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Under the Department of Finance (DOF) and Cooperative Development Authority (CDA) Joint Circular No. 1-90,
and in consonance with Article 62 of RA No. 6938 which establishes the procedural guidelines for the availment
of the privileges for tax and other exemptions, it states that “Cooperatives transacting with both members and
non-members shall not be subject to tax on their transactions to members. Notwithstanding the provisions of any
law or regulation to the contrary, such cooperatives dealing with non-members shall enjoy the following tax
exemptions:

“Paragraph (1) cooperatives with accumulated reserves and undivided net savings of not more than ten million
pesos (P10,000,000.00) shall be exempted from all national, city, provincial, municipal, or barangay taxes of
whatever name and nature. Such cooperatives shall be exempt from customs duties, advance sales or
compensating taxes on their importation of machineries, equipment and spare parts used by them and which are
not available locally as certified by the Department of Trade and Industry. All tax free importations shall not be
transferred to any person until after five (5) years, otherwise, the cooperative and the transferee or assignee shall
be solidarily liable to pay twice the amount of the tax and/or duties thereon.”

Additionally, under Article 61 of RA 6938, to wit:

Tax Treatment of Cooperatives — “Duly registered cooperatives under this Code which do not transact any
business with non-members or the general public shall not be subject to any government taxes or fees imposed
under the Internal Revenue Laws and other tax laws. Cooperatives not falling under this Article shall be governed
by the succeeding section.”

Pursuant to the aforequoted Articles, the Cooperative Development Authority (CDA) and the National
Electrification Administration (NEA) agreed to adopt the following procedural guidelines for the importation of
machinery, equipment, and spare parts by electric cooperatives.

Electric Cooperative intending to import machineries, equipment and spare parts thru letters of credit, self-funded
(no-dollar), donations or any other mode with tax and duty exemptions should adhere to the following procedural
guidelines:

a. The cooperative shall inform NEA through the EC’s Regional Manager of its importation for
validation/evaluation as to the necessity of said importation in the implementation of the EC’s electrification
project. In this connection, the EC shall submit copies of the necessary import documents such as bill of lading,
airway bill, parcel post notice or other shipping documents, commercial invoice and packing list, and other
relevant documents covering the shipment.

b. The NEA shall transmit/endorse the EC’s request to CDA informing them on the outcome of the evaluation
taken by NEA’s Technical Sector Group and further advising them on action to be taken.
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c. CDA based on the findings, recommendations made by NEA will subsequently endorse the application to the
Board of Investments (BOI) or Bureau of Import Services (BIS) for the issuance of Certificate of Non-Local
Availability, or that the same is not restricted or prohibited.

d. After the BOI or BIS has completed its evaluation of the application, it will issue Certificate of Non-Local
Availability, or certify that the machinery, equipment and spare parts are not restricted or prohibited. The
importation documents shall be forwarded by the said Office to the Revenue Operations Group of the Department
of Finance for their own evaluation and final approval.

e. For monitoring purposes, the CDA and NEA shall conduct a joint post inspection to ensure that the machinery,
equipment and spare parts are exclusively used by the electric cooperatives.

f. A violation of the privilege accorded by RA 6938 shall be a ground for the cancellation or suspension of the
privileges to import machinery, equipment and spare parts. The penalty of suspension or cancellation of the
privilege shall be without prejudice to whatever administrative, civil or criminal liability that may be imposed by
the appropriate government agency, or appropriate courts arising from said breach.

This issuance shall take effect immediately.

Adopted: 24 October 1995.

(SGD.) EDNA E. ABERILLA
Chairperson, Cooperative Development Authority

(SGD.) TEODORICO P. SANCHEZ
Administrator, National Electrification Administration
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