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Republic of the Philippines
ENERGY REGULATORY COM
San Miguel Avenue, Pasig

ORY COMMISSION

IN THE MATTER OF THE _ o
APPLICATION FOR  THE U\ ey T
APPROVAL OF THE POWER _DOCKETIRECORDS
SUPPLY AGREEMENT (PSA)
BETWEEN MANILA ELECTRIC
COMPANY (MERALCO) AND
PANAY ENERGY
DEVELOPMENT 2016-= 114
CORPORATION (PEDC),

ERC CASE NO. 2016 — __ RC
MANILA ELECTRIC COMPANY
(MERALCO) AND PANAY
ENERGY DEVELOPMENT
CORPORATION (PEDC),

Applicants.
X - X

JOINT APPLICATION

Applicants MANILA ELECTRIC COMPANY (“MERALCQ") and
PANAY ENERGY DEVELOPMENT CORPORATION (PEDC),
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 PEDC is a corporation duly organized and
existing under the laws of the Republic of the Philippines, with its
principal place of business at Brgy. Ingore, La Paz, lloilo City. It may
be served with notices and other processes of this Honorable
Commission through its counsel at the address indicated herein.
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4, PEDC owns and operates a 2x82 MW and a 1x150 MW
(gross) coal-fired power generating facility in Brgy. Ingore, La Paz,
lloile (the “Plant’), on the island of Panay in the Philippines. Said
Plant is scheduled to become operational by 26 August 2016.

5. Based on MERALCO's Distribution Development Plan,
“from 2015 to 2024, energy sales is forecasted to grow by a
compounded average growth rate of 3.7%.”

6. In order to ensure continuous and reliable electricity for
MERALCO’s customers with the expected continuous increase in
demand and load growth, and mitigate exposure to the Wholesale
Electricity Spot Market ("WESM”), there is a need for MERALCO to
source additional capacity through 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 contracts subject to review by the ERC xxx”.

8.  Accordingly, following extensive negotiations, on 27 April
2016, MERALCO executed a Power Supply Agreement (“PSA") with
PEDC, for the purchase of up to 70MW contract capacity and
associated energy from the generating unit of the Plant (“Unit”).

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

“2.2 Term of Agreement

2.2.1 Subject to Article 3, this Agreement shall become
effective on the Effective Date.

2.2.1.1The term of this Agreement (the “Term”) shall
commence on the Operations Effective Date and shall
expire on the date falling twenty (20) years after the
Operations Effective Date xxx

XXX
3.1 Effective Date

The Effective Date shall be the date the conditions
precedent in Section 3.2 have been satisfied or
waived by the relevant Party (the “Effective Date”).

XXX
3.3 Commencement Date

The “Commencement Date”’ shall occur upon the
satisfaction of the conditions below:
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3.4.1

3.4.2

3.5
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(a) The conditions set out in Section 3.2 have been
fulfilled;

(b) Each Party has delivered to the other Party a
certification dated no earlier than two (2) Days
prior to the proposed Commencement Date to
the effect that its representations and warranties
contained herein shall be true and correct in all
material respects on and as of the
Commencement Date; and

(¢) On or before the Longstop Date, (i) the ERC
shall have approved this Agreement, including
the pricing structure as set out herein (or as
otherwise acceptable to Power Supplier), in the
ERC Provisional Approval or ERC Final
Approval.

Within seven (7) Days after the satisfaction of the
conditions referred to in this Section 3.3, Meralco and
Power Supplier shall issue a joint ceriification
confirming that the Commencement Date has
occurred.

Operations Effective Date

Power Supplier covenants that Operations Effective
Date shall occur on August 26, 2016 (the “Operations
Effective Date”).

Following the Operations Effective Date, the
obligations of Power Supplier and Meralco under this
Agreement with respect to sale and purchase of
Contract Capacity and Associated Energy, and
Replacement Energy, shall become effective.

Commercial Operations Date

The Unit shall achieve Commercial Operations Date
upon delivery by Power Supplier of the documents
enumerated below, in form and substance
satisfactory to Meralco:

(a) Capacity Test Certificate xxx;

(b) a Net Plant Heat Rate Test Certificate xxx;

(c) ceriified true copy of the certificate of compliance
of the Power Supplier as a generation company
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issued by the ERC, its registration as a member
of the WESM and evidence of its execution of a
Market Participation Agreement with the
Philippine Electricity Market Corporation; and a
certification that all relevant permits, licenses,
authorizations and other approvals from all
Government Authorities and third parties
needed for the operation of the Unit and the
supply of electricity by the Power Supplier to
Meralco have been obtained by Power Supplier;

(d) a Commercial Operations Date Certificate; and

(e) Power Supplier certification that the insurances
required under this Agreement xxx have been
obtained xxx.

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

From the Operations Effective Date until the expiration
of the Term or earlier termination of this Agreement,
Power Supplier shall:

(a) make available to Meralco, and Meralco shall
purchase from Power Supplier, at the Price
determined in accordance with Appendix D, the
Contract Capacity of the Unit; and

(b) sell to Meralco, and Meralco shall purchase from
Power Supplier, at the Price determined in
accordance with Appendix D, the Associated
Energy, to the extent of Meralco’s relevant day-
ahead nominations.

The Dispatch of Contract Capacity and Associated
Energy shall meet the requirements set out in
Appendix B (Technical Limits).

Unless otherwise expressly permitted by this
Agreement, Power Supplier shall not, without
Meralco’s prior written consent, sell, divert, grant,
transfer, dedicate, reserve or assign all or any portion
of the Contract Capacity and Associated Energy to any
Person other than Meralco.
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Power Supplier shall source its supply for Meralco only
from the Plant except during: (i) the period from
Operations  Effective Date untii Commercial
Operations Date; (ii) Scheduled Outages and Forced
Outages; and (iii} any Curtailment due to Dispatch
Instructions.

The supply of the Contract Capacity and Associated
Energy by Power Supplier to Meralco shall be in
accordance with WESM Rules. Moreover, each Party
shall, during the Term, always keep and maintain its
registration as bona fide trading member of the
WESM.

XXX

Outage Allowances and Replacement Energy

After Commercial Operations Date, Power Supplier
shall be allowed Scheduled Outages of thirty (30) Days
(“Full Load Equivalent Scheduled Outage
Allowance Days") and Forced Outages of fifteen (15)
Days (‘Full Load Equivalent Forced Outage
Allowance Days”) each Conftract Year, provided that a
Forced Outage may only be counted towards the Full
Load Equivalent Forced Outage Allowance Days upon
provision to Meralco of a copy of the certification from
the System Operator that a Forced Outage has
occurred. During these times, Meralco shall procure
Replacement Energy from the WESM and Power
Supplier shall not bill Meralco for these quantities.

During Outages beyond the Full Load Equivalent
Scheduied Outage Allowance Days and/or Full Load
Equivalent Forced Outage Allowance Days, Power
Supplier shall purchase Replacement Energy, which
shall be declared as BCQ and paid by Meralco at the
Price. The supply by Power Supplier of Replacement
Energy under this Section 8.1.2 shall be deemed
fulfillment of Power Supplier's obligation to make
available the Contract Capacity and to deliver the
Associated Energy during such period.

During any period in which an Event of Force Majeure
affects Power Supplier or Meralco, Meralco shall
procure Replacement Energy from the WESM to the
extent supply or offtake is so affected.

XXX
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Assignment or Transfer of Contract Capacity Due
to RCOA

In connection with the implementation by the ERC of
RCOA, Meralco shall also be entitled to assign,
transfer, designate, delegate or allocate (collectively in
this context, “Transfer”) its rights and obligations to
purchase a portion of Contract Capacity and
Associated Energy that is no longer required by
Meralco as a result of RCOA (i) to any of its wholly-
owned Distribution Utility or Supplier Affiliates (in each
case, a direct WESM member) or business segments,
to the extent allowed by Law, without the prior consent
of the Power Supplier; or (ii) to any other Person
subject to the consent of Power Supplier, which
consent shall not be unreasonably withheld.

XXX
Reduction in Contract Capacity and Associated
Energy

Subject to the provisions of Section 9.3.2 below,
Meralco shall, from time to time, be entitled to a
reduction in the Contract Capacity and Associated
Energy (the “Reduction in Contract Capacity and
Associated Energy”) equivalent to the reduction in the
demand of its captive customers by reason of the
enforcement of RCOA and the Renewable Energy Law.
Similarly, Power Supplier may request for a Reduction
in Contract Capacity and Associated Energy, subject to
mutual agreement of the Parties.

XXX
Payments

Meralco shall pay the entire amount indicated in the
Final Invoice (subject to Appendix G) when due and
payable, provided that Meralco shall not be required to
make payment on any Invoice that is manifestly in error,
apparently invalid or not in the form or substance
contemplated by this Agreement until the same has
been corrected following prompt notice by Meralco to
Power Supplier of such error, invalidity or absence of
proper form or substance.

XXX

11.2 Charges Due to Change in Circumstances
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If as a result of a Change in Circumstances, Meralco
becomes liable to pay any new charges, fees, taxes,
duties, assessments or other similar amounts (“New
Charges”), or any increase in existing charges, fees,
taxes, duties, assessments or other similar amounts
(“Increased Charges”) become payable with respect to
this Agreement, the New Charges or Increased Charges
shall form part of the price that Meralco will charge to its
customers.

\

If as a result of a Change in Circumstances affecting
Power Supplier, Power Supplier becomes liable to pay
any New Charges or any Increased Charges or a Change
in Circumstances materially and adversely affects the
ability of Power Supplier to perform or materially
increases the operating costs or capital expenditures
associated with the Plant or materially and adversely
affects its performance of its obligations under this
Agreement, adversely affects the sale by Power Supplier
of Contract Capacity and Associated Energy in
accordance with this Agreement, makes the Power
Supplier's administration or operational aspects of such
performance materially more burdensome (whether made
at the direction of any Governmental Instrumentality or
otherwise) or causes serious damage to, or materially and
adversely affects the financial condition of Power
Supplier, Power Supplier shall send a notice to Meralco
of the occurrence of such Change in Circumstances
(“Notice of Change in Circumstances”) together with an
analysis of the cost impact of such Change in
Circumstances. Within thirty (30) Days of such Notice of
Change in Circumstances, Meralco and Power Supplier
shall meet to discuss, in good faith, remedial measures to
mitigate the impact of such Change in Circumstances.
Each Party shall cooperate in good faith to secure any
Governmental Authorizations to implement any agreed
remedial measures. If the Parties fail to reach a mutually
satisfactory resolution within sixty (60) Days from the
commencement of negotiations, the Power Supplier shall
be entitled to terminate this Agreement in accordance with
the provisions of Section 17.6.7(a).

In the event that, as a resulf of a Change in
Circumstances and pursuant to a corresponding order of
the ERC or any other Governmental Instrumentality:

(a) Meraico is prevented from making a pass through
to its customers of any charges under this
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Agreement (as approved by the ERC in the ERC
ERC Provisional Approval or ERC Final Approval,
as accepted by Power Supplier); or

(b) any portion of the Price that has been paid to Power

13.2

13.2.1

13.2.2

16.5

Supplier is required to be refunded to Meralco or
Meralco’s customers in connection with the ERC
Application or any petition, claim, case, proceeding
or other action involving any of the Parties brought
before any judicial, administrative or quasi-judicial
body,

the Parties shall enter into good faith negotiations to
agree on a satisfactory solution regarding the
amendment of this Agreement fo restore Meralco's
commercial position prior to such Change in
Circumstances, including an adjustment of the Price. If
the Parties fail to reach a mutually satisfactory resolution
within sixty (60) Days from the commencement of
negotiations, the provisions of Section 17.6.7(b) will

apply.

XXX
ERC Approval

Upon receipt of the ERC Final Approval, Meralco shall
provide a copy of such ERC Final Approval to Power
Supplier. Power Supplier shall have ten (10) Business
Days from the date of receipt from MERALCO of such
ERC Final Approval to notify Meralco in writing that (i) it
accepts such ERC Final Approval or (i} it does not
accept the ERC Final Approval, stating the grounds for
non-acceptance.

In case of Power Supplier's non-acceptance, Power
Supplier shall be free to: (i) file with the ERC a motion
for reconsideration or (ii) terminate this Agreement upon
sixty (60) days prior written notice to Meralco; provided
that, any order on a motion for reconsideration shall be
treated as an ERC Final Approval for purposes of the
processes under this Section 13.2; provided further that,
if the motion for reconsideration is denied by the ERC,
or provided by the ERC but still with any material term
or condition that is not acceptable to Power Supplier,
Power Supplier may terminate this agreement upon
sixty (60) days prior written notice to Meralco.

XXX
Effect of Extended Force Majeure
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If any Event of Force Majeure prevents Power Supplier
from making available the Contract Capacity or
Associated Energy or Meralco from accepting Contract
Capacity or Associated Energy, in each case for a
continuous period of more than one hundred eighty
(180) Days, then either Party may upon written notice,
require the other Party to meet as soon as practicable to
reasonably discuss any modification, change or
amendment of this Agreement under such reasonable
terms, to the extent necessary to resolve the issues
arising from the Event of Force Majeure and maintain, to
the extent feasible, the rights and obligations of the
Parties under this Agreement.

If the Parties do not reach such satisfactory solution prior
to the end of such one hundred eighty (180) Day period,
or such other time as may be agreed upon, either Party
may terminate this Agreement in accordance with
Section 17.6.6.

XXX

10. The Payment Structure, as provided in Appendix D of the
PSA shall be as follows:

“2. PAYMENT UPON OPERATIONS EFFECTIVE
DATE

The payment to be made in each Billing Period during the
Term for Contract Capacity and Associated Energy shall
consist of a Capacity Payment and Energy Payment. The
Capacity Payment consists of Component A (MCP), and
Component B (MFOM), and the Energy Payments
consists of Component C (MFP), and Component D
(MVOM). Other payment consist of Component E (REP),
Component F (LR) and Component G (VAT). Thus, the
Monthly Power Bill (*MPB") payment for Contract
Capacity and Associated Energy for each Billing Period
shall be equal to:

MPB= MCP + MFOM + MFP + MVOM + REP - LR +
VAT”

11. Given the foregoing, a sample calculation of the base
contract price under the PSA, given a certain set of assumptions,
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results in an annual effective rate of PhP 3.7207 per kWh (at plant
gate), as shown in the sample calculation below:

PEDC PSA - Rate Impact

(YEAR 2017}
BILLING COMPONENT UNIT BASE RATE " |CPI Ad Factor ™|BILLING DETERMINANT ™ AMOUNT {PHP)
& Capacity Payment (MCP)
Peso Portion {Php/kw-yr) | 12,431.0835 70,000 | (kW) 870,175,845.00
B. Fixed O&M Payment (MFOM)
US Dollar Portion Escafating {USD/kW-yr) ™ 28.9021 1.000000 70,000 | (kW) 93,206,382 2%
Peso Portion Escalating {Phpfkw-yr) ™|  2,8210067 |  1.000000 70,000 | (kW) 197,533,469.00
C. Fuel Payment {MFP)
US Doltar Portion {USD/kwhy ™ 0.0269 450,560,000 { (kWh) 607,801,780.31
D. Variable Q&M Payment {MVOM)
US Doltar Portion {USD/kWh} 0.0025 | 1.000000 400,560,000 | {kwh) 56,500,248,00
E. Replatement Energy (REP)
Peso Portion {Php/kWh) (kWh} 0.00
F. Line Rental Adjustment (LE) i
Peso Portion {Fhp/kWh) {kWh) 0.00
TOTAL PAYMENT {Php) 1,825,217,724.60
Effective Rate at Plant Gate (Php/kWh) 3.7207
WESM Line Rental Rate ™! {PhpfkWh) 0.2438
Delivered Rate (Php/kwh) 3.9645
Effective Cost at WESM Price I {Php/kWh) 51977
Increase f (Decrease) over WESM Price (Php/kwWh) {1.2332)
Merako Captive Energy Demand L (kWh) 32,232,597,988
Increase / (Decrease) in Generation Cost {Php) (604,959,040.05)
Increase / (Decrease} in Generation Cost  {Php/kWh) {0.0188)

NOTE:

) gase Rates as set forth in Schedule 1 of Appendix D of the PSA
™ annuat Capacity Rate and Annual Fixed D&M is converted into monthly rates by applying the formufas shown in Appendix D of the PSA
W eyel Payment calculated based on Consumption Rate at 91,25% plant load factor, Newcastle index = USD 50.38/MT, Freight Price = USD
5.90/MT, and Forex rate at PhP 46.07/USD (current prices as of Mar 2016}

el LR shall cover the cost of Line Rental Adjustment for the Billing Period

T pcsumed estimated PEDC line rental rate

" cost if equivalent volume of PEDC was sourced from the WESM based on forecast average Jan - Der 2617 hourly prices
e Meralco Captive Energy Demand based on 2017 forecast

™ pssumed no CPI escalation

0 Energy Payments based on 80.00% plant capacity factor

12.

As seen in the rate impact above, given the above

assumptions, the simulated delivered price under the PSA would
result in the reduction of MERALCO's generation charge by about
PhP 0.0188 per kWh.

13. Notably, the Plant offers greater reliability compared to
existing plants that are past their expected plant life, at a price
competitively at par with the rates of the existing plants despite its
newness.

14. It bears emphasis that there is an urgent need for the final
approval of this Application to allow for the immediate implementation
of the PSA in order to reduce MERALCO’s WESM purchases to help
ensure reasonable prices for MERALCO's customers.

10
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15. Additionally, the Plant is part of the Department of
Energy’s ("DOE”) planned indicative power projects. It is worthy to
note that the realization of this project and its contribution to achieving
the government's target of available capacity as per the DOE'’s
Philippine Development Plan would largely depend on the timely
approval of this Application.

16. In support of this Joint 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.

17. Likewise, in support of this Application, the Applicants
provide this Honorable Commission with the following documents,
which underwent the pre-filing conference of this Honorable
Commission, to wit:

DESCRIPTION OF DOCUMENT ANNEX

Articles of Incorporation of PEDC

Securities and Exchange Commission ("SEC”) Certificate
of Registration of the said Ariicles of Incorporation

List of Shareholders (Latest GIS of PEDC— SEC Form)
Board of Investment (“BOI”) Certificate of Registration
Environmental Compliance Certificate (‘ECC")

Power Supply Agreement

Write up on details of the PSA:

a) Executive Summary;

b) Sources of Funds/Financial Plans;

c) Purchased Power Rate;

d) Cash Flow

Write-up on the Procurement Process of Fuel

Write-up on PEDC’s Related Agreements

Write-up on Certificate of Compliance ("COC”) of PEDC
Acknowledgement receipt by the City of Pasig & Affidavit
of Publication

Publication in a newspaper of general circulation within
the franchise area of the Application

Rate Impact on the overall rates of MERALCO upon
approval of the PSA

Write up on Transition Supply Capacity

All relevant technical and economic characteristics of the
generation capacity; installed capacity, mode of
operation, dependable capacity

Write up on the cost analysis related to the generation in R
support of the proposed pricing provisions of the PSA

—| |G mm o0

O Z| =|rX|«

3]l
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Write up on the details on the procurement process used
by MERALCO _

Write up on the details regarding the transmission projects
or grid connection projecis

DOE Certificate of Endorsement that the Project is
included in DOE’s Power Development Plant (PDP)
Distribution Development Plant (DDP) of MERALCO

i

Demand Side Management (DSM) Program

Write up on other documentation that may be needed by
the ERC in the course of the evaluation, such as, but not
limited to the following:

a) Latest Audited Financial Statements of PEDC;

b) Bank Certification of Long-term Loans;

c) Operating Expenses;

d) Sworn Statement detaiing how the fuel was
competitively procured etc;

e) Certification on the net heat rate

f) Simulation of the no. of operating units necessary to
meet the MEOT and/or additional energy/demand
requirements of the DU.

g) Potential Cost of Ancillary Services

XSl C

PRAYER

WHEREFORE, premises considered, it is respectfully prayed
that, after hearing on the merits, a Decision be rendered
APPROVING the PSA between Applicants MERALCO and PEDC.

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

Pasig City, 27 April 2016.

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

FRANC | . NIO
Roll off Attorneys No. 48145
PTR No. 1473407; 01/21/16; Pasig City
IBP No. 1023724, 01/08/16; RSM
MCLE Compliance No. V-0004608; 6 November 2014

12
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CARMEN ACE S. RAMOS
Roll of Attorneys No. 55945
PTR No. 1473409; 01/21/16; Pasig City
IBP No. 1023723; 01/08/16; RSM
MCLE Compliance No. V-0004623; 6 November 2014

ANGELICA DIANE B."MONTEZA

Roll of Attorneys No. 55575
PTR No. 1473410; 1/21/16; Pasig City
IBP No. 1023725; 1/8/16; RSM
MCLE Compliance No. V-0004620; 6 November 2014

7" Floor, Lopez Building,

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

13



PANAY ENERGY DEVELOPMENT CORPORATION
Applicant

AMANDA ROSELLE A. BENGSON
IBP Lifetime Membership No. 05696/ Makati City
PTR No. 5334776/ 18 January 2016/ Makati City
Roll of Attorneys No. 46163
MCLE Compliance No. V-0016866/ 16 March 2016
AmandaRoselle.Bengson@globalpower.com.ph

A

IRVING HUA
IBP Lifetime Membership No. 06662/ Makati City
PTR No. 5323321/ 4 January 2016/ Makati City
Roll of Attorneys No. 54217
MCLE Compliance No. V-0013314/ 26 January 2016
Irving.Chua@globalpower.com.ph

KARL JOSEF D. BANAG
IBP No. 1014679/ 4 January 2016/ Cebu City
PTR No. 10345166/ 4 January 2016/ Cebu City
Roll of Attorneys No. 51767
MCLE Compliance No. V-0008046/ 4 May 2015
KarlJosef.Banag@globalpower.com.ph

MARK JOREL O. CALIDA
IBP No. 1027226/ 3 February 2016/ Makati City
PTR No. 5334779/ 18 January 2016/ Makati City
Roll of Attorneys No. 61457
MCLE Compliance No. IV-0013581/ 19 March 2013
MarkJorel.Calida@globalpower.com.ph

CHARLENE LORENA D. GARCIA
IBP No. 1032788/ 14 March 2016/ Quezon City
PTR No. 5430359/ 18 March 2016/ Makati City
Roll of Attorneys No. 63569
MCLE Compliance No. V-0007959/ 27 May 2015
Charlenel orena.Garcia@globalpower.com.ph

c/o GLOBAL BUSINESS POWER CORPORATION
22/F GT Tower International
6813 Ayala Avenue corner H.V. de la Costa Street, Makati City
Tel. No. 464 1600; Fax No. 464 1600 Loc. 1147

18



REPUBLIC OF THE PHILIPPINES )
CITY OF PASIG )s.s.

VERIFICATION
AND CERTIFICATION OF NON-FORUM SHOPPING

I, 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 —

L | am the Vice President and Head, Regulatory Affairs Office, of
Applicant Manila Electric Company (“MERALCO”). 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 “Y”;

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;

D. 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.

ESS WHEREOF, | have hereunto affixed my signature this
APR Iﬁd?v‘gaﬁl at Pasig City, Philippines.

SUBSCRIBED and SWORN to before-me this APR 27 2016 , affiant
having exhibited to me his Social Security System ID bearing the number 33-
10900088.

Doc. No. M;

Page No. ff? : F ;
. until December 31, 2018
Book No. ! RoilNo. 55889; IBP No, 1023728 01/08/16; Caplz

Series of 2016. PTR No. 14734 14: 04/21/18; Pasig City
F!Jor, Lopez Bidg., Ortigas Ave., Pasig City




REPUBLIC OF THE PHILIPPINES)
CITY OF )S.S.

VERIFICATION
AND CERTIFICATION OF NON-FORUM SHOPPING

I, JAIME T. AZURIN, Filipino, of legal age, married, with office address at 22"
Floor, GT International Tower, 6813 Ayala Avenue, Makati City , after being
sworn in accordance with law, hereby depose and say that —

1= | am the Executive Vice President of Applicant Panay Energy
Development Corporation (PEDC). In such capacity, | have caused the
preparation and filing of the foregoing Application;

2, Moreover, | have been authorized by the Board of Directors of
PEDC 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 “z”;

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 PEDC;

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.

w!!"';WTmS WHEREOF, _I‘Have h'e'reu_nto affixed my signature this
- ati : i , Philippines.

[

JA . AZURIN

Affiant

SUBSCRIBED and SWORN to before me'this ___APR 7 7 7[]1f affiant
having exhibited to me his Passport bearing the number EC3880797 issued on 8
April 2015 at DFA NCR South.

ATTY. GARMEN GRACE S, RAMOS
NOTARY PUBLIC
Doc. No. [flr : l;ii;ggzajilroi.;az%mg&sran Juan
. e y 13, 2015 at Pasig Ci
Page No. ; oot Dt 31 s ty
Book-Ne, ’ Roll No. 55545 18P No. 1023723: 01/08/16 RSM Chapt
Series of 2016. » o Lhapler
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POWER SUPPLY AGREEMENT

This Power Supply Agreement (the “Agreement”) is entered into as of April 26, 2016 by and
between:

1.

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

Panay Energy Development Corporation (hereinafter “Power Supplier”), a
corporation duly organized and existing under the laws of the Republic of the
Philippines, with its principal place of business at Brgy. Ingore, La Paz, Iloilo City.

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

RECITALS

Meralco is a distribution utility operating an electric power distribution system in Metro
Manila and the surrounding provinces on the island of Luzon in the Philippines by
virtue of its legislative franchise under Republic Act No. 9209 (the “Franchise”).

Power Supplier owns and operates a 2x82 MW and a 1x150 MW (gross) coal-fired
power generating facility in Brgy. Ingore, La Paz, Iloilo (the “Plant”), on the island of
Panay in the Philippines, which is scheduled to become operational by August 26, 2016.

Power Supplier desires to sell capacity and associated energy from the 1x150 power
generating unit of the Plant (the “Unit”) to Meralco, under the terms and conditions
specified in this Agreement.

Meralco desires to purchase up to 70MW of such capacity and associated energy from
Power Supplier, under the terms and conditions specified in this Agreement.

Meralco and Power Supplier desire to define in this Agreement their respective rights
and obligations with respect to the sale and purchase of capacity and associated energy
from the Plant and other related matters.

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 Definitions and Interpretation

1.1

Definitions

When used in this Agreement, the capitalized words, phrases and terms set out in this
Article 1 shall have the following meanings:

Acceptable Bank has the meaning given to it in Section 4.1.
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Acceptance Date means the date of written acceptance by Power Supplier of the ERC
Provisional Approval or ERC Final Approval, whichever occurs earlier, in accordance
with Section 13.2.3.

Affiliate shall mean, with respect to any Person, any other Person that directly or
indirectly through one or more intermediaries, Controls, is Controlled by, or is under
common Control with, such Person.

Agreement means this Power Supply Agreement, including its appendices,
attachments, and Schedules, as amended from time to time in accordance with this
Agreement.

Annual Maintenance Plan has the meaning given to it in Section 8.2.1.
Arbitration Rules has the meaning given to it in Section 19.2.1.

Associated Energy means cnergy generated by the Plant and declared at the WESM as
BCQ by Power Supplier for Meralco.

Bilateral Contract Quantities or BCQ refers to the quantity of electrical energy as
declared by Power Supplier at the WESM for Meralco for any Trading Interval/s.

Benefits to Host Communities Charges means the financial benefits due to the host
local government unit as mandated by the DOE’s Energy Regulations 1-94.

Billing Period means: (i) for the first Billing Period, the period commencing on the
Operations Effective Date and ending on the immediately succeeding twenty-fifth (25")
Day of the month, (ii) each successive period commencing on the 26" Day of the Month
and ending on the twenty-fifth (25™) Day of each successive calendar month thereafier,
and (iii) for the final Billing Period, the period starting immediately after the end of the
next to last Billing Period of the Term to the last Day of the Term, or, if this Agreement
is terminated earlier in accordance with the terms hereof until the Day of termination;
provided that, if the Market Operator imposes a mandatory change to the billing cycle
of WESM that cannot be reconciled with the foregoing Schedule, the Parties agree to
revise the Billing Period under this Agreement to conform with such changed WESM
billing cycle, so long as such revised Billing Period is commercially reasonable.

Business Day means any Day from Monday to Friday on which banking institutions
are open for the transaction of business, excluding national holidays in the Philippines
and local holidays in Pasig City and Makati City, as the context may require.

Capacity Payment has the meaning given to it in Appendix D.

Capacity Test Certificate means a certificate attesting to the results of the NDC Test
signed by the Independent Engineer.

Change in Circumstances means:

(a) any Law coming into effect after the signing of this Agreement, including the
adoption or enactment, or any change or repeal with respect to the imposition
of taxes, duties, levies, fees, charges and similar impositions, and the right to
remit or convert currencies, but in all cases excluding any Legal Requirement
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or the application or interpretation thereof in existence at such date but which
by its explicit terms became effective only after the date of this Agreement; or

(b)  the amendment, modification, repeal or withdrawal of any Law (including any
official interpretation thereof which the Parties have relied upon in entering into
this Agreement) in force at the date hereof; or

(c) the application, enforcement, interpretation or implementation of any Law by a
Governmental Instrumentality at any time after the date of this Agreement;

which causes or may cause serious damage to, or materially and adversely affects the
financial condition, of any of the Parties.

For the avoidance of doubt, changes or variations over time of the costs of operation of
Power Supplier or Meralco or variations over time of the market prices or the values of
electricity shall not in themselves constitute a Change in Circumstances.

Change of Control means, with respect to Power Supplier, any direct or indirect sale
and/or transfer of stock or membership interests, reorganization, merger, consolidation
or other form of business transaction or series of business transactions, involving more
than fifty percent (50%) of the voting interests of Power Supplier (or the reorganized,
merged or consolidated entity’s then outstanding voting interests) or any direct or
indirect change in the power to direct or cause the direction of the management policies
of Power Supplier.

Claim means, with respect to any Person, any and all suits, sanctions, legal proceedings,
claims, assessments, judgments, damages, penalties, fines, liabilities, demands,
reasonable out-of-pocket expenses of whatever kind and losses incurred or sustained
by or against such Person.

Commencement Date has the meaning given to it in Section 3.3.

Commercial Operations Date means the date that the conditions set out in Section
3.5.1 (other than Commercial Operations Date Certificate) have been satisfied and the
Unit shall have consequently entered into commercial operation.

Commercial Operations Date Certificate means a certificate of the Independent
Engineer attesting to the occurrence of the Commercial Operations Date.

Confidential Information has the meaning given to it in Section 21.3.

Connection Agreement means the connection agreement executed or to be executed
and in effect from time to time between Power Supplier and NGCP in respect of the
Plant.

Contract Capacity or CC shall be initially set at 28 MW, and increased to 70 MW on
February 26, 2017, subject to Sections 9.2 and 9.3.

Contract Year means:

(a) for the first (1st) Contract Year, the period consisting of the first Billing Period
and the succeeding eleven (11) Billing Periods; and
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(b) thereafter, each successive year consisting of twelve (12) Billing Periods until
the final Contract Year, which shall end on the last Day of the Term.

Control shall mean, in respect of any company or corporation, the ownership (whether
directly or indirectly) of more than fifty percent (50%) of the total issued voting share
capital of that company or corporation, or the ability to otherwise direct the business
and affairs of that company or corporation or the ability to appoint a majority of the
members of the board of directors or similar corporate body or bodies of that company
or corporation through the ownership of securities with voting power or otherwise, and
the terms Controls and Controlled shall have correlative meanings.

Coordinating Committee means the committee established pursuant to Section 7.1.2.
Curtailment is as defined in the OATS Rules under ERC Case No. 2006-015RC.

Day means a 24-hour period beginning 0001H and ending at 2400H Philippine time.
Unless expressly stated otherwise, a Day shall refer to a calendar day.

Delay Limit Date has the meaning given to it in Section 17.6.2

Delivery Point means the high side of the connection point of Power Supplier to the
Visayas Grid.

Dispatch and Dispatch Instructions means the instructions issued by the System
Operator to Power Supplier to schedule and control the generation of electricity by the
Plant in order to increase or decrease the electrical energy generated by the Plant. -

Dispute has the meaning given to it in Section 19.1.

Distribution Code means the Philippine Distribution Code adopted by the ERC under
ERC Resolution No. 115, for the operation, maintenance and development of the
Distribution Systems, including amendments, modifications, exclusions, replacements
or re-enactments thereof, as the case may be, and all other sets of rules, requirements,
procedures and standards governing distribution utilities in the Philippines.

Distribution Systems means the system of wires and associated facilities belonging to
a franchised distribution utility extending between delivery points on the Philippine
Grid or from the generator connection to the point of connection at the premises of the
end-user.

Distribution Utility shall have the meaning given to it in EPIRA.
DOE means the Department of Energy of the Philippines.
Downgrade Event has the meaning given to it in Section 4.3.
Effective Date has the meaning given to it in Section 3.1.

Energy Imbalance Fees means the settlement fees, charges or other similar amounts
assessed by the Market Operator on Power Supplier in relation to ex-ante and ex-post
trading imbalances, in accordance with the WESM Rules.
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Energy Payments has the meaning given to it in Appendix D.

Environmental Law means any applicable Legal Requirement or other Legal
Requirement governing or relating to (i) the environment, (ii) releases or threatened
releases of Hazardous Materials, including without limitation investigations,
monitoring and abatement of such releases, and (iii) the manufacture, handling,
transport, use, treatment, storage or disposal of Hazardous Materials or materials
containing Hazardous Materials.

EPIRA means Republic Act No. 9136, otherwise known as “The Electric Power
Industry Reform Act of 2001

Equity Interests in the Power Supplier means, at any date, the ownership rights as
shareholders of the Power Supplier.

ERC means the Energy Regulatory Commission of the Philippines or any successor
Governmental Instrumentality.

ERC Application has the meaning given to it in Section 13.3.1.

ERC Final Approval means the decision issued by the ERC on the application filed
by the Parties secking approval of this Agreement.

ERC Provisional Approval means the interim relief issued by the ERC on the
application pending issuance of the ERC Final Approval.

Event of Default means a Power Supplier Event of Default or a Meralco Event of
Default, as the context may require.

Event of Force Majeure has the meaning given to it in Article 16.
Final Invoice has the meaning given to it in Appendix G.

Finance Documents means the agreements for the making available of any loan, credit
facility, notes (inciuding floating rate notes and commercial paper), bonds,
subordinated debt or other funds other than equity or equity-related funds and including
working capital and any letters of credit (and related agreements), security agreements,
swap agreements, any other hedging agreements, and any other documents, relating to
the financing or refinancing of the development, construction, acquisition, ownership,
operation and maintenance of the Plant.

Forced OQutage means (a) any interruption of the Unit’s generating capability resulting
in an unplanned reduction or suspension of the electrical output from the Unit and/or
unavailability of capacity in whole or in part from the Unit; (b) any automatic shutdown
of any part of the Unit; and (¢) any other unavailability of the Unit for operation, in
whole or in part, for maintenance and/or repair, and in each of (a), (b) or (c), that is not
a Scheduled Outage and not the result of an Event of Force Majeure or the
circumstances described in Section 17.5, and that affects the Unit’s ability to generate
and export all or any portion of the Contract Capacity or Associated Energy. Any
interruption, reduction or suspension of the Plant’s output as instructed by the System
Operator shall not be considered as a Forced Outage.

Con_
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Franchise shall have the meaning given to it in the Recitals.

Full Load Equivalent Forced Outage Allowance Days has the meaning given to it in
Section 8.1.1.

Full Load Equivalent Scheduled Outage Allowance Days has the meaning given to
it in Section 8.1.1.

Government means the government of the Philippines.

Governmental Authorizations means all authorizations, consents, decrees, permits,
waivers, privileges and approvals from and filings with all Governmental
Instrumentalities necessary for the execution and performance of this Agreement.

Governmental Instrumentality means the Government or any ministry, department,
agency, bureau, commission, judicial, quasi-judicial or administrative body, or political
subdivision thereof, the Bangko Sentral ng Pilipinas, and any state-owned company, in
each case within the Philippines.

Grid Code means the Philippine Grid Code adopted by the ERC under ERC Resolution
No. 115 for the operation of the Philippine Grid, including amendments, modifications,
exclusions, replacements or re-enactments thereof, as the case may be, and all other
rules adopted by the ERC or other Governmental Instrumentality for the operation of
the Philippine Grid.

Grid Management Committee or GMC means the committee established under the
Grid Code.

Hazardous Materials means any petroleum or petroleum products, radioactive
materials, asbestos in any form that is or could become friable, urea formaldehyde foam
insulation, and transformers or other equipment that contain dielectric fluid containing
polychlorinated biphenyls and any other chemical, material, substance or any of their
derivatives, which by its nature or concentration or quantity, either directly or indirectly,
can pollute and/or harm the environment, health, the perpetuation of livelthood of
human and other living creatures, and are now or hereafter become defined as or
included in the definition of “hazardous substances”, “hazardous wastes”, “hazardous
materials”, “extremely hazardous wastes”, “toxic substances” or “toxic pollutants™
under, or are regulated or become regulated as such, by Environmental Laws or in the
regulations promulgated pursuant to said Laws, in any case which are not naturally
occurring and present at levels in excess of those permitted by Environmental Laws.

Increased Charges has the meaning given to it in Section 11.2(a).

Independent Engineer has the meaning given to it in Section 21.16.

Invoice has the meaning given to it in Appendix G.

Laws means any decree, resolution, law, statute, act, ordinance, rule, rulings, direction,
order, treaty, code or regulation (including any of the foregoing relating to health or
safety matters or any Environmental Law) or any interpretation of the foregoing, as
enacted, issued or promulgated by any Governmental Instrumentality, including
amendments, modifications, exclusions, replacements or re-enactments thereof.
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Legal Requirements means all Laws, Governmental Authorizations and other licenses,
permits, approvals and agreements and any injunction or final judgment directly
applicable to the relevant Party of any Governmental Instrumentality having
jurisdiction over the matter in question.

Lenders means the creditors and their representatives which are parties to the Finance
Documents.

Longstop Date means the date falling six (6) months after the filing at the ERC of the
ERC Application.

Luzon Grid means the high voltage backbone system of interconnected transmission
lines, substations, and related facilities in Luzon, Philippines for the purpose of
conveyance of bulk power forming part of the Philippine Grid and operated and
maintained by the NGCP.

Market Operator means the person or entity in its role as such tasked with operating
and administering the WESM in accordance with the WESM Rules.

Meralco has the meaning given to it in the first paragraph of this Agreement, and its
permitted successors and assigns.

Meralco Event of Default has the meaning given to it in Section 17.2.
Meralco Parties has the meaning gtven to it in Section 15.1.1.

Metering Service Agreement means the Metering Service Agreement executed or to
be executed and in effect from time to time between Power Supplier and the Metering
Services Provider.

Metering Services Provider means the person or entity authorized by the ERC to
provide metering services subject to compliance requirements under existing ERC
regulations and WESM Rules.

Monthly Power Bill or MPB has the meaning given to it in Appendix D.
MW means MegaWatt.
MWh means MegaWatt-hour.

Net Dependable Capacity or NDC means the capacity of the Unit, net of the station
service as determined during the most recent NDC test.

Net Plant Heat Rate Test Certificate means a certificate attesting to the results of the
Net Plant Heat Rate test signed by the Independent Engineer.

New Charges has the meaning given to it in Section 11.2(a).

NGCP means National Grid Corporation of the Philippines (or its successor in interest
as System Operator, Transmission Services Provider or Metering Services Provider).

Notice of Change of Circumstances has the meaning given to it in Section 11.2(b).
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OATS Rules means the “Rules, Terms and Conditions for the Provision of Open
Access Transmission Service”, as adopted by the ERC pursuant to ERC Case No. 2006-
015RC, including amendments, modifications, exclusions, replacements or re-
enactments thereof, as the case may be.

Obligations to Lenders means, at any date, the total unpaid principal amount owed by
Power Supplier to the Lenders under the Finance Documents and accrued and unpaid
interest (including default interest) thereon plus any winding-up costs, prepayment
charges, or similar charges or costs for which Power Supplier is responsible under the
Finance Documents.

Operating Procedures means the procedures set out in Appendix F.
Operations Effective Date has the meaning given in Section 3.4.1.
Outage means a Forced Outage or Scheduled Outage.

Payment Date has the meaning given to it in Appendix G.

PDST-R2 means the Philippine Dealing System Treasury Reference Rate for a term
equivalent to three months, or if there is no equivalent term, the next longest term
closest to three months, as posted or displayed at 1700H (Manila time) on the relevant
page of the website of the Philippine Dealing and Exchange Corp.; provided, that if the
rate, page or website is not available on the relevant date, the applicable rate shall be
the last rate posted or displayed on such page before the rate, page or website became
unavailable; provided further, that if the page or website ceases to be available, the
applicable rate shall be that rate posted or displayed on such page, website or other
relevant service to be agreed upon by the Parties.

Performance Security has the meaning given to it in Section 4.1.

Person means any individual, corporation, partnership, association, joint stock
company, unincorporated organization, joint venture or Governmental Instrumentality.

Pesos or PHP means the lawful currency of the Philippines.
Philippines means the Republic of the Philippines.

Philippine Grid means the high voltage backbone system of interconnected
transmission lines, substations, and related facilities located in the Philippines for the
purpose of conveyance of bulk power.

Plant has the meaning given to it in the recitals of this Agreement.

Power Supplier has the meaning given to it in the first paragraph of this Agreement,
and its permitted successors and assigns. '

Power Supplier Event of Default has the meaning given to it in Section 17.1.

Power Supplier Parties has the meaning given to it in Section 15.1.1.
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Price means the terms upon which the amounts to be paid by Meralco to Power Supplier
for the purchase of Contract Capacity and Associated Energy (and Replacement Energy)
pursuant to this Agreement as provided in Appendix D are calculated, including any
indexation thereof and all adjustments and modifications thereto.

Prudent Operating Practices means, at a particular time, those practices, methods and
acts that are in accordance with standards of prudence applicable to the international
coal-fired electric utility industry which would have been expected to accomplish the
desired result consistent with reliability, safety, environmental protection and
expedition.

Reduction in Contract Capacity and Associated Energy has the meaning given to it
in Section 9.3.

Relevant Operating Regulations means (i) EPIRA; (ii) the WESM Rules; (iii) the
OATS Rules; (iv)the Grid Code; (v) the Distribution Code; and (vi) ali ERC rules and
regulations applicable to this Agreement.

Replacement Energy means the electric power procured by the Power Supplier or
Meralco, as the case may be, from the WESM or third parties not exceeding the
Contract Capacity during any Trading Interval for delivery to Meralco under the terms
and conditions of this Agreement.

Retail Competition and Open Access or RCOA means the system implemented by
the ERC allowing qualified persons open and non-discriminatory use of Distribution
Systems and the Philippine Grid, subject to the payment of transmission, distribution
and wheeling charges and other fees approved by the ERC.

Scheduled Outage means a removal of the Unit or any portion thereof from service
initiated by Power Supplier for regular scheduled inspection, testing, preventive
maintenance, corrective maintenance, repairs, replacement or improvement that has
been scheduled in accordance with Section 8.2.

Site means the land on which the Unit is located, as described in Appendix A.
Supplier has the meaning given to it in the EPIRA.

System Emergency refers to any unforeseeable condition affecting the System (as
defined in the Grid Code), which may cause (i) the disconnection of the Unit from the
Luzon Grid and/or Visayas Grid or any disruption in the supply of electric energy from
the Unit for reasons other than a Forced Outage, or (ii) suspension of electric energy
off-take from Power Supplier in order to prevent or avoid significant disruption of
service to Meralco or danger to life or property.

System Operator means the entity responsible under the WESM Rules in its role as
such for generation dispatch, the provision of ancillary services, and the operation and
control of the Philippine Grid to ensure its safety, power quality, stability, reliability
and security.

Technical Limits means the limits and constraints relating to the operation,
maintenance and dispatch of the Unit described in Appendix B.

Sl
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Term has the meaning given to it in Section 2.2.1.1.

Term Extension has the meaning given to it in Section 16.3.3.
Termination Notice has the meaning given to it in Section 17.4(a).
Termination Notice Dispute has the meaning given to it in Section 17.4(c).

Trading Interval has the meaning given to it in the WESM Rules.
Transfer has the meaning given to it in Section 9.2.

Transmission Failure means the outage of the component of the transmission system
which results in the inability of that component to transmit power.

Transmission Service Agreement means the Transmission Service Agreement
executed or to be executed and in effect from time to time between Power Supplier and
the Transmission Services Provider in respect of the Plant.

Transmission Services Provider means NGCP in its role as operator of the Philippine
Grid.

Tribunal has the meaning given to it in Section 19.2.1.

Unit means the 150 MW (gross) coal-fired generating unit of the Plant, as more
particularly described in Appendix A.

USD means the lawful currency of the United States of America.

Visayas Grid means the high voltage backbone system of interconnected transmission
lines, substations, and related facilities located in Visayas, Philippines for the purpose
of conveyance of bulk power forming part of the Philippine Grid, and operated and
maintained by NGCP.

WESM means the Wholesale Electricity Spot Market established by the DOE under
DOE Circular No. 2006-06-008 pursuant to Section 30 of the EPIRA.

WESM Differential has the meaning given to it in Section 3.5.2.

WESM Market Fees means the charges imposed on Power Supplier by the Market
Operator, as approved by the ERC.

WESM Rules means the rules promulgated by the DOE under Department Circular
No. 2002-006-003 pursuant to Section 30 of the EPIRA, including amendments,
modifications, exclusions, replacements or re-enactments thereof, as the case may be,
that establish the basic rules, requirements, procedures and standards that govern the
operation of the Philippine electricity market.

Interpretation

In this Agreement, unless otherwise specified:

G-
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references to “Meralco” are to Meralco’s Distribution Utility business segment and its
successors and assigns;

any actions, occurrences, events and omissions (including without limitation any
Events of Default and Events of Force Majeure) shall be considered as separate, distinct
and independent of any actions, occurrences, events and omissions (including without
limitation any Events of Default and Events of Force Majeure) under any other
agreement for the supply of power between Meralco and Power Supplier;

the table of contents and the headings are inserted for convenience only and do not
affect the interpretation of this Agreement;

references to Articles, Sections, sub-Sections, Appendices and Schedules are to Articles,
Sections and sub-Sections of, and Appendices and Schedules to this Agreement, and
references in an Appendix or a Schedule to a paragraph or an attachment are to a
paragraph of or an attachment to that Appendix or Schedule;

references to this Agreement or any other document are to that document as from time
to time amended, varied, added to, substituted, renewed, extended, restated, novated or
replaced;

a reference to any agreement is to that agreement as amended;

references to any Law includes any subordinate legislation made under it;

a reference to any Law shall be construed as a reference to the Law as amended,
modified, supplemented, consolidated or replaced from time to time;

references to time are to Philippine time;

references to “the date of this Agreement” is a reference to the date of this Agreement
as shown in the Preamble of this Agreement;

if any amount payable under this Agreement falls due on a date that is not a Business
Day, payment shall be made on the next succeeding Business Day;

the words “include” and “including” shall not limit the generality of any preceding
words or be construed as being limited to the same class as the preceding words where
a wider construction is possible;

the singular includes the plural and vice versa, and without limiting the generality of
the foregoing, any word or expression defined in the singular has the corresponding

meaning used in the plural and vice versa;

a reference to writing includes printing, typing, lithography and other means of
reproducing words in a visible form;

any reference to a pérson or entity includes such person or entity’s permitted successors
and assigns;
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1.2.16 words not otherwise defined in this Agreement that have well known and generally

accepted technical or trade meanings are used herein in accordance with such
recognized meanings.

Article2 Purpose; Term

2.1

2.2

2.2.1

Purpose

The purpose of this Agreement is to set out the rights and obligations of each Party with
regard to the sale and purchase of Contract Capacity and Associated Energy of the Unit.

Term of Agreement

Subject to Article 3, this Agreement shall become effective on the Effective Date.

2.2.1.1 The term of this Agreement (the “Term”) shall commence on the Operations Effective

222

Date and shall expire on the date falling twenty (20) years after the Operations Effective
Date, unless terminated earlier in accordance with the terms of this Agreement or
extended by the application of Sections 2.2.2 and 16.3.3.

The Term may be renewed for an additional period of up to five (5) years under the
same terms and conditions, upon mutual agreement, by giving prior written notice to
the other Party at least one hundred eighty (180) Days prior to the end of the Term.

Article 3 Conditions Precedent, Effective Date, Commencement Date and Operations

3.1

3.2

Effective Date

Effective Date

The Effective Date shall be the date the conditions precedent in Section 3.2 have been
satisfied or waived by the relevant Party (the “Effective Date”).

Conditions Precedent

Subject to Sections 3.3 and 3.4, the Parties’ rights and obligations shall commence as
of the Effective Date, upon the satisfaction of the following conditions:

(a) Each of the Parties shall have received from the other Party evidence confirming
the other Party’s corporate approvals for the execution, delivery and
performance of this Agreement.

(b) Power Supplier has received from Meralco the documents and evidence set forth
in Part 2 of Appendix C.

(c) Meralco has received from Power Supplier the documents and evidence set forth
in Part 1 of Appendix C.

The representations and warranties of Power Supplier and Meralco contained herein
shall be true and correct in all material respects on and as of date of the execution of
this Agreement, the Effective Date, the Commencement Date, Operations Effective
Date and Commercial Operations Date.

Cn
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For the avoidance of doubt, notwithstanding the preceding sentences of this Section 3.2,
the provisions of Section 13.2, Article 17, Article 18, Article 19, Article 20, and Article
21 shall be effective from the date of execution of this Agreement.

Within seven (7) Days after the satisfaction of the conditions referred to in this Section
3.2, Meralco and Power Supplier shall issue a joint certification confirming that the
Effective Date has occurred.

Commencement Date
The “Commencement Date” shall occur upon the satisfaction of the conditions below:
(a) The conditions set out in Section 3.2 have been fulfilled;

(b)  Each Party has delivered to the other Party a certification dated no earlier than
two (2) Days prior to the proposed Commencement Date to the effect that its
representations and warranties contained herein shall be true and correct in all
material respects on and as of the Commencement Date; and

(c) On or before the Longstop Date, the ERC shall have approved this Agreement,
including the pricing structure as set out herein (or as otherwise acceptable to
Power Supplier), in the ERC Provisional Approval or ERC Final Approval.

Within seven (7) Days after the satisfaction of the conditions referred to in this Section
3.3, Meralco and Power Supplier shall issue a joint certification confirming that the
Commencement Date has occurred.

Operations Effective Date

Power Supplier covenants that Operations Effective Date shall occur on August 26,
2016 (the “Operations Effective Date”).

Following the Operations Effective Date, the obligations of Power Supplier and
Meralco under this Agreement with respect to sale and purchase of Contract Capacity
and Associated Energy, and Replacement Energy, shall become effective.

Commercial Operations Date

The Unit shall achieve Commercial Operations Date upon delivery by Power Supplier
of the documents enumerated below, in form and substance satisfactory to Meralco:

(a) Capacity Test Certificate dated no earlier than fifteen (15) Days prior to the date
of the Commercial Operations Date Certificate confirming a value of the Net
Dependable Capacity of the Unit;

(b) a Net Plant Heat Rate Test Certificate dated no earlier than fifteen (15) Days
prior to the date of the Comumercial Operations Date Certificate;

(c) certified true copy of the certificate of compliance of the Power Supplier as a
generation company issued by the ERC, its registration as a member of the
WESM and evidence of its execution of a Market Participation Agreement with
the Philippine Electricity Market Corporation; and a certification that all relevant

Cn_-
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permits, licenses, authorizations and other approvals from all Government
Authorities and third parties needed for the operation of the Unit and the supply
of electricity by the Power Supplier to Meralco have been obtained by Power
Supplier;

(d) a Commercial Operations Date Certificate; and

(e) Power Supplier certification that the insurances required under this Agreement
relevant for at least the first Contract Year have been obtained, as certified by
Power Supplier’s insurance advisor or broker.

If the Commercial Operations Date has not occurred by the Operations Effective Date,
Power Supplier shall provide Replacement Energy at the Price until the Delay Limit
Date, subject to Section 17.6.2.

(a) Power Supplier shall not be entitled to any Qutage during this period.

(b) If Power Supplier fails to provide Replacement Energy, Power Supplier shall
be liable to pay Meralco the amount equivalent to the difference between (i) the
WESM cost of the Replacement Energy and (ii) the amount Meralco would
have paid for the Replacement Energy had it been paid at the Price (“WESM
Differential”). For the avoidance of doubt, if the WESM Differential is a
negative number, Meralco shall have no liability whatsoever to Power Supplier.

Within five (5) Days from procurement of Replacement Energy from WESM, Meralco
shall bill Power Supplier for payment of the WESM Differential; and Power Supplier
shall pay Meralco the WESM Differential within five (5) Days from receipt of such bill.

Within five (5) Days from Meralco’s receipt of the provisional invoice from WESM
that includes the WESM Differential, Parties shall reconcile the total WESM
Differential against cumulative payments made by Power Supplier. Any shortage or
excess in payments shall be reflected as an adjustment to the Invoice for the
immediately succeeding Billing Period, in accordance with Appendix D.

In the event Power Supplier fails to pay Meralco the WESM Differential within the
period stated in Section 3.5.3, Meralco shall be entitled to draw on the Performance
Security, subject to the obligation of Power Supplier to replenish the Performance
Security in accordance with Section 4.6. The amount drawn shall be deducted from the
generation cost to be passed on to Meralco’s customers.

Article 4 Performance Security

4.1

Power Supplier shall, within fifteen (15) Days from the Acceptance Date, deliver to
Meralco one or more security (each, a “Performance Security”) in an aggregate
amount equivalent to PHP 80,640,000.00 (the “Security Amount”). Each Performance
Security shall (i) be in the form of an irrevocable stand-by letter of credit or bank
guarantee, (ii) at the time of issuance thereof, be issued by an Acceptable Bank, and
(tii) have a face value, when aggregated with the other Performance Securities,
equivalent to not less than the Security Amount.

14
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As used herein, “Acceptable Bank” means a domestic bank included in the list of banks
agreed between the Parties, provided that, as of the date of the execution of this
Agreement, the initial list of Acceptable Banks shall be as follows: (i) Bank of the
Philippine Islands, (ii) BDO Unibank Inc., (iii} China Banking Corporation, (iv)
Metropolitan Bank and Trust Company, (v) Philippine National Bank, (vi) Rizal
Commercial Banking Corporation, and (vii) Security Bank Corporation.

If a Performance Security is subject, pursuant to its terms, to a fixed expiry date, Power
Supplier shall, not less than ten (10) Days prior to such expiry date, amend or replace
the Performance Security with a duly-executed amended or replacement Performance
Security, compliant with the requirements under Section 4.1 of this Agreement.

If, at any time, a Downgrade Event occurs in respect of the issuing bank of the
Performance Security, Power Supplier shall procure a replacement Performance
Security from another Acceptable Bank within thirty (30) Days of the occurrence of the
Downgrade Event. For this purpose, “Downgrade Event” means that the Acceptable
Bank’s total equity as reported in the latest quarterly published Balance
Sheet/Statement of Condition submitted to the Bangko Sentral ng Pilipinas falls below
PHP 40 billion.

Each Performance Security shall stand as security for the faithful and proper
compliance by Power Supplier of its obligation to provide Replacement Energy under
this Agreement and shall be procured and maintained by Power Supplier until
commercial operations of the Unit.

Within thirty (30) Days after Commercial Operations Date, Meralco shall return to
Power Supplier the Performance Security less any amount properly due and owing from
Power Supplier to Meralco under this Agreement.

If any amounts are drawn from the Performance Security by Meralco in accordance
with Section 3.4.4, Power Supplier shall, on or before the date that is five (5) Days after
the draw, deliver an additional irrevocable stand-by letter of credit or bank guarantee
in an amount equivalent to the amount drawn by Meralco, to restore the amount of the
Performance Security to the Security Amount.

Meralco may draw the entire amount of the Performance Security and hold the proceeds
in trust as cash collateral if Power Supplier fails to procure a replacement Performance
Security within the time required under Sections 4.3 above.

Article 5 Sale and Purchase of Contract Capacity and Associated Energy

5.1

5.1.1

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

From the Operations Effective Date until the expiration of the Term or earlier
termination of this Agreement, Power Supplier shall:
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5.2
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(a) make available to Meralco, and Meralco shall purchase from Power Supplier,
at the Price determined in accordance with Appendix D, the Contract Capacity
of the Unit; and

(b) sell to Meralco, and Meralco shall purchase from Power Supplier, at the Price
determined in accordance with Appendix D, the Associated Energy, to the
extent of Meralco’s relevant day-ahead nominations.

The Dispatch of Contract Capacity and Associated Energy shall meet the requirements
set out in Appendix B (Technical Limits).

Unless otherwise expressly permitted by this Agreement, Power Supplier shall not,
without Meralco’s prior written consent sell, divert, grant, transfer, dedicate, reserve or
assign all or any portion of the Contract Capacity and Associated Energy to any Person
other than Meralco.

Power Supplier shall source its supply for Meralco only from the Plant except during
(i) the period from Operations Effective Date until Commercial Operations Date; (ii)
Scheduled Outages and Forced Outages; and (iii) any Curtailment due to Dispatch
Instructions.

The supply of the Contract Capacity and Associated Energy by Power Supplier to
Meralco shall be in accordance with WESM Rules. Moreover, each Party shall, during
the Term, always keep and maintain its registration as bona fide direct trading member
of the WESM.

The Associated Energy shall have been delivered to Meralco upon its declaration in the
WESM by Power Supplier as its Bilateral Contract Quantities at the Power Supplier
WESM node with Meralco as the counterparty in accordance with the WESM Rules.

Title Transfer and Risk of Loss

Title and risk of loss over the nominated capacity and Associated Energy shall transfer
from Power Supplier to Meralco at the Delivery Point.

Nominations

Within five (5) Days after the Operations Effective Date, Power Supplier shall furnish
Meralco with its non-binding year-ahead capacity availability for the first Contract Year.
Within five (5) Days from receipt of such non-binding year-ahead capacity availability
for the first Contract Year, Meralco shall furnish Power Supplier with its non-binding
year-ahead energy nomination for the first Contract Year.

For administrative and planning purposes only, Power Supplier shall furnish Meralco
with year-ahead, month-ahead and week-ahead capacity availability and Meralco shall
furnish Power Supplier with non-binding year-ahead, month-ahead and week-ahead
nominations of Contract Capacity, in accordance with the 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 the year-ahead nominations, the month-ahead nominations and the week-
ahead nominations in accordance with Appendix F.

O~
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Power Supplier shall furnish Meralco with its day-ahead capacity availability and
Meralco shall furnish Power Supplier with its binding day-ahead nominations on an
hour-by-hour basis, subject to the Contract Capacity and dispatch ramp rates, as
specified in Appendix B, and in accordance with the WESM Rules and Operating
Procedures.

Notwithstanding Section 5.3.3, Meralco shall have the option to increase or decrease
its day-ahead nominations, subject to the Technical Limits, Operating Procedures and
Grid Code.

WESM Declarations

Power Supplier shall ensure that its day-after daily declaration of BCQs reported to the
Market Operator (as required by the WESM Rules) accurately reflects the nominations
of Meralco. Any amounts assessed by the Market Operator on the Parties, including
amounts for energy imbalances as a result of an erroneous declaration by Power
Supplier of its BCQs shall be borne by Power Supplier, and Power Supplier shall
indemnify and hold Meralco harmless from any loss, cost, expense or penalty incurred
or paid by Meralco as a result of any such erroneous declaration. If the Market Operator
invoices Meralco for any such amounts, Power Supplier shall reimburse Meralco within
seven (7) Days from receipt of written demand therefore. Further, Power Supplier shall
pay Meralco an administrative fee of Fifty Thousand Pesos (PHP50,000.00) for each
incident of erroneous BCQ declaration due to the Power Supplier’s fault.

On a daily basis, Power Supplier shall furnish Meralco with copies of the prior Day’s
hourly declaration of BCQs reported by Power Supplier to the Market Operator for the
prior Day. Meralco shall review such reports in accordance with the Operating
Procedures and Power Supplier shall immediately notify Market Operator of any
corrections to its declaration of BCQs in accordance with the WESM Rules.

Article 6 Interconmection, Transmission and Metering

6.1

6.2

Connection Agreement, Transmission Service Agreement and Metering Service
Agreement

Power Supplier shall enter into a Connection Agreement and Transmission Service
Agreement with NGCP to connect the Plant to the Visayas Grid, and the relevant
Metering Service Agreement. Power Supplier shall be solely responsible for, and shall
bear all costs of obtaining such services, including any applications, studies and
approvals, and construction and installation of interconnection facilities and network
upgrades, other than as expressly provided in this Agreement.

Copies of Documents; Amendments

Within five (5) Days from execution thereof, Power Supplier shall furnish Meralco with
full and complete copies of the Connection Agreement, Transmission Service

_ Agreement and Metering Service Agreement. Power Supplier shall notify Meralco of

any intention and/or proposal to amend the Connection Agreement, Transmission
Service Agreement and/or Metering Service Agreement, and shall provide Meralco
with a copy of any such amendment within five (5) Days afier the effective date thereof.

G
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Power Supplier shall provide Meralco with thirty (30) Days’ prior written notice of
Power Supplier’s intent to assign the Connection Agreement, Transmission Service
Agreement and/or Metering Service Agreement.

Interconnection and Transmission Undertaking

At all times from Commercial Operations Date, the Power Supplier shall ensure that all
interconnection, fransmission and other agreements necessary for it to perform its
obligations hereunder (including the Connection Agreement, Transmission Service
Agreement and Metering Service Agreement) shall be in full force and effect.

Article 7 Operation and Maintenance of the Unit

7.1

7.1.2

7.2

7.3

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

Significant Incidents and Coordination

Power Supplier shall provide Meralco with significant incident reports and notices on
such accidents and other occurrences at the Site, which result in injury to persons or
damage to property that affect Plant operations, subject to Section 21.3.

The Parties shall maintain close coordination at all times in respect of all matters
relating to the supply of electricity under this Agreement. Power Supplier shall keep
Meralco sufficiently informed of all significant developments affecting the Plant. For
this purpose, the Parties shall establish a Coordinating Committee comprised of four (4)
members, two (2) appointed by each of Power Supplier and Meralco. The obligations
and responsibilities of the Coordinating Committee and the rules governing meetings
of the Coordinating Committee shall be as set out in Appendix F.

Coordination with Market Operator and System Operator

Power Supplier shall maintain operating communications between the Plant and each
of Meralco, the Market Operator and the System Operator in accordance with the
procedures to be developed by the Coordinating Committee consistent with the WESM
Rules and the Grid Code.

Emergency Planning

Power Supplier shall cooperate with Meralco in establishing agreed emergency plans
for the Plant, including, without limitation, recovery from a local or widespread
electrical blackout and voltage reduction in order to effect load curtailment, subject in
each case to the Technical Limits and Prudent Operating Practices.

Article 8 Outages

8.1
8.1.1

Outage Allowances and Replacement Energy

After Commercial Operations Date, -Bower Supplier shall be allowed Scheduled
Outages of thirty (30) Days (“Full Load Equivalent Scheduled Outage Allowance
Days™) and Forced Outages of fifteen (15) Days (“Full Load Equivalent Forced

o
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Outage Allowance Days”) each Contract Year, provided that a Forced Outage may
only be counted towards the Full Load Equivalent Forced Outage Allowance Days
upon provision to Meralco of a copy of the certification from the System Operator that
a Forced Outage has occurred. During these times, Meralco shall procure Replacement
Energy from the WESM and Power Supplier shall not bill Meralco for these quantities.

During Outages beyond the Full Load Equivalent Scheduled Outage Allowance Days
and/or Full Load Equivalent Forced Outage Allowance Days, Power Supplier shall
purchase Replacement Energy, which shall be declared as BCQ and paid by Meralco at
the Price. The supply by Power Supplier of Replacement Energy under this Section
8.1.2 shall be deemed fulfillment of Power Supplier’s obligation to make available the
Contract Capacity and to deliver the Associated Energy during such period.

During any period in which an Event of Force Majeure affects Power Supplier or
Meralco, Meralco shall procure Replacement Energy from the WESM to the extent
supply or offtake is so affected.

Scheduling Outages

By no later than March 31 of every year, Power Supplier shall inform Meralco of the
proposed annual Scheduled Qutages for the succeeding calendar year as submitted to
the System Operator (the “Annual Maintenance Plan”). In case of any revisions to
the Annual Maintenance Plan approved or initiated by the System Operator, Power
Supplier shall keep Meralco informed thereof immediately, but in no case less than
thirty (30) Days prior to the start of such revised Scheduled Cutage.

In case of Scheduled Outages other than those in the Annual Maintenance Plan, Power
Supplier shall (i) notify Meralco in writing at least three (3) Days prior to notifying the
System Operator and (ii) comply with the requirements of the System Operator.

Notification of Forced Outages

Subject to Article 10 of Appendix F, when a Forced Outage occurs, Power Supplier
shall notify Meralco of the existence, nature and expected duration of the Forced
Outage as soon as practicable after such occurrence and in any event within one (1)
hour from such occurrence. Power Supplier shall inform Meralco promptly of changes
in the expected duration of a Forced Outage.

Article 9 Adjustments in Contract Capacity and Associated Energy

9.1

9.2

Commencement of RCOA

The Parties acknowledge that RCOA is being implemented in phases in accordance
with the guidelines being issued by the ERC, and upon implementation, the amount of
Contract Capacity may be adjusted in accordance with the terms hereof.

Assignment or Transfer of Contract Capacity Due to RCOA

In connection with the irﬁplementation by the ERC of RCOA, Meralco shall, also be
entitled to assign, transfer, designate, delegate or allocate (collectively in this context,
“Transfer”) its rights and obligations to purchase a portion of Contract Capacity and

S
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Associated Energy that is no longer required by Meralco as a result of RCOA (i) to any
of its wholly-owned Distribution Utility or Supplier Affiliates (in each case, a direct
WESM member) or business segments, to the extent allowed by Law, without the prior
consent of the Power Supplier; or (ii) to any other Person subject to the consent of
Power Supplier, which consent shall not be unreasonably withheld.

In respect of Transfers not requiring Power Supplier’s consent, Meralco shall give a
written notice to the Power Supplier of such Transfer at least five (5) Days prior to the
first Day of the next Billing Period or by such date as would be sufficient for timely
notice to WESM of such change. In respect of Transfers requiring Power Supplier’s
consent, Meralco shall give a written notice to the Power Supplier of such Transfer at
least sixty (60) Days prior to the first Day of the next Billing Period or by such date as
would be sufficient for timely notice to WESM of such change.

Subject to the receipt of Meralco and the Power Supplier of the written acceptance of
such Transfer by the transferce:

(a) Meralco shall cease to have any rights and obligations under this
Agreement, and

(b)  the transferee shall assume all rights and obligations of Meralco under
this Agreement,

in respect of such portion of the Contract Capacity transferred under this Section 9.2,
commencing from the first Day of the Billing Period immediately following the
approval by the Market Operator of the supply arrangement between Power Supplier
and assignee, upon execution of acceptable documentation for such transferred Contract
Capacity and Associated Energy.

Reduction in Contract Capacity and Associated Energy

Subject to the provisions of Section 9.3.2 below, Meralco shall, from time to time, be
entitled to a reduction in the Contract Capacity and Associated Energy (the “Reduction
in Contract Capacity and Associated Energy”) equivalent to the reduction in the
demand of its captive customers by reason of the enforcement of RCOA and the
Renewable Energy Law.

Similarly, Power Supplier may request for a Reduction in Contract Capacity and
Associated Energy, subject to mutual agreement of the Parties.

Meralco shall give a written notice to the Power Supplier of such reduction at least
thirty (30) Days prior to the first Day of the next Billing Period. Upon receipt of Power
Supplier of such written notice, Meralco shall cease to have any rights and obligations
under this Agreement in respect of such Reduction in Contract Capacity and Associated
Energy.
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Article 10 Billing and Payment

10.1

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

Billing

Power Supplier shall render to Meralco an itemized Invoice for each Billing Period in
accordance with the provisions of this Agreement and Appendix G. Meralco shall pay
Invoices when due and payable in accordance with this Agreement and Appendix G.

Payments

Meralco shall pay the entire amount indicated in the Final Invoice (subject to
Appendix G) when due and payable, provided that Meralco shall not be required to
make payment on any Invoice that is manifestly in error, apparently invalid or not in
the form or substance contemplated by this Agreement until the same has been
corrected following prompt notice by Meralco to Power Supplier of such error,
invalidity or absence of proper form or substance.

If Meralco disputes all or any portion of an Invoice for a reason other than a manifest
error in, or the apparent invalidity or incorrect form or substance of, such Final Invoice,
Meralco shall nonetheless pay the full amount of such Invoice (subject to Appendix I).
Any payment by Meralco under this Section 10.2.2 is without prejudice to Meralco’s
right at a later.date within six (6) months following such payment to dispute, protest or
question any amount so paid.

If applicable, Meralco will endeavor to dispute, protest or question a Final Invoice
within fifteen (15) Days from the date of its receipt. In such a case, the dispute, protest
or question shall be resolved within sixty (60) Days from the date of filing thereof. If
the dispute, protest or question is not resolved, Meralco may at any time refer such
dispute, protest or question for resolution in accordance with Article 19.

If any withheld amount under Section 10.2.1 is subject to objection or Dispute, or 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 pursuant to Article 19 to be owing (including the refund of
any amount so paid under protest or subject of a Dispute) shall be paid within the later
of (a) the original due date of such payment and (b) seven (7) Days from such agreement
or settlement, with interest accruing thereon 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 award or settlement amount is paid. Interest shall be calculated on the actual
number of days elapsed over a three hundred sixty-five (365) Day basis equivalent to
the PDST-R2 plus two hundred (200) basis points for PHP-denominated charges;
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 the date of filing thereof, the Parties
agree to waive payment of any interest due on the amount owing (or, if payment has
been made under protest or Dispute, due on the amount to be refunded).

For the avoidance of doubt, if Meralco makes payment of a disputed Final Invoice and
thereafter refers such Dispute for resolution in accordance with Article 19 and such
Dispute is resolved in Meralco’s favor, Power Supplier shall in addition to refunding
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10.2.6

10.2.7

10.3

the disputed amount, be liable, subject to the waiver under Section 10.2.4, for the
payment of interest, which shall be calculated on the actual number of days elapsed
over a three hundred sixty-five (365) Day basis equivalent to the PDST-R2 plus two
hundred (200) basis points for PHP-denominated charges in each month in which the
sum was due and payable accruing from the date the disputed Invoice amount was paid
by Meralco until the time the award is paid.

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, including but not limited
to the award or settlement amount due under Section 10.2.5, interest thereon from the
date when payment was originally due until payment thereof is received shall be
calculated on the actual number of days elapsed over a three hundred sixty-five (365)
Day basis equivalent to the PDST-R2 plus two hundred (200) basis points (for charges
denominated in PHP), in each month in which the sum was due and payable.

Any reference to 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” to be made.

Setoff

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 11 Taxes, Fees and Costs

11.1

11.1.1

11.1.2

Responsibility for Taxes, Fees and Costs

Power Supplier shall make timely payment of the following amounts:
(a) WESM Market Fees;

(b)  Energy Imbalance Fees;

(c) Benefits to Host Communities Charges; and

(d)  Applicable value-added tax on any of the foregoing amounts in accordance with
Philippine Bureau of Internal Revenue and ERC regulations.

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 paying to third parties shall form
part of the price that Meralco will charge to its customers:

22 /(/“/



11.2

(a)

(b)

(c)

O ®

VAT on Contract Energy in accordance with Bureau of Internal Revenue
(“BIR”) 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;

WESM line rental charges associated with the declaration of Bilateral Contract
Quantities from the Plant to Meralco’s WESM Node, subject to adjustments
provided for in Appendix D; and

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.

Charges Due to Change in Circumstances

(a)

(b)

(c)

If as a result of a Change in Circumstances, Meralco becomes liable to pay any
new charges, fees, taxes, duties, assessments or other similar amounts (“New
Charges™), or any increase in existing charges, fees, taxes, duties, assessments
or other similar amounts (“Increased Charges™) become payable with respect
to this Agreement, the New Charges or Increased Charges shall form part of the
price that Meralco will charge to its customers.

If as a result of a Change in Circumstances affecting Power Supplier, Power
Supplier becomes liable to pay any New Charges or any Increased Charges or
a Change in Circumstances materially and adversely affects the ability of Power
Supplier to perform or materially increases the operating costs or capital
expenditures associated with the Plant or materially and adversely affects its
performance of its obligations under this Agreement, adversely affects the sale
by Power Supplier of Contract Capacity and Associated Energy in accordance
with this Agreement, makes the Power Supplier’s administration or operational
aspects of such performance materially more burdensome (whether made at the
direction of any Governmental Instrumentality or otherwise) or causes serious
damage to, or materially and adversely affects the financial condition of Power
Supplier, Power Supplier shall send a notice to Meralco of the occurrence of
such Change in Circumstances(“Notice of Change in Circumstances™)
together with an analysis of the cost impact of such Change in Circumstances.
Within thirty (30) Days of such Notice of Change in Circumstances, Meralco
and Power Supplier shall meet to discuss, in good faith, remedial measures to
mitigate the impact of such Change in Circumstances. Each Party shalil
cooperate in good faith to secure any Governmental Authorizations to
implement any agreed remedial measures. [f the Parties fail to reach a mutually
satisfactory resolution within sixty (60) Days from the commencement of
negotiations, the Power Supplier shall be entitled to terminate this Agreement
in accordance with the provisions of Section 17.6.7(a).

In the event that, as a result of a Change in Circumstances and pursuant to a
corresponding order of the ERC or any other Governmental Instrumentality:
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(a) Meralco is prevented from making a pass through to its customers of
any charges under this Agreement (as approved by the ERC in the ERC
Provisional Approval or ERC Final Approval, as accepted by Power
Supplier); or

b) any portion of the Price that has been paid to Power Supplier is required
to be refunded to Meralco or Meralco’s customers in connection with
the ERC Application or any petition, claim, case, proceeding or other
action involving any of the Parties brought before any judicial,
administrative or quasi-judicial body,

the Parties shall enter into good faith negotiations to agree on a satisfactory
solution regarding the amendment of this Agreement to restore Meralco’s
commercial position prior to such Change in Circumstances, including an
adjustment of the Price. If the Parties fail to reach a mutually satisfactory
resolution within sixty (60) Days from the commencement of negotiations, the
provisions of Section 17.6.7(b) will apply.

It is agreed that New Charges or Increased Charges for which Power Supplier
sends a Notice of Change in Circumstances in accordance with this Section 11.2
shall not include charges, fees, taxes, duties, assessments or other similar
amounts relating to taxes on the income of Power Supplier.

Article 12 Metering

Any metering required to implement this Agreement shall be in accordance with the
requirements of the WESM Rules and the Grid Code.

Article 13 Covenants

13.1

13.1.1

13.1.2

ERC Application

Within five (5) Business Days after receipt from Power Supplier of the documents set
forth in Part 3 of Appendix C (or such other period agreed upon by the Parties), the
Parties shall jointly file with the ERC the necessary application for the approval of this
Agreement (“ERC Application”) and shall exert best efforts to obtain such approval
as promptly as practicable following the submission of the ERC Application and to
altow for the issuance of the ERC Provisional Approval or ERC Final Approval on or
before the Longstop Date.

Power Supplier shall fully cooperate with Meralco with respect to the ERC Application
and shall furish (i) all documents set forth in Part 3 of Appendix C, promptly after,
and in any case, within ten (10) Business Days from, Effective Date; and (ii) those
documents that the ERC may require in connection with the ERC Application and any
other review or examination conducted by the ERC with respect to this Agreement
promptly upon request by Meralco, provided that Power Supplier shall submit directly
to the ERC any information which it deems to be confidential and shall give written
notice to Meralco of such direct filing.
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13.2.1

13.2.2

13.2.3

13.2.4

13.3
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ERC Approval

Upon receipt of the ERC Final Approval, Meralco shall provide a copy of such ERC
Final Approval to Power Supplier. Power Supplier shall have ten (10) Business Days
from the date of receipt from MERALCO of such ERC Final Approval to notify
Meralco in writing that (i) it accepts such ERC Final Approval or (ii) it does not accept
the ERC Final Approval, stating the grounds for non-acceptance.

In case of Power Supplier’s non-acceptance, Power Supplier shall be free to: (i) file
with the ERC a motion for reconsideration or (ii) terminate this Agreement upon sixty
(60) days prior written notice to Meralco; provided that, any order on a motion for
reconsideration shall be treated as an ERC Final Approval for purposes of the processes
under this Section 13.2; provided further that, if the motion for reconsideration is denied
by the ERC, or provided by the ERC but still with any material term or condition that
is not acceptable to Power Supplier, Power Supplier may terminate this agreement upon
sixty (60) days prior written notice to Meralco.

Following (i) a written notice of acceptance from Power Supplier with respect to the
ERC Final Approval (including upon reconsideration under Section 13.2.2 above), or
(i) the lapse of the period referred to in Section 13.2.1 without Power Supplier
communicating its acceptance or non-acceptance in writing, the Acceptance Date shall
be considered as having occurred on the date of the written notice of acceptance or on
the last Day of such period, as applicable (“Acceptance Date”), provided, in each case,
that Meralco has not filed any motion for reconsideration or appeal subsequent to the
Power Supplier’s acceptance of such ERC Final Approval.

If the ERC Provisional Approval or ERC 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 Price, the same shall be for the account of Power
Supplier.

Coal Supply

13.3.1 Power Supplier shall be responsible for the preparation and implementation of a plan

13.3.2

13.4

- 134.1

for the safe, adequate and reliable supply and transportation of coal to the Plant
throughout the Term.

Power Supplier shall ensure that at all times there is coal inventory at the Site sufficient
to operate the Plant in accordance with this Agreement and in accordance with Prudent
Operating Practices, taking into account all relevant factors such as seasonal and/or
climatic factors, which inventory shall be good for at least a continuous thirty (30) Day
period based on continuous operation of the Plant at average Associated Energy for the
last three (3) months without Scheduled Outage.

Compliance with Laws

Power Supplier and Meralco agree that all applicable Legal Requirements shall govern
their performance of this Agreement and each shall comply in all material respects with,
and shall keep in full force and effect, all Governmental Authorizations required to be
in its name for the performance of its obligations under this Agreement.

S
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13.4.2 Without limiting the application of Section 13.4.1, Power Supplier and Meralco agree

13.5

to comply and perform their respective obligations under this Agreement in accordance
with Legal Requirements and the Relevant Operating Regulations.

Other Covenants of Power Supplier

13.5.1 The Power Supplier shall have obtained, by the Operations Effective Date, the relevant

permits and licenses under Legal Requirements to enter into and to perform its
obligations under this Agreement.

13.5.2 The Power Supplier shall, by the Operations Effective Date, become a bona fide direct

trading member of the WESM.

Article 14 Insurance

14.1

14.2

14.3

Insurance Policies

The Plant shall be covered by the following insurances on an annual basis:

(a) Industrial All Risks (IAR) insurance with the following minimum coverage: (1}
Fire and Allied Perils Insurance (based on sound value of the buildings,
machinery/equipment, and all other materials (like fuel and maintenance parts);
(i) Machinery Breakdown Insurance (based on highest value of
machinery/equipment); (iii) Business Interruption (at least twelve months
indemnity period);

{b) Comprehensive General Liability (CGL) with at least PHP equivalent of USD
5 Million per occurrence and annual aggregate with the following coverages: (1)
Premises-Operations Liability; (ii) Contractual Liability; (iii) Employer’s
Liability; (iv) Personal Injury Liability; (v) Excess Auto Liability Extension for
all owned, hired, and non-owned vehicles; and (vi) Third Party Liability (at least
PHP equivalent of USD 1 Million per occurrence and annual aggregate).

Evidence of Insurance

On or before the Commencement Date and thereafter at least thirty (30) Days prior to
the date set for each annual renewal thereof, Power Supplier shall provide Meralco
with a copy of the insurance policy which reasonably describes the terms and conditions
of the insurance and includes statements from its insurers evidencing payment of the
annual premium in respect of the insurance policies from its insurance brokers or
insurance advisor as to the insurance obtained by the Power Supplier in connection with
this Agreement following inception or renewal of the relevant policies.

Changes to Policies

Any changes in the insurances which are not consistent with the requirements of this
Agreement shall require the prior written consent of Meralco.
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Notification of Claims and Application of Proceeds

Power Supplier shall, in relation to each property damage insurance policy for the Plant
required by Section 14.1, promptly notify Meralco of any circumstances which give
rise or might reasonably be foreseen to give rise to a claim under such policy or policies
which exceeds USD 5 million (or PHP equivalent).

Power Supplier shall apply, to the extent required, any and all of the property damage
insurance proceeds that it receives regarding any damage to the Plant toward the
reinstatement of the Plant.

Article 15 Indemnification and Liability

15.1

15.1.1

Indemnity by Power Supplier

Power Supplier shall indemnify, defend and hold harmless Meralco, from and against
all Claims of third parties made against or suffered by Meralco for any physical loss of
or damage to property or death or injury to persons, resulting from any negligent act or
omission of Power Supplier or any of its contractors or their respective employees,
directors, agents or shareholders (“Power Supplier Parties™) that arises out of or is in
any manner connected with the performance of this Agreement, except to the extent
such loss, damage, injury or death is attributable to the negligence or misconduct of, or
breach of this Agreement by, Meralco or any of its employees, directors, agents or
shareholders (“Meralco Parties”) or the failure of Meralco or any Meralco Parties to
take reasonable steps in mitigation thereof.

15.1.2 This Section 15.1 shall not apply to any loss, damage, cost or expense to the extent that

15.2

15.2.1

Meralco is otherwise compensated pursuant to the terms of this Agreement in respect
of such loss, damage, cost or expense,

Indemnity by Meralco

Meralco shall indemnify, defend and hold harmless Power Supplier, from and against
all Claims of third parties made against or suffered by Power Supplier for any physical
loss of or damage to property or death or injury to persons, resulting from any negligent
act or omission of Meralco or any Meralco Parties that arises out of or is in any manner
connected with the performance of this Agreement except to the extent such loss,
damage, injury or death is attributable to the negligence or misconduct of, or breach of
this Agreement by, Power Supplier or any Power Supplier Parties or the failure of
Power Supplier or any Power Supplier Parties to take reasonable steps in mitigation
thereof.

15.2.2 This Section 15.2 shall not apply to any loss, damage, cost or expense to the extent that

153

Power Supplier is otherwise compensated pursuant to the terms of this Agreement in
respect of such loss, damage, cost or expense.

Notice of Proceedings

Each Party shall promptly notify the other Party of any Claim in respect of which it is
entitled to be indemnified under this Article 15. Such notice shall be given as soon as
reasonably practicable after the relevant Party becomes aware of such Claim.

Cu_
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Conduct of Proceedings

The indemnified Party shall have the right, but not the obligation, to contest, defend
and litigate (and to retain legal advisers of its choice in connection therewith) any claim,
action, suit or proceeding by any third party alleged or asserted against it arising out of
any matter in respect of which it is entitled to be indemnified hereunder, and the
reasonable costs and expenses thereof shall be subject to the said indemnity; provided
that, the indemnifying Party shall be entitled, at its option, to assume and control the
defence of such claim, action, suit or proceeding at its expense and through legal
advisers of its choice if it (i) gives notice of its intention to do so to the indemnified
Party, (ii) acknowledges in writing its obligation to indemnify that Party to the full
extent provided by this Article 15 and (iii) reimburses that Party for the reasonable costs
and expenses previously incurred by it prior to the assumption of such defence by the
indemnifying Party.

Neither Party shall settle or compromise any claim, action, suit or proceeding in respect
of which it is entitled to be indemnified by the other Party without the prior written
consent of that Party.

Consequential Losses

Without limiting any payments {(or the calculations thereof) contemplated under this
Agreement including, but not limited to Section 17.3, no Party shall in any
circumstances be liable to the other Party in its performance of or failure to perform
this Agreement or any provision hereof, whether in contract, tort or breach of statutory
duty or otherwise for:

(a) loss of or anticipated loss of profit, loss of use, business interruption, loss of use
of any equipment, loss of any contract or other business opportunity or good
will; and

(b indirect or consequential losses or damages,

whether or not such losses or damages are subject to the indemnities in Sections 15.1
and [5.2.

Article 16 Force Majeure

16.1

Events of Force Majeure

An Event of Force Majeure shall mean any circumstance not within the reasonable
control, directly or indirectly, of the Party affected, but only if and to the extent that:

(a) such circumstance, despite the exercise of reasonable diligence, cannot be
prevented, avoided or removed by such Party; and

(b) such event prevents such Party from performing its obligations under this
Agreement;

and in each case:
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(a) such Party has taken all reasonable precautions, due care and reasonable
alternative measures in order to avoid the effect of such event on such
Party’s ability to perform its obligations under this Agreement and to
mitigate the consequences thereof;,

(b) such event is not the direct or indirect result of the failure of such Party
to perform any of its obligations under this Agreement;

(c) the suspension of a Party’s performance of its obligations hereunder is
of no greater scope and no longer duration than is required by the Event
of Force Majeure;

(d) no obligation of either Party, which arose before the occurrence of the
event that caused the suspension of performance of obligations
hereunder, shall be excused as a result of an Event of Force Majeure (for
the avoidance of doubt, day-ahead nominations by Meralco pursuant to
Section 5.3.3 shall not be considered a pre-existing obligation for this
purpose); and

(e) such Party has given the other Party prompt notice in accordance with
Section 16.7 describing such event, the effect thereof and the actions
being taken in order to comply with this Section 16.1.

Instances of Force Majeure

Subject to the provisions of Sections 16.1 and 16.6, Events of Force Majeure shall
include, but not be limited to:

(a)
(b

(©)

(D

(e)

acts of war or the public enemy whether war is declared or not;

public disorders, civil disturbance, insurrection, rebellion, acts or campaigns of
terrorism, piracy, embargo, sabotage, blockade, revolution, riots or violent
demonstrations;

explosions, fires, earthquakes, lightning, typhoon, tsunami, flood, cyclone,
volcanic eruptions, landslide or other natural disasters, acts of God, epidemic,
quarantine or plague;

any action or aggregation of actions or failure to act by any Governmental
Instrumentality,  including expropriation, requisition, confiscation,
nationalization or other compulsory acquisition; export or import restriction or
other restrictions, rationing or allocations imposed by any Governmental
Authority (in each instance, occurring in the Philippines); or the denial of or
delay in the granting of any approval, consent, authorization or other
requirement mandated by any Legal Requirement;

strikes, lockouts or other collective or industrial action by workers or employees
other than non-manual personnel (in each instance, occurring in the Philippines);
provided that any Party that seeks to invoke such a strike, lockout or other
collective or industrial action as an Event of Force of Majeure must first utilize
all reasonable efforts to continue performance of its obligations hereunder;

Con -
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(f) any System Emergency or Transmission Failure that may affect the delivery by
Power Supplier, or acceptance by Meralco, of power (except if due to the act or
omission of the Party seeking to claim an Event of Force Majeure, unless
otherwise due to an Event of Force Majeure). In case of disagreement as to the
existence of a Transmission Failure, the Parties shall secure the necessary
certification from the GMC, which certification shall bind both Parties;

(g) appropriate actions taken in response to any orders or instruction given by a
Governmental Instrumentality or the System Operator for safety reasons to
implement emergency shutdown (except if due to the act or omission of the
Party seeking to claim an Event of Force Majeure, unless otherwise due to an
Event of Force Majeure); and

(h) an NGCP Failure or a Curtailment of the Plant output by the Market Operator
or System Operator.

For the avoidance of doubt, (i) the breakdown or failure of equipment or machinery of
the Unit, or of the Plant and affecting the Unit’s generating capability; or the delay or
inability to procure fuel for the Unit due to accidents of navigation or injury of vessels,
accidents to harbours, docks, canals or other assistance to or adjuncts of shipping
navigation shall not in itself be considered as an Event of Force Majeure, unless
otherwise due to an Event of Force Majeure and (ii) any (x) interruption of the Unit’s
generating capability resulting in an unplanned reduction or suspension of the
associated energy from the Unit and/or unavailability of capacity in whole or in part
from the Unit; (y) automatic shutdown of any part of the Unit; and (z) other
unavailability of the Unit 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 and not as
a Scheduled Outage or a Forced Outage.

The Power Supplier shall not be entitled to claim any of its act or omission as Force
Majeure.

Effect of Force Majeure

Except as provided in Section 16.6, the affected Party shall be excused from
performance to the extent affected and shall not be considered to be in default in respect
of any obligation under this Agreement (including any obligation of Meralco to pay the
Price) 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
O&M Payment in respect of (i) any Contract Capacity that is unavailable due to an
Event of Force Majeure or (ii) any Contract Capacity that Meralco is not capable of
receiving due to an Event of Force Majeure. Similarly, in respect of (ii) in the foregoing
sentence, Power Supplier shall not be required to supply to Meralco and may freely sell
the Contract Capacity or a portion thereof to interested parties, including the WESM.

If an Event of Force Majeure prevents Power Supplier from delivering capacity and/or
energy to Meralco, the applicable provisions of Article 8 shall apply. If any Event of
Force Majeure prevents Meralco from taking capacity and/or energy from Power
Supplier, Power Supplier may sell such capacity and energy to third parties, on terms
which permit Power Supplier to recommence sales to Meralco following the

O
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discontinuance of such Event of Force Majeure affecting Meralco upon twenty-four (24)
hours’ prior written notice.

Any Force Majeure Event, whether single or in aggregate, within the original Term of
the Agreement shall result in the automatic extension of the Term for the same period
that any Force Majeure Event, whether single or in aggregate, subsists, provided that
such automatic extension shall not exceed one hundred eighty (180) Days (the “Term
Extension”). Any extension of the Term in addition to the Term Extension by reason
of Force Majeure Events occurring during the Term or the Term Extension shall be
subject to the mutual agreement of the Parties.

Effect of Uninsured Events of Force Majeure

If an Event of Force Majeure occurs that causes material damage to the Unit, or to the
Plant that affects the Unit’s generating capability, and such Event of Force Majeure (i)
is of a type not normally insured against by owners or operators of power plants similar
to the Plant, is not required to be insured against in accordance with Prudent Operating
Practices, and in fact has not been insured against by Power Supplier or (ii) could not
be insured against by Power Supplier prior to the time of the occurrence of the Event
of Force Majeure, then:

(a) both Parties shall enter into good faith negotiations to agree on a satisfactory
solution regarding the operation of the Unit or regarding an adjustment of the
Contract Capacity or Price, and Power Supplier shall use its best efforts to
obtain funding to complete or repair the Unit; and

(b) during the existence and continuance of any Event of Force Majeure (including
the effects and consequences thereof), Power Supplier shall not be required to
repair the Unit, as the case may be, and such failure to repair or operate the Unit
shall not constitute a Power Supplier Event of Default.

If the Parties do not reach such satisfactory solution within one hundred eighty (180)
Days after the end of such Event of Force Majeure, or such other time as may be agreed
upon, either Party may terminate this Agreement in accordance with Section 17.6.6.

Effect of Extended Force Majeure

If any Event of Force Majeure prevenis Power Supplier from making available the
Contract Capacity or Associated Energy or Meralco from accepting Contract Capacity
or Associated Energy, in each case for a continnous period of more than one hundred
eighty (180) Days, then either Party may upon written notice, require the other Party to
meet as soon as practicable to reasonably discuss any modification, change or
amendment of this Agreement under such reasonable terms, to the extent necessary to
resolve the issues arising from the Event of Force Majeure and maintain, to the extent
feasible, the rights and obligations of the Parties under this Agreement.

If the Parties do not reach such satisfactory solution prior to the end of such one hundred

eighty (180) Day period, or such other time as may be agreed upon, either Party may
terminate this Agreement in accordance with Section 17.6.6.
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Certain Events Not Excused
The provisions of this Article 16 shall not excuse:

(a) the late payment of money, except when such late payment is caused by an
Event of Force Majeure, and in such case, such late payment shall be excused
and not subject to late payment interest; or

(b) delays resulting from reasonably foreseeable unfavorable weather or reasonably
foreseeable unsuitable ground or sea conditions or other similar reasonably
foreseeable adverse conditions, the effects of which could be demonstrated as
capable of being prevented by actions in accordance with Prudent Operating
Practices.

Notice of Force Majeure; Procedure

As soon as possible following the occurrence of any Event of Force Majeure (or, if
known in advance of the Event of Force Majeure, promptly upon such knowledge), if
either Party desires to invoke such Event of Force Majeure as a cause to excuse or delay
performance of any obligation (other than the payment of money) hereunder, it shall
advise the other Party in writing of the date, nature and expected duration of such Event
of Force Majeure; provided that such notice must be sent (a) by Power Supplier to
Meralco immediately and in any event within twenty-four (24) hours after Power
Supplier becomes aware of such Event of Force Majeure and (b) by Meralco to Supplier
as soon as reasonably possible and in any event within twenty-four (24) hours after
Meralco becomes aware of such Event of Force Majeure.

16.7.2 As soon as practicable from time to time during the Event of Force Majeure, and also

16.7.3

within five (5) Days following the termination of the then-known effects of such Event
of Force Majeure, the Party having invoked such Event of Force Majeure shall submit
to the other Party reasonable proof of such Event of Force Majeure and its effect upon
such Party’s performance of its obligations under this Agreement.

During the existence and continuance of any Event of Force Majeure (including the
effects and consequences thereof), the Parties shall:

(a) make all reasonable efforts to prevent and reduce to a minimum and mitigate
the effect of any delay or non-performance occasioned by any Event of Force
Majeure including recourse to alternate acceptable sources of services,
equipment and materials;

(b)  use their best efforts to ensure resumption of normal performance of this
Agreement after the termination of any Event of Force Majeure and shall
perform their obligations to the maximum extent practicable and agreed
between the Parties; and

(c) continue to provide the other Party with weekly updated reports as to the nature
of the delay and its effect upon the time of performance.
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Article 17 Events of Default and Termination

17.1

Power Supplier Events of Default

Each of the events described below shall constitute a “Power Supplier Event of
Default”; provided that such event (with the exception of Section 17.1 (e)) results in or
is accompanied by an actual failure by Power Supplier to make available the Contract
Capacity and/or deliver the Associated Energy to Meralco in accordance with this
Agreement:

(a)

(b

(c)

(d

(e)

Power Supplier fails to perform any material obligation under this Agreement,
including the making of any payment which is due, which failure has not been
remedied within sixty (60} Days after receipt from Meralco of a written notice
of Power Supplier Event of Default;

The appointment of a receiver or liquidator or trustee of Power Supplier or of
any material property of Power Supplier and such appointment is not discharged
within sixty (60) Days; the bankruptcy, insolvency or corporate rehabilitation
of Power Supplier or sequestration of any substantial part of the property of
Power Supplier and such decree continues undischarged and unstayed for sixty
(60) Days after entry thereof; the filing of a petition to declare Power Supplier
bankrupt or to reorganize Power Supplier pursuant to any of the provisions of
any applicable bankruptcy or rehabilitation Law or any similar statute and such
petition is not dismissed within sixty (60) Days after such filing;

The voluntary passing of a resolution or filing of a petition for the bankruptcy,
insolvency, corporate rehabilitation or winding up, liquidation of, or other
similar proceeding relating to Power Supplier, which resolution or petition has
not been rescinded, withdrawn or revoked within sixty (60) Days; or Power
Supplier consents to the filing of any bankruptcy, corporate rehabilitation or
reorganization petition against it which consent has not been rescinded,
withdrawn or revoked within sixty (60) Days;

Power Supplier files a petition or answer in a proceeding under any of the
provisions of any applicable bankruptcy, insolvency or corporate rehabilitation
Law or any other similar statute admitting the material allegations of a petition
filed against it in such a proceeding, and such petition or admission is not
rescinded, withdrawn or revoked within sixty (60) Days; makes a general
assignment of its assets and rights for the benefit of its creditors, which
assignment is not rescinded or revoked within sixty (60) Days; or Power
Supplier admits in writing its inability to pay its debts generally as they become
due, and such admission is not withdrawn or revoked within sixty (60) Days;

It shali be illegal for Power Supplier to generate and supply all or a portion of
Contract Capacity and Associated Energy due to Power Supplier’s fault, and
such illegality shall not be removed, withdrawn or corrected within sixty (60)
Days from the issuance of a cease and desist order by the relevant local
government unit, or any valid order from a Governmental Instrumentality acting
within its jurisdiction;
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Power Supplier breaches any of its material representations and warranties
under this Agreement and such breach is not remedied within sixty (60) Days
after written notice from Meralco to Power Supplier stating that such a breach
has occurred.

Meralco Events of Default

Each of the events described below shall constitute a “Meralco Event of Default”;
provided that such event (with the exception of Section 17.2 (e)) results in or is
accompanied by an actual failure by Meralco to pay for the Contract Capacity or
Associated Energy in accordance with this Agreement:

(2)

(b

(©)

(d)

(e)

Meralco fails to perform any material obligation under this Agreement,
excluding the making of any payment which is due, which failure has not been
remedied within sixty (60) Days after receipt from Power Supplier of a written
notice of Meralco Event of Default;

The appointment of a receiver or liquidator or trustee of Meralco or of any
material property of Meralco and such appointment is not discharged within
sixty (60) Days; the bankruptcy, insolvency or corporate rehabilitation of
Meralco or sequestration of any substantial part of the property of Meralco and
such decree continues undischarged and unstayed for sixty (60) Days after entry
thereof; the filing of a petition to declare Meralco bankrupt or to reorganize
Meralco pursuant to any of the provisions of any applicable bankruptcy or
rehabilitation Law or any similar statute and such petition is not dismissed
within sixty (60) Days after such filing;

The voluntary passing of a resolution or filing of a petition for the bankruptcy,
insolvency, corporate rehabilitation or winding up, liquidation of, or other
similar proceeding relating to Meralco, which resolution has not been rescinded,
withdrawn or revoked within sixty (60) Days; or Meralco consents to the filing
of any bankruptcy, corporate rehabilitation or reorganization petition against it
which consent has not been rescinded, withdrawn or revoked within sixty (60)
Days;

Meralco files a petition or answer in a proceeding under any of the provisions
of any applicable bankruptcy, insolvency or corporate rehabilitation law or any
other similar statute admitting the material allegations of a petition filed against
it in such a proceeding, and such petition or admission is not rescinded,
withdrawn or revoked within sixty (60) Days; Meralco makes a general
assignment of its assets and rights for the benefit of its creditors, which
assignment is not rescinded or revoked within sixty (60) Days; or Meralco
admits in writing its inability to pay its debts generally as they become due, and
such admission is not withdrawn or revoked within sixty (60)Days;

It shall be illegal for Meralco to accept the Contract Capacity and Associated
Energy due to Meralco’s fault, and such illegality shall not be removed,
withdrawn or corrected within sixty (60) Days from the issuance of a cease and
desist order by the relevant local government unit, or any valid order from a
Governmental Instrumentality acting within its jurisdiction;
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(f) Meralco fails to make any payment of a Final Invoice when such invoice
becomes due and payable in accordance with Article 10 of this Agreement and
such payment is not made within sixty (60) Days after the due date of the
relevant Final Invoice; or

(2) Meralco breaches any of its material representations, warranties, covenants or
obligations under this Agreement (other than a breach otherwise referred to in
this Section 17.2) and such breach is not remedied within sixty (60) Days after
written notice from Power Supplier to Meralco stating that such a breach has
occurred.

For the avoidance of doubt, it is understood and agreed that, subject to Meralco exerting
best efforts to procure the extension or renewal of its Franchise, the expiration and/or
non-renewal of the Franchise shall not be considered a Meralco Event of Default.

Agreed Damages

Upon the occurrence of a Power Supplier Event of Default that affects the ability of
Power Supplier to supply Meralco with Contract Capacity and Associated Energy in
accordance with this Agreement and results in the early termination of this Agreement
(and without prejudice to any other provisions of this Agreement prior to such
termination), Meralco shall have the right, but not the obligation, by written notice to
Power Supplier, to acquire the Equity Interests in the Power Supplier in proportion to
the Contract Capacity as against the Net Dependable Capacity at the price of: Five
Hundred Philippine Pesos (PHP 500.00). Any tax and levies due on the transfer of the
Equity Interest shall be paid by the Power Supplier.

Upon the occurrence of a Meralco Event of Default that affects the ability of Meralco
to receive and pay for the Contract Capacity and Associated Energy in accordance with
this Agreement and results in the early termination of this Agreement (and without
prejudice to any other provisions of this Agreement prior to such termination), Power
Supplier shall have the right, but not the obligation, by written notice to Meralco, to
require Meralco to acquire the Equity Interests in the Power Supplier in proportion to
the Contract Capacity as against the Net Dependable Capacity at the sum of: (A) the
Obligations to Lenders (to be remitted directly to the Lenders) and (B) the book value
of equity/partner’s capital (including accumulated retained earnings/losses and
excluding revaluation adjustments), in each case proportionate to the Contract Capacity
as against the Net Dependable Capacity.

To be valid, a notice of the exercise by a Party of its rights under this Section 17.3 must

be delivered no later than sixty (60) Days after the effective date of termination of this
Agreement.

The remedies in this Section 17.3 are exclusive remedies in cases of termination of this
Agreement.

Termination upon Event of Default

Following the occurrence of an Event of Default, the following procedure shall apply:
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The Party which is not the subject of such Event of Default may give a notice
(a “Termination Notice™) to the other Party, specifying in reasonable detail the
Event of Default giving rise to such Termination Notice, and the date on which
the Party giving such Termination Notice proposes to terminate this Agreement,
which date shall not be less than thirty (30) Days after the date of such notice.
If upon the date specified in the Termination Notice, the event giving rise to the
Termination Notice is subsisting, then this Agreement shall terminate on such
date or such later date as the Parties may agree and Section 17.7 shall apply;

During the period of thirty (30) Days (or such longer period set out in the
Termination Notice or as the Parties may agree) following the giving of such
Termination Notice, the Parties shall consult as to what steps shall be taken with
a view to mitigating or remedying the consequences of the relevant event having
regard to all the circumstances;

If the Party receiving the Termination Notice intends to raise a Dispute
regarding the right to give effect to the Termination Notice (the “Termination
Notice Dispute”) and to refer such Termination Notice Dispute to resolution
pursuant to Article 19, such Party shall within fifteen (15) Days of receipt of the
Termination Notice so inform the Party giving the Termination Notice and shall
immediately thereafter refer the Termination Notice Dispute to resolution in
accordance with Article 19; and

In circumstances where the Party in receipt of the Termination Notice has
referred a Termination Notice Dispute for resolution in accordance with Section
17.4(c) above, if:

(a) at any time after the expiry of the period referred to in Section 17.4(a),
the event giving rise to the Termination Notice has not been remedied;
and

(b)  the Termination Notice Dispute has been determined in favor of the
Party who has issued the Termination Notice,

then the Party having given the Termination Notice may terminate this
Agreement by giving further written notice thereof to the other Party,
whereupon this Agreement shall terminate on the date specified for termination
in such notice (which date shall be not less than fifteen (15) Days after the date
of such notice) or such later date as the Parties shall have agreed and Section
17.7 shall apply.

17.5 Exculpatory Provisions

17.5.1 Notwithstanding anything contained in this Agreement to the contrary, Meralco’s
failure to accept any amounts of nominated quantities of Contract Capacity and
Associated Energy shall not be considered a Meralco Event of Default and Power
Supplier’s failure to make available Contract Capacity or supply Associated Energy
shall not be considered a Power Supplier Event of Default if each such failure was a
direct result of:
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(a) Forced Outages that occur within the Full Load Equivalent Forced Outage
Allowance Days or Scheduled Outages that occur within the Full Load
Equivalent Scheduled Outage Allowance;

(b) any act or omission of the System Operator (other than acts or omission of the
System Operator resulting from acts or omissions of a Party that is not otherwise
excused under this Agreement); and

(c) maintenance or repair of the Luzon Grid or Visayas Grid that materially affects
the generation and transmission of electricity, where such maintenance or repair
is conducted to ensure system stability and for safety reasons, in accordance
with applicable I.egal Requirements.

For the avoidance of doubt, Meralco shall not be obligated to make Capacity Payments
and Energy Payments for interruptions in the supply of Contract Capacity and
Associated Energy as a result of the occurrence of any of the events described in Section
17.5.1.

Termination other than upon Event of Default
Non-Fulfilment of Conditions to Effective Date

If any condition precedent set out in Section 3.2 in respect of the Effective Date has not
been fulfilled on or before the date falling thirty (30) Days after the date of exccution
of this Agreement, then either Party has the right to terminate this Agreement by giving
written notice of such termination to the other Party, provided that the fulfilment of
such condition is not within the control of the Party seeking to give such notice. Upon
the giving of notice of termination, this Agreement shall terminate on the date specified
for termination in such notice, which date shall not be earlier than fifteen (15) Days
from the date of such notice.

Notwithstanding the foregoing, if any such conditions have not been fulfilled on or
before the Effective Date, the Parties may agree in writing to (i) extend the Effective
Date or (ii) waive the non-fulfilment of such condition to the Effective Date (provided
that the intended receiving Party in respect of the documents referenced in Section 3.2
shall have the unilateral right to waive such condition).

Termination prior to Operations Effective Date or Commercial Operations Date

(a) If after Commencement Date but prior to Operations Effective Date, a Party
terminates this Agreement unilaterally, the other Party shall be entitled to
exercise its rights under Section 17.3.

(b)  If the Commercial Operations Date does not occur within one hundred twenty
(120) Days after Operations Effective Date (“Delay Limit Date”), the Parties
shall meet for a period not exceeding sixty (60) Days to confer about the terms
on which the Agreement may be continued. During such discussions, Power
Supplier shall procure Replacement Energy and Meralco shall be entitled to the
remedies under Section 3.5.4 in respect of drawing against the Performance
Security. If agreement is not reached within sixty (60) Days from the Delay
Limit Date, or Power Supplier fails to restore the amount of the Performance

G
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Security in accordance with Section 4.6, Meralco shall be entitled, upon
delivery of written notice of termination, to terminate this Agreement. In such
instance, Meralco shall be entitled to exercise its rights under Section 17.3.1.
Notwithstanding the foregoing, the Parties may agree in writing to extend the
Delay Limit Date.

17.6.3 Termination upon Non-Occurrence of Acceptance Date

Under the circumstance provided for under Section 13.2.2, Power Supplier shall have
the right to terminate this Agreement upon sixty (60) days prior written notice to
Meralco.

17.6.4 Termination on Expiry

This Agreement shall terminate on the last Day of the Term unless otherwise extended
by the application of Section 2.2.2, or upon the mutual agreement of the Parties.

17.6.5 Termination Upon Mutual Agreement

This Agreement may be terminated at any time upon the mutual agreement of both
Parties.

17.6.6 Termination in the Event of Certain Events of Force Majeure

If an Event of Force Majeure occurs under the circumstances and having the
consequences described in Section 16.4 or Section 16.5, and the Parties have failed to
agree on a solution satisfactory to each of the Parties prior to the lapse of the period of
one hundred eighty (180) Days, then upon the lapse of such period, the Party not
prevented from performing may terminate this Agreement upon sixty (60) Days’ prior
written notice thereof to the other Party.

17.6.7 Termination in the Event of Change in Circumstances

(a) If a Change in Circumstances occurs under the circumstances and having the
consequences described in Section 11.2(b) and the Parties have failed to agree
on a solution satisfactory to each of the Parties, then the Power Supplier may
terminate this Agreement upon sixty (60) Days’ prior written notice to the other
Party. Until termination occurs, the Parties shall continue to perform their
respective obligations under this Agreement.

(b) If a Change in Circumstances occurs under the circumstances and having the
consequences described in Sectionl1.2(c) and the Parties have failed to agree
on a solution satisfactory to each of the Parties, then the Party not affected by
the Change in Circumstances may terminate this Agreement upon sixty (60)
Days’ prior written notice to the other Party. Until termination occurs, the
Parties shall continue to perform their respective obligations under this
Agreement.
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Consequences of Termination

Upon any termination of this Agreement and without prejudice to Section 17.3 and
Section 16.5, each Party shall cease to have any further obligations, responsibilities or
liabilities hereunder, other than for such obligations or liabilities that have accrued prior
to the date of termination hereof and remain undischarged as of the date of terminatton.
In any case of termination, the invoice for the last Billing Period shall be due and
payable notwithstanding.

Other Rights and Remedies

Upon the breach by either Party of any representations, warranties, covenants or
obligations hereunder, the Party damaged by any such breach may, in its sole discretion,
in addition to exercising any other remedies provided for hereunder, proceed in
accordance with Article 19 to protect and enforce its rights, to recover any damages to
which it may be entitled (including all costs and expenses reasonably incurred in the
exercise of its remedy, but subject to the limitations in Section 15.5 and Sectionl7.3)
or to seek specific performance by the other Party of such other Party’s obligations
under this Agreement.

17.7.2 Upon the occurrence of any Power Supplier Event of Default or Meralco Event of

Default (as the case may be), the Party not in breach hereunder (the “Non-Defaulting
Party”) shall have the right to suspend the performance of its obligations under this
Agreement until such Power Supplier Event of Default or Meralco Event of Default
shall have been remedied to the satisfaction of the Non-Defaulting Party. During the
period of suspension for a Power Supplier Event of Default, Meralco may purchase all
of its electricity requirements from third parties, including the WESM; provided,
however, that after the Power Supplier Event of Default shall have been remedied, the
Power Supplier shall reimburse Meralco for the difference between the Price and the
cost of Replacement Energy from third parties, including the WESM.

Article 18 Representations and Warranties

18.1

18.1.1

18.1.2

18.1.3

Representations and Warranties of Power Supplier
Power Supplier represents and warrants as of the date of this Agreement that:

Power Supplier is a corporation duly organized and validly existing under the Laws of
the Philippines and has all requisite legal power and authority to execute this Agreement
and to carry out the terms, conditions and provisions of this Agreement;

All legislative, administrative or other governmental action required to authorize the
execution and delivery by Power Supplier of this Agreement have been taken and are
in full force and effect;

This Agreement constitutes the valid, legal and binding obligation of Power Supplier,
enforceable in accordance with the terms thereof except as the enforceability may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium or other
similar Laws affecting creditors’ rights generally;

39 s



18.1.4

18.1.5
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18.2.2

18.2.3

18.2.4

18.2.5

18.2.6
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There are no actions, suits or proceedings pending or, to Power Supplier’s knowledge,
threatened, against or affecting Power Supplier before any court or administrative body
or arbitral tribunal that might materially adversely affect (i) the validity, binding effect
or enforceability of this Agreement, (ii) its ability to perform its obligations under this
Agreement or (iii) the condition, financial or otherwise, business or operations of Power
Supplier;

The execution, delivery and performance by Power Supplier of this Agreement have
been duly authorized by all requisite corporate action, and will not coniravene any
provision of, or constitute a default under, any other agreement or instrument to which
it is a party or by which it or its property may be bound;

Power Supplier is in compliance with all applicable Legal Requirements, except for any
non-compliance that, individually or in the aggregate, could not reasonably be expected
to have a material adverse effect on the business and/or financial condition of Power
Supplier and/or its ability to fulfil its commitments and obligations under this
Agreement; and

Power Supplier has the qualifications, capacity and abilities to perform its obligations
hereunder, pursuant to and in accordance with this Agreement.

Representations and Warranties of Meralco

Meralco represents and warrants as of the date of this Agreement that:

Meralco is a corporation duly recognized and validly existing under the laws of the
Philippines and has all requisite legal power and authority to execute this Agreement
and to carry out the terms, conditions and provisions of this Agreement;

All legislative, administrative or other governmental action required to authorize the
execution and delivery by Meralco of this Agreement have been taken and are in full
force and effect;

This Agreement constitutes the valid, legal and binding obligation of Meralco,
enforceable in accordance with the terms thereof except as the enforceability may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting creditors’ rights generally;

There are no actions, suits or proceedings pending or, to Meralco’s knowledge,
threatened, against or affecting Meralco before any court or administrative body or
arbitral tribunal that might materially adversely affect the validity, binding effect or
enforceability of this Agreement;

The execution, delivery and performance by Meralco of this Agreement have been duly
authorized by all requisite corporate action, and will not contravene any provision of,
or constitute a default under, any other agreement or instrument to which it is a party
or by which it or its property may be bound,;

Meralco has the qualifications, capacity and abilities to perform its obligations
hereunder, pursuant to and in accordance with this Agreement.

Cul
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Meralco is or remains, by the Commercial Operations Date, a bona fide direct trading
member of the Luzon WESM.

Article 19 Settlement of Disputes

19.1

19.2

19.2.1

19.2.2

19.2.3

19.2.4

19.2.5

Amicable Settlement

The Parties shall endeavour in the first instance to resolve any dispute, controversy,
claim or difference of any kind whatsoever in connection with, or arising out of, this
Agreement (including, without limitation, the breach, termination or validity of this
Agreement) (a “Dispute”) for a period of thirty (30) Days after the receipt by one Party
of a written notice from the other Party of the existence of the Dispute, by mutual
discussions between the Parties. To this end, on or before seven (7) Days after receipt
of written notification that a Dispute exists, each of Power Supplier and Meralco shall
designate in writing to the other a representative who shall be tasked to seek to resolve
by an agreement between them any Dispute.

ERC Proceedings/Arbitration

Provided that the ERC has jurisdiction over a Dispute, any Dispute that is not resolved
under Section 19.1 shall be referred to and shall be heard and resolved by the ERC in
accordance with its rules on practice and procedure. Otherwise, the Dispute shall be
finally resolved by binding arbitration under the Rules of Arbitration of the Philippine
Dispute Resolution Center, Inc. (“Arbitration Rules”) in force on the date of
commencement of the arbitration, which Arbitration Rules are deemed to be
incorporated by reference into this provision (save as otherwise provided for in this
Article 19), by three (3) arbitrators (the “Tribunal”) appointed under the Arbitration
Rules. The place and seat of the arbitration shall be Pasig City, Philippines.

The Parties agree that the Tribunal shall not have the power to award damages
inconsistent with Section 15.5 and Section 17.3.

Each Party shall appoint an arbitrator within thirty (30) Days of the commencement of
an arbitration, and the two Party-appointed arbitrators shall, within thirty (30) Days
after the date of this appointment of the second Party-appointed arbitrator, jointly
appoint a third arbitrator who shall act as Chairman of the Tribunal. Any arbitrator not
appointed within the time limits set forth in this provision shall be promptly appointed
by the Philippine Dispute Resolution Center, Inc.

The arbitration shall be conducted in the English language and all documents submitted
in connection with such proceeding shall be in the English language.

During the pendency of the ERC proceedings or arbitration under Section 19.2, Power
Supplier, shall continue so long as payments are current to perform its obligations
hereunder to make available and deliver Contract Capacity and Associated Energy and
Meralco shall continue to pay all amounts due hereunder in accordance with the
provisions of this Agreement.
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Article 20 Assignment and Change of Control

20.1

20.2

20.3

Neither Party may assign this Agreement, in whole or part, without the prior written
consent of the other Party (which consent shall not be unreasonably withheld); provided,
however, that:

(a)  Power Supplier may, with prior written consent of Meralco, transfer, sell, pledge,
encumber or assign this Agreement, and its rights and interests hereunder,
including, but not limited to, the accounts, revenues or proceeds under this
Agreement to or for the benefit of the lenders in connection with any financing
for the construction of the Project or permanent or term financing or refinancing
of the Project;

(b)  Power Supplier may, with prior written consent of Meralco (which consent shall
not be unreasonably withheld or delayed), transfer or assign this Agreement,
and its rights and interests hereunder to (a) an Affiliate with creditworthiness
equal to or higher than that of Power Supplier and (b) any Person succeeding to
all or substantially all of Power Supplier’s assets with credit worthiness equal
to or higher than that of Power Supplier. Power Supplier shall issue a written
notice of such assignment within fifteen (15) days therefrom;

(©) In the case of Meralco, Meralco may assign, transfer, designate, delegate or
allocate (as determined by Meralco) such portion of Contract Capacity and
Associated Energy in accordance with Section 9.2 of this Agreement.

Provided, further however, that for (a) and (b) above, any such assignee shall agree in
writing to be bound by the terms and conditions of this Agreement, and upon any such
assumption pursuant to paragraph (b) above, Power Supplier shall be relieved of any
further liability hereunder.

Any actual, attempted or purported sale, assignment, novation or other transfer by a
Party of any of its rights or obligations or interests in, under or pursuant to this
Agreement that does not comply with the terms of this Article 20 shall be null, void and
of no force or effect.

A Party shall promptly notify the other Party in writing in the event of any Change of
Control of such Party (whether voluntary or by operation of Law).

Article 21 Miscellaneous

21.1

21.2

Language

All documents, notices, waivers and all other communications, written or otherwise,
between the Parties in connection with this Agreement shall be in the English language.

Notices

Any notice or other communication to be given hereunder, shall be in writing and shall
be sufficiently given if delivered by registered mail, courier or hand-delivered against
written receipt or if transmitted and clearly received by facsimile transmission
addressed as follows:
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21.2.1 In the case of Meralco, to:

MERALCO

Lopez Building

Ortigas Avenue

Pasig City, Metro Manila
Philippines 0300

Attention: Chief Executive Officer
Facsimile: (63-2) 631-5590
Telephone: (63-2) 16220

With copy to:
MERALCO
4/F Technical Services Building
Ortigas Avenue

Pasig City, Metro Manila

Philippines 0300

Attention: Head - Energy Management
Facsimile: (63-2) 632-8683

Telephone: (63-2) 16226483

Attention: Head - Energy Sourcing
Facsimile: (63-2) 632-8643

Telephone: (63-2) 16226656

21.2.2 Inthe case of Power Supplier, to:

22/F, GT Tower International
6813 Ayala Ave. corner H.V. Dela Costa St.
Salcedo Village, 1227 Makati City

Philippines

Attention: Executive Vice President
Facsimile: (63-2) 464-1600
Telephone: (63-2) 464-1600

With copy to:

19/F, GT Tower International
6813 Ayala Ave. corner H.V. Dela Costa St.
Salcedo Village, 1227 Makati City

Philippines

Attention: Business Development and Commercial
Facsimile: (63-2) 414-1600

Telephone: (63-2) 414-1600
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or sent to such other person by registered mail, courier or hand-delivery to such other
address as any Party may designate for itself by notice given in accordance with this
Section 21.2.2. Any such notice shall be deemed to have been received on the date of
delivery.

Confidentiality

Each Party agrees that it will, and will ensure that its employees, officers and directors
will, and will use best 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) 2 Governmental Instrumentality pursuant to Legal
Requirements or a stock exchange when required by it, and (ii) financial institutions,
bona fide potential purchasers, insurers and consultants and contractors whose duties
reasonably require such disclosure; provided that, except for a bona fide disclosure to
independent legal advisors and to the ERC in view of an ERC Application, such Party
intending to make a disclosure of Confidential Information shall first have obtained an
agreement in writing pursuant to which the person or entity to which Confidential
Information is proposed to be disclosed agrees not to disclose the relevant Confidential
Information to any other person for any purposes other than as contemplated in Section
21.3.

The restrictions in this Section 21.3 shall not apply, or shall cease to apply, to any part
of the Confidential Information that:

(a) is in the public domain other than by reason of a breach of Section 21.3.1;

(b) was in the rightful possession of the recipient Party at or prior to the time of the
disclosure; or

(©) was obtained by the recipient Party in good faith from a third party entitled to
disclose it.

Survival

The provisions of Article 15 shall survive termination of this Agreement. The
restrictions contained in Section 21.3 shall survive for a period of two (2) years after
the termination or expiry of this Agreement.

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.

s yas
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21.7

21.8

21.8.1

21.8.2

21.8.3

21.84

21.9

21.10
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Waiver

Neither Party shall be deemed to have waived any right under this Agreement, unless
such Party shall have delivered to the other Party a written waiver signed by an
authorized officer of such waiving Party. No delay or omission in the exercise of any
power or remedy shall be construed to be a waiver of any default or acquiescence
therein.

Amendment

This Agreement may be amended or modified only by a written instrument signed by
each of the Parties.

Entire Agreement

This Agreement constitutes the entire agreement between Meralco and Power Supplier
concerning the subject matter of this Agreement and supersedes any prior agreement,
understanding, undertaking or arrangement between the Parties relating to the subject
matter of this Agreement. All previous documents, undertakings and agreements,
whether verbal, written or otherwise, between the Parties concerning the subject matter
of this Agreement are hereby cancelled and shall not affect or modify any of the terms
or obligations set out in this Agreement, except as the same may be made part of this
Agreement in accordance with its terms, including the terms of any of the Appendices
and/or the Schedules.

The Appendices and Schedules are hereby made an integral part of this Agreement and
shall be fully binding upon the Parties.

In the event of any inconsistency between the text of the Articles of this Agreement,
the Appendices and the Schedules hereto, the text of the Articles of this Agreement
shall be controlling. If any such inconsistency shall become apparent, Meralco and
Power Supplier shall consult to resolve the inconsistency in a manner consistent with
the foregoing.

The Parties acknowledge and agree that by entering into this Agreement, they do not
rely on any statement, representation, assurance or warranty of any Person (whether a
party to this Agreement or not and whether made in writing or not) other than as
expressly set out in this Agreement.

Further Acts and Assurances

Each of the Parties agrees to execute and deliver all such further instruments, and to do
and perform all such further acts and things, as shall be reasonably necessary or
convenient to carry out the provisions of this Agreement.

Third Party Rights

This Agreement shall not confer any right, benefit or cause of action whatsoever in
favor of any Person who is not a Party to this Agreement.

o //
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21.11

21.12

21.13

21.14

21.15
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Expenses

Except as otherwise provided in this Agreement, each Party shall pay its own costs and
expenses (including, without limitation, the fees and expenses of its agents,
representatives, advisors, counsel and accountants) necessary for the negotiation,
preparation, execution, delivery, performance of and compliance with this Agreement.

Warranty Against Corruption

Each Party represents and warrants to the other that it and authorized agents have
complied with all Laws dealing with corrupt or illegal payments, gifts, or gratuities,
including Republic Act No. 3019 (the Anti-Graft and Corrupt Practices Act). Each
Party agrees not to (and to cause its authorized agents not to) in connection with the
activities contemplated by this Agreement pay, promise to pay, seek, accept, or
authorize the payment of any money or anything of value, directly or indirectly, to any
person or entity (whether a governmental official or private individual) for the purpose
of illegally or corruptly influencing any governmental employee or official, any
political party or official thereof or any candidate for political office. Furthermore,
each Party agrees that in connection with this Agreement and the activities
contemplated hereby, it and its authorized agents will not take any action, or fail to take
any action, which act or failure to act would subject the other Party to liability under
the laws of the Philippines dealing with corrupt payments. Each Party agrees to
indemnify the other Party from and against any loss, liability or damage (including
reasonable attorney’s fees) arising from or relating to such Party’s breach of its
representations, warranties, and obligations under this Section 21.12. Each Party
represents and warrants to the other that prior to the date of this Agreement, it and its
authorized agents have not taken any action in contravention of the foregoing in
connection with the subject matter hereof.

Counterparts

This Agreement may be entered into in any number of counterparts and by the Parties
to it on separate counterparts, and each of the executed counterparts, when duly
exchanged or delivered, shall be deemed to be an original, but taken together, they shall
constitute one and the same instrument, provided that this Agreement shall be effective
only on the date of the signature of the last signing Party.

No Partnership

Nothing contained in this Agreement shall be construed to create an association,
partnership or joint venture, or impose a trust or partnership duty, obligation or liability
on or with regard to either Party, or to create any duty, standard of care or liability to
any person or entity not a Party to this Agreement.

Governing Law

This Agreement shall be governed by, and construed in accordance with, the Laws of
the Philippines.
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21.16 Independent Engineer

The Parties agree that there shall be an independent firm of engineers of international reputation
(the “Independent Engineer”) that shall act in an independent fashion to witness and evaluate
testing and make other certifications based on its evaluations for purposes of establishing
compliance with requirements under this Agreement. The Parties agree that the following
independent firms of engineers {or their successors or Affiliates) qualify as capable engineers:

Poyry Energy Inc.
Mott MacDonald
SAIC Energy, Environment & Infrastructure LLC
PB Power

Sargent & Lundy
Stone & Webster
Burns & Roe
Connell Wagner
GHD Pty Ltd.
Fichner GmbH
Sinclair Knight Merz

Within sixty (60) Days from Effective Date, Power Supplier shall appoint one or more of the
above listed engineering firms to act in the capacity of Independent Engineer. Prior to the
appointment of the Independent Engineer, Power Supplier shall send a written notice to
Meralco indicating a short-list of the Independent Engineers it intends to appoint. Within ten
(10) days from receipt of such notice, Meralco shall send a written reply (i) confirming that
any of the short-listed Independent Engineers are acceptable to Meralco, or (ii) objecting to the
appointment of any or all the short-listed Independent Engineers with a statement of the reason
for such objection on grounds of conflict of interest stating the nature of the conflict. In the
event of a valid objection under item (ii) above, the Power Supplier shall provide for Meralco’s
consideration, a substitute short-list of Independent Engineers.

Except as otherwise provided in this Agreement, Power Supplier shall bear all costs and
expenses associated with the Independent Engineer, provided that Power Supplier shall be
entitled to review and approve any requests by Meralco for work by the Independent Engineer,
such that it can control the budgeted cost of the Independent Engineer. If in the Power
Supplier’s opinion, the firm acting as Independent Engineer should be replaced, the Power
Supplier shall be free to appoint as the replacement Independent Engineer any firm from the
above list.
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IN WITNESS WHEREOF, each of the Parties has caused this Agreement to be executed as of
the Day and year first above written.

MANILA ELECTRIC COMPANY PANAY ENERGY DEVELOPMENT
CORPORATION
By: Bry }’
Name: RonnidI). roc Name: R_gl do T. Bacani
Title First Wice President and Head, Title: President
Networks
By: M{’L\
Name do S. Panlilio
Title:  Senior Vice President and Head,
Corporate Communications and
Customer Retail Services
WITNESSED BY: WITNESSED BY:
By: S By:
Name:  Ciprinilo C. Meneses Name:
Title: AVP & Head, Energy Sourcing Title:  AVP, Business Development
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ACKNOWLEDGMENT
REPUBLIC OF THE PHILIPPINES )
PASIG CITY ) s.5.

BEFORE ME, a Notary Public for and in Pasig City, Philippines, this

——APR2-6-2816— personally appeared:

Name Personal Identification Date/Place Issued
MANILA ELECTRIC
COMPANY
Represented by:
Ronnie L. Aperocho Passport ID with No. EB5654502 | June 15, 2012/Manila
Alfredo S. Panlilio Passport ID with No. EB9627487 | Nov. 20, 2013/Manila

all known to me and to me known to 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 their respective
corporations, and that they are duly authorized to sign, execute and deliver the same.

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

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial seal
on the date and the place first above-written.

Doc. No:_ (€4 ; ATTY/CARMEN GRACE S. RAMOS
Page No: %% NOTARY PUBLIC

Book No: jIZ ; Pasig, Pateros, Taguig & San Juan
Series 0f 2016. Issued on July 13, 2015 at Pasig City

until December 31, 2016
Roll No. 55345; 1BP No. 1023723; 01/08/16; RSM Chapter
PTR No. 1473408; 01/21/18; Pasig City
7" Floor, Lopez Bldg., Ortigas Ave., Pasig City
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ACKNOWLEDGMENT

REPUBLIC OF THE PHILIPPINES )
CITY PASI & CITY

BEFORE ME, a Notary Public for and in ALID BISVd | Philippines,

this APR-2-6—2016— personally appeared:
WJ

Name Personal Identification Date/Place Issued

PANAY ENERGY
DEVELOPMENT
CORPORATION

Represented by:

Rolando T. Bacani Passport ID with No. EB3937439 | Oct. 25, 2011/Manila

Jaime T. Azurin Passport ID with No. EC3880797 | Apr. 8, 2015/NCR South

all known to me and to me known to 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 their respective
corporations, and that they are duly authorized to sign, execute and deliver the same.

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

IN WITNESS WHEREQOF, [ have hereunto set my hand and affixed my notarial seal
on the date and the place first above-written.

Doc. No: [ E‘f .

Page No:_3§ ” CARMEN GRACE S. RAMOS
.' |g; , NOTARY PUBLIC

BO(')k = ’ Pasig, Pateros, Taguig & San Juan

ERilEs pie s Issued on July 13, 2015 at Pasig City

until December 31, 2016
Roll No. 55345; 18P No. 1023723; 01/08/16; RSM Chapter
PTR No. 1473409; 01/21/18; Pasig City
7" Fioor, Lopez Bldg., Ortigas Ave., Pasig City
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Appendix A

PLANT DESCRIPTION and SITE LOCATION

1. PLANT DESCRIPTION

Project Name
Project Location
Total Project Land Area

Technical Specification
» Boiler

e Steam turbine

» Generator

* Cooling System
¢ Boiler Feedwater
¢ Coal Handling

¢ Emission

« Main Transformer

¢ Plant net capacity
s Equipment Supplier
and EPC Contractor

PEDC 1x150MW Unit 3 Power Plant Expansion Project
Barangay Ingore, La Paz, Iloilo City
Approx. 9 ha

Circulating fluidized bed, single drum, natural circulation, water cooled
furnace, steam cooling backpass with horizontal coil superheater and
economizer, balanced draft, top supported and outdoor type. Capacity at
maximum 520 T/H x 126.5 bar {g) x 541 +/- 5°C. Normal stable load range,
40 ~ 100% MCR

Single casing, multi-stage, impulse type, non-reheat, full-condensing. Live
steam condition 520 T/H x 122.5 bar(g) x 538°C

Total enclosure zir cooled type, 0.85 lagging power factor, 3600 rpm rated
speed, 60Hz, rated capacity [50MW (gross), 13.8kV terminal voltage and
class F insulation.

Seawater cooling system
De-salinated, demineralized water system
Closed conveyor transport, closed coal yard

{based on 6% 02 in dry exhaust gas at stack inlet) Particulate Matter ~ 50
mg/Nm3, NOx ~ 312 mg/Nm3 (150 ppm), SOx ~ 285 mg/Nm3 (100 ppm),
CO~ 500 mg/Nm3, Opacity~ 15%

The generated voltage of 13.8 KV is stepped up and fed to the 138 KV bya
step-up transformer. The transformer is rated as follows: 180 MVA, Two
windings, three phase 60 Hz, ONAN/ONFA cooling method, 138 KV, star
connected(neutral brought out}, 13.8 KV, delta connected, Outdoor type
131 MW

FHI Corporation



2. SITE LOCATION

Site Address : Brgy., Ingore, La Paz, Iloilo City

3. SITE LAYOUT AREA

1 UNIT_X_150MW

FIR REFE ;

FIRMISA HEAVY INDUSTRIES (DRP.
. . . pamona, T P
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Appendix B

TECHNICAL LIMITS

DEFINITIONS

All capitalized terms used herein shall have the meaning given to them in Article 1 of
this Agreement, except as otherwise defined herein.

TECHNICAL LIMITS

Technical Parameter

Technical Limit

Design capacity (in MW)

Rated output 150 MW (gross)

Frequency Limits (Hertz)

60 Hz +/- 2.5%

Voltage Limits (kV)

Substation: 138 kV +/- 5%
Generator: 18 kV +/- 5.0%

Reactive Power

Generator
Lead side: -76 . 9MVAR (at PF=0.9)
Lag side: 93.0 MVAR (at PF=0.85)

Grid System Fault Level

To be confirmed by NGCP

Critical Fault detection
and Clearing Time
Limits

To be confirmed by NGCP

Start-up times (in
minutes)*
{Times from light off)
a. Ambient Cold
Start
(time required for
Boiler hot clean -

(MW/min)

a) Hot condition
b) Warm condition
c) Cold condition
d) Ambient cold
condition

up is not
included)
b. Cold Start
¢. Warm Start
d. Hot Starts
Dispatch Ramp Rates* T/G ramping rate 1.8 MW/min from 50% loading to

100% loading

Pmin (in MW gross) (as
registered  with  the
WESM)

Start to feed coal when furnace bed temperature reaches
600°C, but oil burner support.

Coal firing when furnace bed temperature reaches
700°C, without oil burner support.

*Startup times and ramp rate values are design targets to be confirmed at Commercial

Operations Date

3 #
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Appendix C
DOCUMENTS TO BE DELIVERED BY THE PARTIES

PART ONE: Documents to be Delivered by Power Supplier to Meralco

1.

Latest Articles of Incorporation, By-Laws and Certificate of Incorporation (or other
constitutional document) of Power Supplier.

Resolution of the board of directors of Power Supplier, approving the terms of, and
authorizing the performance of the transactions contemplated by, this Agreement and
resolving that it executes, sign and deliver this Agreement and all other documents in
connection therewith,

Certificate from an authorized representative of the Power Supplier certifying that each
copy document specified in this Part 1 of Appendix C relating to the Power Supplier is
correct, complete, and in full force and effect as of Effective Date.

A certificate dated no earlier than two (2) Days prior to the Effective Date from the Power
Supplier in favour of Meralco that the representations and warranties of Power Supplier
contained in this Agreement are true and correct and shall remain true and correct in all
material respects on and as of the Effective Date.

PART TWO: Documents to be delivered by Meralco to Power Supplier

1.

Latest Articles of Incorporation, By-Laws and Certificate of Incorporation (or other
constitutional document) of Meralco.

Resolution of the board of directors of Meralco approving the terms of, and authorizing
the performance of the transactions contemplated by, this Agreement and resolving that it
execute, sign and deliver this Agreement and all other documents in connection therewith.

Certificate from an authorized representative of Meralco certifying that each copy
document specified in this Part 2 of Appendix C relating to Meralco is correct, complete
and in full force and effect as of the Effective Date.

A certificate dated no earlier than two (2) Days prior to the proposed Effective Date from
Meralco in favor of Power Supplier that the representations and warranties of Meralco
contained in this Agreement are true and correct and shall remain true and correct in all
material respects on and as of the Effective Date.

Copy of Certificate of Public Convenience and Necessity.

PART THREE: Documents to be provided by Power Supplier to Support ERC
Application

1.

Articles of Incorporation, By-Laws and Certificate of Incorporation of Power Supplier

2. SEC Certificate of Registration of the said Articles

3. Latest General Information Sheet of Power Supplier
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4. Certificate of Registration of Power Supplier with the BOI, if available.

5. Environmental Compliance Certificate issued by the DENR to Power Supplier [or
Application to DENR]

6. Information required by ERC from Power Supplier:

a. Expectations of Sources of Funds/Financial Plans
() Debt/Equity Ratio
(i) Project Cost
(iii) Annual Interest
(iv) Computation of ROI/WACC
(v) Bank/Lending Institution letter specifying the expected principal
amortization, term and interest
b. Purchased Power Rate
(i) Breakdown of the base price expectations and assumptions of Operation and
Maintenance, Capacity Fee, Fixed Operating Fee, Variable Operating Fee,
and Energy Fee (provide computations)
(i) Sample computation of power rates with the supporting documents on the
assumptions taken
(iii) Ifapplicable, basis/rationale of indexation and estimated levels of indexation
c. Cash Flow specifying estimates of the following:
(i} Initial costs and
(ii) Breakdown of Operating and Maintenance Expenses
(ili) Details on the procurement process of fuel including requests for proposals,
proposals received, and ranking of proposal terms, etc.

7. Copy of agreements related to the construction, development, operation, and maintenance
of the Plant (i.. Transmission Service Agreement, Interconnection Agreement, Fuel
Supply Agreement, etc., if available and, in any case, with commercially sensitive
information redacted or omitted).
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Appendix D
CALCULATION OF PAYMENT

1. DEFINITIONS

All capitalized terms used herein shall have the meanings given to them in Article I of
this Agreement except as otherwise defined herein,

Full Load Equivalent Force Majeure Days Taken means the duration in Days that
an Event of Force Majeure that results in (a) any 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)
any automatic shutdown of any part of the Plant; or (¢) any other unavailability of the
Plant for operation, and in each of (a), (b) and (c), stated on a full load equivalent basis.
By way of example but not by way of limitation, a Full Load Equivalent Force Majeure
Day Taken is the equivalent of (i) the entire Contract Capacity of the Plant being
unavailable for one (1) Day due to an Event of Force Majeure, or (ii) one-half of the
Contract Capacity of the Plant being unavailable for two (2) Days due to an Event of
Force Majeure.

2, PAYMENT UPON OPERATIONS EFFECTIVE DATE

The payment to be made in each Billing Period during the Term for Contract Capacity
and Associated Energy shall consist of a Capacity Payment and Energy Payment. The
Capacity Payment consists of Component A (MCP), and Component B (MFOM), and
the Energy Payments consists of Component C (MFP), and Component D (MVOM).
Other payment consist of Component E (REP), Component I {LR) and Component G
(VAT). Thus, the Monthly Power Bill (“MPB”) payment for Contract Capacity and
Associated Energy for each Billing Period shall be equal to:

MPB = MCP+MFOM + MFP+MVOM + REP - LR + VAT

A sample calculation of the payment is set forth in Schedule 2 of this Appendix D.

Capacity Pavments
A. Monthly Capital Recovery Payment

MCP shall cover the Monthly Capacity Recovery Fee for the Billing Period calculated as
follows:

MCP = DCP * CC * EDAMm
Where:

MCP = the Monthly Payment for Contract Capacity for the
Billing Period (in PHP)
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= the Daily Capacity Payment, (in PHP/kW-day), calculated as:

DCP = CYF * ACF/TEDA

Where:

TEDA

ACF = Annual Capacity Fee, (in PHP/kW-year), set forth
in Schedule 1 of this Appendix D

CYF = Contract Year Factor calculated as:

CYF = CYD / 366 (for the Contract Years

containing February 29)
CYF = CYD / 365 (for the Contract Years not
containing February 29)

Where:
CYb = number of days in the relevant
Contract  Year.

=the Target Full Load Equivalent Days of Availability, (in days),

for the Contract Year as determined as the number of days in the
Contract Year less the sum of the (i) Full Load Equivalent
Scheduled Outage Allowance Days plus (ii} Full Load
Equivalent Forced Outage Allowance Days. By formula,

Where:
TEDA = CYF * 366 -~ (SOA + FOA) (for the Contract
Years containing February 29)
TEDA = CYF * 365 - (SOA + FOA) (for the Contract
Years not containing February 29)
Where:
CYF = as previously defined
SOA = Full Load Equivalent Scheduled Outage
Allowance Days, (in days) calculated as:
SOA = CYF * BSOA
Where:
CYF = as previously defined
BSOA = Base Full Load Equivalent

| B
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EDAm

FOA =

O

Scheduled Outage
Allowance (in days) for
the period as set forth in
Schedule 1 of this
Appendix D

Fuill Load Equivalent Forced Outage Allowance

Days, (in days), calculated as:

FOA =

Where:

CYF

BFOA

as defined in Article 1.

CYF * BFOA

as previously defined

Base Full Load Equivalent
Forced Outage Allowance
(in days) for the period as
set forth in Schedule 1 of
this Appendix D

= the Full Load Equivalent Days of Availability, (in days),
achieved in the relevant Billing Period during Days in the Billing
Period, calculated as:

ey
2

3

By

Gross Full Load Equivalent Days of Availability

(GEDAw),

Plus Adjustment in Availability Days for Forced Outage
Days or Scheduled Outage Days in excess of FOA and

SOA, respectively (AADE),

Less Adjustment in Availability Days of Unutilized FOA

and SOA (AADU)

formula:

EDAm = GEDAMm + AADE — AADU

Where:

GEDA = the Gross Full Load Equivalent Days of Availability,
(in days) achieved in the relevant Billing Period during Days in
the Billing Period, calculated as the number of Days in the
Billing Period, less the Full Load Equivalent Scheduled Outage
Days Taken, less the Full Load Equivalent Forced Outage Days
Taken, less the Full Load Equivalent Force Majeure Days Taken,
during the Billing Period. By formula:

GEDAym = BPD — SOTm — FOTym — FMTum



Where:

BPD =

SOTm =

FOTum =

FMTum =

O

the number of Days in the Billing Period

the Full Load Equivalent Scheduled
QOutage Days Taken (in days) during the
Billing Period

the Full Load Equivalent Forced Outage
Days Taken (in days) during the Billing
Period

the Full Load Equivalent Force Majeure
Days Taken (in days) during the Billing
Period

AADE = Adjustment in Availability Days for Forced Qutage
Days in excess of FOA, or Scheduled Outage Days in excess of

SOA, calculated as:

AADE =FOEwMm + SOEm

Where:

FOEM = FOTwu in excess of FOA, wherein,

i.

i,

iti.

Where:

If (FOTA>FOA) and [(FOTa — FOA) >
FOTwm],

then:
FOEM = FOTwm (in days)

If (FOTA>FOA) and [(FOTa - FOA) <
FOTwu],

then:

FOEM = FOTa — FOA (in days)
If (FOTa <FOA),

then:

FOEm=0



FOA =

FOTa =

FOTw =

SOEm =

ii.

iii.

Where:
SOA =

SOTa =

SOTuw =

O

as previously defined

Cumulative Full Load Equivalent Forced
Outage Days Taken for the Contract Year
as of the relevant Billing Period

as previously defined

SOTwm in excess of SOA, wherein,

If (SOTA>SOA) and [(SOTa — SOA) >
SOTw],

then:
SOEm = SOTw (in days)

If (SOTA>SOA) and [(SOTA — SOA) <
SOTw],

then:

SOEm = SOTa — SOA (in days)
If (SOTa < SOA),

then:

SOEm =0

as previously defined

Cumulative Full Load Equivalent Forced
Outage Days Taken for the Contract Year
as of the relevant Billing Period

as previously defined

AADU = Adjustment in Availability Days due to unutilized
FOA, and SOA wherein:

i.  IF(EDAapui)+ GEDAw) > (TEDA — FMTy),

then:

10



B. Monthly Fixed O&M Payment

Where:

EDAam-1 =

GEDAMm =

FMTA =

TEDA =

O

AADU = [(EDAap1y + GEDAM) — (TEDA —
FMT,) (in days)

1i. If (EDAA(M-I) + GEDAM) < (TEDA - FMTA),
then:

AADU=0

the Cumulative Full Load Equivalent Days of
Awvailability for the Contract Year at the end of the
previous Billing Period.

as previously defined

the Cumulative Full Load Equivalent Force Majeure
Days Taken for the Contract Year as of the relevant
Billing Period, calculated as the sum of all FMTw for the

current Contract Year.

as previously defined

With respect to FOTwm, SOTy, and FMTwy, Full Load Equivalent Days
shall be computed in accordance with Schedule 5 of this Appendix D.

MFOMP shall cover the Fixed O&M Payment of each Unit of the Plant in Philippine Pesos for
the Billing Period and shall be calculated based on the following formula:

Where:

MFOM

MFOM

MEOMuysp

= MFOMuysp + MFOMpup

= the Monthly Fixed O&M Payment for the Billing
Period (in PHP)

= the escalating USD denominated portion of the
Monthly Fixed O&M Payment for the Billing Period (in
PHP), calculated as:

MFOMusp = DFOMusp * (USCPIL: / USCPIp) *
CC * EDAwm * FX
Where:
DFOMysp = the Daily Fixed O&M Fee —

USD denominated portion, (in
USD/kW-day), calculated as:

b

11
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MFOMpur

MFOMeup

O

DFOMuysp = CYF * AFOMuysp / TEDA
Where:

CYF = as
defined

previously

AFOMuysn = Annual Fixed
O&M Fee — USD
denominated
portion, (in
USD/kW-year),
set forth in
Schedule 1 of this
Appendix D

TEDA = as previously
defined

USCPI, = the US Consumer Price Index for All
Items (1982-84=100) for the calendar month prior to the
current Billing Period for which the invoice is being
prepared, as published by U.S. Bureau of Labor Statistics,
www.bls.gov.

USCPI, = the US Consumer Price Index for All
Items (1982-84=100) as published by the US Bureau of
Labor Statistics and indicated in Schedule 1 of Appendix
D.

cC = as previously defined.
EDAwm = as previously defined.
FX = the selling rate for USD in PHP as announced

by the Bangko Sentral ng Pilipinas
(www.bsp.gov.ph/statistics/sdds/ExchRate.htm),
on the date three Business Days immediately
preceding the Payment Date, as defined in
Appendix I, (Invoicing and Payment Procedures)
by Meralco of the relevant invoice issued by the
Power Supplier.

= the escalating PHP denominated portion of the
Monthly Fixed O&M Payment for the Billing Period (in
PHP), calculated as:

= DFOMene * (PCPI. / PCPIy) * CC * EDAM

12 %



Energy Payments

C. Monthly Fuel Payment

Where:

PhCPI¢

PhCPI,

CC

EDAMm

DFOMpup =

O

DFOMpyp = the Daily Fixed O&M Fee —

escalating PHP denominated
portion  (in  PHP/kW-day),
calculated as:

CYF * AFOMpyr / TEDA
Where:

CYF = as previously
defined

AFOMopup = Annual Fixed
0O&M Fee — USD
denominated
portion, (in
USD/kW-year),
set forth in
Schedule 1 of this
Appendix D

TEDA = as previously
defined

= the Philippine Consumer Price Index
for All Income Households in the
Philippines — All Items (2006=100) for
the calendar month prior to the current
Billing Period for which the invoice is
being prepared

= Base Philippine Consumer Price Index
for All Income Households in the
Philippines — All Ttems set forth in
Schedule 1 of this Appendix D

= as previously defined.

= as previously defined.

Monthly Fuel Payment for the Billing Period calculated as follows:

MFEP

(FP / 1000) * Consumption Rate * FX * AE
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Where:

MFP = the Monthly Fuel Payment for the Billing Period (in PHP) calculated as the
sum of Fuel Payments for all Trading Intervals within the relevant Billing
Period.

Where:

FP = the Fuel Payment {(in PHP), calculated as:

FP = (BCP) * (NEWC./NEWC;,) + TC
Where:
BCP = Base Coal Price set forth in Schedule 1 of this
Appendix D
NEWC, = Preceding quarter’s average coal price for
6,700 kcallkg ADB per the Global Coal
Newcastle Physical Trading Index,
www.globalcoal.com (in USD/MT)
NEWCGC, = Base Newcastle Index set forth in Schedule 1
of this Appendix D
TC = Transport Cost which is the cost of freight,
insurance, brokerage, taxes and other costs (in
USD/MT)
Consumption Rate = actual consumption rate of the plant as set forth in

Schedule 3 of this Appendix D, stated in kg/kWh. Load factor (LF), expressed in %, shall be
calculated and rounded off to the nearest two decimal number.

FX  =as previously defined
AE = as previously defined

D. Monthly Variable O&M Payment

Monthly Variable O&M Payment for the Billing Period calculated as follows:

MVOM = VOM * (PhCPI./ PhCPLy)* AE * FX

Where:

MVOM

= the total Variable Operation and Maintenance Payment (in

PHP) for the relevant Billing Period

14 iy
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VOM = the base Variable Q&M Fee, (in PHP/kWh) as set forth in
Schedule 1 to this Appendix D
PhCPFI: = as previously defined.
PhCPLy = as previously defined.
AE = as previously defined.
EFX = as previously defined
Other Payments

E. Replacement Energy prior to Commercial Operations Date (REFP)

In the event that Power Supplier has provided Replacement Power during a period of
unexcused delay of the Commercial Operations Date, the Replacement Energy Payment (REP)
shall be calculated as follows:

REP = REPusp + REPpup
Where:
REP = the total payment for Replacement Energy for the relevant Billing Period.

REPusp = the total payment for Replacement Energy — USD denominated portion for
the Billing Period, calculated as:

REPusp = [(AFOMusp + VOM * USCPI/USCPI, * FX / 8760) * ZRPQ] + ZFPs
Where:

AFOMusp = as previously defined

VOM = as previously defined
USCPI. = as previously defined
USCPIy = as previously defined
FX = as previously defined
RPQ = Replacement Energy Quantity provided by the Power Supplier

after the Scheduled Commercial Operations Date but before the
Commercial Operations Date. Replacement Energy Quantity for
every Trading Interval in which the WEP is higher than CEC,
shall be the Meralco nominated quantity less Commissioning
Energy. For other Trading Intervals, RPQ equals zero.

FPy = as previously defined; for energy payments under this Section
7.5, FP shall be calculated based on RPQ.
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REPrup = the total payment for Replacement Energy — PHP denominated portion for the
Billing Period, calculated as:

REPpyup = [(ACF + AFOMpnr* PhCPIc/PCPIb)/ 8760] * ZRPQ

Where:

ACF = as previously defined

AFOMpyp = as previously defined

PhCPI; = as previously defined

PhCPI, = as previously defined

RPQ = Replacement Power Quantity provided by the Power Supplier

after the Scheduled Commercial Operations Date but before the
Commercial Operations Date. Replacement Power Quantity for
every Trading Interval in which the WEP is higher than CEC,
shall be the Meralco nominated quantity less Commissioning
Energy. For other Trading Intervals, RPQ equals zero.

F. Line Rental Adjustment

LR shall cover the cost of Line Rental Adjustment for the Billing Period, calculated as
follows:

If (Z LR hourly) > (AE x 0.30 PhP/kWh),

LR = (Z LR hourly) — (AE x 0.30 PhP/kWh)
else,

LR=0.

Where:

Z LR hourly = summation of hourly line rental charges based on the PEMC
issued billing

AE = as previously defined

G. VAT Payment

VAT is any value-added tax imposed on Power Supplier for Contract Capacity and
Associated Energy and Replacement Power in accordance with Philippine tax Laws.

16
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SCHEDULE 1

BASE RATES
Contract Capacity CC kW 70,000
Annual Capital Recovery Fee ACF Php/kW-year | 12,431.0835
Annual Fixed O&M Fee (PHP) AFOMppp PHP/kW-year | 2,821.9067
Annual Fixed O&M Fee (USD) AFOMusp US$/kW-year 28.9021
Variable O&M Fee (USD) VOM US$/kW-hour 0.0025
Base Coal Price BCP US$/MT 38.0000
Base Newcastle Index NEWC, US$/MT 53.0000
Base USCPI, (1982-84=100) (Feb 2016) USCPIy 237.111
Base PhCPI, (2006=100) (Feb 2016) PhCPlp 142.900
Base Full Load Equivalent Scheduled Outage BSOA Days 30.00
Allowance Days
Base Full Load Equivalent Forced Outage BFOA Days 15.00
Allowance Days

17
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SCHEDULE 2
SAMPLE CALCULATIONS

Agreed Values

Contract Capacity (CC) KW 70,000
Annual Capacity Fee(ACF} PHP/&W-year 12,431.0835
Annual Fixed O&M Fee (AFOMuysp)} USD/KW-year 28.9021
Annual Fixed C&M Fee (AFOMpur) PHP/KW-year 2,821.9067
Variable O&M Fee (VOM) USD/kWh 0.0025
Base Coal Price (BCP) UsD/IMT 38.00
Base Newcastle Index (NEWCh) USD/MT 53.00
Scheduled Qutage Allowance (SOA) Days 30.00
Forced Outage Allowance (FOA) Days 15.00
USCPls (1982-84=100) 237.111
PhCPIy (2006=100) 142.900
Assumed Values

Caontract Year 2017
Days in the Contract Year 365
Billing Pericd March 26, 2017 - April 25, 2017
Billing Period Days Days 31
AE kwWh 41,664,000.00
Scheduled Outage Taken (SOTw) Days 0.00
Forced Outage Taken (FOTw) Days 0.00
USCPI: {1982-84=100) 240.000
PhCPIc (2006=100) 145.000
NEWCc USD/IMT 50.38
TC USD/MT 5.90
FX PHP/USD 46.07
Consumption Rate @ 80% LF kg/kWh 0.6511
Line Rental Adjustments (LR) PHP 0.00

Component A - MONTHLY CAPACITAL RECOVERY PAYMENT

MCP = DCP * CC * EDAn

1. Calculation of Capacity Fees for each Full Load Equivalent Day Available

TEDA = Days in the Contract Year — SOA - FOA

=365-30-15
=320

DCP = CYF * ACF / TEDA
=1%12,431.08 /320
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= 38.8471
2. Contract Capacity (kW)
= 70,000
3. Calculation of Full Load Equivalent Days Availability (EDAm) - Refer o Schedule 3
EDAm
=3
MCP = DCP * CC * EDAm
= 38.847136 * 70000 * 31
MCP = PHP 84,298,284.98

Component B - MONTHLY FIXED O&M PAYMENT

MFOM = MFOMuysp + MFOM:ue

1. Calculation of FOM Fees in US Dollar escalating per Billing Period
DFOMusp = Annual FOM Fee/ TEDA
= 28.90/ 320
= 0.0903
2. Calculation of US CPI escalation factors
USCPic/USCPIb = 240 / 237.111
=1.012184
MFOMusp = DFOMusn * USCPlc / USCPIb * CC * EDAM* FX
=0.0803 * 1.0122 * 70,000 * 31 * 46.07
= PHP 9,139,383.61

3. Calculation of FOM Fees in PHP Peso escalating per Billing Period
DFOMewe = Annual FOM Fee / TEDA
=2,821.91/320
=8.8185
2. Calculation of PH CPI escalation factors
PCPI/PCPlo = 1451 142.9
= 1.014696
MFOMpup = DFOMene * PhCPle / PhCPIb * CC * EDAmM
= 8.8185 " 1.0147 * 70,000 * 31
= PHP 19,417,270.45

MFOM = PHP 28,556,654.06

Component C - MONTHLY FUEL PAYMENT

MFP = (FP/1000) * Consumption Rate * FX * AE

1. Calculation of Fuel Payment in USD
FP = (BCP) * (NEWC./ NEWCy) + TC
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= 38.00*(50.38/53.00)+5.90
=42.02
MFP = (FP/1000) * Consumption Rate * FX * AE
= (42.02 / 1,000) * 0.65 * 46.07 * 41,664,000.00
MFP = PHP 52,516,831.82

Component D - MONTHLY VARIABLE O&M PAYMENT

MVOM = VOM * PhCPIc / PhCPIb * AE * FX

1. Calculation of Monthly VOM Payments
MVOM = VOM * PhCPlc / PhCPIb * AE * FX
= 0.0025 * ( 145.00 / 142.90) * 41,664,000 * 46
MVOM = PHP 4,869,170.22

Component £ - REPLACEMENT ENERGY PRIOR TO COMMERCIAL OPERATIONS DATE

REP = REPysp + REPeyp

REPusp = [(AFOMusp + VOM * USCPIJ/USCPIp * FX / 8760) * ZRPQ] + ZFPn
=(0.00
REPpup = [(ACF + AFOMpre* PhCPI/PCPIbY 8760] * ZRPQ
=0.00
REP = PHP 0.00

Component F - LINE RENTAL ADJUSTMENT

LR =PHP 0.00

TOTAL MONTHLY PAYMENT

MPB = MCP + MFOM + MFP + MVOM + REP - LR
= 84,298,284.98 + 28,556,654.06 + 52,516,831.82 + 4,869,170.22 + 0.00 + 0.00
MPB = PHP 170,240,941.09
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SCHEDULE 3
COAL CONSUMPTION RATE
Load Coal Cons, Consumption Load Coal Cons, | Consumption
Factor Load, MW Tonsfhour Rate, kg/kKWh Factor Load, mw Tens/hour| Rate, kg/kwh
30.00% A5 20.63 0.793C 50.67% 76 40.465 0.7098
30.67% 46 21.32 0.7898 51.33% 77 41.05 0.,7078
31.33% 47 22.01 Q. 7861 $2.00% 78 41.65 0.,7059
32.00% 48 22.69 0. 7825 52.67% 78 42.24 0.7040
52.67% 49 23.37 0. 7790 53.33% 80 42.83 0.7021
33.33% 50 24.04 0.7755 54.00% 81 43.42 0.7002
51 24.71 0.7722 54.67% 82 44.00 0.6984
52 25.37 0.7688 55.33% 83 44.59 0.6967
53 26.03 0.7657 56.00% 84 45.17 0.6949
54 26.69 0.7625 56,.67% 85 45.75 0.6932
55 27.34 0.7595 57,33% 86 45.33 0.6915
S6 27.99 S58.00% 87 46.91 £.6899
57 28.64 EB.67% 88 47.49 0.6882
S8 29.28 59.33% 83 48.07 0.6867
59 60.00% 90 48.64 0.6851
&0 60.67% g1 49.22 0.6836
61 61.33% 92 49.79 0.6821
652 62.00% 93 50.37 0.6806
&3 62.67% 94 50.94 0.6752
&84 63.33% 95 51.51 0.6778
&5 64.00% 96 52.09 0.6764
&6 64.67% 97 52.66 0.6751
67 65.33% 238 53.23 0.6738
=33 66,00% 93 53.80 0.6726
&9 66.67% 100 54.38 0.6713
70 67.33% 101 54.54 0.6700
71 G8.00% 102 55.50 0.6687
72 68.67% 103 56.06 0.6674
72 69.33% 104 56,62 Q.6661
74 70.00% 105 57.18 Q.6649
75 70.67% 106 57.74 0.6637
76 71.33% 107 58.30 0,6625
77 72.00% 108 58.86 0.6614
78 72.67% 109 59.43 0.6603
79 73.33% 110 59.99 0.6593
20 74.00% 111 60.56 0.6583
81 74.67% 112 51.13 0.6573
B2 3 0.6564
a3 76.00% 114 G52.27 0.6555
84 76.67% 115 62.85 0.56547
85 77330 116 63.43 0.5539
86 78,00% 117 54.01 0.6532
87 78.867% 118 64.59 0.6524
33 79,33% 119 65.18 0.6518
89 80.00% 120 65.76 0.6511
S0 BO.67% 121 66.35 0.6505
91 81.33% 122 66.95 0.6500
82 B82.00% 123 67.55 0.6495
o3 B2.67% 124 6E.14 0.6490
24 83.33% 125 6B.75 0.6486
85 84.C00% 126 £9.35 0.6482
o6 84.67% 127 69.96 0.6478
97 85.33% 128 70.58 0.6475
98 RBE.00% 125 71.20 0.6472
66.00% 99 BG.67% 130 71.82 0.6470
66.67% 100 0.6713 B7.33% 131 72.44 0.6468
67.33% 101 0.6700 B8.00% 132 73.07 0.6466
G8,00% 102 0.6687 B8B.67% 133 73.71 0.6465
6B.67% 103 D.6674 £9,32% 134 74.34 0.6464
69.33% 104 0.6661 £50,00% 135 74.97 0.6463
70.00% 105 0.6649 90,67% 136G 75.61 0.6462
70,67% 106 0.6627 91.33% 137 76.23 0.6460
71.33% 107 0.6625 92.00% 138 76.85 0,6458
72.00% 108 0.6614 92.67% 139 77.46 0.6455
72.67% 109 0.6603 ©3.33% 140 78.07 0.5452,
73.33% 110 0.6553 24.00% 141 78.67 0.5644%
74.00% 111 0.6583 94.67% 142 79.27 0.65445
74.67% 112 0.6573 95.33% 143 79.86 0.6441
75.33% 113 0.6564 96.00% 144 80.45 0.6436
96.67% 145 81.03 0.6431
97.33% 146G 81.60 0.6426
Houseload 19.00 98.00% 147 82.17 0.6419
Net Gen at Full Load 131 MW 98.67% 148 B82.73 0.6413
99.33% 149 83.29 C. 6407
100.00% 131.00 150 0.6400
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SCHEDULE 4
SAMPLE CALCULATIONS OF TEDA AND EDAm

A. Calculation of TEDA
Agreed Values

Base Annual Scheduled Outage Allowance Days BSOA 30 Days

Base Annual Forced Qutage Allowance Days BFOA 15 Days

Assumed Values

Contract Year 20YY (non-leap year) |

CASE 1: Operations Effective Date at December 26, 20YY-1
Other Assumed Values

Contract Year Days for Year 20YY CYD l 365 Days

1. Calculation of TEDA
TEDA =(CYF * 365) — S0A - FOA
= (1.00 * 365) —30.00 - 15.00
= 320.00 Days

Where:
CYF =CYD/ 365
=365/365=1.00
S0A =CYF *BSOA
=1.00* 30
= 30.00 Days
FOA = CYF * BFOA
=1.00*15
= 15.00 Days

CASE 2: Operations Effective Date at May 26, 20YY
Other Assumed Values

Contract Year Days for Year 20YY CYDsirst 214 Days

Contract Year Days for Year 20YY+20 CYDvpasr 151 Days

First Contract Year (May 26, 20YY to December 25, 20YY)
1. Calculation of TEDA
TEDA = (CYF *365) - SOA -FOA
=(0.59 *365) - 17.59 - 8.79
= 187.62 Days
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Where:
CYF = CYDF[RST /365
=214/365=0.59
SOA =CYF *BSOA
= (.59 * 30
= 1[7.59 Days
FOA = CYF * BFOA
={0.59 %15
= 8.79 Days

Last Contract Year (December 26, 20YY+19 to May 25, 20YY+20)
I. Calculation of TEDA
TEDA = (CYF * 365) - SOA-FOA
=(0.41 *365) - 1241 - 6.21

= 132.38 Days

Where:
CYF = CYDypasr/ 365
=151/365=041
SOA = CYF * BSOA
=0.41*30
= 1241 Days
FOA = CYF * BFOA
=041 *15
= 6.21 Days

B. Calculation of EDAM

Assumed Values

Contract Year

20YY

Contract Year Days

CYD 365.00 Days

Operations Effective Date

December 26, 20YY-1

Billing Period June 26, 20YY to July 25, 20YY
Contract Year Factor CYF 1.00

Target Equivalent Days Availability TEDA 320.00 Days
Billing Period Days BPD 30.00 Days
Scheduled Qutage Allowance Days S0A 30.00 Days
Forced Qutage Allowance Days FOA 15.00 Days
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CASE 1: NO OUTAGE
Other Assumed Values
Previous Months EDAM SOTu FOTm FMTum
January 31 0 0 0
February 31 0 0 0
March 28 0 0 0
April 31 0 0 0
May 30 0 0 0
June 31 0 0 0
Current Month: July o 0 0 0
TOTAL EDAsm- | sot, | FOTA | FMT,
1)
182 0 0 0

EDAMm = GEDAMm + AADE — AADU
1. Calculation of GEDAum
GEDAwM = BPD — 80Ty — FOTnm — FMTy
=30-0-0-0
=30.00 Days

2. Calculation of AADE
AADE = SOEy + FOEM
=0.00 + 0.00
=10.00 Days

SOEnm = Maximum [Minimum (SOT, — SOA, SOTy), 0]
= Maximum [Minimum (0 — 30, 0), 0]
= Maximum [Minimum {-30, 0), 0]
= 0.00 Days
FOEy = Maximum [Minimum (FOT 4 — FOA, FOTw), 0]
= Maximum [Minimum (0 - 15, 0), 0]
= Maximum [Minimum (-15, 0}, 0]
= 0.00 Days

3. Calculation of AADU
AADU = Maximum [(EDAam.iy+ GEDAM) — (TEDA — FMTa), 0]
= Maximum [(182 + 30) - (320 - 0), 0]
= Maximum [-108, 0]
=0.00 Days

EDAy = GEDAy + AADE — AADU

=30+0-0
=30.00 Days
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CASE 2: OUTAGES WITHIN THE ALLOWANCE
Other Assumed Values

O

Previous Months EDAy SOTm FOTm FMTw
January 31 0 0 0
February 31 0 0 0
March 28 0 0 0
April 31 0 0 0
May 30 0 0 0
June 31 0 0 0
Current Month: July S 5 3 0

TOTAL ED‘:"““' SOT. | FOTA | FMT,
182 5 3 0

EDAxn = GEDAym + AADE — AADU
1. Calculation of GEDAy
GEDAMm = BPD ~ SOTy — FOTm - FMTum
=30-5-3-0
= 22.00 Days

2. Calculation of AADE
AADE = SOEy + FOEu
=000+ 0.00
= (1.00 Days

SOEwm = Maximum [Minimum (SOT, — SOA, SOTy), 0]
= Maximum [Minimum (5 — 30, 5), 0]
= Maximum [Minimum (-25, 5), 0]
=0.00 Days
FOEw = Maximum [Minimum (FOT. — FOA, FOTw), 0]
= Maximum [Minimum (3 - 15, 3), 0]
= Maximum [Minimum (-12, 3}, 0]
= (.00 Days

3. Calculation of AADU

AADU = Maximum [(EDAage.1y+ GEDAw) ~ (TEDA — FMT4), 0]

= Maximum [(182 + 22) — (320 - 0), 0]
= Maximum [-116, 0]
= (0.00 Days

EDAy =GEDAM + AADE — AADU

=224+0-0
=22.00 Days
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CASE 3: OUTAGES BEYOND THE ALLOWANCE
Other Assumed Values

Previous Months EDAy  SOTm  FOTum  FMTw
January 21 10 0 0
February 31 0 0 0
March 28 0 0 0
April 26 0 5 0
May 25 0 5 0
June 26 5 0 0
Current Month: July s 5 3 0

TOTAL ED‘f:"‘“' SOT, | FOT, | FMT,
157 20 13 0

EDAMm = GEDAM + AADE — AADU
1. Calculation of GEDAM
GEDAwMm = BPD — SOTy — FOTMm — FMTwy
=30-5-3-0
=22.00 Days

2. Calculation of AADE
AADE = SOEwm + FOEy
= 0,00 + 0.00
= {1.00 Days

SOEy = Maximum [Minimum (SOT — SOA, SOTw), 0]
= Maximum [Minimum (20 — 30, 5), 0]
= Maximum [Minimum (-10, 5), 0]
=0.00 Days
FOEnm = Maximum [Minimum (FOT s — FOA, FOTw), 0]
= Maximum [Minimum {13 - 15, 3), 0]
= Maximum [Minimum (-2, 3}, 0]
= 0.00 Days

3. Calculation of AADU

AADU = Maximum [(EDAsu-1y+ GEDAwM) — (TEDA — FMT L), 0]

= Maximum [(157 + 22) - (320 - 0), 0]
= Maximum [-141, 0]
=0.00 Days

EDAy =GEDAy + AADE -~ AADU

=22+0-0
=22.00 Days
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CASE 4: OUTAGES DUE TO FORCE MAJEURE
Other Assumed Values

O

Previous Months EDAyw SOTu FOTm FMTwu
January 31 0 0 0
February 31 0 0 0
March 28 0 0 0
April 31 0 0 0
May 30 0 0 0
June 31 0 0 0
Current Month: July - 6 0 s

TOTAL EDﬁA‘M' SOT. | FOT. | FMT,
182 0 0 5

EDAn =GEDAM + AADE — AADU
1. Calculation of GEDAwm
GEDAm = BPD — SOTy — FOTm — FMTw
=30-0-0-5
= 25.00 Days

2. Calculation of AADE
AADE = SOEy + FOEy
= 0.00+0.00
= 0.00 Days

SOEm = Maximum [Minimum (SOTa — SOA, SOTw), 0]
= Maximum [Minimum (¢ - 30, 0), 0]
= Maximum [Minimum (-30, 0), 0]
= (.00 Days
FOEyn = Maximum [Minimum (FOTa — FOA, FOTy), 0]
= Maximum [Minimum (0 — 15, ), 0]
= Maximum [Minimum (-15, 0), 0]
=0.00 Days

3. Calculation of AADU

AADU = Maximum [(EDAam-iy+ GEDAy) — (TEDA — FMTy), 0]

= Maximum [(182 + 25) — (320 ~ 5), 0]
= Maximum [-108, 0]
= 0.00 Days

EDAy = GEDAy + AADE — AADU

=254+0-0
=25.00 Days
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CASE 5: UNUTILIZED OUTAGES ALLOWANCE TOWARDS THE END OF CONTRACT

YEAR
Other Assumed Values
Previous Months EDApm SOTu FOTMm FMTu
January 21 10 0 0
February 31 0 0 0
March 23 0 5 0
April 29 0 2 0
May 30 0 0 0
June 31 0 0 0
July 30 0 0 0
August 31 0 0 0
September 31 0 0 0
QOctober 30 0 0 0
November 31 0 0 0
Current Month: December _ - . 0 0 ¢
TOTAL EDAapr-y | SOTs | FOT, | FMT,
318 10 7 0

EDAy = GEDAxy + AADE — AADU
1. Calculation of GEDAwm

GEDAy = BPD — SOTy — FOTw — FMTw

=30-0-0-0
=30.00 Days

2. Calculation of AADE
AADE = SOEy + FOEM
=0.00 +0.00
= (.00 Days

SOEm = Maximum [Minimum (SOTa — SOA, SOTw), 0]

= Maximum [Minimum (10 — 30, 0), 0]
= Maximum [Mirimum (-20, 0), 0]
= (.00 Days

FOEn = Maximum [Minimum (FOTa — FOA, FOTw), 0]

= Maximum [Minimum (7 - 15, 0), 0]
= Maximum [Minimum (-8, 0}, 0]
= 0.00 Days

3. Calculation of AADU
AADU = Maximum [(EDAamay+ GEDAw) — (TEDA — FMT,), 0]

= Maximum [(318 + 30) — (320 - 0), 0]
= Maximum [28§, 0]
= 28.00 Days
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EDAwm = GEDAy + AADE — AADU
=30+0-28
=2.00 Days
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SCHEDULE 5
CALCULATION OF FULL LOAD EQUIVALENT OUTAGE DAYS

1. Full Load Equivalent Scheduled Outages Days Taken
The Full Load Equivalent Scheduled Outages Days (SOT) Taken for each Billing Period
shall be calculated based on the following formula:

Bpp Yint (ron
SOT = E Zizi(C50y)
j=1 (CC * Int)

€50 = CC—ACS0

Where:

SOT =Full Load Equivalent Scheduled Outages Days Taken

CSO = capacity on Scheduled Outage

CC  =as provided in Appendix D

ACSO = Available Capacity resulting from Scheduled Outage as declared in the Day-
ahead Capacity Availability of the Power Supplier

Int = number of trading intervals per Day in accordance with the WESM Rules
BPD =as previously defined

2. Full Load Equivalent Forced Outages Days Taken

The Full Load Equivalent Forced Outages Days (FOT) Taken for each Billing Period shall
be calculated based on the following formula:

BPD YNt (0
FOT = Z 2iz(Croy)
j=1 (CC*Int)

CFO = CC—ACFO

Where:

FOT = Full Load Equivalent Forced Outages Days Taken

CFO = capacity on Forced Outage

CC  =as provided in Appendix D

ACFO = Available Capacity resulting from Forced Outage as declared in the Day-
ahead Capacity Availability of the Power Supplier

Int  =as previously defined

BPD = as previously defined

3. Full Load Equivalent Force Majeure Days Taken

The Full Load Equivalent Force Majeure Days (FMT) Taken for each Billing Period shall
be calculated based on the following formula:

BPD YNt (rpgy
FMT = ) 223 (CFMy)
j=1 (CC * Int)

CFM = CC—ACFM
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Where:

FMT = Full Load Equivalent Force Majeure Days Taken

CFM = capacity on Forced Qutage

CC  =as provided in Appendix D

ACFM = Available Capacity resulting from Force Majeure as declared in the Day-
ahead Capacity Availability of the Power Supplier

Int = as previously defined

BPD = as previously defined
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Appendix F
OPERATING PROCEDURES

DEFINITIONS

All capitalized terms used herein shall have the meanings given to them in Article 1 of
this Agreement, except as otherwise defined herein.

Billing Period BCQ Summary has the meaning given to it in Section 7.1 below.
Incident Report has the meaning given to it in Section 10.1 below.

Trading Office means in the case of Power Supplier, the department responsible for
coordinating the scheduling of Plant dispatch with Meralco’s nomination, and in the
case of Meralco, the department responsible for coordinating the scheduling of its
contractual nomination with Power Supplier.

WEP means the WESM Ex-Ante Price at Power Supplier WESM node.
GENERAL

The purpose of this Appendix is to prescribe the procedures for coordinating (a) the
nomination and WESM declaration of BCQs and (b) Scheduled Outages. Nothing in
this Agreement (including in this Appendix) shall be construed, by virtue of the absence
of a specific reference, as relieving either Party of the responsibility to communicate
with the other Party in a manner that will allow both Parties to operate their respective
facilities in a safe manner consistent with Dispatch Instructions, Prudent Operating
Practices and Relevant Operating Regulations.

COORDINATING COMMITTEE
Establishment of the Coordinating Committee

No later than thirty (30) Days prior to the Operations Effective Date, the Parties shall
establish the Coordinating Committee as contemplated by this Agreement. During the
time prior to the Commercial Operations Date or Operations Effective Date, whichever
occurs earlier, the Coordinating Committee shall work towards putting into place the
scheduling arrangements so that the nominations and other matters handled by the
Coordinating Committee can proceed seamlessly on and after the occurrence of the
Commercial Operations Date or Operations Effective Date, as appropriate.

The Coordinating Committee shall consist of four (4) members, two (2) members
appointed by Meralco and two (2) members appointed by Power Supplier.

Either Party, upon written notice to the other, may from time to time remove or replace
any Coordinating Committee member appointed by it. Any vacancies that occur within
the membership of the Coordinating Committee shall be immediately filled by the
appropriate Party.
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Meralco and Power Supplier shall each pay the expenses of its respective Coordinating
Committee members,

All other expenses incurred by the Coordinating Committee and approved by the Parties
shall be shared equally by Power Supplier and Meralco, or as determined by the
Coordinating Committee.

Duties of the Coordinating Committee
The duties of the Coordinating Committee shall include the following':

3.2.1.1 in case of disputes on the Provisional Invoice, reconciliation of nomination
and Delivery of BCQs and Allowed Outages prior to issuance of a Final
Invoice and payment;

3.2.1.2 coordination of maintenance schedules;

3.2.1.3  coordination of short range and long range forecasts of load and capabilities;
and

3.2.1.4 consideration of such other Plant operational matters as may be referred to
the Coordinating Committee by the mutual agreement of Power Supplier and
Meralco.

Decisions of the Coordinating Committee
Decisions of the Coordinating Committee must be unanimous.

If the Coordinating Committee is unable to reach a unanimous decision on any matter
within seven (7) Business Days after the matter is first raised to the Coordinating
Committee, such disputed matter shall, at the request of a Party, be referred to the senior
management of Power Supplier and the senior management of Meralco for immediate
review. If Power Supplier and Meralco do not reach a mutual agreement concerning
the disputed matter within fifteen (15) Days after it has been referred to the review by
senior management, the dispute shall be resolved in accordance with Article 19.

Communications

Power Supplier shall maintain multi-communication systems between Power
Supplier’s Trading Office and appropriate communication systems of the Meralco’s
Trading Office, which shall consist of, but not be limited to, (a) telephone, (b) facsimile,
(¢) email or other agreed electronic communication and (d) cellular phone. Each Party
shall notify the other Party in writing of its point of contact fifteen (15) Days after the
Effective Date, and prior to changing any previously established point(s) of contact.
The Parties shall maintain communications in accordance with Prudent Operating
Practices and, as necessary, shall (without prejudice to the other provisions of this
Agreement) inform the other Party with respect to the operating conditions and
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requirements of their respective facilities that may affect the other Party’s operating

requirements.

Power Supplier

Communication Channels

Contact Person:

Jaime T. Azurin

Janssen A. Dela Cruz

Designation:

Executive Vice President

Assistant Vice President,
Business Development

Address: 22/F GT Tower International 19/F GT Tower International
6813 Ayala Ave. Cor. H.V. Dela | 6813 Ayala Ave. Cor. H.V. Dela
Costa St Salcedo Village, [ Costa St., Salcedo Village,
Makati City Makati City

Telephone: 414-1600 loc. 1113 414-1600 loc. 1207

Facsimile: 414-1600 loc. 1147 414-1600 loc. 1147

Email: Jaime. Azurin@globalpower. Janssen.Delacruz@globalpower
com.ph .com.ph

Menralco

Contact Person:

Rolando M. Cagampan

Ciprinilo C. Meneses

Designation: Head, Energy Management Head,
Energy Sourcing Office
Address: Meralco Center, Ortigas Meralco Center, Ortigas
Avenue, Pasig City Avenue, Pasig City
Telephone: 1622-6483 1622-6656
Facsimile: (632) 632-8683 (632) 632-8643
Email: rmcagampan@meralco.com.ph | ccmeneses@meralco.com.ph

Annual, Monthly and Weekly Nomination Schedule

In accordance with Section 5.3.2 of this Agreement, Meralco shall furnish Power
Supplier with non-binding year-ahead energy nomination schedules, month-ahead
nomination schedules, and week-ahead nomination schedules. Such nomination
schedules shall reflect Meralco’s good faith estimate of its projected requirements for
each of the hours during such periods.
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4.1  Year-ahead Energy Nomination Schedule

When establishing the year-ahead energy nomination schedule, the Parties shall
observe the following:

(a)

(b)

Power Supplier shall furnish Meralco the year-ahead capacity Availability
schedule of the Plant for a relevant Contract Year (in the form prescribed in
Schedule 1 of this Appendix) at least one hundred and fifty (150) Days prior to
start of the next Contract Year. Meralco shall furnish Power Supplier with the
year-ahead energy nomination schedule (in the form prescribed in Schedule 2
to this Appendix) at least one hundred and twenty (120) Days prior to the start
ofthe next Contract Year. When establishing the year-ahead energy nomination
schedule, Meralco shall provide an hourly estimate of energy nomination to
Power Supplier for each hour of this Agreement. The year-ahead energy
nomination schedule shall be based upon Meralco’s good faith estimates of its
energy requirements to serve its customers’ aggregate demand, as such
estimates may be revised during the course of the Contract Year (as shown in
the month-ahead, week-ahead and day-ahead nominations) to reflect the actual
variation in customer demand. In the case of the first Contract Year, Meralco
shall furnish Power Supplier with the year-ahead energy nomination schedule
within five (5) Days after Commercial Operations Date or Operations Effective
Date, whichever occurs earlier.

Upon receipt of the year-ahead energy nomination schedule submitted by
Meralco, Power Supplier shall confirm in writing receipt of such schedule
within twenty-four (24) hours.

42 Month-ahead and Week-ahead Nomination Schedules

When establishing the month-ahead and week-ahead nomination schedules, the Parties
shall observe the following:

(a)

(®

(c)

Power Supplier shall furnish Meralco the month-ahead capacity Availability
schedule of the Plant for a Billing Period (in the form prescribed in Schedule 3
of this Appendix) on or before 1200H of every first (1%) Day of the calendar
month in which such Billing Period starts, and for the week-ahead capacity
Availability schedule (in the form prescribed in Schedule 4 of this Appendix)
on or before 1200H of every Thursday of the preceding week.

The month-ahead capacity Availability schedule shall indicate the hourly
estimate of capacity Availability (in kW) of the Plant in accordance with the
Contract Capacity for each of the hours of the Billing Period (e.g., 720 hours
for a 30-Day month) and the Scheduled Qutages calendared for the Billing
Period as approved by the System Operator, if any, and changes thereat in the
annual capacity Availability schedule submitted for the Contract Year.

The week-ahead capacity Availability schedule shall indicate the hourly
estimate of capacity Availability (in kW) of the Plant in accordance with the
Contract Capacity for each of the hours of the week (e.g., 168 hours) and the
Scheduled Outages calendared for the week as approved by the System Operator,

B
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if any, and changes thereat in the month-ahead capacity Availability schedule
submitted for the Billing Period.

(d) Upon receipt of the month-ahead and week-ahead capacity Awvailability
schedules submitted by Power Supplier, Meralco shall send written
confirmation of receipt of such schedules by facsimile and e-mail not fater than
1500H of the same Day of receipt.

(e) Meralco shall furnish Power Supplier with the month-ahead nomination
schedule (in the form prescribed in Schedule 5 of this Appendix) on or before
1200H of the 19th Day of the calendar month in which such Billing Period starts,
and for the week-ahead nomination schedule (in the form prescribed in Schedule
6 of this Appendix) on or before 1200H of every Friday of the preceding week.

@ The month-ahead and week-ahead nomination schedules shall contain the
hourly quantity offers of Meralco for each hour of the Billing Period or week
taking into account any Scheduled Outages of the Plant submitted by Power
Supplier in accordance with the WESM Rules and the Grid Code.

(g) Upon receipt of the month-ahead and weck-ahead nomination schedules
submitted by Meralco, Power Supplier shall send written confirmation of
receipt of such schedules by facsimile and e-mail not later than 1500H of the
same Day of receipt.

Day-Ahead Nomination Schedule

Meralco shall furnish Power Supplier with binding day-ahead 24-hour energy quantity
nominations subject to the Technical Limits of the Unit. The following guidelines shall
be followed:

Power Supplier shall furnish Meralco the Unit’s day-ahead capacity Availability
schedule (in the form prescribed in Schedule 7 of this Appendix) on or before 1000H
of the preceding day. The day-ahead capacity Availability schedule shall indicate the
binding 24-hourly capacity Availability {in kW) of the Plant in accordance with the
Contract Capacity and the Scheduled Outages scheduled for the succeeding day, if any,
and changes thereat in the week-ahead capacity Availability schedule submitted for the
week. If Power Supplier does not furnish Meralco the Unit’s day-ahead capacity
Availability schedule, the capacity for the same Day in the week-ahead capacity
Auvailability schedule shall be deemed the available capacity for the Day.

Upon receipt of the day-ahead capacity Availability schedule submitted by Power
Supplier, Meralco shall send to Power Supplier written confirmation of receipt of such
schedule by facsimile and e-mail within two (2) hours of receipt.

Meralco shall furnish Power Supplier with the day-ahead 24-hour energy quantity
nomination (in the form prescribed in Schedule 8 of this Appendix) on or before 1400H
of the preceding day, which shall be consistent with the Technical Limits of the Unit.
If Meralco does not furnish Power Supplier with its day-ahead nomination, the
nomination for the same Day in the week-ahead nomination shall be deemed the
nominated price and quantity offers for the Day.
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Upon receipt of the day-ahead binding 24-hour energy nomination schedule submitted
by Meralco, Power Supplier shall send to Meralco written confirmation of receipt of
such schedule by facsimile and e-mail within two (2) hours of receipt.

Power Supplier shall be responsible for submitting its price and quantity offers to the
WESM for the Dispatch schedule of the Plant in accordance with the WESM Rules. If
necessary, Power Supplier shall coordinate with the System Operator the Dispatch
schedule of the Plant in accordance with the Grid Code. Energy Imbalance Fees
resulfting from the actual Dispatch of the Plant shall be for the account of Power
Supplier.

Subject to Section 5 of this Appendix and the Technical Limits, Meralco may, during
the Day, revise the nominations stated in its day-ahead nominations, provided that any
revision shall be submitted by Meralco to Power Supplier at least two (2) hours (or such
other period as may be allowed by the WESM Rules) before gate closure, as provided
in the WESM Rules, of the first affected Trading Interval.

BCQ Declaration with Market Operator

Power Supplier shall be responsible for declaring BCQ with the Market Operator at
least four (4) hours before the deadline set under the WESM Rules. Power Supplier
shall ensure that such BCQ declaration is as nominated by Meralco in its day-ahead
nomination, except for the quantities affected by Forced Outages, Force Majeure, and
any scheduled outages beyond the Scheduled Outage Allowances.

In the event of Scheduled or Forced Outages beyond the Outage Allowances, Power
Supplier shall declare the quantities stated in the day-ahead nomination of Meralco as
BCQ for all Trading Intervals. In case of an Event of Force Majeure, Power Supplier
shall have no obligation to declare BCQ to Meralco during the affected Trading
Intervals.

On a daily basis, Power Supplier shall furnish Meralco a copy of its BCQ declaration
with the Market Operator within one (1) hour of its declaration. Meralco shall review
such reports and upon its review, shall inform Power Supplier of any discrepancies or
exceptions it may find; otherwise, the declaration shall be made consistent with Section
6.1 above. Power Supplier shall immediately notify Market Operator of any corrections
to its BCQ declarations in accordance with the WESM Rules.
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Confirmation After the Billing Month

At every twenty-eighth (28™) of the month before 1200H, Power Supplier will provide
Meralco, by fax or email, a summary of the BCQs nominated for Meralco in the
immediately preceding Billing Period (the “Billing Period BCQ Summary”). The
Billing Period BCQ Summary shall contain the BCQs in each of the WESM Trading
Intervals based on the nominations that Meralco made in the immediately preceding
Billing Period, in accordance with Schedule 8 of this Appendix. It shall likewise contain
any adjustments or re-declaration of lower BCQs due to Events of Force Majeure
affecting Meralco’s ability to receive electricity at the Delivery Point previously re-
declared under Section 6.2 above, and which has been duly certified by NGCP.

Meralco shall forthwith review the Billing Period BCQ Summary and shall endeavor
to notify Power Supplier, by fax or email, by not later than 1700H of the same Day the
Billing Period BCQ Summary is received, if there is any mathematical error in or
discrepancy between the Billing Period BCQ Summary and the nominations that
Meralco made in the immediately preceding Billing Period in accordance with Schedule
8 of'this Appendix. Upon receipt of notice by Power Supplier of any mathematical error
or discrepancy, the Parties shall immediately take steps to resolve such error or
discrepancy.

If Meralco fails to notify Power Supplier of any mathematical error or discrepancy, the
Billing Period BCQ Summary as sent to Meralco is deemed to be correct. The failure
of Meralco to notify Power Supplier of any error or discrepancy in accordance with
Section 7.2, above, shall constitute a waiver by Meralco of any claim for the adjustment
or correction of the Associated Energy for the Billing Period.

3-Year and Annual Scheduled Maintenance Outages

In accordance with Section 8.2 of this Agreement, Power Supplier shall furnish Meralco
its proposed scheduled maintenance outages including 3-year provisional maintenance
and annual maintenance programs. Power Supplier shall submit to Meralco said
maintenance programs on or before April 30 prior to submitting such program to the
System Operator in compliance with the Grid Code. Such maintenance programs shail
indicate the dates and duration of each proposed scheduled outage for the relevant
Contract Years. Within five (5) Days after the Commercial Operations Date, Power
Supplier shall submit to Meralco its 3-year maintenance and annual maintenance
program.

Power Supplier shall furnish Meralco a copy of the 3-year and annual maintenance

programs approved by the System Operator within three (3) Days of receipt from the
System Operator.
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Implementation of Scheduled Maintenance Outage

Power Supplier shall confirm to Meralco seven (7) Days prior to the implementation of
a scheduled maintenance outage the schedule of activities leading to the implementation
of such maintenance outage, including the schedule of shut-down, duration of
maintenance outage, and schedule of completion and start-up.

From time-to-time, Power Supplier shall inform Meralco of any changes requested by
Power Supplier in the schedule of maintenance outage including possible delays in the
shut-down and completion schedules or early completion of scheduled outage.

Power Supplier shall continue to submit its month-ahead, week-ahead and day-ahead

capacity availability schedule indicating the capacity availability of the Plant and the
schedule of maintenance outage to Meralco in accordance with the procedure above. In
the same manner, Meralco shall continue to submit its month-ahead, week-ahead and

day-ahead energy nomination schedule indicating the appropriate energy nomination

during the hours of scheduled maintenance outage.

In case of delay in the completion of scheduled outage, Power Supplier shall
immediately inform Meralco and advise new schedule of completion at least seven (7)
Days before the original completion date. Otherwise, the additional outage days shall
be considered a Forced Qutage. Power Supplier shall submit revised month-ahead,
week-ahead and day-ahead capacity availability schedules indicating the revised
capacity availability of the Plant and the revised schedule of maintenance outage to
Meralco in accordance with the procedure above. In the same manner, Meralco shall
revise its month-ahead, week-ahead and day-ahead energy nomination schedules
indicating the appropriate energy nomination during the hours of the revised scheduled
maintenance outage up to the Scheduled Outage Allowance for the Contract Year. If
the revised scheduled maintenance outage may cause Power Supplier to exceed its
Scheduled Outage Allowance, Power Supplier shall be responsible for providing
Replacement Energy at the Price. Meralco shall submit its day-ahead energy
nomination schedule indicating its required energy for each of the 24-hours.

In case of early completion, Power Supplier shall immediately inform Meralco of such
event and advise Meralco of resumption of delivery of Contract Capacity and
Associated Energy at a time earlier than that originally scheduled for completion of the
scheduled outage. Power Supplier shall submit a revised month-ahead, week-ahead and
day-ahead capacity availability schedules indicating the revised capacity availability of
the Plant and the revised scheduled completion of maintenance outage to Meralco in
accordance with the procedure above. In the same manner, Meralco shall revise its
month-ahead, week-ahead and day-ahead energy nomination schedules indicating its
revised energy nominations during the hours of the revised completion of the scheduled
maintenance outage,

40



10

10.1

10.2

10.3

104

10.5

10.6

10.7

10.8

10.9

@ O

Forced Outages

If in the course of operation of the Plant, a Forced Outage occurs, the following
procedures shall be followed:

Power Supplier shall inform Meralco in accordance with Article 9 of the Agreement of
such outage occurrence, nature and expected duration of the Forced Outage, informally
at first (such as by telephone, cellular phone, email, or text message) and thereafter,
Power Supplier shall promptly furnish Meralco with a copy of the report with the best
estimate of the probable duration of such outage (“Incident Report™).

As soon as possible after a Forced Outage has occurred, Power Supplier shall submit a
revised day-ahead capacity schedule to Meralco and shall revise, as necessary, the price
and quantity offers to the WESM in accordance with the WESM Rules. The hourly
energy amounts in Meralco’s day-ahead nomination shall be treated as deemed
delivered up to the trading period that the WESM recognized the revisions made by
Power Supplier.

Upon receipt by Meralco of the revised day-ahead capacity schedule, Meralco shall
have twelve (12) hours to submit to Power Supplier a correspondingly-revised day-
ahead energy nomination.

If the Forced Outage was of a short duration such that the twenty-four (24) hourly
capacity nominations to Meralco for the succeeding day can be met by the Plant, Power
Supplier need not submit a revised Day-Ahead Capacity Nomination to Meralco, but
Power Supplier shall still submit an Incident Report to Meralco in accordance with
Section 10.1 of this Appendix.

If Power Supplier anticipates that the Forced Qutage will extend beyond seven (7) Days,
Power Supplier may send notice to Meralco indicating that the portion of the outage
beyond seven (7) Days shall be considered a Scheduled Outage; provided that the
conversion shall take effect at least seven (7) Days after receipt by Meralco of such
notice from Power Supplier.

For the entire duration of the Forced Outage, Power Supplier shall declare to the WESM
the Meralco BCQs in respect of this Agreement for all the Trading Intervals during
which the Plant was subject to the Forced Outage.

Any Energy Imbalance Fees (Power Supplier) imposed by the WESM as a result of the
Forced Outage shall be for the account of Power Supplier.

Following the occurrence of a Forced Outage, Power Supplier shall endeavour to
immediately restore the Plant to its normal operating condition. Once the Plant is
restored, Power Supplier shall immediately inform Meralco and submit a revised day-
ahead capacity Availability schedule to reflect the restored available Contract Capacity
of the Plant.

Power Supplier shall keep track of the cumulative Full Load Equivalent Forced QOutage
Days and shall submit to Meralco such figure in a written report for Meralco’s

Ly
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validation. If after the validation, Meralco’s figure does not match that of Power
Supplier, representatives from both Parties shall meet and discuss the issue at the
soonest time to resolve the discrepancy in the figures.
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[NAME OF POWER SUPP
of ¥, o Av 1 1

SCHEDULE 1

FORM OF POWER SUPPLIER’S YEAR-AHEAD CAPACITY AVAILABILITY
SCHEDULE

Month] 26, 20

LIER]
far MERALCO (In MW)

to [Month] 26, 20

O

Hour

DENODE QAN

zs-month|27r-mMantn

z8-mMonth 2S-Mon|n|§c—Menlﬂig1-Moﬂth

i-tanth | 2-Month

a-Manth

4-Month

8-Manth

&-Month

T-Month

®-Month

s-Monih

10-Mcntl’_||'l 1-Month

12-Month| 13 14 h

18.Montn] 17 -montn)

Am-faontn

19-month

Zo-mMontn

21-month)

22-Month|23-Month

24-month|ze-Month

NOMNATED BY

Firstnams M. Sumarne

[Tile)
[Name of Power Supplier}
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ACKNOWLEDGED BY

Filrstname M. Surname

[Titls)

MERALCO



L
.

SCHEDULE 2
FORM OF MERALCO’S YEAR-AHEAD NOMINATION SCHEDULE

MANILA ELECTRIC COMPANY {(MERALCO)
Nomination of Yaar-Ahead Energy for [Nama of Powar Supptiar] (in MWhH)

oy DDA
i Month] 26, 20, te [Month] 25, 20,

Hour IZS-MG“GI 27 Month| H\IZB-Munthl.'.lO-Mcnth|31—Mnnlh i-Month | 2-Month | 3-Manth | 4-Morth | 5-Month | 5-Manth | 7-Manth | 8-Manth | 8-Month

D@~ DN

Total = - - - - - - - - - - - -

Hour |10-Month]11-Month]12-Month| -Munﬂ'll'li-?donth 15-Month]17-Month|18-Menth]18-Month| 20-Menth|

1-Month)

23-Monthj24-Month|25-Month

Total - - - - - - - - - - - - - - N <

Total for the
menth -

Ramark:

HNOMINATED BY ACKNOWIEDGED BY

Flrstharma M. Surname Firstnamea M. Surname
[Title) [Titte]
MERALGCO [Namea of Powar Supplier]
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SCHEDULE 3

FORM OF POWER SUPPLIER’S MONTH-AHEAD CAPACITY AVAILABILITY
SCHEDULE

[Month] 26, 20,

O

[NAME OF POWER SUPPLIER]
Nomination of Month-Ahesad Avallable Capacity for MERALGO (In MW}

to [Month] 25, 20,

Hour 2R-MMIHI17~MMI.I1 anmlanmlaanm 21-MM!I\I 1.Month

F.Manth

3. Month

dAtanth

SiManth | SMonth

T anth

R Month

S.Month

Chksm{ - - - - - -

Hour 1U-M¢'|lh|'$'l—Mnrlll1I12-Moﬂlh 13-Month| 14-Month|15-Month) 1&-Month)|

37-Month

48-Monthi|

A15-Mon th

20-Month|29-Month

22-Month

23-Month)

24-Month

25 -Month

Chksmy - - - - - -

Check Sum: -

Remark:

NOMINATED BY:

Firstnamae M. Surnams
[Titte]
[Narme of Power Supplier]
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ACKNOWLEDGED BY:

Firstname M. Surnams

[Title)

MERALCO
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SCHEDULE 4

O

FORM OF POWER SUPPLIER’S WEEK-AHEAD CAPACITY AVAILABILITY

SCHEDULE

[NAME OF POWER SUPPLIER]

Nomination of Week-Ahead Available Capacity for MERALCO (in MW)

For the week of

, 20

Time

[Day of

[Day of
Week]

IDay of
Week]

[Day of
Week]

[Day of
Week]

[Day of
Week]

[Day of
Week]

Week]

20

20

20

20

pd))

20

20

QO0011-010011

010001-020011

02000163001

0300T1-G4001 1

04001 1.0 50011

050011-06000 {

OG0011-070011

070011-08001T

QHOOH -0000H

09001 -1000E1

1000TE-1 1001 T

1100H-1200H

120011130087

1300H-1400E1

140011150011

150011-160011

165001 I-1 70011

170011- 180011

180011-190011

L0 H-Z0001

20001 1-2 10011

210022001

2200 1-230011

2300FT-240011

Check S um

Remark:

NOMINATED BY:

Firstname M. Surname

[Title]

[Name of Power Supplier]
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ACKNOWLEDGED BY:

Firstname M. Surname

[Title]

MERALCO
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SCHEDULE 5
FORM OF MERALCO’S MONTH-AHEAD NOMINATION SCHEDULE

ﬂ' MANILA ELECTRIC COMPANY (MERALCO)
AL Nomination of Month-Ahead Ensrgy for [Name of Power Supplier] (In MWh)

A [Month] 28, 20 to [Month] 25, 20

Hour | 26-Maonth| 27, 25 30—Moﬂ!h3‘|-MoﬂﬂlJ A-Month | 2-Month | 3-Month | 4-Month | 5-Month | §&-Month | 7-Month | 8-Month | S5-Month

-
OB~ DM0AGNS

11

Total - - - - - - - - - - - - — = -

Hour [10-Month]11-Maonth]12-Monthi13-Month| 14-Month] 15-Month| 16-Month| 17-Month|18-Month| T8-Month| 20-Month| 21-Month| 22-Month| 23-Month| 24-Month| 25-Maonth|

24
Total = - = = - - - - = = = = = = = =

Total for the
month -
Remark:

NOMINATED BY: ACKNOWLEDGED BY:

Firstnama M. Surname Firstname M. Surname
(Tiuo] [Titla]
MERALCO [Nama of Power Supplier]
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SCHEDULE 6
FORM OF MERALCO’S WEEK-AHEAD NOMINATION SCHEDULE

MANILA ELECTRIC COMPANY (MERALCO)
“} Nomination of Week-Ahead Energy for [Name of Power Supplier] (in MWh)

For the week of

O

s 20

Time

Day1l | Day2 | Day3

Day 4

Day5 | Day6 | Day7

0000H-0100H

0100H-0200H

0200H-0300H

0300H-0400H

0400H-0500H

0500H-0600H

0600H-0700H

0700H-0800H

0800H-090CH

0900H-1000H

1000H-1100H

1100H-1200H

1200H-1300H

1300H-1400H

1400H-1500H

1500H-1600H

1600H-1700H

1700H-1800H

1300H-1900H

[900H-2000H

2000H-2100H

2100H-2200H

2200H-2300H

2300H-2400H

Check Sum

Remark:

NOMINATED BY:

Firstname M. Surname

[Title] MERALCO
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ACKNOWLEDGED BY:

Firstname M. Surname

[Title] [Name of Power Supplicr]
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SCHEDULE 7

FORM OF POWER SUPPLIER’S DAY-AHEAD CAPACITY AVAILABILITY
SCHEDULE

[NAME OF POWER SUPPLIER]
Nomination of Day-Ahead Available Capacity for MERALCO

For »20__ ([Day of Week])

Time Available Capacity
0000H-
0100H-
0200H-
0300H-
0400H-
0500H-
0600H-
0700H-
0800H-
0900H-
1000H-
1100H-
1200H-
1300H-
1400H-
1500H-
1600H-
1700H-
1800H-
1900H-
2000H-
2100H-
2200H-
2300H-

Check Sum

Remark:

NOMINATED BY: ACKNOWLEDGED BY:

Firstname M. Surname Firstname M. Surname
[Title] [Title]
[Name of Power Supplier] MERALCO
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SCHEDULE 8

,‘Zﬁ)RM OF MERALCO’S DAY-AHEAD NOMINATION SCHEDULE

may liwanag ang bubay

MANILA ELECTRIC COMPANY (MERALCO)

Nomination of Day-Ahead Price and Quantity Offers for [Name of Power Supplier]

For 20__ ([Day of Week])

Time

Davy-Ahead Nomination (MWh)

0000H-0100H

0100H-0200H

0200H-0300H

0300H-0400H

0400H-0500H

0500H-0600H

0600H-0700H

0700H-0800H

0800H-0900H

0900H-1000H

1000H-1100H

1100H-1200H

1200H-1300H

1300H-1400H

1400H-1500H

1500H-1600H

1600H-1700H

1700H-1800H

1300H-1900H

1900H-2000H

2000H-2100H

2100H-2200H

2200H-2300H

2300H-2400H

Check Sum

Remark:

Remark:

NOM!

[Title]

NATED BY:

Firstname M. Sumame

MERALCO

ACKNOWLEDGED BY:

Firstname M. Surname

[Title]
[WName of Power Supplier]
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Appendix G
INVOICING AND PAYMENT PROCEDURES

Definitions

All capitalized terms used herein shall have the meanings given to them in Article 1 of
this Agreement, except as otherwise defined herein,

Invoice means any Invoice rendered according to Appendix G.
Final Invoice means any Final Invoice rendered according to Section 2 below.
Payment Date shall have the meaning given to it in Section 3 below.

Provisional Invoice means any Provisional Invoice rendered according to Section 1.1
below.

Receipt means any Receipt issued according to Section 6 below.
Provisional Invoice

1.1 Any Invoice rendered by Power Supplier to Meralco pursuant to Article 10
hereof shall be rendered in the first instance in the form of a provisional invoice
(the “Provisional Invoice™). Power Supplier shall deliver the Provisional
Invoice to Meralco no later than the last Day ofthe calendar month of the Billing
Period.

1.2 Within ten (10) Days after 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 Invoice prior to the issuance of the
Final Invoice.

Final Invoice

On the fifteenth (15%) day of the immediately succeeding month after the end of the
Billing Period, Power Supplier shall provide Meralco with a Final Invoice for such
Billing Period, in the same format as the Provisional Invoice (the “Final Invoice™),
provided that the Final Invoice shall reflect any corrections or adjustments agreed to by
the Parties.

Payment Date

Provided that Meralco receives the Final Invoice within the time set forth in Section 2
of this Appendix G, each Final Invoice shall be due and payable not later than the last
Day of the immediately succeeding month after the end of the month of the Billing
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Period, provided that if the last Day is not a Business Day then the payment shall be
due and payable on the immediately next Business Day (“Payment Date™).

Withholding Tax

4.1 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 and the
corresponding documentation due to the prevailing regulation of such
withholding to Power Supplier. If Power Supplier believes such withholding tax
is not applicable to it, Power Supplier shall provide Meralco with such
documents and evidence acceptable to Meralco to demonstrate that payments to
Power Supplier are not subject to such withholding tax. Power Supplier shall
indemnify Meralco for any assessment, liability, surcharge, interests, penalties
and other costs or fees arising from Meralco’s non-withholding or failure to
withhold creditable withholding tax if Meralco does not withhold such tax upon
Power Supplier’s request, including any change, reversal or ruling affecting
Power Supplier’s status or claim of not being subject to a creditable or
withholding tax.

Method of Payment

All payments by Meralco pursuant to this Appendix shall be made by wire transfer of
cleared funds to such account/s as Power Supplier may notify in writing.

Receipt

Power Supplier shall issue a value-added tax-qualified official receipt to Meralco
acknowledging receipt of any payment hereunder on the date of such payment.
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Republic of the Philippines ANNEX W

b

ENERGY REGULATORY COMMISSION
San Miguel Avenue, Pasig City

IN THE MATTER OF THE
APPLICATION FOR THE
APPROVAL OF THE POWER
SUPPLY AGREEMENT (PSA)
BETWEEN MANILA ELECTRIC
COMPANY (MERALCO) AND
PANAY ENERGY
DEVELOPMENT
CORPORATION (PEDC),

MANILA ELECTRIC COMPANY
(MERALCO) AND PANAY
ENERGY DEVELOPMENT
CORPORATION (PEDC),

Applicants.
X=mmmmmmmmmm e e e i X

ERC CASE NO. 2016 - ___ RC

JUDICIAL AFFIDAVIT OF CIPRINILO C. MENESES

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
employed at the Manila Electric Company (“MERALCQO”) as Head of
the Energy Sourcing Office, was conducted by Atty. Adrian Rex C.
Dimalanta, counsel for Applicant MERALCO, at the 7" Floor, Lopez
Building, Ortigas Avenue, Pasig City, this 27" day of April 2016.

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

show and prove:

1. The existence and details of the Power Supply Agreement
(“PSA”) executed between MERALCO and Panay Energy
Development Corporation (PEDC);

2.  The necessity for the approval of the PSA to allow
MERALCO to meet customer demand requirements and to
afford MERALCOQO’s customers the full benefits thereof;

3. The reasonableness and fairness of the provisions of the
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PSA, including the contract price thereunder;
4. Identification of documents in the course of the hearing;
and

5. Other matters relevant to the Joint 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

qualifications?

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

Q2:
A2:

Q3:
A3:

Q4:

A4:

Q5:

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
(“MERALCOQ") as Head of the Energy Sourcing Office.

Since when have you been employed at MERALCO?
| have been employed at 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 MERALCO’s energy sourcing
operations, overseeing the energy accounting and power
supplier bill validations, and participating in the negotiations for
power supply agreements and contracts.

Are you familiar with the case entitled: “/n the Maftter of the

Application for the Approval of the Power Supply Agreement (PSA)
Between Manila Electric Company (MERALCQ) and Panay Energy
Development Corporation (PEDC)” jointly filed by Applicants
MERALCO and PEDC? If so, why?

Ab:

Yes, | am familiar with the same as | was directly involved in the
preparation of the Joint Application and its Annexes, for
submission to the Energy Regulatory Commission (“ERC”) for
approval. Also, as a member of the power supply agreement
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A6:

Q7:
AT:

O O

working team of MERALCO, | am cognizant of the Power Supply
Agreement ("PSA”) that was executed between MERALCO and
PEDC.

For what purpose is your Judicial Affidavit being taken?

My Judicial Affidavit is being taken in support of the aforesaid
Joint Application for the Approval of the PSA between
MERALCO and PEDC.

What are the salient provisions of the PSA?
The salient provisions of the PSA are as follows:

“2.2 Term of Agreement

221 Subject to Article 3, this Agreement shall become
effective on the Effective Date.

2.2.1.1 The term of this Agreement (the “Term”) shall commence
on the Operations Effective Date and shall expire on the
date falling twenty (20) years after the Operations
Effective Date xxx

XXX
3.1 Effective Date

The Effective Date shall be the date the conditions
precedent in Section 3.2 have been satisfied or waived
by the relevant Party (the “Effective Date”).

XXX
33 Commencement Date

The “Commencement Date” shall occur upon the

satisfaction of the conditions below:

(@) The conditions set out in Section 3.2 have been
fulfilled;

(b) Each Party has delivered to the other Party a
certification dated no earlier than two (2) Days
prior to the proposed Commencement Date to the
effect that its representations and warranties
contained herein shall be true and correct in all
material respects on and as of the
Commencement Date; and

(¢) On or before the Longstop Date, (i) the ERC shall
have approved this Agreement, including the
pricing structure as set out herein (or as otherwise
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3.4.1

3.4.2

3.5
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acceptable to Power Supplier), in the ERC
Provisional Approval or ERC Final Approval.

Within seven (7) Days after the satisfaction of the
conditions referred to in this Section 3.3, Meralco and
Power Supplier shall issue a joint certification
confirming that the Commencement Date has occurred.

Operations Effective Date

Power Supplier covenants that Operations Effective
Date shall occur on August 26, 2016 (the “Operations
Effective Date”).

Following the Operations Effective Date, the obligations
of Power Supplier and Meralco under this Agreement
with respect to sale and purchase of Contract Capacity
and Associated Energy, and Replacement Energy,
shall become effective.

Commercial Operations Date

The Unit shall achieve Commercial Operations Date
upon delivery by Power Supplier of the documents
enumerated below, in form and substance satisfactory
to Meralco:

(@) Capacity Test Certificate xxx;
(b) a Net Plant Heat Rate Test Certificate xxx;

(c) certified true copy of the certificate of compliance
of the Power Supplier as a generation company
issued by the ERC, its registration as a member
of the WESM and evidence of its execution of a
Market Participation Agreement with the
Philippine Electricity Market Corporation; and a
certification that ail relevant permits, licenses,
authorizations and other approvals from all
Government Authorities and third parties needed
for the operation of the Unit and the supply of
electricity by the Power Supplier to Meralco have
been obtained by Power Supplier;

(d) a Commercial Operations Date Certificate; and
(e) Power Supplier certification that the insurances

required under this Agreement xxx have been
obtained xxx.
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3.7.1

5.1

5.1.1

XXX
Early Occurrence of the Commercial Operations
Date

In the event that Power Supplier achieves Commercial
Operations Date prior to the occurrence of the
Operations Effective Date, Power Supplier shall
promptly deliver to Meralco written notice thereof on or
before the Commercial Operations Date. Upon receipt
of such written notice, Meralco shall, by written notice
to Power Supplier, choose between the following
options:

a) Consider that Operations Effective Date shall
occur on the Commercial Operations Date or such
other later date as provided under Section 3.7.2;
or

b} Require Power Supplier to deliver, for purchase by
Meralco on a non-firm basis, such portion of the
Contract Capacity and Associated Energy needed
by Meralco from Commercial Operations Date to
Operations Effective Date, which shall be paid at
the Price. For the avoidance of doubt, Meralco
shall have priority over the Contract Capacity and
Associated Energy. If needed by Meralco, it shall
communicate its binding day-ahead nominations
of the Contract Capacity and Associated Energy
(or a portion thereof) to Power Supplier.

XXX

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

From the Operations Effective Date until the expiration
of the Term or earlier termination of this Agreement,
Power Supplier shall:

(a) make available to Meralco, and Meralco shall
purchase from Power Supplier, at the Price
determined in accordance with Appendix D, the
Contract Capacity of the Unit; and

(b) sell to Meralco, and Meralco shall purchase from
Power Supplier, at the Price determined in
accordance with Appendix D, the Associated
Energy, to the extent of Meralco’s relevant day-
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5.1.4

8.1

8.1.1

8.1.2

O O

ahead nominations.

The Dispatch of Contract Capacity and Associated
Energy shall meet the requirements set out in Appendix
B (Technical Limits).

Unless otherwise expressly permitted by this
Agreement, Power Supplier shall not, without Meralco's
prior written consent, seli, divert, grant, transfer,
dedicate, reserve or assign all or any portion of the
Contract Capacity and Associated Energy to any
Person other than Meralco.

Power Supplier shall source its supply for Meralco only
from the Plant except during: (i) the period from
Operations Effective Date until Commercial Operations
Date; (ii) Scheduled Outages and Forced Outages; and
(i) any Curtailment due to Dispatch Instructions.

The supply of the Contract Capacity and Associated

Energy by Power Supplier to Meralco shall be in

accordance with WESM Rules. Moreover, each Party

shall, during the Term, always keep and maintain its

registration as bona fide trading member of the WESM.
XXX

Outage Allowances and Replacement Energy

After Commercial Operations Date, Power Supplier shall
be allowed Scheduled Qutages of thirty (30) Days (“Full
Load Equivalent Scheduled Outage Allowance
Days”) and Forced Outages of fifteen (15) Days (“Full
Load Equivalent Forced Outage Allowance Days”)
each Contract Year, provided that a Forced Outage may
only be counted towards the Full Load Equivalent
Forced Outage Allowance Days upon provision to
Meralco of a copy of the cettification from the System
Operator that a Forced Outage has occurred. During
these times, Meralco shall procure Replacement Energy
from the WESM and Power Supplier shall not bill
Meralco for these quantities.

During Outages beyond the Full Load Equivalent
Scheduled Outage Allowance Days and/or Full Load
Equivalent Forced Outage Allowance Days, Power
Supplier shall purchase Replacement Energy, which
shall be declared as BCQ and paid by Meralco at the
Price. The supply by Power Supplier of Replacement
Energy under this Section 8.1.2 shall be deemed



8.1.3

9.1

9.2

9.3.1

10.2
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fulfiliment of Power Suppliers obligation to make
available the Contract Capacity and to deliver the
Associated Energy during such period.

During any period in which an Event of Force Majeure
affects Power Supplier or Meralco, Meralco shall
procure Replacement Energy from the WESM to the
extent supply or offtake is so affected.

XXX

Assignhment or Transfer of Contract Capacity Due to
RCOA

In connection with the implementation by the ERC of
RCOA, Meralco shall also be entitled to assign, transfer,
designate, delegate or allocate (collectively in this
context, “Transfer”) its rights and obligations to
purchase a portion of Contract Capacity and Associated
Energy that is no longer required by Meralco as a result
of RCOA (i) to any of its wholly-owned Distribution Utility
or Supplier Affiliates (in each case, a direct WESM
member) or business segments, to the extent allowed by
Law, without the prior consent of the Power Supplier; or
(ii) to any other Person subject to the consent of Power
Supplier, which consent shall not be unreasonably
withheld.

XXX
Reduction in Contract Capacity and Associated
Energy

Subject to the provisions of Section 9.3.2 below, Meralco
shall, from time to time, be entitled to a reduction in the
Contract Capacity and Associated Energy (the
“Reduction in Confract Capacity and Associated
Energy”) equivalent to the reduction in the demand of its
captive customers by reason of the enforcement of
RCOA and the Renewable Energy Law.

Similarly, Power Supplier may request for a Reduction
in Contract Capacity and Associated Energy, subject to
mutual agreement of the Parties.

XXX

Payments

10.2.1 Meralco shall pay the entire amount indicated in the Final

Invoice (subject to Appendix G) when due and payable,
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provided that Meralco shall not be required to make
payment on any Invoice that is manifestly in error,
apparently invalid or not in the form or substance
contemplated by this Agreement until the same has been
corrected following prompt notice by Meraico to Power
Supplier of such error, invalidity or absence of proper
form or substance.

XXX

11.2 Charges Due to Change in Circumstances

(@)

(b)

If as a result of a Change in Circumstances, Meralco
becomes liable to pay any new charges, fees, taxes,
duties, assessments or other similar amounts (*New
Charges”), or any increase in existing charges, fees,
taxes, duties, assessments or other similar amounts
(“Increased Charges”) become payable with respect to
this Agreement, the New Charges or Increased Charges
shall form part of the price that Meralco will charge to its
customers.

\

If as a result of a Change in Circumstances affecting Power
Supplier, Power Supplier becomes liable to pay any New
Charges or any Increased Charges or a Change in
Circumstances materially and adversely affects the ability
of Power Supplier to perform or materially increases the
operating costs or capital expenditures associated with the
Plant or materially and adversely affects its performance of
its obligations under this Agreement, adversely affects the
sale by Power Supplier of Coniract Capacity and
Associated Energy in accordance with this Agreement,
makes the Power Supplier's administration or operational
aspects of such performance materially more burdensome
(whether made at the direction of any Governmental
Instrumentality or otherwise) or causes serious damage to,
or materially and adversely affects the financial condition
of Power Supplier, Power Supplier shall send a notice to
Meralco of the occurrence of such Change in
Circumstances (“Notice of Change in Circumstances”)
together with an analysis of the cost impact of such Change
in Circumstances. Within thirty (30) Days of such Notice of
Change in Circumstances, Meralco and Power Supplier
shall meet to discuss, in good faith, remedial measures to
mitigate the impact of such Change in Circumstances.
Each Party shall cooperate in good faith to secure any
Governmental Authorizations to implement any agreed
remedial measures. If the Parties fail to reach a mutually
satisfactory resolution within sixty (60) Days from the
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commencement of negotiations, the Power Supplier shall
be entitled to terminate this Agreement in accordance with
the provisions of Section 17.6.7(a).

(c) Inthe eventthat, as a result of a Change in Circumstances
and pursuant to a corresponding order of the ERC or any
other Governmental Instrumentality:

(a) Meralco is prevented from making a pass through to

its customers of any charges under this Agreement
(as approved by the ERC in the ERC ERC
Provisional Approval or ERC Final Approval, as
accepied by Power Supplier); or

(b) any portion of the Price that has been paid to Power

13.2

13.2.1

13.2.2

Supplier is required to be refunded to Meralco or
Meralco’s customers in connection with the ERC
Application or any petition, claim, case, proceeding
or other action involving any of the Parties brought
before any judicial, administrative or quasi-judicial
body,

the Parties shall enter into good faith negotiations io
agree on a satisfactory solution regarding the
amendment of this Agreement to restore Meralco’s
commercial position prior to such Change in
Circumstances, including an adjustment of the Price. If
the Parties fail to reach a mutually satisfactory resolution
within sixty (60) Days from the commencement of
negotiations, the provisions of Section 17.6.7(b) will

apply.

XXX
ERC Approval

Upon receipt of the ERC Final Approval, Meralco shall
provide a copy of such ERC Final Approval to Power
Supplier. Power Supplier shall have ten (10) Business
Days from the date of receipt from MERALCO of such
ERC Final Approval to notify Meralco in writing that (i) it
accepts such ERC Final Approval or (ii) it does not accept
the ERC Final Approval, stating the grounds for non-
acceptance.

[n case of Power Suppliers non-acceptance, Power
Supplier shall be free to: (i) file with the ERC a motion for
reconsideration or (ii) terminate this Agreement upon
sixty (60) days prior written notice to Meralco; provided
that, any order on a motion for reconsideration shall be
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treated as an ERC Final Approval for purposes of the
processes under this Section 13.2; provided further that,
if the motion for reconsideration is denied by the ERC, or
provided by the ERC but still with any material term or
condition that is not acceptable to Power Supplier, Power
Supplier may terminate this agreement upon sixty (60)
days prior written notice to Meralco.

XXX
16.5 Effect of Extended Force Majeure

If any Event of Force Majeure prevents Power Supplier
from making available the Contract Capacity or
Associated Energy or Meralco from accepting Contract
Capacity or Associated Energy, in each case for a
continuous period of more than one hundred eighty (180)
Days, then either Party may upon written notice, require
the other Party to meet as soon as practicabie to
reasohably discuss any modification, change or
amendment of this Agreement under such reasonable
terms, to the extent necessary to resolve the issues
arising from the Event of Force Majeure and maintain, to
the extent feasible, the rights and obligations of the
Parties under this Agreement.

If the Parties do not reach such satisfactory solution prior
to the end of such one hundred eighty (180) Day period,
or such other time as may be agreed upon, either Party
may terminate this Agreement in accordance with Section
17.6.6.

b} J

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

Q8: What is the contract capacity and associated energy contracted
under the PSA?
A8: The PSA is for the purchase of up to 70 MW contract capacity

and associated energy.
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Q9: What is the effective rate under the PSA?

A9: Given a certain set of assumptions, the annual effective rate
under the PSA is PhP3.7207 per kWh. A copy of the PEDC PSA
— Rate Impact is attached to the Joint Application as Annex “O”.

Q10: If approved, how much will be the simulated delivered price
under the PSA?

A10: Given the assumptions provided in Annex “O” the simulated
delivered price under the PSA would result in the reduction of
MERALCOQO’s generation charge by about PhP0.0188 per kWh.

Q11: Do you affirm and confirm the truthfulness and veracity of your
answers to the questions asked?
A11: Yes.

IN WITNESS WHEREOF, | have hereunto affixed my signature
this 27" day of April 2016, at Pasig City, Philippines.

Gt

CIPRINILO C. MENESES
Affiant

ATTESTATION

I, ATTY. ADRIAN REX C. DIMALANTA, of legal age, Filipino,
with office address at 7" Floor, Lopez Building, MERALCO Compound,
Ortigas Avenue, Pasig City attest to the following that:

s | am the lawyer who conducted the examination of witness,
Mr. Ciprinilo C. Meneses;

2. | have faithfully recorded or caused to be recorded the
questions | asked and the answers given by the witness;

3. Neither | nor any other person coached the witness
regarding his answers.

IN WITNESS WHEREOF, | have hereunto affixed my signature
this 27" day of April 2016, at Pasig City, Philippines.

Affiant

11



SUBSCRIBED AND SWORN TO before me this 27" day of April
2016 by Engr. Ciprinilo C. Meneses and Atty. Adrian Rex C. Dimalanta
exhibiting their SSS IDs with Nos. 03-6515286-8 and 34-0968670-5,

respectively, as proof of their identities. /

Doc. No.: /96 ; ATTH, CARMEN GRACE S. RAMOS
- 4 - NOTARY PUBLIC

Page NG 4 . Pasig, Pateros, Taguig & San Juan

Book No.: —L; Issued on July 13, 2015 at Pasig City

Series of 2016. until December 31, 2016

Roll No. 55945 IBP No. 1023723; 01/08/16; RSM Chapter
PTR No. 1473409; 01/24/18; Pasig City
7" Floor, Lopez Bldg., Ortigas Ave., Pasig City
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AMENDED ARTICLES OF INCORPORATION

OF

PANAY ENERGY DEVELOPMENT CORPORATION

KNOW ALL MEN BY THESE PRESENTS:

That we, all of legal age and majority of whom are residents of the
Philippines, have this day voluntarily associated ourselves together for the
purpose of forming a corporation under the laws of the Republic of the
Philippines.

AND WE HEREBY CERTIFY THAT:

FIRST.The name of the corporation shall be PANAY ENERGY DEVELOPMENT
CORPORATION.

SECOND.  The purposes for which this corporation is formed are:
PRIMARY PURFPOSE

To carry on the general business of generating power, derived from coal, fossil
fuel, geothermal, nuclear, natural gas, hydroelectric and other viable sources of
power, for lighting and power purposes and whole-selling the electric power to
the National Power Corporation, private electric cooperatives, distribution
utilities, industrial customers, and other entities, and for the carrying on of all
business related or incident hereto, including but not limited to the provision of
ancillary services and the sale of the by-products of power generation, e.g,
steam, water, etc., and to acquire, build, construct, own, maintain, and operate
all necessary and convenient buildings, structures, dams, machinery,
substations, transmission lines, poles, wires, and other things and devices; to
acquire and hold water and flowage rights and to acquire, lease, hold, occupy or
use land rights of way and easements therein; and to purchase and/or import
raw materials, equipment and spare parts to be used for its business as power
generatorl,

SECONDARY PURPOSES

To invest in, hold, purchase, acquire, import, lease, contract, or otherwise,
within the limits allowed for by law, any and all real and personal properties of
every kind and description whatsoever which the Corporation may deem
necessary or appropriate and to exchange or otherwise dispose of the whole or
any part thereof;

" Amendments approved at Hie meceting of the Bonrd of Directors on 26 March 2014 and of the Stockholders of the Corporation field
on 7 May 2014,
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To purchase, or otherwise acquire the stocks, bonds, and other securities
or evidence of indebtedness of any other corporation, association, firm or entity,
domestic, or foreign, and to issue in exchange thereof its own stocks, bonds, or
other obligations, or to pay therefore in cash, or otherwise;

To hold, own, use, sell, issue, deal in, dispose of, and turn to account any
such stocks, warrants, options, bonds or other securities, and while the owner or

holder thereof to exercise all the tights and powers of ownership, including the
right to vote thereon for any purpose;

To acquire, takeover, hold over, hold and control all or any part of the
business, goodwill, property and other assets, and to assume or undertake the
whole or any part of liabilities and obligations of any person, firm, association or

corporation, and to pay for the same in cash or in stocks, bonds, or securities of
the Corporation or otherwise;

To hold, manage, operate, conduct and dispose of, in any manner, the
whole or part of any such qualifications, and to exercise all the powers necessary
or convenient for the conduct and management thereof, and to do every act and
thing covered generally by the denomination “holding company,” provided, it
shall not act as brokers or dealers in securities;

To apply for, or join in applying for, purchase or by other means acquire,
and protect, prolong and renew, whether in any country or other jurisdiction
whatsoever, any patents, patent rights, trademarks, licenses, protections, and
concessions which may appear likely to be advantageous or useful to the
company, and to use and turn to account, and to manufacture under or grant
licenses or privileges in respect of the same, and to extend money in
experimenting upon and testing and improving or seeking to improve any
patents, inventions, or rights which the company may acquire or purpose to
acquire;

To carry on any other business transaction or operation which may seem
to the corporation capable of being conveniently carried on in connection with
the above, or calculated directly or indirectly to enhance the value of the
corporation’s business, property, or rights;

To guarantee, assume, or undertake the whole or any part of the liabilities

and obligations of any person, firm, association, or corporation;

To mortgage or encumber real and personal properties of every kind and

description in order to secure repayment of all loans, bonds, promissory notes,

and other evidence of indebtedness incurred by it or by any person, firm,
association, or corporation; and?

? Amenduients approved af the foint meeting of the Stockiolders and Hie Board of Directors of the Corporation held on 9 May 2014.




To possess and exercise all power and privileges now or hereafter granted
to or conferred upon corporations of the Republic of the Philippines; and to
possess and exexcise such incidental corporate powers as are, and to do all and
everything as is, necessary, suitable, convenient or proper for the
accomplishment of any of the purpose or the attainment of any one or more of
the objects herein enumerated, or which shall at any time appear conducive to or
expedient for the protection or benefit of the corporation either as holder of or as
interested party in any property or otherwise.

THIRD. The place where the principal office of the corporation is to be
established or Jocated is at Brgy. Ingore, La Paz, loilo City?, Philippines.

FOURTH. The term for which the corporation is to exist shall be fifty (50)
years from and after the date of issuance of the certificate of incorporation.

FIFTH. The naines, nationalities, and residences of the incorporators of the
corporation are as follows:

Name Nationality = Addresses

Francisco C. Sebastian  Filipino 454 Ma, Christina St., Ayala Alabang
Village, Muntinlupa City

Antonio S. Abacan, Jr.  Filipino 316 Madrigal Ave., Ayala Alabang
Village, Muntintupa City

Jesus N. Alcordo Filipino 239 Anahaw St., Ayala Alabang Village,
Muntinlupa City

Alfred V. Ty Filipino 62 Kawayan Road, Cambridge Circle,
North Forbes Park, Makati City

Elon Ting American  36A Pacific Plaze Towers

Condominium, Bonifacio Global City

* Aendument approved at e joint meeting of the stocklolders and Board of Directors of the Corporation held on 16 September
2009,

e
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SIXTH. The number of directors of the corporation shall be five (5), and
the names, nationalities, residences of the directors who are to serve until their
successors are elected and qualified as provided by the By-Laws are as follows:

Name Nationality Addresses

Francisco C. Sebastian  Filipino 454 Ma. Christina St., Ayala Alabang
Village, Muntintupa City

Antonio S. Abacan, Jr.  Filipino 316 Madrigal Ave., Ayala Alabang
Village, Muntinlupa City

Jesus N. Alcordo Filipino 239 Anahaw St,, Ayala Alabang Village,
Muntinlupa City

Alfred V. Ty Filipino 62 Kawayan Road, Cambridge Circle,
North Forbes Park, Makati City

Elon Ting American 36A Pacific Plaze Towers

Condominium, Bonifacio Global City

SEVENTH: That the authorized capital stock of the corporation is ONE
BILLION FIVE HUNDRED MILLION PESOS (Php1,500,000,000.00), in lawful
money of the Philippines, divided into FIFTEEN MILLION (15,000,000) common
shares with par value of ONE HUNDRED PESOS (PhP100.00) per share.

EIGHTH. That at Jeast 25% of the authorized capital stock has been
subscribed and at least 25% of the total subscription has been paid as follows:

Name Nationality No. of Amount of Amount of
Stock : ;
Shares Subscribed Paid Up Capital

Claredon Tower  Filipino 1,385,995  P138,599,5600 34,649,500

Holdings, Inc.

Francisco C.

Sebastian Filipino 1 100 100

Antonio S. Filipino 1 100 100

Abacan, Jr.

Jesus N. Alcordo  Filipino 1 100 100

Alfred V. Ty Filipino 1 100 100

Elon Ting American 1 100 100
Total 1,386,000 138,600,000 P34,650,000

! Amendment approved at Hie meetings of the stockholders and Board of Direclors of the Corporation held on 8 Decewber 2011.
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NINTH. No transfer of stock or interest which would reduce the stock
ownership of Filipino citizens to less than the required percentage of the capital
stock as provided by existing laws shall be allowed or permitted to be recorded
in the proper books of corporation and this restriction shall be indicated in the
stock certificates issued by the corporation.

TENTH. ALFRED V. TY has been elected by the subscribers as treasurer of
the Corporation to act as such until his successor is duly elected and qualified in
accordance with the by-laws; and that as such Treasurer, he was authorized to
receive for and in the name and for the benefit of the corporation, all
subscriptions paid or given by the subscribers.

ELEVENTH. We, in behalf of said corporation, hereby undertake to change its
corporate name immediately upon receipt of notice or directive from the
Commission that another corporation, partnership, or person has acquired a
prior right to the use of that name or that the name has been declared as
misleading, deceptive, confusingly similar to a registered name, or contrary to
public morals, good customs, or public policy.

IN WITNESS WHEREOF, we have hereunto set our hands this 19 day of August
2008 at Metro Manila.

(Sgd.) (Sgd.)

FRANCISCO C. SEBASTIAN ANTONIO S. ABACAN, JR.
TIN 163-762-954 TIN 121-518-476

(Sgd.) {Sgd.)

JESUS N. ALCORDO ALFRED V. TY

TIN 115-327-801 TIN 107-032-619

{Sgd.)

ELON TING

TIN 108-107-895

WITNESSES:




ACKNOWLEDGEMENT

REPUBLIC OF THE PHILIPPINES }
MAKATI CITY, METRO MANILA }S.S.

BEFORE ME, a Notary Public for and in Makati City, Metro Manila, this
August 19, 2008, personally appeared:

Name Community Tax  Place and Date of Issue
Certificate
No./Passport No.

Francisco C. Sebastian 13253761 1/8/08; Manila

Antonio S. Abacan, Jr. 19303632 2/04/08; Makati

Jesus N. Alcordo 19581208 1/29/08;Muntinlupa

Alfred V. Ty 19485017 1/16/08; Makati

Elon Ting 711782172 5/08/2005; US Embassy, Manila

all known to me and to me known to be the same persons who executed the
foregoing Articles of Incorporation and they acknowledged to me that the same
is their own free and voluntary act and deed.

IN WITNESS WHEREOF, I have hereunto affixed my notarijal seal on the
date and place first hereinabove written.

(SGD)
ATTY. GERVACIO B. ORTIZ, JR
NOTARY PUBLIC
Doc. No. 288;
Page No. 54;
Book No. XXIII;

Series of 2008.
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REPUBLIC OF THE PHILIPPINES)
MAKATI CITY ) 8.8,

SECRETARY’S CERTIFICATE

I, Bernadette Ann V. Policarpio, of legal age, Filipino, with office address at the 22™ F loor,
GT Tower International, 6813 Ayala Avenue corner H.V. Dela Costa Street, Makati City, after
having been duly swomn in accordance with law, hereby certify that:

1. I am the duly elected and incumbent Assistant Corporate Secretary of Panay Energy
Development Corporation (the “Corporation”), a corporation duly organized and existing under the
laws of the Republic of the Philippines with office address at Barangay Ingore, La Paz, lloilo City.

2. To the best of my knowledge, no action or proceeding has been filed or is pending before
any court involving any intra-corporate dispute and/or claim by any person or group against the
Board of Directors, individual directors and/or major corporate officers of the Corporation as its duly
elected and/or appointed directors or officers or vice versa.

IN WITNESS WHEREOF, 1 have hereunto affixed my signature this
- in Makati City.
IRV

m~

s . .
Bepnadette Ann V. quhcarplo

/] Assistant Corporate Secretary

SUBSCRIBED AND SWORN to before me this o0 ' > 2018 ¢ Makati City, affiant
exhibiting to me her Community Tax Certificate No. 12568314 issued in Lipa City on 8 J anuary ?014
and satisfactorily proving to me her identity through her Passport No. EB9884943, valid unt11'26
December 2018, that she is the same person who personally signed before me the foregoing
Secretary’s Certificate and acknowledged that she executed the same.

Doc. No. @ ;

PageNo. £4
BookNo. _Z #asa curigrinkR. Barmioso
N T Hoeary PEbhe tor Makati City
Series of 2014 Comumissiat Mo, M543 Unmi December 31, 2014

wWwer Internaiional $313 i Ave
sta Sts., Safeedp Village Makat Gty
Reli Mo 38078 MCLE Compliance No, IV-0014302
Bl Ho. 957389/ 1.14.2014
218 Mo 4220325/ 143-2000/ Malati City
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g: i Republic of the Philippines
o/ DEPARTMENT OF ENERGY

st ENDORSEMENT
28 August 2014

We are favorably endorsing to the Corporate and Partnership Registration Division,
Securities and Exchange Commission, EDSA, Greenhills, Mandaluyong City the
attached Amended Articles of Incorporation of PANAY ENERGY DEVELOPMENT
CORPORATION, with the statement that this Bureau interposes no objection to
amending its primary purpose which now read: to carry on the general business of
generating power, derived from coal, fossil fuel, geothermal, nuclear, natural gas,
hydroelectric and other viable sources of power, for lighting and power purposes and
whole-selling the electric power to the National Power Corporation, private electric
cooperatives, distribution utilities, industrial customers, and other entities, and for
the carrying on of all business related or incident thereto, including but not timited to
the provision of ancillary services and the sale of the by-products of power generation,
e.g., steam, water, etc., and to acquire, build, construct, own, maintain and operate
all necessary and convenient buildings, structures, dams, machinery, substations,
transmission lines, poles, wires and other things and devices; to acquire and hold
water and flowage rights and to acquire, lease, hold, occupy or use land rights of way
and easement therein; and to purchase and/or import raw materials, equipment, and
spare parts to be used for its business as power generator; Provided, That PANAY
ENERGY DEVELOPMENT CORPORATION shall comply with the provisions of the
Republic Act No. 9136 (Electric Power Industry Reform Act of 2001 or EPIRA) and
Republic Act No. 9513 (Renewable Energy Act of 2008} and their implementing rules
and regulations (IRR) including any amendments thereto. PANAY ENERGY
DEVELOPMENT CORPORATION shall secure from the Energy Regulatory Commission
(ERC) the necessary clearances, permits and licenses as well as compliance with the
Competition Rules promulgated by the ERC pursuant to EPIRA and its IRR including any
amendments thereto and shall likewise comply with the attendant policy guidelines,
rules and regulations issued by the Department of Energy, ERC and Department of
Environment and Natural Resources and other relevant government agencies.

MYLENE C. CA
Director
Electric Power industry Management Bureau

NGCOL).

l. Nos.: Trunkline {632)840-1401; Telefax (632) 840-2067; (632) 840-2138; {632) 840-4244; Fax (632) 840-1731; Hotline {632) 840-2138

Energy Center, Merritt Rd., Fort Bonifacio, Taguig City, Metro Manila 1201 Philippines

Website: www.doe.gov.ph E-.mail: info@doe.gov.ph



CERTIFICATE OF
AMENDMENT OF THE ARTICLES
OF INCORPORATION OF

PANAY ENERGY DEVELOPMENT CORPORATION |

KNOW ALL MEN BY THESE PRESENTS:

We, the undersigned Chairman of the Board, Corporate Secretary, and all of the
members of the Board of Directors of PANAY ENERGY DEVELOPMENT
CORPORATION (the “Corporation™), a corporation duly organized and existing under and
by virtue of the laws of the Republic of the Philippines, do hereby certify that at the meetings
of the stockholders and Board of Directors of the Corporation held at the 22™ Floor, GT
Tower International, 6813 Ayala Avenue corner H.V. de la Costa Street, Makati City, on 26
March 2014, 7 and 9 May 2014, at each of such meetings a quorum was present and acted
throughout, the stockholders representing more than two-thirds (2/3) of the Corporation’s
total issued and outstanding capital stock and at least a majority of the members of the Board
of Directors resolved to amend the Articles of Incorporation of the Corporation to:

1. Amend the primary purpose of the Corporation as follows:

“RESOLVED, That the Second Article of the Articles of Incorporation of the
Corporation be amended to read as follows:

‘SECOND. The purposes for which this corporation is formed
are:

PRIMARY PURPOSE

To carry on the general business of generating power, derived from
coal, fossil fuel, geothermal, nuclear, natural gas, hydroelectric and
other viable sources of power, for lighting and power purposes and
whole-selling the electric power to the National Power Corporation,
private electric cooperatives, distribution utilities, indusirial
customers, and other entities, and for the carrying on of all business
related or incident hereto, including but not limited to the provision
of ancillary services and the sale of the by-products of power
generation, e.g., steam, water, eic., and to acquire, build, construct,
own, maintain, and operate all necessary and convenient buildings,
structures, dams, machinery, substations, transmission lines, poles,
wires, and other things and devices; to acquire and hold water and
Sflowage rights and to acquire, lease, hold, occupy or use land rights
of way and easements therein; and to purchase and/or import raw
materials, equipment and spare parts to be used for its business as
power generator. (Amendments approved at the meeting of the Board
of Directors on 26 March 2014 and of the Stockholders of the
Corporation held on 7 May 2014.)"”




2. Add to the secondary purposes of the Corporation to allow it to: (1) guarantee,
assume, or undertake the whole or any part of the liabilities and obligations of any person,
firm, association, or corporation; and (2) mortgage real and personal properties of every kind
and description in order to secure repayment of all loans, bonds, promissory notes, and other
evidence of indebtedness to be incurred by the said entities:

“RESOLVED, That the Second Article of the Articles of Incorporation of the
Corporation be amended to read as follows:

'SECOND. The purposes for which this corporation is formed are:
PRIMARY PURPOSES
Xxx
SECONDARY PURPOSES

AXX

To carry on any other business transaction or operation
which may seem to the corporation capable of being conveniently
carried on in connection with the above, or calculated directly or
indirectly to enhance the value of the corporation’s business,
property, or rights;

To guarantee, assume, or undertake the whole or anv part of
the liabilities and obligations of any person, firm, association, or

corporation;

To _morigage or encumber real and personal properties of
every kind and description in grder to secure repavment of all loans,
bonds, promissory notes, and other evidence of indebtedness incurred
by it or by any person, firm. association_or corporation: and

To possess and exercise all power and privileges now or
hereafier granted to or conferred upon corporations of the Republic
of the Philippines; and to possess and exercise such incidental
corporate powers as are, and to do all and everything as is,
necessary, suitable, convenient or proper for the accomplishment of
any of the purpose or the aftainment of any one or more of the objects
herein enumerated, or which shall at any time appear conducive to or
expedient for the protection or benefit of the corporation either as
holder of or as interested party in any property or otherwise.

(Amendments approved at the joint meeting of the Stockholders and
the Board of Directors of the Corporation held on 9 May 2014,)"”




We hereby certify that the attached documents are a full, complete, true, and correct
copy of the Amended Articles of Incorporation of the Corporation.

IN WITNESS WHEREOF, the undersigned Chalrman of the Board, Directors, and
Corporate Secretary have signed this Certificate this CFP | 7 )(114 _ at Makati City.

L )
Fkanciscg C. Sebastian Ant(‘)?l@/zﬁ‘can, Jr.
Chairman ice’‘Chairman

: 163-762-954 TIN: 221-607-426
Roberto Juanchito T. Dispo E‘:%H.Suarez, Jr.
Director Director
TIN: 129-882-308 TIN: 126-817-465

son
orporate Secre ‘R’
TIN 209-629-662
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ACKNOWLEDGMENT

REPUBLIC OF THE PHILIPPINES)
CITY OF MAKATI ) S.S.

SEI%,EFP?EZd\iIE, a Notary Public in and for the above jurisdiction, this

personally appeared the following:

Name Competent Proof of Identity | CTC No. / Date and Place of
Issue
Francisco C. Sebastian Passport No. EB9047722 / CTC No. 02259260 /
2 September 2018/ DFA Manila | 11 February 2014 / Makati
Antonio S. Abacan, Jr. Passport No. EC0613015 / CTC No. 34401300/
18 March 2019 / DFA Manila 7 February 2014 / Manila
Roberto Juanchito T. Passport No. EA0032951 /
Dispo 18 February 2015 / DFA Manila
Francisco H. Suarez, Jr. Passport No. EB6058232 /
30 July 2017 / DFA Manila
Amanda R. A. Bengson Passport No. EC0012906 / CTC No. 10866440 /
15 January 2019 / DFA Manila 14 January 2014 / Makati

known to me and to me known to be the same persons who executed the foregoing instrument
and they acknowledged to me that the same is their free and voluntary act and deed and that
of the corporation they represent.

This instrument refers to a Certification consisting of three (3) pages including this
page where this acknowledgment is written.

WITNESS MY HAND AND SEAL on the date and place hereinabove mentioned.

NOTARY PUBLIC
Doc. No._ 47
Page No. #¢ ROSA CHRIBTINA RHERMOSO
Notary Public for Makati City
BOOk NO'—-Z Commission No. M-548 Until December 31, 2014
Series of 2014. 22nd Floor GT Tower International 6813 Ayala Ave
cor. HV. Dela Costa Sts., Salcedo Village Makati City

Roll No. 58078 MCLE Compliance No. IV-0019302
IBP No. 957389/ 1-14-2014
PTR No. 4229325/ 1-3-2014/ Makati City



*  REPUBLIC OF THE PHILIPPINES
SECURITIES AND EXCHANGE COMMISSION
SEC Building, ED'SA, Greenhills,
City of Mandaluyong, Metro Manila

COMPANY REGISTRATION AND MONITORING DEPARTMENT

CERTIFICATION

This is to certify that based on the records of the Securities and
Exchange Commission Panay Energy Development Corporation with
SEC No. C8200801912 has not been dissolved nor has this Commission
received any information derogatory to said corporation that would
prevent it from exercising its primary franchise.

In witness whereof, | have set my hand and caused the seal of this
Commission fo be affixed to this certification at EDSA, Mandaluyong City,
Philippines, this _4th day of June, Twenty Fourteen.

FERDINAND B. SALES
Director

By:

Corporate Filing andiRecords Division

ORNO :1108687
Date 1 02 June 2014
Amount: ; PEG0.00

Ifizemol Tugodo
81372014 12:28.01 P14
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Republic of the Philippines

Department of Finance
Securities and Exchange Commission
SEC Bidg. EDSA, Greenhills, Mandaluyong City

COMPANY REGISTRATION AND MONITORING DEPARTMENT

IN THE MATTER OF : FOR THE VIOLATION OF THE

: CORPORATION CODE OF THE PHILIPPINES
PANAY ENERGY DEVELOPMENT + AND THE SEC GUIDELINES ON
CORPORATION : REPORTORIAL REQUIREMENTS

SEC Registration No. CS200901912
x X

CONFIRMATION OF PAYMENT OF FINES

The PANAY ENERGY DEVELOPMENT CORPORATION registered on February 27, 2000
violaled SEC Memorandum Circular No. 8, Serics of 2009 (l.e Material Misstatement in the AFS 2013).

The corporation was directed to pay a total fine of P 4,000.00 paid on May 30, 2014 under Official
Receipt No. 1105914,

This serves as a confirmation that the corporation has paid the fines for its failure to comply with the
above-stated requirements.

It is warned that if the corporation commits a similar violation in the future, the Commission shall
be constrained to impose heavier penalties on the corporation and/or its responsible officers,

Mandaluyong City, Philippines. & June 2014,

Tor the Director:

MA NE'V. MORALESF LAGURA
Officer-in-Chargg

Compliance Monitoring Division

forf'




OFFICIAL RECEIPT
Republic of the Philippines

DEPARTMENT OF FINANCE
SECURITIES & EXCHANGE COMMISSION (4
SEC Building, EDSA, Greenhills

City of Mandsiuyong, 1554

Accountable Form No, 51
Revised 2006 ORIGINAL
DATE
i 4 F
e 3y 2044 vo. 1105914

pabayr]

AL N

TOTAL FHP G.000,08

AMOUNT IN WORDS
EEL o PEahE AR g
c
. E Traesallury Warrant Recgitved theb
Received F__[ Check Amount Stated Above
I Money Order
Treasury Warrant, Check,
Money Order Numbe Corloila, Brown
Chark-etronent- 0300085, . COLLE: OFFICER
Date of Treasury Warrant, O.R. No. {iomale
Check, Money Order

NQTE: Write the number and date of this receipt on the hack of treasury
warrant, check or money order received.
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Republic of the Philippines
DEPARTMENT OF FINANCE
SECURITIES & EXCHANGE COMMISSION [§

SEC Building, EDSA, Greenhills
City of Mandaluyong, 1554

3 o &

Nt T T T
Accountable Form No. )| ‘

Revised 2006

s it

ORIGINAL

DATE )
B TR L S 9046
PAYOR gty CHEGEH DEVELOFYEHT CORFORATION
AT CITY

| NATURE OF COLLECTION ] ncogu [EScONEELT  AMOUNT

e e

GF R ) 10.00
GHENDED ARTICLES e | D 500,00

S

N M
P\
N B\
ToTAL FHP 51000
AMOUNT IN WORDS
FIUE MUHERED TEM PESOS AMD /150
.y R
¥ 1
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Received D Checkry Amount Stated Above
- "] Money Order
Treasury Warrant, Check, ' .
Money Order Number Wary Jane S, Dominae

COLLECTING OFFICER
- OR. No. 17046

ﬁ{e_a: Treaswy Warrant,
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i

Check, Money Order

- - N IO
NOTE: Write the number and date of this receipt on the back of treasury

check or money order received.
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REPUBLIC OF THE PHILIPPINES
SECURITIES AND EXCHANGE COMMISSION

SEC Building, EDSA, Greenhills
City of Mandaluyong, Metro Manila
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COMPANY REG. NO. CS5200901912

L}

L)

CERTIFICATE OF FILING
OF
AMENDED ARTICLES OF INCORPORATION

LRI

KNOW ALL PERSONS BY THESE PRESENTS:

DDOUL R IDOO00OO00000000

L IO I I S A N A R O W
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This is to certify that the amended articles of incorporation of the

PANAY ENERGY DEVELOPMENT CORPORATION
(Amending Articles II Primary & Secondary Purposes thereof.)

lil‘!‘l‘C‘i‘ill‘l.\l U

4

Al

copy annexed, adopted on March 26, 2014, May 07 & 09, 2014 by majority vote of the
Board of Directors and by the vote of the stockholders owning or representing more
than two-thirds of the outstanding capital stock, and certified under oath by the
Corporate Secretary and a majority of the Board of Directors of the corporation was
approved by the Commission on this date pursuant to the provision of Section 16 of
the Corporation Code of the Philippines, Batas Pambansa Blg. 68, approved on May 1,
1980, and copies thereof are filed with the Commission.
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Unless this corporation obtains or already has obtained the appropriate
Secondary License from this Commission, this Certificate does not authorize it to
undertake business activities requiring a Secondary License from this Commission
such as, but not limited to acting as: broker or dealer in securities, government
securities eligible dealer (GSED), investment adviser of an investment company,
close-end or open-end investment company, investment house, transfer agent,
commodity/financial futures exchange/broker/merchant, financing company and time
shares/club shares/membership certificates issuers or selling agents thereof. Neither
_does this Certificate constitute as permit to undertake activities for which other
government agencies require a license or permit.
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IN WITNESS WHEREOF, I have set my hand and caused the seal of this
Commission to be affj;cj:d to this Certificate at Mandaluyong City, Metro Manila,
Philippines, this day of September, Twenty Fourteen.

»
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FER AND B. SALES
Director
Company Registration and Monitoring Department
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109292015001442

SECURITIES AND EXCHANGE COMMISSION

SECBuilding, EDSA,Greenhills,MandaluyongCity, MetroManila,Philippines
Tel:(632)726-0931 to 39 Fax:(632) 725-5293 Email: mis@sec.gov.ph
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Barcode Page
The following document has been received:

Receiving Officer/Encoder : Mark Anthony R. Osena

Receiving Branch : SEC Head Office
Receipt Date and Time : September 29, 2015 03:36:52 PM
Received From . Head Office

Company Representative

Doc Source

Company Information

SEC Registration No. CS200901912

Company Name PANAY ENERGY DEVELOPMENT CORPORATION
Industry Classification Miscellaneous Business Activities
Company Type Stock Corporation

Document Information

Document ID 109292015001442

Document Type GENERAL INFORMATION SHEET
Document Code GIS

Period Covered April 16, 2015

No. of Days Late 0

Department CED/CFD/CRMD/MRD

Remarks Amended

WITH CERTIFICATION ON CD
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Bray.Ingore, La Paz, lloilo City 5000

. | ‘ )
@ Panay Energgevelopmen’r Corporation Tel. (63) (33) 333 2001

{63} (33) 333 2002
7 A GOO Company Fax (63} (33) 333 2009

24 September 2015

Central Receiving and Records Division
SECURITIES AND EXCHANGE COMMISSION
SEC Building, EDSA

Greenhills, Mandaluyong City

Dear Sir/Madame:

In compliance with SEC Memorandum Circular No. 10, Series of 2013, enclosed herewith are the
amended pages of the Amended 2015 General Information Sheet (“GIS™) of Panay Energy
Development Corporation (the “Corporation”) to reflect the following:

1. Removal of Mr. Roberto Juanchito T. Dispo and Atty. Bemadette Ann Vilia
Policarpio as a member of the Board of Directors and Assistant Corporate
Secretary of the Corporation, respectively, in view of their resignations (Page
3%

2, Election and appointment of Engr. Rolando T. Bacani as the President and a
Board Director of the Corporation (Page 3);

3. Appointment of Mr. Jerry Andrew L. Dela Santa as the Corporation’s Vice
President - Controller (Page 3);

4, Change in the stockholder’s information in view of the subscription of Engr.
Bacani (Page 4); and
5. Updated total number of officers, rank & file employees, and manpower

complement of the Corporation (Page 5).

We likewise enclose the complete Amended 2015 GIS and the CD containing the softcopy of the
same.

We trust you will find the foregoing in order.

Truly Yours,

AM&%%ENGSON

¢ Corporate Secretary

Enlightening Lives.Empowering Progress.
CORPORATE OFFICE
22nd Floor, BT Tower Intemational, 6313 Ayata Avenue comer HLV. Dela Costa St. Salcedo Village 1227 Makali City Phillppines
Tel: (532) 464-1600 | Faxc: (632) 464-1629



~-~"  GENERAL INFORMATION SHEET (GIS) .-

FOR THE YEAR 2015 (Amended)
STOCK CORPORATION

GENERAL INSTRUCTIONS:

1. FOR USER CORPORATION: THIS GIS SHOULD BE SUBMITTED WITHIN THIRTY (30) CALENDAR DAYS FROM THE DATE OF THE ANNUAL|
STOCKHOLDERS' MEETING. DO NOT LEAVE ANY ITEM BLANK. WRITE "N.A." IF THE INFORMATION REQUIRED IS NOT APPLICABLE TO THE
CORFORATION OR "NONE" IF THE INFORMATION IS NON-EXISTENT. iF THE ANNUAL STOCKHOLDERS' MEETING 1S HELD ON A DATE OTHER
THAN THAT STATED IN THE BY-LAWS, THE GIS SHALL BE SUBMITTED WITHIN THIRTY {30) CALENDAR DAYS FROM THE ACTUAL DATE OF
THE ANNUAL STOCKHOLDERS' MEETING.

2. IF NO MEETING I8 HELD, THE CORPORATION SHALL SUBMIT THE GIS NOT LATER THAN JANUARY 30 OF THE FOLLOWING YEAR. HOWEVER,
SHOULD AN ANNUAL STOQCKHOLDERS' MEETING BE HELD THEREAFTER, A NEW GIS SHALL BE SUBMITTED/FILED.

3. THIS GIS SHALL BE ACCOMPLISHED IN ENGLISH AND CERTIFIED AND SWORN TO BY THE CORPORATE SECRETARY OF THE CORPORATION.

4, THE SEC SHOULD BE TIMELY APPRISED OF RELEVANT CHANGES IN THE SUBMITTED INFORMATION AS THEY ARISE. FOR CHANGES]
RESULTING FROM ACTIONS THAT ARQOSE BETWEEN THE ANNUAL MEETINGS, THE CORPORATION SHALL SUBMIT ONLY THE AFFECTED)
PAGE OF THE GIS THAT RELATES TO THE NEW [NFORMATION TOGETHER WITH A COVER LETTER SIGNED BY THE CORPORATE SECRETARY;
OF THE CORPORATION. THE PAGE OF THE GIS AND COVER LETTER SHALL BE SUBMITTED WITHIN SEVEN (7) DAYS AFTER SUCH CHANGE
QOCCURRED QR BECAME EFFECTIVE.

5. SUBMIT FOUR {4) COPIES OF THE GIS TO THE CENTRAL RECEIVING SECTION, GROUND FLOCR, SEG BLDG., EDSA, MANDALUYONG CITY. ALLI
COPIES SHALL UNIFORMLY BE ON A4 OR LETTER-SIZED PAPER WITH A STANDARD COVER PAGE, THE PAGES OF ALL COPIES SHALL USE
ONLY ONE SIDE. CORPORATIONS SUBMITTING A COPY OF THEIR GIS ONLINE OR VIA INTERNET SHALL SUBMIT ONE (1) HARE COPY OF THE
GIS, TOGETHER WITH A CERTIFICATION UNDER OATH BY ITS CORPORATE SECRETARY THAT THE COPY SUBMITTED ONLINE CONTAINS THE
EXACT DATA IN THE HARD COPY.

6, ONLY THE GIS ACCOMPLISHED IN AGCORDANCE WITH THESE INSTRUCTIONS SHALL BE CONSIDERED AS HAVING BEEN FILED.

7. THIS GIS MAY BE USED AS EVIDENCE AGAINST THE CORPORATION AND TS RESPONSIBLE DIRECTORSIOFFICERS FOR ANY VIOLATION OF
EXISTING LAWS, RULES AND REGULATIONS

PLEASE PRINT LEGIBLY
CORPORATE NAME: DATE REGISTERED:
PANAY ENERGY DEVELOPMENT CORPORATION
BUSINESSITRADE NAME:
PANAY ENERGY DEVELOPMENT CORPORATION Z7-Feb-08
FISCAL YEAR END:
SEC REGISTRATION NUMEBEI
C$200901912 December 31
DATE OF ANNUAL MEETING PER BY-LAW! [CORPORATE TA;.’ [;'.EE;:T;%“ON
" NUMBER g o,
Any day in April o
ACTUAL DATE OF ANNUAL MEETING: WEBSITEMJRL ADDRESS:
16-Apr-15
COMPLETE PRINCIPAL OFFICE ADDRESS:
Barangay Ingore, La Paz, lioilo City E-MAIL ADDRESS:
COMPLETE BUSINESS ADDRESS:
o FAX NUMBER;
Barangay Ingore, La Paz, liollo City (02) 4641629
NAME OF EXTERNAL AUDITOR & ITS SIGNING PARTHER: BEC ACCREDITATION NUMBER (if | ELEPHONE RUMBER{S): |
Sycip Gorres Velayo & Co. /Mr. John T. Villa applicable): 0327-A
“ (02) 4641600
[PRIMARY FURPUSE/ACTIVITY/INDUSTRY PRESENTLY ENGAGED IN? INDUSTRY CLASSIFICATION: [GEOGRAPHICAC CODE: |
Power Generalion
INTERCOMPANY AFFILIATIONS
PARENT GOMPANY SEC REGISTRATION NO. ADDRESS
Panay Pewer Holdings Corporation CS§200308021 Brgy. Ingore, La Paz, Noito City
SUBSIDIARY/AFFILIATE BEC REGISTRATION HO. ADDRESS
Panay Power Corporation A1996-584 Brgy. Ingore, La Paz, lloilo City

HOTE: USE ANDITIONAL SHEET IF NECESSARY

GIS_STOCK({v.2013) Page



: (_SENERAL INFORMATION SHEE_)

STOCK CORPORATION
i PLEASE PRINT LEGIBLY
Corporate Name: PANAY ENERGY DEVELOPMENT CORPORATION

A. Is the Corporation a covered person under the Anti Money Laundering Ye No -
Act (AMLA), as amended? (Rep. Acts. 9160/9164/10167/10365) S D

Please check the appropriate box:

1.

=ya. Banks

—b. Offshore Banking Units

E=lc. Quasi-Banks

——yd. Trust Enfities

[—ye. Non-Stock Savings and Loan Associations

£ f. Pawnshops

4. Foreign Exchage Dealers

—h. Money Changers

—3 i. Remittance Agents

—3 i- Electronic Money [ssuers

k. Financial Institutions which Under Special Laws are subject to
Bangko Sentrat ng Pilipinas’ (BSP) supervision andfor regulation,
including their subsidiaries and affiliates.

4.3

Jewelry dealers in precious metals, who, as a
business, lrade in precious metals

5.2

Jewelry dealers in precious stones, who, as a
busIness, trade in precious stone

2.

—a. Insurance Companies

=b. Insurance Agents

=3¢ Insurance Brokers

—d. Professional Reinsurers

—*)e. Reinsurance Brokers

— f. Holding Companies

9. Holding Company Systems

—h. Pre-need Companies

== i. Mutual Benefit Association

1 j- All Other Persons and enfities supervised and/or regulated by
the Insurance Commission (IC)

Company service providers which, as a business,
provide any of the following services to ihird parties:

3.

—ea. Securities Dealers

—b. Securities Brokers

C—3c. Securities Salesman

—1d. Investment Houses

—e. Investment Agents and Consultants

— . Trading Advisors

— 9- Cther enfities managing Securities or rendering similar services

1 h. Mulual Funds or Open-end Investment Companies

— i. Close-end Investment Companies

=1 j. Common Trust Funds or Issuers and other similar entities

= k. Transfer Companies and other similar entities

1 . Other entities administering or otherwise dealing In currency,
commodities or financial derivatives based there on

—ym. Entities administering of otherwise dealing in valuable objecls

—1n. Entities administering or otherwlse dealing in cash Substitutes
and other similar monetary instruments or property supervised
andfor regulated by the Securities and Exchange Commission
(SEC)

e
b,

e

=34

acting as a formation agent of Juridical persons
acting as {or arranging for another persen to act as)
a director or corporate secretary of a company, a
partner of a partnership, or a similar position in
relation to other juridical persons

providing a registered office, business address or
accommeodation, correspondence or administrative
address for a company, a parinership or any other
legal person ar arrangement

acting as (or arranging for another person to act as)
a nominee sharehclder for another person

7.

Persons who provide any of the following services:

2o B
=b.

—3c.

ad.

managing of client money, securities or other assets

management of bank, savings or securities
accounts

organization of contributions for the creation,
aoperation or management of companies

creation, operation or management of juridical
persons or arangements, and buying and selling
business entities

4.

None of the above

Describe nature of business: Power Generation

B. Has the Corporation complied with the requirements on Customer Due Diligence

(CDD) or Know Your Customer (KKYC), record-keeping, and submission of -
reporis under the AMLA, as amended, since the last filing of its GIS? N/A Yes D Not applicable -

GIS_STOCK(v.2013) 1-A
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GENERAL INFORMATION SHEET

STOCK CORPORATION

PLEASE PRINT LEGIBLY

O

CORPORATE NAME: PANAY ENERGY DEVEIL.OPMENT CORPORATION

CAPITAL STRUGTURE
AUTHORIZED CAPITAL STOCK
NUMBER OF AMOUNT (FhF)
PE OF SHARES *
kA SHARES SHARES PARISTATED VALUE (No. of shares X Par/Stated Value)
CoMMON_____ [ 15000000 100.00 7,500,000,000.00
TOTAL 15,000,000 TOTAL P 1,500,000,000.00
SUBSCRIBED CAPITAL
NUMBER OF
NO. OF SHARES IN
FILIPINO | sTOcK- | Typeorsuares* | NUWEROF | 7ye yanps PA';’ASES; ED AMOUNT {PhP} ow;nggmp
HOLDERS OF THE
PUBLIC **
o__.._5 coMmoN | __ 1spoo000f o f____%00p = 1,500,000,000.00)  _ _ _ 100%
TOTAL 15,000,000/ TOTAL TOTAL P 7,500,000,000.00 T00%
NUMBER OF
FOREIGN | NO.OF SHARES IN .
(INDICATE BY | STOCK- | TYPE OF SHARES * N:T'ig';: | THE HANDS PA?,’fEl",‘gED AMOUNT (PhF) ow»fecr:gmp
NATIONALITY) | HOLDERS OF THE
PUBLIC **
Percentage of Foreign Equity : TOTAL TOTAL TOTAL P
TOTAL SUBSCRIBED P 7,600,000,000.60
FAID-UP CAPITAL
NO. OF NUMBER OF % OF
FILIPINO | STOCK- | TYPEOF SHARES* PARISTATED VALUE AMOUNT (Phe) .
SHARES OWNERSHIP
HOLDERS
~__ 6| COMMON | __ 15,000,000 100,00 1,505,000,000.00 100%
TOTAL| 15,000,000 TOTAL P 1,500,000,060.00 00%
FOREIGN | NO.OF .
(INDIGATE BY | STOCK- | TYPEOF sHares~ | NMBER OF PARISTATED VALUE AMOUNT (PhP) OWHe P
NATIONALITY) | HOLDERS
TOVAL ToTAL P
TOTALPAID-UP P 1,500,000,000.00

NOTE: USE ADDITIONAL SHEET IF NECESSARY

* Common, Preferred or other classification

** Other than Directors, Officers, Sharehaolders owning 10% of oulstanding shares.

GIS_STOCK (v.2013)
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PLEASE PRINT LEGIBLY

O

GENERAL INFORMATION SHEET
STOCK CORPORATION

CORPORATE NAME: PANAY ENERGY DEVELOPMENT CORPORATION

DIRECTORS /{ OFFICERS

NAME, NATIONALITY AND

STOCK

EXEG.

TAX IDENTIFICATION NO.

INC'R | BOARD | SEX OFFICER (TIN) FOR FILIPINOS AND
CURRENT RESIDENTIAL ADDRESS DER \
HOL comm FOREIGNERS
1. Francisco C. Sebastian- Filipino 163-762-954
454 Ma. Crislina SL, Ayala Alabang Village, Y c M Y Chairman Y
Mundinlupa Gity
2. Antonio S, Abacan Jr.- Filipino 121-518476
316 Madrigal Avenue, Ayala Alabang Village, Y V.C. M Y V.C. N.A.
Muntinlupa City
3. Rolando T. Bacani-Filipino 138-022-075
146 Sto. Nino, Guagua, Pampanga N M M Y Pres. NA.
4. Francisco H. Suarez, Jr.-Filipino 126-817-465
14 Buckingham Street, Hillsborough Alabang N M M Y N.A. NA.
Village, Cupang Muntinlupa
5, Alfonso A. Uy-Filipino 123-752-104
14 Lark St., Greenmeadows, Quezon City N M M Y NA. NA.
6. Anjanstte T. Dy Buncio-Fitipino SVP! 106-911-161
626 Calderort St., Mandaluyong City N N F N Treas. M.A.
7. Jaime T. Azurin-Filipino EVP/ 102-116-570
201 Calatagan St.. Ayala Alabang Village, N N M N CFO NA.
Muntinlupa City
8. Elisa L. Dayao- Filipino : 106-443-678
7 Pulangui St., Napocor Viltage, Tandang Sora, N N F N FSVP N.A.
Q.C.
8. Alvin U. Ty-Filiplno 173-622-370
Skyland Plaza, Sen. Gil Puyal Ave., car. Tindalo N N | N sSvP N.A.
S1., Makati Gity
10. Amanda R. Abrera-Bengson-Fillpine VLG 209-529-662
19A Kalipayan Homes, Don Jesus Avenue, N N F N |'=Se Py NA
Alabang Hills, Muntinlupa City c
11, Petronllo R. Madrid-Filipino 105-690-380
Lot 2 Block 1 Torrance St Park Place Executive N N M N FvP NA.
Village, Calnta, Rizal
12. Elisa T. Zarate- Filipino 107-032-830
177 P. Burgos SL., Brgy. Addition Hills, San N N F N VP NA,
Juan,Manlla
13. Bernard M. Carague - Fllipino 146-473-570
107 Sto. Domingo SL Ayala Alabang Village, N N M N VP N.A.
Muntinlupa City
14_ Jerry Andrew L. Dela Santa-Filiplno 170-948-738
11 Riverside Vill., Ortigas Extn., Sta. Lucia, Pasig N N M N vP N.A.

City

INSTRUCTIONS:

FOR SEX COLUMN, PUT *F* FOR FEMALE, "M" FOR MALE.
FOR SOARD COLUMN, PUT "C* FOR CHAIRMAN, “M" FOR MEMBER, *1* FOR INDEPENDENT DIRECTOR.

FOR ING'R COLUMN, PUT *Y" IF AN INCORPORATOR, "N" IF NOT.

FOR STOCKHOLDER COLUMN, PUT "V* IF A STOCKHOLDER, "N IF NOT.
FOR OFFICER COLUMN, INDICATE PARTICULAR FOSITION IF AN QFFICER, FROM VP UP INCLUDING THE POSITION OF THE TREASURER.
SECRETARY, COMPLIANCE OFFICER AND/OR ASSOCIATED PERSON.
FOR EXECUTIVE COMMITTEE, INDICATE "C” IF MEMBER OF THE COMPENSATION COMMITTEE; "A" FOR AUDIT COMMITTEE; “N* FOR NOMINATICN
AND ELECTION COMMITTEE. ADDITIONALLY WRITE "C” AFTER SLASH IF CHAIRMAN AND "M" IF MEMBER.

GIS_STOCK (v.2013)
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GENERAL INFORMATION SHEET
STOCK CORPORATION

O

PLEASE PRINT LEGIBLY

ICORPORATE NAME: PANAY ENERGY DEVELOPMENT CORPORATION

TOTAL NUMBER OF STGCKHOLDERS: &

NO. OF STOCKHOLDERS WITH 100 OR MORE SHARES EACH: 1

TOTAL ASSETS BASED ON LATEST AUDITED FINANCIAL STATEMENTS:

STOCKHOLDER'S INFORMATION
SHARES SUBSCRIBEDR
NAME, NATIONALITY AND wor | AMOUNT PAD | B oo AND
CURRENT RESIDENTIAL ADDRESS TYPE NUMBER A?;‘;;'T OWNER- (PhP) FOREIGNERS
SHIP
1. Panay Power Holdings Corporation C 14,998,955 1,489,999,500.00 T00% 1,499,899 500,00 223-506-323
Filiping
22nd FIr. GT Tower Internalional, 6813 Ayala Ave.,
Makali Gity TOTAL 74,999,085]  1,499,099,500.00
2, Franclsco C. Sebastian [+] 1 1400.00 100,00 163-762-954
Fillpino
454 Ma. Crstina St, Ayala Alabang Village,
Muntiniupa City TOTAL 3 300.00
3. Alfonso A. Uy \4 1 100.00 100.00 123-752-104
Fitipino
14 Lark $L Greenmeadows, Quezon City
TOTAL 1 100.00
4, Antonio §, Abacan, Jr. C 1 100.00 100.00 121-518-476
Filipino
316 Madrigal Avenue, Ayala Alabang Village,
Muntinlupa City TOTAL 1 160,00
5. Relando T. Bacani c 1 100.00 100.00 138-022-075
Filiplna
146 Sto. Ninp, Guagua, Pampanga
TOTAL 1 100.00
6. Franciseo H. Suarez, Jr. c 1 100.00 100.00 126-817-465
Fillpino
14 Buckingham Street, Hillshorough Alabang
Village, Cupang Muntinfupa TOTAL 1 100.00
TOTAL AMOUNT OF SUBSCRIBED CAPITAL 1,500,000,000.00

TOTAL AMOUNT OF PAID-UP CAPITAL

1,500,000,000.00

INSTRUCTION: SPECIFY THE TOP 20 STOCKHOLDERS AND INDICATE THE REST AS OTHERS

Wote: For PDTC Nominee included in the list, please indicate further the beneficial owners owning more than 5% of any class of the company's voting securities,
Altach separate sheef, if necessary.

GIS_STOCK (v.2013)
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GENERAL INFORMATION SHEET

STOCK CORPORATION

PLEASE PRINT LEGIBLY

CORPORATE NAME: PANAY ENERGY DEVELOPMENT CORPORATION

DIRECTORS DURING THE PRECEDING

FISCAL YEAR (in PhP)

& FILE EMPLOYEES:
34

1. INVESTMENT OF CORPORATE AMOUNT (PitP) DATE OF BOARD RESOLUTION
FUUNDS IN ANOTHER CORPORATION
1.1 STOCKS N.A, N.A.
1.2 BONDS/COMMERCIAL PAPER N.A. NA
(Issued by Private Corporations) e
1.3 LOANS/ CREDITS] ADVANCES NA NA
1.4 GOVERNMENT TREASURY BILLS NA NA.
1.5 OTHERS N.A. N.A.
2. INVESTMENT OF CORPORATE FUNDS IN ACTIVITIES UNDER ITS DATE OF BOARD RESOLUTION DATE OF
SECONDARY PURPOSES {PLEASE SPECIFY:) STOCKHOLDERS
RATIEICATION
N.A.
N.A, N.A.
3. TREASURY SHARES: N.A, % AS TO THE TOTAL
NO. OF SHARES NO. OF SHARES
1SSUED
N.A. N.A.
4. UNRESTRICTED/UNAPPROFRIATED RETAINED EARNINGS AS OF END OF LAST FISCAL YEAR: Php175,090,374,00
5. DIVIDENDS DECLARED DURING THE IMMEDIATELY PRECEDING YEAR:
TYPE OF DIVIDEND AMOUNT {PhP) DATE DECLARED
51 GASH 4,100,000,000.00 17-Nov-14
52 STOCK N.A. N.A.
53 PROPERTY N.A. N.A.
TOTAL 1,100,000,000.00 N.A.
6. ADDITIONAL SHARES ISSUED DURING THE PERIOD:
DATE NO. OF SHARES AMOUNT
25-Feb-15 8,871,000 PhP&87,100,000.00
N.A. N.A. N.A,
NA. NA. N.A.
SECONDARY LICENSE/REGISTRATION WITH SEC AND OTHER GOV'T AGENCY:
NAME OF AGENCY: SEC BSP I1C
TYPE OF
LICENSE/REGN. N.A. NA. N.A.
[pATE 1SSUED: NA. A WA,
DATE STARTED N.A. N.A, NA
OPERATIONS: LA,
TOTAL ANNUAL COMPENSATION OF TOTAL NO. OF OFFICERS: 76 TOTAL NO. OF RANK | TOTAL MANPOWER

GOMPLEMENT: 160

NOTE: USE AUDITIONAL SHEET IF NECESSARY

GIS_STOCK (v.2013)
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I, AMANDA ROSELLE A. BENGSON, Corporate Secretary OF THE ABOVE-MENTIONED
(NAME) (POSITION)
CORPORATION DECLARE UNDER THE PENALTY OF PERJURY, THAT ALL MATTERS SET FORTH IN THIS GENERAL
INFORMATION SHEET WHICH CONSISTS OF { 7 )} PAGES HAVE BEEN MADE IN GOOD FAITH, DULY VERIFIED BY
ME AND TO THE BEST OF MY KNOWLEDGE AND BELIEF, ARE TRUE AND CORRECT.

! UNDERSTAND THAT THE FAILURE OF THE CORPORATION TO FILE THIS GIS FOR FIVE (5) CONSECUTIVE
YEARS SHALL BE CONSTRUED AS NON-OPERATION OF THE CORPORATION AND A GROUND FOR THE
REVOCATION OF THE CORPORATIONS CERTIFICATE OF INCORPORATION. IN THIS EVENTUALITY, THE
CORPORATION HEREBY WAIVES ITS RIGHT TO A HEARING FOR THE SAID REVOCATION.

DONE THIS pavor otr 28 2015 20 N MAKATICITY

AMANDA RDSELLE A. BENGSON
Corporate Secretary

Q[ p SYBSCRIBED AND SWORN TO BEFORE ME IN MAKATI CITY CITYIPROVINCE, PHILIPPINES ON

Z . AFFIANT PERSONALLY APPEARED BEFORE ME AND EXHIBITED TO ME HER COMMUNITY TAX
CERTIFICATE NO. 02420489 ISSUED AT MAKATI CITY ON 12 JANUARY 2015, SATISFACTORILY PROVING TO ME HER
IDENTITY THROUGH HER PASSPORT NO: ECO012806, VALID UNTIL 16 JANUARY-2015.THAT SHE IS THE SAME PERSON
WHO PERSONALLY SIGNED BEFORE ME THE FOREGOING DOCUMENT AND ACKNOWLEDGED THAT SHE EXECUTED
THE SAME. -

MARKJOREL 0. CALID

Doc. NO: |04 : OTARY PUBLIC FOR M CITY
PAGENO. _ 973 : 0. M-254
8O0K NO. LT: Commission explres on December 31, 2015
SERIES OF 2015 Roll No. 61457

IBP No. 978200/Jan. 8, 2015Makati City
PTRNo. 4777501/ Jan. 27, 2015/Makati City
Office Address: 22nd Floor GT Tower International, 6613 Ayala Avenue
Comer H.V. Dela Costa Street, Salcedo Village Makat City

GIS_STOCK (v.2013) Pages
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REPUBLIC OF THE PHILIPPINES)
CITY OF MAKATI }S.S.

SECRETARY’S CERTIFICATE

I, Amanda Roselle A. Bengson, of legal age, Filipino, with office
address at the 22nd Floor, GT Tower International, 6813 Ayala Avenue corner
H.V. Dela Costa Street, Makati City, after being duly sworn in accordance
with law, hereby certify that: ‘

1. I am the Assistant Corporate Secretary of Panay Energy
Development Corporation (the “Corporation”), a corporation duly organized
and existing under and by virtue of the laws of the Republic of the Philippines
under SEC Registration No. C5200901912;

2, The 2015 Amended General Information Sheet (“GIS”) CD
submitted contains the exact data stated in the hard copies of the GIS of the
Corporation;

3. I am executing this certification to attest to the truth of the
foregoing and in compliance with the reportorial requirements of the SEC.

6 WHEREOF, I hereunto affix my signature this

in Makati City.
£ AMANDA@E’EL%A BENGSON

Assistant Corporate Secretary

!"""'s

5 P

pE C 61?5.[) AND SWORN to before me this
0 at Makati City affiant exhibiting to me her
Community Tax Certificate No. 02420489 issued in Makati City on 12 January
2015 at Makati City and satisfactorily proving to me her identity through her

Passport No. EC0012906, valid until 16 January 2019, tha ] is the same
" person who personally signed before me the foregojng Secretary{s Certificate
and acknowledged that she executed the same.

Doc. No.: _Jp¢
Page No.: __Jd&_;
Book No.: ATI CITY
- Notarial Commission No M-254
Series of 2015. Commission expires on December 31, 2015
Roll No. 61457

IBP No. 979200/Jan. 8, 2015Makati City
PTR No. 4777501/Jan. 27, 2015/Makati City
Office Address: 22™ Floor GT Tower International, 6813 Ayala Avenue
Corner H.V. Dela Costa Street, Salcedo Village Makati City



ANNEX ™_ T

o e
IBOARD OF
INVES

3 TMENTS Republic of the Philippines ——
FHILIPFINES BOARD OF INVESTMENTS TEADE & IKATRY
MakatiCity PHILIPPINES

CERTIFICATE OF REGISTRATION

No.  2014-110

TO ALL WHOM IT MAY CONCERN:

This is to certify that the Board of Investments has duly registered

PANAY. ENERGY DEVELOPMENT CORPORATION
Expanding Operator of 150 MW Coal-Fired Power Plant
(La Paz, Iloilo City)
in accordance with the provisions of the Omnibus Investments Code of 1987, as
amended, subject to the representations and commitments set forth in its
application for registration, the provisions of the above law, the rules and
regulations of the Board of Investments and the terms and conditions herein

prescribed.

In testimony whereof the seal of the Board of
Investments and the signature of its Chairman /
Vice - Chairman is hereunto affixed. Given at

Makati City, Philippines, this _ 5,y  day of,
July 2014

Board Res. No. 21-07 S 2014

Undersecretary sud BOI Managing Head

Attest&% )L% J%.,,,f 80 398
EXEC. DIR. EFREN V. LEANO ﬁz( —

Board Secretary R
Departnent of Trade and Industy DI



PANAY ENERGY DEVELOPMENT CORPORATION
(La Paz. Iloilo City)

Type of Registration/Activity : EXPANDING OPERATOR OF COAL-FIRED
POWER PLANT

Annual Capacity : 150 MW

Status : NON-PIONEER

Certificate of Registration No. : 2014-110

Date : JULY 22,2014

* SPECIFIC TERMS AND CONDITIONS

The enterprise shall start commercial operation in August 2016. Request for amendment of timetable
should be filed before the scheduled start of commercial operation. However, movement of Income Tax
Holiday {(ITH) period is subject to Art 7 of EO 226.

The enterprise shall submit proof of the financial close for the project within one year from date of
registration; otherwise the registration shall be automatically cancelled.

The enterprise shall secure a Certificate of Compliance (COC) from the Energy Regulation
Commission (ERC) prior to the start of commercial operation subject to the condition that in the event
that ERC denies the said COC, the registration shall be subject to the automatic cancellation procedure.

The enterprise shall increase its stockholders’ equity to PhP3.894 Billion equivalent to 25% of the total
project cost and shall submit proof of compliance before availment of ITH. Equity shall include paid-
up capital stock, additional paid-in capital and unrestricted retained earnings, and restricted retained
earnings provided that such is intended for the project. Appraisal surplus and treasury stock should not
be included as part of stockholders’ equity for this purpose.

In the grant of incentives, the extent of the project’s ITH entitlement shall be based on the project’s
ability to contribute to the economy’s development based on the following parameters: (1) net value
added; (2) job generation; (3) multiplier effect; and (4) measured capacity. The Board may reduce the
ITH if the project does not realize the extent of economic benefits represented by the proponent at the
time of its application. The enterprise shall comply with the following representations:

a. Net Value Added should be at least 25%

Year Y1 Y2 Y3 Y4 Y5
NVA 38% 38% 37% 37% 37%

b. Job Generation

Year Y1 Y2 | Y3 | Y4 [ Y5 ‘
Number of Employees 44 44 | 44 | 44 | 44 -

(Continued on page 2) ]



PANAY ENERGY DEVELOPMENT CORPORATION
(La Paz, Iloilo City)

C.R. No. 2014-110

Specific Terms and Conditions

Page - 2 -

¢. Investments and Timetable:

Activity Date Related Expenses Cost (PhP*)
I. Secure necessary November 2013- | Pre-operating expense (including 1,269,984,460
license/permit/registration June 2016 permits, related consultancy
from the government agreements)
2. Site preparation and MNovember 2013- | Mobilizations cost and other site 2,857,987,69]
development June 2016 pre-development works,
construction cost
3. Acquisition/ installation of | January 2014 — | Acquisition/installation cost 10,751,183,474
equipment June 2016
4., Testing and Misc. expenses
Commissioning June - July 2016
5. Start of commercial
operation August 2016 | Working Capital 698,561,951
TOTAL PROJECT COST 15,577,717,576

d. Sales Revenues

Year 1 ) 3 3 5
Sales Volume (KWH’000) 1,053,240 | 1,056,384 | 1,053,240 | 1,053,240 | 1,053,240
Ave. Selling Price

(PhP/kwh) 5.4833 5.5761 5.6746 5.7746 5.8766
SALES VALUE (PhP’ 000) | 5,775,278 | 5,890,493 | 5,976,728 | 6,082,047 | 6,190,550

Net income qualified for ITH availment shall not be a result of gross revenues exceeding 10% of the
projected gross revenue represented by the enterprise in its application.

In cases where the project’s actual revenues exceed the projections due to, e.g., new markets/orders,
additional employment/shifts, additional investments, the Board may increase the project’s ITH
availment proportionately. Request/s for adjustments of projected revenue must be filed before the
filing of application for ITH.

6. The enterprise should endeavor to undertake meaningful and sustainable Corporate Social
Responsibility (CSR) activities in the locality where the project is implemented.

7. The enterprise shall maintain books of account for this registered project separate from all its other
operation/s and/or activity/ies. -

8. The enterprise shall be entitled to the following incentives:

a. [TH for three (3) years from August 2016 or actual start of commercial operations, whichever is
earlier but in no case earlier than the date of registration.

(Continued on page 3)
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PANAY ENERGY DEVELOPMENT CORPORATION
(La Paz, Iloilo City)

C.R. No. 2014-110
Specific Terms and Conditions

Page

-3-

The ITH for this expansion project shail be subject to a base figure of 960,360,016 kwh (the
enterprise’s highest sales volume for the last three years prior to application for registration)

which will be applied after the [TH availment pericd of its existing project.

a.i) The entitlement to ITH incentive is subject to the condition that the approved generation rate
of the Energy Regulatory Commission (ERC) assumes that the project will be given ITH.

L]
For this purpose, the enterprise shall submit a Certification from ERC that the ITH incentive
has been taken into consideration in the computation of the approved generation rate for this

project.

a.ii} The ITH shall be limited only to the revenues generated from the sales of electricity of the
150 MW Coal-Fired Power Plant. Only revenues derived from power generated and sold to
the grid, other entities and/or communities based on bilateral contracts approved by the ERC
shall be entitled to ITH. For this purpose, the enterprise shall submif audited segregated
income statements and simplified income statement form as prescribed by the Board, as
shown hereunder*, for this registered project. Net income from operation of the registered

activity shall be certified under oath by the Chief Executive Officer (CEO) or Chief

Financial Officer (CFO).

a.iii} The amount of ITH to be granted shall not exceed 10% of the total revenue from the

generated power.

a.iv) The enterprise shall submit the list of cost items common to all its projects/activities (Whether

BOI or non-BOI registered) and the methodology adopted in allocating common cost

between the registered activity/ies and the non-registered activity/ies. The methodology to
be adopted in depreciation for Fixed Assets particularly the Plant, Property and Equipment

account shall be the Straight Line depreciation method.

a.v) Furthermore, the Interest Expense on the enterprise’s liabilities shall be appropriately

allocated between the registered activity/ies and the non-registered activityfies.

Date of filing: An application should be filed with the BOI Incentives Service within one (1) month
Jrom filing of the final Income Tax Return (ITR) with the Bureau of Internal Revenue (BIR) in order

{o validate the claim for income tax exemption.

ESimplified Income Statement Form:

Eligible Revenue

Less: Cost of sales

Gross Profit

Less: Operating Expenses

Other Charges/Expenses

Net Income

Add/Deduct: Reconciling Entries Related to Registered Activity
(Net)

Taxable Income from Registered Activity

Tax Rate

Tax Duefestimated 1'TH

30%

{Continued on page 4)
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The application shall be accompanied by a certification by SSS that the enterprise is in good
standing in the remittances of SSS contributions of its employees. Further, any request for
extension of the reckoning date of ITH availment should be filed prior to the scheduled date or
within ninety (90) days from the occurrence of fortuitous events and/or government delays.

The enterprise must secure a Certificate of ITH Entitlement (CoE) from the BOI Legal
Service prior to the filing of ITR with the BIR; otherwise ITH for that particular taxable year
without CoE shall be forfeited.

Notwithstanding the provisions of the preceding paragraphs, the Board, as a matter of
national interest and for reasonable causes, reserves the right to suspend the availment of
ITH.

Importation of capital equipment, spare parts and accessories at zero (0) duty from the date of
effectivity of Executive Order No. 70 and its Implementing Rules and Regulations for a period of
five (5) years reckoned from the date of its registration or until the expiration of EQ 70,
whichever is earlier.

Date of filing: An agpplication for availment of capital equipment incentive shall be filed with the
BOI Incentives Service prior to the ordering of equipment.

Additional deduction from taxable income of fifty percent (50%) of the wages corresponding to the
increment in number of direct labor for skilled and unskilled workers in the year of availment as
against the previous year, if the project meets the prescribed ratio of capital equipment to the
number of workers set by the Board. This may be availed of for the first five (5) years from date of
registration but not simultaneously with [TH.

Date of filing: An application should be filed with the BOI Incentives Service within one (1) month
Jrom filing of the final ITR with the BIR.

Importation of consigned equipment for a period of ten (10) years from date of registration, subject
to posting of re-export bond.

Date of filing: Application should be filed with the BOI Incentives Service for endorsement fo the
DOF.

Employment of foreign nationals. This may be allowed in supervisory, technical or advisory
positions for five (5) years from date of registration. The president, general manager and treasurer
of foreign-owned registered enterprises or their equivalent shall not be subject to the foregoing
limitations. ' -

Dale of filing: Application should be filed with the BOI Incentives Service before assumption lo

duty of the newly hived foreign national and at least one (1) month before expiration of existing
employment authority for renewal of visa.

(Continued on page 5) W
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10.

I,

12.

13.

The enterprise shall submit to the BOI Legal Service, on a semestral basis, within fifteen (15) days from
end of each semester, a report on actual investments, employment, sales, production costs, actual T
availed of for each year, and other information that the Board may require at any given time with
respect to the registered project.

The enterprise shall be subject to the provisions of BIR Revenue Regulation (RR) No. 1-2010
Amending further Section 3 of RR No. 9-2001, as last amended by RR No.10-2007, Expanding the
Coverage of Taxpayers Required to File Returns and Pay Taxes Through the Electronic Filing and
Payment System (EFPS) of the BIR.

The enterprise must commit to the tenets of Good Corporate Governance.

The enterprise shall adopt measures intended to reduce climate change risks in support of the National
Framework Strategy on Climate Change.

The enterprise is encouraged to secure environmental certifications based on internationally-recognized
standards.

. In the event of transfer to another Investment Promotion Agency, the enterprise shall undertake the

publication of its cancellation of BOI registration in a newspaper of general circulation.

. The enterprise shall visit the BOI website (http://www.boi.gov.ph) on a regular basis for updates on

BOI rules, policies and guidelines.

. The enterprise shall abide by the rules, policies, guidelines and regulations set forth by the Department

of Energy pertinent to the registered project.

——--Nothing follows-m----—~ haa



PANAY EVERGY DEVELOPMENT CORPORATION

(La Paz, Iloilo City)
C.R. No. 2014-110

GENERAL TERMS AND CONDITIONS

The enterprise shall observe and abide by the provisions of the Omnibus Investments Code of 1987,
as amended and other related laws and their implementing rules and regulations as well as its
commitments and representations made in the application for registration and take adequate measures
to ensure that its obligation thereunder as well as those of its officers, employees and stockholders are
faithfully discharged; provided it is understood that any misrepresentation or falsification in the
documents or ofher supporting papers submitted to the Board shall constitute as ground for antomatic
cancellation of its registration.

The enterprise’s Address of Record shall be Brgy. Ingore, La Paz, Iloilo City. All BOI
notices/communications to the enterprise shall be sent to this address. The enterprise shall be
responsible for notifying BOI, in writing, of any changes in its Address of Record, within ten (10)
calendar days after such change, and therefore, should it fail to do so, service of all BOI
communications, notices or processes in its Address of Record shall be considered valid, complete
and binding to this enterprise.

In case the enterprise has an authorized representative, designated as such by virtue of a Board
Resolution of the enterprise, duly certified by its Board Secretary, and as appearing in the records of
the BOI, it shall be so indicated that notices, communicatians and/or processes of the latter shall be
sent to said representative. The authorized representative shall be responsible for notifying BOI, in
writing, of any changes in its Address of Records within ten (10) calendar days after such changes and
therefore, should it fail to do so, service of all BOI communications, notices or processes in the
Address of Record of such authorized representative shall be considered valid, complete and binding
to this enterprise.

The enterprise shall notify the BOI before doing any of the following acts:
(Per Board Res. No. 38-16 S°2005 dated November 22. 2005)
a) Invest in, extend loans to, or buy bonds, in substantial amount, from any enterprise either in the
Philippines or abroad. This does not apply to bond issued by the Philippine Government;
b) Issue stock convertible into voting stocks; or
¢} Buy its own stock;

The enterprise shall secure prior permission of the BOI before doing any of the following acts:
a) Transfer ownership and/or control of the enterprise;

b} Expand its capacity, with or without incentives; or

c) Engage in an undertaking other than the preferred project covered by its registration.

The enterprise shall maintain separate books of accounts for each activity, registered and unregistered
with the Board. Moreover, the enterprise shall submit a list of direct costs attributable to each type of
activity for purposes of determining the taxable income of each activity.

The enterprise shall submit to the Board an annual report of its actual investments, taxes paid and
employment in the project within one (1} month following the end of the enterprise’s calendar/fiscal .
year.

The enterprise shall comply with environmental laws and regulations.

(Continued on page 2) M‘/
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8. The enterprise shall comply with the Tree-Planting Program of the BOI requiring a minimum of one
hundred (100) forest trees to be planted pursuant to Memorandum Circular No. 01, not later than one
(1) year from date of registration. Proof of compliance must be submitted within one (1) year from
the first anniversary date of the enterprise’s registration; otherwise, applications for availment of any
incentives by the enterprise shall not be accepted by the Board.

9. The enterprise shall comply with the other conditions and representations made and accepted by the
enterprise as embodied in the project feasibility study and confirmation letter, among others, and shall
form part of this registration.

10. All the fiscal and non-fiscal incentives which do not contain specific period for their enjoyment shall
terminate after a period of not more than ten (10) years from date of registration.

11. Failure of the enterprise to file an incentive application within the prescribed date will mean
imposition of fines and penalty including possible forfeiture or suspension of incentives or non-
acceptance of the said application.

12. The enterprise shall submit the following reporting requirements to the BOI Legal Service, on or
before their respective due dates:

e 31 (Annual Report of Performance) Calendar Year —May 15
Fiscal Year — 4 4 months after the end
of Fiscal Year
¢ Annual Audited Financial Statement ~ One (1) month from the date of filing
with the BIR
s Annual Income Tax Return Thirty (30) calendar days from the
date of filing with the BIR

The enterprise may submit the above reports on-line to SMD@boi.gov.ph.

For late filing and/or non-submission of reports and other requirements, the Board shall impose such
fines in accordance with the schedules as set forth in the rules.

---—- nothing follows-—- )‘U\L/



Republic of the Philippines
Department of Environment and Natural Resources
ENVIRONMENTAL MANAGEMENT BUREAU

DENR Compound, Visayas Avenue, Diliman, Quezon City 1116
Telephone Nos.: 927-15-17, 928-20-96
Email : emb@emb.gov.ph

Visit us at hitp:/fwww.emb.gov.ph ANNEX 1 6

n

04 MAR 2014

ECC-C0-1309-0029

MR. PETRONILO R. MADRID

Vice President — Panay Operations

PANAY ENERGY DEVELOPMENT CORPORATION (PEDC)
22nd Floor, GT Tower International

Ayala Avenue cor. H.V dela Costa Street

Salcedo Village, Makati City

SUBJECT: ENVIRONMENTAL COMPLIANCE CERTIFICATE

Dear Sir:

This refers to the Environmental Compliance Certificate (ECC) application of
Panay Energy Development Corporation for thePEDC Power Plant Expansion
Project to be located at Brgy. Ingore, Lapaz, Iloilo City.

After satisfying the requirements in the said application and upon
recommendation of the Environmental Management Bureau (EMB), this
Department has decided to grant an ECC forthe above-mentioned project.

With the issuance of this ECC, you are expected to fully implement the
measures presented in the Environmental Performance Report and
Management Plan and the Environmental Management and Monitoring Plan
(EMMoP), intended to protect and mitigate the project’s adverse impacts on
community health, welfare and the environment. Environmental considerations
shall be incorporated in all phases and aspects of the project. You may
proceed with the project implementation only after securing all the necessary
permits from other pertinent Government agencies. This Office will be
monitoring the project periodically to ensure your compliance with stipulations
cited in the attached ECC.

Please be guided accordingly.
Very truly yours,

By the Authority of the Secretary:

ATTY. JU, MIGUEL T. CUNA, CESO IV
Director 7 = gmm  nemesnesrimemenesoes

n--nnmnve«- BNVIRONMENT
AND NATURAL MESCUARCES
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LGU - City of Iloilo
LGU - Lapaz SENR036601
LGU - Brgy. Ingore
DOE

Protect the environment... Protect life...
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Republic of the Philippines
Department of Environment and Natural Resources
ENVIRONMENTAL MANAGEMENT BUREAU

DENR Compound, Visayas Avenue, Diliman, Quezon City 1116
Telephone Nos.: 927-15-17, 928-20-96
Email : emb@emb.gov.ph
Visit us at htp://www.emb.gov.ph

ENVIRONMENTAL COMPLIANCE CERTIFICATE
(Issued under Presidential Decree No. 1586)
ECC-C0O-1309-0029

THIS IS TO CERTIFY THAT THE PROPONENT, PANAY ENERGY
DEVELOPMENT CORPORATIONas represented by its Vice President, Mr.
Petronilo R. Madrid is granted this Environmental Compliance Certificate
(ECC) for the PEDC Power Plant Expansion Projectlocated in Brgy. Ingore,
Lapaz, Iloilo City by the Department of Environment and Natural Resources
(DENR) through the Environmental Management Bureau (EMB).

SUBJECT ONLY to the conditions and restrictions set in this ECC and in the
attached document labeled as Annexes A and B.

This Certificate is issued with the following details:

PROJECT DESCRIPTION
This Certificate covers the existing and proposed facilities of Panay
Energy Development Corporation using the Circulating Fluidized Bed
(CFB) technology. The total area covered is 51.5 hectares.

The project has four (4) major components:
. Existing 2x82 MW Coal Fired Power Plant Facilities:
2 sets of CFB boilers
2 sets of Steam Turbines
2 sets of Generators
1 unit Powerhouse with noise attenuation
1 unit 138kV switchyard
S units Water storage tanks
1 unit Fuel storage tank with overflow warning device, and concrete
bund wall with water proofing
e 1 cooling water intake and discharge canal with temperature
monitoring device
e 2 units Continuous Emission Monitoring Systems (CEMS) with
analyzer CO, 02, NOx, Sox and Opacity
2 units Electrostatic Precipitators
2 units 100-meter smokestacks with a common structural frame
Covered coal yard
Belt conveyors and transfer towers
6 units Coal silos
2 units Fly ash silos
2 units Sand silos
2 units limestone silos
6 units Circulating water pumps
Demineralization Plant
Desalination Plant ( ]

.'....'D;

Environmental Compliance Certificate
PEDC Power Plant Expansion Project .

Panay Energy Development Corporation
Page 2 of 8
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B. Proposed 1x1S0MW Coal Fired Power Plant
e 1 set CFB boiler

1 set Steam Turbine

1 set of Generator

1 unit Powerhouse with noise attenuation

1 unit 138kV switchyard

5 units Water storage tanks

1 unit Fuel storage tank with overflow warning device, and concrete

bund wall with water proofing

e 1 cooling water intake and discharge canal with temperature
monitoring device

¢ Continuous Emission Monitoring System (CEMS) with analyzer CO,

02, NOx, Sox and Opacity

1 unit Electrostatic Precipitator

1 unit 100-meter smokestack

Covered coal yard

Belt conveyors and transfer towers

3 units Coal silo

1 unit Fly ash silo

1 unit Sand silo

1 unit limestone silo

3 units Circulating water pumps

Demineralization Plant

Desalination Plant

.« & & & & @

C. 25 Ha Ash Disposal Facility with buffer zones, and
D. Jetty Expansion to add 1380 sq.m from the existing 1088sq.m

Facilities common to both existing and proposed coal fired power
plant:
e Coal jetty which will be extended to accommodate the deliveries
for the proposed additional plant
s Conveyor system from the berthing area to the coal yard
e Covered coal yard: 70,000MT for the existing and additional
85,000 MT for the proposed expansion. There are no settling
ponds for the proposed coal yard
s Fire Protection and detection system
+ Wastewater treatment facility
¢ 19km 138kV 2 lines single circuit transmission line

The ECC-CO-0801-003-4021 dated September 1, 2008 issued to Panay Power
Corporation shall be superseded upon the approval of this Certificate.

This Certificate is issued in compliance with the requirements of Presidential
Decree No. 1586, and in accordance with DENR Administrative Order (D.A.O.)
No. 2003-30. Non-compliance with any of the provisions of this Certificate
shall be a sufficient cause for the cancellation hereof and/or imposition of a
fine in an amount not to exceed Fifty Thousand Pesos (£50,000.00) for every
violation thereof without prejudice to imposition of fines and penalties under
other environmental laws. TheEMB, however, is not precluded from

Environmental Compliance Cerfificate
PEDC Power Plant Expansion Project .

Panay Energy Development Corporation
Page 3 of 8



reevaluating and correcting any deficiencies or errors that may be found after
issuance of this Certificate.

Issued at DENR, Quezon City, Philippines, this _MAR 04 2 14 .

Recommending Approval:

ATTY. MIC DRAKE P. MATIAS

OIC-Chief, EIAM| Division
Approved:
ATTY. MIGUEL T. CUNA, CESO IV
Directo

STATEMENT OF ACCOUNTABILITY

I, Mr. Petronilo R. Madrid, Vice President — Panay Operations, representing

Panay Energy Development Corporation with office address located in 22nd
Floor, GT Tower International, Ayala Avenue cor. H.V. dela Costa Street,
Salcedo Village, Makati City take full responsibility in complying with all
conditions in this Environmental Compliance Certificate (ECC).

/ Signature

TIN _105-690 -380

Subscribed and sworn to before me this day op 4 20]4 , 2014, the above-

named affiant taking oath presenting CTC# 0R34Y92°94 issued on
at Tlailo QE;

Fassport No. EB9863982

Datc of Issue. 20 December 2013

Place of Issue. Iloilo € F
i 7%
Public
Do
NOTARY PUBLIC
FOR THE CIFY AND PROVINCE OF 1LOILO

Doc.No. 147
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Annex A

I. CONDITIONS

ENVIRONMENTAL MANAGEMENT

All commitments, mitigating measures and monitoring requirements,
contained in the Environmental Performance Report and Management Plan
(EPRMP)particularly in the EMMoPincluding any modifications and/or
additional information as approved by the EMB, shall be instituted to
minimize any adverse impact of the project to the environment throughout
its implementation, which shall include among others the following to wit:

1.

Conduct an effective Information, Education and Communication {IEC)
Program to inform and educate all stakeholders, especially its
contractors, workers, and local residents about the mitigating measures
embodied in its EPRMP, the conditions stipulated in this Certificate and
the environmental and human safety features of the project for greater
awareness, understanding and sustained acceptance of the project. The
program shall be submitted to EMB Central Office on an annual basis
simultaneous with the submission of 27 Semi Annual Compliance
Monitoring Report (CMR);

Enhance the current Comprehensive Social Development Program (SDP)
and submit a separate report together with the Compliance Monitoring
Report (CMR) to the EMB Central Officeand copy furnished EMB Region
VI on a semi-annual basis simultaneous with the CMR;

Establish and maintain appropriate measures and buffer zones along the
entire periphery of the project site with appropriate species/dense
vegetation cover to enhance the condition of the ecosystems and to serve
as noise, vibration and dust buffers;

Continue to maintain floating buoys within the mixing zone area and
boundary areas of the coal fired power plant;

Conduct validation of air dispersion, coastal current circulation, and
thermal plume modeling for the entire (PPC/PEDC) complex prior to the
start of project commissioning and submit a report to EMB Central Office
and EMB Region VI within two (2) months from the conduct of modeling;

Conduct flora and fauna assessment and monitoring annually for the
first three (3) years and every three (3) years thereafter and submit the
report to EMB Central Office and EMB Region VI within two (2) months
from the conduct of assessment and monitoring;

Conduct quantitative risk assessment (QRA) and/or hazard operability
(HAZOP) for the entire PPC and PEDC complex prior to commissioning to
ensure that hazards and risks are kept at a minimum. The report shail
be submitted to EMB Central Office and EMB Region VI within sixty (60)
days from the conduct of the QRA or HAZQOP. At the minimum, the QRA
and/or HAZOP shall be updated at least every five (5) years, to ensure
that hazards and risks are kept at the minimum;

ﬁ/ Page 5 of 8
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Continuous implementation and enhancement of the reforestation and
carbon sink program using endemic/indigenous species to mitigate
greenhouse gas (GHG) emissions of the project in line with the DENR’s
thrust for GHG emissions reduction programs and National Greening
Program.

GENERAL CONDITIONS

0.

The plant operations shall conform with the provisions of RA 6969 (Toxic
Substances and Hazardous and Nuclear Wastes Control Act of 1990), RA
8749 (Philippine Clean Air Act of 1999), RA 9003 (Ecological Solid Waste
Management Act of 2000), and RA 9275 (Philippine Clean Water Act of
2004) and other relevant policies, rules and regulations;

10. The existing Memorandum of Agreement (MOA) on the Environmental

Guarantee Fund (EGF), Environmental Monitoring Fund (EMF) and
Multipartite Monitoring Team (MMT), shall be amended to include the
expansion. The amended MOA shall be submitted to EMB for approval
within sixty (60} days upon receipt of this Certificate;

11. The existing Environmental Unit (EU) shall competently handle the

environment-related aspects of the project. In addition to the monitoring
requirements as specified in the Environmental Management Plan/
Environmental Monitoring Plan, the EU shall have the following
responsibilities:

a. Monitor actual project impacts vis-a-vis the predicted impacts and
management measures in the EPRMP;

b. Regularly analyze the coal for heavy metals in particularly mercury
and chromium to address toxicity and emission issues associated
with coal utilization as fuel;

c. Recommend revisions to the EMMoP, whenever necessary subject
to the approval of EMB Central Office. Revisions shall also consider
the result of the validation of air dispersion and thermal plume
modeling;

d. Real time reporting of the CEMS performance and Relative
Accuracy Test Audit (RATA) evaluation test annually, and

e. Ensure that data gathered during monitoring activities are properly
documented, assessed, evaluated and reported to EMB (Central
Office and Region VI} in accordance with the standard formats;

12. The existing mangroves in the area shall be included in the management

program of Jaro river. Quarterly monitoring of the said river to include
aquatic biota shall be undertaken, the results of which shall be
submitted to the EMB Central and Regional Office;

13. The proponent shall ensure that its contractors and sub-contractors

strictly comply with the relevant conditions of this Certificate;

ﬁ/ Page 6 of 8



II. RESTRICTIONS

14, No activities shall be undertaken other than what were stipulated in the
EPRMP. Any expansion of the project beyond the project description or any
change in the activity or transfer of location shall be subject to a new
Environmental Impact Assessment; and

15. In case of transfer of ownership of this project, these same conditions
and restrictions shall apply and the transferee shall be required to notify
the EMB Central Office within fifteen (15) days from the transfer of
ownership to allow the necessary changes brought about by such

transfer.
O.R. No : 7146574
Date : 8/29/2013

Pravessing Fee  : PhPG, 000.00

i

s efine
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Annex B

PROJECT ASSESSMENT PLANNING TOOL

For the assistance of the Proponent and the Government agencies concerned in the
management of the Project and for better coordination in mitigation of the impacts of

the Project on its surrounding areas and the

environment, the following are

recommended to the parties and authorities concerned for appropriate action.

b. Labor Code of the Philippines;

c. Building Code of the Philippines;
d. Ecological Solid Waste Management Act;

OTHER REGULATORY CONCERNED GOVERNMENT
REQUIREMENTS/CONDITIONS AGENCIES/ENTITIES
1. Compliance with the following
a. Sanitation Code of the Philippines; DOH

DOLE - Bureau of Working
Conditions

LGU concerned

LGU concerned

2. Secure tree cutting permit(if necessary)

DENR-FMB

3. Secure Foreshore Lease Agreement/ Area

DENR Regional Office

Clearance
4. Secure Grid Impact Study

National Grid Corporation of the
Philippines (NGCP)

ENVIRONMENTAL PLANNING RECOMMENDATIONS FOR THE PROPONENT
6. Coordinate with the LGU on its Integrated Coastal Management Program.

7. Consider the project’s need to revise and enhance the Emergency Preparedness
Plans and Programs (EPPP) in coordination with the LGU and appropriate
agencies. Involvement of the community is recommended through the MMT.

8. Priority of employment shall be given to qualified local residents. Adequate public
information for jobs available to local residents in the affected areas shall be
provided.

9. Installation of appropriate signages and other applicable measures for the safety
of the affected stakeholders.

10.An independent third party shall be commissioned to undertake an
environmental audit, including a continuing study of the effects of the Project on
the health of the workers and affected residents, including vulnerable groups.
The results of the third party environmental audit, including the auditing of risks
and hazards of the Project, shall be submitted to EMB Central Office, while the
result of the continuing health study shall be submitted, every two (2) years, to
the Departmgit of Health (DOH), for evaluation.

-

ATTY.
Directo

ATTY. MICHAEL DRAKE P. MATIAS
OIC, Chief EIAM{Division

MIGUEL T. CUNA, CESO IV
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Executive Summary of the Electric Power Purchase Agreement {EPPA)
between Panay Energy Development Corporation (PEDC) and
Manila Electric Company (MERALCO)

The salient terms and conditions of the EPPA are as follows:
1. Cooperation Period

The Contract provides for a Cooperation period of twenty (20) years renewable for an
additional five (5) years commencing on the Operations Effective Date which is 26 August 2016
and ending on the 20th anniversary of such commencement date.

2. Contracted Capacity

The Contracted Capacity of MERALCO is 28MW from 26 August 2016 and shall be 70 MW from
26 February 2017 while the Minimum Contracted Energy varies depending on the month, the
same should result in a load factor of not less than 100% and as set out in the attached Schedule
1.

This Contracted Capacity of 28 MW (from 26 August 2016) and 70 MW (from 26 February 2017)
will be delivered to MERALCO at the designated metering points in the Power Supply
Agreement.

3. Electricity Fees
Contract Capacity CC kW 70,000
Annual Capital Recovery Fee ACF Php/kW-year 12,431.08
Annual Fixed O&M Fee (PHP) AFOMg,;p PHP/kW-year 2,821.91
Annual Fixed O&M Fee (USD) AFOM;5p US$/kW-year 28.9021
Variable O&M Fee (USD) VOM US$/kW-hour 0.0025
Base Coal Price BCP US$/MT 38
Base Newcastle Index NEWC, US§MT 53
Base USCPI, (1982-84=100) (Feb 2016) USCPI, 237.111
Base PhCPl, (2006=100) (Feb 2016) PhCPI, 142.9
Base Full Load Equivalent Scheduled Outage BSOA Days 30
Allowancc Days
i’ixlse Full Load Equivalent Forced Outage BFOA Days 05
owance Days

Please see Appendix D PSA MERALCO - PEDC
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4. Sources of Funds/Financial Plans
Project Cost
EPC PHP 8,505,000,000
Duties and Taxes PHP 425,250,000
VAT PHP 1,020,600,000
|DC and Financing Charges PHP 1,548,318,912
Other Costs PHP 4,078,548,663
Site Preparation and Construction PHP 200,025,000
BOP Facilities PHP 444,195,000
EPC Facllitles, Civil Works, Others PHP 3,029,903,429
Initiof Working Capita! PHPF 404,425,234
Total Project Cost PHP 15,577,717,575
Financing
Debt 68.00% Php 10,592,847,951
Equity 32.00% Php 4,984,869,624
Interest Rate 6.50%

Computation of Return on Investment/WACC

The WACC of 14.5% was based on the ERC decision of the KSPC-NOCECO rate application (ERC Case
No. 2007-130 RC, docketed Nov-07).

KSPC used the WACC of 14.5625% in compuling the interest of the
invesiment. For the purpose of deriving the WACC of 14.5625%, KSPC
considered a cost of debt of 6.51% and cost of equity of 18.78%. The
seventy percent of the (70%) total capital cost was assumed to be funded
through debt financing white the remaining thity percent (30%) will be
sourced from equily invested by KSPC. The Commission believes that the
WACC of 14.5625% of KSPC is fair and reasonable considering the

attendant business risk involved and competitive forces in the gener-au‘on

sector. A y; .
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The 14.5% WACC was also deemed reasonable for a generation firm, as per the
CEDC-VECO rate application (ERC Case No. 2009-075 RC, docketed Feb-10)

CEDC’s proposed WACC of 14.5% Is lower compared with
the approved WACC for the National Transmission Corporation
(TRANSCO) and private utilities which are mare than fifteen percent
{15%). The WACC of these regulated entifies were analyzed and
established in accordance with economic parameters applicable to
the electric industry in the Philippines. The Commission believes
that CEDC, as a generation business, has a higher risk compared
with TRANSCO as a transmission business and private utiliies as
distribution businesses. For instance, both TRANSCO and private
utilities have captive markets while a generation company {merchant
plant) may be exposed to competition. As a general rule, the higher
the risk, the higher the retum should be. Thus, the computed

WACGC of CEDC may be considered fair and reasonable.
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PhP/kW-year

Capital Recovery Fee
Plant Capacity and Sales
Gross Unit Capacity 150,000
No, of Units 1
Gross Plant Capacity 150,000
Net Unit Capacity 131,000
Net Plant Capacity 131,000
Availability Factor 80.0%
Load Factor 100.0%
Annual Sakes 918,048,000
Monthly Sales 76,504,000
Farex Php 45.00
Project Cost
EPC PHP 8,505,000,000
Duties and Taxes PHP 425,250,000
VAT PHP 1,020,600,000
IDC and Financing Charges PHP 1,548,318,912
Other Costs PHP 4,078,548,663
Site Preparation and Construction PHP 200,025,000
BOP Facilities PHP 444,195,000
EPC Facilities, Civil Works, Others PHP 3,029,903,429
Initiol Working Copital PHP 404,425,234
Total Project Cost PHP 15,577, 717,575
Financlng
Debt 68.00% Php 10,592,847,951
Equity 32.00% Php 4,984,869,624
Interest Rate 6.50%
Capital Recovery Fee
Total froject Cost PHP 15,577,717,575
Less:
VAT PHP 1.,020,600,000
Cost for Recavery PHP 14,557,117,575
PY PHP (14,557,117,575}
v 0
n 25
i 14.50%
PMT Fhp 2,184,788,968 p.a.

16,678.47



O&M Fees
Gross Unit Capacity 150,000
No. of Units 1
Gross Plant Capacity 150,000
Net Unit Capacity 131,000
Net Plant Capacity 131,000
Availability Factor 80.0%
Load Factor 100.0%
Annual Sales 918,048,000
Monthly Sales 76,504,000
Fuel
Cost of Coal s 60.00
Fx Php 45,00
Monthly Sales 76,504,000
Consumption Rate kg/kwh 0.68
Fuel Consumption ke/kWh 52,022,720
MT 52,022.72
Php 140,461,344.00
USD OpEx
Insurance
EPC Contract S 192,478,000
BOP Php 3,474,008,429
$ 77,202,187
Sum Insured s 269,680,187
Premium 0.50%
Insurance Cost s 1,348,401 p.a.
Maintenance 5 7,121,686
EPC Contract S 192,478,000
Maintenance Cost 3.70%
$ 7,121,686.00 p.a.
$ 0.0078 p.a.
USD O&M Cost
Insurance s 1,348,400.94
Maintenancy S 7,121,686.00
S 8,470,086.94 p.a.

Annual Fixed O&M Fee (USD) (Insurance) 64.6152  per kW per year
Variable O&M Fee (USD} (Maintenance) 0.0015  per kW hour



PHP OpEx
OpEx Php 242,852,436
Limestone
Cost per MT Php 2,150.00
Consumption Rate kg/kWh 0.055
Consumption p-a. Php 108,559,176
Sand
Cost per MT Php 2,315.00
Consumption Rate MT per day 10
Consumption p.a. Php 8,449,750
PHP O&M
Operating Costs p.a. Php 242,852,436
Consumables Php 117,008,926
p.a. Php 359,861,362
Cost, Escalated to
Feb 2016
250,929,957.37
120,900,763.02
371,830,720.39
2,838.40 per kw-year
Offer Summary
Particulars OFFER LRAC
Contract Capacity cc kw 70,000 70,000
Annual Capital Recovery Fee ACF Php/kW-year 12,431.08 16,677.7800
Annual Fixed O&M Fee (PHP) AFOMenp PHP/XKW-year 2,821.91 2.838.4024
Annual Fixed O&M Fee (USD) AFOMusp US$/KW-year 28.9021 64.6152
Variable O&M Fee (USD) VOM US$/kW-hour 0.0025 0.0015




FUEL PROCUREMENT STRATEGY ANNEX A\ \J 1 44

PANAY ENERGY DEVELOPMENT CORPORATION Unit 3

The Fuel Procurement Plan for the immediately succeeding year is prepared by the Fuel Management
Department ninety (90) days prior the end of the current year which shall indicate, among others, the
following:

1. The fuel requirements to include quality and quantity, based on what was forecasted by the
Plants. The Plants shall submit to Fuel Management Group fuel forecast requirements for the
coming year at least ninety (90) days before current year ends. Said requirements should

already consider the minimum inventory stock level that should be maintained by the Plants at
any given time.

2. The tentative delivery schedule as provided by the Plants.

3. Packaging of requirements for procurement, contracting mode (spot or long tern;l), mode of
procurement (negotiation or open tender).

4, The Procurement Schedule

5. The Estimated Cost based on the approved budget.
LY

Requisition Process/Raising of Purchase Requisition Form (PRF)

\\

1. The Plants shall issue the PRF for their yearly requirements based on the approved Fuel
Procurement Plan.

2. The PRF volume shall be determined using the following formula:

200X Fuel Procurement Plan, Plant Requirements, MT XXX, XXX +/-10%
Less  Secured Volume (from existing PO/contract), MT XX, XXX +/-10%
Volume to be covered by the PRF for 200X, MT XXX, XXX +/-10%

Secured volume refers to volume from an existing PO or contract that will spill-over to the succeeding
year.



BIDDING PROCEDURE

1. In accordance with the GBPC's Procurement Policies and Procedures, as a rule, all fuel
requirements of the Plants or Power Stations are subjected to electronic or sealed tender.

2. Direct negotiations, however, as an alternative procurement mode, are resorted under any of
the following circumstances:

a) In times of emergency or imminent fuel stock-out/run-out under force majeure conditions
or due to circumstances beyond the control of the Plant/s and/or procuring group/officer;

b} When the Plant has to maintain a ceiling price (below the market level) which is obviausly
untenable under a normal open tender process;

¢} When a specific supplier is the only supplier that can deliver the fuel or perform the
required fuel related services necessary to put the Plant in continuous operation;

d) When the proposed PO or contract price is justifiably lower than the current market level.

PANAY ENERGY DEVELOPMENT CORPORATION 3

The Coal requirement of PEDC 3 will be fully covered by a 3 to 5 years Coal Supply Agreement
with foreign and local coal supplier with an annual guantity of 600,000 MT for the period June 1,
2016 to May 31, 2019/May 31, 2021 supplemented by supramax size vessel during the same
period.

Prepare‘:d by; C:

Jos§ Eduardo G. Co

Sr. Manager, Fuel Management
RS

i

\
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Write-up on PEDC’s Related Agreements

The Wheeling Contract is not applicable because PEDC’s Plant is not an
embedded plant.

The Transmission Contract requires final testing and this Unit is still under
commissioning.
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Republic of the Philippines
ENERGY REGULATORY COMMISSION

12/F Pacific Center Bldg.
San Miguel lA}venue, Pasig City ANNEX W L
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COC No.
Application No.
Date Filed

APPLICATION NEW/RENEWAL FOR COC
o IPP

O Conventional
O RE Plant
O FIT Eligible
O SGF
O Others

1. INFORMATION ON THE APPLICANT:
Name of Owner: PANAY ENERGY DEVELOPMENT CORPORATION

Name of Operator (if applicable):
Name of IPPA (if applicable):

1.1 Business Name:

PANAY ENERGY DEVELOPMENT CORPORATION

Type of Organization: Power Generation
Business Address: Brgy. Ingore, La Paz
Number & Street: City/Town:  Iloilo City

Province & Zip Code: Iloilo 5000
Website (if available): www.gbpc.com.ph

E-mail Address:
Tel. No :
Fax No :

Petronilo.Madrid@globalpower.com.ph
(033) 333-2002
(033) 333-2010

1.2. Chief Executive Officer of the Company:

Name:
Tel. No.:

E-mail

ROLANDO T. BACANI (President)

(02) 464-1600 Fax No.: (02) 464-1600

Rolando.Bacani@globalpower.com.ph Cellphone No.:

1.3 Authorized Representative to ERC:

Name and Title:

Address:
Telephone:

Fax No.:

E-mail Address:

Cellphone No. :

WEBGIECC DGR MACH
€O idne

ATTY. AMANDA ROSELLE ABRERA-BENGSON
22F, GT Tower International, 6813 Ayala Ave. cor. Dela Costa St., Salcedo

Village, Makati City 1227
(02) 818-5931

(02) 818-5931 local 1147

Amanda.Bengson@globalpower.com.ph /5

peayfs \Pevformanice Engincering RO OO PEDCHGD PEDCI_ Form No | dpplication New Renewal jor



Name of Generation Company/Facility:

@

Panay Ener:

Power Plant)

O

R

Devel

2. GENERATING FACILITES OWNED: Number of Unit(s} 1

IAELCH

2.1 EXISTING FACILITIES

FORM NO. 1

APPLICATION NEW/ RENEWAL FOR COC OF COAL FIRED POWER PLANTS

ment Corporation (1x150 MW CFB

G oo w o a AT S Caim it i NN O PR SN

Exact Locatio-ﬁ

Brgy. Ingore, La Paz, lloilo City

Installation Date

August 1, 2014 — July 31, 2016

Commissioning Date

January 1, 2016 — July 31, 2016

Target Date of Commercial Operations | July 26, 2016
Economic Life 25 years
Generator

Manufacturer Mitsubishi Electric Corporation

Serial No. 14 MNDLOI

Speed 3,600 rpm

Voltage 18,000 vV

Frequency 60 Hz

Power Factor 85% lag / 90% lead

Rated Capacity 150 MW

Dependable Capacity (Neb) 131 MW

Pmin 60 MW

Pmax 150 MW

Ramp Up Rate 1.5 MW/min

Ramp Bown Ralte 1.5 MW/min
Turbine

Manufacturer Kawasaki Heavy Industries, Lid.

Serial No. 3183Y88

Speed 3600 rpm

Type T2DC — 1600

Rated Capacity 150 MW

Fue] Coal

Plant Heat Rate (Gross) 2,315 keal/kwWH

<
-

PETRONILO R. MADRID

Name of person wifo provided the above information:
Signatire: Date Accomplished: _February , 2016

27788446

Res. Cert. No. //Rgssparr No. (if Foreigner):

Date Issued:_ {January 13, 2016

Place Issued: __ Tioilo City

LG RNMACE_Wpenasfe\Perforimunce Engineerigh\ ERCVCOC Renawal PEDCIO). PED C3_ Form No I Application New Renewel for COC.doc
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Republic of the Philippines ANNEYX W M

SANGGUNIANG PANLUNGSOD

City Government of Pasig

ACKNOWLEDGMENT

This is to acknowledge the receipt of a copy of Manila Electric
Company (MERALCO) and Panay Energy Development Corporation’s (PEDC)
verified Joint Application entitled “IN THE MATTER OF THE APPLICATION
FOR THE APPROVAL OF THE POWER SUPPLY AGREEMENT (PSA)
BETWEEN MANILA ELECTRIC COMPANY (MERALCO) AND PANAY ENERGY
DEVELOPMENT CORPORATION (PEDC), ” with attached Annexes, 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 29" day of April 2016 at Pasig City.

LOIDA %@{/A

Acting City Council Secretary
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National Press Club Bldg., Magallanes Drive, Intramuros, Manila

Telephone Nos. 536-6918/536-6926

Republic of the Philippines)
City of Manila )
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AFFIDAVIT OF PUBLICATION

REMATE

Name of Publication

|, JORRELYN A. MIRADOR, of legal age with office address at National Press
Club Building, Magallanes Drive, Intramuros, Manila, Philippines, after being duly
sworn in accordance with law, depose and say that:

1. | am the Advertising Staff of REMATE, a newspaper of general circulation
with office address stated above;

2. On April 29, 2016, our newspaper published the following:

JOINT APPLICATION docketed as ERC Case No. 2016-__RC by the Energy Regulatory
Commission, San Miguel Avenue, Pasig City

MANILA ELECTRIC COMPANY (MERALCO) AND PANAY ENERGY DEVELOPMENT
CORPORATION (PEDC), applicant.

3. Printed copies of the said documents are hereto attached and made integral
parts hereof.

SUBSCRIBED AND SWORN To Berore me NRR 2 9 2010 2016

at Manila, Philippines, affiant exhibiting to me her. SSS No. 33-2971941-9 issued at
SSS Diliman, QC.

Doc. No. A ; Q'I;Tﬁ]m}l?g]hm GEXWTO
: otary Public Until Dec. 3452
::i::z ?L?)’ Notarial Comuaj _..;rrﬂ‘ﬂ kg
e IBP# 1009339 |
Series of 2016. 539 Wastg09-24-15 unul 2017

PTR# 4930029/Mla. 1-4-2016
Roll# 12088, TIN# 132-436-687
MCLE Compl. No. V-0005232 until 4-14-19
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Republic of the Philippin e ,
ENERGY REGULATORY coﬁ\\on
¥ San Miguel Avenue, F‘asi“

INTHE MATTER OF THE APPLICATION FOR THE
APPROVAL OF THE POWER SUPPLY
AGREEMENT (PSA}) BETWEENMANILA
ELECTRIC COMPANY {MERALCO) ANDPANAY
ENERGY DEVELOPMENT GORPORATION
(PEDC),

MANILA ELECTRIC COMPANY (MERALCO)
ANDFANAY ENERGY DEVELOPMENT
CORFPORATION (PEDC),

ERC CASE NO. 2016—__RC

Applicas.
X

. JOINT RPPLICATION

Applicants MANILA ELECI'HICCOMPANY ('MERALCO'] and PANAY ENERGY DEVELOPMENT CORPORATION
(PEDG), lhmug'n it stalo:

ERALCOE ,. L wher the | fihe Republic of the Philppines, with principal
riig; Jgong Pasogcﬁhr Ilmybeservedmhrmoesandoﬂwpmcemd
lisH i Conamissien through i
2 MERALCOhas pslath umunpeﬁleﬂa i L it ipalities of Metro
Manla, Bulatan, Cavite and Rizel \ciies, muricipaliies and Laguna, Quezon and
Pampanga. pursuant to Republic Act No. 9209, andis. i h alds cLstomars for thir
mthera(ssappmedbyhsl-lmomblem
A Applicart PEDG poralion duly existing under the laws of tha Repubhc of the Phiippines, withits

2t Brgy. ngore, La Paz, Boifo City.1l may be served with notices and other processes of this
Honorable Gommission theoughits counsel at tha address ikdcated herain.

4 PEDCowns and operates a 232 MW and a 1x150 MW (g rgy. Ingore, La
F'az,Iloio(me'Planﬂ.onmaislandn!Panaynumppms.Sauiﬁanﬂnssi\eddedtubomieopefaww
Algust 2016

5 BasadonMEHALGOsDﬁmbmmDeveloprrmPlau1mm2015!0202¢mmw los st diagr ya

e iy 1 growth rate of 3. iy o MERALGO
indemand 1, and mibig: i ,wManmtmESM'}meresaneed

for MERALCO10 80408 addmwpaumhmumbiatuml pawer supply contragts,

Under Section 45{(h) of Republic Act No. 9136 (EPIRA™), ktis provided that “Distibution utities may enverinte bilaleral

powarsupply conlracts subject o review by the ERC xxx™

Accordingly, following exiensive nagotiations, on 27Aprdl 2016, MERALOO axetuted a Power Supply Agresment

{PSATwith PEDC, forthe purchaso of un to 7OMW capagity v Iroes q ril

ofthe Plant (Unit).

Tha PSA, acopy of which Is altached as ANNEX “A™ and made an integral pan hereof, contains the foliowing sakiont

faatures:

22 ‘Term of Agreemant

221 Subject to Articla 3, this Agreement shalkibacome affective onthe Effective Dats.

2211 Thetem of this Agreermnert (tha "Tenm™) shal commesca on the Operations Efoctive Date and shall expim
mmdaie!amﬂanly(?ﬂ)ysamanerﬂmOpemhwsEﬂmDamm

& o~

E

a1 Effactive Date
mammmmmmmwwmmnanMwmmmsﬁedum
by the relevant Party (the "Effective Dale']

an commennermmmm
The‘CommncsmenIDale shall securusentha sahdactm of the conditions below:
{8) Tho 2 have boen
) EmPnnyhasdeﬁveredlomamrPanyacemﬁubmdamdmeamemﬂn e (2) Days prior
1athe proposed Commencement Date 1o the effect that its reps
herein shall bo true d ¥ cament Darle;. and
{c)  Onorbeforethe Longsiop Date, ) the ERC shall have ap
prizing siruciuzo as sat out hemm (oras otherwise accepiable -] Pmersu.rppher). iniha ERC
Provdsional Approval or ERG Final Approval.
Within saven (7) Days after the sal'staction of the conditions in this Section 3.3, Merak .
Power Suppfier shallissua a joint certification confirming that the Commencement Date has occurred.
as Oparations EHeclive Date
341 TWWMWMMMWImeMIGWﬂM
: ective Dale’
342 Folowing tha Oparalions Eﬁ'achva Date, the obiigations of Power Supplier and Meralco under this
o ol Contract Capadity Enargy, and Replacemaont
Enugy shall hemrmeﬂedua. .
as Commerclal Operations Date .
asi Tha Unit shall achi fons Date up deﬁvevybyPawerSupr o e documents
balow,

Tina Unitsh higve G - '.;DahmondnmrwaowerSuppberofmedowmen\s
o Informand
{8)  Capacity Test Cartificale 1005
) aNatPlant Heat Rale Tesl Centificate xoog
{c) Py of the certificata of ; f tha Power Supplier as a generation company
seuudbymeEHc.NSmgstmmasamnberoﬂhewESMandmdermofmexmmda
'Maﬁwlemﬂgm!MthﬂEbdﬂxy )
. paeyits, Koanses, authorizat from at Gevemmen i
N arx hir i ion of the Linil and the supply ol eleciricity by the Power
SmﬁeeraralcuhmbeenomahedbmeerSupplar
] Date G ; and

{a} PawerSupplEereemﬁmbon that the Insurances required under this Agreement ox have baen
chiainad o

>
51 Supply of Power
Sublect 10 1ha lerme and conditions of this Agreement:
[AR] Fromthe Operations Etfective Dats umil the expiration of the Term or earlier termination of this Agreemeant,
Power Supphier shall:
{a) Meraion, snd M '] ‘owror Supplier, 3l the Prica determinad
in accordance with Appendix B, the Coniract Capacity of the Unit; and
(b}  sallto Meralco, and Meralco shall purchasa from Power Supplier, &1the Prica determined in
wthAppendix D, the i tothe extent of Meralcos relevant day-ahead

nominations,
The Dispatch of Contract Capacity and A vergy shall meet the requi oulin
Apponde(Tednbathﬂs)

512 U by Lhi Pawer Supplier shall not, without Meraloos prior
written oonsenl.sen divort, grant.tmnster dadcale, resgrve or assign alfl or any portionof the Contract
CapamyandhssodaladEnefgylaanyPeesunmherﬂBnMemm

613 mrSuppTershaﬂsoumnsmwhrlmMelalcuoﬂyim:hoHamememmm (i} the period Irom

Effectiva Date untl Commercial Operations Date; (7] Stheduled Outages and Foroed Oulages;
and (iif) ary Curtaifment due fo Dispaleh Instnxctions.

514 Thesupdyoflhe(:ontraclcapaulyamAssoaated Energy by Power Supplier to Merakeo shal be in

‘ecordance wih WESM Aules. Moreaver, eaﬂJ‘lPaﬂyM during tha Term, alvways keep and maintaln ts
registration as bona fide trading memborutmuWES

&1 Outage p Ens!g'y

AN

812

a13

al

52
831

02
1021

nz

132
1321

1322

Attor Commercial Oparaliomg, ale.PowwSmpierMbeaﬂowedemuledOLﬂagesomumr(SU]
Days (Full Load Equ! go Al ys™) and Ferced Outages of filteen {15)

Days (‘Full Load qu }nr!:ed OuhguA!Iuwnn:E Days ) each Conlract Yoar, provided that a
. anted towards tha Full Load Equivalent Forced Outage Allewance Days upon
ptu\nsm " e -‘awpy Son from the System O thata Forced O,

During thesa times, Meralce shall procure Replacarment Emrgy!mmunWESMandPawerSuppﬂm shall
nof bill Meralco for thesa quantities.

During Qutages bayond the FullLoad Equivelent Scheduled Ovtage Alowance Days andfor FullLoad Equivalent
Forced! Afiowance Days, Power Suppliar shal purchasa Replacement Energy, wiich shall be declared
asBGDandpardbyMemIcoa:mePdce The suppiy by Power Suplier of Repiacemant Enargy under this
Soction&.1 1 hutfilimert of Power Supp itable tha Cortract Capacity
and lo deliver the Associated Energy during such period.

During any paried inwhich an Event of Foree Maleure atfecls Powar Supplier or Meralco, Meralco shall
prommReplanememEnergyrmmeWESMmmammpplyaoﬂmkessoaﬂeded

Asslgnmentormml’emlcuntractcapaclty Dueto RCOA

Irconnectior »y the ERC of RCOA, Merakeo shall alsa b entitled L assign, tansler,
designate, dalegata or allocate (colectively in this context, “Transfer”) fis righls and ob¥igations o purchasa
apartion of Contratt Gapacity and Associated Energy that s no longer required by Meralkeo as a result o
RGOA (i} {o any of its wholly-owned Distribution Utiity or Supplier Affiliates {in each case, a diregt WESM
Membar) of business sogrmants, ta the axtent aliwad by Law, withoul the prior Gonsent ¢4 tha Power Suppler,
or () taany Persor of Power Supplior, which consent shall not ba unveasonably
withheld

Reduction in Contract Capacity and Aawclalod Energy
Sublect o tha provisions of Soction 9.3.2 bekw, Mera:mshall fromtima to e, be entitledtoa reductionin
meGonuamCapacnyandA c ‘Energy(!he fonin Contract G ity and A !

Wof its cap omersby Ith of

Eneryyjeq
HGOAande"BnewableEnefgy
Similarty, PmerSmpIsrmaymmesuwaHmmmGonlmCapacﬂyandAssocademrgy. subject
torutual agreement of the Parties.

o

Paymen's

Marak | pay L tire amaunl indk mrholelnwce(subpecltoAppenduG)whendueam
that dlomakep manifestly inesmor,

apparenltyvwalrdornolnIhelomwsubstamwnlemplatedbyhsagreemntmmlhsamatusmn

madedlnﬂamngp«mwmwmamlmmmswhemlsudmwmvalﬂtyorabsormofpmper

form or substance.

»
Charges Dugto Change [n Clrcumslantes.
{a)  lasaresultelaGhangsin Gimumstances, Merak 10 pay anyr hi fees,

taxes, duties, assessments or athier simiar amounts ("New Charges®), or anyincreasa in existing
charges, fees, laxes, duties, assessments or other similar amounts (ncreased Charges™) become
with respect 1o this Agreerment, the New: Ir ol ther
orica that Meraito will charge to is customers.
)  FasaresultolaChangein Clreurmstances atiecting Power Supplier, Power Suppier becomesiable
1o pay any New Charges or any Increased Charges or a Changain Qrcumslances rnalenalryand
adversaly affacts the abiity of Power Suoplier to perform or ir

or capital axpenditures.
mmu:&rm‘wmmmmmwm&mmdmmw

oroperational aspects of such iy Wl I
of any yor isq) o causes serious damage to, or materialy and
adversaly affacts tho f fnancual eondubon ol Powar Supplier, Pawer Suppher shall send anolice lo
! ol such n { geinCl oS
withan analysis of tha cost knpaet of sueh Ct e i ty (30} Days
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ERC Approval
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Effect of Extended Force Maeurs

Itany Evenl ol Forea Ma;eure prevents PuwerSupphar trommaking available the Contract Capacity or

Enargy or g Contract Capaciy or Associated Energy, In eachcasafora
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The Payment Structure, pmdedmnppenﬁxodthePSAshalbemfmows

“2 PAYMENT UPON OPERATIDNS EFFECTIVE DATE
The paymest lobe made in each B#kng Period during tha Term for Contract Capacity and Associated
Energy shall consist of a Gapacity Payment and Energy Payment. The Gapacity Payment consists of
Component AMCP), and Component 8 (MFOM), and the Energy Payments consists of Component
C {MFP), and Companent [ {MVOM,). Other paymert consist of Component E [REP), Cernponant

F{LR) and Component G (VAT). Thus, the Monthly Poveer Bi (MPE") payment for Coniract Capacity

and Associated Enorgy for each Billing Period shall ba equal lo:

MPB= MCP + MFOM + MFP + MVOM + REP - LR + VAT

Given the loregoing, a sample calculation of the base sontract price undertha PSA given acertain sated
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PEDC PSA - Rate Impact

>ZE&N "

(YEAR 2017)
BILLING COMPONENT UNIT BASE RATE ! | cpi Adj Factor ™ | BILLING DETERMINANT ! AMOUNT (PHP)
A. Capacity Payment (MCP)
Peso Portion (Php/kw-yr) ® | 12,431.0835 70,000 | (kw) 870,175,845.00
B. Fixed O&M Payment (MFOM)
US Dollar Portion Escalating (USD/kW-yr) ™ 28.9021 | 1.000000 70,000 | (kw) 93,206,382.29
Peso Portion Escalating (Php/kW-yr) ™ 2,821.9067 1.000000 70,000 | (kw) 197,533,469.00
C. Fuel Payment (MFP)
US Dollar Portion (Usp/kwh) ! 0.0269 490,560,000 | (kwh) 607,801,780.31
D. Variable O&M Payment (MVOM)
US Dollar Portion (USD/kWh) 0.0025 1.000000 490,560,000 | (kWh) 56,500,248.00
E. Replacement Energy (REP)
Peso Portion (Php/kwh) - - (kWh) 0.00
F. Line Rental Adjustment (LR) !
Peso Portion (Php/kwh) - - (kwh) 0.00
TOTAL PAYMENT (Php) 1,825,217,724.60
Effective Rate at Plant Gate (Php/kWh) 3.7207
WESM Line Rental Rate (Php/kWh) 0.2438
Delivered Rate (Php/kWh) 3.9645
Effective Cost at WESM Price [ (Php/kWh) 5.1977
Increase / (Decrease) over WESM Price (Php/kWh) (1.2332)
Meralco Captive Energy Demand ®! (kWh) 32,232,597,988
Increase / (Decrease) in Generation Cost (Php) (604,959,040.06)
Increase / (Decrease) in Generation Cost (Php/kWh) (0.0188)

NOTE:

1 ase Rates as set forth in Schedule 1 of Appendix D of the PSA
®) Annual Capacity Rate and Annual Fixed O&M is converted into monthly rates by applying the formulas shown in Appendix D of the PSA
el Payment calculated based on Consumption Rate at 91.25% plant load factor, Newcastle index = USD 50.38/MT, Freight Price = USD 5.90/MT, and Forex rate at PhP

46.07/USD (current prices as of Mar 2016)

| R shall cover the cost of Line Rental Adjustment for the B

] Assumed estimated PEDC line rental rate

g Period

1 cost if equivalent volume of PEDC was sourced from the WESM based on forecast average Jan - Dec 2017 hourly prices

" peralco Captive Energy Demand based on 2017 forecast

" Assumed no CPI escalation

fi Energy Payments based on 80.00% plant capacity factor

Prepared by: Ryan S. Morales

g\a\n\fl\

Reviewed by: Ciprinilo C. Meneses
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The Certiification by NPC regarding availability of Transition Supply Capacity (TSC) is NOT APPLICABLE.
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ANNEX ™__&

PROJECT BRIEF

Panay Energy Development Corporation (PEDC) is one of the subsidiaries of Global Business Power
Corporation (GBPC), a leading independent power provider in the Visayas region. PEDC currently
operates a 2x82 MW CFB-Clean Coal Fired Power Plant situated in Barangay Ingore, La Paz, Iloilo City
and currently expanding its 1x150 MW CFB Coal-Fired Power Plant.

150MW Project Description

Project Name PEDC 1x150MW Unit 3 Power Plant Expansion Project
Project Location Barangay Ingore, La Paz, Iloilo City

Total Project Land Area | Approx. 9 ha

Name of Proponent Panay Energy Development Corporation

‘Technical Specification

e Boiler

Circulating fluidized bed, single drum, natural circulation, water cooled
furnace, steam cooling backpass with horizontal coil superheater and
economizer, balanced draft, top supported and outdoor type. Capacity at
maximum 520 T/H x 126.5 bar (g) x 541 +/- 5°C. Normal stable load
range, 40— 100% MCR

A

® Steam turbine

Single casing, multi-stage, impulse type, non-reheat, full-condensing. Live
steam condition 520 T/H x 122.5 bar(g) x 538°C

.| ® Generator

Total enclosure air cooled type, 0.85 lagging power factor, 3600 rpm rated
speed, 60Hz, rated capacity 150MW (gross), 13.8kV terminal voltage and
class F insulation.

e Cooling System

Seawater cooling system

¢ Boiler Feedwater

De-salinated, demineralized water system

e Coal Handling

Closed conveyor transport, closed coal yard

e Emission

(based on 6% 02 in dry exhaust gas at stack inlet) Particulate Matter ~ 50
mg/Nm3, NOx ~ 312 mg/Nm3 (150 ppmm), SOx ~ 285 mg/Nm3 (100
ppm), CO~ 500 mg/Nm3, Opacity~ 15%

¢ Main Transformer

The generated voltage of 13.8 KV is stepped up and fed to the 138 KV by
a step-up transformer. The transformer is rated as follows: 180 MVA, Two
windings, three phase 60 Hz, ONAN/ONFA cooling method, 138 KV, star
connected (neutral brought out), 13.8 KV, delta connected, Outdoor type

e Plant net capacity

131 MW

e Equipment Supplier
and EPC Contractor

FHI Corporation

Enlightening Lives. Empowering Progress.

" CORPORATE OFFICE

22nd Floor, GT Tower International, 6813 Ayala Avenue comer H.V. Dela Costa St., Salcedo Village 1227 Makali City Phifippines

Tel: (632) 818-5931 to 35 | Fax: (632) 818-5931 loc. 147




150MW CFB Operations description

The combustion of fuel in a Circulating Fluid Bed (CFB) Boiler takes place in the furnace. The furnace is
a vertical chamber composed of fin welded waterwall tubes in which the CFB process occurs. This
includes the fluidization of the furnace bed material which is composed of the following material: ash,
fuel, sorbent and sand (if required). Properly sized fuel is fed into the furnace and burned at a relatively
low combustion temperature. Fine grain sorbent that is introduced into the furnace is calcined and
oxidized enabling the product to react with the sulfur dioxide formed during the combustion of sulfur-
containing fuels. The product of this reaction is calcium sulfate (gypsum), a solid, which adds to the bed
inventory and is easily removed with the ash which is formed during the combustion process.

The bed material is fluidized with a combination of primary air, secondary air, and combustion gases. The
primary air is introduced to the furnace through fluidizing air nozzles which are located at the grate of the
furnace. The introduction of this primary air initiates fluidization of the bed material. The subsequent
formation of combustion gases along with the introduction of secondary air in the furnace produces
sufficient upward velocity of gas to cause the bed material to form a gradient of suspended solids
throughout the height of the fumnace. This column of suspended solids is in constant motion in which
particles either exit the furnace with the combustion gases or reflux back down the column towards the
furnace grate.

The solids which are conveyed out of the fumace are separated from the combustion gas in a particle
separator (cyclone) and are continuously returned to the lower portion of the furnace by a recycle loop.
The very high internal and external circulating rates of the solids, characteristic of the circulating fluid
bed results in consistently uniform combustion temperatures throughout the furnace.

Solids residence time in the furnace can be on the order of minutes for each cycle of the solids circulation.
This is due to the high slip velocity between the combustion gases and solids, which causes the solids to
proceed through the furnace at a much lower velocity than the combustion gases. The long residence time
of the solids and the constant solid circulation produces high combustion efficiency and high heat transfer
rates to the furnace waterwall tubes.

The combustion of the fitel occurs in two zones: a primary reducing zone in the lower section of the
furnace and the final combustion zone located above the upper level of secondary air inlets to the furnace.
The primary combustion zone is located between the primary fluidizing air nozzles and the upper
secondary air inlets. One level of secondary air inlets is located between the primary air nozzles and the
upper secondary air inlets where the combustion process is staged at substoichiometric air requirements.
" Final combustion using excess air takes place in the upper region of the furnace, above the upper
secondary air inlets. This staged combustion process, at controlled low temperatures, effectively
suppresses NOx formation.

The combustion of the fuel produces two material streams: combustion gases and ash. All of the
combustion gases exits the firnace via ouflets located in the upper region of the furnace. Carried along
with this gas are any solids that may have been entrained in the gas stream. This stream of

material enters the particle separator which removes a majority of the solids from the combustion gases.
The gases exit the top of the cyclone particle separator and are then ducted to the convective

section of the boiler.

The solids separated from the gas stream in the cyclone particle separator are returned to the furnace via
the seal pot located at the end of each stand pipe of each particle separator. The inventory of solids in the

W
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CFB is controlled by the discharge of ash from the circulating loop (Primary Loop) of solids. Ash leaves
this loop through two streams: solids entrained in the combustion gas at the particle separator outlet and
solids discharged from the furnace through the bed drains. Ash which passes over to the convective pass
with the gas stream is collected and removed from system at two locations: From the backpass pass and
air preheater ash hoppers and from the electrostatic precipitator or baghouse ash hoppers.

The ash discharged from the furnace is cooled in water cooled ash serew coolers which also control the
rate of discharge of the ash from the system. A low pressure and temperature water source is required for
proper operation.

150MW CFB operation mode

Three distinct modes of boiler operation can be defined: full load operation, partial load operation, and
start-up &shutdown. The basic requirements of each of these operating conditions are summarized as
follows.

1. Full load operation, Full load operation consists of operation at maximum continuous rating
{(MCR). Under full load operation, the boiler responds automatically to variations in steam
demand through signals from the plant master control.

2. Partial load operation, Partial load is defined as any continuous operating condition at which
steam generation is less than MCR steam generation.

a. Combustion system, At part load it is assumed that the fuel and sorbent flows are in
direct proportion to the required load. The excess air level and the ratio between primary
and secondary air will be varied as required.

b. Steam system, All of the heat transfer surfaces were determined based on full load
conditions. At part load, the heat transfer to the tube walls in the upper part of the furnace
and convective pass will decrease.

3. Start-up and Shutdown, Start-up and shutdown procedures differ, depending on whether a hot
restart is done, or whether the CFB system is cold or has been cooled down for maintenance or
inspection.

T —————
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Transmission Line/Grid Connection Projects

Based on the single line diagram (below) the 150MW CFB expansion project proposed to
connect its facility to the existing 2x82MW PEDC substation. The substation is connected to the

" grid of NGCP thru Sta. Barbara station, the lines connecting PEDC and NGCP Sta. Barbara are
N-1 compliant each set of circuit is capable of carrying 400MW capacity.

IR EREARRL
micaiesucil.

m
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Annex R: Write up on the cost analysis related to the generation in support
of the proposed pricing provisions of the PSA

This can be found in the Executive Summary.
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LEADING TO THE EXECUTION OF THE POWER SUPPLY AGREEMENT (PSA)
BETWEEN MANILA ELECTRIC COPY (MERALCO)
AND PANAY ENERGY DEVELOPMENT CORPORATION (PEDC)

In a letter dated May 21, 2014, Panay Energy Development Corporation (PEDC) submitted its
proposed term sheet to Manila Electric Company (MERALCO) for the execution of a Power Supply
Agreement (PSA).

Thereafter, a series of meetings transpired between the Parties as they negotiated the terms and
conditions of the PSA, including the contract price.

Following extensive negotiations, on April 26, 2016, the Parties executed the PSA for the
purchase of Contract Capacity and Associated Energy from the 1x150 generating unit of the coal-
fired Power Plant located in Barangay Ingore, La Paz, lloilo City, which PEDC owns and operates.
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Annex T: Write up on the details regarding the transmission projects or grid
connection projects

The write up on the details regarding the transmission projects or grid
connection projects are not applicable because PEDC Unit 3 shares Unit 1
& 2 switchyard which is connected to the transmission assets constructed
for Units 1 & 2.
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Annex X . Write up on other documentation that may be needed by the ERC
in the course of the evaluation, such as, but not limited to the following:

Latest Audited Financial Statements of PEDC

This Latest Audited Financial Statements of PEDC was already submitted
to MERALCO

Bank Certification of Long-term Loans

The Bank Certification of Long-term Loans was already submitted to
MERALCO via email on April 28.

QOperating Expenses

The Operating Expenses was already submitted to MERALCO as indicated
in AFS.

Sworn Statement detailing how the fuel was competitively procured etc.

This was already sent in the initial documents during the negotiations.

Certification on the net heat rate

This was sent by email. We would like to note to MER that we are using
consumption rate instead of heat rate in the PSA.

Simulation of the no. of operating units necessary to meet the MEOT
and/or additional energy/demand requirements of the DU.

This is not applicable for the PEDC Contract has no MEOT because it's
purchased on an annual contracted capacity of up to 70MW, which means
to say that there is no minimum contracted energy and paid on a capacity
basis.

Potential Cost of Ancillary Services

The Potential Cost of Ancillary Services is not applicable because PEDC has
no ASPA with NGCP.



Republic of the Philippines
DEPARTMENT OF ENERGY

ANNEX ™

U

n

CERTIFICATE OF ENDORSEMENT

TO WHOM IT MAY CONCERN:

This is to certify that Panay Energy Development Corporation with
office at Barangay Ingore, La Paz, Iloilo City will construct the PEDC UNIT 3: 1
X 150 MW CFB Coal-Fired Power Plant in Barangay Ingore, La Paz, Iloilo

City.

The PhP 15.6 billion project is in line with the Department of Energy’s
(DOE) policy to encourage private sector investments in power generation
utilizing clean and environmentally-friendly technologies. The project is
included in DOE’s Power Development Plan. The Department favorably
endorses this project to the Board of Investments for possible incentives
availment.

This endorsement is being issued in connection with Panay Energy
Development Corporation application for registration with the Board of
Investments.

Done in Taguig City, Philippines this DEC 0 5 2013

b
CARLOS JERICHO L. PETILLA
Secretary

"DEPARTMENT OF ENEREY”

IN REPLYING PLS CITE:

SOE-JLP-13006779

[

Energy Center, Merritt Rd., Fort Bonifacio, Taguig City, Metro Manila 1201 Philippines

Website: www.doe.gov.ph E-mail: info@doe.gov.ph

Tel. Nos.: Trunkline (632)840-1401; Telefax (632) 840-2067; (632) 840-2138; (632) 840-4244; Fax (632) 840-1731; Hotline (632) 840-2130
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O

DSM Framewori Reference

EXECUTIVE SUMMARY

Introduction

In December 1996, the Energy Regulatory Board (ERB) approved the
Framework for Demand Side Management (DSM) in the Philippines, in
compliance with Section III of the Department of Energy (DOE) Circular
No: 95-08-007 as amended per ERB Case No: 96-25. Under the
framework, each distribution utility was required to submit a DSM Plan
within one year from the effective date. This DSM Plan by Manila
Electric Company (MERALCQ) is in compliance with the requirements of
the DSM framework.

MERALCO was one of the four utilities selected, under the USAID funded
Philippines Demand Side Management Project, for case study DSM
Plans with external assistance. This DSM Plan was prepared by
MERALCO with assistance from the consultants appointed for the task,
SRC International {(SRCI) from Melbourne, Australia as sub-consultants
to Resource Management International (RMI).

Utility Overviaw

MERALCO is the largest electricity distribution company in the
Philippines. Its sales account for approximately G0% of national
electricity consumption. It has a franchise area covering 9 328 km?,
including 14 cities and 97 municipalities in Metro Manila, Bulacan,
Rizal, and Cavite, parts of Lapuna, Quezon, and Batangas, and 14
barangays in Pampanga. This franchise area is responsible for 50% of
the national Gross Domestic Product (GDF), 30% coming solely from
Metro Manila. It has - approximately 8 000 employees spread
throughout its 35 branches and operating centers

At present, MERALCO has just over 3 million customers, growing at a
compounded annual rate of 6%. The residential sector is by far the
largest accounting for 90.5% in 19956. The remaining 10% consists of
commercial, industrial and street lighting customers. OFf MERALCO's
total energy sales, industrial customers, even though small in number,
account for one-third of total sales. The remaining two thirds are
shared almost equally by commercial and residential customers.
Electrification level in the franchise area is 92 percent.

In February, 1995, the Energy Regulatory Board (ERB) authorized the
Natjonal .Power Corporation (NPC) to implement a new power rare
schedule in the Luzon grid. This Order also directed all NPC urilicy

customers to restructure their rates basad on NPC's approved rate
schedule. MEBRALCO's application for rate restruceuring was granted 2
provisional approval in March. 1997, The subsequanc effect on ita
customers billings were made grarting Aprdd 1 1897, The naw rae

areitprsra pAane semtsdns an inpannive  me mars affimang onnacity
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DSM Frampvcik Aasfargncs

wiilizntion not anly on the bulk sale or generation level but as well as

on the retail level

The new rate stricture provides incentives for customers Lo impro.ve
toad fetor. Only those with demand meters, namely, the Industrial
and Non-[ndustrial customers which accounted for more than 60% of
total sales felt the impact of the restructuring. A custemer with a load
Factor higher than 36.6% will experience a decline in the average rate
while & customer with a load factor lower than 36.6% will be adversely
alfected with an increase in its rate. Demand-Side Management
Proyriams directed to this group of customers will aleo help cushion the
impact of the restructuring.

psm Objectives

The proposed Omnibus Electric Industry Bill will ereate fandamental
changes in regulation of slectric utilities as well as the indusivy
structure itself. Initially, there will be competition in the wholesale
market and will eventually mave towards retail competition.

In order to face the challenges and new market conditions, AMERALCO
will focus on the needs of its customers. Our mission is te serve our
customers by providing efficient, adequate and reliable electric service
at reasonable cost.lmproving customer service is considered to be
MERALCO's primary objective of Temand Side Management (DSM).

It has established the "account management” approach and taken more
aggressive DSM activities with its customers. It is within this
environment that DSM can be offered to customers as a package of
services aimed at providing sclutions to customers’ needs.

MERALCO has undertaken a program of continupus system upgrading to
improve the quality and reliability of the electricity delivered to the
customers. It believes that through efficiencies and productivity gains,
lower price of electricity can also be achieved.

Programs and Activities Selected

—\ tatal of eizht programs and supporting activities were selected for
implementation over the first two years of the Plan. Most programs
will be undertaken initially on a pilot scale and cover all the customer
sectors. The following programs have been selectad:
1. Compact Fluorescent Lighting Program - promotion of
cis through trade allies and offering incentives for ropaymant
i instalalents though electricity bills: o

2 shopging mall and ax offfer bulding usinsan 2570

v incustrial Efficiency Program — ouel lliac i o

thrsuzhoan DA D QIEenUTITE Ao SS0
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4. Industrial Demonstration Program — demonstration of
high efficiency motors, variabla speed drives and eflicient
lighting; )

5. Power Factor Correction Program - installation of
capacitor banks to improve power factor;

6. Load Factor Improvement Program - promotion of cost.
effective opportunities for load management and energy
efficiency improvement, regardless of the end use; and

7. Streetlight Conversion Program — replacement of Mercury
Vapor (MV) lamps with High Pressure Sodium (FEPS) vapour
lamps. ’

in addition, the following supporting activity was selected:

8. Load Research — to develop an end-use load shape database
for estimating end-use demand and designing and evaluating
DSM programs.

Several programs have already been commenced by MERALCO, namely
the Green Buildings, Industrial Efficiency and Street Lighting
Programs. ’ :

Cost Effectiveness
Proposal for Cost Recovery

implementation

Considzring the available resources, of the eight programs that have
initially been identified, MERALCO proposes to undertake seven DSM
programs in the first year (1998) and the remaining program will
commence in the second year (1999). The second year (1999) would also
include continuation of some of the programs undertaken in 1998.

The following programs have been scheduled to be implemented in
1998:-
« Compact Fluorescent Lighting Program
- Qreen Buildings Program
« Industrial Efficiency Program
Industrial Demonstration Program

Power Facetor Correction Prozram

oad Factor [mprovement Program

ih -

treaclizhe Conversion Program

The Oesan Bupidegs and Indusimal Zfciangv Programs o wll v
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Exc has been included iu the schedule. The programs will he subject
to an evaluation at the end of the year and based on the sutcomes, a
decision Lo cease, modify or continue the programs will be made.

fn adldition to programs from 1995 that conlinue, the following
activitics are scheduled to be implemented in 1999 :-
. Load Research
Major Program Review

The major program review would include all nine programs and the
outeomes will be included in the revised plan to be filed for 2000
omwards.

Monitoring and Evaluation

All programs will be monitored throughout and evaluated upon
coirpletion, except in the case of the CFL Program which would be also
evaluated midway when any revisions to program delivery would be
made. As required by the DSM Framework the programs will also be
subject to an annual evaluation.

The outcome of the major program review will be included in the
revised plan for 2000 onwards.
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1. UTILITY SITUATION / BACKGROUND

1.1 Overview of the Company

History

The Manila Electric Railroad and Light Company, forming the acronym
“MERALCO", was established in 1903. That year, the Municipal Board of
Manile granted to Charles M. Swift of Detroit a franchise “to operate
an electric street railway service and to furnish electric current for
light, heat and power in the city and its suburbs for a period of fifty
years.” The MERALCO tranvia or electric streetcar was inaugurated in
1505.

Although better known in earlier years for its transportation service,
MERALCO also established its electric service. It bought the La
Electricista in 1004, In 1919, the Manila Electric Railroad and Light
Company and its affiliate, the Manila Electric Suburban Railways
Company, merged to form the Manila Electric Company. Although the
acronym MECO was more accurate, MERALCO was what the Company
was called and continues to be ecalled to this day.

When MERALCO became part of the Us-based giant Associated Gas and
Flectric System in 1925, the Company expanded services to
municipalities in Rizal and other parts of Luzon mainly by purchasing
the franchises and plants of the small provincial electric companies,

The Botocan hydrostation in Majayjay, Laguna was built by MERALCO
and added to the generating system in 1930 to meet the growing
demand. It was the country's first hydroelectric plant and was
probably the largest construction project in the country of its time. The
55-mile long 115 000-volt transmission line linked the new plant with
the equally new substation in Sta. Mesa. ’

MERAILCO's electric service area eventually covered, aside from Manila,
94 municipalities in 13 provinces in Luzon: Rizal, Bulacan, Laguna,
Cavite, Tayabas, Pangasinan, Tarlac, Nueva Ecija, La Union, Batangas,
Camarines Sux, Albay and Sorsogon. Except for the towns in the frst
five provinces which were linked to the integrated “Manila system” fad
by Bla:sdell and Botocan stations. the provincial areas were served by
separate relatively small diesel plaats. '

- n - N . B
[n Oceober 1943, just after the war, the 10 000 kW crc at the Caliraya
hydroelserric station was in operacion and cormnpested 1o tne Mamda
sestacn. On Novembper 10 1845, MERALCO resumad opzrationg ster tha

8 Armr refurned all it property.  Uwer Chis naxs

DSM Framework Refarence
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the provincial areas served by isoiated diesel generating plants il
egrated Manila system. This system over the

concentrating on the int emn.
citics and municipalities from as far north

next few vears included 40
as Malolos to as far south as Lucena in uezon province.

In May 1948, the Company sold its 122 buses to Fortunato Halili. This
breught to a close four decades of MERALCO's transportation service.

MERALCO's efforts at rebuilding and expanding its slectric system made
the country’'s postwar and post-independence industriabization efforts
possible. In 1959, MERALCO was supplying alt its customers with more
than four times as much electric energy as 1549. Residential and
cornmercial customers were consuming about three times as much, but
the industrial sector was consuming about 13 times as much.

During the Martial Law regime, Presidential Decree No. 40 declared it
an ultimate objective of the state that the govemment—owned NPC
should own and operate a single integrated system of all generating
facilities supplying power to the entire area embraced by any grid sei
up by NpC. Eventually by 1978, MERALCO sold all its generating plants
to NAPOCOR, with the exception of Rockwell Station. From then on,
MERALCO became mainly a distributor of electricity purchased in bulk
from NAPOCOR. A newly established MERALCO Foundation eventually
became the sole owner of MERALCO common stock in 1977.

A revival of the MERALCO franvia took place in 1984 when Manila's
elevated Light Rail Transit (LRT) began plying its first route from
Caloocan City to Baclaran,

After the Edsa Revolution, control of the company was regained by the
Lopezes. Mr. Manuel Lopez, son of Don Bugenio was appointed
president of the company and remaine in that position up to the
present,

MERALCO Today L

Today, MERALCO is the largest electricity distribution company in the
Philippines. Its sales aceount for about 60% of national electricity
consumption. It has a franchise area covering 9 328 km?, including 14
cities and 97 municipalities in Metro Manila, Bulacan, Rizal, and
Cavite, parts of Laguna, Quezon, and Batangas, and L4 baranzays in
Pampanga. This franchise area is responsible for 50% of che nnt.ional
Gross Domestic Product (GDP), 30% coming solely from Matro Manila,

Az oresant. MZPALCD has 3 million  custamars  erewing atoa

t
1 . e
cotr.?auna-:d rate of 6% annually, Abous 93 of

LusLmers

in the residencial sector. The remapune 17 o
i wnd businesa establishments. i IR bt
semmar

I aTRALOD s total enurgy sales

Tt i pumher  aessnnr Poeoeparaiee T T -



g

- r
¥

O

DSM Framawark Relerence

MERALCO Demand-Side Alanagement Flan — Utitly Skugtion / Background ' 3

remaining two thirds are shared almost equally by commercial and
residential customers,  Electrification level in the franchise is

92 percent. -

[n 1996, MERALCO ranked as the second biggest company in the
country, next only to the National Pawer Corporation, in terms of gross
revenuss. During this year, it was also awarded as the Best Managed
Company in the Philippines by the Asiamoney Magazine.

Through strategic alliances and subsidiaries, the Company has
diversified into power generation, business reengineering and
information technology consultancy, and real estate development. Its
core business, however, remains to be electric distribution. [t has
approximately 8 000 employees spread throughout its 35 branches and
operating centers.

1.2 Overview of Operational Issues

Rate Restructuring

In an order dated February 27, 1995, the Energy Regulatory Board
authorized the MNational Power Corporation to implement a new power
rate schedule in the Luzen prid. This Order also directed all NPC utility
customers to restructure their rates based on NPC's approved rate
schedule.

MERALCO's application for rate restructuring followed NPCs
restructuring and was granted a provisional approval in March 26,
1997, The subsequent effect on its customers’ billings were made
starting April 1, 1997.

Prior ta the implementation of the new rate structure, NPC's billing to

MERALCO was on a straight energy basis which did not provide any

signal on the expensive nature of generation capacity nor any incentive
for higher eapacity utilization. Consequently, MERALCO’s Generation
Charge, that component of the bill which recovers purchased power
cost, was also purely energy charge. Thus, MERALCO's previous
generacion charge hardly provided any incentive towards economic
efficiency through the promotion of high load factor.

With the rate restructuring, MERALCO's bill also shiftad to a simpler
format consisting of the following components: Basic Charge, Currency
Exchange Rate Adjustment and the Purchased Power Adjustment
{?Pa). Tha Basic Charge incorporates the Generation and Discribucion

Dharges, the portion of tha bill which recovers MERALCO'S cest of

g
¢perating 2nd maintaining izs distribucion system.  The P2y will

faprur: any changs in the purchased powar cost incorporaged u the

casdic vl
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“Tha impact of MERALCO's rate restrncturing Aiffored depending an the
customer's load factor However, customers with no demnand meters
wore not affected by the restructuring.  Only those with demand
meters, namely, the Industrial and Non-Industrial customers which
accounted for more than 60% of total sales felt the impact of the
restructuring. A customer with a load factor higher than 36.6% will
experience a decline in his average rate while a customer with a joad
factor lower than 36.6% will be adversely affected with an increase in

ity rate.

Taking note of the implication of the restructuring on low load factor
customers, the restructuring was undertaken in three steps over a
period of 18 months, with the full impact to be felt on April 1, 1998.
Demand-Side Management programs directed to these group of
customers will also help cushion the impact of the restructuring.

Tha pew rate structure now provides an incentive for more efficient
capacity utilization not enly on the bulk sale or generation level but as
well as on the retail level.

1.3 Customer Mix

In 1996, MERALCO had a total of 2 869 532 consumers. The consumers
are catergorised into six customer segments, namely, Residential,
Commereial, Industrial, Government Hospitals & Metered Streetlighting
and Flat Streetlighting Service. The Residential segment is by far the
laxzest segment and account for 90.5% of the total consumers. The
Commercial category is the second Jargest accounting for 8.9% of the total
consumers, followed by Industrial consumers {0.5%) and Other (0.1%).
Shown below in Table 1 is the aectual number of connections per
customer classification and its corresponding kWh consumption for 1996,

Customer Classification No. of % of Total MWh % of Total
Connections Cansumptlion

Residertial Customer 2596687 90.5% 5975 800 33.86%

Comnme:cial Customer 255 540 8.9% 5805 160 32.6%

Industrial Cusiomer 13073 0.5% 5909 200 33.2%

Crbiars 4132 0.1% 120 400 0.7%
TOTAL 2 869 532 17 810 400

1.4 Trends

1.4.1 Customers

T o ben A . . .
The nurnier of MERALCQ custormers nas incraased sizadily ovay

S TRIHE

Table 1 Cuslorrer
Numbers and
Consumption by
Customer Ciass

*
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from ‘commereizl to industrizl service was made, thus the 137.5%
increase in industrial customers in that year. Figure 1 below shows the

‘trend in customer.numbers since 1937.

2,000,000
2,500,000
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T 2 2 8§ 3 8 8 8 8 8
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1.4.2 Energy Sales

Energy sales have grown consistently at an average rate of 8.1% per
year for the past ten years. However, growth in earlier years was only
minimal, and exceptional growth had been registered only during the
past taree years. In 1994, total sales exhibited a high growth rate of
18.8%, due to recovery from the 1993 power crisis. The trends in
historical sales is shown in Figure 2.

18,000
16,000 |
~. 14,000
£
= 12,000
2
. f00 |
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1.4.3 Peak Load

Pask lead grew ar an average of O 2v
excapronal inerease of 2.9 was potad 1o

TENOVEDY IIoMm INe DOWEr Crisls.

¢

Maowas paepe redfzozing the bull

Ly

Figure 1 Historical
Growth in Customor
Numbers

Figure 2 Historical
Energy Sales
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2 1.OAD FORECAST

Number of customers is forecast to increase by 8.3% in 1997, but after
this, the customer count will slow down significantly to average about
1.7% per year growth rate. The slump is attributed to the end of the
‘DAEP/ REP? program of the company, which was actually the main
source of significant growth rates in customer count in the past years.
Conscquently, the residential customer class will only grow by around
1.6% after 1997. Commercial customers are projected to show a
tapered growth rate averaging 2.6% per year, while industrial
customers are expected to increase by 3.9% per year as a result of the
intensive campaign to industrial customers. The sales and demand
forecasts are based on these customer growth projections.

2.1 Energy Sales and Demand

Energy sales is forecast to grow at an average of 8.5% every year for the
next 15 vears. As a consequence of the restructured rates, the
industrial customer class is expected to grow faster compared to
previous years. Commercial sales is also expected to grow faster at an
average of 8.7% per year. In contrast, residential sales will only
achieve minimal growth due to the poor incentives accorded by the
rescruccured rates. As a result of these major developments, the share
of residential sales to total sales is expected to decline to slightly below
30%, the oxcess being picked up mostly by indusirial sales whose shara
is expeciad to increase to close to 1075,

arats ef © . ; s i 1 i
Deraslz of { 14t enargy sales in each customer class anr given i the

Zzezion 5.1) and shown in Plguars b L

Figure 3 Historical

Paak Load
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Peak demand is projected to grow by an average of 8.2% per year.
Hopefully, with load management efforts, the 10% growth rate in 1997
will slowly taper off to about 8% growth per year. In the year 2011,
peak demand is projected to reach 10 554 MW.
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2.2 Overview of Alternative F orecastssavs

This decument proposes a set of pilot DSM programs before full-scale
implementation, which is consistent with the DSM framewark, Future
loads which differ from the load forecast will have no effect on the pilet
stage of the DSM programs. The main effect of future loads being

different E'ro'm those forecast is in the total magaitude of energy and
demand savings available. Provided a DS\ program can achieve a hish

Pnouah ievet of articipation to cover its fixed cosis. varasion of fusur
loads irom those forecast is not likaly to be a sigmfican: problem.
Alternuzive foresasts have therefors npot hesn

Figure 4 Electncity
Salas Forecast (84w}

Figure 5 Electricily
Demand Forecast
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3. (OBJECTIVES

31 Corporate Objectives
Company Philosopfty

Sesvice With Integrity

Company Vision

MERALCO aims to be 2 world class electric utility fiem hy year 2000 and
ta b among the best, if not the best, in the Asian region.

MERALCQ is undergoing 2 self-initiated complete transformation of
business processes, organization, corporafe culture, informaticn
technology, telecommunications and facilities to be more custownez-

focused.

For its investors and shareholders, MERALCO will remain a blue-chip
company of viable, long term investment. For employees, it will
continue to be the best employer where epportunities for personal and
professional growth thrive.

For customers, MERALCO is changing to serve best by delighting
consumers. For the country, MERALCO will remain an industry leader
and a responsible corporate citizen that fuels progress as the
Philippines cmerges as Asia's newest tiger economy.

Changes in Utilily Regulation

The proposed Omnibus Electric Industry Bill pending in both Houses of
Cengress will create fundamental changes in regulation of electric
utlities as well as the industry structure itself. Initially, there will be
competition in the wholesale marke:, meaning competition among
vagious sources of generation. This means distributers will have a
choice of where to source their power requirements. The market will
eventually move towards retail competition, which basically means that
customers will have a choice of which provider they wish to source their
power.

Tha bazie directions of taciff regulations will be toward cost-rafiective
rates which will eliminate cross-subsidies. Che

Meanwhile, wira charges and other charges for

e vegubaged

Jfita
Ga
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The focus is evident in the strategies the Company has been taking in
all these years. First, is the confinuous system upgrading to improve
the quality and reliability of the electricity dalivered to the customers.
It is believed that through efficiencies and productivity gains, lower
price of electricity can also be achieved.

The Company has been taking not only a very proactive stance but alse
& most innovative approach to this emerging market conditions. Aside
from the system upgrading, it has established the “account
management” approach and taken more aggressive demand-side
manpagement activities with its customers. It iz within this
envirenment that Demand-Side Management programs can be offered
to customers as a package of services aimed at providing solutions to
custorners’ needs. Through these value-added services, MERALCO is
moving towards its vision of becoming a electric utility of the future:
focused on service rather than the commeodity or kWh, solutions-focused
and dynamic in the development of new products and services.

Company Mission

Our mission is to serve our customers by providing efficient, adequate
and reliable electric service at reasonable cost

Company Objectives

In fulfilment of this mission and guided by the Company philosophy, we
shall pursue the following objectives: -

1. We shall provide a quality of service within standards acceptable
internationally.

2. We shall strive to bring the benefits of electrification to the
greatest possible number of people and businesses within our
franchise area.

3. We shall strive to seek and adopt a reasonable rate structure that
would truly reflect the cost of providing the desired level of
electric service.

4. We shall maintain adequate return to ensure our fnancial
viability and standing in the business community,

5. We shall remain steadfast in our commitment o enhance the
productivity of our resources.

6. W2 shall provide our emplovess with spporwmises oo

stonal  growth and advancement =sn the  Eaas
mance. intagricy and lovaler 29 the Company
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compunsation and benefits and attend to their personal well-

bein.

We shall uphold and maintain at all times high standards of

Y,
Lusiness ethics. [n our endeavors, we shall be guided primarily
by the basic principle that the Company's interests and those of
the public nee complementary and inseparable.

9. We shall fulfil with dedication and commitment our social
respensibilitics.

10. We shall undectake, by ourselves and through subsidiaries,

activitics which support and complement our operations, enhance
the use of our resources and contribute to the econpmic and social
development of our country.

3.2 Dsm Objectives

3.2.4 Load-Shape Related Objectives

Typical system daily load profiles for the year 1996 is shown in Figure 6
below. The profile indicates a base load of around 1 600 MW and a

peak period starting around 10 am and extending to around & pm.

000

= - - .- Y S S A
& ! —p— V¥eekday |
& 1060 ' — - Weekend '

o 3]

Th.ere are several  DSM options that address specific load
objecrives. These include:

shape

peak clipping — the redustion-of unidits band primarily duems

cariods of peak damand;

e} - H 1
vailev-filling — th2 improvemens of sraan

s()1d
5(i2c

Figure & Typical Daily
Load Profiles in 1996
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periods. Load shifting typically dees not substantiaily alter
total electricity sales;

- conservation - the reduction of utility loads, more or less
equally, during all or most hours of the day;

- load building - the increase of utility loads, more or less
equally, during all or most hours of the day; and
provision of a more flexible utility load shape - programs
that set wup utility options to alter customer energy
consumption on an as-needed basis, as in interruptible /
curtailable arrangements.

The ©sM load shape objectives that are most appropriate for MERALCO
in the short term are peak clipping and strategic conservation. Valley
filling, load shifting, and flexible utility load shape may also be
applicable to MERALCO as DSM load shape objectives in the medium

term.
3.2.2 Non-Load-Shape Related Objectivesisavy

MERA™CO's non-load-shape related objectives for DSM are consistent
with the general corporate objectives. They include improving customer
satisfaction by improving the quality of service to customers and
improving the value for money that customers receive from their
electricity service. In addition, DSM will help meet the objective of
reducing the impact that electricity services have on the environment.

MERALCO's DSM strategies focus on the enhancement of customer
service to manifest the Company’s concern by providing service bevond
the customers' electricity meter. Activities include visits to customers’
sites to educate them on basic energy management and energy
efficiency. The customer contact is alse used to reach out to mest
custemers’ needs and solve their problems. Eventually, DSM can be
transformed into the provision of energy services tailored to customers'
needs. MERALCO will be able to use Demand-Side Management
programs to develop customer loyalty and thereby help the Compeny
retain valuable customers as competition is introduced to the power
industry. By showing genuine customer care, the Company is able to
foster better relationships and consequently customer lovalty.

As an alternative to supply-side resources, DSM measures pramoting
energy efficiency have grear poteatial for the reduction of greanhouse
225 emissions. By helping customars o be more efficient in their
enargy u32, less power generation s nesded. leading to decreaset o
aoidesd emisslons of <arbon disxids and uther wsvicunmena

P

ALCD 13 ahie €3 con:

snvivenme2ns  and o
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4 RECOMMENDED DSM OPTIONS,
DnoGRAMS & PLAN

41 Options/ Technologies

The system load profile indicates three peaks - two during daytime
(11am and 2pm) eaused by industrial / commercial sector activily and
an avening peak with the residential sector being the main contributor.
The daytime peak could be attributed primarily to the air conditioning
load while the evening peak primarily due to lighting.

4.2 Rationale for selection of customer
groups targeted

In order to achieve the DSM objectives, programs in all customer
segments have to be targeted as their contribution to the system peak
are at different periods. At present, there is only about 5% difference
between the two peaks with the daytime peak being the greater in the
weekdays and the evening peak being greater in the weekends. The
large industrial customers appear to be the major contributors to the
system base load considering their relatively fat load profile and 24
hour operation. Programs in this sector, primarily in efficient end use
technologies, would also make a major contribution towards achieving
the DSM objectives.

4.3 Programs

4.3.1 Overview

The following programs and activities have been selected and included
in the Plan:

. Compact Fliorescent Lighting Program

. Green Buildings Program

. Industrial Efficiency Program

. Indusirial Demonstration Program

. Power Factor Carrection Program

P TR =L B U = I T B ol

. Load Faztor Iimprovement Program

. Sirzauiyht Cenversion Program
q
il
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Overview of Load Shape Objectives

The load shape _,object.ive!s of ¢ach of the proposed programs.are
outlined in Table 2. The detailed program descriptions in subsequent

sections
Program Load Shape Comments
Objactivels
Compact Fluorescent Peak Clipping The residential lighting end use load

Lighting Program

shape is highly ceincident with the utility
system peak, so improving Lhe
efficiency of this particular end use
tends to reduce the system peak

Green Buildings Program

Pealk Clipping &
Sleategic .
Coenservalion

Most commercial end uses are highly
coincident with the daylime peak, 50
improving lhe efficiency of primarily air
conditioning and lighting teads to reduce
the system peak

Induslrial Efficiency
Progran

Peak Clipping,
Load Shifting &
Strateglc
Conservation

Most Industrial customers operate 2 or 3
shifis and are major contributors to the
system base load.. Improving the
efficiency of end uses primarily molors
and drives, and load management will
assist in reducing system peak.

Industrial Demonstirstion

Peak Clipping &

The end uses demonsirated are motors

Program Strategic and lighting which contribute 1o the
Conservalion system peak

Power Faclor Cofrection Peak Clipping This program reduces apparent powsr

Program {(kKVA} {kVA) therefere reducing transformer

capacity requirements and hence
network capital costs for the same real
power (KW} and therefore level of
energy service.

Load Factor Improvement
Program

Peak Clipping and
l.oad Shifting

The infroduction of more cost-reflective
pricing will provide customers with fow
load factors to improve them. This
prograrmn wilt help provide those
custormers wilh ways lo respond to the
price signal by decreasing their peak
demand or increasing loads at other
times or bath,

Sueetlight Conversion
Program

Strategic
Consarvalion

The street lighting end use load shape
is highly coincident with the utility
systermn peak, so improving the
efficiency of this particular end usa
tends to reduce the system peak

Overview of End Use Technologies

The end use technologies promoted by the programs are auziined

Tahle 3.

DSM Frameweork Ralfersnce

Table 2 Cusiomer
Segments Targeted
by the Programs
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Trblm 3 yomhn crme

Segments Targeted

Progeart End Usc “Ganat e gar Tuwudtreston
Technoloyy
Compact Flugrascent Lighting incandascent lamp  compact fuarcscent

Lighting Progeaum
Gevon Buildings Frogram

Ind s3tial Efficiency
Program

jadstial Demonsteation
Pregram

Power Factor Correction
Prcgram

Load Faclor Improvement
Program

Straellight Conversien
Program

All considered
- site specific

All considered
— site specific

Motors and
lighting

All

Al considered
— site specific

Lighting

Standard
technologies and
praclices

Slandard
technatogies and
aractices

Standard molors
and Mercury Vapar
lamps

Financial penaities
for low power
faclor

Standard operation
practices

High Pressure
Mereury lamps

by the Frograms
lamp

Energy efficient
technolugios and
impraved praclices
Energy eliicient
technalogies and
improved praclices
High efficiancy
molors, variable
speed drives and HE?
Sadivm lamps
Capacilor banks to
improve power faclor

improved operation
practices

High Pressure
Sodium lamps

Overview of Customer Segmernts

The programs apply to the customer segments as indicated in Table 4.

Program

Residential

Comarercial

Industrial - - Other

Table 4 Customer

Compact Fluorescent
Lighting Pragram

Green Buildings Program
Industrial Eificiency
Program

Industrial Demanslration
Pregram -

Power Faclor Correction
Prcgram

{Load Factar Improvemen|
Pregram

Straetlight Conversion
Program

Lead Research

v

v

v

Segmenis Targeled
by the Programs

v

4.3.2 Compact Fluorescent Lighting Program

Customer Segment Targeted

puALmMAY

sl
-

[
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End Use and Technology

This program tayrgets the lighting end use, which is a significant
contributor to the MERALCO system peak during the evening. Compact
Fluorescent lamps (CFLs) are able to provide the same light output as
an inzandescent lamp with considerably less energy input

Key Barrier/s

In the medium term the energy savings from using a CFL in place of an
incandescent lamp are greater than the higher cost of the incandescent
lamp. However, not all residential customers who could use CFLs in
place of incandescent lamps do so. Perhaps the main barrier to the use
of CFLs is their high cost compared with the cost of a standard
incandescent lamp. Other barriers may include:

. ‘lack of customer awareness of the energy- and money-saving
potential of CFLs;

. mistrust of the energy-saving and extended life information on
the lamp packaging; and
+ not “getting around to” purchasing a lamp.

Program Objective

This program aims to encourage customers to install compact
fluorescent lamps (CFLs) to replace existing incandeseent lamps, by
providing customers with the lamp(s) and the opportunity to pay in
instalments. One of the main barriers to the installation of CFLs is
their high cost, compared with the cost of a standard incandescent
lamp. Allowing customers to pay for the lamp in instalments, will help
to overcome this barrier.

Program Description

A CFL uses approximately one-quarter the energy of a standard
incandescent lamp, while providing equivalent lighting cutput. In
addition, the life expectancy of a CFL is about eight times as that of a
standard incandescent lamp. CFLs come in two tvpes of ballasts -
electro-magnetic and electronic. The electro-magnetic lamps are
heavier but move robust and can withstand voltage fluctuations than
the electronic lamps. This is an important coasideration in the
Philippines where power quality is an issue in mosc utilities,

The::e are several brands of electro-magnetic CFLs available in the
Philippines, the most common being the Philips SL2000 serizs (13 W,
W, SLY and 23 W) which are manutactared loeadly, la face o

21 W lamp is desigued for a wide voltaze toleranes 1180 Vg 3¢0 WV

nigoprogeam hag besn modelisd on the bass thas ne cuetimer-

rarsrasl Tne OFL: from aporeved retasias: amionore Jewoinm: Lo
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x period of 18 months. MERALCO will refmburse the retallers wt cegular

fntervals.
P'ha main features of the program are as follows:

. Lamp manufacturers will be requested to provide details of their
yange of CFLs - technical specifications, program price and
wavranty periods.

. MERALCO will prepare a list of CFLs that they wish to promote -
based on power factor, suitability under supply conditions, cost
and warranty provided. Phe warranty period need to be at least
the duration of the repayment peviod.

* MERALCO will eall for'registration of interest from retailers
wishing to participate in the program and select the retailers.
Advice from the lamp manufacturers will be sought duriny this
process.

. Agreement is reached with the retailers on the selling price of the
selected CFLs - the aim will be to have the same selling price for
all the CFLs under the program. The selling price would include
MERALCO's administration and finance costs.

. Tha participating retailers will be briefed on the program
elements - responsibilities, program duration, reimbursement
procedures ete.

. Program details will be publicised in the media and formally
launched. Co-financing of advertising by the lamp manufacturers
will be considered.

- Customers will purchase CFLs from the approvad retailers and
sign an agreement to pay in instalments. Customers will be
required to produce a copy of their electricity bill at the time of
purchase for verification and inclusion of account details in the
agreement, There will be a limit of 3 lamps per customer.

. The retailers will send the details of sales and copies of the
customer agreements to MERALCO at vegular intervals (once a
month) for proeessing.

. vEzALCo will send a lecter of confrmacion 13 the customer of the
purchase and the date of inclusion of the fira inzmbment i the

customer's alectricity bil

DS Framewcrk Rofersniny
e
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- The progeam will initially run for a period of 3 months and
eviluated. The program will then continue for another 3 months
following any revisions to the original approach.

The costs associated with this program include:
« Set- Up Costs - Financing costs, Billing system modificacions,
vetail staff training.
- Advertising - posters, media advertising
. Administration - coordination with lamp manufacturers and
retailers, processing payments, monitoring, evaluation

4.3.3 Green Buildings Program
Customer Segment Targeted

This program targets large commercial buildings, including office
buildings, retail shopping malls, hotels, hospitals and university
campuses, ’

End Use and Technology

The program is aimed at all cost-effective opportunities for energy
efficiency improvement, regardless of the end use.

Key Burrier/s

Opportunities for energy efficiency improvement exist because:

- customers are not aware of the opportunities;

. customers are too busy with the day-to-day business to make
changes;

. customers do not have available capital for non-core business
investments;

. customers do not have the resources to project manage energy
efficiency improvement projects through the long process from
the identification of opportunities through obtaining finance to
installing the equipment and measuring the results; and

- customers are not prepared to take the risk of savings not
eventuating.

ESCO sarvices are designed to overcome all of these barriers to energy
efficiercy improvements by providing a full service from idenuficacion
of opportunities to arranzing off-balance sheet Anancing, managins the
wsiallasion of squipment and bearing the nsik by a perfaemance

1 R
BUANAKIAA S0 A2 NGl

Program Objective
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called Green Malls, will involve a shopping mall and is aimed at

demonstrating high efficiency, mainly lighting and air conditioning,
tachnotogies in the shopping malls of Metro Manila

Program Description

In 1996, the commezxcial sector aceounted for 33% of the total sales and
offer significant potential for cost effective cnergy conservation.
Shopping Mails beeause of its sheer size are one of the most energy
intensive segments in the commercial sector. Since 19585 the power
demand of the shopping malls sub-sector in Metro Manila alone has
increased by 15% per year and accounted for 7.5% of the entire
comnmercial sector's consumption in 1996, It was on this basis that a
shopping mall was selected for the first pilot project.

The pilot project (Green Malls) will be implemented in association with
the International Institute for Energy Conservation (UEC). Preparatory
werk on this project commenced. in April 1997 and the following
milestones have been achieved to date:
. Completion of preliminary energy surveys in three shopping
-malls
. A Bve day Green Malls Seminar conducted for shopping mall
management/ owners.
. Selection of the site for the pilot project and a letter of intent
for participation obtained from the owners.

Tre next step would be the selection of an ESCO to undertake the
implementation of the project and finalising the financing and
implementation agreements. Upon finalization of this project it is
proposed to implement a similar project in an office building for
evaluation. The MERALCO Headquarters building has been earmarked
for this project.

Fellowing the completion of the two pilet projects and upon
establishment of a credible ESCO(s), the program will be promoted on a
large scale {Green Buildings Program) to the relevant segments in the
commercial sector.

4.3.4 Industrial Efficiency Program
customer Segment Targeted

s larze industrial customers of moss than 1MW

Z%
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Key Bar}'ierls

In the industrial sector it is normal to focus efficiency gains on process
related improvements rather than energy. In most cases, the cost of
encrgy is only a minor component of the overall costs. As a result there
i3 a tendency to divert scarce capital resources towards process
improvements rather than on energy.

In addition, most industries have limited technical resources who are
normally preoccupied in plant operation and maintenance that they
have little time spend on improvements outside the core business.

Praogram Objective

The objective of this program is to provide value added services to large
industrial and commercial customers to ensure that they arve operating
at maximum cost-effective efficiency levels. The main objective is to
minimize electricity costs. However, opportunities to improve quality
and reliability of supply will also be considered. The value added
servicss would include load management, energy audits, power quality /
reliability audits and assistance with implementation through ESCOs.

Program Descripfion

This program aims to increase the level of secrvices to MERALCO's
custormers. A recent survey amongst the large industrial and
commercial customers has identified several key areas where the
servics could be improved. The three main areas were :

electricity costs;

. reliability.

MERALCO proposes to take a customized approach with its customers in
addressing these issues because the priorities and requirements vary
from cne customer to another.

MERALCO proposes to conduct load management studies and energy
audits in order to minimize the customer's energy costs throush the
implementation of energy efficiency measures. JIn addition, it is
proposed to conduct interviews with selected customers to determine
their level of satisfaction with MERALCO's service and identify areas
where they think the serviece could be trmproved. This would be follnwed
up wizh an in depch technical evaluation to determine the causes, the
solutivus aud Custs 10 reCtify any service problems such as power

Aty and reliasiiy,
fx 15 procosad chat the improvements be o

o - H s Ty Twayqr E -
mowouid address the X2y Darn
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4.3.5 Industrial Demonstration Program

Customer Segment Targeted

Phiy program is focused on four customers in the Industrial sector

End Use and Tec_hno!ogy

The end uses are motor drives and lighting. The technologies to be
domonstrated are High Dificiency Motors (HEM), Yariable Speed Drives
(vep) and High Pressure Sodium (HPS) lamps.

Key Barrier/s

The hardware is funded by the Philippines DSM Project and it is the
recponsibility of the Companies to meet the installation costs. The only
barrier appears to be the agreement by the recipients to meet the

installation costs.
Program Objective

Urnder the Philippine Demand Side Management Project, several
demonstration projects have been identified for implementation in
1998. The objective of this program is to monitor the performance of
the technologies following implementation. The results of this program
will be used in the promotion of HEMs and V5Ds in 1899 / 2000.

Program Description

The following projects have been identified in MERALCO's service
territory:

1.  Vitarich Corporation : Installation of Variable Speed Drives in
the hammer mill and the pellet mill to regulate the speed of a
125 hp and 220 hp motors respectively. In addition, the
installation of a central air plant with station control to operate 3
base load units, 1 swing load and 1 stand-by unit during periods
of high load.

A=l

AZEON Group of Companies : Replacement of an existing
rewound motor with an high efficiency motor: installation c:t'
pressure control device in the air compressor plant to provide
effective load control and discharge pressure; an retrofit of the hot
face of an electric oven with ceramic fber blanket to reduce heat-
Ly ELma.

Tapriney of o &kt
gy o Y ananis

aonb

1 Filtex Manufacturing Corporation : I3t

rouiation pump A
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4. Continential Steel Corporation ; Replacement of existing
tlercury Vapour (MV) lamps with High Pressure Sodium (HPS)
lamps. . o

MERALCO is intending fo install equipment for pre installation
maonitoring. The monitoring will be continued for at least six months
alter installation prior te evaluating the results.

‘e cests associated with this program are as follows:
. LEquipment - monitoring equipment
. Administration - co-ordination, monitoring and evaluation

4.3.6 Power Factor Correction Program
Customer Segment Targeted

This program is focused on MERALCOs lzrge industrial and commercial
custoiners

End Use and Technology

Power factor is improved through the installation of capacitor banks at
customer's load sides.

Key EBarrier

Although MERALCO is initially intending to meet the up front costs of 20
pilot projects which would be repaid by the customer by twelve monthly
instalments, there is still likely to be customer doubt if savings can be
realized. The other barriers include:
. Lack of technical information
. Lack of customer resources to undertake or rmanage
installation.

Program Objective
The program objectives are:

. to improve the average power factor of Industrial Service (18) and
Non-Industrial Service (NIS) accounts to 96%;

. provide for a rapid implementation of the capaciter installation
progsram 1o reduce MERALCO's capital requirement in the
upzrading of its distrioution facilities; and

. iy improve customer service and cdstomar relntions  iirnunlt
onteyr utility-facilicy owners eo-operigios.
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Program Descripiion

‘Phe program is directed ot power factor metered customers whose
billing demand is’in excess of 100 kW. ln August 1997, 1353 customers
rezistered power factors of less than 85%. MERALCO's tariff structure
levias a surcharge on accounts with registered average monthly power
factors of less than 85% while discounts are given to those accounts
with registered demands of more than 83%.

The regional Sales offices of MERALCO are already advising customers of
the merits of improving their power factors to more than 85%. In 199G,
out of a total of 924 accounts that were advised only 16% of the
accounts were convinced to install capacitors on their load sides. The
installation was carried oub by contractors on 2 performance conbract
for improvement of power factor to 96%.

The program will be implemented in two phases. Phase 1 will be a pilot
program which would include two seminars for representatives of 200
accounts. The participants for the seminars will be selected on the
basis of the lowest power factor but with high registered demands.
Twanty participating companies will be selected for a pilot capacitor
ins-allation program. The supply and installation will be carried out by
performance contractors who will be compensated on the basis of the
measured results. The customers will pay for the installations in
twelve monthly instalments through their electricity bills.

Phase 2 will be a full scale program based on the results of the pilot
program and will cover the rest of the targeted customers.

4.3.7 Load Factor improvement Program
Customer Segment_Targeted

Incustrial and commercial customer segments — particularly those with
Joad factors less than 37% who will experience a bill increase under the
restructured rates explained below if they do not improve their load
factar — are targeted in this program.

En+d Use and Technology

The program is aimed at all cost-effective opportunities for load
management and energy efficiency improvement, regardless of the 2nd

Uge,

Key Barrier/s
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seire capital resources towards process improvements rather than on
eneTRy.
o addition, most industries have limited technical rescurces who are

normally preaceupied in plant operation and maintenance that they
have little time apend on improvements outside the core business.

Lowd Manarmement most often involve changes to plant operation
proceiures that have been used for a long period and convincing the

employees requires a lot of effort.
Program Objective

The progeam is aimed at assisting customers with low load facrors to
better manage clectrical loads to benefit from the rate restructure
tncentives,

Program Description

Last March 26, 1997, the Energy Regulatory Board (ERB) provisionally
approved MERALCO's petition to restructure its rates. MERALCO is

restructuring its rates to take into account changes in the National

Power Corporation's (NPC) Luzon Grid rate structure. Before April
1995, MPC billings to MERALCO were computed using a straight energy
chargs of B 1.8435 /kWh. Starting April 1995, the NPC billed MERALCO
on a demand and energy rate system, charging P 290.14 &W of
maximum démand and P 1.2829/kWh of energy consumption.
Consequently, the ERB ordered “all NPC utility customers {(in Luzon) to
cause the restructuring of their rates based on NPC's approved (Luzon
Grid) rate structure”.

Complying with the ERB order, MERALCO proposed to restructure its
Generation Charge, from a straight energy rate of B 2.33 /kWh to a
demand and energy rate of B 195.00 /kW and P 1.60 /&Wh, respectively.

With ERB's approval, there will be an inecrease in the demand charge of

non-rasidential customers with monthly demand greater than 3 kW,
from the previous B 23.00/kW in the Distribution Charge to
P 220.00 /LW (2 25.00 + B 195.00) in the Basic Charge. In turn, there
will 7e a corresponding reduction in the energy charge of these
custosers. This new rate structure is intended to give customers a
barter apprectation of the costs associated wich providing electrical
power for the end-user by providing: (1} a price siznal at least partly
reflaciing the cost of ganerating capacity, and {2} an inceative
improete their electricicy urilization rates, as measured throush cheir

W Taaran s
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cualomers. However, depending o their load fnclors, these customers
may be ndversely affected by or benefit from the rale restructuring.
Laqd [actar refers to the ratio of the average demand within a specific
pueriod to the high'es't demand registered within the same period. Since
conacction capacity is usually based on the peak demand of u facilizy, it
duoserihes the officiency of capacity use. IF the customers load factor is
belaw 37%, then under the rate restructuring they will experience an
increase in average clectricity rates {B/kWh). Conversely, if thetr load
faclor is nbove 37%, they will experience a decline in electricity rates.

Because MERALCO recognizes the potentially adverse cffect of the rate
cog:ructuring on its low load factor NIS and IS customers, MERALCO will
phuse-in the new pate structure to these customers over 4 pevicd of
twolve months. The frst phase began last April 1997, the second on
October 1997, and the FEnal phase on April 1898, with the de_maml
charge increasing to 90 B/kW, 153 P/EW, and 220 R/&W, respectively.

Arrong MERALCO's customers, manufactures of food, beverages, textiles,
paper, plastics, cement, glass and electronics; private hospitals and
hotels wilt benefit from the restructuring because of their typically high
loud factors. On the other hand, low lead factor customers will have to
manage their electrical consumption to avail themselves of the new
incentivesisnws| that are provided in the restructured rates. For its
part, MERALCO will direct Demand Side Management (PSM) programs
to these customers to help cushion the impact of the restructuring.
With DSM, all customers have the potential to improve their energy
efficiencies and bring up their load factors. (52W6]

The program will initially include a pilot program covering about 40
customers in various industrial and commercial segments with load
factars below 37% and would include workshops, seminars, replacement
of existing kWh meters with digital meters, walk-through audils and
assistance with implementation. A full scale program will be designed
based on the lessons learnt from the pilot project.

4.3.3 Streetlight Conversion Program
customer Segment Targeted

The customer group targeted is local government uaits.

Erd Use and Technaology

+ would replace existinz MG
ur stroot lizhts with hizh py
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The street tights are owned by MERALCO, The hghting is paid for by
loeal governmentd on a flat fee basis. This is known as a “chaufage”
arvumrement: the customer is buying an energy service from the utility
~ whizh provides both the encrgy and the equipment — rather than
buying units of energy. Under this program MERALCO will provide the
same {or botter) encrpy service with high capital cost, low energ
consumption lamps rather than low capital cost, high energy
consumption lamps.

Program Objective

The program aims to:
. optimise the energy efficiency of street lighting,
" . tocontcibute ton reddction of the evening peak;
to minimise the cost of street lighting inventory and
installation costs (via use of a standard design); and
to provide a standard level of lighting service (via use of a
standard design).

Program Description

There are currently around 178 000 high pressure mercury (HPM) street
light installations in MERALCO's franchise area. The program proposes
to replace these lamps with energy efficient high pressure sodium (HFS)
lamps over a 10 year period. For the first seven yvears of the program
priority will be given to streetlights within Metro Manila covering
97 142 installations.

The cost of installation per straetlight varies depending on the road
classifcation, type of construction and lamp wattage. The maintenance
costs of the HPS lamps are higher than the existing HPM lamps
primarily due to higher costs of scme parts of the HPS Oxture. The
effectiveness of the program will be monitored and evaluated during the
program period.

In addition to the demand and energy savings the program offers other

non qaantifiable benefits to society, primarily in reduction of right time
road accidents and crime.

A pilot program was implemented from 1993 to 1593 covering a tocai of
3 925 70 W S Oxtures.

VITY 0 243 intends 1o standardise the desion T sovees fuahmar o

'

berh exisning and new installations.

Thaopnits ddsceraien wWith fhis prosram areas Sl




O re)

MenaLco Qusnand-Sioe Management Plan — Recommenced dem Uplicns, Programs & Plan 5

DSM Framework Relerence

4.3.9 Load Research
Customer Segment Targeted |
All customer segments will be targeted

End Use and Tec_hn.ofogy

(lost endd uses especially lighting, air conditioning and motor drives.

Key Barrier/s

This is not a DSM program as such, it is a research activity to support
DSM programs.

Research Objective

T¢ develop an end-use load shape database for estimating end-use
demand and designing and evaluating DSM programs.

Research Description

Load research is the measurement and evaluation of the utility's
elactric load characteristics. Data used to characterize Joads can be
gathered by metering, conducting energy-useé surveys and reviewing
billing information. Toad research parameters that are determined
usually include system peak and average loads, customer's coincident
and non-coincident demand and the simultaneous demand of a
customer group. Factors that characterize loads can then be derived for
a systera or specified subsystem.

The main objective of & load research project is to produce cost-effective,
statistically sound, detailed databases necessary for resource planning,
psy program design and evaluation, cost allocation and tariff design,

and load forecasting. Specifically, from the Joad research results, load

profiles will be created and broken down into identifiable end-uses.
This is essential for determining the patterns of energy usage and
maximum demand of individual customer groups. Load research data
also aid in the development of a daily, weekly or monthly pattern of
censumption which will be able to pinpoint how specific end-uses
centribute to this pattern. Thus, the vital information collected from
load research becomes 2 valuable input rot orly in the planning,
designing and evaluation of DEM programs but ia the forscasting of
customar's load as well. '

Load researeh can be a complax and expenaivy underiodme pennuss al

- aquipment. larz2 sample s

o+ analvsis 280
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prepareation of sampling and metering plan;
. field instailation and data collection;
. (l:lt:;b:lsc development and analysis of researched data;
. development of end-use forecasting model/s and
. preparation of demand projections; and documentation.

The methocology may employ a combination of statistical and
engincering tochniques using customer billing data and the more
expensive metered end-use data.  Another optien is to consider a
combination of whote building metering and simple end-use techniques
using end-use loggers. This can provide levels of confidence and
precis.on without complicated and intrusive ‘comprehensive end-use
meter.ng metheds.

Initial activities of MERALCO will be mostly in support of load research
efforts of organizations such as the APEC Inter-Utility DSM Liaison
Working Group and the National Load Research Association of the
Philippines which is being organized under the leadership of National
Power Corporation. In the medium-te-long term, MERALCO may
consider adopting a phased approach and to hire a competent
consuiting firm to ensure effective project planning and
implementation. Under this approach, load research will be first
conducted on a specific customer group. Preliminary results shall serve
as reference in proceeding with a class-wide (industrial, commercial,
residential classes of customers) to a franchise-wide load research. In
essence, experience gained from the initial phase will be leveraged for
the succeeding load research activities on the rest of the customers.

4.4 Avoidable Costs and Externalities

Energy and Demand Avoidable Costs

NPC is MERALCO's marginal supplier.[s;ws} This means that if
MERALCO's customers reduce energy consumption, then MERALCO
reduces its purchases from NPC.

The analysis in this submission uses the NPC contract charges to
MERALCO as a proxy for the true total resource or sacietal aveidable
costs of energy and generation capacity. The true values would be the
energy and generation costs that would be avoided by NPC due to
marginal reductians in energy and demand at the MERALCO bulk supply
points. These numbers were not available to MERALCO within che ci.:r..-e
and resource constraines of this submission.

walysis represent
ERArCQ
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MERALCO makes to the Wational Power Corporation (NPC) under its
energy supply contract, provided that those savings do not take
MERALCO's total purchases below the take-or-pay “contract demand”
thrashold for energy and/or demand. The surrent MERALCO contract
with NPC is structured to:sIws]
avoid paying for unused supply via a margin for demand and
cnergy being below what is projected; and to
avoid penalty maximum demand payments via a margin for
maximum demand going ahove what is projeéted; as well as to
provide some flexibility by allowing two alterations to the
contracted demand” level in each calendar year.

The analysis in this document assumes that DSM impacts will not take
MERALCO below the take-or-pay contracted threshold. In other words, it
{s assumed that adjustmentsto the contract demand could always be
made in time to avoid this so the end use savings would always provide
bujk supply savings to MERALCO on their monthly NP bill.

Type N Avoidable Cost  Units
Energy ' 12829 Rlwhd
Dernand 42 *290.12 = 3481.68 axw-1y1

Table 3 shows the marginal energy charge from NPC. Note thatitis a
conservative value, as it does mot include the “Fuel and Purchased
Power Adjustment” (FPCA) nor does it incinde the “Foreign Exchange
Adjustment” (ForEx).[85w10]

Nelwork Avoidable Costs

The analysis does not assign any avoidable cost values to the sub-
trznsmission and distribution network. This would regquire very
detailed, time-consuming and costly work treating each small local area
separately and is not appropriate for frst-time pilot DSM programs as
proposed here. Moreover, experience elsewhere suggests that the
aviidable costs available in the local network are usually small
comparcd with the avoidable costs of energy and generation capacity.

Avoidable Environmental Externality Costs

This analvsis does not use avoidable externality costs. A collaboracive

pracess in underway to determine a set of avoidable externalicy costs

for DSM planning in the Philippines. but it has not y2t produced a set of

numbers for use, The addition of avoidable externalicy cosz dan  the
L (9 H -

aralvn: wonid nnly malte the pruposed DSM nrogrirms movr oo

-+ piadar tha societal test than thev arp as presenizdd Drw

Table 5 MERALCO'S
NFPC Contract Charges
used as Avoidable
Cosls in the
Analysis{SSWwe)]

s@Migé)
§ o (i) & (i)
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4.5 Technology Coét-Effectiveness

Por n DSM program to be cost-effective against the societal test, as
vequirad in the Philippines DSM framework, the proposed DsM
technelopgy must be cost-effective at the unit technology level. That is,
the costy saved by the DSM technology must be greater than tha cost of
the DsM techinology. This comparison is essentially the application of
the to:al resource cost test or (if reduced externality costs are used in
the comparison) the societal test at the individual technolegy or
individual market unit level without including program costs.

4.5.1 Compact Fluorescent Lighting Program sswiy

Table G shows the step-by-step calculation approach to the technology-
lovel cost-cffectiveness analysis. For both energy and demand, the
process involves subtracting the DSM technology data from the base
technology data; allowing for marginal system losses and multiplying
by the avoidable costs (from the power purchase contracts). This
provides the benefits, which can then be compared with the
increntental technology costs to determine the overall cost-effectiveness.

Table 6 shews that the substitution of two 21 W compact flucrescent
lamps for two (average) 50 W incandescent lamps that are used for
thyee hours each evening every night of the year will deliver benefits of
P xxxi50w1z2) to MERALCO and its customers as a whole at an ineremental
technology cost of Byyysswin for a net benefit of P zzz(sawiy] at a
benefit / cost ratio of BCR{SJWI3).

With such a high benefit / cost ratio, the net benefit from the program
as a whole should easily be large enough to cover the costs of running

the program and still have a pool of benefits significantly larger than

the costs. -



MERALCO Damand-Side tanageinent Plan — Recommenced dsal Oplions. Program.

Teennology

Base Technoioqy 4 % 55N Incandescent vamp
psat Technalogy . 2 x 21 Compact Fluorescent Lamp
Service Life . ’ ] yeats
Energy .
Base Anoual Eneigy b h
o511 Acnual Energy ! kWh
Delta Annual Energy kwh

Marginal Syslem Losses L]

System Annual Energy lmpact kwh

Present Valup Avoidabla Energy Costs ¢ ) 7 RN
fabntViiue Réduced Egergy Supaly Costs S TR

Demand

Base Pest-Coincident Demand * W

o34 Peak-Coincident Demand kw

Deita Peak-Coincident Demand KW

Syilem Losses

System Prak-Coincident pemand Impact
Present Value Avoldable Demand Gosts*
cnt\f&i&éﬂ’éduceduenmdSuppW Costs .

Eculpment Cost

s Equipment Cost” B
Base Equigment Cost ? -1

Total
Present Value Reduced Supply Costs R
Prasent Value Net Participant Costs R

ctBenehit

Benefit/ Cost Ratio

Notes:

1. Assuming 2 lamps * 0.05 kW *3 hours * 365 days.[SMY16]

o Assuminz 2 lamps * 0.021 kW *3 hours * 365 days. [SJwW17]

3. The average system energy losses as a percent of consumption are

"’ﬁlaJ‘Vls| The marginal losses are equal to twice the average losses, and
2 therefore 2x%. [8IW19)

4. The MERALCO avoidable energy cost is 12829 BkWa. Aveiding 1 kWh for
a2ars (the life of the CFL) delivers MERALCO 2 stream of savinga with a
ant valus B I~ rvagl when discounted nr the rof ] rezource enat
1.."1" wata of 4%,

Jamqr-ri Rounag g g"):."_:;!l’_:.‘_; s

S2mAnL .

n

vanting .-

| ” O
K s & iFhn 30 OSMFramework Ralerence

Table 6 Technotoq'{

Cost-Effectiveness of
Ccompact Fluorescent
Lighting Frogram
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¢. Vi  MUERMLCO  nvoidable demand cost is  290.14 B%W.month or
FA3LGY LkW-Lyt Reducing the system peak by 1 LW throughout the
yenv fur six yenes (the life of the CFL) saves MERALCO B, [Sw2
Based on [.‘i-l'.s"zztj

This nssumes the purchase of 6 incandescent lamps at 2 15 over a period
ol G yonrs, discounted at 10%pa.[shvziy

4,52 Green Buildings Program

As described above, this program is about ESCO implementation of
cnergy suving measures in commercial buildings. An ESCO will only
implement a package of measures that are cost-effective to the building
aperitor. [n other words, the value of savings from installing an energy
efficicncy moasure must be sufficiently greater than the cost of the
measure to justify the investment.

Now, allowing that the avoidable costs of enersy and demand are
slightly less than the tariff levels and assuming that the fixed/
capacity / energy structure of the avoidable costs is not greatly different
from the fixed / demand / energy structure of the tariff: any measure
that passes the financial test applied by the ESCO will also pass the
socletal economie test as required by the Philippine DSM Framework.

4.5.2 Industrial Efficiency Program

This program will be implemented by an ESCO mechanism, so the same
logic as to the cost-effectiveness applies as in the case of the Green
Build'ngs Program.

4.5.4 Industrial Demonstration Program

The cost-effectiveness analysis for these demonstration projects has
been conducted under the USAID Philippine Demand-Side Management
project. The analyses are attached as appendices to this
documeat. [sJwes]

4.5.5 Power Factor Correction Program

Technology cost-effectiveness analysis will be conducted on a site-by-
site basis, Power factor correction equipment will only be installed in
customers facilities where it avoids greater transformer costs in the
MERALCO network. [saw20)

4.5.8 Load Factor Improvement Program

[
I

As noted in che general program description adova. in comgiiane
an crier rom ERZ, MERALCO has restructured irg i s:

feara 2 straizho energy rate of 2 233 Wh o a dom
e ™ 1T m,A NI pnam el 2T Y A TS ‘- . -




t o,

o) :

. - r -—
MERALCEO Onstlaend-Side Management Plan — Recommendad dsm Dpticns, ngmms'& Plan 32 DSM™ Framework Relerence

There nre an average af 730 hours per qontin: Undur the ohl sate
alyanlitre, A customer who operated a 1 kW load constantly for 730
Lours tizoughout a month so that it consumed 730 kWh would pay the
A s customer who operated a 730 kW load for one hour.

Using this example of 750 kWh of consumptiow, pquivalent to 2 1 kW
Jusuel wperated constantly for a month or a 430 kW load operated for one
hour, Figure 7 shows that the load factor break-even point above which
custemers will experience a reduced bill under the new system and
Letow which they will experience an increased bill is 37%.

Figure 7 Comparison
of New with Ofd Costs
for as a Function of
Load Faclor

3040

2500

z 000

1500

Break-even goint
1000 at 37% Load Factor

Hanthly Cost [PY

500

0
0% 0% 20% 30% 40% 50% 60% 70%  BO% 90%  400%

Load Factor

The pilot program will lock for opportunities in each specific site to
shift or peak clip loads where the cost of doing 50 is less than the value
of the stream of bill savings that it provides. The results of the pilot
activities will be used to develop the full program design.

4.5.7 Streetlight Conversion Programsswan

L yms %Y RAD 4 TR omas near v Tane e e
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Demard

Base Prak-Colncident Demand * KW
osm Peak-Caincident Demand Ls's3
Delta Peak-Goincident Demand kW
Syslem Losses

System Peak-Colncident Demand Impact KW

Presant Valua Avoidable Demand Costs Arw'

Value Reduced Demand Supply Gasts

Equipment Cost
D5M Equipment Cost * =3
Base Equipment Cast? i R

Total
Presenl Value Reduced Supply Cosls B
Present Valug Net Parllcipant Costs

|erosentVatue et Benest

Benefit/ Cost Ratio

Notes: ’ +
L Assuming kW * howrs * 3635 days.{SJsw23)
2. Assuming kW * hours * 365 days.[SJW29}

3. The average system energy losses as a percent of consumption are
x%{5JWw30]. The marginal losses ate equal to twice the average losses, and
are therefore 2¢%.[SJW31]

4. The MERALCO avoidable energy cost is 1.2329 B/kWh. Avoiding 1 kWl for

chma'] years (the life of che CFL) delivers MERALCO a stream of savings

with a present value B [SJW37) whea discounzad ac the total resourcs enst
1iscount eace of 4.

20 lamps are not cowneident with the MEIMATCD gpaak thersiors thus

D

(2]

e ’
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Technology Table 7 Technology
Basa Technology Cosl-Effectiveness of
osm Technzlogy ; ) ) ) Street Lighting
Sarvice Life - fears Progmm
Energy
Base Annual Energy ' KWh
* osM Annual Energy 2 : Kwh
Daltz Anual Energy kWh
Marginal System Losses
System Annual Energy Impact ' kWh
Prasent Valua Avoidable Energy Costs ¥ Rt
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4.5.8 Load Research

Technology cost-_e.t't"ectivcness analysis does not -apply to this particular
research activity,

4.6 Market Size and Participation
Projections

4.64 Compact Fluorescent Lighting Program
(8w
4.6.2 Green Buildings Program

ESCO projects have relatively high transaction costs and therefore
require fairly large sites to be viable. As a rough guide, customers
spending more than about P 12.5 million per year may be candidates
for ESCO projects. There are around 150 MERALCO commerecial accounts
of this magnitude. They consume in total about 1500 GWh per year,
which is just over one quarter of all commercial consumption.

The pilot program will first demonstrate large building energy
efficiency retrofits in the MERALCO head office -and will pilot an actual
ESCO project in a major shopping mall. '

A more detailed market potential assessment study will be conducted
prior to the establishment of full-seale commitment to ESCO projects
and submitted to ERB at that time.

46.3 Industrial'igfﬁciency_Prog;am '

snwarThis program is for the group of industrial customers with
greater than 1 MW demand. There are ___ of these customers. The
pilot phase of this program aims to implement __ projects in these large
industrial facilities.

4.6.4 Industrial Demonstration Program

Four companies have already been selected for this program. They are:
Vitarich Corporation;
AZKON Group of Companies;
. Tiltex Manufacturing Cocporation;

« Consinensial Steel Gorporasion.
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4.8.5 Power Factor Correction Program

The p lat phase of this program will target twenty customers. The full
niarka ¢ potential will be assessed during this period.

4.6.6 Load Factor Improvement Program

The progeam will initially include a pilot program covering about 40
customery in various industrial and commercial segments with load
[ctory below 37%. [Full scale market potential estimates will based on

the lessonyg leaent from the pilot project in conjunction with customer
data, |sHway

4.6.7 Streetlight Conversion Program
1SIWa]
4.6.8 l.oad Research

This is a research activity, rather than a program, so there is no market

potential as such. Results from the load research wili be used to

identily areas of further market potential for DSM.

4.7 Energy and Demand Effects

4,7.1 Compact Fluorescent Lighting Program

Table $ shows the projected annual energy and demand savings for this
prograin under the following assumptions:
. the program acceptance numbers are as indicated above; and’
- the end use energy and demand savings and the utility losses
are as described in Table 6.

(SIW-10)

5(MH1i&f
6 e (iii)
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Year End Use Peak-Coineident
Energy Saving ftemand Saving

: kwh- - KW

Pilot

4008 Pilot
1599 ’
2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

4.7.2 Green Buildings Program

The energy and demand results for the full program implementation
ol T T aeartemad semine bha manitarer] results fram the nilot staan of the

proglaatl. [KENEAE Y]
4.7.3 Industrial Efficiency Program

(siwaziThe _ industrial customers OVer 1 MW collectively consume
___MWwh annually. ESCO efficiency improvements can typically achieve
10% to 20% energy savings. If we assume that 15% savings are
actually achievable, then the total potential for energy savings is as
shown in Fable 9.

Table 8 Prafected
Energy and Demand
Savings
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Yaar Projected Energy Estimated Target esco
Consumplion  Potential Energy  Energy Savings
Savings (15%)

Mwh MR MW

1998 Pitat Pitot
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

4.7.4 Industrial Demonstration Prdgram

The projected energy and demand effscts for these demonstration
projects has been conducted under the USAID Philippine Demand-Side
Management project. The analyses are attached as appendices to this
document.[snrwaa) '

4.7.5 Power Factor Correction Program

This program will not save any enefgy, nor will it reduce demand
measured in kW. This program is designed to reduce apparent
power[SIwi] (measured kV4), therefore reducing transformer capacmr

rapsiapiar b hpnan natiengel caniral pncps Fie sl

Lo i Litekelude Lile sdlie 1evel ol elelryy service.
4.7.6 Load Factor Improvement Program

This program is a lvad shifting and peak clipping program. It is
primarily designed to reduce the peak load of customers so that they
save on their newly increased demand charges. Customer demand
savings that are coincident with the MERALCO peak will save on
MERALCO's peak demand. If customers reduce their peak demand b
makiag end-uses that are in operation during their paak more efficient,
then some energy savings will result,

-u‘ts from the approwximately 4} susmomers thos
pilot st2=e of the program will o

232

SN20TY anzi damand sav Angs o e Lil

Table 8 Projacted
Indusinal Efficiency
Energy and Demand

Sopesfrm

Savings
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4.7.7 Streetlight Conversion Program

[5.0%% 13}
4,7.8 Load Research

Phis is a research activity, rather than a program, so there will be no
ercrgy and demand effects as a direct result of the Ioad research.
Results from the load research will be used to identify aveas wheve DSM
ean male encegy and demand savings.

ays 5 11&]
4.8 Externalities § e (ii})
This submissien does not place mongtary values on reduced external
costs, for the reasons diseussed under Avoidable Pnuironmental
Externality Cosis “on page 78. Nevertheless, Table 10 briefly
summarises the externality effects of the proposed  programs.
Programs that reduce total energy consumption will also reduce those
marginal external costs associated with each units of enexgy generated.
The residential compact fluorescent lighting prograrm ig indicated as
producing “some reduction” in peak demand because the end use is only
partly coincident with the MERALCO peak.
Program Peak Demand Total Energy  Environmental Table 10 Externality

Costs Effects of Proposed
Compact Fluorescent Lighting | Some KW Reduction Reduced Reduced Programs
Green Buildings kW Reduced Reduced Reduced
Industrial Efficiency ¥ Reduced Reduced Reduced
Industial Demonstration kW Reduced Reduced Reduced
Power Faclor Correction - . kVA Reduced Mo change Mo change
Load Factor Improvementl k' Reduced Ne change Mo change
Slreellight Conversion No change Reducad Reduced
Lead Research No change No change No change
S5(y1gé&j

4.9 Expected Costs § e (ii) & (i)

The costs outlined in this Section are the estimated costs associated
wich the implemenzation of the eight programs ovar a (WO year pe riod
{1993 and 1999). However, it does not include costs as seiafad with

grograms thae ae implsme.nue:‘l in 1998, which at:er inizial evaluadion.

A pac

- T B

4 in 1999, These cosiz will be ImeaTRora s

! e gubmitzad oz 1o endet LODL

N

»?
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4941 Program Costs

Table 11 suinmarises the cstimates of program costs for each of the
programs. A detailed breakdown of the cost estimates is given in
Section 8.2.5.

Program Staff @ Unit =Staff  + Direct =Totai Table 11 Estimated
Cost Fype Time Cost Costs Costs P Program Cosis
sol RuEl T Lo R e e e
Sel up costs - 2345 h 116 2712925 40720 313645
Adverise / promote 1000 h 100 160 GO0 500 000 600 000
Implementaltion 33577 h 24 796 406 396 590 1182 898
Maonitoring 1030 h 70 74 000 114 659 188 659
Telal . 2285300
| Grear Bulldifias Program ™. . - : I T
Semirars 1800 h a8 €0 800 200 000 260 800
Promolion 1743 h 100 174300 2 645000 2819 300
Praject Management 2976 h 100 297 600 622 760 920 360
Total 4 000 460
| Industrial Effiélericy P ‘ e AT
Warkshops / Seminars 256 625 256 625
impletnent 3200 h 145 464000 1020824 1484 824
Conlirgency - 87 072 87 072
Total 1828 §21
| indusfiat Demornstrati R :
Implerment 255 h 145 37120 3G o073 731893
Monitor & Evaleate 96 h 102 9744 31398 41 142
Reporting 144 h 121 17 400 17 400
Misceilaneous C 77 so00 5000
Contingency ’ . 13673 13 873
Total 150 408
| PowetFactor Gamection Program a R S
Pifot
implenent 1776 h 97 171636 7 680 179 316
Monitor & Evatuate 528 h 142 75000 75000
Conlingency 29152 29152
Fult Scala ;
Worksnops 225000 225400
implar::ent 22434 h 103 2315433 138240 | 2453679
Moritsr & Evalvalz 2378 n ) jsiele Racels] d 990 400
Contngaray | 257 243 357 268

Yol i 4 257 314
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4.9.1 Program Costs

Tuble 11 suivmarises the cstimates of program costs for each of the
progmams. A detailed breakdown of the cost estimates is given in
Section 8.2.5,

Program\ Staff @ Unit =8taff  + Direct =Total Table 11 Estimated
Cost iypo Time Cost Costs Costs #  Program Cosls

-GFL Prodrani::,

-

116

272925 40720 313 645

Set up cosls h

Adverise / promale 1000 h 100 100 000 500 000 600 000

impleraentation 33577 h 24 796 406 306500 | 1192996

Monitoring 1050 h 70 74 000 114 659 138 659

Total . 2 255 300
| Greeri Bulldings Prog i : DR

Seminars 1800 b 38 50800 200000

260 800
Promction 1743 h 100 174300 2645000 2519 300
Project Management 2976 h j00 297 600 622 760 920 360

Total 4 000 460

Ao . A

256 625

Workshops / Seminars 256 625
Implerent 3200 h 145 464 000 © 1020 824 1484 824
Contingency 87072 87 072

Total 1 828 521

Monitcr & Evaluate 96 h 102 9744 34 398 41 142
Reporiing 144 h 121 17 400 17.400”
Miscel'anecus ’ '5000 5060
Conlingency 13673 13 673
Total 150 408
| Power Eactar Camectio ' s ' 2
Fifot :
Workshops 37 200 37 200
Implement 1776 h 97 1716386 7 680 79 316
Maniter & Evaluate 528 h 142 75000 75 000
Coniingency 29 152 29152
Full Scate ;
Workshops 225 600 225 Qg0
Implarr 2nt 22484 h 103 2315433 138 220 2 £53 679
Merils- 2 Evoluate 2378 h 379 &Co 6Co 200 000
Centnnarsy 337 353 257 368
Tota! 5 T e

q. -.....___\__’\:_‘
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Prt Prograni: 1758737
Fell Scain

Kuy Accourlls

Warkshops 259 500 259 500
Implement 116816 h 85 1104000 733829 1 837 829
Manitor & Evaluate 16 m 25000 400 000 400 000
Consultant 374 599 374 599
Contingency 249733 249733
Othor GP

Brachures 500 h 109 50000 1360000 1 410 000
Wirkshops 1 357 000 1 357 000
Implement 13200 h 106 1395000 885724 2280724
Manilor & Evaluale 2640 h, 142 375 000 375000
Consullant h 142 271136 271136
Contingency 271138 271136
Tetal 10 845 295

4.9.2 Other Costs

Aside from the costs directly associated with programs, there are a

number of other costs associated with

Program \
Cost Type

psM Plan Preparation
Acministration
Erd Use Surveys

Staff

Time

Unils

Staif

Diract

_.. Costs  Cosits

P P

Tatal
P

Erd Usa Survey:
Analysis
05 Training Workshaps

Total

Program Evaluation
Revise psy Plan
os:4 Teaining Workshops

Total

4.10 Cost-Effectiveness Test Results

Table 12 Other (Non-
Program-Specific)
Costs

Sth

i
L)
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4.11 Bilis/Rates

tmplementation of the compact fluorescent lightiny program for five
yeary, with the energy and demand savings described, at the current
love' of NPC charges to MERALCO, and using a diseount rate of 7%
would snve the utiliby B xx,[51was] but would incur program costs and
recluced revenue totaling B yy,(S5waT) resulting in a net loss to MERALCO
ol Byz(siwiy Using a utility discount rate of d%,(sawie) a onee-off
residential tariff adjustment of odj BAWhisnwso] would recover these
losscs over the life of the projected program effects. This is indicated in
able 13.  The effect on the average annual residential bill of
imnp KWhissws would be just under B imp[8ws2] per yeat.

Year Projected — Calculated = Projected Consumption Recovered
Consumption Savings with Program Revenue
MwWh MWh Mwh 2
Once-off Taiiff Adiustment (R kWi T}
Recovered Revenue Loss 1898 present value discounted at
d%[SIW53)
1993
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
[&nwhi

Green Buildings Program
Indvstrial Efficiency Program
Induvstrial Demonstration Program
Powr Factor Correction Program
Leadt Faptar Imurovarent Program

Lrperrhighs Canveraion Program

SMi1reaj
6 e (iij}

Table 13 Revenue
and Tariif Eifects
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A12 Sensitivity Analysis Results

The programs proposed will be implemented at a pilot level in 1998,
Some are still in the [leasibility stage. . So detailed sensitivity
culeuintions were not considered appropriate for this submission.
Novertheless, the following observations on the sensitivity of the
results to soveral variables can be made.

4.12.1 Avoidable Costs

As discussed in the section on avoidable costs, the avoidable cost
axalysis is based on NPC charges to MERALCO. These charges represent
the costs in the generation system to the extent that MERALCO's load
shape represents the NPC load shape and to the extent that the energy
and demand charges represent the NPC avoidable costs of energy and
damand. MERALCO loads represent a large portion of all leads in Luzon,
s0 the MERALCO load shape is, in fact, quite coincident with the NPC
load shape for the Luzon grid.

The most likely future change in the NPC charges is that the demand
charges will increase and the energy charges will decrease. The more
c.osely the NPC charges represent the true NPC avoidable costs the more
ciosely will the results resemble those that would come from an
analysis using the actual NPC avoidable costs of energy and demand.

4.12.2 Discount Rates

Adjustment of the discount rates in the program analysis spreadsheet
and in SRC/COMPASS® show that the results are not particularly
sensitive to changes in the discount rates. The spreadsheet and
SRC/COMPASS® data files are available for examination by ERB upon
request.

4.12.3 Participation Rates

On the key cost-effectiveness test — the societal test — the programs are
nst particularly sensitive to changes in participation levels. This is
because the fixed program costs are small relative to the aggregate cost
of the DSM equipment, so the results scale quite readily over large
tanges in participation level. (sdwss)

5. FINANCIAL PLAN

5 1m

&/



MERALEO Dumadnd-Sicia Management Plan — Financial Plan 23

hiY

DS Framewerk Refarance

for ity from retailers and pay them off on Lheir MERALCO electricity
bill from the encrgy savings delivered by the lamps.

The sropesed program delivery mechanism for hoth the green buildings
and industrial efficiency programs is an ESCO. ESCOs provide a
finareinl ineentive to customers in the form of perlormance-guarantecd

shared-savings.

Phe ndustrial demonstration program has third-party incentives from
Usaly in the form of funding of high efficiency demonstration
cquipment.

The power factor improvernent program will provide financial
incentives to customers in the form of a Joan to be repaid in instalments
on the customers' monthly MERALCO bill.

Financial incentives for the load factor improvement program will be
considered is the pilot program indicates that they are reguirved by
customers to improve their load factor.

The streetlizht conversion program is an internal MERALCO progran, 50
financial incentives are not required. The load research is not a
progzam with customers, so financial incentives are not relevant.

5.2 Proposal for Cost and Revenue
Recovery

MERALCO proposes to recover program costs and net revenue losses
through small adjustments to the tariff of the customer group to whom
the programs are offered. The advantages of this approach are that:

. customers who participate in the program experience
sienificant bill savings offset by an insignificant increase due to
the tariff increase; and

. customers who don't participate in the program experience
insignificant increases in their bills; and
if this bothers them, they are free to participnie in the program
and achieve the savings.

MERALCO proposes a provisional residential automatic taritt adjusiment
of xx B/kWhE sl to recover net losses over the life of the projecred
residential CFL program effects with a presenc valus of T 22

V3t winen

discounced at ds.12mwss) This could be veviewsnd when the progran ges
irzo ull imolementacion.
1
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far famps feom vetailers and pay them off on their MERALCO electricity
bill from the energy savings delivered by the lamps.

The yroposed program delivery mechanism for both the green buildings
and industrial efficiency programs is an ESCO. [ESGOs provide a
financial incentive to customers in the form of performance-guaranteed
shared-savings.

The industeial demonstration program has third-party incentives from
Usald in the form of funding of high efficiency demonstration
eyuipment.

The power factor improvement program will provide financial
incentives to customers in the form of a loan to be repaid in instalments
on the customers’ monthly MERALCO bill.

Financial incentives for the load factor improvement program will be
considered is the pilot program indicates that they are required by
customers to improve their load factor.

The streetlight conversion program is an internal MERALCO program, so
finarcial incentives are not required. The load research is not a
program with customers, so financial incentives are not relevant.

5.2 Proposal for Cost and Revenue
Recovery

MERsLCO proposes o recover program costs and net revenue losses
through small adjustments to the tariff of the customer group to whom
the programs are offered. The advantages of this approach are that:
customers who participate in the program experience
significant bill savings offset by an insignificant increase due to
the tariff increase; and
. customers who don't participate in the program experience
insignificant increases in their bills; and

if this bothers them, they are free to participate in the program
and achieve the savings.

MERALCO proposes a provisional residential automatic tariff adjusiment
of xx HkWhisrvss) to vecover net losses over the lif2 of the projacted
residuntial CFL program effects with a present value of P mgsmvas wi
dizcounted at d¥.(2nws3) This could be reviewed whan the program
0 tul implemantation.
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[t in sumsested that adjustment of the cost recovery rate be made no
more frequently than every six months and no less frequently than
every year. More frequent adjustments would be an inefficient use of
MERALCO and ERB resources. Less frequent adjustments could cause
actual and recovered costs to diverge.

6. |MPLEMENTATION PLAN

6.1 Proposed Implementation Process

Considering the available resources, of the eight programs that have
ipitially been identified, it is proposed to undertake seven DSM
programs in the first year (1998) and the remaining program will
commence in the second year (1999). The sacond year (1999) would also
include continuation of some of the programs undertaken in 1985.
During these two years it is intended to develop a comprehensive
customer database which would be used as a resource in designing
other programs for future years.

6.1.1 Programs for 1988

Tre following programs have been scheduled to be implementad in
1998:-
Compact Fluorescent Lighting Program
. Green Buildings Program
., Industrial Efficiency Program
Industrial Demonstration Program
Power Factor Correction Program
Load Factor Improvement Program
. Streetlight Conversion Program

The Green Buildings and Industrial Pfficiency Programs will be
implemented through an ESCO. The steps involved in setting up an
ESCO has been included in the schedule. The programs will be subject
to an evaluation at the end of the year and based on the cutcomes, &
decision to coase, modify or continue the programs will be made.

6.1.2 Programs for 1999

In addizion te programs frem 1398 that condnu

4 and neeivizias are schadulad to be fmplen
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6.1.3 Programs for 2000 to 2002

Tl programas to be undertaken during this period would be dependent
on taw fowul shape and corporate objectives achieved during 1998 and
1990, It i likely to include the continuation of all or some of the witial
programs. In addition, the following programs will be considered :

- Promotion of eflicient air conditioners and other applisnces
+ Promotion of high efficiency fluorescent lamps
Promotion of high efficiency motors and variable speed drives.

6.2 Timeline Chart of Activities and
Milestones

The Gantt Charts covering tasks and milestones for each of the five
programs for 1998 and 1999 are detailed in the following sheets. The
schedules are based on obtaining Energy Regulatory Board approval by
the end of February 1998.

(i} 1ed&;]

7. MEASURING DSM PROGRAM e
RESULTS '

5¢) 2c

7.1 Monitoring

The following monitoring procedures will be adopted for each of the
programs;

7.1.1 Compact Fluorescent Lighting Program

The procedure to be adopted for this program involves the setting up of
a database of relevant information from each of the participating
custemers. The database would include the following information;

Customer name, address and electricity account number
Date and number of CFLs purchased

- Darz of first and last paymenis
Cuzzomer estimate of hours of usage/day par CFL

Caleulauon of energy and demand savinzs

Saratia ot £703 voruenad and ransons
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7.1.2 :Green Buildings Program

Thiy program is implemented through ESCOs on performance based
contracts. The saving forecasts made in the detailed energy audits for
each site will be compared with the actual savings that are achieved
after implementation

7.4.3 Industrial Efficiency Program

“he impacts of the program will be measured directly from the billing
information of the specific industrial sites where energy Ssaving
measures have been implemented. In addition, the load profiles of the
sites will be monitared continuously before and after implementation of

the measures. ‘
7.1.4 Industrial Demonstration Program

e effectiveness of the energy saving measures undertaken at the
three sites will be measured using the monitoring equipment already
ir-stalled at the sites and the subsequent billing information.

7.4.5 Power Factor Correction Program

This program is implemented through contractors on performance
pased contracts and will be compensated based on measured results..
The saving forecasts made in the assessments for each site will be
compared with the actual savings that are achieved after installation of
capacitor banks.

71.6 Load Factor Improvement Program

The -status of the adopted load factor improvement measures will be
monitored through regular telephone interviews and site visits of
program participants. In addition, monitoring of monthly energy and
demand data from meter and billing records will be undertaken.
Participants will be requested to submit reports on adopted measures.

7.1.7 Streetlight Conversion Program

This program has already commenced and the number of recrofits
u~dertaken each menth will be recordad.

7.1.8 Load Research
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7.2 Evaluation

All proposed progéams will be evaluated wpon completion, except in the
citse of the CFL Program which would be also evaluated midway whan
any revisions to program delivery would be made. As required by the
Ds¥ Framework the programs will be subject to an annual evaluation
hased on the methodology outlined in Section 4.

8. APPENDICES

5(i}tc
8.1 Forecast 5()2a&b
8.1.1 Historical and Projected Data
Year Residential Commercial  Industrial  Streotiight Total ~ Table 14 Historical
1987 1528 695 159 407 3972 3174 | 1695248 ¢ Projected
1988 1584028 169 320 4003 3265| 1760616  Customer Counts
1939 1857 183 180 538 4390 3448 | 1839558
1997 1728820 185 245 10 439 3395} 1927899
1991 1818 553 182 525 11 144 3007 | 2025319
1992 1935736 201 384 11 099 3362 | 2151 581
1993 2072 642 208 159 11718 3562 | 2297082
1994 2234 952 226 889 12246 3789 2475976
1995 2 406 959 237 576 12 935 404a ) 2661515
1996 [ase) 2 596 637 255 640 13 073 4132 | 2889532
1987 2 822 007 2635 849 13 367 4303 | 3106 526
1558 2877716 276228 13 769 4396 | 3472109
1599 2932 596 282 201 14 214 4487 | 3233498
2000 2987 251 289150 14 702 4573 | 3235681
2001 3 040 $65 296 253 15247 4657 [ 3357103
2002 3093737 304 191 15 765 4755 | 13418 443
2003 3145 542 312310 16342 agi1| 3479035
2004 3196 208 320 675 16 655 4935 3538 864
2605 3245054 329313 17610 5008 | 3597985
2005 37294 458 333 225 13 311 5083 | 13556082
2007 1322013 347 475 19059 5157 | 3713715
2003 3328 133 157 055 16 852 | 3770am
2205 3432353 325 982 20753 1322 332
212 3476 377332 1330522
> 2505 7 ;1831401

T RS
[V
i
w
S
3
w0
[+

-
1
\




i

MenALCa Oasmand-Sithy M;m.lqw‘r;e;! Plan — Appandicas

Pl

v
{

~

e
- ‘--: 43

DSM Framewori Reference

Your Resldential Commercial  Industrial Strestlight Total -
1997 L 30449 20318 2768.6 826 B B27.8
1993 1326.5 3358.7 35534 85.9 40 322.5
1919 34150 3658.7 38904 88.0 11 052.1
190 35931 38133 4 069.0 90.0 11 565.4
1991 37536 3750.8 4 335.1 a1.9 11 931.4
1992 39408 38158 4430.4 924 12279.4
1993 40281 37818 43330 106.8 12 250.7
1974 4 652.4 4747.0 50482 107.4 14 555.1
1995 5293.8 5140.3 53272 115.3 15 876.4
19496 {base) 5975.8 5 805.1 5900.2 ° 120.4 17 8104
1997 6 484.9 653351 6179.6 122.8 {91224
1938 6 956.7 6 835.4 6 798.2 125.0 207153
1929 7 537.4 74089 73923 127.2 22 465.8
2000 8 188.7 3058.4 8026.8 1254 24 403.3
20Mm 88357 87384 §73t.7 1316 25 487.4
2022 9636.2 9 4684 956133 133.7 287516
2033 10 330.1 10 240.7 10 521.1 135.7 312276
2004 11051.2 11 100.5 116208 137.8 339104
2005 11 808.5 12 0591 12 824.7 139.8 36 8321
2006 128115 13113.8 14 146.4 141.7 40 013.4
2007 13 465.1 14 2768 15 593.0 143.6 43 478.5
2008 i4 370.4 15 559.0 17 1761 145.4 47 250.9
2609 15 330.4 15 972.1 18 908.5 1472 51358.2
2010 16 364.0 18 507.7 20 808.8 149.0 55 828.6
2811 17 449.1 202M.3 22 887.7 150.5 60 688.6

Year o Peak Load (MW) Growth rate

1987 14823

1988 2072

1989 2225

1880 2159

1991 2350

1992 2 386

1993 2328

1664 2695

18535 2901

1995 (base) 3222

1597 3346

1653 3324

§
L)

D,

PR

Table 15 Historical
and Prajected Energy
Sales (GYh)

Table 18 Historical
and Projected Peak
Load
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2G04 6053 8.3%
2005 5 556 8.3%
2006 7100 8.3%
2007 7638 8.3%
2008 8324 8.3%
2009 5011 8.3%
2010 G753 8.3%
2011 10 554 8.2%
Yed Sales Growth Haie by Cuslomer Ciass {%lyr) fola ax Ta':;’e 17 - Forecast
Residential | Commercial | Indusinat Cthar TT83e5 | " Démand Seigs and Demand
N MWy Growth Rale
[ggu
T9gy Eh% 0.2% 5% 0% 74% TTI001% T
L1 T3 7% T0.0% TE% 3% 8%
TTogeT | 83% B4% 37% 1.8% 85% T8%
20007 88% Bo% BE% T7% B.6% 79%
Q07 a5% TAR B8% 1.7% 8.5% 7.8%
2002 8.3% B4R 0% 16% B5% 7.9%
007 T2% 5 TU06% T5% BB% I a0% T}
2007 70% 4% T0:5% 5% 86% [ 83%
2005 B9% 35% 10.4% T.5% B6% B3%
2005 [ g% 0% 13% 8H% 8.3%
pin 5% 95% 10.2% T.3% 8T7% ST
2008 6.7% 0% 029 T.3% A Ba%
| 200¢F 6.7% 1% 101% 12% 87% | EImTT
20Tt 5.7% TO0% T01% 2% 7% 83%
2T 8.5% 9% TU0% 1.0% B7% F: 8579
Table 18 - Forecast
Yedr jGrowtn Rate (%) Total Customer Growth
Residential | Cemmercial | Industnal Cther e i
~——-—|  Reale by Customer
1355 Cless
1957 57% 1A%
1958 L% 5%
959 T3% 22%
2000 T5% Z5%
2007 T8% 5%
2002 17% 2%
2603 7% Z7%
2004 T6% 7%
2005 1.6% 2.7%
2003 T.5% 27%
2007 1.4% 2.7%
2003 1.4% Z.8%
e E) A% 2.8%
M 7 LA
AR 1. 7% ' Z2.3%
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8.1.2 Forecast Models

8.1.3 Forecast Methodologies

8.1.4 Forecast Assumptions

8.1.5 Alternative Forecasts ' 6 d (if)-(v)

8.2 Dsm Options

(S5W39)
8.2.4 Data and Assumptions used in Option Analysis ifj)2e
& & {i)-{ii})
6f
8.2.2 Options rejected 5()2d
8.2.3 Model Used in Analysis 5{}2g
6g
8.2.4 Optimisation by the Cost Effectiveness Test 6(l)

Perspectives

8.2.5 Breakdown of Program Costs
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1sIw1Parhaps we could use a positive expression here, such as “"encourage
customer loyalty” rather than the negative expression “discowrage seif
generation”,

t "

- 7
{sdw¥)Include 10 year historical data on the graph fo give context. Will energy
sales really grow exponentially for ever? I assume that this is the official
MERALCO forecast, so use it, but be prepared to defend it under questioning from
crp!

T
[SAV3}We have used this genmerie paragraph in all of the four case study
submissions, Are you happy with it?

11
(84w4]I wrote an introductory paragraph, and edited the text to tighten it up a
little bit. Please check over it!

21
(sJw5]This is perhaps a bit disingenuous! You can think of the naw rate
structure as providing everyone with “incentives” for a low load factor, but in
reality the customers that we are talking about here — whose bills WILL GO UP
if they do nothing — will first be trying to avoid a penalty rather than to avail
themselves of an incentive!

24
[snwelYou have listed the customer groups who do not need the program. It
would be a good idea to list those that DO need the program. Put them in
priority order starting with the lowest load factor groups.

27
(s7w7j Do you want to mention the [PP?

25
[snwe)| Make sure that this is correct!

. 23

{sswo) Check that these NPC aveidable costs are correct.

as
[STW1D] Make sure that this note is right.

29

[BJW11] JOSEPH: summarise the results of the SRC/COMPASS* technology
analysis here. [ have included the numbers from one of the other case study
utilities. CHANGE these numebrs to the ones that you ure using and CHECK
that the result matches the SRC/COMPASS tachnologr analysis'l!

L] 1
[EFRS R Insert the correce rmsult hers,
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29
1SIWLY {nsert the correct result here.
29
15W14) Insert the correct result nere.
29
{S1w1s] Insert the correct result here.
a0
{SIW16) CHECK that these numbers match yours, CHANGE if necessary.
30
[SIWL7) CHECK that these numbers match yours. CHANGE if necessary.
30
[SJW18] Insert the value here for (MERALCO purchases minus MERALCO
consumption} divided by MERALCO consumption.
30
[sdW19] Insert the value here.
30
[STW20) Insert the calculated value here.
30
(sJwzL) CHANGE this if you used a different assumption.
31
[sw22) ... and here.
. 31
(SJW23] Say what the price is based on.
31
[SIw24) Need to make the discount rates consistent.
31
(STW23) Make sure vou attach them!
31
[5TWw26] If you have any sort of technology-level cost-effectiveness analysis,

include it here. or example, if you have the full instalted cost of capacity banks
per kW of lead, and the savings associated with an increment of improvement in
power factor, you may be able to indicatz the range of power factors where
capacitor banks would be cost-effective.

a2
[SAvaT) JOSEPH, ANNIE, ean you drop the cost-gifectivaness analyas for
this program in this form here? Includz a summary wrice-up oz the froar

-4

[EIERE Dyt the valuas in hars
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33
DAL Put the values in here.

33
18.1w0f [nsert the value here for (MERALCO purchases minus MERALCO
vonsumption) divided by MERALGCO consumption.

33
[ERVRH] [nsert the value here.

32
(8w Insert the number of years life of the Jamps here.

33
[SFWas] Insert the calculated value here.

33
(S.V3) Say what the price is based on.

33
[SJW33) Say what the price is based on.

34
I55w36) - JOSEPH to find eligible market using residential survey results as
discussed.

34
(8JWaT) ] have made a start, Can you finish a paragraph about the number

of customers in the target group (>1MW) and how many are projected to
participate in the pilot (and in the full program if possible).

KH]
[sTW3a) RON: paste in the table from your document
DSM_277:\load_f\lolfprog.doc. I don't think that we have an electrenic copy of
this. Our print out is labelled 11/26/97.

33
(SIW39) ANNIE I think we have the numbers for this, but 1 den't think we.
have them electronically. Could you pastz the numbers for total number of
street lizhts to be converted in here please?

33
[SW450) JOSEPH, fill in this table with the $RC/COMPASS? results.
- - ')‘B
{8Ww41) EARL: is this OK? Or have you deveioped decailed estumaies of
participation and energy and demand savings?
35

[EArE]] EARL: complete the numbers in this paragraph amd in tha table
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37
(G4 RON: Perhaps summarize the results here. Is this data included in
the fMt / USAID dosuments? Make sure you attach them!

- - a7
[5JW] Help out a poor mechanical engineer: Is “apparent power the
correct term for the vector sum of active and reactive power, Le. the hypotenuse
of the power triangle?

38
{5JW43] ANNIE [ think we have the numbers for this, but I don't think we
have them electronically. Could you paste the numbers for total energy suvings
in here please?

41
(BIWas) The reduced supply costs value gees here — it is equal to the present
value of the energy and demand savings with the allowance for losses multiplied
by the avoidable cost.

41

(sJw4T) The present value of the gross revenug loss plus the program costs
goes here.

41
[STwW3) xx minus yy goes here.

a1
[SJW49) Put the discount rate you are using here.

41
{SJW50) Put the SRC/COMPASS® tariff impact here.

4]
[SNW51] Put the average MERALCO bill in kWh here.

41

[5JW52) Multiply the average residential MERALCO bill by the tariff impact
and put it here.

41
{SIW353) Put the utility discount rate here.

41
[ANEH] I think we should say here that these programs are either:

pilot programs {green buildings, industrial efficiency, industrial demonstration
and power factor correction programs) which will have 4 negligible impact on
rates and that the full program impact on rates will be assessed and submitzed
1o ERB using the pilot program results; or

have a positive effact on bills and razes — [ ¢hi
lead factor imorovemens program beciuse 4 €

LaI THlS 15 Lht3 CoTrrect i
sromar wihur reduges o MELLLIC-

oaak ceineident kW saves P 195 bus MTRALCG saves © 290 on thew NPT bilk.
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41
[5W33) Joseph, my back-of-the envelope analysis shows this, but we chould
perhaps check this in SRC/COMPASSE,

] <13

[S.TW36] Put the tariff impact value in here,

i3
[SIWaT| put the net revenue loss vaiue in here.

43
[SIWw33] Put the correct discount rate in here.

a0

[SJW30] Put the long list, the screening process and the results here.
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TREASURER’S CERTIFICATION

I, Anjanette T. Dy Buncio of legal age, Filipino and with office addres
Tower International, 6813 Ayala Ave., Cor. HV Dela Costa St., Saicedo Village Makati | C1ty
after being sworn in accordance with [aw hereby certify that: !

1. I am the Treasurer of Panay Energy Development Corporation (the “Corporatlo i
corporation duly organized and existing under and by virtue of the laws of the Repubhc of
the Philippines under SEC Certificate of Registration No. CS200901912 with the pnnlclpal
office address at Brgy. Ingore, La Paz, lloilo City. I

2. The Financial Statement (“F/S”) disk submitted contains the exact data stated in the lhard
copies of the F/S of the Corporation. ‘

|
3. Iam executing this certification to attest to the truth of the foregoing and in comphancelwnh
the reportorial requirements of the SEC.

2 L0
WITNESS MY HAND on this daﬂ%‘i‘ 2016 at City of Makati City.

Anjanette T. Dv Buncio ‘
Treasurer 1

|

SUBSCRIBED AND SWORN tobeforemeonthis  dayof 2016 at City of
Makati, Affiant exhibit to me his Passport with No EB7241397 issued on 25 Jamlary 2013
and valid until 24 January 2018 at Manila. i

Doc. No. !
PageNo. i
Book No. i
Series of 2016. i
mwm' p ‘
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Enlightening Lives.Empowering Progress.

CORPORATE OFFICE I

22nd Floor, GT Tower Inlemational, 6813 Ayala Avenue comer H.V. Dela Costa S1. Sakcedo Village 1227 Makati City Philippines
Tek {632) 464-1600 | Fax: (632) 464-1629
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Brgy.Ingare, La Paz, lloilo City 500
@ Panay En«tgy Development Corporai.wn Tel. (63) (33) 333 2001
(63) (33) 32 272
A GO Company Fax (G3) (33)3 fé& fm“;‘

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Panay Energy Development Corporation is responsible for the preparation and fair
presentation of the financial statements as at December 31, 2015 and 2014, and for the years then ended,
including the additional components attached therein:

a. Schedule of all the effective standards and interpretations as of reporting date

in accordance with Philippine Financial Reporting Standards. This responsibility includes designing and
implementing internal controls relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error, selecting and applying appropriate
accounting policies, and making accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial statements and submits the same to the
stockholders.

Sycip Gorres Velayo & Co., the independent auditors, appointed by the stockholders has exarmned the
financial statements of the company in accordance the Philippine Standards on Auditing, and in ltls report to
the stockholders or members, has expressed its opinion on the faimess of presentation upon completion of
such examination.

PANAY ENERGY DEVELOPMENT CORPORATION :

\ f
MR. CIS C.&{BASTIAN |

Chairman \

A\

P

MR. RO 0O T. BACANI

President

MS. ANJANETTE T. DY BUNCIO

Treasurer i

Signed this E;th day of Eﬁ ., 2016

Enlightening Lives.Empowering Progress.
CORPORATE OFFICE
22nd Floor, GT Tower Internalional, 6813 &yala Avenue comer H.V. Defa Costa St. Salozdo Village 1227 Makati Cily Ph!!pplnes
Tel: {532) 454-1600 § Fax: {632) 464-1629
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COVER SHEET
for
AUDITED FINANCIAL STATEMENTS
SEC Registration Number |
C|S{2|{0(0]9 119|1|2
COMPANY NAME
PIAINJA|Y E(N|E|R|G|Y VIE|L|O|P N|T C|O|R(P|O
RIA|T{I|O[N (Al [WIH[O Y WiN|E UB|S|I I
AIR|Y! |O P|AINJAY W EIR{ |H|O|LID|I|N|G|S{ |c|o
R|PIO|R|AIT|I|O|N|)

PRINCIPAL OFFICE ( No. / Slree!/ Barangay / City/ Town / Province )

Bla[R[a[N]6[a]v] [1]N[c[o[R[E[,] [r[a] [e[alz[,] [1]L

ofx[t] -

0 CII|T|Y

Formn Type Degartment requiring the report Secondary License Type, If Applicable

AlAIF|S SIE|C Ni/|A
[ COMPANY INFORMATION §
Comgany’s Email Address Company's Telephone Number/s Mabile Number ;
N/A (02) 818-5931 N/A

No. of Stockholders Annual Meeting (Month/Day) Fiscal Year {Month/Day)

6 04/16 12/31
CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation
Name of Contact Person Email Address Telephone Number/s Mobllle Number
Atty. Amanda R. Abrera-Bengson Amanda.Bengson@globalpower.com.ph {02) 464-1600 ‘I:WA

Contact Person's Address

|

22nd Floor, GT Tower International 6813 Ayala Avenue corner H.V. Dela Costa St. Makatfi City

NOTE 1 : in case of dealh, resignation or cessation of office of the officer designaled as confast person, such Inciden! shall be 'reparted lo the

Commission within thirty (30) calentler days from the occurrence thereof with informalion and complete confact detels of lhe new :wnfacr persan

designaled.

2: All Boxes must be propery and completely filed-up. Feilure lo do so shall cause the delay

the Commission andfor non-receipt of Nolice
liability for its deficlencies.

in updaling the oorporatfon!'s records wilh

of Deficiencies.  Further, non-receipt of Notice of Deficlencles shall not excuse the comoration from
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SGV SyCip Gomes Velaya & Co,  Tel: (632) 891 0307 BOA/PRC Reg. No. 0001,

?760 ayT(IanAanue Fax: (632) 819 0B72 December 14, 2015, valld until December 31
228 Makati Clly ey.com/ph SEC Accreditation No. 0012-FR-4 {Group A),
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Panay Energy Development Corporation
Barangay Ingore, La Paz

Iloilo City

i

|
Report on the Financial Statements '
We have audited the accompanying financial statements of Panay Energy Development Cor;;oratlon
(a wholly owned subsidiary of Panay Power Holdings Corporation), which comprise the stat!ements of
financial position as at December 31, 2015 and 2014, and the statements of comprehensive income,
statements of changes in equity and statements of cash flows for the years then ended, and a !surnrnary
of significant accounting policies and other explanatory information, i
i
Management’s Responsibility for the Financial Statements
!
Management is responsible for the preparation and fair presentation of these financial statemints in
accordance with Philippine Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.! We

conducted our audits in aceordance with Philippine Standards on Auditing. Those standardsirequire
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and diselosures
in the financial statements. The procedures selected depend on the auditor’s judgment, 1ncludmg the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well a as
evaluating the overall presentation of the financial statements. ;
We believe that the audit evidence we have obtained is sufficient and appropriate to prov1de a basis for
our audit opinion. :
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Panay Energy Development Corporation as at December 31, 2015 and 2014, and its financial
performance and its cash flows for the years then ended in accordance with Phll;ppme Financial
Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulations 15—2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statexlnents
taken as a whole. The supplementary information required under Revenue Regulations 15-2010 in
Note 24 to the financial statements is presented for purposes of filing with the Bureau of Internal
Revenue and is not a required part of the basic financial statements, Such information is the
responsibility of the management of Panay Energy Development Corporation. The information has
been subjected to the auditing procedures applied in our audit of the basic financial statements. In our
opinion, the information is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

SYCIP GORRES VELAYO & CO.

hAn ¢ litla

John T. Villa

Partner

CPA Certificate No. 94065

SEC Accreditation No. 0783-AR-2 (Group A),
May 1, 2015, valid until April 30, 2018

Tax Identification No. 901-617-005

BIR Accreditation No. 08-001998-76-2015,
February 27, 2015, valid until February 26, 2013

PTR No. 5321708, January 4, 2016, Makati City

February 17, 2016
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PANAY ENERGY DEVELOPMENT CORPORATION
(A Wholly Owned Subsidiary of Panay Power Holdings Corporation)
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STATEMENTS OF FINANCIAL POSITION
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Decemher 31
2015 i 2014
ASSETS I
Current Assets I
Cash and cash equivalents (Notes 4 and 20) $7,320,584,356  $5,213,433,401
Receivables (Notes 5, 17 and 20) 1,440,342,943 1,509,575,773
Inventories (Note 6) 283,310,831 197,126,272
Advances to suppliers and contractors 32,737,511 32,453,026
Prepaid expenses and other current assets (Note 7) 634,716,597 196,155,346
Total Current Assets 9,711,692,238 7,148,743,818
Noncurrent Assets !
Property, plant and equipment (Note 8) 21,120,669,923  14,587,500,277
Deferred income tax assets - net (Note 19) 16,392,660 16,961,059
Other noncurrent assets (Notes 9 and 20) 366,639,609 465,642,661
Total Noncurrent Assets 21,503,702,192  15,070,103,997
1
TOTAL ASSETS $31,215,394,430 B22.21 8|,847,8 15
i
LIABILITIES AND EQUITY I
Current Liabilities
Accounts payable and accrued expenses (Notes 10 and 20) P2,126,595,472  P1,043,916,518
Dividends payable (Note 18) 1,200,000,000 1,100,000,000
Due to related parties (Notes 17 and 20) 2,249,513 2,762,778
Current portion of long-term loans payable (Notes 11 and 20) 1,053,799,568 1,052,803,759
Total Current Liabilities 4,382,644,553 3,199,483,055
Noncurrent Liabilities i
Long-term loans payable - net (Wotes 11 and 20) 15,231,109,679 9, 465 950,352
Retirement benefit obligation (Note 14) 95,557,546 1 17 604,813
Provisions (Note 12) 275,755,715 296 269,590
Total Noncurrent Liabilities 15,602,422,940  9,879,824,755
Total Liabilities 19.985,067,493  13,079,307,810
Equity (Notes 1 and 18) 5
Capital stock, 8100 par value i
Autherized - 15,000,000 shares
Issued - 15,000,000 shares in 2015
and 8,129,000 shares in 2014 1,500,000,000 812,500,000
Additional paid-in capital 9,471,100,000 5,187,100,000
Deposits for future stock subscription - 3,000,000,000
Other comprehensive loss (2,292,722) (35,550,369)
Retained earnings 261,519,659 175,090,374
Total Equity 11,230,326,937 9,139,540,005
i
TOTAL LIABILITIES AND EQUITY £31,215,394,430 $£22218,847,815
) TR i O LT VLN 1l L”l"-"f""\“ It ]

See accompanying Notes to Financial Statemen sh
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PANAY ENERGY DEVELOFMENT CORPORATION E \
(A Wholly Owned Subsidiary of Panay Power Holdings Corporation)
STATEMENTS OF COMPREHENSIVE INCOME
Years Ended December 31
2015 2014

NET FEES (Note 1)

$6,179,311,106  $6,427,110,232

COSTS AND EXPENSES i
Power plant operations and maintenance costs (Note 13) 2,483,445223  2,579,794,509
Depreciation (Note 8) 614,839,758 614,023,503
Taxes and licenses 290,628,011 204 592.678
Qutside services 224,409,409 256 074,268
Personnel costs (Note 14) 163,444,536 142 331,081
Provision for other liabilities 68,617,544 64 478,071
Insurance 50,365,324 48,210,315
Provision for doubtful accounts (Notes 5 and 9) 34,365,701 171!,23 0,440
Travel and representation 20,793,672 18,749,695
Professional fees 4,918,227 4 502,400
Telecommunication and postage 3,528,567 3 467,250
Supplies 2,131,659 1{ 599,410
Rent and utilities 328,850 1977,273
Others 44,431,519 34,461,039
4,006,248,000 4,144,491 932
FINANCE COSTS - net (Note 15) 972,955,347  1,082,329,232
OTHER INCOME - net (Note 16) 72,636,648 8!,788,966
INCOME BEFORE INCOME TAX 1,272,744.,407 1,209;,078,034
PROVISION FOR (BENEFIT FROM) DEFERRED [
INCOME TAX (Note 19) (13,684,878) 68,030,592
NET INCOME 1,286,429,285 1,141!,047,442
OTHER COMPREHENSIVE INCOME (LOSS) l
Other comprehensive income (Ioss) not to be reclassified to ’
profit or loss in subsequent periods: [
Remeasurement income (loss) on retirement benefits, |
net of deferred income tax (Note 14) 33,257,647 (27,604,199)

TOTAL COMPREHENSIVE INCOME

£1,319,686,932 21,1 13!,443 243

See accompanying Noles to Financial Statements,
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PANAY ENERGY DEVELOPMENT CORPORATION
(A Wholly Owned Subsidiary of Panay Power Holdings Corporation)

STATEMENTS OF CASH FLOWS

Years Ended December 31
2015 | 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax R1,272,744, 407 21,209,078,034
Adjustments for:
Interest expense (Note 11) 1,016,676,877 1,124,380,629
" Depreciation (Note 8) 614,839,758 614,023,503
Provision for other liabilities 68,617,544 64,478,071
Provision for doubtful accounts (Note 5) 34,365,701 171,230,440
Retirement benefit expense (Note 14) 29,166,143 14 ,060,069
Amortization of deferred financing cost (Note 11) 19,841,021 20 867,006
Accretion of decommissioning liability (Notes 12 and 15) 1,652,098 1!,597,070
Interest income (Note 15) (56,883,425 (35,894,952)
Net unrealized foreign exchange gain (18,980,368) (6|,700,321)
Adjustment on discount on long-term recewables |
(Notes 9 and 15) (8,331,224) (28,620,521)
Gain on disposal of property and equipment
(Notes 8 and 16) (183,483) (36,870)
Operating income before working capital changes 2,973,525,049  3,148,462,158
Decrease (increase) in: ;
Receivables 124,600,203 42,855,149
Prepaid expenses and other current assets (438,561,251) 226,042,109
Inventories (86,184,559} 86,210,139
Advances to suppliers and contractors (284,485) i -
Increase (decrease) in: |
Accounts payable and accrued expenses (Note 23) 40,679,344 (100 369,270}
Provisions (75,904,097) 12 135,409
Net cash flows from operations 2,537,870,704 3,415,335,694
Interest received 69,985,963 36,074,716
Interest paid (1,185,463,371)  (1,147,373,232)
Contribution to the retirement fund (Note 14) (3,247,057) -
Benefits paid (Note 14) (455,429) —~
Net cash flows from operating activities 1,418.690,810  2,304,037,178
CASH FLOWS FROM INVESTING ACTIVITIES !
Collection from financial assistance to PECO (Note 9) 28,000,000 28,000,000
Proceeds from disposal of property and equipment (Note 8) 719,941 | 574,106
Additions to property, plant and equipment (Notes 8, 21 and 23)  (5,988,846,929) (1,725,685,330)
Decrease (increase) in other noncurrent assets (2,100,379) | 890,435
Net cash flows used in investing activities (5,962,227,367) ( 1,696,220,789)

(Forward)
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Years Ended December 31
2015 2014
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt (Note 11) £7,000,000,000 o
Additional deposits for future stock subscription (Note 13) 1,971,100,000 3,00q,000,000
Payments of: ;
Cash dividends (Note 18) (1,100,000,000) (1,200,000,000)
Long-term debt (Note 11) (1,072,941,177)  (1,072,941,176)
Financing cost (Note 11) (180,744,708) -
Increase (decrease) in due to related parties (513,265) 165,244
Net cash flows from financing activities 6,616,900,850 727.224,068
EFFECT OF EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS 33,786,662 6,700,321
|
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,107,150,955 1,341,740,778
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR S5,213,433,401 3,871,692,623
CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 4) R7,320,584,356 ?5,213|,433,401

See accompanying Notes to Financial Statements.
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PANAY ENERGY DEVELOFMENT CORPORATION

® o
AR

(A Wholly Owned Subsidiary of Panay Power Holdings Corporation)

NOTES TO FINANCIAL STATEMENTS

1.

Corporate Information

Panay Energy Development Corporation (PEDC or the Company) was registered with the
Philippine Securities and Exchange Commission (SEC) on February 27, 2009, pnmarlly to carry
on the general business of generating power, derived from coal, fossil fuel, geothermal, nuelear,
natural gas, hydroelectric and other viable sources of power, for lighting and power purposes and
whole selling the electric power to the National Power Corporation, private electric cooperatives,
and for the carrying on of all business incident hereto, including but not limited to the sale of the
by-products of power generation, e.g. stream, water, etc., to acquire, build, construct, own
maintain, and operate all necessary and convenient bulldmgs structures, dams, machmery, sub-
stations, transmission lines, poIes wires, and other things and devices, to acquire and hold water
and flowage rights and to acquire, lease hold, occupy, or use land rights of way and easement
therein, and to purchase and/or import raw materials, equipment and spare parts to be used for its
business as power generator. !

The Company owns and operates a 2x82 MW clean coal power plant complex in La Paz, Toilo
City. It is expanding its existing operations through the construction of a 1x150 MW clean coal

plant.

The Company is a wholly owned subsidiary of Panay Power Holdings Corporation (PPHC).
PPHC is 89.30% owned by Global Business Power Corporation (GBPC), 8.00% owned by La
Filipina Uy Gongco Corporation (LFUGC) and 2.70% owned by Delta Pi Limited (DPL). As of
December 31, 2015, GBPC is 4.73% owned by First Metro Investment Corp. (FMIC), 22.00%
owned by Meralco PowerGen Corporation (MGen), 22.00% owned by Orix P & E Philigpines
Corporation (Orix P&E) and 51.27% owned by GT Capital Holdings, Inc. (GT Capital, the
ultimate parent company). i

!

On February 25, 2010, GBPC assigned its rights and obligations under the construction contracts,
among others, to the Company by way of an Assignment and Assumption Agreement, |

The Company was registered with the Board of Investments (BOI) under the provisions of the
Omnibus Investments Code as a new operator of 2x82 MW clean coal-fired power generhtion
plant in Panay under BOI registration number 2008-171 granted on July 24, 2008, initially under
the name of GBPC. It has been transferred under the Company’s name upon its incorporation.
Under the terms of its registration, the Company is subject to certain requirements, pnncnpally {a)
that the Company should start operations in December 2011, (b) that the Company shoultj increase
its capital stock to at least £4,450.00 million and (c) that the Company should secure a Ct;‘:rtiﬁcate
of Compliance (COC) from Energy Regulatory Commission (ERC) prior to the start of its
commercial operations. The Company’s paid-up capital amounted to 10,971.10 million and
$6,000.00 million as of December 31, 2015 and 2014, respectively. '

i

The Company has an additional registration with BOI as expanding operator of 150 MWicoal-
fired power plant under BOI registration number 2014-110 granted on July 22, 2014,
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The Company is entitled to several incentives including an Income Tax Heliday (ITH) for six
years from March 31, 2011, or actual start of commercial operations, whichever is earlier but in no
case earlier than the date of registration. Incentive granted to the 1x150 MW expansion iis for3
years. i

i
PEDC entered into various Electric Power Purchase Agreements (EPPAs) with Iloilo I E’!lectric
Cooperative, Inc. (ILECO-1), Iloilo II Electric Cooperative, Inc. (ILECO-2), lloilo III Electric
Cooperative, Inc. (ILECO-3), Panay Electric Company (PECO), Aklan Electric Coopera'tive, Inc.
(AKELCO), Capiz Electric Cooperative, Inc. (CAPELCO) and Antique Eleciric Cooperzfltive, Inc.
(ANTECO). These agreements provide for, among others, the agreed minimum supply levels and
electricity fees, denominated in Philippine peso, and payment of fees/penalty or liquidatéd
damages in the event of termination of agreement under certain circumstances, and the recovery of
any costs incurred as a result of change in circumstances including change in any laws or
regulations of the Philippines, among others, from PEDC’s customers.

Under the EPPAs, PEDC is committed to supply electricity during a 25-year cooperation period
which shall commence on commercial operations date, which occurred on March 26, 2011, In the
case of ILECO I the cooperation period began on April 26, 2011,

PEDC declared commercial operations for its 2x82MW generating units on March 26, 2011.

Philippine Phosphate Fertilizer Corporation (PHILPHOS)
The Company entered into an agreement with PHILPHOS for a contracted capacity of 4.|0 MW,
Starting January 2012, the Company billed PHILPHOS for energy supplied. However, in 2014, no
sale of energy was recognized for PHILPHOS due to its rehabilitation caused by Typhooln
Yolanda, Under the provisions of the supply agreement with PHILPHOS, the contract rr{ay be
suspended due to the occurrence of a force majeure event subject to an extension equivafent to the
number of days of the suspension. In 2015, the Company resumed to deliver power to

PHILPHOS but based on the reduced minimum energy off-takes as agreed with the customer.

The Company recognized net fees amounting to £6,179.31 million and 6,427.11 mil]ioxil, net of
discount of #21.50 million and £14.42 million for the years ended December 31, 2015 and 2014,
respectively. i
In 2014, the Company started the construction of its expansion project (the Project) in its: existing
Panay Coal Plant Facility located in Iloilo City. The Project is related to designing, developing,
procuring, constructing, operating and maintaining a 1x150 MW gross Circulating Fluidized Bed
(CFB) coal-fired power plant. The construction is expected to be completed in 2016, |

The registered principal office address of the Company is Brgy. Ingore, La Paz, Iloilo City.

The financial statements of the Company as of and for the years ended December 31, 2015 and
2014 were authorized for issue by the Board of Directors (BOD) on February 17, 2016.

Basis of Preparation, Statement of Compliance and Summary of Significant Accounting
Policies

Basis of Preparation
The accompanying financial statements have been prepared under the historical cost basiis. The
financial statements are presented in Philippine peso (B), which is the Company’s functional
currency. All values are rounded to the nearest peso except when otherwise indicated.
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Statement of Compliance
The financial statements of the Company have been prepared in accordance with Philippine

Financial Reporting Standards (PFRS).

Changes in Accounting Policies and Disclosures
New and Amended Standards and Interpretations and Improved PFRS Adopted in

Calendar Year 2015
The accounting policies adopted are consistent with those of the previous financial year, except for
the adoption of the following amended standards and improved PFRS which the Company has
adopted starting January 1, 2015. Unless otherwise indicated, the adoption did not have any
significant impact on the financlal statements of the Company.

Amendments to Philippine Accounting Standards (PAS) 19, Employee Benefits - Defined
Benefit Plans: Employee Contributions
PAS 19 requires an entity to consider contributions from employees or third parties wher
accounting for defined benefit plans. Where the contributions are linked to service, they should be
attributed to periods of service as a negative benefit. These amendments clanfy that, if the amount
of the contributions is independent of the number of years of service, an entity is permntted to
recognize such contributions as a reduction in the service cost in the perxod in which the service is
rendered, instead of allocating the contributions to the periods of service.

Improvements to PFRS
The Annual Improvements to PFRS contains non-urgent but necessary amendments to the

following standards: ]

L

2010-2012 Cycle

s PERS 2, Share-based Payment - Definition of Vesting Condition

» PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination

» PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconcdmtzon of
the Total of the Reportable Segmenis’ Assefs to the Entity’s Assets |

o PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revalum:'ion
Method - Proportionate Restatement of Accamulated Depreciation and Amortization

o PAS 24, Related Party Disclosures - Key Management Personnel

2011-2013 Cycle

» PERS 3, Business Combinations - Scope Exceptions for Joint Arrangements

o PFRS 13, Fair Value Measurement - Portfolio Exception

» PAS 40, Investment Property !

i

New Accounting Standards, Interpretations and Amendments Effective Subsequent! to
December 31, 2015

The Company will adopt the standards and interpretations enumerated below when these|become

effective. Except as otherwise indicated, the Company does not expect the adoption of these new

and amended standards to have a significant impact on the Company’s financial statements.
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Effective in 2016: !
i
Amendments to PAS 16, Property, Plant and Equipment, and PAS 38, Intangible As.sgets -
Clarification of Acceptable Methods of Depreciation and Amortization
The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a paftern of
economic benefits that are generated from operating a business {of which the asset is part) rather
than the economic benefits that are consumed through use of the asset. As a result, a revenue-
based method cannot be used to depreciate property, plant and equipment and may only be used in
very limited circumstances to amortize intangible assets. The amendments are effective
prospectively for annual periods beginning on or after January 1, 2016, with early adoptlon
permitted. |

Amendments to PAS 16, Property, Plant and Equipment, and PAS 41 » Agriculture - Bearer
Plants

The amendments change the accounting requirements for biological assets that meet the def' nition

of bearer plants. Under the amendments, biological assets that meet the definition of bearer plants

will no longer be within the scope of PAS 41, Instead, PAS 16 will apply. After initial
recogmtlon bearer plants will be measured under PAS 16 at accumulated cost (before matunty)
and usmg either the cost model or revaluation model (after maturlty) The amendments also
require that produce that grows on bearer plants will remain in the scope of PAS 41 measured at
fair value less costs to sell. For government grants related to bearer plants, PAS 20, Accountmg Jfor

Government Grants and Disclosure of Government Assistance, will apply. The amendmlents are

retrospectively effective for annual periods beginning on or after January 1, 2016, with early

adoption permitted. ;

Amendments to PAS 27, Separate Financial Statements - Equity Method in Separate . |Fmanczal
Statements ;

The amendments will allow entities to use the equity method to account for investments in

subsidiaries, joint ventures and associates in their separate financial statements. Entities élready

applying PFRS and electing to change to the equity method in its separate financial statements will

have to apply that change retrospectively. For first-time adopters of PFRS electing to usc the

equity method in its separate financial statements, they will be required to apply this method from

the date of transition to PFRS. The amendments are effective for annual periods begmm'ng on or

after January 1, 2016, with early adoption permitted. |
!

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures - Sale or Contribution of Assets between an Investor and its Associate 'or Joint
Venture

These amendments address an acknowledged inconsistency between the requirements ianFRS 10

and those in PAS 28 (2011) in dealing with the sale or contribution of assets between an mvestor

and its associate or joint venture. The amendments require that a full gain or loss is recogmzed
when a transaction involves a business (whether it is housed in a subsidiary or not). A partial gain
or loss is recognized when a transaction involves assets that do not constitute a business, even if
these assets are housed in a subsidiary. These amendments are effective from annual periods

beginning on or after January 1, 2016.
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Amendments to PFRS 11, Joint Arrangements - Accounting for Aequisitions of Interests in

Joint Operations
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a busihess must
apply the relevant PFRS 3 principles for business combinations accounting. The amend::nents also
clarify that a previously held interest in a joint operation is not remeasured on the acquisition of an
additional interest in the same joint operation while joint control is retained, In addition, la scope
exclusion has been added to PFRS 11 to specify that the amendments do not apply when! the
parties sharing joint control, including the reporting entity, are under common control ofithe same
ultimate controlling party. The amendments apply to both the acquisition of the injtial interest in a
joint operation and the acquisition of any additional interests in the same Jjoint operation and are
prospectively effective for annual periods beginning on or after January 1, 2016, with ea{'ly
adoption permitted.

PFRS 14, Regulatory Deferral Accounts ;

PFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
reguiation, to continue applying most of its existing accounting policies for regulatory deferral
account balances upon its first-time adoption of PFRS. Entities that adopt PFRS 14 must present
the regulatory deferral accounts as separate line items on the statement of financial position and
present movements in these account balances as separate line items in the statement of pr:oﬁt or
loss and other comprehensive income. The standard requires disclosures on the nature of, and
risks associated with, the entity’s rate-regulation and the effects of that rate-regulation on its
financial statements. PFRS 14 js effective for annual periods beginning on or after
January 1, 2016.

Improvements to PFRS
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods llncginning
on or after January 1, 2016 and are not expected to have a material impact on the Company.,

* PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in
Merthods of Disposal

o PFRS 7 - Applicability of the Amendments to PFRS 7 to Condensed Interim Financial
Statemenis

* PAS 19, Employee Benefits - Regional Market Issue Regarding Discount Rate

s PAS 34, Interim Financial Reporting - Disclosure of Information ‘Elsewhere in the Interim
Financial Report’

Effective in 2018:

PFERS 9, Financial Instruments (2014 or final version)
In July 2014, the final version of PFRS 9, Financial Instruments, was issued. PFRS 9 reflects all
phases of the financial instruments project and replaces PAS 39, Financial Instruments:
Recognition and Measurement, and all previous versions of PFRS 9. The standard introduces new
requirements for classification and measurement, impairment, and hedge accounting. PFRS 9 is

effective for annual periods beginning on or after January 1, 2018, with early application
permitted. Retrospective application is required, but comparative information is not compulsory.
Early application of previous versions of PFRS 9 is permitted if the date of initial application is

before February 1, 2015,

NSRRI
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The adoption of PFRS 9 will have an effect on the classification and measurement of the
Company’s financial assets and impairment methodology for financial assets, but will have no
impact on the classification and measurement of the Company’s financial liabilities. The adoption
will also have an effect on the Company’s application of hedge accounting. The Company is
currently assessing the impact of adopting this standard.

The following new standard issued by the International Accounting Standards Board (IA'SB) has
not yet been adopted by the Financial Reporting Standards Council (FRSC):;

International Financial Reporting Standards (IFRS) 15, Revenue from Contracts with

Customers
IFRS 15 was issued in May 2014 and establishes a new ﬁve-step model that will apply to revenue
arising from contracts with customers. Under IFRS 15 revenue is recognized at an amount that
reflects the consideration to which an entity expects to be entitled in exchange for transfemng
goods or services to a customer. The principles in YFRS 15 prov1de a more structured approach to
measuring and recognizing revenue. The new revenue standard is applicable to all entities and will
supersede all current revenue recognition requirements under IFRS. Either a full or modified
retrospective application is required for annual periods begmmng on or after 1 Janvary 2017 with
early adoption permitted. The Company is currently assessing the impact of IFRS 15 and plans to
adopt the new standard on the required effective date once adopted Iocally.
Effective in 2019:

IFRS 16, Leases
IFRS 16 was issued in January 2016 which will replace PAS 17, the current leases standard, and
the related Interpretations.

Under the new standard, lessees will no longer classify their leases as either operating or/finance
lease in accordance with PAS 17. Rather, lessees will apply the single-asset model. Under this
model, lessees will recognize the assets and related liabilities for most leases on their statements of
financial posmon and subsequently, will depreciate the lease assets and recognize interest on the
lease liabilities in their profit or loss. Leases with a term of 12 months or less for which {he
underlying asset is of low value are exempted from these requirements. I

The accounting by lessors is substantially unchanged as the new standard carries forward the
principles of lessor accounting under PAS 17. Lessors, however, will be required to d[scllose more
information in their financial statements, particularly on the risk exposure to residual value.

Deferred Effectivity: i

+ Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estfate

I
Revenue Recognition !
Revenue is recognized to the extent that it is probable that the economic benefits will ﬂo; W to the
Company and the revenue can be reliably measured. The following specific recognition criteria
must be met before revenue is recognized: ;

Net Fees |

Net fees consist of energy fees for the energy and services supplied by the Company to 1ts
customers after transmission and ancillary charges as provided for in their respective EP];’As with
respective customers. Energy fee is recognized based on actual delivery of energy generated and
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made available to the customers multiplied by the applicable tariff rate, net of adjustments, as
agreed upon between the Company and its customers. Net fees collected from the bllatcrals are
net of prompt payment discount due to the Company within a specified period of time as
stipulated in the EPPAs.

Interest Income
Interest income from bark deposits and short-term investments is recognized as it accrues using
the effective interest rate (EIR) method.

Other Income ;
Other income is recognized for all revenues earned and received other than that of related to power
generation. It includes mainly sales of scrap and sludge.

Costs and Expenses
Costs and expenses are decreases in economic benefits during the accounting perlod in the form of

outflows or depletions of assets or incurrence of liabilities that resuit in decreases in eqmty, other
than those relating to distributions to equity participants. Costs and expenses, such as powcr plant
operations and maintenance costs, outside services, personnel costs, taxes and licenses,
professional fees and other administrative charges are generally recognized when the service is
used or the expense arises, while interest expense is accrued in the appropriate period.

Cash and Cash Equivalents
Cash includes cash on hand and in banks. Cash in banks earn interest at floating rates based on

daily bank deposit rates. Cash equivalents are short-term, highly liquid deposits that are read:]y
convertible to known amounts of cash with original maturities of three months or less from date of
placements and that are subject to an insignificant risk of change in value.

Financia] Instruments
Financial instruments are recognized in the statements of financial position when the Company
becomes a party to the contractual provisions of the instrument. The Company determmes the
classification of its financial assets on initial recognition and, where allowed and appropriate,
re-evaluates this designation at each reporting date.

. |
All regular way purchases and sales of financial assets are recognized on the settlement date.
Regular way purchases or sales are purchases or sales of financial assets that require deliyery of
assets within the period generally established by regulation or convention in the marketp%ace.

Financial instruments are recognized initially at fair value of the consideration given (in the case
of an asset) or received (in the case of a liability). Except for financial assets at fair value through
profit or loss (FVPL), the initial measurement of all financial instruments includes transa!ctmn
costs. i

As of December 31, 2015 and 2014, the Company’s financial assets are in the nature of lbans and
receivables while the Company’s financial liabilities are in the nature of other financial liabilities.

Loans and Receivables |

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are not entered into with the intention of 1mmedlate or
short-term resale and are not classified as financial assets held for trading, designated as AF S
investments or designated as FVPL. I
|
|
|

NI T
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Loans and receivables are recognized initially at fair value, which normally pertains to the billed
amount. After initial measurement, loans and receivables are measured at amortized cost using the
EIR method, less allowance for impairment losses. Amortized cost is calculated by takmg into
account any discount or premium on acquisition and fees that are an integral part of the EIR. The
losses arising from impairment of receivables are recogmzed in statements of comprehensive
income. The level of allowance for impairment losses is evaluated by management on the basis of

factors that affect the collectability of accounts (see accounting policy on Fmpairment of Financial
Assets Carried at Amortized Cost).

Loans and receivables are classified as current when they are expected to be realized W1th1n
12 months from the reporting date or within the normal operating cycle, whichever is longer
Otherwise, these are classified as noncurrent assets. !
This accounting policy relates to the-Company’s “Cash and cash equivalents”, “Short-tell'm
investment”, “Receivables”, “Due from related parties” and long-term trade receivable which are
included in “Other noncurrent assets™ in the statements of financial position.

]
Orher Financial Liabilities E
Issued financial instriments or their components, which are not designated as at FVPL are
classified as other financial liabilities, where the substance of the contractual arrangcment results
in the Group having an obligation either to deliver cash or another financial asset to the holdcr or
to satisfy the obligation other than by the exchange of a fixed amount of cash or another ﬁnanclal
asset for a fixed number of own equity shares. Other financial liabilities are initially recorded at
fair value, less directly attributable transaction costs. After initial measurement, other ﬁnanc1al
liabilities are measured at amortized cost using the EIR method.

Amortized cost is calculated by taking into account any discount or premium on the issue and fees
that are an integral part of the EIR. !

This accounting policy applies primarily to the Group’s “Accounts payable and accrued |
expenses”, “Short-term debt”, “Long-term debt”, “Dividends payable”, “Due to stockholders” and
other obligations that meet the above definition (other than liabilities covered by other accountmg
standards, such as income tax payable). i

Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are not entered into with the intention of imme«liiatc or

short-term resale and are not classified as financial assets held for trading, designated as available-
for-sale (AFS) investments or designated at FVPL.

Loans and receivables are recognized initially at fair value, which normatly pertains to the billable
amount. After initial measurement, loans and receivables are measured at amortized cost using the
EIR method, less allowance for impairment losses. Amortized cost is calculated by takmg into
account any discount or premium on acquisition and fees that are an integral part of the EIR. The
amortization, if any, is included in “Finance costs-net” account in the statements of comprehensive
income. The losses arising from impairment of receivables are recognized in statement of
comprehensive income. The level of allowance for impairment losses is evaluated by |
management on the basis of factors that affect the collectability of accounts (see accounting policy
on Impairment of Financial Assets Carried at Amortized Cost).

AR
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Loans and receivables are classified as current when they are expected to be realized within
twelve (12) months from the reporting date or within the normal operating cycle, whichever is
longer. Otherwise, these are classified as noncurrent assets.

This accounting policy relates to the Company’s “Cash and cash equivalents”, “Receivables”,
“Due from related parties”, long-term notes receivable and long-term trade receivable which are
included in “Other noncurrent assets” in the statements of financial position.

Other Financial Liabilities
Issued financial instruments or their components, which are not designated as at FVPL ae
classified as other financial liabilities, where the substance of the contractual arrangement results
in the Company having an obligation either to deliver cash or another financial asset to the holder,
or to satisfy the obligation other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of own equity shares. The components of issued financial
instruments that contain both liability and equity elements are accounted for separately, with the
equity component being assigned the residual amount after deducting from the mstmmer{t asa
whole the amount separately determined as the fair value of the liability component on thc date of
issue. Other financial liabilities are initially recorded at fair value, less directly atmbutable
transaction costs. After initial measurement, other financial liabilities are measured at amortlz.ed
cost using the EIR method. !

I
Amortized cost is calculated by taking into account any discount or premium on the issu¢ and fees
that are an integral part of the EIR. '
Other financiatl liabilities are presented as current when they are expected to be settled wlithin
twelve 12 months from the reporting date or the Company does not have any unconditional right
to defer settlement within 12 twelve months from reporting date. !

This accounting policy applies primarily to the Company’s “Accounts payable and accrugd
expenses”, “Dividends payable” “Due to related parties”, and “Loans payable” accounts.|

Qffsetting of Financial Instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement

of financial position if there is a currently enforceable legal right to set off the recopnized amounts
and there is intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. The Company assesses that it has a currently enforceable right of offset|if the
right is not contingent on a future event, and is legally enforceable in the normal course of
business, event of default, and event of insolvency or bankruptcy of the Company and aIl of the
counterparties.

Fair Value Measurement

Fair value is the estimated price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair va]ue
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

|
¢ In the principal market for the asset or liability; or !
e Inthe absence of a principal market, in the most advantageous market for the asset or liability
i
1

The principal or the most advantageous market must be accessible by the Company.
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The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

The fair value of financial instruments traded in active markets at the reporting date is based on
their quoted market price or dealer price quotations (bid price for long positions and ask | prlce for
short positions), without any deduction for transaction costs. When current bid and asking prices
are not available, the price of the most recent transaction provides evidence of the current fair
value as long as there has not been a significant change in economic circumstances since the time
of the transaction,

All assets and labilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowestilevel
input that is significant to the fair value measurement as a whole:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
Level 2 - Valuation techmques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable; and

» Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable |

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by,
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period. .
“Day 1” Difference
Where the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation techmquc
whose variables include only data from observable market, the Company recognizes the difference
between the transaction price and fair value (a “Day 1* difference) in the statements of
comprehensive income. In cases where use is made of data which is not observable, the difference
between the transaction price and model value is only recognized in the statements of
comprehensive income when the inputs become observable or when the instrument is
derecognized. For each fransaction, the Company determines the appropriate method of
recognizing the “Day 1” difference amount.

Impairment of Financial Assets Carried at Amortized Cost ’

The Company assesses at each reporting date whether there is objective evidence thata ﬁnanclal
or group of financial assets is impaired. Objective evidence includes observable data that comes
to the attention of the Company about loss events such as, but not limited to, significant financlal
difficulty of the counterparty, a breach of contract, such as a default or delinquency in inferest or
principal payments, probability that borrower will enter bankruptcy or other financial
reorganization.
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If there is objective evidence that an impairment loss on financial assets carried at amortized cost
{e.g., receivables) has been incurred, the amount of the loss is measured as the dlﬂ'erence between
the asset’s carrying amount and the present value of estimated future cash flows dlscounted at the
asset’s original EIR. Time value of money is generally not considered when the effect of
discounting is not material. The carrying amount of the asset shall be reduced either d:rectly or
through use of an allowance account. The amount of the loss shall be recognized in the statements
of comprehensive income.

Evidence of impairment may include indications that the debtors or a group of debtors i 1s
experiencing significant financial difficulty, defauit or delinquency in interest or prmc1pa1
payments, the probability that they will enter bankruptcy or other financiat reorgamzatlon and
where observable data indicate that there is a measurable decrease in the estimated future cash
I

flows, such as changes in arrears or economic conditions that correlate with defaults. |
The Company first assesses whether objective evidence of impairment exists individuallj!/ for
financiat assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is determined that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not,! the asset
is included in a group of financial assets with similar credit risk characteristics and that group of
financjal assets is collectively assessed for impairment. Those characteristics are relevant to the
estimation of future cash flows for group of such assets by being indicative of the debtors ability
to pay all amounts due according to the contractual terms of the assets being evaluated. Assets
that are individually assessed for impairment and for which an impairment loss is or conﬁnues to
be recognized are not included in a collective assessment of impairment. |

If,ina subsequcnt period, the amount of the estimated impairment loss decreases because of an
event occurring after the impairment was recognized, the previously recognized 1rnpa1rm'ent loss is
reduced by adjusting the allowance account. Any subsequent reversal of an impairment loss is
recognized in the profit or loss, to the extent that the carrying value of the asset does not lexceed its

amortized cost at the reversal date. I

|
Derecognition of Financial Assets and Liabilities
Financial Asset I
A financial asset (or, where applicable a part of a financial asset or part of a group of snm:]ar
financial assets) is derecognized when:

1. the rights to receive cash flows from the asset have expired;

2. the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

3. the Company has transferred its rights to receive cash flows from the asset and elther (2) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Firancial Liability
A financial liability is derecognized when the obligation under the liability is dischargedior

cancelled or has expired.

LS
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Inventories
Inventories, which consist of coal, [ubricating oil, spare parts and supplies, are stated at the lower
of cost and net realizable value (NRV). Cost is determined using the weighted average method.
NRYV is the current replacement cost. In determining NRV, the Company considers any]
adjustment necessary for obsolescence.

E
Advances to Suppliers and Contractors ;
Advances to suppliers and contractors represent payments to suppliers for various constrpction

i

!

|

projects. These payments are applied to future billing, These are carried at cost.

Other Assets

Input Value-Added Tax (VAT)

Input VAT represents VAT imposed on the Company by its suppliers for the acquisition|of goods
and services as required by Philippine taxation laws and regulations.

Input VAT, which is presented as part of “Prepaid expenses and other current assets” in the
statements of financial position, will be used to offset against the Company’s current output VAT
liabilities. Input VAT on capitalized assets subject to amortization, and any excess whlch (1) may
be utilized against output VAT beyond 12 months from the reporting date or (2) are bemg claimed
for refund or as tax credits with the Court of Tax Appeals (CTA), are presented as part of

“Other noncurrent assets” in the statements of financial position. Input VAT is stated at 1ts
estimated NRV.

Creditable Withholding Taes (CWTs)
CWTs, included in “Prepaid expenses and other current assets” account in the smtements of
financial position, represent amounts withheld from income subject to expanded w1thholdmg
taxes. CWTs can be utilized as payment for income taxes provided that these are properl
supported by certificates of creditable tax withheld at source to the rules on Philippine income
taxation. CWTs which are expected to be utilized as payment for income taxes within 12 months
are classified as current assets.

Computer Software and Licenses
Computer software and licenses pertain to software that were purchased, and are initially|
recognized at cost. Following initial recognition, computer software and licenses are camed at
cost less accumulated amortization and any accumulated impairment in value.

The software cost is amortized on a straight-line basis over its estimated useful life of ﬁve years,
and assessed for impairment whenever there is an indication that the asset may be impaired. The
amortization commences when the computer software and licenses are available for use. lThe
amortization period and method for the computer software and licenses are reviewed at each
financial year-end. Changes in the estimated useful life is accounted for by changing the
amortization period, as appropriate, and treated as changes in accounting estimates.
Property. Plant and Equipment !
Property, plant and equipment are stated at cost less accumulated depreciation and amortlzatlon
and accumulated impairment losses, if any. Such cost includes the present value expected for the
decommlssmnmg of the power plant at the end of its useful life and capitalized borrowmg costs
incurred in connection with the construction of the power plant, Capitalization of borrowmg costs
as part of the cost of property, plant and equipment ceases upon completion of the construction of
the power plant.
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The initial cost of property, plant and equipment comprises its purchase price, including jimport
duties, non-refundable taxes and any directly attributable costs of bringing the asset to its working
condition and location for its intended use. Such cost includes the cost of replacing part 'of such
property, plant and equipment when that cost is incurred if the recognition criteria are mzlat.

Expenditures incurred after the property, plant and equipment have been put into opcratilons, such
as repairs and maintenance and overhaul costs, are normally charged to income in the period when
the costs are incurred, In situations where it can be clearly demonstrated that the expend'itures
have resulted in an increase in the future economic benefits expected to be obtained from the use
of an item of property, plant and equipment beyond its originally assessed standard of |
performance, the expenditures are capitalized as additional cost of property, plant and eq'uipment.
Each part of an item of property, plant and equipment with a cost that is significant in reiation to
the total cost of the item shall be depreciated or amortized separately. E

!
Depreciation and amortization is calculated using the straight-line method. The remainir:lg
estimated useful lives and the depreciation and amortization method are reviewed periodically to
ensure that the periods and method of depreciation and amortization are consistent with the
expected pattern of economic benefits from items of property, plant and equipment. i

The components of property, plant and equipment and their related estimated useful live
follows:

w0

; are as

Category Number of Years

Boilers and powerhouse 25

Electrical distribution system 25 i

Buildings and land improvements 5t025 !

Other property and equipment 3to5 :
|

Fully depreciated property, plant and equipment are retained in the accounts until these are no

longer in use. |

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on dcre:cognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statements of comprehensive income in the year the asset is
derecognized. '

i
When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation
and amortization and any allowance for impairment loss are removed from the accounts and any
resulting gain or loss is credited to or charged against current operations. !

Impairment or losses of items of property, plant and equipment, related claims for or paygnents of
compensation from third parties and any subsequent purchase or construction of replacenilent

assets are separate economic events and are accounted for separately. [
T

Land is measured at cost less accumulfated impairment losses. {

i
The initial cost of the land consists of its purchase price, including taxes and any directlyi
attributable costs of acquiring the land. Expenditures incurred after the land has been used in
operations are normally charged to income in the period the costs are incurred.
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Land is derecognized upon dlsposal or when no future economic benefits are expected from its use
or disposal. Any gain or loss arising from derecognition of the asset (calculated as the dxfference
between the net disposal proceeds and the carrying amount of the asse.t) is included in the
statements of comprehensive income and any revaluation reserve is transferred io equity;

Construction in progress is stated at cost. This includes the purchase price of the components, cost
of testing and other directly attributable cost of bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Construetion
in progress is not depreciated until such time that the relevant assets are ready for use.

|
Advances to contractors are recognized as property, plant and equipment when the const!ruction
coniract specifically provides for advance payments or purchase commitments related tolthe
acquisition or construction of property, plant and equipment. Advances to contractors are stated at
cost. ;

i
Borrowing Costs ;
Borrowing costs that are directly attributable to the acquisition or construction of a quahfymg
asset are capitalized. These borrowing costs are included in the cost of the asset; all other
borrowing costs are recognized as expense in the period these are incurred. In determmnllg which
borrowing costs satisfy the “directly aftributable” criterion, the Company starts from the premise
that directly attributable borrowing costs are those which would have been avoided if the
expenditure on the qualifying asset had not been made.

i

Capitalization of borrowing costs commences when the activities to prepare the assets are in
progress and expenditures and borrowing costs are being incurred. Borrowing costs are
capitalized until the assets are substantially ready for their intended use, Investment income on the
temporary investment of the Company’s borrowings is deducted from borrowing costs, and only
the net amount is capitalized. l[
Capitalized borrowing costs also include amortized deferred financing cost. This refers tlo
transaction costs incurred in connection with the availment of loan specifically used to ﬁnance the
on-going construction of power plants. i
Deferred Financing Cost l
Deferred financing cost, including debt issue costs, represent the fees incurred to obtain pro_yect
financing and are accounted for as deduction to the related debt. Deferred financing costs are
amortized using EIR method over the terms of the related long-term loans.
Impairment of Nonfinancial Assets i
Property, plant and equipment and other nonfinancial assets are reviewed for impairmentI
whenever events or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable. If any such indication exists and where the carrying amount of an asset
exceeds its estimated recoverable amount, the asset or cash- generatm g unit {CGU) is wnFten down

to its recoverable amount. The estimated recoverable amount is the higher of an asset’s net fair
value less costs to sell and value in use. The fair value less costs to sell is the price that would be
received to sell an asset in an orderly transaction between market partlmpants at the measurement
date, less incremental costs for disposing of the asset, while value in use is the present varlue of
estimated future cash flows expected to arise from the continuing use of an asset and from its
disposal at the end of its useful life. In assessing value in use, the estimated future cash ﬂows are
discounted to their present value using a pre-tax discount rate that reflects current mar ket
assessments of the time value of money and the risks specific to the nonfinancial asset.
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For an asset that does not generate largely independent cash inflows, the estimated recoverable
amount is determined for the CGU to which the asset belongs. Impairment losses are recognized
in the statements of comprehensive income.

Recovery of impairment losses recognized in prior years is recorded when there is an indication
that the xmpa1rment losses recognized for the asset no longer exist or have decreased. The
recovery is recorded in the profit or loss, However, the increased carrying amount of an|asset due
to a recovery of an impairment loss is recognized to the extent it does not exceed the camrying
amount that would have been determined (net of depreciation and amortization) had no
impairment loss been recognized for that asset in prior years.

Computer Software and Licenses
Where an indication of impairment exists, the carrying amount of computer software amil licenses
with a finite useful life is assessed and written down immediately to its recoverable amount.

Retirement Benefit Obligation i
The net defined benefit liability or asset is the aggregate of the present value of the defi ned benefit

obligation at the end of the reporting period reduced by the fair value of plan assets (if any)
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling, The asset ceiling
is the present value of any economic benefits available in the form of refunds from the plan or
reductions in future confributions to the plan. ;

|
The cost of providing benefits under the defined benefit plans is actuarially determined lising the
projected unit credit method.

Defined benefit costs comprise the following:

= Service cost

+ Net interest on the net defined benefit liability or asset
* Remeasurements of net defined benefit [iability or asset

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in the statements of comprehensive income. Past
service costs are recognized when plan amendment or curtailment occurs.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on high quality corporate bonds to the net defined benefit liability
or asset. Net interest on the net defined benefit liability or asset is recognized as expense or
income in the statements of comprehensive income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in other comprehensive income in the period in which they arise. Remeasurements
are not reclassified to profit or loss in subsequent periods. These are retained in other
comprehensive income until full settlement of the obligation.

Plan assets are assets that are held by a long-term: employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Company, nor can they be p'aid
directly to the Company. Fair value of plan assets is based on market price information, |When no
market price is available, the fair value of plan assets is estimated by discounting expected future
cash flows using a discount rate that reflects both the risk associated with the plan assets, and the

|
l
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maturity or expected disposal date of those assets (or, if they have no maturity, the expected period
until the settlement of the related obligations). If the fair value of the plan assets is highér than the
present value of the defined benefit obligation, the measurement of the resulting defined|benefit
asset is limited to the present value of economic benefits available in the form of refunds from the
plan or reductions in future contributions to the plan. |

The Company’s right to be reimbursed of some or all of the expenditure required to settle a
defined benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtvally certain,

Payments to the plan are recognized as expenses when employees have rendered servicelentitling
them to the contributions.

Capital Stock
The Company has issued common stock that is classified as equity. Incremental costs dlrectly

attributable to the issue of new capital stock are shown in equity as a deduction, net of tax from
the proceeds.

Additional Paid-in Capital
Amount of contribution in excess of par value is accounted for as an additional paid-in capital.
Additional paid-in capital also arises from additional capital contribution from the shareholders.

Deposits for Future Stock Subscription
Deposits for future stock subscription represent amounts received by the Company from its
stockholders with the intention of issuing fixed number of shares in the future.

Retained Earnings H

The amount included in retained earnings includes profit attributable to the Company’s e::quity
holders and reduced by dividend on common stock. Dividends on common stock are recjognized
as a liability and deducted from equity when they are declared. Dividends for the year that are
approved after the reporting date are dealt with as an event after the reporting date,

Foreign Currency Denominated Transactions
Transactions in foreign currencies are initially recorded in ® using the exchange rate prevailing at
the date of the transaction. Monetary assets and liabilities denominated in foreign curreﬂmes are
restated at the functional currency using the rate of exchange prevailing at the reporting date
Foreign exchange differences between rate at transaction date and settlement date or leportmg date
are credited to or charged against current operations. Nonmonetary items that are measu'red in
terms of historical cost in foreign currency are translated using the exchange rate at the dates of
initial transactions. i

|

Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive)

as a result of a past event and it is probable that an outflow of resources embodying economxc
benefits will be required to settle the obligation and a reliable estimate can be made of the amount
of the obligation. If the effect of the time value of money is material, provisions are made by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time is rccjognized
as an accretion expense. The expense relating to any provision is presented in the statements of
comprehensive income, net of any reimbursement.

[ R
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Decommissioning Liability
The decommissioning liability arose from the Company’s obligation, under its Environmental
Compliance Certificate, to decommission or dismantle its power plant complex at the end of its
useful life. A corresponding asset is recognized as part of property, plant and equipment.
Decommissioning costs are provided at the present value of expected costs to settle the ofbligation
using estimated cash flows. The cash flows are discounted at a current pre-tax rate that reflects the
tisks specific to the decommissioning liability. The unwinding of the discount is expensed as
incurred and recognized in the statements of comprehensive income as an accretion expe!nse. The
estimated future costs of decommissioning are reviewed annually and adjusted prospectively.
Changes in the estimated future costs or in the discount rate applied are added or deducted from
the cost of the power plant complex. The amount deducted from the cost of the power plant
complex shall not exceed its carrying amount. If the decrease in the liability exceeds the! carrying
amount of the power plant complex, the excess shall be recognized immediately in the statements
of comprehensive income.

Provision for Other Liabilities i

The Company recognizes provision for other liabilities which arises from the difference i in
mterpretatmn of regulatory provisions applicable to the power industry and other charges The
provision is an estimate calculated based on certain factors affecting the Company’s performance.

The timing of cash outflow of this provision is by its nature, uncertain,

Leases
The determination of whether an arrangement is, or contains a lease, is based on the substance of
the arrangement at the inception date and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a

right to use the asset.

A reassessment is made afier inception of the lease only if one of the following applies:

a) there is a change in contractual terms, other than a renewal or extension of the arrangement;

b) arenewal option is exercised or extension granted, unless that term of the renewal or,
extension was initially included in the lease term; |

c) there is a change in the determination of whether fulfillment is dependent on a specnﬁc
asset; or i

d) there is a substantial change to the asset. !

Where a reassessment is made, lease accounting shall commence or cease from the date { hen the
change in circumstances gives rise to the reassessment for scenarios (a), (c) or (d) above,}and at
the date of renewal or extension period for scenario (b). :
|
Operatmg Lease - The Company as a Lessee '
Leases in which the lessor does not transfer substantially all the risks and rewards of owqershlp of
an asset are classified as operating leases. Operating lease payments are recognized as an expense
in the statements of comprehensive income on a straight-line basis over the lease term. Prepald
rent is recognized as an asset until such time that the lease is incurred and the related expense is

recognized.

Current Income Tax

Current income tax liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the tax authority. The tax rates and tax laws used to
compute the amount are those that have been enacted or substantively enacted as at the repomng

date. I
i
|
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Deferred mcome Tax
Deferred income tax is provided, using the balance sheet liability method, on all tcmporary
differences at the reporting date between the tax bases of assets and liabilities and their carrymg
amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences. Deferred
income tax assets are recognized for all deductible temporary differences, unused net Opc,ratmg
loss carryover (NOLCO) and carryforward of unused tax credits from excess minimum corporate
income tax (MCIT) over regular corporate income tax (RCIT), to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences and uhused
NOLCO and carryforward of unused tax credits from excess MCIT can be utilized. :

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to! allow all
or part of the deferred tax assets to be utilized. Unrecognized deferred income tax assets|are
reassessed at each reporting date and are recognized to the extent that it has become probable that

future taxable profit will allow the deferred income tax assets to be recovered. |

;
Deferred income tax relating to items recognized directly in equity is recognized in equitiy and as
other comprehensive income in the statements of comprehensive income and not as part of net
income. f
Deferred income taxes that will reverse during ITH period are not recognized. Deferred mcome
tax assets and liabilities are measured at the tax rates that are expected to apply to the pemod when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

1
Events After the Reporting Date '
Post year-end events that provide additional information about the Company’s position at the

reporting date (adjusting events) are reflected in the financial statements. Post year-end évents
that are not adjusting events are disclosed in the notes to the financial statements when material.

Significant Accounting Judgments and Estimates

The Company’s financial statements prepared in accordance with PFRS require management to
make judgment and estimates that affect amounts reported in the financial statements andI related
notes. The judgment and estimate nsed in the financial statements are based upon management’s
evaluation of relevant facts and circumstances as of the date of the Company’s financial
statements. Actual results could differ from such estimates.

Judement

Identifying Provisions for Other Liabilities i
The Company determines whether it hags a present obligation to recognize a provision ari?ing from
the difference in mtcrpretatlon of regulatory provisions apphcable to the power industry and other
charges. Management exercises judgment in determining that it is probable that an outﬂ]ow of
resources embodying economic benefits will be required to settle the obligation and the provisions
are based on the probable costs for the resolution or settlement of probable claims of regulators.
On the basis of the evaluation, management determines that provisions are recognized in
accordance with the criteria of PAS 37, Provisions, Contingent Liabilities and Contingeqt Assets.

||||||f||ll||l|||||ﬂlﬁﬁll!lﬁﬂlllﬂlllﬂlﬁlﬂ
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Estimates

Estimating Fair Value of Financial Instruments
The PFRS requires that certain financial assets and liabilities be carried at fair value, which
requires extensive use of accounting estimates and judgment. While significant compon'ents of
fair value measurement were determined using verifiable objective evidence (i.e., foreign
exchange rates, interest rates, volatility rates), the amount of change in fair value would d:ﬁ'er if
the Company utilized a different valuation methodology. Any changes in the fair value of these
financial assets and liabilities would affect the statements of comprehensive income and
statements of changes in equity.

Where the fair value of certain financial assets and financial labilities recorded in the statements
of financial position cannot be derived from active markets, they are determined using internal
valuation techniques using generally accepted market valuation models. The inputs to these
models are taken from observable markets where possible, but where this is not feasible,la degree
of judgment is required in establishing fair values. The judgments include considerations of
liquidity and model inputs such as correlation and volatility for longer dated derivatives, |if
applicable, The fair values of the Company’s financial instruments are presented in Note 20 to the
financial statements.

Estimating Impairment of Receivables, Due from Related Parties, Long-term Notes Receivable

and Long-term Trade Receivable
The Company reviews its receivables, due from related parties, long-term notes receivablle and
{ong-term trade receivables at each reporting date to assess whether an allowance for impairment
losses should be recorded in statements of comprehensive income, In particular, judgment by
management is required in the estimation of the amount and timing of future cash flows when
determining the level of allowance required. Such estimates are based on assumptions about a
number of factors and actual resuits may differ, resulting in future changes to the allowance

l

The aggregate amount of receivables, due from related parties, long-term notes recejvables and
long-term trade receivables amounted to £1,798.69 million and £1,969.02 million as of |
December 31, 2015 and 2014, respectively (see Notes 5, 9 and 17) net of allowance for [
impairment losses on receivables amounted to £205.60 million and £171.23 million as of
December 31, 2015 and 2014, respectively (see Note 5).

I
Estimating NRV of Inventories I

The Company provides allowance for inventories whenever utility of inventories becomes
lower than cost due to damage, physical deterioration, obsolescence, changes in price Ievels or
other causes (i.e., pre-termination of contracts). The allowance account is reviewed regularly to
reflect the accurate valuation in the financial records.

Inventories, at lower of cost and NRV, amounted to £283.31 million and R197.13 milliofl as of

December 31, 2015 and 2014, respectively (see Note 6). E
t

Estimating Useful Lives of Property, Flant and Equipment and Computer Saoftware and chenses
The Company estimates the useful lives of significant parts of property, plant and equlpment
except land, and computer softiware and licenses based on the period over which the assets are
expected to be available for use. The estimated useful lives are reviewed periodically and are
updated if expectations differ from previous estimates due to physical wear and tear, techmcal or
commercial obsolescence and legal or other limits on the use of the assets. In addition, the
Company’s estimation of the useful lives is based on collective assessment of industry p actlce
internal technical evaluation and experience with similar assets. It is possible, however, that
future results of operations could be materially affected by changes in estimates brought :about by
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changes in factors mentioned above. The amounts and timing of recorded expenses for any period
would be affected by changes in these factors and circumstances. ;
The Company recognized depreciation amounting to 2614.84 million and B614.02 mi]lit!an for the
years ended December 31, 2015 and 2014, respectively. The net book values of property, plant
and equipment amounted to £21,120.67 million and 214,587.50 million as of December{31, 2015
and 2014, respectively, while the carrying amount of computer software and licenses amounted to
R0.28 million as of December 31, 2015 (see Notes 8 and 9). i
|
Estimating Decommissioning Liability |
The Company has a legal obligation to decommission or dismantle its power plant asset at the end
of its useful life. The Company recognizes the present value of the obligation to dismantle the
power plant asset and capitalizes the present value of this cost as part of the balance of the related
property, plant and equipment, which are being depreciated and amortized on a stra:ght—llne basis
over the useful life of the related asset. !

Cost estimates expressed at current price levels at the date of the estimate are discounted using a
rate of interest of 3.52% and 3.13% per annum in 2015 and 2014, respectively, to take mlto
account the timing of payments, Each year, the provision is increased to reflect the accretlon of
discount and to accrue an estimate for the effects of inflation, with charges being recogmzed as
accretion of decommissioning liability, included under “Finance costs-net” account in the
statements of comprehensive income. Changes in the decommissioning liability that result from a
change in the current best estimate of cash flow required to settle the obligation ora chaﬂge in the
discount rate are added to {or deducted from) the amount recognized in the related asset and the
periodic unwinding of the discount on the liability is recognized in the statements of
comprehensive income as it occurs. While the Company has made its best estimate in establishing
the decommissioning provision because of potential changes in technology as well as safety and
environmental requirements, plus the actual time scale to complete decommissioning activities,
the ultimate provision requirements could either increase or decrease significantly from the
Company’s current estimates. Decommissioning liability amounted to £39.59 million and

£52.81 million as of December 31, 2015 and 2014, respectively (see Note 12). !

|
Esl:matmg Provision for Other Liabilities l
The provision for other liabilities is established based on the Company’s best estimate of the
amount necessary to settle future or existing obligations with uncertain amount and tlmmg of
actual disbursements. As interpretations of local laws and regulations may change and dcpendmg
on the Group s performance, changes in these estimates could result to a change in the amount of
provision. Provision for other liabilities amounted to B236.17 million and £243.46 million as of
December 31, 2015 and 2014, respectively (see Note 12), !
Estimating Retirement Benefit Expense !

The determination of the Company’s obligation and cost for retirement and other post- |
employment benefits is dependent on the selection of certain assumptions used by actuaries in
caleulating such amounts. The assumptions described in Note 14 include among others, d15count

rates and salary increase rates. |

i
Retirement benefit expense amounted to £29.17 million and £14.06 million for the years :endcd
December 31, 2015 and 2014, respectively. Net retirement benefit obligation amounted to
R95.56 million and £117.60 million as of December 31, 2015 and 2014, respectively l
(see Note 14). ‘

|
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Estimating Realizability of Deferred Income Tax Assets
The Company reviews its deferred income tax assets at each reporting date and reduces the
carrying amount to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax assets to be utilized, In addltlon,| no
deferred income tax assets were recognized by the Company on future deductible amounts that
will be utilized during the ITH period. As of December 31, 2015 and 2014, deferred mc(')me tax
assets recognized amounted to £126.51 million and 75.09 million, net of valuation allowance
amounting to 18.38 million and B49.56 million, respectively (see Note 19).

Cash and Cash Equivalents

2015 2014
Cash on hand and in banks $1,305,182,080 P1,257,392,985
Short-term investments 6,015,402,276  3,956,040,416

$7,320,584,356 R5,213,433,401
I
Cash in banks earns interest at the respective bank deposits rates. Short-term mvestmentls earn
interest at the short-term investment rates and are made for varying periods of up to three months
depending on the immediate cash requirements of the Company.

Interest income arising from short-term investments and bank deposits amounted to
P53.42 million and £35.62 million for the years ended December 31, 2015 and 2014, respectively
{see Note 15).

Receivables
2015 2014
Trade receivables - net of noncurrent portion
amounting to #310.30 million and
£383.40 million in 2015 and 2014, respectively,
(see Note 9) P1,625,997,538 PB1,668,335,980
Others 19,941,546 12,470,233

1,645,939,084  1,680,806,213

Less allowance for impairment losses on
trade receivables (see Note 9) 205,596,141 171,230,440
P1,440,342,943 B1,509,573,773

Trade receivables represent outstanding billings for energy fees and passed through costs arising
from the delivery of electric power and energy to customers and energy sales to the WESM. The
Company’s normal credit term is 30 days from the date of receipt of billing and these are
non-interest bearing. Trade receivables include uncollected VAT amounting to P430.84 million
and 2406.88 million as of December 31, 2615 and 2014, respectively.

In 2014, the Company reclassified its Jong-term trade receivable from Central Negros Electric
Cooperative, Inc. (CENECQ) as part of current portion of trade receivables amounting to

£146.77 million (see Note 9).

Other receivables mainly pertain to employee related receivable transactions and interest!
receivable.

S
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The Company recognized allowance for impairment losses on trade receivables from PHILPHOS
and CENECO amounting to #34.37 million and £171.23 million in 2015 and 2014, respectlve]y

{see Note 9).

Allowance for impairment losses pertain to trade and other receivables which are specifically

identified as impaired.

Movements in allowance for impairment losses in 2015 and 2014 are as follows:

A5

T
FEaniatt

2015 2014
Balances at beginning of year £171,230,440 o
Provision 34,365,701 171,230,440
Balances at end of year $205,596,141 £171,230,440

Inventories ;

2015 2014
Coal $102,494,376 $66,17 1{,732
Materials, parts and consumables 177,456,128 124,929,827
Fuel, oil and lubricants 3,360,327 6,024,713

®283,310,831 197,126,272

The cost of inventories recognized as expense in the statements of comprehensive income

amounted to 1,800.13 million and £2,023.51 million for the years ended December 31, 2015 and

2014, respectively (see Note 13).

. Prepaid Expenses and Other Current Assets

2015 2014
Input VAT (see Note 9) $598,996,565 P65,826,467
Prepaid insurance 15,038,569 25,255,951
Security deposits and consumer bonds 10,285,563 1,880,468
Prepaid rent 4,682,917 4,570,150
Creditable withholding taxes 4,458,856 4,458,129
Prepaid real property taxes - 82,242,293
Others 1,254,127 11,921,888

£634,716,597 B196,155,346

Unutilized input VAT pertains mainly to the VAT imposed on the Company’s purchases of goods
and services during the construction phase of the plant and commercial operations. These are

expected to be offset against output VAT arising from the Company’s net fees subject to VAT
during the commercial operations. Input VAT on capitalized assets amounting to #8.02 million

and P6.20 million as of December 31,2015 and 2014, respectively are classified under “Other

noncurrent assets” (see Note 9),

Prepaid rent mainly pertains to the advance payment of railways rental and deposit for employee

medical benefits and various construction bonds.

|[IIIIIHII|WIIMWIMI&IIIIHII"!MMIIH
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Prepaid insurance pertains to Company’s insurance premium payments for it properties including

the power plant.

Security deposits mainly pertain to deposits for employees’ medical benefits, construction bonds,

cash bond for the application of land use conversion, among others.

Prepaid expenses and others include prepayments for the Company’s various expenses such as
fronting fees, occupation fee, and advance financial assistance for electrification fund, among

others.
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Construction-in-progress mainly represents the on-going site development and constructlon of
PEDC Unit 3 (see Note 1). Construction-in-progress pertaining to PEDC 3 expansion amounted
to #8,378.11 million and £139.25 million as December 31, 2015 and 2014, respectively.
Borrowmg costs capitalized as part of construction cost amounted to £179.63 million, net of
interest income amounting to £21.40 million, as of December 31, 2015 (see Note 1D).

Advances to contractors, which form part of the contract price, were capitalized as part of
property, plant and equipment since these advances already constitute purchase commitments for
the expansion project and site development, The Company has a total contractual commitments
relating to the completion of the expansion projects amounting to #450.17 million and i
P1,567.12 million as of December 31, 2015 and 2014, respectively (see Note 21d). :

1

The Company’s property, plant and equipment located in the Company’s site are mortgaged as
collateral to secure the Company’s long-term loans payable (see Note 11). As of Decembcr 31,
2015 and 2014, the net book value of the property, plant and equipment located in the Company §
site amounted to £20,637.31 million and ®12,869.17 million, respectively.

Fully depreciated assets under “Other property and equipment” with a cost of £50.31 million and
P34.37 million as of December 31, 2015 and 2014, respectively, are still being used in thee

aperations.
Other Noncurrent Assets f
2015 2014
Long-term trade receivables - net of discount of ' i
P41.43 million and $49.76 million in 2015 and i
2014, respectively (see Note 15) $310,300,386  P383,403[818
Long-term notes receivable (see Note 21a) 48,043,333 76,043/333
Input VAT - net of current portion of
R®599.00 million and £65.83 million in 2015 and
2014, respectively {see Note 7) 8,018,360 6,1951510
Computer software and licenses 277,530 -

P366,639,609  P465,642!661

|
Long-term Trade Receivables |
PECO '
On Aungust 22, 2011, ERC approved, with modification, the agreements between PEDC and PECO
on the rates to be used by PEDC upon commercial operation date. Pursuant to the requ1rements of
the ERC, the Company submitted on October 28, 2011 the amount of under-recoveries ar;d the
collection scheme for PECO. The amount of under-recoveries from March 26, 2011 to |
August 10, 2011 computed by PEDC and PECO amounted to P617.27 million. The whole amount
was recognized as revenue in 2011. ’

As of Decernber 31, 2015 and 2014, the long-term portion of the related receivable amountmg to

£310.30 million and £383.40 million, respectively, was recorded at amortized cost, net of discount
of B41.43 million and $49.76 million in 2015 and 2014, respectively. As of December 31 2015

and 2014, current portion of the related receivable amounted to £98.11 million and |
£108.29 million, respectively (see Note 5). |
1
|
|
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In 2013, the Company and CENECO agreed to settle the outstanding underpayments of CENECO
amounting to 204,06 million. The Company shall deduct £12.00 million from the amount of its
under-recovery of 204.06 million as discount, thereby leaving the Company a net receivable of
£192.06 million, including $20.83 million VAT. Subject to the approval of the ERC, the period
of recovery shall be seven years from the date of the approval of the agreement by the ERC The
Company shall allocate £9.00 million for the electrification program of the nine districts|covered
by CENECO’s franchise, to be released to CENECO in twelve equal monthly mstailments after
the ERC approval of the settlement agreement. The ERC approved the seftlement agreetnent in a

decision dated December 19, 2013,

In 2014, CENECO filed a petition to the ERC to reconsider the settlement agreement.

Consequently, management reclassified the long-term trade receivable from “Other nonciurrent
assets™ to “Receivables™ account and recognized allowance for impairment losses on its entire

receivable from CENECO amounting to 2171.23 million as of December 31, 2014.

Long-term Notes Receivable

Long-term notes receivable pertain to the Company’s loan to PECO as assistance to build a
sub transmission line, payable in equal monthly instaliments within five years commencmg on the
sixth month after the date of the last release of the loan balance subject to the interest rate of 9%

per annum. In 2015 and 2014, collections from financia) assistance to PECO amounted fo

$28.00 million (see Note 21a).

Input VAT

Noncurrent of input VAT pertains to input VAT on capitalized assets subject to amortization. The
application of input VAT agamst output VAT was deferred within the estimated useful life of the

asset or 5 years whichever is shorter,

Computer Software and Licenses

Computer software and licenses pertain to the cost of software licenses acquired net of

accumulated amortization, if any. The amortization of computer software and licenses has not yet

started as of December 31, 2015 since the asset is not yet available for use.

10. Accounts Payable and Accrued Expenses

2015 2014
Trade payables £1,296,909,051 R274,258,120
Output VAT 463,858,450 430,488,844
Accrued expenses: I
Interest (see Note 11) 260,199,796 227,959,558
Service fees 34,091,641 30,309,686
Remittances payable 31,183,163 25,697,943
Regulatory fees 5,314,847 9,698,045
Employee expenses 9,806,530 8,277,317
Others 25,231,994 37,227,005

$2,126,595472 P1,043,916,518

Trade payable primarily consist of payables to local suppliers for purchases of spare parts,
materials and services with payment terms ranging between 30 to 360 days and are non-interest

bearing.
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The output VAT includes deferred output VAT amounting to £430.34 million and P406:

83 million

as of December 31, 2015 and 2014, respectively, on amounts billed by the Company to 113 bilateral
customers that and net settlement with Philippine Electricity Market Corporation (PEMC‘) in turn
have not yet collected from their ultimate customers.

Remittances payable represent statutory payables, contributions and taxes withheld from
compensation and income payments to be remitted to the respective government agencies.

Accrued regulatory fees pertain to expenses related to the benefit of host communities as required
under Electric Power Industry Reform Act (EPIRA; see Note 22b).

Other payables include accruals for professional fees, utilities and communication charges, among
others, incurred related to the current year operations.

1.

Long-term Debts

December 31
Facility 2015 2014
Phase I (2x82 MW project)
Tranche A Lenders
Loans payable to local banks with interest equal to the
seven-year PDEX treasury securities benchmark
yield plus 200 basis points R5,900,000,000 R4,030,840,336 $4,483,008,404
Tranche B Lenders
Loans payable to local banks with interest cqual to the
ten-~year PDEX treasury securities benchmark yield
plus 200 basis points 2,900,000,000 1,981,260,504 2,203,512,605
Tranche C Lenders
Loans payable to local banks with interest equal to the
12-year PDEX treasury securities benchmark yield
plus 200 basis points 5,200,000,000 3,552,605,042 3.951,126,050
14,000,000,000 9,564,705,582 10,637,647,059
Phase IT (1x150 MW project) |
Tranche A Lenders !
Loans payable to local banks with interest equal to the |
seven-year PDST-R2 treasury securities benchmark
yield plus 225 basis points and 200 basis points
during construction and post construction,
respectively 9,800,000,000 6,236,363,635 -
Tranche B Lenders
Loans payable to local banks with interest equal to the
twelve-year PDST-R2 (treasury securities
benchmark yield plus 225 basis points and 200 basis
points during construction and post construction,
respectively 1,200,000,000 763,636,365 —
11,000,000,000 7,000,000,000 | -
Total 25,000,000,000 16,564,705,882 10,637,647,059
Less unamortized deferred financing cost: |
Current - (19,141,609 (20,137,418)
Nencurrent — (260,655,026) (98,755,530}
- (279,796,635) (118,892,948)
25,000,000,000 16,284,909,247 10,518,754,111
Less current portion of long-term debt, net of deferred
financing cost — (1,053,799,568) (1,052,803,759)
£25,000,000,000  ®15,231,109,679 B9,465,950,352

1
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On February 26, 2010, the Company entered into an Omnibus Agreement with various lenders in
the aggregate prmclpal amount of up to £14,000.00 million (the Phase I Facility) to partlally
finance the on-going construction of the power plant. The Agreement includes a Proj cct Loan
Facility Agreement, a Project Accounts Agreement, a Mortgage Agreement, a Pledge Agrecmcnt
and an Assignment Agreement. The loan facility shall be paid within 12 years from initjal
advance and the Company shall pay interest semi-annually. i
!
On March 26, 2015, the Company entered into an Amended and Restated Omnibus Agréement
(AROA) with various lenders for an additional aggregate principal amount of up to
$11,000.00 million (the Phase II Facility) to partially finance the 1 x 150 MW expansioxll project.
The AROA includes a Project Loan Facility Agreement, a Project Accounts Agreement,|a
Mortgage Agreement, a Pledge Agreement and an Assignment Agreement The loan facility shall
be available to the Company for up to thirty (30) months from loan s:gnmg date and w1l[ be paid
within 12 years from initial advance. The Company shall pay interest semi-annually.
|

The schedule of repayment for Phase I and II Facilities are as follows:

Percentage
Semi-annual principal amortization 70
Balloon payment | 30
Total | 100

Principal repayments for the Phase I loans amounted to 21,072,94 million each in 2015 a;md 2014.
Interest expense incurred in connection with the Phase I loan facility amounted to i
£1,016.68 million and £1,124.38 million in 2015 and 2014, respectively, was included as part of
“Fmance costs-net” in the statements of comprehensive income (see Note 15). Borrowmg costs
related to Phase II loan facility amounted to £179.63 million, net of interest income of ;
P21.40 million from temporary investments, was capitalized as part of project costs as of
December 31, 2015 (see Note 8). i

i
The balloon payment shall be paid on the final maturity date. The semi-annual principali
amortization shall be an equal amortization starting on the 42nd month from the date of the initial
advance until the principal amortization date occurring prior to the final maturity date. If the
project completion date occurs earlier than the 36th month from the date of initial advance the
first prmclpa] amortization date shall be on the next succeeding interest payment date that is at
least six months from the project completion date. If the period between the date falhng[on the
sixth month from project completion date and the succeeding interest payment date is less than six
months, the first principal amortization date shall commence and coincide with the next
succecd ing interest payment date.

Phase I and 11 Facilities are secured by (1) a real estate mortgage on all present and future assets,
including the parcels of land with carrying amount of £154.80 million (with a total land a:ea of
277,681 square meters) for Phase I Facility and parcels of land with a carrying amount of
R14.133 million (with total land area of 17.37 hectares) for Phase II Facility, (ii) chattel mortgage
on all present and future movable properties, (iii) pledge agreement on the shares of PPHC to the
Company, shareholder advances and subordinated loans, if any, and (iv) assignment agrc.ement on
the Company’s future revenues. Future revenues include, among others, revenues to be {ecewed
by way of operation, all proceeds of and monies payable to the Company, including thos{e paid as
damages for breach, defauit cancellation, nullification or invalidity (i.e. the Construction Contract,

Supervisory Contract, Contract for Supply of Equipment, Land Lease Agreement, Mater!ial Lease
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Contracts, Insurance Contracts and other Material Contracts, collectively, the Assigned
Documents), and, to the extent not covered by the foregoing, all value (whether in the form of
money, securities, assets or otherwise) paid or payable by any Governmental Authority to the
Company in whole or partial settlement of claims, whether or not resulting from _}UdlClaII or
administrative proceedmgs and whether paid or payable within or outside the Philippines, as
compensation for or in respect of any compulsory transfer or taking of all or any part of the
project, or any assets of the Company, by any Governmental agency or in respect of any.mvalldlty
of any Assigned Documents,

H
All monies received by the Trustee shall be applied in accordance with the Project Accofmnts
Agreement.

|
Among others, the Agreement prohibits the Company to amend or modify its charter domi:uments if
any such amendment or modification would have a material adverse effect, assign or otherwise
transfer, terminate, amend, or grant any waiver or forbearance or exercise any election under any
material provision of the Agreement, make any prepayment, whether voluntary or mvoluntary, or
repurchase of any long-term debt other than those allowed in the Agreement unless, in any such
case, it shall at the option of any Lender contemporaneously make a proportionate prepayment or
repayment of the principal amount then outstanding. The Agreement also prohibits the Company
to acquire by lease any property which may have a material adverse effect, enter into or contract
any indebtedness, and form or have any subsidiaries, advances or investments and issue preferred
shares, unless certain conditions are complied with. Moreover the Company is prohibited from
entering info merger or consolidation (unless the Company is the surviving entity), sellmg, leasing
or disposing all or any of its property (unless in the ordinary course of the business) where such
conveyance, sale or lease would have a material adverse effect to the Company. The Company Is
also required to meet certain financial ratios.

i
According to the agreement, the Company shall maintain a debt-to-equity ratio of not cxceedmg
70:30 at all times until full payment of the obligation. Also, the Company shall ensure that the
core equity must be at least 30% of the total project cost at project completion date and shall at all
times be equivalent to at least 30% of the sum of total outstanding loan under facility and the core
equity. Debt-to-equity ratio is the ratio of the total aggregate indebtedness for borrowed! money of
the borrower and the suin of its equity as of any date of determination. |

Events of default include, among others, failure to pay when due the principal or interest|due and
any other amount payable under the Agreement, any government approval required to be obtained
by the Company has been revoked, withdrawn or modified in a manner which would have a
material adverse effect, PPHC cease to maintain ownership of at least 51% of the Company or
cease to maintain management control over the Company and failure to comply with the required
financial ratios.

If any of the events of defauit occurs and is continuing, the trustee or the facility agent, as the case
maybe, shall immediately give the Company written notice of such fact and the Facility Agent

shall take one or more of the following actions: i
!

i. declare the principal of, and all accrued inferest on, payable with respect to the loan I!mder the
Facility to be, and the same shall thereupon become, immediately due and payable without
any further notice and without any presentment, demand or protest; and/or E

|
i
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ii. declare any undrawn portion of the Facility to be terminated, whereupon such portion of the
Facility shall be forthwith terminated.

As of December 31, 2015 and 2014, the Company is compliant with the provisions of the loan
agreements. ;

As of December 31, 2015 and 2014, the unamortized deferred financing cost incurred in
connection with the availment of the loans amounted to £279.80 million and £118.89 million,
respectively, which were presented as deduction from the outstanding principal balance of the
related debt.

!
The movement of deferred financing cost is as follows: E

r

12,

2015 2014
Balances at beginning of year $118,892,948 2139,759,954
Addition 180,744,708 -
Amortization (see Note 15) (19,841,021) (20,867,006)
Balance at end of year 279,796,635 £2118,892,948
[}
I
Provisions

Provigion for expenses represents provisions for decommissioning costs and for other liabilities
with uncertain amount or timing,.

Breakdown of provisions for expenses is as follows:

2015 2014
Decommissioning liability $39,586,407 B52,813,729
Provision for other liabilities 236,169,308 243,455,861
Balances at end of year 275,755,715 P296,269,590

i
Decommissioning liability l
The Company has legal obligation to decommission or dismantle its power plant at the end of its
useful life. In this regard, the Company established a provision to recognize its estimated liability
for decommissioning.

|
The movements of the decommissioning liability are as follows: I
|
|

2015 2014

Balances at beginning of year 52,813,729 P44,360,252

Provision (reversal) during the year (14,879,420) 6,856,407
Accretion of decommissioning liability

(see Note 15) 1,652,098 1,597.070

Balances at end of year R39,586,407 252,813,729

The Company reassessed the amount of decomm1ssnomng liability using a risk adjusted rate that
resulted to a reversal and addition to provision amounting to 214.88 million and #6.86 mllhon in
2015 and 2014, respectively.

|
|
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Provision for Other Liabilities \

The Group recognized provision for liabilities with uncertain amount or timing of actual
disbursement. These include regulatory fees and other charges which payment is probable and the
amount can be estimated reliably as of the reporting date. The management reassesses lts
estimates on an annual basis to determine the reasonableness of provision. Disclosure of
information usually required by PAS 37 Provisions, Contingent Liabilities and Contmgent Assets
are not provided because of reasons permitted under par 92 of PAS 37. Accordingly, general
descriptions are provided.

[3. Power Plant Operations and Maintenance Costs

2015 2014
Power plant operations P1,637,764,404 P1,898,920,296
Purchased power 594,530,141 490,305,254
Repairs and maintenance and others 251,150,678 190,568,959

P2,483,445,223 £2,579,794,509
|
Power plant operations mainly represent costs of coal and fuel used to generate electricity.

Purchased power represents cost of power from PPC and WESM.

Repairs and maintenance and others represent the costs of spare parts, chemicals and other
consumables consumed and other cost of services directly related to the operation, equipment
restoration and preventive maintenance of the power plant.

14. Personnel Costs

2015 2014
Salaries and wages £381,249,940 B75,140,544
Employee benefits 53,028,453 53, 130 468
Retirement benefits 29,166,143 14, 060 069

P163,444,536  R142,331,081
|
The Company is a participant in a funded retirement plan of the Global Business Power Group
(the Group) covering all its employees. The retirement benefits are dependent on the ycars of
service and the respective employees” compensation. :

!
In 2015, the Group has executed a trust agreement with MBTC (a trustee bank) to administer the
Group’s retirement fund under the supervision of the Retirement Committee of the plan.| The
Company has started contributing to the fund in 2015.

The Retirement Plan meets the minimum retirement benefit specified under Republic Act (RA)
7641.

LT
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The following tables summarizes the components of net benefit expense recognized in the

[
Ny

statement of comprehensive income and the funded status and amount recognized in theistatement

of financial position:

Retirement Benefit Expense

2015 2014
Service cost 23,747,764 Bl 0,402?,298
Interest cost 5,418,379 3,656,771
Retirement benefit expense $29,166,143 814,060,069
|
Net Refirement Benefit Obligation
2015 2014
Present value of defined benefit obligation £98,794,409 P117,604,813
Fair value of plan assets (3,236.863) | —
Retirement benefit obligation P95,557,546 P117,604,813
I
Changes in the present value of the defined benefit obligation are as follows: I
|
2015 2014
Balances at beginning of year 117,604,813 $64,110,174
Service cost: !
Current service cost 20,775,964 10,403,298
Past service cost 2,034,000 [ -
Net transferred obligation 937,800 P -
Interest cost 5,418,379 3,656,771
Benefits paid from operating funds (455,429) |-
Remeasurement (gains) losses arising from i
changes in: i
Financial assumptions (32,820,310 40,131,376
Demographic assumptions (9,377,323) | -
Experience adjustments (5,323,485) (696,8006)
Balances at end of year $98,794,469 £117,604,813
Changes in the fair value of plan assets in 2015 are as follows:
Balances at beginning of year P
Remeasurement loss on return on plan assets (10,194)
Actual contributions 3,247.057
Balances at end of year £3,236,863

The fair value of plan assets are comprised of 13% cash and cash equivalents, 73% investment in
government securities, 9% investment in quoted securities, 3% investment in debt and other
securities and 2% miscellaneous receivables. The Company shares 16.55% out of the total Group

plan assets as of December 31, 2015.

SRR
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Principal actuarial assumptions used to determine retirement benefit obligation are as follows:

2015 2014

Salary increase rate 8.00% [ 10.00%
Discount rates 5.07% i 4.60%
Mortality rate 1994 GAM 1994 GAM
Disability rate 1952 Disability Study, 1952 Disability Study,
Period 2, Benefit 5 Period 2, Beneﬁt 5

Turnover rate A scale ranging from 9% A scale ranging from 8%
at age 18 to 0% at age 55 atage 20 decreasullg to 0%

at age 60

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of December 31, 2015 assummg all
other assumptions were held constant: i

Increase (Decrease) Anllount
Discount rates +1% (#84,573,134)
-1% 110,966,274

Future salary increase rate +1% £109,958,046
-1% (85, 106 ,262)

The Company expects to contribute £21.30 million to the defined benefit pension plan i 1}1 2016.

f
The average expected future service years at the end of the reporting date is 13 years. Shown
below is the maturity analysis of the undiscounted benefit payments as of December 3 1.12015:

1 year or less P1,006,490
More than 1 year to 5 years 14,438,676
More than § years to 10 years 57,071,633
More than 10 years to 15 years 72,287,723
More than 15 years fo 20 years 95 987 672
More than 20 years 568,122,515

15. Finance Costs - net

2015 2014
Interest expense (see Note 11) $1,036,517,898 £1,145,247,635
Accretion of decommissioning liability
(see Note 12) 1,652,098 1,597,070
Interest income (see Note 4) (56,883,425) (35, 894 ,952)
Adjustment on discount on long-term receivables
(see Note 9) {8,331,224) (28,620,521)

£972,955,347 P1,082,329,232

Interest expense in 2015 and 2014 includes interest incurred in connection with the loans
amounting to £1,016.68 million and 1,124.38 million, respectively, and amortization of deferred
financing costs amounting to 219.84 million and £20.87 million, respectively. '

|
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16. Other Income - net

2015 2014
Foreign exchange gains - net 67,072,192 $6,702,971
Sale of scrap and sludge 2,228,902 1,835,293
Gain on disposal of property and equipment (Note 8) 183,483 36,870
Others 3,152,071 213,832
£72,636,648 28,788,966
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a. The Company’s transaction with MBTC, an affiliate under the umbrella of GT Capltal

pertains to the cash deposits with MBTC Interests eamed from these deposits are based on
the respective bank deposits rates.

b. The Company’s transaction with GBPC pertains to the Service Level Agreement (SLA) fees
billed in relation to services performed for all corporate-related expenses in centrahzed
processes such as personnel costs, rent and utilities and all other common expenses as cost of
services. Also, the Company’s transaction with GESC is related to SLA fees for the
monitoring of power generation and distribution utilities. Other than SLA, the Company also
provides power to GESC for resale to its contestable customers. i

|

¢. Sales and purchases of power to and from PPC and TPC pertain to the provision of |
replacement power by or to the Company to supply the electric power under the EPPAs of its

bilateral customers (see Note 21c).

d, The Company, TPC, PPC, CEDC, GPRI and GESC are all under the common control of
GBPC. The Company’s advances to and from GBPC, CEDC, TPC, PPC, GESC and GPRI
are due and demandable.

¢. The compensation of key management personnel is as follows:

2015 2014
Salaries and wages $16,439,235 £9,521,869
Allowances and benefits 6,393,181 6,145,896

P22,832416  P15,667,765

L.

. Equity
Capital stock
The movements in capital stock of the Company are as follows:
2015 2014
Shares Par value Shares Par value
Issued and outstanding:
Beginning balances 8,125,000 E812,900,000 5,544,000 P554,400,000

Conversion of deposits for :
future stock subscription 6,871,000 687,140,000 2,585,000 258,500,000
Ending balances 15,000,000 ®1,500,000,000 §,125,000 1812,%00,000

Deposits for future stock subscription
This represents PPHC’s deposits with the Company amounting to nil and £3,000.00 mil\ion as of
December 31, 2015 and 2014, These deposits are intended for future stock subscription. In 2015,
the Company converted its DFFS to capital stock amounting to 23,000.00 million (see Note 23).

On Janvary 17, 2014, the Philippine SEC approved the increase in the authorized capital{stock of
the Company from ®#554.40 million, divided into 5,544,000 shares with par value of PIOIO per
share, to #1,500.00 million divided into 15,000,000 shares with par value of 2100 per share.

RN
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On February 3, 2014, the Company issued shares to PPHC through conversion of deposits for
future stock subscrlptlon amounting to 258.50 million divided into 2,585,000 shares with par

value of 100 per share. Increase in additional paid-in capital as a result of the conversion

amounted to £1,292.50 million.

On February 25, 2015, the Company issued to PPHC 6,871,000 shares with a par value of

£100 per share for a total par value of B637.10 million for a total consideration of B4, 971 10
million, through the conversion of DFFS amounting to #3,000.00 million and through addmonai

DFFS from shareholders amounting to £1,971.10 million.

Retained earnings

On November 17, 2014, the BOD approved the declaration of cash dividends to PPHC a
to £1,100.00 million, equivalent to 2135.32 per share which was paid on April 2015.

On November 26, 2015, the BOD approved the declaration of cash dividends to PPHC aimounting

to £1,200.00 million, equivalent to #80.00 per share, payable in 2016.

A A

mounting

19.

Income Taxes

Effective March 26, 2011, the Company is entitled to ITH for six years as one of the incentives
granted by the BOI as a pioneer enterprise (see Note 1). There was no current provision for
income tax in 2015 and 2014 due to the Company’s ITH incentive.

As of December 31, 2015 and 2014, the Company recognized net deferred tax assets amounting to
£16.39 million and 216.96 million, respectively. The components of net deferred income tax

assets are as follows:

2015 2014
Recognized in net income: |
Deferred income tax assets: i
NOLCO 297,090,052 P68,077,187
Retirement benefits obligation 27,642,519 20,045,572
Decommissioning Hability 11,142,841 15,844,119
Unamortized discount on receivables 8,029,353 5,446,697
143,904,765 109, 413 575
Less valuation allowance 18,377,575 49, 563 354
125,527,190 59,851,221
Deferred income tax liabilities: |
Deferred financing cost 76,852,466 23,178,204
Net capitalized cost of generation 16,046,881 19,229,292
Unrealized foreign exchange gain 7,723,714 2,029,604
Capitalized dismantling cost 7,013,908 11,208,778
Capitalized deferred financing cost 2,480,156 2,480,156
110,117,125 58,126,034
15,410,065 1,725,187
Recognized in other comprehensive income:
Deferred income tax asset:
Retirement benefit obligation recognized |
directly in equity 982,595 15,235,872
£16,392,660

P16,961,059

lIIlLIIIlIlllﬂlﬂll!lﬂ!!lﬂlﬂiilll|llllﬁlﬂ]llﬂ
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No deferred income tax assets and liabilities were recognized for temporary differences that are

expected to be reversed during the ITH period.

In 2014, the Company recognized valuation allowance amounting to R49.56 million on its prior
periods NOLCO which are expected to expire in 2015 and 2016. In 201 5, NOLCO amounting to
£103.95 million has expired. Accordingly, the deferred tax asset and the valuation allovivance

related to the expired NOLCO were reversed. g

i
As of December 31, 2013, the Company has NOLCO that may be claimed as deduction from

future taxable income for its non-registered activities as follows:

Year Incurred Year of Expiration NOLCO
2015 2018 £200,658,811
2014 2017 61,716,111
2013 2016 61,258,583

P323,633,505

|
|
The following are the movements of NOLCO:; |
|

2015 2014
Balances at beginning of year £226,923,957 P31 1,044},415
Additions 200,658,811 61,716,111
Expirations (103,949,263) (145,836,569)
Balances at end of year P323,633,505 B226,923,957

A reconciliation of income tax computed using statutory tax rate to income tax at effective income

tax rates foliows:

2015 2014
Income tax at statutory rate P381,823,322 £162,723,410
Additions to (reductions in) income taxes
resulting from:
Taxable income with ITH (see Note 1) {415,568,592) (454,5235,972)
Interest income subjected to final tax (16,025,482) (10,685,571)
Nondeductible expenses 25,659,951 7,657,724
Valuation allowance on DTA - 49,562,354
Changes in unrecognized deferred tax assets :
and others 10,425,923 113,298,647
Income tax at effective rates ' (#13,684,878) 268,030,592

20.

Financial Instruments

Financial Risk Management Objectives and Policies

The Company’s financial assets and financial Habilities pertain to cash and cash equivalents,
receivables, due from and to related parties, long-term trade and notes receivable, accounts

payable and accrued expenses, dividends payable and long-term loans.

(T (T
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The Company’s principal financial instruments comprise of cash and cash equivalents, |
receivables, due from and to related parties, long-term trade and notes receivable, accounts
payable and accrued expenses, dividends payable and long-term loans. The primary purpose of
these financial instruments is to finance the Company’s operations. The Company has other
financial assets and liabilities such as receivables and accounts payable and accrued exp!anses
which arise directly from its operations. |

The BOD has overall responsibility for the establishment and oversight of the Companyls risk
management framework. The Company’s risk management policies are established to 1dent113/
and manage the Company’s exposure to financial risks, to set appropriate transaction Iumts and
controls, and to monitor and assess risks and compliance to internal control policies. RJsk
management policies and structure are reviewed regularly to reflect changes in market conditions
and the Company’s activities.

The Company has exposure to credit risk and liquidity risk from the use of its financial
instruments. The BOD reviews and approves the policies for managing each of these risks and
they are summarized below: i

|

The Company § interest rate risk arose from its long-term loans that bear fixed interest rates with
re-pricing provisions. For Phase I related loans, re-pricing is at the end of 7th year for Tranche A

and 10th year for Tranche B. The Tranche C loan bears fixed interest up to the end of the 12-year
period. For Phase Il related loans, re-pricing is at the end of 7th year for Tranche A and 12th year
for Tranche B. ) |

|
Credit Risk ’
Credit risk represents the loss that the Company would incur if counterparties fail to perform
under its contractual obligations. The Company established controls and procedures on its credit
policy to determine and monitor the credit worthiness of customers and counterparues Moreover
the EPPAs with customers include inherent protection clauses, i.e., provisions for mterests on
unpaid billings, and change in laws/circumstances, among others. The Company’s maxgnum
credit risk is equal to the carrying amount of the Company’s financial assets such as cash and cash
equivalents, receivables, due from related parties, long-term trade receivable and Iong-térm notes
receivable which amounted to 29,365.54 million and ®7,402.91 million as of December131, 2015
and 2014, respectively. The significant concentration of credit risk relates to recclvab]cs from the

customers. |
The credit quality of financial assets is being managed by the Company using internal crledlt
ratings. The table below shows the credit quality by class of financial assets based on the
Company’s rating system as of December 31, 2015 and 2014: |

2015 ;
Neither Past Due Nor Impaired Past Due But |
High Grade  Standard Grade Not Impaired Jmpaired Total
Ctsh and cash equivalents! P£7,320,434,356 2 B P~  P7320434,356
Receivables: E
Trade i
Short-term 911,615,607 430,141,826 78,643,964 205,596,141 1,625,997,538
Long-term 351,725,672 - - - i351 125,672
Long-term notes receivable 48,043,333 - - - i 48,043,333
Other receivables? 15,339,027 82,767 3,914,145 - i 19,336,539
Due from related parties 1,139 - = - i 1,139
P8,647,159,134 P430,224,593 R82,558,709 P205,596,141  B9,365,538.577
TExeluding cash on hand. {

(TR

Excluding business advances fo employees.
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2014 ’

Neither Past Due Nor Impaired Past Duc But E
High Grade Standard Grade Not Impaired Impaired i Total
Cash and cash equivalents' £5,213,433,401 - B 5 213,433,401

Receivables: II

Trade i
Short-term 1,034,821,614 405,650,612 56,633,314 171,230,440 1,668,335,980
Long-term 433,160,327 - - - i 433,160,327
Long-term notes receivable 76,043,333 - - ! 76,043,333
Other receivables® 9,442,416 31,200 2,465, 693 - ! 11,939,309
Due from related partics 1,139 - i 1,139
P5,766,902,230 9405,681‘=812 259,099, 007 P171,230 440 R7,402,913,489

TExeluding cash on hand,

2Exeiuding business advances fo employees.

Cash and cash equivalents are considered high grade as the Company trades only with tc|>p banks
in the Philippines. High grade includes trade receivables, due from related parties and Iong—term
notes receivable that are not past due, exclusive of VAT and receivables from customers who are
highly reputable, progressive and consistently pay their accounts and who have the financial
capacity to pay. Standard grade receivables are for reimbursements from supphers and c':ontractors
and WESM who have good history of paying their accounts but would require some remlunder

follow-ups to obtain settlement from the counterparty.

The table below shows the aging analysis of financial assets per class that the Company held as of
December 31, 2015 and 2014. A financial asset is past due when a counterparty has failed to

make a payment when contractually due,

2015
Past due but not impaired
Neither past Less
due nor than More
impaired 30days _31to60days 611090 days  than 91 days Impaired Total
Cash and cash equivalents' B7,320,434,356 B- j 3 B B B R7,320,434,356
Reccivables:
Trade:
Short-term 1,341,757,433 35,901,724 236,258 180,194 42,325,788 205,596,141 | 1,62%,997,538
Long-term 351,725,672 - - - - - 351,725,672
Long-term notes
reccivable 48,043,333 - - - - - 48,043,333
Other receivables? 15,421,704 1,357,714 41,860 - 2,475,111 - i 19,336,539
Due from related parties 1,139 - — - - -1 1,139
R9,077,353,727 F37,259.498 R318.118 P180,194 P44,800,899  PB205,596,141 R9,365,538,577
'Exciwding cash on hand '
*Excluding Business advances to employres. i
1
2014 '
Past due but not impaired
Neither past Less
due nor than More H
impaired 30days 31to60days 61 to 90 days than 91 days Impaired : Total
Cash and cash equivalents'  B5,213,433,401 B | o [ [ P- PB5,213,433,401
Receivables:
Trade:
Short-term 1,440,472,226 43,500,000 - 13,133,314 171,230,440 : 1,668,335,920
Long-term 433,160,327 - - - - - 433,160,327
Long-term noles
receivable 76,043,333 - - - - - 76,043,333
Other recoivables? 9,473,616 300 - - 2,464,893 - 11,939,309
Due from related parties 1,139 - - - - - | 1,139
F1,172,584,042 R43,500,800 [ P 15,598,207  R171,230,440 P7.402,913,989
:Excluﬁngmshmﬁmd
Exciludil -3 b g d o (. cd
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Ligquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obhgatlons as they
fall due. The Company manages liquidity risk by mamtammg a balance between contmu:ty of
funding and flexibility. Treasury controls and procedures are in place to ensure that sufﬁc:ent
cash is maintained to cover daily operational and working capital requirements. Management
closely monitors the Company’s future and contingent obligations and sets up required ¢ash
reserves as necessary in accordance with internal policies.

The table below summarizes the maturity profile of the Company’s financial liabilities a|s of
December 31, 2015 and 2014 based on contractual undiscounted cash flows. The analyszs into
relevant maturity groupings is based on the remaining term at the end of the reporting perlod to the

contractual maturity dates.

2015
Within More than
On demand 1 year 2 to 5 years 5 years Total

Accounts payable and

acerued expenses! B- P1,626,379,512 P~ B~ P1,626,379512
Dividends payable - 1,200,000,000 - - 1,200,000,000
Due to related parties 2,249,513 - - - 2,249,513
Loans payable:

Principal - L072,941,177  5,732,941,177  9,758,823,528  16,564,705,882

Interest? - 1,121,9034356  4331,624,369  1,771,084,005 7,224,611,830

B2,249,513 B5,021,224,145 £10,064,565.546 ¥11,529,907,533 B26,

! Excluding statutory payables.
“Undiscounted future interest payable in the duration of the loan,

617,946,737

2014
Within More than
On demand 1 year 2 to 5 years 5 years Total
Accounts payable and |
accrued expenses? B B577,178,499 P B R577,178,499
Dividends payable - 1,100,000,000 - - 1,100 000,000
Due to related parties 2,762,778 - - - 2 762,778
Loans payable: :
Principal - LO072,94L177  4,291,764,706  5,272,941,176  10,637,647,059
Interest - 817,013,628  3,101,496,540 715,620,209 4,634,130,377
P2,762,778 $3,567,133,304 B7,393,261,246 £5,988,561,385 R16,951,718,713

Excluding statutory payables.
*Undiscounted future interest payable in the duration of the loan.

The Company has cash and cash equivalents amounting to £7,320.43 million and
£5,213.43 million as of December 31, 2015 and 2014, respectively, which may be used to settle

maturing financial obligations.

Fair Values of Financial Instruments

The following table sets forth an analysis of financial asset and financial liability whose carrymg
values do not approximate their fair values as of December 31, 2015 and 2014:

Carrying Amount

|
|

Fair Valie

2015

2014 2015

[ 2014

Financial Asset:

Long-term trade receivable B310,300,386 P383,403,818 £329,762,916 B390,017,390

Financial Liability:

Loans payable — Phase I 9,465,653,954  10,518,754,111  11,042,547,669 12,5 8? , 736,093

Loans payable — Phase I 6,819,255,293

- 7,055,815,946

LI
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The following methods and assumptions were used to estimate the fair value of each cla
financial instruments for which it is practicable to estimate such value:

Long-term trade receivables

AA

ot

ss of

The estimated fair value is based on the discounted value of the future cash flows using | the

prevailing interest rate ranging from 2.67% to 3.67% and 2.54% to 3.70% in 2015 and 2
respectively. The fair value is determined using Level 3 of the fair value hierarchy.

Long-term loans payable
The estimated fair value is based on the discounted value of the future cash flows using

014,

the

prevailing interest rate rangmg from 2.68% to 3.13 % and 2.54% to 3.99% in 2015 and 2014,

respectively. The fair value is determined using Level 3 of the fair value hierarchy.

The following financial assets and financial labilities approximate their values as of
December 31, 2015 and 2014:

Cash and cash equivalents
The carrying amounts of cash and cash equivalents and marginal deposits approximate t
values due to the short-term maturity of these financial instruments.

Receivables, Due from and to related parties, Accounts payable and accrued expenses a

Dividends Payable
Similarly, the carrying amounts of receivables, due from and to related parties, accounts
and accrued expenses and dividends payable, which are all subject to normal trade terms
approximate their fair values due to short-term nature of these accounts.

Long-term notes receivable
The long-term notes receivable approximate its fair value. Management believes that th
discounting cash flows using the prevailing market interest rates is not significant.

Fair Value Hierarchy
The Company uses the following hierarchy for determining and disclosing the fair value

financial instruments by valuation technigue:

heir fair

md

payable
e effect of

|
of

¢ Level I - Quoted (unadjusted) market prices in active markets for identical assets or
Level 2 - Valuation techmques for which the lowest level input that is significant to
value measurement is directly or indirectly observable

Level 3 - Valuation techniques for which the lowest level input that is significant to

value measurement is unobservable

liabilities
thc fair

i
the fair

As of December 31, 2015 and 2014, the Company’s financial asset and liability are categorized

under Level 3 in the fair value hierarchy.

There has been no traﬁsfer from Level 3 to other levels in 2015 and 2014,

Capital Management

The primary objective of the Company’s capltal management is to ensure that it mamtan

credit standing and healthy capital ratios in order to support its business and maintain ca
long-term basis.

18 strong
pltal ona
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As previously discussed in Note 11, the Omnibus Loan Agreement and AROA entered into in
2010 and 2015, respectively, requires the Company to maintain certain fi nancial ratios. !

The Company manages its capital structure and makes adjustments to it, in light of changes in
economic conditions. To maintain or adjust the capital structure, the Company performs anmual

financial planning and goal setting. |

The following table pertains to the account balances the Company considers as its core capital:

2015 12014
Capital stock #£1,500,000,000 9812,909,000
Additional paid-in capital 9,471,100,000  5,187,100,000
Deposits for future stock subscription - 3,000,000,000
Retained eamings 261,519,659 175, 090 374
Loans payable 16,284,909,247 10,518, 754 111

$27,517,528,906 F19,693,844 485

|
1
21. Contracts and Contingencies i
a. Memorandum of Agreement (MOA) with PECO i
|
The Company entered into a MOA with PECO to provide financing for the construction of the
Baldoza Substation subject to the terms and conditions set forth in the MOA. 5

Under the MOA, PECO shall construct, install, operate, and maintain a 62.5 MVA. Sub—statlon
at Baldoza and a 2.5 km, 69kV Sub-Transmlssmn line (the Facilities) to connect to the grid of
the National Grid Corporation of the Philippines through the Company’s connection! Ipoint to
the grid at the power plant, PECO is the one obliged to file a capital expenditure and rate
recovery application and cobtain the approval of the ERC for the construction and mstallatlon
of the Facilities and the recovery of the amount thereof. On January 21, 2010, PECO filed an
Application for Approval of the Construction of 50/62.5 MV A Sub-Station and 2. Skm 69KV
Sub-Transmission line with prayer for provisional authority with the ERC. The Company
shall provide PECO funds of up to £140.00 million (Loan Amount) to be utilized soiely for
the construction and installation of the Facilities. The total amount of loan will be dlsbursed
in three (3) tranches as follows: ;

i. 30% of the Loan Amount (B42.00 million) is to be released on November 15, 20:09;

ii. 60% of the Loan Amount (84.00 million) to be released equally every month thereafter
or £16.80 million every 15th day of the month until April 2010 when the constniction and
installation of the Facilities are completed; and !

ili. 10% of the Loan Amount or (#14.00 miilion) to be released when the Facilitics are
commissioned or after the PEDC and PECO are satisfied that the Facilities have]passed all
applicable tests. :

l

On June 18, 2010, the Company and PECO agreed to amend the MOA in response to the

request of PECO for additional fund in the total amount of £3.71 million (the Adchtlonal Loan

Amount). For a period of five years after the date of the last release of the Loan Amount and

the Additional Loan Amount to PECQ, PECO shall pay the Company the Loan Amolunt and

Additional Loan Amount in 60 equal monthly installments (82.33 million), with interest at the

rate of 9% per annum, subject to ERC’s decision on the recovery of interest on the loan. If

III!IIHIIIIJIWIIMIIIIIIHIIEIHIIII!|!I|lll|||
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1

i

any amount payable by PECO under this Agreement is not paid when due, PECO shall pay
interest thereon, calculated at 2% per month.

As of December 31, 2015 and 2014, the outstanding long-term notes receivable from PECO
amounted to 48.04 million and 76.04 million, respectively (see Note 9). i
Long-term Coal Supply Agreement (CSA) |

In order to ensure that there is an adequate supply of coal to operate the power plants, the
Company has entered into a [0-year coal supply agreement with Semirara Mining Corporatlon

(Semirara) on May 31, 2010. The Company guarantees to purchase from Semirara 300 ,000
metric tons per year set forth in the CSA, subject to quarterly adjustments. |

Memorandum of Agreement with CEDC, PPC, and TPC ,

The Company, CEDC, PPC, and TPC agreed that in the event that one of them (the "Seller”)
has available capacity that any one of the other party in the agreement (the “Buyer") may
require in connection with the supply of electric power under its power purchase agreements
the Seller shall supply the Buyer replacement power in accordance with the terms and
conditions set out in the agreement, |

d. Commitmenis for Capital Expenditures . |

In 2014, the Company entered into various contracts with Formosa Heavy Industries
Corporation, True North Manufacmrmg Services Corporation, Poyry Contracting, Inc. , Poyry
Switzerland, Ltd., among others, in relation to the PEDC 3 expansion project and site
development for the supply of materials, machinery and equipment, and services from local
and foreign suppliers.

22. Other Matters

a.

i
|
Business Risks ;
The risks associated with the Company include operating risks, environmental matters,
permits, political and economic factors and fluctuations in currency exchange rate that directly
affect fuel, coal, and oil prices.

The risks associated with operating the Company include the breakdown or failure of
equipment or processes and the performance of the project below expected levels of ioutput or
efficiency.

Prior to open access electricity fees charged by the Company are subject to rcgulatlon by the
ERC created under the Electric Power Industry Reform Act (EPIRA).

|
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RA No. 9136, the EPIRA, which became effective in 2002, and the covering Implementmg
Rules and Reguiations (IRR) provide for significant changes in the power sector, which
include, among others:

i. the unbundling of the generation, transmission, distribution and supply and other
disposable assets of Electric Power Industry Participant, including its contracts with
independent power producers and electricity rates;

ii. creation of a WESM within one year; and
iii. open and nondiscriminatory access to transmission and distribution systems.

The law also requires public listing of not less than 15% of common shares of ex1stmg
generation and distribution companies within five (5) years from the effectivity of the EFIRA.

New generation and distribution companies that started after the effectivity of the Ell’IR.A shali
implement their respective public offerings not later than five (5) years from the issuance of
their certificate of comphancc It provides cross ownership restrictions between transmission
and generation companies and between transmission and distribution companies, and a cap of
50% of its demand that a distribution utility is allowed to source from an associated company
engaged in generation except for contracts entered into prior to the effectivity of the, EPIRA.

There are also certain sections of the EPIRA, specifically relating to generation companies,
which provide for a cap on concentration of ownership to only 30% of the installed capacity of
the grid and/or 25% of the national installed generating capacity.

Based on the assessment of the Company, it has complied with the applicable provisions of
the EPIRA and its IRR.

WESM

On July 25, 2011, the Company and Philippine Electricity Market Corporation entered into a

Market Participation Agreement setting forth the terms and conditions for the eligibility of the
Company to participate in the WESM which allows electricity to be injected into or
withdrawn from the Grid. |

|
In 2015 and 2014, the Company recognized sales from WESM transactions amounting to

£873.18 millior and B1,044.81 million, respectively. Purchases from WESM in 2015 and
2014 amounted to £138.01 million and £183.04 million, respectively.
|

Clean Air Act l

The Clean Air Act and the related IRR contain provisions that have an impact on thsls industry
as a whole, and to the Company in particular, that needs to be complied with within§44 months
from the effectivity date or by July 2004. Based on the Company’s assessment made on its
existing facilities, the Company believes it complies with the provisions of the Clean Air Act
and the related IRR.

RN
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¢. Energy Regulation (ER) 1-94

i

e
:5
it

Based on the ER 1-94 and the IRR of the EPIRA, generation companies are mandated to

provide benefits to its host communities, equivalent to 20.01 per kWh of energy ger
sold. ,

erated and

The Company accrues the required benefits to its host community {included under “Accounts
payable and accrued expenses™ account in the statements of financial position) pros;';ectively
from the date of effectivity of ER 1-94. Total accrued benefits amounted to 25.31 million and

£0.70 million as of December 31, 2015 and 2014, respectively.

23.

Notes to Statements of Cash Flows

Noncash investing activities

The Company recognized adjustments to asset retirement obligation and capitalized dismantling

assets. The reassessment resulted to a reversal and additional provision amounting to

£14.88 million and $6.86 million in 2015 and 2014, respectively (see Notes 8 and 12). The

Company has unpaid balances to the contractors which was included as part of property,i
equipment amounting to £979.81 million in 2015.

Noncash financing activities
The Company’s noncash financing activities pertain to the Company’s declaration of cas
dividends amounting to £1,200.00 million and £1,100.00 million in 2015 and 2014, resp

In addition, the Company converted its DFFS to capital stock amounting to £3,000.00 m

2015 (see Note 18).

plant and

h
ectively.
illion in

24,

Supplementary Tax Information Under Revenue Regulations (RR) No. 15-2010

On November 25, 2010, the BIR issued RR No. 15-2010 to amend certain provisions of
RR No. 21-2002 prescribing the manner of compliance with any documentary and/or prc
requirements in connection with the preparation and submission of financial statements
accompanying the tax retums.

yeedural

In compliance with the requirements set forth by RR -No. 15-2010, hereunder are the information

on taxes, duties and license fec paid or accrued during the taxable year 2015,

T
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The Company reported and/or paid the following types of taxes in 2015:

VAT
a. Net Sales/Receipts and Output VAT declared in the Company’s VAT returns for 2015
Net Sales/ A
Receipts Output VAT
Taxable sales:
Sale of services P5,937,981,817 B712,557,818
Sale to government owned and controlled
corporations (GOCC) 19,537,627 2,344,515
Sale of goods 2,408,692 289,043
Total 5,959,928,136 715,191,376
Zero-rated Sales 27,219,109 -
Exempt Sales 9,280,242 —
P5,996,427,487 P715,191,376

Exempt sales consist of the 1% regulatory fees which are paid to the local government

putsuant to the provisions of RA 9136 (the EPIRA law),

The Company’s sale of services is reported under “Net Fees” in the financial stateménts. The
revenue or sales of services reported per VAT returns were based on the grossed up value of
the actual VAT remittances from its customers as provided under Revenue Memorandum
Circular No. 61-2005 which is superseded by Revenue Memorandum Circular No. 71-2012.

Hence, it will not be the same as the amount of fees reported in the statement of

comprehensive income.

Sale of good pertains to sale of scrap to various customers. These sales are reportedjunder

“Other Income” in the financial statements.

Input VAT in 2015 :
Balance at January 1, as amended R5,992,325
Current year’s domestic purchases/payments for: '
Importation of goods other than capital goods 983,381,447
Services lodged under costs and expenses 215,486,037
Goods other than for resale or manufacture 29,720,220
Capital goods subject to amortization 4,899,236
Capital goods not subject to amortization 180,902
Total 1,239,660,167
Other adjustments:
Application to output VAT (715,191,373)
VAT payments 1,678,227
Income from input VAT in excess of standard input on sales to !
GOCC offset against expense (2,668,924)
Expensed input VAT allocated to exempt sales (1,913,514)
Creditable VAT withheld by GOCCs 976,881
Balance at December 31 P522.541,464

lllﬂﬂlllllﬂlﬂlmlllilﬂilﬂllllllﬂiﬂﬂﬂ
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Landed Cost of Imports. Customn Duties and Tariff Fees in 2015

P
)

R

Dutiable value B8,002,777,994
Arrastre and wharfage 36,433,331
Excise tax 2,77"8,251
Customs duties 141,513,350
Others 11,342,466
Balance at December 31 P8,194,845,392

Other Taxes and Licenses in 2015 I

Other taxes and licenses includes all other taxes, local and national, including real estate!taxes,

licenses and permit fees lodged under the “Taxes and Licenses” account under the “Cost; and

Expenses™ section in the Company’s statement of comprehensive income. :
i
|

Details consist of the following:

Registlarcd

Real property tax #214,480:008

Local business tax 51,793/731

Regulatory fee (ER 1-94) 9,812/117

Occupation fee 8,000.000

Documentary stamp tax 3,435)725

BIR annual registration and others (LTO, notarial and others) 3,095:930

Community tax certificate 10;500

£290,628!011

Withholding Taxes in 2015 ;[

Expanded withholding taxes R283,613,815
Withholding taxes on compensation and benefits 25,129,356
Final withholding taxes 64,488
VAT withholding taxes 62,908
$308,870,567

Tax_Assessments and Contingencies

The Company has no pending tax case in court or bodies outside the BIR. It has an ongoing tax
audit for the calendar years ended December 31, 2012 to 2014, but no preliminary assessment has

been issued yet. :

!
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Panay Energy Development Corporation
Barangay Ingore, La Paz

Iloilo City

We have audited the accompanying financial statements of Panay Energy Development Corporation
(a wholly owned subsidiary of Panay Power Holdings Corporation; the Company), as at and {for the
year ended December 31, 2015, on which we have rendered the attached report dated
February 17, 2016.

In compliance with Securities Regulation Code Rule No. 68, we are stating that the above Company
has only one stockholder owning one hundred (100) or more shares.

SYCIP GORRES VELAYO & CO.

dn & Vitta

John T, Vilia

Partner

CPA Certificate No. 94065

SEC Accreditation No. 0783-AR-2 (Group A),
May 1, 2015, valid until April 30, 2018

Tax Identification No. 901-617-005

BIR Accreditation No. 08-001998-76-2015,
February 27, 2015, valid until February 26, 2018

PTR No. 5321708, January 4, 2016, Makati City

February 17, 2016

(RN BRI

A member firm of Emnsl & Young Global Linvted
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Panay Energy Development Corporation
Barangay Ingore, La Paz

Iloilo City

We have audited in accordance with Philippine Standards on Auditing, the financial statements of
Panay Energy Development Corporation Panay Energy Development Corporation
(a wholly owned subsidiary of Panay Power Holdings Corporation; the Company), as at and ffor the
years ended December 31, 2015 and 2014, and have issued our report thereon dated
February 17, 2016. Our audits were made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying schedule of all the effective standards and
interpretations is the responsibility of the Company’s management. This schedule is presented for the
purpose of complying with Securities Regulation Code Rule 68, As Amended (2011) and is not part of
the basic financial statements. This schedule has been subjected to the auditing procedures a'pplled in
the audit of the basic financial statements and, in our opinion, fairly states, in all material respects, the
information required to be set forth therein in relation to the basic financial statements taken as a
whole,

SYCIP GORRES VELAYO & CO.

doton & Jitla

John T, Villa

Partner

CPA Certificate No, 94065

SEC Accreditation No. 0783-AR-2 (Group A),
May 1, 2015, valid until April 30, 2018

Tax Identification No. 901-617-005

BIR Accreditation No. 08-001998-.76-20135,
February 27, 2015, valid until February 26, 2018

PTR No. 5321708, January 4, 2016, Makati City

February 17, 2016

[T

A member finm of Emst & Young Glebal Limited
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PANAY ENERGY DEVELOPMENT CORPORATION :
(A Wholly Owned Subsidiary of Panay Power Holdings Corporation) ;
SCHEDULE OF ALL EFFECTIVE STANDARDS AND INTERPRETATIONS

DECEMBER 31, 2015
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Framework for the Preparation and Presentation of
Financial Statements v
Conceptual Framework Phase A: Objectives and qualitative
characteristics

LLY

Jathe dar

Philippine Financial Reporting Standards

First-time Adoption of Philippine Financial
Reporting Standards

Amendments vo PFRS 1 and PAS 27: Cost of an
Invesiment in a Subsidiary, Jointly Controlled
Entity or Associate

Amendments to PFRS I: Additional Exemptions

PFRS 1 for First-time Adopters

t(Revised) | dmendment to PFRS 1: Limited Exemption from
Comparative PFRS 7 Disclosures for First-time

Adopters

Amendments to PFRS 1: Severe Hyperinflation
and Removal of Fixed Date for First-time
Adopters

Amendments to PFRS 1: Govermnment Loans

Share-based Payment

Amendments to PFRS 2: Vesting Conditions and

PFRS 2 Cancellations

Amendments to PFRS 2: Group Cash-settled
Share-based Payment Transactions

PEFRS 3 Business Combinations

{(Revised)

Insurance Contracts

PFRS 4 Amendments to PAS 39 and PFRS 4: Financial

Guarantee Contracts

Non-current Assets Held for Sale and

PFRS 5 Discontinued Operations

PERS 6 Exploration for and Evaluation of Mineral

Resources
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Financial nstruments: Disclosures
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Amendments to PFRS 7: Transition

Amendments to PAS 39 and PFRS 7;
Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets - Effective
Date and Transition

Amendments to PFRS 7: Improving Disclosures
about Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers
of Financial Assets

Amendments to PFRS 7. Disclosures — Qffsetting
Financial Assets and Financial Liabilities

Amendments to PFRS 7: Mandatory Effective
Date of PFRS 9 and Transition Disclosures

PFRS 8

Operating Segments

PFRS 9

Financial Instruments: Classification and
Measurement of Financial Assets

Financial Instruments: Classification and
Measurement of Financial Liabilities

Amendments to PFRS 9: Mandatory Effective
Date of PFRS 9 and Transition Disclosures

Amendments to PFRS 9: Hedge Accounting

PFRS 10

Consolidated Financial Statements

Amendments ta PERS 10: Transition Guidance

Amendments to PFRS 10: Investment Entities

NS RNENEN

Amendments to PFRS 10: Sale or Contribution of
Assets between an Investor and its Associate or
Joint Venture

<

Amendments to PFRS 10: Investment Entities:
Applying the Consolidation Exception

PFRS 11

Joint Arrangements

Amendments to PFRS 11: Transition Guidance

Amendments to PFRS 11: Accounting for
Acquisitions of Interests in Joint Operations

SISNIS S

*Not early adopted
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Disclosure of Interests in Other Entities ! v
Amendments to PFRS 12: Transition Guidance P
PFRS12 | gmendments to PFRS 12: Invesiment Entities i v
Amendments to PFRS 12: Investment Entities: v
Applying the Consolidation Exception
PFRS 13 | Fair Value Measurement v '
PFRS 14  |Regulatory Deferral Accounts v
Philippine Accounting Standards
Presentation of Financial Statements 4
Amendment to PAS 1: Capital Disclosures v i
Amendments to PAS 32 and PAS 1: Puttable !
Financial Instruments and Obligations Arising on v
PAS 1 Liguidation
(Revised)
Amendments to PAS 1: Presentation of ltems of v
Orher Comprehensive Incone
Amendments to PAS 1 (Revised): Disclosure o
Initiative
PAS2 Inventories v
PAS 7 Statement of Cash Flows v
PAS 8 Accounting Policies, Changes in Accounting v '
Estimates and Ervors !
PAS 10 Events after the Reporting Date v i
PAS 11 Construction Contracts P
Income Taxes v |
PAS 12 Amendment to PAS 12 — Deferred Tax: Recovery of v
Underlying Assets
PAS 14 Segment Reporting v
Property, Plant and Equipment v |
1
: v
PAS 16 Amendments to PAS 16: Bearer Plants !
Amendments to PAS 16: Clarification of !
Acceptable Methods of Depreciation i
PAS17  |Leases v
PAS 18 Revenue v |
PAS 19 Employee Benefits v l
Amendments to PAS 19: Actuarial Gains and v i
i
i
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Losses, Group Plans and Disclosures |
Employee Benefits v '
PAS 19 pioyee Benef : |
(Revised) |Amendments to PAS 19 (Revised): Defined Benefit s
Plams: Employee Contributions
PAS 20 Accounting for Government Grants and Disclosure ’
of Government Assistance
The Effects of Changes in Foreign Exchange Rates
PAS21 | dmendment: Net Investment in a Foreign v
Operation
PAS 23 Borrowing Costs v
(Revised)
PAS 24 Related Party Disclosures v
(Revised)
PAS 26 Accounting and Reporting by Retivement Benefit v
Plans
PAS 27 Consolidated and Separate Financial Statements
Amendments to PAS 27 (Amended): Investment v
Entities
PAS 27 I
(Revised) Amendments to PAS 27 (Revised): Cost of an
Investment in a Subsidiary, Jointly Conirolled v
Entity or Associate
Separate Financial Statements v
PAS 27 .g‘g?tr;:;nems to PAS 27 (Amended): Investment v
(Amended)
Amendments to PAS 27 (Amended).: Equity Method
in Separate Financial Statements
PAS 28 Investments in Associates I v
Investments in Associates and Joint Ventures v
Amendments to PAS 28 (Amended): Sale or
PAS 28 Contribution of Assets between an Investor and its v
(Amended) | Associate or Joint Venture |
Amendments to PAS 28 (Amended): Investment . v
Entities: Applying the Consolidation Exception i
Financial Reporting in Hyperinflationary I v
PAS29 Economies
PAS 31 Interests in Joint Ventures Y

*Not early adopted
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Financial Instruments: Disclosure and v
Presentation

ienie: lat

Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising on
PAS 32 Liquidation

Amendment lo PAS 32: Classification of Rights

Issues

Amendments to PAS 32: Offsetting Financial
Assets and Financial Ligbilities

PAS 33 Earnings per Share

PAS 34 Interim Financial Reporting

Impairment of Assets

PAS 36 Amendments to PAS 36: Recoverable Amount
Disclosures for Non-Financial Assets

Provisions, Contingent Liabilities and Contingent

PAS 37 Assels

Intemgible Assets

PAS 38 Amendments to PAS 38: Clarification of
Acceprable Methods of Amortization

Financial Instruments: Recognition and v
Measurement

Amendments to PAS 39: Transition and Initial

Recognition of Financial Assets and Financial v
Liabilities

Amendments to PAS 39: Cash Flow Hedge
Accounting of Forecast Intragroup Transactions

Amendments to FAS 39: The Fair Yalue Option

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

PAS 39
Amendments to PAS 39 and PFRS 7:

Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets - Effective
Date and Transition

Amendments to Philippine Interpretation IFRIC-9
and PAS 39: Embedded Derivatives

Amendment to PAS 39: Eligible Hedged Items

Amendments to PAS 39: Novation of Derivatives
and Continuation of Hedge Accounting
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Amendments to PAS 39: Hedge Accounting | v
Investment Proper, b v
PAS 40 pery !
Amendments to PAS 41: Bearer Plants | v
PAS 41 Agriculture | v
Philippine Interpretations
Changes in Existing Decommissioning,
IFRIC 1 Restoration end Similar Liabilities d
IFRIC 2 ﬁ{en_zbers"Share in Co-operative Entities and v
Similar Instruments
IFRIC 4 Determining Whether an Avrangement Contains a v
Lease
Rights to Interests arising from Decommissioning,
LFRIC 5 Restoration and Environmental Rehabilitation v
Funds
Liabilities arising from Participating in a Specific E
IFRIC 6  |Market - Waste Electrical and Electronic PV
Equipment ;
Applying the Restatement Approach under PAS 29 i
IFRIC7  |Financial Reporting in Hyperinflationary P Y
Economies
TERIC 8 Scope of PFRS 2 v
Reassessment of Embedded Derivatives 4
IFRIC 9 Amendments to Philippine Interpretation IFRIC— | v
9 amd PAS 39: Embedded Derivatives !
IFRIC 10 |Interim Financial Reporting and Impairment PV
XFRIC 11 |PFRS 2- Group and Treasury Shave Transactions LY
IFRIC 12 |Service Concession Arrangements v
IFRIC 13 | Customer Loyalty Programmes L v
The Limit on a Defined Benefit Asset, Minimum |
Funding Requirements ond their Interaction |
IFRIC 4 | gimendments to Philippine Interpretations IFRIC-
14, Prepayments of a Minimum Funding v
Requirement
IFRIC 15 |Agreements for the Construction of Real Estate l
IFRIC 16 Igedges_ of a Net Investment in a Foreign v
Iperation
IFRIC 17 | Distributions of Non-cash Assets to Owners v
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IFRIC 18 | Tramnsfers of Assets from Customers !
IFRIC 19 Extinguishing Financial Liabilities with Equity v
Instruments |
IFRIC 20 Stripping (;'osts in the Production Phase of a |~
Surface Mine
TFRIC 21 |Levies v
SIC-7 Introduction of the Euro P
; . . . !
SIC-10 Govem'ment A‘_s's.rs.tance No Specific Relation to v
Operating Activities |
SIC.12 Consolidation - Special Purpose Entities | v
Amendment to SIC - 12: Scope of SIC 12 | v
. P - !
SIC-13 JOIN![_].) antrolled Entities - Non-Monetary L
Contributions by Venturers |
SIC-15 Operating Leases - Incentives | v
Income Tuxes - Recovery of Revalued Non- |
- v
SIC-21 Depreciable Assets !
Income Taxes - Changes in the Tax Status of an i
- v
SIC-25 | Entity or its Shareholders !
SIC-27 Evaluating the Substance of Transactions i v
Involving the Legal Form of a Lease |
SIC-29 Service Concession Arrangements: Disclosures. | v
SIC-31 Revemfe - Barter: Transactions Involving « v
Advertising Services i
SIC-32 Intangible Assets - Web Site Costs LV
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TREASURER’S CERTIFICATION g - APR 2 (\2\,/2 OU®

@ Panay Energy Development Corporation
' A GO Company

™

—

RRCRIVED Ary, ) "
FONM ANG ;H.ngvmww

I, Anjanette T. Dy Buncio of legal age, Filipino and with office address at the 22nd Floor GT

Tower International, 6813 Ayala Ave,, Cor. HV Dela Costa St., Salcedo Village Makati|City
after being sworn in accordance with law, hereby certify that:

1. 1 am the Treasurer of Panay Energy Development Corporatien (the “Corporation?”), a
corporation duly organized and existing under and by virtue of the laws of the Republic of
the Philippines under SEC Certificate of Registration No. CS200901912 with the prim':ipal
office address at Brgy. Ingore, La Paz, lioilo City. I

2. The Financial Statement (“F/S™) disk submitted contains the exact data stated in the hard
copies of the F/S of the Corporation.

3. I'am executing this certification to attest to the truth of the foregoing and in compliance with
the reportorial requirements of the SEC.

WITNESS MY HAND on this dgpf) 1 . 2016 at City of Makati City.

AVE
Anijanette T. Dy Buncio
Treasurer K |

APR 12 Ul

SUBSCRIBED AND SWORN 1o before me on this day of 2016 at City of
Makati, Affiant exhibit to me his Passport with No EB7241397 issued on 25 Januwary 2013
and valid until 24 January 2018 at Manila.

Doc. No. é
Page No. /

Book No. Lo il
Series of 2016. o
BENT.M. %‘-\@ ,
WOTARY PUBLIC . i
UNTILDES,31. 2018 '

{EP HO, \GAT530/LY 2016
F0LL NO. 2B 7/MCLE-4 H0.0006324/6/19/12 i
STREO, MKT.S323578- U416 MAKATICTY |

Enlightening Lives.Empowering Progress.
CORPORATE OFFICE
220d Fletr, GT Tower Intematicnal, 6813 Ayala Avenue comer H.V, Defa Casta St Salsedo Village: 1227 Makati City Phippines
Tel: (632) 454-1690 | Fax: (832) 464-1628
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X P N B Fiduciary Services Division - TRUST BANKING GROUP
62
{".;
- Direct Lines: 526-4640 Fax; 526-3379
Trunk Lines: 526-3131 to 70/891-6040 to 70
Locatl: 4649

August 5, 2015
PANAY ENERGY DEVELOPMENT CORPORATION
22nd Floor, GT Tower .
6813 Ayala Ave., cor. De La Costa Sls., Makali City

Attenfion : EVP MR. JAIME T. AZURIN [ SVP ELISA L. DAYAQ
Subject : PANAY ENERGY DEVELOPMENT CORP. - Profect Loan Facility for Pho118 dated 03/25/2015
Gentlemen;

In our capacity as Facility Agent under the Omnibus Agreement dated March 25, 2015, we give cerlificalion on
the Phase Il Lenders and its Principal Commitment as shown in the Schedule B2-1 of the Amended and Restated
Omnibus Agreement, viz:

THE PHASE XX LENDERS
Phase I Tranche A Lenders (7 years + 5 years)
Name of Tranchie A Lending Office Principal Amount of
Lender - Commitment
Bank of the Philippine BPI Building, Ayala Avenue comer Pasep de Roxas, | PhP 2,400,000,000.00
Islands NMnkati City
Chinn Banking Comoration China Bank Building, 3743 Pasco de Roxas cor. PhP 1,300,000,000.00

Villar Street, Salcedo Villags, Mnkati City
Land Bonk of the PRllippines | 18 Flvor Lundbank Plazs, 1598 M.H. Dl Pilar PhP 1,300,000,000.00
corner Dr. J. Quintos Sts., Malate, Manila
Riznl Commescial Banking 11® Flgor Yuchengco Tower 1, RCBC Plaza 6819 PhP 1,300,000,000.00

Corporation Ayala Ave, cor, Sen. Gil Puyat Ave. Mzkati City
Philippine National Bank PNB Financiai Center, Pres, Divsdado Macapagal EhP 3,500,000,000.00
Boulevard, Pasay City
Sub-Total PhP9,80:0,000,000.00
Phase X Trarche B Lenders {12 years)
Name of Tranche B Lending Office Priancipal Amount of
Lender Commilmeni
The Philippine  American 17" Floor Philam Lize Head Office. Nel Lima PhP 1,200,6400,000.00
Life ard Geneeal nsumnee | Building, 8% Aveave comer 26Y Streel, Bonifacio
Company Global City, Tapuix 1634 -
Sub-Total PHP1,200,000,000.00
| Total | | PhP 11,000,G00,000.00 |

The Loan under the Facility shall have a term of twelve (12) years reckoned from the date of the Initial
Advance, inclusive of the Grace Period on lhe principal repayinent whare;

1) Phase Il Tranche A Loans {7 years + 5 years} interest will be repriced on the seventh (7%) anniversary
from Phase Il Initial Advance at which time the Phase Il Tranche A Base Rate shall be'repriced based on
the applicable 3-day simple average of the interpclated PDST-R2 rate preceding and inclusive of the
Interest Rale Seting Date.

2} Phase Il Tranche B Loans interest is fixed for iwelve (12) years,

This cerlificatior 5 being issued upon the request of the Borrower for whatever legal purpose it may serve
them.
Thank you.
Very truly youss

-
ATTV INnOoCoul I u{(
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Simulation of the no. of operating units necessary to meet the MEOT
and/or additional energy/demand reguirements of the DU.

This is not applicable for the PEDC Contract has no MEOT because it's
purchased on an annual contracted capacity of up to 70MW, which means
to say that there is no minimum contracted energy and paid on a capacity
basis.
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Potential Cost of Ancillary Services

The Potential Cost of Ancillary Services is not applicable because PEDC has
no ASPA with NGCP.
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Formosa Heavy Industries Corp.

) . Main Office: 4F, 201-20, Tung Hwa N. Rd., Taipei, Taiwan
/-\'/%\/\\ TEL : +B86-2-27178148-50 °
\@/\"{P/M FAX : +886-2-27135519
M OFFICE : 100, Shei Kuang Rd. Jen Wu, Kachsung
M TEL - +886-7-3711411 EXT 5897

"@3/'\?/ FAX : +886-7 3721833  E-mail : blancafhi@fpc.com.iw

This is to certify the consumption rate of the 150MW coal fired expansion plant of
Panay Energy Development Corporation.

Based on the Technical Proposal, not in violation of the O&M Manuals provided
by the Supplier and in accordance with good engineering practice, and subject to
ASME performance test code, the full-load net fuel consumption rate of the Unit
is guaranteed at 0.68 kg per kWh. Normal wear and tear would mean a
degradation of the consumption rate of 1.5% per annum.

For the avoidance of doubt, in no case shall the failure of meeting the aforesaid
guaranteed consumption rate trigger and affect any provision related to Defects

remedy, Performance Liquidated Damages, Taking Over and the Supplier's or
Contractor’s defaults under the Contracts.

Capitalized terms used herein shall have the same meanings as defined in the

Supply Contract and Construction Contract and Coordination Agreement all dated
December 18, 2013.

FORMOSA HEAVY INDUSTRIES CORPORATION

B,/ﬂmm - 4’,{,, poté

Blanca Chen
Deputy Department Manager




MERALCO

ORTIGAS AVENUE, PAsIG CITY
0300 PHILIPPINES

SECRETARY’S CERTIFICATE

I, WILLIAM S. 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 April 26, 2016, 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 a Power Supply Agreement with Panay Energy Development Corporation
(PEDC);

“RESOLVED, FURTHER, that the following officers, namely Messrs.
MANUEL V. PANGILINAN, Chairman of the Board, OSCAR S. REYES, President &
Chief Executive Officer, ALFREDO S. PANLILIO, Senior Vice President, Head,
Customer Retail Services and 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
Power Supply Agreement between MERALCO and Panay
Energy Development Corporation (PEDC), 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

Tee. No. (632) 631-2222 . (632) 16220

Jeraico.com.ph



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 day of Agril 2016.

WILLIAM S.
Assistant Cor

MINTUAN
rate Secretary

APR 27

SUBSCRIBED AND SWORN to before me this day of [yrﬁll 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.

Doc. No. %g ; P ;
asig, P
Page No. ; : A% at Pasig City

Book No. m » unroecember 31, 2016
Series of 2016. Roll No. 55583: IBP No. 1023726: 01/08/16: RSM Chapter

PTR No. 1473411; 01/21/16; Pasig City
7t Floor, Lopez Bidg., Ortigas Ave., Pasig City
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REPUBLIC OF THE PHILIPPINES)
PASI&G CFTY )SS.

SECRETARY’S CERTIFICATE

I, Amanda Roselle A. Bengson, of legal age, Filipino, with office address at the 22"
Floor, GT Tower International, 6813 Ayala Ave. corner H.V. Dela Costa St., Makati City, after
having been duly sworn in accordance with law, hereby certify that:

1. T am the duly elected and incumbent Corporate Secretary of Panay Energy
Development Corporation (the “Corporation™), a corporation duly organized and existing under
and by virtue of the laws of the Republic of the Philippines, with principal address at Brgy.
Ingore, La Paz, Iloilo City.

2. At the meeting of the Board of Directors of the Corporation held on 12 April 2016, at
which meeting a quorum was present, participated, and acted throughout the duration of the said
meecting, the following resolutions were adopted and approved:

“RESOLVED, that Panay Energy Development Corporation (the
“Corporation”) be, as it is hereby, authorized and empowered to enter into an
Electric Power Purchase Agreement ("EPPA”) with Manila Electric Company
(“MERALCO?) for the supply of electric power from its Ix150 MW coal-fired
power plant located in Brgy. Ingore, La Paz, lloilo City, and to deliver and
perform the obligations of an electric power supplier under the EPPA;

“RESOLVED, FURTHER, that the Board of Directors of the
Corporation approves and authorizes the joint filing of the Application for
Approval of the EPPA between MERALCO and the Corporation, with prayer for
provisional authority, with the Energy Regulatory Commission (the “ERC”);

“RESOLVED, FURTHER, that the President of the Corporation, Mr.
Rolando T. Bacani, and its Executive Vice President, Mr. Jaime T. Azurin, acting
singly or jointly, or such other officer/person any of them may designate in
writing, be authorized (i) to negotiate the terms of the EPPA, and to sign, execute,
deliver, receive, and receipt, for and on behalf of the Corporation, any and all
documents and instruments required or necessary fo carry out the foregoing
resolutions, including but not limited to the EPPA, or any amendments thereto;
(ii) to sign, execute, and delivery any and all documents, including but not limited
to approving or causing the preparation and filing of the above-mentioned
Application with the ERC and other pleadings, motions, and other legal
documents, verifying allegations therein, executing affidavits or sworn statements,
giving testimonies, and executing certifications against forum-shopping; and (iii)
to do any and all legal acts necessary to carry out the foregoing resolutions;

“RESOLVED, FINALLY, that the Corporation ratifies and confirms, as
it hereby ratifies and confirms, any and all acts which the foregoing
directors/officers have done or shall lawfully do or cause to be done in
accordance with the terms of the foregoing resolutions.”



3. The foregoing resolutions are in accordance with the records of the Corporation, are
in full force and effect, and have not been amended or rescinded.

IN WITNESS WHEREOF, 1 have hereunto affixed my signature this

APR 2 6 2018 n PASIE CITY p
Aman@gtﬂkke %ﬂengson

Corporate Secretary

SUBSCRIBED AND SWORN to before me this _ APR 2 6 2016 in

PASIE CITY , affiant exhibiting to me her CTC No. 05086364

issued on 15 January 2016 in Makati City and satisfactorily proving to me her identity through

her Passport No. EC0012906, valid until 15 January 2019, that she is the same person who

personally signed before me the foregoing Secretary’s Certificate and acknowledged that she
executed the same.

Doc. No. !ﬁ z .

. ARMEN GRACE S. RAMOS
Page No. _ 38 : NOTARY PUBLIC
BookNo. Jv Pasig, Pateros, Taguig & San Juan

Series of 2016. Issued on July 13, 2015 at Pasig City
until December 31, 2016
Roll No. 55945; IBP No. 1023723; 01/08/16; RSM Chapter
PTR No. 1473409; 01/21/16; Pasig City
7" Floar, Lopez Bldg., Ortigas Ave., Pasig City



