
Republic of the Philippines
ENERGY REGULATORY COMMISS

San MiguelAvenue, Pasig City

IN THE MATTER OF THE
APPLICATION FOR
APPROVAL OF
APPLICANT'S (1) BUSINESS
SEPARATION AND
UNBUNDLING PLAN
(BSUP); AND (2)
ACCOUNTING AND COST
ALLOCATION MANUAL
(ACAM) IN ACCORDANCE
WITH THE PROVISIONS OF
SECTION 36 OF R.A. 9136
AND RULE 10 OF ITS
IMPLEMENTING RULES
AND REGULATIONS,

KEPCO SPC POWER
CORPORATION (KSPC),

Applicant.
J(------------------------------------J(

ERC CASE NO. 017-009 MC

I
DOOKE'I'ED
nale: [litU_.~
By: 0" .W..,_ ..~

ORDER

On 16 June 2017, KEPCOSPC Power Corporati n (KSPC) filed
an Application dated 29 May 2017 seeking the Commission's
approval of its Business Separation and Unbtindling P an (BSUP) and
Accounting and Cost Allocation Mantial (ACAM)in ~ccordance with
the provisions of Section 36 of RiA. 9136 and.' ule 10 of its
Implementing Rules and Regulations. i

!

KSPCalleged the following in its Application:

I
THE APPLICANT I

1. KSPC is a generation company duly au~horized a d existing
under and by virtue of the laws of the Repu~lic of the
Philippines, with principal office address ~tthe 7th -l oor of the
Cebu Holdings Center, Cebu Business Pai:'l<,Cebu ity. Copies
of KSPC's Certificate of Registration, Articles of In orporation
with By Laws, General Information Sheet, an the ERe

I
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nexes "A,"Certificate of Complianct;! are attaclwd hJreto as
"B," "C," and "D", respectively.' I

2. KSPC is a holder of Retail Electricity Supplier Lice se No. RES
- 10-2016-008, approved on October 18, 2016. Copy of KSPC's
RES License is attached hereto as Annex "E".

3. Applicant may be served with orders and ath r processes
through the undersigned counsels. !

NATURE OF THE APPLICATioN

4. In compliance with the provisions of Section 36 of R.A. 9136,
and Rule 10, Section 3 (b) of: its implementing Rules and
Regulations (IRR), which reqtiires electric power industry
participants to structurally and funct~onally u bundle the
business activities as between generation, t ansmission,
distribution and supply, and in' compli4nce to th terms and
conditions of the Retail Electricity Supplier's Licen e issued by
this Honorable Commission to Applicknt KSPC, it herein
submits this Business Separation and Urtbundling Plan (BSUP)
and the Accounting and Cost Ailocatiorl Manual iACAM), for
the approval of this Honorable Commission.

conference
ommlSSlOn
urposes of
documents

7.

OMPLIANCE WITH PRE-FILING RE .UIREM NTS

5. In compliance with Section 2, Rule 610f the E C Rules of
Practice and Procedure, this being a mis ellaneous application,
applicant shall furnish the respective legislative bodies of the
Provincial Gover~ment of Ceb~1a~d t~f ~ity Go~ernme~t of
Cebu, where apphcant KSPC offife IS pnnclpally Iodated, WIth a
complete copy of the present application and all its nnexes and

. d Iaccompanymg ocuments. I :
Copies of the certificates fr0P1 the !Presiding Officer or
authorized representative of the legislative bodies f Cebu City,
as well as the Province of Cebu, will be lattached s Annexes
"F", and "G," respectively. I

6. Furthermore, applicant shall Gause tqe publicfition of the
present application in a newspaper of general cirCtilttion within
its franchise area or area where it princip\llly operat s.

Copies of the corresponding Affidavit df Publicat on and the
newspaper will be attached as Annbxes "H' and "I",
respectively. i I
Prior to the filing of this applic~tion, a :pre- filin
will be conducted with the concerned steff of the
pursuant to Section 4 of Rtile 6, and for
determining completeness of: the s~pporting
attached to the application. .
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BACKGROUND I
8. KSPC's application for Retail ElectricitY, Supplier License was

approved by this Honorable Commission on Octo~er18, 2016.
Pursuant to the Terms and Conditions of the Retail Electricity
Supplier License, KSPC was mandated to sutimit to the
Commission its Business Separation and Unbuhdling Plan
(BSUP) at least ninety (90) days from issuancel of its RES
License.

g. Due to time constraint, KSPC requested: for additi nal time to
comply with the requirements of the filing of the B UP. Iu view
of the request, KSPC was granted extensi'on until J ne 30, 2017
to comply the said requirement. : I
Copy of the ERe Letter is here attached as Annex ",J".

I
10. Through this Application, KSPC respectfully s bmits this

Business Separation and Unb~ndling Plan (BS P) and the
Accounting Cost Allocation Manual (ACAM), for th approval of
this Honorable Commission.; I

KSPC BSUP andACAM !,
11. KSPC BSVP consists of six (6) sections as presc ibed in the

BSUP Filing Package, as follows:

SECTION I.CURRENT STRUCTURE
;

KEPCa SPC Power Corporation :(KSPC d the
Company) was registered with the: Securitie and
Exchange Commission (SEC) on June 22, 200 "With
SEC registra~ion number I CS200510~55. 1 '0-e
Company was mcorporated tci address the mcreasmg
electricity demand and immihent power shortdge in
2010. To address this, KEPCO Philippines HoI: ings,
Inc. (KPHI) took on the construction ,of the 20 MW
Circulation Fluidized Bed Combustion (CFEC) ower
Plant in the City of Naga, Cebu. The projec was
implemented by KSPC, a joint venture of K pca
Philippines and SPCPower Corporatidn.

KSPC is responsible for the whOll constru tion,
operation, and maintenance of the plant, inclhding
fuel supply, among others, without Iany Phil,ippine
government guarantees. The Company is a met hant
power plant, characterized by the execution of ower
Sales Contracts (PSCs) with distributlon utilitie and,
electric cooperatives. :

I .
The Company's registered office addr~ss is loc~ted at
rh Floor, Cebu Holdings Center, CebJ Business ark,
Cebu City. I
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CORPORATE STRUCTURE

KSPC is 6o%~owned by KEPCO Philippines Ho*ings,
Inc. and 4o%~owned by SPC Power Corpo ation
(Annex A' BSUP, KSPC Grou~ Corporlztion

I
Structure). !

KEPCO Philippines Holdings, I SECR . tr ,'0. N CS 6Inc. (KPHI) egIs a 10 0.: 2005204 4

KPHI was registered with the SEC on December 15, ~005 primarily to hold
potential investments.

SPC Power Corporation (SPC) I SECRegistratiOl No.: AS094-00236S

Formerly known as Saleon Power Corporation, SPC is engaged in various
business activities within the Philippines' that inclu e, among others, the
development, construction, rehabilitation, maintena ee, management and
operation of power generating plants, electricity di tribution and related
facilities.

, I
SECTION II. DETAILS OFIBUSINESS SEGMENTS

I
BUSINESS SEGMENTS I

I I

The Company has two (2) b~siness kegments hich
include: i I

1. Generation of Electricity and
Provision of Ancillary Services; and,

2. Supply Services.

Generation of Electricity and Provision of
Ancillary Services (Generation)

I

This segment pertains to the production of elec ricity
and the provision of ancillary services usitl the
generation assets. Ancillary services ,are essen ial to
facilitate orderly trading in electricity land ensur that
electricity supplies are of an acceptable quality.

Snpply Services (Supply)

This comprises the sale of electricity by a generating
company, licensed as RES,' to End-users iA the
contestable market. It include~ the following:

l I
a. The billing, collection ~nd the provision

of customer services to such End-users
in their capacity as electricity cbnsumers
or to such other customersl in their
capacity as purchasers of electricity;

I Herein attached and marked as Annex "K".
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I
b. Energy trading (including the:purchase

of electricity) undertaken in cbnnection
with the sale of electricity to End-users
who are included in the C~ntestable
Market; and,

C. The sale of electricity to End-users who
are included in the Contestable: Market.

I
SEGREGATION OF ,PERSONNEL TO
BUSINESS SEGMENTS

The Company has 161 personnel who will serpce a
specific or multiple business segments summarized as
follows:

Total Number of Personnel
Department Number of S .1.,,,ervICln

Personnel Generation I I Snooly
Dcnarhnents en aoed in a snecific seament~
Qoerations 64 64
Turbine , ,
Boiler and 13 '3Electrical -,

Instrumentation 11 I 11and Control -, ,
Environmental 18 I ,8 I, -
and Chemical I

Total Personnel 111 ! 111
, ,

Department
, I Totall\tmber of
1 Per oone]

Departments engaged in both segments: I
Officeof the ! 11President ,,

Human Resources and General land I fSAffairs I
Marketinl! I [0
Contracts I Iq
Community and

I I 3Public Relations
Planning and I
Finance I , 9
Legal I I 1
Audit I 2

Total Personnel I 0

All personnel are properly identifiJd to a s ecific
business segment in which they are erlgaged wit . If a
person serves multiple business ~egments (See
Annex B2BSUP, Business SegmJnt Activ ties),
the cost of such personnel is allocatetI in accor ance
with the allocation methodology ~dopted b the

I

I
2. Supra.
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I
Company (See Part VII3, Accourlting an<
Allocation Manual). I,
DESCRIPTION OFASSETS

Cost

As a policy, all assets acquired by the Campa, yare
tagged and identified to the specific business se ment
where these will be utilized. This is based n the
purpose to which these assets were ace uired,
installed, constructed and their use] in the 0 er-all
operations of the Company. Assets acquired for se by
multiple segments are allocated as follows:

!

:> Supra.

Account
Property,
plant and
Equipment

Other
noncurrent
assets

Other
current
assets

Inventories

Trade and
other
receivables

Cash and
cash
equivalents

Descrintion
This includes buildihg, office
equipment, Ivehicles,
furniture and fixtures,
leasehold and I land
improvements, machineries,
heavy equipmen~ and ~
construction in Iprogress'
which have useful lives
ranging from five to tvventy-
five years. i

;
This account .includes
security deposits for leases,
prepaid rent- net of current
nortion and others. I
This includes prepaid real I
property tax, prep:;tid rent, i
insurance premiums paid in
advance, advance payments
made to suppliers and other
current assets.

~!
This account pertains to ~
coal, light oil and limestone
inventories. Included also
are spare parts for use in the
onerations of the COITmanv.
This represents outstanding
billings for energy fees 'I

arising from deVver of,
electric power and energy
from the following: '
- Generation I

- Supply

This includes peso and
dollar denominated accounts
for collections and
disbursements pertaining to
its operations and other
activities. Included also is a
reserved account for
dividends and subordinated
principal & internal
distributions.

Business Se
Generation

I
I

x

x

x

x

x

ments
S~ llv

x

x

x

N/A

x

x
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SECTION III. !\A~Q!Jm1JN~G!:UlS'llE~PARAilliAITI!!O*

As required by Rule 10, Section 1 of the Implem nting
Rules and Regulations (IRR) of R.A. No. 9]36 or
otherwise known as the "Electric Power Inaustry
Reform Act of 2001" (EPlRA), KSPC has prepated an
Accounting and Cost Allocation Manual (ACAMi to be
adopted in the preparation of the Accounting. 'SeparatIOn Statements (See Annex C4, KSPC
Accounting and Cost Allocation Manual).i

The Company has prepared an express UTIderEking
complying with the code of conduct 'promulga ed by
the ERe to regulate matters relating to end Isers.
This express undertaking is in compliance wi h the
following articles in thel Busin~ss Sepatation
Guidelines (BSG), as amended: ,

I
Article ! Provision
II General Princinles:for Accountincr Se aration

III Information Re':-'uiremeilts for Accounting-
Separation I I, ,

I '
The Company should maintain separate accounts
for each business s~gment or ensure that revenues,
costs, assets arid liabilities are separately
identifiable in the books of the Comp ny.

I

IV Business Segments

The Company's business segment should be
separated as follows: Generation of I ectricityand
Provision of Ancillary !Services and Supply
Services. i I

I I

4 Supra.
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(See Annex D5, Express Undertaking ~lthe
Compliance with Articles II, III and IV "f the
BSG, as amended)

SECTION IV. DESCRIPTI N OF SEPARA: ION

KSPC operates as a sIngle juridical entity 'n the
conduct of its business operations which are d vided
into the following business segments:

• Generation of Electricity and Provision of
Ancillary Semces

• Supply Services

As a policy, the Company identifies and recolds itsbusiness activities based onl the foregoing business
segments. Books of accoJnts are maintainbd to
ensure that activities per 'business segments are
separately recorded. If business activities cover
multiple business segments, allocation method logies
and policies are adopted by the Company to nsure
that assets, liabilities, revenues and expenses fr ill the
business activities are reasonably alldcated to s' ecific
business segments.

Further, KSPC has expressly pndertake its
compliance with the provisions of Article V 9f the
BSG, as amended, requiring the proper use o~ End-
user information of a distribution utility (See A;nnex
E6, Express Undertaking on the Compliance
with Article V of the BSG, as amended). I
SECTION V. MILESTONES AND HIGHLIGHTS

KSPC commits to implement the principle and
allocation methodologies as -written i~ the AC . The
Company will enact the following a~er the ap roval
fromERC: I.
Week 1: Accounting system update to ens re
that the cost identification add allocat on
methodologies as described in the ACAM: hre
properly implemented: I 1
Week 2: Orientation to all employees invol ed
on the BSUP I

I,.

5 supra
6 Supra.

Week 3: Seminars and workshops for its
employees to enhance their knoWledge of he
activities of each business segment t

I

I,,,,,
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Week 4: Trainingsof ~SUPpersonnelinvoltd
in its implementation I

KSPC win also continuously limprove on its bt.I~iness
processes to ensure proper ffi?nitoring or alloca~ion of
business activities per busine~s segment. I

SECTION VI. CODE OF CONDUCT l
KSPCundertakes to developa plan to complywi h the
Code of Conduct for Competitive Retail 1arket
Participants as promulgatedby the ERC(See nnex
F7, Express Undertaking on the Campi ance
with the Code of Conduct).,

12. The Business Separation an4 Unbundling PI n and the
AccountingCostAllocationManilal(ACAM)are all chedin this
Application and marked as Annex "K', which co y is hereby
adopted and incorporated in this instant applica ion. It shall
fully implement this Plan upojl appro}'alby tbi Honorable
Commission. i,

PRAYER

"3. Copy of the Secretary Certificate executed by tHe Corporate
Secretary of KSPC authorizing this Application is Here attached
as Annex "L".

I
I
I I

WHEREFORE, premises considereq, it is most respectfully
prayed of the Honorable Commission tha~ after du4 notice and
hearing, a DECISION be issued apptoving the Busine:ss Separation
and Unbundling Plan (BSUP)and the AccountingCo t Allocation
Manual (ACAM)ofKSPC.

Other reliefs just and equitable are likewise pray d for.

I

Accordingly, KSPC is hereby diJected to:
,

Finding the said Application sufficient in su stance with the
required fees having been paid, the s~me is hereby set for
determination of compliance with the jurisdiction I requirements,
expository presentation, Pre-trial Confereb.ce, and presentation of
evidence on 05 September 2017 (Tuestlay) at ten o'clock in
the morning (10:00 A.M.), at the ERe Hearing Room, 15th
Floor Pacific Center Building, San Miguel Avenue, Pasig
City.

1)
1,

Cause the publication of the a1jtached
Hearing at least once (IX) in a newspap

otice of Public
r of nationwide

7 Supra.
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circulation in the Philippines at its own ex ense, the date of
the publication to be made not later th~n ten (10) days
before the date of the scheduled initial heating;

I

2) Furnish the Offices of the City Mayor,1 and the Local
Government Unit (LGU) legislative body 0t the place where
Applicant's principal office is located wi ,h copies of this
Order and the attached Notice of Public Hearing for the
appropriate posting thereof on :their re pective bulletin
boards;

3) Furnish the Office of the Solicitor General (OSG), the
Commission on Audit (COA), and the ICommittees on
Energy of both Houses of Congress with copies of the
Application, and this Order and the attkched Notice of
Public Hearing. They are hereby requdsted, if they so
desire to send their duly authorized reprei entatives at the
scheduled hearing; and

!
The evidence of publication of the' attached Notice of Public. ,
Hearing consisting of affidavit of the Editor or Business
Manager of the newspaper where the said Notice of Public
Hearing was published, and the complete issue of the said
newspaper;

1)

4) Furnish all those making requests wit copies of the
Application and its attachments, subject t, reimbursement
of reasonable photocopying costs. ,,

On the date of the initial heariAg, Applicant must submit to the
Commission its written compliance with the aforementioned
jurisdictional requirements attaching therewit methodically
arranged and duly marked the following:

2) The evidence of actual posting of this Order and the
attached Notice of Public Hearing consisting of
certifications issued to that effect, sign by the afore-
mentioned Mayor, and LGU legi~lative b dy or their duly
authorized representatives, beating the seals of their,
offices; :

3) The evidence of receipt of copies of the pplication, and
this Order and the attached Notice of Public Hearing by the
Office of the Solicitor General (OSG), the Commission on
Audit (COA), and the Committees on nergy of both
Houses of Congress;
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4) The evidence of receipt of copies of the A lication and its
attachments by all those making, requests therefor, if any;
and

5) Such other proof of compliance with the requirements of
the Commission.

Applicant and all interested parties are also re uired to submit,
at least five (5) days before the date of initial hearing and Pre-Trial
Conference, their respective Pre-Trial Briefs corltaining, among
others:

1) A summary of admitted facts and proposed stipulation of
facts;

2) The issues to be tried or resolved;

3) The documents or exhibits to be prese ted, stating the
purposes and proposed markings therefor; and

I

4) The number and names ofthe wiJnesses, 'th their written
testimonies in a Judicial Affidavit form art ched to the Pre-
trial Brief.

I

Failure of Applicant to submit the required Pr -Trial Brief and
, , ,

Judicial Affidavits of its witnesses within the prescribed period shall
be a ground for cancellation of the scheduled hbaring, and the
resetting of which shall be six (6) Imonths from the said date of
cancellation. i

KSPC must also be prepared to make an expository
presentation of the instant ApjJlicatio'n, aided by whatever
communication medium that it may deem app opriate for the
purpose, in order to put in plain words and lexplain, or the benefit of
the consumers and other concerned parties, what t e Application is
all about and the reasons and justificatiorls being ited in support
thereof.

SO ORDERED.

Pasig City, 26 July 2017.
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I
FORAND BY AUTHORITY

OF THU];MMISSION:, I

ALF OJ.NO
Officer-In-Charge of RC

Copy Furnished:

L

2.

4.

6.

Attys. Julius Christian Reyes, Rhee Christopher Vano, and Gamaliel Nard
Counsel/or Applicant KSPC
7th Floor, Cebu Holdings Center
Cebu Business Park, Cebu City

Office of the City Mayor
Cebu City

,
Office ufthe Local Government Unit (LCU) legislative body
Cebu City I

Office of the Solicitor General
134 Amorsolo Street, Legaspi Village, Makati City

Commission on Audit
Commonwealth Avenue, Quezon City

Senate Committee on Energy
GSIS Bldg. Roxas Blvd., Pasay City

House Committee on Energy
Batasan Hills, Quezon City

8. Philippine Chamber of Commerce and Industry (pecI)
3'd Floor, Chamber and Industry Plaza (eIP), 1030 Campus Avenue corn r Park Avenue, McKinley
Town Center, Fort Bonifacio, Taguig City

9. Regulatory Operations Service
17th Floor Pacific Center, San Miguel Avenue, Pasig City
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