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l. INTRODUCTICN

The 15th Status Report ofElectric Power Industry Reform Act EPIRA Implementation

covers the period May to October 2009, although updates for privatization for

November 2009 was already includedlIt highlights continuing implementation of the

reforms as set forth in Republic Act 9136 0O E Ol OCE OEA OAAQOI 060 A A
global financial crisis that affected major policy objectives particularly in terms of
encouraging new investments in power generation. Fortunately, despite the challenges

possh AU OEA AOEOEOh OEA Ci OAOT i AT 08O DPOEOAOE
with the threshold in generating assets privatization reachedat more than 80 percent

andthe success for the biddingf the first wave of NPRIPP contracts privatization.

For the period May to October 2009, the government focused mainly in addressing
issues relating to competitionand has initiated activities towards harmonization of the
EPIRA Law with the newly passe®enewable Energy(RE) Act.

Major highlights of the 15th EPIRA Implementation Status Report includes:

1 Updates on privatization ofNational Power Corporation NPQ generating assets
and the transfer of the management and control of NPC contracts to independent
administrators;

Wholesale Electricity Spot Marke{(WESM) developments

Initial activities leading to the harmonization of the RE Act with the WESM and
EPIRA

Electricity rates;

Power supply-demand situation;

Progress of the barangay electrification program;

E

E

Il. DEVELOPMENTS IN THE PRIVATIZATION EFFORT

As of the regport period, the government was able to achieve 81.3 percent privatization
level for the generating asseton account ofthe successful bidding for TiwiMakban,
Palinpinon-Tongonan and PanayBohol diesel power plants and the negotiated bidding
for the Calaca coalfired power plant. Initial success on the transfer of NP@PP contracts
was realized with the selection of IPP Administrators during thesecond round of
bidding for the NPC contracts in Sual and Pagbilao power plants. In addition, newly
turned-over power plants, previously under the BuildOperate Transfer (BOT) scheme
were likewise bidded outtranslating to around 34.0 percent privatization level for. The
operation of the high voltage transmission wires Tablel - Privatization Proceeds

was already transferred to the National Grid Iltem A_rlrl1_0unl321$
Corporation of the_Phlllpplnes (NGCP) Mgan\_/vhlle, Generating Plants > 09985
the TransCo continuously pursue privatization of = — —
H . . ecommissione ants .
its sub-transmission assetSTAS) TransCo Concession 3.950.00
Transfer of NPGIPP 1,763.00
Proceeds earned by the government from the| contracts to IPPA
privatization (excluding that of the STAs) TOTAL 8,720.16
amounted to US$ 8.7 billion Table 1). Source: PSALM

B
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A. Privatization of Generating Assets

This section provides an update on the privatization of all NPC generating assets to
cover 1) plants for sale as approved by the JCPC; and, 2) turreader NPGIPP plants.

AlOT

ET Al OAAA AOA OIi A OPAAOGAO 11

1. Generating Assets included in the Privatization Plan Approved by
Congressional Power Commission

OEA OAIl A

the Joint

As of November 2009, the government was able to privatized 24 of its
generating/ operating plants in the country with a total combined capacity of
3,897 megawatts (MW). Eighteen (18) of these power plants are situated in the
Luzon and Visayas grid accounting for 81.3 percent of the total generating
capacities for privatization as approved by the Joint Congressional Power

Commission.Significant sales made to date wer® E A O

I £ OEA Al O1 O0OUG

assets in PalinpinonTongonan and the diesefired power plants in Panay and

Bohol.

Table?2 - List of Privatized Plants

Rated Winning Bid Price
Name of Plant Capacity Winning Bidder (US Dollar) Payment
(MW) Period
Talomo 3.5 | Hydro Electric Development 1,370,000.00 2005*
Corp.
Agusan 1.6 | First Generation Holdings Corp. 1,528,000.00 2005*
Barit 1.8 [ PeophA 8 O %l AOCU 3 A 480,000.00 2005*
Cawayan 0.4 | Sorsogon Il Electric Cooperative, 410,410.00 2005*
Inc.
Loboc 1.2 | Santa Clara International Corp. 1,428,000.00 2005*
PantabanganMasiway 112 | First Generation Hydro Corp. 129,000,000.00 2006-2013
Magat 360 | SN Aboitiz Power 530,000,000.00 2007*
Masinloc 600 | Masinloc Power Partners Ltd. 930,000,000.00 2008*
Ambuklao-Binga 175 | SNAP Hydro 325,000,000.00 2008*
Tiwi-Makban 747.5 | AP Renewables 446,888,008.00 | Pending Closing
Date of Sale
Panay | & lIFBohol 168.5 | SPC Power Corp. 5,857,553.34 2009*
Amlan 0.8 | ICS Renewables Inc. 230,000.00 | Pending Closing
Date of Sale
Calaca CoaFired Thermal 600.0 | DMCI Holdings Inc. 361,709,000.00 | Pending Closing
Power Plant Date of Sale
Palinpinon-Tongonan 305.0 | Green Core Geothermal Inc. 220,000,000.00 | Pending Closing
Geothermal Pwer Plants Date of Sale
Naga LandBased Gas 55.0 | SPC Power Corporation 1,437,488.00 | Pending Closing
Turbine Date of Sale
Total 3,132.2 2,955,338,459.34
*Fully paid

Source: PSALM

a. Batangas Coal-Fired Thermal Power Plant (BCFTPP or Calaca CoatFired

Power Plant)

After the uncompleted closing of thesale of the 600-MW Calaca coafired
power plant to Emerald Energy Corporation, the government was able
negotiate the sale of the said plat with DMCI Holdings Inc. (DMCIHI) who
was declared the highest bidder in the negotiated sale conducted last 08 July
2009. DMCIHI offered U$361.7 million for the Batangasbased paver plant

to edge out Thailand @rporation Banpu Power Limited.
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Included in the sale contract was an allocation of 28KmMW power supply

contract equivalent to about 480 percent | £ OEA Pl AT 060 OAO/
providing the new owner a ready market for the electricity that the power

plant will generate. The Manila Electric Companwill assume the biggest

portion of the contractedenergy, equivalent to 169MW.

b. Palinpinon z Tongonan Geothermal Power Plants

The 192.5MW Palinpinon and 112.5MW Tongonan geothermal power plants
was successfully bidded out last 02 September 2009 toré&en Core
Geothermal Inc., a whollyowned subsidiary of First Luzon Geothermal
Energy Corporation, which is wholly owned by the Energy Development
Corporation (EDC). Green Core offered $&20.0 million for the two Visayas
based geothermal plants to edgeut Therma Power-Visayas Inc. which bid
US$R00 million.

c. Naga Land-based Gas Turbine (LBGT) Power Plant

The 55 MW Naga LBGT was acquired by SPC Power Corporation on 16
October 2009 acquired after concluding negotiations with the Power Sector
Assets andLiabilities Management (PSALM) Corporation where SPC agreed
to match the reserve price of US$1.0 million for the Cekoased power plant.
The companys initial offer was U$429,488.0.

Meanwhile, generating assets scheduled for privatization in 2010 are shown in
Table 3.

2. Privatization of Decommissioned Assets

For the report period, two (2) decommissioned plants were bidded out namely
the 108 MW Aplaya Diesel located in Jasaan, Misamis Oriengald the 22.3 MW
General Santos Diesel Power Plant located in General Santos City, South Cotabato
last 25 May 2009.TEC Industries, Inc. (TEG)the winning bidder for the said
assetsagreed to match the reserve price of #8.488 million for the packaged

decommissioned plants.
Table3 - NPC GeneratingPlants for Privatization

TEC was left as lone biddeduring Rated Indicative

C . Plants Capacity -
the second round of bidding since the (MW) Bid Date
other bidder was disqualified for [ Angat Hydro Electric 246.0 | 1stSem 2010
failing to comply with the | Bacman Geothermal 150.0 | 2010
OANOGEOAT AT 608 4 %# 8 9IEHE ClE] APS2[R®A  i|&
USS$788,000 did not meet the| hacisT&iIGas e

Cl OAOT I AT 660 OAO [FoAOATO DOEAA AOO
under app|icab|e government rules, *A_sse_t with expi'ring contracts in 200901_0 s_hall_be
PSA_LM can negotiate with interested gg‘t’]‘”;‘g (ez:egsf(zmwng Genco process of privatization
parties after a failed second round of

bidding. Accordingly, the reserve pce was then disclosed to TEC, which agreed
to match the same.

B
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Table4 z List of Successfully Biddedut Decommissioned Plants

Name of Plant Winning Bidder Winning Bid Price Payment Status
(USS)
Manila Thermal Gagasan Steelnt. 2,506,000.00 | Fully paid

Cebu ll Taifu Metal Exchange 460,000.00 | Pending Closing
Corp Date of Sale

Bataan Thermal Rubenori Inc. 2,859,000.00 | Pending Closing
Date of Sale

Aplaya-General TEC Industries, Inc. 1,488,000.00 | Pending Closing
Santos Diesel Date of Sale

Total 7,313,000.00 | Pending Closing
Date of Sale

Source: PSALM

3. Privatization of Turned Over NPC -IPP Plants

Four (4) IPP plants recently turned over to PSALMvere likewise privatized
during the report period with an equivalent capacty of 875-MW and total
proceeds of US$ 44.5 million.

Table5 z Privatization of Turned Over IPP Plants

Rated Winning Bid Bid Date
Plants Capacity | Winning Bidder Price

(MW) (US$ million)
PB 118 100.0 | Therma Marine Inc. 14.00 | 31 July 2009
PB 117 100.0 | Therma Marine Inc. 16.00 | 31 July 2009
Limay 620.0 | San Miguel Energy 13.50 26 August

Corporation (SMEC) 2009

Naga (Cebu) 55.0 SPC Power 1.01 | 16 October
LGBT1&2 Corporation 2009
Total 875.0 44.51

Source: PSALM

a. Power Barges117 and 118

Therma Mobile Inc., acquired the 100MW PB 117 for U$16 million, while
Therma Marine Inc. bought the 1060MW PB 118 for U$14 million in a
negotiated bidding conducted by PSALM on 31 July 2009.

b. Limay Block A & B Combined Cycle Power Plant

The 620-MW Limay Combined Cycle Power Plant was successfully sadt
last 26 August 2009 in a negotiated sale conducted by PSALM with San
Miguel Energy Corporation who offered US$13.5 million for the Bataalpased
plant.

c. Naga Land Based Gas Turbine PowerPlant

SPC Power Corporation acquired the 5MW Naga LBGTast 16 October 2009
after concluding negotiations with the PSALMCorporation where it agreedto
match the reserve price of U$L.008 million for the Cebubased power plant.
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B. Transfer of NPC- IPP Contracts to IPPA

San Miguel Energy Corporation (SMEC) and Therma Luzon Im@re chosen last 28
August 2009 asAdministrators for the contracted capacitiesof the Sual and Pagbilao
Coal Fired Thermal Power Plants

SMEC US$1.072 billion for the mag@Ai AT O AT A Al 1 O00iMw 1T £
contracted capacity of the Sual codired power plant. On the other hand, Therma

Luzon, an affiliate of the Aboitiz group, was declared the highest bidder for the 700

MW contracted capacity of the Pagbilao codired power plant with an offer of

US$6910 million.

For both power plants,0 3! , - AT OAOAA E lcdbttactsAhPASMEC d&bdi A AAE
Therma Luz 18 4EA OAAAE Qd refeiddAi s OARAT EDEDOOAODE
I COAAT AT OO &sAMAaDG thel dppointed IPPAvith NPC as a concurring

party. The Administration Agreementsreplicates applicable provisions of theEnergy

Conversion Agreements between NPC and the IFPeam Energyfor both plants)

which are transferred to, as responsibilities of, the Administrators including

applicable rights and obligations These include:

1 fuel procurement responsibility

1 right to manage and trade the contracted capacity of the IPPs into the
electricity market in return for paying fixed monthly fees to PSALM as
well as paying the pasthrough energy fees of the IPPs

1 At the end of the contract period of the Administration Agreements,
the IPPA has rights to the ownership of the power plant and use of the
land.

The sucess in the first wave of IPP contracts privatization translates to 34.0 percent
privatization level. The second wave of IPPA bidding is targeted by December 2009
which will involve the San Roque Hydroelectric Power Plant, the Bakun Run of River

Hydroelectric Power Plant, and the Tapje6- PP Contracts for Privatization

Benguet Mini Hydros. The third Contracted
wave will cover Energy Conversion IPP Plants Cfll\ﬁ&;:)ity Bid Schedule
A__greements (ECA) of th? 1200AW San Roque MultiPurpose 345 | December 2009
lijan Gas Fired Combined Cycle gakun Hydro 70 | December 2009
Power Plant and the PPA of the| Benguet MiniHydros 30 | Decemter 2009
geothermal power plants in Leyte [lijan Nawral Gas 1200 | 2010

Unified Leyte Geothermal 440 | 2010

that supply power to the Luzon Grid . 2085
named as the Unified Leyte A and B source: PSALM
Plants.

C. Sale of SubTransmission Assets

Section 8 of the EPIRA provides for the divestment o8TAs from TransCo to
distribution utilities (DUs) . Compliance to the said provision is preparatory to open
access. The acquison of the said assets will provide an opportunity forDUs to

competeupon commencement obpenaccessand retail competition.

B



15h Status Report on EPIRA Implementation

The STAsfor sale include assets like stemlown transformers, substations and
overhead power lines which serve as the main gril O | BU<£ The3é assets
involve a total of about 6,500 circuitkiiometers comprising mostly of 69kV
transmission lines and 1,600 MVA of substation capacity. Estimated cost of these
assets is placed at about PhP7l8llion based on 31 December 2007 ndiook values.
Acquisition of such assets would pave the way for thelectric cooperatives EC9 to
improve their operations and expand their network which could result in serving
more customers in their franchise areas.

Table7- STA Sale Contracts Signdday 2009 - October 2009

Distribution Utility Contract Amount
PhP Million
Misamis Occidental 2 Electric Cooperative, Inc. (MOELCI 2) 53.00
VMC Rural Electric Service Cooperative, Inc. (VRESCO) 53.33
Davao del Norte Electric Goperative, Inc. (DANECO) 42.30
TOTAL 148.63

For the period May 1, 2009 to October 31, 2009three (3) sale contracts amounting
to PhP148.6 million were signed asshownin Table7:

Meetings and negotiations withsome 20DUs nationwide are underway to further
push for the sale ofSTAsincluding the negotiation for the sale of 1,100 circuit
kilometers of sub-transmission lines worth PhPL.0 billion.

As of 15 October 2009, Transco has been able to divest PhP3.22i&ill (61 sale
packages) worth ofSTAsincluding 320 MVA transformers to 54 DUs. Included in the
sale packages are 35 Lease Purchase Agreements with B€sunder concessional
terms amounting to about PhP 2.25 Billion. The balance of ovehP970.0 million
represents sales toprivate distribution utilities ( PDU9. Twenty-six (26) contracts
have been approved by the Energy Regulatory CommissiqERC) amounting to
PhP1.37 hllion. Meanwhile, relevant ERC Decisions concerningSTAs are
summarized in Annex 1.

[I. ELEQRICITY RATES

This section presents updates on electricity rates focusing on electricity rate
adjustments approved bythe %2 #h OBPAAOAO 11 O1 EOAOOAI AEAC
loans, mandated rate reduction, systems loss adjustments and lifeline subsidy.

A. NPC Generation Rate

The NPCwas given Provisional Authority (PA) by the ERC in its Order dated 16

February 2009 to implement starting March 2009 billing a new basic generation

rates (BGC) inthe amount of PhP4.3648/kWh inLuzon, PhP4.0339/kWh in Visayas

and PhP2.8177/kWh in Mindanao. However, ET T T A T &£ %2#60 EAAOEI
AAOAh %w2# 11 O0AA 03!,-80 I ATEZLEAAOCOAGETT OEAOD
Power Plants will have an effect on their proposedate for the Visayas grid by

around PhP003084/kWh due to the removal of related costs, rate base and other
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revenue requirement components. Thus, on 23 March 2009, the ERC issued a new
order provisionally authorizing NPC/PSALM to implement a new rate adjustment
for the Visayas effective on the Mah billing period equivalent to PhP4.0339kWh

or an increase of PhP 1.1460/kWh from the old rate of PhP2.8879/kWh.

Table8 - NPC Basic Generation Rates (PhP/kwWh)

Proposed BGC
Existing | as per ERC PAper ERC | |ncrease/Decrease
GRID Order Dated
BGC Case No. 16 Eeb 2009
2009-004 RC € Amount | Percent
Luzon 3.8966 4.7298 4.3648 0.4682
Visayas 2.8879 4.2694 4.0339 1.1460
Mindanao | 2.1030 3.1717 2.8177 0.7147

PA per ERC | |ncrease/Decrease
Order Dated
23 Mar 2009 Amount | Percent

I N

On adjustments for the fuel costs and foreign exchange component®yPC/PSALM
has jointly filed for various petitions covering the period January 2007 to March
2009 for the 9" to 14t Generation Rate Adjustment Mechanism (G&®) and the 8t

to 13 Incremental Currency Exchange Rate Adjustment (ICERA)

Following provisional/final ~ decisions on its various applications for rate
adjustments, . 0 # éfiective generation rates for May to September 2009are
summarized inTable 9.

Table9 - NPC Effective Generation Rate (PhP/kWh)

Basic Fr;gﬁg}f’é & NPC

Grid Period Generation ICERA GRAM Effective
to Host
Charge o Rate
Communities

Luzon Mayz Sept, 2009 4.3648 0.0245 -0.0490r -0.3132¢ 4.0271
Visayas May z Sept, 2009  3.7255¢ 0.0177 0.0599 0.0278 3.8309
Mindanao May zJuly, 2009 2.81772 0.0282 0.15719 0.0000r 3.0030
Augz Sept, 2009| 2.8177a 0.0282 0.0000 0.0000 2.8459

a\Per ERC Order Dated February 16, 2009:\0f New Basic Generation Rates

b\ Pea ERC Order Dated January 19, 200®~of 11th ICERA

c\Per ERC Order Dated January 19, 204 (of 12h GRAM

d\Per ERC Order Dated March 23, 20097\New Basic Generation Rates for Visayas {rid
€\Per ERC Order Dated June 11, 2008 (PANCERA)

f\Per ERC Order Dated June 11, 2008 (PAdBERAM)

g\ Per ERC Order Dated December 15, 2008 (Final Decisioft BEBRA)

h\ Per ERC Order Dated December 15, 2008 (Final Decisiott GIFRAM)

i\ Per ERC Order Dated December 15, 2008 (Final Decisioft EEBRA)

For the report NPC/PSALM likewise filed Bw rate adjustmentspetitions before the
ERC as summarizedh the below:

M 12t |CERA under ERC Case 200831

The adjustments prayed for by NPC/PSALM in this petition are broken in two
portions, current and balance. The current portion comprises the deferred
cost from foreign exchange fluctuations for the test period October 2008 to
December 20@. On the other hand, the balancportion comprises the DAA
balances of previous ICERA applications for LuzoW,isayasand Mindanao

)
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grids and the DAAs refunded toNPGSuccessor Generating Compani€blPG
SGCs)n the Luzon Grid.

1 13t GRAM under ERC Case No. 209932 RC
.0#60 DPAOEOEIT A& O OEA fudliandl IRPACAStslare AAEOO
broken down in two portions, current and balance. The current portion
comprised the adjustments for the test period October 2008 to December
¢mmy xEEIT A OEA AAI AT AA DPiT OOET1T ETAI OAA
GRAM applications (12 GRAM DAA for Luzon,"@GRAM DAA foWisayas and
Mindanao grids, and total DAA amounts applied under the ¥Q 11 and 12h
GRAM applications for Visayas and Mindanao grids) and the total amount of
DAAs covering the 9 to 12th GRAM applicationsactually refunded to NPG
SGCs in the Luzon Gii

1 13" ICERA under ERC Case 20635 RC

.0#6 0 APDPI EAAOCEITT &I O OEA poOE ) #%2! A
2009 equivalent to Php0.1855/kWh in Luzon, PhP 0.0246/kWh in the

Visayas and PhP (0.0327)/kWh in Mindanao with a proposed recovery

period of three (3) months. According to the NPC petition, the balance from

OEA Ei bl Al AT OAGETT 1 &£ OEA pc¢OE ) #%2! [
decision, shall be added to the aforementioned rate.

1 14t GRAM under ERC Case No. 209956 RC

The 14th GRAM aplication covers the period January 2009 to March 2009
equivalent to recovery of PhP1.3203/kWh in Luzorand PhPL.3136/kWh in
Visayas and refund of PhP0.0625/kWh in MindanadNPC proposed for a
recovery/refund period of three months.

On 03 August 2009 based on NPC/PSALM proposalin a case filed on 14 August
2008, the ERC approved theRules for the Automatic Recovery of Monthly Fuel and
Purchased Power Costs and Foreigrchange Related Costs by NPThe Rules
provides for the mechanismson how NPCcan adjust its rates to be able to
recover/refund over/under recoveries in its fuel and purchased power costs and
foreign-exchange related costs whichvary monthly depending on the prevailing
economic conditions. Purchased power costs relate to those incurretly the NPC for
the power it sources from its Independent Power Producers (IPPs).

Under the new rules, NPC may automatically adjust its monthly generation rate to
reflect changes in fuel and purchased power costin time with the actual
movements of fuelprices and foreign exchange rates thus avoiding carrying or cost
of money charges. The automatic adjustments would be computed monthly based on
an independent reference source or benchmark (Mean of Platts Singapore or FOB
Newcastle).Verification and true-up adjustments for the fuel purchase and power

B
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cost and forex will be done annually by the ERCWith respect to the unfiled and
unverified cost recoveries through the GRAM and ICERA, the said ruling provided a
one hundred twenty (120) days deadline from he effectivity of the rules for
NPC/PSALM to file their petition.

B. Transmission Rates

With the passage of Republic Act 9511 on December 1, 2008, the National Grid
Corporation of the Philippines (NGCP)has been given a franchise to operate the
transmission business to NGCP by Transco was effected on January 15, 2009.
Together with the Franchise Law is the Concession Agreement provides that
between Transco and NGCP, it shall be NGCP who will be the sole regulated
transmission entity by the ERC.

For the period May 2009 to October 2009NGCP has filed for two (2) rateelated

petitions, first for the provision of ancillary services and second, for the
expenditures it will incur to restore and rehabilitate the transmission facilities

AAT ACAA AU @UBABI TATOA O&IOAT ES6 AT A Omd OAAT
discussion below provides the highlights and status of the said petitions:

1. Ancillary Services Procurement Plan

On May 20, 2009, the NGCP filed ERC Case No. ZI¥® RC,In Matter of the
Application for the Approval of the Ancillary Services Procurement Agreement
(ASPA) Between the National Transmission Corporation (now National
Transmission Grid Corporation of the Philippines) and the National Power
Corporation with Prayer for the Issuance of Provisionauthority. In the said
petition, NGCP prayed foan issuance of @Ato implement the ASPAwhich will
oblige NPC to provide the ASn accordance with the ASPA andllaw NGCP to
recover from benefiting customers all related and incidental expenses (not
included in the 2d regulatory period z Final Determination) that it incurred or
may incur in relation with the procurement and operation of AS under the ASPA
The correspondlngAScharges are shown inTable 10 while the expected impact
IT . ' #0380 GClagesinithe Ouada,lVisayas, and Mindanao grids are in
Table 11.

The case is still being reviewed by ERC and during the hearing last 10 October
2009, NGCP and NPC was requested to submit a Formal Offer of Evidence within
ten (10) days.

Table10 - Ancillary Service Charges under the ASPA

Regulating Contingency Dispatchable Reactive Power
Grid Reserve Reserve Reserve Support
(PhP/kW/hr) | (PhP/kW/hr) ( PhP/KW/hr) ( PhP/MVAR/mo.)
Luzon 2.3490 2.3490 2.3490 38.40
Visayas 2.1006 2.1006 2.1006 17.33
Mindanao 1.3044 1.3044 1.3044 21.25

-
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of power supply as it will provide the pricing mechanism that will allow NPC and
NGCP to recover just compensation fdhe provision of AS.NGCP already raised

various concerns on how they can complyvith responsibility of providing for the

OEA !

30!

EO

AS since thereare limited numbers of qualified generators to offer AS. In
addition, there is no clear mechanism on how generatorsfi@ring AS will be
justly compensated. The ASPA is an interim solution, however, in the event that
all of NPC generating assets are privatized, there is a need to lofm a more
sustainable solution which will make nominating AS a financially rewarding
business for generatorsNGCP provision for AS services necessary to support the
transmission of capacity and energy from resources to loads while maintaining
reliable operation of the transmission system in accordance with good utility
practice and Grid Cod (Section 4b of the EPIRA).

Table11- Estimated Impact of Ancillary Service Charges under the ASPA

Grid AS Type ‘ Phl?/kW/month . Pr.1p/kWh

As Billed | Simulated | Increase | AsBilled | Simulated | Increase

Luzon Regulating Reserve 8.25 20.57 12.33 0.02 0.05 0.03
Contingency Reserve 11.54 28.77 17.23 0.03 0.06 0.04

Dispatchable Reserve 18.21 45.43 27.22 0.04 0.10 0.06

Visayas Regulating Reserve 6.17 30.76 24.59 0.01 0.07 0.06
Contingency Reserve 16.21 80.84 64.63 0.04 0.19 0.15

Dispatchable Reserve 7.41 36.94 29.53 0.02 0.09 0.07

Mindanao | Regulating Reserve 6.45 16.09 9.64 0.02 0.04 0.02
Contingency Reserve 20.56 51.27 30.71 0.05 0.12 0.07

Dispatchable Reserve 19.31 48.16 28.85 0.05 0.12 0.07

2. Recovery of Cost for the Restoratio n of Damaged Transmission Facilities

On 13 July 2009, NGCP fildeRC Case No. 200@049RC for the approval of Force
Majeure (FM) Event Regulated FM Pashrough for typhoons Cosme and Frank
and for the sabotage of transmission towers in Mindanao. Accortily, NGCP
provided the actual (incurred) and programmed expenditures in 2008 and for

2009, respectively, to restore and rehabilitate the transmission falities

damaged by said eventsThe estimated mpact of Of
restoration of the damaged transmission facilitiesare summarized inTable 12

P!

OEA AOOOI i AOOG

Table 12 - Estimated Passhrough Amount of the Restoration of Transmissic

Facilities
FME Event PhP/kW
2008 PhP/kW 2009 PhP/Kw (combined 2010 PhP/kW
2008 & 2009)
CosmelLuzon 0.0281 0.0611 0.0892 0.0653
Frank-Luzon 0.0218 0.0638 0.0856 0.0822
Frank-Visayas 0.0570 0.1001 0.171 0.0937
SabotageMindanao 0.0514 0.1095 0.1609 0.1129

=
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C. Distribution Utilities (DUs) Rates

)T OAOPT T OA O OEA %# O06 atk métHodology,&lnew fofm | T OA
of methodology for the ECs Wl be adopted by virtue of ERCResolution No. 20,

Series of 2009. Said resolution, issued on Z3eptember 2009by the ERGwvas based

on a benchmarking study which was subjected to various expositorynd public
consultations which resulted later on of a new methodologyramework for on-grid

ECs Under the new framework, ECs rates will be determined as follows:

The EG shall be classified into groups;

An Initial Tariff and aTariff Gide Path shall be ceveloped for each EC

group for a regulatory period;

The Initial Tariff and the Tariff Glide Path shall be the rate caps;

The basic structure of Tariff Glide Path shall consist of an index,

minus an efficiency factor, X, plus performance incentives;

1 Thereshall be a transition from the current tariff to a rate up to the
initial Tariff which shall be proposed by each EC;

1 Before the end of the Regulatory Period, the EC groupings and the

Initial Tariff shall be reset forthe next Regulatory Period

il
1

E

This secton provides discussion on the average effectivesidential electricity rates
of distribution utilities for the month of June 2009 which are calculated based on the
Monthly Financial and Statistical Report (MFSR) and Monthly Operations Report
(MOR) submitted by the ECs and private distribution utilities respectively, to the
DOEand NEA

The national average effectiveesidential electricity rate for the billing period June
2009 was PhP7.1539/kWh, higher by 34-centavos compared to the March 2009
national average on account mainly of adjustments in the generation charges of NPC
as provisionally approved by the ERC. Comparative rates for Luzon, Visayas and
Mindanao are shown inTable 13.

Table13 - Average Effectiv&ResidentialElectricity Rates (PhP/kWh)

Electric Cooperatives Private Distribution Utilities Average*
Grid (ECs) (PDUSs)
March June Difference March June Difference March June Difference
2009 2009 2009 2009 2009 2009
Luzon 8.0128 | 8.4208 0.4080 8.3362 7.8474 (0.4888) 8.1745 | 8.1341 (0.4040)
Visayas 7.4369 | 7.9671 0.5302 5.2023 5.9259 0.7236 6.3196 | 6.9465 0.6269
Mindanao 6.6408 | 7.0371 0.3963 5.2480 5.7251 0.4771 5.9444 | 6.3811 0.4467
Philippines 7.3635 | 7.8083 0.4448 6.2622 6.4995 0.2373 6.8128 | 7.1539 0.3411
Note: ECs Basel on NEA submitted Quarterly Unbundled Power Rate Schedules o
PDUgxAAOAA 11 0$508 OOAI EOOAA -1 T OEIT U / PAOAGETT O 2ADPI

*not weighted average

liTT¢c OEA %#06 [ AET O AOOOI I AO Al AOGO 11
customers has the highestate at PhP7.8083 while on a per grid basis, Luzon DUs
has the highest effective rate at PhP7.6891/kWhable 14.

11
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Table14z %# O 8

I OAOACA JuneRa#BENDE 2 AOAON

BILL SUBGROUP LUZON VISAYAS MINDANAO | PHILIPPINES
Residential 8.4208 7.9671 7.0371 7.8083
Commercial 7.3739 6.9454 6.2139 6.8444

Small Commercial 6.7157 6.8114 5.7453 6.4241

Large Commercial 6.9213 6.5526 5.5265 6.3335
Industrial 7.2628 6.7666 5.4837 6.5044
Public Building 7.3388 6.8002 6.0544 6.7311
Streetlights 8.7108 7.4757 8.0460 8.0775
Others 7.0273 6.3018 5.3917 6.6645
Effective Average Rates 7.6891 6.9526 6.1891 6.9235

*Based on Monthly Financial and Statistical Reports submitted by ECs to NEA

| £ OEA %#08

T AOET Tidértial rat&sXad AngR008, AsfedE O A

comprised the generation cost, 23 percent comprised distribution, supply and
metering charges, 15 percent for transmission cost and the remaining 16 percent
for systems loss charges, government taxes and subsidieable 15.

Table15 - EC's Average Effective Residential Electricity Rajese2009 (PhP/kwh)

LUZON VISAYAS MINDANAO NATIONAL
Bill Subgroup

phpkwh | PEreent | pponawn | Pereent | oupnwn | Pereent | pppjawn | Pereent

share share share share

Generation 3.9106 46.44 3.8424 48.23 3.0839 43.82 36123 | 46.26
Transmission 1.1334 13.46 1.2396 15.56 1.0829 15.39 1.1519 14.75

System Loss 0.7915 9.40 0.6947 8.72 0.6578 9.35 0.7147 9.15
Distribution * 1.8950 22.50 1.7096 21.46 1.6806 23.88 1.7617 2256

Subsidies 0.0501 0.60 0.0459 0.58 0.0616 0.88 0.0526 0.67

Government 0.6402 7.60 0.4349 5.46 0.4703 6.68 0.5151 6.61

Taxes

Total 8.4208 100.00 | 7.9671 | 100.00 7.0371 100.00 | 7.8083 | 100.00

* Includes Distribution, Supply and Metering Charges
Based orECs submission of their unbundled effective rates to NEA

D. Cross-Subsidy Removal

Section 74 of the EPIRA specifies that cross subsidies within a grid, between grids
and/or classes of customers shall be phased out in a period not exceeding three (3)
years from the establishment by the ERC of a universal charge which shall be
collected from all electricity endusers. The ERC may extend the period for the
removal of cross subsidies for a maximum period of one (1) year upon finding that
cessation of such meganism would have a material adverse effect upon the public
interest, particularly the residential end-user; or would have an immediate
irreparable, and adverse financial effect on distribution utility.
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The ERC approved the removal of Inteclass crosssubsidies simultaneously with
the Unbundling of rates application filed by the DUs.

NPC and Transco has already completely removed the inter and intgaid cross
subsidies. On the other hand, one hundred three (103) out of one hundred nineteen
(119) ECs hae completed the removal of InterClass Cross Subsidies. The
remaining sixteen (16) ECs are still implementing their cross subsidy removal
process. For Private Utilities, however, only three (3) out of the 18 PUs are still
implementing the gradual removal of inter-class cross subsidy. Bohol Light
Company, Inc. (BLCI) is still implementing the gradual removal of integlass cross
subsidy. Angeles Electric Corp. and Bauan Electric Light System, on the other hand,
have not yet started implementing the removaprocess.

E. Administration of Universal Charge (UC)

The Universal Charge (UC) is a nenypassable charge, mandated under Section 34
of the EPIRA, to be imposed on all electricity endsers, including selfgeneration
entities, for the following specificpurposes:

1 Payments for stranded debts and stranded contract costs;

1 Missionary electrification;

1 Equalization of taxes and royalties applied to indigenous or renewable
sources of energy visa-vis imported energy fuels;

1 An environmental charge for watershedrehabilitation and management;
and

1 A charge to account for all forms of crossubsidies

The UC is collected from all endisers every month by the National Transmission
Corporation (TransCo) and distribution utilities based on the approval made by the
Energy Regulatory Commission (ERC) and remitted to PSALM every 15th of the
following month.

Table16 - Collections & Disbursements, As $€ptembe2009 (In PhP)

. Collections/ .
Particulars . Disbursements Balances
Remittances

'\E"l':;'ﬁfrl‘?;i’lon 10,565,303,573.84| 10,558,203,176.32|  7,100,397.52
Environmental Charge 711,294,678.72 338,928,492.72| 372,366,186.00
Main Trust Account UC 226,080.47 - 226,080.47

Total: 11,276,824,333.03 | 10,897,131,669.04 | 379,692,663.99
SourcePSALM

PSALM administers the UC fund collections which are placed in Special Trust
Accounts (STF) established separately for each of the intended purposes of the UC,
for disbursement in an open and transparent manner. At present, only theCfor
Missionary Electrification (UGME) and UC for Environment and Watershed
Rehabilitation (UGEWR) have been imposed and are being collected. The total UC
currently imposed to all customers amounts to PhB.0398/kWh which is composed
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of PhP0.0373/kWh for

environment and watershed rehabilitation.

missionary electrification and PhF0.0025/kWh for

1. Total Collections/Disbursements for UC-ME and UGEWR

Total UCcollections/remittances to PSALM as of 30 September 2009 amotaul

toPhP11.28 billion, PhP10.90 billion of which was disbursed by PSALM to NPC

for missionary electrification and environment and watershed rehabilitation

which  leaves the UC
fund with a balance of
about
million. For the period
March 2009 to
September 2009, PSALM
disbursed to NPCSPUG
the total amount of
PhP1,024 million (Table

18). Following are some
details of the
disbursements for UG

ME:

March 2009-October 2009

PhP379.69 Table 17 - UC Collections/Remittances for the Peric

Month UC- ME UC- EWR Total
March 130,438,933.02| 8,688,252.07 139,127,185.09
April 148,866,407.38| 9,932,437.44 158,798,844.82
May 152,373,029.99 | 10,179,006.09 162,552,036.08
June 154,802,476.63 | 10,373,035.34 165,175,511.97
July 158,246,281.34 | 10,600,355.83 168,846,637.17
IAugust 164,858,627.10 | 11,180,605.60 176,039,232.70
September 154,655,383.68 | 10,278,400.97 164,933,784.65

Total |1,064,241,139.14 |71,232,093.34 | 1,135,473,232.48

Source: PSALM

1 The PhP141 million disbursed in May 2009 completed the releasd P542
million authorized by the ERC in its Order dated 16 February 2009 to

fund NPG3 0 5

6O
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f The disbursements from June to September 2009 amounting to
PhP669.42 million pertain to the DAA portionof NP 05' 6 O ¢1 A

1 On 10 Septenber 2009, ERC issued an Order dated 17 August 2009
DOl OEOETTAI T U COATOEI ¢ 305' 860 -RAOEOEI

fund with modification. The Commission authorized:

A

electrification for the Calendar

Year 2009;
All

National Grid Corporation of
the Philippines
collect the UGME charge in the
PhP0.0978/kwh
from consumers starting the
next billing period from receipt
of the Order and remit the

amount of

(NGCP)

The annual release of PhP5.7 billion foNPG3 0 5 '

60

Table 18 z UGME Disbursements a
of February 2009 (ifPhP)

distribution utilities and

Month UCz ME
March 200,000,000.00
to April 200,562,866.50
May 141,103,800.50
June 187,000.000.00
July 160,000,000.00
August 164,421,441.42
September 158,000,000.00
Total 1,024,088,108.42

same to PSALM, on or before Source: PSALM
the 15th day of the succeeding month.

- AAT xEEI Ah 1

I AEOAOOOCAI AT O A& O Al 6EOT1

approval of the petitions filed by the NPCfor the availment from the UG

Watershed fund

21 -
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2. UC for Stranded Contract Costs (SCC) and Stranded Debts (SD)

2 AAT OAOU £ O OEA . 0# 702809 and prijectedtSH forEheO AEE O/
fiscal years 20092029 was filed by PSALM before the ERC for the recovery

Ol AAO OEA 5#8 &1 O OEA PDPAOEOEIT 11 3##h (
recover the shortfall incurred in operating the eligible IPPs in the Lzon Grid in

the amount of PhP 22,256 million over a period of five (5) years. On the other

EAT Ah ET 1T OAAO O OOAAEI EUA AT A 1 EOECAOA
sought for the approval of a

levelized UGSD amounting to Table19 z Proposed UC for the Recovery of €

PhP4701 billion  which s and SD (PhP/kWh)

proposed to be recovered over a ;g’g/ier‘; Luzon Visayas/
17-year period. The calculated | periog | YGSCC| UGSD | Total | Mindanao
levelized SD is the estimated| Yearl .0920 | 0.3049 | 0.3969 0.3049
financial obligations The |Year3 0920 | 0.3049 | 0.3969 | 0.3049

_ ga - Year 4 0920 | 0.3049 | 0.3969 | 0.3049
applicable chargesjf approved by [Years 10920 | 0.3049 | 0.3969 | 0.3049
the ERCis summarized in Table | Year617 0.3049 0.3049 0.3049
19 Source: PSALM

F. Assumption of Loans of Electric Cooperatives

As of September2009, PSALM has paid a total of PBP billion worth of financial
obligations of ECs to NEAother government agencies and local government units.
This comprisedaround 45.0 percenti /A& %oMe0tive loans tothat was assumed by
PSALMeaving a balance of PhR8.1 billion. Total payment made by PSALM to NEA
was PhP9.9 billion while that for LGU/OGA was PhP80.3 milliofTable 20)

Of the FMP9.865 billion total payments to NEA as of September 2009, abou#.9
percent, or hP7.39 billion was used to pay the rural electrification loansncurred
by the ECs, 15.@ercent or PhP1.54 billion was for Minthydro loans, and9.3 percent
or PhP 924.74 million was for Dendro Thermal loans. Paymentstended for house
wiring services only amounted to PR7.46 million.

Table20 z Status of Loan Condonation as of September 2009 (PhP

Total Actual Payments Balance
Assumption Amount % Amount %
NEA 17,977,951,553| 9,865,449,244| 549 | 8,112,502,310| 45.1
LGU/OGA 99,614,780 80,291,474 | 80.6 19,323,306 | 19.4
TOTAL 18,077,566,333 | 9,945,740,717| 55.0 | 8,131,825,616| 45.0
Source: PSALM
7EQOE OAOPAAO O1 %# OdPSALMAhasippréYéd fof assuptioch] A | ' 5

the total loan amount of PMP99.6 out of the estimated loan amount of RP246.1
million for assumption, broken down into PhP49.9 million and PhP35.3 million,
respectively. Out of the PhP9.6 million for assumption, PhP80.29 million was
already paid by PSALM to the OGAs and LGUs as of to date. The balance df9&hP
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million approved for assumption is being processed and documented for payment to
concerned OGA/LGU.

The balance ofPhP160.9 million out of

- Table21 - Payments per Type of Loan
the total PhP246.1 million represents Amount Paid | Percentage
the estimated loan amounts of four (4) | Type of Payment (In PhP) to Total
ECs with respectivecreditor OGA/LGU, | Rural Electrification

namely: a) Aklan Electric Cooperative 23" 7,388,650,682 74.9
(AKELCO) withthe Philippine Tourism | Mini-hydro 1,544,601,934 156
Autho.rity (PTA),. b) Busuanga I.sland Dendro Thermal 924,740,004 9.3
Electric Cooperative (BISELCO) with the House wiring 7 456,624 o1

Province of Palawan, c¢) Negros
Occidental Electric Cooperative | ToTAL 0,865,449 244 100.00%
(NOCECO) with the Province of Negros's, ce. psaLm

Occidental and DOE, and d) VMC Rural

Electrification Service Cooperative (VRESCO) with 3 creditors: the San Carlos City
Government, Province of Negros Occidental, and the Asset Privatization Trust (APT),
now named Privatization Management Office (PMOMAt the time the PSALM Board
approved the total loan amount of RP 85.2 million for assumption in 2004-2005,

the loan records of AKELCOBISELCO, NOCECO, and VRESCO were unreconciled
with their respective creditor OGA/LGU, not verified by COA, nor confirmed by
concerned debtor ECs as due and demandable as required by Section 5(a) of
Executive Order 1191. The estimated loan obligitions of VRESCO with the PMO, on
the other hand, was the subject of foreclosure proceedings before thiegular court,

later settled by a Compromise Agreement, but wasventually the subject again of
court proceedings for a declaratory reliefwhich, after dismissal of the case, was
elevated on appeal by VRESCO tine Court of Appeals. The status of loan
assumption of these 4 ECs aras follows:

i AKELCO and BISELCO- loan records with creditor OGA/LGU
remainunreconciled, not audited by COA, nor confirmed byAKELCO and
BISELCO as due and demandable as required by Section 5(a) ofLE®)

T NOCECO and VRESCO (with creditor LGU)he pending legal andinancial
issues on computed interests and penalties of the estimatddan obligations
of NOCECO and VRESCO witle tProvince of Negro$ccidental have already
been settled by the parties whereby theProvince of Negros Occidental will
condone the computed interestsand penalties on their respective loans. For
submission to the PSALMBoard for approval;

1 VRESCO (with PK) - already settled through a CompromiseAgreement
between VRESCO and PMO, duly approved by the cduut still the subject of
another pending court litigation.

G. Mandatory Rate Reduction

Pursuant to Section 72 of the EPIRA, NPC has continuously gehta 30
centavo/kWh or a proportionate reduction on electricity rates of residential end-

! Restructuring Program for Electric Cooperatives, 28 August 2002

&
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2009, NPC has granted PhPA hbillion for the MRRof which 54 percent accounts for
the Luzon residential customers. Of the same amount, residential customersf
MERALCCQalone shared 25.5 percent From the start of the implementation period

(2001 to date), NPC has already incurred a cumulative totaf PhP22.3pillion.

Table22 - Monthly Amount Incurred by NPC for the Grant of MR&juaryz Septembe2009

Billing Month MERALCO | REST OF LUZON TOTAL LUZON VISAYAS MINDANAO TOTAL
Jan09 47,806,643.10 | 62,542,055.24 | 110,348,698.34 | 47,015,229.93| 55,007,710.33 212,371,638.60
Feb09 42,273,187.20 | 64,217,843.86 | 106,491,031.06 | 50,088,622.44 | 58,532,264.35 215,111,917.85
Mar-09 44,040,781.71 | 72,167,723.34| 16,208,505.05| 40,353,083.65| 45,253,008.77 201,814,597.47
Apr-09 53,118,020.70 | 72,821,969.18| 125,939,989.88| 54,326,480.12| 59,947414.10 240,213,884.10
May-09 64,030,998.00 |  98,241,624.26 | 162,272,622.26| 51,704,193.10| 59,122,138.86 273,098,954.22
Jur09 68,204,346.90 | 56,650,477.52 | 124,854,824.42| 51,278,066.68| 58,609,301.03 234,742,192.13
Juk09 63,628,967.70 | 65,161,685.28 | 128,790652.98 |  48,742,591.72 | 54,649,917.21 232,183,161.91
Aug-09 58,986,725.10 |  61,356,596.29 | 120,343,321.39| 48,943,598.40| 57,173,785.23 226,460,705.02
Sep09 50,732,551.80 |  69,253,355.08 | 119,985,906.88| 49,727,759.66 | 61,284,765.87 230,998,432.41
TOTAL 305,583,589 .50 | 350,663,738.43 | 656,247,327.93 | 250,396,209.56 | 290,839,908.20 | 1,197,483,445.69

Source: NPC

/I'T ¢¢ *AT OAOU ¢nmnmwh A 11T xETC %2#6 RokEl6O00AT AA

December 2008, Masinloc Power Partners and Company Limited (MPPCL) dilés
S0AOEOGEI T Of = OE A 201 A -AEETCco 11
aforementioned resolution, will continue to be implemented and shouldered bNPG
SGCs from the time of their respective Closing Dates. Said MRR shall continue to be
enjoyed by residential endusers and its implementation shall terminate only upon the
expiration of the original term of the TSCs assigned and transferred to SGCs.

OEA

According to MPPCL, the MRBhould not be the responsibility of theNPGSGCs since it

is derivA A £OT 1 O.0# OAOAOG6 xEEAE EO AAEZET AA AO
customers. MPPCL further stressed that the MRR was enacted to ensure the residential

endOOAOO OEAO OEA AOOOI POETT AU OEA . AOETTAI
obligationswoulA OAOO1I O ET 11 xAO0 BT xAO OAOAOG8 | AAT O/

of NPC debts was the mechanisadoptedto allow and guarantee the implementation of
the MRR.Thus, given that no debts oONPCGSGCs were absorbed by the NG and they did
not benefit from the assumption of NPC debts, the very rationale of MRR of lowering
power rates and the benefit/incentive that guarantees the financial feasibility of MRR
implementation are inexistent3

MPPCL further contended that the EPIRA mandated the NPC to provide thre MRR and
its mandate is nontransferable and that the EPIRA thrust towards the privatization of
NPC generating assets contrary to the imposition of the MRR on theNPGSGCs. By
requiring NPGSGCs to shoulder MRR, the ERC has totally veered away ftbenprimary
purpose of the TSCs which is to assure investors of a guaranteed market for the
electricity produced from the privatized NPC generating assets.

2 A Resolution Adopting Policies to Govern the Transition Supply Contracts Which Have Been Assigned
and Transfared to NPC Successor Generating Companies
®ERC Case No. 200909MR
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The said petition was partially granted bythe ERCby amendng Section 10 of
Resolution No. 16 Sees of 2008 particularly on the issue of MRRhrough ERC
Resolution No. 13 Series of 2009%n 18 May 2009 which now provides that:

O3AAQGEIT o0 1T A&# OEA %w0)2! 11 OEA - Al AAOGA
continue to be implemented. The NPC successor genegatompanies shall
implement the same subject to the execution of a written instrument
between NPC and/or PSALM and the concerned NPC successor generating
company specifically containing the assumption by the latter of such
obligation. In the absence of shcspecific written instrument, the rights of

the residential endusers shall not be impaired and NPC and/or PSALM shall
bear the cost of the rate reductions implemented by the NPC successor
generating company. Thus, residential enders of the affected DdUshall
continue to enjoy the rate reduction of thirty centavos per kilowatthour
(PhP0.30/kWh) and the implementation of the same shall terminate upon
the expiration of the term of the assigned and transferred TSCs. If, after the
AGPEOAOGEIT T rinAhe NEAsuctedsbrogénerdlilg company shall
continue to supply the requirements of the affected DU under an extension
as allowed by the ERC, the obligation to provide the MRR shall cease, unless
otherwise stipulated uponby the NPC successor generatiogmpany and

the affected DU, in which case the cost of implementing the MRR shall be
borne by the NPC successor generating company.

H. Transition Supply Contracts (TSCs)

The EPIRA providedor NPCfiling with the ERC d its TSCs duly negotiated with the
DUs containing the terms and conditions bsupply and corresponding schedule ©
rates, including adjustments and indexatiorformulas which shall apply to the term
of such contracts. As provided for in Section 67 of the EPIRA the termitbhe TSCs
shall not extend beyond one (1) yearfrom the introduction of open access. Such
contracts shall be based on the projected demand such utilities less any @ their
currently committed quantities under eligible IPP contracts. Said provision further
provides that the total generation capacity d the signed TSCs shall not exceed the
level of NPC owned, controlled or committed capacity asfahe EPIRA's &ectivity.
Such TSC shall be assignable to the NPC successor.

On 13 June 2008, 17 TSCs in Luzon and 7 in the Visayagther with a new contract

with CASURECO |V were filed by NPC and were approved by ERC on 22 September
2009. In Mindanao, 24 TSC renewals were approved by the ERC on 3 August 2009.
From 2005 to 15 October 2009, there are already 121 TSCs approved byetBRC,
where 57 are in Luzon, 32 in the Visayas and 32 in Mindanao. NPC adopted the same
format for the Contract for the Supply of Electrical Energy (CSEE) with the ERC
approved template for its other directly-connected customers such as large
industrial customers. To date, there are already 125 neBUs connected with NPC
through CSEE. Seventthree (73) TSCs and CSEEs were assumed by NEEGCs of the

11 privatized NPC plants while 54 TSCs and CSEEs with a total equivalent demand

* A Resolution Amending Resolution No. 16 Series of 2008

B



15h Status Report on EPIRA Implementation

of 2,542 MW will be trangerred to SMEC and Therma Luzon, the respective IPPASs of

Sual and Pagbilao contracts.

Total equivalent demand of TSCs approvedTable 23 - NPC Transition Supply Contre

by ERC is shown inTable 23 while the
corresponding NPC/PSALM capacity
eligible for TSC are infable24 .

Based onNPCreport, with the transfer of

the contracted capacities of Sual (1,000
MW) and Pagbilao(700 MW) to the new

IPP  Administrators, its total capacity

eligible for TSC is7,164.66 MW in 2009,
6,192.64 MW in 2010 and 5,851.86 in
2011.

There are growing concerns on the part of
NPC/PSALM on how it can fulfill
obligations in the TEs/CSEE in view of the
continued privatization of its generating

assets and IPP contract8Based on the NPC

2009-2011

Grid/ Yearly Equivalent Demand, MW

Customers 2009 2010 2011
Luzon 3,375.68| 2,232.05| 1,976.41
DUs 2,817.03 1,890.72 1,635.09
Ecozones 247.03 181.74 181.74
Industries 298.68 157.34 157.34
Misc/Govt,| 12.94 2.24 2.24
Visayas 968.82 807.99| 779.56
DUs 852.37 732.86 732.86
Ecozones 21.00 24.00 24.00
Industries 93.68 48.23 22.70
Misc/Gowt,| 1.77 2.89 -
Mindanao 1,375.29| 1,333.30| 1,096.42
DUs 1,171.98 1,109.2¢ 971.20
its Ecozones 0.01 0.014 0.01]
Industries 234.93 229.71 124.40
Misc/Govt,| 1.08 1.08 1.08

Source: NPC

submissions,its eligible capacity 5 not sufficient to fulfill its TSC/CSEE obligations
(equivalent demand). This is already apparent particularlyin the Visayaswhere its
capacity eligible for TSC is equivalent to 899.79 MW while the projected demand of
DUs and other customers with TSC is equivalent to 968.82 MW which is a clear
deficit of 68 MW. In addition to the continuous privatization, NPC/PSA - &sGilso
having difficulty in turning over to NPGSGCs certain TSCs/CSEéise to their refusal

on account of factors such as unviable rates in the case of discounted rates to

Table24 z NPC/PSALM Capacity Eligible 1
TSC, 200 2011 (MW)

industrial

entities

and

delinquent
customers among others. The inability of
PSALM to do so will aggravate financial

Grid 2009 2010 2011
Luzon 4,707.46 3,965.4 3,685.44
Visayas 899.79 661.35 576.65
Mindanao 1,557.40 1,565.84 1,689.75
Philippines 7,164.66 6,192.64| 5,851.86
Source: NPC

I. Lifeline Rate Subsidy Program

condition of NPC with the attendant
penalties and legal consequences should
it fail to fulfill its obligations in the
TSCs/CSEEs.

As of the report period, the ERC has approved modiéitons of lifeline level and
discounts for Visayan Electric Company (VECO), Tarlac Electric Incorporated (TEI)
and Angeles Electric Corporation (AEC). It can be noted that the ERC approvals
provided for a 100 percent discount to customers consuming 20 kwhnd below.
Details for the new lifeline rates of the abovementioned DUs are shown in Annéx
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V. COMPETITION

This Section provides an update on the commercial operation of the electricity market
including the initiatives for its improvement in preparation for the tender and transfer
to an Independent Market Operator (IMO).

A. Wholesale Electricity Spot Market (WESM) Implementation

After 40 months of WESM commercial operations in Luzon, there are already 13
generating companies who are directly participatig in the WESM, 11 distribution
companies while there are 5 registered direct suppliers. The latest direct WESM
members in the distribution sector are Tarlac | Electric Cooperative, Inc., Isabela
Electric Cooperative, Inc. which were both approved on 26 I§u2009 and Nueva
Ecija Electric Cooperative HArea | (NEECO {Area |) whose membership was
approved on 26 August 2009.

To date, there are three applications for direct membership are being evaluated.
These are llocos Sur Electric Cooperative, Inc. SECO), Cagayan | Electric
Cooperative, Inc. (CAGELCO 1), and Cagayan Il Electric Cooperative , Inc. (CAGELCO
II). To date, CAGELCO 1 is having discussions with its power supply with SNAP
Magat, Inc. for management of its bilateral power supply contract oedt becomes a
Direct WESM Member.

On the generators registration, Therma Luzon Inc., (TLI) was approved as direct
member effective 01 October 2009. TLI will be trading the Pagbilao Coal Thermal
Power Plant as IPP Administrator. Meetings have been condedt with San Miguel
Energy Corporation the IPPA selected for the Sual Coal Thermal Power Plant in San
Manuel, Pangasinan for their registration.

1. Highlights of Luzon Commercial Operations

For the duration of the covered period, demand for the billing maths of May to
September 2009 was relatively high, as hot weather conditions were
experienced despite the occurrence of low pressure areas and typhoons as early
as May 2009. Average demand levels were highest in July 2009, posting
5,258MW. Maximum demandor the 5-month period was registered at 6,932
MW on a hot day of 26 May 2009 at 2pm and this is expected as the highest peak
demand for the Luzon grid for 2009.

Average energy offers submitted by the WESHkegistered generators were
highest in Septembe 2009 at 7,007MW. High availability of energy supply is
evident considering the higher quantities of generator offers that resulted to
ample supply margins in the market. Average energy offers were lowest in
August 2009. Aside from planned and forced dages, energy offers in August
2009 were also affected by the natural gas supply limitation from the
Malampaya gas platform which consequently limited the generating capacity of
the natural gas plant units from 1400H August 4 to 0200H August 5, 2009.
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Table25 - Summary of Market Results

Peak Coinciden | Average | Average | Average

Billing Deman t Energy Deman Energy Capacity
Month d(MW) Offers d Offers on Outage

(MW) (MW) (MW) (MW)

May 2009 6,842 7,493 5,157 6,788 1,250
Jun 2009 6,932 7,374 5,203 6,876 1,432
Jul 2009 6,819 7,482 5,258 6,875 980
Aug 2009 6,833 7,263 5,255 6,692 1,577
Sep 2009 6,870 7,044 5,228 7,007 1,506
Oct 2009 6,501 6,532 4,935 6,511 2,427

Source: PEMC

Table26 - Metered Quantities: EnergMix (in Percent)

Billing Natural | Diesel/ .

Month Hydro | Geothermal | Coal Gas ol Wind
May 2009 11.4 8.9 29.6 45.0 4.9 0.17
Jun 2009 14.3 8.5 26.9 45.9 4.4 0.08
Jul 2009 13.9 8.3 30.6 45.8 14 0.04
Aug 2009 17.9 7.7 26.9 43.9 3.4 0.04
Sep 2009 17.0 7.1 24.7 47.6 3.6 0.04
Oct 2009 21.5 8.1 20.6 46.8 2.9 0.11

Source: PEMC

Energy contribution from hydro plants improved considerably from 11.4
percent in May to 17.9percenin August as a result of extensive rainfall from the
monsoon rains and typhoons wile diesel/oil-based pants was highest in May
at 4.9 percent and lowest in July at 1.4 percenwhile contributions from
diesel/oil -based plants were mainly due to its continuing nomination by SO
NGCP as mustun unit to address the N1 contingency requiranents of the grid,
particularly at the San Jose Substation in Bulacan.

Energy consumption rebounded during the period posting the highest energy
consumption in August at 3,671 GWh. Luzon energy consumption covered by
bilateral contract quantities (or BCQ) posted an average of 87 percent and
ranged from a low of 84 percentin August to a high of 90percent in July.
Conversely, spot market quantities were highest in August at 1percent and
lowest in July at 1(ercent. On average, the spot market quantity fahe period

is 13 percent.

Table27 - Metered Quantities: Energy Consumption

Billin Metered Spot Bilateral

Mont% Quantity Quantity Percent Quantity Percent
(MWh) (MWh) (MWh)

May 2009 | 3,463,438.29| 516,030.34 14.9 | 2,947,407.95 85.1

Jun 2009 | 3,608,313.89| 475,456.08 13.2 | 3,132,857.82 86.8

Jul 2009 3,638,571.31| 357,675.26 10.1 | 3,180,896.05 89.9

Aug 2009 | 3,671,459.51| 586,189.83 16.0 | 3,085,269.69 84.0

Sep 2009 | 3,652,903.81| 486,078.85 13.3 | 3,166,824.96 86.7

Oct 2009 | 3,347,101.84| 512,979.44 15.3 | 2,834,122.40 84.7
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Customer Effective Buying Prices of spot market quantities in the WESM during
the covered billing months ranged from a minimum of PhP2,080.29/MWh in

September 2009t0 a maximum of PhP3,294.88/MWh during the July 2009
billing month, when total spot market volume is at its lowest while Generator
Effective Selling Price was highest in May at Php2,516.38/MWh and lowest in
September at Php1,148.78/MWh

Lower market clearing prices continue to manifest in the market, particularly

during the off-peak periods, as _higher Table28 - Effective Settlement Prices

supply availability continues to be ERTEET
i i i . Buying Price elling Frice

experienced in the market. With the | Biling (/o
. . . .. (w/ Surplus),
implementation of the Price Substitution | Month PhP/MWh S&f&{/t\llsh).
Mechan'lsm fqr congestion, thg impact of May 2000 287107 251638
congestion prices are also mitigated. The

) : A Jun 2009 2,519.61 2,207.39
Customer Effective Buying price is also 4l 2000 3004.68 504102
expected to be reduced to the level of th Au 2009 2‘291'13 1’986'39
Generator Effective Selling Price with the -2 1292 Jacs
100 percent flow-back of the net |-S€R2009 | 2.080.29 1,148.78

Oct 2009 1,445.37 1,396.63

settlement surplus which was
implemented during the peiod.

2. Visayas Trial Operations

The LDO program is the final phase of the Trial Operations Program (TOP) and
serves as the final phase of preparation for commercial operation. It is the
actual implementation of the SecurityConstrained Dispatch SchedulédSCED)
produced by the Market Dispatch Optimization Model (MDOM) in the Market
Management System (MMS) without any financial settlement.

The LDO is intended to enable the Trading Participants, the System Operator
and the Market Operator (MO) to perform their respective roles and
responsibilities in preparation for the WESM Commercial Operation. It is also
intended to finalize testing of all interfaces to the MMS, including WESM
procedures and protocols, as well as to address operational issues that have
arisen that may impact on the commercial operations of the WESM.

However, on March 24, 2009, with permission from the Department of Energy,
the MO has issued a notice of the temporary conclusion of the WESM TOP in
Visayas and suspension of the LDO while gparations and implementation of
the Visayas Supply Augmentation Auctio(iVSAA)program is underway.

3. Visayas Supply Augmentation Auction

After consultations with various power stakeholders in the Visayas, the ERC on
24 August 2009 came out with its degion on ERC Case No. 20@d5 RC

approving the application filed by PEMC for the approval of the Pricing and Cost
Recovery Methodology and the Structure Level of Administration Fees, with a
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Prayer for Issuance of Provisional
Augmentation Auction (VSAA).

Authority for the Visayas Suppl

It can be recalled that the VSAA was envisioned by the DOE as an interim
measure to support in the problematic electric power supply in the Visayas Grid
while awaiting the operation of new generation plants and also to furtér
preparations for the eventual commencement of the commercial operation of the
WESM in the area.

However, after the approval of the application, it was found out that the approval
was different from what was applied and PEMC cannot implement the said
measure. The reason is that ERC required the use of WESM Market Dispatch
Optimization Model (MDOM) which, however, is based on fundamentally
different rules and procedures. Further, it also effectively makes the VSAA
program a mechanism for procurement by he NPC of power supply to serve its
transition supply contracts as well as the deficit caused by other generators or
independent power producers.Summarizedin Table 29 are the inconsistencies
with regards to the FEMC application and the ERC approval

With such variations, the DOE has discussed with the ERC regarding the
implications of the approval. The PEMC on 01 October 2009, filed a motion for
reconsideration with ERC seeking for approval of the methodology awiginally
applied for. While awaiting for the approval of the motion, PEMC will continue its
internal readiness activities and coordination with the Visayas System Operator
in preparation for the implementation of the VSAA.

With the introduction of the VSAA, there have been some discussions on the
possibility of extending or implementing the same program in the Mindanao
given also the scarcity of power supply in the region. Currently, however, this is
still being discussed and further conceptualization & be done depending on the
results of the implementation of the VSAA.

Table29 - Comparison of VSAA Application vs. ERC Approval

AS APPLIED

AS APPROVED

IMPLICATIONS OF ERC APPROVAI

Cebu, Negros and Panay

Entire Visayas grid

Will have minimal impact because there is
no supply deficit in Leyte SamarBohol

Participants includez
Grid-participants (generators,
large users and DUS/ECs)
Embedded generation and
interruptible loads

Grid-participants only

Embedded participants are
explicitly excluded

Drastically reduces effectiveness of VSAA
which is designed specifically to tap
embedded generation and interruptible
loads

Voluntary participation

Voluntary participation of
augmentation providers
(generators & interruptible
loads)

Mandatory participation of
customers (DUs & directly
connected customers

Supply deficit covered is only for
participating customers

Supply deficit covered is for
entire Visayas grid

Effectively makes the program mandatory
for all customers

If NPC will pay for supply augmentatiory
effectively requires NPC to pay for deficit
caused by other generators or IPPs

Embedded generation and
interruptible loads within DU

DUs ca implement their
own de-loading program

Separate approvals will delay the
participation of the DUs

]
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Table29- Comparison of VSAA Application vs. ERC Approval

AS APPLIED AS APPROVED IMPLICATIONS OF ERC APPROVAL
franchise can participate directly | similar to the ERGapproved
in VSAA program for VECO
No separate approval for DU DUs required to seek ERC
recovery mechanism approval to implement de-

loading program

Cost of supply augmentation and| Cost of supply augmentation| NPC may ed up paying for cost of

administration fees will be and administration fees will | augmentation of deficit that is attributable
shouldered by participating be shouldered by NPC to other generators/IPPs
customers in proportion to the
level of deficit served Effectively makes VSAA mechanism for NP
DUs will recover from end users procurement of power to serve its contracts
as part of generation cost and deficit of other generators
recovery
Pay-as-bid settlement for Locational marginal pricing | MDOM is based on WESM Rules andde
augmentation providers determined using WESM Determination Methodology (PDM) which
Market Dispatch are fundamentally different from VSAA
Scheduling and dispatch Optimization Model Rules and pricing/cost recovery
processes will use VSAA softwarg (MDOM) methodology
developed by PEMC
MDOM audited and MDOM does not generate feasible dispatch
approved for WESM will be | and prices under deficit conditions
used

MDOM operates Luzon and Visayas as a
single market

ERC approval will require MDOM redesign
which is costly and will take longer time to
implement

Source: PEMC

4, WESMGovernance

The governance and operations of the WESM is currently being undertaken by
the Philippine Electricity Market Corporation (PEMC). PEMC, through the Board
of Directors (PEM Board) and the various governance committees and units,
serves as the governance arm of the WESM. It was also constituted as the
Autonomous Group Market Operator (AGMO) pursuant to Section 30 of the
EPIRA. As randated in the EPIRA Implementing Rules and Regulations, the DOE
Secretary serves as the Chairman of the Board of PEMC.

The EPIRA requires that an independent market operator (IMO) shall be formed
and the functions, assets and liabilities of the AGMO shéak transferred to said
IMO upon joint endorsement of the DOE and the electric power industry
participants.

In June 2009, the PEM Board was reconstituted to reflect equitable
representation from each sector of the electric power industry as provided inhie
WESM Rules. This is in preparation for the transfer of operations to an
Independent Market Operator (IMO).

Anent to this, an independent audit of the Market Operations was initiated and is
currently on its last stages. This audit is intended to reinfee the Trading
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OAOOEAEDPAT 0086 Ai 1 £FZEAAT AA ET OEA OOA1T OPAOA

Wholesale Electricity Spot Market (WESM).

Meanwhile, following summary of the activities undertaken by the various
WESM Committees for the report period:

Market Surveillance Committee

1 endorsed to the PEM Boardequest for investigation for 1) Possible non
compliance with the MustOffer Rule for the period May 2007 to
December 2007 and 2) Possible nonrcompliance with the RTD
Schedule/Instruction for the month of June 2008

1 monitoring of possible non-compliances to the WESM Rulesuch as 1)
Must-Offer Rule for the period December 2007 to November 2008,
November 2008 to April 2009, and April to August 2009 and 2) RTD
Schedule/Instruction for the period July to September 2008 and
September 2008 to January 2009

1 With the submission by the to the MSC of, the MSC has conducted an
ongoing evaluation of the two (2) investigation reports submitted by
Enforcement and Compliance Office (ECO)

1 Discussd with relevant gakeholders market issues, such as: i) possible
breaches of the WESM Rules; ii) market intervention and suspension; iii)
pricing error notices due to major transmission network congestions; iv)
overriding constraints; and v) minimum stable load and ramp rée of
generating facilities issues.

Rules Change Committee

1 Conducted a Planning Workshop on 29 April 200%nd drafted its 2009
Work Plan as the output of the activity

1 Discussed proposals to amend the WESM Rules and Manuals during the
period Mayz July2009 as follows:

V amendments to the process of implementing new or modifying
existing software for the WESM.

V harmonization of the ERC Guidelines and WESM Manual on Net
Settlement Surplus.

V changes to the rules on information disclosure and transparency.

Technical Committee

1 finalized and submitted to the RCC its revised proposed amendments to
the WESM Rules to harmonize the definition of RE under EPIRA, EPIRA
IRR, RE Law, RERR, as well as the impact of RE in the reliability and
security of the trangmission system.
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1 submitted its comments on the revised Certificate of Compliance (COC)
Rules for consideration of the ERC

1 on-going review of the WESM Manual for the Management of Mu&un
Units (MRU) patrticularly on the criteria for nominating MRU.

PEMAudit Committee

The PAC is tasked to conduct annual audits of the market operator, settlement
systems, and any other procedures relevant to the spot market has commenced
the first comprehensive audit in August 2009, under the supervision of the DOE.
The Independent Operational Audit of the Systems and Procedures on Market
Operations aims to review and assess the processes of the market management
systems, market models, software, billing and settlement system, emanating
from the submission of generation ders/bids up to the dispatching, and
publication of market information under the WESM Rules for the period June
2007 z July 20089.

In line with the government policy to ensure efficient and transparent conduct of
the audit process, the DOE created the WESMidit Technical Working Group
(TWG) on 01 June 2009 to support the PAC in the hiring of the External Auditor
and implementation of the audit. The TWG chaired by the DOE is composed of
the representatives from the DOE and the Philippine Electricity Market
Corporation (PEMC).

In May 2009, the PAC commenced the selection process for the hiring of the
external auditor. The transparency of the competitive bidding was ensured
through the rules and instruction to bidders set out in the Request for Proposal
(RFP), including the participation of the various government and other agencies
throughout the selection process. The qualiicost based selection process
involved the publication of Expressions of Interest (EOI), shotlisting of received
EOI, release of Ragests for Proposals (RFP) to shortlisted firms, technical and
preliminary bidding conferences, technical and financial evaluation.

Following the selection and evaluation processes, Deloitte Australia was selected
to undertake the audit. Deloitte Australa is a member of Deloitte Touche
Tohmatsu, servicing clients in the areas of audit, assurance and advisory,
taxation, corporate finance and consulting. Deloitte will be working with its local
partner Deloitte Philippines-Manabat Delgado Amper and Co., andtelligent
Energy Systems Pty Ltd (IES), an Australian company that provides advisory
services and software solutions to organization in energy markets. The audit
commenced in August 2009 and is expected to be completed by December 2009.

N s A 2 o - N A L o~

5. Electric CoopeOAOEOAB8 O O0OAOOEAEDPAOEIT ET OEA

To date, there are 10 ECs who are direct WESM members, 7 indirect members,
while 7 are intending to be members. Among the 43 ECs in Luzon, 19 are non
WESM members.

26 3

7 \



15h Status Report on EPIRA Implementation

A Memorandum of Agreement (MOA) was entered into by andetween PEMC
and the National Electrification Administration (NEA) with the primary objective

of promoting the empowerment of the electric cooperatives under the
jurisdiction of NEA to manage efficiently their electricity supply requirements in
a deregulded and competitive power industry through marketbased initiatives.

These initiatives are aimed at the leastost procurement of generation,
reduction of EC dependence on the Default Wholesale Supply program and
promote pro-active load management duringsupply scarcity. The MOA covers
the following principal areas of cooperation:

a. Capacity Building for ECs. This involves providing training and education
to the ECs to enhance their competence with the objective of preparing
them for the eventual termination of the Default Wholesale Supply
program, and for participation in the WESM either as direct or indirect
member.

b. Promoting WESM and VSAA Participant Registration. This involves
providing assistance to ECs in applying for registration to participate in
the WESM, either as Direct or Indirect WESM Members, or in the VSAA.
Assistance includes providing orientation to the ECs and their respective
officers and constituents as maybe appropriate on the requirements for
WESM or VSAA registration, as well as asssice in completing and
complying with registration requirements.

c. Provision of Participant Prudential Guarantee for WESM and VSAA
OAOOEAEDPAOCEITS8 )1 1TETA xEOE OEA 7 %3-
settlement of WESM transactions, this involves providing assance to
enable ECs participating in the WESM or in the VSAA to comply with
prudential requirements and the prompt settlement policy.

Meanwhile the PEMC and the Local Government Unit Guarantee Corporation
(LGUGC) are in discussion for the provision by ¢ LGUGC of guarantee
arrangements to support the prudential requirements of ECs in the WESM. The
LGUGC is a private financial credit guarantee institution with primary goal to
make private financial resources available to creditworthy local government
unitd j, ' 50Qq OEOTI OCE EOO AOAAEO COAOAT OA,
facilitates the entry of LGUs with infrastructure development projects in the
capital market. LGUGC extended its guarantee services to water districts, electric
cooperatives, state univerdies and colleges, and renewable energy technology
projects. Draft guidelines with regards to the PEMC and LGUGC agreements have
already been formulated and are currently undergoing review by both parties.

B. Open Access and Retail Competition

The fulfillment of the fourth EPIRA imposed precondition to open access and retail
competition has been realized after DMCI Holdings, Inc. won the sale of the Calaca
Coal Fired Thermal Power Plant. It was a remarkable accomplishment for the
government after the first buyer of the said plant the Emerald Energy Corporation,
terminated its contract for its purchase. To date, the privatization of the NPC
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generating assets reached to a level of 82.77 of the aggregate capacity in Luzon and
Visayas as of October 2009 afteBPC Power Corporation acquired the 5MW Naga
Land-Based Gas Turbine (LBGT) Power Plant in a negotiated sale with PSALM. Of
that figure, 56.54 percent has been fully paid and turned over to the new owners.

Meanwhile, the last requirement that the goverment should get done is the
privatization of 70 percent of the outputs of NPGPPs. On 28 August 2009, the
government successfully bidded out the 1,700 MW NPIBP contracts for Sual and
Pagbilao Coal Fired Power Plants. This put the level of accomplishirtis
requirement to 34.7 percent.

The ERC also reported that they have been preparing the guidelines in preparation
for open access. The drafting of the Dispute Resolution Procedures for Retall
Competition is ongoing. The set of rules provides the prompesolution of disputes
concerning transaction in the competitive retail market and ensures an opportunity
for unprejudiced dispute resolution. The ERC is likewise in the process of drafting
the Rules on Retail Aggregation in preparation for retail aggregian, which will take
place two (2) years after the initial implementation of retail competition.

With respect to the petition on the interim open access filed by the Philippine
Independent Power Producers Association (PIPPA) before the ERC, the ERC has
issued a Decision on September 14, 2009 after considering the Motion for
Reconsideration filed by MERALCONn December 19, 200%raying to clarify several
issues considered in the original ERC decision as follows:

(a) Eligible DUs be allowed to adjust the Tragition Supply Contracts (TSC)
contracted volumes for the movement of customers into and out of the
Power Supply Option Program (PSOP) to ensure that it would have no
detrimental effect on the customers of the Distribution Utilties (DUs) not
participating in the program;

(b) In the absence of the express prohibition thereto, the participation of the
$560 , 1 AAl 2AO0AEI A1l AAOOEAEOU 30bDPI EAC
for PSOP should be allowed; and

(c) The treatment of the distribution losses should be clafied.

According to the discussions, the supply scheme proposed by MERALCO permits the
automatic modification of the TSCs, either by way of increase or decrease in
contracted volume whichever the circumstance requires without the consequent
payment of peralty or buy-out fee on the part of the DU in situations where its
customers avail the PSOP. All TSCs between the NPC and DUs contain aoluy
provision, wherein the DU is subjected to a buput or pre-termination fee should it
reduce its contracted volumeor pre-terminate the TSC. The TSC only allows for the
non-payment of the buyout fee for reductions attributable to the open access and
OAOAEI Al i pPpAOEOGEITS8 /1 OEA 1T OEAO EAT AR - %
TSCs of other DUs, such that reductiotue to disconnection or termination of the
electric service of a commercial/industrial customer of MERALCO due to business

B
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closure. Although TSC contracted capacities may be adjusted upon agreement
between the contracting parties.

With regards to the paticipation of the Local RES as Eligible Supplier, the ERC sees
no reason to allow the Local RES to operate under the PSOP inasmuch as all
customers of the DUs within their franchise areas remain captive customers and the
rates to be implemented still to beapproved and regulated by the Commission.

In its decision, the ERC granted the clarifications sought by MERALCO on the
accounting and treatment of distribution system losses for participants of the PSOP.
The considerations sought relating to the automaticadjustment of the TSC
contracted quantities and inclusion of the Local Retail Electricity Suppliers (RES) in
the PSOP were denied for lack of merit.

The PSOP shall commence ninety (90) days after completion of either (a) Transfer of
the operation of the Calaca NPC Generation Assets to the private generation
company concerned or its equivalehin terms of capacity; or (b) te privatization of

at least 70 percent of the total capacity of generating assets of NPC in Luzon and
Visayas.

C. Market Power Moni toring

Monitoring of market power in the electric power industry is pursuant primarily to
Section 45 (a) of the EPIRA which provides that no company or related group can
own, operate or control not more than 30percent of the installed generating
capacityof a grid and/or 25 percent of the national installed generating capacity.

On 14 December 2005, the ERC issued Resolution No. 26, series of 2005, adopting
the Guidelines for the Determination of Installed Generating Capacity in a Grid and
the National Installed Generating Capacity and Enforcement of the Limits on
Concentration of Ownership, Operation or Control of Installed Generating Capacity
under the EPIRA. As provided under Section 3 of the said guidelines, the ERC shall
adjust the installed generaing capacity per grid, the national installed generating
capacity, and the market share limitations every 15th day of March of the succeeding
year and/or as often as may be necessary based on the maximum capacity of the
power plants as submitted by the gearation companies and other entities that are
required by the ERC to submit reports.

The latest adjustment is based on ERC Resolution No. 4, Series of 2009 which will be
enforced until March 2010 which provides for capacity limitations as indicated in
Table 30.

Based on ownership, First Gen Corporation has significantly expanded its market
share in Luzon and Visayas 19.4 percent and 57.8, respectively, with its purchase of
OEA Ci1 OAOT 1 AT 6060 | AgadiclargiA th\Esdyad. Fnis is Af@OA OO
the company purchased the Philippine National Oil Comparignergy Development
Corporation (PNOGEDC) which owns the 610 MW Tongonan Il & Il and the 49MW
Northern Negros Geothermal Power Plants in Leyte and Negrosspectively and on

28 August 2009, they also won the 112 MW Palinpinon and 80 MW Tongonan
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NPC still operating the abovementioned plants and NPEPs are still under PSALM
will remain as the dominant player in power generation with a total of 42 percent
share in the Visayas or 32.77 percent of the national installed generating capacity.

0#60 OEAOA EI
4.2 percentin Luzon, 20.41percent
in the Visayas, while still at the old
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Table 30 - Capacity Limitations, March 2009

. : ) . March 2010
level in Mindanao since, the grid is aleq  MarketShare [~
Stl_” . e_Xempted_ from the Grid Generating Llargltaetlrogz Generating
privatization requirements of the Capacity 9p136 Capacity Limit
EPIRA except for the Agus Il hydro (kw) (in percent) (kw)
power complex. Generally, NPC is Luzon 10,664,228.00 30 3,199,268.40
now down from the national share [Visayas | 1645,315.40 30 493,594 .62
of 31 percent prior to privatization g oo 1,729,576.00 30 518,872.80
to only 10.96 percent after the _
latest sale of Panay DPP | & Il and National | 14,039,119.40 25 3,509,779.85

the Bohol DPP and Palinpinon and
Tongonan, all in the Visayas.

Summarizedon Table 31is the share of major generating companies in the country
based on the DOE data of existing power plants:

Table31 z Market Share by Ownershi

LUZON VISAYAS MINDANAO PHILIPPINES
Owner Percent Percent Percent Percent
MW Share MW Share MW Share MW Share

PSALM 3,653.68 30.7 772.28 42.1 712.48 36.8 5,138.44 32.8
First Gen/Gas 2,316.38 19.4 373.85 20.4 1.60 - 2,961.83 17.2
Aboitiz Group 2,090.49 17.5 119.7 6.5 72.39 3.7 2,282.58 14.6
NPC 506.00 4.2 96.00 52| 1,116.80 57.8 1,718.80 11.0
San Miguel 1,914.00 16.1 1,914.00 12.2
DMCI 600.00 5.0 600.00 3.8
AES 600.00 5.0 600.00 3.8
SPC 209.11 11.7 209.11 1.3
ATLAS 134.60 7.3 134.60 0.9
PPC Global 112.48 6.1 112.48 0.7
Northwind 33.00 0.3 33.00 0.2
Minergy 19.90 1.0 19.90 0.1
Others 202.97 1.7 14.01 0.8 10.25 0.5 227.23 3.0
TOTAL 11,916.52 | 100.00 | 1,832.03 100.0 | 1,933.42 100.0 | 15,681.97 100.0

Note: Details may not add up to totals due to roundodf.

With regard to other private IPPs, the Aboitiz Grop has increased considerably its
share to 17.5 percent in Luzon after its purchased of major hydro and geothermal
power plants namely Magat Hydro Power Plant, AmbuklaBinga Hydroelectric
Complex and TiwiMakban Geothermal Power Plants.

The DOE noted hie need to harmonize concepts and definitions in the computation
of markets shares in view of the ERC guidelines and market share limitations. A
comparison of the DOE and ERC data with regards to the installed generating
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capacity of the power plants were made but was limited only to those plants that are
listed in ERC Resolution No. 4, Series of 2009. A difference of 1,154.6 MW was noted.

In order to come up with consistent figures based on a widely and generally
accepted definition, the DOE initiated algvey on all power generators. The said

survey required the plant owners to provide basic plant information particularly on

installed generating capacity, dependable capacity, and available capacity and rated
capacity. The figures were required to be proded with details such as seasonal

plant condition specifically for wet and dry season including averages for a year. The

DOE is currently waiting for the submission of other power generators for the
completion of the data and once completed, the DOE wilbgt the survey result at

OEA $/ % xAAOEOA &£ O POAI EA Ai100i POEI T8 4E
pi 1l EAU ET OEA AAOAOIETAOEIT 1T &£ OEA bpixAO
abovementioned Section 45 (a) of the EPIRA.

V. ENERGY SUPPLY SECURIAKND RELIABILITY

4EEO OAAOEIT DOAOAT 6O OEA Al O OOudbfistHalf x AO OC
of 2009 and the status of power generation, transmission and distribution projects as of
the period under review.

A. Electricity Generation

Electricity generation for the first semester of 2009 was 0.4percent or 113 GWh
lower than it was in the same period of 2008. Natural gasred power plants
continued to dominate in electricity generation, accounting for 34 percent of the
AT 01 00U O geddraiichl Hovpeet, With the Malampaya Gas restriction last
16 February to 12 March 2009 for llijan, and 15 April 2009 for San Lorenzo and Sta
Rita, generation from naturalgas decreased by 657 GWh or 6dercent compared to
the same period last year.

Coalfired power plants remained the second largest contributor in the power
generation mix at 28.4 percent, equivalent to 8,54 GWh. This was higher by 11.2
percent or 857 GWh from 7,689 GWh of 2008.

Geothermalbased generation was down by 2.0 percenfrom 5,383 GWh in 2008 to
5,274 GWh in 2009 due to outages of some units of Leyte A geothermal power plant
in the Visayas grid. Likewise, gross generation from hydroelectric power plants was
lower by 8.3 percent or 386 GWh.

Reduced generation from gethermal and hydro electric power plants was
augmented by the high utilization of oibased power plants, resulting in the
increased generation from oitbased power plants by 8.3 percent or 193 GWh.

Generation fromnew RE contributed a meager 0.percent o 22 GWh of the total
generation mix.
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Table32z Comparative Generation by Energy Resource (January to June)

2009 2008 Difference
Plant Type
GWh % Share GWh % Share GWh %
Coal 8,547 28.43 7,689 25.48 857 11.15
Oil-based 2,516 8.37 2,322 7.70 193 8.33
Natural Gas 9,438 31.39 10,095 33.45 (657) (6.51)
Geothermal 5,274 17.54 5,383 17.84 (109) (2.03)
Hydro 4,268 14.20 4,654 15.42 (386) (8.29)
New RE 22 0.07 33 0.11 (11) (33.55)
Total 30,064 30,177 (0.37)

Note:2009 Preliminary data Jarlun
New RE includes Wind, Solar and Biomass

4EA AT OT -Su@idieddd levelXdr e first semester of 2009 was 63.2 percent
lower by 5.4 percent from 66.8 percent in 2008 due to decreased production from
llijan, Sta Rita and San Lorenzo gdsed power plants.

The share of NPC to the tel generation decreased by 10.4percent as the
privatization of NPGowned plants progresses. This development in turn increased
the contribution of non-NPC plants by 4.4 percenfrom 9,539 GWh in first semester
of 2008 to 9,964 GWh in the same period of 2009. Gross generation from NIP®
and NPCSPUG also went up by 0.98 percent and 6.67 percent, respectively.

Table33 7z Comparative Generation by Ownerigph (January to June)

OWNER TYPE 2009 2008 Difference
GWh % Share GWh % Share GWh % Share
NPC 5,910 19.66 6,598 21.86 (688) (10.42)
NPGSPUG 234 0.78 219 0.73 15 6.67
NPGIPP 13,957 46.42 13,821 45.80 136 0.98
Non-NPC 9,964 33.14 9,539 31.61 424 4.45
Total Philippines 30,064 30,177 (113)

Electric power generation from NPG@PP contributed the largest share at 46.4
percent or 13,957 GWh. This was followed by neNPC at 33.1 percent or 964
GWh. NPC accounted for 19.@ercent or 5,910 GW of the total generation. The
share of NPESPUG to total generation remained unchanged at less than one percent.

B. Transmission Projects

In the transmission sector in Luzonthe Luzon Transmission Line Upgrading (San
ManuelConcepcionrMexico T/L and S/S) aims to maintain the provision for N1 on
the San ManuelConcepcionMexico transmission corridor to allow unconstrained
dispatch of the power plants in Northern Luzon. The tripping of the Pantabangan
Cabanatuan 230 kV line is the critical event that wdd lead to the oveloading of the
existing lines. Without this project, the situation may be remedied by reducing the
generation dispatch in north Luzon by as much 19% to 33% of the total generation
capacity, for the period 2005 to 2010. North Luzon Upgradg Project 1 T/L (San
ManuelConcepcionMexico T/L) Line 2 was energized on April 15, 2009 while Line
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San ManuelConcepciorMexico 1 was on June 19, 2009North
— Luzon Upgrading Project 1 S/S (San
! /-V / Old San Manuel | 1anuekConcepcionMexico)  new
410 mn? i
/: 7 o5 MM 100 MVA PT(T1) was energized

April 15, 2009 while the relocated

1
c _
oncepcion T—T— PT (T2) was energized on May 9,

: : —— Pantabangan
410 mr? / 20009.
1 1
1 1
Mexico === @ In the Visayas, civil works and
N supply/delivery of materials are
oo XSO MW on-going with regard to the
e Northern Panay Backbone Project.
Figure 4i North Luzon Upgrading Project 1 T/L This prOjeCt is part of the Panay

Power Transmission Backbone
Project which is divided into northern and southern Panay. The Northern Panay
Transmission Project involves the installation/construction of a total of 107
kilometers of 138 kV and 69 kV overhead transmission line utilizing steel tower
structures and aims to: (1) accommodate lod growth and address the low voltage
problem; (2) improve the sytem reliability and operational flexibility; and (3) extend
service to previously unelectrified areas.

In the Mindanao Grid, of the three
transmission projects that composes the
Mindanao 230 kV Backbone Transmission,
the Maramag (Pulangui)z Bunawan 230 kV
T/IL is approximately 80.0 percent
completed. The Mindanao 230 kV Backbone
Transmission is aimed to strengthen the
existing transmission system, thereby
Figure 5- NorthernPanay ensuring the stability, reliability and
Backbone Project efficiency transmission of power in the

entire Mindanao Grid. The proposed
transmission network, which will be initially energized at 138 kV level, will also
enhance the transmission integrity even at the weakest node of the system,
especially during contingency condition. Project components Bunawan S/S
Expansion and the Tagoloan S/S Expansion were energized September 13, 2009 and
october 25, 2009 respectively.

Mindanao 230 kV Backbone Transmission Proje

C. ERGApproved Capital
Expenditure Projects z Within
The Period Under Review

A total of PHP729.8 Million pesos
Capital Expenditures (CAPEX) projects
applied by the DUs were approved by
the ERC for the period May October
2009. These projects are for system
development, i.e, to address loadgcan /!

COTOBATO
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growth; compliance to the requirements of the Philipine Grid Code and Philippine
Distribution Code; distribution load improvement of various sections of distribution
system; operation and maintenance enhancement; and emergency CAPEX due to
road widening. Annex 9 shows the project descriptions and rationa¢ of each
project.

VI. TOTAL ELECTRIFICATION

4EA O1 OA1 Al AAOOEZEAAOQEITT DHOI COAI EO TTA
efforts to alleviate poverty and rural development. Towards this end, the DOE launched
a massive and focused action to incresa and accelerate access to electricity services by
OEA AT O1 6ous 0O O1 AT AOCEUAA AT il Ol EOEAOS

In order to fast track the electrification efforts, the DOE continuously developed
innovative and sustained policies and strategies that encourage greater privatecor
participation consistent with the power sector reforms embodied in the EPIRA, which
led to the development of the Expanded Rural Electrification Program (ER Program)
was established. The ER Program serves as the centrepiece program towards
attainment of 100 percent barangays electrification by 2009 and 9(ercent household
electrification by 2017.

A. Accomplishments as of 30 September 2009

From 01 April 2009 to 30 September 2009, the ER Program pursued the
electrification of 284 barangays. This makeshe electrification level at98.5 percent
and 41,352 electrified barangays all over the country (Table 31). Ths
accomplishmentwas spearheaded by the DOE, along with its attached agencies, and
together with the private sector notably the IPPs, as partfaheir Corporate Social
Responsibility Program, reducing the number of unenergized barangays t628
nationwide.

B. Implementation Strategies

Electrification Program today faces various and bigger challenges than years before.
A large portion of the remainng unenergized barangays are mostly remote and
disperse and more difficult to electrify, requiring extensive resources, time and
efforts. As such, the ER Program integrates the rural and missionary electrification
efforts of the government in collaboraton with the private sector, nonrgovernment
organizations, and several donoiffunded projects with the view to attaining the
goals of the ER Program.

1. Public Sector Contribution

As part of its mandate, the Government continues to be the major contributan
delivering access to electricity services.

a. DOE Programs and Projects

/e
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Currently, the DOE has several programs to extend access to electricity
services. Two of these are through localjunded projects, namely: the
Barangay Electrification Program (BP), which provides costof-capital
subsidies of renewable energy systems like Solar Photovoltaic (PV)
Battery Charging Stations (BCS), individual Solar Home System, micro
hydro systems and wind turbine energy systems; and the Remote Area
Electrification Subsidy (RAES) Program, which focuses on implementing
reforms in the rural power sector as embodied under the EPIRA.

Table 34 - Barangay Electrification Status as of 3Dctober2009

Region Potential | Electrified || Unelectrified |Electrification
9 Barangays || Barangays || Barangays Level (%)

CAR 1,176 1,148 28 97.62
| 3,265 3,264 1 99.97
1] 2,311 2,264 47 97.97
1] 3,102 3,097 5 99.84
IV-A 4,011 3,954 57 98.58
IV-B 1,458 1,414 44 96.98
\Y 3,471 3,436 35 98.99
NCR 1,695 1,695 - 100.00
SUB-TOTAL
LUZON 20,489 20,272 217 98.94
VI 4,051 4,042 9 99.78
VII 3,003 3,003 - 100.00
VIl 4,390 4,285 105 97.61
SUBTOTAL
VISAYAS 11,444 11,330 114 99.00
IX 1,904 1,879 25 98.69
X 2,020 1,947 73 96.39
XI 1,160 1,157 3 99.74
XIl 1,194 1,171 23 98.07
ARMM 2,459 2,304 155 93.70
CARAGA 1,310 1,292 18 98.63
SUBTOTAL
MINDANAO 10,047 9,750 297 97.04
TOTAL
PHILIPPINES 41,980 41,352 628 98.50

The RAES Program involves the implementation of missionary
electrification using innovative service delvery mechanism that ensures
sustainability of the projects and greater ownership from the
beneficiaries. The RAES adopts the Sustainable Solar Market Packages
(SSMP) concept, which aims to facilitate the market development of solar
PV systems through the provisions of technical assistance, market
development support, and subsidies to qualified PV companies and
consumers.lt is expected that 276 barangays will be electrified under the
RAES Program by the end of the year with six (6) Electric Cooperatives,
one (1) NonGovernment Organizations and one (1) Government Agency
partnering with DOE for the RAES Projects. To operationalize the RAES
Program, DOE shall provide capital subsidy to the partner organizations
for the procurement of the systems while the irplementor shall conduct
the procurement of the Contractor which shall supply and install the
systems to the target unenergized barangays.
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2. Private Sector Participation

The success of the ER Program is being accomplished with support from the
private sector.

a. Independent Power Producers

KEPCO has committed to electrify 600 of OEA A AOAT CAdopba- OE OT OC
"AOAT CAuds ADPDOIT AAES df xhese pataingdy® £hall b6oE CE O
electrified under SSMP approach that involves the clustering of unviable
barangays and sitios in remote rural areas to develop commercially viable

package for marketing and consumer financing of solar home systems.

KEPCO provide grant financing for P¥lectrification of key public facilities

such as barangay halls, public schoglsaand streetlights in each cluster of
barangays. To date, KEPCO SSMP Contractors have electrified 127 barangays

with the electrification of 81 barangays to be completed by the end of the

year 2009.

b. Qualified Third Party (QTP) Program

The EPIRA openedopportunities for private sector participation and

investment in the rural electrification activities of Government. Specifically,

Section 59 of the EPIRA and Rule 14 of the EPlRR 2 OOAOAA OEAC
provision of electric service in remote and unviable NMages that the

franchised utility is unable to service for any reason shall be opened to other

NOATI EA£AEAA OEEOA DHPAOOEAOS8S 4EEO | AATO
holder deems the barangay/s unviable for it to serve (having negative impact

on its financial and economic viability), then an electric service provider

other than the adjacent distribution utility may be authorized to provide the

electricity services, subject to approval or authorization by the ERC.

In compliance with its mandate, the @E facilitated the following issuances:

1 Department Circular DC 200406-006 on 18 June 2004
O0OAOAOEAET ¢ OEA 10A1l EEAEAAOQEIT #O0OE(
is used as the basis for determining whether or not a certain
interested non-governmental organization, a local government
unit or a private firm, is qualified to participate in the missionary
electrification program of the Government.

i Department Circular 2005012-011 on 12 December 2005, the
O0OAOAOEAET ¢ OEA " OEAAI EPAidtheEl O OEF
001 OEOEIT 1T &£ %l AAOOEA 3AOOEAAO ET 2
Participation Guidelines). This issuance complemented the earlier
DOE Circular and set the guidelines to encourage investment by
QTPs in remote and unviable areas consistent witthe Missionary
Electrification Program of the Government as prescribed in the

Missionary Electrification Development Plan (MEDP).
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1 ERC Resolution No. 22 prescribed the rules and regulations to
govern the operation of the QTPs and availment of the LNIE.

The DOE and ERC, along with other concerned Government agencies, are
collaborating to facilitate the full development of the QTP Program.

c. 01T xAO37T OOAABO #iii Ol EOU %l AOCEUAO 01 AC

A hybrid QTP project was initiated in 2005 in RieTuba, Bataraza, Palawan
The project is a showcase of a publiprivate partnership consisting of DOE,
KEPCO, PALECO and PowerSource.PowerSource is a private firm engages in
small-scale energy generation with various attendant services to be offered
to community entrepreneurs swh as restaurant, movie showing,
entertainment and educational training. The project uses innovative design
of stand-alone electrification system by integrating basic elements of a
sustainable electrification solution: (i) provision of a viable, cost effetive
generation platform; (ii) provision of a local distribution system; (iii)
provision of a customer service facilities; and (iv) provision of a community
development platform ensuring, at a minimum, integrated skills training,
technology transfer and ivelihood training leading to community-based
enterprise creation.

ERC had issued its PA to Powersource on 31 March 2009 which embodied the
following conditions: (i) operate as a QTP in Brgy. Riotuba, Bataraza,
Palawan; (ii) implement the QTP Service Ctract it has entered into with
NPC with a full cost recovery rate (FCRR) #hP20.66/kWh and a Socially
Acceptable Retail Rate (SARR) of PhP8.50/kWh, which is the existing tariff
rate for PALECO consumers; and (iii) recover from the UQ@E the difference
between the FCRR and SARR. To date, a total of 1,132 households are being
served 20 hours/7 days a week by Powersource's mirgrid system.

The DOE is assisting PowerSource in securing from the ERC its QTP status.

3. Foreign-Assisted Projects

Various donorfunded projects through grants/loans also contributed in the
achievement of the total electrification target of the country. These grants are
aimed at increasing access to electricity, better delivery of electricity services,
capacity building for the enegy sector, and, increase participation of private
sector in the rural electrification efforts.

a. Rural Power Project

World Bank has approved in 15 October 2009, the extension of the Project for
another two years from the original completion date of 31 Dezmber 2009 to

31 December 2011. The Project extension also provided additional financing
of US $40 Million to the Development Bank of the Philippines (DBP) for its
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relending activities to DUs for system rehabilitation, acquisition of sub
transmission asses, construction of minthydro systems, etc.

RPP Progress continued to show growth of PV systems marketed by
Participating Companies (PCs). The cumulative number of households (HH)
electrified through solar during the end of 3 quarter 2009 increased fran
5,117 HH to 5612 HH, while the QTP project in Rio Tuba had provided 1318
new HH connections, bringing the total to 6,930 HH. The cumulative number
of PV systems installed in public facilities remained 396 during the quarter,
thus bringing the total number of new connections to 7,326 compared to
project target 10,000.

RPP also supported various activities for the electrification of barangays
using solar PV systems under KEPCO and ECs commitment. R&#orted
activities included granting of incentives fo market development to the
Contractors to increase household connections, capacity building for the local
technicians in the target barangays.

b. Solar Home System (SHS) Distribution Project

The PNOC implements the SHS Distribution Project with fund supp from

the Dutch Government. The Project seeks to install 15,000 SHS in selected
regions in the country to induce countryside development. The Dutch
Government provides 60 percent grant to the total system cost and the
remaining 40 percent is being showdered by the endusers.

c. Solar Power Technology Supports Project (SPOTS)

The Department of Agrarian Reform (DAR) undertakes the SPOTS which
aimed to address poverty in the unenergized and offrid agrarian reform
communities (ARCs) through the introducion of appropriate solar PV
applications for agricultural and rural enterprise. One of the project
components was the solar electrification which involves provision of variety
of solar packages (ie., home lighting, alternating current power supply
systems for various agribusiness uses, level Il potable water pumping and
lighting of public facilities such as barangay halls, school buildings, health
centers, and, streets).

d. Alliance for Mindanao Offgrid Rural Electrification (AMORE) Project

The AMORE Ruject is a joint undertaking of United States Agency for
International Development (USAID), Mirant Philippines, Autonomous Region
of Muslim Mindanao (ARMM), Winrock International and DOE. It envisions to
establish sustainable renewable energy systems in meote and conflict
affected offgrid communities in Mindanao Regions.
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For the DOE 30 project it has implemented under the SSMP approach, only 27
barangays were energized as the electrification of the 3 remaining barangays
apparently have security problems. AMORE Il Project has technically been
closed out last September 2009 and efforts are being undertaken to transfer
the obligation of electrifying the 3 barangays, all situated in Maguindanao, to
MAGELCO.

e. Philippine Rural Electrification Service (PRES) Brect

For the report period, there are 18 remaining barangays as well as 11
replacement areas being installed with minigrid systems under the PRES

Project. It is expected that the said Project will be completed by the end of

the year 2009. To support EA #1171 O1T OOEOIi 60 O1 AAOOA
electrification of the residual barangays, the EPSC Contract was extended as

well as the request for the extension of loan availment was endorsed by

NEDA to DOF.

Meanwhile, NPCSPUG has prepared timeline and proposedrganizational
structure, for NP Board approval, in preparation as Interim QTP for the
Project.

. Plans and Programs

. The Department has programmed the electrification of the remaining 902
unenergized barangays through CY 2009 thereby achieving the nataintarget of
100 percent barangay electrification.

. The DOE aims to energize 404 barangays until CY 2009 through various funding

sources, i.e., ER-24, BEP and RAES, in collaboration with government and

private agencies. The said target also includes 2lbarangays to be funded

OEOT OCE 3# oy OTAAO 0'-180 O0OEI OEOU ! OAAC

. NEA will also energize 182 barangays for the same period under its Subsidy
Program in partnership with the local government units and electric
cooperatives nationwide, while NPESPUG will energize 17 barangays through
the PRES project.

. In collaboration with the private sector, the Program will also be able to energize
255 barangays within the said period.

. The remaining 44 unenergized barangays will be accomplished through the
efforts of the stakeholders both from government and private sector.

. Furthermore, areas with implementation issues, especially those identified with
security problems, will be coordinated with the Office of the Presidential Adviser
for Peace Process (OPAPRYr possible assistance to address the said issues
appropriately.
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ANNEXES

Annex 1 z Summary of ERC Cases on Sultransmission Assets

ERC
DECISION/CASE
NUMBER

DATE OF
FILING/DATE OF
DECISION

NATURE OF PETITION

GROUNDS FOR FILING

ERC Case No. 2008
033 MC

February 8, 2008/
November 11,
2009

In the Matter of the Petition for Dispute
Resolution on the Classification of an Asse€
of the National Transmission Corporation
(TRANSCO), VECO, applicant

9 Due for its subtransmission line upgraing, VECO sought the re
classification of Quiot, Pardo Substation in Cebu City fror
transmission asset to subtransmission asset pursuant to thi
Implementing Rules and Regulations (IRR) OF Republic Act N
wpoeh T OEAOXxEOA ETIT x1 ArpRefEnMct(
i £ cnmpd j %0) 2! q A OEGRAA E# RO
40AT OEAO T &£ 42! .3#/ 60 30AO0O0AI
I £ #1171 Ota@®d Gdbbed 85, 2003 (Guidelines) as amende|
by Resolution No. 03, Series of 2005.

ERC Cse No. 2008
088 MC

October 9, 2008/
October 22, 2009

In the Matter of the Petition for Approval of
the Reclassification of the TRANSCO Su
transmission Lines to Transmission Lines
Serving Northern Samar via Paranas
Western Samar or in the Alternative to
Transfer the 69 KV Line Serving
NORSAMELCO to the 138 KV TRANS
Transmission Lines near Calbayog City
NORSAMELCO, petitioner versus TRANS(
& NGCP, respondents

9 Power rate increases on the rates of its consumers to caug
transmission charges imposed by TRRSCO

1 Incapability to buy subtransmission assets of TRANSCO due to t|
selling price of almost PHP300,000,000.00.

9 No financial capability to source the huge expenses and woul
rather choose to have the subtransmission asset in order to solv
the perennial outages, power interruptions and constant low
voltage delivery.

ERC Case No. 2008
101 MC

November 18,
2008/
October 12, 2009

Dispute Resolution on the Purchase o
TRANSCO Subransmission Lines,
CAMELCO versus TRANSCO & MORESC(

9 Complaint filed by Canguin Electric Cooperative, Incorporated
(CAMELCO) against National Transmission Corporatio
(TRANSCO) and Misamis Oriental Il Electric Service Cooperatiy
Incorporated (MORESCO Il)praying that no movement or
connection should be entertained or allowech ithe disputed 56
kilometer 69 kV line of TRANSCO pending the final resolution of
instant dispute and the approval of sale and transfer of said asset.
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Annex 2 z Status of STA Sales

A
(A) Sold (B) Likely to be Sold (C) Balance (D) Tobe Sold (E)=(C+D) Overall Total (B + E)
No. Of Line Amount | No. of Line Amount | No. of Line Amount | No. of Line Amount | No. of Line Amount
Region Sale Length [MVA | (PhP Sale Length |MVA (PhP Sale Length MVA (PhP Sale Length MVA (PhP Sale Length | MVA (PhP

Packages| (CkM) Million) |Package| (CkM) Million) [Package| (CkM) Million) [Package| (CkM) Million) |Package | (CkM) Million)
tll?;Lhn 17 696.46 | 110 | 885.46 8 264.29 202.44 18 754.47 258.5 931.79 26 1,018.76| 258.5 1,134.23 43 1,715.22| 369 2,00
ﬁ?;ct): 8 305.26 | 5 312.56 2 154.28 291.99 5 208.47 | 682.25 | 146.36 7 362.75 | 682.25 | 438.35 15 668.01 | 687 751
Visayas 17 499.16 | 210 | 808.58 6 296.84 | 190 352.1 7 611.48 107.7 950.02 13 908.32 297.7 | 1,302.12 30 1,407.48| 508 2,111
Mindanao| 16 | 1018.78 1068.69| 8 539.25 616.58 19 77435 | 522 | 1,047.20| 27 | 1,313.60| 522 | 1,663.78| 43 | 2,332.38| 52 2,732
TOTAL 58 2,519.66( 325 |3,075.29| 24 1,254.66( 190 | 1,436.36| 49 2,411.77| 1100.65| 3,075.37| 73 3,666.43| 1,290.65| 4,538.48| 131 6,186.09| 1,616 | 7,614

¢
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Annex 3 7 ERC Approved Rates Schedule for MERALCO

[ Units |ERC Approved |Revised |Incr./(Dec.)
DISTRIBUTION
Residential & General Service A
Up to 200 kwWh P/kwWh 0.7784 0.6917 (0.0867)
201-300 kWh P/kWh 1.1522 0.9953 (0.1569)
301-400 kWh P/kwh 1.5046 1.2816 (0.2230)
401 kWh & Over P/kwh 2.1186 1.7803 (0.3383)
General Service B (Small NIS/IS)
P/kW 140.83 200.60 59.77
P/kwh 0.0210 0.0210 0
General Power
Secondary P/kW 140.83 200.60 59.77
Below 13.2 kV P/kW 139.53 152.60 13.07
13.8/13.2 kV P/kW 139.53 152.60 13.07
34.5kV P/kW 139.53 152.60 13.07
115 kV & 69kV P/kW 135.82 122.76 (13.06)
Unit charge : General Power users
Normal consumption P/kWh 0.021C 0.0210 0
34.5 kV (with ODPS load) |P/kWh 0.4600 0.3860 (0.0780)
115 kV (with ODPS load)  |P/kWh 0.3800 0.3260 (0.0554)
GHMS P/kWh 0.7300 0.6860 (0.0419)
Flat streetlights P/kwh 2.710C 1.5360 (1.1740)
125W MV or 70W HPS Lamp
250W MV or 150W HPS Lamp
400W MV or 250W HPS Lamp
400W HPS Lamp
SUPPLY
Residential & General Service A
P/Cust./mo 15.8C 15.70 (0.1000)
P/kWh 0.4765 0.4720 (0.0045)
General Service B (Small P/Cust./mo 696.0C 700.00 4.00
NIS/IS)
General Power
Medium (Demand 46200  |P/Cust./mo 1,600.0C 70.00
kw) 1,530.0C
Large (demand 200750 kW) P/Cust/mo. 8,070.0C 8,140.0C 70.00
Very & extra large (demand | P/Cust./mo 13,375.00 13,500.0C 125.00
>= 750 kW)
GHMS P/Cust./mo 279.50 276.80 (2.70)
Flat streetlights P/kWh 0.5812 0.5745 (0.01)
125W MV or 70W HPS Lamp
250W MV or 150W HPS Lamp
400W MV or 250W HPS Lamp
400W HPS Lamp
METERING
Residential & General P/Cust./mo 5.3600 5.3000 (00600)
Service A P/kWh 0.3402 0.3380 (0.0022)
General Service B (Small P/Cust./mo
NIS/IS) ( 359.00 360.00 1.00
General Power
|(\I\I/Iv()edlum (Demand 46200  |P/Cust./mo 823.00 844.20 21.20
Large (demand 200750 kW) P/Cust./mo 3,470.60 3,500.00 29.40
Very & extra large (demand | P/Cust./mo
R o) ge ( 11,941.50 12,000.00 58.50
GHMS P/Cust./mo 263.75 261.20 (2.55)
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Annex 4 z ERC Approved Rates Schedule for Illigan Light and Power, Inc.



