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13 October 2015

MEMORANDUM

T0 : ATTY. HERNANDO T.CABRERA %" 22 & aa§

Corporate Secretary 4 pn
§
Subject ; LRTA Revised Manual on Corporate Govemance

This is to fumish your office with a copy of the approval of the LRTA Revised Manual on Corporate Govemance

issued by the Governance Commission for GOCC's (GCG) dated October 6, 2015. With the approval of the revised
Manual on Corporate Governance, may we point out the need for the following:

» Review and amendment by the LRTA Board of Directors of the By-Laws in so far as the provisions that were
affected by the approved Revised Manual

» Compliance of requirements by the Corporate Secretary, Members of the Board and Management as set
forth in the Manual. :

For your information and appropriate action.

QOIC, Planning Department

Ce: Adminiswrator Honorito D. Chaneco

Address:
Administration Bldg, LRTA Compound Autora Bhvd., Pasay City, M.M., Republic of the Philippines
FAX 831-6449 » Telex 64614 LRT PN * Phones: 853-0041 to 60 / 832-0423 / 832.0432 / 831-4784 / 831-9707 / 833-2466

My, PLD 09
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6 October 2015
T
Proa e gl R,

HON. JOSEPH EMILIO A. ABAYA ol e AR
DOTC Secretary and Chairman R A H\‘
HON. HONORITO D. CHANECO WL ey s g
Administrator ?%r\\\ ‘H bees SN J‘n !
LIGHT RAIL TRANSIT AUTHORITY (LRTA) PO LA e A

Administration Building, LRTA Compound . e
Aurora Blvd., Pasay City, Metro Manila R

RE : LRTA REVISED MANUAL ON CORPORATE GOVERNANCE
=21 REVISED IMANUAL ON CORPORATE GOVE

Dear Secretary Abaya and Administrator Chaneco,

Formally contained in this letter is the

CORPORATE GOVERNANCE of the LIGHT RAIL TRANSIT AUTHORITY (LRTA) submitted to
the Governance Commission in your letter dated 28 May 2015," without any
indication that the Manual was duly approved by the LRTA Board.

evaluation of the ReVISED MANUAL ON

We note that in the Revised Manual on Corporate Governance, LRTA reflected
efforts to adopt the directives of the

Governance Commission contained in our letter
dated 24 April 2015 to:

1. Amend Section 3.3. (Pre
who shall automaticall
Chairman:

siding Officer) to state that it is the Vice-Chairman
Y preside at board meetings in the absence of the

2. Adopt Section 49, Chapter 10
and Section 11 of GCG Me
Multiple Board Seats:

, Book 1V of the Administrative Code of 1987
morandum Circular (M.C.) No. 2012-07 on

3. Adopt GCG Memorandum Circular (M.C.) No. 2014-

03 (Re-Issued) to its
Annual Performance Evaluation of the Board:

4. Revise the CSR Section to comply with Section 35 of GCG M.C. No. 2012-
07; and

5. Provide a Formal Charter of Expectations to be signed by each Director as
part of the Disclosure and Transparency Requirements provided under

Section 42 (b) of GCG M.C. No. 2012-07 or the Code of Corporate
Governance.

The Governance Commission hereb
on Corporate Governance as full co

under GCG Memorandum Circu

Y accepts the submitted Revised Manual
mpliance with the Good Governance Conditions

lar No. 2013-05 (Re-lssued) (2013 Interim

'Formally received by the Commission on 29 May 2015.



Performance-Based Bonus [PBB]) and GCG Memorandum Circular No. 2013-06
(Re-Issued) (Interim Performance-Based Incentives [PBI]).

Relative to this, please provide us with a copy of the same, as duly approved
and adopted by the Governing Board of LRTA, to serve as proof that it has become

an official and legally binding document to the LRTA Board, Management and
Employees. _

FOR YOUR INFORMATION AND GUIDANCE.

Very truly yours,
B‘;» AUTHORITY OF THE CQMMISSION

CESAR L. VILLANUEVA

Chairman
MA/ANGELAE. IGNACIO RAINIER B. BUTALID
C#mmissioner Commissioner



(12 May 2015
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WHEREAS, it is a State declared policy of treating Government-Owned or —Controlled
Corporations (GOCCs) as significant tools for economic development and the mandated
obligation of the State to ensure that the govermnance of GOCCs is carried out in a transparent,
responsible and accountable manner and with the utmost degree of professionalism and
~ effectiveness through and under the goveming boards which are competent to carry out their

functions, fully accountable to the State as its fiduciaries and always acting for the best interest of
the State; !

WHEREAS, the Light Rail Transit Authority; interchangeably referred to in this Manual as
the “LRTA" or “Authority,” is a GOCC created by virtue of Executive Order (EO) No. 603 dated 12

July 1980, as amended by EO No. 830 dated September 1982, and EO No. 240 dated 07 July
1987,

WHEREAS, pursuant to Republic Act (RA) No. 10149, the Govemance Commission for
GOCCs (GCG) Memorandum Circular No. 2012-07 and GCG Memorandum Circular No. 2013-05
(Re-Issued), the LRTA through its governing board, shall submit o the GCG its Manual of
Corporate Governance which would constitute as an organic document for the Authority;

WHEREAS, the LRTA's Manual of Corporate Governance is aligned and consistent with
the goals and targets of the Philippine Development Plan (PDP) on Good Governance and the
Rule of Law, particularly ensuring effective, transparent and accountable delivery of public
services and the promotion of anti-corruption efforts.2 This Manual of Corporate Governance of

LRTA also aims to supplement and complement the LRTA Charter by setting forth principles of
good governance and transparent governance.

NOW, THEREFORE, the LRTA through its Board of Directors, hereby formally
promulgates and implements this Manual of Corporate Governance of the Authority as follows:

ARTICLE 1
DEFINITION AND INTERPRETATION

Section 1.1. Definition of Terms. For this Manual, the definition of terms under Section 1
of the Code of Govemance for Government-Owned or -Controlled Corporations (GOCCs) per
GCG Memorandum Circular No. 2012-07 shall formally be adopted by LRTA, incorporating some

changes, where appropriate. Unless otherwise provided elsewhere in. this Manual, the following
terms shall mean as follows:

“Act,” as referred to in this Manual, refers to the Republic Act No. 10149, officially known as the
*GOCC Governance Act of 2011.”

“Appointive Directors” refer to all membess o

8. Board of Directors who are not ex officio
members thereof.

“Board Officers” refer to Officers whose primary task is\to serve the Board or to pursue the
immediate functions of the Board, such as the Chairman, w
Officers, or his Alternate, the Vice-Chairman, the Co porale Se

etary -amd € Compliance
Officer, who must all be Filipino Citizeks. et
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'GCG Memorandum Circular No. 2012-07. Ok ‘
2Philippins Development Plan (PDP) Chapter 7: Guod Governance and Ri le of Law. T
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“Board of Directors” or “Board” or “Governing Board” or “LRTA Board” refers to the
collegial body that exercises the corporate powers, conducts all business and controls or holds all

property of the LRTA, whether it is formally referred to as the “Board of Directors” or some other
term in its Charter or By-laws.

“By-laws” refers to the basic instrument adopted by LRTA for its internal ‘government, and to
regulate the conduct and prescribe the rights and duties of its members towards itself and among
themselves in reference to the management of its affairs.

“Charter” refers to the formal act of creating LRTA and defining its franchise, which is through
Executive Order No. 603, signed on 12 July 1980 by the then President Ferdinand E. Marcos, as
amended by EQ No. 830 dated September 1982, and EQ No. 210 dated 07 July 1987.

“Chartered GOCC" refers to a GOCC, including a GF), created and vested with functions by a
special law.

“Charter Statement” refers to a statement of the LRTA's vision, mission and core values.

“Chief Executive Officer (“CEQ”) refers to the highest ranking corporate executive, who is the
Administrator of LRTA.

“Code of Corporate Governance or “Code” refers to the Code of Corporate Governance for
GOCCs promulgated by the Governance Commission for Government-Owned or ~Controlled
Corporations {(GCG) under GCG Memorandum Gircular No . 2012-07 and approved by the
President of the Philippines on 28 November 2012.

“Confidential Information” refers to all non-public information entrusted to or obtained by a
member of the Board or Officer by reason of his/her position as such with the LRTA. It includes,

but is not limited to, non-public information that might be of use to competitors or harmful to its
customers/stakeholders if disclosed, such as:

1. non-public information about the LRTA's financial condition, prospects or plans, its
marketing and sales programs and research and development information, as well as
information relating to mergers, acquisitions and similar transactions;

2. non-public information conceming possible transactions or ventures with other

companies, or information about suppliers, business partners, or any information that
the LRTA is under obligation to keep confidential: and

3. non-public information about internal discussions, deliberations and decisions,
between and among Directors and Officers.

“Corporate Governance” refers to: 1.) “a system whereby shareholders/equity holders, creditors
and other stakeholders of a corporation ensw€ that ™ anagement enhances the value of the
corporation as it competes in an increasingly/Global marketplace:" or 2.) "the framework of rules,

systems and processes in the corporation tifat govems the performance by the Board of Directors
and Management of their respective j

stakeholders.™

“Director” refers to any member of the Governing Board-o

to as the “Board of Directors” or some other term in its tos et THRE
o N FEREATHRY

o nlered

L e LR A
P TR
3SEC Memorandum Circular No. 2, series of 2002
*SEC Memorandum Circular No. 6, Series of 2009

|
|
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“Ex Officio Board Member” (“Ex Officio Director”) refers to any individual who sits or acts as a

member of the Board of Directors by virtue of one’s title to another office, and without further
warrant or appointment.

“Executive Officer” (“Officer") refers to the Administrator, who is the highest ranking officer in
the LRTA, the Deputy Administrators and such other corporate officers of the LRTA as expressly
provided for in its Charter or By-laws and in this Manual. As distinguished from Board Officers,
Executive Officers primarily form part of the LRTA Management.

“Fit and Proper Rule” refers to a set of standards for determining whether a member of the

- Board of Directors or the Administrator is qualified to hold a position in LRTA which shall include,
but not be limited to, standards on integrity, experience, education, training and competence, as
such standards are set forth under GCG Memorandum Circular No. 2012-05.

“Government Agency” refers to any of the various units of the Government of the Republic of

the Philippines, including a department, bureau, office, instrumentality or GOCC, or a local
government or a distinct unit therein.

“Government Instrumentality with Corporate Powers” (“GICP") "Government Corporate
Entity” (“GCE”) refers to an instrumentality or agency of the government, which is neither a
corporation nor an agency integrated within the departmental framework, but vested by law with
special functions or jurisdictions, endowed with some if not all corporate powers, administering
special funds, and enjoying operational autonomy, usually through a Charter,

“Government-Owned or -Controlled Corporation” (“GOCC") refers to any agency organized
as a stock or non-stock corporation, vested with functions relating to public needs, whether
governmental or proprietary in nature and owned by the Govemment of the Republic of the
Philippines, directly or through its instrumentalities, either wholly or, where applicable, as in the
case of stock corporations, to the extent of at least a majority of its outstanding capital stock. The
term includes Government Instrumentalities with Corporate Powers (“GICF"), Govemnment
- Corporate Entities (“GCE") and Government Financial Institutions {“GF.
“Management” refers fo the body given the authority, in accordance with the LRTA Charter, to

implement the policies determined by the Board in directing the course and business activities of
the LRTA. :

“Material Information™ (“Material Fact”} refers to any fact or information that could result in a
change in the market price or financial and operationaf condition of LRTA, or would potentially
affect the investment decision of an investor in LRTA or would potentially affect the financial

condition, safety and security of LRTA’s passengers, officers, employees and its other
stakeholders.

“Muitiple Board Seats” refer to more than o (2) dther Board seats held by an Appointive
Director in other GOCCs, Subsidiaries and/or affiliates.
“Non-Stock GOCC"” refers to a Charfered or Non-cha

red GOCC which has no equity
represented by shares of stock.

LAY
"’fi.i. E}F!‘}_:"ﬁi H‘»‘Ji* M P\‘E 5bN\
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- “Per Diems” refer to the compensation
actual attendance in meetings.
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“Performance Evaluation for Directors (PED) measures the overall performance of both Ex
Officio and Appointive Directors within the PED period based on the set criteria prescribed by the
GCG per RA. No. 10149, GCG Memorandum Circular No. 2012-07, and GCG Memorandum
Circular No. 2014-03 (Re-Issued) dated 30 January 2015.

“Performance Evaluation System” (“PES") refers to the process of appraising the
accomplishments of LRTA, its Directors, Officers and employees, in a given fiscal year based on
set performance criteria, targets and weights.

“Performance Scorecard” refers o a governance and management tool forming part of the
performance evaluation system which consists of a set of measures, targets and initiatives that
facilitate the achievement of breakthrough results and performance through the effective and
efficient monitoring and coordination of the strategic objectives of the LRTA.

“Public Officials” or “Public Officers” refer to elective and appointive officials and employees,
whether permanent or temporary, whether in the career or non-career service, whether or not they
receive compensation, regardless of amount, who are in the National Government, and all other
instrumentalities, agencies or branches of the Republic of the Philippines, including government-
owned or -controlled corporations, and their subsidiaries.

“Stakeholder” refers to any individual or entity for whose benefit the LRTA has been constituted,
or whose life, occupation, business or wellbeing is directly affected, whether favourably or
adversely, by the regular transactions, operations, or pursuit of the business or social enterprise
for which the LRTA has been constituted, and which would include concemed units and
instrumentalities of the Goverment of the Republic of the Philippines or other investors in the
LRTA, Board Members, Management, employees, passengers, concessionaires, suppliers,
contrators, creditors or the community in which the LRTA operates.

“Strategy Map” refers to an integrated set of strategic choices or objectives drawn by the
governing body, the successful execution of which results in the achievement of the LRTA's vision
in relation to its mission or purpose for having been created.

“Supervising Agency” refers to a government agency to which LRTA is attached to for purposes
of policy and program coordination and for general supervision.

Section 1.2. References to the Masculine Gender and Feminine Gender. Al gender

references in the salient provisions of this Manual shall cover both the masculine gender and the
feminine gender.

Section 1.3. Coverage. This Manual shall be observed by the Board of Directors,
Management and afl employees of the Light Rail Transit Authority.

COMMITMENT TO THE PRINCIPLES OF GQOD CORPORATE GOVERNANCE

Section 2.1. LRTA as an Active Partner of the Sovernment in National Development.

The corporate form of organization, when utilized judiciously\is-an-insfitdtional form through which 1

the government may participate in ecoriomic and social dey pment: As Silch, ‘he LRTA s__tgaiiji‘;g:, “
perform its functions as an active parther of the goberfifient 'in national development. Stich \
functions include the delivery of public s eicas fhe production” and/or creation of.., i

i

e
B
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Section 2.2. Goveming Principles of G(.JOO' Corporate Governance of LRTA. The
corporate governance framework for the LRTA shall be govemed by the following principles:5

1. The LRTA shall promote transparency, accountability and faimess, and its business
shall be conducted strictly in accordance with the rule of law and shall be supportive
of the primary goals and objectives of the govemment.

2. Timely and accurate disclosure shall be made on all material aspects and

development of the LRTA, including its financial condition, performance, ownership
and governance.

3. The strategic guidance of the LRTA shall be in accord with the objective set by the
government, the effective monitoring of Management by the Board, and the Board's
accountability to the corporation, the government and other stakeholders.

4. Active cooperation between the LRTA and its stakeholders in creating wealth, jobs
and the sustainability of a financially sound enterprise shall be encouraged

Section 2.3. Commitment to Institutionalize the Principles of Corporate Governance.
The LRTA commits to institutionalize the principles of good corporate governance in the entire
organization. The Board of Directors, Management and employees of the LRTA equally commit to
the principles and best practices of governance contained in the Code and in this Manual and
acknowledge that this document will serve as guide in the achievement of its corporate goals.

Section 2.4, Promotion of Corporate  Govemance. The Board of Directors,
Management, and employees believe that good corporate govemance is an integral component of
sound strategic business management and of transparency and accountability in public corporate

governance, and will, therefore, undertake continuing efforts necessary to create awareness ‘
within the Authority.

ARTICLE 3
THE BOARD OF DIRECTORS

Section 3.1. LRTA Board Directly Vested with Comorate Powerst The Board of
Directors is vested directly by law with the legal capacity and authority to exercise all corporate
powers, conduct all mandated business, and to hold all the properties of LRTA. As such, the
Board is primarily responsible for the govemance of the LRTA. Consequently, it is the Board and

not Management that is primarily accountable to the State for the operations and performance of
LRTA. |

Section 3.2, Composition of the LRTA Board. The LRTA Charter provides that the Board
shall have nine (9) members which shall beTomposed of a Chairman, seven (7} ex-officio
members and one (1) representative fromthe private séstor to be appointed by the President. The
Secretary of the Department of Tranéportation and Opmmunications (DOTC) shall be the
Chairman. The Secretary/Chairman/Administrator of the foljlowing executive departmentsioffices
shall be the ex-officic members: DPepartment ;of Finance (DOF), Natiefrat—E¢onomic and

AT T e e Y

] TRy = 5 @ ' ;
bl X F1ED | “Z!n n TERATIONS 4.
*Republic Act No. 8799 of the Securities Reg\lation Codelpf 2004 'Em! imaﬁnmﬁtbﬁhihﬁs Bhbsion (SEC) issued§
Memorandum Circular No. 0202 dated 5 April 2002 providing for & Goler of (Pdrichty G e, for corperatipns whose securities are &
registered or lisled, corporations which are guarantees  of pewulyiosi 1 Sacondary ranchish fror the SE . ahdPublc ,eogwﬁﬁeﬂﬁﬂé
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Development Authority (NEDA), Department of Public Works and Highways (DPWH), Department
of Budget and Management (DBM), Land Transportation Franchising and Regulatory Board
(LTFRB), Metropolitan Manila Development Authority (MMDA) and LRTA .7

In accordance with the Code of Corporate Gavernance for GOCCs of 2012, the Chairman
of the Board shall be considered the “Head of Agency” of LRTA, for legal purposes.

Section 3.3. Presiding Officer. The Vice-Chairman, who shall be the LRTA
Administrator, shall automatically preside in all board meetings in the absence and upon
~ instruction of the Chairman or his Altemate per Section 15.2, Title ii, GCG M.C. No. 2012-07.

The corresponding amendment of the LRTA By-laws shall be made to provide for the
appointment/designation of a Vice-Chairman and such other Board Officers named in the Code.

Section 3.4. Ex Officio Afternates. The officials next in rank to and/or such officials duly

designated by the ex-officio members shall serve as altemate members. The acts of aitemnate
members shall be considered the acts of their principals.8

Section 3.5. Appointment and Term of Office of Appointive Directors. Al appointive
Directors shall be appointed by the President of the Philippines from a shortlist prepared by the
GCG.® Each Appointive Director shall serve for one {1) year, unless sooner removed for cause;
provided, however, that each Appointive Director shall continue to hold office until the successor
is appointed and qualified."® An Appointive Director may be nominated by the GCG for re-
appointment by the President only if one obtains a performance score of above average or its
equivalent or higher in the immediately preceding year of tenure as Appointive Director based on
the performance criteria for Appointive Directors adopted for the LRTA.1 Appointment to any
vacancy shall only be for the unexpired term of the predecessor and said appointment to fill such
vacancy shall be in accordance with the manner provided for in the Act.

Section 3.6. Multiple Board Seats. The capacity of Appointive Directors to serve with
diligence shall not be compromised. As such, no Appointive Director of LRTA may hold more than
two (2) other Board seats in other GOCCs, Subsidiaries and/or Affiliates, from which he/she may
receive compensation inclusive of histher primary position, at any given time.

Section 3.7. Mandate and Responsibility for the LRTA’s Performance. The Board is
primarily responsible for providing policy directions, monitoring, and overseeing LRTA
Management actions.’2 As articulated in the LRTA Charter and consistent with other relevant
legislation and government rules and regulations, these responsibilities include the following:

1. Provide the corporate leadership of LRTA, subject to the rule of law and the
objective_s set by the government and in accordance with the LRTA Charter.

2. Foster the long-term success of LRTA, ensure the provision of excellent rail transport

services and always uphold the best interest of LRTA, the public and other
stakeholders.

3. Establish the LRTA's vision a mission, stralggic objectives, policies and
procedures, as well as define the ¥RTA’s values and standards through:

- CERTIFIEDR TRUE COPY.
TEQ 603, as amended by EO 210 E NOT VALID Y LALIERATIONS |
BSec. 14, R.A No. 10149; Sec. 10, GCG Memorandum Circular 1 : ' SN
%Sec.15, RA No. 1014; Sec. 12, GCG Memorandum Circular No, 201207 || e e AR
%Sec. 14, RA No. 10149 _ | Qb1 i FDRETARY
""Sec. 17, R.A No. 10149; Sec. 14(c), GCG Memorandum Circular No.2012-1 h
25ec.7, GCG Memorandum Circular No.2012-07 ] [_\'”' V HI :\! ﬁ:,&g a&! U G l & ’{i f} 5‘;{ "_\) fJ\
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a. Charter Statements;

b. Strategy Maps; and

¢ Other control mechanisms mandated by best business practices.
4. Carry out the mandate of the LRTA as provided in its Charter.

5. Comply with reporforial requirements, as required in the LRTA’s Charter as well as
applicable laws, rules and regulations.

6. Ensure the presence and adequacy of internal control mechanisms for good
governance such as, but not limited to:

a. Ensuring the presence of organizational and procedural controls, supported by an

effective management information system and risk management reporting
system;

b.  Determining the organizational structure of the LRTA, defining the duties and
responsibilities of its officials and employees and adopting a compensation and

benefit scheme for the same subject to applicable laws, government rules and
regulations on this concern;

c. Ensuring that personnel selection shall be on the basis of merit and fithess and

that all personnel action shall be in pursuance of the applicable laws, rules and
regulations; ’

d. Acting as an effective and independent check on Management;

e. Enforcing the internal audit function; and

f. Ensuring the presence of, and regularly reviewing, the performance and quality of
external audit.

7. Determine important policies that bear on the character of LRTA, including the
identification of key risk areas and performance indicators and monitoring these
factors with due diligence, with a view towards enabling LRTA to anticipate and
prepare for possible threats to its operational and financial viability 13

Section 3.8. Specific Functions of the Board for Corporate Governance. In addition to
the duties and functions required from the Board in the LRTA Charter and By-laws, the Board
- shall perform, among others, the following functions:!4

1. Meet regularly, ideally at leagt once evely month, to properly discharge its
responsibilities, with indepengént views exprégsed during such meetings being

given due consideration, and/that all such meetijgs shall be properly documented
or with minutes.1

2. Determine the LRTA's purpgse and value, as well as\provide and adopt sound. written. ..
policies and strategic guidefines on the LRTA's opetating budget and major capital
expenditures, among others,Npcludingfthe gk anagémbain Bolicits iid pfogramsYin o

W T HERAS RN 00 AL TERATIONS ®

1Sec. 7(c), GCG Mermorandum Clrcutar No. 2012 -07
145ec. 8, GCG Memorandum Circular No,2012-07
9Sec. 8 (a), GCG Memorandum Circular No.2012-07, p7
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order to ensure that LRTA survives and thrives despite financial crises and its assets
and reputation are adequately protected.'s

3. Monitor and evaluate on a regular basis the implementation of corporate strategies

and policies, business plans and operating budgets, as well as Management's over-
all performance to ensure optimum results."?

4, Adopt a competitive selection and promotion process, a professional development
program, as well as a succession plan, to ensure that the Officers of LRTA have the
necessary motivation, integrity, competence and professionalism. 8

5. Monitor and manage potential conflicts of interest of Directors and Management,
including misuse of corporate assets and abuse in related party transactions. 9

6. Implement a system of internal checks and balances, which may be apblied in the

first instance to the Board; and ensure that such systems are reviewed and updated
on a regular basis.?

7. Ensure the integrity of the LRTA's accounting and financial reporting systems,
including independent audit, and that appropriate systems of control are in place, in
particular, systems for risks management, financial and operational control, and
compliance with the law and relevant standards 21

8. Identify and monitor, and endeavor to 'provide appropriate technology and systems for
the identification and monitoring of key risks and key performance areas 22

9. Adopt, implement and oversee the process of disclosure and communications.23

10. Constitute an Audit Committee and such other specialized committees as may be
necessary to assist the Board in discharging its functions.2*

11. Conduct and maintain the affairs of the LRTA within the scope of its authority, as
prescribed in its Charter, By-laws, and applicable laws, rules and regulations 25

12. Align remuneration of the Board and key executives with the longer-term interests of
the corporation (subject to the Salary Standardization Law when applicable)

13. Assess, at least annually, its performance and effectiveness as a body, as well as the
various Committees, if applicable, the Administrator and the LRTA itself.

Section 3.9. Specific Responsibilities of the Chairman of the Board. As provided by the
LRTA Charter, the Secretary of the Department of Transportation and Communications shall be
the ex-officic Chairman of the Board. The Chairm the Board or histher Alternate shall
preside at all meetings of the Board and shall rengef advice aad counsel to the Administrator of
LRTA. The responsibilities of the Chairman of the Board or his/her Altemate may include the

183ec. 8(b),GCG Memorandum Circular No. 201207, p8
171q,
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following, but shall not be taken as a comprehensive list of all the duties and responsibilities of the
Chairman:

1. Call meetings to enable the Board to perform its duties and responsibilities.

2. Approve meeting agenda in consultation with the Administrator and Corporate

Secretary and ensure that these meetings are held in accordance with the LRTA's
By-laws.

3. Ensure that the Board performs its duties responsibly while not interfering with the
flow of LRTA’s operations. .

4. Exercise control over quality, quantity and timeliness of the flow of information
between Management and the Board.

5. Assist in ensuring compliance with the LRTA’s guidelines on corporate govermnance.

Section 3.10. Specific Responsibilities of Each Member of the Board of Directors. The
Board of Directors, may undertake for the Authority such actions as are expedient for or
conducive to the attainment of the purposes and objectives of the Authority, or of any purpose
reasonably incidental to or consequential upon any of these purposes in accordance with the
LRTA Charter. In general, each Director shall have the following duties and responsibilities:

1. To conduct business transactions fairly with LRTA ensuring that personal interest
does not affect the Director's independent judgment and the Board's.

2. To devote time and attention necessary to properly discharge the Director's duties
and responsibilities. 2

3. To act judiciously on matters brought before the Board, thoroughly evaluating the
issues involved before making any decision.

4. To exercise independent judgment.

5. To have a working knowledge of the statutory and regulatory requirements affecting
LRTA and its operations, including the provisions of the Charter, Code of Corporate
Governance and other pertinent laws, if applicable, as well as the requirements of
other govemment agencies having jurisdiction over the LRTA.

6. To observe confidentiality on non-public information acquired by reason of histher
position as a Director.

7. To ensure the continuing soundness, effectiveness, and adequacy of LRTA’s control
environment.

Section 3.11. Collective and Indivig the Board Members. Board
members who willfully and knowingly vote or gonsent to patently unlawful acts of the LRTA or who
are guilty of gross negligence or bad faith in/directing the affairs o the corporation or acquire any
personal or pecuniary interest in conflict with their duties as such hembers, shall be liable jointly

and severally for all damages resulting therefrom suffered by the\ LRTA. . its.stakeholdsrs.-and— -

other persons. j R i
FREDY TOUT TRy i
3411 When a Board Member atterr irés! in Violation of his duty, '™ |
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to deal in his own behalf, he shall be liable as a trustee for the LRTA and must
account for the profits which otherwise would have accrued to the LRTA.

3.11.2 The LRTA Board Members shall also be collectively and/or individually liable for

other violations or omissions to carry out their duties, under applicable law, and

shall be subjected to the following fines andfor penaities including but not limited
to:

1. Section 24 on Restitution under RA 10149 (GOCC Governance Act of 2011)

2. Section 11 on Penalties under RA 6713 (Code of Conduct and Ethical
Standards for Public Officials and Employees)

3. Section 3 on Corrupt Practices of Public Officers and Section 9 on Penalties
for Violations under RA 3019 {Anti-Graft and Corrupt Practices Act)

4. Other applicable laws, rules and regulations prescribed by the GCG and
LRTA

Section 3.12.  Functions of the Corporate Secrefary. The Corporate Secretary need not
be a member of the Board. The Corporate Secretary must be a resident citizen of the Phiiippines,

and shall possess organizational and interpersonal skills as well as the legal skills of a Chief Legal
Officer. The Corporate Secretary shall have the following functions:27

1,
2.

Serve as an adviser to the Board members on their responsibilities and obligations.

Keep the minutes of the meetings of the Board, and such other Committees of the

Board in a book or books kept for that purpose, and shall furnish copies thereof to the
Chairman and other members of the Board as approprniate.

Keep in safe custody the seal of the LRTA and affix it to any instrument requiring the
same.

Attend fo the giving and serving of notices of Board meetings.

Be fully informed and be part of the scheduling process of other activities of the
Board.

Prepare an annual schedule of Board meetings and regular agenda of meetings
based on the instructions of the Chairman and in consultation with the Administrator,
and put the Board on notice of such agenda at every meeting.

Oversee the adequate flow of info the Board prior to meetings.

Have such other responsibifties as the Board may,impose upon him. The Board shall
have separate and indeperydent access to the Corporate Secretary.

e,
i
e -

Section 3.13. Compliance Officer. The Board. shal- o'rnr"é'C'drﬁb'ﬁ%"é‘ Officer who

acting through the GCG, to ensure that the LRTA
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and compliance obligations. The Corporate Secretary, who is preferably a lawyer, shall act as
Compliance Officer in the absence of such office or appointment. 2 The duties of the Compliance

Officer are stipulated in this Revised Manual under Section 6.3 of Aticle 6 - Audit and
Compliance.

Section 3.14. Board Committees. LRTA Board shall constitute the proper Committees
to assist them in performing their duties and responsibilities, providing each of the
Committees with written terms of reference, defining the duties, authorities and the
composition of the Committees constituted. The Committees shall report to the entire Board as a
coliegial body and the minutes of their meetings shall be circulated to all members of the
Board. The existence of the Committees shall not excuse the Board of Directors of its

collective responsibility for all matters that are within the primary responsibility and
accountability of the Board. 29

As a minimum, the Board shall be supported by the following specialized committees:30

3.14.1. Executive Committse - The Governing Board may constitute an Executive

Committee composed of not less than three (3) members of the Board, with the
Chairman of the Board being the Committee Chairman.

The Executive Committee, in accordance with the authority granted by the
Board, or during the absence of the Board. shall act by a vote of at least
two-thirds (2/3) of its members on such specific matters within the
competence of the Board as may from time to time be delegated to the

Executive Committee in accordance with the LRTA's Charter, except with
respect to;3t

1. Approval of actions for which shareholder's (i.e., the Government of the
Republic of the Philippines through the Department Secretary who is the
Head of the Government Agency where LRTA is attached andfor the
President of the Republic or his duly designated official who shall act in
his behalf through a Special Power) approval is also required;

2. Filling of vacancies on the Board or in the Executive Committee:
3. Amendment or repeal of By-laws or the adoption of new By-laws;

4. Amendment or repeal of'any resolution of the Board which by its
express terms cannot be amended or subject to repeal

5. Payment of dividends, if any; and

6. Exercise of powers delegg
committees.

3.14.2, Audit Commitiee - The Audil Committee shall donsist of at least three (3)
Directors, whose Chairman should have audit, accounting or finance

#3p¢.15 {15.4), GCG Memorandum Circular No.2012-07, pp 12-43-
BSec.16, GCG Memarandum Circular No. 2012407, p.13.
Wy,
Mg,
32Sec. 16 {16.2), GCG Memorandum Circular No, 2012-07, p. 14,

y the Board as such. The .
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3.14.3.

Overseeing, monitoring  and evaluating the adequacy and
effectiveness of LRTA's internal control system, engage and provide
oversight of the LRTA's interal and external auditors, and coordinate with
the Commission on Audit (COA).

Reviewing and approving audit scope and frequency, the annual internal
audit plan, quarterly, semi-annual and annual financial statements
before submission to the Board: focusing on changes in accounting
policies and practices, major judgmental areas, significant adjustments
resulting from the audit, going- concern assumptions, compliance with
accounting standards, and compliance with tax, legal, regulatory and
COA requirements. '

Receiving and reviewing reports of intenal and extemal auditors and
regulatory agencies, and ensuring that Management is taking appropriate

corrective actions, in a timely manner in addressing control and compliance
functions with regulatory agencies.

Ensuring that internal auditors have free and full access to all the LRTA's
records, properties and personnel relevant to and required by its
function and that the internal audit activity shall be free from interference in

determining its scope, performing its work and communicating its
results.

Developing a transparent financial management system that will ensure the
integrity of intemal control activities throughout the LRTA through a

procedures and policies handbook that will be used by the entire
organization. .

Governance Committee - The Governance Committee shall assist the

Board of Directors in fulfilling its corporate governance responsibilities. The
Committee shall be composed of at least three (3) members of the Board,

and chaired by the Chairman of the Board. The Committee shall be
responsible for the following;33

1. Overseeing the periodic performance evaluation of the Board and its
Committees and Management as well as conducting an annual self-
evaluation of their performance.

2. Deciding whether or not a Director is able to and has been adequately
carrying out hisher duties &8 Diréuior bearing in mind the Director's
contribution and performafice (e.g., csmpetence, candor, attendance,
preparedness and participation). The capacity of Appointive Directors to
serve with diligence shall not be comprorgised. The Code of Comorate
Governance states that no Appointive Director in @ GOCC, Subsidiary or
Affiliate may hold mofe than two (; Board .seats..in-other-6QEECs; ——
Subsidiaries and/or affliates. As emal\guidelines shall,be adt ﬁ_@i\,
that address the competing, t Ritments F1hat fare ‘*facedf(;;tr\gg_
Directors serve on multiple & TUALL \-\';'i'irl;‘_";;“;’._‘f;iii PO ALTERATIONS
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3. Recommending . to the Board regarding the continuing education of
Directors, assignment to Board Committees, succession pfan for the
Executive Officers, and their remuneration commensurate with corporate
and individual performance subject to existing government rules and
regulations for GOCCs on compensation and benefits.

4. Recommending the manner by which the Board's performance may be
evaluated and propose an objective performance criteria to be approved by
the Board. Such performance indicators shall address how the Board will
enhance long-term sharehoider/equity holder value.

3.14.4. Nomination and Remunerations Committee - The Nomination and
Remunerations Committee shall consist of at least three {3) members of the
Board, chaired by any Director who shall be duly selected and appointed by

the LRTA Board to act as the Committee Chairman. The Committee shall be
responsible for the following:34

1. Installing and maintaining a process to ensure that Officers to be
nominated or appointed shall have the qualifications and none of the
disqualifications mandated under the law, rules and regulations.

2, Reviewing and evaluating the qualifications of all persons nominated to
positions in the LRTA which require appointment by the Board.

3. Recommending to the GCG nominees for the shortlist in line with the
LRTA's Board composition and succession plan: and

4. Developing recommendations to the GCG for updating the Compensation
and Position Classification System (CPCS) and ensuring that the same
continues to be consistent with the LRTA's culture, strategy, control
environment as well as the pertinent laws, rules and regulations.

3.14.5. Risk Management Committee - The Risk Management Committee shall
consist of at least three (3) members, with at least one member having a
background in finance and investments, 3 and chaired by any Director who
shall be duly selected and appointed by the LRTA Board to act as

Committee Chairman. The Risk Management Committee shall have the
following responsibilities:

1. Perform oversight risk management functions specifically in the areas
of managing credit, market, liquidity, operational, legal, reputational and
other risks of the LRTA,~and crisjs management, which shall include
receiving from Senjdr Management periodic information on risk
exposures and risk ifanagement activities;

2. Develop the Risk Management Policy of the LRTA, ensuring compliance
with the same apd ensure that the ris management process and
compliance ar¢ embedded throughoul the operations of the LRTA,
especially at the Board and Management ldvels: and
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3. Provide quarterly reporting and update the Board on key risk

management issues as well as ad hoc reporting and evaluation on
investment proposals.

Nothing herein shall preciude the LRTA Board from formally combining the functions of
the committees into such combinations that will best serve the interest of the Authority.

Section 3.15. Fit and Proper Rule. All members of the Board, the Administrator and
other Officers of the LRTA shall be qualified by the Fit and Proper Rule adopted by the GCG in
consultation and coordination with relevant government agency to which the LRTA is attached,

and approved by the President® and shall include by reference the qualifications expressly
provided for in the Charter or By-laws of the LRTA.

Section 3.16. Annual Performance Evaluation of the Board. As a necessary tool in
enhancing professionalism and as a useful incentive for Board members to devote sufficient time
and effort to their duties, the LRTA Board and Management shall observe the systematic
evaluation process as well as the monitoring and reporting requirements defined under GCG M.C,
No. 2013-02 (Re-lssued) or the “Performance Evaluation System (PES) for the GOCC Sector”
dated 24 June 2014 and GCG M.C. No. 2014-03 (Re-Issued) or the “Performance Evaluation for

Directors (PED) in the GOCC Sector” dated 30 January 2015, or as may be updated/amended by
the GCG.

ARTICLE 4
MANAGEMENT

Section 4.1. General Responsibilities of Management. The LRTA Management shall
have the following responsibilities:

1. Stands as the locus of decision-making for the day-to-day affairs of the LRTA. It
determines the LRTA's activities by putting its targets in concrete terms and by
implementing basic strategies for achieving these targets.3” It also puts in place the

infrastructure for the corporation’s success by establishing the following mechanisms
in its organization:38

a. Organizational structures that work effectively and efficiently in attaining the goals
of the corporation.

b. Useful planning and risk management system that asses risk on an integrated
cross- functional approach.

¢. Information systems that are defin

d aligned with an information technology
strategy and the business goals

the corboration.

d. A plan of succession that formalizes the process of identifying, training and
selection of successors in key positions in the dorporation.

2. Primarily accountable to the/ Board for the operatibns of the LRTA. As part of its
accountability, it is obligated to provide_the Boa with-complete—and -adequate

information on the operations, and affairs of the LRTAN a timely m r.33
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Section 4.2. Executive Officers. The Executive Officers of the LRTA are the
Administrator and the two (2) Deputy Administrators, who shall assist the Administrator in
overseeing the corporate affairs of LRTA. Subject to the provisions of the LRTA Charter and By-
laws, the Executive Officers, except for the Administrator, shall be appointed by the Board.

4.21. Administrator. The Administrator shall be elected by the members of the Board
from among its ranks. The Administrator is directly accountable to the Governing
Board, subject to latter's disciplinary powers and may be removed for cause 40 In
addition to the duties imposed on him by the Board, the Administrator shall:

1. Exercise general supervision and authority over the regular course of the

business, affairs, and property of LRTA, and over its officers and
employees. 4!

2. See toit that all orders and resalutions of the Board are carried into effect 42

3. Submit to the Board as soon as possible after the close of each fiscal year,
and to the appropriate oversight agencies, a complete report of the
operations of the LRTA for the preceding year, and the state of its affairs.43

4. Report to the Board from time to time alt matters within his knowledge which
the interest of LRTA may require to be brought to its notice.#4

5. Perform such other responsibilities as the Board may impose upon him.45

4.2.2. Deputy Administrators. The Deputy Administrators shall oversee, direct and

exercise immediate supervision over the functional areas under their supervision.
Likewise, they shall:

1. Advise and assist the Administrator in the formulation and implementation of

rules and regulations necessary fo carry out the objectives and policies of the
Authority concerning the functional areas under their supervision.

2. Develop, recommend and manage the implementation of operating plans,
policies and strategies to ensure efficiency and effectiveness.

3. Conduct/manage consultations and meetings with different Department
Managers and key officers of the LRTA.,

4. Provide technical assistance to the Administrator and the LRTA Board, as
may be requested. |

4.2.3. Other Executive Officers. Thg/other Executive Officers shall be the Chief Finance
Officer and the Corporate Tgeasurer. In the absence of a Chief Finance Officer or
a Corporate Treasurer, /the Deputy Admrvistrator directly supervising the
implementation of financey/functions shall be designated fo act as such.
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1. The Chief Finance Officer shall be responsibie for the following:

a.

Providing Management with accurate, relevant, and timely operating and
financial reports and analysis necessary for financial planning and
strategy formulation, and monitor actual implementation of budgets,
plans and programs towards the achievement of corporate goals.

Maintaining the integrity of accounting records as the basis of the
financial statements and reports provided to Management for decision

making and to government regulatory bodies in compliance with statutory
requirements.

Promoting stakeholders  and public confidence in the LRTA by
addressing their various information requirements and ensuring that all

other legal reportorial obligations to the concemed agencies are
complied with.

Strengthening internal controls by monitoring compliance with policies
and recommending to Management appropriate actions and changes in
systems and procedures in the exigencies of the service.

Perform such other responsibilities as the Board and/or Administrator
may impose.

2. The Corporate Treasurer shall have the following responsibilities:

a.

Deposit or cause to be deposited all monies and other valuable effects in

the name and to the credit of the LRTA in compliance with applicable
laws, rules and regulations.

Regularly and at least quarterly render to the Administrator or to the

Board an account of the status of funds of the LRTA and all of hisfher
transactions as such. ‘

Ensure fund availability on a timely basis and at the most economical
means.

Optimize yields in temporary excess funds.
Provide relevant and timely financial market information.
Ensure appropriate coverage and management risk to resources.

Perform such other resporfSibilitigs, as the Board and/or Administrator
may impose.

Section 5.1. Avoid Conflict of Intexest.*® Bgard
avoid any actual or potential conflict of intere Hh
or situation, which could reasonably be construed]as crea

ON CONFLICT OF NTEREST

T et e

DCLS é&d_étﬁceis shall at all times ™
. /B2 ShilF ko BRI BB yCoouacy
A/ Hdgﬂdﬁ?adaassfoa ooTBiRagions
fu f N

L
£

#5ec. 27 (27.1), GGG Memorandum Circular No. 201207, p. 20.

’ L
| URATE SECRETARY
ATTY K CRRANID T, UABRRER;
CDPRDF?A TE SECRETARY

et g
T ——

OF=I0E 3

o r
[N

e

-




REVISED MANUAL Document Code:

OF CORPORATE GOVERNANCE OF THE Page No.: Page 17 of 40

Ve o
Nll#” |  LIGHT RAIL TRANSIT AUTHORITY (LRTA) Revision No- >

Quality Policy Effectivity:

interest. The Chairman of the Board shall be immediately informed of any question about a

Director's or Officer's actual or potential conflict of interest with the LRTA. He shall then review
the question and determine an appropriate course of action 47

Section 5.2. Conditions When Conflict of Interest Exists. A conflict of interest exists
when a Board Member or Officer of the LRTA:

1. supplies or is attempting or applying to supply goods or services to the LRTA;

2. by virtue of his office, acquires or attempts to acquire or is attempting to acquire for
himself, a business opportunity which should belong to the LRTA;

3. s offered or receives consideration for delivering the LRTA's business to a third party;
and

4. is engaged or is attempting to engage in a business or activity which competes with
or works contrary fo the best interests of the LRTA.

Section 5.3. Disclosure of Actual or Potential Conflict of Interest. If an actual or potential
conflict of interest should arise on the part of the Board Members, it shouid be fully disclosed and
the concerned Board Member should not participate in the decision-making. A Board Member

who has continuing conflict of interest of a material nature should either resign or, if the Board
deems appropriate, be removed from the Board.

Section 54.  Voidable Contract. A contract of the LRTA with one or more of its Board
Members or Officers is voidable, at the option of the LRTA, unless all of the following are present:

1. The presence of such Member in the Board meeting in which the contract was
approved was not necessary to constitute a quorum for such meeting;

2. The vote of such Member was not necessary for the approval of the contract:

3. The contract is fair and reasonable under the circumstances: and

4. In case of an Officer, the contract has been previously approved by the Board.

ARTICLE 6
AUDIT AND COMPLIANCE

Section 6.1. Internal Audit.

6.1.1.  The Intemal Audit Department of LRTA shall provide independent and objective
assurance and advisory servicgs 10 TRJA designed to add value and improve the
organization’s operations. Iy/shall provide the Board, Management and other
stakeholders with reasgnable. assurakce that the organization's key

organizational and procgdural controls are\effective, appropriate and complied
with. '

- S——

6.1.2. It shall perform its audting functionéq_f;"ithfullygi argz;aﬁ?taﬁgqj?ge&@pa? from)
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7.1.2.  Management shall furthgr be respon

6.1.3. The Intemnal Auditors shall report that their activities are conducted in accordance
with the Standards for the Professional Practice of Intemal Auditing.

Section 6.2, Extemal Audit. The Commission on Audit shall serve as the External
Auditor of the LRTA and shall promote an environment of good corporate governance.

Section 6.3. Compliance System. The Board shall ensure that a Compliance System
shall be put in place at the LRTA and this shall be the responsibility of the appointed Compliance
Officer as set forth in in this Manual. The Compliance Officer shall perform the following duties: 48

Monitor compliance by the LRTA of the requirements under the Act, this Manual, the
rules and regulations of appropriate government agencies and, if any violations are
found, report the matter to the Board and recommend the imposition of appropriate
disciplinary action on the responsible parties and the adoption of measures to prevent

a repetition of the violation.4®

. Appear before the GCG when summoned in relation to compliance with this Manual

or other compliance issues.50

Issue a certification every 30t day of May of the calendar year on the extent of the
LRTA’s compliance with the government corporate standards governing GOCCs for
the period beginning 01 July of the immediately preceding calendar year and, if there
are any deviations, explain the reason for such deviation 51

ARTICLE 7

COMMUNICATION AND INFORMATION

control and to this extent, shall;

Section 7.1. Management Responsibility for Information.

114,

Management is primarily responsible to the Board for financial reporting and

1. Present a balanced and understandable assessment of LRTA's position and

prospects;

2. Maintain a sound system of internal control to safeguard corporate funds and

assets; and

3. Ensure that the interal audit examination covers at least, the evaluation of
adequacy and effectiveness of controls encompassing the LRTA's

integrity of financial and
of operations, safegu
regulations and contratts.

the Board.

systems, to include reliability and
ation, effectiveness and efficiency
nd compliance with laws, rules,

sible for the ‘adequate flow of informgti_o_q_}q_

48ec.15 (15.4), GCG Memorandum Circular No. 2012-07, p. 12.
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Section 7.2. Communication of the Manual of Corporate Governance. This Manual shall
- be available for inspection by any stakeholder at reasonable hours on business days. All
members of the Board, Executive Officers, and Department and Division Managers are tasked to

ensure the thorough dissemination of this Manual to all employees and related third parties, and
likewise, to enjoin compliance in the process.

ARTICLE 8
DUTIES AND OBLIGATIONS OF DIRECTORS AND OFFICERSS2

Section 8.1. As Fiduciaries of the State. Directors and Officers are fiduciaries of the
State. As such, they have the legal obligation and duty to always act in the best interest of the
Authority, with utmost good faith in all dealings with the properties, interests and monies of the

LRTA. Likewise, they are constituted as trustees in relation to the LRTA's properties, interests
and monies.

Section 8.2. As Public Officials. Directors and Officers are covered by the provisions of
the Code of Conduct and Ethical Standards for Public Officials and Employees and the
customized Code of Conduct for Officials and Employees of LRTA. As such, they shall discharge
their duties in accordance with the provisions of the said Codes such as, among others, being
accountable at all times to the people, work with utmost responsibility, integrity, and competence,
uphold public interest over personal interest and lead modest lives.

Section 8.3. Respect for and Obedience to the Constitution and the Law. Directors and
Officers, as public officials, shall respect and obey the Constitution, and shall comply, and cause
the LRTA to faithfully and timely comply, with all_legal provisions, rules and regulations, and
corporate governance standards, applicable to them and to the LRTA in which they serve, and o
act within the bounds of the LRTA Charter and By-laws.

Section 8.4. Duty of Diligence. Every Director or Officer, by the act of accepting such
position in the LRTA, affirms and covenants to adhere to the pertinent provisions of this Manual.
The fiduciary duty of diligence of Directors and Officers inciudes the obligation to:

1. Exercise extraordinary diligence, skill and utmost good faith in the conduct of the
business and in dealing with the properties of LRTA, using the utmost diligence of a
very cautious person with due regard to all the circumstances;

2. Apply sound business principles to ensure the financial soundness of the LRTA; and

3. Elect and/or employ only Officers who are fit and proper to hold such office with due
regard to their qualifications, competence, experience and integrity.

loyalty of Directors and Officers to
th utmost good faith in all its dealings with the

property and monies of the LRTA, includes thg obligation to:

2. Avoid conflicts of interest and declare any interest they may have in any particular
matter before the Board.

CERTHMED TRUE Ccopy
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3. Avoid taking for themselves opportunities related to the LRTA's business, using the
LRTA's property, information or position for personal gain or competing with the
business opportunities of the Authority.

On this fiduciary duty of Directors and Officers, they shall adhere to the provisions of
Article 5 of this Manual and to the related provisions of Sections 19 {a), 19 (c) and 20 of the Act
and Section 27(and subsections) of the Code of Corporate Governance for GOCCs of 2012.

Section 8.6. Duty of Confidentiality. LRTA Board Members or Officers shall not use or
divulge confidential or classified information officially made known to them by reason of their office

and not made available to the public, either to further their private interests, or give undue
advantage 10 anyone, or which may prejudice the public interest.

Section 8.7. LRTA's Policy on the Giving and Acceptance of Gifts and Benefits or “No
~ Gift Policy.” The LRTA Board of Directors or Officers shall not solicit, nor accept, directly or

indirectly, any gift, gratuity, favor, entertainment, loan or anything of monetary value (‘Gift") from
any person where such gift: 33

1. would be iliegal or in violation of law;
is part of an attempt or agreement to do anything in return;

has a value beyond what is normal and customary in the LRTA’s business;

B ow N

is being made to influence the member of the Board's, or Officer’s, actions as such:
or

could create the appearance of a conflict of interest.

8.7.1  Unsolicited gifts or presents of small or insignificant value offered or given as a
mere ordinary token of gratitude or friendship according to locat customs or
usage, as provided under Section 14 of Republic Act 3019, i.e., the Anti-Graft and
Corrupt Practices Act, shall be excepted from the provisions of the Manual

8.7.2

The LRTA Board formally adopts the LRTA's Policy on the Giving and
Acceptance of Gifts and Benefits within the LRTA and ensures its ful

advertisement to the community and its strict implementation by particular set of
rules.

Section 8.8. Limits to Compensation, Pér Diems, Allowances and Incentives. The
compensation, per diems, allowances and incentives of Appointive Directors and/or Ex Officio
Board Members shall be set in accordance with the provisions of Sec. 23 of RA No. 10149.

very Director and Officer accepts
the position fully aware that he/she assyimes certain responsibifities-not-only-te-the-LRTA, but-also

 therighitta expect that the LRTAIs being
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Members of the Board and Officers shall deal fairly with the LRTA employees, customers,
suppliers and other stakeholders. No Member of the Board or Officer may take unfair advantage
of the LRTA employees, concessionaires, customers, suppliers and other stakeholders through
manipulation, concealment, abuse of confidential or privileged information, misrepresentation of
material facts, or any other unfair-dealing practice.

Section 9.2. CSR Principles.

9.21. As an integral part of the National Government, LRTA is inherently mandated to
be socially responsible, to act and operate as a good corporate citizen. The LRTA
Board shall recognize and perform the obligations the LRTA has towards the
National Govemment together with the employees, suppliers, customers and
other stakeholders, and the communities in which it operates.
9.22. The LRTA's Directors, Officers and its employees are required to abide by ethical
policies in accordance with the Code of Conduct and Ethical Standards for Public
Officials and Employees for Government Officials and the customized Code of
Conduct of Officials and Employees of the Light Rail Transit Authority and as
mandated by the GCG. The protection of the reputation and goodwill of LRTA is
of fundamental importance, and Directors, Officers and employees should be
aware of the disciplinary implications of breaches of policy.
9.23. All Directors, Officers and employees of the LRTA are encouraged to promptly
report any potentially illegal, improper and/or unethical conduct that they become
aware of at their workplace or in connection with their work. The Authority shall
have an environment that enables its people to raise genuine and legitimate
concerns inteally. In the event that the employees of the LRTA, andfor the key
stakeholders, such as the concessionaires or the LRTA Employees Association,
believe their reporting to the Board and/or Management may result in

harassment, or undue distress, they may contact the GCG for support to report
such matters.

Section 9.3. Formal Recognition of the Stakeholders. The Authority continues to pursue
its various CSR programs not only to the people who are directly affected by the LRT/MRT
Systems that it manages and operates, but also to those who share in its goals and aspirations.

LRTA owes its fidelity to the Govemment by virtue of Executive Order No. 603, as
amended. To this end, the Authority shall, at all times, promote and protect the best interest of
the Government in all its dealings, comply with the laws, rules, regulations, policies and directives

issued by oversightiregulatory government agencies and submit truthful, adequate and timely
reports as they may require and/or prescribe.

In accordance with the provisions of and as incorporated in this Revised
Manual, the LRTA further recognizes its otheg/Atakeholders, 3s follows:

1. LRTA Passengers;

2. LRTA Employees and the LRTA Employees’ Assaci tion;

bizdhg biRdddaror iRy
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4. Suppliers, service providers and cortragt
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5. Media; and
6. General Public

The LRTA Board and Management shali observe the afore-cited hierarchy of
stakeholders; provided, that in resolving conflict of interest by, between and among each category
of stakeholders, the Government's interest and exercise of ownership over the Authority as well
as LRTA's mandate shall, at all instance, be preferred, promoted and protected.

Section 9.4. Recognition and Respect of Stakeholder's Rights Established By Law or
Through Mutual Agreements. The LRTA shall establish mechanisms and procedures to protect
Stakeholders' rights. Recognizing the vital contribution of its Stakeholders, it shall ensure that they
have access to relevant, sufficient and reliable information on a timely and regular basis to be able

to exercise their rights. Stakeholders shall have access to legal redress when their rights are
violated.

Section 9.5. Report on Stakeholders Relations. The LRTA shall communicate with its
Stakeholders and the public at farge on its Stakeholder policies and provide information on their
effective implementation through, but shall not be limited to the following:

1. The LRTA's Newsletter, “Pinoy Ride,” the LRTA official website:

http://www.Irta.gov.ph, and the social network such as Facebook and Twitter, for
announcements, transparency seal, other relevant information about programs,
projects and activities of LRTA;

2. Posting/publication of contact numbers including e-mail addresses of the Board and
Key Officers of LRTA as well as LRTA procurement activities in PhilGEPS;

3. Intranet and webmail provision and access for all "officers and employees;

4. Focused group discussions, dialogues, regular staff meetings as well as consultative
meetings with oversight agencies;

9. Administrative . issuances and communications such as Board Resolutions,
Special/Office Orders, Memoranda, Guidelines, letters, Citizen's Charter Handbook,
efc.;

6. Bulietin Boards and suggestion boxes; and

~

Transportation Summits, trainings, and seminar/ workshops.

LRTA shall allow its Stakeholder reports to be independently scrutinized in order to
strengthen their credibility.

Section 9.6. Customers. Integrity #hd honesty in dealings with customers is necessary
for a successful and sustained business pélationship. The KRTA shall operate a highly effective
and efficient organization, focused on theeting customer bjectives with the aim of providing
services which give fair value and congistent quality, reliabil y and safety in return for the price
paid for the same. LRTA shall operate policies of continuous iprovement, of both processes. and
the skills of the staff, to take best advantage of advances in all pspect of saciety in order to ensure
that it continues to add value to its customers|busifiebsE erdfot Gty & M= Esheli> F leastt
annually conduct a customer's satisfaction SuryaYRrdaGN X\ Sairty iR Brbie [Cdneditaticn
where appropriate, as part of its continual imprpvement procesg. 152 7§ A
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The Authority shall have clear and strong lines of communication, which allow it to
respond quickly and efficiently to customer and market requirements, as well as the pubiic needs,

and for the customers to receive consistent setvice, in order to successfully and consistently
deliver what it is mandated to do.

Section 9.7. Employees. Every employee in LRTA, as well as the LRTA Employees’
Association, Inc., is encouraged to:

1. Remember that the biggest stakeholder is the Government.
Share the vision of the LRTA.

Be accountable to the public.

oW

Listen and leamn from his/her co-employees.

Think and act as a team.

Focus on the customers and strive for customer satisfaction.

7. Respect others.

8.  Communicate with customers and other stakeholders.
9. Deliver results and celebrate success.

10.  Protect the reputation of the LRTA.

LRTA recognizes that its personnel are its most important resource because they share
responsibility with the Board and Management in the sustainability of LRTA’s programs and
projects including its over-all operational efficiency and protection of corporate image. As such,
their engagement is not only necessary but crucial in the attainment of LRTA's targets and
commitments. To this end, the Board and Management shall address the general working
condition of employment, giving dignity to the LRTA workforce, including the provision for
programs that will align individual performance towards the attainment of the agency’s targets.

There shall be continuing employee development discussions and structured training
programs based on the operational. requirements of the Authority for the employees'/officers’
personal and professional development. The CSC-approved Strategic Performance Management
System (SPMS} that will align individual performance towards the attainment of LRTA's strategic
priorities including a performance-based incentive plan that is in accordance with existing
government policies, rules and regulations shall, likewise, be adopted.

Section 9.8. Concessionaires, Development and Business
Suppliers/Contractors, and other Stakeholders.
improve networking with business partners apd”suppliers¥contractors based on mutual trust. The
LRTA shall aim to offer, through partnership with its concegsionaires and suppliers/contractors,
the best combination of state-of-the-art/technology and wovid-class service, strong customer
relations and deep industry knowledge And experience, together with the capacity fo implement
and deliver value-added solutions on time and within budget——1 " "
’ - =D TRUE COPY
. . CERTIFIED 1 b
Moreover, LRTA is cognizant of the negds of /)% Giher stakeholders-sush 46 B8 A
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negatively, by the plans, programs and projects s h%rity. slich, in_the fulfilment of its
ATTY. HIRNAM
" rt‘ ; RORATE SECRETARY

Partners,
shall aim to develop relationships and

B e

). : s — e AR o
va&-:’-‘: JE .U.... -




REVISED MANUAL Document Code:
"IN OF CORPORATE GOVERNANCE OF THE Page No.: Page 24 of 40
i LIGHT RAIL TRANSIT AUTHORITY (LRTA) Revision No.: 9
Quality Policy Effectivity:

mandate, the Authority shall continually promote transparency and access to information and
ensure that the needs of all project-affected communities are adequately and promptly addressed
in accordance with existing government policies and procedures. It shall disclose to the public
material information about the state of its affairs by maintaining a transparency seal in its official
website, conducting public consultations, facilitating dialogues with project-affected people on

issues related to right-of-way acquisition, and employ such other means to address their
concerns,

Section 9.9. Health and Safety. The LRTA shall aim to ensure a safe and healthy
working environment for all its employees, outside contractors and visitors. it shall comply with all
relevant local legislation or regulations, and best practice guidelines recommended by national
health and safety authorities. The staff shall be informed regarding the policies and practices of
the LRTA in order to maintain a healthy, safe and enjoyable environment.

Section 9.10, Environment. The LRTA shall consider that there are inevitable
environmental impacts associated with daily operations. It shall be one of its goals to minimize
harmful effects and consider that the development and implementation of environmental

standards to achieve this is of great importance. As such, LRTA shall strongly encourage the
implementation of the 3 R's: “Reduce,” "Reuse,” and “Recycle.”

In the course of the operations of LRTA, it shall identify opportunities to reduce
consumption of energy, water and other natural resources. It shall also strive to re-use and
recycle, where possible, and dispose of non-recyclable items responsibly, thereby minimizing the
impact on the environment. In doing so, by adopting simple, environmentally-friendly initiatives,
the LRTA shall raise awareness among the members of the communities it affects.

ARTICLE 10
DISCLOSURE AND TRANSPARENCY REQUIREMENTSSS

Section 10.1. Formal Charter of Expectations. Each Director shall sign the Charter of
Expectations, attached as Annex 1, upon assumption as member of the Board and be committed

to the said Charter in pursuance of good corporate governance in the LRTA as provided under
Section 42 (b) of GCG M.C. No, 2012-07.

Section 10.2. Submission of Statements of Assefs and Liabilities and Financial
Disclosure. Directors and Officers have an obligation to accomplish and submit declaration under
oath of, and the public has the right to know, their assets, liabilities, net worth and financial and

business interest including those of their spouses and of unmarried children under eighteen (18)
years of age living in their households.

10.2.1. Statements of Assets and Liabilities and Financiai Disclosure — Directors and
Officers, shall file under oath their Stafemént.of Assets, Liabilities and Net Worth
(SALN) and a Disclosure of Busifiess Interests and Financial Connections and

those of their spouses and unyarried children Under eighteen (18) years of age
living in their households.

1. The two documents shall contain information such as the extent of their
business interest or othey matefjal information &8 Teqiired by & GCG, otter 1
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other relevarit provisions of law, as welf as circulars, memoranda, rules or
regulations applicable to LRTA-

2. Documents must be filed:
a) within thirty (30) days after assumption of office;
b} on or before April 30, of every year thereafter; and
c)_ within thirty (30) days after separation from the service.

3. Directors and Officers required under this section to file the afore-stated
documents shall also execute, within thirty (30) days from the date of their
assumption of office, the necessary authority in favor of the Ombudsman to
obtain from all appropriate government agencies, including the Bureau of
Internal Revenue, such documents as may show their assets, liabilities, net
worth, and also their business interests and financial connections in previous

years, including, if possible, the year when they first assumed any office in
the Government.

10.2.2. |dentification and disclosure of relatives - It shall be the duty of every Director
and Officer to identify and disclose, to the best of hisier knowledge and
information, hisher relatives in the Government in the form, manner and
frequency prescribed by the Civil Service Commission.

10.2.3. Accessibility of documents

1. Any and all statements filed, shall be made available for inspection at
reasonable hours and shall be made available for copying or reproduction
after ten (10) working days from the time they are filed as required by law.

2. A reasonable fee shall be charged for a request of a copy of a statement to

cover the cost of reproduction and cost of certification as well as mailing of
such statement, if 5o required.

3. Afiled statement shall be available to the public for a period of ten (10) years

after receipt of the statement. It may be destroyed after this period unless
needed in an ongoing investigation.

10.2.4. Prohibited acts ~ It shall be uniawful for any person to obtain or use any filed
statement for:

1. Any purpose contrary to mefals or publig policy; or

2. Any commercial purpoge other than by news and communications media for
dissemination to the general public.

Section 10.3. Mandatory Website. In accordap ith. Section-25-of-the-Act-+RTA™ .‘
shall maintain a website and post therein the following information for unrestri bljg 3
i P CERTIFIED THOREEPY
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2. Brief company background including date of creation, history, functions and
mandate.

3. Govemnment Corporate Information Sheet (GCIS) as mandated by the GCG
in its Memorandum Circular No. 2012-01.

10.3.2. On the Board and Officers:

1. Complete listing of the Directors and Officers with attached resume, and their
membership in Board Committees.

2. Complete compensation package of all the Board Members and Officers,

including travel, representation, fransportation and any other form of
expenses or allowances.

3. Information on Board Committees and their activities.
4. Attendance record of Directors in Board and Committee meetings.

10.3.3. On Financial and Operational Matters;

1. The latest annual Audited Financial and Performance Report within thirty (30)
days from receipt of such Report.

2. Audited Finangial Statements in the immediate past three (3) years.

w

Quarterly and annual reports and Trial Balance.

:h.

Current Corporate Operating Budget (COB).
Local and foreign borrowings.

5
6. Government subsidies and net lending.

~

All borrowings guaranteed by the Govemment.

ao

. Any material risk factors and measures taken to manage such risks.

ow

. Performance Evaluation System (PES).

10.3.4. On Governance Matters:

1. Charter Statement/Mi§sion-Vision Statements.

)

Performance Scopecards and Strategy Map.

ca
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CSR Statement. VI WITH ERASURES OR ALTERATIONS

w

o

Balance Scorecard.
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10.3.5. Such other information or report that the GCG may require.

Section 10.4. Integrated Corporate Reporting System (ICRS). LRTA shall be an active
participant in the ICRS. In the pursuit of national development and providing better service to the
public, and to ensure LRTA'S faithful performance of its mandate using the standards of good
govemance, transparency, accountabifity and responsibility, LRTA shall actively participate in the
implementation of the Integrated -Corporate Reporting System (ICRS} that the National
Government, through the GCG, shall develop to provide an extensive database and
comprehensive information on GOCCs, pursuant to the parameters set forth in the Code of
Corporate Govemnance. The LRTA, acting through its Board and Management, shall ensure that it
becomes an active and responsible member and contributor to the ICRS.

Section 10.5. Mandatory Reports. As may be required by the GCG and other

govermment agencies, the Board, through the LRTA Administrator, shall regulary submit the
following:

1. Performance Scorecards.
2. Implementation of the audit recommendations of COA.

3. Compliance with commitments on servicing loans to, and borrowings guaranteed by,
the National Government.

Section 10.6. Other Reporforial Requirements. LRTA shall periodically submit in
electronic form to the GCG the following:

1. Common form financial statements based oh annual audited financial statements
within thirty (30) days from receipt of the report.

2. Dividend computations and payments in accordance with Republic Act No. 7656, also

known as “The Dividends Law;” if applicable.

Cash and investment balances.

=~ w

Capital expenditure program.

o

Statement of Financial Operations.

o

Acquisition or disposition of assets.

™~

Off Balance Sheet transactions.

8. Reports for the annual corporate budgef call suchas but not limited to the following:

a. Physical and Financial Perforpance Reports (thé immediately preceding three (3)
years); and

b. Sources and Uses of Funds (the immediately preg

‘ ding three (3) years) and the
proposal for the coming year.

Section 10.7.  Report Format anc\Sched
submission for the various reports shall be 2
agencies as may be proper.
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ARTICLE 11
HIGHEST STANDARDS PRINCIPLES®

Section 11.1.  Public service being a public trust, nothing in this Manual shall be
construed as:

1. On Corporate Government Standards - Refieving or excusing LRTA, its Directors
and Officers, from complying with more rigorous standards of corporate governance

as those required by other agencies, such as the Office of the Ombudsman, the Civil
Service Commission, and the COA, among others.

2. On Reportorial Requirements - A waiver of the separate reportorial reguirements

mandaled by the regulatory agencies that have jurisdiction over the LRTA and its
business operations.

3. On Administrative and Criminal Liabilities - A waiver of the administrative or
criminal liabilities imposed by existing laws, rules and regulations, such as the Anti-
Graft and Corrupt Practices Act, the customized Code of Conduct for Officials and
Employees of the Light Rail Transit Authority and the Code of Conduct and Ethical
Standards for Public Officials and Employees, for Government Officials, for offenses

or breach of ethical standards committed by Directors, Officers and empioyees of
LRTA.

ARTICLE 12
OBLIGATIONS OF THE LRTA TO ITS BOARD OF DIRECTORS AND OFFICERS

Section 12.1.  Provision of Staff Support to the Members of the Board. The LRTA shall
provide the Members of the Board with reasonable staff support and office facilities to allow them
to properly discharge their duties and responsibilities.5”

Section 12.2.  Obfaining of Directors and Officers Liability Insurance (DOLI). With the
highest level of responsibility and accountability imposed on the Members of the Board of
Directors and its Officers, and for their extraordinary diligence, it is equitable and a prudent
measure for the Authority to obtain a Directors and Officers Liability Insurance {DOLI) coverage
for itseif and the members of the Board and Officers against contingent claims and liabilities that
may arise from, as well as the expenses that may be incurred in prosecuting, the actions that may

be filed against LRTA arising from the actions of the Board and/or Management that may cause
loss or damage to third parties.5

12.21. The DOLI shall be appropriated to cover events or proceedings when the LRTA
itself and/or the Members of the B6ard and Management are summoned before
any court of law or by authg ent instrumentalities/agencies on
matters that are within the official functions and capacity and on matters where
business judgment has beef exercised in good\faith. This would enable them to
have proper recovery of th¢ costs of litigation and the judgment liability imposed.

12.2.2. LRTA shall not be auth Y “MCurTostsomthefitigation
expenses incurred and the } dghgnt@Mq Eairﬁgﬁfe@w(}ﬁicer
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for breach of any of said person’s fiduciary duties or for fraud committed in the
performance of the person’s duties to the LRTA and/or stakeholders.

ARTICLE 13
MISCELLANEQUS PROVISIONS

Section 13.1.  Penalties Imposed for Non-compliance. To strictly observe and
implement the provisions of this Manual, appropriate penalties shall be imposed after due notice

and hearing in accordance with existing policies and with the Guidelines in Handling
Administrative Cases.

Section 13.2.  Separability Clause and Amendments. If, for any reason, any paragraph,
part, term andfor provision in this Manual is determined to be invalid or contrary to, or in conflict
with, any existing or future law or regulation, such shall not impair or affect the operation of the
remaining portions, sections, parts, terms andfor provisions of this Manual.

This document shall be reviewed, updated, and/or revised periodically by the LRTA
Corporate Governance Committee in accordance with the existing Procedure on Control of
Documents established for the LRTA's Quality Management System.

Section 13.3.  Effectivity. This Revised Manual shall take effect upon approval of the
LRTA Board, and upon the ratification by the GCG. As such, the comments and suggestions of
the GCG shall form an integral part of this document.

FIED TRUE copy
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APPROVED: MWWA/
HON. RENE R’ LIMCAOCO

Alternate Chairman (DOTC)

ORITO D. CHANECO HON. MARIO L. RELAMPAGOS
Member (LRTA) : Alternate Member (DBM)

USEC.MARIA CATALINA E. CABRAL

Alternate Member (DPWH)

DR. CESAR B. CHAVEZ
Alternate Member (MMDA)

—T

DR. EPICTETUS E. PATAUNGHUG

3




Page 31 of 40

ANNEX 1
LIGHT RAIL TRANSIT AUTHORITY

CHARTER OF EXPECTATIONS

(Pursuant to Section 42, GCG Memorandum Circular No. 2012-07)

As a member of the Board of Directors of the Light Rail Transit Authority (LRTA), | recognize the

important responsibility that | am undertaking. | acknowledge that my role as a Director includes:

a.

Conducting fair business lransactions with LRTA and ensuring that personal interest does not
compromise Board of Director decisions. The basic principle to be observed is that | shall not use my

position to make profit or to acquire benefit or advantage for my related interest. | shall avoid situations
that may compromise my impartiality;

Developing time and attention necessary to properly discharge my duties and responsibilities. | offer
sufficient time and effort to familiarize myself with the business of the LRTA and shall be constantly
aware of the LRTA's condition and be knowledgeable enough to contribute meaningfully to the Board's
or Management's work. | shall attend and actively participate in Board or Management meetings,
request and review meeting materials, ask questions, and request explanation, if necessary.

Acting judiciously before deciding on any matter brought before the Board or Management. | shall
thoroughly evaluate the issues, make inquiries and seek clarifications when necessary;

Exercising independent judgment. | shall view each problemisituation objectively. When there is
disagreement with other Board of Directors, | shall carefully evaluate the situation and state my
position. | shall not be afraid to take a position even though it might be unpoputar. Corollary to this, |
shall support plans and ideas that | think are beneficial to LRTA:

Gaining a working kndwiedge of the statutory and regulatory requirements affecting the LRTA, including
the contents of its Charter (EO No. 603, as amended by EC No. 830 and EO 210}, applicable laws,
rules and regulations, requirements of the Governance Commission for GOCCs (GCG) and pertinent

Court decisions. 1 shall also kesp myself informed of industry developments and business trends in
order to safequard LRTA and its Stakeholders’ interest;

Observing confidentiality, | shall observe the confidentiality of non-public information acquired by
reason of my position. 1 shall not disclose any confidential information to any other person without the
authority of the Board of Directors; and

Ensuring the presence and adequacy of internal control mechanisms and good governance. The

minimum internal control mechanisms for the Board's oversight responsibility include, but shall not be
limited to:

i. Ensuring the presence of organizational and procedural controls, supported by an effective
management information system and risk management reporting system:

il. Reviewing conflict-of-interest situations and providing appropriate remedial measures for the same;
iii. Reviewing and approving proposed key executive appointments;

iv.  Ensuring the selection, appointment and retention of qualified and competent management; and

v. Ensuring the development and reyie

LRTA's personnel and human resources policies,
compensation plan and the manag

ement succession plan, among others, as may be provided.

By signing this document, | am acknowlgdging the respdnsib: ties, commitment ag¢eonﬁtTér expebted of all
Board of Directors of the Light Rail Tragisit Authority. Furthermd el aWTng th%%ommil{nents in

this document may be used as part of dvaluation of n:ysirwge & :ﬁ“Boa;d gmrﬁ;} V‘\:R_,_r_\’\‘\%’&f‘» \\
So help me God. - ‘ & "'\:“ Qf_:ﬁ\ oY | %
b e pORY Y
Printed Name & Signature of Director \ o ¢ Sign%?urg\&%{ﬁﬁp‘ \
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ANNEX 2

| LiGHT
AN || Ran
b || Trans

AUTHORITY

SECRETARY'S CERTIFICATE .

{, HERNANDO T. CABRERA, of legal age, Fll.blno, married and withy address al the
Administration Builiing, LRTA Compound, Auroma Boulevard, Pasay Clty, after having been duly
sworn in accordance with law, do hereby depose and say:

That | am the duly appointed and constituted Corporate Secretary of Light Raft Transit
Authority, LRTA for brevty, a govemment owned and controlled corporation with principal
acidress at the Adminiatration Building, LRTA Compound, Aurora Bouleverd, Tramo, Pasay City;

That as such Corporate Secretary, | keap minutes and records of the transactiona and
“meetings of the members of the Board of Directors of LRTA: ‘

That an 12 May 2018, the Bowrd of Direciors of LRTA hokd & mesting at the Light Rail
Transk Authority, Board Room, 2 Floor, Admin, Bidg.. LRTA Compound, Aurora Bouldvard,
‘Tramo, Pasay Clty,

‘That during the said meating in which there wae a quorum, the following was msoed
upoOn, rescived and approved by the Members of the LRTA Board of Directors:

. “RESOLVED AS IT IS HEREBY REBOLVED, ko approve the amendments o the
proposed Manual of Gomporata Governance R ating the comments and changes
prescribed by tha Governance Commission fo ;

REGOLVRD FURTHER, to endogte the subloct Manual of Corporate Govermance as
smended to GCG.”

N WITNESS WHEREOF, | have
2015 &t Pagay City, Metro Manila.

of May 2015 at Pasay

SUBSCRIBED AND SWORN TO hefore me this 973 Il 200 ,
aliad at DFA, Manila on July 13,

City, afiark exhibiting to me his Passport No. EB59243 a’
2012. :
Do¢ Nog. 6d
Pege No. %

. Book Na,

Seriea of 2015.
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24 April 2015

HON. JOSEPH EMILIO A. ABAYA Rir (v

Chairman ‘ {2‘}__1 1

HON. HONORITO D. CHANECG =~ - i if

Administrator

LIGHT RAIL TRANSIT AUTHORITY {LRTA)
Administration Building, LRTA Compound
Aurora Bivd,, Pasay City, Metro Manila

RE: REVISED LRTA MaNuaL oF CORPORATE GOVERNANGE

Dear Secretary Abaya and Administrator Chaneco,

Formally contained in this letter is the Governance Commission's evaluation of
the REviSED MANUAL OF CORPORATE GGOVERNANCE of the LiGHT RAIL TrRansIT
AutHoriTY (LRTA) submitted to the GCG in the letier dated 27 February 2015, which

according thereto, was duly approved by the LRTA Board of Directors during its regular
meeting on 26 February 2015.

We note that in the Revised Manual of Corporate Governance, LRTA adopted
the following directives from the Gavemna

nce Commission as contained in our lelter
dated 03 March 2014 to-

1. Amend the provision in the Manual in accordance with Section 18 of R.A.
10148 which pravides that “Jithe CEO or the highest-ranking officer provided

in the charters of the GOCCs, shall be elected amually by the members of
the Board from among its ranks;”

[

incorporate & section in its Manual formally adopting a No Gift Policy in
accordance with Section 29 of the GCG Code of Carporate Governance;

3. Incarporate provisions on the following: -
{1} List of Disclosures to be made by Directors;

{2) Statement by the Directors confirming the truth and faimess of the GOCC's
financial statements similar 1o a Statement of Management Responsibility; and

(3) List of Fines and other consequences when Directors viokate, or amit o carry oul
their duties, under applicable law.

4. Include provisions on the following:
(1) Duties and ObNgations of Directors gnd Officers.

' Formatty received by the Governance Commission off 27 February 2015,
! Formaty received by the LRTA on (4 March 2014.
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(a) As Fiduciaries of the State
{b} As Public Officials .
{c) Respect for and QObedience to the Constitution
(d) Duty of Diligence
(¢) Duty of Loyalty
(f} Duty of Confidentiality
{2} Obligations of the GOCC to Directors ang Officers
(&) Providing Staff Support to Directors

(b) Obtaining of Directors and Officers Liabllity Insurance (DOLY)
(3) Corporate Social Responsibility and Relations with Stakehoiders

(a) Outy to ba Responsive with Stakeholders
{b) CSR Principles

{c) Formal Recognition of the Stakeholders
{d) Employees
{e) Suppliers

{f) Health and Safety

(g Environment

EVALUATION OF EXISTING PROVISIONS OF THE REVISED MANUAL

1. Section 10, Presiding Officer. - The LRTA Manual provides that ...in the

absence of the Chairman, the Board shall elect a temporary presiding officer.”

We note that under Section 152 of GCG M.C. No. 2012-07. it is the Vice-
Chairman who shall automatically preside at board meetings in the absence of
the Chairman. Thus, LRTA shoukd have a designated Vice-Chairman.

. On Multiple Board Seats. — An appointive director in LRTA may haold no more

than two (2) other Board seats in other GOCCs, Subsidiaries and/or Affillates. it
15 a declared policy of the Govemance Commission to limit the number of Board
seats an incumbent GOCC Baard member may occupy, from which he/she may
receive compensation, to al most three (3) positions, inclusive of their primary
position, at any given time, as provided in Section 49, Chapter 10, Book IV of
the Administrative Cote of 1987 and Section 11 of GGG M.C. No. 2012;97_

Annual Performance Evaluation of the Board. — Aside from the “Performance

Evaluation System (PES) for the GOCC Sector,™ the Govemance Commission,
on 07 Aprit 2014 issued GCG M.C, 2014-03 or the “Performance Evaluation for

" While the PES provides for the framework

Directors (FED) in the GOCTC Sectg
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perf:srm_anoe based on targets agreed upon, the PED provides for a system of
eva uat‘mg ' the performance of “af Appointive Directors as basis for the
determination of whether they shall

be recommended for r i "
"Ex Officio Directors or their Alternat eappointment” and

_ es for the purpose of reporting ta the
President the performarice of such Ex Officio Directors, as well as to a?now the
gcc;, to evolve a good govemance system for Ex Officio Directors in the GOCC

Betor.” |

Thus, we recommend that a section be included in the Revised LRTA
Manual as provided in GCG M.C. 2014-03.

4. Corporate Social Res ibility. — The Governance Commission reiterates
that the CSR Statement must be able to identify and formally recognize LRTA's
major and other Stakeholders and al the same time contain and provide the
following information: (1) nature of the interests of its stakeholders; (2) hierarchy
of inerests of these stakeholders in the LRYA; (3) effective communication
palicy with the stakeholders; and (4) system which renders a proper accounting

ofhowthe LRTA has served the varied legitimate interests of all its stakeholders.

The revised LRTA Manual, aside from identifying the major stakeholders,
must also idenlify other stakeholders, their particular interasts, and list them in
a hierarchy that reflects the order of interests that LRTA shall consider and
priofitize should a confiict arise involving these various interests.

We therefore request the LRTA Governing Board and ils Management to
uridertake a formal compliance with the obligations mandated under Section 35

of GCG M.C. No. 2012-07, and reflect the results thereof in a formal revision of
its Manual of Corporate Governance.

5. Formal Charter of Expectations. ~ The Governance Commission reiterates

the inciusion of measures providing for a Formal Charter of Expectations signed
by each Directar as part of the Disclosure and Transparency Requirements
provided under Section 42 (b) of GCG M.C. No. 2012-07.

Provisional Acceptance gf the Manual on Corporate Goverpance

The Governance Commission hereby provisionally accepts the submitted
Revised Manual on Corporate Govemance,- as compliance with the Good
Governance Conditions under GCG Memorandum Circular No. 2013-05 (Re-
Issued) {2013 interim Performance-Based Bonus [PBB]). and GCG Memorandum
Circular No. 2013-06 {Re-lssued) (2013 Interim Performance Based Incentives
{PBI}). We note, however, that the Revised LRTA Manual was submitted and
received by the Govemance Comenission only on 27 February 2015, or 361 days
from the official receipt* by the LRTA of the Govemance Commission's initial

evaiuation of the Manual, alihough a reques! for extension 10 submit the Revised
Manual until January 2015 was filed on 22 December 2014, Please note that the

submission is way bayond the 120-day compliance period provided in the letter
daled 03 March 2014,

* Formally recetved by ibe LRTA on 04 Marth 2014,
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_ ges contained in this letter ang the formal
approval and adoption thereof of the LRTA Goveming Board shall be deemed a
condtion for the grant of the 2014 PRR

and PB!, provided the changes are referred
1o the Governance Commission for its evaiuation within thirty (30) days from receipt
hereof. :

FOR YOUR COMPLIANCE.

Very truly yours,
BY AUTHORITY OF THE ComMMssioN

M Aégw/ o

LA E. IGNAGIO 'RAINIER B. BUTALID

missioner . et Commissioner

B *’_:‘ - I@J')‘”%?&\gf"\%
PSR
'1515;;‘.‘ By \\f;“
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03 March 2014

HON. JOSEPH EMILIO A. ABAYA
Chalirmman

HON. HONORITO D. CHANECO
Administrator

LIGHT RAIL TRANSIT AUTHORITY (L.LRTA)
Administration Building, {. RTA Compound
Aurora Bivd., Pasay City, Metro Manila

RE : MANUAL OF CORPORATE GOVERNANCE, WiTH NO-GieT PoLicy

Gentlermen,

Formally contained in this letter is the Govemance Commissi;on‘s formali
evaluation of the CoDE OF CORPORATE GOVERNANCE OF THE LIGHT RAIL TRANSIT
AuTHORITY (LRTA), submitted to the Commission in the letter dated 19 December

2013,” which according thereto was approved by the LRTA Governing Board last 12
December 2013.

We confirm that submission of LRTA’s Manual on Corporate Governance was
pursuant to the following requirements of GCG, thus: '

{a) Section 42, GCG Memorandum Circular No. 2012-07 - Cade of
Corporate Governance for GOCCs; and

(b) Section 3, GCG Memorandum Circular No. 2013-05 - interim
2013 Performance-Based Bonus for Officers and Employees.

We recommend that the .Code be renamed as “LRTA's MANUAL OF
CORPORATE GOVERNANCE” fo ensure that it is viewed as the implementing
documnent for LRTA based on its mandate pursuant to an al-governing Code of
Corporate Governance for GOCCs which is the organic document that was approved
by the President of the Philippines. In other words, the Code of Corporate
Governance for GOCCs provides for the overall framework and principles governing
publfic corporate governance within the GOCC Sector, whereas, LRTA's Manual is
the particular document that implements and operationalizes the principles and

directives of the Code within the LRTA’s corporate environment. Also, future

references to the two documents would be more accurate by having them referred to
by different root names. > '
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EVALUATION OF EXISTING SPECIFIC PROVISIONS OF THE MANUAL
1.

Article Il Section 3.1 Covering Three (3} Representstives from the Private
Sector. ~ The Commission notes that out of 1

RTA’'s nine (9) man Board, the
majority of the Board consisting of eight (B) seats are ex-officio in character while
the sole remaining Board Seat belonging to the representative from the private

sector has been deemed converted into an appuointive director seat to be

appoinled by the President of the Philippines in accordance with R A No.
10149, the GOCC Govemnance Act of 2011.

Considering that ali but one of the Board seats of LRTA are ex-officio in
character. the Commission notes that the LRTA has incorporated in its Manual
the provisions in the Code and R.A. No. 10149 conceming ex-officio aiternates,
who ideally should be the officials next in rank to Ihe ex-officio director and said

aternates may be designated as representative of the ex-officio director.
2

LTy

Article 4.2b Administrator. — The provision which states that the Administrator
shall be appointed by the President of the Philippines in accordance with LRTA's
Charter, is not consistent with Section 18 of R.A. No. 10149 which provides that
"The CEO or the highest-ranking officer provided in the charters of the GOCCs,
shall be elected annually by the members of the Board from among its
ranks."The GOCC Governance Act of 2011 is deemed io have amended the
LRTA Charter with respect to the position of Administrator, in that he is no longer
appointed by the President of the Philippines, but is first appeointed into the |LRTA
Board as an Appointive Diregtor, with indication that he would be tormally
nominated and elected by the LRTA Board as Administrator. This is one of the
public corporate governance principles introduced by RA No. 10949 into the
GOCC Sector, to ensure that the CEOQ, as head of Management, is accountable
directly to the Governing Board which elects him. in fact, Section 18 provides

that "The CEO shall be subject 1o the disciplinary powers of the Board and may
be removed by the Board for cause.”

No_Gift Policy. — While the LRTA has already formaily submitted its No Gitt
Palicy together with its submission of its Manual of Corporate Governance, we
note that LRTA's Code of Corporate Governance does not contain a provision
adopting a No Gift Policy. For purposes of clarify and formality, we advise the
LRTA to incorporate a section in its Manual formally adopting a No G

ift Policy in
accordance with Section 29 of the GGG Code of Cormporate Governan

ce.

Please also note that the aforementionad section to be incorporated into
LRIA’s Manual of Corporate Governance should also include explicit rules on
coverage and exemption, as well as the process that wou'd be followed within
LRTA when occasions do occur that gifts are received in LRTA offices or in
outside: events attended by LRTA officers and employees.

Article 8.1 Disclosure and Transparency Reguirements. — Article 8.1 provides

that LRTA, acting through its Governing Board, shali promulgate and adopt its
worporate governance rules and principles in accordance . with this Code and

which in addition shall contain the following items:

(a} Detailed responsibilities of members of the B
available to all Stakeholders and to the pu

o

oard,which shall be



o

Page 39 of 40

{b) Formal Charter of expectations that each Director shall sign and be
commitied to;

(¢} List of Disclosures to be made by Directors:

{d) Statement by the Directors confirming the truth and faimess of the

GOCC's financial statements similar to a Statement of Maragement
Responsibility; and

(€} List of Fines and other consequences when Directars violate, or omit
to carry out their duties, under applicable law.

Our reading of Section 8.1, in particular paragraphs a to e, shows that it is a
mere rehash of Article VIIi Section 42 of the Code of Corporate Governance it

should be pointed out that the -Commission is of the understanding that the

document which LRTA has submitted to the Commission and which is now
under review is already LRTA's Manual for Corporate Governance in compliance

with the provisions of Section 42 and should therefore already contain the
subjects enumerated in Section 42.

We therefore direct the LRTA Governing Board and its Management to
already formally incorporate into LRTA's Manual under review, the nrovisions set
forth in Section 42 of the GCG’s Code of Corporate Govemnance, detailing the
particuiars set forth in Article 8.1 paragraphs a to e pertaining to the disclosure
and transparency requiremants. Thus, LRTA need not promulgate and adopt

another set of corporate govemance rules and principles as this would be a
redundancy.

Mandatery Provisions to_be Included. - The following sections should alse be
included in the LRTA Manual of Corporate Governance:

(1) Duties and Obligations of Directors and Officers
{a) As Fiduciaries of the State
{b) As Public Officials

(c) ReSpect for and Dbedi'ence to the Constitution
(d) Duty of Diligence
(e) Duty of Loyalty
(f) Duty of Confidentiality
{2) Obligations of the GOCC to Directors and Officers
(a) Providing Staff Support to Directors
(b) Obtaining of Directors and Officers Liability Insurance {DOLY

{3) Corporate Social Responsibility and Relations with Stakeholders

(@} Duly to be Responsive with Stakeholders
{b) CSR Prinziples

(c) Formal Recognition of thé

e
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{d) Employees
{e) Suppliers
(f) Health and Safety

(@) Environment

As regards the provisions concerning LRTA's stakeholders, i
that the LRTA and its management should provide for the
which it responds to its Stakeholders, as well as setting out i
Responsibiliies similar to Sections 33 and 34 of the GCG Code of Corporate
Governance. It is suggested that provisions on how the major stakeholders are
affectad by the fulfiliment of its. mandate, the nature of their legitimate interests in
the operations and programs of LRTA, and to provide a hierarchy system of

resolving conflict of interests between the various stakeholders in the pursuit of
LRTA’s aperations and programs, be provided.

tis necessary
explicit manner by
ts Corporate Social

. We therefore direct the LRTA Goveming Board and
undertake a formal com

abave in a format revisi

its Management to
pliance of the foregoing by including the provisions listed
on of its Manual of Corporate Governance.

PROVISIONAL ACCEPTANCE OF THE MANUAL ON CORPOB&TE GOVERNANCE

The Governance Commission hereby provisionally accepts the submitted

Manual on Corporate Governance, with the section an No Gift Palicy, as'compliance
with the Good Governance Conditions under GCG Memorandum Circular No. 2043-
05 {Re-lssued) (2013 Interim Performance-Based Bonus [PBB]) on those two items,

with the condition that the revisions and additions mandated herein be submiited 1o
the Commissiaon for

its evaluation and formal approval within 120 days from the
receipt of this letter as the condition for the Appointive Members of the LRTA

Governing Board in being entitled to qualify to recsive the Performance-Based
Incentives (PBI) for 2013 as provided under GCG Memorandum Circular MNo. 2013-
06 (Re-Issued).

FOR YOUR COMPLIANCE.

Very truly yours,
BY AUTHORITY OF THE COMMISSION

CESAR L. VILLANUEVA
Chairman

) —a 1’;/
MA. ANGELA E.IGNACIO
Commissioner
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