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EXPLANATORY NOTE

This is a re-filed bill, which adopts the substitute bill approved on May 19, 2015
during the Joint Committee Meeting of the Committees on Government Enterprises and
Privatization, Energy and Mindanao Affairs, which consolidated House Bill Nas. 676,
4883, and 2621, originally filed during the 16" Congress, by Representatives Edgardo
Masongsong, Rufus and Maximo Rodriguez and the undersigned, respectively. Said
substitute bill was also approved by the Committee on Ways and Means on September
22, 2015.

Republic Act No. 9136 or the Electric Power Industry Reform Act (EPIRA) of 2001
which liberalized and privatized the power industry, was aimed at securing the
country’s power supply and reducing cost of electricity through greater competition
and efficiency. It was intended to free the government from subsidizing capital-
intensive power projects, and allow instead the private sector to put up these crucial
projects. Thus, the law directed the government to privatize or sell its power generation
assets and the capacities it contracted with the independent power producers (IPPs).
However, more than a decade after the law’s enactment, power outages, particularly in
Mindanao, continue to be experienced by consumers.

The most concrete effect of the EPIRA specific to Mindanao is the treatment
extended to Agus-Pulangui Hydropower Complexes. The Agus-Pulangui Hydropower
Complexes continue to bring low power rates in Mindanao. For the first 10 years of
EPIRA’s enforcement, Mindanao’s Agus and Pulangui hydropower complexes, located in
Lanao del Sur and Bukidnon provinces, respectively, were exempted from privatization.
The EPIRA provided that the ownership of the Agus and Pulangui power complexes was
to be transferred to the Power Sector Assets and Liabilities Management Corp.
(PSALM), the state agency that was created to handle the privatization of National
Power Corporation’s {NPC's) assets, and that both would continue to be operated by
NPC. After 10 years, the privatization of the Agus and Pulangi complexes was to be left
to the discretion of PSALM in consultation with Congress, as the law provided.




This bill seeks for the non-privatization of Agus-Pulangui hydropower complexes,
which are considered as the crown jewels of the Mindanao power industry, and to
formulate a viable way to operate and maintain these assets that provide majority of
the electricity in Mindanao. There were calls to stop the sale of the Agus and Pulangui
complexes since these are sources of cheap power in Mindanao that should not fall into
the hands of profit-driven private interest. Policy should be adopted on the non-
privatization of the Agus-Pulangui hydropower complexes because these are essential
to the public welfare of the communities of Mindanao and would be better left under
government control considering their inherently profitable nature, and therefore, the
operation, maintenance, expansion, and/or improvement of such hydropower
complexes could be done with no government subsidy, while sustaining the required
level of power supply in Mindanao.

There are two issues related to the matter. First argument is that non-
privatization of the Agus-Pulangui hydropower complexes would discourage entry of
private investors because they will not be able to compete with low power rates of the
hydroelectric complex. The demand for power in Mindanao has continuously risen
through the years with rapid urbanization and increased industrialization and citing
2015 data from the Department of Energy (DOE), of the total 2,067 megawatts
committed capacity and 1,939.33 indicative capacity of Mindanao, 131.80 megawatts
of committed capacity and 387.84 indicative capacity come from hydropower plants,
such as the Agus and Pulangul.

Second, there is an allegation that Mindanao electric cooperatives and
consumers refuse to share the burden in the costs of power. This bill addresses this
concern by having a Mindanao Power Corporation (MINPOCOR) with regulated rates
that enable it to raise (a) sufficient funds for buying Agus-Pulangui from NPC/PSALM;
(b) sufficient funds for operating and maintaining such assets efficiently; and (c)
sufficient funds for improving such assets.

The creation of the MINPOCOR was first proposed by the Mindanao
Development Authority (MinDA) during the 2012 Mindanao Power Summit. The
Philippine Chamber of Commerce and Industry (PCCI) immediately expressed its
support considering that the Agus-Pulangui hydropower plants are Mindanao's
patrimony and should be in government hands.

It is the government’s duty and responsibility to promote the economic
development of the country, particularly the Mindanao region, and the availability of
electricity at reasonable cost as a catalyst for economic growth.

In view of the foregoing, approval of the bill is earnestly sought.
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Representative
Zamboanga City, 1° District
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HOUSE BILL NO.

introduced by: REPRESENTATIVE CELSO L. LOBREGAT

AN ACT
CREATING THE MINDANAO POWER CORPORATION
AND PROVIDING FUNDS THEREFOR

Be it enacted by the Senate and House of Representatives of the Philippines in Congress
assembled:

SECTION 1. Short Title.-This Act shall be known as the "Charter of the Mindanao
Power Corporation (MINPOCOR)”.

SEC. 2. Declaration of State Policy.-It is the policy of the State not to privatize
the Agus and Pulangui hydropower complexes in Mindanao because these are essential
to public welfare. The public would be better served and benefited if the government
retains ownership and control over these inherently profitable hydropower plants.
There would be no need for government subsidy for the operation, maintenance,
expansion, and improvement of these hydropower complexes, even as the required
level of power supply in Mindanao is sustained.

It is the government’s duty and responsibility to promote the economic
development of the country, particularly the Mindanao region, and the availability of
electricity at reasonable cost is a catalyst for economic growth.

Towards this end, the National Government shall ensure the dependable and
reliable supply of electric power through the acquisition by the appropriate government
agency of the generation assets of the Power Sector Assets and Liabilities Management
(PSALM) located in Agus and Pulangui, hereinafter referred to as the Agus-Pulangui
Hydropower Complexes (APHC), an assurance that the electricity rates shall, at all

times, reflect the true cost of power.

The creation of an organized government-owned corporate entity in Mindanao
is necessary to attain these ends.
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SEC. 3.Definition of Terms.- The following terms are herein defined as follows:

(a) Distribution of electricity refers to the conveyance of electric power by a
distribution utility through its distribution system.

(b) Distribution Utility refers to any electric cocperative, private corporation,
government—owned utility or existing local government unit which has an exclusive
franchise to operate an electric power distribution system in a specified area.

(c) FElectric cooperative refers to an electric power distribution utility
organized pursuant to Presidential Decree No. 269, otherwise known as the National
Electrification Administration Decree, as amended.

(d)  End-user refers to any person or entity requiring the supply and delivery of
electricity for its own use.

(e) NPC-Mindanao Generation refers to the Mindanao office of the National
Power Corporation.

(f/  Return-On-Rate-Base ar RORB refers to the rate setting methodology that
allow public utilities to recover just and reasonable costs and earn a reasonable return
so as to enable such entities to operate viably.

(g) Retail Rate refers to the total price paid by end-users consisting of the
charges for generation, transmission and related ancillary services, distribution, supply
and other related charges for electric service.

SEC. 4.Creation, Name, Domicile, and Term.-There is hereby created a
government-owned and —controlled corporation to be known as the Mindanao Power
Corporation(MINPOCOR), hereinafter referred to as the "Corporation”, under the Office
of the President of the Philippines and attached to the Department of Energy for policy
supervision.

The principal office of the Corporation shall be determined by its Board of
Directors: Provided, That such office shall be located in the Island of Mindanao. It may
also establish liaison or satellite offices, branches, agencies or correspondents, or other
units in other parts of the Philippines as its business operations may require.
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The Corporation shall have a term of fifty (50) years from its creation hereof and
shall be deemed renewed for an equal period unless sooner dissolved by law. The
Corporation shall be covered by the provisions of Republic Act No. 10149, otherwise
known as the “GOCC Governance Act of 2011”7, and be subject to the regulatory
jurisdiction of the Governance Commission for GOCCs (GCG).

SEC.5. Powers and General Functions.-The powers, functions, rights and

activities of the Corporation shallbe the following:

4.

To have continuous succession under its corporate name until otherwise

provided by law;

To prescribe its by-laws not inconsistent with this Act;
To adopt and use a seal and alter it at its pleasure;

To sue and be sued in any court of law;

To conduct investigations and surveys for the development of water power
in the Mindanao region;

To take water from any public stream, river, creek, lake, spring, or
waterfall in Mindanao, for the purposes specified in this Act; to intercept
and divert the flow of waters from lands of riparian owners and from
persons owning or interested in waters which are or may be necessary for
said purposes, upon payment of just compensation therefor; to alter,
straighten, obstruct or increase the flow of water in streams or water
channels intersecting or connecting therewith or contiguous to its works or
any part thereof: Provided, That just compensation shall be paid to any
person or persons whose property is, directly or indirectly, adversely
affected or damaged thereby;

To operate, maintain, repair, rehabilitate, expand, or improve the APHC
acquired from the PSALM under the terms and conditions provided in this
Act with authority to sell electric power in bulk to electric cooperatives,
distribution utilities, and other entities in accordance with this Act;

To adopt measures necessary and desirable to ensure sufficiency of power
it committed to electric cooperatives and distribution utilities, and to
supply power in Mindanao in general, including the expansion of existing
power plants, establishment of new hydropower plants, and contracting of
ancillary or support services with other power generators, subject to the
market share limitation as provided in Republic Act No. 9136, otherwise
known as the“Electric Power Industry Reform Act of 2001”;











































