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

IN THE MATTER OF THE
APPLICATION FOR THE
APPROVAL OF THE INTERIM
POWER SUPPLY AGREEMENT
(IPSA) BETWEEN MANILA
ELECTRIC COMPANY
(MERALCO) AND 1590
ENERGY CORPORATION
(1590EC), WITH PRAYER FOR
PROVISIONAL AUTHORITY,

L AL HHAIIDIN

¢ad 0L 8dd 9l

ERC CASE NO. 2016 - )l RC

MANILA ELECTRIC COMPANY
(MERALCO) AND 1590

ENERGY CORPORATION
(1590EC),

Applicants.
X X

JOINT APPLICATION

Applicants MANILA ELECTRIC COMPANY (“MERALCO”)
and 1590 ENERGY CORPORATION (“1590EC”), through their
respective undersigned counsel, respectfully state:

1.  Applicant MERALCO is a private corporation existing
under the laws of the Republic of the Philippines, with principal office
located at Ortigas Avenue, Barangay Ugong, Pasig City. It may be
served with notices and other processes of this Honorable
Commission through its counsel at the address indicated herein.

2. MERALCO has a legislative franchise to operate and
maintain a distribution system in the cities/municipalities of Metro
Manila, Bulacan, Cavite and Rizal and certain cities, municipalities
and barangays in Batangas, Laguna, Quezon and Pampanga,
pursuant to Republic Act No. 9209, and is authorized to charge all its
customers for their electric consumption at the rates approved by this
Honorable Commission.



3.  Applicant 1580EC is a corporation duly organized and
existing under the laws of the Republic of the Philippines, with its
office address at 107 Midland Condominium, Gamboa Street,
Legaspi Village, Makati City, Metro Manila. [t may be served with
notices and other processes of this Honorable Commission through
its counsel at the address indicated herein.

4. 1590EC operates and manages the energy ouiput of the
215 MW bunker oil-fired diesel engine power plant located at Bauang,
La Union (the “Plant”).

d. Based on its power supply-demand outlook for 2018,
MERALCO foresees a significant capacity deficit in its portfolio for the
period of March to October 2016 due to scheduled maintenance
shutdowns of its contracted generating units as well as possible
occurrences of forced plant outage.

6. In view thereof, and in order to mitigate exposure to the
Wholesale Electricity Spot Market (“WESM"), there is a need for
MERALCO to source additional capacity through short-term bilateral
power supply contracts.

7. Under Section 45(b) of Republic Act No. 9136 (“EPIRA"),
it is provided that “Distribution utilities may enter into bilateral power
supply conltracts subject fo review by the ERC xxx”.

8.  Accordingly, after the conduct of a competitive selection
process in accordance with ERC Resolution No. 13, Series of 2015,
and subsequent good faith negotiations, on January 19, 2016,
MERALCO executed an Interim Power Supply Agreement (“IPSA”)
with 1590EC for the capacity indicated below:

TRADING
CAPACITY Nt PERIOD
170 MW 1000H - 2100H, February 26 —
(firm) Mondays to July 25, 2016
Saturdays ’
Up to 170 MW 1000H —2100H July 26, 2016 —
(non-firm) Mondays to February 25, 2017
Saturdays ’

9. The IPSA, a copy of which is attached as ANNEX “A”
and made an integral part hereof, contains the following salient
features:



“Article 1

Term and Effectivity

1.1  Term of Agreement

1.1.1.This Agreement shall become effective upon the

provisional approval (“Provisional Approval’) or
final approval (“‘Final Approval”’) of the Energy
Regulatory Commission ("ERC")
("Commencement Date”), and shall expire on
February 25, 2017, unless terminated earlier in
accordance with Article 9 of this Agreement or
extended by the application of Section 1.1.2
(“Term”).

1.1.2.The Term shall be automatically extended for an

additional period of one (1) year under the same
terms and conditions set forth in this Agreement,
uniess terminated by either Party by sending written
notice to the other Party ninety (90) days prior to the
expiration of the Term. In no case shall the
automatic extension of this Agreement exceed two
(2) years.

1.2 ERC Approval

1.2.1 Within five (5) days after the date of this Agreement,

the Parties shall file a joint application with the ERC
for the approval of this Agreement, including the
Contract Price as detailed in Appendix A (“ERC
Application”).

1.2.2 If the Provisional Approval or Final Approval

requires any portion of any sum that has been paid
by Meralco to Power Supplier to be adjusted, the
Power Supplier shall make the necessary
adjustments in accordance with the direction of the
ERC. In the event of any disallowance in the
Contract Price, the same shall be for the account of
Power Supplier.

1.2.3 If the Final Approval requires an amendment of any

provision herein, including provisions on amounts
payable under this Agreement, or subjects such
approval to any material term or condition that is not
acceptable to either Party, acting reasonably



Article 2

("Conditional Approval’), the Parties shall
cooperate in good faith to resolve the required ERC
amendment(s) or to address the material term or
condition. The Parties shall agree to:

(a) Within fifteen (15) days after receipt by the
Parties of the Conditional Approval, seek a
reconsideration of the Conditional Approval.
During the period that the motion for
reconsideration is pending, Power Supplier
shall make available the Contract Capacity
and Associated Energy following the rate in
the Conditional Approval, subject to the Final
Approval; and/or

(b)  Within thirty (30) days after receipt by the
Parties of the Conditional Approval, revise
and file an amended Agreement for approval
by the ERC;

provided that if the motion for reconsideration is
denied by the ERC, or if the Parties fail to agree on
the amendment of this Agreement within the period
prescribed in Section 1.2.3 (b), or the amended
Agreement is disapproved by the ERC, or approved
by the ERC but still with any material term or
condition that is not acceptable to either Party,
acting reasonably, the Agreement can be
terminated by any Party by giving a thirty (30)-day
prior written notice of such termination to the other
Party.

Sale and Purchase of Contract Capacity and
Associated Energy

2.1  Supply of Power

Subject to the terms and conditions of this Agreement:

2.1.1 Immediately upon the Commencement Date, Power

Supplier shall make available, sell and deliver to
Meralco, and Meralco shall purchase from Power
Supplier the Contract Capacity and Associated
Energy at the Contract Price determined in
accordance with Appendix A.



2.1.2 Power Supplier shall not, without Meralco’s prior
written consent, sell, divert, transfer, dedicate,
reserve or assign all or any portion of the firm
Contract Capacity and Associated Energy to any
person other than Meralco.

2.1.3 Power Supplier shall not be entitled to any
planned/scheduled or forced outage allowances.

XXX
Article 4 Billing and Payment

XXX
4.2 Payments

4.2.1 Provided that Meralco receives the Final Invoice
within the time set forth in Section 4.1.6, each Final
Invoice shall be due and payable not later than the
twenty fifth (25") day of the calendar month
following the month in which the end of the Billing
Period for such Final Invoice relates; provided that
if such day is not a business day, then the Final
Invoice shall be due and payable on the next
succeeding business day (‘Payment Date”);
provided further that Meralco shall not be required
to make payment on any Final Invoice that is
manifestly in error, apparently invalid or not in the
form or substance contemplated by this Agreement.

42.2 If Meralco disputes all or any portion of a Final
Invoice for a reason other than a manifest error in,
or the patent invalidity or incorrect form or
substance of, such Final Invoice, Meralco shall,
nonetheless, pay the full amount of such Invoice.
Any payment by Meralco under this Section is
without prejudice to Meralco's right at a later date to
dispute, protest or question any amount so paid.

XXX

Article 5 Taxes, Fees and Costs



5.1 Responsibility for Taxes, Fees and Costs

5.1.1 Power Supplier shall be responsible for and shall
make timely payment of the following amounts:

(a) WESM Costs — Power Supplier;
(b) Benefits to Host Communities Charges; and
(c) VAT on the foregoing amounts, if any.

Power Supplier shall also be liable for the payment
of all other existing taxes, fees, charges and costs,
including penalties, arising from this Agreement that
properly pertain to the business of Power Supplier.

5.1.2 The following amounts that Meralco is responsible
for to third parties in connection with the purchase
of Contract Capacity and Associated Energy shall
form part of the price that Meralco will charge to its
customers:

(&) VAT on Contract Capacity and Associated
Energy in accordance with Bureau of Internal
Revenue (“BIR”) Revenue Memorandum
Circular No. 681-2005 and ERC Resolution No.
20-2005, except in respect of any portion
thereof that applies to VAT zero-rated and
VAT-exempt customers of Meralco;

(b) All fees and charges imposed by WESM to
Meralco, which include the following:

i.  line rental charges for the transmission
of Associated Energy from the Plant to
the delivery point;

ii.  Must Run Unit Adjustments;

Iil. Price Substitution Mechanism;



iv.  Net Settlement Surplus; and

(c} NGCP Charges.

Notwithstanding this Section, Meralco shall, at all
times, be liable for payment of all other existing
taxes, fees, charges and costs, including penalties,
arising from this Agreement that properly pertain to
the business of Meralco.

XXX

Article 8 Termination

8.1

8.2

8.3

8.4

If for any reason, except as provided in Article 6, there is
an actual failure on the part of Power Supplier to make
available the Contract Capacity and deliver to Meralco the
Associated Energy for a period of ten (10) days, Meralco
shall send written notice to Power Supplier stating that
such a breach has occurred.

If, within thirty (30) days after receipt from Meralco of such
written notice (the “Curing Period”), the actual failure on
the part of Power Supplier to make available the Contract
Capacity and deliver to Meralco the Associated Energy
has not been remedied by Power Supplier, Meralco may
terminate this Agreement and pursue any remedy
available to it under this Agreement, at law or in equity.

Meraico shall, from and after the occurrence of a breach
under Section 8.1 and even during the Curing Period, be
entitled to source energy from the WESM or other parties
and Power Supplier shall be liable to pay Meralco the
difference between the amount Meralco actually paid for
such energy and the Contract Price.

Upon the early termination of this Agreement due to (i) an
actual failure on the part of Power Supplier to make
available the Contract Capacity and deliver to Meralco the
Associated Energy, or (ii) the failure of Meralco to pay the
Contract Price under the terms and conditions of this
Agreement, and without prejudice to any other provisions
of this Agreement prior to such early termination, the
Party in breach shall pay liquidated damages in an
amount equivalent to the present value of the Capital



8.5

8.6

Recovery Fees for the remaining Term discounted at
twelve percent (12%).

Either Party shall have the right to terminate this
Agreement by serving thirty (30)-day advance written
notice to the other:

(a)

(b)

(d)

due to violation of any of the provisions hereof or
any of the grounds provided for herein;

if the Parties fail to agree on the amendment of this
Agreement within the period prescribed in Section
1.2.3;

if the amended Agreement is disapproved by the
ERC, or approved by the ERC but still with any
material term or condition that is not acceptable to
either Party pursuant to Section 1.2.3;

or if the Parties fail to agree on a Price Adjustment,
pursuant to Section 9.4, within thirty (30) days from
notice by Power Supplier to Meralco of a Change in
Law;

Provided, that the termination under this Section shall not
prejudice the right of the aggrieved Party to liquidated
damages under Section 8.4.

Subject to seven (7) days prior written notice to Meralco,
this Agreement may be terminated by Power Supplier if:

(@)

(b)

(c)

after forty (40) days from filing of the ERC
Application for the approval of this Agreement, no
approval has been issued:;

a Provisional Approval or Final Approval has been
issued and Power Supplier is not amenable to any
changes in the terms and conditions of this
Agreement, including the Contract Price, as
approved in the Provisional Approval or Final
Approval.

after thirty (30) days from due date, Meralco fails to
pay any undisputed amount in the Final Invoice;



(d) for any reason, the Power Supplier's lease on the
Plant is terminated or not renewed by the
government.

8.7 In the event of pre-termination of this Agreement on
grounds as provided in this Agreement, Meralco shall be
allowed to purchase energy from the WESM until such
time it is able to source available replacement capacity
through a competitive selection process as required by

10.

the ERC.

)]

XXX

Based on simulations, the effective delivered price under
the IPSA for the supply month of May 2016 is PhP7.0869 per kWh,
as shown in the sample calculation below:

1590EC IPSA - Sample Calculation

May 2016
BILLING COMPONENT UNIT BILLING RATE | cPi Ad] Factor BILUNG DETERMINANT AMOUNT (PHP}
A_ Capital Recovery Payment
Peso Portion {Php/kW-mo} 366.6708 176,000 {xwh 62,333,500.00
B. Fixed O&M Payment
Paso Portion {PhR/KW-mo) 368.3300 |  1.000000 170,000 (kW) 59,216,100.00
C. Variable O8M Payment
Peso Fortion (PhpfkWh) 0.4000 | 1.000000 46,520,000 (kwh) 18,768,000.00
D. Fuel Payment
HFO Payment Peso Partion {Php/KWh) 3.5823 46,320,000 (kWh) 168,080,357.08
LO Payment Peso Portion {Fhp/kWh) 0.1785 46,820,000 {kwh) 8,381,231.39
LFO Payment Peso Portion (Php/start-up} 104,858.40 41 | (no. of start-up) 4,269,194.40
TOTAL PAYMENT (ehp) 321,078,782.87
Effective Rate at Plant Gate {Php/kWh) 6.8431
WESM Line Rental Rate'? (Php/kwh) 0.2438
Delivered Rate {Php/kWh} 7.0869
Effective Cost at WESM Price® {Php/kwh) 12.6213
- Increase / [Decrease) over WESM Price {Php/kwh) (5.5344)
. Meralco Captive Energy Demand'! (kwh) 2,861,523,324
_Increase / (Decrease) in Generation Cost  {Php) (259,673,983.10)
Increase / [Decrease) in Genaration Cost {Php/kWh) (0.0507)

Assumptions:

(1} CPi Adj for Fixed OB and Variable 08K based on PH CPI {2006=100) = 142.30, Dec 2015, base PH CPI {2006=100} = 142.30, Dec 2015
{2} Estimated 15%0EC line rental rate based on actual Jan - Jul 2015 average line renta! of 1598EC

(3) Cost if equivalent vofume of 1550EC was sourced instead from the WESM based on May 2016 forecast hourly prices
(4) Meralico Captive Energy Demand based on Kay 2016 forecast

11.  As seen in the rate impact below, for the duration of the
term (firm) of the IPSA, the simulated delivered price thereunder
would result in an overall savings of PhP0.0541 per kWh.



Impact to MERALCO Generation Charge

Generation Charge
PHPiKWWh
Mar- Jul 2016 Overall
Without Bauang Interim PSA 48721
With Bauang Interim PSA 4.8180
inc /-dec, PR =06.0547
inc /-dec, Million PhP -732.08

Allegations in Support of Prayer for Provisional Authority

12. As previously mentioned, based on MERALCO’s power
supply-demand outlook for 2016, a significant capacity deficit in its
portfolio for the period of March to October 2016 is foreseen due to
scheduled maintenance shutdowns of its contracted generating units
as well as possible occurrences of forced plant outage.

13. Consequently, if the IPSA is not implemented during said
period, MERALCO will be constrained to source from the WESM,
where prices are volatile, especially during the summer months. This
can be further aggravated and would likely result in higher WESM
prices in light of the very tight supply under thin reserve margin
conditions during said period.

14. Accordingly, there is a paramount necessity for the timely
approval of this Application, and for the issuance of a provisional
authority therefore, so that MERALCO can immediately implement
the IPSA in order to reduce MERALCO’s WESM purchases and
protect its customers from forecasted high WESM prices, to help
ensure reasonable prices of electricity for such customers, especially
during the critical period of 26 February to 25 July, 2016.

156. In support of this Application, the Judicial Affidavit of MR.

CIPRINILO C. MENESES, Head of MERALCO's Energy Sourcing
Office, is attached as ANNEX “B” and made an integral part hereof.

PRAYER

WHEREFORE, premises considered, it is respectfully prayed
that this Honorable Commission:

1. Upon initial review of this Application and pending hearing on
the merits, issue an Order provisionally approving the
implementation of the IPSA between MERALCO and 1590EC,

10



thereby authorizing 1590EC to charge and collect from
MERALCO electricity fees based on rates that this Honorable
Commission may provisionally approve, and authorizing
MERALCO to pass the full amount thereof to its customers; and,

2.  After trial on the merits, issue a Decision approving the IPSA,
thereby authorizing 1590EC to charge and collect from
MERALCO the electricity fees based on the final rates approved
by this Honorable Commission, and authorizing MERALCO to
pass the full amount thereof to its customers.

It is further respectfully prayed that in the event that the rate
provisionally approved by this Honorable Commission is lower
than the rate finally approved by it, this Honorable Commission
allow 1590EC to recover from MERALCO the rate difference
and authorize MERALCO to pass the full amount thereof to its
customers.

Other reliefs just and equitable under the circumstances are
likewise prayed for.

Pasig City, 28 January 2016.

MANILA ELECTRIC COMPANY
Applicant
MERALCO Compound, L.opez Building,
Ortigas Avenue, Pasig City

By:

FRANCI S: ANTONIO
Roll of Attorneys No. 48145
PTR No. 1473407; 01/21/186; Pasig City
IBP No. 1023724, 01/08/16; RSM
MCLE Compliance No. V-0004608; 6 November 2014

EN GRACE S. RAMOS
oll of Attorneys No. 55845
PTR No. 1473409, 01/21/16; Pasig City
IBP No. 1023723; 01/08/16; RSM
MCLE Compliance No. V-0004623; 6 November 2014

11



KATHERINE MARI S. GARCIA-MORENO
Roll of Attorneys No. 56002
PTR No. 1473412; 01/21/16; Pasig City

IBP No. 1023727; 01/08/16; RSM
MCLE Compliance No. V-0002588; 9 June 2014

- YAP
neys No. 55889
PTR Mo. 1473414, 01/21/16; Pasig City
IBP No. 1023728; 01/08/16; Capiz
MCLE Compliance No. V-001784; 26 March 2014

7th Floor, Lopez Building,

Ortigas Avenue, Barangay Ugong, Pasig City
Tel no. 1622-2260; Fax No: 1622-3550

12



1590 ENERGY CORPORATION
Applicant

CATHERINE S. BRINGAS
Unit 107 First Midland Offlce Condominium Bldg.
Gamboa Street, Legaspi Village, Makati City
Telephone No. 403-6551/Fax No. 553-4730
Roll of Attorneys No. 56525
PTR No. 5326583, 1/5/2016; Makati City
IBP Lifetime Member No. 012530; RSM
MCLE Compliance No. [V-0003732; December 9, 2011

- and —

J.P. GARCIA AND ASSOCIATES
Units 1501-1502, 15™ Floor Ayala Life-FGU Center
Mindanao Avenue corner Biliran Road
Cebu Business Park, Cebu City

By:

JOAN A. GIDUQUIO-BARON
Roll of Attorneys No.: 41829
PTR No.: 874058, 1/5/2016; Cebu City
IBP O.R. No. 1014730; 1/4/2016; Cebu City
MCLE Compliance No.: V-0011654; 11/25/2015
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REPUBLIC OF THE PHILIPPINES )
CITY OF PASIG )s.8.

VERIFICATION
AND CERTIFICATION OF NON-FORUM SHOPPING

|, JOSE RONALD V. VALLES, Filipino, of legal age, married, with office
address at 7% Floor, Lopez Building, MERALCO Compound, Ortigas Avenue,
Barangay Ugong, Pasig City, after being sworn in accordance with law, hereby
depose and say that -

1. I am the Vice President and Head, Regulatory Affairs Office, of
Applicant Manila Electric Company (“MERALCOQ"). In such capacity, | have
caused the preparation and filing of the foregoing Application;

2. Moreover, | have been authorized by the Board of Directors of
MERALCO to certify that Applicant has not heretofore filed any similar action,
pleading or application involving the same issues before the Supreme Court, the
Court of Appeals or any other lower courts or administrative bodies. A copy of
the Secretary’s Certificate authorizing me to cause the preparation of the instant
Application and sign this Verification and Certification is attached hereto as
ANNEX “C”;

3. | have read and understood the allegations contained therein and
the same are true and correct based on my personal knowledge and authentic
records made available to me in the ordinary course of business of MERALCO;

4. To the best of my knowledge, no similar action or proceeding is
pending before the Supreme Court, the Court of Appeals, the lower courts or
administrative bodies;

5. If [ should hereafter learn that a similar action has been filed before
the Supreme Court, the Court of Appeals, the lower courts or administrative
bodies, | undertake to report such fact to this Honorable Commission within five
(5) days from notice of such fact.

I NESS WHEREOF, | have hereunto affixed my signature this
FEB O '§ ymg at Pasig City, Philippines.

Affianf

SUBSCRIBED and SWORN to before me this_TEB 03 2016 iant
having exhibited to me his Social Security System ID bearing the number 33-
10900088.

!ssu on July 13, 2015 at Pasig City

Doc. No. 4 ; untl December 31, 2016
Page No. () Rol No. 55045: 18P No. 7257 27, /-8 % Chaper
Book No. : PTR No.#774p4, -4/-HgPasig City

i ., Ortigas Ave,, Pasig City
Series of 20186, 7" Floor, Lopez Bidg., Ortigas Ave., Pasig

14



VERIFICATION and CERTIFICATION OF
NON-FORUM SHOPPING

I, THEO C. SUNICO, Filipino, of legal age, and with office address at Unit
107 First Midland Condominium Building, Gamboa Street, Legaspi Village,
Makati City, after having been duly sworn to in accordance with law, hereby
depose and state that:

1. I am the Assistant Vice President for Trading and Marketing of Applicant
1590 Energy Corporation (“1590 EC”);

2. I'have been duly authorized by the Board of Directors of 1590 EC to cause
the preparation and filing of the Application with the Energy Regulatory
Commission (ERC), and I have actually caused the preparation and filing
of this Application pursuant to such authority;

3. I have been likewise authorized by the Board of Directors of 1590 EC to
execute and/or sign a Certification and Verification Against Forum-
Shopping on behalf of 1590 EC for the Application;

4. T have fully read and understood the attached Application and I hereby
certify that all the allegations therein are true and correct to the best of my
knowledge and belief and are based on authentic records and documents.

I hereby certify that 1590 EC has not commenced any action nor filed any
claim involving the same issues raised in the foregoing Application before any
court, tribunal or quasi-judicial agency, and to the best of my knowledge, there is
no other action or claim is pending therein; and if I should hereafter learn that a
similar action has been filed or pending, 1 shall report such fact to this Honorable
Commission within five (5) days from knowledge thereof.

IN WITNESS WHEREOQF, I have hereunto affixed my signature this
day of January 2016 at Makati City, Philippines.




Republic of the Philippines}
City of Makati }S.S.

SUBSCRIBED AND SWORN to before me, a Notary Public for and in the
City of Makati on this AN ¢ 1 @&y of January 2016, at Makati City, Philippines.
Affiant who is personally known to me personally appeared and exhibited to me
his Driver’s License No. Pastront 1o o[ N. Ecogoaus issued on oy ohie oy 4314, as

competent proof of his identity.

Witness my hand and seal.

Doc. No. J?)O ;

Page No. of;
Book No. V[

Series of 2016.

-

Noid d Gity of MaKdfl

B8P No. 654155-Lifetime Member
MCLE Complliance No. V-0004934
Appelntment No. M-199 (2015-2016)
PTR No. 5323504 Jan, 4, 2016
Makat! City Roll No. 40091
101 Uikan Ave. Compos Rueda Bldg.
Brgy. Mo Del Pllar, Makati City



ANNEX ™

o
.

INTERIM POWER SUPPLY AGREEMENT

Between

MANILA ELECTRIC COMPANY

and

1590 ENERGY CORPORATION

Januarﬂ G, 2016



POWER SUPPLY AGREEMENT
This Power Supply Agreement {the “Agreement”) is entered into tfn'l] @quy “s ,2811% by and between:

Manila Electric Company (hereinafter “Meralco™), a corporation duly organized
and existing under the laws of the Republic of the Philippines, with office address at
Ortigas Avenue, Barangay Ugong, Pasig City;

and

1590 Energy Corporation (hereinafier “Power Supplier™), a corporation duly
organized and existing under the laws of the Republic of the Philippines, with office
address at 107 Midland Condominium, Gamboa Strect, Legaspi Village, Makati
City, Metro Manila,

Each of the above-mentioned parties to this Agreement is referred to as a “Party”
and together, the “Parties”.

RECITALS:

A, Meralco is a distribution utility operating an electric power distribution system with a
legislative franchise to operate and maintain a distribution system in the cities/municipalities
of Metro Manila, Bulacan, Cavite and Rizal and certain cities/municipalities/barangays in
Batangas, Laguna, Quezon and Pampanga, pursuant to Republic Act No. 9209.

B. Power Supplier operates and manages the energy output of the 215 MW bunker oil-fired diesel
engine power plant Jocated at Bauang, La Union (the “Plant™).

C. Based on Meralco’s power supply-demand outlock for 2016, the company foresees a significant
capacity deficit in its portfolio for the period March to October 2016 due to scheduled
maintenance shutdowns of its contracted generating units as well as possible occurrences of
forced plant outage.

D. Power Supplier has offered to sell, and Meralco has accepted such offer to purchase, after the
conduct of a competitive selection process and good faith negotiations, on the terms and
conditions contained herein, the capacity indicated below:

CAPACITY TRADING INTERVAL PERIOD
170 MW (firm Contract 1000 — 2100H, February 26 —
Capacity) Mondays to Saturdays July 25, 2016
Up to 170 MW (non-firm) 1000H - 2100H July 26, 2016 -
Mondays to Saturdays February 25, 2017
E. Meralco and Power Supplier desire to define in this Agreement their respective rights and

obligations with respect to the sale and purchase of Contract Capacity and the corresponding
electrical output (*Associated Energy™).

NOW, THEREFORE, in view of the foregoing and in consideration of the mutual covenants and
agreements set out in this Agreement, the Parties hereby agree as follows:



Article 1

1.1

1.2

Term and Effectivity

Term of Agrecement

1.1.1.

This Agreement shall become effective upon the provisional approval (“Provisional
Approval”) or fmal approval (“Fimal Approval™) of the Energy Regulatory
Commission (“ERC”) (“Commencement Date™), and shall expire on February 25,
2017, unless terminated earlier in accordance with Article 9 of this Agreement or
extended by the application of Section 1.1.2 (“Term™).

The Term shall be automatically extended for an additional period of one (1) year under
the same terms and conditions set forth in this Agreement, unless terminated by either
Party by sending written notice to the other Party ninety (90) days prior to the expiration
of the Term. In no case shall the automatic extension of this Agreement exceed two (2)
years,

ERC Approval

1.2.1

122

1.2.3

Within five (5) days after the date of this Agreement, the Parties shall file a joint
application with the ERC for the approval of this Agreement, including the Contract
Price as detailed in Appendix A (“ERC Application™).

If the Provisional Approval or Final Approval requires any portion of any swm that has
been paid by Meralco to Power Supplier to be adjusted, the Power Supplier shall make
the necessary adjustments in accordance with the direction of the ERC. In the event of
any disallowance in the Contract Price, the same shall be for the account of Power
Supplier.

If the Final Approval requires an amendment of any provision herein, including
provisions on amounts payable under this Agreement, or subjects such approval to any
material term or condition that is not acceptable to either Party, acting reasonably
(“Conditional Approval™), the Parties shall cooperate in good faith to resolve the
required ERC amendment(s) or to address the material term or condition. The Parties
shall agree to:

(a) Within fifteen (15) days after receipt by the Parties of the Conditional
Approval, seek a reconsideration of the Conditional Approval. During the
period that the motion for reconsideration is pending, Power Supplier shall
make available the Contract Capacity and Associated Energy following the rate
in the Conditional Approval, subject to the Final Approval; and/or

{b) Within thirty (30) days after receipt by the Parties of the Conditional Approval,
revise and file an amended Agreement for approval by the ERC;

provided that if the motion for reconsideration is denied by the ERC, or if the Parties
fail to agree on the amendment of this Agreement within the period prescribed in
Section 1.2.3 (b), or the amended Agreement is disapproved by the ERC, or approved
by the ERC but still with any material term or condition that is not acceptable to either

7h
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Article 2

2.1

2.2

Party, acting reasonably, the Agreement can be terminated by any Party by giving a
thirty (30)-day prior written notice of such termination to the other Party.

Sale and Purchase of Contract Capacity and Associated Energy

Supply of Power

Subject to the terms and conditions of this Agreement:

211

Immediately upon the Commencement Date, Power Supplier shall make available, sell
and deliver to Meralco, and Meralco shall purchase from Power Supplier the Contract
Capacity and Associated Energy at the Contract Price determined in accordance with
Appendix A.

Power Supplier shall not, without Meralco’s prior written consent, sell, divert, transfer,
dedicate, reserve or assign all or any portion of the firm Confract Capacity and
Associated Energy to any person other than Meralco.

Power Supplier shall not be entitled to any planned/scheduled or forced outage
allowances.

Nominations

221

2.2.3

Article 3

31

3.2

For administrative and planning purposes only, Meralco shall furnish Power Supplier
with non-binding month-ahead and week-ahead nominations of energy, and in
accordance with the Wholesale Electricity Spot Market (“WESM™) Rules and the
Operating Procedures. Such nominations shall reflect Meralco’s good faith estimate of
its projected capacity requirements for such period.

Meralco shall furnish Power Supplier with binding day-ahead nominations on an hour-
by-hour basis, subject to the technical limits of the Plant provided in Appendix B and
in accordance with the WESM Rules and the Operating Procedures, provided that
Meralco has the option to revise its day-ahead nominations at least two (2) hours, or
such other period as may be allowed (without incwiring any penalties) by the WESM
Rules, before gate closure, as provided in the WESM Rules, of the first affected trading
interval.

In all trading intervals, Meralco’s nominations shall be in accordance with the technical
limits of the Plant provided in Appendix B.

Operation and Maintenance of the Plant

Operation, Maintenance and Repair

Power Supplier shall operate, maintain and repair the Plant in accordance with good utility
practice and consistent with the WESM Rules and the Philippine Grid Code.

WESM Declarations

3.2.1

Power Supplier shall ensure that its day-after daily declaration of bilateral contract
quantities submitted to the Market Operator, as required by the WESM Rules,
accurately reflects the day-ahead nominations furnished by Meralco. Any amounts
assessed by the Market Operator on the Parties as a result of an erroneous declaration
by Power Supplier of its bilateral contract quantities shall be borne by Power Supplier,
and Power Supplier shall indemnify and hold Meralco harmless from any loss, cost,
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expense or penalty incurred or paid by Meralco as a result of any such erroneous
declaration, including applicable Value-Added Tax (“VAT”), if any, based on the
WESM VAT rate during the relevant Billing Period. If the Market Operator invoices
Meralco for any such amounts, Power Supplier shall reimburse Meralco within seven
(7) days from receipt of written demand therefor.

3.22  On a daily basis, Power Supplier shall furnish Meralco with copies of the prior day’s
hourly declaration of bilateral contract quantities reported by Power Supplier to the
Market Operator. Meralco shall have the right, but not the obligation to review such
reports and upon its review, shall inform Power Supplier of any discrepancies or
exceptions it may find. The failure of Meralco to inform Power Supplier of any
discrepancy or exception in such day-after hourly declaration shall not constitute a
watver by Meralco of its right to raise and dispute such discrepancies or exceptions at
any time thereafter. Power Supplier shall immediately notify Market Operator of any
corrections to its declaration of bilateral contract quantities in accordance with the
WISM Rules.

Article 4 Billing and Payment
4.1 Billing

4.1.1  The billing period shall commence on the twenty-sixth (26"™ day of the current month
and shall end on the twenty-fifth (25" day of the succeeding month, taking into
consideration the Commencement Date and termination of this Agreement (“Billing
Period™).

4.1.2  Power Supplier shall render to Meralco an itemized Invoice on the basis of Meralco’s
day-ahead binding twenty-four (24)-hour energy nominations for each day of a Billing
Period. Each Invoice for a Billing Period shall show the Contract Capacity and
Associated Energy made available by Power Supplier to Meralco during each hour of
such Billing Period, and other amounts, if any, to be paid by Meralco.

4.1.3  Any Invoice rendered by Power Supplier to Meralco pursuant to Section 4.1 hereof
shall be rendered in the first instance in the form of a Provisional Invoice. Power
Supplier shall deliver the Provisional Invoice to Meralco no later than the twenty-eighth
(28th) day of a calendar month. An advance copy of the Provisional Invoice shall also
be delivered through electronic mail.

4.1.4  Power Supplier shall furnish Meralco with a report of Power Supplier’s WESM
declaration of bilateral contract quantities for each hour immediately after such

declaration. ( \

4.1.5  Within fifleen (15) days after its receipt of the Provisional Invoice, Meralco shall notify
Power Supplier in writing of any questions or exceptions it may have with respect to
the Provisional Invoice. Meralco and Power Supplier shall confer within three (3) days
thereafter to discuss and seek to resolve any discrepancies or disputes in the Provisional
Invotce prior to the issuance of the Final Invoice,

4.1.6  Within nineteen (19) days after the end of the relevant Billing Period, Power Supplier
shall provide Meralco with a Final Invoice for such Billing Period, in the same format
as the Provisional Invoice; provided that the Final Invoice shall reflect any corrections
or adjustments agreed to by the Parties.



4.2 Payments

4.2.1 Provided that Meralco receives the Final Invoice within the time set forth in Section
4.1.6, each Final Invoice shall be due and payable not later than the twenty fifth (25%)
day of the calendar month following the month in which the end of the Billing Period
for such Final Invoice relates; provided that if such day is not a business day, then the
Final Invoice shall be due and payable on the next succeeding business day (“Payment
Date”); provided further that Meralco shall not be required to make payment on any
Final Invoice that is manifestly in error, apparently invalid or not in the form or
substance contemplated by this Agreement.

422 If Meralco disputes all or any portion of a Final Invoice for a reason other than a
manifest error in, or the patent invalidity or incorrect form or substance of, such Final
Invoice, Meralco shall, nonetheless, pay the full amount of such Invoice. Any payment
by Meralco under this Section is without prejudice to Meralco’s right at a later date to
dispute, protest or question any amount so paid.

4.2.3 I any sum set forth in a Final Invoice or any other sum payable under this Agreement
has been paid under protest or is subject to objection, or is the subject of a dispute, then
after agreement between the Parties or after settlement of the dispute, any sum so
agreed by the Parties or determined to be owing, including the refund of any amount
so paid under protest or subject of a dispute, shall be paid within seven (7) days from
such agreement, resolution or settlement, with interest accruing thercon from the
original due date, or, if payment has been made under protest or dispute, from the date
the disputed amount was paid, until the date of the agreement, resolution or settlement.
Interest shall be calculated as an annual rate on a three hundred sixty-five (365) day
basis equivalent to the PDST-R2 plus two hundred (200) basis points, from the date
upon which it was due until the date payment was received by either Party; provided,
however, that if the protest or dispute is resolved by the Parties and payment is made,
in each case within thirty (30) days from date of the filing of such protest or dispute,
the Parties shall waive the payment of any interest on the amount owing, or, if payment
has been made under protest or dispute, due on the amount to be refunded.

4.24 If any Party fails to make payment to another Party of any amount due under this
Agreement where such amount is not the subject of a dispute, interest thereon from the
date when payment was originally due until payment thereof is received shall accrue at
a rate calculated as an annual rate on a three hundred sixty-five (365)-day basis
equivalent to the PDST-R2 plus two hundred (200) basis points, accruing from the date
when payment was originally due until payment thereof is received.

4.2.5  Any reference 10 a “payment” required hereunder, including the consequences of any
delay in such payment, shall also apply to any required reimbursement or “credit
memo”, and the due date shall be the date required for such reimbursement or “credit
memo”™ {0 be made.

4.2.6  All payments by Meralco pursuant to this Section 4.2 shall be made by wire transfer of
immediately available funds to such account or accounts specified by Power Supplier.

4.2.7 If Meralco fails to pay any amounts due and payable under this Agreement and such
failure is not excused under Section 4.2.1 or Section 6.1, Meralco shall pay to Power
Supplier interest on such unpaid amount in accordance with Section 4.2.3 of this
Agreement. The Power Supplier has the right to immediately suspend the delivery of
Contracted Energy and declare Contract Price for Contract Capacity supplied but not
invoiced immediately due and payable, whereupon Meralco shall pay such Contract
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4.2.8

4.2.9.

4.3 Setoff

Price immediately upon delivery by Power Supplier of the corresponding invoice to
Meralco.

The failure of Meralco to pay any undisputed amount due to Power Supplier after a
period of thirty (30) days from due date shall give rise to the right of the Power Supplier
to terminate the Agreement without liability to Meralco.

Power Supplier shall issue a receipt to Meralco acknowledging receipt of any payment
hereunder on the date of such payment.

Each Party reserves to itself all rights of setoff, counterclaim and other remedies and/or defenses
that such Party is or may be entitled to assert arising from or out of this Agreement.

Article 5

Taxes, Fees and Costs

5.1 Responsibility for Taxes, Fees and Costs

5.1

5L

.

o

Power Supplier shall be responsible for and shall make timely payment of the following
amounts:

(a) WESM Costs — Power Supplier;

{b) Benefits to Host Communities Charges; and
() VAT on the foregoing amounts, if any.

Power Supplier shall also be liable for the payment of all other existing taxes, fees,
charges and costs, including penalties, arising from this Agreement that properly
pertain to the business of Power Supplier.

The following amounts that Meralco is responsible for to third parties in connection
with the purchase of Contract Capacity and Associated Energy shall form part of the
price that Meralco will charge to its customers:

(a) VAT on Contract Capacity and Associated Energy in accordance with Bureau
of Intemal Revenue (“BIR™) Revenue Memorandum Circular No. 61-20035 and
ERC Resolution No. 20-2005, except in respect of any portion thereof that
applies to VAT zero-rated and VAT-exempt customers of Meralco;

(b) All fees and charges imposed by WESM to Meralco, which include the
following:

i line rental charges for the transmission of Associated Energy from the
Plant to the delivery point;

ii. Must Run Unit Adjustments;
Hi. Price Substitution Mechanism;
iv. Net Settlement Surplus; and

47

{c) NGCP Cllzii'ges.
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Notwithstanding this Section, Meralco shall, at all times, be liable for payment of all
other existing taxes, [ees, charges and costs, including penalties, arising from this
Agreement that properly pertain to the business of Meralco.

Meralco shall deduct and withhold from the amounts payable under a Final Invoice,
the applicable creditable withholding tax and Meralco shall remit any amounts
withheld for such tax to the relevant taxing authorities. If Power Supplier believes such
withholding tax is not applicable to it, Power Supplier shall provide Meralco with such
documents and evidence to demonstrate that payments to Power Supplier are not
subject to such withholding tax, such as but not limited to the following:

(a) Board of Investments (“BOI™) Certificate of Registration indicating Power
Supplier’s entitlement to Income Tax Holiday (“ITH™),

(b) BOLI Certificate of ITH Entitlement indicating Power Supplier’s entitlement to
ITH renewed annually; and

(c) Such documents that the BIR may require to support Power Supplier’s claim
for exemption from creditable withholding tax.

Meralco shall no longer deduct and withhold creditable withholding tax from the
amounts payable under a Final Invoice upon its reliance on the documents and evidence
submitted by Power Supplier,

Power Supplier shall indemnify Meralco for any final assessment, liability, surcharge,
interests, penalties and other costs or fees arising from Meralco’s failure to withhold
creditable withholding tax from payments due under this Agreement in accordance
with applicable BIR rules and regulations, provided that such failure by Meralco to
withhold is (a) upon Power Supplier’s request, or (b) due to any change, reversal or
ruling affecting Power Supplier’s status or claim of exemption from withholding tax.
The Partics agree that any outstanding obligations of Power Supplier in respect of its
obligation to indemnify under this Section 5.1.3 shall not be considered a ground for
termination.

Meralco shall remit to Power Supplier the applicable VAT on Contract Capacity and
Associated Energy, except in respect of any portion thereof that applics to VAT zero-
rated/VAT-exempt customers of Meralco, in accordance with regulations, orders,
circulars or other issuances applicable to a distribution utility issued by relevant
governmental instrumentalities, including, but not limited to, BIR Revenue
Memorandum Circular No. 61-2005 and ERC Resolution No. 20-2005. Meralco shall
issue, for each Billing Period, a certification containing:

(a) the amount of VAT related to the actual energy volume covered by this
Agrecment and allocated as sold to Meralco’s VAT zero-rated/VAT-exempt
customers; and

b the amount of VAT billed for energy covered by this Agreement that is
uncollected from Meralco’s customers which are neither VAT zero-rated nor
VAT-exempt.

With respect to any VAT billed to Meralco by Power Supplier pertaining to actual
energy..volume for Meralco’s VAT zero-rated and VAT-exempt customers, Power
Supplier shall issue a credit memo reversing the corresponding amount of VAT billed
to Meralco. Meralco shall indemnify Power Supplier for any final assessment, liability,
surcharge, interests, penalties and other costs or fees (“Assessments™) arising from
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Article 6

6.1

Meralco’s failure to remit the VAT collected from its customers. For purposes of this
Article 5, Power Supplier shall notify Meralco of such Assessments, and the Parties
shall meet and discuss within thirty (30) days from such notification, in order to
reconcile the amount of unremitted VAT. The Parties agree that any outstanding
obligations of Meralco in respect of its obligation to indemnify under this Article 5
shall not be considered a ground for termination.

In its monthily VAT remittance to Power Supplier, Meralco shall show the amount of
VAT being remitted for the current and prior months” billings. Meralco shall provide
Power Supplier an annual statement of its VAT balances with Power Supplier,
including a certification indicating the VAT amount related to any receivables written
off attributable to Power Supplier.

Force Majeure

Events of Force Majeure

6.1.1

An event of force majeure is an extraordinary event which cannot be foreseen or which
though foreseen, cannot be avoided (“Event of Force Majeure™). The event must
render it impossible for a Party to fulfill its obligation in a normal manner despite the
exercise of due care. An Event of Force Majeure shall not excuse either Party from
exercising due care to prevent if or minimize its effects.

An Event of Force Majeure includes a storm, typhoon, lightning, flood, earthquake,
tsunami, fire, war, rebellion, insurrection, riot, naval or other blockade, labor
disturbance, civil unrest, failure or inability of NGCP’s transmission line to transmit or
distribute power due to reasons beyond the reasonable control of either Party, and other
events which are fortuitous or entircly beyond the control of either or both Parties
including any action, curtailment or directive by any government agency, transmission
provider, System Operator or Market Operator.

For the avoidance of doubt, as to Power Supplier: (i) the breakdown or failure of
equipment or machinery of the Plant shall not in itself be considered as an Event of
Force Majeure, unless otherwise due to an Event of Force Majeure; and (ii) any (a)
interruption of the Plant’s generating capability resulting in an unplanned reduction or
suspension of the electrical output from the Plant and/or unavailability of capacity in
whole or in part from the Plant, (b) automatic shutdown of any part of the Plant, (c)
delay or inability to procure Fuel for the Plant, and {d} other unavailability of the Plant
for operation, that is due to an Event of Force Majeure shall be treated for all purposes
of this Agreement as an Event of Force Majeure.

In case of an Event of Force Majeure, the affected Party shall be excused from
performance and shall not be considered to be in default in respect of any obligation
under this Agreement for so long as failure to perform such obligation shall be due to
an Event of Force Majeure. For the avoidance of doubt and notwithstanding any other
provision of this Agreement, Meralco shall not be required to make any Capacity
Payment and Fixed Operations and Maintenance (“FOM™) in respect of (i) any
Contract Capacity that is unavailable due to an Event of Force Majeure or (ii) any
Contract Capacity that Meralco does not need due to an Event of Force Majeure.

If the Event of Force Majeure prevents (i) Power Supplier from making available
Contract Capacity and/or delivering Associated Energy to Meralco, or (if) Meralco
from taking Contract Capacity and/or Associated Energy from Power Supplier,
Meralco shall source the replacement capacity and/or energy from the WESM on its
own account aind cost,
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6.1.6  The affected Party shall notify the other in writing of the occurrence of such Event of
Force Majeure. The other Party shall have fifteen (15) days to verify or deny in writing
that such situation exists. This provision shall not apply in cases where immediate
action is required by this Agreement, laws, rules, regulations, good engineering or
standard practice, or when a definite period is prescribed by this Agreement to take
curative measures.

6.1.7 If any Event of Force Majeure occurs within the February 26 to July 25 period for a
continuous period of at least thirty (30) days, the Term may, by mutual agreement of
the Parties, be extended by a period of time equivalent to the period of time for which
performance is excused as a result of the Event of Force Majeure, which in no case
shall exceed four (4) months; Provided that Meralco shall have the right to apply such
extension at any time during the Term of this Agreement or immediately afier the
expiration thereof, subject to thirty (30)-day prior written notice to Power Supplier.

Article 7 Settlement of Disputes

7.1

7.2

The Parties shall exert reasonable efforts to amicably settle all disputes arising in connection
with this Agreement. If, within fifteen (15) days after the commencement of such settlement
discussions, the Parties are unable to resolve their differences, cither Party may commence
dispute resolution proceedings in accordance with Section 7.2,

Any dispute arising in connection with this Agreement shall be brought to the ERC or any
government body vested with exclusive and original jurisdiction for adjudication. However, in
cases where exclusive and original jurisdiction has not been vested in the ERC or any specified
government agency, the aggrieved Party may initiate arbitration proceedings in accordance with
Republic Act No. 876, otherwise known as the Philippine Arbitration Law. In case the dispute
is validly lodged before a competent court, the venue of the action shall be any of the places
where the principal offices of Power Supplier or Meralco are located. Notwithstanding the
foregoing, the Parties, if they so desire and mutually agree, for expediency, convenience and
other plausible or beneficial reasons, may opt to take other modes of settling disputes like
executive resolution, where the top executives of both Parties would meet and seitle the issues,
mediation or conciliation under such rules and procedures that they may agree upon.

Article 8 Termination

8.1

8.2

8.3

84

If for any reason, except as provided in Article 6, there is an actual failure on the part of Power
Supplier to make available the Contract Capacity and deliver to Meralco the Associated Energy
for a period of ten (10) days, Meralco shall send written notice to Power Supplier stating that
such a breach has occurred.

If, within thirty (30) days after receipt from Meralco of such written notice (the “Curing
Period”), the actual failure on the part of Power Supplier to make available the Contract
Capacity and deliver to Meralco the Associated Energy has not been remedied by Power
Supplier, Meralco may terminate this Agreement and pursue any remedy available to it under
this Agrecment, at law or in equity.

Meralco shall, from and after the occurrence of a breach under Section 8.1 and even during the
Curing Period, be entitled to source energy {rom the WESM or other parties and Power Supplier
shall be liable to pay Meralco the difference between the amount Meralco actually paid for such
energy and the Contract Price.

Upon the early termination of this Agreement due to (i) an actual failure on the part of Power
Supplier to make available the Contract Capacity and deliver to Meralco the Associated Encrgy,
or {ii) the failure of Meralco to pay the Contract Price under the terms and conditions of this
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Agreement, and without prejudice to any other provisions of this Agreement prior to such early
termination, the Party in breach shall pay liquidated damages in an amount equivalent to the
present value of the Capital Recovery Fees for the remaining Term discounted at twelve percent
(12%).

8.5 Either Party shall have the right to terminate this Agreement by serving thirty (30)-day advance
written notice to the other:

(a) due to violation of any of the provisions hereof or any of the grounds provided for
herein;

o)) if the Parties fail to agree on the amendment of this Agreement within the period
prescribed in Section 1.2.3;

{c) if the amended Agreement is disapproved by the ERC, or approved by the ERC but
still with any material term or condition that is not acceptable to either Party pursuant
to Section 1.2.3;

{d) or if the Parties fail to agree on a Price Adjustment, pursuant to Section 9.4, within
thirty (30) days from notice by Power Supplier to Meralco of a Change in Law;

Provided, that the termination under this Section shall not prejudice the right of the aggrieved

Party to liquidated damages under Section 8.4,

8.0 Subject to seven (7) days prior written notice to Meralco, this Agreement may be terminated
by Power Supplier if:

(a) after forty (40) days from filing of the ERC Application for the approval of this
Agreement, no approval has been issued;

(b) a Provisional Approval or Final Approval has been issued and Power Supplier is not
amenable to any changes in the ferms and conditions of this Agreement, including the
Contract Price, as approved in the Provisional Approval or Final Approval.

{(c) after thirty (30) days from due date, Meralco fails to pay any undisputed amount in the
Final Invoice;

(d) for any reason, the Power Supplier’s lease on the Plant is terminated or not renewed by
the government.

8.7 In the event of pre-termination of this Agreement on grounds as provided in this Agreement,
Meralco shall be allowed to purchase energy from the WESM until such time it is able to source
available replacement capacity through a competitive selection process as required by the ERC.

Axticle 9 Miscellancous

9.1 Confidentiality

Each Party agrees that it will, and will ensure that its employees, officers and directors will,
and will make reasonable efforts to ensure that its agents will, hold in confidence this
Agreement and all information, documentation, data or know-how disclosed to it by the other
Party and designated in writing as confidential (the “Confidential Information™), and will not
disclose to any third party or use Confidential Information or any part thereof without the other
Party’s prior written approval, provided that Confidential Information may be disclosed to (i) a
governmental instrumentality pursuant to any legal requirement and (ii} financial institutions,
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9.2

9.3

9.4

bona fide potential purchasers, and consultants and contractors whose duties reasonably require
such disclosure.

Severability of Provisions

Each provision of this Agreement is severable and distinct from the others. The Parties intend
that every provision of it shall be and remain valid and enforceable to the fullest extent
permitted by law. If any provision of this Agreement is or at any time becomes to any extent
invalid, illegal or unenforceable for any reason, such provision shall to that extent be deemed
not to form part of this Agreement, but the validity, legality and enforceability of the remaining
parts of this Agreement shall not be thereby affected or impaired.

Governing Law

This Agreement shall be governed by, and construed in accordance with, the laws of the
Philippines.

Change in Law

In the event of a change in governmental requirements or applicable law, including without
limitation any change in the interpretation or application thereof, or the introduction of a new
governmental requirement or applicable law occurring after the date if this Agreement
{(*Change in Law”), and as a result thereof, Power Supplier’s financial return on its investment
is reduced, prejudiced or otherwise adversely affected, Power Supplier and Meralco shall
mutually arrive at an adjustment to the Contract Price or the payment by Meralco of additional
costs or fees, or a combination thereof (“Price Adjustment™) to address the effect of the
Change in Law.

9.4.1  Within thirty (30) days from notice in writing by Power Supplier to Meralco of a
Change in Law, the Parties shall enter into good faith negotiations to agree on a Price
Adjustment that will sustainably restore the Power Supplier’s financial return prior to
the occwrrence of the Change in Law. Within ten (10) days afler agreeing on the Price
Adjustment, the Parties shall revise and file an amended Agreement for approval of the
ERC, subject to Section 1.2.2 of this Agreement.

If the Parties fail to reach a mutually satisfactory adjustment, either Party may terminate
this Agreement in accordance with Section 8.5.

9.4.2  During the period of negotiations and pending the Final Approval of the amended
Agreement pursuant to the Change in Law, Power Supplier may suspend delivery of
the Contract Capacity and Associated Energy.
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IN WITNESS WHEREOQOF, each of the Parties has caused this Agreement to be executed as of the day
and year first above written at Pasig City, Metro Manila.

MANILA ELECTRIC COMPANY

By: W\/\

Name: Alfre Panlilio
Title:  Senior Wge President and Head,

Customer Retail Services and
Corporate Communications

Name: Ronni& L, peroého
Title:  First Vie€ President and Head,
Networks

WITNESSED BY:

By: @/AMO C. ‘ute—

Name: Ciplinilo C. Meneses
Title:  Head, Energy Sourcing

1590 ENERGY CORPORA

By:
Name: Arlo A.G. Sarmientd %

Title:  President

By: .. Wé/ Crp e
Name: Thed C. Sunico”
Title:  Géneral Manager




APPENDIX A: CONTRACT PRICE

The Contract Price shall consist of the following components:
A. Capital Recovery Payment

1. Capital Recovery Fee Rate (CRF)
Firo: CRF¢ = PHP 366.67/kW-month

CRFgp
30 days/maonth . 6 days
7 days/week = week

= PHP 14.2594/kW-day

Non-Firm: CRFyp=

2. Monthly Capital Recovery Fee (MCRF)

Firm: MCRF; = CRF[: * CCF
i=n
Non-Firm: MCRFNF z CRFN[: * Z NCI
i=1
Where:
CCr = Firm Contract Capacity .
NC; = average of the hourly nominated Non-Firm capacity for day i
n = total number of days in the supply month

B. Fixed Operations & Maintenance Payment

. Fixed Operations & Maintenance Fee Rate (FOM)
Firm: FOMy = PHP 348.33/&W-month

_FOMg
30 days/month ) 6 days
7 days/week = week

= PIP 13.5462/kW-day

Non-Firm: FOMyp =

2. Mo:atlliy Fixed Operations & Maintenance Payment (MFOMP)
Firin: - -+ MFOMPr = [FOMg*( PCPL/PCPL, )] * CCk
i=n

Non-Firm: MFOMPyr = FOMyg = ( PCPI,/ PCPI,) = Z NC;
i=1

thre:

.PCPL. = equivalent to the Philippinc Consumer Price Index (2006=100; for All

Income Houscholds-All Ttems) of the anniversary month of the contract, as "’l
published in the www.census.gov.ph or its substilute or replacement agency,
as the case may be.

PCPl, = equivalent to the Philippine Consumer Price Index (2006=100; for All
Income Households-All Ttems) for the month the contract was signed, as
published in the www.census.gov.pht or its substitute or replacement agency,
as the case may be.

NCi = as previously defined

n = as previously defined

@/‘_/‘/\/
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C. Variable Operations & Maintenance Payment

The Monthly Variable Operations & Maintenance Payment (MVOMP) shall be calculated as
follows:

MVOMP = [VOM*(PCPL/PCPIL)] * AE
Where:

VOM = Variable O&M Fee rate equivalent to PHP 0.40/kWh

PCPI, = equivalent to the Philippine Consumer Price Index (table 2006=100 summary for
Monthly CPI for All Income Households-All Items) of the anniversary month of the
contract, as published in the www.census.gov.ph or ils substitute or replacement
agency, as the case may be. '

PCPL, = equivalent to the Philippine Consumer Price Index (table 2006=100 summary for
Monthly CPI for All Income Households-All Teems) for the month the contract was
signed, as published in the www.census.gov.ph or its substitute or replacement agency,
as the case may be.

AE = Associated Energy

D. Fuel Payment
The Monthly Fuel Payment (MFP) shall be calculated as follows:

MFP = HFO Price * HFO consumption rate * AE

Where:

HFO Price = aclual Heavy Fuel Oil net delivered price, in
PHP/liter, based on “weighted average” invenlory
price;

HEFO consumption rate = (),2438 liter/kWh or the actual consumption ralc,

' whichever is lower;

AE : : = Associated Energy

LFO and Lube Oil Cost shall be compuled as follows:

LFO payméﬁt = LFO Price * LFO consumption rate ¥ n * TEU

Where:

LFO Price = actual Light Fuel Oil net delivered price, in

' PHP/liter, based on “weighted average” inventory
price;

LFO consumption rate = 200 liters per engine per instance of Start-up and
Shutdown;

TEU = Total number of engine used;

n = number of start-up and shutdowns.

LO payment = LO Price * LO consumption rate * AE

Where:
L.O Price = actual Lube Oil net delivered price, in PHP/liter,
based on “weighted average” inventory price; @\
LO consumption rate = (.0022 liter/kWh or the actual consumption rate,
whichever is lower;
AE = Associated Energy.
15
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APPENDIX B: TECHNICAL LIMITS

DEFINITIONS

All capitalized terms used herein shall have the meanings given to them in Section 1.1 of this

Agreement, except as otherwise defined herein.

TECHNICAL LIMITS

Technical Parameter

Maximum Monthly Capacity Factor
RH!HI) Up Rale‘

QRamp Down Rate

16

Technical Limit

 Seh

4 MW per minute

o 4 MW per mi mite



ACKNOWLEDGMENT

REPUBLIC OF THE PHILIPPINES)

PASIG CITY

} s.8.

1 g JAN 2016

BEFORE ME, a Notary Public for and in Pasig City, Philippines, this day of January 2016,

personally appeared:

Competent Evidence of
Identity

Date and Place Issued

Alfredo S. Panlilio

Passport No. EB5654502

Jun. 15, 2012/Manila

Romnie L. Aperocho

Passport No. EB9627487

Nov. 20, 2013/Manila

all known to me and to me known 1o be the same persons who executed the foregoing instrument for
and in behalf of their respective corporations, and they acknowledged before me that the same is their
free and voluntary act and deed, as well as that of theijr respective corporations, and that they are duly
authorized to sign, execute and deliver the same.

This instrument consists of __ pages, including this page on which this Acknowledgment is written,
and Appendices A and B, which are attached to this Power Supply Agreement, and all pages have been
signed by the Partics and their instrumental witnesses on each and every page hereof, and sealed with

my notarial seal.

IN WITNESS WHEREOQOF, | have hereunto set my hand and affixed my notarial seal on the date and

the place first above-written.

Doc. No: ;
Page No: ;
Book No: ;
Series of 2016.

; Pas;g. Patems,
S5 o July 13, 204

anby Decar,
I8P o fa et 31, 2016

o)
VN 550,

ATV CARMER GRACE g

NOTARY Py Réos

Taguig & San dyan
Sat Pasig City

: yrs
.. PTR No. 647395 03;%5??/5 pifgi" Chapter

£ Floo, Lopay Bidg,

17
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ACKNOWLEDGMENT

a E:RERUBiﬂC @F THE PHILIPPINES)
ﬁfﬁ:“%i‘&_ﬁka aorili i ) 8.5.

BEFFORE ME, a Notary Public for and Wieg oo Qitiy,”"‘Philippmes, thisk day of J%Jl er
2016, personally appeared:

Competent Evidence of Date and Place Issued
Identity
Arlo A.G. Sarmiento Passport No. EC0162066 Jan. 29, 2014/Cebu

known to me and to me known to be the same person who executed the foregoing instrument for and
in behalf of his corporation, and acknowledged before me that the same is his free and voluntary act
and deed, as well as that of his corporation, and that he is duly authorized to sign, execute and deliver
the same.

This instrument consists of __ pages, including this page on which this Acknowledgment is written,
and Appendices A and B, which are attached to this Power Supply Agreement, and all pages have been
signed by the Parties and their instrumental witnesses on each and every page hereof, and sealed with
my notarial seal.

IN WITNESS WHEREOF, [ have hercunto set my hand and affixed my notarial seal on the dale and
the place first above-written.

Doc. No: “{ ; NNITe X

e N MARCTPAR D-EALPAJAN
Page NQ-‘,__ : NOTARY PUBLIC FOR MARATI (11
BOOk No:L ; Appointment No. M-513

Series of 2016. Until 3 December 2016

PTR No. 3330349/ M aliat City/7 January 2016
IBP No. 1017835/ Pasie City {06 Javuary 2014
Roll No. 63058
& 6% Floors, Filipine Building, 133 Dela Rosa Street
coener Legaspi Street, Legaspi Village Maladi Ciny

18
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Republic of the Philippines

ENERGY REGULATORY COMMISSION
San Miguel Avenue, Pasig City

IN THE MATTER OF THE
APPLICATION FOR THE
APPROVAL OF THE INTERIM
POWER SUPPLY AGREEMENT
(IPSA) BETWEEN MANILA
ELECTRIC COMPANY
(MERALCO) AND 1590
ENERGY CORPORATION
(1590EC), WITH PRAYER FOR
PROVISIONAL AUTHORITY,

MANILA ELECTRIC COMPANY
(MERALCO) AND 1590

ENERGY CORPORATION
(1590EC),

Applicants.
X -X

JUDICIAL AFFIDAVIT OF CIPRINILO C. MENESES

ERC CASE NO. 2016 -

ANNEX ™

The following examination of witness Mr. Ciprinilo C. Meneses,
of legal age, with office address at 4" Floor, Technical Services
Building, MERALCO Compound, Ortigas Avenue, Pasig City, who is
an employee of the Manila Electric Company (“MERALCOQO”) as the
Head of the Energy Sourcing Office, was conducted by Atty. Angelica
Diane B. Monteza, counsel for Applicant MERALCO, at the 7™ Floor,
lLopez Building, Ortigas Avenue, Pasig City, this 18" day of January

2016.

The testimony of Mr. Ciprinilo C. Meneses is being offered to

show and prove:

1. The existence and details of the Interim Power Supply
Agreement (“IPSA”) executed between MERALCO and

1590 Energy Corporation (*1590EC");

B

n
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2.  The necessity for the issuance of a Provisional Approval,
to allow MERALCO to meet customer demand
requirements and to afford MERALCO’s customers the full
benefits thereof;

3.  The reasonableness and fairness of the provisions of the
IPSA, including the contract price thereunder;

4. Identification of documents in the course of the hearing;
and

5. Other matters relevant to the Application.

I, CIPRINILO C. MENESES, Filipino, of legal age, married, with

office address at 4" Floor, Technical Services Building, MERALCO
Compound, Ortigas Avenue, Pasig City, after being sworn in in
accordance with law, hereby depose and state:

QUESTION 1: What are your educational and professional

gualifications?

ANSWER 1: | have obtained a Bachelor's degree in Electrical

Q2:
A2:

Q3:
A3:

Q4:

Ad:

Engineering and in Computer Engineering from the
Mapua Institute of Technology and a Master’s degree
in Electrical Engineering from the University of the
Philippines-Diliman. Also, | am a Registered
Electrical Engineer.

Where are you presently employed?
At present, | am employed at the Manila Electric Company
("MERALCQO”) as Head of the Energy Sourcing Office.

Since when have you been employed in MERALCO?
| have been employed in MERALCO since 5 May 1982. On 20
January 2011, | became the Head of the Energy Sourcing Office.

What are some of your duties and responsibilities as the Head of
the Energy Sourcing Office?

My duties and responsibilities include, among others, planning
for the sourcing of MERALCO's capacity and energy
requirements, managing the Company’s energy sourcing
operations, overseeing the energy accounting and power
supplier bill validations, and participating in the negotiations for
power supply agreements and contracts.



Qs5:

Ab5:

Q6:
A6:

Q7:
AT:

Are you familiar with the case entitled: “/n the Matter of the
Application for the Approval of the Interim Power Supply
Agreement (IPSA) between Manila Electric Company
(MERALCOQO) and 1590 Energy Corporation (15690 Energy), with
Prayer for Provisional Authority” jointly filed by Applicants
MERALCO and 1590 Energy Corporation (“1590EC™)? If so,
why?

Yes, | am familiar with the same as | was directly involved in the
preparation of the Application and its Annexes, for submission to
the Energy Regulatory Commission (*ERC”) for approval. Also,
as a member of the power supply agreement working team of
MERALCO, | am cognizant of the Interim Power Supply
Agreement (“"IPSA") that was executed between the Applicants.

For what purpose is your Judicial Affidavit being taken?

My Judicial Affidavit is being taken in support of the aforesaid
Application for the Approval of the [PSA between MERALCO and
1590EC and the prayer for the immediate issuance of a
Provisional Authority to implement the same.

What are the salient provisions of the [IPSA?
The salient provisions of the IPSA are as follows:

“Article 1 Term and Effectivity

11 Term of Agreement

1.1.1.This Agreement shall become effective upon the
provisional approval (“Provisional Approval’) or
final approval (“Final Approval’) of the Energy
Regulatory Commission (‘ERC") (“Commencement
Date”), and shall expire on February 25, 2017, unless
terminated earlier in accordance with Article 9 of this
Agreement or extended by the application of Section
1.1.2 ("Term”).

1.1.2.The Term shali be automatically extended for an
additional period of one (1) year under the same
terms and conditions set forth in this Agreement,
unless terminated by either Party by sending written
notice to the other Party ninety (90) days prior to the
expiration of the Term. In no case shall the automatic
extension of this Agreement exceed two (2) years.

1.2 ERC Approval



1.2.1 Within five (5) days after the date of this Agreement,
the Parties shall file a joint application with the ERC
for the approval of this Agreement, including the
Contract Price as detailed in Appendix A (“ERC
Application”).

1.2.2 If the Provisional Approval or Final Approval requires
any portion of any sum that has been paid by Meralco
to Power Supplier to be adjusted, the Power Supplier
shall make the necessary adjustments in accordance
with the direction of the ERC. In the event of any
disallowance in the Contract Price, the same shall be
for the account of Power Supplier.

1.2.3 If the Final Approval requires an amendment of any
provision herein, including provisions on amounts
payable under this Agreement, or subjects such
approval to any material term or condition that is not
acceptable to either Party, acting reasonably
("Conditional Approval®), the Parties shall
cooperate in good faith to resolve the required ERC
amendment(s) or to address the material term or
condition. The Parties shall agree to:

(a) Within fifteen (15) days after receipt by the
Parties of the Conditional Approval, seek a
reconsideration of the Conditional Approval.
During the period that the motion for
reconsideration is pending, Power Supplier
shall make available the Contract Capacity and
Associated Energy following the rate in the
Conditional Approval, subject to the Final
Approval; and/or

(b) Within thirty (30) days after receipt by the
Parties of the Conditional Approval, revise and

file an amended Agreement for approval by the
ERC;

provided that if the motion for reconsideration is
denied by the ERC, or if the Parties fail to agree on
the amendment of this Agreement within the period
prescribed in Section 1.2.3 (b), or the amended
Agreement is disapproved by the ERC, or approved
by the ERC but still with any material term or
condition that is not acceptable to either Party, acting
reasonably, the Agreement can be terminated by any
Party by giving a thirty (30)-day prior written notice of
such termination to the other Party.



Article 2 Sale and Purchase of Contract Capacity and

2.1

Associated Energy
Supply of Power
Subject to the terms and conditions of this Agreement:

2.1.1 Immediately upon the Commencement Date, Power
Supplier shall make available, sell and deliver to
Meralco, and Meralco shall purchase from Power
Supplier the Contract Capacity and Associated
Energy at the Contract Price determined in
accordance with Appendix A.

2.1.2 Power Supplier shall not, without Meralco's prior
written consent, sell, divert, transfer, dedicate,
reserve or assign all or any portion of the firm
Contract Capacity and Associated Energy to any
person other than Meralco.

2.1.3 Power Supplier shall not be entitled to any
planned/scheduled or forced outage allowances.

XXX

Article 4 Billing and Payment

XXX

4.2 Payments

4.2.1 Provided that Meralco receives the Final Invoice
within the time set forth in Section 4.1.8, each Final
Invoice shall be due and payable not later than the
twenty fifth (25™) day of the calendar month following
the month in which the end of the Billing Period for
such Final Invoice relates; provided that if such day
is not a business day, then the Final Invoice shall be
due and payable on the next succeeding business
day (“Payment Date”); provided further that Meralco
shall not be required to make payment on any Final
Invoice that is manifestly in error, apparently invalid
or not in the form or substance contemplated by this
Agreement.



4.2.2 If Meralco disputes all or any portion of a Final
Invoice for a reason other than a manifest error in, or
the patent invalidity or incorrect form or substance of,
such Final Invoice, Meralco shall, nonetheless, pay
the full amount of such Invoice. Any payment by
Meralco under this Section is without prejudice to
Meralco’s right at a later date to dispute, protest or
question any amount so paid.

XXX
Article 5 Taxes, Fees and Costs
5.1 Responsibility for Taxes, Fees and Costs

5.1.1 Power Supplier shall be responsible for and shall
make timely payment of the following amounts:

(a) WESM Costs — Power Supplier;
(b) Benefits to Host Communities Charges; and
(c) VAT on the foregoing amounts, if any.

Power Supplier shall also be liable for the payment
of all other existing taxes, fees, charges and costs,
including penalties, arising from this Agreement that
properly pertain to the business of Power Supplier.

5.1.2 The following amounts that Meralco is responsible for
to third parties in connection with the purchase of
Contract Capacity and Associated Energy shall form
part of the price that Meralco will charge to its
customers:

(a) VAT on Contract Capacity and Associated
Energy in accordance with Bureau of Internal
Revenue (“‘BIR”) Revenue Memorandum
Circular No. 61-2005 and ERC Resolution No.
20-2005, except in respect of any portion
thereof that applies to VAT zero-rated and
VAT-exempt customers of Meralco;

(b} All fees and charges imposed by WESM to
Meralco, which include the following:

i.  line rental charges for the transmission of
Associated Energy from the Plant to the
delivery point;



ii.  Must Run Unit Adjustments;

iii.  Price Substitution Mechanism:;

iv.  Net Settlement Surplus; and
(c) NGCP Charges.
Notwithstanding this Section, Meralco shall, at all
times, be liable for payment of all other existing
taxes, fees, charges and costs, including penalties,
arising from this Agreement that properly pertain to

the business of Meralco.

XXX

Article 8 Termination

8.1

8.2

8.3

If for any reason, except as provided in Article 8, there is
an actual failure on the part of Power Supplier to make
available the Contract Capacity and deliver to Meralco the
Associated Energy for a period of ten (10) days, Meralco
shall send written notice to Power Supplier stating that
such a breach has occurred.

If, within thirty (30) days after receipt from Meralco of such
written notice (the “Curing Period’), the actual failure on
the part of Power Supplier to make available the Contract
Capacity and deliver to Meralco the Associated Energy has
not been remedied by Power Supplier, Meralco may
terminate this Agreement and pursue any remedy available
to it under this Agreement, at law or in equity.

Meralco shall, from and after the occurrence of a breach
under Section 8.1 and even during the Curing Period, be
entitled to source energy from the WESM or other parties
and Power Supplier shall be liable to pay Meralco the
difference between the amount Meralco actually paid for
such energy and the Contract Price.



8.4 Upon the early termination of this Agreement due to (i) an

8.5

8.6

actual failure on the part of Power Supplier to make
available the Contract Capacity and deliver to Meralco the
Associated Energy, or (ii) the failure of Meraico to pay the
Contract Price under the terms and conditions of this
Agreement, and without prejudice to any other provisions
of this Agreement prior to such early termination, the Party
in breach shall pay liquidated damages in an amount
equivalent to the present value of the Capital Recovery
Fees for the remaining Term discounted at twelve percent
(12%).

Either Party shall have the right to terminate this
Agreement by serving thirty (30)-day advance written
notice to the other:

(a) due to violation of any of the provisions hereof or any
of the grounds provided for herein;

(b} if the Parties fail to agree on the amendment of this
Agreement within the period prescribed in Section
1.2.3;

(c) if the amended Agreement is disapproved by the
ERC, or approved by the ERC but still with any
material term or condition that is not acceptable to
either Party pursuant to Section 1.2.3;

(d) orif the Parties fail to agree on a Price Adjustment,
pursuant to Section 9.4, within thirty (30) days from
notice by Power Supplier to Meralco of a Change in
Law;

Provided, that the termination under this Section shall not
prejudice the right of the aggrieved Party to liquidated
damages under Section 8.4.

Subject to seven (7) days prior written notice to Meralco,
this Agreement may be terminated by Power Supplier if:

(a) afterforty (40) days from filing of the ERC Application
for the approval of this Agreement, no approval has
been issued;



(b) a Provisional Approval or Final Approval has been
issued and Power Supplier is not amenable to any
changes in the terms and conditions of this
Agreement, including the Contract Price, as
approved in the Provisional Approval or Final
Approval.

(c) after thirty (30) days from due date, Meralco fails to
pay any undisputed amount in the Final Invoice;

(d) for any reason, the Power Supplier's lease on the
Plant is terminated or not renewed by the
government.

8.7 In the event of pre-termination of this Agreement on
grounds as provided in this Agreement, Meralco shall be
allowed to purchase energy from the WESM until such time
it is able to source available replacement capacity through
a competitive selection process as required by the ERC.

1t

XXX

A copy of the [PSA, including its attachments, is attached to the
Application as Annex “A”.

Q8: What is the capacity and/or energy contracted under the IPSA?
A8: The capacity contracted under the IPSA is as shown below:

TRADING
CAPACITY NS RUAL PERIOD
170 MW 10&%}2;35;?2& February 26 —
(firm) St July 25,2016
Up to 170 MW 1000H — 21100H July 26, 2016 —
(non-firm) Mondays to February 25, 2017
Saturdays ’




Q9:
A9:

What is the effective delivered price under the IPSA?

Based on simulations, the effective delivered price under the
IPSA for the supply month of May 2016 is PhP7.0869 per kWh,
as shown in the sample calculation below:

1590EC IPSA - Sample Calculation

May 2016
BIELING COMPONENT LENIY BILLING RATE | CP{ A Factor BIELING DETERMINANT AMOUNT (PHP)
A, Capital Recovery Payment
Peso Portion {Fhp/kW-mc} 356.6700 170,000 (kW) 62,333,500.00
B. Fixed Q&M Payment
Peso Portian (FhpfrW-ma} 3483300 10650000 170,000 kW) $5.216,100.00
€. Variabie O&BM Payment
Peso Portion {Fhp/ilh) 0.24000 | 1.000000 46,920,000 (kWh} 18,768,000.00
D. Fuel Payment
HFD Payment Peso Portion (Fhpfiiwh) 35823 46,920,000 (EWh) 1£8,030,357.08
LO Payment Feso Portion (Fhpfkwh) 0.1785 26,920,000 [kWh) 8,381,231.39
LFQ Payment Paso Portian {Php/stan-up) 104,858.48 41 | {ho. of stast-up} 4,299,184.49
TOTAL PAYMENT (ehp} 321,078,781.87
Effective Rate at Plant Gate {Php/kWh} 65,8431
WESM Line Rental Rate'” {Php/kwh} 0.2438
Delivered Rate {Php/kwh} 7.0869
Effective Cost at WESM Price™ {Php/kWh) 12.6213
Increase / {Decrease) over WESM Price {Php/kWh) [5.5344)
Meralco Captive Energy Demand®! {kWh} 2,851,523,324
Increase / {Decrease} in Generation Cost {Php} (259,673,583.10)
Increase / (Decrease] in Generation Cost (Php/kWh) {0.0907)

1]

ions:

(1} CPE Adj for Fixed D&M and Variable O&M based on FH CFI (2005=100) = 142,30, Dec 2015, base PH CP1 (2006=100) » 152 30, Dec 2015
{2) Estimated 1530EC Hine rentat rate based on atual Jan - Jul 2015 average line rentatk of 1556£C

{3) Cost if equivalent valume of 15305C was sourtad instead fram the WESM based on May 2016 forecast hourly pricas

{%) hteralco Captive Enesgy Demand based on May 2016 forecast

Q10:

A10:

Q11:

A copy of the 1590EC IPSA-Sample Calculation (May 2016) is
attached to this Judicial Affidavit as ANNEX “A”.

If approved, how will the IPSA affect the generation rates
imposed on MERALCO’s customers?

As seen in the rate impact below, for the duration of the term
(firm) of the IPSA, the simulated delivered price thereunder
would result in an overall savings of PhP0.0541 per kWh.

Impact to MERALCO Generation Charge

Generation Charge
PHP/KWhR
Mar - Ju! 2016 Overall
Without Bauang Interim PSA 487214
With Bauang Interim PSA 48180
ing / -dec, F&Wh ~0.0547
inc 7 -dec, Million PhF -732.08

A copy of the 1590EC IPSA-Rate Impact (March-July 2016) is
attached to this Judicial Affidavit as ANNEX “B”.

In the Application for the approval of the subject IPSA,
MERALCO prayed for issuance of a Provisional Authority. Why
is MERALCO asking for this provisional relief?

10



A11:

Q12:

A12:

this

There is a paramount and urgent necessity for the immediate
issuance of a provisional authority to implement the IPSAs in
order to reduce MERALCO's Wholesale Electricity Spot Market
(“WESM") purchases and protect its customers from forecasted
high WESM prices.

Based on its power supply-demand outlook for 2016, MERALCO
foresees a significant capacity deficit in its portfolio for the period
of March to October 2016 due to scheduled maintenance
shutdowns of its contracted generating units as well as possible
occurrences of forced plant outage.

If the IPSA is not implemented during said period beginning 26
February 2016, MERALCO will be constrained to source said
energy volume covered by the [PSA from the WESM. Hence,
the immediate implementation of the IPSA will clearly redound to
the benefit of the end-users as it will shield them from the
volatility of WESM prices.

Do you affirm and confirm the truthfulness and veracity of your
answers to the questions asked?
Yes.

IN WITNE@% WHEREOF, | have hereunto affixed my signature
EB O 4 , at Pasig City, Philippines.

CIPRINILO C. MENESES

Affiant

ATTESTATION

|, ATTY. ANGELICA DIANE B. MONTEZA, of legal age, Filipino,

with office address at 7™ Floor, Lopez Building, MERALCO Compound,
Ortigas Avenue, Pasig City attest to the following that:

| am the lawyer who conducted the examination of witness,

Mr. Ciprinilo C. Meneses;

| have faithfully recorded or caused to be recorded the

questions | asked and the answers given by the witness;

Neither | nor any other person coached the witness

regarding his answers.

11



IN WITNESS E\IHEREOF, | have hereunto affixed my signature
this eeB 04 200 5t Pasig City, Philippines.

ATTY. ANGELICA DIANE B. MONTEZA

Affiant

SUBSCRIBED AND SWORN TO before me this0 ¢ 208 of
January 2016 by Engr. Ciprinilo C. Meneses and Atty. Angelica Diane
B. Monteza, exhibiting their SSS [Ds with Nos. 03-6515286-8 and 34-
0968670-5, respectively, as proof of their identities.

Doc. No.: /% ;
Page No.: 27 -;
Book No.:
‘ ’ Roll No. 58643, 1BP No.[0737%; -8-# 2'5*A Chapter
Series of 2016. PTR No. /3340 -ftr s 2%
70 Floor, Lopez Bldg., Ortigas Ave., P Lty

12



1590EC IPSA - Sample Calculation
{May 2016) »}zzmx h

BILLING COMPONENT UNIT BILLING RATE | CPI Adj Factor BILLING DETERMINANT _ AMOUNT (PHP)
A. Capital Recovery Payment
Peso Portion {Php/kW-ma} 366.6700 170,000 (kW) 62,333,200.00
B. Fixed O&M Payment
Peso Portion {Php/kW-ma) 348.3300 1.G00000 170,000 (kW) 59,216,100.00
€. Variable O&M Payment
Peso Portion {Php/kwh) 0.4000 1.000000 46,920,000 (kWh} 18,768,000.00
b. Fuel Payment
HFQ Payment Peso Partion (Php/kWh) 3.5823 46,920,000 (kwh} 168,080,357.08
L0 Payment Peso Portion (Php/kWh) 0.1786 46,920,000 (kwh) 8,381,231.39
LFO Payment Peso Portion - {Php/start-up) 104,858.40 41} (no. of start-up) 4,299,194.40
TOTAL PAYMENT (Php} 321,078,782.87
Effective Rate at Plant Gate (Php/kWh) 6.8431
WESM Line Rental Rate!™ {Php/kwh} 0.2438
Delivered Rate (Php/kWh) 7.0869
Effective Cost at WESM Price? {Php/kWh) 12.6213
Increase / {Decrease) over WESM Price {(Php/kWh} {5.5344)
Meralco Captive Energy Demand™® {kwh} 2,861,523,324
increase / (Decrease) in Generation Cost (Php) {259,673,983.10)
Increase [ (Decrease) in Generation Cost (Php/kWh) {0.0907)

Assumptions:

(2} CP1 Adj for Fixed 08M and Variable O&M based on PH CPI (2006=100) = 142.30, Dec 2015, base PH CP! (20062100} = 142,30, Dec 2015
(2} Estimated 1550EC line rental rate based on actual Jan - hul 2015 average line rental of 1590€EC

(3} Cost if equivalent volume of 1590EC was sourced instead from the WESM based on May 2016 forecast hourly prices

(4} Meralco Captive Energy Demand based on May 2016 forecast

\ Prepared By: Ciprinilo C. Meneses

e

Dp&«,mimn -_wvn Rolando M. Cagampan




1590EC IPSA - Rate Impact

(March - July 2016)

ANNEX ™ "

Capacity Dispatch
MW GWh
Mar-16 Apr-16 May-16 Jun-16 Jul-16 Mar - Jut 2616 Qverall
1580EC interim PSA 25 20.06 43.69 46.92 51.51 44.71 206.89
PCE 18.85% 34.54% 38.33% A6.73% 26.53% 33.58%
Cost if Sourced
from WESM (PHP/kWh)
Mar-16 Apr-16 May-16 Jun-i6 Jul-16 Mar - Jul 2016 Qverall
1590EC Interim PSA 54818 9.3208 12.6213 13.4349 10,5303 10,9847
Delivered Price *
PHP/kWh
Mar-16 Apr-16 May-16 Jun-16 Jul-16 Mar - Jul 2016 QOverall
1580EC interim PSA 10.7359 7.2756 7.08569 6.8418 7.2101 7.4462

impact to MERALCO Generation Charge

* Assumptions:
- CP1 Adj far Fixed O&M and Variable O&M based on PH CPl (2006=100) = 142,30, Dec 2015, base PH
CPl (2006=100) = 142,30, Dec 2015
- HFQ, LFO and 1O Prices based on given cost by 1580EC
- Estimated 1580EC line rental rate based on actual Jan - Jut 2015 average iine rental of 1590EC

Generation Charge

PHP/KWh
Mar-16 Apr-16 May-16 Jun-16 Jul-16 Mar - Jul 2016 Overall
Without 1590EC Interim PSA 4.4298 4.6926 5.0062 5.0205 5,0361 48721
With 1590EC Interim PSA 44752 4,6597 5.0054 4,904 4.9807 4.8180
inc / -dec, P/AWA 0.0454 -0.0329 -0.0907 -(.1156 -0,0554 -0.05471
inc / «dec, Million PhP 105.40 -88,75 -259,67 -339.61 -148.44 -732.08
Impact to WESM Exposure
WESM share of Captive Demand
ar -
Yo
Mar-16 Apr-16 May-16 Jun-16 Jul-16 Mar - Jul 2016 Overall
Without 15S0EC Interim PSA 7.66% 7.50% 8.00% 7.58% 6.72% 7.51%
With 1590EC iInterim PSA 6.79% 5.90% 6.45% 5.82% 5.05% 5,99%
in¢ / -dec -Q.mo.n_\. -1.60% -1.84% -1.75% -1.67% -1.53%
WESM Price
PHP{kWh
Mar-16 Apr-16 May-16 Jun-16 Jul-16 Mar - Jul 2016 Overall
Luzon WESM Average Price 3,3709 5.9885 8.0426 8.5198 6.6227 6.5386

Cpode O fusn,

Preparpd By: Ciprinilo C. Meneses

vc/‘\

ReviewWéd By: Rolando M. Cagampan



MERALCO

ORTIGAS AVENUE, Pasic CITy
0300 PHILIPRINES

ANNEX "

SECRETARY'’S CERTIFICATE

I, WILLIAM 5. PAMINTUAN, a duly elected, qualified and incumbent Assistant Corporate
Secretary of the Manila Electric Company (MERALCO), a corporation duly organized and existing

under and by virtue of the laws of the Philippines, do hereby certify that:

) At the regular meeting of the Board of Directors of the Company duly convened and
held on December 14, 2015, at which meeting a quorum was present, acted throughout and
voted, the following resolutions were approved and said resolutions are in full force and effect

on the date hereof:

“RESOLVED, that the Board of Directors of the Manila Electric Company
Electric Company (MERALCO) hereby authorizes MERALCO to enter into an
Interim Power Supply Agreement with 1590 Energy Corporation (1590EC);

“RESOLVED, FURTHER, that the following officers, namely Messrs.
MANUEL V. PANGILINAN, Chairman of the Board, OS5CAR S. REYES, President &
Chief Executive Officer, ALFREDO S. PANLILIO, Senior Vice President, Head,
Customer Retail Services and Head, Corporate Communication and RONNIE L.
APEROCHO, First Vice President & Head, Networks, are hereby directed and
empowered, for and in behalf of the Company, to sign, execute and deliver any
contract, agreement, instrument, and other documents which may be deemed
necessary or appropriate for the purpose, and to perform or execute all other
acts and deeds as may be necessary or appropriate to carry out or accomplish
the said purpose;

“RESOLVED, FURTHERMORE, that the Board of Directors authorize, as it
hereby authorizes, MERALCO, through Ms. IVANNA G. DELA PENA, First Vice
President & Head, Regulatory Management Office and Atty. JOSE RONALD V.
VALLES, Vice President and Head, Regulatory Affairs, or any lawyer or employee
of MERALCO that any of them may designate, name or appoint:

(1) To file the appropriate application with the Energy
Regulatory Commission (ERC) for the approval of the
interim Power Supply Agreement between MERALCO and
1590 Energy Corporation (1590EC), for the supply and
delivery of electric power to MERALCO;

(2) to sign, execute, and deliver in connection therewith the
necessary pleadings, motions, verification, affidavit of
merit, certificate of non-forum shopping, powers of
attorney, and other instruments as may be necessary or
proper; and

(3) To designate, name, and appoint, a representative or an
attorney-in-fact in behalf of the Company during the
preliminary conference, pre-trial, trial, execution and all
other stages of or incidents related to the case,
proceeding or action; to negotiate, enter into, and agree
to an amicable settlement, make admissions or
stipulations of fact and/or documents; and to perform
and execute any and all actions and such other matters as
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and execute any and all actions and such other matters as
may aid in the prompt disposition of such case,
proceeding or action.”

WITNESS THE SIGNATURE of the undersigned as such officer of the Company and its
corporate seal hereunto affixed on this 2 3 :fav of January 2016.

W 2075

WILLIAM j PAMINTUAN
Assistant COrporate Secretary

AN 2016

SUBSCRIBED AND SWORN to before me this 2 8 t'}ay of January 2016, affiant
exhibited to me his Taxpayer Identification Number (TIN) 146-473-562, issued by the Bureau of
Internal Revenue (BIR} as his competent evidence of identity.
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Republic of the Philippines )
City of ) S.S.

SECRETARY’S CERTIFICATE

I, CATHERINE S. BRINGAS, Filipino, of legal age and with office address at 107
1st Midland Office Condominium Bldg., Gamboa Street, Legaspi Village, Makati City,
Philippines, after having been duly sworn to in accordance with law hereby depose and state
that:

1. Iam the duly elected Assistant Corporate Secretary of 1590 ENERGY CORP.,
a corporation duly organized and existing pursuant to and under the laws of the Republic of the
Philippines, with principal business address at Unit 907-908 Ayala Life-FGU Center,
Mindanao Avenue corner Biliran Road, Cebu Business Park, Cebu City (the “Corporation”).

2. During a Special Meeting of the Board of Directors of the Corporation held on
January 6, 2016 during which meeting a quorum was present and acting throughout, the
following resolutions were unanimously approved and adopted:

RESOLVED, that the Board of Directors of 1590 Energy Corporation
(the “Corporation®) authorize, as it hereby authorizes the Company to file with
the Energy Regulatory Commission (“ERC™) an Application For The Approval
Of The Interim Power Supply Agreement (IPSA) Between Manila Electric
Company (MERALCO) And 1590 Energy Corporation {1590EC), With Prayer
For Provisional Authority (the “ERC Application™);

RESOLVED FURTHER, that the Corporation be authorized to
appoint MR. THEQ C. SUNICO, Assistant Vice President for Trading and
Marketing, with authority:

a.  torepresent the Corporation in the ERC Application;

b. to execute, sign and obtain any document, including
verifications and certifications of non-forum shopping,
which may be required during the course of the ERC
Application;

¢.  to represent the Corporation as witness and/or to appoint
any person to represent the Corporation as its witness
during the hearing of the ERC Application; and

d.  todo and perform on behalf of the Corporation any act and
deed necessary to be done in the premises, and the
Corporation hereby ratifies and confirms all that he has



d. - to do and perform on behalf of the Corporation any act
and deed necessary to be done in the premises, and the
Corporation hereby ratifies and confirms all that he has
done or caused to be done in the course of the ERC
Application, and all that he shall do or cause to be done
by virtue of his authority;

RESOLVED FURTHER, that ATTY. JOAN A. GIDUQUIO-
BARON or any lawyers of J.P. GARCIA & ASSOCIATES LAW
OFFICES, be authorized to represent the Corporation in the ERC
Application, with authority to:

a. to represent the Corporation and to appear for or on its
behalf in all proceedings, including pre-trials, hearings,
meetings and discussions before the ERC in respect of the
ERC Application, to perform any and all acts and deeds
and to submit and sign such documents and pleadings
necessary to implement this authority;

b.  to act as agent of and appear in behalf of the Corporation
in the proceedings relating to the ERC Application, with
full power to make commitments and take positions, and
to consider (i) the possibility of an amicable settlement or
a submission to arbitration, mediation or other modes of
alternative dispute resolution; (ii) the simplification of the
issues; (iii) the necessity or desirability of amendments to
the pleadings; (iv) the possibility of obtaining stipulations
or admissions of facts and of documents tofally or
partially to avoid unnecessary proof; (v) the limitation of
the number of witnesses or time allocated to particular
witnesses and issues; (vi) the advisability of a preliminary
reference of issues to a commissioner; (vii) the necessity
or desirability of having an expository hearing or
consumer forum; (viii) the procedures at the hearing and
hearing schedule; (ix) the submission of written
testimony and exhibits to be offered and the marking
thereof; (x) the agreements regarding service of
documents; and (xi) such other matters as may aid in the
prompt disposition of the proceedings;

c. to negotiate, conclude, enfer into and execute a
compromise or amicable settlement of the Application, if
appropriate, or to submit the Application to alternative
modes of dispute resolution, under such terms and
conditions as they may deem just and reasonable;

d.  to file any appeal or represent the Corporation in further
proceedings;



e.  toappoint such other counsel as may be necessary; and

f.  to do and perform on behalf of the Corporation any act
and deed relating to the ERC Application which the
Corporation could legally do and perform.

- RESOLVED FINALLY, that the Corporation hereby ratifies and
confirms all that its authorized representatives have done or caused to be done
on behalf of the Corporation in the course of the ERC Application.”

3. These Board resolutions have not been revoked, amended or modified and
remain valid and binding on the Corporation.
4. The foregoing Board resolutions are in accordance with the records of

Corporation.

IN WITNESS WHEREOF, I have here unto set my hand this
at Makati City Philippines.

CATHERINE S. BRINGAS
Assistant Corporate Secretary

SUBSCRIBED AND SWORN TO, before me this _JAN ¢ 1 2016 affiant
personally exhibited to me her Driver's License No. D16-01-248424 which expires on
September 30, 2018 and issued at LTO Head Office Quezon City, Philippines, as competent
proof of her identity.

Witness my hand and seal.
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Republic of the Philippines
SANGGUNIANG PANLUNGSOD

City Government of Pasig

ACKNOWLEDGMENT

This is to acknowledge the receipt of a copy of Manila Electric
Company’s (MERALCO) and 1590 Energy Corporation’s (1590EC) verified
Joint Application entitled “IN THE MATTER OF THE APPLICATION FOR
THE APPROVAL OF THE INTERIM POWER SUPPLY AGREEMENT (IPSA}
BETWEEN MANILA ELECTRIC COMPANY (MERALCO) AND 1590 ENERGY
CORPORATION ({1590EC), WITH PRAYER FOR PROVISIONAL AUTHORITY,”
with attached Annexes, being served by MERALCO, prior to its filing with
the Energy Regulatory Commission (ERC).

This acknowledgment is being issued upon the request of MERALCO
for whatever legal intents and purposes it may served.

Issued this 4th day of February 2016 at Pasig City.

LOIDA @fMUEVA

Acting City Counci! Secretary




EMENGY REGULATORY COMMISSION « PHILIPPINES

ENERGY REGULATORY COMMISSION STATEMENT NO : 2016.PSA.0295

hitp: f fwww, erc.gov.ph

Facific Center Building

San Miguel Ave, Pasig City

“hone 689-5372 10c.5378 Fax 638-4519

#LTO: MANILA ELECTRIC COMPANY AND 1590 ENERGY CORPORATIO DATE ISSUED : February 05, 2016

Brgy. Ugong, Pasig City
DUE DATE : February 10, 2016

s ‘% STATEMENT OF ACCOUNT

: PARTICULARS AMOUNT
| application for approvat of the Interim Power Supply Agreement between MERALCO and 1590 Energy Corporation with 3,700.00
! arayer for provisional authority(Revenue Code: 4-02-01-010)
1
* UPLRF(Revenue Code: 4-02-01-010 ) 37.00
L TOTAL AMOUNT (PhP) 3,737.00
‘ THREE/THOUSAND SEVEN HUNDRED THIRTY SEVEN PESQS
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iRTAIN SEGMENTS of ihe
sidential market may bevuiner-
le 10 a slowdown, o real estate
\nsory firm said, as plunging oil
) rbnsjons u:

A

80%0f the.

sets

the Middte East threaten to hwrt
one of the key drivers of home
sales: remittances.

Pevelapers, however, see
“minimal impact” should the cri-
sis escalate given their diverse
customer base ﬂ'l](l revenue
slreams,

With estimates that around

' :.Oi

is either directly bought or ber
ing financed by noney coming
from overseas Filipino workers
(OFWs), demand for new projects
may be afected by a "major dis-
ruption in [their] source nud fevel
of income,” Claro dG. Cordero Jr.,
head of research and waluation
at Jones Lang LaSalle, said ina

RHrsan

3id to cut
reight
ates nixed

FUMBRELLA group for Philip-
se truckers yesterday thumbed
wn a proposal Lo slash freight
es by more than 30% to the
'may of exporters that nced
Ar logistics service.
The Confederation of Truck-
| Association of the Phils, Inc,
[AP) regrouped on Wedues-
7 following medin reports that
1ad planned to lower trucking
es to P8Q00 per twenty-foot
avalent unit {TEU) from the
rent P12,000 TRU.
“Our rales were already re-
el by 20% last year, It was de-
ed by the board Lhis aflernocn
it we will not reduce it any-
ve,” CTAP Chairman Rodotfo
Je Ocampo said in a telephone
erview alter the group held its
wd meeting,
“Sagad na kams, di ma kenti
ede maghaba sa 18,000 kasi
kilirapan na kami. Hiudi na
n hanapbuhay (Phe rates have
iched beltom. We can’t go down
P8,000 because that woulil be
+d on us, It would no longer be
Freight, ST73
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“With the news of possible
displacement of a number of Fili-
pinos working in the Middle
East, the adverse impact is likely
te manifest in the growth of
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mid. residential condominium
developnients, ependence of a
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Mass housing developer 8
Uoldings, Inc. President Jum
Jesus Gregorio B. Atencio IT1
the first to acknowledge that
unfolding events in the Mic
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is 1he likely reason for this,” Mr.
Cordere added.

Low-mid developments are
priced between P15 mitlion and
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Republic of the Philippines
ENERGY REGULATORY COMMISSION
San Miguel Avenue, Pasig Cily

{E MATTER OF THE APPLICATION
THE APPROVAL OF THE INTERIM
ER SUPPLY AGREEMENT
4) BETWEEN MANILA ELECTRIC
[PANY (MERALCQ) AND 1580
RGY CORPORATION (1SS0EC)
i PRAYER FOR PROVISIONAL

ITY,
HOR ERC CASE NO, 2016- ___RC
LA ELEGTRIC COMPANY
RALCD) AND 1530 ENERGY
PORATION (1590EC),
Applicants,

JOINT APPLICATION

Applicanis MANILA ELECTRIC COMPANY ("MERALCO") and 1590
RGY CORPORATION ("459DEC"}lhrough their respectivo undersigned
isel, respectlully stato:

1. Applicant MERALCC 15 a private corporation existing under
aws of lho Republic 6f the Philippines, with principal office lacated at Orligas
e, Barangay Ugong, Pasig City. It may be served wilh notices and other
esses of this Honorable Commisaion Thraugh its counse! al the address
ated herein

2 MERALCO has a legislalive franchise to operale and
\lain a distribution system In the citiesfmunicipalilies of Metro Marita,
can, Cavite and Rizal ang certain cities, municipatibes and barangays in
ingas. Laguna, Quezon and Pampanga, pursuan to Rapublic Act No. 9209,
is amtharized to charge all its customess for thair electric cansurplion al the
s approved by lhis Henorable Commission

3 Applicant 1380EC 18 a corporalion duly orgamzed and
kng under the laws of the Republic of the Philippines. wilh its olfice
‘ess al 107 Midlang Condeminium, Gamboa Street, Legaspi Village, Makali
. Metro Manila It may be served with notices and olher processes of this
orable Commission through its counsel at the address indicaled herein.

4 1500EC operates and manages the energy culpul of the
MW bunker oil-fired dicsel engine power plant located at Bavang. La Union
“Plant

5 Based on ils power supply-demand oullook for 2016,
WALCO foresees a signilicent capacily deficit in ris parifelio for the period
tarch to October 2036 due lo scheduled maintenance shutdowns of its
racted generating unils as well as possible occurrences of lorced plant
ge

G (0 viewy thereol, ang m order 1o miligate exposure lo the
Mesale Electricily Spol Markel (WESM™), there is a need for MERALCO 1o
‘ce additional capacily through short-term bilateral power supply conlracls

H . Under Section 45(b) of Republic Act No. 9136 {"EPIRA").
prowided that ~Disirbulion wtilites may erter into bilalerai power Stupply
'racts subject e reviaw by the ERC xxx™. . .

8, Accordingly. after the conduct of a cofripstitive: selection
088 in accordance with ERC Rosolution No, 13, Sérfes of 2015, and
sequen! geod faith negolialions, on January 19, 2016, MERALCO execuled
Interim Power Supply Agreement (IPSA”) with 1S90EC Ior the capacity
sated below:

CAPACITY TRADING INTERVAL - PERIOD
170 MW ~ 1000H— 2160H, February 26 —
(firm} __Mondays to Saturdays. July 2572016
Up to 170 MW * 1000H - 2100H July 26,2016~
{nonfiim)’ tdondays to Saturdays Fabruary 25, 2047 |
TRt RF L - " T
9 The IPSA. a copy of which is atiached as ANNEX “A" and

1o 2n inlegral part hereod, contains the following salient features:

“Article 1 Term and Effectivily

11 ‘Tarm of Agreament

111, Tms Agieement shall become  elfective
upon the provisional approval (‘Pravislonal
Approval’) of final approval {*Flnal Approval)
of the Energy Regulalory Commission ("ERC™)
(‘Commencement Date”}, and shall expire on
February 25. 2017, unless lerminated earlier
in accordance with Article @ of this Agreement
o exlended by the application of Section 1.1.2
("Term®)

1.12.  The Term shali be automatically extended for an
additional period of ane {1) yoar undor the same
terms and conditions sel ferlly in this Agreement,
unless fesminaled by eitber Party by sending
writlen notice ¥ the ciher Party ninety (90} days
prior o lhe exmration of the Term. In no case
shall the automatic extension of this Agreement
excead two (2) yaars

1.2 ERC Approval

121 Withiniva (5)days alter Inedaleal this Agreement,
the Parlies shall file a joint application with 1he
ERC for the approval of this Agreement. including
the Contragt Price as detailed in Appendix A
{*ERC Application”)

122 If tha Provisional Appraval or Firal Approval
requires any porlion of any sum ihat has been
paid by Meealco lo Power Supplies to ba adjusted,
the Power Supplier shall make the necessary
adjusiments in accordance wilh the diraclion of
the ERC. In the ovant of any disallowance in the
Conlract Price. tha same shall be for 1he account
of Povrer Supphar

123 Il lhe Final Approval requires an amendment
of any provision herein, including pravisicns
on amounts payablo under this Agreement, or
subjects such appioval to any material term or
condition that is not acceptabla 1o sither Party,
acling reasonably ("Conditional Approval’), the

Article 2

21

Sale and Purchase of Contract Capacity aad
Assoclatod Enargy

Supply of Power

Subject ta the terms and condilions of this Agreement

Fan

2.1.2

213

immediately upon Ihe Commencement Date.
Power Supplier shall make available, sell and
delivor to Meraco. and Meralze shall puichase
from Power Supplier the Contract Capacity
and Associated Energy &t Ihe Caonlract Price
delermined In accordance with Appondix A,

Powar Supplier shall not, withoul Meralco’s prier
wrilten consent, sell, divert. transfer, dedicate,
reserve of assign alk or any porion of the firm
Conftract Capaaty and Associated Energy to any
person other than Meralco

Pawer Supplier shall not be entitied to any planned/
scheduted of forced cutage allowances.

b

Articla 4 Billing and Payment

42

XXX

Payments

4.2.1

422

. Provided lhat Meralco receives tha Final Imvoice

within the lime set forth in Seclion 4,16, each
Final Invoico shall be due and payable not Inter
than the- twenly f&th (257} day of the calendar
monih following tha month n which Ihe end of
the Billing Period for such Final Invoice relates.
provided that if such day is not a businass day.
then the Fina! nvoice shall be due and payatle
con the nexd succeeding business day ("Payment
Dale™), providad further that Moralco shall not be
required to make payment on any Final Invoice
that is manifeslly in emor apparently Invalid or
not in the form or substance contemplated by this
Agreement.

I* Meralco disputes all or any portion of a Final
Invoice for a reason olher than a manfest error
in, or the palenl invafidity or incorrect form or
substance of, such Final Invoice, Meraico shall,
nonetheless, pay the full amount of such Invoice.
Any payment by Meralso under this Seclian is
without prejudice to Meraloo's nght at a later date
lo dispute, protes! or question any amount 50
paid.

Pt

Arficla 5 Taxes, Fees and Cosis

54

Responsibility for Taxes, Foes and Costs

511

512

Power Suppiier shall be responsible fer and shall
mahe fimely payment of the following amounts:

(a) WESM Costs — Power Supplier,

(b} Benefits 1o Host Communities Charges.
and

{c) VAT on lhe feregoing amounts, i any.

Pawer Supplier shall also e liabla for the payment
of al cther existing faxes, fees. charges and costs,
including penallies. ansing from this Agreement
that propery perain lo the busingss of Power
Supplier.

The following amounls that Meralce is responsible

.-.Jot 1o third patligs in connection with the puichase

of Contragt Capacity and Associated Energy shall
form part f tha prica that Meralco will charge to its
<ustomers

(3) VAT on Gonlract Capacly and
. A ialad Energy in accord with
Bureau of Internal Revenue ("BIR’)
Revanue Memorandum Gireufar No. 61-
2005 and ERC Resolution No. 20-2005,
except in respect of any podion thereaf
that applies 1o VAT zaro.rated and VAT-

exemp! custemers of Merafeo.

{0} All fees and charges imposed by WESM
to Meralco, which include the following

i fine rental charges for lhe
transmission of Associated
Energy from the Plant to the
delivery point:

i Kust Run Unit Adjusimenls;

i Prce Substitution

Mechanism,
iv.  Mel Seltlement Surplus; and

{©) NGGP Charges

Notwithstanding this Sechion, Meralco shall. at all
nmes, be liable for payment of all other existing
taxas, fees. charges and costs. including penallies,
arising from this Agreement that properly pertain
10 the business of Meralco.

A0

Articlo 3 Termination

81

8.2

It for any reasan, except as provided in Article 6. there 15 an
aciyal failute on the part of Power Supplier to make available
the Conlract Capacity and deliver to Meralco the Associated
Energy for a period of ten (10) days, Meralco shall send
wrilten nolice lo Power Supplier statng thal such a breach
has occumed.

H. withins thirty (30} days afler receipt from Meralto of such
writlens nolice {the *Guring Period"). lhe actual failure o
tha nart of Pawer Supnliar In make avalable the Contract

{t) if Ihe amendod Agreement 15 disappeoved by th
ERC, or approved by the ERC bul still wilh ar
material term or condition lhat is rot acceptabled
either Parly pursuant te Seclion 1.2.3:

{d) or if the Parbas fail 1o agree on a Prce Adjusimen
pursuanl to Section 9.4, wilhin thirly (30) days frot
notice by Power Supplier to Meralco of a Chang
n Law.

Provided, that the terminalion under Lhis Section shal! ix
prejudice the right of the aggrleved Party to liquidate
damages under Seclion 8.4

8.6 Subject to soven (7) days prior wrilten notica to Maraleo. 1
Agreement may be terminated by Power Supplier if:

6] after forty (40) gays from filing of the ER
Application for the approval of this Agreamemt,
approval haa been fssued:

(0] a Provisional Approval or Final Approval ha
been issued and Power Supplier is nal amanab!
fo any changos in the lerms and condifions
this Agreemenl. inchding the Conlract Price, 3
approved in the Provisional Approval or Fin:
Approval.

() after thirty (30) days from due dale, Meralco fails |
pay any undisputed amount in the Final Invoice:

{d) for any reason, the Power Supplier's lease o
the Plant is terminated or not renowed by th
governmenl

87 {n the event of pre-termination of this Agreemnent on ground

as provided in this Agreement. Meralco shall be aliowed |
purchase energy from the WESM until such time dis ablet
source available replacement capacily through a compelitiv
selection process as required by the ERC.

xxx”
10 Basad on simulations. iha effectve deliverad price under th

IPSA for tha supply menth of May 2016 1s PhP7.0860 per kWh, as shawn in th
sample calcutation below
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1 As seen in Ihe rate impact below. for the duration of the ter

(firm} of the {PSA, the simulated delivered price there under would result In a
overall savings of PhP0.0541 per kWh

impact to MERALCO Generation Charge

Generation Charge
PHRIKWhH
. Mar - Jut 2016 Overall
Wilthout Bauang Interim PSA 48721
With Bauang Interir PSA 4.8180
Inc/ -dec, PRWh -0,0541
inc /-dac, Miltion PhP -732.08

onsin S { Pravar for Provisional Author

12. As pteviously menticned, based on MERALCO's powe
supply-demand outiook for 2016, a significant capacity deficil in is porifolio fo
the petied of March to October 2016 18 foreseon due to scheduled maintenanc
shutdowns of its contracted generating units as well as possible occurrencas ©
forced plant outage

13 Consequently, if the IPSA is nol implemented dunng sai
period, MERALCO will be constrained lo source from the WESM, where price
are volalle. especially during the summar months. This can be further aggravate
and would likely resuit in higher WESM prices in ght of the very tight suppt
under thin reserve margin conditions during sald period.

14 Accordingly. Ihere 15 a paramount necessily for the trmel
approval of this Applicaton, and for Ihe 1ssuance of a provisional authorl
therefote, 86 thal MERALGO can immediately implemend the [PSA In ordor b
reduce MERALGO's WESM purchases and protect ils customars from forecastel
nigh WESM grices, to help ensure reasonable prices of electricity for sucl
customers, especially during 1he criical penod of 26 February to 25 July, 2016

15 In suppart of this Appheaben. the Judicial Affidavil of MR
CIPRINILO €. MENESES, Head of MERALCO's Energy Sourcing Qffica. i
attached as ANNEX "B and made an integral parl hareol.

PRAYER

WHEREFORE, premises considered, it 1s respaclfully prayed thal thi
Honorable Commissian

H Upon initial raview of this Application and pending hearing on lha merils
isstza an Crder provisionally approving the implementation of the IPSy
between MERALCO and 1590EC, lhereby authorizing 1590EC %
chatge and callect from MERALCO efectricily fees based on raltes tha
Ihis Honorabla Comnussion may provisionally approve, and authorizing
MERALCOQ to pass ihe full amount thereof to its customers; and.

2. After Trial on he merits, issue a Decision appioving the IP3A. therel!
autherizing 1580EC to charge and collect from MERALCO the electrial:
fees based on the finat rates approved by Ihis Honorable Commission
and authorizing MERALCO to pass lhe full amauni thereof to i:
cuslomers.

Wit feurthasr racnoctill nraved lhat in jha auant that the rate nmuicinnalh



. P
-

) 1. * Applicant MERALCOQ is & privale corporation existing under
1e laws of the Republic of the Philippines, wilh principal affice located at Ordigas
wenue, Barangay Ugong. Pasig City. i may be served wilh nolices and other
rocesses of Thia Honorable Commission through ils counse! at the address
icated herein.

2 MERALCO has a legisiative franchise io operate and
1aintain 2 dislnbution system i the citiesimunicipalites of Meto Manila,
ulacar, Cavite and Rizal and cerlain cities, municipaliltles angd barangays in
alangas, Laguna, Quezon and Pampanga. pursuant {o Republic Act No. 9209,
ad is authorized to charga allils customers for their electiic cansumplion at he
ites approved by this Honorable Commisgion

3 Apphicant 1580EC 15 a corporation duly orgamized and
xisling under the laws of the Repubthc of the Philippines. with ils office
idress ai 107 Midland Condaminium, Gamboa Sireet. Legaspi Village, Makali
ily. Metro Manila. )t may be served wilh notices and olhar processes of this
cnorable Commisston through its caunsel at the address indicated herein.

4 153CEC operates and manages lhe energy oulpul of the
15 MW bunker cil-ired dicsel engine power plant located al Bauang, La Union
e “Plant’)

5 Based on its power supply-demand outlook for 2016,
ERALGO foresees a significant capacity deficit in iis portiolio for the period
March to Octaber 2016 due lo scheduled maintenance shuldowns of its
miracled generating umits as well as possible occurrences of forced plant
itage

G In view thereol. and i crder to mitigate exposuie to the
holesale Electnicily Spet Market ("WESM"). there 1s a need for MERALCO to
urce additional czpacily through shott-terim bilateral power supply conteacts

7 Under Seclon 45(b) of Republic Act No. 9136 ("EPIRA™),
15 provided that "Distnhution utilities may enter wite bialeral power supply
riracts subjact lo review by the ERC xxx",

a. Accerdingly. afler the conduct of a compelitive selection
atess in accordance with ERC Resolstion No. 13, Series of 2015, and
bsequent good faith negotiations, on January 19, 2016, MERALCO executed

Interim Power Supply Agreement (IPSA"} with 1590EC for the capacity
licated balow:

CAPACITY TRADING INTERVAL FERIOD
170 MW 100GH - 21008, February 26 -
Lfirm) Mondays to Saturdays. July 252016
Up o 170 MW 1000H - Z100H July 26, 2016 —
(non-finn) Mandays to Saturdays Fobtuay 25, 2017
9 The IPSA, a capy of which is atiached as ANNEX *A" pnd

ide an integral part haraof, cenlaing the followmg salient faatures:

“Article 1 Term and Effectivity

1.1 Term of Agreomaont

111 This  Agreemenl shall become  elfective
upon the provisional approval ("Provisional
Approval’) ar final approval (“Final Approval™)
of the Energy Regulalory Commission ("ERC"}
{"Commancement Date™), and shall expire on
February 25 2017. unless ferminated ealier
in accordance with Aricle 9 of this Agreement
or extended by the application of Section 1.1.2
("Term").

112 The Term shall be avtomalically extended for an
additioral pened of ona (1) yoar undar the same
terms and condilions sel forlh in this Agreement,
untess texminated by eilher Party by sending
willen notice 10 the other Parly ninaty (30) days
prior te the expication of the Term. In no case
shall the automalic exlension of this Agreemant
exceed two (2) years

1.2 ERG Approial

1.21 Withinfive(5)days alter the date ofthis Agresment,
Ihe Parlies shall file a joint application wilb the
ERC for the approval of this Agreement, including
the Contract Price a3 delailed in Appendix A
("ERC Application”).

122 If the Provisional Approval or Final Approval
requires any postion of any sum that has been
paid by Meraico Lo Pawer Supplist to be adjusted,
the Power Supplier shall make Ihe netessary
adjusimenls in accordance wilh the diregtion of
lhe ERC In the evont of any disallowance in tha
Cenlract Price. the same shali be for fhe account
of Power Supplier

123 It the Final Approval requires an amendment
ol any provisicn herein, including previsions
on amounls payable under this Agreement, or
subjects such approval 16 any matarial term or
condition lhat is nol acceptable to either Party,
acling reascnably ("Goenditional Approval'’), the
Parligs shall cooperate in good faith to resolve
the required ERC amendment(s) or to address
Lhe material term or condition. The Parties shall
agree lo:

(a} Wittun fifleen (15) days afer receipl
by lhe Parties of the Canditional
Approval, seek a reconsidaration of the
Genditional Approval, During the period
Ihat the motion for reconsideration is
pending, Power Supplier shall make
available the Conlract Capacity and
Assaciated Energy foliowing the rate in
1he Conditional Approval. subject to the
Final Approval; and/or

(b) Withun thirty {20} days ofter receipt by
the Partias of the Conditional Approval,
revise and file an amended Agreement
lar appsaval by the ERC;

provided that if the molion for seconsideration is
denied by the ERC, or if the Parties fail lo agrea
on the amendmeni of lhis Agreement wilhin 1he
period prescribed in Section 1.2.3 (b), or tha
amended Agreement is disapproved by the ERC,
or approved by the ERC but still with any material
term or condilion that ts not ac¢eplable to either
Parly. aciing reascnably, the Agreement can be
lerminated by any Paidy by giving a iry (30)-
day prier wrilten nolice of such termination to the
clher Party

421 Provided that Meralco receives the Final tavoice
wilhin the tima sef forth in Seclion 4 15, sach
Final Invoice shall be due ond paynbte nat later
than the- twenty ffth (25" day cf the catendar
monih followang the month in which lhe end of
the Billing Peried for such Final Invoice relates:
pravided Lhat if such day 15 not a business day,
then the Final Invoice shall be due and payable
on the nex succeeding business day { Payment
Date’); provided further that Meralco shall not be
tequired to make paymen! on any Final Invoice
thal is if IR arror. app: y invalid or
not in the form or substarce contemplated by this
Agreement.

4.22 If Meralco dispules all or any portion of a Final
Inveice for @ reason olher than a manifes! error
n, of the patent invalidity or incorrect form or
subslance of, such Final Invoice. Meralco shall,
nanctheless, pay the full amount of such Inveice.
Any nayment by Meralco under this Section is
vithout prejudice 10 Meralco's right al a fater date
lo dispute, prolest or question any amounl so
paict.

XX

Arlicle 5 Taxes, Fees and Coslts

5.1

Respensizllity tor Taxes, Fees and Costs

5.11 Power Supplier shall be responsible for and shall
make limely payment of lhe following amounts'

(a) WESM Cosls — Power Supplier:

{6} Benefils to Hosl Communilies Chargas,
and

€) VAT on Ihe faregoing amounts, if any

Pawer Supplier shall also be iakle for the payment
af all other existing taxes, fees, charges and costs,
including penaltes, ansing from this Agreement
thal properly pertain to the business of Power
Supplier

512 The following amcunts thal Mesalco is responsible
for lo third padios in gonneclion with Iha purchasa
of Contrag) Capacity and Associated Energy shall
ferm part of the price that Meratco will charge ta its
customers:

{a) VAT on Conlragl Capacily and
Associated Energy in accordance with
Bureau of Inlernal Revenue (BIR'}
Ravenue Memarandum Circular No. 61-
200% and ERC Rasolulion No. 20-2005.
except in respect of any poriioh thereof
1hat applies to VAT zero-rated and VAT.
exempl customers of Meralco;

[13)] Alt fees and charges imposed by WESM
1o Merafco, which include the following

1 ine fental charges for the
fransmussion of Associated
Energy from tha Plant to the
delivery pont:

i Must Run Unit Adjustments;

i Price Subshtution

Mechanism;
w  Net Seltiement Surplus: and

(8] NGCP Chargns

Metwithstanding 1his Section. Meralco shall, at all
times, be liable for payment of all other exisling
taxes. fees, charges and costs, including penallies,
ariging from this Agreement that proparly pertain
(o the business of Meralco.

X

Articlo 8 Termination

8.1

8.2

83

8.4

8.5

It for any reason. oxcepl as provided in Article 6, there 1s an
actuat failure on the part of Power Supplier lo make avadable
the Contract Capacity and deliver lo Meralco the Associated
Energy for a peried of fen (10) days. Merako shall send
wntlen nolice to Power Supplier staling thal such a breach
has occurred

11, withiny fhirty (30) days alter receipt from Merako of such
wrilten notice (lhe "Curing Perled™), the aclual faijure on
the part of Power Supplier 1o make available the Contract
Capacly and deliver 1o Meralco the Associated Energy
has nol been remedied by Power Supplior, Meralco may
terminate this Agreemen? and pursue any remedy avallable
to it under Ihis Agreement, at law or in equily.

Meralco shall, from and after lhe occurrence of a breach
under Seclion 8.1 and even during the Curing Period, be
onlilled to source energy from lhe WESM or other parlies and
Power Supplier shall be liable to pay Meralce the dilference
between the amount Meralco actually paid for such energy
and the Coniract Price.

Upon the early termination of this Agreement dus 1o (1} an
actual failure on the part of Power Supplier to make available
the Contract Capacity and defiver to Meralco the Associated
Enecgy, or {ii} the failwe of Merakio to pay the Contract
Price undef Ihe terms and corditions of this Agreement, and
without prejudice 1o any alher provisions of this Agreement
prior to such early lerminalion, the Party in breach shall pay
liquidated damages in 2n amount equivalent to the preseat
value of the Capital Recovery Fees for tha remaining Term
discounted at twelve percent {12%).

Eilher Party shall have the right o terminale this Agreement
by serving thirty {30}-day advance wzilien notice to the olher:

{a) due lo violatien of any of the provisions hereof or
any of the grounds provided for herein;

[1+)] sfthe Parties fail to agree on the amendment of this
Agreement within the peried prescribed n Section
123

1y QnGi wm gy o) ddyh ITUF QU UdEE, MEraco 1ai
pay any undisputed amount i the Final Involgs

)y for any reason, the Power Supplier's loaso
the Plant is lerminated or not renewed by
governmenl

87 in the event of pre-termination of Ihis Agreement on grow

as provided in this Agreement, Meralco shall be allowet
purchase energy from lhe WESM until such time it is abk
source avatlatle replacement capacily through o competit
selecton process as required by the ERG,

Xxx”
Based on simulations, the elfective delivered price under

10
{IPSA for the supply month of May 2018 15 PhPT 0869 per kWh. as shown in |
sample calculation befow:
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May 2018
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11 As seen in the rate impact telow, for the duration of the ten

(firm} of the [PSA, the simulated delivered pnce there under would resull in a
overall savings of PhP0.0541 par kWh

Impact to MERALCOQ Generation Charge

Generation Charge
PHPIkWh
, Mar . Jul 2016 Overall
Withoul Bauang Interim FSA 4.8721
With Bauang Inlerim PSA 48180
fnc/-ggc, PIRWh -0.0541
inc /-lac, Million PhP 2732068
Al fons.in § ip for Provi 1A !
12. As pravicusly menlioned, based on MERALCO's powe

supply-demand cutlock for 2016, a significant capacity deficil in its portiolio fo
the peried of March to October 2016 is foreseen due to scheduled malntenance
shutdowns of its contracted generating unils as well as possible accurrences o
forcad plant cutage

13 Consequently, if the IPSA is not implemanled during saic
penod, MERALCO will be constramed to source from lha WESM, whera prices
are volatile, especially dunng the summer manths, This can be furher aggravated
and would likely result in higher WESM pricos in bght of the very fight supply
under thin reserve margin conditions during said penod.

14 Accordingly. thera 15 a paramounl necessily for Ihe timely
approval of this Applicaton, and for the issuance of a provisional authandy
therefore, s0 thal MERALCO can immediately intplement Ihe IPSA in order to
feduce MERALCO's WESM purchases and prolect its cuslomers from forecasted
high WESM prices, to help ensure reasonzble prices of eleciricity for such
custemers. especally dunng the entical penod of 26 February to 25 July, 2015

15 In support of this Application, the Judicial Affidavit of MR,
CIPRINILO G MENESES, Head of MERALCO's Energy Souring Office. is
attached as ANNEX “Band made anintegral part hereof

PRAYER

WHEREFORE, premises eensidered. it 1s respecifully prayod that 1his
Honorable Commission'

1 Upon inilial review of Ihis Agplicalion and pending hearing on ihe merits,
155ue an Crder provisionally approving Lhe implementalion of the 1PSA
between MERALCO and 1590EC. Ihereby nulhorizing 1590EC lo
charge and cellect lrom MERALCO electricity feos based on rales that
this Henorable Commission may provisionally approve, and aulhorizing
MERALCC Io pass the full amount thereel 1o its customers; and.

2 Aler tral on Ihe ients. 1ssue a Decision approving the [PSA, thereby
authorizing 1590EC 10 charge and collect from MERALCO tha eleclricity
feas based on the final rales approved by this Honorable Cemmission,
and auvthonzing MERALCO to pass the full amount theraof to ils
customers.

ftis further respectiully prayed that in the event lhat the rate pravisionally
approved by this Honorable Cammussion 1s lower than the rate finally
approved by it. this Honorable Commission aliow 1590EC lo recover
from MERALCO the rate difierence and aulhorize MERALCO to pass
{he full amgunt thereof to its customers.

Gther reliefs just and equitable under the cucumstancas are likewise
prayed for

Pasig City, 28 January 2016

MANILA ELECTRIC COMPANY
Applicant
MERALCO Compound, Lopez Building,
Ortigns Avenue, Pasig City

rd By

ﬁth')lbbf
FRANGIS DINO §. ANTONIO
Roll of Atlomeys No. 48145
PTR No 1472407; 0921416 Pasiyg Cily
IBP No. 1023724; Di/08/16; RSM
MOLE Compliance No. V.0004608; 6 November 2014

5%&;{;4‘
CARMENGRACE $, RAMOS
Roll of Altorneys No. 55345
PTR No 1473400, 01/21/16; Pasig Gity
18P No. 1023723 01/08/16; RS
MCLE Compliange No V-0004623, 6 November 2014
Nusnessdioid Pusksing Gorp Frivuarg 4, 2046

v




KATHERINE MARF 5. GARCIA-MORENO
Roll of Altorneys Na, 56002
PTR No 1473412; 01/2116; Pasig City
1B No. 1023727, H/GB116; RSM
MCLE Compliance No. V-0002586: 9 Juna 2014

o 14734 14; 01/21/16; Pasig City
P No. 1023728, 01108/16; Capiz
MCLE Compliance No. V-001784, 26 March 2014

7" Floor, Lopaz Building.
Crtigas Avenua, Barangay Ugong, Pasig City
Tel no. 1622-2260; Fax No: 1622-3550

1590 ENERGY CORPORATION
Applicant

CATHERINH &, BRINGAS
Unit 107 First Midland (ffiee Condominium Bidg.
Gamboa Slreel, Logdspi Villago, Makati Gity
Telephone Mo. A03-65851¢Fax No, 553-4730
Roll of Atlorneys Mo. 56525
PTR No 5326583; 1/5/2016; Makali City
IBP Lifetime Member No. 012530; RSM
MGLE Compliance No, IV-0003732, December 9, 2011

-and—

J.P. GARCIA AND ASSOCIATES
Units 1501-1502, 15" Floor Ayala Life-FGU Center
Mindanao Avenue comer Biliran Road
Cebu Business Park, Cebu Cily

By:

JOAN A, GIDUQUIO-BARON
Rell of Attorneys No.: 41829
PTR No.: 874058: 1/5/2016; Cebu City
1BP O.R. No. 1914730: 1/4/2016: Cebu Cily
MCLE Compliance No.: V-0011654; 114252015

EPUBLIC OF THE PHILIPPINES)

ITY OF PASIG )s.s.
MERIFICATION and CERTIFICATION OF
HON-EQRUM SHORPING

I, JOSE RONALD V. VALLES. Filipino, of legal age, married,
iih office address at 7™ Floor, Lopez Building, MERALCO Compound,
figas Avenuo, Barangay Ugong. Pasig City. after being sworn in
:cordance with Jaw, horeby dopose and say that —

| am the Vice President and Head, Regulatory
fairs. Oll'ce of Applicant Manila Electric Company {("MERALCO". In
eh capacity, | have caused the preparation and filing of the foregoing
splication;

2. Mureover | have been aulhorized by the Beard of
reclors of MERALCO lo cenify that Applicant has not heratefora filed
Iy similar actlon, pleading ot application invohing the $ame issues befora
e Supreme Céurt, the Court of Appeals or any other lower courls or
Iministrative badies. A copy of lhe Secretary’s Cerlificate authorizing ma
cause the preparation of tha instant Application and sign this Verification
wd Cerlification is atiached hereto as ANNEX ¥C™;

3. I'hava read and undessicod the allegations conlained
orein and the same are true ond correct based on my personal
iowledge and authentic records made available to me in 1he ordinary
wrse of business of MERALCO;

4. To the besi of my knowledge, no simitar action or
oceeding is panding befere the Supreme Coud, the Gourt omppeals,
3 lower courts or admrmslratlva bodies; .. . S

5. If | should here'mer leam that a similar action has
‘en filed before the Supreme Gourt, the Court of Appeals, the lower
urls or administralive bodios, | undertake to report such fac! to this
inorable Commission within fiva (5} days from notice of such fact,

IN WITNESS WHEREOF, | have hereusnito alfixed my signature
s Fob 03, 2016 at Pasig City, Philippines.

JOSET ONALDV. V'ALL
Alfiant

SUBSCRIBED and SWORN to before me lhis_Fob 03, 2016,
iant having exhibited to me hisSoclal Securily System 1D bearing the
mber 33-10500088.

g
w. No. 144 .
S - R
@ N s b
ries of 2016, R
T Featgn Ry D ve. P O
VERIFICATION and CERTIFICATION QF

NON-FORUM SHOPPING

I. THEQ G, SUNICO, Filipino, of legal age. and with office
dress at Unit 107 First Midiand Condominiumv Building, Gamhboa
‘eet. Legaspi Vilage, Makati City, after having beenduly sworn to in
cordance wilb law, horeby depose and state that:

t.  tam the Assistan! Vice Prasident [or Trading and Marketing of
Applicant 1590 Energy Corparation {~1580 EC™);

2. | hiave boen duly authorized by the Board of Dhrectars of 1590
EC lo causa the preparation and filing of ihe Application with
the Energy Requlatory Cemmission (ERC). and | have aclually
caused tha proparation and filing of this Application pursuant
to such aulharity;

3. | have been likewise authonzed by the Board of Directors of
1580 EC 1o execute andfor sign a Cerlification and Verification
Againat Forum-Shopping on behalf of 1590 EC for the
Application;

4.t have fully read and understood the altached Application and
1 heraby cetily that all the allegations thereln are true and
coect 10 the best of my knowledge and balief and are based

e authantina rasneds and dasimcnebs

.4l
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omelec junks cases against
Duterte’s presidential bid

B§ Vince Alvic A. F. Nonato
Reporter

THE COMMISSION on Elec-
tions has dismissed afl four pe-
titions challenging the presi-
dential run of Davao City Mayor
Rodrigo R. Duierte,

“The Punisher will live to die
another day,” Commissioner
Chiristian Robert S, Lim, the
First Division’s presiding com-
missioner, said in jest, as he an-
nounced their unanimous action
on Wednesdny.

This was despite the very
smue resolution adimitting that
the substitution pracess has been
expased as “prone 1o abuse”

The 50-page resolulion dis-
missed the petitions for the can-
cellation of Mr. Duterte’s candi-
dacy filed by broadeaster Ruben
1. Castor, anti-communist law-
ver Elly V., Pamatong, broadeaster
Rizalilo Y. David, and University
of the Philippires-Diliman stu-
dent couneil ehairperson John
Taulo G. delas Nieves,

The three-member tribunal
affirmed the validity of the cer-
tificate of candidacy filed on
Qct. 16 by anti-crime advocate
Martin B. Difio. the original
nominee — and purporied place-
holder — ficlded Ly the Partido
Demekratiko Pilipino-Lakas ng
Rayan (PDP-Laban).

This meant Mr. I}iiio could
validly withdraw his CoC on Oct.
29, extending Mr. Duterte an
avenue to the presidency by al-
lowing hiny to validly file his CoC
on Nov, 27,

“There Is hence no giestion
that Respondent Dulerte may
substitute for him as candidate,
pursuant to Section 77 of the
{Omaibus Election Code], as

impleriented by Scetion 19, Rule
ER T .

I of Resolutien No. 9984.” the
resotution read.

Although Mr, Dine's CoC
scemied Lo indicate he was run-
ning for Pasay City mayor, the
Comelec “took into comnsid-
eration the intent” to run for
president.

The resolution noted that if
Mr. DDino really intended to run
for mayor, he would have filed
with the Pasay City election of-
fice, not the main office that
entertains CoCs for nationat
positions. It alse pointed out
that Mr, Difie attached docu-
ments pertaining to a presiden-
tial candidacy.

Mr. Duterte was also ruled to
have complied with substitution
rules, with the Comelec panel
disagreeing with Messrs. David
and delas Nieves's points that
the mayor's original CoC for re-
electien named the Hugpong sa
Tawong Lungsod. not the PDP-
Laban, as hisparty.

The resolution said that as
long as the PDP-Laban treated
him as its member and nomi-
nated him, “the Commission is
obligated to aceept the same.”

The Comelee division also re-
jected Mr. delas Nieves's conten-
tion that the mayer committed
material misrepresentation in
his CoC by swearing under oath
that he will support and defend
the Constitution.

My. delas Nieves pointed to
the mayor's open admissions that
he was a killer of pelty criminals
and a serial womanizer. But the
Comelee satd “material misrep-
resentation” pertains only to a
candidate's qualifications for an
elective office.

“Technically, and in the con-
text of eligibility, the eath to sup-
port and defend the Constitution
as well as to follow duly promul-

+gated taws are neither a qualifica-

tion for any elective vllice nor a

ground to disqualily weandidate,™

read the resolution. adding that
to agree with Mr. delas Nieves
meant even the slighlest offense
can render a candidate ineligible
for public oflice,

Meanwhile, Mr. Pamaleng
failed toprove hiscontention that
Mr. Duterte is a nuisance candi-
date. The resolution noted the
dramatic lead-up to the mayor’s
decision to run for president is
not a ground, because “a change
of mind is a natural veenrrence
in any decision-making process.”

On precedural grounds, the
Comelee division said Messrs,
Castor and delas Nieves's peti-
tiens should be dismissed out-
right for their faikure to atlend
the preliminary conference.
Likewise, lhese cases were filed
out of time when il comes fo -
pleading Me. Difto.

The Commeclee resclution, ow-
ever, admitted in an eydlogue that
the provisions [or substitution
are “prene to abuse, and may
even lead to the bastardization
of the enlire process involved in
the selection of candidates Iy
the various poiitical parties in
existence in order to cnsure theiy
victory in the polls.”

Still, because Mr. Duterte’s
substitution is allowed under
Section 77 of the Qmnibus Elec-
tien Code, the Comelec said "Lhe
remedy to correct this lies with
Congress, because the Commis-
sion.. is bound to apply Section
77 as worded.”

Aside from My. Lim, the Firsl
Division is composed of Com-
missieners Luie Tito F. Guia
and Ma. Rowena Amelia “Bing”
V. Guanzon.

Mr. Lim said in the briefing
that tho petitioners ean still file
a motion for reconsideration
within five days, which would

clevate the case befere
Comelec en bane,

SIX PRESIDENTIALCANDIDATE!
During the same briefing, Co
lee Chairman Andres Dt Baul
confirmed that “at present, tt
are six presidential candidates
sixvice-presidentizl candidate

The other presidential ¢
didates are: Vice-Presid
Jejomar C. Binay, Senator A
imm Defensor Santiage, for
Inferior Secretary Manue
Roxas I, and OFW Family C
IParty-list Rtep. Roy V. Seiie
Sr. Also included is Sena
Grace Ioe, whose candid
was canceled in Deceriber
is now subject of an appeal w
the Supreme Court.

The initial Jist in Janu
previously included Rome’
Mendoza of the Partido ng ?
sang Pilipino, whe withdrew
candidacy on Feb. 1 and adn
1cd he was enly saving the slo
the event former president :
incumbent Manila Mayor Jost
E, Estrada decides to run,

Meanwhile, the SC on Fel
dismissed Dante C. Valenc
petition against the Comelt
cancellation of his candidacy.

There ace six vice-presidi
tial candidates: Senators A
Petér 8. Cayetano, Franeis .
seph “Chiz” G, Escudero, Gre
rio “Gringo” B. Honasan I1, F
dinand "Bongbong" R, Mar¢
Jr. Antonio “Senny” E Trill
1V, as well as Camarines §
3" District Rep. Maria Leor
“Leni” G. Robredo.

Mr. Bautista said the Come
is keepingils target to start pri
ing the ballots next week, W
the case of Ms. Poe still bej
hieard, she may likely be retair
in the ballot and have her vo
counted as stray unless the ht
conrt later decides in her favor

Japanese official visits Manila
to start trade talks

Ichire Fujisakd, then Japanese Deputy Minister for Forelgn
Affairs is photographed In February 2004 durlng a press
bri¢fing in Manila. The Japanese offlcial’s visit launched trade
talks between Manila and Tokyo in what would become the
Japan-Philippines Ecenomic Partnership Agreement (JPEPA),
¢ Japanratified it in 2006 but the Philippines took longer

i owlng to strong opposition from Iobby groups, In January
2014, the Philippines access to the Japanese market had 3
marked improvement after the agreement’s Implementation,
the state-run Philippine Institute for Develapmant Studies
{PID5) sald, “Although there is some natural leveling off In
succeeding years, the average yearly trade volume and value
from 2009 10 2012 are slgnlficantly higher than in the four
years ImmedIately before the [JPEPA),” the PIDS sald Ina
BusinessWorld report,
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I. JOSE RONALD V. VALLES. Filiping, of lagal age, married.
h effice address at 7™ Floor, Lopez Building, MERALCO Compound.
ligas Avenue, Barangay Ugong, Pasig Cily, alter being swom n
cordance with law, hereby depose and say that -

I am the Vice President and Heag, Regulatory
airs Omce of Applicant Manila Electric Company (MERALCO"). In
ch capacily, | have caused the preparation and filing of the foregoing
plication;

2. Moreover, | hava been authonized by the Board ot
eclors of MERALCO to cedify ihat Applicant has no! herelofore filed
y similar action, pleading or application involving the same issues before
+ Supreme Court, the Court of Appeals or any other fower courls ar
minisiralive bodies. A copy of lhe Secretary's Cerlificate authorizing me
:ause the preparation of the instant Applicalion and sign this Verification
4 Certificalion is atlached hereto a3 ANNEX "C';

3 | have read and understocd the allegations conlained
wein and the same are true and correct based on my peisonal
swiledge and aulhentc records made avaifable (o me in the ordinary
aree of businoss of MERALCO,

4 To the: besl of my knowledge, no similar acuon or
iceeding is pending tafoce the Supreme Ceurl. the Court oprpaaIs
+lower courls or administrative bodies: .

5 if | shouid herealter learn that a simifar action bas
en ftiled before the Supreme Court, the CGourt of Appeals, the lower
s or adminisiralive bodies | undertaka fo report such fact to this
norable Comwussion within five (5} days from nolice of such fact,

IN WITNESS WHEREOQF, | have hereunto alfixed my signalure

s Feb 03, 2016 at Pasig City, Phlllpplrles ‘{

JosE ﬁonm.n V. VALDES
Affian!

SUBSCRIBED and SWORN fo before me this Feb 03, 2016,
ant having exhibited to me hisSocial Security Sysiem 10 bearing the
nber 33-10800088

(7
c No {44 t p°
goNo. 0. e St
ok No, IV, w:mnn"‘;h
ries of 2016 M“';3$;£§¥J;>mm o
F P Lo vy Crign vr g D
VERIF 1

NON-EORUM. SHOPPING

1. THEO C. SUNICO, Filpino. of legal age. and with office
fress at Unit 107 First Midiand Condominium Building, Gamboa
gel, Legaspi Vitage. Makali City, alter having beenduly swarn to in
rordance will faw, hereby depose and state thal

1, | amthe Assistant Vice President for Trading and Marketing of
Apphcant 15690 Energy Corpocation (71590 EC™);

2. | hava boen duly aulhorized by the Board of Dwectors of 1590
EC 1o cause 1ha praparation and filing of the Application wilh
the Energy Regulatory Commission (ERC), and | have actually
caused the preparation and Hling of Lhis Application pursuant
to such authernly:

3. | have been likewise aulhenzed by the Board of Drectors of
1580 EC to execule and/or sign a Cerlilicalion and Verification
Agninst Forum-Shopping an behall of $580 EC for the
Application;

4 |have fully read and understood ihe allached Application and
| hereby cerify thal all the allegations therein are frua ard
carrect to the best of my knowledge and belief and are based
an authentic records and documents.

1 heteby certify that 1590 EC has not commenced any action

fited any ¢faim involving the sama issuas raised in the foregoing

dicalion bafore any court, Iribunat or quasi-judicial agency, and to

best of my knowledge, there is no other aclion o claim is pending

reln; and if | should hereafter learn that a similar action has been filed

»ending, | shall report sush fact to this Honorable Commission within
(5} days from knowledge Lhareof.

INWITNESS WHERECF, | have hereunta alfixed my signature
. 217 day of January 2016 at Makat Cily, Phikppines,

;257;: ﬁzmco

Aliiant

wublic of the Philippines}
¢ of Makati 188

SUBSCRIBED and SWORN {o belore e, a Nolary Publc for
lin the City of Makati on this 21_day of January 2076, al Makali Cily,
lippines. Affiant who is personally known to me personally appeared
| exhibited 1o ma his Passparl with 10 no, EC0840843 issusd al DFA
R East. valid untl April 43, 201955 competent proof of his kenhty

Witness my hand and seat N
s No 500 T R
o No. 101 AT o e
wNo V. Privoiaos vy mm'::‘mu
ies of 2016 ey

MEber e €nmp wea
mtlorobap iy

ess\orta Pubtstng Coro February 3 J016

| First Division’s presiding cem-

wmissioner, said in jesi, as he an-
nouneced their unanimous action

| on Wednesday.

This was despite the very
same resolution admilting that
the substitution process has been
exposed as “prone to abuse.”

The 50-page reselution dis-
missed the petitions for the can-
cellation of Mr. Duterte’s candi-
dacy filed by broadeaster Ruben
1L Castor, anti-communisi law-
yer Elly V, Pamatony, broadenster
Rizalite Y. David, and University
of the Philippines-iliman stu-
dent counci! chairperson John
Iaulo G. delas Nieves.

The three-member trilunal
affirimed the validity of the cer-
tifieate of candidaey filed on
Oct. 16 by anti-crime advocate
Martin B. Difo. the ariginal
nominee — and purporied plage-
holder — fielded by the Partido
Demokratiko Pilipino-Lakas ng
Bayan (PNP-Lakan),

This meant Mr, IYio counid
validly withdeaw his CoC on Get.
29, extending Mr. Duterie an
avenue to the presidency by al-
lowing him to validly file his CoC
on Nov, 27,

“There is hence no question
that Respondent Duterte may
substitute for him as candidate,
pursuant Lo Section 77 of the
|Omnibus Election Code], as

immplemented by Section 19, Rule

entertains CoCs for national
positions. [t also peinted out
that Mr. Dife attached docu-
ments pertaining to a presiden-
tial candidacy.

Air, Duterte was also ruled to
have complied with substitution
rules, with the Cemelec panel
disagrecing with Messrs, David
and delas Nieves's points that
the mayor’s vriginal CoC for re-
election named the Hugpong sa
Tawong Lungsod, not the PIP-
Lahan, as his purty.

The reselution said that as
long as the PRP-Lalan trealed
hil as its member and nomi-
nated him, “the Commisston is
obligated to accept the same.”

‘The Comelec division also re-
jected Mr. delas Nieves's cantlen-
tion thad the mayor committed
materiat misrepresentation in
his CoC by swearing under oath
that he will support and defend
the Conslilution.

Ar. delas Nieves pointed to
the mayor's open admissions that
he was a killer of petty criminals
and a serial womanizer. But the
Comelee said “materiai misrep-
resentation” pertains only to a
candidate’s qualifications for an
elective office.

“Technically, and in the con-
text of eligibility, the cath to sup-
port and defend the Constitution
a5 well as 1o follow duly promul-
gated lnws are neither a qualifica-

e

not a ground, beeause “n change
of mind is a natural eceurrence
in any decision-making process.”

On procedural grounds, the
Comelec divisieon said Messrs.
Castor and delas Nieves's peli-
tiohx should e dismissed oul-
right fer their failure Lo atiend
the preliminary conlerence,
Likewise, these cases were filed
out of time when it comes Lo im-
plewding Mr. Difo.

The Comelec resolution, how-
ever, admitted inan epilogue 1l
tlze provisiens for substitution
are “prone to abuse, and may
vven lead to the bastardization
of thie entire process involved in
the selection of candidates by
the various polilical parties in
existence in order Lo ensure their
victory in the polls.”

Still, Because Mr. Duterle’s
substitution is allowed wwder
Section 77 of the Omnibus Elec-
tion Code, the Comelec said “the
remedy to correct this lies with
Congress, becanse the Commis-
sion... is bound to apply Section
77 as worded.”

Aside from Mr, Lim, the First
livision is composed of Com-
missioners Luje Tite F. Guia
and Ma. Rowena Amelin “Bing”
V. Guanzon.

Mr. Lim said in the bricling
that the petitioners can still file
a motion for reconsideration
within five days, which would

BusinessWorld teport.

Interivr Secretary Manuel
Toxas [T, and OFW Family Cl*
Party-list Tep, Roy V. Sedier:
Sr. Also included is Senat
Grace Poe, whose candida
was canceled in December a
ts now subject of an appeal wi
Lhe Supreme Court.

The initial list in Janwa
previousty inchuded Romel
Mendoza of the Parlido ng M
sung Pilipine, who withdrew 1
candidacy vn Feb, | and adm
ted e was only saving the slot
the event former president a
incumlert Manila Mayor Jose;
Ii. Eslrada decides to run.

Meanwhile, the SC on Fel»
disissed Dante €. Valenci:
petilion against the Comele:
cancellation of his candidacy.

There are six vice-preside
tint candidates: Senators Al
Peter 8. Cayetano, Francis J
seph *Chiz"” G. Escudero, Greg
rvio “CGiringo” B. Honasan 11, Fe
dinand “Bongbong” R. Marc
Jr Antonloe “Sonny” F. Trillan
1V, as well as Camarines 8§
@ Distriet Rep. Maria Leon
“I.oni” G, Robredo,

Mr. Bautista said the Comel
is keeping ils target to start prir
ing {he ballots next week. Wi
the case of Ms. Poe still bei
heaed, she may likely be retain
in the ballot and have her vot
eounted as stray unless the bi;
<ourl later decides in her favor.

Japanese official visits Manila
to start trade talks

Iehire Fujisaki, then Japanese Deputy Minister for Forefgn
Affales Is photographed in Febroary 2004 durlng a press
briefing In Manita. The Japanese official’s visit launched trade
talks between Manila and Tokyo in what would become the
Japan-Philippines Economlc Partnershfp Agreement (JPEPA).
Japan ratified It in 2006 but the Phllippines took [engér
owing to strong opposition from lobby growps. In Jantary
2014, the Phitippines’ access to the Japanese market had a
marked improvement after the agreement’s implementation,
the state-run Philippine institute for Develepment Studles
(PIDS) $aid, “Although there is some natural leveling off in
succeeding years, the average yearly trade volume and value
fram 2009 to 2012 are significantly higher than in the four
years immediately before the [JPEPA],” the PIDS safdina

SC asked to reverse ‘wrong’ EDCA decision

THE SUPREME COURT on
Wednesday was asked 1o re-
verse its Jan. 12 ruling that

the Enhanced Defense Coop-
eration Agreement (EDCA) was
“not unconstitutionsl.”

The §C.voting10-4-1. had ruled
thal EDCA ix ab execulive ngree-
ment and not i teeaty requiring
Senale ¢encurrencee, hecouse it is
nnt the actual instrument for Lhe
entry of United States troops and
military facilities.

But petitioners ted by the
militant umbzella group Bagong
Alyansang Makabayan point-
edly called the decision “wrang”
for adhering 1o o “strict textual
approach.”

In an 82-page molion for
reconsiderittion, the petitisn-
ers said the 8C ruling ignored

“relevant colonial, histerical and
contemporary evenls” in its in-
terpretation of the Constitution.

“I'he majority’s strict Lextual
approach lulls one to believe that
il iulersectional interpretation
is neutral. objective, apolitical.
scientific and precise and to ne-
cept the majorily’s underlying
conclusion Lhat US-Philippine
security relations [are] egual,”
reiwd the MR,

it also stressed that Arijcle
XVIL Section 25 of the Consti-
tution was very clear in prohibit-
ing the entry of foreign troops,
bases und fzcilities in the coun-
try. with the sole exceplion of
being through a treaty subject o
Senate concurrence.

Exceptions under this provi-
sion “should he strictly but rea-

sonably construed,” he motion
read, “[A]ll dows should he
reselved in faver of the general
provision ralher than the excep-
tions,”

The appeal alse suid the as-
sertion that EDCA will help
the Philippines’ position in its
maritime dispute lelt ¢ut the fact
that the B8 is “anuther bully™ to
cantend with,

“Another underiying assump-
Ltipn and judicial notice made by
the Majority to upheld [EDCA| is
that China is a bully. T'rue,” read
the motion. "Bul we cannel rest
aur backs on the pretext that an-
ather bully — [a] greedy and giddy
ane i that — the Us, will [y to our
side the moment cenfronlations
esealate o defend our backyards
and keme front, Do we expeet the

LS 10 prod their Federal Govenn
ment to go to war for us?™

‘The petitioners appealed: "W
ure nlleast deservingof hearing:
contest these assumptions. Ti
views espoused by Lhe Majori:
are nat the only world-view abo
Lhese malters.”

LEDCA was signed by Defen:
Secrelary Voltaire T, Gazmin ar
LiS Ambassador Philip Goldbe:
o1 Apr. 28, 2014, w few howu:
before US President Barack I
Obama arrived for his state visit

The 10-year agreement wou
allow the US to construct facilith
amd prepesition various defon:
and disaster response equipmer
“in designated nreas within a fe
AFY bases 1o be agreed upon” &
hoth countries, according to gevn
— Vince Alvic Alexis ¥, Nonato






