Republic of the Philippines
ENERGY REGULATORY COMMISS
San Miguel Avenue, Pasig City

IN THE MATTER OF THE APPLICATION
FOR THE APBROVAL OF - THE
PROPOSED NEVW BASIC GENERATION
RATES FOR LUZON, VISAYAS AND
MINDANAO GRIDS WITH PRAYER FOR
PROVISIONAL AUTHORITY

ERC CASE NO. 2008-004 RC

NATIONAL POWER CORPORATION
(NPC} AND POWER SECTOR ASSETS

AND  LIABILITIES  MANAGEMENT DO Ky
CORPORATION (PSALM), Date; .. "% Forly
Applicants. By: o=
T X L
ORDER

During the March 19, 2008 hearing of this case in Cebuy City, the following

entered their appearances:

L Applicants:

a. National Power Corporation (NPC}; and
b. Power Sector Asssts and Liabiities Management Corporation
(PSALM). '

Intervenors/Oppositors:

Visayan Electric Company (VECO);
Leyte I Electric Cooperative, Inc. (LEYECO I1y;
Negros Occidental Electric Cooperative, inc. (NOCECO):
Region Vil Association of Electric Cooperatives:
Freedom from Debt Coalition (FDCy;
National Association of Electricity Consumers for Reforms
(NASECORE); '
An Waray Party List
. Social Action Center {SAC);
Consumer Complaint Center {CCC);
Philippine Associated Smelting and Refining Corporation
(PASAR); :
K. Mactan Export Processing Zone (MEPZ):
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[.  Philippine Chamber of Commerce and industry (PCCi);

m. Philippine Exporters of Cebu:

n. Provinciai Government of Northern Samar;

o. City Government of Bacolod:

n. Mr. Felipe Concepcion of Victory Refrigeration; and

4. Mr. George Sanchez and Mr. Viadimir Gonzalez as consumers
of Central Negros Electric Cooperative, inc. (CENECQ).

At the said hearing, NPC and PSALM presenied their proofs of
compliance with the Commission’s posting and publication of notice requirements

which were duly marked as Exhibits *D” to “L”, inclusive.

Ui verification of the afcresaldg documeants, several

O
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intervencrs/oppositers internosed their respeciive objections i view of N
PSALM's failure to: a) comply with Section 2 (a). Ruie 8 and Section 5 of Rule

13 of the Commission’'s Rules of Practice and Procedurs; b) submit the

Ceriificate of Posting issued by the Office of the Mayor of Cebu City; and ¢}

inform the consumers of thelr inteniion 1o increase the generation rates.

In response thereto, NPC and PSALM contended that they have fully
complies with the Commission's Rules of Practice and Procedure.  Thay
manifested that the Office of the City Mayor of Cebu failed o issue a Ceriiicate
of Posting despite receipt of NPC’s letter request dated February 3, 2009. Thus,
the said NPC letter, which_was received by the Office of the City Mayor of Cebu
on February 12, 2008, was sufficient compliance with the Commission's

iurisdictional requirements.

Acting thereon, the Commission ruled that NPC and PSALM substantialiy
complied with its Rules of Practics and Procedure and provisionaily accepiad the

documents presented by NPC and PSALM. They were then directed o submit
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ten (10) days from the said date of hearing.

The parties who manifested their intentions to intervene in this case were
provisionally admitted as intervenors subject to the filing of their respective
pe{itions for intervention, within five (5) days from the said date of hearing.
Failure of any parly to file said petition within the prescribed period shall
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In the meantime, MPC and PSALM conducied their expository

preseniation through their representative, Ms. Lourdes S. Alzona. In the course
thereof, the Commission and the intervenors/oppositers propounded clarificatory

guestions.

The exposiicry preseniation having been terminated, the Commission
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SEUSS feialve 10 ae instant spolicalion.  Accordingly, the foliow ng were the

stipulations made by the parties:

1. Stipulation of Facts

a. NFC is a government-owned and conirolied corporation, created and
exisiing under and by virtue of Republic Act No. 8385 (R.A. 6385), as
amencded (the NPC charter), with principal office address at NPC-Office
Building Complex (NPC-OBGC), corner Quezon Avenue and BIR Road,
Diliman, Quezon City;
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virtue of Republic Act No. 5138 or the “Eisctric Power industry Reform Act

[
0
A
A
i
o
m

3

¢. NPC was mandated under its Charter, prior to the effectivity of EPIRA, o
~ undertake the development of hydroelectric power generation and the
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proQucion of ewdlricily from nuclear, gsothermal and other sources of
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energy in order to aftain, among others, the objective of providing an

adeguate supply of electric power nationwide at a reasonable price,

0

FSALM is filing the instant application in its capacily as the transferee,
owner and administrator of the generating asssts of NPC pursuant o
Section 49 of the EPIRA;

On June 22, 2004, NPC and PSALM filed an appiication, docketed as ERC
Case No. 2004-178 for the approval of the revised Return on Rate Base
(RORB) and Time-of-Use {TOU)-based generation charges for the Luzon,
Visayas and Mindanao Grids, based on CY 2002 Audited Fipancial
Statements. On September 3, 2004, the Commission issuad an Order
provisionally approving an adjusimant in their average ;

grid and suthorizing tham fo implement the TOU

rrevocable oplion of tha custome v

approves 10U rates. Cn Aprd

Dacisicn approving the final leveis

as the final TOU Rate Schedule 1o be impl

to ail customers;

The CY 2007 financial statement of NPC and PSALM shall be the basis in
calcuiating the new revenue requirements since it is the most recent and
most reflective of NPC’s current assets and cosis;

The residential consumers are directly affected financially by any rate
adjustment like in the instant application:

ncial burden was caused by the
[KAWh Mandaied Rate
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NPC

Whether or not NPC and PSALM are entitled to the relief prayed for in the
instant application, as follows:

A

t. The proposed new basic generation charge for Luzon, Visavas and
Mindanao Grids, as reflected in the TOU Rate Schadule:
2.7 i~ C’s generation
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3. The azuiomatic impiementation in the gucceeding quarter of the
proposed adjusted TOU rates incorporating the approved adjustments
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cofresponding to NPC's generation assets in Luzon, Visayas and
Mindanac Grids privatized in the previous guarter;

=
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riving the revised TOU Rate Schedules: and
The adjustment of the Lasic generation charges and its corresponding
TGOU Rate Schaduie once the application for recovery of the costs for
the Naga Thermal Diesel/Gas Turbine Power Plants and Mindanao
Coal-Fired Power Piant are approved by the Commission.

g.n

NASECORE
a. Whether or not the proposed basic generation charge is reasonable,

@

b

necessary, prudeni and would redound o the inierest of =zl eiectricity
consumers;

Yheiher or not the privatization of planis as stated in the instant
appiication should resuit to an increase in basic genergtion charge;

r not the twelve percent (12%) RORB should be approved by
the Commission; and

Whether or not the PhP0.30/kWh MRR and the PPD have an impact on
the financial! difficulties claimed by NPC and PSALM,

Whetner or not the proposed new basic generation rates for Luzon,
Visayas and Mindanao Grids filed by NPC and PSALM are refiective of
the true cost of actual power piants in service;

Whether of not NPC and PSALM took into consideration the ERC-
approved heat rate caps in the calculation of their oroposed naw basic
generation rates;

Whether or not the adoption of the indexation methad to re-value NPC's
generating assats will result o an accurate and fair asset vaiuation;

einer or not the methodoiogy used by NPC and PSALM (the peanut-
butter approach) in deariving the revised TOU Rate Schedules is fair; and

Whether cr not the plant stacking as of 2007 should be usad as the basis
for the revised TOU Rate Schedule.

Whetirer or not the tweive percent (12%) RORB has any factual and legal

oy
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b.

Whether or not the applied rates will reflect the true cost of electricity; and

c. VWheiher or not NPC and PSALM could iegally recover through a rate
increzse what had been given as incentives 10 consumers.
PABAR
a. !

urrent world economic recession; and

Whether or not NPC is entitied to a rate increase in tne light of its
protitable operation and ¢

b. Whether or not (i) the rate base for the consumers in Leyte-Samar Region

shouid be based on the depreciated value of the NPC's Tongonan

-Geothermal Power Plant and (i) consumers in Leyte-Samar Region must

1

)
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not be required to share the rate base and fue! costs of the more
expensive and inefficient pewer plants in the other regions of the Visayas
being the host of cheap gecthermal power.

a. Whether or not the rate adjustment of NPC and PSALM will augment the

+

power supply and address the power shoriage in the Visayas.

p=r}

Meantime, the Commission took iudicial notice of the following facts:
) o4

a. The Commission mandated NPC and PSALM to, among others, appiy

periodically for rate adjustments to consider sale of assets, change in
load profile and plant stacking;

0. On sune 3, 2008, NPC filed a revised basic generation rales docketed

as ZRC Case No. 2008-030 RC, to reflect the impact of the sale,
ransier and disposal of #s generation assefs taking-off from the
approved revenus reguirements approved oy the Commission in ifs

s fat ising of the aliowable fuel an

Decision dated Anril 13, 2005, comori d
independent Power Preducer (IPP) costs during CY 2004 and &l other
aliowable fixed generation cosis including the authorized eight psrcent
{8%; RORB based on allowable CY 2002 rate bass. PSALM fiied iis
manifestation as co-appiicant to the case on August 14, 2008;

c. Cn December 15, 2008, the Commission rendered ifs Decision in ERC

51.

Case No. 2008-030 RC, dismissing the case and invoking that NPC and
FSALM should have used the test year CY 2007 since it is the most
recent and most refiective of NPC's current assets and coste.  Test
years CY 2002 and 2004 were found {o be significantly different from
CY 2007, thus, not reflective of true cost;

Pursuant to Section 47 of the EPIRA, PSALM is mandated to undertake
th2 ictal privatization of NPC's generation assets; and
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e. ltis hereby declared the policy of the State in Section 2 of the EPIRA-
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To facifitate the orderly proceedings of this case, the Commission fimited
the number of intervenors who shall be permitted {o cross-examine the witnessas

of NPC and PSALM based on the following groupings:

a. VECO
b LEYECOH
¢. Region Vii Asscciation of Electric Cooperatives

Fhilippine Rural Electric Cooperatives Association (PHILRECA)
NOCECGC

© 0

2. Consumer Groups

FDC

NASECORE

An Waray Party List
Consumer Complaint Center
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4. Local Government Units {LGUs)

a. Provincial Government of Northern Samar
b. Provincial Government of Negros Occidental

Each group designated one (1) representative who shall conduct the

cross-examination of the witnesses,

]
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NPC and PSALM presenied the fofowing witnesses who festified in support of

the application:

1. Me. Lourdes 8. Alzona, PSALM's Vice Prasidant for Fin nance;
2. 8. Luisa A. Esteban, PSALM's Mana agsr of the Universal Levy/Tari

and Financial Valuaticn Department: and

3. Mr. Alvin P Diaz, PSALM’s Acting Manager of the Financial Services
Department.

in the course of their direct examinat tions, additional documents were

presenied and marked as exhibits.

<

PSALM moved that an Crder of general defaull be issued by the
Commission for ali those who did not intervene in this case. Sazid motich was

granted.

vIs. Alzona was cross-examined by the intervenors. On the other hand,

iaz

CJ

the intervenors reserved thelr rights to cross-exemine Me. tsteban and M |

"‘t

al g later date due to lack of matar

-
i

fe Commission noied that in Ms. Alzona’s testimony, she mentionad the

proposed rate adjustment. The sale and transfer of NPC’s Panay and Bohot

Diesel Power Plants will impact on NPC/PSALM's proposed rate adjustment
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revenue requirement componenis. Thus, the sffactive increase in the generation

if a party, as a witness, deliberately concedes a fact, such concession
nas the force of a judicial admission. xxx. The rule is that the testimony on the
witness stand partakes of the nature of a formal iudicial admission when a party

eslifies clearly and unequivacally to a fact which is » eculiarly within his own

J

were provisionally authorized o implement the new generation rate zdiustments,
among others, for the Visayas Crid amounting to PhP4.0339/kWh effective on
the March 2008 billing period (Feb oruary 26, 2008 to March 25, 2008) or an
equivalent increase of PhP1.1460/KWh. However, taking info account the impact
of the sale of NPC’s Panay and Boho! Diesel Fower Plants, the Commission

deems it prudent to modify the said Order insofar as the Visayas Grid is

concerned.

e Commission

th

WHEREFORE, the foregoing premises sonsicdered

hereby MODIFIES the provisional authority it granted to the Nationai Power

Corporation {(NPC) and the Power Sector Assets and Liabilities Management

Comporation (PSALM) pursuant to its Order datad February 18, 2008,

4
i

Repuplic of tha Philippinss vs. Sandiganbayan, et.al, G.R. 132154, July 15, 2003

P
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Accordingly, NPC and PSALM are authorized 1o implement the new
eneration rate adjustment for the Visayas Grid amounting to PhP3.7255/kWh

effective on the March 2009 billing period {February 26, 4009 to March 25, 2009),

“in ine event the final rate is higher than that provisionally authorized, the
resuliing additional charges shall be collected by NPC and PSALM from i
ther hand, if the Tinal rate is lower than that provisicnally

authorized, the amount corresponding to the reduction shail be refunded by NPC

and PSALM to ifs customers. -

&G CRDERED.

Pasig City, March 23, 2009.
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Copy furnishec:

1. Afiy. Melchor P. Ridulme
Atty. Comie P. Doromal
Atty. Gordon SY Montojo
Counsel for Applicant
National Power Corparation
Quezon Avenue and BIR Road
Diliman, Quezon City

2. Atty. Maria Luz L. Caminero
Atly. David .B. Qcampo
Atty. Cecilio B. Geilada, Jr.
Power Sector Assets and Liabilities
Management Corporation
7* Floor, Bankmer Building
Ayala Avenue, Makati City

3. Dr. Nelchora J. Ambalong
President
Lanao Power Consumers Federation (LAPOGOF)
c/o GAD Center, Brgy. Hall Bageng Silang
fligan City

4. Cfiice of ths Solicitor General f8:21e7)
134 Arnorsolo Street, Legaspi Viilags,
Makati City, Metro Manila

5.  Commission on Audit (COA)
Commonwealth Avenue,
Quezon City, Metro Manila

6. Senate Committee on Energy
(SIS Bldg., Roxas Bhvd., Pasay City
Metro Manita

7.  House Committee on Energy
Batasan Hills, Quezon City, Metro Manila

8. Office of the City Mayor
Quezon City

7. Office of the City Mayor
Davao City

8. Office ofthe City Bayor
Bavao City

¢. Office of the City Mayor
Cebu City

10. Atty. Jose Ronald V. Valles
Atty. Romel L. Yap
Counset for intervenor
Manila Electric Company
7% Fiocr, Lopez Building
Qrtigas Avenue, Pasig City

11. Puyat Jacinto & Santos
Counse! ferMasinios Power Co. Lid.
12/F Maniiabank Building
6772 Ayaia Avenue
Makati City '

12, Mr. Pete llagan
NASECORE
No. 10 Bayside Court Compound
680 Quirino Avenue
Tambe, Parafzoue City

13. M. Siegfriedo A. Veloso
BOD External-External Affzirs
Federation of Village Association (FOVA)
Den Jesus Bivd., Alaban Hilis Village
Muntinlupa City

14. Mr. Antonjo Baltarar
2448 Fide{ Street
Tondo, Manila



VISAYAS GRIiD

In B/kWh
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PERIOD MON-SAT SUN/HOL ,
]
ﬁqo AM__ | 2818 T oetsg
2:00 AM _2.2181 22181
300AM ¢ 2.2181 2.2181 .
GO00AM | 22181 | 2781
HS;QO AM - 2.21@1 ______ 2.2181
£5:00 AM 2.218t __2;2_1§1__L__"
E?_QAM_W — I 22181
(800AM | 2.9340 22181
G00AM | 34157 22181
10:00 AM . 3.6322 2@§§__“_m
M00AM | e 29340
_@Q@L 38322 o 2.8340
RE N 36322 | 2.9340
200PM 382 30516
300PM | 38322 | 29340
400°M | 3832 oo -
s00PM | 35332 . 2040
f_@_@w%__ —r R 3632
| 7:00 P4 84785 | 64785
B00PM | 84755 84755 |
(900PM b4785 38322 |
10:00 PM 3.6322_ __ _ ?{._5332 Mj]
11,00 PM 30816 | 30516 |
12:00 AM 2.9340 1 26158 Jl




