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» TSP MUTUAL BENEFIT
ASSOCIATION, INC

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS,

The management of TSPI MUTUAL BENEFIT ASSOCIATION, INC. (the “Association”). Is responsible for
the preparation and fair presentation of the financial statements including the schedules attached
therein, for the years ended December 31, 2016 and 2015, In accordance with the prescribed financial
reporting framework indicated therein, and for such internal control as management determines is

necessary to enable the preparation of financial statements that are free from material misstatement,
whether due 1o fraud or error.

In preparing the financial statements, management Is respansibie for assessing the Association’s ability
to continue as a going concern, disclosing, as applicable matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Association or to
tease operations, or has no realistic alternative but to do 50.

The Soard of Trustees &5 respansible for oversesing the Association’s financial reporting process.

The Board of Trustees reviews and approves the financial statements including the schedules attached
therein, and submits the same 10 the members. -

R.G. Manabat & Co, the independent auditor appointed by the meémbers, has avdited the financial
statements of the Association in agcordance with Philippine Standards on Auditing, and in its teport 1o
the members, has expres pinion on the fairness of presentation upon completion of such audit

A, LUZ 0 PLANAS - Chairman of the Board

-~ :
Signature ﬁ/ M

FLORENCIA G. TARRIELA - Treasurer

Signature gL ,//
EDU?ﬁop’f MENDOZA - President & CEO
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NEUA A NAYVE - Director - Finance & Admin

Signature
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R.G. Manabat & Co,
The KPMG Center, 9/F
6787 Ayala Avenue, Makati City

Philippines 1226

Telephone +53 (2) 885 7000

Fax +53 (2) 894 1985

Internet www kpmg.com.ph
Email ph-inquiry@kpmg.com ph

REPORT OF INDEPENDENT AUDITORS

The Board of Trustees and Members
TSPI Mutual Benefit Association, Inc.
3" Floor, Tulay sa Pag-uniad Inc, (TSP!) Building
2353 Antipolo St., Guadalupe Nuevo, Makati City

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of TSPI Mutual Benefit Association, Inc.

(the “Association”), which comprise the statements of assets, liabilities and fund balance
as at December 31, 2016 and 2015, and the statements of comprehensive income,
statements of changes In fund balance and statements of cash flows for the years then

ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements present fairly, in all material
raspects, the financial position of the Association as at Dacember 31, 2016 and 2015,
and its financial performance and its cash flows for the years then ended in accordance
with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits In accordance with Philippine Standards on Auditing (PSAs).
Our responsibiiities under those standards are further described in the Auditors’
Responsibiiities for the Audit of the Financial Statements section of our report. We are
Independent of the Association in accordance with the Code of Ethics for Professional
Accountants in the Philippines (Code of Ethics) together with the ethical requirements
that are relevant to our audit of the financial statements in the Philippines, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the
cmdsviu.Webemummeaudawidencewemmmqmmmd
appropriate to provide a basis for our opinion. LY , *
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Responsibiities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with PFRSs, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Association’s ability to continua as a going concem, disclosing, as applicable,

matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Association or to cease operations, or has no
realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial
statements as a whole are frae from material misstatement, whether due ta fraud or
emor, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is @ high level of assurance, but is not a guarantee that an audit conducted In
accordance with PSA will always detect a material misstalement when it exists.
Misstatements can arise from fraud or error and are considered material i,

individually or in the aggregate, they could reasonably be axpected to infiuence the
economic decisions of users taken an the basis of these financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and
maintain professional skepficism throughout the audit. We aiso:

* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may invoive collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriata in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Assoclation’s internal control

= Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and reiated disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concem basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Assaociation’s ability to continue as a going concem. If we conclude that a

material uncertainty exists, we are required to draw attention in our ors’ repon
to the related disclosures in the financial statements or, if such are
audit

inadequate, to modify our opinion, Our conclusions are
obtained up to the date of our auditors’ report. However, events



= Evaluate the oversll presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with govemnance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

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

Our audit was 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 presanted for purposes of filing with the Bureau of Internal Revenue and is
not a required part of the basic financial statements. Such information is the
responsibility of management. The information has been subjected to the auditing
procedures applied in our audit of the basic financial statements, In our opinion, the
information is fairly stated in all material respects in relation to the basic financial
statements taken as a whaole.

R.G. MANABAT & CO.

Dors J, o

DENNIS | ILAN
Partner
CPA License No. 088564
IC Accreditation No. SP-2014/023-R, Group A, valid until August 28, 2017
SEC Accreditation No. 1182-AR-1, Group A, valid until April 30, 2018
Tax identification No. 161-313405
BIR Accreditation No. 08-001887-28-2014
issued September 26, 2014, valid until September 25, 2017
PTR No. 5604928MD
Issued January 3, 2017 at Makati City

April 28, 2017
Makati City, Metro Manila




TSPI MUTUAL BENEFIT ASSOCIATION, It
. A Nonstock, Nonprofit Organizatipn}
STATEMENTS OF ASSETS, LIABILITIES AND F

Note 2016 2015
ASSETS
Cash and cash equivalents 7 P15,026,605 P13,876.076
Short-term investments & 3,166,857 3,141,385
Availabie-for-sale (AFS) financial assets 9 761,178,427 713700414
Held-to-maturity (HTM) invesiments 10, 19 97,678,722 97,551,958
Receivables 11 7,037,008 14,032,715
Property, equipment and computer
software - nat 13 4,281,852 6,212,839
Retirement asset 21 3,623,610 2,807,191
Other assels 14 2,135,085 944 547
P894,126164 P852 267,138
LIABILITIES AND FUND BALANCE
Liabllities
Claims payable 15 P4,154,358 P5,010,457
Aggregate reserves 17 13,132,536 12,412,582
Equity value reserves 18 329,854,308 316 436,514
Accrued expenses and other liabilities 16 39,860,632 38,755,291
Due 1o reiated party 12 1,068,209 .
Total Liabilities 388,110,043 370,614,844
Fund Balance
Guaranty fund reserves 18 90,136,823 82,573,455
General fund balance 20 74,122,967 67,985 334
Funds assigned for members’ benefits 20 237,459,898 225627 464
Funds assigned for capacity building 20 104,320,428 98,389,662
Employee benafit reserves 556,684 380,669
Fair value reserve on AFS financial assets 9 (623,9987) 6,580,016
Fair value reserve on HTM investments to be
__amortized In profit or loss 43308 105,691
Total Fund Balance 506,016,121 481,652,291
P894,126,164 PB52267,135

See Mo 10 the Financiel Statements.




Years Ended December 31

2016 2015

OTHER COMPREHENSIVE INCOME
Item that will not be reclassified to profit or
loss
Remoasurement of employee benafit reserves 21
ltem that may be reclassified to profit or
loss
Net change In fair value of reserve on AFS
financial

assgls 8

P166,026 (P1,813,188)

(7,204,013) (21.300,542)

TOTAL COMPREHENSIVE INCOME

P26,432,228 P13,203,806

See Notes o the Financial Sttements.




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

STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2016

2015

NET MEMBERS' CONTRIBUTIONS AND
PREMIUMS

P151,267,356 P164,259,193

to reinsurers ~ (225,500) (159,778)
151,041,856 164,089 415
CLAIMS AND BENEFITS EXPENSES
Claims and benafits 15 39,286,339 43477330
Increase (decrease) in equity value reserves 31,735.310 33,351,182
Increase in aggregate reserves 719,954 __B4287
71,741,602 76,912,808
GENERAL AND ADMINISTRATIVE
EXPENSES
Salaries and other employee benefits 48,043,133 45,645,927
Marketing and sales 16,671,160 19,164,323
Depreciation and amortization 13 4,085,036 5,121,928
Planning, meetings and conferences 2,895,507 1.074,799
Office supplies 1,676,067 1,758,716
Incentives 1,290,404 2,247 092
Repairs and maintenance 1,396,528 889,148
Communication, light and water 827,625 1,061,381
Professional fees 771,981 663,918
Transportation and travel 297,938 771,770
Advartising and promotion 21,122 743,520
Dues and fees 218,716 156,778
Representation and entartainment 67,376 124,732
Donation 50,000 12,000
Taxes and ficenses 10,725 101,055
Miscelianeous 705,724 701,728
79,277,031 80,142,756
OPERATING INCOME 23,222 7043811
OTHER INCOME (EXPENSE)
Interest income 7,89 10 11 33,335,921 33,507,055
Dividend income 9 450,343 475 451
Gain on sale of investments 313,171 1,405,616
Other income 165,978 302975
Inlerest expanse 18 (808,418)  .(6.507.374)
33,448,988 ©
'NET INCOME 33-‘1& :
Forwand ‘;‘ ~\
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TSPI MUTUAL BENEFIT ASSOCIATION, INC.
(A Nonstock, Nonprofit Organization)

STATEMENTS OF CASH FLOWS
Years Ended December 31
Note 2016 2015
CASH FLOWS FROM OPERATING
ACTIVITIES
Net income P33,470,216 P36,317,534
Adjustments for;
Increasa in equity value reserve 31,735,310 33,351,182
Int2rest income eamed 7.8 910 11 (33,335,921) (33,557,056)
Interest expense incurred 18 808,419 6,597,374
Retirement expense 21 249,606 226,626
Depreciation and amortization 13 4,085,038 5,121,928
Gain on sale of investments E (313.171) (1,405 616)
Loss on sale of agsets 4623 723
Increase in aggregate reserves 719,954 84,287
Provision for claims incurmed but not yet
reported 15 (634,081) 1,520,189
Dividend income & _(450,343) (475 451)
Operating income before working capital
changes 36,339,648 47741721
Decrease (increase) in:
Receivables 1,765,084 3,027,857
Due from related party 6,197,277 2,145 824
Other assets (1,190,538) (202,122)
Increase (decrease) in:
Claims payable (222,018) (141,276)
Accrued expenses and other fabilities 3,346,888 2,000,411
Due to related party 1,068,209 -
Refund of equity value resenve (18,277,516) (11,937 836)
Cash generated from operations 28,027,036 43,234 679
Interest paid (1,049,967) (786,155)
Net cash provided by operating activities 26,977,068 42 448 524
CASH FLOWS FROM INVESTING
ACTIVITIES
Interest income recaived 34,760,945 33,088,709
Dividend recelved g 450,343 475451
Increase in short-term investments (25,462) (25,257)
Contribution fo retirement plan assets 21 (900,000) {830,000)
Acquisitions of
Available-for-sale financial assets 8  (265,249858) (109,123517)
Held-to-maturity investments 10 (46,936,610)

Property, equipment and computer software 13 (2,1 sa,m).&\\ (2,533,829)
Proceeds from: _
[isposal of available-for-sale financial assets g
Disposal of held-to-maturity investments 10

\

Net cash used in investing activities

Forveard




Years Ended December 31

Note 2016 2015

CASH FLOWS FROM A FINANCING

ACTIVITY
Utilization of members’ banefit fund (P2,006,015) (P3,948 423)
Net cash used in financing activities (2,006,015) (3,948 423)
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS 1,150,529 (6,205,381)
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 13,876,076 20,081 457
CASH AND CASH EQUIVALENTS

AT END OF YEAR 7 P15,026,605 P13,876.078

See Mofes 0 the Fnandial Statomonts.




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

1. Reporting Entity

TSPIWmuBmeﬁtAmMon.hc.(me‘wtioﬂmmem
mms@mmmgemmmwmmnmwma
amlwmmwmmc«mmammmwz,mm
om«zz;m,mwwy.nnwmmwmmwywm
financial assistance to the members and immediate members of their families in the
fmammmwumwmmmm
assistance, disability banefit and other services for the benefit of the members.

On January 25, 2016, the IC renewed the Association’s license as a mutual benefit
association until December 31, 2018.

As provided in Section 30 (e) of the National Intemal Revenue Code, the Assodiation
ia exempt from the payment of income tax with respect to income it receives as a
nanstock, nonprofit organization.

The Association’s registered address is at 3" Floor, Tulay sa Pag-unlad Inc. (TSPI)
Bullding, 2363 Antipolo St. Guadalupe Nuevo, Makati City,

2. Basis of Preparation

Statement of Compliance
mwwmmwmmmmmsm
Financial Reporting Standards (PFRSs). PFRSs are based on Intemational Financial
Reporting Standards issued by the Interational Accounting Standards Board.
PFRS&MWMMNPMWFMWIWSWM.
consist of PFRSs, Philippine Accounting Standards (PASs), and Philippine
Intarpretations.

Basis of Measurement
MWWMMMmMWMWW
hrmmm.mmmemmamwpm

items Measurement Basas il
Available-for-sale (AFS) financial assets Fair value
Retirement asset Present value of the defined benefit

obigation less fair value of plan assets

HILOUNG! arv ST RaUOET L UTTENG
mmmmmmmamwmmmmmm#&%mp).
which is also the Association's functional currency. All informatjprf
presented in Philippine peso has been rounded off to the , EBXCE
othemwiss indicated.

AP OYEL TOF ISUAN00 O L':..l'_’:il ETTICTIS Sy S
The financial statements as at and for the year ended Decmbe ‘
approved by the Board of Trustees (BOT) and authorized forssusb

and Chief Executive Officer on April 28, 2017,



which form the basis of making the judgments about the carrying values of assets
and liabilities that are readily apparent from other sources. Actual results could differ
from these estimates.

Estimates and undertying assumptions are reviewed on an ongoing basis. Revisiona
fo accounting estimates are recognized in the period in which the estimate is revised
and In any future period affecied,

In particular, Information about significant areas of estimation uncertainty and critical
Judgments in applying accounting policies that have the mast significant effect on the
amounts recognized in the financial statements are described In Note 4 to the
financial statements.

3. Significant Accounting Policies

Hummmwmmmmnawmmmaﬂm
presented in these financial statements.

ption of New or Re ndard endments to Stand:
The Association has adopted the following amendments to staring
uw1,2ms.mmmdmmbmmmm»y
significant impact on the Association's financial statements

* Clanfication of Acceptable Methods of Depreciation and Amortization
(Amendments o PAS 16, Property, Plant and Equipment and PAS 38, intangible
Assets). The amendments to PAS 38 introduce a rebutiable presumption that the
use of revenue-based amortization methods for intangible assels is
inappropriate. This presumption can be overcome only when revenue and the
consumption of the economic benefits of the intangible asset are ‘highly
correlated’, or when the intangible asset is expressed as a measure of revenue.

The amendments to PAS 18 explicilly state that revenua-based methods of
depreciation cannot be used for property, plant and equipment. This is because
such methods reflect factors other than the consumption of economic banefils
embodied in the asset - e g, changes in sales volumes and prices.

* Disclosure Initiative (Amendments to PAS 1, Presentation of Financial
Staternents) addresses some concems expressed about existing presentation
and disclosure requirements and to ensure that entities are able to use judgmant
when applying PAS 1. The amendments clarify that:

1954

* Information should nol be obscured by aggregating or by providing
Immatenal Information

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



A dmahsﬁMvaehm
periods beginning after January 1, 2016. However, the Association has not applied
the following new or amended standards in preparing these financial statements.

mmbwmummmmmnwmmm
from the appiication of the new standards.

Effective January 1, 2017

o) -
M 1GAN0E

* Disclosure Initiative (Amendments fo PAS 7, Statement of Cash Flows).
The amendments address financial statements users’' requests for improved
wmammmmmmmbwwanawsm
flows. The amendments require entities to provide disciosures that enable users
dﬁwmmmmwhmammnwm
activities, including both changes arising from cash flows and non-cash changes
- e.9., by providing & reconciliation between the opening and closing balances in
the statement of financial position for lisbilities arising from financing activities.

The amendments are eflective for annual periods beginning on or after
January 1, 2017. Early adoption is permitted. When an entity first applies the
mmm.nummwummwmmmmmmm
periods.

Effective January 1, 2018

* PFRS 8, Financial Instruments (2014). PFRS 9 (2014) replaces PAS 39,
Financlal Instruments. Recognition and Measuremen!, and supersedes the
previously published versions of PFRS 8 that introduced new classifications and
measurement requirements (in 2008 and 2010) and a new hedge accounting
modei (in 2013). PFRS 9 Includes revised guidance on the classification and
measuremant of financial assets, including a new expected credit loss model for
Caiculating impairment, guidance on own credit risk on financial fiabilities
measured at fair value and supplements the new general hedge accounting
mmmmumwmmmta.mssmmmwmm
mmhmbwmmanworwemummmnﬁngmd
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 after January 1. 2018 with early adoplion permitted



. WwPFRSDMhPFRS4.hmmCuMs(MmM:oPFRS4).
ThemdmmvidoalmmymptbnﬁomPFRSQ.mmanuﬂy
hmmwmmmdmsmzmuwommmmpwm
nnmmmmsemmmmummmmm
mm‘Aqwmmﬁtybpemeapplyhbmpowymmwm
for annual reporting periods beginning before January 1, 2021, The amendments
dsopmvidemovuhywow\bmmnmmmPFRs9m
an enfity is permitted o reclassify between proft or loss and other
mmmlmnm“ummmmmdhm
or loss under PFRS 9 and those that would have been reported under PAS 39,
hrWWMAWM&dgmmmﬁmlib
not held for an activity that is unconnected with contracts in the scope of PFRS 4,
and If it is measured at fair value through profit or loss under PFRS 9, but would
thebunuanAsw.Mmﬂybmmmnmwm
momayappma\omymnnmmms.(mmrmm
applying the temporary exemption.

mmmmmmbwamdm
bounungonormwmmowmmemmwmum
approach are applicable when an entity first applies PFRS 9,

The standards was adopted by the FRSC on Qctober 12, 2016 but cumently
subject to approval by the Board of Accountancy.

SSsCalon O ISUTances an LA | < DT HEAS

The Association i $ contracts that transfer insurance or financial risk or both
Insurance contracts are those contracts that transfer significant insurance risk.
Such risk includes the possibility of having to pay benefits on the occurtence of an
insured event such as death, accident or disabiity. The Association may also
mthMWWthmmmmm
hedge a greater possibllity of claims occurring than expected. Such contracts may
mummwm.m-wudmmmamm«mwmc
insurance risk s the possibility of having to pay benefits on the occurrance of an
insured event that is more than the benefits payable if the insured event did not
occur. Investment contracts are those contracts that transfer financial risk with no
significant insurance risk.

Once a contract has been classified as an insurance confract, it remains as an
insurance contract for the remainder of its life, even If the insurance risk reduces
mwymmmmmmummmmmmanuu
expired. Investment contracts can, however, be reclassified as insurance contracts
after inception If the Insurance risk becomes significant.

Insurance Contracts
mmmmmbmmmmmmum
and application forms that transfer insurance risk.

Conventional Annual Insurance Contracts
Mmmmmmhmnm(MwMOomm
snnual duration, Members' contributions and premiums are recognized as revenue
when paid by the cerificate holder, Benefits are recognized as an expense when
they are incurred.



A lability for contractual benefits that is expected to be Incurred in the future i
recognized for policies that are in-force as at the reporting dates. The

written members' contribution and premium atinbutable to subsequent periods or
risks that have not yet expired is deferred as “Aggregate reserves” in the statements
of assets, fabilities and fund balance. The change in the provision for uneamed
members’ contribution and pramium I8 taken 1o profit or loss in the order that
revenue is recognized over the perod of risk. When the anticipated losses, loss
exceed the recorded aggregate reserves, and any future instafiment members'
contributions and premiums on existing policies, a deficiency reserve shall be
recognized by recording an additional lisbility for the deficiency, with a cormesponding

As at December 31, 2016 and 2015, the Association does not have any policies with
coverage of more than one year.

Reinsurance Contracts Held

Contracts entered into by the Association with reinsurer which compensates the
Association for losses on one or more cantracts issued by the Association and that
meet the classification requirements for insurance contracts are classified as

The benefits recoverable to which the Association is entifled under its reinsurance
conlracts held are recognized as reinsurance assets, These assets consist of
amounts due from reinsurers classified within insurance receivables. Reinsurance
liabilities are primarily members’ contributions and premiums payable for reinsurance
contracts and are recognized as expense when due. Amounts recoverable from or
due to reinsurers are measured consistently with the amounts associated with the
reinsured insurance contracts and in accordance with terms of each reinsurance
confract,

mmamhmmmmmmmwmw.
If there is objective evidence that the reinsurance asset is impaired, the Association
reduces the carrying amount of the reinsurance assets to iis recoverable amount and
recognizes that impairment loss in profit or loss. The Association gathers the
objective evidence that a reinsurance assel 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 when the Association becomes a party to the contractual provisions of the
instrument, Purchases or sales of financial assels that require delivery of assets
within the time frame established by reguiation or convention in the marketplace are
recognized on the trade date. The trade date is the date that an entity commits #self
1o purchase or sell an asset.



Initial Recognition
Whmmmwmhmaﬂymwmdﬂmmwmﬂbnqm
(in case of an assel) or recelved (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
mmmmmmmmm:mmmamavmm
sale (AFS) financial assets, held-to-maturity (HTM) investments, and loans and
receivables. The Association classifies its financial liabilities either as financial
liabliities at FVPL or other financial liabiiities.

As at December 31, 2016 and 2015, the Association has no financial assets and
liabilities st FVPL.

HTM Investments. HTM investments are quoted non-derivative financial assets with
Mummmaﬂmmﬁuwmmmmu
pasitive intention and abiiity 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.
Afier initial measurement, these investments are subsequently measured at

i the effective Interast method, less any allowance for
mwm.mmmummwmmmmawum
pramium on acquisition and fees that are an integral part of the effective interest rate
(EIR). The amartization, if any, is included as part of “Interest income® in profit or

As at Decamber 31, 2016 and 2015, the Association's cash and cash equivalents,
mmmm.mmwmmwmwmnwmdm
under “Other assets” are dassified under this category.

riginal
mmnmammm«msmmwbjedbmhﬁwmu&dmmm
valua.



As al December31, 2016 and 2015, the Association's AFS financial assets
amounted to P761.18 million and P713.70 milllon, respectively (see Note 8).

Other Financial Liabilities. Issued financial instruments or their component, which are
not classified as at FVPL are classified as other financial liabiliies where the
Mmdthvammmmmanm
obligation either to deliver cash or another financial asset to the holider or lender.

After initiai measurement, other financial llabdities are subsequently measured at
mmammmoﬂmmwmm.mmakmw
taking 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 “Interast expense” in
profit or loss,

As at December 31, 2016 and 2015, this category includes the Association’s claims
payabie, claims payable - equity value and interest, equity value reserves, accrued
expenses and other liabliities and due to related party excluding amounts payable to
govemment agencies.

‘Day 1' Difference
Where the transaction price in a non-active market is different from the fair value
mmmmmmumhmmmanuw

mmwm:mmmmmmmwu
value (a 'Day 1" Difference) in profit or loss uniess it qualifies for recognition as some
other type of assel. In cases where an observable data is used, the difference
Mummmmmmnlmamwmmmmorm
mmmmbwmmouuvmuummmmumm.
For each transaction, the Association determines the appropriate method of
recognizing the 'Day 1' Difference amount



Fair Value Measurement

A number of the Association's accounting policies and disclosures require the
measurement of fair value for both financial and non-financial assets and liabilties.
vaauiaanmmmumwmmmmmwmmuawn
mwmmommnmnmum(mmmmm)maam
measurement date under current market conditions (i.e. an exit price), regardiess of
mwumbmmuwmmm«m
wmwm-wm.mmmmumbmm:m
appropriate in the circumstances and for which sufficient data are avaidable to
mwwm.mmwmhmdrdmlwommmmmm
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
fwwuemmhmdwmhpuumdhmemmique(mme).

SelilTmens O KN4 al ASSEIE
Mamesuud\npoﬂingdm'dmraﬂmamlmn
group of financial assets s Impaired.

Afmmdalnmtoramofﬂmrﬂdmdaisdaamdbbehnpaﬁedif.mdoﬂy
if, there is objective evidence of impairment as a result of one 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
financiai asset or the group of financial assets that can be reliably estimated.
Evidemao(hnpdnmmnaymdudelnduﬂmsmatmabomworagrwpd
Mbmﬁemwm&mm.wwltaumwm
lmmtwpmupdmb.mmmymmmmhmwmymm
financial reorganization and where observable data indicate that there is measurable
decrease in the estimated future cash flows, such as changes in economic

AFS Financial Assets Carried at Fair Value. In case of equity securities classified as
Mswm,mlmmmmweaworwm
dﬂmhh&whdhhmbmmmmm&oﬁam
evidence of impairment, the cumulative loss In equity, measured as the differsnce
between the acquisition cost and the current fair value, less any impairment loss
previously recognized, Is recorded in profit or loss. Subsequent increase in the fair

MNdmmmmmthth
income,

Financlal Assets at Amortized Cost. The Association first assasses whether objective
m«wmmmmmwummﬂmmwy
SQMMW“MWMMHMM“MWWW
If the Association determines that no objective evidence of impairment axists 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 15 be, recognized are not included in
the collective assessment for impairment. For the purpose of 8 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 i objective evidence that an impairment loss has been incurred, the amount
of the loss Is measured as the excess of loan's carrying amount over its net
reafizable vakse, based on the present value of the astimated future cash flows from
the assst. The present value of the estimated future cash flows is discounted at the
loan’s original EIR. Time value is generally not considered when the effect of
discounting is not material. The carrying amount of an impaired loan it reduced 1o its
net reafizable value through the use of an allowance account and the accrual of
Interest is discontinued. If, In a subsequent period, the amount of the allowance for
impairmant loss decreases because of an event occurring after the impairment loss
was recognized, the previously recognized impairment loss is reversed to profit or

mmmmsammamdmmmmommmm.
designed o identify accounts with objective evidence of impairment and provide the
appropiiate aliowance 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.

Qffsetting of Financlal Instruments
Financial assets and financial Rabiiities are offset and the net amount

is reported in
the statements of assels, liabilities and fund balance if, and only i, there is a
currently enforceable legal right to offset the recognized amounts and there is an
htanﬁon(oaemeonnnotbads.nrbmmem«mdmmubﬂny

mm.mhmymmemmmmgw. thus,
the reiated assets and labilities are presented on a gross basis in the statements of
assats, kabiliies and fund 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 activities.

A financial asset (or, where apphicable, part of a financial asset or part of a group of
similar financlal assels) is derecognized when:

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

* Ihe Association retains the right to receive cash flows from the assetl. but has
mmmﬁmwmmlnmmunmbﬁdmytonmkdm
under a ‘pass-ihrough’ arrangement; or

* the Association has transferred (ts right to receive cash fiows from the asset and

or (b) has neither transferred nor retained substantially all the risks and rewards
of the assat, but has transferred control of the asset.

mmmmmmwbmmammmwsmmm
involvement in the asset. Continuing invalvement that takes the form of a guaraniee
over the transferred asset is measured at the lower of the original carrying amount of
the assel and the maximum amount of consideration that the Assaciation could be
required to pay.



mmwdpmmmwmmmm.mm
Import duties, taxes, any directly atiributable costs in bringing the asset to its working
mammmmmmawmmuwmgm

the items and restoring the site on which they are located, The cost of
replacing part of an item of property and equipment is recognized In the carrying

X Number of Years
Office furiture and fixtures 5
Transportation 2nd equipment 5
Office equipment 3-5

When an asset is disposed of, or is permanently withdrawn from use
economic benefits are expected from its disposal, the cost and the related

Subsequently, computer sofiware I8 measured at cost less amortization and
impairmend, if any. Amortzation 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 usa, not to exceed three (3) years.

-10 -~



&m«lmmmmmdeMm
mmumdmmmmwmwm«m
amount of the assat and are recognized In profit or loss.

the fair value less costs of disposal and value in use. Fair value less costs of
dspocdbﬂwanwmwﬁommoweofanmmmam'sm

nmmwmmwmmmu«mmu
value in use is the present value of future cash flows expectad to be derived from an
asset.

In assessing value In use, the estimaied future cash flows are discounted to their
present value using a pre-tax discount rate that reflects curment market assessment
of the time value of money and the risks specific to the asset

Mmmﬂnwmmmmwmmmmbmmt
uwmummwmw.mmmmmu
recognized in profit or loss in the period in which it arises

Anmmbmadeauchmpmm:swmmrebwlm
Mpmmummgmdmhmmmaynobmum«myhm
decreased If such indication exists, the recoverable amount s estimated.

Apmbmlyreoognizedhnpaﬁmembssisrwmdonlyﬂmm:bunam
In the estimates used 1o determine the asset's racoverable amount since the last
impairment loss was recognized. If that is the case, the canying amount of the asset
Is increased to its recoverable amount. The reversal can be made only to the extent
mmmmmmmmmmmmmm
mmmmnuumdmwmmmmwmmmm
been recognized, Such reversal is recognized in profit or loss. After such a reversal,
the depreciation and amortization is adjusted in future years to allocate the asset's
revised carmying amount, less any residual value, on a systematic basis over its
remaining life.

Employee Bonefils

Retirement Benefits
MWm'cmmmmormwmumhmm
estimating the amount of the future benefit that employees have eamed in the
wmmmmmmmmmmmam
plan assets.

mwwbaonofdeﬂnedbuwouWonbpeﬂonmdonepemdicbambya
qualified actuary using the prejected unit credit method, When the calculation results
h-mmmum.m%mmmmwmwm
mwmmmmmmmmmm-mmmum
or reductions in future contributions to the plan,

Y=



Remummam.mmmmmmumwm
mmmmmmu(emwmmmmemamwwm
(Hany.ududlnglnhtuo.mmcognhodhmedhwyhomeroowuhm
income. The Association determines the net Interest expense (Income) on the
retirement asset for the perod by applying the discount rate used to measurs the
defined benefit obigation at the beginning of the annual period to the retirement
assel, taking into account any changes in the retirement asset during the period as a
result of contributions and benefit payments. Net interest expense and other
expenses related to the defined benefit plan are recognized in profit or oss.

Whenmwndaphnmd\modmwiwnaphnlsmm,mawlﬂm
change In benefit that relates to past service or the gain or lss on curtailment is
recognized immediately in profit or loss.

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

Short-term Employee Benefits

Short-term employee benefits are expensed as the related sarvice is provided,
A liability Is recognized for the amount expected to be paid f the Association has a
present legal or constructive obligation to pay this amount as a result of past service
ptov‘dedbythewployoaandﬂnoﬂgcﬂonwbea&n&dmﬁabty.

Insurance Contract Liabilities

Aggregate Reserves

Aggregate reserves represent the accumulated total liabiity for policies in-force as at
the reporting dates. Such reserves are established at amount adequate to meel the
estimated future obligations to all members with in-force policy. The reserves are
mmmwmmmmwmmmmmmm
requirements and as approved by the IC.

Equity Valve Resarves

Equity value reserves represent the accumutated reserve for remittance to members.
In accordance with Section 409 of the Insurance Code, as Amended (the "Insurance
Code’), equity value reserves are established at fifty percent (50%) of the total
mandatory membership contributions collected from every outstanding membership
certificates,

Effective December 1, 2014, the twenty percent (20%) sumender charge was no
longer impased on equity value for cevtificates paid for less than three (3) continuous
years, Upon death or withdrawal of the member, equity value reserves contributed
and Interest thereon are refunded to its members. Effective February 1, 2016,

Interest rate on equity value reserve was reduced from 2 00% to 0,50% as approved
by the BOT.

Fund Balance ,

Guaranty Fund Reserves

Guaranty fund reserves represent requited fund smounting to P5.00 milion,
andmmﬁmuﬁerlmmdbyanamﬁemﬁubnlbﬁvap«eeﬁ(s%)d
gross members’ contribution and premium collections undll its amount has reached
twenty-five percent (26%) of the required networth for existing domestic life
insurance companies

General Fund Balance

Gen«ﬂh:ndbdanmowomtnmﬂsheﬂumdunm:‘gmdwmlmo{h
Association

. $2-



Funds Assigned for Members' Benefils
Thaamntmtmlohmtammformembus'bemsmhn
mmmmmmmmmmmm.

Funds Assigned for Capacity Bullding
mmmwmmmmmmcnymamm”
mmmmmwmwwwmrhmm.

Employee Benefit Resorves
Emuoyaematmpmhtomemmlmmuiugmwm
from the remeasurement of the net pension lability.

Fair Value Resarve on AFS Financial Assets
FdrvabemummAFShmddmmnbmwmmdgﬁm
and lossas due fo the revaluation of AFS financial assets.

Fair Value Reserve on HTM Investments
FﬁmmmHTMhmmmnhMchmgohm'wmdme
investments reclassified from AFS 1o HTM at date of reclassification. This reserve is
amortized to profit or loss with the unamortizod premium or discount of the
reclassified investments through the effective Interest method.

Revenue Recognition

Revenue is recognized 1o the extent that it is probable that the economic benefits will
Mbmmmumwmmmmm, The following
spedﬁcmoaﬂﬂmaﬁeﬂamuslbommmmuobmoommd:

Members' Contributions and Premiums
Munban’oontnbuﬂommdmlumsmmekmmeommlmarnm
recognized when recaived. Pmmhmlndudemk!ymhoolocﬁonofmpaofor
every one thousand pesos of the loan avalled for credit life cover while the annual
members’ contnbution of two hundred forty pesos is for life insurance cover.

Members’mmtmbnsoadedtomlmmandmmtummwrammm
recognized as expense when the policy becomes effective.

Interest Income

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

Dividend Income
Dmmnmmwmmwmwsmmmwu
established.

Cther income
Other income arises mainly from surcharge fees due to the early tarmination of the
mwmdmmanngwmmmmmm_

WM’MAWISM“WNMM
mmammmmmmmndmummmm
determine whether it is acling as a principal or an agent:

wmmembnMsmwmﬂnyformmmm
* whether the Association has discretion in establishing prices; and
* whether the Association bears the credit risk,
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If tha Association has determined it is acting as a principal, the Association
wmmmgmmmmommmlomwmmm
accounted as part of cost and expenses. If the Assoclation has determined it is
acting as an agent, only the net amount retained is recognized as revenue.

The Assodiation has determined thal R is acting as principal in its revenue

Claims consist of benefits and claims pail and unpaid to members, denied and
resisted claims and incumred 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 reporing date based on the Association's experence and historical data.
o&mmmmmmmmummmdmam
subsaquent revisions and settiements are included In profit or loss of subsequent
years, Death claims and surrenders are recorded on the basis of notifications
recelved,

General and Administrative Expenses

Expenses are recognized when the decreasa in future economic benefits related 10 &
decrease in an assel 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 of active members are
rocognized in the profit or loss when it accrues.

Prosiias { Cont I
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 benafits will be required 1o settle the obligation; and 2 reliable
estimate can be made of the amount of the obligation.

Contingent liabilites are not recognized in the financial statements. These aro
disclosed in notes to the financial statements uniess the probability of an outfiow of
resources embodying economic benefits is remote, Contingent assets are not
recognized in the financial statements but are disclesed in notes to the financial
statements when an inflow of economic benefits is probable.

Reiated Party Transactions

Refated party relationships exist when one (1) party has the ability 1o controt, diractly,
or 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 andlor among entities which are under
common control with the reporting enterprise, or between andior among the
enterprise and s key management personnel, trustees, of its members.

In considering each possible refated party relationship. attention is directad fo the
substance of the relationship, and not merely the legal form,

Events After the Repariing Date

Post year-end events that provide additional information about the Association's
assels, labilities 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.
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4. Significant Accounting Judgments and Estimates

The Association makes judgment and key estimates and assumptions that affect the
reporied amounts of assets and labiiies within the next financial year,
mmmmwan,mmmmwwmmw
and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

lnm.smmmwmdmﬁmmwwmdm
]mmmmuMQmmmmmmmemm
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 liabiity or an
equity instrument In accordance with the substance of the contractual
arrangement and the definitions of a financial asset or liability. The substance of
a financial instrumeni, rather than its legal form, governs its classification in the
statements of assets, liabllitles and fund balance. In addition, the Association
classifies assets by evaluating among others, whether the asset is quoled 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 and whether those prices represent actual and
mwwmnwnmwommmmswm.
As at December 31, 2016 and 2015, the Association's financial instruments are
classified as HTM investments, loans and receivables, AFS financial assets and

other financial Habilities.

(b) Impaiement of Financial Assels
Financial Assols at Fair Valve
The Association considers that investments are impaired when there has been
& significant or p decline in the fair value below their cost
The determination of what is significant or prolonged deciine requires judgment

§
;
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?
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more events that occurred after the Initial recognition of the asset
and which has an impact on the estimated future cash flows of the financial

5
|
:
|
|
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:

conditions that correlate with defaults on the asset



Receivables

mmmhmwamlmpaimmtnmmm
annual basis, or as the need arises due to significant movements on cartain
accounts. Receivables that are individuaily significant are assessed to determine
mmmamimmemanmwwmm
ummammmmmmmmmmwwma
MMWmanhmummm.mmm
an Impairment loss should ba recorded in the prof or loss, the Association
mkesjudomemasbmvwmmwwemmm
muammmmmmmmnoma
mammhmmummmm

As at December 31, 2018“2015.0»Auod:§onhasnotreeomlzedmy
impairment loss on its financial assats.

Estimates

(a) Estimating Allowance for lmpairment Loss on Receivables
If there is an objective evidence that an impairment loss on receivables has been
hwumdmbmmﬂmmmwmws
carmying amount and the present value of estimated future cash flows (exduding
future credit losses) discounted at the financial asset’s onginal EIR (ie, the EIR
computed at initial recognition). The camying amount of the asset shall be
reduced either directly or through use of an sllowance account. The amount of
loss shall be recognized in profit or loss.

(b) Fair Value Estimation
The fair value of financial instruments traded in active markels is based on
Quoted marks! prices or quoted prices for similar assets or liabilities at the
reporting date. If the financial instrument is not traded in an active market, the fair
wlmsmmnwmmm«mmmm
mmmmmmmu.mmmwwymw
All models are cerUfied before they are used, and models are
iwmemmmmmlmawmpammm
prices. To the extent practical, models use only observable data, however areas
such as credit risk (both own and counterparty), volatilities and comelations
mmmmmmmwhmmmm
factors could affect raportad fair values of financial Instruments.
As

8t December 31, 2016 and 2015, the Association's financial Instruments
unhddhimaadaeﬁhduuvd1hmo!ﬁrmwby
(see Note 6).

|
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fc) Estimated Useful Lives of Property, Equipment and Computer Software
MAWnMWMoIM.me

As at December 31, 2016w2015.memnylmmndmpmyw
me«mwmm.zammmm million,
respectively (see Note 13),

(d) Liability Arising from Claims made under Insurance Confracts
mmmammwmmmu-wmmwbu
Amiabn’smwumwmummmmmmsmauomd
uwmmmmmmhmewmumdmuwmmume
Amaﬁmﬂwymhmm.mmmmof
mmnmﬂumﬂuﬁequemyofdahmduetoeomimendnwvemdmdh
timing of benefit payments.

Clmesﬁunnmwmmlmmmyhdmmhumwy
average mortality or morbidity experience, with adjustments to reflect the
Association’s historical experience. These liabilities form part of the Association's
lBMwhid:mmhdst.asmlioan.oznﬂnmualDwnwst
2016 and 2015, respectively (see Note 15).

(e) Estimating Aggregate Reserves
ThaAuodaﬁonesﬁmmmaggmgaumforMmmhdual
obﬂgaﬁomfofconﬂwﬁmpaidbydaemmgmelmypem(w%)dm
ummdmmmmmWMMme
Quaerter, semi-annual and annual basis. For loan availment premium, gighty
ml(&%)dﬁnunm:dwrﬁmba&m.mmmnisbaadona
WWMWWWMMMMMummM'm

As al December 31, 2016 and 2015, aggregate reserves amounted to
P13.13 million and P12.41 million, respectively (see Note 17),

(% Relimment and Other Employse Benefits
The determination of the obligation and cost of retirement benefits is

M&bummmmwmnmmw
W.quMuthWﬂmﬂm
uwymmnyaﬁoctMoostofunployoommmmobiamm

As at December 31, 2016 and 2015, the Association has a retirement assst of
P3.62 miMon and P2.81 million, respactively (see Note 21).

Retirement expense amounted to P0.25 million in 2016 and P0.23 million in 2015

while employee benefit resarves amounted to P0.58 million and P0.39 million as
at December 31, 2016 and 2015, respectively (see Note 21).
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