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ERC RESOLUTION NO. 27, S 2010, December 15, 2010
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This is to amend the pertinent provisions of Resolution No. 48, Series of 2006 approved on September 20, 2006
relative to the legal principles and policies governing end-user connection, to read as follows:

“4.2.1 Existing End-users Connected to TRANSCO' s Substransmission System

XXX XXX XXX
4.2.2 Generation and Transmission Charges for Directly Connected End-users upon the sale of the
subtransmission assets to the DU

Upon acquisition of sub-transmission assets by the DU, the directly connected end-user shall continue to source
its power requirements from NPC or SGCg/IPPs during the effectivity of their power supply contracts (PSCs).
NPC and SGC¢/IPPs should continue to bill the directly connected end-users until the expiration of their PSCs
and shall provide the DU a list of their directly connected end-users, their historica data on the energy
consumptions and the respective expiration dates of their power supply contracts at least twelve (12) months prior
to their expiration.

Upon expiration of the PSCs, the DU shall be responsible for procuring the energy requirements of al its
end-users including the directly connected end-users. The energy requirements of these customers shall be part of
the blended purchased power of the DU. If the DU has no sufficient supply of power, the directly connected
end-users shall be allowed to secure their power requirements from other IPPs, subject to the approval of the
Commission.

With respect to the Transmission Supply Agreements (TSAS) between the directly connected end-users and
TRANSCO/NGCP, the same shall remain enforceable and binding between the parties for purposes of hilling the
other charges such as PDS, System Operation, Metering Service and Ancillary Services in accordance with their
TSAs.

Upon the consummation of the sale of the subtransmission assets, TRANSCO/NGCP and the DU shall provide
their respective metering facilities at the new asset boundary. While NGCP' s end-user’ s metering facilities have
not been replaced by those of the DU or an NGCP meter has not been installed at the asset boundary,
TRANSCO/NGCP shall provide the DU with metering data to allow the DU to bill and collect the applicable
sub-transmission charges.

5.0 Alternative Source of Power for Directly Connected End-users

Considering that majority of its generation plants were privatized and transferred to SGCs, there may be an
instance where NPC could no longer supply the power requirements of its existing customers including the
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directly connected end-users. As a consequence, the NPC may not renew or extend the PSCs of the directly
connected end-users. In such a case, the directly connected end-users shall be allowed to source their power
reguirements from other 1PPs in cases where the DU concerned has not established its financial and technical
capability of providing sufficient supply of power. The PSCs to be executed by and between the directly
connected end-users and the |PPs shall be subject to the approval of the Commission.

6.0. Qualification of a Directly Connected End-user Upon Implementation of Retail Competition and Open
Access

In line with the Commission’s mandate to enhance the competitive operation of electricity markets, all directly
connected end-users which qualify under the threshold level set forth in Section 31 of the EPIRA shall form part
of the contestable market upon the commencement of open access regardless of existing contractual arrangements
and whether the sub-transmission assets where they are connected have been sold to the DU.

On the matter of contractual arrangements, a distinction has to be made on whether the expiration of the contract
occurs prior or after the commencement of open access.

In cognizance of the non-impairment clause, al contracts where the terms expire after the commencement of open
access, whether assigned or not to any SGC, shall remain inviolable and valid. The status of the customer as a
contestable customer, if qualified, as such, shall not be affected and should be certified as such by the
Commission. While the NPC or the SGC may serve the requirements of the customer, a valid license to act as
such should be obtained from the Commission inasmuch as only a licensed RES is authorized to serve said
contestable customer.

Once these contracts expire and open access and retail competition are aready in effect, a particular directly
connected end-user can exercise its power to choose a RES and shall be covered by the rules and regulations
governing the competitive retail electricity market.

When retail competition is aready in place, no extension of such contract shall be made.

For contracts where the terms will expire prior to the commencement of open access, the renewal shall
automatically terminate on such date, regardless of whether said contracts are assigned to an SGC or not.

7.0 Summary of ERC Policies on End-user Connections
Prescinding from the foregoing, the ERC hereby re-states its policies on End-user connections, as follows:
“5.1 xxx

XXX XXX XXX

5.6 Upon acquisition of the substransmission assets by the qualified DU, the NPC or its SGC, IPP and NGCP
shall continue to bill the directly connected end-user of the Generation Charge, Power Delivery Service (PDS),
System Operation, Metering Service and Ancillary Services in accordance with their existing Transmission
Services Agreement (TSA) and power supply contracts. The DU and the directly connected end-user shall
execute a Distribution Wheeling Services Agreement or Connection Agreement commensurate to the sub-
transmission assets acquired by the DU and in accordance with the Guidelines to the Sale and Transfer of
TRANSCO'’ s Subtransmission Assets and the Franchising of Qualified Consortiums.

5.7 Upon expiration of the PSCs, the directly connected end-user shall be alowed to source its power
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requirements from an IPP in cases where NPC or SGC has no sufficient capacity or the DU has not established
its financial and technical capability of providing continuous, sufficient and reliable supply of power, subject
to the approval of the Commission.

5.8 All directly connected end-users which qualify under the threshold level set forth in Section 31 of the
EPIRA shall form part of the contestable market upon the commencement of open access regardless of the
existing contractual arrangements and whether the sub-transmission assets where they are connected have been
sold to the DU.

5.9 While the NPC, SGC or IPP may serve the requirements of the customer, a valid license to act as such
should be obtained from the Commission inasmuch as only a licensed RES is authorized to serve said
contestable customer upon implementation of open access.”

This Resolution shall take effect fifteen (15) days after publication in a newspaper of general circulation in the
country.

Let copies of this Resolution be furnished the University of the Philippines Law Center-Office of the National
Administrative Register (UPLC-ONAR) and all entities engaged in the generation, transmission, distribution and
supply of electricity.

Adopted: 15 December 2010
(SGD.) ZENAIDA G. CRUZ-DUCUT
Chairperson
(SGD.) RAUF A. TAN (ON OFFICIAL LEAVE)
(SGD.) ALEJANDRO Z. BARIN

Commissioner

Commissioner
(SGD.) MARIA TERESA A.R. CASTANEDA

(SGD.) JOSE C. REYES
Commissioner

Commissioner
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