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The Philippines is an archipelago of more than 7,000 islands. The total land area is about 
300,000 square kilometers . Current population is estimated at 68 million. 

I ACTU-L SOCIETY OF T H E P I N E S  

In 1953, the Philippines Actuarial Society was organized with eight (8) charter 
members. In 1960, the name Philippine Actuarial Society was changed to Actuarial 
Society of the Philippines. However, it was only in 1969 that incorporation papers 
were filed with the Philippine Securities and Exchange Commission, officially making 
the Actuarial Society of the Philippines a non-stock and non-profit professional 
organization. 

The Actuarial Society of the Philippines (ASP) now serves as the recognized 
professional membership organization for actuaries in the Philippines. It develops and 
qualifies competent professional actuaries. Today, the Actuarial Society of the 
Philippines has 65 Fellows in good standing. There are also 27 Associates and 62 
Affiliates aspiring to qualify as Fellows. 

A breakdown of ASP Fellows by company of employment follows: 

Life Insurance 32 
Consulting 10 
Pre-Need 3 
HMO 2 
Insurance Commission 1 
Social Security 1 
BankingIFinance 2 
Others 3 

54 

Retired 
Living Abroad 
Total 

Examination System 

Prior to 1994, ASP administered 6 examinations. The first three (3) were Associateship 
exams. These exams basically covered the mathematical side of actuarial science with 
such topics as numerical analysis, compound interest, probability and statistics, life 
contingencies, risk theory, graduation, and measurement of mortality. 



Beginning 1994, ASP Associateship examinations are no longer given. Students must 
now take and pass examinations of the Society of Actuaries (SA) covering the same 
topics. With this recent development, more SA Associates and Fellows among ASP 
members are expected in the hture. 

The ASP continues to give Fellowship examinations as these would include topics on 
Philippine practice and laws. Beginning 1996, the 3 Fellowship examinations have 
been broken up into 10 courses - each course to cover one particular topic. The topics 
for the Fellowship examinations are valuation of liabilities, life insurance accounting, 
investment and finance, selection of risks, reinsurance, pre-need plans, gross premium, 
assets shares and other pricing considerations, retirement plans, social security, health 
care, and life insurance law and taxation. It is expected that with the breaking up of 
bigger exams into topic courses, the student would have an easier time to study and 
pass examinations. 

Fellowship Admissions Session 

A Fellowship Admissions Session was introduced in 1992. In addition to passing the 
Fellowship exams, a student must also go through a Fellowship Admission Session 
prior to becoming a Fellow. The Fellowship Admission Session is intended to educate 
would-be actuaries on the accepted standards for professional and ethical practice. 

Professional Credit Point System 

In 1995, a Professional Credit Point System was installed with the primary purpose of 
continually upgrading the professional competence of members. The secondary 
purpose is to improve the Society's capability to carry out its mission through the 
improved efforts and cooperation of all its members. 

Professional Accreditation 

The Fellows of the Actuarial Society of the Philippines are recognized by the Insurance 
Commission for life insurance companies and mutual benefit associations, the 
Philippine Bureau of Internal Revenue (BIR) for retirement plans, and the Securities 
and Exchange Commission for pre-needs plans. 

The Philippine Insurance Code specifically requires each life insurance company to 
engage the services of an actuary duly accredited by the Insurance Commissioner. The 
Code also states that only Fellows of the ASP or those who meet all the requirements 
for ASP Fellowship may be accredited by the Commissioner. 



In the employee benefits area, tax incentives are granted to both sponsors and 
beneficiaries of qualified private retirement benefit plans. One of the requirements of 
the BIR for tax qualification is that the actuarial valuation report must be certified by a 
qualified actuary who must be a Fellow of the ASP. 

In 1991, the Securities and Exchange Commission, which has jurisdiction over pre- 
need companies, started the accreditation of actuaries. The SEC regulation states that 
no actuary may be accredited unless he is a Fellow in good standing of the ASP. 

Code of Conduct 

The ASP has adopted a Code of Conduct to guide its members when confronted with 
questions on ethics and professional conduct. This Code of Conduct is continually 
being reviewed and refined. 

The Actuarial Society of the Philippines Code of Conduct sets forth principles on the 
following areas: professional duty, actuarial principles and practices, relationship with 
and responsibility to client or employer, relationship with other actuaries, advertising, 
and use of titles and designations. 

The Professional Standards and Review Council is the ASP body charged with the 
formulation and interpretation of the Code of Conduct. The Council also investigates 
complaints relating to the conduct of a member and submits to the ASP Board of 
Governors the result of its investigation as well as its recommended course of action. 
The Council is composed of five senior Fellows appointed by the Board of Governors. 
Each member of the Council has a term of 5 years. 

S O C W  SECURITY PROGRAMS 

Social Security 

The Social Security program provides old-age, disability, and survivors benefits, as 
well as maternity and sickness income. 

The Social Security System (SSS) was inaugurated in 1957 and covers private sector 
employees. The public sector employees are covered separately by the Government 
Service Insurance System (GSIS) which was established in 1937. 



Coverage is compulsory for all private and public sector employees including expatriate 
and third-country national employees. Coverage is also compulsory for domestic 
helpers earning at least one thousand pesos per month and certain specified groups of 
self-employed persons. Voluntary coverage may be available to certain other 
employees such as overseas contractual workers. 

Contributions to the SSS program are expressed a percentage of the employee's 
Monthly Salary Credit (MSC). Monthly contribution rates are as follows: 

The maximum MSC is P9,000 effective January 1, 1996. The maximum MSC is 
scheduled to increase by P1,000 per year up to 1999. 

Percentage of MSC ( O h )  

The basic monthly pension formula under the SSS program is: 

Employer 

P300 + [20% x AMSC] + [2% x AMSC x (CYS-lo)] 

Employee I Total 

subject to a minimum monthly pension of P1,000, or P1,200 for those members who 
have paid at least 240 monthly contributions. 

AMSC is the average MSC in the last 60 months immediately preceding the semester of 
contengency and CYS is the credited years of service. 

In addition to the basic pension, a dependent's pension is payable at the rate of 10% of 
the basic pension for each of up to five dependent unmarried children under the age of 
21. 

8.40% 5.07% 

The GSIS program has a different set of contributionsand benefit formulas. 

L 
3.33% 

SSS and GSIS Portability 

A law, which took effect in 1994, allows recognition of all credited services or 
contributions in the SSS and GSIS in the case where an employee transfers from one 
system to another. This law institutes a portability scheme between the social security 
systems schemes by totalizing a worker's years of service or contributions in each 
system for purposes of determining eligibility and computation of benefits. 



Totalization does not apply if a worker qualifies for benefits in both systems. 
Overlapping periods of creditable services or contributions in both systems will be 
credited only once for purpose of totalization. 

The amount of benefits to be paid by one system is in proportion to the services 
rendered or periods of contributions made to that system. 

Employees' Compensation/ Medicare 

Membership in the Social Security programs automatically includes membership in the 
Medicare and Employees' Compensation (EC) programs. 

The EC program provides income benefits and medical related benefits in the event of a 
work-connected death or disablement. Contributions to the EC program is equal to one 
percent (1%) of the member's MSC paid solely by the employer. The current 
maximum MSC for Employees' Compensation is PI ,000 pesos. 

Medicare also covers retirees of the SSS and GSIS. 

The Medicare program covers hospitalization expenses only. It pays for room and 
board expenses, medical expenses (hospital services, diagnostic services, cost of drugs 
and supplies), and professional fees up to specified maximums. 

Medicare contribution is 2.5% of MSC divided equally between the employee and the 
employer up to a maximum contribution which currently stands at P75 pesos per 
month. 

[ m E  DEVELOPMENT MUTUAL FUND (HDMF) or Pag-IBIG FUND 

The HDMF or Pag-IBIG program was established to provide the government with funds for 
housing loans. Coverage under Pag-IBIG is mandatory to all employers and employees 
covered by SSS and GSIS. However, membership to Pag-IBIG for those employees 
whose monthly compensation is less than P4,000 pesos is voluntary. 

Contributions under Pag-IBIG are a percentage of monthly compensation as follows: 

Monthly Compensation 
< = 1,500 pesos more than 

1.500 pesos 

r 
Pag-IBIG Contribution Rates (%) 

Employee 
1% 
2% 

Employer 
2% 
2% 



The maximum monthly compensation to be used in calculating contributions is P5,000 
pesos per month. The maximum monthly contribution by the employer and by the 
employee is PlOO pesos. 

Membership may be terminated with respect to any one member upon the occurrence of 
any of the following: 

membership maturity - completion of 20 years of membership 
death of the member 
retirement 
insanity 
departure from country or other causes as may be provided by the Board of Trustees 
of the HDMF. 

Upon termination of membership, members receives the total accumulated value of all 
his or her contributions and employer contributions made on his behalf. 

IV W I M U M  MANDATED RETIREMENT BENEFE 

A law, which was passed in 1993 amending the Labor Code, requires private employers 
to provide minimum retirement benefits to employees who have reached the age of 60 
or over with at least five years of service with the employer. 

The law stipulates that the minimum retirement benefit of eligible employees is 
equivalent to "one-half (112) month salary" per year of service. Service is calculated so 
that a fraction of at least six months is considered as one full year. 

The components of "one-half (112) month salary" for purposes of determining the 
minimum retirement benefit under this law are the following: 

Fifteen (15) days salary of the employee based on his latest salary rate; 

Cash equivalent of five (5) days of service incentive leaves; 

One-twelfth (1112th) of the thirteen month pay due to the employee; and 

All other benefits that the employer and employee may agree upon that should be 
included in the computation of the employee's retirement pay. 

Because of the components included in the definition of one-half month salary, the 
minimum benefit is about one month's final pay per year of service. 



MENT SCHEMES 

Tax Qualification 

The Philippine Bureau of Internal Revenue (BIR) grants tax qualification to retirement 
plans after submission of all the relevant plan documents. Any amendments to a plan 
must also be submitted to the BIR for approval. 

The BIR requires that a tax qualified plan fulfill the following conditions: 

It must be a definite written program. 
It must be permanent in permanent in character. 
It must cover at least 70% of all officials and employees, or otherwise cover a 
particular class of employees. 
It must be non-discriminatory. 
It must be properly funded. 
It must provide that no part of the corpus or income of the fund shall be used for, or 
diverted to, purposes other than for the exclusive benefit of the members and their 
beneficiaries. 
It must be externally funded. 
It must provide that any forfeited benefits are to be used to reduce future employer 
contribution and not to increase the benefits of remaining members. 

The tax advantages of a qualified plan are: 

1. employer contributions to a trusteed qualified plan are tax deductible. 

2. The investment income of a trusteed qualified plan is exempt from tax. 

3. Retirement benefits received from a qualified plan are subject to once-in-a-lifetime 
tax exemption, provided that the employee is at least 50 years old and had rendered 
at least ten years of service with the employer. 

Retirement benefits which do not meet the above criteria, as well as voluntary 
resignation benefits, are considered taxable income. Benefits payable on death, 
disablement, or other involuntary termination (e.g. retrenchment, redundancy) are 
exempt from tax. 



Typical Plans in the Philippines 

Most retirement plans in the Philippines are of the defined benefit type. The vast 
majority provide for immediate lump sum benefit payment at retirement or early 
separation. Even the few pension-type plans usually allow lump sum conversions. 

The normal retirement age is generally set at age 60. Early retirement eligibility is 
usually age and service related (e.g. age 50 with at least 10 years of service). 

Most plans provide benefits upon resignation with 5 or 10 years of service, death, and 
permanent and total disability. 

Retirement plans in the Philippines are seldom integrated with statutory programs or 
company-sponsored insurance programs. 

As can be seen from the breakdown of ASP Fellows by company, about 50% of the 
Fellows of the Actuarial Society of the Philippines are employed by insurance 
companies. 

Until recently, there were 26 life insurance companies operating in the Philippines - 24 
domestic and 2 foreign. In line with its economic liberalization policy, the Philippine 
government is allowing 10 life and 10 non-life foreign insurance companies to come in 
during a two-year period up to October 1996. Some foreign life insurance companies 
have already been granted new licenses to operate in the Philippines. 

Only about 11% of the population are insured, including employees covered under 
company-sponsored group insurance programs. 

Total life insurance business in-force since 1991 is shown below: 

Business In-Force as of Year-end 
1991 1 1992 1 1993 1 1994 

Face Amount P282.2 P337.1 P424.0 W15.5 

Premium Income 1 ~ 5 . 4  I ~ 7 . 5  1 ~ 9 . 6  1 Pl0.6 1 
The insurance industry in the Philippines, life and non-life, is being supervised and 
regulated by the Insurance Commission. Its objective is to protect the insuring public 
and to ensure the financial stability of the insurance industry. 



Below is a summary of the growth of the Gross National Product, changes in the 
Consumer Price Index (CPI), and the average interest rates (all maturities) since 1991. 

1992 
1993 
1994 

Half Year 
1995 4.97 

The Central Bank (CB) of the Philippines reference rates of US$1.00 to Philippines 
Pesos since 1991 are presented below: 

1991 
1992 
1993 
1994 

Half Year 1995 

There is a significant trend toward liberalization and privatization. The Philippine 
government aims to create an economic environment more conducive to business 
expansion. Extensive reforms by the government, notably in foreign investments, trade 
liberalization and foreign exchange controls, have been put in place. 


