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Considering the foregoing, the Commission disallowed the

proposed CWC of Twelve Milion One Thousand Nine Hundred

Thirty-Eight Pesos (PhP12,001,938.00) as part of NORECO ['s revenue

requirement.

1:'3.1.4 REINVESTMENT FUND

In the application,

NORECO | proposed a reinvestment fund of

N iDhP17,995,378.00. it averred that the provision for reinvestment will be used to
i

: ‘l{mplement its proposed projects for the years 2007, 2008 and 2009. NORECO |

seeks not only the recovery of its estimated project cost but likewise the

anticipated imposition of a Permit Fee.

in the unbundling of the rates of the ECs, the Commission allowed a

" reinvestment fund equivalent to 5% of the Gross Revenue. The reinvestment
fifund was provided as a component of the revenue requirement to finance the
0 'éxpansion, rehabilitation or upgrading of the existing electric power system of the

ECs in accordance with their submitted System Rehabilitation/Upgrading and/or

System Loss Reduction Plan.

In the same vein, the Commission shall provide a reinvestment fund

equivalent to 5% of NORECO I's gross revenue for 2007 to finance its
Commission-approved capital expenditures. While the test year for this
application is 2005, the Commission has used 2007 to update the reinvestment

fund to reflect the most current power cost.
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In view of the foregoing, the Commission grants NORECO | a

Reinvestment Fund of Ten Million Nine Hundred Twelve Thousand One Hundred

. |Forty-Four Pesos (PhP10,912,144.00).
! The Commission reiterates that the reinvestment fund is intended not to

_ _j%f(‘icf;over 100% of the cost of the capital expenditures. It is envisaged by the
e

Commission that capital expenditures can be prudently financed through long-

orm debt the amortization of which shall be funded by the reinvestment fund.

The Reinvestment Fund shall be subject to the following conditions:

a) It shall not be used, even temporarily, for any purpose other than
for capital expenditure or any other projects approved by the

Commission;

b) The amounts collected for the reinvestment fund shall be

recognized as contribution from member-consumers;
C) The amounts collected for the reinvestment fund, including interest
income, shall be placed in a separate account and shall be

disbursed solely for the aforesaid purpose; and

d) An annual report of the collections and disbursements of the

reinvestment fund shall be submitted using the format prescribed

by the Commission.
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The amount of other revenue items that was proposed to be deducted

‘ ;from NORECO Vs revenue requirement was PhP5,082,165.00 representing

:100% of the revenue earned from the use of asset-related properties of the

lectric cooperative.

During the unbundling process, the Commission only considered as other
Lrevenue income what is known as asset-based items or revenues pertaining to
- jnon-electric other revenues and are not regulated by the ERC. The 50% of the
§| sncome from these asset-based items will still be considered as part of the OR!
: jo be deducted from the total revenue requirement, consistent with the law

mandating the 50-50 sharing of other income between the distribution utility

(DU) and the consumers. .

In addition, there is other revenue income earned by the DU using
resources of its regulated business or those known as regulated items. The
Commission maintains that this should be 100% deductible from DU’s revenue
requirement. Regulated items may include revenues arising from regular
functions of the DU and performed by the DU’'s own persannel like recannection,
disconnection, relocation and installation. The cost of said activity, such as
salaries, supplies and other miscellaneous expenses, are already considered in
t;he revenue requirements in either the payroll or operation and maintenance
"féxpenses or both. Thus, any income derived by the DU from said activities
4" should be deducted from its revenue requirement, otherwise, the DU would be

~ doubly compensated for such activities.
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TABLE 5. OTHER REVENUE ITEMS

The Commission has verified the total amount of Three Million Four
5"I%Iundred Thirty-Three Thousand Thirty-Seven Pesos (PhP3,433,037.00) as other

_r'iévenues to be deducted from NORECO I's revenue requirements, as follows:

SR

3.2.1 FUNCTIONALIZATION AND ALLOCATION FACTORS

i1 functionalization and allocation factors as contained in the UFR.

' _ ~ Amount Amount
OTHER REVENUE ITEMS (PhP) (PhP)

Regulated ltems o )

Revenue from Merchandising, Jobbing — Net 469,324

Disconnection/Reconnection Fees 120,425

Labor Cost (Advance payment from consumers) 170,754

Account Initiation Charge (Initial payment) 306,000

Meter Testing Fee 26,821

Meter Installation Fee 622,752

Meter accessories ) 50,365

Relocation of Service Drop 19,300

Transformer Testing 13,500,

@ 100% 1,799,241 1,799,241

Asset-based ltems

Penalties/Surcharges 3,262,493 B

Chairs/Space Rental 5,100

@ 50% 3,267,593 1,633,796
TOTAL ORI 3,433,037

3.2 FUNCTIONALIZATION, CLASSIFICATION AND CUSTOMER ALLOCATION

The functionalization and allocation factors used by NORECO | were the
default factors provided for in the Uniform Filing Requirements (UFR) issued by

the Commission on October 30, 2001 as amended in its unbundling decision.

In this regard, the Commission is amenable to adopt the same. The

it
! E Commission, at present, sees no cogent reason for it to deviate from the existing
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2.2 SUMMARY OF RESULTING REVENUES PER FUNCTION AND PER CLASS

T
SN

allocated revenue by function and customer category:

E

|

Based on the functionalization, classification and allocation of the

éapproved revenue requirement for NORECO |, Table 6 below provides the

TABLE 6. REVENUE REQUIREMENT BY FUNCTION AND BY CUSTOMER CLASS

. j DISTRIBUTION SupPPLY METERING
TOTAL RELATED RELATED RELATED
CUSTOMER REVENUE REVENUE REVENUE REVENUE
CLASS (PhP) __{PhP) (PhP)} (PhP)
Residential 38,939,011 24,933,823 6,761,424 7,243,764
Commercial 4,020,822 3,299,842 348,075 372,905
Industrial 3,990,819 3,815,704 84,542 90,573
Public Building 1,334,828 879,854 219,653 235,322
Street Lights 1,893,918 1,767,028 61,260 65,630
Sale for Resale 297,648 | 296,441 983 | 624
TOTAL 50,477,047 34,992,692 7,475,537 8,008,818
33 RATE DESIGN
The above functionalization, classification and customer allocation
resulted to the following rate design:
TABLE 7. COMMISSION DETERMINED RATE SCHEDULE
_Customer Type Unit Residential Commerciai Industrial B:Iililtjiliir‘\:g Eit;::; s;;:afloer
stribution Charges:
" Demand Charge PhP/KW 19.80
. Distribution System Charge 3 PhP/KWh 1.3389 0.9125 0.8182 0.2450 | 1.7350 | 0.2453
ypply Charges: “ .
Retai| Customer Charge PhP/cust/mo 25 33 25.33 2533 25.33 2533
Supply System Charge PhP/KWh 0.3631
P\ll{atering Charges: B
¢ jRetail Customer Charge PhP/Meter/mo 5.00 27.14 27.14 27.14 27.14 27.14
_Meteying System Charge PhP/KWh 0.3173

3.31 DISTRIBUTION CHARGE

‘for Resale. For its Industrial customers, NORECO | propé’ééd

Y %
| A

|

NORECO | proposed to bill its distribution charge on a fixed rate per

| kiloWatt-hour for Residential, Commercial, Public Building, Street Lights and Sale

to bill its
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.

i listribution charge using a combination of fixed rate per kiloWatt (kW) and fixed

5 1

: éfate per kiloWatt-hour (kWh).

il

, NORECO | sells power to the end-users in Barangay Quezon and

Barangay Codcod, municipalities within the franchise area of V-M-C Rural
Electric Service Cooperative, Inc. (VRESCO). VRESCO buys electric power
from NORECO | to seive barangays Quezon and Codcod. Thus, VRESCO is a

Sale for Resale customer of NORECO |.

The Commission adopted said rate design considering it to be consistent

with its approved unbundling of rates for NORECO 1.

3.3.2 SuppPLY CHARGE

NORECO | proposed to bill its supply charge on a fixed rate per kiloWatt-

our for Residential customers. All other end-users shall be billed a fixed

P

_ monthly customer charge for the supply function.

f 3, The Commission adopted said rate design since it is consistent with its
vk

=-'aipproved unbundling of rates for NORECO |.

l%%esidential customers. All other end-users shall be billed a fixed monthly charge

. for the meter function.
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1

i The Commission adopted said rate design since it is consistent with its

approved unbundling of rates for NORECO |.

3.4 EsTIMATED IMPACT ON AVERAGE RESIDENTIAL CUSTOMER

Shown below is the estimated impact between NORECO [I's actual
existing rates as of December 2007 and the rates determined by the Commission
on the monthly bill of a residential end-user with an average consumption of

69 kWh:

Based on Actual Existing Based on Commission VARIANCE
Rates Approved Rates Increase/
(Decrease)

PhP/kWh Amount (PhP) PhP/kWhH Amaount (PhP) PhP/AWH

I

stribution System Charge ~1.4459 99.77 1.3389 92.38 (0.1070
T 3

BRly.Gharge 0.3466 2392 0.3631 25.05 0.0165

ik Nietered Charge 5.00 5.00
g System Charge 0.1726 11.91 0.3173 21.89 0.1447
S ’I_Charge:
hary Electrification 0.0373 2.57 0.0373 2.57

: hmental Charge 0.0025 0.17 0.0025 017

nation (0.7204) (49.71) ~ 0.00 0.00 07204
93.63 147.06 53.43
1.3570 2.1313

REMOVAL OF INTER-CLASS CROSS SUBSIDY

The Commission has determined that NORECO | has completely removed

its inter-class cross subsidy as of October 2007.
S
]
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3.6 LIFELINE RATE DISCOUNT AND SUBSIDY .

NORECO | proposed to maintain the lifeline rate discount levels in its
approved rate unbundling. Thus, it proposed a subsidy from non-lifeline

customers in the amount of PhP0.0719 per kWh.

Further, NORECO | claimed that the number of end-users that will benefit

: from the Lifeline Rate Discount represents thirty four percent (34%) of the total

number of residential consumers.

| ‘ The Commission realized that a one kWh difference in consumption
_ ‘b'ptween consumers is not a relevant indication of any difference in their capacity
ERN

to pay their electric bill and is not compelling justification for the difference in

iscount ievel.

Finally, the Commission modified NORECO I's proposal by lowering the

_,:d:i_scount level of its lifeline customers under 0-19 kWh consumption level in order

In view of the foregoing, the Commission has revised the Lifeline Rate

.";_ discount and Subsidy for NORECO 1 as shown in the following table:

111
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TABLE 9. LIFELINE RATE DISCOUNT AND SUBSIDY

kWh

Consumption

Level of Discount

Per Approved
Unbundled
Rates

Proposed in
this Rate
Application

Commission
Approved
Lifeline
Discount Level

0-15 50%

16 40%

17 30%

18 20%

19 10%

20 5%
Subsidy

charge to Non-
lifeline

50%
40%
30%
20%
10%
5%

30%
5%
5%
5%
5%
5%

PhP0.0798/kWh | PhP0.0719/kWh | PhP0.0787/kWh

48 | ‘ Said consumption threshold and discounts will benefit 8,683 customers

which represent thirty-nine percent (39%) of the total number of residential

i
§]fgi(;onsumers. The resulting lifeline subsidy charge to be shouldered by the non-
? feline customers shall be PhP0.0787/kWh which is a negligible increase from

; _ihe current level of PhP0.0798/kWh.

NORECQ | shall apply these discounts to the following residential

tharges: Generation, Transmission, Distribution, Supply, Metering and System

Loss In a given billing period, an end-user at any of the above-consumption
RN

] E I;avels shall be given the corresponding discount on each of these rate
E components. An end-user with a level of consumption exceeding 20 kWh in a
| é)articular billing period shall not be entitled to the lifeline rate discount for the ‘-

.i' h said period.

The lifeline rate subsidy shall be shouldered by all non-lifeline end-users

except for VRESCO since it is not an end-use customer but a Sale for Resale

customer of NORECO |.
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approved with modification.

WHEREFORE, the foregoing premises considered, the application for
approval of its rate adjustment in accordance with the provisions of Republic Act

No. 9136, with prayer for provisional authority filed by NORECO | is hereby

NORECO l is hereby granted a Total Revenue Requirement of Fifty Million
: ‘F!our Hundred Seventy-Seven Thousand Forty-Seven Pesos (PhP50,477,047.00)

; equivalent to an overall average rate adjustment of PhP0.4862/kWh on its total

I . ., | Public Sale for
Unit Residential Commercial Industtlal Bullding Lights _ ___Resale
hutign Charges:
' __p?Charge PhP/KW 19.80
Biltion System Charge PhP/KWR 1.3389 09125 | 08182 | 02450 | 1.7350 | 0.3453

harges:

Rate Subsidy of PhP0.0787/kWh.

shall be extended a Lifeline Rate Discount of 5%.

IQQstomer Charge PhP/cust/mo 25.33 2533 25.33 25.33 2533
ly'System Charge Phi/kWh 0.3631
g Charges:
il CL}stomer Charge PhP/Meter/mo 5.00 27.14 2714 2714 | 2714 27.14
ring System Chaige PhP/kwh 0.3173
i "J ‘ Residential customers with consumption of 15 kWh and below shall be
{

’E %gjiven a Lifeline Rate Discount of 30% while those consuming 16 kWh to 20 kWh

All customers, except

VRESCO, that are not eligible for Lifeline Rate Discount shéll bear the Lifeline
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Finally, the reinvestment fund of PhP0.3419/kWh, for all intents and

purposes, shall be part of the contribution from the member-consumers.

21
SO ORDERED.

Pasig City, April 3, 2008.

RODOLFO B. ALBANO, JR.
Chairman

oy

RAUF A. TAN \
Commissioner

C. REYES
Cg#mmissioner
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il ~Copy Furnished:

Atty. Mary Ann Castro Diccion

Counsel for Applicant

Unit 1912 Jollibee Plaza Building

Emerald Avenue, Ortigas Center, Pasig City

Negros Oriental | Electric Cooperative, Inc. (NORECO 1)
Bindoy, Negros Oriental

Office of the Salicitor General
134 Amorsolo Street, Legaspi Village
Makati City, Metro Manila

Commission on Audit
Commonwealth Avenue
Quezon City, Metro Manila

Senate Committee on Energy
GSIS Bldg., Roxas Blvd., Pasay City
Metro Manila

House of Representatives Committee on Energy
Batasan Hills, Quezon City, Metro Manila

National Electrification Administration (NEA)
NIA Road, Diliman, Quezon City

Philippine Rural Electric Cooperatives Assaciation, Inc.
(PHILRECA)

4" Fir. Casman Bldg., Quezon Avenue, Quezon City

The City Mayor '
Bais, Negors Oriental

The City Mayor
Canlaon, Negros Oriental

Office of the Municipal Mayor
Ayungon, Negros Oriental

Office of the Municipal Mayor
Bindoy, Negros Oriental

Office of the Municipal Mayor
Guihulngan, Negros Oriental

Office of the Municipal Mayor
Jimalalud, Negros Oriental

Office of the Municipal Mayor
La Libertad, Negros Oriental
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16.  Office of the Municipal Mayor
Mabinay, Negros Oriental

17.  Office of the Municipal Mayor
Manjuyod, Negros Oriental

18.  Office of the Municipal Mayor
Tayasan, Negros Oriental

19.  Office of the Municipal Mayor
Vallehermoso, Negros Oriental
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