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01 April 2022

THE CITY MAYOR
Navotas City

RE: ERC CASE NO. 2022-015 RC [IN THE MATTER OF THE
APPLICATION FOR APPROVAL OF THE ANNUAL REVENUE
REQUIREMENT AND PERFORMANCE INCENTIVE SCHEME
FOR THE FIFTH REGULATORY PERIOD (REGULATORY
YEARS 2023-2026) IN ACCORDANCE WITH THE PROVISIONS
OF THE RULES FOR SETTING DISTRIBUTION WHEELING
RATES (RDWR)]

Dear Sir/Madam:

With reference to the above-entitled case, we furnish you herewith copies of the Order and
Notice of Virtual Hearing, both dated March 24, 2022, issued by the Energy Regulatory
Commission (ERC), for your information and for the required posting thereof on the
Bulletin Board of the City Hall.

In this connection, may we request for a Certification on the actual posting of the aforesaid
Order and Notice of Virtual Hearing issued by the ERC, duly sealed with the City seal
which is required by said ERC Order. For your guidance, we are enclosing two (2) forms
of the said Certification. One form is for your signature and the other form is for the
signature of your authorized representative in the event you would designate somebody
else to sign the same.

Thank you for your kind attention and cooperation.

Very trulQ yours,

Head Regulatory Legal Case Management Office

Meralco Center, Ortigas Avenue, Brgy. Ugong, Pasig City, 1605PH  + (632) 631-2222 / (632) 16220 - www.meralco.com.ph
52Tl /meralco a @meralco meralcoph  Youffffj meralcoph



REPUBLIC OF THE PHILIPPINES
Navotas City

Date

CERTIFICATION

To Whom It May Concern:

This is to certify that the Order and Notice of Virtual Hearing, both
dated March 24, 2022, issued by the Energy Regulatory Commission in ERC
CASE NO. 2022-015 RC [IN THE MATTER OF THE APPLICATION
FOR APPROVAL OF THE ANNUAL REVENUE REQUIREMENT
AND PERFORMANCE INCENTIVE SCHEME FOR THE FIFTH
REGULATORY PERIOD (REGULATORY YEARS 2023-2026) IN
ACCORDANCE WITH THE PROVISIONS OF THE RULES FOR
SETTING DISTRIBUTION WHEELING RATES (RDWR)] were
posted on the Bulletin Board of the City Hall of this City.

This Certification is issued upon the request of MERALCO, the
Applicant in the said case.

Print Name and Signature of the City Mayor

Note: Affix City Seal



REPUBLIC OF THE PHILIPPINES
Navotas City

Date

CERTIFICATION

To Whom It May Concern:

This is to certify that the Order and Notice of Virtual Hearing, both
dated March 24, 2022, issued by the Energy Regulatory Commission in ERC
CASE NO. 2022-015 RC [IN THE MATTER OF THE APPLICATION
FOR APPROVAL OF THE ANNUAL REVENUE REQUIREMENT
AND PERFORMANCE INCENTIVE SCHEME FOR THE FIFTH
REGULATORY PERIOD (REGULATORY YEARS 2023-2026) IN
ACCORDANCE WITH THE PROVISIONS OF THE RULES FOR
SETTING DISTRIBUTION WHEELING RATES (RDWR)] were
posted on the Bulletin Board of the City Hall of this City.

This Certification is issued upon the request of MERALCO, the
Applicant in the said case.

By Authority of the Mayor:

(Print Name, Signature and Official Designation)

Note: Affix City Seal



Republic of the Philippines
ENERGY REGULATORY COMMISSION
Pasig City

IN THE MATTER OF THE

APPLICATION FOR
APPROVAL OF THE
ANNUAL REVENUE
REQUIREMENT AND
PERFORMANCE

INCENTIVE SCHEME FOR
THE FIFTH REGULATORY
PERIOD (REGULATORY
YEARS 2023-2026) IN
ACCORDANCE WITH THE
PROVISIONS OF THE
RULES FOR  SETTING
DISTRIBUTION
WHEELING
(RDWR),

RATES

MANILA  ELECTRIC
COMPANY (MERALCO),

Applicant.
X --- ‘ K

ERC CASE NO. 2022-015 RC

Promulgated:
March 31, 2022

ORDER

On 16 March 2022, Manila Electric Company (MERALCO) filed
an Application dated 10 March 2022, seeking the Commission’s
approval of its Annual Revenue Requirement (ARR) and Performance
Incentive Scheme (PIS) for the Fifth Regulatory Period covering
Regulatory Years (RYs) 2023 to 2026, in accordance with the
provisions of the Rules for Setting Distribution Wheeling Rates

(RDWR).

The pertinent allegations of the Application are hereunder

quoted as follows:

1. Applicant MERALCO is a private corporation duly organized
and existing under the laws of the Republic of the Philippines,
with principal office located at Lopez Building, Ortigas
Avenue, Barangay Ugong, Pasig City. It may be served with
notices and other processes of this Honorable Commission
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through its undersigned counsel at the address indicated
herein.
2. Applicant has a legislative franchise to construct, operate and

maintain an electric power distribution system for the
conveyance of electric power to the end-users in the cities and
municipalities of Metro Manila, Bulacan, Cavite and Rizal,
and certain cities/municipalities/barangays in Batangas,
Laguna, Quezon and Pampanga, pursuant to Republic Act No.
9209.

L. BACKGROUND

3. Applicant entered Performance-Based Regulation (PBR) at
the Second Regulatory Period (2RP) as part of the First Entry
Group. Applicant’s revenue application for the 2RP was filed
before the Honorable Commission on 1 September 20061 and
approved, with modification, in a Decision dated 30 August
2007, attaching thereto the Honorable Commission’s Final
Determination on the Price Control Arrangements for the
2RP.

4. Subsequently, Applicant filed its revenue application for the
Third Regulatory Period (3RP) under PBR on 18 June 2010
under ERC Case No. 2010-069 RC. This was approved, with
modification, in a Decision dated 6 June 2011, attaching
thereto the Honorable Commission’s Final Determination on
the Price Control Arrangements for the 3RP.

5. Starting the 3RP and up to the date of this Application,
Applicant has operated its electricity distribution network
efficiently and in accordance with the Honorable
Commission’s rules and guidelines,

a. Capital Investment

During the 3RP, Applicant embarked on the Capital
Expenditure (CAPEX) Program approved under the Final
Determination. The approved CAPEX program and the
emergency CAPEX projects, which Applicant was constrained
to undertake, served to maintain the integrity and efficiency
of Applicant’s distribution system, while providing additional
capacity to meet existing and future demand. After the 3RP,
Applicant filed annual applications with the Honorable
Commission for the approval of its CAPEX projects.

From 1 January 2016 until 30 January 2022, Applicant
completed several major projects :including: (a) the
construction and development of sixteen (16) new substations
with additional total capacity of 1,546 MVA; (b) expansion of
thirty-two (32) existing substations with a total additional
capacity of 2,944 MVA; (c) construction of 5-115 kV and 2-69
kV subtransmission lines; (d) replacement of nine (9) power
transformers; (e) replacement of Call Center System (CTI,

! Docketed as ERC Case No. 2006-045 RC.
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Voice Logger and Telephony Infrastructure); and (f)
acquisition of several systems including the Enterprise
Geographic Information System (GIS) — Phase 1.

b. Operating Performance

Applicant’s operating and maintenance expenditure (OPEX)
for the last five (5) years showed operational efficiencies and
productivity improvements. This is shown by the following:

i Annual OPEX per customer or total costs
associated with delivering electricity to the
ultimate customers averaged PhP2,646 for the
past 5 years, lower than the annual average
OPEX per customer of PhP2,792 during the
3RP.

ii. Total OPEX associated with each kWh of
electricity distributed to ultimate customers
during the past 5 years averaged PhPo.41
compared with PhPo.45 during the 3RP.

iii. It should be noted that OPEX for RYs 2020 and
2021 were significantly affected by the COVID-
19 pandemic. These include deferment of
payments by the customers; disruptions in the
supply chain as vendors/suppliers experienced
equipment shortage, constrained movements,
and limited staff; and incurrence of additional
costs to cover the health and safety of
MERALCO workforce. Nonetheless, as a result
of the COVID-19 pandemic, MERALCO
accelerated its technology solutions to address
remote work arrangement, digital/contactless
payments from customers and vendors, and
virtual communications and engagement with
the customers; and rolled out cybersecurity
solutions to manage the increasing security
risks and threats. These expenses were critical
to the sustained reliable and safe operation of
MERALCQO’s distribution network and delivery
of services to the consumers despite the
challenging circumstances.

e Performance against Price-Linked Performance
Indices

Despite the absence of regulatory framework after the 3RP,
Applicant’s Price-Linked Performance Indices relatively
continued to improve over the years.

The total System Average Interruption Frequency Index
(SAIFI) of 1.50 times in CY2020 showed a 31.19%
improvement over the SAIFI of CY2016 (2.18 times). Planned
SAIDI, or the average duration of planned interruptions a
customer experienced, improved from 54.68 minutes in
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II.

CY2016 to 53.31 minutes in CY2020. CAIDI, or the average
outage duration of interruptions customers experienced,
however, increased by 5.05% with the improvement in T-
SAIFI outpacing the improvement in T-SAIDI in CY2020.

The power quality indicator measured through the Probability
of Voltage Violation (pVv) index slightly deteriorated in
CY2021, with 1 violation measured compared with zero or no
measured violation in CY2016. By the end of CY2020, System
Loss is at 6.08% which is an improvement of 0.27 percentage
points from CY2016 System Loss of 6.35%.

In terms of service performance indicators, Time to Process
Applications (TPA) and Time to Connect Premises (TCP) are
consistently performing above expected target levels for
CY2016 up to CY2020 based on the approved targets for the
3RP. The TCP improved by 31.71%, from 2.68 days (CY2016
performance) to 1.83 days (CY2020 performance). Similarly,
TPA slightly increased by 9.6% from 3.54 days in CY2016 to
3.88 days in CY2020.

Call Center Performance (CCP) follows a similar trend, with
Level A Rewards levels of performance from CY2016 up to
CY2019, and only breached the Level A Reward threshold of
9.81 seconds in CY2020 because of the surge of incoming calls
due to the impact of the COVID-19 pandemic.

d. GSL Scheme

The Guaranteed Service Level (GSL) scheme requires the
Applicant to provide pay-outs to directly compensate a
customer if certain service delivery performance standards
are not met.

Applicant’s over-all performance in the GSL indicators after
the end of the 3RP was continuously monitored despite the
absence of the GSL framework. Using the 3RP threshold as
reference, GSL performance were maintained below the
allotted violation limits. The marked reduction in GSL
violations can be attributed to the improvement in the overall
reliability performance of the electric distribution system,
which has led to the decrease in the frequency and duration of
interruptions. In addition, increased awareness of the
Applicant’s personnel on the GSL and its impact on customer
service, as well as reduction of secondary distribution line
outages due to pilferage, also contributed to the reduction of
GSLviolations. Supporting information systems were likewise
developed to provide line organizations with regular reports
on the GSL levels.

THE INSTANT APPLICATION - FIFTH REGULATORY
PERIOD

Applicant will continue operating under PBR, entering the
Fifth Regulatory Period (5RP) as part of the First Entry
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10.

11.

12.

Group. 2 This 5RP will commence on 1 July 2022 and
terminate on 30 June 2026.

The filing of this Application for the approval of the 5RP
Annual Revenue Requirement (ARR) and Performance
Incentive Scheme (PIS) is in accordance with the Honorable
Commission’s revised Rules for setting Distribution Wheeling
Rates (RDWR) for Privately Owned Distribution Utilities
entering Performance Based Regulation dated 2 December
2021.

Applicant has prepared its proposal in accordance with the
conditions described in the afore-mentioned RDWR and in
the implementing guidelines issued by the Honorable
Commission in its Position Paper on the Regulatory Reset for
the July 2022 to June 2026 Regulatory Period for Privately
Owned Distribution Utilities subject to Performance Based
Regulation, dated December 2021 (Position Paper). The
application submitted to the Honorable Commission made
use of the methodology described in the RDWR, the Position
Paper and applied the financial spreadsheet model titled
Price-Cap-MODEL-GroupA-5t*_RP.xls (Price-Cap Model)
that was provided to the Applicant by the Honorable
Commission.

Applicant proposes that the ARR and PIS values to be
approved form the basis of the X-factor, Po-factor and the
Maximum Annual Prices (MAP) that will apply to Applicant
and on which it will base its rate setting for the 5RP.

Annual Revenue Requirement (ARR)

The proposed ARR is based on the Building Block calculation3

described in the RDWR, with the exclusion of corporate
income tax.

As prescribed under the revised RDWR, 4 included in the
proposed ARR are allowances for under- or over-recoveries
carried over from the 3RP, allowances for regulatory
interventions imposed by the Honorable Commission during
the 3RP, where applicable, and provision for an efficiency
carry-over calculated in accordance with pertinent rules and
regulations.

The proposed ARR for each Regulatory Year based on the
Building Block computation under the revised RDWR is set
forth below:

2 The entry group was originally described in Annex B of ERC Resolution No. 12-02 Series of 2004
entitled, “Adopting a Methodology for Setting Distribution Wheeling Rates”, dated 10 December

2004, and later amended by the Honorable Commission to provide for four entry points.
3 Revised RDWR, Article 4.7.1.
4+ Revised RDWR, Article 6.4.2.
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Table 1. Annual Revenue Requirement as per Building Block approachs
Froposed Revenue Requirement per Regulatory Year (Nominal PhP)

i Proposed Revenue Requirement per Regulatory Year
Building Blask (PhP millions, Nominal)
2023 2024 2025 2026
Operating and
maintenance
expenditure 27,824.45 28,945.60 31,006.93 33,163.99

Taxes, levies & duties
(other than corporate

tax) 475.70 494.64 513.24 532.24
Regulatory

depreciation 11,872.44 14,909.26 17,067.99 18,871.88
RSO Spital 25,859.06 30,585.19 34,105.68 36,390.90
Revenue Requirement

Subtotal 66,031.66 74,934.68 82,693.84 88,959.01
Allowance for

under/over recovery 273.44 277.26 286.68 294.42
Allowance for

regulatory

intervention ) ) ) }
Efficiency carry-over 1,874.62 3,156.96 1,490.47 176.86
TOTAL REVENUE

REQUIREMENT 68,179.71 78,368.90 84,470.99 89,430.30

13.  The ARR is based on a proposed rolled-forward value of the
Applicant’s Regulatory Asset Base (RAB) as described below.
The opening value of the RAB for the 5RP is based on the value
of the RAB as of 31 December 2021, and rolled forward using
the projected CAPEX additions, depreciation and disposals
from 1 January 2022 to 30 June 2022. The Applicant notes
that the 31 December 2021 value of the RAB used in this
Application is an interim value only. This value will be
updated based on the final Independent Expert’s Report,
applying the Honorable Commission’s RAB Roll-Forward
Handbook for Privately Owned Distribution Utilities, issued
under ERC Resolution No. 11, Series of 2021.

Table 2. Summary of proposed Rolled-forward Regulatory Asset Base
Rolled-forward Regulatory Asset Base (Nominal PhP)

. RY2023 RY2024 RY2025 RY2026
Opening Value of
RAB 172,690,198,224 211,244,970,789 243,981,205,209 264,002,772,821
Depreciation on
RAB 11,872,444,906 14,909,255,603 17,067,992,035 18,871,880,857
Capital
Expenditure 50,394,344,727 47,603,477,043 37,038,771,540 32,807,389,958
Change in assets
used over
regulatory lives 32,872,745 42,013,070 50,788,106 57,452,276
Closing Value of
RAB 211,244,970,789 243,981,205,209 264,002,772,821 277,995,734,199
Average RAB for
the Year 191,967,584,507 227,613,087,999 253,991,989,015 270,999,253,510

14.  Due to delays in project implementation during the Lapsed
Period, several Major Capex Projects are tagged as “Carry-

5§ The meaning and application of these parameters are as described in the revised RDWR.
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over”. Such are projects that are essential for the
improvement of Applicant’s operations, but were pushed back
due to difficulties such as the COVID-19 Pandemic. These
projects are slated to be commissioned by RY 2023 and RY
2024, and will be part of the 5RP RAB computations.

Table 3.

Summary of Proposed Lapsed Period Carry-Over Capital Expenditure

Lapsed Period Carry-Over Capital Expenditures per Regulatory Year

RY2023 RY2024

Nominal Value

12,358,419,638 3,552,715,525

Nominal Value with CWIP 12,606,163,076 3,632,087,437

15. In calculating the afore-mentioned ARR for the 5RP,
Applicant made use of the estimated Philippine Consumer
Price Index, United States of America Consumer Price Index
and Philippine Peso/United States dollar exchange rate
figures as follows:

Table 4a. Forecast Change in the Consumer Price Index for the Philippines

Data source :

2021 2022 2023 2024 2025 2026
Calendar Year 128.8 133.6 138.1 142.7 146.6 151.1
Regulatory Year 130.8 135.5 140.0 144.3 148.5

Actual CPI, all items, for all income households in the Philippines (2012=100) up to
December 2021, Philippine Statistics Authority

Calendar year forecasts of PH CPI are based on the inflation forecast of the Economist
Intelligence Unit (EIU) as contained in its December 2021 Country Forecast Report.
The regulatory year forecasts of PH CPI are based on the template worksheets
provided to the Applicant by the Honorable Commission.

Table 4b. Forecast Change in the Consumer Price Index for the United States of America

2021 2022 2023 2024 2025 2026
Calendar Year 270.970 281.267 287.454. 293.778 300.242 306.847
Regulatory Yea 276.531 284.818, 291.084 297.488 304.032
Datasource: | Actual CPI, all items in U.S. city average, all urban consumers, not seasonally adjusted

(1982-84=100) up to December 2021, United States Bureau of Labor Statistics
Calendar year forecasts of U.S. CPI are based on the U.S. inflation forecast of the
Economist Intelligence Unit as contained in its December 2021 Country Forecast
Report. The regulatory year forecasts of U.S. CPI are based on the template worksheets
provided to the Applicant by the Honorable Commission.

Table 4c¢. Forecast PhP/US$ Exchange Rate (average for the year)

Quarter ending 2021 2022 2023 2024 2025 2026

Calendar Year 49.25 52.23 52.78 53.30 52.92 51.80
Regulatory Year 51.36 52.51 53.04 53.11 52.36
Data source : Actual period average of PHP:USD exchange rate up to December 2021, Bangko

Sentral ng Pilipinas

Calendar year forecasts of PHP:USD exchange rate are based on period average
PHP:USD exchange rate forecast of the Economist Intelligence Unit (EIU) as
contained in its December 2021 Country Forecast Report. The regulatory year
forecasts of PHP:USD exchange rate are based on the template worksheets
provided to the Applicant by the Honorable Commission.

For purposes of the initial and subsequent annual price
resets during the 5RP as required under the revised
RDWR, Applicant will update the afore-mentioned
Consumer Price Indices and foreign exchange rates
using actual values.
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16.

17.

The afore-mentioned ARR is partly based on a proposed
Weighted Average Cost of Capital of 13.2%. Applicant’s
calculations considered the recommendations of NERA
Economic Consulting, Inc., a recognized and reputable global
economic consulting ‘firm which conducted a study on the
matter.

In accordance with the revised RDWR, a proposal has been
made to include assets used beyond their standard lives in the
RAB at a value equivalent to five (5%) percent of their
optimized replacement cost.

Capital Expenditure

18,

The proposed Capital Expenditure included in the afore-
mentioned calculation of the rolled-forward RAB is as follows:

Table 5. Summary of Proposed 5RP Capital Expenditure

Capital Expenditures per Regulatory Year (5RP)

(PhP)

RY2023 RY2024 RY2025

RY2026

Nominal Values

37,533,728,331

43,495,962,814

36,373,833,274

32,248,681,088

Nominal Values,

38,237,239,806

44,377,877,352

37,051,638,283

32,820,603,595

including CWIP factor

19.

20.

The proposed CAPEX projects, following the latest RDWR
Position Paper and planning criteria in the ERC’s Investor-
Owned Distribution Utility Planning Manual, are necessary to
augment the capacity of the network to meet demand growth
or new customer requirements; to replace and refurbish
aging, and obsolete assets; to relocate assets needed for the
implementation of government infrastructure and third-party
Initiated projects; to purchase and construct non-network
assets required for the normal efficient operation of the
electric distribution system; to deploy automation and
technology projects as well as innovative solutions for various
electrification projects; and to comply with regulatory
requirements as embodied in the EPIRA, the Philippine
Distribution Code, the Philippine Electrical Code, applicable
international standards, and other relevant rules and
regulations with emphasis on maintaining the integrity,
reliability and efficiency of the electric system, and for the
continuous improvement in service quality and performance
measurement for the benefit of the consumers.

For the 5RP, MERALCO is likewise proposing the
implementation of its Advanced Metering Infrastructure
(AMI) Program for more than two (2) million customers
aligned with the objective of deploying a reliable, efficient, and
intelligent distribution grid.
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Operating & Maintenance Expenditure

21.

The proposed Operating & Maintenance Expenditures
included in the afore-mentioned calculation of the ARR is
provided as follows:

Table 6. Summary of Proposed 5RP Operating & Maintenance Expenditure

Operating & Maintenance Expenditures per Regulatory Year (5RP)

(PhP)

RY2023 RY=2024 RY2025 RY2026

Nominal Value

27,824,450,084 | 28,945,600,321 | 31,006,925,317 | 33,163,987,107

22,

The proposed Operating and Maintenance expenditures
(OPEX) are necessary to: (i) maintain the safety, efficiency
and reliability of the distribution network; (ii) support the
growing asset base; (iii) allow Applicant/to deliver services to
its customers and support its business operations including
the use of automation and digital technologies; (iv) meet the
requirements of Government programs and regulations
imposed on the Applicant, and (v) meet the performance
targets under the Performance Incentive Scheme. The
proposed OPEX will support strong growth prospects for the
economy with sustained moderate growth in kWh sales
throughout the 5RP. Moreover, additional OPEX is needed,
not only to meet service performance levels, but also to ensure
that Applicant’s reliability standards are kept at par with other
power distribution utilities serving other countries in the
Asian region which are the Philippines’ competitors for direct
foreign investment. Applicant has to meet customers’
increasingly more stringent requirements, particularly those
customers whose output are the main drivers of our economic
growth and source of export income.

Taxes other than Corporate Income Tax

23.

Table 7. Summary of proposed 5RP Taxes, Levies & Duties (other than Corporate Income Tax)

The proposed expenditure on Taxes, Levies & Duties (other
than corporate income tax) included in'the afore-mentioned
calculation of the ARR is provided as follows:

Expenditure
Other Taxes per Regulatory Year (5RP)
(PhP)
RY2023 RY2024 RY2025 RY2026
Somningl Veloe 475,701,961 | 494,637,056 | 513,238,886 | 532,244,663

a. As provided under ERC Resolution No. 2, Series of

2021, the real property taxes for the 5RP are no longer
included in the forecast and are recovered in
accordance with said resolution.
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b.

The above-mentioned proposed taxes, levies & duties
(other than corporate income taxes) expenditures
show an increase from current levels due to new and
additional impositions initiated by various local
government units within Applicant’s franchise area
such as for changes in the schedule of fees and other

permits.

The forecasts likewise considered the

imposition by Local Government Units of regulatory
fees on Applicant’s poles.

Regulatory Depreciation

24.

The proposed Regulatory Depreciation, which includes an

allowance for assets intended to be disposed of during the
5RP, after allowing for any potential income from the sales of
such disposed assets, is as shown below. The values below
include depreciation both on the assets which make up
Applicant’s RAB at the start of the 5RP and those that
Applicant proposes to be acquired during the 5RP.
Additionally, depreciation is calculated on a straight-line
basis, based on the standard asset lives as approved by the
Honorable Commission, where these are available.

Table 8. Summary of proposed Depreciation (per Regulatory Year)

RY2023 RY2024 RY2025 RYz026
Opening asset base 9,302,798,472 9,302,798,472 8i938,682,990 8,582,000,199
Interim assets before ;
regulatory period 815,265,859 815,265,859 815,265,859 815,265,859

Assets acquired during
regulatory period

1,631,107,781

4,633,642,350

7;123,587,786

9,259,168,762

Subtotal 11,749,172,112 14,751,706,681 16,877,536,635 18,656,434,820

plus Disposals 246,545,589 315,098,024 380,910,799 430,892,073

minus Income from ‘

Disposals (123,272,795) (157,549,012) (190,455,399) (215,446,037)

TOTAL 11,872,444,906 14,909,255,693 17,067,992,035 18,871,880,857
25.  Salesof energy, including those to Applicant, are forecasted as

follows:

Table 9. Summary of forecast energy consumption

(per Regulatory Year)
RY RY RY RY RY
2022 2023 2024 2025 2026
Energy consumption (MWh) | 46,433,106 | 48,489,140 | 49,944,877 | 51,636,283 | 53,526,770
26. The estimates of the afore-mentioned energy sales are based
on the following forecast of co-incident annual peak demand
on the whole distribution network:
Table 10. Summary of forecast peak demand
(per Regulatory Year)
RY RY RY RY RY
2022 2023 2024 2025 2026
Demand (MW) 8,311 8,570 8,839 9,204 9,558
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27.

The estimated price-path for the 5RP, determined using the
proposed ARR and an assumed 0.0310 X-factor and 0.0225
Po-factor, is provided below:

Table 11. Assumed Annual Maximum Average Prices for the Fifth Regulatory

Period

RY RY RY RY
2023 2024 2025 2026

Maximum Annual Price
(PhP/kWh) 1.5663 1.5702 1.5695 1.5664

28.

29.

The Honorable Commission will determine the actual X factor
and Po-factor after its consideration of 'this Application and
the actual price-path after incorporating such amendments to
these proposals as the Honorable Commission deems
necessary. Moreover, the Honorable Commission may amend
one or more of the parameters on which the calculations of the
proposed ARR are based. The actual approved price path is
therefore likely to differ from that estimated above.

Since the Maximum Average Prices (MAP) calculated under
PBR are not comparable with unbundled rates, Applicant, for
illustrative purposes, has prepared a comparison of its current
rates for providing distribution wheeling services with those
that would result from the implementation of the
aforementioned estimated MAPs, which is presented below:

(This space is intentionally left blank.)
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Table 12. Comparison of estimated rates with current rates
(illustrative only)

MAP
Customer Class

Residential & General
Service A (RGSA)
Distribution {Php/kWh)
Up to 200
kwh
201-300
kKWh
301-400
4018 Over
Supply (PhP/kwWh)
Supply
(PhP/CustomerfMonth)
Metering (PhP/kWh)
Metering
(PhP/Customer/Month)

General Service B (GSB})
Distribution (PhpfkWh)
Distribution Demand
Charge (PhPfkW)
Supply
(PhP/Customer/Month)
Metering
(PhP/Customer/Month)

General Power Medium

Secondary {GP Med-

Sac)
Distribution (Php/kWh)
Distribution Demand
Charge (PhP/kW)
Supply
(PhP/Customer/Month)
Metering
(PhP/Customer/Month)

General Power Large

Secondary (GP Lrg-Sec)
Distribution (Php/kWh)
Distribution Demand
Charge {PhP/kW)
Supply
(PhP/Customer/Month)
Metering
(PhP/Customer/Month)

General Power Very

Large Secondary (GP

Very Lrg-Sec)
Distribution (Php/kWh)
Distribution Demand
Charge {(PhP/kW)
Supply
(PhP/Customer/Month)
Metering
{(PhP/Customer/Month)

Currant
Rates
1.3810

1.0012

1.3183
1.6175
2.1387
0.5085

16.73
0.3377

5.00

0.1368
23715
371.48

362.34

0.1368
237.15
84517

849.44

0.1368
237.15
3,505.46

3,626.12

0.1368
237.15
12,726.30
12,075.11

1.1355

1.4952
1.8345
24257
0.5767

18.97
0.3830

5.67

0.1552
268.97
421.32
410.96

0.1552
268.97
958.57

963.42

0.1552
268.97
3,975.82
3,998.11

0.1552
268.97
14,433.89
13,695.33

lllustrative Rates

2024
1.6702

1.1384

1.4989
1.8391
24317
0.5782

19.02
0.3840

5.69

0.1555
269.64
- 422.37
-411.98

'0.1555
'269.64
1960.96

-965.82

'0.1555
'269.64

3,085.72
4,008.07

0.15556
269.64
14,469.83
18,729.43

2025
1.5695

1.1379

1.4982
1.8383

24306
0.5779

19.01
0.3838

5.68

0.1555
269.52
42219
411.80

0.1555
269.52
960.53

965.38

0.1555
269.52

3,983.94
4,006.28

0.1555
269.52

14,463.38
13,723.31

2026
1.5664

1.1356

1.4953
1.8347
2.4258
0.5768

18.98
0.3830

5.67

0.1552
268.99
421.35

410.98

0.1552
268.99
958.63

963.48

0.1552
268.99
3,976.07
3,998.37

0.1552
268.99
14,434.81
13,696.20
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(eneral Power Medium

13.8 kV & Below {GP-

Mediumy)
Distribution (Php/k¥Wh)
Distribution Demand
Charge (PhP/KW)
Supply
(PhP/Customer/Month)
Metering
(PhP/Customer/Month}

General Power Large

13.8 kV & Below (GP

Large)
Distribution (Php/kwhj)
Distribution Demand
Charge (PhP/kW)
Supply
{PhP{Customer/Month)
Metering
{PhP{Customer/Month}

General Power Very

Large/Extra Large 13.8

kV & Balow (GP-VL/XL)}
Distribution (Php/k¥¥h)
Distribution Demand
Charge (PhP/KW)
Supply
(PhP/Customer/Month)
Metering
(PhP{Customer/Month)

General Power Medium

34.5 kY & Below {GP-

Mediumy}
Distribution (Php/kWh)
Distribution Demand
Charge (PhP/KW)
Supply
(PhP/CustomerMonth}
Metering
{(PhP/Customer/Month)

General Power Large

34.5 kV & Below {GP

Large)
Distribution (Php/kWh)
Distribution Demand
Charge (PhP/&W)
Supply
(PhP/Customer/Month)
Metering
(PhP/Customer/Month)

General Power Very

Large/Extra Large 34.5

KV & Below (GP-VL/XL)
Distribution (Php/kWh)
Distribution Demand
Charge (PhP/kW)
Supply
(PhP/Customer/Month)
Metering
{PhP/Customer/Month)

0.0513
182.66
845.17

849.44

0.0513
182.66
3,505.46

3,625.12

0.0513
182.66
12,726.30
12,075.11

0.0513
182.66
845.17

849.44

0.0513
182.66
3,505.46

3,625.12

0.0513
182.66
12,726.30

12,075.11

0.0582
207.17
958.57

963.42

0.0582
207.17
3,975.82

3,998.11

0.0582

20717

14,433.89
13,695.33

0.0682
20717
958.57

963.42

0.0582
207.17
3.975.82

3,998.11

0.0582
207.17
14,433.89

13,695.33

0.0583
207.68
960.96

965.82

0.0683
207.68
3,88572
4,008.07

0.0583
207.68
14,469.83

13,729.43

0.0583
207.68
960.96

965.82

0.0583
207.68
3.985.72

4,008.07

0.0583
207.68
14,469.83
13,729.43

0.0583
207.59
960.53

965.38

0.0583
207.59
3,983.84
4,006.28

0.0583
207.59
14,463.38
13,723.31

0.0583
207.59
860.53

865.38

0.0583
207.59
3,983.94

4,006.28

0.0583
207.59
14,463.38

13,723.31

0.0582
207.18
958.63
963.48

0.0582
207.18
3,976.07

3,998.37

0.0582
207.18
14,434.81

13,656.20

0.0582
207.18
958.63

963.48

0.0882
207.18
3.976.07

3,998.37

0.0582
207.18
14,434.81
13,696.20
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Ganeral Powaer Large

115 & 69 kV {GP Large)
Distribution (Php/kWh) 0.0513 0.0582 0.0583 0.0583 0.0582
Distribution Demand
Charge (PhP/kW) 143,32 162.55 162.96 162.88 162.56
Supply
(PhP/Customer/Month) 3,505.46 3,975.82 3,985.72 3,983.94 3,976.07
Metering
{PhP/Customer/Month) 3,62512 3,998.11 4,008.07 4,006.28 3,998.37
General Power Very
Large/Extra Large 115 &
69 kV {GP-VLIXL)
Distribution (Php/kWh) 0.0513 0.0582 0.0583 0.0583 0.0582
Distribution Demand
Charge (PhPfkW) 143.32 162.55 162,96 162.88 162.56
Supply
(PhP/Customer/Month) 1270630  14,433.89 1446983 1446338  14,434.81
Metering
(PhP/Customer/Month) 12,075.11 13,695.33 1372943 1372331  13,696.20
Government Hospitals,
Metered Streetlighis &
Charitable Institutions
Distribution (Php/kWh) 0.8667 0.9830 0.9854 0.9850 0.9831
Supply
(PhPICustomer/Month) 278.59 315.97 316.76 316.62 315.99
Metering
(PhP/Customer/Month) 278.46 315.82 316.61 316.47 315.84
Flat Streetlights
Distribution (PhPAamp)
125 W
Mercury,
70 W HPS
or their
Equivalent 84.34 95.66 1 85,89 95,85 95.66
250 W
Mercury,
150 W HPS
or their
Equivalent 134.55 152.60 152.98 162.92 152.61
400 W
Mercury,
250 W HPS
or their
Equivalent 224,92 256510 255,73 255.62 25512
400W
HPS or
their ‘
Equivalent 34943 386.32 397.30 397.13 396.34
Supply (PhPflamp)
125 W
Mercury,
70 WHPS
or their
Equivalent 27.28 30.94 131.02 31.00 30.94
250 W
Mercury,
150 WHPS
or their _
Equivalent 43.52 49.36 49.48 49.46 49.36
400 W
Mercury, 72.74 82.50 182.71 82.67 82.51
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250 WHPS
or their
Equivalent
400 W
HPS or
their
Equivalent 113.01 128.17 128.49 123.44 128.18
Average PhP/kWh
Distribution Whaeling
Rate 1.3810 1.5663 1.5702 1.5695 1.5664

Performance Incentive Scheme

30. The revised RDWR prescribes the determination of a Price-
Linked Performance Incentive Scheme. According to this
Performance Incentive Scheme, Applicant will be rewarded if
the service performance levels of its electricity distribution
business exceed the target levels as proposed and will be
penalized if such service performance levels fall below the
proposed targets. The proposed Price-Linked Performance
Incentive Scheme is based on the performance measures and
performance targets shown below. Stepped performance
target levels are proposed, which will influence the size of the
reward or penalty.

Table 13. Summary of proposed Price-linked Performance Incentive Scheme

Reward __Target Penalty
Performance index Units Weight Level A Level B Level C Level D Level E
. SATFT isless | gy i SAIFT is
SAIFI is than or 3
; greater than greater than SAIFL is
System average less than equal to
p i 1.43 but less 2.03 but less greater than
interruption orequalto | 1.43 but
3 than or equal than or equal 2.33
frequency index 1.13 greater than e —
(SAIFI) Number 0.20 1.13 -03 -33
SAIDI is SAIDI is SAIDI1is
System Average SAIDI is less than or | greater than greater than SAIDIis
Interruption : less than equal to 157.04 but 209.06 but
Duration Index Hrntes 0-20 orequalto | 157.04 but less than or less than or greag:r than
(SAIDI) 131.02 greater than | equal to equal to 35.07
131.02 209.06 235.07
: MAIFL is y . :
Momentary Average MAITFI is less than or MATFL is MALFLs A
- greater than greater than MAIFI is
Interruption less than equal to
Number 0.10 7.59 but less 9.21 but less greater than
Frequency Index orequalto | 7.59 but ;
: than orequal | orequalto 10.03
(MAIFT) 6.77 greater than
1019.21 10.03
6.77 -
SLis less
SLis less than or
than or equal to Not Not Not
equal to 6.50% but Applicable Applicable Applicable
6.27% greater than
System losses % 0.20 6.27%
TPA is less
3 than or TPA is greater | TPA is greater
Time to Process ;‘f‘i 1srless equal to than 3.63 than 4.10days | TPAis
Applicati Days 0.10 a 3.63 days days but less but less than greater than
pplications (TPA) equal to bt h ] 1 a
.40 days ut greater than or equa or equal to 4.33 days
3-4 than 3.40 t0!4.10 days 4.33 days
days
TCP is less
; than or TCP is greater | TCP is greater
. TCR 35 Jess equal to than 1.82 days | than2.16 days | TCPis
Time to Connect than or |
P . Days 0.10 1.82 days but less than but less than greater than
remises (TCP) equal to
165 da but greater orequal to or equal to 2.33 days
-b5 days than 1.65 2.16 days 2.33 days
days
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§ CCP is ; o
Call Center answered T than (;1' or equal to 16 74.42% to 68.85% CCP is less
e ; : ; o
Performance (CCP) ;:;’::1;20 equal to ]i if?::;mt but less than but less than than 68.85%
91,15% 91.15% 85.58% 74.42%

31.  Under the revised RDWR, Applicant is likewise required to
propose a Guaranteed Service Level Performance Incentive
Scheme. This Guaranteed Service Level Scheme will directly
compensate customers, in the form of reductions in their
monthly electricity bills, if service performance falls below
certain minimum thresholds. The ‘thresholds and the

penalties that will apply are as shown below:

Table 14. Summary of proposed Guaranteed Service Level Incentive Scheme

Performance Measure

Threshold

Payout level (PhP)

GSL 1: Customer experiencing a
cumulative duration of sustained
interruptions in a Regulatory Year that
exceeds the threshold

15 hours

Php 1,266.51

GSL 2: Customer experiencing a total
number of sustained interruptions in a
Regulatory Year that exceeds the threshold

12 times

Php 1,266.51

GSL 3: Restoration of supply to a
customer after a fault on the secondary
distribution network taking longer than
the threshold time

12 hours

Php 1,266.51

GSL 4: Customer connection not provided
on the day agreed with the customer

2 days minimum,
5 days maximtm

Payout per day — Php

906,17
Minimum Payout — Php
1,812.34
Maximum Payout — Php
4,530.85

a. In accordance with the revised RDWR, Applicant is
entitled to an amount equal to 0.5% of its ARR
(excluding any provision for under-/over-recovery,
regulatory intervention, or efficiency carry-over from
the 3RP), which is intended to be applied to the
Guaranteed Service Level Scheme and can be used to
either provide for penalties under the scheme, or for

network or operational improv

penalties.

ements to avoid such

32.  Insupport of this Application for the approval of its ARR and
Performance Incentive Scheme, Applicant has attached the
following required documents/schedules as described in the
revised RDWR and the Position Paper:
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Table 15. Supporting Information Attached

| Scheduls |

Information provided

A
Al

AZ

A21 |
A22 |

A3

A4

Ad.1
Ad4.2

|

AT

- Regulatory Asset Base

- Explanation on Independent Expezﬁ'é Report

Assels forecast to be acquired during the period between

the initial Roll Forward RAB valuation date and the start of
| the Fifth Regulatory Period.

- Schedule of assets to be acquired
- Justification for assets to be acquired

Forecast asset disposal during the period between the

 initial Roll Forward RAB valuation date and the start of the
' Fifth Regulatory Period.

-~ Schedule of assets to be disposed of
- Value of the assets to be disposed of
- Forecast income from the sale of disposed assets

Roll Ferward depreciation schedules for the RAB for the
 period between the initial valuation date and the start of the
Fifth Regulatory Pericd, for

- Assets included in the Original RAB
- Assets acquired in the lead—up to the Fifth
Regulatory Period

Historical cost depreciation schedules for the RAB for the
period between the initial Roll Forward RAB vaiuation date

 and the start of the Fifth Regulatory Period, for

- Assets included in the Criginal RAB
Assets acquired in the lead-up to the Fifth
Regulatory Period {including those to be completed
from January 2022 to June 2{122}

. Application of the construction work i in progress {CWIP)
- factor to the RAB as at the start of the Fifth Regulatory
Perlod

Sum[maw of the estimated roll forward depreciated
replacement cost and the depreciated historical cost of the
fuli RAB as at the start of the Fifth Regulatory Period (the
openlng value of the rolled-forward RAB).

Financial indices forecast for the Fifth Regulatory

| Period
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B ? F’hilippﬁne q'ufaﬂéfﬂsi c
B2 | United States quartery CPI
B3 PhPIUSS quarterly exchange rate
B4 | 364-day Treasury Bills
c Forecast capital expenditure for the Fifth Regulatory
| Period
Ci Summary of capital expenditure forecasts for each year of
| the Fifth Regulatory Perlod
C1.1 | Real values, divided in PhP and US$ components
€12 | Total real values, in PhP
C13 | - Total nomiral values, in PhP
C14 - Tetal nomiral values with CWIP, PhP
€1.5 - Justification for capital expenditure (Annex A for
major and Annex B for residual projects)
C2 | Summary of capital expenditure projects filed from RY2016
to RY2022 to be commissioned within the SRP {capax
| carry-over)
c2.1 Real values, divided in PhP and US$ components
c2.2 Total real values, in PhP
C23 - Total nominal values, in PhP
C2.4 - Total nominal values with CWIP, in PhP
C2.5 - Justification for CAPEX carry-over
C3 | Broken down historical capital expendiiture
D | Forecast disposals during the Fifth Regulatory Period
D1 | Value of assets to be disposed of (based on roll forward
| register)
Dz _ | Forecast income from the sale of disposed assets
E | Forecast depreciation during the Fifth Regulatory
| Period
E1 Depreciation of the opening asset base
2 | Depreciation of the assets forecast to be acquired during
| the Fifth Regulatory Period ‘
F | Forecast assats used beyond standard lives
5 Forecast addition to assets used beyond standard lives
| Forecast removal from assets used beyond standard lives
G Forecast operating & maintenance expenditure
G1 Summary of forecast operating & maintenance expenditure
31.1
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- Annual expenditure, divided in real PhP and US$
G1.2 companents
G1.2.1 = Annual expenditure, in real FhP
- Annual expenditure, in real 2019 PhHP
G1.3
G1.4 - Annual expenditure, in nominal PhP
- Justification for operating & maintenance
expenditure forecasts
G2
Historical operating & maintenance expenditure
G3
Summary of expenditure on taxes (other than corporate
income tax), duties and levies
G3.1
G3.2 - Annual expenditure, in real PhHP
G333 - Annual expenditure, in nominal PhP
G3.4 - Justification for expenditure
] - Historical taxes. levies & duties
H Ferecast energy consumption and demand
. H1 - Forecast energy consumetion figures {kvhi
H1.1 - Breakdown of consumption figures into custoamer
classes
H1.2 -  Supporting evidence
H2 | Forecast energy demand figures (MW)
H3 | Forecast number of customers, per customer class
I | Carry-overs from the Third Regulatory Pariod
11 Under- or over recovery of revenue to which the regulated
- entity was entitled in terms of the RDWR, but was unable to
| recover or return during the Third Regulatory Period
2 | Regulatory interventions applied by the Commissian in its
' Final Determination on the price-contral arrangements that
would apply to the electricity distribution wheeling rates for
 the regulated entity during the Fifth Reguiatory Period.
13 : Efficiency carny-over as described in Article IX of the RDWR
o ' Proposed Regulatory WACC for the Fifth Regulatory
' Period
K ' Proposed Working Capital
L Preposed Construction Work in Progress (CWIP)
Factor
M Performance incentive scheme datails
Price-linked incentive scheme, Including supporting
M1 information & calculations
M1.1 - Petails of scheme proposed
M1.2 - Proposed target levels
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M1.3 - Actual performance levels against the proposed

indices for the five years prior to this Application

M2 Guaranteed service level scheme, including supporting
information & calculations

2.1 - Details of scheme proposed
M2.2 - Proposed target levels
M2.3 - Actual performance levels against the proposed
indices for the five years prior to this Application
M2.4 - Proposed payout levels ‘
N Additional information for price-cap model

N1 Contact details for input sheets ;
o Detailed calculations for Fifth Regulatory Period

O-1 - Rolled Forward RAB for the Fifth Regulatory Period
- Annual Revenue Requirement (completed Price Cap
Model) %
- Corporate income tax forecasts
- Forecast price-caps for the opening and subsequent
years of the Fifth Regulatory Period
Calculation of demonstrative rates |
Overview of performance of the network and the utility
during the past five (5) years and Proposals for the Fifth
Regulatory Period i

Dl

33. Applicant also hereby submits an overview of its actual
performance during the past five (5) years and its proposal for
the 5RP.

34. Considering the foregoing, Applicant most respectfully prays
for the approval of this Application toi allow it to fulfill its
obligations under PBR and to ensure its continued reliable and
efficient operations and provision of its services to the public,
in general, and its customers, in partictlar.

PRAYER

WHEREFORE, premises considered,, Applicant MANILA
ELECTRIC COMPANY most respectfully prays, after due notice and
hearing, that the instant Application be approved authorizing
Applicant to adopt the proposed Annual Revelue Requirement and
Performance Incentive Scheme for the Fifth Regulatory Period.

Applicant MERALCO prays for suchi other relief as are
deemed just and equitable under the premises!
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Finding the said Application to be sufficient in form with the
required fees having been paid, the Commission hereby sets the same
for determination of compliance with the jurisdictional requirements,
expository presentation, Pre-trial Conference, and presentation of
evidence on the following dates and online platform for the conduct
thereof, pursuant to Resolution No. 09, Series of 20206 dated 24
September 2020 and Resolution No. 01, Series of 2021 dated 17
December 2020 (ERC Revised Rules of Practice and Procedure):”

Date Platform Activity
26 April 2022 Determination of
(Tuesday) at nine o’clock Microsoft comﬁiliigffﬁ?ﬂme
in the morning (9:00 Teams Jur
AM.) requirements and.
o expository presentation
28 April 2022 ; Pre-trial Conference
(Thursday) at nine Microsoft o ———————
o’clock in the morning Teams P evidence
(9:00 AM.)

RELATIVE THERETO, MERALCO is hereby directed to:

1)  Cause the publication of the attached Notice of Virtual
Hearing in two (2) newspapers of nationwide circulation
in the Philippines at its own expense, twice (2x) within two
(2) successive weeks, the dates of publication not being less
than seven (7) days apart, and the date of the last
publication to be made not later than ten (10) days before
the date of the scheduled initial hearing;

2)  Furnish with copies of this Order and the attached Notice
of Virtual Hearing the Offices of the Provincial Governors,
the Mayors and the Local Government Unit (LGU)
legislative bodies within MERALCO’s franchise area for the
appropriate posting thereof on their respective bulletin
boards;

3) Inform the consumers within MERALCO’s franchise area,
by any other means available and appropriate, of the filing
of the Application, its reasons therefor, and of the
scheduled virtual hearings thereon;

6 A Resolution Adopting the Guidelines Governing Electronic:Applications, Filings and Virtual
Hearings Before the Energy Regulatory Commission.

7 A Resolution Adopting the Revised Rules of Practice and Procedure of the Energy Regulatory
Commission.
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4)

5)

Furnish with copies of this Order and the attached Notice
of Virtual Hearing, the Office of the Solicitor General
(OSG), the Commission on Audit (COA), and the
Committees on Energy of both Houses of Congress. They
are hereby requested, if they so desire to send their duly
authorized representatives and attend the scheduled
hearings; and

Furnish with copies of the Application and its attachments
all those making requests therefor, subject to the
resolution of the prayer for confidential treatment of
information, if any, and reimbursement of reasonable
photocopying costs.8 '

Within five (5) calendar days prior to the date of the initial virtual
hearing, MERALCO must submit to the Commission via electronic
mail (e-mail) at docket@erc.ph, copy furnish the Legal Service through
legal@erc.ph, the scanned copies of its written compliance with the
aforementioned jurisdictional requirements attaching therewith,
methodically arranged and duly marked, the following:

1)

3)

4)

The evidence of publication of the attached Notice of
Virtual Hearing consisting of affidavit of the Editors or
Business Managers of the newspaper where the said Notice
of Virtual Hearing was published, and the complete issue
of the said newspapers; |

The evidence of actual posting of this Order and the
attached Notice of Virtual Hearing consisting of
certifications issued to that effect, signed by the
aforementioned Governors, Mayors and LGU legislative
bodies or their duly authorized representatives, bearing the
seals of their offices:

The evidence of other means employed by MERALCO to
inform the consumers within its franchise area of the filing
of the Application, its reasons therefor, and of the
scheduled hearings thereon; |

The evidence of receipt of copies of this Order and the
attached Notice of Virtual Hearing by the OSG, the COA,
and the Committees on Energy of both Houses of Congress;

8 For the e-mail address of the applicant, please see page 26.
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5)  The evidence of receipt of copies of the Application and its
attachments by all those making requests therefor, if any;
and

6)  Such other proofs of compliance with the requirements of
the Commission.

Moreover, MERALCO is hereby required to post on its bulletin
boards, the scanned copies of the foregoing jurisdictional
requirements, together with the newspaper publications and
certifications issued by the concerned Office of the Governors, Mayors,
and Local Legislative Bodies, and to submit proof of its posting thereof.

MERALCO and all interested parties are also required to submit
to the Commission via e-mail at docket@ere.ph, copy furnish the Legal
Service through legal@erc.ph, at least five (5) calendar days before the
date of the scheduled initial virtual hearing and Pre-trial Conference,
their respective Pre-Trial Briefs containing, among others:

1) A summary of admitted facts and proposed stipulation of
facts;

2)  Theissues to be tried or resolved;

3) The documents or exhibits to be presented, stating the
purposes and proposed markings therefor, which should
also be attached to the Pre-trial Brief; and

4)  The number and names of the witnesses, with their written
testimonies in a Judicial Affidavit form attached to the Pre-
trial Brief.

MERALCO must ensure that all the documents or exhibits
proposed to be presented have already been duly submitted to the
Commission at least five (5) calendar days before the date of the
scheduled initial virtual hearing and Pre-trial Conference pursuant to
the preceding paragraph. |

Failure of MERALCO to comply with the above requirements
within the prescribed period shall be a ground for cancellation of the
scheduled hearing, and the resetting of which shall be six (6) months
from the said date of cancellation.
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MERALCO must also be prepared to make an expository
presentation of the instant Application, aided by whatever
communication medium that it may deem appropriate for the purpose,
in order to put in plain words and explain, for the benefit of the
consumers and other concerned parties, the nature of the Application
with relevant information and pertinent details substantiating the
reasons and justifications being cited in support thereof.

MERALCO is hereby directed to file a copy of its Expository
Presentation via e-mail at docket@erc.ph, copy furnish the Legal
Service through legal@erc.ph, at least five (5) calendar days prior to
the scheduled virtual hearing. MERALCO shall also be required, upon
the request of any stakeholder, to provide an advance copy of its
expository presentation, at least five (5) calendar days prior to the
scheduled virtual hearing.

Any interested stakeholder may submit its comments and/or
clarifications at least one (1) calendar day prior to the scheduled virtual
hearing, via e-mail at docket@erc.ph, copy furnish the Legal Service
through legal@erc.ph. The Commission shall give priority to the
stakeholders who have duly submitted their respective comments
and/or clarifications, to discuss the same and propound questions
during the course of the expository presentation.

MERALCO is hereby directed to submit, either through personal
service, registered or ordinary mail/private courier, one (1) set of the
original or certified true hard/printed copy/ies of its Jurisdictional
Compliance, Expository Presentation, Pre-trial Brief, and Judicial
Affidavit/s of witness/es, within five (5) working days from the date
that the same were electronically submitted, as reflected in the
acknowledgment receipt e-mail sent by the Commission. Similarly, all
interested parties who filed their Petition for Intervention or
Opposition are required to submit the hard/printed copy thereof
within the same period through any of the available modes of service.

(This space is intentionally left blank.)
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Finally, MERALCO, including its authorized representative/s
and witness/es, are hereby directed to provide the Commission, thru

legal.virtualhearings@erc.ph, with their respective e-mail addresses
upon receipt of this Order. The Commission will send the access link/s

to the aforementioned hearing platform within five (5) working days
prior to the scheduled hearing.

SO ORDERED.
Pasig City, 24 March 2022.

FOR AND BY AUTHORITY
OF THE COMMISSION:

—
AGNES VST DEVANADERA
Chairperson and CEQO

ERC
’—éc‘ k4 Office of the Chairperson
LS: M{M/LSP/MCCG REHEARIRAIRATREATIE

“AVSTD-2022-03-510-0062"
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Copy Furnished:

L Manil Eleciric Company (MERALCO)
Applicant
MERALCO Compaund, Loper Building,
Ortigas Avenue, Pasig City
egulalunlegal adminéineralen. com,uli;
regalfRis@nemlcu.coneh

a Allys. Francis Dino 8. Anlonio, Hazel Rose B, Sce, Adrian Rex C, Dimalania,
Isagani C. Coruna 11, and Edgar Michael C. Robles
7" Floor, Lopez. Duilding,
Ortigas Avenie, Pasig Clty
. i

cam.ph; il ™
di comlt; lecor luzcon.oh;
encebles@uemlce.conuh
@& Qffics of the Soliclor General (05G)
134 Amorsale Sireel, Legaspi Village, Makatl City
dockel @asecov.ol
¢ Commissian on Audit (COA)
Commaonwealth Avenue, Quezon City
sitizensdesk@con.govply
5 Genale Cor ce an Ener;

GSIS Bulldi
seialeencorcommitleg

Roxas Baulevard, Pasay City
iEgaallcon

6. House Commiltes on Brergy
Datasan Hills, Quezan City
il g v,
7 Regulnlory Operations Service
Energy Regulatory Commission
Pacllic Canter Building, San Miguel Avenue, Pasiy City
ros@ern.ph
B, Officeol the City Mayor
City of Caloocan

9 Office of he Local Gavernmenl Unil (1.G1) Legislative Body
City of Caloocan

0. Ofice of the City Mayor
City of Las Pinas

" Office of the Local Gavernment Unlt {LEU) Legislative Body
City of Las Finas

12, Officeaf the City Mayor
City of Makati

13, Office of the Local Government Unft (LGU) Legislative Pody
City of Makali

14, Office of the City Mayor
Cily of Malabon

15. Office of the Local Gavernment Unit (LGU) Leglelative Body
City af Mataban

16, OMice of the City Mayor
City of Mandaluyong

17. Office of the Local Government Unit {LGU) Legislative Body
City of Mandalupang

18, Office of the City Mayor
City of Manlln

19 Office of the Local Government Unii (LGU) Legislative Body
Cily-af Manila
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45, Office of the Local Gavernment Unit (LGU) Legislative Body
Balaglas, Bulacan

6. Office of the Mayar
Baliwag, Bulacan

47, Office of the Local Government Unit (LGU) Legislative Body
Baliwag, Bulacan

48, Office of the Mayor
Bocaue, Bulgean

49- Ofice of the Local Government Unit (LGU) Legislative Body
Bocaue, Bulacan

50.  Office of the Mayor
Bulaean, Bulacan

51 Office of the Local Gavernmenl Unlt (LGU) legislalive Body
Bulean, Bulacan

5%, Office of the Mayar
Buslos, Bulican

53.  Office of the Local Government Unit (LGU) Legislalive Body
Buslos, Bulacan

54 Office of the Mayor
Calumpit, Bulacan

55.  Office of Ihe Local Goveenment Unit {LGU) Legislative Body
Calumpil, Bulacan

56, Office of the Mayor
Dana Remedios Trinidad, Bulacan

57 Office of the Local Government Unil (LOU) Legislative Body
Dana Remedios Trinided, Bulacan

58, Office of the Mayor
Guigulnto, Bulacan

59.  Officef the Local Government Unit (LGU) Legistative Body
Guigulnto, Bulacan

60,  Office of the Mayar
Hagonay, Rulacan

61 Office of the Local Government Unit (LGU) Legislafive Body
Haganay, Bulacan

62, Office af the City Mayor
Malalos, Bulcan

63, Office of the Local Unit (LGU) Legislative Body
Malblas, Bulscan

64, Office of the Mayar
Marilsa, Dulacan

65 Office of the Local Gavernmenl Unit (LGU) Legishative Body
Marilao, Bulacan

66, Officel the City Mayor
Meycauayan, Bulacan

&7, Office of the Local Gavernment Unit (LGU) Legislative Body
Meycavayan, Bulacan

68, Office of the Mayor
Nortagaray, Bulacan

o
£

Office of the Lacal Gavernment Unit (LGU) Legislative Hody
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30, Office of the City Mayar
City of Mariklna

21 Office of the Local Goverament Unit (LGLT) Leglshative Body
City of Marikina

22, Office of the Clty Mayor
City of Muntiniupa

23.  Office of the Local Government Unit (LG Legislative Bedy
City of Muntinlupa

24, Office of the City Mayor
City of Navatas

25, Offiee of the Local Gavernmen Unlt (LGU) Leglslative Body
Clty of Navolas

6. Office of the Clty Mayar
Cityof Paranaque

27, Office of the Local Government Unit (LGU) Legislative Body

City of Paranaque.

28, Qffice of the City Mayor
City of Pasay

29 Office of the Local Government Unit (LGU) Leglslative Body
City of Pasay

30, Office of the City Mayor
City of Pasig

3t Office of the Local Government Unlt (LGU) Legislative Body
City of Pasig

33, Office of the Municipal Mayar
Municipality of Pateros

33, Office of the Local Government Unit (LGU) Leglslutive Body
Municipality of Pateros

34.  Office of the City Mayor
City of Quezan

35, Office of the Local Government Unit (LGU) Leglstative Body
City of Quezon

35 Office of the City Mayar
City of Sari Juan

a7 Offics of 1he Local Government Unit (LOU) Legislative Body
City of San Jwan

38, Office of the City Mayor
Clty of Taguig

39.  Office of the Local Government Unit (LGU Leglslative Bady
City of Taguig

40.  Office of the City Mayor
City of Valenzuels

41, Office of the Local Gavarnment Unit (LOU) Legisialive Body
Clty of Valenzuela

43, Officcof the Mayor
Angat, Bulacan

43, Office of the Local Government Unit (LGU) Legislative Body
Angat, Bulacan

44, | Office of the Mayar
Balagtas, Bulacan
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Noczagaray, Bulacan

76, Office af the Mayor
Obando, Bulacan

71 Office of the Lacal Government Unit (LGAT) Legislalive Body
Obande, Bulacan

72, Office of the Mayar
Pandi, Bulacan

?3.  Office of the Local Government Unit (LGU) Legistative Body
Pandl, Bulacan

74 Office of the Mayor
Paombang, Bulacan

75 Office of the Local Goverament Unit (LGU) Leglslalive Body
Faombong, Bulacan

76, Office af the Mayor
Plaridel, Bulacan

7% | Office afthe Local Gavernment Unit (LOU) Leglslative Body
Plaridel, Bulacan

78.  Officeof the Mayor
FPulilan, Bulacan

79.  Office of the Local Government Unit (LGU) Leglslative Body
Pulilan, Bulacan

Bo.  Ofice of the Mayor
8an ldefonso, Bulscan

81 Office of the Local Gavernment Unit (LGU) Lagislative Body
San [idefonso, Bulacan

B2,  Office of the City Mayor
Ban Jose del Monte, Bulacan

B3.  Officaof the Local Gavernmen! Unit (LGU) Leglsintive Bady
San Jose del Monte, Bulacan

84.  Dffice of the Mayor
8an Miguel, Bulscan

85, Office of the Local Government Unit {LGU) Legistalive Body
Ban Miguel, Bulacan

B6.  Office of the Mayor
San Rafael, Bulacan

8. Officeof the Local Government Unit (LGU) Legislative Body
8an Rafoel, Bulacan

B8.  Office of 1he Mayar
§ta. Maria, Bulacan

B9, Office of the Local Gavemnment UniL (LG Leglslative Hody
2, Magia, Bulacan

90.  Office of the Mayor
Alfonso, Cavite

91.  Ofice of the Local Gavernment Unil (LGU) Legislative Body
Alfonso, Cavile

9% Office of the Mayor
Amadeo, Cavite

93 Office of the Local Government Unit (LGU) Legishative Body
Amadeo, Cavite
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ga.  Office of the Mayar
Bacoor, Cavite
95 Office of the Local Government Unit (LGU) Legislative Body

96.

101,

107,

108,

10,

ua.

4.

16,

u7.

18,

Bacoor, Cavite

Officeof the Mayor
Carmona, Cavite

Office of the Local Government Unit (LGU) Legislative Body
Carmona, Cavite

Office of the Mayor
Cavite, Cavite

Office of the Local Gevernment Unit (LGU) Leginlative Body
Cavite, Cavite

Office of the Mayor
Dasmarinas, Cavite

Office of the Local Government Unit (LGU) Legislative Body
Dasmarinas, Cavite

Office of the Mayor
General Emilio Aguinaldo, Cavite

Offic= of the Local Government Unit (LGU) Leialative Body
General Emilio Agvinaido, Cavite

Office of the Ma;
General Mariano Alvarez, Cavite

Office of the Local Government Unit (LGU) Legislative Body
eral Mariana Alvarez, Cavite

Office of the Mayar
General Trias, Cavite

Office of the Local Unit (LGU] Legislative Bady
General Trias, Cavile

Office of the Mayor
Imus, Cavile

Office af the Local Government Unit (LGU) Legislative Body
Imus, Cavite

Offiée of the Mayor
Indang, Cavite

Office of the Local Government Unit (LGU) Legislative Body
Indang, Cavite

Office of the Mayor
Kawit, Cavite

Office of the Local Government Unit (LGU) Legislative Body
Kawit, Cavite

Office of the Mayor

Magallanes, Cavite

Office of the Local Government Unit (LGU) Legisiative Body
Magallanes, Cavite

Office of the Mayor

Mamgendon, Cavile

o Local Unit (LGU) Legislative Body
Marsgondon, Cavite

Office of the Mayor

Mendez, Cavite
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147,

18,

49,

150,

152

153,

Office of the Local Covernment Unit (LGU) Legislative Body
Binangonan, Rizal

Office of the Mayor
Cainta, Rizal

Office of the Local Gavernment Unit (LGU) Legialative Body
Cainta, Rizal

Office of the Mayor
Cardona, Rizal

Office of the Local Government Unlt (LGU) Legislative Body
‘Cardoon, Rizal

Office of the Mayur
Jala~nla, Rizal

Office of the Local Government Unit (LGU) Legislative Body
JalaJala, Rizal

Office of the Mayor
Morong, Rizal

Office of the Local Gevernment Unit (LGU) Legislative Body
Morong, Rizal

Office of the Mayor
Pililla, Rizal

Office of the Local Government Unit (LGU) Legialative Body
Pililla, Rizal

Office of the Mayor

Rodrigues, Rizal

Office of the Local Government Unit (LGU) Legisiative Body
Rodriguez, Rizal

Office of the Mayor
San Mateo, Rizal

Office of the Local Gavernment Unit (LGU) Legislative Body
San Matco, Rizal

Office of the Mayar
Tanay, Rizal

Offic= of the Local Goveenment Unit (LGU) Legialative Body
Tanay, Rizal

Office of the Mayor
Taytay, Rizal

he Local Unit (LGU) Legialative Body
Taytay, Rizal

Office of the Mayor
Teresa, Rizal

Office of the Local Government Unit (LGU) Legialative Body
Teress, Rizal

Office of the Mayor
Batangas, Batangas

Office of the Local Government Unit (LGU) Legialative Body
Batangas, Batangas

Office of the Mayor
San Pascual, Batangas

Office of the Local Gavernment Unit (LGU) Legislative Body
San Pascual, Batangas

119,

132,

133,

134,

135-

136.

37

18,

139,

140,

1as,

Office of the Local Government Unit (LGU) Legislative Body
Mendez, Cavite

Office of the Mayor
Naig, Cavite

Office of the Loeal Government Unit (LGU) Legjslative Body
Male, Cavite

Office of the Mayor
Noveleta, Cavile

Office of the Loeal Government Unit (LGU) Leglslative Body
Noveleta, Cavite

Office of the Mayor
Rosario, Cavite

Office of Lhe Local Government Unit (LGU) Legislative Budy
Rosario, Cavile

Office of the Mayor

Silang, Cavite

Office of the Local Government Unit (LGU) Legistative Body
Silang, Cavite

Office of the Mayor
Tagaytay, Cavite

Office of the Local Government Unit (LGU) Legisintive Dody
Tagaytny, Cavile

Office of the Mayor
Tanza, Cavite

Office of the Local Governinent Unit (LGU) Legislative Body
“Tanza, Cavite

Office of the Mayor
Ternate, Cavite

Office of the Local Government Unit (LGU) Legislative Body
Ternate, Cavite

Office of the Mayor
Trece Martires, Cavite

Offiee of the Local Government Unit (LGU) Legislative Body
Trece Martires, Cavile

Office of the Mayor
Angono, Rizal

Office of the Local Government Unit (LGU) Legisiative Blody
Angono, Rizal

Office of the Mayor
Antipalo, Rizal

Office of the Local Governmient Unit {LGU) Legisiative Body
Antipolo, Rizal

Office of the Mayur

Baras, Rizal

Office of the Local Governient Unil (LGU) Legislative Body
Barms, Rizal

Office of the Mayor
Binangonan, Rizal
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168,  Office of the Mayor
Sto. Tomas, Batangas

169, Office of the Lacal Covernment Unit (LGU) Lagislative Body
Sto. Tomas, Batangas

170,  Office of the Mayor
Alaminos, Laguna

171, Office of the Local Government Unit (LGU) Legislative Body
Alaminos, Laguna

172 Qffice of the Mayor
Bay, Laguna

173 Office of the Local Government Unit (LGU) Legishative Body
Bay, Laguna

174.  Office of the Mayor
Binan, Laguna

175.  Office of the Local Governiment Unit (LGU) Legislative Body
Binan, Laguna

176.  Office of the Mayor
Cabuyag, Laguna

177 Office of the Local Government Unit (LGU) Legialative Body
Cabuyao, Laguna

178.  Office of the Mayor
Calambo, Laguna

179 Office of the Local Governinent Unit (LGU) Legisiative Body
Calnmnba, Laguna

180, Office af the Mayor
Calauan, Lagtina

181 Office of the Local Government Unit (LGU] Legislative Body
Calnuan, Laguna

1B2. Office of the Mayor
Liliw, Laguna

183.  Office of the Local Government Unit (LGU) Legisintive Body
Liliw, Laguna

384, Office of the Mayor
Loa Banos, Laguna

185, Office of the Local Government Unit (LCU) Legislative Body
Lo Banas, Laguna

186,  Office of the Mayor
Lulsiana, Lagyna

187, Office of the Local Gaverniment Unit (LGU) Legislative Body
Luisiana, Laguna

18B. Office of the Mayar
Magdaiena, Laguna

185, Office of the Local Goverument Unit (LGLT) Leglslative Body
Magdalena, Laguna

190, Office of the Mayor
Majayiuy, Laguna

195 Office of the Local Government Unit (LGU) Legisintive Dody

Majayjny, Laguna
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192,

193.

194,

195.

196.

197,

13,

4.

215,

6.

Office of the Mayor
Nagearlan, Laguna

Office of the Local Government Unit (LGU) Lagislative Nody
Nagearlan, Laguna

Office: of the Mayor
Pila, Laguna

Office of the Local Gevernmen! Unit (LGU) Legislative Body
Pils, Laguns

Office of the Mayor
Rizal, Laguna

Oiffice of the Local Government Unit (LGU) Legislative Body
U

Office of the Mayar
San Pablo, Laguna

Office of the Loeal Government Unit (LGU) Legistative Body
San Pablo, Laguna

. Office af the Mayor

San Pedro, Laguna

Office of the Local Government Unit (LBU) Legislative Body
San Pedro, Laguna

Office of the Mayor
8ta. Cruz, Laguna

Office of the Lacal Gavernment Unil (LGU) Legislative Body
$ta. Crue, Lagunn

Office of the Mayar
Sta. Resa, Laguna

Office of the Local Government Unit (LOU) Legislative Body
5ta, Rosa, Laguna

Office of the Mayor
Victoria, Laguna

Office af the Local Government Unit (LOU) Legislative Body
Vicioria, Laguna

Office of the Mayor
Candelaria, Quezan

. Office of the Local Government Unit (LGU) Legislative Body

Candelaria, Quezan

Office of the Mayor
Dolores, Quezan

Office of the Local Gavernment Unit (LGU) Legislative Body
Dolares, Quezan

Officz of the Mayar
Luchan, Quezon

Office of the Local Gavernment Unlt (LGU) Legialative Body
Luchan, Quezan

Office of the Mayar
Lucena, Queson

Office of the Loeal Govarnment Unit (LGU) Legislative Body
Lucena, Quesan

Office of the Mayor
Mnuban, Quezan
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241,

242,

243,

244.

=

s

w
x
El

Office af the Local Gavernment Unit (LGU) Legislative Body
Pravinee of Rizal

Office of the Governor
Frovinee of Batangas

Office of the Local Gavernment Unit (LGU) Legistative Body
Province of Batangas

Office of the Governor
Province of Laguna

Office of the Local Government Unit (LGU) Legislative Body
Trovince of Laguna

Office of the Governor
Pruvinee of Quezan

Office af the Local Government Unit (LG) Legislative Bady
Pravines of Quezan

Office of the Governar
Pravinee of Pampangs

Offica ol the Local Government Unit (LGU) Legislative Body
Pravince of Pampangs
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27,

218,

219,

220,

221,

223,

224;

2250

2a7,

230,

219,

&

-3

236,

2y

>

238.

239,

Office of the Local Gavernment Unil (LGU) Legislative Body
Mauban, Quezon

Office of the Mayor
Pagbilag, Quezan

Office of the Local Government Unit (LGU) Legislative Body
Pagbilao Queran

Office of the Mayar
Sampalog, Quezon

Office of Lhe Lacal Government Unil (LGU) Legislativa Body
Sampaloc, Quezon

Office of the Mayor
8an Anlenio, Quezan

‘Office of the Local Gavernment Unit (LOU) Legislative Body
8an Antonio, Quezon

Office of the Mayor
Sarlaya, Quezan

Office of Lh 1 Unit (LGU) Legislative Body
Sariaya, Quezon

Ofice of the Mayor
Tayabas, Quezon

Office of the Local Government Unit (LGU) Legislative Body
Tayabas, Quezon

Office of the Mayor
Tiaong, Quezon

Office of the Local Government Unil (LOU) Legiststive Body
Tisong, Quean

Office of the Mayor

Apalit, Painpangn

Office of the Loca] Government Unit (LGU) Legislative Body
Apalit, Pampanga

Office of the Mayor
Candaba, Pampsnga

Office of the Local Government Unit (LGU) Legislative Body
Candaba, Pampangs

Office of the Mayor
San Siman, Fampanga

Office of the Lacal Government Unit {LOU) Legistative Body
San Simon, Pampanga

Office of the Govecnor
Provinee of Bulacan

Office of the Local Government Unlt (LOU) Legislative Body
Provinee of Bulacan

Office of the Governor
Province of Cavite

Office of the Local Government Unit (LGU} Legislative Body
Pravince of Cavite

Office of the Gavernor
Provinee of Rizal




Republic of the Philippines
ENERGY REGULATORY COMMISSION
Pasig City

IN THE MATTER OF THE

APPLICATION FOR
APPROVAL OF THE
ANNUAL REVENUE
REQUIREMENT AND
PERFORMANCE

INCENTIVE SCHEME FOR
THE FIFTH REGULATORY
PERIOD (REGULATORY
YEARS 2023-2026) IN
ACCORDANCE WITH THE
PROVISIONS OF THE

RULES FOR  SETTING

DISTRIBUTION

WHEELING RATES

(RDWR)

MANILA ELECTRIC

COMPANY (MERALCO),

Applicant.

X-- m——=- --=-X

ERC CASE NO. 2022-015 RC

Promulgated:
March 31, 2022

NOTICE OF VIRTUAL HEARING

TO ALL INTERESTED PARTIES:

Notice is hereby given that on 16 March 2022, Manila Electric
Company (MERALCO) filed an Application dated 10 March 2022,
seeking the Commission’s approval of its Annual Revenue
Requirement (ARR) and Performance Incentive Scheme (PIS) for the
Fifth Regulatory Period covering Regulatory Years (RYs) 2023 to 2026,
in accordance with the provisions of the Rules for Setting Distribution

Wheeling Rates (RDWR).

The pertinent allegations of the Application are hereunder

quoted as follows:

i, Applicant MERALCO is a private corporation duly organized
and existing under the laws of the Republic of the Philippines,
with principal office located at Lopez Building, Ortigas
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Avenue, Barangay Ugong, Pasig City. It may be served with
notices and other processes of this Honorable Commission

through its undersigned counsel at the address indicated
herein.

2, Applicant has a legislative franchise to construct, operate and
maintain an electric power distribution system for the
conveyance of electric power to the end-users in the cities and
municipalities of Metro Manila, Bulacan, Cavite and Rizal,
and certain cities/municipalities/barangays in Batangas,
Laguna, Quezon and Pampanga, pursuant to Republic Act No.
9209.

L. BACKGROUND

g, Applicant entered Performance-Based Regulation (PBR) at
the Second Regulatory Period (2RP) as part of the First Entry
Group. Applicant’s revenue application for the 2RP was filed
before the Honorable Commission on 1 September 2006 and
approved, with modification, in a Decision dated 30 August
2007, attaching thereto the Honorable Commission’s Final
Determination on the Price Control Arrangements for the
2RP.

4. Subsequently, Applicant filed its revenue application for the
Third Regulatory Period (3RP) under PBR on 18 June 2010
under ERC Case No. 2010-069 RC. This was approved, with
modification, in a Decision dated 6 June 2011, attaching
thereto the Honorable Commission’s Final Determination on
the Price Control Arrangements for the 3RP.

5. Starting the 3RP and up to the date of this Application,
Applicant has operated its electricity distribution network
efficiently and in accordance with the Honorable
Commission’s rules and guidelines.

a. Capital Investment

During the 3RP, Applicant embarked on the Capital
Expenditure (CAPEX) Program approved under the Final
Determination. The approved CAPEX program and the
emergency CAPEX projects, which Applicant was constrained
to undertake, served to maintain the integrity and efficiency
of Applicant’s distribution system, while providing additional
capacity to meet existing and future demand. After the 3RP,
Applicant filed annual applications with the Honorable
‘Commission for the approval of its CAPEX projects.

From 1 January 2016 until 30 January 2022, Applicant
completed several major projects including: (a) the
construction and development of sixteen (16) new substations
with additional total capacity of 1,546 MVA; (b) expansion of
thirty-two (32) existing substations with a total additional
capacity of 2,944 MVA; (c¢) construction of 5-115 kV and 2-69

1 Docketed as ERC Case No. 2006-045 RC.
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kV subtransmission lines; (d) replacement of nine (9) power
transformers; (e) replacement of Call Center System (CTI,
Voice Logger and Telephony Infrastructure); and (f)
acquisition of several systems including the Enterprise
Geographic Information System (GIS) — Phase 1.

b. Operating Performance

Applicant’s operating and maintenance expenditure (OPEX)
for the last five (5) years showed operational efficiencies and
productivity improvements. This is shown by the following:

1 Annual OPEX per customer or total costs
associated with delivering electricity to the
ultimate customers averaged PhP2,646 for the
past 5 years, lower than the annual average
OPEX per customer of PhP2,792 during the
3RP.

il Total OPEX associated with each kWh of
electricity distributed to ultimate customers
during the past 5 years averaged PhPo.41
compared with PhP0.45 during the 3RP.

iil. It should be noted that OPEX for RYs 2020 and
2021 were significantly affected by the COVID-
19 pandemic. These include deferment of
payments by the customers; disruptions in the
supply chain as vendors/suppliers experienced
equipment shortage, constrained movements,
and limited staff; and incurrence of additional
costs to cover the health and safety of
MERALCO workforce. Nonetheless, as a result
of the COVID-19 pandemic, MERALCO
accelerated its technology solutions to address
remote work arrangement, digital/contactless
payments from customers and vendors, and
virtual communications and engagement with
the customers; and rolled out cybersecurity
solutions to manage the increasing security
risks and threats. These expenses were critical
to the sustained reliable and safe operation of
MERALCO’s distribution network and delivery
of services to the consumers despite the
challenging circumstances.

e Performance against Price-Linked Performance
Indices

Despite the absence of regulatory framework after the 3RP,
Applicant’s Price-Linked Performance Indices relatively
continued to improve over the years.

The total System Average Interruption Frequency Index
(SAIFI) of 1.50 times in CY2020 showed a 31.19%
improvement over the SAIFI of CY2016 (2.18 times). Planned
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SAIDI, or the average duration of planned interruptions a
customer experienced, improved from 54.68 minutes in
CY2016 to 53.31 minutfes in CY2020. CAIDI, or the average
outage duration of interruptions customers experienced,
however, increased by 5.05% with the improvement in T-
SAIFT outpacing the improvement in T-SAIDI in CY2020.

The power quality indicator measured through the Probability
of Voltage Violation (pVv) index slightly deteriorated in
CY2021, with 1 violation measured compared with zero or no
measured violation in CY2016. By the end of CY2020, System
Loss is at 6.08% which is an improvement of 0.27 percentage
points from CY2016 System Loss of 6.35%.

In terms of service performance indicators, Time to Process
Applications (TPA) and Time to Connect Premises (TCP) are
consistently performing above expected target levels for
CY2016 up to CY2020 based on the approved targets for the
3RP. The TCP improved by 31.71%, from 2.68 days (CY2016
performance) to 1.83 days (CY2020 performance). Similarly,
TPA slightly increased by 9.6% from 3.54 days in CY2016 to
3.88 days in CY2020.

Call Center Performance (CCP) follows a similar trend, with
Level A Rewards levels of performance from CY2016 up to
CY2019, and only breached the Level A Reward threshold of
9.81 seconds in CY2020 because of the surge of incoming calls
due to the impact of the COVID-19 pandemic.

d. GSL Scheme

The Guaranteed Service Level (GSL) scheme requires the
Applicant to provide pay-outs to directly compensate a
customer if certain service delivery performance standards
are not met.

Applicant’s over-all performance in the GSL indicators after
the end of the 3RP was continuously monitored despite the
absence of the GSL framework. Using the 3RP threshold as
reference, GSL performance were maintained below the
allotted violation limits. The marked reduction in GSL
violations can be attributed to the improvement in the overall
reliability performance of the electric: distribution system,
which has led to the decrease in the frequency and duration of
interruptions. In addition, increased awareness of the
Applicant’s personnel on the GSL and its impact on customer
service, as well as reduction of secondary distribution line
outages due to pilferage, also contributed to the reduction of
GSLviolations. Supporting information systems were likewise
developed to provide line organizations with regular reports
on the GSL levels.
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IIL.

10.

11.

THE INSTANT APPLICATION - FIFTH REGULATORY
PERIOD

Applicant will continue operating under PBR, entering the
Fifth Regulatory Period (5RP) as part of the First Entry
Group. 2 This 5RP will commence on 1 July 2022 and
terminate on 30 June 2026.

The filing of this Application for the approval of the 5RP
Annual Revenue Requirement (ARR) and Performance
Incentive Scheme (PIS) is in accordance with the Honorable
Commission’s revised Rules for setting Distribution Wheeling
Rates (RDWR) for Privately Owned Distribution Utilities
entering Performance Based Regulation dated 2 December
2021.

Applicant has prepared its proposal in accordance with the
conditions described in the afore-mentioned RDWR and in
the implementing guidelines issued by the Honorable
Commission in its Position Paper on the Regulatory Reset for
the July 2022 to June 2026 Regulatory Period for Privately
Owned Distribution Utilities subject to Performance Based
Regulation, dated December 2021 (Position Paper). The
application submitted to the Honorable Commission made
use of the methodology described in the RDWR, the Position
Paper and applied the financial spreadsheet model titled
Price-Cap-MODEL-GroupA-5t_RP.xls (Price-Cap Model)
that was provided to the Applicant by the Honorable
Commission.

Applicant proposes that the ARR and PIS values to be
approved form the basis of the X-factor, Po-factor and the
Maximum Annual Prices (MAP) that will apply to Applicant
and on which it will base its rate setting for the 5RP.

Annual Revenue Requirement (ARR)

The proposed ARR is based on the Building Block calculation3
described in the RDWR, with the exclusion of corporate
income tax.

As prescribed under the revised RDWR, 4 included in the
proposed ARR are allowances for under- or over-recoveries
carried over from the 3RP, allowances for regulatory
interventions imposed by the Honorable Commission during
the 3RP, where applicable, and provision for an efficiency
carry-over calculated in accordance with pertinent rules and
regulations.

2 The entry group was originally described in Annex B of ERC Resolution No. 12-02 Series of 2004
entitled, “Adopting a Methodology for Setting Distribution Wheeling Rates”, dated 10 December

2004, and later amended by the Honorable Commission to provide for four entry points.
3 Revised RDWR, Article 4.7.1.
4 Revised RDWR, Article 6.4.2.
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12.

The proposed ARR for each Regulatory Year based on the
Building Block computation under the revised RDWR is set
forth below:

Table 1. Annual Revenue Requirement as per Building Block approachs
Proposed Revenue Requirement per Regulatory Year (Nominal PhP)

— Proposed Revenue Requirement per Regulatory Year
Saidtng il (PhP millions, Nominal)
2023 2024 2025 2026
Operating and
maintenance
T 27,824.45 28,945.60 31,006.93 33,163.99
Taxes, levies & duties
(other than corporate
tax) 475.70 494.64 513.24 532.24
Regulatory
depreciation 11,872.44 14,909.26 17,067.99 18,871.88
RESSEi. o Ga sl 25,859.06 30,585.19 34,105.68 36,390.90
Revenue Requirement
Subtotal 66,031.66 74,934.68 82,603.84 88,959.01
Allowance for
under/over recovery 273.44 277.26 286.68 204.42
Allowance for
regulatory ~ : } ~
intervention
Efficiency carry-over 1,874.62 3,156.96 1,490.47 176.86
TOTAL REVENUE
REQUIREMENT 68,179.71 78,368.90 84,470.99 89,430.30
13.  The ARR is based on a proposed rolled-forward value of the

Applicant’s Regulatory Asset Base (RAB) as described below.
The opening value of the RAB for the 5RP is based on the value
of the RAB as of 31 December 2021, and rolled forward using
the projected CAPEX additions, depreciation and disposals
from 1 January 2022 to 30 June 2022. The Applicant notes
that the 31 December 2021 value of the RAB used in this
Application is an interim value only. This value will be
updated based on the final Independent Expert’s Report,
applying the Honorable Commission’s RAB Roll-Forward
Handbook for Privately Owned Distribution Utilities, issued
under ERC Resolution No. 11, Series of 2021.

Table 2. Summary of proposed Rolled-forward Regulatory Asset Base

Rolled-forward Regulatory Asset Base (Nominal PhP)

RYz2023

RY2024

RY2025

RY2026

Opening Value of RAB

172,6090,108,224

211,244,970,789

243,981,205,209

264,002,772,821

Depreciation on RAB

11,872,444,906

14,909,255,603

17,067,992,035

18,871,880,857

Capital Expenditure 50,394,344.727 47,603,477,043 37,038,771,540 32,807,389,958
Change in assets used over

regulatory lives 32,872,745 42,013,070 50,788,106 57,452,276
Closing Value of RAB 211,244,970,789 243,981,205,209 264,002,772,821 277,995,734,199

Average RAB for the Year

101,967,584,507

227,613,087,999

253,991,989,015

270,999,253,510

5 The meaning and application of these parameters are as described in the revised RDWR.
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14.  Due to delays in project implementation during the Lapsed
Period, several Major Capex Projects are tagged as “Carry-
over’. Such are projects that are essential for the
improvement of Applicant’s operations, but were pushed back
due to difficulties such as the COVID-19 Pandemic. These
projects are slated to be commissioned by RY 2023 and RY
2024, and will be part of the 5RP RAB computations.

Table 3.

Summary of Proposed Lapsed Period Carry-Over Capital Expenditure

Lapsed Period Carry-Over Capital Expenditures per; Regulatory Year

RY2023 RY2024

Nominal Value

12,358,419,638 3:552,715,525

Nominal Value with CWIP 12,606,163,076 3,632,987,437

15. In calculating the afore-mentioned ARR for the 5RP,
Applicant made use of the estimated Philippine Consumer
Price Index, United States of America Consumer Price Index
and Philippine Peso/United States dollar exchange rate
figures as follows:

Table 4a. Forecast Change in the Consumer Price Index for the Philippines

2021 2022 2023 2024 2025 2026

Calendar Year 128.8 133.6 138.1 142.7 146.6 151.1
Regulatory Year 130.8 135.5 140.0 144.3 148.5
Data source : Actual CP], all items, for all income households in the Philippines (2012=100) up to

December 2021, Philippine Statistics Authority

Calendar year forecasts of PH CPI are based on the inflation forecast of the Economist
Intelligence Unit (EIU) as contained in its December 2021 Country Forecast Report.
The regulatory year forecasts of PH CPI are based on the template worksheets
provided to the Applicant by the Honorable Commission.

Table 4b. Forecast Change in the Consumer Price Index for the United States of America

Data source :

2021 2022 2023 2024 2025 2026
Calendar Year 270.970 281.267 287.454 293.778 300.242 306.847
Regulatory Yea 276.531 284.818 291.084 297.488 304.032

Actual CPI, all items in U.S. city average, all urban consumers, not seasonally adjusted
(1982-84=100) up to December 2021, United States Bureau of Labor Statistics
Calendar year forecasts of U.S. CPI are based on the U.S. inflation forecast of the
Economist Intelligence Unit as contained in its December 2021 Country Forecast
Report. The regulatory year forecasts of U.S. CPI are based on the template worksheets
provided to the Applicant by the Honorable Commission.

Table 4¢. Forecast PhP/US$ Exchange Rate (average for the year)

Quarter ending 2021 2022 2023 2024 2025 2026
Calendar Year 49.25 52.23 52.78 53.30 52.92 51.80
Regulatory Year 51.36 52.51 53.04 53.11 52.36

Data source :

Actual period average of PHP:USD exchange rate up to December 2021, Bangko
Sentral ng Pilipinas

Calendar year forecasts of PHP:USD exchange rate are based on period average
PHP:USD exchange rate forecast of the Economist Intelligence Unit (EIU) as
contained in its December 2021 Country Forecast Report. The regulatory year
forecasts of PHP:USD exchange rate are based on the template worksheets
provided to the Applicant by the Honorable Commission.

a.

For purposes of the initial and subsequent annual price
resets during the 5RP as required under the revised
RDWR, Applicant will update the afore-mentioned
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Consumer Price Indices and foreign exchange rates
using actual values.

16.  The afore-mentioned ARR is partly based on a proposed
Weighted Average Cost of Capital of 13.2%. Applicant’s
calculations considered the recommendations of NERA
Economic Consulting, Inc., a recognized and reputable global
economic consulting firm which conducted a study on the

matter.

17.  In accordance with the revised RDWR, a proposal has been
made to include assets used beyond their standard lives in the
RAB at a value equivalent to five (5%) percent of their
optimized replacement cost.

Capital Expenditure

18.  The pfoposed Capital Expenditure included in the afore-
mentioned calculation of the rolled-forward RAB is as follows:

Table 5. Summary of Proposed 5RP Capital Expenditure

Capital Expenditures per Regulatory Year (5RP)

(PhP)
RY2023 RY2024 RY2025 RY2026
Nominal Values _37,533,728,331 | 43,495,962,814 | 36,373,833,274 | 32,248,981,088
Nominal Values, ‘ .
including CWIP factor | 3%:237:239:806 | 44,377,877,352 | 37,051,638,283 | 32,820,603,595

19.  The proposed CAPEX projects, following the latest RDWR
Position Paper and planning criteria in the ERC’s Investor-
Owned Distribution Utility Planning Manual, are necessary to
augment the capacity of the network to meet demand growth
or new customer requirements; to replace and refurbish
aging, and obsolete assets; to relocate assets needed for the
implementation of government infrastructure and third-party
initiated projects; to purchase and construct non-network
assets required for the normal efficient operation of the
electric distribution system; to deploy automation and
technology projects as well as innovative solutions for various
electrification projects; and to comply with regulatory
requirements as embodied in the EPIRA, the Philippine
Distribution Code, the Philippine Electrical Code, applicable

and other :relevant rules and

regulations with emphasis on maintaining the integrity,
reliability and efficiency of the electric system, and for the
continuous improvement in service quality and performance
measurement for the benefit of the consumers.

international standards,

20. For

the 5RP, MERALCO

is likewise proposing the

implementation of its Advanced Metering Infrastructure
(AMI) Program for more than two (2) million customers
aligned with the objective of deploying areliable, efficient, and
intelligent distribution grid.
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Operating & Maintenance Expenditure

21. The proposed Operating & Maintenance Expenditures
included in the afore-mentioned calculation of the ARR is
provided as follows:

Table 6. Summary of Proposed 5RP Operating & Maintenance Expenditure

Operating & Maintenance Expenditures per Regulatory Year (5SRP)
(PhP)
RY2023 RY2024 RY2025 RY2026
Nominal Value 27,824,450,084 | 28,945,600,321 | 31,006,925,317 | 33,163,987,107

22. The proposed Operating and Maintenance expenditures
(OPEX) are necessary to: (i) maintain the safety, efficiency
and reliability of the distribution network; (ii) support the
growing asset base; (iii) allow Applicant to deliver services to
its customers and support its business operations including
the use of automation and digital technologies; (iv) meet the
requirements of Government programs and regulations
imposed on the Applicant, and (v) meet the performance
targets under the Performance Incentive Scheme. The
proposed OPEX will support strong growth prospects for the
economy with sustained moderate growth in kWh sales
throughout the s5RP. Moreover, additional OPEX is needed,
not only to meet service performance levels, but also to ensure
that Applicant’s reliability standards are kept at par with other
power distribution utilities serving other countries in the
Asian region which are the Philippines’ competitors for direct
foreign investment. Applicant has to meet customers’
increasingly more stringent requirements, particularly those
customers whose output are the main drivers of our economic
growth and source of export income.

Taxes other than Corporate Income Tax

23. The proposed expenditure on Taxes, Levies & Duties (other
than corporate income tax) included in the afore-mentioned
calculation of the ARR is provided as follows:

Table 7. Summary of proposed 5RP Taxes, Levies & Duties (other than Corporate Income Tax)

Expenditure
Other Taxes per Regulatory Year (5RP)
(PhP)
RY2023 RY2024 RY2025 RY2026
Nominal Value 475,701,961 494,637,056 513,238,886 532,244,663

a. As provided under ERC Resolution No. 2, Series of
2021, the real property taxes for the 5RP are no longer
included in the forecast and are recovered in
accordance with said resolution.

b. The above-mentioned proposed taxes, levies & duties
(other than corporate income taxes) expenditures
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Regulatory D

24.

show an increase from current levels due to new and
additional impositions initiated by various local
government units within Applicant’s franchise area
such as for changes in the schedule of fees and other

permits.

The forecasts likewise considered the

imposition by Local Government Units of regulatory
fees on Applicant’s poles.

epreciation

The proposed Regulatory Depreciation, which includes an

allowance for assets intended to be disposed of during the
5RP, after allowing for any potential income from the sales of
such disposed assets, is as shown below. The values below
include depreciation both on the assets which make up
Applicant’s RAB at the start of the 5RP and those that
Applicant proposes to be acquired during the 5RP.
Additionally, depreciation is calculated on a straight-line
basis, based on the standard asset lives as approved by the
Honorable Commission, where these are available.

Table 8. Summary of proposed Depreciation (per Regulatory Year)

RY2023 RY2024 RY2025 RY2026
QOpening asset base 9,302,798,472 9,302,798,472 8,938,682,000 8,;82,000,199
Interim assets before
regulatory period 815,265,859 815,265,859 815,265,859 815,265,859
Assets acquired during
regulatory period 1,631,107,781 4,633,642,350 7,123,587,786 9,259,168,762

Subtotal

11,749,172,112

14,751,706,681

16,877,536,635

18,656,434,820

plus Disposals

246,545,589

315,098,024

380,910,799

430,892,073

minus Income from

Disposals (123,272,795) (157,549,012) (190,455,399) (215,446,037)
TOTAL 11,872,444,906 14,909,255,693 17,067,992,035 18,871,880,857
25.  Sales of energy, including those to Applicant, are forecasted as
follows:

Table 9. Summary of forecast energy consumption

(per Regulatory Year)
RY RY RY RY RY
2022 2023 2024 2025 2026
Energy consumption (MWh) | 46,433,106 | 48,489,140 | 49,944,877 | 51,636,283 | 53,526,770

26.

The estimates of the afore-mentioned energy sales are based

on the following forecast of co-incident annual peak demand
on the whole distribution network:

Table 10. Summary of forecast peak demand

(per Regulatory Year)
RY RY RY RY RY
2022 2023 2024 2025 2026
Demand (MW) 8,311 8,570 8,839 9,204 9,558
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27

The estimated price-path for the 5RP, determined using the
proposed ARR and an assumed 0.0310 X-factor and 0.0225
Po-factor, is provided below:

Table 11. Assumed Annual Maximum Average Prices for the Fifth Regulatory

Period

RY RY RY RY
2023 2024 2025 2026

Maximum Annual Price
(PhP/kWh) 1.5663 1.5702 1.5695 1.5664

28.

29.

The Honorable Commission will determine the actual X factor
and Po-factor after its consideration of this Application and
the actual price-path after incorporating such amendments to
these proposals as the Honorable Commission deems
necessary. Moreover, the Honorable Commission may amend
one or more of the parameters on which the calculations of the
proposed ARR are based. The actual approved price path is
therefore likely to differ from that estimated above.

Since the Maximum Average Prices (MAP) calculated under
PBR are not comparable with unbundled rates, Applicant, for
illustrative purposes, has prepared a comparison of its current
rates for providing distribution wheeling services with those
that would result from the implementation of the
aforementioned estimated MAPs, which is presented below:

(This space is intentionally left blank.)




ERC CASE NO. 2022-015 RC
NOTICE OF VIRTUAL HEARING/24 MARCH 2022

PAGE 12 QF 22
Table 12. Comparison of estimated rates with current rates
(illustrative only)
Current lllustrative Rates
Rates; 2023 2024 2025 2026
MAP 1.3810 1.6663 1.5702 1.5695 1.5664
Customer Class
Rosidential & General
Service A (RGSA)
Distribution (Php/kWh)
Up to 200
kWh 1.0012 1.1355 1.1384 1.1379 1.1356
201-300
kWh 1.3183 1.4952 1.4989 1.4982 1.4953
301-400 1.6175 1.8345 1.8391 1.8383 1.8347
401& Over 2.1387 24257 2.4317 2.4306 2.4258
Supply (PhP/kWh) 0.5085 0.5767 0.5782 0.5779 0.5768
Supply
(PhP/Customer/Month) 16.73 18.97 19.02 19.01 18.98
Metering (PhP/kWh) 0.3377 0.3830 0.3840 0.3838 0.3830
Metering
(PhP/Customer/Month) 5.00 5.67 5.69 568 567
General Service B (GSE}
Distribution (PhpfkWh) 0.1368 0.1552 0.1555 0.1555 0.1552
Distribution Demand
Charge (PhP/kW) 23714 268.97 269.64 269.52 268.99
Supply
(PhP/Customer/Month) 371.48 421.32 42237 42219 421.35
Metering
(PhP/Customer/Month) 362.34 410.96 411.98 411.80 410.98
General Power Maedlum
Secondary {GP Med-
Sac)
Distribution (Php/kWh) 0.1368 0.1552 0.1558 0.1555 0.1552
Distribution Demand
Charge (PhP/kW) 237.15 268.97 269.64 269.52 268.99
Supply
(PhP/Customer/Month) 845.17 958.57 960.96 960.53 958.63
Metering
(PhP/Customer/Month) 849.44 963.42 965.82 965.38 963.48
General Powaer Large
Secondary {GP Lrg-Sec)
Distribution (Php/kWh) 0.1368 0.1552 0.1555 0.1555 0.1552
Distribution Demand
Charge (PhP/KW) 237.15 268.97 269.64 269.52 268.99
Supply
(PhP/Customer/Month} 3,505.45 3,976.82 3,985.72 3,983.94 3,976.07
Metering
(PhP/Customer/Month) 3,525.12 3,998.11 4,008.07 4,006.28 3,998.37
General Power Very
Large Sacondary (GP
Very Lrg-Sec)
Distribution (Php/kWh) 0.1368 0.1552 0.1556 0.1555 0.1552
Distribution Demand
Charge (PhP/kw) 237.15 268.97 269.64 269.52 268.99
Supply
(PhP/Customer/Month) 12,726.30 14,433.89 14,469.83 14,463.38 14,434.81
Metering
{PhP/Customer/Month) 12,075.11 13,695.33 13,729.43 13,723.31 13,696.20
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[ General Power Medium

13.8 kV & Below (GP-

Medium}
Disfribution (Php/kWh)
Distribution Demand
Charge (PhP/KW)
Supply
{PhP/Customer/Month)
Metering
(PhP{Customer/Month)

General Power Large

13.8 kV & Below {GP

Large)
Distribution {(Php/kWh)
Distribution Demand
Charge (PhP/KW)
Supply
{PhP/Customer/Month)
Metering
(PhP/Customer/Month}

General Power Very

Large/Extra Large 13.8

k¥ & Below (GP-VL/XL}
Distribution (Php/kW¥h)
Distribution Demand
Charge (PhP/KW)
Supply
{(PhP/Customer/Month}
Metering
(PhP/Customer/Month}

Ganeral Power Medium

34.5kV & Below {GP-

Medium)
Distribution (Php/k¥h)
Distribution Demand
Charge (PhP/KW)
Supply
(PhP/Customer/Month}
Metering
(PhP/Customer/Month)

General Power Large

34.5 kV & Below {GP

Large)
Distribution (Php/kWh)
Distribution Demand
Charge (PhP/KW)
Supply
(PhP/Customer/Month)
Metering
(PhP{Customer/Month)

General Power Very

Large/Extra Large 34.5

KY & Balow (GP-VL/XL}
Distribution {Php/kWh)
Disfribution Demand
Charge (PhP/KW)
Supply
(PhP/Customer/Month)
Metering
{(PhP/Customer/Month)

0.0513
182.66
845.17
849.44

0.0513
182.66
3,505.46
3,625.12

0.0513
182.66
12,726.30
12,075.11

0.0513
182.66
845.17

849.44

0.0513
182.66
3,505.46

3,525.12

0.0513
182.66
12,726.30

12,075.11

0.0582
207.17
958.57

963.42

0.0582
20717
3,975.82

3,998.11

0.0582
20717
14,433.89
13,685.33

0.0582
20717
958.57

963.42

0.0582
20717
3.975.82

3,998.11

0.0582
207.17
14,433.89

13,695.33

0.0583
207.68
960.96
965.82

0.0683
207.68

3,985.72

4,008.07

0.0583
207.68
14,469.83
13,729.43

0.0583
207.68
960.96

965.82

0.0583
207.68
3,985.72

4,008.07

0.0583
207.68
14,469.83

13,.729.43

0.0583
207.59
860.53

965.38

0.0583
207.59
3,083.94

4,006.28

0.0583
207.59
14,463.38

13,723.31

0.0883
207.59
860.53

965.38

0.0583
207.59
3,983.94

4,006.28

0.0583
207.59
14,463.38

13,723.31

0.0582
207.18
958.63

963.48

0.0582
207.18
3,976.07

3,998.37

0.0582
207.18
14,434.81
13,696.20

0.0582
207.18

958.63

963.48

0.0582
207.18
3.976.07

3,998.37

0.0582
207.18
14,434.81

13.696.20
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General Power Large
115 & 69 kV (GP Large)

Distribution (Php/kWh) 0.0513 0.0582 0.0583 0.0583 0.0582
Disiribution Demand
Charge (PhP/kW) 143,32 162.55 162.96 162.88 162.56
Supply
(PhP/Customer/Month) 3,506.46 3,975.82 3,986.72 3,983.94 3,976.07
Metering
{PhP/Customer/Month) 3,526.12 3,998.11 4,008.07 4,006.28 3,998.37
General Power Vory
Large/Extra Large 115 &
69 kV (GP-VL/XL)
Distribution (Php/kWh) 0.0513 0.0582 0.0583 0.0583 '0.0582
Distribution Demand
Charge (PhP/kW) 143.32 162.55 162.96 162.88 162.56
Supply
(PhiP/Customer/Month) 12,725.30 1443389 1446983 1446338  14,434.81
Metering
(PhP/Customer/Month) 1207511 1369533 1372943 1372331  13,696.20
Government Hospitals,
Metered Streetlights &
Charitable Institutions
Distribution (Php/kWh) 0.8667 0.9830 0.9854 0.9850 0.9831
Supply
{PhP/Cuslomer/Month) 278.59 315,97 316.76 316.62 315.99
Metering
(PhP/Customer/Month) 278.46 315.82 316.61 31647 315.84
Flat Streetlights
Distribution (PhPAlamp)
125W
Mercury,
70 WHPS
or their
Equivalent 84.54 95.66 95.89 95.85 95.66
250 W
Mercury,
150 W HPS
or their
Equivalent 134.55 162.60 152.98 152.92 152.61
400W
Mercury,
250 WHPS
ar their
Equivalent 22492 255.10 255.73 255.62 255.12
400W
HPS or
thelr
Equivalent 349.43 396.32 397.30 397.13 396.34
Supply {PhP/lamp)
125 W
Mercury,
70 WHPS
or their
Equivalent 2728 30,94 31.02 31.00 30.94
250 W
Mercury,
150 W HPS
or their
Equivalent 43.52 49.36 49.48 49.46 49.36
400 W _
Mercury, 72.74 82.50 82.71 82.67 82.51
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250 WHPS
or their
Equivalent
400 W
HPS or
their
Equivalent 113.01 128.17 128.49 128.44 128.18
Average PhP/kWh
Distribution Wheeling
Rate 1.3810 1.5663 1.5702 1.5695 1.5664

30.

Performance Incentive Scheme

The revised RDWR prescribes the determination of a Price-
Linked Performance Incentive Scheme. According to this
Performance Incentive Scheme, Applicant will be rewarded if
the service performance levels of its electricity distribution
business exceed the target levels as proposed and will be
penalized if such service performance levels fall below the
proposed targets. The proposed Price-Linked Performance
Incentive Scheme is based on the performance measures and
performance targets shown below. Stepped performance
target levels are proposed, which will influence the size of the

reward or penalty.

Table 13. Summary of proposed Price-linked Performance Incentive Scheme

Reward Target Penalty
Performance index Units Weight Level A Level B 'Level C Level D Level E
SAIFT is SAJIFI is less SAIFI is SAIFI is
less than than or equal greater than greater than SAIFI is
System average or equal to | 10143 but 1.43 but less 2.03 but less greater than
interruption frequency T q greater than than orequal | than or equal 2.33
index (SAIFT) Number 0.20 43 1.13 to 2.03 t0 2.33
5 SAIDI is SAIDI is
. SAIDI is less
SAIDI is .greater than greater than .
System Average. : less than than or equal ‘157.04 but 209.06 but BedbLis
Interruption Duration | Minutes 0.20 to 157.04 but : greater than
Ind or equal to 'less than or less than or
ndex (SAIDI) greater than : 235.07
131.02 19102 -equal to equal to
' 209.06 235.07
" MAIFT is MAIFI is less SMAIFI is MAIFI is )
omentary Average less than than or equal greater than greater than MAIFI is
Interruption Frequency | Number 0.10 s, W to 7.59 but 7.59 but less 9.21 but less greater than
Index (MAIFI) 6 q greater than than orequal | orequalto 10.03
-77 6.77 to 9.21 10.03
SLisless SL is less than
than or gr equal ta Not Not Not
.50% but N " c
equal to greatis thiis Applicable Applicable Applicable
0,
System losses % 0.20 6.27% 6.27%
TPA is less TPA is less ‘TPA is greater | TPA is greater
Tt Piticess than or than or equal than 3.63 than 4.10days | TPAis
Applications (TPA) Days 0.10 equal to to 3.63 days days but less but less than greater than
PP q o davs but greater ‘than orequal | orequalto 4.33 days
340 day than 3.40 days | to 4.10 days 4.33 days
. TCP is less TCP is greater | TCP is greater
TCP is less i .
T — 5 ade than or equal than 1.82 than 2.16 days | TCPis
: ays 0.10 to 1.82 days but | days but less but less than greater than
Premises (TCP) equal to :
1.65 days greater than ‘than orequal | orequal to 2.33 days
1.65 days 'to 2.16 days 2.33 days
9% of calls CCPis CCP is greater | ICCP is greater | CCP is greater
Call Center answered greater than or equal ithan orequal | than or equal CCP is less
riqs 0.10 than or to 85.58% but t0 74.42% to 68.85%
Fextormance (CCF) ;‘:ctg::]:iio equal to less than ‘but less than but less than tham 68:85%
91.15% 91.15% :85.58% 74.42%
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31.  Under the revised RDWR, Applicant is likewise required to
propose a Guaranteed Service Level Performance Incentive
Scheme. This Guaranteed Service Level Scheme will directly
compensate customers, in the form of reductions in their
monthly electricity bills, if service performance falls below
certain minimum thresholds. The thresholds and the
penalties that will apply are as shown below:

Table 14. Summary of proposed Guaranteed Service Level Incentive Scheme

Performance Measure Threshold Payout level
(PhP)
GSL 1: Customer experiencing a cumulative
duration of sustained interruptions in a Regulatory 15 hours Php 1,266.51
Year that exceeds the threshold
GSL 2: Customer experiencing a total number of
sustained interruptions in a Regulatory Year that 12 times Php 1,266.51
exceeds the threshold
GSL 3: Restoration of supply to a customer after a
fault on the secondary distribution networlk taking 12 hours Php 1,266.51
longer than the threshold time
Payout per day —
Php 906.17
Minimum
GSL 4: Customer connection not provided on the 2 days minimum, Payout — Php
day agreed with the customer 5 days maximum 1,812.34
Maximum
Payout — Php
4,530.85
a. In accordance with the revised RDWR, Applicant is

entitled to an amount equal to 0.5% of its ARR
(excluding any provision for under-/over-recovery,
regulatory intervention, or efficiency carry-over from
the 3RP), which is intended to be applied to the
Guaranteed Service Level Scheme and can be used to
either provide for penalties under the scheme, or for
network or operational improvements to avoid such

penalties.

32.  Insupport of this Application for the approval of its ARR and
Performance Incentive Scheme, Applicant has attached the
following required documents/schedules as described in the
revised RDWR and the Position Paper:

(This space is intentionally left blank.)
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Table 15. Supporting Information Attached

Schedule |

Information provided

A
Al

A2.1
A22

A3

A4

A4
Ad42

AF

 Regulatory Asset Base

| Explanation on independent Expert's Report

 Assets forecast to be acquired during the period between
the initial Rell Forward RAB valuation date and the start of
the Fifth Regulatory Period.

- Schedule of assets to be acquired
-~ Justification for assets to be acquired

Forecast asset disposal during the period between the
initial Roll Forward RAB valuation date and the start of the
| Fifth Regulatory Period.

13

‘ Schedule of assets to be disposed of
|~ Value ofthe assets to be disposed of
- Forecastincome from the sale of disposed assets

Roll Ferward depreciation schedules for the RAB for the
 period between the initial valuation date and the start of the
- Fifth Regulatory Period, for

Assets included in the Original RAB
- Assets acquired in the lead-up to the Fifth
Regulatory Period

Historical cost depreciation schedules for the RAB for the
 period between the initial Roll Ferward RAB valuation date
 and the start of the Fifth Regulatory Period, for

Assets included in the Original RAB

- Assets acquired in the lead:up to the Fifth
Regulatory Period {including those to be completed
from January 2022 to June 2022}

Application of the construction work in progress {CWIP}
factor to the RAB as at the start of the Fifth Regulatory
 Period.

Summary of the estimated roll forward depreciated
replacement cost and the depreciated historical cost of the
full RAE as at the start of the Fifth Regulatory Period (the

| opening value of the rolled-forward RAB).

Financial indices forecast for the Fifth Regulatory
Period
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E
B2
B3
B4

[Philippine quarteriy cP1

| United States quarterdy CPI

| PHPUSS quarterly exchange rate

364-day Treasury Bllis

Cc1

C1.1
C1.2
C1.3
cl4
C1.8

c2

c2.1
c2.2
C2.3
C24
C25

C3

| Forecast capital expenditure for the Fifth Regulatory
| Patiod

Summary of capital expenditure forecasts for each year of
| the Fifth Regulatory Perlod

- Real values, divided in PhP and US$ components

- Total real values, in PhP

- Total nominal values, in PhP
Total nominal values with CWIP, PhP
Justificatior: for capital expenditure (Annex A for
majar and Annex B for residual projects)

Summary of capital expenditure projects filed from RY2016

to RY2022 to be commissioned within the SRP {capex

| carry-over)

- Real values, divided in PhP and US$ components
- Total real values, in PhP -

- Total nominal vaiues, in PhP

- Total nominal values with CWIP, in PhP

- Justification for CAPEX carry-over

| Broken down historical capital expenditure

| Ferecast disposals during the Fifth Ragulatory Period

| Value of assets to be disposed of {based on rolt forward
| registar)

| Forecast income from the sale of disposed assets

E1

=
2

| Forecast depreciation during the Fifth Regulatory
| Period

| Depreciation of the opening asset basa

| Depreciation of the assets forecast toi be scquired during

the Fifth Regulatory Period

| Forecast assets used beyond standard lives

| Forecast addition to assets. used beyond standard lives

Forecast removal from assets used bém‘ nd standard lives

G1
G1.1

Forecast operating & maintenance expenditure

Summary of forecast operating & maintenance expenditure
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- Annual expenditure, divided in real PhP and US$
G1.2 componeants
G1.2.1 - Annual expenditure, in real PhP
- Annual expenditure, in real 2018 PhP
G1.3
314 - Annual expenditure, in nominal PhP
~ Justification for operating & maintenance
expenditure forecasts
G2
Historical operating & maintenance expenditure
G3 '
Summary of expenditure an taxes {other than corporate
| income tax), duties and levies
G3.1 |
G3.2 - Annual expenditure, in real PhP
G33 ~ Annual expenditure, in nominal PhP
G3.4 = Justification for expenditure
| - Historical taxes, levies & duties ]
H | Forecast energy consumption and demand
H1 Forecast energy consumption figures {k¥h)
H1.1 - Breakdown of consumption figures into customer
classes
H1.2 -  Supporting evidence
H2 | Ferecast energy demand figures (M)
H3 Faorecast number of customers, per customer class,
I Carry-overs from the Third Requlatory Period
11 Under- or over recovery of revenue to which the regulated
entity was entitled in terms of the RDWR, but was unable to
. recaver or return during the Third Regulatary Period
12 | Regulatory interventions applied by the Commission in its
Final Determination on the price-contrel arrangements that
' would apply to the electricity distribution wheeling rates for
the regulated entity during the Fifth Regulatory Period.
i3 Efficiency carry-over as described in Article [X of the RDWR
N Proposed Regulatory WACC for the Fifth Regulatory
- Period
K | Proposed Working Capital
L | Proposed Consgruction Work in Progress (CWIR)
' Factor
M Performance incantive schame datails
Price-linked incentive scheme, including supparting
M1 information & calculations
M1.1 - Details of scheme proposed
M1.2 - Proposed target levels
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M1.3

M2

M2.1
M2.2
M2.3

- Actual performance levels against the proposed
indices for the five years prior to'this Application

Guaranteed service level scheme, including supporting
information & calculations

Details of scheme proposed
- Proposed target levels
Actual performance levels against the proposed
indices for the five years prior to/this Application
- Proposed payout levels

Additional information for price<cap model

Contact details for input sheets

Detailed calculations for Fifth Regulatory Period

- Rolled Forward RAB for the Fifth Regulatory Period
- Annual Revenue Requirement (completed Price Cap
Model) '
Corporate income tax forecasts
Forecast price-caps for the opening and subsequent
years of the Fifth Regulatory Period

Calculation of demonstrative rates

Pl

Overview of performance of the network and the utility
during the past five (5) years and Proposals for the Fifth
Regulatory Period

33. Applicant also hereby submits an overview of its actual
performance during the past five (5) years and its proposal for

the 5RP.

34. Considering the foregoing, Applicant most respectfully prays

for the approval of this Application to allow it to fulfill its

obligations under PBR and to ensure its continued reliable and

efficient operations and provision of its services to the public,

in general, and its customers, in particular.

WHEREFORE, premises considered, Applicant MANILA
ELECTRIC COMPANY most respectfully prays, after due notice and
hearing, that the instant Application be approved authorizing
Applicant to adopt the proposed Annual Revenue Requirement and

PRAYER

Performance Incentive Scheme for the Fifth Regulatory Period.

Applicant MERALCO prays for such other relief as are

deemed just and equitable under the premises.

W
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The Commission has set the instant Application for
determination of compliance with the jurisdictional requirements,
expository presentation, Pre-trial Conference, and presentation of
evidence on the following dates and online platform for the conduct
thereof, pursuant to Resolution No. 09, Series of 20206 dated 24
September 2020 and Resolution No. 01, Series of 2021 dated 17
December 2020 (ERC Revised Rules of Practice and Procedure):”

Date Platform Activity
26 April 2022 Determination of
(Tuesday) at nine o’clock Microsoft corr}gilizgic;mw;tglthe
in the morning (9:00 Teams Jut q
AM.) reqmrements and
) expository presentation
28 April 2022 .
(Thursday) at nine Microsoft |- I;f(itrilsgggfél;ng?
o’clock in the morning Teams pevi detios
(9:00 A M.)

Any interested stakeholder may submit its comments and/or
clarifications at least one (1) calendar day prior to the scheduled initial
virtual hearing, via electronic mail (e-mail) at docket@erc.ph, copy
furnish the Legal Service through legal@erc.ph. The Commission shall
give priority to the stakeholders who have duly submitted their
respective comments and/or clarifications, to discuss the same and
propound questions during the course of the expository presentation.

Moreover, any persons who have an interest in the subject matter
of the instant case may become a party by filing with the Commission
via e-mail at docket@erc.ph, copy furnish the Legal Service through
legal@erc.ph, a verified Petition to Intervene at least five (5) calendar
days prior to the date of the initial virtual hearing and subject to the
requirements under Rule 9 of the ERC Revised Rules of Practice and
Procedure, indicating therein the docket number and title of the case
and stating the following:

1) The petitioner’s name, mailing address, and e-mail 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 affected by the issues involved in the proceeding; and

¢ A Resolution Adopting the Guidelines Governing Electronic Applications, Filings and Virtual
Hearings Before the Energy Regulatory Commission.

7 A Resolution Adopting the Revised Rules of Practice and Procedure of the Energy Regulatory
Commission.
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3) A statement of the relief desired.

Likewise, all other persons who may want their views known to
the Commission with respect to the subject matter of the case may file
through e-mail at docket@erc.ph, copy furnish the Legal Service
through legal@erc.ph, their Opposition or Comment thereon at least
five (5) calendar days prior to the initial virtual hearing and subject to
the requirements under Rule 9 of the ERC Revised 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, mailing address, and e-mail address of such
person;

2) A concise statement of the Opposition or Comment: and

3) The grounds relied upon.

Any of the persons mentioned in the preceding paragraphs may
access the copy of the Application on the Commission’s official website

at www.erc.gov.ph.

Finally, all interested persons may be allowed to join the
scheduled initial virtual hearings by providing the Commission, thru
legal.virtualhearings@erc.ph, with their respective e-mail addresses
and indicating therein the case number of the instant Application. The
Commission will send the access link/s to the aforementioned hearing
platform within five (5) working days prior to the scheduled hearings.

WITNESS, the Honorable Commissioners ALEXIS M.
LUMBATAN, CATHERINE P. MACEDA, FLORESINDA G.
BALDO-DIGAL and MARKO ROMEO L. FUENTES, Energy
Regulatory Commission, this 24 day of March 2022 in Pasig City.

——
AGNES/NVST DEVANADERA
Chairperson and CEO

ERC
s IHJ ";/ Office of the Chairperson
LS: MVM/LSP/MCCG LU

*AVSTD-2022-03-510-0062"




Republic of the Philippines |
ENERGY g
REGULATORY
COMMISSION 0OGCS-N-01/0248-2022 -

1
|

NOTICE

Sirs/Mesdames:

Please take notice that the Commission issued an Order and a
Notice of Virtual Hearing both dated 24 March 2022 in the
following case:

ERC CASE NO. 2022-015 RC, IN THE MATTER OF THE APPLICATION
FOR APPROVAL OF THE ANNUAL REVENUE REQUIREMENT AND
PERFORMANCE INCENTIVE SCHEME FOR THE FIFTH REGULATORY
PERIOD (REGULATORY YEARS 2023-2026) IN ACCORDANCE WITH
THE PROVISIONS OF THE RULES FOR SETTING DISTRIBUTION
WHEELING RATES (RDWR) - MANILA ELECTRIC COMPANY
(MERALCO), Applicant.

Attached are electronic copies.
Please be reminded of the Commission’s existing rules on
electronic service of orders and decisions provided under Rule VI of

Resolution No. 9, Series of 2020, which became effective on 17
November 2020.

Thank you.

Very truly yours,

_ Digitally signed by
‘ Heiddi Venecia R. Barrozo

Atty. HEIDDI VENECIA RAYOS BARROZO
General Counsel and Commission Secretary

/idc

Pacific Center Building, San Miguel Avenue, Ortigas Center 1605, Pasig City
Metro Manila, Philippines
Tel. No. (02) 8689-5372

Email Address: records@erc ph; records(@erc.gov.ph Facebook: www facebook.com/ERCpovPH
ERC Website: www.erc.gov.ph Twitter: www.twitter.com/ERCgovPH



