MALACANANG
MANIEA
8Y THE PRESIDENT OF THE PHILIF PINES

EXECUTIVE ORDER MO. 510~ 1

AMENMDING EXECUTIVE ORDER NO. 590 DATED} 15 DECEMBER 2006 ON
THE DEACTIVATION OF THE ARMED FORCES OF THE
PHILIPPINES RETIREMENT AND SEPARATION BENEFITS SYSTEM
BY 31 DECEMBER 2006, DIRECTING 1HF TRANSFER ' OF ITS
ASSETS IN TRUST TO A GOVERNMENT FIMANCIAL INSTITUTION,
AND FOR OTHER PURPOSES

WHEREAS, the Armed Forces of the Fhifippi u*-e “AFP™ Relirement And
Separalion Benefits System {RSBE") was establisher) under Presic lential Decree
Now 351 (PR 361) ssued on 30 December 1973 to prowicle for a fune ling system
for the payment of retirvement and separation I‘“Pnﬂf s pravided under existing
laws o military personnel of the AP,

WHEREAS, under Seclion 5 of PD 361 1 amended by Presidantial
Decree No. 1656 issued an 21 Docermber 1978, the funds of RSES =hall
allowrd to grow 6 be able to previde perpetusity the fund requiremient
neces=ary e cover the retirement and separatio. benefits due  to mititary
personnel on a self-sustaining basis: Provided, that prgr to the time wiien
perpetual seif-sufficiency af the funde of the RSES e attained as determined by
actuprizl evaluation, the yeatly requirement for retirement and separation
berefits of military persannel as provided under avig Hng laws shail be funded
att of thie annual approprations far Lhe AFP:

WHEREAS, based on the earlier evaluation i . study of the actuarial life
anc financial status of RGBS, It was projected to attan self-sufficiency hy the
yes: 2058 and Is projected to have an actuaria! e of 37 yvears or until the yenr
2080

WHEREAS, afler 201 exhaustive sludy ang evaluation of tha present

lnanciat and actuarial status of RSES, g Sacrdtaries of 1‘i1r—~ L‘}Erjc1rt;11E!zt o
National Defense (DMED, Depar I| ent of Finance (DOFY, and l. Separtment of
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af the PHY ﬂrm*q (CSARD), have ity reECormmended U.-t? deactivaticon and
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members and the country,

WHEREAS, in arder to ensure that the funds of RG2S shall he preserved
far the refund of the contributions of members and to meet all other obligations
of R535 as they become due, it ¢ nacessary o deactivate the operations of
RSES inan efficient and orderly mianner;

WHEREAS, there is a need to amend Executive Order No. 590 daled 15
Dacamper 2006 to further Rasten the accomplishment of the abiectives of the
deactvation of the RSES,

NOW, THEREFORE, I, GLORIA MACAPAGAL-ARHD?U, Prosident of
the Fapublic of the Philippines, oy virtue of the powears vested in me Dy taw, do
herely order;

S5ECTION 1. Deactivation of the Armed Forces of he
FPhiliipines Relirement and Separation Benefits System. — The frmed
Forces of the Philippines Retirement and Separation Benelits System, is hereby
deachvated, effective 31 December 2006.

SECTION 2. Creation of the Cabinet Oversight Commitice, - A
Catioet Qversight Committes is hereby created composed af the Seécretary of
National Defense, the Secrstary of finance, the Secretary of Budget sod
Management, and a representative from the Office of the President as
degigrated by the Presidert (heremnafter referred to as COCT). The €OC shall
exercise oversight function an the final liquidation of assets and liahilities of the
RSES. the winding-down of its Gperatians, and the retirament and separation of
its persaonnel, in accordance with existing iaws, rules and regulations, as well as
the cuidelines set forth in this Executive Order:

SECTION 3. specific  Guidelines  for  the Peactivation,
Liguidation and Winding Pown of RSES. — The deactivation of RSBS,
particularly with respect to e liquidation of its assets and iabilities, as well as
the winding-down of its eparations, shall bo subject to the fallowine guidniines:

3.1 Due Diigence of RSBS and its Subsidiaries. — Tn order to accura tely
: determine the financal condition of RSBS, mcluding all of s
Subsidiaries, particularly with respect to the actual value of its assots
and extent of its liabilities for purposes of liquidation, a due diligenge
review of the books of RSBS and its Subsidiaries shall be conducta!:
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3.2 Transfer of Assets (o 3 Government Financial Institution Preparatony
to Liquidation and Winding-Down. — Upon determination of the net
asset value of RSES and ils Subsidiaries, all the assefs-of the BSES
and its Subsidiaries shall Be transferred w a Government Financial
Institution -fGFI) determined by the COC (hereinafter referred to as
the “GFI Trustea"), for programmed liquidation as necessary unlil all
RSES assets are exhausted:

3.3 Tvust Accaunt — The proceeds of the sale or liquidation of the
transferred  assets and other existing funds of RSBS and its
Subsidianes shali, togethar with all the mandatary conlribulions of
military personnel collected by the AFP as prescribed under Section
¢ ot P> 381 consisting of five percent (5%) of their manthly base
pay shatl be remitted to a Trust Account to he established by the GFI
Frustee for the purpase;

3.4 Profossional Trist Managemen! of Members’ Contributions. — The
Funds in the Trusl Account referred to in Soection 3.3 hereof shail be
placed under professional tryst management of the GFT Trustee, or
such other professional fund manager to be appraved by the Cabinet
Oversight Committes, subject o such investment guidelines as may
be prescribed in the rules and regulations to be jointly iscued by the
DND, DOF and DBM 1o implement this Executive Order;

b Return of Members? Contributions. — The contributions of its
membiers shall be returned to them in aecordance with existing laws
plus Interest of six percant (6% ) upon the retirement of ity membears
to be paid from the funds in the Trust Account established under
Section 3.3 hereof and shall be quarantesc by the Nalional
Governmoenl.
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SECTION 4, Separation of RSHS Personnel — Al officers and
emplovees of RSBS and its Subsidiaries aifected by the deactivation of (he RSRS
shall be retired or separated from the service in accordance with existing laws,

SECTION 5. Assistance by the Government Corporate
Courrsel — The Office of the Government Corporate Counsel (OGEE) is hereby
directed to provide all the NECessary zssisiance to the Cabinet Oversight
Committee and/or any of its agencies relating to the deactivation of the RSBS as
directs4d herein,
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SECTION 6. New Philippine Military Retirement Sysiem. - The
DN is hereby directad to tomplete the study-and Prepare a proposed fegislation
that shall establish and set Up a naw retirement and pensien sysiem far military
persarnel which shall provide amang others strict guidelines on the Sraanization
and powers of its Governing Board in accordance wrth the best praclices in goo
gOvEInance and provide clear investment Parameters that its Governing Board
can bz allowed to undertake in the course of the management of its funds.

SECTICN 7. Reapeal A arders, i1ssuances and regulations or parts
thereof, which are inconsistent with this Executive Order are nereby revoked or
modified accordingly.

SECTION 8. CfHfectivity. - This Executive Order shall take effect
Immiediatedy,

DONE in the City of Manila, thisdistday of January in the vear of our Lord
Twio Thousand and Sever,
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By t4 President:
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EDUARDO R, ERMITA
Exccutive Secretary
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