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1. For the quarterly period ended: March 31,2017

SECURITIES AND EXCHANGE COMMISSIC

SEC FORM 17-Q

v

EBCHIVED RUBIECT mulu'ov )

D CUNTENTY

QUARTERLY REPORT PURSUANT TO SECTION 17 OF R
REGULATION CODE AND SRC RULE 17{2)(b) THEREUNDER ]

2. Commission identification number: C5201424696. BIR Tax Identification No: 008-930-133

4. Exact name of issuer as specified in its charter |

Sun Life Prosperity Philippine Stock Index Fund, Inc.

5. Province, country or other jutisdiction of incorporation 6. Industry Classification Code:
or organjzation (SEC Use Only)

Philippines
7. Address of issuer's principal office: PostalCode

8F Sun Life Centre 5™ Avenue cor Rizal Drive Bonifacio Global City, Taguig City 1634
8. lssuer's telephone number, including area code

(02) - 555-8888
9. Former name, former address and former fiscal year, if changed since last report
NA,

10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA

Titte of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Qutstanding
Common Shares (Unclassified} 1,898,184,103 shares

(as_of March 31, 2017) ‘

11. Are any or all of the securities listed on a Stock Exchange?
Yes | | No [x]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

12, Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and
141 of the Corporation Code of the Philippines, during the preceding twelve (12) months
(or for such shorter period the registrant was required to file such reports})

Yes |x | No | | '

(b) has been subject to such filing requirements for the past ninety (90} days.
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PART I - FINANCIAL INFORMATION

Itemn 1. Financial Statements

SUN LIFE PROSPERITY PHILIPPINE STOCK INDEX FUND, INC.

{An Open-end Investment Company)

STATEMENT OF FINANCIAL POSITION
As at March 31, 2017 and December 31, 2016

March 2017 December 2016
MDAS {Unaudited) {Audited)
ASSET
Cash in bank 1.1 P13,038,142 184,962,838
Financial assets at fair value through profit or loss 1.2 2,902,961,252 2,615,787,207
Dividends receivable 1.3 12,035,790 2,356,997
Other current assets 1.4 212,598 .
Accrued interest receivable 638 4,023
Due from brokers 1.5 - 5,159,855
P2,928,248,420 ’2,808,270,920
LIABILITY
Current Liabilities
Accrued expenses and other payables 1.6 5,548,178 201,570,603
Due 1o brokers 1.7 21,546,719 18,268,565
Pavable to fund manager 3,570,914 3,604,974
Total Current Liabilities 30,665,811 223,444,142
EQUITY
Share capital 18,999,996 18,999,996
Deposits for future stock subscriptions 1,126,954,090 998,350,969
Additional paid-in capital 1,789,547,903 1,784,550,286
Deficit (36,219,376) (216,909,800)
Treasury shares {1,700,004) (164,673)
1.8 2,897,582,609 2,584,826,778

P2,928,248,420

I’2,808,270,920

Net Asset Value Per Share

0.9364

0.8755

Total Equity

Capital Stock - Php 0.01 par value
Authorized - 1,900,000,000 shares
lssued and Fully Paid Shares
Subscribed Capital

2,897,582,609

1,898,184,103
1,196,241,152

2,584,826,778

1,899,811,546
1,052,517,040

Total Number of Shares

3,094,425,255

2,952,328,586

NET ASSET VALUE PER SHARE

P 0.9364

P 0.8755
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SUN LIFE PROSPERITY PHILIPPINE STOCK INDEX FUND, INC.
An Open-end Investment Company)

STATEMENT OF COMPREHENSIVE INCOME
For the period March 31, 2017 and March 31, 2016

MDAS )
2017 i 2016
Revenues 2.1 9,167,565 17,698,975
Investment Expenses
Commission 1,031,154 2,375,238
Clearing fees . 163,590 380,038
1,194,744 2,755,275
Net Investment Income 7,972,821 14,943,700
Operating Expenses
Management Fees 7,685,234 4,049,359
Transfer Fees and Custodian Fees 1,764,347 823,169
Taxes and licenses 211,736 P258,845
Audit Fees 41,246 203,501
Directors fees 44,286 16,744
Miscellaneous 77,894 70,956
2.2 9,824,743 5,422,575
Profit Before Net Unrealized Gains {Loss)
on Investments (1,851,922) 9,521,125
Net Unrealized Gains (Loss) on Investments 183,274,631 71,480,108
181,422,709 81,001,234
PROVISION FOR INCOME TAX 732,285 4,406,739
Profit After Tax 2.3 180,690,424 76,594,495
Basic Earnings per share 0.095 0.192
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SEC Form 17-Q - Sun Life Prosperity Philippine Stock Index Fund, Inc.



SUN LIFE PROSPERITY PHILIPPINE STOCK INDEX FUND, INC.

STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIOD ENDED MARCH 31, 2017 AND MARCH 31, 2016

Capital paid in

Capital Stock  Subscribed Capital excess of par value Deficit Treasury Shares Total
Balance, January 1, 2017 P 18,999,996 I' 998,350,969 P1,784,550,286 (216,909,800} (P 164,673) P2,584,826,778
Profit for the period 180,690,424 180,690,424
Transactions with owners:
Acquisition of Treasury shares during the period (58,177,474} {58.177,474)
Reissuance of Treasury shares during the period 4,997,617 56,642,143 61,639,760
Receipts{Redemptions) of Deposits for Future
Subscripitons 128,603,121 128,603,121
Total Transactions with owners - 128,603,121 4,997,617 - (1,535,331} 132,065,407
Balance, March 31, 2017 P 18,999,996 P1,126,954,090 P1,789,547,903 (P36,219,376) {P 1,700,004) DP2,897,582,609

Capital paid in

Capital Stock Subscribed Capital  excess of par value Deficit Treasury Shares Total
Balance, January 1, 2016 P 15764950 P 0 1.483,261,982 (P92,959,138) (P 435,404) P1,405,632,390
Profit for the period 76,594,495 76,594,495
Transactions with owners:
Issuance of redeemable shares during the period 12 12
Acquisition of Treasury shares during the period (2,261,524) (2,261,524)
Reissuance of Treasury shares during the period (703,765,788} 2,364,445 {701,401,343)
Balance, March 31, 2016 P 15,764,962 P 800,822,458 P 779,496,194 {P16.364,643) (P 332,482} P1,579,386,489




SUN LIFE PROSPERITY PHILIPPINE STOCK INDEX FUND, INC.

STATEMENTS OF CASH FLOWS

FOR THE PERIOD ENDED MARCH 31, 2017 AND MARCH 31, 2016

(Unaudited) (Unaudited)
2017 2016
Cash Flows from Operating Activities
Net investment income P 180,690,424 P 76,594,495
{Increase) Decrease in:
Accrued interest receivable 3,385 6,490,757
Dividends Recejvable {9.678,793) (1,001,435)
Due from Brokers 5,159,855 -
Prepaid Expenses (212,598) 7,522
Accounts payable and accrued expenses (196,022,425) {481,358)
Due 1o Brokers 3,278,154 {13,136,198)
Payable to fund manager (34,060} 284,446
(303,990,103) 61,673,215

Net cash provided (used) in operating activities

Cash Flows From Financing Activities

Reissuance of Treasury shares during the period 61,639,760 (701,401,343)

Issuance of redeemable shares during the period - 12

Receipts(Redemptions} of Depaosits for Future

Subscripitons 128,603,121 800,822,458
Net cash provided (used) in Financing Activities 132,065,407 97,159,604
Net Increase (Decrease) in Cash (171,924,696) 158,832,819
Cash at the Beginning of the Period 184,962,838 1,410,980,772
Cash at the End of the Period 13,038,142  1,569,813,591




Notes to Financial Statements
Basis of Preparation and Presentation

The financial statements of the Company have been prepared on the historical cost basis, except for
certain financial assets measured at fair value.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

Functional Currency

These financial statements are presented in Philippine peso, the currency of the primary economic
environment in which the Company operates. All amounts are recorded to the nearest peso, except when
otherwise indicated.

ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS
Adoption of New and Revised Accounting Standards Effective in 2016

The following new and revised accounting standards and interpretations that have been published by the
[nternational Accounting Standards Board (IASB) and issued by the FRSC in the Philippines were
adopted by the Company effective January 1, 2016:

Annual Improvements to PFRSs 2012-2014 Cycle
The annual improvements address the following issues:
Amendments to PFRS 7: Financial Instruments: Disclosures

The amendments provide additional guidance to clarify whether a sérvicing contract is continuing
involvermnent in a transferred asset for the purpose of the disclosures required in relation to transferred
assets. PFRS 7 states that a pass through arrangement under a servicing contract does not, in itself,
constitute a continuing involvement in asset, for instance, when the amount andfor timing of the
servicing fee depend on the amount and/or the timing of the cash flows collected. The amendments add

guidance to this effect.

The amendments also clarified the applicability of the disclosure requirements on offsetting financial
assets and financial liabilities to be included in condensed interim financial statements. The amendments
clarified that the offsetting disclosures are not explicitly required for all interim periods. However, the
disclosures may need to be included in condensed interim financial statements to comply with PAS 34,

Interim Financial Reporting.

The amendments did not have a significant impact on the Company’s financial statements.
Amendments to PAS 1: Presentation of Financial Statements

The amendments include the following:

 Materiality. The amendments clarify that (1) information should not be obscured by aggregating
or by providing immaterial information, (2) materiality considerations apply to all parts of the
financial statements, and (3) even when a standard requires a specific disclosure, materiality

considerations do apply.

¢ Statement of financial position and statement of profit or loss and other comprehensive income.
The amendments (1) introduce a clarification that the list of line items to be presented in these
statements can be disaggregated and aggregated as relevant and additional guidance on subtotals
in these statements, and (2) clarify that an entity’s share of other comprehensive income {OCI)
of equity-accounted associates and joint ventures should be presented in aggregate as single line
items based on whether or not it will subsequently be reclassified to profit or loss.

Page 8 of 28 _ ) o
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* Notes. The amendments add additional examples of possible ways of ordering the notes to
clarify that understandability and comparability should be considered when determining the
order of the notes and to demonstrate that the notes need not be presented in the order so far
listed in paragraph 114 of PAS 1. The IASB also removed guidance and examples with regard to
the identification of significant accounting policies that were perceived as being potentially

unhelpful.
The amendments did not have a significant impact on the Company's financial statements.
New Accounting Standards Effective after the Reporting Period Ended December 31, 2016

The Company will adopt the following standards/amendments when these become effective:

PFRS 9, Financial Instruments (2014)
This standard consists of the following three phases:
Phase 1: Classification and measurement of financial assets and financial liabilities

With respect to the classification and measuremnent under this standard, al! recognized financial assets
that are currenty within the scope of PAS 39 will be subsequently measured at either amortized cost or

fair value. Specifically:

A debt instrument that (i) is held within a business moedel whose objective is to collect the
contractual cash flows and (ii) has contraciual cash flows that are solely payments of principal
and interest on the principal amount outstanding must be measured at amortized cost (net of
any write done for impairment), unless the asset is designated at fair value through profit or loss

(FVTPL) under the fair value option.

A debt instrument that (i) is held within a business model whose objective is achieved both by
collecting contractual cash flows and seiling financial assets and (ii) has contractual terms that
give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding, must be measured at fair value through other comprehensive
income (FVTOCI), unless the asset is designated at FVTPL under the fair value option.

¢ All other debt instruments must be measured at FVTPL.

All equity investments are to be measured in the statement of financial position at fair value,
with gains and losses recognized in profit or loss except that if an equity investment is not held
for trading, an irrevocable election can be made at initial recognition (o measure the investment

at FVYTOCI, with dividend income recognized in profit or loss.

This standard also contains requirements for the classification and measurement of financial liabilities
and derecognition requirements. One major change from PAS 39 telates to the presentation of changes
in the fair value of a financial liability designated as at FVTP'L attributable to changes in the credit risk for
the liability. Under this standard, such changes are presented in OCI, unless the presentation of the effect
of the change in the liability credit risk in OCl would create or enlarge an accounting mismatch in profit
or loss. Changes in fair value auributable to a financial liability’s credit risk are not subsequently
reclassified to profit or loss. Under PAS 39, the entire amount of the change in the fair value of the

financial liability designated as FVTPL is presented in profit or loss.

Phase 2: Impairment methodology

The impairment model under this standard reflects expected credit losses, as opposed to incurred credit
losses under PAS 39. Under the impairment approach of this standard, it is no longer necessary for a
credit event to have occurred before credit losses are recognized. Instead, an entity always accounts for
expected credit losses and changes in those expected credit losses. The amoupl.c_)f expecteq .credit losses
should be updated at each reporting date to reflect changes in credit risk since initial recognition.
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Phase 3: Hedge accounting

The general hedge accounting requirements for this standard retain the three types of hedge accounting
mechanism in PAS 39. However, greater flexibility has been introduced to the types of transactions
eligible for hedge accounting, specifically broadening the types of instruments that qualify as hedging
instruments and the types of risk components of non-financial items that are eligible for hedge
accounting.

In addition, the effectiveness test has been overhauled and replaced with the principle of economic
relationships. Retrospective assessment of hedge effectiveness is no longer required. Far more disclosure
requirements about an entity’s risk management activities have been introduced.

The standard is effective for annual reporting periods beginning on or after
January 1, 2018. Earlier application is permitted.

The management does not anticipate that the application of PFRS 9 will have a significant impact on the
Company's financial statements as the recognition and measurement of the Company's financial assets
and financial liabilities would be the same under both PAS 39 and PFRS 9.

PERS 16, Leases

This standard specifies how a PFRS reporter will recognize, measure, present and disclose leases. It
provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for all leases
unless the lease term is 12 months or less or the underlying asset has a low value. Lessors continue to
classify leases as operating or finance, with PFRS 16's approach (o lessor accounting substantially
unchanged from its predecessor, PAS 17,

The standard is effective for annual reporting periods beginning on or after
January 1, 2019. Earlier application is not permitted, until IFRS 15, Revenue from Contracts with Customers,
is adopted.

The future adoption of the standard will have no effect on the Company’s financial statements.

Amendment to PAS 7, Disclosure Initiative

The amendment clarifies that entities shall provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing activities.

The amendment is effective for annual reporting periods beginning on or after January 1, 2017. Earlier
application is permitted.

The future adoption of the amendment will have no effect on the Company's financial statements.
Amendments to PAS 12, Recognition of Deferred Tax Assets for Unrealized Losses
The amendments clarify the following aspects:

e Unrealized losses on debt instruments measured at fair value and measured at cost for tax

purposes give rise to a deductible temporary difference régardless of whether the debt
instrument's holder expects to recover the carrying amount of the debt instrument by sale or by

use.
¢ The carrying amount of an asset does not limit the estimation of probable future taxable profits.

» Estimates for future taxable profits exclude tax deductions resulting from the reversal of
deductible temporary differences.
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s An entity assesses a deferred tax asset in combination with other deferred 1ax assets. Where tax
law restricts the utilization of tax losses, an entity would assess a deferred tax asset in
combination with other deferred tax assets of the same type.

The amendments are effective for annual reporting periods beginning on or after January 1, 2017, Earlier
application is permitted.

The future adoption of the amendments will have no effect on the Company’s financial statements.

New Accounting Standards Issued by International Accounting Standard Board (IASB)} which is
Effective Afier the Reporting Period Ended December 31, 2016 but pending for adoption in the
Philippines.

IFRS 15, Revenue from Contracts with Customers
The standard combines, enhances, and replaces specific guidance on recognizing, revenue with a single
standard. An entity will recognize revenue to depici the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. *
It defines a new five-step model to recognize revenue from customer contracts.

* Identify the contraci(s) with a customer

« ldentify the performance obligations in the contract

* Determine the transaction price

+  Allocate the transaction price to the performance obligations in the contraét

* Recognise revenue when (or as) the entity satisfies a performance obligation.

Application of this guidance will depend on the facts and circumstances present in a coniract with a
customer and will require the exercise of judgment.

The standard is mandatory for annual reporting periods beginning on or after
january 1, 2018. Earlier application is permitted.

The management does not anticipate that the application of the new accounting standard will have a
significant impact on the Company's financial statements as the Company does not have complex
revenue transactions.

PIC Q&A No. 2016-04 - Application of PFRS 15 "Revenuc from Contracts with Customers” on Sale of
Residential Properties under Pre-completion Contracts

This interpretation applies to the accounting for revenue from the sale of a residential property unit
under pre-completion stage (i.e., construction is on-going or has not yet commenced) by a real estate
developer that enters into a Contract to Sell (CTS) with a buyer, and the developer has determined that
the contract is within the scope of PFRS 15 by satisfying all the criteria in paragraph 9 of PFRS 15,

This interpretation does not deal with the accounting for other aspects of real estate sales such as variable
considerations, financing components, commissions and other contract costs, timing of sales of
completed properties, etc.

The management does not anticipate that the application of the new accounting standard will have a
significant impact on the Company's financial statements as the Company does not have complex

revenue transactions.

Amendments to PFRS 2, Classification and Measurement of Share-based Payment Transactions
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The amendments to PFRS 2 includes:

a. Accounting for cash-settled share-based payment transactions that contain a performance
condition. The amendment added guidance that introduces accounting requirements for
cash-settled share-based payments that follows the same approach as used for equity-
settled share-based payments.

b. Classification of share-based payment transactions with net settlement features. The
amendment has introduced an exception into PFRS 2 so that a share-based payment where
the entity settles the share-based payment arrangement net is classified as equity-setded in
its entirety provided the share-based payment would have been classified as equity-settled
had it not included the net settlement feature.

¢ Accounting for modifications of share-based payment transactions from cash-setiled to
equity-settled. The amendment has introduced the following clarifications:

*  On modifications, the original liability recognized in respect of the cash-settled
share-based payment is derecognized and the equity-settled share-based payment
is recognized at the modification date fair value to the extent services have been
rendered up (o the modification date.

*  Any difference between the carrying amount of the liability as at the modification
date and the amount recognized in equity at the same date would be recognized in
profit and loss immediately.

The amendments are effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted.

The future adoption of the amendments will have no effect on the Company’s financial statements.
Amendments to PFRS 4, Applying PFRS 9 'Financial Instruments' with PFRS 4 'Insurance Contracts'

The amendments provide two options for entities that issue insurance contracts within the scope of
PERS 4:

¢ an option that permits entities to reclassify, from profit or loss to other comprehensive income,
some of the income or expenses arising from designated financial assets; this is the so-called
overlay approach; and

* an optional temporary exemption from applying PFRS 9 for entities whose predominant activity
is issuing contracts within the scope of PFRS 4; this is the so-called deferral approach.

The application of both approaches is optional and an entity is permitted to stop applying them before
the new insurance contracts standard is applied.

An entity applies the overlay approach retrospectively to qualifying financial assets when it first applies
[FRS 9. Application of the overlay approach requires disclosure of sufficient information to enable users
of financial statements to understand how the amount reclassified in the reporting peried is caleulated
and the effect of that reclassification on the financial statements.

An entity applies the deferral approach for annual periods beginning on or after 1 January 2018.
Predominance is assessed at the reporting entity level at the annual reporting date that immediately
precedes 1 April 2016. Application of the deferral approach needs to be disclosed together with
information that enables users of financial statements to understand how the insurer qualified for the
temporary exemption and to compare insurers applying the temporary exemption with entities ap.plying
IERS 9. The deferral can only be made use of for the three years following I January 2018. Predominance
is only reassessed if there is a change in the entity’s activities.

The future adoption of the amendments will have no effect on the Company’s financial statements.
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Annual Improvements to PFRSs 2014-2016 Cycle
he annual improvements address the following issues:
Amendments to PFRS 1, First-time Adoption of International Financial Reporting Standards

The amendments include the deletion of short-term exemptions stated in the appendix of PFRS 1,
because they have now served their intended purpose. The amendments are effective for annual periods
beginning on or after 1 January 2018 with earlier application permitted.

The future adoption of the amendments will have no effect on the Company’s financial statements,
Amendments to PFRS 12, Disclosure of Interests in Other Entities

The amendments clarify the scope of the standard by specifying that the disclosure requirements in the
standard, except for those disclosures needed in the summarized financial for subsidiaries, joint ventures
and associates, apply to an entity's interests that are classified as held for sale, as held for distribution or
as discontinued operations in accordance with PFRS 5 Non-current Assets Held for Sale and Discontinued
Operations.

The amendments are effective for annual periods beginning on or after January 1, 2017 with earlier
application permitted.

The future adoption of the amendments will have no effect on the Company’s financial statements.
Amendments to PAS 28, Investments in Associates and Joint Ventures

The amendments clarify that the election to measure at {fair value through profit or loss an investment in
an associate or a joint venture that is held by an entity that is a venture capital organization, or other
qualifying entity, is available for each investment in an associate or joint venture on an investment-by-
investment basis, upon initial recognition.

The amendments are effective for annual periods beginning on or after January 1, 2018 with earlier
application permitted.

The future adoption of the amendments will have no effect on the Company’s financial statements.
Amendments to PAS 40, Investment Property — Transfers of Investment Property

The amendments in Transfers of Investment Property {Amendments to 1AS 40) are:

« Stating that an entity shall transfer a property to, or from, investment property when, and only
when, there is evidence of a change in use. A change of use ocaurs if propenty meets, or ceases to
meet, the definition of investment property. A change in management’s intentions for the use of
a property by itself does not constitute evidence of a change in use.

» The list of evidence in paragraph 57(a) - (d) was designated as non-exhaustive list of examples
instead of the previous exhaustive list

The amendments are effective for periods beginning on or after January 1, 2018. Earlier application is
permitted.

The future adoption of the amendments will have no effect on the Company’s financial statements.
Philippine Interpretations [FRIC 22, Foreign Currency Transactions and Advance Consideration

The interpretation covers foreign currency transactions when an entity recognizes a non-monetary asset
or non-monetary liability arising from the payment or receipt of advance consideration before the entity

recognizes the related asset, expense or income. It does not apply when an entity measures the related
asset, expense or income on initial recognition at fair value ot at the fair value of the consideration
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received or paid at a date other than the date of initial recognition of the non-monetary asset or non-
monetary liability.

The interpretation is effective for periods beginning on or after January 1, 2018. Earlier application is
permitted.

The future adoption of the interpretation will have no effect on the Company's financial statements.
SIGNIFICANT ACCOUNTING POLICIES

Financial Assets

Initial recognition

Financial assets are recognized in the Company’s financial statements when the Company becomes a
party to the contractual provisions of the instrument. Financial assets are measured initially at fair value.
Transaction costs are included in the initial measurement of all financial assets, éxcept for investments
classified as at fair value through profit or loss (FVTPL). All regular way purchases or sales of financial
assets are recognized and derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the marketplace.

Classification and subsequent measurement

Financial assets are classified into the following specified categories: financial assets at FVTPL, held-to-
maturity (HTM) investments, available-for-sale (AFS) financial assets and loans and receivables. The
classification depends on the nature and purpose of the financial assets and is determined at the time of

initial recognition.

The Company’s financial assets as at March 31, 2017 and December 31, 2016 consist of financial assets
at FVTPL and loans and recejvables.

Financial assets at FVTPL

The Company classifies financial assets as at FVTPL when the financial asset is either held for trading or
designated as such upon initial recognition.

A financial asset is classified as held for trading if:
a. it has been acquired principally for the purpose of selling in the near future; or
b. on initial recognition, it is a part of an identified portfolio of financial instruments that the
Company manages together and has a recent acwal pattern of short-term
profit-taking: or

¢. itis a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for rading may be designated as at FVTPL upon initial
recognition if:

e such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

o the financial asset forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance with
the Company's documented risk management or investment strategy, and information about
the grouping is provided internally on that basis; or

Page 14 of 28 _
SEC Form 17-Q - Sun Life Prosperity Philippine Stock Index Fund, Inc.




¢ it forms part of a contract containing one or more embedded derivatives, and it is permitted
that the entire combined contract to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any resulting gain or loss recognized in profit or
loss. ‘

The Company's financial assets classified under this category include investments in listed equity
securities and special savings deposits.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. After initial recognition, loans and receivables are subsequenty
measured at amortized cost using the effective interest method, less any impairment and are included in
current assets, except for maturities greater than 12 months after the end of the reporting period.

The effective interest method is a method of calculating the amortized c¢ost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the debt instrument or, when
appropriate, a shorter period, to the net cartying amount on initial recognition.

Interest income is recognized by applying the effective interest rate, except for shori-term receivables
when the effect of not discounting is immaterial.

The Company's financial assets classified under this category include cash in banks, accrued interest
receivable, due from brokers and dividend receivable.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered 1o be impaired when there is objective evidence that, as
a result of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the investment have been effected.

Objective evidence of impairment

For all financial assets carried at amortized cost, objective evidence of impairment could include:
¢ significant financial difficulty of the issuer or counter party; or
« breach of contract, such as default or delinquency in interest or principal payments; or

* the lender, for economic or legal reasons relating to the borrower’s financial difficulty,
granting to the borrower a concession that the lender would not otherwise consider; or

e it has become probable that the borrower will enter bankruptcy or other financial
re-organization; or

» the disappearance of an active market for that financial asset because of financial
difficulties; or

» observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial assets in the

group.

Financial assets carried at amortized cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortized cost
has been incurred, the amount of the loss is measured as the difference between the asset's carrying
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amount and the present value of estimated future cash flows, excluding future credit losses that have not
been incurred, discounted at the financial asset’s original effective interest rate, i.e., the effective interest
rate computed at initial recognition.

The carrying amount of financial assets carried at amortized cost is reduced directly by the impairment
loss.

If, in a subsequent period, the amount of the impairment loss decreases.and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized
tmpairment {oss shall be reversed. The reversal shall not result in a carrying amourit of the financial asset
that exceeds what the amortized cost would have been had the impairment not been recognized at the
date the impairment is reversed. The amount of the reversal shall be recognized in profit or loss.

Derecognition of financial assets

The Company derecognizes financial assets when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another party. If the Company neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Company recognizes its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company
continues to recognize the financial asset and also recognizes a collateralized borrowing for the proceeds
received.

On derecognition of financial asset in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable and any cumulative gain or loss that had been
recognized in other comprehensive income and accumulated in equity is recognized in profit or loss.
Financial Liabilities and Equity Instruments

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and equity
instrument.

Financial liabilities

Initial recognition

Financial liabilities are recognized in the Company’s financial statements when the Company becomes a
party to the contractual provisions of the instrument. Financial liabilities are initially measured at fair
value. Transaction costs are included in the initial measurement of the Company’s financial liabilities,

except for debt instruments classified as at FVTPL.

Financial liabilities are classified as either financial liabilities at FVTPL or other financial liabilities.

Subsequent measurement

Since the Company does not have financial liabilities classified as a1 FVTPL, all financial liabilities are
subsequently measured at amortized cost using the effective interest method, with interest expense

recognized on an effective yield basis.

The Company’s financial liabilities classified under this category include accrued expenses and other
payables, due to brokers and payable to fund manager.
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Derecognition

Financial liabilities are derecognized by the Company when the obligation under the liability is
discharged, cancelled or expired. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable is recognized in profit or loss.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Company after
deducting all of its liabilities. Equity instruments issued by the Company are recognized at the proceeds
received, net of direct issue costs,

Ordinary shares

Share capital consisting of ordinary shares is classified as equity. Incremental costs directly attributable
to the issue of new shares or options are shown in equity as a deduction from the proceeds, net of tax.

Any excess of proceeds from issuance of shares over its par value is recognized as additional paid-in
capital.

Deficit

Deficit represent accumulated loss autributable to equity holders of the Company after deducting
dividends declared. Deficit may also include effect of changes in accounting policy as may be required
by the standard’s transitional provisions.

Repurchase, disposal and reissuance of share capital (treasury shares)

When ordinary share capital recognized as equity is repurchased, the amount of the consideration paid,
which includes directly auributable cost, net of any tax effects, is recognized as a reduction from equity.
Repurchased shares are classified as treasury shares and are presented in the reserve for own share
account. When treasury shares are sold or reissued subsequently, the amount received is recognized as
increase in equity, and the resulting surplus or deficit on the transaction is presented as additional paid-
in capital.

Deposits for future stock subscriptions

Deposits for future stock subscriptions are recorded at historical cost. These are classified as equity when
all of the following criteria are met:

a. the unissued authorized capital stock of the entity is insufficient to cover the amount of
shares indicated in the contract;

b. there is Board of Directors’ approval on the proposed increase in authorized capital stock
(for which a deposit was received by the Company);

c. there is stockholders’ approval of said proposed increase; and

d. the application for the approval of the proposed increase has been filed with the SEC.
Deposits for future stock subscriptions are classified as liability, when the above criteria are not met.
Revenue Recognition
Income is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be measured reliably. Income is measured at the fair value of the

consideration received or receivable and represents amounts receivable for services provided in the
normal course of business.

Page 17 of 28
SEC Form 17-Q - Sun Life Prosperity Philippine Stock Index Fund, Inc.




Dividend Income

Dividend income from investments is recognized when the shareholders’ rights to receive payment have
been established, usually at ex-dividend date, provided that it is probable that the economic benefits will
flow to the Company and the amount of income can be measured reliably.

Interest income

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Company and the amount of income can be measured reliably. Interest income is accrued on
a time proportion basis, by reference 1o the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset 1o that asset’s net carrying amount.

Realized gains or losses

Gains or losses arising on the disposal of investments are determined as the difference between the sales
proceeds and the carrying amount of the investments and are recognized in profit or loss.

Fair value gains

Gains arising from changes in fair values of investments are disclosed under the policy on financial
assets.

Other income

Other income is income generated outside the normal course of business and is recognized when it is
probable that the economic benefits will flow to the Company and it can be measured reliably.

Expense Recognition

Expenses are recognized in profit or loss when a decrease in future economic benefit related to a decrease
in an asset or an increase in a liability has arisen that can be measured reliably. Expenses are recognized
in profit or loss on the basis of: (i) a direct association between the costs incurred and the earning of
specific items of income; (ii) systematic and rational allocation procedures when economic benefits are
expected to arise over several accounting periods and the association with income.can only be broadly or
indirectly determined; or, (iii) immediately 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 in the statements of financial position as an asset.

Expenses in the statements of comprehensive income are presented using the function of expense
method. Investment expenses are transaction costs incurred in the purchase and sale of investments.
Operating expenses are costs attributable to administrative and other business expenses of the Company
including management fees and custodianship fees.

Fair Value

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, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Company takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these financial statements
is determined on such basis.

In addition, for financial reporting purposes, fair value measurements are categorized into Levels 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are deseribed as follows:
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* Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or iability, either directly or indirectly; and

* Level 3 inputs are unobservable inputs for the asset or liability.

Related Party Transactions

A related party transaction is a transfer of resources, services or obligations between the Company and a
related panty, regardless of whether a price is charged.

Parties are considered related if one party has control, joint control, or significant influence over the
other party in making financial and operating decisions. The key management personnel of the
Company is considered to be related parties.

Taxation

Income tax expense represents the sum of the current tax expense, final tax and deferred tax.

Current tax

The corporate income tax currently expensed is based on taxable profit for the year. Taxable profit differs
from net profit as reported in the statements of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible. The Company's current tax expense is calculated using 30% regular
corporate income tax (RCIT) rate.

Final 1ax

Final tax expense represents final taxes withheld on interest income from cash in banks, special savings
deposits and final taxes withheld on proceeds from sale of listed equity securities.

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the financial staternents and the corresponding tax bases used in the computation of takable
profit. Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deduciible temporary differences to the extent that it is probable
that taxable profits will be available against which those deductible temporary differences can be utilized.
Such deferred tax assets and liabilities are not recognized if the temporary difference arisés from the
initial recognition (other than in a business combination) of assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or pan
of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in
which the liability is setled or the asset realized, based on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities are offset when there is a legally enforceable right 1o offset current tax
assets against current tax liabilities and these relate to income taxes levied by the same taxation authority
and the Company intends to settle its current tax assets and liabilities on a.net basis.
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Current and deferved taxes for the year

Current and deferred taxes are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current and deferred
taxes are also recognized in other comprehensive income or directly in equity, respectively.

Earnings (Loss) per Share

The Company computes its basic earnings (loss) per share by dividing profit or loss for the year
autributable to ordinary equity holders of the Company by the weighted average number of ordinary
shares outstanding during the period.

For the purpose of calculating diluted earnings (loss) per share, profit or loss for the year attributable to
ordinary equity holders of the Company and the weighted average number of shares outstanding are
adjusted for the effects of deposits for future stock subscriptions which are dilutive potential ordinary
shares.

Net Asset Value per Share

The Company computes its NAVPS by dividing the total net asset value as at the end of the reporting
period by the number of issued and outstanding shares and shares to be issued on deposits for future
stock subscriptions.

Events After the Reporting Period

The Company identifies events after the end of the reporting period as those events, both favorable and
unfavorable, that occur between the end of the reporting period and the date when the financial
statements are authorized for issue. The financial statements of the Company are adjusted to reflect those
events that provide evidence of conditions that existed at the end of the reporting period. Non-adjusting
events after the end of the reporting period are disclosed in the notes to the financial statements when
material.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
The Performance of the Company could be measured by the following indicators:

1. Increase/Decrease in Net Assets Value Per Share (NAVPS). NAVPS is computed by
dividing net assets (total assets less total liabilities) by the tgtal number of shares issued and
outstanding pius the total number of units outstanding due 10 deposit for future
subscriptions {DFFS) and for conversion to shares, if any, as of the end of the reporting day.
Any increase or decrease in NAVPS translates to a prospective capital gain or capital loss,
respectively, for the Fund’s shareholders.

2. Net Investment Income. Represents the total earnings 6f the Fund from its investment
securities, less operating expenses and income tax. This gauges how efficiently the Fund has
utilized its resources in a given time period.

3. Assets Under Management (AUM). These are the assets under thé Fund's disposal. This
measures  investor confidence (increase/decrease brought about by investor
subscriptions/redemptions) as well as the growth of the Fund (increase/decrease brought
about by its operational income and market valuation of it assets and liabilities}.

4. Cash Flow. Determines whether the Fund was able to achieve the optimal level of liquidity
by being able to meet all its scheduled payments, while maintaining at the same time the
maximum investments level and minimum cash level,

Accounting Policies on Financial Assets at FVIPL

Initial recognition
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Financial assets are recognized in the Company's financial statements when the' Company becomes a
party to the contractual provisions of the instrument. Financial assets are measured initially at fair value.
Transaction costs are included in the initial measurement of all financial assets, éxcept for investments
classified as at fair value through profit or loss (FVTPL). All regular way purchasés or sales of financial
assets are recognized and derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the markeiplace.

Classification and subsequent measurenent

Financial assets are classified into the following specified categories: financial assets at FVTPL, held-to-
maturity (HTM) investments, available-for-sale (AFS) financial assets and loans and receivables. The
classification depends on the nature and purpose of the financial assets and is determined at the time of

initial recognition.

The Company’s financial assets as at March 31, 2017 and December 31, 2016 consist of financial assets
at FVTPL and loans and receivables.

Financial assets at FVTPL

The Company classifies financial assets as at FVTPL when the financial asset is either held for trading or
designated as such upon initial recognition.

A financial asset is classified as held for trading if:
d. it has been acquired principally for the purpose of selling in the near future; or

€. on initial recognition, it is a part of an identified portfolio of financial instruments that the
Company manages together and has a recent actual pattern of short-term profit-taking; or

f. itisa derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial
recognition if:

» such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

s the financial asset forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance with
the Company's documented risk management or investment strategy, and information about
the grouping is provided internally on that basis; or

« it forms part of a contract containing one or more embedded derivatives, and it is permitied
that the entire combined contract to be designated as at FVTPL,

Financial assets at FVTPL are stated at fair value, with any resulting gain or loss recognized in profit or
toss.

The Company’s financial assets classified under this category include investments in listed equity
securities and special savings deposits.

Incorporation

The Company was incorporated on December 23, 2014 with 400,000,000 authorized shares at an initial
par value of ’0.01 per share, The SEC subsequently approved the registration on April 28, 2015.
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It started its investment operations on April 21, 2015 and its shares became available to the public on
May 5, 2015.

Approved changes

On February 13, 2015, the shareholders approved the blanket increase of the Company’s authorized
share capital up to 100,000,000,000 shares with a par value of P0.01 per share. The increase will be
implemented by the Chairman of the Board of Directors and President of SLAMCI acting jointly in
tranches.

On July 3, 2015, the Board of Directors approved the first tranche of share capital increase by
1,500,000,000 shares {from 400,000,000 shares to 1,900,000,000 shares both with par value of P0.01
per share). The SEC approved the increase on October 8, 2015 and the registration statements on
September 22, 2016.

On September 22, 2016, the Securities and Exchange Commission {SEC) approved the registration
statements of 1,500,000,000 shares.

On November 7, 2016, the Board of Directors approved the second tranche of share capital increase by
2,100,000,000 shares (from 1,900,000,000 shares 10 4,000,000,000 shares both with par value of P0.01
per share). The application for increase in authorized share capital was filed with the SEC on November
28, 2016.

Pending Application

As of March 31, 2017, the Company is still in the process of completing the requirements filed with the
SEC for the approval of 2,100,000,000 shares additional authorized capital stocks.

Deposits for future stock subscriptions as of March 31, 2017 amounting to P1,126,954,090 for the
increase in the subscribed capital stock is recognized in equity since the Company has met all of the
conditions required for such recognition

Current state

As at March 31, 2017, the Company has 1,900,000,000 authorized shates with a par value of P0.01 per
share.

31 March 2017 and 31 March 2016

The net assets increased by PHP 313 Million from PHP 2.6 Billion in December 2016 1o PHP 2.9 Billion
in March 2017. The increase was mainly due to the impact of favorable market condition during the
period.

Net investment income for the period is PHP 181 Million, PHP 104 Million (136%) higher than
PHP 77 Million last year. The increase was mainly brought by the recognition of higher unrealized gains
on investments for the period.

The Company was able to meet all its monetary obligations to its shareholders (for redemption) and
creditors for the period covered. It does not foresee any event that could trigger a direct or contingent
financial obligation that is material to its operations.

No material off-balance sheet transactions, arrangements, obligations {including contingent obligations),
and other relationships of the Company with unconsolidated entities/other persons were created during
the reporting period. There are also no known trends, events, or uncertainties that have had or l.hat are
reasonably expected to have a material favorable or unfavorable impact on net sales/revenues/income
from continuing operations and liquidity.

There are no significant elements of income that did not arise from the Company's continuing
operations.
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Material Changes in the 1" Quarter Financial Statements
Statement of Financial Position - March 31, 2017 vs. December 31, 2016

1.1 Cash decreased by PHP 172 Million (93%) from PHP 185 Million in December 2016 to
PHP 13 Million in March 2017 but still liquidity requirements were met.

1.2 The Financial assets at fair value through profit and loss increased by PHP 287 Million (11%) from
PHP 2.6 Billion in December 2016 to PHP 2.9 Billion in March 2017. The increase is auributable to the
impact of favorable market condition mainly from unrealized market gains recognized for investments in
equity securities.

1.3 Dividends Receivable increased by PHP 10 Million (411%) from PHP 2 Million to PHP 12 Million.
Collection of receivable is dependent on the scheduled payment date of each lisied stock from which
dividend was received.

1.4 Other assets pertain to prepaid expenses to be amortized until the end of accounting period.

1.5 Due from brokers account pertains to amounts receivable from brokers arising from the sale of
investments processed on or before the reporting period, which are settled three (3) days after the
transaction date.

1.6 Accrued expenses and other payables decreased by PHP 196 Million (97%) from PHP 202 Million to
PHP 6 Million. The decrease was mainly due to lower Proceeds Payable to Investors for the period. These
are amounts payable to investors for the redemption of their investments processed on or before end of
the reporting period, which are usually paid four (4) days after the transaction date.

1.7 Due to Brokers for the period amounted to PHP 21 Million. This pertains t0 amounts payable to
brokers related to purchases of investments in listed equity securities processed towards the end of
reporting pericd. Payments to purchases are settled three (3) days after the transaction date.

Average daily net asset value from January to March 2017 and January to March 2016 is
PHIP 2,782,882,647 and PHYP 1,454,164,044 respectively.

Statement of Comprehensive Income For three months ended - March 31, 2017 vs, March 31, 2016

2.1 Gross revenues for the period decreased by PHP 9 Million (48%) from PHP 18 Million to
PHP 9 Million due to realized loss from sale of investments in equity securities during the period partially
offset by the increase in Dividend Income.

2.2 Total Operating Expenses increased from PHP 5 Million in March 2016 to PHP 10 Million in March
2017. The increase was mainly due to higher management fees brought by higher AUM for the period.

2.3 Net profit increased by 104 Million (136%) from PHP 77 Million in December 2016 to PHI 181
Millien in March 2017. The increase was mainly brought by the recognition of higher unrealized gains
on investments for the period.

Statement of Changes in Equity

1.8 Total equity registered an increase of PHP 313 Million from PHP 2.6 Billion in December 2016 to
PHP 2.9 Billion in March 2017,

PART II -RISK MANAGEMENT

[tem 1. Financial Risk Exposures of the Company
1. Financial Risk Management Objectives and Policies
The Company’s activities expose it to a variety of financial risks: Market risk, which includes fair value

interest rate risk and equity price risk; credit risk; and liquidity risk. The Fund Manager exerts best efforts
to anticipate events that would negatively affect the value of the Company's assets and takes appropriate
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actions to counter these risks. However, there is no guarantee that the strategies will work as intended.
The policies for managing specific risks are summarized below:

L.1 Interest Rate Risk: Interest Rate Risk is a type of Market Risk which is apﬁlicable to the Fund’s
investments in bonds, if any. This refers to the increase/decrease of a bond price due to movement in
market factors such as changes in interest rates. A change in interest rates is the period when interest
rates rise or fall thus causing the decline or increase in the market price of the bonds held by the Fund, if
any. This risk is minimized by closely monitoring the direction of interest rates and aligning it with the
appropriate strategy of the Fund.

1.2 Credit Risk: Investments in bonds carry the risk that the issuer of the bonds might default on its
interest and principal payments. In the event of default, the Fund’s value will be adversely affected and
may result in a write-off of the concerned asset held by the Fund. To mitigate the risk, each
Issuer/Borrower/Counterparty passes through a stringent credit process to determine whether its credit
quality complies with the prescribed standards of the Fund. Further, the credit quatity of the
Issuer/Borrower/Counterparty is reviewed periodically to ensure that excellent credit standing is
maintained. Moreover, a 10% exposure limit to a single entity is likewise observed.

1.3 Liquidity Risk: The Fund is usually able to service redemptions of investors within seven (7)
banking days after receipt of the notice of redemption by paying out redemptions from available cash or
near cash assets in its portfolio. However, when redemptions exceed the Funds available cash or near
cash assets in its portfolio, the Fund will have to sell its other security holdings; and during periods of
extreme market volatility, the Fund may not be able to find a buyer for such assets. Consequently, the
Fund may not be able to generate sufficient cash from its sale of assets to meet the redemptions within
the normal seven (7) banking day period. To mitigate this, the Fund maintains adequate highly liquid
assets in the form of cash, cash equivalents and near cash assets in its portfolio. As the Fund’s portfolio is
composed of liquid assets, liquidity risk is deemed low.

1.4 Regulatory Risk: The Fund’s investments and operations are subject to various regulations affecting
among others, accounting of assets and taxation. These regulations occasionally change, and may result
in lower returns or even losses borne by the investors. For example, a higher tax imposed on the sale or
purchase of underlying assets of the Fund may result in lower net asset value of the Fund. To mitigate this
risk, SLAMCI adopts global best practices. Further, it maintains regular communications with the
relevant government agencies to keep itself abreast of the issues giving them concern, and to have the
opportunity to help them set standards for good governance. SLAMCI also takes an active participation
in the Philippine Investment Funds Association, Inc. (“PIFA"), an association of mutual fund companies
in the Philippines.

1.5 Non-guarantee: Unlike deposits made with banks, an investment in the Fund is neither insured nor
guaranteed by the Philippine Deposit Insurance Corporation (*PDIC"). Hence, investors carry the risk of
losing the value of their investment, without any guaranty in the form of insurance. Moreover, as with
any investment, it is important to note that past performance of the Fund does not guarantee its future
success.

1.6 Dilution Risk: Being an open-end mutual fund, various investors may effectively subscribe to any
amount of shares of the Fund. As such, investors face the risk of their investments being diluted as more
investors subscribe to shares of the Fund. The influence that the investors can exert over the control and
management of the Fund decreases proportionately.

1.7 Large Transaction Risk: If an investor in a Fund makes a large transaction, the Fund’s cash flow may
be affected. For example, if an investor redeems a large number of shares of a Fund, that Fund may be
forced to sell securities at unfavorable prices to pay for the proceeds of redemption. This unexpected sale
may have a negative impact on the net asset value of the Fund.

1.8 Fund Manager Risk: The performance of the Fund is also dependent on the Fund Manager’s skills.
Hence, the Fund may underperform in the market and/or in comparison with similar funds due 1o
investment decisions made by the Fund Manager, and may also fail to meet the Fund's investment
objectives. The Board of Directors of the Issuer, however, shall ensure that all investment policies and
restrictions enumerated in this Prospectus are strictly followed.
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2. Capital Risk Management

The Company manages its capital to ensure that the Company will be able to continue as a going
concern while maximizing returns 1o stakeholders through the optimization of the mix of high-quality
debt and equity securities from domestic issuers.

The Company is guided by its Investment Policies and Legal Limitations. All the proceeds from the sale
of shares, including the original subscription payments at the time of incorporation constituting the
paid-in capital, is held by the pertinent custodian banks.

The capital structure of the Company consists of issued capital.

The Company manages capital and NAVPS to ensure that the Company's net asset value remains
competitive and appealing to prospective investors.

The Company is also governed by the following fundamental investment policies:

e It does not issue senior securities;

» It does not intend to incur any debt or borrowing. In the event that borrowing is necessary, it
can do so only if, at the time of its incurrence or immediately thereafter, there is asset coverage
of at least 300% for all its borrowings;

* It does not participate in any underwriting or selling group in connection with the public
distribution of securities, except for its own share capital;

¢ [t generally maintains a diversified portfolio. Industry concentrations may vary at any time
depending on the investment manager’s view on the prospects;

* [tdoes not invest direcdy in real estate properties and developments;
* [t does not purchase or sell commedity futures contracts;

* lidoes not engage in lending operations to related parties such as the members of the Board of
Directors, officers of the Company and any affiliates, or affiliated corporations of the
Company;

¢ The asset mix in each type of security is determined from time to time, as warranted by
economic and investment conditions; and

» It does not change its investment objectives without the prior approval of a majority of its
shareholders.

The Investment Policies refer to the following:

+ Investment Objective ~ 1o provide total returns consisting of current income and capital growth
through the investment in a mix of high-quality debt {bonds) and equity (stocks) securities
from both domestic and foreign issuers.

e Benchmark ~ 45% PSE Index and 45% HSBC Liquid Bond Index & 10% 30-day special savings
deposits.

o Asset Allocation Range - the Company allocates its funds available for investments among cash
and other deposit substitute, fixed-income securities and equity securities based on certain
proportion as approved by Management.

Other matters covered in the investment policy include the fees due 10 be paid to the Fund Manager with
management and distribution fees each set at an annual rate of 2% of the net assets attributable to
shareholders on each valuation day.

As at March 31, 2017, the Company is in compliance with the above requirements and minimum equity
requirement of the SEC of P50,000,000.
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3. The amount and description of the company’s investment in foreign securities:
The Company does not have any investment in foreign securities.

4. Significant accounting judgments made in classifying a particular financial instrument in the fair
value hierarchy.

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Company's accounting policies, Management is required to make judgments,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on the historical

experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that

period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Critical Judgments in Applying Accounting Policies

The following are the critical judgments, apart from those involving estimations, that Management has
made in the process of applying the Company’s accounting policies that have the most significant effect
on the amounts recognized in the financial statements.

Loans and receivables designated as at FVTPL

The Company designated its special savings deposits as financial asset at FVTPL since it forms part of a
group of managed financial assets whose performance is evaluated on a fair value basis, in accordance
with the Company’s documented risk management or investment strategy. The information about the
group of managed financial assets is provided internally on that basis to the Company’s management.

As at March 31, 2017 and December 31, 2016 the carrying amount of special savings deposits designated
as financial assets at FVTPL amounted to PHP 45,500,000 and PHP 87,700,000, respectively.

Puttable shares designated as equity instruments

The Company designated its redeemable share capital as equity instruments since the Company’s share
capital met the criteria specified in PAS 32, Financial Instruments: Presentation 1o be presented as equity.

A puttable financial instrument includes a contractual obligation for the issuer to repurchase or redeem
that instrument for cash or another financial asset on exercise of the put. As an exception to the
definition of a financial liability, an instrument that includes such an obligation is classified as an equity
instrument if it has met all the following features:

a. it entitles the holder to a pro rata share of the entity’s net assets in the event of the entity’s
liquidation. The entity’s net assets are those assets that remain after deducting all other
claims on its assets;

b. itisin the class of instruments that is subordinate 1o al! other classes of instruments;

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

d. apar from the contractual obligation for the issuer to repurchase or redeem the instrument
for cash or another financial asset, the instrument does not include any contractual
obligation to deliver cash or another financial asset to another entity, or to exchange
financial assets or financial liabilities with another entity under conditions that are
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potentially unfavorable to the entity, and it is not a contract that will or may be settled in the
entity’s own equity instruments; and

e. thetotal expected cash flows attributable to the instrument over the life of the instrument are
based substantially on the profit or loss, the change in the recognized net assets or the
change in the fair value of the recognized and unrecognized net assets of the entity over the
life of the instrument (excluding any effects of the instrument).

As at March 31, 2017 and December 31, 2016, the recognized equity in the statements of financial
position amounted to PHP 2,897,582,609 and PHP 2,584,826,778, respectively.

Key Sources of Estimation Uncertainty

The following are the Company’s key assumptions concerning the future and other key sources of
estimation uncertainty at the end of each reporting period that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year.

Deferred tax assets

The Company reviews the carrying amount at the end of each reporting period and reduces deferred tax
assets to the extent that it is no longer probable that sufficient taxable profit will be available o allow all
or part of the deferred 1ax assets to be utilized. There is no assurance that the Company will generate
sufficient taxable profit that will allow all or part of its deferred tax assets (o be utilized.

As at March 31, 2017 and December 31, 2016, the carrying amounts of financial assets carried at fair
value  through profit or loss subsequent to  initial recognition amounted o
PHP 2,902,961,252 and PHP 2,615,787,207, respectively. The net unrealized fair value gains on
investments amounting to PHDP 183,274,631 is recognized in March 31, 2017 and PHP 71,480,108 was
recognized in March 31, 2016.

Determining fair value of investments in debt securities classified as financial assets as at FVTPL

The Company carries its investments in debt securities and special savings deposits at fair value, which
requires use of accounting estimates and judgment. Since market interest rate is a significant component
of fair value measurement, fair value would differ if the Company applied a different set of reference
rates in the valuation methodology. Any change in the fair value of these financial assets would affect
profit or loss and equity.

Compliance with Foreign Account Tax Compliance Act (FATCA)

In accordance with the requirements of the US Internal Revenue Service (“IRS"} and the
Intergovernmental Agreement ("IGA") between the Government of the United States of America and the
Government of the Republic of the Philippines to Improve International Tax Compliance and to
Implement FATCA which was signed last July 13, 2015, the Fund has registered with the Internal
Revenue Service (IRS) and has obtained its own GIIN as a sponsored entity. Sun Life Asset Management
Company, Inc. ("SLAMCI") continues to assume responsibilities for the Fund's FATCA compliance as the
Sponsoring Entity and has implemented FATCA onboarding processes and procedures as well as system
enhancements to monitor its new and pre-existing account holders who are U.S. Persons and have U.S.
Indicia.

The Fund, together with its Sponsoring Entity, SLAMCI, is preparing to comply for FATCA rgporling on
the date which will be set by the Bureau of Internal Revenue as soon as the IGA has been ratified by the
Senate.
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SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this
report to be signed on its behalf by the undersigned thereunto duly autharized.

Issuer : Sun Life_Prosperity Philippine Stock Index Fund, Inc.

Principal Financial/Accounting Officer/Comptroller:

Signature and Title : Treasurer Candy S. han
Date : May 11,2017
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SUN LIFE OF PROSPERITY PHILIPPINE STOCK INDEX FUND, INC,

Schedule of Investments
Financial assets at fair value through profit and loss

{
i

March 31, 2017 .

December 31, 2016

Number of Shares f Princlpalf sh
Name of Issuing Entity and Association of Each [ssue Principal Amount of [ Market Value | Aggregate Cost Amount o Amfmm own in
Bonds and Notes Bonds and Balznce Sheet
Noltes

Equities .
Aboitiz Equity Ventures Inc 2,177,680 P 162,128,276 | [ 144,833,990 2,041,460 " 144,535,368
Aboitiz I"ower Corporation 1,149,500 47,991,625 50,414,998 1,101,400 45,928,380
Alliance Global Group Inc. 3,547,000 44,975,960 62,978,370 3,397,800 43,423,884
Ayala Corporation 204,170 172,523,650 162,703,869 195,430 142,761,615
Ayala Land Inc. 6,291,220 207,924,821 231,508,667 6,026,820 192,858,240
Bank of the Philippine Istands 1,551,060 156,967,272 148,392,943 1,485,650 131,925,720
BDO Unibank Inc. 1,616,105 190,053,948 169,384,895 1,293,860 145,041,706
DMCI Holdings Inc. 3,057,240 34,852,536 39,108,104 2,928,640 38,833,766
Emperador Inc. - - - 2,158,720 15,111,040
Bnergy Development Corporation 7,550,130 45,451,783 47,605,445 7,232,530 37,247,530
First Gen Corporation 993,620 20,816,339 24,224,637 951,720 20,937,840
Globe Telecom Ine. 24,010 48,788,320 51,518,657 23,010 34,722,090
GT Capital Holdings tnc. 68,810 78,787,450 92,671,357 61,790 78,473,300
International Container Terminal Services [nc. 851,210 76,523,779 72,669,238 814,780 58,623,421
G Summit Holdings 1nc. 2,414,980 196,458,613 178,053,660 2,313,430 156,503,540
lollibee Foods Corporation 380,680 75,184,300 82,343,068 364,200 70,654,800
LT Group, Inc. 2,314,030 37,070,761 33,653,338 2,216,430 27,838,361
Manila Electric Company 176,090 48,248,660 51,964,394 168,700 44,705,500
Megaworld Corporation 9.014,030 30,467,421 40,327,049 8,635,030 30,827,057
Metro Pacilic Invesiments Corporation 10,879,730 65,495,975 65,704,213 10,422,230 69,416,714
Metropolitan Bank & Trust Company 1.281,190 102,495,200 109,444,054 1,252,600 90,938,760
Petron Corporation 1,850,240 16,467,136 17,249,062 1,772,440 17.635,778
PLDT, INC., 88,835 146,222,410 188,156,787 85,100 116,161,500
Robinsons Land Corporation 1,312,960 30,198,080 37,702,337 1,257,660 32,699,160
San Miguel Carporation 293,400 30,513,600 21,208,531 281,050 25,940,915
Security Bank Corporation 365,640 73,859,280 86,685,684 356,190 67,676,100
Semirara Mining and Power Corporation 236,580 34,919,208 30,955,262 226,580 29,455,400
SM Investments Corporation 435,805 303,756,085 273,398,918 436,505 285,910,775
SM Prime Holdings Inc. 7,600,750 215,101,225 183,283,378 7,279,950 206,386,583
Universal Robina Corporation 797,680 130,420,680 150,208,990 763,990 124,912,365
Puregold Price Club Inc. 750,500 32,796,850 33,755,710 . ) -

TOTAL 69,274,875 2,857,461,252 | 2,882,109,605 67,546,395 2,528,087,207

Other Short Term Cash Investment ) .
Special Savings Accounts, Citibank NA 41,800,000 41,800,000 N/A 71,200,000 71,200,000
Special Savings Accounts, HSBC 3,700,000 3,700,000 NfA 2,200,000 1 2,200,000
Special Savings Accounts, ING - - N/A 14,300,000 14,300,000

TOTAL 45,500,000 45,500,000 - 87,700,000 87,700,000

: 1
GRAND TOTAL 114,774,875 | P2,902,961,252 (P2,882,109,605 155,246,395 P2,615,787,207
. |




SUN LIFE PROSPERITY PHILIPPINE STOCK INDEX FUND, INC.

Schedule of Financial Soundness Indicators and Financial Ratios
March 31, 2017 and December 31, 2016

2017

2016
Current/ 1iquidty Ratios
a. Current ratio 95.49:1 12.57:1
b. Quick ratio 95.49:1 12.57:1
c. Cash ratio 0.43:1 0.83:1
d. Days in receivable N/A N/A
e. Working capital ratio 0.99:1 0.92:1
f. Net working capital to sales ratio 316.07:1 83.66:1
g- Defensive Interval Ratio 26,824.36:1 36,124.28:1
Sobvency Ratios
a. Long-term debt to equity ratio 0.00 0.00
b. Debt to equity ratio 0.02:1 0.09:1
c. Long term debt to total asset ratio 0.00 0.00
d. Total debt to asset ratio 0.02:1 0.08:1
Assct to equity ratio 1.02:1 1.09:1
Interest rate coverage ratio N/A N/A
Profitability Ratio
a. Barnings before interest and taxes (EBIT) margin 19.79 -3.97
b. Earnings before interest, taxes and depreciation and amortization
{(EBITDA) margin 19.79 -3.97
c. Pre-tax margin 19.79 -3.97
d. Effective tax rate 0.40% -1.05%
c. Post-tax margin 197 -4
f. Return on equity 6.59% -6.2%
g. Return on asset 6.30% -5.9%
Capital intensity ratio 319.42:1 90.89:1
Dividend payout ratio N/A N/A




SUN LIFE PROSPERITY PHILIPPINE STOCK INDEX FUND, INC.

Schedule Required under SRC Rule 68

Percentage of Investment in a Single Entcrprise to Net Assel Value

Asof March 31, 2017 and Decemnber 38, 2016

Bauities

SM lavestnents Comporation

Ayaha Land Ine.

G Summit Holdings Tne.

LT, INC,

Universal Robuss Corporation

SM Prune Holdings Inc.

Ayala Corporation

B0 Unibank Inc,

Aboitiz Equiry Venturees [nc

Bank of the Philppine 1stands
Metropolitan Bank & T'rust Company
GT Capiat Holdings Inc.

Jolhbee Foods Corporation

Metrn Pacedic hivesmients Coponation
Alliance Global Group Inc.

Intenational Container Tenninal Senvices e,

Manils Eleceric Company

Globe Teleeom Ine,

Abuitiz Power Corpenation
Energy Development Corporation
DACT Holdings Inc.

Mepawodd Coporation
Raobinsns Land Comuoration

LT Group, Inc.

Semnirars Mining and Pouer Corponation
San Miguel Corporation

Firs1 Gen Corporation

Emperadur Inc,

Perron Comumtion

Bloomberry Resorts Corporation
Security Bank Corparation
Puregold Price Club Enc,

Equities

SM lavesnments Corportation

Apala Land Inc.

JG Summa Heldings [ne.

PLI¥I, INC.

Universal Robima Comporabon

SM PPeume Holdings bae.

Apala Comporation

B Unibank Ine,

Abuitix Bquity Ventures Inc

Hank of the Philippie [slands
Metropolitan Bank & Frust Company
G Capinal Holdings Inc.

Jollibee Foods Corporation

Merry Pacific hwestinents Corporation
Allanee Cilobal Geoup Inc.

Intecational Container T'enminal Services Tne.

Mantla Hlectric Company

Globe Telecom Ene.

Aboitiz Power Corporation
Energy Development Corporation
MG Holdings Lnc,

Megawortd Corporation
Robinrons Land Corpartion

LT Gruup, lac.

Seminr Mining 2ad Power Comorntion
San Miguel Corponarion

Firnt Gien Cotponation

Empendor lnc

Petron Corporation

Securiry Bank Corpornatin
Pureguld Price Club lue,

[nvestment
(Market Value)

303,756,085
207.924.621
196,458,623
146,222,110
130,420,680
215,101,225
172,523,630
190,053,948
162,128.276
156,967,272
102,495,200
TRIBTA30
75,184,300
65495915
4975960
76,523,779
18,248,660
48,788,420
4791 625
15,451,783
34,8525%
30,467,421
30,198,080
32,070,701
0208
30,583,600
20,816,339
¢
16,467,136
[
73,659,280
32,796,450

Invesiment
(Shares)

435,805
6,291,220
2A14,980

88,835
797,680
7,600,750
204,170
1,616,105
2,177,680
1,551,060
1,281,190
68,810
3R0,680

10,879,730
1,547,000

851,210
17600
24010
1,149,500
7,550,130
3,057,240
3,014,000
1,312,960
214,000
236,580
298,400
903,620
1,850,240
165,640
750,500

2017
Net Asset
Value

2,897,582,449
2,897,582,609
2,897,5R2,609
2,897,582,609
2,897,582,609
2,897,582,609
2,897,582.609
2,897,582,609
2,897,582,609
2,807,562,600
2,897,5R2,600
2,807,SH2,600
2.H97,542,609
2,897,5H2,600
2847, 582,609
2.897,582,60¢%
2,897,582,600
2,807,582,600
2,897 582,600
2897 582,608
2,897,582,600
2.897.582,609
2897582600
2.897.582,61
2,897,582.600
2.897,582,600
2897582600
2897 582,61
2,897.582.600
2,897 582,600
2,897 582,609
2,897 582,609

. Towl Investment of the Fund to the Quistanding Securities of an Investee Company
Ar of March 31, 2007 and December M, 2016

2017
Cutstanding
Securitics

1,204,582,867
14, 712682.588
T162841,657
216,055,775
2,204,161,868
28,879.231.6%¢
620,726,154
1,367,335,214
3,633, 7192,557
3,920.090,393
3,180.172,786
ET4,300, 000
1,080,992,279
31,504,178,752
10,269,827.979
2,023,963,543
1,127,008,705
13242402
7.358,604,307
18,737,010,000
13.277,470,000
32239445872
4,093,830,685
10,821,384 RED
1,065,286,430
23TRE2UNTE
3,060,943,557
9,375,104 497
753,538,887
2,765,381 4006

¥ over
NAY

10.48%
718%
6.78%
5.05%
4.50%
T420%
5.95%
6.56%
S0
542%
154%
2712%
259%
226%
1.55%
264t
1.67%
1L68%
Lo0%
1.57%
1.20%%
1.05%
LK%
1L28%
1.21%
1.05%
072%
QNP4
057%
0.00%
2.55%
1L13%

%o over
Investee

0.04%
Q0%
0.03%
0.04%
{H0s%

001%
0.03%

0.02%
0.05%
0.03%

Investment
(Marker Vabur)

285,910,775
192,838,240
156,503,540
116,161,500
124,912.365
206,386,583
42761615
145,041,706
144,535,368
131,925,720
90,938,760
78,473,300
70,634,800
69,416,114
43,423,884
58,623,421
44,705,500
3722000
45.924,3R0
37247530
38,833,766
30,827,057
32699160
2TA38.361
29,455,400
2540915
20,937,840
15,111,040
17,635,778
67,676,100

Investment

{Sharcs)

136,505
0,026,820
2,313,430

85,100

763,990
7.279,950

195,430
1,293,860
2041460
1,485,650
1,252,600

61,790
364,200
10,422,930
3,397,800
A14.780
168,700
2010
1,101,400
7232530
2928640
8,635,030
1,257,660
2216430
220,580
281,050
951,720
2A58,720
1,772,440
356,190

2016

Net Assct Value

2,584,826,778
2584.826,778
2.584,826,778
2,564,/26,778
2,584,826,778
2,584,R20,778
2,584,826,778
2,584,826,778
2,584,826,778
2.584,826,778
2,584,826,778
2.584,826,778
2,584,426, 778
2.5H4,H26,7TH
2,5R4,826,778
2,584,826,778
2,584,826,778
2,584,826, 778
584,826,778
2.584,026,778
2,5R4,826,T78
2,584,826,778
2,584,826,778
2,584,826,778
584,126,778
2.584,826,778
2,584,826,778

2,584,R26,778 .

2,584,826,77H

2,584,826,778

016
Outstanding
Securitics

1,204,582, 867
14,712,682,588
TI6ZR11,657
26055775
2.204.161,858
ZAETO. 231 64
620,726,154
6T 024,454
5.633,792.557
3,929,0%1,393
3,180,172.78G
173,300,000
1,076,583,542
31,504,178,752
10,209,8271,979
2023,963.443
1,127.098,705
132742,402
758,604,307
18,737,010,000
13,277,47¢,000
32,239,445 473
4,093,830,685
10,821,388,889
1,065.286,430
237H524.978
3,000,943,557
16,120,000,000
9,375,104,497
743,538,887

Y over
NAV

1L06%%
TA6%
6.05%
149%
+.A83%
7.98%
552%
561%
5.5M%
5.10%
A52%
3odth
273%
260%
1.68%
127%
1L.73%
1L.M%
1.76%
L44%
1.50%
L17%
1.27%
LOAY:
1.14%
1.00%
0.41%
0.58%
6HY
262%

5 over

Invesee

-
SEZEE
PRl S e N

s g
g¢

0.08%
0.03%
0.03%
0.04%
0.04%
0.04%
0o4%
0.03%
0.03%
0.03%
0.04%
0.01%
0.02%
0.01%
0.04%
002%
(H3%
0.03%
0.02%
0.02%
0.01%
0.03%
0.01%
0.02%
0.05%




iti Tata! Lnvesiment in Liquid or Semi-Liquid Assets to Total Asscts

As of March 31, 2007 axd Decesnber 3, 2010

Toral Liquid and Semd-Laquid Assets
TOTAL ASSHTS
Toial Invesunent in Liquid or Semi-Liquid Assets 1o Total Assets

. ‘Total Operating Expenses o Towal Net Wonh

As af March 31, 2017 andt Decermber 31, 2010

"T'oml Operatng Expenses
Avenge Daily Net Wonh
Taral Operating Expenses te Totld Nt Waorth

. ‘Total Asscts to Total Borrowings

Az of March 31, 2017 and December 31, 2016

Totad Assets
Tatal Borrowings
Toul Assers to Tonl Botrowngs

byl
2928,247,782
2928 248,420
%%

2016
9,824,743
2,7R2BR2.647
0.35%

2016
2,928,248,420
30665811
9549%%

2016

2808270920

2,808,270,920
100%

016
27,986,097
1,913, 345,798
1.46%

2016
2,B08,270,920
223444,142
1257%
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This document contains key information you should know about the Sun Life Prosperity Philippine Stock Index Fund. You can find more detailed information in the Fund's prospectus.
Ask your advisor for a copy, contact the manager, Sun Life Asset Management Company, Inc., at 849-9888 or phil_prosperity@sunlife.com or visit www.sunlifefunds.com. |

Launch Date May 5, 2015 Minimum Holding Period 30 days Minimum Subscription PHP 5,000
Fund Slze PHP 2,745,528,997.40 Management and Cistribution Fee 1.00% Minimum Subsequent PHP 1,000
Net Asset Value Per Share 0.9223 Transfer Agency Fee 0.15% Risk Classification Moderate to High
Benchmark 100% PSEi Early Redemption Fee 1.00%

L - | B

What does the Fund invest in?

The Sun Life Prosperity Philippine Stock Index Fund aims to generate long-term capital growth by tracking the performance of the Philippine Stock
Exchange Index (PSEi). The Fund invests primarily in common stocks that comprise the PSEi and in cash and other money market instruments,

The Fund is suitable for investors with high risk tolerance and a long-term investment horizon. This is for aggressive investors who are willing to take
risks for higher returns.

Top Equity Holdings Investment Mix Sector Allocation

1. 5M Investments Corporation, 10.79%

2.5M Prime Holdings Inc., 7.74%

3. Ayala land Inc,, 7.67% — T
4. BDO Unibank Inc. 6.24%

5.)G Summit Holdings Inc., 6.16%
6. Ayala Corporation, 5.6% 0 Cash and Other Liquid Assets 3.52%
7. Aboitiz Equity Ventures Inc, 5.43%
8. Bank of the Philippine Islands, 4.7 7%
9. PLDT, Inc., 4.48%

o Holding Firms / Conglomerates 39.72x

o Consumer / Retail 7 96%
1 Banks/Financial Services 18.|02x
G Property 18.33%

B Utility / Energy 6.38%

QEquities 96.48%

= Communications 6.11%
o Transpart Services 2.34%
Mining 1.14%
Gaming 0.00%

10. Universat Robina Corporation, 4.46%

How has the Fund performed? What is the outlook on the market?

The PSEi had a solid start to the year, jumping 5.7% In the month of January. Bulk of
the gains were largely seen during the first trading week of the year'as local
investors snapped up bargains which were heavily sold down during the last trading
weeks of 2016. Foreigners were also net buyers for the first time since August 2016
as net foreign inflows amounted to USDS.8m. However, volumes remained thin for
January as average value turnover amounted te only USD119m compared to
UsSD157m for 2016.

For the month, the services {+9.26%) and property sectors {+7.16%) led the gainers
while the mining (+1.87%) and industrial sectors (+2.99%) were the laggards.

We expect volume to pick up in February as investors start to digest Trump's
policies following his inauguration last January. Market players will closely examine
if President Trump will follow through on his controversial campalgn rhetoric
centering on protectionist policles. Domestically, focus will be on corporate
L, [ e earnings with expectations implying an 8% jump YoY for FY16. Moreover, Impact of
0.00% 5.00% 10.00% | potential protectionist policies may also harm US BPO firms operating in the
' Philippines and headlines focusing on these will be followed closely as well. In the
short term, we expect the PSEi to trade within the 7,000 to 7,400 range.

1-year

o Benchmark: 100X PSEi 11 Sun Life Prosperity Philippine Stock Index Fund

Invest wisely, Investing involves risk and there is no guarantee that the Funds will meet their stated objectives and/or that you will not lose money on your investment. Past performiance is not
indicative of?rland does not represent future retums. Share values and yields fluctuate so your shares may be worth more or less than your criginal investment. Current Fund perfarmance miy be lower
::r higher than the performance quoted so you may not get back the full amount af your original investment, Please consider the Funds' investment objectives, risks, charges and expenses before

' \ ' * v . N : . . A
investing. You can find additional infarmation, inctuding important risk cansiderations, in the Sun Life Prosperity Funds’ prospectuses, which may be obtained from duly autharized Sun Lifie Prosperity
Fund Distributors. or by catling B49-9888 or visiting www.sunlifefunds.com. Read the prospectuses carefully before investing.
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I
This document contains key information you should know about the Sun Life Prosperity Philippine Stock Index Fund. You can find more detailed information in the Fund's prospectus.
Ask your advisor for a copy, conract the manager, Sun Life Asset Management Company, Inc., at 849-9888 or phil_prosperity@sunlife.com or visit www.sunlifefunds.com,

Launch Date May 5, 2015 Minimum Holding Period 30 days Minimum Subscription PHP 5.000
Fund Size PHP 2,789,234,347.96 Management and Distributton Fee 1.00% Minimum Subsequent PHP 1.000

. Net Asset Value Per Share 0.9200 Transfer Agency Fee 0.15% Risk Classiflcation Moderate to High
Benchmark 100% PSEi Early Redemption Fee 1.00%

What does the Fund invest in?

The Sun Life Prosperity Philippine Stock Index Fund aims to generate long-term capital growth by tracking the performance of the Philippine Stock
Exchange Index (PSEi). The Fund invests primarily in common stocks that comprise the PSEi and in cash and other money market instruments.

The Fund is suitable for investors with high risk tolerance and a long-term investment horizon. This is for aggressive investors who are willing to take

risks for higher returns.

Top Equity Holdings Investment Mix Sector Allocation

1. SM Investments Corporation, 10.55%
2.5M Prime Holdings Inc., 7.8%

3. Ayala Land Inc,, 7.7 6%

4. ]G Summit Holdings Inc, 6.55%
5.BDO Unibank inc., 6.52%

6. Ayala Corporation, 5.6 2% 0 Cash and Other Liquid Assets 2.02%
7. Aboitiz Equity Ventures Inc,, 5.47%

8. Bank of the Philippine Islands, 5.09% Mining 1.20%

9.PLDT, Inc. 4.53% Gaming 000X :
10. Universal Robina Corporation, 4.46%

O Holding Firms / Conglomeratés 39 53X
o Consurner / Retail 7.83%

T Banks/Financial Services 18 2B%
OEquities 97.98% O Property 18.16%

® Utility / Energy 6.50%
€ Communications & 19%

OTransport Services 2.30%

How has the Fund performed? Market Review

* PSEi was down 0.2% for the month to end at 7,212,
still within the past 2-month trading range of 7,100
to 7,400

+ Market drivers: (1) Foreigners turned net sellers by
$104m; (2) full year 2016 corporate earnings mostly
within expectations which grew by 11%

* Financial and Industrial sectors outperformed during
the month while Property and Holding sectors lagged

1-year

0.00% 5.00% 10.00%

o Benchmark: 100% PSEi 11 5un Life Prosperity Philippine Stock Index Fund I

Invest wisely. Investing involves risk and there is no guarantee that the Funds will meet their stated abjectives and/ar that you will not lose money on your investment, Past perfmm!;nce is not
indicative of and does not represent future returns. Share values and yields fluctuate so your shares may be worth more or less than your original investment. Cutrent Fund performance mdy be lawer
or higher than the performance quoted 50 you may net get back the full amount of your original investment Please consider thé Funds’ investment objectivas, risks, charges and expenses befare
investing, You can flnd additianal information, including important risk considerations, in the Sun Life Prosperity Funds prospectuses, which may be obtained from duty authorized Sun Lifé Prosperity
Fund Distributors, or by calling 849-9888 or visiting www.suntifefunds.com. Read the prospectuses carefully before investing. I |
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This document contains key information you should know about the Sun Life Prosperity Philippine Stock Index Fund. You éan find more detaited information In the Fund's prospectus.
Ask your advisor for a copy, contact the manager, Sun Life Asset Management Company, inc., at 849-9888 ar phil prosperity@sunlife.com or visit www.sunlifefunds.com. !

-y

Launch Date May 5, 2015 Minimum Helding Period 30days Minimum Subscription PHP 5,000
Fund Size PHP 2,897,582,609.47 Management and Distribution Fee 1.00% Minimum Subsequent PHP 1,000
Net Asset Value Per Share 0.9364 Transfer Agency Fee 0.15% Risk Classification Moderate to High
Benchmark 100% PSEi Early Redemption Fee 1.00%

What does the Fund invest in?

The Sun Life Prosperity Philippine Stock Index Fund aims to generate long-term capital growth by tracking the performance of the Phillppine Stock
Exchange Index {PSEi). The Fund invests primarily in common stocks that comprise the PSEi and in cash and other money market instruments.

The Fund is suitable for investors with high risk tolerance and a long-term investment horizon. This i§ for aggressive investors who are willing fo take
risks for higher returns.

Top Equity Holdings Investment Mix Sector Allocation

1. 5M Investments Corporation, 10.37%
2.5M Prime Holdings Inc., 7.35%

3. Ayalaland Inc, 7.1%

4. )G Summit Holdings Inc., 6.7 1%
5.8DO Unibank Inc., 6.49%

6. Ayala Corporation, 5.89% 0 Cash and Other Liquid Assets 2.42X
7. Aboitiz Equity Ventures Inc, 5.54%

8. Bank of the Philippine Islands, 5.36%

9. PLDT, Inc, 4.99% + Minig 122 |
10. Universal Robina Corporation, 4.45%

O Hotding Firms / Conglomarates 39 43%
O Consurmer / Retail 8.34% |

< Banks/Financial Services 18.32%

o Equities 97.58% a Property 16.93% .
B Utility / Energy 6.26%

L Communications 5 .82%

2 Transport Services 2 63%

How has the Fund performed? Market Review
* PSEi was up 1.4% for the month to end at 7,311
despite foreign sélling of USD 131m.
6.89%
YTD Return * Market drivers: (1) Full-year 2016 earnings were up
I R 17%, ahead of expectations (2} February loans growth
up by 17%; and (3) OFW remittances were up by
8.6%.
0.25%
1-Year Return
0.36%
0.0;; o 5.00% 10.00%

o 8enchmark: 100% PSEi 1 Sun Life Prosperity Philippine Stock Index Fund

Invest wisely. Investing involves fisk and there Is no guarantee that the Funds will meet their stated objectives and/or that you will not lose money on your invesiment, Past perfarmance 15 not
indicative of and does not represent future returns. Share vatues and yietds fluctuate so your shares may be worth more or less than your original investment. Current Fund performance may be lower
or higher than the performance quoted 5o you may not get back the full amount of your originat investment. Please consider the Funds’ investment objectives, risks, chargés and expenges before
investing. You can find additional information, including important risk considerations, in the Sun Life Pretpecity Funds' prospectuses, which may be obtained from duly authorized Sun Life Prosperity
fund Distributors, or by calling 849-9888 or visiting www .sunlifefunds.com. Read the prospectuses carefully before investing. ‘




