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IN TH  MATTER QF THE PETlTIN
i

iv:f 2
FR "HE RECOVERY OF NATIOWAL. TlIF:   

PaWER CORPQRATION'S
i

STRANIE    CONTRACT COSTS Cl1tdTROL N0.

PQRTlON OF THE UNIVERAL

CHARGE,   WITH PRAYE't FOI  A
PROVlSINAL AUTH4RITY

ERC CASE NO. 2071-091 RC

POWER SECTOR ASSTS ND

LIABIIITIES MANAGEMNT U o  T, 
CORPRATION (PSALlIA), t! 2 1 2 

Petitioner.
Date

xR------------------

NTICE OF PUBIIC HEARlNG

TO ALL lN7ERESTED PARTIS:

Notice is hereby given that an June 28,  2011, the Pawer Sectar Assets

and Liabilities Management Coorafion  {PSALM)  fiEed a petitiQn for the

recovery of the Ntional Power Carporation's  (NPC}  Stranded Contract Costs

SCC) of the Universal Charge (UC}, witl prayer for a pravisional authority.

In the said petition, PSAM alleged, among o#hers, the follcwing:

1.    In the rst year of implenentatian of the recovery of NPCs Stranded
Cvntract Costs (5CC) nd SD as components of tFe UC,  it shall file
with the Camrnission a pe#ition far the establishment of  nd
availment from the UC far NPC's SCC and SD recovery shre of the
UC on ar before March 15,  201   far amounts for the year ending

pecember 31, 2Q10 inclucling previaus standed cast for the period
CY 2007,  CY 20Q8 and CY 20d9.'  On March 2,  2011,  it requested
for an extensin to file the petition for the recovery of SD since the
eertied financiat statements for the UC-SD calculation were nvt yet
relesed.  Said reques# was granted by the Commissian in a letter
dated March 9, 2011, ltowing it t file the petition for the recvvery
af the SD not later than JUne 30, 219;

s (r'!ic'!c' 11..lir,.i ur-„r.c; ir ..arr•t.,::.' Cktt'.•.f3ltiiuel
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2.    Its pincipal mandte is to mnage the Ordrly sate, dispasition, and
privatizatian af NPC generation assets,  real estate and other
disposahle assets, and IPP cantrac#swith the abjective of liquidating
alf NPC  inanci.al oblgations and SCC in an opimal manner (SeG.
5Q,  PIRA}.  To attain it5 objectives,  it shall,  among others,  [i
calculate the amaunt of the SD and SCC of NPC which shall form
the basis for the determination of the UC and  [ii] liqidate the NPC
SCC,   utilizing the proceeds from sales and othr praperry

contributed to it,  including the proceeds fom the UC  (Sec.  1,
EPtRA);

3.    SCG af NPC refers to the "excess af the contracted cast of electricity
under eligible contracts over the actual selling price of the
cantracted energy output of such cantracts in the markeY'. The term
Mrket" as defined in the /lmended Rules for Recoery refers to the
Wholesale Etectricity pot Market (WESM) where electicity traded
incfudes but nat limited to Spot Sales, Transition Supply Contracts
TSGs),  Bilateral Contrts,  ne Day Pawer 5ale  (DPS),  Default
Wholesale Supplier {DWS) senice,  and Ancillary Services". To be
eligible far recovery under the UC,  such contracts must have been
approved by tfe then Energy Reulatory Board ERB,   now

Cammission) as af Decembe 31, 000 ;

4.    For purpases of the SCC ca[culation,  Independent Pawer Praducer
IPP) cont-acts of NPC eligible for recovery under the SCC (Eligible
pp Con#cacts) shall refer #o "generation capacities developed under
the Build-Operate-Transfer scheme and any such generation asset
whose canstructian was not financed by NPC but whose outpuf is
bought hy NPC under Purchase Pawer Agreements (PPAs), Energy
Canyersion Agreemenls  (ECAs}  or any other simi[r contrctual
relationship.  The IPP Coacts shall alsc  include Rehabilitate
perate Lease  (ROL}  and Rehabilitate  perate Maintain types of
IPP Contrads.' In accordance with Section 32 of Repubfic Act No.
g136  (R.A.  9136),  vnly contracts duly approved by the ERB as of
pecembe 31,  2000 shaA be entitled for recovery through the UC-
SCC;

5.    gased on the abave definition and far tfie purpase of this filing, the
follawing are tltie Efigible IPP'  Contracts for the Luzan Grid  (where
WE tes), which are eligible far recavery under UC-SCC:

a.    Bauang Bunker FDPP;
b.    Benguet Mini-Hydra (Ampohw and Bakun);
c.    Leyte B;
d.    Limay A&B gataan CCGT;
e.    Paghilaa 18 Il;
f.    Subic Enran; and

g_    Sual I & ! I;

2 Article I, Section 2, Ibid_
3 (

5ec. 4 [uuj, EPIRA}.
Article UI.  Amended Rules for the Rvcovry of UC SCC and SD
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f_    Pursuant to Article IV,  Section 2 of the Amended Rules fior
Recovery, it submitted a I'ist of all the currently effective Eligibls lPP
Contracts as of January 1, 2010;

7.    The  nnuat UC-SCC shall be computei as the difference befinren
the Gross Annual Cantrct Casts (GACCs)  nd combined amounts
derived from the Revenues from the Sale o# Cantraoted Energy af
Eiigible IPP Contracts Revenue) and the Privatization proceeds of
he ligible IPP Contrats (PriatizatonProceeds}

8.    As of December 31,  2010,  the atua!  aggregate eligible ctntact
cast obligafions of NFC amounted ta PhP178,236 Miliion for the
privd cavering CY 2007,   CY2008

T ,   
CY20Q9 and GY201 Q li

comprising of the folloHing components  .

GR45S ANNl1AL tONTRACT CQ5T5 2007 20Q8 2009 201Q TaTAI

a .  ota nava a ex ees an e ees 34,956 32,496 34,193 Z2,b77 124,322

p, Cost o Fue Consumption 13,699 20,184 16,844 1,169 51,907

Amortization Payments to finace buy-out andlar
buydown of IPP Contracts

d Depreciation of the Plant Assets 1,003 1,004 2,Od7

ther GostS and Expenses rel,ated t4 the Buy-out
e ' andlor Buy-dawn of kPP Contracts

Actual Aggregate Eligibie Cantact Cost
49y  59 gg g 042 Z3,$4b 178,23b

Obligatis (in Miiiion PhP)

9.     The Revenues from tYe Sale of Canhacted Energy of Eligibla IPP
Contracts amoun#ed to PhP98,956 Million,  which are camposed af
th follvwing

REYENUES FRM THE SAlE OF CQ1IRACTED E1IERY OF
2      Z  $     Zppg Z010 TOTAL

ELiG16l.E IPPs

Sales oi the <4ntratderernY af eh4le' IPP [otiacts in
q,217 5,47Z 148 2,981 17,819

a " t Wh0le5dle EteetrirtY Spot A4aricet lW È,M);

Sales of the cont+acted eer'gY af eligible !PP Corytracts

b. 
under the terms and tondtsons of the Traraition Suppl.Y Zpg,    29,6 3 23,$38 2,443 76, Z90

Cortracts includitg aU adju5tment5 2iM ndCxdLa+
formul,ae N-e-  « A, F`)

5als of the tantraetd enery of eEi3le' IPP ContracTs
c. frqm the One Day Fow Sales (OOPS} scFieme and the t4)    2,754) 3b0) 77)    3,146)

Default Wholesale 5upptier (D'w5) artnt

Sates af tbe cantractedel S  4,955 917 2,17t 6,043

d ' from the provision df Antllary SerKes
d e5 o k contract enersY can[racts

e. from other maricet enhancement prograrn/s that mal be
offered by NPC and the 1PPs

ota evenues 34,5b3 33,248 2,798 5,347 98,956
Eligible IPP Contraets (En /AilUon PhP)

Afticle IV, Section 6 in relatian to Sedions 4 and 5, Ibid.
Article II, Ibid.
Article IV, Sectian 3 pars. (s}, (b}, (c), (d), and (e), Ibid_

e Article IV, Section 4, pars {$}, (b), (c), {d}, and (e), Ibid.
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10.    Th (a)  ales of the contracted energy of Eligible IpP Cantracfis in
the WESM for the yers 20a8 and 2009  (referred to as  "PEMC-
PSALM"  and  "PEMC-NPC"  in Annexes  "E-Nt Utility Revenue-
Q07" and "E-Net Utility Revenue-2008" of the instant petition), (b)
5ales of tfe Contracc! energy af Eligible IPP Contracts under the
terms 2nd condi#ians of the TSC  (refeRed to as  "NPC-Regufar
andlor Utility Operating Incame"   in Annexes E-Net Utility

Revenue-2007',  "E-  Net Util"tty Revnue-2Q08",  "E-  Net Utility
Revenu209",  and uE-  Net Utility Revenue-2o1Q"  of the instant
petition)    desly approved by the Gommission including the

corresponding revenues generated from ail adjustments and
indextion fnrmulae such as Generation Rate Adjus#ment
Mechanism (GRAM), ncremerta Cost Exchange Rate Adjustment
ICERA), Fue! and Purchase Power Cast Adjustment (FPPCA) and
Foreign Exchange Relat+ed Cost Adjustment  (FxA)  for the years
2007,  2008,  200  nd 201U,   nd  (c)  Sles af the contracted
energy af Eligible IPP Contracts fram the ODPS scheme and the
DWS arrangement;  schemes for the yars Oa7,  2006,  2Q09 and
2p10, were calculated per plant usig the figures in the Breakdown
af Revenue and/or Net Utility Revenue of the Luzon Grid,  and
appfying an ener9Y 9neration rtia (th peroentage of the ener9Y
generation by the plants covered by Eligible 1PP Contracts from
the ROQ over the total energy generation by al1 Luzon plan#s for
the respective years}  on the said figures.  For this purpose,  the
follawing percentages/rtiaswere used in deriving th  Revenues
mentiand have:

PLAN7S PERCNTAG OF ENERGY GENERATED

YEAR 2007 208 2009 201Q

Bauang un er 7.45 0.5096 0.08 2.99%

Benguet Mini-Hydto
Ampohaw and Bakun)    0.4b% 0.49% 0.59% 1.72%

Leyte B 4.43% 6.12% 3.38% 3.78%

d Limay 2.3395 1.9a;5 0.00 0.0096

Pagbildo I Et lt 11.17     11.15 4.22% 0.0096

f.  Sual 1 Ft 11 11.54%     15.06% 15.60% 0.00

Subic Enron 0.54 0.33% OA19K fl.00%

i AllOthers 67.98%     64.45 71.12     91.5146

TOTAL 10046 100% 100% i 00

Suon: RtJDfw 1Ar t.qrtYm ynn

11.   For Reenues generated from adjustments from GRAM for the
years 2007 and 20Q8,  and IGERA for the years 2007,  2008 and
240g,  Qnly #hose with the Commission's pproval in ERC Case Nos.
Zppg  _p42 RC,  2UQ8-b53 RC and 2008-063 RC under the 10'
GRp,NI,  91'  GRAM and 12' GRAM appicatians,  respectively:  anc!
ERC Gase Nos_ 2008-043 RC, 2008-054 RC,  2008-064 RC,  2009-
p3  RC, 2009-055 RC and 2010-OQ2 RC under the 9  ICERA,  10
ICERA,   1'  ICi2A,  12"'  ICER,  13'  ICERA and 14 ICEIA
appfications, respectively; were included in the UC-SCC Calculation.
Pending the rsolution of its Mation for Clarification concerning the
Decision of the Commision on the 9'to 14' ICERA Decision dated
November 75, 2010 on the bneakdown of the approved DAA for the
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12 10ERA,  13 ICRA  nd 14 ICRA,  it usd the ICERA DAA
amounts as applied for these periads;

z.   Qn the other hand,  the revenues from the GRAM ad ICRA
applicatiars under ERC Case Nos.  2009-032 RC,  2009-056 RC,
2Q10-003 RC, 20i0-Ofi8 RC, 2010-073 RC, 2010-067 RC and 2010-
074 RC cvering the 13`  GRAM,  14'  GRAM,  15 GRAM,  1 Gtn
GRqNI,  17'  GRAM,  "15"'  ICEFA and 16'  10ERA  respectively,  that
ar  stii!  pending wih the Commission were not included in the
calculatian of the Reverus.  It is submitted that adjustments would
be made in the UC-SCC calculatian afiter the Commission's

resolutian of its Matian for Clarication and the Decisians in the
pending GF2AM and lCEFtA applicatians;

13.   For the Revenues genrated from GRAM fdr years 2007 and  Q08;
ICERA for years 20a7-2aU9;  and Automatic Recovery ofi Monthly
Fuel and Purchsed Pawer Costs and Fareign Exchange Related
Casts  (ACtMj for the year 2010;  such as  {i)  FPCA  (reflected as
Fuel Cost Adjustment Incame°  in  "E-Net  tility Rvenue  -210"'}
and (ii) FxA), from montlly power bills;

94_   For Revenues from the sales of the cdntracted energy af eligille IPP
crntracts for the provisivn of Ancitlary  ervices  (AS)  for the years
2007 and 2008 the same are calculated per plant using the AS of
h Luzon Grid revenue in the N-Net Utifity Revenue -2007" and "E-
Net Utility Revenue -2008"  and applying an AS ratio (percentag of
the volume o AS provided by the ptants caered by Eligible IPP
Contracts over the vclume of AS by alI Luzon plants)  for the
respective years.  Considring that there is no existing contract
between NPC and TRANS4C regarding th prourement vf AS prior
ta March 208,  tle A valume used for the year 2007 is based on
he summarized daily AS schedule prepared by the Operations
panning D'nrion of Luzon System Operations and fiar the year 2008
the AS valume sed is asd an the March 2008 to December 2Q08
actual AS valume per plant as pravided by NPC-Accounts

Management Divisian;

15.   The fiallvwing Etigible  !PR Contracts were sald to the winning
bidders pursuant to its manda#e under Section 4,  Rule 23 of the
EP1RA- IRR,  or transferred to lacal government units  (LGU):

ANT WINAIING BIDDEI7JL..GU TURNQVER DATE

Ug Suic Bay Metapolitr+ Authority (SMBA) February 23, 20d9

BAUANG Provinr.e of La Union Jul 26, 01

LIMAY San Mi uel Ener Co rafion nu   

SUAL San Mi ue1 Enef Co ratian Navember 6, 2009

PAGBIl40 Therma Luzon frtc. c#ober 1, 2q9
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16,   In campliance with Article IV,  5ection 5 af the Amended Rules for
Recovery, it submitted the following documenfs as part f the instant
petition:  a)  Profs of turnover to the conoemed LGU for Subic and
Bauang;  b) the Asset Purchase Agreement (APA) for Limay; and c)
The Administration Agraements AA}   far Sual and Pagbilao.
Considering that the AAs cantain confidentiality clauses, it requested
that the said documents be reted as confidentil in nature by the
Cmmission,

17.   The Privatizaton Proceds and/ar Cash inflow from the disposition
of E(igible  (PP Contracts amounted to Php4,982 Millin which

pertain ta the disposian af imay,  Sual and Pagbilaa for 2010,  as
shown beiow=

PIUVATIZATION OF ELIGiBIE IPP tONTRACT'S ioa9 ioo

E1p•frant praceeds from tfe saRe of tle
a.  eligible IPP contract 71g 719

Cash ilow afising from an ArnrnpRiCn pt
Ohligati4F15[lfeltle bf dfe Ellglble !PP

b,  contact, if appticabe. 1,OOd 3,259 4,263

Tatal Proceeds fram the prnratiutian af eliible IPP cortr.tts {4qliilian PhP) 4,982

n suppot`t the above computation,  it submitted the Report on
GEIVCO Prviceeds for CY 2010 and IPPA Administrator IVlvnthly
Payments.  Carsidering that the payments of Limay privatization
proceeds are denvminated in United Sttes Dallars,  the amounts
are  anerted ta Peso using the BSP reference rate a# the date of
deposit andlor fund transfer.  Cansidering likewise this documents
are attached to  #he AAs af Sel  nd Pagbilao which contain
confidentiality clauses, it moves that the said dacuments be Iikewise
treated as confidential in nature by theCmmisin;

18.   Based on the foregoing premises,  th total annval UC-SC fvr the
period 2Q07 to 201D computed as the difference between the
GACCs and combined amounts deried fram the Revenues and th
Privatization Praceeds amoe#ed to PhP74,298 Millian,  computed
as fallaws:

YEAR 20Q7 200$ 2009 2010 TOTAL

Gtoss Annual Contract Cost 49,654 53,688 51,04Z 23,84b 178,236

Revenue fram the Sale ot Contraeted

Capacity 3,5G3 33,248 25,798 5,347 98,95b

Privatizatian of Eliibie 1PP Contracts a,982 4,98Z

Stranded Ccnuact Costs ( in IAilfior+ PhP) t5,097 0,440 25,244 13,517 74,29$
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18.   n cornplianoe of with Article 4,  Sectian 7 of the Amended Rules far
Recavery, it submitted the haur(ya(lacation by NPC of its generation
output far each power plant,   inciuding NPC-awned and IPP
contracted gen$rfing units showing the Metered Quantity  ("MQ)
and Bilaterai Contrct Quantities (CQ) which includes the declared
amount for its TSC,  DWS and UDPS.  The differen  befinreen the
MQ and BCQ is the generation output for WESM or Spot Sles.
Considering that fhese data contained information an their trading
strategis,  the disclosure of which to the generai public would
weaken tieir campetitirreness in the Market.  Thus,  it prays thaf the
sam be treated by the Commissian as confdential in nature;

20_   FIlwing #he annual UC-SCC as camputed above, the UC-SCC in
PhP/kWh far end-users with ar without self-generatirtg facilities in If
grids shaEf be PhPQ_3666/ lcWh camputed as fvUows

YAR 207-2010

Stranded Contract Costs (in Million Php) 74,298

Actual System End User Sa1es (in GWh) 202,b8b

Stranded Contract Gosts (in Php/ kWh) 0.36bb

ShQwn below is the Actul Sys#em End User Sales for the years
2Q07 to 2010:

Actual S tem End User Sales GWh 2007 2D08 Z009 2010 YdTAL

Electric Cooperative (EC} 10,593 10.992 11,768 12,852 46,205

Private Investors Owned Utilities  (POU's) 32,353 33,097 33,853 37,080 38,382

Non-util9ties/Directly Gonnected 4,806 5,13 4,935 5,244 20,099

Actual tem End User Sales C3MVh 47,751 49,2d2 50,557 55 176 202 686

21,   Cansidering the impact of the UC-SCC ta the end-users,  it is willing
to spreaci the recoery period into a periad tha# the Gammission may
deem fair and  easanable  nder the circumstances.  For a fiften
15)-year recavery period,  the amount af UG-SCC for the years
2d07 to 210 is equivalnt to PhP0.OfiO4/kWh. This is computed by
dividing the SCC of Ph74,298 Million by the projected energy sales
from the years t}"[ 1 ta 2026 of 1,237,664 GWh;

22.   The instant petit+on covers the SCC from the years 2007 to 2010.
The aggregate amount if callected woufd lessen additional loans to
be incurred by it in complying with the Eligible IPP Contracts; and

23.   lt prays that:

a.  The Commission cnnsiders the dxuments submitted as full
compliance with the RC Resalutian Na 02, Series of 211;

ry Article 1V, Section 8, ]bid_
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b.  Annexes "F-1-Seal', °F-1-Pagbilao", "F-3", nd "G" o# the petition
be treated as confidential in nature;

c.  After due notice and hearing,  the Commission approvs the
fliawing:

1_  The calculated aggregate UC-CC for the years 20d7 to
2p9p amounting to PhP74,298 Million equivalent to

PhP0.3666/kWh; and

2.  Issuance of a provisional authority altowing it to charge and
collect the compufied UC-SCC or such amount as determined
by the Commission.

The Commissian has set the petion for hearing an the foflowing

scheduls:

pate Proceedin s Venue

August 23,  211 at two Jurisdictiana! Hearing,
p'clock in the aftemoon Expository Presentation ERC Hearing Room,  75`
2:00 P_M. and Pe-Trial Conference Floor, Pacific Cnter

eptember S,  201'I at two Building,     San Miguel
a'clack in ths aftemoon Evidentiary Hearing Avenue, Pasig City.
200 P.M.

All persans who have an interest in the subject matter af #he proceeding

may became a party by filing, at least five (5) days prior to the initial hearing and

subject to the requirements in the ERC's Rules af Practice and Procedure,  a

verified petition with the Cammission givig the docket number and title of the

proceeding and stating:  (1) the petitioners nrne and address;  (2) the natue of

petitioner's interest in the subject matter of #he prviceeding,  and the way and

manner in which suci  interest is affec#ed by the issues involvd in the

proceeding; and (3) a statement of the reef desired_

All ather persans wla my want their views known to the Commission

with respect to the subject mat#er of the proceeding may file their oppasition to

the petition or comment thereon at any stage Qf  #he prQCeeding befor'e the

petitioner concludes the preserrtatien of its evidence.   No paricular form of
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opposition or comrnent is required,  but the document,  letter or writing should

ontain the name and address of such pecson and a concise statement of the

opasition or comment and the grounds relied pon.

All such persans wh  rryy wish ta have a copy af the petition my

request the petitioner,  pror to the da#e of the initial hearing,  that th+y be

furnished with  copy of the petitin.  he petitioner ts hereby directed tQ furnish

all those making  uch request with oopies of the petitian and its attachments,

subject to reirnbursement of reasonable photacopying costs.  Likewise, any such

person may examine the petipon and other pertinent records filed with the

Commission during the usual office houts.

WITNESS, the Honarable Chairperson, ENAIDA G. CRUZ-DllCUT, rtd

he Hanarble Cammissioners, MARIA TERESA A.R. CASTANEDA and JOSE

C. REYES,  nergy Regulatory Corrmission, this 18"'  day of July 2011 at Pasig

City.

AT"Y. FRANC SATURNIN4 C. JUAN
Execu e Director III

0411-   1 RC NOPH


