Dear Fellow Shareholders:
The impact of globalization and technology on world
economies has made it necessary for business units to
reinvent themselves, to devise new ways of exacting
improved efficiencies in operations. Boundaries are
falling down, like the old Berlin wall, between companies
and between technologies. Big is no longer bad, so long
as competitive pressure continues to provide the best
value to the customer.
Thus it seems that companies, notably those involved in
technology, are merging to gain the financial and
technical muscle necessary to invest in and to develop
the products and services for today’s emerging economy.
Technologies too are merging with each other, with
boundaries blurring between software and hardware,
carriage and content.

All these are captured in a word that is
often heard today: convergence. Simply,
convergence refers to the coming together
of technologies and systems used in what
used to be separate industries, to create
new and improved products and services
that improve operations, as well as better serve customers.
In Benpres, we are looking at convergence possibilities
in two areas. First and more obvious, due to ample
media coverage, is the convergence in communications.
Our broadcasting, cable and telecommunications
companies can come together to create services possible
only through joint undertakings.
Hence, ABS-CBN is providing content not only for
traditional free TV and radio, or what we have known as
broadcasting. In the new economy, ABS-CBN is incubating
the development and growth of new media like a UHF
station, portals and web sites, and specialized cable
channels or what is now known as narrowcasting.
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BayanTel and SkyCable will be reconfigured to take full
advantage of their joint carriage capabilities. The
converged BayanTel and SkyCable will create an
Integrated Broadband Services Group that will allow
content provided by ABS-CBN and our new media
companies to be available to corporate and consumer
clients.
At present, SkyCable is offering Internet access through
both cable and dial-up facilities, while BayanTel provides
dedicated Internet access through leased lines and
Frame Relay. In the future, BayanTel and SkyCable will
jointly offer cable telephony.
From the point of view of the customer, a single wire into
his home or office will bring not only entertainment on
traditional cable television but also broadband access to
the Internet and eventually, voice over IP (Internet
Protocol).

From our perspective as a business, we are able to
maximize the use of existing infrastructure and capability
for content, with higher-value products and services. We
will be able to bundle products where we enjoy a
competitive head start and higher service penetration.
Second and less obvious is the potential of convergence
across our various utility and infrastructure companies, in
power, tollways, water, telecoms and cable. There is
great potential to create operational efficiencies in such
key areas as customer service, billing and payment, line
installation and customer data base mining.
CIS, our information technology joint venture with
Meralco, will play a key role in facilities sharing and

management among our power, water and toll road
concerns. Its traditional business of systems integration
will be useful in the effort of our affiliates to integrate
some of their key functions.
We further anticipate the creation of new B2C and B2B
businesses, leveraging our call center, logistics and
customer relationship management platforms.
Events over the past year have given us impetus to
explore the potential of convergence for our companies.
We commissioned international consultants McKinsey
and Company to help us lay the initial conceptual
framework on how to best pursue this strategy across the
group. The demands of the new economy call for us to reinvent ourselves if we want not only to survive but to
remain highly competitive.
The challenges posed by the new economy are,

this translates into a one-off charge of Php 2.18 billion.
This provisioning was offset by the one-time gain booked
from our sale of PCIBank earlier in 1999. We sold PCIBank
to focus on our core businesses -- communications and
utilities. The elements of our convergence strategy are
the direct beneficiaries of our bold moves in 1999.
Our Manila North Tollways and Maynilad Water projects
continue to move forward. The shareholders’ agreement
for MNTC was signed in December 1999 and we broke
ground on Phase 1 of the Project in March 2000, to
widen and modernize the existing North Luzon Expressway.
Maynilad gave the mandate for term financing in July
1999 and we signed a bridge facility for US$100 million
in March 2000. The water utility is currently arranging a
term loan for US$350 million. This will help us rehabilitate
an aging network, reduce non-revenue water and increase
water, sanitation, and sewerage service coverage.
The power sector is as always, expected to deliver the
cash flows, especially when the first 1,000 megawatts of
the Sta. Rita, Batangas natural gas fired power plant
goes on stream in June 2000.
Your company is well positioned to benefit from converging
services and technologies across the entire group. With
our leadership in both content and carriage, Benpres is
expected to be a leader in the new economy taking
shape. As the analysts would say, we don’t know how it
will look like – it’s like imagining talkies during the era of
silent films. But happen, it will.
The Philippine economy may take a little longer to take
off. But with the help of these new technologies and the
enthusiasm with which Philippine companies have
embraced them, we face the future with confidence.

however,precisely
the kind where
the Benpres
companies
should thrive
best. We have in
fact, used the lull
in last year’s local business environment as the
opportunity to clean up our business strategies and our
books.

Thank you for your continued support.

OSCAR M. LOPEZ
Chairman, President & Chief Executive Officer

Last year, BayanTel took a full provision against its
investment in Express Telecom, an analog cell phone
service provider. This eliminates the recurring strain on
BayanTel’s financial performance. At the Benpres level,
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OVERVIEW
The Philippine economy remained weak for the greater part of 1999.
It was a tremendous challenge for businesses to operate profitably.
As the old millennium drew to a close, it became more apparentthat
competitiveness was the key to survival.
Working ahead of the pack, Benpres began executing a convergence
strategy aimed at harnessing its substantial communications and
utilities assets, so as to provide optimum value for its shareholders
and for the customers of its public service companies
-- here at home and overseas.
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Broadcasting & Cable
1999 Top 20 Primetime Shows
Rank

1
2
3
4
5
6

7
8
9

10

Program

Channel

Rating Audience
Share(%)
(%)

Mula Sa Puso
Esperanza
TV Patrol
Saan Ka Man Naroroon
Labs Ko Si Babes
Oka Tokat
Super Laff-In
Home Along da Riles
Regal Presents
Ghost Fighter
Cine Fiesta
Katapat Mayor Fred Lim
Nagmamahal Pa Rin Sa'yo
Magandang Gabi, Bayan
Maala-ala Mo Kaya
Flame of Recca
Okidokidoc
Wansapanataym
Star Cinema
Kaya ni Mister, Kaya ni Misis

ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
GMA
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN
GMA
ABS-CBN
ABS-CBN
ABS-CBN
ABS-CBN

45
39
29
27
27
26
26
25
25
25
24
24
23
23
22
22
22
21
21
21

63
56
55
42
43
42
44
41
47
36
40
45
39
48
43
35
37
36
38
34

Source: AC Nielsen, TV Meter Household Data

ABS-CBN Broadcasting Corporation
Stock Price
(in Philippine Pesos)
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end-1998

Oct.1999 March 2000

Note: ABS-CBN PDRs were listed on October 7, 1999,
following an offering at Php 46.00 each.
Source: Philippine Stock Exchange

ABS-CBN Broadcasting Corporation
posted an 18% increase in net revenues
to Php 7.7 billion and a 15% rise in net
income to Php 2 billion. ABS-CBN's key
role in Benpres's convergence strategy is
as content provider for affiliate service
companies.
Over the next two to three years,
ABS-CBN is expected to sustain its
growth with ABS-CBN International and
Studio 23 beginning to contribute
significantly to income. Its core business
continues to enjoy pricing power with its
superior programming, and trend setting
initiatives like the extension of primetime
and the dubbing of top-rated productions
in regional languages.
Studio 23 has managed to book a profit
after just two years in operation, a rather
astonishing feat for a major broadcast
station. Its bent for unique event
marketing, like the launch of the series
Charmed in Malate, Manila through a
party, has ensured the patronage of
young audiences. ABS-CBN International
has also turned in strong numbers and is
expected to perform even better this year.
The robust growth of ABS-CBN and
subsidiaries had always been largely
unrecognized, particularly in the way its
stock price lagged those of
regional media companies. Hence, ABSCBN Holdings Corporation, a special
purpose vehicle (SPV) acting in behalf of
certain ABS-CBN shareholders, issued
Philippine Deposit Receipts (PDRs) in
September 1999. The PDRs were then
listed on the Philippine Stock Exchange
(PSE) the following month.

The PDRs unlocked the value of
ABS-CBN, allowing foreigners to
participate in a media enterprise whose
ownership is constitutionally limited to
Filipinos. With foreigners allowed to buy
PDRs, ABS-CBN shares which have long
been undervalued, can now play catch-up
with regional media counterparts.
Also last year, the ABS-CBN web site
(http://www.abs-cbn.com) spun off its
news content into ABS-CBN Online
(http://www.abs-cbnnews.com), now
generating almost a million hits a day.
This year, ABS-CBN Interactive, Inc.
was established to explore business
opportunities in portal development
and e-commerce. Its portal
(http://www.pinoycentral.com)
aims to link Filipinos all over the world.
Sky Vision Corporation sustained its
market leadership in the cable TV
industry nationwide, pursuing a
consolidation strategy that further
expanded provincial coverage. It acquired
Cebu Cable TV, Inc. and the cable
operations of North Wire in Baguio and
Global Cable in San Pedro, Laguna.
This gives Sky unmatched provincial
dominance.
Sky also began its network's upgrade to
offer broadband services. The ongoing
upgrade in Metro Manila has allowed it
to launch early this year its internet via
cable modem service called ZPDee Cable
Internet. Subscriber response has been
promising. Sky has also leased its lines
to BayanTel for the latter's ongoing cable
telephony experiment in Davao.
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Telecommunications BayanTel
maintained its competitive presence in data
services and selective position in local
exchange operations. It has decided to focus
its resources on securing its leadership of the
data services market, backed by the technical
expertise of Bell Atlantic of the US, our strategic
partner in telecom. Bell Atlantic has seconded
two senior officials to BayanTel to help it
develop and sustain the expansion of the data
services business.
BayanTel already serves the data services
requirements of some 400 top corporations in the
Philippines. The company's innovative products
and personalized marketing continue to attract
subscribers as it enters new service areas,
including the provinces. BayanTel was the first
local exchange carrier to introduce caller ID and
other value-added services. Its Call Management
System (BayanCMS) has given businesses
access to unlimited capacity and switch-based
technology, with the flexibility to accommodate
expanding communications requirements.
Early this year, BayanTel launched a program to
make migration to Frame Relay service more
affordable to corporate customers. The ground
breaking Vendor Alliance Program reduces the
capital outlay of companies that need to avail of
new, high-speed packet services. At the same
time, it ensures customers get the best equipment
leading manufacturers have to offer, equipment
which are completely compatible with the
BayanTel network, allowing seamless operation.

Also last year, the US$70-million National
Digital TransmissionNetwork (NDTN) managed
and maintained by the Telecommunications
Infrastructure Corporation of the Philippines
(Telicphil) became fully operational. Using fiber
optic technology, the NDTN was put in service
in March 1999 and is the country's alternative
nationwide digital transmission backbone.
BayanTel owns 83.5% of Telicphil.
In 1999, BayanTel fully provided for a capital
loss for its investment in cellular affiliate
Express Telecommunications, Inc. in the
amount of Php 4.7 billion. At the Benpres level,
it means a one-off loss of Php 2.2 billion, to be
offset by the one-time gain of approximately
Php 4 billion from the sale of PCIBank earlier
in the year.
This move, however, does not mean that
BayanTel is getting out of wireless services.
There are still growth opportunities in this area
with mobile phone services leadership
transferring to three different operators in a
span of six years. BayanTel is keeping its
options open for alliances in this field.
Finally, BayanTel and Sky have been
functionally converged to take full advantage
of leveraged customer marketing and back
office consolidation opportunities. Examples
range from product cross-selling to centralized
billing and customer services.
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In 1999, deliberations on the industry
deregulation took center stage. Affiliate
First Philippine Holdings Corporation (FPHC)
has long been an advocate of a level playing
field – an industry which does not discriminate
against Filipino power producers.
First Generation Holdings Corp. (First Gen),
incorporated last year, is the newest power
generation subsidiary of FPHC. First Gen is
expected to have a total capacity of 1,862
megawatts, or approximately 19% of the
projected installed capacity of the entire
Luzon grid, by 2001.
First Gen is part of a corporate strategy aimed
at preparing for a business environment that will
be unprecedented in its complexity and
competitiveness, as the Philippines
progressively deregulates, lowers trade barriers
and allows the world to come into
its economy.
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deregulation. The company has supported an
early passage of the deregulation law that would
introduce more competition in the industry that,
in turn, should lead to cheaper electricity prices
for the country.
Although there has been some delay in the
construction of First Gas Power Corporation’s
Sta. Rita Project, the country’s first natural
gas-fired combined cycle power plant should
begin commercial operations by the second
quarter of 2000 where 1,000 megawatts will
come on stream. Meanwhile, financial closing
for the 500MW-San Lorenzo Project, also under
First Gas, was completed in early March and
construction started almost immediately.
Meralco's thrusts for 1999 tilted heavily in favor
of its 3.5 million customers with the successful
implementation of capital expenditure programs
aimed at improving the company's electric
distribution system with initiatives in customer
service.

First Gen will own and manage all of
FPHC’s power generation activities, including
the 225-megawatt Bauang power plant,
the 72-megawatt Panay power plant, the
1,000-megawatt Sta. Rita power plant now
nearing completion, the 500-megawatt San
Lorenzo plant whose construction is underway,
and the 65-megawatt Batangas co-generation
plant. It hopes to capitalize on the attractive
investment opportunities in power generation
that may result from the privatization of the
assets of National Power Corporation.

The company invested Php 6.5 billion in electric
capital projects which entailed the
commissioning and expansion of substations,
upgrading of transmission lines and installation
of new feeders to deliver premium power to core
customers in the manufacturing sector
specifically in the semiconductor and electronics
industries. Similar capital intensive projects
were undertaken for more reliable and sufficient
power supply to the company's residential
customers.

The consolidation of FPHC’s power generation
assets under First Gen provides sharper focus
on the core business, a feature which will be
particularly appreciated by creditors and
investors. The corporate reorganization forms
part of FPHC’s preparations for the era of

Aside from the completion of its lined-up electric
distribution projects, Meralco capped the year
with a successful rollover to the new millennium.
Proof of the company's five-year preparation
was the smooth and reliable function of all date
dependent electric distribution equipment.

With the passage of the law
deregulating the power industry,
Meralco is prepared to join other
players in the retail competition,
firm in its belief that this initiative
will eventually lead to improved
service and cheaper electricity
prices for the country.
The company's basic strategy
has and will always be giving the
best customer service,
introducing new and creative
ways to make this service the
most reliable, efficient and
attractive in the business.
There are studies on new
marketing strategies that include
discounts, add-on services and
reward points, more interactive
call centers and one-stop-shop
operation. These services may
include distributed generation,
demand side management,
consolidated meter reading and
billing, telecommunications and
cable.
The company created two new offices – Account
Management and Marketing – where the company
has achieved initial successes. At the close of the
year, net income was Php 3.3 billion, 34 per cent
lower than the 1998 figure of Php 5 billion.
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Water

The challenge for Maynilad Water
Services, Inc. in 1999 was to continue
its transition from a government-owned
utility to a private organization serving the
public.
To streamline the company's processes and
raise the level of customer satisfaction,
Maynilad initiated the International
Customer Information System (ICIS). ICIS
is aimed at improving cash flow and billing
accuracy, upgrading productivity from the
branch level and reducing administrative
cost.
To expand its service, especially to blighted
communities, Maynilad fast-tracked the
implementation of its "Bayan Tubig
Program," a socialized water service under
which low-income families are provided
individual water connections thereby
ensuring their access to safe, potable
water. More than 30,000 families have
already benefited from this undertaking.
In the year 2000, Maynilad is embarking on
a massive non-revenue water (NRW)
reduction program. NRW stems from

physical losses due to pipeline leaks or
corroded connections and from commercial
losses due to stolen water.
Rafael M. Alunan III, appointed Maynilad
president in October 1999, organized a
task force to specifically reduce NRW to
world-class standards through engineering
solutions, the criminal justice system and
internal reform. A massive capital
expenditure program begins this year
where Maynilad will replace 96 kilometers
of pipes, install 1,000 new valves and 600
new fire hydrants, undertake a leak
detection program covering over 2,000
kilometers of pipes, repair 35,000 leaks
and replace 200,000 water meters.

Toll Roads First Philippine
Infrastructure Development Corporation
(FPIDC), Philippine National Construction
Corporation (PNCC) and French firm Egis
Transroute last year signed in Malaca ang
the Manila North Tollways Corp. (MNTC)
shareholders’ agreement in the presence of
President Estrada. Signatories were FPIDC
vice-chairman Christian S. Monsod, PNCC
president and CEO Rolando L. Macasaet
and Egis Group president and CEO Gilles
Laservot. The Egis Group of France is
involved in transportation, infrastructure
and toll road operations worldwide.
The Toll Regulatory Board granted MNTC
the concession to finance, design,
construct, operate and maintain the Manila
North Tollway Project (MNTP) through a
supplemental toll operating agreement
(STOA) signed on June 15, 1998.

The MNTP involves the completion
of the following:
¥ upgrading of the North Luzon Expressway
from Balintawak to Sta. Ines,
82.62 kilometers (Phase 1);
¥ construction of the San Simon-GuaguaDinalupihan-SBMA Link, 67.00 kilometers
(Phase 2); and

Construction for the MNTP finally started in
March 2000, following the appointment of
Jose "Ping" de Jesus as president.
The first phase is scheduled for completion
within the next two years, with cost
estimated at US$355 million. Of this
amount, US$240 million will be raised from
the debt market.

¥ construction of C-5 from C.P. Garcia (UP)
to Letre Road, 22.27 kilometers (Phase 3).
The project will modernize and upgrade all
tollway facilities, including all approaches,
interchanges, overpasses, bridges, toll
plazas, sewerage and drainage systems,
buildings and related civil works. It will also
include an improved toll collection system
of integrated, industry-standard computer
systems and software that can meet
changing conditions.
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Property Development
In 1999, Rockwell Land Corporation began
to deliver units in Rizal Tower and Hidalgo
Place, two of the four residential towers in
the 15.5-hectare mixed-use inner-city
development. The remaining two, namely
Luna Gardens and Amorsolo Square are
scheduled for delivery early 2000.
With the opening of The Ateneo
Professional Schools in early 1999,
Rockwell's vision of being a city within a
city began to take shape. During the last
quarter of 1999, Rockwell Center
welcomed Nestlé Philippines as they
moved into their new 15-storey office tower.
Adjacent to the Nestlé building is PHINMA,
another office building which will be
completed in 2001.
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Construction of Rockwell Land's shopping
center, the Power Plant mall, is in full blast.
The mall is set to open its doors to the
public by October 2000.
Rockwell Land also began offering shares
of Rockwell Leisure Club in September
1999 with an average initial offer price of
Php 525,000 for individual membership and
Php 1.1 million for corporate membership.
The sports and leisure club will have dining
facilities, meeting rooms, swimming pools,
squash and tennis courts, a spa, a gym,
a dance studio and a children's play area.
A joint venture of Meralco, Benpres and
FPHC, Rockwell Land continues to create
quality living in all its developments.

ABS-CBN Foundation In 1999, ABS-CBN Foundation, Inc.
continued to strive toward its vision of a better world for the Filipino
child. As the socio-civic arm of ABS-CBN Broadcasting Corporation,
the Foundation offers outreach programs and produces educational
television shows.
Bantay Bata was established in 1997 to help curb child abuse. It has
handled a total of 6,596 cases in Metro Manila from 1997 to 1999.
These cases involve physical (51%) and sexual (13%) abuse, and
neglect (19%). At least 2,000 children in these cases have been visited
at home. Bantay Bata put up its first provincial office in Iloilo in
February 1999. By the end of the year, the Iloilo branch was able to
handle a total of 321 cases.

Bayan Microfinance is a lending program that provides members of
the community ready, collateral-free access to financial services.
The project supports livelihood activities in depressed communities,
providing loans ranging from Php 2,000 to Php 70,000.
Bayan Microfinance now has 17 branches and five regional offices.
And more branches are being proposed. In 1999, Bayan Microfinance
served a total of 7,923 clients distributed over 242 barangays
nationwide.
The Social Service Club responded to various disasters such as
typhoons, fires and floods. It provided relief and rescue operations to
171,340 people in 1999, including the victims of the Cherry Hills
tragedy in August 1999.

Artists and experts from various fields continue to put together the
shows of ETV (Educational Television). ETV's quality educational
programs help Filipino children reach their full potential. Colorful
productions and solid scripts combine in every episode of
Sine'skwela, Hiraya Manawari, Bayani, Math-tinik and Epol/Apol.

The Social Service Club, composed of volunteer students and young
professionals, spearheads the Foundation's Disaster Management
Program. It served 7,630 patients (mostly children) in 27 medical
missions last year.

On January 8, 2000, ETV launched Pahina, which aims to instill among
the young a thirst for reading and an appreciation of the written word.
The show follows Balt, a teenager who finds in the lives of literary
heroes parallels in his own.

Bantay Kalikasan, the Foundation's media-based environmental
program, envisions a responsibly-protected and preserved Philippine
environment where future generations may live safer, healthier and
bountiful lives.

ETV also provides TV sets to public elementary school classrooms, so
children can watch the programs that are broadcast nationwide via
satellite. ETV equips parents and teachers with free manuals that serve
as guides for children's pre- and post-viewing activities.

Bantay Kalikasan has several components and projects to address
specific concerns such as the Bantay Kalikasan Patrol, the
Environmental Hotline, and the advocacy, education and communication
component. The anti-smoke belching drive gathered 5 million signatures
to urge congress to pass the Clean Air Act.
In 1999, the Save the La Mesa Watershed Project
was launched.The community-based project aims to
reforest 200 hectares of denuded areas of the
watershed annually over a five-year period. So far,
about 53 hectares of open and poorly stocked
forestlands have been planted with Narra and
Mahogany. At a planting density of 625 seedlings
per hectare, a total of 33,125 seedlings have been
planted. The survival rate for the seedlings is
estimated at more than 90%.
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"Education is a fundamental right of all people -- women and men -- and is at the
core of human development. It is an effective equalizer of economic and social
opportunities. It is the foundation of an enlightened and free society."
Terence Jones – UNDP

Sky Foundation Sky Foundation, Inc. (SFI) was established in
June 1999 as the social development arm of the Sky Vision group of
companies. Its purpose is to contribute to nation building by utilizing the
infrastructure and technology available to Sky Vision and other Lopez
companies for the education of the Filipino. Its vision is to be the leader in
providing every Filipino with both global education and access to
educational technology needed for the development of the individual and
the Philippines, as a whole.
Last November 1999 SFI launched Knowledge Channel, an educational
channel on SkyCable which seeks to educate not just a few but all
Filipinos from different ages and walks of life on the many aspects of
life. This is with the hope that this will someday lead to not just
academic gains but also economic competitiveness, social transformation,
and increased pride in being a Filipino.
Knowledge Channel's initial focus is to supplement basic education by
providing curriculum-based cable programs for use in elementary and high
school classrooms. From its pilot test in November 1999, the channel now
airs 15 hours a day of local and foreign educational programs and is
viewed by millions of students in various parts of the country. It is
believed that these programs, besides providing audio-visual stimulation
and good role models in the English language, will also enrich the
quality of educational inputs in the classroom.
Although the channel is available to all subscribers of SkyCable, SFI
acknowledges the fact that public schools may have no means to access
this channel. To address this issue, SFI, represented by its executive
director, Rina Lopez-Bautista, signed a memorandum of agreement (MoA)
with the Department of Education, Culture and Sports (DECS), represented
by Secretary Andrew Gonzalez last June 28, 1999.
Under the MoA, SFI committed to establish and maintain an educational
channel and to raise funds to enable all public elementary and secondary
schools nationwide to watch the programs free of charge. Meanwhile,
DECS, espousing the benefits to be gained from the TV programs, has
declared
Knowledge
Sky Foundation, Inc.
Channel
Number of Public Scools Nationwide
mandatory
Year 2000
viewing for all
public
Provl
SKY
Total
NCR
elementary
1,778 2,358 39,826
580
No. of
and secondary
4.6%
6%
100%
Schools 1.5%
students.

No. of
Students

1.5 M

1.5 M

10%

10%

As of end-1999, 250 public elementary and secondary schools in the
National Capital Region (NCR) received free access to the Knowledge
Channel. By yearend 2000, SFI aims to provide access to 2,500 schools,
reaching 3 million students around the country, as the Knowledge Channel
transmits its signal nationwide via satellite. Future plans include providing
the Knowledge Channel to schools in areas where SkyCable is not
available by tying up with other cable operators, or using other available
technology where cable is not present.Providing access to the channel to
some 40,000 public schools will take several years with projected direct
costs of Php 1 billion.
Utilizing this cost-effective medium in providing educational inputs to
all public schools nationwide will also bring technology to the classrooms...
a much-needed educational component in this age of globalization and the
information superhighway. Being nationwide inscope, it is an effective
equalizer of educational opportunities for public and private school
students in the different provinces around the country.
Prior to launch, SFI oriented public school principals and teachers on
the project, particularly those from 37 schools in NCR that were
recommended by DECS for a three-month pilot study. SFI commissioned
a third party, the Ateneo Wellness Center, to evaluate the effectivity of
the programs on learning and motivation, and the delivery and
implementation of the Channel. To-date, SFI has completed the
orientation of all the principals of public schools in the franchise
areas of SkyCable, the first beneficiaries of the Knowledge Channel.
Believing that the school principals and teachers are the key implementors
of this project, other support activities were prepared such as the following:
1) a series of free two-day live-in workshops to train public school teachers
in TV-assisted instruction to be conducted in several areas around
the country;
2) printed calendars and teachers guides to be distributed to each school;
3) preview hours for teachers who would like to view the program ahead
of the class; and
4) community-targeted activities.
SFI has set out to do a noble yet gargantuan task. Knowing this, it is
actively seeking the support of government, business and civil society
to make its vision a reality. It plans to sustain its efforts through
financial contributions, donations and by selling Knowledge Channel as
an effective vehicle for advertisers.
It is SFI's dream to make an impact on the lives of every Filipino and
be a catalyst that will spur each Filipino to achieve his/her full
potential in this global community. It is not enough to help one or two
Filipinos. SFI must impact enough lives to reach that critical mass
needed to take the Philippines out of human development mediocrity.

3.0 M 15.2 M
20%

100%
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COMMUNICATIONS ASSETS
Benpres has all the elements needed
to fully participate in convergence opportunities
BENPRES HOLDINGS CORPORATION

ABS-CBN Broadcasting

Sky Vision

Bayan Telecommunications

the Philippines' largest
media/content company

nearly 1 million homes
passed by cable network
(upgrading to HFC)

leading domestic leased line provider

360,000 subscribers,
as of end -1999

first to launch Frame Relay service,
now has full range of data services for
business sector (LL, FR, IPL, VPN,
nationwide broadband packet network)

broadcast network covers 97%
of TV households
produced all but two of the top 20
TV programs in 1998 and 1999

unrivalled provincial
dominance

60% audience share in 1999;
over 1 million page views
per week on abs-cbn.com and
other affiliated websites
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Pinoy Blockbuster and
Lifestyle Network
top-rated cable channels

250,000 fixed lines as of end -1999

first alternative domestic backbone
(via 83.5%-owned Telicphil),
with the widest data network coverage
Bell Atlantic holds 20%

COMMUNICATIONS
CONVERGENCE
With a full range of communications and media assets,
Benpres Holdings Corporation has all the elements
needed to fully participate in convergence opportunities.
Communications convergence requires a carrier and a content
provider. The carrier serves as the pipeline to consumers. It is the
conduit by which the information passes from source to user. The content
provider is the source of information like news, features and other products like
recordings, video clips and links.
Sky Vision Corporation, majority-owned by the Lopez group, is the number one
cable company, with the widest nationwide network passing nearly a million
homes. Connecting to some 360,000 households, it is the leading entertainment
provider in the Philippines. Its cable network is now being upgraded to a hybrid
fiber coaxial (HFC) infrastructure that will allow two-way transmission.
Traditionally used to deliver video signals, the cable infrastructure that Sky has
already laid out is inherently “broadband” or high capacity.
Advances in technology enhanced Sky’s role as a carrier because the simple
cable connection installed in homes and offices can actually deliver more than
video. It can also carry voice and data. Hence, at little incremental cost,
Sky’s upgrade for two-way services positions it as a prime carrier for convergence
opportunities. In fact, Sky recently launched its cable modem service called
ZPDee Cable Internet which allows users to access the Internet through
Sky’s existing cable infrastructure.
BayanTel, meanwhile, complements Sky’s strong retail suit with its expertise in
serving the corporate market. As the pioneer data services provider, BayanTel
offers a full-range of services including leased line, Frame Relay, international
private network, virtual private network and nationwide broadband private
networks.
BayanTel was the prime mover in establishing the country’s first alternative
domestic backbone, an asset vital to the growth of Internet service in the
Philippines. The combined fiberoptic and microwave backbone operated by
83.5%-owned Telicphil (Telecommunications Infrastructure Corporation of the
Philippines) has a capacity of 2.5 gigabits per second and uses Synchronous
Digital Hierarchy (SDH) technology.
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Having the full

BayanTel extended its data leadership with the commissioning of seven multiservice Nortel Packet Switches in the 4th quarter of the year. These multiservice switches are distributed across the Philippines and deliver leased
lines, Frame Relay, ATM and IP services. A significant number of BayanTel
corporate customers are already benefiting from this enhanced network.
This means Benpres has an integrated broadband delivery platform and
is in the best position to serve the needs of both retail and corporate clients
nationwide.
As a local exchange carrier (LEC), BayanTel registered 250,000 subscribers
in Metro Manila, Bicol, Eastern Visayas, and northern and southern Mindanao
in 1999. Its strategic partnership with Bell Atlantic of the US is seen as a solid
foundation on which to further build its dominance in data services and its
entry into the convergence arena. Bell Atlantic’s strong support in terms of
technology and management augurs well for BayanTel’s continued stability
and long term viability.
ABS-CBN is the undisputed leader in content. As the country’s largest media
company, ABS-CBN reaches 97% of television households and in 1999
garnered a 60% audience share. It also reaches over 75,000 households
subscribing either to ABS-CBN International’s direct-to-home (DTH) service
available in the US and the Middle East or to cable service in the US,
Australia and Japan. On radio, DZMM on the AM band and DWRR on the FM
band have continued to be formidable with the solid backing of mass
audiences.

ABS-CBN’s role as content provider is key in implementing a convergence
strategy. Producing over 12,000 hours of original programming a year and
managing at least 180 artists through the Talent Center, ABS-CBN can draw
on the most extensive library of local productions and the biggest pool of
talents for film, music recording, video, television and radio broadcast,
narrowcast and webcast.
Star Cinema has produced approximately 100 movies in the last five years
and continues to produce some 20 films a year, all of which add to the
ABS-CBN library. ABS-CBN Publishing prints pocketbooks based on drama
anthologies and serials shown in ABS-CBN Channel 2. It also publishes a
host of magazines catering to niche markets such as Sky Guide , Metro ,
and Food . UHF station Studio 23 has captured young, upscale audiences.
ABS-CBN News Channel, a joint venture with Sky, has found its own market
given strong business programming anchored on multi-weekly shows Stock
Market Live and Business Nightly , as well as the loyalty of viewers to the
English-language newscast, The World Tonight .
In addition, Sky has made available such top-rated cable channels as
Pinoy Blockbuster, a channel showing Filipino films, and Lifestyle Network,
a channel which caters principally to women. Pinoy Blockbuster is now the
number one cable channel in the Philippines while Lifestyle Network,
launched only in 1999 has landed in the top ten.

CONVERGENCE OPPORTUNITIES
NETWORK ELEMENTS
ABS-CBN terrestrial - 97% of TV homes
BayanTel LECs - fiber to node, twisted pair
Sky Cable systems - hybrid fiber-coax (HFC)
Telicphil backbone - fiber/microwave (2.5 Gbps)
BayanTel backbone - microwave (150 Mbps)
*ABS-CBN DTH - US, Middle East, Japan, Australia
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range of communications and media assets is key to success in a converged environment.

ABS-CBN web sites abs-cbn.com and abs-cbnnews.com register over a
million page views a week. The sites carry entertainment features,
opportunities for chatting with ABS-CBN contract artists, and streaming
online broadcasts with news from both ABS-CBN News Channel and DZMM,
as well as music from DWRR.

What is to be done? Aside from upgrading Sky’s network infrastructure,
the company can also integrate carrier elements to achieve a single customer
interface. On the content side, Benpres will continue to leverage traditional
media capabilities to drive new media content, as well as source foreign
content through global partners and catalyze local content viewing through them.

Hence, ABS-CBN’s media assets, both news and entertainment, are being
leveraged to serve the public not only through traditional delivery mechanisms
like free TV and radio, but also the new media enterprises in a well-defined
convergence strategy.

Benpres has not only the assets necessary to implement a convergence
strategy in communications, but also a clear vision of a converged future.
There already exists a definite, though flexible, path based on a three-horizon
scenario. The company aims to sustain current, mature businesses,
in order to grow emerging businesses, as well as nurture embryonic
or early stage businesses.

Pinoycentral.com is expected to become the portal of choice for anyone
who wants to learn anything about the Philippines and the Filipino, with
over 14,000 links to Filipino-related web sites. Lakbay.net established
by Benpres affiliate Kalakbayan Travel Systems, Inc. provides travel
information and assistance to Philippine tourist attractions.
In sum, carrier elements available to Benpres include Sky’s HFC network,
BayanTel’s backbone and LECs, and ABS-CBN’s terrestrial reach and DTH
platform. In content, ABS-CBN’s array of talents and productions provide
a rich source of entertainment and news.
Online business-to-consumer (B2C) opportunities abound, particularly with
Pinoycentral’s links to thousands of sites, including Lakbay.net, abs-cbn.com
and abs-cbnnews.com.

Global trends bear out our current direction. Recently, AOL, the largest
Internet service provider, acquired Time Warner, one of the largest cable
companies in the US and owner of some of the most recognized media
entities in the world such as CNN, HBO, Time magazine, and Warner Brothers
studios. In the carriage arena, AT&T metamorphosed into the largest cable
company in the US by acquiring TCI and MediaOne, two of the largest cable
operators in the US. This shows the importance of having an integrated
delivery platform.
In the Philippines, vision and strategy give Benpres first mover status
and place it in a position to reap full benefits from convergence opportunities
in the communications sector. The group is committed to explore these
opportunities to enhance shareholder value and to deliver ever new and
even better services to the Filipino worldwide.

THE LEADING SOURCE OF CONTENT
Broadcast

Narrowcast

Webcast

Printcast/Cinecast
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UTILITIES PLATFORM
Unrealized cost synergies are present
in the front and back offices.
Service

Service
Provider

Internet
Access

15,000

Sky
Internet

Basic
Telephony

250,000

BayanTel

Cable TV

360,000

Sky Cable

Water
Distribution

500,000

Maynilad
Water

Power
Distribution
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Number of
Customers

3,500,000

Meralco

Benpres Holdings Corporation has identified opportunities for integration
in its utilities concerns. There are unrealized cost synergies in terms of
billing and call center management for companies like Manila Electric
Company (Meralco), Maynilad Water Services, Inc., SkyCable,
Sky Internet and Bayan Telecommunications, Inc.
These companies provide basic household services, which include
electricity, water, cable, Internet and telecommunications. And as service
companies, they share similar customer bases, operational procedures,
overlapping franchise areas, and a standard organizational structure
present in utility companies.
Front office functions that can be combined are marketing and customer
service. This will result in an integrated sales force to market services and
create customer awareness, and in a single customer service to act as a
call center to answer queries, address complaints, and facilitate action –
across the companies.
On the other hand, common back office functions include network
maintenance for connections, disconnections and repair, bill printing
and delivery, and in some cases, meter reading. These standard aspects
of utility operations give rise to opportunities for an integrated
platform that can better serve the customer and reduce overhead for the
service provider.

In 1998, Benpres acquired Corporate Information Solutions, Inc. (CIS),
the largest domestic information technology (IT) company in the country.
CIS will be the prime mover in effecting synergies in the front and back
office operations of Benpres utilities.

The 'Utilities Platform' can be
leveraged to achieve:

It is within the expertise of CIS to do system integration, applications
development, facilities sharing and data warehouse and data center
operations. Hence, common customer management processes such as
service set-up and maintenance, billing and collection, and call center
management can be integrated to improve service and efficiency across
all companies.

by sustaining customer service standards
under large scale economies

The potential benefits of realizing cost synergies across the service
companies are clear. Working along this “utilities platform”, Benpres
expects to achieve lower costs as the subsidiaries sustain customer
service standards under large-scale economies. In addition,
opportunities for cross-selling to common existing and potential customers
can maximize service penetration within the group’s franchise areas.
Finally, the group can tap new markets as it gains expertise in integrating
systems to allow it to service non-Lopez companies domestically and
globally.
Benpres believes its ability to manage assets to achieve utilities
convergence favors success in a most competitive arena in the world of
business and industry, a world now being shaped essentially by
information and new technology.

Lower Costs

Maximum Service Penetration
by cross-selling to customers
in the common database

New Markets
by servicing other companies
in the Philippines or overseas
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Management Responsibility
For Financial Statements

Securities and Exchange Commission
SEC Building, EDSA Greenhills
Mandaluyong City
The management of Benpres Holdings Corporation is responsible for all information and representations
contained in the consolidated financial statements as of December 31, 1999 and 1998 and for each of the three
years in the period ended December 31, 1999. The financial statements have been prepared in conformity with
generally accepted accounting principles and reflect amounts that are based on the best estimates and informed
judgment of management with appropriate consideration to materiality.
In this regard, management maintains a system of accounting and reporting which provides for the necessary
internal controls to ensure that transactions are properly authorized and recorded, assets are safeguarded
against unauthorized use of disposition and liabilities are recognized.
The Board of Directors reviews the consolidated financial statements before such statements are approved and
submitted to the stockholders of the Company. Sycip, Gorres, Velayo & Co., the independent auditors appointed by
the stockholders have audited the consolidated financial statements of the Company in accordance with generally
accepted auditing standards and have expressed their opinion on the fairness of presentation upon completion of
such audit in their report to the stockholders.

OSCAR M. LOPEZ
Chairman, President & Chief Executive Officer

JOSE XAVIER B GONZALES
Chief Operating Officer & Chief Financial Officer
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FINANCIAL STATEMENTS

Report of Independent
Public Accountants

SGV & CO

The Stockholders and the Board of Directors
Benpres Holdings Corporation
We have audited the accompanying consolidated balance sheets of Benpres Holdings Corporation and
Subsidiaries as of December 31, 1999 and 1998, and the related consolidated statements of income and retained
earnings and cash flows for each of the three years in the period ended December 31, 1999. These financial
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally auditing standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above presented fairly, in all material respects, the financial
position of Benpres Holdings Corporation and Subsidiaries as of December 31, 1999 and 1998, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 1999 in
conformity with generally accepted accounting principles.
We have examined the pro forma adjustments reflecting the transaction described in Note 1 and the application of
those adjustments to the historical amounts in the assembly of the accompanying pro forma consolidated balance
sheets of Benpres Holdings Corporation and Subsidiaries as December 31, 1999 and 1998 and the pro forma
consolidated statements of income and retained earnings and cash flows for the years then ended. Such pro forma
adjustments are based upon management's assumptions that there will be a conversion of the Notes as described
further in Note 1. Our examination included such procedures as we considered necessary in the circumstances.
The objective of this pro forma financial information is to show what the significant effects on the historical
financial information might have been had the transaction referred to in Note 1 occurred at an earlier date.
However, the pro forma consolidated financial statements are not necessarily indicative of the results of
operations or related effects on the financial position tat would have been attained had the above-mentioned
transaction actually occurred earlier.
In our opinion, management's assumptions provide a reasonable basis for presenting the significant effects
directly attributable to the above mentioned transaction described in Note 1, the related pro forma adjustments
give appropriate effect to those assumptions, and the pro forma column reflects the proper application of those
adjustments to the historical financial statement amounts in the pro forma consolidated balance sheets as of
December 31, 1999 and 1998, and the proforma consolidated statements of income and retained earning and
cash flows for the years then ended.

Makati City
March 31, 2000
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