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STA'I l,lMENT OI MANA(;EMUNT RESI'ONSIBILII'Y
FOR FINANCIAL STA'TEMEYI'S

The rnanagemcDr of Empire Insurance Compary, is responsible for the preparation and fair presenta(ion ofthe
financial statemcnts including thc scheduLes atached therein, for the years cndcd December 31,2016 and 2015, io
accordar€e s'ith thc pr€scribed financiai reporting framework indicated thcrein, and for such intemal contol as

management dctcrmines is ncccssary to enable thc preparation offinancial statements that are ftee iiom material
misstatement. whcther due to ftaud or enor.

ln prcparingthe financialstatements, management is responsible for assessing the Company's abilityto continue as

a going concem, disclosing, as applicable maners related to going conc€m and usinglhe going concem basis of
accounting unless management cith€r intends to liquidat€ the Company orio cea5e op€rations, orhas no realistic
altcrnative hut to do so

The Board ofDirectors reviews and approves the financial statements includinS th€ schedules attached th€rein, and
submi$ the same (o the stockbolders.

M.A. Mercado & Co.. the independent auditor appointed by the slockholders, has audited th€ financial stalemcnls of
thc Company in accordance with Philippine Standards on Auditing, and in ils report to the stockholders, has

€xprcsscd its opinion on the faimess ofpresentation upon complction ofsuch audit.

The Board ofDirectors is responsible for oversceing the Company's financial repo(ing process.

I (
AUGU EDICTO L. SANT MA. C. SANTOS ROMAN L. SANTOS

ofthe Board

Signcd this 17 . da) oiApril, 2017
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The Shareholders and the Board ofDirectors
Empire Insurance Compa[y
2d Floor [tudential Life Plan Bldg.
843 A. Amaiz Street. Makati City

Rcport otr the Audit ofthe Financial Statements

Opi,tio

We have audited the financial statements ofEmpire Insuratrce Company (the Company),
which comprise the statements of financial position as at December 31, 2016 and 2015, and
the related statements ofprofit or loss and other comprehensive income, statements of
changes in equity and statements ofcash flows for the years then ended, and notes to the
financial statements. including a summary ofsignificant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position ofEmpire Insurance Compatry, as at December 31, 2016 and 2015,
and its financial prlormance and its cash flows for the years then ended in accordance with
Philippine Financial Reponing Standards (PFRSs).

Management is responsible for the preparation and fair prese
ANCAJ Of T''ER,iAt REVEIJE
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Basis Iot Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (pSAs). Our
responsibifities under those standards are furthet des'cti&d in Auditor,s Respotsibilitiesfot
the Audit ofthe Financial Statements x.tion ofour report. We arc indepenient ofthe
Company in accordance with the Code ofEtlics for professional Accou;tants in the philippines
(code ofEthics) together with the ethicar requirements that are rerevant to our audits ofthe
financial slaremenls in rhe philippines. and we have fulfilled our other ethicai 

---'-
responslbrirtles in accordance with lhese requirements and the code ofEthics. we believethat the audir evidence we have obtained is iumclenr ana approp.Lie 

"-pr"rja" " 
i^i, f".our opinion.

Responsibilities of Manageme unl Those Charged ,,ith Govemance Iot the FinanciatSlatements

statements in accordance with pFRSs, and for such intemal
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is necessary to enable the preparation offinancial statements that are frce from material
misstatement, whether due to fmud oreffor.

Those charged with govemance are responsible for oveseeing the Company's financial
reporting process.

Audilors' Responsibililiesfot lhe Aud of fie Fiioncial Slatements

Our objectives are to obtain reasonable assumnce about whether the financial statements as a
whole are free tiom material misstatement. whether due to fmud or eror. and to issue an
auditors' report that includes our opinion. Reasonable assumnce is a high level ofassumnce,
but is not a guarantee that an audit conducted in accordance with PSAS will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material il. individually or in the aSgregate, they could reasonably be expected to
influence the economic decisions ofusers taken on the basis ofthese financial statements.

As pan ofan aldil in accordance with PSAS, we exercise professionaljudgmenl and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks ofmaterial misstatement ofthe financial statements,
whether due to fraud or error, design and perform audit prccedures responsive to those
risks, and obtain audit evidence that is sumcient and appropriate to provide a basis for
our opinion. The risk ofnot detecting a material misstatement resulting from fiaud is
higher than for one resulting from error, as fraud may involve collusion, forgery
intentional omissions, misrepresentations, or the overide of intemal control.

In preparing the financial statements, management is responsible for assessing the Company,s
ability to continue as a going concem, disclosing, as applicable, matters related to going
concem and using the going concem basis ofaccounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic altemative but to do so.

Evaluate the appropriateness ofaccounting policies us€d and the reasonableness of
accounting estimates and related discloswes made by management.

Conclude on the appropriateness ofmanagement's us€ ofthe going concem basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concem. If we conclude that a material uncertainty exists, we
are required to dmw aftention in our audito6' report to the related disclosures in the
financial statements or, ifsuch disclosures are inadequate, to modiry our opinion. Our

However, future events or conditions may cause the Com
goingconcem.

Ccrlli.d Publlc accounlont
.A ERCAIrO e Co.

Luli^ P66CA s. i^xlo

Obtain an underslanding ofintemal conhol rclevant to the audit in order to design audit
procedures that arc appropriate in the circumstances, but not for the purpose ofexpressing
an opinion on the effectiveness ofthe Company's intemalcontrol.

conclusions are based on the audit evidence obtained up

od. l'{A{ 02 ?01?
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. Evaluate the ovemll presentation, structure and content ofthe financial statements,
including the disclosures, and whether the financial starements represent the underlying
tEnsactions and events in a manner that achieves fair presentation.

We communicate with those charged with govemance .egarding, among other matters, the
planned scope and timing ofthe audit and significant audit findings, including any significant
deficiencies in intemal contol rhat we identiry during our audit.

Repofl on lhe Suppleme ory lnformalion Requhed Under Rerenue Regdalio,ts 19-2011
and l5-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemenlary iniormation required under Revenue
Regulations l9-2011 and l5-2010 in Note 32 to the financial statements is presented for
purposes of filing with the Bureau of lnternal Revenue and is not a required part ofthe basic
financial statements. Such supplementary information is the responsibility ofthe management
ofEmpire Insumnce Company and has tren subjected to the auditing procedures applied in
our audits ofthe basic financial statements. ln our opinion, the supplementary information is

fairly stated in all material resp€cts in relation to the basic financial statements taken ,!s a

whole.

M.A. t\Tf,RCADO & CO.

-Aprfl 17. 2017

MARCELINO A. MER.CADO
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@f, MPIRX INSURANCE COMPANY

STATEMENTS OF FINANCIAL POSITION

@I 0 20t7

ASSETS
Cwr.rt rg.t!

C6sb and cash cquivalenrs
Prlcfulls duc fmm c.ding companica
Rcinslllance r€cov€rablc on locles
Prcmiums r€c€ivabl.
Commission rcc€ivablc
Praiums rc!€rvc wirhh€ld by ccding compsnics
Sliva8c rrcovarabl€
R€ccivablca
Cunll|t tlx rs!.ts
Oth.rculft a$.ts

2,25,30 P

3,25,30.3!
3,25,30,3t
3,25,10,3t
3,25,30,31
3,25,30,3t
3,25,10,31

3,25,30,31
30

4,25,30

153)82,277
13515.025
?4359.?80
27068,7E9

7263,173
14,062,650

863,982

178512
1,922,1v

12,42714t

P t29,t9E,526
16,395472
44,346,321

35,257,742

11,831,620

12s3t,592
863,982

6,E79,561

t,%5,088
r4,501,280

105,044,793 273,87t,190

Held{o-maturity fi n6Icial asses
Availablc-for-salc fi nancial ars.ts
Property ard equipment

Other non-cun nl assets

Defenld tlx assel net

5,25,10
6,25,10
7,30,31

t6,30,31
8,30

23,30,31

t6t,929$31
228,773,728
23,232,117

2,$2542
4,4632r7

l7r,900,970
t7s,632,987

6,162,821

3,445,117

4,447,776
6,177,952

42l,2llJ0l 167,768,281

P 726,216p94 P 64t,639,413

LIABILITTES AND EQUITY

9,25,30
t0,25,30
| 1,25,30

12,25,30

13,25,30
14,25,30
23,30,31

t5,25,30

Ll.blttl.!
Curr.rt ltiblltt .

Cliims payable

Prlniuns due to rcin$rErs
Commfuion p6)€blc

R6.rv. for un€.rncd pr€miu'ns

Prcmiums r€s.rv. withh€ld for Einsur.rs
Payablcs

Dcforlc! tlx liability, ner

Olh€r liabililie!

92,s09,152
14959,668
30344369
80654521

257',7 220
l,4E?,955
55E?,112

t9522,132

51,009,940
54,376,801
29,849,845
60,008,988

2,571,220

3,019,312

P

13,908,147

261$42,149 220,150,459

ECuity
sharc cipital
R.hincd camings
Unrcdized sain on availabl€-foFsale

ffnancial ass.ts
Revslurtion res€rve on re3l e$are

6,25,30

7

17,30

1EJ5t232
14494899

(76t86)

t 7,25,30

]E
250,000,000
143,795,712

250,000,000
t23,191,366

45,065.520

(76,886)

2 l0l l4

P

Dalc ,or o, ,oi,l rr,,
RECETVED

See lcconponyins Notes to Firurciol Statenents-

0
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EMPIRX INSURANCE COMPANY

STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

YeaB End.d Dec.mb€r ll
20r6

Und.rw.itirg incoD. P t73517,7U

1109.20830E)

P t40,761,207

00r.473.806)

20,30,11

20_30l

Nct undcrwridry ltrcon.

Othcrincob.

Gain on sal€ of investnent

Gain on sal€ofproperty

Olhers

I r,344,167

t,049,987

325,202

264,339

20,30

2,21,30

30

30

30

64,309476 39,293,401

286.3?8
16,054.551 t2,983,695

Totrl urd.rwrlrlng ,d orh.r ircomc

Oth.r dir.ct cosls

Ccn.r.l.nd rdDiDistrrtiv..xp.rscs
22,30

22,30

u364,027

t6,319,67n

tt 766

52,277,096

15,51562t

25,698,959

OplntiDg pmlit b.for. fiDrrc. lmom! 2ZJs759l I 1,062,5 t6

For.isn exchanse sain (loss)

Dividend incom.

25,30,31

30

1575,240

620s295

(187,487)

7,036,937

7,780535 6,849,4J0

Prolit bcror. bonus

Boous

10,13E,126

(4Jas,66S)

17,91t,966

Q,686.795)30

PmIft bcfor. lmom. .rr

Pruviliotr lo. tb.r.nt fmm) lncom.trr

25,E52,46r

5,160019

t5,225.t71

(62,s54)]t,30
Nrt ,.oflt tor t[. y..r 20,691,642 t5,287,725

()ln.r cooptthc[liv. ircon.
lt.n to be reclass$ed to prdtr or loss

N€t gain (loss) on available-foF$le finecial assels

Tax efr€ct

lJoJ990
(16178)

(3,676,4t4)

r8,r40

6,25,t0

t2E7,712 (3,658,274)

Ite s not to be reclassfied to proit or loss

Revalualion r€selvc on rEal cstale

Tar eff€ct

1

t630,31

23,30J1

20,706999

(52194)

(6,195132)

(809,802)

242,941

l:1,457,873 (566,861)

Total $mpr.h.nsive iDcone for the year P 34,431,227 P ,062,590

E.mitr8sp.rstar.
Basic and diluted

24,30

P E.28 P 6.t2

A.rFlCE.{F

RECETVED
r€ulr^ PBTCA 8. i^xro
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^E8gt^r{ct 

oulora

l_ 
r^, ,,, zo{ *,t

24 0

2015

I1,670548

4,097$25



EMPIRE INSURANCE COMPANY

STATEMENTS OF CHANGES IN EQUITY

Y.rrEd.d De.mb.r3l,20l5

(Not 17) (No.. tE)

8in on AFS

(Not ! 6:sJ0)

Trc.rory R.m.rror.m.d
rtoc*! g.ir

(Not. r1 (Nor.. l6J0) oiot T)

Bal66 al Jmuary l,2016 P 250,0{0,000 P 123,r97J66 P 45,065520 P (76,886) P 2,103,014 P P 420,EE9,014

Brlanc6 al Jmu.ry l,2015, a adjEt d

Orhcr comDrchasiv€ inom€ (los)

250,000.000 123,!05,0?0

20,591,642

420,t96,118

20,69t542
17,?455E5

4s,065520 (76rE6) 2,103,014

J,247,712 (37,025) t4,494,a99

Tolal @BDrchmsivc in.ome fo. the yed 20,691,642. 3,247,712 (37,026) 14,494,899 JE,:ll7
Bolmas ar D*nbe! I I 2016 P250,000,000 P 143,795,712 P 4EJ53,232 P (76,885) P 2,065,988 p 14,494399 p 458,633,94s

Ycar Eded D.mb.. 3l, 20 15

Sh!l!

(Nol. 17) (Nor.18)

$ir on AIS

8P'"
(NoGi 1630),30) 1)

Balm6 Jsuary l,2015

Othd @nprchmive lo$

P 250,000,000 P 10E,509,641 P 44,721,194 P

15,287,725

- (3,658,271)

(76,E86) P 2,669,875 P 409,426,424

ts,247,725

(4,225,D5)(566,86r)
Tot3l @mprchatsive in@he for th. y@ 15,287,725 13,65E,271) (566,E6r) r 1,062,590

Balm6 et D@mb.r 3 1, 2015 P 250,000,000 P t23.797.36 P 45,055,520 P P 2,103,014 P 420.889,0t4

L€Llt{A 9ft6cr E. i^|a.ro

(

(
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trMPIRE INSURANCE COMPANY

,016 20t 5

CASf, N-oWS FROM OPERATING ACTIVITIE1S

Itid Fiod ldjut at
Ep..ci.!id' lrd.n6tzri@

U.otizd f@igr ada€. gdn

ForciE q.tos. (s!in) lN

l8
?,30,31

16,30,3r
25,30,31

2,21,10

30
25,30,11

1692,29n)
7,016).61

635,122
(rJ67,024)

( r r,5r0,5rE)
(6J05,29s)

(Err6)

P 25,E5t,'l6l P 1J,225,171

t,E35,075

?OE2EE

(lt,3a.{,t6?)
(7,036,9t?)

l8?,4E7
Op.tdirg inc06. (loar) bcfoE wo*ils capir.l clm$!

Ch!rg.! in rs.ts ed litbilili.s:
(lnc* ) D.6!.s. in:

Prlmi6 dE tsb cdbg conp.nks
Rli,l!'l!ieluEbl.olcs
Pr.diuns @iv.Dlc
CdMisio l@iv!bl.
Praniuns lBdtPi rcld by c.ding codFd6
Sdut t@rq.bL

Oli.ro,,Bl6.ls
OlhaM..ll!Ml.sas

hcr!.s. (DdE) itr:

PEitEd&toFilsllm
Corbnissid plytblc
Rclot for Ul)!m.d PIqniMs

ort r lirbilitilB

8,360,465 {425,083)

3,25,30,1t

3,25,10,3t
3,25J0Jr
t,25,30JI
3,25,30,31

t,25,30,11

3,25,30,31
4,25,30

E,30

925,30
10,25,10

lt,2J,l0
12,25,30

t1,25,10
1525.10

2,Et{,a47
(t{,0l!/sr)

t,ltt953
a168ta11

o,{3r,05E)

t35,949
3E.1v2925
(5,7tE,663)

(63E,036)

(r,51t,337)
ur,373

(4,8119,339)

5E3,323

Q,6Et259)

6,701,019

2,115,?9!
(ls,44l)

35,499212
(t9,al7,t3t)

194524
20,6455J3

o,5!tJ5r)
5.611,?85

(t6,228,741)
(4,2tE,496)

l,5al,l?5
8,4324t

9t,445
2_402.804

Ca! Fovidd by oFrli@
16,30,31

22t30

a2,55r,7!l)
(11$2t)

2.191.@9

16,123,216

Nd crsh Drovid.d bv oD.naim &dvni6 44.782.518 16.922,461

CASH TLOWS FROM IiWESTING ACIIV]TIES

Pur(t6. of !6n!bb-fd-sdc fodci.l .sr.ts
Pd...& fiDo s.l. of Mil.Uefo.'s.1. fneid l!.as
Pt!c..& t!6 dirc.l of hdd-lo-ruluity filrei.l .rsas
h!.ha. of FlDqly &d .quipG*al
hDc..de iom diioo$l of DrcDdn dd c{uiDoal

2t,30
30

625)0
625)0
5:5J0
730,3t
7l0lt

9112939
6,205,295

(49,8r,t,44!)
t7,592

! 1,9t0,093
(r32J{6)

2353J41

t0,644,976
7,036,911

1t9,9ot212)
47)30220
2a,552,150

\2,172,70t1

Na 6h (ued itr) Drcidcd by in!6tins acriviriG r20.606.98t) 70.887.940

24,r?5.535 87.8t0,407

Oa. MAY 02 20ll TS]S
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I'MPIRE INSURANCII COMPANY

STATEMI]NTS OF CASH FLOWS

1016 2015

NET CASH PROVIDED BY
OPERATING ACTIVlIIf,S

NT]T CASII (USf,D IN) PROVTDED BY IN!CSTING ACTryITIES (206116rE3) 70,EE7,940

EFFECT OT EXCHANGTJ RATE CHANGESON
CASU AND CASH EQUIVALENTS 75 8ltn n8?4871

Nf,T INCRf,ASE IN CASTI
AND CASII EQUIVALINTS

CASH AND CASH EOUIVALf,NTS.JANUARY T

2,25,10 24,183,751 a7,622,920

129.r98.426 41.575.606

cAsll AND CASIT EQtjMt,!iNTS, DECEIIDUR 3t 2,25,30 P r$347?11 ! pJ98,r26

*.l;cmporyi,E Ntus to Fitun.ial std.ke^k

EUREAT, of FITER rat R€VEHJ€
IARO€ ID@^YER6 SE'N4C€

lrnoa laxP^YER6 l,s6r6tr.cE ovrslo|l

t r,tAY 02 20ll TSIS

RECETVED
l*Lllta Pf,isCA S. ilr.ro

Yc.n f,ld.d DdlD.r 3l

14.1E2514 P t6.922.461
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EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

I. CORPORATE INFORMA'I'ION

Empire Insuranc€ Conpany (thc Comp6ny) was incorporaled on Dc.€mber E, 1949 to engag€ in the
busines! and operation of all kinds of insuranc€, reinsurance, insurarce on buildings, flnomobiles, cd
and other motor vehicl€s, goods a.d merchandis€, goods in rransir, goods in storage, Iir€ iruurane,
€arthquake insurance, insurance agsiNl accid€nts, all orh€r forms of underrsking !o indemnify any
pcrson agajnst loss, damag€ or l;abiliry arising from unknown or conrinSenr evinb, exc€pt life

On May 26, 1999, th€ Securitiee and Exch&rge Commis5ion apEoved th€ Comp6ny's application of
extension ofamended Anicl€s of tncorpomtion !o ext€nd its life for another Fifty (50) yes8.

Th€ rcgistcred offce address of the Company is 2d Floor Prud.ntist Lif€ Ptan Btd&, 843 A. Amaiz
Strc.r, Makati City.

The fuuncial statements of lhe Company w€re authodzcd for issuc on AFil I 7, 2017.

2. CASH ANDCASH f,,QUIVALENTS

This ac.ount consish of:

2016 20t5

Shod-iem fi@cial asseh
P 6E,t05,121

8:1.401,476
8?5.6?n

P 12,224.584
54,046.E04
2.927-138

P t$)42,211 P t29,198,526

Cash in bank €3rn interEr at floatinS rot..s bas€d on daily bark deposit ratcs. Short-rcm financial
ass€ts have varyin8 p€riods betwecn one day and th.e€ months deFnding on the immcdiatc cash

requiremenls of th€ Company, and errn interest at the respective shon-tcrm deposit rat6. Inler€st
income for the Deemb€r 11, 2016 and 2015 amou.ted to P2,19?,610 and P699,191, respcclively. fS..

3. REINSUR{NCf,

The Company utilizes rciflsurahce agr€.ments to minimizc its exposurE to Isrg€ loss6 in all aspccts of
ils insunnc. busines!. Rcinsumnc. permil! r€cov€ry of a portion of locses from rcinsur€rs, .llhough. it
do€s not discharSe the primary liability ofthe Company a! dir€d insurer oflhe risk rcinsurtd.

Prc i,,$ Due F.on Ceding Conpanies
This account r€pr.s€nts balarccs due to th€ Company as a r€$rlt of trEAty and faculutivc acclpunccs
Iiom c€din8 comp6rie!. The Company's premiums due fiom c€ding companica anounts toP13,515,025
and P 16,195,472 for lhe years 2016 ond 2015, r.sp.ctively.

Reinsuorce Reco|erable on Losses

This account repr€s€nts the amount recovenblc from r€insurcrs undc. tEaty and facultaliv€ agrc.mcnts
as lhet share in paid rnd unpaid losses and loss adjuslrncnt oqenses n4 of sslvlgc r!.ov.fi!s. Th€
Cornpany's r€insursnc. r.covemble on loss6 mounts to P74J59,7t0 snd P44,346,327 for thc yern
2016 and 2015, r€sp€ctively.

Prc iuns ReceNable
Ttis repEscnts uncollcct€d pr€miums on direct business irEluding
bmkcrs including laxes and other chrges, Fovided th€s. arc prop€rl

ST'REAU Of rfiERiAI RE\€T'U€
by

cwl6ro.r
P27.068

B.
fEE-g ana-pri,zs

L 
H^Y 02

7,742 for

20tl rsrs

D

liabilitiG are s.t up. Th€ Company's prcmiums re.aivablc amounrs
the ye$s 20t 6 5nd 2015, rcspcctively.

rlC'u|g. Fi,6cl6. RAr{rO
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Prcniuns Resenr'e Withheld By Ceding Conpasies
Thh account p€rtains to a cenain percenlage ofthe total reinsurarc€ premiums due within one year from
dal€ ofretention being held by ceding cnmpanies. Tle Company's premium 6erve wirileld by cedinS
companies amounb to P 14,062,650 and P I 2,63 I,592 for the )ears 2016 and 2015, nsp€ctively.

Cohhitsioh R..eivhle
This account represents uncollect€d commissions on tresty and facultative agr€€ments. The Company's
commissions recEivable amounts io P7,263,173 and PI1,831,620 for the y€ars 2016 and 2015,

This account represents lhe eslimal€d r€ooveries the Company m6y have from losses on policies issued.
TheCompany's salvage recovemble amount to P863,982 for the years 2016 and 2015.

This represents r€c€ivable irom non-insuran@ traNctions. The Company's reeivables mounts to
P 17E,542 and P6,879,561 for the years 20 t 6 and 20 I 5, respecdvely.

20t6 2015

Prcpaid investnent experues
DocMmtzry sirmps lrx receivable
Accrued investnent incone

tirE ervice tar r€clivable

P 6133,454
2,563,654
2,187,313
I,156,055

43,152

P 7,280.416
3,226,022
2,604,503
I,t76,145

2l 194

5. HELD.TO-MATURTTY FINANCIALASSf,TS

Thh account consists of:

2t)16 20r 5

P 92,042,651
42,?E4,000
27,103,000

P 102,013,9?0

42,784,000
27,101,000

P 16192965? P 171.900.970

Held-to-matur;ty financial assels ofthe Compary carry effective interest rat6 as follows:

2016 20lJ

8.98-9.10

6.38-8.13

s.69
4.8J-8.12

9

4. OTHERCURRENT ASSf,TS

This accou consisb ot
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Th€ movement in held-to-maturity financialasseb is summariz€d as follows:

2016 2015

Mrrurities
UorE3lized forEim exchrrpe

P l?1,900870

0r,930,093)
1,958,7E0

P 200,453,720

128,552,750)

6. AVAILABLf,.TOR-SALE t'INANCIAL ASSETS

At each reporting dal€, lh€ Company performs evsluations of the impairment of held-to-matuJity
financial ass€ts. The Managemenl determines whether it intends to sell or if ;1 is morc likely lhan not tha!
it will be r€quir€d to sell impair€d financial assets. The Managemenl considers cunent and forccasted
liquidily requirement, regulatory and capjtal r€quirements and securities ponfolio management. For all
impair€d HTM financial assets for which th€r€ was no ;ntenl or exp€cted requiremenl to sell, tie
evaluadon considers all available evid€nc€ 1o assess whether it is lik€ly the anortiz.d cost valu€ will b€

PI P 17

Available-foFsale investments which consist oflkted/unlisted equny shares are measwe,l lail norket
ralue znd at cost tespectiyely arc as follows:

a) Availabl€-foFsal€-investmenb which clnsist of listed equily shar€s which are m€asur€d at fair
market value are as follows:

Ayrh Cooontion- Prcf.n d B

NdioMl RciBllllM Co,!o,!lpn

Phnippi* ljng Drtu ind

TdaoDraanion Conrp.ly

Brr* ofLh. Phnippim hlards

Sd M,g*l ,\Ghod! ftEfiftd

NEL.rl6sm. Pdl Ift
Phlrppin. MehiEry MEe!ft nr

P t7.2t:/)

(17,629)

(2,llt,t?4)

24

(10,556)
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I',v6unmr Urealized Ocf.rftd

d Cd Eli 060 '86

Ayah CooErion Pr.f6.d B

Nariond R.iislme Co4omrioi

P.pq lrd6ti, CqDonrioD

PbtuppiE Ldu Dld,re ad
Toldilmnidim CMP$Y

B&r 01lll. Phnilpne bhndr

PDCP

Nlckr lrs[re Pool lx
hnippii. Mehrisy Mela.md

t6,t65977)
(3,320) 03)

19,332,t42

(333)

6,373

Q1)

(50)

b) Available-for-sale-investments which consist of p.opnetary shares measured al cosl.

2016 2015

\Yack-wack GolfClub
Sta. Elena CIub
Makati Sports Club

P 15,000,000
It750,000

35.000

P 15,000,000
t,750,000

35,000

P1 PI 18

The movement in lhh account is summa zed as follows:

2016 2015

Disposition

P t75,612,987
49$74,443

(l?,692)
3,303890

P 206,735,379
19.904.242

(41 ,330.220)
(3,676,414)

P zNNn P n5,6n9n

In evaluating impairm€nt of available-for-sale financial as$ts th€y consider a numb€r of factoB
includinS, but nor limiren to, the length oftim€ and extenr to which rle fab value has b€€n lexs than cos!
the financial crnditioD and .ear lerm prosp€cls oflhe hsuer, and manag€ment's ability and intent to hold
the securilies until fair value recovels. Based on the results of lhe evaluation, as of December 31, 2016
and 20t5 unrealized losses on someAFS are temporary.
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7. PROPERTY AND EQUTPMENT

This ac{ount consists of property cini€d at .evalued amounr and equipments caFi€d al cost which are as

follows:

2016 2015

P 2,525,118 P 6,162,821

Movements;n the property and equipmcnt carried at cosl in 2016 follo\,r:

,,0reiN ,,r!!ior !rl,01l ,,!910L

Movemenb in the property and equipm€nt canied at cosr in 2015 follow

r6j!3r9 P r,r30,O. P

r1rj59 P ar0J62 P a,00rt!5 r

Movements i. th€ prop€rty carried at revalu€d amount in 2016 follow:

2016

Cosl

Accumulated depre.iation
P 146m,700

(r4,600,700)
P

P 20.706J99

The condominium unit of lhe Company was appmis€d on Septemb€r 24, 2015 by an ind€pendent firm of
appraisers, AsiaD Appraisal Company, Inc. On August 17,2016, the Insumnce Commission approled
rhe request of th€ Company to value its r€al €slate property at lair market lalue baled on the apprai$l
rcport ud recognized by the Company as at Decemb€r 31,2016.

The value of the condominium unit was ariv€d using lhe M k€l Daia Approach. In this approach, the
value of ile crndominium unit was based on sales and listings of comparable prop€rty re8istered wilhin
th€ vicinity. The technique ofthh approach rcquires ihe adjushents ofcompomble property by r€ducing

t2



EMPIRE INSURANCE COMPAI{Y
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rcaso.able comparative sales and Iistings to a common dcnominator. 'l his was done by establishing the
differences between the subjecl propedy and those aclual sales and lisrings reSard€d as comparable. The
p.operti€s used as bas€s ofcomparison are situated wilhin the imm€diale vicinity ofthe subject proper.y.
Comparison was premisen ofl the factors of time, unit aEa/size, unit location, unit improvements,
building location, building festures/amenities, barga;ning allowance and others.

Significant incr€ase (decrease) in estimated price per square meler would result in a significirtly high€r
(lowe, fair valu€ of the coodomirium unit.

The Company delermined that the condominium unit is valued in terms of their highest and best use
which is categorized undq Level 3 ofthe fai. value hierarchy and ;t does nol diller ftom irs cunent use.
Th€ Company has detemined that the hghest and b€sl us€ of the prop€rt) us€d for oilic€ space is ih

There was no traDsfer b€1we€n levels offairvalue measuremenl in 2016.

'Ihe followingaft believed to provide reasonable bas€s for comparison

Cdcho Gonales Builditrs

Undisclos.d lo@lion ot 5/F Con@rde
?/F Zlta Buildin& Saledo Crcho GoEd6 Buildiry, 4/f Con@d. Condominiuq Cotrdoniniutr\ Boavide

SirEi, Legaspi Villa8e, Agui@ Srceq L.grspi Brirvidez com.i Sslccdo corna Satc.do Sdeh,
Bmeay Sm Lor.na, Vill.gE, 8@gay Sd Sr€is, Lcg!6pi Vitlag.. L.g6pi Villa3c, B@ngay

Malali CiIy, Melrcpolitan Loroh, Maklti City, B@&y SM LoFM, Malati Sa! Lor@, M.k8li Cily,
M&ih Mcdopolilan Mdila City, Mdopolir& Manila Maropolnrn Mlnih

l0l squrcm&r(sqm) l7osqn 438sqo 565sqn
P?,000,000 PI,000,000 P1r,710,0@ n2,c75,0$

Builditrg

Buildltrg

P 69,10,7

5 00%

-rs.00%

P 40,57t

14.00%

r000%
10.00%

5.Wa

-10.w"

-10.00%

5.Wb

10.00%

-10.00%

5.00%

t0.uv/o

,10.00p/0

P \21,123)

,15.00%

P (22,647) P 2,022

5 00%

P 2,079

P 97,0t0 P 87,153 P 18,412 P 1E,546

^"rrrq.r.pll"" 
rr, "q," 

(*rdrd A P 4N

After analysis of the market data and crns;d€ring the adjustment factors, lhe market valu€ of th€
condominium unitappraised is esdmat€n !o be P20,706,99.

Th€ difference betwe€n lhe fan mark€t valu€ oftie condominium and its n€l book value as of D€cember

31,2016 was credir€d 1o Revaluation ReseNe on RealEstat€.

-1000%
-t0 007.
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The Company ass€ssed that there is no material change in lalue of the propeny aod e{uipment fmm
September 24,2015 to Deember 31,2016.

Ifthe condominium unit was cani€d at cosl less accumulated depr€ciation, the n€r book value ofthe
mndominium would be NlL.

20\6 2015

Defered chaEes-MCIT

D€posih

P 2,225,826
1r35,080

l6{,046
271,763
332,s76

P t,260,302
t,249.280

959,181

61t.170
289.94t

9, CLAIMS PAYABLES

31 t1

This account comprises ofthe lotal smount oflosses aod clsims due ard payable to policyholdeB and
olher claimants. Also included in this accounl are losses and claims due and payable !o reinsureB under
tr€aty and facultative agrEemenb.

The Computy's claims payable amounts to P92,509,152 and P57,009,940 for the yeffs 2016 and 2015,

dd uid.d R.iieErJ sheclriropry{bl. d R.iniuftE'!h.E

P rr.6r6rs P ,,00e,94 P 2e,214916 P 21,tsr,ed

rO. PRf,MIUM DUE TO RETNSURDRS

This represents all the rcinsumnce premium payable by ihe Compmy to all ih t €ty and facultaaive

The CompaDy's premiums due to reinsurers amounis to P34,959,668 ard P54,376,807 for the yerls 2016
a.d 2015, rBpectiv€ly.

The total cosl of tully depreciated property and equipme which er€ srill in use in rhe op€mrions
amounted to P7,103,433 and P7,071,835 as ofDecember 31, 2016 and 2015, respe.tively.

8. OTHER NONCURRENT ASSETS

This account consists of:
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TI. COMMISSION PAYABLE

Commission payable penains to nnount payabl€ to aeetus, brokers and general agenii for business
und€n ritten by them or 10 ceding compani€s upon busin€ss ac.€pied from them.

The Company's commission payable amounls to P30,144,369 and P29,849,845 for the years 2016 and
2015, respectively.

12. RESERYf, FOR UNf,ARNED PREMIUM

The Company adopts the 246 method of recognizing pr€miums revenlre and accounting for the portion
of premiums wr;tten relating to the unexpired p€riods ofthe policies and un€arned pr€miums.

A compadson of reserve for uneanrd premiums compuied using this method dd th€ slatutory mte
follousl

2016 2015

Reserye using 24th n€thod

8ej€'ve usi,s lt4u@ry lare 40%
P 80,654,521

73,97\296
P 60,008,988

56435,869
P 6,17t,225 r, 3,573.119

13. PREMIUM RESERYf, WITHHELD TOR REINSUREITS

14. PAYABLES

lncluded in this arnounl is lhe ponion of th€ reinsuBnce premiums ceded to inslrers, which was
withheld by the Compary in accordance wilh lr€aiy aareme.l and / or laws, rules and r€gulations.

The Company's premiums reseNe withheld for reinsurers amounts to P2,577,220 for both yea$ 2016
and 2015

Obligations ofrhe Company adsing hom non-insurance and non-r€insurance t affactions are lodged in

The Company's payables amouflls to P1,487,955 and P3,019,312 for rhe y€ars 2016 and 2015,
resp€c$vely.
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I5. OTHER LIABILITIES

This accounl consists ol

2016 2015

Taxes payalle p 6,315,432 P 2,383,989
Bonus payable 4"285,665 2,686,195
Credits to client 4,132,767 4,156,58?
Docum€nrary stamps la,( palable 2,199A5A \568,133
S€rvics f€cs peyable r,038346 4A39
Deposits 990,168 1.500,578
Unerned bond discomr 320,479 344,978
SSS, Pag-ibig and Phif!€alth payables 206292 228;124
Dividcnd,s pa)tble 25,169 25,169
OtEn 8356 8,356

Pt95r2,r3' P H,908ff

!6. RETIREMENT Bf,Nf,FTT OBLIGATION

Th€ Company has a retirement plan cnv€ring dl i1s qualifi€d employes. The plan is non-contributory
and the r€tirement cost is determ;ned by applying the Ac.ru€d Benefil Actuarial Cost Meihod taking into
account rhe faclors of investnenr, morrality, djsabilit and salary projeclion mte. The fund is
administered by a duly appoinled tund trust€€-

The above mentioned retiremenls plan falls under lhe d€fined b€nefit plan thal defines an anount of
pension benefit that an employee ll rec€ive on retirement, usually d€p€ndent on on€ or more factors
such as a8e, years of s€Nice and compensation.

Movement in the prcs€nt value ofdefined b€nefit obliSation is summadzed as follows:

20t6 2015

Presenl value ofobligalioq January I

B.tEfit! p.id

P r 1,568,769
703,703
s86s37

(4r50,998)

P 13,590,177

883.419
616,9%

(1212,695)

The mov€meflt in p€nsion assets is summsrized ss follows:

P

2016 2015

Fan value ofpension osslts, January I
Expeded retun on pension assers

Conhibutions
B.rEfils paid

P 15,5E5,706

684,076
74,821

(426099E)
{199268)

P 19,377,939
829,530

\2,212,695)
(2.409.068)
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Asset recoSnized in rhe stalements of financ;al posirion is as followsl

2016 2015

Pr€sent value of obligation P 8,373,652 P |,s68.769

obl
1l

478,10.)

l5 58 706

571.160
s)

Reftement benefii obligation (asset, P (2,832,582) P (3,445,7771

Exp€nses recognized in the slatemenls of profit or loss

2016 20t5
P ?03,703 P 8E3,4t9

t7 llr

Expenses recognizd in the stalemenls of othe. comprehensive income are as follow:

2016 2015

Actudial 83in (los) on oblisarion
Remeasuremeni Caj (loss)- plan asset

Rem6mment ganv(loss) - choBes in the

? (224359)
399,268

? 0,309,126)
2,409,06E

'Ihe cumulative amount of acluarial gains and (losse, charged lo remeasurement gains ar€ as follow

2016

140

2015

Remeasuiement gain, begimine

Mov€ment in nel assel is summarized below:

P 3,004,305 P 3,814,t0?

+The molnts shown in the statements ofcheS6 in equity u€re net of income tax etr€cl on actuarial
loss. Total ac.umulated actuarial losses on €mployees' b€nefit obligaiion amounled to P2,065,98E and
P2,103,014 in 2016 and 2015, respectively.

2015

Beginning net ass€l

Expense r€cogniz!4 profit or loss

P (3,445,771)

635,t22
s2,894

(74,82r)

P (4,963,867)

708,288

809,802

P (2,832,5E2) P Q,445,777)

2016 2015

Discoult rate 5.35%
6.00%

5_07%
6_00%

Tle expected relurn on pension assets was delermined by considering the exp€cled retums available on
th€ assets underlying the curent investment policy. Expected yi.lds on fix€d intercst inveuhenh an

(4,016,937)

2016

The principal assumptiors used in determininS pensions for the Company ar€ as follow:
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2016 2015

Expecled relum on plan alsets P 684,076
(399,26E)

? 829,530
(2,409,06E)

Aclual retun o. p66ion 6sets P 284,{t08 P (1,579,538)

Th€ reairiviry offte defin€d benefit obligation lo changes in fie weishted principl assumptions is

Impact otr d€fin€d benefit oblig.tioD

2016 20t5

Each s€nsitivity analysis on the signiiicant actuarial as$mptions was pr€parcd by remeasuring the
defined benefir obliSation at the findncial position date aller first adjusting one of the current
assumptions according to the applicable s€nsitivily increment or d€crement (based on changes in tbe
relevant assumption that werc r€asonably possible at the valuation date) while all the oiher assumptions
r€mained unchanged. The corresponding change in the defined benefit obligation *as expres!.d as a

percenlage change from lhe base defined benefit obl;gation.

Salory grcvlh rale

4.t00/o
(2.60vn',)

3.9ff/"

\3-20vo)

(1.400/0)

2-800/o

It should also b€ noted that ihe changes &ssumed !o be re3sonatly possible at th€ valuation date ar€ open

to subjectivity, and do noi consider more complex scenarios in which changes othq than thos€ assumed

may be de€m€d !o b€ more reasonable.

Reliremenllrust fund for December 31,2016 h comprised of the follosin8:

2016

Cssh aDd cash equivalcnts

Unit Inv6tm€rt Trusl Funds

Olh€r (Mark€t Gainvhss' Accruod Rceivables, ctc.)

24,537

I l9,lE0
4,264,783

7424,228

o48i9l)

t.ztyo
r.02vr

36.9./,
63,v%
-1.27r/.

P

100% P [,684,337

Retirement t.ust fund for D€.ember 3 I . 201 5 is compised of ti€ following:

2015

Cash and c&sh equival.nts

Equity instrumenls

Ilnil Inv*tment Ttu( Fmds

Olher (Ma*et Cainvl-osses, Accrued Receivabl$" etc.)

15.1',1%

0370/.
29.61vo

28.38%
:3,53%

7,030,712

57,667

1,621279

4,421224
(550,175)

I00YC P 106

based on gross rcdemplion yiclds as of the financial position dale. Exp€cted retums on equiry
investmenls refleca lonS-term real mtes ofretum experienced in th€ r€spertive markets.

Assumptions regarding future morlaliry and disability experienc. are based on published slatistic

Senerally us€d for local actuarial valuation purposes.

Actual r€lurn on plan assets:

(J.s0%)

t.00%
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The reliremenl trDst fund a5sets arc valued by lhe fund manager at fair value using the mark-to-markct
valuation. Wh;le no si8nificanl chanaes in asser allocarion ar€ expected in rhe n€xt financialyear, the
plan trustee can make chanSes any lime.

The Company has no specific matching stralegy beaween the r€rircment fund asrers and th€ defined
b€flefit liabilities under the plan.

The weighred average dumtion ofrhe defined benefi. obligation is as follow:

2016 3.8 years

TheCompany's expected future b€neflii payments are as follow:

2017
2018
2019
2020
z02t

202t-202s

3,675,048
483,742

8,942
t,267,849

764,897

4\,4t2

The distribulion ofeligible members as ofDec€mber 31,2016 is as follows:

Combined
Numb€r of lives cover€d

Average age in y€ars

Av€raq€ years ofDast service

14.00

47.50

8.20

25.00
37.90

9.90

39.00
41.30

9.30

U u.tull or Signilicart Risks ta ehich the Rettene t Plot Flpases the Conpony
There are no unusual or siSnific.nl risks to which th€ plon €xposes th€ Company. However, in th€ evcrt
a benefit claim arises und€r th€ retirement plsn and th€ tund is nol sufiicient to pay lhe b€n€fit lhe
unfund€d ponion oftn€ chim shall imnediately b€ doe and palable from the Company to the ftnd.

PIM lwndhed\ Curtailnent, or SeuleDrents

There was no plan amendment, cunailm€nt, or settl€m€nt recognized for the financial year ended

Decemb6 3 I. 2016.

17. SHARE CAPITAL

Tht a@ounl consists oI:

2016 2015

P 250,000,000 P 250,000,000

Th€ Company has one hundred tw€nly lhrce (123) shareholders each owninS 100 or mor€ shares ofthe
compan) s sharc capital as ar fin cial position dale.

Pd ! alre - P 100 per share 2500,000 shrres 2,500,000 shres



EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

I8. RETAINED EARNINCS

The Company's tulure earnings ar€ restricted lrom the paymenr of dividends to the extenl ofP76,886
representing treasury shares for 20 ! 6 and 201 5.

2016 20r5

At I January

Prior period adjustnent

123,797)66

1692,296)

P 108,509,641P

Net profit for the year

rr,105,070
20$91,642

108,509,64t

15,287,725

P

At Decembe! 3 l P 143.796,712 P 123,797.366

Pr;or p€riod adjustn€nt consists ofadjustme s to p.eviously rccorded a@ounts receivabl€. As a resul!
the Conpany's retained eamings and accounls receivable decrea.sed by P692,296.

19. Rf,LATf,D PARTY TRANSACT0NS

Pati€s ar€ considered to be related if one of th€ parlies has the ability, directly or indirectly, to control
the other party or exercise significanl influence over the other perty in makins financial and operaling
decisions. PBdes are also considered ro be rclated if they are subjected to common conirol or commo,)
significanl influ€nc€. Relared par'ties may b€ individuals or coDomte entities.

Details of key management comp€nsation and directors' remunemtion follow:

T@sclioN for 0E re6 .nd.d

Nantre.lTBnsr oi Tems dnd Condnion. 2016 20t5

P 3,749,193 t

1.251.533 1,106,655

P 1000931 P 4,664,601

As of December 31, 2016 and 2015, lh€re w€re no sal€ and purchase of insurance and iDv6tnent
contracts! r€ceivabl€s! payables and loans to key matagemenl personnel.

tu of D€.€mb€r 31, 2016 and 2015. th€re werc no servic€! r€ndered and non-interest / int€rest b€aring
advanc€s to / ftom asso.iates and olher relat€d paties.

20
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20. UNDERWRITING TNCOME AND EXPENSES

This account corsists ot
2016 2015

UNDf,RWRITING INCOME

Add PreDim dsumd
P I85,991,676

29,6s8,198

P 14t,733,715

30,598.883
'1,15,649,414

29,691J89
112,132,598

10,224,421

Ls: PEmim @0e for rhe ws
185952,085

80654,520
142,t08,1?l

60.008.988

t0539?,565

60,008,988

82,09,183

5t,565,747

165,306,553

8;211,231

r33,664,930

7,102,211

? t73St1:7U P t40.161,207

2016 2015

TJIIDERWIITTTNG EXPENSES
Agents'@ndi$ion dexpenses

Claims, lo$es paid md ldjushEnr expcnso
P47,151,561

3s.r0s,34d
26.951,403

P38,38?,5t4
38,004,885

25,08t,367
'19!!L!!!&!ritiis exp.nscs P 109,208J08 P 101,471,806

\I]'I (J\DER\\RITI\C I\( OIIE P 6JJ09,476 P 19,293,401

2T. INVESTMENT INCOME

This account consists of:

2016 2015

Incom. hom investmems in secuiiies
ln@ne from savings ed tinc deposit!

P 9,16?,852

2,19?,609
105,08?

P 10,644,9?6

599,r91

P 11,670,548 P 11,344,167

22. OTHERDIRECT COSTS AND GENERAL AND ADMINISTRATIVE EXPENSES

Other direct costs consisl of:

20t6 2015

Oflic.s' and employees bercfits

Printin& shrionery ud supplies
Comuniclrion od postaSc

P 9;71,503
2,954,104

947,009
881,926

lrl6,E85
115,111

P9,900,076
r,697,031
1,213,198
1,056,631

?35,E50
t4?,510
305

P 16,3tr,670 P 15,5

Gross pEmium on n t Etaincd
Addr Premiunrs rsloGcd tom r€sfle
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General administratile expenses consisr oI:

2016 2015

Deprcciation and arnonidion (Nore 7)

Transponation and tmvel
Offcers' and employees benefrrs

Ught and tnater
Association and pool dues
Conflnlnicaliof, dd postage
Reprcs€nlation dd entertainmnt
PriItinA, station€ry and supplies
Directols' fe€s and allowances
Bad debc will.n-otr

Repairs and maintenance

Bank and service char8e
Donations and contribulions
Mi5celaneous ep€nses

P9276,166
7,589,525
4,017 2r5
2,016,261
t,a2\927
| 517,284
r268,0r6
1,048,E01

954,939
762,184
715,7t6
600,256
52t,523
511,500
112,621
262,496
r44,621
130,21s
105355
9632s
92394
46443
10500

7,763243

P 5,195,516

4,242,889

r,835,075

t,056,632
n4,68
87,298

1,000,643

928,808
667,585

547,510

787,718

315,365
478,500

536

225,t95
120,518

43,322

81,5r9
130,854

t65,818
$,m
5936

6,099,q2
P 41,6E6,766 P25,698,959

As at Decrmber 31,2016 and 2015, mlscellaneous expenses pertain to expens€s incun€d that arc related
to the op€mtions ofthe Company's agents and rcimbursem€nls.

2J}. PROVISION FOR(BENf,FIT FROM) INCOME TAX

This account consish ot

2016 2015

Corpomte income lax P (1,205,530)
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The reconciliation between the corporule income tax and incometax after applying rhe statulory rl!\ rate
on income lax follows:

20t6 2015

Trx €xempt imome
Income subject 1o lower tax rat€s
lncom€ nol subject to ta\
Tenpomry differences
Defened charges
Non dcductibl€ exDenses

(2,810,3s6)

0,920,096)
0,861,589)

1472,572J
(698,62s)

7,500

? ?,755,?38 P 4,567,551

P P

Und6 R€public Act No- 9137 Income rax amendn€nts, tle corpomte ;ncome tax rate applicable nom
January I to Ocr,ober 31,2005 of 32% in 2005 was increas€d ro 15% efferrive Novemb€r l,2005,
decreasing io 30% effective on January l, 2009. BeoBuse of the change in the oorporate inoome tax
rate, the allowable deduciion for interesr exr,€nse in Section 34(B)(l) is r€ducrd by a2% (ftom 38%) of
interest income subj€ci io final tax and 33% (from 42%) upon the efectivily of the 30% corpomte Lx
rate on January 1,2009.

Th€ Company's deferred tax ass€1 (liabilily) consists of:

2016 2015

Def.rr.d trx rss.t!:
N€t operating loss carry over (NOLCO)

D.f.rred t.x lhbillt:
R€vsluation rcserve on rcal estale

Net uffedi?id gain on AFS

Uffealized foreign exchange gain

Remeasur€m€d Bin

(6212,t99)
(242,982\

09r,755)
(885.423)

P 2,145,121 P 7,523,318

1226,704)

\2t7,371)
i901.291)

P (5587.132) P 6.t7 7.952

Ul@lized Ur€rlizcd cin
NOI-CO {ai. or l6s on orloson

AlS FOREX 8M

cohDr.hcrsilc inom

28284
Q44,844) P (34,257) P (\,t44,232)

- (l8l,ll4)
4.4?9,310

(r54,830)

18,140 242,941

@mpr.h.nsiv. incorc

7,521,118

(5,1r8,191)
{2r7,r71)
(174,384)

(226,704) (901,291) 6,n1,952

6,552,57'

(r6,2?8) 15.858 (6.212.099) (6212,509)

2. 45_r2r P 12,t2.982t P 691.755r P {885.42I P
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(3,191,493)

1209,157)
(2,426,011)

t,r:

The movements in th€ deferred incom. td account are summar;zed as follow:

- 261,08t
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NOLCO NOI,CO

2016 2015

20t2
2013

zAt4
20)5

20t5
20t6
20t1

2018

1924,154 P

179273q.
3,131,992

d,018,411

1,924,t54 P

11,927,303

),111,992

4,018,433

P 1,t77,246 P

5t78,191

9J9597
t,205!510

|,171,246

5,3?8,r91

939,597

r,205,5t0
29,001,882

(21

8,700554
(6,s5s,4i17)

29,001,862

(].924.154)
8,700,564

o.171.246)
R€miniry NOLCO/

P 7.1s0,425 P 2,t45,121 P 25,01',1.72E P 1,5233tA

24. EARI{INGS PERSHARE AND BOOKYALUE PERSHARE

The computalion ofbasiddiluled earnings per share is computed as follows:

20r6 2015

Nel profit
Divided by ouslandins shares

P20,691,654
2500,000

P t5,281,125
2,r00,000

P 8.28 6.t2

Ther€ were.o potential dilutive shares in 2016 and 2015.

The compuLation ofbook value per share is computed as follows:

20I6 2015

Equily
DiviM bY oustsdins shar.s

f 458,6.13,94s
2.500.000

P 420,889,0r4
2.500.000

P 183.45 P 168.36

25. TINANCIAL RISK IlIANAGEMENT AND OBJf,CTIVES

Experienc€ shows that the larger the portfolio of similar insurance contmcB, the smaller lhe relative
variability about ihe exp€.ted outcome will b€. In addition, a mor€ diveisifien portfolio is lels lik€ly to
be affected by . charge in any subsel of the porfolio. The Company has develop€d irs insuranc€

The Company issu€s contracts that llansfer insuranc€ risk. This s€ction summarizes th$e ftks end the

way ihe Company manages them.

The risk under any one insuranc€ contract is the possibility lhat ihe insured event occurs 8nd the
unce(ainty ofthe amount ofthe resulting claim. Byth€very nature ofan insumnce contra.t, thh risk is

random and thercfore unpredictable.

For a portfol;o of insumnce conlracts whe.e $e lheory of probab;lity is appli€d to pricing and
provisioning, rhe principal risk that $e Company faces under ib insumnc€ con.rasls is th.t lhe eotual

claims and ben€fit payments exceed th€ carrying amount of the insuranc€ liabilities. This oould occur
b€caus€ ihe ftequeacy or s.verity of claims ond b€nefits are grcat!. the estiDated. Insurance e!€nts are

mndom and the actual number and amounl ofclaims and benefts will vary from year to ye6r from the

l€v€l established usinS statistical techniques.
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undeMiting strategy to diversity thc rype of insumnce risks accepl€d and within each of rhes€
calegories to achiev€ a sufficiently larse population of risks to rcduce rhe variab;lity of the expecr€d

Factors thal aggmvate insurance risk include lack of risk div€Eificrtion in .erms of type and amounr of
risk, g€ographical locstion and rype of indusrry covered.

The Company has limited ils cxposure by imposing ma.'dmum clain amount on certain conrracr as well
as the use ofreinsurance armngemenl in order to limit its €xposur€ to catastrophic events (e-g. huEicir€,
esnhquake and flood damaSe). lte purpose of lh€s€ under\4,ritin8s and reinsurance srralegi€s is ro limir
exposur€ to cat strophes tas,€d on the mesgem€nt's d€cision.

Cataslrophe loss reserved and releai€d for the ysr consists of:

Caiaslrophe Lrss Cobstophe loss
Relea!€d

Eanhquake
Tnhoon
Flood

6,806t477 P

1,558,9t5

7.386,424

1.798,843

Prcpedy ltLtuance Contructs Risk
For prope.ty insuran@ contlacls, climaric charSes Sive .ise lo more fr€quent and severe extrene
w€ather events snd the; consequences. For cerlqin conlracts, lie Company hrs also limikn fte number
ofclaims that can be psid in ary policy yea. or introduc.d a maximum arnount payable for claims in any
policy yeir.

The Company has the righl to re-price rhe risk on renewal. Il slso has the ability to impose deductibles
and reject fraudulent claims. These contracls ar€ undeMitten by rcfercnce 10 the commercial
replacemenr lalue of the properlies and oontenli insured, and claim payment limits are always includen
to @p the anount payable on occur.ence of the insured eve . Co$ of rcbuilding properties, of
replacem€nt or ind€mnily for conlenls and time tal€n to reshn op€rations for business int€ruption are

the k€y faclors that influencethe levelofclaims und€r these policies.

Casuott liswance Rbk
Cleims on casualty contract! are payable on a claims-o{curr€nc€ &sis. Th€ Company is liabl€ for all
insured events that occured during the lcrm oftle contruct, even ifthe loss is dis.ov€red after $€ erd of
the contsact t€rm. As a resull, l;ability claims are settled over a lonS period of time and a larger element
ofthe clsims provision relat€s to incured but not reported claims (IBNR). Therc are seversl variabl€s
that aff€ct ihe amount and timing ofcash flows from these conlr&cts. These msinly relate to the inherent

risks of the business activities canied out by individual conaad holders and lhe risk msnag€ment
proc.dures rhey adopted.

785 190

In the normal course of business, tle Company limits the amount of loss on any one policy by r€insuring
certain levels of risk with other insurers. In addition, the Company accepls r€insurance from other
reinsurers. R€insumrce ceded does not discharge the Compan]'s liability as th€ primary insur€r. Failure
of reinsurers l,o honor th€ir obliSations could r€sult in loss€s to th€ Company; consequently, allowances
are establish€d for amounrs deemed uncoll€ctible.ln order to minimize loss€s from reinsDrer insolven€y,

the Company mon;tors the conc.ntration ofcrcdit risk both geogaphically and with any onereinsurer.
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In addition, the Company selccts reinsure.s with high credit ratings. The effect of reinsurance on
premium income follows:

2016 2015

P tE5,95r,0E5 P t4r,l0

The significaDt risks related lo financial instruments arE credit risk, liquidity risk and market risk
(cunency and int€rest rate). The following sections describ€d how rhe Company manages each of ih€
risk.

Credit Rbk
Credit nsk is the risk thal a parly to a financial inslrument will caus€ a financial loss to dre Company by
failing to honor its obligation to $e Comp6ny. Credit risks ar€ primarily associaled with invesled assels

and rei.slranc. munter parties. The Company mitigales credit risk through del.ailed crcdit and
undenvriting policies and comprehensive due diligenc€ and cr€dit analyses.

Th€ Company's maximum c.edit exposure related to financial instrum€nts is summarized in the

following rabl€.

20t6 2015

Cssh and cish e4uivalents

Premiums du€ fi'om ceding companies

Re;Nuranc. r€.ovemble on losses

Commissions rcceivable

Premiums r€serve wilhh€ld by ceding c.mpani€s

Held-to-maturity linancial assels

Available'forsale financial assels

(in rhousands)

P rs250? P t26,271
13515 16,395
14r6t 44,346

27,069 35,25E

7,263 11,832

14,063 12.632

t79 6,880
461 864

16r,930 r7t,90l
224,774 175.633

The Conpany hes sss€s*n the cnd;! quahy ofthe following financial as.sr{s:

. Th€ credit risk for cash in bank is consid€red negligible, sinc€ lhe counterpaties ar€ r€pulabl€ entities
with high quality external credit rarings. Th€ cr€dit quality of this financial alset is tlEr€fore
crnsidered to bi high grade. For the determination of cr€dit risk, cash includ€d in th€ analysis above
do not include cash on hand amouniing to P875,678 and P2,927,\38 for th€ year 2016 and 2015,
r€spectiv€ly.

P 6E0,524 P 602,012

. Th€ Company's premiums and othe. r€ceivables are acrively monitored to avoid siSnificart
concentrations of $edit risk.

Dir€cl premium income p 185191,676 P 141.733,715
Reimuruc. aisumed 29,65E,19E 30,598,883
Rejnsuanc. ccded (29$97,7a91 Q0,224,427)
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As ofDe.€mb€r 31,2016 and 2015, the aSing analysis ofrte Company,s .eceivabtes is as fo ows

Cah ,!d crsh eqtrlr.l. !

Drc ftoo c.diDs @mD6,is
21,166,22a

2,046,121

74,359,780

97,396

461,982
1,263,113

1,614,293

I3,515,025
27,O6a,7a9

13,5t5,015

161 ,929,65',1
224,n),728

r61,r9,6s?
224,n4,728

P 566,622,33s P 78,545,229 P Ule444 P 364,697 P 680,s21,92s

2015

Cln .!d ah .{oh.LDL

De iioo ..dsC @mp.,ies

r t26,271,338 P tz6,21t)N

15,169,835

363,932

12,631.592

35,153

2,113,',t49

13,723

t75,632,93?

11,83I,620
363,932

30,601

I65.399

r75,{ir2,9&7

P 113,314,5?' P 6,5

Crcd;t Qualiry - ln moniiorirs and conhlling credit exl€ndd to count€rparty, the Company adopts a

comprehe.sive credit rating system based on financial erd non-finanoial ars€ssments ofits bonowers.
Financial factors beinS considered @mprised ofthe financial standing ofthe bormwer while the non-
fioarcial asp€cts include but not limited to the assessment of the borowers natue of busin€ss, induslry
backsround, payment habit ard both presenl and polential buliners dealings with lhe Company.

Class A "High Grade" are accounts with strons financial capaciry and business pe.fomanc! dd with
the lowesl defaull risk.

Class B "Mod€mle Grade" refcr to accounts of satisfactory financial capability and credit standing bul
wilh some elements of risk where certain measure of control is n€cesssry in order to mitiSate risk oI
default.

Cla3s C "Low Grade" refer to accounls whi€h are collected on their due dates provided that the
Company made a persht€nt eflbn to colle€lth€m.
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Liquidity risk is lhe risk lhat the Company willrol be abl€ to fund allcash outflow commihents as they
fall du€. The Company generally ma;ntains a cons€native liquidity position thal exc€eds all the

lisbilities payable on d€mand. The Company invests in various rypes of assels wilh a view of matching
them with its liabilities of various duratons. To slrenglhen ils liquidity furlher, the Company aclively
manages and monitors its capilal and ass€ts l€vels, div€rsification md oredit quality of its investments
and cash forecasts and actual amounts against established tarS€ts. The Company also mainlains liquidity
coniingency plans for th€ management ofliquidily in the event of a liquidity crisis.

The labl€ b€low summariz€s th€ matuity profile ofthe Componies linancial liabiliti€s a! of December
3 l, 2016 and 2015.

6to 12 llo5 2016

O$.i. (eluding td n Nhi6)

t4,954,015

2,5',11,224

91sot,ts2

20,00s.631

1.,t37'955

92509,152

3,r.959,668

80,654,521

2511,220
30,344J69
r3106J00

30,654,52t

30,144,t69
13.246.7@

P 19,019210 P 156.065.854 P 80654.521 P 255J395E5

6to 12 1105
20t5

O$.$(*cb&ng tt litb lda)

P t,019,312 P

1,4!6,2t1 49,911,121

12,412,681

I0,276,553

7,643,M1

3,019,312
s7,009,940

5ajr6r07
60,008,988

7577,710
29,849,&15

11,944,t21
60,008,988

2,517,724
19,5',11,292

Forcign Cwrcicy Risk
The Company's foreign clr€ncy risk resulls primaily from movemeni of the Philippine Peso (PHP)

against th€ United Slates dollar. The Company resolv€d to nitiSat€ this risk by taking advafltage of
market trends. Proper timing is adhered in order to .€aliz. a foreigD cnn€ncy gain

Exposure to foreign €xchaDge risk results primadly from the movemenls of the Philippine peso against

the Uniled Slates (U.S.) Dollar that aris€s from lhe Company's c{sh and cash equivalenis and held to
msturity financial assets, which are denominst€d in U.S. Dolla.s. As of D€c€mber 31,2016 ard 2015,

curr€ncy exchanSe .al!s us€d to banslate u.s. Dollar denominatcd financial ass€ts and liabilities
amounied to P49.813 and P4?. 17, respectively.

P 44,'50,'60 P t0l26009P60.008.988
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The iable below summdizes th( Compa.y's exposure to foreign exchanse risk as of De.€mber 31, 2016
ard 2015. Included in lhe table are the Company's assets at carrring amounts, cateSorized by curency.

The following table demonstrates lhe sensitivity to a re4sonably possible chang€ in lhe US dollar rat€,

with all valiabl€ h€ld constant, ol the Company's profit before tax (due to changes in tle fair value of
monetary ass€ts ) ard the company's equity.

US $ Dep@iare,

2016 2015

US $ Appr€ciates

2016 2015

Effect on profit bcforc tax

Effect on equity

s 2,0s23? $ 868,483 $ (2,Ui5r37) $ (868,4E1)

{607.938160? 918 .418.666)

The Company's exposure to market risk for chang€s in inl€r€st mles relat€s to lhe Company's held-to'

maturity investments.

The Compsny's policy is to manaae its inierest income using fixed rates re.eivable

Interest risk to which financial assets arc exposed is the risk of loss from fluctualions in th€ tuture cash

flows or fair value of financial assets because of a change ;n ma.ket interest rates. Inter6t is managed

principally usinsmixed offixed and vadable rat€ rec€ivable.

Financial ess€ls exposed to interest mle risk follow:

Ar oa De.nb..ll, 2016

Held-tcolaurity i$sh€nls P 16l_929.65? P 161929,657

A3 ofD.cemb.r ll,2015

H.ld-to-adurityi dtrens P P r71.900J70 P r 7r.900.970

The term and msturity profile ofth€ interest b€aring financial arsels of the Company, log€ther with its

coresponding nominalamounts and carrying val!€s, are shown in fre followingiable:

HddjcmrNdty
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H.ld-bl1fuiry

i'vtub d& or

The following table d€monsaates the sensitivity to a reasonably possible change in inter€st.at€s, wilh all
other variables held constant, of the Company's income before incon€ tax as of December 3l,2016 and
2015.

2016 2015

Erect on E,rui!_

lncrese b b$is point(+100) P l,3l0,98l P 1,048,786 P 2,01?,350 P 1,613,E80

Der@s in br3is poinrs (-100) 0J10,9E3) (1,04E,786) (2,01?,350) (1,613,880)

The Company is exposed to equily price risk arising from avaihble-for-sale investm€nts.

The available-for-sal€ investmenis are revalued on each reponing period end based on quoled narkel
prices. Any r€sulting fak value gains or loss€s arising from the r€valuation of the availabl€-fo.'sale
investments arc recognized direcil) in the statemenl of compreh€nsile incrme. Available-for-sale
investuents lhat do nol have a quoted market price in an active market and whose fair value cannot be

r€liably measure are measured at ms1 less any impeinnent losses at end of @h .eponing period.

Fair Yolw Measurenent
The following methods and assumptions were used to estimal€ the fsir valu€ of each closs of
financial inslruments for wh;ch it is prscticable to €stimatesuch value:

Financial lkstunents Whose Ca ying Anouht Approxinate Fair value
Th€ carryins amounts of cash and cash equivalenls, premiums due from ceding companies,
reinsurance recov€rable on losses, premiums.eceivoble, commission.ec€ivable, p.emiums

r€serve wilhheld by ceding companies, rec€ivables, other curr€nl assets, salvage recoverable,
claims payable, pr€mium due 10 r€insurers, commission payable, reserve for uneam€d premiums,
payables, premium reserve ryithheld for r€insurers, bonus payable, credits 10 clients, documentary
stamps payable and fire service tax payable which are all subject to normal trade cr€dit rerms and

are short+Grm in natur€, approximale tieir fair values.

Awilable fo. Sale Financial ,4ssets
The Company's evailable for sale financial sssets are quoled equity securities thst canied at thelr
fair values as at Dec€mbe.31, 2016 and 2015. Fair value ofavailable for sale flnancial assets is
based o. the closing quoted prices ofstock inlestments published by the lnsurance Commission.
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The following table pr€senls the Company's assels that are m€asDred at fair value ai December
31,20t6.

F.ir rdue m.surcD.nt u3ing

(Levell) (Le*l2) (Level3)

 vailablc-lbFsale thancidl a$ct\
P 2ll naP I

There are no financial instrumenl, canied at fair valu€ under Levels 2 and 3 during lhe year

F.ir rrh. n.sur.n.nr 6ins

P 2tt 118

The lollowing lable pres€nts the Company's assets thet are measured at fair value at December
31,20t5.

Signin.et

(l,vel3)(Level I ) (Levol2)

Availabl.-forsale fi Dmci.l ssols
r 158,84?,987 P P 

'5t,847,98?

Tlere are no finarcial insrruments caried at fair value und€r lrvels 2 8nd 3 dudng the ye3!.

For asseb and liabilities lh3l are recosniz€d in ihe Company's financial statemenh in a recuning basis,
the Company determines whethe. transfers have occurred betw.en levels in the hi€r&rchy by re-essessing

categorization (besen on the lowest level of input thal is signific.anl to the fair valu€ measurEment as a

whole) al th€ end of each reponinS period. The.e were no rransfeN thal ocouned hween level I, lev€l 2

and level 3 during the y€aru ended December 31,2016 and 2015.

The Company's maragemenl delermines the policies and procedures for both recuring and noreruring
fair valu€ measur€ments.

For th€ purpose of fair value d isclosures, the Company has determined classes of assels and liabiliries on
the b6sis of rhe nature, chamcleristics and rhk oflhe sss.r or Uability and the lev€loftle fair va,ue
hierarchy as explained above.
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Cate Eoie s of Fi nanc ial I N trune hts

The caEying values and fair values ofthe Company's financial assets and liabililies per cateSory de as

2016 20 t5

153J82 P t29.199 P

14,5t5 16,195

143(0 44.146

27,169 35,258

7,261 ,832
1a,061 12,62
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?!\28e rs8,848
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6,880

t4,501
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1,484
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a,l33
2,199
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29,850

60,009

1,019

2,511

2,641

4.1s1

2,569

399

92,509 P

34,960

80,6ss

1,483

2,511

\246
{,133

2,t99

57,010 P

54.1',I1

29,850

60,009

3,019

2.511

2,647

4,t51
2,569

199

P 25!,?98 P 253,?93 P 2t6,654 I 216,654

Capital Ris k Manage ne n t
The Company has eskblished $e following capital manag€ment objectives, policies and approach lo
mamSing the risks that affect its copital positionl

. To mainiain lhe requir€d level of siability ofthe Company fier€by pmvidinS a d€gr€e of s€curity to
policyholders.

. To allocate capiial €llici€nrly and suppon the developmenl of business by ensuing that retums on
capital employed m€et the requircments of irs capital providers and of ils shaleholders.

. To retain the financial flexibility by mairtaining strong liquidity and ac.ess 10 a range of cspilal

. To ali$ the profile of assels and liabilities hking accounl of risks inhered in rhe business

. To maintain financisl strength to sstisfy lhe requirements of the policyhold€rs, regulators and

. To maintain sbong credit rarinSs and healthy capital ratios in order to suppon its business obj€ctiles
and maximize sharcholders value.

The opemtions of the Company are also subj€ct to regulatory re4uiremenh withifl th€ jurhdictions in
which it op€rates. Such regulations not only pres.rib€ apf'roval and moniioring aciivities, bul also
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The capital srructwe of the Conpan, consists of eruity atributable to equity holderc conprising issued
capital and rctained earniigs.

Ther€ werc no changes in the Company's approach to capilal mmaSement duing th€ p.riod.

impose cenain reslriclive provisions (e.9., capilal adequacy) to minimize the risk of default and
insolvency on the part ofth€ insurancc companiesto meet unforeseen liabilities as they rrise.

In reponinS financial strengtl, capital and solvency arc m€alured usinS the nnes prescribed by the
INurance Commission of rhe Philippin€s.

Capitalizatiot Requircnents fot Lile, Nan-Life, ad Reil6utme Conpanies (Republic Act No. 10607)
Republic Acl No. 10607 known as the Amend€d Insurance Code requires $at no new domestic life or
non-life insurance company shall, in a stock corpomtion, eng0ge in business;n lhe Philippines unless
possess€d of a paid up capilal equal to at least One Billion Pesos (P1,000,000,000). Provid€d $at s

domestic insurance company already doing business in the Philippines shall have a ner wo r by Jun€ 30,
2013 of Two Hundred F;fty Million Pesos (P250,000,000). Funh€rmore, said company must have by
December 31,2016 an addilional Three I-Iundred Million Pesos (P300,000,000) in net worth; by
De.ember 31, 2019, an addifional Thre! Hundred Fifty Million P€sos (85q000,000) in net wonh; a.d
by Decamber 31,2022, an addilional four Hundren Million Pesos (P400,0m,m0) in nel worlh.

The statutory net wodh otlife, non-life, and rciNur ce companies shall include lhe Company's paid-up
capital, unimpaircd surplus, retained camings, and revaluation i.cr€menls as may b€ approved by the

Insurance Commissioner.

As at D€.ember 31,2016, tle Company has no1 yet complied wirh the extemally imposed capital
re4uir€ment of P550 million dunng fie reporring p€riod.

Unnnpaire d C apital Require ne nt
The Insurance Commission provided lhat for purposes of delermining compliance with the law, rules
and regulations requiring lhat the paid-up capital should remain intaci snd unimpaired al all times, tle
$arement of financial position should show that the net wonh or stockholder's equity is at lensa €qual 10

the actual paid-up capital.

Th€ followinS table shows lhe net wonh and paid-up c{pital of the Company as of December 31, 2016
.nd 20rs:

2016 20t5

Paid

P{sE,63r,945 P420,889,014
250 00

On June 30,2016, the new regulatory requir€ments namely, Financi&l Reponing Fmmework (FRF).

Valuafion Standards for Insurance Policy Reserves, and New Risk'based capital fiamework (RBC2) will
be tully implemented. In 2015, th€ Insumnce Commission conducted pamllel runs, the purpose ofwhich
is lo allow the insuranc. industry to assess the colleclive impecl of implenenting these new rcgulalory
requiements simullaneously. This will allow the IC a, opportDnity to engage th€ industry in a

m@insful dialogue and obtain feedback prior to the flll implem€ntation.

Rkk-bosed Capital Req reneds
Insurance Memorandum Circular (lMC) 7"2006 provides for the Risk-based capilal (RBC) framework

for the nonlife insurance industry to establish tle required ffnounl, of cspital to be msinrained by the

companies in relation to tlei;nveslment and insumce risk. Ev€ry nonlif€ insuranc€ company is

arnually requircd to mainEin a minimum RBC mtio of 100%and not fail the tr€nd tesl. Failure !o meel

the minimum RBC mtio shall subject the insurance company to the coFespondi'8 regulalory
interv€ntion which has been defiled at various levels.
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The followin8 tabl€ shows the RaC ratio as ofDec.mber 31,2016 and 2015

On June 10, 2015, thc Insurancc Comnrission issued C;culff Letl€r No- 2015-30 requiring all nonJilc
insurmc€ 1o panicipate in pamllelruns lor the RBC 2-QIS (Quanlitati!e;mpact Study).

Circular Letter No. 2015-29 prescribes th€ n€w flnancial reportinS framework (FRF) tlat will be used
for lhe statutory quanerly and annual reportir8. This includes rules and regulations cnnceming Titles lll
and IV of Chapter III of th€ Amended Insurance Code and all the otfier accounts not discussed in lhe
Anend€d lnsurance Code but a.re used in accountinS ofinsurance and reinsurarce companies.

Circular Leuer 2015-32 Valuation Slandards fo. Non-Life lnsurance Policy Reserv€s, prcscrib€s lhe new
valuation methodoloSy for the nonlife instlance companies. NoJife insuranc€ companies will be
changing the basis of valualion oftheir non-life insuranc€ r€serves. In addition to the uneamed premium
rescryes! the concept of unexpired risk rcs€nes is als ircluded in th€ cslculation of the premium
liability. The incured bur not reported (IBNR) reseryes will now be computed using actuarial projection
t€chniqu6 suoh as but not limited 10 the chain ladd€r method, expect€d loss ratio me$od and
Bomh€utler-Ferguson method. A maJ8in for adverse d€viatioo is povisionally sel at l0% du.ing th€
parallel runs and shall b€ incoeordted on both premiums and claims liability valuation. Dis.ount rates to
be used shall be based on the latest PDST-R2 rates and tie Bloomber8 IYC Curve Ior Php and USD-
def, ominaM policies, r6pectilely.

Circular L€tter No. 2015-31 discussed the transition period and full impl€mentation requirem€nts for
FRI, valuation standads for insuranc€ policy reserves and risk-based capital framework. Th€ new
regulatory requirements in the Circulars shall take €fect aft€r a lransition period, the purpose of which is
to allow the insurance indusrry to assess the collective impaol of impl€menting FRF, R$€rving and
RBC2-QIS simLntan€rusly. Full implementation will be June 30, 2016 with ransition cut-off date as at
January 1,2016.

Consolidoted Conplian e Frotrcwtk
IMC IG2006 integrsted lhe compliance standards for the fixen capilalizarion snd RBC ftarnework. The
fixed capitalizrlion requiremenl for a given p€riod may be suspended for irsurers that comply wilh the
required RBC hurdle rat€, provided lhat the industr./ complias wiih the requir€d IndNhy RBC Ralio
Compliancc Rat€. The IMC provides $€ annual schedule of progressiv€ nte,s fo. the Indulrry RBC
Ralio Complianc€ Ral€s and the RBC Hurdle Rates from 2007 to 201L For the review year 20t I which
shall b€ bas€d on the 2010 synopsis, the Industry RBC Ratio Compliance Rate is 90vo Bnd lhe RBC
Hurdle Rat€ is 2509/0.

On June l, 2012, th€ DOF issued DOF Order l5-2012 which provides that slier 2012, compliance with
prescribed minimum paid-up capital requirement may be defened for existing insur€rs llal meet the
RBC hurdl€ mle of 150%. Failure to achieve one ofthe .ales will resull in lhe imposiiion of the fixed
capiralization requir€ments for theperiod under rcview.

Th€ RBC ratio is crlculated b) dividinSlhe net worth by the RBC r€quirement.

z0t6 2015

RBC Requirement

P458,611,945
74.655.208

P420.889,014
59.142.129

The final RBC mtio can be delennined only afier ihe ac.ounts oflhe Company have be€n examined by
IC specifically as to admined and non-admitted assets as defined undertheCod€.

RBC ratio 6l4!r 705r/"
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Adnitted/Non-Addnb d .4sse ts
Under Section 202 and 203 of R.A. 10607 \ ich seeks 1o strensthen the insumnce industry in ihe
Philippines pr€scribed admitFn and non-admitted ass€rs in lhe delerm;nation of lhe financial condition
ofany insurance company doine business in rhe Philippines d€rails ofwhich follow:

2016

PRIS
Prope y ahdequipnent - net olaccu ulakddepreciation

Building
Trrnspotation equipment

Electronic data prooessing machine

Furniture, fixtures ard equipment

Building improvements

l,€as€hold and improvementj

P 20,106999
92t,894
677,922
4A,tt7
288,429

195,756

4,007,355

1,02t,t26
510,262

329,359

294,7t8
23.2ll,ll? 6.l62.8ln

Secllon 203 ofthe Nev Insurrnce code
Non- adniied property dtu1 equipnc ht

Trdnsponation equipment

Fumiturei fixtues a.d olher officr equipmenl

Leasehold and improvemenis

920,89s P

u2,tt6
195.757

3,647,355

510,261

294.7t9
1,55E,768 4,452,33',1

Sectlon 202 oftI. New Irsurance Code
AlLoeed and adaitted astets P 2r.6?3349 P 1.710.481

2016 2015

PTRS
r,922;134 P

12,421,Ut
1,965,088

14,501,280

P

r{350.575 r6.466.368

S..tion 203 ofthe N.* Imurance Cod.
Non odnitted othet cwrcnt ondt@ 6sets
Prepaid investn€nt expense

Ac.ounts receivable - BIR
6,333,454

999,s6s

7,280,417

1.965,088

7,333,019 9,245,505

S€ction 2 ofthe New Insumnce Code

Alloved ond adnitted assets P ?.017.556 P 1.220.863
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PTRS

Olhe. non-curre.t ass€ls

Deft r.d td arsel - nel

2,832,582 P

4,463,217

624,967

3,445,771

4.447,716

6,17 7,952

7,920,166 14.07r,505

Sectlon 203 ofthe New lnsurrtrce Cod€

Non od iuecl othet non curcnt aslets
Deferred charges ' MCIT
D€fened lia{ asset - net

V€rification fund
Refimdable deposits
Tax€s tund

2,225,826
624,967

2,832,542
366,046

332,576

1,260,302
6,177,952

3145,777
959,181

289,94t
27t 763 67t 170

6,653,760 12,804,321

Secrion 202 ofth€ New InsurrnceCode
Allo|9ed and ad itted ostets P t261,006 P 1,261.182

26, DIYIDEND RESTRICTIO\

27. SOLVENCYREQUIREMENTS

28. SECURITY FUND CONTR]BUTION

29. CONTIN(]ENCTES

Dividends to stockholders which th€ Company may declarc are subject lo the prov;sion ofinsumnc€ law
which stipulates that no such dividends may be distribuled unl€ss tley oriSinat€d from th€ €xcess profils
afler mnsid€ring retenrion eqlivalent 1o lhe paid up capilal, the margin ofsolvercy, ihe le8al reserve
funq and all losse that may b€ incurred in s€ttlement ofliabilities for taxes and expens€s.

An insumrce company doing business in lhe Philippines shall at all limes maintain the minimum paid-up
capital and net wonh r€quircments as presc.ibed by th€ Commissione.. Such solvency requirements shall
b€ basei on iflremationally accepted solv€ncy ftameworks a"d adopted only after du€ consultation with
the insuranc€ induslry associations.

All insurance companies doin8 business in the Philippines shall contribute to the Security Fund the

aggreSale amount of P5,000,000. The conlributions of the companies shall b€ in dircct proporiion 10 th€

companieJ aggr€gate net wonh as sholvn in their latest fimncial sbtem€nts.

The Company is a pany litiganl in a case pending in the Regional Tr;al Courl. As at December 31,2016,
the oulcome of the cas€ ;s uncertain. According to the Compary's legal counsel, tiey have s good

chae of winning lh€ case.

NOTES TO FINANCIAL SI'ATEMENTS
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30. SUMMARY OT SIGNIFICANT ACCOUN'I'ING POLICIES

Basis of Preparstion
These financial slalenents have b€en prepar€d in sccordEnc€ witl Philippine Financial Reportin8
Stlndards (PFRS). The term PFRS includes aU appl;clble PFRS, Philippine Accounting Siandards
(PAS) and inte.prelation, which have b€en approved by lhe [inancial ReponinS Slandards Council
(FRSC) and adopt€d by th€ Securiti€s ed Exchonge Comission (SEC), includins SEC

The financial statements have been prepared und€r the historical cost conv€ntion €xcept lor availabl€-
foFsale inv€shents and a certain property that hav€ been me{sured at fair value and h€ld-to-maturity
investments measured at amorliz€d cost. The Company's financial sLtem€n1s ar€ pr€s€nted in Philippine
p€sos, which is lhe lunctional and presertltion currency under PFRS. All values are rounded to the

nearcst peso except a! other se indicated.

Th€ pr€paration of finecial statemenls in mnformily wilh PFRS rE4uires th€ us€ of c€rtain critical
accounting eslimates. It also requires management ro exercise itsjudgin€nt in lhe process ofapplyhg the
Company's accounting policies. Th€ sre33 involving a highe. deg€e ofjudgment o. complexity, or are3s

where assumptions and estimates arc significanl to the {inancia' stat€menls arc disdoscd in Nole 31.

Tbe more signifi€anl accounting policies and prsctic€s ofthe Company are summadzed b€low to facilitate
the undeNtanding ofdata prcsented iB the financial statements.

Statement of Comolianoe
Th€ financial statements ofthe Company have been prepared in compliance widr the PFRS

Current v€Nus Non-curent Classification
The Company presents sssets and liabiliiies in sr em€nt of financial position Used oD curren/non-
curr€nt classification. An asser is cu]renl wh€n it h:

Exp€cted to b€ r€3lized or intended !o be sold or clnsumed in mrnal op€rating cycl€
Held primarily for th€ puryos€ oftradinS
Expect€d to be rellized thin nrelve months after the rcportinS p€riod, or
Cash or cash equivalent unless restrict€d from being €xchanged or us€d to settle a liabiliv for at

least twelve months after the repodng period.

. It is expcct i to b€ s€nled in nomal op€rating cycl€

. It is held primarily for ihe purpose ofEading

. It is du€ to be settled wirhin twelve months aner the repodng p€.iod or

. There is no unconditional rightto d€f€. the s€nlement oftie liability for at leost twelve months after
th€ r€porting p€riod.

Allother assels ar€ classified as non-currcnl.

A liability is cuFenr when

The Company classifi€s all other liabiliti€s as non-cunent.

D€fer€d iax ass€ts and liabililies arc clnssified as non-curent ass€ts mdliabililies

Fair Value M€esurement
The Company mcasures financial instrumenb at fair value at each financial position dat€.

Fair value is the price that would be rcc€ived 10 sell an asset or paid to rransf€r s liability in an ord€rly
llansaction betwe€n mark€t panicipanB at ihe measurement date. The fair value m$luremeni is ba!€d

on the presumption that the rransactlon to seu the asset or transfer lhe liability tak€s plsce eitheri
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. Inlhe principolmarkel fo. thc as*l o. liability, o.

.Inrh€absencf,ofaprincipalmarket,inthemostadvantageousmark€tfortleassetorliability

The principal or lhe most advantageous market must be accessible to by ihe Company. The fair value of
an ass€t or a liability is measured using th€ assumptions that market palticipants would use wh€n pricing
the assel or liability, assuminS thal market panicipanls act in fteir economic b€st interert.

The Company us€s valuation lechniques that arc appmp.ial€ in th€ circumstsnces a for which
suffici€nt data are available to measure fair value, maximizins $e use of relevant obsewable inputs and
minimizing the use of unobservable inputr.

All assets and liabililies for which fair valu€ is measur€d or disclos€d in ahe financial statemenb
are caiegorised within the fitir value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

Level I - Quoted prices (unadjusted) in active markers for identical assets or liabililies
Lev€l 2 - Inpuls other than quoted pric€s included within lev€l I thal ar€ observable for the ass€t

or liability, either directly (that is, as prices) or indirectly (that is, derived lrom p.ices)
Lev€l 3- lnpuls fo. lhe asset or liability thal are not based on observable market data (that is,

unobservable inputs)

Chrns.s in Accoutrtinq Poli.ies
Th€ following explains the si8nificant accountinS policies which have b€en adopled in the preparation of
the fi nancial stalemenls.

The ac.ounting policies sel our b€lo!! have b€en applied consistently 1o all penods presented in Ihese
finec;al statements, excep! for the €hang€s in accounting policies as explained below.

@
The Company has applied for the Iirst time the following applicabl€ new and rclised accounting
standards. Except for these slandard, and amended PFRS which were adopled ar of January 2015, the

accounting policies adopted ar€ consisient lh thoseofthe previous financisl year.

E!\LD, E ployee Bewlts - DeJined Bewfrt PlaN: Enployee Contibutions (Anendne s)
The amendments apply to conlributions from employ€es or t'ird parties to defined b€n€fit plans.
Contributions that ar€ set out in the formal t€rms of the plan shall be acmunted for es r€ductions to
cunent s€rvic€ costs if they ar€ linked to seryic€ or a5 part of rhe rcm€asurements of th€ net defined
b.nefit asset or liability if rhey ar€ not ];nked 1o s€rvice. Contributions that me discrEtionary shall be

accounled for as r€ductions of curr€nt servic€ cosa upon paymenl of these contibutions to th€ plars.
This am€ndment is effective for annual p€riods b€ginning on or after January l, 2015. Th€ adoption of
this amendm€nt did not have any impact in the Company's financial siatement sinc€ the Company's plan

/1nDMl Imptuvemena b Pfas o01L2012 Clcte)
Annual improv€m€nls to PFRS consht of non-urgent but necessary amendments to lhe following
standards. Exc€pi as othenise staled, the adoplios of these merdmenls did nol have a significant
impact on the Compflny.

This improvement is applied prospectively and clarifies various issu€s relating to lhe d€finilions of
performanc€ and servic€ cond;lions which are !€sting conditionq including:

. A performance condition must cofllain a service condirion

. A performance ta€et must b€ met while the counl€rpady is r€ndering a s€rvice

. A performece target may relate 1o the opemtions or aclivilies of sn entity, o. to those of
anolher €ntity in the same group

. A p€rformance condnion musl be a market or non-ma*et condition

. lf the counterparty, regardless of rhe reason, ceases to provide s€rvice during the vesting
p€riod, lhe servic€ condition is nol satisfi€d.
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PIE!1. Fab t olue n cturcnent. Pattlolio E ceptioh
The amendmenl is appli€d prospectively andclarifies that podfolio exception in PFRS 13 can be appli€d
nolonly to lhe financial assets and financial liabilities, bul alsoto the other conlracts within tle scope of
PAS 39.

PAS 40- lwestnent Prcperty
Th€ amendft€nt is appljed prospectively and clarifies thai PFRS 3, and not $€ d€s€aiplion ofancillary
services in PAS 40, is used to dete.mine if the tmnsaction is the purchase of an ass€. or business
oombinalion. Th€ description of ancillary services in PAS 40 only differentiates belwe€n investment
and ouner-ocrupied property (i.e., property, plant and equipmenr)-

The lollovlng stondards an.l anentbnents hdve b.er iss.ued bu. 
'9ere 

not rd elfectlye os of Decehbet
31,20lt.

Philippine Interpretation IFRIC I 5 , Agrcewtt for Cohstruction of Real Lttate
The irnplemenlztor oflhe Philippine Interprelalion is defened until th€ rmal Review Standard is issued
by IASB ond after an evaluation on lhe requtements and guidance in the standad vis-A-vis the practices
and regulations in the Philippine rql estale induslry is completed. This Philippine Int€rprctation covers
accounling for revenue d associated expenses by entities thal undertake the construction ofreal estat€

dire.tly orthrcugh subconlraclols. ThisPhilippine Interpr€tetion r€quires thal revenue on consruction of
real €slate be r€.ognized only upon completion, exc€pl when such contracl qualifies as comtruction
contBcl to be ac.ounted for under PAS I l, Conslruction Conlracts, or involves rend€ring of servic€s in
which case revenue is recognized bas€d on stage of completion. Contracti involving pmvision of
seNic€s with the consiruction malerials and where the risks and reward ofownership are tGnsferred !o
tle buyer on a continuous basis will also b€ accounred lor based on staSe of complelion. The
interprelation willhav€no impact lothe financial position or performance oflhe Company.

Future Starrdotdt Efrediee Jaduaq 1,2016:

fulLlt Prcpety, Plan md Equipnekt, and PAS 38. l,nangible lssets Cla$ilication of Acceptable
Metho* of Depleciation and Anodization (Anendne ts)

The am€ndments cldiry fte principle in PAS 16 aad PAS 3 8 that revenue r€fl€cts a patt€m of economlc
b€nefits tha,l sre Seneraied from operating a business (ofwhich lhe asset is pai) ralher than lhe economic
ben€fits that sre consumed through use of lhe ass€t. As a resull, a r€venu+bas€d metlod cannot be us€d

to depreciate property, plant and equipment and may only be usd in very limited circumstanc€s !o
amortize inLngible ass€ls. The amendm€nts are effect;ve prospectively for annual periods beginning on

or after Jarualy 1, 2016, with early adoption p€rm;tted. Th€s€ amendmerts are not expected to have

impad ro the Company since il has not us€d a rcvenue-bas€d method to depr€ciat€ its non-cunent ass4.

y\g)!L Prope !, Plant and f4uipnenr, andPAS 4r. Agticulure - Bearel Plants (Anendrunts)
The arnendments chang€ the accounting requirements fo. biological assets that meet lhe definition of
b€arer plants. Under rhe amendments, bioloSical assets thal meet th€ definition of bearcr plants willno
longer be within the scope of PA S 41 . Instead, PAS 16 will apply. AIier initial r€cognition, bearer plants

will be measured under PAS 16 al ecumulaled cost (b€fore maturity) and using either the cos. mod€l or
rcvaluation model (after matu.ily). The amendmenls also requir€ that produE ihat grcws on be!rcr
planrs will remain in lhe scop€ of PAS 4l measured a! fair lalue less costs to sell. For govemment

grlnrs rclated io b€arer plants, PAs 20, Ac.ountinc tot ao|emne t Grunls ond Disclosure or
Go1)ern ent Assistarce, will apply. The amendments are €ffeclive prosp€clively for arnual periods

begif,ning on ff after January l, 2016, with €arly adoption permitaed. These amendments are not
expected to hav€ impact to the Company since it does not have any berer plmts-

PAyL Separat. Fiturcial statewnrs - Equity Method in Separok Fituhcial Statenonts (Anendneat)

The anendnenls will allow entities 10 use lhe equity method to account for its inveslnent in
subsidiaries, ioint ventures, associates in their sepaEte financial slatements. Entities already applying
PFRS and electing to chang€ 1o the equity method in its sepamte financial statements will have to apply

that change retrospectively. For the firsl- time adopters of PFRS electing ro use the equ;t, melhod is ib
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separate financial statements,lhey will be required to apply lhis method from the date of lransition 1o

PFRS. The amendment! &e effeclive prosp€ctively for annual periods beginning on or aft€r January l,
2016, with early adoplion p€mitted. The amendm€nt will not hav€ a signincant inpact on the
Company's finecial performance and financial pos,rion.

PFRS 11, Joir, Arranaenents Accounting for Acquisitio$ of lntercsts it Joint Operotions

Th€ amendmenls to PFRS ll require that ajoint venlure opeator accounling for the acquisition ofan
in&rest in a.ioint operation, in which the activity ofthejoint opemtion constitut€s a business musl apply
the r€levant PFRS 3 principles fbr business combinations accounlina. The anendm€nts also clarify ihal
a prcviously held intercst ;n a joint operation is not remensured o,) the acquhifion of an additional
int€r€st in th€ samejoint operation whilcjoinr control is retained. In addirion, a scope of €xclusion has
been added to PFRS I I to specify that th€ amendments do not apply when the padies sharing joint
conlml, including the rcporiing entity, a.e under common control ofthe sam€ ultimat€ controlling part).

These amendme.b apply to bolh the acquisition of the initial interest in a.joint opemtion and the
acqu;silion ofany addilional inieresls in the sam€ operation and are prospectively efiective for annDal;
periods beginning on or after Jmudy l. 2016. Thes€ amendments will not have a significant impact on
the Company's financial perfomance lnd financial position.

DIN)!, Resutatory Deletat Accounts
PR.FS 14 is an optional standard ihat allows ar en6ry, whose activities ar€ subject !o mt€-regulation, ro
continuc applying most of ib ens.ing accounting policies for rcgularory deferral account balance upon
its first-time adoption of PFRS. PFRS 14 is effectiv€ for annuat p€riods beSinnin8 on or aiter Januffy I,
2016. Since the Company is an existing PFRS prepare., rhis standard would not epply.

PAS 1. ?r.sentation of Finan ial Slatenents - Disclosure lnitiatiye (l.rner,drl, r.ts)
These amendmenls are intended !o assist €ntili€s in applying judgment when me€ting the presentalion
and disclosur€ requirement in PFRS.lhey clarirythe followinel

That entili€s shall not r€duce the understandability of their financial statements by either
obscuring material infonnation with immaterial infomation: or sggr€Sating material items that
have different natures or funciions
Thal specific line items in the statement of income and OCI and the statem€nt of financial
statemenrs may be disaggregated
That €ntities have flexibilitr_ as lo tle order in which they presed the notes to flnancial

That the shar€ of OCI of associales and joint v€ntures accounied for using the €quity method
must b€ presented in a8gre8ale a, a singl€ line ilem and classified between thos€ items that $ll
orwillnot be subs€quendy reclassified ro profit or loss.

Early application is permitl€d and entities do not ne€d lo dtclos€ that fact as the amendmenb are
considercd to b€ clarifications tha! do not aflecr an enrity's accounting policies or accounting esrimates.
Th€s€ am€ndmenls will not have a sisnificant impacl on the Company's financ;al posilion and financisl

IIN)!, Contolid^ted Financial Statenents, EIN)Z Dislosure of tnle,ests in Othe t editbs. and
PAS 2E- Itueshents in Associatet ah.! Joint veitures Intestnent Eitities: Applyiag i@ Cowolidation
frcepr,o, (AmendmeDts)
These amendm€nb clarify that the €xemplion in PFRS l0 from prcs€nrin8 consolidated financial
statemenls applies to a parent entity $at h a subsidiary of an inveshent entity that m€asues all of ils
subsidiari€s al fai value and that only a subsidiary of on investment €niity thal is not an ;nveslment
entity itself and ihal provides supporl servic€s to fte invesnnent entily parent is consolidat d. The
amendment also allow an ;nvestor (lhat is not ar ;nvestm€nt entity and has an inlestment enti9 associrle
orjoinl ventur€), when applying the equity method lo retain $e fair value masurement appli€d by the
investrnent enlity assciate or joint venlur€ lo its interests in sub6idiaries. Th€s€ amendmenls are
effective for annual p€riods b€ginnins on or a?ter January I , 201 6. These amendments are not applicable
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PFRS 1, Finarcial Instrunents: Disclasues Senicing Contr@ts
PmS 7 rcquir€s an entiry to provide disclosur€s for any conrinuing involvement in a trarsfer.ed asset
tha. is der.cognized in its entirety. The am€ndment clarifies rhat aservicing contmcl rha! includes a f@
can constitute continuing involvement in a financial asset. An eniity musl assess fie nature of the fee
and amrS€m€nt against the guidance in PFRS 7 in order to ass€ss whether the disclosEs ar€ requi.ed.
The amendment is to be applied such that the assessmenl of which servicing contmcts conslitute
continuing involvemenl will need 1o be done reuospectively. Howev€r, compamtive discloBilrs are not
required !o be provided for any p.riod beSinning before th€ annual pe.iod in which the entily first
applies the amendments.

to the Company sinc€ the Company is not an investment enrjry nor does it have invesrrnent cntiry

4nnua! lmprovemehlt to PFRS\ 00t2-20t1 Cvcte)
Annual rmprovemenB to PFRS consisr of non-urgent bur nec€ssary amendmenrs io tlle fo owing
standards. Except as orhe*ise soted. rle adoplion of these amendmenb did not have a siSnificanr
,mpact on lhe company.

Etecrive Ja uarr 1,2016:

!E&S-l ,{o,-cn.e,r ,4$ets Held Jot Sale and Discontinued Operutions - Changes in Methods oJ

The anendment is applied prosp€ctiv€ly and ctarifies thar changing from disposat rhrougn $le ro a
disposal through distribution to owners and vice-versa shoutd nol be considered !o b€ a ;ew ptan of
disposal, mther it is a continuation of ri€ or;ginal plan. There is, rhereforE, no inGrruplion of rhe
application oa th€ requiremenb PFRS 5. The am€ndmenr also clarifies rhat changing the disposal
method does not change rhe date ofclassification.

!!L1, ,4pplicabilily of the Anendneds to PFP'S 7 to Condetred lntetin Financial Stareneds

This amendment is applied ret.ospectively ed clErifies tha! he dis.losores on offs.ttjng of financial
assets and financial liabilities a.e nor required in th€ condens€d int€rim financial r€port unless lhey
provide a siSnificant update 1o the information reponed in a most Eenl annual reporl.

PFRS 19. Enployee BewJirs - Regional Martzt Issue Regading Dkcount R te
Thh amendment h appli€n prosperdlely and clarili€s lhat market depth of high qualily corporale bonds
is ass€ssed based on thc currenc) in which the obligation is denoninaled, ralher lhan the counEy wher€
the obliSation is localed. when there ;s no deep market for high of quality corporate bonds in that
cun€ncy, SovemmeDt bond rates must b€ used.

PFRS 34. lnterin Finarciol Repolin? Disclosoe of lnlunation " Elseehere in tle I en Fino,rciol

This amendment is applied retrospecliv€ly and clarifies that iie r€quired interim disclosues must either

be in th€ interim financial statements or incorporated by cross-reference b€tween lhc i,terim financial
statements and wherever they are included the 8rcater interim finarcial repot (e.;. ;n tle mara8emeni
commentary or risk report).

Elective Janu ary 1, 20 I 8 :

PFRSg, Financial lnstruru ts (20I4 orlnalreBion)
In July 2014, the tual version of PFRS 9, ,F,zarcdl .l,rrrurrerls, was issued. PFRS 9 refl€cts all phases

of rhe financial instruments projects and replaces PAS 39, Fiturcial Instunents: Recognition and
Measwen nl, dd all vetsion of PFRS 9. The sl,andard introduces n€w re4uirem€nls for classificrtioD
and measurehent, ;mpairment, and hedge accountinS. PFRS 9 is effective for a'nual psiods beSinning
on or aft€r January l, 2018, with early adoplion permitted. Retrospectiv€ appl;cation is requir€d, but
comparative information h not compulsory. Early applicalion of previoDs versioru of PFRS 9 is
p€rmined ifrhe date ofinitial application is b€fore F€bruary 1,2015. Th€ adoption oflhis sta,dard will
have an effecr on rhe classification and m€asurcme.l of lhe Company's finecial ass€ts but will have no
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;mpact o. the classification and measurcment of the Company's fina.cial liabilifies. The Company is
cur.€ndy assessing the impact of adopting this standard.

The lo or)ing nee stando l aul onenbnen s issue.t br tie IASB hos not ret been odopted br the
IRSCj

IFRS 15. tuvenue ton Contr@ts \9i|h Custonerc
Thh standard was issued on May 2014 and e,stablish€s a new five-step model that will apply to r€venue
arising fiom conhcls th customers. Under IFRS 15, revenue is recogn;zed at an amount lhat reflects
ihe consid€ration to which an endty expects to b€ entitled in an exchange for iransfeninS goo& or
senices 10 a customer. The principles in IFRS 15 provide a more structured approach to measuring and
r€cognizing revenu€. The new revenue slahdard is applicable to all enlities and will supecede all
curr€nt revenue recognition requirements under IFRS. Either afullor modifi€d retrospecliv€ application
is required for annual per;ods beginning on or after January 1, 2018 with early adoption permitted. The
Company ;s currently assessing the impact of IFRS 15 and plans to adopl the new strndards on the
requir€d effectile date onc€ adopted locally.

IEEL!6 zea'?s
This standard was issued in January 2016. Under the new standard, lessees will no lon8e. cl&ssiry tneir
leases as eifter op€ralinS or financ€ leases in accordnc€ wi$ IAS 17. Rather, leas€s will apply the
singl€-ass€t model, wher€in lessees will recrgDize rhe assets and the rclaled liabiliti€s for most l€ases i.
iheir balance sh€€rs and, subsequendy, will depr€ciate the lease assers and r€coSnize inrer€st on rhe lease

liabilities in thei p.ofii or loss. The accounting by l€ssors is substantially unohanged as the new stendard
caEies forward the principles of lessor accounting under IAS 17. LessoB, however, will be rcquired 1o

disclose more informadon ;n th€ir financial slatem€nts, particularly on the risk exposure to rasidual
value. The new srandard is €ff€ctive for annual periods beginning on or after Jenuary l, 2019, with e3rly
adoption permitted. Tte Company is cunently ass€ssir8 the impact of IFRS I 6 and plans to adopt the
new standards on th€ rcquired €ff€ctive dale once adopted locally.

Cash ard Cssh Eouivslenls
Cash includ€s cash on hand and in bank!. Cash equival€nb are t€mpomry plslcm€nls with maludty of
less lhan three (3) months which can b€ witdrawn an)4ime de?ending on lhe immediete cash

rcquir€menr of th€ Company

Insurance premiums are recognized directl) as liabil;ties. R€venue consists of fees deductei for policy
administfation and surrender charges. Interest or changes in the unit prices credited to the account
balances and exc€ss b€nefil claims incured in tre p€riod are charged as expens€s ir lhe statemenh of
profit or loss and other comprehensive income. The Company, however, has no investment contmcts.

Deferred Policy Acquisition Casts (DAC)
Commissions and orhe. acqu;silion costs lhat vary wirh 4d arc .elaled to s.curinS n€w contacts and
renewing €xisting contracts are defened and charged to exp€nse in froponion to the pr€mium r€venu€
rcco8nized. Subsequently, (hese costs are amonized ov€r th€ tems of lh€ policies as pr€mium is esmed
on a slm;8hl line basis uslng the 24s merhod over lhe life of the cof,tract except for marine cargo $here
commissions fo. the last two monlhs of the year are recrgnized as exp€nse the following year.

Amortization is charged against the statement of profit or los$ The unarnodized acquisition costs are

shown in the als€ts section of the slalment of finarcial position. All olher cosls are recogniz€d as

exp€nse when incur€d.

A review on impairment is performen at each eDd ofth€ r€portinS period or more fr€quendy when an

indication of impairment arises. The c2rying value is witlen dow !o the recoverable ainounl and fie
impaiment loss is char8€d Io the slatement ol prolit or los! and olher comprehensive income.

Liabiliq Adeqwcy Test

At each financ;al position da!e, liability adequacy t€sts sre perform€d to ensure lhe adequacy ofthe
contract liabilities net of related DAC. In performing th€s€ tests, currcnt b€st estimates of futurc
conlractual cash flows and claims handling and administEtion exp€nses, as well as investment income
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Any DAC witten off as a result ofthis tesl cannot subs€quently b€.einsated

from lhe ass€ts backing such liabiliries, are used. Any deficiency is immediately charged ro profir or
loss initially by writing off DAC and by subs€quently establishing a provision for losses arising fmm
liability ad€quacy te.sls (lhe unexpned rhk provision).

Re i6urance C ontrac ts He I d
Contmcb enlered into by the Compan) with reinsurers under \rhich it is comp€nsat€d for losses on one
or mor€ contracb issued by the Company ard m€et rhe claification rcquircm€n6 for insumnce
contracb are classified a5 r€insumnce contracts held. Coneacis that do not me€t tlese classification
rcquircments are chssified as financial asrets. Insurance contacts entered into by th€ Company under
which the conlract holder ;s another insurcr (inwards r€insuranc€) are included widr insurance contmcls.
The benefits to which the Company is entitled 

'rnder 
its re;nsuranc€ contmcts h€ld arc recognizen as

rdnsurance ass€ts. These assets consisl of short-term balanc€s due frcm reinsurers, as well as longer
term rec€ivables that are dependent on the exp€cted claims and ben€fils arising under the related
reinsur€d insurance contracts. Amounts re@verable fiom or due lo reinsur€rs are measur€d consistenlly
with the amounti associaled with the reinsured insuranc€ contracts and in accordanc€ wilh the terms of
€ach reinsuranc€ contracts. Reinsuranc€ liabilitie! are primarily premiums payable for reinsurance
contracls and are recoSnized as an expense when due.

Recei|ables and Payables rclatedto lnswance Contracts and hNeshent Contacts
Rec€ivables a.d payables are recosnirEd whe. due. These include amounls due to and from agenis,

brokers and insumnc€ contract holders.

If there is objecrive evid€nce that the insurance rec€ivable is impaired, lhe Company reduces the
carrying amount of the insurance receivable accordingly a6d r@ogniz.d lhat impairment loss in tle
stat€m€nts of prollt or loss and olhe. comprehersive income. The Company galhers the obj€ctive
evidence that an insurance reclivable is impaired using the same proc€ss adoptd for loans and
reeivables. The impairm€nt loss h aho @lculat€d under the same melhod used for these financial

Financial ass€b include cssh and other financial instruments. Financial sssels, other than hedging
insruments, sre clEssifi€d into tI€ following categories: finarc;sl ass€b ar fair valu€ drough profit or
lo6s (FVPL), receivables, held-to-maturity (HTM) inve,stnenls and availabl€-fo.-sale (AFS) fimnchl
assets. Financial assets arc sssigned io lhe djffercnt caregories by manag€,nent on initisl recoSrition,
dep€nding on rh! purpos€ for which the investrnents were acquir€d. Th€ d€siSnation offinancial &ss€t!

is re<vsluated at €very rcporting date at which date a choic€ of classification or a..ourting tr€atnenl is

available, subject to compliance witl specific provisions of applicable ac?ounting sitndards.

All financial a!.!€ts are r€cognized on their tmde date. Allfinancial asseli that ar€ not clalsified at a fair
value lhrough proflt or lols arc initially recognized at fair value plus transaction costs.

The foreSoing cateSories offinmcial inslrum€nts are more fully de.scibed b€low.

Financbl Alslti aIEVPI,
Finsncial assets ar€ classified as a! fair value throush profit ot loss if they are scquired for th€ purpose

of selling in the nelr lerm or if so designated by the management. D€rivativ€s assets, including
separaled emb€dd€d d€rivdives are also clessified as at fair valu€ through pro{it or loss unless they arc

designated as effective hedging instluments.

lnitial recognition and neaswene nt
Financial asrets at fair value through profit or loss are initially recorded at fair valu€. Transactions cosls
incuned for the acquisition of the financial asseb are dir€c.ly expens€d outriglt.
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Stbse qle nt neasure ne nt
Subse4uent 1o initial recoSnilion, thc finadcial assets includd in this oar€8ory are measured al fair value
with changes in fairvalue recognizcd in profi. or loss. Financial assets originally designat€d as financial
assets at fair value through profit or loss may not subsequenlly ber€class;fied.

The Company hasno investment classified under this calegory.

Loans and Receivables
Loans and receivables are limncial assets with fixed or deteminable payments and fix€i maturitias that
are not quoted in an active market. They are nol entercd into wift the intention of immediate or shorr-
tem resale and are not class;fi€d Es other financial asser, held for tmding, designaled as AFS financiai
assets or secufities at FVPL,

lnitial r.cognilion and neasuremnl
Loans ard re&ivables are inidally recoSnized at fair value plus lransaction costs that are dircctly
attribulabl€ b rhe acquisition or issLrance ofth€ financ;al asset. The fair value ofthe loan receivable at
initial rmoSnilion is normally the transaction pri€e, mean;n8lhe amountofthe loan granted.

hbseque ne$urcne
After ;dlial measurem€nl, loans and receivables are subsequently measured at amofiized cost using the
EIR methoq allowanc€s or reversals of allowanes beinS made whtre necessey on rem€asurin8.

lnqirnent of Finarciol Assets

A loan and receivable is deened impair€d when there is objecdve €vidence that an impa;rmenl loss on
loan and re.eivables has b€en incuft€d. Gains and losses arc recogn;z€d in the profit or loss when the
toans and receivables are derecogni?ed or impairc4 and rhrouSh the amonization process.

Loans and receivables includes cash and cssh equivalen.s, premiums due from c€din8 companies,
r€insurance rccov€rable on losses. premiums receivable, commissio. receivable, p.emiums reseFe
withheld by ceding comFnies. sahase recoveGble and othd receivabl€s i. the slatem€lt of finecial

Availabl€-for-Sale f inancial Assets
Financial assets of the Company includ€ availabl+for-sale financial assets. AFS linancial ass€ts are

those non-derivative finarcial assers that arc desigrated 0s AFS or are not classified in any of rhe thrEe

oth$ cst€gories. AFS financial assets include financial ass€ls not quor,ed in an active marker and are

classifi€d as AFS when purchased and held indefinit€ly, but which the Company anticipat€s to sell in
respons. to liquidity r€quiremenls or in anticipation of changes in inter€st mtes or otre. factors.
Financial ass€ts may be desiSnated !nde. this caregory providen such a.e not held for eadinS.

Initial recognilion and neaswement
AFS financialass€ts are recognized inidally at fair value. The fairvalue ofiDvestmenh tiat are actively
traded in organized linancial markets is detemined by ref€rence to quoled narket bid pnc€s at fte clos€
of business as at th€ date of financial posilion. AFS equity investuents tlat do not have a quoted market
price in an active market and xnose fair value cannot be reliably meosure are m$sur€d at cost less any
impairment loss€s al end ofeach reponing period.

Subsequent wasuenent
After initial recogn;tion, changes in th€ fa;r value of AFS financial assets are recognized in €quity,
except for the for€ig, exchanee flLrctuations on AFS debt s€curities and the related eff€ctive inlerest
which are raken direciy to lhe staremenls of profil or loss ad olher compreheBive income. These

changes in fair values are r@o8niz€d in equity until the inv€stment is sold, colle.led or otherwise
dispos€d of, or until tle invesL.nent is d€termined to be impaire4 al which time the cumulative sain or
loss Feviously report€d in equit) are included in th€ statements of profit or loss and olh€r
comprehensive income.
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Initial recognition and ne^Medekl
Held-to-maturity financial assets are inilially rccorded at fair value plus transactions cosb thal ar€

directly attribulablc 10 the acquisition or issuanc€ of the finarcial axset. The fair value is usually the

actual |ransaction pric€ on thc transaction date.

lnpanm of Financial Assets

lfrhere is objective evid€ncf, lhat a financial asrels carried at mortiz€d cost is impaired the impoirment

loss is measured as the ditrerence b€tween tle assel's carrying amount ard the present valu€ of tle
€stimated futur€ cash flows d;scounted using the original effective interest rate ofthe finaDcial ass€t

Inpaime t of Finahc ial Asse ts
Th€ Company alsesses at each stat€ment of financial position date whether there is obj€ctive evidence

that a financial aslet or group of fin cial alsels is impqired. A financialals€t or agoup of financial
assets is de€med to be impaired if, and only il ihere is objeclive €vidence of impairment as a result of
on€ or more €vents lhat has occurred affer the initial recognition ofthe asset (an incurred 'loes event')
and that loss event (or €v€nts) has an impact on the estimated future cash flows of the financiol assel or
th€ group of financial ass€ls that ca.n b€ rcliably esiimat d. Evid€nce of impairment may include
indications that the borow€r or a group of bonowe$ is €xp€riencing significant finarcial dimculty,
default or delinquency in inl€r€st or principal payments, ihe probability .hat they will entcr bokruptcy
or other financial reorganiztion and where observable dala indicate thal there is measurable decrease in
lhe estimakd future cash flows, srlch as changes in anears or economic condilions that corr€late $,i[r
defaults.

ln case of equity investments classified as ava;labl€-foFsale financial ais€ls, objective evidence would
include a significant or prolonged d€clin€ in th€ fair value of rhe investm€nt below its cost. when a

decline in the fak valDe oI an available"foFsale financial asret has b€en recognized in other
comprehensive income r€s€rvc account dd ther€ is obj€ctiye €vidence that lhe asset is impaired, the

cumulative loas that had b€en recogniud ;n other comprehensive income reserue a(.ount is reclassified
from other comprehensive incom€ reserve account to profir or loss as a recl0ssification adjustment even

lhough the financial assei has not been derecognized. The amount of the cumuladve loss that is
r€classified from olher comprehensive income account to profit or loss h the difference betw€en lhe

acquisition cost (net of any principal r€payment snd amortization) and current fair vatue, l€ss any
impairment loss on that financial asset previously recogniz€n in profit or loss. Impairm€nt loses
recoSniz€d in profil or loss for sn investment iD an equily insrumena ar€ not reveBed in prolit or loss.

Subs€quent incr€ases in the fair value after ;mpairment are recrgnized dir€ctly in other comprehensive

income r€s€rve account.

In $€ cnse of debt insuuments classi{ied as AFS, impairment is assessed bas€d on the sane crileria as

fimncial ass.ls canied at amonized cost. Intercst continues lo b€ a(.rued al the onginal effective in0erest

mte on rhe r€duc€d canying amount ofthe asset and is recorded as part of inter€st income in the pmfit or
loss. If, in subs€quent ye3r, lhe fair value of a debt instrument incaea$d and the incr€ase can be

objectively relaled to an €vent occurring 3fter the impairment loss wa! recognized in the profit or loss,

the impairmenl loss is r€versed tlrough tI€ profit o.loss.

Held-tGMaturity Financial Assels
HTM financial assets include non-derivative financial assets with fixed or del,erminable paymenls and

fixed manrities for which the Company's manag€ment has lhe positive inlention ed ability to hold to
mslurity. Where the Compan, selh orher rhan d insignifi€nt anount of HTM financiel axsets, Ure

entire category would be tainled and clessified ss AFS financial ass€ls.

Subseqtent easteneht
Held"to-malurity financial assels are subsequently m€asurcd at amortized cost u!in8 th€ effective
inlercst method. ln addition, if $ere is objective evidenc€ thal th€ invesunent has b€ell tnpair€4 tne

financial ass€t is mersured at th€ pres€nt value of estimaled cash flows. Any che8es to the carrying
arnountofthe investm€nt are recogniz€d in profil or loss.

The canying amount ofthe asset is reduc€d thrcugh the use of an allowance account and the amount of
rh€ loss is r@grized under "rsset impairm€nt" in the slalemenls of profit or loss and other

NOTES TO FINANCIAL STATEMENTS
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All financial liabil;iies are recoSnircd initially at fair lalue of the consideration received less directly
attributable cosls. After inilial recognition, thes€ are subsequ€ntly m€asured at amortized mst us;ng the
effective intercst melhod. Wh€n liabilities are impaircd o. derecognized, any gain and lossB are
reco8nized in the profit or loss.

comprehens;ve income. If, in a subsequent period, the amount of an impairm€nt loss increases or
decrases becaus€ of an elenl occurring after ti€ impairmenl was recogniz€d, the previously recognize d
impsimenl loss 

's 
incresed or rcduced by adjusting the sllossnc€ account. Any subsequent reversal of

an impairment loss is .ecognized in lhe statements profit or loss ad other ofconprchensive income,lo
the exlent that lhe carryins value of the alsel do€s nol exceed iis amonized cost sl the r€veGal dat€. If a
tuture write-olris hl€r .ecolered, *re recovery is recognized in profit or loss.

All financial liabililies are initially recogniz€d at the fsir valu€ of the considerarion r€c€ived less directly
attribulable tmnsaction cosls. Aftor initial recognition, other financial liabilities are subsequently
measured at amortized cost using the EIR method. Gains and losses are r€cogniz€d in the profr or loss
whenlhe liabililies are derecognized or impaire4 as wellas through the amonization process.

Oth. r F inarrc ial Liabil it ie s
This category penains to financial liabilities thal arc not held for lrading or not d€signated as at FVPL
upon the inception ofthe liability. 'I hese include liabiliti€s adsiDS fiom op€ations or borrowin8s.

Included in this category are th€ Company's claims payabl€s, pr€miuns due io reinsur€rs, commission
payable, res€rved for unearned premiums, premiums r€s€.ve wilhh€ld for reinsurers and other payabl€s
(except lor iax liabilities).

The Company has no designaled financial liabilily aI FVPL

Derecoqnition of Financial Assels and Liabilities

A fimncial asset (or, where applicabl€ a pan of a frnancial asset or pan of a group of sioilar fharcial
assets) is dereosniad or remoled lrom the Company's statements of financial pos on wher€:

. ihe righb to receive cash flows lrom the asset have expi.ed;

. the Company retains the .i8ht to r€c€ive cash flows from the ass€t, bul has assumed an obliSation 1o

pay them in full without material delay to a third party under a 'pass-thrcugh' srrangemenl; or
. th€ Company has uansferred its right to receive cash flows from the asset and €ilher (a) has tmtrsfered

nor rctained subst ntially all 0re risks and rewads of ile a!s€r, tr (b) has neither transf€ned nor
relain€d substantially all the risks and rcwards oflhe aset, bul has tr-ansfened coflEol ofthe ass€l.

Where th€ Conpany has ransfered its rights to r€ceive c]Esh flo$s fion an asset and hls neilhe.
tmnsfen€d nor retain€d sobsiantially all the risk and rewards of th€ a$et oor transfend mntrol oflh€
asset, lhe assei is recognized !o the extent of the Compary's crntinuing involv€ment in the asset.

Continuing involvement thal hkes the form of a guarant€e over the transferred ass€t is m€asured al the
low$ ofthe original canying smount of the asset and the maxjmum amounl of consideration lhat the
Company could be required lo r€pay.

Purchses and sales of inlestmenls arc .ecognized or der€cogniz€d on trade date. the dat€ on which tle
Company commits to purchase o. sell lhe assel. A1 initid meesuremenl fina.cial instrumenrs are

m€asurcd equal to lheir fair lalue including transaction costs. Tmnsactions cosls incuned a,t a

sukequ€nt date related to lhe ransfer or disposl of a flnancial instrumenl are not includ€d i, the
subsequent measurement of the financial instrument. Such costs e€ only included in tire statements of
profit or loss and orh€r comprehensiv€ ;ncome when dere.ognition occurs. Financial ass€1s are

derecosnized when the rishls to rec€ive cash flows fmm the investments hov€ expired or hav€ b€en

trsnsferred and rh€ Company has transferred substantially all risks and rewards of ownership.
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The initial cost of property and equipm€nt mmprises its purchas€ pric€, including impon dulies and

taxes a any dir€clly atribulable costs of bringing the ass€t 10 its working condilion and location for its
intended use. Exp€nditures incurred aft€r th€ propety and equipm€nt have b€€n put into operation, such

as repa;rs and maintenanc€, ar€ normally charged to expense in th€ period the cosls are incured. In
situations where it can b€ clearly demonstmted that the expenditures have resulted in an increis€ in the

future €conomic b€nefits exp€cted to b€ obiained from lhe use of an item of prop€rty and €quipmert
b€yond its originauy assessed slandard of p€rformece, the expenditures arc c-epitalized as m additional

co6t of propeny and equipmenl.

Financial liabilities are dereco8nizcd \rhen and only when obliSation undel liability is discharged or
cancelled or expired. Wh€re an existing financisl liabilily is replac€d by anolher from the sane l€nder on
subslantially different terms, or thc terms of an exisl;ng liabili8 are substantially mod;fied, suoh an

€xchang€ or modification is lreal€d as a derecognition of the original liability and the recognition ofa
n€w liability, and the difference in the respeciive carryins amounts is recognized in the prcfit or loss.

Offs€ttinq Financial lnsElmems
Finsncial assers and linancial liabililies are offset ad the n€t amounl reponed in the staleme.ts of
financial position if, and only if, therc is a cunently enforceable leSal righl to offs€t lhe recognized
amounts and therc is an intention 1o sertle on a net basis, or to realize the a3sei and settle the liabiliiy

As at D€c.nb€r 31, 2016 and 2015, lhe Company is not off s€tting financial instrumenl, in accordanc!
wiih PAS 32 and does not have relevant offs€dina srangem€nts. The ComF.y is presenling ils
finarcial assets lnd financial liabiliries at goss amounts in dle statement of financial position.

Other lnv€stm€nts
Other investrnents which include real €state acquired and the Company's contribution to th€ Security
Fund arc stated at cost. Th€se are included in olher non-currenl ass€ts.

lmpaiment of Reinsurance Contracts
The Company assum€s reinsurarce risk in the normal course of business for oonlife iosurance conlracts
when applicable. Premiums and claims on sssumed reinsurance are remSniud ss rev€nu€ or expenses in

th€ same manner as th€y would be iflhe reinsurance werc considered direct busin€ss, taking;nto account
the product classification of the rcinsured business. Reinsurdce liabilities represent balances due to
reinsuranc€ companies. Amounts payable are estimated in a mmer consistenl with lhe rclaled

Premiums and claims are pres€nled on a goss basis for both ceded and assumed r€insuanc€.

R€insurance assets or liabilities are derecognized when the contac.ual righls are extinguished or expired
or when the contract h transf€n€d 10 another pady.

The Company ass€ss€s at each ilnancial position date whelher there is objective evidenc€ thst a

reinsurarce contract is impaired. A reinsurance contract is impat€d if, and only if:

ihere is objective evidence, as a result ofan event that o..ured afler initial recog tion ofthe
reinsurance asset, that the cedant may not receive all amounts due to it und€r the terms of the

the event has r€liably measurable impact on the amounts lhat the cedant will r€c€iye from the

Prop€rtv and Equiomenl
Propety and equipment are stated ar cost exc€pl for the building that is cani€d at appraisal value less

accumulated deprecialion and allowance for impaiment loss. Whell assels ar€ sold or .€tired, their cos1,

accumulated d€preciafion and any allowsnce for impaimenr are eliminated l.om the accounb and any

Sain or loss resulting from tle disposal is included in th€ stat€menis of profit or loss.

.tE
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Building is measured at fan lalue less accumulared deprecialion on buildi'gs and impaim€nt losses

recognized after ih€ dale of lhc rcr'aluation. valuations will be performed fre4u€ndy enough to emure
thal the fa;r value of a revalued asset does not differ materially ftom its carrying amounl. Any
revaluation surplus is credited to 0re .€valuation sumlus included in the statement of financial position,
excepl to the extent that il reverses a revaluatior decrease ofth€ same ass€t pr€viously r@ognired rn
profit or loss, in which case the incr€as€ is re.ogrized in proIil or loss. A revaluation deficil is
recognized in the statement of income, except to the exlent that it offsets an existing surplus on the same

ass€t recognized in the.€valuation surplus.

Ac.umulsted d€preciation as ofthe revaluation dai€ is eliminat€d against the gross carryinS amounl of
the assel and the nel amount h resEied to lhe revalued amount of lhe assel. Upon dispossl, any
revaluetion r$erve relaring to the particular asset b€ing sold is transf€red to retained esmings.

Depreciation is comput€d on a straighr-lin€ bos;s ov€r the following €stimated us€ful lives ofthe ass€ts:

Building

t a*Iold atd impovementl
Offie tumiture d fixlus
T@s?ona.ion equipmenl

Electronic Dat ?roc€ssiry Maclrine

The useful lives and depreciation method sr€ reviewed p€nodi@lly to €asuft thal the periods ard
m€thod of depreciation are consist€nt with the expected pattem of economic beneiiB frcm iuems of
prope.ty and equipnent.

Inqnngnt of Nonfinanc ial Assets

Propeny and e{uipment and ot}er non-current assets arc reviewed for impairment when events or
chang€s in circumstances indicate that lhe carrying value may not be recoverable. Ifany such indication
exists and where the carryinS values exceed th€ estimat€d recoverable amount, lhe ass€ts or cash-
generating units are written down to their recoverable amounls.

The estimaled recoverable amount is the geater of an assels net s€lling price and value in use. In
alsessing value in use, lhe eslimated tuiure cash flows ar€ dhcounted 10 lheir pres€rt value usinS a pre-
lr.x discount rate that reflecls current market assessments of the time value of money ard the risks
specific to the assel. For an asset thar does noi geo€mte largdy independenl crsh inflows, the €srimared

recoverable amounl is d€termined ibr the cash-Senemting unit to which the ass€l belon8s. Impaiment
loss is recognized in the stalement ofprofilor loss and orh€r comprehensiv€ income.

R€v€rsal of impajrm€nt losses recognized in prior years is recorded when that there is an indication $at
the impairment losses recognized for th€ als€t no longer exist or hav€ decr€as€d. The reversal is

re.orded in the statemenls of profit or loss and oiher comprehensive income. However, lhe increas€d

carrying amounl of an asset due to reversal of sn impairment loss is recogniz€d to the €xlent tlat it does
not exce€d the carrying amount that would have be€n determined (net of depreciation) had no
impoirment loss been recognized for tie asset in p.ior years.

Derccosnition ol Nonlinancial Asrets
An item of the prop€ny and equipm€nt is d€recogniz€d upon disposal or when no future €conomic
benefits are exp.lted fiom ils use or disposal. Any gain or Io$ arisingon tI€ derecrgnition ofthe lsseis
(conputed as the diffe.€nce between the net disposal proceeds and th€ carrying amount ofthe asseo is
included in profil or loss in the )ear the asseb is dere.oSnized.

Shar€ Capital
Shar6 ar€ classifien ss equily when there is no obligation to transf€r cash or other ass€ts- Incremental
co6ts directly attrjbutable to tne issue of eq ity instrumenis arc shown in equiry as a deducdon fiom the
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when th€ Company purchases the Company,s equity shares capital (treasury shares), ihe considerarion
paid, including any directly att.ibutable inc.emenral cosii (ner of income taxes), is denuded from equity
atributable to the Company's equily holders. Wh€r€ such shares are subs€quenrly sold, reissued or
otherfis€ disposed of, any consideration .eceived is included in €quity attributabte ro rhe Company's
€quity holders, nel of any directly atrdbutable incrcmenral transaction cosis and rhe retar€d income tox

The Company's shar€ capital includes common stock and ueasury stocks.

R€tained eamings include all the accumulal€d eamings ofthe Company l€ss dividends declarcd.

R€venue Recosrition
R€venue is r€cognized to the €xtcnl that ir is probable rhal the economic ben€fits will flow to the
Company and the revenue can be reliably neasured. The following sp€cific recognition criteria must
dso be met b€for€ revenu€ is reco8nizld:

Insuranc€ Contracts and Investnenl Contracts

(a) R€cognition and Measuremenl

Short-te r n lwurunce C ontrac ts
Th€se contmcts are casually and propety insumnce contmcts.

Casualty insurance contacts prot€ct lhe Company's customeB against the .isk of causi.g ham to third
panies as a r€sult of their legitimare activities. DamaSes covered includ€ both cont-actual and non-

Propety insuEc€ conhmis mainly @mpensate the Compay's customers for dmag€ suffere! to their
propeiies or for th€ value of prcpcny lost. Customers who und€nake commercial acti ti€s on their
pr€mises could also r€ce;ve compensation for lhe loss of eamings caused by th€ inability to us€ the

insurEd properties in their business activities (busines: internrption c.ver).

Premiums from short duralion insura.ce conl.acts ar€ recognized as revenu€ over th€ period ofconlEcts
using lhe 24th method. Th€ portion of the premiums \^ritten lhat relar€ b the unexpired p€riods of lhe
policies a! ai the date of financial position are accounted for as Uneamed Pr€miums and presen ed in th€

liability section of the statemenls of financial posilion. Th€ related reinsurance premiums ceded thal
peiained to the unexpired pe.iods as at th€ date of financial position are accounled for as Ceded
R€iNuranc€ PrEmiums shown as pan of ass€ts in the sl4€mmh of financial position. The net changes

in th€se accounts between fina.cial position dales are eilhe. charged or crcdil€d to income.

Commission income eamed from shon dumfion insumnce contmcls are reoSnized as relenu€ over the
period of contracls using lhe 24rh method excepr for marine cargo wh€r€ the defered rcinsurance
commissions for the last two months olthe year are considered ermed the following y€ar. The potion of
rhe commissions that relat€s to the un€xpired periods of the policies al th€ reponing date;s accounted for
as defe.red r€insumnce commissions and lodg€d inio commissions payable and presented in the

liabiUties section ofth€ slateme offinancial position.

Interesl inmme is .€cogflizd as the ini€rcst accrues using lh€ effective interesi method.

Other income includ€s gain on sal€ of siocks and property and investment income. Goin on s3le is

re.ogn;zed when sold. Recovery from impairment loss€s h reaognized when collected.

Divid€nd incom€ is recognized when the right to receive p€yme is €stablished. Rev€nu€s from
dividends receiv€d ed thos€ from other sourc€s ar€ recogniud when d.clarEd and eramed r€grrdless of

la
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lnsurance claims are recorded on thebasis ofnolification received.

Foreign cuftencies denominatcd monctary lransaclio.s are tlanslatcd inlo the funclional currency using
the prelailins €xohanse rates a1 Ilnanlial position da1es. Exclmnge gains or losses arising from foreisn
cunency transaclions are credited or charSed directly to operations.

Exp€nse Re.oqition
Exp€nsg ar€ r€cognized in ihe sralements of profi! or loss when decr€ale in future economic benefit
relakd to a decrease in asset or an incr€ase in a liabil;ty has arisen thal can be m€asur€d reliably.
Expenses a.re re.ognized in the sta.ements of proiit or loss and oth€r compreh€nsiv€ income:

Gross b€nefits and claims cons;st of benefils and claims paid to policyholders, which are b€s€d on $e
lo6s adjusler estimales. ll furth€r includes itrtemal BIld extemal claims hedling cosrs lhat are dtectly
relaled to the processing and seulement ofclaims.

. on lh€ basis of a dir@l associalion b€tw€€n th€ costs incuned and th€ eaming of specific iteDs

. on the basis ofsysl€matic and rational allocalion pro€edures when economic ben€fils a.e exp€ct€d 1o

sise over several accounting periods and th€ association can only k broadly or indirectly determined!

. immeiiately when exp€nditure produc€s no future economic benefils or wheq and !o rhe €xtent lhat,
futurc economic benefils do no1 qualify or cease to qualify, for r€cogniaion in the slat m€nts of
financial position as an asset-

OIEr Uder\9titing E penses

Other undeMirins expense pe.lains to th€ cosls incured by the Company prior to the issuanc€ of
policies to its policyholders. Th$e costs include exp€ns€s for te.hnical insp€ctions, actuarial reviews
and oth€r work that is necessary to determine whether or not to acc€pt the.isks to b€ witten. These cosls
are recrgn;zed as exp€Dse as they are incured.

Gen€ral €xp€nses are recognized in the statement of profit or loss as th€y are incurred.

Comprehe.sive Income
The Cohpany us€s single slalement of comprehensive income, in wh;ch it presenb all ilems ofincome
and €xp€nse recognized in the penod.

Related Partv Reladonshios and Tresactions
Related party .eladonship exisls when (a) a person or a close member ofthat person's family has crntrol
or.joint conlrol, has significanl inflLrence or is a memb€r of the key management personn€l of the
r€poning entity or a parcnt of the reponing enfily. (b) An entity h relsl€d to tle Company it $€ entity
ad tll€ Company e members of the same group, one entit) is an associaE orjoinl venture oflhe ofrer
entity, both enti.ies arejoint ventures ofthe sam€ third party, on€ entny is ajoint venture ofa third entity
and the olher entity is an associale ofthe third pany, an entiry is a post-employment b€nefit plan for tI€
b€nefit of employees of the Company, the entity is controlled or joint controlled by a person who has

control o. joi.t conl.ol over the Company end a person as identified in (a) above has significant
influence ov€r the entity is a m€mb€r of lhe key management perenn€l ofihe e.tity or of a parenl of the
€ntily. In conside.inS e3ch possible relaled party relationship, attention is dirccted to the subslace ofthe
relalionships, and nol merely !o the leSal form.

A relsted party t ansaction is a t.ansfer of resourc€s, services or obligations b€tween r€laled panies,
regardless ofwhether a p.ice is chdged.

t!cE!
Lsses where rhe Company retains substantially all the rhks and b€nefits of omership of the asel are
classified as opemtin8 leases.
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The Conpant as Lessee

Rentals payable under operarinS leases are charg€d to profit or loss on uother systemalic basis, which is
morc r€pr€sentativ€ ofthe time pstlern in which economic b€nefils liom lhe leased asset are consumed.
Contingent r€ntals arising Dnde. opemting leas€s are r&ognized as an exp€nse in the period in which

EmploveeBen€fits

The Company's relirement plan is non-contributory and of tle defined benelit type which provides a
retir€ment benefit eqml 10 One-half month's salary for €v€ry year of creditei s€rvice in aocordance
with th€ Retirement Pay law (R€public Act No. 7641). Benefits are paid in lump sun upon r€tirEment
or separation in accordance wiih the terms of the plan. A The r€tir€ment cost is d€termin€d by
applying th€ A@ed Ben€fir Acruarial Cost Method ialing inro account rhe factors of inve,stmeni,
monality, disability and salary projection Bte. TIe fund is adrinistercd by a duly appointed find

b.Sho lem ehployee benelts
wa8es, saldies, paid annual )eave, sick leave, bonuses, social seuriiy contribution, philhealtr
contribution, pag-;big conlribution Md non"mon€tary b€nefits d€ re@snized as employee b€nefir expense

and accrued when the associated services are rendered by the employ€€s ofth€ Comprny.

c. Ptolit-sharihg ahd bow pla$
The Company recognizes a liabilily and an expense for bonusas snd profGsharin& based oD a fomula
that takes into considerarion tre profit athibutable to the company's shar€holders aftlr Ertain
adjustments. The Company recognizes a provision wher€ contrachally obliSed or where there is a
past pmctice that has created a oonslructive obligaiion.

Th€ cunent incom€ tax charge is calculaled on lhe basis of ile iax laws enacled or subslantively enacted

at the balane sheet date wherc the company operale and g€nerate taxable income. Managsnent
periodically evaluat€s positions laken in tax retums wi$ respecl to siruadons in which applicable tlx
regulation is subj€cl to inlerpretation. Il establhhes provis;ons where appropriate on the basis ofamounts
exp€cted to be paid to the tax aufiorities.

D"fened inconv tqes
Defenen income tax ;s rsoSniud on temporary ditrerenc€s arhing b€tween the tax bases of &ss€L! and
lisbilitjes and their carrying amounts in lhe financial sla!€m€nts. However, defercd tax liabilities aIE not
r.coSnized if they arise from the initial r.{oSnition of Soodwill; defeEed income [3x is not accounted for
if it arises from initial rccognition of ar asset or li8bility in a t_ansecfion oth€r tlarl a business

combination that at th€ time of the lransaction affects n€ither sccounting nor taxable profft or loss.

Income taxes
The tax exp€nse for th€ period compris€s current and defened tax.

Defened income lax is delemrined using tax rates (and laws) lhat have been €nact€d or substantively
enacted by th€ balanc€ sheet dal€ and are expecled to apply when th€ related def€ned income tax arset is
reil;zed or the deferred income tax liability is s€trled.

Ixfened incom€ tax ass€rs are r6.8nian only to the extent lhat it is probable that futue taxabl€ profit
will be available against *tich lhe temporary differences can be utilired.

Defened lax relating lo ilems recoSnized outside profit and loss is recoSnized in corelation to the
und€rlyinS transacrion both io OCI or dir€ctly in equity and not in tle company's slatemenls of profil or
loss and other comprehensive incone.
D€fened income &x assets and liabililies are offset when tlere is a l€gally enforc€able right to offset
currcnt tax assels against cuiient lax liabilities and when th€ defened income raxes assets and liabilities
relale to income tixes levied by lhe same llxalion autho.ity on either the sam€ taxable enlily o. d;frer€nt
taxable entilies wh€re ihere is an intenlion to seEle the bslsncss on a net b6is.
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Affe d and defened tat Iot t he ycat
Current and d€ferred tax are recognized in profit or loss, except wh€n they rclate ro irems that are
rEcosnized ;, oth€r comprehensive income or direcrly in €quiry, in which case, lhe currenr and defeE€d
ta\ are alsorecognized inother compr€hemive income or directly in equity rcspectjvely.

Yalue-added Tar (YAD
Revenue, expenses and asrets are recogniz€d n€t oflhe amount of VAT, exc€pr:

. where the VAT incuEed on a purchase of ass€rs o. s€Rices is nor recovemble from rhe lax
authoriry, in which case fie VAT is recognized as pan ofile cost ofacquisition oI rhe asse! or
as part ofth€ exp€nse item applicable; and

. receivables and payables rhat are stared wirh the amount of VAT included.

Diluted sminSs per shar€ amounrs are calculated by div;ding n€l income by ihe weighted average
numb€r of ordiDary shares outstanding durinS the year plus the weight€d average number of ordinary
shares outsunding that would be issu€d or tie conversion of all the dilutive potential ord;nary shares

Provisions are m€asur€d at the estimated expenditure required to settle lhe pr6€nt obligation, bas€d on
the most reliable elidence available al lhe financial position &te, including the risks and uncertainties
associated with the prcs€nt obligation. Any reimbursement expected to be received in lhe course of
settl€mst of &€ present obligalion is recrgnjud, if vitually c€rtain as a seFrale assel not €xce€ding

the anount ofth€ related provision. Wh€re th€re are a number of similar obligations, the likelihood $at
an outflow will t€ required in settlement is determined by consid€ring the class of obligations ss a

wholc. ln addi6on, lonS-term prolisions ar€ disoount€d to their prcsent values, where time value of

Provisions arc rcdew€d at each financial position date and adjusted to reflecl the curent b€st €stimat€.

In thos€ cas€s wh€re th€ possible oudlow of e.onomic resource &s a rerult of prcse obligarions is

considered probabl€ or remol€, or the amount to be provided for cannot be measu€d rcliably, no l;ability
is recoSnized in the financial stat€ments.

Probable inflows of economic benefits tha.t do not yet meet lhe recognitron criteria of an asset are

considercd contingent assels, henc!, are not r€cognized in th€ financial stat€ments

Continqencies
Contingenl liabilities represent possible obligations whos€ exislence will be crnfirmed only by the

occurence or non-occurence of one or more uncertain futur€ events not wholly thin th€ conlroloflhe
Conpany. They ar€ not recognized in tle financial stateme s but are disclos€d urless the possibilit) of
an outflow of resour@s embodying economio b€nefits;s remote.

A contingent ass€t is nol re@gnizEd in the financial stal€m€nts bul disclosed when an inflow of
economic benefits is probable.

Eaminqs per Sharc
Basic e3min8s per share is calculal€d by dividing ner income by the wei8hred average numbe. of
ordinory shans outstanding duin8 the ye3r, adjusted for any subsr4uent stock divid€nds declar€d.

Book Value per Share
Book value per share is calculat€d by dividing srockholders equity by th€ w€i8ht€d average numb€r of
ordinary shar€s outsranding during lhe ye3r, adjust€d for any subsequent sl,ock divid€nds declared.

Prcvisions
Provisions are r€cognized when p.es€nt obligations will probqbly l€ad to an outtlow of eonomic
rEsources and they can be estimEied rcl;sbly even if $e timing or airount of the outflow may still be

u.c€rlain. A pr€sent obligation arises fiom the pres€nc. ofa l€gal or constructiv€ commirment thot has

r€sulted from past elenls.
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31. SIGNIFICANT ACCOUNTINC ESTIMATES AND JUDGMENTS

Subseoueot Everls
Post year-end €vents that provide additional informalion about the Company's posir,on ar financial
position dale (adjusting evenLs) de reflecred in the financial stat€menls. Posr year end €vents lhar are not
adjusting events are disclosed in the notes to financial statemenls *hen material.

In lhe application ofth€ Conpany's accounting polici€s, wNch are d€scribed in Nole 30, management is
required to make judgmentq estimat€s and assumptions about th€ carrying amounts of assets and
liabiliti€s that ar€ not readily apparenr from other sources. The €srimates and associated assumptions are
bas€d on historical exp€rience and olher faclors ftat are crnsidered to be relevanl. Actual result may
differ liom these estimates.

The e.rtimates and lnderly;ng assumptions ar€ reviewed on an ongoing basis. Revisions to acaounting
€stimates arc reaogniz€d in the period in which the ertimat€ is revised if the revision sllects only tlal
period or in $e period ofthe rcvision and futw pqiods iflhe rcvision atrecls both cun€nt and futur€

Judqnents
In the proc€ss of applying $e Company's accounting policies, msnagemetrt has mad€ judgmenrs, ap6rt
from those involving €stimalions that h8ve the most sigificant €ffect on lhe amounts r€.ognized in the

fimncial stalem€nts:

Fat valu. MeMenenl of Fiturc|al lnstunents
When the fair values of financial assets and financisl liabiliti€s record€d in ih€ slatement of financial
position cannot b€ measured based on quoted pries in active markets, their fair valu€ is measured usinS

valuation techniques including tbe DCF mod€I. The inputs to these models Ere tak€n fiom obserlable
ma*ets where possible, but where this is not feasible, a deg.€e ofjudgined is requir€d in €slablishing
fair valu€s. Judgments include considerations of input! such as liquidity risk, credit nsk and volatility.
Changes in assumptions aboul rhese faolors could affect th€ reponed fair value of financial instuments.

The Company's rcvenue @og.i1ion policies requir€ use ofstinates ard assumptions lhat may afiecl
ille reponed amounls of .€venue and receivables.

De te rmi ni ng Fw t io nal Cw rc ncy
Based on the economic substance of the underlyinS circumstances relevant to the Company, the
functjonal curr€ncy ofthe Compan) hd b€en detemined lo be the Philippine p€so. The Philippine Fso
is the crency of ihe primary economic environment in which the Company operat€s. It is th€ curercy
that mainly influences th€ r€venues and expenses of the Company.

Estimates
The key assumptions conceminS rhe futur€ md other $uces of estimation uncenainty at lhe finarcial
position date rhar have a siSnificant risk of caus;n8 a mateiial adjuslme.l to th€ caryhg smounts of
assets and liabiliries within the ne"'( unancialyearare discussed below.

Deternination ol Foi rahes ol Fimncial Assets

Fair value d€t€rminarions fo. financial assets are b6ed generalu on listed market prices or brok€r or
dealer price quotations. If p.ices are not readily determinable or if liquidatinS the posilions h reasonably
expected 1o affect ihe ma.ket prices, fan value is bosed on their intemal valuation models or
managemenls estimste ofamounls thal could be realized under cun€nt m&kel condilions, assudng an

orderly liquidation over a reasonable period oftim€. The 
'rse 

of assumptions could produc€ materially
diffe.ent esrimat€s of fair valu€.

EMPIRE INSURANCE COMPANY



I!NIPIRE I\-SURANCE CIOIIPANY
NOTES TO FINAN(]IAI STATtrMENTS

The amount and timing ofre@rded expenses for any p€riod would diff€I if the Company mad€ diIIer€nt
judgm€nB or utilirad d;ffe.ent eslimates. An incr€ase in rhe allowanoe for impairnent losses on

receivables would increase recorded operatinS €xp€ns€s and decrase cunent ass€b.

The Ultinate Liabilitt Atisingfron Claim Made Under lnsnance Contratts
The estimaiion of the ultimate liability arisinS from claims made under insumc€ @ntracts is the

Company's most critical ac.ounting 6timate. There ar€ several sources of uncerlainty that need 1o be
considered in the estimateofthe liabilily thal the Company \rvill ultimately pay for such claims.

Estimates have to b€ ftad€ for rhe exp€cted ultimate cost of claims reponed at the repo.tinS date. l! can

iake significant period of time belbre the ulrimate claims c.st can be establish€d with c€nainty. Tte
primary t€chniqu€ adopted by manaSemenl in eslimating lhe cost of notified is that of u$ng pasl claims
settl€nent lrends to pr€dicl futurc claims sedement trends. Al each end oflh€ reponine p€riod, prior
year claims estimaled are ass€ss€d for adequacy and changes made arc cha.g€d lo provision. Claims are

not discounled for the lime value of money.

The assumption underlyinS the estimation of re claims provision is lhat a Company's past claims
d€velopment expe.ience @ be used to projar tutu'e claims development and henc€ ultimate claim
costs- Historical claims developm€nl is analyz€d by accident years but can also be tu(her analyzd by
significant business lines and claim types. Large claims are usually addressed by being reserved ai the

face value of loss adjusteas estimates. Assumprions used are fiose implicit in th€ his.orical claims
development dala on which the projections are bas€d.

Estinated Allowonce for lnpairdent Losses on Recetuables
The Company evaluates tI€ possibility of losres that may aris€ oul ofth€ non-collection of receivables
bas€d on a cstaif, p€rcentzge ol lhe outstanding balanc€ of rece;vable and on an evalution of the

curr€nt siatus of the account. However, a! of De4ember 31, 2016, no allowanc€ for impairmenl loss€s

was prcvided for, as the accrunB w€re deEm€d fully coll€ctible.

Estinated UseIul Li'es of Ptope y dnd Equipne
The Compa.y reviews mnually lhe estimated useful lives of propeny and equipment bas€d on the p€riod

over which the assets are €xpected to b€ available for use a.d a.e updated if expechrions differ f.om
previous €stimates du€ !o physic&l wear and tear, technical or commercial obsolescenc€. It is possible

lhat future resuhi ofopemtions could be materially aff€cted by changes in lhes€ estimates brought about

by chanSes in the faclors mentioned.

Fia cialArsets and Liabilities
The Company caries certain financial arsets and liabilities al fair value, which r€quir€s extensiv€ use of
accounting €slinates and judgment. while signifi@t compon€nt of fair value m€asuemen! \€re
determined using verifiabl€ objeclive evidence (i.€. fore;gn exchange mies, interest rate), tle amount of
changes in fair value would differ iithe Company utilized different value methodology. Any changes in
fair value of these financ;al assets and liabilities would affect dir€cily lhe slatemenls of other

comprchensive income and statemenls of chang€s in equity. ta; values of financial assets and liabilities
are disclos€i in details in Note 25.

Tle Company assess€s impairment on assels wh€never evenls or chsnEes in circumst$ces indicB& that

the ca.rying amount of an asset may not b€ recov€mble. The factors that th€ Compary considen

imponant which could trigger an impairment revi€w include ihe followinSl

significant underperformanc€ r€lative io lhe exp€cled hisloricsl or projected futur€ operatinS resutts;

siSnificant chsnges in the manne. of use of the acquir€d ass€lr or the stsate$/ for oveisll busine'5s;

signifi cant negative industry or economic trends.

An impairment loss is rcao8niz€d whenever tle ca.rying amount of an asset exceeds ils recovemble

amount. The r€coverable amounr is the higher of an assel's fair value less costs to s€ll. The fa;r value

less costs to sell is the mounl obtainable from the s3l€ of an asset in an arm's length fansaction while



EMPIRE INST]RANCE COIIIPANY

No indicstions ofimpairm€nt $€re noted on property and equipment as ofDec€mber 31,2016 and 2015.

Rivenue Regulation No 15-2010

value in use h the present value ofesrimated tutrc 6h flows expected to arise from the cotinuing use

of an ass€t and from ils disposal ar rhe end of its usetul l;fe. Recoverable amounl! ar€ estimated for
irdividual assels or, if it is nor possible, for the crsh-gereraling uit to which ihe sssd belongs.

In delerminhg the prescnt value of estimaaed future cash flows exp€cted to b€ genemted iom th€
cor nued use of the ass€h, lhe Company is requir€d to make estjmales and essumptions lhal car
materially affect the financial stalemenls.

Re t ire ne nt Be neJi t O bl igati a,
The cosl oflhe defined b€nefii pension plan and other post-employme.t medicalb€nefits and the prcsent
value oflh€ pension obligation are determined usinS actuarial valualions. An actuarial valuation invol!€s
maHng various assumptions thal may differ f.om actuai developments in lhe tutur€. These include the
det€rmination oflhe discounl m!e, future salary increises, morlality mles and furure pension inor€ases.

Due to the complexilies involv€d in the valuation and its long-lerm natur€, a defined ben€fil obligalion is

highly sensitiveto chang€s in these assumplions. Allassumptions are review€d at €ach reporting date.

The valuation .esulls are based on the employee data as of valuation det€s as provided by the Company.
The av€rege discount rate was based on bootstrapped PDEX PDST-Rz rates al various tenors 3s of
Dec€mber 3i,2016 and 2015. Assumed discount rate is used in the m€asurcm€nl of the prcsent vrlue of
th€ obligation, service and interest cos1.

Delerred Incone Ta, Assets

Th€ Company reviews ih€ carying mounts of deferred income tax assets al e.sch financisl positioD dste
and reducd d€fen€d income iax ass€ts to lhe €xient that ;1 is no longer probable lhat sulnci€nt irxable
prolit will be avsilable to allow all or part ofthe defenei income tax alsets io be utilized. How€ver,
therc is no assurance thar the Company will eenerate sufiici€nr taxable profit to allow all or pan of the
defenEd incon€ Ex assets to be utilized-

Th€ Company is cunently a party litigont in c€rlain case. The €stimate of lhe probabl€ cosl! is b&sed on
the amlysis of potential resuh in consultation with legal coulsel.

32. SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF INTERNAL
R.EVENUE

On Novemb€r 25, 20 10, the Bureau of Intemal P.evenue (BIR) hsued Reyeiue Regulafion (RR) No. l5-
2010 which took effecl on Dec€mber 29, 2010 which provides for additional informstion re4uirei to be

disclosed in the notes to financial slat€ments regarding taxes, duties and license fee, paid or accrued,
during the taxabl€ year. Specificslly, the disclosure should include lh€ fotlowing: (a) amount of Value'
Adde! Tax (VAT) output laxes decleed during the year with acoount title s,d amourrs; (b) Bmoufll of
VAT tnput taxes claimed; (c) landed cost of imports and th€ arnount ol customs duti6 and tarif f€eq (d)
amounl of excise taxes, classified p€r major produd caregory; (€) documentary darnp rax (DST) on loan
inslrum€nts and other trsnsactions; (t all other taxes, local and nalional, license and permit fees lodS€d
und€r laxes and lic€nses accounr both under the Cost of s3les and operaling €xpense accounts;
(g) amount of wirhholding tax€s;(h) periods covered and amounts of deficiency assessm€nrs; and (i) tax
cdq8 dd amounts involved.

NOTES TO FINANCIAL STATEMENTS



f,MPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

3. Non-op€raling and Taxable Other lncome

201()

Others P 286,178

4. It€mizri Deduction

2016

Provision for profil sharing

Dcprcciation and &nortization (Noie 7)

Trlrlipondio'l aDd lrav.l
OfEccls' and emploFcs benefits

Alsociarion 8nd pool ducs
Conmuni@tion and poslage

Rcprlsnt&rion &d encrtaimenr
P.inting, stationery ed supplics
Dir.clors' tus and allo$€nces

R.pairs and maintenecc

Bs and s.rvice chriSe
Donalions and @nEibuiioN
Misell@ous exDerN€s

P 9,276,166
7,589,525
4,285,65
4,01?,215
2.016,26t
t,a2\927
1,517,2t4
1,26E,0t6
1,04&E0r

954939
762,484
7t5,7t6
ffi,256
521,523
511,500
4tz62t
26\E96
t44,621
l3q2lJ
105,355

96,825
92394
46 443
l0 500

7.73&283

941

5. Tues and Lic€rlr.s

The detnils ofthe Company's taxes and liccns6 ar€ prcs.nted in No. 5 and 6 ofRcvcrur Rcgulation

No.l5-2010 not s.

6. Other Information

AU oth€r informi.ion EEscribd to bc discloscd by thc BIR has b.ar incld€d in this not .

o." 
fr.ur 

oz zorr
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MAM & Co.

The Shareholders and the Board of Directors
EEpire Itrsurstrce Compstry
2"d Floor Prudential Life Plan Bldg.
843 A. Amaiz Sffeet, Makati Chy

Phon: +63 (2) 89+5183
+ e)493.1fi9

Far: 163 (2) 894793
Enait nerczdo_cpa@y€hoo.can
WebtL: tundc..!o.@

SIJPPLEMENTAL SI'ATEIITENT OF INDEPENDENT AUDITORS

we hsve audited the financial statements ofEmpirc Insurarce Company as ofand for lh€
year ended December 31, 2016, on which we hsve rendered the attach€d .eport dsted
Ap 11,2017.

In compliancr with SRC Rule 68, we are stating that the Company has one hundrcd
twenty three ( I 23) shareholders each owning I 00 or more shares as of December 3 I ,

2016 as disclosed in Note l7 to the financial strtements.

M.A. MERCADO & CO.

MARCELINO A. MERCADO

Tu Id.ntificlrio No 102-921'222
PT.R No 5919316i hsu.d on,bury ll,2017,MalauC y
sEC Ac.Edihrion No. l53l-A {Gb!D c)
Isu.n Fe&u.y 3, 2016; vdd mtil F.bruary 2, 20 l9
BIRAcsdilllionNo. 08i033]8-2-2015
rasu.d scflmb.. r, ml5; vdid u,rtil s.Drcmb€r 29, 2013

Fimt BoA,,PRc cln orR.8 No 5658
Issu.d F.!n!ry I7, 201 5; V.lid ulil DlEmbs I I , 20I 7

Fim's SEC a@r.di[lion No 032GF (Goup c)
IssD.d F.bnEy 3, 2016i valid util F.bruary 2, 2019

Fim\ BIRAccEdit ion No. 0E406171-000.2015
I$u.d Mmh 26, 201 ti vtlid unlil Mlrcfi 26, 201 8

Aptil17,2Ol7

it.AirERcaDoaco.
C.nified Public Accounbds
2109 Civand 10 Tower 1

,56 H.Y D6la cosra st€6r
6E15 Ayala Avonre Nonh
1226 Makati Cty, Phtiryitos



9pMAM & Co.

-Aprit 17,2017

lll. A" I{ERCADO & Co.
Canifred Publi. Affiunbds
2109 Cuand 10lo*.r 1

,56 H-Y. Dela Costa St/o€t
6815 Ayala Awnue No,th
1226 Makali Cfty, Phliwkes

Phoho: +63 (2) 89+5783
+63 (2) 89"1tu9

fax: +C'3 (2) 89479i
Eanall: horcado cpa@yahoo.coh
Wabsile: ndne4 do.6a

The Shareholders and the Board of Directors
Empire ItrsuraDce Compatry
2"d Floor Prudenrial Life Plan Bldg.
843 A. Amaiz Street, Makati City

We have audited in accordance with Philippine Standards on Auditing the financial
statements ofEmpire Insumnce Company as at and for the year ended Dec€mber 31, 2016,
and have issued our report thereon dated April 17, 2017. Our audit was made for the purpose

offorming an opinion on the basic financial statements taken as a whole. The accompanying
schedule ofall effective standards and interpretations is lhe responsibility ofthe Company's
management. This schedule is Eesented for the purpose ofcomplying with Securities
Regulation Code Rule 68, As Amended (201l) and is not part ofthe basic financial
statements. This schedule has been subjected to the auditing procedures applied in the audit
ofthe basic financial statements and, in our opinion, fairly states, in all material resperts, the

informalion required to be set forth therein in relation to the basic financial statements taken

as a whole.

M.A. MERCADO & CO.

MARCELINO A. MERCADO

Tu ldanifsiim No 102-921-222
P.T.R No.5919816rl$uedo!Juury ll,2017,M.kaliCit
SEC Aer.dildion No lJll.A (Gbu! C)
I$!.d F.brury 3, 2016; v.lid utn r.brury 2, 2019

BIl Aar.dimio No 08iorll3-2-2015
bsu.d sorab..29, rl5i vllid uftil scDteobo29, 2013

Fim's DOA,,PRC C.n ofR.g No.5658
I$r.d F.hury l r. 2015: v.lid mnl Dcrmb.r 31, 201?

Fim s SEC Ac.idiii,tim No 032GF (ONp c)
Issu.d F.brJrry l, 2016i v.lid mlil Fcb@ry 2, 2019
Fim'! BIR A@rdiEli@ No 08-0061 73-000-2015

Isu.d M!E[ 26, 20r 5, vdi] uril Meh 26, 2013

II\tDf, PENDENT AUDITORS' REPORT



ENTPIRE INSURANCE COMPANY
SCHDDULE SHOWINC FINANCIAL SOUNDNESS INDICATORS

IN TWO COMPARATIVf, PERIODS
UNDtrR SRC RULE 68, AS AMENDf,D

DECEMBER3T,20T6

2016 2015

ASSETMANAGEMENT

FiEd6eti)mE
0.0J

l.4l
002
268

1,97

t.20

SOLVENCY

Equny-iGaeb mlio
Assl-&l*quity ralio

0.09
0-5E

0.61

1J8
0.r1

0.08

0.52
066
t.52
0.34

LIQTJIDIIYMANAGEMENT

PROTITABILIIYRATIO

OFhting pretil Mgin
12yr

28%
iyo
t10/.

2v"

1. ASSf,T MANAGEMEN'I'

2, SOLVf,NCY

a. Ass€t turnover mtio calculates the total r€venue for €very p€so of ass€ts a Comp6ny owns. There are

8€neml rule that should be kept in mind when calculatinS asset tumover. Ass€t tmover is meant 10

mersur€ a Company's efliciency in usin8 il5 sssets- The highe. the number,lhe beser, alfioLrgh
inv€stors musl b€ sure 10 compare a busines! witl $€ same line of induslry. It is fallacy to compare
compler€ly unrelat€d businesses. Th€ higher a Company's asset tumov€r, tle low€r it! profit ma{gin
tends to be (and vice versa).

For every peso ofassets on hand,lhe Company is generating 3 centavos and 2 cenlsvos in sales as of
D€c€mber 3 l, 2016 and 20 15, respeclively.

b. Fixed oss€t turnover meisurss a Company's sbility to g€nerale net income from fixed ass€ts. A
high€r fixed ass€t tumover ratio shows lhat lhe Company has b€.n mor€ effective in using the
investm€nlin fixed assels to Senemte income.

As of December 31, 2016, and 2015, the Compan)'s fixed assets lumover is l.4l and 2.68,

Solvency ratio quantifies the size ofthe Company's aft€r lrx incom€, no counting non-cash
depreciation exp€ns€s, a! contasled to ihe toral debt obligations ofth€ Company €xcludinE defened
tax liabililles. Ac.eptable solvency ralios ,lary from indusrry lo indus.ry. However, as a geneml rule
ofrhumb, a solvency ratio higher than 20% is considered financially sound.

b. Debt-re€quity ratio is c&lculated by dividing total liabilities by total equity. This Etio shows rhe

financial flexibility andthe long-term capital siruclure of ihe Company. The rule of thumh d€bt
equily ratio should not b€ nore than 2: I .

t.92
t.24



Equity-to-asret ratio measures the proporrion ofcompany's assets financed by theownerls equiry.
The equity to asset ratio of the Company indicare! rhal each of p€so ofequity, rhe Company h; ,63
and .66 in ass€is as of Decemb€r 31,2016 ed 2015, rerpe.rively.

Asset-to-equity ralios used as a mcasure of the company,s teverage and tona-term solvency. Il
conpsres toaal assets to rotal shareholder equiry.

D€bt ratio indicates what proportion ofd€bt a comp6ny has relative to its assets. The melsur€ gives
an id€a to th€ l€vemge olthe company alonS wirh the porentialnsks th€ crmpany face! in r€ms of its
dett-load.

Cun€nt ntio is lhe most commonly us€d mensure oflhe liquidity ofa Company- This ratio mEsures
how many p€sos olcun€nt asseb are available to pay one peso wonl of cudenl liabilities-

I The intere.lt coveraSe ralio is us€d to d€rermin€ how eas;ly a Company can pay interest expenses on
oulstanding debl. The mtio is calculated by dividing a Company's e$nin8s before inre.est end raxes
(EBIT) by the Compa.y's interest expenses for the sam€ period. The lower th€ rstio int€resl
coverage, the larger the d€bt burden is on th€ Company. Also known as interesl coveraS€-

As ofD€{emb€r 31, 2016 and 2015, the Compony has no long-term debl.

3. LIQUIDITYMANAGEMENT

Iflhe ratio is less than l, cunent liabilities €xc.eed current assets and the Company's l;quidity is

theat€ned. A high currenr rafio is a favorable condilion financially b€cause it indicates lhe ability to
pay curent liabilities from conv€rsion of cunent assets inlo cash. The rule ofthumb has been tlal a
cunent ratio below 2 susaests the possibility olliquidity problems. The curent r3tio h cun€nt assets

divided by the currenl liabiliries.

The Company is able to cover ev€ry peso of ;ts cunent obligations wiih 1.92 in curi€nt assels as of
D€ccmb€r 3 1, 2016 and 2015.

b. Quick ralio also known as liquid ratio conside.s only the liquid forms ofcurrent ass€t! thus.€v€ling
the Compony's reliabilily on inyenlory and olher current alslts to se e shon-term debts. As of
Dec€mber 31,2016 and 2015, the quick mtio ofthe Company is r.20 and 1 24, resp€ctively.

4. PROTITABILITYIIATIO

Profitability ratios (slso refeffed to as profil margin mtios) comPffe components of income with sales.

They give us a, ide3 ofwhal makes up a Company's income and are usuallv expr€ss€d a! a portion of
€ach peso ofsales.

a. Gross p.ofit margin mlio indicates how much of every Peso ofrev€nues is l€ft afler cost ofs€Pie1

b. Operating profitmargin h a mtio that;ndicates how much ofeach P€so ofrevenues is Ieft over after

operaling exp€ns€s.

c. N€lprofil margin indic.rl€s how much ofeach peso ofrevenu€s is len over after allexpens€s'

d. Retum on €quity measures the p€rceniaSe retrrn on the actual invesrm€nts mede by re stockholdeB'

.Csarule of ihumb, companies wift return on equitv siS,ificanrlv below l5% ar€ doing poorlv

Companies with relum on equity consistentlv above 15% ate doinS weu'

€. Retum on assets ratio me-asures how €fficiently profib are beinS a€nerated from the assets employed'' 
rtr" t igtteI rt e t"ru*, ttte more eflicient managiment is in utilnng ils ass€lbas€' As a rule ofthumb

retum on assets should not be less lhm 5ol0.



EMPIRE INSURANCf, COMPANY
Philippine Financial Reporting St&ndards (PFRSs)

and lnterpretations
Effective as of Decenb€r 31, 2016

PFRSS AND INTMPREIATIONS
mectr s ofDecemb.r 31,20r6

Nor Not

Frlmewrk for the PreparutioD .nd Pres eDtai on ofFinlnci.l

ConceptullFnmwork Phase A: Objectives and quantitative

PFRSS Practice Stltement l,Ianase me nt Cohmc ntlrv
PFRS I
(Re!iseO

Frsl'tirE Adoption of Philippine Financial Rrponing

ArendnEnts to PFRS I and PAS 27:Cost ofan
Inv€strent in a Subsidiary,Jointly Controled htity or

AoEndrEnts to PFRS l: AddirionalB€nprbns for

AnEndmnts to PFRS l:Limited B€rption from
CompaEtive PFRS 7 Disclosurcs &,r FiEt-time AdoDte6
Are.dftEnts to PFRS 1: Severe Hyperinflation and
RemovalofFir€d Date for Fi6t.lift Adopters
ArEndmnts to PFRS liGoveftftnr Lans

PFRS 2 Share-based PaynEnt
Amendmnts to PFRS2:VestinA Conditions and

Amndrents to PFRS 2: Croup Cash-settled Sharc-
based P.yriEot Tlansactions

PFRS 3
(Re!iseO

Bus iness C.mbinations

PFRS 4 Insura.ce Cont.acls
AnEndnEnts to PAS 39 and PFRS 4: FinancialGramntee

PrILS 5 Non-curentAss.ts Held for Sale and Disco.tinu€d

PFRS 6 E)elomtion for and Evaluation o fM ineral Resou.ces
Financial Instrumnts : Disclosuret
Amndmnts to PFRS 7:Ttrsitio.
AnEndrEnts to PAS 19and PFRS 7:Reclassification of

Amendmnts to PAS 39and PFITS 7: Reclas s ification of
FinancialAssets - mective Dale and Tmsition
AiEndmnts to PFRS 7: Iftprovi.g Disclosure about
Financial InstrunEnts
ArEndrpnts to PFRS 7:Disclosurcs - TEnsfer of

Amndmnts to PFRS 7: Disclosurcs , OtrsettinA Financial
Assels sn.l Finan.ial Iiat'ililies
ArEndmnts ro PFRS 7: Mandarory mective Date of
PFRS 9 and Transition Disclosures

PFRS 8 Operatins Segnrents
PFILS 9 Financial I. strumots

Arrndmnts to PFRS9:Mddarory Effective Dat€ of
PFRS 9 and Tnnsition Disclosu.es

IT 1
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PFRSS AND INTRPRETATONS
0l Dccon,hr 31.2{}16

Nor

PrRS t 0 Consolidated Financial Sratercnts
PFIL! 11

PFRS 12 Disclosure of Interest in Other |Ititi€s
PFITS 13 Fair Value Measur€ment

Philiprine Accountins Stan&rds
PAS I
(RedseO

Pres en tation o fFin ancia I Slaterents
Arendrents to PAS I: Crapital Disclosurcs
ArEndtrEnts lo PAS32and PAS l:PuttableFinancial
hstruoEnts and Oblieations Arisins on Liquidation
Amndmnt to PAS l:Prcsentarion ofltens ofother
Conprchensive lncom

PAS 2
PAS 7 Statercnts of Cash Flows
PAS II Accounting Policbs, Changes in Accounting EstitrBtes

and &rors
PAS IO Events After th€ Repotine Period

PAS 11 C.nstruclion Contmcts
PAS 12

AIrMdmntto PAS 12 - r&ftE€d'r'ax Recovery of

PAS I6 Prcpeny, Plant aod Eqtriprrent
PAS 17

PAS I8
P,\S t9

ArEndrEnts to PAS 19: ActuarialGains and lrsses,
GouD Plans ad Disclosures

PAS I9

PAS 20 Accounting forGovemnEnt Gants and Disclosures of
C,ov€mrEnt Assi!tdce

PAS 2I the Effect ofchanse" in I oreisr l'\chese R les
AmDdrent:Net Invesrmnt in a Foreisn ODeEtion

PAS 23
(Re!iseO
PAS 2:l
{Re!iseO

Related Patv Disclosurcs

PAS 26 Accountins af,d R€Eottbs by Rclircmnt Benefit Plans

PAS 27 Consolidated and Sepamre Finan.ial Statemnts
PAS 27

Sepamte Financ ial Statemnts

PAS 28 InvestfiE.ts b Associates
PAS 28 Investmnas in Associales and loi,rt V€ntu.es

PAS 29 Financ'al ReDonina in Hyp€rinfl al ionary Fronomies
PAS 3I Intercsts in Joinr Ventures

PAS 32 Financ ial Instru mnts: Dis clos ur. und Presentation
AtrEndrEnts to PAS 32 and PAS l: Puttable Finecial
lnsttumnrs ed Oblisations An.De on Lhudalion
Arnendmntto PAS 32: class ificat ion oftuahts lssu€s
AtrndiEnts to PAS 32:oflsetting FinatrcialAssets &d
Fhancial tiabilities

PAS 33
PAS 34 Interim Financial Reponing
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PFRSS AND INTMPRETATIONS

EectiE B ofDecenber 3l,2016
h\ot Not

Apdicsble
PAS ]6 lryaim]ent of Assets
PAS:]7 Cnnt Liabilitics and Cont
PAS ]8
PAS ]9 Financial I0 s lrumen1s: Recoanilion and Mcasurement

AnEndmnts to PAS 39:TEnsnion od Inirial RecoAnition
ofFinancial A ss ets and IiDecial Liabililies
ArEndnrents to PAS 39: Cash FIow HedAe Accounring
of Forccast lntragmup'ha.saclions
ArEndnEnts to PAS 39: The Fan Value ODrion
ArEndnEnrs to PAS 39and PFRS 4:Financial Guamnte€

ArEtrdrEnrs to PAS 39ed PFPS 7: Reclassification of

AnEtrdrEnts to PAS 39 and PFITS 7: Reclassification of
FinacialAssets - Effective Dat€ rnd TmsirtioD
ArEndrEnts to Philppine Interpreration IFRIC - 9 and
PAS 39: Embedded Dcrivatives
Arndments to PAS 39: Elisiblc Hedeed ltenls

PAS IO InvestrEnt Property

PAS 4I
PhiliDrine Interrretations
IFRI(' I ChanAes in Ff,isting D€conmissioning, R.sroEtion and

Similar Uabilities
IFRIC 2 M€ribers' Share in Co-opemtive htities and Similar

ImIC,l Determining Whetheran ArranEerEnt Conlains a ltase
IFRIC 5 Rights to Inlerest Arising Aom Decomnissioning ,

R!storBtion and Frvironmental Itehabilitation Funds
IFRJC 6 Liabilities arisinA 6om Panicipalrng in a Specific Market-

Waste Electrical dd El€ctrcnic lituipmnr
lm(r7 Applying the Restatemenl Appoach underPAS 29

I inaDcial ReDofl bp under HlDcm0ationdry t onoks
IFRIC 8 Scope ofIFRS2
IIRIC 

'
Reassessm.t of Fmbedded Derlvatives
Arndrref,ts to Phitippine Interprelation IFRIC - 9 dd
PAS 39: Ernbcdded Derivatives

IFRJC IO lnterim Financial ReDorline and lnDairmnl
IFRIC 11 PFRS 2 - Croup od Treasury Shrres TEnsactions

IFRIC 12 Servic€ Conc€ssion Anangemnls
tr'Rla 13 ChstorEr t yalty ProgE rrms
IFRIC I4 The l-imit on a Defiired B€nefit Asset, Minimm Funding

RequirenEnts and their Intemction
ArendrEnts to Philippine Interpretations IFRIC-14,
PrEpayrnenls of a Min imum Fund ins requiremt.

IIRIC I6 Hedges ofa Net InvestrEnt in a Foreign Op€rdtiof,s

IFRIC I ? Distributions ofNon'Cash Assers to OMers

IFRJC 18 Tmnsfer of Assets to C\stomF
IFRTC I9 FJaitrcuishins F;nanc ial Labilities with Equity hstrutrEnts
IFRIC 20 Stripping Costs in the Prcduclion Phase ofa Surhcc

Mine
slc 7 Introduction ofthe turo
SIC IO CDvdrnt Assis.ance -No Specific R.htion to

T ]
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PFRSs AND INTBPRETATIONS
lrfectiE as ofDecember 31,2016
SIC.l2 Consolidation - Special Purpos€ Eotiti€s

AnEndrEnt to SIC- t2: Scop€ ofSIC 12

stc-13 JoiDtly Contrcled htities - Non'Monetary Contnbulions

Src.15 Operatinp lFases - Incentives
stc-25 IncooE TaEs - Changes i. the'laxStatus ofan Fitny or

its ShatEholden
stc-27 Evaluating th€ Substance of Tmnsactions involvina

the t aalformofakase
slc-29 Service C.ncession Arltngeftnls: Disclos ures

SIC-3I Revenue - Baner Tnnssctk ns lnvolving Advertising

src-32 Intansible Assets - website (tJsts f l
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