
March 31, 2003 
 
 
 
MR. OSWALDO C. PARADO 
Dingras, Ilocos Norte  
 
 
 
Dear Mr. Parado, 
 
 Reference is maid to your request legal opinion dated March 31, 2003 on the 
proper interpretation of Article 2 Section 7 No.5 of the Election Code. 
 
 From the facts you have presented, it is our considered view that you are a 
consumer of OINEC District 10 (Dingras) within the preview of the aforementioned 
provision of the EC Election Code. Your disconnection of electric power services does 
not negate the fact that you are still a consumer of INEC, specially the District you seek 
to represent. Considering that you are still obligated to pay your outstanding obligations 
as a delinquent consumer, including penalties and other obligations attached to set 
delinquency which you in fact did when you availed of reconnection of electric power 
services. 
 
 Please be guided accordingly.     
 
      Very truly yours, 
      
 
 
      JOHN JOSEPH M. MAGTULOY, CPA 
      Director, Legal department 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



March 7, 2003 
 
 
ENGR. RAFAEL J. RABAYA 
General Manager 
Surigao del Sur I Electric Cooperative, Inc. 
San Fernando, Bislig, Surigao del Sur  
 
 
Dear GM Rabaya: 
 
This relate to your letter dated 03 March 2003 referring to as the matter or the BIR tax 
assessment on your EC. In this regard, we are pleased to inform you, as we reiterate, that 
NEA’s stand on EC taxation remains the same. As provided by PD 269, EC’s Exemption 
from taxes. However, all legal requirements for the enjoyment of such tax exemptions 
including the conditions/requirements set by the FIRB should be complied with if the EC 
is to enjoy such privilege. 
 
For your information and ready reference, we furnish you a copy of NEA’s Stand re: EC 
taxation. 
 
Best regards, 
 
Sincerely yours, 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
Director, Legal Department 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



19 March 2003 
 
MEMORANDUM 
 
 
For  : THE DIRECTOR 
   Coop Operations Department 
 
From  : THE DIRECTOR 
   Legal Department 
 
Subject : Interest of Consumer Deposit 
   Surigao del Sur I Electric Cooperative, Inc. (SURSECO I) 
 
 
 
Section 22 +of ERC Resolution No. 95-21 on the interest of ten percent (10%) per annum 
on the bill and meter deposits of the member-consumers  is clear and requires no further 
interpretation. A constructive trust is created based on the service agreement between the 
electric coop and the consumer and while the coop holds or keeps the bill and meter 
deposits, It is understood that is does not perpetually belong the coop, this shall 
eventually be refunded to the costumer upon termination of the service provided certain 
condition are met, such as the customers not having any outstanding account with the 
cooperative or electric utility. 
 
Furthermore, the interest of ten percent (10%) per annum has not been amended and 
therefore Section 22 Resolution No. 95-21 should be compiled with by all the EC’s. 
 
It might be also advisable to issue a memorandum to the EC’s reminding them of his 
provision. 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY, CPA  
 
 
 
 
 
 
 
 
 
 
 



27 February 2003  
 
 
MEMORANDUM  
 
 
For  : ALICIA MERCADO    
   Director, Coop Operations Department 
 
From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
Subject : Your request for comments re: Disqualification of Mr. Val L.  
   Villanueva to remain Member of the Board of Directors of   
   ANECO 
 
 
 
 
This office finds no legal objection to the attached draft letter re-affirming Mr. 
Villanueva’s disqualification as an ex-officio member of the Sanggunian pursuant to 
section 494 of the Local Government Code, he is an elective officer of the government 
other than the barrio captain and councilor as contemplated in Section 21 of PD 269. 
 
 
For your information and appropriate action. 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



11 February 2003 
 
 
MEMORANDUM  
 
 
For  : VICTOR C. NORIEGA    
   Regional Director, Region VI 
 
From  : The Legal Department 
 
Subject : VRESCO, Board Resolution Nos. 48 & 56 series of 2002 
 
 
 
 
 Please be informed that because of the non profit nature of a cooperative payment 
of legal service should be based on quantum merit sp as not to impose heavy financial 
burden on the part of the cooperative. Nonetheless, it appearing that the subject payment 
is reasonable, this Office interposes no objection thereto, subject to the following 
clarification/comments: 
 
 

1. when the attorney is provided with a motor vehicle for his/ her 
travel, he/ she is no longer entitled to a traveling allowance (except 
for food and lodging); 

2. when the attorney is given an appearance/ representation allowance 
he/ she is no longer entitled to per diems; 

3. suits against the officers of the Cooperative are not to be 
shouldered by the latter when said officers are sued and their 
personal capacity. 

 
 
 
For your information  
 
 
 

 
 
      ATTY. JOHN JOSEPH M. MAGTULOY 
       Director, Legal Department 

 
 
 

 



5 February 2003  
 
 
MEMORANDUM  
 
 
For  : ALICIA MERCADO    
   Director, Coop Operations Department 
 
From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
Subject : Your request for comments on the letter of GM Alesna re: 
Granting of allowances to Department Managers, etc. 
 
 
 
 
The Civil Code provides that the terms and conditions of the duly reflected agreement is 
the law between the parties. The same Civil Code likewise provides that those contracts 
or agreements entered into in violation of law or public policy shall be void. 
 
Rules and regulations, such as the NEA Memoranda on Categorization, duly promulgated 
by government regulatory agencies from part of the laws of the land. For this reason, any 
agreement or contact in to by the EC must not be in contravention of duly promulgated 
NEA rules. 
 
 
For information guidance. 
 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 
 
 
 
 
 
 



January 28, 2003 
 
 
Mr. JUAN S. MONTELLANO JR. 
Member , Board of Directors 
Marinduque Electric Coop, Inc. 
Boac, Marinduque 
 
 
 
 
 
Dear Mr. Montellano, 
  
 Reference is maid to your request for legal opinion on whether or not you are still 
qualified to run as member of the Board of Directors in the scheduled election for 
MARELCO Gasan District on February 8, 2003 in the light of latest amendment of the 
EC election code. 
 
 In the treating the issue at bar, we deem if fitting the quote Section 13, Article III 
of the 1993 EC Election Code which has been an exact reproduction of Section 13,Article 
III of the 1990 Election Code which provides: 
 
 
 “Section 13 – Term of Office  

1. The term of a regularly elected member of the Board of Directors shall 
be three (3) years. Such member shall be entitled to only one 
consecutive reelection. 

 
 
 Verily, in both Election Codes the term of office for EC Directors had been 
limited to two terms or a total six (6) years: 
 
 
 On October 27, 1999 the NEA board of administrators passed Resolution No. 38 
herein below quoted as follow: 
 
 

Resolution No.38 
 “RESOLVED TO AMEND, as it hereby amends, The Electric Cooperative 
Election Code to add another term of three years for a total of nine years (three terms) to 
the present two consecutive terms (or a total six years) for the EC’s Board of Directors 
under the 1993 Election Code.”  
 
 
 



 As can be gleaned from the Minutes of the NEA Board of Administrators Board 
Meeting No.6 dated October 27, 1999, which led to the passage of the foregoing 
resolution, the intention of the NEA Board was add to another term of three years from 
the original two terms (6 years) provided for the EC Election Code. Suffice it to state, 
from the date of effectivity of the amendatory provision , the term of office for EC 
Directors had been fixed to three terms of nine years. 
 
  
 It is our considered view that the accounting of the three terms should commence 
on the day an EC Director assumed his post under the amendatory provision of the EC 
Election Code. This interpretation is in accord with the cardinal rule in statutory 
construction that “ in the interpretation of the statutes, we should interpret not by the letter 
but killeth but by the spirit that giveth life” . Further, said amendatory provision ha sno 
retroactive effect. 
 
 
 Thus, the likes Jose Dominguez of ZAMECO II and BEN CAñETE of LAYECO 
II among others who had served as EC Directors for more than ten (10) years still ran and 
served their respective EC’s with the advent of the adverted amendatory provision of the 
EC Election Code. 
 
 
 In thelight of the foregoing considerations, we opine ythat you are still qualified 
to run in the MARELCO Gasan District Election scheduled on February 8, 2003. 
 
 
      Very truly yours, 
       
 
       
      Manager, Cooperatives Legal Services 
      OIC Leal Department 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



20 January 2003 
 
 
ENGR. RENE A. DAVINO 
General Manager 
Zambalez I Electric Cooperative, Inc (ZAMECO) 
Salaza, Palauig 
Zambalez 
 
 
Dear Engr. Divino, 
 
 
This is in reply to your letter dated 16 January 2003 requesting for a legal opinion on 
whether or not ZAMECO I is “still tax free”  or is “obligated to pay for the realty taxes 
effective this year” . 
 
Pleased be informed that NEA’s stand on this issue is the EC’s are still totally tax 
exempt. While under the provisions of the local Government Code The Ec’s are subject 
to real property tax, the Supreme Court however his issued a Temporary Restraining 
Order (TRO) on the collection of such realty tax. 
 
We are therefore attaching herewith our position paper regarding NEA’s Stand RE Tax 
Issues affecting Electric Cooperatives”  (Annex A) for your information and appropriate 
action. 
 
 
Please be guided accordingly. 
 
 
 
Very truly yours, 
 
 
 
 
                                                           /OIC 
Manager, Coop Legal Services Division 
 
 
 
 
 
 
 
 



August 1, 2003 
 
MEMORANDUM 
 
For  :  ALICIA F. MERCADO 
   Director, Coop Operation Department 
 
From  :  ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
Subject :  Your Memo re: SORECO I-USSO Meditaion Efforts 
 
On the basis of information you provide us, this Office finds no legal objections to the 
alleged efforts of SORECO I and the Unionized Supervisors of SORECO I to submit 
themselves to possible mediation and concilation of their differences and/or concerns of 
disagreement. The legal system in our jurisdiction encourages alternative 
disputeresolution efforts such as this if only to find mutually acceptable win/win 
solutions to differences which to our mind, are better foundations for lasting employer-
employee cooperation and industrial peace. 
 
This Office likewise finds no legal objection to SORECO I Management’s inclusion of 
two member-consumers in the management panel for whatever lawful purpose or reason 
for as long as the prescribed number of panel members is not exceeded. The composition 
of the union panel is the prerogative of the legistimate labor organization/employee 
bargaining agent. 
 
The EC general manager and/or the EC board have, under existing laws and policies, 
sufficient authority to designate the composition of the management panel members. 
 
For your information and appropriate action. 
 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 
 
 
 
 
 



07 July 2003 
 
ATTY. RODOLFO L. LEGASPI 
Legaspi Law Office 
O, P/S Corner Brgy. Dapa, 
Miagao, Iloilo 
 
 
Dear Compañero: 
 
As per marginal instructions of the NEA Chief Operating Officer dated 03 July 2003, this 
Office writes you in response to your letter to the NEA Administrator dated 23 June 
2003. 
 
In this regard, we wish to inform you of the following: 
 
 

1. as a quasi-judicial regulatory agency, the National Electrification Administration 
(NEA) exercises a certain level of regulatory control and supervision over electric 
cooperatives (Ecs). This, however, does not include review or approval of day-to-
day transactions of the Ecs and/or decisions of the general manager at the daily 
work level such as details of transaction. Nonetheless, transaction of Ecs are later 
on subject to the NEA audit by our Coop audit department. It is to be pointed out, 
however, that EC Board Resolution and policies are subject to NEA approval as 
provided in section 24 of 269, as amended by PD 1645. 

 
2. NEA on the basis of document available with this Office, is not just aware or 

agreeable to the forming of the Rural Electrification Financing Corporation 
(REFC), it even entered into tripartite memorandum of understanding for the of 
purpose encouraging and supporting the formation of such REFC considering that 
such would redound to the benefit of not just the Ecs but the Filipino electric 
consumers as well. Especially in the light of the fact that the government now 
does not have enough funds to further the electrification program, and it is about 
time the private sector is catalyzed to do its part in the electrification of our 
country. In fact, NEA has been encouraging financially viable Ecs  to invest as 
stockholders of the REFC or other  such similarly oriented pro-EC organization. 
A very recent development towards this end is the 20 May 2003 memorandum of 
Agreement signed by the Secretary of Energy and the President of NRECA 
International, Inc. 

 
3. Nea’s power to impose preventive suspension is limited to its exercise of ad 

judicatory jurisdiction over administrative cases of EC officials. NEA, in the 
absence of the administrative case field before it, is bereft of jurisdiction to 
impose preventive suspension. Especially so, in a criminal case where the 
presumption of innocence has to be over turned by proof beyond reasonable doubt 



and where jurisdiction is reposed with the office of the prosecutor for 
determination of probable cause and with the regular courts for jurisdiction. 

 
 
For your information and ready reference, we have enclosed photocopies of the 
aforementioned Memorandum of Agreements. 
 
We hope we have adequately addressed your concern and we shall be more than 
glad to provide you further information or to meet with you here should you deem 
it necessary for the good of ILECO I and the member consumers. We thank you 
for your concern for our electric consumers. 
 
 
Very sincerely yours,  
 
 
 
ATTY. JONH JOSEPH M. MAGTULOY, CPA 
Director, Legal Department 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



23 June 2003 
 
 
SM Agnes G. Trabado 
Head, Area Account Unit/OIC 
Development Bank of the Philippines 
Regional Management Office 
Southern Mindanao, General Santos City 
 
 
Dear, Ms. Trabado: 
 
In response to your letter to this Office dated 11 June 23, 2003 requesting 
clearance from this Office to appoint DBP as EC Manager in case of default of 
the EC barrower, this Office finds no legal objection to your request provided 
such clearance granted shall be subjected to the following condition: 
 
1. NEA authorities, enforcement powers and remedies as provided in section 3 

and 5 of PD 1645 shall remain in effect and may be exercised by NEA 
notwithstanding the appointment of DBP as manager of the EC; and  

 
2. It is the EC Board of the Directors that will appoint DBP as EC Manager 

pursuant to its loan contractual commitment. Such appointment shall be 
subject to the usual procedures on appointment of a GM. 

 
We trust in your continuing commitment in fostering the  means growth in our 
country. 
 
 
Best regards, 
 
 
 
 
 
Administrator 
 
 
 
 
 
 
 
 
 
 



24 June 2003  
 
MEMORANDUM 
 
 
For  : ALICIA F. MERCADO 
   Director, Coop Operation Department 
 
From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
Subject : CAPELCO board resolution No. 31 Series of 2003 
 
 
This office finds no legal objection to the intent and rationale of the policy 
contained in the subject board resolution, provided the following are complied 
with and incorporated in the policy: 
 

1. Prior to its affectivity, the policy should be duly published in a 
newspaper  of local circulation.  

2. The owner of the leased premises should be made a party to the 
electric service connection agreement in order for owner to be made 
subsidiary liable. 

3. The owner of the leased premises should be timely, furnished a copy 
of all notices to the lessee-electric consumer especially notices relating 
to non- payment and/or disconnection notices so that the owner is duly 
informed of lessee’s delinquency at the earliest time to enable such 
owner to protect his interest. 

 
For your information and appropriate action. 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 
 
 
 
 
 
 
 



16 June 2003 
 
FRANCISCO C. QUIÑONES 
General Manager 
Camarines Sur I Electric Cooperative, Inc. 
Puro-Batia, Libamanan, Camarines Sur 
 
 
Dear GM Quiñones: 
 
This addresses your 27 May 2003 request for opinion on whether or not 
engagement of the legal services of Atty. Veronica C. Avila in your 
administrative case is legitimate and not vocative of NEA rules. 
 
On the basis of the information you provided us, this Office finds no legal 
objection to such engagement for as long as: 
 

a) there is no conflict of interest and/or violation of the Lawyer’s 
Code of Ethics; and 

b) there is no resulting undue advantage over the electric cooperative. 
(i.e. Atty. Veronica C. Avila is not retained counsel of 
CASURECO I and the cost of her legal services for this 
administrative case will be shouldered not by CASURECO I but 
by you as client.) 

              
             We hope this clarifies your concern. Best regards. 
 
 
             Very truly yours, 
 
 
  

ATTY. JONH JOSEPH M. MAGTULOY, CPA 
 Director, Legal Department    
 
 
 
 
 
 
 
 
 
 
 
 



 11 June 2003  
  
 MEMORANDUM 
 
 For  : EDITA S. BUENO 
    Chief Operating Officer 
 
 From  : ATTY. JOHN JOSEPH M. MAGTULOY,CPA 
    Director, Legal department 
 
 

This addresses your request for comment/recommendation on the letter of ATTY. 
Eduardo M. Polistico dated 3 June 2003 requesting deferment of the Termination 
Order on GM Pueblos of SAMELCO I. 
 
On the basis of the facts provided, we hold the view that NEA Orders, Rulings or 
Decision are immediately implement able even pending appeal or action on 
certiorari by virtue of Section 60 of P.D. 269. Pursuant to said provision together 
with the judicial Reorganization Act of 1980, only the Supreme Court and the 
Court of Appeals may order the say of such NEA Orders, Rulings or Decisions. 
 
Nonetheless, it is within NEA’s discretion whether or not to await the Office of 
the President’s ruling on the motion for reconsideration. Holding the 
implementation in abeyance to await Malacañang’s ruling is equally proper as it is 
in difference to the Office of the President. 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



May 22 2003 
 
MEMORANDUM 
 
For  : MR. EDDIE A. ADLAO 
   OIC Regional Electrification Office, Region VIII 
 
From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director Legal Department 
 
 
Subject : BILECI Board resolution No. 7 s. 2003 
 
 
This has reference to BILECO Board Resolution No. 7 s. 2003 accepting the 
services offered by Atty. Eduardo M. Polistico as the legal Counsel on Coop 
cases, natural works and legal matters referred to him. 
 
Please be informed that because of non-profit nature of the cooperative, payment 
of legal services should be based on quantum merits so as not to impose heavy 
financial burden on the part of the cooperative. Nonetheless, it appearing that the 
subject contract is reasonable, this Office interposes no legal objection thereto, 
subject the following clarifications/comments: 
 

1. When the attorney is provided with the motor vehicle for his/her 
travel, he/she is no longer entitled to a traveling allowance (except for 
food and lodging); 

2. When the attorney given an appearance/representation allowance 
he/she is no longer entitled to per diems;  

3. Suits against the officers of the cooperative are not shouldered by the 
latter when said officer are sued in their personal capacity. 

 
           For your guidance and information. 
 
 
 
 ATTY. JOHN JOSEPH M. MAGTULOY    
 
 
 
 
 
 
 
 
 



 20 May 2003 
 
 MEMORANDUM 
 
  
 For  : ENGR. MERLIN T. ROSALES 
    Regional Director, REO V 
 
 From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 

 Director, Legal Department 
 

 
Subject : MASELCO Board Resolution No. 18 s. 2003 
 
 
 
This has reference to your letter request dated May 6, 2003 received by this 
Office dated May 13 2003 relating to MASELCO Board Resolution No. 18 s. 
2003 appropriating an amount to be determined and provided by the Court for the 
cash bond of Engr. Bonifacio S. Francisco, Arnel Pujol, Felipe Francisco and 
Edmund Dantes who were accused of “Homicide”  thru Reckless Imprudence” in 
connection with the death of Noel Aseboque thru electrocution. 
 
In relation to the above subject, we reiterated our stand which had been adopted in 
several cases of the same import (LEYECO V, OMECO, DANECO, INEC 
among others) to the effect that “EXPENSES FOR ATTORNEY’S FEES, BAIL 
BOND OR SURETY BOND) AND SUCH OTHER INCIDENTAL 
LITIGATION EXPENSES SHOULD NOT BE CHARGED AGAINST THE 
FUNDS OF THE EC IN CASES WHERE EC OFFICIALS ARE CHARGED  IN 
THEIR OWN PERSONAL CAPACITY.”  
 
Said EC officials however, may claim for reimbursement upon acquittal/dismissal 
Of the case in their favor and upon proper proof that complainant’s cause/ of 
action were job related/connected with their duties and functions as EC officials. 
 
For information and guidance. 
 
 
 

ATTY. JOHN JOSEPH M. MAGTULOY    
 

 
   

 
 
 



16 December 2003 
 
MEMORAMDUM 
 
FOR :  MR.EDDIE A. ADLAO 
   PS/AGM, Samar I Electric Cooperatives, Inc. (SAMELCO I ) 
 
FROM  : THE DIRECTOR  
   Legal Department 
 
SUBJECT : Your Letter-Query dated December 9, 2003 
 
On the basis of the following information and photo-copies relevant documents you 
furnish us, this Office holds the views: 
 

1. That, with all the due respect to the Regional Trial Court, said court has no 
jurisdiction over the said election controversy since jurisdiction is vested by 
Law upon NEA pursuant to Section 10 of PD 269 as amended by PD 1645. 
Pursuant to the time honored Doctrine of Primary Jurisdiction, a regular come  
can not and should not determine a controversy which involves a question 
well within the competence and jurisdiction of an administrative tribunal such 
as NEA.  In a long line of cases, the Supreme Court consistently upheld this 
doctrine: 
  a). NEA vs. Hon. Mendoza 128, SCRA 632-637(1985) 
  b). Pineda vs. Lantin, 6 SCRA 757,763 
  c). Pablo Sison vs C.A., GR No. 81535(1989) 
  d). Vidad vs. RTC of Negros Orienta, 277 SCRA 271 
  e). etc. etc. 

2.  That the Coop By-Laws, to the extent that it is effective and not                
contrary to laws among the members. 

 
 
For your information and guidance. 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
 
 
 

 
 
 
 
 
 
 



December 3, 2003 
 

MEMORANDUM 
 
 

For                :          OIC MILAGROS E. QUINAJON 
          Coop Operations Department 
 

From            :          ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
                  Director, Legal Department 
 

Subject          :          Batangas II Electric Cooperative, Inc. (BATELEC II) Board  
                     Resolution No. 03-068 

  

 
 

Except for some minor adjustments already incorporated in ballpen on the subject, this 
Office finds no legal objection on the said draft. Nonetheless, it would be prudent to call 
the EC’s attention to certain provisions of the Labor Code to avoid potential labor 
problems. These are: 
 

1. Art. 106 on Contractor or subcontractor; 
2. Art. 107 on Indirect employer; 
3. Art. 108 on Posting of bond; 
4. Art. 109 on Solidary liability; 
5. Art. 283 on closure of establishment and reduction of personnel; and 
6. Other provisions of Book Six Title I of the Labor Code. 

 
For your information and appropriate action. 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 

 
 
 
 
 
 
 



December 3, 2003 
 

MEMORANDUM 
 
 
For                :           DA EDITA S. BUENO 
           Chief Operating Officer 
 
From            :          ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
                                 Director, Legal Department 
 
Subject          :          Your marginal instruction to recommend appropriate action re: 
                                 Local Tax Issues/Strategies presented by Mr. Renato E. Tejano, 
                                 CPA, DANECO Board Treasurer 
 
 
This Office finds the subject local tax issues/strategies worth looking into if only help our 
EC’s save on local taxes or be prepared to face efforts of LGUs to impose taxes on them. 
 
However, if ECs will be considered as Government Controlled Corporations, a new set of 
rules would apply to the ECs. For instance, as government controlled corporations, the 
ECs will be subjected to closer supervision by the LGUs pursuant to certain provisions of 
the Local Government Code. It will likewise not be far-fetched for COA rules and COA 
audit to be required on ECs if they are to be regarded as government controlled 
corporations. 
 
It is therefore respectfully recommended that this be thoroughly studied and discussed in 
a forum among PHILRECA, NEA, and ECs finance experts and managers. 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



October 1, 2003 
 

MEMORANDUM 
 
 
For                :       ROSITA O. RIVERA 
                             Director, Finance Department 
 
From            :      ATTY. JOHN JOSEPH M. MAGTULOY. CPA 
                             Director, Legal Department 
 
Subject          :      CENECO Board Resolution No. 6968 series of 2003 
 
 
This is in reply to your memo dated September 23, 2003 inquiring whether we can 
approve the inclusion of representation allowance for Department Managers, Division 
Heads, Section Heads, and confidential employees of CENECO which is the subject of 
their Board Resolution No. 6968, s. 2003. 
 
The position of this Office has been to grant greater autonomy to the electric cooperatives 
especially in the management of their internal affairs. However, such autonomy should 
also be balanced with policy as well as practical considerations. 
 
With regard to the grant of additional financial benefits, the undersigned believes that 
your Office as well as the Loans Department would be in the best position to determine 
the financial capability of CENECO to act on this matter since matters pertaining to their 
financial status are sent to your office. 
 
 
 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY       

 
 
 
 
 
 
 
 
 
 
 



      September 23, 2003 
 

MEMORANDUM 
 
 
For                :         VICTOR C. NORIEGA 
                     Regional Director 
          NEA-REO VI 
 
From            :         ATTY. JOHN JOSEPH M. MAGTULOY, CPA 

          Director, Legal Department 
 

   Subject          :         ILECO II Board Resolution No. 8-9 s. 2003 approving           
          payment of Thirty Thousand Pesos (P30, 000.00) Attorney’s Fee  
          to ILECO II Legal Counsel Atty. Dennis D. Juanon for filing a   
          demand letter for Megan Sugar Incorporated. 

 
 
This Office interposes no legal objections to the subject resolution provided the electric 
cooperative duly complied with/observed the following: 
 

1) The productivity/volume of legal work assigned to the retained counsel should be 
optimized rather than maximized, bearing in mind that quality legal work is more 
important than quantity; 

2) The legal fee rates suggested by the local Integrated Bar of the Philippines (IBP) 
Chapter are generally reasonable in the particular locality and should not be 
exceeded considering that the EC is non-profit; 

3) When the Attorney is provided with a motor vehicle for his/her travel, he/she is no 
longer entitled to a traveling allowance (except for food and lodging); 

4) When the Attorney is given an appearance/representation allowance, he/she is no 
longer entitled to per diems; 

5) Suits against the officer/s of the cooperative are not to be shouldered by the latter 
when said officer /s are used in their personal capacity; 

6) Payment of legal services should, to every extent possible, be based on quantum 
merit so as not to impose heavy financial burden on the EC.  

 
 
ATTY. JOHN JOSEPH M. MAGTULOY, CPA 

 
 

 
 
 
 
 

       



September 22, 2003 
 

MEMORANDUM 
 
 
For                :      DA EDITA S. BUENO 
       Chief Operating Officer 
 
From            :      ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
         Director, Legal Department 
 
Subject          :      CENPELCO Legal Query Re: Request for Payment of Damages in  
        CA-G.R. VC No. 70007 
 
On the basis of information furnished this Office, it appears that the management 
decision to re-organize the CENPELCO Legal Department, including the termination 
of the legal services of then CENPELCO Counsels, was: 
 

1. Unanimously approved by the CENPELCO Board; 
2. Made in good faith and within the authority of the then CENPELCO Board 

and the then General Manager; 
3. Intended for the benefit of the CENPELCO and which, up to now, is being 

implemented and in fact the resulting re-organized Legal Department is still 
currently in place and effective. 

 
Therefore, any action made towards achieving such re-organization such as the 
termination of the legal services contract of then legal counsels are likewise acts of the 
CENPELCO. 
 
While this Office greatly respects the high Court’s ruling on this case, we, nonetheless, 
hold the view that Article 46 of the Cooperative Code cannot be applied to CENPELCO 
because this electric cooperative is not registered with the Cooperative Development 
Authority (CDA). The applicable law is PD 269 in line with the provisions of the 
Cooperative Code on EC’s who opted not to register with CDA. 
 
In the light of the foregoing consideration this Office finds no legal objection to subject 
request for payment provided such is subjected to the approval of the CENPELCO Board. 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 

 
 



      September 16, 2003 
 

MEMORANDUM 
 
 
For                :      ALICIA F. MERCADO 
       Director, Coop Operations Department 
 
From            :      ATTY. JOHN JOSEPH M .MAGTULOY, CPA 
       Director, Legal Department 
 
 
Subject          :      Request of the Sangguniang Panlalawigan of Albay for Comments 
       On the Petition of Albay Consumers Watch 
 
 
This Office holds the view that the Investment Management Contract ( IMC) is still the 
best option for ALECO given that it has now become imperative for the government to 
catalyze the private sector into investing and participating in the electrification program. 
 
The complaints/concerns of the Albay Consumers Watch should, nonetheless be looked 
into and investigated. At this point, their charges are mere allegations that cannot yet be 
taken as gospel truths but have to be validated pursuant to the due process requirements 
in fairness to those being maligned. 
 
All said, the IMC program for ALECO should now be fast tracked for the sake of the 
member-consumers not only of ALECO but of other ECs who similarly need the same 
solution. 
 
For your information and appropriate action. 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 

 
 
 
 
 
 
 
 
 

 



July 29, 2003 
 

MEMORANDUM 
 
 
For                :        BENITA T. CUENCO 
         OIC, Loans Department 
 
 
From            :        ATTY. JOHN JOSEPH M. MAGTULOY 
         Director, Legal Department 
 
 
Subject          :        ORMECO’s Board Resolution No. 03-55 Authorizing the Board  
         President to sign the Real Estate Mortgage in relation to the   
         Energy Conversion Agreement with ALSTOM Philippines, Inc. 
 
 
The authority to release or subordinate securities of an electric coop that has an 
outstanding loan with NEA is vested in the NEA Board of Administrators. This is clearly 
stated in Section 9 of PD 269 which states that: 
 
“Sec. 9. Authority to Extend Loans and release or Subordinate Securities. – Whenever in 
its judgment such is necessary or desirable to achieve the purposes of this Decree, and 
particularly if such is necessary to keep a project operationally viable, the Board of 
Administrators is hereby authorized and empowered ( emphasis supplied) 
 
 (a)  xxx  xxx  xxx 
 
 (b) Upon the NEA’s determination that such is necessary or desirable for the 
purpose of enabling the borrower top accomplish the purposes for which is already 
received a NEA loan and that such will not result in any diminution of the security of, or 
the ability of the borrower to repay, any outstanding indebtedness of the borrower below 
the level of such security and ability were additional borrowings from another lender not 
undertaken, to release any after-acquired property clause contained in any lien the NEA 
holds on the borrower’s properties to, or to share such lien on a co-equal basis in 
proportion to their respective loans with, or to subordinate any such lien in favor of any 
other lender of funds to a public service entity or to the NEA…” 
 
 
Based on the above-stated provision, the Board of Directors of ORMECO are obligated 
to submit this agreement to the NEA Board of Administrators for approval. 
 
Please be guided accordingly. 
 
ATTY. JOHN JOSEPH M. MAGTULOY 



28 August 2003 
 
MEMORAMDUM 
 
For  : MARIO M. TANYAG 
   Regional Director, Region IV 
 
From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
Subject : BATELEC I board Resolution No. 65-03 
 
The grant of financial assistance to Spouses Roberto and Marilou Acosta, which is the 
subject matter of  BATELEC I Board Resolution No.65-03, would have been 
understandable if this was the result of  a negotiated agreement and not a court case 
between BATELEC I the Spouses Acosta. 
 
However, from the facts stated in the Board Resolution, BATELEC I had to file a case 
against the Acosta spouses in order to force them to vacate the premises. Since the Acosta 
spouses were willing to subject their claim to an action in court, they should also be 
willing to accept the consequences of their actions. 
 
For BATELEC I to subject such a claim to litigation and then to pay the losing litigant in 
the same action would be to render futile the expenses-if not the whole idea – involved in 
filing a case to evict the spouses. This is because if all that was needed was financial 
assistance for the spouse to vacate the property, why wasn’ t it offered by BATALEC I in 
first place? To allow such a situation would be to create a precedent in the coop which 
would have negative implications. 
 
Please be guided accordingly. 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 
 

 
 
 
 
 



01 September 2003 
 
MR. JOSE M. ALTAMIRANO 
c/o GUIMELCO 
Jordan, Guimaras 
 
Dear Mr. Altamirano: 
 
This is response to your faxed letter dated 1 September 2003 informing us that 
GUIMELCO will not be affected by the Sandiganbayan Case No. 25293 of which you 
were required to testify. In said letter you likewise requested us not to furnish us the 
copies of pleadings we were requesting. 
 
We wish to inform you that without such copies of case documents, this Office can not 
intelligently opine on the legitimacy of granting your request for P8,548.00 traveling 
expenses incurred in testifying as such witness. In fact, if this Office relies solely on your 
statements particularly the one were you stated that the outcome of the case will not 
affect GUIMELCO, we will then find no legitimate reason why GUIMELCO should 
reimburse your traveling expenses. 
 
This Office therefore declines to opine on the matter unless and until we have been 
furnished all information we believe we need to intelligently comment on the matter. 
 
Thank you and warm regards. 
 
Very truly yours, 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
ALTAMIRAN 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



September 01, 2003 
 
MEMORANDUM: 
 
F O R:   CONSULTANT MARIANO T. CUENCO 
 
F R O M:  ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
SUBJECT:  Order of the City Administrator of San Carlos City 
   Re: Compliance with Section 25(d), 96(d),and 455(XI) of RA 7160 
 

 
The provisions of the Local Government Code cited by the City Administrator apply, in 
so far as city is concerned  to: 
 
 a).  National agencies and offices including government-owned for controlled 
   Corporations with field units or branches in a city; 
 
 b)  Field offices of national agencies or offices assigned in cities; 
 
 c).  National officials and employees stationed or assigned to the city. 
 
In so far as NEA, the NEA Administrator and any NEA employee assigned to 
CENPELCO is concerned, the following status are clear: 
 

a).  NEA as government-owned and controlled corporation has no field units 
or  branches whatsoever; 

 
b).  NEA  has no field officers or offices assigned to any city whatsoever; and 
 
c). NEA has no national officials and/or employees stationed in or assigned to 

any city whatsoever. 
 
Neither Administrator Silva nor Director Piamonte is stationed or assigned in San Carlos 
City. Their being assigned to CENPELCO, a private entity created pursuant to PD 269, is 
not equivalent to being assigned to San Carlos City. In fact San Carlos City is just one of 
the towns / cities composing the area coverage of the electric cooperatives, CENPELCO. 
 
On the basis of  these considerations this Office  holds the views that the aforecited  
provision of the Local Government Code do not supervisory and regulatory mandate 
under PD 269, as  amended. 
 
For your information and appropriate action. 
 
ATTY.JOHN JOSEPH M. MAGTULOY 
e:SANCARLO 



21 August 2003 
 
MEMORANDUM 
 
For  : VERONICA B. CRUZ 
   Director, Accounts Management Department 
 
From  : ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
   Director, Legal Department 
 
Subject : CANORECO Board Resolution No. 65 s. 2003 
 
The proposed Memorandum of Agreement which is the subject matter of CANORECO 
Board Resolution No. 65, s. 2003 seems to be fair and reasonable under the present 
circumstances. 
 
CANORECO cannot claim the process “ just title”  to the property since it even 
acknowledges the fact that the property is owned by the Camarines Norte State College 
(CNSC) and therefore no right of ownership, even through prescription, can be 
transferred to CANORECO. 
 
Since the proposed Memorandum of Agreement seeks to amicably settle the matter 
regarding CANORECO’s occupation of the property, and since it involves no payment 
on the part of both parties and avoid costly litigation, the undersigned finds no legal 
obstacle to the proposed MOA. 
 
 
 
 
ATTY. JOHN JOSEPH M. MAGTULOY 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



12 September 2003 
 
ENGR. GREGORY A. DUKIL 
General Manager 
Davao Oriental Electric Cooperatives , Inc. 
Mati, Davao Oriental 
 
Dear GM: 
 
This is in answer to your letter- query dated 4 September 2003 which the undersigned 
received today. 
 
On the basis of relevant provisions of Republic Act 6938 and Presidential Decree 269 as 
amended, this Office strongly holds the view that the criminal; compliant for violation of 
republic act nos.6938 and 6939 filed against you and your board is entirely base in fact 
and in law. 
 
Our legal bases for the said opinion are: 
 

1. The authority and legal basis for the all electric cooperatives of this 
country to use the word “  cooperatives “  is found in almost all provisions 
of Presidential Decree  No. 269 as amended by Presidential Decree no. 
1645.  In fact Section 3 of PD 269 on Definitions categorically defined 
“cooperatives”  as follows: 

 
 “ (b)”  “Cooperatives”  shall means a corporation organized  under Republic 

Act No. 6038 or this Decree or a cooperative supplying or empowered to 
supply service which was heretofore been organized under Philippine 
Non-Agricultural Cooperatives Act, whether converted under this Decree 
or not.”  

 
2. The entire Chapter III of PD 269, amended, from Section 15 to Section 40 

repeatedly speaks of cooperatives in all its many provisions.  And the 
word “  cooperatives”  as used in each  and all of these statutory provisions 
clearly and without doubt refer to electric cooperatives such as the Davao 
Oriental Electric Cooperatives, Inc (DORECO). 

 
3. DORECO was organized and registered under the law as an electric 

cooperative pursuant to Section 17 of PD 269 which provides: 
 
 “The name of cooperatives shall include the words “Electric”  and 

“Cooperatives” , and abbreviation “ INC.” . the name of a cooperatives 
organized under the decree shall distinct from the name of any other 
cooperatives already organized or converted under this Decree.  The 
foregoing requirement shall not apply to any cooperatives which becomes 
subject to this Decree by complying with the provision of Section 31.”  



 
4. Under Articles 127 and 128 f RA 6938, as well as under the omnibus 

Rules and regulations on the Registrations of Electric Cooperatives Under 
6938, electric cooperatives (ECs) were given the choice or option of 
whether or not to register as cooperatives with the CDA. Section 1 of 
Rules III of the aforesaid Omnibus Rules and Regulations provides: 

 
 “existing ECs which shall choose to register as cooperatives with the CDA 

shall submit the following document: x x x”  
 
 
in the exercise of such choice given by law,  DORECO decided not to registers with the 
CDA and instead opted to remain registered pursuant to PD 269.  for this reasons it’s the 
provisions of PD 269 that govern DORECO is not registered  pursuant to Ra 6938. 
 
 5. Article 127 of RA6938 provides: 
 

“Except as expressly provided by this Code, Presidential Decree No. 175 
and all  other laws, or parts thereof, inconsistent with any provisions of 
this Code shall be deemed reealed:  Provided however, that nothing in this 
code shall be interpreted to mean the amendment or repeal of any 
provision of Presidential Decree No. 269:  provided further, that electric 
cooperatives which qualify as such under this Code shall fall coverage 
thereof.”  (underscoring supplied) 

 
As can be seen even RA 6938 uses the word “electric cooperatives “  in referring to ECs 
such as DORECO. 
 
As can also be seen the penal provisions in paragraph 1 of Articles 124 of RA 6938 
which prohibits and penalizes the uses of the word “cooperatives”  cannot be interpreted 
to mean the amendment or repeal of any provisions of PD 269.  Hence, all provision of 
PD 269 allowing and mandating the used of the word “cooperatives”  by ECs has not been 
amended or repealed by RA 6938, hence, still in full force and effect.     
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We hope this will be of help. Should you need further advice, please fell free to contract 
us.  
 
Sincerely yours, 
 
ATTY. JOHN JOSEPH M. MAGTULOY, CPA 
Director, Legal Department 
 


