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EMERGY REGULATO!

July 27, 2011 D E@EB

Date:
THE HONORABLE ERC COMMISSIONERS T"Q:
Energy Regulatory Commission DOCKET/

Pacific Center Building
San Miguel Avenue
Ortigas Center, Pasig City

Attention: Atty. Francis Saturnino Juan
Executive Director

Dear Honorable Commissioners,
Greetings!

This pertains to the Honorable Commission’s reply of 14 July 2011 through Atty.
Juan, (which our office received on 18 July 2011} to our letter dated 04 February
2011 signed by Ms. Cathy Go, our Media and Communications Head, again, denying our
request. Our letter simply reiterated its request for ERC to use its investigative and
quasi-judicial powers under the law by directing MERALCO to show proof, like, the
copy of the contract of the individual team members and photocopy of the check
MERALCO paid to the Philippine Basketball Association (PBA), including the salary of
the team coach, assistant coaches, players and staff.

Our reason was this will be the best proof that the money used for the PBA team,
MERALCO BOLTS, did not come from the MERALCO revenues which was approved by
the Honorable Commission.

Our request was simply meant to establish whether the funds used for the
organization of MERALCO BOLTS came from MERALCQ revenues or not because if it did
come from MERALCO which is a regulated entity, then it is a misuse {irregular} of
MERALCO fund and ERC should immediately disallow such misuse of MERALCO funds
and direct the MERALCO management to return said fund and penalize MERALCO.



This is so because all the revenues of MERALCO as a regulated entity come from the
monthly rate payment of its captive customers which is basically its source of
revenues.

As the Regulator which granted MERALCO an annual revenue based on MERALCO’s
budgetary requirement, it is mandated to ensure that all these revenues will be spent
on matters directly related to the provision of electricity that will also directly
benefit the consumers in terms of adequate, affordable, quality and reliable supply of
electricity. In short, all these funds collected from the consumers should redound to
their interest.

Clearly, the formation of MERALCO BOLTS to participate in the Philippine Basketball
Association conference has nothing to do in the provision of electricity and therefore
will not in anyway benefit the MERALCO captive customers who provide ALL the funds
needed by MERALCO being a regulated entity performing a state obligation of
providing a basic service. It is exactly the function of ERC as a regulator that we
invoking, to protect consumers from the misuse of the funds (which we find irregular)
they provide MERALCO. And to ensure that MERALCO funds are not misused is an ERC
obligation to determine.

Going back to the Commission’s reply of 14 July 2011, it explains that in the
Commission’s letter of November 3, 2010 (ERC’s reply to our letter dated 08 October
2010), for purposes of rate setting, the Commission only considers expenses related
to the provision of electricity falling under categories found in Article 4.13 (operating
and maintenance expenditure) of the RDWR.  We find this a reiteration of your
explanation in your 03 November 2010 letter which was your reply to our October 8,
2010 letter.

It is important to emphasize at this point, that we are not questioning the expenses
on the organization of the MERALCO BOLTS for purposes of rate setting as the rates
have been set already after setting first the MERALCO annual revenue based on its
budgetary requirements for four (4) consecutive years called a “regulatory period”.

All we want is for ERC to assure us that the funds used to organize the MERALCO
BOLTS did not come from MERALCO funds because if it did, that will be a misuse of
guaranteed funds provided by the MERALCO consumers, and therefore, irregular. But,
if it is determined that the fund came from the personal fund of the directors and
officers of MERALCO, then there is certainly no irregularity and our request is the only
way to find out.

This is the reason we are reiterating our request for ERC to use its investigative and
quasi-judicial powers under the law by directing MERALCO to show proof, like, the
copy of the contract of the individual team members and photocopy of the check
MERALCO paid to the Philippine Basketball Association (PBA), including the salary of
the team coach, assistant coaches, players and staff.




provide dit ne tunas needed by MERALLU, including the budget for its capital
expenditures, through their monthly rate payments. This is, therefore, an irregular
use of funds.

With the explanation above, we hope ERC would reconsider and will grant us our
request so that we will know, once and for all, whether there is a misuse or irregular
use of MERALCO funds or not.

We look forward to ERC’s most favorable response.

Very truly yours,

P : AN
President




