





ERC CASE Ns. 2019-048 RC .
NOTICE OF PUBLIC HEARING/04 SEPTEMBER 2019
PAGE 8 OF 14

27. For purposes of this filing, the PP includes cash inflows arising
from the IPPAA, namely, monthly payments and generation
payments/energy fee of Unified Leyte Strips, Pagbilao and Sual
IPP Administrators.

28. For CY 2018, PP amounted to a total of PhP23.571 Billion, with
details as follows:

Privatization Proceeds Unified Leyte Pagbilao Sual

Total (in PhP)

(in PhP) (in PhP) | (in PhP)
- 7,142,642,170.55 10,302,334,347-93
|
5,019,681,254.57 545,586,941.40 | 560,951,684.92

Monthly Payments

Generation
Payments/Energy Fee

TOTAL 5,019,681,254.57 | 7,688,229,111.95 | 10,863,286,032.85 |
Table 5. Privatization Proceeds

17,444,976,518.48
6,126,219,880.89

29. For Pagbilao and Sual, Monthly Payments from its IPPAs which
are Therma Luzon, Inc. and San Miguel Energy Corporation,
respectively, were lifted from the Schedule of IPPAA Monthly
Payment while Energy Fees are based on the Summary of IPPA
Billings—Energy Fees. For Unified Leyte, Generation Payments
from the four (4) remaining Strip Owners, namely, Aboitiz
Energy Solutions, Inc., Unified Leyte Geothermal Energy, Inc.,
Vivant Energy Corporation and Waterfront Mactan Casino
Hotel, Inc. were lifted from the Summary of IPPA Billings — UL
Strips Generation Payments.

30. Copy of the IPPAA Monthly Payments of Eligible Plants for SCC
calculation, which are net of value-added tax (hereinafter,
“VAT”), is attached hereto and made an integral part hereof as
Annex “J”, which is based on the IPPAA Monthly Payments of
Eligible Plants attached as Annex “K” and the VAT on
Privatization Proceeds attached as Annex “L”. Copies of the
Summary of IPPAA Billings—UL Strips Generation Payments,
Summary of IPPA Billings—Energy Fees and Adjustment on
Energy Fees billed by IPPAs are attached hereto and made
integral parts hereof as Annexes “M”, “N” and “O”,
respectively.

31. The PP is net of VAT, consistent with the Bureau of Internal
Revenue (BIR) Revenue Memorandum Circular No. 11-20121
which states, among others, that: “[c]Jonsidering that the sale of
electricity is now subject to VAT, the real properties sold by
PSALM are regarded as real properties used in the trade or
business. While it is clear under the Tax Code of 1997 that such
sale is not subject to income tax, there is no provision under the
same Code that exempts it from VAT nor subject it to VAT at
zero rate.”

32. Considering further that the IPPAAs between PSALM and the
IPP Administrators provide that, “[iJn the event that the
Monthly Payments are determined with finality to be subject to
value added tax, all applicable value added tax on such
payments shall be for the account of PSALM...”, for purposes of

uTax Consequences of Power Sector Assets and Liabilities Management Corporation (PSALM)
Transactions
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SCC calculations, the IPP Administrator Monthly Payments

received by PSALM were reduced by the VAT shouldered by
PSALM.

V.
NPC’s STRANDED CONTRACT COSTS

33. Based on the foregoing calculation, the SCC for CY 2018
amounts to PhP6.121 Billion, computed as the difference
between the GACC and the combined amounts derived from the
RSCE and PP, with details as follows:

Benguet o . > crhaile _—
2018 UC-SCC Mini-Hydros Unified Leyte Pagbilao Sual TOTAL

(in PhP) (in PhP) (in PhP) (in PhP) (in PhP)

GACC

15,304,258.73 | 12,915,549,499.75 12,174,037,945.78 | 12,662,632,731.90 | 37,767,524,436.16
Less: RSCE

7,183,020.83 8,067,970,447.49 0.00 | 0.00 8,075,153,468.32

i Less: PP

0.00 5,019,681,254.57

7,688,229,111.95

10,863,286,032.85 23,571,196,399.37

8,121,237.90 (172,102,202.31) 4.485,808,833.83 1,799,346,699.05 6,121,174,568.47

Table 6. Details of Stranded Contract Cost

34.Consistent with the Honorable Commission’s Decision in ERC
Case No. 2011-091 RC, wherein the Honorable Commission
used four (4) years’ forecast electricity sales based on the
Department of Energy's (hereinafter, “DOE”) Power
Development Plan (hereinafter, “PDP”) in determining the four
(4) year 2007-2010 UC-SCC rate, the UC-SCC rate for CY 2018
is derived by dividing the calculated CY 2018 SCC by the one (1)
year electricity sales for CY 2020 based on the DOE'’s Electricity

Sales Forecast (2019-2040). The calculated SCC rate is
PhP0.0620/kWh with details as follows:

UC-SCC For CY 2018  Emergy Sales

(in PhP) F (:g:\(;l(:;.l UC-SCC Rate (PhP/kWh)
6,121,174,568.47 98,753 0.0620
Table 7. UC-SCC for CY 2018

35. A copy of the Electricity Sales Forecast (2019-2040) as sourced
from the DOE is attached hereto and made an integral part
hereof as Annex “P”.

VI.
VARIANCE ANALYSIS REPORT FOR CYs 2007-2013

36. Article VIII of the Amended Rules for Recovery provides,
among others, that true-up adjustments shall be done on an
annual basis to be initiated by Petitioner through submission to
the Honorable Commission of a detailed VAR certified by an
Independent Third Party auditor. The VAR shall be the basis by
which the Honorable Commission will approve inclusion of any
under recovery in the current year’s level of UC-SCC or
mandate a reimbursement due to over recovery by way of
reduction in the current year’s level of UC-SCC.12

12§ection 1
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37. Under Section 2, Article VIII of the Amended Rules for
Recovery, the VAR to be submitted by the Petitioner to the
Honorable Commission for the UC-SCC recovery shall contain,
at the minimum, the following:

a. The variance analysis that would show a positive or
negative Quantity Variance (hereinafter, “QV”), which
refers to the difference between the energy sales used in
determining the ERC-approved level of NPC SCC in
PhP/kWh (billing determinant) and the actual energy
(kWh) sales to end-users; and

b. The over or under recovery for the stranded contract costs
which shall be calculated by multiplying the QV by the
PhP/kWh SCC approved by the ERC.

VI — A,
CYS 2011-2013 UC-SCC QV AND
UNDER/(OVER)RECOVERY FOR THE REMITTANCE
PERIOD 01 AUGUST 2017 - 31 MAY 2018

38. Based on the certification issued by the COA as embodied in its
Independent Auditor’s Report dated 17 July 2018, the ERC-
approved CYs 2011-2013 UC-SCC posted a quantity variance
(QV) of 30,718.65 GWh, which is equivalent to an under-
recovery amounting to PhP5,953,286,073.27 as of 31 December
2017.

39. For the period o1 January to 31 May 2018, the total UC
remittances made by the collecting entities to Petitioner
amounted to PhP6,135,783,220.41 with an equivalent energy
sales billed/remitted of 31,660.39 GWh, which was derived by
dividing the remittance amount of PhP6,135,783,220.41 by the
ERC-approved UC-SCC rate of PhP0.1938/kWh. Deducting
these actual sales of 31,660.39 GWh from the 30,718.65 GWh
mentioned above translates to negative 941.73 GWh.
Multiplying this QV by the PhP0.1938/kWh SCC rate approved
by the Honorable Commission translates to an over-recovery
for the CYs 2011-2013 UC-SCC amounting to
PhP182,497,147.14, as shown below:

AMOUNT RATE
(PhP) (PhP/kWh)

QUANTITY
PARTICULARS VARIANCE
(GWh)
Quantity Variance/Under or (Over) Recovery as of

31 December 2017 30,718.65 5,953,286,073.27 0.1938

— ! ——
Less: Energy Sales Billed/Remitted covering 01 ! - | o .
January to 31 May 2018 Remittance Period 31,660.39 | 6135783,220.41 0.1938

True-Up Adjustment /Under or (Over)

41.73 182,497,147.14) 0.1938
Recovery (941.73) (182,497,147.14) ).10:

Table 8. CYs 2011-2013 UC-SCC VAR

VI - B.
CYS 2007-2010 UC-SCC MOTION FOR
RECONSDERATION (MR) QV AND UNDER/(OVER)
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RECOVERY FOR THE REMITTANCE PERIOD 01 JUNE
2018 - 31 DECEMBER 2018

40. In the Honorable Commission’s Order dated 22 May 2018 in
ERC Case No. 2011-091 RC!3, Petitioner was authorized to
recover additional UC-SCC for CYs 2007-2010 amounting to
PhP8.547 Billion, at the rate of PhP0.1938/kWh for the Luzon,
Visayas and Mindanao Grids to be collected from the
consumers for an estimated six (6) months period starting May
2018 billing period (26 April - 25 May 2018). This has an
equivalent billing determinant of 44,103.35 GWh.

41. In accordance with the Amended Rules for Recovery, the posted
over-recovery for  CYs 2011-2013 amounting to
PhP182,497,147.14 was used to reduce the CYs 2007-2010 UC-
SCC MR from PhP8,547,230,000.00 to PhP8,364,732,852.86.

42. For the period 01 June to 31 December 2018, the total UC
remittances made by the collecting entities to Petitioner
amounted to PhP9,441,673,470.85 with an equivalent energy
sales billed/remitted of 48,718.65 GWh. Deducting these actual
sales from 43,161.62 GWh translated to a QV equivalent to
negative 5,557.03 GWh, and multiplying it by the
PhP0.1938/kWh SCC rate approved by the Honorable
Commission resulted to an over-recovery for the CYs 2007-
2010 UC-SCC MR amounting to PhP1,076,940,617.99, details
of which are shown below:

QUANTITY

AMOUNT RATE

PARTICULARS VARIANCE (PhP) (PhP/kWh)

(GWh)

| |
Billing Determinant and Approved Level of CYs 2007- | |
2010 SCC MR 44,103.35 ; 8,547,230,000.00 0.1938 |

Less: Over Recovery from CYs 2011-2013 UC-SCC [

Remittances 941.73 | 182,497,147.14 0.1938 |
SCC in the UC for CYs 2007-2010 MR 43,161.62 8,364,732,852.86 0.1938
| Less: Energy Sales Billed/Remitted covering 01 June 48,718.65 0,441,673,470.85 0.1938

to 31 December 2018 Remittance Period

Quantity Variance/Under or (Over) Recovery (5,557.03) (1,076,940,617.99) 0.1938
Table 9. CYs 2007-2010 UC-SCC MR VAR

43. A copy of the detailed VAR for the UC-SCC for CYs 2007-2013
covering the period 01 January to 31 December 2018, duly
certified by the COA, is attached hereto and made an integral
part hereof as Annex “Q”.

44. In compliance with Section 4(e) of Rule 3 of the EPIRA-IRR
and Rule 6 of the ERC Resolution No. 38-2006, a copy of the
instant Petition (including Annexes) was furnished the
Sangguniang Panlungsod of Quezon City. A copy of the
Certification of Posting/Affidavit of Service is attached hereto
and made an integral part hereof as Annex “R”. The Petition
(excluding Annexes) was also published in a newspaper of
general circulation. A copy of the Affidavit of Publication is

13 Petition for True-Up Adjustments for the NPC’s SCC Portion of the UC for CYs 2011 and 2012
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45.

46.

47.

48.

attached hereto and made an integral part hereof as Annex
“S”.

VII.
ALLEGATIONS IN SUPPORT OF
THE ISSUANCE OF PROVISIONAL AUTHORITY

The instant petition covers the UC-SCC for CY 2018. The
issuance of provisional authority for this petition would enable
PSALM to immediately recover SCC, and use the UC-SCC
proceeds to service maturing loans and IPP obligations of
eligible IPP contracts. Provisional approval of this SCC will also
reduce the refinancing requirements of PSALM to service these
maturing obligations, thus lessening additional borrowing
costs.

Pursuant to the Honorable Commission’s Rules of Practice and
Procedure, the Honorable Commission may exercise its
discretion by granting provisional authority (hereinafter, “PA”)
or interim relief prior to a final decision.

In support of the prayer for the issuance of Provisional
Authority, the Affidavit of Ms. Luisa A. Esteban, Manager of
Petitioner’s Universal Charge and Administration Department,
establishing certain facts and circumstances that would justify
the Honorable Commission’s exercise of discretion by granting
PA or interim relief prior to a final decision is attached hereto
and made an integral part hereof as Annex “T”.

It is understood that the interim relief sought by Petitioner in
the instant petition that may be granted by the Honorable
Commission shall be subject to adjustments and other
conditions that the Honorable Commission may impose after
hearing and final determination thereof.

PRAYER

WHEREFORE, premises considered, Petitioner

respectfully prays, after due notice and hearing that the:

1. Calculated NPC SCC Portion of the UC for CY 2018 in the
amount of PhP6,121,174,568.47, which is equivalent

toPhP0.0620/kWh covering a one-year recovery period, be
APPROVED;

2. Provisional Authority or interim relief allowing Petitioner to
charge and collect the computed NPC SCC Portion of the UC
for CY 2018 or such amount determined by the Honorable
Commission be GRANTED; and

3. True-Up Adjustments of the CYs 2011-2013 UC-SCC and
CYs 2007-2010 UC-SCC MR, which resulted to an over-
recovery in the amount of PhP1,076,940,617.99, as of 31
December 2018 be duly NOTED and deemed in FULL
COMPLIANCE with the Amended Rules for Recovery.
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Other reliefs just and equitable are likewise prayed for.

The Commission has set the Petition for determination of
compliance with the jurisdictional requirements, expository
presentation, Pre-trial Conference, and presentation of evidence on
the following dates and venues:

Date and Time Venue Particulars

15 October 2019 ERC Hearing Room, 15th Floor, | Jurisdictional

(Tu,esday) Pacific Center Building, San and Expository
at two o’clock in the Micuel Avenue. Pasig Cit P tati
| afternoon (02:00 P.M.) | & ue, rasig Lty resentation
23 October 2019 Energy Regulatory Commission-
(Wednesday) Visayas Area Operations Expository
at ten o’clock in the Division (ERC-VAOD), St. Presentation

morning (10:00 A.M.) Mary’s Drive, Banilad, Cebu City

Energy Regulatory Commission-

30 October 2019 Mindanao Area Operations
(Wednesday) Division (ERC-MAOD), Exposito
at ten o’clock in the Mezzanine Floor, Mintrade Pregentatirgn
morning (10:00 A.M.) Building, Monteverde Avenue
cor. Sales Street, Davao City
06 November 2019 ERC Hearing Room, 15th Floor, Pre-Trial
(Wednesday) i el Conference and
; : Pacific Center Building, San . ;
at ten o’clock in the Miguel Avenue. Pasie Cit Evidentiary
morning (10:00 A.M.) & ’ & Lty Hearing

All persons who have an interest in the subject matter of the
instant case may become a party by filing with the Commission a
verified Petition to Intervene at least five (5) days prior to the initial
hearing and subject to the requirements under Rule 9 of the 2006
ERC Rules of Practice and Procedure, indicating therein the docket
number and title of the case and stating the following:

1) The petitioner’s name and address;

2) The nature of the petitioner’s interest in the subject matter
of the proceeding and the way and manner in which such
interest is affected by the issues involved in the proceeding;
and
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3) A statement of the relief desired.

All other persons who may want their views known to the
Commission with respect to the subject matter of the case may file
their Opposition or Comment thereon at any stage of the proceeding
before Petitioner rests its case, subject to the requirements under
Rule 9 of the 2006 ERC Rules of Practice and Procedure. No
particular form of Opposition or Comment is required, but the
document, letter, or writing should contain the following;:

1) The name and address of such person;
2) A concise statement of the Opposition or Comment; and
3) The grounds relied upon.

All such persons who wish to have a copy of the Petition may
request from Petitioner that they be furnished with the same, prior to
the date of the initial hearing. Petitioner is hereby directed to furnish
all those making such request with copies of the Petition and its
attachments, subject to the reimbursement of reasonable
photocopying costs. Any such person may likewise examine the
Petition and other pertinent records filed with the Commission
during the standard office hours.

WITNESS, the Honorable Chairperson AGNES VST
DEVANADERA, and the Honorable Commissioners CATHERINE
P. MACEDA and PAUL CHRISTIAN M. CERVANTES, Energy
Regulatory Commission, this 4t day of September in Pasig City.

o

JOSEFINA PATRIC
Oversight Com

D.{—MAGPALE-ASIRIT
ssioner for Legal v
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