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ERC raises NGCP revenue
cap to P380B through 2027
THE Energy Regulatory Commission 
(ERC) raised the revenue ceiling for 
the National Grid Corp. of the Phil-
ippines (NGCP) to P380.45 billion 
through 2027 after approving a high-
er regulated return on capital for the 
country’s transmission operator.

In an order dated May 15, the regu-
lator modifi ed portions of its Jan. 29 
decision and granted parts of NGCP’s 
motion for reconsideration under the 
fi fth regulatory period (5RP) rate re-
set covering 2023 to 2027.

The revised ruling increased 
NGCP’s maximum allowable rev-
enue (MAR) by P4.04 billion to 
P380.45 billion from the previ-
ously approved P376.42 billion. The 
ERC also raised the grid operator’s 
adjusted annual revenue require-
ment (ARR) to P378.71 billion from 
P374.98 billion.

The adjustment followed the ERC’s 
recalibration of the weighted aver-
age cost of capital (WACC) to 11.92% 
from 11.74%. The WACC serves as 
the benchmark used by regulators to 
determine the return a utility may 
earn on its investments.

“This WACC is intended to estab-
lish a fair and reasonable opportunity 
for NGCP to recover its e�  cient costs 
of capital contemporaneously with 
the RP (regulatory period) to which 
the rates ought to apply,” the ERC said 
in its order.

NGCP operates, maintains, and 
develops the country’s state-owned 
power grid under a 50-year franchise 
granted by Congress. The company 
began operations in 2009 after tak-
ing over transmission functions and 
related facilities nationwide.

The transmission network deliv-
ers electricity from power generators 
to distribution utilities and directly 
connected customers through an 
interconnected system spanning 
more than 21,000 circuit kilometers 
of transmission lines, about 20,000 
transmission towers, and 140 sub-
stations across Luzon, Visayas, and 
Mindanao.

Based on company data, the Luzon 
grid accounts for about 74% of the 
country’s total electricity demand, 
while the Visayas and Mindanao grids 
represent 14% and 12%, respectively.

Under its franchise, NGCP is au-
thorized to operate and maintain 
transmission facilities and under-
take the construction and expan-
sion of transmission infrastructure, 
including the exercise of eminent 
domain when necessary for trans-
mission projects.

As a regulated public utility, 
NGCP’s recoverable revenues and al-
lowable returns are subject to period-
ic ERC rate reset exercises conducted 
every five years. Under the process, 
regulated entities submit forecast ex-
penditures, operating costs, and pro-
posed capital projects for evaluation.

The ERC then determines the 
MAR, or the maximum revenue 
NGCP may recover from consum-
ers for transmission services, and the 
ARR, or the amount needed to cover 
operating and capital-related expens-
es during the regulatory period.

The regulator also moved the 
implementation of the 2023 MAR 
adjustments to October 2026 from 
the earlier August 2026 schedule to 
align with NGCP’s billing cycle. —
Sheldeen Joy Talavera

PLDT sees limited near-term
impact from satellite entrants

PLDT INC. said the anticipated arrival of 
satellite telecommunications providers this 
year is unlikely to signifi cantly alter market 
dynamics in the near term, citing coverage 
limitations and high operating costs tied to 
direct-to-cell services.

The company said direct-to-cell technol-
ogy remains in its early stages and continues 
to face service and affordability constraints 
despite growing regulatory support for new 
industry participants.

“We are not scared of the direct-to-cell at 
this particular point in time. Because if you 
tested it, or if you tried it, it is really a bad 
customer experience. At this point in time, 
we are not used to that kind of service,” PLDT 
Chief Operating O�  cer and Head of Network 
Menardo G. Jimenez, Jr. said during a com-
pany briefi ng last week.

The comments came after Information 
and Communications Technology Secretary 
Henry Rhoel R. Aguda said last week that two 
US-based satellite service providers are ex-
pected to begin operations in the Philippines 
this year.

The Department of Information and Com-
munications Technology (DICT) said the 
applications of the two companies are already 
in advanced stages at the National Telecom-
munications Commission (NTC). One opera-
tor may secure regulatory approval within the 
month after completing testing activities, 
while another is expected to launch services 
within the year.

Direct-to-cell technology allows mobile 
devices to connect directly to low-Earth orbit 
(LEO) satellites without relying on traditional 
cellular towers. The technology is seen as a 
potential solution for geographically isolated 
and underserved areas that lack conventional 
telecommunications infrastructure.

PLDT executives, however, said the ser-
vices remain costly compared with traditional 
mobile o� erings.

“For the telecommunications company, 
satellite providers at present tend to charge at 
a very high cost,” PLDT Senior Vice-President 
and Enterprise Business Head Patricio S. 
Pineda III said.

“I do not think any of that takes us away 
from what we have been trying to do over the 
past three to four decades of really trying to 
drive very affordable packages for our con-
sumers,” he added.

Mr. Pineda said the company continues 
to expand network coverage, including in 
geographically isolated and disadvantaged 
areas (GIDAs).

Mr. Jimenez said PLDT’s wireless unit 
Smart Communications, Inc., together with 
Globe Telecom, Inc., already covers about 96% 
of the Philippine population.

“That means we do not cover 4% of the Phil-
ippines, where are you going to use satellites for? 
I mean, you’ll need it for backup. But if you’re 
gonna pay the exorbitant amount they charge 
for backup. So, it is fancy, and it is exciting, by all 
means come to the Philippines,” he said.

Despite its reservations about current 
commercial viability, PLDT is also exploring 
satellite-based services through its partner-
ship with Lynk Global, Inc. The collaboration 
involves testing direct-to-device satellite con-
nectivity that would allow ordinary mobile 
phones to send and receive communications 
in areas without cellular coverage.

Mr. Jimenez said the technology is expect-
ed to improve over time, adding that PLDT is 
prepared to scale up related services once the 
market matures further.

The planned entry of additional satel-
lite operators follows the enactment of the 
Konektadong Pinoy Act, or the Open Access 
in Data Transmission Act, which liberalized 
participation in the data transmission sector 
by removing the congressional franchise re-
quirement for qualifi ed industry participants.

The law aims to streamline permitting 
and licensing procedures and promote infra-
structure sharing to improve competition and 
connectivity services. Under the measure, 
data transmission industry participants may 
construct, establish, maintain, lease, or oper-
ate data transmission networks and facilities 
without securing a legislative franchise.

Separately, PLDT said it is considering list-
ing its data center business as a real estate in-
vestment trust (REIT), although the company 
has yet to set a timeline for the plan.

PLDT Senior Vice-President and Chief 
Financial O�  cer Danny Y. Yu said the com-
pany is evaluating several fundraising options, 
including the monetization of non-fi ber assets 
and the sale of idle properties once market 
conditions improve.

On May 14, PLDT’s board approved the 
retirement of Mr. Yu effective May 31. The 
board also approved the appointment of Leo 
I. Posadas as o�  cer-in-charge of the fi nance, 
risk, and sustainability group while concur-
rently serving as senior vice-president and 
treasurer e� ective June 1.

For the first quarter, PLDT reported a 
1.77% decline in attributable net income to 
P8.87 billion from a year earlier as higher 
expenses o� set modest revenue growth.

Hastings Holdings, Inc., a unit of the 
PLDT Beneficial Trust Fund subsidiary 
MediaQuest Holdings, Inc., holds a major-
ity stake in BusinessWorld  through the 
Philippine Star Group.

By Ashley Erika O. Jose
Reporter

Puregold shares climb after higher fi rst-quarter profi t

SHARES in Puregold Price Club, Inc. 
rose last week after the retailer post-
ed higher fi rst-quarter (Q1) earnings.

Philippine Stock Exchange 
(PSE) data showed that Puregold 
was the sixth most actively traded 
stock last week, with 22.89 million 
shares valued at P1.06 billion traded 
from May 11 to 15.

The listed retailer closed at P45.85 
per share on Friday, up 4.4% from 
its P43.90 finish a week earlier. The 
stock outperformed both the services 
sector’s 3.3% gain and the benchmark 
Philippine Stock Exchange index’s 
(PSEi) 0.3% increase during the period.

Since the start of the year, Pure-
gold shares have climbed 20.7%, 
trailing the services sector’s 26.6% 
growth but outperforming the 
PSEi’s 1.3% decline.

“[Puregold’s] opening price this 
week was a direct market reaction 
to what was a genuinely strong quar-
terly print,” Regina Capital Develop-
ment Corp. Equity Analyst Jasper 
Timoteo A. Ondap said in an e-mail.

He said the company’s net income 
and consolidated net sales “came in 
well above what we had penciled in.”

Aniceto K. Pangan, equity trader 
at Diversified Securities, said the 
stock’s gains were driven by “dou-
ble-digit revenue growth... and 
more than 20% income growth in 
the [fi rst quarter].”

In a regulatory fi ling on Wednesday 
last week, Puregold reported a 23.7% 
increase in attributable net income to 
P3.26 billion in the January-to-March 
period from P2.64 billion a year earlier.

Gross revenue rose 12.1% to 
P59.76 billion from P53.32 billion 
previously.

In a separate statement, the 
company said fi rst-quarter growth 
was supported by positive same-
store sales growth (SSSG). Puregold 
stores posted a 5.4% increase due 
to higher basket sizes, while S&R 
Warehouse Clubs recorded 12% 
growth on higher customer tra�  c.

Puregold said earnings growth 
was “driven by strong topline 
growth and complemented by im-
provement in gross margins.”

Mr. Ondap said S&R’s perfor-
mance may refl ect “more frequent, 
normalized shopping rather than 
bulk buying.”

Despite the retailer’s strong first-
quarter results, analysts said geopo-
litical tensions in the Middle East may 
continue to weigh on consumer spend-
ing and infl ation in the coming months.

“We may expect the growth to be 
carried over in the [second quarter] on 
a lighter e� ect due to the high infl ation 
e� ect of the Middle East confl ict that 
negatively a� ects disposable income 
in March, April, and going forward,” 
Mr. Pangan said in a Viber message.

He added that infl ationary pres-
sures could persist if disruptions 
involving the Strait of Hormuz con-
tinue to a� ect global markets.

Mr. Ondap said Puregold’s staples-
heavy product mix could provide 
some protection as consumers shift 
toward lower-cost goods, although 
S&R’s discretionary segments may 
face greater risks if household 
spending weakens further.

“We’ll have to see how [the sec-
ond quarter] plays out to see the full 
e� ect of the confl ict to [Puregold’s] 
performance,” he said.

“The coming months remain 
shaky if macro conditions don’t 
improve, due to tighter spending, a 
shift to budget options, and higher 
input and transportation costs, all 
of which may hit consumers and 
retailers alike.”

For the next trading week, Mr. 
Pangan identifi ed immediate support 
at P45.90 and resistance at P47.15.

Mr. Ondap placed support between 
P43 and P43.90, while resistance lev-
els were seen between P47 and P49. 
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Supreme Court rules Coca-Cola Europacifi c layo� s valid under restructuring plan
THE Supreme Court (SC) upheld 
the legality of a restructuring pro-
gram implemented by Coca-Cola 
Europacifi c Aboitiz Philippines, 
Inc., reversing a Court of Appeals 
ruling that found hundreds of 
employee dismissals illegal.

In a 42-page decision penned by 
Associate Justice Maria Filomena D. 
Singh, the SC Third Division ruled 
that the company validly abolished 

sales routes as part of e� orts to ad-
dress declining operating income.

The restructuring program, 
implemented in 2008, initially 
affected about 1,246 workers. 
By 2009, the company had rede-
ployed 636 employees to new po-
sitions, while the remaining 610 
workers were declared redundant 
after failing to meet the require-
ments for the available roles.

The Court of Appeals had 
previously ruled in favor of the 
employees, citing insufficient 
documentary evidence to sup-
port the studies used by the 
company to justify the redun-
dancy program.

The SC, however, disagreed 
and said redundancy is among the 
authorized causes for termina-
tion under the Labor Code.

“Redundancy is one of the au-
thorized causes for termination 
of employment. While the Con-
stitution upholds social justice 
and the protection of labor, it also 
guarantees the employer’s right 
to a reasonable return on invest-
ment,” the SC said in its ruling.

“In line with this balance, the 
Court has consistently recog-
nized the employer’s prerogative 

to adopt measures that promote 
efficienc y,  reduce overhead 
costs, and improve economic 
viability, so long as these are car-
ried out within the bounds of the 
law,” it added.

The tribunal said the company 
acted in good faith in carrying 
out the restructuring program. 
It also noted that the separation 
packages provided to a� ected em-

ployees reached up to 200% of the 
separation pay required under 
the Labor Code and included ex-
tended healthcare coverage.

The SC upheld the validity of 
the dismissals but ordered the 
company to pay reinstatement 
wages and recomputed benefits 
covering the period under the 
Labor Arbiter’s executory order. 
— Erika Mae P. Sinaking
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