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On December 8, 1994, Republic Act No. 7832, otherwise known as the
Anti-Pilferage Law, was enacted. In July 1885, the ERB promulgated the
Implementing Rules and Regulatiens (IRR) under ERB Case No. 95-05, to
implement said law. Section 10 of RA 7832 and Ruie IX, Section 1 of ite IRR
provide that the recoverable Technical and Non-Technical System Loss should

not émeed the fourteen percent {14%) ceiling allowed for year 2000.

The Commission believes that the present cap on Technical and
Non-Technical System Loss of 14% should continue to be used in the

calculation of revenue requirements at this time. This would, however, be
| subject to change upon the approval of a new policy by the Commission. The
actual Technical and Non-Technical System Loss or cap of 14% plus 1%
cooperative own use (which should not include personal consumption of
CELCO’s Board of Directors, officers and siaff) whichever is lower shall be
deducted from total power Icost and to be billed separately as System Loss

Charge.

The Commission found that CELCO’s 2000 to 2002 average system loss
was 18.09% which was higher than the aforementioned cap of 14%. Hence,
the Commission used the system loss of cap of 14% in the calculation of

CELCO's revenue requirement.
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I.B.2.c. DISTRIBUTION CHARGE

The distribution charge shall be billed on a fixed rate per kilowatt-hour
for all end-users. Industrial customers shall be billed on a fixed rate per kWh

and kW.

CELCO did not prapose for distribution wheeling rates. However, the
Commission believes that wheeling rates are parallel to the cost of service
functionalized under Distribution. Thus, the Commission orders that the
Distribution Charge provided on Rate Schedules be likewise utilized as
Distribution Wheeling Charges available to the future eantestabie market.
Other distribution utilities requesting to wheel power across CELCO’s facilities
shall pay wheeling charges equivalent to Distribution Wheeling Charges for

Industrial customers.

The Commission’s decision to allow a distribution utility to avail of the
Distribution Whesiing Charges of another distribution ulility is based on the
general intent of R.A. 9136 to promoie a compstitive generation market.
Distribution utilities that currently or in the future shall rely in full or in part on
the distribution facilities of another distribution utifity should not be held captive
by the other dist‘n'butian atility' in the purchase of unbundled generation.
Therefore, distribution utilities are prohibited from bundiing or tying the sale of

generated or purchased power with the saie of unbundled distribution wheeling

i

service.
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I1.B.2.d. METERING and SUPPLY CHARGES

The Commission acknowledgeas that cost-causation rate design princi'pie
suggests the recovery of customer-related costs associated with the metering
and supply functions through fixed_ monthly charges.  Along with this cost of
service principie, howe?er, the Commission also considers rate design impacts
across the spectrum of end-users within each rate class.  Although R.A. 9136
requires the removal of inter-class cross subsidies, the law does not reguire
removal of revenue ﬂawé that may be characterized as intra-class cross
subsidies. = The Commission has the flexibility to consider other factors in
determining rate design for a particular class of end-users.  Therefore, fo
mitigate the impact on below-average consumption of residential end-users, the

‘Commission orders CELCO to use a combination of PhP 5.00 per meter per
month and PhP 0.5104 per kWh rate for the metering function and orders
CELCO to use a PhP per kWh rate for the supply function. For Commercial,
Industrial, Public Building and Street Lights end-u'sers, metering charge shall
be billed a fixed rate per meter per month. I-icwever,' the unmetered Street
Lights end-users will not be billed a metering char_ge. The supply charge-shall
be billed on a fixed rate per customer per month for all end-users (except the

Residential).

=1 7
——
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i.B.3. INTER-CLASS CROSS SUBSIDY
i.B.3.a. CROSS SUBSIDY RATE CALCULATION

The inter-class cross subsidies in existing rates are as follows:
]

Totsl | Residential | Commercial | industrial | piiidings | Lipnts

New Cost-Based Revenue Requirement {PhP} | 30,701,429 § 21,325,377 53303 1117303 | 11,9274 - 1,001,245
Existing Rates Revenua (PhP} | 20540549 F 20076814 5,403,137 | 1,008,888 | 1,883,868 1,088,044
Totat Change in Revenue {PHP) 1,152,880 1,248,783 (73,124} 18,415 43,625 _@4,799)
Percentage Change In Revenue - 3.90%

Normalized Existing Revenue {PhP} | 30,701,429 | 20,859,933 5613948 | 1,141,763 | 1,957,368 1128417
Inter-Class Cross Subsidy Amounts _ {PhP) (465,444) 283935 | 24480 | 20877 127,172
Class Billing Determinants {inkWh} | 3421281 2324572 625,603 127,235 2814 126,747
inter-Class Crosgs Subsidy Rates  {PhPAWH) {£.2002) 0.4538 0.1922 81370 10113

i1.B.3.b. CROSS SUBSIDY REMOVAL

Section 74 of R.A. 9138 and Rule 16, Section 5 of itsrlmplementing
Rules and Regulations provide that the ERC shall issue a scheme for phasing
out all cross subsidies including subsidies within Grids, between Grids, and
between classes of end-users. The phasing out- period shall not exceed three
(3) yéars from the establishment of the Universal Charge, which may be

exiended for a maximum period of one (1) year subject to certain conditions.

In the instant case, the Commission will order the cross subsidy removal
process at a later date. Until such time, CELCO will continue to chargse the

inter-class cross subsidy rates set forth in Section 11.B.3.a. at;ove.

\N
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.B.4. LIFELINE RATE and LEVEL

Section 4 (hh) of R.A. 9136 defines Lifeline Rate as the subsidized rate
given fo low-income captive market end-users who cannot afford to pay at full
cost. Pursuant to Section 73 of R.A. 9136, the Commission hereby sets the

level of lifeline consumption and its comesponding discount rates.

~ In determining the minimum lifeline level of consumption to be provided
to the marginaiized end-users, the Commission calculaied the probable load -
requirement of typical low-income end-users by considering two (2) lighting
facilities at 20 walts sach and a 50-watt Radio that are being used for a
reasonable number of hours. In seiting the maximum level of lifeline
consumption, the Commission may adjust the minimum level of consumption
and/or level of the lifeline discount 50 as to maximize the benefit to low-income
end-users while keeping the costs associated with such subsidy between
PhP 0.05 and PhP 0.10 per kWh. Thus, the Commission sets the lifeline .
consumpfion maximum %evei.of 12 kWh for CELCO. The Commission
considers the impact that the subsidized Lifeline Rates will have on other
end-users who must carry the costs aséaciated with such subsidy. This fact,
combined with thé desire {o maximize the benefit to as many marginalized
end-users as possible has, led .the Commigsion to ‘adopt the following
graduated scale for lifeline discount for CELCO. The gradueted scale is also

based on the recognition that individual end-user consumption may likely vary

TR

from month to month.
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12 kWh and beiow - 10%

CELCOQ shali apply these discounts to the following residential charges:
Generation, Distribution, Supply, Metering, and System Loss. In' a given billing
period, an end-user at any of the above consumption levels shall be given the
specified corresponding discount on each of these rate components. An end-
user with a level of consumption exceeding 12 kWh in a particular billing period

shall not be entitled to any discounted lifeline rate for said period.

The cost of subsidy to lifeline end-users shall be passed on to all
non-lifeline end-users. For CELCO, the lifsline discounts result in a Lifeline

Rate Subsidy by other end-users equal to PhP 0.0616/kWh.

H.B.5. OTHER CHARGES

CELCO’s additional submissions to this Commission of its existing Other
Charges as previously presented were considered in the determination of its
revenue requirement. Fifty percent (50%) of the revenues derived from these
charges were appropriately deducted from the determination of the revenue
requirement aliowed to CELCO. In future cases filed after Other Charges
have been established based on cost, thé appropriate level of deduction of the

revenue derived from these charges may be revisited.
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The Cther Charges of CELCO are hereby pegged at their existing levels
until such time that the Commission sets .new rates on the same. Furthef,
CELCO is ordered to make a compliance filing on its Other Charges one (1)
year from thel date of this E}ebisio:; uéing a format to be prescribed by the

Comimission.

The compliance filing for approval of Other Charges shall include rates
that are cost-based, as well as, all supporting cost justiﬁcatiané for the rates,
including but not iimited to the amount of actual time and wages of employees

performing each task encompassed by each type of Other Charges.

i.B.6. ESTIMATED IMPACT ON AVERAGE RESIDENTIAL CONSUMER

A comparison of the estimated impact of all adjustments {o the revenue
requirement on the monthly bill of an average residential end-user consuming
32 KWh a month using rates based on CELCO’s actual existing rates as of
August 2004 against the unbundled rates approved by the Commission is

shown below,
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Amount |

WHEREFORE, the foregoing premises considered, it is hereby decided

as follows:

1.

To approve the unbundled scheduie of rates of CELCO to be

effective on the first billing cycle thirty (30) days after receipt of

this Decision:

PhP/kWR | Amount PhP/A&Wh
{PhP) 1 (PhP)
Basic Rate 4.4254 141.61 | Generation Charge 5.86406 180.49
PPA 4.2097 134.71 Distribution Charge 1.3656 43.70
WAC . 0.0000 0.60 System Loss Charge 0.9616 w77
PAR : {0.3060) (9.6} | Supply Charge 0.5352 17.13
Universal Charge: Metering Charges:
Per Meter Per Month 5,00
Missionary Per kWh ¢.5104 16.34
Etecirification 0.0373 1.20
Environmental Share 0.0025 0.08 Inter-Class Cross Subsidy {0.2002) {6.41)
‘| Rate Reduction due Universal Charge:
to Loan Condonation | {0.1449) {4.64} Missionary Electrification (0.0373 1.20
Environmental Share 0.0028 .08
Lifeline Ratef{Discount}/Subsidy] 0.06818 1.88
Power Act Reduction (0.3000) (8.60)
Rate Reduction due to Loan :
L Condonation (0.1449) {4.84)
TOTAL BILL 263.38 | TOTAL BILL 276.03
PhP/kWh 8.2300 | PhP/kWh 8.6259
DISPOSITION
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Residential | Commerclal | Industrial 3::.’:;:,%, E;g;::
Geaneration Charges:

Generafion System Charge {PhP&Wh} 5.6404 58404 5.6404 5.6404 56404
System Loss Charge {PhPAWh) 0.9516 0.9616 (.9616 0.9618 0.9616
Distribution Charges:
~ Demand Charge (FhPKW} 16.50

Distribuion System Charge (PhPWh) 1.3656 12793 1.3678 1.3743 1.2086
Supply Charge:

Relail Cusiomer Charge (PhPICustomes/Month) 19.68 2743 18.56 20.48

Supply System Charge (PhPAWR) 0.5352
Metering Charges: ‘

Retall Meter Charge (PhP/Meter/Month}) 5.00 52 208.86 52.4 20.89

Metering System Charge (PhPiKWh) 0.5104
Intar-Class Cross Bubsidy Charge {PhP&Wh) (0.2002) 04539 0.1922 81370 10143
Universal Charges; '

Missionary Electrification Charge (PhPAWR) 0.0373 0.0373 0.0373 0.0373 0.0373

Environmental Charge (PhPRWH) 0.0025 0.0025 0.0025 0.0025 0.0025
Lifeling Rate (DiscountiSubsidy {PBP/KWH) 0.0616 0.0616 0.0616 0.0816 0.0616
Powor Act Rate Reduction (PhPKWh) {0.3000)

Loan Condonation {0.1449) {0.1449) {D.1449) {0.1449) {01449}

Lifeline Rate {Discount/Subsidy To be based on residential rate in a graduated scale as provided in Section 11.B.4 of this Dacision.
Rate Reduction due to Loan Condonation as per ERC Order datext Sepiernber 10, 2003 in Case No. 2003-352,

2,

To direct CELCO to comply with the Tollowing:

a.

Discontinue charging the PPA upon effectivity of the
approved unbundled rates. CELCO shall automatically bill
its end~_users the new Generation Rate charged by NPC-
SPUG as approved and authorized by the Commission,

Bil PhP 0.0373/kWh representing the missionary
slectrification portion of the Universal Charge in

accordance with the Decision of the Commission in ERC

Case No. 2002-1658 (In the Matter of the Petition for the

ke N




Page 3¢ of 36

Availment from the Universal Charge the Share for

Missionary Electrification, NPC-SPUG, Applicant);

Bil PhP 0.0025/kWh representing the environmental
portion of the Universal Charge in accordance with the
Decision of the Commission in ERC Case No. 2002-194
(In the Matter of the Petition for the Avaiiment from the
Universal Charge the Environmental Share/Charge for the

Rehabilitation and Management of Watershed Areas, NPC,

“Applicant),

Bill its respective end-users using a billing format, which
contains at least the rate elements, provided in Annex A of
this Decision upon effectivity of the approved unbundled
rates. The rate elemenis provided in Annex A should
appear on the end-users bil even if the rate elements
currently have value of zero or have not yet been

determined by the Commission; |

inform the end-users within its franchise area of the
approved unbundled rates not later than thirty {30) days

after receipt of this Decision;

Submit for verification and confirmation purposes on or
before the twentieth (20™) day of the month following the
effectivity of the approved unbundled rates and every

month thereafter: 1) five (5) sample bilis for each end-user

b/ N



Page 33 of 36

class; 2) copy of the bills from the generation and
transmission companies; and 3) Monthly Financial
Statistical Reports (MFSRs), complete with all related

schedules;

Make a formal application with the Commi'séion for the
approval of existing or future contracts with any entity for
the wholesale purchases of power not yet approved by the

Commission;

Make a formal application to continue the use of Other
Charges within one (1) year from date of this Decision

using a format to be prescribed by the Commission;

File a progress report on the reinvestment fund no later
than one (1) year after the date of this Decision and every
year thereafler, using the preécribed formats provided in

Annexes B and C of this Decision. The report shall include

detailed accounting of actual collections and deposits

(including interest/dividend income), -specific transactions

and Mthdrawais for ali disbursemenis, and actual current

system losses;

Submit a new System Rehabilitation/Upgrading and/or
System Loss Reduction Plan covering the period 2004 to

2008, no later than one (1) year aftér the date of this

MPQ -
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Decision using the format fo be prescribed by the

Commission; and

k. institule polibias and procedures for cost-cutting and
transparent and competitive procurement of goods and
services and submit a report thereon to the Commission

within six (6) months from receipt of this Decision.

S0 ORDERED.

Pasig City, September 30, 2004

......

ESUS N. ALCORDO
Commissioner

M
AYEIANDRS Z. BA

Commissioner Commissioner

-

Copy furnished: /

1. Atty. Zenon 8. Suarez
" Counsel for CELCO
4/F Casman Bldg., 1198 Quezon Ave.,
Quezon City

2. Engr. Rolando T. Camaso
General Manager
Camotes Island Eletric Cooperative, Inc. (CELCQ)
Poro, Camotes Island Cebu 6049



ARKNEX A
SAMPLE BILLING FORMAT
{Far Electric Cooperalives}

Ameunt Due

}. Generation Charges . :

Generation System Charge ) :

X kWh @ PhP ocokWh PhP 300020

Franchisa & Benefits to Host Communiies Charge o AR

ox kKWh @ PhP oodkWh ' ROLIX

FOREX Adjustment Charge . S

e kWh @ FhP xooikWh . 30030X
§. Transmission Charges’ - . :

Dermand Charge IR
o kKW @ PhP oodkW R ¢ 8 .3
Transmission System Charge T ’

xxx kWh @ PhP xxdkwh _ PR - - 4 . ¢

Jilt. System Loss Charge _ .
wx kKWh @ PhP ookWh S o
V. Dlatribution Charges’ '

bBemand Charge {(For customera with demand melars)
xxx KW @ PhP xoodkW

Distribution System Charge
0o KWh @ PRP oodkWh N LXK

V. Supply Charge _
oo KWh £ PhP xo¢kWh or PhP wodocustomer/mao. ] 0K XK

VI, Metering Charge . .
oo kWh @ PhP xiodkWh or PhP xxx/oustomerima, . - I

VIl Universal Charge

NP Stranded Debls ) .
xxx XWh @ PhP xookWh E S
NPC Stranded Contract Costs S :

00 kWh @ PhP 0x/kWh T oK
DUs Standed Contract Costs e
o kWh @ PhP xxx/kWh R
Missionary Elactrification : PEEE
0o kWh @ PhF oo/kWhe
Equallzation of Taxes and Royalties
x0x kWh @ PhP oxikiwvh
Environmentat Chamge S S
o kKWh @ PhP xodikWh S ReRE
Cross-Subsidy Removal oo R T
xxx kWh @ PhP xokWh

Vil nter-Clazs Croas Subsidy Charge . o .
xxx kWh @ PhP xxkWh S oo
X. Ofher Charges/Adjustments: )
Power Act Rate Reduction {For Residentiat Customers Only) _ .
s KWh @ PhP xsxx/kWh o)
tifeline Rate (Discounty¥Subsidy o )
X KWh @ PhP 00dkWh - o {mfgx)’- o
CURRENT AMOUNT DUE PhP oo '
ADDITIONAL, INFORMATION

Questions on your bik?

Piease contacl us anylime.

Dial talephone numbers:
SEE BACK FOR OTHER IMPORTANT INFORMATION

! Charges for sub-transmission facilities scquirad by Distribufion Utility shall form part of the
Distribution Charge. .

2 pursuant to Section 60 of R.A. 8136, savings realized by electric cooperatives (ECs) dua o the
removal of the amortization payments of iheir loans with NEA shall be passad on o its cuslomers;
hience {his rate shall avtomatically be reduced Dy an amount correspanding 10 that portion of the
rate rapresenting that aliocable to cost of & tien prior to condanation.

3 piscount or Charge

-

k



ANNEX B
NAME OF COOPERATIVE
PROGRESS REPORT ON THE 5% REINVESTMENT FUND - Reisvestmant Schedule A
For theone {1) year period covering {Start of the Effectivity of this Decision} to {11 months after)

- PInG Botance . L Tl T PO T —-— PR

{Month_1)

{Month 2)

{Month 3)

{Month 4)

{Month 5}

{(Month 8}

(Month 7}

(Monith 8)

{Month 9}

(Month 10}

(Month 11}

sMonth 12}

TOTAL

)

This is to certify that the above is 2 true and correct statement of ( Name of EC) Sinking Fund-Reinvestrment
Savings Account for the period covered ' . This is to further cedify that the actual collection on the 5% Reinvestment
were regularly deposited as received 1o the Sinking Fund-Reinvestment Savings Account.

* Actual Deposits should be within the same month as Actual Collections.
2 Should conform with the Reinvestment Schedule B

Deadline for Subrmission: 30 days after end of Month 1

Finance Manager/Accouniant

General Manager

>




\ ANNEX C
NAME OF COOPERATIVE '

5% REINVESTMENT FUND UTILIZATION PROGRAM - Reinvestmant Schedule B
For the monthly period covering {each month in Schaeduis A}

Spa pa for substation
Mornih 1; 15t day trangformer rewinding For rewinding of substation transformer 106,000.00 1234567890

‘ 3 CATEGORIES as provided in Workplan:

- Rehabilitation
- Upgrading
« Tie-up
- Others
Prepared by:
Finance Manager/Acourtant
Certified by:

Generaj Manager



ENERGY REGULATORY COMMISSION
Regulatory Operations Service

EXECUTIVE SUMMARY

CAMOTES ISLAND ELECTRIC COOPERATIVE, INC. (CELCQ)

ERC Case No. 2001-948

Application for Approval of Unbundled Rates Pursuant
to the Provision of R.A, 9136

A. Franchise Area

» 4 Municipalites, all
. (209 square kilometers)

the province of Camotes

Poro

Tudela

San Francisco

Pilar

island,

B. Estimated Avarage Impact of the Approved Unbundled Rate on Different
~ Customer Classes and Consumption Levels:

Cebu

Customer o Approved Unbundied Rate at -.Estimated Inc./{Dac.}
Class/ | 'Bundled | - Diferent. Bundled Rate vs.

Numberof | Rate |~ .  Consumption Levels . . Approvegal::bundied

Customers PhP/kWh - S C PhP/kWh PhP/Month - | PhP/kWh
Rasidential B.2300 | Balow Ave. 28 kWh B.6481 11.71 0.4181
8,224 Ave, 32 kWh 8.6259 12.67 0.3958
cuslomers ' Abave Ave. 178 kWh 8.4976 47 64 0.2676
Commarcial B.5300 | Below Ave. 188 kWh 8.6741 27.04 0.1441
463 Ave, 235 kWh 8.5876 1580 0.0676
customers Above Ave. 563 kWh 8.41%4 62.27) | (0.1108)
Based on August 2004 sample bills -

C. Customer Mix and KWh Consumption
Gustomsrs c::nsumption
o I -1 Percent to e Parcent to
Customer Class : .Number | Total ‘KWh " Total

Residential 8,224 88.11% 2,324,572 67.94%
Commercial 463 6.63% 625,603 18.29%
Industrial 33 0.47% 127,235 3.72%
Public Building 221 3.16% 218,124 ~ 6.38%
Sireet Lights 44 0.63% 125,747 3.68%
Total 6,985 100.00% 3,421,281 100.00%




D. Genoaral Statistics

Net Loss for the Year 2000 : PhP 3,998,085

Source of Power : NPC - BPUG
Number of Employees _ o 34
% of Barangay Energization : 84%
NEA Categorization & Classification®
as of Year 2000 _ oo D and Small

* A+ ig best operated and E is lowest.

I

E. OTHER SALIENT ISSUES
1. Lifeline Rate
» Lifeline consumption maximum level - 12 kWh

s Graduated scale for lifeline discount:

Consumption Level Discount on Rate
10 kWh and below - 10%
11 kWh - 10%
- 12kWh - 10%

Note: The graduated scale is aiso based on the recognition that
individual end-user consumption may likely vary from
month to month.

¢ Lifeline Subsidy Charge to other end-users - PhP 0.0616/kWh. This
shall be applied only to all non-lifeline end-users.

2. Discussion on Cross Subsidy Removal still pending

+ The Commission will order the cross subsidy removal process at a
later date following the establishment of the Universel Charge. Until
such time, CELCO will continue to charge the existing inter-class
oross subsidy rates, :

ECA\addr\%c
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