Republic of the Philippines
National Electrification Administration

30 June 2008
LEGAL ADVISORY NO. 15
TO. : ALL ELECTRIC COOPERATIVES
ALL NEA OFFICES CONCERNED
SUBJECT LAWS AND EXECUTIVE ORDERS GOVERNING

REGISTRATION OF AN ELECTRIC COOPERATIVE
UNDER THE COOPERATIVES DEVELOPMENT ACT -

The following are the provisions of laws and Executive Orders that are relevant on the
issue of registration of an electric cooperative under the Cooperatives Development Act:
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. Section 57 of Republic Act No. 9136 (EPIRA) - (Annex “A”)
. Article 3 of Republic Act No. 6938 (Annex “B”)
. Article 96 of Republic Act No. 6938 (Annex “C”)
. Article 97 of Republic Act No. 6938 (Annex “D”)
. Article 128 of Republic Act No. 6938 ~  (Annex “E”)
. Section 3e of Republic Act No. 6939 (Annex “F”)
. Section 9 of Republic Act No. 6939 C ‘ (Annex “G”)
. Section 17 of Republic Act No. 6939 ' (Annex “H”™)
. Executive Order No. 119 (Annex  “T")
10. Executive Order No. 622 . (Annex “J)

11. Presidential Decree No. 269, as amended
On the basis of the foregoing provisions, the following are crystal clear:

l. There is presently only one legal way for an electric cooperative
previously/currently operating under - Presidential Decree No. 269, as
amended, to register under the prov131ons of the Cooperative Code: This is
pursuant to the provisions of Section 57 of Republic Act No. 9136.

2. Section 57 of Republic Act No. 9136 gave Electric Cooperatives (ECs) the
option . to -convert -into a stock, eooperative under the Cooperatives
Development Act. Pursuant to Section 7c of Rule 7 of the EPIRA
Implementing Rules and Regulation (IRR), this means that ECs are given the -
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option to convert into Stock Cooperatives under the Cooperative Development
Authority (CDA). It is therefore clear that conversion into a stock cooperative
is a condition sine qua non for the registration of an electric cooperative (as
defined by Section 3 of Presidential Decree No. 269) with the CDA.

. The Cooperative Code (Republic Act No. 6938) and the CDA Charter
(Republic Act No. 6939) both gave the electric cooperatives already operating
under the provisions of P.D 269, as amended by P.D. 1645, three (3) years
within which to qualify and register with the CDA. After the expiration of
such three (3) year period, CDA no longer has any authority whatsoever to
register ECs already existing and operating under PD 269, as amended.
CDA’s power to register ECs was only revived with the passage of EIPRA
pursuant to Section 57 therein but only after EC has complied with the
conversion requirements of the said law.

. The power of CDA to register newly organized electric cooperatives or newly
organized service cooperatives involved in electricity distribution is set forth
in Section 3 and 9 of RA 6939 and Article 97 of RA 6938. As can be seen in
these provisions, CDA has the sole power to register cooperatives. But this
power does not include the power to register pre-existing electric cooperatives
since the Cooperative Code has a special provision for electric cooperatives in
its Transitory Provisions. And certainly CDA has no power to extend such
three (3) year deadline set by the law. Such power to amend the law is vested
solely with Congress.

. The last paragraph of Article 128 of RA 6938, by its clear and categorical
language, applies only to those ECs which registered within the three (3) year
period fixed by RA 6938 and RA 6939. That is why the provision of Sections
3 and 5 of PD 1645 shall continue to apply to any EC which registers with the
CDA pursuant to the provisions of EPIRA.

. ECs and officers/directors of such ECs which register with the CDA in
violation of any of the foregoing provisions of Republic Act Nos. 6938, 6939
and 9136 shall suffer the consequences of such violations. On the part of
officers and directors of such ECs, they shall be personally liable and
answerable administratively, civilly and/or criminally for such violations,
ultra-vires or unauthorized acts orlthe consequences of such unlawful acts.
Such registration with the CDA shall be null and void and the condonation of
the ECs debt may also revoked or rendered ineffective pursuant to provisions
of Section 5e of Executive Order No. 119 as reinstated by Executive Order
No. 622 and/or the provisions of Section 60 of the EPIRA itself. Officers and
directors of the EC who signed/approved the resolution to register with CDA
in violation of the said laws may and should be held personally answerable for



the resulting damages caused the EC and the EC consumers and members by
reason of such violations.

7. Section 5 and Se of Executive Order No. 119 categorically provides:

“Section 5. ASSUMPTION OF RURAL ELECTRIFICATION LOANS. To
ensure that the implementation of the Program is in accordance with-law which
requires that only Rural Electrification Loans shall be assumed by PSALM, and to
further protect consumer welfare, the assumption of Rural Electrification Loans
shall be effective upon compliance with the following terms and conditions:

xxx e. Each EC shall at all times comply with all NEA policies
governing the ECs relationship with NEA, pursuant to
Presidential Decree No. 269, as amended by Presidential Decree
No. 1645, and its implementing guidelines, rules and regulations.”
(underscoring supplied for emphasis)

Hence, its is very clear that the assumption of Rural Electrification Loans is not
effective for any EC that fails to comply at all times with ALL NEA policies,
guidelines, rules and regulations.

8. Upon the due and lawful registration of an electric cooperative with CDA, the
government assistance to the cooperative, exemption from taxes, imposts, duties,
fees, and assistance from the National Power Corporation as provided in Section
39 of PD 269, shall no longer be applicable. Instead the provisions of Articles 61
and 62 of the Cooperative Code shall apply together with the strict and stringent
requirements provided therein. All the other provisions of RA Nos. 6938 and
6939 shall also govern the said ECs. Hence, the EC shall now be governed by,
among others, the following provisions of the Cooperative Code:

a) Article 18 on the requirement of two-thirds (2/3) vote of all the
members with voting rights for the amendment of the coop’s article of
cooperation and by-laws, without prejudice to the right of the
dissenting members to exercise their right to withdraw their
membership under Articles 31 and 32; (Such requirement is a  virtual
impossibility for any cooperative whose membership exceeds Ten

4 Thousand (10,000). Hence, “this has the potential to cause the
- stagnation of the EC which is very untimely in the face of open
competition).

b.) Article 34 on the powers of the general assembly;

c.) Article 38 on the two (2) year term of a director and the three (3)
consecutive term limitation. s *

d.) Chapter XII; and



Aﬂnex “A”
Republic Act No. 9136

Section 57. Conversion of Electric Cooperatives. — Electric cooperatives are hereby
given the option to convert into either stock cooperative under the Cooperatives
Development Act or stock corporation under the Corporation Code. Nothing contained in
this Act shall deprive electric cooperatives of any privilege or right granted to them under
Presidential Decree No. 269, as amended, and other existing laws.

Annex “B”
Republic Act No. 6938

ARTICLE 3. General Concepts. — A cooperative is a duly registered association of
persons, with a common bond of interest, who have voluntarily joined together to achieve
a lawful common social or economic end, making equitable contributions to the capital
required and accepting a fair share of the risks and benefits of the undertaking in
accordance with universally accepted cooperative principles.

Anunex “C”
Republic Act No. 6938

ARTICLE 96. Definition and Coverage. — A public service cooperative, within the
meaning of this Code, is one organized to render public services as authorized under the
franchise or certificate of public convenience and necessity duly issued by the appropriate
government agency. Such services may include the following:

(1) Power generation, transmission, and/or distribution,

(2) Ice plants and cold storage services. Electric cooperatives created under
Presidential Decree No. 269 shall be governed by this Chapter if they qualify
as cooperatives under the provisions of this Code;

(3) Communications  services - including  telephone, telegraph, and
telecommunications;

(4) Land, sea, and air transportation cooperative for passenger and/or cargo.
Transport cooperatives organized under the provisions of Executive Order No.
898, Series of 1983, shall be governed by this Chapter;

(5) Public markets, slaughterhouses an;:i other similar services; and
(6) Such other types of public services as may be engaged in by any cooperative.
Such cooperative shall be primarily governed by this Chapter and the general



provisions of this Code insofar as they may be applicable unless they are
inconsistent herewith.

Annex “D”
Republic Act No. 6938

ARTICLE 97. Registration Requirements. — No public service cooperative shall be
registered unless it satisfies the following requiréments:

(1) It has the favorable endorsement of the proper government agency authorized
to issue the franchise of certificate of public convenience and necessity;

(2) Its articles of cooperation and bylaws provide for the membership of the users
and/or producers of the service of such cooperatives; and

(3) 1t satisfies such other requirements as may be imposed by the other pertinent

- government agencies concerned. In case there are two (2} or more applicants
for the same public service franchise or certificate of public convenience and
necessity all things being equal, preference shall be given to a public service
cooperative. :

Annex “E”
Republic Act No. 6938

ARTICLE 128. Transitory Provisions. — All cooperatives registered under Presidential
Decree Nos. 175 and 775 and Executive Order No. 898, and all other laws shall be
deemed registered with the Cooperative Development Authority: Provided, however,
That they shall submit to the nearest Cooperative Development Authority office the
certificate of registration, copies of the articles of cooperation and bylaws and their latest
duly audited financial statements within one (1) year from the effectivity of this Act,
otherwise their registration shall be cancelled: Provided, further, That cooperative
created under Presidential Decree No. 1645, shall be given three (3) years within which
to qualify and. register with the Authority: Provided, finally, That after these
cooperatives shall have qualified and registered, the provisions of Sections 3 and 5 of
Presidential Decree No. 1645 shall no longer be applicable to said cooperatives.



Annex “F”

Republic Act No. 6939

SECTION 3. Powers, Functions and Responsibilities Authority. - The Authority shall
have the following powers, functions and responsibilities:

(¢) Register all cooperatives and their federations and unions, including their
division, merger, consolidation, dissolution or liquidation. It shall also register the
transfer of all or substantially all of their assets and liabilities and such other
matters as may be required by the Authority;

: Annex “G”
Republic Act No. 6939

SECTION 9. Power Register Cooperatives. — The power, to register cooperatives shall
be vested solely on the Authority. The functions of the following departments and
agencies relating to the reglstratlon of cooperatives as such are hereby transferred to the
Authorlty

a) The Department of Agriculture,

b) The Bureau of Agricultural Cooperatives Development,
c) The Department of Transportation and Communications;
d) The Sugar Regulatory Administration;

e) The National Electrification Administration; and

f) Any other pertinent government agency.

The Bureau of Agricultural Cooperatives Development created under Executive
Order No. 116, Series of 1987, is hereby abolished and its qualified employees are hereby
absorbed by the Cooperative Development Authority, in accordance with its staffing
pattern, subject to Civil Service rules and regulations and rules of the Office of
Compensation and Position Classification: Provided, That the Regional Cooperative
Development Assistance Offices of Regions IX, XII, created under Executive Order No.
634, are also hereby abolished and their employees shall be given preference for
employment with the Cooperative Development Authority in accordance with its staffing
pattern, subject to Civil Service rules and regulatxons Provided, finally, That those who
are not absorbed shall be given separation pay computed at one and one-fourth (1 %)
months of salary for every year of service. Service of six (6) months or more shall be
considered as one (1) year in computing the years of service for severance pay and,
whenever applicable, other ret‘lrement benefits under existing laws.

g W



Annex “H”

Republic Act No. 6939

SECTION 17. Transitory Provisions. - All cooperatives registered under Presidential
Decree Nos. 175, and 775, and Executive Order No. 898 shall be deemed registered with
the Cooperative Development Authority: Provided, however, that they shall submit to the
nearest Cooperative Development Authority office their certificates of registration, copies
of their articles of incorporation and by-laws, and their latest duly audited financial
statements within one (1) year from effectivity of this Act, otherwise, their registration
shall be cancelled. Provided, further, That cooperatives created under Presidential Decree
No. 269, as amended by the Presidential Decree No. 1645, shall be given three (3) years
within which to qualify and register with the Authority: Provided, finally, That after these
cooperatives shall have qualified and registered, the provisions of Sections 3 and 5 of
Presidential Decree No. 1645 shall no longer applicable to the said cooperatives.
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EARCUTIVE-ORDER No, 1Y
RESTRUCIURING PROCGRAM FOR HLECQTRIC COOPERATIVES

WHEREAS, the Congress of the Fhilippines enacted Republic Act No,
91386, otherwise known as the “Blectric Power Industry Refopm Act of 20071*
(EPIRA), for the purpoese of restructuring the electric power industry, including
the restructuring of electric cooperatives (ECs); )

WHERKEAB, Section 60 of EPIRA provides:

“Sec. 60. Debts of Electric Cooperatives, -- Upon the cf'fwbti\'ity of
this Act, all outstanding {inancial obligations of electric cooperatives to
NEA and other government agencies incurred for the purpose of
financing the rural electrification program shall be aseumed by the
PSALM Corporation in_accordance with the program approved by the
President of the Philippings within one (1) year from the effectivity of this
Act which shall be implemented and completed within three (3) vears
from the effectivity of this Act, The ERC shall ensure a reduction in the
rates of electric cooperatives commensurate with the resulting savings -
due to the removal of the amortzation pavmments of their loans. Within
five {G) years from the condonation of the debt, any electric cooperative
which sheall transfer ownership or control of its assets, franchise or
operations shall tepay PSALM Corp. the tote] debts including eccrued -
interest thereon.” {Underscoring supplied);

WHEREAS, Rule 31 of the Implementing Rules and Regulations of

EPIRA, as approved by the Joint Congressional Power Commission (JCPC) and
‘promulgated by the Dcpartment of Energy (DOE), reiterates that said
outstanding financial obligations of ZCs shall he assumed by the Power Sector
Assets and Liabilities Management Corporation (PSALM) in assordance with the
program approved by the President of the Fhilippines;

WHEREAS, Rule 31 of the Implenienting Rules and Regulations of EPIRA
likewige deflines the outstanding financial obligations which shall be assumed
by PSALM as those incurred by ECs for the purpese of financing the Rural
Electrification Program'; , -

WHEREA®S, the assumption by PSALM of such outstanding financial
~abligations -of ECs shall result - in the reductivn in the rates of ECg
commensurate with the resiiting savings due to the removal of the
‘amortization payment on said loans; .
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WHBRIAS, Section 88 of EFIRA meandates the MNationel Electrificetion
Adminietration (HGEA) o srengthcen the technical capability and finauncial
viability of rural ECs as electric utilities, snd 1o prepare said ECs to operate
and compete in the deregulated electricity market, specilically n an

© environment of open access and retail wheeling;

.WWIEREAS%, the assumption by PSALM of the oulztanding financiel
obligations  of ECs incurred for - the purpose of financing the Rural
Blectrification Program entails substantial government suppert that must come

‘hand in hand with meaningful and lasting reforms, both mandated and sclf-

imposed, among the ECs, for the purpose of achieving reliable, secure aud
cheaper electricity for all conswmers, particularly in the rural areas, in line
with the declared policics (o EPIRA; '

WHEREAS, DOE, Department of Finance (DOF), NEA zuxd PSALM, have
recommended a program for the restructuring of ECs through the assumplion
by PSALM of the outstanding financial obligations of ECs ineurred for the
purpase of {inancing the Rural Electrification Program, with a view to reducing
the spiraling cost of electricity (hereinafter refesred to an the “Brogram”);

NOW, THEREFORE, 1, GLORIA MACAPAGAL-ARROTL, President of the
Philippines, by virtue of the powers vesated In we by law and upen the’
recommendation of DOE, DOF, NEA and PEALM, do herely order:

SROTION 1. Q}g@g&%jﬁﬂ;ﬁ_gﬁj{g&g@}:. The Pregram adheres to the
(ollowing declared policies in EPIRA: .

a, 7o ensure and acrclerate the total electrilfcation of the couniry:

b. To ensure the quality, reliability, security aml affordability of the
supply of electric power; '

. mo engure transparent and reasonable prices of electricity in &
reghme of freec and [air competition and full public accountalility to
sohdeve greater operational and economic elficiency and enaure the
competitiveness of Philippine products in the global market;

d. to encourage the elficient use of energy and other modalities of
demand side mansgement; and

c. To protect the public interest as it is affected by the rates and
services of electric utilities and other providers of electric power.

 BRCTION A, GOVERLBGE. As spucified under Bection 60 of BPIRA, the
Program for PSALM fo assume the oulstanding fnanclal obligations incurred
by ECa covers oply those obligations Incurred for the purpose of financing the
Rural Electrification Prograi. The Implementing rules and Regulations of
BPIRA, 88 approved by W PG and promulgated by DOE, defines “Financing for
Rural Electrificatipn™ a9 referring to Joans and grauts extended to ECs, or the
congtruction or acquisition, operation and maeintenance of distribu
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.Ecr{érmimn.'and subiransmission facilities for the purpose of suppiying tlectriz
e géﬁidé;-mzd those loans for the restoratior, UPgrading and cxpausion of such
Vakilites, in areas which are considered rural at the tme of the grant of such

b [oans {hereinaftér referred to as "Rural Blectrification Loans™].
Thus, the Program shall comprise the following:

' Pinancial, institutional, technical and managerial restructuning of

a.
(g, pursuant to Section 58 of EPIRA;
[ Assumption by FSALM of Rural Electzification Loans, pursuent to
Section 60 of EPIRA; _ :
ey Amortzation of payments 1o NEA and/or other governiment

creditor agencies for Rural Blectrification Loans gamauned by
PHALM, parsuant to Section 60 of EFIRA; and ~ )

d. Reorganization of NEA to caable it to pexlorm its aclglitional
mandates under Bection %8 of EPIRA, and in accordancs with
Section 5(a)(5) of Presidential Decree No. 269, as smended by
Presidential Decree Mo, 1645, ‘

BECTION 3. NEA BERORGANIZATION PLAN. In order to betier achieve

the objectives of EPIRA and to suit the organigational staffing pattern of NEA to
its additional mandates therein, NEA shall submit, within thirty (30} calendar

days from the effectivity of this Executive Crder, a teorganization plan
containing NEA's redefined lnstitutional, technical and financial functions for
the approval of DOE and the Ueparunent of Budget and Management (BM).

Upon approval of NEA's reorganization plan, DBM shall release the
necessary funds to implement the reorganization plan.

DOE shall monitor the implementation of MEA's reorganization plan and
shall submit & report thercon to the Office of the President.

SECTION 4, EC RESTRUCTURING. Within thitty (30} calendar days
from the effectivity of this Executive Order, NEA ghall likewise submit to ROE &
plan of action: {a} to implement and comply with Secticnn 88 aof EPIRA,
specifically to prepare ECs to operaie and compete under the deregulated
electricity market, and to strengthen the technical and managerial capabiiity
and financial viabllity of rural ECs; and (bjpto ensure full complianse with
Section 5 of this Erecutive Order. '

SECTION B, ABSUNMPTION QF RUBAL BLECTRIFICATION LOANS. To
ensure that the implementation of the Program is in accerdanse with law which
requires that only Rural Electrification Loans shall be agsyumed by PSALM, and
to further protect consumer welfare, the sosumption of Rural Electrification
Loans shall be effective upon compliance with the following terms and
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Each Rural Blectrification Loan must be (a) duly recorded in the
books of NEA and/or the corregponding creditor government
sgencies: (b) validated by the Commission on Audity and ({c)
canflrmed by the concerned EC s due and outstanding.

b. Each Rural Electrification Loan shall be audited for verification
- purpeses by PSALM, in accordance with generally accepted
accounting and auditing practices.

C. ERC shall have approved the redustion In the EC's rates
commensurate with the resulting savings due to the removal of the
amortization payments on the Rural Electrification Loan/s. At all
timies, the assumption by PSALM of the Rural Electrification
Loan/s shall take cffect only upon such ERC approval, given that
all other terms and conditions stated herein have been complied

wnth.
- d. Each EC must be current sand continue te be current in the

payment of its obligations o the National Fower Corporation (NPC).
to be eligible for the assumption hy PSALM of its Rural
Electrification Loan/s.

Ity the event that an EC is not current in the payment of its
oblipations to NPC, auch 'BC must first submit to NEA a duly
executed agreement with NPC, containing a sustainable payment
arrangement acceptable to NFC, before such EC may be eligible for
the assumption by PSALM of its Rural Electrification Loan/s.

e fach BC shall at all times comply with all NIBA pelicies governing
the BCs relationship with NEA, pursuant to Presidential Decres
No. 269, as amended by Presidential Decrce No. 1645, and its

- jmplementing guidelines, rules and regulations.

f, Each EC shall coopsrate with NEA in order for NEA to effectively
- prepare them for operating and sompeting under the dersgulated
electricity market within five (5) ycars from the cffectivity of EPIRA,
. speoifically in an environment of open scoess and retail wheeling,
as envisioned and mandated under Section 58 of EPIRA.

g. -~ Within thirty (30) calendar days f{rom the effectivity of this
Exeoutive Order, the NEA Board shell issue guidelines for the
pubmission by ECs of a Performance Improvemend Progrean (PIP)

m@’gt allis: and/oi a Rehabilitution end Bfficlency Plan (R_EP}. Consistent with
ﬁm\ﬁﬁ%}ﬁ:g Section 10 of Presidential Decrce No. 203, #s amended by
PR |;"' Presidential Decree No, 1645, said guidelines shall imclude
Y |
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preventive and/or disciplinary measurss, as Ay be 'waz"x:a.nt::d,
prior to the assumption by PSALN of the Rurel Blectrification
Loan/s of the concerned BE.

The PIP and/or REP shall cover institutional, technical, Tinancial
and managerial reioxms, including financial restructuring, neadad
to achieve prescribed levels of efficienoy, including but not limir.ed

" to, system losses, collections, clectric and customer sorvice, cost
contrel, tariff rate competitiveness, and adequacy in capital and/or
financing structure. The PIP and/or REP shell provide for specific
gearly targets anci shall cover at least the fve-(5) vear period
preseribed under Section 60 of EPIRA.

b Within thirty (30) calendar days from the issuanse of zuch
PIP/REP guidelines, each BC shall submit ite PIP and/or REP, for
NEA’s approval. NEA shall approve or disapprove the PIP and/or
REP of each electric cooperative within the period prescribed in its
guidelines. '

BECTION 6. BEDUCTION Il B RATER, Pursuant to Section &0 of
BPIRA, the ERC shall ensure a reduction in the rates of ECs comumensarats
with the savings due to the removel of the apeortlzation payments on their
Rura] Electrification Loan/s agsumed by PBALM pursvant to this Executive
Order. For this purpese, NEA ghall aseist ECe in their ratc forraulation and
application to ERC. '

SROTION 7. -ABSUMPTION AWD PAYMENT BY FSALI QF BURAL
ELECTRIFICATION LOANE.” Pursuant to Section 60 of EFIRA, POALM shall
assume all Rural Blectrification Loans wpon compliance by the concerned EC
with Section 8 of this Executive Qrder, and thereupon, such EC shall cease 10

‘be a debtor of NEA or of other creditor governiient ARETICies.

Thereefter, PEALM and NEA or other creditor poverninent agencies shall
epter into contracts and/or agreements, NeCCSRLY snd proper, to undertake
the paytnent of the mesuumzd  Rural Electrification Loans through an
amortization schedule to be agresd upoen between PSALM on the one hand, and
NEA or other créditor governiment RECNCIes, on the other. Where necessary,
such contracts and/or agrecrnents may-sinciude mutual stipulations on the
modification and/or amendments of existing contracta of mortgage and other
security between ECs and NEA or other craditor government agencies.
Provided, howewver, That any sugh contracts of mortgage and other security
with respect to the Rural Elestrification Loens assumed by PSALM shall not ke
releaged by NEA and/or other oreditor government agencies witheut the written
conssnt of PEALM. =
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Electrification Loan/s of an EC shall be revoked for fallure to continually
comply with Section & of this Erecutive Order or if within five (3] years {rom the
assumption by Pealini of the Rural Electrification Loan/s, an BEC wanslers
ovnership or control of its assels, franchise or operations, as provided under
Section 60 of EPIRA.

Upon ™ revocation, such EC must ropay PSALM the wtal Rurel
Blectrifoation Loan/s, including interest  thercon, assumed by PSALNG
Provided, however, That with the consent of NEA, an EC mey enter into loan or
financing sgreements to allow flexibility in sourcing funds and improvement of
management system for needed rehabilitation and modernizaton programs:
Provided, further, That such loan or financing agreements shall not involve any
permmnent/nﬁ'zsfer or <ontrol of the aseets, franchise and operafions of such

R T B

SECTION 8, BREVQCATICN. The apsumption by PSALM of the Rural

BC:  Provided, finally, That DOE and NEA shall jointly issue the necessary '

guidelines to protect the member-consumers of ECs in situations involving

such loan or financing agreements.

SECTION 9. BEPARABILIIY CLAUBE. In the cvent that any of the
provisions of this Bxecutive Order is declared unconstitutional with finality by
a court of competent jurisdiction, the validity of the other provisions shall not
be affected by such declaration.

SECTION 10, EEFECTIVITY. This Executive Order shall take effect un
the fifteenth (15%) day from the date of its publication in at least two (2
newspapers of general circulation. :

DONE in the City of Manila, this 233;5!‘ day of August, in the year of our
Lord, Two Theousand and Two. -

By the President:

- 3 / J
(_“ I{}/fzﬂn..«,é Q- ’é'ﬁ‘*-njfd é’)
ALBERTQ 3. ROMULQO
Executive Becretary
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BY THE PRESIDENT OF THE PHILIPPINES
IXECUTIVE ORDER NO.. 627

REPEALING EXECUTIVE ORDER NO. 460 DATED SEPTEMBER 2, 2005,
ENTITLED “AMENDING EXECUTIVE ORDER NO. 119 (S. 2002) AND

FOR OTHER PURPOSES”
: !

WHEREAS, Section 60 of Republic Act (R.A.) No. 9136, otherwise
known as the “Electric Power Industry Reform Act of 2001 (EPIRA)” provided
that all outstanding financial obligations of electric cooperatives (ECs) to the
National Electrification Administration (NEA) and other government agencies
incurred for the purpose of financing the rural electrification program (REP).-
shall be assumed by the Power Sector Assets and Liabilities Management
Corporation (PSALM) in accordance with the program approved by the

President of the Philippines;

WHEREAS, Rule 31, Section 6, of the Implementing Rules and
Regulations (IRR) of EPIRA provided that “nothing in this Rule however, shall
mean that ECs are not obliged to pay the NEA with respect to all outstanding
financial obligations assumed by PSALM, if the amortzzatlon cost component of

the EC’s tarill is still collected from the consumers”;

WHEREAS, pursuant to Section 60 ol EPIRA, Executive Order (E.O.)
No. 119 was issued on August 28, 2002 which provided for the assumption by
PSALM of all outstanding rural electrification (RE) loan obligations of ECs;

WHEREAS, E.O. No. 119 provides undéer Section 5 thereof that the
assumption by PSALM of the RE loans shall be effective only upon compliance
with the terms and conditions enumerated therein which include, among

“others, the approval by the Energy Regulatory Commission (ERC) of the

reduction in the EC rates commensurate with the resulting savings due to the
removal of the amortization payments onghe RE loans;

WHEREAS, on September 2, 2005, E.0. No. 460, amending E.Q. No.
119, was issued mandating that the effective date of the assumption of the RE
loans by PSALM shall retroact to the date of cffectivity of EPIRA on June 26,

2001; s

WHEREAS, the ERC issued on Qctober 11, 2002, its “Guidelines for
the Implementatlon of the Reduction in Rates of the EC due to the Condona‘uon

g e




of Debt,” which was amended on November 15, 2002, which governs the
apphcatlons of the ECs with the ERC for,the approval of the reduction in rates
in compliance with Section 60 of EPIRA and E.O. No. 119 with p1aycr for

I:Jro*vlslcmaI authority (“PA”);

WHEREAS, the ERC has issued during the period [rom March 3,
2003 to January 2004, the corresponding PAs to reduce rates to each and
every EC, or a total of one hundred eighteen (118) ECs, thereby making the
date of issuance thereof as the effective date of the assumption by PSALM of
the RE loans of the said ECs to NEA and other creditor government agencies;

. WHEREAS, to strengthen the financial viability ol the ECs, it is best
to maintain that the assumption by PSALM of the RE loans shall be effective
upon approval by the ERC of the reduction in the EC rates commensurate with
the resulting savings due to the removal of the amortization payments on RE
loans or upon the issuance by the ERC of the PAs to reduce rates to each and.

every EC;
NOW, THERE[CORE, I, GLORIA MACAPAGAL-ARROYO, President of
the Republic of the Philippines, by virtue of the powers vested in me by law, do
hereby order:

SECTICN 1. Executive Order No. 460 dated September 2, 2005 is

hereby repealed. The provisions of Executive Order No. 119 dated August 28,
2002 which were earlier amended by Executive Order No. 460 are thus heleby

reinstated.’

SECTION 2. All orders, issuances, rules and regulations or parts
thereof inconsistent with this Executwe Order are hereby repealed or’ modified

accordingly.

SECTION 3. This Executive Order shall take effect immediately.

DONE in the City of Manila, this 91 day of May in the year of
QOur Lord, Two Thousand and Seven.

By the Presidént:
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EDUARDO R. ERMITA
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