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Dear Sir:

In compliance with IC Circular Letter 2020-72 dated 13 June 2020, we are herein
submitting the Annual Corporate Governance Report for the Year 2022 on behalf
of the Lakan Mutual Benefit Association, Inc. (LAKAN MBAI).

We hope that you find everything in order.
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Compliant / Non- vt s i
Compliant Additional information Explanation

THE BOARD GOVERNANCE RESPONSIBILITIES

principle 1. The company should be headed by a stent, working board to foster the long-term success and sustainability of the corporation in a manner consistent with its corparate ohjectives and the long-

Re. .nmendation 1.1

1. Board composed of directors with collective working
knowledge, experience, or expertise thatis relevant to
the company's industry/sector.

2. Board has an appropriate mix of competence and The Lakan MBAI Board of Trustees are equiped with
expertise COMPLIANT collective working knowledge, experience, and has

appropriate mix of competence and expertise.
3. Directors remain qualified for their positions
individually and collectively to enable them to fulfill their
roles and respansibilities and respond 1o the needs of
the organization

Recommendation 1.2

The Board of Trustees of Lakan MBAI is consists of
fifteen (15) members who are mostly retiree uniformed
public safety officers of the Philippines. as follows: nine
) (9) trustees shall be elected by the active members
inclusive of the three(3) independent trustees, and the
1. Board is composed of a majority of non-executive COMPLIANT four (4) ex-officio trustees would be the current Chiefs

directors. of the Philippines National Police Academy (PNPA),
Bureau of Fire Protection (BFP) and the Bureau of Jail
Management and Penology (BIMP), Philippine National
Police Academy Association Inc. (PNPAAI) who would
be appointed through a Board resolution of the current
Board of Trustees.
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Compliant / Non-

Additional information

Explanation
Compliant
13 - =
_qu:mendaﬂon The Governance Cormmittee provides for the board's
1 ﬁfw any provides in its Board Charter or Ma nual on effectiveness and continuing development. Specific
(‘,Iu‘r-;nr:te ricve rnance a policy on the training of responsibilities of the Governance Committee include:
directors. -
2. Company provides in its Board Charter or Manual on = Recommending to the board policies and processes
: 3 igned to provide for effective and
ce an orientation program for first apliant designe o
Forporate covernan ’ 4 efficientgovernance, including but not limited to
RS palicies for: (a) Evaluation of the Baord and the
inui ini hairperson; (b) Election and re-election of the Board
levant annual continuing training for c . ;
D members; (c) Board arientation; (d) Succession planning
s for hte Board chair and other board members.
Recommendation 1.4
The Lakan MBAI Board of Trustee is composed of all Males, since the
association was organized by mostly retired member of the public safety
agencies, hence it was only allmale composition at the moment.
1. Board has a policy on board diversity COMPLIANT

)

However, some changes couldbe seen in the future since the academy,
PNPA, had currently female griduates, it therefore could be concluded
that female Board members could be elected in the near future.
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]wrpuratiu n

1, FORTUNATO G GUERRERO, Vice-President
2. FERDINAND M GARAY, President

L kdigia Additional Informatio Explanatio
Compliant nformation xplanation

Recommendation 1.5

The Lakan MBAI has a corporate consultant and is

p currently performing the function of the Corporate
yd is assisted in its duties by a Corporate Seeretary Secretary who assists the Board during Board meetings
' and other relevant tasks of the Board of Trustees.

The acting Corporate Secretary is Ms, Rosalina V. Bactol, the
2. Corporate Secretary is a separate individual from the organization’s corporate consultant and is not the
Compliance Officer COMPLIANT [Compliance Officer
3. Corporate Secretary is not a member of the Board of Corporate Secretary is not @ member of the Board of
Directors. Trustees
4. Corporate Secretary attends training/s on carporate The Lakan MBAI Corporate Secretary was a former division
governance manager of the Insurance Commission and has in-depth

knowledge of the Corporate Governance since she had been

attending various seminars on the said topic
Recommendation 1.6

since the Compliance officers are part of the management,
1. Board is assisted by a Compliance Officer they are the one responsible in assisting the Board of

COMPLIANT Trustees in the compiiance to the government regulators.
i i ran
2. C‘.:mpllaﬂce 0.fﬁcer b rank of Vice Presa:em : The Compliance and Alternate Compliance Officers of
eauivalent position with adequate stature and aut ority | akan MBAI are the following;
COMPLIANT

3. Ccompliance Officer is not a member of the board

NON-COMPLIANT

Lakan MBA Compliance officer ispart of one of the Board of Trustee since he is
an elected Board and the Trustess elect their Officers and the By-laws states that
the Vice President should be a Trustee and the Compliance Officer should be not
lower than the Vice President, in compliance thereto, the Compliance Officer s a
member of the Board. However, the alternate Conpliance Officer is part of the
management team and not of the Board as stated in their designation
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Compliant

Additional information

Explanation

T\piiance Officer attends training/s on corporate
|e /nance annually.

NON-COMPLIANT

Since the association had the (ertificate of Authority from the Insurance
Commission in 2021, the appanted Commpliance Officers had so far, not
yet attended a Corporate Governance seminar and because of the current
pandemic situation, the association had not received any invitation to
attend such seminar. However, by this year or early next year, we will try

our best to attend at least one seminar on the said subject matter,

Principle 2. The fiduciary roles, responsibilities, and accountabilities of the Board as provided under the law, the company's articles and by-law, and other legal pronouncements and guidelines should be made
known to all directors as well as to stockholders and other stakeholders

Recommendation 2.1

L. Directors act on a fully informed basis, in good faith,

The Nomination Committee will draft a Lakan MBAI Board

qualifiedChairperson.

with due diligence and care, and in the best interest of COMPLIANT Evaluation Tool which would be use to evaluate all the Board
the company. members on their performance.
Recommendation 2.2
1. Board oversees the development, review, and The Board of Trustees reviewed and approved the Annual
approval of the company's business objectives and Plan/Business Objectives and strategy of Lakan MBAI
strategy. prepared by the management
itors implementation of COMPLIANT
4, Board o\.rEr.sees ‘?mi mo;rtc ; the dpt " 1: The Board of trustees ensures the implementation of the set
the company's business ebjectives an‘ SFHEY 10 business objectives through the quarterly assessment
E'- -~ain the company's long-term viability and strength. oresented by the management.
)
Recommendation 2.3
The Lakan MBAl is currently headed by Chairman Tomas G.
1. Board is headed by a competent and COMPLIANT Rentoy Ill, a very competent and qualified leader particularly

in management aspects.

Recommendation 2.4
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1-‘:3“_"1 ensures 3;“' Zd opts an :ﬁect:ﬂve 5““':;“:'" . The Governance Committee Chairman has the plan to review the
planning program for directors, key officers, a COMPLIANT The succession planning of Lakan MBAI Board of Trusteesjs |COmMmMittee charter to update ome required policies on corporate
management. clearly stated in the Governance Committee Charter as part |Bovernance.

}d adopts a policy on the retirement of directors SORAPLIANY of thee rasponsibifity of the Committee members This includes the clear policy o succession planning that might be
and key officers. adopted.
Recommendation 2.5
1. Board formulates and adopts a policy specifying the As Mutual Benefit Association and a non-stock, non-profit
relationship between remuneration and performance of organization, the Board of Trustees does not have ary
key officers and board members. remuneration and retirement benefits due to the nature

of their service thatis purely voluntary.
2. Board aligns the remuneration of key officers and COMPUANT
board members with the long-term interests of the For the remuneration and nomination of key officers. The
company Lakan MBA! had a Renumeration and Nomination
: Committee that discussed and decide on the benefits and
then presented to the Board for further discussion and

3. Directors do not participate in discussions or approval.
deliberations involving his/her remuneration.
Recommendation 2.6
1. Roard has a formal and transparent board nomination

jpction policy.
2. Board nomination and election policy is disclosed in
the company's Manual on Corporate Governance.
3 Board nomination and election policy include how the
company accepts nominations from minority The Lakan MBAI have a BOT Election Committee that gave
shareholders. — the guidelines which states the Compaosition, The Board Nomination and electon paolicy will be incorporated in the

Qualifications, Renumerations and Terms of Office,

Eorpnrate Governance Manual wring the review and amendment by the
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Additional Information

Explanation

4. Board nomination and election policy include how the
board reviews nominated candidates.

rd nomination and election policy include an
assessment of the effectiveness of the Board's processes
in the nomination, election or replacement of a director.

6. Board has a process for identifying the guality of
directors that is aligned with the strategic direction of
the company.

Election Process and Election Flow.

Lovernance Lommuties.

Recommendation 2.7

1. Board has overall responsibility in ensuring that there
is a group-wide policy and system governing related
party transactions (RPTs) and other unusual or
infrequently occurring transactions

2. RPT policy includes appropriate review and approval
of material RPTs, which guarantee fairness and
'};arencv of the transactions

3. RPT policy encompasses all entities within the group,
taking into account their size, structuire, risk profile, and
complexity of operations.

COMPLIANT

Transaction of RPT between Lakan MBAI and Lakan AAA
on membership contribution collections and other
required members' collections is one good example of
Related Party Transaction between related
associations..

Lakan MBAI ensures that there will be a disclosed
authority to collect on membership application and duly
approved as required by the Insurance Commission.

Recommendation 2.8
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Explanation

1. Board is primarily respansible for approving the
selection of Management led by the Chief Executive

r 't (CEQ) and the heads of the other cantrol

i 4ons [Chief Risk Officer, Chief Compliance Officer,
and Chief Audit Executive).

2. Board is primarily responsible for assessing the
performance of Management led by the Chief Executive
Officer (CEO) and the heads of the other control
functions (Chief Risk Officer, Chief Compliance Officer,
and Chief Audit Executive).

COMPLIANT

Board of Trustees General Duties & Responsibilities - to
appaint and dismiss any employee of Lakan MBAI
whether regular, probationary, casual, or contractual,
fix, or adjuast their salaries and all other personal
movements.

Each staff have a have a unique Evaluation tool which
was based on their job description. The performance
was assessed through qualitative and quantitative
competencies. The Perfarmance Evaluation Is
conducted twice a year from Jan-lune and July-
December.

Recommendation 2.9

1. Board establishes an effective performance
management framework that ensures that
Management, including the Chief Executive Officer
performance is at par with the standards set by the
Board and Senior Management.

2. Board establishes an effective performance

’ ement framework that ensures that personnel’s
b mance is at par with the standards set by the
Board and Senior Management.

COMPLIANT

The Management was mandated by the Board of
Trustees to have a semestral performance evaluation
report.
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Recommendation 2.10
1. Board oversees that an appropriate internal control
< “misin place.
2. & [nternal control system includes a mechanism for COMPLIANT Lakan MBAI Audit Committee drafted an internal

meanitoring and managing potential conflicts of interest
of the Management, members, and shareholders.

3. Board approves the Internal Audit Charter

control Charter duly approved by the Board

Recommendation 211

1. Board oversees that the company has in place a sound
enterprise risk management (E RM) framework to
effectively identify, monitor, assess, and manage key
|business risks.

2. The risk management framework guides the Board in
identifying units/business lines and enterprise-level risk
expasures, as well as the effectiveness of risk
management strategies.

COMPLIANT

Risk Management is part of the Audit Committee
responsibility. Proper Implementation and monitoring
of Internal Control procedures are in-placed to mitigate
the Enterprise Risk.

Recommendation 2.12

'Fd has a Board Charter that formalizes and clearly
1.6 its roles, responsibilities, and accountabilities in
carrying out its fiduciary duties.

2. Board Charter serves as a guide ta the directors in the
performance of their functions.

3. Board Charter is publicly available and posted on the
company's website

COMPLIANT

Lakan MBAI had the following charters which will be finalize by the end of
2022:

Internal Control Charter
MR Charter
Finance Committee Charter

Corporate Govenance Charter
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Principle 3: Board committees <hould be set up 1o the extent possible to support the effective Board's actions, particularly with respect to audit, risk ma
$ nagement, related party transactions, and other k
governance concerns, such as nomination and remuneration. The composition, functions, and responsibilities of all committees established should be ¢ i N lck e
ontained ble
F qmendation 3.1 ntained In a publcly available Committee Charter

¥

1. udard establishes board committees that focus on Corporate Governance Committer forms the the draft
specific board functions to aid in the optimal COMPLIANT of the necessasry Roles and Regulations 1o aid the
performance of its roles and responsibilities. particular Board or Committees to its performances.

Recommendation 3.2

1. Board establishes an Audit Committee to enhance its
oversight capability over the company's financial
reporting, internal control system, internal and external
audit processes, and compliance with applicable laws
Iand regulations.

3. Audit Committee is composed of at least three

appropriately qualified non-executive directors, the
majority of whom, including the Chairman, is COMPLIANT The Audit Committee had its own charter for its guide in
|independent. the performance of its duties and responsibilities.

the members of the committee have relevant
background, knowledge, skills, and/or experience in the
areas of accounting, auditing, and finance.

4. The Chairman of the Audit Committee is not the
Chairman of the Board or any other committee.
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Recommendation 3.3

1. Board establishes a Corporate Governance Committee
J to assist the Board in the performance of its

cu pOrate governance responsibilities, including the

functions that were formerly assi gned to a Nomination

and Remuneration Committee.

2. Corporate Governance Committee is compased of at
|east three members, the majority of whom should be
independent directors.

3. Chairman of the Carporate Governance Committee is
an independent directar.

COMPLIANT

The association created the Corporate Governance
Committee indicating therein its duties and

responsibilities as required by the corporation code and
the Insurance Commission.

Recommendation 3.4

1. Board establishes a separate Board Risk Qversight
Committee (BROC) that should be responsi ble far the
oversight of a company's Ente rprise Risk Management
system to ensure its functionality and effectiveness.

% .LC is composed of at least three members, the
majority of whom should be independent directors,
including the Chairman.

3, The Chairman of the BROC is not the Chairman of the
Board or any other committee.

4, At least one member of the BROC has relevant
thorough knowledge and experience in risk and risk
management.

COMPLIANT

Functions of the BROC is for finalization by the end of 2022
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Recommendation 3.5
' = Board establishes a Related Party Transactions
, /Committee, which is tasked with reviewing all
material related party transactions of the campany. P— )
ia d party a company. COMPLIANT The organization at present isin the process of organizing all its activities,
hence the third party trasacticn will be discussed later on. Hence the
2. RPT Committee is composed of at least three non- committee to handle the said transaction will then be created.
executive directors, majority of whom should be
independent, including the Chairman.
Recommendation 3.6
1. All established committees have Commiitee Charters
stating in p‘Iain terms their respestive puipasss, All Committees are in the process of drafting their charters to be
memberships, structures, operations, reporting process, presented to the Board for hsapproval
resources, and other relevant information. o )
COMPLIANT

2. Committee Charters provide standards for evaluating
the performance of the Committees.

himittee Charters were fully disclosed on the
company's website.

the performance of the Board and every committee

The Governance Committee is responsible of evaluating

All Charters will be published on the website as soon as they are appraved
by the Board

Principle 4: To show _-fullmmmmmmm.medmmummeﬁm:mmﬂ&mmwmpmﬂvm-eﬁecnuypmmmdrduﬂsmdmmndhﬂmmdudm sufficient time to

be familiar with the corporation's business.
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Recommendation 4.1
1. The Directors attends and actively participates in all
meetings of the Board, Committees and sharsholders in

»n or through tele or videocon ferencing conducted

in accordance with the rules and reg ulations of the
Commission.

— Trustees attends all meetings and actively participate

2. The director's review meeting materials for all Board therein either personally or through zoom meetings.
and Committee meetings.

3. The directors ask the necessary questions or seek
clarifications and explanations during the Board and
Committee meetings.

Recommendation 4.2

1. Non-executive directors concurrently serve as
directors to a maximum of five Insurance Commission
Regulated Entities (ICREs) and publicly listed companies Member of the Board of Trustees does not have any
to ensure that they have sufficient time to fully prepare Directorship to any PLC

for meetings, challenge Management's proposals/views,
ar- gversee the long-term strategy of the company.

J

COMPLIANT

Recommendation 4.3

1. The directors notify the company's board where
he/she is an incumbent director befare accepting a
directorship in another company.

Member of the Board of Trustees does not have any
Directorship to any PLC
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mﬁmmmmmm mmmmwm-mann.

r mmendation 5.1

TBoard is composed of at least twenty percent
{(20%) independent directars

COMPLIANT

Lakan MBAI has two (3) Independent Trustees out of 12
active members of the Board.

Recommendation 5.2

1. The independent directors possess all the necessary
qualifications and none of the disqualifications to hold
the position.

COMPLIANT

The Independent Dorectors (Trustees) are all qualified
in accordance with th rules and regulations on
qualifications as passed by the Board of Election

Recommendation 5.3

1. The independent directors serve for a maximum
cumulative term of nine years. As far as Insurance
Companies are concerned, the foregoing term limit shall
rhe reckoned from 02 January 2015 while the reckoning
date for the Pre-Need Companies and Health
Maintenance Organizations shall be fram 21 September
2016.For the other covered entities, all previous terms

* jvby existing Independent Directors prior to the

L ity of this Circular shall not be included in the
application of the term limit prescr ibed in this item.

2. The company bars an independent director from
serving in such capacity after the term limit of nine
years.

COMPLIANT

Lakan MBAI will strictly follow the term limit of the
independent trustee of nine years. Since the association
is anly on its 2nd year as licensed MBAI hence no
Independent Trustee/Director had served the
association for more than nine (9) years,
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3. in the instance that the company retains an
independent director in the same capacity after nine
\ the board submits to the Insurance Commission a
I ..ngl written justification and seeks shareholders
approval during the annual shareholders' meeting.
Recommendation 5.4
The Chairman of the Board and the Chief Executive
Offi e
1. The positions of Chairman of the Board and Chief — c:::"‘ a’:f‘t:"";“ f’:"‘f“‘h other.the current
Executive Officer are held by separate individuals e R u_ Trustees is Lakan Tomas G,
Rentoy lll while the President is Lakan Ferdinand M
Garay who is the CEO.
| R ;
2. The Chairman of the Board and Chief Ex scutive Officer Roles and Responsibilities of the Cahirman of the Board
) e COMPLIANT and President/CEQ under the amended By-Laws of
have clearly defined responsibilities.
2022, approved by the SEC
Recommendation 5.5
1. if the Chairman of the Board is not an independent
r or where the roles of Chairman and CEO are COMPLIANT The Independent Directors (Trustees) are Lakan Pedro E

L. ..¢ held by one persan, the Board should designate a
lead director among the independent directors.

Juuiaang, Jesse | Sto. Domingo and lakan Romar E Exile

Recommendation 5.6

1. Directors with a material interest in a transaction
affecting the corporation should abstain from taking part
in the deliberations for the same.

COMPLIANT

The members of the Board of Trustees da not have
material interest in any transactions in compliance to
the policy on related party transactions.
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2. The meetings are chaired by the lead of the
independent director.

Compliant / Nen- _
Compliant Additional Information Explanation
Recommendation 5.6
1. The non-executive directors (NEDs) have separate
Yyic meetings with the external auditor and heads of
tie 1Aternal audit, compliance, and risk functions,
without any executive directors presentto ensure that
proper checks and balances are in place within the COMPLIANT The Audit Committee takes care of such meetings

mammmammdxwwmmmmm should regularly carry out evaluations to appraise its performance 2 a body, and —

Recommendation 6.1

1, The Board conducts an annual assessment of its
performance as a whole.

2. The performance of the Chairman is assessed annually
by the Board

; ] performance of the individual member of the
. s assassed annually by the Board.

4. The performance of each committee is assessed
annually by the Board.

5. Every three years, the assessments are supported by

COMPLIANT

an external facilitator.

The Board of Trustees will conduct Performance
Evaluation at the end of 2022 for the period of January
2022-December 2022 using the BOT Performance
Evaluation Tool

This is the 2nd year of the Certificate of Authority of the association as a
mutual benefit association under the supervision of the IC, this will be for
compliance on the 3rd year eron 2023

rRecommendation 6.2
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the shareholders

Compliant / Non-
Compliant Additional Information Explanation
1 Board has in place a system that provides, atthe The Board of Trustees will conduct Performance
minimum, criteria, and processes to determine the Evaluation at the end of 2022 for the period of January
performance of the Board, individual directors, and 2022-December 2022 using the BOT Performance
hittees. COMPLIANT Evaluation Teol

The stakeholders can anytime access our website for

feedbacking.

principle 7: Members of the Board are duty-bound to apply high ethical standards, taking into account the interests of all stakeholders.

Recommendation 7.1

1. Board adopts a Code of Business Conduct and Ethics,
which provides standards for professional and ethical
behaviar, as well as articulates acceptable and
unacceptable conduct and practices in internal and
external dealings of the company.

2. The Code is properly disseminated to the Board,
senior management, and employees.

3. The Code is disclosed and made available to the public

through the company website.

COMPLIANT

The Handbook for Code of Distipline was distributed to the Board of
Trustees, Management, and Employees. The Code of Disipline Is
mandatorily discussed to all employees and Board of Trustees upon entry
as part of the arientation and procedures of Lakan MBAI.

hmendation 7.2

1. 1he Board ensures the proper and efficient
implementation and monitoring of compliance with the
Code of Business Conduct and Ethics.

2. Board ensures the proper and efficient
implementation and monitoring of compliance with
company internal policies.

COMPLIANT

The conduct of Semestral $taff Performance evaluation is the proof of
implementation and monitorirg of staff compliance with the Code.

DISCLOSURE AND TRANSPARENCY

mndpk_a:Themmpawmﬁmﬂlﬂl corporate disclosure policies and procedures that are practical and in accordance with best practices and regulatory expectations.expectations,
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Recommendation 8.1

1. The Board establishes corporate disclnsure policies

rocedures to ensure a comprehensive, accurate,
. uble, and timely report to shareholders and other
stakeholders that gives a fair and complete picture of &
company's financial condition, results, and business
aperations.

COMPLIANT

Annual Audited Financial Statements and Annual Report were disclosed at
the website and readily avaiiable for viewing by our stakeholders.

Recommendation 8.2

1. Board fully discloses all relevant and material
information on individual board members to evaluate
their experience and qua lifications, and assess any
potential conflicts of interest that might affect their
judgment.

COMPLIANT

Board of Trustees Profiles are available on the website

2. Board fully discloses all relevant and material
information on key executives to evaluate their
experience and qualifications, and as<ess any potential
conflicts of interest that might affect their judgment.

COMPLIANT

Key managements Profiles are available on the website

P~ ~mmendation 8.3

lis -.;r}n_pany provides a clear disclosure of its policies and
procedure for setting Board remuneration, including the
level and mix of the same in the Annual Corpo rate
Governance Report consistent with ASEAN Corporate
Governance Scorecard (ACGS) and the Revised
Corporation Code.

COMPLIANT

Lakan MBAI amended By Laws states that the member
of the Board of Trustees shall not receive any salary due
to their voluntary service te the association.
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2. Company provides a clear disclosure of its policies and
procedure for setting Executive remuneration, Incuding

‘vel and mix of the same in the Ann ual Corporate
Guedrnance Report consistent with the ASEAN
Corporate Governance Scoreca rd (ACGS) and the
Revised Carporation Code.

3. Company discloses the remuneration on an individual
basis, including termination and retirement provisions.

The Renumeration and Nomination Committee Charter
of Lakan MBAI had a Salary Scale/Structure that states
the rules and regulations that inumerates specific
salary, renumeratians, including termination,
retirement provisions, and other benefits for the
administrative staffs

Recommendation 8.4

Transactions (RPTs) and other unusual or infrequently
oceurring transactions.

1. Company discloses its policies governing Related Party|

2. Company discloses material or significant RPTs in its
Annual Company Report or Ann val Corporate
Governance Report, reviewed and approved by the
Board, and submitted for confirmation by a majority

"pf the stockholders in the annual stockholders’
ln.ceﬂng during the year.

COMPLIANT

Related Party Transaction Policy that are unusual or unfrequently occuring
are nor yet experienced by the association at the moment. Hence, policies

are not yet in place, However, it would be included in the review of the
Corporate Govenance Code.

Recommendation 8.5

1. Company's corporate governance policies, programs,
and procedures are contained in its Manual on
Corporate Governance (MCG).

2. The Company's MCG is posted on its company
website

COMPLIANT

The Curporate Govenance manual is under review at the moment, it
would be posted as soon as itis appraved by the Board of Trustees
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principle 9: The company should establish standards for the:

ity

Retommendation 9.1

appropriate selection of an external auditor, and effective oversight of the same to strengthen the external auditor's independence and enhance audit

1. Audit Committee has a robust process for approving
and recommending the appointment, reappointment,
removal, and fees of the external auditors.

2. The appointment, reappointment, removal, and fees
of the external auditor is recommended by the Audit
Committee, approved by the Board, and ratified by the
shareholders.

3. For the removal of the external auditor, the reasons
for remaoval or change are disclosed tothe regulators
and the public through the company website and
required disclosures.

COMPLIANT

The Audit Committee had 100% authority to recommend the approval of
appointing, reappointing, or removal of the external auditors as well as
the fees ta be extended to them. All recommendations are duly ratified
and approved at the Annual General Membership Meeting.

Recommendation 9.2

i’rt Committee Charter includes the Audit

. mittee's respansibility on: i, assessing the integrity
and independence of external auditors; ii. Exercising
effective oversight to review and manitor the external
auditor's independence and objectivity; and iii.
Exercising effective oversight to review and monitor the
effectiveness of the audit process, taking into
consideration relevant Philippine professional and
regulatory req ulrements.

COMPLIANT

All duties and responsibilities of the Audit Committee are enbodied in the
Audit Committee Charter which would be published on the webpage of
the association as soon as thesaid chapter is approved by the BOT
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2. Audit Committee Charter contains the Committee's
responsihility on reviewing and monitoring the external

'or's suitability and effectiveness onan annual basis.

Recommendation 9.3

1. Company discloses the nature of non-audit services
performed by its external auditor in the Annual Report
to deal with the potential conflict of interest.

2. Audit Committee stays alert for any pote ntial conflict
of interest situations, given the guidelines or policies on
non-audit services, which could be viewed as impairing
the external auditor's objectivity

COMPLIANT

No transaction for Non-Audit Service rendered by the
External Auditor

Policies and guidelines for this non-audit services will be included in the on
going review and amendment of Board Committee charters

Principle 10: The company should ensure that the material and reportable non-financial and sustainability issues are disclosed.

Recommendation 10.1

1. Board has a clear and focused palicy on the disclosure
’ _financial Information, with emphasis on the

Jlgement of economic, environmental, social, and
governance (EESG) issues of its business, which
underpin sustainability.

2. Campany adopts a globally recognized
<standard/framework in reporting sustainability and non-
financial issues

COMPLIANT

Management of Pandemic in relation the effects to
Lakan MBAI Operations
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pﬁwznmmm&mm:mmuﬂwnqmﬁemmmw channel for disseminating relevant information. This thannel is erucial for informed decision- making by investors,
and other interested users.
Recommendation 11.1

1. rhe company should have a website toensure 3

comprehensive, cost-efficient, transparent,‘ and timely COMPLIANT lakar \.-\:z. X q:g b
manner of disseminating relevant information to the www lakanmbal.com
{public.

Principle 12: To ensure Integrity, W;mmwinmmmmmkﬁwmmmwdmnudme-wmm and enterprise risk management framewark, a strong and effective
Internal cantrol system, and enterprise risk management framework.

Recommendation 12.1

The Audit Committee shall have the following functions:
1. The Audit Committee or at least its Chairman should
meet with the managementquarterly to review the
Lakan MBAI financial statements and effectiveness of
the internal control system.

2. Should meet periodically with management and the
internal auditors in separate executive sessions to

) discuss any matters that the Committee believe should
be discussed privately.

3. perform oversight financial management functions
specifically in the areas of operational, legal and ather
1. Company has an adequate and effective internal COMPLIANT risks to Lakan MBAI,
control system in the conduct of its business.
4. Review the quarterly, semi-annual and annual
financial statements before submissionto the Board.

5. Maniter and evaluate the adequacy and effectiveness

of the internal control system.
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6. Assess compliance with existing policies and
procedures and applicable laws, rule sand regulations.
\ 7. Review internal audit reports where applicable and
‘ monitor the status of therecommendations and their
implementation.
8. Review and approve the annual internal audit plans
and programs and ensure itsaccomplishment.
2. Company has an adequate and effective enterprise :
risk management framework in the conduct of its COMPLIANT The cumprehensiwz risk management framework is included in the
business. formulation of the Board RiskOversight Committee
Recommendation 12.2
1, Company has in place an independent internal audit
function that provides ?"‘ inde?end:nt_an:dolsﬁcsi:i l ORI The independent internal auditor of lakan MBAI was
assurance, and consulting services « esigned to agdvaiue outsourced from the partner association (Lakan AAA).
and improve the company's operations.
Recommendaticn 12.3
» company has a qualified Chief Audit Executive
(La€) appointed by the Board
2. CAE oversees and is responsible for the internal audit
activity of the organization, including that portion that is COMPLIANT The independent internal auditor of lakan MBAI was
cutsourced to a third-party service provider. outsourced from the partner association (Lakan AAA).
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3, In case of a fully outsourced internal audit activity, a

qualified independent executive or senior management
ennel is assigned the responsibility for managing the
; Joutsourced internal audit activity.

Recommendation 12.4

1. The company has a separate risk management
function to identify, assess and monitor key risk
exposures

COMPLIANT

Recommendation 12.5

1. In managing the company's Risk Management System,
the company has a Chief Risk Officer (CRO), who is the
ultimate champion of Enterprise Risk Management
(ERM).

2. CRO has adequate authority, stature, resources, and
support to fulfill his/her responsibilities.

COMPLIANT

Risk management is the respansibility of the Compliance officer of the Anti
Fraud plan,

CULTIVATING A SYNERGIC RELATIONSHIP WITH SHAREHOLDERS

m&hmmmmamwmm and equitably, and also recognize, protect, and facilitate the exercise of their rights.

Recommendation 13.1

1. Board ensures that basic sha reholder rights are
disclosed in the Manual on Corporate Governance.

2. Board ensures that basic shareholder rights are
disclosed on the company's website.

COMPLIANT

Lakan MBAI Corporate Governance Manual will be
publish on the association webpage as soon as
approved by the BOT

Recommendation 13.2
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1. Board encourages active shareholder participation by The Notice of the meeting and Agenda for the 2022
sending the Notice of Annual and Special Shareholders’ Annual General Membership Meeting will be uploaded
rr-eting with sufficient and relevant information at least COMPLIANT to the Website 22 days before the AGM.

hys before the meeting.

Recommendation 13.3

1. Board encourages active shareholder participation by
making the result of the votes taken during the most
recent Annual or Special Shareholder<’ Meeting publicly

ilable the next warkin .
available the next warking day Lakan MBAI Website Minutes of Annual General

COMPLIANT
Meeting

2. Minutes of the Annual and Special shareholders’
Meetings are available on the company website within
five business days from the end of the meeting.

Recommendation 13.4
1. Board has an alternative dispute mechanism to
resalve intra-corporate disputes in an amicable and

£ ~rtive manner
\ NON-COMPLIANT The alternative dispute mechanism (AdreM)for inclusion in the Corporate
Governance Manual

2. The alternative dispute mechanism is included in the
company's Manual on Corporate Governance.

DUTIES TO STAKEHOLDERS
mndpleufhﬂmwfmsuﬁeholﬁerses:abﬂsmd by law, by contractual relations, and through voluntary commitments must be respected, Where stakeholders’ & e
chould have the apportunity to obtain prompt effective redress for the violation of their rights. ' o rights and/or inkerests are at stake, stakeholders
Recommendation 14.1
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Compliant
1. Board identifies the company's various stakeholders
and promotes cooperation between them and the COMPLIANT included in the Corporate Governance Manual
Tany in creating wealth, growth, and sustainability.
L
Recommendation 14.2
1. Board establishes clear policies and programs to To Brotact Lakan MBAL stakehold _
provide a mechanism on the fair treatment and COMPLIANT e BARStSe OIS the association
formulated the anti-fraud plan.
.Erntec‘tion of stakeholders.
Recommendation 14.3
1. Board adopts a transparent framework and process o i B S . )
that allow ctakeholders to communicate with the cy o communicate and protection to our
COMPLIANT stakeholders can be refer 1o our Whistleblower

company and to abtain redress for the violation of their

protection policy.

rights.

Principle 15: A mechanism far employee participation

shmﬂd-aedevalupeﬂmn'eateamnhioﬂtenvlmnmmt,neali:eﬂlemwswwmlnmcom“mﬂ = p

Recommendation 15.1

1. Board establishes policies, programs, and procedures

The Lakan MBAI Management and employees are

COMPLIANT r ible fi i i
that encourage employees 1o actively participate in the & ‘::I:i:?: I;:" o fr::r::ian n: t:e A:nual Operations Plan
r- “2ation of the company's goals and its governance. wp G
i
y
Recommendation 15.2
1. Board sets the tone and makes a stand against corrupt|
practices by adopting an anti-corruption policy and COMPLIANT The Board of Trustees approved the Anti-Fraud Plan For inclusion in the Code of Dicipline poli
rogram In its Code of Conduct. i
2. Board disseminates the policy and program to The Anti-Fraud Manual is discussed during the
COMPLIANT orientation of new staff for thelr information and

employees across the organization through trainings to

embed them in the company's culture.

guidance.




Name of MBA: LAKAN MUTUAL BENEFIT ASSOCIATION, INC.
(Lakan MBAI)

2022 ANNUAL CORPORATE GOVERNANCE REPORT

Compliant / Non-
Compliant Additional Information Explanation

Recommendation 15.3

1. Board established a suitable framework far

w* *<tleblowing that allows employees to freely
hunicate their concerns about illegal or unethical

practices, without fear of retaliation.

2. Board establishes a suitable framework for COMPLIANT Lakan MBAI established Whistleblower protection
whistieblowing that allows employees to have direct policy approved by the Bo ard
access to an independent member of the Board or a unit

created to handle whistleblowing cancerns.

3. Board supervises and ensures the enforcement of the
| whistleblowing framework

Principle 16: The company should be socially responsible in allits dealings with the communities where it operates. it should ensure that its interactions serve o
orogressive manner that i fully supportive of ts comprehensive and balanced development. ks environment and stakehoiders ina positive and

Recommendation 16.1

The assaciation has a corporate social responsibility

1. Company recognizes and places importance on the :
program called The Social Protection Program that will

‘ependence between business and society, and

; 0 iati

. dotes amutually beneficial relationship that allows COMPLIANT help not only the members of the association but as

the company to grow its business while contributing to :;E . i” the general public in case of clamities or other
sasters.

the advancement of the soclety where it operatas.




