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

IN THE MATTER OF THE
APPLICATION FOR AUTHORITY TO
REVISE/UNBUNDLE RATES IN
ACCORDANCE WITH SECTION 36 OF
REPUBLIC ACT NO. 9136, WITH
PRAYER FOR PROVISIONAL

AUTHORITY
ERC Case Nos. 2002 - 07
2001 -903
PANAY ELECTRIC COMPANY, INC.
{ PECO ),
Applicant.
X X D oc
Date: ﬁ@{l{ﬁ;ﬁ
ty: o G
DECISION

Before this Commission for resolution is the application filed on
December 26, 2001 by applicant Panay Electric Company, Inc. (PECO) for
approval of its unbundied rates pursuant to the provisions of Republic Act No.
9136. Subsequently, an "Amended Application” was filed by PECO on January
14, 2002.!

Having found the application sufficient in form and substance with the
required fees having been paid, an Order and Notice of Public Hearing both
dated March 24, 2002 were issued setting the case for hearing on June 7,

2002.
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PECO was directed to cause the publication of the Notice of Public
Hearing, at its own expense, twice (2x) for two (2) successive weeks in two (2)
newspapers of general circulation in the country, the last date of publication to
be made not later than two (2) weeks before the scheduled date of initial
hearing. In compliance with the said directive, PECQO published the Notice of
Public Hearing in the Malaya and the Philippine Star both on April 29; 2002 and

May 6 , 2002.

The Office of the Solicitor General (OSG), the Commission on Audit
(COA) and the Committee on Energy of both Houses of Congress were
furnished with copies of the Order and the Notice of Public Hearing and were
requested to have their respective duly authorized representatives present at

the aforesaid initial hearing.

Likewise, the Office of the Mayor of lloilo City, Province of Panay, was
furnished with copies of the Order and the Notice of Public Hearing for the

appropriate posting thereof on its bulietin board.

On June 3, 2002, the Comm.ission received a letter from the Honorable
Congressman Raul M. Gonzales requesting that the public hearing of this case
be held in lloilo City. Said request was denied as ther Commission was
constrained to hear oﬁe hundred forty (140) cases for the unbundling of rates
in its Main Office given that it was mandated by law to resolve all unbundling

cases within a specified period.
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On June 5, 2002, the City of lloilo filed a “Motion for Copy of the
Application and Other Pertinent Documents and to Transfer Venue of Public
Hearing to lloilo City". Likewise, on June 6, 2002, the Bagong Alyansang
Makabayan (BAYAN-Panay), BAYAN MUNA, Katilingaban Sang Imol sa
Syudad (KAISOG), Panay Alliance of Concerned Teachers (PACT) and the
Kilusang Mayo Uno (KMU) filed their respective oppositions to the application
and “Motion to Transfer Venue of the Public Hearing”. In its Orders dated June

6 and 10, 2002, the Commission denied the motion to transfer venue.

Also, on June 6, 2002, the Commission received, through Bayan Muna-
lloilo, the petition of the residents of lloilo City demanding: a) the rejection of
the 36 centavos proposed increase of PECO; b) the rollback of PECO rates by

PhP2.00/kWh; and ¢} the refund of the amount overcharged by PECO.

At the initial hearing of this ca‘se on June 7, 2002, Atty. Romeo P.
Gerochi, Atty. Hilmar Pecaoco, Atty. Janne B. Baterna, Atty. Ma. Rita B.
Sarabia, Atty. Joshua C. Alim and Councilor Armand Parco, entered their
appearances as oppositors/intervenors. On the other hand, Mr. Manny Mamon
from BAYAN MUNA, lloilo Chapter (BAYAN MUNA) and Mr. lan M. Seruelo of
the Freedom from Debt Coalition-lloilo (FDC) manifested their desire to

participate in the instant case as oppositors/intervenors.

At the said hearing, Atty. Gerochi, Atty. Pecaoco and Atty. Baterna
moved that the hearing be transferred to lloilo City to afford the consumers

affected by the apblication the opportunity to participate in the hearing. Said
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motion was supported by the representatives of BAYAN MUNA and FDC.
Relative thereto, the Commission informed the oppositors that it was
constrained to deny said motion as it was mandated by law to resélve all
unbundling cases within a specified period. This is also consistent with
paragraphs {(e) and (s) of Section 4 of Rule 3 of the Implementing Rules and

Regulations (IRR) of R.A. 91386.

Atty. Sarabia moved for the outright dismissal of the case alleging that
the original application filed by PECO was merely to meet the deadline for filing
the unbundling of rates application. She further pointed out that PECO
admitted in its application that it was unable to submit the schedules required
by the Commission as it was still in the process of finalizing the data needed
for the schedules. The Commission denied said motion stressing that the

original application was filed to comply with the requirements of R.A. No. 9136.

Thereafter, Atty. Pecaoco submitted to the Commission a certification
from the Office of the City Mayor of loilo attesting that said office has not
received a copy of the application as required under Section 4 of Rule 3 of the
said IRR. In relation thereto, the Commission directed PECO to furnish the
Office of the City Mayor of lloilo with copies of séid application together will all

its supporting documents.

On the other hand, PECO moved that it be allowed to withdraw its

prayer for provisional authority to revise/unbundle its rates. Said motion was

72

granted by the Commission.
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After the manifestation and motions of all the parties were resolved,
PECO submitted the proofs of its compliance with the Commission’s
publication and posting of notice requirements. In the course thereof,
oppositors moved that they be given copies of the affidavits of publication,
application and pleadings filed by PECO together with their attachments. They
further moved that they be given thirty (30) days from receipt of said
documents within which to file their oppositions or comments thereto. Said
motion was granted. PECO was directed to furnish the Commission with the
dates when the oppositors were given copies thereof. Oppositors were in turn
given thirty (30) calendar days from receipt of the aforementioned documents

within which to file their comments/oppositions to the application.

On June 25, 2002, the Commission received a letter and a “Motion to
Require PECO to Fumish Copy of Monthly Report to Intervenors” both dated
June 17, 2002 from Atty. Gerochi praying that PECO be required to furnish him
with copies of certain documents related to the instant application. In its Order

dated July 19, 2002, the Commission granted said motion.

On July 29, 2002, the Commission received a ‘Request for Admission
Pursuant to Rule 26 of the Rules of Court” filed by intervenors Environmental
Consumers Network, Inc. (ECN), Atty. Gerochi, and Mr. German Gonzales
requesting PECO to admit as facts several allegations contained therein.
However, on July 26, 2003, the Commission had already received PECO’s
“Answer to Request for Admissions”. Likewise, the Commission received the

“Opposition to Panay Electric Corporation’s (PECO) Application for _the
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Revision/Unbundling of Rates” filed by FDC llcilo and the lloilo Consumers
‘Advocacy and Welfare (ICAW) alleging that: a) any ihcrease resulting from
PECO’s petition is unjustified; b) the unbundling process should not be used to
accommodate or legitimate the onerous provision of the Power Purchase
Agreement (PPA) between PECO and Panay Power Corporation (PPC);
c) certain items and assets were included to increase the rate base: and d) the
computation of the generation charge proposed are not reflective of the base
cost of electricity. Likewise, ICAW and FDC lloilo questioned the PPA between

PECO and PPC and the appraisal and revaluation of PECQO’s assets.

On July 26, 2002, the Commission received the “Comment én the
Petition for Unbundling of Rates” filed by ECN, Atty. Gerochi, Mr. Gonzales and
Power of lloilo. In the said comment, said intervenors:

a) Questioned the computation of PECO’s Generation charge as
it continues to improperly include unrelated expenses in the
computation if its Generation Charge and that the said issue
is still subject of a case before the Commission under ERB
Case No. 89-373:

b) Alleged that the unbundled rates of PECO should indicate
and distinguish the cost of PECO generated power, PPC
supplied power and National Power Corporation (NPC)

| supplied power and that demand charges should be born by
PECO by reason of its insistence to generate its own
electricity notwithstanding its contracted electricity with PPC

which consumers do not entirely consume;
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Alieged that Power Purchase Adjustments (PPAs) should be
shouldered by PECO and PPC by reason of their contractual
agreement;

Alleged that the rate at which PPC sells its electricity to PECO
should be equivalent or less than the current rate per kilowatt
hour cost of NPC as represented by PECO in its application
for the approval of their power purchase agreement;

The rates of PECO should be reviewed on the grounds that
certain assets and properties should not be considered in the
determination of its rates as these are not used directly or
indirectly in its franchise obligation or distribution of electricity
and depreciation of assets should not be excluded in the
determination of rates;

Argued that PECO should not be allowed to generate
electricity as it does not actually generate electricity but
continues to charge purported expenses for generation of
electricity. It was further argued that even if PECO avers it
has the capacity to generate electricity, it should be refrained
from doing so as it has not totally consumed the aforesaid
Minimum Guaranteed Electrical Quantity provided in its PPA
with PPC;

Contended that PECO’s system loss should be limited to
9.5% as provfded for in Republic Act No. 7832; and

Alleged that PECO has not reported other sources of income

such as interests from compulsory deposits of consumers,
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profits from sales of transformers and installations and income

from lease of poles.

At the hearing on July 26, 2002, the other oppositors adopted the
comment made by Atty. Gerochi. Thereafter, PECO presented its witnesses,
Mr. Niel Parcon an.d Enér. Bien Anatan. Mr. Parcon, PECO’s Accounting
" Department Head, testified on the data and documents submitted in support of
the application and on PECO’s compliance with the unbundling requirement of
R.A. 9136. Thereafter, he was cross-examined by the intervenors and was
asked clarificatory questions by ihe Commission. On the other hand, Engr.
Anatan, PECO’s Executive Assistant to the Senior Vice-President for
Operations, testified on the technical aspect of the application. He was,
likewise, cross-examined by the intervenors/oppositors and was asked

clarificatory questions by the Commission. No other witnesses were presented

by PECO.

On July 31, 2002, PECO submitted its “Formal Offer of Exhibits”

On August 2, 2002, the Commission received the “Opposition” filed by
Atty. Joshua Alim. In its Order dated August 5, 2002, the Commission took
note of said opposition and directed PECO to submit, if it so desires, its

comment on the said opposition, within five (5) days from receipt of the Order.

On August 13, 2002, the Commission took note of PECQO’s “Formal

Offer of Exhibits™ and granted interyenor/oppositors ten (10) days from receipt
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of said Order within which to file their respective comments thereon, if they so
desire. In the same Order, the Commission granted PECO ten (10) days within
which to file its commentsireply to the “Comments on the Petition for the
Unbundling of Rates” filed by Atty. Gerochi, et. Al and on the “Opposition to
Panay Electric Corporation (PECO) Application for the Revision/Unbundfing of

Rates” filed by FDC-lloilo and ICAW.

On August 14, 2002, ECN, Aity. Gerochi and Mr. Gonzales filed a
“Motion to Require PECO to Submit Records” praying that PECO be directed
to submit the records of the seven (7) officials and the amount of electricity
consumed by them per month which was passed on to the consumers as part
of their generation charge bill. In its Order dated August 16, 2002, the

Commission directed PECO to file its comments on the said Motion.

On August 19, 2002, PECO filed its “Compiiance” together with the
foliowing documents: a) a comparison of rates between PECO Self Generation
and PPC; b) list of its generating sets with capacities; c¢) purpose of its
generating sets; and d) proof of authority of Mr. Niel Alarcon, Engr. Bienvenido
Anatan and the firm of Manjares & Manjares to represent PECO in the instant
case. Likewise, on the same date, PECO submitted the following
pleadings:

a) “Comment to Opposition to Formal Offer of Exhibits”; b) “Comments to the
Opposition of the lloilo City Council”; and ¢) “Opposition to Motion to Require

PECO to Submit Records”.
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On September 4, 2002, the Commission received a “Rep!y to Opposition
to Motion to Require. PECO to Submit Records” filed by Atty. Gerochi and Mr.
Gonzales. Also on the same date, the Commission received a “Comment on
the Compliance Dated August 19, 2002" filed by ECN, Atty. Gerochi,

Mr. Gonzales, Power of lloilo and ICAW.

In its Order dated September 26, 2002, the Commission resolved the

aforesaid motions.

On October 2, 2002, ECN, Atty. Gerochi, Mr. Gonzales, Power of lloilo,
FDC and ICAW filed a “Supplemental Comment” alleging that:

a) The Sound Value Appraisal used by PECO in its table
functions is based on valuation which has not yet been
approved by the ERB or ERC;

b) PECO has withheld important data that it had been purchasing
power from NPC through PPC starting 2001;

C) There is no need for PECO to generate electricity and its
insistence to generate power only exerts upward pressure on

. the Generation Charge; and
d) PECO’s unbundling application is not transparent and is not

reflective of actual rate and supply structure.

On November 4, 2002, PECO filed a “‘Compliance” submitting therewith

a report on company electricity consumption/usage by month from January

.7

1996 to September 2002.
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IL.H. Billing Determinants and Customer Class Allocation

The Commission concurs. with PECQO’s billing determinants and
allocation factors except for the billing determinant & allocation factor used fqr
energy related. The Commission believes that any energy related cost shou!d

be allocated based on annualized sales.

Annualized sales was derived by multiplying year-end number of
customers with average annual kWh usage for each customer class. This was
performed to project for the future kWh sales for the development of a more
appropriate allocation factors and billing determinants for each customer class.
With the annuélized sales per customer class, the computed adjusted kilowatt-

hour sold was 292,049,797.

The Commission agrees that in theory, the most appropriate way to
allocate costs among customer classes is based on cost causation
charaéteristics. Thus, the Commission intends, through future proceedings to
move even further towards uniform definitions of custbmer classes based on
cost causation characteristics. However, the Commission believes that such a
change would best be accomplished through the issuance of guidelines of
general applicabilty to all utilities. Furthermore, R.A. 9136 requires
identification and removal of interclass cross-subsidies. Substantive ch_ahge in
customer classes at this time prevents precise calculation of cross-subsidy in
existing rates. Therefore, no changes in customer class definitions are ordered

for PECO at this time.
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On August 20, 2002, ECN, Atty. Gerochi, Mr. Gonzales and POWER of
lloilo filed their “Opposition to Formal Offer of Exhibits”. Subsequently, on
August 23, 2002, they filed a “Manifestation”. Relative thereto, on August 26,

2002, PECO filed its “Comment to Manifestation”.

On September 17, 2002, PECO filed its ‘Reply to the
Comments/Opposition” alleging that:

a) The expenses incurred in the operation and maintenance of
its generating sets should be allowed as the same are actual
costs and already included in the Generation Charge Formula
approved by the then ERB:

b} It is infeasible and unrealistic to separate the power it
generates from the power it buys from PPC;

c) All its assets are used, directly or indirectly in the distribution
of electricity and that intervenors should specify the assets
they alleged to be not used in the distribution of electricity;

d) The main purpose of its generation sets is for “stand-by-power
and that although there is a take-or-pay provision in its
contract with PPC, the same has not been enforced and
PECO pays only forrﬁ the actual energy bought not the
minimum guaranteed requirement; and

e) There is no firm commitment on the part of PPC to sell
electricity at a rate which is equal or lower than the rates of
NPC. This is to ensure that PPC’s rate will not go lower than

what is viable in the event NPC's rates are subsidized. ~N
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On December 18, 2002, ECN, Atty. Gerochi, Mr. Gonzales and POWER
of lloilo filed a “Motion to Require Applicant to Furnish Details of their Plant Use
Consumption” praying that PECO be directed to specify its equipment and the
loads of its power plant to which the volume of consumption refiected as used
in its power plant can be attributed. Relative thereto, on January 28, 2003,
PECO filed its “Compliance” submitting therewith a report on the equipment
and the connected loads used at its blant. On January 22, 2003, same
intervenors filed a “Motion to Require PPC to Submit Data to ERC” praying that
PPC be required to submit data on: a) the number of its generators and the
rated capacity; b) whether it has “stand-by” generators to meet the demand in
the event of break-down of any of their generators; and c) a statement whether
it has sufficient supply in the event of the breakdown of its generators to meet

the power demand of PECO and the extent thereof.

On February 11, 2003, PPC submitted a letter to the Commission with

the data requested by the intervenors.

During the hearing on March 20, 2003, Atty. Gerochi presented Mr. lan
Sereuelo of FDC-lloilo, as witnessrwho testified, among other matters, on
PECO’s sources of power, the efficiency of its own generation plant and the
effect of the operation of said plants on PECO’s generation Charges. No cross-
examination was conducted neither did the Commission propound clarificatory

questions.
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The Commission then directed Atty. Gerochi to file, within ten (10) days
from said date of hearing, the following: a)verified memorandum/position
paper; and b) formal offer of evidence. PECO, on the other hand, was given a
period of ten (10) days from receipt of Atty. Gerochi's memorandum and formal
offer of evidence, withi_n which to submit its comment thereon and to submit
data pertaining to the reconciliation/matching of amounts reflected in the

revenue requirement against the submitted annual report for the year 2000.

On April 28, 2003, ECN, Atty. Gerochi, Mr. Gonzales and POWER of
lloilo filed their “Formal Offer of Exhibits”. However, to date, said intervenors
have not yet filed their verified position paper while PECO has not yet filed its

comment on the intervenor’s formal offer.

On March 8, 2004, the Commission directed PECO to submit additional
data/information. The Commission through an Order dated March 19, 2004
granted an extension of time within which to submit its compliance. On March
29, 2004, applicant PECO submitted its Compliance with the Commissions

Order dated March 8 and 19, 2004.

L. PECO’S PROPOSAL

PECO’s proposed rate structure (the Revised Rate Schedule) reflects
the unbundling of rates in accordance with the sectors or functions identified in
Section 5, R.A. 9136. These rates were developed on the basis of the data and
calculations contained in the schedules prescribed in the Uniform Filing Rate

Requirements (UFR) as per ERC Ordgr dated October 30, 2001, as follows:
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TABLE 1
RATE SCHEDULE REFERENCE
1. Residential Residential-Domestic Purpose
2. Intermediate Commercial/Residential
3. Commercial Commercial '
4. Power Lighting or Power purposes
5. City Government ' City Government Offices
6. Streetlights Plazas and Streetlights
7. Other Government National and Provingcial Government

l. A. Revenue Requirements

PECO calculated its Total Revenue Requirement based on test year
2000 using the Return on Rate Base (RORB) methodology. The application
contains assets valued both at historical costs and appraised value. PECO's
calculation used the appraised or sound value of assets, as underlying basis
for the formulation and design of the Revised Rate Schedules. The submitted
historical cost of assets, as required in the UFR, was solely for informational

purposes, and not as basis for ratemaking.

On the basis of the submitted schedule (Schedule B), the proposed total
adjusted revenue amounted to PhP1,542 630,164, has been calculated by
adding the total cost of service and the total return on rate base (computed at

12% of the rate base), computed as follows:

W
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TABLE 2
Account Name Total Company (PhP)

Fuel 1,074,160
Purchased Power 1,228,367,881
Payroll 68,821,529
O&M (net purchase power and payroll) 25,916,529
Depreciation & Amortization 66,604,031
Income Taxes 41,857,817
Other Expenses 0
Return on Rate Base 100,988,218
Revenue Requirement 1,542 630,164
Less: Other Revenue ltems a
Total Revenue Requirement 1,542,630,164

I.LA.1. Operating Revenue

PECO reported a total operating revenue of PhP1,440,916,937 for the

year 2000, computed as follows:

TABLE 3
Customer Type Total Revenue
{PhP)
Residentiai 558,497 822
intermediated 8,109,878
Commercial 296,172,635
Power 502,359,083
City Government 17,467 272
Street Lighting 21,062,882
Other Government 37,247,355
TOTAL 1,440,916,937

|.B. Rate Base

PECO proposed that Schedule B (Restated Value of assets) be used as

basis in the determination of its Rate Base. Thus, PECO utilized the appraised

value of assets as of December 31, 1997 which was further adjusted to reflect

additions and retirements for the period 1998 to 2000. The proposed rate base

is as follows:

v
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Adjusted Electric (PhP)

Intangible Plant
Production Plant
Distribution Plant
General Plant

Total Plant In Service

Less: Accumulated Depreciation
Production Plant
Distribution Plant
General Plant

Total Accumulated Depreciation

Net Plant in Service

Construction Work in Progress

Plant Held for Future Use

Materials and Supplies

Cash Working Capital

Other Rate Base items *

TOTAL RATE BASE

26,000
425,307,248
933,260,927

74,858,032

1,433,452,207

290,010,960
415,077,445
49,616,130

754,704,535

678,747,672
5538716

0
25731217
209,077 192
(2,526,315)

916,568,482

* Inclusive of Fuel Inventory amounting to PhP2,395,510
and Deferred Income Tax amounting to PhP4,921,825

.B.1. Plant in Service

PECO’s assets were last appraised by an independent appraiser, Asian

Appraisal Company, Inc. (AACI) for assets in service as of December 31,

1997. Said appraisal was approved by the Commission on December 2,

2002 in ERC Case No. 2001-474 (ERB Case No. 98-64), at an adjusted

Sound Value of PhP702,807,131.

I.C. Weighted Average Cost of Capital

PECO proposed a Weighted Average Cost of Capital of 12% or

equivalent to a return of PhP109,988,218, computed as follows:

\{‘0
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TABEL 5
Component Amount as of Component | Component Weighted
12/31/2000 As % of Cost of Cost of
Total Capital Capital

Long-Term Debt 0 0.00% 10.00% 0.00%

Notes Payable 0 0.00% 0.00% 0.00%

Total Debt 0 0.00% 0.00% 0.00%

Common Equity | PhP1,383,385,275 100.00% 12.00% 12.00%

Total PhP1,383,385,275 100.00% 12.00%

Rate Base PhP916,568,482

Return on Rate

Base PhP109,988,218

1.D. Rate Design
PECO'’s proposed rate structure consisted of charges for the following
specific functions: a) Generation/Transmission, b) Distribution, ¢) Supply, and

d) Metering.

I.D.1. Generation Charge
PECO proposed a formula for the recovery of its power cost, applicable

to all customer classes, to wit:

A 1
Generation Charge = X
- B-C 1-FT
Where:
A = Actual cost of electricity purchased from Panay Power
Corporation, and other IPP (inclusive of Primary Voltage
Discount and Prompt Payment Discount) for the previous
Month and the cost to generate two months previous.
B = Total kWhr purchase for the previous month and
Generated for two  months previous.
C = System loss rate of 12% plus actual company use but not
to exceed 1% of total kWhr purchased and generated
FT = Franchise tax rath,
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I.D.2. System Loss

PECO proposed a 12% system loss cap plus actual company use but
not to exceed 1% of total kWhr purchased and generated to be recovered
through the proposed Generation Charge formula applicable to all customer

classes.

I.D.3. Distribution Charge
PECO proposed a pesoc per kilowatt-hour for distribution charge

applicabie to all customer classes.

I.D.4. Supply and Metering Charges
PECO used a kWh sold in determining the supply and metering charges

resulting to a peso per kilowatt-hour applicable to all customer classes.

l.E. Inter-Class Cross Subsidy
The total revenue requirement for each customer class was compared
to normalized existing rates, which resulted to the following inter-class cross

subsidy calculation:

TABLE 6
Customer Class kWh sold Actual Normalized Inter-Class Inter-Class Cross-

(gross of tax) Sales Revenue/Existing Cross- Cross- Subsidy

Rate Subsidies Subsidies Removal
. (PhP/kWh) [ (PhP/KWh)
Residential 108,057,713 558,497,822 597,921,757 20,357,535 0.1884 0.0628
Intermediate 1,555,647 8,109,878 8,682,348 (383,170) (0.24863) (0.0821)
Commercial 56,591,351 296,172 635 317,079,235 (17,347,615) {0.3065) (0.1022)
Power 102,888,531 502,359,083 537,820,238 {13,350) (0.0001) {0.0000)
City Government 3,628,458 17,467,272 18,700,273 (169,681) (0.0481} (0.0160)
Street Lightings 4,257,281 21,062,882 22,549,695 436,360 " 0.1025 0.0342
Other Government 7,045,861 37,247 355 39,876,617 (2,880,078) {0.4088) (0.1363)

TOTAL 283,924 842 1,440,016,937 1,542 630,164

\\a
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I.F. LIFELINE RATE AND LEVEL

Page 19 of 49

PECO proposed a lifeline rate calculation based on the following

consumption level:

TABLE 7
Monthly Energy Consumption - kWh 40 kWh 20 kWh 10 kWh
Revenue Requirement — Peso per kWh 5.7217 5.7217 5.7217
Proposed Rate ~ Peso per kWh 55422 5.6019 5.6019
Cross Subsidy — Peso per kWh (0.1795) (0.1198) (0.1198)
Subsidy — Peso/Customer/Month {7.18) (2.40) (1.20)

|.G. Other Charges/Non-Recurring Rates

PECO proposed two kinds of charges namely a) charges for other

services and 2) non-recurring rates, to wit;

TABLE 8

Charges/Rates

Amount
{PhP)

1. Charges for Other Services

a. Meter Calibration

15 amperes - single phase 150.00
30 amperes 220.00
three phase 420.00
b. Service Fee

Line Reconnection 20.00
Meter Reconnection 140.00

New Connection
Single phase 40.00
Three phase 150.00
100.00

With fiber glass meter board instailation

¢. Guaranty Deposits

1 month estimated bill

b. Meter Deposits

Standard bottom type, single phase

1,460.00

Heavy Duty Type, CL 100

2,200.00

CT — rated meter load

Depending on the customer

2. Non-Recurring Rates — Billing rates for cementery lighting during all saints day

25 walts 70.81 x{1 +N)
40 watts 80.01 x{1+N)
50 watts 110.86x{1 + N)
75 watts 146.80 x (1 + N)
100 watts 17849 x (1 + N)

Where:

N = percentage increase in
average rate for all customer
classes between September of
the  previous year and
September of the current year

()
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Il. COMMISSION’S DISCUSSIONS AND CONCLUSIONS:

In reaching the conclusion herein, the Commission took into

consideration the documents as well as the comments and issues submitted by

- the applicant, intervenor, oppositors and other interested parties who

manifested their respective position on the instant application.

IlLA. Determination of the Total Revenue Requirement

The Commission adopted a policy that own generation assets and
expenses shall be separated in the determination of the utility’s rate baée and
revenue requirement. Distribution utilities with own generation plants shall be
required to file with the Commission an application for a proposed rate for the
recovery of its own generation assets and expenses based on the type of
service provided, ie., ancillary/backup/standby/spinning reserve/voltage

correction.

ILA.1. Test Year

The Commission finds PECO’s proposal to use the test year 2000 in its
unbundled rate application acceptable since it is consistent with Rule 15 Sec. 6
(c) of the Implementing Rules and Regulations (IRR) of R.A. 8136. Therefore,
the discussions and conclusions that follow are based on Schedule B,

“Revalued Cost by Function” (Cost of Service by Function — Historical Test

IR
A

Year).
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I.LA.2. GENERATION AND TRANSMISSION COSTS

Generation Cost

The Commission updated the geﬁeration cost based on the most .recent
approved NPC rate, i.ie. ERC Case No. 2003-574 (In the Matier of the
Application for the Recovery of Fuel and Independent Power Producer Cost
under the Generation Rate Adjustment Mechanism (GRAM), National Power
Corporation (NPC) and Power Sector Assets and Liabilites Management

(PSALM) — Applicant) Order dated January 26, 2004.

The total cost of power presented in the amended application amounting

to PhP1,228,367,881 was adjusted to reflect the following:

a) The Commission decided to retain the system loss cap prescribed
under Rule IX Section 1 of the implementing Rules of Republic Act
No. 7832 pending the conduct of a comprehensive study on the
matter. Hence, the Commission used the maximum allowable cap for
system loss at 9.5% instead of the 12.00% proposed herein by
PECO and 1% company use for the year 2000. (see further
discussion on Section 11.1.2).

b} The Commission also used annuéiization in calculating the kilowatt-
hour sales. This is calculated as the sum of the products of the
average kilowatt-hour consumption for each rate class and the year-

end number of customers for each rate class; and
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c) Since power rates are to be applied prospectively, the Commission
also updated the purchased power costs to the most recent levels

available.

Based on data submitted by PECO to the Commission, PECO buys
approximately 99.81% of its power requirement from Panay Power Corporation

(PPC) and the balance of .19% from its Own-Generating Facilities.

In view of the Commission’s policy to separate distribution utilities own
generation plant's assets and expenses, the generation cost as computed by
the Commission reflects the cost of electric power bought from PPC as of

January 2004,

The Power Purchased Agreement (PPA) between PECO and PPC was
approved by the then Energy Regulatory Board in ERB Case No. 98-30,
Decision dated March 20, 2000. Based on the PPA, PPC rate to PECO shall
be equal or less than NPC or other bulk power producers in the grid, such as
NPC or its successor companies. Provided that in the event that PPC rate is no
anger competitive with other bulk power producers, the parties agreed to
conduct mutual discussion to resolve or minimize PPC’s non-competitiveness.
Both parties failed to submit its re-negotiated PPA. Hence, the Commission
calculated PECO's Generation Cost based on the most recent NPC rate in the

amount of PhP3.7491/kWh, computed as follows:

R

)
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Generation Charge

Franchise and Benefits to Host Communities
Net FPCA

ICERA

Total Generation charge

Transmission charge

NPC Rate per kWh

PhP2.2907
0.0177
0.3100
0.2207

2.8391
0.9100

PhP3.7491

The resulting total adjusted purchased power cost amounted to

PhP1,224,377 580 for the test year 2000, computed as follows:

TABLE 10

Amount (PhP)

Purchased Power Cost per PECO
Less: ERC Adjustments due to update of Power Cost
System Loss in Excess of the cap

(3,677,603)
(312,688)

1,228,367,881

(3,990,291)

Adjusted Power Cost

11,224,377,590

System Loss

A separate charge to account for allowable system loss shall likewise be

provided. The Commission decided to retain the system loss cap prescribed

under Rule IX Section 1 of the IRR of R.A. 7832 pending the conduct of a

comprehensive study on the matter. Hence, the Commission used the

maximum allowable cap for system loss at 9.5% or actual, whichever is lower.

PECO’s approved generation charge shall remain fix until changes in

NPC’s generation rate are approved and authorized by the Commission

pursuant to its Order dated January 26, 2004, ERC Case No. 2003-574

(GRAM) and ERC Case No. 2003-498 (ICERA), Order dated December 4,

2003. In view thereof, the Commission does not foresee the need for PECO to

continue to implement its Purchased Powgr Adjustment (PPA) clause. TO\?rEr?is
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this end, the Commission hereby directs PECO to discontinue the
implementation of its PPA upon the effectivity of the herein approved

unbundled rates.

ILA.3. PAYROLL
The Commission made a downward adjustment on PECO’s payroll
account in the amount of PhP7,243,794 consisting of:

=  Employees Profit Sharing PhP4,376,128
(Management prerogative hence,
excluded in revenue requirement calculation)

= Employees salaries functionalized under Generation 2,867,666

—_ e - -

Total Adjustment PhP7,243,794

PECO's adjusted payroll amounts to PhP61,577,735.

I.A.4. OPERATIONS AND MAINTENANCE

The general criteria in the evaluation of operating expenses to be
allowed for recovery are: 1) that the expense is a requisite of, or necessary in
the operation of the utility; 2) it is recurring; and 3) it redounds to the benefit of
the utility’s customers (Public Service Commission [PSC] Decision in Case
Nos. 85889, 85890 and 89893). The Commission enjoins PECO to incur only
“prudent and reasonable costs” for inclusion in the determination of retail rates.
While a distribution utility enjoys the benefit of passing its costs of purchased
power and other reasonable costs to the consumer, it is obligated as a public

utility to ensure that its costs of operations including payroll are kept at a

minimum. The distribution utility must bedx in mind that its very nature is that of
7 ()
. W . &h\z
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a service company for its consumers, with a mandate to advocate and transact

judiciously for and in their behalf.

“Reasonable costs” can be said to be the cost of those goods and
services which, while may not be the lowest in price, need to be incurred with
consideration of quality, efficiency, reliability and security, which are
characteristics of the service delivered by the distribution utility. “Prudent costs”
demand that the utility ensures that its purchases of goods and services are at
their minimum, without sacrificing the foregoing characteristics. When making a
purchase or executing a contract, a utility cannot simply rely on its right to pass
on its costs to its consumers. As such, the Commission, in fulfilment of the
policy of the EPIRA to establish a regime of free and fair competition and full
public accountability to achieve greater operational and economic efficiency,
enjoins PECO to institute and report to the Commission their respective
policies and procedures for cost-cutting and the transparent and coﬁpetitive

procurement of goods and services.

PECO’s customers have a right tb receive safe, reliable, and adequate
service at a reasonable rate. To this end, PECO should view a petition for an
increase in rates to be the last recourse. In future filings, PECO should be
reminded that it has the burden of proving that all reasonable and appropriate
cost cutting measures have been taken before resorting to a petition to

increase rates.

\‘0
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a service company for its consumers, with a mandate to advocate and transact

judiciously for and in their behaif.

“‘Reasonable costs” can be said to be the cost of those goods and
services which, while may not be the lowest in price, need to be inéufred with
consideration of quality, efficiency, reliability and security, which are
characteristics of the service delivered by the distribution utility. “Prudent costs”
demand that the utility ensures that its purchases of goods and services are at
their minimum, without sacrificing the foregoing characteristics. When making a
purchase or executing a contract, a utility cannot simply rely on its right to pass

~on its costs to its consumers. As such, the Commission, in fulfiiment of the
policy of the EPIRA to establish a regime of free and fair competition and full
public accountability to achieve greater operational and economic efficiency,
enjoins PECO to institute and report to the Commission their respective
policies and procedures for cost-cutting and the transparent and coﬁnpetitive

procurement of goods and services.

PECO’s customers have a right to receive safe, reliable, and adequate
service at a reasonable rate. To this end, PECO should view a petition for an
increase in rates to be the last recourse. In future filings, PECO should be
reminded that it hés the burden of proving that all reasonable and appropriate
cost cutting measures have been taken before resorting to a petition to

increase rates.

\‘ﬂ
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H.A.6. Income Tax

The finality of the Supreme Court Decision in G.R. Nos. 141314 and
141369 dated April 9, 2003 affirms that for ratemaking purpose under the
RORB methodology income tax payment should not be recovered from

customers as operating cost.

In view of the above, income tax payment in the amount of

PhP41,857,817 was excluded from PECQ’s revenue requirement.

I.B. Other Revenue Items

The Commission considered Other Revenues as items to be deductéd
from the revenue requirement used to calculate the rates for the end-users.
Since all the expenses associated with the provision of the services that gave
rise to these items of revenue are included in the revenue requirement, the
income generated must also be considered. PECO, in the determination of
revenue requirement, deducted outright other revenue items such as pole
rental, meter rental, transformer rental, lot rental income, service fees and

reconnection fees from the corresponding expenses.

The Commission believes that the utility and end-users should share the
benefits of the prompt payment discount received by PECO from PPC
amounting to PhP36,042,3QO.‘ Fifty percent (50%) of the discount equivalent to
PhP18,021,195 should be deducted from the revenue requirement used to
caiculate the rates for the end-users and fifty percent (50%) retained by the
utility to serve as incentive to improve efficiency in the payments of its

purchased power costs. N
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Operations and Maintenance account was adjusted to PhP30,945,525

after considering net adjustment of PhP5,028,996, computed as follows:

TABLE 11

Adjusted O&M per PECO

Amount (PhP)

! 25,916,529
Add(Deduct) Adjustments: >
Expenses (excluded) for ratemaking purposes (refer to table 12) (1,833,842)
Interest Income offset from Interest Expense 3,626,408
Rental Income offset with Rental Expense 3,236,432 5 028 996
Adjusted O&M 30.945.525
Adjustments

The Commission finds the following expenses to be unnecessary in the

provision of PECO’s electric service and therefore exciuded the same for

ratemaking purposes, as follows:

TABLE 12
Particulars Amount(PhP)

Customer & Info. Exp. - Denation (293,387)
Association & Membership Dues (13,180)
Miscellaneous Expenses:

Typhoon & Fire Loss (non-recurring) {463,489)

Miscellaneous - Others ' (89,513)
O&M — Generating Plant (974,293)
Total exp. excluded for ratemaking purposes (1,833,842)

The Commission added back the interest income amounting to

PhP3,626,406 which PECO deducted outright from miscellaneous expense.

likewise, rental income amounting to PhP3,236,432 which PECO deducted

from rental expense was added back by the Commission.

The Commission agrees with PECO for excluding Franchise Tax in its

Revenue Requirement determipation.

A
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For future rate cases, PECO will continue to be required to make full
disclosures of all its O & M expenses in order for the Commission to determine
the prudence of its expenditures. Unless otherwise justifiéd by PECO,
expenses found to be unreasonably incurred shall not be allowed by the
Commission as part of its recoverable costs to be passed on to PECO’s end-

users.

ILA.5. Depreciation and Amortization

The Commission made a net downward adjustment of PhP5,477,889

consisting of: an upward adjustment of PhP13,122 668 to consider unrecorded

depreciation on appraisal fdr the year 2000, considering that PECQ's appraisal
was only approved by the Commission on December 2, 2002; and a downward
adjustment of PhP18,600,557 to reflect the depreciation expense pertaining to

its generating plant. Accumulated depreciation was adjusted accordingly.

PECO is required to set up a depreciation fund each year corresponding
to the whole amount of depreciation that it has recorded on its books. The
setting up of this fund should be done on a monthly basis corresponding to the
monthly depreciation. PECO will be required to strictly account for the
expenditures out of this fund which should be used strictly for investment in
electric plant. The utility is free to withdraw funds from this account at any time
but all withdrawals should be reported to the Commission within 30 days
specifying the use of the funds. This report should be consolidated with the

monthly reportorial requirements (M-001 & M-002).
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TABLE 13
. Amount (PhP)
Prompt Payment Discount (50% thereof) 18,021,195
Pole Rental 3,060,914
Transformer Rental 72,282
TOTAL ' 21,154,391 |

{l. C. Rate Base
{.C.1 Net Plant in Service
PECO's adjusted net plant in service as of December 31, 2000

amounted to PhP447,393,030 computed as follows:

TABLE 14
Property, Plant & Equipment Amount (PhP)
Net Plant In Service PECO 678,747,672
Less:
Assets not used/useful (see table 15) (66,684,800)

Accumulated Depreciation for the period 1998 to 2000 (29,373,554)
Generating Plant (net of acc. Depr. of PhP290,010,960) | (135,296,288) | (231,354,642)
Adjusted Net Plant in Service as of December 31, 2000 447,393,030

Adjustments

The Commission considered PECO’s assets in service as of
December 31, 2000, taking into account the appraisal report subrﬁitted by
Asian Appraisal Company, Inc. (AACI) on its properties and equipment existing
as of December 31, 1997, with a cost of reproduction, new of
PhP1,433,452,207 and a sound value of PhP678,747,672. Pursuant to ERB
Special Assignment No. 2000-17 dated February 24, 2000 and ERC Special
Assignment No. 2004-38 dated March 26, 2004, the inspection teams
proceeded to PECQO in I[oilé City to conduct an ocular inspection/verification of
assets, property and equipment in service. The Commission disallowed assets
which were found as not used/useful in the electric operation, to wit:

[
\(

{
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TABLE 15
Disallowed Assets Amount (PhP)
Land (B. Agquino High-Way) 51,015,000
Building & Improvement {J. Basa Office) 3,886,000
Machinery & Equipment : 7,135,500
Poles, Transformers & Distr. 1,030,000
Transportation Equipment 3,572,000
Furniture & Office Equipment 46,300
TOTAL 66,684,800

In accordance with the principle in ratemaking, only properties and
equipment which are used, useful and necessary in the operation of a utility
should form part of the rate base and be entitled to a retLlrn, thus, the
Commission deducted afore-mentioned assets with a net book value of

PhP66,684,800 in the computation of PECO’s rate base.

Moreove'r, the Commission adjusted the accumulated depreciation to
consider unrecorded depreciation for the period January 1, 1998 to December

31, 2000, to wit:

TABLE 16
Amount (PhP)
Accumulated Depreciation on Appraisal 42,301,041
Accumulated Depreciation on disallowed assets (12,927,487)
TOTAL 29,373,554

Il. C.2. Allowance for Cash Working Capital

Working capital is money a business must have available to meet
payroll and expenses until customers have paid for the service or product.
Utilities are usually allowed, as part of their rate base, an amount for working
capital to cover expenses during the time it takes for the customers to use the

service, be billed for it and collec{ payments.

- Ih
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PECO has included an amount equal to two (2) months cash operating

and maintenance expenses including purchased power costs as the estimated

allowance for cash working capital.

The cash working capital allowance included in the rate base should

approximate the cash requirements based on an estimate of the net lag in cash

flow. In order to refine the application of the formula used in past proceedings,

a more detailed review of the actual lag in cash flow associated with the

payments for purchased power and the inflow of cash from customers’ was

undertaken. With respect to the outflow of cash associated with the payments

for purchased power, it was determined that the time from the provision of

service to the outflow of funds can be calculated as follows:

15 days One-half of the billing cycle

5 days Meter reading and bill preparations
10 days Approximate time before payment is due
30 days Total

Therefore, PECO has an average of approximately 30 days from the

time service is received until payment is made.

With respect to the collection of funds from its customers, the time from

the provision of service to the inflow of funds can be calculated as follows:

15 days

30 days

5 days
50 days

One half of the billing cycle

Average meter reading, bill preparation and time
required to collect the customer’s bill without
disconnection (based on sample bill submitted)

Processing
Total
N
/;}
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Therefore, PECO waits for an average of approximately 50 days before
it receives payment for the services provided. Based on PECQ’s current billing
and collection practices, it appears that the actual net lag days is approximately
twenty (20) days only (50 less 30) and not the sixty (60) days assumed in the
application of the formula. PECQO's customers who do pay on time should not
be penalized because other customers fail to comply with PECQO’s payment
schedule. If additional finance costs are incurred because of late payment of
bills, these costs shouid be recovefed in the form of penalties to the late paying
customer and not as additional cash working capital to be paid by all

customers.

The adjusted Cash Working Capital allowed by the Commission was

computed as follows:

TABLE 17
Amount (PhP)

O&M — Adjusted (inclusive of payroll) 92,623,260
Less: '

Taxes other than Income Tax (1,758,374)

Bad Debts (4,000,000) | (5758,374)
O&M — net of taxes & non-cash items 86,764,886
Cash Waorking Capital — O&M (2 months) 14,460,814
Adjusted Power Cost 1,224,377,590
Cash Working Capital - Power Cost (20 days) 68,020,977
TOTAL CASH WORKING CAPITAL ' 82,481,792

Il. C.3. Other Rate Base Item
The Commission excluded accumulated deferred income taxes
amounting to PhP4,921,825 in the computation of the rate base for the reason

that income tax is a non-allowablg expense as discussed in 11LA.6.

M A
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Il. C.4 Summary of the Rate Base

The following compares the rate base computed by PECO with that
approved by ERC:

TABLE 18
Per PECO Per ERC
{PhP) (PhP)
Net Plant In Service 678,747,672 447,393,030
Add/(Less):
Cash Working Capital 209,077,192 82,481,792
Other Assets
Accum. Deferred Income Tax (4,921,825) 0
CWIP 5,538,716 5,538,716
Materials & Supplies* 28,126,727 25731217
TOTAL RATE BASE 916,568,482 561,144,755

*Consisting of Materials & Supplies of PhP25,731,217 and Fuel Inventory of
PhP2,395,510

II.D. Rate of Return

The current form of rate regulation practiced for the privately owned
electric utilities is a cost based method known as the rate of return on rate base
(RORB) methodology. Power rates are set to recover cost of
service prudently incurred plus a reasonable rate of return on rate base. The
rate of return pertains to the percentage which is multiplied with the authorized
Rate Base, provides a return that will fairly compensate the company for the
risk inherent to the investment of capital. This simply means that a regulated
utility is allowed to set rates which will cover operating costs and providé an
opportunity to earn a reasonable rate of return on the assets ufilized in the

business.

On the basis of current jurisprudence, the Commission ruled that the

12% rate of return will be maintained in this case but the income tax thereon
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will not be allowed as operating expense. Thus, the 12% rate of return is a pre-

tax rate of return which is equivalent to PhP67,337,371, computed as follows:

TABLE 19

Adjusted Rate Base

PhP561,144,755

Rate of Return

12%

Return on Rate Base

67,337,371

The Commission intends to adopt a new internationally accepted

method of regulation such as Performance-Based Regulation. The treatment of

income tax in this new method may be different from the present RORB

method,

ILE. Revenue Requirement Summary

On the basis of the foregoing discussion, the Commission after

considering adjustment of (PhP118,420,192) approved a total revenue

requirement of PhP1,424,209,972, equivalent to an OATA of (PhP0.1017) per

kWh or 2.0427% decrease from its existing average rate.

TABLE 20
Per Adjustments Adjusted

PECO ERC ERC

{PhP) {PhP) (PhP)
Fuel 1,074,160 (1,074,160) 0
Purchased Power 1,228,367,881 (3,990,291) | PhP1,224,377,590
Payrall 68,821,529 (7,243,794) 61,577,735
Operation & Maintenance 25,916,529 5,028,996 30,945,525
Depreciation & Amortization 66,604,031 (5,477,889) 61,126,142
Income Taxes 41,857,817 (41,857.817) 0
Other Expenses 0 0 0
Return On Rate Base 109,988,218 (42,650,847) 67,337,371
Revenue Requirements 1,542,630,164 (97,265,802) 1,445,364, 363

Less: Other Revenue ltem
Total Revenue’Reguirement
Normalized Existing Revenue

(21,154,391)

(21,154,391)

1,5642,630,164

{118,420,1582)

1,424,209,972

1,453,909,460

Increase/(Decrease) (29,699,488
kWh gales‘ 292,049,797
Required inc/{dec)PhP/kWh £6.1017)

(
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The overall average tariff adjustment (OATA) is a measurement tool

based on the formula: (Total Revenue Requirement less Existing Revenue

divided by kilowatt-hours sales). This measurement is not meant to refer to any
specific customer class. PECO proposed for an OATA of PhP0.3582 per
kilowatt-hour.

Il.LF. Adjusted Operating Revenue

The Commission adjusted PECO's actual

PhP1,453,809,460, computed as follows:

TABLE 21

operating revenue to

PECO's actual operating revenue
Add/(Deduct} Adjustment
Additional Revenue due to:

Increase in Power Cost 59,006,991
Decrease in Sales Volume {9,216,689)
Franchise Tax (36,797,778)

PhP1,440,916 937

Adjusted Operating Revenue

PhP1,453,909,460

II.G. Functionalization Factors

The Commission agrees to the functionalization and allocation factors

used by PECO. Other Revenue items which was not considered by PECO in

the calculation of the revenue requirement was functionalized to Distribution

function and was allocated based on the total revenue.

TABLE 22
Factor Total | Residential | Intermediate | Commercial { Power City Street Other
Name Government | Lighting | Government
TOTREV | 1.0000 0.3818 0.0055 0.1994 0.3612 0.0124 0.0150 0.0247
;/_\.
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IL.l. Design and Calculation of Charges

I.L.1. Generation Charge

The Commission updated the generation cost based on the most recent
approved NPC rate, i.ie. ERC Case No. 2003-574 (In the Matter of the
Application for the Recovery of Fuel and Independent Power Producer Cost
under the Generation Rate Adjustment Mechanism (GRAM), National Power
Corporation (NPC) and Power Sector Assets and Liabilities Management

(PSALM) — Application) Order dated January 26, 2004.

The Commission has developed a new recovery mechanism designed
to replace the purchased power adjustment clauses being used the power
utilities. The Commission has promulgated the Implementing Guidelines on the
Generation Rate Adjustment Mechanism (GRAM) effective February 24, 2003.
In view thereof, the Commission does not foresee the need for the Purchased
Power Adjustment (PPA) clause. Towards this end, the Commission hereby
directs PECO to discontinue implementation of its Purchased Power

Adjustment Clause (PPA) upon effectivity of the approved unbundled rates.

Il.1.2. System Loss Charge
The Commission defines System Loss for utilities to include technical

loss and administrative loss or the utility’s use of power for its own operations.

The Commission approves the recovery of allowed system loss through

the establishment of a separate System Loss Charge. The system loss charge

shall vary from one customer clagg to another depending on their respective
[/
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contributions to the system loss. The allowed system loss is equal to the actual
system loss for the test year or the existing system loss cap prescribed in R A.

7832 whichever is lower.

The Commission believes that the present cap on System Loss of 9.5%
should be used in the calculation of revenue requirements at this time. This
would however be subject to change upon the approval of a new policy by the
Commission. The actual system loss or cap of 9.5% plus 1% of company use
or actual whichever is lower shall be deducted from total power cost and to be

billed separately as System Loss Charge.

11.1.3. Distribution Charge

The distribution charge shall be billed on a fixed rate per kilowatt-hour
(kWh) for all end-users. In the case of customers with demand meters, the
distribution charge shall be billed using a combination of a ﬁxéd rate per

kilowatt (kW) and a rate per kilowatt-hour (kWh).

Relevant to distribution charge, PECO proposed distribution wheeling
rates comprising of its proposed distribution and supply charges. The
Commission believes that wheeling rates are parallel to the cost of service
functionalized under Distribution. Thus, the Commission orders that the
Distribution Charge provided on Rate Schedules be likewise utilized as

Distribution Wheeling Charges available to the future contestable market.

b7 G



Page 39 of 49

The Commission’s decision to allow a distribution utility to avail of the
Distribution Wheeling Charges of another distribution utility is based on general
intent of R.A. 8136 to promote a competitive generation market. Distribution
utilities that currently or in the near future rely in full or in part on the distribution
facilities of another distribution utility should not be held captive by the other
distribution utility in the purchase of unbundled gene.ration. Distribution utilities
are, therefore, prohibited from bundling or tying the sale of generation or

purchased power with the sale of unbundled distribution wheeling service.

Il.1.4. Metering and Supply Charges

The Commission acknowledges that cost-causation rate design
principles suggests the recovery of customer-related costs associated with the
metering and supply functions through fixed monthly charges. Along with this
cost of service principle, however, the Commission must also consider rate
design impacts across the spectrum of customers within each rate class.
Although RA 9136 requires the removal of inter-class cross subsidies, the law
does not require removal of intra-class cross-subsidies. The Commission has
the flexibility to consider other factors in determining rate design for a particular
class of customers. Therefore to mitigate the impact on below-average
consumption of residential end-users, the supply charge for the residential
customers shall be a rate per kWh calculated from the unbundied revenue
requirement of the supply function while the combination of fixed monthly
charge and a peso per kWh rate shall be used for the metering function. All

other end-users shall be levied a fixed monthly charge for both supply and
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TABLE 24
Total Residential Intermediate | Commercial Power City Street Other
Gov'. Lights Gov't

New Cost
Based Revenue 1,424,209,972 568,270,083 7,600,728 282,316,611 492,958,231 16,800,316  20,991,160] 35,173,843
Existing Rates
Revenue 1,453,909,460 565,557 401 8,240,291 297,241.1H 506,356,332 | 17,278,284 | 21,374,742 37,861,279
Total Change in
Revenue (29,699,488) 2,712,681 {639,563) [ (14924520} | (13,398,101) {378.968) (383,582) | {2,687,436)
Percentage Change
in Revenue -2.0427%
Normalized Revenue 1,424,209,972 554,004,574 8,071,964 291,169,288 | 496,012,824 16,925,335 | 20,938,113 37,087,874
Inter-Class Cross :
Subsidy 0| {14.265,509) 471,236 8,852,677 3,054,593 26,019 (53,047) 1,914,031
Class Billing
Determinants {kWh) 292,049,797 111,863 541 1,611,070 57,870,586 | 105473836 3.552,180 4,398,689 7,279,894
Inter-Class Cross
Subsidy (PhP/kWh) 0.0000 {0.1275) 0.2925 0.1530 0.0290 0.0673 (8.0121) 0.2629

Section 74 of R.A. 9136 and Rule 16, Section 5 of the Implementing

Rules and Regulations thereof provide that ERC shall issue a scheme for
phasing out ali cross subsidies including subsidies within Grids, between Grids,
and between classes of end-users. The phasing out period shall not exceed
three (3) years from the establishment of the Universal Charge which may be

extendible for a maximum period of one (1) year subject to certain conditions.

The Commission approved the cross subsidy removal scheme for the
TRANSCO in its Decision dated June 26, 2002, Case No. 2001-801 which
impacts the unbundled transmission rates for PECO’s end users. This impact
is reflected in the three-year schedule for unbundled transmission charges

provided in Section 1l.].2 above.

In the instant case, the Commission will order the cross subsidy

removai process at a later date following the establishment of the Universal
VY

2 ~ .
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Charge. Untit such time, PECO will continue to charge the inter-class cross

subsidy rates set forth above.

ll.LK. Lifeline Rate

Section 4 (hh) of R.A. 9136 defines Lifeline Rate as the subsidized rate
given to low-income captive market end-users who cannot afford to pay at full
cost. Pursuant to Section 73 of R.A. 9136, the Commission hereby sets the

level of lifeline consumption and rate applicable to PECO.

In determining the lifeline level of consumption to be provided to the
marginalized end-users, the Commission calculated the probable load
requirement of typical low-income consumers by two (2) lighting facilities at 20
watts each and a 50-Watt Radio that are being used for a reasonable number
of hours. Thus, the Commission sets the Lifeline consumption maximum level
of 100 kilowatt-hours for PECO. The Corhmission considers the impact that the
subsidized Lifeline Rates will have on other end-users who must carry the
costs associated with such subsidy. This fact combined with the desire to
maximize the benefit to as many marginalized end-users as possible has led
the Commission to adopt the following graduated scale for lifeline discount for
PECO. The graduated scale is also based on the recognition that individual

end-user consumption may likely vary from month to month.

TABLE 25
: kWh Consumption % Lifeline Discount
75 kWh and below 50%
76-80 kwh 40%
81-85 kWh 30%
86-20 kWh 20%
91-85 kWh 10%
96-100 kWh 5%
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PECO shall apply these discounts to the following residential charges:
Generation, Transmission, Distribution, Supply, Metering and System Loss. In
a given billing period, an end-user at any of the above-consumption levels shall
be given the specified corresponding discount on each of these rate
components. An end-user with a level of consumption exceeding 100 kWh in a
particular billing period shall not be entitled to any discounted lifeline rate for

said period.

The cost of subsidy to lifeline end-users shall be passed on to all non-

lifeline end users. For PECO, the lifeline discounts result in a Subsidy on

Lifeline by other end-users equal to PhP0.0614/kWh.

Il.L. Other Charges
PECOQ's existing other charges were considered in the determination of
the revenue requirement. The corresponding revenues out of these charges

are appropriately deducted from the determination of the revenue requirement

allowed to PECO.

The Other Charges of PECO are hereby pegged at their existing levels
until such time that the Commission sets new rates on the same. Further,
PECO is ordered to make a compliance filing on its Other Charges a year from

the date of this Decision using a format to be prescribed by the Commission.

The compliance filing for approval of Other Charges shall include rates

that are cost-based as well as all suPporting cost justification for the rates,

,/]
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WHEREFORE, the foregoing premises considered, it is hereby decided

as follows:

1. To approve the unbundled schedule of rates of PECO, to be effective

on the first billing cycle thirty (30) days after receipt of this Decision,

to wit:
Panay Electric Company, inc.
ERC Case No. 2002-07 (2001-903)
RATE SCHEDULE
Residential Intermediate Commeicial Power City Gov't Street Other
Lighting Gov't.

Generation Charge | PhPXWh 3.7491 3.7491 3.7491 3.7491 3.7491 37491 3.7491
Distribution Charge | PhP/kWh 0.4934 0.4450 04534 0.2095 05438 0.5383 0.6193

PhP/kW 68.36
Supply Charge PhP/&kWh 0.1758

PhP/Cust./Mo. 37w 377 37.07 37.07 307 37.07
Metering Charge PhPfkwWh 0.1947

PhP/Cust./Mo. 5.00 46.05 359.64 853.63 46.05 46.05 46.05
System Loss PhP/kWh 0.4433 0.4433 0.4433 0.4433 0.4433 0.4433 0.4433
Charge
Inter-Class
Cross-Subsidy PhP/kWh {0.1275) 0.2925 0.1530 0.0290 0.0073 {0.0121) 0.2629
Lifeline Rate
Subsidy PhP/&Wh 0.0614 0.0614 0.0614 0.0614 0.0614 0.0614 0.0614
Environmental PhPWh 0.0025 0.0025 0.0025 0.0025 0.0025 0.0025 0.0025
Missionary PhP/kWh 0.0373 0.0373 0.0373 0.0373 0.0373 0.0373 0.0373

Note: plus national and local franchise tax

17
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2. Todirect PECO to comply with the following:

a) Discontinue charging the PPA upon effectivity of the approved
unbundled rates,; any change in the cost of power purchased shall
be reflected as deferred charges or credits which shall be
recovered through the Generation Rate Adjustment Mechanism

(GRAM);

b) Bill its respective end-users using a billing format which contains at
ieast the rate elements provided in this Decision upon effectivity
of the approved unbundled rates;

¢) Make a compliance filing on its Other Charges a year from date of
this Decision;

d) Bill P0.0373/kWh representing the missionary electrification
portion of the Universal Charge in accordance with the Decision of
the Commission in ERC Case No. 2001-165 (In the Matter of the
Petition for the Availments from the Universal Charge the Share for

Missiohary Electrification, NPC-SPUG, Applicant);

b,
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€) Bill P0.0025/kWh representing the environmental portion of the

Universal Charge in accordance with the Commission’s Decision
in ERC Case No. 2002-194 (In the Matt.er of the Petition for the
availment from the Universal Charge the Environmental
Share/Charge for the Rehabilitation and Management of

Watershed Areas, NPC, Applicant);

f) Set up a depreciation fund each year corresponding to the whole

9)

amount of depreciation that it has recorded on its books. The
setting up of this fund should be done on a monthly basis
corresponding to the monthly depreciation. PECO is required to.
strictly account for the expenditures out of this fund which should
be used strictly for investment in electric plant and aIIrwithdrawaIs
from this fund should be reported to the Commission within thirty

(30) days from withdrawal;

File with the Commission an application for a proposed rate for
the recovery of its own generation assets and expenses based on
the type of service provided: ancillary/backup/standby/spinning

reserve/voltage correction;
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h) Inform the end-users within its franchise area of the approved

unbundled rates not later than thirty (30) days after receipt of this

Decision;

i) Submit for verification and confirmation purposes on or before the
twentieth (20™) day of the month following the effectivity of the
approved unbundled rates and every month thereéfter . a) five (b)
sample bills for each customer class; b) copy of bills from the
generation and transmission companies; and ¢)M-001 and M-002

will all related schedules.

SO ORDERED.

Pasig City, May 19, 2004.

OLA¥ER B. BUTALID
Commissioner

ﬁ/hwi" _ 1

LETICIA V. IB JESUS N. ALCORDO
Commissioner Commissioner



Page 40 of 49

metering functions consistent with the principle of cost causation in utility tariff

setting.

H.1.5. Franchise Taxes

Franchise taxes shall appear as a separate line item on the customers’
bills. Given this rate design, it is appropriate o remove test year amounts
associated with franchise taxes from the revenue requirement used to calculate

other recurring electricity rates.

Relative thereto, PECO is directed to charge its customers franchise
taxes based only on its wheeling and captive market supply revenues pursuant
to paragraph (q), Section 4, Rule 7 of the Implementing Rules and Regulations

of Republic Act No. 9136, hereunder quoted as follows:
“Section 4. Obligations of a Disfribution Utility.

q) A Distribution Utility shall pay a franchise tax only on its
distribution wheeling and Captive Market supply revenues. -
To this end, the DOF shall issue the necessary guidelines.

Il.J. Cross Subsidy Removal

The inter-class cross subsidies in existing rates are as follows:

(This space is intentionally left blank)
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including but not limited to the amount of actual time and wages of employees

performing each task encompassed by each type of Other Charges.

.M. Estimated Impact On Average Residential Consumer

A comparison of the estimated impact of all adjustments on the revenue

requirement on the monthly bill of a residential end-user consuming above 192

kWh a month using rates based on PECO's actual existing rates as of April

2004 against the unbundled rates approved by the Commission is shown

below.
TABLE 26
Residential Consuming 192 kWh
PhP/kWh Amount PhP/kWh Amount
Generation Charge 6.2477 1,199,.56 | Generation Charge 3.7491 719.83
Distribution Charge PT—r
1st 30 kWh 1.1020 33.06 g::::,b "é'ﬁ:rcgarge g‘:ggg g;;g
next 55 kWh 0.8630 47.46 Meteri‘Lg g ' '
Universal Charge Per cust./mo. 5.00 5.00
Missionary Elect. 0.0373 716 Intercla.ss Cross Sub. {0.1275) (24.48)
Envi tal 0.0025 0.43 Total Dist. Charges 146.39
nvironmenta . - Franchise Tax (2.5%
of Distr. Charges) 0.0250 3.66
System loss charge 0.4433 85.11
Lifeline Rate Subsidy 0.0614 11.79
Universal Charge:
Missionary Elect. 0.0373 716
Environmental 0.0025 048
Total Bill 1,358.27 974.72
PhP/kWh 7.0743 5.0751
Inc.(Dec) - PhPkWh {1.9992)
Inc.(Dec) — Pesos {383.85)
(This space is intentionally left blank)
h 9
&
l W




Copy furnished:

1.

10.

Atty. Norbeto C. Manjares III

The Law Firm of Manjares and Manjares
Counsel for Applicant

Suite 211 Jiao Bldg.

No. 2 Timog Avenue, Q.C.

Panay Electric Company, Inc. (PECO)
P.0O. Box 164 Ioilo City

Mr. Jose Ma. Cacho

President

Panay Electric Company, Inc. (PECO)
P.O. Box 164 Tloilo City

Atty. Janne B. Baterna

Counsel for the Oppositors Bayan-Panay, Bayan Muna,
KAISOG, PACT, KMU

Room 211, 2™ Floor

Caperonce Building, Hoskyn’s Compound

Guanco St., Hotilo City

Atty. Ma. Rita B. Sarabia,
Iloilo City Council
Iloilo Terminal Market, Hoilo City

Atty. Joshua C. Alim
Iloilo City Council
lloilo Terminal Market, Tloilo City

Councilor Armand Parcon
Iloilo City Council
lloilo Terminal Market, Iloilo City

Atty. Hilmar Pecaoco

Counsel for Movant Iloilo City

lloilo City Legal Office

Iloilo City Hall, Plaza Libertad, loilo City
City of Makati - 1229

Atty. Romeo P. Gerochi

In his behalf and for intervenors German Gonzales and ECN
Gerochi Law Office

Room 307 & 308, 3" Floor

Golden Commercial Center, Iznart Street, Iloilo City

lan Seruelo
FDC — Tloilo
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“ANNEX A”

PANAY ELECTRIC COMPANY, INC. (PECO)

‘ERC CASE NO. 2002-07 (2001-903)

RATE SCHEDULE



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

RESIDENTIAL RETAIL SERVICE
AVAILABILITY

This is available for residences for lighting, cooking, radio, water, heating,

water pumping, refrigeration, air-conditioning and incidental appliances. The

Company reserves the right to define “residential”.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltagé. Delivery Service will be
metered using Company’s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, puréuant to the Rules and

Regulations of the Company and the Energy Reguiatory Commission.

MONTHLY RATE:

1. Generation Charge PhP3.7491 per kWh

2. Distribution Charge

3. Customer Charges:

- Supply Charge
Metering Charge

. System Loss Charge

5. Inter-Class Cross Subsidy
6. Lifeline Rate Subsidy

(Excluding lifeline customer with
monthly consumption of 0-100 kWh)

PhP0.4934 per kWh

PhP0.1758 per kWh
PhP0.1947 per kWh
PhP5.00 per cust./mo.
PhP0.4433 per kWh
PhP(0.1275) per kWh

PhP0.0614 per kWh



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

INTERMEDIATE RETAIL SERVICE

7. Universal Charge

Environmental Charge . PhP0.0025 per kWh
(ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes




PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Scheduile

RESIDENTIAL RETAIL SERVICE

7. Lifeline Rate {Below discounts shall apply to Generation, Transmission,

Distribution, Supply, Metering and System Loss Charges}

kWh Consumption % Lifeline Discount

75 kWh & below 50%
76 — 80 kWh 40%
81— 85 kWh 30%
86 — 90 kWh 20%
91 — 95 kWh 10%
96 — 100 kWh 5%

8. Universal Charge

Environmental Charge PhP0.0025 per kWh
(ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

RESIDENTIAL DISTRIBUTION WHEELING SERVICE

AVAILABILITY

This is available for residences for lighting, cooking, radio, water, heating,
water pumping, refrigeration, air-conditioning and incidental appliances. The
Company reserves the right to define “residential”.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company's standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:
1. Distribution Charge PhP0.4934 per kWh
2. Customer Charges:
Supply Charge PhP0.1758 per kWh
Metering Charge PhP0.1947 per kWh

PhP5.00 per cust./mo.
3. Universal Charge

Environmental Charge PhP(.0025 per kWh
(ERC Case No. 2002-194)
Missionary Electrification PhP0.0373 per kWh

(ERC Case No. 2001-165)

Note: Pius National and Local Franchise Taxes

v % %%



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

INTERMEDIATE RETAIL SERVICE

AVAILABILITY

This rate is available for establishments where the store, the works or

shops are at the same time the permanent residences and/or dwelling places of
‘the consumer situated in one integrated single location where the combined
motor or machinery load is not more than 1,000 watts. The Company reserves

the right to determine the eligibility of the applicant/consumer.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company's standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and
Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Generation Charge PhP3.7491 per kWh

2. Distribution Charge PhP0.4450 per kWh

3. Customer Charges:
Supply Charge PhP37.07 per cust./mo.
Metering Charge PhP46.05 per cust./mo.

4. System Loss Charge PhP0.4433 per kWh

5. Inter-Class Cross Subsidy PhP0.2925 per kWh

6. Lifeline Rate Subsidy -PhP0.0614 per kWh

.
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

INTERMEDIATE DISTRIBUTION WHEELING SERVICE

AVAILABILITY _
This rate is available for establishments where the store, the works or

shops are at the same time the permanent residences and/or dwelling places of
the consumer situated in one integrated single location where the combined
motor or machinery load is not more than 1,000 watts. The Company reserves

the right to determine the eligibility of the applicant/consumer.

TYPE OF SERVICE
Delivery Service will be single or three-phase, 60 hertz, at a standard

secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company’s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:
1. Distribution Charge PhP0.4450 per kWh
2. Customer Charges:
Supply Charge PhP37.07 per cust./mo.
Metering Charge PhP46.05 per cust./mo.

3. Universal Charge

Environmental Charge PhP0.0025 per kWh
(ERC Case No. 2002-194)
Missionary Electrification PhP0.0373 per kWh

(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes

7 G



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

COMMERCIAL RETAIL SERVICE

AVAILABILITY

Available for general service to offices, buildings, hospitals, schools,

commercial establishments, works and shops.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as fwo or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company's standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and
Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Generation Charge - PhP3.7491 per kWh

2. Distribution Charge | PhP0.4534 per kWh

3. Customer Charges:
Supply Charge PhP 37.07 per cust./mo.
Metering Charge PhP358.64 per cust./mo.

4. System Loss Charge PhP0.4433 per kWh

5. Inter-Class Cross Subsidy PhP0.1530 per kWh

6. Lifeline Rate Subsidy PhP0.0614 per kWh

o
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

COMMERCIAL RETAIL SERVICE

7. Universal Charge

Environmental Charge PhP0.0025 per kWh
(ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

COMMERCIAL DISTRIBUTION WHEELING SERVICE

AVAILABILITY

Available for general service to offices, buildings, hospitais, schools,

commercial establishments, works and shops.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard

secondary voltage. Secondary voltage is defined as two or more voltage

transformation below sub-transmission system voltage. Delivery Service will be
metered using Company's standard meter provided for this type of Delivery

Service. Any meter other than the standard meter will be provided at an

additional charge. Where Delivery Service of the type desired is not available at

- the Point of Delivery, additional charges and special contract arrangements may

_be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Distribution Charge

2. Customer Charges:
Supply Charge
Metering Charge

3. Universal Charge

Environmental Charge
(ERC Case No. 2002-194)
Missionary Electrification
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes

ha

PhP0.4534 per kWh

PhP 37.07 per cust./mo,
PhP359.64 per cust./mo.

PhP0.0025 per kWh

PhP0.0373 per kWh



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

POWER RETAIL SERVICE

AVAILABILITY

Available for lighting, appliances and/or power purposes not more than
40% of which is lighting.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company’'s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:
1. Generation Charge PhP3.7491 per kWh
2. Distribution Charge PhP0.2099 per kWh

PhP68.36 per kW
3. Customer Charges:

Supply Charge PhP 37.07 per cust./mo.
Metering Charge PhP853.63 per cust./mo.
4. System Loss Charge PhP0.4433 per kWh
5. Inter-Class Cross Subsidy PhP0.0290 per kWh
6. Lifeline Rate Subsidy PhP0.0614 per kWh

v
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

POWER RETAIL SERVICE

7. Universal Charge

Environmental Charge PhP0.0025 per kWh
(ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh
{ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes

'l
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

POWER DISTRIBUTION WHEELING SERVICE

AVAILABILITY

Available for lighting, appliances and/or power purposes not more than
40% of which is lighting. '

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company’'s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

ONTHLY RATE:

1. Distribution Charge : PhP0.2099 per kWh
PhP68.36 per kW
2. Customer Charges:

Supply Charge PhP 37.07 per cust./mo.

Metering Charge PhP853.63 per cust./mo.
3. Universal Charge

Environmental Charge PhP0.0025 per kWh

(ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh

(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes
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"PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

CITY GOVERNMENT RETAIL SERVICE

AVAILABILITY

Available for City Government offices.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company’'s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Generation Charge PhP3.7491 per kWh
2. Distribution Charge PhP0.5438 per kWh
3. Customer Charges:

Supply Charge PhP37.07 per cust./mo.

Metering Charge PhP46.05 per cust./mo.
4. System Loss Charge PhP0.4433 per kWh
5. Inter-Class Cross Subsidy PhP0.0073 per kWh
8. Lifeline Rate Subsidy PhP0.0814 per kWh

' /
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

CITY GOVERNMENT RETAIL SERVICE

7. Universal Charge

Environmental Charge PhP0.0025 per kWh
{ERC Case No. 2002-194)

Missionary Electrification | PhP0.0373 per kWh

(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes

7
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PANAY ELECTRIC COMPANY, INGC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

CITY GOVERNMENT DISTRIBUTION WHEELING SERVICE

AVAILABILITY

Available for City Government offices.

TYPE OF SERVICE

Delivery Service willi be single or three-phase, 60 hertz, at a standard |
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company’s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:
1. Distribution Charge PhP0.5438 per kWh
2. Customer Charges:
Supply Charge PhP37.07 per cust./mo.
Metering Charge PhP46.05 per cust./mo.

3. Universal Charge

Environmental Charge PhP0.0025 per kWh
(ERC Case No. 2002-194)
Missionary Electrification PhP0.0373 per kWh

(ERC Case No. 2001-165)

Note: Plus Naticnal and Local Franchise Taxes
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

OTHER GOVERNMENT RETAIL SERVICE

AVAILABILITY

Available for National and Provincial Government offices.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company's standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additional charges and special contract arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Generation Charge PhP3.7491 per kWh

2. Distribution Charge PhP0.6193 per kWh

3. Customer Charges:
Supply Charge PhP37.07 per cust./mo.
Metering Charge PhP46.05 per cust./mo.

4. System Loss Charge PhP0.4433 per kWh

5. Inter-Class Cross Subsidy PhP0.2629 per kWh

6. Lifeline Rate Subsidy PhP0.0614 per kWh



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

OTHER GOVERNMENT RETAIL SERVICE

7. Universal Charge

Environmental Charge PhP0.0025 per kWh
{ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

OTHER GOVERNMENT DISTRIBUTION WHEELING SERVICE

AVAILABILITY

Available for National and Provincial Government offices.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard

secondary voltage. Secondary voltage is defined as two or more voltage

transformation below sub-transmission system voltage. Delivery Service will be

metered using Company's standard meter provided for this type of Delivery

Service. Any meter other than the standard meter wili be provided at an

additional charge. Where Delivery Service of the type desired is not available at

the Point of Delivery, additional charges and special contract arrangements may

be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Distribution Charge
- 2. Customer Charges:
| Supply Charge
Metering Charge
3. Universal Charge

Environmental Charge
(ERC Case No. 2002-194)
Missionary Electrification
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes

o

PhP0.6193 per kWh

PhP37.07 per cust./mo.
PhP486.05 per cust./mo.

PhP0.0025 per kWh

PhP0.0373 per kWh



PANAY ELECTRIC COMPANY, INC..
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

STREET LIGHT RETAIL SERVICE
AVAILABILITY

Available for Streetlights and Plazas.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard
secondary voltage. Secondary voltage is defined as two or more voltage
transformation below sub-transmission system voltage. Delivery Service will be
metered using Company's standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an
additional charge. Where Delivery Service of the type desired is not available at
the Point of Delivery, additiona! charges and special conti‘act arrangements may
be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Generation Charge PhP3.7491 per kWh

2. Distribution Charge PhP0.5383 per kWh

3. Customer Charges:
Supply Charge PhP37.07 per cust./mo.
Metering Charge PhP46.05 per cust./mo.

4. System Loss Charge PhP0.4433 per kWh

5. Inter-Class Cross Subsidy PhP(0.0121) per kWh

6. Lifeline Rate Subsidy PhP0.0614 per kWh -



PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 {(2001-903)
Rate Schedule

STREET LIGHT RETAIL SERVICE

7. Universal Charge

Environmental Charge PhP0.0025 per kWh

(ERC Case No. 2002-194)

Missionary Electrification PhP0.0373 per kWh

(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes
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PANAY ELECTRIC COMPANY, INC.
ERC Case NO. 2002-07 (2001-903)
Rate Schedule

STREET LIGHT DISTRIBUTION WHEELING SERVICE

AVAILABILITY

Available for Streetlights and Plazas.

TYPE OF SERVICE

Delivery Service will be single or three-phase, 60 hertz, at a standard

secondary voltage. Secondary voltage is defined as two or more voltage

transformation below sub-transmission system voltage. Delivery Service will be

metered using Company’s standard meter provided for this type of Delivery
Service. Any meter other than the standard meter will be provided at an

additional charge. Where Delivery Service of the type desired is not available at

the Point of Delivery, additional charges and special contract arrangements may

be required prior to Delivery Service being furnished, pursuant to the Rules and

Regulations of the Company and the Energy Regulatory Commission.

MONTHLY RATE:

1. Distribution Charge

2. Customer Charges:
Supply Charge
Metering Charge

3. Universal Charge

Environmental Charge
(ERC Case No. 2002-194)
Missionary Electrification
(ERC Case No. 2001-165)

Note: Plus National and Local Franchise Taxes

K«/:

PhP0.5383 per kWh

PhP37.07 per cust./mo.
PhP46.05 per cust./mo.

PhP0.0025 per kWh

PhP0.0373 per kWh



