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TSP MUTUAL BENEFIT
ASSOCIATION, INC.

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of TSPl MUTUAL BENEFIT ASSOCIATION, INC. (the
“Association™), is responsible for the preparation and fair presentation of the financial
statements as at and for the years ended December 31, 2015 and 2014, including the
additional components attached therein, in accordance with the prescribed financial
reporting framework indicated therein. This responsibility includes designing and
implementing internal controls relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or
crror, selecting and applying appropriate accounting policies, and making accounting
estimates that are reasonable in the circumstances.

The Board of Trustees reviews and approves the financial statements and submits the
same 1o the members.

R.G. Manabat & Co., the independent auditors appointed by the members, has audited
the financial statements of the Association in accordance with Philippine Standards on
Auditing, and in its report to the members, has expressed its opinion on the fairness of
presentation upon completion of such audit.

Signature

Signature ‘%//M

FLORENCIA G. TARRIELA - Treasurer

Signature

EDU?(DO@( MENDOZA - President & CEO

Signature

NELIA A/NAYVE - Deputy Director — Finance & Admin

Signed this 11th day of April 2016
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REPORT OF INDEPENDENT AUDITORS

The Board of Trustees and Members

TSPI Mutual Benefit Association, Inc.

3* Floor, TSPI Building, 2363 Antipolo St.
Guadalupe Nuevo, Makati City

Report on the Financial Statements

We have andited the accompanying financial statements of TSP Mutual Benefit Association,
Inc. (a nonstock, nonprofit orgamization), which comprise the statements of assets, liabifitics and
fund balance as st December 31, 2015 and 2014, and the statements of comprehensive income,
statcments of changes in fund balance and statements of cash flows for the years then ended, and
notes, comprising a summary of significant accounting policies and other explanatory
information,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Philippine Financial Reporting Standards, and for such intermal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether duc to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Philippine Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
Jjudgment, including the assessment of the nisks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedurcs that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.

An audit also includes evaluating the appropriateness of accounting policics used and the
reasonsbleness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements,

We belicve that the sudit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all matenial respects, the financial
position of TSPI Mutual Benefit Association, Inc, as at December 31, 2015 and 2014, and its
financial performance and its cash flows for the years then ended in accordance with Philippine
Financial Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulations
No, 15-2010 of the Bureau of Internal Revenue

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information in Note 22 to the financial
statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the basic financial statements. Such supplementary information is the
responsibility of management. The supplementary information has been subjocted to the auditing
procedures applied in our audits of the basic financial statements. In our opinion, the
supplementary information is fairly stated, m all matenal respects, m relation to the basic
financial statements taken as a whole,

R.G. MANABAT & CO.

DENNIS L Ii.}AN
Partner
CPA License No. 089564
IC Accreditation No, SP-2014/023-R, Group A, valid until August 26, 2017
SEC Accreditation No, 1182-AR-1, Group A, vahid until April 30, 2018
Tax ldentification No. 161-313-405
BIR Accreditation No. 08-001987-28-2014
Issued September 26, 2014; valid until September 25, 2017
PTR No. 5320748MD
Issued Junuary 4, 2016 at Makati City

April 1, 2016
Makati City. Mctro Manil
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TSPI MUTUAL BENEFIT ASSOCIATIO 4

(A Nonstock, Nonprofit Organization) = MAY 1 0 2016
STATEMENTS OF ASSETS, LIABILITIES AND F

{canber 31
Note 2015 2014
ASSETS
Cash and cash equivalents 7 P13.876,076 P20,08] 462
Short-term investments 8 3,141,395 3,116,138
Available-for-sale financial assets 9 713,700,414 674,708,931
Held-to-maturity investments 10, 19 97,551,958 84,490,843
Receivables 11 14,032,715 17,448 885
Property, equipment and computer software - net 13 6,212,839 8,801,661
Retirement asset | 21 2,807,191 4,017,003
Other assets 14 944,547 742,425
P852,267,135 P813,407 348
LIABILITIES AND FUND BALANCE
Liabilities
Claims payable 15 P5,010,457 P3,631,544
Accrued expenses and other liabilities 16 36,755291 28,943,661
Aggregate reserves 17 12,412,582 12,328,295
Equity value reserves 18 316,436,514 295,023,168
Total Liabilities 370,614,844 339.926.668
Fund Balance
Guaranty fund reserves 19 82,573,455 74,360,496
General fund balance 20 67985334 60,791,208
Funds assigned for members' benefits 20 225,627,464 214,938,570
Funds assigned for capacity building 20 98,389.662 92,116,530
Employee benefit reserves 390,669 2,203,855
Fair value reserve on available-for-sale financial
assets 9 6,580,016 27,880,558
Fair value reserve on held-to-maturity
investments to be amortized in profit or loss 105,691 1,189,463
Total Fund Balance 481,652,291 473,480,680
P852,267,135 P813,407.348
See Notes 1o che Financia! Sketemenss.




TSPI MUTUAL BENEFIT ASSOCIATION, INC.
(A Nonstock, Nonprofit Organization)

STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31
Note 2015 2014
NET MEMBERSHIP FEES
Membership fees 12 P164,259,193 P179.178,741
Membership fees ceded to reinsurers (159,778) {97,334)
164,099 415 179,081,407
CLAIMS AND BENEFITS EXPENSES
Claims and benefits 15 43.477,339 46,467,830
Increase in equity value reserves 33351,182 37,908,037
Increase (decrease) in agpregate reserves 84,287 (69.,550)
76,912,808 84,306,317
GENERAL AND ADMINISTRATIVE
EXPENSES
Salaries and other employee benefits 45,549,927 43,610,982
Marketing and sales 19,164,323 22,161,705
Depreciation and amortization 13 5,121,928 3,780,548
Incentives 2,247,092 2453,033
Office supplies 1,758,716 2,373,158
Planning, meetings and conferences 1,074,799 938,507
Communication, light and water 1,061,361 1,158,541
Repairs and maintenance 889,149 613,307
Transportation and travel 771,770 320,073
Advertising and promotion 743.520 367,972
Professional fees 663,918 562,124
Dues and fees 156,778 79,138
Representation and entertainment 124,732 160,889
Taxes and licenses 101,055 62,015
Donation 12,000 -
Miscellaneous 701,728 466,581
80,142,796 79,108,573
OPERATING INCOME 7,043,811 15,666,517
OTHER INCOME (EXPENSE)
Interest income 33597055 29,616,932
Gain on sale of investments 1,405,616 1,309,033
Dividend income g 475451 651,318
Other income 392975 1,426,624
Interest expense 18 (6,597374) (5,922,397)
29.273,723 27,081,510
NET INCOME 36,317,534 42,748,027
Forwerd
RE J '



Years Ended December 31

Note

2015 2014

OTHER COMPREHENSIVE INCOME

Item that will not be reclassified to profit or loss
Remeasurement of employee benefit reserve 21

Ttem that may be reclassified to profit or loss
Net change in fair value of available-for-sale
financial assets 9

(P1,813,186) P2,143,880

(21,300542) 13900972

TOTAL COMPREHENSIVE INCOME

P13.203,806 P58,792,879

See Noses 1o the Financas! Stasements.
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TSPI MUTUAL BENEFIT ASSOCIATION, INC.
(A Nonstock, Nonprofit Organization)

STATEMENTS OF CASH FLOWS
Years Ended December 31
Note 2015 2014
CASH FLOWS FROM OPERATING
ACTIVITIES
Net income P36317,534 P42,748,027
Adjustments for:
Increase in equity value reserve 33351,182 37,908,037
Interest income eamed (33,597,055) (29,616,932)
Interest expense incurred I8 6,597,374 5,922,397
Retirement expense 21 226,626 863,248
Depreciation and amortization 13 5,121,928 3,780,548
Gain on sale of investments (1,405,616) (1,509,033)
Loss on sale of asscts 723 -
Increase (decrease) in aggregate reserves 84,287 (69,550)
Increase (decrease) in claims incurred but not
yet reported 13 1,520,189 (1,444,757)
Dividend income 9 (475,451) (651.318)
Operating income before working capital changes 47,741,721 58,130,667
Decrease (increase) in:
Receivables 3,796,317 (703,657)
Due from related party 1,977,459 4,035,821
Other assets (202,122) 520,686
Increase (decrease) in:
Claims payable (141.276) 39,568
Accrued expenses and other liabilities 2,000,411 2,127,718
Refund of equity value reserve (11,937.836) (10,412.381)
Cash generated from operations 43234674 53,747,422
Interest paid (786,155) (600.366)
Net cash provided by operating activities 42 448,519 53,147,056
CASH FLOWS FROM INVESTING
ACTIVITIES
Interest income received 33,069,709 30,497,575
Dividend received 9 475,451 651318
Increase in short-term investments (25.257) (18,037)
Contribution to retirement plan assets 21 (830,000) -
Acquisitions of:
Available-for-sale financial assets ¥ (109,123,517)  (294,553,946)
Property, equipment and computer software i3 (2,533,829) (8,621,676)
Proceeds from disposal of available-for-sale
financial assets 34.261,961 155,636,835
Net cash used in mvesting activities (44,705482) (116,407,931)

Forward



Years Ended December 31

Note 2015 2014
CASH FLOWS FROM A FINANCING
ACTIVITY
Utilization of members” benefit fund (P3,948,423) P -
NET DECREASE IN CASH AND CASH
EQUIVALENTS (6,205,386) (63,260.875)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 20,081,462 83342337
CASH AND CASH EQUIVALENTS
7 P13 876,076 P20,081.462

AT END OF YEAR

See Nores 1o the Financas! Sasementa



TSPI MUTUAL BENEFIT ASSOCIATION, INC.
(A Nonstock, Nonprofit Organization)
NOTES TO THE FINANCIAL STATEMENTS

1. Reporting Entity

TSPl Mutual Benefit Association, Inc. (the “Association™) was registered with the
Philippine Securities and Exchange Commission and was given license to operate as a
mutual benefit association by the Insurance Commission (IC) on May 12, 2006 and
December 22, 2006, respectively. The Association was organized primarily 10 extend
financial assistance to the members and immediate members of their families in the form
of death benefits, medical reimbursement, pension, loan redemption assistance, disability
benefit and other services for the benefit of the members.

On July 1, 2014, the IC renewed the Association’s license as a mutual benefit association
until December 31, 2015. The Association has applied for renewal of the license for 2016
and as at reporting date, the IC has not yet issued the license.

As provided in Section 30 () of the National Internal Revenue Code, the Association is
exempt from the payment of income tax with respect to income it receives as a nonstock,
nonprofit organization.

The Association's registered address is at 3 Floor. TSPI Building, 2363 Antipolo St
Guadalupe Nuevo, Makati City.

2. Basis of Preparation

Statement of Compliance

The financial statements have been prepared in compliance with Philippine Financial
Reporting Standards (PFRSs). PFRSs are based on International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board (IASB),
PFRSs which are issued by the Philippine Financial Reporting Standards Council
(FRSC), consist of PFRSs, Philippine Accounting Standards (PASs), and Philippine
Interpretations.

Basis of Measurement
The financial statements have been prepared on the historical cost basis except for the
following items, which are measured on an alternative bagis at cach reporting date.

Items Measurement Bases
Available-for-sale (AFS) financial assets  Fair value
Retirement asset Present value of the defined benefit

obligation less fair value of plan assets




ﬂnﬁnmcnlofdieAanpmunedehdxppmpﬁo which is
also the Association's functional currency. All financial information presented in
Philippine peso has been rounded off to the nearest peso, except when otherwise
indicated.

The financial statements as at and for the year ended December 31, 2015 was approved
by the Board of Trustees and authorized for issue by the President and Chief Executive
Officer on April 1, 2016.

Use of Judgments and Estimates

The preparation of financial statements in accordance with PFRSs requires the
management to make judgments, estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. The estimates and
assumptions are based on historical experience and various other factors that are belicved
1o be reasonable under the circumstances, the results of which form the basis of making
the judgmerts about the carrying values of assets and liabilities that are readily apparent
from other sources, Actual results could differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 1o
accounting estimates are recognized in the period in which the estimate is revised and in
any future period affected.

In particular, information about significant arcas of estimation uncertainty and critical
Jjudgments in applying accounting policies that have the most significant effect on the
amounts recognized in the financial statements are described in Note 4 to the financial
statements.

3. Significant Accounting Policies

The sccounting policies set out below have been applied consistently to all years
presented in these financial statements.

ﬁdm.lm Q[Hﬁ]llﬂxmm SM@ L anaa g LM
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interpretation starting January 1, 2015, The adoption of these amendments to standards
and inferpretation did not have any significant impact on the Association’s financial
slatements.




Effective July 1, 2014

Annual fmprovements to PFRSs: 2010 - 2012 and 2011 - 2013 Cycles - Amendments
were made to a total of nine standards, with changes made to the standards on
business combinations and fair value measurement in both cycles. Earlier application
is permitted, in which case the related consequential amendments 1o other PFRSs
would also apply. Special transitional requiremients have been set for amendments 10
the following standards: PFRS 2, Share-based Payment, PAS 16, Property, Plant
and Equipment, PAS 38, Intangible Assets and PAS 40, Investment Property. Below
is the amendment to PFRSs, which may be applicable to the Association:

o Definition of ‘related party’ (Amendment to PAS 24, Related Party Disclosures),
The definition of a ‘related party’ is extended to include 8 management cntity
that provides key management personnel (KMP) services to the reporting entity,
cither directly or through a group entity. For related party transactions that anise
when KMP services are provided to a reporting entity, the reporting eality is
mquiredwsepamdydiscbscdacnnoumsthnhhswco@iaeduancxpmse
for those services that are provided by a management entity; however, it is not
required to ‘look through® the management entity and disclose compensation
paid by the management entity to the individuals providing the KMP services.
The reporting entity will also need to disclose other transactions with the
management entity under the existing disclosure requirements of PAS 24 - e.g.
loans,

Standards Issued but Not Yet Adopted

A number of new standards and amendments to standards are effective for annual periods
beginning after January 1, 2015, However, the Association has not applied the following
new or amended standards in preparing these financial statements. The Association is
assessing the potential impact on its financial statements resulting from the application of
the new standards,

Effective January 1, 2016

Disclosure Initiative (Amendments to PAS 1, Presentation of Financial Statements)
addresses some concerns expressed sbout existing prescatation and disclosure
requirements and to ensure that entities are eble to use judgment when applying
PAS 1. The amendments clarify that:

e [nformation should not be obscured by aggregating or by providing immaterial
information.

s Materiality considerations apply to all parts of the financial statements, even
when a standard requires a specific disclosure.

e The list of line items to be presented in the statements of financial position and
statements of profit or loss and other comprehensive income can be
disaggregated and aggregated as relevant and additional guidance on subtotals in
these statements.

o An entity’s share of other comprehensive income of equity-accounted associates
and joint ventures should be presented in aggregate as single line items based on
whether or not it will subsequently be reclassified to profit or loss,

The amendments are to be applied retrospectively for annual periods beginning on or
after January 1, 2016. Early adoption is permitted.




Effective January 1, 2018

PFRS 9, Financial Instruments (2014), PFRS 9 (2014) replaces PAS 39, Financial
Instruments: Recognition and Measwurement, and supersedes the previously published
versions of PFRS 9 that introduced new classifications and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).
PFRS 9 includes revised guidance on the classification and measurement of financial
asscts, including a new expected credit Joss model for calculating impairment,
guidance 0o own credit risk on financial liabilities measured at fair value and
supplements the new general hedge accounting requirements published in 2013,
PFRS 9 incorporates new hedge accounting requirements that represent a major
overhau! of hedge accounting and introduces significant improvements by aligning
the accounting more closely with risk management.

The new standard is to be applied retrospectively for annual periods beginning on or
nﬁer)ammyl 2018 with carly adoption permitted.

Pending approval of local adoption of PFRS 15, Revenue from Contracts with Customers

PFRS 15 replaces PAS 11, Construction Contracts, PAS 18, Revenue, IFRIC 13,
Customer Loyalty Programmes, IFRIC 18, Transfer of Assets from Customers and
SIC-31 Revemue - Barter Tramsactions Involving Advertising Services. The new
standard introduces & new revenue recognition model for contracts with customers
which specifies that revenue should be recognized when (or as) a company transfers
control of goods or services 1o a customer at the amount to which the company
expects 1o be entitled. Depending on whether certain criteria are met, revenue is
recognized over time, in a manner that best reflects the company's performance, or at
a point in time, when contro) of the goods or services is transferred 1o the customer.
The standard does not apply to insurance contracts, financial instruments or fease
contracts, which fall in the scope of other PFRSs, It also does not apply if two
companics in the same line of business exchange non-monetary assets 1o facilitate
sales to other parties. Furthermore, if a contract with a customer is partly in the scope
of another PFRS, then the guidance on separation and measurement contained in the
other PFRS takes precedence.

However, the FRSC has yet to issuc/approve this new revenue standard for local
adoption pending completion of a study by the Philippine Interpretations Committee
on its impact on the real estate industry. If approved, the standard is effective for
annual periods beginning on or after January 1, 2018, with early adoption permitted.

meAssocmmissmoothhnmsfermmnceaﬁmculmkorboﬂ\
Insurance contracts are those contracts that transfer significant insurance nsk. Such risk
includes the possibility of having to pay benefits on the occurrence of an insured cvent
such as death, accident or disability. The Association may also transfer insurance risk in
insurance contracts through its reinsurance arrangement 1o hedge a greater possibility of
claims occurring than expected. Such contracts may also transfer financial risk.
As a general guideline, the Association defines significant insurance risk as the
possibility of having to pay benefits on the occurrence of an insured event that is more
than the benefits payable if the insured event did not occur, Investment contracts arc
those contracts that transfer financial risk with no significant insurance risk,



Once a contract has been classified as an insurance contract, it remains as an insurance
contract for the remainder of its life, even if the insurance risk reduces significantly
during the period, unless all rights and obligations arc extinguished or expired.
Investment contracts can, however, be reclassified as insurance contracts after inception
if the insurance risk becomes significant.

Insurance Contracts
The Association issues membership certificates, governing rules and regulations, and
application forms that transfer insurance risk.

Conventional Annual Insurance Contracts

These contracts insure events associated with human life (for example, death or survival)
over an annual duration. Membership foes are recognized as revenue when paid by the
certificate holder. Benefits are recognized as an expense when they are incurred.

A liability for contractual benefits that is expected to be incurred in the future is
mognizndfotpolkiﬁdﬂmin-fomnsa&dwmpoﬂingmmpmpmﬁmof
written membership fee attributable to subsequent periods or to risks that have not yet
expired is deferred as aggregate reserves. The change in the provision for unearned
mcmbcmhipfeeismkcnmpmﬁtmbssintheadcfantmmismoognizedmwmc
period of risk. When the anticipated losses, loss adjustment expenses, commissions and
other scquisition costs, and maintenance costs exceed the recorded aggregate reserves,
and any future installment membership fees on existing policies, a deficiency reserve
shall be recognized by recording an additional liability for the deficiency, with a
corresponding charge to profit or foss.

Liability Adequacy Tests

At each reporting date, liability adequacy tests are performed for policies with coverage
mucxmndwbaymdmeywwcnmmeadequuyof&emmﬁabilhm
lnpcrfocmhngth«emsts.cmtbenemmsofﬁnmwnmmdushﬂowsmd
claims handling and administration expenses, as well as investment income from assets
backing such liabilities, are used. Any deficiency is immediately recognized in profit or
loss.

As at December 31, 2015 and 2014, the Association does not have any policies with
coverage of more than one year.

Reinswrance Contracts Held

Contracts entered into by the Associafion with reinsurer which compensates the
Association for losses on one or more contracts issued by the Association and that meet
the classification requirements for insurance contracts are classified as reinsurance
contracts held. Contracts that do not meet these classification requirements are classified
#$ financial assets,

The benefits recoverable to which the Association is entitied under its reinsurance
contracts held are recognized as reinsurance assets. These assets consist of amounts due
from reinsurers classified within insurance receivables. Reinsurance liabilities are
primarily membership fees payable for reinsurance contracts and are recognized as
cxpmsewhcndnc.Amomtsucomablcﬁomorductomimrsmmmnd
cmskmywi&ﬂnmuumwwimmeminmedinnmccmandin
accordance with terms of cach reinsurance contract.



The Association assesses its reinsurance assets for impairment at least annually. If there
is objective evidence that the reinsurance asset is impaired, the Association reduces the
carrving amount of the reinsurance assets 10 its recoverable amount and recognizes that
impairment loss in profit or loss. The Association gathers the objective evidence that a
reinsurance asset is impaired using the same process for financial assets.

Financial Instruments

Date of Recognition. Financial instruments are recognized in the statements of assets,
liabilities and fund balance whea the Association becomes a party to the contractual
provisions of the instrument. Purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or convention in the
marketplace are recognized on the trade date. The trade date is the date that an cntity
commits itself to purchase or sell an asset.

Initial Recognition. Financial instruments are recognized initially at fair value of the
consideration given (in case of an asset) or received (in case of a liability). Except for
financial instruments at fair value through profit or loss (FVPL), the initial measurement
of financial instruments includes transaction costs, The Association classifies its financial
assets into the following categories: financial assets at FVPL, AFS financial assets, held-
to-maturity (HTM) investments, and loans and receivables, The Association classifies its
financial liabilities either as financial liabilitics at FVPL or other financial liabilities.

The classification depends on the purpose for which the instruments were acquired or
incurred and whether these are quoted in an active market. Management determines the
classification of its financial mstruments at initial recognition and, where allowed and
appropriate, re-cvaluates such designation at every reporting date.

As at December 31, 2015 and 2014, the Association has no financial assets and liabilities
at FVPL.

‘Day 1' Difference

Where the transaction price in a non-active market is different from the fair value from
other observable current market transactions in the same instrument or based on a
valuation technique whose variables include only data from observable market, the
Association recognizes the difference between the transaction price and fair value
(a *Day 1" Difference) in profit or loss unless it qualifies for recognition as some other
type of asset. In cases where an observable data is used, the difference between the
transaction price and model value is only recognized in profit or loss when the inputs
become observable or when the instrument is derecognized. For each transaction, the
Association determines the appropriate method of recognizing the ‘Day 1" Difference
amount.

Fair Value Measuremen!

A number of the Association’s accounting policies and disclosures require the
measurement of fair value for both financial and non-financial assets and lisbilities. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction in the principal (or most advantageous) market at the measurement
date under current market conditions (i.c. an exit price), regardless of whether that price
is directly observable or estimated using another valustion technique. Where applicable,
the Association uses valuation techniques that are appropriate in the circumstances and
for which sufficient data are available to measure fair value, maximizing the use of
relevant observabie inputs and minimizing the use of unobservable inputs.

When measuring the fair value of an asset or a liability, the Association uses market

observable data as far as possible. Fair value is categorized in different levels in a fair
value hierarchy based on the inputs used in the valuation technique (see Note 6).
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AES Financial Assets. AFS financial assets are financial assets which are designated as
such, or do not qualify to be classified or have not been classified under any other
financial asset category. They are purchased and held indefinitely and may be sold in
response to liquidity requirements or changes in market conditions.

After initial measurement, AFS financial assets are subsequently measured at fair value.
Changes in fair value, other than impairment loss and forcign currency differences on
AFS equity securities, are recognized in other comprehensive income as “Fair value
reserve on AFS financial assets” and are presented within equity. The losses arising from
the impairment of such securities are recognized in profit or loss. When the security is
disposed of, the cumulative gain or loss previously recognized in other comprehensive
income is transferred to profit or loss. The effective yield component of AFS debt
securities is reported in profit or loss.

When the fair value of AFS financial asscts cannot be measured reliably because of lack
of reliable estimates of unobserved inputs such as in the case of unquoted equity
instruments, these financial assets are allowed to be carried at cost Jess impairment, if

any.

As at December 31, 2015 and 2014, the Association’s AFS financial assets amounted 1o
P713.70 million and P674.71 million, respectively (see Note 9).

HTM Investments. HTM investments are quoted non-derivative financial assets with
fixed or determinable payments and fixed maturities for which management has the
positive intention and ability to hold to maturity. Where the Association sells or
reclassifies other than an insignificant amount of HTM investments, the entire category
would be tainted and reclassified at fair value as AFS financial assets. After initial
measurement, these investments are subsequently measured at amortized cost using the
effcctive interest method, less any allowance for impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that
are an integral part of the effective interest rate (EIR). The amortization, if any, is
included as part of “Interest income™ in profit or loss.

As at December 31, 2015 and 2014, the Association’s HTM investments amounted to
P97.55 million and P84.49 million, respectively (see Note 10).

Loans and Receivabies. Loans and reccivables are non-derivative financial assets with
fixed or determinable payments and fixed maturitics that are not quoted in an active
market. These are not entered into with the intention of immediate or short-term resale
and are not held for trading.

After initial measurement, the loans and receivables are subsequently measured at
amortized cost using the effective interest method, less any impairment loss. Amortized
cost is calculated by taking into account any discount or premium on acquisition and foes
that are an integral part of the EIR. The amortization, if any, is included as part of
“Interest income™ in profit or loss.

As at December 31, 2015 and 2014, the Association’s cash and cash equivalents, short-
term investments, receivables and cash held by investment manager/custodian under
“Other assets” are classified under this category.,

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original
maturitics of three months or less and are subject to an insignificant sk of change in
value.




Other Financial Liabilities. Issued financial instruments or their component, which are
not classified as at FVPL are classified as other financial liabilities where the substance
of the contractual arrangement results in the Association having an obligation either to
deliver cash or another financial asset to the holder or lender.

After initia] measurement, other financial liabilities are subsequently measurcd at
mmmmmmmcmmmumhwwmwum;
into account any discount or premium on the issue and fees that are an integral part of the
EIR. The amortization is included as part of “Interest expense™ in profit or loss.

This category includes the Association’s claims payable and accrued expenses and other
liabilities excluding amounts payable to government agencies.

ks ¢ Financial Ass
The Association assesses at each reporting date whether a financial asset or a group of
financial assets is impaired.

A financial asset or a group of financial assets is deemed to be impaired if, and only if,
there is objective evidence of impairment as a result of onc or more events that have
occurred after the initial recognition of the asset (an incurred “loss event”) and that loss
event (or events) has an impact on the estimated future cash flows of the financial asset
wdtcgoopoffmmchlmctsﬂutmbcrﬁablyesﬁmabdﬁvidenoeofﬁnpahmcm
myﬁnludemdimiomﬂmmebumworampofbuww«sisexperiming
significant financial difficulty, default or delinquency in interest or principal payments,
Mm&bﬂinMﬁﬂmWyaoﬂmﬁmhlmniMMwm
observable data indicate that there is measurable decrease in the estimated future cash
flows, such as changes in economic conditions that correlate with defaults.

AFS Financial Assets Carried at Fair Value. In case of equity securitics classified as
AFS financial assets, impairment indicators would include a significant or prolonged
decline in the fair value of the investments below cost. Where there is objective evidence
ofimpaimamthecunulaﬁwlosineqmy.mmdasﬂwdiffambdmmc
ncquiskimoonandmeeummfairvn!ue,hssmyimpuhnunlmmviously
recognized, is recorded in profit or loss. Subsequent increase in the fair value of an
impaired AFS equity security is recognized in other comprebensive income.

Financial Assets at Amortized Cost. The Association first assesses whether objective
evidence of impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually significant. 1f the
Association determines that no objective evidence of impairment exists for individually
assessed accounts, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses for impairment.
Assets that are individually assessed for impairment and for which an impairment loss is,
or continues to be, recognized are not included in the collective assessment for
impairment. For the purpose of a collective evaluation of impairment, loans and
receivables are grouped on the basis of credit risk characteristics such as type of
borrower, payment status and term.



If there is objective evidence that an impairment loss has been incurred, the amount of
the loss is measured as the excess of loan’s camying amount over its net realizable value,
based on the present value of the estimated future cash flows from the assel. The present
value of the estimated future cash flows is discounted at the Joan's original EIR. Time
value is generally not considered when the effect of discounting is not material. The
canyinaammmtofmimpaimdlonnisreduoedtoitsnetwalimbbvalucthmughtbcuse
of an allowance account and the accrual of interest is discontinued. If, in a subsequent
period, the amount of the allowance for impairment loss decreases because of an event
occurring after the impairment loss was recognized, the previously recognized
imp-im'mtlossisreversedwprofnorlomtothcmdmdnmumngcmying
amount of the asset does not exceed its amortized cost had no impairment loss been

recognized.

The Association performs a regular review of the age and status of these accounts,
desiysedmidwﬁfywcmmswithobjwdwcvidcmeofhupahnmmdprwideme
appropriate allowance for impairment loss. The Association writes off its long-
outstanding receivable accounts from deceased, unlocated, or migrated debtors, where
they have exhausted all efforts to collect.

Offsciting of Financial
Financia! assets and financial liabilitics are offset and the net amount is reported in the
statements of assets, labilitics and fund balance if. and only if, there is a currently
enforceable legal right to offset the recognized amounts and there is an infention to settle
on a net basis, or to realize the asset and settle the lLiability simultaneously. This is
gcnuﬂlywmemwhhmmumwmummdmm
ﬁubﬂhicsmpmtedonagussbasisinﬂwmmmsofmlinbilitiesmdﬁmd
balance, Income and expenses are presented on a net basis only when permitted under
PFRSs, such as in the case of any realized gains or losses arising from the Association’s
trading activitics.

Derecognition ¢

Financial Asse

A financial asset (or, where applicable, a part of & financial asset or part of a group of
similar financial assets) is derecognized when:

= the right to receive cash flows from the asset have expired;

» the Association retains the right to receive cash flows from the asset, but has assumed
an obligation to pay them in full without material delay (o a third party under a ‘pass-
through' arrangement; or

= the Association has transferred its right to receive cash flows from the asset and
cither: (a) has transferred substantially all the risks and rewards of the asset,
or (b) has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred coatrol of the asset.

Where the Association has transferred its rights to receive cash flows from an asset or has
cntered into a ‘pass-through' arrangement, and has neither transferred nor retained
substantially all the risks and rewards of the asset nor is transferred control of the assct,
the asset recognized to the extent of the Association's continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred
assel is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Association could be required 1o pay.



Financial Liability
Aﬁnmchllinbilhyisd«mglbedwhmmcobﬁgubnmdetmclhbiﬁtyisdmm
cancelled or has expired. Where an existing financial lisbility is replaced by another
from the same lender on substantially different terms, or the terms of an existing liability
mmbmnﬂallyuwdiﬁed.mchmcxdmgeamodifmﬁmisumtednsadmgniﬁm
of the original liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognized in profit or loss.

Property and Equipment
Propeﬂymdequipnmﬂuestated:tooﬂmmmmoddepruhﬁmwd
amortization, and impairment loss, if any.

The initial cost of property and equipment comprises its purchase price, including import
dmies,taxes.mydimcdyamibtnblecosuinbrk\gingﬂwmamitswmkingcondition
and location for its intended use, and the costs of dismantling and removing the items and
morhgmeshem%khmcymlmmemﬁmplnmgmdwhunof
propeﬂymdequipmanismog:izediumwryingvﬂwoftheium if it is probable
that the future economic benefits embodied within the part will flow to the Association
and its cost can be measured reliably.

Ihcomafthedayw-dlymicingofpropenymdequiptmmmm@imdas
mnhmep«hdhwhichﬂnymmm.bcpmiﬁmiswcognwmpmfua
loss on a straight-line basis over the estimated useful lives of the assets.

The estimated useful lives of property and equipment are as follows:

Number of Years
Office furniture and fixtures 5
Transportation and equipment 5
Office equipment 3-5
Building and improvement 5

The estimated useful fives, depreciation method, and residual values are reviewed
paiodiallyandadjwwd,if.ppropﬁne,toensmﬂmmcpaiodmdedof
dcpmhﬁmmmmiﬂcﬂwhhd&expectedpmmofmomicbcneﬁtsﬁomimmsof
pmpuw:ndequimmmngesmmccstknmduwﬁdﬁm.dcmcinionmho&m
mi&ddmofpmpﬁymdmiwm“mmnmdfmbycmgingﬂnmm
mcd)bd,nsappmpﬁme,mduulcdaschangsinmmmﬁngesthnﬂa

When an asset is disposed of, or is permanently withdrawn from use or no future
ecowmicbeneﬁtsmapccmdﬁnmi!sdisposaubecostandmcmbtedmmm
dcpnciaﬁonmdhnpa&uwmm.ifany,uewmovcdﬁomunmoumsmdmy
mﬂﬁnggainotlossuisingﬁmndumiremaumdispoalismogumdiumﬁza
loss.

Computer Software
Compmcrwﬂwnishhiallymmmdncostwhkhismpﬁwdofoostshwmedw
aoquked\ecmnpmasoﬁwam(notmmgrdpmofhsmlmdhudwm)andbﬁnghm
its intended use. All other costs of developing and maintaining computer software are
recognized as expense when incurred.

Subsequently, computer software is measured at cost less amortization and impairment, if
any. Amortization is recognized in profit or loss on a straight-line basis over the
estimated useful life of the computer software, from the date that they are available for
use, not to exceed three (3) years.
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Gains or losses arising from the derecognition of the computer software are measured as
the difference between the net disposal proceeds and the carrying amount of the asset and
are recognized in profit or loss.

3

impai { Noo-financial 2
At cach reporting date, tbeAssocmwnamsawbdbcrlbm:smymdwwondmm
non-financial assets such as property, equipment and computer sofiware may be
impaired. When an indicator of impairment cxists, the Association estimates the
recoverable amount of the impaired assets, The recoverable amount is the higher of the
fair value less costs of disposal and value in use. Fair valve less costs of disposal is the
amount obtainuble from the sale of an asset in an arm’s length transaction between
knowledgeable and willing parties less costs of disposal while value in use is the present
value of future cash flows expected to be derived from an asset. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessment of the time value of money and the
risks specific to the asset.

Where the currying amount of an asset exceeds its recoverable amount, the impaired asset
is written down to its recoverable amount. An impairment loss is recognized in profit or
loss in the period in which it arises.

An assessment is made at cach reporting date as to whether there is any indication that
previously recognized impairment loss may no longer exist or may have decreased.
If such indication exists, the recoverable amount is estimated. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was recognized.
If that is the case, the carrying amount of the asset is increased to its recoverable amount.
The reversal can be made only to the extent that the resulting carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation and
amortization, had no impairment loss been recognized. Suchnvwsalxsreoogmzedm
profit or loss. After such a reversal, the depreciation and amortization is adjusted in
future years to allocate the asset's revised carrying amount, less any residual value, on a
systematic basis over its remaining life.

Employee Benefits

Retirement Benefits

The Associations net obligation in respect of the defined benefit plan is calculated by
estimating the amount of the future benefit that employees have eamned in the current and
prior periods, discounting that amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligation is performed on a periodic basis by a
qualified actuary using the projected unit credit method. When the calculation results in
a potential asset for the Association, the recognized asset is limited to the present value of
economic benefits available in the form of any fiture refunds from the plan or reductions
in future contributions to the plan.

Remeasurements of the retirement asset, which comprise actuarial gains and losses, the
return on plan assets (excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in other comprehensive income.
The Association determines the net interest expense (income) on the retirement asset for
the period by applying the discount rate used to measure the defined benefit obligation at
the beginning of the annual period to the retirement asset, taking into account any
changes in the retirement asset during the period as a result of contributions and benefit
payments. Net inferest expense and other expenses related 1o the defined benefit plan are
recognized in profit or loss.

J)i=



When the benefits of a plan are changed or when a plan is curtailed, the resulting change
in benefit that relates to past service or the gain or loss on curtailment is recognized
immediately in profit or loss.

The Association recognizes gains and losses on the settiement of a defined benefit plan
when the settlement oocurs.

Short-term Employee Benefits

Short-term employee benefits are expensed as the related service is provided, A liability
ismognmdfordwumtmpeacdwbcpaidifﬁnmiaﬁmhasapnmkgaIw
constructive obligation to pay this amount as & result of past setvice provided by the
employee and the obligation can be estimated reliably.

I Contract Liabilit
Aggregate Reserves

Aggregate reserves represent the accumulated total liability for policies in-force as at the
reparting dates. Such reserves are established at amount adequate to meet the estimated
future obligations 10 all members with in-force policy. The reserves are caleulated using
the actuarial methods and assumptions in accordance with statutory requirements and as

approved by the IC.

Equity Value Reserves

Equity value reserves represent the accumulated reserve for remittance to members.
Tbeeqnﬁtyvﬂmnmmeﬂa&idnduﬁﬁypemnt(sm)ofdn.wulmandawry
membathipfeesoollead.Atwopaemt(Z%)hmheamedby&mmhasbasedm
their contributions, Effective December 1, 2014, the tweaty percent (20%) surrender charge
wits no longer imposed on equity value for certificates paid for less than three (3)
cmﬁnuous)mThiskhwoodamcwithSecﬁmMOﬁhemdodhmmCode
(the “Insurance Code™). Upon death or withdrawal of the member, equity value reserves
contributed are refunded to its members.

Fund Balance

Guaranty Fund Reserves

Guaranty fund reserves represent required fund amounting to P5.00 million, and every
ymﬂmmﬁerinaewedbyanamouMequivalcmwﬁvepuwm(s%)ofgross premium
collections until its amount has reached twenty-five percent (25%) of the required
networth for existing domestic life insurance companies.

General Fund Balance
General fund balance account represents the free and unassigned surplus of the
Association,

Funds Assigned for Members* Benefits
The sccount pertains to the amount appropriated for members’ benefits such as
community development, transformation and microenterprise projects.

Funds Assigned for Capacity Building
ﬁemumpuminswuwmmunpwoprmedfwupaciwhmdingsuchnsuﬁningof
members and employees and investment in new systems.

Employee Benefit Reserves

Employecbmcﬁtnmupcmintomcmmuhwdmwhlgammd losses from the
remeasurement of the net pension liability.
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Falr Value Reserve on AFS Financial Assets
Fair value reserve on AFS financial assets pertain to the cumulative amount of gains and
losses due to the revaluation of AFS financial assets.

Fair Value Reserve on HTM Investments

Fair value reserve on HTM investments pertzin to the change in fair value of the
investments reclassified from AFS to HTM at date of reclassification. This reserve is
amortized to profit or loss with the unamortized premium or discount of the reclassified
investments through the effective interest method.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Associstion and the revenue can be measured reliably. The following specific
recognition criteria must be met before revenue is recognized:

Membership Fees

Membership fees are the insurance premium income and are recognized when received.
Insurance premiums include weekly cash collection of one peso for every one thousand
pesos of the loan availed for credit life cover and an annual premium of two hundred
forty pesos for life insurance cover,

Membership fees ceded to reinsurers are recognized as expense when the policy becomes
cffective.

Interest Income
Interest income for all interest-bearing financial instruments is recognized in profit or
loss using effective interest method.

Dividend Income
Dividend income is recognized when the sharcholder’s right to receive payment is
established.

Other Income
Other income arises mainly from surcharge fees due to the early termination of the policy
and recovery of marketing and selling expenses for Microhealth products.

claims and incurred but not reported (IBNR) claims. Provision for IBNR is made for the
cost of claims incurred as of each reporting date but not reported until after the reporting
date based on the Association’s experience and historical data. Differences between the
provision for outstanding claims at the reporting date and subsequent revisions and
settlements are included in profit or loss of subsequent years. Death claims and
surrenders are recorded on the basis of notifications received.

General and Administrative Expenses

Expenses are recognized when the decrease in future economic benefits related to a
decrease in an asset or increase of a liability has arisen that can be measured reliably.
Expenses are recognized when incurred.

Interest Expense
Interest expense on accumulated equity value reserves are recognized in the profit or loss
when it accrues.
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Provisi § Conti ’
Provisions are recognized when the Association has a present legal or constructive
obligation as a result of a past event; it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation; and a reliable
estimate can be made of the amount of the obligation.

Contingent liabilities are not recognized in the financial statements. These arc disclosed
in notes to the financial statements unless the probability of an outflow of resources
embodying economic benefits is remote. Contingent assets are not recognized in the
financial statements but are disclosed in notes to the financial statements when an inflow
of economic benefits is probable.

Related Party Transactions
Relatedpanymlxionshipscxistwbmone(l)pmyhuthcabilitytocoutrol.ditectly.a
indirectly through one or more intermediaries, the other party or exercise significant
influence over the other party in making financial and operating decisions. Such
relationship also exists between and/or among entitics which are under common control
with the reporting enterprise, or between and/or among the enterprise and its key
management personnel, trustees, or its members.

In considering each possible related party relationship, attention is directed to the
substance of the relationship, and not merely the legal form.

er the
Post year-end events that provide additional information about the Association’s assets,
lisbilities and fund balance at the reporting date (adjusting events) are reflected in the
financial statements. Post year-end events that are not adjusting events are disclosed in
the notes to the financial statements when material.

4. Significant Accounting Judgments and Estimates

The Association makes judgment and key estimates and assumplions that affect the
reported amounts of assets and liabilities within the next financial year. Estimates and
judgments are continually evaluated based on historical experience and other factors,
including expectations of future cvents that are believed to be reasonable under the
circumstances.

In particular, information about significant areas of estimation, uncertainty and critical
judgments in applying accounting policies that have the most significant cffect on the
amount recognized in the financial statements are as follows:

Judgments

(a) Classification of Financial Instruments

The Association exercises judgment in classifying a financial instrument, or its
component parts, on initial recognition as a financial asset, financial Liability or an
equity instrument in accordance with the substance of the contractual arrangement
and the definitions of a financial asset or Hability. The substance of a financial
instrument, rather than its legal form, governs its classification in the statements of
assets, liabilities and fund balance. In addition, the Association classifies assets by
evaluating among others, whether the asset is quoted or not in an active market.
Included in the evaluation on whether a financial asset is quoted in an active market
is the determination on whether the quoted prices are readily and regularly available
und whether those prices represent actual and regularly occurring market transactions
on an arm's length basis. Financial assets are cither classified as AFS financial assets
or HTM investments,
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(b) Impairment of Financial Assets
Financial Assets at Fair Value
The Association considers that investments are impaired when there has been a
s:gniﬁcmtorprohngedd«:lmemﬂwfan'wluc below their cost. The determination
of what is significant or prolonged decline requires judgment. In making this
judgment, the Association evaluates among other factors, the normal volatility in
share/market price. In addition, impairment may be appropriate when there is
evidence of deterioration in the financial health of the investee, industry and sector
performance, changes in technology, and operational and financing cash flows.

Financial Assets at Amortized Cost

The Association determines that investments carried at amortized cost are impaired
when there is objective evidence of impairment as a result of one or more events that
occurred afier the initial recognition of the asset (“loss event™) and which has an
impact on the estimated future cash flows of the financial asset. The Association
makes judgments as to whether there is objective evidence of impairment which may
include ‘assessment of data indicating the lender or issuer’s financial difficultics, and
consideration of national or economic conditions that comrelate with defaults on the
asset,

Recetvables

The Association reviews its receivables to assess impairment at Jeast on an annual
basis, or as the need arises due 1o significant movements on certain accounts.
Receivables from policyholders and reinsurance that are individually significant are
assessed to determine whether objective evidence of impairment exists on an
individual basis, while those that are not individually significant are assessed for
objective evidence of impairment ecither on an individual or on collective basis. In
determining whether an impairment loss should be recorded in the profit or loss, the
Association makes judgment as to whether there are any observable data indicating
that there is a measurable decrease in the estimated future cash flows from a portfolio
of receivables before the decrease can be identified with an individual receivable in

that portfolio,

As at December 31, 2015 and 2014, the Association has not recognized any
impairment loss on its financial assets.

Estimates

(a) Estimating Allowance for Impairment Loss on Receivables
If there is an objective evidence that an impairment loss on receivables has been
incurred, the amount of loss is measured as the difference between the asset's
carrying amount and the present value of estimated future cash flows (excluding
future credit losses) discounted at the financizl asset’s original EIR (i.e., the EIR
computed at initial recognition). The carrying amount of the asset shall be reduced
either directly or through use of an allowance account. The amount of loss shall be

recognized in profit or loss.

If, in & subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognized in profit or loss, to the extent that the
carrying value of the asset does not exceed its amortized cost at the reversal date.

No impairment loss on financial assets carried at amortized cost was recognized in
2015 and 2014.
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(b) Fair Value Estimation
The fair value of financial instruments traded in active markets is based on quoted
market prices or quoted prices for similar assets or liabilitics at the reporting date.
If the financial instrument is not traded in an active market, the fair value is
determined using valuation techniques. Where valuation technigues are used to
determine fuir values, they are validated and periodically reviewed by management.
All models are certified before they are used, and models are calibrated to ensure that
outputs reflect actual data and comparative market prices. To the extent practical,
models use only observable data, however arcas such as credit risk (both own and
counterparty), volatilities and correlations require management to make estimates.
Changes in assumptions about these factors could affect reported fair values of
financial instruments.

As at December 31, 2015 and 2014, the Association’s financial instruments carried at
fair value are classified as Level 1 in the fair value hierarchy (see Note 6).

(¢} Estimated Useful Lives of Property, Equipment and Computer Software

The Association estimates useful lives of property, equipment and computer software
based on the period over which the assets are expected to be available for use and are
updated if expectations differ from previous estimates due to physical wear and tear,
technical and commercial obsolescence. The useful lives, and depreciation and
amortization methods are reviewed periodically to ensure that the method and
periods of depreciation and amortization are consistent with the expected pattern of
economic benefits from items of property and equipment, and computer software.

As at December 31, 2015 and 2014, the carrying amounts of property and equipment
and computer software amounted to P6.21 million and P8.80 million, respectively
(see Note 13).

(d) Liability Arising from Claims made under Insurance Contracts
The ultimate lability ansing from claims made under insurance contracts is the
Association’s most critical accounting estimate. There are several sources of
uncertainty that need o be considered in the estimation of the lisbility that the
Association will ultimately pay for such claims. The major sources of uncertaintics
are the frequency of claims due to contingencies covered and the timing of benefit
payments.

Claims estimation by the Association considers many factors such as industry
average mortality or morbidity experience, with adjustments to reflect the
Association’s historical experience. These liabilities form part of the Association’s
IBNR which amounted to P4.02 million and P2.50 million as at December 31, 2015
and 2014, respectively (see Note 15).

fe) Estimating Aggregate Reserves
The Association estimates the aggregate reserves for future contractual obligations
for contributions paid by determining the fifteen percent (15%) of the unexpired
portion of the mandatory premiums collected each month on per quarter, semi-annual
and annual basis. For loan availment premium, eighty percent (80%) of the unexpired
portion is set-up. The assumption is based on a number of factors determined by an
actuary including the uneamed premium factor.

As at December 31, 2015 and 2014, aggregate reserves amounted to P12.41 million
and P12.33 million, respectively (see Note 17).
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