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Pursuant to Section 2. Article IX-D of the Philippine Constitution and Section 43 of
Presidential Decree (PD) No. 1445, otherwise known as the Govermment Auditing Code of
the Philippines, we transmit berewith our repon on the results of the sudit of the accounts and
transactions of the Social Security Svstem (S85) for the years ended December 31, 2025 and
2024,

The report consists of the Independent Auditor’s Report, Audited Financial Statements,
Observations and Recommendations, and the Status of Implementation of Prior Years™ Audit
Recommendations

The Auditor rendered un unmodified opinion on the fairness of presentation of the financial
statemnents of the 555 as at and for the vears ended December 31, 2025 and 2024

The significant observations and recommendations that need immediate actions are as
follows:

1 Despite the adoption of Socinl Security Commission (55C) Resolution No, 553-5 2022
and Imernational Social Security Association (155A)aligned frameworks, the 855
recorded o 245 per cent surge in unrenlized equity losses on financial assets at fair value
through other comprehensive income (FVTOCT) escalating from P1 1,600 billion in CY
2021 to P39 994 billion by CY 2025, attributed to a lack of formal stop-loss thresholds
necessary 1o trigger comective actions and protect the Investment Reserve Fund (IRF),

We recommended that Management, through the S5C

4  Develop and formally adopt a comprehensive and enforceable investment risk
management framework for equiy  investments classified as  FVTOCI
incorporting clearly defined stop-loss thresholds, tolemble loss limits, escalation
triggers, and cofresponding corrective actions to ensure timely intervention on
significantly underperforming investments,

b. Establish measurable quantitative and qualitative parameters for resssessment,
rebalancing. retention, or divestment of equity securities, including criteria based
on sustained unrealized losses, deteroration in issuet fundamentals, concentration
risk, Nguidity constraints, and prolonged deviation from risk-adjusted retumn
objectives,



¢ Require the Fund Mansgement Group (FMG), Equity Investment Department
(EID), and Capital Markets Group to document and justify decisions 1o retain
investments that have brenched established loss thresholds, including the basis for
continued holding, recovery assumptions, expected investment horizon, and
approval by the sppropriste oversight committee;

d  Strengthen the operational implementation of SSC Resolution No, 553-4.2022 and
1SSA-aligned investment governance frameworks by ensuring that portfolio
optimization models, Sharpe Ratio wrgets, and risk budger pammeters are
transiated into actionsble controls and consistently applied in actusl ponfolio
management decisicns,

e Require penodic pomfolio stress testing, scenario analywis, and downside risk
assessments covering significant market, sectoral, and Issuer-specific exposures,
with the results regularly reported to the Risk Management and Actuary Oversight
Commitiee (RMAOC) and the SSC for appropriate sction,

f Formulate and maintain a documented portfolio rebalancing and risk mitigation
sirateny for investments exhibiting prolonited adverse valuation trends, including
procedures for reducing exposure, limiting concentration risks, and reallocating
investments towand assets with stronger risk-adjusted retum profiles,

g Enhance investment monitoring and reporting mechanisms by establishing periodic
exceplion reports identifying securities with significant cumulitive unrealized
losses, recurming negative performance indicators, or breaches of approved nisk
tolerance levels, together with the corresponding management actions undertaken,
and

h  Penodically evaluate whether continued exposure 1o issuers exhibiting persistent
operational, governance, leverage, or profitability issues remains consistent with
the prudential investmem principles of safety, vield. hiquidity, and extraordinery
diligence prescribed under Republic Act (RA) No. 11199 and its Implementing
Rules and Regulations (IRR)

The 2024 Government Corporation Information Sheet (GCIS) of the 555 discloses a
4.75 per cent equity interest in a domestic gaming-sector enterprise classified within the
Casinos & Gaminy Sector. Retaining this stake undermines principles of prudence and
ethical investing outlined in Section 26 of RA No. 11199, which govens the TRF,
exposing the 555 to potential regulatory review and reputational risk

We recommended that Mansgement adopt the following measures to reinforce public
trust, protect the integrity of the S5F, and demonstrme leadership in responsible and
compliant investmen management, through

The FMG, Invemmems Support Division, EID, coursed through Executive Viee
President (VP), Invesiment Sector

a Conduct and documeni a comprehensive review of its equity holdings in the
invesiee 10 assess complinnce with Section 26 of RA No. 11199,



h. Formulate a documented strategy mod action plan for addressing its investment
exposure, specilying the proposed disposition or risk-mitigation measures and the
corresponding timelines, duly supported by risk-return assessments, Dduciary
ohligstions, market conditions, and other relevant considerntions;

The S58 Investments Oversight Committee:

n.  Formulaie and adopl an imvesiment policy that explicitly excludes investments in
the gambling sector, incorporating stringent monitoring mechanisms; and

b. Tssue a formal resricted sectors policy and mmploment systematic, periodic
compliance reviews to uphald investment integrity.

The S58's engagement of external (und managers (EMF) lor Investment Management
Agreements (IMAs) and Contract Agreements (CAs) ioaling PRS00 billion way
chamcterized by significant deficiencics in contracting authority, misclassification of
scrvices, and investment stralegy concems, contrary o 585 00 No. 2022-026-b and
Sections 2 and 3 of the IRR of RA No. 11199,

We recommended that Manegement:

n.  Strengthen compliasnce with governance and approval protocols by ensuring that all
investment-related contracts are execuled in accordance with the authonzed
signatory mutnix, clanfied delegation policies, and supporied by approprisie legal
and compliance certifications prior to execution;

b, Standardize and amend the terms and conditions of the contract for externally

munaged investments by adopting uniform IMAs and ensuring consistency
between procurement processies and Hiduciary requirements;

c. Heassess the necessity and prudence of owsourcing investment management
functions, particularly for pure [fxed-income mandates, through comprehensive
cost-benefit malysis and periodic value-for-money and performance evalustions:
and

d  Enhonce investment governance and oversight mechanisms by requiring explicit
SSC approval of outsourcing sumtegies, documented risk ossessments, and

strengthened performance reporting 1o ensure that investment decisions promote
the long-term sustainability and best financial interests of the SSF.

A total of 24 555 IPs with o fair market value (FMY) of P98.754 billion were observed
i be either underutilized, idle, or in deteriomted condition, contrary to Section 2 of RA
No, 11199, also known as Social Security Act of 2018, and Section 2 of PD No. 1445,
resulting In missed revenue opportunities. suboptimal retums an investment, ond assct
nmprTEnl

We recommended that Management:
p Formulate and implement clear action or disposition plan for vacant or

underutilized propertics o maximize the potential value of these assets and avoid
farther deterioration:



b Conduct a comprehensive reconciliation between Real and Other Properties
Acquired and Acquired Assets Department, Invesiment Accounting Drepartment,
and Investment Property Department records to resolve inventory and classification

discrepancies, and

¢ Expedite the resolution of legal disputes and Comprehensive Agrarian Reform
Program claims to ensure the 555 receives just compensation and clear titles

5 The effectiveness and sdequacy of the existing mechanisms (0 monior pension
payments were rendered deficient by the overpaymeni of retirement benefits 10
deceased pensioners amounting 1o P490 209 million and P453 593 million for CYs
2025 and 2024, respectively. comtrary to Rule 21 of the IRR of RA No. 11199, 555
Office Order Noa. 2022-067 and 2023-055, and 855 Circular No. 2023-013, thereby
resulting in significant financlal prejudice 1o the S5F

We recommended that Management:

4 Swrengthen imernal controls to safewuard 558 resources agning overpayments of
retirement pensions by enhancing coordinstion among Accounting. Henefits
Administration, Pension Administration, snd IT units to ensure timely shaning of
information affecting benefit eligibility, particularly death related transactions;

b. Rexssess the policy limiting Annual Confirmation of Pensioners (ACOP) Progrum
complinnce to pensioners aged B0 years and above, and consider implementing
mandatory snmual ACOP compliance for all pensioners, regardless of age or place
of residence,

¢ Conduct penindic updates of the momality rate assumptions through an updated
actuarial study, to ensure that the age threshold for ACOP coverage remains
apptoprisie, sccurnte, and responsive to emerging trends in life expectancy and
pensioner demographics;

d  Prepare reguler aging schedules of overpaid pension benefits and submit 10 the
Audit Team periodic status reports on recovery actions taken, and

¢ Recover overpayments in pension benefits, in accordance with Sections 1117 and
18 of SS8 Office Order No. 2022-067.

The other sudit observations together with the recommended courses of action which were
discussed by the Audit Team with the concerned Management officials and staff duning the
exit conference conducted on May 28, 2026, are discussed in detail in Part 11 of the repott

In a letter of even date, we requested the PCED of 58S to tike appropriste sctions on the
recommendations contained in the report and to inform this Commission of the actions taken
thereon within 60 davs from the date of receipt.



We scknowledge the support and cooperation that the Management extended to the Audn
Team, thus, facilitating the completion of the report

Very truly yours,
COMMISSION ON AUDIT

By:

‘w R TUIBEO

OIC-Dvirector 11
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EXECUTIVE SUMMARY

INTRODUCTION

The Social Securty System (5SS) is & government-owned and controlled corporation
established pursuant to Republic Act (RA) No. 1181, otherwise known as the Social Security Act
of 1854 Amendalory bills were introduced and finally implementad on Septembar 1, 1957
marking a significant milestone in the development of tha social security program. The 5SS
administers the Social Security and Employeas’ Compensation (EC) Programs for private sector
workers

To Turther strengthen the SS5, RA No. 8282, also known as the Social Securlty Act of 1997,
was signed into law on May 1, 1997 Under this Act the National Govermmenl assumes genaral
respansibifity for tha solvency of the S8S and guarantees that prescribed benefits for members
shall not be diminished. Section 18 of RA No, 8282 exempled the SSS and iis benafit paymenis
from all kinds of taxes, fees or charges, customs or impart duties. However, S55's axemption
on value-added fax has been repeaied effective January 1, 2018, pursuant o Section B6(q) of
RA Mo. 10863, ofherwise known as the Tax Reform for Accelemation and Inclusion (TRAIN) Law

On February 7, 2078, RA No. 11189 or the Social Socurity Act of 2018 was anacled to
ratiohalize and expand the powers and duties of the Social Security Commission (SSC) to
ensure the long-term viability of the 8585, repesaling for the purposs RA No, 1161, a=s amended
by RA No. B282

As al Decamber 31, 2025, S5S had a total mampberstip of 41 734 million. Services to members
are extended through S85's network of 280 local and 30 foreign offices. The SSS is directed
and controlled by the S5C. The general conduct of the oparations and managemeant functions s
vestod i the SE5 President and Chiel Executive Officer (PCEDQ), All members of the SSC.
Including the 555 PCEQ, are appointed by the President of the Philippines

The 585 maintains its principal office at East Avenue, Quazon City. 555 had a total parsannel
complement of 6,333, consisting of 2.089 personne| assigned lo Support Units and 4 244
personnel assigned to Branch Operations Sactor

The approved Corperate Operating Budget (COB) of 555 for CY 2025 amounted 1o P26 288
billion. Of the approved amount, P318 588 bllilon was utiized. Detalis follow

A pr:f:; cog Disbursements Balance
" {in Million Pesos) '

Personnal services 8,603 8.5 (888)
Maintenance and other operating
axpensas/Financial expenses 5,007 2,781 2,308
Capital outiay 8274 830 5444
_Benefits payment 306,314 305 444 870
Total 326,200 316,566 T.722




FINANCIAL HIGHLIGHTS (In Milllon Pesos)

| Compamtive Financial Position
2025 2024 Incraase
-, {As restated) {Decreass)
fissats 1,254,062 1.024 680 220,402
Liabilities 11,500,138 10,007 464 1.452 6874
Equity (10,246,076} (8,982 804) {1.263.272)
i} Comparative Resllts of Oparatons
2028 2024 Increass
= {As restated) (Decreasa)
Income 491,047 415,000 78,047
Expanses 346,587 325,476 2.1
Change in policy reserves 1,396,575 1,216,641 176,624
Net loas (1,252,115) (1.127.117) (124,888)
Other comprehensive iIncome 1,135 < G666 {1,531)
_Total comprehensive loss {1,250,980) (1,124 451) [126,529)

The significan! llabilty balances and resulling negative equity reporied in CYs 2025 and 2024
were pnmarily dua to the recognition of the Insurance Contract Liabiiity [ICL), representing the
presant value of future benelrls and expenses less the present value of future contributions
discounted using the appropriate risk-free discount rate in accordance with Philippine Financial
Reporting Standard (PFRS) 4, Insurance Contracts, which was adopted by the 58S in CY 2020

For CY 2025, aggregate income registered an increase of P78.047 billion, driven primarily by a
P50 588 billlon growth In members' contributions. This upward trend [n contribution revenue was
collectively genarated by the escalation of tha mandatory contribution rate from 14 per cent to
15 per cent. the upward medification of the Monthly Salary Credit (MSC) fioor and ceiling
threshalds from & range of P4.000-P30.000 in CY 2024 to P5,000 to P35,000 in CY 2025, and
a net increase of 248784 active paying members during the period. Furthermare, overall
income growth was augmented by a P18 185 blllion Increase in gains arising from changes in
the fair value of investment properties. which escaiated from P7.573 billion in CY 2024 to
P25 738 billion in CY 2025

Motwithstanding the growth in gross revenue. the S55 incurred net iosses of P1.251 tllion and
P1.124 trillion for CYs 2025 and 2024, respectively. This net deficit position was primartly driven
by the recognilion of ICL amounting to P1. 387 trillion in CY 2025 and P1.217 trillion in CY 2024
represeniing Ihe actuarial remeasurement of future benefit obligations. The primary component
of aggregate expendilures remained benefit payments. which increassd by P26.744 billion,
rising from P278.701 billion In CY 2024 to P305.444 billien in CY 2025 This upward vananos in
disbursements was due to higher benefit utilization rates and the implementation of the 553
Pension Reform Program. Pursuani to this reform, a phased adjustment of pension benefits was
enacied over a three-year period effective September 1, 2025, mandating 8 10 per cent annual
iIncrement i monthly pensions for refirement and disabllity beneficiaries, and a five per cent
annual increment far survivorship pensioners through CY 2027,




SCOPE OF AUDIT

Our audit coversd the examination, on a test basis, of the accounts and transactions of the SSS
for the pariod from January 1 1o December 31, 2025, in accordance with Inlemational Standards
of Suprema Audll Institulions fo enable us to express an opinion on the faimess of the
presantation of the financial siatemants as al and for the years ehded December 31 2025 and
2024 Algo, we conducted our audll to assess compliance with pertinent laws. rules and
regulations, as well as adherence to prescribed policies and proceduras.

AUDITOR'S DPINION

We rendered an unmodified opinion on the faimess of the presentation of the financial
statements of the 555 aa at and for the years ended December 31, 2025 and 2024, We also
included an Emphasis of Matter on the recognition and measurement of ICL pursuant to PFRS
4, Insurance Cordracts. The ICL s the sum of the present value of fulure benefits and
expenses, less the present value of future coniributions discounted al the appropriale risk-fres
discount rate, has a significant effect on the financial position of the 555 and involvas the
application of actuaral assumplions gnd estimates retating to future benefits, contributions,
expanses, demographic factors, and economic conditions. However, Management has n
reasonable expeciation that the 555 has adequate resources fo confinue s operational
enstence for the foresesable future. The financial statements also disclose the statutory
framework under RA No. 11189, otherwise known as the Social Security Act of 2018, under
which the Philippine Governmant guarantess thal the beriefits prescribed by law shall not be
diminished and assumes general responsibilty for the salvency of the System. Our opinion was
nol modified in respact of this mather

SIGNIFICANT AUDIT OBSERVATIONS AND RECOMMENDATIONS
The following observations requine the immediate attention of Management

1. Despita the adoption of SSC Resalution No. 553-5.2022 and International Social Sacurity
Association (I55A}-aligned frameworks, the S55 recorded a 245 per cent surge in
unmealized falr value through other comprehensive income (FVTOCI) equity losses
escalating from P11.600 bilion in CY 2021 to P38.884 bilion by Calandar Year (CY)
2025, atinbuted to a lack of formal stop-loss thresholds necessary to trigger comrsctive
actions and protect the Investment Resarve Fund (IRF)

We recommended and Management agreed, through the 58C, to:

3 Develop and formally adopt a comprehensive and enforceable investment risk
management framework for equity investments classified as FVTOCI
mncarporating clearly defined stop-loss thresholds, folerable ioss limils. escalation
inggers, and comesponding corrective actions o ensure timaly intervention on
significantly underperfarming investmants;

B Establish measurable quantitative and qualtative parameters for reassessment,
rebalancing, retention, or divestment of equity secunities, including criteria hased
on sustained unrealized losses, deteroration in ssuer fundamentals, concentration

nek, liguidity constraints, and prolopged deviation from risk-adiusted return
objectives,




c Require the Fund Management Group (FMG), Equity Investments Departmeni
(EID}, and Capital Markets Group to document and justify decisions to retain
imvesiments that have breached established loas thresholds, including the basis for
continued holding, recovery assumplions, expected investment horzon, and
approval by the appropnale gversight commities

d Strengthen the operational iImplementation of S5C Resolution No. 553-8.2022 and
|SSA-aligned investment govemance frameworks by ensuring that porifolio
optimization models, Sharpe Ratio fargets, and risk budget parameters are
tranalated into actionable controls and consisiently applied in aciual portfolio
management decisions;

¢ Require perodic portfolio stress testing, scenaro analysis, and downside risk
assessments covering significant markat, sactoral, and issusr-specific exposures,
with the results regulary reporfed to the Risk Management and Actuary Oversight
|, Committea (RMADC) and the SSC for appropriate action;

/ { Formulate and maintain a documented portfolio rebalancing and risk mitigation
alrategy for investments exhibiting prolonged adversa valuation trends, Including
procedures for feducing exposure, limiting concentration nsks, and resllocating
investments loward assets with stronger risk-adjusted return profiles,

g  Enhance investment monitering and reporting mechanisms by establishing periodic
exceplion reports idenlifying securities with significant cumulative unrealized
loss@s, recumng negative performance indicators, or breaches of approved risk
tolarance levels, logather with the corresponding managament actions undertaken,
and

h, Pencdically evaluate whether continusd exposiure 10 issuers exhibiting persisisnt
operalional, governance, leverage, or proftabllity issues remains consistent with
the prudantial investmenl principles of safely, yweld, liquidity, and extracrdinary
diigence prescnbed onder HA No 11188 and its Implementing Rules and
Regulations (IRR).

4  The 2024 Government Corparation Information Shest (GCIS) of the 555 discloses o 4.75
per cent equily intéres! In a domeslic gaming-sector emlerprise clasatfied within the
Casinos & Gammg Sector, Retaming this stake undermines principles of prudence and
ethical investing outhned in Section 26 of RA No. 11199, which governs the IRF, exposing
tha 555 to potential regulatory review and reputational risk

We recommended thal Manageman! adopl these measures o reinforce public trust
protect the integrty of the Socal Secunty Fund (SSF), and demonsirate leadership In
respansibie and compliant investment managament, through

The FMG, Investments Support Division, EID, coursed through Executive Vice President
(V). Investment Sector

i Conduct and document a comprehensive review of is squily holdings in the
investeea (o assess compliance with Saction 26 of RA No. 11180




b Formuiate a documenied strategy and action plan for addressing ns investment
exposure, specilying the proposed disposition or nisk-mitigation measures and the
cofresponding timelines, duly supporied by nsk-return assessments, fiduciary
obligations, markat conditions, and other relsvant considerations

Tha 555 Investiments Cvamsight Commuiias;

a Formutate and adopt an (nvestment policy that axplicitly excludes investmants in tha
gambling sectar, InCorparating stringant morihanng mechamsms, and

b lssue & formal restricted sactors policy and implement systematic, penodic
compliance reviews (o uphald investmant intagrity

The 565's engagemeant of external fund managers (EMF) for Investmen! Managemant
Agreements (IMAs) and Contract Agreements (CAs) totaling PB.SD0 bilion was
charmcterized by significant deficiencies in contracting authonty, misclessification of
BErvices, and investmen! siralegy concems, contrary to 555 Office Order (O0) Mo, 2022-

026-b and Sections 2 and 3 of tha IRA of A No. 11188
We recommanded thal Managemeant

a  Sirengthen complianca with governance and approval protocals by ensunng thal all
invesiment-relaled contraclts are executed In amccordance with the authonzed
signatory matrs, clarified delegation policies, and supported by appropriate legal
and complignce cerificalions pror io execulion;

b. Standardizé and amend the fsrms and condiions of the contract for ewxtemally
managed mvestments by adophng unitorm IMAs and ensunng consistency betweean
procurement processes and fiduciary requirements,

€. Reassess the nacessity and prudence of outsourcing investmen| managemant
functions, particularly for pure fed-income mandates, lhrough comprehensive

cost-benefit analysis and penodic value-tor-money and perdformance evaluabons
and

d Enhance investment govemance and oversight mechanisms by requinng explici
S5C approval of oulsourcing strategies. documenied rsk assessmenls. and
strengthened performance reporting to ensure that invastment decisions promote
the long-term sustainability and best financial interests of tha SSF.

A lotal of 24 558 IPs with a fair market value (FMV) of P98 754 billion were observed (o
be either underutiized, |dle, or in deteriorated condition, contrary to Section 2 of RA No
11189, aiso known as Social Security Act of 2018, and Section 2 of PD No. 1445,
resufting in missed revenus opportunities. suboptimal redurns on investment, and assel
impairmant

We recommended that Management:

B Formulate and implement ciear actioh or disposition plan for vacani or
underutilized properties lo maumize the potential value of these assets and avoid
further deterioration;




b

Conduct a comprehensive reconcifiation between Real and Other Properties
Acquired and Acquired Assets Department (ROPAAALD), Investments Accounting
Department (IAD), and Investment Property Department (1PL) records io rasolve
Inventory and ciassification discrepancies; and

Expedite the resclution of legal disputes and Comprehensive Agranan Reform
Program (CARP) claims 10 ensure that the S55 receives jusi compensation and
clear tiles

5. The sffectivenass and adeguacy aof the exisling mechanisms o manitor pension paymenta
wate renderad deficient by the overpayment of metirement benefits to deceased
pensioners amounting to P480.208 milllon and P453 583 million for CYs 2025 and 2024
respectively, contrary to Rule 21 of the IRR of RA No. 11188, 555 OO Nos 2022-067T and
2023-055 and S8S Chrcular No. 2023-013, thersby resulfing n significant financial
prejudice to thes SSF

We recommended that Managemean

Strengthen internal controls o safeguord 555 resources ageinst overpayments of
retirement pensions by enhancing coordination among Accounting, Benefits
Administration. Pension Administration, and [T units to ensure timely sharing of
information affecting benefit aligibiiity, particularly death related transactions,

Reassess the policy limiting Annual Confirmation of Pensioners (ACOF) Program
compliance to pensioners aged 80 years and above, and consider implemeanting
mandatory annual ACOP compliance for all pensionars, regardless of age of place
of reaidenca

Conduct periodic updates of the mortality rate assumptions through an updated
actuarial study, 1o ensure that the age threshold for ACOP coverage remans
appropriate, accurale, ahd responsivi lo emarging lrenas in ffe espsctancy and
pensioner demographics;

Prepare regular aging schedules of overpaid pension benefits and submit lo the
Audit Team pariodic stalus reports on recovery actions taken, and

Recover overpayments in pension benefits, in accordance with Sections 117 and
1|8 of SS5 OO0 No. 2022-087

The other audil obsarvations logether with the recommendations are discussed in Parl Il of this

Reporn.

SUMMARY STATUS OF SUSPENSIONS, DISALLOWANCES AND CHARGES

As at December 31, 2025, the balance of audit disallowances amounted to PB43.511 milllon
Conversaly, thers were no remaining outstanding balances for audi suspensions and charges
at the close of the calendar yaar, as all prior suspensions were compietely saftied A breakdown
of the lssuances, settlements. and batances of these accounts is as follows

Wl




Beginning balance Ending balance

Description lanuary 1, 2025  'ssued  Settlements o er 31, 2025
Suspensions 18,884 063 0 1B.BG4 063 0
Disallorwonces

Main office 541081488 8521678 282271 547 680,440

Branch offices 395 B30,608 D 0 395,830,698

Total Disallowances 937 812,186 B 521675 2822723 843,511,138

STATUS OF IMPLEMENTATION OF PRIOR YEARS® AUDIT RECOMMENDATIONS

Cut of the TO audit recommendations embodied |n the CY 2024 Annual Avdll Reperl, 21 were
implemeantad, 44 were nol implemeantad, and five wara closed Of the 44 recommendations thal
were not Implemented, wo were issued with Notice of Disallowance, whils 10 recommendations
are reflerated in Part || of thia Report

Wl
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LIST OF ACRONYMS

ACOP
AFS
AGDB
AMaS
ANID
AMG
AMSC
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Coniract Agresmant

Collecting Agents

Comprehensive Agrartan Reform Program
Current Account’Savings Account
Coliecting Banks

Cooperative Developrmuen Authordty
Chief Executive Oifficer

Corporale Executive Officar
Consolidatad Financial Statements
Cash in Bank

Construction in Progress




LIST OF ACRONYMS

CL
CLI
CLSD
CMD
co
COA
co8
cobi
COL
COVID-18
CPCS
CPG
CPPD
CPSE
CSsC
CsM
cY
DAC
DAR
DBEM
DBO
DaP
oCC
Dco
DCF
DCMS
DCS
DDR
DEA
DEPDav
Do
DEC
DOF
ooJ
DOLE
DPD
oV

[
EALP
eBudgel
EC
ECC
ECL

Chreular Lefter

Cradit Life Insurdnce

Corporata Legal Services Division

Cash Management Department
Collecting Officer

Commission on Audi

Lorporata Operating Budgst

Commitiea an Decorum and Investigation
Contract of Lease

Corona Virus Disease 2019
Compensation and Position Classification Systam
Cantral Processing Group

Caorporala Policy and Planning Departrmant
Commercial Public Sector Entify

Civil Sarvice Commission

Contractual Service Margin

Calendar Year

Deferred Acquisition Cost

Department of Agranan Reform
Department of Budget and Managemaont
Defined Banafit Obligation

Development Bank ol the Philippines

Cay Care Center

Documentation Conveyancing Departrmant
Discounted Cash Flow

Dishonored Checks Monitoring Systam
Doed of Conditional Snia

Death, Disability and Ratirermant
Delinguent Emplayer Account
Department of Economy, Planning, and Daveloprman
Dinburning Oficer

Date ol Contingancy

Department of Finance

Department of Justice

Uepartment of Labor and Employment
Days Past Dus

Disbursament Voucher

Electronic Collection Systam

Educational Assistance Loan Program
Electronic Budged

Employeass’ Compensation

Employeas’ Compensation Commission
Expecied Credil Loss




LIST OF ACRONYMS

ECP
EDInet
EDxO

EFMD
EHLP
EiD
EIR
ELFM
eLMS
EMF
eMNGAS
EQ
EPCS
ER
ERM
ESD
FA
FAS
FRAF
FCA
FEl
FHT
FHT
FIF
FMG
Fiiy
FOSSD
FOREX
FFE
FS

FVYTOC|
FVTPL

GAA
GAD
GAD
GADSF
GADSP
GCG
GCIS
GEWE

Employees’ Compansation Program
Elsctronic Diata Interchangs Network
Empiloyer Delnquency Monitoring Departrmsent
Empioype

Enginesnng Faciliies Management Department
Employee Housing Loan Program

Eguity Imvestments Departmisnl

Effective Intorest Rate

External Local Fund Managesr

Enhanced Loan Management System
Extarnally Managed Fund

Elsctronic Nafional Govemmsnl Accounting Sysiam
Executive Onder

E-Payment Collaction Sysiem

Employer

Enterprise Risk Managament

Employes Services Depariment

Financial Assets

Financial Accounting System

Fidality Bond Application Form

Financal Centar Araa

Fire gnd Earthguake Insurance

Fund for Health Transactions

Funds Hald in Trust

Firg Insurance Fremium

Fund Management Group

Falr Markst Valus

Formgn Operations Supporl Sarvices Departrmeni
Foresgn Exchange

Fact of Pansionears’ Exsisnce

Financial Statomanis

Far Value

Fair Value through Other Comprehensive Incomea
Fair Value through Profil or Loss

Fiscal Yoor

General Approprisbons Act

Genaral Accountng Departrment

Gendor and Developrnant

GAD Strotegic Framowark

GAD Siratagic Plan

Govamance Commission for GOCCs
Governmean! Corporation Information Shesd
Gandar Equality and Womean Empowormen




LIST OF ACRONYMS

GFA
GF
GFPS
Gl
GL
GMEF
GMMS
GOCC
GPE
GR
GS
GSED
G515
HAAMD
HAAs
HCD
HOMF
HFT
HGC
HGDG
HR
HRSD

(ASE
IBNR
ICL
IMAs
2

P

(o w)
IP=s
IRF
IRR
ISD
ISSA
ISSAls
MRMD
JMC
JOW
KRI

LAMG
LBP

Govermmen! Fares Agreamant

Govemmant Financial Instituton

GAD Focal Poinl Syslem

Govemnment Insurance [nstitudion

Ganeral Ladger

Gonder Mainstreaming Evaluation Framework
Gaender Mainstrasmeng Monitoring System
Government-Ownad and Controlied Corporation
GAD Plan mnd Budget

Genornl Register

Government Secunties

Government Sequrilies Eligible Dealer
Govammeni Sarvice Insurance Systam
Housing and Acquired Assets Management Departrmant
Housing Acquired Assats

Health Care Departmant

Home Development Mutual Fund

Hakd for Trading

Home Guaranty Corporation

Harmonized Gender and Development Guldslines
Housshold Employer

Hurman Resource Sarvices Division
Invesiments Accounting Department
International Accounting Standerds Board
Incurred Benefits but not yel Reporied
Insuranca Contract Liability

Investmant Management Agresmeants
Imeastmeant Oficer

Instaliment Pan

Investmant Property Departmant

Investment Proparties

Investment Reservie Fund

Implemanting Rules and Reguiations
Information Systems Degartmer

Internabional Social Security Association
Intemational Standards of Supreme Audil Instilutions
IT Resource Managemant Depardment

Joint Memorandum Circular

Job Order Worker

Koy Risk Indicaior

Large Account Division

Loans and Assets Managemeant Group
lLand Bank of the Phillppines




LIST OF ACRONYMS

LCLs

Lon
LEG
LECs

LGU
LMBDD
MEE
MADE
ME
MCC
KaD
MEA
ML
MLC
MLD

MOOE
MOP

MEI

MS
MSC
MSSD
NCAMFS
NCEA
NGO
NCR
ND
NEB
NEDA
NFHP
NG
MHMFC
NIRC
NS
NSS0C
NTFS
NTP
NVPF
KW
ocCl

Loan Colleciion Lisis

Litigaticn Departmsant

Leaming and Developmen! Departmant

Legal and Enforcement Group

Legal Enforcemani Officers

Local Fund Managors

Local Governmant Lini

Licuidity Managemant and Bank Deposits Degartment
Monitoring and Evaluation

Member Assistance lor Developmant Entrepreneurship
Memorandum Ciroular

Modified Compatitive Challenge

Margin for Adverse Deviation

Morigagors' Insurance Account

Member Loans

Member Loan Collections

Member Loans Departmeant

Momormndum ol Agresman|

Mainignance and Other Oparating Expense
Manual of Procedures

Mandatory Providen| Fund

Mortgage Redamplion nsurahce

Markstable Secunties

Monthly Salary Cradit

Managoment Support Services Department
Non-Current Assals Held for Sale
Mon-Compliant Employer Account

National Collecting Officer

National Capital Region

MNolice of Disallowance

MNat Ending Batance

National Economic and Development Authaority
North Fairview Housing Project

MNabonal Governmeni

National Home Morigage Finance Corporation
Matioral Internal Revenue Code

MNatice of Susponsion

MNatice of S=sttlerment of SuspensionDisallowance/Charge
Moles o Financial Statement

Metices to Procesd

Neow Voluntary Provident Fund

Mabonal Women's Manih

Other Comprahensive Income




LIST OF ACRONYMS

DCL

OE
OFW
OFWMD
OGCC
OLD
OLSD
00

op
DP-MLC
QFACL
CORADHRA
osD
Q8G
QOSHC
0sJ
OT1C

pa

PAD
PAF
FAS

PB

PBvV

PC
PCEO
PCW
FD

PDC

FE
PESD
PFI
PFRS
PFSRSC
PGLC
PhllHealth
PLA

PIB
PIDS

PL

PLB
PLIL
PLP
PMD

Dminibus Credit Line

Officars and Employees

Overseas Filiping Worker

Overseas Filipino Workers Management Department
Dffice of the Govemment Corporate Counsel
Operalions Legal Departmen

Operations Legal Services Dhviskon

Ciifice Ordst

Office of the Prosident

Other Payables — Mamber Loan Collections
Overpayments Applied to Curmant Loans
Cimnibus Rules on Appomiments and Other Ruman Resouice Actions
Office Sorviced Departmant

Office of the Sallicior General

Clooupational Safety and Health Center
OMfice of the Secratary of Justice

Ovwer The Counter

Fer Anpum

Pension Administration Department
Programa, Activities, and Projects

Phillppine Accounting Standands

Penslon Boosisr

Price-to-Book Valus

Processing Center

Prasident and Chiel Executive CHficer
Philipmne Commiasion an Women
Presidential Decres

Poat-Dated Checks

Property and Equipment

Personal Equity and Savings Opbon
Participating Financial Institution

Fhillppine Financial Reporting Standards Accounting Standards
Phillppine Financial and Sustainabiiity Reporiing Stenderds Councll
Phillppme Guaraniee Corporation

Phillppine Hesalth Insurance Corporation
Privacy Impact Assessment

Productvity Incantlve Bonus

Phillpping Irstite for Dovelopment Studios
Penaion Loan

Pension Loan Borrower

Pension Loan Individual Ladger

Penson Loan Program

Procurement Management Division




LIST OF ACRONYMS

PO
POGO
PPE
PPMD
PRA
PRAISE
PRFs
PRN
PRP

PS

PE-PHIGEPS

PSA
PSE
PSE
FTC
PUCM

RIA
RIRR
RL
RMAOC
RMD
RO
ROPA
ROPAAAD
rROU
RPCI
RPT

RR
RASA
RTC
RTPL

Prosecutor's Office

Philippne Offshore Gaming Oparatars

Proparty, Planl and Equipment

Procurament Planning and Management Departrment
Philippine Rectamation Aulharity

Program on Awards and Incenfives for Service Excellence
Paymanl Retum Forms

Paymen Roferance Nuimber

Pension Reform Program

Personnel Services

Procurement Sarvica — Phillppine Govemment Electronic
Procuremant Sysiem

Philippine Statistics Authority

Phillppine Slock Exchange

Philippine Stock Exchangs Index

Processing Tme Cormmitrmants

Projected Unit Credil Mathod

Fresaent Value

Present value of S55's defined benefil cbligations
Republc Act

Run Aftar Contribution Eveders

Reprasantafion Allowance and Transporiation Allowance
Rasponsibdity Center

Risk and Conlrol Seff-Assessmant

Retirement, Death, Funeral and Benefits Administration Departmant
Real Estate Loan

Raserva Fund

Revolving Fund

Retirement Incontive Award

Revised Implemeniing Rules and Regulations
Restructured Loan

Risk Management and Actuary Oversighl Committoo
Risk Mansgemant Division

Returm on Invesimaent

Real and Other Properties Acguired

Heal and Other Properties Acquired and Acquirad Assats Department
Righl-of-LUza

Report on the Physical Coint of Invenioriss

Real Property Tax

Revenus Regulation

Rules ahd Regulation on Settlement of Accounts
Regional Trial Court

Real-Time Processing of Loan




LIST OF ACRONYMS

SAP
SBL
SBL
S8R
sSBWS
SCE
SCI
SCO
SCR
sDO
SOR
S0OTsD
SE
SEC
SECSM
SFP
S0
SiF
-
SLs
SOA
S04
SPP
S5
SSC
550
SS5F
588
TBG
THVFS
L
TCT

TOR
TRAIN
R
TRO
TUM
UAT
Uig
UHLP
LPR
URR

System Applications and Products
Single Borrower's Limit

Social Benefil Liabikty

Special Bank Receipt

small Businass Wage Subsidy
atatement of Changes in Equity
Stoteman of Comprahanaive Incoma
Special Collecting Officer

Sales Contract Hecelvable

Special Disbursing Officer

Systam Developmant Rogues)
atrategic Decislon and Techmcal Support Deparment
Sell-Employed

Securities and Exchange Commission
Salary, Educational, Culamity, and Saparaiad Member
Statement of Financial Position
Special Investigation Departmeant
Siala Insurance Fund

Salary Loan

=S idaTy Ledgers

Statement of Account

Sacretary of Justice

Solely Payments of Principal and Interes
Social Securty

Social Secunty Commission

Special Savings Deposit

Social Secunty Fund

S0ocial Security Systam

Trust Banking Group

Tangible Book Velue Par Share
Traasury Clrcular

Tranafer Carilicala of Titke

Time Deposit

Temmis of Relefentce

Tax Reform for Accelerstion and Inclusion
Transaction Refarence

Temporary Restraining Order

Trade Union Mamber

User Acceplance Tesling
Lnempleymant Insurance Berwoedi
Unified Homea Loan Progrsm
Unearned Pramium Resernve
Unexpired Risk Reserve




LIST OF ACRONYMS

VAT
VAIWC
VM
vP
VSD
WOLG
WINS
wiaP

Vialue-Added Tan
Andi-Violence Agminst YWomen
Voluntary Member

Vice Prosident

Valusion Sorvices Departrment

Warrant of Distraint, Levy, andior Gamishman
Wl Inquiry Mabhwork System

Workers™ Investmeant and Savings Program
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REFITELIC OF THE FHILITTTNES

COMMISSION ON AUDIT

Conparmormapalilh A vemie Oacenm Clry

INDEPENDENT AUDITOR'S REPORT

The SOCIAL SECURITY COMMISSION
Social Security Systam
East Avenue, Diliman, Quezon City

Report on the Audit of the Financial Statements

Chnimion

We have audited the financial statements of Social Security Systam (S85), which
comprisa tha stalemanta of financial pesition as al December 31, 2025 and 2024, and the
statements of comprahensive income, statements of changes in equity and statements of
cash flows for the years then ended, and noles to the financial statements, including
material accounting policy informathon

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the SSS as al December 31, 2025 and 2024, and s
financial perfermance and It cash flows for the years then ended in accordance with
Philippine Financial Reparting Standards [PFRS) Accounting Standards

Hasis for Opinian

We conducted our audits in accordance with Interational Standards of Supreme Audit
Institutions (I15SAls). Our responsibiiities under those standards are further describad In
the Audifors Responsibiites for the Audt of the Fimancial Statements section aof our
report. We are independent of the S85 In accordance with the Code of Conduct and
Ethical Standards for Commission on Audit Oficials and Employees [Coda of Ethics)
logsther with the ethical requirements thal are relevant to our audlt of the financial
statements in tha Philippines, and we have fulfilled our other ethical responsibliities in
accordance with these requirements and the Code of Ethics We believe that the audit
evidence we have oblained is sufficient and appropriate to provide 8 basis for our opinion

Ermphasis of Mafter

We draw attention to Notes 21 and 231 of the financial statements, which describe the
recognition and measuremeant of the Insurance Contract Liability (ICL) pursuant to PFRS
4, Insurance Contracts. The |CL represents the presant value of future bensfits and
expenses [eas the present value of fulure contributions. discounted Using appraphate rek-
free discount rate. As disclosed in the notes, the recognition of the ICL has & sighificant
affect on the financial position of the S55 and invaolves the application of actuarial
assumptions and estimates relating lo fulure bensfits, contributions, EXpONLES
demographic factors, and economic conditions, However, Management has & reasonable
expaciation thal the S55 has adequate resources to continue its operational existence for
the foreseeable future The financial statements also disciose the statutory framewnrk




under Republic Act No. 11198, otherwiss known as the Socal Securty Act of 2018, under
which the Philippine Government guarantess thal the benefits prescribed by law shall not
be diminished and assumes genaral responsibility for the salvency of the Sysiem

Our opinion is not modified in respact of this matter,
Cither Inforrmalion

Managemant is responsible for the other mformation. The other information comprisas the
Information (o be included in the Annual Report for the year ended December 31, 2025,
but does not include the financial statements and our audilor's report thersan. The Annual
Hepar s axpecied 1o be made available to us after the date of this auditor's report

Cwur opinion on the financial statements does not caver the other information and we will
not axprass any form of assurance canclusion thereon,

In eonnection with our audit of the financial stalements. our responsibility is to read the
othar infarmation |dentified above when it becomes avaliable and, in doing so. consider
whether the other information is matarially mconsistant with tha financial statements or our
knowledge obiained in the audil, or otherwisa appears to be materially misstated

When we read the Annual Report, if we conclude that there i3 & material mizstalement
therain, we are required fo communicata the mattar (o those chargad with govemance and
lake appropnale achon N accordance with the applicabls ISSAls

Responsibiiies of Management and Those Charged with Govermance for (he Financial
Statements

Management s responsible for the preparabon and fair presentation of the financial
statements In accordance with PFRS Accounting Standards, and for such Internal control
as Managemeant datermines is necassary to enable the preparation of financial statemants
ihat are free from material misstatement, whether due to fraud or erros

In preparing the financial statements, Managemen! Is responsible lor assessing the 5558's
abjiity to continue as a going concarn, disclosing, as applicable, matters related 1o going
concem and using the going concem basis of accounting unless Management either
intends o liquidate the SS5 or to cease cperations, or has no realistic alemative bult to
do so

Those charged with governance are responsible for oversesing tha S555's financial
reporting process

Auititor's Responsibilities for the Audit of the Fmancial Statoments

Our objectives are to obtain reasonable assurance about whather the financial stalements
as a whole are free from material misstatement, whether due to fraud or &rror. and 1o issue
an audnor's repart that includes our opinion. Reasonable assurance is a high level of
assurance bul s not @ guarantss that an audlt conducted n accordance with ISSAls will
always detect n material misstatement when it axists Misstatements can arlse from fraud
or emor and are considered matanal i, individually or in the aggregate, they colld




reasonably be expeciad to influence the economic decisions af users taken on the basls
of theae financial statements.

As part of an audit in accordance with |SSAls, we exerciss professional judgment and
maintain professional skepticiam throughout the audlt. We also

« |aentify and assass the risks of maleral missiatement of the financial siatemanis,
whethar due 1o fraud or error, design and perform audit procedures responsive o
those risks, and obtain audit evidence that is sufficient and appropriate 1o provide a
bianis for our oplnion. The risk of not detecting & material misstatemeant resulting from
fraud is higher than for one resuiting from error, as fraud may invalve collusion, forgery,
intentional omissions, misrepresentations, of the overrde of intemal control

« Dolain an understanding of internal control relevant (o the audit in order 1o design audit
procedures thal are appropriate in the circumstances. bul not for the purpose of
exprassing an apinion on the effectivenass of the 555 internal control:

+ Evalusie Ihe appropriataness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Managemant:

= Conclude on the appropriateness of Management's use of the going concern basis of
accounting and, based on the audt evidence abtained, whether a material uncertainty
exsis related to evenls or conditions thal may cast significant doubt on the 555's
ablity to continue as a going concam. I we conclude that a material uncartainty exists.
we are requlred to draw attention in our audiior's report lo the related disclosures in
the financial statements or, if such disclosures are inadequats, 1o modify our opinion
Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the S35 (o cease o
continue as & gomg concem; and

« Evaluate the overall presantation. structure and content of the financial statements
including the disclosures, and whather the financial statements represeni the
underlying transactions and evenlts in a mannar thal achisves fair presentation,

We communicate with those charged with governance regarding, among othar 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

We also provide thoss charged with governance with a stalement that we have complied
with relevan! ethical requirements regarding independence, and 1o communicate with
them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards

Report on Other Legal and Regulatory Requirements

Qur audits were conducted for the purpose of forming an opinion on the basic financial
slalaments taken as a whole. The supplementary information in Note 40 to the financial
stalements is prasented for the purpose of filing with the Bureau of Intermal Revenue and
i= not a reguired part of the basic financial statemants. Such supplementary information is
ihe responsibility of Management of 855 and has bean subjected to auditing procedures
appliad in the audit of the basic financial statemants  In our opinion, the suppiementary




micrmation is faily steted, in all matenal respects in relahen to the basic Nnancial
Elatements laken as 3 whaols

COMMISSION ON AUDIT

ABEZAIL Y. PADILLA
srviging Audifor




STATEMEMT OF MAMAGEMEMT™S BESPOIMSIBILITY
FOR FINANCIAL STATEMENTS

II'E‘ Hnﬂnnu"mn‘l af tiha :lsllll:lﬂl Sty Er'j‘!"”! 8 responalble for the pregarntinn amnd i
presamtaton of ihe financial satemaniy Inciuding the schedules sttachad thecain. for thea YR
ended Uocdmber 31, 2025 and Decembar 31, 2024 n scoordance with the prescribad finencia
reporung framawan indicaed therin, and for such imermal control an managamant datarmine
5 necesnary 1o aneble the preparation of financhl sistsments that amo free from matana
masntaterment, whethar dus o frald o arro

ih prapanng the Enancinl stetemants, Masagemont B responsibie foi AERASAIRE e Socisl Sacuriby
Byatem’s ability to continue as a ining cancern, dsclosing. as applicabils, matters relstad 1o goiri
cencern alhd usifg tha gning concarn bash of accourting unlgas menagerment alifwr intsndds o
licjulidate the Socisl Security System of to cease oprrationa, or has ng realistic sltemative to do B6

The Socisl Secutity Comminsion m responsible for oversoping the Socisl Sscuimty Systems
finmncial reportmg procan

The Socinl Sacurity Commission reviews and spproves the financisl statements, nel scldig T
sonedilas artachad therein, pnd subimits the aame 10 the stochnlders o rrsmibErs

The Commission on Awdly, through its suthormng representative, has ssamined tha financisl
stotemients of the Social Securtty System pumuant to Saction 2. Articla XD of the Phdippng
Constiution and Soction 28 of the Presidentinl Decree Mo. 1445, othariss known a9 ths
Government Auditing Code of the PhElpptnes. The sudit wis conductad in acoordanee witl
Infernaticnal Swandards of Suprame Audit Inafitutions and the suditor, n is rept o tha
stakeholders, has expressad e opinion on the famess of presantation upon samalatian ol sueh
Blidit
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SOCIAL SECURITY YSTEM

STATEMENTS OF COMPREHENSIVE INCOME
For the Years Ended Decprnber 31 J025 and 2024
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SOCIAL SECURITY SYSTEM
NOTES TO FINANCIAL STATEMENTS
{AN amounts i Phiippine Peso)

1. GENERAL INFORMATION

The Social Secunty System (555). or Sysiem s an independent and accounimble
government-owned dnd controlled carporation (GOCC) that adminisiers social security
protection to Filipine workers, both local and oversesas and their bensficlanes. Soclal
sscurity provides replacement income for workens {acing contingencies such as sickness,
matarnity, disatality, unemploymant, old age, or death

To insifutionalize thee mandate, the Systemn was officially established on Saptember 1,
1857, lollowing the implementation of Republic Act (RA) No. 1161, or the "Social Security
(55) Act of 1954 " Since it incaplion, the coverage and henefiis provided by the 555
have been sleadly expandead through the anactmant aof various aws. On May 1, 1667, RA
No. B282, otharwise known as the "S55 Actof 1957, was enacted io further strengthen the
885, Under this Act, the govermnment accepts general responsbility for the solvency of the
£55 and guarantees fhat proscnbed benefits shall not be dimimshed. Furthermaore,
Secton 16 of BA No. 1161, as amended by RA No, 8282, reinforces this (mancisl securty
by mxempting the SS5 and all is bensfit payments from all forms of taxes, tees, snd duties.

On February 7, 20189, RA No. 11188 (Ine 55 Act of 20187) was enactad, repaaimg FA
Mo. 1161, a8 amendad by RA No, 8282 This law millonalized and expanded the powers
of the Social Sacurity Commission (SSC) lo ensura the long-term viabllity of the S85
Among fts landmark provisions are the country’'s first-ever unemployment bersfils,
mandalory coverage lor Oversaas, Filipino Workers (OFWSs), the establishment of a
member-axciusée Provideni Fund, the condonation of penaliocs on  dislingusn
contribullons, and leglslated adjustments (0 mombership premiums and monthly salary
credits. To create a mone responsive system, the 5535 davelops programs amphaséang
the core value of "work, save, Invest and prosper.” Linder this framework, the instiiution
ensures tha maximurm profitability of its mvestible funds Shrough managemant excallance,
sound cormporale pobces, and Intsmationally recogmnzed besl practices

Pursuant to Sections 8 1o 11 of RA No, 11199, coverage in the SS5 shall be compulsary
upon all privata empioyess including domaesiic workar not over 60 yaars of nge and their
employers, sall .employed persons, regardless of trade, business of occupation and saa-
basad and land-based OFWs, Compulsory covarnga af the amployer shall taks effecton
the first day of employer's operation and that of the employee on the day of the smployee 5
employment, while coverage of self-employed person shall lake effeci upon reglstraton
with the S55. Conversely, coverage is voluntary for non-working spouses of 585
mambers, as wel a3 Fiipina permanent migrants, immigrants, and naturallzed cilizens of
host countries, Separatesd amployess and former OFWs may likewise continue paying
contributions voluntardly to maintain their fghts 1o full banefits.

Under Saction 26-B of RA No. 11188, the S55, as part of s investment operations, acts
as nsurer of all or part of ds interest on 555 propariies morigaged 1o the 555, or bves o
morigagors whose properties are morigaged o tha 555, For this purposs, a separata
account known ns the “Morigasgors’ Insurance Account” was astabished whesain all
gmounts recelved by the S55 in connaction with the aloresald insurmnce opermtions are
placed,
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Under Section 4 of RA Mo, B282. voluntary provident funds known a3 the Flexi-Fund ang
ihe Persanal Equity end Savings Option (PES0O) Fund were esinblished and spproved in
Saptamber 2001 and June 2011, respectively. Flexi-Fund membership s volunteny for
OFW members with at sast P16,000 monthly samings coversd under the axisting
proaram orf new entrant with the requiremant of inltial contribubons 1o the 555 program
Tha PESQ Fund is olfered exclusively o 385 members in addition 1o the regular 555
Program. it aims to provide 555 members with the opporiunty 1o recesve additional
benefits in thelr capacity to coniribide more. Each mambsr of the PESD Fund shall be
allowed a maximum contribution of P500,000 per annum and @ mnimum of P1,000 par
contribution. Thess two funds shall ceasa upon implementation of the now provident funa
provided under Section 4 of RA No, 11188 but pending for tha formal transition rules and
plicalines,

Under Section 4 ol RA No. 11194, a Provident Fund lor the members which will consist of
contributions of employers and amployees, sall-smpioyed, OFW and voluntary meambams
shall be establshad based on: (i) the S55 contribution rats in excess ol 12 per cont, or
{ii} monthly salary credil in excess of P20,000 up to the prescribed maximum monthly
salary credil and their samings, for the paymenl of benefits 1o such members or thesr
beneliciaries In additien to the benafits provided for under the said law. A membar may
contribule voluntarily in excess of (he prescribed S5S coniribution rate andior the
maximum monihly salary credit. subject to such rules and reguistions as the SoSU may
promulgate. The rate of contributions and the minimum and maamuom maonthly salary
credits shall be in accordance with the schedule defined under Saction 4.8.9 of the law
Tha rate of penalty on unpaid loan amortizations shall be determined and ficed by the SSC
from lme (o lUme through rules and regulations based on applicable actuarial studies, rate
of panafits, inflation, and othar relevant sociceconomic data

The S55, in pursuit of its mandain undar RA No. 11189, to promote social justice through
savings and advance the vake of "work, save, mvest and prosper” and through SSC
Raesolution No. 458-s. 2020 daied Septamber 9, 2020, approved the implamentation of
the Mandalory Provident Fund (MPF) Program lor s members effective Januory 1, 2021,
The program, known as the Workers' investiment and Savings Program (WISP), consists
of contrbutions of employers and emplovess, sall-employed, OFW and voluntary
membars, basad on monthly salary credil (MSC) in excess of 20,000 up io the prescribed
maxzimum MSC, and thelr eamngs. The program aims (o provide S55 membars with a
convanient and tax-fres savings schame for paymant of benefits to such members or thair
beneficiaries In addition to the benelits provided under RA No. 11199,

Pursuant tn SSC Resolution Nos. 208-s. 2022 and 513-5. 2022 dated Aprll 8, 2022 and
August 3, 2022 respectively, approving the implementation of the New Voluntary
Provident Fund (NVPF) Program for SS55 members, known as the Workers' Investiment
and Savings Program Plus or “WISP Plus”™, panlicipation is open lo sl 5535 regstrants and
SSS membaers with no final benefit clam, regardiess of amount of declared monthly
earnings and last posted MSC, subject further to the spplicable pobcies under the Ragular
S858 Program. The program aims fo encourage 535 members fo participata m an
affordable. Nexible, conveniant, and tax-fres savings scheme,

Under PD No, 626, as amendead, tha SSS adminiuters the private-sector component of the
State Insurance Fund (SIF), which provides funding support for the Employees
Compensation Program (ECP), The ECP dallvers a package of benefils 1o employees and

11




their dependents for work-connected cont ngencies such as sickness, inury, disability, or
daath

The SIF is genersted from compulsory ¢ mployer contnbutions. The S5 collects and
manages the fund generalad from private-s <lor employers and their smployess. Effecie
March 6, 2018, pursuant to Employees Compensation Comimission (ECC) Board
Resalution No, 19-03-05, coverage was ¢ cpanded 1o include sell-amployed complasory
members of tha S55.

Pollcy coardination, guidance, and quasi-juuicial implementation of the ECP are vested m
the ECC, a separats government corporetion aftached to the Department of Labor and
Employment {DOLE), Accordingly, the financial operations of the ECC as a corporate
entity are not consolidated harein; only the financial position, performance, and cash flows
of the private-sector SIF administered by the SS5 sre combined into these financinl
siatements.

The summary of tha financial position and financil performance of the funds as at and lor
the year ended December 31, 2025, are as follows. All inter-fund accounts have boen
aliminated to arrve at the combdned lotals.

s55 EC-SIF Total
Total Aswats 1,104 885 117 480 S.080947304 1 754 D62 264,652
Lishiltfios P04 01 145 A BUOBEDAT 224 41.600.138.087.040

Resisree Fust™ IEquity
Total Labiiithes whd Eguity
sl [Iuiance Contrect Ly (501

10, 246,075,838 348 0 {10246 075 B8 348
1,194 908 31T 480 5O,00E847 334 1354083 354,652

555" EC-SIF Total
incomm 482 BRL 340 654 B 483051308 A0 a7 00000
Erpenses }IEEE J1G413 2021 AR5 A8 J48 58T (1A FT4d
Tial income Dalore changas i polcy
resro 138,800,018,241 5560387 ATT 1id 460 FTT T1E
ﬁm in policy rEESrVES 1383008 30 A8 3364 RA0ARR | JLETSITHI6Z
a1 incoen ey i ) ATTRT Changes m pEobcy
FENErYES (1264 40 ATAAEY) 2207 578008 (1.3%3114 600444)
Oihisr  comprehenslvs incomaiioes] for
e yEat 1,307 8031827  [(1TETOH52Z) 1,134 Ba8 40%
Tkl Emtwl IncomelilLoss) (1,253 086 734 53%) ;.ij 18 723807 [V Eﬂalﬂ.ﬂﬁglﬂ

ShE LT Fiel SR, PESO Fued, Moripegers' mursmce Accomi, WIS P e WisS Plar Flaed

The principal office of the SSS is located al East Avenue, Dikman, Quezon City. It his 166
local branches and 124 service and representallve offices in varous cities and
municipalities across the country, as well as 30 foreign branch offices: mine in Asia and
the Pacific, lour in Europs, 11 in the Middls East, and six In North America.

Tha financial statements of S55 as at December 31, 2025 woere approved and authorized
for lssue on May 28, 2026, bul the mambers of the Board of Commissionars were able o
convens only on June 3, 2026 for the signing of the Board Resolution No, 228-5. 2026
affecting such approval.
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2. MATERIAL ACCOUNTING POLICY INFORMATON

The material socounting policy information applled in prepating these linancial stalements
is summarized below. These palicles have been consistenlly applied to all the years
prasented, uniess otherwise stated

21 Bags of Preparation of Financial Stslements

Staternent of Compllance with Philippine Financial Reporting Standards
(PFRS) Accounting Standards and Commyssion on Audil [COA) Circular
Nao, 2017004

The accompanying financial stalements were prepared in accordance with
PFRS Accounting Standards and Philippine Accountng Standards (PAS)
isgued by the Philppine Financial and Sustainability Reporting Standards
Council [PFBRSC). PFRS Accounting Standards are adopied Dy the
PFSRSC fram the proncuncaments |ssuod by the Internatons| Accouniing
Starxdards Board (IASB) and approved by the Philippine Board of
Accountancy. As @ Commercial Public Sector Entity (CPSE), 555 is
requlred to adopt the PFRS Accounling Standards as ils applicable
financial reporting framework pursuant to COA Clroular Mo, 2015-003 dated
Aprll 16, 2015, Accounts were classified (o conform ta the Updated Revised
Chart of Accounts for Govermment Corporations presoribed under CUA
Circular No. 2020-002 doted January 28, 2020.

Prasentation of Fmancial Statermanis

The financial statements sre presantsd in accordance with PAS 1 -
Pressnfation of Fnancinl Staferments. The System presents all tems of
mcome and expenses in a sngle Stalement of Comprahensive Income
(SCI).

For this purposs, SS5 adopts the guidelines iaid down undar COA Circuler
Mo, 2017-004 dated December 13, 2017, on the preparation of financial
stalemants and other flinancial reports and implementation of PFRS
Accounting Standards by gavemmeant corporations classified as CPSE,
unless Menagement believes thal a different classification and preseniation
of the nccounts provides information that is reliable and more relevant o
users of the financial stalemaents.

S5S also presents a third Statement of Financial Posiion (SFP) as of the
beginning of the preceding period when it applies an accounting palicy
retrospactivaly o makes a retrospactive restatement or reclassification of
itsms that have a material effect on the information in the SFP at the

beginning of the preceding period,
Hazis of Measuremeni

The fimenclal statements have been prepared on a historical cost bass,
gxcapl for the Tollowing lems:
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o Financial assets at lar valus through profd or loss (FVTPL) ame
measurad ol fair valua,

+« Financial asssis at felr value through ather comprehensive Income
(FVTOCH) are measured al fasr value:

= |nvestment proparios ame maasured ai far value;

« Non-current gssels held for sale (NCAHFS) are measured af the lower
carying amount or Talr value less cost to sell; and

o Land under Property and Equipment are measured st revalued
amolent

Fir Valug Measuramin

Foir value is the price thal would be received 1o sall an asssl or paid 1o
transfar a kabilty in an orderly ransaction between market participants &t
the: maasuremeant date. The fair value of o non-flinancial assei is maasured
to its highest and best use. The far value of financial and non-firmancial
liablites considers non-performance risk, which I8 the rsk that the enlity
will not Tulfil] an obligation

The 555 classifies s fair value measirements using a fair value hlerarchy
that mellects tha significance of the inputs used In making the
measiremeants. The fair value hierarchy has the Toliowing evets:

s Lavel 1 —= npuls are quoted prices (unadiusted) in aclive markels {or
identical assets or labitles that the entity can sccess at the
measurament dale. FVTPL and FVTOC! investmants fall under this
e,

o Level 2- mputs other than quoted markat pricea Included within Lavel
1 that are observable for the ssset or Gability, ether directly (thal is, as
pricas) or indirectly (that s, derived from prices), This el includes
majority of tha over-ihe-countor derivative contracts,

s Level 3 - inputs for the asssel or liability anpihmudnﬂ
pbsarvable markel data (unobservabls inputs). This lavel includes
investments and debl instruments with sgnificant unobsarvable
componants. This hierarchy requires the use of obssrvable markel
prices o [ig valuations whers possible, Invesiment properies and
NCAHFS are within this level.

d. Accrual Accounting

in accordance with FAS 1, the financial stalements, except for cash flow
infarmation, have bean prepared using the accrual basis of accounting.

By way of exception, confributons from seff-employed and volenary

membsrs are recognized on a cash basi= as the colechbsity of thesa
riranues cannot be reasonably assurmd

14



e Funchional and Prasentation Curmoncy

The finencial statements are presented in Fhilippme Peso, which & the
Sysinm's fuhclional and prasantation currency. All amounts are rounded o
the nearest peso, unless ofterwise slated.

22 Adopbon of New and Amended PFRS and PAS
a Efoctive beginnmg on or affor January 1, 2025

Amendmants o PAS 21 — Lack of Exchangssiuy. An eniily s
impascied by the amandments when [ as a ansaction or an operabion
in o farekgn currency thal |s nol exchangoable inlo antlher currancy @i
28 measurement dale lor & spacified purposa, A cumency s
exchangeable whan thera 16 an ablity 1o abiain the other currency (with
a normal administrative delay), and the transaction woukl take place
through & markol of exchange mochanism thi creates enforceabls
nghts and obligations.

b, Effectve for annuval penod Degimmmyg on o aiter January' T, 2050

Amandmenis fo PFRS 0 Fnancal insfruments, ang PRFRES T FHnancial
Insfrsmanis: DEclosues — Amendmenls o the Classification and
Msasuremen! of Financial Instrumenis. The amendments address
matters dentified . during the post-implementation review of the
classificaion and measurement requiraments of PFRS 0 - Financial
Instrurmisnts,

Annusl improvements fo PFRS Accounting Standards — Volume 11
Tha pronouncamant comprises the Tollowing amandmeants:

» PFRS 1: Hedge accounling by a lirst-lime adopler
# PFRS 7: Gain of loss on derecognition

» PFRST: Disclosure of defarmed difference betwooen Tair value and
transaction price

PFRS T introduciion and credil nsk dsciosures

PFRS 2 Lessas derecognition of leass kabilites

PFRS & Transaciion price

PFRS 10 Determination of a 'de {acto agent’

PAS T: Cosi meihod

¢, ERpctive for annal pornod beginning ot of siler January 1, 2027

PFRS 17 - Insurance Contracts — PFRS 17 Is a comprehensive new
mocounting standard for msurance contracts covenng recognition @nd
moasuramant, prasantaton, and declosure. Once allecive, PFRS 17
will replace PFRS 4 - Insurance Contracts, which cumently permits a
wida vanaty of practices in accounting for insurance contracts. Tha nea
siandard applies to alf fypas of insuranco contracts (e.q., e, non-ifae,
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direct insurance, and reinsurance), regardiess of the type of entilies
that lssue them, as well as o cerfain guaraniees and fmancial
irstruments with discretionory participation features. A few axcepltions
willl Rpply

This ovierall abjectve of PFRS 17 is to provide an accounting moded for
insyrance contracts that is more useful and consistent for insurers.
PFRS 17 provides a comprahansive modal for insurance contracts
covering all relevant accounting aspects. The core of PFRS 17 & the
gensral model, supplemented by: (a) a speciic adaptation for conlracts
with direc! perticipation features (ihe variable fes approach); and (b) m
aimplified approach (the premium allocation approach) masnly for short-
duration contracts. The new standard requires insurance labilities o be
measured ot a currant fulfliment value and provides a maore uniform
measuremant and presentation approach for all insurance contracts
The main leatures of the new accounting model for Insurance coniracs
are a3 follows:

= The measurement of the presenl valus of future cash fows,
incorporating an explict adjustment, remeasured every reporting
pariod ((ulfillment cash flows).

« A Contractunl Service Margin (CSM) that is equal and oppossie to
any day ong gain in the fulfilment cash flows of a group of conlracts.
represanting the unearned profil of the insurance confracts to be
recognized in the profit or loss based on Insurance contract services
provided over the covarage pariod.

* Certain changes in the expected presant value of fulure cash flows
are adjusted ogainst the CSM and thereby recognized in profit o
loss over the remaining coverage penod.

» The effect of changes In discounl rales will be reported In either
profil or loss or other comprehensive income (OCH), detarmined by
an accounting policy of choica.

« The presentation of insurance rovenus and iNsurnnce Service
expensas n tha SCI based on the concepl of services provided
during the peniod,

= Amounts that are paid to a8 policyholder In all circumstances,
regardiess of whather an insured evenl occurs (non-distinct
investment components) ans not presented in the income statement
but are recognizad direcity on tha balance shest.

» |nsurance services results (samed revenue less Incurred claims)
are presented separalely from tho inserance firance mcome or
axpanse.

*  Aloss-recovery companent of the asset for the remaining coverage
of n group of reinsurance contracts held is dotermined and recorded
In profit or loss whan an entity recognizes & recovary of profit or loss
on inital recognition of an onerous group of undedying ssued
cantracts as well as for subssguent measuroment of the recovery
of those losses.

* Eniities should presani separataly in the SFP, the carrying amounts
of portfolos of insurance contracts iesued thal are asseis and those
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that are labilitles, with the same requirement applying o partfalies
of reinsurnnce condracts held.

s Extensive disclosure o provide information on the
amounts from insurance contracts and the nature and axient of risk
arising from ihese contracts,

On March 17, 2020, the |ASB decided 10 further deler the aflective date of
PFRS 17 o annhual reporting pardods baginning on of after Janusry 1, 2023
Subsequently, Insurance Commission Circular Latter (CL) No. 2020-62
amended Section 1 of CL No. 2018-68 and deferred the implementation of
PFRS 17 by two years after its effective dale, as decided by the |ASE.
Accordingly, the reguired implementation date was moved to January 1,
2025

On February 14, 2025, the Philippine Sustainabiity Reporfing Slandards
Council approved an amendment to PFRS 17 - Insurance Confracts, which
further defers the data of initial appbcation by an additional two years, fo
annual periods beginning on or after January 1, 2027, The deferral provides
more time for tha insurence industry to fully prepare for and assass the
impact of adopting the sakd standard.

+» PFRS 18 - Presentation and Discloswes in Fnancial Statements - It
includes all requirements Tor oll enlies applying PFRS for the
presentation @&nd disclosure of infarmation in financial statements.

+ PFRS 18 - Subsidianes withowt Public Accountabilly: Disclosueas — I
spociiies the disclosure requirements that an eligible subsidiary |s
permitted to apply instead of the disclosure requirerments in other PFRS
Accounting Standards.

d EMective for annual period beginning on or sfler January 1, 2028

« PFRS 51 - Sustainabity-relafed Financial Disclosures and PFRS 52 -
Climate-related Disciosures shall be adopled by Tier 3 entities undof
the Securities and Exchange Commission's [SEC) tered schedule for
sustninatslity disclosures.

g Effectivily deferrad indefinitaly

« PFRS 10 (Amendmenis), Consolidated Finoncin/ Statements and
PAS 28 (Amendments), Investment in Associatos and Jaint Vanture,
The amendments 1o PFRS 10 require full recognilion |n the investor's
financinl statements of gain or losses arising on the sale or contribution
of asssls that constitute a business, as defined In PFRS 3, batwean an
imvestor and s associate or joinl venture. Cormesponding amendments
have been made to PAS 28 W reflect these changes. In addition,
PAS 28 has been amended fo clarly that whan detarmining whealher
aszels that were sold or contributed constitlule a business, an eniity
shall consider whathar the sale or contribution of those assols S pan
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of mulliple arangements that should be accountad for as a single
transaction.

23 Current varsus Non-Current Classification

The S5S presents assets and liabilities in the statemonts of finenciasl
postion bassd on cumentmon-currenl classification. An asssl s
clzesifiod as current when It s

e Expected to be meallzed or nlended o be sold or consumed n the
normal oparating cycle;
Hald primarily for the purpese of trading;
Expactad 1o be realized within 12 months after the reporting period;
of

» Cash and cash eguivalants unless restricied from being exchanged
or used o settle a labiity for al least 12 months afler the reporing
poricd

All giher assats are classil=d Bs non-curment,
A liability is classified as current wihsn:

N iz expocted o be settied in the normal operaing cycle;

It Is held primarily for the purpose of trading;

It s duis o be satfled within 12 months after the reporiing period; or
It does not have the right to dalar sattlament of the liabsity for 12
manths after tha reporting period,

- @ @ W

All pther iabiliies ore classified as non-current.
Wel delerred tax assals (labilites) are classifisd as non-curment,
24 Cash and cash equivaients

Cash comprises cash on hand and cash In banks. Cash eguivalents are

deposits on call and highly iguid invastmants with an onginal maturity of three
maonths or lass, which are readly convestible to a known amount of cash and

ara subject 1o an Insignificant nsk of changes in value

2.5 Financial [nstruments

a Firencial Asssts
a.1 Dude of recognition

The S85 recognizes loans, recoivables, nnd deposits on ther orginabon
data. All other fmancial assels are inliElly ecognized on the rece dale
when the 555 becomes a party to the contractual provisions of the
Ingtrument.
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8.2 Initial recogrifion

The SSS Inlially recognizes a financial essst ot fair value. Transac o
costs are included in the inltial measurement, except for financial assets
measured al FVTPL.

a3 Datermination of fair value

The SSS datermines Tair value bassd on the nalure of the flinancial assets
classified aceording to the intertion of the Managemant, following the fair
value hisrarchy of PFRS 13, This hierarchy aims to jncrease COnSiSENcy
and comparabilty in fair valus messurements and disclosures by
categorizing the valuation inputs into three distincl |evels. Currantly, 555
financial assets are measured using Lavel 1 and Level 3 Inputs only.

a.4 Classification and subsequent maasuresment

The §55 subsequently measures is financial assets based on ihe business
model for managing the financial assets and their contractual cash flow
characierstics. The business modsel determines whather cash flows will
resull from collecting the contractual cash flows, sailing the financial assels.
or bath.

»  Financial assats at FYTPL

Financial assets at FVTPL consist of held-for-irading financial assels
which include govemment securftes, eguity sacurities, corporale
bonds, extamally managed fund and Investments In mutual funds.
Held-for-trading financial assets are financial Assels acquired or heid
for the purpose of selling in the short term or for which there is @ recornt
pattarn of short-term profit taking.

Upon initial recogniton, attnbutabla transaction costs are recognized
m;rrﬂﬂnrbmanhmm.ﬂmmiu!mmﬁnmnmmmd
at fair value and changes therein are recognized n profit or loss.

s Finoncial assats al amodiized cosl

Financial azssls are measured st amortized cost il bath of the following
condiions are mat: (1) the asset ia held within the System’s business
model, the objective of which is to hold the assats in order 10 collect
contraciual cash flows: and {2) the contractual terms of the Instrumaent
ghve rise on specific dates ta cash flows thal are solely payments o
grincipals and interest (SPPI) on the principal amount outstanding.
Thess consist of investments in govemment bonds, corporate noles
and corporata bonds

After Initial recogniion, financial assats of amonized cost are
subsequently measured at amartized cost using the effective interest
rate (EIR) method, less allowance for impairment, I any. Amortized
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cost is calculated by consklenng any discount or premium  an
acqulsition that is an integral part of the effective inlerest rats.

Gains and lossas are recogrized in profit or loss when thesa financial
gssets am derscognizad, o impaired, or smortzed.

Loans mnd recelvables represent financial assets held within a
msiness model whose objective is to collect contractual cash flows
consisting solely of payments ol principal and interest. Unguoted in an
active markel and featuring fixed or delerminable payments, thesa
assots are measursd @l amoriized cosl using the effective interest
method, lass any Impairment losses,

» Financial assets at FVTOC)

Financial sssets are measured at FVTOC! I they meet the mandatary
businass model and SPPI criterin (epplicable o debt instruments ke
gavernment and corporate bonds), of if they are instruments
designated at FVTOCI through an irrevocable siection al initial
recognition. Subsequent to nitial recognition, both categones are
carried @t fair value In the SFP with changes recognized in OCL
Howaver, while cumilative gains or josses on debl instruments are
focycled to profitor loss upon disposal, cumulative gains of lnases on
designated equity instruments are never reclassified to profit or loss
and may only be transferred within aquity

0.5 impabrment of financial assals

The SSC, in Its Resolution No. 41-s. 2021, approved the policyguidelines
in recognizing and measuring crodit impmrmaent. The SSS adopts the
Expectod Credit Loss (ECL) In accordance with the provisions of PFRS 8 -
Financia/ Instrumants — Impairmant,

Thia ECL Maodel is applied on credit exposures covared by PFRS 8, which
inclide the following:

1 Loans and recelvabies thal are measured sl amortized cost,
Investmants in debt instrumants that anre measured al amortized cost
or &l FVTOC! and

1. Credit commiments and financiol guaraniee conirpcts that arc o
measured at FVTPL

S55 adopts the rebuttable presumption in PFRS 8 that a defaull does not
pecur later than when a financial asset is 80 days past due (DPD).

Credit axposures are classjed info thres different stages at each reporting
date, based on the significance of the increase in credit risk snce inftial

recogniton, o wit:

« Stage 1 — Parforming — credit exposure that fall under thes calegory ane
those that are not yet amonizing and whosa credil nsk has nol
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appreciated significantly from nitial recognilion, e.0., credil exposures
wilh DPD of nat more than 30 days. A 12-monih ECL is recognized for
these exposures.

s Stage 2 = Under-parforming — credit exposures classified under ths
calegory are thosa whose credn risk increased sipnificantly since nifial
recognition, e.g., past due credit exposures with DPD grealer than
30 dmys bt ess than or egual to 90 days. Alifetime ECL s recognizsd
for thess exposures.

s Siage 3 — Non-performing — credit exposures that have clear evidence
al impakrment at the reporting data, e.g.. past due credit oxposures with
OPD greater than 80 days A Metime ECL s rocognized for these
AXDOBUrEs.

In sssessing significant increass=a in cradit risk, the risk of & defoult
occumng on the credit exposure at the reporing dale s compared o he
risk of a defaull bcourming on the credit axposure ol the date of Inltisl
recognition,

As soon as the loan s granted o the member-bormower, It |5 classified
under Stage 1, For all credit exposure almeady in the books, the following
rudes shall apply:

a. Exposures with significantly ncreased credil risk since indial
recogriion shall be classifisd undar Stage 2.
b, Non-performing exposures shall be classified under Stage 3

Transler from Stags 1 to Stage 2 s made undar the following conditions

0. Exposures with missad paymant for more than 30 days

b. Exposures with risk ratings downgraded by ol least twa grades for
rafing agoncies with balow 15 raling grades, and three grades for rating
agencles with more than 15 rating grades.

Translor from Stage 3 ta Stege 1 s mode under tha Tollowing conditons:

a. There is sufficiant evidance to support full collection

b, Full collection |s probable when payments of principal and interest due
are received for ot least six months,

g. Nonperforming  restructursd  exposures  that  have  exhibited
improveman in credit worthiness of the counterparty after a total one-
year probation perlod, such as

= S months in Stage 3 before transfernng o Stage 2. and another
six monihe in Siage 2 bofore ransfsming o Siage 1; or

- Directly from Stage 3 jo Stage 1 withoul passing through Stage 2
after 12 months provided no indicalors of signilicant credd risk
T akn.
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Hestruciured exposures classfied as “performing” pnor to restruciunng
shall be initlally classified under Stage 2 The translar from Stage 2 o
Stage 1 shall follow the six-monih rule as mantioned in lem “b” abova

The ECLs ana revalled avery yaar.

8.6 Derecognition of financial assols

Financial assets are derecognized when the rights to recelve cash flows
from the aaset have espired of have been renslerred and the SSS saither
has troansfermed substantially all neks @and rewands of ownership or has
neither transferred nor relained substantially all the rsks and rewards of
ownership but has transfemed controd of tha assal

n.7 Rigk Managament and Moniforing Mechanigms

558 implements Stop Loss and Yellow Fiag Monitonng Guidelines, per
Resolution No. 317-22022 as pan of its nvestment sk management
framework. These guidalines provide risk moniiorng locls that may help
minimize losses that may be incurred due (o adverse price movements. A
siock shall be classifliod under yeliow flag once A bemchas specific
conditions indicating loss bid still within acceptable level. This requires close
monitoring by fund managers and stock mdors.

Once a stock breachés tha accaptabls leval of loss or siop lose lmit, fund

managers and stock traders shall manage the equity portfolia by selling the
mubject stock ot & loss 1o minimize further losses.

b. Financid inbilties

Financial liabilities are initlally measured al fair vakie, and when applicabse,
adjusied for transaction cosis unless designaied as financial lshsity st
FVTPL.

555's linancial kablitles nclude accounts payable, acorued operaling
payable, accrusd benefil paysble, claims pay-oul payable, inleresl
payable, and lease labiites which are subsequently measured &l
amortized cost

Financial liabilites are derecognized n the SFP only when the obligation s
axlinguished either through descharge, cancellation or expiration. The
difference between the carrying amount of Tinancial labiity derecognized
and the considaralion pald or payable & recognizad In profil or oss.

26 |[nvenones

Supples and materials inventones are valued al the lower cost or net realizable
vala. Cost s dotermined using the weighted average method. Inventories are
fecOQNZad a5 an & parss When dagénsyaﬂ for utllization or consumption in ths
ordinary coursa of opsration of (ha !
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Inveniories also include semi-expendable property, or those tangible fems with
costs balow the capitalization threshold for Property and Equipment (see
Note 2 B). These items are recognized as expense in full upon wsuance (o and
usars but mre recorded in the Report on the Physical Count of Invertories
(RPCI) lor monitexring purposes.

Nor-current asssts hanld (or sube

Non-curment assats are classified as held for sale If their carrying amount will ba
recoverad through & sale transaction rather than through continuing use. This
condifion Is regarded as met when the sale is highly probable, and the assel is
avallable for Immediate sale in ils present condition,

Anséls classified as held for sale are measurad at the lower of carmying amount
and of fafr valus |ess costs 1o sell, Any axcess of carrying amount over fair value
lass costs 1o sall is an impaimment loss. No depreciation is recognized for these
assois while classified as held for sale.

NCAHFS includes real and other properties acquired (ROPA) in satlemant of
contribution and memberhousing/other koan delinquancies through foreciosure
or dstion in payment. They are initielly booked &t the carmying amaount of tha
cantribution/lcan delingquency plus transaction costs incurred upon Acquisition,
When the booked amount of ROPA exceeds the appraised value of the acquired
property, an allowance for Impalrment loss equivalent o ihe excess of the
arnounl booked over the appraised value s set up

Upen in-dapth assessmant that properties classined as NCAHFS cease io mael
ihe conditions sat under PFRS 5, such assets will be reclassified to other nssel
classification following the guidelines in the Classification, Reclassilicaton
and Recording of S58 Real Estate Properties under Offico Order (00)
No, 2021-012, The guideiines shall govem the general procedures on the
classification, reclassification and recording of real estate propedties of the 555
wilh the following objectives;

a. Provide comprehensive guidelines on the process o
classification/reclassification of real estata properties.

b. Establish the fundamental guidalines and practices for proper accouniing
and reporting of the reclassification of NCAHFS accounts and valustion o
renl estate properties in tha 555 Minancial siatemants; and

c. Define dubes and responsbiites of various units involved In the
classification of real estate proparias.

As for the intermally appraised properties classified as NCAHFS, the value o
land was established using the Marke! Data Approach, The inltial value of the
land is basad on the sales and listings of comparable properties. Adjustmants
were then applied to the gathered value of land by comparng the physical and
locational charactarstes of the subject property and the com parable properties

The value of the improvements was arrivad ol using tha Cost Approach. The
ument repraduction cost of the improvement or structure (s first estabiished In
accordance with the prevalling markel pricas of construction matorials, labor,
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conractors’ overnead, profits and fees, Adjustments are then made to reflect
deprociation resulting from physscal deterioration and cbsolescence.

28 Invesimeni propery

investmeont property account consists of land or buiding held 1o eam rentals
andior for capital appreciation. This account also includes real proparties that
were praviously subject of mortgage |oans, individual real estats loan (REL),
commarcial and industrial loan which were foreclosed or acquired through
Dagion en Pago, cancelied o relinquished by former cwners jn favor of 5§88
dua 1o non-paymant.

An invastment property |s initially measured &t cost, including transaction costs,
Such costs should not include stant-lip costs, abnormal wasie, of inital
operating loases incurmad before the investment property achieves the planned
level of ccoupancy. After initisl recognition, It is measured al fair vakue with any
change therein recognized in profit or loss except for properties carried i cost
due 1o inabilty 1o determing the fair value reliably.

The lair values of investment properties are determined annually at the reporting
data by an independent professionally qualfied valuer and intarnal appraiser
using the Market Data Approach, Cost Approach, and Income Approach. The
market value i estimated using gathered avallable local market conditions
consdering the foliowing:{a) extent, character and wtility of the proporties; (b)
comparable properties which have been sold recently, plus curmant asking
prices: (c) zoning and cumment land usage in the locaiity, and (d) highest and
st use of the propery.

The generally aceepted Market Data or Comparative Approach was used o
measure land under the investment property based on sales and kstings o
compamble property realstered within the vicinsty. Comparisons are pramised
on the factors of location, land use, physical chamcteristics of the land and tims
slement. For the value of the land with improvements, the appraisars used the
Cast Approach taking into account the current cost of mwmum il naw, o
the replaceable properly in accordance with the prevailing markel prices for
manterials, labor, contracior's overhead, and profit and fees. In amiving al the
value of the lmprovements, the modified quantity survey method was used by
analyzing the various construction elements of the property {Toundations,
calumne and beams, flooring walls, rool, sic.). In the Income Approach, the
value of the praperty is determined using the interes! rates and yields and the
records of rental income and operating expenses. However, in some cases
when thero are no comparabie listings in the opon market, the Value Opinion
from other appralsers or the Bureay of Internal Revenue (BIR) Zonal Valuation
are uliized. Consequently, these measurements are calegorzed as Level J
within the fair value hismarchy dus 1o the use of unohservabie inputs.

Tranalers 1o or from investment property are made when and only when, there
is @ change In use, svidenced by: (a) commencement of owner-occupation;
{b} and of owner-oocupation; (c) commencement of an operaling lease o
another party. of (d) commaencement of development with a view (o saje.
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=] anid equlprient

The initial cost of Property snd equipment consists ol s purchasa pnce,
including Import duties and non-rafundable purchase taxes, and any directly
atiributable cost necessary in bringing the assal 1o s working condition and
location for lis intended use. Cost Biso mcludes an intial estmate for
dismantling and removing the llem or restanng the site on which It is located,
the obligation for which an entlly incurs when the fem ts acquired. The
capitalization threshold for an ftem to ba recognized ns Property and squipmant
ks B50,000 hased on COA Clroular No, 2022-004 while itams whose amounts
are bolow the capisiization threshold are accounted as sami-oxpandable
properties (see Note 2.5).

Subsequent 1o initial recognition, Froperty and equipment, except land, are
stated ot cos! less accumulated depreciation, amorlzsion and any impalrment
loss. Land is cafried &t revalued amount. Incramse in value as o result o
revalustion |8 recognized in OCI and accumulated 10 reserves Undes
Revaluation Surplus which is presented In the Stalemani of Changes in Equity
(SCE). Unless A raprasents ihe reversal of 8 revaluation decrease of the same
assal previoushy mmmmunmm_mmhmﬁhrmwmm
income.

On the othar hand, a decressa arising as a result of & revaluation s recognired
as an expensa o the extent that i prceeds any amount previously credited o
Revalustion Surplus relating o the same assel.

For bullding and improvement camied under the cost mioced, extermal valuations
gre used as supporting evidence in assessing impakmenl indicaloms, in
secordance with PAS 38 — Impairment of Assefs. Any dacrease in vakie below
the carryingamount is recognized as an im pairment loss in the SCI. Conversely,
any increasa in valus is recognized as o reversal of a proviously recognized
Impairmant ioss, also in the SCI, but only 1o the extent of the original impaiment

Vahiations are done by an extarnal indepandent appraiser gvery three years or
as tha nead arfses. The value of land was arrived af using the Market Data
Approach. In this npproach, the value of the land s based on sales and Bsting s
of comparable properties registered within the vicinity. This approach requires
tha ostnbEshmont of comparable properies by mRUCng reasonatlo
comparative sakes and listings o a common danominator with the subject. This
is done by the differences batween the vake ol thet subsect properly
and those acilual sales and llstings regarded as comparable. Compansons were
premisad on the factors of localion, land usa, physical charactesistics of the
tand. time alament, quallty, snd prospective U On Improvemant and bullding,
the Cost Approach was adopled in amving at the markal value of the bullding.
This approach considers the costio reproduce of replace in new candiions tha
assets appraised in accordance with curren prices for similar assets inchuding
costs of labor, transport, Installation, commissioning, and consultant's fess.
Adjustment is then made for accrusd depraciation which encompasses
condition, utllity, age, wear and tear, functional and economic chsolescence.




The cost of replacing @ part of an kem of Property and equipment is recognized
in the cafrying amount of the item If it is probable that the fulure sConomic
hanalits embodied within the part will flow to the 555, and its cosl can be
measured reliably. The carylng amourt of the repiaced part is derscognized.
An iterm of Property and equipment is derecognized when ether i has been
disposed of or when |t is parmanently withdrawn from use and no fulum
ecahomic benefils are expected from its use or disposal, The carmying amount
of an Hem of Property and equipment, including any related accumulated
depraciation and impairmant |oss, is removed from the eccounts &t the tme of
darecognition. Any gains or losses on the ratirement anu dsposal of an llem o
Property and equipment are recognized in the SCI in the perod of refrement or
dizposal

Expenditures incurred after the [lem has baen pul inio operation, such as repairs
and maimanance, are normally recognized as expenses in the pariod such cost
s Imourresd,

Depreciation s calculated on the depreciable amaunt, which s tha cout of @n
asset |eas js residual value. It is recognized in SCIon a straight-iine basis aver
the estimated usaful ife of each part of an llem of Property and equipmaent.

Consistent with COA Circular No. 2017-004, the estimated uselul ife of Property
and equipment are as follows:

Assals sl lifm
Building and ofher siruciuns 10-30 yoars
Fumbium and sgugrmenlcompided hsrdewiin 510 ynarm
lLahd impraesmerts 10 yeam
Tmnsponalan anupimae T yapry
Lessahald |mprovemans 10-30 years of the term of

Iasn whichever |8 ahoriod

Property and equipment, except land and construction In progress (CIP), have
residual valug equivalent to five per cent of the acquisibon cosl for assats
recorded in 2024, The Propery and equipment acquired before 2021 afe
presanted &t 10 per cent residual value,

CIP regresents building end buldingleasehold  improvements  under
congiruction and is stated at cost, CIP is not depreciated untll the relevant
pssets are completed and put inio operational use:

Leasahold Improvements are amortized over the shorter of the temms ol the
covering leases or the estimated ussful e of the Improvements.

Fulydap‘mﬂiudnmhaamlalmﬂhhen:mmwmm”umhmﬂ i
Lise.

£SS-owned artworks are classified info the following four calegonies:

a. First class artworks - are ant coflechions or individual pieces, including
vatious paintings. statues and sculptures probably (but not solely)
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scuired in artistic suctions and held primarily as o store of waalth and
usunlly have some cultural of historical value. The primary goal of
acquiring thess artworks |s lor Investmant purposes.

b. Oiffice artworks - represent pleces that are hald primarily for decorating
thes office or workplace.

c. Inseparable artworks - are paintng made on walls and cannol be
separated from the property to which It was made.

d. Ordinary artwork - are pieces (e.g. posters) with relatively small
acquisition cost, usad solely for administrative purposes, with no or very
small rasidual value, ofien subject io wear and tear,

All 555-ownad miworks sre measurad ol cost except for First class artworks.
which are measured at fair value in compliancewith applicable asset evaluation
standards. Standard capitafization thresholds apply lo determine the accounting
recognition of low-value ordinary peces.

210 Right-ol-use asesls

The Systerm recognizes the rghi-of-use (ROL) asset for the right 1o use the
undertying assat over the leasa term. ROU asset is iniially measured based on
the present value of the Isase payments plus any intal direct costs incurred
and an estmale of costs 1o dismantie and remave the underlying Bssel or 1o
restora the underlying asset on which it & located. less any lease incentives
received” ;

The BOU assets are amortized over the tarm ol the lease and are depreciated
on a straight-ine basis aver the term of the lease contracl. Whenevar e e
contract endedisrminated or when the branch transfers or relocates 1o another
proparty, the ROU and corresponding lease kabiiy are derecognized from 555
books of accounts

2.11 Intanglbily assets

Intanglble assets are stated sl cosl less accumulsled amorization and
impairment. They comprise software and licenses. Acguied computar
software/licanses are capiaized on the basis of the costs incurred 1o acguira
and bring to use the specilic soltware.

Computer softwars/licenses with Tinile lives are amortized on & straight-ine
hasis over thoir estimated useful ke, while those with indefinite useful lives or
those used perpetually of for as long as there are computers compalible with
them ara carred at cost and tested annually for impairment or whenever thar
s &n indication that the asssis may be impaired. Intangible assets-softwamn are
derecognized wpon dsposal of the computer equipmant where the saltware is
attached while licenses are derecognized upon expiralion of kcense agreamen
with complete documantation,

S5S holds several kay intangible assets with indafinite 1ife including Cobol Dev
Tools Server, WebCenter Processor management pack, Weblogle Server

management pack, Licenses for Oracle Application Server, Weblogic Sutn
Migration Processor and Oracle WebCenler Portal Processor.

&7
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The intangible assst holds @ cominant posiion in a market characterized by
=iable demand and limited com patiton. It unigue features and funclionalitles
have consistantly attracted custD Ners, resulting in & sustained revenue straam.

+ Technological Advancements: Continuous technological advancements
have not renderad the asset obsolete, Rather, the assel has demonstrated
adaptablity and compatbiity with evolving lechnologies, snsuring lis
retevance and utlity over ime.

« Legal Protection: The assel benefits from robust legal protectons, including
patente and copyrights, which provide exclusive nghits and prevent
unauthorized use of replication by compalilorm. These |legal safeguards
contribute to the asset's enduring value and compatitive advantage.

+ Historca| Pedformance; Histoncal performence datm ndicates thal the
assel has exhibited siable cash flows and prafitability trends, indicating its
ahility to generate economic benefits indefinitaly

» Siralegic Importance: The assal plays a critical mle in supporting the
entity's strategic objectives and cors business opaerations. |ts contribution
in brand reputation, customer loyalty, and operational alficisncy reinfomes
it= status &8s a vital component of tha enfily s long-tarm success.

Each of‘thess intangible assets has unigue market demands based on s
functionality, the industry it serves, and the ongoing trends In technology and

busingss operations.
212 |mpairment of non-financisl assets

The camying emount of non-financlal assets, other than investment proparty
and NCAHFS is assassoed lo determine whether thare is any indication of
impairment, or whether an impairment previously recognized may no longer
sxist or may have decreased. If any such indication exists, than the assals
recoverabls amount is estimated. Recoverable amount is the higher of an
assel’'s fair value less costs of disposal and its value in usa.

Impairmant loss is racognized if the camying amount of @n nssel excesds IS
estimated recovarable amount. The carrying amount of the assal |s reduced by
&n sllowance account and tha amount of loss is recognized in profil or loss
unless |t relates to & revalued asssl where the value changes are recognized in
olhier comprehansive ncomefosa and presanted within resarves in the proparty
valuation resarve portion, Deprecialion and amortizsiion charges for Tutum
pariods are adjustad.

An impalrment loss previously recoghized is reversed I there has boen &
change in the estimates used o detarmine tho issel's recoverable amounl. An
impairment loss s reversad only 10 the extent that the assel's camyinhg amount
does not exceed the camying amount that would have been delermined, net o
depreciation or amortzation, f no imperment loss had bean recognized in priofr
yEArs
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213 Hevenue recognition

Reverus |s recognizad to the extent that it is probable that the economic
banefits will Now 1o the S55 and the amount of revenus can be reliably
meaasurmd,

The following specific recognition criterta mus! also be met balore revenue is
recognized:

a Membsrs' confribiulions

Revenue |s recoghized from member coniribubons whon |t falls due or
when earned, nol necaessarily when collected or when cash ks recelived with
the following criteria: (a) collectability s reasonsbly sssured (eg., the
employer can ba rallably expecied to pay the contribution; (b) sufficient
documentation exists; and (c) the contribution due (8 detsrminabia.

The SSC, under s Rescltion Mo. 161-s. 2021 dated Apnl 8, 2021,

the Accounting Policy on Accrual of Revenues from Member

Contributions and Expenses for Member Benafits. The accruasl of member
contributions procedural guidelines Includes the following

1.

Employers shall be assessed for collectability .

a. In the initial phase (Phase 1), accrual shall be applied 1o large
accounts employers starfing Calendar Year (CY) 2020. Phasa 4
covering all active smployers was implemented in CY 2022

b, The employer musi be payng for 6l leasl thros years and wih
conlinuous payment for the last six months which shall be
recomputed by semester

o, Accrual shall ston | the empioyer has no paymant Tor thres
consecuive manhths prior to applicable monih,

Contribution collections from active regular employers who pass the
collectability assessmen! shall be accrued using as bass the data
generafed through electronic Collection Syslem (e-CS) whion
automates the genarmtion of Payment Refersnce Number (PRN)

Analysis ol the accrual report:

a. The generated PRN shall be recordad as eceivable, and ravenus
basad on the applicable manth.

b, If the employer paid, the accrual entries will be clearsd or will be
adjusiad accordingly f with srror,

c. Provision for imparment shall be recordad In accondance with
exisiing ECL policy.




Contributions from olher employers that are not yet included in the accrual
process, ssif-smployed and voluntary membess' confribution shall be
racorded on a cash basis.

Contributions from Flesk-Fund, PESO Fund, WISP and WISP Plus Fund
mambars ars reported as part of thui liabilities.

b, Inierest and panally income

Revenus is recognizad as the inferest and penalty accrues, taking o
account the effective yiald on the assat and computed based on the
lollowing approved palicy:

s Arcrunlof interest and penalties eamed on loans shall only be allowed
i the loans and other credit sccommodation are current and

perfoming.

« Loans are currenl and performing i any principal snd/or interest are
paid for al laast 90 days from the contractual due dilte

» Npaccrual of inferest and penalty is allowsd 7 & loan has becoma nan-
parforming. Interest and penalty on non-perffoming loans shall be
taken up as incoms only when actual payments are recered

» Loans, mvestments, recefvables, or any financisl assel shall be
considared non-parforming, sven withoul sny missed conitraciusl
paymants, whan it is considered impaired under existing accounting
siandards, classified as doubtful or loss, In litigstion, sndior there |
gvidence that full repayment of principal, intarest and panalty s unlikely
without foreciosure of collateral, If any,

« All ather loans, aven If nol considered impaired, shall be conaldared
non-performing § any principsl andfor interest andfor penalty are

unpaid Tor more than 80 days from contractual dus dales or accrued
interest for more than 90 days have baen capialized, refinanced, or

deiayed by agroesmant.
g, Dividend income

Dividend Incoma i recognized al the time the rght o receive e payment
ts establshed.

d Rental income
Rental Income is recognized on a straight-ine basis over the lsase lem.
2.14 Expensa recopnition

Expenses are recognized i the SClupon ulilization of thi service or al the dale
they are incumed for operational and benefil expenses.

The accrual of benefit expense s recognized when the transaction ocours or
whan the expenses are incurred, nol necessarlly whon they are paid or
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disbursad with the following criteria being met: (a) there is an obligsting event
that creates a legal or constructive obigation that results in an antity having no
realistic alemative 1o setting that obiigation; and (b) the amount of expense is
datarminable or can be reliably estimatad in the case of accrued axpense.

The following guidelines in the Accrusl of Benellt Expansas wene implamantid,
pursuant (o 00 2023-006:

1. The unfiled compulsory retirement benefl, |l lumpsum o monthly

pension, shall be computed from the date of confingency up fo
December 31 of the reporting year unti the me nbar reachas the sge B0.

Further, the Actuarial Services Division (ASD) p ovides the Taciors to be

on the actusl retirement data for eac! age (65-80) based on
historical dats an the mambarship and retireme 1 Tor the period 2018 1o
2125, For the final mte per age, a buffer of 10 er cent was applisd for
consarvatism,

2. The basis for accrual of approved benefit clalms for paymant shall be
the amount of unpald Latter of Instruction as at December 31 of the
reporting yoear.

215 Leases
8 S555as lsasoe

Al inception of the contract, the 555 has assessad thal the contract
containe a lease that conveys the right 1o control the use of an identified
psssl for & period of tima in exchange for consideration. The Sysem
assessed whether:

s Tha contract involves the use of on identified asset — which the assat
fs physically distinc! or represents substantially all the capacity of a
physically distinct assat;

« Thea System has the nght 1o obtain substantially all the economic
benelils from the use of tho asse! throughout the perod of use; and

= The System has tha rght 1o direct the uss of the assst and it has the
decision-making rights that are most relevant 1o changing how and Tor
what purposa the assel s usad.

As a lessae, the 555 classfied leases &8s an operating kease based on s
pssesnmenl of non-ransferabllity of the risks and rewards of ownarship.
The ROU asssl s recognized for lesse contracts that have a tam of more
than lwelve months at the commencement daie of the ase

The lease labiity s inltally messured ot the present value of the leans
payments thal are not yot paid at the commancement dale, discountad
using applicable PHP Bloomberg's Valuation (BVAL) rates, Ths BVAL rate
used in 2024 is based on the terms specified m the confract.

I




In applying PFRS 16, 555 has used the foliowing practical expedients
permitiad by the Standard:

= Tha use of applicable BVAL rate to a portfalio of leases depanding on
tha lerms on the laass of contract:

= Hafiance on previous agsessments on whether leases are onerous;

= The accouniing forpperating leases with a remaining lease term of less
than 12 months as af January 1, 2024 as shori-term leases on a
straighi-ine basis:

» Tho exclusion of initisl direct costs for the measurement of the ROU
assel al the date of initial applicaton; and

s The usa of hindsight in determining the eass 1em whore the contract
containg options 1o extend or terminate the lease.

555 has also electad nol o reassess existing lesse contracts ot the date
ol inilial application. Inslead, for contracts entered before the transibon
date, 555 reliad on its assessment made applying PAS 17, Accruad rent
payable is also adjusted accordingly.

555 lenses various offices natlionwide. Rental contracts are typically mada
for lixed periods of three to eight years bul may have extansion oplions.
Lesse terms are negotiated onan individual basis and contain a wide range
of differenl terms and conditons,

For leases thal transition to a month-to-month arrangement, 555 accounts
forthese as rent/lnase expenses rather than recognizing an ROU asset and
l=ase liability, In accordance with the shon-term leese exempion under
PFRS 16, Lease modifications, including extensions beyond the orniginal
leasa tarm, are evaluated o determine whether they constitute a new lease
or require remeasuroment. In ciases where lease contracts are extended
beyond their original term and continue on & month-lo-manth basls, S35
execulos a Lelter of Conformity with the lesmor o (formaliza the
arrangemeant,

b 5556z bssor

Loases, where the S55 doss nol transler 1o tha |essea substantially all the
risks and banallis of ownership of the asset, are clasailled as operating
leases. Lease incoma from operating leases s mcognizsd as incomeon o
straight-line basis over the lsase term

In any case, 5SS does not enter into a finance leass agreement.

216 Related party disclosuras

FAS 24 snsures fhal an eniify’s financial sisiements contan the disclosures
necessary to draw slention (o the posaibility that is financial posstion and prolit
of loss may be affecied by the existence of relsted parties and by ransactions
and outstanding balances with such paries. Relaled party ransactions are the
transfer of resolrces, services or abligations batwean SSS and ita reintad

parties, regardless of whether a price is chargesd
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Related parties Include members of the SSC and key Management personne,
The details of related party relalionships, transactions, oulstanding balances,
and Kay manasgament compensation are disclosed n Nafe 34

217 Proveions and confngancies

Provisions are measured at the best estimate (ncluding rsks and uncerainbas)
of the expenditure required o seiths the present obligation and reflects tha
present value of expanditures required 1o sattie obligation where the fime value
of money s material

A provision |s recognized when, as a resull of a post event, the SS8 has a
present legal or constructive obligation that can be estimated refiably, and it &=
probable that an outflow of economic benefits will be required to seitle that
obligation. However, it requires the approval of tha SSC and the setup of a
budget for the actual expendiiune required to settle the abligation.

This includes: (a) Leave banafits payable which represent the cash value of the
accumutated vacation and sick leave credits of employees, 50 per cent of which
can be monelred once & year and the balance payable upon
resignation/retiremant; (b) Refirement gratuity payable which is avadable o
qualified employses undes any one of AA No. 1816, RA No, 660 and RA
Nao. 1816; and (c) Retirement incentive awards (RIA) given 1o employses with
al least 20 years of creditable sarvice are entitied to P5.000 for every year of
gErvice upan ratirement.

Tha defined benefit obigation for pension beanefils s calculsted umng the
Projected Linit Credit Method in accordance with PAS 18, where applicabie, 1o
recognize the SSS llabiitles for posi-employment benefits, includng pension
and retimmant chiigations

218 |nsurance Contrant Lkl

In CY 2020, SSS adopled PFRS 4 and recognized contingent labilty for the
presenl value of fulure benefits and expenses, less the present vakie of fulume
contributions discounted at the appropriate risk-free discount. The change in
socounting treatment from PAS 37 — Provisions, Contingen! Liabiites and
Caontingent Assafs is In compliance with the government's directive of treating
govarnmant insurance institutions @5 self-sustaining insurance institutions.

SS5 hoas transitioned 10 PFRS 4 on the reporting of its finencial condition, and
valuation standards sets by the Insurance Commission were applled, whese the
s insurance policy rasarva shall be valued, where appropriale, usng the gross
premium valuation applles a closed group projection method, which considers
the existing members up 1o the ohd of repofting date while continuing ther
contribulion up 1o a cenan dale.



L.18 Prepayvments

Frepayments represant upfront payments {or goods, services, of administrative
supphes 1o be recelved or consumed in ihe future. These include advances
made 10 suppliers, contractors, and service providars,

Prepayments are |nilially recognieed &t the iransacted cash amounl
Subsaguently, these advances are carred as assels n the SFP and ore

recognized as expenses in profit or loss when the corresponding goods are
dellverad, services are fully rendared, or the prepaid bensfits are consurmed.

2.2 B innEs

Based on Section 16, RA No. 11189, the S55 is generally exempt from all forms
of axes, assassments, feas, and duties, This includes exemptions on iis assets,
income, coniributions, and benefif paymenis. However, pursuant 1o
Section B6{0 ) of RA Na. 10063, alsa known as the Tax Reform for Accalaration
and Inclusion (TRAIN) Lew, sffective Januery 1, 2018, the Valus-Added Tax
(VAT) exemption praviously applicable to the S55 has been repealed. As a
resull. cartain transactions of the SSS may now be subject 1o VAT.

221 Transactions in loreign cumencies

Transactions denominated in foreign currencles are nilially recorded n
Philippme Paso at the spol exchangs rate st the date of trmnsaction. Monetary
assats and liablities denominated in forsign currencies are restated ol the
clasing oxchange rate &t the reporting date. Exchange rate diiferences ansng
from the restalement or settliernent of monetsny ilems are recognitzed in profil or
loss in the year n which they anse.

2.22 Evenls aller the reporing dats

Post year-snd events that provide additional information about the Sysiem's
financial position at the end of reporting date (ad|usting events) are reflectsd in
the financial stalements. Post year-snd events thal are nol adjusting avents ara
disclosad n the notes to financial statements when material

3.  SIGNIFICANT ACCOUNTING JUDGMENTS ESTIMATES AND ASSUMPTIONS

The preparation of the financial staternents requires Management lo make judgments,
estimates and assumptions thal affect the application of accounting policies and the
reported amounts of assets, iabiftes, revenue and expensas, However, uncertainty about
these assumptions and estimates could resull In outcormes that could require 8 matenal
adjustment to the camying amount of the affectsd asset or [Ehillty in the future,

Judgments, estimales, and assumptions are continually evalusied and ae based on
histofical axperience and other factors, Including expaciations of fulure Bvants hat o
beleved 10 be reasonable under the cimmumsiances




a1

Judgments

In the process of applying accounting policies, Management has made the
fallowing judgments, spart from those involving estimations, which have the
miast significant effect on the amounts recognizad in the financial statemnanis

Emanc Assels clas tion and rmeas it

585 classifias s financial assets based on the business model for

managing the assets and the contraciusl cash flow charactersbics in
nceordance with PFRS 8.

In making this judgment, the Management evaluates its business model lo
detarmina if the objective is to!

+ Hold assets o collect contractual cash llows (eg., debl seciwities
measured al amortized cost)

e Hold assets for both collecting contractual cash flows and saling
financial assels (e.g., debt instruments meesured at FVTOCI).

855 may, at initial recognifion, imevocably designate a financisl asssl
meating the criteria 16 be classified &t amonized cest, FVTOCI, or FVTPL,
if doing so eliminates or significantly reduces accounting mismatch thist
would arss from measuring these ossals.

SS5 applies the SPPItest to determine whether the contractual cash lNows
of financial assets are SPP| and, consequently, o determine whether
financlal assels quaiify for amortized cost or FVYTOC! classification. In ths
process, the following factors are consdernsd:

» Loans and bonds are assesssd to ensure that thesr cash flows do not

Include any embedded dervatives or features that would cause them o
fail the SPPI lesl.

s In coses where financial assats have complox struclures (e4.
corvartible bonds), 555 evehates whether the cash flows are
consistenl with the SPPI criterion. If the SPPI lest s nol mal, the oseel
ls classified as FVTPL There are no convertible bonds, comple
instrumenis, or embedded derlvatives in the portfolio. Theralore, tha
evaiuation for the SPPJ crterion did not require consideration of such
insiruments,

Also, equity securies are classified as financial assets ol FYTPL. unless
the SSS designates an squity nvestmeant that is not held for trading as at
FVTOC! at initial recognition. The financisl assets at FVTPL include

govarnmant securities, equity securiies, axiemally managed funds and
irvastments in mutual funds.




There were no accounting mismaiches arsing from the designation of
financial nssets at FVTPL. The designation was mads based on the entity's
business mode! for manageng financial assets and 1o align with the nalure
of the financial assets, which are aclively managed and held for trading
purposes,

555 has chosen to measure certain government seclxrities al FVTPL. This
daclsion reflects S85's alm to accurntaly capture curreint markel conditions
and enhance the investment management. Changes in the fair value of
thase financial assets are directly recognized in profilicss, providing a
transparant view of S58's performance. This approach aligns with R=
sirategic goals and complies with relevant financial reporting standards.

SE5S has made an irevocable election at initial recognition (o measure non-
traded equity instruments at FYTOCI, in accordance with PFRS 8, Fair
value changes are recognized in OCI, while dividends are recognized in
profit or loss whan recenable.

The recognition and measuremen! of provisions and confingoncies, which

fre bassd on higtarical data, legal advice, and managemeanis axpectations
of fufure olfcomes;

S55's judgment an provisions and conlingenches inciudas the assassment
of whether a present obligation exists &s a resull of a past event, whethar
an oulllow of resources embodying economic benefits is probable, and
whather o reliable estimata of the obligation can bo made.

VWhere & provision is recognized, 555 measures the amount based on the
hest estimate of the expenditure required 1o setiie the present obligation al
this reporting date, |aking into account available historical data, experience
wilh similar ransactions, snd, where applicable, the advice of legal cotnse
and experts,

Conlirgent liabilities are assessed and disclosod uniess the possibility of
an outllow of resources is remote, Provisions and conlingencies are
reviewed al each reparfing date and adjusied to reflect the current best
astimale.

Whether modifications o recafvalles or payables meel the crtera for
o, hasad on thadr fovma and the ik af anforceatity;

555 swercisas judgment In delermining whather modifications o the
contractunl terms of recelvables or paysbles are substantial enough lo
resull In darscognition of the original Tinancial asse| or linancial liability and
recognition of a new financial instrumant in accordance with PFRS 8.




d The was for conifrects with renewal ophons, faking mio account e
lerms and whothar it is mason carain thal the will

be evercised; gng

For |sase contracls contaireng ronewal or extanson options, 555 apples
judgment in determining whether il |s reesonably cerain thal such options
wil be oxercisad. This assessmen| considers confreciual lerma,
operational requirements, historical practices, and other relevant aconome
factons.

g The applicalie incromental  borowing rale,  denved from  prevailing
grmant rales aosied for nssel-specific facior.

555 exercisas judgment in selecting the applicable Philippine Peso BVAL
Heference Hate coresponding 1o the Bass l=rm 1o determine the
incremental bormowing rate used In messuring ease kabides when the
imterest rube Implici in tho leasa cannaot be readlly determinad.

12 Estimates and Assumptions

The preparation of thess financial stalements in accordancewith PFRS requires
Managemen o makse esimates, and assumptions that affect the reporied
amounts of assets, biltles, ncome and expensés, including the disclosurs of
conlingent assals and cantingent llabllites at tha reporting date. The estimales
and assumptions used are basad on Management's best knowledge of curren
evens and actions. Significant estimatas [ncleda:

n  Estirmation of imoairman! Basos an rocofvabios

555 recognizes an allowance fof impairment losses oh receivables 1o
reflect the risk of non-collection. This allowance & bassd on the
palicy/guidealings In recogrizing and measuring credi impakment as
approved by SSC por Reschition No41-22021 daled January 27, 2021
(see Note 2.3 a5),

1. ECLs are a probability weighied estimate of credit lossas over the
expectad life of a financial instrument.

2. Credit joss shall reflerio the present value of the expected cash shortfalls
over the expectad [ife of the financial instrument, e.g., the difference
between all contraciual cash flows thal are due o 555 in accordancs
writh the contract, and all the cash lNows that 555 s expecting to recelve,
discountad at the orignal EIR. YWhan estimating thie cash Nows, the
following shall be considered:

2.1, All conlractua! terms of the financial instrument over the expecied
[Ife of the Mmancis instrument; and

. Cagh MNows from the e of the collasteral held or olher Gredit
enhahcemants that are integral to the confractunl terma.




3. The time horizon 1o measure ECLs is the maximum contraciual penod
over which there |s exposure 1o credit risk on the financial instrument,
and not m longer period, even if that longer period is consistent with
business practice. For loan commiiments and financial guaraniee
contracts, the tima horizon to compule ECLs is the maximum contractunl
pariod Tor which SSS has a present confractul obligation 10 exiend
crodit.

4. To compute the ECLs. the approach fo be used musl refiect the
Tellowing:

4.1, An unbeasad and probability-wesghted emount that 15 dolerminad by
evaluating a range of possible oulcomes,

4.2. Time value of money; and

43 Reasonable and supporiable information that I8 available without
undue cost or affortat the reporting date about past events, current
conditions and forecasts of future ecanomic condibons.

5§, Operational simplification to the general ECL modal may be used, as a
praciical expedient, Tor a financial Instrument whose cradit sk & low at
the reparting date. The financial instrument has to mest the foliowing
requiraments:

5.1 It has a low rigk of defaull,

5.2 Tha borrower is considered, in the shorl iemm, 10 have & slong
capacity to meet iis obligations; and

5.3 SSS axpects, in the long term, that adverse changes in econome
and business canditions might, but will nol nacessarily, mduce the
ebillty of the borrowar 1o Tulfill its obligatons.

6. Operational simplfication may akso be used for certan financial
instruments such as pramium roceivobles, ease roceivables and
contract asssts A simplified approach, such os the use of @ provison
matrix based on historical defoult rotes, adjusted for forward-looking
estmates, may be usad as a practical expadient.

7. Another excepltion 1o the general model B when a financinl asset s
considered credil-impaired, &.g.. there |5 evidence of impaimant ot the
point of initial recognition. For such assets, impairment is detarmined
based on full ifetime ECL on inltlal recognition

Lisefid afl and o inta
gxpacied g K %

S55 astimates the useful ves of its Praparty and aquipment and finite-lile
intangible assals based on the expectsd patiem of consumplion of fulure
economic bensfils, historical oxperience, technological developments,
physical wesar and lear, maintenance programs, and industry practices.
Thess estimates are reviswed penodically and updaled when expactations
ditfer from previous assessments. Changes in the astimated useful lives
may &lfect the amounl and timing of depraciation and amortzaion
recognized in profil or loss.




Accruals for lishilties, which rely on historical data, contractuad terms, and
requiafory guideines.

555 recognizes sccruals for Rabiiies when an obligation exists &t tha
reporting  date and e amoun! can be reasonably estimated. The
maoaserement of accrued lishiities involves the use ol eslimates and
assumptions based on historical expsrience, contraciual armangerments,
reguiatory requirements, and other relevant information avallable & he
raporting date. Actual amounts setiied may differ from these estimates, and
nuch differences are moognized in tha pariod inwhich hey becoma Kncwn.

Defined Benefit Obiigations

The defined benefit chiigation (DBO) represants the presant value of
expected future payments required 1o sattle obligatons Tor the members,
The actuanal valuation of DBO involves significant assumpbons and
estimates including the discount rate, salary growth rate, and demographic

assumptions such as mortolily rales, dsabifty rates. and employes
turmover rates which are denved from histonical trends, published actusrial
tables, and Mansgemsnt's assessmant of fulure conditions.

The sctuarial valimtion was parformed using the Projected Unit Credt
Mathod, as required by PAS 18, A sansitivity analysis showing tha impact
of changes in key actuarial assumptions on the DBO s presented in
Nota 21,

suranoe Contrac! Liahiities

S55 datermines the aocuratn estimaton of Insurance Contract Liabilities 10
ensura the fulfiment of the 555 future ctrig:allm: io the members based
on the annual projection previded by Actusnal Departmant.

Logal ! ias

S5S is subject 1o varous legal proceedings and claims arsing in the
ordinary course of operations. Thess include but not Imited o, dispules
relaled 1o civil cases. taxation, property, and legal claims involving
individuals. Management continuously monitors these matiers and
engages legal counsal o assess potential oulcomes and thelr financial
implicaiions. Where the polential loss s probabile and astimable, provisions
ara recognized in the financial statements. The amount of the provision is
based on the besl avaitable Information, considaring factors such as (he
nalure of the cass, precedants, and tha currenl stage of the Rigation. Lagal
contingencies that are considersd possibla but nol probable are disclosed
as contingant Nabiliies unless the likelhood of an outflow of resmirces |s
remole,

As at December 31, 2025, no provisions were recognized In retation o
thess pending litigatons. This is due to the unceralnties involved ard the
Inability to reliably measurs the potential financial impactin accordance with
FAS 37, Logal contingencies are nol recognized but are disclosed Ih the
Maotes to the financial statemants in Notie 38 — Stalus of Lawsuits




4, CASH AND CASH EQUIVALENTS
This account is composed of the following

2025 2024
Cash on hand 44,200,463 1057515492
Cash in bank 12,357,863 246 4,164 678,744
Cash equivalents 32 575,961,826 25589 046,730

45.478,114.535 30,811,240, 960

Cagh in banks aams inlerest al tha respactive bank deposd rates. (nterest income aarmsd
from cash in banks and lerm deposits amounied 10 P2.143 billon and 71,755 billion as &l
Decembar 31, 2025 and 2024, respactively [sea Nota 24).

Cash aguivalents, which include tme and special savings deposts (TO/SS0), are made
for varying periods of up to B0 days, depending on the immediate cash requirements of
SS5, and earmn inlerast 8t the prevailing tima and spocial savings doposil miles

Interest rates per annum rangs from 3.0 per cent 1o 6.1 per cent for ime and special
savings deposils which are dapendenl on the tenor with overnight pincement @l the
minimum. Savings ond curent sccounts interest rales are elther non-eaming of aam
imterest up 1o 0.125 par cent per annwm.

In consideration of the banks making their deposit pick up faciity avallable to the 555, the
latier agreed 1o maintain an average daly batance of P1 millon and P10 milion with
Devalopmont Bank of the Philippines (DBP) and Land Bank of the Philippines (LBP),
respactively, in non-drawing Interest bearing current sccount/savings accounl (CASA)
with each of the banks’ sarvicing branches. As ot December 31, 2025, the restricied cash
balsnces. amounting to P349.057 milion are being held |n said banks to comply with the
required avernge daily balance under the deposil pick -up facifity arrangement.

As al Decomber 31, 2025, cash and cash equivalents include the amount of P5,B06 billlon
denominated In forelgn currencias, Tha impact of forelgn currency Nuctustions on cash
and cash equivalents during the year resulted in gains amounling to P311.075 milion,
Addiionally, Toraign exchanga rate gains amounting o P0.998 milllon were recognized in
connection with the cofllection and remillance of member conirtbutions and loan
repayments from OFWs,

5  FINANCIAL ASSETS
This account consists of the following:

51 Curremt Financial Assols

2025 2024
Financial assets (FA) at FVTPL
Equity sacurities 93,307 497,544 67337423310
Govemmant securities 73,481,268,605 82,299, 120,000
Externally managed fund 17,783,744, 280 11,405,150, 558
Investment in mutual fund 6.024,420,400 6,065 845 5365

190,596,930,829 167,107 530,512
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2025 2024

FA ol amortized cost (AC)

Governmant bonds 9,021,185579 31 607,025,000
Corporale bonds 5,551,010,000 7143822 07
Corporate notes 550,644,306 2,794 540,181
_Debanture bands 0 2413170775
15.722,818,045  44,048,658,673
Allswance for mpairmant loss {36,645,212) (38,101,423)

T5.086,174,733 44 010,557,450
206,783,105,562 211,118,006 862

The increase in FAs classified under FVTPL and amoriized cost was driven by
strategic investment decisions in response to favorable markel condiions. A
significant portion of govemment securities was classifiod under FVTPL due 1o
Intention 10 trade o the expacted drop in bond yields, consistent with the shor-lerm
trading classificalion under PFRS 9. Meanwhile, investiments m gevermmant
securites, corporate bonds, and cerain corporate noles were classfied under
amortized cost to align with the objective of holding these securities to maturity and
ensuring prediciable retums. The classification and resulting increase in FA roflect
a balanced mpproach 1o maximize-retums while maintaining fiquidity, safety, and
security in accordance with the S55 charter's investment fesgullrm Eenis.

The investments in bonds and notes are inifially recognized at falr value, which is
the purchase price, inclusive of any premium or discount. A premium anses when
the bonds and notes are acquired at a price highar than their face value, while a
discount arises when acguired ol a price lower than their [ace value. The premium
or discount is amortized over the remaining term of the bonds and notes using the
EIR mathod and s recognized as part of interest incoma in the SCI.

Cartain investments in corporate notes classified under amortized costincludga bolh
pasc-denominated and foraign currency-denominated assets. The forsign currency
denominated corporate notes are transiated into their peso equivalents using the
Bankers Association of the Philippines (BAP) closing rata as at the reporting data.

As ol December 31, 2025, the corporaie notes include P550,64 million in peso-
denominaled corporate notes. Thers were no Investments in foreign curmency-
denominaind corporate noles as &l December 31, 2025.

The fair value of FAs at FVTPL is measured using octive quoted markel prices,
recurming and Level 1 based on tha level of fair value hierarchy. They are measured
at fair value 1o properly reflect the changes and actual values of the assals in the
ket

Following its delisting from the Philippine Stock Exchange in 2023, the System’s
investment in a holding company was revalued using Level 3 Tair value
measuramants, The fair value was determinad through the Tangible Book Value Per
Share (TBVPS) methodology, ullizing data from the kwvestee's audited financial
stalements 1o measyura tha far value of its not assats. Undar this valuation model,
nel asssty gre computed using the total sguity sttributabls to common shareholders
al the parent company, net of intangible assots, divided by the number of

a1




outstanding common shares. The vahie obtained was also Tound 1o be closely
comparable with the valuation matrics of similar holding firms. The fair value as &t
Dacember 31, 2025 and 2024 I8 P3.151 billon. SS5 malntains the delsied
company's 2024 closing price pending the avallability of its audited 2025 financial
statemants and relsted notes,

Pursuart to Section 28-A of RA No. 11198, the engagement of seven local Tund
managers (LFMs) was approved by SSC, under is Resolution No, 10355 daled
December 12, 2018, io manage portion of SS5 Investmant Reserve Fund (IRF) with
total orginal deployed investment of PE.O0 billon undar the following mandates:
pure aquity fund mandate; pure fixed Income mandate, and balanced fund mandate.
As ol Docember 31, 2025, the managed fund ended at P17.784 billion due o the
income and additional investments managed by the thres LFMs.

Govammen! Securities undar FA &l FVTPL consist of fxed rate treasury notas
obtaimed from Bureau of the Treasury (BTr) on variols dates and are inlended for
trading purposes, with imerest rates ranging from 2.25 10 1825 par conl

investment i muiual fund s an investment vehicle that pools capital from multipie
investors 1o invest In a diversified portfolio of stocks, bonds, money merksal
insiruments, and other asssis managed by professional fund m . The
System's eniry Into domestic mutual funds was approved by (he Lindear
Resolution Noa 351 and 508-5. 2018, dated Apr| 25 and Jurme 20, 2018,
respectvely, with an initisl allocation of P3.000 billon, distnbuled squally &t P1.000
billion each among thres accredited mutual fund companies. In 2025, additional
placements were made across (ve newly accrediled domestc mutial Tunds,
spanning money markel, dividend yiald, index, and balanced equily fund struclures,
As a8t Docember 31, 2025 and 2024, the aogregate fair value of mutual fund
invesimants amounted o PE.024 bilion and PE.068 bilion, respectively

The costa of the FAs at FVTPL are ns follows:

2025 2024
Equity securtes 95933,721,283 2 00,040,413,758
Government sscurities T2,135,996,340 81,346,924 B46
Extarnally managed fund 16,145,000,000  10,500,000,000
Investment n mubual fund 6,118,955.799 5,866,760 B0G

180.333.673.022 164 562105410

52 MNon-Current FAs

2025 2024_
FA at AC
Govemmen! bands 453,358 330,403  320,760,429,942
Corporate bonds 67,039,537,374 38,105,273,643
Corporate noles 11,832 338,785 6 806,348 312
532,230 206,562 366,681,057 897
Allowance for Impairment (473,603,180) (120,223, 883)

531,756,603382 366 560,828,214




2025 204

FA st FVTOCI
Equity securities B1,899 868 263 81,815 949,527
Govarnment bonds 46 632 274 739 43 b6l 444 Da4
128,532 142.502  125.476,393 691
4 4 T.221.B05

Governmen! bondy, classified st amorized cost, Inciude foreign currency-
denominabed invastmants, winch are imnsiated inio peso aguivekents using the BAP
closing rate al the reporting dale.  As at Decamber 31, 2026 and 2024, non-currenl
govermment bonds held at amortized cos! amountad Io P8.313 bilion and P2.023
billon, respectively, Maanwhile, corporate noles 61 amoriized cosl amounted 1o
P2.352 bilion as of December 31, 2025, There were no fomeign curmency-
denominated corporats note investmaents hald as 8l Decambar 31, 2024,

The fair value of FA ot FYTOC! is measured using active quoted market prices,
classified as & recurring Level 1 measummaent within the far value hieranchy . Thay
arm maasured &l fair value to property reflect the changes and actual values of the
assels in the markel Subsequant changes in foir value are recognized In the OCL
The cost of the FAs as &l December 31, 2025 and 2024 was P168.162 billlon and
P167.030 bilkon, respsctively.

Tha fair value of & delisted equily sscurtes is measured using TBVPS. The foir
walue g5 a8t Decomber 31, 2025 and 2024 i= P 621 billon, S58 usas the 2024

closing price panding the availability of its sudted 2025 linancial stalemants and
riflated notas,

Notes and bonds eam interest af 225 fo 18.25 per cent depanding on the amount
and terms of the investment. Interest income samed from local investments in noles
and bonds at amortzed cost asat December 31, 2025 and 2024 was P29.577 billion
and P22 A29 hillon, mspectively (ses Nobe 24),

Mevermants in FA are as follows:
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6. RECEIVABLES
This account consists of the following:
025 2024
Curreni
Loans and rmecsivabie 100, THD, 83 4T2 170, 306, 771, 004
Lomie mcalvabls 140,112 429 102 283 430
Oitfer recaivables B8, 234,581 903 633,020
101,900,731, 262 170, 352 BEA 4773
Allpwance for impairmant (10 BE3 i) 8 141 100 530)
102, 7108, 530, 152 183,240 557. 581
Non-Current
Loans and recevakile 44 1T BXZ 410 AR (22 B4 380
Othar recaivatias 1,474 400 125 1,491,820, 1752
&0 292,118,543 4B 514, 064 123
Allowanca for impairment (23,163,169, 181) (22 A3 099 &01)
23,128 40, 363 3 910 671 532



Loans and recenvable account is composed of receivablos from shori-term member loans,
and housing loans due within 12 months. Il also includes contributions and premiums
receivabls, intorest, dividend, and sales contract receivables. The account recelvabie
collecting bank/agant ks now presanted under the Loans and recelvable account from i
previous classification under other receivables par COA Circutar No, 2021-005. Thass ara
measured al amortized cost, net of any provision for mpairment loss pursuant o PFRS 9
and the palicy guidelines on the recognition of ECL

The compaotition of the current and non-current poflion of Loans receivable is ns Nollows:

2025 224
Currrmrd
Loans meceivabis 130,633, 526, 540 127 071,481 478
Imter=st recaivable 11,555 B4E.TIO 8. 310 66T, 166
Contrdbuthon and premium mceeubibs 35,133 052,595 27,633,2568,120
Racelvabls-CHe/CAe 7,031,017 646 & 382,357,385
Dividend mecsivbie 103,052, T&T 172470, THa
Sales conbrac] recsivehis 35,088, 806 28 604,101
100, 760,083,472 170,088, 771,564
NonCurrant
Losns mecevnbie 22,203,621,299 23 ATH, (49,133
imtsrmst recevable e 12,581 0638 474 12,501 858, 474
Salmn comract recelvablo 1.430,153,280 1,297 307 06T
Loan to alher govemmeni comporation 0573268, 087 B 502,050, 104
Recelvalile coliecting banks/agents 130,720,408 155,650, 843
44,017,032.418 45 022, 543381

8 Loans neceivable are recognieed al amortized cost and composed of (he Tollowing:

025 5 2024

Membiar kans 140, 132 637, TET 14, T 210,715
Haouaing loans 9,001,008 THB. 570 hE2
Panglan loans 9,176,459 522 7, E24 SE2, 164
Commarzial and indusida loans 21,440,620 21,140,620

Program member assistance fof

devaiopment entrepreneurship [MADE]) 17,18, 220 1T, 218 23)
159,130, 548, 24T 180,347 540,811
Allowance for impaimment {9,354, 699,116) {(7.614, 118 662)

140,741,848, 131 142533 350 518

Member loans are receivables from salary, emerpency, calamity and separated
membér loans, educalional assistance joan program (EALP), siudenl assstance joan,
siock investment loan, privatization loan fund, loan to vocationallechnical students,
specinl education loan Tund and restruciured member lans grantied o 555 members

Salary loans camy an nieresl rate of eight per cant Tor initinl oans and those with
nan-avalled condonation, and 10 per cant for thosa with aviilled condonation pursuant
io OO0 No, 2025-008, effective June 18, 2025. Emergency loans include the ono-year
availment with a six-month moratoriem pursuant to OO0 No, 2025-030, effacke
Decembar 10, 2025. Calamity logns bagr an inferest rate of soven poar cent for initial
lsans and thosa with non-availed condonation, and 10 per cent for those with avadaed
condonation in accomignce with 00 No. 2025-017, effaclive August 1, 2025,



The Loan Restructuring Program, which ended . n April 1, 2019, covered the mermibear
borrowers affectsd by previous calamiben'disas'ers with past due calamity loans and
other short-tarm member icans. The total prinelal and accrued interest of all past due
short-lerm loans of an sligible member-borrwer were consolldatad inlo one
Resiniciured Loan (RL1). Penalties were condorad after full paymaent of oculstanding
principal and inerest of RLY within the approved term. Howewer, if the balance of RL1
is not reroed al the end of the lerm, the unpald principal of RL1 and the proportionate
balance of condonable penalty became pant of @ new principal balance undar
Restructured Loan 2 (RL2). Tha balance of the resiructured member loan as al
December 31, 2025 amountad to P18.134 billon, with accumulated impairment
provision of P1.202 billion,

MHousing Loans consist of REL and employee housing loans program (EHLP). REL
inciude five different products: Regular, Par-passu, Panicipating Financial nstitution
(PF1), OFW and Trade Union Member (TUM). Tha regular loan is a housing loan
program for coverad ampioyers and amployees, separatad paying membsars and sefl-
employed members directly granted by S35 since 1958, Parl-passu s & joint housing
loen program of tha 555 and the S55° accredited PFia which enables a member 1o
acquire housing unil cosling more than P1,000 milion. There are two funders for the
loan, S55 and PFl, who will share pro-rata depending on their loan exposure. Loans 1o
PFl s an S85 loan 1o adcredied financial nstiutions lke commercial banks,
investment hoises and financing companies. The REL for OFWs is designed to support
the Governments Sheller Program which aims fo provide sociakzed and low-cod
housing to overseas Filipino coniract workers. TUM Is designed 1o provide socialized
and low-cost housing o workers who are bona fide members of duly registered and
accredited workers” organizations. EHLP is a housing loan program offered o all S55
officials and employees which started in 1881, The interest rate for the EHLP is subject
lo periodic evaluation o reflect prevalling merket conditions. This review s undartaken
in accordance with 00 No. 2024-001 dated February 02, 2024 and SSC Resolution
No. 462-52024 dalted Seplember 11, 2024, which mandate the annual review and
repricing of intorest ralos basad on 12-month average of the 364-day Treasury Bill
rates. The curremt EHLP interest rate of five per cent per annum has been in effect
since November 2024, Effective Novembar 2025, the Inlerest rate was revised 1o 5.75
per cent per annum for risw housing loan applications and existing EHLP accounts
upon repricing on thedr loan anniversary detes.

Pension Loans are loans of 555 pensionars under the Pension Loan Program (PLP)
which was launched on September 3, 2018 to provide financial aid to qualified 555
retires peansionars by way of providing low-interest loans. The program was approved
by the S5C under Resolution No. 341 dated Aprl 25, 2018 and iis implementing
guidelines were issved under OO0 No. 2018-033 dated May 8, 2018. After 10 months
ol implemarntation, the SSC under its Resolution No, 428-¢ 2018 dated July 5, 2018
approved the anhancement of the program in terms and condiiions of the PLP, Amang
tha highlights of the anhancements are as follows: { 1) the maximum lcanfimit increased
from P32,000 1o P200,000; (2) the age of the retires pensionse at the end of the monih
of loan term changed from B0 years of age or below to B5 years of age and below; and
(3} longer loan repayment terms from 12 months to 24 months. The monthly
amortization of the pension fosn shall be deducted from the mohihly pension of the
pension loan borreawer in which the first monthly amartization shall become due on the
second maonth after the loan was granted. Pursuant to SSC Resolution No. 36-8.2024,



the Commission approved the edpansion of the 555 PLP o include tha surviving
SPOUSE [EnSIOners.

The interes! rete remains at 10 per cent per anpum untll fully paid computed on a
diminishing principal batance, which shall become part of the manthly amortization,
Loan releases for CY 2025 reached 170,901 amounting o PB.S2T hullion and inlerest
incoma recognized Is PTELOTO million,

Commurcial and industrial kans are loan programs adminisiored through a conduit
amangemeni with accredited PFis/banks and covered by the Omnibus Credil Line
(OCL). 555 makes avaiable tha program funds to the PFis, which will an<end tha
funds to eligible borowers/end-users. The programs ane baing implemaened scconding
to the guidelines, terms and conditiona in the PFis OCL

Program MADE are lcans releassdiresiniclured betwesn CYs 1801 o 188 1o
cooparmtives, which was approved under SSC Resolution No. 502 on September 7,
1889, in encournge the promatian of Uvelihood snterprises through community -based
organizatons lo croate and susiain jocal empioyment opporiunjies.

b. interes! receivable sccount represents the accrued interast from vanous 555
investments such as cash aquivalents, notes and bonds, and lcans and recenvables
which are siill uncollected m & the end of the reporting period, Likewisa, the penalty
recetvable account represents the accrual of peralty incame from vanous defnguent
loans. Thess accounts we crodited wheneser cash is collecled, ejther monthly,
quarterly, semi-annually or annually depending on tha interestpenalty payment dates
ol the investment. This Includes recetoble from the borrower (subject of Genaral
Register [G.R.| No. 240337) amounting to PE04.513 million based on 12 per cen [egal
inberest from Ociober 28, 1888 to June 30, 2013, and six por cenl legal intenest rele
from July 1, 2013 o December 31, 2023

As gl December 31, 2025 and 2024, the accruad ineresls ane a5 lollows:

- 2035 2024
Govamment notes and bonds 9,809,862,003 7.7/7 495612
Member loans 159,349 451 3122 503,183
Corporats notes and bonds 802,214 BBG 502,474 668
Debenlure bonds 1] 35,014 4
Receivabls from Private and Gov't Agencies B04,.512 692 B4 512 692
Cash aguivalent and shart-ienm monay

placemeant 67,830,935 60,707,231
Sales contract recesvabls 8,880,971 12,413,230
Housing loans 3185712 3,466,109

11,555,846,710 B,318,587.156
Allowance for impairment [520,047,129) (516.737.504)

11,035 700,581 6 801 840,650
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Loans and recetvables eam mierest at thesr respoctive rales, as lollows:

Interest rate (per annum )

Lomns recalvabls
Member loans 20t 11.0
Housng loans 3010130
Pansion loans 10,0
Commarclal and ndustrial loans 2510 16.0
Loan 1o other govarmmant corporation — NHMFC 40
Sales contract recetvable 6.0 1o 14.0

Non-currert inferest receivable mainly pertains o loan to National Home Morigags
Finance Corporation (NHMFC) amounting to P12.578 billonh and P12.575 billlon for
CY's 2025 and 2024, respectively.

in m latier dated January 17, 2025, 555 followed up on its December 26, 2024 meating
with the NHMFC, requesting thal the latler secure a confirmstion letter from the DBM
or Depariment of Finance. This request aimed to verify whether the P3.330 billion was
officially included under the Unprogrammed Appropriations of the signed CY 2025
Ganeral Appropriations Act (GAA) and o esiabiish o clear budgst relenss and
remittance schsdulo,

On May 18, 2025, from discussion with an Undersecretary of DBM, the P1.330 bilkon
subsidy is not part of the programmed appropriation. However, the inclusion of thas in
the unprogrammed appropriation was nelther denied nor confimed. As an
unprogrammed appropriation, It is subject fo availability of lunds II: 1) revenua targets
are met; and 2) the grants or forelgn fundings are ganerated. Furthermare, should funds
become available, the prioriies are socinl services (health, educition, and food)
Expectations should be lowered regarding whether this will be prioritized under the
unprogrammed appropriation.

A letter dated May 28, 2025, was received from NHMFC submitting a copy of DBM
approved Corporale Operating Budget (COB) of thea NHMFC for CY 2025, The
documents show P3.330 billon under the ine llem for National Governmant (NG)
subsidy, as well as the Special Allotment Reloase Order for tha release of the same
amount, The NHMFC also inquired on the status of legal opimon on the request for the
Officeof the Government Corporate Counsal's (OGCC) clearanca on the propartionate
condonation ol tha accruad interest and penalty of P12.575 billion,

A lotter dated Seplember 08, 2025, was received from the NHMFC in response 1o the
SSS. In its reply, the NHMFC conveyed that the DBM is awaiting the BTr reporl on
axcess ravenus before acting on the request. The NHMFC also advised the SSS o
coordinate directly with both BTrand DBM o faciitate the releass of tha P3.330 billion
aliocation under the 2025 GAA

On Oclober 21, 2025, fermal letters were transmitied to the B8Trand ihe DBM 1o fallow
up on tha stetus of the report regarding excess revenua. The BTr has confirmead the
submission of the Excess Fund Report 1o the DBM. Currently, the DBM Is reviewing
the report to detarmina the allocation of axcess funds under various Unprogrammed
Appropnathons.




On December 30, 2025, the NHMFC rovided an update regarding thie P3.330 bifion
subsidy from the NG, NHMFC has m t recaived confirmation on whether the subsidy
will be released before year-snd. They vl continus to follow up with the DBM regarding
the panding budget allocation for year (025,

The SSC approved SS55' participal on and ivested in various Home Guaranty
Carporation (HGC) {now Philippine G aranies Corporation or PGC) guaraniesd Assel
Participation Carificates (APC) from CYs 1885 to 2000. However, the Asss! Pools
falled 1o service the regular interast du. « 1o the APCs. In view ol this, the 555 decided
io call on the guaranty of HGC from Noe amber 2000 1o Juty 2001, The HGC was unable
to pay the guaranteed obligations in i | and partially setled it through the issuance of
dabentura bonds and the transfer of 1 lots through Dacion en Pago. From CYs 2005
\p 2013, comespondence was transmifl «d and meetings were conducted, betwesn and
among SS8, HGC and the DOF. Upor: approval of the SSC under Resolution No, 858
dated November 27, 2013, 555 formally filed with OGCC the Petition for Arbitration
and Adjudication versus HGC (Arbitration Case No. 2013-004), The amount subject of
arbitration was P5.240 biion covering prncipal, HGC-guaranteed inlerest, and
compound interest. Therealler, negolistions continued between PGC and S55 uniil an
agreemant was reached with 5SS condoning 4.972 par cent of the guaranieed interest
resulting In & seitement vakig of P4.813 bilion. The Memomandum of Agreement
(MOA) was executad on August 26, 2021 1o sette all disputes and 1o put an end Lo the
arbitralion case. Upon approval of the MOA by the Department of Justice [DOJ) on
December 23, 2021, PGC shall pay 558 under the following terms and conditions:

Cash payment

* Upon anproval of the Departmant of JusticeSecretary of 1,100,000,000
Justice (DOJ/S0J)af the MOA with lixed interest rate of
201 per cent per annum (p.a) from Oclober 31, 2020 to
actual payment dale

Deferrad cash payment
# Year2io4 (P100 millon per year) 300,000,000
» Year§ 200,000,000

With fixed interest rala of 3.0 per cent p.a., payable semi-
annually, 1o be computed basad on actual number of days
allectve Oclober 31, 2020

PGC Debenture Bond — Backed by Sovereign Guaranty

# Year 110 4 redemption (P200.000 milion per year) BOO, 000,000
* Yoar 5 (balloon paymant of balance) 2413170775
With fixed internst rale of 3.0 per cent p.a. payable semi-
aninuadly, o be compuled based on actual number of days
effective Cclober 31, 20020

Selllsmant value { October 31 4 813,170,775

The iotal abligation of PGC, amaounting to P2.435 kkilion, Including principal and interest,

was fdly seftlod on November 3, 2025. No balance i85 outstanding ns ot Decamber 31,
2025,
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r. Contrnibution and prevmium receivabio nocoount epresents aocruad recavables due
for the next month which |s the next calendar yer  following the policy approved by the
SSC (ges Note 2.12a).

d Recavabies — collacting banks (C8)/collect ng agenis [CA) account reprasanis
peernium contributions and loan payments collec 8d by accredited banks and agenls
but nol yel remitted fto S55S. This accc ni s debied upon receipl o
collection/remittance datalreports thal are electro ically transmitied by the CBs/CAs
which are uploaded by the S55 Data Center Oper tiona Departmaent fram the different
CE«/CAs servers and is credied for the total emittances appesrng in the bank
stalameants,

2.  Dwidand recedvable are cash diviilends aamiesd bul not yet received on shares o
stocks that are hald as linancial assete at FYTPL and financml assets at FVTOC!,

.  Sales conirect ecaivalle are conlracts arslr g from Desds of Conddional Sale
axecuted by the SS5 with properties undor NCAF FS and IP to various buyers of the
said proporties.

g Losns fo other governmeni corporaiion rel #5 to loans granted to NHMFC as
mandated under Executiva Order (EO) No. 80 to b2 the major government home
mortgage institution whose initial mam funchion was to cperate a viable home morigage
market. utiizing long-term funds principally provided by the 555, the Govemment
Service Insurance System and Home Development Mutual Fund (HDMF), io purchase
martgages ariginated by both private and public Institulions within the Unified Home
Loan Program (UHLP) guidelines. In accordance with the mandates of EQ No. 80, the
S5C in lis Resolution No. 509 dated August 4, 1888 approved (he grant of long-term
loans 1o NHMFC for low-incoma S55 membars. Total Ipan releases from CY's 1988 o
1885 amounted (o PI0.075 billion with total housng loan borowersbenoficianes o
135229,

In CY 1896, a substantial number of UHLP borrowers defaulted on thelr payments to
NHMFC, consaquantly causing NHMFC todefaull on its obligations 1o S55. To atdress
NHMFC's deterorating financial position, the parlies execuled 8 Memorandum of
Agreement (MDA} an June 5, 1996, Subsequently, on December 17, 2003, the SSC
under Resolution No. 684 ed the restructuring of NHMFC's total obligations
amouniing 1o P40.515 bilkon, en down Into; principal (comprising low, moderate.
and high delinguencies) - P27.5940 billon, accrued intersst - P11.081 hillon @nd
Penalty — PLE14 billion. In sccordance with the Restructuring Agreement, the nccrued
interest and penallies were not capitalized as part of the restructured principal and are
scheduled for sstilement only upon full payment of the principal obligation.

As at Dacember 31, 2025, the total outstanding obiigation of NHMFC ks F21,148 bifion,
broken down as follows:

Principal B.573.268 897

Interest 11,961,415,091

Panalty 814,104 940
21,148, 785,825




Lesase receivabie consists ol operaling leass recevables lmom contracts of jease executed
with the lesseas. |t represents accrual of rental income (rom enants af S5S which are
collectible within a year. Rent/leass Income is derived [rom Invesimenl propartiss, ROPA
and operating assels, and recognized a total ncome of P1.417 billen and P1.220 bdllon

as al December 31, 2026 and 2024, respactively (see Nole 33).

2025 2024

Curreni

Crparaling lease recelvable 140,112,829 102,283,435

Allowance for impairment (113,822 506) (83,752,810)
26,290,323 18,530, 629

Other receivables include receivable from a borrower amounting
based on Supreme Court Decision dated September 21, 2022 which resolved o dany with
finadity the Motion for Reconsideration on G.R. No. 248337 dated July 8, 2021,

Other recaivabies consist of tha lollowing

to PITS.000 millkon

2025 2024
Curront
Penalty recaivabile 501,280,588 422 540 520
Recewvables - disallowances/charges 20,618,743 23 456 147
Insurance claims recalvatia 7,569,237 1]
Due from officers and employess 11,288,180 13,332,585
Other recelvables 418,478,211 444 503 368
99,234,961 803,833,020
Allowance (or fmpairment (354 B79.313) (4T 844 601)
Bi4.355 648 555,888,419
Non-Current
Dws from officers and employees 9,237,308 45,871,833
Otham 1,445,248 819 1,445 248 819
1,474,486,125 1,491 220,753
Allowance for impairment (369,505,172} (369,505,172)
1,104,980,953 1,121.715,580
Penally recenvable |5 broken down as follows:
2025 2004
Penalty Rocolvable
Member loans 480,667,951 420 048,275
Housing loans 5,442 f.,059
Rental recasivable 2,046,802 1,535,648
Sales contract rocelvablo 536,049 51,037
Corporate noles 18,024,344 (1]
501,280,580 422540920
Allowance for imparmasnt (45,585,80T) (42,204 BA7)
455 B84, TH1 AB0 246,238
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Roceivabio —= disafowances/charges are disallowances in audht due from 555 officiaks
and employees which have become final and execulony

Insurance claime recalvables partain to the amounts dus from insurance companies for
the unpaid pension oan and houming |oan balances due to desih of the pensoner-

borrower and member-borrower, respeciively.

Due from officers and employess are the amount of claims recetvable rom 5SS officers
and amployeas from Productivily Incentive Bonus (PIB) refunds, car loans,
hosplialization and other recelvables due from officers and employess.

Cither receivabies consist of accounts such as:

2025 2024
Current

Sale of financial assets 2,949,269 0
Suppiiers croditatle tax 5,804,170 11,178,585
Mutual fund management fee rebate 5,837,126 5942613
Privale and Governmmant agoncins 375,000,000 375,000,000
Oihers - 48 B8T 644 52 382.230
438,478,213 44 503 368
Allvance for Impalrment {309, 283, 506) {305,640 919)
125,194,707 138,853 448
2025 2024

MNon-currant
Recenvabls from PESO Fund 50,000,000 50,000,000
Recervable from WISP Plus Fund 1,000,000,000 1,000.000,000
Privale and Government agencies 385,248,819 455,248 818
1,445 245 819 1,445,248 819
Alloweance Tor impairmsnt {3159 243,365} (358,263 365)
1,085,985.454 1.085,985,454

Cther Recenvabies ansng from the sale of financial assets pertain 1o equity securities
which have been sold bid remain uhpaid as of reporiing pariod.

Recatvable-Supplier’s creditable fax is debiled 1o recognize the amounl of creditnbls

withhalding texes (e.g. expanded withholding tax and VAT on year-end accrued expenses

that hawva nal yel been deducted from the payments o suppllers bul remittance to BIR in

mn‘:fuﬁ'lnu manth will ba advanced by S55. This account is credited upon payment o
A

Mutusl fund management fee rebals represents refunds nol yel converted into addifional
shares as at the repoting penod.

Frivala and governmant apencies s composed of recolvable from a domestic com pany
engaged in hotel, lelsure loursm business basad on Supreme Coun Declsion dated
Seplamber 21, 2022, wherein, ihe court orderad mutual restituion betwaen SSS and the
company,



S

Ofhers include recalvables from e-wallel deposits and receivables due Trom GSIS for the
amount paid on insurance coverage of some investment propaerties subjlecied to double
insuranca coverage with both GSIS and a private insurance company. Il also ncludes a

raceivable from a corporation for the refund of liguidated damages amounting to P2R.07T7
million which was disafiowed by the COA based on Molice of Disallowance [NDO)
MNo. 2023-01 (2022) dated June 19, 2023,

Recaivable from PESO Fund & the amount of seed capital provided to the PESO Fund
program for its initial operations.

Receivable from WISP Plus Fund is ihe amount of seed capital provided to the WISP Plus
Fund fior its imtial oporations,

These recedvables represent distinct financial obligations of the PESO Fund and WISP
Plus Fund to the Sysiem. In accordance with PAS 32, offsstting s not sppropriate as there
15 no legally anforcaabde nght 1o offsat the recognized amounis or an intention o sotike on
a net basis. Although these funds opernte under the umbralla of the System, they are
rented as separate and distinct, each with its own specific purposa and restnctions.

Alowance for impairment on ECLS for curment and nan-current receivables is measurad
depending on the cred|l exposures and credil risks

Oetalls of allowance or impairment on current and non-current receivables are as folows:

RS 2024
Curren
Logrs receivalls 0,202 844 Y082 7.154 BAS 915
Interest receivanle 520,047,126 518,727,604
Opersing leass mecelvable 113, 522, 508 B3 752810
Oither recalvanlos 354,879,313 347 0a4 511
0,10, 501,110 8.142.330.830
2025 20324
Non-curmeni
Loans rocaivaile 1,191, 754, 054 10223, 777
nlEres! recelvable 12581, BER, 47 12,5601, 808,473
Lomm moevabbe—o ther govemment
comparalian 8,573, 760, BDE B, 592, 058, 103
Lslas contract mceivable 134, 301,655 327 866,045
Hecalyahle — collecling bank/agant 112,470,001 1140, 051
Oihae recaiveblas 360,505,172 308,505,172
25,163,168, 181 Zsmone)

Movementsin Allowance for Impairment Loss on current and non-current receivables for
CY 2025 are as follows

Balanoe, Anillonal AlEoramry ! His|mncm,
Jdmtriamiy 1* Prowsion Feserma Dimomsr st 31
Loany receivabie ST A A0 BAE 1,680 008 08 = ETE TS 21 518 855200
Lieass receiviabibe B3 msamn 30075 342 L BB 113 B33 508
Ottt mecmivahing 717,440 773 28 8f 1 268 21 936 558 T2 e 85
ﬂh?-l-ﬂ 4TI 431 1.?&&}1,9‘-’5 116806115 32 364 852 291

= -
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The impalrment provisions as ot December 31, 2025 and 2024 amounted 10 P1.725 billon
and PE.732 billion, respactively, and ame recognized in the books using the guidelinas in
recognizing and maeasuring credit impairmant sat forth in Nole 2.3 2.5 basad on the
approval of the S5SC in ils Resoluiion No, 41-5 2021

7. [INVENTORIES
This account s composad of the Tollowing:

L - &
Office aupplies imventory 43,135,195 63274111
Accountable forms inventory 3,001,548 5,606,310
Drugs and madicines 58,380 §7,303
Medical, dantal and laboratory supgplias imventory 1,331,538 1,748,791
48,526,670 0,726,515

Allowance for impairment (3,052,469) (3,052 459)

46,474,201 B7.674,048

Supplies mnd materials issued and recognized as expansas during CY's 2025 and 2024
amounted to 2130954 milkon and P213.377 million, réspoctivaly (sea Noba 29).

The amount of allowance for CYs 2025 and 2024 are as follows:

2025 2024
Dffice supplies inventory 2,251,328 2251228
Accountable fams Inventory 801,141 801,141

3,052 460 3,052 468

8. NON-CURRENT ASSETS HELD FOR SALE

This sccount Is composad of the following:

2025 2024
ROPA - acquired assets 286,738,157 272,161,488
Allowanca tor impairmant (B04.254) (1,255 854]

285.933,903 270,905 534

The movement in NCAHFS durng the yoar is as fallows

2025 2024

Carrying smount 272161488 751,144.105
Accumuialed impairmaent loss (1,255 854) (1,B83,674)
Net camying amount 270,905, 248 360,131
Translers 81,320,552 126291275
Cancellation/adjustmenis 26,747 4T3 18,347 B34

(93,261,847) (123,984 452)
Impairment, nel {lossrecovery 222 086 (8,154)

285933 270




The movement in the allowance for iImpalrment is as follows:

2025 2024
Balance, January 1 1,255,854 1,883 674
Additlonal Prowvision 1,020,110 317,798
Recovery/Reversal {1.242,196) (308,644
Translers/Cancellation/Adjustm ents/Dispasals (229 514} (637 F74]
Balance Decembaer 31 BO4.254 1,255 B5A

The NCAHFS i= maasured at the lower of s camying amount and of far value lsss cost
fo sefl, The far values are moasured based on the ssssssment of intermal or extamal
experts, These valuations are non-recurming and considered o be level 2 and 3 based on
The leval of fair value hizrarchy, The NCAHFS is onginally intended 1o be disposed for a
period of one year. However, If the sale of the assel s extended beyond one year, the
axtansion of the perod required to complete the sale on the aszal doas not praciude the
assat from being classfled as held for sale I the delay = caused by the evenl of
circumstonces beyond entity’s control and there s sufficient evidence that |t remains
commilled to ssll the asset. As at December 31, 2025, the impairment loss of P 1.020
million and recovernesireversals of iImpairmeant loss of P1.242 millon are recognzsd in
profit or loss. .

Had there besn no mpairment, the camying amount of the NCAHFS as al Decombaor 31,
2025 and 2024 are as Tollows:

2025 20124
uired nssetsregisterod 286,738,157 272161 488
As o December 31, 20256, the account com 342 acquired propartins with o total met

camying amount of P285.934 million, dstnbuted among the SS8S regional clusiers as
follows:

Mo, of Impalrment Met book
Regional clusisr Ry Book vaiug ek wotkii
Marham Lison ) 4 505 0564 (412, 744) 4, (M2 80
Conirml Lizon 25 i, 283,207 {163, BaG) B, (68, 408
NCH 58 60,018,914 i B0 018,514
South Lizsn jrL] 22473 288 0 232 473 288
Carirml Visnyas | 10,8041, 513 0 10,806,810
Weslem Visoyas 18 7,128,527 ] T 128 627
Manhem Mindanao 26 14, 635, 067 ] 1l E26,.087
Southam Mindanao 174 1568, BEE G681 (201 .621) 166, TH2.060
Wesi=n Mindenao i B24 BA5 8] 224 gig
Total :I-I! Eﬂltiﬁ' il‘.llll.'rll EI:I!-‘HIJ

The Southern Mindsnao Cluster accountad forthe largest portion of the NCAHFS portfolio,
representing approxmalely 58,82 per cent of the total net carrying amount. impalrment
lossae recognized as st Deceamber 31, 2025 portained only to properties lacatsd in the
Narthem Luzan, Ceniral Luron, and Southemn Mindanao Clusters.
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NCAHFS includes ROPA which are held for sale If its carrying amounts are axpected 1o
be recoverad principaly through a sale transaction mther than through continuing use. As
at December 31, 2025, 555 sold 108 properties (hrough cash and installment sales,
generating a gan on sake of P118.532 million, which forms part of the P1.420 billion gains
peneraled for CY 2025 (sea Nofe 23),

NCAHFSROPA can be leased out momentanty while waiting forits sale to maximize its
potential income. As st December 31, 2025, 117 ROPA with a total book value o
P137.317 milion are being leassd oul under & cancellable leasa confract thal can be
tarminated anytime without any penalty imposaed 10 S55. Rentnl income recorded as al
Doecemnber 31, 2025 and 2024 amounted to PAS30 milion and P21.801 million,
respactively.

NCAHFS properties thal are unsold for more than one year with camrying book value of
PO2 654 million were reclassiflod o Investmant Property besed on the Guidalines on the
Classification, Reciassification and Recording of S55 Real Estate Properties approved by
the SSCon June 10, 2020 under Resolution Mo. 202-s. 2020 and P169.709 million book
value of IP registered accounts were consolidated and fransferred to NCAHFS. There are
no transfers or sale of NCAHFS to govemment and non-profit organizations. All properties
ware s0ld to privote individuals (sea Nate 10).

. OTHER CURRENT ASSETS

This sccount is composed of the fallowing prepayments:

2025 2024

[As restated)

Advances to conlraciors/supplers 2,625,929 5,133,450
Prepaid ren TO8,061 1,506,640
Prapaid insurance 0 B4 403
Other prepayrments 7,249,145 132,161,978

10,673,135 130,746,562

Advances lo confraclors/supplers represents the P3.000 milion cash deposit o
Procurement Service (PS)Philippineg Government Electronic Procurement System
(PhIGEPS) intanded for the Government Fares Agreement (GFA) and P2.500 milion furd
deposil to E-Wallel of Vinual Siore. This is an initiative of the DBM and the PS-PhIGEPS
thast will ensure fast, efficient, flexible and savings in tme, energy and money when
processing the alr ransportalion needs of all government officers and personnel of thes
domesiic rps.

Other prepayments nclude advance payments for 2025 real estale lax and credilable
withholding tax withheld & source from rental or offwr Services deducted by an entily
designated by BIR as suthorized agant




10. INVESTMENT PROPERTY

This account is composed of the following

Lo HM Total
Balance at January 1, 7025 B TT0.R10.307 W 5004305156 2 W0.370,060, 748
Trinsfers [H1.320.553) (1 120 553
Additkona 100,342,138 G, TIT 757 178078 803
Olspasats [113,153 533) {20,034,830) {133,188 463)
Adjustments (10,007,903 10997 901
Fabr valus gain 23, T58452.293 1, ROE DAY 061 4,560,528 384
Balance st December 113038 104.434,181.257 10357008733 114,781,167 590

Land Bagiidin Tiomi
Balancs al January 1, 2031 TOAI0 0BG 064 D27 37 %,:57 RE 736 357701
Tranafern [TIB.Z01.2T5) i) [12R281 278)
At s B 06 134 B215610 AEEG1Y 746
Disposais (107 4D, 1086) i (107 404, 194}

uskmant (0,311,506 i} (20,3711 .504)

Falr vadum glihﬂiﬂ'ﬂlj 4 HEY A4 B6G Irﬂﬂjﬂ"ﬂﬁj a4 100187 180
Eslanes 81 Decsmber 31 ig"‘.l BT H-"Hli'ﬂ? 508 .E.l“':ré'lﬁ EEE.F'E Uﬁg-lm

The costs of investment proparties ([P) ns ot December 31, 2025 and 2024 ars P14.065
bilion and P14.024 bilion, respeciively, The increase in the cost of IP In 2025 was
aitributed o the-iransfer of IP registered socounts with book value of P169.708 milion lo
NCAHFS, wherein the Transfer Centificates of Title (TCT) were already transferred in the
name of 555, whils NCAHFS amounting o PS2.854 milllon, which remained unsold for
more than ane year, were fransfemed (o IP (see Note 8) and the sale of Balla Villa and
DM, Consunji, Inc. Pionser Corporale Center properties and the derecognition of the
Green Meadows property based on Supreme Court notice dated September 21, 2022
;ﬂ;’mh resalves o deny reconsideration wilh finality on G.A. No. 248337 daled July 8,
1

That following amounts are recognized in the SCI

2025 2024
Nat gain on fair value sdjustment 24 560, 535384 4108,187,160
Rental incoma 1,394 438 2094 1,183,350 214
Penalty on rantals 45,583 483 4,846,788
Gain on sale/disposal 62,999,49] 38,757,370
Imvestment axpenses (280,236,022) (146.481.248)
tmpairment (oss — remtal and penally receivable (30,40, TBA) (B.225.756)

25,752.890.B44 5,178,434 488

The rentals or sale proceeds from investiment properties are subject to the restriction
provided under Sections 25 and 26 of RA No, 11199, which states that three per cent of
other revanues shall be used for administrative and operational expens=s. All evenues
that are not needed 1o meel the current administrative and operational expenses shall be
accumulaled in the IRF. Aa st December 31, 2028, there wore 100 investment properties
sokd which generated a net gam of PEZ.585 million
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The impairment loss - rantal and penalty receivabls incraased in 2025 primarily due to the
increases in number of dainquent acoounts.

Part of the direct operaling expensas incurred wera for the investment proparties as at
Dacamber 31, 2025 and 2034 amounting to P268.715 milion and F141.380 million,
respecinely.

11. PROPERTY AND EQUIPMENT

This sccount is composed of the followng
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The most recent revaluation was conducted in CY 2024, by an independent appraiser,
The property revaluation reserve amounted o P10.5%4 billkon as ot both December 31,
2025, and 2024, As al the reporting dates, (hess resenves rem.ain unappropristed and are
not sublect to amy restnchions. Had the land been camed under the histoncal coat modad,
is camying amount would have bean P265 4868 millon as sl December 31, 2025, and
2024

Rental incoma from a portion of five Proparty and aquipment under a capcellable laasa
agreament as al Decembsar 31, 2025 and December 31, 2024 which amountad 1o P13.216
milion and P14.818 milion, respectively, were included in tha SCL The porion undsr
lsase cannal be sold separately and s insignificant, thus, remains as Praperty and
equipment

As at Decembear 31, 2025 and 2024, the total carmying amount of fully depreciated Property
and eguipmeant that are still In use are PT3.TEE million and PG1.444 milllon, respectively.

Inchsded in the Property and equipment account are 11 artwork llems with orginal cost of
P1.545 millon. S55 artwork ilems are clessilied as office artwork and recordad al cosl
basad on 5535 00 No. 2020-004,

12. INTANGIBLE ASSETS

This account is composad of the following

2025 2024

(As restaled)

Cost 820,528,483 001,178,483
Accumuiated amortization (682,947,732) (619,484 050)
Accurmulated impalrment loss (49,896,000) (49,896,000)

187 6BA.T61 231,798 443

Tha movement in intangible assels duripg the year s as follows:

2025 2024
Cost
Balance at January 1 201,178,403  OB0,B48,375
Additions 19,350,000 55,745,485
Ralirement/disposals’cancaliation 0 (135415377}
Balance at Decomber 31 920,528,493 901.178.403
Accumilated smorization =
Balance at January 1 619,484,050 694 351 873
Amortization charge lar the period 63 461,682 64,147 553
Raliement/disposaiscancoliation 0 (135.015378)
Baiance ai, December 31 GE2.84T.7T32 610484050
Accumulated impairment loss
Balance al January 1 49,896,000 40,096,000
MNet book value, Decamber 31 187,684,761 231 798,443




Intengibke assets with definite and indefinite e include bath compuler softwemn and
licenses. The carrying amount of iIntangible assets with ndefinite ife as at December 31,
2025 and 2024 is P50.311 million. These nssets are considared (o have an indefinite e
based on Management's assessment that there s no foresesable limit to the period over
which they are expectad to genarale nel cash inflows.

All Intanglbles wilh dalinite |ife are amortized either over a period of five years or with 20
par cant annual amortization rate. As at December 31, 2025 and 2024, the total cost
amount ol Tully deprecisted/amorntized Intangible asssts (hal are sl In use are P5E0.576
miflion and P560.035 millon, respectively.

There were no intangible assels acquied through government grants during tho yoan
ended Decamber 31, 2025 and 2024, The entily does nol carry intangible assels al
revalued amounts, Al intangible assets are recorded ot cosl, less accumulolod
amorizzation and impairment [osses,

13. RIGHT-OF-USE ASSETS

This accouit s composed of tha Tollowing.

2025 2024

Cost

Balance al Janugry 1 1,031,672.643 1,479,391 281
Additions 113,204, 681 62,160,805
_Relirement/cancellalions/disposals/adjustments (388 GGO0,481) (509 87T9,441)
Balance al Decembor 31 756,216,843 1,031 672643
Accumulsied deprecition

Hatance ot Janusry 1 687,519,014 938,052 802
Deprociabon expense 187,366,041 294 112,761
Ratirement/cancallationsidisposals/sdjustmants {3E4, 366 419) {494 846, 5408]
Balance at December 31 500,518,636 697 519,014
Carrying amount. Decamber 31 255,698,207 334,153,629

Right-of-use (ROU) assets primanly consist of kased office spaces used for the
operations of the 555, including branch offices, service offices, regional offices
procassing cantars, the Dmta Cemar Operstions, and the Foreign Offices. The decreass
in tha cost of ROU assols during the year was mainly due to the retiremeant, cancellation,
and termination of lease contrects upon expiration or replacement by renewed |lease
agreamants.

ROU assets are depreciated sach year on a straight-dine basis over the term of he lsans
{soe Nolp 16)




14. OTHER NON-CURRENT ASSETS

This accourt consists ol the following!

2025 20024

Crapasis 7,542 224 N7 101,927 673
Other assats 282,537,987 277,008,372
8,224 TE2.904 378,936,045

Allowance for Impairmant — olher assete (52,447 572) (63, 183 A08)

8,172,315,332 315, 752 147

Deposits account is recognized for the amounts received as deposits for telephons lines,
waler connection services, meter doposits. office rentnl deposits. and an inttial payment
of 20 per cent amounting 1o P7.837 bilion, for the acquisition of five parcels of land with &
total area of 133,008 square matars from a private resl estats developer within the 265
hectare Pasay Reclamation Project.

Othor assefs account consists of fire insurance premium (FIP), morgage redemption

insurance (MRI) advanced by SS5 for properlies morgaged o the SSS, advances (o
lomclosure procesdings and property Eaxes

15. FINANCIAL LIABILITIES

This acocounl consists of the following:

2025 2024_
Accounts payable a75,061,697 046,436, 790
Accrued operating expensas 1.740,585,029 1,240,356,738
Accruad benafit payable 631,020,995 52T, 772,136
Claims pay-oul payable 2101774 2289813
Intarest payable 75,724,611 75,724 611

5424554116 2.792.580.008

Actourts payable and Accrued operating expenses comprsa of S55° abligations payable
o members, suppllers, employees and officlils and loan overpaymenis relaling lo salary
aducational, catamily and sepamind member for refund 1o mambar-borrowars.

Accrued benofif payable represents the 555's obligotion o members for rebremend
pension benelit claims. This includes the accrual ol beneflll expenses for sickness,
maternity, unsmploymant, relirement, disabllity, death and funeral benelits based on S5C
Resolution No, 161-s. 2021 dated April 8, 2021,

Ciaims poy-out payable partaing o unpaid insurance claims of policyholders composed o
pramium liabsity, Tira/sarthquake clalms incurred but not yel paid and incurred but not yet

reporied.
Inferast payable pertnins to S55's obligaton 1o borrower, for intanast that has aoorued &s

a resull of the Supreme Court ruling under G R, No, 240337, This represants an interest
axpenss and liablity on the part of S5S, comasponding 1o the interast income recognized
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by the bomower pursuant to the Court's decision requiring 555 o return the underfying
deposits with interest

16. LEASE PAYABLE

This sccount consssts of the following:

2025 2024
Current lease labilites 151,538,314 174,747 810
Non-current |sass llabilithes 152,638,753 221 767226

304,175,067 395,015,045

Leass Payable account represents the lease liablity for the right to use the undarying
lease assal up to the end of the lease contract in accordance with PFRS 16, The
mavement in lease liabillies during the year ks as follows:

2025 2024
Badance of Jenuary 1 395,915,045 624,176,122
Selupfadditions , 113,204,681 62 160 BO5
Lease payments (193,557 ,885) (260,862.881)
Retirmmant/cancefation/adjustments (11,286,774} (20479 001)
Balance sl Docember 31 175,067 3685015045
Clirrant ase LaDimes 151, T74,147,81
Non-current l=ass lshilites 152 638,753 221,767,226

Interest expense recognized on the lease sbilty amounted lo F24.235 milion and
P30.137 milkon as al Docomber 31, 2025 and 2024, respeclively (see Nole 30).

Tha associated ROLU assets In Nole 13 are measired al the amoun] egual (o the |ease
linbility at initlal set-up, adjustad by the amount of any prepaid or accrued lease payments
ralating 10 the Inase recoghired. There wera no onerous lease contracts that would have
required an adjustment to the ROU assets at the date of initial application.

The ratirementcancellation represents the romeasurement of lease linbilities resulfing
fram the relocation of certain branch offices belore the expiration of thelr lsasa contracts.
Adjustments represant cormections for overpayments and undérpaymeants of laase
obligations identified durng the year,

S55 a3 a8 lesses maintains 87 lease contracts with variable terms rangng from mors than
one year 1o 12 years that are recognized as ROLU assals and lsass kabiies, while 32
contracts with terms of less than one yesr are recognized a5 an opsrabng exlpense.

Future minkmum |ease paymenis as at Decembar 31, 2025 are as follows:

Minimum lease payment dus

Within ona yoar Mors than one yoar Total
Loass paymants 147,725 566 152.638.753 SO0, 363, 315
IrilisreEl axpanss 11,734 387 7,906,186 21,644 573
Tokanl cash it 161,463 953 160,544 938 I 008 892




17. INTER-AGENCY PAYABLES

This account is composed of the following:

2025 2024

Due to BIR 763,185,511 185,523,039
Due o GSIS 202,145,335 108,340,575
Due to PhilHealth 56,135,960 19,852,960
Due {o Pag-1BIG 7,073,309 7,070,608
Due io Local Govermment Linit o 48
1,118,560,135 318,787 236

Due o BIR inchides, amang others, VAT payable and other taxes withheld for remittance
that were Included/dsductad In Decamber 2025 and are to ba remitted In January 2026,
Tha VAT sxemption of S55 was repealed by Section 86 of RA No, 10863, also known as

the TRAIN Law effectve January 1, 2018,

Dus o GSIS, Dus (o PhiHealth, and Due to Pag-IBIG include conlribulions to GSIS,
Philhealth, and HOMF which were deducted from the payroll of 555 emplayees

18. TRUST LIABILITIES
This account is composad of the following:

2024
2025 {As restated)
Funds held in trust

Officials and employees 643,642,181 547 686, 104
Sormowers and other payors 25427 655 B1,654,709
Suppliers and credilons 6,534,650 8,140,078
Soo provident Tund and medical Insrance 59122018 2 B80S 87r2
Dividends - stock invastmeant loan program 649,757 G40, 767
Flexi-fund 17,180,651 14 382958
SBWS from NG (1] 11.000
Customers’ deposits payabile 330,694,910 312,155,287
Glamnty/security deposits payabla 318,915,565 236, T50 636
Payable 1o WISP Fund 234 484 088,114 143 691 267 042
Payable o Flexi Fund 1,124 457 460 1,200,898 952
Payable 1o Peso Fund 192,702 959 167,804 681
Payable 1o WISP Plus Fund 2,027,137,297 1,161,307 564

Payable to Employees’ Compansation (EC}-
SIF Fund 1,780,329.667 (42 227 564

241,040,882.904 147.405.311.526

Funds hald in trus! (FHT) from officials and smployess include amounts deducted fram
employees payroll other than statutory and mandatory deductions, such as provident fund
contributions, loan amorization repaymonts, association duss, and similar lems, which
are remitied the folowing month 1o private entiies. It also includes among othars the
amounts deductad from thelr ssparationrefremant claims for (he benaflts received bul



subseguently disallowed n audd, which amounted fo P558.003 milken ang P315250
million, as at December 31, 2025 and 2024, respectively.

FHT from borrowers and other payors are paymants recelved for rental deposits from
tanants, and surety bonds from collecting agents and are rafunded after expiration of the
conirach.

FHT from suppilers and creditors are payments of liquidated damages from suppliers and
confraciors with prolest and ssle of bid deposits 1o bdders. Amounts are ufiized or
refundad 1o suppliers If the prolest is reconsidered and approved. Collections on sale of
bid documents are utilized for payment of expensas of the Bid and Awards Comimitlas
(BAC) such as the payment of honoraris to BAC members. Unutiized amounts are
recorded as miscellaneous ncome.

Dividerids-stock invesiment loan program reprasants the cash dividend receved from
various companies by 555 for distribution to members/borrowers who avalled the Stock
Investmant Loan Program.

555 providont fund and medical insurance reprasents the SS5's share in the premium
contribution and medical insurence of employees and oflicials and foreign representalives,

raspactively.

Flaxi-flind represants the allocation of 10 per cent of nel incoma on Flexi-fund Investiments
by 555 as program administrator for the purpose of allocating funds to intensly program
promaotion and anhance sarvice delivery.

The Small Business 'Wage Subaidy (SBWS) Fund represents an amount relunded by a
member originally disbursed under the Small Business Wage Subsidy Program, & joint
initiative of DOF, 855 and BIR, This mfunded amount will be remitled o the BTr

Guaranly/security deposits payable are composed of bidder's deposits, performance or
cash bonds and retantion monay from collecting agents andior winping bidders in the
procivement of goods and services, infrastructire and consultancy senices,

Customers ' deposits payalie ars rental deposits ol tenants lsasing the 555 proparties.

Trust iabilties include the contributions and eamings of Flexi Fund, PESO Fund, WISP,
WISP Pius Fund members and EC-5IF. Guaranteed eamings am computed based on
559's short term paso placernent rate or 91-day Treasury BA rate, whichever i higher (or
Flexi Fund, and for PESO Fund, based on the S-year Treasury Bond rate and 364-day
Treasury Bl rate.

19, DEFERRED CREDITS/UNEARNED INCOME
This accoun! consists ol the fallowing:

2025 2024
Current
Output tax 50,794,502 40,840,018
Unsamad rental incoma 69,570 981 100,907,345

120,365,483 141,756,364
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2025 2034
Haon-current
Unaarmed Incoma 185,565,171 221,881,481

315,530,654 361,637,845

Trnmmutmlimvﬂufﬁmﬂpmpﬂrmmmwmﬁumm rental
income represents advance rental payments from tenants of 555 properties.

The non-currant uneamed income reprasents the unrealized gain from 555 participation
in the Republic of the Philippines Domestic Daibt Consalidation Program (Bond Exchangs)
2011 and 2014, and Lisbilty Management Program (Bond Exchange] 2015

20. PROVISIONS

This scoount consists of tha following:

2025 2024
Leave beneliis payable 1,624 472,532 1,817 BT2 500
Pansion bensfits payabla . 376,008,566 317,141,038
Ratiremeant ity paryabla #8,691,057 28,691,067
Othar prov 292,664,584 285,830,623

2.321,837,739 2549635219

Leave bensfits payable represents the cash value of the accumulated vacation and sick
lenve credits of employses, 50 per cent of which can be monetized once a year and the
balanco payable upon resignationretirement. As at December 31, 2025, there were 3,256
umplwmwhnaunhdufmammﬁmmmnfmwaﬂdgmmntn!ninmmntd’
P230,390 milkon

Penaion benafits payable represents the accrual of compuisory retrement pansion
banefits to which membars s alresdy enlitied butl have not yel Tied claims or ncurred
benafils but not yet raported (IBNR), based on the policy guideiines el forth in Note 213,

Retirement gratully payable is available to qualiied employees under any one of RA
No. 1816, BA No. 560 and RA No. B281. Under RA No. 1618, S55, as the last smployar
of the qualified amployeas, pays the gratulty banefit of those who opt o retire under the
said law, Benelits under RA No, 660 and RA No, B281 are pald by GSIS. Thus, the lFabity
only pertains 1o RA No. 1616.

Other provisions pertain lo RIA granted 10 employees with at east 20 years of creditable
service and who are entitied to P5,000 for every year of service upon retirement. As at
Decermber 31, 2025, 111 employess wera given RIA in the total amount of P26.848 million.

The provision af the SSS’ defined benafit obligation (DBO) is prepared in accordance wil
PAS 19, The DBO represent the 5SS liabillties for the post-employment benelits of its
amployees. i ls calculated using the Projactad Unit Cradit Mathad, the valuation metnod

under PAS 19, Using this method, the presant valua of S55's DED and redated
curren! service costs are calculatad with the assumption thal each panod of service gives
rise to an addilonal unit of benefll entiiement and measures sach unil separately n
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bwjiiding up the final obiigation. For CY 2025, the * was no recorded provision for
retirement gratully (Nole 2.16).

Aside from financial assumptions, demographic as umplions were also usad I tha
calculstions. These include the assumptions on  moralty, disability, and
turnoveriseparation of the emplayees. The mortality & wurmnpticns refer 1o the probability
of death of an employse while the disabiity assumptons refer o tho probability of &an
employes being disabled, Both were based on the assumptions used In the SSS 2022
Actuarial Vakation. The employes tumoves assumplions take into account the probatility
of an employee leaving employment due (o causes other thal death (eq., resignation,
ratlremant, ale, ).

Sensitivity Analysis

Changes to ons of the signilzant financial assumptions, while holding afl ofher
pssumptions constant, will have the following effects on the amounts of PV DBO!

Tabile 1.
Prassant Value of Defined BenelM Obligation, 2025 and 2024

=

228 20
1% InCrems 1% :ILH_-II 1% Increasn 1% decreass

Actuarial sssumplion

Discount mte (17,847,789 | 13n.708774 | (119,255.364) | 138,902,044
Salary incrasse roia N271,302 |  (97.041,608) | 113,080,335 | {98,195 6os) |

The DBO sxtibits an inverse relationship with changes in the discount rats and o direct
retationship to changes in the salary Incresse rale. For CY 2025, increasing Ihe discount
rale assumption by ohe per cont reduces the PV DBO by P117.848 milkon, while
decreasing the rate by one per cant increases the PV DBO by P137.707 millian, On the
ather hand, raising the salory Increase rate by one per cent will increase the PV DBO by
P112.171 millon, while lowenng the rate by one per cent will reduca the PV DBD by
PAT. 042 millkon.

No separate funds were established for the payment of termiral leave benefits of 355
empioyees. Payments are sourced from the common fund.

21. INSURANCE CONTRACT LIABILITY

. 2025 2024
Soclal Security Fund [S5F) 11,190,852, 652,765 0,797 546,155,348
Employees' Compansation Fund 57,314,931 698 54 045 062 230

11,248 167 584,463 6.851 582247 578

Movements in ICL are as follones:

“Balance st January 1, 2025 5,797,546, 155,340 54,046,002 350 9,551,502 247,578
Hllun 1,34 i
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SSF — EC-SIF Totd
Balunce =i January 1, 2044 B0, 24 o0 B6H 35 710600019 B.534,050,818,668

Pravision 1.%311555,4?9 {0,329 481 1 111Eut.ﬁm
muztﬂ’m O TET. 546, 155 M8 L0 (]

ICL is @ soctal benefit labiity (SBL) recognized basad on the approved SSC under
Resoktion No. 123-5. 2021 dated March 10, 2021, It is computed based on six pef cent
discount rate considering S55's past Invesiment parformanca, which considered the
foliowing: (8) past perdformance of S55's investmant assels; (b) collectabsity of its loan
receivables: and (c) forward-looking view ol the portfolio performance or the outiook for
S5S's mvestments and market conditions, ICL s the sum of tha present value af Tulure
banefits and expenses, less (he present value of future eontributions discounted at the
appropriate risk-free discount rate. The actuanal valuation methodology and assurmptions
ara discussed In Nofe 23,

In this regard, referencewas mada 1o tha DOIE letter dated November 17, 2020 addresped
io the COA Chalrman, which discusses the need for govemment insurance institutions
(Glis} Io adopt accounting standards consistant with insurance coniracts under PFRS 4.
In response, COA, in its letier to DOF dated December 8, 2020, noted thal there 15 no
need for the ssuance of ssparate” COA rules, regulations, or circulars, a8 existing
pccounting standards already provide gudance on accounting for changes in Bcocounting
policies due to the Initial apphcation ol & standard by the subject Glls.

Z2. OTHER PAYABLES

This sccount is compased of callections not yet distribuled as foliows:

2025 2024
Currant
Member ioan callections 2.I71,153, 730 006 337 454
Salas Coniract Racalvables collections 114,988,360 82 765,365
Rantal callections 6,636,730 4 535528
EALP collections 0 168,828
Raal estale loan collections 1,550, 587 124 407
Undistibuted collections 229,555 300

2,304,567,962 oas 832 872

HNon-current
Other payables 1,050,00 1,050 000

3,444 567,062 2,045,932 872

On Momber loan colleciions, the balance of unpostad collisctions for CY 2025 amounting
to P2.271 billion, which includes PE76.372 million collectad through deductions from
Death, Disabikty and Retirement benefits, was higher than CY 2024 due 1o an Increase In
overpaymeni not posted 1o curmant loans,

Smips Contract Receivabis colflections are collections for the =nle of acquired assets that
have nat yet been posted o individual buyers’ sccounts pending receipt of documents of
approved eale. Thasa consist of down payments mrd monthly amortizstions.



OFW coflections are remittances from OFWs which remain uridenbified as of the date of
remittance and are reclassfied afisr validation,

The Undistribifed collections are varous collactions that have nol yel been posted o
subsidiary |edgers (SLa) of membersborrowers’ and (o propar accounts’ pending receipt
of collecting agencies/employers’ documents and actual distribution of collections and
payments whose nalure |s not indicatsd by payora.

Since November 2020, 555 has bean sanding loan billng nolices 1o mamber-Domowens
and amployers. This loan billing statement or notice contsins 8 cormasponding PRN as part
ol tha Real-Time Processing of Loans (RTPL) program. Individual members and
omployers must present the PRN when paying al 555 branches with Automated Tallering
System or any RTPL-compliant pariner. Tha PRN helps facilitate the immediate and
cormect posting of loan payments matchad 1o theer loan accounis

Runtal Collections are paymants from lease rentals of tenants of 555 properties recetvad
fram 5SS tellerng branches and collecting banka/agents that have not yet been postod o
ihe Sl of lenonts.

The non-gurrent parbon of Ofher Payables includes the P50,000 milllon seed mondy o
fund the initial investment activiies of the PESO lund, The SSC, in iis Resolution No.
14062021 dated March 24, 20231, approved the exiansion of the use of the money wnil
l thes liquidation of the S5S PESO Fund upon the implarmantstion of the NVPF Program but
panding the approval of the ransition guidelines. Further, pursuant to 8SC Resolution
Mos 2085 2022 and 5135 2127 the seed capital of P100.000 milion and P200.000
million, respactivaly, wes approvaed to fund tha initinl invesimenl activities of the NVPF

Prograrm.

23. DEFICIT

The S55 Equity conalsta of tha following:

2025 2024 (As restated)

Resarve fund (10,297,618, 220,500} (8,553 253 355,092)
Unrealized loss from changes in fair

value st FVTOCI (38,971,737,702) {40,054 625, 148)
Revaluation surplus 10,514,229 854 10,514,229 B54

(10,246,075,828,348) (8,582 BO3,750,386)

211 Resorve fund

The reserve fund consists of the Tollowing:

2025 2024 [Aaru-lnhud]

Rasarva hindRatained asmings 873,237, 261,505 B44 285 788 210
Raserved fund - policy reserves (11,180,855,582,005) (8,797 548,143 311)
(10,217,818,320,500)  (B,053 269, 355,092)




Details of polley msaryes ans o6 follews:

2025 2024 [(As rostated)

55 Fund (11,100,852,652,766) [9,767,546, 156,348)
Morigagor Insurence Account (MIA)
Fund (2.929,239) (2,947 963)

(11,190,055,562,0085) (9,797,548, 143.311)

The financial statements have baen prepared on 8 gong-concem basis, which assumes
that the 555 will be able to mest the mandatory paymenl of members' benaflts and
operational expensas

The S55 has recognized a nat profit of P144_ 480 billion for the year enged December 31,
2025, before the recognition of the net change In palicy reserves of P1.397 trilion, due o
the adoption of PFRS 4, and as at thal dale, tolal assels amounted th P1.254 inflion,
However, ps disclosed in Nofe 21, there (s a significant increage in Habilily a5 the S55
recognizad a SBL 1o its members.

Managament bafeves that the paymant of benafils will remaln as usual and s conliden
that it will operate unill 2049 as projected by scluanial experts. The Implementation of the
riew contrebution rates and the increasa in the minimum M3C to P5.000 sind the mandimim
o P35,000 effective January 01, 2025, holped sustain is operations and are expected to
be sufficient to mest operational requirements. Furthermore, under Section 21 of RA No.
11189, otherwise known as the 55 Act of 2018, the Philippine Govemmant guarantees
that all the banefits prescribed in the Act shall not ba diminished and accepls genaral

responsibility for the sovency of the System

Management acknowledges that uncerainly remains over the abilty of 555 to mest s
funding requirements for the payment of membaers' benefits and operational expenses.
However, as describad above, Managament has a reasonabla axpactalion thal (he S55
has adequate resources (o continue its operational axistence for the foresseahle futura.

Az administrator of the SIF, S85 remits 50.26 per cent and 70 per cent of the annual COB,
as approved by the DBM, o ECC and its Centar, respectively. Details are as follows:

2025 2024

ECC 81,115,751 104,401,363
Occupations| Safety and Health Centar 232 228,500 229,336 450
313,344 251 333,737 822

Investrnent Resarve Fund

All revenuss of SES that are nol nesded 1o meet the current adminstralive and operational
eapenses are accumulated in the reserve fund. Such portion of the reserve fund thal &
not needed to mest the current benefit obligations Is known as the IRF which the S5C
manages and Invests with the skill, care, prudence and diligence necessary to sam an
annual Incoma not less than the averasgs rate of reasury bils or any other acceptable
market yisld indicator in any or in all of the Investment undertakings, under such rules ond

requiations as may be prescribed by tha S5C.




No portion of the IRF or incoma therefrom shall accrue to the genaral fund of the NG or 1D
any of its agencies or iInstrumentalties, including GOCCs, exceptas may be allowad under
the S8 Act of 2018. It also provides that no portion of the IRF shall be invested for any
purpose of in any Instrument, instiution or Industry over and above the prescribed
cumulstive ceilings a8 folows: G0 par cabt In privata sacurities, ('ve per cent in housing,
30 per cont in real astate related investments, 25 per cent in thort @nd Medium-lem
member lnans, 30 per cent in government financial institullons =hd corporations, 15 per
cant in any particular industry and 7.5 per cent in foreign-currency denominatod
investments, five per cent in private-sponsored Infrastructure projects without guamanise,
five par cent In privale and government-sponsorad infrastruciure projects with guaranies,
and five par cent in privata and governmeni-sponsorsd infrastructuce projects.

As al Decomber 31, 2025, all Investment categories are within the 555 charter imils of
RA No. 11198,

Agiuanal Vakiation of ths Rassrva Fund of the 555

The S5 Act of 2018 requires thae 555 Acluary o submil o valuolion report evary ihree
years or more frequently as may be necessary, |o delermine the actusrial soundness o
the reserve Tund of the 555 and lo recommend Measures on how to improve its viabillty.

The reserve fund in affected by: (a) changes In demographic factors, such as increassd
Iife expectancy, an againg of population, declining ferfilty level and detay in relirement;
and (b) the economic conditions of the country. Economic factors on which assumplions
ara mads include interos! rates, infiation ratas and salary wapge incraases. With thesa and
other assumptions, and taking into account the uncertainty of future events, the lability
and life of the fund is projectad,

The Intast 2022 Actuanal Valuation of the SSF adheres o the |ntemational Standard o
Actuarial Practice 2 — Financial Analysis of Soclal Security Programs as issued by the
Ineérnational Actuanal Associafion. This standard has been supporied within the
International Soclal Security Association and the International Labour Organization. It
provides aclusnes porforming tha valuation of social sacurity programs the guidance o
give intended users confidence thal actuarial services are caried oul prolessionally and
with dus care; the resulls are relavant o their needs and are presahted clearly and
understandably; and the assumplions and mathodology usad are disclosed approprataty.
It als=o promotes the development of consistent actuarial practice for social securlty
programs throughout the world,

The Actuarial Valuation estimates the SSF ife and benelit liabilities using an opan
projection mathod, whare members who will jdin the System in the fulure are )

In the projection of revenues and expenditures. The 58S program, as with other social
securlly schemes, was designed such thal the contributions of the curment paying
meambers fund the benefits of the current pensioners; hence, thers is &8n income fnsfer
across generations. With the continuous membership of future generstions inio the
System, the benefits of the current and future pensioners are continuounly fundad by fhe
contributions of the former; hance, the open-group projection method is appropriate in
assassing the sustainabililty of the 855 program.

555 has tranmiioned o0 PFRS 4 on the reporfing of jis financial condition, starfing with the
2020 financinl statements. Valuation standards st by the Insurance Commisson are 1o
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bo applied, where the lile insirance pollcy resarve shall be valued, where approphials,
using the gross premlum valuation. Unlike the open group profection method used n the
Actuarinl Valuations, the gross pramium valuation applies a closed group projection
method, which only consders sxisting members up to end of reporting date while
continiing thair contribution up 1o a certain dade. The llabdlily computed with this approach
is highly thearetical, as it is only truly meaningful for a program that is infended to be fully
funded. Neverthaless, it provides an insight as to the magnitude of the labllity of a program
that is designed to be partially funded, such es the 555 program.

In the gross preamivm valuation usad under the closad group projection method, the S8L
is compuled as the sum of the pressnl value of future benefits and expenses, less he
prasant value of fulure contributions, discounted al the appropriate risk-frae discount rabs
In contrast, under the open group projection method, assets sre deducted from the linbility
io estimate the unfunded kabikly.

The Valuation using Ihe closed group profection mathod was conducted for the reporting
date of December 31, 2023, December 31, 2024, and December 31, 2025. The cut-off
date for actual mambarship and demographic data is Decombaer 31, 2021, These existing
mambers ogether with new entranis up 1o the end of the reporting date, who continue
thair contributions up 1o a certain date, wera considerad In the projections.

As shown in the following tabla, the compuled SBL at 8 discount rate of six per cent are
computed ot P8.5891 trillon as ot Decamber 31, 2023, PE.TE8 trilllon as at December 31,
2024, and P11.191 tnillion as at December 31, 2025, Note that P 1,363 trllion (14 per cent)
of tha incresss In linbdity 25 of 2025 s brought about by the 2025-2027 Pension Refonm.
whilé the rest is primariy due 1o me value of money.

Social Securlky Fund
Summary of SEL
[Amount in Trillien Peaos|

December 31, 3033 Uscembes 31, 300 December 31, 2005

“EAL
Al slx g cent discoun rate ) . Aisiad,

Meanwhile, the comparison of the llabiities computed under the apen and closed group
projection methods are presentad in tha lollowing table.

2022 55 Actunrial Valuation
Comparison of Key Projaction Resulls
Open Group versus Closad Group
(Amount in Trilkon Pesos)

Koy projection resuits npm;“r,]:lmup ﬁmuir:‘lﬂ?lmm
Yoar of reserve axhausticn J048
Year nat ravenue becomes nagative 20437
Liatiisty camputaton Decembor 31, 2025 December 31, 20256
{Discoun rate = 6%)
LiaiRty 10.073 11.191
Reserves 0.8&aT

Unfunded liability 8117
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Globally, the valuation of a social security schemeis more commonly conducted using the
apen-group method and has financial indicators as outputs which provide information on
the future evolution of costs and on the capacity of the scheme to support them in the long
term. One such financial indicator is the year of resarve exhaustion, also known as Fund
Lifa, which presents the number of years the scheme may continue (o operate Withoul any
changes being made lo the legisisted coptnbution rate (Plamondon el al., Actuanal
Practice In Social Security, Inlemational Labor Organization, 2002). For tha SSF, this year
is projected o be in year 2049,

Tha SBL as at December 31, 2025 is al P11.197 triflion, compuled using the closed group
method. Mearwhile, using the open group method, the llability is at P10,073 inllion. As
axpacied of @ partially funded program, the liabilty under the closed group mathod is
larger than that from the open group method.

instead of a sarafim approach, these projections apply 8 portfolio approach, which is
appropriate and practical, considering the magnitude of 555 membership data. | apse
assumptions are implicitly considered as wedl, in the form of density assumptions,

of contribution paymentin a given year, and movament among contributing and
nor-contributing groups. Margn for Adverse Deviation (MIAD) was applied, with the
consarvalive scenmno of the Valustion used as basis in the liabiity computntions.
Meamwhile, these projectons already incorporated the scheduled contribution increases
up to 15 per cent in 2025 as mandated by RA No, 11199 (S5 Law of 2018). Nots that the
projections already reflect the impact of the Coronavirus Disease (COVID)-19 pandemic
on the 555 soclal security program. Such projections also consider the 2025-2027
Pension Reform,

The magnilude of the liabilities was causad in panl by a stniclural imbalance, brough! sboul
by the mismatch of the increases in pension, MSC celbng and contribution rale. During
the period from 1980 lo 2016, pensions were incroased (hrough across-the-board peanson
incroases of up to 20 per cent (22 times) and Increases In minimum pension amount
through RA No, B282; MSC ceiling also was increasad 12 imes. The contribulion rata,
on the other hand was only iIncreased four times during the same penod, from eight per
cont (o B.4 par cent In 1980, 8.4 per cenl o 8.4 per cent in 2003, thoan io 10.4 per cont in
2007, and finally to 11 per cent in 2014,

The effect of demographic change on the fund should also be recognized, as thore ey
not be anough mambers contributing to fund all the expenses and benefils of the growing

number of pensionars due to declining population growth rata and lengthening life spans.

To address thess and other [ssues on (he viabilily of the reserve fund, actuarnial valuations
mnd other sludies are conducted regularly, the resulta of which serve as the basis of
racommendations for policy reforms. The recommendations mentionad in the valualions
include raising the conlribulion rate, improving the contribubion collection, increasing the
minkrnuem and maximum MSC, revisiting the pension [armuls, revewing the qualifications
for eligibifty for long-term benefits, raising thao retirement age, and axpioring othor moans
to Improve the adequacy of benefits. Further reform package= and other measures shall
be formulatad, which simullaneously address the inlersst of the stakeholders of S55:
benelil adequacy for current pensioners, and linancial sustainability (or fulure pansioners,
who are now active contributors of the S55.




Actuarial Valuation of the Reserve Fund o Employess’ Compensation

555 manages the ECP, which provides social protection against work-related sicknass,
Injury or death, for private sector workem and household hsipers who are compulsory
members of SS5, Starting in 2013, sail-amployed members ware added in the covorage
of the program, With the ECP providing coverage fo the same mombers coverad under
the S5 Law, the Actuanal Valuation of the SSF then serves as basis for the conduct of the
Employees’ Compensation Actuarial Valuation. The data, actuaral bases and
assumptions, as well as methodology used in the EC Valuation are simllar to thal used in
the 55 Valustion.

The 2018 EC Actuarial Valuation is the latest conducted valuation, which was used as the
basis for the computation of labiliies. This 2018 EC Actuarial Viahy stion was based on the
2018 55 Actuarnial Valuation

Similar to the 55 Actuarial Valuation, the EC Actuartal Valuaton ajplas the opon group
projaction method, where membaers who will join the System in the future are considernd
in tha projection of revanues and expandiures

I thie transition of the reporting of the financial condiion to PFRS 4, the fiabilily for the EC
Fund is computed using the sama methodology that was apphed to that of the 55 Fund.
In particular, the closed group projection approach of gross premium valuation was
applied, where the mambers that were considered are only those existing members up to
the end of reporling date while continuing their contribution up to a certain date. The
reporting dates considered were December 41, 2023, December 11, 2024, and Decamber
11, 2026,

Tha 2018 data on SSS empioyed members and housshold helpars was used for the EC
WValuation, To apply the closed group methodology in this Valuation, new entrants who
entared up 1o years 2023, 2024 or 2025 were included, as applicable 1o the reporting date.
Starting in 2018, salf-amployed members were included in the projections.

The following labie presents the compuled liabsiity of P43.717 bilkon as at Decembaer 31,
2023, P54, 048 billion a= at Decomber 31, 2024, and P57.315 billion as 8! Decamber 31,
2025, ol & discount rata of slx per cenl. Mole that the incroase in labiity as of 2025 5
primarily dua lo the ime value of money.

EC-SIF
Summary of SBL
[Amaodnt in Bilkon Pesos)

Omecmm ber 31, S8 Dacember 31,2034  December 11, 3035

EBL
it s g ot | sstnt rate £3 717 G4 0di TR

The comparison of the llabilities computed under the open and closed group prosection
methods is presentad in the following tabla.
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2018 EC Actuarial Valuston
Companson of Key Projection Results
Opan Group versus Closed Group
(Amount in Billon Pesos)

Key projection resuits EP'HT :;“"F' Eh“fﬁfmp
Yaor of reserve exhausiion 20A/3
Year net revanue becomes negative 2065

Lishilty com putation

ber 31, 2025 1,
(Discount rate = six per con] Decambor 3 Decembar 31, 2035

Linbillity 31.333 ET.)5
Resandas i
Unfundad liability (0367

For thie EC Fund, the year of reserve exhaustion |s projected to be in 2083.

The SBL as at December 31, 2025 (s at P57.315 bilion, computed using the closad group
method. Meanwhile, using the operi group method, the Eability is-at P31.333 bilion, As
expected of a partially funded program, the Rability under the clesed group method s
larger than that from the open group method.

Instead of a seralim approach, these projections apply & portfollo approach, which is
nppropriate and practical, considering the magnitude of the EC membership data. Lapse
assymplions are imgplicitly conaidered as wall, in tha form of densily assumplions,
probability of contribution paymentin a grven year, and movementamong confributing and
non-contributing groups. MIAD was spplied, with the conservative scenaro of the
Valuation used as basis in the linbility computations, Meanwhile, these projections have
slready incorporated the impact of S5 Act of 2018, coverage of the salf-employed, EQ No.
33, EO Mo, 54, the increass in tha minimurn sickness benefit alongeide the mcreasas in
the minimum MSC s mandated by RA No. 11199, and the updatad 885 managamant
fea to be charged from the ECC.,

Actuarial Vaiuation of Fire and Earthquake Insurance (FEI)

The totsl lability under FE| i composed of premium kabiity and clam babilty, For the
pramium kabilty, the data consists of policies with premium payments in 2025. For the
claim Eabiiity, the data consists of policies with claims as at December 31, 2025,

A Pramium Liabiiy
The premlum kability |s calculated as the highes between tha Linsarmed Pramium Reserve
(UPR) and Linexpired Risk Resarve (LURR).

The UPR refers to the amount of reserve, as of the valuation date, for the portion of the
premium recalved thal comesponds 1o the perod remaining in the FE| coverage. Tha
coverage of the policias |s one year and covers the penod from July 1, 2025 to June 30,
2026. The UPR is computed using the 24th muthod which assigns 8 UPR faclor of 13724,
indicating fhat such proportion of the pramiums remain unsamed as of the valuation dala.
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Acquisition-related axponses such as commissions and Defermed Acguisiion Cosl (DAC)
wera not included in the calculabons.

On the other hand, the URR refers to all future claim payments arlsing from future events
after ths valuation dats thal are insured under unexpired policies. | was estimated &s the
UPR multiplied by the ultimate losa ratio, adjusted for future expenses and the MIAD.

Mote that URR i& estimoted basad on the best estimate of future oblgation only,
maintenance and claims handiing expenses wars not considersd.

The uilimate loss ratio is the assumed ratio of losses 1o the earmed premiums used to
gstimate the final value of the future losses that may anse from the memainng coverage
as of the valuation date. It s estimated as the average of:

s Loss ralio based on the Incurred loas triangle, calculsted al 12.23 per cont; and
b. S-year Loss ratio data from Insurance Commission (Fire insurance line onfy; Ky
Statistical Data 2018-2023). 65.18 per cenl

The MIAD accounts for the inherent uncertainty of the best estimaie of the policy resarves.
lts purpose is 1o consider the varabllity of claims experience within a class of business,
the diversification betwesn classes of business, and consarvatism in the best estimate. I
la calculaled B8 the T5th percentile of the unexpired rsks for 2007-2(25.

The mean unexpired risk is 1,009,993 with a standard deviation of 163,884, Using normal
distribution with mean and standard deviation as above, the 75th percentile of the
unexpired risk is 1,120,605, The MIAD ratio is 10.95 per cent. Tha corresponding MIAD
amouni using this rato is 122, 70627,

B. Clalms Ljatility

The claims lability refers (o the labilty cormesponding to all outstanding claima nourmed
prior {0 the valuation date, whether they hava been reported to S58 or not. The total claim
liakifty = calculated ag the sum of Outstanding Ciaims Resarve, Claims Handiing
Expanses, IBMR Resarve, and MIAD.

The Outstanding Claims Reserve refers jo estimated amount of clalms reported but
remains unpald as of valuation date. This has been calculated for accident years 2006-
2025 as at 31 December 2025. Onihe othar hand, the IBNR reserve rafersto the provision
for claims that have occurred bit have not been reported (o SSS as of the valuation dais,
Thiz was caloulated at 27,094.04, which is the higher between the IBNRS calcutaied using
Chairladder Mathod and Bormhuetior-Ferguson Method.

As lor the premium llabiity, the MIAD also needs to ba Incorporated inlo the claem fiability.
It was caloulated at the 75th percentile level of sufficiency using BootChainladder packags
in R {& language and environmont for statistical camputing and graphics], which yielded
an MTAD ratio of 3248 por cent. No claims handiing expense s assumed in the calculation
of the claim kability.

The UPRwas computed at P2 125 877 while the LIRR was computed al PS45,633. Hence,
the premium lability = equal to the higher batween the two, which & P2,125877.




Table 1
Premium Liabilities as at O wcember 31, 2025
Aimauni

[t} Unesmad Premiom Reserve (UPR) 2 435 ATT
(2} [eferad Acgulaiion Cost [DALC) 0
@) UPR mat of DAC (1) = () 2126 87T
(4] Unexpired Risk Feserve (URF) (4.2) +(4.3) +{4.4) +(4.5) 645,63
4 1 Linfrmata Loss Ratio MY
4.7 Bosl Estimats of Fuium Obligation B22 027

4 1 Maintenanoe Expenss D
4.4 Claima Handling Expansa i
4.5 MIAD {amont) 122,708
_Promium Lishility, mas [(1) (4]] 2 125477

Thers were no unpaid claims as of December 31, 2025, hence the Outstanding Claims
Roserve is zero. The IBNR reserve wis computad at P27,0084.04 and the MIAD ratioc was
computed at 32.40 por cenl. These contribule (o the tolal claim liabdity, which is equal to

P35,886.69.

’ Table 2
Claim Liabilities aa al Decembar 31, 2025

Amaur

1) Outstanding Clasms Reserve, (1.7) + {1,2] + (1.3)
1.1 Dirmct Business
1.2 Asuumed - Troaky
1.3 Asgummad — Faoultativa

{#) Clalmez Hendling Expansa

3] BNR
{4) MIAD

(= = =

7 0B, (i

(Perceniage) 37 45%

Clsima Liabliity, [i1) * (2] * (30 x [(1 & 4] 15, B 85

Based on tha ligures above, the total liability under the FEI as at Decembier 31, 2025 &
eguivalent to P2,161,774.30, This year's astmaled Eabilty |s jower by 559 per can
compared to last year's estimate, which could be attributed to the lower number ol FE

Table 3
Premium and Claim Liabilities {2024 vs. 2025)
2034 2025  (Dwecrease) % change
Premium Liahility 221825234 212587741 (92,374.83) {4.16%)
Claime Liabilty ¥1,560.81 15,806.89 {35 664.02) {48,84"% )
22081335 2461 TT4AMD (128008 04) {5.59%)

Actuanal Valuation of MR Lishikbes

Thio data usad in the calculation of labiites consist of notive policies as st Decembaer 31,
2025, and It includes information such an age and sax of the bormower-insured, first
pramium dus dafe, covernge expiration dale, coverage amount, and annual preamium,



The discounl rale and morlaily rates are the maost significant linancial assumplions usedd
in determining the amount of MRI linbillty 25 at December 31, 2025,

The discount rate has a substantinl effect on the amount of lisbilfies as #t s used o
calculate the presant valie of projaciad fulure premiums and banofit payments. The
essumed discount rate is six per cent, similar o the rate used in calculating 555 58L. Tha
same discount rate was used in the past lability calculations.

The mortality rates refer (o he assumed probabilitles of death far an insured borrower.
The morality assumptions usad in the calculations are the same with the bassling
assumplions used In the 2022 55 Actuarial Valuation.

In terms of the timing of future cash llows, premiums were assumed lo be paid a1 the
beginning of each year while death benefits were assumead o be paid ol the end of year
of death. The projectsd death banefils on the expiration year were pro-rated 1o account
for the proportion of the full year coverad under the MRI.

No expense and lapse assumplions were considered in the calcutations.

The policy reserves constituts & significant portion of Iife Insurance companies’ liabilities.
Pollcy reservas or reserves represent the amounts that an insurance company s abligated
o pay its policyholders in the future. Hence, 555 has (o recognize such labiites in iis
financial statemants for the MR policies it issues to s housing loan borrowers.,

Due to he reinsurance agreament of S55 wilh the Association of Morigage Redemption
Insurars, which consists of 16 participating privats insurers, the benefits and premiums for
the policies are squally divided among 555 and the 16 privite insurers. Hence, the futuns
premiums and benefits consdered in the calculations am multiplied by a lactor ol 117 1o
consder 555 share.

Tha MIAD allows far inherent uncerainty of the best sstimals of the policy ressrves. The
purpose of the MIAD is to consider the varability of claims expenence within a class o
busihess, the diversification between classes of business, and conservalism in tha best
estimate. To incorporate MIAD in the calculatians, the conservalive mortality assumplions
usad in the 2022 55 Acluarial Valsation were applied.

The calculated Eabilitea for ihe MR an s December 31, 2025 am as follows:

Table 1
MRI Liabilities as at December 31, 2025
Amount
Present Value of Future Benefits (a) 1,486, 79k 50
Presant Value of Fulure Premiums (b) B53.214. 31
MR Liabikties {a) - (b) 6465,585.19




The calculated llabilites with MEAD sre shown in Table 2 as follows:

Table 2
MR Liabilities with MIAD as at December 31, 2025
~ Amount
Present Value of Future Benefits (a) 1.617 58452
Presenl Value of Fulure Premiumas (b) B50,055.41
MR Lisbilities {a) - (b) THT 466,11

As can bo seon in the lables above, the resulling Fabillty with MIAD ks higher {0 provide a
bufferin the event that the moriafity expenence in the fulure devisles from tho assumed
mortality rates. Basad on Table 2, the best estimate of the MR kablily as at December
31, 2025 is P767.465.11.

The presant valuss of future benefits and premiums wem both higher as of 2026
compared to the previous year, This resulted to the MR lablity as of 2025 being 5.93 per
cenl highar (equivalent to PE3,316.45) compared 1o the |nst year's figume, which could be
altribised 1o the newly issued MRI palicles thal hid higher coverages under the enhanced

EHLP.
Table 3
MRI Liabilities with MIAD (2024 vs 2025)
2024 2025 ineAlec)  InciDec)
T Proset Valie of Futire Benelis (2] TAIENTA 08 1,617 50457 1T0GuL14  11.00%
Future Prambums (b1) T4RTEATI 5009041 10137589 V154N
MR Lmbsllities fu] - (b) CEERET T TET 485,11 BR3TE 48 0.

23.2 Net unreallzed loss from changes in fair value of financial asssts at FYTOCI

e ] L ol
Batance, January | [40,084,525,140] [OAETHEZ9.T02] [#4.730,150,136)
Unrealized galn / (loes) anising from
ivialusfon inencal aessis st FYTOC Ijg!,l_l'f..l-ll {1, XFT B85 _H].EI {13544 T S0
Halsnce. Decarmbar 37 (30,971,737, T0) I;‘-I].Dﬁ-l B35, 148) [38 67530 TEF]

Tha unrealized loas from changes in fair value represent the Investmants’ revalustion
resarvas ansng from the revaluaton of fmancial essets thal have bean recognized n othar
comprehansiva incomi.

21.3 Revaluation surplus

A revalusiion surplus is the resull of revaluation of land urder Property and sguipment.
The balance represents the excess of revaluation/apprasal vakue over the book value o
the revalued assal. The revaluation surplus as at December 31, 2025 and 2024 amountsd
to P10.514 biflkon




24, SERVICE AND BUSINESS INCOME
This account Is composed of the following:

2025 2024

Bisness noome
Members' contributions IT6,507.02057T3 325.018.720,800
Intarest incomea 50092383516 41,182 175632
Dividand income 7.44B 858,725 6.821,085 6821
Fines and penallies — business income 4102317226 3,167 082 BET
Rentfense income —investment properties 1.394,433,2094 1,183,350,214
Income from acquiredf oreclosed assels 8,929,938 22,137,705
Other business incomea 83,390,028 B6.511.147
= 438 637,338,311 E?H.EE'I.ET#,ETE

Smrvles incomea

Management fess 93,550,972 76,777,084
Othur service incorme 617,625,122 509,114,310

711,185,094 585,891,364
R40348,525,805 370577 565,170 _

The business income for CY 2025 amounting 1o P438.637 billlon was higher than CY 2024
revenue by PE1.345 bilion or 16.22 per cent primarily due 1o the implementation of the
mcraase in contribution rale and the adjusied MSC threshoid, as well as the ingrease in
the number of paying membars and extensive management collection efforis

Starting January 1, 2025, the contribution rale Increased by one per cent, from the cument
14 per centlo 15 per cant. For emplayed members, including OFW membersin colntries
with Bilateral Labor Agreements with the Philippines, and sea-based OFW mambars, the
additional ane per cent is shoulderad by their employers.

Likewiss, the minimum MSC wasadjusted to P5,000 from P4,000, except far Kasambahay
and OFW members whose minimum MSC will rermain at P1,000 and P8,000, respactivaly,
while the maximum M5C was raised 1o P35,000 from P30,000. The M5SC to be considered
for the computation of benefits under the regular social security program is capped al

P20,000.
Intereal income in darived from the lollowing 558 investmeants and other sources:
2025 2024
Bonds Invesimants
FA mt FVTPL 5257.270.914 4,048,193 S0
FA al FVTOCH 3,073 437,218 2081916618
FA nl amortized cost 20577 259 471 22,829,353, 171
37,007,975,604 78 0950 451 663
Loans ardd receivablos 10,017 485414 10,441 562 387
Current/savingsierm deposits 2743, 184,954 1,754 572 528
Other interest income 23,737,544 21 457 457
12,184 407,912 12.217 582,372
Phill Guarantea 0 15,119,567
50,002,363,516  41,192,175,632
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Cther imferast income conssts af the following:

e

2025 7]
Instaliment Payment of Contritution 23328 TET 21,074, 70
Mon-currenl Advances Forscloawura 282 633 241205
MNon-current Advances FIP & MRI 126,124 141,461
23,737,544 21457 457
Other business incame consists of the lollowing:
2025 2024
Sarvice fee — Salary loan 504 686,350 BO7, 050,720
Sarvice fea — Pension loan 17,980,776 a
Rabale of management fees 69,180,575 70,514 810
HantalPanalty income — Opamting assets 14,209 463 15,996,336
Fire insurance premium 4,848 805 2,028,080
Income from D replacemant 5,000 27,334
Pre-termination Fee — Flexi-fund 2.192 567T
Inspéction Fees - HEL 2,000 2,500
701,015,161 585 625457
25. GAINS
This account consists of the Tollowing:
2025 2024
Gain from changes in air value of fmancial
Insfruments 22ATTA68.835% 25510 667 BS5
Gain from changes in fair value of investment
properties 25,737,868.419 7803311, 341
Gain on salefredemptiontransfer of
imryastmant 1418, T16,67T 1,398,864 443
Giin on sale of investment proparties 62,989,493 36,757,370
Gain on sale/disposal of proparty and
equipmeant 2,685 357 1.415,108
Gain on forsign exchanges 1,074,902 982 811,326,841
Other gains 0 45 368
50,479.341,763 15,741,383 326

Fair value adjustment of financial nstruments for CY 2025 al P22.177 billion s lower than
tha CY 2024 gain by P3.742 hillion, due to the decline in fair value gains on government
secuntes, aquity securilies, mutual funds, and exiemnally managed funds.

Investment propertes are remeasured at far value, which (s the amount lor which the
property could be exchanged between knowledgeable, willing parties In an arm’s length
Iransaction, Gaing or insses, ke |gsl year arsing from changes in tha fair value of the
investment properties, are included In profit or loss for the period In which they ariss.
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The substantial increase in the recognized galn from changss in the fair value of

investmen! propertles for the perod Is primanty attibutable o the change In appraisal
company engaged by the System. The newly appainied appralser appied updated
valuation methodologles, markest dala, and asumptions that differ from thoss praviously
med. As lair value measuraments are highly sensilive 1o the valuation model, markel
comparables, and discount rates applied, the shift to a new appralsal company produced
& significant movement in the fair value gain reported during the pariod.

Gain an salefredempliontransfer of investmaents includes realized galn on sale of aquity
securtfies, govermmant secuntes and NCAHFS,

26. OTHER NON-OPERATING INCOME

This account cansists of the following:

2025 2024
Reversal of impairment loss 140,570,127 256,146,075
| Miscellansous income 78,958,697 125,057 035

219,528 824 381.203,110

R

Miscsllaneous income Includes income from dinector fees, proceeds from e nsurance,
Income from 555 Dormilory, consent solicitation fes of corporate bonds at amortized cost

and others with the fafiowing detalls:

’ 2025 2024
Dhrector's fes 109,273,074 64,128 598
Procesds from fire nsurance 1] 20,020,895
Income from SS8 darmitory 23,950 55,181
Consanl solicitation lea 5,875,000 i]
Others (36,213,227 40,852 181

7H.958,697 125,067,035

Others pnmanly include adustments o interest and penalty income under the EALP,
mcognired during the year

27. BENEFIT PAYMENTS

This sccount reprasents payments to members and thoir baneflicianes in the event of
disability, sickness, maternity, old age, death and other contingencies resulling in loss of
income of financial burden. Total benefil payments amountad o P305.444 billlon and
P27T8,701 billion, with tolal number of beneliciaries of 45 282,005 and 42 606,088, for CYs
2025 and 2024, respaclively. Detalls are ax follows:

2024

2025 {As restaied)

Ralirement 191,225.652,253 170,113 938 398
Dresath T8 484 660,110 T4 2002 489 854

Matermnity 16,650,667.524 17,242 904 724

B



2024

2025 (As restatad)
Disability 10,465,281,244 B 829,250,336
Funeral grant 4,113,838,844 4 158,964, 708
Sickness 3,584,697 309 3.I74,107,183
Unemplaymant 914,364 552 873,525,910
Medical services 5279880 5,180,012

305444441716 __278700,535,131

Benefil payments of P305.444 bilion in CY 2025 are higher than las! year's bonefil
payments by P26,744 bilion or 9,60 per cent due to an increase in (he number of claime
This Is attribited to the implementalion of on-line @pplications of claims and transactons
through the My, 555 Portal that facilitated the timely processing of benefit claims pay -oul
Additionally, the impiementation of the SSS Pension Reform Program (PRP) also
contributed to the mereasa in benellt payments

Pursuant 1o SSC Resolution No, 340-=2025 dated July 11, 2025, the scheduled
implemantation of the SS5 PRF was approved. The program aims lo provide stronger
financial protection for S55 pensionars by ensunng that the value of their benefits can
keep pace with the nsing cost of living amidst longer life expectancy, thersbly helping
uphald their dignity and wall-being. The increass in monthiy pension shall be implemented
over @ thres-year period, affective on the 19 of Seplember, beginning 2025 continuing
through 2027. Each yesr, relirement and disability pensioners will recesve a 10 por cent
increase in thelr monthly penson, while survivorship or death pensioners will recevea 5
per cant increase annually. These adjustments are intended to be applied consistanty
across all thres years,

28. PERSONNEL SERVICES

This account is composad of the following

125 2024

Salaries and wages 5,268 853 918 4,318, 782,083
Other compensaton 2,578,313,352 2.110,930,924
Personnel benefit coniributions 1,313,821,324 1,072,368, 7115
Othar parsonnal banefits 339,839,363 _ 818130911
m;g,g 21121 533

Pursuarnt to EQ No. 85 issued by the President of the Philippines on Seplember 18, 2025,
approving the Compensation and Position Classification Systern Il (CPCS Il and
cormsponding Pay Grades for GOCCs, the Governance Commission for GOCCs (GCG)
commenced (he issuance of the Authority o Implemant (ATI) in balches, as announced
on November 24, 2025, The System recalved its AT) on Decemnbser 16, 2025, after which
the SSC approved the implementation of CPCS |l on December 17, 20256, with retroactive
effactivity beginning January 01, 2025,

Personnel baneli contnbution includes Provicant Fund which consigts of coninbutons

made by beth the 5SS and its officials and amployees and their samings, for the paymen
of banafits o such officials and employeas or their heirs as provided undar Secbon 4.0.3
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of RA No. 11188, The affairs and business of the
adminstered by a Board of Trustees. Upan retiremeant, death or
or his heirs will receiva from the fund paymenis aquivalent

fund are directed, managed and
resignation, an employes
o his contributions, his

proporionate share of the 5558 contributions and investmant eamings therecn.

Ak at Decamber 31, 2025, S55 has a total of 5,333 resgulor and casual porsonmel of which
12 are new empioyees bul net of 30 retired/separated em ploy &es.

29, MAINTENANCE AND OTHER OPERATING EXPENSES

This account Is composed of the following:

2025 2024
General services 530,929,108  478,577.400
Repalrs and manienance 456,850,366 411,445 417
Labor and wages 369,040,287 300,753,128
Utility axponses 248 665932 244084 609
Communication expanss 149,363,541 131,088,705
Supplies and materinls oxpenses 130,954 455 213,317,085
Professional expenses BB.94E6,015 85,377,996
Training and scholarship expenses B4,016.183 70,780,768
Traveliing expenses 71,604,028 55, TA2.414
Taxes, insurance premiums and other {ees 54,206,596 45,916,058
Awards/Rowards, prizes, and indemnilsas 1,052,143 0,588,120
Canfidential, intelligence and extraordinary expenses 6,611,083 4,748 004
Other MOOESs 528,938,340 383,437,040
21,207 2 117

Other MOOEs conesst of the foliowing:
2025 2024
Subscriplion expenses 157,114,667 125,357,061
Rent/leass axpenses 113,609,279 30,755,371
Transportation and dellvery expenses 60,067,132 49 487 008
Advertising, promotional and markefing expenses 59,985,385 34 868,506
Printing and publication expenses 36,204,964 B2 564,671
Directors and commiltes members fees 9,902,710 11,255 938

Membership dues and contributions 10
arganizations 8,917,524 B 854 162
Donations 523,500 2,657,550
Fees and commission expanses 489,723 1,070,225
Others B2,123 462 45,464 957
528,938,346 383,457,048

Othar MOOE - Otfers consist of anniversary celeDralion oxpenses amounting o P22.430
milibon, athletics and cullural activities amountng 1o PA.6929 million, meals for anniversary
and Christmas activities amounting to P12.078 millon, and other miscellaneous aparating
expenses amounting to P3E.680 milkon.
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30, FINANCIAL EXPENSES

This account is composad of the following:

2025 2024

Bank c 45064172 30 081,213
Inlerest expenses — leasa fiability 24,235,249 30,137.210
Qiner financial charges 493 366,788 272 6A1,3249
562 666,209 342 796,752

The 555 recognizes inleres! expense on the ease Rability calculated using the EIR
miarthod in view of the now accounting standard on leases (ses Nole 274,

Oither fnancial charges consist of tha following:

2025 2024

Investmaent expense 399,806,816 165,045 681
Management fee expense 93,559,972 76,731,348
491,366,788 272,681,320

Other financial charges represent Investment-related expenses incurred in connsction
with managing the investmant proporties, broker’s commissions an trading financial assets
and other depository maintenance and off-exchange trade fees, I also Includes Flexi
Fund, PESO Fund, EC Fund, WISP, WISP Plus managamenl foss amaunling to PS3.560
million and P7E.731 milion for CY's 2025 and 2024, respactively.

31. NON-CASH EXPENSES

This account s composed all tha Tollowing:

2025 2024
Losses 25,750,987 919 26129001 784
Impairment loss 2089973,862 6 B08 000421
Depresiation 453347848 454,224 0B2
Amortizalion €3,463 682 64 147 553
26,357,773,311 35,066,454 745
The 555 recognizes losses from the following:

2025 2024

Changes In falr value of finsncial Instruments 23720 2TR5T6 24234 6B 377
Changes in fair value of iInvestmeant propares 1,177,333.035 3,465,124 181
Foreign exchange 664 513,078 510,577 952
Sale’redemplion/Transler of investmants 167,542,290 115,778,836
Sala/disposal of PE and other sssets 906,792 3,342 443
Sale/disposal ol Investment property 414,148 0
25750987919 28 370 091, 7ED




32. CHANGE IN POLICY RESERVES

SSC Resolution No. 123-8 2021 dated March 10, 2021, approved the adoption of PFRS
4 in the computation of the CL for the CY 2020 fnancial statemants and ohwards and tho
use of the discount rale of &% per cenl.

2025 2024
Insurance Contract Liabillty
SSF 11,190,852,652.765 @, 707546,155 348
EC-SIF 57,314,031 698 Bl 046 082,230
MIA 9 ag7
. 1" 170,513,703  §.A51.565 735 541
'. Net Change
| SEF 1,393,306,497 417  1,206,311,885479
EC-SIF 3,268,839, 468 10,328 483 211
MiA (58,723) (T71,778)
1,396,575.278.162__1216540.506 914

Net change in policy reserves for CY 2025 Is P1.387 trilion, which is P179.835 billion or
14.8 par cont highar than ths CY 2024 provision of P1.217 trillion.

33, LEASES

555 as lnsses

The 555 |eases offices for s vanous branches under cancelable operling lease
agresments. The leases have varying lerms, escalation clouses, and renewal rights. The
extensipn oplion s exercsable up 10 oneé year afier the lsase period has expimd, os
running from month--maonth with the same terms and conditions as stipulated, On the
ather hand, if either party desires (o terminaie prior o axpiration of the lease parod, the
desining party shall inform the other party in writing of such inlention at less! B0 days befom
the intended lermination date. There are no residunl vahie guaranizes and sale and
lsaseback transactions in the lease agreement,

Out of the 320 local and loreign branches, 142 officeslocaled in various locations are rent-
ree. As al December 31, 2025 and 2024, the lotal lease payments made amolnted 1o
FRES.80T milion and P300.748 millon, respectively. Further, there are no sublease
agreaments made and no cccurrences of contingent rent

555 an lesaoe

The SSS |eases oul & portion of s office space o various lenants under canceliabls
operaling lease agreamants and the mnimum lease rantal amounis 1o al least PS00 per
month. Tha leases have varying lesma, sscalation clauses and renewal rights. A renewal
cption is available 1o the lessas who shall give writien notica of I8 intention 1o ranew at
lea=t B0 calendar days prior to the expiration of tha lsase perod. If the lessss continues
in the occupation of the leasad premises with the consant of the lessor ofter the tarm, said
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extension of the contract shall be understood as running from month-to-month basis under
the same terms and condilions shipulatad in the agresment, but the monthly rental shall
all be escalated based on the SSS lsasing guidelines. For pre-termination terms, elther
party may pre-lerminate the leass for any reason, provided that the party who mitintes. the
pre-termination shall inform the other party in writing at least B0 calendar days balors the
intended date of termination. In case the lesseo voluntardy pre-terminotes the lease
agreamenl, (e lessee shall pay SSS a pre-termination fee o be deducted from the
securily depasit

Tatal rental incomea aamed as al December 31, 2025 and 2024 amounted to P1.41T bilkon
and P1.220 billon, respectively. Detalls are as lollows:

2025 — 20m
Investment properties 1.394,438,294 1,183,350.214

Ansals 13,215 508 14,817 678
Leased soquirsdiforecionsd asssls 8,929 938 21,801.250

1,416,583, 740 1219960 142
The estimated minimum future annual rentals are as follows:

| 2025 2024
| Within one yaar 829,705,961 822 373 458
|lI Ohviar one year (o five years 331,298,185 SBT TE2 T47

1,161 1 1.4

Operaling assels are SSS-owned assels primarly usad in operations, such as [he cantesn
and cther faciliies classified under Property and equipment in accordance with PAS 16,
¥While a portion of (hese nssets may be leased 1o third parties, thelr main purposs remains
for S55's administrative or oparational use, As such, they do not meet the criterin for
i classification as Investment propesty under PAS 40, which requires thal the property be
hald solely to sam rantals or for capital appreciation, Mixed-use asssts are classified as
| PE whan the owner-occupked portion ts significant.

34. RELATED PARTY DISCLOSURES

i, As at December 31, 2025, the compasition of the SSC s as follows:

Board pos i Mams Appoinimant

i 1. Ea-iitico Cnssmsmrsan Frecench Oy Go Bocrwiary, DLF
1 2. Vigs-Chairpersan Aober Joseph M. De Claro Presidonl & OEQ, BSH

3. Es-Oiflzs Marmibar Bimpvenide E Lagussms Easrslary, DOLE

1. Mambeay Dimna Pamda-Aguiler Ragrmesnting tha Emplerynm’ Graug

G, Marmbar Vigtsr Allorss &, Lislingan Rapresarting ha Emplovens' Ormup
i B Marmbar Roy G Padismos Rapresaniing e Frmpkoyeny' Group
I T, Mambar Eva B. oo Representing e Workers' Group

B Marrbor Josus P, Bale Jr. Representing fe Vo' Group

[ T ET Migtasl Dernooms ©. Mendors Bapressriling tha Womsan' Group




Key Managemenl Personnel Remuneradon and Compensation

The management personnel of SS5S are the Presidenl and CEO, Exscullve Vice
Pressdents, and Sanior Vice Presidents of the oporaling and suppori groups.

The remunerations of key managemeant personned durng the year ame as follows:

2025 2024

Saianes 100,502.084 &1 260,250
Other aliowances and benefits 38,568,800 41,781 686
139,670,884 132,550,935

Meanwhie, the total remuneration received by the Board of Cammussioners amounled 1o
P12.622 million and P1T.375 milion for CY's 2025 and 2024, respectivaly.

J5. RESTATEMENTS

The foliowing table summarizes the effect of the adjustments made as a result of the
changes m accounting pallcy.

Effect on the SFP
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36, EVENTS AFTER THE REPORTING PERIOD

On April 16, 2026, the SS5 i strengthening access 10 its axisting programs In response
b rising energy costs, inflationary pressures, and the hrosder economic impacti of ongoing
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geopolitical tensions in the Middie East. Thess intiatives include polcy enhancemants io
improve accessibility, and the early implementation of this year's pension increasa o
provide timely financial relief to members, pansioners, and employers. Collectivaly, these
programs are expected to provide up 10 approximately PEO billion in financial assistance
and banafll suppart

On Juna 01, 2026, the SS5 begins the early rolloul of the second iranche of tha PRP 1o
4,100 milion pansioners, advancing the ongnally scheduled September pensian increase
lo provide SSS pensioners with earier financial reed. The agency is releasing
approximately PE.000 bifion in addittonal pension benefits from June 2026 to August 2026
to hielp pensioners cope with inflationsry pressures and higher snergy costs.

37. COMMITMENTS

Commitrmarnis

This amount muthorized but nat yet disbursed for capitnl expenditures as al Decembar 31,
2025 Is approximately P3.693 bilion. The DBM grantad 555 the llexibility to modify the
utilization of s budget within tha total DBM-npproved budge! level. Accordingly, the DEM
upprmrﬂiWfﬂﬂﬂhlumwwﬂmdfrﬂnPEEHM to P4,523 billion
through the axerciss of such Texibility.

Liguidation of Flexk-fund and PESO Fund
1. Flaxifund

Status of the following System Development Request (SOR) in relation 1o the liquidation
of Flaxi-fund.

@ Nat Ending Balance (NEB) Inquiry Facility, The sysiem for tha NES inguiry
{acility has already passed User Acceptance Testing 2 between Dverseas Fillpino
Workers Management Department [OFWMD) and Information Systems
Department (ISD) |, OFWMD In accordance with I1SD | has also addressed
saveral issues that affectnd the NEB of Flaxi-fund members with the daploymant
of enhanced systems under SDR Nos. 100538 and 101254 in CY 2025
Mearwhile, SOR No. 101118 s stll under development of ISD | Once
implemantad, the NEB of alfectad Flexi fund membars will now be comectad,

b, TransitionFacility. The transition of Flexi-fund will align with the transition of the
PESO fund.

2. PESD Fund

In accordance with SSS Resohilion No. 140-5 2021 datod March 24, 2021, the ulilizetion
of PESOQ Fund batances was extended pending its full liquication upon the implementation
of tha NVPF,

As of this date, tha PESO Fund has not yet been fully lquidated nor transitioned to the
NVPF or Pansion Boostar Frogam (PB). Remaming accounts undss the program conlinua
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o be managed in accordance with prevaiing guklelines. The fransition, however, is
contingen upon several interrelated eguremants:

1. System readiness musi be ensured through the linalizstion of Statements o
Accounts and the complstion of User Acceptance Testing, which have been the
subfect of severnl maestings in CY 2025 with Technical Officers and Fund
Maonagement 1o expedite systom dovelopment.

2 Establishment of prerequisite modules - ncluding the PB Investment Modula,
P Online Withdrawal, and PB Pansion Disbursement - is necessary o guaranies
seamiess transactions for ransioned accounts. Thesa modules will anabile
members to view incoma, process withdrawals, and receive bonafit dishurserments

efficiantly, thereby supporhing satisfaction and a positive program experience.

38, STATUS OF LAWSUITS

The S55 s irvolved as a party in several legal procesdings pending resolution that could
mutorially affect its financial position. Among these inwsuils ame the following:

Dascription Amount Sintus
“Cwil Case for Sum of 1,151 bilkon  Entry of Judpmen was ssued on Decomber 12,
Laney with Darmagss il

Tha Supmemes Coull decidod In G R No, 240337
disted July 8, 2021 as follows

1. Thm Contracl of Loan with Resl Esioie
Morgage with Dplion to Comeen to Sheres of
Stock, pnd all eccessory confmcls dppurisnant
themin, s declared null ang vola;

2. Tha Cerificais of Sals daied Beplember 10,
2003 ln sduo declared null snd void, and

2 Mulusl resiitution Together with any incoms,
Tailis or dividends realioed the=imm

An ondér dated Augus! 17, 2023 was (ssued by

Feglonal THal Count [RTC) Branch 78 Cuemn
Clty, dmaciing ths followang:

1. Tha lsgal compensallon batwsen S55 and
pelilionar is approved;

2 Tha  paliioner 8§ odeed o pwy
FI58,117.740.99 to 555;

4. 555 &= prdered o relum 1o he pelitiones tha
orginal TCT MNos, N-153305 ahd N-153386 T-
SHHINT, T-1AG6143, T-1B0E4E T-1B0248, T-
180248, and T-100250, ms well as the ofgina
tax declarations, withen 10 days from mosipt of
This order; and (o reconvey (o e pietiione> e
properiies coversd by TOT Noa. N-153395 and
H-151308 within B0 days fom recept of ths
ortie &nd



Siatus

Quinting of Title filed by
irvenles Compssy -
Oacion e1  Pago®
(Cabaguo Ave, cor, el
Filar Streal, Brgy. Agdad
Proper. Agdso, Davao
City)

2. 588 milion

4, The siockbroker s omersd to miease 1o fhe
petitioner, Stock Canificate Mos. 104756,
104568, T047VET. 812 &3 and A4
topresenting  BO.000000 shares  of (he
pitillannr, withen 10 days Trom recaipl of ths
Orrlar.

A Mobion for Aeconsiderstion was filed on
Enprlember 28 2023,

Tha OGCC fied @ Petibon for Cersorad an
Decemnber 3, 2024 with the Coud ol Appeas
wdeking to nuility the Orders dated Augusl B, 2024
and October 3, 2024 by RTC Branch T8, Quarmn
City.

In reference to the aready pending Pelibon (or
Cartioran filed with the Court of Appeals (a5t Apnl
23, 2024, the OGOC fled on June 20, 2084 an
Extremaly Urgerd Maotlon fo Resolve 555
Application for the msuance of a Tempomry
Assirainirg Order (TRO), with an  Alsmative
Preyer 1o Sat the Case for Hearing,

Mo softiemert was resmchad in the medistion
conferenca botween 555 and the pelittonsr n the

Coun of Appenls-Phlippine Medistion Cenle

555 filed #ts Mamomndum on December 3, 2025
pursus to the MNoamber 13, 225 Rasolubon o
the Firsi Division of the Courl of Appasls.

irvastes Company was ordersd to esecute ihe
Doed of Ssls over the properiss in Tevor of 555
and surrender the Owner's Duplicste of TGT Nos,
T-16203, T-1E20d, T-255986 ond T-255985, &= well
aa the Tk declamilons over (he said properties,

555 wam likewiss ordomed o e-computs thae
palitioner's obigations, sceordingly, mekonsd foem
Jurm 17, 1983, the date when {he respondent
communicated fn accepianoe of the offer.

S35 Dovao was reguested to inquiee from the ATC
ol Davao Cily, Branch 14, whather the records ol
ihe case hod already besn remanded by the
Bupreme Court. This ls preparsiory for OSG/555
i fils Mation fas Exacutian af Judgmenl.

An Order. deiod Moy 16, 2023 was lssusd by the
HTC Branch 14, Daena City granting the ko bon for
Esiaico al W Wit of Execulion liled by S55.



Descriptian

Status

Civill Case for Sum af B4 515 mikon

Monoy Mied by @
domestilc cofpomion
engages  In propety
holdng snd renl eslale
development on  One-
Time Maintenanoe
Adjusiment Chama an
BEE5-Owrmed memonad
lals,

558 Monsy Claim
Agairal ihe Pasay Ciy
Govemmant Torihe RPT
Paid In Protest imvakving
FCA-T Proparly

JAN 8 rriilkan

A wal of miecution was axpected 0 ba
I lemented in the thind wees of Movembes 2023

However, an Drder dated 3 Juns 2024 was
mecivatd by 555 on August 1, 2024, The coun
wimted thai i was already bamed from [ssiEng & wil
to flnher implemant e dispasitive portkon of e
Suprema Court Decieion n GH Na, 231063;
5558 Urgem and Omnibus Motlen for ithe
Eeiance of e Auiilary Wot of Order to Furthar
implemen| the Dispositive Portion of i Sup e
Courl's Dacision i G.R Mo, 231053 datsd April 4,
208 was declared mook

A Mollon for Reconsidemtion [of the Honorabla
Cowrta Orclor daled June 24, 2024) osbied Aigist
16, J024 was Nied on Augusi 72, 2004,

555's Motion for Reconsiderstion was granied ty
RTC Bmmch 4, Daveo City In s Orde dmtm
March 3, 2025

A Desd af Absohuts Sale dided June 3, Was
Insund by RTC Branch 14, Davao City, conveying
the properties coversd by TCT Mos, T-18202, T-
255085 and T-265880 in 555.

S5E-Loams and Assats Mansgement Group in in
tha procesi of dmfting & memomndum add sl
SRS -Gl Accourting  Deparmant
requesting budget alocalion fof the tmnafer cosm
af tha lour TCTe transfarmed o 555

Persding with BT, Branch 61, Makat Gy,

Presentation ol defanss ovidenos was conlud e
onFeoruary 12, 2. 555 (et A8 Formial Offer of
Evidence on Februsry 27, 2024

The cese was slmady suomioed Tor msoiution
pursmin (o the March 3, 2025 Owder of RIC
Branch 81, Mskati Ciiy

The Faidifion lorMoney Claim woe filed bel o the
COA an April 11, 201

Awaling msolution of the pending Incidents,
mcluding the Answer to e Pelilion and the Reply
o i Arpwer Flled By thi Lol Govemmend of
Pasay City and 588, through DGEE,




Description

Status

BH Final Decision on
Dimpited Aesoesment for

CY 26

BES vs, AW

BIR Fmal Decmaon on
DiEputed  Assossmean

CY 2014

525 va. BiR

Lguidated — Damagaes,

imposed  Against
Camd. Inc by 585

Al

603.T millian

H24. 5 ko

5.5 milkan

0n Augusi 24, 2045 555 senl @ MemorEndum o
the DGEEC reguesting the flling af & Mation{or Early
Resohasbn

On Saplember 12 2025 the OGCC fied the
Maotion for Early Resolution with COA

Main Ceae!
S558's propossl for Compromsa Salllamenl wes
raceved by tha BIR on December 4 2024

Pnding incidents:

Tha Oifics of the Secretary of Justice [0S issued
a Resollion dated Apfl 30, 2024 noteg
patitichars Ve Lngent Moticn for fhe suance of
8 OCeass-and-Deslst Order Hastraining the
implomerdalion of the YWames  of Distmin s/ or
Levy, The ©5J held that the reiel soughl was
beyond Its authorty

555  lhrough OGCC, fisd ks Motion for
Recansidaration

The OEJ subsequently sausd & Nolice aitaching
[is Resolution dated August 39, 2024, 555%
Motion for Recomsidersbon s denied lor leck of
authanmty fo mmm &0 odder suspsnding o
collectitn.

The 555 is swaiting funher orders from the Offios
ol he President on the Septeriber 23, 2024, Naliop
of Appeal, which was filed by the 555 to assal the
August 9, 2024 OS5J) Amschdion. The =saxd
rsplution  demed the S53Es  Molion o
Apconsidemiion against tha 05 Aesciution dated
Apri 30, 2024, which denied thia S55's prayer for
e Ssuance of a Cessand-Dassl Ordar
remirining tho mplemantation of the warmnis of
digbralni pndlor levy

in & |etter doted Novernber 2005 the Litigation
Dieislan of the BIR meclss 555's oller of
chmpriing i i iotal smound of P15 million

A Pettion was fled pefonre the O8] an Octobar 37,
2A1F3,

Awmring further orders Trom the DOJ
On Seplamber 18, 204, 555 hea (ied |

DoposltionComment to All Card, Inc.'s Moton o
Declere 555 in Defadt. In the amd Matlan il was

L



Duscripiion Amount Sintus
alleged hal 555 wns Unable 1o (e s Amawer ©
All Card, e, Vi, 585 Al Card, Ine's Patibon wathin 15 days from receipd
of the COA's Onder daled July 24, 2024 or uniil
Augiust 8, 2024, BES lhed lin Aruwer only on
Saptembar &, 2034

Awaitlng COA's resslution onthe Motionio Declarm
Defendani in Dol aul

E55 va. Samgin Ambamo 1.8 milhon  Sargio Apostol fiied & Moton for Reconsidermtion
E. Apotol daeied Seplambar 18, 2023 ageinst the Sepilember

d, 37 Dessinn of RTC Bmnch 83, Quezn City
Sergio  Antomo  E

Apostnl va. BSES and 555 (ded Ha Comment on thise Motion (o
55C HReconsiermtion which was mceived by HRTC
Bmnch 53, Dusxon City on October 3, 2033,

in on Omer doind Oclober 8, 2023, the inal court
mated 585'n Comment.

Tha Motion for Reconsidemtion was submittsd for
rEnhdlan,

In e Order dated May 19, 2024, the ATC Branch
3 Quazmn Cily granted Ssgla Apostol's Matlon
Tor Recenalderation,

555 lind Ha Moltice of Appeal on June 3, 2026

The Coudt al Appadls i 4 Movember 18, 2025
MNotics to Fie Brel diecled the S55 o (e M
Appallant’s Beiaf within 45 days from nolice, ar undl
Jonuary 26 2076

33, RISK MANAGEMENT

555 demonstrates Is commitmentto sound, systematic, and iMegrated risk management
through the adaption of an Enferprise Risk Management (ERM) approach. Pursuant 1o
00 No. 2026-002 dated January 5, 2026, which implements SSC Resolution No.
555-8.2023, 558 instilutionalized an enhanced ERM Paolicy, Fromework, and Process
applicable across all levels of the organization

ERM govermance in S35 follows the Three Lines of Defense Model to ensure clear
accountabiiy, effective aversight, and independent assurance. All organizational units
sarve as Risk Owners (First Line of Defense) and are responsible for idenfifying,
managing, and monitonng risks within thelr amas of accountability. The Risk Management
Division (RMD), under the Actuanal and Risk Management Group, functions as the
Second Line of Defense, responsinle for establishing, maintaining, and enhancing the
ERM Palicy, Framewark, and Process, as well ss consolidating and reporting
enterprise-level risks, The Intemal Audit Services Group provides independent assurance
(Third Line of Defensn) on the adequacy and effeclivensss of risk management and
internal controls.



Ovursight is exercised by the Risk Management and Actuary Oversight Commities
(RMADC) and the S5C, which sets the rsk appetile and ensures thal a coordinaled and
systematic approach to sk management is embedded across the S55. The RMADC
ansures that & coordinated and rigorous approach 1o risk assessment and responss s in
place, supported by defined kmits, matrics, and moniioring systems.

A, SS5SERM Policy

The purposa of the S55 ERM Policy is o institutionalize & structured approach o assess,
treal, meport, and monilor risks in alignment with the corporale values, misaion, and vison.
This policy aims to promaote effective sk management practices to safeguard the
Sysiam's membaers, employeos, and other stakeholders, and ensure its sustainability and
wiabllity.

1. 555 shall preserve |5 assets and protact the well-beipg of s employess,
members, and stakeholdars so that it can fulfill iis mandate to provide meaningful
pratection to members and thelr families agains! the hazards of disataity. sickness,

maternity, old age, death and other contingencies resulling In loss of income or
firancial burden,

2 555 shall consider risk management as an Integral part of all its strategies, core
business [ooesses, sysiems, plans, programs. policies, procedures, and
decision-making.

3. Roles and responsdbiliies shall be estabished based on the “Thee Lines o
Defensa” modal 1o ensura the ntegration of risk managomaent into sl aspects of
tha Systam,

4. The 58S shall be up-todate and pdhere to industry’s best practices n the
assesament, freatment, recording and reporting. monlloring and reiew, and
communication of risks, This can be achieved by ensuring that at all imes:

Risks are proporly assessad, tréated, reported, and monitored,

Risk ownership s laken and communicatod;

. Resources are gffectively and efficiently allocated io manage risks,

. Risks that could sgnificantly sffect 555 members, employees, and olher
siakaholders are appropriately managed. and

e The 555 is compliant with |ts obligations, commitmanis, and reguiatory and

lsgal requirements,

anos

5, E55E shall establish the enlerprisc-wide rsk management Tramework and process
based on the core principles of Inlemational Organization for Stahdardization
110002018, Risk Managemeant — Guidelines

6. ERM s a shared responsibilily. All employees shall be responsible for prolecting
555 from risks ihal could (hreaten the achisvement of objeciives and compromise
corporate values, in order 1o operate In a manner that s compliant with all relevant
lagisintion, reguintions. mnd rules. The responsibllity may mnge from asspesing
and raportng fsks associpted with thelr own funcbons o mitigatng and
communicating tha risks to all aflacied sinkehalders.



B. 555 ERM Framework

SES established the S5S ERM Framework, 8 mulli-!aceted approach aimed at identifying,
asssuning, and mitigating nsks across the organaation,

It is comprsed of the following elements lo ensure effactive management of nsks)

1. S85 ERM Policy — reinforces 555's coninuing commitment 1o rsk managemeant
aligned with corpormte values, mission, and vision and serves as the foundaflonal
document oullining nnd articulating the continuel commitment of 8535 1o risk

managamant. |t provides the overarching guidelnes thal govern the entire ERM
framewark.

2 855 ERM Process — A systemalic and terntive method thal includes

A Analyzing Objectives - Establishes context, scops, and risk appefite and
tolomnce o guide risk-mitigating decisions.

b. Risk ldentification and Analysis — Risks are identifed and analyzed basad on
the source and areas Impacied across service continulty, salety, financial,
strotegic and repudational dimensions,

¢. Risk Evaluation - identified risks are rankoed based on lkellhood and impactio
detarmine which risks may be accepted within established tolerance levels.

d. Hisk Treatmen! - Risk ownens adopl appropriate sirafeges such as avolding,
mitigating, transferring, or scoapbng risks, Including modifying lkefihood or
consaquences whers possibie.

¢. Hisk Recording and Reporting - All units conduct Risk and Control Seif-
Assessmenis (RCSA) annually and submil Risk Loss Evenl /incident Reports
whenever nacessary, all of which are consolidated and reported to the
Management, RMADC, and the SSC.

f. Communication and Consultation - Confinuous sharing of risk information

across all organizationsl levels o ensure alignmenl, accountabllity, and
W EIETeEt,

- Monilorng and Revew - Ongolng review of nsk maturty, capabiiity qnpﬁ.
contral sffecliveness, and ERM performance, ensuring integration of
mprovements and pursult of best practices.

The ERM Framework provides a structured and comprehansive sof of armangaments
including policies, processes, sysiams, resources, and organizshonal cullure thal @e
integratod  Inte 555" overall m oman system o ensure & conssient, offoctve
proacive, and value-adding o maraging risk,

Tha ERM Framawork highlights tha following core principles:

1. Leadership and Commitment — Aclive involvemenl of the SSC and Senior
Manmgamant in ambedding risk managamant inte all processes and activilies.
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Risk Cultura and Awareness — All personnel recognize the value of nsk management
and undérstand (heir roles.

Govermance Inlegration — Ensures ERM alignrment with SSS abjectives, govemnance,
sirategic planning, and cperations.

Risk Accountabliity and Ownership — Clesr and coordinaled roles and responsibllities
across the organization.

Tools and Metrics — Utlization of Key Risk Indicators (KRI) and measurement
systoms for affective and data-driven risk oversight.

Continual Improvemeant — Regular monitoring, review, and enhancement of the ERM
Framework.

Dynamic Risk Engagament — Proactive anficipation and responsa to emarging risks.
555 Risks

855 identifies and monitors nsks through the regular conduct of systemwide RCSA by
sach unit. This provides insights Into enterprise-level riskes as wel as unit-lavel risks, bolh
exisiing and emerging. These risks are consolidated in a risk regisker maintsined by RMD.
SES risks can be divided Into Tour principal risk calegories:

1

Financlal Risks - unexpecied changss in exlemal markets, prices, rales and
Fquidity supply amnd demand.

To ensire the sustained provision of social security benefits to s members, the
management and investment of its IRF & guided by the provisions of RA No
11184, The dynamic financial landscape marked by vorious challenges whare it
operales emphasizos the sgnificance of prudential risk management strategies
smployed to nevigale the complexites of s investmant portfolios. Among the
foremost concems are the following finoncial neks, each exerding a dishnet
influsnce on is overall lnancial haalth:

a Markaotl Rk

Market Risk, also known as systemalic risk or undiversifiable risk, s the risk thal
S85 investments decline in value dus o broader economic and market conditions,
Thi= risk arses from vanous factors, including economic events, geopolitical
developments, and flucluations in equily pnces, interest rates, foreign exchange
rales, and real property prices

In managing this risk, S55 employs & strategy centered on carelul Asset allocation
and diversification. This mwolves disiribuling exposures across vorious assel
classes and Industries, complamentad by the Inclusion of llwed-sncome securities
with varying maturiies. 555 engages In regular monitoring of markst trends,
economic indicators, and compary néws o make mformed invesimant decisons.
555 amo places a strong emphasis on risk mitigation through comprabensive
rﬂiami".thm and dum difgence before making any significant  mvestmont
commitments.

S55 airictly adneres 1o the provisions of Section 26 of the 55 Law which stales
that the funds Invested in eguifies, corporate notesbonds,  keane, mutual Tunds,
and other financial instruments shall sam an annual incoma pot less than the
avarage mies of treasury bills o any occeplable market yield ndicator.



nvestments In marketable securitles shall be mads only in aress specilled under
Enutlml 26 of RA No. 11188, and those thal salisly SS5 slock accreditation
guidalines.

Ey:ﬁnpﬂm:hrq-hmmhauﬂmlmmﬁdﬁmmn@l
practices, S5S aims io navigate market uncertainties whils preserving the integrity
of ts investment portfolio.

b, Cradil Risk

Credit risk mfers to the nsk of an oconomic loss from the fadlure of S55
counterpartes (o settle their financial obligations. This risk arises due 0 various
factors, including the countorparties” financial instabiity, markat fluctuntions, and
unforessen events thal may impact their ability to meet contractual commitments
S55 credit risk originaten from loan receivables, salss contract recaivabien, rental
propertias, dabd securties hold, and contribution recel/ables.

5SS conducts regular and thorouph crodil rsk assessments, evalusting
counterparties’ linancial stability, markel dynamics, and unforeseen events (hat
may impact thelr abiity o mest contractual commitments. Pruden! credit limils are
gstablished basoed on counterparties’ creditworthingess, and axposune controls are
implementsd to restict the maximum allowsble exposure o any single
counterparty. The 555 maintains a vigilanl monlloring system and employs early
waming mechanksms to promptly ideniify signs of financial distress or changes in
craditworthiness, enabling tmely and iInformed risk management decksions.

The following table shows the Istest aging analysis of the SSS financial assets:

in meoiikhia)
Cluiy == Lo Fre I
L] N L] ek, AT
1] L] ] L 513
L] L] ™ ‘wen LA L]
R '] L] 1] e uN
L] 7] ] LEm AT
from
e Aganciew L] [ ] i fi [ L] ] I mi
Elmsinang twgme F el ¥ 1 [} L] " a4l 493 |
[T Ty Lol 15} MLTT?  EAEEE [ AR S i L] S, 1T
Pampicy |y L BEL ] ] [} ] ] L] = T
Smsa cwnirwct
rmaal ki ] oL L & | = ] L4 LI
Flgnial renanaesle n a B i} B [ [ ] 18 i1 ]
Cmromes ol and
TR ] ] [ ] ] W ] B L)
Fepge W A0E ] [ - [ i 1] i _ir S
T IR T T T T 1 T M Y TR




o

Fani dum Bt N i rgEmreg | AgE i1 ot

et e
p ] kim T dN
.

ok i ] (== P Yoma

&

Tr W

TR TRT il ] ]
F o b il
FWTOCI 125 4TE n n

=
=
- ]
=
=]

b LA

=

¥
=
=

15 4T

Tardy wh M fl

=
L]
=
L]
.
7
£
&

o s BT L]

¥
§

g
A
=]
-
P
=
G
e
=
g

& Sl

b H |

{
i
4
i
o
i
§..
=43
"

LT
T.Ms

== ]

.i

™

i

= :IIE
= cm 3

E

13w

— B = EIH\'_'I.IFI-
=x gl w3

B [ = B -3
dE B
=

To avold significant concentrations of exposures 1o specilic indusiries or group o
ssuer and borrowers, S55 investments are regulary monitored against presoribed
cumulative callings specifled in Section 26 of S5 Law.

To further ensure compliance with Section 26 of SS Law, Policies and Guidalines
in Determining and Managing Exposure Limits to Debt and Equity were
establshed. The wwestment limils for Conglomerata/Group, Individusl
Corporation, Individual Corparation’'s Debl and Individual Corporation's Equity are
detarminad basad on two principles: IRF forecast-based principle and risk-based
principls.

For the [RF forocast basad pnnciple, the lollowing are the Imit ceilings as portion
of IRF forecast, whers the IRF orecast is compuled from the previous year's IFR
plus 80 par cenl of (he current year's largal nigl revenie:

10 par cant for ConglomeralaiGroup

5§ per cenl for Individual Corparation

4 par cent for Individual Corparation's Delbit
4 per cent for Individual Corporation's Equity

The nsk -based principle for computing investment limits is basad on the company's
value and Iis credil scora.

INdIvidusl Corporsion
Faciors Deni Equujr
| 10 por cant of the Markial Vahes
mm';rnlmmn' Caphal af ll-:El::-r:|:|u:arnlr:;-u".;I of Total sumd and Outstinding
Shams of the Comonalisn
ok Measure Menon Distance-to-Lisl ol Altman Z-5oorm




¢, Liquidity Risk

Liguidity risk arises from the possibility that the S35 may encounter difficulties In
raising funds fo meet Its paymem obligations (e.g. payment of benefits, working
capital requiremants, and plannad capital expenditures),

555 manages this risk through dailly monitonng of cash flows in consideration o
future paymant dus dates and dally collection amounts, The S55 also mainiains &
sufficiant portfolio of highly marketable nssets thei con easily be kquidated ns
prolsction against unforsssen interruption to cash flow.

Insurance and Demographic Risks —risk of loss arsing from variation in pension
fund, clam axpenence and exposure o adverse persistency, and uncertainty in
demographic assumptions when the benefits were designed and valued.

S55 manages these rnaks through regular conduct of actuaral valuaton/studies
and monitoring of expenience, Thera are alse miligating mensures 1o control 555
mambers’ ani-solection practices. such as when a person who has belter
mformation on products and/or services salectively uses il to gain personal
advantage at the expenss of the provider or another party.

Strategic Risks - sk arising from unanticipated changes in key elements of
strolegy Tormulation and/or execution leading 10 actual sirstegic outcomes that
adversely defer from expectations.

S55 manages these nsks by creating harmonious relationshipa with vanous
staksholders, mondoring new and panding bills, and conducting reguiar sconomic
ressarchan/studes to crall appropriate polices beneficial to the System and its
members, Also, 558 implemented the No Gift Policy, No Noon Break Palicy, Anti-
Fixer Campaign and No Smalking Campaign which will enhance jis mage as o
govarmimenl nstitulion.

Risks — exposure (o polential loss, whather direct or Indirecl. due to
inaffective and inefficient intemal processas, human resource failures, systam
fallure, or sxlernal events,

SSS monitors these risks by conducting regular RCSA throughout the System,
RSCA provides |nsighls on risks in sach 58S unit, both existing or emeanging.
identified opsralional rsks through RCSA are consolidated n a sk report, which

is presented in Risk Management and Investment Commiitse mestings. Actual risk
inchlences are reporad as well

Through RCSA, 555 units become more aware on the nsks presant in their day-
lo-day operations. As such, thay are able to identily gaps and ineflactive controls
and coma up with sensiblé acton plans fo mimmize possible loss snd damage.
The progreas of the action plans is periodically monliored and reported.

Below are some of the rsk managemant ools used lo address operational rsks:

a. Privacy Impact Assessment — 555 conducts Privacy Impact Assassmant (PIA)
o evaluate privacy impacts in all procosaing systems — auisting, new and

o9




gnhancements. The PIA takes into account the nature of personal data 1o be
protactad, threshald analysis, personal data fiow, sinkehoider engagemant and

risks to privacy and security In aach processing system.

b, Directors’ and Officers’ Liabllity |nsursnce - SSS has been providing its
Commissioners and Executives with an indemnily caverage to alford 355, S5C
and Its Management the means to pursye their fiduciary duties and obligations
o always acl in the bost inlerest of the System, with utmost good faith Inall thel
dealings with the properly and monlas of 558,

c. Permonal Eguity Invesiment Palicy = 555 promotes high standards of inlegnty
and professional excallencs amaong its of ficers and employ ees in the Investment
of the Reserve Funds as provided under its Charter through regular monilaring
and regulating the official and personal transactions and activilies related o
pquity invesiments of concerned 555 officers and employees and the
establishmant of a disclosure mechanism for thelr personal equity investmants,

d Business Conbinuty Management Plan — Currently, the 555 trains its
employses 10 be propared against nalural and manmade calamiles through
regular conduct of disaster preperedness programs, e.g. fire drill, sarthquske
drill, back-up and recovery of systema. For long lerm preparation, the 555 has
created o Disaster Control Group that is responsible In planning strategies and
mechanism to provide continuous delivery of services to the public @midst any
disruption in operations caused by disaster. Alsa, 555 has created a Technical
Wiorking Group 1o develop a comprehansive Business Continuity Managamaenl
Program for 555 to ensure continuity of critical member sarvices, swift retum
to normal operations and reduce possible |oss on the onset of & disruption.

40. SUPPLEMENTARY INFORMATION REQUIRED UNDER REVENLUE
REGULATIONS NO, 15-2010

Presented under the following table is the supplementary information which is required by
tha BIR under Revenue Reguiations (RR)No. 15-2010 1o be disclosed as part of the notes
io financial statements bul s nol & disclosure specifically required under PFRS.

Pursuant 1o Section 2 of Revenue Regulations No. 15-2010, except for the disputad BIR
assessments for CYs 2014 and 2018 disclosed in Note 38, the S5S had no other panding

final or prelimenary deficlency tax assssoments issuad by the BIR as al December 31,
2025 and 2024.

The BSS, in iis capacity as a withholding agent, withholds and remits the applicable
ralional Exes imposad undar s National Internal Revenue Code of 1997, as amendad,
and itn implementing rules and reguistions. ‘Withholding taxes on compensation and
axpanded withholding taxes are generally remitied on or before the 15th day of the month
lollowing the withholding period, excepl for axes withheld in December, which are
remitied on or before January 20 of the succeading year, Final withholding taxes nnd VAT
are remitied in sccordance with the applicabie BIR regulations.

100



The taxes pald and laxes withheld as at December 31, 2025 are summarnized beiow:

Armount
Taxns pald as al December 2025
On compensation 571,234,685
Expanded 75,065,521
VAT and other percentage tax 114,309,059
Final tax 3,730,102
Output tex (VAT 116019452
Taxea withheld as ot December 2025 and remifiod in Jan 2026
On compensation 297 951,727
Expanded 12,845,751
VAT and other perceniage tax 374,154,570
Final tax 0
Cutput tax [VAT) 45 9A4 047
1,611,395, 610

Pursuant to Section 16 of RA No. 11199, otherwise known as the 55 Act of 2018, the 585
Is gerieraly exempl from national and local taxes on jis assets, properties, contributions,
ncome, myvestment earmings, and benalif payments, excepl as otharwiss provided by law,

Al laws fo the contrany nofwithstanding, the 555 and all its assels and
properties. all contnbutions collected and all accrualy therelo and
income or investmeni eamings therefrom, as well as all suppfes,
equipmen!, papers or documents shal be exempd from any lax
pagasament, fee, champe, or customs or mport duty; and sl benefi
paymanis mads by the 555 shall Biewise be asempt from all kinds of
taxes, fees or charges and shall nof be Nablke fo aftechments,
garmishments, levy or seizure by or under any legal or egquifable
procass whatsoavar, aiher before or affer receipl bl the person o
persons entitled (herelp, excepl fo pay any debf of the mambar (o he
SS85. No tox measure of whalsver nalure enached shal o the
S5S, unless i axprassly revokes the declared policy of the State in
Section 2 hereo! granting lax-exemplion fo ihe 555 Any fax
assessment imposed apsns! the 555 shall be null and vold ®

However, pursuant 1o Section B8(q) of R No, 10963, otherwise known as the TRAIN Law,

offective January 1. 2018. the VAT exemplion previously granted lo the SSS8 was
repoiled.

o
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OBSERVATIONS AND RECOMMENDATIONS

FINANCIAL ALDIT

The Other Payables — Member Loan Collections (OP-MLC) account, with a reported
balance of P1.585 billlon as st December 31, 2025, is unreliable due to:
a) unsupporied and Inappropriate adjustment to the Reserve Fund (RF) totaling
P1.159 billion; and b) unadjusted duplicate transactions amounting to P776.626
milllon that remain subject to revalidation, thereby affecting the fair presentation
mandated under Paragraph 15 of Philippine Accounting Standard (PAS) 1.

11

1.2

13

1.4

Paragraph 15 of PAS 1 provides that financial statements (FS) shall present fairly
the financial position, financial performance and cash flows of an entity, Fair
presentation requires fathful representstion of the effects of transactions, other
avents, and conditions i accordance with the dalinitions and recognilion critera
for assets, liablites, income and expanses set out in the Conceplual Framewark
for Financial Reporting (Conceptual Framework). The application of Philippine
Financial Reporting Standards (FFRS) Accounting Standards, with msdditional
disclosure, when necessary, s presumed to result in FS that achieve a far
presantation.

Relaledly, under Paragraphs 2.12 and 2.13 of the Concaptual Framewari, o bi
usaful, firancial information must not only represont relevant phenomana, but i
must also faithfully represent the substabce of the phenomena thal it purports to
represant. To be a perfectly faithlul represantation, a depiction would have three
charncteristics. It would be complets. neutral and free from arror,

The OP-MLC account serves as a lsmporary holding account for loan amortization
remiltances mceived from collacting pariners that cannot yel be matchaed with or
posied 1o the corresponding Subsidinry Ledgers [(SLs) of member-borrowers
Amounts recorded under this account remain pending until the related collection
documents such as loan collection kats (LCLs), paymant retum forms (PRFs),
special bank receipts (SBRs), employer (ER] and employes (EE) 585 numbers,
and |loan data files are validated. Upon complation of validation, the balances are
reclassilied o the appropriste Loans, Interesl, ond Penalty Receivables—ML
sccounts and subsequently posied to the SLs of the member-bomowers through
e anhancad Loan Managament System (eLMS). Collections thal sre not posted
within the month of receipt may be camed over and postad in the succeeding
months.

The prassnce of unposled transactiors B attributable 1o varlols conditions
encountered  during the validation and posting process. Key factors include
emplioyer remitiances submitted without coresponding loan collection lists,
payrmants pending system verification, fransactions tagged as unpostable due o
data |Inconsistencies. excess payments requiing adjustmenl, unexplained
vanances, and amounts posted in excess of actual obiigations. Collectively, thesa

conditiona dalay the reconciliation and posting of loan collsctions 1o members’
RECOUME.

o
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In this process. the General Accounting Department (GAD ) initially records the loan
collections racahvad from coliscting partners by cradiling the total remillances (o
the OP-MLC account. Subssquently, upon valdatlon by the Cash Management
Daparimeant (CMDO), the Invesimanis Accounting Departmeant (1AD) fecliitaias fhe
posting of collections io the SLs of member-bormowers and allocales the
comesponding amounts to the appropnate Member Loan Receivable accounts for
salary, calamity, emergency, and education loans, as wel as the related interest
and penalty. receivable accounis. This procedurs B intendad 1o facilitnia the propar

recognition and spplication of validated collections o the corresponding loan
obiigations of member-bormowers.

Onir audit of the OP-MLC account amaunting to P1.545 bilion as at December 31,
2025 revesdlad the followng obsenvations:

Unsupported and inappropeate adusiment fo the RF accoun/

1.7

Cn March 25, 2026, the AD submiEed a reconcfiation report of the OP-MLC
account with an culstanding balance of P1,585 billon. Prior o the inclusion of the
“For Adjustiments” sccounts totmling P1.159 billon, the account reflectsd an
unadusted balance of P435.765 million, as presanted in Table 1.1 below:

Table 1,1 OP-MLC Account Balance
As ol December 31, 2025

{in millions)
usied Eniding Halance. Dreember 11, 7035 FiSE TS

Ao for mOpLETIaNT
Total vananos of meh coll=cions vi mmitiance report for OY's 2024 & 2025 436 5006

Adjugied balanoe ol veranos of coxh collecons . mmitancs mped for 2004 367 056

Vananes of pish sallecinins ve eriitanoe for ¥ 2028 38 AED
Total for adjussmenis = vanous for E‘ﬁ"ﬂ'ﬁ% TZ2508

Adjlistod balance for adjesiments — various for CY 2024 T8k

For adjusimiants = wirous for Y 2025 {8.355)
Toial far acjustrmnis R LTI
Adjusted Ending falance December 31, 2025 H|IHITI1

1.8

1.8

The IAD clarfied that the "For Adjustments® balence consists of year-ond
recanciling lems imended to increase the OP-MLC Ganeral Ledger (GL) balance,
theraby aligning It with the SL balance. Management reasoned that the SL balance
provided @ mora reliable basts for adjustment, as it s supported by complete
listings of oculslanding OP-MLC balances. However, during a meeting with
Management on May 21, 2026, it was disclosed that the adjustments previously
made 1o the corresponding Recelvable accounts by former personnal could no
longer be traced, Consaquently, Management opted to charge thess ransactions
1o the RF sccount, asserting thal they perimn exclusively o transactions (o prior
periods. Upon review, the Audit Team roguested further clarification from the LAD
regarding tha basis for adjusting the OP-MLC sccountio the RF sccount, ncluding
the comespanding treatment of the affected individual SL accounts, which shauld
be reconciled with the OP-MLC balancs.

The IAD explained that the sdistment to the RF sccount was considered the most
prudent aption, givan that the accounts mre long-outstanding and difficull io frece.

Ty
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1.11

1.12

However, no detsiled breakdown or supporing schedule was provided fo
determing the composition of the “For Adiustmants” account. Thus, the Audil Team
noled that the adjustment lacks sufficlent basis to justify the transfer from the
OP-MLC account fo tha RF account solaly (o comect its balanca.

Basad on the records provided, the OP-MLC sccoun! balance was adjusted 1o
P1.585 billion, representing the total unposted member loan collections and the
purporied corect ending balance of the account. However, ihe approgristenass of
adjusting this amount 1o the RF account, instesd of recording it against the
coresponding Recelvable accouni, remaing questionable dibe (o the |[Bck of
sufficient basis and supporting documantation.

By nature, the OP-MLC account represents collsctions that are intended 1o settle
specific mamber loan receivables; thus, any adjustment resulting In a reduction o
this account ahould likewisa result in n coresponding decraasa in tha related
receivahia balances, Directly adjusting the amount 1o the RF account depants from
the proper accounting treaiment, as i disregards the fundnmentinl relatonship
between collections and the receivables they are meani to extinguish.

In the absence of sufficiant basis and supporting documentation, the validity and
appropriaienass of the adjustment could not be established. Consaquantly, the
rediability of the reported balance of OP-MLC accounl amounting o P1.585 blllan
is encertmn, thereby alfecting the falr presentation of the FS.

Duplicate transactions from n Servicing Bank

1.3

1.14

1.15

In Calendar Year (CY) 2018, o servicing bank of the 5SS transmitted loan
collecton data through two separate channels, namely, the Electronic Data
interchange Network (EDInet) and the E-Paymenl Collection System (EPCS)
EDlnet prmarnly functions as a dala transmission facility for payment files and
ullizes contral numbers for monitoring purposes, without genersting Individual
transaction referances for payors. On the cther hand, EPCS is a payment platform
designad 1o process and validate payments, confiem fund availabiity, and gorierats
elactronic of payment containing a unique Transaclion Relerence (TH) upon
successful complation of the transaction,

Due to the differences In the processing features of these two channels, the
submissions by the servicing bank fransmiited ihrough EDInst and EPCS were
treatsd as ssparate collections, notwithstanding that they pertained o the same
transactions amounting 10 P1.096 bilion. In particular, the absence of TRs in
EDnet. compared with the automatic generation of unique TRs in EPCS, causad
ihe collections 0 appesr distinct from one anciher. Conseguently, both seis of
transactions wers nadvertently recorded by the GAD as separate and unigue
transactions, resulting In duplicate enines in the sccounting records fotaling P2.182
billlon,

The comesponding |ourral entries were recorded twice, with debits to the
Heceivablas - CB/CA accounl and credits 1o tha DP-MLC accounl

Although
adjustments to comect the duplicate entries were Initially made in October 2018,
these were subssquonlly reversad in July 2018,

104



1.16

1.18

1.19

1.20

1.2

1.22

In CY 2024, an Audit Observation Memorandum (AOM ) was issued relative (o the
balsnes of (he Receivabls - CB/CA account. As pan of the audil procedures, bank
confirmation was undertaken and a verification request wes sent fo the sarvicing
bank. In its roply, the servicing bank confirmad that it had no outstanding payable
balance o the SS5. This prompted GAD to conduct an analysls and detalled
rewiew of the Recelvable - CB/CA account, particularly the servicing bank -roluted
transactons.

Tha review and varfication conducted by GAD disciosed thal the outstanding
recelvable balance attributable {o the servicing bank was caused by duplicate
transachons recorded in CY 2018 for which prior corrective adjustments had baen
reversed. To rectiy the error, GAD reversad the identilied duplicats servicing bank
transactions amounting to P1.086 bilkion in CY 2024 by debiling the OP-MLC
account and crediting the Recelvable - CBICA account. This adustment was
intanded o raverse the overstalement ansing from the duplicate transactions and
eiminate the outsianding balance in the Receivable - CB/CA account af the
BeErYicing bank.

To distinguish valid payments from duplicale lransactions, S58 impiementad a
baich run procedure whersby duplicale transactions were lagged as "V, whils
original iransactions wen iagoed as "P°, indicating posted payments

Furiher, the Audit Team. in coordination with the inflormation Sysiems Departmant
(150} I, extracted data on transactions tagged as “V" and confirmed that the
duplicats transactions adjusted by GAD amounting 1o P1,086 billon were comracty
identifled and tagged as duplicate transactions. Howevar, the axiraction disclosad
duplicats transactions related to the sarvicing bank totalng P1,628 billlan for CY
2018, anceeding the amount adjusted by GAD by P532 millian.

Qn March 6, 2026, the Audid Team requesied the GAD o validate the duplicats
transactions thal had already been adjusted on their end against the list of
servicing bank duplicats transactions amounting to P1.628 bilion exiractsd by 15D
. As at Aprl 15, 2026, GAD submilled an initial list of verified and adjusted
dupkcate fransacticons lotaling PB51.391 million. However, approximately 10,037
duplicate transactions, amounting to P776.626 milkon, remain sulyect to flrther
validation by tha GAL,

Management cofiveyad iia commiment 1o complete, within CY 2026 the
varfication and vakdation of the ramaming servicing bank-related transactions, as
wall as the preparalion end submisslon of the necessary supporting decuments for
the comresponding adjusting entries.

Likewine, with respect to the remaming unresolved duplicate transactions iotaling
PT76.828 milkon, the Audil Team rmegquesisd GAD to explain  (he
non-mplamantaton of the presanbed corrective actions, such as adjustment of the
OP-MLC account 1o s comesponding Recelvable accounts and provide the
schedule accompanying the reconciliation of the said duplicate transactions, GAD
maintained thal no Turther adjustiment 1o the Receivable - CB/CA accoun!t related
to the servicing bank tronsactions was necessary, as the account had niready baen
fully reconciled as al Decamber 31, 2025, as evidenced by the absance of any
outstanding balance in the Receivabile - CB/CA account.

1.7



1.23

1.24

145

1.26

127

Despite the apparent sotflemont of the Receiveble - CRICA account, the GAD
acknowledgad several unresolved discrepancies. First, the P1.098 billion reversed
for duplicate servicing bank fronsactions axcesaded the valideted duplicates of
P851.391 million. Second, PTTE.628 milkon remains subsect to revalidation,
Consequently, a P532 milion gap exisls between the P1.098 billon in actual
adjustments and the P1,628 bilion n duplicate transactions identified by IS0 1)1 for
CY 2018, The specific transactions comprising this P532 million difference must
siil be identified and validated for subsequent adjustment, as necessary.

Thasa conditions indicate that the reversal recorded, including its affect on the
OP-MLC account, is not Tully supportad by the results of the valdation, themby
ralging concems on the accuracy of the adjustments made

Furthermore, the leck of compista valkdation and the inconsistancy betwesm the
valdatid and reversed amounts increass the risk of msstaiement in the affectsd
accounis and undermine the reliabilly of financial reporting. This condition
highbghts the need for a comprehensive revakdation and reconciliation of the
duplicate fransactions, including proper tracing of entries in both the GL and SLs.
{0 ensure the accuracy and completenass of loan paymaent data,

In view of the foregoing, the unsupported and insppropriate adiustment 1o the RF
account tolaing P1.150 billion. as wall as the unadjusted duplicate transactions
Inwolving the servicing bank amaunting to PTTEG26 million, which remain subject
o revilidation, adverssly affect the sccuracy and refiabilly of the OP-MLC
account, comtrary 1o the fair presentation mandated under Pamagraph 15 of PAS 1.

We recommended and Management agreed to:

a. Require the |AD to submit a comprehensive aging breakdown and
supporting schedule for the “For Adjustmants® account balance as al

December 31, 2025, that explicitly identifies the origin, nature, and age
of aach reconciling Item;

b. Perform a thorough review of the P1,150 billion RF adjustment and, i
found to be unsupported, immediately execute correcting entries to
resters the OP-MLC account and reclassify amounis to thelr proper
Receivable accounts to ensure fair valuation and FS accuracy;

For the duplicate transactions from the Servicing Bank

c. Expodile the completion of the verification and revalidation of the
remaining 10,037 duplicate transactions amounting to P776.626 million
to determine their validity or confirm them as duplicates;

d. Conduct furthar verification and implement the necessary adjustments
on the remalning P532 million variance between the actual adjustments
of P1.096 billion and the duplicate servicing bank transactions Identified
for CY 2018 of P1.628 blllion:;






