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June 23, 2016

MEMORANDUM No. 2016-012

TO : ALL ELECTRIC COOPERATIVES (ECs)

SUBJECT : Amended Policy on Rural Electrification (RE) Loan—Working Capital
for Electric Cooperatives (ECs)

1. The passage of RA No. 10531 (NEA Reform Act) mandated NEA anew, through review
and upgrading of regulatory policies, and development and implementation of
programs, to prepare the ECs in operating and competing under the deregulated
electricity market to strengthen the technical capability, economic and financial viability
of ECs.

2. The ECs are already in existence for more than 40 years and need to implement
realignment of organizational structure and functions, among others, to address both
the present and future requirements of the ECs on open access, trading, and the
wheeling business, both structurally and functionally.

3. Likewise, ECs are subject to taxes, both national and local (real property tax, VAT and
franchise), and they have been at the receiving end of various tax assessments and
related tax collection efforts.

4. Taxes that are paid by the ECs are deemed part of their operating costs and allowed by
ERC for recovery from the consumers. However, while Real Property Tax (RPT) is a
common expenditure for ECs, they vary in amount depending on the LGUs. As such,
the same was not considered in the initial DSM rate. Hence, the ECs have been
requesting for working capital loan for taxes. Tax arrears that are paid by the ECs are
allowed by ERC for recovery only after securing the consent of the consumers.

5. As a result of our consultation with the Finance Managers Association of the Philippines
(FIMAP) of ECs, the NEA Board of Administrators approved on June 10, 2016 the
amended Policy on Rural Electrification (RE) Loan-Working Capital for Electric
Cooperatives, to include the financing of special retirement program and tax obligations
of ECs (copy attached).

For your information and guidance.
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