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Petitioner POWER SECTOR ASSETS AND LIABILITIES
MANAGEMENT CORPORATION (PSALM), through undersigned
counsel and unto this Honorable Commission, respectfully states:

L

NATURE OF PETITION

1.  This Petition for True-Up Adjustment for the National
Power Corporation’s (hereinafter, “NPC”) Stranded Debts
(hereinafter, “SD”) Portion of the Universal Charge (hereinafter,
“UC”) for Calendar Year 2017 to be collected from all end-users of




electricity, is being filed pursuant to Republic Act No. 9136 or the
“Electric Power Industry Reform Act of 2001” (hereinafter, “EPIRA”),
its Implementing Rules and Regulations (hereinafter, “EPIRA-IRR”)
and the Amended Rules for Recovery of NPC Stranded Contract Costs
(hereinafter, “SCC”) and SD Portion of the UC (hereinafter,
“Amended Rules for Recovery”) as adopted by the Energy
Regulatory Commission (hereinafter, “ERC”) in its Resolution No. 02-
2011 dated 7 February 2011.

IL.
TIMELINESS OF PETITION

2. Article VIII of said Amended Rules for Recovery provides
that true-up adjustment shall be done on an annual basis to be initiated
by PSALM through submission before this Honorable Commission on
or before the 15t day of March of every year of a detailed Variance
Analysis Report (hereinafter, “VAR") certified by an Independent
Third-Party Auditor as well as the relevant documents to support true-
up adjustments as part of the VAR. The VAR shall be the basis by
which the Honorable Commission will approve inclusion of any under
recovery in the current year’s level of NPC SD availment of the UC or
mandate a reimbursement due to over recovery by way of a reduction
in the current year’s level of NPC SD Portion of the UC.

3. In a letter dated 02 February 2018, PSALM requested the
Honorable Commission for an extension of the deadline to file, among
others, the True-up Adjustment of the NPC 5D Portion of the UC for
Calendar Year (heteinafter, “CY”) 2017 and the update/VAR on the
implementation of the NPC’s SD Portion of the UC for CYs 2011-2012,
from 15 March 2018 to 31 July 2018. The extension was necessary for
the following reasons: (a) to provide time in processing the data
contained in the certified financial statements which was only
approved by the PSALM Board last 04 April 2018; (b) to properly
identify and classify the components which are eligible for recovery
under the SCC and SD True-up Adjustment; (c) to secure requisite
approvals from the PSALM Board ; and (d) to ensure compliance with
the Amended Rules for Recovery and other relevant rules and
regulations, prior to the filing of the UC petitions before the Honorable
Commission.

4.  Further, as the VARs corresponding to the True-up
Adjustment of the NPC SD Portion of the UC for CY 2017 and
implementation of the ERC-approved CYs 2011-2012 UC-5D is




required to be certified by the Comimission on Audit (hereinafter,
“COA”), our Independent Third-Party auditor, under the Amended
Rules for Recovery, it should be afforded ample time to verify and
validate the SD VARs to enable it to issue separate certifications
thereon.

Attached as Annex “A” is a copy of PSALM’s letter to the ERC
dated 02 February 2018.

5.  The ERC, in its letter dated 13 March 2018, approved
PSALM’s request to extend the deadline for filing the True-up
Adjustment of the NPC SD Portion of the UC for CY 2017 and
submission of the update/ VAR on the implementation of the NPC’s
SD Portion of the UC for CYs 2011-2012 until 31 July 2018.

Attached as Annex “B” is a copy of ERC’s letter dated 13 March
2018.

6.  Hence, the instant Petition for True-Up Adjustment is filed
within the period granted by this Honorable Commission.

I1I.
PETITIONER

7. Petitioner PSALM is a government-owned and controlled
corporation created by virtue of RA 9136 or the EPIRA, with principal
office address at 3/F National Transmission Corporation (hereinafter,
“TransCo”) Building, Quezon Avenue corner BIR Road, Quezon City.

8.  The principal mandate of PSALM is to manage the orderly
sale, disposition, and privatization of NPC generation assets, real
estate and other disposable assets, and Independent Power Producer
(hereinafter, “IPP”) contracts with the objective of liquidating all NPC
financial obligations and stranded contract costs in an optimal manner
(Sec. 50, EPIRA). To attain its objectives, PSALM shall, among others,
[i] calculate the amount of the stranded debts and stranded contract
costs of NPC which shall form the basis for ERC in the
determination of the universal charge (emphasis supplied) and [ii]
liquidate the NPC stranded contract costs, utilizing the proceeds from
sales and other property contributed to it, including the proceeds from
the universal charge (Sec. 51, EPIRA).




9,  Itis PSALM's responsibility to calculate the amount of the
SD of NPC that can be recovered through the UC, subject to the review
and approval by the Honorable Commission.! The recovery of NPC 5D
through the UC shall be uniform to all the end-users.?

10. PSALM is likewise responsible for initiating true-up
adjustments through the submission of the VAR certified by an
Independent Third-Party Auditor as well as the calculation and
collation of supporting documents for UC-5D?.

V.
ANTECEDENTS

-~ 11.  Stranded Debts of NPC refer to “any unpaid financial
. obligations which have not been liquidated by the proceeds from the
sales and privatization of NPPC assets”.

12.  On 07 February 2011, this Honorable Commission
approved and adopted ERC Resolution No. 2, Series of 2011 or the
Amended Rules for Recovery which, among others, established the
procedure and manner in which PSALM shall file its petitions for
availment from the UC with respect to NPC SCC and SD recovery, and
defined the parameters in calculating said SCC and SD.

13.  On 28 January 2013, the Honorable Commission rendered
its decision on ERC Case No. 2011-092 RC (hereinafter, “ERC
. Deécision”), disapproving the petition of PSALM for the recovery of
NPC’s SD portion of the UC and setting the recoverable SD to zero (0)
“since the allowable SD for CY 2011 can be fully covered and paid from the
proceeds of NPC’s operation. This is without prejudice to the filing of annual
true-up adjustments for the recovery of succeeding SD.”

V.

VARIANCE ANALYSIS REPORT TO SUPPORT
THE CY 2017 UC-SD TRUE-UP ADJUSTMENT

14. Under Section 3, Article VIII of the Amended Rules for
Recovery, the VAR to be submitted by PSALM to the Honorable
Commission shall contain, at the minimum, the following:

1 Article V, Amended Rules for Recovery
2 Gection 1, Article V, Amended Rules for Recovery
3 Article VIII, Amended Rules for Recovery




a. Quantity Variance (hereinafter, “QV"), which refers to the
-~ difference between the billing determinant used pursuant
to the ERC Decision and the Actual kWh sales to end-users;

b. Cost Variance (hereinafter, “CV”), which refers to the
difference in the estimated costs considered in establishing
the approved level of stranded debts and actual costs
incurred covering Gross Debt Service, Privatization
Proceeds, and Projected Net Cash Flow from NPC Main
Grid Operations; and '

The over/under recovery for the stranded debts shall be
equivalent to the sum of CV and QV translated in absolute
peso amount (QV multiplied by the PhP/kWh stranded
. debt approved by the Honorable Commission).

N

VL
FINANCIAL OBLIGATIONS SERVICED IN CY 2017

15, PSALM’s total financial obligations serviced/paid in CY
2017 consist of i) debt maturities of NPC, NPC-Small Power Utilities
Group (hereinafter, “NPC-SPUG”), PSALM, and the TransCo due for
the said period; and ii) Build-Operate-Transfer (hereinafter, “BOT")
lease obligations pertaining to eligible (for SCC calculation purposes)
and ineligible IPP contracts (relevant in calculating SD) due for the said

@ year.

16. For CY 2017, total debts and BOT lease obligations serviced
are summarized in the table below:

Total Financial Oblig Amount {(in PhP)

i} NPC's outstanding financial obligations as of _ :
effectivity of EPIRA 29,070,435,161.23

- Debts 1,698,304,638.20

- Lease Obligntion of all IPPs 27.172,130,523.03
ii) New loans contracted by NPC after the effectivity of 1.312,804,957.85

EPIRA

iif) Loans incurred by PSALM in behalf of NPC 43,229,100,140.47

Total Financial Obligations Serviced 73,612,430,259.55
Table 1: Summary of Financial Obligations Serviced in CY 2017

Attached hereto are the schedules of Financial Obligations
Serviced in CY 2017 consisting of Total Actual Debt Service for the




period ended 31 December 2017, Actual Debt Service for the period
ended 31 December 2017 and Lease Obligations paid in 2017 as
~ Annexes “C”, “C-1" and “C-2”, respectively.

VIL
GROSS DEBT SERVICE (GDS)
Recoverable Financial Obligations

17. Pursuant to Section 2, Article V of the Amended Rules for
Recovery, the financial obligations that shall be included as part of the
GDS for purposes of the SD true-up calculations are as follows:

i) NPC’s outstanding financial obligations as of the
effectivity of EPIRA;

ii)  New loans contracted by NPC after the effectivity of the
EPIRA;

iii)  Loans incurred by PSALM in behalf of the NPC; and

iv)  Loans contracted by TransCo prior to its privatization.

18. On the other hand, the financial obligations that shall be
excluded for purposes of the SD true-up calculations are as follows:

i}y  Capacity fees and debt service related to eligible IPP
contracts;

ii)  All other loans incurred by PSALM; and

iii)  All loans pertaining to NPC-SPUG.

19. Consistent with the ERC Decision on the recovery of UC-
SD, Capacity Fees/Lease Obligations of IPP contracts not eligible for
recovery under SCC (Lease obligations of ineligible [PPs) shall be
included as part of GDS under NPC's outstanding financial
obligations as of the effectivity of the EPIRA.

Allowable GDS

20. Out of the total financial obligations serviced by PSALM in
2017, the SD share in debt service or the allowable GDS was calculated
by applying to each component of debt service (principal repayment,
interest, guarantee fee, and other charges) the percentage share
utilization of SD in the loan proceeds. The percentage share utilization
of SD is based on the extent of loan proceeds that was utilized for
generation/ transmission/other power assets and ineligible IPPs




which' are all eligible for recovery under SD (hereinafter, “SD
Percentage”).

~ 21. The allowable GDS also includes the capacity fees/lease
obligations for ineligible IPP contracts, namely: San Roque, Luzon
Hydro (Bakun), Ilijan, Kalayaan 3 and 4, and Mindanao Coal/STEAG.
In other words, allowable GDS excludes capacity fees/lease
obligations of IPP contracts for Sual and Pagbilao Coal plantq which
are ehglble for recovery under the UC-SCC.

.. 22, Out of the PhP73.61 Billion total financial obhga‘aons :
serv1ced in CY 2017, Allowable GDS amounts to PhP42 15 Bﬂhon, as -+
shown below

Amount (in Ph¥)

0
i) NEC's outstanding financial obligations as of . ... 0 40 555 93 936
ko, - effectivity of BPIRA RPN 10’%58039686

- Debts I 1,898,304,638.20
|- Lease Obligation of non-eligible IPPs " © 9,057,499,298.66
" 1'ii) New loans contracted by NPC after effectivity of 816.274.059.51

EPIRA T
iii) Loans incurred by PSALM in behalf of NPC 30,379,591,721.59

‘ Total Allowable GDS l 42,151,669,717.96

Table 2: Summary of Total Allowable GDS for CY 2017

23 * The total allowable GDS of PhP42 15 :BIHIOT] ‘was ;urfher
reduced by PhP6.42 Billion, representing principal repayment portion
of loans (consisting of LBP* 75Bn Synidicated Term Loan, ROP®
Relending Facility and ROP Relent-$500M Onshore Dollar Bond) that
were used to service debt maturities included in the CYs 2011 and 2012
GDS and SD calculations (Loans for Refinancing), to avoid double
recovery.

24, Hence, Net Allowable GDS, net of the above-mentioned
principal repayment portion of Loans for Refinancing, amounts to
PhP35.73 Billion, as shown below:

Net Allowable GDS Amount (in PhP)

Gross Debt Service 42,151,669,717 .96

LESS: Principal Repayment Portion of New
Loans for Refinancing

6,421,982,877.73

4 Land Bank of the Philippines
5 Republic of the Philippines




Net Allowable GDS | Amount (in PhP)
Allowable GDS Net of Principal Repayment '

l Portion of New Loans for Refinancing (Net 35,729,686,840.23
| Allowable GDS)
Table 3: Summary of Net Allowable GDS for CY 2017

The details of Net Allowable GDS are in Annex “D” while the
schedule of Lease Obligations of Ineligible IPP Plants paid in 2017 is
attached as Annex “D-1".

VIIL
PRIVATIZATION PROCEEDS (PP)

e aE Cconsistent with the EPIRA and the UC-SD formula under
the Amended Rules for Recovery, the followmg PP component% shall
. be used to further reduce the allowable GDS: - -

i} Proceeds from the sale of assets or equity in the privatized
 entities; -
ii)  Proceeds from the privatization of non-ehglble IPP

- contracts; and
iiiy Proceeds from the concession of operations of the
transmission system.

26, Guided by the considerations on PP in the ERC Dec1s1on,
the PP for CY 2017 is shown below: S SIE I

. Privatization Proceeds ; Amount (in PhP)
Sale of Generation Assets L . 286,307,231.24
IPP Administrator Monthly Payment L 11,142474,111.36
interest on TransCo’s Concession Agreement _ 3,551,982,122.08
Other Priva-related Proceeds | 623,930,732.00

Total Privatization Proceeds 15,604,694,196.68

Table 4: Details of Privatization Proceeds for CY 2017

27.  The details of the privatization proceeds for CY 2017 are as
follows:

d.  The proceeds from the sale of generation assets amounting
to PhP0.29 Billion correspond to the sale of
decommissioned Sucat Thermal Power Plant and
unserviceable assets, junk and scrap materials;

e. . The IPP administrator monthly payments amounting to
PhP11.14 Billion, net of Value Added Tax (hereinafter,




“Y AT”) shouldered by PSALM, represent the privatization
proceeds from the three (3) IPP Administrators, namely,
Vivant Sta. Clara Northern Renewable Generation Corp.
(VSCNRGC), Strategic Power Development Corporation
(SPDC), and South Premiere Power Corporation (SPPC), as
a result of PSALM's privatization of IPP contracts covering
Luzon Hydro (Bakun), San Roque and Ilijan, respectively.

Proceeds from VSCNRGC represent interest on unpaid
Monthly Payment covering September 2016 to March 2017
which was paid in 2017. VSCNRGC filed a petition for
corporate rehabilitation with the Regional Trial Court
(hereinafter, “RTC”) Branch 11, Cebu City ‘'on 16 May 2017.
The RTC Branch 11 issued a Commemement/ Stay Order
declaring the entity under rehabilitation®on 26 May 2017.
Pending the court’s resolution on PSALM's ‘Opposition
with prayer to lift Stay Order, Northern Renewables
continues to administer the contracted capacities sans
payment of Monthly Payment to PSALM.

The interest on TransCo’s Concession Agreement
amounting to PhP3.55 Billion represents the semi-annual
interest payments made by the National Grid Corporation
of the Philippines (hereinafter, “NGCP”) on the balance of
the concession fee under the Concession Agreement; and

SEQUOsS, Ao

28.

The proceeds from the sale of other prwahzatlon -reiated
activities amounting to PhPO 62 Billion' con81st of the
following: i} sale of Roto Coal; ii) forfelture of performance
bond from FDC Misamis Corporation in relation to the
termination of IPP Administration Agréement of Mt. Apo
1 and 2; iii) exercise of option existence notice on assets
under land lease agreement; and iv) sale of waste
materials.

The PP are net of VAT, consistent with Bureau of Internal

Revenue (BIR) Revenue Memorandum Circular No. 11-2012 which
states, among others, that:

“x x x Considering that the sale of electricity is now
subject to VAT, the real properties sold by PSALM are
regarded as real properties used in the trade or
business. While it is clear under the Tax Code of 1997
that such sale is not subject to income tax, there is no




provision under the same Code that exempts it from
VAT nor subject it to VAT at zero rate. x x x”

“x x x Moreover, gross receipts of PSALM from the
lease of NPC transferred assets and other assets are
deemed in the ordinary course of trade or business,
hence, subject to VAT under the Tax Code of 19977

29. Considering that the IPP Administrator Agreement
between PSALM and the IPP Administrator provides that, “In the
event that the Monthly Payments are determined with finality to be
subject to value added tax, all applicable value added tax on such
payments shall be for the account of PSALM...", for purposes of SD
calculations, the IPP Administrator Monthly Payment received by
PSALM was reduced by the VAT shouldered by PSALM. S

20 Attached hereto as Annex “E” is the Schedule of Actual
Privatization Proceeds (for SD Recovery) based on Annexes “E-1” and
#E-2"  which are the Actual Privatization Proceeds, and VAT and EW'T
on Privatization Proceeds, respectively.

IX.
PROCEEDS FROM NPC OPERATIONS (PO)

30. Consistent with the Amended Rules for Recovery and ERC
Decision on the UC-SD, the PO which is composed of the following
items shall be used to reduce the allowable GDS. Below is the list of
generating assets and ineligible IPP contracts for CY 2017 whose
operating results were considered in calculating PO:

PSALM Owned IPP Plants IPPs under IPPA
Plants

Caliraya
Botocan Luzon Hydro
Malaya Kalayaan I (Bakun)
Agus-Pulangui and II San Roque
Casecnan [lijan
Mindanao Mt Apol &2
Coal |

Table 5: List of Plants and IPPs

31. The PO of the remaining generating assets and PP
contracts for CY 2017 that were considered in the SD true-up
calculations are shown below:




Proceeds From NPC Operations Amount (In PhP)

REVENUES ‘
Net Utility Revenue (NUR) 23,314,155,484.63
Generation Payment Billings 27 486,884,145.68
Net, Other Income 306,138,604.33
Total Revenues 51,107,178,234.64
COSTS
Fuel 22,950,831,223.45
Purchased Power Cost 14,609,430,662.49
Energy Purchased from PEMC (To meet TSC) 39,556,021.12
Pumping Cost 3,205,769,144.62
Other OPEX 1,981,233,569.63 ‘
Total Costs 42,786,820,621.31 |
Net Cash Flow / PO 8,320,357,613.33

Table 6: Summary of Proceeds from NPC Operations

The detailed PO for CY 2017 is attached hereto as Annex “F”.
. 32.  The components of the PO for CY 2017 are as follows:

a.  Net Utility Revenues refer to revenues generated from the
provision by the remaining generating assets and
ineligible IPP plants of energy and ancillary service to
customers and the spot market. These revenues were
based on the Operating Results, Cash Flow or the Results
of Operation (hereinafter, “ROO”) for CY 2017 broken
down into Ineligible and Eligible, attached as Annex “F-17.

b.  Generation Payments represent billings '‘made ‘co PP

| . : Administrators of ineligible PP plants, namely -Luzon
| Hydro (Bakun), San Roque, llijan and Mt. Apo. =

Generation Payments from IPP Administrators coveting
ineligible IPP contracts that were privatized are considered
in the PO “as billed” by PSALM. In view of the
Commencement/Stay Order issued in favor of VSCNRGC
for its Corporate Rehabilitation, Generation Payments
billed to VSCNRGC for the Luzon Hydro IPPA covering
2017 billing period have remained unpaid. SPPC likewise
has unpaid Generation Payment in relation to the Ilijan
IPPA. The TPPA Agreement (IPPAA) with SPPC was
terminated by PSALM on 04 September 2015 due to
underpayments on its Generation Payments. SPPC
thereafter filed a civil case against PSALM before the
Mandaluyong RTC with prayer for writ of preliminary
injunction. The trial court granted the writ in favor of SPPC




and as a result, SPPC continues to administer the llijan
contracted capacities.

For the Mt. Apo 1 and 2 IPPA, both the Monthly Payments
and Generation Payments billed to FDC Misamis Power
Corporation were included in the PO notwithstanding the
underpaid or unpaid amounts due to PSALM. PSALM
assumed administration of the contracted capacities of Mt.
Apo 1 and 2 starting 22 December 2017. The IPPA of Mt.
Apo 1 and 2 was terminated on 28 December 2017.

Unpaid Generation Payments by VSCNRGC, SPPC and
FDC Misamis for CY 2017 amounted to PhP0.18 Billion,
PhP0.28 Billion and PhP1.03 Billion, respechvely, or a total
of PhP1.50 Billion.

Attached as Annex “F-2"and Annex “E-3” are the
Summary of IPPA Billings - Generation Payments and
VAT on Mt. Apo Monthly Payments, respectively. "

Net Other Income/ (Expense) consists of other income less
other expenses not directly attributable to the operations of
existing power plants.

Costs include fuel and purchased power costs (hereinafter,
“PPC”), enetgy purchased from the Philippine Electticity
Market Corporation (hereinafter, “PEMC”), pumping
costs and other plant operating expenses (hereinafter,
“Other OPEX”). Other OPEX includes NPC’s Operation
and Maintenance Agreement (hereinafter, “OMA”) costs,
station use, share in national wealth, Energy Regulation
(hereinafter, “ER”) 1-94, real property taxes, insurance and
technical and administrative expenses. For PSALM's
remaining generating assets and ineligible IPP plants, the
cost components are based on the CY 2017 ROO. On the
other hand, cost components for IPP plants under IPPA
were based on the CY 2017 Schedules of Fixed and Variable
Costs of Ineligible Plants under IPPAA, attached hereto as
Annexes “F-4” and “F-5", respectively.




X.
NPC’s STRANDED DEBTS

33. The NPC Stranded Debts shall be equivalent to the
Allowable GDS net of the calculated PP and PO. The calculated
S_’cranded Debts for CY 2017 amounts to PhP11.80 Billion as shown
below.

STRANDED DEBTS
GDS 35,729,686,840.23
Less: PP 15,604,694,196.68
PO 8,320,357,613.33

11,804,635,030.22

Table 7: UC-SD for CY 2017

34, Itshould be noted that the calculated SD for CY 2017 in the
amount of PhP11.80 Billion will increase to PhP13.30 Billion if we
consider the unpaid Generation Payments amounting to PhP1.50
Billion due from SPPC, VSCNRGC and FDC Misamis Power
Corporation.

XI.
e COST VARIANCE (CV)

w35 As mentioned above, Cost Variance (CV) refers to the

differe_nce in the:

i) Estimated costs covering GDS, PP and PO considered in
establishing the approved level of stranded debts; and

ii)  Actual costs covering GDS, PP and PO.

36. In arriving at the CV, these two (2) items need to be
established. Since the ERC set the recoverable SD to zero, it follows
that the value of estimated cost is also zero. As such, actual costs (GDS
less PP and PO) for CY 2017 will necessarily be equivalent to the CV
for the same period, amounting to PhI’11.80 Billion as shown below:

Particulars Amount {in PhP)
Gross Debt Service 35,729,686,840.23 i|
Less: Privatization Proceeds 15,604,694,196.68
_ Proceeds from NPC Operation 8,320,357,613.33




Particulars Amount (in Ph¥)
CY 2017 Actual SD 11,804,635,030.22

o Less: SD Approved for Recover “

Cost Variance 11,804,635,030.22
Table 8; Cost Variance

XI1.
QUANTITY VARIANCE (QV)

37. Quantity Variance (QV), as stated earlier, refers to the
difference between the billing determinant used pursuant to the ERC
Decision and the Actual kWh sales to end-users. This will be the QV
in kWh sales.

f’,_{?fl %8 To determine the QV in absolute amount, QV is multiplied
by the PhP/kWh SD approved by this Honorable Commission. Since
the Honorable Commission set the recoverable SD in PhP/kWh to
zefo, QV in absolute amount will also be zero regardless of the QV in
kWh sales that will be computed.

XITI.

CY 2017 UC-SD TRUE-UP ADJUSTMENT

39. As mentioned above, the VAR to support the SD True-up
Adjustment is the sum of the CV and the Peso Value of the QV. Thus,
the NPC 8D True-Up Adjustment is equivalent to the CV (Allowable
GDS, net of the calculated PP and PO plus the zero (0} QV. The
calculated SD True-Up Adjustment for CY 2017 amounts to PhP11.80
Billion, as shown below:

Particulars | Amount (PhP)
GDS 35,729,686,840.23
Less: I'P 15,604,694,196.68
Less: PO 8,320,357,613.33

CY 2017 Actual SD 11,804,635,030.22

Less: SD Approved for Recover

Cost Variance 11,804,635,030.22

UC-SD True-Up Adjustment for CY 2017 11,804,635,030.22
Table 9: UC-SD True-up Adjustment for CY 2017

A copy of the COA's Independent Auditor’s Report on the VAR
on the True-Up Adjustment of the NPC SD Portion of the UC for CY




2017 to support the True-up Adjustment, is attached hereto as Annex -
“Gr.

| 40. The equivalent rate of the CY 2017 UC-SD True-Up
Adjustment is PhPP0.0152/kWh, calculated by dividing the PhP11.80
Billion by the projected energy sales from January 2019 to June 2026

based on the Department of Energy’s Electricity Sales Forecast by Grid
(2016-2030) with details as follows:

Energy
UC-SD True-Up Adjustment Sales UC-SD Rate
_ for CY 2017 (in PhP) Forecast (PhP/kWh)
AT (GWh)

Goibo o 11,804,635,030.22 776,056 0.0152
¢, - Table 10: UC-SD True-up Adjustment for CY 2017 in PhP/kWh =

. A copy of the Electricity Sales Forecast, PDP (2016- 2030) as
sourced from the DOE is hereto attached as Annex “H".

XIV.

ACTUAL OUTSTANDING DEBT SERVICE
AS OF 31 DECEMBER 2017

o 41. Pursuant to Section 3, Article V of the ERC Amended Rules
fbr Recovery, PSALM shall include in the petition’ for cost recoverv
u‘hdér the UC for Stranded Debts, the actual outstanding Debt Service

. 4$°6Fthe current year to account for any adjustment on the Debt Service
for reasons, such as, but not limited to, PSALM’'s refinancing of
existing debts. Such recalculated Debt Service shall be used in the true-
up computation as provided under Article VIII of the Amended Rules
for Recovery.

42.  Shown below is the actual outstanding GDS as of 31
December 2017 as compared with the outstanding GDS as of 31
December 2010, 31 December 2011 and 2012, 31 December 2013, 31
December 2014, 31 December 2015 and 31 December 2016. The GDS as
of 31 December 2010 was considered by the ERC in its Decision dated
28 January 2013 under ERC Case No. 2011-092. As to the GDS as of 31
December 2011 and 2012, 2013, 2014, 2015 and 2016, these were
reported in PSALM’s petition under ERC Case No. 2013-195,
submitted in PSALM’'s compliance to the ERC, reported in PSALM's
petitions under ERC Case No. 2015-144 RC, ERC Case No. 2016-150 RC
and ERC Case No. 2017-069 RC, respectively, to wit:




_
. Particulars 2010 2011|2012
| s (PhP B) | (PhP B) |(PhP B) | (PhP B} | (PhP B) | (PhP B) |(PhP B) | (PhP B)
iy NPC’s
putstanding

- financial

.. obligations as of
effectivity of
EPIRA (including | 254.60 | 224.95 | 188.54 | 173.04 | 140.88 | 126.74 | 113.94 | 102.97
Lease Obligations
of non-eligible

___IPPs)

ii) New loans :
contracted by NPC
after the 84.20 | 55.88 ;| 38.52 | 37.20 | 32.61 : 29.00 ! 1.63 ! 0.79
effechwty of ; i
EPIRA::

iii) Loans -.inc___urred by
PSALM in behalf |201.12 | 260.67 | 311.41 | 268.36 | 260.49 | 242.57 | 236.71 | 217.38
of NPC

Qutstanding GDS 539.92 541.49 538.47 478.60 433.98 398.31 352.29 321.14

Table 11: Outstanding GDS as of 31 December 2010, 2011, 2012, 2013, 2014,
2015, 2016 and 2017

The details of the Actual QOutstanding GDS as of 31 December
2017 are hereto attached as Annex “I1”, based on the Inventory of
I*manc.lal Obhgat;ons (PrmCIpal) attached as Annex “I-17 and

Obhgatmns as of 31 December 2017.
XV.

- UPDATE ON THE IMPLEMENTATION OF THE NPC’s SD
PORTION OF THE UC FOR CYs 2011-2012

43, On 27 June 2017, the ERC issued a Decision on ERC Case
No. 2013-195 RC: “In the Matter of the Petition for True-Up
Adjustments for the NPC’s SD Portion of the UC for Luzon, Visayas
and Mindanao Grids for CYs 2011 and 2012, with Prayer for
Provisional Authority (PA)” authorizing PSALM to recover UC-SD for
CYs 2011-2012 amounting to PhP2420 Billion at the rate of
PhP0.0265/kWHh for the Luzon, Visayas and Mindanao Grids until the
approved amount has been fully recovered. The ERC directed all
distribution utilities (DUs) and NGCP to collect from the consumers
the approved UC-SD starting August 2017 billing period. Pursuant to




sl Ty

Sectlon 34 of Republic Act No. 9136, such collections by the DUs and
TransCo (now NGCP) shall be remitted to PSALM Corporation on or
before the 15th of the succeeding month.

44. Further, PSALM is directed, on a yearly basis, to include in
its VAR the status of the collection of the ERC-approved CYs 2011-2012
UC-5D True-Up amount.

UC-SD Rate and Billing Determinant

- 45.  The UC-SD rate of PhP0.0265/kWh was derived by the
ERC by dividing the ERC-approved SD amount of
PhP24,198,852,235.17 by the Department of Energy’s (DOE) projected

Philippine energy sales of 914,561 GWh covering January 2017 to June
2026.

Enerqy Sales Remitted for the
Period 01 September 2017 to 31
December 2017

46. From 01 September 2017 to 31 December 2017, the total UC
remittances made by the collecting entities to PSALM pertaining to the
PhP0.0265/kWh CYs 2011-2012 UC-SD approved by the ERC
amounted to PhP526,004,320.71, as follows:

Period | Amount (PhP)

September 1-15, 2017 41,270, 807 86
September 16-30, 2017 393, 798 86
‘October 1-18, 2017 146,060,288 31
October 19-31,2017 | 3,658,748.87
November 116, 2017 166,502,488 43
November 16-30, 2017 2,280,220.41
December 1-15, 2017 161,507,032.14
December 16-30, 2017 4,330,935.83

Total 526,004,320.71
Table 12: CYs 2011-2012 UC SD Remittances

47. The  equivalent energy  sales  billed/remitted
Correspondmg to the actual UC-SD remittance for the period 01
September 2017 to 31 December 2017 is 19,879.58 GWh. This was
derived by dividing the remittance amounting to PhP526,004,320.71 by




the  ERC-approved UCSD  rate of  PhP0.0265/kWh
"~ (PhP24,198,852,235.17/ 914,56 1GWh).
_Uﬁder_Recovery as of 31 December
2017

48. The under recovery, pursuant to the Amended Rules for
Recovery, is calculated by multiplying the quantity variance (QV) of

~ 894,681.42 GWh by the PhP0.0265/kWh SD rate approved by the ERC.
The resulting under recovery for the CYs 2011-2012 UC-5D for the

. period 01 September 2017 to 31 December 2017 s
- PhP23,672,847,914.46, details of which are shown below: '

QUANTITY

VARIANCE AMOUNT

PARTICULARS (PhP)

(GWh?

Billing ngpquninant and Approved Level
of CYs 2011-2012 SD pursuant to the ERC | 914,561.00 | 24,198,852,235.17 | 0.0265
Decision

Less: Energy Sales Billed/Remitted
covering 01 September 2017 to 31 N
! December 2017 Remittance Period 19,879.58 526,004,320.71 0.0265

PhPP526,004,320.71 / PhP0 .0265/kWh) ‘

Quantity Variance/ Under or (Over) 894,681.42  23,672,847,91446  0.0265
Recovery _

Table 13: CYs 2011-2012 UC-SD Under-Recovery as of 31 December 2017
PR - oo

T Adopy of the COA Independent Auditor’s Report on the VAR
. on the update on the implementation of the CYs 2011-2012 True-Up
Adjustment of the NPC SD Portion of the UC covering the remittance
period 01 September 2017 to 31 December 2017 is attached as Annex

A‘J]H"

49.  Incompliance with Section 4(e) of Rule 3 of the EPIRA-IRR
and ERC Resolution No. 38-2006, a copy of the instant Petition
(including Annexes) was furnished the Sangguniang Panlungsod of
Quezon City. A copy of the Affidavit of Service is hereto attached as
Annex “K”. The Petition (excluding Annexes) was also published in a
newspaper of general circulation. A copy of the Affidavit of
Publication is hereto attached as Annex “L”.
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ALLEGATIONS IN SUPPORT FOR THE ISSUANCE
OF PROVISIONAL AUTHORITY

50.  The petition covers the true- up adjustment for the UC-5D
for CY 2017. As PSALM has vigorously pursued its mandate of
privatizing the generation assets and the power facilities, revenues
from the sale of electricity of the remaining assets are not enough to
cover its operations and provide funds for the payment of NPC debts
and obligations. To address the funding gaps, PSALM is forced to
resort to temporary solution by borrowing, which entails borrowing
costs, which in turn will form part of the UC-SD, effectively i mcreasmg
the UC burden of all electricity end-users.

51. On the other hand, if PSALM will be allowed to
immediately recover the UC-SD under this petition through
provisional approval, new loans and refinancing to service maturing
debts and lease obligations would lessen. This would redound to the
benefit of electricity end-users due to reduced borrowing costs,
effectively reducing the UC burden.

52, TPursuant to the Honorable Commission’s Rules of Practice
and Procedure, the Honorable Commission may exercise its discretion
by granting provisional authority (hereinafter, “PA”) or interim relief
phor ‘to 'a final decision. PSALM humbly seeks this Hororable
Commission’s indulgence to grant the PA to enable it to immediately
recover the SD and accumulate sufficient funds to service its financial
obligations. Early SD recovery will likewise translate to substantial
savings on borrowing costs, as PSALM need not resort to refinancing
to service its maturing financial obligations.

53. In support of the prayer for the issuance of PA, the
Affidavit of Ms. Luisa A. Esteban, Manager of PSALM’s Universal
Charge and Administration Department, establishing certain facts and
circumstances that would justify the Honorable Commission’s exercise
of discretion granting the prayer for PA or interim relief prior to a final

decision is attached hereto and made an integral part hereof as Annex
)‘IMH"

54,  ltis understood that the interim relief sought by Petitioner
PSALM that may be granted by the Commission, shall be subject to
adjustments and other conditions that the Commission may impose
after hearing and final determination of the Honorable Commission.




PRAYER

WHEREFORE, premises considered, Petitioner respectfully
prays of this Honorable Commission that, after due notice and hearin g:

1. The calculated True-Up Adjustment/Under Recovery
for the National Power Corporation Stranded Debts
Portion of the Universal Charge for CY 2017 amounting
to PhP11,804,635,030.22, with an equivalent rate of PhP
0.0152 / kWh based on a seven and one half (7 ¥2) years
recovery period, be APPROVED.

2. Provisional Authority allowing PSALM to charge,
collect the computed UC-SD True-up Rate or such
amount determined by the Honorable Commission be

. GRANTED; and | |

3. Submission of the following documents be deemed in
FULL COMPLIANCE to the directive of ERC
Resolution No. 02, Series of 2011:

a.) Details of Outstanding GDS as of 31 December 2017
(Annex “I”); and

b.) Inventory of Financial Obligations (Principal) as of
31 December 2017 (Annex “I-1");

. c.y Inventory of Financial Obligations (Interest,
- Guarantee Fee and Other Charges) as of 31
December 2017 (Annex “I-2");

d) Outstanding Lease Obligations of Eligible and
Ineligible IPPs as of 31 December 2017 (Annex “C-
2!!);

e.) Outstanding Lease Obligations of Ineligible IPP
Plants as of 31 December 2017 (Annex “D-1"}.

4. Submission of the COA Independent Auditor’s Report
relative to the VAR on the update on the
implementation of the CYs 2011-2012 True-Up
Adjustment of the NPC SD Portion of the UC covering
the remittance period 01 September 2017 to 31
December 2017 (Annex “J”) be deemed in FULL




COMPLIANCE to the directive of this Honorable
Commission in its 27 June 2017 Decision under ERC
Case No. 2013-195 RC and Resolution No. 02, Series of
2011.

Other reliefs just and equitable are likewise prayed for.

Quezon City for Pasig City, 24 July 2018.

-signatories on the following page-




. MASANCAY
OIC, Office of the Vige President and General Counsel
IBP No. 025765 (01-09-18, Quezon City)
MCLE Compliance No. V-0012426 (12-10-15)
Roll of Attorney No. 52696

MARIA ILYN C. GERONIMO-ALBITQ
OIC-Corporate Legal Counsel
IBP No. 025766 (01-09-2018, RSM)
MCLE Compliance No. V-0012416 (12-10-2015)
Roll of Attorney No. 58287

IC-Corporate Legal Counsel

IBP Lifetime No0.012817

MCLE Compliance No. V-0021249 (04-14-2016)
Roll of Attorney No. 63192

PA@EKN’ 0 S.‘A&Iﬁo, JR.

Corporate Attorney
IBP Lifetime No.016963 (05-15-2017)
MCLE Compliance No. VI-0004732 (12-08-2017)
Roll of Attorney No. 68011

POWER SECTOR ASSETS AND LIABILITIES
MANAGEMENT CORPORATION
3/F National Transmission Corporation Building,
Power Center, Quezon Avenue corner BIR Road,
Diliman, Quezon City Telefax No. (+632) 840-3960
Email address: mardelacruz@psalm.cov.ph




(Republic of the Philippines )
(Quezon City }S.5.

VERIFICATION AND CERTIFICATION

I, IRENE JOY BESIDO - GARCIA, of legal age, married, with office address at the
Power Sector Assets and Liabilities Management (PSALM) Corporation, 3/F National
Transmission Corporation Building, Power Center, Quezon Avenue corner BIR Road,
Diliman, Quezon City, after having been duly sworn to in accordance with law, do hereby
depose and state for myself and for PSALM, that:

(1) T'am the designated President and Chief Executive Officer of the Power
Segtor Assets and Liabilities Management (PSALM) Corporation with
thority to commence, initiate, sign and file the foregoing Petition for
e Stranded Debts pursuant to PSALM Board Resolution No, 2018-0619-

1 dated 19 June 2018;

. (2) T have read the Petition and the allegations therein are true and correct
. based on my personal knowledge or the authentic records available to
PSALM; '

(3) T or PSALM have not commenced any other action or proceeding
involving the same issues in the Supreme Court, the Court of Appeals or
any court, tribunal, or quasi-judicial agency and, to the best of my
knowledge, no such other action or claim is pending therein; and

(4) 1flor PSALM should hereinafter learn that the same or a similar action
or claim has been filed or is pending in the Supreme Court, the Court of
Appeals or any court, tribunal, or quasi-judicial agency, [ shall report the
said fact within five (5) days from discovery thereof to the Honorable
Commission.

b J\)\—ﬁ ]?‘;%1%018, Quezon City, Philippines.
L .

SUBSCRIBED and SWORN TQ before rh]e v of July 2018, with affiant
IRENE JOY BESIDO - GARCIA presenting to me her Philippine Passport 1.D. No.
EC203, issued at DFA Manila on 03 September 2014, valid until 02 September 2019,
known to me and to me known to be the same person who executed the foregoing
Verification and Certification.

NOTARY PUBLIC

Doce. No. 92_,
Page No. 20 : (AOWES B, BATL AR,
Book No. ¥ : '
Series of 2018. : S
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9 Power SECTOR
ASSETS & LIABILITIES
el MANAGEMENT CORPORATION

e - 1 oo
EUERTIFIED e

02 February 2018

ATTY. AGNES VICENTA S. TORRES DEVANADERA

Chairperson and CEQ _ .muf RFGULATORY COMMSSION ;
Energy Regulatory Commission {ERC) E "\ h
Pacific Center Building Uate

San Miguel Avenue, Pasig City '”\\ Time. ‘—;75' 9

_ mmmmwmas "3’
ATTENTION: ATTY. MARIA CORAZON C, GINES
Officer-in-Charge, Director |l
Office of the Executive Director

ATTY. FLORESINDA G. BALDO-DIGAL
Director 11, Regulatory Operations Service

SUBJECT:  Filing of the National Power Corporation (NPC)
Stranded Debts (SD) and Stranded Contract
Costs {SCC) Portion of the Universal Charge
(UC) for CY 2017 and True-Up Adjustment of
the CYs 2007-2010 UC-5CC and Submission of
Updates on the Implementation of the CYs
2011-2013 UC-SCC and CYs 2011-2012 UC-SD

Dear Chairperson Devanadera:

This is to respectfully request the Honorable Commission to extend the deadline
from 15 March 2018 to 31 July 2018, the Power Sector Assets and Liabilities
Management Corporation’s (PSALM’s) fiting/submission of the following:

1) True-up adjustment of the NPC’s SD Portion of the UC for CY 201 7;

i) Availment of the NPC’s SCC Portion of the UC for CY 2017;

i} True-up adjustment of the NPC’s SCC Portion of the UC for CYs 2007-
2010 UG;

iv} Update/Variance Analysis Report (VAR) on the implementation of the
NPC’s SCC Portion of the UC for CYs 2011-2013; and

v.} Update/VAR on the implementation of the NPC’s SD portion of the UC
for CYs 2011-2012.

Pursuant to Rule 18, Section 4(b) of the Implementing Rules and Regulations of
the Electric Power Industry Reform Act of 2001, “Petitions for availment under
the Universal Charge for the succeeding vears shall be submitted to the ERC on

3 Floor TransCo Building, Power Center, Quezon Avenue cor. BIR Road, Diliman, 1101 Quezon City, Philippines
Tel Mo. (632} 902 9000/ Telefax (632} 739 5279 www.psalm.gov.ph




or before March 15 of every year.” Article VIl of the Amended Rules for Recovery
of NPC’s SCC and SD Portion of the UC (UC Guidelines) under ERC Resolution No.,
02, Series of 2011, likewise provides that true-up adjustments shall be initiated
by PSALM on an annual basis through submission on or before the 15 day of March
of every year of the Variance Analysis Report {VAR) certified by an [ndependent
Third Party auditor together with other relevant documents to support such true-
up adjustments.

In calculating for the CY 2017 SCC and SD true-up adjustments PSALM will rely on
its certified financial statements, which will be presented to the PSALM Board for
approval before they are submitted to the Commission on Audit (COA).
Subsequently, the data contained therein will have to be analyzed to properly
identify and distinguish the components that are eligible for recovery under the
SCC and those qualified under the SD. Moreover, to ensure accuracy in PSALM's
calculations and compliance with the UC Guidelines and other relevant rules and
regulations, requisite approvals shall be secured before the UC petitions can be
filed before the Honorable Commission. Further, as the VARs corresponding to the
CY 2017 UC-SD true-up adjustment, CYs 2007-2010 UC-SCC true-up adjustment,
and the implementation of CYs 2011-2013 UC-SCC and CYs 2011-2012 UC-5D are
required to be certified by an Independent Third Party auditor under the UC
Guidelines, ample time shall be afforded to the COA, our third party auditor, to
enable it to completely verify and validate the SD and SCC VARs and issue separate
certifications to support the true-up adjustment calculations.

In view of the foregoing, PSALM is constrained to request for an extension of
deadline in filing/submitting its UC petitions/compliances from 15 March 2018 to
31 July 2018.

Your favorable consideration of this request will be highly appreciated.

Very truly yours,
ARNOID C. FRANCISCO
Officer-in-Charge

cc: Board of Directors, PSALM
Office of the General Counsel, PSAIM
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MR. ARNOLD C. FRANCISCO

Officer-in-Charge

Power Sector Assets and Liabilities Management Corporation (PSALM)
3/F TransCo Bldg., Agham Road cor. Quezon Ave.,

Diliman, Quezon City

Dear Mr. Francisco:

This has reference to your letter dated 2 February 2018 requesting
for an extension of the deadline for the filing/submission by the Power
Sector Assets and Liabilities Management Corporation (PSALM) of the
following: (1) True-up Adjustment of the NPC’s Stranded Debts (NPC’s
SD) Portion of the UC for Calendar Year (CY) 2017; (2) availment of the
National Power Corporation’s Stranded Contract Cost (NPCs SCC)
Portion of the Universal Charge for CY 2017; (3) True-up adjustment of
the NPCs SCC Portion of the UC for CYs 2007-2010; (4)
update/Variance Analysis Report(VAR) on the implementation of NPC’s
SCC Portion of the UC for CYs 2011-2013; and (5) update/VAR on the
implementation of NPC’s SD Portion of the UC for CYs 2011-2013 from
15 March 2018 to 31 July 2018.

As stated in your letter, PSALM is consirained to request for the
extension in submitting its UC petitions/compliances since the CY 2017
certified financial statements of PSALM, which will serve as bases in
calculating the CY 2017 SCC and SD True-up Adjustment, have yet to be
presented to its Board and as needed, UC petitions will still go through
requisite approvals before it could be filed before the Commission.
Furthermore, as the required Variance Analysis Report (VAR) needs to
be certified by an Independent Third Party Auditor, ample time should
be afforded to the Commission on Audit (COA) to enable it to completely
verify and validate the SD and SCC VARs before it can issue separate
certifications thereon to support the true-up adjustment calculations.

}




Finding said request meritorious, the same is hereby granted.
Consequently, PSALM is hereby directed to file and submiit the foregoing
on or before 31 July 2018.

The above notwithstanding, the Commission would like to remind
PSALM of the significance of the timely filing of the UC-SCC and SD
considering its possible impact on PSALM’s cash flow. PSALM is advised
to exert best efforts in the management of its liabilities and asset
privatization proceeds as any resulting difference thereof may cause an
adjustment to rates passed on to electricity end-users.

Very truly yours,

—
AGNES VST D ADERA
Chairpersgn and CEQ Y/

ERC

fthe Cha;‘rj‘@erson

Fl
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Mr. Carlos G. Dominguez
Secretary

Department of Finance
DOF Bldg., BSP Complex,
Roxas Blvd., Pasay City

Pacific Center Building, San Miguel Avenue, Pasig City Trunk line:  685-5372
Mailing Address: P.O, Box 181 Greenhills, Mctro Manila Telefax Nos, 631-58-18 » 63]-53-06 » 706-52-59

Website: http://wwiv.erc.pov.ph




Power Sector Assets and Liabilities Management Corporation

Universal Charge Stranded Debt True-Up Adjustment
Total Actual Debt Service
For the Period 01 January to 31 Becember 2017

PARTICULARS

PRINCIPAL
in Php

TOTAL ACTUAL DEBT SERVICE AND BOT LEASE OBLIGATION

INTEREST

in Fhp

GURANTEE FEE
in Php

OTHERS
in Php

i} NPC's outstanding financial obligations as of the effectivity of EFIRA

A. FOREIGH LOANS - REGULAR

SALOMON SMITH BARNEY $300M YB N - 1,882,386,987.00 ] - - 80,554.17 1,882,467,541.17
INTL, DEY, ASSOCIATION 796- BATAAN THERMAL © 15,237,383,53 599,79%.50 § 7 - - 15,837,097.03
Subtotal 1,898,304,638.20
B, BOT LEASE OBLIGATIONS 27,172,130,523.03
TOTAL NPC's outstanding financial obligations as of the

effectivity of EPIRA 15,237,383.53 1,882,986,700,50 B 80,554,117 29,070,435,161.23
ii) Mew Loans contracted by NPC after the effectivity of EPIRA

OVERSEAS PRIVATE INVESTMENT CORP 1,205,357,152.50 105,221,711.60 - . 2,316,093.75 1,312,894,957.85

TOTAL New Loans contracted by NPC after the
effectivity of EPIRA

1,205,357,152.50

105,221,711.60

2,316,093.75

1,312,894,957.85

iff}) New Loans contracted by PSALM in behalf of NPT

PSALM [NOMURA INTL TRANCKE 4] - 415,552,828.08 | 41,178,930.50 498,830.00 467,230,588.59
PSALM [NOMURA INTL TRANCHE B] . 705,762,170.86 61,560,421.57 767,322,592,43
HSBC/DEUTSCHE/MORGAN §1B : 4,180,863,73%.76 | - - 6,296,622.00 4,196,160,354.76
DBR/MS/UBS NEW CASH OFFER - 2,474,083,756.59. - 2,474,083,256.59
DBP/MS$/UBS BOND EXCHANGE-2019 - 84,147,007.26 - " 84,147,097.26
DBP/MS/UBS BOND EXCHANGE-2024 R 2,575,120,475.71 - 2,575,120,475.71
7.750% Fixed Rate Retail Bonds due 2017 ~18,678,000,000.00 723,772,500.00 oo : 19,401,772,500.00
LBP 75Bn Syndicated Term Loan 6,927,500,000.00:| - - 2,234713,955:23. - - 9,172,213,955.23
ROP Relending Facility 350,000,000.00 1, 493,083586.94 11, - - 1,843,083,586.94
ROP Relent - $500M Onshore Dellar Bond . 1,501,605,000;60 L A454,669,512.43 | - 24,548,271 1,856,299,060,64
Landbank Short Term Loan - PHP 78n S T 38086000 | T T | T4 ARA65T53 | 147,714,617.53
Landbank Short Term Loan - PHP 85n T 104,499,999.99 | - 39,452,054.79 143,952,054.78

37,467,105,000.00

102,739,352.07

TOTAL Hew Loans contracted by PSALM in behalf of HPC 15,578,559,075.87 80,6946,712,562 43,229,100,140,47
GRAND TOTAL 28,687,699,536.03 17,566,767 487,97 | 102,73%,352.07 83,093,360.45 73,612,430,259,55
Sotrces:

2097 Actual Debt Service Report- PSALM Controllership Department

Debt Allocation Report, PSALM Treasury Department

2017 Lease Obligation Report - PSALM Controllership Department

Prepared by: Checked by: Reviewed by: Approved by;

Yeajdl Cf Apostal i

inance Specialist
FYTD-UCAD

=

Rochelle ¥, Moreno
Division Manager
FYTD-UCAD

L

Luisa A, Esteban
Department Manager

UCAD

Lourdes 5. Alzgna
Yice Presiden
Finance Group




Powar Sector Assets and Liahilities Management Corporation
Actual Debt Service
For the period ended 31 Decernber 2017

In Fhp
CREDITOR | Principal Interest Guarantee Fee Others | Total
i) NPC's outstanding financial obligations as of the effectivity of EPIRA
Farelgn Loans - Regular
Saloman Smith Barnay $300M YB - 1,461,161,625.00 - 80,554.17 1,461,242,179.17
Hongkong Shanghai Banking Corp. - 135,809,041.00 - - 135,808,041.00
Barclays - 135,809,041.00 - - 135,809,041.00
UBS AG - 149,607,280.00 - - 149,607,280.00
Int'l, Dev. Assaciation 296- Bataan Thermal 15,237,383.53 588,713.50 - - 15,837,007.03
TOTAL NPC's outstanding financial ohligations as of the
effactivity of EPIRA 1%5,237,383.53  1,882,986,700.50 - 80,554,127 1,898,304,638.20
i} New Loans contracted hy NPC after the effectivity of EPIRA
Owerseas Private Investment Carp 1,205,357,152.50 105,221,711.60 - 2,316,0593,75 1,312,884 957,85
TOTAL New Loans contracted by NPC after the effectivity of
EPIRA 1,205,357,152.50 105,221,711.60 - 2,316,093.75 1,312,894,957.85
iii) New Loans contracted by PSALM in behalf of NPC
PSALM [Nomura Int'] Tranche A] - 425,552,828.08 41,178,930.50 498,830.00 467,230,588.58
PSALM [Nomura Int'l Tranche B] - 705,762,170.86 61,560,421.57 - 767,322,592.43
HSBC/Deutsche/Morgan $18 - 4,189,863,732.76 - 6,296,622.00 4,196,160,354.76
BBP/MS/UBS New Cash Offer - 2,474,083,256.53 - - 2,474,083,256.59
DBP/MS/UBS Bond Exchange 2019 - 84,147,097.26 - - 84,147,097.26
DBR/MS/UBS Bond Exchange 2024 - 2,575,120,475.71 - - 2,575,120,475.71
7.750% Fixed Rate Retail Bonds Dug 2017 18,678,000,000.00 723,772,500.00 - - 19,401,772,500.00
LBP 75Bn Syndicated Term Loan €,937,500,000,00  2,234,713,855.23 - - 8,172,213,955.23
ROP Relending Facility 350,000,000.00  1,493,083,586.94 - - 1,843,083,586.94
ROP Relent-5500M Onshore Dollar Bond 1,501,605,000.00 454,669,512.43 B 24,548.,21 1,956,299,060.64
Landiank Short Term Loan - PHP 7Bn - 113,288,960.00 - 34,424,657.53 147,714,617.53
Landbank Short Tarm Loan - PHP 8Bn - 104,499,999.99 - 39,452,054.79 143,952,054.78
TOTAL New Loans contracted by PSALM in behalf of NPC 27,467,105,000.00  15,578,559,075.87 102,739,352.07 80,696,712.53  43,225,100,140.47
TOTAL DEBT SERVICE 28,687,699,536.03  17,56E,767,487.97 102,735,352.07 83,003,260.45 46,440,299,736.52
Preparad by: Reviewed by: Approved by:

el
Twlnk[\jieb 5. Bautista

St. Finance Analyst

arilou H. Gappe
Manager, FMADbT

try|lership Dept.

ifa
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Power Sector Assets and Liabilities Management Corporation

Lease Obligations
As of December 31, 2017

Beginning _ __ Payment | Realized Loss Actual Cash
a b _ (Gain) Payment
Plant Currency| Original Currency Peso Equivalent Original Currency| Peso Equivalent Pego Equivalent
Sual Coal Power Plant 1 usp 759,462,330.00 37,831,087,044.29 93,294,000.00 | 4,647,254,022.00 50,5686,355.72 | 4,708,810,377.72
Sual Coal Power Plant 2 uspD 769,462,330.00 37.831,097,044.29 76,920,829.46 | 3,831,655,783.50 40,614,408.48 | 3,872,270,191.97
Pagbilac Coal Power Plant 1 usb 787,500,000.00 38,227,737,500.00 94,500,000.00 | 4,707,3238,500.00 60,446,828.07 | 4,767,775,328.07
Pagbilan Coal Power Plant 2 usD 803,250,000.00 40,012,292,250.00 94,500,000.00 | 4,707,328,500.00 60,446,826.61 | 4,767,775,326.61
Bakun Hydroalectric Power Plant UshD 188,336,557.80 9,381,608,853.69 9,161,370.14 456,355,330.78 8,392,978.25 464,748,309.03
llijan Natural Gas Power Plant ush 574,497,792.00 28,617,458,512.90 102,378,888.34 | 5,099,804,546,18 61,391,262.32 | 5,161,195,808.50
San Rogue Hydroelectric Power Plant uso 322,465,000.00 16,062,949,045.00 27,675,000.00 1,378,574,775.00 19,304,747.50 | 1,397,875,522.50
Kalayaan || Hydroelectric Power Plant Unit 3 usD 71,301,242.97 3,551,728,815.88 9,479,741.65 472,214,370.81 5,622,580.88 A77,836,951.67
Kalayaan [l Hydroelectric Power Plant Unit 4 usp 71,339,478.19 3,553,633,476.70 8,612,600,00 478,832,443.80 5,726,706.48 484,559,150.26
Mindanao Coal-Fired Thermal Power Piant (STEAG) 1 |USD 144,142,294.00 7.180,160,091.02 10,234,920.00 509,832,069.96 6,621,993.24 516,454,063.20
Mindanao Coal-Fired Thermal Power Plant (STEAG) 1 |PHP 274,222, 780.00 274,222,780.00 19,471,440.00 19,471,440.00 - 18,471,440.00
Mindanao Coal-Fired Thermal Power Plant (STEAG) 2 |USD 144,142,294.00 7,180,160,081.02 10,234,920.00 509,832,060.96 6,050,543.54 515,882,613.50
Mindanao Coal-Fired Thermal Power Plant (STEAG) 2 |PHP 274,222 780.00 274,222,780.00 19,471,440.00 19,471,440.00 - 19,471,440.00
TOTAL 230,978,368,384.79 26,837,955,291.99 334,175,231.03 27,172,130,523.03

Adjustmenis are on account of overf{under) charging o lease payabies due fo difference in the set-up as per IPF contract and actual billing based on actual plant ulilization and adjustments for the pi
Actuai payment of Php 27,172,130,523.03 for January to December 2017 is derived as folfows: Payment in Peso Equivalent + Realized Loss {Gain}
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Power Sector Assets and Liabilities Management Corporation
Lease Ohbligations
As of December 31, 2017

Adjustment Adjusted Balance Revaluation L Ending
c _ | d = {a-b+c) 1 o B f=(d+e)
Plant Currency]Original Currency; Peso Equivalent | Original Currency | Peso Equivalent Peso Equivalent Original Currency | Peso Equivalent
Sual Coal Power Plant 1 usD (2,689,320.00) {133,963,097.16) 663,479,010.00 | 33,049,879,525.13 72,9582,691.10 663,479,010.00 | 33,122,862,616.23
Sual Coal Power Plant 2 usD {25,835,890.54)) (1,286,963,215.47) 656,705,510.00 | 32,712,478,045.32 72,236,122.71 £56,705,610.00 32,784,714,168.03
Paghilac Coal Power Plant 1 usD - - 683,000,000.00 {1 34,520,409,000.00 76,230,000.00 693,000,000.00 34,596,639,000.00
Paghilac Coal Power Plant 2 uUso - - 708,750,000.00 | 35,304,963,7560.00 77,962,500.00 708,750,000.00 35,382,526,250,00
Bakun Hydroelectric Power Plant usD {11,789,546.79) {687,272,694.25} 167,386,640.87 8,337,980,928.68 18,412,420.48 167,385,640.87 8,356,393,349.15
llijan Natural Gas Power Plant usD (2,075,155.66) {103,369,728.89) 470,043,648.00 | 23,414,284,237.82 51,704,801.32 470,043,648.00 | 23,465,989,039.14
San Rogue Hydroelectric Power Plant ushD (102,500.00) {5.105,832.50) 2084 687,500.00 | 14,679,268,437.50 32,415,625.00 294,687,500.00 14,711,684,062.50
Kalayaan |l Hydroelectric Power Plant Unit 3 ushD 4,642 251.84 226,263,190.91 66,363,763.16 3,305,777,635.97 7,299,894.47 66,363,753.16 3,313,077,630.44
Kalayaan |l Hydroelectric Power Plant Unit 4 uso 4,837,375.57 231,001,5689.27 66,364,254.76 3,305,802,622.17 7,300,086.38 66,364,254,76 3,313,102,708.55
Mindanao Coal-Fired Thermal Power Plant (STEAG) 1 {USD {36.00} {1.793.27) 133,807,338.00 5,670,326,227.79 14,729,807.18 133,907,338.00 6,685,058,034.97
Mindanao Coal-Fired Thermal Power Plant (STEAG) 1 {PHP - - 254,751,340.00 254,751,340.00 - 254,751,340.00 254,751,340.00
Mindanao Coal-Fired Therma! Power Plant (STEAG) 2 |JUSD {36.00) (1,793.27) 133,807,338.00 6,670,326,227.79 14,729,807.18 133,907,338.00 6,685,056,034.97
Mindanao Coal-Fired Thermal Power FPlant (STEAG) 2 |PHP - - 254,751,340.00 254,751,340.00 - 254,751,340.00 254,751,340.00
TOTAL (1,659,413,374.63) 202,480,999,718.16 446,003,855.82 202,927,003,573.98
“or years.
Forexrafe Dec 20168 Dec 2017
UsD 49.813 49,923
Prepared by: Reviewed by: Approved by:

. Pang
Finance Spéciatist

Matilou appe
anager, FMAD
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Power Sector Assets and Liabilities Management Corporation

Universal Charge Stranded Debt True-Up Adfustment
Tatal Gross Bebt Service
For the Period 07 January ke 31 December 2017

PARTICULARS

sD

PERCENTAGE

%

PRINCIPAL
in PhF

GROSS DEBT SERVICE

INTEREST
in PhP

GURANTEE FEE

in PhP

OTHERS
in PP

A. FOREIGN LOANS - REGULAR

i) WPC's outstanding financial ebligations as of the effectivity of EPIRA

effectivity of EPIRA

SALOMON SMITH BARNEY $300M Y8 160.0000% . 1,882,386,987.00 8055437 1,882,467,541,17

INTL. DEV, ASSOCIATION 296- BATAAN THERMAL 100.0000% 15,337,383.53 559,713.50 . 15,837,007.03

Subtotal T 1,898,304,638.20

B. BOT LEASE OBLIGATIONS §,057,499,298,66
- AT T—

TOTAL NPC's outstanding financial obligatians as of the 15,237,383.53 1,882,986,700.50 - 80,554.17 | 10,955,803,536.86

ii) Mew Loans contracted by NPC after the effectivity of EPIRA

OVERSEAS PRIVATE INVESTMENT CORP 621736% 749,413,934.57 65,420,126.08 - 1,439,998.86 516,274,059.51
TOTAL Hew Loans contracted by HPC after the
effectivity of EPIRA 749,4183,934,57 65,420,126.08 - 1,439,998.86 £16,274,059.5%
{1} Hew Loans contracted by PSALM in behalf of NPC
PSALM [NOMURA INTL TRANCHE A] 13.0810% - 55,666,565.44 5,386,615.90 65,251.95 61,118,433.29
PSALM [NOMURA INTL TRANCHE B] 13.0810% - 97,320,74%.57 8,052,718.75 . 100,373,468.32
HSBC/DEUTSCHE/MORGAN $1B 79.6679% T L BT 57 A7 W Iy 2 " 5,016,386.52 3,342,992,835.27
DBP/MS/UBS NEW CASH OFFER 90.5020% A 2,739,094,628.88 T . 2,239,094,828.88
DBR/MS/UBS BOND EXCHANGE-2019 79.4443% - 66,850,072.39 - A 66,850,072.39
DBR/MS/UBS BOND EXCHANGE-2024 74.3728% - 1,913,901,640.92 - - 1,913,901,640.92
7.750% Fixed Rate Retail Bonds due 2017 " 46.3286% | 12,388,855,908,00 T ABoe8 6644 | - [T T T 12,868,924,074.44
LBP 75Bn Syndicated Term Lean 74.5384% 5,171,401,500.00 1,665,720,026.81 . o 6,836,821,526.81
ROP Relending Facility 78.8920% 276,122,000,00 1,177,923,503.41 . N 1,454,045,503.41
ROP Relent - $500M Onshore Dollar Bond 64.9145% 974,759,377.73 295,146,440.65 - 15,935.35 1,269,921,753.72
Landbank Short Term Loan - PHP 78Bn TE7.1536% ST T T te0iezees8 | - " 93,117,356.82 99,195,683.40
Landbank Short Term Loan - PHP 88n B7.7736% - 1,723,411.99 - 34,628,488.76 126,351,900.75
TOTAL New Loans contracted by PSALM in behalf of NPC 18,810,838,785.73 11,492,470,141 82 13,439,334.64 |  62,843,459.40 | 30,379,591,721.59
GRAND TOTAL 19,575, 490,103.53 13,440,876,968,40 13,439,334.64 |  64,364,012.33 | 42,151,669,717.96
LESS: Loans used in Refinancing-Principal
LBP 75Bn Syndicated Term Loan 74.5384% 5,171,101,500,00 - 5,171,101,500.00
ROP Relending Facility 7ss%20% | wsdzooeoa | T T ST 276,122,000.00
ROP Relent - $500M Cnshore Dollar Bond 64.9145% 974,759,377.73 - 074,75%,377.73
Landbank Short Term Loan - PHP 78n 67.1535% - - - -
Landbank Shork Term Loan - PHF 8Bn 87,7736% - - - -
TOTAL Loans Used in Refinancing 6,421,982,877.73 - - - &,421,982,B77.73
Actual GDS Net of Loans used for Refinancing [ 13,153,507,226.10 ]  13,440,876,968.40 13,439,334.64 |  64,364,012.43 | 35,729,686,840,23
Prepared hy: Cheched by: Reviewed by: Approved by:

inance Specialist
FYTD-UCAD

/\"}Eﬁy Apostol ’

P

Rochelle ¥. Moreno

Division Manager

F¥TO-UCAD

Wﬂ/
Luisa A, Esteban

Department Manager
UCAD

4
Lourdes 5,

Vice President
Finance Group
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Power Sector Assets and Liabilities Nlanagement Corporation
Lease Obligations
As of December 31, 2017

Adjustment Adjusted Balance Revaluation Ending_
c _ d={a-btc} _e f=(d+e)
Plant Currency Driginﬂgurrency Peso Eguivalent Original Currency | Peso Equivalent | Peso Equivalent | Original Currency| Peso Equivalent
Bakun Hydroelectric Power Plant uUsp (11,789,546.79)] (587,272,684.25) 167,385,640.87 | 8,337,980,928.66 18,412,420.49 167,385,640.87 8,356,393,349.15
llijan Natural Gas Power Plant usD {2,075,155.66)] (103,369,728.85) 470,043,648.00 | 23,414,284,237.82 51,704,801.32 470,043,648.00 t 23 465,989,039.14
San Roque Hydroelectric Power Flant ushD (102,500.00)| (5,105,832.50) 294,687,500.00 | 14,679,268,437.50 32,415,625.00 294 687,500,00 | 14,711,684,062.50
Kalayaan !l Hydroelectric Power Plant Unit 3 uspD 4,542,251.84 | 226,263,190.91 66,363,7563.16 | 3,305,777,635.97 7,299,094 47 86,363,753.16 3,313,077,630.44
Kalayaan Il Hydroelectric Power Plant Unit 4 usD 4,637,375.57 | 231,001,589.27 66,364,254.76 | 3,305,802,622.17 7.300,086.38 66,364,254.76 3,313,102,708.55
Mindanae Coal-Fired Thermal Power Plant (STEAG) 1 JUSD {36.00) (1,793.27) 133,907,338.00 | 6,670,326,227.79 14,729,807.18 133,907,338.00 6,686,056,034.97
Mindanao Coal-Firad Thermal Power Plant (STEAG) 1 |PHP - - 254,751,340.00 254,751,340.00 - 254,751,340.00 254,751,340.00
Mindanao Ceal-Fired Thermal Power Plant (STEAG) 2 |USD {36.00) (1,793.27) 133,907,338.00 | 6,670,325,227.79 14,729,807.18 133,907,338.00 6,665,058,034.87
Mindanao Coal-Fired Thermal Power Plant {STEAG) 2 |PHP - - 254,751,340.00 254,751,340.00 - 254,751,340.00 254,751,340.00
TOTAL {238,487,062.00) 66,893,268,997.71 146,592,542.02 67,039,861,539.73
Forexrate Dec 2016  Dec 2017
18D 49.813 49.923
Prepared by: Reviewad by: Approved by
arilou M. Lappe Yol atara
Manager, FMAD Manage lership Dept.
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Power Sector Assets and Liabilities Management Corporation
Universal Charge - Stranded Debt (SD} True-up Adjustment

Actual Privatization Proceeds for SD Recovery
For the Period 01 January to 31 December 2017
In PhP

Sale of Generation Assets Proceeds VAT EWT Amount Received
Sucat Thermal Power Plant - Structu.res, Plant 272,500,000.00 32,700,000.00 305,200,000.00
Equipment, Auxiliaries and Accessories
Unserviceable Assets, Junk and Scrap Materials

Kalayaan Pump Storage Power

Plant, Kalayaan Stockyard and 8,124,999.99 975,000.00 9,099,999.99

Malaya Thermal Power Plant.

Mexico Central Warehouse 5,682,231.25 681,867.75 6,364,09%.00
Sub-Total 286,307,231.24 34,356,867.75 - 320,664,098.99
IPPA Administrator Monthly Payment Proceeds YAT | EWT 1 Amount Received

Ineligible

Vivant Sta. Clara Northern Generation  Luzon Hydro

10,970,618.57 1,316,474.81

(219,411.48) 12,067,681.90

Strategic Power Devt. Corp. San Roque 3,945,296,024.49 3,945,296,024.49
South Premiere Power Corporation Ilijan 8,704,139,762.81 8,704,139,762.81
Sub-Total 12,660,406,405.87 1,316,474.81 {219,411.48) 12,661,503,469.20
Less: VAT Expense

Strategic Power Devt. Corp. San Roque 473,435,522.96

South Premiere Power Corporation  Ilijan 1,044,496,771.55

Net

11,142,474,111.36 | 1,316,474.81

(219,411.48) 12,661,503,469.20

TransCo Concession Fee Proceeds | VAT i EWT | Amount Received
Interest
17 January 2017 (16") 1,779,991,061.04 1,775,991,061.04
21 July 2017 (17™) 1,775,991,061.04 1,775,991,061.04
Sub-Total 3,551,982,122.08 - - 3,551,982,122.08
Other Priva-related Proceeds | VAT EWT Amount Received

Roto Coal
Forfeiture of Perfomance Bond
FDC Misamis Power Corporation

Optioned Assets under the Land
Lease Agreement
Panay and Bohol Diesel Power
Plants
Calaca Batangas Coal-Fired
Thermal Power Ptant(CFTFF)

Masinloc Power Pariners Co. Ltd,
Waste Materials
Industrial Diesel/Bio-Digsel Oil and

171,409,392.73

400,000,000.00 -

15,525,912.14 1,863,109.46

9,355,705.55 1,208,798.57

2,812,578.72 -

171,409,392.73

400,000,000.00

17,389,021.60
10,564,504.12

2,812,578.72

Sludge - Ilijan Natural Gas Power 24,790,178.57 2,974,821.43 (247,901.78) 27,517,098,22

Plant

Used Rubber Tires 13,571.43 1,628.57 15,200.00

Used Storage Batteries 23,392.86 2,807.14 26,200.00
Sub-Total 623,930,732.00 6,051,165.17  (247,901,78) 629,733,995.39

|Totai Privatization Proceeds

15,604,694,196.68 | 41,724,507.73

| (467,313,26)]  17,163,883,685.66

Source: 2017 Actual Privatization Proceeds Report, PSALM Controllership Department
VAT and EWT on Privatization Proceeds, PSALM BPMD

Prepared by: Checked by:

Veejay' CApostol
inante Specialist

FVTD-UCAD

Rochelle V. Moreno
Divisicn Manager
FVTD-YCAD

Reviewed by:

Q_A,uﬂ—xy

Luisa A. Esteban
Department Manager
UCAD

Approved by:

bourdes S, Al
ice President

Finance Group

na



Power Saector Assets and Liabilities Management Corporation
Actual Privatization Proceeds

For the period ended 31 December 2017

In Php

IPPA Administrator Monthly Payment

Amount Received

Ineligible

Vivant Sta. Clara Northern Generation Luzon Hydro

Strategic Power Devi. Corp. San Rogue

South Premiere Power Corporation lijan
Eligible

Therma Luzon, Inc. Pagbilao

San Miguel Energy Corperation Sual

12,067,681.90
3,945,296,024.49
8,704,139,762.81

7,881,270,105.18
8,628,766,686.71

Total

29,171,540,261.09

TransCo Concession Fee

Amount Received

Inierest
15 January 2017 (16“’] 1,775,991,061.04
15 luly 2017 (17 1,775,991,061.04
Total 3,551,982,122.08

Proceeds from sale of generation assets

Amount Received

Sucat Thermal Power Plant - Structures, Plant Equipment, Auxiliaries and
Accessories
Unserviceable Assets, Junk and Scrap Materials
Kalayaan Pump Storage Power Plant, Kalayaan Stockyard and Malaya Thermal P
Mexico Central Warehouse

305,200,000.00

9,099,999.99
6,364,099.00

Total

320,664,098.99

Other Priva-related

Amount Received

Rato Coal
Forfeiture of Perfomance Bond
FDC-Utilities, Inc.
FDC Misamis Power Corporation
Optioned Assets under the Land Lease Agreement
Panay and Bchol Diesel Power Plants
Calaca Batangas Coal-Fired Thermal Power Plant{CFTPP)
Masinioc Power Partners Co. Lid.
Waste Materials
Industrial Diesel/Bio-Diese! Oil and Sludge - llijan Natural Gas Power Plant
Used Rubber Tires
Used Sforage Batteries

171,409,382.73

151,200,200.00
400,000,000.00

17,385,021.60
10,564,504.12
2,812,578.72

27,517,088.22
15,200.00
26,200.00

Total 780,934,195.30
Prepared by: Reviewed by: Approved by:
- T
Twinﬁi:;&t. Bautista W. Gappe Yol Al a
8r. Finance Analyst anager, FMA Manage oliership Dapt.




Power Sector Assets and Liabilltles Management Corporatlon
VAT and EWT on Prlvatlzation Proceeds
For the period anded 31 Dacember 2017

In Php
IPPA Administrator Monthly Payment VAT BEWT
ineligible
Vivant 5ta. Clara Northern Generation Luzon Hydro 1,316,474.81 (219,411.48)
Strateglc Power Devt, Corp. San Rogue 473,435,522.96 | 1f -
South Premiere Power Carporation Ilijan 1,044,496,771.55 | 1} -
Total 1,519,248,769,32 {219,411.48)
TransCa Concassion Fag VAT EWT
Interest
15 January 2017 (16" - -
15 July 2017 (17 - -
Total - -
Proceeds from sale of generation assets VAT EWT
Sucat Thermal Power Piant - Structures, Plant Equipment, Auxiliaries and Accessories 32,700,000.00 -
Unserviceable Assets, lunk and Scrap Materials -
Kalayaan Pump Storage Power Plant, Kalayaan Stockyard and Malaya Thermal Pewer Plant. 975,000.00 -
Mexico Central Warehouse 581,867.75
Tatal 34,356,867.75 .
Other Priva-related VAT EWT
Roto Coal -
Forfeiture of Perfomance Bond
FDC Misamis Power Corporation - -
Optioned Assets under the Land Lease Agreemeant
Panay and Bohol Diesel Power Plants 1,853,109.46 -
Calaca Batangas Coal-Fired Thermal Power Plant{CFTPP} 1,208,798.57 -
Masinloc Power Partners Co. Ltd. - -
Waste Matertals
Industrial Diese!/Bio-Diesel Oil and Sludge - Iljan Natural Gas Power Plant 2,974,821.43 (247,501.78)
Used Rubber Tires 1,628.57
Used Storage Batteries 2,807.14
Total 6,051,165.17 (247,901.78)
1/ VAT shoufdered by FSALM g to the IP? Administratar Agreement
Reviewed by: Approved by Nated by:

Finance Speafalist

Hi nce Specialist

f
T Pdisa
BTMD

JZIyn 0. Carabuena

Acting Manager, BPMD




Power Sector Assets and Liabilities Management Corporation

Universal Charge - Stranded Debt True-up Adjustment
Proceeds from Operations
For the Period 01 January to 31 December 2017

REVENUES 51,107,178,234.64
A. NET UTILITY REVENUE 23,314,155,484.63
TSC 13,092,160,656.66
TSC 13,070,209,422.52
Penalties 21,951,234.14
Ancillary 2,559,752,011.83
WESM 7,662,242,816.14
WESM 7,628,188,702.16

Net settlement surplus
B. GENERATION PAYMENT BILLING
llijan
5an Reque
Bakun
Mt. Apo 1 & 2
C. NET, OTHER INCOME/(EXPENSE)

34,054,113.98
27,486,884,145.68
22,473,537,953.44
899,357,056.00
192,210,608.00
3,921,778,528.24
306,138,604.33

OPERATING COSTS

42,786,820,621.31

A. FUEL
Bunker/diesel
Natural gas
Ilijan Diesel
B. PURCHASED POWER COSTS (PPC)
Fixed Cost of Owned and Remaining IPP Plants
Fixed O&M-other power supply
OMSC
Variable Cost Owned and Remaining IPP Plants
QOther power supply
oMsC
Fixed Cost of Flants under IPPAA
Bakun
San Rogue
llijan
Mt Apo1 &2
Variable Cost of Plants under IPPAA
Bakun
San Rogue
lijan
ME Apo1 &2
C, ENERGY PURCHASED FROM PEMC (to meet TSC)
D. PUMPING COSTS
E., OTHER OPEX
Station Use
Other OPEX of Gencos and IPPs
Other OPEX of Plants Under IPPAA
Bakun
5an Roque
llijan
Mt Apo i &2

22,950,831,223.45
1,491,290,473.90
20,521,126,266.81
938,414,482.74
14,609,430,662.49

5,969,351,619.07
145,223,071.02

3,252,700,467.06
20,082,331.40

305,243,165.58
553,668,178.52
1,319,549,015.20

114,827,249 .64
190,878,548.02
2,637,907,016.97
39,556,021.12
3,205,769,144.62
1,981,233,569.63
64,311,278.89
1,404,851,622.29
512,070,668.46
4,525,445.63
307,548,466.26
192,507,031.87
7,489,724.70

NET PROCEEDS FROM OPERATION

8,320,357,613.33

Prepared by: Checked by Reviewed by:

W
/:g/c%p stol Rochklle V, Moreno Luisa A, Esteban

inance Specialist Divisipn Manager Department Manager
FVYTD-UCAD FYTDIUCAD UCAD

Approved by:

/
£(}urdes S. Alzbna

Vice Presiden
Finance Group




PSALM Corporation
Operating Results, Cash Flow

For the period ended 31 December 2017

Rated capacity, KW

Plant factor, %

Energy generation, kWh

Energy withdrawn from WESN, kWh
Pumped energy

Station use
To meet TSC

Energy sales, kWh
TSC
WESM

Ave, selling rate R/kWh

Net utility revenue
TSC
TSC
Ancillary
Penaities
Power act reduction (PAR}
Prompt payment discount {PPD}
WESM
WESM
Net settlement surplus

DAA GRAM
TAFPPCA

Less: Operating expenses

Variable costs

Fuel oil
Bunker
Diesel
Cther power supply
CMSC
Energy purchased from PEMGC
Pumping cost
Station use
Tomeet TSC

[neligible

Eligible

Total

2,804,520.00
27.77

6,805,784,081.05

570,300.00
42.33

1,862,879,514.31

3,474,820.00
29.99

8,668,663,5956.37

1,277,316,297.40

12,937,361.59

1,290,253,658.98

1,244,152,952.00

1,244,152,852.00

19,396,763.10 387,713.08 19,784.476.19
13,766,582.30 12,548,648.50 26,318,230.80
6,533,968,830.71 1,875,998,660.16 8,409,967,490.87
4,575,491,148.41 40,863,581.45 4,616,454,730.86
1,868,477,681.30 1,835,035,078.71 3,793,512,760.01
3.4663 2.8423 3.3271
22,648,568,140.19 5,332,184,698.48 27,980,752,838.67
14,886,325,324.05 117,345,952,93 15,103,671,276.98
13,070,209,422 52 118,224,424.22 13,185,433,846,74
2,559,752,011.83 “ 2,559,752,011.83
21,851,234.14 2,878,432.25 24,828,666.39
(437,678,181.44) - (437,678,181.44)
{(227,909,163.00) (756,803.54) (228,666,086.54)
7.662,242,816.14 5,214,838,745.54 12,877,081,561.69
7,628,188,702.18 4,984,201,613.29 12,612,390,315.45

34,054,113.88

18,832,483,505.28

230,637,132.26

7,677,188,523.39

264,691,246.24

388,178,277.06
(39,126,434.37)

26,409,672,028.67

8,073,709,716.98

608,006,689.94

8,681,716,406.92

1,468,987,852.39
22,302,621.51
3,252,700,467.06
20,082,331.40

3,205,769,144.62
§4,311,278.88
39,556,021.12
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569,720,636.73

815,628.85
37,470,424.36

1,468,887,852.3¢
22,302,621.51
3,822,421,103.79
20,082,331.40

3,205,759,144.52
65,126,907.73
77,026,445.48



PSALM Corporation
Operating Results, Cash Flow
For the pericd ended 31 December 2017

Fixed costs

Depreciation
Opex - plant/HO allocated
Plant
HO allocated
Fixed O&M - other power supply
OMSC

Payment of capacily fees

Met operating income (loss)

Net, other income

Power generation income {loss)

3 DR S T R G
Nate: To come-up with Cash flow using ROO the foﬂowmg were consrdered

Ineligible

Eligible

Total

10,758,773,788.29

6,969,181,833.46

17,727,955,621.75

1,105,671,817.28
1,404,851,622.29
960,009,909.75
444,841,712.53
5,969,351,619.07
245,223 071.03
2,033,675,5658.63

3,816,084,634.92

50,825,396.83
50,825,396.83

6,918,356,436.62

{2,245,003,524.91}

1,105,671,817.28
1,455,677,018.12
1,010,835,306.59
444,841,712.53
12,887,708,055.69
246,223,071.03
2,033,675,658.63

1,920,133,652.69

306,138,604.33

4,122,223,239.25

16,047,5954.77

{2,228,955,830.18)

322,186,599.10

2,242,320,251.79

Use of actual capacily fee vs. amortization of EPS under capital lease of -

Kalayaan
Mindanaco Coal

Power generalion income (loss)

T e R
In terms of P/KWh sold

Net utility revenue
Operafing expense

Variable
Fixed
Tofal operating expense

Net operating income {loss)

Frepared by:

N
Claudine Mae L. Simbahan
Finance Specialist

Actual
962,386,101.93
1,071,279,556.70

Amoriz'’n
869,324,087.12
1,089,712,767.36

2,033,675,658.63

R ERTRE

ol

1,859,106,854.48

74,668,804.15

2,316,880,055.84

TR

arilou H. Gappe
Manager, FMAD)LT
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3.4663 2.8423 33271

1.2357 0.3241 1.0323

1.6466 3.7149 2. 1080

2.8822 4.0390 1.1403

0.5840 {1.7987) 0.1868
Reviewed hy: Approved by:
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POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
SUMMARY OF IPPA BILLINGS - GENERATION PAYMENTS
For the Period 26 December 2016 1o 25 December 2017

Bill Number Billing Period Due Date BILLINGS (PHP)}
SOUTH PREMIERE POWER CORPORATION
IPP-2017-02-0640 12/26/2016-01/25/2017 9-Mar-17 1,079,612,213.94
IPP-2017-03-0661 01/26/2017-02/25/2017 31-Mar-17 1,714,243,794.77
IPP-2017-04-05684 02/26/2017-03/25/2017 4-May-17 2,057,717,355.66
IPP-2017-05-0706 03/26/2017-04/25/2017 1-Jun-17 1,994,741,585.30
IPP-2017-06-0725 04/26/2017-05/25/2017 3-Jul-17 2,053,474,364,90
IPP-2017-07-0743 05/26/2017-06/25/2017 4-Aug-17 2,049,576,052.50
IPP-2017-08-0756 06/26/2017-07/25/2017 4-Sep-17 1,933,773,305.28
[PP-2017-09-0773 07/26/2017-08/25/2017 6-Oct-17 2,014,126,819.45
IPP-2017-10-0793 08/26/2017-09/25/2017 30-Oct-17 2,175,655,663,49
IPP-2017-11-0816 09/26/2017-10/25/2017 4-Dec-17 1,997,328,644.50
IPP-2017-12-0832 10/26/2017-11/25/2017 3-Jan-18 1,948,307,945.01
IPP-2018-01-0843 11/2642017-12/25/2017 2-Feb-18 1,454,980,208.64
SUBTOTAL {SPPC) 22,473,537,953.44
STRATEGIC POWER DEVELOPMENT CORPORATION
IPP-2017-02-0636 12/26/2016-01/25/2017 13-Mar-17 77,986,558.00
IPP-2017-03-065% 01/26/2017-02/25/2017 10-Apr-17 88,375,586.00
IPP-2017-04-0685 02/26/2017-03/25/2017 15-May-17 79,325,935.00
IPP-2017-05-0697 03/26/2017-04/25/2017 8-Jun-17 93,651,298.00
IPP-2017-06-0716 04/26/2017-05/25/2017 5-Jul-17 97,221,137.00
IPP-2017-07-0742 05/26/2017-06/25/2017 14-Aug-17 35,078,576.00
IPP-2017-08-0754 06/26/2017-07/25/2017 11-5ep-17 38,902,513.00
IPP-2017-09-0774 07/26/2017-08/25/2017 16-Oct-17 93,868,086.00
IPP-2017-10-0790 08/26/2017-09/25/2017 8-Nov-17 97,555,575.00
IPP-2017-11-0814 09/26/2017-10/25/2017 12-Dec-17 64,372,971.00
IPP-2017-12-0830 10/26/2017-11/25/2017 11-Jan-18 62,539,191.00
IPP-2018-01-0844 11/26/2017-12/25/2017 12-Feb-18 70,479,630.00
SUBTOTAL (SPDC) 899,357,056.00
VIVANT STA. CLARA NORTHERN RENEWABLES GENERATION CORPORATION
IPP-2017-02-05637 12/26/2016-01/25/2017 13-Mar-17 2,972,064,00
IPP-2017-03-0560 01/26/2017-02/25/2017 10-Apr-17 3,603,856.00
IPP-2017-04-0687 02/26/2017-03/25/2017 15-May-17 2,051,024.00
IPP-2017-05-0698 03/26/2017-04/25/2017 8-Jun-17 2,821,408.00
IPP-2017-06-0717 04/26/2017-05/25/2017 5-Jul-17 12,847,552.00
IPP-2017-07-0744 05/26/2017-06/25/2017 15-Aug-17 29,814,648.00
IPP-2017-08-0755 06/26/2017-07/25/2017 11-Sep-17 29,171,440,00
IPP-2017-09-0775 07/26/2017-08/25/2017 16-0ct-17 37,906,848.00
IPP-2017-10-0791 08/26/2017-09/25/2017 8-Nov-17 32,908,136.00
IPP-20M7-11-0815 09/26/2017-10/25/2017 12-Dec-17 21,312,920.00
IPP-2017-12-0831 10/26/2017-11/25/2017 11-Jan-18 10,890,704.00
IPP-2018-01-0845 11/26/2017-12/25/2017 12-Feb-18 5,910, 008.00
SUBTOTAL (NORTHERN RENEWABLES) 192,210,608.00
FDC MISAMIS POWER CORPORATION
IPP-2017-02-0635 12/26/2016-01/25/2017 9-Mar-17 232,975,834.89
IPP-2017-03-05658 01/26/2017-02/25/2017 10-Apr-17 136,541,240.30
DM#RSALM-17-04-0391 12/26/2016-01/25/2017 8-May-17 210,077.40
IPP-2017-04-0686 02/26/2017-03/25/2017 15-May-17 150,074,950.68
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POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
SUMMARY OF IPPA BILLINGS - GENERATION PAYMENTS
For the Period 26 December 2016 to 25 December 2017

Bill Number Billing Period Due Date BILLINGS (PHF)
IPP-2017-05-0696 03/26/2017-04/25/2017 7-Jun-17 233,585,243.57
1PP-2017-06-0715 04/26/2017-05/25/2017 B-Jul-17 228,039,527.40

DM#RSALM-17-06-0563 02/26/2017-03/25/2017 5-Jul-17 268,230.48
iPP-2017-07-0734 05/26/2017-06/25/2017 7-Aug-17 205,964,769.02
IPP-2(117-01-0610 January 2017 26-Jan-17 128,000,888.88
IPP-2017-02-0630 February 2017 26-Feb-17 128,000,888.88
IPE-2017-03-0650 March 2017 26-Mar-17 128,000,888.88
iPP-2017-04-0671 April 2017 26-Apr-17 128,000,888.88
1PP-2017-05-0690 May 2017 26-May-17 128,000,838.88
IPP-2017-06-0709 June 2017 26-Jun-17 128,000,838.88
IPP-2017-08-0753 06/26/2M7-07/25/2017 11-Sep-17 242,701,817.66
IPP-2017-09-0772 07/2642017-08/25/2017 17-0ct-17 246,621,485.35
IPP-2017-10-0792 08/26/2017-09/25/2017 9-Nov-17 225,000,569.72
IPP-2017-07-0728 Jul-17 26-Jul-17 128,000,888.88
IPB-2017-08-0747 Aug-17 26-Aug-17 128,000,888.88
IPP-2017-09-0766 Sep-17 26-5ep-17 128,000,888.88

DMAPSALM-17-11-1468 07126/2017-08/25/2017 12-Dec-17 217,479.26
IPP-2017-11-0809 Q9/26/2M7-10/25/2017 11-Dec-17 232,572,902.46
IPP-2017-12-0825% 10/2642M7-11725/2017 10-Jan-18 237,979,684.65
IPP-2018-01-0842 1172612712421 72017 11-Feb-18 181,366,181.10
IPP-2017-10-0784 Qctober 2017 26-0ct-17 128,000,588.88
IPP-2017-11-0803 November 2017 26-Nov-17 128,000,8588.88
IPP-2017-12-0819 December 2017 26-Dec-17 128,000,888.88

DiEPSALM-17-12-1551 08/26/2017-09/25/2017 2-Jan-18 397,879.00

DM#PSALM-18-02-0259 1072672017-11/2572017 14-tar-18 211,162.10

SUBTOTAL (FDC MISAMIS) 4,090,739,701.60
TOTAL | 27,655,845,319.04
Prepared by: Reviewed by: Approved by:
rs
s AL
JOFR| . PAURA ELIZABETH M. COBILLA ESTRELLA E. SEBASTIAN
Sr. Finarice Analyst Officer-in-Charge, LAD Officer-in-Charge, Treasury Depariment
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POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION

VAT on Mt. Apo Monthly Payments

For the Period 26 DECEMBER 2016 TO 25 NOVEMBER 2017

PERICD VAT
January 2017 15,360,106.67
February 2017 15,360,106.67
March 2017 15,360,106.67
April 2017 15,360,106.67
May 2017 15,360,106.67
June 2017 15,360,106.67
July 2017 15,360,106.67
August 2017 15,360,106.67
September 2017 15,360,106.67
October 2017 15,360,106.67
November 2017 15,360,106.67
TOTAL 168,961,173.37

Prepared by:

Tracy Pamela T. Ramos
Finance Specialist

Approved by:

Ram® 7 is’o
Mahager, BTM

Reviewed by:

Sr. Finance Specialist

Noted by:

JoS&iyn D, Carabuena
Acting Manager, BPMD




Power Sector Asseis and Liabilites Management Corporation

Fixed Cost of Ineligible Plants under IPPAA

For the period ended 31 December 2017

Amount in PHP

Other OPEX
Plant Independent Power Producer Fixed Operating R R Total
and Maintenance Share in National ER 1-94 RPT Others ¥
Fee Wealth
Bakun Luzon Hydro Corporation 305,243,165.58 2,122,813.03 2,402,632.60 - 309,768,611.21
San Reque  San Roque Power Corperation 553,668,178.52 10,376,175.29 - 32,276,505.73 264 ,895,785.24 861,216,644.78
llijan KEPCO llijan Corporation 1,319,548,015.20 - 81,448,843.00 97.432,882,93 13,625,305.24 1,512,056,047.07
Mt. Apo Energy Dev't Corporation - - 7,489,724.70 - 7,488,724.70
Total 2,178,460,359.30 12,498,988.32 91,341,200.30 129,709,388.66 278,521,091.18 2,690,531,027.76

1/ Other related expenses such as insurance, maintenance, technical services and administrative services.

Prepared by:

-/

ntander
nag Ahalyst

egZe
Sr. F

Reviewed by:

arilou H. Gappe
Manager, FMA

Approved by:




Power Sector Assets and Liabilites Management Corpeoration
Variable Cost of Ineligible Plants under IPPAA
For the period ended 31 December 2017

Amount in PHP
Fuel
Plant Independent Power Producer Energy Fee . Total
Natual Gas Diesel

Bakun Luzon Hydro Corporation - -
San Roque San Rogue Power Corporation 114,827,249.64 114,827,249.64
llijan KEPCO liijan Corporation 490,878,548.02 20,521,126,266.81 938,414,482.74 21,650,419,297.57
Mi. Apo Energy Dev'i Corporation 2,637,907,016.97 2,637,907 016.97

Total 2,943,612,814.63 20,521,126,266.81 938,414,482.74 24,403,153,564.18

Prepared by: Reviewed by: Approved by:

. Alfafara
nirollership Depi.

I\gfl rilou H. Gappe Yol
anager, FMADy‘! Manager,

Sr. Finapcelanalyst




Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City, Philippines

INDEPENDENT AUDITOR’S REPORT

ATTY. IRENE JOY BESIDO-GARCIA L
President & Chief Executive Officer o

Power Sector Assets and Liabilities Management Corporation . - JUL 20 2018 bR
Diliman, Quezon City o - PLE

Unquealified Opinion R & REEA

We have audited the accompanying Variance Analysis Report (VAR) of Power Sector Assets
and Liabilities Management Corporation (PSALM) on the True-Up Adjustment of the
National Power Corporation’s (NPC) Siranded Debt (SD) Portion of the Universal Charge
(UC) for CY 2017 and the related Notes to the VAR.

In owr opinion, the accompanying VAR of the PSALM Corporation for the True-up
Adjustment of the NPC UC-SD for CY 2017 present fairly, in afl material respects, the
variance or under-recovery for CY 2017 in accordance with Energy Regulatory Commission
(ERC) Resolution No. 02, Series of 2011, re: “Amended Rules for the Recovery of NPC
Stranded Contract Costs and Stranded Debis Portion of the Universal Charge™ and ERC
Decision dated January 28, 2013 on ERC Case No. 2011-092 RC.

Basis for Unqualified Opinion

We conducted our andit in accordance with the International Standards of Supreme Audit
Institutions (ISSAIs). Our responsibilities under those stasdards are further described in the
Auditor’s Responsibilities for the Audit of the Variance Analysis Report section. We are
independent of the PSALM Corporation in accordance with the ethical requirements that are
relevant to our audit of the VAR, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention on Note 5 to the VAR which discloses that interest income from
privatization proceeds in the amount of PhP35.42 miilion for CY 2017 is excluded from the
UC-SD True-Up Adjustment calculations.

Management’s Responsibility for the Variance Analysis Report

Management is responsible for the preparation, calculation and fair presentation of the VAR,
in accordance with the ERC Resolution No. 02, Series of 2011, Re: “Amended Rules for the
Recovery of the NPC Stranded Contract Cost and Stranded Debts Portion of the Universal
Charge”, ERC Decision dated Januvary 28, 2013 on ERC Case No. 2011-092 RC, and for

CERTIFIED TRUE COpY
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such internal control as Management determines is necessary to enable the preparation of the
VAR that is free from material misstatement whether due to fraug or error.

Aunditor’s Responsibility for the Audit of Variance Analysis Report (VAR)

Our objective is to oblain reasonable assurance about whether the VAR on the True-Up
Adjustment of the NPC UC-SD for CY 2017 as a whole is free from material misstatement,
whether due to fraud or error, and to issue our opinion. Reasonable assurance 1s a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISSAls will
always detect a maierial misstatement when it exists. Misstatemenis can arise from fraud or
error and are considered material if, individuaily or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the VAR on the
NPC UC-8D.

As part of an audit in accordance with ISSAls, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

o Tdentify and assess the risks of material misstatement of the VAR, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion, The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opimion on the effectiveness of the PSALM Corporation’s mternal
control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

s Conclude on the appropriateness of management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the PSALM
Corporation’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statemenis or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the andit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the
PSALM Corporation to cease to continue as a going concern.

s Evaluate the overall presentation, structure and content of the VAR, including the
disclosures, and whether the VAR represent the underlying iransactions and events in
a manner that achieves fair presentation.

‘We communicate with those charged with governance regarding, among other maiters, the

planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in nternal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all

relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

Ve,
E MARANANYULDE

Supervising Audi
July 19, 2018 #}
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. POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
VARIANCE ANALYSIS REPQRT .

To Support the UC-5D True-up Adjustment

For the Period January to December 2017

{In Philippine Peso)

Notes Amount Total
STRANDED DEBTS
NPC's outstanding financial obligations as of the effectivity of EPIRA
Principal 15,237,383.53
Interest 1,882,986,700.50
Guarantee fee 0.00
Other charges 80,554.17
Lease obligations - 9,057,499,298.66 10,955,803,936.86 N
New loans contracted by NPC after the effectivity of EPIRA '
Principal 749,413,934,57
Interest 65,420,126.08
Guarantee fee 0.00
Other charges 1,439,998.86 816,274,059.51
New loans contracted by PSALM in behalf of NPC
Principal 18,810,838,785.73
Interest 11,492,470,141.82
Guarantee fee 13,439,334.64
Other charges 62,843,459.40 30,379,591,721.59 N\
Total Gross Debt Service 4a 42,151,669,717.96 N
LESS: Principal Repayment Portion of New Loans for Refinancing 4b 6,421,982,877.73
Gross Debt Service Net of Principal Repayment Portion of New
Loans for Refinancing 35,729,686,840,23 N
LESS: Total Privatization Proceeds 5
Sale of assets or equity 286,307,231.24 °
Privatization of ineligible IPP contracts 11,142,474,111.36
Interest on TransCo's Concession Fee . 3,551,982,122.08
Cther priva related transactions 623,930,732.00 15,604,694,196,68 ~
LESS: Net Proceeds from Operations 6
Revenues 51,107,178,234.64
Operating Costs (42,786,820,621.31) 8,320,357,613,33 ™
STRANDED DEBTS 7 * 11,804,635,030.22
COST VARIANCE . ] ’ 11,804,635,030.22
QUANTITY VARIANCE 9 -
TRUE-UP ADJUSTMENT/UNDER-RECOVERY 10 11,804,635,030.22 N
Prepared by; Checked by: Reviewed by: Approved by:
298 o L
L pastidrr /
AyéAP STOL ROCHELLE V. MORENO LUISA A, ESTEBAN LOURDES S. ALZGNA
Finance Specialist Division Manager Department Managet ice President
FVTD-UCAD FVTD-UJAD UCAD Finance Group
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POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
NOTES TO VARIANCE ANALYSIS REPORT
(In Philippine Peso})

1. GENERAL INFORMATION

On 7 February 2011, the Energy Regulatory Commission (ERC) issued Resolution No.
02, Series of 2011, “A Resolution Adopting the Amended Rules for the Recovery of
NPC Stranded Contract Costs and Stranded Debts Portion of the Universal Charge”
(“Guidelines”). Article VIl of the said Guidelines provides, among others, that true-
up adjustment shall be done on an annual basis to be initiated by PSALM through
submission to the ERC of a detailed Variance Analysis Report (VAR}) certified by an
Independent Third Party auditor. The VAR shall be the basis by which the ERC will
approve inclusion of any under recovery in the current year’s level of National Power
Corporation (NPC) Stranded Debts {SD) availment of the Universal Charge (UC) or
mandate a reimbursement due to over recovery by way of a reduction in the current
year’s level of NPC SD appropriate share of the UC.

On 28 January 2013, the ERC rendered its decision on PSALM’s Petition for the
recovery of SD as of 31 December 2010 under ERC Case No. 2011-092 RC {ERC
Decision), by setting the recoverable SD to zero (0} since the allowable SD for CY
2011 can be fully covered and paid from the proceeds of NPC’s operation, This is
without prejudice to the filing of annual true-up adjustments for the recavery of
SD, for the years 2011 and beyond.

For the years 2011-2016, PSALM filed/submitted before the ERC annuat True-up
Adjustments of NPC SD Portion of the UC, duly supported by certification issued by
COA on the VAR, details are as follows:

ERC Case No. Date Filed Am;’;‘:‘; g}‘e" | Egﬁgﬁf?ja‘gfoﬁ _'__-.
| 2013-195RC | 30 September 2013 41,14 27 September 2013
2013 N/A 30 July 2014 (49.59) 25 July 2014
2014 | 2015-144 RC 30 July 2015 1.35 24 July 2015
2015 | 2016-150 RC | 30 June 2016 27.67 28 June 2016
2016 | 2017-069 RC 31 July 2017 34.64 24 July 2017

In a Decision dated 27 June 2017, the ERC approved with modification PSALM’s
petition for the CYs 2011-2012 UC-SD True-Up Adjustments in the amount of
PhP24.20 Bitlion with a rate equivalent to PhPG.0265/kWh to be recovered from the
consumers from August 2017 billing peried until the amount of SD True-up for CY
2011 and CY 2012 has been fully recovered,

On 07 August 2017, PSALM filed a Motion for Reconsideration {(MR) on the ERC
Decision dated 27 June 2017 to reconsider the disallowed fuel and purchased power
costs in the amount of PhP15.80 Billion and to include the Automatic Cost Recovery
Mechanism (ACRM) True-up Adjustments for CYs 2011-2012 applicable for ineligible
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plants (for SD recovery) in the amount of PhP5.60 Billion. The ACRM True-up
Adjustment is an annual verification by the ERC intended to atlow PSALM to
recover/refund increases/reductions in cost of producing electricity from/to its
customers. To date, the ERC has yet to decide on PSALM’s MR.

In a letter dated 02 February 2018, PSALM requested for an extension of the deadline
to file, among others, the petition for true-up adjustment of the NPC’s 5D portion
of the UC for CY 2017, from 15 March 2018 to 31 July 2018, on the ground that the
15 March original deadline is no longer feasible considering that the CY 2017
certified financial statements of PSALM which will serve as basis in calculating the
SD is still subject for approval of the Board. Further, data contained in its financial
statement needs to be analyzed and processed to identify and properly classify the
components that are eligible for recovery under the SD.

The ERC, in its letter dated 13 March 2018, approved PSALM’s request to extend the
deadline for filing the UC-SD True-up Adjustment petition for CY 2017 until 31 July
2018.

2. BASIS OF PREPARATION

The Guidelines

Under the Guidelines, SD true-up adjustment shail be conducted annually to be
initiated by PSALM through submission to the ERC of a detailed VAR certified by an
Independent Third Party auditor. The VAR shall be the basis by which the ERC will
approve inctusion of any under recovery in the current year’s level of NPC SD
availment of the UC or mandate a reimbursement due to over recovery by way of a
reduction in the current year’s {evel of NPC SD appropriate share of the UC,

{C-SD as Approved by the ERC

The ERC, in its decision dated 28 January 2013, disapproved the petition of PSALM
for the recovery of NPC SD portion of the UC as of December 2010 when it set the
recoverable SD to zero (0), based on the following calculations:

il

UCSDR

| PhP539,915.37 — PhP473.836.21-0| _  PhP8,114.01
5 1,230,000 gWh | 60,703 gWh T

PhP66,079.16 | _ | PhP8,114.01 !
1,230,000 gWh | 60,703 gWh |

il

{ PhP0.0537/kWh - = | PhP 0.1337/kWh}

It

= PhP 0.0800/kWh

Since the above computation resulted to a negative UC-SD rate per kWh
(-PhP0.0800/kWh), the ERC set the recoverable SD to zero (0), given that the
allowable SD for CY 2011 can be fully covered and paid from the proceeds of NPC’s
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operation. This is however, without prejudice to the filing of annual true-up
adjustments for the recovery of succeeding SD.

Statement of Compliance

The VAR has been prepared in accordance with Section 3, Article VIl of the
Guidelines, which prescribes that it shatl contain at the minimum, the following:

a. Quantity Variance (QV), which refers to the difference between the
billing determinant used pursuant to the ERC Decision and the actual kWh
sates to end-users;

b. Cost Variance (CV), which refers to the difference in the estimated costs
considered in establishing the approved level of stranded debts and
actual costs covering Gross Debt Service (GDS), Privatization Proceeds
(PP}, and Cash Flow from NPC Operations (PO}; and

C. The over/under recovery for stranded debts shall be equivalent to the
sum of Cost and Quantity Variance translated into absolute peso amount
(Quantity Variance multiptied by the PhP/kWh stranded debt approved
by the ERC}.

Basis of Measurement

The VAR is prepared on a historical cost basis.

Functional and Presentation Currency

The VAR is presented in Philippine Peso, which is the Corporation’s functional
currency.

3. FINANCIAL OBLIGATIONS SERVICED IN CY 2017

PSALM’s total financial obligations serviced/paid in CY 2017 consist of: 1) regular
debt maturities of NPC, NPC-Small Power Utilities Group (NPC-SPUG), PSALM, and
the National Transmission Corporation (TransCo) due during the said period and ii)
Build-Operate-Transfer {(BOT) lease obligations pertaining te eligible (for Stranded
Confract Costs (SCC) calculation purposes} and ineligible Independent Power
Producer (IPP) contracts (relevant in calculating SD) due during the period.

Servicing of debt maturities involves the repayment of the principal portion of the
loan, payment of the corresponding interest, guarantee fee and other charges, all
of which include loss/{gain) on foreign exchange, if settled using foreign
denominated currency. Other charges include monitoring fee, documentary stamps,
rating fee, analytical services and bank charges.

Regular debt maturities serviced in CY 2017 include the current portion of loans
availed in CYs 2011, 2012 and 2016 (principal portion, corresponding interest,
guarantee fee and other charges) which were contracted to pay off or refinance
debt maturities {(Loans for Refinancing) in said years.
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BOT tease obligations serviced in CY 2017 consist of payment of capacity fees of
eligible IPP contracts for Sual and Pagbilao Coal plants and non-eligible IPP contracts
for San Rogue Multi-Purpose Hydro, Luzon Hydro (Bakun), Ilijan Natural Gas,
Kalayaan 3 and 4 Hydro, and Mindanao Coal/STEAG plants.

For CY 2017, total debts and BOT lease obligations serviced are summarized in the
table below:

Particulars L {1
i} Eglgioutstanding financial obligations as of effectfivity of 29,070,435,161.23
- Debts 1,898,304,638.20
- Lease Obligation of all IPPs 27,172,130,523.03
ii) New loans contracted by NPC after the effectivity of EPIRA 1,312,894,957.85
fif) Loans incurred by PSALM in behalf of NPC 43,229,100,140.4

Total Financial Obligations Serviced 73,612',430',259.55.'
The PhP73.61 Billion total financial obligations serviced in CY 2017 include debt
service of the current portion of loans availed in CYs 2011, 2012 and 2016 (principal
portion, corresponding interest, guarantee fee and other charges) to pay off or
refinance debt maturities (Loans for Refinancing) in said years, namely, Land Bank
of Philippines (LBP) PhP75Bn Syndicated Term Loan, Republic of the Philippines
(ROP) Relending Facility, ROP Relent-S500M Onshore Doliar Bond, Land Bank Short
Term Loan - PhP7Bn, and Land Bank Short Term Loan - PhP8Bn.

The detailed Schedule of Financiat Obligations Serviced in CY 2017 is shown below:

TOTAL ACTUAL DEBT SERVICE

CREBITORS

i} KFC's oytstanding financial obligations as of the effactivity of EPIRA
A. FOREIGN LOANS -
REGULAR

SALOMOM SMITH BARMEY
$300M YB

1,892,386.987.00 | - 8055417 1,882,467.541.17

IMT'L. DEY. ASSOCIATION 296-
BATAAN THERMAL :

15,237,383.53 599,713.50 15,837,097.03

Sub-total 1,898,304,638.20

B, BOT LEASE OBLIGATIONS |

TOTAL NPC's outstanding ’
15,237,383.53 t,882,986,700.50 80,554.17

financial obligations as of
it Mew Loans contracted by NPC after the sffactivity of EPIRA

27,172,130,523.032

29,070,435,161,23 -

the effectivity of EPIRA
OVERSEAS PRIVATE
INVESTMENT CORP

TOTAL Hew Loans
contracted by NPC after the

effectivity of EPIRA
iii) New Loans contracted by PSALM in behaif of NPC

1,205,357 ,152.50 105,221,711.60 | - } 2,316,093.75 |

1,312,894,957.85

1,205,357,152.50 105,221,791,60 2,316,093.75 1,312,894,957.85 -

PSALM [NOMURA INTL

TRANCHEA) o JA23,300,828.09 | 41,178,830.50 | ..498,830.00 4 467,230,588.59 |
PSALM [NOMURA INTL

TRANCHEB] e e s 705,762,170.86 . 81,560421.57 | -1 767,322,592.43 |
HSBC/ DEUTSCHE/MORGAN

$18 PR W 4,186,863,732.76 | e oo b B296,822.00 | 4,196,160,354.76
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TOTAL ACTUAL DEBT SERVICE

CRERITORS PRIMCIPAL ] INTEREST
. in PhP . in PRP
DBP/MS/UBS NEW CASH
OFFER e n)omAcea2sese | o | 27408325659
DBP!MS!UBS BOND
EXCHANGE 2019 : 84,147,097.26 | EDOUPR A . B4,147,097.26 _
DBP/MS/UBS BOND
EXCHANGE- 2074 _ : 2,575,120,475.71 : e | e 24973, 120,475 71
7.750% Fixed Rate Retail
Bands due 2017 18,678,000,000.00 | 723,772,500.00 | ol L 09A01,772,300,00
LBP 758n Syndicated Term
Loan 6,937,500,000.00 2,234,713,935.23 i s e ] DITR23,955.23
_ROP Relending Facility 350,000,000.00 1,493,083,586.94 -1 1,843,083,586,94
ROP Relant - 5500 Onshore
Dollar Bond .1,501,605,000.00 1 434,869,512.43 | sl 454821 | 1,956,299,060.64 |
Landbank Short Term Loan -
| PhP7Bn 1 o 113,289,960.00 ) - 34,424,657.53 | 147,714,617.53
Landbank Short Term Loan

PhPEBn - 104,499,999.99 - 39,452,054,79 143,952,54.?8
TOTAL New Loans R L,
contracted by PSALM in 27,467,105,000,00 15,578,559,075,87 | 102,739,352.07 | '80,696,712.53 | . -

behalf of NPC ’

28,687,699,536.03 | 17,566,767,487.97 | 102,739,352.07 | 83,093,360.45 |

4. GROSS DEBT SERVICE (GDS)

Recoverable Financial Obligations

Pursuant to Section 2, Article V of the Guidelines, the financial obligations that shall
be included as part of the GDS for purposes of the SD true-up calculations are as
follows:

i) NPC’s outstanding financial obligations as of the effectivity of EPIRA;
iil) New loans contracted by NPC after the effectivity of the EPIRA;

ili) Loans incurred by PSALM in behalf of the NPC; and

iv) Loans contracted by TransCo prior to its privatization.

On the other hand, the financial obligations that shall be excluded for purposes of
the SD true-up calculations are as fotlows:

i)  Capacity fees and debt service related to eligible IPP contracts;
ii)  All other loans incurred by PSALM; and
iii) All loans pertaining to NPC-SPUG,

Consistent with the ERC Decision, Capacity Fees/Lease Obligations of IPP contracts
not eligible for recovery under SCC (Lease obligation of non-eligible IPPs) shall be
included as part of GDS under NPC’s outstanding financial obligations as of the
effectivity of the EPIRA.

a. Total Allowable GDS

Out of the total financial obligations serviced by PSALM, the SD share in debt service
or the allowable GDS was calculated by applying to each component of debt service
(principal repayment, interest, guarantee fee, and other charges) the percentage
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share utilization of SD in the loan proceeds. The percentage share utilization of 5D
is based on the extent of loan proceeds that was utilized for
generation/transmission/other power assets and ineligible IPPs which are all eligible
for recovery under SD (SD Percentage).

The allowabte GDS also includes the capacity fees/lease obligations for ineligible
IPP contracts namely San Roque, Luzon Hydro (Bakun), Ilijan, Kalayaan 3 and 4, and
Mindanao Coal/STEAG. In other words, aliowable GDS excludes capacity fees/lease
obligations of IPP contracts for Sual and Pagbilao Coal plants which are eligible for
recovery under the universal charge for SCC.

Qut of the PhP73.61 Billion total financial obligations serviced in CY 2017, Allowable
GBS amounts to PhP42.15 Billion, as shown below:

~ Particutars _ “Amount (in PhP) |
i} NPC's outstanding financial obligations as of effectivit 10.955.803.936.86
of EPIRA ik i
- Debts 1,898,304,638.20
- Lease Obligation of non-eligible 1PPs 9,057 499, 708 66
if) New loans contracted by NPC after effectivity of EPIRA 816,274,059.51
iii) Loans incurred by PSALM in behatf of NPC 30,379,591,721.59

Total Allowable GDS 42,151 ,__'669,'717."96 '

Details of the Total Allowable GDS are as follows:

Debt

Utilization GROSS DERT SERVICE, in PhP

CREDITOR GUARANTEE

For 5B PRINCIPAL INTEREST FEE . OTHERS

i) NPC's outstanding financial obligations as of the effectivity of EPIRA
A, FOREIGN LOANS - REGULAR

SALOMON SMITH BARNEY $300M YB 100.0000% - 1,882,386,987.00 | o). 80,5547 ) 1,882,467,5431.17 |
INT'L. DEV. ASSOCTATION 268-"BATAAN

THERMAL 100.0000% 15,237,383.53 599,713.50 - . 15,837,097.02
Subtotal 1,698,304,638.20
B. BOT LEASE OBLIGATION 9,057,499,298.66
TOTAL NPC's outstanding financial obligations as of 3 ; . SV p— - .
the effectlyity of EPIRA 15,237,383.53 1,882,986,700,50

ii} New Loans contracted by NPC after the

effectivity of EPIRA

OVERSEAS PRIVATE INVESTMENT CORP 62.1736% 749,413,934.57 65,420,126.08 1,439,998.86

TOTAL NPC's outstanding financial cbligations after o 6 oam.86 |

the effectivity of EPIRA 749,4%3,934.57 65,420,126.08 . s __1_,I4:_§9,9f_3__§__.§6_

iii) Loans incurred by PSALM in

behalf of NPC

FSALM [NOMURA INTL TRANCHE A] 13,0810% N 55,666,563, 44 5,386,615.90 j 65,251.95 61,118,433.29
PEALM THOMURA TNTL TRANCHE E] 13.0810% <TG, 4957 [T T8,052,718.75 = 100,373,468.32
HSBC/DEUTSCHE/MORGAN $1B 79.6679% - 3,337,976, 44875 | T LT 5,016,386.52 | ~'3,342,997,835.27
DBP/ME/UBS MEW CASH OFFER 90.5020% - 2,239,094,828 & . o 2,239,094,878.58
DEP /57085 BOND EXCHANGE-2019 79.4443% - " Tg6,850,072.39 ’ - e 66,850,072.39
DEP /M5 7UBS BOND EXCHANGE-2074 74.3228% - 1,913,901,640.52 - UL 613,901, 64092
7.750% Fixed Rate Retail Bonds due T r—— T [T

7 66.3286% 12,388,855,908.00 480,068,166.44 - - 12,868,924,074.44
LB? 75Bn Syndicated Term Loan | 74.5384% 5,171,101,500.00 | 1,665,720,026.81 6,836,821,526.81
ROP Relending Facflity 788908 | #76,122,000,00° | 1,iA7 9350847 | T = | 71,454,045,503.41
AP RelSnt < SS00M OEROrE Bty |~ o e et e MRS Jo s e e 1928093, 3U5.81
Bond 64.9145% 974,759,377.73 295,146,440.65 - 15,935.35 1,269,921,753.72
Landbank Short Term Loan - PAP7EN 67 1536% . 76,075,286.58 i - 15,177,396.62 | 95,195,683.40
Landbank Short Term Loan - PhPAEN 87.7116% - 91,723,411.59 Y 14,628,488.76 126,351,900.75

TOTAL Loans incurred by PSALM in behalf of NPC 18,810,838,785.73 11,492,470,141.82 13,439,334.64 62,843,459,40 |- '303?’9,591; 1.59
GRAND TOTAL ALLOWABLE GDS 19,575,490,103.83 13,440,876,968.40 | 13,439,334.64.| 64,364,012.43 | * 42,151,66%,717.96
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b. Net Allowable GDS

The total allowable GDS of PhP42.15 Billion was further reduced by PhP6.42 Billion,
representing principal repayment portion of Loans for Refinancing serviced in CY
2017, to avoid double recovery. Effectively, the proceeds of said principal
repayment portion of L.oans for Refinancing were used to service the debt maturities
included inthe CYs 2011, 2012 and 2016 GDS.

Details of PhP6.42 Billion are shown below:

~ CREDITOR GROSS DEBT SERVICE ~
PRINCIPAL (in PhP)

Principal Repayment Portion of Loans for Refinancing

LBP 75Bn Syndicated Term Loan 5,171,101,500.00
ROP Relending Facility 276,122,000.00
ROP Relent - $500M Onshore Dollar Bond 974,759,377.73

Total - 2017 Principal Repayment

Portion of Loans for Refinancing 6,421,982,877.73 s

Hence, the allowable GDS net of debt service - principal repayment portion of loans
for refinancing amounts to PhP35.73 Billion, as summarized below:

_ Particulars
Allowable GDS
LESS: Principal Repayment Portion of New Loans for
Refinancing
Allowable GDS Net of Principal Repayment Portion
of New Loans for Refinancing (Net Allowable GDS)

6,421,982,877.73

35,729,686,840.23 .

. PRIVATIZATION PROCEEDS (PP)

Consistent with the EPIRA and the UC-SD formula, the following PP components shall
be used to reduce the actual allowable GDS:

i}  Proceeds from the sale of assets or equity in the privatized entities;
il)  Proceeds from the privatization of non-eligible IPP contracts; and
ifi) Proceeds from the concession of operations of the transmission system.

Guided by the considerations on PP in the ERC Decision, the PP for CY 2017 is shown
below:

PRIVATIZATION PROCEEDS . Cee s AMoRitE R PRR)E
Sale of Generation Assets
Sucat Thermal Power Plant - Structures, Plant Equipment 272.,500,000.00
Equipment, Auxiliaries and Accessories

Unserviceable Assets, Junk and Scrap Materials:

Kalayaan Pump Storage Power Plant, Kalayaan Stockyard and 8,124,999.99

Malaya Thermal Power Plant.

Mexico Central Warehouse 5,682,231.25 286,307,231.24

IPP Administrator Manthly Payment
Vivant Sta. Clara Nerthern Generation Corp. (Luzon Hydro IPPA} 10,970,618.57
Strategic Power Devt, Corp. (San Rogue IPPA) 3,945,296,024.49
South Premiere Power Corporation (ilijan IPPA) 8,704,139,762.81
7
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VAT Expense (San Rogue IPPA) (473,435,522.96)

VAT Expense (llijan IPPA) (1,044,496,771.55) 11,142,474,111.36
Interest on TransCo’s Concession Agreement
17 January 2017 {16™) 1,775,991,061.04
21 July 2017 (17 1,775,991,061.04 3,551,982,122.08
Other Priva-related Proceeds
Roto Coal 171,409,392.73
rorfeiture of Performance Bond - FDC Misamis Power Corp. 400,000,000.00
Optioned Assets under the Land Lease Agreement:
Panay and Bohol Diesel Power Plants 15,525,912.14
Calaca Batangas Coal-Fired Thermal Power Plant(CFTPP) $,355,705.55
Masinloc Power Partners Co. Ltd. 2,812,578.72
Waste Materials:
Industrial Diesel/Bie-Diesel Gil and Sludge - Ilijan Natural 24,790,178.57
Gas Power Plant
Used Rubber Tires 13,571.43
Used Storage Batteries 23,392.86 623,930,732.00

TOTAL PRIVATIZATION PROCEEDS 15,604,694,196.68'

The proceeds from the sale of generation assets amounting to PhPQ.29 Billion
correspond to the sale of decommissioned Sucat Thermal Power Plant and
unserviceable assets, junk and scrap materials.

The IPP administrator monthly payments amounting to PhP11.14 Billion, net of VAT
shouldered by PSALM, represent the privatization proceeds from the three (3) IPP
Administrators, namely, Vivant Sta. Clara Northern Renewable Generation Corp.
(VSCNRGC), Strategic Power Development Corporation (SPDC), and South Premiere
Power Corporation (SPPC), as a result of PSALM's privatization of IPP contracts
covering Luzon Hydro, San Roque and ilijan, respectively.

Proceeds from VSCNRGC represent interest on unpaid Monthly Payment covering
Sept 2016 to March 2017 which was paid in 2017. VSCNRGC filed a petition for
corporate rehabilitation with the Regional Trial Court (RTC) Branch 11, Cebu City
on 16 May 2017, The RTC Branch 11 issued a Commencement/Stay Order declaring
the entity under rehabilitation on 26 May 2017. Pending the court’s resolution on
PSALM’s Opposition with prayer te lift Stay Order, Northern Renewables continues
to administer the contracted capacities sans payment of Monthly Payment to PSALM.

The interest on TransCo’s Concession Agreement amounting to PhP3.55 Billion
represents the semi-annual interest payments made by the National Grid

Corporation of the Philippines (NGCP) on the balance of the concession fee under
the Concession Agreement.

The proceeds from the sale of other priva-related activities amounting to PhP0.62
Biltion consist of the following: i) sale of Roto Coal, ii) forfeiture of performance
bond from FDC Misamis Corporation in relation to the termination of iPP
Administration Agreement of Mt. Apo 1 and 2, {ii) optioned assets under land lease

agreement and iv) waste materials.

The privatization proceeds are net of the Value-Added Tax (VAT), consistent with

Bureau of Internal Revenue (BIR) Revenue Memorandum Circular No. 11-2012 which
states, among others, that:
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“x x x Considering that the sale of electricity is now subject to VAT, the real
properties sold by PSALM are regarded as real properties used in the trade
or business. While it is clear under the Tax Code of 1997 that such sale is
not subject to income tax, there is no provision under the same Code that
exempts it from VAT nor subject it to VAT at zero rate. x x x”

“x X X Moreover, gross receipts of PSALM from the lease of NPC transferred
assets and other assets are deemed in the ordinary course of trade or
business, hence, subject to VAT under the Tax Code of 1997.”

And considering that the IPP Administrator Agreement between PSALM and the IPP
Administrator provides that, “In the event that the Monthly Payments are
determined with finality to be subject to value added tax, al{ applicable value added
tax on such payments shall be for the account of PSALM...”, for purposes of SD
calculations, the IPP Administrator Monthly Payment received by PSALM was reduced
by the VAT shouldered by PSALM.

PSALM manages the proceeds from the privatization of non-eligible IPP Contracts by
investing them in interest-bearing instrument. Interest income from privatization
proceeds is excluded from the UC-SD True-up Adjustment calculations consistent
with the treatment of privatization-related expenses which is excluded from the
UC-3D True-up Adjustment calculations. Interest earnings amount to PhP35.42
Million and PhP716.60 Million, for 2017 and the period 2011 to 2017, respectively.

. PROCEEDS FROM OPERATIONS (PO)

Consistent with the Guidelines and the ERC decision, the PO shall be used to reduce
the actual atlowable GDS. The actual PO includes the following:

i) Collections from NPC Basic Generation Charges and rate adjustment such as
the Automatic Recovery of Monthly Fuel and Purchased Power Costs and
Foreign Exchange-Related Costs; and

if)  Net Cash Flow from Operating and Investing Activities of NPC (excluding
SPUG and PSALM).

As shown below, the Revenues were generated from the provision by the remaining
generating assets and ineligible IPPs of energy and ancillary services to customers
and the spot market and the generation payments billed to IPP Administrators
covering ineligible IPP contracts that were privatized.

Generation payments from IPP Administrators covering ineligible IPP contracts that
were privatized are considered in the PO “as billed” by PSALM. In view of the
Commencement/Stay Order issued in favor of VSCNRGC for its Corporate
Rehabilitation, generation payments billed to VSCNRGC for the Luzon Hydro IPPA
covering 2017 billing period have remained unpaid. SPPC likewise has unpaid
generation payment in relation to the ilijan IPPA. The IPPA Agreement (IPPAA) with
SPPC was terminated by PSALM on 04 September 2015 due to underpayments on its
Generation Payments by virtue of its unilateral computation. SPPC filed a civil case
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against PSALM before the Mandaluyong RTC and was granted a writ of preliminary
injunction. SPPC continues to administer the contracted capacities in accordance
with its unilateral computation of Generation Payments,

For the Mt. Apo 1 and 2 IPPA, both the Monthly Payments and generation payments
billed to FDC Misamis Power Corporation were included in the PO even if it has
outstanding accounts with PSALM. PSALM assumed administration of the contracted
capacities of Mt. Apo 1 and 2 starting 22 December 2017. The IPPA of Mt. Apo 1 and
2 was terminated on 28 December 2017,

On the other hand, costs include fuel, purchased power costs (PPC), energy
purchased from the Philippine Electricity Market Corporation (PEMC), pumping costs
and other plant operating expenses (Other OPEX). Other OPEX includes NPC’s
Operation and Maintenance Agreement (OMA) costs, station use, share in national
wealth, Energy Regulation (ER) 1-94, real property taxes, insurance and technical
and administrative expenses.

Below are the details of the actual PO of the remaining generating assets and

ineligible IPP contracts for CY 2017 that were considered in the SD true-up
calculations:

“Subtotal

PROCEEDS FROM OPERATIONS

Amount (in PhP)

REVENUES

UTILITY REVENUE
Transition Supply Contract

Transition Supply Contract 13,070,209,422.52
Penalties 21,951,234.14 13,092,160,656.66
Ancillary 2,559,752,011.83
Wholesale Electricity Spot Market
Wholesale Electricity Spot Market 7,628,188,702.16
Net Settlement Surplus 34,054,113.98 7.662,242,816.14 23,314,155,484.63
GENERATION PAYMENT BILLINGS
lijan 22,473,537,953.44
San Roque 899,357,056.00
Luzon Hydro {Bakun) 192,210,608.00
ME. Apo Tapd 2 3,921,778,528.24  27,486,884,145.68
NET, OTHER INCOME (EXPENSE) 306,138,604.33
TOTAL REVENUES 51,107,178,234.64
OPERATING COSTS
FUEL
Bunker/Diesel 1,491,290,473.90
Matural Gas 20,521,126,266.81
Ilijan Diesel 938,414,482.74 22,950,831,223.45

PURCHASED POWER COSTS
PPC of Owned and Remaining IPPS

Variable Other Power Supply 3,252,700,467.06
Variable Operating, Maintenance &

Service Contract (OMSC) 20,082,331.40
Fixed Other Power Supply 5,969,351,619.07
Fixed OMSC 245,223,071.03 9,487,357,488.56

Fixed Cests of Plants Under IPPA
Luzon Hydro (Bakun) 305,243,165.58
San Rogue 553,668,178.52
Ilijan 1,319,549,015.20 2,178,460,359.30
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PROCEEDS FROM OPERATIONS Subtotal =

Variable Costs of Plants Under [PPAA
Luzen Hydro {Bakun) -
San Roque 114,827,249.64

Amount (in PhP)

[lijan 190,878,548.02
Mt. Apo1and 2 2,637,907,016.97 2.943,612,514.63 14,609,430,662.49
ENERGY PURCHASED FROM PEMC (TOQ MEET T5C) 39,556,021.12
PUMPING COSTS 3,205,769,144.62
OTHER OPEX
Station Use 64,311,278.89
Other Opex of Gencos and IPPs 1,404,851,622.29
Other Opex of Plants Under IPPA
Luzon Hydre (Bakun} 4,525,445.63
San Roque 307,548,466.26
Itijan 192,507,031.87
ML Apo 1and 2 7,489,724.70 512,070,668.46 1,981,233,56%9.63

TOTAL OPERATING COSTS _ 2,72,21 .31 )
NET PROCEEDS FROM OPERATIONS ' ' . 8,320,357,613.33]

7. NPC’S STRANDED DEBTS FOR CY 2017

Pursuant to the Guidelines, the NPC SD shall be equivatent to the Allowable GDS net
of the calculated PP and PO. The calculated SD for CY 2017 is PhP11.80 Billion, as
shown below:

PARTICULARS - AMOUNT (PhP)

GDS 35,729,686,840,23
Less: PP 15,604,694,196.68
Less: PO 8,320,357,613.33

11,804,635,030.22 .. . ;

It should be noted that the calculated SD for CY 2017 in the amount of PhP11.80
Billion will increase to PhP13.30 Billion if we consider the unpaid generation
payments amounting to PhP1.50 Billion due from SPPC, VSNRGC and FDC Misamis
Power Corporation.

8. COST VARIANCE (CV)
As mentioned in item 2, CV refers to the difference between:

i} Estimated costs covering GDS, PP and PO considered in establishing the
approved level of stranded debts; and
ii} Actual costs covering GDS, PP and PO.

In arriving at the CV, these two (2) items need to be established. Since the ERC set
the recoverable SD to zero, it follows that the value of estimated cost is also zero.
As such, actual costs (GDS less PP and PO) for CY 2017 will necessari ly be equivalent
to the CV for the same period, amounting to PhP11.80 Biltion as shown below:

SD Approved Cost Variance

Particulars

for Recovery _{In PhP)

Gross Debt Service 35,729,686,840.23 0 35,729,686,840.23
iess:  Privatization Proceeds 15,604,694,196.68 0 15,604,694,196.68
11 CERTIFIED TRUE COPY
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| Amount SD Approved Cost Variance

Particulars (In PhP) for Recovery (in PhP)

Proceeds from NPC

SD | 11,804,635,030.22 | 0 | 11,804,635,030.22" -

9. QUANTITY VARIANCE (QV)

Quantity Variance, as stated earlier, refers to the difference between the billing
determinant used pursuant to the ERC Decision and the actual kwh sales to end-
Users.

To determine the QV in absolute amount, QV is multiplied by the PhP/kWh SD
approved by the ERC. Since the ERC set the recoverable SD in PhP/kWh to zero, QV
in absolute amount will also be zero regardless of the QV in kWh sales that will be
computed.

10. CY 2017 UC-SD TRUE-UP ADJUSTMENT

In accordance with the Guidelines, the true-up adjustment/under-recovery for CY
2017 amounts to PhP11.80 Billion, representing the sum of Cost Variance and
Quantity Variance, as shown below:

“Amount (in PhP).
11,804,635,030.22

0.00
11,804,635,030.22

Particulars

Cost Variance
Add: Quantity Variance
True-up Adjustment/ Under-Recovery

Prepared by: Checked by:
VEEJAY/C. ;}Z{LSTOL ROCHELLE/V. MORENO
Inance Specialist Division Manager

FVTD-UCAD FVTD-UCA
Reviewed by: Approved by:

¢
LUISA A. ESTEBAN LOURDES S. AIOZONA
Department Manager Vice President
UCAD Finance Group
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Republic of the Philippines
DEPARTMENT OF ENERGY
5 Aprit 2018
MS.LOURDES S. ALZONA _ :

Vice President, Finance Group

Power Sector Assets & Liabilities Management Corporation
3™ Floor TransCo Building, Power Center,

Quezon Avenue cor BIR Road, Diliman 1101

MANAGUUMENT CORMIRATION
QFFICT OF THE Pidisof, 7 AND Gl
sr L S SRR S e

L5 5 APR 12 2008

Quezon City &’“ N 1 7L
Tel. No.: (02) 902-9000 ~ .- #@Wﬁmfﬁifg ~,
Telefax No.: (02) 739-5279 d J,MP)

Subject: 2017 Actual Electricity Consumption and Updated Electricity Sales
Forecast Covering 2018 Onwards

DearVice President Alzona:

We refer to your letter dated 12 February 2018, requesting the 2017 actual electricity
sales by sector and by grid, and updated electricity sales forecast as reference for
Power Sector Assets & Liabilities Management Corporation’s computation of the
equivalent peso per kilowatt-hour for National Power Corporation’s siranded confract
costs and stranded debts, which will further be used by the Energy Regulatory
Commission in the determination of universal charges (UC) and UC rates.

[n this regard, we are providing you the following requested data:

» 2018-2030 Electricity Sales Forecast by Grid; and
2017 Monthly Electricity Sales and Consumption by Sector, by Grid.

Should you have any clarification on the information above, you may communicate
direcily with Ms. Thelma B. Ejercito, Officer-in-Charge of the Power Planning and
Development Division of the Eleciric Power Industry Management Bureau at 840-2173
or send email at tejercito@yahoo.com.

o

We hope that the above information meets your requirement.

Very truly yours,

Director [V 7
Officer-in-Charge
Electric Power Industry Management Bureau

Cc: Undersecretary Felix William B. Fuentebella
Assistant Secretary Redentor E. Delola

Ms. kuningning G. Baltazar
AL)(GEI(TE'\E{ L

Energy Center, Rizal Drive, Bonifacio Global City, Taguig City, Metro Manila, Philippines
Tals.: {Trunks) 479-2900; Website: www.doe.gov.ph
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Annex B

2017 MONTHLY ELECTRICITY SALES and POWER CONSUMPTION DATA
Philippines, in MWh

2017 MONTHLY ELECTRICITY SALES and POWER CONSUMPTION by SECTOR

2017 MONTHLY ELECTRICITY SALES and POWER CONSUMPTION by SECTOR

2017 MONTHLY ELECTRICITY SALES and POWER CONSUMPTION by SECTOR




2017 MONTHLY ELECTRICITY SALES and POWER CONSUMPTION by SECTOR

Notes:

Own Use includes Distribution Utilities company used and Power Plants Station Used,

System Losses includes Distribution Utilities fosses and Transmission losses (substation used, transformation and other unaccotmted losses).
Qthers includes public buildings, street lights, irrigation, energy recovered and others not elsewhere classified.

Released 21 March 20718

Source: 2017 Power Statistics, Department of Energy

Nov  Dec

Total
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Power Secter Assets and Llahilities Management Corporation

Universal Charge Strandnd Debt True-Up Adjustment
. Qutstanding Gross Debt Service

As of 31 December 2017
50 INVENTORY OF FINANCIAL OBLIGATIONS {FOR GROS5S DEBT SERVICE)
FARTICULARS Percentage PRINCIPAL INTEREST GURANTEE FEE OTHERS
% in FhP in PhP in PhP in PhP
1} NPC's putstanding financial abligatioas as of the effoctivity of EPIRA
A. FOREIGN LOANS - REGULAR
SALOMOMN SMITH BARNEY 53000 YR 100.0000% 14,800, 278,054.95 19,393,288,272.00 1,647,455,000,00 20,093,508.27 35,862,118,835.22
INT'L. DEV. ASSOCIATION 296- BATAAN THERMAL 100.0000% 567,503,402.92 1,406,320.82 1,875,0%4.45 - 70,784,818.17
B, BOT Lease Oblig: 67,038,861,539.73
TOTAL NPC's outstand ng financizl obligations as of
868, i , 5 . v L5308, 2,972,755,193.12
the effectivity of EPIRA 14,868,781,457.87 18,394,694 ,552,82 1,649,334,084.43 20,053,508.27 102,972,755,
i) New Loans contracted by NPC after the effactivity of EPIRA
OVERSEAS PRIVATE INVESTMENT CORP 62.1736% 785,022,061.34 39,807,191.31 7.390,220.61 3,561,459,52 789,280,972.79
TOTAL New Loans contracted by NPC after the
effectivity of EPIRA 739,022,061.34 35,507,1%1.31 7,390,220.61 3561,492.52 789,880,972.72
iil} Mew Loans contracted by PSALM in hehalf of NPC
PSALM [WOWMURA [INT'L TRANCHE A) 13,0310% 1,430,326,408.26 137,468,856.59 42,958,017.78 41,506,381.35 1,652,260,664.28
FEALM [NOMURA INT'LTRANCHE B) 13.0810% 2,138,289,684.72 379,977,574.75 107,035,926,55 17,023,295.90 2,642,336,445.92
HSBC/DEUTSCHE/MORGAN $18 79.6679% AB,024,426,495.19 4,145,772,130.55 762,440,851.59 11,852,236.50 42,944,491,712.84
DBE/MS/UBS NEW CASH OFFER 90.5020% 25,208,462,031.87 13,04,337,409.08 1,764,592,342.23 28,720,185.57 40,037,111,972.76
DBR/MESUBS BOMD EXCHANGE-2019 79.4443% 5233,214,085.25 S(,515,374.42 16,646,505.64 - 940,375,069.31
DBP/ME/UBS BOND EXCHANGE-2024 74.3228% 20,849,009,099,59 11,115,387,702.97 1,503,868,430.71 15,473,690.01 33,585,244,923.28
LAMD BANK SYNDICATED LOAN 74.53B4% 47,446,425,873.47 3,373,934,088.50 1,186,278,636.00 - 52,006,642,603.97
RGP Relent - USOS00N OMSHORE DOLLAR BOND B4.9145% 7,889,290,561.86 1,310.814,412.11 - - 9,200,204,5973.96
ROP Relending Facllly TB.ES20% 19,110,606,798.44 3,291,792,012.59 - - 22,402,388,511.03
LAND BANK SHORT TERM LOAN [PHP TEN] 57.1536% 4,700,752,000.00 £4,635,240,00 19,586,466.67 - 4,784,973,806.67
LAND BANK SHORT TERM LOAN [PHP S&N) B7.7736% 7,021,8E8,000.00 123,307, 864,22 36,572,333.33 - 7,181,768,157.56
TOTAL New Loans contracted by PSALM in behalf of KPC 174,752,694,997.55 37,072,242,767.08 £,439,980,520.51 113,591,797.33 217,378,510,682.57
GRAND TOTAL | | 190,360,498,514. 86 56,508,844,55L.21 7,098,704,235.55 137,24€,805.12 | 321,141,156,248.47
Saurce: y of Finenclal Obiig {Frincipaf), PSALM Controllership Department
Inventory of Finoncial Obli {Interest, Fee and Other Charges], PSALM Treasury Department
Lease Obligation Report, PSALM Controlferchip Department
Debit Alfocotion Repart, PSALM Treasury Department
Prepared by: Checked by: Reviewed by: Appravad by
L _ o/ él/
Yagj Foztol Rochelle V. Marena Luisa A. Esteban ourdes 5. Alzon;
ihance Specialist Evisian Manager Department Manager Vice President
MTE-UCAD FVTD-UgAD UcaD Finance Group




Power Sector Assets and Liabilities Management Carporation
Inventory of Financial Obligations
as of 31 December 2017

CREDITOR CURR PRINCIPAL
ORIGINAL CURRENCY PHP EQUIVALENT
i} NPC's autstanding financial ohligations as of the effectivity of EPIRA
LID |A. FOREIGN LOANS - REGULAR
834 | SALCMON SMITH BARNEY 5300M YB uso 296,482,143.60 14,801,278,054.95
517 | INT'L. DEV. ASSOCIATION 296- BATAAN THERMAL ush 1,352,150.37 67,503,402.92
TOTAL NPC's putstanding financial obligations as of the effectivity of EPIRA 14,868,781,457.87
ii) New Loans contracted by NPC after the effectivity of EPIRA
870 | OVERSEAS PRIVATE INVESTMENT CCRP ush 23,809,523.00 1,188,642,866.65
TOTAL New Loans contracted by NPC after the effectivity of EPIRA 1,188,642,866.65
iii) New Loans contracted by PSALM in behalf of NPC
863 | PSALM [NOMURA INT'L TRANCHE A] IBY 24,721,639,671.50 10,934,381,226.70
864 | PSALM [NOMURA INT'L TRANCHE B] JPY 36,958,015,707.03 16,346,530,347.22
905 | HSBC/DEUTSCHE/MORGAN $1B usb 956,045,645.23 47,728,666,746.82
906 | DBP/MS/UBS NEW CASH OFFER UsD 557,840,000.00 27,854,038,620.00
907 | DBP/MS/UBS BOND EXCHANGE-2019 Usb 21,008,410.12 1,048,802,858.42
908 | DBP/MS/UBS BOND EXCHANGE-2024 UsD 564,599,835.66 28,186,517,595.66
912 | LAND BAMK SYNDICATED LOAN PhP 63,653,673,648.04 63,653,673,648.04
914 | USD500M ONSHORE DOLLAR BOND Usb 243,442,029.39 12,153,356,433.24
913 | NG Relanding Facility PhP 24,223,757,539.98 24,223,757,539.98
915 | LAND BANK SHORT TERM LOAN (PHP 7BN) Php 7,000,000,000.00 7,000,000,000.00
916 | LAND BANK SHORT TERM LOAN (PHP 8BN) PhP 8,000,000,000.00 8,000,000,000.00
TOTAL New Loans contracted by PSALM in behalf of NPC 247,129,725,016.08
iv) Loans contracted by TransCo prior ta its privatization
TOTAL Loans contracted by TransCo prior to its privatization - PhP Equiv. -
iv) Others
QAPA - DOE PhP 118,381,564.87 118,381,564.87
TOTAL Others 118,381,564.87 118,381,564.87
TOTAL DEBRT - | 263,305,530,905.47
Exchange Rates as of 31 December 2017
Usp 49.9230
IPY 0.4423
Prepared by: Reviewed by: Approved by:

%{E. A

Finance Jpegialist

Page 1 of 1

Manager, FMAD




POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
TERMSHEET
as of December 31, 2017

POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION

Inventory of Financial Obligations
as of 31 December 2017

OTHER BORROWING
CREDITOR LOAN NO. PROJECT LOAN DATE| CURR | LOAN AMOUNT INTEREST GUARANTEE FEE COST
{PHP EQUIVALENT) (PHP EQUIVALENT) (PHP EQUIVALENT)
it MPC's Outstanding Financial Obligations as of the Bffectivity of EPIRA
DA 02960-PH]1  BATAAN THERMAL 2 04/03472 UsD 1001592921 1,406,320,82 1,875,094.43 -
SALOMON BROTHERS/MORGAN STANLEY 05/05/98  USD 300,000,000.00 19,393,288,272.00 1,647 ,459,000.00 20,093,508.27
Subtotat 19,394,694,592.82 1,64%,334,094.43 20,093,508,27
i1} Leans Contracted By NPC After the Effectivity of EPIRA
OVERSEAS PRIVATE INVESTMENT CORPORATION YARIOUS 09/26/03 UsD 250,000,000.00 64,186,714.80 11,886,428.67 5,728,314.79
Subtotal 64,186,714.80 11,886,428.67 5,728,314.79
iif} Loans Contracted By FSALM
NOMURA INT'L PLC TRANCHE A 12410702 IPY 24,750,000,000.00 1,050,904,800.00 328,407,750.00 317,362,815.92
NOMURA [INT'L PLC TRANCHE B 12110702 IPY 37,000,000,000.00 2.5904,805,250.00 $18,255,000.00 130,214,050.16
DEUTSCHEMHMSBC/AVMORGAN STANLEY $1B GENERAL FUNDING 05419509 usD 1,000,000,000.00 5,203,317,510.63 057,023,910.00 14,877,054.00
DEPMS/UBRS BOMD EXCHANGE TAF 2019 GENERAL FUNDING 12/02/09 Ush 20,986,000.00 113,935,643.48 20,953,681.56 -
DEP/MS/UBS BOND EXCHMANGE 2024 GENERAL FUNDING 12/02/09 UsD 579,014,000.00 14,953,133,766.45 2,023428,114.54 26,209,575.00
DBPMMSUBS USDGOOM NEW CASH OFFER GENERAL FUNDING 12402109 ush 600,000,000.00 14,408,894,178.13 1,949,782,703.40 26,209,575.00
LBP SYNDICATED TERM LOAN FACILITY GENERAL FUNDING 04/28/11 FhP 75,000,000,000.00 4,526,437,500.00 1,591,500,000.00 -
ROP RELENDING FACILITY GENERAL FUNDING 11/08/12 FhP 35,000,000,600.00 4,172,529,550.00 - -
ROP RELENT USD$300M ONSHORE DOLLAR BONDS GENERAL FUNDING 12/18/12 USD 500,000,000.00 2,019.447,753.75 - -
LGP SHORT TERM LOAN LINE (STLL) GENERAL FUNDING 10413116 FuP 7,000,000,000.00 96,250,000.00 29,166,666.67 -
LBP SHORT TERM LOAN LIME (STLL) GENERAL FUNDING 10413418 FuP §,000,000,000.00 140,484,000.00 41,666,666.67 -
Subtotal 49,590,639,952.43 7,760,184,492.83 514,813,070.08
GRAND TOTAL 69,049,521,260.05 9,421,405,015.93 540,634,893.14
Exchange Rates as of Dacember 29, 2017
ush PHP 49.92300
JPY PHP 0.442300
Prepared by: Reviewed by: Approved Lyy:
ﬁk&&\ Feor. Y .
Jofred¥ ). Paura Dante Zeus L. Veranos Estyella E. Sebdstia

Offlcer-in-Charge
Treasury Department

Sr. Fjnajice Analyst
Loads Administrakion Division

Officer-in-Charge
Loans Administration Division



Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City, Philippines

INDEPENDENT AUDITOR’S REPORT

ATTY. IRENE JOY BESIDO-GARCIA

President & Chief Executive Officer

Power Sector Assets and Liabilities Management Corporation
Diliman, Quezon City

?
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§ 3

JUL 20 2018

P I
T

s e e e
BRI e T TR ks

Unqualified Opinion R C(,J‘( .M

We have audited the accompanying Variance Analysis Report (VAR) of Power Sector Assets
and Liabilities Management Corporation (PSALM) on the Update on the Implementation of the
CYs 2011-2012 True-up Adjustment of the National Power Corporation’s (NPC) Stranded Debt
(SD) Portion of the Universal Charge (UC) covering the remiitance period September 1 to
December 31, 2017 and the related Notes to the VAR,

In our opinion, the accompanying VAR of the PSALM Corporation for the Update on the
Implementation of the CYs 2011-2012 True-up Adjustment of the NPC UC-SD covering the
remittance period September 1 to December 31, 2017 present fairly, in all material respects, the
variance or under-recovery as of December 31, 2017 in accordance with Energy Regulatory
Commission (ERC) Resolution No. 02, Series of 2011, re: “Amended Rules for the Recovery of
NPC Stranded Contract Costs and Stranded Debts Portion of the Universal Charge” and ERC
Decision dated June 27, 2017 on ERC Case No. 2013-195 RC.

Basis for Unqualified Opinion

We conducted our audit in accordance with the International Standards of Supreme Aundit
Institutions (ISSAIs). Qur responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Andit of the Variance Analysis Report section. We are
independent of the PSALM Corporation in accordance with the ethical requirements that are
relevant to our audit of the VAR, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Managemeni’s Responsibility for the Variance Analysis Report

Management is responsible for the preparation, calculation and fair presentation of the VAR, in
accordance with the ERC Resolution No. 02, Series of 2011, Re: “Amended Rules for the
Recovery of the NPC Stranded Contract Cost and Stranded Debts Portion of the Universal
Charge”, ERC Decision dated June 27, 2017 under Case No. 2013-195 RC, and for such internal
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control as Management determines is necessary to enable the preparation of the VAR that is free
from material misstatement whether due to fraud or error.

Auditor’s Responsibility for the Audit of Variance Analysis Report (VAR)

QOur objective is to obtain reasonable assurance about whether CYs 2011-2012 VAR on the
Update on the Implementation of NPC UC-SD as a whole is free from material misstatement,
whether due to fraud or error, and to issue our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISSAIs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the CYs 2011-2012 VAR on the
Update on the Implementation of the NPC UC-S8D.

As part of an audit in accordance with ISSAIs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the VAR, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the PSALM Corporation’s internal control.

e FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

¢ Conclude on the appropriateness of management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the PSALM
Corporation’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Qur conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the PSALM
Corporation to cease to continue as a going concern.

e FEvaluate the overall presentation, structure and content of the VAR, including the

disclosures, and whether the VAR represent the underlying transactions and events in a
manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

a7 NN
E N MARANAN-YULDE

Supervising Audito
July 17, 2018
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POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
CYs 2011 - 2012 UNIVERSAL CHARGE - STRANDED DEBT

VARIANCE ANALYSIS REPORT

For the Remittance Period 01 September 2017 to 31 December 2017

PARTICULARS

8illing Determinant and Approved Level of CYs 2011-

 QUANTITY
. VARIANCE

(GWh)

AMOUNT

{PhP) p

Rate
hP/kWh

2012 UC-SD True-up Adjustment. pursuant to the ERC 914,561.00 | 24,198,852,235.17 0.0265
Decision

Less: Energy Sales Billed/Remitted covering 1

September 2017 to 31 December 2017 Remittance 19,879.58 526,004,320.71 {1.0265

Period (Ph$526,004,320.71/PhP0 .0265/kWh)
Quantity Vartance/ Under Recovery

894,681.42 23,672,847,914.46 0.0265
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POWER SECTOR ASSETS AND LIABILITIES MANAGEMENT CORPORATION
NOTES TO YARIANCE ANALYSIS REPORT
{In Philippine Peso)

GENERAL INFORMATION

On 7 February 2011, the Energy Regulatory Commission (ERC) issued Resolution No. 2,
series of 2011 entitled “A Resolution Adopting the Amended Rules for the Recovery of
NP{ Stranded Contract Costs and Stranded Debts Portion of the Universal Charge
(“Guidelines”). The Guidelines defined, among others, the general framework that the
ERC shall use in deciding petitions by PSALM with respect to the recovery of the
Stranded Contract Costs (SCC) and Stranded Debts (5D} of the National Power
Corporation (NPC) through the Universal Charge (UC).

BASIS CF PREPARATION

Statement of Compliance

The update on the implementation of the CYs 2011-2012 UC-SD True-up Adjustment to
be submitted by PSALM to the ERC has been prepared in accordance with the
Guidelines, pursuant to the ERC directive on its Decision dated 27 June 2017, which
provides that PSAIM shall, on a yearly basis, include in its Variance Analysis Report
(VAR) the status of collection of the approved UC-SD True-up amount for CYs 2011 and
2012,

Functional and Presentation Currency

The VAR is presented in Philippine Peso, which is the Corporation’s functional
currency,

1. ERC-APPROVED CYs 2011-2012 UC-SD & BILLING DETERMINANT

Under the ERC Decision dated 28 January 2013 covering PSALM’s Petition for the
recovery of SD as of 31 December 2010, the ERC set the recoverable SD to zero (0) since
the allowable SD for CY 2011 can be fully covered and paid from the proceeds of NPC's
operation. This is without prejudice to the filing of annual true-up adjustments for the
recovery of succeeding SD.

On 27 June 2017, the ERC issued a Decision on ERC Case No. 2013-195 RC: “In the Matter
of the Petition for True-Up Adijustments for the National Power Corporation’s Stranded
Debts Portion of the Universal Charge for Luzon, Visayas and Mindanao Grids for
Calendar Years 2011 and 2012, with Prayer for Provisional Authority {PA)” authorizing
PSALM to recover UC-SD for CYs 2011-2012 amounting to PhP24.20 Billion at the rate of
PhPQ.0265/kWh for the Luzon, Visayas and Mindanao Grids until the approved amountV
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has been fully recovered. The ERC directed all distribution utilities (DUs) and the
National Grid Corporation of the Philippines (NGCP) to collect from the consumers the
approved UC-5D starting August 2017 billing period. Pursuant to Section 34 of Republic
Act No. 9136, such collections by the DUs and the National Transmission Corporation or
TRANSCO (nhow NGCP} shall be remitted to PSALM Corporation on or before the 15" of
the succeeding month.

UC-5B Rate and Billing Determinant
The UC-5D rate of PhP0.0265/kWh was derived by the ERC by dividing the ERC-approved

SD amount of PhP24,198,852,235.17 by the Department of Energy’s (DOE) projected
Philippine energy sales of 914,561 GWh covering January 2017 to June 2026.

2. UC-SD REMITTANCES COVERING 01 SEPTEMBER TO 31 DECEMBER 2017

From 01 September 2017 to 31 December 2017, total UC remittances made by the
collecting entities to PSALM pertaining to the PhP0.0265/kwWh CYs 2011-2012 UC-SD
approved by the ERC amounted to PhP526,004,320.71, as follows;

Period Amount (PhP)

September 1-15, 2017 41,270,807.86
September 16-30, 2017 393,798.86
October 1-18, 2017 146,060,288.31
October 19-31, 2017 3,658,748.87
November 1-16, 2017 166,502, 488.43
November 16-30, 2017 2,280,220.41
December 1-15, 2017 161,507,032.14
December 14-30, 2017 4,330,935.83

526,004,320.71

Energy Sales Billed/Remitted

The equivalent energy sales billed/remitted corresponding to the actual UC-SD
remittance for the period 01 September 2017 to 31 December 2017 is 19,879.58 GWh,
derived by dividing the remittance amounting to PhP526,004,320.71 by the ERC-
approved UC-SD rate of PhP0.0265/kWh (PhP24,198,852,235.17/914,561GWh). J
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3. UNDER-RECOVERY AS OF 31 DECEMBER 2017

The under recovery, pursuant to the Guidelines, is calculated by multiplying the
quantity variance {QV) of 894,681.42 GWh by the PhP0.0265/kWh SD rate approved by
the ERC. The resulting under recovery for the CYs 2011-2012 UC-SD for the period 01
September 2017 to 31 December 2017 is PhP23,672,847,914.46, details of which are

shown below:

PARTICULARS

| QUANTITY | AMOUNT . Rate
VARIANCE (PhP) | PhP/kWh

(GWh

Billing Determinant and Approved Level of CYs
2011-2012 SD pursuant to the ERC Decision

914,561.00 | 24,198,852,235.17 | 0.0265

Less: Energy Sales Billed/Remitted covering 01
September 2017 to 31 December 2017 Remittance
Period (PhP526,004,320«1 / PhPO ,0265/kWh)

Quantity Variance/ Under or (Over) Recovery

Prepared by:

vE

.. APOSTOL
*nance Specialist
FVTD-UCAD

"One (1) gigawatt-hour #s equivalent to one {1) million kilowatt-hours

19,879.58 526,004,320.71 0.0265

894,681.42 23,672,847,914.46 (.0265

Approved by:

LUISA A, ESTEBAN
Department Manager
UCAD
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Hepublic of the Phillppines

OFFICE OF THE CITY SECRETARY
Cueron Gty

CERTIFICATE OF ACKNOWLEDGEMENT
AND POSTING

This is to certify that the PETITION dated 24 July 2018 of the Energy
Regulatory Commission relative to unnumbered ERC Case, entitled:

"“PETITION FOR TRUE-UP ADJUSTMENT OF THE
NATIONAL POWER CORPORATION'S STRANDED DEBTS
PORTION OF THE UNIVERSAL CHARGE FOR THE
LUZON, VISAYAS AND MINDANAQO GRIDS FOR
CALENDAR YEAR 2017, WITH PRAYER FOR THE
ISSUANCE OF PROVISIONAL AUTHORITY (PA),

POWER  SECTOR  ASSETS AND  LIABILITIES
MANAGEMENT CORPORATION(PSALM),
Petitioner”
was received by this office on 27 July 2018 and same was posted at the Bulletin Board

of the Quezon City Council on the same date and will remain thereat for a period of 15
deiys.

This certification is issued upon the request of Mr. Geoffry D. Masancay for
whatever legal purpose it may serve.

Cuezon City, 30 July 2018.

PSALM CORP.
OFFICE OF THE GENERAL COWSE.

RECEIVED — T
. foee ’
BY. sl ATTY. JOHN THO ROS 11
DATE: Ju;ha 02018 i Secretary Lo the Sangguniddg Panlungsod
a |
CONTROMNR b

Ground Floor, Quezon City Hall
Telefax 8225963; 3884242 local 8313/ 8314/ 8315



REPUBLIC OF THE PHILIPPINES )
QUEZON CITY } S.8.

AFFIDAVIT OF PUBLICATION

I, ARLYN F. SERVANEZ, of legal age, single, Filipino and with office address at
c¢/o PhilSTAR Daily, Inc., 202 Railroad Street corner Roberto S. Oca Street, Port Area,
Manila, after being duly sworn to in accordance with Jaw, depose and state:

That I am the CLASSIFINDER MANAGER of the PhilSTAR Daily, Inc. a
domestic corporation duly organized and existing under by virtue of Philippine laws with
office and business address at 202 Railroad Street corner Roberto S. Oca Street, Port
Area, Manila.

That the said corporation publishes THE PHILIPPINE STAR, a daily broadsheet
newspaper published in English and of general circulation.

That the order of Power Sector Assets and

Liabilities Management Corporation {(PSALM)

captioned as follows: _ Fetition

Please see attached printed text which had
been published in The Philippine STAR in its
issues of: _July 28, 201

FURTHER AFFIANT SAYETH NAUGHT.

Manila, Philippines ~
éA:RL% ffﬂ SERVANEZ

Affiant
July

th

SUBSCRIBED AND SWORN to before me this _ >0 day of 2018 affiant
exhibited to me her Driver's License No. NO1-01-259491 issued by LTO on September
22, 2015 which expiry date is September 24, 2018.

Doc. No. _ 25 G M
Page No, ___ 5 SRt
Book No. __ MV L o

Series of 2018 PRE
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Republic of the Philippines
ENERGY REGULATORY COMMISSION
Pacific Center Building, San Miguel Avenue
Ortigas Center, Pasig City

IN THE MATTER OF THE TRUE-UP
ADJUSTMENT OF THE NATIONAL
POWER CORPORATION’S
STRANDED DEBTS PORTION OF
THE UNIVERSAL CHARGE FOR
THE LUZON, VISAYAS AND
MINDANAO GRIDS FOR
CALENDAR YEAR 2017, WITH
PRAYER FOR THE ISSUANCE OF
PROVISIONAL AUTHORITY (PA),

ERC CASE NO. 2018-____

POWER SECTOR ASSETS AND

LIABILITIES MANAGEMENT
CORPORATION (PSALM)
Petitioner.
s N A o
JUDICIAL AFFIDAVIT of

LUISA A. ESTEBAN

[A]  Witness-deponent is Luisa A. Esteban, of legal age and
currently the Manager of the Universal Charge Administration
Department (hereinafter, "UCAD") of the Power Sector Assets and
Liabilities Management (PSALM) Corporation, with office address at
the 3/F National Transmission Corporation Building, Power Center,
Quezon Avenue corner BIR Road, Diliman, Quezon City.

[B] Examining counsel is ATTY. LALAINE MAE O,
PARLADE, Corporate Attorney of the Office of the General Counsel,
PSALM, with office address at the 3/F National Transmission
Corporation Building, Power Center, Quezon Avenue corner BIR
Road, Diliman, Quezon City. Ms. Esteban’s affidavit was taken at
PSALM's Office, Lt




[C] Witness was made fully aware that she was examined
under path and she was fully informed that she may face criminal
prosecution for false testimony or perjury.

[D]  The testimony of Ms. Esteban is offered to prove that there
is a necessity for the issuance of a Provisional Authority in connection
with PSALM’'s True-up Adjustment of the National Power
Corporation’s Stranded Debls (SDY) Portion of the Universal Charge
(UC) for Calendar Year 2017,

[E] The questions asked of the witness and her corresponding
answers are as tollows:

Q.1 What is vour current position in PSALM?
Al lam currently the Manager of PSALM's UCAD.

2.2 As Manager of PSALM’s UCAD, what are some of your duties
and responsibilities?

A2  As Manager of UCAD, my duties and responsibilities include
among  others, planning, direcimg, coordinating and
overseeing the activities relating to the calculation of various
tariffs, including the UC-5D True-up Adjustment.

Q.3 In PSALM's present Petition, why is there a prayer for the
issuance of a provisional authority?

A3 The prayer for the issuance of provisional authority to collect
the calculated UC-SD for CY 2017 is intended to allow PSALM
to immediately raise and generate additional funds to service
portion of the USD 958.5 Million bullet maturing obligation
which is due inearly 2019. This will enable Petitioner to reduce
its financing requirements to service its maturing debt
obligations, thus, decreasing additional borrowing costs, and
eftectively reducing the 5D and the UC burden of electricity
end-users.

Further, considering that UC-SD is recoverable over the life
span of PSALM  which expires in June 2026, early




implementation of the CY 2017 UC-5D True-up Adjustment
will allow it to recover the UC-SD over a longer period,
effectively reducing the UC-5D rate for electricity end-users.

Pursuant to Energy Regulatory Commission (ERC) Rules of
Practice and Procedures, the ERC may exercise its discretion by
granting provisional authority or interim relief prior to a final
decision.

It is understood that the interim reliel sought by Petitioner
PSALM that may be granted by the Honorable Commission,
shall be subject to adjustments and other conditions that the
Commission may impose alter hearing and final determination
of the Honorable Commission.

(2.4  Finally, Ms. Witness, do you confirm the contents and affirm
the truthfulness of the statements in your affidavit?

Ad  Yes, Ido.

IN WITNESS WHEREOF, I have hereunto set my hands this
27% day of July 2018 in Quezon City, Philippines,

—

s ctefrrs

LUISA A. ESTEBAN
Affiant

SUBSCRIBED and SWORN TO before me this 27th day of July 2018,
with affiant presenting to me her Government Service Insurance
System LD, No, CRN-006-0050-7343-4 known to me and known to be

the same person who executed the foregoing Judicial Affidavit.
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ATTESTATION

I, ATTY. LALAINE MAE PARLADE, of legal age, employed as
CORPORATE ATTORNEY of the Office of the General Counsel
(OGC), PSALM, with office address at the 3+ Floor TransCo Building,
Power Center, Quezon Avenue cor. BIR Road, Diliman Quezon City,
after having been duly sworn to in accordance with law, heraby attest
that I have faithfully recorded the questions I asked from the wiltness
LUISA A. ESTEBAN and the corresponding answers she gave me and
that neither 1 nor any other person present, coached the witness
regarding her answers.

IN WITNESS WHEREOF, 1 have hereunto set my hand this 27
day of July 2018 in Quezon City, Philippines.

SUBSCRIBED AND SWORN to before me this 27 day of July
2018 at Quezon City, Philippines, affiant having exhibited her IBP
Lifetime Identification Card No. 012817,

NOTARY PUBLIC

Doc. No. 19

Page Koy ol .T{%r-.-Lth}-lﬁFxG JR,
i ROTARY BLRLG
Book No., % ADM NG 1o p 195
Series of 2018, u? ] g -'.":'4:1E
WGP B P17
PTA NG, gsabatts, 1010 M, COT.
MULE e, [ihieya
WTABLOG, SOT. REYES Q0.

CELL $ 20006474724




'|!;'I ' Power StcToR
: i I' ASSETS & LIABILITIES

PANACEMENT CORPORATION

CERTIFICATION

To Whom It May Concern:

This is to certify that the following are lawyers with permanent status assigned to
the Office of the General Counsel of the Power Sector Assets and Liabilities
Management (PSALM} Corporation, a government-owned and controlled
corporation:

1. Geoffry DL. Masancay - Corporate Legal Counsel
2, Maria llyn G. Albito = Corporate Attorney A
3. Lalaine Mae Q. Parlade - Corporate Attorney A
4. Limuel V. Baldoza - Corporate Attorney A
5. Paterno 5. Aquino, Jr. - Corporate Attorney B

This is to further certify that as lawyers they are authorized to sign pleadings for
and in behalf of the PSALM Corporation.

This certification is being issued for whatever legal purpose it may serve.
Done on the 24™ day of July 2018.

Quezon City

-
ROSARID R. ILAGAN
Division Manager
Hufnan Resource Division

3% Floor TransCa Building, Power Center, Quezan Avenue cor, BIR Road, Cilknan, 1101 Quezon City, Priliaplies
Tel Mo, (632) 902 5000/ Telefan (632} 739 5279 www, psalm.gov. ph
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SECRETARY’S CERTIFICATE

|, MARIA BELEN P. MONTES-NERA, of legal age, Filipino, and with office
address at 3" Floor, National Transmission Corporation (TransCo) Building, Power
Center, BIR Road corner Quezon Avenue, biliman, Quezon City 1101, hereby certify
that:

1. | am the duly appointed Corporate Secretary of the Power Sector Assets and
Liabilities Management Corporation (“PSALM”), a corporation duly organized and
existing under and by virtue of Republic Act 9136, with office address at the 31
Floor, National Transmission Corporation (TransCo) Building, Power Center, BIR
Road corner Quezon Avenue, Diliman, Quezon City 1101. As such Corporate
Secretary, | am the custodian of the corporate records of the Corporation,
including but not limited to Resolutions of the Board.

2. At a regular meeting of the Board of Directors held on 19 June 2018, at which
meeting a quorum was present and acting throughout, the following resolution,
among others, was approved and adopted by the Board, thus:

BOARD RESOLUTION 2018-0619-01

REPORT ON THE IMPLEMENTATION OF THE ENERGY REGULATORY COMMISSION
(ERC) - APPROVED CYs 2011-2012 NATIONAL POWER CORPORATION- STRANDED
DEBTS (NPC-SD) PORTION OF THE UNIVERSAL CHARGE (UC) AND PETITION FOR
TRUE-UP ADJUSTMENT OF THE NPC-SD PORTION OF THE UC FOR CY 2017

NOW, THEREFORE, BE [T RESOLVED AS IT IS HEREBY RESOLVED,
that as recommended by the Management and endorsed by the Board
Review Comimittee, the Board of Directors hereby approves and confirms
the following:

. Submission of a Report that out of the PhP24,198,852,235.17
ERC-approved CYs 2011-2012 NPC-SD Portion of the UC, PSALM
has collected PhP526,004,320.71 covering 01 September to 31
December 2017 remittance period leaving an unrecovered UC-SD
amounting to PhP23,672,847,914.46, subject to adjustment
based on the certification that will be issued by COA;

il.  Filing of the Petition for True-Up Adjustment of the NPC-SD
Portion of the UC for CY 2017, duly supported by VAR, in the
amount of PhP11,804,635,030.22, with an equivalent rate of
PhP0.0152/kWh based on a seven and one half (7%) years
recovery period, subject to adjustment based on the
certification that will be issued by COA on the VAR; and



b

iii. Authorize the President and CEQ or her duly authorized
representative to sign, execute and deliver documents relating
to the foregoing, and to perform such other actions necessary to
implement the same, including the following:

a. Commence, initiate, file, and represent PSALM in its Petition
for True-Up Adjustment of the NPC SB Portion of the UC for
CY 2017, and

b. Execute a verification and certification against forum
shopping on PSALM’s behalf.

APPROVED and CONFIRMED.
19 June 2018,

3. The foregoing resolution has not been revoked, amended, nor in any manner
modified and may be relied upon until written notice to the contrary is issued by

PSALM,
MARIA BELéN P. MONTES-NERA

Corporate Secretary

Republic of the Philippines}
Quezon City, Metro Manila }

SUBSCRIBED AND SWORN TO BEFORE ME on 30 July 2018 at Quezon City,
Metro Manila, Affiant exhibiting to me her IBP ID No. 37737, IBP Chapter Quezon
Province.

7. TOMAESE. BAGA, JR,
NOTARY PUBLIT
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