Risk-Based Capifal (REC) Requiremerils

As per IC's Memorandum Circular (IMC) No. 6-2006, every mutual benefit entity s
annually required fo maintain an RBC ratio of at least one hundred percent (100%)
and not 1o fail the trend test. RBC ratio is computed using the formula prescribed by
the IC. The REC requirement is determined after considering the admitted value of
certain financial statement accounts whose final amounts can be determined only
after the examination by the IC,

Failure to meet the minimum RBC ratio shall subject tha Association to regutatory
Intervention which could be at varous levels depending on the degree of the
violation,

The foliowing tabie shows how the RBC ratio at December 31, 2018 and 2017 wera
determined by the Associstion based on the Assodation's internal calculations:

2018 2017
Networth PB34,626,570 P715.690 840
Risk-basad capital requirement 14,344,215 15,526,708
Risk-basad capital ratio 4.424% 4,608%

On December 28, 2016, the IC released Circular Letter No. 2016-69, implementation
Requirements for Financial Reporting, Valuation Standards for Insurance Policy
Reserves, and Amended Risk-based Capital (RBC2) Framewoark, which provides,
amang other things, that the level of sufficiency for the amended RBC 2 shall be at
85" percentile level of sufficiency for the year 2017, 97.5* percentile for the year
2018, and 99.5" percentile for the year 2019, RBC 2 Framework shall be made
effective January 1, 2017

As at December 31, 2018 and 2017, the Association is compliant with the required
RBC ratio based on the Association's Intemal calculation.

Insurance Risk

The risk under any insurance contract is the possibility that the nsured event occurs
and the uncertainty of the amount of the resulting claim. The principal risk that the
Association faces under #ts insurance contracts are that the actual claims and benaefit
payments exceed the camying value of the Insurance liabilities, which was the
estimates, estabished using cortain assumptions

The table below sets out the concentration of ife insurance contract by type of
contract as at December 31, 2018 and 2017.

2018 2017

Gross of Net of Gross of Netof
Contract Type Reinsurance Reinsurance Reinsurance Ransuranocs
Credt e P108,834, 166 P108,743 398 PI08 260678  P100, 107 554
GLIP basio 956,178 888175 - -
Basic life 70,180,371 70,1291 80,950,071 55,902,650
Life mandmum bunefit 58,716,420 58 687 083 E5455 874 65445501
Life plus banefit 21811388 21,760,780 477 016 24 854 450
GLIP optional 910,852 810,952 - -
Mcrigage redemption

813338 906,268 1235766 1,224 381

P262,333,419 P262,069,51% PIEE435 M5  P55,144.578
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The Association's exposure to Insurance risk as at December 31, 2018 and 2017 are
as follows!

Note 2018 2017
Apgregate reserves 16 P53,536552 P54,704 197
_Equily value reserves 17 76,611,008 60,918,184

P129,047,560 P144,712 381

Key Assumplions

The principal assumption underlying the estimates is the Association's past claims
deveiopmant oxperiance. This includes assumptions In respect of average claim
costs and claim numbers for each year. Additional qualitabive judgments are used to
assess the extent to which past trends may not apply in the futuwre, For example, one
off occurrence, changes In markel factors such as public attitude to
economic conditions, asmllasmwhdomwchupomollombgpoﬂcy
conditions and claims handiing procodures.  Judgment is further used to assess the
axtent to which external factors such as judicial decislons and government legisfation
affect the estimates.

Sensitivity Analysis for Insurance Risk

As at December 31, 2018 and 2017, #t is esfimated that a general increase of one
percent (1%) in aggregate and equity value reserves, with all other vanables heid
constanl, would decrease the Association’s net income and equity by approximately
P1.29 million and P1.44 million, respectively, An equal change In the opposile
direction would have increased net income and equity by an equal but opposite
amount.

Financial Risks )
The Association has significant exposure to the following financial risks and from s
use of financial Instruments,

= Credit Risk
* Liguidity Risk
*  Market Risk

Theare has been no change to the Association's exposure to financial risks (1.e. credit

risk, Squidity risk and market risk) or the manner in which it manages and measures
the risks since pror financial year,

{a) Crod! Risk
Credit risk Is the nsk of financial loss to the Assocation If the counterparty lo a
financial instrument fails to meet ds contractus! obligations, and arises primarily
from the Assoclation’s financial assets.

Except for HTM investments which mature on varicus dates, all of the
Association’s financial assets are current, Thus, the credit risk relating 1o these
financial assets are considered small due to the shart settiement pariod involved.
The Association's HTM investments consist primarily of govemment securities.
Since these are backed by the full faith and credit of the Philippine Government,
these are generally considered to be free of cradit risk.



The canrying amounts of financial assels
exposure. The maximum exposure to credit risk &t the reporting dates are as

the maamum credit

follows:
Note 2018 2017
Cash and cash equivalents* 7 P13,847,036 P45284 308
Short-lerm Invesiments d 3,218,401 3,192,525
AFS financial asseis** 10 771059476 720,682 921
HTM investments 11 183,987,885 184 5158387
Receivaties 9 7,512,272 6,732,349
Due from related 24 - 8187755
Othor assets*** 330,778 88,318
P979,555,847 P9G8 704,064
“Exciucdng cash on famd.
“Exchuding sguty

secunes.
*“Excluding propaid exponses and fdedly bond deposits

The Association's concentration of cradit risk anses from its investments in
govemment securities since the said investments amounted to P650.08 million
66.36% and 57.55% of iis total financial
assets as at Decamber 31, 2018 and 2017, respactively (see Notes 10 and 11).

and P557.53 million which

The table below provides information regarding the credit risk exposure of the
Association as al December 31, 2018 and 2017 by classifying assets according
to the Association's credit grading of counterparties.

__.m%“

Noodavestment  Assets Naffus

Irrwmstrmmea Geado - Past Dow nor  Past Oue snd
Cash and cash opeastenty™  P1304T 006 | PO 08 P- P13 84T 036
Shor o™ ety 321mm1 - 3348401 - 3t
Recersaties . RA A Aar) TR . TS
AFS Ssanaal assets™ TP D8 478 . T D5R4TS . TTL 068 478
HIM ervesimends 13,347 835 - 133 847 585 . 163 367 306
O icsens™** - 20,078 320,18 - 330,778
L [r AR VR, 1) 7,043,050 Pare s sar " - et E LY
“EncAniog cast on Mod
MExcluting sqully securdve
S Eachaling (rooad! wrpetses s GdoNy bosd deoosds
-~ amr
Tetw Fnarnoa!
Nivyirwmatmiert Assety Nt
Inreestmacn Crasw Past Dus mer Pasd Dus argt
fghgnele Sstacioy Arpates tmpmre Totst
Canh and cash nquivadents™  P45.204 200 P Pes 204 0% P P43 284 200
TShondeem nvestments AR . 21820 AR50
Rocetvaties 0732040 0TI 5e% A73340
Due Som reatnd paty §197 758 0.157.75% 0157756
AFS ancial pssets*™ TI0 LW . 720 §e2. 81 ok bal
HTMW rvestnents 4516887 - 84 51588 154 516 587
Oher ssaets™* - %41 &4 38 %Al
POs) 688 547 Me0re 422 1o 104 004 P~ PSR TO4 004
“Exchitog cash o0 Aaed,
Eacvy) squly securdms
oy repe! eapattses sodf Sty bond depmisty

The Association has no past due and impalred financial assets as at

December 31, 2018 and 2017,



The Association usas a credit grading systom based on the borrowers and
counterparties overall credil worthiness, as described below:

Investment High - Grade - This pertains to accounts with a very low probability of
default as demonstrated by the borrower's strong financial position and
reputation. The borrower has the abdity to raise substantial amounts of funds
through credit facilities with financial institutions, The borrower has a strong debt
sarvice record and a moderate use of loverage.

Nor-investmen! Grade - Salisfactory - This pertains to current accounts with no
history of default or which may have defaulted in the past, but the conditions and
circumstances directly affocting the borrower’s ability to pay has sbated already.
The borrower is expecied 1o be able to adjust to the cyclical downturns in its
operalions. Any profonged adverse economic condiions would however
ostensibly create profitability and liquidity issues. The use of leverage may be
above industry or credit standards but remains stable.

Past Due and impaired - This pardains fo the allowance for impairment loss that
the Association recognizes due to the uncertainly of the collectability of the
Association’s recevables.

{b) Liquichity Risk
Liquidity risk is the risk that the Association will not be able to meet its financlal
obligations as they fail due. The Association’s approach in managing liquidity is
fe ensure, as far as possible, that it will always have sufficient liquidity to meet its
llabiliies when due, under both normal and stressed conditions, withoul incurring
unacceptable losses or risking damage to the Association’s reputation.

The Association prepares weekly cash position report and weekly check
distursement forecasl. which assists in monitoring cash flow requirements.
Typically, the Association enswes that it has sufficient cash on demand to mest
expected operational expenses for a peried of 80 days, Including servicing of
financial obligations; this excludes the potential iImpact of extreme circumstances
that cannot be predicted.

The maturity profile of the Associstion's financial liabilities hes contractual
malturities of one year or less as at December 31, 2018 and 2017 are as follows:

2018
Carrying  Contractual

Note Amount Cash Flow
Accrued expenses and other ligbilities* 14  P27,635,228 2 P27,635,228
Claims payable 15 1349123% 134,912,396
Equity value resarves 17 75,511,008 75,611,008
Due to related party 24 34,770,038 34,770,038

P272,728,670 P272,728,670

Wwwwwmmmm»wwmb
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2017
Carrying Cantractual

= Note Amount Cash Flow
Accrued expensas and other liabllitles* 14 P20,292,758 P20,292,756
Claims payable 15 106,813,789 106,813,789
Equity value resarves 17 80,018,184 80,018,184

P217,024,729 P217,024,725

wmmmwmmmmuwmwmb

(e) Market Risk
Market risk s the risk that causes changes in market prices, such as interest rate
and equity price risks. This will affect the Association’s income or the value of its
holdings of financial instruments. The objective of markat risk management i to
manage and control marke! exposures within acceptable parameters, while
optimizing the retum, The Association’s exposure 1o currency risk was assessed
by management to be insignificant.

Interest Rate Risk
There are two types of inferest rate risk:

* Falr Value Interest Rate Risk - the risk that the value of a ficancial instrument
will fluctuate because of changes in market interes! rates; and

*  Cash Flow Irtorest Rate Risk - the risk that future cash flows of a financial
instrument will fluctuste because of changes in market inlerest rates.

Significant portion of the Association's Investments is composed of inlerest-bearing
dobt instruments carried at fair value. As a result, the Associabon is exposed to fair
value intarest rate risk. The Association's interest-bearing financial instruments as at
December 31, 2018 and 2017 are as follows;

Note 2018 2017
Cash and cash equivalents* 7 P13847,036  P45284 308
Short-torm investments 8 3,218,401 3,102,525
AFS financial assets™ 10 771,058,476 720,602 921
HTM investments 11 183,987,886  184,515887

P972,112,797 P953,685 642

“Erchuchng cxsh on hemd
“Exvchuding equey securbes

The following table demonstrates Association's best estimate of the sensitivity to
reasonabla possible change in intarest rates, with all other variables held constant, to
the Associabion's net income and equily as at December 31

Effect on Net

Change in Basis Points (bps) Income/Equity

2018 Increase by 13 bps P5,454 410
Wl Decrease by 13 bps (5,454,410)
2017 Increase by 13 bps 4,502,001
Decrease by 13 bps {4,502,001)

The Association does not camry debt instrument with varniable inderest rate and, thus,
is not exposad to cash fiow interest rate nisk.



Interest rate risk = mitigated by the Association’s BOT by constructing & portlolio of
debenture instruments with diversified maturites, Any exceas cash of the Association
are temporarily investad in time deposits with the term to maturify of 35 days up to
3 months and later placed in instruments with longer tenors.

The Assodiation believes that the analysis sbove is considered to be representative
of the interest rate risk.

(d) Equity Price Risk
Equity price risk Is the risk that value of the instrument will fluctuate as a result of

changes in market prices (other than those arising from inferest rate risk or currancy
risk), whether caused by faclors speciic to an individual investment, ils issuer or ail
factors alfecting all mstruments traded In the markat.

The Asscciation’s equity price risk exposure relates to equity securitias

as AFS financial assels with carrying amount of P25.66 millon and P30.48 miliion as
al Docember 31, 2018 and 2017, respectively (see Note 10). The value of these
equity securities will fiuctuate with changes in market conditions.

A 2.84% (2017: 2.18%) decrease in stock prices would have decreased equity by
P0.73 million as at December 31, 2018 (2017. PO.66 miliion), with &ll variables
resnaining constant. An equal change In the opposite direction would have increased
equity by an equal but opposite amount.

In 2018 and 2017, the Assoclation determined the reasonably possible change in
Philippine Stock Exchange (PSE) Index based on the historical fluctuation of equity
securities the Association holds as of the reporting date.

6. Fair Value Measurements and Disclosures

A number of the Association's accounting policios and disciosures require the
determination of fair values, for both financial assets and financial liablities.

Falr values have been detemmined for measurement andlor disclosure purposes
based on the methods as described below. Where applicabie, further information
about the assumptions made in defermining fair values is disciosed in the notes to
the financial statements spedific to the assets or liability.

The camrying amount of the Association’s financial instruments such as cash and
cash equivalents (excluding cash on hand), short-term investments, receivables, dus
from related party, other assels (excluding prepaid expenses and fidelity bond

- deposit), accrued expenses and other liabilities (excluding government payables to
agencies), claims payable, aquity value reserves and due to relaled party
approximate fair value at year-end due Lo the relatively short-term maturities of these
financial assets and liabilities.

AFS financial assels is measured at fair value. The fair values of quoted equity
securities were determined by reference to quoted market prices published by PSE
Whiie for debt securities, the market price reference in determining the market value
is derived from PHP Bloomberg Valuation Services (BVAL) and Philippine Dealings
and Exchange (PDEX) as at December 28, 2018 and December 29, 2017,

respactively.



if the market pricas are not readily avatsble, fair valuss are estimated using either
values obtained from independent partes offering pricing services or adjusted
guoted market prices of comparable investments or using the discounted cash flow
methodology.

Investments in unquoted equily instruments for which no reliable basis for fair value
measurement is available are carried at cost, net of any allowance for impairment
losses.

The carrying amount of the Association's HTM Investments approximate its fair value
al year end, Management believes that the effect of discounting and future cash
flows for these instruments using the prevailing market is not significant.

The recuming fair value of AFS financial assets are determined by reference 1o
quoted market prices, at the close of business on the reporting date.

The far value of AFS financial assets using Lavel 1 Inputs is P7586.72 million and
P751.17 million a5 at Decambar 31, 2018 and 2017, respectively (see Note 10).

The Associstion has no financial instruments measured al falr value that are
categorized under Level 2 and 3. There has bean no transfer between levels in 2018
and 2017

7. Cash and Cash Equivalents
As at December 31, this account consisls of:

2018 2017
Casgh on hand P30,158 P30,150
Cashin banks 13,611,783 45,050,926
Cash equivalents 235,283 233,383

P13,877,184  P45314,459

The Company's cash In bank earns annual Interest at 0.75% 1o 1.25% in 2018 and
2017, Short-term placements represents a 90-day time deposit with an average
annual interast rate of one percent (1%) in 2018 and 2017

Interas! income net of final tax recognized In profit or loss which is presented under
“Interast income”, amounted to PO.06 million and P0.08 million for the years ended
December 31, 2018 and 2017,

8. Shortderm Investments

Short-term investments amounting to P3.22 milkon and P319 millon as al
Doacember 31, 2018 and 2017, respeclvely, represents cerfificate of deposit with
local bank with 180-day maturity and eams Iinferest of one percant (1%) per annum
In 2018 and 2017,

Interest incoma on short-term investments amounted to P0.02 million for the yoats
ended December 31, 2018 and 2017

<31~



9. Recelvables

As at December 31, this account consists of;

2018 2017

Interest receivables P7,201,664 P6,384 453
Advances to officers and employees - 301,355
Others 310,608 46,541

P7,5612,272 P6,732,340

Interest receivables pertains to accrued interest of dabt instrument classified as AFS
financial asseis and HTM investments. Advances fo officers and employees refers to
receivables from loans and advances granfed to the Assodation's officers and
employees.

Interest income eamed on advances to officers and employees amounted to
F0.03 million and P0.02 million for the years ended December 31, 2018 and 2017,
respectively.

10. Available-for-Sale Financial Assetls
As at December 31, this account consists of;

2018 2017
Governmeant debt securities P486,075487 P373,014.112
Corporate debt securities 304,983,988 347,678,809
Equity securities 25,684,226 30,480,550

P796,723,700 P751173.471

The reconciliation of the carrying amount of the investiments al the beginning and

end of the year is shown balow:
V N 2018 2017
Balance at beginning of year P761,173471  P761,178 427
Additions durning the year 142,165,625 129,013 885
Disposals during the yaar (8,952,375) (21,270,831)
Accration of discount during the year 745,453 457 303
Amortization of premium during the year (731,115} (802,508)
Mmmm > (moomim,
Net change in fair value reserve on
AFS financial assets (87,677,359) (30,381,819)
Balance at end of year P796,723,700 P751,173.471

In 2018 and 2017, the Company recognized Interest income on AFS financial
assats (net of final tax) amounting to P35.72 milllon and P31.50 million, respactively,
with annual interest rate ranging from 4.00% 1o 6 80%.

DMdaﬂmneeamedfmaquiysecuﬁbesmubmwniﬂbnmd
P0.48 million for the years ended December 31, 2018 and 2017, re
Loamssadmmm“umwuwwmumnmzmawgamm
sale amounted to P0.09 million in 2017,



As at Decambeor 31, 2018 and 2017, the fair value reserve on AFS financial asseis
recognized in statements of assets, fabilities and fund balance amounted to losses
of P118.68 million and P31.01 million, respectively.

11. Held-to-Maturity Investments

As at December 31, 2018 and 2017, the reconciliation of the carrying amount of the
Assoctation's HTM Investments are as follows:

2018 2017

Balance at beginning of year P184,515887 PO7676,722
Redlassification - 87,020,786
Accretion of discount 54,640 -
Amortization of premium during the year (582,642) (181,631)
Balance st end of year P183,987,885 P184 515887

In 2018 and 2017, the Company recognized inlerest income on HTM investments
(net of final tax) amounting to PE.90 milllon and P4 14 milion, respectively,
with annual interest rate ranging from 4.15% to 5.38%.

This investment s in compliance with Section 405 of the Insurance Code and
Insurance Memorandum Circular 8-2006 requiring @l microinsurance mutual benefit
associations lo establish a Guaranty Fund and to deposit cash or government
securities equivalent to the Guaranty Fund with the Buraau of Treasury to cover for
any valid benefit claim of any of its membars. The HTM Investiments will be
re-invested in similar instruments upon maturity.

The contractual matunbes of the Association's HTM Investments as at
December 31, 2018 and 2017 is more than five (5) years.

12. Property, Equipment and Computer Software - nel
Movernants in this account are as follows;

Fummsrm - Oftte Butdng sae Corputar
2ad Fisturee Squepnen__Equpment _|mprovemests Software Tutal
Cont
Jdery A, 2T e FRE00000 PO e e -:a.m PS aa 670 P4 087y
Aceiaats 167.2%0 1,800 £00 2748 0 oA T4 5307 061
I 0 S L . @ (1Al
Decarter 31, 2017 4557 87 ANNS00 127 R IS o 094 0y ;8100
Aserss 8% - RAALE . TE 0% 1958 150
_Digasrmonem AEese0) (10000 (s sosi : @) (LAT1 908
Decamter 3, 3014 EELER IR 1900000 13300 nen Y802 a7 20
Accumidated Capres laton
nz Anortaation
Shrasey 1, 007 400004 100,22 03T M L4l s 14.9% 40
Deprecianm ace
TSR fr Tie paar 158062 1,851,108 [N ) W ATRTN
L . mm (o128 : (8150 (LA 398
Oeterster 24, 2217 A3 18732031 104 s 234 ' 302 514 maraass
Deprocienn ane
RTINS N0 Tie e wian Tieee 100483 [ X ) 1,901,582 R )
A N - : {8301 80794
Decemtier 21, 2318 4421088 1422331 VA 200,323 Lazcne 24,110,003
Nt Carrytrg Amoyrms
Deconter 21, 2017 P27 PO PIIVTAN /0 F100.087 PRATLONS
Decerber 31, 2018 L B PLIOGES PN Piim L LA PLISTIM




As of December 31, 2018, the Assocalion's properly, equipment and computer
software were not pledged as security for liabllities,

13. Investment Property

On Novemnber 14, 2018, the Associalion acquired land and building from Tulay Sa
Pag-unlad, Inc. (A Microdinance NGO) (TSPI) amounting to P58.00 midlion, inclusive
of input VAT, No other acqusitions or disposals were made for the year. The
Company's intantion to the property is to eam rental iIncome in the future,

As at December 31, 2018, the fair value of invesiment property amounted to
P50.00 million based on the latest appaisal repor determined by an independant
qualified appraisers dated June 13, 2018,

The value of the property was amrived at using the market approach, In this
approach, the value of the properties was based on sales and Estings of comparable
property registerad within the vicinity. The technique of this approach requires the
adjustments of comparable property by reducing reesonable comparstive sales and
listings to a common denominator. This was done by establishing the differences
between the subject property and those acluzl sales and listings regarded as
comparable

The properties used as bases of comparison are situsted within the Immediate
vicinity of the subject properties. The comparison was premised on the factors of

time, unil area or size, building age, unit improvements, building location,
buliding features or amenities, bargaining allowance and others.

14. Accrued Expenses and Other Liabilities
As at December 31, this account consists of:

S e o B | Note 2018 2017
Accrued expenses P25919803 P19,278.650
Payables o reguiatory agencies 3,228,397 4232592
Accrued interest 17 1,258,945 1,014,106
Advanceas from officers and employees 356,480 -

P30,763,625 P24 525348

Accrued expenses portains to liabilibes on ulilibes and services incurred,

Payabies lo regulatory agencies Include payabies o Bureau of Internal Revenue
(BIR), Philhealth, Pag-Ibig Fund and Social Security System.

The Association acorued interest on equity value received from the members
as required by IC, however, effactive February 1. 2018, mlerest rate on equity
value reserve was reduced from 200% to 050% as approved by the
BOT. Accrued Interest of inactive members amounting 1o PO.38 million as at
December 31, 2018 were transferred o claims payable -equity value and interest
under "Claims payable® in 2018,

Advances from officers and employees refers to amount collected from the
Association’s officers and employees as advance payment for premiums.



16. Claims Payable

As at Decamber 31, this account consists of:

2018 2017

Claims payable - eguily value and interest P130,424,.288 P100,498,336
IBNR claims 3,500,000 4,522,059
_Claims due and unpaid/resssted 988,108 1,783,394
P134,912386 P106,813,7689

As discussed in Note 3, the Assoclation transferred equity value and interest of
Inactive members amounted to P49.98 million and P93.72 million (see Note 17) in
2018 and 2017, respectively. The entire amount is presented in claims payable -
equity value and interest. Moreover, the equity value reserves transferred to the

general fund balance amounted to P11.62 million.
Claims due and unpaidiresisted consists of claims payable for;

2018 2017
Credit life P335,925 P758,033
Basic life 264,083 369,167
Life maximum 208,100 456,000
Life plus 180,000 185,000
Morigage redemption - 25,194
P888,108 P1,793 354
Movements in IBNR claims are as follows:
2018 2017
Balance at beginning of year P4,522,069 P3,386,108
Increase (decrease) in IBNR (1,022,058) 1,135,951
Balance at end of year P3,500,000 4,522 058
Movements in claims doe and unpaidiresisied are &s follows:
2018 2017
Balance at beginning of year P1,793,394 P768,250
Claims and benefils incurred 69,326,777 51,851,422
Claims and benefits paid (70,132,063)  (50,926,278)
Balance at end of year P988,108 P1,793,304

Claims and benefls expense recognized in profit or foss for the years ended

December 31, 2018 and 2017 is as follows:

2018 2017

Chaims and benefits incurred P69,326,777 P51.951422
Increase (decraase) in IBNR {1,022,059) 1,135,951
P68,304,718 P53,087,373




16. Aggregate Reserves

In complance with Section 410 of the Insurance Code, the Association accumulates
and maintains, out of the peniodic members' contributions and premlums collectad,
sufficient reserves for future contractual obligations for which it holds funds in
securities satisfaclory to the Insurance Commissioner coasisting of bonds of the
Government of the Philippines, or any of its political subdwisions and
instrumentalities, or other good secunities as may be approved by the Insurance
Commissioner, Moreover, the said reserve kabilty established in accordance with
actuarial procedures s approved by the Insurance Commissioner,

The movarmeant of the account is as follow:

2018 2017
Bafance at begmning of the year . P54.794,197  P13.132,536
Increase during the year (1,257 645) 41 661,661

P63,636,662 P54,784197

Starting January 1, 2017, Circular Letter No. 2016-88, Valuation Standards for Life
Insurance Policy Reserves, requiring all lifo insurance companies to calkculate the
reserves for traditional life insurance policies with & term of one year or less using
the uneamed pramium method is implemented. The application of the new valuation
standards for life insurance policy reserves have no sgnificant impact since the
Association's methodology of calculating aggregate reserves Is consistont with the
new regulatory requirement.

17. Equity Value Reserves

In compliance with Section 402 of the Insuranca Code, the Association maintains an
aquity value reserves of 50% of the total mandatory members’ contributions collected
thereon. »

The mandatory member’s contributions collected amounting to P71.15 mifion and
P87.00 million has 2 comesponding additional equity value reserve of P35 .58 million
and P43.50 million in 2018 and 2017, respectivoly,

The table below shows the roliforward analysis of the account as st
December 31, 2018 and 2017

Note 2018 2017
Balance at baginning of the year P89,818,184 P329,804 308
Increase in equity value 35,573,273 43, 498,336
Refund of equity value - (1,061, 444)
Roclassification to claims payable 15 (49,980,449)  (93.724,224)
Appropriation to fund assigned for
members’ banefit - (112,235,787
Appropriation to fund assigned for
capacity bullding - (48,101,052)
Transfer of forfeited equity value - (28.351,0853)

P76,611,008 P89918,184

Interest expense oh equity value reserves amounted to P0A40  million
and P0.76 milion for the years ended Decembar 31, 2018 and 2017, respoctively.



Accrued inerest on equity value reserves presented as accrued interes! under
“Accruad expenses and other liabilites” in the stalements of assels, Habilities and
fund balance as at December 31, 2018 and 2017 amounted o P1.26 million and
P1.01 million, respectively (see Nota 14).

18. Guaranty Fund Reserves

As a microinsurance mutusl benafit association, the Association s requited to
maintain Guaranty Fund amounting to P5.00 million, and every year thereafter,
increase s Guaranty Fund by an amount equivalent to 5.00% of gross premium
collections until the amount of the Guaranty Fund shall reach 25.00% of the requited
networth for existing domeéstic life insurance companies.

As al December 31, 2018 and 2017, the guaranty fund reserves amounted to
P117.58 million and P104.46 million, respectively.

The Guaranty fund shall be deposited with IC In cash, or in government securties
with a total value equal to such amount As at Decembsr 31, 2018 and 2017,
the Association had resiricted investments of P183.99 millon and P184.52 million,
respectively, with the Bureau of Treasury to cover for any valld benefit claim of any of
its members (see Note 11),

The amoun! transferred from genersl fund 1o guaranty fund reserves amounted 1o
P13.12 million and P14.32 million in 2018 and 2017, respectively (see Note 18),

19, Genoral Fund Balance

Section 408 of the Insurance Code requires
maintsin free and unassigned surplus of not more than Its
total liabiities as verified by the Commissioner. Any amount in excess shall be
retummed 10 the members by way of dividends, enhancng the equity value or
providing benefits in kind and other relevant services, As at December 31, 2018, the
Association has an excess general fund balance amounting to P73.84 million which
will be appropeated by the Association in the subsequent pariods.

The roiforward analysis of the sccount as at Decembaer 31, 2018 and 2017 are as

follows:
Noto 2018 2017

Beginning bafance P58,085811  P74,122,667
Net Income for the year 82,659,887 72499453
Transfer to guaranty fund 18 (13,118,671) (14,321 ,802)
Transfer to funds assigned for members

benefits - (72,428 .416)
Transfer to funds assigned lor capacity

building - {31,041,178)
Transfer of forfeited equity value - 28,255.787
Transfer of equity value and interest

from claims payable 14,15 11,958,516 .

P139,667,653  P58,085811
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20. Retiremont Benefit Cost

mmmnasaw.noncomwowmﬁm rabrament plan

at Decamber 31, 2018

The following table shows reconcilistion from the opening balances to tha closing
balances for net defined benefit asset and its components.

(1,220967)
AL 5L
sca e
13,300,808} :
11380 50 e o0 208
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Thés changes In the effect of asset colling are as follows:

2018 2017

Balance at beginning of year 3,061,392 P3,030.502
Remeasurement gain on the change in the

effect of asset ceiling (1,892,797) (123.150)

Interest expense on effect of asset ceiling 169,207 154,040

Balance at end of year P1,327 802 P3,061,392

The Association’s plan assets consist of the following:

2018 2017

Unit investment trust funds P8,737,761 PB.471,235

Mutual funds 1,371,460 1,697,821

Cash 968 285

P8,110,187 P11,169.341




The table below shows the roliforward analysis of remeasurement gain (loss) on
retirement assai account presented under statements of assets, kabilities and fund
balance as at December 31, 2018 and 2017

2018 2017

Beginning batance (P1,401,590) P556,604
Remeasurement gain (loss) of retirement assot 1,692,441 (1,958,284)
P180,851  (P1,401,590)

The Association i not required to contribute to the defined benefit retirement plan for
2018, The following were the principal actuaral assumptions at the reporting date:
2018 2017

Discount rate 7.63% 5.20%
Future salary growth 5.00% 5.00%

Assumptions regarding future mertality have been based on the 2001 CSO Table -
Generational mortality table. The current members' longevity is at age 30.26 in 2018,

The weighted-average duration of the defined benefit obligation is 19.70 years and
11.86 years as at December 31, 2018 and 2017, respectively,

Maturity analysis of the benefit payments:
2018 -
Carrying Contractial Within Within  More than
—— Amount  Cash Flows 1Year 15Years & Years
Detined borafi
obigation P3,702362  P4,197,080 P1A420677 PG0OS14  P2,175,889

Sensitivity Analysis

Reasonably possible changes at the reporting date to one of the relevant actuanal
assumptions, hokding other assumplions constant, would have affected the defined
banefit obligation by the amounts shown below!

Defined Benefit Obligation

e Increase Decrease

Discount rate (1% movement) (P288,768) P338,469
Future salary growth (1% movement) 305,930 (265,320)

Although the analysis does not take sccount of the full distribution of cash flows
expected under the plan, it does provide an approximation of the sensitivity of the
assumption shown.

These defined beneft plans exposa the Association to actuarial risks, such as
longeavity risk, interest rate risk, and market (investment) risk.

The Association s not required to pre-fund the future defined benefits payable under
the Retirernent Plan before they becoma due. For this reason, the amount and timing
of contributions 1o the plan assets are al the Assodation’s discretion. However, in the
avent a benefit claim anses and the plan assets is insufficient to pay the claim,
the shortfall will then be due and payable from the Association to the plan assels.
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21. Salaries and Other Employee Benefits
The account consists of;

Note 2018 2017
Salanes P25,049,095 25,399 6800
Bonuses 7,801,218 8,483,337
Contributions to SSS, Philhealth, and
Pag-itg 2,240,220 2,133,060
Employees’ leave conversion 1,183,048 1,162,612
Retirement expense 20 645 662 457,082
Staff tralning expenses 341,072 202 475
Others ' 2576524 3502985

25 P39,936840 P41411,160

Sahﬂospoﬂainahol!nbaicaalaﬂeaofemployusnotdlMyMabdlo
Mummmmmgm(mm)ofm

Bonuses consists of the 13th month pay and other bonuses paid to the suppor
employees.

Others includes other benefits grantad to support employees.

22. Other Direct Costs
Thiz account consists of:

Note 2018 2017

Coflection fees 24,25 P39,509,036 P29,886,992
Membership enroliment and marketing

fees 25 11,593,015 14,092,525

Direct salaries and benefits axpanses 25 10,600,073 9,551,880

P81,702,123 P53 531408

Cellection fees represents the amount paid to TSP for collection services as stated
mmuwmdwmumumtz)m(mmm.

Memwenm&mm“wkaunghesmmwmqmlmwm
officers in marketing the product, Inciuding member mabilization, and production of
policy forms and promolional materials of the Association.

Diroct salanes and benofits expenses represants the salaries of officers and
mmmwmumdmwmmmmm
activities of the Association.



23. Maturity Analysis of Financial and Non-financial Assets and Liabilities

The following table presents the assets and labliibes ss at December 31, 2018 and
2017 analyzed according to when they are expecled 1o ba recovered or settied within
ono year and beyond one year from the reporting date.

018
Due Within Due Beyond
Note One Year One Year Total
Financial Assets
Cash and cash egquivalonts T P13877,194 P - P13.877,154
Short-lerm kvestmants 8 3,218 401 - 3218 401
AFS financisl assels 10 - 706,723,700 796,723,700
HTM investmeants 11, 78 . 183,947,088 133,907,885
Receivables 9 7812272 . 1512212
Other assats 330,778 - 330,778
24,938,645 980,711,585 1,005,65¢,230
Non-financial Assets
Proparty, equipmant and
compauter sofware - net 12 4,157,244 - 4,187,244
Invvesiment propedy 13 - 56.000,000 58,000,000
Refiremant ascet 20 3,080,023 - 3,080,023
Other assats £38,566 S §36.566
P323812478 P1036711.585  P1,060,524 063
Financial Liabifities
Accrued expenses and
othar liablites 14 P27,535,228 P - P27,535,228
Claims payabie 15 134,912,398 . 134,912,386
Due to relaled party 24 34,770.033 - 34,770,038
_Equity value ressrves 17 75811,008 . 75,511,008
zn.mqg - 272,728,670
Non-financial Liabilities
Accrued expenses and
ather liabites 14 3,228,387 - 3,228.387
_Mgpregate esarves 16 53,536,552 - 53,536,552
P329,493 619 P - P320,493 619
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2017

~ Due Within Due Sayond
o Note One Year One Year Totsl
Financial Assets
Cash and cash equivaients 7 P45314 459 P - Pag 314 450
Short-tem investments a8 3,162 525 - 3.102525
AFS financial assets 10 . TSI3.471 751173471
HTM nvestments 11, 18 - 184 515 887 184 515 887
Recalvables ] 6,732,349 - 6,732 349
Due from related party 8,167,755 - B,197.755
Other assats 88318 - 88,318
63525406 835,689,358 unzmgnu
Non-fnancial Assets
Property, equipment and
compater software < not 12 5872085 - 5,872,085
Retiramant assat 20 2133244 . 2,133,244
Othar assets 1,047 099 . 1,047 (59
PT2.577 834 PEASEBE 388 P1.008,267,182
Financial Liabilities
Accrued exponses and
athor labiites 1 P20,292, 756 P - P20,292,758
Claims payabis {-] 106,613,789 . 106,813,739
_Equity vaue reserves 17 89,818,184 - 89,018,184
217,024,726 217,024,729
Nondnancial Lisbiitios
Accrued expenses and
other habilities 14 4,232,592 . 4232 802
_Aggregate reserves 16 54,754 197 - 54,794,197
P276 051 518 P - P276,061 518
24. Related Party Transactions

Parbes are considerad related parly if one parly has control, joint control, or
significant influence over the other party in making financial and operating decisions.
The key management personnel of the Association are also considered to be related
parties. The Association's koy management personnel are composed of the senior

management and directors.,
Batance
Diom fom ()
Amuat of the Ralated
Category/Tranasction Yeur Nete  Tonsaction Parties Tarms Conaocns
Entsry umder Common
Key Masagemert
* Mombors' conliusons 2018 e F2R2333410 PMSSSTET  Payee on Urssszsted.
W Drmsass colleding w17 Tea Q60 1008710 demuret non- 0 mpanmeen
. rterest
* Clarme ot bmcolis puiet 2018 o 70,132,083 (14,388, 808)  Pagetsw on
omr 20 S0 (10,211 955)  gemand: non. Ursecired
Irtores! Deanry
* Cofecson fees me ew 29,630 038 .
T e @ 2%, 086 932 »
* Acsusation of 10 12 58,000 00¢ 134,000,800) Pagstie on Ureacurea
veTeTIeE [IIpenty amT - - demand. nan
wierest maitg
TOTAL 018 P TT0858
TOTAL 200 PR 19T 755
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Quistanding recesvablas from and payables to related parties are expecied to be
settled in cash.

24a. Tulay Sa Pag-unlad, Inc. (TSPI), an entity with the same key management as

24c.

the Association, |s a nonstock, nonprofit organization, whose mission s to
provide individuals and communities the opportunity to expenance fullness of
life through small and micro-enterprise developmenl Effective January 1,
2007, TSP1 collects membars' confributions and premiums from the
Association’s members.

TSP| also settles claims to the beneficiares of members on behalf of the
Association using the members' contributions and premiums collected.
In instances where the claims to be settled exceeds the amount of members'
contritutions and premiums collected, TSPI advances the payment of ciaims to
the beneficiaries. As at December 31, 2018 and 2017, the outstanding balance
of P14 37 milion and P10.81 million, respectively, represents the settliement
claims advanced by TSPl

TSPI provides the promotion and marketing of the Association's products to
the TSPI's microlinance clients including collection of members' contributions
and peemiums for the said products of the Association. The Association
reimburses the marketing and sales expenses incurred by TSP| on behall of
the Association, Effective July 1, 2016, TSPI charges the Association seven
percont (7%) service fee based on members' contributions and premiums
collected for Ihe services rendered for the Association.

However, based on the Amendment to the Memorandum of Agreement dated
September 27, 2017, the Association agreed to pay a collection fee of 15% of
premiums collected.

In 2018 and 2017, marketing and sales expenses amounling to P39.51 million
and P29 89 million, respectively, were recognized as part of "Collection fees” in
mmmmtmmmdwmmm
(see Notes 22 and 25).

ailayeries|

Tota! shod-btm mmumﬁon of the Amcimms key management personnel
amounted to PS 80 million and P7.64 millica for the years ended Dacember 31, 2018
and 2017, respectively and are recorded under “Salaries and other employee
benafits” in profit or loss. Post-employment benefits amounted to P3.87 milion and
P1.84 mifion for the years ended December 31, 2018 and 2017, respectively,
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25. Reclassifications

The Association reclassified certain accounts in the statement of comprehensive
income for the period ended December 31, 2017 to be consistent with the nature of
the accounts.

Bafore Aler
Nole Reclassifications Reclassifications  Reclassfications

General and administrative

Expenses
Markebing and sales P43,978 517 (P43,879,517) P -
Salanes and other

employoo bonafits 21 50,963,049 (9,551,889) 41411180

Clams benefits and ofher

costs:
Collecton fees 22 ) . 28 B85 952 20,886,952
Membership encoliment
and markating fees 22 - 14,002,525 14,002,525
Direct salanies and
bencfils expenses 22 - 8,651,689 9,651 889
P04,942 566 P - P94, 942 566

The above reclassifications had no matorial effect on the information in the
statements of assets, liabilities and fund balance, and stalements of comprahensive
income as at and for the year ended December 31, 2017. Accordingly, management
did not present the statements of assets, liabiities and fund balance at the beginning
of the current comparative peried,

26. Supplementary Information Required by the Bureau of Internal Revenue (BIR)
Based on Revenue Regulations (RR) No. 15-2010

In agdition to the disclosures mandated under PFRS, and such other standards
andfor conventions as may be adopled, companies are required by the BIR to
provide in the notes o the financial statements, certain supplementary information
for the taxable year. The amounis relating 1o such supplementary information may
not necessanly be the same with those amounts disclosed in the financial statements
which were prapared in accordance with PFRS.

The following = the lax information required for the taxable year ended
December 31, 2018;

A. Withholding Taxes

Expandad withholding taxes P3,133,260
_Tax on compensation and benefits 1,172,183
P4,305,453

B. All Other Taxes (Local and National)

Other taxes paid during the year recognized under
“Taxes and licenses™ account under General and
Administrative Expenses
License and permit fees P112,878




C. Tax Contingencies

On October 25, 2017, the Association received a Letter of Authority from BIR
RDO No: 050-Seuth Makati regarding the examination of the Association's books
of accounts for the period from January 1, 2016 to December 31, 2016, The
Notice of informal Conference was received on November 29, 2018, As of date,
thero is no Prefiminary Assessment Notice yet.
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING
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The Board of Trusteas and Mambers

TSPI Mutual Benefit Association, Inc.

3rd Floor, TuhynPeo-wM Inc. (YSPI)Bldg
2383 Antipolo St,, Guadalupe
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We have audited the financial statements of TSP Mutual Banefit Association, Inc. (Ihe Association) as
at and for the year ended Dacambar 31, 2018, on which we have renderad our repart April 8, 2018

Our suct was made for the purpese of forming an opinioa on the basic financial statements of the
Association taken as a whole. The following schedudes of supplementary information are the
responsibiity of the Association’'s manageament:

(8} Schedule of Philippine Financial Reporting Standards; and
(b) Schedule of Receipts and Disbursements According to their Sewtes and Acvities.

These supplementary infarmation are presentad for purposes of complying with the Securities
Regulation Code Rule 68, As Amended. and are not required parts of the basic financiad statements.
Such supplementary information have baen subjected to the suditing procedures applied in the awdit
of the basic fnancial statements. In our opinion, the supplementary information is faidy stated. in all
malerial respects, in refation to the basic financial statements taken &s a whole.

R.G. MANABAT & CO,

VANESSA P MACAMOS
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IC Accreditation No. F-2017-017-0, valid unti Navember 28, 2020
SEC Accraditation No. 1619-A. Group A, valid until March 15, 2020
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BIR Accreditation No. 068-001887-38-2016
Issuad December 18, 2016; valid until Docambar 18§ 2019
PTR No. MXT 7333621
Issuad January 3, 201% at Makat City
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Makati City. Metro Mania
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TSPI MUTUAL BENEFIT ASSOCIATION, INC.

LIST OF EFFECTIVE STANDARDS AND INTERPRETATIONS SCHEDULE OF
ALL PHILIPPINE FINANCIAL REPORTING STANDARDS (PFRS) [WHICH
CONSISTS OF PFRS, PHILIPPINE ACCOUNTING STANDARDS (PAS) AND
PHILIPPINE INTERPRETATIONS) EFFECTIVE AND NOT EFFECTIVE
AS AT DECEMBER 31, 2018

Philippine Financia! Reporting Standards

PFRS 1 First-ime Asaption of Phiippine Finarcial 4
(Ruvised) Reporting Standards

Aseedinenty 10 PFRS 1 snd PAS 77: Cost of an v
Imvestment in o Sctmidary, Jointly Controlled Ensty
or Assocate

Amecdrents to PFRS 1 Additional Exempéons Tor v
First- e Adogtens

mbm&srumemm— v
Comparotive PFRS 7 Disciosurss for Frattime Adopters

Amararunts to PFRS 1. Sovere Hypannfaton sext <
Removal of Fixed Date for First time Adopters

Amerdivents (o PFRS 1) Governmant Loans v
Amrual Improvements to PFRSs 2009 -2011 Cycle.
Financial

Asensd Improvements 10 PFRSs 2009 -2011 v
Cycle: Bocrowing Coslt Exermpton

Arrasal Improvements 10 PFRSs 2011 -2013 Cycie: v
PFRS version that a first-time adopier can apply

Asrwal Improvements 10 PFRSe 2014 -2016 Cycle: v
Deletion of short-4arm exemptions for fist-ime adopters

PFRS 2 Srare-based Payment
Amendments to PFRS 2 Vesting Conditions v
and Canceliations

Amrandments to PFRS 2. Groop Cash-sattied v
Srhare- based Payment Trunsactions

Aroual Improvements 10 PFRSs 2010 -2012 v
Cycle: Meaning of 'vesting condition

Amendmants to PFRS 2. Classficason and v
Measurermmet of Share-based Payment Transactions

PFRS 3 Busiress Combinatons

Ascusl Improvemants 1o PFRSs 2010 -2012
Cycle: Cassfication and measurermant of
contingent considaration

Asnual Improvements fo PFRSs 2011 -2013 Cych. v
Scope exciusion for the formalion of joit arangements

— e

Annual Improvemonts 10 PFRSe 20152017 Cycle v
Amendments to PFRS 3 and PFRS 11 . Previously
haidd inderest in & int apamtion

Amendments o PFRS 3 Definition of a Business v




Amencments (o PAS 35 and PFRS 4 Fsncal
Guaranies Conlracss

Amendments to PFRS 4: Applying PFRS G,
Financlad Instrumants with PFRS 4 insurance

Noo-currenz Assets Held for Sale ang
Discosinued Operasons

Annual improvements 1o PFRSs 2012 2014
Cyde: Changes in mathod jor dsposs!

Explarasion for and Evalueton of Misers| Resourcea

PFRS T

Financul Instrumerss: Disciosures

Amendments %0 PFRS T Transition

Arendments 80 PAS 36 and PFRS 7
Retassfication of Finarcial Assets

Amendmenis to PAS 26 sod PFRS 7
Rodassification of Financial Assets - Effective Date
and Trasaition

Amencments to PFRS I: Improving Discicacros
aboct Financial Instruments

Amsndments 10 PFRS 7 Disclosunss «
Transters of Financial Assatls

Amenamants 1o FFRS 7' Disciosures -Offsetting
Financisl Assety and Fimsnoal Lisbities

Amendments 1o PFRS 7. Mandatory Effectve Date
of PFRS 9 and Transtion Disdiosunes

Annual nprovemants (0 PFRSs 2012 -2014
Cyda ‘Continuing ewohmment’ for servicing

Arcwal irprovernents fo PFRSs 2012 <2014
Cycle: Offsetting disdiosurmes in condansed iranm
francial stntements

Operateg Segmenis

Annusl Improvernants So PFRSS 2010 -2012 Cycle.
Discicuures on (he apgregasion of operating
»ogments

Francial inatrumants (2014)

Amendments to PFRS 8: Prepayment Features
with Negative Compenzation

‘The Assocution wil adopt hewe saw andior amendmert standords on Janaary 1, 2015,

hwmmmm
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Amendments 10 FFRS 10, PFRS 11, and PERS 12:
Consobdoled Foanciat Jonrt

Stasornants,
Arrangemonts and Disclosure of interests in Other
Emies: Transition Gadance

Amendments So PFRS 10, FFRS 12, and PAS 27
{2011). ¥westment Entities

Arwodoents 10 PFRS 10 and PAS 28: Sale or
Contribution of Assets hetwoen an Invesdor and
s Assotiate or Jort Venture

Amencments to PFRS 10, FFRS 12 and PAS 28
Irvesiment Enfiies: Applying the Consaidation
Excepiion

Jort Armngements

Amendments to PFRS 10, PFRS 11, and PFRS 12
Corsobdated Finanaal Stalements, Jolnt
Amangements and Disclosumn of gerests n Other
Enfites: Transtion Gudance

Amendmants lo PFRS 11 Accounting for Acgustons
of Interests in Joint Operatons

Annual inpmvements 10 PFRES 2015-2017 Cycle
Amendments 1o PFRS 3 and PFRS 11 « Previously
held interest in 2 joint aparation

PFRS 12

Disciosure of Interasts in Other Entiles

Amandments 0 PFRS 10, PFRS 11, snd PFRS 12:
Consoidated Frsancial Staternents, Joint
Arrangements and Disclosurn of Intsrasts in Other
Ertities Transibon Gudance

Amerrirents 1o PFRS 10, PPRS 12, and PAS 27
{2011 vvestment Entities

Amendiments o PFRS 10, FFRS 12 and PAS 28.
kvvenimeni Entities: Applying the Consoldation
Excoption

Annual Improvermnenes to PFRSE 2014 2015
Cycie: Cartication of the scops of the standard

Far Viue Messurement

Annual improvements to PFRSs 2010 <2012 Cytha.
Measurement of shortSesm racovabies and
payabies

Anngal inprovements to PFREs 2011 -2013 Cycle:
Soope of portfolio sxoaption

PFRS 14

Reguiniory Deferral Accounts

PFRS 15

Revenue from Confracts with Customers

PFRS 16

Leases

7

PFRS 17

Insurance Contracts

'The Associaton wit ot Bess new undlor amendment standands on Janwady 1, 2010

Associason availed the tempoesry eanmpton

I terpratations. are approved by PIC and FRSC but pendieg appeosd of BOA

“Tha Assaciaton wil adopt Bis new stundend on Jarsary 1. 2013
“I'he Associston wil adopt s now standand o0 Jeesary 1, 2020




Fraseniaton of Financid Statarmer s

Amrenciment 10 PAS 1. Capital Discosures

Ameocmerts 10 PAS 32 and PAS 1. Puttable Fingncial

Amenrcmerts to PAS 1: Prasantation of ltoms of
Other Comprebansive Incoma

Amendments to PAS 1 and PAS 8: Definiteo of Materal

WM#MMmm-WMmMQ.Hm

Tha Assccaition svmbess the smprary pesmzson
ﬁmmnmwmnmanmmum
"The Asscoiation wit adopt ths new standard on January 1, 2013,

"The Asseciation will adopt ths rew standard on January 1, 2020,




PAS 7 Statement of Cash Flows v

Amundments 1o PAS 7. Dstiosure Inifisthe 4

PAS 2 Accouriing Folicies, Chunges In Accounting g
Estimaias and Errors

Amendments to PAS 1 and PAS &: Definition of Material

PAS 10 Events afler the Repocting Period /s

PAS 12 Incoma Taxes

Ammndment 1o PAS 12 Delerred Tax
Racovery of Undanying Assats

Amendments to PAS 12 mam
Tax Azsets for Unmalled Losses

Arrsal Improvements fo PFRSs 2015-2017 Cycle:
Arracvimants t0 PAS 12 - Incoma tax consequences of
payments an financial instrumants claesitied as equity

PAS 18 Property. Part and Equipment v

Annual improvernents 19 PFRSs 2010 <2042 Cycle:
Restatement of nocamulated depreciation
(amortization) on revalustion (Amendments to PAS 16
and PAS 38)

Amendments (0 PAS 16 and PAS 38 Clarilicssion of v
Acceplable Methods of Degeeciation and Amactizason

Amendments to PAS 16 and PAS 41: Agricubwo:
Bearer Plants

PAS1T Loases
PAS 18 Employes Beceits v
¢ J Amendments 1o PAS 12 Defined Senefit

Plans: Employes Cortributions

Annual Improvements to PFRSs 2012 2014
Cycie. Discount rate n & regional markel sharing
1he sama cumancy - g, the Eurczone

Amendments 1o PAS 18 Pan Amendment,
Curtaiment or Settliemant

PAS 20 Accounting for Governmont Grants and Disclosue
of Goverrenent Assstance

1The Associston wil acopt these new andior armerdment standards on January !, 2019
5Tha Associstion wil sdopt this new standard on Jamuary 1. 2020,



PAS 24

The Effacts of Changss in Forkign Exchanges Rates

Amendment. Net Investment = a Foraign Opeeation

PAS 23

Borrowing Costs

SN ALS

Anewal Impravemants to PFRSs 2015-2017 Cyde:
Amendments 8o PAS 23 -Borrowing costs elgilile
for capitalization

PAS 24
(Ravised)

Relatod Party Disclosures

Annual inprovements to PFRSs 2010 2012
Cycle. Dafintion of Telsted party’

PAS 26

Accounting and Reporting by Retiremnent Benalt Plans

PAS 27

Saparate Financial Statements

b

Amandmants to PFRS 10, PFRS 12, and PAS 27
{2011} Invesiment Entities

Amendments to PAS 27 Equity Method In
Separate Finance Statements

PAS 28

invastiments in Assocates and Joint Ventures

Ameandments 1o PFRS 10 and PAS 28: Sale or
Conrinution of Assals batween an Iwestor and
its Associate or Jont Verture

Amandments 1o PFRS 10, PFRS 12 and PAS 28
Investment Entities: Applying the Consoldation
Excapbon

Annunl improvements to PFRSs 2014 -2018
%Mm“umm-

Amendments 10 PAS 28 Long-1erm
Imterests in Assocates and Joint Vertures

PAS 23

Fruncis Reporting in Hyperinfiationary £cooomies

PAS 32

Francal struments: Disclosurs snd Prasantaion

Amendments 1o PAS 32 and PAS 1; Puttable
Firancal instruments and Qbligations Arising on
Liquidatan

Amendmont %0 PAS 32: Classification of Rights lssues

Amendments to PAS 32: Offseting Financial Assets
and Financial Labiities

Annuad improvements o PFRSs 2000 -2011
Cycle: Financial Instruments Presentation -
Incoma Tax Consaquences of Distributiors

PAS 33

Eamings per Share

PAS 34

Interim Financinl Reperting

Annual Improvements to PFRSs 2008 -2011
Cycle: Inferm Financad Reporting -Segment
Assets and Lishiities

Annual dmprovements to PFRSs 2012 2014
Cyche Disticaure of ndarmation “slsswhere n
tha interim financial rport’




Amendments 40 PAS 36 Recoverable
Amount Disciosures for Non-Financial

PAS 37

Provisions, Contngent Lisblites ard Contingant Assets

PAS 38

Intangible Assetn

mmnmmomm
of sccumulated

|Mmmmbm 16
and PAS 38}

Amendmants to PAS 16 and PAS 38: Clarificason of
Accaptable Mathods of Depreciation and Amortization

PAS 38

Financisl iratrumants: Recognidion und Messurement

Amendments fo PAS 33. Transition and lnstial

Recogniton of Finandsl Assuels and Financisl Uabilties

Amendmants to PAS 39 Cash Flow Hedge
Accounting of Forecast imragroup Transacsons

Amendments to PAS 33 The Fair Value Option

Amecdments fo PAS 35 and PFRS 4. Financeé
Guaranise Contracis

Amersiments to PAS 38 and PFRS 7!
Recigssication of Financial Aseets

Amandments to PAS 39 and PFRS 7
Reclassfication of Financial Assets Efective Date
and Transtion

Arwecimants 1o Phiipgios ieferpestadion IFRC - 9
and PAS 39 Embodded Danvatives

Amendment to PAS 30: Eigitde Hedged e

Amendment to PAS 33° Novation of Derivatives
and Continuation of Hedge Accouniing

PAS 40

rreantment Property

Anngsl Improvamants 1o PFRS« 2011 <2013 Cycie
Inter- relationshvp of PFRS 3 and PAS 40
(Amendmant fo PAS 40)

Amencmeanta to PAS 40 Tranafers of Investmesd
Propedy

PAS 41 Agncutture
Amancmenis 1 PAS 16 and PAS 41 Agnouliure;
Baarer Plants

Phittppine Interpeutations

IFRIC 1 Changes in Exiating Dacomminsioning, Restorstion
and Simiiar Linhiites

WFRIC 2 Members' Shace in Co-operatve Ertities and
Seenlar instruments

IFRIC 4

Datarmining Whether an Asrmogament Contsing &
Lense




IFRIC 12

IFRIC 14

PAS 18 - Tha Limit oo & Delined Benefil Assat,
Minimum Funding Requirsements and their
Interaction

MMyn-:UM MFM
. a
Regurement

IFREC 16

Hedges of 8 Net Investmant in a Fareign Operation

FRIC 17

Distributions of Nan-cash Assats 1o Dwners

IFRIC 18

Extinguishig Financal Lisbites wen Equity
instrumonts

Swripping Costs in the Production Phase of a
Surface Mine

Lerdes

Fareign Currancy Transactions and Advance
Consideration

WMhm‘l'uw

Fal

Introducton of the Euro

Governmont Assisiance - No Specific Retaton
1o Operatng Activities

Operating Leases - incentives

Income Taxes - Changes i the Tax Status of an
Ensity or 85 Sharoholders

Evalusting the Substance of Transactions Involving
tha Legal Fonn of & Lease

Service Concession Arrangemants: Disciosams.

Intangtie Asaats - Wob Site Costs

Philippine interpeotations Committee Guestions and Answers

PIC Q8A PAS 18 Appendix, paragraph  -Revenoue

2006-01 recogniion for sales of property ungs Lrcker pre-
complalion contracts

PIC Q8A PAS 27 1(xd) -Clarificaticn of criesia 10¢ @xeenplion

2006-02 froe presenfing consoldated Srancal statemants




PMMS?.MFASSDQ-

2007-02 Accounting for govermment loars wih low
inorest mtes
PIC Q&A PAS 4027 -Valuation of bank real and olfier
200703 proparties acquired (ROPA)
PIC Q&A PAS 15.78 -Rabe used In discounting post-
2008-01. employment benefil cbiigatians
Revised
PIC Q8A mepmtnm
200901 statements prepared on & basis ather an
gaing concem
PIC Q&A PAS 1R.16 -Bass of peparation of Inancis staternents
2010-02
PIC Q&A PAS 1 Pressntation of Financiad Statemants -
2010-03 Currert/non-current dassdcaton of a calable
term loan
PIC Q8A #FRS 32 Lommon Contrel Business Combinations
209102
PIC Q3A Accoonting for Inter-company Loans
209103
PIC Q&A PAS 32.27-38 .Costs of Public Offering of Shams
201104
PIC Q8A PFRS 1.01.08 Fair Value or Revaluation as
201105 Deemed Cesl
PIC Q&A PFRS 3, Busness Combinalions (2008), and PAS
201108 40, Invesiment Properly -Acguisition of investmernt
propodties -asse! acquisticn ar business
PIC Q&A PFRS 32 -Apgiication of the Poaling of Interesta '
2012-n Method for Business Combinations of Entises Undar
Comtron Control in Corsciidaled Financis!
PIC Q&A Cost of & New Buiiding Constructed on the Site of
201202 & Previous Bulding
PIC QaA Conforming Changes 1o PIC Q&As - Cycle 2013
201302
PIC QaA PAS 19 -Accounting for Employee Serefts undar »
2013.03 Dafined Contribution Plan subject to Requirements
(Revisod) of Republic Act (RA) 7641, The Philppine
Ratirament Law
PIC Q3A Canforming Changes to PIC Q8As - Cycle 2015
201501
PIC QBA Canforming Changes to PIC Q8As - Cycle 2010
2016-0
PiC QaA PAS 32 and PAS 38 - Accounting Traatment of
2016-02 Club Shares Heid by an Entity




31, 2018

Accounting foe Comnmon Araan and ihe Related

201602 Subseguent Costs by Condominium
Corporations

PIC Q&A Application of PFRS 15 *Rewvenua from Contracts

201604 with Customers® on Safe of Residential Propertien
under Pre- Completion Contracts

PIC Q&A Confonming Charges 1o PIC Q%As - Cycle 2017

201701

PIC Q&A PAS 2 and PAS 1€ - Capitalization of aperating

201702 lsssa cont s part of construcfion costs of o
bulding

PIC Q&A PAS 28 - Elimination of proSits and iosses resuiting

201703 froe transactions belwesn associales andior joint
vertunes

PIC G8A PAS 24 - Ralatec pany relationships between

2017-04 parents. subsidlary, asscciate and non-controlleg
sharehoider

PIC QsA PFRS 7 -Froquontly ashed questions on the

2017-06 daclosure requiremeants of inancal nstrumenss
under PFRS 7, Fissngial Instruments. Disclosres

PIC Q%A PAS 2, 18 and 40 Accountng for Collector's Bems

201706

PIC Q8A PFRS 10 -Accounting for recprocal holdings

2017407 In sEsocisias and joint vaniures

PiC Q8A PFRS 10 -Requirement to prepare consolidated

201708 Erancial stalarments whem an enlity dsposes of its
singie investment in @ subsidiary, associats or joint
yenbure

PIC Q&A PAS 17 and Philppine Interpretation SIC-15 -

201709 Accounting for peymmens between and armong lessors
wd essaes

PIC Q8A PAS 40 - Separsticn of proparty and dassifcation

201710 i investmant peoperty

PIC Q&A PFRS 10 and PAS 32 - Trarsaction costs incurmed

201711 10 Sogurg outstanding non-controling inlensst or
to seil non-contralling imerest without 2 lcss of
control

PIC QaA Subseguent Treatment of Equity Component

201712 Anming from Intercompasny Loans

PIC Q&A Veluntary changes in accounting pelicy

2018-01

PIC QaA Non-controling interests and goodwik imparmant fest

201802

PIC Q8A Fair vakee of PPE and depreciated replocement cost

201803

PIC Q8A Inabiliy to measure fair value reliatly for

2018-04 biological susety within the scope of PAS 41

PIC QaA Mainterance requrement of an asset hekd under Base

10




r 31, 2018

PIC Q8A Cost of investment in subsidiaries in SFS whon ' ' =,

2018-06 pocding is sppied

PIC Q&A Cost of an associale, joint vantwe, o v
01807 subeidiary in separale inancial stalements

PIC QA Accounting for the acquisition of nan.wholly v
201808 ownad subsidiary thal is not 8 business

PIC Q&A Ciassification of deposits and progress payments v
201808 as monetary or nonmonetary tems

PIC QA Scope of discicsure of inventory wiite-down v
201810 ‘

PiC Q&A Classification of ead by resl estate developer 4
201811

PIC Q&A PFRS 15 implamantabion issoss alfecting the resd 4
201812 ostate ncustry

PIC QBA Condotming Changes 1o PIC QRAS -Oycle 2018 v
201813

PIC Q&A PIRS 15 - Accounting for Cancelation of Real v
201814 Estate Sales

PIC Q&A PAS 1. Classifcation of Advances % Cortracions n v
201815 the Nalure of Prapayments Gurmand va Non-turmant

PIC Q8A PFRS 13 - Level of fa¥ value hiermchy of v

201818 government sacurities using SloomDarng's siandan

nde on fair value herarchy

PIC Q2A Accourting fur serdce chaiges under PFRS 15, v
2018-01 Revenus from Contracts with Customan

PIC QBA Acsounting for cryptographic assels v
2019.02
Legeng:

Adopted -means & paticuli standand or intarpretation s relewant 10 1he operations of e entty (even if § has no offect or
no mistecial afisct on the fnandcial stalemants), for which Sere may be a relsted parScuar sccounting pokicy made in the
fnancial statements and/or thens are cument ransactions the amourmts o balances of which s dedosed on the face or
in the noles of the financial statements.

Not Adopted -means & partoular standard or imerprotation s efective bt the entity did not adopt it due to eher of thess
WO Mhasons’ 1) The antity has deviated or depanad from the requitemunts of such staedand or inlarpestaian; or 7) The
standard provides for an opfion 1o early adepl & but the entity decided otherwse.

Not Appiicable +mwans the slandard or inlarpretation Is £t refevant at ak to the operations of the entity

"



TSPl Mutual Benefit Association, INC.

SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018

2018
Receipts
Members' contributions and premiums P262,069,519
Dacrease in;

Receivables 37,287

Due from related party 8,197,766

Other assets 168,073
Increase in:

Accrued expenses and other liabilities 8,611,328

Due to refated party 34,770,038
Proceads from:

Disposal of available-for-sale financial assats 8,514,978
Interest income received 42745315
Dividend received 488,723
Total Receipts 365,503,016
Disbursemonts
Banefits paid - death benafits 69,326,778
Other direct costs 61,702,123
Operating expense 53,078,643
Decreass in:

Claims payable 8,861,269

Interast paid 2,671,452
Purchase of :

Fixed assets 1,246,087

Electronic data processing 742,063

Investments 142,165,627

Investment property 56,000,000
Utilization of client benefits fund 1,120,363
Total Disbursements 396,514 405
Net Cash Receipts (31,411,389)
Add: Cash fund at beginning of the year ,606,984
Total Cash Fund Current Year P17,095,595

Y



Page 1of 2
SCHEDULE OF CONTRIBUTIONS/DONATIONS

Name of Foundation/Organization SEC Registration No.

TSP1 MUTUAL BENEFIT ASSOCIATION, INC. 200508617

For the year ended December 31, 2018

| Part| | Contributors/Donors

(a) (b) (<} ( (e}

No, Name and Address Nationality Total Type of Contnbution

Contributians

tash

1 N NiL Norcash
[Complete Part || Il thece is 3
noncash contribution)
Cash

2 NiL 8 Noncash
(Complete Part It if there i a3
nancash contrivution|
s (A

1 NiL NiL Noecash [
(Complete Part 1l f there is &
noncash contsibution)
[T v |

4 NIL ~L Noncash [
(Complete Part it If there s &
noncash contribution

A contribeace e donor Nelalnd IS, PErNErShpA, COMpOTItIIM, ASSOCANNS, trusts and organication,.

If sepranational ceganization, mdicate glece of principal office or domicie.

Comtributiens or donatisns inpariabie o the schedile are contriiutions, donatioo, grants, beguests, devam, and gits of maney or progerty,
wreOuMNg 10 P100,000 00 of mace from sach comisituter of donor,




Page 2of2
SCHEDULE OF CONTRIBUTIONS/DONATIONS
Name of Foundation/Organization SEC Registration No.
TSPl MUTUAL BENEFIT ASSOCIATION, INC. 200508617
For the year ended December 31, 2018

| Part 1 | Noncash Property

) (b} © ()

Na. Description of noncash proparty gven Falr Market Valus {or Date recersed

from estimate)

Part |

1 NIL a NIL

2 NIL e, NIL

3 NIL it NiL

4 N, NIL ML

Signed under oath by the following:

Signature : Signature E@t’
ATTY. NEUA A, NAYVE

Director VoIC

Signed this ___th day April 2019

Director = Flnance & Admin /OIC




REPUBLIC OF me mumues)
MAKATI CITY )SS.

AFFIDAVIT

Wa, MA. LUZ A. PLANAS, and FLORENCIA G, TARRIELA. both of legal age,
Filipinos, with the same office address at 3° Floor, Tulay sa Pag-unlad Inc. (TSPI)

1. We are both Trustees being the Chairman and Treasurer, respectively of TSPI
Mutual Benefit Association Inc, & non-stock, non-profit organzation duly
organized and existing under and by virtue of the laws of the Repubic of the

with principal office address at the 3" Floor, Tulay sa Pag-uniad Inc

(TSP1) Bidg , 2383 Antpolo St., Guadalupe Nuevo, Makati City,

2 Based on the records of the Organization, the specific receipts and
disbursements of its funds for the year ended December 31, 2018, are ahown in
the schedule of recaipts and disbursements,

|

w

We heroby attest that the foregoing statements are corréct and In accordanca
with the records of the Organization

WW§WE“..mmmmwwmb

%LUZA.PLANAS FLORENCIA G, TARRIELA
Treasurar
AND SWORN TO BEFORE ME in MAKATI CITY , this

APR 15291 Affiants exhibting to me SSS 1D No, 03-1349190-8 and Passport ID
No. P3341OG2AMMMD 2017 at DFA Manila, respectively as competent
evidence of their identities,

VID R. TABLANG

PRELE, 50

PIR Mo 7334217 £ 01/03/2019 7 Macav Oty
P No. 056773 1 §2/12/201%9 | Makati Ciy
Mol of Atrorney: A2002
Doc.No. __ B3 . MCLE Camphlance No, V418377
Page No. 2016 Magiaysay St
Book No. \! Srgy. Guadalupe Nvevo, Makati City

Serias of 2019



SWORN STATEMENT
This ks to certify that the following schedules for the year ended 31 December 2018 are, 10
the best of our knowledge, complete and acournte:
1. Schedule of Receipts or Income Other Than Contributions and Donations
2. Schedule of Contributions and Donations
3. Schedule of Disbursements and
4. Deails of Matertal Disbursements

ATTY. LE D. BANASEN-Corparate Secretary
Officer in

Sigsture

NELIA A. NAYVE -~ Director, Finanoe & Admun,
Officer in Charge

Signod this _th day of April 2019

SUBSCRIBED AND SWORN TO BEFORE ME this APR 110008 .o
— MAKATI CITY ., affiants exhibiting the following:

ATTY. LEONARDA D. BANASEN . Driver's License No, D16-94-101543

NELIA A.NAYVE - Passpont $SEC0997443
Manila
05 May 2014 to 04 May 2019

ATTY. JUANCH 10 R. TABLANG
N Mi G
Communien Ro. M- 10J gntd Deam;s: 4, 020

PIN No. 7334217 - 01/00/2019 | Matats Cay
1P No, 056773 1 12/12/2012 [ Makati Ciny
ol of Arorsey: $2002
MCLE Compiance Mo, VI-QQISIT
v 2016 Magsaysay $1.,
Doc.No, __ 390 Brgy. Guadalepe Nuewn, Makael City
Page No. 34
Book No. __ Ceygpdl)
Series of 2019,




CERTIFICATE ON THE COMPILATION SERVICES FOR THE PREPARATION OF
THE FINANCIAL STATEMENTS AND NOTES TO THE FINANCIAL STATEMENTS

quMMImmcem&dPuNhAommnl(CPA)mwmm
compilation services related to the preparation and presentation of financial information
dmuﬁtyhacoomhoowmanapplwwﬁnmddmpomm.ndrepom
as requred by accounting and auditing standards for TSPI MUTUAL BENEFIT
ASSOCIATION, INC. for the period ending 31 December 2018,

In discharging this responsibiity, | hereby declare that | am the Director — Finance and
Administration of TSPI Mutual Benefit Association, Inc.

Fm.lnwwmmmlhemmndemmsw
andemthoFmamidSnmms.lwnmuﬂuedbywdldnotlvailolthe
aeMeooofR.G.Manabtt&Co.whobmemmlwdimmmmwn
opmbnmuuurunnwwwumwmﬁmmw

IMbydedm.wdupetnMdperjuymmlaﬁondRmucAdNo. 9208, that
my statements are true and cormect.

4
Signature Over Printed Name: mm

Professional Identification Card No.: 2598530
Valid Until. May 25, 2019

Accred $ AND SWORK ¢ badore ma, in e Liy o' A
itation Number: 5015 " Affiant exhibmng 10 1 (isines
Valid Until: May 25, 2020 ath 40, ww

ATTY. JUANCH VID R. TABLANG

MV i, 2030

FTI No. 7334217 : 01/03/2019 / Maksu Cay
187 No 036773 | 1271272015 / Makats City
Aol of Attomey: 42002

Doc. No__ 7! MCLE Compliance No. V10015177
Page No.__=1¢ :ﬂ Magsasay 1.
Book No.__ Loy Rrgy, G upe Swevo, Makati City

Series of 2019



