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In tro d u c e d  by  SEN. WIN GATCHALIAN

A RESOLUTION DIRECTING THE APPROPRIATE SENATE 
COMMITTEE TO CONDUCT AN INQUIRY, IN AID OF LEGISLATION, 

ON THE OPERATIONS OF UNDERPERFORMING DISTRIBUTION 
UTILITIES AND THE REMEDIES TO HOLD THEM ACCOUNTABLE

WHEREAS, in the re s tru c tu red  power in d u stry  u n d e r Republic Act No. 
9136, otherw ise know n a s  the Electric Power Industry  Reform Act of 
2001 (EPIRA), the D epartm ent of Energy (DOE) is m andated  to facilitate 
and  encourage reform s in the  s tru c tu re  and  operations of d istribu tion  
u tilities (DUs) for g reater efficiency and  lower c o s ts ,1 while the Energy 
Regulatory C om m ission (ERC) is m andated  to prom ulgate s ta n d a rd s  for 
and  regulate  ra te s  of d istribu tion  u tilities (DU); 2

WHEREAS, the  DOE, in the  discharge of its functions, h a s  issued  
dep artm en t c ircu lars prom oting com petition, 3 tran sparency , 4 and 
resiliency, 5 while ERC, p u rsu a n t to its  m andate , h a s  estab lished  
d istribu tion  system  reliability perform ance indices su ch  a s  the system  
average in te rrup tion  frequency index (SAIFI), the system  average 
in te rrup tion  d u ra tion  index (SAIDI), and  the  allowable system  loss caps;6

WHEREAS, both agencies m ay recom m end the revocation of any  DU’s 
franchise for violation of any of the provisions of the EPIRA;7

WHEREAS, various hearings of the Senate Com m ittee on Energy h as 
b rough t to light the  issu es  su rro u n d in g  DUs su ch  a s  non-com pliance 
w ith system  loss cap s,8 SAIDI, and  SAIFI;9 financial liabilities, in the  case 
of electric cooperatives; 10 and  failure to electrify a reas  w ithin their 
respective fran ch ises11 -  thereby resu lting  to the  prejudice of consum ers;

> Sec. 5(e)(ii), Republic Act No. 7638 (1992)
a Sec. 43, Republic Act No. 9136 (2001)
3 Department of Energy (DOE) Department Circular No. DC2018-02-003 “Adopting and Prescribing the Policy 
for the Competitive Selection Process in the Procurement by the Distribution Utilities of Power Supply 
Agreement for the Captive Market”.
4 DOE Department Circular No. DC2018-08-0026 “Adopting Framework for Uniform Monthly Electricity Bill 
Format”.
5 DOE Department Circular No. DC2018-01-001 “Adoption of Energy Resiliency in the Planning and 
Programming of the Energy Sector to Mitigate Potential Impacts of Disasters”.
6 Sec. 3.3, Philippine Distribution Code (2016)
7 Sec. 46, Republic Act No. 9136 (2001)
* Submission by the ERC to the Senate Committee on Energy on the Systems Loss Bills dated 11 November 
2016.
9 Senate Committee on Energy Hearing (25 September 2017) pp. 8, 11, 16, 27, and 99.
10 NEA presentation on “STATUS OF UNDERPERFORMING, FINANCIALLY AND TECHNICALLY DISTRESSED 
ELECTRIC COOPERATIVES” given to the DOE on 10 December 2018.
11 16 April 2018 and 13 August 2018 Hearings of the Committee on Energy on Senate Resolution No. 695 
(Rural Electrification).



WHEREAS, given the  foregoing shortcom ings of DUs, there  h a s  been no 
policy or procedure for DOE or ERC to determ ine underperform ing  DUs 
whose franchise  will be recom m ended for revocation;

WHEREAS, despite th is, the DOE on 11 J a n u a ry  2019 subm itted  a  letter 
to the Speaker of the  H ouse of R epresentatives w ith the sub ject 
“R ecom m endation for the  C ancellation of the  F ranchise  of Ailing 
Cooperatives U nder Section 48 of Republic Act No. 9136” which 
en u m era tes  seventeen (17) ECs identified by the  National Electrification 
A dm inistration a s  underperform ing, financially, and  technically 
d is tre ssed ;12

WHEREAS, the DOE on 30 J a n u a ry  2019 recalled the letter it subm itted  
to the Speaker da ted  11 J a n u a ry  2019 citing as reason  th a t “the  DOE 
received reports from and  inform ation from these  electric cooperatives 
th a t they have already addressed  the  issu es aga in st them ” therefore 
deem ing it “p ru d en t to hold, in the  m eantim e, [their] recom m endation”;13

WHEREAS, the situa tion  above highlights the  necessity  for a  clear policy 
and  procedure on how DUs can be held accoun tab le  for their du ties and  
responsib ilities u n d e r the EPIRA, th rough  the recom m endation of DOE or 
ERC for the revocation of the ir franchise, all tow ards the  prom otion and 
protection of co n su m ers’ in terest;

NOW THEREFORE BE IT RESOLVED, a s  it is hereby resolved, to d irect 
the appropria te  Senate Com m ittee to conduct an  inquiry, in aid of 
legislation, on the operations of underperform ing DUs an d  the  rem edies 
of governm ent to hold them  accountable.

Adopted,

12 Letter of Sec. Alfonso G. Cusi to Speaker Gloria Macapagal-Arroyo with subject “Recommendation for the 
Cancellation of the Franchise of Ailing Cooperatives Under Section 48 of Republic Act No. 9136” dated 11 
January 2019.
13 Letter of Sec. Alfonso G. Cusi to Speaker Gloria Macapagal-Arroyo recalling DOE's letter dated 11 January 
2019 dated 30 January 2019.


