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EXPLANATORY NOTE

This bill aims to strengthen the National Electrification Adminisiration {NEA) to
carry 1ts mandate of total clectrification of all puroks and barangays through the elzctric
cooperahives.

Access to electricity service has been provided to pine (%) million consumer
connections in the tural areas in response to the (otal electrification program of the
governmenl through the NEA. The beneficianies represent half of the Philippine population
Living m arcas being served by the 119 electric cooperatives (ECs) nationwide.

In addition to its powers under Presidential Decres No. 269, as amended by
Presidential Decree No. 1645, NEA is mandated under Section 58 of Republic Act No. 9136,
otherwise known as the Electric Power Industry Reform Act (EPIRA) of 2001 to:

a) Prepare clectric cocperatives in operating and competing under the derepulated
electric market in an environment of open access and retall wheeling, ’

h) Strengthen the techmical capability and financial viability of rural electric
cooperalives; and

¢} Review and upgrade regulatory policies with a view to enhancmyg the viability of
rural clectric cooperatives as electric utilities.

It is for this reason that this bill is proposed te ensure that the NEA has adequate
powers to protect the investments in the ECs and provide them with better options to ensure
the continued delivery of adequate and reliable electnc service. The bill sceks 1o establish a
framework for introducing structural reforms in the Mational Electrification Administration
and the electric cooperatives.

The immediate passage of the bill is earnestly sought.

NEDIN N-ABAD

Lope Dhsingii - Batanes
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HOUSE BILL N

INTRODUCEL BY REPRESENTATIVES HENEDINA RALGN-ABAL, Av<NULFO .
FUENTERELLA AND RRAT 5. COR LN

AN ACT
STRENGTHENING THE NATIONAL ELECTRIFICATION ADMINISTRATION,
AMENDING FOR TILE PURPOSE PRESIDENTIAL DECREE NO. 269
OTHERWISE KNOWN AS THE “NATIONAL ELECTIFICATION
ADMINISTRATION DECREE”

Be it cnacted by the Scnare and House of Yepresentatives of the Philippines in Congress
asseinbled:
CHAIMTER [ - FOLICY AND DEFINITIONS
SECTION 1. Tius Act shail be known as the “National Electrification Administration
Retorm Actof 2011."
SEC. 2. Section 2 ol Presidenual Decree No. 269, as amended, 5 hercby further
amended. w read as follows:
IT IS HEREDBY DECLARLED THE POLICY OF THE STATL TO:
(A)PROMOTE THE SUSTAINABLE DEVEILOPMENT IN THE RUERAL
AREAS THROUGH RURAL ETECTRIFICATION; AND
{B) EMPOWLER AND ENABLL LLECTRIC COOPERATIVES TO COPE
WITH THE CHANGES  BROUGHT  ABOUT BY  THE
RESTRUCTURING OF THE ELECTRIC POWER INDUSTRY
PURSUANT TO TIE ELECTRIC FOWER INDUSTRY REFORM ACT
OF 2001,
SEC. 3. A new section is hereby inserted 0 be desigiuted as Secnon 2-A to read as
follows:
SEC. Z-A. SOOPE THIN ACT  SiiAllL ESETABLISH A
FEAMEWORE FOR INTRODUICING STRUCTURATL REFOEMS W THE
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NATIONAL. ELECTRIFICATION ADMINISTRATION AND THE
ELECTRIC COOPERATIVES. '

SEC. 4. Five new paragraphs, 1o be designated as Paragraphs (s), {1}, {u), (v) and (w .

arc hereby inserted under Section 3 of Presidential Decree No. 269, as amended. 10 read as

follows:
XXX XXX XX

(s) CDA SHALL REFER TO THE COOPERATIVE DEVELOPMENT
AUTHORITY CREATED UNDER REPUBLIC ACT NG. 759, AS
AMENDED:

() DOE SHALL REFER TO THE DEPARTMENT OF ENERGY
CREATED UNDER REPUBLIC ACT NO. 7638,

(u) ELECTRIC COOPERATIVE SHALL REFER TO AN ELECTRIC
DISTRBUTION UTILITY ORGANIZED AND REGISTERED
PURSUANT TO PRESIDENTIAL DECREE NO. 269, REPURLIC ACT
NO. 9520, AND OTHER RELATED LAWS;

(v) EPIRA SHALL REFER TQ REPUBLIC ACT NO. 9136 OR THE
ELECTRIC POWER INDUSTRY REFORM ACT OF 2001; AND

(W)ERC SHALL REFER TO THE ENERGY REGULATORY
COMMISSION CREATED UNDER REPUBLIC ACT NO. S154

CHAPTER II - THE NATIONAL ELECTRIFICATION ADMFINISTRATIGN
SEC. 5. Section 4 of Presidentts! Decree No. 269, as amended, is hereby turther

amended to read as follows:
| SEC. 4. POWERS AND FUNCTIONS Of THE NATIONAL

ELECIRIFICATION ADMINISTRATION. - 10 STRENGTHEN THE

ELECTRIC COQOPERATIVES TQ THE CHANGES INTRODUCED BY

EPIRA, THE NATIONAL ELECTRIFICATION ADMINISTRATION

SHALL:

{a) SUPPORT THE CONVERSION OF EXISTING FELECTRIC
COOPERATIVES TO STOCK COOPERATIVES TO BE DULY
REGISTERED WITH THE CDA OR STOCK CORPORATION TO BE
DULY REGISTERED WITi THE SECURITS ANDY SXCHANGE
COMMISSION,

{b) SUPERVISE . TIE OPERATIONS  OF ALL  ELECTRIC
COOPERATIVES;
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{¢) EXERCISE $TEP-IN RIGHTS AS HEREIN DEFINED);

(d) PROVIDE FINANCIAL AND TECHNICAL ASSISTANCE TO
FLECTiIC COOPERATIVES;

(e) PURSUE ELECTRIFICATION FPROGRAMS THROUGH THE
ELECTRIC COOPERATIVES;

(f) ENJOY EXEMPTION FROM ALL TAXES, DUTIES, FEES, IMPOSTS
AND OTHER CHARGES;

{g) DFVOTE ALL RETURNS FROM ITS CAPITAI. INVESTMENT TO
ATTAIN THE OBJECTIVES OF THIS ACT,

(h) RESTRUCTURE AILING ELECTRIC COOPERATIVES WITH THE
END [N VIEW OF MAKING THEM ECONOMICALLY AND
FINANCIALLY VIABLE

{i) DEVFLOP, SET, AND ENFORCE TECHNICAL AND FINANCIAL
COMPLIANCE STANDARDS FOR THE EFFICIENT OPERATION OF
ELECTRIC COOPERATIVES SUCH AS THE OBSERVANCE OF
GOVERNMENT PROCUREMENT PROCEDURE, INCLUDING
TRANSPARENT AND COMPETITIVE BIDDING AND ENFORCED
THROUGH A MECHANISM OF INCENTIVES TO COMPLYING
ELECTRIC COOPERATIVES AND DISINCENTIVES TO NON-
COMPLYING ELECTRIC COOPERATIVES,

4y IMPOSE  ADMINISTRATIVE  PENALTIES  ANI»  WHEN
WARRANTED, FiLE CRIMINAL CASES AGAINST THOSE WHO
VIOLATE THE PROVISIONS OF THIS ACT AND ITS
IMPLEMENTING RULES,

(k) SERVE A5 GUARANTOR TO QUALIFIED ELECTRIC
COOPERATIVES FOR THEIR TRANSACTIONS FOR THE
PURCHASE OF ELECTRICITY SUCH AS CO-SIGNING IN
ELECTRIC SALES AGREEMENTS TO COMPLYING ELECTRIC
COOPERATIVES.

() GRANI LOANS TO FELECTRIC COOPERATIVES., FOR THE
CONSTRUCTION  OR  ACQUISITION,  OPERATIO™  AND
MAINTENANCE OF TRANSMISSION AL  DiSIRIBUTION
FACILITIES AND ALL RELATED PROPERTIES, EQUIPMENT,
MACHINERY, FIXTURES. AND MATERIALS FOR THE PURPOSE.
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OF SUPPLYING AREA CGVERAGE SERVICE, AND THEREAFTER
TO GRANT LOANS FOR THE RESTORATION, IMPROVEMENT OR
ENLARGEMENT OF SUCH FACILITIES OR FOR SUCH OTHER
PLURPOSES AS MAY BE DEEMED NECESSARY,

{m)BORROW FUNDS FROM ANY SOURCE, PRIVATE OF,
GOVERNMENT, FOREIGN OR DOMESTIC, AND TO SECURE THE
LENDERS THEREQOF BY - PLEDGING, SHARING OF.
SURORDINATING ONE OR MORE OF THE NEA'S OWN LOAN
SECURITIES; AND

(n} EXERCISE SUCH POWERS AND DO SUCH THINGS AS MAY BE
NECESSARY TO CARRY OUT THE BUSINCSS AND PUSROSES OF
WHICH THE NEA WAS ESTABLISHED, OR WH:CH FROM TIME
TO TIME MAY BE DECLARED BY THE BOARD OF
ADMINISTRATORS AS NECESSARY, USEFUL, INCIDENTAL OR
AUXTLIARY TO ACCOMPLISH SUCH PURPOSES, AND
GENERALLY, TO EXERCISE ALL THE POWERS OF A
CORPORATION UNDER THE CORPORATION LAW INSOFAR AS
THEY ARE NOT INCONSISTENT WITH THE PROVISIONS OF THIS
ACT,

SEC. 6. A new section, to be designated as Section 4-A, is hereby inseried, 1o read s

follows: '

SEC. 4-A. SUPERVISORY POWERS OF THE NATIONA,

FLECIRIFICATION ADMINISTRAITON DOVRR FLECTRIC

COOPFRATIFES - 1IN THE EXERCISE OF ITS POWER OF

SUPERVISION OVER ELECTRIC CODPERATIVES, NEA SHALL HAVE

THE FOLLOWING POWERS;

{a) ISSUE ORDERS, RULES AND REGULATIONS, MOF{ PROPRIO OR
UPON PETITION OF THIRD PARTIES, TO CONDUCT
INVESTIGATIONS, REFERFNDA AND OTHER SIMILAR ACTHONS
N ALL MATTERS AFFECTIMNG THE ELECTRIC COOPERATIVES:
AND .

{by ISSUE PREVENTIVE AND/CR  DISCai LINARY  MEASURES,
INCLUDING BUT NOT LIMITED, TO J'IETUNSICN  ANDAOK
REMOVAL AND RFPLACEMENT OF ANY OF ibl OF THE
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MEMBERS OF THE BOARD OF DIRECTORS, OFFICERS OR
CMPLOYEES OF THE FLECTRIC CQOPERATIVE, AS THE NEA
MAY DEEM FIT AND NECESSARY AND 7O TAKFE ANY OTHER
REMEDIAL MEASURES AS THE LAW OR ANY AGREEMENT OR
ARRANGEMENT WITH NEA MAY PROVIDE, TO ATTAIN THE
OBIECTIVLS OF THIS ACT.
THE NEA SHALL, IN THE EXERCISE OF ITS SUPERVISORY
AND DISCIPLINARY POWERS UNDER THIS ACT, STRICTLY
OBSERVE DUE PROCESS.

SEC. 7. A new section, to be designated as Section 4-B, is hereby inserted, to read a~

follows

SEC. 4B, SIEP-IN RIGHIS IN CASES OF AILING
COOPERATIVES. - THE NEA SHALL IMMEDIATELY STEP-IN AND
TAKE OVER FROM ITS BOARD THE OPERATIONS OF ANY AILING
FILLECTRIC COOPERATIVE. WIiTHIN A REASONABLE PERIOD AFTER
TAKE-OVER, THE NEA MAY CONVERT THE AILING COOPERATIVE
TO EITHER A STOCK COOPERATIVE REGISTERED WITH THE CDA
OR A STOCK CORPORATION REGISTERED WITH THE SECURITIES
AND EXCHANGL COMMISSION.

THE NEA SHALL, IN DETERMINING THE PROPRIETY OF THE
CONVERSION, BE GUIDED BY THE ABILITY TO PAY OF THE
MEMBER-CONSUMERS OF SAID ELECTRIC COOPERATIVE FOR
THEIR SHARES IN THE STOCK COOPERATIVE OR STOCK
CORPORATION.

THE NEA MAY APPOINT OR ASSIGN THIRD PERSONS TG
THE BOARD OF THE ELECTRIC COOPERATIVE UNTIL THE NEA
DECIDES THAT THE ELECTION OF A NEW BOARD OF DIRECTORS
TO MANAGE THE ELECTRIC COOPERATIVE IS NECESSARY. THE
NEA MAY CREATE A MANAGEMENT TEAM FOR THE PURPOSE.

THE NEA SHALL, IN THE EXERCISE OF ITS STEP-IN RIGHTS
UNDER THIS ACT, STRICTLY OBSERVE DUE PROCESS. THE STEP-
IN RIGHTS MAY ONLY BE EXERCISED BY THE NEA IN CASE OF
FAILURE OF THE ELECTRIC COOPERATIVE TO MEET
OPERATIONAL AND FINANCIAL STANDARDS SET BY THE NEA OR
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IN OTHER ANALAGOUS INSTANCES SET FORTH IN THE
IMPLEMENTING RULES AND REGULATIONS OF THIS ACT.
SEC. 8. A new section, 1o be designated as Section 1-C, is hereby inserled, to read as
follows-

SEC. 4-C. INJUNCTION OR TEMPORARY RESTRAINING ORDER
— NO INJUNCTION OR TEMPORARY RESTRAINING ORDER SHALL
BE ISSUED AGAINST THE IMPLEMENTATION OF ANY ORDER.
RULING Ok DECISION OF THE NEA, EXCEPT BY THE COURT OF
APPEALS. AND ONLY UPON THE POSTING OF A BOND SUFFICIENT
TQO COVER THE LIABILITIES AND EXPENDITURES ARISING
DURING THE PENDENCY OF THE WRIT OR INJUNCTION OR
TEMPORARY RESTRAINING ORDER: PROVIDED, THAT TIIE
INJUNCTION WILL ONLY BE FOR A PERIOD OF 51XTY (60) DAYS.

CHAPTER IO — THE ELECTRIC COOPERATIVE
SEC. % A new section, to be designated as Section 26-# | i3 hereby inserted, 1o read
as fallows:

SEC. 26-A. INDEPENDENCE OF THE BOARD OF DIRECTORS
AND OFFICERS OF ELECTRIC COOPERATIVES. - TO ENSURE THE
LONG-TERNi BUSINESS AND ECONOMIC VIABILITY OF ELECTRIC
COOPERATIVES, THE OPERATIONS AND STRATEGIC PLANNING OF
ELECTRIC COOPERATIVES SHALL, AS MUCH AS PRACTICABLE, BE
TNSULATED FROM LOCAL POLITICS.

TOWARDS . THIS END, NO PERSON SHALL BE
ELECTED/APPOINTED AS AN OFFICER OR BE ELIGIBLE TO RUN AS
A BOARD MEMBER OF AN ELECTRIC COOP=RATIVE IF:
iy HE WAS A CANDIDATE IN THE LOCAL OR NATIONAL

ELECTIONS IMMEDIATELY PRECEDING THE APFOINTMENT OR

FILING OF CANDIDACY FOR THE BOARD, WHICH DISABILITY

SHALL SUBSISYT FOR A PERIOD OF TWO YEARS COUNTED

FROM THE DATE OF THE ELECTION;,

2) HE 15 A RELATIVE UP TO THE FOURTH DEGREE BY AFFINITY

OR CONSANGUINITY OF AN INCUMBENT ELECTED {OR

APPOINTED]} OFFICTAL OF GOVERNMENT; OR,
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3} HE 1S ELECTED/APPOINTED TO A POSITION HIGHER THAN THE
L EVEL OF A BARANGAY CHAIRMAN
SEC. 10. A new section, to be designated as Section 26-B, is hereby inserted, to read
as foilows:

SEC. 26-B. FIT AND PROPER RULE, — TG ENSURE THAT THE
MANAGEMENT AND OPERATIONS OF ELECTRIC COOPERATIVES
ARE CARRIED OUT WITH DUE REGARD TO ITS ECONOMIC
VIABILITY, THE NEA SHALL PRESCRIBE, PASS UPON AND REVIEW
THE QUALIFTICATIONS AND DISQUALTFICATIONS OF INDIVIDUALS
APPOINTED OR ELECTED TO ELECTRIC COOPERATIVES AND
DISQUALIFY THOSE FOUND UNFIT.

A CANDIDATE’'S INTEGRITY, EXPERIENCE, EDUCATION,
COMPETENCE AND PROBITY SHALL BE CONSIDERED [N
DETERMINING WHETHER HE SHALL BE FIT AND PROPER TO
BECOME A DIRECTOR OR OFFICER OF THE E[CCTRIC
COOPEFATIVE.

NEA MAY, AFTER DUE NOTICE TQO THE BOARD OF
DIRECTORS AND OFFICERS OF THE ELECTRIC COOPERATIVE,
DISQUALIFY, SUSPEND OR REMOVE ANY DIRECTOR OR OFFICER,
WHO COMMITS ANY ACT WHICH RENDER HIM UNFIT FOR THE
POSITION.

SEC. il. Section 32 of Presidential Decres No. 269, as amended, is hereby further
amended, to read as follows:

SEC. 32, REGISTRATION AS STOCK COOPRRATIVES. - ALL
EI.ECTRIC COOPERATIVES MAY OFT TO REGISTER WITH THE CDA
AND SUCH REGISTRATION SHALE BE FOR THE SOLE PURFFOSE OF
AVAILING THE TAX INCENTIVES CONT-.MNED IN THE
CWPEMHW CODE OF THE PHILIPPINES: PROVIDED, HOWEVER,
THAT ELECTRIC COOPERATIVES SHALL NEVERTHELESS COMPLY
WITH THE REPORTOREIAL AND DOCUMENTARY REQUIREMENTS
OF THE CDA

ELECTRIC COOPERATIVES WHICH REGISTER WITH THE
CHA SHALE CONTINUE TQ ENNYY THE BENEFITS UNDER THI1S
ACT.
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EXISTING ELECTRIC COOPERATIVES MAY LIKEWISE OPT
TO REGISTER AS STOCK CORPORATIONS WITH THE SECURITIES
AND EXCHANGE COMMISSION: PROVIDED, HOWEVER, THAT
ELECTRIC COOPERATIVES REGISTERED WITH THE SECURITIES
AND EXCHANGE COMMISSION SHALL NO LONGER EnyOY THE
INCENTIVES CONTAINED UNDER THIS ACT.

DESPITE THE REGISTRATION OF THE ELECTRIC
CDDPER.ATWES UNDER THE CDA OR CONVERSION INTO A STOCK
CORPORATION, THE NEA SHALIL RETAIN IT5 SUPERVISORY AND
DISCIPLINARY POWER OVER THE ELECTRIC COOPERATIVE OR
CORPORATION IN THE CONDUCT OF ITS OPERATION AS AN
ELECTRIC DISTRIBUTEON UTILITY.

SEC. 12 A new section, to be designated as Section 32-A, is hereby inscrted, (o rep

as follows.

SEC. 15-B. ROLE OF THE COOPERATIVE DRVELOPAMENT
AUTHORITY OVER ELECTRIC COOPERAITVIS. — THE (DA =HAIL
SERVE AS A REGISTRY OF ELECTRIC CJOOPERATIVES THE
RESOLUTION OF INTRA-COOPERATIVE DISPUTES INVOLVING THE
OPERATIONS AND FINANCIALS OF ELECTRIC COOPERATIVES,
INCLUDING MANAGEMENT CONCERNS RELATED THERETO,
SHALL REMAIN WITH THE NEA.

SEC. 13 A new section, to be designated as Section 32-B, 15 hereby inserted to read

as follows:

SEC. 32-B. INCENITVES OF ELECTRIC COOPERATIVES. -
CONSISTENT WITH THE DECLARED POLICY OF THIS ACT,
ELECTRIC COOPERATIVES WHICH COMPLY WIT11 THE FINANCIAL
AND OPERATIONAL STANDARDS SET BY THE NEA SHALL ENJIOY
THE FOLLOWING INCENTIVES.

{a) TO BE ENTITLED TO CONGRESSIONAL AILOCATIONS,
GRANTS, SUBSIDIARIES AND OTHER FINANCIAL ASSISTANCE
FOR RURAEL ELECTRIFIC ATION;

ib}) TO  AvALL  OF PREFERENTIAL RIGHTS GRANTED TO
COOPERATIVES UNDER REPUBIIC ACT NO. 7160 OTHERWISE
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KNOWN AS THE LOCAL GOVERNMENT CODE, AND OTHER
RELATED LAWS: AND,

{c) TO RECEIVE, ALL SUBSIDIES, GRANTS, AND OTHER
ASSISTANCE WHICH SHALL FORM PART OF THE DONATED
CAPITAL AND FUNDS OF THE ELECTRIC COOPERATIVES, AND
AS SUCH, IT SHALL NOT BE SOLD, TRA._D__ED NOR BE. TKVIDED
INTO SHARE HOLDINGS AT ANY TIME;___:THESE DONATED
CAPITAL/FUND SHALL BE APPRAISED AND VALUED FOR THE
SOLE PURPOSE OF DETERMINING THE EQUITY,
PARTICIPATION OF THE MEMBERS: PROVIDED, THAT IN CASE
OF DISSOLUTION/CONVERSION OF THE ELECTRIC
COOPERATIVE, SAID DONATED CAPITAL SHALL BE SUBJECT
TO ESCHEAT.

AS A FURTHER INCENTIVE, THE NEA MAY PRIOTITIZE THE
GRANT OF INCENTIVES IN FAVOR OF ELECTRIC COOPERATIVES
THAT COMPLY WITH ITS MANDATES AND DIRECTIVES OR ARE
MANAGED EFFECTIVELY AND EFFICIENTLY .

CHAPTER IV — FINAL PROVISIONVE:
SEC. 14. A new section, to be designated as Section 64-A, 1s hereby inserted,

20 as follows.

SEC. 64—1*;[. RUALES AND REGUHATIONS. — WITHIN SIXTY (60)
DAYS FROM THE EFFECTIVITY OF THIS ACT, THE DOE SHALL, 1IN
COORDINATION WITH THE NEA AND THE CDA, AND AFIER THE
CONDUCT OF PUBLIC HEARINGS, 1SSUE SUCH RIILES AND
REGULATIONS AS MAY BE NECESSARY TO IMPLEMENT THIS ACT.
SEC. 15 A new section, to be designated as Section 64-B, is hereby mserted,

27 as follows:

SEC. 04-B. PENALTIES — ANY PERSON WHO WILLFULLY
VIOLATES ANY RILE OR REGULATIONS PROMULGATED
PURSUANT TO THE AUTHORITY GRANTED IN THIS ACT SHALL,
UPON CONVICTION, BE PUNISHED BY A FINE NOT LESS THAN
FIFTY THOUSAND PESOS (P50,000.00y BUFT NOT MORE THAN FIVE
HUNDRED T'HOUSANIY PESOS {(P500,00G.00) OR BY IMPRISONMENT
OF NOT LESS THAN SIX (6) MONTHS BUT NOT MORE THAN ONE (1)
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YEAR, OFR BOTH, AT THE INSCRETHON OF THE COURT: PROVIDED .
THAT IF THE VIOLATION 1S COMMITTED BY A JURIDICAL
PERSON, THE PENALTY HEREIN SHAL]1l BE IMPOSED UPON THE
OFFICIAL AND/OR EMPLOYEE THEREOF RESPONSIBLE FOR THE
VIOLATION: PROVIDED, FURTHER, THAT IF THE VIOLATION IS
COMMITTED BY A GOVERNMENT OFFICIAL. OR EMPLOYEE.
INCILUDING THOSE IN GOVERNMENT-OWNNED DR-CDNTT{DLLED
CORPORATIONS, HE SHALEL, TN ADDITION 10 ™IIE PENALTY AS
PROVIDED HEREIN, BE SUBJECTED TO ADMINISTRATIVE
DISCIPLINARY ACTION.

SEC. 16, Repealing Clawse. - Any provision of law, presidential decree, exceann
order. ar riles and reyulations inconsistent with the provisions of this Act or with the nife-
and regulations issued pursuant thereto is hereby repealed or moedified accordinzly.
SEC. 17. Separabifity Clanse. — 1f any provision of this Act is declared invalid .
unconstitutional, the other provisions not affected thereby shall remain valid and subsisting

SEC. 18, E}fecffmy_ - This Act shall take effect immedialely upon its publicarion &

&l least Two (2) newspapers of general circulation.

Approved,
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