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

IN THE MATTER OF THE 13™
APPLICATION FOR THE
RECOVERY OF THE INCREMENTAL

COSTS ON FOREIGN CURRENCY

EXCHANGE RATE FLUCTUATIONS
UNDER THE  INCREMENTAL
CURRENCY EXCHANGE RATE
ADJUSTMENT  (ICERA), WITH
PRAYER FOR  PROVISIONAL
AUTHORITY (PA)

NATIONAL POWER CORPORATION
(NPC) AND POWER SECTOR
ASSETS AND LIABILITIES
MANAGEMENT CORPORATION
(PSALM),

Applicants.

ERC CASE NO. 2009-055 RC

DOCXE '1';/%\313
Date: ‘ﬁﬂz AN

NOTICE OF PUBLIC HEARING

TO ALL INTERESTED PARTIES:

Notice is hereby given that on July 29, 2009, the National Power

Corporation (NPC) and the Power S_épt_or Assets and Liabilities Management

Corporation (PSALM) filed their 13"‘. application for the recovery of the

Incremental Costs on foreign currency exchange rate fluctuations under the

Incremental Currency Exchange Rate Adjustment (ICERA), with prayer for

provisional authority.

In the said application, NPC and PSALM alleged, among others, that:
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8.

10

11

12

The calculation for the recoveryirefund of Capacily and infrastructure
Faes for Bakun Hydroglectric Power Plant and San Rogue Multh
purpose Project were pegged at PhP3.8280/kWh, as contained in the
Commizsions’ Order under the 8% ICERA;

. The instant application lkewise includes the recovery/(refund) of the

allowable camc:?ty and infrastructure fees for CBK, based on the

Commission’s Declsion in ERC Case No, 2007-158 dated November
17, 2008;

. The instant application does not include any un-recovered or un-

refunded balance from the previous ICERA applications, considering
that the same are still pending resolution by the Cormmission;

LConsidering the foregeoing, and pursuant (o all the relevant Decisions

and Orders issued by the Commission, they calcuiated the tolal
deferrad costs for recovery under this Instant application, comprising of
deferred debt service, OFEX and capacily fees for BOT plants, and the
corresponding carmrving charges for the Luzon, Visayas and Mindanao
Grids covering the test pericd from January to March 2009 only

Shown below s the summary of the total deferred FOREX cosls as
follows:

Table 1. Total Deferred FOREX Cosis, in Pesos

GRID DAA (PhP)

LUZON 1,088,588 303
VISAY AL 30,193,748

MINDANAC {70,525 9343
PHILIPPINES 1,053,256 117

.They seek the Commission’s approval for the recoverylrefund of the

above-giated total currend deferred FOREX costs for the billing period

January to March 2008, through the imposition of the following
proposed DAA charges: :

Table 2, Proposed 13" ICERA DAA Charges, PhP/kWh

Farticulars Luzon Visayas Mindanago

Total DAA Charge 0.1855 0.0248 {0.0327)

13,

The balance from the implementation of the 12" ICERA applications,

depending on the Commission's Rasolution of tha sald cases, shall be
added t0 the above rals,

They seek the approval of the Commission o recover the above-stated
deferred costs over the following recovery periods;
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Table 3. Proposed Spread (No. of Months)

Luzon

Visayas

Mindanao

3

3

3

14.As authorized under the Implementing Rules of the ICERA, Applicants
utilized the carrying charge interest rates, as shown in Table 4 below:

Table 4. Allowable Carrying Charge Interest Rates

Prevailing
Test/Billing Months | 91-day T-Bill Authorized Allowable Rate
Rate V " Allowance %
January 4.647% 3.00% 7.647%
February ¥ 4.647% 3.00% 7.647%
March 4.408% 3.00% 7.408%

1- Source: Bangko Sentral ng Pilipinas

2- As authorized in the ICERA Implementing Rules

3- There was No Issue (NI) T-Bill Rate for the month of February 2009, hence,
the data used was based on the T-Bill rates for January 2009.

15.The proposed ICERA DAA is fair and reasonable as it allows the
recovery of deferred costs consistent with the principles of a free and
competitive electricity market as provided under R. A. No. 9136;

16.To date, they are implementing the 8" ICERA charges in Visayas and
Mindanao Grids pending resolution by the Commission of the 9" to
12" ICERA Applications;

17.They pray that a provisional authority be issued to enable them to
immediately implement the recovery or (refund) of the deferred costs
particularly in the Visayas and Mindanao Grids in order to mitigate the
accumulated DAA to customers and improve NPC's financials;

18.They also would like to manifest that there is a need to establish new
base exchange rates in US Dollar and Japanese Yen for Forex | (debt
service) and Forex |l (insurance and spare parts), and a new base
price for capacity and infrastructure fees to be used in the succeeding
ICERA applications starting from the 14" ICERA. This is in line with
the provislonal approval (PA) of the Commission dated 16 February
2009 in ERC Case No. 2009-004RC, where a new basic generation
charge based on test year 2007 was implemented for the Luzon,
Visayas, and Mindanao Grids effective March 2009 billing period; and

1‘9.They shall be filing their proposed base brices and base exchange
rates for approval by the Commission under ERC Case No. 2009-
004RC, the application covering the provisionally approved (PA)

revised Basic Generation Rates for Luzon, Visayas and Mindanao
Grids;
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20. They furiher pray that the following deferred costs/{refund)}, recovery
period, and proposed Deferred Accounting Adjustment (DAA) charges
covering the current DAA be approved by the Comrnission coneistent
with the Implementing Rules for the Recovery of Incremental Currency
Exchange Ratle Adjustment (ICERA) and Seclion 4 (g} Rule 3 of the
IRR, as amended, of RA 8136 or EFIRA:

number of months)

Particulars (13-Jut s Visayas Mindanao
Total Deferred Gostsi{Refund) | 1.086,688303 | 35,193,748 | (70,525,934)
Taotal DAA Charge 0.18588 0.0248 (0.0327)
Proposed Recovery Perlod (in 3 5 5

21.Finally, they pray for the issuance of a Frovisional Authorily (PA} for
immediale implemeniation of the sbove proposed rales for Luzon,
Visayas and Mindanao Grids, as well as the early resolution of the 8"
to 12" ICERA applications.

The Commission has sel the application for Initial hearing and pre-trial

corference on March 24, 2010 (Wednesday) af two o'clock in the afternoon

{(2:00 P.M.) at the ERC Hearing Room, 15" Floor, Pacific Center Bullding,

Ban Migusl Avenue, Pasig City,

Al persons who have an inlerest in the sss.,sbjabt matier of the proceeding

may become a party by filing, at least five (8) days prior 1o the inillal hearing and

subject to the requirements in the Commission’s Rules of Praclice and

Frocedure, a verified petition with the Comrmission giving the docket number and

title of the proceeding and stating: (1) the p@ti%im@r’é name and address, (2) the

nature of petitioner's interest in the subject matter of the proceeding, and the way

and manner In which such interest is affscted by the lssues involved in the

proceading; and {3) a statement of the relief desired.
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All other persohs who may want theirs views known to the Commission
with respect to the subject matter of tho proceeding may file their opposition to
the application or comment thereon at any stage of the proceeding before the
applicants conclude the presentation o'f“"their evidence. No particular form of
opposition or comment is required, but the documént, letter or writing should
contain the name and address of such person and a concise statement of the

opposition or comment and the grounds relied upon.

All such persons who may wish to have a c'opy’ of the application may
request the applicants, prior to the date of the initial hearing, that they be
furnished with a copy of the application. The applicants are hereby directed to
furnish all those making a request with copies of the application and it:s
attachments, subject to reirhbursement of reasooable photocopying costs.
Likewise, any suoh person may examine the application and other pertinent

records filed with the Commission durihg the usual office hours.

WITNESS, the Honorable Chairperson, ZENAiDA G. CRUZ-DUCUT, and
the Honorable Commissioners, RAUF A. TAN, ALEJANDRO Z. BARIN, MARIA
TERESA A.R. CASTANEDA, and JOSE C. REYES, Energy Regulatory

Commission, this 15" day of February 2010 at Pasig City.

ATTY. FRANCIS®SATURNINO C. JUAN
Execlitive Director Ili
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