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Introduced by Senator John H. Osmeh'a

EXPLANATORY NOTE

■'!" i-i e F' i-i i 1 i p p i n e i-i i s e n cj o w e d w i t i-i a b u n d a n t a 11 hi o u g hi 
jeasonai rainrall. Rari. ntall oc curs in areas wners?
adeguate di f-f erences e
t hi e in g o o d s i t e s + o r i"'i y d r o e i e c t r i c

1 s t,, t hi e r e b y, m a k i n cj
D i/-i e r d B V B i D p iTi B n t..

The uti1isation and development of indigenous and 
rep 1 ciceab 1 e energy resources, rio fiiatter how srnaJ. 1 , is an 
e s s n t i a 1 ai n c4 i iTi p e i'“ a t i v e c o m p o n e n t ■ t o n a t i o n a 1 s u i-'" v i v i a 1 
a n c:l j::) r o g r e s s.

The State considers the private sector as the 
prime mover for -economic 'growth. In this regard, private 
initiative is encouraged, hence, in most enterprises, 
deregulation and sel f--regul at i on of business activities 
have been generally adopted. (h.;-;ec. Order' 2l~o)

It is likewise the policy 
sel f ""r el i ance in the coun't.'.r'y

of 'the State 'to achie've 
s> ener g'y' regui re me rets

p r i i'l'i a l•"• i 1 y t h r o u g hi 
r e s o u r c e s f-'

the utilisation of indigenous energy

Based on 'the foregoing, it, is iricurribent upon the 
State to grant the pri'vate sector the most conduci've and 
e n c o Li r a g i n g a t. m o s p f-i e r e f o r 't I'l e d e v e 1 o p'm e n't. o f s; iTi a 11. 
scale hydroelectric power plants or installtions in 
appropr 1 ate or suitable si't.es in 'the coLintr'y.

•in as much .as this bill principal I'y 
:iPP 1 i cat.i on of local technology in the 

utilisation of indigenous energy resources by competent 
pri'va't. e ent 11, i it shall gi've fi.il 1 frieaning and

Moreo'vei-' 
p r o m D't e s 't l"■| e

substance to 
pro'vi s>i onsii

the f ol louring pertinent Consti ttitional

1 Pir 'h X'

Sec. 10. 
indigenous. ii-.9.B.L..Q.&0„,a t e a. i'l d s e 1 f - r e 1 i a n t
lig..i.§,D...t,.'i...x..i...B. and techir~io 1 oq i c:a 1
t hi fit?-. I',".. ..Q.O. t l'“ C.OLi
s'vsterns and national life.

apabi 1 i L i o-;.L. and
t.ry

Sec. 11. The Congress ma'y pro'vide for 
incentives, including tax deductions, to encourage 
p r i 'V a t e p a r t i c i p a t i o ri i n fi i" o g r" a m s o f b a s i t: a ri d 
applied scientific research.

Sec, 1 i he : S'tate sh-ai i r eg Lila'he 'the
transf er ai'id B.i.'"lB..|I!..Qji..§’.. tb..??., Q..f... .t.schnoi cig v
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u C3
it. IB not. the a.Tffi of this bi.i. 3. 
p o w & r g e n e r a t i o n o v e r o t hi e r

t. c;j Cl 1 V e 
uses or 

fjr j. or

r .111 c( j.
pr s-f erence 
appropr i at. i on
riQf'st ot appr opr i at or s ^or doo'iest i <c oi1 
uses or irrigation, pirovided that Bubstanti al ecionoiTiic; 
taenet i ts can be estab?t i shed. However, 3. t cannot be

gener at 3. on 
other uses or

denied that power 
S3. Ci'iul ataneousi y wi thi the 
water. After i.isincj tl'ie energy o 
water the s-aite v*iater Ciiay 
o r i r r i g a t i o n f:j i.i r fi o si e s,

may CO-exist
a p p o p i'" i a 'c i o n s o r

be used -for
■ a 3.3. i n g o r r i.i n n 3. ri g 
domest 1 c muni c i pal

In view ot all the -forecjoing, ti'ie appiroval 
bill is earnestly sought and recommended.
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gg/1 mb
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Introduced by Senator John H. Osffiefta

AN ACT
PROVIDING FOR THE PRIVATIZATION OF MIN I--HYDROELECTRIC 

POWER DEVELOPMENT IN THE PHILIPPINES

Be i t enacted by the Senate and. House of Reoresentat i ves 
ill Congress assembl ed s

1 Sec. 1. -- "ihis Act. shall be known as

1:! the " I he kb. n3.—Hydroei ect.r i c Power Devel opnient. Law".

3 Sec3 H 1;» 5..f„ CL,4_ec,t,-i.,.'rA~"H'le

4 objectives ot the iTii ni — hydrocal ectr i c power

b d e V B1 D p iTi e n t. i! e r e i n e s t. a t j 11 s h e d a r e s

6 (1) i o create ain atmosphere oi- ericburaiQecrient

/ in order’ ’thai't marvy small ent. erpr eneurs i*^i 11 de'velop

3 potential sites for hydroel ectr i c power e;-:i sting in

V 't I ’l e i r r e s p e c t. i ’v e 1 o c: a 111.1 e s ^

10 ('.i) io facili’tate I'vydroel ectr" i c power

11 devel opment b'y el i mi na't. i ng the riumerous.- and

12 o'V ef" 1 a fi p i n g g o’v er' n crien’t a g en c i es whi C5 s e |:3 er" m i’t s

13 aut.hor 1’i’,'. i E’S, licenses, etc. are pire?s..ent. 1’y reguired

14 for such de’vel opment, au'id to concentra’he the

lb absol Lite iand e;->cl usi've ai..rt’. hor i t.’y in one agency

16 which mandated to foster and facilitate the

17 devel opment dt smiai 1 scale hrydr oel ectr i c power.

15 C3.! To ap|::)or’t i on a part ot 'the economic

1-? benef i ts of the h’ydroel ectri c fiowesr pctent. ial ’to

20 ’the respiect 1've local i'hies where ’the’y exis't in 'the

2 3. na’ture of realt’y and franchises ’t a he? 55-5
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1 (''i-} Id grant 3. ncent. i vbs tor t.hs citsvB.1. opiTiBnt.

2 ot indigenous energy resources;

Zii (5) To provide si cont. r act. uai -i-r amewDr k

4 wherein some stability o-f conditions can be relied

5 upon -for -firiancing purposes,!

6 Sec. 3. S.X.. ..L§,L,;Ii..;S" useci in

"7 i'i i s Mct, the toll owing ter ins shall be understood,

3 a p pi 1 i e d a n d c: c:j n s t. r t.,i e c;! a s t o 11 o w s s

9 1) Mini hydroel ectr i c: power development means

.1.0 an elect, ric plant, or i ns-t. al 1 at. ion in one locality

11 wi t!i an energy production capacity ot less than

12 10,000 KW.

13 !,:;!) Hydr0""el ec::t.r i c piower means £?lectric pow6?r

14- produced by using the energy ot tailing and/or

15 running water.

IS 31 Domesitic use refers to the utilization of

1"/ water tor drinking, washing, bathing, cooking, or

1 £3 other household needs, horrie gardens and wat.ering ot

. f.
19 1 av*jns or domiestic animals.

20 4) Municipal use reters to th€? utilization ot

21 water tor supplying the water requirements ot the

1 t. y „

23 5) Irrigat. ion use reters to the ut 11 i .z at i on.

1;4 ot water tor producing agricultural crops.

25 Sec. 4. H.Q..ii’.n .c ,Y_ in Q..b..s!..C.9.IS.” ihe Lnergy

2S Kegul atory Board is hep_eby desii g nested as the sole

2 7 a n d e x c 11 \ s i v e e n t i t y t o a d m i n i s t e i", e n d o r s e a n d

2S implement this Act.

29 Sec. 51. Powers a.fi.d^ O.ujh.ie.s ,ot .t.ll.®. The

30 Board shall be responsible tor the regulation,

31 pji-omoti on and adiTii ni strat. i on of apfil i cat.i ons tor

3 2 iTi i n i h y d i'" o e 1 e c t. r i c p o w e r c J e v e 1 o p m e n t. .C t s p o w e r s

! /; 
ij/



le

1 9

21

and duties, shall be as toilo’wss •

(1) i"’roiT(Ul gat.e such rules and retjul at.i oris as, 

m-ay be necessar'y -for the proper i mpl ernentat i or! and 

a d m 3. n i. iB t r a t i i::5 n C3 t t h i s A c t. ^

(2) Process and approve applications -for
i}

illi ri i —• 11 yd r' cse 1 ec t. r~ i c. p ower d eve 1 op iTier'i t., i nics i ri g st.ic:: ti 

terms aind conditions as it maiy deem necessary to 

promote the objectives ot this Ac::t^

(9/ charge reasonable •fcaes in connection withi 

the -filing, pr ocessi ncihandling, afifirovai of 

appl i cat i ons for mi n i --hydroel ectr i c power

development in all suitable sites in the country?

4) lA f t e r d u e hi e a r i r "i g, d e c.; i d e c o n t r-" o v s r -s i e s 

c; o n ‘C e r i''i i n g a p p lie: a i "i t s- a n o o p p o s 11 o r ■ s. C..i p p o si-, i t o r' s 

shall be limited en c 1 usi'vel y to individuals or 

entities wi"'io adeguately, sl'iow i ntere'St. and 

c;apabi 1 ity -far an a 11ernate deve 1C3pment of thioi- 

f 1 r D p D s e d B i t e -i- o r m i n i f i y cj i-" o e? 1 e c;: t r :i. c p o w e r

development or alternative use of the water -source. 

Pre-ference is given to the. utilisation of the 

i;:i i-“ o p o e d s i t e f o r i r r i g a t i o n , d o m e s t i c o r d r i n k i n g 

w a t e r u s e s;;, p r o v i d e d, i i o w e v s r , t. l"i a t. s u b s't. a n t. i a 11 y 

eC3i.ii Va 1 en t ecoriocri i c benef i t s can 1 je est ab 1 i shi ed «

Awardee must give a performance bond in the 

amount equivalent. to 25/„ of the total cost of 

i i i st a 11 at. i on or the civil works eiiecuted in -favor ® 

of the Board to ensure completion of the 

devel opment.

(b) bimplify and facilitate all system-s and 

p r ■■ o c e d Li r e -s i n v o 1 v e d i n m i n i -- h y d r o e 1 e c t. r i c p o w e r 

development such that permits, authorities, 

licenses- etc. of other government agencies shall 

no longer be required.

1



7

4

,i. U 

1 1

13

14

15 

1 6 

17 

1U 

19

24

(o) beneral 1 y, exerci bb all the powt-^rB 

necessary or incidental to attain the purposes o-f 

this Pjct and other laws vesting additicsnal powers 

on the Board.

L.3. cense Etc, ffi i n i -••• l'"i y d r o e 1 e C71'. r i c.

rn ini -• hi y d roe 1 e c: t r i c

devel oper is hereby discharged and rel:i, eved trom 

securing any permit, license, authority, or the 

like troiTi other' go'v'ernrriGjn't. agency or t^n'tit'y, g>uci"i 

as the Mational W,ater Resources Council or 'the 

National Irrigation Authority, in order to begin 

t l"i e c;j n 'b f. !'■ u c; 't i ori C3 f 't t"i e

project, laws, ordejrs, decrees, etc 

CCSi"'itrar■ notwi thistaridi rig .

Beer, o /. y.L'-il.Qlv.." De'vel C3piTierit.

£3 T less than Ti-ft'y per crerrt (r30V„) O'f 'the 

hi ■'/ ci r o e 1 e c; t r i c p o w e r |j C3't e ri 'h i a 1 o f t hi e p r o p o b b d s i 'h e 

3, B ncjn-excl usi ve. i he Eicsard upc:in due app'l i crat i on 

and award , ma'y gran't the dcG'vel cipmervh cjt the si'te 'tcj 

ano'thef" c^ual i -f i ed appil i cant who c:an sati sraertori 1 y 

prove that he c;an prc3duc:e -at leas't t'wice the 

existing capacity -from the site in terms o-f pwer 

<KwS. ) and energ-y (kwhirs. ) and provided, that the 

D r i g i ri a 1 in i ri .t hid r o e 1 e; c 't r i c: pi cs w e r d e 'v e 1 o pi e r i s 

rcai iTibur seci of the 'value of his i n'vestment based cin 

'the; dec. la red 'value of the; dervel op merit for real 

e Si t a t e t a x p i,i r p o s e s o v e r t hi e i m m e d i a t e 1 'y p r e cr. e d i r'l g 

'three (S) 'ye airs or in caise 'the deed aired 'values o'ver 

Scii d period differ, the averaeje 'value therecsf.

Sec» 3. W..-!:...9.."i?..y.r.& Q..L. ^...t.Si.-l.B.s.9..§l Q.f,.. ^..i.l.I...“Lt.i..D..9.. y..??...!-.®.!'!.. 

Qutl ets. Etc. . In the event the proposed mini- 

h y d r o e I e cr't r i c p C3 W e r cJ e 'v e lop mr e ri t e r "i 15. i 1 s. 't i"i e c 1 cri b u r e 

or stcippaige of existing water ciutlets, passageway.
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1 carii'iect 3. ons, coriciui t.s, aptsr tui-'es or the like f-roiTi

2 the water Bource, the iTij. ni ■'■•rrydroei ectri c power

3 developer is obliged, on its account or e>;pense, to

4 restore or re-'-engi nee'r the said v-jattv;!-'' outlets,

5 passageways, c o n n e c t i o n s, c o n d i sits, a p e r t u r e s,

6 etc» , in suci'i iitanner that. e>;is,tinQ users or

7 appropr i ator s shall not be permanent! y deprived o-F

S t he:i, r use or apjpropr i at j. on.

9 Sec. 9, 'ktl Persons Engagi no In

I !.i ■ "" Pi'"1 V P ®i''" ■'sori

II or persons, natural or judicial, engaging in mini—

12 i"'iydrDe 1 ect.r i c (:::iower devel c:jpmer'it. s11a 11 be gr afit:ed

13 the -following incentive benefits5

14- a) Speci al F-ranchise 1 a;-; F^ates» -■ Tine

lb -f f'an c l'"i i se ta>! paryable by all gr-antee-s o-f -f-rancF'ii se

IS to devel op potent, i a. 1 site’s for hydro—el ec. tr i c power

17 and to generate, transmit and sell electric power

IS si'icill be 3 a of t F'lei r gross r'sceipts received from

19 B a 1 e o f elec: 't r i c: |'.3 C5 w e r a n d f r o m t r' a n s a c t i o ri s

i ni c i dent tvo the ge’nerait i on , tr ansmi ssr:i can and sale 

of electric: power. Suc:!'"i franc:l"iise ta;-; slial 1 be

22 payable to t.!"'ie Ccimmi s;;si oner cjf Internal F::;evenue c;jr

23 I'lis duly autF'icsr i :-:ed representat i ve cjn or before tFie

24 2ut,F"i day of 'ttie mcjn'ti'i foil cowing tiie' end cjf eaicti

2b cal end ar or f isc:al criuarter, anci si'icill , any

26 provision of ttie L..oc::al Ta;-; Code, tFie Internal

2./ F-<evenue Oode, cDr" -ai'ly csI:Ffer' l.aw tcj the c:c3r"i-tr“ai*‘'y

25 nD’t wi t i"i st and i n g, be in lieu of all taxes and

29 assessments of wliatever nature imposeci by tFie

3 u n a t. i o p, a 1 o r 1 o c: a 1 a i..i t. Fi d r■ i -t y o n r e c e i p t. s, i n c o m e a n d

31 privilege of generation, cii str i but i on and sale of

32 el ectr i c power, excep’t asj tierein furtlher pro'vided.

33 This "in lieu" provision is contractual in nature

3



1 and may not be impaired.

2 b) Duty and 1 a>; Exenipt. i ons of eQuipment,

3 Machinery and Materials, - Mi thin seven (7) years

4 -f r D iTI 11"! e d a t e o -f ■ r a n c: I 'l i s e, i m pj o r t a t i o n c j t

5 machx nery and equripment , ffiaterials and parts,

6 shiffjped with such iTiachinery and ec|uipmerit inciudinQ

7 c o n t r o 1 at n d c o tn m u n i c a 11 o n e c| i p m e n t s hi a i 1 n o t b e

8 subject to tari duties and vaJ. ue ■■■■■added tax:

9 P ■r" o ■',.'■ i d sd , ■t hi a t s a i ci cci a c hi i ri t? i-" ■•/,, e C| u i p in en t., iTi a ■t e■r^^ i a 1 s

10 and parts (1) are riD^t. marruf actured doiTiest i cal 1 ■'/ in

11 r e a s o fi a b 1 e c] n a n 11 ■t y a r^i d q u a 11 ■t y a t r e a s ri a 1;11 e

12 pi r 1 c: e s 5 (2'.) a e a c ■t u a 11 y, d i r e c; ■t. 1 y a n d e x c: 1 u s i ■•■/ e 1 'y'

1 ■5 used in ■the corrri^trucct 1 on ■and i iTipoundinsij cd- wa^ter,

14 t r ans-i'or ^■^■la■i■.■. i on into ener-Q'y, and ■tr a ns mi s, si on o-i

15 electric energy to the point o^f use; <3) are

1 o c Dvered by shi iDp) 1 ng dDcumerrt. s- in 'tht^ name O'i' di.dry

registered mi ni •■■■■hydroel ectr i c power developer to 

whom the shi lament will be del i^ve red direcct b^y 

cus^tofi'is author 111 es; and (4) ■the prior atppro^vai O’? 

2'0 ■the Enercry F<egul a^tor ■>-■ Boaird was obtained be-rore

21 'the i mpor tat i on .o^f equipment, machinery, materials

22 and parts,

23 c) i ax Credit on Domestic tJapii^t. al Equi piment,

24. -- A tax credit equivalent to one hundred fier cent

2!5 (1 UU%) D'i^ ■the val ue o-l the ■vali.w?—adde;d ■tax arid

2o cus^toiTis dirties thiat would ha^ve been p-aid on ■the

2'7 mac hi nery, equi piniefTt, and materials and fiar-ts had

23 these items been imported shall be given to

2! -/ r e g i s-1 e r e d m i n i — h y c:l r o e 1 e c:: ■h r i c |3 o w s r d e ■■■/ e 1 o c 1 e r^ w h o

30 purchases machinery, equipment, materials and parts 

■.:'. 1 'frocri a domesitic iTianut act urer 5 F'r crvi ded, (ll that

32 ■the said iTiachiner'y, equipmerrt, ma^ter i al s and parts

34 are actual l^y, direcrtl^y and &;■;ol'usi ■vel ■>'. used try ■the

17

19
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r B cj j. B t. e r e d iTi i n 1 hi y d f" o e 1 e; c t. r" i c:: fs c;) ts r d s v e 1 o pj e r ; 

(.? the fjrior <a|;3provi<?i Or the Board O'f Lnergy was 

obtaii. ns'd by ths; local nianu'f acturer p and i-i ) t.hes 

sals IS o'lade within ssvjen i 7) years Troffi the date 

D 'f i B s- i..t a n c:: e o 'r + r" a ri c h i s e n

d) T('a>; Credits For Withholding Ta>! on 

Interest n " A tan credit Tor t. a>;es with eld on 

interest pi ay men ts on foreign loans shall be given 

a r e g i s 't. e r b d lii i n i h y d r o e 1 e c t. r i c f j d w e r d e v e 1 ci pi s r 

when (1) no such credit is enjoyed by the lender- 

remitter in his country and (2) the registered 

m i n i - hi y d i" c< e 1 e t; t r i c:. d e v e 1 o ri e r h a ^; a s s u m e d t hi e 

liability for pi ay merit of the tax due.

e) Sfiecial Realty fax Rates on Egui fimerit. 

Machinery. lAiny pirovision of the real piropierty tax 

code or arry other lav*o to the coiitrary 

n ci t w i t. h 51 a n d i n g, realty and other taxes on civil 

works, equipiment machinery and other impirovemerits 

of a registered mi ni-hydr oel ectr i c developier shall 

liot exceed 2.5?/. of their origiiial cost.

■}•) i ax Allowance for Investments. ■■■■ An 

investment allowances to the extent of his actual 

investment, pi a id in cash or piropierty shall be 

al 1 ov'^ed as- a deduct!oii from his taxable liicome but 

not to tjxceed ten per cent luX) thereorj F^'rovided, 

That Cl) the investment is made iri subscription of 

shares in the oricjinal arid/or increased capiital 

stock of the enterpirise with iri severi C7) years from 

the date of registration with the Boards C2) the 

shares are held for a pieriod of not less th-an 

three <3) years^ arid C3) the investment is 

registered with the Board. If the shares are 

dispiosed of within the said three (3) y£r?ar pieriod,
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the t. ai-ipciyer shall loss the; beneMi t o~f his 

deduct 1 on s |j hx s incocfie t-ai'i liability shall be 

recomputed, and he; s-hall pay whatever additional 

sLUTi be due plus interest thereon, within thirty 

(30) days rom thei date; oy di sposi ti on B

Q) Capital Gains Ian tMempti on. — Eiiecfiption 

•from income; tax orr the-’ portion dt' the; cjains 

realised -from the sale, disposition, or transfer of 

capi tal assets, as defined in Section thi rty~"f our 

of the National Internal Revenue Code, that 

c o r r e s o n d s t. o t !'"i e p o r 11 o n o f t i'"i e p f o c e e d s o f t. hi e 

sale that is invested in new issues of capital 

stock of, or in thts purchase of stock owned by 

foreigners in pioneer enterprises, within si>; (a) 

months- from the date the gain si 'were readizeds 

f:'rovi desd, That (1) such sale, disposition or 

transfer and the inves-;tmerit of the proceeds; thereof 

are registered with the Board and the Bureau of 

Internal F\'evenut;; 5 and the shaires of stock

repr esent i ng the investment are., not disposed of, 

transiferred5 c!ssigns;d or convtsyed for a pc^riod of, 

three <3> years from the date the investment was 

made. If siaid shcires of stock airs; dispos>ed of 

within the said period of three <3) years, all 

tallies due; on the gains realized from the-; original! 

transfer, sale or disposition of the capital assets 

shal 1 i mmed 1 ait el y be;come due aind piayaPlE;;,

Sec. 10. £il_.LC..k!l!.5LQ..i“..

the mi ni "'"hydroel ectr 1 c power 

development, is; located in a city, siiity pe;r ce;nt. 

looy.) of the frCinchise tallies collected shall accrue 

to the city aind forty per ce;nt (4o%) to tlie' 

n a 11 o n a 1 ig o v e r n m e n t.

IJJ
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.[-f the mi fii —hydroosl ectr i c power devosl opment 

1b located in a municipality., thirty per cent iv>0%) 

ot thie *f ijr'ancl“j 1 se taec- ciol iecrted shtail acco"'ue to 

the municipality, thirty per cent 03OX) to the 

province and -forty per cerit (40X) to 'the na-tional 

Q o 'V' e r f "I iTi e n t.

yec11.. Ihe awardee iTiini

h y d r D e 1 e c t. r i c p o w e r d e -v’ e 1 o p e r h e r e i n b h a 11 h o 1 d 1.1"! e 

•franchise, -for a period od tv'jen-hy---f i ve (.25) years, 

extendible -for au'-iother t. went.-y---f i've (25) -years under 

t ti e s a m e o r i g i n a 1 t e r in s a r> d c: a n <:i i't i o n -s a ri d 

that said awcirdee nas comiplied -f .ai th-f ul 1-y with aill 

ter ms and cond i t i ons of thie awar d.

Sec,. 12. All law-s, decrees,

orders, rules, circulars, as, the "Water Code of the 

Phi 1 ippines*' (P. D. 1067) or the "National 

I r r i qa-t j. on Admi ni s'kr at i on Act." (R.A.' 3061, as

amended), etc., which are i nconsi s-terrh wi-thi ari-y 

provisions a r e 1 ler e repealed
9

Pick

s'ihal 1 -take e-f-fec-k i mmedi atel-y upon i-ts> approval. 

Appro’ved,

gg/1 mb',

/a


