  2,179,835,214 886,889,217 1,821,967,472

CASH AND CASH EQUIVALENTS AT END OF YEAR - note 7 $2,496,427,452

$2,179,835.214

P886.889.217

(The accompanying notes are an integral part of these consolidated financial statements.)



DAGUPAN ELECTRIC CORPORATION
Notes to Consolidated Financial Statements
As at and for the Years Ended December 31, 2025, 2024 and 2023

1. CORPORATE INFORMATION

Dagupan Electric Corporation (the “Parent Company”) was incorporated in the Philippines on
May 30, 1961. On May 20, 2008, the Securities and Exchange Commission (SEC) approved the
amendment of the Articles of Incorporation of the Parent Company extending its corporate life
for another 50 years from May 20, 2011. The Parent Company is majority owned by a group of
Filipino individuals.

The Parent Company is engaged in the distribution of electricity and is granted with a
legislative franchise to operate and provide service in certain areas in the province of
Pangasinan by virtue of Republic Act (R.A.) No. 9969, enacted by the Congress of the
Philippines on February 6, 2010, entitled “An Act Amending R.A. No. 3221, Granting a
Franchise to Dagupan Electric Corporation to Construct, Operate and Maintain a Distribution
System for the Conveyance of Electric Power to the End-Users in the City of Dagupan, the
Municipalities of Calasiao, Sta. Barbara, San Fabian, San Jacinto and Manaoag, and Barangays
Bolingit and Cruz in the City of San Carlos, all in the Province of Pangasinan, and Renewing/
Extending the Term of the Franchise to Another Twenty-Five (25) Years from the Date of the
Approval of this Act”. The Act became effective on February 27, 2010.

As a distribution utility, the Parent Company is subject to the regulations and rate-making
policies of the Energy Regulatory Commission (ERC). Billings of the Parent Company to
customers are itemized or “unbundled” into a number of bill components that reflect the various
activities and costs incurred in electricity distribution. The adjustment to each bill component is
governed by mechanisms promulgated and enforced by the ERC (see Note 17).

Pursuant to Section 43(t) of R.A. 9136 and Rule 3, Section 4(m) of the IRR, the Parent
Company offered and sold to the public 15% of its common shares following the SEC’s
approval of the Parent Company’s registration of its shares for public offering on December 27,
2023 (see Note 27).

The registered principal address of the Parent Company is AB Fernandez St., Dagupan City,
Province of Pangasinan.

Consolidated Subsidiary

The consolidated financial statements include the accounts of the Parent Company and
DECORP Renewables Inc. (the “Subsidiary”), collectively referred to as “the Group”.

DECORP Renewables Inc., a 99.14%-owned subsidiary of the Parent Company was
incorporated on June 4, 2025 to develop, operate and manage renewable energy projects that
generate sustainable power from renewable sources such as but not limited to solar, wind,
hydro, and biomass, with the aim of reducing carbon emissions, advancing energy efficiency,
and promoting environmental sustainability. Its registered principal address is Room 201, Veria
I Building, 62 West Avenue, West Triangle, Quezon City.
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The consolidated financial statements were approved and authorized for issue by the Board of
Directors (BOD) on May 14, 2026.

SUMMARY OF MATERIAL ACCOUNTING POLICIES
The material accounting policies that have been used in the preparation of the consolidated
financial statements are summarized below. The policies have been consistently applied to all

the years presented, unless otherwise stated.

Statement of Compliance

The consolidated financial statements have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS) Accounting Standards. The term PFRS in general
includes all applicable PFRS, Philippine Accounting Standards (PAS) and Philippine
Interpretations which have been approved by the Financial and Sustainability Reporting
Standards Council (FSRSC) and adopted by SEC.

Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis except for
utility, plant and equipment and other property and equipment which are stated at revalued
amount and financial assets at fair value through profit or loss (FVPL) and financial assets at
fair value through other comprehensive income (FVOCI).

The consolidated financial statements are presented in Philippine peso (P), the Group’s
functional currency. All amounts are rounded to the nearest peso except when otherwise

indicated.

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Parent Company
and its subsidiary. Control is achieved when the Group has (a) power over the investee, (b) is
exposed, or has rights, to variable returns from its involvement with the investee and (c) has the
ability to use its power to affect its returns. The Group reassesses whether or not it controls an
investee, if facts and circumstances indicate that there are changes to one or more of these three
elements of control.

When the Group has less than a majority of the voting or similar rights of an investee, it
considers that it has power over the investee when the voting rights are sufficient to give it the
practical ability to direct the relevant activities of the investee unilaterally. The Group considers
all relevant facts and circumstances in assessing whether it has power over an investee,
including (a) the contractual arrangement with the other vote holders of the investee (b) rights
arising from other contractual arrangements; and (c) the Group’s voting rights and potential
voting rights.

The Subsidiary is consolidated from the date of acquisition, being the date on which the Parent
Company obtains control, and continues to be consolidated until the date when such control
ceases. Assets, liabilities, income and expenses of the Subsidiary are included in the
consolidated financial statements from the date the Parent Company gains control until the date
when the Parent Company ceases to control the Subsidiary.
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Profit or loss and each component of other comprehensive income are attributable to equity
holders of the Parent of the Group and to non-controlling interests, even if this results in the
non-controlling interests having a deficit balance.

The financial statements of the Subsidiary are prepared for the same reporting period as the
Parent Company, using uniform accounting policies for like transactions and other events in
similar circumstances. All intergroup balances and transactions including intercompany profits
and losses are eliminated in full in the consolidation.

Non-controlling interest represents the portion of profit or loss and net assets not owned by the
Parent Company and are presented in the consolidated statements of comprehensive income and
within equity in the consolidated statements of financial position, separately from equity
attributable to equity holders of the Parent Company. The non-controlling stockholder’s share in
losses of the subsidiary is limited to the investment made. Any additional losses are for the
account of the Parent Company.

If the Parent Company loses control over a subsidiary, it derecognizes the related assets
(including goodwill), liabilities, non-controlling interests and other components of equity while

any resultant gain or loss is recognized in profit or loss.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial years except
for the amended PFRS below which is mandatorily effective for annual periods beginning on or
after January 1, 2025.

Lack of Exchangeability (Amendments to PAS 21). The amendment introduces requirements to
assess when a currency is exchangeable into another currency and when it is not. The
amendment requires an entity to estimate the spot exchange rate when it concludes that a
currency is not exchangeable into another currency. The amendment is effective for annual
periods beginning on or after January 1, 2025, with earlier application permitted. The
amendment does not have a material impact on the consolidated financial statements.

New accounting standards and amendments to existing standards effective subsequent to
January 1, 2025

Standards issued but not yet effective up to the date of the consolidated financial statements are
listed below. These amendments to standards issued are those that the Group reasonably expects
to have an impact on disclosures, financial position or performance when applied at a future
date. The Group intends to adopt these standards when they become effective.

Amendments to the Classification and Measurement of Financial Instruments (Amendments to
PFRS 9 and PFRS 7). The amendments address matters identified during the post-
implementation review of the classification and measurement requirements of PFRS 9,
Financial Instruments.
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The amendments include:

a)

b)

derecognition of financial liability settled through electronic transfer - The amendments to
the application guidance of PFRS 9 permit an entity to deem a financial liability (or part of
it) that will be settled in cash using an electronic payment system to be discharged before
the settlement date if specified criteria are met. An entity that elects to apply the
derecognition option would be required to apply it to all settlements made through the same
electronic payment system.

classification of financial assets - The amendments provide guidance on how an entity can
assess whether contractual cash flows of a financial asset are consistent with a basic lending
arrangement, enhance the description of the term ‘non-recourse’, and clarify the
characteristics of contractually linked instruments that distinguish them from other
transactions.

disclosures - The requirements in PFRS 7 are amended for disclosures that an entity
provides in respect of investments in equity instruments designated at fair value through
other comprehensive income. The amendments also require the disclosure of contractual
terms that could change the timing or amount of contractual cash flows on the occurrence
(or non-occurrence) of a contingent event that does not relate directly to changes in basic
lending risks and costs.

The amendments also include amendments to PFRS 19, Subsidiaries without Public
Accountability: Disclosures, which limit the disclosure requirements for qualifying subsidiaries.

The amendments are effective for reporting periods beginning on or after January 1, 2026, with
earlier application permitted.

Annual Improvements to PFRS Accounting Standards — Volume 11

Hedge accounting by a first-time adopter (Amendment to PFRS 1 First-time Adoption of
International Financial Reporting Standards). The amendment addresses a potential
confusion arising from an inconsistency in wording between paragraph B6 of PFRS 1 and
requirements for hedge accounting in PFRS 9 Financial Instruments.

Gain or loss on derecognition (Amendment to PFRS 7 Financial Instruments: Disclosures).
The amendment addresses a potential confusion in paragraph B38 of PFRS 7 arising from
an obsolete reference to a paragraph that was deleted from the standard when PFRS 13 Fair
Value Measurement was issued.

Disclosure of deferred difference between fair value and transaction price (Amendment to
PFRS 7 Financial Instruments: Implementation Guidance). The amendment addresses an
inconsistency between paragraph 28 of PFRS 7 and its accompanying implementation
guidance that arose when a consequential amendment resulting from the issuance of PFRS
13 was made to paragraph 28, but not to the corresponding paragraph in the implementation
guidance.

Introduction and credit risk disclosures (Amendment to PFRS 7 Financial Instruments:
Implementation Guidance). The amendment addresses a potential confusion by clarifying in
paragraph IG1 that the guidance does not necessarily illustrate all the requirements in the
referenced paragraphs of PFRS 7 and by simplifying some explanations.
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® Lessee derecognition of lease liabilities (Amendment to PFRS 9 Financial Instruments).
The amendment addresses a potential lack of clarity in the application of the requirements
in PFRS 9 to account for an extinguishment of a lessee’s lease liability that arises because
paragraph 2.1(b)(ii) of PFRS 9 includes a cross-reference to paragraph 3.3.1, but not also to
paragraph 3.3.3 of PFRS 9.

e Transaction price (Amendment to PFRS 9 Financial Instruments). The amendment
addresses a potential confusion arising from a reference in Appendix A to PFRS 9 to the
definition of ‘transaction price’ in PFRS 15 Revenue from Contracts with Customers while
term ‘transaction price’ is used in particular paragraphs of PFRS 9 with a meaning that is
not necessarily consistent with the definition of that term in PFRS 15.

® Determination of a ‘de facto agent’ (Amendment to PFRS 10 Consolidated Financial
Statements). The amendment addresses a potential confusion arising from an inconsistency
between paragraphs B73 and B74 of PFRS 10 related to an investor determining whether
another party is acting on its behalf by aligning the language in both paragraphs.

o Cost method (Amendment to PAS 7 Statement of Cash Flows). The amendment addresses a
potential confusion in applying paragraph 37 of PAS 7 that arises from the use of the term
‘cost method’ that is no longer defined in PFRS Accounting Standards.

The amendments and improvements are effective for annual periods beginning on or after
January 1, 2026, with earlier application permitted. The Group is still in the process of assessing
the impact of the amendments and improvements.

PFRS 18, Presentation and Disclosure in Financial Statements. This standard supersedes PAS
1, Presentation of Financial Statements, and sets out requirements for the presentation and
disclosure of information in general purpose financial statements (financial statements) to help
ensure they provide relevant information that faithfully represents an entity’s assets, liabilities,
equity, income, and expenses. The standard requires an entity to clearly identify the financial
statements, which must be distinguished from other information in the same published
document, as well as each primary financial statement, and the notes to the financial statements.
In addition, the following information must be displayed prominently and repeated as
necessary:

the name of the reporting entity and any change in the name

whether the financial statements are a group of entities or an individual entity
information about the reporting period

the presentation currency (as defined by PAS 21, The Effects of Changes in Foreign
Exchange Rates)

e the level of rounding used (e.g., thousands, millions).

Retrospective application of the standard is mandatory for annual reporting periods starting
from January 1, 2027 onwards, but earlier application is permitted.

PFRS 18 supersedes PAS 1, carrying forward many of the requirements in PAS 1 unchanged
and complementing them with new requirements with movements on certain paragraphs into
PAS 8 and PFRS 7. Furthermore, there were minor amendments to PAS 7 and PAS 33 earnings
per share. The new standard introduces new requirements to:

e present specified categories and defined subtotals in the statements of profit or loss
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e provide disclosures on management-defined performance measures (MPMs) in the
notes to the financial statements
e improve aggregation and disaggregation.

The amendment is effective for annual periods beginning on or after January 1, 2027, with
earlier application permitted. The amendments to PAS 7 and PAS 33, as well as the revised
PAS 8 and PFRS 7, become effective when an entity applies PFRS 18. The management
anticipates that the application of these amendments may have an impact on the consolidated
financial statements in future periods.

The Group continues to assess the impact of the above new, amended, and improved accounting
standards and interpretations that are effective subsequent to January 1, 2025, on its
consolidated financial statements in the period of initial application. Additional disclosures
required by these amendments will be included in the consolidated financial statements when
these amendments are adopted.

Material Accounting Policies

The principal accounting policies adopted in the preparation of the consolidated financial
statements are as follows:

Utility Plant and Equipment and Other Property and Equipment

The Group’s utility plant and equipment and other property and equipment (fixed assets) are
initially measured at cost. The initial cost comprises its purchase price, including import duties
and non-refundable purchase taxes and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditures incurred after the fixed assets
have been put into operation, such as repairs and maintenance and overhaul costs, are normally
charged to profit or loss in the period when the costs are incurred. Land is stated at cost less any
impairment in value.

Subsequently, fixed assets are carried at revalued amounts which are the fair values at the date
of revaluation, as determined by independent appraisers, less subsequent accumulated
depreciation and any accumulated impairment losses. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The appraisal was performed by an independent firm of
appraisers and the significant assumptions used by the appraiser are disclosed in Notes 4 and 5.

If the assets’ carrying amount is increased as a result of a revaluation, the increase is recognized
in other comprehensive income and accumulated in equity under the heading “Revaluation
reserve”. However, the increase shall be recognized in profit or loss to the extent that it reverses
a revaluation decrease of the same asset previously recognized in profit or loss. If the assets’
carrying amount is decreased as a result of a revaluation, the decrease shall be recognized in
profit or loss. However, the decrease shall be recognized in other comprehensive income to the
extent of any credit balance existing in the revaluation reserve in respect of that asset. The
decrease recognized in other comprehensive income reduces the amount accumulated in equity
under the heading “Revaluation reserve”. Annually, an amount from the revaluation reserve is
transferred to retained earnings for the depreciation relating to the revaluation.
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Revaluations are performed to ensure that the carrying amount does not differ materially from
that which would be determined using fair value at the reporting date. The Group engages an
independent appraiser to perform revaluation of its utility plant and equipment and other
property and equipment every five years, or earlier if there were circumstances that would affect
the valuation of the fixed assets significantly.

Depreciation is computed on a straight-line method over the following estimated useful lives:

Number of Years

Utility plant and equipment:

Buildings and improvements 30

Distribution 25-45

Tools and equipment 10
Other property and equipment:

Office furniture and equipment 5-10

Transportation equipment

Construction in progress represents properties under construction and is stated at cost. This
includes the cost of construction, applicable borrowing cost and other direct costs. The account
is not depreciated until such time that the assets are completed and available for use. A fixed
asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

The depreciation method, residual values and estimated useful lives of utility plant and
equipment and other property and equipment are reviewed and adjusted, if appropriate, at each
reporting date.

An item of utility plant and equipment and other property and equipment is derecognized when
either it has been disposed of or when it is permanently withdrawn from use and no future
economic benefits are expected from its use or disposal. Any gain or loss arising on the
retirement and disposal of an item of utility plant and equipment and other property and
equipment (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the period of retirement or disposal. Upon
disposal, any revaluation reserve relating to the particular asset being sold is transferred to
retained earnings.

Impairment of Non-financial Assets

The Group assesses the utility plant and equipment and other property and equipment at each
reporting date whether there is an indication that the asset may be impaired. All individual
assets or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). As a result, some assets are tested
individually for impairment and some are tested at cash-generating unit level. An impairment
loss is recognized for the amount by which the asset or cash-generating unit’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of fair value, reflecting
market conditions less cost to sell, and value in use, based on an internal evaluation of
discounted cash flow. Impairment loss is charged to the assets in the cash-generating unit.
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All fixed assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist and the carrying amount of the asset is adjusted to the
recoverable amount resulting in the reversal of the impairment loss.

Financial Instruments

a. Initial recognition, measurement and classification of financial instruments

The Group recognizes financial assets and financial liabilities in the consolidated statements of
financial position when it becomes a party to the contractual provisions of the instrument.
Purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the market place are recognized on the settlement
date.

With the exception of trade receivables that do not contain a significant financing component,
financial assets and financial liabilities are recognized initially at fair value including
transaction costs, except for those financial assets and liabilities at FVPL where the transaction
costs are charged to expense in the period incurred. Trade receivables that do not contain a
significant financing component are recognized initially at their transaction price. The Group
classifies its financial assets as subsequently measured at amortized cost, FVOCI and FVPL.

The classification of debt instruments at amortized cost or at FVOCI depends on the financial
asset’s contractual cash flow characteristics and the Group’s business model for managing the
financial assets. The Group’s business model is determined at a level that reflects how groups of
financial assets are managed together to achieve a particular business objective. The Group’s
business model determines whether cash flows will result from collecting contractual cash
flows, selling financial assets or both.

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information.

Upon initial recognition, the Group may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity investment that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

The Group classifies its financial liabilities as subsequently measured at amortized cost using
the effective interest method or at FVPL.

Financial Assets at Amortized Cost

Financial assets are measured at amortized when both of the following conditions are met:

e the financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows; and

e the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.
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After initial measurement, financial assets at amortized cost are subsequently measured using
the effective interest method less allowance for impairment. Gains and losses are recognized in
the consolidated statements of comprehensive income when the financial assets at amortized
cost are derecognized, modified or impaired. These financial assets are included in current
assets if maturity is within 12 months from the end of reporting period. Otherwise, these are
classified as noncurrent assets.

The Group’s financial assets at amortized cost comprise cash and cash equivalents, trade and
other receivables and security deposits under prepayments and other current assets (see Notes 7,
8and 11).

Trade receivables are amounts due from the Group’s customers for the power supplied to the
customers and other related services performed in the ordinary course of business.

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term.

Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost or at FVOCI, debt instruments
may be designated at FVPL on initial recognition if doing so eliminates or significantly reduces
the measurement or recognition inconsistency and produce more relevant information. Financial
assets at FVPL are carried in the consolidated statements of financial position at fair value with
net changes in fair value recognized in the profit or loss.

As at December 31, 2025 and 2024, the financial assets at FVPL include unit investment trust
funds and mutual funds that are not considered equity instruments designated at FVOCI and do
not meet the amortized cost criteria (see Note 9).

Equity Instruments Designated at FVOCI

Upon initial recognition, the Group may make an irrevocable election to present in other
comprehensive income changes in the fair value of an equity instrument that is not held for
trading. The classification is determined on an instrument-by-instrument basis.

When the equity instrument is derecognized, the cumulative gain or loss previously recognized
in other comprehensive income is not subsequently reclassified to profit or loss but is
transferred to retained earnings. Equity instruments designated at FVOCI are not subject to
impairment assessment. These financial assets are classified as noncurrent assets.

As at December 31, 2025 and 2024, the Group’s equity instruments at FVOCI consist of
investment in unquoted equity shares of a private company (see Note 6).
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b. Determination of Fair Value

The Group classifies its fair value measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the
following levels:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

e Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level
2); and

e Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3).

The fair value of financial instruments traded in active markets is based on quoted market prices
at the reporting date. A market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly occurring market transactions on an
arm’s length basis.

The fair value of financial instruments that are not traded in an active market (for example,
over-the-counter derivatives) is determined by using valuation techniques. These valuation
techniques maximize the use of observable market data where it is available and rely as little as
possible on entity specific estimates. If all significant inputs required to fair value of an
instrument are observable, the instrument is included in level 2. If one or more of the significant
inputs is not based on observable market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

e Quoted market prices or dealer quotes for similar instruments.

e The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves.

e The fair value of forward foreign exchange contracts is determined using forward exchange
rates at the reporting date, with the resulting value discounted back to present value.

e Other techniques, such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments.

The Group’s financial assets at FVPL, which consist of unit investment trust funds and mutual
funds and financial assets at FVOCI, are measured at fair value. Fair value disclosures are
presented in Note 26.

“Day 1" Difference

When the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value (a “Day 17 difference) in the statements of
comprehensive income unless it qualifies for recognition as some other type of asset or liability.
In cases where use is made of data which is not observable, the difference between the
transaction price and model value is only recognized in the statements of comprehensive
income when the inputs become observable or when the instrument is derecognized.

For each transaction, the Group determines the appropriate method of recognizing the “Day 17
difference amount.
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Financial Liabilities at Amortized Cost

Financial liabilities that are not contingent consideration of an acquirer in a business
combination, held for trading, or designated as at FVPL, are measured subsequently at
amortized cost using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial
liability and allocating interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the amortized cost of a financial liability.

Financial liabilities at amortized cost include trade and other payables (except statutory
payables) and customers’ deposits (see Notes 12 and 13).

Trade payables are obligations to pay for goods and services that have been acquired in the
ordinary course of business from suppliers. Other payables include non-trade payable and
accrued expenses.

Customers’ deposits are recognized upon receipt from customers and are measured at fair value
of the consideration received. This is composed of bill, pole attachment and cost of line
extension (COLE) deposit that serves as guarantee of customers. The customers’ deposits are
measured subsequently at amortized cost after the initial recognition. The customers’ deposits
are derecognized upon return to customers in accordance with regulations and contracts entered
by the parties. Customers’ deposits are classified as current liabilities if return to customers is
due within one year or less; otherwise, these are presented as noncurrent liabilities.

c. Impairment of Financial Assets

The Group recognizes allowance for estimated credit losses (ECL) for all debt instruments that
are measured at amortized cost or at FVOCI and trade and other receivables. ECLs are a
probability-weighted estimate of credit losses over the expected life of the financial asset. Credit
losses are the difference between the contractual cash flows due in accordance with the contract
and all the cash flows that the Group expects to receive, discounted at the original effective
interest rate. The expected cash flows include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

The Group assesses at each end of the reporting period whether the credit risk on a financial
asset has increased significantly since initial recognition. For those credit exposures for which
there has been a significant increase in credit risk since initial recognition, a loss allowance is
measured at an amount equal to the lifetime ECLs. For credit exposures for which there has not
been a significant increase in credit risk since initial recognition, a loss allowance is measured at
an amount equal to 12-month ECLs. Lifetime ECL represents the expected credit losses that
will result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
period.
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For trade receivables, the Group applies a simplified approach in calculating ECLs. The Group
recognizes a loss allowance based on lifetime ECLs at the end of each reporting period. The
ECLs on these financial assets are estimated using a provision matrix based on the Group’s
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and
the economic environment, including time value of money where appropriate.

When the credit risk on financial instruments for which lifetime ECLs have been recognized
subsequently improves, and the requirement for recognizing lifetime ECLs is no longer met, the
loss allowance is measured at an amount equal to 12-month ECL at the current reporting period,
except for assets for which a simplified approach was used.

The Group recognizes impairment loss (reversals) in profit or loss for all financial assets with a
corresponding adjustment to their carrying amount through a loss allowance account.

Significant Increase in Credit Risk

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Group compares the risk of a default occurring on the financial
instrument at the end of reporting period with the risk of a default occurring on the financial
instrument at the date of initial recognition. In making this assessment, the Group considers
both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or
effort. Forward-looking information considered includes the future prospects of the industries in
which the Group’s debtors operate, obtained from economic expert reports, financial analysts,
governmental bodies, relevant think-tanks and other similar organizations, as well as
consideration of various external sources of actual and forecast economic information that relate
to the Group’s core operations.

In particular, the following information is taken into account when assessing whether credit risk
has increased significantly since initial recognition:

e an actual or expected significant deterioration in the financial instrument’s external (if
available) or internal credit rating;

e significant deterioration in external market indicators of credit risk for a particular financial
instrument, e.g., the extent to which the fair value of a financial asset has been less than its
amortized cost;

e cxisting or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

e an actual or expected significant deterioration in the operating results of the debtor;

significant increases in credit risk on other financial instruments of the same debtor;

e an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on
a financial asset has increased significantly since initial recognition when contractual payments
are more than 30 days past due, unless the Group has reasonable and supportable information
that demonstrates otherwise.
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Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financial instrument is determined to have
low credit risk at the end of reporting period. A financial instrument is determined to have low
credit risk if:

e the financial instrument has a low risk of default;

e the debtor has a strong capacity to meet its contractual cash flow obligations in the near
term; and

e adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfill its contractual cash flow obligations.

The Group considers a financial asset to have low credit risk when the asset has external credit
rating of ‘investment grade’ in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of ‘performing’. Performing
means that the counterparty has a strong financial position and there is no past due amounts.
The Group regularly monitors the effectiveness of the criteria used to identify whether there has
been a significant increase in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit risk before the amount becomes
past due.

Definition of Default

The Group considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that financial assets that meet either of
the following criteria are generally not recoverable:

e when there is a breach of financial covenants by the debtor; or

e Information developed internally or obtained from external sources indicates that the debtor
is unlikely to pay its creditors, including the Group, in full (without taking into account any
collateral held by the Group).

Irrespective of the above analysis, the Group considers that default has occurred when a
financial asset is more than 90 days past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default criterion is more appropriate.

Credit-impaired Financial Assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on
the estimated future cash flows of that financial asset have occurred. Evidence that a financial
asset is credit-impaired includes observable data about the following events:

e significant financial difficulty of the issuer or the borrower;

e a breach of contract, such as a default or past due event;

e the lenders of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower concessions that the lenders would not
otherwise consider;

e it is becoming probable that the borrower will enter bankruptcy or other financial
reorganization; or

e the disappearance of an active market for that financial asset because of financial
difficulties.
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Write-off Policy

The Group writes off a financial asset when there is information indicating that the debtor is in
severe financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor
has been placed under liquidation or has entered into bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over one year past due, whichever occurs sooner.
Financial assets written-off may still be subject to enforcement activities under the Group’s
recovery procedures, taking into account legal advice where appropriate. Any recoveries made
are recognized in profit or loss.

d. Derecognition
Financial Asset

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized when:

e the right to receive cash flows from the asset has expired;

e the Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

e the Group has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Group has transferred its right to receive cash flows from an asset and has entered
into a “pass-through” arrangement, and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Group’s continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

Financial Liability

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such as exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amounts recognized in profit or loss.

e. Offsetting of Financial Instruments

Financial assets and liabilities are offset and the net amount is reported in the statements of
financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously.
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Inventories

Inventories, which consist of materials and supplies, are initially measured at cost and
subsequently stated at the lower of cost and net realizable value (NRV). Costs incurred in
bringing materials and supplies to their present location and condition are determined on the
first-in first-out method. NRYV is the current replacement cost of the asset.

When the inventories are sold, the carrying amount of inventories is recognized as an expense in
which the related revenue is recognized.

Prepayments and Other Current Assets

Prepayments are expenses paid in advance and recorded as asset before they are utilized.
Prepayments are apportioned over the period covered by the payment and charged to the
appropriate account in profit or loss when incurred. Prepayments that are expected to be
realized for not more than 12 months after the end of the reporting period are classified as
current asset; otherwise, these are classified as other noncurrent asset.

Other current assets represent advanced payment for the purchase of transmission lines and
rental deposits. This is recognized in the consolidated statements of financial position upon
payment and is measured at cost.

Input value added tax (VAT) is stated at cost less any impairment in value. Input VAT is the
indirect tax paid by the Group on the local purchase of goods or services from a VAT-registered
person. Input VAT is deducted from the output VAT in arriving at the VAT due and payable.
When the output tax exceeds the input tax, the difference is recognized as a current liability in
the consolidated statements of financial position. When the input tax exceeds the output tax, the
excess is carried over to the next reporting period and is recognized as an asset presented as
Input VAT in the consolidated statements of financial position. Allowance for unrecoverable
input VAT, if any, is maintained by the Group at a level considered adequate to provide for
potential uncollectible portion of the claims.

Equity

(a) Capital stock
Capital stock is measured at par value for all shares issued. Incremental costs directly
attributable to the issuance of new shares or options are shown in equity as deduction from
the proceeds, net of tax. The excess of proceeds from the issuance of shares over the par
value is credited to additional paid-in capital.

(b) Additional paid-in capital
Additional paid-in capital is the result of the Parent Company’s declaration of property
dividend out of treasury shares and the excess of the offer price over par value of the shares
issued to the public by way of an initial public offering, in which the SEC rendered the
application for registration of shares effective December 27, 2023.

(c) Retained earnings

Retained earnings represent accumulated earnings of the Group less dividends declared.
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Dividend is recognized as liability and deducted from retained earnings when declared and
approved by BOD while stock dividend is deducted from retained earnings when approved
by the BOD.

Revenue Recognition

Revenue is measured based on consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. Revenue from contracts with customers is
recognized when control of the goods or services are transferred to the customer at amount that
reflects the consideration to which the Group expects to be entitled in exchange for those goods
and services. The Group assesses its revenue arrangements against specific criteria to determine
if it is acting as principal or as an agent. The Group concluded that it is acting as principal in its
revenue arrangements. The Group recognizes revenue from the following sources:

Revenue from sale of electricity

Revenue is recognized upon supply of power to the customers and is stated at amount invoiced
to customers, inclusive of pass-through components, and net of VAT, discounts and/or rebates.
In addition, the following specific recognition criteria must be met before revenue is
recognized:

e Power has been distributed to customers whose consumptions are measured by the Parent
Company approved metering devices.

e Revenue estimation based on the average of historical consumption on cases of failure to
read measuring devices due to unforeseen events and other valid causes.

e Recognition coincides with the period of the power bill issued to customers.

The Uniform Filing Requirements (UFR) on the rate unbundling released by the ERC on
October 30, 2001 specified the following bill components: generation charge, transmission
charge, system loss charge, distribution charge, supply charge, metering charge and interclass
and lifeline subsidies. National value added tax and local franchise taxes, universal charges and
Feed-in Tariff Allowance (FIT-All) are also separately indicated in the customers’ billing
statements. VAT and local franchise taxes (which are billed and collected merely on behalf of
the national and local government), universal charges and FIT-All [which are billed and
collected merely on behalf of Power Sector Assets and Liabilities Management Corporation
(PSALM) and National Transmission Corporation (TransCo), respectively] do not form part of
the Parent Company’s revenues. The Parent Company’s revenues are adjusted for over/under
recoveries of pass-through charges.

Pole rental income
Rental income is accounted for on a straight-line basis over the lease term.
Interest income

Interest income is recognized as the interest accrues taking into account the effective yield of
the asset.

Other income

Other income is recognized when earned.
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Expense Recognition

Expenses are recognized in the consolidated statements of comprehensive income on the basis
of a direct association between the costs incurred and the earning of specific items of income;
on the basis of systematic and rational allocation procedures when economic benefits are
expected to arise over several accounting periods and the association can only be broadly or
indirectly determined; or immediately when expenditure produces no future economic benefits
or when, and to the extent that, future economic benefits do not qualify or cease to qualify, for
recognition in the consolidated statements of financial position as an asset.

Leases
Group as lessee

The Group entered into operating lease arrangements on its office space. The leases do not
transfer to the Group substantially all the risks and benefits of ownership of the assets. Lease
payments are recognized in profit or loss on a straight-line basis over the lease term. Associated
costs, such as maintenance and insurance, are expensed as incurred.

Group as lessor

The Group leased out its poles under operating lease agreements. Under the lease agreements,
the Group does not transfer substantially all the risk and benefits of ownership of the assets.
Rental income from the lease is recognized in profit or loss on a straight-line basis over the
lease term.

Direct cost incurred in negotiating an operating lease is added to the carrying amount of the
leased asset and is recognized over the lease term on the same basis as rental income.

Contingent rent is recognized as revenue in the period earned.

Related Party Relationships and Transactions

A related party transaction is a transfer of resources, services, or obligations between related
parties, regardless of whether a price is charged.

Parties are considered 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. Related parties may be individuals or corporate entities.

In considering each possible related party relationship, attention is directed to the substance of
the relationships, and not merely the legal form.

Current and Deferred Income Tax

The tax expense for the year comprises current and deferred tax. Tax is recognized in profit
or loss, except to the extent that it relates to items recognized in other comprehensive
income or directly in equity. In this case, the tax is also recognized in other comprehensive
income or directly in equity, respectively.
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The current income tax is calculated on the basis of the tax laws enacted or substantively
enacted at reporting date. Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

Deferred tax is recognized, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, deferred tax liabilities are not recognized if they arise from the
initial recognition of goodwill; deferred tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable income. Deferred tax is
determined using tax rates that have been enacted or substantively enacted by the reporting
date and are expected to apply when the related deferred tax asset is realized or the deferred tax
liability is settled.

The carrying amount of deferred tax assets is reviewed at each financial reporting date and
reduced to the extent that it is no longer probable that sufficient taxable income will be
available to allow all or part of the deferred tax assets to be utilized. Unrecognized deferred tax
assets are reassessed at each financial reporting date and are recognized to the extent that it has
become probable that future taxable income will allow all or part of the deferred tax assets to
be recovered.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Retirement Benefits

Short-term employee benefits

The Group recognizes a liability net of amounts already paid and an expense for services
rendered by employees during the accounting period that are expected to be settled wholly
before 12 months after the end of the reporting period. Short-term benefits given by the Group
to its employees include salaries and wages, fringe benefits, 13th month pay, Social Security
System (SSS), Philhealth and Home Development Mutual Fund (HDMF) contributions.

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

Retirement benefits obligation

Pension benefits are provided to employees through a defined benefit plan. The retirement plan
is generally funded through payments to a trustee bank determined by periodic actuarial
calculations. Typically, defined benefit plans define an amount of retirement benefit that an
employee will receive on retirement, usually dependent on one or more factors such as age,
years of service and compensation.

The net defined benefit liability or asset is the aggregate of the present value of the defined
benefit obligation at the end of the reporting period reduced by the fair value of plan asset, if any.
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The cost of providing benefits under the defined benefit plan is determined using the projected
unit credit method. The defined benefit cost comprises of the service cost, net interest on the
defined benefit liability or asset and the remeasurement of net defined benefit liability or asset.
Service cost which includes current service cost, past service cost and gains or losses on non-
routine settlements is recognized as expense in profit or loss. Past service cost is recognized when
plan amendment or curtailment occurs. Net interest on the net defined benefit liability or asset is
the change during the period in the net defined benefit liability or asset that arises from the
passage of time which is determined by applying the discount rate based on government bonds to
the net defined benefit liability or asset. Net interest on the net defined benefit liability or asset is
recognized as expense or income in profit or loss.

Remeasurement comprising actuarial gains and losses and return on plan asset (excluding net
interest on defined benefit liability) is recognized immediately in other comprehensive income in
the period in which they arise. Remeasurement is not reclassified to profit or loss in subsequent
periods. Remeasurement recognized in other comprehensive income account. The difference
between the interest income component of net interest and the actual return on plan asset is
recognized in other comprehensive income.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Group, nor can they be paid directly
to the Group. Fair value of plan assets is based on market price information. When no market
price is available, the fair value of plan assets is estimated by discounting expected future cash
flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets or if no maturity, the expected period until the
settlement of the related obligation. The Group’s right to be reimbursed of some or all of the
expenditures required to settle a defined benefit obligation is recognized as a separate asset at fair
value when and only when reimbursement is virtually certain.

Termination benefits

Termination benefits are payable when employment is terminated by the Group before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Group recognizes termination benefits when it is demonstrably committed to
either: (a) terminating the employment of current employees according to a detailed formal plan
without possibility of withdrawal; or (b) providing termination benefits as a result of an offer
made to encourage voluntary redundancy. Benefits falling due more than 12 months after the
reporting date are discounted to present value.

Provisions and Contingencies

Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the
liability.
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Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense. When the Group expects a provision or loss to be reimbursed,
the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain and its amount can be estimated reliably. The expense relating to any provision is
presented in the statements of comprehensive income, net of any reimbursement.

Contingent liabilities are not recognized in the consolidated financial statements. These are
disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized in the consolidated financial statements but
disclosed when an inflow of economic benefits is probable. Contingent assets are assessed
continually to ensure that developments are appropriately reflected in the consolidated
financial statements. If it has become virtually certain that an inflow of economic benefits will
arise, the asset and the related income are recognized in the consolidated financial statements.

Earnings Per Share
Basic earnings per share is calculated by dividing the profit for the year attributable to the
common shareholders of the Group by the weighted average number of common shares

outstanding during the year, after considering the retroactive effect of stock dividend, if any.

Events after the Reporting Date

Post year-end events that provide additional information about the Group’s position at the
reporting date (adjusting events) are reflected in the consolidated financial statements. Post
year-end events that are not adjusting events are disclosed in the consolidated financial
statements when material.

MATERIAL ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the consolidated financial statements in compliance with PFRS Accounting
Standards requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements. The estimates and assumptions used in the
consolidated financial statements are based upon management’s evaluation of relevant facts
and circumstances at the end of the reporting period. Actual results could differ materially
from such estimates.

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under

the circumstances.

Material Accounting Judgments

Business Model Assessment

Classification and measurement of financial assets depend on the results of the business model
and solely for payments of principal and interest test. The Group determines the business model
at a level that reflects how groups of financial assets are managed together to achieve a
particular business objective. This assessment includes judgment reflecting all relevant evidence
including how the performance of the assets is evaluated and their performance is measured, the
risks that affect the performance of the assets and how these are managed and how the managers
of the assets are compensated.
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The Group monitors financial assets measured at amortized cost that are derecognized prior to
their maturity to understand the reason for their disposal and whether the reasons are consistent
with the objective of the business for which the asset was held. Monitoring is part of the
Group’s continuous assessment of whether the business model for which the remaining financial
assets are held continues to be appropriate and if it is not appropriate whether there has been a
change in business model and so a prospective change to the classification of those assets. No
such changes are required during the years presented.

Customers’ Deposits
In applying PFRS 9 on customers’ deposits, the Group has made a judgment that the timing and
related amounts of future cash flows relating to such deposits cannot reasonably and reliably be

estimated for purposes of alternative valuation techniques in establishing their fair values.

Key Sources of Estimation Uncertainty

Assessment for ECL on trade and other receivables

The Group recognizes a loss allowance based on lifetime ECLs at the end of each reporting
period. The ECLs on these financial assets are estimated using a provision matrix based on the
credit risk profile of its customers and historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment, including time value of
money where appropriate. All terminated accounts, net of the related customers’ deposits, are
provided full allowance.

Allowance for impairment losses on trade and other receivables amounted to 14,515,757 as at
December 31, 2025 and 2024. The carrying amount of trade and other receivables amounted to
P610,407,131 and 634,507,090 as at December 31, 2025 and 2024, respectively (see Note 8).

NRYV of Inventories

Inventories consist of material and supplies used in the power distribution and service segments.
The cost of inventories is written down whenever the NRV of inventories becomes lower than
the cost due to damage, physical deterioration, obsolescence, and change in price levels or other
causes. The lower of cost or NRV of inventories is reviewed on a periodic basis. Inventories
identified to be obsolete and unusable are written off and charged as expenses in the
consolidated statements of comprehensive income.

The carrying amount of inventories amounted to 103,447,214 and 116,360,969 as at
December 31, 2025 and 2024, respectively (see Note 10).

Estimating useful lives of fixed assets

The useful life of each of the assets included in the Group’s utility plant and equipment and
other property and equipment is estimated based on the period over which the asset is expected
to be available for use. Such estimation is based on a collective assessment of industry practice,
internal technical evaluation and experience with similar assets. The estimated useful life of
each asset is reviewed periodically and updated if expectations differ from previous estimates
due to physical wear and tear, technical or commercial obsolescence and legal and other limits
on the use of the asset.
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It is possible, however, that future results of operations could be materially affected by changes
in estimates brought about by changes in factors mentioned above. The amounts and timing of
recorded expenses for any period would be affected by changes in these factors and
circumstances. A reduction in the estimated useful lives of utility plant and equipment and other
property and equipment would increase recorded operating expenses and decrease the carrying
value of utility plant and equipment and other property and equipment.

Utility plant and equipment, net of accumulated depreciation of P2,548,067,891 and
$2,360,581,456, amounted to 3,903,272,803 and P3,878,693,425 as at December 31, 2025 and
2024, respectively (see Note 4).

Other property and equipment, net of accumulated depreciation of 302,640,227 and
P281,644,033, amounted to 77,701,463 and 85,820,987 as at December 31, 2025 and 2024,
respectively (see Note 5).

Determining fair value of fixed assets

The fair value of the fixed assets was determined by an independent firm of appraisers. In
conducting the appraisal, the independent firm of appraiser used different methods and
approaches in determining the fair value of fixed assets, which are disclosed in Note 4.

The fair value of utility plant and equipment amounted to 3,903,272,803 and £3,878,693,425
as at December 31, 2025 and 2024, respectively (see Note 4).

The fair value of other property and equipment amounted to 77,701,463 and £85,820,987 as at
December 31, 2025 and 2024, respectively (see Note 5).

Impairment of non-financial assets

PFRS Accounting Standards requires that an impairment review be performed when certain
impairment indicators are present. Determining the fair value of assets requires the estimation of
cash flows expected to be generated from the continued use and ultimate disposition of such
assets. Though management believes that the assumptions used in the estimation of fair values
reflected in the consolidated financial statements are appropriate and reasonable, significant
changes in these assumptions may materially affect the assessment of recoverable values and
any resulting impairment loss could have a material adverse effect on the results of operations.

Management has determined that there are no events or circumstances that may indicate that the
carrying amounts of the assets are not recoverable as at December 31, 2025 and 2024.

Determining fair value of financial assets at FVPL

The financial assets at FVPL of the Group are composed of unit investment trust funds and
investment in mutual funds, which are carried at fair value. This requires judgment and
estimates. The fair value of these financial assets was determined based on net asset value per
share as published by various unit investment trust fund and mutual fund companies. The inputs
are obtained from observable market data and are based on quotes obtained from counterparties.

The fair value of the financial assets at FVPL amounted to £67,293,451 and 184,270,387 as at
December 31, 2025 and 2024, respectively (see Note 9).
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Revenue recognition

The Group’s revenue recognition policies require the use of estimates and assumptions that may
affect the reported amounts of revenues and receivables. The Group recognizes revenues based
on actual electricity delivered to customers. Estimates are made on cases where there is failure
to measure consumption due to unforeseen events. The measurement is based on the average
historical load profiles of affected customers. The timing of recognition corresponds to the
billing period disclosed in the power bill issued to customers. Management believes that such
use of estimates will not result in material adjustments to revenue in future periods.

Revenue amounted to P3,969,568,366, £4,207,205,636, and P4,044,639,397 in 2025, 2024 and
2023, respectively (see Note 17).

Retirement benefits obligation

The determination of the Group’s retirement benefits obligation and cost of pension and other
retirement benefits is dependent on the selection of certain assumptions used by actuaries in
calculating such amounts. Those assumptions are described in Note 18 and include, among
others, discount rates and salary increase rate. In determining the appropriate discount rate,
management considers the interest rates of government bonds that are denominated in the
currency in which the benefits will be paid, with consideration to maturities corresponding to
the expected duration of the defined benefits obligation. The assumptions are sensitive to
changes due to complex valuation and its long-term nature. All assumptions are reviewed at
each reporting date.

Retirement benefits obligation amounted to 101,079,258 and £86,260,564 as at December 31,
2025 and 2024, respectively (see Note 18).
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4. UTILITY PLANT AND EQUIPMENT
The reconciliation of this account is as follows:
December 31, 2025
Amount in thousands
Tools and Buildings and  Construction
Distribution  equipment Land improvements in progress Total
Cost
Net carrying amount, January 1, 2025 £1,648,887 P8,281 $82,003 P53,108 P83,368 P1,875,647
Additions 141,225 2,320 - 472 68,049 212,066
Depreciation (93,586) (1,818) - (4,244) - (99,648)
Net carrying amount, December 31, 2025 1,696,526 8,783 82,003 49,336 151,417 1,988,065
Appraisal increase (decrease in value)
Net carrying amount, January 1, 2025 1,579,785 (5,872) 411,893 17,240 - 2,003,046
Depreciation (87,256) - - (582) - (87,838)
Net carrying amount, December 31, 2025 1,492,529 (5,872) 411,893 16,658 - 1,915,208
P3,189,055 P2,911 $493,896 £65,994 P151,417 £3,903,273
Cost P3,085,664 P40,398 $82,003 £104,945 P151,417 P3,464,427
Accumulated depreciation (1,389,138) (31,615) - (55,609) - (1,476,362)
Net carrying amount, December 31, 2025 1,696,526 8,783 82,003 49,336 151,417 1,988,065
Appraisal increase (decrease in value) 2,523,246 (2,020) 411,893 47,749 - 2,980,868
Accumulated depreciation (1,030,717) 3.852) - (31,091) - (1,065,660)
Net carrying amount, December 31, 2025 1,492,529 (5,872) 411,893 16,658 - 1,915,208
£3,189,055 P2,911 $493,896 $65,994 P151,417 £3,903,273
December 31, 2024
Amount in thousands
Tools and Buildings and ~ Construction
Distribution  equipment Land  improvements in progress Total
Cost
Net carrying amount, January 1, 2024 1,585,655 P8.,544 $56,203 $55,492 £49,976 P1,755,870
Additions 156,750 1,433 25,800 849 34,473 219,305
Depreciation (93,518) (1,696) - (4,314) - (99,528)
Reclassification - - - 1,081 (1,081) -
Net carrying amount, December 31, 2024 1,648,887 8,281 82,003 53,108 83,368 1,875,647
Appraisal increase (decrease in value)
Net carrying amount, January 1, 2024 1,667,041 (5,872) 411,893 17,822 - 2,090,884
Depreciation (87,256) - - (582) - (87,838)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
3,228,672 £2,409 £493,896 £70,348 £83,368 3,878,693
Cost £2,944,439 38,078 £82,003 £104,473 83,368 3,252,361
Accumulated depreciation (1,295,552) (29,797) - (51,365) - (1,376,714)
Net carrying amount, December 31, 2024 1,648,887 8,281 82,003 53,108 P83,368 1,875,647
Appraisal increase (decrease in value) 2,523,246 (2,020) 411,893 47,749 - 2,980,868
Accumulated depreciation (943,461) (3,852) - (30,509) - (977,822)
Net carrying amount, December 31, 2024 1,579,785 (5,872) 411,893 17,240 - 2,003,046
3,228,672 £2,409 £493,896 £70,348 £83.368 P£3.878.693
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The carrying amount that would have been recognized had the fixed assets been carried under
cost model is as follows:

Amount in thousands

Tools and Buildings and  Construction
Distribution equipment Land improvements in progress Total
December 31,2025 1,696,526 P8,783  $82,003 $49,336 P151,417 P1,988,065
December 31,2024  P1,648,888 P8,280  P82,003 P53,108 P83,368 P1,875,647

Depreciation on utility, plant and equipment charged to operating expenses amounted to
P187,486,435 in 2025, P187,365,986 in 2024, and P181,225,656 in 2023 (including
depreciation on appraisal increase of 87,255,956 in 2025, 87,838,259 in 2024, and
87,838,259 in 2023).

Construction in progress represents substation and sub transmission equipment that are under
construction.

The Group estimates the useful life of its substation equipment based on the period of which the
asset is expected to be available for use as determined by the Group’s internal technical

evaluation based on their experience with similar assets.

Re-appraisal of utility plant and equipment and other property and equipment

On December 31, 2021, the Group had its utility plant and equipment and other property and
equipment re-appraised by an independent firm of appraiser accredited by the SEC. The
valuation was performed in accordance with the International Valuation Standards (2022
Edition) and Philippine Valuation Standards (2" Edition, 2018).

The result of the revaluation of assets was adjusted to appraisal increase. The net carrying
amount of utility plant and equipment and other property and equipment was revalued at
$3,946,345,600 as of December 31, 2021.

The fair value of the utility plant and equipment and other property and equipment is
categorized at Level 2 for which the fair value measurement is observable. The following are
methods and approaches used by independent appraisers in measuring the utility plant and
equipment and other property and equipment:

a. The value of the land was arrived at using the Market Approach. This is a comparative
approach to value that considers the sales of similar or substitute properties and related
market data and establishes a value estimate by processes involving comparison.

b. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Parent Company’s main office in Barangay Oeste, Dagupan
City, Pangasinan were arrived at using Cost Approach. This is a comparative approach to
the value of property or another asset that considers as a substitute for the purchase of a
given property, the possibility of constructing another property that is a replica of, or
equivalent to, the original or one that could furnish equal utility with no undue cost
resulting from delay. It is based on the reproduction or replacement cost of the subject
property or asset, less total (accrued) depreciation, plus the value of the land to which an
estimate of entrepreneurial incentive or developer’s profit/loss is commonly added.



Notes to Consolidated Financial Statements

Page - 26

c. The values of the buildings and other land improvements (which includes distribution, tools
and equipment, buildings and improvements, transportation equipment and office furniture
and equipment) located in the Calasiao Substation, San Jacinto Substation, Sta. Barbara
Pole Yard were arrived at using Depreciated Replacement Cost. This is an application of the
cost approach used in assessing the value of specialized assets for financial reporting
purposes, which direct market evidence is limited or unavailable. It is used when there is
insufficient market data to arrive at market value by means of market-based evidence. It is
based on the principle of substitution. The method is based on the same theoretical

transaction between traditional informed parties as the market value concept.

There are no utility plant and equipment held as collateral for liabilities as at December 31,
2025 and 2024. These assets are free from any liens and encumbrances.

OTHER PROPERTY AND EQUIPMENT

The reconciliation of this account is as follows:

December 31, 2025
Office
Transportation furniture and
equipment equipment Total
Cost
Net carrying amount, January 1, 2025 P65,349,954 P18,161,173 P83,511,127
Additions 7,286,857 5,589,813 12,876,670
Depreciation (10,933,810) (5,753,088) (16,686,898)
Net carrying amount, December 31, 2025 61,703,001 17,997,898 79,700,899
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2025 7,327,200 (5,017,340) 2,309,860
Depreciation (4,309,296) - (4,309,296)
Net carrying amount, December 31, 2025 3,017,904 (5,017,340) (1,999,436)
$64,720,905 $12,980,558 $77,701,463
Cost $235,626,782 $100,242,303 P335,869,085
Accumulated depreciation (173,923,781) (82,244,405) (256,168,186)
Net carrying amount, December 31, 2025 61,703,001 17,997,898 79,700,899
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (34,781,874) (10,506,266) (45,288,140)
Net carrying amount, December 31, 2025 3,017,904 (5,017,340) (1,999,436)
$64,720,905 $12,980,558 $77,701,463




Notes to Consolidated Financial Statements

Page - 27
December 31, 2024
Office furniture
Transportation  and equipment
equipment Total
Cost
Net carrying amount, January 1, 2024 P59,428,863 £19,085,252 P78,514,115
Additions 16,404,421 4,172,281 20,576,702
Depreciation (10,483,330) (5,096,360) (15,579,690)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal Increase (decrease in value)
Net carrying amount, January 1, 2024 11,636,496 (5,017,340) 6,619,156
Depreciation (4,309,296) - (4,309,296)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860
$72,677,154 £13,143,833 £85,820,987
Cost $228,339,925 $£94,652,490 $322,992,415
Accumulated depreciation (162,989,971) (76,491,317) (239,481,288)
Net carrying amount, December 31, 2024 65,349,954 18,161,173 83,511,127
Appraisal increase 37,799,778 5,488,926 43,288,704
Accumulated depreciation (30,472,578) (10,506,266) (40,978,844)
Net carrying amount, December 31, 2024 7,327,200 (5,017,340) 2,309,860
P72,677,154 £13,143,833 $£85,820,987

The carrying amount that would have been recognized had the fixed assets been carried under

cost model is as follows:

Office

Transportation furniture and
equipment equipment Total
December 31, 2025 $61,703,001 P17,997,898 $79,700,899
December 31, 2024 £65,349,954 P18,161,173 P83,511,127

Depreciation on other property and equipment charged to operating expenses amounted to
$£20,996,194 in 2025, 19,888,986 in 2024, and 19,836,076 in 2023 (including depreciation on
appraisal increase of 4,309,296 for each year in 2025, 2024, and 2023).

In 2024, the Group sold fully depreciated transportation equipment for proceeds of £312,500.
The gain on sale of P312,500 is presented under “Other income (charges)” in the statements of

comprehensive income (see Note 20).

There are no other property and equipment held as collateral for liabilities as at December 31,
2025 and 2024. These assets are free from any liens and encumbrances.

FINANCIAL ASSET AT FVOCI

This account consists of an investment in Tarlac Electric Inc., which registered its common
shares with the SEC in compliance with the EPIRA and whose shares are not traded in any
Stock Exchange. The acquisition cost of the shares amounted to £152,000,000.

This investment was classified under FVOCI as the management considers this investment to be
strategic in nature and intends to hold this investment for the foreseeable future.
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As at December 31, 2025, the Group had no intention to dispose of the financial asset at
FVOCI. The Group’s investment is measured at a fair value equal to its carrying amount, which
is based on the observable data that the investee is generating continuous income and has a
stable financial position.

The Group received a dividend of 5,124,000 in 2025, 5,336,000 in 2024 and 5,632,000 in
2023 (see Note 20).

CASH AND CASH EQUIVALENTS

This account consists of:

2025 2024
Cash on hand P737,000 £837,000
Cash in banks 1,128,157,930 975,517,861
Short-term deposits 1,367,532,522  1,203,480,353

P2,496,427,452 $2,179,835,214

Cash in banks earn interest at prevailing bank deposit rates. Short-term deposits are made for a
period of one to three months and earn interest income ranging from 0.5% to 5.50% per annum
in 2025 and 2024 depending on the prevailing condition in the local market.

Interest income earned on cash and cash equivalents amounted to £56,944,404 in 2025,
P48,752,544 in 2024, and P34,336,988 in 2023 and is included in “Interest income” presented
under “Other income (charges)” account in the consolidated statements of comprehensive
income (see Note 20).

There are no restrictions on the use of cash and cash equivalents, and these are available for
general use.

TRADE AND OTHER RECEIVABLES (NET)

This account consists of:

2025 2024

Trade receivables P605,052,565 P586,356,765
Other receivables 19,870,323 62,666,082
624,922,888 649,022,847

Allowance for ECLs on trade receivables (14,515,757) (14,515,757)

$610,407,131 $634,507,090

Trade receivables

Trade receivables are due ten days after presentation of the bill. The Group’s trade receivables
are non-interest bearing and are substantially secured by bill deposits amounting to
P448,106,987 and 507,826,592 as at December 31, 2025 and 2024, respectively (see Notes 12
and 13).
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Trade receivables from sale of electricity consist of:
2025 2024
Residential retail P312,574,840  P314,808,990
General retail 98,889,283 104,769,342
Bulk power 59,360,202 55,082,791
General power 54,864,730 53,781,344
Universal charges 21,125,112 10,970,591
FIT-All 11,474,035 3.695.903
Street lights 9,863,865 7,719,625
Pass-through charges on real property and
local franchise taxes 1,027,220 -
Others 35,873,278 35,528,179
P605,052,565  P586,356,765
Residential

This is applicable to captive customer retail service for residential purposes of a permanent
nature to individual private dwellings and to individually metered apartments.

General retail

General retail consists of customers with contracted capacity of equal to or less than 40kW,
served typically at secondary lines (1-phase or 3-phase). This type of service is for non-
residential purposes and is mostly composed of small-medium businesses.

General power

This is applicable to captive customer retail service for non-residential purposes used for
general power, heating, and lighting in industrial, manufacturing, processing, machining, cold
storage, water supply, and supermalls;_at secondary voltage with contracted capacity greater
than 40kW.

Bulk power

Bulk power refers to a customer connected and drawing power from the primary lines at 13.8
kV. These customers install, operate and maintain their own distribution transformers. This type
of service is used for general power, heating, space cooling and lighting in industrial,
manufacturing, processing, machining, cold storage, water and supply and super malls, with
demands equal to greater than 250kW.

Street lights

Street lights consist of roadway lighting service where existing facilities have adequate capacity
and suitable voltage.
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Universal charges

Universal charges are non-bypassable charge mandated under section 34 of R.A. No. 9136
otherwise known as the Electric Power Industry Reform Act of 2001 (EPIRA) imposed on
electricity customers for the following purposes: a) missionary electrification; b) environmental
charge for watershed rehabilitation and management; and c) payment for stranded debts and
stranded contract costs. Once collected, these charges are remitted to PSALM, which
administers the fund from universal charges in accordance with the intended purposes (see Note
12).

FIT-All

Pursuant to the energy development policy mandated by the Renewable Energy Act of 2008,
R.A. No. 9513 and outlined in more detail in the FIT Rules, ERC Resolution No. 16, Series of
2010 (As Amended), a qualified renewable energy developer who elects to participate in the
FIT System shall be eligible to a FIT, which is a guaranteed payment on a fixed rate per
kilowatt-hour for electricity generated from emerging renewable energy technologies such as
wind, solar, biomass and run-of-river hydropower actually delivered to the transmission and/or
distribution network.

Should the payment of FIT to eligible renewable energy plants require a differential above the
prevailing cost recovery rate, a uniform charge called FIT-All will be determined by the
TransCo. The FIT-All shall be billed and collected by the transmission and/or distribution utility
from the consumers connected to their respective systems. Collections shall be remitted
monthly to TransCo, being the fund administrator, governed by ERC Resolution No. 24, Series
of 2013, Guidelines on the Collection of FIT-All and the Disbursement of the FIT-All Fund (see
Note 12).

Real property and franchise taxes

Pursuant to ERC Resolution No. 2, Series of 2021 and ERC Resolution No. 9, Series of 2026,
distribution utilities are allowed to recover from customers real property, local franchise and
business taxes paid to the Local Government Unit. In 2024 and prior years, payment of such
taxes were included as part of the Group’s operating expenses and the related recovery from
customers as part of its revenues. On August 21, 2024, the BIR issued Revenue Memorandum
Circular No. 116-2024 clarifying the tax treatment of government mandated charges. Such taxes
and other government mandated charges shall not be subject to VAT and creditable withholding
on VAT and income; accordingly, these should not form part of the Group’s revenues and
expenses since these are merely pass-through charges to be recovered from the customers.

Others

Others include charges for VAT on generation, transmission, system loss and distribution and
other pass-through charges.
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The details and movements in the allowance for ECLs on trade receivables follow:
2025 2024
Balance at beginning of year P14,515,757 P14,229,987
Provision for ECLs — note 19 1,644,623 2,631,403
Write-off (1,644,623) (2,345,633)
Balance at end of year P14,515,757 P14,515,757

The Group applies the simplified approach in measuring ECLs which uses a lifetime expected
loss allowance for all trade and other receivables. The Group has written-off all trade and other
receivables of more than one year past due since historical experience has indicated that these
receivables are generally not recoverable.

Provision for ECLs amounted to 1,644,623 in 2025, 2,631,403 in 2024, and nil in 2023 and is
presented under “Operations and maintenance” account in the statements of comprehensive
income (see Note 19).

ERC Order on Luzon Wholesale Electricity Spot Market (WESM) prices for November and
December 2013 Supply Months

The ERC, in its Order dated March 3, 2014 in ERC Case No. 2014-021MC, voided the WESM
prices during the period of October 26, 2013 to December 25, 2013 and ordered the imposition
of regulated prices. The market participants (collectively called Movants) filed a Motion for
Reconsideration (MR), which was denied by ERC on October 15, 2014. In the said Order,
Philippine Electricity Market Corporation (PEMC) was directed to calculate and revise WESM
bills for distribution utilities in Luzon for November and December 2013 supply months.
Accordingly, the Group received from PEMC billing adjustments for refund to its customers
amounting to P167,408,890, of which P5,810,294 is still outstanding as of December 31, 2025
and 2024.

The amount still for refund to customers was £8,985,045 and 8,990,752 as of December 31,
2025 and 2024, respectively.

Other receivables

Other receivables include generation charge refund, accrued interest, accrued rent income from
electric property, and receivables from employees.

Receivables are not held as collateral and are free from any liens and encumbrances.
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FINANCIAL ASSETS AT FVPL
This account consists of unit investment trust funds and mutual funds.

The movements in financial assets at FVPL for the years ended December 31 are as follow:

2025 2024
Cost:
Balance at beginning of year P181,638,774  P181,638,774
Disposal (113,577,102) -
Balance at end of year 68,061,672 181,638,774
Cumulative net unrealized gain (loss) in fair value:
Balance at beginning of year 2,631,613 (6,436,360)
Disposal (2,933,624) -
Unrealized fair value gain (loss) (466,210) 9,067,973
Balance at end of year (768,221) 2,631,613

P67,293,451  P184,270,387

The inputs on fair value are obtained from observable market data and are based on quotes
obtained from counterparties. The fair value was based on net asset value per share as published
by various unit investment trust fund and mutual fund companies.

In 2025, the Group disposed financial assets at FVPL with carrying amount of 116,510,726 for
proceeds of 119,444,350 resulting in Realized fair value gain of £2,933,624 and is presented
under “Other income (charges)” account in the consolidated statements of comprehensive
income (see Note 20).

Unrealized fair value gain (loss) amounted to (P466,210), 9,067,973, and nil in 2025, 2024 and
2023, respectively, and is presented under “Other income (charges)” account in the consolidated
statements of comprehensive income (see Note 20).

Interest income earned on financial assets at FVPL amounted to 469,292, 352,119 and nil in
2025, 2024 and 2023, respectively and is presented under “Other income (charges)” account in
the consolidated statements of comprehensive income (see Note 20).

The unit investment trust funds and mutual funds are invested in fixed income, bond and
balanced funds as at December 31, 2025 and 2024.

INVENTORIES
This account consists of materials and supplies for power distribution and service. As at

December 31, 2025 and 2024, there are no inventories pledged or held as collateral. No item of
inventory has been written off for the years ended December 31, 2025 and 2024.
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PREPAYMENTS AND OTHER CURRENT ASSETS
This account consists of:
2025 2024
Prepayments:
VAT P15,583,492 $45,276,929
Real property tax 12,648,495 12,623,402
Insurance 964,521 1,563,347
Advances to TransCo 5,858,942 5,858,942
Others 762,743 687,718

$35,818,193 66,010,338

Prepaid VAT pertains to creditable input VAT. Prepaid insurance consists of vehicle insurance,
annual health premium and fire/lighting and earthquake insurance.

Others pertain to rental deposits.

Sale of sub-transmission lines/assets of TransCo

On February 10, 2012, the Parent Company and TransCo filed a joint application docketed as
ERC Case No. 2012-021 RC for the approval of the sale of various sub-transmission lines/assets
of TransCo to the Parent Company. On August 11, 2014, the ERC approved the application
with modification, limiting the sale only to those assets located within the franchise area of the
Parent Company. On November 6, 2014, the Parent Company paid for the assets amounting to
P5,858,942 in compliance with the Decision. However, on November 21, 2014, National Grid
Corporation of the Philippines (NGCP) filed a Motion for Reconsideration (MR), holding the
transfer of assets until ERC resolve the matter. As such, the payment to TransCo has been
treated as advance settlement and is included under “Prepayment and other current assets”
account in the parent company statements of financial position. The application is still pending
with the ERC as at December 31, 2025.

TRADE AND OTHER PAYABLES

This account consists of:

2025 2024

Trade payables P251,278,350 $249,274,778
Customers’ deposits (current portion) — note 13 184,354,840 240,763,052
Accrued expenses and other current liabilities 122,199,909 118,644,342
Output VAT 32,960,129 42,580,380
Universal charges payable 29,487,010 25,748,003
FIT-All payable 19,801,371 10,161,233
WESM regulated prices payable 8,985,045 8,990,752
Accrued taxes 922,376 1,079,671
Others 1,197,888 6,230,124
P651,186,918 $703,472,335
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Trade payables and output VAT

Trade payable represents the Group’s liabilities to GNPower Mariveles Energy Center Ltd. Co.,
(GMEC), One Manaoagsolar Corporation (OMSC), Energy Development Corporation (EDC),
and various power producers that participate in the Wholesale Electricity Market (WESM)
operated by the Independent Electricity Market Operator (IEMOP) for purchased power, and
NGCP for electric transmission services. The output VAT represents VAT to be collected on
generation and transmission in accordance with ERC Resolution No. 20, Series of 2005, which
prescribed the Guidelines Implementing the Recovery of VAT and Other Provisions of R.A.
No. 9337 affecting the Electric Power Industry.

Customers’ deposits

The customers’ deposits (current portion) consist of bill deposits (see Note 13).

Universal charges payable

Universal charges payable represents passed-on charges that were collected from customers.
These are remitted to PSALM, which administers the fund from universal charges in accordance
with the intended purposes (see Note 8).

Accrued expenses, other current liabilities and other payables

Accrued expenses and other current liabilities consist of payables to suppliers other than power
suppliers and accrual of recurring expenses like electricity and water bill. Accrued taxes consist
of energy tax, local franchise tax, real property tax, expanded withholding tax, and withholding
tax on compensation.

Other payables consist of remittances to National Home Mortgage Finance Corporation
(NHMFC), SSS, Philhealth and Pag-ibig.

Trade and other payables except for customers’ deposits are due within 30 days from the date of
billing and do not bear interest.

FIT-All payable

FIT-All payable represents passed-on and billed charges to customers on a monthly basis. Once
collected from customers, these charges are remitted to TransCo, which is the designated FIT
administrator (see Note 8).

WESM regulated prices payable

WESM regulated prices payable represents the outstanding amount for refund to the Group’s
customers who were affected by the ERC’s regulation of WESM prices for the November and
December 2013 supply months (see Note 8).
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CUSTOMERS’ DEPOSITS
This account consists of:
2025 2024
Bill deposits $263,752,147 $267,063,540
COLE deposits 60,664,166 57,526,252
Pole attachment deposits 15,285,294 13,257,006

$339,701,607  P337,846,798

Bill deposits secure payment of the monthly bills for electricity consumption and are equivalent
to the estimated bill for one month of service, while meter deposits cover 50% of the cost of the
metering equipment. COLE deposit is the cost of additional line to provide electricity in a
specific location exceeding the limit of 20 meters from poles, while pole attachment deposits
are deposits by third parties using the Group’s poles to provide service to their customers.

On June 17,2004 and October 27, 2004, the ERC issued the Magna Carta for Residential
Electricity Consumers and the Guidelines to Implement its Articles 7, 8, 14 and 28 respectively,
and on January 18, 2006 issued the Distribution Services and Open Access Rules (DSOAR).
The foregoing rules include provisions on handling of customer deposits. It provides that
residential and non-residential customers must pay or submit a bill deposit to guarantee
payment of bills equivalent to their estimated monthly billing. The amount of deposit shall be
adjusted after one year to approximate the actual average monthly bills.

A customer, who has paid his electric bills on or before its due date for three consecutive years,
may now demand for the full refund of the bill deposit prior to the termination of his service;
otherwise, bill deposits shall be refunded within one month from the termination of service,
provided all bills have been paid. Further, these regulations exempt payment of meter deposits,
but in case of loss and/or damage to the electric meter due to the fault of the customer, the latter
shall bear the full replacement cost of the meter. The existing meter deposit of residential
customers shall be refunded in accordance with the Guidelines to Implement Articles 7, 8, 14
and 28 of the Magna Carta. While for non-residential customers, DSOAR requires Distribution
Utilities to submit a proposal to the ERC on the methodology and timeline for the refund of
meter deposits within ninety (90) days following its effectivity.

Magna Carta and DSOAR also provide that distribution utilities shall pay interest on bill and
meter deposits. Interest on bill deposits shall be equivalent to the interest incorporated in the
calculation of their weighted average cost of capital (WACC); otherwise, it shall earn a rate
equivalent to the prevailing interest for savings deposit as approved by the Bangko Sentral ng
Pilipinas (BSP). Interest rate used on bill deposit was 0.10% for each year in 2021 and 2020.
Interest for meter deposit shall be at 6% for contracts of service entered into prior to the
effectivity of ERB Resolution No. 95-21 issued on August 3, 1995, and 10% thereafter.

On June 4, 2008, the ERC issued Resolution No. 8, Series of 2008, “A Resolution Adopting the
Rules to Govern the Refund of Meter Deposits to Residential and Non-Residential Customers”.
These rules provide the parameters for the refund of meter deposits and related interest thereon.
Interest on meter deposit paid prior to the effectivity of ERB Resolution No. 95-21 shall earn
6% per annum. While payments made after the effectivity of ERB Resolution No. 95-21 until
the day prior to the effectivity of Magna Carta or DSOAR shall earn an interest of 10% per
annum.
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Meter deposits paid from the effectivity of Magna Carta or DSOAR until the day prior to the
start of the refund will be entitled to an interest of six per cent (6%) per annum.

Under ERC Resolution No. 03, Series of 2026, the ERC introduces amendments to the Magna
Carta. With respect to bill deposits, the rules were updated to introduce automatic bill deposit
refunds for a) consumers who qualify for a 100% lifeline discount and (b) customers who have
made timely payments for two consecutive years. New applicants may also pay required bill
deposits in full or three monthly installments and DUs may waive or provide alternatives to bill
deposits. In addition, under its Advisory dated January 31, 2026, the ERC directed all DUs to
submit detailed information regarding its bill deposits within thirty (30) days, or until March 1,
2026.

Bill deposits of 184,354,840 and 240,763,052 as at December 31, 2025 and 2024,
respectively, are included in the current portion of Customers’ deposits under the “Trade and
other payables” account in the consolidated statements of financial position (see Note 12).
Interests on bill deposits amounted to 158,158, P163,563, and 169,492 for the years ended
December 31, 2025, 2024 and 2023, respectively, and is presented under “Other income
(charges)” account in the consolidated statements of comprehensive income (see Note 20).

RETAINED EARNINGS
The BOD approved the reversal and appropriation of the following:

2024
a) Reversal of P400,000,000 appropriated for capital expenditures from 2023 unrestricted
retained earnings.

2023
b) Reversal of 400,000,000 appropriated for capital expenditures from 2022 unrestricted
retained earnings.

c) Appropriation of 400,000,000 for the following capital expenditures in 2024: a.) expansion
of distribution lines to accommodate the continuous growth of electrical loads due to
additional customers and increasing demand, b.) Rehabilitation of existing lines, which
covers replacement and relocation of poles, rerouting of primary and secondary lines, and
reconfiguration of pole top assemblies, c.) Improvement of the grounding/earthing and
insulation coordination, d.) Construction of 20/25 MVA, 69kV sub-transmission line from
Balingueo, Sta. Barbara, Pangasinan to San Miguel, Calasiao, f.) Advanced Distribution
Management System Project, g.) Construction of buildings, and g.) Improvement of
customer service facilities.

2022

d) On December 15, 2022, appropriation of 400,000,000 for the following capital
expenditures in 2023 and 2024: a) expansion of distribution lines to accommodate the
continuous growth of electrical loads due to additional customers and increasing demand; b)
rehabilitation of existing lines, which covers replacement and relocation of poles, rerouting
of primary and secondary lines, and reconfiguration of pole top assemblies; ¢) improvement
of the grounding/earthing and insulation coordination; d) construction of 20/25 MVA,
69kV/13.8kV substation in Santa Barbara, Pangasinan; e) expansion of primary lines from
Sta. Barbara Substation to Minien East, Sta. Barbara; f) construction of a control tower
building extension; and g) improvement of customer service facilities.
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Cash Dividend

On May 14, 2025, the BOD approved the declaration of cash dividend in the amount of
P147,499,725 or P10.06 per share, to stockholders of record as of December 31, 2024. Cash
dividend was paid in July 2025.

On May 29, 2024, the BOD approved the declaration of cash dividend equivalent to 40% of the
previous year’s net income, or P11.94 per share, to stockholders of record as of December 31,
2023. Cash dividend was paid in September 2024.

On June 16, 2023, the BOD approved the declaration of cash dividend in the amount of
£1,600,000,000 to stockholders of record as of June 15, 2023 which have been paid on various
dates up to September 29, 2023.

CAPITAL STOCK

The details of capital stock are as follow:

2025 2024

Authorized — P100 par value per share,
15,000,000 shares £1,500,000,000 £1,500,000,000

Common shares issued and outstanding
— 14,662,000 shares in 2025 and 2024

Balance at beginning of year P1,466,200,000 1,246,200,000
Initial public offering of shares - 220,000,000
Balance at end of year P1,466,200,000 P1,466,200,000

On December 27, 2023, the SEC rendered effective the Parent Company’s application for the
registration of fourteen million six hundred sixty-two thousand (14,662,000) common shares, of
which two million two hundred thousand (2,200,000) shares were issued and offered for sale to
the public by way of an initial public offering at an offer price of five hundred thirty-three Pesos
(P533) per share. As of February 2, 2024, the two million two hundred thousand (2,200,000)
common shares offered to the public were fully subscribed and paid. The excess of the offer
price over the par value amounting to 952,600,000 is presented as “Additional paid-in capital”
in the consolidated statements of financial position.

RELATED PARTY TRANSACTIONS
In the normal course of business, the Group has transactions with a related party.

Lease Agreement

The Group has a lease agreement with Veria Realty Inc., a company owned by the Group’s
major stockholders. The lease is for a period of one year subject to renewal. The monthly rent is
P364,750 in 2025, P313,440 in 2024, and P298,515 in 2023 and payable at the end of each
month. Total rent charged to operations amounted to $4,377,001 in 2025, 4,246,800 in 2024,
and P4,320,079 in 2023 and is included as part of “Rent” under “Operations and maintenance”
in the consolidated statements of comprehensive income (see Note 19).
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Compensation of Key Management Personnel
Compensation paid to key management personnel consists of the following:
2025 2024 2023
Salaries P17,455,855 £16,331,500 17,810,793
Short-term employee benefits 6,521,394 6,520,295 39,986
$23,977,249 P22,851,795 P17,850,779

There are no long-term benefits paid during the year.
REVENUES

This account consists of:

2025 2024 2023

Electric revenues $3,924,729,330 P4,169,997,151 P4,018,957,505
Other revenues 44,839,036 37,208,485 25,681,892
£3,969,568,366 £4,207,205,636 P4,044,639,397

In compliance with Section 36 of R.A. No. 9136, the Group is required to unbundle its billing
charges to customers. For the years ended December 31, the details of electric revenues follow:

2025 2024 2023

Generation revenue $2,258,011,051 P2,595,448,118 P2,643,334,894
Distribution revenue 746,953,319 734,808,953 662,223,695
Transmission revenue 508,461,666 379,927,761 290,925,053
System loss revenue 214,342,486 228,422,129 214,368,016
Supply revenue 117,554,403 114,330,546 101,684,531
Metering charge 82,675,790 80,409,364 72,844,745
Senior citizen charge (discount) 24,636 (13,408) (6,722)
Local franchise tax — note 8 - 23,671,649 22,448,068
Real property tax recovery — note 8 - 10,571,460 10,295,547
Lifeline charge (discount) (3,214,604) 2,497,581 913,433
Other discount (79,417) (77,002) (73,755)
$3,924,729,330 P4,169,997,151 P4,018,957,505

Applications for Confirmation of Over/Under-recoveries of Pass-through Charges

On April 20, 2011, the Parent Company filed an application docketed as ERC Case No. 2011-
013 CF, “In the Matter of the Application for the Approval of the Calculations for the
Automatic Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b)
Transmission Rate, ¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Interclass Cross
Subsidy Rate, Under ERC Resolution No. 16, Series of 2009, As Amended.” On March 10,
2014, the ERC issued its Decision on this application, directing the Parent Company to refund
to its customers the over recoveries amounting to 203,934,745 and collect from its customers
the Lifeline Subsidy under recovery amounting to 18,588,112, covering the period from April

2004 to December 2010.
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On March 31, 2014, the Parent Company filed a MR on the above Decision for the approval of
the amounts originally proposed by the Parent Company or provide computation as to how the
supposed over recoveries were arrived at. The amount of over and under recoveries is not yet
certain since it is dependent on the resolution of the MR. As at December 31, 2025, the Parent
Company is still awaiting the resolution of said MR.

On April 1, 2014, the Parent Company filed an application docketed as ERC Case No. 2014-052
CF, “In the Matter of the Application for the Approval of the Calculations for the Automatic
Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b) Transmission Rate,

c¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen Discount, Under ERC
Resolution No. 16, Series of 2009, As Amended™.

The Parent Company filed an application for the confirmation of total under recovery of
P151,783,598 covering the years 2011 to 2013. As at December 31, 2025, the Parent Company
is still awaiting the decision of the ERC.

On March 31, 2017, the Parent Company filed an application docketed as ERC Case No. 2017-
052 CF, “In the Matter of the Application for the Approval of the Calculations for the
Automatic Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b)
Transmission Rate, ¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen
Subsidy Rate, Under ERC Resolution No. 16, Series of 2009, As Amended, for the Period 2014
to 2016”. The Parent Company filed application for the confirmation of total over recovery of
P30,114,229 covering the years 2014 to 2016. As at December 31, 2025, the Parent Company is
still awaiting the decision of the ERC.

On August 28, 2020, the Parent Company filed an application docketed as ERC Case No. 2020-
014 CF, “In the Matter of the Application for the Approval of the Calculations for the
Automatic Cost Adjustment and True Up Mechanisms for the a) Generation Rate, b)
Transmission Rate, ¢) System Loss Rate, d.) Lifeline Subsidy Rate; and e) Senior Citizen
Subsidy Rate, Under ERC Resolution No. 16, Series of 2009, As Amended, for the Period 2017
to 2019”. The Parent Company filed application for the confirmation of total under recovery of
P48,360,882. As at December 31, 2025, the Parent Company is still awaiting the decision of the
ERC.

On May 17, 2023, the Parent Company filed an application docketed as ERC Case No. 2023-
029 CF, “In the Matter of the Application for the Approval of the Calculations for the
Automatic Cost Adjustment and True-Up Mechanisms for the a) Generation Rate, b)
Transmission Rate, ¢) System Loss Rate, d) Lifeline Subsidy Rate, and e) Senior Citizen
Subsidy Rate, Under ERC Resolution No. 16, Series of 2009, As Amended, and g) Local
Franchise Tax, Under ERC Resolution No. 2, Series of 2021 for the Period 2020 to 2022.” The
Parent Company filed the application for the confirmation of an overall total under recovery of
P73,564,161. As at December 31, 2025, the Parent Company is still awaiting the decision of the
ERC.

Performance-Based Rate Making (PBR)

The Parent Company entered the PBR regime in 2007. The PBR is an internationally accepted
rate setting methodology adopted by the ERC to replace the Return on Rate Base (RORB) for
both transmission and distribution businesses as mandated by the EPIRA. It provides electric
utilities with adequate and efficient capital and operating expenditures to meet growing
electricity demand through timely rate adjustments.
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Maximum Average Price (MAP)

On March 31, 2014, the Parent Company filed an application docketed as ERC Case No. 2014-
027 RC for approval of the Translation into Distribution Rates of Different Customer Classes
for the Fourth Regulatory Year of the ERC-Approved Annual Revenue Requirement for the
Parent Company under the PBR for the Regulatory Period 2011-2015. On February 9, 2015, the
ERC issued its Decision on this case, giving the Parent Company the option to implement a
MAP of P2.4472/kWh or its proposal of 1.7918/kWh for the Regulatory year 2015. The Parent
Company implemented the latter rate.

Given the need by the Parent Company to undertake capital projects in order to address the load
growth, network non-growth, network control/ safety metering as well as renewal, replacement
and refurbishment of existing distribution assets, the Parent Company filed an application on
November 20, 2018 docketed as ERC Case No. 2018-110 RC for approval of its capital projects
for the regulatory years 2016 to 2019.

Projects 2016 2017 2018 2019
Network P44,356,785 P51,065,110 P32,497,857 P31,175,406
Other network 59,217,708 66,189,452 83,182,536 82,930,907
Non-network 10,274,675 40,018,541 57,819,750 32,361,518

P113,849,168 P157,273,103 £173,500,143 P146,467,831

The proposed capital expenditures will not have a direct impact on the current rates of the
Parent Company until approved by the ERC.

On March 28, 2022, the Parent Company filed an application docketed as ERC Case No. 2022-
020 RC, “In the Matter of the Application for Approval of the Annual Revenue Requirement
and Performance Incentive Scheme in Accordance with the Provisions of the Rules for Setting
Distribution Wheeling Rates (RDWR)” covering the Fifth Regulatory Period from July 1, 2022
to June 30, 2026.

On August 25, 2022, the Parent Company filed an application docketed as ERC Case No. 2022-
057 RC, “In the Matter of the Application for: A) Confirmation of True-Up Calculations of the
Actual Weighted Average Tariff vis-a-vis ERC-Approved Maximum Average Rate for the
Lapsed Regulatory Years; and B) Approval of the Final Refund/Collect Scheme to Account for
the Lapsed Regulatory Years”. The Parent Company filed the application for the confirmation
of an over-all under recovery of 22,557,035 for the period July 1, 2015 to June 30, 2022. As at
December 31, 2025, the Parent Company is still awaiting the decision of the ERC.

On February 10, 2024, the Parent Company filed an Urgent Omnibus Motion to Withdraw its
application docketed as ERC Case No. 2022-020 RC, “In the Matter of the Application for
Approval of the Annual Revenue Requirement and Performance Incentive Scheme in
Accordance with the Provisions of the Rules for Setting Distribution Wheeling Rates (RDWR)”
covering the Fifth Regulatory Period from July 1, 2022 to June 30, 2026.



18.

Notes to Consolidated Financial Statements
Page - 41

Under ERC Resolution No. 23, Series of 2025, entitled, “A Resolution Directing All Private
Distribution Utilities (PDUs) to File their respective AWAT Applications for the Lapsed
Period”, the ERC resolved to adopt a confirmation and true-up process in determining the rates
of the PDUs to address the lapsed period for their respective Entry Groups and defined the
lapsed period for each Entry Group. The ERC then directed all PDUSs to file an application for
the confirmation of their AWAT as against their last approved rates, within sixty (60) calendar
days from the effectivity of the Resolution. However, in ERC Resolution No. 1, Series of 2025,
the ERC clarified the timeline for the filing of the AWAT and directed all PDUs to file, within
one hundred twenty (120) days from the effectivity of the AWAT Resolution on November 22,
2025, or until March 22, 2026.

Other revenues

Other revenues include rent income from electric property and sale of electric materials and
accessories (see Note 22).

EMPLOYEE BENEFITS

The Group maintains a funded, non-contributory defined benefit retirement plan covering all its
regular and full-time employees. The fund is administered by a trustee bank authorized to invest
the fund as it deems proper. Under the plan, the employees are entitled to retirement benefits
ranging from one hundred percent (100%) to one hundred fifty percent (150%) of the Plan
Salary for every year of Credited Service on attainment of a retirement age of 60 or 35 years of
service, whichever is earlier. The latest actuarial valuation report was on December 31, 2023.

The retirement benefits obligation recognized in the statements of financial position is as
follows:

2025 2024
Present value of obligation P147,447,204 £129,839,462
Fair value of plan assets (46,367,946) (43,578,898)

$101,079,258 P86,260,564

The retirement benefits expense recognized in the consolidated statements of comprehensive
income included under “Operations and maintenance” (see Note 19) is as follows:

2025 2024 2023

Current service cost $9,298,017 P8,855,255 P8,433,576
Net interest cost

Interest cost 8,309,725 7,063,108 6,790,463

Interest income (2,789,048) - (2,837,780)

5,520,677 7,063,108 3,952,683

P14,818,694 P15,918,363 £12,386,259

As at December 31, 2025 and 2024, the cumulative remeasurement gain on retirement benefits
presented in the consolidated statements of financial position amounted to £2,962,764.
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The movements in the retirement benefits obligation recognized in the consolidated statements

of financial position are as follows:

2025 2024
Balance at beginning of year $86,260,564 $72,982,180
Retirement benefits expense 14,818,694 15,918,363
Contributions paid - (2,639,979)
Remeasurement gain - -
Balance at end of year $101,079,258 £86,260,564
The movements in the present value of the retirement benefits obligation are as follows:
2025 2024
Present value of obligation, January 1 P129,839,462 P113,921,099
Current service cost 9,298,017 8,855,255
Interest cost 8,309,725 7,063,108
Present value of obligation, December 31 P147,447,204 P129,839,462
The movement in the fair value of plan assets is presented below:
2025 2024
Fair value of plan assets, January 1 P43,578,898 $40,938.919
Interest income included in net interest cost 2,789,048 -
Contributions - 2,639,979
Fair value of plan assets, December 31 P46,367,946 P43,578.898

The following actuarial assumptions were used to determine retirement benefits obligation:

2025 2024

Discount rate 6.40% 6.20%
Expected salary increases 5.00% 5.00%

The fair value and carrying amount of plan assets is as follows:

2025 2024

Investment in government securities P36,616,461 P36,616,461
Deposit in banks 3,943,305 1,154,257
Corporate stocks 3,174,813 3,174,813
Other securities and debt instruments 2,649,626 2,649,626
Trust fee and other payables (16,259) (16,259)
$46,367,946 £43,578,898

The fair value of plan assets consists of:

- Investment in government securities which consists of fixed rate treasury notes and retail

treasury bonds;

- Corporate stocks which consist primarily of stocks listed in Philippine Stock Exchange;
- Deposit in banks which consists of savings deposit and certificate of time deposits; and
- Other securities and debt instruments which consist primarily of investment in corporate

bonds.
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The Group’s plan assets are administered by a trustee bank, which is responsible for the general
administration of retirement plan including the management of the fund. The trustee bank does

not currently employ any asset-liability matching.

Risk Arising from the Retirement Plan

The defined benefit plan is underfunded by 101,079,258 and £86,260,564 as at December 31,
2025 and 2024, respectively. While there is no minimum required funding, the amount without
fund may expose the Group to cash flow risk for ten years when a significant number of
employees are expected to retire.

Credit Risk

The plan assets exposure to credit risk arises from its investments in financial assets which
comprise of investment in government securities, corporate stocks, deposit in banks and other
securities and debt instruments. The maximum credit risk exposure is equivalent to the carrying
amount of financial instruments. The credit risk arises from possible default of the issuer of the
financial assets.

The credit risk is minimized by ensuring that the exposure to the various financial assets as
recommended by the trustee bank.

Share Price Risk

The plan assets exposure to share price risk arises from corporate stocks which are traded at PSE.
The share price risk results from the volatility of the share prices in the PSE.

The share price risk is minimized by ensuring that investments in shares of stock are limited only
to blue chip companies or companies with good fair values. The trustee bank ensures that the
equity investments are invested in mix of various equity to reduce exposure to industry or sector-
related risk.

Maturity Profile of Undiscounted Benefit Payments

The maturity analysis on the Group’s undiscounted benefit payments are as follow:

December 31, 2025
1to5 6to10 11to 15 16 to 20 21 to 40
Years Years Years Years Years
Normal Retirement  £34,901,949 82,249,328 P95,248,808 P94,111,734 P337,541,950
December 31, 2024
1to4 5to08 9to 12 13to 16 17 to 20
Years Years Years Years Years
Normal Retirement £32,890,879 $82,249,328 £95,248,808 P94,111,734  P337,541,950




Notes to Consolidated Financial Statements
Page - 44

Discount Rate Sensitivity

The following illustrates the sensitivity to a reasonably possible change in each key assumption,
with all other variables held constant, of the Group’s retirement benefits obligation. A +/-1%
increase or decrease is used when reporting this risk internally to key management personnel and
represents management’s assessment of the reasonably possible change in discount rate and
salary increase.

The methods and types of assumptions used in preparing the sensitivity analysis did not change
compared to the previous period.

The weighted average duration of the defined benefit obligation is 16.9 years and 15.7 years in
2025 and 2024, respectively.

The impact on the Group’s retirement benefits obligation as at December 31, 2025 and 2024
which affects the Group’s cash flow, is as follows:

December 31, 2025
Increase Increase (decrease) in
(decrease) Present value of obligation retirement benefits obligation
Discount rate +1% P146,148,809 (1,298,395)
-1% 148,745,598 1,298,395
Salary increase +1% 148,377,006 929,802
-1% 146,517,402 (929,802)

December 31, 2024
Increase Increase (decrease) in
(decrease) Present value of obligation retirement benefits obligation
Discount rate +1% P128,700,251 P1,139,211)
-1% 130,978,673 1,139,211
Salary increase +1% 130,724,987 885,525
-1% 128,953,937 (885,525)

The Group is not required to pre-fund the future defined benefits payable under the retirement
plan before they become due. Hence, the amount and timing of contributions to the retirement
fund are at the Group’s discretion. However, in the event a benefit claim arises and the retirement
fund is insufficient to pay the claim, the shortfall will then be due and payable from the Group to
the retirement fund.
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19. OPERATIONS AND MAINTENANCE
This account consists of:

2025 2024 2023

Salaries and wages $159,969,797 P151,704,541 P145,169,837
Outside services 52,190,536 44,670,550 35,234,915
Repairs and maintenance 18,136,828 18,623,474 17,861,102
Retirement benefits expense — note 18 14,818,694 15,918,363 12,386,259
Office supplies 7,852,375 8,817,427 5,553,907
Telephone and water 7,828,162 7,733,941 8,074,840
Electric materials 6,121,714 5,176,836 2,153,574
Transportation 5,999,876 6,173,473 7,049,142
Professional fees 4,762,633 36,767,098 20,369,203
Rent — notes 16 and 22 4,377,001 4,246,800 4,320,079
Group activities 2,674,627 2,933,413 3,697,490
Insurance 2,069,881 2,422 878 3,216,894
Training and seminars 1,756,618 1,129,924 1,090,877
Provision for ECLs — note 8 1,644,623 2,631,403 -
Donations 644,273 562,540 442,814
Association and membership fees 268,065 264,635 250,399
Advertising and promotion 164,590 51,783 240,897
Others 5,154,682 3,477,671 3,120,224
P296,434,975  P313,306,750 $270,232,453

Professional fees in 2024 and 2023 include fees incurred related to the initial public offering of

the Parent Company’s shares.

Others pertain mainly to expenses related to uniform, subscriptions, injuries and damages.

Taxes other than income tax

This account consists of national and local taxes and other fees and licenses paid to the

regulatory agencies:

2025 2024 2023

ERC supervision and regulation fees P30,884,349 P14,750,843 P14,647,693
Deficiency taxes and interest 18,005,910 14,660,043 3,427,203
Documentary stamp tax 3,688,999 11,785 7,318
SEC registration and verification 1,001,250 - 1,179,142
Business permit and local licenses 382,386 440,000 339,704
Registration fees with NTC* 132,124 176,065 80,888
Motor vehicle registration fees 102,600 171,196 228,502
SEC legal research fee 7,575 - -
Franchise tax — note 8 - 24,907,976 4,026,762
Real property tax — note 8 - 12,649,427 11,092
P54,205,193 P67,767,335 $23,948,304

* National Telecommunication Commission



20.

21.

Notes to Consolidated Financial Statements

Page - 46
OTHER INCOME (CHARGES)
This account consists of:
2025 2024 2023
Interest income — notes 7 and 9 P57,413,696 $49,104,663 £34,336,988
Dividend income — note 6 5,124,000 5,336,000 5,632,000
Realized fair value gain on financial
assets at FVPL —note 9 2,933,624 - -
Unrealized fair value gain (loss) on
financial assets at FVPL — note 9 (466,210) 9,067,973 -
Interest expense —note 13 (158,158) (163,563) (169,492)
Others:
Bank charges (290,851) (527,978) (419,852)
Gain on foreign exchange 7,027 5,101 291,126
Gain on sale of equipment — note 5 - 312,500 -
Miscellaneous income 6,888,735 2,972,872 2,158,456
P71,451,863 P66,107,568 P41,829,226

Miscellaneous income consists of deductions on other payables upon settlement, equipment

rental and other fees.

INCOME TAXES

Provision for income tax consists of’

2025 2024 2023

Current P134,773,711 P143,828,630  P145,360,747
Deferred (5,794,574) 235,548 (2,809,481)
P128,979,137  P144,064,178  P142,551,266

The reconciliation of provision for income tax computed at the statutory tax rates to provision
for income tax as shown in the consolidated statements of comprehensive income is

summarized as follows:

2025 2024 2023
Income before income tax P478,535,575 P519,754,176 P514,594,667
Income tax computed at 25% 119,633,894 129,938,544 128,648,666
Add (deduct) tax effects of:
Depreciation on appraisal increase 23,036,889 23,036,889 23,036,889
Nondeductible expenses 1,506,449 4,658,020 815,585
Net operating loss carryover 1,128,374 - -
Nondeductible portion of interest 39,539 40,891 42,373
Interest income subjected to final tax (16,366,008) (13,610,166) (9,992.,247)
P128,979,137 £144,064,178 P142,551,266
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The components of the Group’s deferred tax assets and liability are as follows:
2024
2025 (As Restated)
Deferred tax assets:

Retirement benefits obligation $26,915,508 $23,292,900
Allowance for ECLs on receivables 3,628,939 3,628,939
Unamortized past service cost 796,883 1,083,966
Unrealized fair value loss on financial assets at FVPL 192,056 -
P31,533,386 $£28,005,805

Deferred tax liability:
Revaluation increment P475,694,739 P498,731,627
Remeasurement gain on retirement benefits 2,005,718 2,005,718
Unrealized fair value gain on financial assets at FVPL - 2,266,994
P477,700,457 £503,004,339

Prior period adjustment

The opening balances of Deferred tax liability and Revaluation reserve were adjusted to correct
the effect of the change in tax rate from 30% to 25% on the 2021 beginning balance of
Revaluation reserve, pursuant to PIC Q&A 2020-07 Accounting for the Changes in Income Tax
Rates under the Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act.

The effects of the adjustments in the 2023 and 2024 consolidated financial statements are as

follows:

January 1, 2023

Increase
(decrease)

As previously
reported

As restated

Consolidated statements of financial position
Deferred tax liability $560,849,685
Revaluation reserve 1,618,731,957

(P15,684,257)
15,684,257

P545,165,428
1,634,416,214

December 31, 2023

As previously Increase
reported (decrease) As restated
Consolidated statements of financial position
Deferred tax liability 539,458,491 (P15,684,257)  P523,774,234

Revaluation reserve 1,549,621,291 15,684,257

1,565,305,548

December 31, 2024

As previously
reported

Increase
(decrease)

As restated

Consolidated statements of financial position
Deferred tax liability P518.,688,596
Revaluation reserve 1,480,510,625

(P15,684,257)
15,684,257

503,004,339
1,496,194,882
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22. AGREEMENTS
The details of purchased power are as follows:

2025 2024 2023

Generation cost
GMCP P1,117,042,130 P1,207,031,595 £1,321,828,366
WESM 729,885,586 807,687,101 652,048,665
EDC 462,651,884 570,034,780 617,127,520
OMSC 166,852,415 174,855,414 172,453,389

Transmission cost:

NGCP 526,929,842 405,621,082 313,173,527

$3,003,361,857 P3,165,229,972 $3,076,631,467

Electricity Supply Agreement between the Parent Company and Sun Asia Energy, Inc. (SEI),

with the latter assigning their rights to the ESA to Onemanaoag Solar Corporation (OMS)

On January 14, 2016, the Parent Company entered into a contract with SEI, wherein the Parent
Company committed to purchase clean power generated by SEI’s solar power plant project that
would be embedded into the Parent Company’s franchise area.

On July 14, 2016, the Parent Company and SEI filed a Joint Application to the ERC for the
approval of their ESA. The application was docketed as ERC Case No. 2016-154 RC and was
approved with modification by the Commission in its Decision dated December 19, 2017.
Through an Assignment Agreement dated July 13, 2018, SEI assigned all of its rights, titles, and
interest in and to the ESA, among others, in favor of Onemanaoagsolar Corporation. A
manifestation was filed by the SEI informing ERC of the said assignment.

On November 29, 2022 and March 10, 2023, ERC granted OMS Provisional Authority to
Operate (PAO) for Phases 1 and 2 of their embedded solar power plant projects, respectively.

Thereafter, the supply commencement date became effective in accordance with the ESA.

Power Supply Agreement with Energy Development Corporation (EDC)

On February 21, 2022, the Parent Company entered into a 10-year contract with EDC, wherein
the Parent Company agreed to purchase 20 MW (10 MW base load and 10 MW load following)
of its power requirement from EDC.

On November 7, 2022, the Parent Company and EDC filed a Joint Application to the ERC for
the approval of their Power Supply Agreement. The application was docketed as ERC Case No.
2022-082 RC and was provisionally approved by the ERC through the issuance of a Resolution
dated December 20, 2022. EDC commenced the supply of electricity to the Parent Company on
December 26, 2022.
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Purchased Power Supply Agreement (PPSA) for Distribution Utility Buyers (the “Original
PPSA”™)

The Parent Company and GNPower Ltd. Co. (GNPC) entered into:

(a) the “Original PPSA” in July 2006 wherein GNPC agreed to build, own and operate an
electric power generation facility for the purpose of supplying its customers with
environmentally clean electric power which commenced in 2010. Further, GNPC agreed to
supply and sell, while the Parent Company agreed to receive and purchase the product;

(b) a Memorandum of Agreement (the “MOA”) in July 2006, setting out the conditions for the
effectiveness of the PPSA; and

(c) a Commercial Protocol Agreement No. 1 (the “Commercial Protocol Agreement”) in 2007
(the Original PPSA, as amended, modified and supplemented by the MOA and Commercial
Protocol Agreement, the “PPSA™) for the purchase and sale of the product that commenced
in 2010/2011.

Amendment to Original PPSA

Pursuant to Project Assignment Agreement dated June 11, 2008, GNPC transferred the rights,
obligations, benefits, assets, liabilities and interest in the Original PPSA to GMCP.

On February 9, 2009, the Parent Company and GMCP amended the Original PPSA termination
date to be 180 months, unless extended pursuant to Section 2.4 or 2.5, from the date specified in
the Commencement Date Notice as set forth in Schedule 1 or December 31, 2012, if the GMCP
had not provided the Parent Company with the Commencement Date Notice by December 31,
2012, or such later date as the parties agreed in writing.

WESM Direct Membership

The Parent Company became a direct member of the WESM effective November 26, 2009 upon
completion of the requirements of PEMC, the autonomous group market operator of WESM.
This membership gives the Parent Company the privilege to purchase directly from the market.

Transmission Service Agreement with NGCP

The Parent Company entered the Contract with NGCP wherein the latter would provide the
necessary transmission services to the Parent Company, provided that the Parent Company shall
pay the applicable charges for such services and remain liable for any unpaid amounts despite
the termination of the agreement.

Service Agreement with TransCo

The Parent Company entered into service agreement with the TransCo. Under the agreement,
TransCo shall provide transmission services to the Parent Company effective June 26, 2006,
and shall continue to be in full force and effect until terminated in accordance with the
Provision of Open Access Transmission Service which governs the TransCo’s provision of
transmission services to qualified grid users.



23.

24,

Notes to Consolidated Financial Statements
Page - 50

On December 1, 2008, the franchise to operate and maintain the physical assets of TransCo for
50 years was granted to NGCP by virtue of R.A. No. 9511, An Act Granting NGCP a Franchise
to Engage in the Business of Conveying or Transmitting Electricity through High Voltage
Back-bone System of Interconnected Transmission Lines, Substations and Related Facilities
and for other purposes. With the affectivity of R.A. No. 9511, transmission services to the
Parent Company have been are provided by NGCP since December 2008.

Lease Agreements

Group as lessee

The Group entered into various lease agreements for the lease of its administrative office in
Quezon City and field offices in various towns of Pangasinan. The lease agreements are for a
period of one year subject to renewal, and the monthly total rental is 364,750 for 2025,
353,900 for 2024, and 360,007 for 2023. Total rent expense amounted to 4,377,001 for
2025, P4,246,800 for 2024, and £4,320,079 for 2023 (see Note 19).

Group as lessor

The Group entered into various lease agreements to lease out its electric poles in various towns
of Pangasinan. The lease agreements are for a period of one year subject to renewal and rental
rate of P270 to P340 per pole.

Total rental income amounted to P38,718,634 in 2025, P32,047,368 in 2024, and 23,528,318
in 2023, respectively, and is included in the “Other revenues” account under the “Revenues”
section in the statements of comprehensive income (see note 17).

EARNINGS PER SHARE

Earnings per share are computed as follows:

2025 2024 2023

Net income $349,556,438 P375,689,998 $372,043,401
Divided by: Shares outstanding 14,662,000 14,662,000 12,462,000
P23.84 P25.62 $29.85

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The financial instruments include cash and cash equivalents, trade and other receivables, rental
deposit, trade and other payables, customers’ deposits and dividend payable which are used for
working capital management purposes and operations. The Group does not actively engage in
the trading of financial assets for speculative purposes nor does it write options. The Group is
exposed to a variety of financial risk which results from both its operating and investing
activities. The Group’s risk management is in close cooperation with the BOD, and focuses on
actively securing the Group’s short-to medium-term cash flows by minimizing the exposure to
financial markets.
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Investment in financial instruments renders the Group subject to interest rate risks. These
include the risks arising from changes in interest rates. The primary source of the Group’s
interest rate risk relates to cash and other assets which are invested at various banks earning an
average interest rate of 0.5% to 5.50% per annum in 2025 and 2024. If the interest rate had been
0.5% higher/lower, the net income after tax would increase/decrease by 9,601,326 in 2025,
P8,171,243 in 2024, and P3,322,677 in 2023.

Credit risk

Credit risk is the risk that the Group will incur a loss from customers or counterparties that fail
to discharge their contractual obligations. The Group manages credit risk by setting limits on
the amount of risk the Group is willing to accept from counterparties and by monitoring
exposures in relation to such limits.

Credit risk exposure

The table below shows the maximum exposure to credit risk of the Group as at:

December 31, 2025

Basis of
recognizing  Gross carrying Loss Net carrying
ECL amount allowance amount

Cash in banks and cash
equivalents (a) $2,495,690,452 P- P2,495,690,452
Trade receivables (b) Lifetime ECL 605,052,565 14,515,757 590,536,808
Other receivables (b) 19,870,323 - 19,870,323
Rental deposits (c) 762,743 - 762,743
$3,121,376,083 P14,515,757 £3,106,860,326
December 31, 2024

Basis of
recognizing Gross carrying Loss Net carrying
ECL amount allowance amount
Cash in banks (a) P2,178,998.214 P- $2,178,998.214
Trade receivables (b) Lifetime ECL 586,356,765 14,515,757 571,841,008
Other receivables (b) 62,666,082 - 62,666,082
Rental deposits (c) 687,718 - 687,718
$2,828,708,779 P14,515,757 $2,814,193,022

(a) Cash in banks and cash equivalents are assessed to have low credit risk at each reporting
period. Cash in banks and cash equivalents are held by reputable banking institutions.

(b) For trade and other receivables, the Group has applied the simplified approach to measure
the loss allowance at lifetime ECLs. The Group determines the expected credit losses on
these items by using a provision matrix, estimated based on historical credit loss experience
based on the past due status of the debtors, adjusted as appropriate to reflect current
conditions and estimates of future economic conditions.

(c) Rental deposits are assessed to have low credit risk at each reporting period since these are

held by related parties.
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The Group does not hold any collateral or other credit enhancements to cover its credit risks
associated with its financial assets.

Trade and other receivables

The Group applies the simplified approach to measuring ECL which uses a lifetime ECLs for
all trade receivables. The loss allowance for trade receivables as at December 31 is determined

as follows:
December 31, 2025
Number of days past due
Current 0 to 30 days 31-60 days > 90 days Total
ECL rate 2% 2% 2% 2%
Gross carrying amount:
Trade receivables $362,135,153 P145,215,771 $56,960,828 P40,740,813 P605,052,565
Other receivables 19,870,323 - - - 19,870,323
382,005,476 145,215,771 56,960,828 40,740,813 624,922,888
Lifetime ECL £8,912,522 3,349,608 P1,313,882 P939,745 P14,515,757
December 31, 2024
Number of days past due
Current 0 to 30 days 31-60 days > 90 days Total
ECL rate 10% 5% 2% 1%
Gross carrying amount:
Trade receivables P354,095,734 P36,595,442  P186,473,364 P9,192,225  P586,356,765
Other receivables 62,666,082 - - - 62,666,082
416,761,816 36,595,442 186,473,364 9,192,225 649,022,847
Lifetime ECL 3,540,957 P731,909 P9,323,668 £919,223 P14,515,757
The following table sets out the credit quality of financial assets by category (gross of
allowance) of the Group:
December 31, 2025
Neither Past Due Nor Impaired
Past due but  Past due and
High Medium Low not  individually
Grade Grade Grade impaired impaired Total
Cash in banks and
cash equivalents $2,495,690,452 P- P- P- P- P2,495,690,452
Trade receivables 590,536,808 - - - 14,515,757 605,052,565
Other receivables 19,870,323 - - - - 19,870,323
Rental deposits 762,743 - - - - 762,743
$3,106,860,326 P- P- P-  P14,515,757 P3,121,376,083
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December 31, 2024
Neither Past Due Nor Impaired

Past due but  Past due and

High Medium Low not individually
Grade Grade Grade impaired impaired Total
Cash in banks P2,178,998,214 P- P- P- P-  P2,178,998,214
Trade receivables 571,841,008 - - - 14,515,757 586,356,765
Other receivables 62,666,082 - - - - 62,666,082
Rental deposits 687,718 - - - - 687,718

$£2,814,193,022 P- P- P-  PI14,515,757 $2,828,708,779

The credit ratings of the financial assets of the Group are determined as follows:

High grade

High grade financial assets consist of cash and cash equivalents which are deposited in large
universal and commercial banks. Trade receivables consist of current month’s billing expected
to be collected within ten (10) days from billing. Other receivables include receivables from
PEMC for Luzon WESM Prices for November and December 2013 ordered to be refunded by
ERC.

Medium grade

Medium grade financial assets include trade receivables that are expected to be collected within
30 days after billing.

Low grade

Low grade financial assets include trade receivables that are expected to be collected within 60
days after billing.

The Group’s customers consist mainly of third parties with good credit rating. None of the
financial assets that are fully performing has been renegotiated in 2025 and 2024.

Liquidity risk

The Group monitors and maintains a level of funds deemed adequate by management to finance
the Group’s operations and mitigate the effects of cash flows. Any excess funds are placed with
reputable banks to generate interest income. As at December 31, 2025 and 2024, the financial
liabilities have contractual maturities as follow:

December 31, 2025 December 31, 2024
Due within Due beyond Due within one Due beyond
one year one year year one year
Trade payables P251,278,350 P- $249,274,778 P-
Other payables* 180,783,116 - 163,790,780 -
Customers’ deposits 184,354,840 339,701,607 240,763,052 337,846,798

P616,416,306 $339,701,607 P653,828,610  $337,846,798

*Excluding statutory payables and other liabilities to government agencies amounting to 39,150,270 in 2025 and
P49,643,725 in 2024.
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Share price risk

Share price risk is the risk that fair value of financial assets at FVPL decreases as the result of
change in fair value of investments.

The Group’s exposure to share price risk relates primarily to the Group’s financial assets at
FVPL. The Group intends to hold these investments indefinitely in response to liquidity
requirements or changes in market conditions.

The following table demonstrates the sensitivity to a reasonable change in share price, with all
other variables held constant, of the Group’s income before income tax. The Group determines
+/-10% as reasonably possible change in share price. The detail follows:

2025 2024

Change in share price:
+10% 6,775,966 P18,427,039
—10% (6,775,966) (18,427,039)

CAPITAL RISK OBJECTIVE AND MANAGEMENT
The Group’s objectives when managing capital are:

- To safeguard the entity’s ability to continue as a going concern, so that it can continue to
provide returns to shareholders and benefits for other shareholders; and

- To provide an adequate return to stockholders by pricing products and services
commensurately with the level of risk.

Consistent with others in the industry, the Group monitors its capital on the basis of gearing
ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated as total
borrowings (including customer’s deposits, and trade and other payables as shown in the
statements of financial position) less cash and cash equivalents. Total capital is calculated as
Equity as shown in the statements of financial position plus net debt.

As at December 31, the Group’s ratios are as follows:

2025 2024
Trade and other payables and customers’ deposits P990,888,525 £1,041,319,133
Less: cash and cash equivalents 2,496,427,452 2,179,835,214
Net (cash) debt (a) (1,505,538,927) (1,138,516,081)
Total equity 5,883,133,175 5,658,039,574
Total capital (b) P4,377,594,248 P4,519,523,493

Gearing ratio (a/b) (34%) (25%)
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The following is the information on the Group’s assets measured at fair value at the end of each

reporting period:

Fair value Valuation
2025 2024  hierarchy techniques
Financial assets at P67,293,451 P184,270,387 Level 1 Net asset value per
FVPL share as published
by various unit
investment trust
fund and mutual
fund companies
Financial assets at 152,000,000 152,000,000 Level 1 Market bid quotes
FVOCI
Utility, plant and 3,903,272,803 3,878,693,425 Level 2 Depreciated
equipment replacement cost,
cost approach and
sales comparison
approach
Other property and 77,701,463 85,820,987 Level 2 Depreciated
equipment replacement cost

and cost approach

$4,200,267,717 $4,300,784,799

Financial assets and liabilities measured at amortized cost for which fair value is disclosed

The Group’s financial assets and liabilities which are not measured at fair value but for which
fair value is disclosed include cash and cash equivalents, trade and other receivables, rental
deposits and trade and other payables. Management considers that the carrying amounts of these
financial assets and liabilities approximate their fair value due to their short-term duration.

The carrying amounts of bill deposits approximate their fair values as bill deposits are interest-

bearing.
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OTHER MATTERS
EPIRA of 2001

R.A. No. 9136, otherwise known as the EPIRA Act (Act) of 2001 was signed into law on June
8, 2001. The covering Implementing Rules and Regulations (IRR) have already been
deliberated upon and approved by the Joint Congressional Power Commission. The Act
provides for, among others, the significant changes in the power sector, such as the (a)
unbundling of the generation, transmission and distribution sectors; (b) privatization of National
Power Corporation (NPC)’s generation, transmission, and other disposable assets, including
independent power producers or IPP contracts, (c) creation of ERC to regulate the electric
power industry; (d) creation of a wholesale electricity spot market within one year; (e) open and
nondiscriminatory access to transmission and distribution systems; and, (f) mandated rate
reduction and lifeline rate for marginalized end-users. The price will have regulated elements
for transmission and distribution, and competitive components for the electrical energy itself
and for ancillary or support services.

The law requires public listing of not less than 15% of common shares of generation and
distribution companies within five (5) years from the effectivity of the Act. It provides cross
ownership restrictions between transmission and generation companies and between
transmission and distribution companies, and a cap that no distribution utility is allowed to
source bilateral power supply contracts more than fifty percent of its total demand from an
associated firm engaged in generation except for contracts entered into prior to the effectivity of
the Act. Specifically relating to distribution utilities, the Act provides for the unbundling of
electricity tariff rates and the determination of stranded costs and its recovery through universal
charge.

On June 27, 2017, the ERC issued Resolution No. 10, Series of 2017, “A Resolution Extending
the Compliance Period Under Resolution No. 9, Series of 2011, for Generation Companies and
DU, which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less Than
Fifteen Percent (15%) of their Common Shares of Stocks, Pursuant to Section 43(t) of R.A. No.
9136 and Rule 3, Section 4(m) of its IRR”. In this resolution, ERC allowed an extension of one
(1) year or until the resolution of the petition, whichever is earlier, for generation companies
and distribution utilities to offer and sell to the public a portion of not less than fifteen percent
(15%) of their common shares of stocks.

On December 7, 2018, the ERC per ERC Case No. 2015-006 RM had set the continuation of the
public consultation on the “Petition to Amend ERC Resolution No.9, Series of 2011, Allowing
Registration of Shares at the SEC as a Mode of Public Offering”. The ERC invited the SEC to
discuss securities rules and regulations on public offering and public listings of generation
companies and distribution utilities.
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On June 4, 2019, the ERC issued Resolution No. 4, Series of 2019, “A Resolution Amending
Resolution No. 9, Series of 2011 Requiring Generation Companies and Distribution Ultilities
Which are not Publicly Listed to Offer and Sell to the Public a Portion of Not Less than Fifteen
Percent (15%) of Their Common Shares of Stock Pursuant to Section 43 (t) of R.A. No. 9136
and Rule 3, Section 4 (m) of its IRR.” The resolution amended Section 2.3 of Article II to
include offering of common shares of stocks for sale to the public in accordance with the 2016
IRR of Securities Regulation Code as a mode of public offering: (i) publication in any
newspaper, magazine or printed reading material which is distribute within the Philippines; (ii)
presentation in any public or commercial place; (iii) advertisement or announcement on radio,
television, telephone, electric communications, information communication technology or any
other forms of communications; or (iv) distribution and/or making available flyers, brochures or
any offering material in a public or commercial place or to prospective purchasers through the
portal system, information communication technology and other means of information
distribution.

In compliance with the above resolution, the Parent Company applied for registration of its
public offering of 15% or 2,200,000 of its common shares with the SEC. The registration of the
Parent Company’s shares was rendered effective by the SEC on December 27, 2023 under SEC
MSRD Order No. 72, Series of 2023, in which the public offering was made on January 8, 2024
to January 12, 2024.



. . WE ARE AN INDEPENDENT MEMBER OF
D M D Diaz Murillo HLB)} THE GLOBAL ADVISORY
Dalupan and Company AND ACCOUNTING NETWORK

Statement Required by Rule 68, Part I, Section 5,
Securities Regulation Code (SRC).
As Revised on August 19,2019

The Board of Directors and Stockholders

DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY
AB Fernandez St., Dagupan City

Province of Pangasinan

We have audited the accompanying consolidated financial statements of Dagupan Electric Corporation
and a Subsidiary (the Group) as at December 31, 2025 and for each of the three years in the period ended
December 31, 2025, on which we have rendered the attached report dated May 14, 2026. The supplementary
information shown in the “Reconciliation of Retained Earnings Available for Dividend Declaration”,
“Schedule of Financial Soundness Indicators” and “Schedules”, as additional components required by Rule
68, Part I, Section 5 of the Securities Regulation Code, is presented for purposes of filing with the Securities
and Exchange Commission and is not a required part of the basic consolidated financial statements. Such
information is the responsibility of the Group’s management and has been subjected to auditing procedures
applied in the audit of basic consolidated financial statements. In our opinion, the information has been
prepared in accordance with Rule 68 of the Securities Regulation Code.

Diaz Murillo Dalupan and Company

Tax Identification No. 003-294-822

BOA/PRC No. 0234, effective until June 23, 2026

SEC Accreditation No. 0234-SEC, Group A, issued on March 17, 2022, and valid for five years covering
the audit of 2021 to 2025 financial statements

BIR Accreditation No. 08-001911-000-2025, effective until March 11, 2028

eXes BXAbella

Partner

CPA Certificate No. 96749

Tax Identification No. 201-766-994

SEC Accreditation No. 96749, Group A, issued on August 12, 2021, and valid for five years covering the
audit of 2021 to 2025 financial statements

PTR No. 10771459, January 11, 2026, Makati City

BIR Accreditation No. 08-001911-004-2025, effective until March 11, 2028

May 14, 2026

Global Reach, Global Quality

Head Office . 7th Floor, Don Jacinto Building, De la Rosa comer Salcedo Sts., Legaspi Village, Makati City 1229 Philippines » Phone: +63(2) 8894 5892 / 8844 9421 / Fax: +63(2) 8818 1672
Cebu Office  : Unit 504 Cebu Holdings Building, Cebu Business Park, Mabolo, Cebu City 8000 Philippines * Phone: +63(32) 415 8108 - 10/ Fax; +63(32) 232 8029

Davao Office  3rd Floor Building B Plaza De Luisa, Ramon Magsaysay Avenue, Davao City 8000 Philippines * Phone/Fax: +63(82) 222 6636

Palawan Office : 2F MRC Building, Pineda Road, Brgy. San Pedro, Puerto Princesa City, Palawan 5300 Phiippines * Phone +63(48) 716 1580

Websile . www.dmdcpa.com.ph



Dagupan Electric Corporation and a Subsidiary
Revised SRC Rule 68
Annex 68-]
Schedule A — Financial Assets
December 31, 2025

Value Based
No of Shares Amount on Market

or Principal Shown in the Quotation at

Amount of Statements of End of Income

Bonds and Financial Reporting Received and

Notes Position Period Accrued

Financial assets at fair value
through other comprehensive
income (FVOCI)
Equity Securities
Tarlac Electric Inc. 400,000 152,000,000 152,000,000 5,124,000
Total - FVOCI 152,000,000 152,000,000 5,124,000
Financial assets at fair value
through profit or loss (FVPL)
Debt Securities
Petron Corporation* not applicable - - 2,933,624
Aboitiz Equity Ventures* not applicable - - 469,292
BPI - PHILAM 33,750,000 28,819,750 28,819,750 (335,915)
Equity Securities
BPI - PHILAM 12,500,000 8,082,917 8,082,917 (124,926)
Other equity and debt securities
Sun Life Asset Management Co., Inc. 5,148,800 17,680,464 17,680,464 (312,532)
Landbank of the Philippines 1,867,228 5,078,531 5,078,531 497,067
BPI - PHILAM 12,500,000 7,631,789 7,631,789 (189,904)
Total - FVPL 67,293,451 67,293,451 7,591,414
Cash in Banks and Cash
Equivalents not applicable 2,495,690,452 | 2,495,690,452 56,944,404
Trade and Other Receivables not applicable 610,407,131 610,407,131 -

*Disposed in 2025




Dagupan Electric Corporation and a Subsidiary
Revised SRC Rule 68
Annex 68-]
Schedule B — Amounts Receivables from Directors, Officers, Employees, Related Parties, and Principal
Stockholders (Other than Related Parties)
December 31, 2025

Balance Deductions Ending Balance Balance
at at the
Name and Beginning Additions Amounts End of
Designation of of Year Amounts | Written- Non- the
Debtor Collected off Current Current Year

Receivables from directors, officers, employees, related parties, and principal stockholders are within the
ordinary course of the company




Dagupan Electric Corporation and a Subsidiary
Revised SRC Rule 68
Annex 68-J
Schedule C — Amounts Receivables from Related Parties which are Eliminated during the Consolidation of
Financial Statements
December 31, 2025

Balance Deductions Ending Balance Balance
at at the
Name and Beginning Additions Amounts End of
Designation of Year Amounts Written- Non- the
of Debtor Collected/Paid off Current Current Year

Not Applicable




Dagupan Electric Corporation and a Subsidiary

Revised SRC Rule 68
Annex 68-]
Schedule D — Long Term Debt
December 31, 2025

Type of Obligation

Amount Shown Under Caption
"Current Portion of Long
Long-term Debt" in Related
Statement of Financial Position

Amount Shown Under
Caption "Long-term Debt"
in related Statement of
Financial Condition

The Company has no long-term loans




Dagupan Electric Corporation and a Subsidiary
Revised SRC Rule 68
Annex 68-J

Schedule G — Capital Stock

December 31, 2025

Number of Number of Shares Held by
Outstanding Shares

as Shown Reserved

Under the | for Options,
Related Warrants,

Number of Statement Conversion Directors,
Shares of Condition | and Other Related Officers, and
Title of Issue Authorized Caption Rights Parties Employees Others
Common Stock 15,000,000 14,662,000 12,534,690 2,127,310




Dagupan Electric Corporation

AB Fernandez St., Dagupan City, Province of Pangasinan
Schedule H - Reconciliation of Retained Earnings Available for Dividend Declaration

For the Year Ended December 31, 2025

Items

Amount

Unappropriated Retained Earnings, beginning of year, as adjusted
Add: Category A: Items that are directly credited to Unappropriated
Retained Earnings
Reversal of Retained Earnings Appropriations
Effect of restatements or prior-period adjustments

P1,466,186,123

Less: Category B: Items that are directly debited to Unappropriated
Retained Earnings
Dividend declaration during the year
Retained Earnings appropriated during the year
Effect of restatements or prior-period adjustments

147,499,725

- 147,499,725

Unappropriated Retained Earnings, as adjusted

Add: Net income for the current year

Less: Category C.1: Unrealized income (loss) recognized in the profit
or loss during the year (net of tax)
Unrealized fair value adjustment of financial assets at fair value through
profit or loss (FVPL)

1,318,686,398
354,069,935

(349,658) (349,658)

Add: Category C.2: Unrealized income recognized in the profit
or loss in prior year but realized during the year (net of tax)
Realized foreign exchange gain, except those attributable to cash
Realized fair value adjustment of financial assets at FVPL

2,200,218 2,200,218

Add: Category C.3: Unrealized income recognized in the profit
or loss in prior year but reversed during the year (net of tax)
Reversal of fair value adjustment of financial assets at FVPL
Reversal of previously recorded fair value gain of invetment property

Adjusted Net Income

Add: Category D: Non-actual losses recognized in profit or loss
during the year (net of tax)
Depreciation on revaluation increment (net of tax)

356,619,811

69,110,666 69,110,666

Add/Less: Category E: Adjustments related to relief granted by SEC
Add/Less: Category F: Other items that should be excluded from the
determination of the amount available for dividends distribution
Net movement of deferred tax asset not considered in the reconciling

items under the previous categories
Adjustment due to deviation from PFRS

3,335,525
- 3,335,525

Total Retained Earnings, End, Available for Dividend Declaration

P1,747,752,400




SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

Dagupan Electric Corporation and a Subsidiary

As at December 31, 2025, 2024 and 2023

Ratio Formula 2025 2024 2023
Current Ratio Current Assets / Current Liabilities 4.90 4.30 2.55
Acid Test Ratio (Cash and Cash Equivalents + Marketable 4.69 4.05 2.32
Securities + Accounts Receivable) / Current
Liabilities
Solvency Ratio (Net Profit After Tax + Non-Cash Expenses) / 0.36 0.36 0.35
Liabilities
Debt-to-Equity Ratio Total Liabilities / Total Equity 0.27 0.29 0.39
Asset-to-Equity Ratio Total Assets / Total Equity 1.27 1.29 1.39
Interest Rate Coverage  |Earnings Before Interests and Taxes / Interest N/A N/A N/A
Ratio* Expense
Return on Equity (Net Income / Average Shareholders' Equity) x 6% 8% 8%
100
Return on Assets (Net Income / Average Total Assets) x 100 5% 6% 6%
Net Profit Margin (Net Income / Revenues) x 100 9% 9% 9%
Net Sales Growth [(Net sales of Current Period - Net Sales of -6% 4% -14%
Previous Period) / Net Sales of Previous Period]
x 100
Net income percentage  |[(Net income of current period - Net income of -7% 1% 54%
previous period) / Net income of previous
period] x 100
Increase in shareholders' [[(Shareholders' equity of current period - 4% 34% -22%

equity

Shareholders' equity of previous period) /
Shareholders' equity of previous period] x 100

* The Group does not have any loan




DAGUPAN ELECTRIC CORPORATION AND A SUBSIDIARY

SUPPLEMENTARY SCHEDULE OF EXTERNAL AUDITOR
FEE-RELATED INFORMATION

For the Years Ended December 31, 2025 and 2024

2025 2024
Total Audit Fees $495,000 $480,000
Non-audit service fees:
Other assurance services - -
Tax services - -
All other services* - 100,000
Total Non-audit Fees - 100,000
Total Audit and Non-audit Fees £495,000 £580,000

*Agreed-upon procedure related to the application of proceeds from public offering



. . WE ARE AN INDEPENDENT MEMBER OF
Diaz Muirillo HLB) THE GLOBAL ADVISORY
Da'upan and Company AND ACCOUNTING NETWORK

Supplemental Written Statement to
Accompany Independent Auditors’ Report

The Board of Directors and Stockholders
DAGUPAN ELECTRIC CORPORATION
AB Fernandez St., Dagupan City

Province of Pangasinan

We have audited the financial statements of Dagupan Electric Corporation as at and for the year ended
December 31, 2025, on which we have rendered the attached report dated May 14, 2026.

In compliance with SRC Rule 68, we are stating that the Company has fifty-two (52) stockholders owning
one hundred (100) shares or more each.

Diaz Murillo Dalupan and Company

Tax Identification No. 003-294-822

BOA/PRC No. 0234, effective until June 23, 2026

SEC Accreditation No. 0234-SEC, Group A, issued on March 17, 2022, and valid for five years covering
the audit of 2021 to 2025 financial statements

BIR Accreditation No. 08-001911-000-2025, effective until March 11, 2028

Acexes IE ;ﬂgella

Partner

CPA Certificate No. 96749

Tax Identification No. 201-766-994

SEC Accreditation No. 96749, Group A, issued on August 12, 2021, and valid for five years covering the
audit of 2021 to 2025 financial statements

PTR No. 10771459, January 11, 2026, Makati City

BIR Accreditation No. 08-001911-004-2025, effective until March 11, 2028

May 14, 2026

Global Reach, Global Quality

Head Office - 7th Floor, Don Jacinto Building, De la Rosa comer Salcedo Sts., Legaspi Village, Makati City 1229 Philippines * Phone: +63(2) 8894 5892 / 8844 9421/ Fax: +63(2) 8818 1872
Cebu Office = Unit 504 Cebu Holdings Building, Cebu Business Park, Mabolo, Cebu City 6000 Philippines * Phone: +63(32) 415 8108 - 10/ Fax; +63(32) 232 8029

Davao Office  : 3rd Floor Building B Plaza De Luisa, Ramon Magsaysay Avenue, Davao City 8000 Philippines « Phone/Fax; +63(82) 222 6636

Palawan Office : 2F MRC Building, Pineda Road, Brgy. San Pedro, Puerto Princesa City, Palawan 5300 Philippines * Phone +63(48) 716 1580

Website . www.dmdcpa.com.ph
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2. SEC Identification Number ..18890............... 3. BIR Tax Identification No. .000-202-524-000
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10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA
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Item 9. Other Events

We advise that at the Special Meeting of the Board of Directors of DAGUPAN ELECTRIC CORPORATION
(the “Corporation”) held on May 14, 2025, at 10:00 a.m., the Board of Directors of the Corporation
approved the following resolution:

1. The Corporation has resolved to amend Article I, paragraph 3 of its By Laws to read:

“3. Notice of Meetings written or printed for every regular or special meeting

of the stockholders shall be prepared and sent to each stockholder by
electronic mail, courier, regular mail, or personal delivery, not less than
twenty one days prior to the date set for such meeting, and if for a special
meeting, such notice shall state the object or objects of the same. No failure
or irregularity of notice of any regular meeting shall invalidate such meeting
or any proceeding thereat, and any failure or irregularity of notice of any
special meeting at which all of the shareholders are present or represented
and voting without protest, shall invalidate such meeting or any proceeding
thereat. No publication of notice of meeting in the public newspapers shall
be required. (As amended on 14 May 2025).”

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

..DAGUPAN ELECTRIC CORPORATION... e MAY 19, 2025.............
Issuer Date
DD

ERWIN MARK A. GAVINO / Corporate Secretary

Signature and Title*

* Print name and title of the signing officer under the signature.
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4. ..DAGUPAN ELECTRIC CORPORATION..................
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5. ...PANGASINAN, PHILIPPINES.......cccevetrriirinnennnnne. 6. |:| (SEC Use Only)
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Item 9. Other Events

We advise that at the Special Meeting of the Board of Directors of DAGUPAN ELECTRIC CORPORATION
(the “Corporation”) held on May 14, 2025, at 10:00 a.m., the Board of Directors of the Corporation
approved the following resolution:

1. The Corporation has resolved to amend the article THIRD of its Articles of Incorporation to
read:

“THIRD: That the place where the principal office of the Corporation is
to be established or located at A.B. FERNANDEZ WEST, POBLACION OESTE,
DAGUPAN CITY, PROVINCE OF PANGASINAN. (As amended on 2 October 2000
and further amended on 11 November 2006, and further amended on 14 May
2025)”

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

..DAGUPAN ELECTRIC CORPORATION... e MAY 19, 2025.............
Issuer Date

ERWIN MARK A. GAVINO / Corporate Secretary

Signature and Title*

* Print name and title of the signing officer under the signature.
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Item 9. Other Events

We advise that at the Special Meeting of the Board of Directors of DAGUPAN ELECTRIC CORPORATION
(the “Corporation”) held on May 14, 2025, at 10:00 a.m., the Board of Directors of the Corporation
approved the following:

1. The Corporation established the Board Risk Oversight Committee, in addition to
the Corporate Governance Committee, and the Internal Audit Committee.

The Corporation resolved that each committee shall be chaired exclusively by an independent
director, and no independent director shall concurrently chair two or more committees.

The composition of each committee is formally designated as follows:

e Internal Audit Committee: Mr. Geromin T. Nepomuceno Jr. as Chairperson, with Atty.
Ranulfo M. Ocampo and Mr. Deon Peter James serving as members.

e Corporate Governance Committee: Atty. Ranulfo M. Ocampo as Chairperson, with Mr.
Geromin T. Nepomuceno Jr. and Mr. Deon Peter James serving as members.

e Board Risk Oversight Committee: Mr. Jose Maria A. Abaya as the Acting Chairperson
pending formal qualification and Board appointment of a permanent Chairperson. Its
members shall be Mr. Rene Bernard L. Llames and Mr. Geromin T. Nepomuceno.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

..DAGUPAN ELECTRIC CORPORATION... e MAY 19, 2025.............
Issuer Date

_Eoasivs
ERWIN MARK A. GAVINO / Corporate Secretary

Signature and Title*

* Print name and title of the signing officer under the signature.
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

1. May 19, 2025

Date of Report (Date of earliest event reported)
2. SEC Identification Number ..18890............... 3. BIR Tax Identification No. .000-202-524-000

4. ..DAGUPAN ELECTRIC CORPORATION..................
Exact name of issuer as specified in its charter

5. ...PANGASINAN, PHILIPPINES.......cccevetrriirinnennnnne. 6. |:| (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code:
incorporation
7. .AB FERNANDEZ STREET, DAGUPAN CITY, PROVINCE OF PANGASINAN. ..2400...............
Address of principal office Postal Code
8. ........ +632 83743039...+632 83743040.....cceeveireiiiiiieiieieeanens

Issuer's telephone number, including area code

Former name or former address, if changed since last report
10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding




Item 9. Other Events

We advise that at the Special Meeting of the Board of Directors of DAGUPAN ELECTRIC CORPORATION
(the “Corporation”) held on May 14, 2025, at 10:00 a.m., the Board of Directors of the Corporation
approved the following:

1. The Corporation shall declare that a cash dividend of forty percent (40%) of the net
income from the fiscal year 2024, amounting to P10.06 per share, or a total of
P147,555,607.20, payable by the end of July 2025 to all stockholders of record of the
Corporation as of December 31, 2024. Company management is further authorized to

take all necessary actions to effectuate the payment of said dividends in accordance with
applicable laws and regulations.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

..DAGUPAN ELECTRIC CORPORATION... e MAY 19, 2025
Issuer Date

_EFoasivs
ERWIN MARK A. GAVINO / Corporate Secretary

Signature and Title*

* Print name and title of the signing officer under the signature.
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

1. June 9, 2025

Date of Report (Date of earliest event reported)
2. SEC Identification Number ..18890............... 3. BIR Tax Identification No. .000-202-524-000

4. ..DAGUPAN ELECTRIC CORPORATION..................
Exact name of issuer as specified in its charter

5. ...PANGASINAN, PHILIPPINES.......cccevetrriirinnennnnne. 6. |:| (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code:
incorporation
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Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding




Item 9. Other Events

We advise that on 04 June 2025, the Securities and Exchange Commission issued the Certificate of
Incorporation of DECORP Renewables Inc. with Company Registration Number 2025060203931-15,
wherein Dagupan Electric Corporation subscribed to 3,470,000 common shares of stock, with a par
value of P100.00 per share, and with a fully paid-up subscription in the amount of P347,000,000.00.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

..DAGUPAN ELECTRIC CORPORATION... e JUNE 9, 2025.............
Issuer Date

/@wu
ERWIN MARK A. GAVINO / Corporate Secretary

Signature and Title*

* Print name and title of the signing officer under the signature.



