BUTI NA LANG, MAY SSS!

P2,000 SSS Pension Increase
(House Bill 5842)



Financial Impact of the P2000
ATBP



Financial Impact of Proposed P2000 Pension
Increase (based on the veto message)

*Total payout of P56 Billion annually

*Compared against investment income of P30

billion-P40 billion*, deficit will be P16 billion-P26
billion annually

* P40 billion based on 2014 financial statements

Buti na lang may SSS!
Aming kontribusyon, ipong nagbibigay proteksyon!
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Cost of P2000 Pension Increase for the First Year

Number of Pensioners 2.15 Million
Multiplied by: Across-the Board Php2,000
Pension Increase

Monthly Cost of Pension Increase Php 4.3 Billion
Multiplied by: Number of Months 13
Cost of Pension Increase Php56 Billion*

*Required funding is expected to further increase as the number of
pensioners grow every yeatr.

f' Buti na lang may SSS!
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Projected Net Loss in 2016 (without maternity benefits
increase)

Revenues
Contributions
Investment Income

Expenditures
Benefits
Operational expenses
P2000 pension increase

NET REVENUE (LOSS)

141 141

30 171| 19 160
118 118
12 12

130 56 186

41 (26))

_/—' Buti na lang may SSS!
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Actuarial Impact of the P2000
ATBP



Actuarial Impact

V4

Previous study presented to Congress: P2,000
across-the-board-pension increase for existing and
prospective pensioners will shorten the fund life by
13 years, from 2042 to 2029.

Due to current low market sentiment and
divestment plan, fund life is projected to decrease
to 2027 (11 years from today).

2027 2029

To maintain the fund life at 2042, contribution rate
needs to increase from 11% to 15.8%.

Buti na lang may SSS!
Aming kontribusyon, ipong nagbibigay proteksyon!



Reversal of Gains Achieved
since 2010



Reversal of gains achieved since 2010

e The P2000 increase would negate the gains
attained under the present administration.

f' Buti na lang may SSS!
J‘ Aming kontribusyon, ipong nagbibigay proteksyon! ’




SSS Accomplishments

Growing contribution surplus* beginning
2012 which indicates contribution collections
can more than fund benefit payments and
operating expenses without dipping into

investment income. 4.0
2.3
I I I I I I I 2012 2013 2014 Oct-15
(4.3) (4.3)
5.0
(6.3) (6.0) (5.7) (5. 8) ( )
(7'8) (8 2 * o °
Members' Contrlbutlons minus Benefit Payments
(11.2) minus Operating Expenses
(12.1)

Buti na lang may SSS!
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Increased net revenue averaging at P33 billion
from 2010 to 2014 versus an average of P8
billion from 2000-2009

44.5

A

Ave 8 Billion Net Revenue Ave 33 Billion
Net Revenue

4.6
-__-_IIIIIIIII

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Oct-15

_/—' Buti na lang may SSS!
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50% Growth in Assets over a 5- year period from

Php298 billion in 2010 to Php447 billion in 2015.

427

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Oct-15

E Buti na lang may SSS! 5
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Prudent Management of Operating Expenses

= QOperating expenses are only 15.5
49% of the allowed charter 13.4 120
limit vs. 69% in 2010 103
7.1 “ \ 7\'6 \:;1 6.8
6.1 5.6 . > o ) 69'% 529 N
\ N N 49%

N\

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Oct-15

B Charter Limit X Operating Expenses

...while membership has grown steadily
through the years

Buti na lang may SSS!
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SSS Investments Yield Outperformed Benchmarks

I
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2005 2006 2007 2008 2009 2010 j2011 2012 2013 2014 10M2015I
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PDS 10-Y
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Buti na lang may SSS!

Aming kontribusyon, ipong nagbibigay proteksyon! 1




Other Major Accomplishments

e Strict enforcement of benefit payouts to pensioners;

* Increase in contribution rate from 10.4% to 11% and
increase in maximum monthly salary credit from
Php15,000 to Php16,000;

* 5% across-the-board-pension increase in July 2014,

 |ncrease in funeral benefit from a fixed amount of
P20,000 to a maximum amount of P40,000 in August
2015;

Buti na lang may SSS!
Aming kontribusyon, ipong nagbibigay proteksyon!
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Other Major Accomplishments

e A voluntary provident fund (PESO Fund) for SSS members
to provide more avenues for retirement security;

* Together with the National Government, a Php7-billion
Educational Assistance Loan Program in 2012 benefitting
67,299 qualified students as of June 2015;

* Opening of additional 109 branches since 2010 providing
greater convenience and accessibility to SSS services.

f' Buti na lang may SSS!
J‘ Aming kontribusyon, ipong nagbibigay proteksyon! 1o




Historical Contribution and
Pension Increases



SSS Historical Across-the-Board Pension Increases

Effectivity Rate Effectivity Rate
JAN 1980 20% MAY 1991 15%
JUN 1981 20% SEPT 1991 10%
JUN 1982 20% SEPT 1992 10%
JUN 1984 15% MAY 1993 10%
JAN 1986 20% SEPT 1993 10%
JAN 1987 20% MAY 1994 5%
SEPT 1987 20% SEPT 1996 10%
SEPT 1989 15% SEPT 1997 8%
SEPT 1990 15% SEPT 1999 10%

lllustration: P 120 P 1’259 1 ) P1,139

2000 pension 10.5 x

1980 minimum pension

Buti na lang may SSS!
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What is the Life of the SSS Fund?

~
~

> Ultimate goal: Gradually back to perpetuity

N

N\
S p With Reform Agenda

* % Funds to last until 2042
\

\i In 2007: Funds to last until 2039

. In 2003 : Funds to last until 2031
/
]

~ = In1999: Funds to last until 2015
/

¢
.~ In 1980: Funds to last in perpetuity

7’ (70 years based on international standard)




FVR cronies bled SSS of P35B: Erap

Plundered pension funds
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Haley warned that if the government does
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Increases in Contribution Rate vs. Pension

CONTRIBUTION RATE PENSION INCREASES

2007: 10% 2014: 5%

2014: 11.0% 2000: 10% | 2006: 10%
_ . n . 1997: 8% 1999: 10%
2007: 10.4% 1994: 59, 1996: 12;
ST T 1993: 10% 1993: 10%

1991: 10% 1992: 10%

. . 1990: 15% 1991: 15%
No increase in 1987: 20% 1989: 15°/:

23 years - 1986: 20% 1987: 20%
1982: 20% 1984: 15%
1980: 20% 1981: 20%

Rate increased 3 times Pensions increased 22 times

1980: 8.4%

f' Buti na lang may SSS! -
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SSS Actions on HB 5842-
Chronology of Events



House of Representatives

5 Feb 2014 (5:50 pm)- HB 3851 proposing P5K atbp increase was filed in the HoR.
Jun 2014 - Cong Colmenares instructed SSS to present study on P1K pension increase
August 18, 2014- SSS submitted position statement on the P1K atbp as required by HoR

27 May 2015 - During the TWC Meeting, the proposed pension increase was raised to
P2K. SSS was not given the opportunity by the HoR to present its actuarial study on the
P2k atbp despite a categorical request during the TWC meeting.

June 4, 2015- HoR GEPC issued Com Report No. 763 recommending the 2k pension
increase without asking SSS comment thereto and adopted as HB 5842 proposing P2K
atbp increase, as the the substitute bill and referred to the Committee on Rules on the
same date was likewise approved on 2NP READING and copies were immediately
distributed to house members

9 Jun 2015- HB 5842 approved on 3™ reading without debate (refer to HOR website for
legis history)

June 11, 2015- Bill transmitted to Senate

23



Senate

11 June 2015 - HB 5842 was received by Senate.

Note that even prior to transmittal, SSS submitted position statement to Senate against HB 5842
18 Aug 2015 — Public Hearing on Sen Villar’s Committee — SSS extensive presentation

HB 5842 was adopted w/o amendment under Com Report No. 213

30 Sep 2015 — Sen Enrile’s Manifestation strongly opposing HB 5842

Jul 2015 — Sen Villar, on the last minute, cancelled a meeting with SSS re HB 5842

18 Aug 2015 — Public hearing on Sen Villar’s committee, SSS’ position regarding its true state of affairs, the
serious negative impact of HB 5842, the clear absence of any idea/guidance on how the huge increase
would be financed was not given consideration

HB 5842 was adopted w/o amendment under Com Report No. 213
8 Sep 2015 — Sen Recto’s sponsorship speech endorsed the 2K increase

Jul to Oct 2015 - SSS wrote letters/held presentations & meetings for Senators, PLLO and staffs against HB
5842

Sep to Oct 2015 — Series of meetings with Sen Recto on the adverse impact of the bill

1 Oct 2015 — After Sen Enrile’s Manifestation strongly opposing HB 5842 was SP Drilon’s media interview —
Senate cannot approve the measure that might put the SSS into bankruptcy (http://politics.com.ph/drilon-
says-p2k-pension-hike-will-drive-sss-out-of-business)

9 Nov 2015 - HB 5842 passed 3™ reading at Senate

24



Background on Social Security
Law



1) Background on Social Security Law

Defined benefit scheme, not defined contribution

Problem: Mismatch between contributions &

benefits
Approximate Benefit Payout
per P1 Contribution
Minimum Contributor P15
Maximum Contributor P 6

Result: Unfunded Liability

Buti na lang may SSS!
Aming kontribusyon, ipong nagbibigay proteksyon!
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RSBS New Clippings



SOME OF AFP-RSBS NEWS CLIPPINGS

Philippines  Indonesia

News Opinion Regions World Sports Business Special Reports The Su: IRREES News Video Business Newsbreak MovePH Views Life&Style Entertainment Sports Tech BrandRap
FastTimes | TechTimes | Life&Times | ShowTimes | Expats&Diplomats | Hi!Society | Health | m

AFP shutting down soldiers’ pension fund e . .
December 10, 2015 _o_.'g,,,, g Mllltal'y pensions In danger as COA reports

by KATRINA MENNEN A. VALDEZ
P47-B fund shortfall

COA says assets of the AFP Retirement and Separation Benefits System falls short of estimated funding
requirements

|NQU|RER.net NEWS OPINION SPORTS LIFESTYLE PREEN ENTERTAINMENT BUSINESS TECHNOLOGY GLOBAL NATION

Military pension crisis seen as payouts outpace budget

By: Ronnel W. Domingo  Philippine Daily Inquirer
1 AM October 11th, 2011 lNQu'Rf_R_ne( NEWS OPINION SPORTS LIFESTYLE PREEN ENTERTAINME!

,@inquirerdomel

There could b INQUIIRER .net NEWS  OPINION SPORTS LIFESTYLE PREEN ENTERTAINMENT BUSINESS TECHNOL

paysare e — AFP to stop collecting pension funds

Monday. ’ . . .
0‘7 t OWeS retlrees I l[l pe l] Slo [] By: Jaymee T. Gamil  Philippine Daily Inquirer
In a statement ) W einquirerdotnet  02:27 C nber 15th, 2015
personnel—ut
and the Philip| By: Jovic Yee Philippine Daily Inquirer
PET bill ’ " . Ay } A THE ARMED Forces of the Philippines is expected to discontinue the collection of contributions to the
PE7 billion by ’@lnqulrerdo(net )3:26 AM Fel 5 % = P 7 P
Retirement and Separation Benefits System (RSBS) in what Is considered an overdue deactivation of the
He said that al 1979 pension plan for military personnel
Fi Al - INQUIRER Fi requirements Titia £ . 3
B:‘:ff(;sec'ewy BARRCO ADSI I MUNIER FLE llion Fridgye-efMTy midmorning breeze in Taytay town, Rizal prov {ailed to temper the anxiety felt by a group In a media interview on Friday, AFP-RSBS president Norman Legaspi confirmed that the military pension
) ofgetired soldiers who have been waiting these past 14 years for the Commission on Audit’s decision fund had submitted a deactivation and liquidation plan to the Governance Commission for Government:

The affirm ke [glease of their accumulated pension arreas Owned and -Controlled Corporations (GCG).

budget chief said the current pension system is R 2 Hude R _—r o . ¢ 501 e
Retired Maj. Alfonso Besario, the national president and chair of the Conference-Assembly for Unity and The plan includes a recommendation for RSBS contributions to be stopped by January 2016; the refund of
RSBS contributions with 6-percent interest amounting to around P12 billion, and the liquidation of around
P6 billion worth of RSBS asse

unsustainable” since the government shoulders the
Solidarity of Associations in the Armed Forces and Police Retirees, Veterans Pensioners Inc., said that their
group of 120,000 retired soldiers and pensioners all over the country, has been “at the mercy of the

In particular. the military pension system is faced with a government for the past 14 years.” as it held back their pension arrears that have so far ballooned to at The development is way behind schedule as former
growing amount in unpaid pensions caused primarily by

retirement benefits being pegged to the salaries of

benefits paid to retired military personnel

to be paced over the next three to four years, Legaspi said.

least P18 billion. President Gloria Macapagal-Arroyo had already ordered
07 the RSBS effective Det™SangQ06.

active personnel In his af ore a small crowd of about 30 retirees and pensioners in Taytay during the or

Legaspi said the RSBS had
pakinabang”) since the

me “useless”

‘ond anniversary, 64-year-old Besario said the arrears have ballooned to P18.4 billion to date, after cor walang

Abad said that based on projections, the pension
requirements of military, police and other uniformed
personnel was projected to grow to P111 billion in 2016
from the proposed budget of P52 billion for 2012

vernment takes care of the

government “(failed) to implement well Presidential Decree No. 1638 or the AFP Retirement Law, and
ublic Act No. 9166, which allows for an increase of base pay rate and benefits among AFP officers and
enliste {r

Soldiers' retirement benefits.

The long wait has decimated their ranks, the retired
major said, adding that two weeks ago, they lost another
colleague to advanced age
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Pension Formula



SSS Pension formula: The highest of :

'

—r

PHP 300 + 20% of AMSC! +

2% of AMSC for each CYS?in
excess of 10 years 4

N

40% of
average MSC

| Minimum guaranteed pension

Retirement
* PHP 1,200/month if 10 < CYS < 20
* PHP 2,400/month if CYS > 20

1Average Monthly Salary Credit
2Credited Years of Service

f Buti na lang may SSS!
J‘ Aming kontribusyon, ipong nagbibigay proteksyon!

Disability & Death

* PHP 1,000/month if 3 < CYS< 10
* PHP 1,200/month if 10 < CYS< 20
* PHP 2,400/month if CYS > 20
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Investment Portfolio



Investment Portfolio

Corporate Bonds Development
and Notes, 7.32% __Loans, 0.05%

Salary Loans, __
15.05% ’

—__Government

Securities,

Housing Loans, “ 39 12%
2.95% - )

Bank Deposits,
7.60%

Real Estate .
Properties, 4.32%/

Equities, 23.59%
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Equities
8,217.30
33.94%

INVESTMENT INCOME: CONSOLIDATED
January - October 2015

(Amountin Million Pesos)

Real Estate

Properties
415.89
1.72%

TOTALINCOME =P24,213.47-M
Annualized ROI = 7.04%

Government

Securities
9,201.94
38.00%
Bank Deposits
540.49
2.23%
Development Corporate Notes &
Loans Bonds
13.03 1,152.31
4.76%
0.05% Housing Loans Salary Loans

28497 4,387.55
1.18% Lot
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World Bank Study on Coverage
Rates



Coverage Rates by Region (World Bank Study
2012)

Figure 18: Average coverage rates by region
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m
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20%
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EastAsia & Europe & High Latin Middle East South Asia Sub-Saharan
Pacific Central Asia income: America& & North Africa

OECD Caribbean Africa
M Active Members (% Labor Force) W Active Members (% Working Age Population)

Source: World Bank Pension Database
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BUTI NA LANG, MAY SSS!

End of presentation. Thank you.






