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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
Manulife Investment Management and Trust Corporation

Opinion

We have audited the financial statements of the Manulife Money Market Fund (the Fund) operated by the
Manulife Investment Management and Trust Corporation (formerly known as Manulife Asset
Management and Trust Corporation) (the Trust Corporation), which comprise the statements of net assets
attributable to unitholders as of December 31, 2022 and 2021, and the related statements of
comprehensive income and statements of changes in net assets attributable to unitholders for the year
ended December 31, 2022 and for the period October 5, 2021 to December 31, 2021, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Fund operated by the Trust Corporation as at December 31, 2022 and 2021, and its financial performance
for the year ended December 31, 2022 and for the period October 5, 2021 to December 31, 2021, in
accordance with the Regulatory Accounting Principles (RAP) of the Bangko Sentral ng Pilipinas (BSP).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Trust Corporation and the
Fund it operates in accordance with the Code of Ethics for Professional Accountants in the Philippines
(Code of Ethics) together with the ethical requirements that are relevant to our audit of the financial
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter - Basis of Accounting

We draw attention to Note 2 to the financial statements, which describes the basis of accounting. The
financial statements were prepared in accordance with RAP of the BSP, which differ from Philippine
Financial Reporting Standards in some respects. These were prepared to assist the Trust Corporation in
meeting the requirements of the BSP. As a result, the financial statements may not be suitable for another
purpose. Our opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with RAP of the BSP, and for such internal control as management determines is necessary to

enable the preparation of the financial statements that are free from material misstatement, whether due to
fraud or error.
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In preparing the financial statements, management is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that

is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Fund’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Fund to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

SYCIP GORRES VELAYO & CO.

L. v

Bernalette L. Ramos
Partner
CPA Certificate No. 0091096
Tax Identification No. 178-486-666
BOA/PRC Reg. No. 0001, August 25, 2021, valid until April 15, 2024
SEC Partner Accreditation No. 91096-SEC (Group A)

Valid to cover audit of 2021 to 2025 financial statements of SEC covered institutions
SEC Firm Accreditation No. 0001-SEC (Group A)

Valid to cover audit of 2021 to 2025 financial statements of SEC covered institutions
BIR Accreditation No. 08-001998-081-2021, February 1, 2021, valid until January 31, 2024
PTR No. 9564685, January 3, 2023, Makati City

April 13,2023

A member firm of Ernst & Young Global Limited CONFIDENTIAL



MANULIFE MONEY MARKET FUND
(OPERATED BY THE MANULIFE INVESTMENT MANAGEMENT
AND TRUST CORPORATION)

STATEMENTS OF NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

December 31

2022 2021

ASSETS
Cash and cash equivalents (Note 6) P445,633,450 P1,476,145
Financial assets at fair value through profit or loss (Note 7) 609,914,800 213,005,356
Interest receivable (Note 7) 418,261 2,604,610
Subscription receivable - 503,000
TOTAL ASSETS £1,055,966,511 P217,589,111
ACCOUNTABILITIES
Accrued expenses (Note 8) P164,559 £24,422
NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

(Note 11) £1,055,801,952 P217,564,689
NET ASSET VALUE PER UNIT (Note 11)

Class A (PHP) P1.0148 £1.0013

Class I (PHP) 1.0213 1.0024

See accompanying Notes to Financial Statements.
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MANULIFE MONEY MARKET FUND

(OPERATED BY THE MANULIFE INVESTMENT MANAGEMENT

AND TRUST CORPORATION)

STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2022

AND FOR THE PERIOD OCTOBER 5, 2021 TO DECEMBER 31, 2021*

Periods ended December 31

2022 2021
(One year) (Three months)
INCOME
Interest income (Notes 6 and 7) £10,015,036 P968,981
Trading and securities gains/(losses) (Note 7) 4,541,454 (25,892)
Other income 36,255 4
P14,592,745 £943,093
EXPENSES
Trust fees P461,226 P42,133
Audit fees 317,753 —
Fund administration expense 139,276 8,462
Investment fees 41,575 6,573
£959,830 P57,168
INCOME BEFORE INCOME TAX P13,632,915 P885,925
PROVISION FOR FINAL TAX (Note 2) 2,003,007 193,796
NET INCOME/TOTAL COMPREHENSIVE INCOME** P£11,629,908 £692,129

*  Manulife Money Market Fund was launched on October 5, 2021.
**  The Fund has no other comprehensive income items.

See accompanying Notes to Financial Statements.
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MANULIFE MONEY MARKET FUND
(OPERATED BY THE MANULIFE INVESTMENT MANAGEMENT

AND TRUST CORPORATION)

STATEMENTS OF CHANGES IN NET ASSETS ATTRIBUTABLE

TO UNITHOLDERS

FOR THE YEAR ENDED DECEMBER 31, 2022
AND FOR THE PERIOD OCTOBER 5, 2021 TO DECEMBER 31, 2021*

Total Net Assets

Accumulated Attributable

Principal Income  to Unitholders

Balance as at January 1, 2022 P216,872,560 £692,129 P217,564,689
Contributions 1,922,356,877 - 1,922,356,877
Withdrawals (1,095,749,521) - (1,095,749,521)
Total comprehensive income - 11,629,907 11,629,907

Balance as at December 31, 2022

P1,043,479,916 P12,322,036  £1,055,801,952

Balance as at October 5, 2021 P P P
Contributions 226,020,943 - 226,020,943
Withdrawals (9,148,383) - (9,148,383)
Total comprehensive income - 692,129 692,129
Balance as at December 31, 2021 £216,872,560 £692,129 £217,564,689

*  Manulife Money Market Fund was launched on October 5, 2021.

See accompanying Notes to Financial Statements.
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MANULIFE MONEY MARKET FUND
(OPERATED BY THE MANULIFE INVESTMENT MANAGEMENT
AND TRUST CORPORATION)

NOTES TO FINANCIAL STATEMENTS

1. General Information

Manulife Investment Management and Trust Corporation (formerly known as Manulife Asset
Management and Trust Corporation) (MIMTC or the Trust Corporation) was incorporated and
registered with the Philippine Securities and Exchange Commission (SEC) on February 1, 2017 to
engage in the business of trust, other fiduciary business and investment management activities. The
Bangko Sentral ng Pilipinas (BSP) granted the Certificate of Authority on June 5, 2017 and MIMTC
received the official notification to operate and perform trust and other fiduciary business services on
June 13, 2017. On April 28, 2021, the Securities and Exchange Commission approved the amendment
of the Trust Corporation’s legal name from Manulife Asset Management and Trust Corporation to
Manulife Investment Management and Trust Corporation. The amendment was approved by majority
vote of the Board of Directors (BOD) and by the stockholders on February 13, 2020.

MIMTC officially commenced its operations on September 14, 2017 and formally launched the
Money Market Fund (the Fund) on October 5, 2021.

MIMTC is a wholly owned subsidiary of The Manufacturers Life Insurance Co. (Phil.), Inc., a life
insurance company incorporated and with principal place of business in the Philippines. The ultimate
parent company is Manulife Financial Corporation, a publicly traded company incorporated in
Canada and is listed in the Toronto Stock Exchange, Hong Kong Exchange, New York Stock
Exchange and the Philippine Stock Exchange.

MIMTC’s registered office address and principal place of business is at 10th Floor, NEX Tower,
6786 Ayala Avenue, Makati City.

2. Summary of Significant Accounting Policies

Basis of Preparation
The accompanying financial statements have been prepared on a historical cost basis, except for
financial assets at fair value through profit or loss (FVPL) that have been measured at fair value.

The accompanying financial statements of the Fund operated by the Trust Corporation are presented
in Philippine peso, which is its functional currency. All amounts are rounded off to the nearest peso
values, unless otherwise indicated.

Statement of Compliance
The accompanying financial statements of the Fund are issued in compliance with the following BSP
guidelines:

e BSP Memorandum dated October 16, 1990, as amended;

e Revised Manual of Accounts (MOA) for Trust, Other Fiduciary Business and Investment
Management Activities dated February 14, 2002;

BSP Circular No. 494, dated September 20, 2005;

BSP Circular No. 609, dated May 26, 2008;

BSP Circular No. 653, dated May 5, 2009;

BSP Circular No. 813, dated September 27, 2013;
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BSP Circular No. 967, dated July 27, 2017,

BSP Circular No. 1011, dated August 14, 2018;

BSP Circular No. 1021 dated November 15, 2018;
BSP Circular No. 1023 dated December 4, 2018; and
BSP Circular No. 1075 dated February 13, 2020.

The financial statements of the Fund have been prepared in compliance with Regulatory Accounting
Principles (RAP) of the BSP as indicated in BSP Circular No. 653, which differs from Philippine
Financial Reporting Standards (PFRS) in some respects, as follows:

e No presentation of the statement of cash flows;

e The provisions of PFRS are only applied to accounts outstanding as of December 31, 2008 and
thereafter;

e The amounts of allowance for credit losses on loans and receivables that trust institutions are
required to recognize shall be the higher between the allowance calculated under PFRS and BSP-
recommended valuation reserves;

e Trust institutions are allowed to prepare the financial statements on a single year basis in the
initial year of PFRS adoption;

e  Only general description on risk management of financial instruments shall be disclosed in the
financial statements; and

e Market prices for the valuation of government securities shall be based on the weighted average
of done or executed deals in a trading market registered with the SEC.

On February 13, 2020, the BSP issued Circular No. 1075 setting out the reportorial requirements and
deadline for submission of reports and certifications that external auditors are required to submit to
the BSP and the disclosure requirements to Audited Financial Statements (AFS) indicating the
disclosures which shall be retained as part of specific account disclosures in the notes to the AFS and
those that will be included in the supplementary information.

On August 18, 2022, the BSP issued Circular No. 1152 stating that the trust entity (TE) shall submit
the audited financial statements for each unit investment trust fund (UITF) to the appropriate
supervising department of the Bangko Sentral within 180 calendar days following the close of the
calendar or fiscal year adopted by the TE.

Presentation of Financial Statements

The statement of net assets attributable to unitholders of the Fund is presented in order of liquidity.
An analysis regarding recovery or settlement within 12 months after the reporting date (current) and
more than 12 months after the reporting date (non-current) is presented in Note 9.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year, except that
the Fund has adopted the following new accounting pronouncements starting January 1, 2022.

The adoption of these pronouncements did not have any significant impact on the Fund’s financial
position or performance unless otherwise indicated.

e Amendments to PFRS 3, Reference to the Conceptual Framework
e Amendments to PAS 16, Property, Plant and Equipment: Proceeds before Intended Use
e Amendments to PAS 37, Onerous Contracts — Costs of Fulfilling a Contract
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o Annual Improvements to PFRSs 2018-2020 Cycle
o Amendments to PFRS 1, First-time Adoption of Philippines Financial Reporting Standards,
Subsidiary as a first-time adopter
o Amendments to PFRS 9, Financial Instruments, Fees in the ’10 per cent’ test for
derecognition of financial liabilities
o Amendments to PAS 41, Agriculture, Taxation in fair value measurements

Significant Accounting Policies

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:

e In the principal market for the asset or liability, or
e In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Trust Corporation, on behalf
of the unitholders.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.

If an asset or a liability measured at fair value has a bid price and an ask price, the price within the
bid-ask spread that is most representative of fair value in the circumstances shall be used to measure
fair value regardless of where the input is categorized within the fair value hierarchy.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Trust Corporation, on behalf of the unitholders, uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to measure fair value, maximizing the
use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements of
the Fund are categorized within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a whole:

e Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

e Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable; and

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognized in the financial statements of the Fund on a recurring
basis, the Trust Corporation, on behalf of the unitholders, determines whether transfers have occurred
between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.
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The Trust Corporation, on behalf of the unitholders, determines the policies and procedures for both
recurring fair value measurement and non-recurring measurement.

At each reporting date, the Trust Corporation, on behalf of the unitholders, analyzes the movements
in the values of assets and liabilities which are required to be remeasured or reassessed as per the
Trust Corporation’s accounting policies. For this analysis, the Trust Corporation, on behalf of the
unitholders, verifies the major inputs applied in the latest valuation by agreeing the information in the
valuation computation to contracts and other relevant documents.

For the purpose of fair value disclosures, the Trust Corporation, on behalf of the unitholders, has
determined classes of assets and liabilities on the basis of the nature, characteristics and risks of the
asset or liability and the level of the fair value hierarchy as explained above.

Fair value-related disclosures of financial instruments that are measured at fair value or where fair
values are disclosed are included in Note 5.

Cash equivalents

Short-term, highly liquid investments that are readily convertible to known amounts of cash with
original maturities of three months or less from dates of placements and that are subject to an
insignificant risk of changes in value are classified as cash equivalents.

Financial Instruments - Initial Recognition and Subsequent Measurement

Date of recognition

Financial instruments are recognized in the statement of net assets attributable to unitholders when
the Trust Corporation, on behalf of the unitholders, becomes a party to the contractual provisions of
the instrument. Purchases or sales of financial assets that require delivery of assets within the time
frame established by regulation or convention in the marketplace are recognized on the settlement
date.

Initial measurement of financial assets
Financial assets are recognized initially at fair value. Except for financial assets at FVPL, the initial
measurement includes transaction costs.

Classification and measurement of financial assets

For purposes of classifying financial assets, an instrument is an ‘equity instrument’ if it is a non-
derivative and meets the definition of ‘equity’ for the issuer (under PAS 32, Financial Instruments:
Presentation). All other non-derivative financial instruments are ‘debt instruments’.

a. Financial Assets at Amortized Cost
Financial assets are measured at amortized cost if both of the following conditions are met:

e The asset is held within a business model whose objective is to hold the financial assets in
order to collect contractual cash flows; and

e The contractual terms of the instrument give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI) on the outstanding principal amount
outstanding.

Financial assets meeting these criteria are measured initially at fair value plus transaction costs.
These are subsequently measured at amortized cost using the effective interest rate (EIR) method,
less allowance for credit losses, with the interest calculated recognized as ‘Interest income’ in the
statement of income. Gains and losses are recognized in the statement of income when these
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assets are derecognized or impaired, as well as through the amortization process. The impairment
loss is recognized in the statement of income under ‘Other expenses’. The effects of revaluation
on foreign currency-denominated assets are recognized in the statement of income.

The Trust Corporation, on behalf of the unitholders, classified ‘Deposits in banks’, ‘Interest
receivable’ and ‘Subscription receivable’ as financial assets at amortized cost.

The Trust Corporation, on behalf of the unitholders, may irrevocably elect at initial recognition to
classify a financial asset that meets the amortized cost criteria above as at FVPL if that
designation eliminates or significantly reduces an accounting mismatch had the financial asset
been measured at amortized cost. As of December 31, 2022 and 2021, the Trust Corporation, on
behalf of the unitholders, has not made such designation.

b. Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial assets designated
upon initial recognition at FVPL, or financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term. Financial assets with cash flows that are not SPPI are
classified and measured at FVPL, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortized cost, debt instruments may be
designated at FVPL on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at FVPL are carried in the statement of net assets attributable to unitholders at
fair value with net changes in fair value recognized in the statement of income under ‘Trading
and securities gains (losses)’. Interest earned on these investments is reported as ‘Interest
income’ in the statement of income.

The financial assets at FVPL include quoted government and corporate debt securities held for
trading purposes.

Reclassification of financial assets

The Trust Corporation, on behalf of the unitholders, can reclassify financial assets if the objective of
its business model for managing those financial assets changes. Reclassification of financial assets
designated as at FVPL at initial recognition is not permitted. A change in the objective of the
business model must be effected before the reclassification date. The reclassification date is the
beginning of the next statement of net assets attributable to unitholders date following the change in
the business model.

Impairment of Financial Assets

The Trust Corporation, on behalf of the unitholders, recognizes an ECL for all debt instruments not
held at FVPL. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Trust Corporation, on behalf of the unitholders,
expects to receive, discounted at an approximation of the original EIR. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.
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ECLs are recognized in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12-months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the remaining life of the exposure, irrespective
of the timing of the default (a lifetime ECL).

The Trust Corporation, on behalf of the unitholders, assesses on a forward-looking basis the ECL
associated with debt instrument financial assets not measured at FVPL.

For deposits in banks, interest receivable and subscription receivable, the Trust Corporation, on
behalf of the unitholders, applies the low credit risk simplification. The Trust Corporation, on behalf
of the unitholders, considers a debt financial asset to have low credit risk when its credit risk rating is
equivalent to the definition of investment grade. At every reporting date, the Trust Corporation, on
behalf of the unitholders, evaluates whether the debt instrument is considered to have low credit risk
using all reasonable and supportable information that is available without undue cost or effort.

The Trust Corporation, on behalf of the unitholders, considers a financial asset in default when
contractual payments are 90 days past due. However, in certain cases, the Trust Corporation, on
behalf of the unitholders, may also consider a financial asset to be in default when internal or external
information indicates that the Trust Corporation, on behalf of the unitholders, is unlikely to receive
the outstanding contractual amounts in full before taking into account any credit enhancements held
by the Trust Corporation, on behalf of the unitholders. A financial asset is written off when there is
no reasonable expectation of recovering the contractual cash flows.

‘Day 1 difference

Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Trust Corporation, on behalf of the
unitholders, recognizes the difference between the transaction price and fair value (a ‘Day 1’
difference) in the statement of comprehensive income in ‘Other income’, unless it qualifies for
recognition as some other type of asset. In cases where the transaction price used is based of inputs
which are not observable, the difference between the transaction price and model value is only
recognized in the statement of comprehensive income when the inputs become observable or when
the instrument is derecognized. For each transaction, the Trust Corporation, on behalf of the
unitholders, determines the appropriate method of recognizing the ‘Day 1’ difference.

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
net assets attributable to unitholders if, and only if, there is a legally enforceable right to set off the
recognized amounts and the Trust Corporation, on behalf of the unitholders, intends to settle on a net
basis, or to realize the asset and settle the liability simultaneously. The Trust Corporation, on behalf
of the unitholders, assesses that it has a currently enforceable right of offset if the right is not
contingent on a future event, and is legally enforceable in the normal course of business, event of
default, and event of insolvency or bankruptcy of the Fund and all of the counterparties.
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Derecognition of Financial Assets and Liabilities

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognized when:

e The right to receive cash flows from the asset has expired;

e The Fund operated by the Trust Corporation has transferred the right to receive cash flows from
the asset or has assumed an obligation to pay the received cash flows in full without material
delay to a third party under a ‘pass-through’ arrangement; and either the Fund operated by the
Trust Corporation:

a. has transferred substantially all the risks and rewards of the asset; or
b. has neither transferred nor retained substantially all the risks and rewards of the asset but has
transferred control over the asset.

Where the Fund operated by the Trust Corporation has transferred the right to receive cash flows
from an asset and has neither transferred nor retained substantially all the risks and rewards of the
asset nor transferred control over the asset, the asset is recognized to the extent of continuing
involvement of the Fund operated by the Trust Corporation in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Trust Corporation,
on behalf of the unitholders, could be required to pay.

Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
has expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability and the difference in the respective carrying amounts is recognized in the statement of
comprehensive income.

Redeemable Units
A puttable financial instrument is classified as an equity instrument if it has all of the following
features:

» it entitles the holder to a pro-rata share of the Fund’s net assets in the event of the Fund’s
liquidation;

» the instrument is in the class of instruments that is subordinate to all other classes of instruments;

» all financial instruments in the class of instruments that is subordinate to all other classes of
instruments have identical features;

» the instrument does not include any contractual obligation to deliver cash or another financial
asset other than the holder’s right to a pro-rata share of the Fund’s net assets; and

» the total expected cash flows attributable to the instrument over the life of the instrument are
based substantially on the profit and loss, the change in the recognized net assets or the change in
the fair value of the recognized and unrecognized net assets of the Fund over the life of the
instrument.

In addition to the instrument having all the above features, the Fund must have no other financial
instrument or contract that has:

» total cash flows based substantially on the profit and loss, the change in the recognized net assets
or the change in the fair value of the recognized and unrecognized net assets of the Fund; and
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» the effect of substantially restricting or fixing the residual return to the puttable instrument
holders.

The Fund’s redeemable units meet the definition of puttable instruments classified as equity
instruments under PAS 32, Financial Instruments: Presentation. Consequently, the Fund’s
redeemable units have been classified as equity instruments.

The issuance, acquisition and resale of redeemable units are accounted for as equity transactions.
Upon issuance of units, the consideration received is included in equity. Redemptions are recorded as
deductions from equity.

Net Asset Value per Unit

Net Asset Value (NAV) per unit is computed by dividing net assets attributable to unitholders (total
assets less total accountabilities) by the total number of units issued and outstanding at the reporting
date.

Income Taxes
Taxes substantially represent final withholding tax of 20.00% on peso interest earnings.

Revenue outside the scope of PFRS 15

Trading and securities gains

Trading and securities gains represent results arising from trading activities. Unrealized gains and
losses comprise changes in the fair value of financial assets at FVPL for the period and from reversal
of the prior period’s unrealized gains and losses for financial assets at FVPL which were realized in
the reporting period. Realized gains and losses on disposals of financial assets at FVPL represent the
difference between the financial asset’s initial carrying amount and disposal amount.

Interest
For all financial instruments measured at amortized cost, interest income is recorded at the EIR.

The effective interest method is a method of calculating the amortized cost of a financial asset or a
financial liability and allocating the interest income or interest expense over the relevant period. The
EIR is the rate that exactly discounts estimated future cash payments or receipts throughout the
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability. When calculating the EIR, the Trust Corporation,
on behalf of the unitholders, estimates cash flows from the financial instrument (for example,
prepayment options) but does not consider future credit losses. The calculation includes all fees and
points paid or received between parties to the contract that are an integral part of the EIR, transaction
costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets carried at amortized cost has been written
down as a result of an impairment loss, interest income is recognized thereafter using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss.

For debt financial assets at FVPL, interest income is recorded using the contractual interest rate.
Expense Recognition

The Trust Corporation, on behalf of the unitholders, recognizes expense when there has been a
decrease of an asset or increase in a liability that can be measured reliably.
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The Trust Corporation, on behalf of the unitholders, immediately recognizes an expense when an
expenditure produces no future economic benefits or when, and to the extent that, future economic
benefits do not qualify, or cease to qualify, for recognition as an asset.

Trust fees and other fees (management and administration fees)

Trust fees and other fees are being charged to the trust funds based on a percentage of the fund or
trust assets managed over a relevant period of time. Trust fees and other fees are recognized as
incurred.

Provisions

Provisions are recognized when the Trust Corporation, on behalf of the unitholders, has a present
legal or constructive obligation as a result of past events and it is probable that an outflow of assets
embodying economic benefits will be required to settle the obligation and the amount can be reliably
estimated. Provisions are not recognized for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects the current market assessment of the time value of money
and where appropriate, the risks specific to the obligation. Where discounting is used, the increase in
the provision due to the passage of time is recognized as interest expense. Where the Trust
Corporation, on behalf of the unitholders, expects some or all of a provision to be reimbursed, the
reimbursement is recognized as a separate asset only when the reimbursement is virtually certain.
The expense relating to any provision is presented in statement of income, net of any reimbursement.

Contingencies
Contingent liabilities are not recognized in the financial statements but are disclosed unless the

possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are
not recognized but are disclosed in the financial statements when an inflow of economic benefits is
probable.

Events After the Reporting Date

Post year-end events that provide additional information about the financial position of the Fund
operated by the Trust Corporation at the reporting date (adjusting events) are reflected in the financial
statements. Post year-end events that are not adjusting events are disclosed in the notes to the
financial statements when material.

Standards Issued but not yet Effective

Pronouncements issued but not yet effective are listed below. Except as otherwise indicated, the
Trust Corporation, on behalf of the unitholders, expects that the adoption of these new and amended
PFRS and PAS will not have any significant impact on disclosures, financial position or performance
of the Fund when adopted as they become effective.

Effective beginning on or after January 1, 2023

e Amendments to PAS 1 and PFRS Practice Statement 2, Disclosure of Accounting Policies

e Amendments to PAS 8, Definition of Accounting Estimates

e Amendments to PAS 12, Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

Effective beginning on or after January 1, 2024

o Amendments to PAS 1, Classification of Liabilities as Current or Non-current
e Amendments to PFRS 16, Lease Liability in a Sale and Leaseback
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Effective beginning on or after January 1, 2025
e PFRS 17, Insurance Contracts

Deferred effectivity
e Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution
of Assets between an Investor and its Associate or Joint Venture

Significant Accounting Judgments and Estimates

The preparation of the financial statements in compliance with RAP of the BSP, which differs from
PFRS in some respects, requires the Trust Corporation, on behalf the of unitholders, to make
judgments and estimates that affect the reported amounts of assets, liabilities, income and expenses,
and disclosures of contingent assets and contingent liabilities. Future events may occur which will
cause the assumptions used in arriving at the estimates to change. The effects of any changes in
estimates will be reflected in the financial statements as they become reasonably determinable.

Judgments and estimates are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Judgments
In the process of applying the Trust Corporation’s accounting policies, management has made the

judgment below which has the most significant effect on the amounts recognized in the financial
statements:

a. Business model assessment for financial assets

The Trust Corporation, on behalf of the unitholders, determines its business model at the level
that best reflects how it manages groups of financial assets to achieve its business objective:

e The risks that effect the performance of the business model (and the financial assets held
within that business model) and, in particular, the way those risks are managed

e How managers of the business are compensated (for example, whether the compensation is
based on the fair value of the assets managed or on the contractual cash flows received)

The expected frequency, value and timing of sales are also important aspects of the Trust
Corporation’s assessment. The business model assessment is based on reasonably expected
scenarios without taking ‘worst case’ or ‘stress case’ scenarios into account. If cash flows after
initial recognition are realized in a way that is different from the Trust Corporation’s original
expectations, the classification of the remaining financial assets held in that business model is not
changed but the Trust Corporation incorporates such information when assessing newly
originated or newly purchased financial assets going forward.
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Estimates

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date that have significant risks of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed as follows:

a. Impairment of financial assets

The Trust Corporation, on behalf of the unitholders, maintains an allowance for credit losses in
accordance with PFRS 9 and BSP regulations. The measurement of impairment losses under
PFRS 9 across all categories of financial assets requires judgment, in particular, the estimation of
the amount and timing of future cash flows when determining impairment losses and the
assessment of a significant increase in credit risk. These estimates are driven by a number of
factors, changes in which can result in different levels of allowances.

For deposits in banks and subscription receivable, the allowance estimate is determined by
obtaining the point-in-time probability of default (PD) and loss given default (LGD) of the
counterparties from market sources and multiplying these inputs with the exposure at default
(EAD). The PD is an estimate of the likelihood of default over a given time horizon. Depending
on whether there has been a significant increase in credit risk relating to these financial assets, the
PD used is either the 12-month PD or lifetime PD. The LGD is an estimate of loss arising in the
case where a default occurs at a given time. The EAD is an estimate of the exposure at a future
default date, taking into account expected changes in the exposure after the reporting date,
including repayments of principals and interest, whether scheduled by contract or otherwise.

As of December 31, 2022 and 2021, allowance for credit losses were not recognized on deposits
in banks and subscription receivable as the Trust Corporation, on behalf of the unitholders,
assessed that the amounts are insignificant.

Financial Risk Management Objectives and Policies

The Trust Corporation, on behalf of the unitholders, believes that effective risk management shall not
only measure potential or actual losses but will likewise optimize earnings. Its risk mission and
objectives target periodic, consistent and accurate measurement of risks for more effective
management. It is also an objective to always consider risk and return on all transactions and
exposures to ensure adequate returns on principal contributions. Risk mitigation strategies form part
of risk management activities.

General Risk Management Structure

The Trust Corporation’s risk management program is a continuing, proactive and systematic process
that focuses on the identification and assessment of financial risks guided by the principles set out in
its risk management framework and seeks to implement the policies, procedures and guidelines
established by the Trust Corporation’s Risk Management Committee.

Risk Measurement and Reporting
The Fund is exposed to credit risk, liquidity risk and market risk. The management of the Trust
Corporation reviews the policies for managing each risk which are summarized as follows:

Credit Risk

Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to perform its
obligations during the life of the instrument. This includes risk of non-payment by borrowers or
issuers, failed settlement of transactions and default on contracts. The risk management structure,
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policies, accountabilities and responsibilities, controls and senior management involvement is

similarly in place for non-performing assets.

Maximum exposure to credit risk

Maximum exposure to credit risk for financial assets would approximate their carrying values as of
December 31, 2022 and 2021 since no collaterals are held against these financial assets.

As of December 31, 2022 and 2021, the distribution of financial assets by industry sector follow:

2022
Financial Interest and
Cash and cash Assets Subscription
equivalents at FVPL Receivable Total
Government P-  £609,914,800 P-  £609,914,800
Financial intermediaries 445,633,450 — 418,261 446,051,711
£445,633,450 £609,914,800 £418,261 P 1,055,966,511
2021
Financial Interest and
Cash and cash Assets Subscription
equivalents at FVPL Receivable Total
Government P—  P213,005,356 P—  P213,005,356
Financial intermediaries 1,476,145 - 3,107,610 4,583,755
P1,476,145  $£213,005,356 23,107,610 $217,589,111

Credit quality

It is the Trust Corporation’s policy to maintain accurate and consistent risk ratings across the
financial assets which facilitates focused management of applicable risks. Description of the risk

ratings are as follows:

Aaa to Aa3
Baal to Ba3
Unrated

Best quality to upper-medium grade obligations
Neither highly protected nor poorly secured
Financial assets do not carry risk ratings

The Trust Corporation’s assessment of the quality of the financial assets based on the risk ratings as
of December 31, 2022 and 2021 is summarized in the table below:

2022
Aaa to Aa3 Baal to Ba3 Unrated Total
Cash and cash equivalents P P-  P445,633,450 $445,633,450
Financial assets at FVPL - 609,914,800 - 609,914,800
Interest and Subscription
receivable — — 418,261 418,261
Total P- P£609,914,800 P£446,051,711 P 1,055,966,511
2021
Aaato Aa3 Baal to Ba3 Unrated Total
Cash and cash equivalents P P P1,476,145 P1,476,145
Financial assets at FVPL - 213,005,356 - 213,005,356
Interest and Subscription
receivable - 3,107,610 - 3,107,610
Total P~ P216,112,966 B1,476,145  P217,589,111
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As of December 31, 2022 and 2021, the Fund operated by the Trust Corporation has no financial
assets that are in Stage 2 or Stage 3.

Liquidity Risk

Liquidity risk arises from potential inability to meet all payment obligations when they become due
or from the inability of the fund to service withdrawals. It likewise arises from failure to recognize or
address changes in market conditions that affect the ability to liquidate assets quickly and with
minimal loss in value.

Analysis of financial assets and liabilities into maturity groupings is based on the contractual date on
which these assets will be realized or these liabilities will be paid. The Trust Corporation, on behalf
of the unitholders, categorizes financial assets and liabilities with no maturity into the “On demand”
bucket. For other financial assets and liabilities, the analysis into maturity groupings is based on the
remaining period from the end of the reporting period to the contractual maturity date or if earlier, the
expected date the assets will be realized or the liabilities will be settled.

The table below shows the contractual undiscounted cash flows of the financial assets and liabilities
of the Fund as of December 31, 2022 and 2021:

December 31, 2022

1to6 6to 12 Total within Beyond

On Demand months months 1 year 1 year Total

Financial Assets
Cash and cash equivalents  $445,633,450 P- P- P£445,633,450 P- P445,633,450
Financial assets at FVPL* 612,000,000 - - 612,000,000 - 612,000,000

Receivables

Interest receivable - 418,261 - 418,261 - 418,261
Subscription receivable - - - - - -
Total financial assets P1,057,633,450 P418,261 P- P1,058,051,711 P- P1,058,051,711
Total financial liabilities P164,599 P P P164,599 P P164,599

December 31, 2021

1to6 6to 12 Total within Beyond

On Demand months months 1 year 1 year Total

Financial Assets
Cash and cash equivalents P1,476,145 P P P1,476,145 P P1,476,145
Financial assets at FVPL* 85,867,326 37,241,849 92,438,666 215,547,841 - 215,547,841

Receivables

Interest receivable - - 2,604,610 2,604,610 - 2,604,610
Subscription receivable — — 503,000 503,000 - 503,000
Total financial assets P87,343,471 P37,241,849 R95,546,276  £220,131,596 P~ P220,131,596
Total financial liabilities P24,422 P P B24,422 P P24,422

*Includes future interest

In managing liquidity risk, the Trust Corporation is guided by relevant provisions of BSP
Circular No. 545, Guidelines on Liquidity Risk Management.

Liquidity risk management safeguards the ability of the Fund operated by the Trust Corporation to

meet its cash flow requirements. The Fund operated by the Trust Corporation maintains a liquidity
reserve of five to ten percent (5%-10%) of the net value of the trust assets to cover the redemptions
from investors or withdrawals.

Market Risk

Market risk is the risk of change in the fair value of a financial instrument from fluctuation in market
interest rates (interest rate risk), market prices (price risk), and foreign exchange rates (foreign
currency risk) whether such change in price is caused by factors specific to the individual instrument
or its issuer or affecting all instruments traded in the market. This risk applies to the trading factors
positions of Fund.
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As of December 31, 2022 and 2021, the Fund is not exposed to foreign currency risk.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows
or the fair value of financial instruments. The Trust Corporation, on behalf of the unitholders,
follows a prudent policy in managing the assets and liabilities of the Fund, to ensure that exposure to
fluctuations in interest rates is kept within acceptable limits.

The following tables set forth the sensitivity to a reasonably possible change in interest rates, with all
other variables held constant, of net income because of investments in fixed-rated financial assets at
FVPL of the Fund operated by the Trust Corporation.

2022*
Increase (Decrease) in Basis Points +100 -100
Impact of changes in interest rates on:
Net income - -
*No interest rate risk as the Fund only holds BSP bills and time deposits
2021
Increase (Decrease) in Basis Points +100 -100
Impact of changes in interest rates on:
Net income (B532,178) P532,178

Fair Value of Financial Instruments

The methods and assumptions used by the Trust Corporation, on behalf of the unitholders, in
estimating the fair value of the financial instruments are:

Deposits in banks, interest receivable, subscription receivable and accrued expenses
The carrying amounts approximate fair values considering that these accounts are short-term in
nature.

Debt securities classified as financial assets at FVPL
The fair values of debt securities are based on quoted prices published in markets.

Cash and Cash Equivalents

This account consists of:

2022 2021

Cash in bank £633,450 1,476,145
Cash equivalents 445,000,000 —
P445,633,450 R1,476,145

Cash in bank earns interest at the respective bank deposit rates. Cash equivalents represent short-term
deposits that are made for varying periods up to three (3) months depending on the immediate cash
requirements of the Company and earn interest at the respective short-term investment rates. Interest
rates on cash and cash equivalents range from 0.0074% to 5.75% and 0.0074% to 2.60% per annum
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in 2022 and 2021, respectively. Interest income for the period 2022 and 2021 amounted to
1,561,880 and 79, respectively.

7. Financial Assets at Fair Value through Profit or Loss
As of December 31, 2022 and 2021, this account consists of government and corporate debt securities
amounting to £609.91 million and £213.01 million, respectively.
The related ‘Trading and securities gains/(losses)’ recognized in the statement of comprehensive
income in 2022 and 2021 amounted to £4,541,454 and (25,892), respectively.
Interest income earned from these investments in 2022 and 2021 amounted to 28,453,156 and
P£968,902, respectively.
8. Accrued Expenses
This account consists of:
2022 2021
Audit fees £87,634 B-
Trust fees 57,326 18,957
Fund administration 15,950 4,567
Custodian fees 3,649 898
P164,559 £24,422
9. Maturity Analysis of Assets and Accountabilities
As of December 31, 2022 and 2021, all of the Fund’s assets and liabilities are expected to be
recovered or settled in less than one year from the reporting date.
10. Trust Reserves
BSP Circular No. 447 states that the Fund shall be exempted from the provisions on statutory and
liquidity reserves of the manual of regulations applicable to trust funds in general.
11. NAV Per Unit

NAYV per unit of the Fund consists of the following share classes:
o (lass A (PHP)

These are units available for investment by retail investors that are not eligible to subscribe to
Class L
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Class I (PHP)

These are units available for investment only by institutional investors with bespoke (segregated)

accounts managed by the Trust Corporation. These are units with zero

management fee since

management fee of the Trust Corporation is charged at the bespoke account level.

The NAV per unit of the Fund as of December 31, 2022 and 2021 is computed as follows:

2022
Class A Class I
NAV P138,053,723 £917,748,229
QOutstanding units 136,034,917 898,573,667
NAYV per unit £1.0148 £1.0213
2021
Class A Class I
NAV £46,998,540 £170,566,149
Outstanding units 46,939,464 170,150,150
NAYV per unit £1.0013 £1.0024

The total outstanding balance of Class A (PHP) shares and Class I (PHP) shares as of
December 31, 2022 and 2021 are £1,055,801,952 and 217,564,689, respectively.

The movements in the number of units are as follows:

2022
Class A Class I
Balance at beginning of year £46,939,464 £170,150,150
Issuances 165,688,705 1,737,609,763
Redemptions (76,593,252) (1,009,186,246)
Balance at end of year P136,034,917 P898,573,667
2021
Class A Class I
Balance at beginning of year P P
Issuances 56,084,573 170,150,150
Redemptions (9,145,109) -
Balance at end of year £46,939,464 £170,150,150

12. Approval of the Release of the Financial Statements

The accompanying financial statements of the Fund were approved and authorized for issue by the

Board of Directors of the Trust Corporation on April 13, 2023.
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