MALACANAN PALACE
MARNILA

BY THE PRESIDENT OF THE PHILIPPINES

EXECUTIVE ORDER NO. £4

PRESCRIBING RULES TO GOVERN THE COMPE
THE BOARD OF DIRECTORS/TRUSTEES IN
CONTROLLED CORPORATIONS INCLUDING
INSTITUTIONS

TION OF MEMBERS OF

G§VEHI‘H‘IEHT—DWHED OR-

OVERNMENT FINANCIAL

WHEREAS, Section 1, Article Xl of the 1987 (

anstitulion provides that a

"Public office is a public trust Public officers and emplpyees must at all times: be

accountable to the people, senve lhem with utmas! res
and efficsancy, act with patristism and justice, and tead m

WHEREAS, pursuant to this constitulional mand
{The Code of Conduct and Ethical Standards for
derects public officials and employees to uphold public in
and for this purpose, to use governmen] resounces a
efficlently, effectively, honeslly and econcmically o av
resourcas,

WHEREAS, transparency, accountability and

nalbility, integrity, loyalty,
asf bves."

te, Republic Act No. 6713
Officiats and Employees)
rast over personal interess
thi powars of their offices
it wastage of governméni

prudencea N govemment

spending are among the cofe governance policied being adopted by this

Agministralion;

WHEREAS, government-owned or-conirolled corm
government financial inshtutions (GF1s) are government
public funds which must be used prudently at all f
dissipation and waste,

orations (GOCCs) including
neigs and their funds are
with a view fo prevent

WHEREAS, membership in the Board of Directors/Trustess of GOCCs 8 a

public offica under tha Executive Deparimeant;

thaif mermbars excessive salares, per diems, allowa

bonuses, incentives and

WHEREAS, the Board of CrrectorsiTrustees ﬂfn%;tam GO0 Cs have granted

pther benefits which cause demoralization in the bur
governmant revenuss,

ucracy and depletion of

WHEREAS, pursuani to Section 17, Artiche VIl o
President shall have control of all the executive departm

the 1987 Constituton, the
ts, bureaus and offices;

WHEREAS, consistent with the precept of publig accountability, it becomes

imperative for tha Prasident of the Philippines to exerc

hig power of confrod over

GOCCs to mtionalize the compansation of the mambers of thier Board of

Directors Trustees




NOW, THEREFORE, |, BENIGNO 5, AQUINO 1ll, Presideni of the
Philippines, by virtue of the powers vested in me by the| Constitution and by law, do
heraby order

SECTION 1. Palicy Considerations - Cogniza
Directors/Trustees as staward of the corporation it se

interesis

of the people who are the true sharehold

of the role of the Board of
and garetaker of the best
of the corporation, the

rationalization of the compensation for members of the [Board of Directors/Trusiees
in GOCCs shall be anchored on the following policy co

a)

b}

d)

SECTION 2. Definition of Terms — Unless othe

Promote transparency, accountability, and
spending,

deratians of the State:

prudenca In -govemiment

Enable the GOCCs to perform their mandgted developmental, social,

commarcial, proprietary. and regulatory fung
demands for an effective and efficient delivery

tions, and respond to the
of essantial public services,

thereby significantly contribule to nabional devalopment,

Strengthen the overall governance and m
among athers, altracting highly qualified and ¢

nagement of GOCCs by,
mpetant indviduals!

Improve the monitoring, supervision, and evaluation of the management

and oparations of GOCCs, and

Provide for the standardization and rationall

allowances, bonuses, incentivea, and other be

efils,

provided elsewhers in

the Executive Order, the following terms shall mean as follows

a) GOCC - 'Any agency organized as a stock or non-stock corporation,
vested with functions relating lo public needs whether governmeantal or

)

=

d)

proprietary in nature, and owned by the Gove
instrumenialities either wholly, or, where a
stock corporations, to the exten! of at least 51

Chartered GOCC - A GOCC, including a G
corporate functions by a special law.

Non-chartered GOCC - A GOCC organized
Fambansa Bilang B8 {The Caorpovalion Code o

owns majdnty of the capdal stock and which

nt directly or through its
icabia, as in the case of
of its capital stock.
I, ereated and vested with

nd operating under Batas
the Philippines),

re either registerad with or

GFl = A financial instilution in which the Ganmenl direcily or indirectly

directly supervised by the Bangko Sentral ng
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e} Subsidiary - A corporation mere than 50% off the vating stock of which is
owned or conlrolled, directly or indirecy through one or more
intermediaries, by a GOCC.

Exaﬂmuf_n Board Member — An individual who sits or acts as a mamber
of the Board of Direclors/Mrustees by virtue of his/her title to anothar

gl

h)

office, and without further warrant or appoin

Authorized Alternate/Representative — A
designated by an Ex-Cfficio Board member
perform the functions of tha latter in the
incapacity whnen allowed by law

Appointive or Elective Board Member - A
as a member of the Board of Directors/Tr
appointment or election to such position

Per Diems - Compensation granted to
Directors/Trustees of a GOCC for attendance

Salaries, Allowances, Bonuses, and Bena

ndividual wha is officially
exercisa the powers and
ent of hisier absence or

i individual who sits or acts
pstees by virtue of hisfher

embers of the Board ol
n meatings

fits = Any amount paid to

members of the Board of Directors/Trustees other than per diems and

performance-based incentives

Annual Retainer Fees — Annual lump sum

unt paid o a member of

the Board of Directors/Trustees for sarvices rapderad

Performance-based Incentives — Rewards, |
membears of the Board of Directors/Trustees
targels

cash orin Kind, granted o
for exceeding performance

Reimbursable Expenses - Actual and reasohable expenses incumed by
mambers of the Board of Direclors/Trustees infthair performance of official
functions which may be legally reimbursed.

Stock Plans - Refers to stock aptions, outght stock, restricted stock,
and deferred stock

n)

SECTION 3. General Provisions — The cumpamhnn of members of the
Board of Directors/Trusleas in GOCCs shall be in acqordance with the following
principles:

a) The compensation system shall have the following charactenstics:

1. Simple and easy to understand, interprel. manage, and mplement;

2. Consistent with best practices for public and private corporations; and

3. Takes into consideraton the peculiar nalurd of corporabions in Brms of
size, stralegic posiioning, nature of operatigns, and financial capability,

oJa




4. Subject to periodic rewview to take info account prevailing best

pracuces, the peculiar nature of

rporations, organizational

performance, the changes In skills and competence requirements, and

the possible erosion in the purchasing p
factors.

r due to inflation and other

b) The compensation shall have the following charactleristics,

1. Just and equitable in accordance with the principle of equal pay for

work of equal value,

2. Generally comparable with those in [the private sector doing

comparabie work in order to attract, reta
competent members of the Board of Direct

, Bnd motivate a corps of
ralTrustees;

3. Perormance-based with due considetation to  Individual and

organizational performance in terms
developmental, and regulatory performancs

4. Far, reasonabla, and in consideration of

of financial, operatonal,
, where applhicable;

fiscal realities such as the

availability of funds and the financial capabiity of the organization; and

5. Subject to the approval of the President,

SECTION 4. Coverage — The policies. principles
shall apply to:

a) Membars of the Board of Directors/Trustees o
Charter, whether or nct covered by the 5
regardless of classification. and all their subsi
Barngko Senifral ng Pilipinas; and

. and riles sat forth herein

all GOCGs, with or without
tary Standardization Law,
ries, but shall exclude thi

b) Representatives of GOCCs in the Boards of grivate corporations wherein

the GOCCs have invesimenis.

SECTION 5. Local Water Districts - M

bers of the Board of

Directors/Mrustees of Local Water Districts shall likewisg be subject to the policies

and principles set forth herein, Separate rules
compensation of members of the Board of Direg
Districts shall be issued for this purmosa

maximum allgwable compensation for members of the

ning o clazsification and
rustees of Local Water

pard of Direclors/Truztees

SECTION 6. GOCC Classificatian - For the Erpnse of datermining the

pursuant 1o this Executive Order, GOCCs shall be classi
and revenues as follows’

d by size based on assels
















