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NAPOQCOR INDUSTRIAL CONSUMERS ASSOCIATION, INC.

oo Ground Fioor, Alegna Bide 2229 Don Chune Roces Ave. Makati Ciry

Pearaasy 8, 2003
ENERGY REGULATORY {OMMISSION
Pa:ific Center Bidg,
Sa1 Moguel Ave , Ortigas Center, Pasig (i

Attention: Aty Manna C. Bugavong

Subject: Adoption of an Alternative Forre of
Rate-setting Methodology For TRANSCO

Diar Asty. Bugayong:

fereunder are our initial comments on the subject. which we hope will be given due
cotisideration by the honorable Commission :

i Trensmission charges should reflect closer the trus cost of providing such service by
taking into consideration distance or length of transmission lines used 1o the transmission
of power from one peint to another. This can be captured in a method called “godal” or
“ponal” pricing. With nodal pricing. nodal poiots or nodes are identified and designated
mn the trangmission svstem, wherein the charges are computed based on nodesto-node
servics, In 2 similar manner, with zonal pricing, the transmission system is divided into
zones, wherein transmission lines in & contiguous ared are lumped rogother to form zones.
in this case, pricing i¢ based on zone«tyezone service.

2. The utiiity's income tax as &n expense that can be passed on to the consumets is, we
believe, mot in order. We fully agree with the recent Sapreme Court raling that income tax
shouid be borne by the fncome samer and in this case, the stockholders of the utility and
not the consumers.

3, In view of the transiton from a yovernment bureansracy 1o private management, there
should be stapdard parameters for cfficiency o be followed by the trsngmission
provider that {5 comparable with those utilities in dersguiated markets like New Zealaod,
Crreat Botain or Argenting,

We intend to participate acuively in agy consuifatien or deliberation on the subject.
Thi ok you.

Very truly yours,

OBERT F. MALLILLIN




