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Subiject: Levte i Electric Cooperative, Inc, (LEYECD i)

OVER-COLLECTIONS

Dear Secretary Almendras,

Greetings!

This refers to our findings on OVER-COLLECTIONS of the Leyte i Electric Cooperative,
Inc. (LEYECO Hl) in the amount of Two Hundred Fourteen Nine Hundred Fifty-Eight
Thousand Five Hundred Ninety-One Pesos (B2 14,958,591.00).

These findings are based on LEYECO i’s Annual Reports from 20(}6 to 2009 where,
after deducting the cost of purchased power {i.e., generation, ftransmission and
system loss charges) of P394,803,347.00 from its ERC- approved rozai nnual revenue
of B475,886,738.00 under ERC Case No. 2001-932, the annual revenue requirement
appearing for LEYECO It is 281,083,391.00 with aver-collections as shown below:

ERC Approved vs. Actual Distribution Revenue

[ i Actual Distributien | Aporoved
| Year | Total Revenue | Cost of Power | Revenue | Revenue-Unbundling = Over/ {under) |
(~) | (€=A-5) s (N __(E=CD)
‘ 2006 | 731,679,960.00 | 611,042,749.00 ' __120.637,241.00 | 81,083,391.00 | 39,553,850.00 |
2007 | 730,47,011.00 | 601,444,556.00 | .128,962,455.00 | 81,083,391.00 | 47,879,064.00 ‘
(2008 | 754,448,923.00 | 613,585,087.00 | 140,843,836.00 | 81,083,391.00 | 5,780,445.00 |
1 | 2009 | 979,448,512.00 | §30,619,889.00 | _ 148,828,623.00 | 81.083,391.00 | 67,745,232.00 |

| Total Over/{Under) | 1214,958,591.00
i T { i




Based on the table above, LEYECO 1i’s aver-collections were R39,553,850.00 in
2006, R47,879,064.00 in 2007, R59,780,445.00 in 2008, and RB67,745,232.00 in
2009 or a total of P214,958,591.00.

LEYECO !I’'s ERC-approved annual revenue requirement starting in 2006 was, to begin
with, already more than its incurred actual cost of service in providing the service
of distributing electricity. This is made obvious by the inclusion in the approved
annual revenue requirement for 2004 onwards of LEYECO I’s administrative and
operaticnal expenses, debt servicing, and CAPEX. Clearly, receipts of LEYECO ] in
excess of its already bioated annual revenue requirement {i.e., P81.083 million) are
over-collections,

Presidential Decree (PD) No. 1645 amending Presidential Decree (FD) No, 269 gives
the National Electrification Administration (the “NEA”) direct control and supervision
of electric coaperatives, including LEYECO I, which are “non-profit”, The aforesaid
laws keep electric cooperatives under NEA within the latter’s regulatory surveillance.
Interestingly, PD 269 (n) defines “non-profit” to mean that:

‘[A] cooperative shall not engage in business for the ourpose of making
a profit for itself or its patrons, but T SHALL NOT MEAN THAT a
Cooperative may not account on a patronage basis to its patrons for
any receipts in excess of its expenses in relation to its operations in
serving such patrons or in relation to investment of any of its surplus funds
pending their use by the cooperative or their refund to patrons; NOR SHaLL
IT MEAW that such excess receipts may not be refunded to  its
patrons, or may not be converted into patron-furnished capital subject
to  later redemption and retirement by the cooperative” {emphasis
supplied].

The LEYECO WI’s member-consumers, who are likewise joint owners thereof deserve,
to know why LEYECO I's over-collections were not disclosed to them during the
annual general membership assembly {AGMA) of 2006, 2007, 2008, 2009 and 2010} and
to the NEA (lender-administrative regulator). This clearly shows the lack of
transparency and accountability on the part of LEYECO Il Management, which boasts
of being No. 1 in Region Vil in terms of efficiency and strength.

Had LEYECO i been registered with the Cooperative Development Authority (CDA), it
would have responsibly and readily disclosed these over-collections in its general
assembly, which over-collections would have been refunded to its member-consumers
immediately, thus ensuring that the rates it charges its member-owners are just and
reasonable. LEYECO Ii’s over-collections are a betrayal of member-consumers’ trust
and ought to have no place in a truly regulated industry.

Our findings further reveal LEYECO iI’s increasing expenses as showed in its annual
reports in the cited accounts for the following years:




2007 |

2008

2009 |

e

anormation, Instructional and Advertising

511,180.00

| 927,290.00

1,083,362.00 |

366,179.00

| Misceilansous

9,056,494.00

11,750,734.00

8,345,465 00

7,771,819.00 |

| Salaries

14,534,161.00

17,353,938.00

23,7274,427.00

76,392,152.00

ii)p_t_sid_eServiceg Employed 2,691,227.00 2,528,998.00 2,647,916.00 2,785,619.00
| Training and Travel = 1,956,731.00 3,914,650.00 3,910,808.00 | 7,542,339.00
| HR Related Expenses(created in 2009 only) | 746,983.00 620,170.00

| Networking Activities(created in 2009 only)

374,765.00

! TOTAL Distribution/Consumer/General &

| Admin

| 585, 738.00

|
i
T
|

istrative Expenses | P108,874,567 | P124,150,932 | R139,940,618

Except for the item on Salaries, which allowed the growth in kilowatt-hour sales to
meet the cooperative’s increase in salaries/wages mandated by Wage Orders, the rest
of the items as shown above were not inciuded in the Grder issued in February 2004
under ERC Case No. 2001-932. Due to the absence of any authority from the Energy
Regulatory Commission (the “ERC”) and the confirmation from NEA, these expenses
are naturally and without doubt unauthorized and, therefore, illegal.

In 2005, LEYECO 1I’s Salaries amounted to B9,613,615.00. By 2010, this dramatically
rose to R26,392,150.00, representing an increase of 180% over a period of six (&)
years or an annual average increase of 30%,

These increases compel us to ask:

1. Were the increases in each of the items cited above authorized by Board
Resolutions? If so, may we be furnished coples of the same, which LEYECO H is
mandated to submit to NEA for confirmation before implementation?

Z. Was each increase approved by the member-consumers in 2 general assembly?
if so, may we be furnished copy/ies of the Assembly’s Resolution/s approving
each increase?

[¥5]

Was each increase approved by the NEA? if 5o, may we be furnished copy/ies of
NEA’s approval?

If NEA fails to produce and furnish us these authorizations from {a) the LEYECO i
Board, (b} the AGMA, and (c) the NEA within 15 days from receint of this letter, we
will take it to mean that there zre no such authorizations, which could only mean that
LEYECO i Management committed a “breach of trust” when it continued collecting in
excess of its annual revenue requirement from its member-consumers,

Without the aforementioned authorizations, all the increases in LEYECO I’s
Distribution/Consumer/General & Administrative Expenses could have only been
sourced from its yearly over-collections at the expense of its member-consumers, who
end up being charged with unjust, unreasonable, and oppressive rates. The
perpetration of these over-collections over five (5) years now would not have
happened if not for LEYECO II’s failure to disclose the same to NEA and NEA’s failure
to review the LEYECO iI’s Annual Reports and other reportorial submissions. Had NEA
done its regulatory role in 2006, the over-cotlections in the succeeding years would
have been prevented,

136,748,869
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