Republic of the Philippines
Department of Environment and Natural Resonrces
Visayas Avenue, Diliman, Quezon City
Tel Nos. (632) 929-66-26/28; 929-6635/929-3618/929-4028

SA

— 1P Phone Trunkline No. 988-3367
- Website: http/www.denr.gov.ph/ E-mail: web@denrgov.ph
03 March 2021
MEMORANDUM
TO : The Directors
Environmental Management Bureau
Policy and Planning Service
Legal Affairs Service
FROM : The Assistant Secretary

Field Operations ~-Mindanao and Legislative Affairs

SUBJECT : INVITATION FROM THE COMMITTEE ON ENERGY

This pertains to the letter dated 2 March 2021, from the office of Senator Sherwin T.
Gatchalian, Chairperson, Senate Committee on Energy, inviting DENR to its 6th Technical
Working Group (TWG) meeting via Zoom (Video/Teleconference) on Friday, March 5,
2021 from 9:00 a.m. to 12 noon to discuss Senate Bill 1819 entitled: “An Act Providing for
the National Energy Policy and Framework for the Development and Regulation of the
Philippine Midstream Natural Gas Industry, and for other Purposes” or the ‘“Midstream
Natural Gas Industry Development Act.”

Kindly inform this office of your attendance before the scheduled date of the meeting
and submit presentation, comments and/or position papers in relation to the bill in hard and soft
copy at the Legislative Liaison Office at telephone number 8920-1761 and email
denrlegislative@yahoo.com for consolidation. Also, you can confirm your participation and
position paper prior to the meeting to the Committee Secretariat through
atty.graceanns(@gmail.com and/or senateenergycommitee@gmail.com or contact them at
mobile numbers 0905-5245489 and 0915-8122494, or at telephone number 552-6820 and
551-3746 or at trunk line 552-6601 locals 3301-03.

A. LAGU

w AD.M, ﬁ P.A

MEMO MO, 2021 = 199
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Republic of the Philippines
SENATE OF THE PHILIPPINES
Pasay City

Committee on Energy
2 March 2021

General Ray Cimatu (Ret.)
Secretary
Department of Environment and Natural Resources

Dear Secretary Cimatu:

The Committee on Energy will conduct its 6" Technical Working Group (TWG)
meeting via Zoom (Video/Teleconference) on Friday, March 5, 2021 from 9:00
a.m. to 12 noon to discuss SENATE BILL NO. 1819 entitled: "An Act Providing
for the National Energy Policy and Framework for the Development and Regulation
of the Philippine Midstream Natural Gas Industry, and for other Purposes” or the
“Midstream Natural Gas Industry Development Act.”

For confirmation of your attendance, please contact the Committee on Energy
Secretariat at mobile numbers (0905) 5245489 and (0915) 8122494 or at
telephone numbers (02) 552-6820 and (02) 551-3746 (telefax) or at trunk line
(02) 552-6601 locals 3301 to 03. Kindly provide us with an email address where
we can send the link for the video conference and please furnish us with the
complete name and email address of your representative in case you cannot
participate in the meeting.

Your presence/participation in this Committee undertaking will be highly
appreciated.

Very truly yours,

SENATOR SHERWIN T. GATCHALIAN
Chairperson, Senate Committee on Energy

For the Chairperson:

Aac Luc. .

Atty. Grace Ann C. Salesa
Legislative Committee Secretary
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EIGHTEENTH CONGRESS OF THE )

REPUBLIC OF THE PHILIPPINES )

Second Regular Session )
SENATE

S.B. No.

Introduced by SEN. WIN GATCHALIAN

AN ACT
PROVIDING FOR THE NATIONAL ENERGY POLICY AND FRAMEWORK FOR
THE DEVELOPMENT AND REGULATION OF THE PHILIPPINE MIDSTREAM
NATURAL GAS INDUSTRY, AND FOR OTHER PURPOSES

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

CHAPTER 1
GENERAL PROVISIONS

SECTION 1. Short Title. — This Act shall be referred to as the “Midstream Natural
Gas Industry Development Act.”

SECTION 2. Declaration of Policy.! — It is hereby declared the policy of the
State to:

! PNOC-EC (21 December 2020): To include the guiding principle in DC No. 2017-11-0012 (Rules and (Regulations
Governing the Philippine Downstream Natural Gas Industry):
»  The commercial operations of the activities in the PNRI shall be competitive, transparent and primarily governed by
market forces;
*  Agreements, decisions and concerted practices by a Person or persons to fix prices and/or fix output are prohibited;
»  Other practices and/or conduct by a Person or Persons that undermine, restrict or distort competition are likewise
prohibited; and
« Consistent with the applicable provisions of laws, findings and recommendations of the Philippine Competition
Commission (PCC), the DOE Secretary shall adopt measures and/or corresponding remedies to maintain competition.
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(a) Ensure the country’s energy security by developing diversification of energy
sources to supply the various sectors of the economy;

(b) Promote the role of natural gas as an additional energy source, a
complementary fuel source to variable renewable energy, and a more
environmentally-friendly fossil fuel by creating a legal framework that would
govern the promotion and development of the natural gas industry in the
country;

(c) Encourage the inflow of private capital in the development of the midstream
natural gas industry by fostering afr-epenand-fair} competitive market;

(d) Ensure a safe, secure, reliable, [eompetitive;] and environmentally
responsible operation of the midstream natural gas value chain; and

(e) Protect midstream end users feensumers} by mandating transparent and

fair feompetitive]? rates, fees, and charges.

SECTION 3. Scope and Application. — This Act shall apply to the midstream
natural gas industry specifically the aggregation, supply, importation, receipt,
unloading, loading, processing, storage, regasification, transmission, storage,
bunkering,?® and transportation of natural gas, in its original or liquified form, from
local or foreign sources, and the systems and facilities utilized for such. It shall also
apply to the siting, construction, improvement, operation, utilization, expansion,
modification, rehabilitation, repair, maintenance, decommissioning, and

abandonment of such systems and facilities.

SECTION 4. Definition of Terms. — For purposes of this Act, the following terms

shall be defined as stated below:
(a) Affiliate refers to any natural or juridical person who, alone or together with
other natural or juridical persons, directly or indirectly, through one or more

intermediaries, controls, is controlled by, or is under common control by the

2 PCC (22 January 2021): It would be more prudent to use the term “fair” rather than “competitive” when referring to
pricing issues. In theory, market forces determine the competitive price. Theoretically, these “competitive prices” are
determined by the traditional “invisible hand” of market forces irrespective of interventions made by the state.

® DOE (8 January 2021)
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owner or operator of a liquefied natural gas terminal or natural gas
transmission system. It includes a subsidiary company, a parent company,
and the subsidiaries, directly or indirectly, of the owner or operator of an
LNG terminal, a dedicated natural gas pipeline, or a natural gas transmission
Futility} system;?

(b) Ancillary services refer to all services necessary to support the transmission
of natural gas from resources to midstream end users, while maintaining
reliable operation of the natural gas transmission system in accordance with
good utility practice and the Natural Gas Transmission Code to be
promulgated in accordance with this Act. It shall include load balancing and
blending and injection of inert gases;

(c) Anticompeltitive behavior refers fro-anticompetitive-pricing;-outputfxing,-and

thatrestricts,-prevents,-er-disterts-competitiont to any act enumerated under
Section 14 and Section 15 of Republic Act No. 10667, otherwise known as the

Philippine Competition Act;°

4 ERC (25 January 2021): To ensure free competition, ideally, there should be minimal to no common control between and
ameong LNG terminals, the natural gas transmission utilities and the eventual natural gas transmission system operator.
However, such ideal situation is impossible to achieve, Hence, the bill should contain parameters that will guarantee the lack or
minimal influence to be exerted by one industry player over the other players in the industry. The proposed bill should,
therefore, contain the percentage ownership of a person or entity in order to determine whether a company is a
subsidiary or an affiliate of another company.

5 PCC (22 January 2021): PCC recommends revising the definition of “anticompetitive behavior” in Section 4 (c) which as
drafted pertains only to anticompetitive agreements and implicitly excludes abuse by an entity of its market power. Anti-
competitive behavior is well within the purview of the PCA and is treated substantially by the comprehensiveness of antitrust
law.

Sec. 14. Anti-Competitive Agreements. —
a) The following agreements, between or among competitors, are per se prohibited:
1) Restricting competition as to price, or components thereof, or other terms of trade;
2) Fixing price at an auction or in any form of bidding including cover bidding, bid suppression, bid rotation
and market allocation and other analogous practices of bid manipulation;
b) The following agreements, between or among competitors which have the object or effect of substantially
preventing, restricting or lessening competition shall be prohibited:
1) Setting, limiting, or controlling production, markets, technical development, or investment;
2) Dividing or sharing the market, whether by volume of sales or purchases, territory, type of goods or
services, buyers or sellers or any other means;
¢) Agreements other than those specified in (a) and (b) of this section which have the object or effect of substantially
preventing, restricting or lessening competition shall also be prohibited: Provided, Those which contribute to
improving the production or distribution of goods and services or to promoting technical or economic progress, while
allowing consumers a fair share of the resulting benefits, may not necessarily be deemed a violation of this Act.
An entity that controls, is controlled by, or is under common control with another entity or entities, have common economic
interests, and are not otherwise able to decide or act independently of each other, shall not be considered competitors for
purposes of this section.

Sec. 15. Abuse of Dominant Position. — It shall be prohibited for one or more entities to abuse their dominant position by
engaging in conduct that would substantially prevent, restrict or lessen competition:

a) Selling goods or services below cost with the object of driving competition out of the relevant market: Provided, That

in the Commission’s evaluation of this fact, it shall consider whether the entity or entities have no such object and
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(d) Bunkering refers to

(e) Capacity refers to either to the volume in cubic meters or the maximum
flow, expressed in normal cubic meters per time unit or in energy unit per
time, whichever is applicable;®

(f) Contro/ refers to the power to direct or cause the direction of the
management policies of a corporation by contract, agency, or otherwise;”

(@) fEe : o iuridical W e of
tural-gas,_inits-original-or lisueficd form toopi _

9)

h)

the price established was in good faith to meet or compete with the lower price of a competitor in the same market
selling the same or comparable product or service of like quality;

b) Imposing barriers to entry or committing acts that prevent competitors from growing within the market in an anti-
competitive manner except those that develop in the market as a result of or arising from a superior product or
process, business acumen, or legal rights or laws;

¢) Making a transaction subject to acceptance by the other parties of other obligations which, by their nature or
according to commercial usage, have no connection with the transaction;

d) Setting prices or other terms or conditions that discriminate unreasonably between customers or sellers of the same
goods or services, where such customers or sellers are contemporaneously trading on similar terms and conditions,
where the effect may be to lessen competition substantially: Provided, That the following shall be considered
permissible price differentials:

1) Socialized pricing for the less fortunate sector of the economy;

2) Price differential which reasonably or approximately reflect differences in the cost of manufacture, sale, or
delivery resulting from differing methods, technical conditions, or quantities in which the goods or services
are sold or delivered to the buyers or sellers;

3) Price differential or terms of sale offered in response to the competitive price of payments, services or
changes in the facilities furnished hy a competitor; and

4) Price changes in response to changing market conditions, marketability of goods or services, or volume;

e) Imposing restrictions on the lease or contract for sale or trade of goods or services concerning where, to whom, or in
what forms goods or services may be sold or traded, such as fixing prices, giving preferential discounts or rebate
upon such price, or imposing conditions not to deal with competing entities, where the object or effect of the
restrictions is to prevent, restrict or lessen competition substantially: Provided, That nothing contained in this Act
shall prohibit or render unlawful: .

1) Permissible franchising, licensing, exclusive merchandising or exciusive distributorship agreements such as
those which give each party the right to unilaterally terminate the agreement; or

2) Agreements protecting intellectual property rights, confidential information, or trade secrets;

Making supply of particular goods or services dependent upon the purchase of other goods or services from the supplier

which have no direct connection with the main goods or services to be supplied;

Directly or indirectly imposing unfairly low purchase prices for the goods or services of, among others, marginalized

agricultural producers, fisherfolk, micro-, small-, medium-scale enterprises, and other marginalized service providers and

producers;

Directly or indirectly imposing unfair purchase or selling price on their competitors, customers, suppliers or consumers,

provided that prices that develop in the market as a result of or due to a superior product or process, business acumen or

legal rights or laws shall not be considered unfair prices; and

Limiting production, markets or technical development to the prejudice of consumers, provided that limitations that

develop in the market as a result of or due to a superior product or process, business acumen or legal rights or laws shall

not be a violation of this Act:

Provided, That nothing in this Act shall be construed or interpreted as a prohibition on having a dominant position in a

relevant market or on acquiring, maintaining and increasing market share through legitimate means that do not

substantially prevent, restrict or lessen competition:

Provided, further, That any conduct which contributes to improving production or distribution of goods or services within

the relevant market, or promoting technical and economic progress while allowing consumers a fair share of the resulting

benefit may not necessarily be considered an abuse of dominant position:

Provided, finally, That the foregoing shall not constrain the Commission or the relevant regulator from pursuing measures

that would promote fair competition or more competition as provided in this Act.

$ ERC (11 January 2021)

7 ERC (11 January 2021): Provide a clearer definition of when there should be control in relation to the definition of
“Affiliate.” Control may be defined based on existing jurisprudence (i.e. voting rights, shareholdings). How control will be
measured, whether on ownership or shareholdings (what happens if there is sale of ownership or shareholding?), actual
operation, voting rights, etc.
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(h) Dedlicated natural gas pjpeline refers to a pipeline exclusively utilized by a
midstream end user or its affiliate for the conveyance of natural gas from an
LNG terminal or a natural gas production well to the said midstream end-

user or its affiliate;®

(G) Importation refers to the act of bringing natural gas, in its original or

liquefied form, into the Philippines from foreign sources;

(k) Gas aggregation refers to the activity of pooling together various demands
for natural gas from midstream end users and supplying them with natural
gas from one or more sources;®

() Gas aggregator refers to any natural or juridical person who engaged in the

business of gas aggregation fwhich-avails-of-the-services-ef-liguefied-natural

(m) Liguefied natural gas (LNG) refers to natural gas which has been cooled to a
cryogenic temperature, converting it to a liquid state;

(n) LNG terminal refers to all facilities located onshore or offshore, that are used
to import, receive, unload, load, process, store, regasify, transmit, or
transport natural gas, in its original or liquefied form, from local or foreign
sources. It shall include berthing ports, unloading and loading arms, line
packs, fewn—use} pipelines and facilities,'® regasification facilities, and

8 TWG Agreement 26 January 2021
? First Gen (8 January 2021): To include the term “aggregation”, as it is used a number of times in the draft bill.

1 MARINA (30 January 2021): If ships under the bill are considered as a facility as defined under (o) Natural Gas Industry
Participant and (k) LNG terminal as regasification facilities.
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storage tanks, among othersf—but-exeludes—+rarine—vessels—tsed-to—deliver
naturat-gasn-its-original-or-iguefied-form—to-such-terminal]; 1!

(0) LNG Terminal Third Party Access Code refers to

(p) Midstream end user refers to any natural or juridical person who directly
connects to the LNG terminal or the natural gas transmission system,
requiring the supply of natural gas, in its original or liquefied form, for
resale or own use. It includes power generation plants, industrial and
commercial establishments, ecozones, marine vessels, storage, bunkering
facilities, motor vehicles, and virtual pipelines;2

(qQ) Midstream natural gas industry refers to the importation, transportation,
transmission, storage, and marketing of natural gas, in its original or
liquefied form, but shall exclude the retail of natural gas.!> It utilizes,
among others, LNG terminals, dedicated natural gas pipelines, natural gas
transmission systems, storage and bunkering facilities, virtual pipelines, and

motor vehicles and marine vessels transporting natural gas fmarire-vessels

1 CLDP (21 Dec 2020): This definition currently excludes “marine vessels used to deliver natural gas, in its original or
liquefied form, to such terminal
e at a technical level, this definition may be troublesome since some LNG regasification facilities rely upon “marine
vessels” that can both act as fixed LNG storage or be used to deliver natural gas.
» while drafting definitions both in the positive (i.e., what X is or includes) and the negative (i.e., what X is not or does
not include) can added much-needed clarity in any legislation, CLDP wonders whether the Natural Gas Transmission
System (as defined in the Draft Law at Section 4(s)) and potentially natural gas transport lorries or other on-shore
vehicles should also be expressly excluded from the definition of “"LNG Terminal” for added clarity.

12 TWG Agreement 26 January 2021

CLDP (21 Dec 2020): Refer only to power generation plants and industrial and other end users that are directly connected to
the transmission infrastructure (rather than retail end users at the end of the distribution network). If this is indeed the
Philippines’ intent, it might be helpful to revise this definition accordingly.

ERC (11 January 2021): For clarification

*  How does the resale of natural gas operationalized?

« Are the identified end users in the definition exclusive?

» Is an end user who converts natural gas to another form of energy for own use contemplated in this definition?
There might confusion as to the scope of this Bill if said end user will be included in the definition.

e It is observed that the bill might already be impliedly including the downstream sector considering the present
definition of an end-user. If the definition includes an end user of natural gas, then this is already downstream,
unlike when the end user is just the natural gas transmission system which activity in midstream. To clarify the
same, there is a need to revise the definition to reflect that intent of the bill as to allowable types of end-users in the
midstream sector.

ERC (25 January 2021): The ERC believes that the definition of an end-user should be modified to align with the objectives
of the bill which is the midstream natural gas industry. The definition should not contain end-users which will ultimately utilize
and exhaust the natural gas itself, unless it will be used to produce another product or serve fuel for the generation of
electricity. End-User - refers to any natural or juridical person requiring the supply of natural gas, in its original or liquefied
form, for resale or its own use AS FUEL FOR THE GENERATION OF ELECTRICITY.

13 ERC (11 January 2021): Provide an express exclusion of retailing of LNG to avoid confusion with the Downstream House
Bill.
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transmissien-systemst;

Midstream Natural Gas Industry Development Plan refers to the
comprehensive plan for ensuring safe, secure, and reliable supply of natural
gas, in its original or liquefied form, while establishing the efficient
operations of the country’s midstream natural gas infrastructure and
managing demand for natural gas through specific government programs
and policies. It shall include the various Natural Gas Transmission
Development Plans of natural gas transmission utilitiesf;} and the Natural
Gas Transmission System Operator when applicable, and studies on over-all
supply and demand, capacity, and other research necessary in achieving a
sound demand and supply projection for natural gas in the country;

Natural gas refers to gas obtained from boreholes and wells consisting
primarily of a mixture of methane, ethane, propane, and butane with small
amounts of heavier hydrocarbons and some impurities, notably nitrogen and
complex sulfur compounds and water, carbon dioxide, and hydrogen sulfide
as well as non-conventional gas including gas from bituminous shale;
Natural gas industry participant refers to the supplier or importer of natural
gas; gas aggregator; owner and operator of LNG terminal, dedicated natural
gas pipeline, natural gas transmission system, virtual pipelines, and motor

vehicles and marine vessels utilized to transport natural gas; the Natural

Gas Transmission System Operator, third parties; and midstream end users

4 MARINA (30 January 2021): If ships under the bill are considered as a facility as defined under (o) Natural Gas Industry
Participant and (k) LNG terminal as regasification facilities.
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Natural Gas Transmission Code refers to the compilation of rules,
procedures, requirements, regulations, and minimum technical performance
standards governing the safe and reliable operation, maintenance,
development, decommissioning, and abandonment of all dedicated natural
gas pipelines and natural gas transmission systems in the country. It also
defines and establishes the relationship of dedicated natural gas pipelines
and natural gas transmission systems with facilities and installations of other
natural gas industry participants and midstream end users, if applicable;
Natural Gas Transmission Development Plan refers to the plan of each
natural gas transmission utility, or the comprehensive plan of the Natural
Gas Transmission System Operator when applicable, for managing the
country’s transmission system through efficient planning for its location,
construction, improvement, expansion, operation, rehabilitation, repair, and
maintenance;

Natural gas transmission system refers to a network containing pipelines
and other related facilities, owned by a natural gas transmission utility,
which convey natural gas, in its original or liquefied form, from an LNG
terminal or fdemestie}-a natural gas production well*> fsupphy} to a natural
gas industry participant fera-end-user], if applicable—It-shaltbe-a—+reguilated
ind bi I - or-Cl PV-of this-Act;

Natural gas transmission fee refers to the ffee} amount paid by natural gas
industry participants ferthe-end-userif-applicable;] for the use of a natural
gas transmission system. It shall consist of amounts used to defray the
costs of siting, constructing, improving, expanding, expanding, maintaining,
rehabilitating, repairing, modifying, decommissioning, and abandoning the
system, and a reasonable return on rate base, as well as the cost of
operating the system while there is no Natural Gas Transmission System
Operator;

Natural Gas Transmission System Operator (NGTSO) refers to a natural or
juridical person responsible for operating, maintaining, and developing the

15 DOE (8 January 2021): The law should also cover the supply of indigenous natural gas to the transmission system,
distribution system or even directly to end users in anticipation of future domestic natural gas discoveries.
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interconnected natural gas transmission system, ensuring the continuous
and reliable delivery of gas to natural gas industry participants fard—end
userst, and securing the long-term ability of the system to meet demand for

the transmission of gas;

(bb) Natural gas transmission utility refers to a natural or juridical person who
has a franchise granted by law to construct and operate a natural gas
transmission system within a specified area;

(cc) Negotiated third party access (nTPA) refers to a contractual arrangement

between an own use LNG terminal permit holder feran-eown-use-ratural-gas
transmissien—system—permit-helder4® and a third party to allow the latter

use and access of a specific capacity covered by the own use permit for a
fee agreed upon Fregetiated} between the two entities;

(dd) NGTSO fee refers to the amount paid by natural gas industry participants to
the NGTSO for its services in operating and managing the interconnected
natural gas transmission system;

(ee) Own use LNG terminal permit holder refers to an LNG terminal whose owner

or operator has been issued an own use permit;

(9g) Own use permit refers to an authorization issued by DOE to fin-the-ease-ef}

the owner and operator of an LNG terminal—and—ERC—in—the—case—ofa
natural-gas—transmission—utility}17 to exclusively use or allow an affiliated
party to use a specific capacity of the LNG terminal fer—natural-gas
transmission-system] for a specified period of time;

(hh) Permit refers to an authorization issued by the DOE or ERC, whichever is

applicable, for the supply, fer} importation, aggregation, storage, or

bunkering of natural gas, or the siting, construction, improvement,

16 TWG Agreement 26 January 2021

17 TWG Agreement 26 January 2021
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operation, utilization, expansion, modification, rehabilitation, repair, fand}
maintenance, decommissioning, and abandonment of an LNG terminal,
natural gas transmission system, or dedicated natural gas pipeline, for a
specified period of time;!8

Permit holder refers to a natural or juridical person who is granted a permit
by the DOE or ERC, whichever is applicable,® to engage in the supply, for}
importation, aggregation, storage, or bunkering of natural gas, or the siting,
construction, improvement, operation, utilization, expansion, modification,
rehabilitation, repair, {anrd} maintenance, decommissioning, and
abandonment of an LNG terminal, natural gas transmission system, or
dedicated natural gas pipeline, for a specified period of time;

(i) Regulated third party access (rTPA) permit refers to an authorization issued

by the DOE to Hn-the-ecase—of} the owner and operator of an LNG terminalf;

and-ERC-in-the-case-ef-a—hatural-gas-transmissien—utility; 20 to offer to third
parties fthe—pubtie], the fair, reasonable, and?! non-discriminatory use and

access of a specific capacity of the LNG terminal fer-natural-gas-transmission
system-fer-a-fee] for a specified period of time;

(kk) Reserve price refers to the undisclosed rate determined by ERC using a

(I

methodology pursuant to Section 6 of this Act that serves as the price
ceiling for the natural gas transmission fee;2?

rTPA LNG terminal permit holder refers to an LNG terminal whose owner or
operator has an rTPA permit;

(mm) [FRPA-Ratural-gas-transmission-systom-permit-hofdertefers-toanatural

icsion-utitibr-which_has been issted-an_rTRA ]

(nn) Standards Developing Organizations refer to

(o0) Storage refers to

18 ERC (11 January 2021): Would the definition also cover Permits for aggregator of natural gas, users, owners, or
operators of authorized lorries and other specially equipped motor vehicles, ships, and marine vessels utilized to transport
natural gas?

19 ERC (11 January 2021, 25 January2021)

20 TWG Agreement 26 January 2021)

21 pCC (22 January 2021)

22 ERC (11 January 2021; 25 January 2021): Reserve Price refers to the undisclosed price for the natural gas transmission

fee of rTPA natural gas transmission system permit holders set by the ERC subject to the principles laid down in Section ,
of Chapter 1V.

10
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(pp) Supplier refers to any natural or juridical person authorized by the DOE to
engage in the business of supply of natural gas as defined in this Act; fanrd}

(aq) Supply refers to the trade of indigenous or imported natural gas, in its
original or liquefied form, and its subsequent sale to natural gas industry
participants;-fapplicable,and-end-users

(rr) Terminal fee refers to the rates, charges, and other similar considerations
imposed upon third parties fin—exchange] for the use of an LNG terminal
and other related services rendered by an rTPA LNG terminal permit holder;

(ss) Third party refers to a natural gas industry participant fer—end—user} who
avails of the services of an LNG terminal or natural gas transmission system
and is not an-affiliate-of-fits} the owner, fer} operator, affiliate; 2

(tt) Third party access refers to a contractual arrangement between the rTPA
LNG terminal permit holder or a natural gas transmission utility[er—+FPA
natural-gas—transmission—system-permit-helder;] and a third party to allow
the latter transparent and non-discriminatory utilization and access of the
capacity available to fthe-public} third parties of the [#FPA} LNG terminal or

the natural gas transmission system,fpermit-holder-or-the rFPAnatural-gas
transmission-Systerm-permit-helder?* whichever is applicable;

(uu) Transmission refers to the conveyance of natural gas either through a

dedicated natural gas pipeline or a natural gas transmission systemf{:§; and

(w) Transmission Third Party Access Code refers to

CHAPTER I1
POWERS AND RESPONSIBILITIES OF GOVERNMENT AGENCIES

23 ERC (11 January 2021)

24 TWG Agreement 26 January 2021

11
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SECTION 5. Powers and Responsibilities of the Department of Energy
(DOE). - In addition to its functions under Republic Act No. 7638, otherwise known
as the Department of Energy Act of 1992, the DOE shall be the lead implementing
agency for this Act. Towards this end, it shall:

(a) Supervise and monitor the development of the midstream natural gas
industry, and ensure the security and sufficiency of supply for local
demand;?

(b) Prepare a Midstream Natural Gas Industry Development Plan within one (1)
year from the effectivity of this Act, upon consultation with public and
private stakeholders, which shall be integrated-into—the—Philippine—Energy
Plan;,—and-shall-be reviewed and updated annually, and integrated into the
Philippine Energy Plan;

(c) Together with the relevant government agencies, fPipromulgate or identify
and adopt, within six (6) months?® from the effectivity of this Act’s
implementing rules and regulations, and determine compliance with fthel
health, safety, security, and environmental standards fefthe-follewing:} in
accordance with Hnternationallyaccepted-standards] Standards Developing
Organizations,?’ fefthe-natural-gas—industry-and} of the following ftegether
with-therelevant-gevernmentagenciest:

25 TWG Agreement 27 January 2021

DOE (8 January 2021): Promulgation and supervision of the implementation of development plans and programs of all
operators and suppliers to ensure industry development.

DOE (29 January 2021): To ensure the supply security, include the following:

»  That all power plant design using natural gas shall be capable of utilizing alternative fuel to augment the MIR during
natural gas supply disruption;

*  That all regasification terminal owner/operator shall submit to the DOE an annual supply plan that satisfies its own
use and third-party users expected demand and MIR for the year;

s« That all regasification terminal owner/operator shall submit to the DOE, for monitoring purposes, a monthly
compliance report to supply the actual demand and the MIR; and

» That any unjustifiable non-compliance shall be penalized by fine, suspension, or cancellation of the permit to
operate.

26 DOE (8 January 2021): DOE views the current provision under Section 5 (c) requiring issuance of standards for Facility
installation, system of operation, decommissioning and abandonment of all LNG terminals and natural gas transmission
systems within six (6) months from the effectivity of this Act to be too tight, unrealistic and unaligned to the usual practice
from other jurisdictions which follows the approach of adoption from standards issued by Standard Setting Bodies, experts and
even from actual operators. The DOE in this regard has to conduct through the Committee on Standards the proper study and
review of acceptable standards including capacity building so the committee will gain competence in understanding these
standards before any formal promulgation can be made.

27 CLDP (21 Dec 2020): Explicitly authorize agencies to identify and adopt international standards set by “Standards
Developing Organizations” (SDOs)
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(i)  Natural gas, in its original or liquefied form, fand}

(i)  [Focility—instollation,—system—of—operation;} Siting, construction,
operation,  expansion,  modification,  rehabilitation,  repair,
maintenance, decommissioning, and abandonment of all LNG
terminals [and-ratural-gastransmissien-systems],

(iii)  Storage and bunkering of natural gas,

(iv)  Virtual pipelines, and

(v) Motor vehicles and marine vessels transporting natural gas;

(d) Convene, within one (1) month from the effectivity of this Act, a technical
working group comprised of relevant government agencies to include the
Department of Environment and Natural Resources, Department of Health,
Department of Trade and Industry, Maritime Industry Authority, Department
of Labor and Employment, Department of Interior and Local Government,?°
and Department of Transportation to ensure consistent and streamlined
standards and regulations in the midstream natural gas industry;3°

(e) Evaluate and act on applications for the siting, construction, operation,
expansion, fmainteranee;} modification, rehabilitation, repair, maintenance,
tfexpansien;] decommissioning, and abandonment of all LNG terminals as

DTI-BPS (8 January 2021): DTI-BPS (8 January 2021): DTI-BPS agrees to the statement of Atty. Badissy on the
importance of the SDOs and this is applicable to the standardization activities of DTI-BPS. DTI-BPS has institutionalized the
recognition of SDOs with the goal to cohere all the standardization activities in the country and optimize the use of resources,
as well as to prevent the duplication of work in the development of Philippine National Standards, as per the DTI Department
Administrative Order (DAQ) No. 19-08, Series of 2019 or the National Recognition for Standards Development Organizations
(SDOs). With regard to the adoption of industry standards, it is in the BPS Directives for conducting standardization work to
involve the industry in standards development, as one of the sectors represented which also include the academe, professional,
research, testing, government, and consumer sectors. DOE-OIMB follows the BPS Directive for the standardization of
petroleum products through the DOE/ Technical Committee on Petroleum Products and Additives (TCPPA) and DOE/ Technical
Committee on Petroleum Processes and Facilities (TCPPF). DTI-BPS and DOE-OIMB are on the process of finalization and
implementation of the Memorandum of Agreement (MOA) on the development of Philippine National Standards related to
natural gas, as an imperative need for a closer coordination and collaboration between the two agencies related to the subject
of the MOA. This MOA is pursuant to DTI DAO No. 15-08. The outputs of this MOA are expected to:
*  Strengthen the capabilities and foster the growth of natural gas companies, dealer, distributors, industries and other
stakeholders of natural gas products and facilities;
+ Improve the productivity, quality, and competitiveness of these products and services for both domestic and foreign
markets; and
»  Facilitate the exchange of natural gas products and facilities through the elimination of technical barriers to trade.

28 TWG Agreement 3 February 2021

29 GPDP (5 January 2021 and TSN 12 January2021): Suggest to include agencies under the Philippine Inter-Agency —
Health, Safety, Security, Environment Inspection and Monitoring Team (i.e. DOLE — Bureau of Working Conditions; DILG —
Bureau of Fire Protection; DOTr ~ Philippine Coast Guard, among others)

CLDP (21 Dec 2020): Should the PCC be listed in Section 5(d) as well?

30 DOE (8 January 2021): Chair of the technical committee on standards for the promulgation of standards respectively on
product quality, facility, and safety practice.
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well as storage and bunkering facilities [and—ratural—gas—transmissien

systems];3!
(f) Issue permits for the supply, aggregation, importation, storage, bunkering,2

and transportationf—transmissien}®? of natural gas, in its original or liquefied
form in accordance with Sections 5(c) and 5(e) hereto: Provided, That in
the case of transportation, the permit shall be issued together with the
Maritime Industry Authority and Department of Transportation pursuant to

Sections 10 and fef—this—Act—and—theDepartment—ofTFranspertation—in
aceerdance-with-Seetien} 11 hereto, whichever is applicable;3*

(g) Issue own use and rTPA permits to owners and operators of LNG terminals;
(h) Issue a written approval on the sale,? assignment, or transfer of interests,
rights, or participation®® on any permit issued, after a finding that the
purchaser,?” assignee, or transferee has met all the legal, technical, and
financial qualifications and has committed itself to assume all existing
obligations of the permit holder, and such sale,*® assignment, or transfer is
in accordance with existing laws, rules, and regulationsf—Previded—TFhat

" i the oo o leaisiative_franchise—shatl_ret]
bkt : fer-of-interest];

31 TWG Agreement 3 February 2021
32 DOE (8 January 2021): Bunkering system likewise shall not be considered public utility and not subject to TPA Service.
33 ERC (11 January 2021)

34 DOE (8 January 2021):
» Review and issue DOE permits on all applications for construction, operation, maintenance, decommissioning, and
abandonment of both midstream facilities;
e Based on the issued DOE permit, enforce the responsibilities of all operators to observe standards and proper
management of facilities.

35 PHILRECA (5 January 2021)
36 PHILRECA (5 January 2021)
37 PHILRECA (5 January 2021)
38 PHILRECA (5 January 2021)

3% DOE (8 January 2021): "The DOE shall evaluate the submission and issue the approval for the transfer of interest of an
existing Operator, after a finding that the transferee- Operator has met all the legal, technical and financial qualifications to
serve as the new Operator, and has committed itself to assume all existing obligations of the transferor Operator, and the
transfer is in accordance with existing laws, rules, and regulations: Provided, that any existing Congressional Franchise of the
transferor-Operator shall be cancelled and a new Congressional Franchise shall be required from the transferee-Operator:
Provided further, that if the transfer pertains only to the share of a member of an unincorporated Permit Holder

who is not the designated Operator, no DOE approval or new Congressional Franchise shall be required. The
DOE shall issue the specific guideline to implement this responsibility.”

First Gen (8 January 2021): Clarification: What is the rationale for this prohibition?
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(i) Ensure compliance with the publication and unbundling of the terminal fee
Hrmpesed—by—an—rFPA—ENG—terminalpermit—hoelder] in accordance with
Section 25 of this Act;

() Review and approve the Natural Gas Transmission Development Plans%® of

tewners—and-eperaters-of] natural gas transmission utilities fsystems], and
the NGTSO when applicable, and integrate the same into the Midstream Gas

Industry Development Plan [Philippine-Energy-Plan}; 4

(k) Determine the necessity of and then direct the interconnection of natural
gas transmission systems based on the Philippine Energy Plan, Midstream
Natural Gas Development Plan, and the Natural Gas Transmission
Development Plans, taking into consideration the maturity of the industry
and the cost efficiency of interconnection,*? and upon consultation with
stakeholders; 43

(I) Determine the qualifications of and procedure for the festablishment—or}
competitive selection of a single independent NGTSO taking into
consideration Section 24 of this Act, and undertake its selection upon the
interconnection of the natural gas transmission systems;#
transmission-systems;]

40 GPDP (5 January 2021): The draft Bill requires all NGT Utilities to submit its Natural Gas Transmission Development Plan
[Plan] to DOE for review and approval. [Sections 5(j) and 14(a)]. Meanwhile, the draft Bill states that the ERC shall
promuigate the National Gas Transmission Code [Code], and shall ensure that NGT Utilities comply with the Code. [Section 6
(a) and (d)]. Since the ERC regulates NGT Utilities, it will be more administratively convenient if the Plan is submitted by the
NGT Utilities to the ERC, instead of the DOE, for review and approval.

Engr. De Leon — GPDP (TSN, 2™ hearing, 12 January 2021): “for administrative convenience and probably efficiency
regarding the submission of the National Gas Transmission plan as well as the selection of the NGTSO that this be submitted to
the ERC instead”

41 ERC (11 January 2021)
42 TWG Agreement 3 February 2021

43 DOE (8 January 2021): DOE views that this power should be performed in coordination between DOE and ERC hence
both agencies will be directly involved on any changes to the industry structure. Hence, stated below is the proposed revision:
“The DOE together with ERC are given the powers to jointly order, subject to consultation, technical compatibility and
commercial coordination of parties involved, the synchronization and interconnection of several or all upstream, Midstream and
Downstream Natural Gas Industry Infrastructures and their corresponding Ancillary Facilities including any Dedicated Pipeline
Network for the safe, secure, reliable, environmentally responsible, personnel and user protective operation of the entire
system."”

44 TWG Agreement 3 February 2021
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