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I. POWER SECTOR SUPPLY CHAIN



I. POWER SECTOR SUPPLY CHAIN

In the Philippines, the power sector supply chain is operated by multiple stakeholders

Transmission

c

NATIONAL GRID CORPORATION OF THE PHILIPPINES (NGCP)

Distribution

c

MANILA ELECTRIC 
CCOMPANY

VISAYAN ELECTRIC COMPANY DAVAO LIGHT & POWER 
COMPANY

Generation

c

NATIONAL POWER 
CORPORATION

PRIVATIZED GENERATION COMPANIES
(TOP POWER PRODUCERS IN THE PH)

WHOLESALE ELECTRICITY 
SPOT MARKET (WESM)



II. UNBUNDLED ELECTRIC BILL

The power sector supply chain is mirrored by the unbundled electric bill

Generation

Transmission

Distribution

End-users

Şection 36 of RA 9136 (EPIRA)

ά̧¢ƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ǿƘŜŜƭƛƴƎ ŎƘŀǊƎŜ ǎƘŀƭƭ ōŜ ǳƴōǳƴŘƭŜŘ ŦǊƻƳ ǘƘŜ ǊŜǘŀƛƭ ǊŀǘŜ Χέ

ά̧Ω!ƴȅ ŜƭŜŎǘǊƛŎ ǇƻǿŜǊ ƛƴŘǳǎǘǊȅ ǇŀǊǘƛŎƛǇŀƴǘ ǎƘŀƭƭ ŦǳƴŎǘƛƻƴŀƭƭȅ ŀƴŘ ǎǘǊǳŎǘǳǊŀƭƭȅ 
ǳƴōǳƴŘƭŜ ƛǘǎ Χ ǊŀǘŜǎ Χέ

Sample bill from a large industrial customer



II. UNBUNDLED ELECTRIC BILL

1Q 2014 Share per Bill Component

P 5.43/kWh

56.8%

P 0.96/kWh

10.0%

P 1.08/kWh

11.3%

P 0.46/kWh

4.8%

P 1.63/kWh

17.1%

PASS THROUGH CHARGES

Generation Charge

Transmission Charge

System Loss Charge

Taxes & Universal Charges

MERALCO CHARGE



II. A. GENERATION CHARGE

P 5.43/kWh

56.8%

This is the cost of generating electricity. This goes to power generators.

1Q 2014 Share per Bill Component

1H 2013 Generation Charge Bill 
Component Share by Generation Source 



II. A. GENERATION

Generation Charge is the primary source of monthly electricity rate movement
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Php / kWh

!ǾŜǊŀƎŜ ƳƻƴǘƘƭȅ ƛƴŎǊŜŀǎŜ ŦǊƻƳ Wŀƴ Ψмл-aŀǊ Ψмп ƛǎ Php 0.03/kWh



II. A. GENERATION
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Generation Charge

Distribution Charge

Generation Charge is the primary source of monthly electricity rate movement
!ǾŜǊŀƎŜ ƳƻƴǘƘƭȅ ƛƴŎǊŜŀǎŜ ŦǊƻƳ Wŀƴ Ψмл-aŀǊ Ψмп ƛǎ Php 0.03/kWh
!ǾŜǊŀƎŜ ƳƻƴǘƘƭȅ ƛƴŎǊŜŀǎŜ ŦǊƻƳ Wŀƴ Ψмл-aŀǊ Ψмп ƛǎ Php 0.01/kWh



II. A. GENERATION

Factors affecting Generation Charge

WESM Prices
Power Plants Dispatch

(level of plant utilization) Fuel Prices

Forex Rate Season



II. B. TRANSMISSION

1Q 2014 Share per Bill Component

P 0.96/kWh

10.0%

This is the cost of delivering electricity from generators (typically located in the 
ǇǊƻǾƛƴŎŜǎύ ǘƻ aŜǊŀƭŎƻΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ǎȅǎǘŜƳΦ ¢Ƙƛǎ ƎƻŜǎ ǘƻ ǘƘŜ National Grid 
Corporation of the Philippines (NGCP)

Components of the Transmission Charge

Wheeling Charges
ωPower Delivery Service
ωSystem Operations Charge
ωSupply & Metering Charges

1

Ancillary Service Charges
ωDispatchable Reserve
ωContingency Reserve
ωFrequency Regulation
ωReactive Power Support
ωBlack Start

2

Goes to 
NGCP

Goes to 
Power 

Generators 
(pass-thru cost)



II. C. SYSTEM LOSS

1Q 2014 Share per Bill Component

P 0.46/kWh

4.8%

The recovery of power lost due to technical & non-technical system losses.  
This cost is collected by Meralco for the Generation Companies and NGCP

RA 7832: Anti-Electricity Pilferage Act

Imposes stiffer penalties for electricity 
pilferage, but sets ceiling on system losses 

that can be recovered through rates

{ȅǎǘŜƳ ƭƻǎǎ ƛǎ ǇŀǊǘ ƻŦ 5ƛǎǘǊƛōǳǘƛƻƴ ¦ǘƛƭƛǘȅΩǎ 
(DU) performance metrics and is regularly 

monitored by the ERC.

Year System LossCap*

1996 14.50%

1997 13.25%

1998 11.75%

1999-2009 9.5%

2009-present 8.5%

* As a percentage of Net System Input (NSI)



II. C. SYSTEM LOSS

Meralco System Loss Performance

üRecord  system loss  at 6.92%

10.85
11.10

10.21
10.10

9.65

9.28

8.61

7.94

7.35
6.92

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

AVOIDED CHARGE
2008: P0.36 Bn
2009:   1.37 
2010: 1.13 
2011: 2.38 
2012:   3.43 
2013:   3.87
Total : P12.59 Bn

(or equivalent to 7.02¢/kWh)

7.04

8.5% system loss cap

9.5% system loss cap



II. D. TAXES, SUBSIDIES & UNIVERSAL CHARGES

1Q 2014 Share per Bill Component

P 1.08/kWh

11.3%

1. Value Added Tax (VAT)
2. Local Franchise Tax
3. Lifeline Subsidy
4. Missionary Electrification 

Charge
5. Environmental Charge



Taxes

Universal Charges
A non-bypassable charge remitted to the Power Sector Assets and Liabilities 

Management Corporation (PSALM)

Missionary Electrification Charge

The amount collected is used for the 
electrification activities of Small Power 
Utilities Group (SPUG) that gives basic 
electric service to remote & unviable-

to-serve areas

Value Added Tax

With Republic Act 9337, VAT was 
imposed on the power industry, in 
lieu of the national franchise tax. 
Goes to the national government

Local Franchise Tax

Distribution utilities are required 
to pay local franchise taxes. Goes 

to local government units 

Environmental Charge

The amount collected is used to 
rehabilitate and maintain watershed 

reservations surrounding hydroelectric 
plants for sustained power generation

II. D. TAXES, SUBSIDIES & UNIVERSAL CHARGES



Lifeline Subsidy & Discount
Section 73 of EPIRA: ά! socialized pricing mechanism called a lifeline rate for the 
marginalized end-users shall be set by the ERC, which shall be exempted from the 

cross subsidy phase-out under this Act for a period of ten (10) years, unless extended 
by law.  The level of consumption and the rate shall be determined by the ERC after 

ŘǳŜ ƴƻǘƛŎŜ ŀƴŘ ƘŜŀǊƛƴƎέ

Discounts to marginalized end-users will be subsidized by all other customers of the 
Distribution Utility

Customers with low consumption 
simultaneously enjoy a lower 
distribution charge and a lifeline 
discount

On the other hand, larger 
consumers are both imposed a 
higher distribution charge and 
provide a lifeline subsidy

II. D. TAXES, SUBSIDIES & UNIVERSAL CHARGES


