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Position Paper
FOREIGN CHAMBERS OF COMMERCE IN THE PHILIPPINES

on the DENR Guideline for the Institution of A System of 

Mandatory Environmental Insurance Coverage, 

as outlined by the DENR-DAO 2005-06
Environmental conservation is a common issue of our humanity as we seek to achieve "Rich Society" through industrialization and needs to be addressed in shared responsibilities of individuals, businesses and governments.

While pursuit of an idealistic environment can be shared by all, process toward this goal has to be carefully balanced with the needs and conditions of nations/societies as they vary in stages of economic and social development, particularly between industrially -advanced and developing nations.

In the Philippines, the Department of Environment and Natural Resources issued an Administrative Order No, 2005-06, known as the "Guideline for the Institution of a System of Mandatory Environmental Insurance Coverage, in April 2005.. 

The AO 2005-06 mandates that under this new policy, securing an Environmental Insurance Coverage is a legal requisite for all on-going activities/projects and applicants for Environmental Compliance Certificate (ECC) and/or Certificate of Non-Coverage (CNC).

In recognition of potential impact of the new policy on foreign investment in the country,  Foreign Chambers of Commerce hereby suggest that the DENR carefully address the following concerns and issues before it implements its new policy.

1. Absence of Coordination/Consultation Among Key Stakeholders:

Impact of the new mandatory insurance coverage policy goes beyond existing businesses that have obtained ECC and/or CNC into future foreign direct investment in the country. 

The DENR formulated the new policy without consultation with the Department of Trade Industry/the Board of Investment (BoI) and the Philippine Economic Zone Authority (PEZA) in the government sector and Foreign Chambers of Commerce in the Philippines, the Employers Conference of the Philippines (ECOP) and the Philippine Chamber of Commerce and Industry (PCCI) in the private sector. These are the stakeholders the government needs to work with as the country pursues industrialization as the fundamental basis of becoming a "rich nation." 
Unilateral formulation and declaration of a new policy in the form of a DENR Administrative Order disregards the essential coherence between economic development and environment.

2. Absence of Public Consultation:

The Administrative Order 2005-06 was signed on April 08, 2005, and was published in the Manila Times and the Manila Standard on April 18, 2005. 

It eventually took effect after fifteen (15) days of such publication, but no official effort took place to disseminate the new policy to businesses and insurance industry until early October 2005 when Pollution Control Association of the Philippines became aware of it and undertook an information campaign, including holding seminars. 

Foreign Chambers of Commerce (FCC) were hardly informed of the new policy as well until the Japanese Chamber of Commerce and Industry of the Philippines, Inc. (JCCIPI) raised the issue during FCC's regular monthly meeting in November. The Semiconductor and Electronics Industry of the Philippines (SEIPI), whose members contribute to 60 to 70% of the country's exports, has been similarly uninformed.

Unilateral formulation and declaration of the new policy disregards magnitude of impact the new policy has on economic sectors and investment.

3. Legal Issues - Transparency, Redundancy and Contradiction:

(a) Environment-conscious nations, such as Japan, US and EU, have passed laws on environmental insurance. These laws specify liabilities, coverage and methods of rehabilitation and clean-up in case of accident of environmental pollution and/or impairment. Cases of accidents also are listed in specific items in these laws.

The concept of enacting a legislation on environmental insurance is the same with compulsory drivers' insurance. The law dictates rules on national issues. The mandatory environmental insurance would be in a better and transparent framework it is legislated as a law, rather than instituted by an Administrative Order, as environment is a national issue.

(b) The existing mechanisms to insure environmental conservation, as being implemented under RA 6969 and PD1586, are working well. Concerns and issues of environmental management are being well dealt with under Multipartite Monitoring Team(MMT) as a monitoring mechanism and Enviroment  Guaranty  Fund（EGF）as a protective mechanism. 

There has been no sufficient explanation on the rationale and imperative need to replace MMT and EGF with the Mandatory Environmental Insurance Coverage (MEIC). The MEIC is a redundancy which complicates existing legal framework.

(c) A CNC is the certification of the DENR-Environment Management Group (EMG) manifesting that a projects has a negligible impact on environment. It is contradictory to require that a project with a CNC is also required to secure mandatory insurance coverage. 

4. Questionable Feature of the MEIC:

Insurance, basically, is a system to avoid insufficient safety net or lack of it  against risk and normally specifies levels of risk in detailed categorization.

According to a chart provided in November 2005, by Stronghold Insurance Company, Inc., the only company in the list of 41 accredited insurance 

companies that positively attests the environmental insurance being within the bounds of its policies, premiums are basically determined by capitalization of the insured (investors). In the chart, levels of potential risk are grouped into Category [A] and [B], but the grouping, with only very minor differences, can hardly be an appropriate risk - premium coordinate of an insurance system.

In addition, some of the 41 accredited insurance companies are not at all knowledgeable about the MEIC. They are not prepared to facilitate, as required by the AO 2005-06, the submission of Environmental Pollution, Impairment and Clean-Up Liability Insurance (EPICLI) policy contracts of all existing projects/activities as proof of compliance within six (6) months of the effectivity of this AO.

At present, it is difficult to recognize existence of any entity capable of undertaking risk assessment of all projects or companies as part of an indispensable procedure for any insurance company to conclude any policy contract. 

These questionable factors virtually make the MEIC a "new system of tax" or a "environment registration fee" in the name of an insurance coverage. This is nothing but an added cost of doing business in the country. This questionable feature of the MEIC is obviously contained in the guideline stipulated in AO 2005-06 that sets the ground to revoke or cancel the ECC and/or CNC issued in case of non-compliance with the required submission of insurance policy contract. Revoking or canceling the ECC and/or CNC virtually means that projects/activities are to be forced to close.

5. Suggestions:

(1) Out of the 41 accredited insurance companies, only one company, Stronghold Insurance Company, Inc. attests having company policies covering environmental insurance, making itself the only underwriter of the insurance and the rest of 40 simply agents of application. This virtual monopoly leads to lack of transparency in assessment and payment of claim.

(2) In view of incentive on foreign investment, companies which have acquired ISO 14000 status and other international standard certificates should be removed from compulsory coverage of environmental insurance or at least be given preferential treatment such as reduced obligation.

6. Conclusion:

  These concerns and issues, which remain to be addressed, indicate that the 

  DENR has a lot more work to do, including public consultations for companies,across the country. The Department should also consider listening to opinions and suggestions of the Pollution Control Association of the Philippines (PCAP) which is on the forefront of the environment conservation. We suggest that the DENR review its decision to implement the new policy as it is now before it incorporates opinions and suggestions of major stakeholders.
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