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THE SUGAR REGULATORY ADMINISTRATION (SRA)
MANUAL OF CORPORATE GOVERNANCE

The Sugar Regulatory Administration’s Manual of Corporate Governance (SRA-MCG, for
brevity) is based on the provisions of Republic Act (RA) No. 10149, “Governance Commission for
Government-Owned and/or Controlled Corporation (GCG)” and GCG Memorandum Circular No.
2012-07, “Code of Corporate Governance for GOCCs.”

The Manual lays down set of ethical standards, and provides clear-cut policies, rules and
procedures that will be observed, followed and implemented by the governing boards, executive
officers and employees of SRA. Ethical standards, policies, rules and procedures embodied in this
Manual will ensure that SRA’s corporate governance in the conduct of its operational affairs,
programs and activities are carried out in a transparent, responsible and accountable manner with
utmost degree of competency, professionalism, efficiency and effectiveness.

A. DEFINITION OF TERMS AND COVERAGE

Section 1. Definition of Terms. Unless the context otherwise indicates, the following
terms shall mean:*

1. Act - refers to Republic Act No. 10149, and officially named the "GOCC Governartte Act of
2011."

2.  Appointive Directors refer to:

' a. In the case of Chartered GOCCS such as SRA, all members of its Board of
Directors/Trustees who are not ex officio members thereof;

b. In the case of Subsidiaries and Affiliates, members of its Board of Directors/Trustees
whom the GOCC nominates, or is entitled to nominate, to the extent of its percentage
shareholdings in such Subsidiary or Affiliate.

3. 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, Vice-Chairman and the
Corporate Secretary.

4. Board of Directors/Trustees, or Board, or Governing Board- refers to the collegial
body that exercises the corporate powers, conducts all business and controls or holds all
properties of a GOCC whether it is formally referred to as the "Board of Directors" or
"Board of Trustees" or some other term in its Charter, Articles of Incorporation or By-laws.
In the case of SRA, it refers to the Sugar Board.

5. Charter- refers to the formal act of Congress creating a Chartered GOCC and defining its
franchise. In the case of SRA, it refers to E.O. No. 18, series of 1986.

6. Charter Statement- refers to a statement of the SRA'S vision, mission, and core values.

7. Chief Executive Officer- refers to the highest ranking corporate executive who heads
Management, who could be named as the President or the General Manager, Chairman
or the Administrator of a GOCC. In the case of SRA, it refers to the Administrator.

8. 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 GOCC. It includes, but is not limited to, non-public information that might be of use
to competitors or harmful to the GOCC or its customers/stakeholders if disclosed, such as:
(1) non-public information about the GOCC's financial condition, prospects or plans, its

Website: http://www.sra.gov.ph , Email Address: srahead@sra.gov.ph Tel.No.: (632)455-2566, (632)455-3376, (632)455-7402, (632)455-2135




10.

11.

12.

113,

14.

15:

16.

17.

marketing and sales programs and research and development information, as well as
information relating to mergers, acquisitions, divestitures, stock splits and similar
transactions; (2) non-public information concerning possible transactions or ventures with
other companies, or information about suppliers, joint venture partners, or any
information that the GOCC is under obligation to keep confidential; and (3) non-public
information about internal discussions, deliberations and decisions, between and among
Directors and Officers.

Chartered GOCC- refers to a GOCC, including a GFl, created and vested with functions
by a special law.

Director- refers to any member of the Governing Board of a GOCC, whether it be
formally referred to as the "Board of Directors” or "Board of Trustees" or some other term
in it Charter, Articles of Incorporation or By-Laws. In the case of SRA, it refers to Board
Member.

Ex Officio Board Member- refers to any individual who sits or acts as a member of
the Board of Directors/Trustees by virtue of one's title to another office, and without
further warrant or appointment. In the case of SRA, It refers to the Secretary of the
Department of Agriculture.

Executive Officer- refers to the CEO or whoever is the highest ranking officer in the
GOCC, and such other corporate officer of the GOCC as expressly provided for in its
Charter (for a Chartered GOCC) or Bylaws (for a Non-chartered GOCC), such as the Vice-
President, Chief Financial Officer, Chief Investment Officer, and General Mattager. As
distinguished from Board Officers, Executive Officers primarily form part of the
Management of the GOCC.

Fit and Proper Rule- refers to a set of standards for determining whether a member
of the Sugar Board or the CEO is qualified to hold a position in SRA 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.

Government-Owned and/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 Government 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 (GICP), Government Corporate Entities (GCE) and Government Financial
Institutions (GFI). The term also includes a Subsidiary of a GOCC.

Management- refers to the body given the authority to implement the policies
determined by the Board in directing the course and business activities of the GOCC. I n
the case of SRA, the management is composed of the Sugar Board, the Administrator,
Deputy Administrator, Assistant Administrator, and all Department Managers.

Material Information (Material Fact) - refers to information which a reasonable
investor, stakeholder or Supervising Agency would consider important in determining
whether: (1) to buy, sell, hold or otherwise transact with the securities issued by a GOCC;
or (2) to the exercise with reasonable prudence voting rights related to securities held
with such GOCC, relating to corporate acts, contracts and transactions which would
adversely affect the operations of the GOCC.
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18. °  Non-Stock GOCC- refers to a Chartered or Non-chartered GOCC which has no equity
represented by shares of stock.
19. Officers- refer to both Board Officers and Executive Officers of SRA.

20. Per Diems- refer to the compensation granted to members of Governing Boards of a
GOCC for actual attendance in meetings.
21. Performance Evaluation System (PES) - refers to the process of appraising the

accomplishments of GOCCS in a given fiscal year based on set performance criteria,
targets and weights.

22. Performance Scorecard- refers to 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 GOCC.

23, Public Officials or Public Officers- refers 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.

24. Stakeholder- refers to any individual or entity for whose benefit the GOCC has been
constituted, or whose life, occupation, business or wellbeing is directly affected® whether
favorably or adversely, by the regular transactions, operations, or pursuit of the business
or social enterprise for which the GOCC has been instituted, and which would include a
stockholder, member, or other investor in the GOCC, management, employees, supply
creditors, or the community in which the GOCC operates.

25. 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
GOCC's vision in relation to its mission or purpose for having been created.

26. Supervising Agency- refers to a Government Agency to which a GOCC is attached to

for purposes of policy and program coordination and for general supervision. In the case
of SRA, It is the Department of Agriculture.

Section 2. Coverage. The provisions of this Manual shall apply to the members of the
Board and Management, its employees and other concerned stakeholders.

B. ROLE OF SRA IN THE NATIONAL DEVELOPMENT

Section 3. The primary purpose of SRA's creation is to promote the growth and
development of the sugar industry through greater and significant participation of the private
sector, and to improve the working condition of laborers.?

SRA as a Government-Owned and/or Controlled Corporation (GOCC) is considered a vital
instrument of the government to contribute to the country’s economic and social development. It
recognizes the importance of its mandated functions, goals and objectives for the efficient and
effective delivery of its basic public services to clients and stakeholders. These functions are the
strengthening and operationalization of the Mill District Development Committees (MDDCs) as
conduits of development in the sugarcane milling districts which include the establishment of

. Section 1, Declaration of Policy, Executive Order No. 18, Creation of Sugar Regulatory Administration (SRA)
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MDDC-supervised yield verification trials and high-yielding variety nurseries; block farming; farm-
based trainings and outreach programs for the sugarcane industry; breeding, propagation and
distribution of high-yielding varieties; sugar mill and refinery performance/efficiency improvement
programs through performance audits, technical assistance on energy and environmental audits
and good manufacturing practices; crop estimate system, promotion of diversified products from
sugarcane such as bioethanol, power generation, and other products which are commercially
viable and strict implementation of regulation and enforcement of policies on sugar production,
distribution, and marketing and the production of other products from sugarcane such as
bioethanol which include registration of millers, refiners, sugar traders, and bioethanol producers;
enforcement of sugar production allocations, through quedan system; monitoring of sugar
production, withdrawals and stocks in mills/refineries; food safety and sugar quality assessment
and assessment and monitoring the conformance to the PNS of raw and refined sugar products.

Section 4. In order to carry out and effectively implement these policies, SRA has the
following mandates and objectives:’

1 To institute an orderly system in sugarcane production for the stable, sufficient and
balanced production of sugar, for local consumption, exportation and strategic reserves;
2. To establish and maintain such balanced relation between production and requirement

of sugar and such marketing conditions as will insure stabilized prices at a level reasonably
profitable to the producers and fair to consumers; *

3. To promote the effective merchandising of sugar and its by-products in the domestic
and foreign markets so that those engaged in the sugar industry will be placed on a basis
of economic viability; and,

4. To undertake such relevant studies as may be needed in the formulation of policies and
in the planning and implementation of action programmes required in attaining the
purposes of objectives set forth under this Executive Order.

Section 5. In order to pursue economic development and to promote growth consistent
with national development policies and programs, SRA is vested with the following powers and
functions:*

1. To recommend the establishment of a sugar production, coefficient and a production
quota which shall be attached the land for each planter;

2. To institute regulations for implementing, controlling and monitoring the production
quotas;

3. To establish domestic, export and reserve allocation;

4. To explore and expand the domestic market and foreign markets for sugar and by-
products, to assure mutual benefits to consumers and producers, and to promote and
maintain proper balance of production of sugar and its by-products;

5. To institute, implement and regulate an orderly system of quedanning, disposition and
withdrawals of various forms of sugar from warehouses;

6. To evaluate and recommend to the President new projects involving the production of
sugar and its by-products and another products derived from sugarcane and sugar;

3 Section 2, The Sugar Regulatory Administration, Executive Order No. 18, Creation of SRA
4 Section 3, Powers and Functions, Executive Order No. 18, Creation of SRA
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7. To issue permits and licenses and collect corresponding fees and levies on the processing
and manufacture of sugar and its by-products and another products derived from
sugarcane and sugar;

8. To enter, make and execute routinary contracts may be necessary for or incidental to the
attainment of its purposes between any persons, firm, public or private, and the
Government of the Philippines;

9. To do all such other things, transact such other businesses and perform such functions
directly or indirectly necessary incidental or conducive to the attainment of the purposes
of the Sugar Regulatory Administration.

C. CORPORATE GOVERNANCE STATEMENT

Section 6. Corporate Governance Statement. As guiding principles to the governing
boards, executive officers and employees, SRA adopts a Corporate Governance Statement which
will inspire their actions and decisions in the operations and affairs of SRA:

“The SRA shall be a transparent, accountable, dynamic, trustworthy,
responsive, competitive and professional Government-Owned and/or
Controlled Corporation (GOCC) primarily responsible for the growth
and development of the Philippine sugarcane industry. It shall be
. governed by an ethical and competent Board and Management who
shall promote good governance and maintain high quality standards of
public service to protect and safeguard the interests and rights of its
stakeholders, sugarcane industry partners and other clienteles.”

D. COMMITMENT TO PRINCIPLES OF GOOD CORPORATE GOVERNANCE

Section 7. Commitment to Principles of Good Corporate Governance. The governing
boards, executive officers and employees shall adhere to the principles of good corporate
governance and shall adopt these standards in their policy-making and operational decisions.

a) Governing Principles of Good Governance of SRA. The corporate good governance of SRA
shall be anchored on the following principles:

1. The SRA shall promote transparency, accountability and fairness with utmost degree of
professionalism, effectiveness and efficiency in the conduct of its operations and
delivery of public services.

2. Full and accurate disclosure shall be made in all aspects and phases of its operations
which includes the financial condition, performance and governance strategies.

3. The stakeholders' rights shall be upheld and protected at all times. The SRA shall
ensure the equitable treatment of all its stakeholders and clienteles.

4. The SRA Board and Management, being fiduciaries of the State, shall act in the best
interest of SRA with utmost good’faith in all its dealings with the properties and
monies of the latter. Their actions shall be characterized by transparency,
accountability, fairness and responsibility and they shall exercise prudence and
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integrity in directing the SRA towards sustained progress over the long term. In this
regard, they have the legal obligation and duty to:’

i.  Act with utmost and undivided loyalty to the SRA;

ii.  Act with due care, extraordinary diligence, skill and good faith in the conduct of
the business of the SRA;

iii.  Avoids conflict of interest and declare any interest they may have in any particular
matter before the Board;

iv.  Apply sound business principles to ensure the financial soundness of SRA;

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

vi.  Hold a trustee relation with respect to the properties, interests and monies of SRA.

c¢) Commitment to Institutionalize the Principles of Corporate Governance. The
governing boards, executive officers, management and employees shall be committed to
observe, abide and implement the principles of good corporate governance in SRA.

E. THE SRA GOVERNING BOARD

Section 8. The SRA Governing Board. All corporate powers of the Sugar Regulatory
Administration are vested in, and exercised by the Sugar Board.’

Section 9. Composition of the Governing Board. The Board shall be composed of the
Secretary of the Department of Agriculture (DA), who shall act as Ex-Officio Chairman’, the
Administrator as Vice-Chairman, and other two (2) members representing the miller and planter
sectors of the sugarcane industry.® The Administrator shall be elected annually by the members of
the Board from among its ranks. He/she shall be subject to the disciplinary powers of the Board
and may be removed by the Board for cause.

a) Term of Office. The term of office of each Appointive Sugar Board Member and
Administrator shall be for one (1) year, unless sooner removed for cause: Provided, however,
that each Appointive Sugar Board Member and Administrator shall continue to hold office until
the successor is appointed and qualified.

An Appointive Sugar Board Member who has fully served his/her term of one (1) year
may be nominated by the GCG for reappointment by the President only if he/she obtains a
performance score of above average or its equivalent or higher in the immediately preceding
year of tenure based on the performance criteria laid down by GCG for SRA.®

«

> Items atoe, Section 19, Republic Act No. 10149, GOCC Governance Act for 2011

Paragraph.1, Section 4, Governing Body; Sugar Board, Executive Order No. 18, Creation of SRA
7 Section 49, Chapter 10, Book IV of Administrative Code of 1987

®Section 4, Executive Order No.18

% Section 1 7, Republic Act No. 10149 and Section 14,GCG Memorandum Circular No. 2012-07
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b) Appointment to any vacancy shall only be for the unexpired term of the
predecessor. The appointment of the Sugar Board Member and/or Administrator to fill
such vacancy shall be in accordance with the manner provided for regular nomination,
shortlisting and appointment of Appointive Sugar Board Members and Administrator."

Section 10. Ex-Officio Alternate. The Ex-officio Chairman may designate his ex-officio
alternate, whose acts shall be considered his acts, in accordance with qualifications for ex-officio
alternates set-forth by GCG M.C. 2012-08.

Section 11. Multiple Board Seats. No Appointive Board Member shall hold more than
two (2) other Board seats in other GOCCs, Subsidiaries and/or Affiliates™.

Section 12. Qualifications and Eligibilities of the Sugar Board. All members of Sugar
Board and the Administrator shall be qualified by the Fit and Proper Rule adopted by the GCG in
consultation and coordination with the relevant government agencies to which SRA is attached,
and approved by the President. The GCG, in coordination with the Supervising Agencies shall,
subject to the approval of the President, prescribe, pass upon and review the qualifications and
disqualifications of individuals appointed as Sugar Board Members and Administrator, ard shall
disqualify those found unfit. In determining whether an individual is fit and proper to hold the
position of Sugar Board Member and Administrator of SRA, due regard shall be given to one’s
integrity, education, training, competence and relevant experience in the Sugarcane Industry.

a) Sugar Board Member Directly Vested With Corporate Powers. Having been vested
directly by law with the legal capacity and authority to exercise all corporate powers, conduct
all the businesses, and to hold all the properties of SRA, the Governing Board is primarily
responsible for the governance of SRA. Consequently, it is the Board and not the Management
that is primarily accountable to the State for the operations and performance of SRA. Hence,
the Sugar Board has the following powers and functions, to wit:'?

1. To prescribe, amend, modify, or repeal rules and regulations, governing the manner in
which the general business of the Board shall be exercised subject to the approval of
the President;

2. To establish policies pertaining to the sugar and sugarcane production control,
quedanning of sugar produced; withdrawals from sugar warehouses; issuance of
permits and licenses in the processing and manufacture of raw sugar, refined and
other classes of sugar; issuance of permits and licenses and other related issues
pertaining to the specific and general powers prescribed in this Executive Order;

3. To enter into contracts, transactions, or undertakings of whatever nature which are
necessary or incidental to its functions and objectives with any natural or juridical
persons and with any foreign ' government institutions, private corporations,
partnership or private individuals;

OSub-section 1 4.3, Section 14, GCG Memorandum Circular No. 2012-07, Code of Corporate Governance
" Section 11, GCG Memorandum Circular No. 2012-07
YSection 6, Functions of the Sugar Board, Executive Order No. 18, Creation of SRA
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4.

To fix the compensation of the Administrator and the other officers and employees of
the Sugar Regulatory Administration, subject to the approval of the Office of the
President of the Philippines;

To approve the annual and/or such supplemental budgets of the Sugar Regulatory
Administration as may be submitted to it by the Administrator from time to time; and
To perform such other duties as may be assigned to it by the President of the
Philippines.

In addition to the abovementioned powers and functions, the Board shall also perform the
following duties and responsibilities:13

7.

10.

11.

12.

13.

14.

15.
16.

17.

Meet regularly, ideally at least once every month, to properly discharge its
responsibilities, with independent views expressed during such meetings being given
due consideration, and that all such meetings shall be properly documented or
minutes;
Determine SRA's purpose and value, as well as adopt strategies and policies, including
risk management policies and programs, in order to ensure that the SRA survives and
thrives despite financial crises and that its assets and reputation are adequately
protected;
Monitor and evaluate on a regular basis the implementation of corporate strategies
and policies, business plans and operating budgets, as well as SRA's ®ver-all
performance to ensure optimum results;
Adopt a competitive selection and promotion process, a professional development
program, and succession plan to ensure that the Officers of SRA have the necessary
motivation, integrity, competence and professionalism;
Monitor and manage potential conflicts of interest of Directors, Management, and
shareholders, including misuse of corporate assets and abuse in related party
transactions:
Implement a system of internal checks and balances, which may be applied to the
Board; and ensure that such systems are reviewed and updated on a regular basis;
Ensure the integrity of SRA’s accounting and financial reporting systems, including
independent audit, and that appropriate systems of control are in place, in particular,
systems for risk management, financial and operational control, and compliance with
the law and relevant standards;
Identify and monitor, and provide appropriate technology and systems for the
identification and monitoring of key risks and performance areas;
Adopt, implement and oversee the process of disclosure and communications;
Constitute other specialized committees as may be necessary, or required by
applicable regulations, to assist the Board in discharging its functions; and,
Conduct and maintain the affairs of SRA within the scope of its authority, as
prescribed in Executive Order No. 18 dated May 28, 1986, and other applicable laws,
rules and regulations.

b) Mandate and Responsibility of the Board for SRA’s Performance. The Board is,
however, responsible for providing policy directions, monitoring and overseeing
management actions as articulated in Executive Order No. 18, and other relevant

BSection 8, Specific Functions of the Board, Republic Act No.10149, GOCC Governance Act for 2011
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