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EXPLANATORY NOTE

This bill seeks to strengihen and reform the financial and SCONOMIC gOVOIMAaney. capaciy
development and financial performance monitoning  of government-owned  or controlled
corporations.

Un der the second sentence of Section 16, Ant. X1 {Naiional Economy and Pammmaony uff
the 1987 Canstitstion), “Government-owned or controlled corporations may be created or
cstablished by special charters in the nterest of the common good and subject 1 the st of
ceenomic vizbility.” As commented by the ermnent Constitutionalist I'r. Joaquin G. $emas, 5.1
0 his book. The 1987 Constitution ol the Repubiic of the Philippines: A Comunentany (2009
editicn. p. 12273, the “second sentence was added by the 1986 Constitutional JommHsson.”
[he signif*cant addition, however, is the phease “in the interesl of the commun good and subject
to the test of ceonomic viability.” The addition includes the ideas that they mus1 how capacity
10 tunclion efficiently in business and that they should nat go info activitics which the poivate
sector can do better.  Moreover, economic viability is more thar financial v'abilis Rl also
includes capabiiity 10 make profit and generate benefits Tt quantitiable in finaacial wrms. {1
RI:CORD 623-630: TV RECORD 230-233 [Constiwutional Commission]}

The Administrative Code of 1987 (Executive Order No. 292) refers a governmenl-owned
or controlied corporation (GOCC) 710 any” agency organized as a stock or non-stock Cutporalion.
vested wit functions relating to public needs whether governmental ot Propriciary m nature. and
awned bv the Government directly or through its instrumentalities either wholly. or. where
applicable us in the case of stock corporations. to the extent ot at least fifty-one (51 percent of
its capital stock: Provided, That yovernment-owned or controlled corporatiors may be jurther
categorized by ihe Department of the Budgei. the Civil Service Commission ana the Commission
on Audit for purposes of the éxercise and Cischarye of their respective powers. funclions and
responsibilities with respect to such corporalions.”

e Asian Development Bank (ADB) - of which the Philippines is one of 'ts members 10
its Technical Assistunce Report (Project Number: 39606, Junc 2006) entitled: Republic of the
Philippincs: Government-Owned and Controlled Corporations Reform, siated. wmong others, that
the Government ol the Philippines (Government) requested technical assistancz { TA} from the
ADB 10 improve the Government’s monitoring and management ol GOCCs. This is a prionty
undertaking that wouid help achieve fiscal consolidation, and the TA was conscyuently added (0
the AL nonlending program of the country strategy and program for 2005-2007  The lact-
Finding Mission was ficlded on 15-19 November 2005 and agreement was reached with the

Govermtent on T'A’s purpose, scope, irnplementation mechanisms and finaneing Arrangcemenis.



In the same A Report, the following issues were established to which this rCpoisentalian
fully agrees:

a} Philippine GOCCs were created in one of three (3} ways: by speciai laws, by the
corporation code (Batas Pambansa Big. 68. as amended) or by judicial decisions. In gencral. the
mandate of individual GOCCs involves either socially-oriented responsibilities or ‘the provision
of basic services. such as transport, water, power. housing and a stabilized food supply. lhey are
also engaged in developmental and pioneering activities, including financing. The Deparnimeni
of Finance {DOF) estimates there are seven hundred thirty six {736) GOCCs. The definition ol a
GOCC remains very complicated, as defined by legislauve fiat, presidential decrees and
adminisirative orders. (Such as Republic of the Philippines, 1988, Rationalizing the Governmeni
Corporate Seclor. Administrative Order. Manila {AO 59, Senes of 1988] ; and Presidemial
Decree No. 2029, Series of 1986 on Acquired Assets. among others.)

The 736 GOCCs include (i) those created by judicial decision ( e.p.., local water distneis):
(i) assets sequestered during the Marcos administration; (i1i) assels acquired by povernmoent
corporations; and {iv) those ¢reated via legislative charters.

by The DOF was charged with momlering the financial performance of all GOLCs.
iUnder Fxecutive Order 127-A3 {1987} and Administrative Order No. 163 [2001] 3 Cffecuscly,
however. only fourteen (14) corparations arc closely monitored, due 1o their heavy depeadence
on the national Govemnmeni for financial support. either (i) directly through equity. substdy or
advances for debt servicing or (ii} indircetly through national Government guarantee ot their
obtigations. These 14 GOCCs also account for a substantial poriion of Lhe consolidaled public
sector deticit. The 14 monitored GOCCs are Home Guatanty Corporation, Light Rail Transit
Authority. Local Water Utilities Administration, Manila Waterworks and Sewerage Sysiem.
National Development Corporation, National Fleerrification Administration. National I'ood
Authority, National Housing Authority, National Irrigation  Authority. Natonal Power
Corparation [by viriue of the Electric Power Industry Reform Act, the Power Secter Assels and
1.iabilities Management Corporation and the National Transmission Corporation are added 0 the
list). Philippine Fcozone Autherity. Philippine National Onl Corporation. Philippine National
Raiiway and Philippine Ports Authonty.

in gencral, the DOF s monitoring involves tracking of the [inancial performance of the
14 major corporations and their debt obligations. In addition. the DOF. through its Comporate
Alairs Group. reviews the financial viability of the GOCCs as well as their project. loan and
guarantee proposals. The DOF is expanding its monitoring bevond the 14 major GOCCs 1w
include other corporations that may pose problems for the nauonal Government.
The requests from the additional GOCCs for direct and indirect national Governmen: support
form the basis for their financial performance monitoring. Inasmuch as the |4 major
corporations comprise the substantial portion of the assets and Hubilities of the government
corporate sectors, the consolidated financial performance of these major corporations provides an
indication of the aggregate financial performance of the government COrporaie SeCior.
Notwithsianding, therc remains a need for regular monitoring ol government corporalions
ouside of the 14 major GOCCs.

¢l Most GOCCs are incurring signisicant financial losses. Budgetary support w the toial
Govemment corporate sector {including government financial institutions. soonal  secunty
institutions and GOCCs providing goods and services io the public) amounted to PRO4 hillion
during 2600-2004. In addition, indirect support. in the form ol guarantees on GOCC obligations.
is atso in the billions of pesos. In the past years five (5} yeurs, there has been a noticeable
increase in the aggregate deficit of the 14 monitored GOCCs, bringing their financral viability
inlo yuestion. While the 14 monitored GOCCs' cuwment and capilal expenditures fluctvated
around 6% of GDP, revenues have fallen from 5% 1o 4.1% of GDP over 2002004 increasing:
the delicit of the menitored GOCCs from 0.6% to 1.8% of GDP over the same period. la 2004,



the menitored GOCCs' consolidated deficit was P854 hillion, a more thin fourfold increase from
the 2000 level of P19.2 biliion. The 2004 defieit s alseady about the same size as the polential
new revenues collected through the expanded value-added tax law. There are vanous reasons tor
the ballooning GOCC deficits, ‘ncluding {i) fallure o adjust tanil mtes, (i) laree capiial
requircmients and {111} operational and manapement inefhiciencies. The system used by the DOF
to report on and supervise the GOHCCs pneeds 1o be reviewed to determine why the deficits
batlooned significantly in the past few years, and why the oversight mechanisms have failed to
reverse this trend.  In the past 5 vears. the National Power Corporation has conunbuted
significantly lo the overall deficit of GOCCs. Reforms under the Power Sector Development
Program supported by the A are ongoing to address this issue. Reforms specilic w the
National Power Corporation are not covered by this TA.

There is also a need 10 (i) examine she sources of the ballooning GOCC delicns. given
the diverse nature of the operations and services they provide; and (i1) find long-term solutions Lo
unpros e their viability as povernment corporations. and possibly suggest privatization progriums
in some cases.

d} The signilicant fimancial losses of the GOCCs contnbute 10 the public sector debt.
The contmbution of the monitored GOCCs™ debt stock to 1olal public sector debt has becn high
and mcreasing over the past 5 years, from 30.9% of the total public sector debt in 204K} 10 32.7%
in 2003, with a slight decline to 29.3% 1n 2004. The increasing need for deficii financing will
conginue to put pressure on the GOCC debt stock 1o nse, which would mn tum add 1o the slecads
high levels of total public seclor debi. The national Government’s combined oustanding debt
and estimated off-balance-sheet outstanding liabilites increased by P24 milion trom 1997
2003, According to a recent study, nearly half of the increase is attributable to GOCC acuvitics.
both on-and off-balance sheet. (ADB 2005, Puiting GOCCs on Sound Footing: The
framvtormeation Agemda. ADB Discussant Document. McKainsey & Company, 2 August 2005.)
This situation makes fiscal consohidation much more challenging for the Government.  ABHY s
Philippine counmtry strategy and propram for 2005-2007 acknowledges these challenges. and
make supporl [or Gscal consolidation a prierity. In this context. the Governmenl has reguesied
ADB assistance 10 support GOCC retorm.

¢) The TA supports a core element of the Government’s reform agenda. [t complements
another ADB TA on debt and risk management as well as activitics of other development
partners. including the World Bank, the Ausiralian Agency for [nternationat Develooment and
the Limited States Agency for International Development. (ADB, 2005, Technical Assistunce o
the Republic of the Philippines for Debt and Risk Management. Manila [TA 4717-PHIL lor
USE720.000.04, approved en 7 December 2005])

The World Bank is providing complementary support to the DOF  tor contingent fiability
management. The United States Agency for Intemational Development is helping the DOF
Privatization {}fice prepare a comprebensive inventory of GOCC and Government assets and
develop gpuidelines tor 1dentilying and prionitiang assets and GOCCs tor privalization. The
Australian Apency for International Development. throngh the Parincrship for Economic
Govemance Reforms facility, is supporting the DO¥ s program of governance for the GOCCs,
ADB has worked closely with development partners in the preparation of the TA. and will
continie 1o do so during the implementaton process Lo ensure an efficient and efleclive use of
resoureces.  The DOF witl manage the ongoing interventions and ensure thal development
pariners will coordinate their GOCC strengthening and reform efforts.

Last Sceptember 8, 2010, President Bemgno S, Aquino HI 1ssued  Execunve Order No. 7
“dirccting the mationalization of the compensation and position classification sysiem in the
govermnmenl-owned-and-controlled corporations {(HO{CCs) and government financial institutions
{GF1s) and for other purposes.” Section 9 0f sad Executive Order No.7 imposes the moratorium
un INcreases an the mies of salaries and the grant of new increases in the rates of allowances.



incentives and other benefits, except salary adjustments pursuant to Executive Order No. 8011
duted Jupe 17. 2009 and Executive Order No. 900 dated June 23, 2010. until specifically
authorized by the President. Section 10 of the same Executive Order suspends the grant of
allowances. bonuses, incentives and other perks to members of (he board of dircctors/trusices of
GOCCs and GFls, except reasomable per diems. antil December 31, 2010, pending the issuance
ol new policics and guidelines on the compensation of these board of dircetors, On December
30. 2010, President Aquino issued Executive Order No. 19 extending the extension ot suspension
of the grant of allowances, bonuses, incentives and other perks to members ot the board ol
directors/tiustees of GOCCs and GFls, except reasonable per diems, until January 31. 2011,
pending the issuance of new policies and guidelines on the compensation ol sad
Jirectorsiirusiees.

The above issucs raised by the ADB are confirmed by the Senate. In his opening
statemenL. Scnator Franklin M. Drilon at the Senate Committee [earing of Senate Bill No. 2366
{proposed ~GOCC Governance Act of 20107 stated that:

“ In the course of this Committee’s nguiry pursuant 1o
PSR No. 66 on the compensation in Government-Owned and -
Controlled Corporations (GOCCs), we confimned that menibers of
the Board of Directors of certain GOCCs have allocated for their
benefit bonuses that went as high as the equivalent of twenty-six
(26) months, notwithstanding the poor financial condivion of these
enterpriscs.”

It was also shown during the hearings that COA-
independent GOCC's such as the Manila Economic and Culwral
Office (MEC() established excvessively gencrous retirement
schemes that granied P60U. 000 for cvery year in service (0
Directors who have served at least two {2) years.  Additionally.
Trusiees of Pension Fund agencies have, throughout the years.
impudently reccived from investee corporations hundreds of
millions worth of stock option plans and profit share denominated
as Dhireciors Fees, in clear violation of their Oduciary duty as
trustees of the pension fund.

This Committee was atso informed by the Department of
Budpet and Management {DBM)} thar mosi of the corporale
operating budgets (COB’s) of GOCC™s which incidentally account
for one-third (1/3) of the national expenditurcs for salaries and
maintenance and other operating expenses, have not been dutitully
submitted to the DBM for review. [n addition, we lamented the
discovery that GOCC subsidiaries, which further drain public
funds. have been rashly created and local hanks audaciously
purchased despile the absence of requisite approvals from
mMonitoring goVernmen! agencies.

Finally, there are other issues thai are tangent (o the subject
at hand: (1) the often ridiculed politicized appointment of less than
qualified individuals to policy-making posis in GOCCs; (2} the
clamor for the abolition of non-performing and obsolele public
enterprises; (3} poor corporale govemance cnvironment and ¢4)
weak oversight system. Ob the basis of the dats gathered in the
course of our hearings conducted by this Committee in aid of
legislation, pursuant 10 PSR Ne. 66, we have filed Senate Bill No,
25366 (or the proposed GOCC Govemance Act), which seeks to



address these concermns by introducing reforms m this sector of
oOVETRIANCE.”

Among the purposes of the bill is the improvement of corporate governance in GOCCs
by {a) setting a just and cquitable compensation system a1 reasonable levels that ukes inlo
account the resulis of operations of GOCCs and offers enough Incentives 10 allract the best
talents to manage these enterprises; (b) inooducing a ranspareni process for the sclecuon of
board members that ensures qualifications and expertise: (¢} creating a more elfeciive oy ersight
mechanism  through the GOCC Council for Governance (GCGY; and (d) mmmoducing a
perlvrmance evaluation sysiemn to help assess and cvaluate the effectiveness and cfficiency of
GOCCs. enubling the GCG to make recommendations, when necessary, for their reorganization.
stremmlining, merger, abolition or privatization. These recommendations will be submitied o the
Presigent. who shall be vested with the delepated authority based on a set ot rasamable
stanidards, 10 undertake the rearganization of the GOUCs.

The weltare of the employees in GOCCs will be protected and cven advanced as the bill
ensures that no diminution of their salagies will be allowed. Through this measyre. it is our hope
that the GOCCs will become a significant 100] for economic development mstead ef a hurden
upon the goverament s resources.

This bill adopts some provisions of SB No. 2566 of Scn. Franklin Drlon and 1s a
counterpart of said S No. 2566, The instant bill wall effectively address the above issues ruised
by the ADB on the GOCC’s problematic govemance, effectivencss and efficiency due to
weaknesses in the institutional and regulatory [ameworks, low capacity and 1nadequale
coordination of GOCCs working on the same sector and resulting in most GOCCs ncurring
financial Josses. which had to be covered by the budget directly (e.g. subsidies) or indirectly ¢e.p.
credit guarantees).  This bill will also address the rationalization and position classification
system in the GOCCs and GFIs where there must be wransparency, accouniability and prudence
in povernmend spending as they are the core governance policies of the present administration
inchsding the need to srengthen the supervision over the compensation levels of GOCCs and
Grls. in order W control the grant of excessive salaries, allowances, incenitves and other
benetits.

Hopelully, SB 2566 and the mstant bl which are same-subject bills will be passed by
hath chambers of Congress.

In vicw of the forepoing, the immediate passage of this bill is earnestly requested.

%

RENE(L. [{ELAMPAGGS
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AN ACE
TO STRENGTHEN AND REFORM THE FINANCIAL AND ECONOMIC
GOVERNANCE, CAPACITY DEVELOPMENT AND FINANCIAL PERFORMANCE
MONITORING OF GOYERNMENT-OWNED OR CONTROLLED CORPORATIONS
AND FOR OTHER PURPOSES

Be it enacted by the Senate and House of Represeniatives of the Philippines in Congress
assembied:

SECTION 1. Title. - This Act shall be known as the “Government - Ownad  or
Controlied Corporation (GOCC} Governance Reform Act.”

CHAPTER1
General Provisions
SEC. 2. FINDINGS. - The Congress finds the following:

(1) Somectime in lhe first quarter of 2000, the Philippine government requested technical
assistance (TA) from the Asian Development Bank (ADB} - of which Lhe Philippines is onc of
its members - 10 improve its monitoring and managerment of GOCCs. This is a prionty
undertaking that would help achieve fiscat consolidation, and the 1A was consequentdy added to
the ADB nonlending program of the country strategy and program for 2005-2007. The primary
objective of the TA is to support the government’s fiscal consolidation through reforms 1o the
munitoring and linancial performance of the GOCCs. The technical assistance covered the (i)
identification of areas for improvement in the operations of GOCCs w enhance their financial
performance and reduce their dependence on the national government; {ii) development of
evaluation eriteria. largets and guidelines for GOCCs; and (i) strenglhening of tinancial
performance teview and monitoring of the GOCCs as well as the improvement of the
Pepartment of Finunce's (DOF) data banking system for the GOCCs.

(2% In the ADB TA's report (Project Number: 39606, June 2006) entitled: Republic of the
Philippines: Government - Qwned and - Controlled Corporations Reform, the following issues
wore raised:

ay Philippine GOCCs were created in one of three (3) ways: by special laws. by the
cotporation code or by judicial decisions. In general, the mandate of individual GOCCs
involves either socially-oriented responsibilities or the provision of basic services. such



as transpart, water, power. housing and siabilized food supply. They are also engaged in
developmenlal and pioneening activities, including financing.

k) The DOF estimates that there are seven hundred thirty six (736) GOKXCs. The
definiion of & GOCC remains very complicated, as defined by lepislaine fiat.
presidential decrecs and admiiistrative orders.

¢) The 736 GOCCs include (i) those created by judicial decision (e.p. local water
districts). €ii) asseis sequestered during the Marcos adminisirabon. (i) assets acquired
by government corporations; and {iv) those created via legislative charters.

d) The DOOF was charged with monaitering the financial performance of all GOCCs under
Executive Order 1270A3 {1987] and Administrative Order No. 163 |2001]. Effectively.
however, only fourteen (14) corporations are closcly menitored due 1o their heavy
dependence on the national government tor financial support, either (i) directly through
equirv. subsidy or advances for debt semvacing or (1) indirectly through nauonal
povernment guarantes for their obligations. These 14 GOCCs account tor a substantial
portion of the consolidated public secior deficit.  The 14 monitored GOCCs are Home
Guaranty Corporation, Light Rail Transit Authority, f.ocal Water District Administration.
Munila Walerworks and Sewerage System, National Development Corporation, Nauonal
Electrification Administration, National Food Authority, National Housing Authority.
National lrrigation Authority. National Power Corporation (by virlue of the Flectnic
Power Indusiry Relorm Act, the Power Scetor Assets and Lisbilities Management
Corporation and the National Transmission Corporation are added 1o the list). Philippine
Fcorone Authonity, Philippine Navona! Oi Corporation, Philippine National Railway
andd Philippine Ports Authonity.

¢) In general, the D06 s monitoring involves tracking of the financial performance of
the 14 major corporations and their debt obligations. i addition, the DOF. through ns
Corporate Allairs Group, reviews the financial viability of the GOCCs as well as their
project, loan and guarantee proposals. The DOF is expanding its momitonng heyond the
14 major GOCCs 1o inclade other corporations that may pose problems Jor 1the national
govemmenl.

() The requests from the additionat GOCCs for direct and indirect national government
supporl form the basis for their financial performance monitoring. Inasmuch as the 14
major corporations comprise the substantial portion of the assets and habbites of the
government corporale sectors, the consohdaled fmancial performmance of these major
corporations provides an indicatiop of the agpregate financial performance of 1he
government corporate sector.  Notwithstanding, there remains a need for regular
moenitoring of gevernment corporations outside of the 14 major GOCC's.

(gt Most GOCCs are incumng stgmificant financial losses. Budgetary suppast to the
sotal government corporate sector including govemmenl Onancial institutions. social
seeurty institutions and GOCCs providing goods and services to the public amounted to
PRO.4 billion during 2004. In addition, indirect support in the form of puarnices on
GOCC obligations, is also in the biilions of pesos.

ik} In the past five {5) years, there has been a noticeable increase in the aggregate delieit
ot the 14 monitored GOCCs bringing their financial viability e question. Whlc the 4
maonitored GOCCs' current and capital expenditures fluctuated around 6% of GO,
revenues bhave [allen from 5% 10 4.1% of GDP during 2000-2004, increasing the defici
of the monitored GOLCCs consolidated deficit 1o PE5.4 billion, a nmwore than fourlold
increase from the 2000 level of P19.2 billion. The 2004 deficit is alrezdy about the same
size 45 the pelential new revenues collected through the expanded value-added tax law.



¢i) There are various reasons for the ballooning GOCC deficits, including {i) falure 10
adjust tariff raics, {ii) large capital requirements and (i) operationat and management
inefficiencies. The system used by the DXOF to report on and supervise the GOCCs aeads
to be reviewed 1o determine why the deficits ballooned significantly n the past fow vears.
and why the oversight mechanisms have fatled 10 reverse this trend.  In the past 3 years,
the National Power Corporation has contributed signiticantly to the overall detivit of the
GOCCs, Reforms under the Power Sector Development Program suppornied by the ADB
arc ongoing to address this issue. Reforms specific © the National Power Corperation
are nol covered by this TA.

(j) There is also a need to (1) examine the sources of the ballooning GOHIC dehcits.
given the diverse nature of their operations amd the services they provide and (ii} find
tong-termn solutions to improve their viahlity as govemment corporations. and possibly 0
suggest privatization programs 1 S0Mme CarCs.

(k) The significant [inancial losses of the GOCCs contribute to the public sector debt.
The contribution of the monitored GOCCs™ debt stock to total public sector deht has becn
high and increasing over the past 5 years, from 30.9% to the total public sector debt 1n
2000 w 32.7% in 2003, with a slight decline to 29.3% in 2004, The increasing need Tor
deficit financing will continue to put pressurc on the GOCC debi stock 0 rise. which
would in tun add to the aircady high levels of total public sector debt. The national
povernment’s combined outstanding debt and estimated off-balance-sheet outstanding
liabilitics increased by P24 wllion from 1997 w0 2003, According to a necent siudy.
ncarly half of the increase is attributable to GOCC activitics, both on-and off-balance
sheel.  The siluation makes fiscal consolidation much more challenging for the
vovernment.  ADDB’s Philippine country  stralcgy and program for 200320067
acknowledges these challenges and makes support for fiscal consolidation a priocity. In
this context, the government has requested ABDB assistance 10 support OGO C relonms.

SECTION 3. Definition of Terms. -

(1) ~Afhiliate™ refers o a corporation fifty percent (30%) or less of the voting stock of wiach is
owned or controlled, directly or indireetly, by the government-owned or controlled corporaion.

() ~Appointive Director™ refers 1o:

a) in the case of goverament - owned or controlled corporation created by a special law
or charter, all members of its Board of Directors/T msiees/Commissioners who are nol ex-
officio members thereof, and

b) In the case of government - owned of controlled corporation created under the
Corporation Code  of  the  Philippines, members of its  Board of
Directors Trusiees/Commissioners whom the Government of the Philippines is entitied Lo
nominale. to the extent of ils percentage shareholdings in such government-owned or
controlled corporation.

{3) "Boand of Directors Trustees/Cormmissioners * or “Board™ refers Lo 1he governiny, budy 1hat
exerciscs the comporate powers of a government-owned or controlled corporation.

(4} “Charter Statemeni™ refers to the statcment of the government-owned or controlled
corporation’s mission, vision, objectives and core values.

(3} “Charwered GOCC”  refers 10 a government-owned or controlled corporation. including
governient financial institutions, created and vested wath functions by a special law.



&) “Chict Lxecutive Officer™ refers to the President or the Gencral Manager or Uw
Administrator o a govemment-owned or contwoll=j corporation who possesses the proper Career
Executive Service Officer {CLS()} rank conferred by the President of the Philippines.

{71 ~Comporate Governance™ refers 0 a set of principles and standards derived Irom law.
regulation and proper corporale praciices that enables the comporation to atiract financial and
human capital. perform efficiently, thereby generating long-term and desimble economic value
for the Suate.

(&) ~Department™ refers to an cxecutive department created by law for the lunctional
distribution of the work of the President of the Philippines.

{93 ~Fit and Proper Rule” refers 10 the standard for determining whether a member of the Board
of Direclors’ Irustees/Commissioners or Chief Fxecutive COfficer as defined under paragraph (6)
of this Section is fit and proper to hold a position in a govemnment-ovwned or controlled
corporation, which shall include but not limited to, standards on integrity, expenence, educalion,
training and competence.

(10} “Government Agency™ refers 1o any of the various units vf the Government ot the Repubiic
ol the Philippines, including a department, bureau, office, insirumentality or governmenl-ow ied
or vontrolled corporation or a local government or a distinct unit therein.

(11 “Government-Owned or Controlled Corporation {GOCC)” refers to any agency oroanized
as a stock or nep-stock corpogation, vestxd with finctions relating to public nueds whether
sovernmentsl ot proprietary in nature and owned by the Governmenl directly or Lhrough its
instrumentalities either wholly or where applicable as in the case of stock corporations, io the
extent of at least ltfty-one percent (31%) of its captal stock.

{17} “Non-chartered GOCC™ refers to a GOCC organized and operating under Batas Pambansa
Bilung 68 or The Corporation Code of the Philippines.

(13) ~Officer” refers to a person in the corporation. whose duties, not being of a clereal
aature. involves the exercise of discretion in the performance of functions such as to manage the
day to day operations ol the GOCC as provided in its charter or by-laws, such as but not liemted
w. the Chiel” Exceutive Officer, President, Vice President, General Manager, Treasurer and
Comorate Secretary.

(14) ~Performunce Scorecards™ refer to a governance and management tool consisting of a set of
measares, fargets and initiatives that facilitae the achievement of breakthrough results and
pertormance through the effective and efficient monitoring and coordination and (e stralegic
abjeets of the GOCC.

(15) ~President™ reicrs to the President of the Republic of the Fhilippines.

(16} ~Related Corporation™ refers 10 a subsidiary or affiliate af a GOCC,

(17) ~Secretary™ refers to the person vested with the authority and responsibility to exercise the
mandatc of the Department under the Executive Branch, for the discharge ol 1ts powers and
functions. and who shall have supervision and control of the Depariment.

(18) “Strategy Map™ refers 10 an integrated set of strategic choices or objectives drawn by the

governing, body, the successful execution of which results in the achievement ot the GOC(s
missien. vision and objectives in relation Lo the purpose for which it is ereated.



{19) ~Subsidiary”™ refers 0 a corporation more than fifty percent (50%} of s voling stock is
owned or controlled, directly or indirectly ihrough onc or merc intermediaries, by the GOCC.

SECTION 4. Coverage. - This act simall be applicabie to all GOCCs regardless ol
classilication but shall exclude the Bangke Senimal ng Pilipinas being a constitutionally-
mundated apency.

CHAPTER 11

The Governance Council for Government-Owned or Controlled
Corporatioas (“GCG™)

SECTION 5. Creation of Govermance Council for Government-Uw ped or
Controlled Corporations. - An advisory. moenitonng, recommendatory and policy-cnforcing
body 1o be known as the Governance Council for Government-Owned Or Controlled
Corporations. hereinafter referred 1o as the GCG and atiached to the Oftice of the President off
the Philippines. is hereby created. The GCG skail be constituted by the President within thirty
(340 days from the elfectivity ol this Acl.

SECTION 6. Compaosition of the GCG. - The GCG shall be composed of five {(5)
snembers with the Secretary of the Department of Finance (DOF) as ex-ofticio Chairman. the
Seeretary of the Department of Budget and Managemcit (DBM) and the Director-Generad of 1he
National Feonomic Development Authority (NEDA) as ex-officio members and two (2
representatives from the private sector.

The two (2) tepresentatives from the private sector shall be appointed by the President.
upon the joint recemmendation of the DOF. DBM and NEDA from a list of at least five (3}
pominecs. They must be nararal bom citizens of the Philippines with recognized competence in
ithe arcas of corporate governance, policy administration, business managemcnt. hurnan
resouTces management, financial management. economics and other related ficids. {hey shall
senve as (106G members for a peried ot three (3) years, with reappointment upon the discretion of
the President: Provided, That of the representatives [rom the private sector firsi appointed. one
i 1) shalt serve for two {2) years and one (1} shall serve for three (3) vears. and thereafler every
representative so appointed shall serve tor three (3) years.

SECTION 7. Powers and Functions of the GCG. - The GCG shall have the
following powers and functions:

i1y Adopt within ninety ($0) days from its conspiution, an ownership and operations manual
govemning GOCCs.  Said manual shatl be consistent with the Medium Term Phalippne
Development Plan which shall include:

a) Objectives ol Staie ownership;

b} Role of national government in the governance of GOCCS:

¢} Modes of implementation of the ewnership policy:

d) Guidelines on the monitoring of the operations of alt GOCCs
including their Related Corporations. These shall include
Stratcgy Maps, Charter Statements, Perfonmance Commitments
and such other mechanisms;

&) The roles, relationships and respoasibilitics of the State, the
povernment agencies 1 which the GOCC s attached, and
the GOCC

3 Disclosure and transparency requircments;

gy Code of Ethics of the Corporate Direclors and Officers;

hj Cteation of board committees and similar oversight bodies;



i) Inlegraled corporate reporting syslem;

1) Statement of the social respoasibilities of the GOCC; and

k) Such other matiers as the GCG may deem proper 1o include in
the ownership policy.

2y Identify the necessary skills, qualifications. waining, respensibilities and accountabilities
required for Appointive Directors/Trustees/Commissioners and recommend to the Presidem a
shortlist of suitable and qualified candidates for Appointive Directors;

(3) Make key recommendations on the following:

a) Improving Corporate Govermance through (a) fusther clanifyinp/emphasizing the role
of the poyernment as mainly that of the ~“owner™ and (b) updating charters ot ke GUHCCs
which. by and large are ourdated. This is essential 10 minimize external political as well
as burcaucratic interventions and 10 ensure that the mandates of concerned (LIS are
current/relevant and conflicting and multiple objectives are minimized. [n case a GOLC
is required 1o provide a particular “social service,” it sheuld be so recognized and lunded
in & trnsparent manner and (¢} rationalize the structure and composition of the Board of
Directors/ Trustees/Commissioners to ensure adequate outside representation of technical
professionals and stakeholders and also, to introduce a transparent process for rhe
selection of board members that ensures qualifications and expertise, possibly through the
cstablishment of an independent protessional body: and

b} Rationalization of GOCC Portiolio. The government has a long standing polwy under
Proclamation 50 defining under what circumstances a corporation should be in the public
seclor. In line with this policy, a GOCC should be disposed off il'it does not have a clear
rationale on the basis of a careful analysis of its social and /or public good role. [o this
casc. it is important o differentiate berween the need Lo provide a public good and who
should provide it. The driving force behind this decision should be the govermment s
already stated policy to have a GOCC only in cases where the private sccter is nul able or
willing 1o provide such poods or services. If full cost recovery is not possible. subsidies
can be provided but to the extent possible, actual delivery of goods and services shouid
be left to the private sector in order 1o minimize cost o the government by leveraging the
privaic sector’s flexible and efficient operating cupacity. The govermnment should
expedite the privatization/disposal program for the GOCCs that have been selecied for
disposal for guite some time;

(4) Conduct periodic study, evaluation and assessment of the financial performance and
operutions of the GOCUs, receive, and in appropriale cases, Tequire repotts oi the operanions and
management of the GOCCs, including but not limived to. the management of the assets. finances
and liaknliies of the GOCCs;

(%) Determine the magnitade of existing government exposurc to the OGCC. in 1weons of
budgetary support and guaraniec eXposure;

{6) Determine potential government exposurc and the increasing involvement of the GOUU in
private sector aclyiles;

{7) Perfoon an in-depth review of the organization, operations policies and procedures of the
GOCC in vrder to identify gaps, weaknesses and recommendations that will have immediaie
financial impact on the GOCC. These impacts include improvements in its financial position
and reduction. if not toial elimination, of its dependence on direct or indirect financial suppor
trom the pational government, without need for legislation, immediate major government policy
shifts or sector reforms;



{8y Make specific  recommendstions andior actiors on operational efficiency. Imcatary
management and control, asset and Liability management, financial restructuring and other issues
that have substantial impact on the financial position of the GOCC. The recommendations will
include identification of performance criteria. targets and the corresponding incenuve and or
rewurd and penalty mechanisms 1o amve ata workable performance contract between the OOCC
und the oversight agency;

191 1demify key legislation, major policy shifis and seclor reforms needed in the medium lerm
for GOCC development and eftectiveness;

{10) Review the mandates of the (GGOCC. of its roles as providers of public goods vis-a-vik the
wles of the national and local povernment or privale sector, and the necessary dispositive
aclivons, as applicable;

(111 Evaluate the performance and determine the relevance of the GOCC, and recommend w the
President. the reorganization, merging, strearnlining, abotition or privatization ot the GOCC. Lor
this purpose. the GCG shall be guided by the following:

a) The fanctions ot purpuse for which the GOCC was created are no longer zelevant W
the State or no longer consisient with the nasiopal development policy ol the State:

by The GOCCs" functions or purpose duplicats or unnecessarily overlap with funcions.
programs, aclivitics or projects already provided by a governmeni agency, or

¢y The GOCC is nn producing the desired outoornes or nis longer achieving the
objectives and purposes for which it was originally designed and implemented, andfor not
cost officient and does not generate the level of social, physical und SCONOMIC returns vis-
A-vis the resource inputs.

Upon deicrmination by the GCG that 1t is to the best intercst of the State that & GOCC
shouki be reoreanized. merged, streamnlined, abotished or privatized, it shall make it
recornmendation to the President. The President may. upon confirmation of the findings of the
GCG. order ihe (iling of a bill to be certified by the Oflice of the President lor the reorganizalion,
merging. streamlining, abolition or privatization of such GOCC.

Any such reotganizalion, merger, sireamlining, abolition or privatization must be
completed on or before June 30, 2015;

{12y Conduct compensation studies, develop and recommend to the President a compctitive
compensation and remunperation system which shall astract and retain talent, at the same time
allowing the GOCC to b financially sound and sustaimable;

{13} Provide technical advice and assistance (o the government agencies Lo which the GOCCs
are amtached in selling performance objectives and targets for the GOCCs and in monitoring
GOCCs performance vis-a-vis set objectives and targets;

(14} Coordinate and monitor the operations of GOCCs, ensuring alignment and consisicney with
the national development policies and programs. It shall meet at least guarterly to:

al Review Strategy Maps and Performance Scorecards of all GOCCs:
by Review and assess existing performance-related pelicies including the compensalion

and/or remuneration of the Board of Directors/T rustees/Commissioners and Otlicers and
recommend appropriate revisions and actions: and



¢} Prepare performanee reports of the GOCCs for submission to the Preswdent;

(15} Prepare a semi-annual progress report o be submitted to the President and Congress. 1o its
report. the GUG witl provide its performance assessmend of the GOCCs and recommoend elear
and specific aclions. Within one hundred rwenty {120) days from the closc of the calendar yar.
the GCG shall prepare an annual report on the performance of the GOCCs and submit il w the
President and the Congress;

(16} Review proposals by government agencies for the creation of a GOCC or Reland
Corporation under the Corporation Code of the Philippines and recommend to the President the
approval or disapproval of the same; and

(17} Review the functions of each of the GOCC and, upon determination that there 15 3 vontlict
between the regulatory and commercial functions of a GOCC, recommend to the President and
to the povernment agency to which such GOCC is attached. a plan of action io ensure that ihe
commercial functions of the GOCC do not conflict with such regulatory {unctions.

SECTION 8. Remuneration of Members of the GCG. - The members of the GCG
shall not receive any compensation of remuneraton for their services as such, but max recene
reasonable per diems for actual attendance 1a meetings of the GCU and reimbursement for acual
amd reasonable expenses in relation to their attendance of GCG meetings. discharpe of their
funclions or in carrying out the objectives of the GCG: Provided, That per diems pavable io the
members ol te GO shall be approved by the President

SECTION 9. The GCG Secretariat. - [The GCG ghall maintain a full-tiwe wechmeal
secretariat in the Office of the President. Within ninety days (90) days tiem the chectivity of
this Act. the GCG shal} present 1o the President the stafling reguirement. organizational struciure
and budget requirements of the GCG Secretariat.

SECTION 10, Managing Director. - The management of the GUG Secretanat shall be
vested in the Managing Director who shali be a natural born citizen of the Philippings with
known integrity, independence and recopnized competence in the areas of corporate governance.
policy administration, business management, human resources management and’or financial
management/business economics and who has not been convicted of any act involving violation
of the Corporativn Code of the Philippines. Securities Regulation Code, Presidential Decree No.
907, as amended or any other crime or offense involving moral turpitude.

The Managing Director shali be appointed by the President [rom a short list of at lcast
fise { 5) nominees, upon the recommendation of the GCG.

The Managing Direcior shalt be a carcer executive service officer (CESO) with CLESO |
rank equivalenl to & cabinet department undersecretary: Provided, That the Managing Thrector
shall receive a salary of not less than Salary Grade 30 under Republic Act No. 6758, as
amended. otherwise known as the Salary Standardization Law and such allowances and bonuses
as muy be determined by the GCG and approved by the President, giving due consideration i
his overall performmance and the performance of the GO

SECTION 11. Powers and Duties of the Managing Director. - The Managing
Director shatl have the Tollowing powers and duties:

(1} Direct and manage the day-to-day aftfairs and business of the GG Secretariat. subject 1o the
contrel and supervision of the GUG;

(7} Attend all mectings of the GCG and participz12 in its deliberations;



{3) With the approval of the GCG, determine the staffing patiern and number of pursonnet ot the
GOG Secrclarial, fix their salarics and other emohuments, and define their powers and «Juties
subjecl 1o the laws. rules and regutations administered and epforced by the Civil Service
Commission and the Career Fxecutive Service Board in accordance with Presidential Deerce No.
I:

(4} Recommend the appointment, removal, suspension or other disciplinary action for caise. of
any employee of the GCG Secretariat for the approval of the GCG; and

5) Purform such other duties as may be delegated or assigned 1o him by the GCG trom time ©
time,

SECTION 12. Compensation and Position Classification System. - The GO, aiter
conducting a comprehensive compensation study. shall develop a Compensation and Position
Classilication Systeny which shall consist of classes of positons grouped into such calegories as
the GCG may determine, subject 10 the approval of the President upon the favorable
recommendation of the Civil Scrvice Commission, Department of Budget and Management and
the Career Executive Service Board in accordance with Presidential Decree No. 1.

lhe GCG may recommend. upon the favorable endorsement of the Civil Service
Commission, Department of Budget and Management and the Career Executive Service Bowd in
sccordance with Prosidential Decree No. | and subject to the approval of the President.
additional allowances or bonuses for certain position titles, giving due consideralion 10 the
necessits for such allowances and the good performance of the GOCC.

The following principtes shall goven the Compensation and Position Classification
Systern subject to the Jaws, tules and regulations admenistered and enforced by the Civil Senvice
Commission, Department of Budget and Management and the Career Exccutive Service Board in
accordance with Presidential DPecree No. 1:

{11 All GOCC personnel shall be paid just and equitable wages. Pay distinctions shalt take nme
consideration work distinctions provided (hat the rat'v of compensation betwecn those UCCUPYing
higher ranks and those in lower ranks should be maintained af equitable levels. giving duc
consideration 1 higher percentage of increases to lower level posilions and lower percentage
increases to higher level positions;

(2} BRasic compensation for all personnel in the GOCC shall generally be comparable with those
in the privaie seetor doing comparable work and must be in accordance with prevailtng fws on
minimum wages. The total compensation provided for GOCC nersonnel shall be maintained at a
reasonable level with due regard o the national budget; and

(3} A review of the GOCC compensation rates, taking into account the performance ot the
GOLC. its overall contribution 1o the national economy and the possible erosien in purchasing
power duc to inflation and other lactors, shall be conducted periodically.

The Compensation and Position Classifica’ion System 1o be developed and recommended
by the GCG subjeet to the Jaws. rules and 1cgulalions admimsicred and coforced by the Civil
Service Commission, Department of Budget and Management and the Career Executive Service
Board in accordance with Presidential Decree No. i and as approved by the President shall apply
16 all pusitions, on full or part-time basis, now existing or later created i the GOCC: Provided.
That in no case shall there be any diminution in the salaries ol incumbent employees of GOX™Cs
who are coversd hy Republic Act No. 6758, as amended, uppn the implementation of the
Compensation and Position Classification System for GUHCs.



No GOUC shall be exempt from the coverage of the Compensation and Position
Classification Sysiem developed by the GCG under this Act.

CHAPTER 1l
Reurganization of Government - Owaed or Controlled Corporations

SECTION 13. Number of Directors/Trustees/Commissioners. - The present number
of Directors Trusiees/Commissioners provided in the charter of the GOCCs shal! be mainuined.
but in no case shall the total number of Directors/Trustecs/Commissioners excecd aine (%)
members.

SECTYION 14. Appointment of the Board of Directors/Trustees/Commissioners. -
An  Appomtive Director/Trustee/Commissioner shall be appointed by the President ol the
Philippines from a short list prepared by the GCG.

The GCG shall formulate its rules and critena in the selection and nomination of
prospective appointees: Provided, however, That all nominees included in the list submitted by
ihe GOG 10 the President shall meet the Fit and Proper Rule as defined under this Act and such
other qualifications as the (GCG may determine taking into consideration the unigue requirerenls
of each GOCC. No person who is not included in the shori list prepared by the GUG may
become an Appointive Director: Provided, That the GG shall cnsure that the shon list shall
excerd by m least fifty percent (50%} of the aumber of directors/trusices/commissionets 1o be
appointed: Provided. further, That in the evem that the President does not see it to appoint any
of the nominces included in the short list, he shall require the GCG to submit additional
MHHTIL eSS,

SECTION 15. Term of Office. - The respective charter of cach GOUCs 1o the contrany
notwithstanding, the term of office of each Appointive Director shall be onc (1) ycar.  An
Appuintive Dircctor may be nominated by the GCG for re-appointment by the President only it
he or she oblains a performance score of above average or its equivalent or higher in the
immediately preceding year ot his or her tenure as Appointive Director bused on the perfonnance
criteria for Appointive Directors for the GOCC. Of the Appointive Directors first appointed
under this Act, at least one-third (1/3) shall serve for three (3) years; at least one-third {1/3) for
twis (1) years and the remaining Appoinuve Dirzctors shall serve for one (1) year. Therealicr,
every Appointive Director so appointed shall serve for one {1) vear.

Appointment to any vacancy shall be only for the unexpired lerm of the predeccssor. The
appointment of a dircetor to fill such vacancy shall be in accordance with the manner provided
Section 14 of this Act.

Any provision of law to the contrary notwithstanding, all incumbent Chiel’ Executive
Officers as defined in this Act and members of the Board of GOC'Cs shall, upon approval of this
Act. have a term ol office until July 1, 2011 or until their successors shall have been appointed.
or unless souner Teplaced by the President.

SECTION 16. The Chief Executive Officer of the GOCC, - The Chief Fxecutive
Olficer (CEOY or ihe highest-ranking officer provided in the charters of the GOCCs. shall be
¢lected annuaily by the members of the Board from among its ranks: Provided. That noe CLO
shall be elecied unless he or she possesses the proper career cxeculive service ofticer (CIR50
cank in accordance with Presidential Deeree No. 1 as duly certified by the Carcer Execulive
Sepvice Board., The CHO shall be subject 1o the disciplinary powers af the Board 2nd may be
removed by the Board Jor cause.



SECTION 17. Requisites for the Creation of 2 new GOCC or Relaied Corporation
[:nder the Corporation Code. - A government zEency secking to cstablish g GOCC or Related
Corporation under the Corporation Code of the Philippines shall, before registenirg the same
with the Securities and Exchange Commissicn (SEC), first obtained the approval of the President
for the creation of such GOCC or Relaed Corporation. The SEC shall not register the articles of
incorporation and by-laws ol a proposed GOCL or Relawed Corporation, unless the application
yor registration is accompanied by an endorscment from the GOG stating that the President has
approved the same.

CHAFPTER IV

Board of Directors/Trustees/Commissioners/Officers
Of Government-Owned or Controlled Corporations

SECTHON 1R, Coverage. - The duties, obligations. responsibilitics and standards ol
care provided under this Chapter shall be applicable to ali members of the Board ol
Direclors’ Trustees/Commissioners and Officers of GOCCs now existing or created alier the
elfectivity of this Act. These duties, obligations and responsibilities shall be in addition to ihe
powers and functions provided in the individual chartess or articles ol mcorporation and by-laws
o their respective GOCCs,

SECTION 19. Fiduciary Duties of the Members of the Board and Officers. - As
Lduciarics of the Stale, members ol the Board of Directors/ Trustees/Commissioners and Officers
ol GO Us have the legal obligation and duty o always acl in the best interest of the GOCC. with
utmust pood faith in all its dealings with the properties and moenies of the GOUC.

The members of the Board and Officers of GOCCs shall:
{1) Act with utmost and undivided loyaity 1o the GOCC;

i) Act with due care, extraordinary diligence, skill and good faith 10 the conduct of the business
ot vhe GO

() Avoid conflicts of interest and declare any merest they may have in any particular matter or
transaction betore the Board;

(4) Apply sound business principles to ensure the financial soundness of the GOCC: and

(5} Elect andfor employ only Officers who are fit and proper Lo hold such office with due regard
to their qualifications, competence, expenence and integrity.

Where 2 member of the Board or an Officer, by virtue ol his office, acquires of reccives
for himsell” a benefit or profit, of whatever kind or nature, including but not limited lo. the
acquisition of shares n corporations where the GOCC has an interest, using the propeniics of the
GOCC Tor their own benefit, receiving commission on contracts from the GO Cs assels or
taking advantage of corporate opportunities of the GOCC, all such profits or benefits shall be
subject to restitution under Section 25 of this Act without prejudice 1o any admipistrative. civil
ar criminal action against the members of the Board of Directors/ Trusices/Commissionces or
Otficers.  This provision shail be applicable notwithstanding the fact that such member of the
Board or Ofiicer tisked his own funds or money 1 the veniure.

SECTION 20. Trustee Relation to the Properties, Lnterests and Momics of the
GOCC. - Lxcept for the reasonable per diem received for achual attendance in board meetings
and the reimburserncnt for actual and reasonable travelling and (ransportaiion €xXpenses and



bonuses within the limits authorized by the GCt and approved by the President. any and all
realized profits and/or benefits, including but pot limited to. the share in the profits, bonuscs of
members of the Board or Officers in excess of that asthorized by the GCG and approved by the
President. stock oplions, dividends and other similar offers or grants from corporations where the
GOCC is a stockholder or investor, and any benefit from the performance of members of the
Board or Officers of the Corporation acting for and in behalf of the GOCC in dealing with its
properties and investments in other corporations, management of subsidiaries and other interest,
are 10 be held in trust and shall be accounied for and tum over by such member of the Board or
Oftficer wy the GOCC they represent.

SECTION 2!, Care, Diligence and Skilt in the Conduct of the Husiness ol the
GOCC. - The members of the Board and the Officers as defined in this Act must exercise
extraordinary  ditigence in the conduct of the business and in dealing with the lunds and
propertics of the GOCC. Such degree of diligence requires the utmosl diligence ol a very
cautions person with due regard tor all the circumstances.

SECTION 22. Fit and Proper Rule, - Ali members of the Board, the Chief Lxecutise
Ofticer and Officer as defined under this Act shall be gualified by the “fit and proper” rule to be
determined by the GCG in consultation and coordination with the relevant government agencics
to which the GOCT is aitached and approved by the President.

To maintain the quality of management of the (GOXCCs, the GCG, in coordination with the
relevant government agencies such as, but not limited to, the Civil Service Commission and
Carcer Service Executive Service Board shall. subject 1w the approval of the President
prescribe. pass upon and review the qualifications and disqualifications of individuals appointed
as directors/trustees/commissioners or elected as officers of the GOCC and shall disqualify thosy
found unfit.

In determining whether an individual is fit and proper to hold the position of a
dircelortrustes’commissionet or officer of the GOCC, due regard shall be given 10 his integrity.
expenicnce. education. training, qualification and competenee.

SFCTION 23.  Power of the Board of Directors/Trustees/Commissioners to
Discipline or Remove Officers of GOCC. - Subject to laws, ruics and reguiations administercd
and enforced by the Civil Service Commission and the Office of the Ombudsman. the Board
shali have the authority o discipline the Chief Executive Officer, the officers and employees of
the GOCC or order their suspension or removal from office. upon a majority vote ot the
members of the Board who actually took part in the investigation and deliberation therent.

SECEION 24. Limits to Per Diems, AHlowances and Bonuses. - The charters of cach
of the GOCCs to the contrary notwithstanding, the members of the Board of
Directors/ T rustees/Commissioners of the GOCCs shall not receive any compensation nor be
cofitled o retirement benefits as such directovs.  They shall, however, be entitted 1o rcascnable
per dicms for actual attendance in Board meetings which shall not be held for more than (wo (2}
limes per month: Provided, T'hat the per diem is authorized under the charter of the GOCC:
Provided. funhcr, That such DirectorsTrusices/Commissioners may be entitled to bonuses
subject 1o the approval of the President equivalent to not more than two (2} months salary ot the
CEQ of the GOCC, based on the individual and the GOCC's performance:  Provided, fmally.
That any bonus in excess of this 1imit shall be subject to the approval of the President.

In case of GOCCs organized solcly for the promotion of social wellare and common
sood without regard to profit, the total yearly per diems, allowances and bonwses in the
agerepate which the members of the Board of such GOCCs may receive shall be determined by
the President based on the achievement of such GOCC of its performance targets.



SECTION 25. Restitution. - Upoen the deterrnination and repost of the Commission on
Audit hat properties or monies belonging 1o the GOCC are in the possession of 4 member of Ui
Board or Officer withoul authority, or that profits are eamed by the member ol the Board or
Ofticer in violation of histher fiduciary duty. or the aggregate per diems, allowanees and bonuses
received in a particular year arc in excess of the limits provided under this Act. the member of
the Board or Officer receiving such properties or monies shall retum the same W the GOCC
without the necessity of demand and without prejudice 10 the atdministrative, eivit and crinnnal
action that shall be filed against such directorfirustee/commissiener or oflicer of the swd GOC.

CHAPTER Y
Miscellaneons Provisions

SECTION 26.  Appropriatiens. - The amount of TEN MILLKN PLSOS
(P10.H00.000.00) js initially approptiated for the creation and operaions of the GCGL w be
sourced from the Contingent Fund of the President. Subsequent appropriations shall be stmilarly
sourced.

SECTION 27. Suppletory Applicatien of the Corporation Code and Charfers of the
GOCCs. - The provisions of the Corporation Code of the Philippines and the provisions of the
chaners of the relevant GOCC, insofar as they are not inconsistent with the provisions of this
AcL shall apply suppletornily to GOCCs.

SFCTION 28. Repealing Clause. - All luws, decrees. executive orders. presidential
decrees. rules and regulations or parts thereof contrary to or inconsistent with the prov isiens ol
this Act are hereby repealed or modified accordingly.

SECTION 29. Sepurability Clause. - If for any reasons, any part or provision ol this

Act is declared invalid or unconstitutional, the remaining paris or provisions not allecied thereby
shall remain in fult foree and effect.

SECTION 30. Effectivity. - This Act shall take etfect after fiticen (13) days following
its publication in the Official Gazette or in two (2) national newspapers of general ¢irculation.

Approved,



