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STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The Management of TSPl Mutual Benefit Association, Inc. (herein referred to as the
Association) is responsible for all information and representations contained in the Annual
Income Tax Retumn for the year ended December 31, 2022. Management is likewise
responsible for all information and representations contained in the financial statements
accompanying the Annual Income Tax Retumn covering the same reporting period.
Furthermore, the management is responsible for all information and representations contained
in all the other tax retums filed for the reporting period, including, but not limited, to the value
added tax and/or percentage tax retums, withholding tax returns, documentary stamp tax
returns, and any and all other tax retumns.

In this regard, the management affirms that the attached audited financial statements for the
year ended December 31, 2022 and the accompanying Annual Income Tax Return are in
accordance with the books and records of the Association, complete and correct in all material
respects. Management likewise affins that:

(a) the Annual Income Tax Return has been prepared in accordance with the provisions
of the National Intemal Revenue Code, as amended, and pertinent tax regulations and
other issuances of the Department of Finance and the Bureau of Internal Revenue;

(b) any disparity of figures in the submitted reports arising from the preparation of financial
statements pursuant to Philippine Financial Reporting Standards and the preparation
of the income tax return pursuant to tax accounting rules has been reported as
reconciling items and maintained in the Association’s books and records in accordance
with the requirements of Revenue Regulations No. 8-2007 and other relevant
issuances; and

(c) the Association has filed all applicable tax returns, reports and statements required to

be filed under Philippine tax laws for the reporting period, and all taxes and other

| impositions shown thereon to be due and payable have been paid for the reporting
| period, except those contested in good faith.

) A
Chdirman of the Board
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REPORT OF INDEPENDENT AUDITORS

The Board of Trustees and Members

TSPI Mutual Benefit Association, Inc.

3rd Floor, Tulay sa Pag-unlad, Inc. (TSPI) Bldg.
2363 Antipolo Street, Guadalupe Nuevo

Makati City 1212

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of TSPI Mutual Benefit
Association, Inc. (the Association), which comprise the statements of assets, liabilities
and fund balance as at December 31, 2022 and 2021, 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
respects, the financial position of the Association as at December 31, 2022 and 2021,
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 responsibilities under those standards are further described in the Auditors’
Responsibilities 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
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Firm Regulatory Registration & Accreditation:
PRC-BOA Registration No. 0003, valid until November 21, 2023
SEC Accreditation No. 0003-SEC, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by SEC Accreditation No. 0004-FR-5)
IC Accreditation No. 0003-IC, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by IC Circular Letter (CL) No. 2019-39, Transition clause)
BSP Accreditation No. 0003-BSP, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by BSP Monetary Board Resolution No. 2161, Transition clause)

R.G. Manabat & Co., a Philippine partnership and a member firm of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee
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Responsibilities 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 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 cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Association’s
financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

» 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 involve 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 appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Association’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern 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 Association’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report
to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditors’ report. However, future events or conditions
may cause the Association to cease to continue as a going concern.
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» Evaluate the overall 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 governance 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 and Revenue Regulations 34-2020 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 27 to the basic
financial statements is presented for purposes of filing with the Bureau of Internal
Revenue and is not a required part of the basic financial statements. Such
supplementary information is the responsibility of management. The supplementary
information has been subjected to the auditing procedures applied in our audit of the
basic financial statements. In our opinion, the supplementary information is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

R.G. MANABAT & CO.

C.

LORIZZA C. SIMANGAN

Partner

CPA License No. 0147917

IC Accreditation No. 147917-IC, Group A, valid for five (5) years
covering the audit of 2021 to 2025 financial statements

SEC Accreditation No. 147917-SEC, Group A, valid for five (5) years
covering the audit of 2021 to 2025 financial statements

Tax Identification No. 429-267-284

BIR Accreditation No. 08-001987-150-2022
Issued January 27, 2022; valid until January 26, 2025

PTR No. MKT 9563847
Issued January 3, 2023 at Makati City

-

April 25, 2023
Makati City, Metro Manila
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING
WITH THE BUREAU OF INTERNAL REVENUE

The Board of Trustees and Members

TSPI Mutual Benefit Association, Inc.

3rd Floor, Tulay sa Pag-unlad, Inc. (TSPI) Bldg.
2363 Antipolo Street, Guadalupe Nuevo

Makati City 1212

We have audited the accompanying financial statements of TSPl Mutual Benefit Association,
Inc. (the Association) as at and for the year ended December 31, 2022, on which we have
rendered our report dated April 25, 2023.

In compliance with Revenue Regulations V-20, we are stating that no partner of our Firm is
related by consanguinity or affinity to the Chairman or any members of the Board of Trustees
of the Association.

R.G. MANABAT & CO.

o Co Sl

LORIZZA C. SIMANGAN

Partner

CPA License No. 0147917

IC Accreditation No. 147917-IC, Group A, valid for five (5) years
covering the audit of 2021 to 2025 financial statements

SEC Accreditation No. 147917-SEC, Group A, valid for five (5) years
covering the audit of 2021 to 2025 financial statements

Tax Identification No. 429-267-284

BIR Accreditation No. 08-001987-150-2022
Issued January 27, 2022; valid until January 26, 2025

PTR No. MKT 9563847
Issued January 3, 2023 at Makati City

April 25, 2023
Makati City, Metro Manila

Firm Regulatory Registration & Accreditation:
PRC-BOA Registration No. 0003, valid until November 21, 2023
SEC Accreditation No. 0003-SEC, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by SEC Accreditation No. 0004-FR-5)
IC Accreditation No. 0003-IC, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by IC Circular Letter (CL) No. 2019-39, Transition clause)
BSP Accreditation No. 0003-BSP, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by BSP Monetary Board Resolution No. 2161, Transition clause)

R.G. Manabat & Co., a Philippine partnership and a member firm of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee



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

STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE

December 31

Note 2022 2021
ASSETS
Cash and cash equivalents 7 P154,015,050 P10,984,300
Short-term investments 8 - 6,904,852
Receivables 9 7,426,371 7,154,594
Due from related party 26 - 4,741,128
Available-for-sale (AFS) financial assets 10 979,802,040 1,079,573,585
Held-to-maturity (HTM) investments 11 181,610,384 182,246,918
Property, equipment and computer software 12 1,340,474 803,077
Investment property 13 55,687,484 56,180,665
Retirement asset 20 3,447,593 2,551,553
Other assets 1,062,481 1,159,511

P1,384,391,877

P1,352,300,183

LIABILITIES AND FUND BALANCE
Liabilities

Accrued expenses and other liabilities 14 P46,985,924 P20,301,850
Claims payable 15 218,336,163 170,401,258
Aggregate reserves 16 42,494,659 32,305,799
Equity value reserves 17 67,375,680 96,708,343
Due to related party 26 983,320 -

Total Liabilities 376,175,746 319,717,250
Fund Balance
Guaranty fund reserves 18 152,692,440 143,317,119
General fund balance 19 189,055,351 156,538,064
Funds assigned for members’ benefits 547,423,705 518,402,606
Funds assigned for capacity building 235,872,826 222,780,520
Remeasurement loss on retirement asset 20 (1,508,541) (2,805,809)
Fair value reserve on AFS financial assets 10 (109,639,541) 353,977
Fair value reserve on AFS assets reclassified

as HTM investments (5,680,109) (6,003,544)

Total Fund Balance

1,008,216,131

1,032,582,933

P1,384,391,877 P1,352,300,183

See Notes to the Financial Statements.



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

STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

Note 2022 2021
NET MEMBERS’ CONTRIBUTIONS
AND PREMIUMS
Members’ contributions and premiums 26 P198,462,150 P160,228,398
Members’ contributions and premiums ceded
to reinsurers (52,500) (70,750)
198,409,650 160,157,648
CLAIMS, BENEFITS AND OTHER COSTS
Claims and benefits 15 38,070,822 49,634,071
Increase in equity value reserves 17 28,120,076 28,318,898
Increase (decrease) in aggregate reserves 16 10,188,860 (1,269,814)
Other direct costs 23 63,462,807 46,643,402
139,842,565 123,326,557
GROSS INCOME 58,567,085 36,831,091
GENERAL AND ADMINISTRATIVE
EXPENSES
Salaries and other employee benefits 22 8,176,306 6,645,900
Repairs and maintenance 21 5,694,065 5,818,750
Communication, light and water 2,099,281 1,695,202
Professional fees 1,907,435 1,072,257
Depreciation and amortization 12, 13 1,479,559 1,522,218
Planning, meetings and conferences 663,027 342,601
Dues and fees 602,681 632,662
Office supplies 168,531 228,882
Transportation and travel 123,267 125,755
Representation and entertainment 75,911 24,532
Taxes and licenses 22,871 177,441
Marketing and sales - -
Miscellaneous 24 375,794 559,882
21,388,728 18,846,082
OPERATING INCOME 37,178,357 17,985,009
OTHER INCOME
Interest income 7,8, 10, 11 45,873,898 46,324,739
Gain (loss) on sale of investments 10 (1,304,135) 3,814,415
Dividend income 10 764,295 625,462
Interest expense 17 (538,223) (588,349)
Other expense - net (881,329) (1,476,975)
43,914,506 48,699,292
NET INCOME 19 81,092,863 66,684,301

Forward



Years Ended December 31

Note 2022 2021

OTHER COMPREHENSIVE LOSS
Item that may be reclassified to profit or

loss
Net change in fair value of reserve on AFS

financial assets 10 (P109,993,518) (P69,019,059)
Item that will not be reclassified to profit or

loss
Remeasurement gain (loss) on retirement asset 20 1,297,268 (3,012,648)

(108,696,250) (72,031,707)

TOTAL COMPREHENSIVE LOSS (P27,603,387) (P5,347,406)

See Notes to the Financial Statements.



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

STATEMENTS OF CHANGES IN FUND BALANCE

Years Ended December 31

Fair Value on
Reserve Held-

to-Maturity
Remeasurement Fair Value Investment
Funds Funds Gain (Loss) of Reserve on to be
Guaranty Fund  General Fund Assigned Assigned for Retirement AFS Financial Amortized in
Reserves Balance  for Members’ Capacity Asset Assets Profit or
(Note 18) (Note 19) Benefits Building (Note 20) (Note 10) Loss Total
Balance as at January 1, 2022 P143,317,119  P156,538,064 P518,402,606 P222,780,520 (P2,805,809) P353,977 (P6,003,544) P1,032,582,933
Net income for the year - 81,092,863 - - - - - 81,092,863
Other comprehensive income (loss):
Net change in fair value reserve of available
for-sale financial asset - - - - - (109,993,518) - (109,993,518)
Remeasurement gain on retirement asset - - - - 1,297,268 - - 1,297,268
Total comprehensive income (loss) for the year - 81,092,863 - - 1,297,268 (109,993,518) - (27,603,387)
Transfer to guaranty fund 9,375,321 (9,375,321) - - - - - -
Appropriation of general fund balance - (43,714,927) 30,600,449 13,114,478 - - - -
Utilization of members’ benefits fund and
capacity building - 1,601,522 (1,579,350) (22,172) - - - -
Amortization of fair value reserve to be
amortized to profit or loss - - - - - - 323,435 323,435
Transfer of forfeited equity value and interest - 2,913,150 - - - - - 2,913,150
9,375,321 (48,575,576) 29,021,099 13,092,306 - - 323,435 3,236,585

Balance as at December 31, 2022

P152,692,440

P189,055,351

P547,423,705

P235,872,826

(P1,508,541)

(P109,639,541) (P5,680,109) P1,008,216,131

Forward



Years Ended December 31

Fair Value on
Reserve Held-

Remeasurement Fair Value to-Maturity
Funds Funds Gain (Loss) of Reserve on Investment to
Guaranty Fund General Fund Assigned Assigned for Retirement  AFS Financial be Amortized
Reserves Balance for Members’ Capacity Asset Assets in Profit or
(Note 18) (Note 19) Benefits Building (Note 20) (Note 10) Loss Total
Balance as at January 1, 2021 P135,820,452  P181,794,357  P448,219,503 P201,286,049 P206,839  P69,373,036 (P6,326,978) P1,030,373,258
Net income for the year - 66,684,301 - - - - - 66,684,301
Other comprehensive loss:
Net change in fair value reserve of available
for-sale financial asset - - - - - (69,019,059) - (69,019,059)
Remeasurement gain on retirement asset - - - - (3,012,648) - - (3,012,648)
Total comprehensive income for the year - 66,684,301 - - (3,012,648) (69,019,059) - (5,347,406)
Transfer to guaranty fund 7,496,667 (7,496,667) - - - - - -
Appropriation of general fund balance - (93,096,183) 71,601,712 21,494,471 - - - -
Utilization of members’ benefits fund and
capacity building - 1,418,609 (1,418,609) - - - - -
Amortization of fair value reserve to be
amortized to profit or loss - - - - - - 323,434 323,434
Transfer of forfeited equity value and interest - 7,233,647 - - - - - 7,233,647
7,496,667 (91,940,594) 70,183,103 21,494,471 - - 323,434 7,557,081
Balance as at December 31, 2021 P143,317,119  P156,538,064 P518,402,606 P222,780,520 (P2,805,809) P353,977 (P6,003,544) P1,032,582,933

See Notes to the Financial Statements.



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

STATEMENTS OF CASH FLOWS

Years Ended December 31

Note 2022 2021

CASH FLOWS FROM OPERATING

ACTIVITIES
Net income 19 P81,092,863 P66,684,301
Adjustments for:

Interest income 7,8, 10, 11 (45,873,898) (46,324,739)

Increase in equity value reserve 17 28,120,076 28,318,898

Increase (decrease) in aggregate reserves 16 10,188,860 (1,269,814)

Net amortization of premium (accretion of

discount) 10, 11 5,134,871 (1,150,617)

Depreciation and amortization 12,13 1,479,559 1,522,218

Loss (gain) on sale of investments 10 1,304,135 (3,814,415)

Dividend income 10 (764,295) (625,462)

Interest expense 17 538,223 588,349

Retirement expense 20,22 401,228 275,282

(Reversal of) provision for claims incurred but

not yet reported 15 (300,000) 900,000

Gain on sale of assets - (432,999)
Operating income before working

capital changes 81,321,622 44,671,002
Decrease (increase) in:

Short-term investments 8 6,904,852 (3,388,320)

Due from related party 26 4,741,128 209,392

Receivables (271,777) 210,867

Other assets 97,030 (145,857)
Increase (decrease) in:

Accrued expenses and other liabilities 28,113,915 (23,615,994)

Claims payable (9,217,834) (10,195,203)

Due to related party 983,320 -
Cash generated from operations 112,672,256 7,745,887
Interest paid (1,968,064) (1,092,114)
Net cash provided by operating activities 110,704,192 6,653,773

CASH FLOWS FROM INVESTING

ACTIVITIES
Acquisitions of:

AFS financial assets 10 (320,461,099) (344,173,437)

Property, equipment and computer software 12 (1,564,774) (535,490)
Proceeds from disposal of:

AFS financial assets 10 304,760,089 284,688,713

Property, equipment and computer software 40,999 568,000
Interest income received 45,873,898 46,324,739
Dividend received 10 764,295 625,462
Net cash provided by (used in) investing

activities 29,413,408 (12,502,013)

Forward



Years Ended December 31

Note 2022 2021

CASH FLOWS FROM FINANCING ACTIVITY
Transfer of forfeited equity value and interest P2,913,150 P7,233,647
Cash provided by financing activity 2,913,150 7,233,647
NET INCREASE IN CASH

AND CASH EQUIVALENTS 143,030,750 1,385,407
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 7 10,984,300 9,598,893
CASH AND CASH EQUIVALENTS

AT END OF YEAR 7 P154,015,050 P10,984,300

See Notes to the Financial Statements.



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

1. Reporting Entity

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

On January 1, 2019, the IC renewed the Association’s license as a mutual benefit
association until December 31, 2021, and further extended on February 28, 2022,
effective January 1, 2022 and remains valid until December 31, 2024, unless sooner
revoked or suspended for cause.

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

The Association’s registered address is at the 3™ Floor, Tulay sa Pag-unlad Inc.
(TSPI) Building, 2363 Antipolo Street, Guadalupe Nuevo, Makati City 1212.

2. Basis of Preparation

Statement of Compliance

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

Basis of Measurement
These financial statements have been prepared on the historical cost basis except
for the following items, which are measured on another basis at each reporting date.

ltems Measurement Bases
AFS financial assets Fair value
Retirement asset Fair value of plan assets (FVPA) less the

present value of the defined benefit
obligation (DBO)

Functional and Presentation Currency

These financial statements of the Association are presented in Philippine Peso,
which is the Association’s functional currency. All financial information presented in
Philippine peso has been rounded off to the nearest peso, unless otherwise
indicated.




Presentation of Financial Statements

The Association presents its statements of assets, liabilities and fund balance in
order of liquidity. An analysis regarding recovery or settlement within twelve (12)
months after the reporting date (current) and more than 12 months after the reporting
date (non-current) is presented in Note 25.

Approval for Issuance of Financial Statements
The financial statements as at and for the year ended December 31, 2022 were
approved by the Board of Trustees (BOT) on April 11, 2023.

3. Significant Accounting Policies

The accounting policies set out below have been applied consistently by the
Association to all years presented in these financial statements, except for the
changes in accounting policies as explained below.

Adoption of Amended Standards

The Association has adopted the following amended standards starting January 1,
2022 and accordingly, changed its accounting policies. Except as otherwise
indicated, the adoption did not have any significant impact on the Association’s
financial statements.

Effective April 1, 2021

= COVID-19-Related Rent Concessions beyond 30 June 2021 (Amendment to
PFRS 16, Leases). The amendment extends the practical expedient introduced
in the 2020 amendment which simplified how a lessee accounts for rent
concessions that are a direct consequence of COVID-19, permitting lessees to
apply the practical expedient to rent concessions for which any reduction in lease
payments affects only payments originally due on or before June 30, 2022.

The amendment is effective for annual reporting periods beginning on or after
April 1, 2021. Earlier application is permitted. A lessee applies the amendments
retrospectively, recognizing the cumulative effect of the amendments as an
adjustment to the opening balance of retained earnings or other component of
equity, as appropriate. The adoption is mandatory for lessees that chose to apply
the practical expedient introduced by the 2020 amendments and may result in
reversal of lease modifications that was ineligible for the practical expedient
under the 2020 amendments, but becomes eligible as a result of the extension.

Effective January 1, 2022

= Onerous Contracts - Cost of Fulfilling a Contract (Amendment to PAS 37,
Provisions, Contingent Liabilities and Contingent Assets). The amendments
clarify that the cost of fulfilling a contract when assessing whether a contract is
onerous includes all costs that relate directly to a contract - i.e. it comprise both
incremental costs and an allocation of other direct costs.

The amendments apply to contracts existing at the date when the amendments
are first applied. At the date of initial application, the cumulative effect of applying
the amendments is recognized as an opening balance adjustment to retained
earnings or other component of equity, as appropriate. The comparatives are not
restated.



Annual Improvements to PFRS Standards 2018-2020. This cycle of
improvements contains amendments to four standards, however, only two (2)
amended standards are applicable to the Association which are:

e Fees in the 10 per cent Test for Derecognition of Financial Liabilities
(Amendment to PFRS 9, Financial Instruments). The amendment clarifies
that for the purpose of performing the 10 per cent’ test for derecognition of
financial liabilities, the fees paid net of fees received included in the
discounted cash flows include only fees paid or received between the
borrower and the lender, including fees paid or received by either the
borrower or lender on the other’s behalf. It applies to financial liabilities that
are modified or exchanged on or after the beginning of the annual reporting
period in which the entity first applies the amendment.

e Lease Incentives (Amendment to lllustrative Examples accompanying
PFRS 16, Leases). The amendment deletes from the lllustrative Example 13
the reimbursement relating to leasehold improvements to remove the
potential for confusion because the example had not explained clearly
enough the conclusion as to whether the reimbursement would meet the
definition of a lease incentive in PFRS 16.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2022.

Standards Issued But Not Yet Adopted

A number of new standards and amendments to standards are effective for annual
periods beginning after January 1, 2022 and have not been applied in preparing
these financial statements. Unless otherwise indicated, none of these are expected
to have a significant effect on the Association’s financial statements.

Effective January 1, 2023

Definition of Accounting Estimates (Amendment to PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors). To clarify the distinction between
changes in accounting policies and changes in accounting estimates, the
amendments introduce a new definition for accounting estimates, clarifying that
they are monetary amounts in the financial statements that are subject to
measurement uncertainty. The amendments also clarify the relationship between
accounting policies and accounting estimates by specifying that an accounting
estimate is developed to achieve the objective set out by an accounting policy.
Developing an accounting estimate includes both selecting a measurement
technique and choosing the inputs to be used when applying the chosen
measurement technique. The effects of changes in such inputs or measurement
techniques are changes in accounting estimates. The definition of accounting
policies remain unchanged. The amendments also provide examples on the
application of the new definition.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2023, with earlier application permitted, and will apply prospectively to
changes in accounting estimates and changes in accounting policies occurring
on or after the beginning of the first annual reporting period in which the
amendments are applied.



Disclosure of Accounting Policies (Amendments to PAS 1, Presentation of
Financial Statements and PFRS Practice Statement 2 Making Materiality
Judgements). The amendments are intended to help companies provide useful
accounting policy disclosures. The key amendments to PAS 1 include:

e requiring companies to disclose their material accounting policies rather than
their significant accounting policies;

e clarifying that accounting policies related to immaterial transactions, other
events or conditions are themselves immaterial and as such need not be
disclosed; and

o clarifying that not all accounting policies that relate to material transactions,
other events or conditions are themselves material to a company’s financial
statements.

The amendments to PFRS Practice Statement 2 includes guidance and
additional examples on the application of materiality to accounting policy
disclosures.

The amendments are effective from January 1, 2023. Earlier application is
permitted.

Effective January 1, 2024

Lease Liability in a Sale and Leaseback (Amendments to PFRS 16). The
amendments confirm the following:

e On initial recognition, the seller-lessee includes variable lease payments
when it measures a lease liability arising from a sale-and-leaseback
transaction.

e After initial recognition, the seller-lessee applies the general requirements for
subsequent accounting of the lease liability such that it recognizes no gain or
loss relating to the right of use it retains.

A seller-lessee may adopt different approaches that satisfy the new requirements
on subsequent measurement. For example, the seller-lessee could determine
the lease payments to be deducted from the lease liability as expected lease
payments or as equal periodic payments over the lease term, with the difference
between those payments and amounts actually paid recognized in profit or loss.

The amendments are effective for annual reporting periods beginning on or after
1 January 2024, with earlier application permitted. Under PAS 8, a seller-lessee
will need to apply the amendments retrospectively to sale-and-leaseback
transactions entered into or after the date of initial application of PFRS 16.

Classification of Liabilities as Current or Noncurrent - 2020 amendments and
Non-Current Liabilities with Covenants - 2022 amendments (Amendments to
PAS 1). To promote consistency in application and clarify the requirements on
determining whether a liability is current or noncurrent, the amendments:

e removed the requirement for a right to defer settlement of a liability for at
least twelve months after the reporting period to be unconditional and instead
requires that the right must have substance and exist at the end of the
reporting period;



o clarified that only covenants with which a company must comply on or before
the reporting date affect the classification of a liability as current or non-
current and covenants with which the entity must comply after the reporting
date do not affect a liability’s classification at that date;

e provided additional disclosure requirements for non-current liabilities subject
to conditions within twelve months after the reporting period to enable the
assessment of the risk that the liability could become repayable within twelve
months; and

o clarified that settlement of a liability includes transferring an entity’s own
equity instruments to the counterparty, but conversion options that are
classified as equity do not affect classification of the liability as current or
noncurrent.

The amendments will apply retrospectively for annual reporting periods
beginning on or after January 1, 2024, with earlier application permitted. Entities
that have early applied the 2020 amendments may retain application until the
2022 amendments are applied. Entities that will early apply the 2020
amendments after issue of the 2022 amendments must apply both amendments
at the same time

Effective January 1, 2025

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

The Association availed the temporary exemption in the implementation of
PFRS 9 as allowed by PFRS 4 below as the Associations has not previously
applied PFRS 9 and its activities are predominantly connected with insurance.

PFRS 17, Insurance Contracts replaces the interim standard, PFRS 4, Insurance
Contracts. Reflecting the view that an insurance contract combines features of
both a financial instrument and a service contract, and considering the fact that
many insurance contracts generate cash flows with substantial variability over a
long period, PFRS 17 introduces a new approach that:

(a) combines current measurement of the future cash flows with the recognition
of profit over the period services are provided under the contract;

(b) presents insurance service results (including presentation of insurance
revenue) separately from insurance finance income or expenses; and

(c) requires an entity to make an accounting policy choice portfolio-by-portfolio
of whether to recognize all insurance finance income or expenses for the
reporting period in profit or loss or to recognize some of that income or
expenses in other comprehensive income.



Under PFRS 17, groups of insurance contracts are measured based on fulfiiment
cash flows, which represent the risk-adjusted present value of the entity’s rights
and obligations to the policy holders, and a contractual service margin, which
represents the unearned profit the entity will recognize as it provides services
over the coverage period. Subsequent to initial recognition, the liability of a group
of insurance contracts represents the liability for remaining coverage and the
liability for incurred claims, with the fulfilment cash flows remeasured at each
reporting date to reflect current estimates.

Simplifications or modifications to the general measurement model apply to
groups of insurance contracts measured using the ‘premium allocation
approach’, investment contracts with discretionary participation features, and
reinsurance contracts held.

PFRS 17 brings greater comparability and transparency about the profitability of
new and in-force business and gives users of financial statements more insight
into an insurer's financial health. Separate presentation of underwriting and
financial results will give added transparency about the sources of profits and
quality of earnings.

PFRS 17 is effective for annual periods beginning on or after January 1, 2025.
Full retrospective application is required, unless it is impracticable, in which case
the entity chooses to apply the modified retrospective approach or the fair value
approach. However, if the entity cannot obtain reasonable and supportable
information necessary to apply the modified retrospective approach, then it
applies the fair value approach. There is also a transition option allowing
presentation of comparative information about financial assets using a
classification overlay approach on a basis that is more consistent with how
PFRS 9 will be applied in future reporting periods. Early application is permitted
for entities that apply PFRS 9 Financial Instruments on or before the date of
initial application of PFRS 17.

Given the nature of most of the insurance contracts issued, the Association is
assessing if the simplified approach is applicable. The Association is currently
performing detailed assessment on the impact of the adoption of the new
standard in its financial statements.

Classification of Insurance and Investment Contracts

Insurance contracts are defined as those contracts under which the Association
(the insurer) accepts significant insurance risk from another party (the policyholder)
by agreeing to compensate the policyholders if a specified uncertain future event
(the insured event) adversely affects the policyholder. Such risk includes the
possibility of having to pay benefits on the occurrence of an insured event such as
death, accident or disability.

The Association may also transfer insurance risk in insurance contracts through its
reinsurance arrangement to hedge a greater possibility of claims occurring than
expected. As a general guideline, the Association defines significant insurance risk
as the possibility of having to pay benefits on the occurrence of an insured event that
is more than the benefits payable if the insured event did not occur. Insurance
contracts can also transfer financial risk.



Investment contracts are those contracts that transfer significant financial risk, but
not significant insurance risk. Financial risk is the risk of a possible future change in
one or more of a specified interest rate, financial instrument price, commodity price,
foreign exchange rate, index of price or rates, credit rating or credit index or other
variable, provided in the case of a non-financial variable that the variable is not
specific to a party to the contract.

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

In 2022 and 2021, the Association did not enter into any investment contracts.
Insurance Contracts

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

Conventional Annual Insurance Contracts

These contracts insure events associated with human life (death or survival) over an
annual duration. Members’ contributions and premiums are recognized as revenue
when paid by the certificate holder. Benefits are recognized as an expense when
they are incurred.

A liability for contractual benefits that is expected to be incurred in the future is
recognized for policies that are in-force as at the reporting dates. The proportion of
written members’ contribution and premium attributable to subsequent periods or to
risks that have not yet expired is deferred as “Aggregate reserves” in the statements
of assets, liabilities and fund balance. The change in the provision for unearned
members’ contribution and premium is taken to profit or loss in the order that
revenue is recognized over the period of risk. When the anticipated losses, loss
adjustment expenses, incentives and other acquisition costs, and maintenance costs
exceed the recorded aggregate reserves, and any future installment members’
contributions and premiums on existing policies, a deficiency reserve shall be
recognized by recording an additional liability for the deficiency, with a corresponding
charge to profit or loss.

Reinsurance Contracts Held

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

The benefits recoverable to which the Association is entitled under its reinsurance
contracts held are recognized as reinsurance assets. These assets consist of
amounts due from reinsurers classified within insurance receivables.

Reinsurance liabilities are primarily 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 contract.



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

Financial Instruments

Date of Recognition

Financial instruments are recognized in the statements of assets, liabilities and fund
balance when the Association becomes a party to the contractual provisions of the
instrument. Purchases or sales of financial assets that require delivery of assets
within the timeframe established by regulation or convention in the marketplace are
recognized on the settlement date. Settlement date accounting refers to:

(a) the recognition of an asset on the day it is received by the Association, and

(b) the derecognition of an asset and recognition of any gain or loss on disposal on
the day that it is delivered by the Association.

Initial Recognition

Financial instruments are recognized initially at fair value of the consideration given
(in case of an asset) or received (in case of a liability). Except for financial
instruments at fair value through profit or loss (FVPL), the initial measurement of
financial instruments includes transaction costs.

Classification

The Association classifies its financial assets into the following categories: financial
assets at FVPL, AFS financial assets, held-to-maturity (HTM) investments, and
receivables. The Association classifies its financial liabilities either as financial
liabilities at FVPL or other financial liabilities. The classification depends on the
purpose for which the instruments were acquired or incurred and whether these are
quoted in an active market. Management determines the classification of its financial
instruments at initial recognition and, where allowed and appropriate, re-evaluates
such designation at every reporting date.

As at December 31, 2022 and 2021, the Association has no financial assets and
liabilities at FVPL.

AFS Financial Assets

AFS financial assets are financial assets which are designated as such, or do not
qualify to be classified or have not been classified under any other financial asset
category. They are purchased and held indefinitely and may be sold in response to
liquidity requirements or changes in market conditions.

After initial recognition, AFS financial assets are subsequently measured at fair
value, with unrealized gains or losses recognized in other comprehensive income in
the “Fair value reserve on AFS financial assets” in fund balance until the investment
is derecognized, at which time the cumulative gain or loss is recognized in profit or
loss, or until the investment is determined to be impaired, where the cumulative loss
is reclassified to profit or loss.

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



As at December 31, 2022 and 2021, the Association’s AFS financial assets
amounted to P0.98 billion and P1.08 billion, respectively (see Notes 10 and 25).

HTM Investments

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

As at December 31, 2022 and 2021, the Association’s HTM investments amounted
to P181.61 million and P182.25 million, respectively (see Notes 11 and 18).

Reclassification of AFS Financial Assets to HTM Investments

For a financial asset reclassified from AFS financial assets category to HTM
investments, the Association shall reclassify the financial asset at its fair value on the
date of reclassification which becomes its new amortized cost. Any previous gain or
loss on that asset that has been recognized in other comprehensive income and any
difference between the new amortized cost and maturity amount is amortized in profit
or loss over the remaining life of the investments using the effective interest method
similar to the amortization of a premium and a discount. This is presented as ‘Fair
value reserve on AFS financial assets reclassified as HTM investments’ in the
statements of assets, liabilities and fund balance. If the financial asset is
subsequently impaired, any gain or loss that has been recognized in other
comprehensive income is reclassified from fund balance to profit or loss.

Receivables

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

After initial measurement, the receivables are subsequently measured at amortized
cost using the effective interest method, less any impairment loss. Amor