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	Legislative Executive Development Advisory Council

	

	Highlights Of The 99th LEDAC Meeting
Presiding Officer

With Her Excellency, President Gloria Macapagal-Arroyo presiding, the 99th LEDAC meeting was called to order at 10:00 a.m. on 24 August 2004 at the State Dining Room, Malacañan Palace.

Attendance
The following government officials attended the meeting:

A. Executive
1. Her Excellency, President GLORIA MACAPAGAL ARROYO
2. Vice President NOLI L. DE CASTRO (OVP)
3. Executive Secretary EDUARDO R. ERMITA (OES)
4. Secretary EMILIA T. BONCODIN (DBM)
5. Secretary ROMULO L. NERI (NEDA)
6. Secretary JUANITA D. AMATONG (DOF)
7. Secretary CESAR V. PURISIMA (DTI)
8. Secretary ELISEA G. GOZUN (DENR)
9. Secretary GABRIEL S. CLAUDIO (P
10. Secretary ANGELO A. REYES (DILG)
11. Usec. FELICIANO M. GACIS, JR. (DND) 

B. Senate
12. Senate President FRANKLIN M. DRILON
13. Senate President Pro-Tempore JUAN M. FLAVIER
14. Senate Minority Floor Leader AQUILINO Q. PIMENTEL JR.
15. Senator JUAN PONCE ENRILE
16. Senator MIRIAM D. SANTIAGO
17. Senator MANUEL A. ROXAS II
18. Senator RALPH G. RECTO 
C. House of Representatives
 9. House Speaker JOSE C. DE VENECIA JR.
20. Deputy Speaker EMILIO R. ESPINOSA JR.
21. Deputy Speaker RAUL DEL MAR
22. Deputy Speaker BENIGNO C. AQUINO III
23. Deputy Speaker GERRY A. SALAPUDDIN
24. Majority Floor Leader PROSPERO C. NOGRALES
25. Rep. AGAPITO S. AQUINO
26. Rep. JOEY S. SALCEDA
27. Rep. ALIPIO CIRILO V. BADELLES
28. Rep. ARNULFO FUENTEBELLA
29. Rep. AUGUSTO H. BACULIO
30. Rep. RODOLFO C. BACANI
31. Rep. SIMEON A. DATUMANONG
32. Rep. JUAN MIGUEL F. ZUBIRI
33. Rep. ROLANDO G. ANDAYA, JR.
34. Rep. ERNESTO C. PABLO
35. Rep. ARREL R. OLAÑO
36. Rep. ELADIO M. JALA

D. LGU Representative

37. Gov. ERICO B. AUMENTADO (League of Provinces)

E. Other Executive Officials
38. Secretary VINCENT S.  PEREZ (DOE)
39. Secretary RIGOBERTO D. TIGLAO (Chief-of-Staff)
40. Secretary IGNACIO R. BUNYE (Pres. Spokesman)
41. Secretary. RICARDO L. SALUDO (PMS)
42. Secretary SILVESTRE C. AFABLE (PMS)
43. Dep. Exec. Secretary JOAQUIN C. LAGONERA (OES)
44. Usec CATHERINE H. BELLO (PLLO)
45. Usec. CYRIL C. DEL CALLAR (DOE)
46. Comm. CRISTINA  D. PADOLINA (CHED)
47. Asec BERNARDINO E. SAYO (PLLO)
48. ADG MARGARITA R. SONGCO (NEDA)
49. Director VICTORIA V. QUIMBO (NEDA)
50. Atty. JESSE H.T. ANDRES (OVP)
51. Atty. RAUL M. LUNA (OVP)
52. Atty. ROBERT JURADO (OVP)
53. Col. INOCENCIO SILBOL (OVP)
54. Capt. JOSE MACAPILI (DND)
55. Ms. SANDRA PAREDES (League of Provinces)
56. Mr. JAMES M. LIM  (Liga ng mga Barangay)

F. Invited Legislative Officials
57. Director-General SUSAN T. BULAN (SEPO)
58. Director-General RODOLFO V. VICERRA (CPBO-HOR)
59. Director RONALD R. GOLDING (SEPO)
60. Director NOVEL V. BANGSAL (Office of the Speaker)
61. Atty. REGINA EVANGELISTA  (OSP)
62. Mr. PAUL TORRES (OSP)
63. Mr. EDUARDO GARVIDA (Senate)
64. Mr. LEVI BUENAVENTURA (Office of Sen. Pangilinan)
65. Ms. PILAR DULAY (Office of Sen. Pangilinan)
66. Mr. JONATHAN MALAYA (Office of Sen. Roxas)
67. Mr. ARMANDO QUINTONG (Office of Sen. Recto)
68. Ms. JEAN ENCINAS-FRANCO (SEPO-Senate)
69. Dr. ROMULO E. MIRAL, JR. (CPBO)

G. Other Invited Officials
70. Pres. & CEO RAPHAEL PM. LOTILLA (PSALM)
71. President & CEO ALAN T. ORTIZ (TRANSCO)
72. Administrator FRANCISCO G. SILVA (NEA)
H. NEDA/LEDAC Secretariat

73. Mr. JOSEPH T. LALOG
74. Ms. ROSEMARIE O. AGUILAR
75. Mr. OSCAR I. MIA
76. Mr. AUREO P. CASTRO
77. Mr. RICARDO R. SUNICO
78. Ms. MARIROSE J. GINEZ
79. Ms. MYRNA N. CACPAL
80. Ms. ELVIRA L. CUSTODIO
81. Mr. BYRON BICENIO
82. Mr. LEODY BARCELON

I. Presidential Legislative Liaison Office (PLLO)

83. Mr. REY B. ZARATE
84. Ms. IRENE AFORTUNADO

J. Presidential Management Staff (PMS)

85. Mr. ANTONIO AVENDAÑO
86. Mr. ARNEL R. REOLA
87. Mr. REY B. MIRA
88. Mr. JAIME BONDAL
89. Mr. PETER CARREON
90. Mr. REGINALD H. VILLAVERDE

Agenda
The meeting had the following agenda:

                         Agenda Item                                                 Presented by
I. FOR APPROVAL/ADOPTION

The Minutes of the 17 August 2004 LEDAC Meeting

II. FOR DISCUSSION

Energy Savings and Independence                                      Sec. Vincent S. Perez
Program and Priorities                                                                  DOE

III. OTHER MATTERS 

1.0 Call To Order
1.1 The President called the 99th LEDAC meeting to order at 10:00 a.m. Secretary Juanita Amatong led the opening prayer. 

2.0  Approval/Adoption Of The Minutes Of The 98th LEDAC Meeting
2.1 The President invited the members of the Council to review, approve and adopt the minutes of the 98th LEDAC Meeting. 

2.2 There being no further objections, Senate President Franklin M. Drilon moved for the adoption of the minutes. The Council approved the minutes of the 98th LEDAC meeting.

3.0  Energy Savings and Independence
3.1  Secretary Vincent Perez of the Department of Energy made the presentation. His presentation had the following outline:

Power Sector Reforms

New Power Sector Structure

 Privatization

 Open Access & Retail Competition

 Other Power Sector Reforms 

Power Supply-Demand Profile (National, Luzon, Visayas, Mindanao)

NPC Financial Status

Update on the Oil Industry  

Energy Independence Agenda

 Energy Mix

 5-Point Plan

Legislative Agenda

TransCo Franchise Bill

 Natural Gas Bill

 Renewable Energy Bill

 LPG Bill

Conclusion

Power Sector Reforms

3.2  Sec. Perez explained that power sector reforms were mandated by the Electric Power Industry Reform Act (EPIRA) or Republic Act  (RA) 9136. RA  9136 provides for the privatization of the National Power Corporation (NPC), among others. Power sector reforms enumerated included sale of NPC generation assets, unbundling of electricity tariffs for transparency, and opening up of high voltage transmission lines for easy access of distributors and large consumers.

3.3  Sec. Perez presented five EPIRA conditions required for open access and retail competition, namely:

· Approval of unbundled transmission and distribution wheeling charges

· Initial implementation of cross subsidy removal scheme

· Establishment of wholesale electricity spot market (WESM)

· Privatization of at least 70% of total capacity of generating assets of NPC in Luzon and Visayas

· Transfer of management and control of at least 70% of total energy output of power plants under contract with NPC to IPP Administrators (IPPAs). 

He also cited other power sector reforms including the strengthening of electric cooperatives and the renegotiation of IPP contracts.  

Power Supply-Demand Profile (National, Luzon, Visayas, Mindanao)
3.4  Sec, Perez informed the Council that by the period 2008-2014, the Philippines will require a total of 5,200 MW of which Luzon will need 3,600 MW from 2010 to 2014, Visayas will need 900 MW from 2008 to 2014, and Mindanao will need 700 MW from 2009 to 2014.

NPC Financial Status   
3.5  Sec. Perez informed the Council that the consolidated NPC deficit last year was PhP 66.6B, and is estimated to reach PhP100B this year as NPC has been in deficit since 1998.  This is due to the approved selling rates of NPC  PhP/kWh price which is lower than the actual cost.  In view of NPC losses and the significant increase in coal and oil prices in the last five (5) years, an action plan to address NPC’s financial situation was presented.  The plan involves, among others, increasing power tariffs, NPC debt absorption by the national government (NG) and ensuring the successful privatization of the transmission company  (TransCo) and generating company (Genco) assets. A timetable of future key milestones was also presented.

Update on the Oil Industry

3.6 Sec. Perez noted that international oil prices are at an all-time high due to concerns about the security of international oil supply. However, Sec. Perez explained that local pump prices as of August 20, 2004 (unleaded gasoline and diesel) are lower compared to those of other oil-importing nations and our ASEAN neighbors.

3.7 Sec. Perez presented the revenue projections from a proposed tax measure (across-the-board increase of P2/liter). Revenue from the tax is expected to reach PhP34B for 2004 alone.  

3.8 Sec. Perez discussed leading indicators for the oil industry which included details on the market (about 375 new entrants in RP engaged in different downstream activities), total demand (RP’s oil needs estimated at 0.289 million barrels/day or 0.36% of the world oil demand), supply (current inventory equal to 50 days supply), and prevailing domestic prices in Metro Manila (i.e., unleaded gasoline at P25.35 to 26.38/liter). 

3.9 Sec. Perez noted that oil as a percentage of both the power and energy mix was declining, reflecting government efforts to reduce dependence on oil. The transport sector accounted for the highest percentage share in oil consumption at 68%.  

Energy Agenda Independence 

 3.10  Sec.Perez presented the following five (5) Point Energy Independence Agenda as follows:

1. Increase reserves of indigenous oil and gas;
2. Aggressively develop renewable energy potential such as biomass, solar, wind and ocean resources;
3.  Increase the use of alternative fuels;
4.  Form strategic alliances with other countries; and
5.  Strengthen & enhance energy efficiency and conservation programs

 Legislative Agenda  
3.11  Sec. Perez identified the following legislative measures as critical to the country’s thrust of energy independence:

TransCo Franchise Bill

· Enhancement of value of transmission assets to potential concessionaires

Natural Gas Bill

· Promotion of natural gas as a secure, stable  and clean source of energy
· Promotion of competition by liberalizing entry and fair trade measures 

Renewable Energy Bill

· Promotion of RE resources through the provision of incentives

· Preferential treatment in terms of interconnection, dispatch 

LPG Bill

· Provision of more stringent safety standards

· Provision of stringent penalty / sanctions to violators

Alternative Fuels Utilization Bill

Promotion of wider utilization of alternative fuels

Conclusions

3.12 Secretary Perez concluded his presentation by reiterating the urgency of implementing the following reforms to sustain economic growth as follows

Energy reforms to sustain economic growth  

· Market-based environment (Oil Deregulation, WESM)

· Increased investment and job opportunities (Privatization, IMC)

· Improved efficiencies and services (PBR, Systems Loss Reduction)  

· Promote level playing field (Open Access)

· Power of choice for consumers (Retail Competition, LPG Enforcement Bill)

On Power

· Government does not have the resources to subsidize power and fuel costs nor to build new power plants, refineries & other facilities

· Private sector must be encouraged to build new & more efficient energy infrastructure

· Power generation rates have to reflect true cost to attract new investments

· Under EPIRA, NPC can no longer contract new PPAs

Power reforms take time but the government should act now to address the urgent power requirements 

On Downstream Oil Sector

· International oil price volatility is beyond government’s control

· There is an oil price crisis NOW. Government must act immediately and implement short term measures (energy conservation) & long term (energy independence) solutions

On Energy Independence

Energy independence can only be achieved through predictable energy policy promoting level playing field

· Clear & transparent policy direction on the part of the government

· Consistency in policy among the three branches of government

· Continuity in policy direction since energy projects have long gestation period

Implementation of critical and strategic energy infrastructure are key to energy independence (Natural Gas & Renewable Energy Bills)

4.0  Discussions
Impact of Oil Price Hikes

4.1 Senator Miriam Defensor-Santiago queried Sec.Perez  whether the proposed tax measures generated external costs and whether these proposals were imposed as user fees for a public good.  Secretary Perez replied that imposing an excise tax at the point of sale on petroleum products would result in inflationary costs.  

4.2 Senator Santiago also asked whether the tax measures would impact heavily on people with lower incomes.  Secretary Perez assured that any tax imposed would have the least impact on socially sensitive products such as LPG and diesel.

4.3 Senator Santiago queried whether the oil price crisis coupled with the new tax measures would result in a slowdown in the country’s economic growth. Sec. Perez replied that the DOE proposal is for the excise tax to be triggered only when oil prices start declining, and that this would be an opportunity for the country to focus on alternate forms of energy.

4.4 Senator Santiago then asked whether the DOE could prevent private power distributors from taking advantage of NPC’s application for an increase in power rates.  She noted that NPC has applied for an increase in rates (P1.85/ kWh) nationwide.  Secretary Perez replied that he doubted whether the ERC would agree to the full amount being requested but admitted that he had no idea of what rate ERC would allow.

4.5 Senator Santiago also asked what could be done to stop power distributors from passing on the increases to the consumers.  The Energy Secretary’s answer was that the government cannot stop the power retailers from passing on these costs but instead should focus on reducing systems losses.

Energy Conservation Schemes and Alternative Strategies

4.6  Senator Santiago queried Sec. Perez about energy conservation schemes in other countries that may be applied in the Philippines. Senator Santiago cited the example of Thailand where fuel service stations are shut down by midnight and malls close earlier.  Sec. Perez discussed the Department’s energy conservation proposals that include shutting down idling cars, placing stickers on cars to identify fuel efficiency rating, turning off lights in government offices during lunch, and closing air conditioning systems by 4 p.m.

4.7  Senator Santiago inquired whether the higher oil prices would result in a reduction in the country’s GDP by 6% a year.  Socioeconomic Planning Secretary Romulo Neri replied this is why government is promoting the use of indigenous energy resources to help reduce our dependence on foreign energy sources like encouraging production of geothermal energy.  Likewise, he discussed the use of Malampaya liquified natural gas (LNG) by motor vehicles.

4.8  Congressman Butz Aquino made the following proposals in relation to rising fuel costs and the need to save government resources:

· Promote the use of bicycles and bicycle lanes

· Encourage one million overseas workers to deposit their savings in Saudi Arabia

Congressmen must set an example by allowing their pork barrel reduced by half if necessary

4.9  Senate Minority Floor Leader Pimentel suggested that the government study the claims of a Filipino inventor who had allegedly found a way to harness the waves of the sea to produce energy. Secretary Perez replied that DOE is awaiting a prototype of this invention that shall be tested in coordination with the Department of Science and Technology (DOST).

4.10  Senate President Drilon proposed the conduct of three (3) studies, namely:  creating fast lanes along EDSA; shutting down malls at a certain time to save power; and practicing daylight saving time as done in the United States.

Franchise For Transco Concessionaire

4.11 The Council discussed the need for a new franchise for Transco.  Senator Enrile opined that there was no need for a new franchise citing Section 8 of the EPIRA law which stated that within six (6) months from the Act, transmission and sub-transmission facilities of NPC, including franchise for operation, shall be transferred to Transco.  Moreover, he emphasized that this was not a matter of creating a new franchise but merely extending the term of the franchise.

4.12 Congressman Miguel Zubiri raised his concern that failure to create a new franchise would only result in questions being asked later as in the case of MWSS. Meanwhile, Senate President Franklin Drilon proposed that the Department of Justice (DOJ) be consulted. Senator Enrile did not oppose this suggestion but he cited Section 21 (Privatization of TRANSCO) of the EPIRA for the consideration of the Council.

PhP2 Across-the-board Levy on Fuel Products

4.13  Senator Enrile asked Secretary Perez when he planned to impose the additional PhP 2 tax on fuel products as a revenue-raising measure.  Secretary Perez said there was a trigger mechanism when fuel prices would go down.  Secretary Enrile then replied how this could be justified to the people if government was to raise prices of fuel products through the tax the moment fuel prices go down. He then asked for a benchmark as to how much of a decrease in prices would warrant the imposition of the tax.

Sharing the Debt Burden of NPC

4.14  Senator Mar Roxas said government has to make it clear to legislators and to our people how much revenues it needs to raise and exactly for what purposes these revenues will go to.  Moreover, he said that it is necessary for the fund flows to be set forth, and everything is made clear on how much of the burden is taken on by the National Government and the consumers.  

4.15  Senator Enrile pointed out that the NPC debts should not be passed on to the consumers. Sen Enrile stated that it is government that acquired those debts. Senator Roxas replied that all these figures have to be contextualized in the NPC debt problem and how it is to be resolved. Rep. Salceda proposed sharing of the burden between the NG, taxpayers and the consumers.

Other/ Suggestions / Concerns:

a. Discovering and tapping sources of energy in Mindanao (e.g. Liguasan Marsh for natural gas and oil)
b. Promoting the use of fuel efficient hybrid cars 
c. Review rules of tax exemption for electric cooperatives
d. Explore coal deposits in the country, and promote the use of local coal
e. Consider revival of interconnection between Leyte and Mindanao
f. Finding resources to achieve rural electrification of all barangays
g. Giving the NG the right to approve/disapprove projects of the LGUs and their development plans
h. Greater priority/funds must be given to war-torn/underdeveloped areas of the country

5.0 Other Matters
5.1  The Council agreed to postpone the ARMM elections together with the barangay elections. 

Speaker de Venecia’s Proposal for a Debt Relief Program

5.2  The House Speaker requested Secretary Neri to work towards the crafting of a debt relief program, as one-third of the budget goes to debt service.  He called for a renewed strategy  that involves asking the help of the United Nations on the matter of debt relief. The Speaker mentioned this may require a new generation of Brady bonds with long term maturities.  Secretary Neri noted the need to improve the country’s credit rating, as an improvement of one (one) percentage point would save the country PhP20B.

5.3  Speaker de Venecia also suggested that the President speak about debt relief in the upcoming Political Parties Conference in Asia.  The Speaker said this would be consistent with the Millennium Development Goals of the United Nations.

An Agreement For a Meeting in September 

5.4 The Council agreed to have a meeting before Congress recesses on September 25, 2004 to discuss revenue measures as these all have to be explained and discussed further with the legislators. Likewise, it was suggested that the follow up LEDAC meeting discuss short term and long term measures to address the energy crisis. 

5.5 Rep. Salceda also suggested that the LEDAC Task Force (TF) on Tax Measures be convened prior to the LEDAC meeting to review and prioritize revenue measures. The TF outputs shall then be elevated to the Council for its approval. 

6.0  Adjournment
6.1 There being no other matters to discuss, the President adjourned the meeting at 1:25 p.m.

Prepared by: 
The LEDAC Secretariat
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