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

IN THE MATTER OF THE
APPLICATION FOR APPROVAL OF

THE ANNUAL REVENUE
REQUIREMENT AND THE
PERFORMANCE INCENTIVE

SCHEME IN ACCORDANCE WITH
THE PROVISIONS OF THE RULES
ON SETTING DISTRIBUTION
WHEELING RATES

ERC CASE NO. 2006-045 RC

MANILA  ELECTRIC COMPANY

(MERALCO),
Applicant.
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On September 1, 2006, Manila Electric Company (MERALCO) filed an
application for approval of its annual revenue requirement and performance
incentive scheme covering the Second Regulatory Period from July 1, 2007 to
June 30, 2011 in accordance with the provisions of the Rules for Setting

Distribution Wheeling Rates (RDWR).

In the said application, MERALCO prayed for the approval of its proposed:
a) Regulatory Asset Base (RAB); b} Capital Expenditure (CAPEX); c¢) Operating
Expenditure (OPEX); and d) Weighted Average Cost of Capital (WACC). A
determination of the said proposals shall lead to a price reset which would

authorize MERALCO to charge revised/adjusted rates to its customers.
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Having found said application sufficient in form and substance, the ERC
set the same for expository hearing on October 12, 2006 and evidentiary
hearings on November 20 and 21, 2006. Said public hearings were scheduled
with the end view of reaching out to as many stakehoiders as possible, inciuding

consumers, who would be affected by the resolution of the application.

During the public hearings, MERALCO presented several withesses, who
testified in support of its application. The lone intervenor in this case, Napocor
Industrial Consumers, Association, Inc. (NICAI) was given the opportunity to

cross-examine applicant's witnesses.

In the meantime, the RDWR and the Regulatory Reset Position Paper,
require the ERC to issue a Draft Determination not later than February 16, 2007.
Said Draft Determination embodies the ERC’s preliminary position on the price
control arrangements that should apply to the Second Regulatory Period and
describes the ERC's initial evaluation of MERALCO’s proposals in the instant
application, as well as the evidence presented in support thereof during the

public hearings up to the date of this issuance.

It is important to note that this is just a Draft Determination and not a final
decision. This will only provide an opportunity for interested parties to comment
and discuss the ERC’s evaluation during the public consultations and/or hearings
to be held for that purpose and before the final determination is made. The final
determination will be issued by the ERC after the termination of the presentation
of evidence by all the parties (both documentary and testimonial) during the
public consultations and/or hearings and only after it has conducted a complete

evaluation thereof.
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The Draft Determination may be downloaded from the ERC's website at

www.erc.gov.ph or may be photocopied at cost during the usual office hours

from the ERC Docket Section at the 22™ Floor, Pacific Center Bldg., San Miguel

Avenue, Ortigas Complex, Pasig City.

Relative thereto, the Draft Determination is hereby set for public
consultation on June 26, 2007 (Tuesday) at nine o’clock in the morning (9:00
A.M.) at the ERC Hearing Room, 15™ Floor Pacific Center Building, San

Miguel Avenue, Ortigas Center, Pasig City.

Interested parties are hereby given until June 15, 2007 (Friday) to submit
their written comments on the Draft Determination (both hard and soft copies) to
the aforementioned address (soft copies may be sent to info@erc.gov.ph). The
ERC encourages submission of said comments in its preferred format hereto
attached as Annex “A”. On the other hand, those who may wish to have a copy
of the Draft Determination may request MERALCO, prior to the date of the initial
hearing, that they be furnished with a copy thereof. MERALCO is hereby
directed to furnish all those making such requests with copies of the Draft
Determination, subject to reimbursement of reasonabie photocopying costs. Any
party may examine the Draft Determination and other pertinent records filed with

the Commission during the usual office hours.

Finally, MERALCO is hereby directed to:

1. Post a copy of this Notice in: a} its Main Office; b) Branch Office/s;
and c) at least three {3) conspicuous places within its franchise
area;
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2. Publish this Notice in at least one (1) newspaper of general
circulation, immediately upon receipt thereof; and

3. Undertake other possible means of disseminating information to the

public relative to the above Draft Determination.

SO ORDERED.

Pasig City, May 18, 2007.

FOR AND BY AUTHORITY
OF THE COMMISSION:

LEJANDRO Z. B
Commissioner

MRALCO/NOHC& on RDWR RRPP
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Copy furnished:

1.  ATTYS. RAUL CORALDE & RONALD VALLES
8™ Floor, Lopez Bidg., MERALCO Compound
Ortigas Avenue, Pasig City

2. THE OFFICE OF THE SOLICITOR GENERAL
234 Amorsolo St., Legaspi Village
Makati City

3. THE COMMISSION ON AUDIT
Don Mariano Marcos Avenue
Diliman, Quezon City

4. THE COMMITTEE ON ENERGY
Senate of the Philippines
(G SIS Building, Roxas Bivd.,
Pasay City

5. THE COMMITTEE ON ENERGY
House of Representatives
Batasan Hills, Quezon City

6. ENGR. ROBERT MALLILLIN
Napocor Industrial Consumers Assoc. Inc. (NICAI)
San Miguei Energy Corporation
G/F SMC Building
40 San Miguel Avenue,
Mandaluyong City

7. NATIONAL ASSOCIATION OF ELECTRICITY CONSUMERS
FOR REFORMS (NASECORE)
No. 10, 680 Quirino Ave., Bayside Court Compound
1700 Tambo, Paranaque City



