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STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The: managemient of Empire Insurance Compuany s responsible for the preparation and fair presentation of the
financial statements including the schedules attached therein, for the vesrs ended December 31, 201E and 2017, I
sccordance with the precrbed financial reporting framework mdicated theraim, snd for such iniernal soatrol as
mEnagement determings is necessary (o enable the preparption of financial satements that are free from maderial
mirsstatement., whether due to fraud or emror

In prepanmg the Anancml satements, managensent is responsible tor pssessing the Company's ability 1o contimue as
& goang concern, disclosing, as applicable motters rebated 1o going concern and wing Lthe going concern basis of
sccounting unless management sther intends 1o Lguidate the Company or to cease operations, or has no reslistic
ahernative but 1o do w0,

e Board of Directors s responsible for overseeing the Company s financial repoming process

The Board of Mrectors reviews und approves the financial sizbeménts including the schedules sttached therein, and
sibmits the same 1o the stockholders or memhbers

M.A Mercado & Co., CPAs, the independent suditors, appointed by the sockholders, has audined the financial
statermends of the Company in accordance with Philippine Standands on Auditing, god in its repont 1o the
stockholdery or members, has expressed s opimon on the fairness of presentation wpon completion of sech auds

T ROMAN L. SANTOS

Chairman of the Raard Tresgurer

Signed this  day of Apnl, 2019
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INDEPENDENT AUMTOR'S REPORT

The Shareholders and the Board of Directors
Empire Insurance Company

2™ Floor Prudential Life Plan Bldg.

843 A. Amaiz Street, Makati City

Report on the Audit of the Financial Statements
Opinien

We have audied the financial statements of Empire Insurance Company (the Company),
which comprise the statements of financial position as at December 31, 2018 and 2017, and
the related staterments of profit or loss and other comprehensive income, statements of
changes in equity and statements of cash flows for the years then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our epinion, the sccompanying financial statements present fairly, in all material respects,
the financial position of Empire Insurance Company, as at December 31, 2018 and 2017,

™ and its financial performance and its cash flows for the years then ended in accordance with
Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in Auditor s Responsibilities jor
the Audit of the Financlal Statéments section of our report. We are independent of the
Company in accordance with the Code of Ethics for Professional Accountants in the Philippines
(Code of Ethics) together with the ethical requirements that are relevant to our audit of the
financial statements in the Philippines, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and et Ethics, We believe
that the audit evidence we have obtained is sufficient and agrropgigia 4
QU OO, i
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Manugement 15 responsible for the preparation and fair presentation of the financial
staterments in accordance with PFRSs, and for such intemal control as management delermines
is necessary to enable the preparation of financial statements that are free from material
misstatement, whether dug to fraud or error,

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
concemn and using the going concern basis of accounting unless management cither intends to
liguadaie the Company or 10 cease operations, or has no realistic aliemative but w do so,

Those charged with governance are responsible for overseeing the Company’s financial
reporting process,

Auditor's Responsibilities for ihke Audil of the Financial Statements

Our objectives are 1o oblain reasonable assurance about whether the financial stalements 4s 4
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance 15 a high level of assurance,
but is not a guaraniee that an audil conducted in accordance with PSAs will always detect a
materinl misstatement when it exists. Misststements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

=  Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obiain audit evidence that is sufficient and appropriaie w provide a basis for
our opinion. The sk of not detecting a material misstatement resulting from fraud 15
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant
procedures that are appropriste in the circums
an opinion on the effectiveness of the Company’s i

E
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Evzluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty

exisls 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 uncentainty exists, we
are required 1o draw attention in our auditors” report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Company to ceass to continue as a
ZOINg CONCErT.

Evaluate the overall presentation, structure and contert of the financial statements,
including the disclosures, and whether the financial statements represent the underlving
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance reganding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify dunng our audit.

Lawrie
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Report on the Supplementary Information Required Under Revenue Regularions 19-2011
and 15-2010

Owir audits were conducted for the purpose of forming an opimion on the basic financial
statements taken as a whole. The supplementary information required under Revenue
Regulations 19-2011 and 15-2010 in Note 33 to the financial statements is presented for
purposes of filing with the Bureau of Internal Revenue amxd 15 not a required pant of the basic
financial statements. Such supplementary information is the responsibility of the management
of Empire Insurance Company and has been subjected to the auditing procedures applied in
our audits of the basic financial statements. In our opinion, the supplementary information is

fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

M.A. MERCADO & CO.

e
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EMPIRE INSURANCE COMPANY
STATEMENTS OF FINANCIAL POSITION

Motes
ASSETS
Current assely
Cash and cash eguivalents 1631 T 180.407,876 F 253431813
Premiums due from ceding companies 3.26,31,32 19,448,597 14,606,650
Belnsurance recovernble on losses 1263132 57,098, 180 TLETS 3N
Premiums receivible 326,301,312 57,604,585 46,023,711
Commission réceivoble 336.31,32 5,356,836 6, E5T, 220
Premiuns reserve withhedd by ceding comparies  3,26,31,32 T8 107 10,282 662
Sabvags mecovernble 3,26,31.32 G4 453 b, 453
Receivables 526,31, 32 695,211 #37.4597
Current 1nx B55e18 E. | 1, TXT 608 1,872,101
ither curmerd ssssls 42631 1,703,105 20, 707, B0
il 301,229 A28, 145, el
Mom currenl assels
Held-to-muaturity finuncial assits 52631 B4 0054 840 236,517,000
Aovaileble-for-sale finencial peets 62631 161, TRE, bt T 081,170
Property and eguipment 731,32 2% THE AR 3,271,715
Penginn asset 16.31,33 Rd3. 119 2363778
Diker non-curmeni ssseds 5.3 10,445 K63 G IR 141
Diefered Lax sdsed, net 24,3132 1,300,236 -
B41,143,857 555 774 Bk
r 1 o R (]
LIABILITIES AND EQUITY
Linhilities
Currenl Halrifinies
Clabms payoirle 92530 B B1,7I0.6T4 P T3,604.837
Premiums due io reinsurers 16,2530 31,407,749 30,420,521
Commission payahle 15,2530 41,057,003 0 17H 109
Rigerve fior unesrmed peremdisms 13,28 30 114,145,033 BO.204 104
Premivms reserve withheld for reinsorers 13.25.30 TR LM 2 AT EN
Payakles 14,24 30 4. RH5.RTH e 514,436
[kher lishikibies 15,2530 J7,E26.86T 264597138
i1 I QpS
Mom-carrent linbility
Deeferred imx lishiliny, net 23,3031 = 4 500,354
Deposit far future stock subseriptions 17 - 2EH DO
Equity
Share capital 15,2631 450,000,000 250,000,000
Hetained camings ) 0, 680,930 175,258 340
Unrealized gain on avallsbie-for-saie
finandinl assels 626,31 PR
Revnluation resérve on real estae 7 1 :, : :‘. ;N ﬂ&:“EUE
Treasiry stocks 18,31 i A B A N S EUMNTLE DIVISION
Remensurcren: goin I6,31 1L,219.050 2065 98
o 5 E
ol B :
Lra J:-pm.rml—.u.nrl; Nowes 10 Filroreur! Sranemasis I-r_'_ & i—:: E T"" |
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EMPIRE INSURANCE COMPANY
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPFREHENSIVE INCOME

YVears Ended December 31

PMoizs pilE 2017
Underwriting income 213132 P 201314435 F  1TBAGB,923
Underwriting expense 21,31,32 126,970,523 116,378,744
Nt underwriting income 74,343,602 2, 090, 179
Orhier income
Investment 232231 16,798,610 . 9,615,324
Gain on sale of investment 31 9,181,075 21,450,651
Others 31 30,261 36,619
26,011L.846 b 31,102,594
Todal underwriting and other income 100,354,448 93,192,773
Diber direct costs 23,31 20,938,615 15,305,328
General and administrative cxpenses 23,31 48,374,492 49,402,044
Dperating profit before finance income 0,041,341 28,485 401
Finance inconie, net
Foreign exchange gain . 263132 1609318 3,231,688
Dividend income Vo ' 31 13,090,299 8,487,448
15,690,617 11,719,136
Profit belore bonus 45,740,958 40,204,537
Bonus 3l (6 ATILSIT) {5,656, T60)
Profit before lncome tax 39 270,43 34,547,777
Provision for (benefit from) income tax 24,31 205,887 (53,8510
Nel profit for the vear 38974544 35,501,628

Diher comprehensive inorme
Tiem to by reclasrifled to profil or loss

Met gain {Ioss) on available-for-sale financial asseis 6,16,31 (49,198,866) 11,514,629
Tax effect 5,925,047 (57,573}
(43,271.819) 11, A57 056
Mems mod do be reclassified fo prafil or loss
Defined benefit cost recognized in OCI 7
Reamepsurement loss 631,32 (TR4,55H) .
Tax effect T NS, 3RT :
1 £ TAXFPAYERS SERVI 'h} :
LARGE TAZ =
Total comprebersive (loss) income for the yea T _L,H 3 Q58 684
Earnings per share Date
Basic and diluted —
Book value per share — R E/CH

Sre Accompamying Notes to Finmncial Strirmenis, s



EMFPIRE INSURANCE COMTPANY

STATEMENTS OF CHANGES IN EQUITY

Year Ended ecember 31, 2018

Met unrea Hxed Revaluation
Share Retained gaim on AFS Treasary  Remeasurement FERCTVE 00
capltal girmings financial assets stincls galn real estate
(Note 18) (Note 15 (Meotes 6,26.31) (Note 18} (Notes 16,51} {Note 7} Total
Balances at Janeary 1, 2018 F IS0000 080 179,295 340 F sh8|0 288 P (T SEG) P I0655HE P 1449489 F 505592429
Prior vear adjustment A0E.416 - - (297,647 - 110,399
Balance at January 1, 2018 a5 restated AL, (N0 179, 70386 50,810,158 { T, BB 1,768,341 14,494,8% S05. 703,028
Additionnl skare capital b, 0, NN LR TV
Drividends paid (12,000,000 {12,000,800)
Ml profli for the year IR, 974,544 - - - - 38,974,544
Crher compechensive loss . . (45,275 819 = (549.191) - (43,513.010)
Total comprehensive income for the vear = 38,074,544 (43,273,819 = (549,1910) - {4,848, 460)
Balances at December 31, 2013 P 450, (Wi, Do) iR 930 P 16,536,469 P (78860 P LI19.050 P 1449487 T 688,554,561
Year Ended December 31, 2017
Wed unrenlized Roevaluation
Share Hetnined gain on AFS Treasury Remessurement FESETYVE 0N
cagrital enrmings financin| asseis stocks gain real estale
(Note 18) {Note 19) (Motes &,26,31) (Mot L) (Nates | 6,00) [Mate T} Totnl

Balances af Janwary 1, 2017 P 250,000,000 143,7M%,712 P 43,350,552 P (TABA) P ZO0659EE P o l4AtdEUe P 4586330945
Met prafit for the year - 35,501,628 - - 15 501,624
Other comprehensive incomes . 11,457,056 . - 11427055
Total comprehensive income for the year - 15,501,628 11,457 056 : . a 4 958 GRS
Balances ol Decesnber 31, 2017 ™ 2500 (e, D00 179,208 340 P 5810288 P (ThB06; P 206508E P 14404809 P 5!]5,592"_,52‘9_..

O -
S Aocampanyiag Mnoe o Flrardda Seareme ns



EMPIRE INSURANCE COMPANY

STATEMENTS OF CASH FLOWS

Years Ended December 11
Motes 018 2017
CASH FLOWS FROM OPFERATING ACTIVITIES
Profit before incoms tax 39270431 34,547,777
Adjustments for:
Bad debts written off - 2,759,700
Prior period adjustmen 1% 408 146 -
Depreciation and amormization T.31,32 D66 429 1,190,144
Retirement expense 631,32 636,101 368,804
Lnrealized Toreign exchange gain 631,32 (2,604,104 {2,492 B
Gain on sale of investments 31 (9,181,975 09,564, 6]
[mterest income 22231 (16,798,6110) {9,615,324)
Dividend ncame il (13,090,299 (8,487 448)
Foreign exchange gain 26,3132 (5,209) {738,883)
Operating (loss) income before working capital changes (399, 195) 7,767,924
Changes in assess and liabilities:
{Increase) Decrease in;
Premiums due from ceding companies 32530 (4.831,947) (1,101,625)
Reinsurgnce recovernble on lnssey 3263132 15,777 258 1.484.242
Premiums receivable 3,2631,32 (11,581,275) (21,714,622)
Commission receivable 32363],32 1,500,393 0%, B
Premiums meerve withheld by ceding companies 3263132 2684 465 1,71, 08E
Salvaee recoverable 3,26,31.32 - 223,499
Receivables 32631,32 142,186 (658953)
Current fax assets 144 403 50,633.00
Dither current assels 426,31 (995,205) (8,284,119)
Ckher non-current assels 8,31 {1, 158,71} (4,825.924)
Imcrease [Decreass )
Claims payable 8.25,10 8,115,037 (18.904,315)
Premiums due 1o reinsurers 10,2530 (3.013,171) 4 461,253
Commission payahls 11,2530 50,804 9,833 740
Reserve for uneamed premiums 12,2530 A3 B50.919 (360,417}
Payables (42530 (5,618,558) 9,026,481
iOther liabilitites 15,2530 9,711,688 6,975 kb
Cash provided by (umed in) operations 40, 147179 {11,B37,06T)
Interest roceivid 21231 1,847,521 1,802,820
Metcash provided by (uied in) operating activities 41,994,800 (10,034,247)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 22,31 14,951,089 7512, 504
Crividends received 3l 13,090,299 BAGT 448
Purchesa of available-for-sale financial pssets 626,31 (T8,5990,029) (103,568,999)
Proceeds from sale of availabie-for-sale financial asses 626,31 71,268,339 59,740,232

Purchase of held-to-maturity financial assels

uE |(138,350,000)
Tk :
Procesds from disposal of hebd-to-maturity financiol assets s

axPAYERS REﬂ_mam n| TATO2I227

Acquisition of property and equipment vith ASS (1,231,746)
Net cush used in investing activities Fﬂlﬂﬁ&]H#}

Balance camed forward




EMPIRE INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

CORPORATE INFORMATION

Empire. Insurance Company (the Company) was incorporated on December 8, 1949 to engage in the
business and operation of all kinds of insurance, reinsurance, insurence on buildings, nutomobiles, car
and other motor vehicles, goods and merchandise, goods in transit, goods in stomage, fire msurance,
certhgquake inswrance, insurance ageinst occidents, all ofber forms of undertaking to indemnify any
peraon against less, dwmage or lebility srising from unkmown or contingent ewents, excepi |ife

Insurance,

Cm May 26, 1999, the Securities and Exchange Commission spproved the Company’s application of
extension of amended Articles of Incorporation to extend its life for another Fifty (30) vears,

The registered office address of the Company is 2™ Floor Prudential Life Plan Bidg, 843 A Amaiz
Sireet, Makati City.

The finarcial siatements of the Company were authorized for issue on Apnl 15, 2018,

CASH AND CASH EQUIVALENTS

This account consests off

2018 2017
33l i hanks T AS513.207 P 57077, 107
Short-term fnascial asses 183 656 Hi8 196, 1 39, b
Cash on hand 238,000 225,004

P IE0A0T8T6 P 353430813

Cash In banks ezm interest &t floating rates based on daily bark deposit rates, Shori-term financial
mssets hove varying periods between one day and three months depending on the immedizte cash
requirements of the Company, and earn interast at the respective short-term deposit rates.  Interest
income for the December 31, 2018 and 2017 amounted ™ P1,847,521 and P1,802 820, respectively,
{See Note 22}

REINSURANCE

The Company ulilizes nensurance sgresments 1o minimize its exposure (o large losses in all aspects of
its insurapce business, Reinsurance permits recovery of & portion of losses from reinsurers, alibough, it
dos sot dischorge the primary liability of the Company es direct insurer of the risk reimsured

FPremaumy Due From Ceding Companies

This account reprosents balances due o the Company as & resuli of treaty and faculiative acoeptances
from ceding companies. The Company’s premiums due from coding companies amount to P19,448,507
and P46 16,650 for the years 2008 and 2017, respectively.

Reinswrance Recoverable on Loster
This sccount represents the amount recoverable from reinsur
as their chare in paid and unpaid losses and loss adjustm
Company's remsurance recoverable on losses nmounts to
2018 and 2017, respectively.

Premives Receivabie
This represents uncollected premiums on direct business incl
brokers inclsdng tixes and other charges, provided thess S wytls
liahilities are set up, The Company's premiums receivable ; jﬂ. LT (o
the years 2018 and 2017, respectively. i

APR 30 2819

ing thhse by g‘:ﬂum! l-p:rlh and 1




EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

Commission Receivable

This account represents uncollected commissions on treaty and facultative agreements. The Company’s
commissions receivable amounts to P5,356,836 and P6,857,229 for the years 2018 and 2017,
respectively.

Premiums Reserve Withheld By Ceding Companies

This account pertains to a certain percentage of the total reinsurance premiums due within one year from
date of retention being held by ceding companies. The Company’s premium reserve withheld by ceding
companies amounts to P7,628,197 and 10,282,662 for the years 2018 and 2017, respectively.

Salvage Recoverable
This account represents the estimated recoveries the Company may have from losses on policies issued.
The Company’s salvage recoverable amounted to 640,483 for the years 2018 and 2017.

Receivables
This represents receivable from non-insurance transactions. The Company’s receivables amounts to
P695,211 and 837,497 for the years 2018 and 2017, respectively.

4. OTHER CURRENT ASSETS

This account consists of:

2018 2017
Prepaid investment expenses P 9,445,162 P 10,204,581
Documentary stamps tax receivable 6,337,275 5,203,417
Accrued investment income 3,807,160 1,662,766
Notes receivable 1,484,609 3,173,428
Prepaid expenses 224,474 80,474

Fire service tax receivable 404,485 383,294
; P 21,703,165 P 20,707,960

5. HELD-TO-MATURITY FINANCIAL ASSETS

This account consists of}

2018 2017
Treasury bonds 185,147,840 P 156,430,000
Treasury bills 102,784,000 42,784,000
Treasury notes 55,103,000 27,103,000

P 343,034,840 2 226,317,000

Held-to-maturity financial assets of the Company carry effective interest rates as follows:

2018 2017

Less than one year - -
More than year 3.625 - 8.125 4,02-8.12




EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

The movement i held-to-mataniy Anancind assets is munmarized 53 1o lews

2Ny 017
At Sy | | 4 L6 31T, NN F 1Rl 920 65T
Addvien TS 500 HE 138 S50 )
Mapaniics - (74,702,137
il ived o exchange - 1497840 T AN
Al Decamher 31 r YT T 236 317 DK}

Al cach mporing dale, the Company performs cwduations of the mpaermcst of held-to-matunty
Minascial ssecs. Tha Mongoment dedermings shisfluern i inlends to sl o il il i mooe liely Den ned ihai
it wili b regiared 1o el impared fnamcial assets The Management conmders simeni and  farecasted
liguudsty reguiremenl, regudston: wal capital requeenseats and secunbies portfole nemazement. Foa all
impaired HTM financial asscls for which there was no milent or expecied requirement (0 scli, the
evalustion considers all pvailable evidence o assese whether it e kel the amartized cosl valee will be
recowcisd

6, AVAILABLE-FOR-SALE FINANCIAL ASSETS

Avatlable-for-sabe ipvestments whach consest of laedmbisted cquimy shares are menmured ot fele suerbel
wliee mnd af comi empectively ore os follows

al  Asvakabic-for-mleamvestments which consesl of listed equity shares which are measurs] @ fair

markef value are o fallows
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EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

mi Mo &l lers i Eminl ai Invermren Lnrealimed Dlerformind
Sharcy Blarkct Valur i Ceai w e
Equily sharey
Apln Corprataai- Peckerred 3 i r s F A0 HEgE T L 1048
Dokt Prefened Samm AL RSO0 0L 0 PR 450
Mt Rerdoranzy Corporation 1.955 000 TRl 3R TAT [, D05, T (B E L
Phiikppooe Lorg Thiascs asd
Telscomerumisdion Company 14 168,720 . 168,720 M
PLOT S Peelem BEM NAw B4, Tl (R ]
B of e Priligptes s B0 16 FhA08 L 19832141 6, 566 01 Y man
Sevrmern Minisg | 20850 A ARE DS ATANT E F185,80 26325
S it Puareiinds FreRomd 266, TN 1, 2ALGER TR SO0 1,184, Fisd ighel
Pilipings Shefl Fetnieum 3,741 %207 1 il InEE A [ELEZ 2] (N
Mepo Pacifc Iresmmeni Coop L0003 15207000 L4ET5 425 34,575 (]
Talisd Lharen
Mickeni Myaune Pan Ino ([ ] - 1a030 (B0 |&0]
Fhibppise Mchmery Hangsren
Beiviee Liep | - T :EI.-IH] LELEA]
r I P MTIRSIE F =Il.lil-|! L R

b}  Available-for-sale-investments which consist of propristary shires measured af cost.

2018 2017
Proprictary shares
Wack-wack Golf Club P 15,000,000 P 15,000,040
Sta Elena Club 1,750,000 1,750,000
Makati Sports Club 35.000 35,000}

r 16, 7TR5.000 ™ |6, 785,00

‘The movement i this account 15 summanzed as follows:

018 2017

Al Mapusry | F 204081,170 P 2IRITI TR

Additiens 78993 009 105 568,500
[¥ispasition [BZ086,364) {49, 776,183)

Falr value changes (49,198 866) 11,514,528

r 161, TEE, 68 F 204.081,1T0

In evaluating impairment of available-for-sale finencisl assets they consider & mumber of factars
including, but not limited to, the lengih of tme and extent o which the fair value has been less than cost,
the financkal condition and near term prospects of the issver, and management's ability and tntent 1o hold
the securities until fair value recovers. Based on the results of the evaluation, g5 of December 110, 2018
and 2017 unrealizad losses on some AFS ane lemporary.
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NOTES TO FINANCIAL STATEMENTS

7. PROFERTY AND EQUIPMENT

This account consists of property carried at revalued smourt and equipments carried gt cost which are as
follows:

P 2017

Al cost F 3019831 2,565,716
At revalued amount 20,70§,009 20,706,999
I 4 23,724,530 F 2397 E

Bovements in the propérly and equipment corried at cost in 2018 follow;

ailding nad Furslurs, Elscrnir Patm Tormsh int
Beldlg Fiatares ard T ranpeription Freerewieg (LT
Eniprovamesy ¥ iyl prmeta Vgl pamri Felashlne Imprevenent Tl
Cain
Beguming bamnca ] PR LU ] EELERT I J5ANT FEE T AN T [FE AL AT
Adaftizra BRI 249,754 [t 240,155 B8 iAi5E
o 21400 EFEE R KT EThE 75380 AL
Accum. Depreeintion
Blegirmizg =alinza LA, B 1,780,780 ML 1 ShiGAR AT EEARA47
Drprag L ra andd
amroriieason LTh) T4 4179, [T LA N D419
E IH‘HL.H! 3012 A i..l-ﬂﬁl T .ti!tl,!‘!! et 0l AESTR
Bar Mot Valss r TERETR T SEIA P i) B HMLMT F 178581 P 1015431
Movements in the property and equipment carrisd at cost in 2017 follow:
Bl ing and Frnliurs, Herimelc T I eanckelid
Builény Fivtwro: aml Tremipariaticd Frosiming and
Improssmests ____ Equigmen Equlpemer Mackios __lspravessaiy Tl
Li
Begrinitg, bndiari f 55 F 1LSnEs F BXEATT F AHnnE F AAde21] ¥ 4%c81r P FIARTALR
Sudddiom L] E‘.‘l! i ] [ Lert | 1,290,048
iﬂH % 3478, §r .l:%'l IJE A3 B BRI
Aorm, [epreeladlon
Bigraning bubascn 1,683 458 24598 34 2,080,140 2 AR 200 srELin|
Dhrom oz annl
mrixiiaalam 51 804 Ay 450,53 4ia31 il 1L 4
Toisd 174423 FETAE ) 2,540,118 338k 356,817 IAREAS
Fied Back Yalos ¥ _nl_lﬂia * sEAlF F IS I bed ¥ fuise P L TTRETS
Movements in the property carried ai revalued amount fiollow:
2018 20017
Cias L 14,6041700 ¥ 14, TIE)
Accumitlated depreciation {14,600, T {14 g, TOCHY
Met book value - -
Appraisnl ingrease 20,706,599 20,70, 955
Total = F___ 20706999 F 3070099

The condominium unit of the Company was appeaised on September 24, 2016 by an indapendent firm of
appraizers, Asian Appraisal Company, Ino. On Aogust 17, 2016, the Insurance Commission epproved
the reguest of the Comparny to value its real estate property at fair marke: value based on the appraisal
report and recognized by the Company as ol Desember 31, 10145,

Thee valve of the condominium unil was arrived using the Marke: Data Approach. In this approach, the
value of the condominiom unit was based on seles and listings of comparable property registered within
the vicinity. The technique of this approach requires the adjustments of comparable property by reducing
ressoaable comparative sales and listings to & common denpminator, This was done by establishing the
differences between the subject property and those actual siles and listings regarded as comparable. The

12
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properiies used as basas of comparison are situated within the immediate vicinity of the subject proparty.
Comperison was premised on the factors of time, unit sreafsize, unit location, umit improvements,
building location, building features’amenities, bargaining allowence and others.

Significant increase (decrease) in estimated price per square meter would result in a significantly bigher
{lower) fair value of the condominium unit,

The Company determined that the condominium unit is valued i terms nf:herrhla]mtand bast use
which is categorized under Level 3 of the fair value hierarchy and it does not differ from ifts current use,
The Company has determined that the highest ond best use of the property wed for office space & i3
CUrTeny use,

There wiss no tmnsfer betveen levels of far value messeremant m 2018,

The following are believed to provide reasoneble bases for comparison:

Zetn Building Coreho Goizales Buildng Conearde Cordominiam
Undischased lozabion af SF Concords
F Lem Rialdding, Salosds Cacho Gasrsles Bailding.  4F Concords Condominium,  Coadeatoniom Resarider
Lacation Sireel, Legaspi Villmee,  AguirreSirest Lewaspi Derawider coener Saloeds comer Sakenin Streels,

Barangay S Leorenes, Yillege, Barsgay Smm Streets, Legaspi Villnge, Legmspi Village, Parmgsy
Makati City, Metropalitnn Lorenaa, hiakati City. Prangay San Locenao, Makati  San Loreszo, Makati City,
Wanila Metrepoditan Manils City, Mesmpalinn Mmila Mernpodien Manila

Flasr area 101 squere meter (sgm) 1M 3gm L18 = 8% mym
Llnie pric " ToCh G P I 1,000 20 I3, 7000 B 21525000

Linie price per

sgm PoE0307 [ F 40434 P A0S5TE

Adjextraent

Sovdvey

Limit area =105 =100 .

Ut locanion <1000 <1000 +

Impravements - |3 0% 3 .

BuEding

lucation S00% 1.00% L0 SHr
Baiiding

Beutures -1 5.00% -10G 1005 1000
Hargalning

nllow e = =10UK% =1L « 10
Péed adjustmenis =200 B 1A% I I
Peso ndjusiment

i nel price " @77 P [13547 F TR P 1025

Adjusizd price F roin F 7353 P 4D P 1R 546

Average price per sgm frounded o7 o r AL

Afier analysis of the market dots and considering the pdjustment factors, the market value of the
condaminium unil appraised is estimated ta be #20,706,994,

The difference between the foir morkes vahee of the condommnium end its net book value as of December
31,200 8 was credined to Revaluation Reserve on Real Exare,
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8.

The Company assessid that there is no matzrial change in volue of the progery and equipmesnt from
Seplember 24, 2015 to December 31, 20018,

If the condominium umit was carried &t cost less scoumulited depreciation, the net book value of the
condominium would be NIL.

The tetal cost of fully depreciated property and equipment which are still in use in the operations
ameurted 1o PT.434,194 and P7.230,553 a5 of December 31, 2018 and 2017, respectively.

OTHER NONCURRENT ASSETS

This account consists of!

K 2007

Deferved charges-MCIT o 4. 130,960 | 162,255
Feal esiate acquined 1,235,080 1,235,080
Yerification fund ERTHAYS TH TR
Taxes Hand ST 44 397604
Deposits 334826 32576
Beewrity fund £3.4650 48,418
o 1 1 ' of 0280141

CLAIMS PAYABLES

This account comprises of the total amount of losses and claims due and payable 1w policyholders and
other clpimants. Also imcluded in this account ore losses and claims due and payable to rebnsupers under
treary and facultative agresments,

The Company's ciaims pavable amounts fo PE1,719,874 and $73,604 837 for the vears 2018 and 2017,
respectively.

Chund plpibis
Chdmugmsable pd  Bensarery' share of prd mewmed Beimnoen ghies
amaroed premisns [iabll e Peet T premisn: of Ll fies Nel 1007
Clara pavable mponisd
mnt e adjeemene
EXpETsEl F BLTIEN # MR P LT P TheET? P Wiig ¢ BLGDLAR

» FREMIUM DUE TO REINSURERS

This represents all the reipsurance premium payoble by the Company to all its treaty and faculative
reinsirers,

The Company s prémium dus 10 remsuress amoums o #31 407,749 and F39,420,921 for the years 2018
and 2017, reapasctively,

Id
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11,

1.

13

4.

COMMISSION PAYABLE

Commission payable pertaing to amount payable to agems, brokers and general agents for business
imderwritten by them or to ceding companies upon business eccepted from them.

The Company”s commission pavable amounts (o P41,037 913 and P40.1738, 109 for the vears 2013 and
2017, respectively.
RESERVE FOR UNEARMED PREMIUM

The Company adopis the 24" method of recognizing preméums revenue and sccounting for the partion
of preminms wrillzn relating to the unexpired periods of the policies and uneame:d premiums,

A comparison of reserve for uncamed premiums compuisd using this method and the s@uery rae
follows:

018 007
Rezerve using 24t method F 14145023 F R, 104
Reserve using satutary rate 40% E9.01 1,615 o 7, Gy
| o 15 183408 " F321% 154

PREMIUM RESERYE WITHHELD FOR REINSURERS

Included in this amount is the portion of the reinsurance premiums ceded 10 insurers, which was
withheld by the Company in sccordance with tréaty agreement and / or laws, rules end repulations,

The Company’s premiums reserve withheld for reinsurers amounts to #2,577,220 for both vears 2018
and 2017,
PAYABLES

Obtigations of the Company acising from non-msurance and non-remsurance transactions are lodged in
this account,

The Company’s payables pentains w dividends and cash collsteral amounts to P4,8853878 and
P10,514,436 for the years 2018 and 2017, respectively,

I
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15. OTHER LIARILITIES

14.

This eoeount consists of!

2018 017
Credits to oliens o 16,245,0400 P 4,375,551
Blonus pavable G AT 52T 8658, el
Unenmed bond disoount §,725.910 4975,714
Times payable 4,588,144 2,007 510
Aoorued experses 1381, 786 3,980,827
Sarvice feeg piynhle 1142 890 2AITATD
Depasits K3, 430 ;
Decumertiny siumps s peyable £ 2485, 150
$58, Pag-ibig and Philhealih payables 155,497 135,481
Dividends paysble 15,169 25,169
Others 8,356 £356
P 37816867 P 26,497,338

RETIREMENT BENEFIT OBLIGATION

The Company has o retirement plen covering all its qualified emplovess. The plen is non-contributory
and the retirement cost is determined by applying the Accrued Benefit Actuariel Cost Method faking into
accouni the factors of invesimenl, mortality, dissbility and salary projection rate, The fund i
administered by a duly appointed fund truziee.,

The sbove mentioned retirements plan f@lls wnder the defined benefil plan that defines an amount of
pension benefit that an employes will receive on reifrement, usually dependent on ome or more Faciors
such as age, years of service and compensation.

bdowement in the preseet value of defined bene(it obligatioa is summarized as follows;

108 2007
Present value of obligation, Jansary 1 2 8.567.568 F B3Ti 652
Current service cost T, ¥ T45,9%8
Interest cos 511865 447, 9%
Benefits paid from plan assels i464,263) .
Actuarial {gain) boss - changes in finaneinl assumptions (826, I58)
Atuarial (pain) hoss - expenence 1,139,113 .
Present vilue of obligation, December 31 F 10672 658 F 9.567, 568
The movemant in peansion adsets is summarized as follows:
FLilE: ] 2017
Frir valwe of pension assets, Januery | 1L,309440 P I 1,684,337
Interest Income G, 1 36 G25,112
Cantributions - -
Bierefits paid From plan assels (464,261
Remeasuremient gain {boss] « retum on plan assels (95,570} -
Fair value of pension azssts, December 51 ™ 11 o Tr 1309 499

]
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Presem value of obbigation L] miT
Fair "ﬂhﬂﬂfE!lﬂ-ﬂﬂm r 6T 658 QAGT Snll
Unfunded obigation LIS, 782} {12,309, 440,
A 1913,J154) (2,741 3%1)

_—d_'___-:,_?'

Exprenscs ocogiecd m the stmtements of peofit or ke,

Corseat iz s~ = — il

LA by
Flemwrshwt penns (3 ﬁ [ Radl il
Emmmgmndulh:mmdmhn:mpmh:muimmaﬁhw
- &- | =
Aol -l | o g r NITE F v
T S i -l ey ST =

The cumulmive s of st w2 o S 5 5 s gei s Solkow

0w 017
Remeasanyment gain bogimming r TasLAll P LasLanl
Adpsarmasis (422 2iE .

Acounnial b i ieg the yenr Iw -
r T :

"The amounts shovn in the gutements of clanges in equity were set of income L ¢ffect on aciuanal
lpss. Todad pecumalated aotuans lesscs on anployecs berchin ohliganon ameunded o #1219 150 and

F2.065 98K m 20018 and 2017, Tﬁp-,ﬁiwt_l.

Movemen innel aeeel & sumasansed below:

EL L T
Doginning moy msscy | o {22837 T (2 EIL SHDY
Espenic recognised. prodll o loss e, 1 S, B
Howscasiremieml kivs THIS5% -

4 anir bt e paid

C ncl assct r i PF

22637
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The principal assumptions uwsed in determining pensions for the Company are as follow:

1018 2017
Dizcount rate 7.50% 3.35%
Salary increase rate 6.00%% f,00%

The expected retum on pension assets was determined by considering the expected retumns avallsble on
the assets underlying the cument invesiment policy. Expected yields on fixed izterest investmenis are
bas¢d on gross redemption yields as of the fnancial position date. Expected retumns on equity
investments reflect long-term real rates of return experienced in the respective markets.

Assumptions regarding fubare mortality and disability esperience are besed on published satistic
generally used for local ectunrial valeaton purposss.

Actual return on plan assets:

MK 2007
Expected retum on |:|Iu11 nsseds | o G4, 136 #25.112
Actumrizl gain (kss) {205, 57K) =
Actual return on pension assels r (2504347 P a25,11d

The xensitivity af the defined benefit ublfpd.il:m Lo I.'|I.H|'|EE! in the we ighl'.-l.:li Fri,nl.'ip-u.'l a.uumplims Y

|JﬂPiﬂ i defined benefit tll.'rll.‘l:llﬂl'l.

208 2017
Ingrease im Drecresse in Inczease in Diecrease in
© assumption assumpiion assumption Assumption
[hscoanl tite 2 2. 80%%) 1 46% (1.46%)
Salary growth rate 1.M% (2.90%) {03 1%} 0.31%

Each sensitivity analysis on the significeant wetunnial assumptions: was prepered by re-measuring the
defined henefit obligntion sl the francial position date after firt adjusting one of the cumrent
sgsumprions accopding in the applicable sengitivity increment or decrement [bagsed on changes in the
relevant assumption that were reasopably possible af the valiation dafe) whilz all the other assumptions
remained unchanged. The corresponding change in the defined benefit obligation was expressad as 2
percentape chiange from the base defined benefit obligation.

It should also be noted that the changes assumead 1o be reasonably possible at the valuation dawe are open
to subjectivicy, and do niot consider more complex scenarios in which changes other than thoss assumied
may be deemed to be more reasonable.

Retirement trust fund for December 31, 2018 is comprised of the following:

8
Cash and cash H:|I'Ji.k'l|l':l11.1. Z48% | ol ZHT 335
Equity Instruments 0.63% 13,529
Debt instruments S0.41% 5,843,763
Unit Investment Trusi Funds 41540 5,047,763
Cither (Mlarked Gaina’Losses, Accrued Receivables, cic.) 2.04%, 341,199

100% P 11,593,581
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7.

Retirement trust fund for December 31, 2017 ks comprised of the following:

207
Cash and cash eguivalems oz1% r 15,850
Equity instrumenis 1% 125 558
Dbl insiruments 36.50% 4492949
LUnit investment Trust Funds 63.54% TH21 424
iker { Merket Gains'Lossss, Accrued Receivables, ec) =1.27% {156,330%

s P 12309449
e —_______|

The retirement trust fund assets are volued by the fund manages a1 fair valee using the mark-to-market
valuation, While no significan changes in asset allocation are expected in the next financial year, the
plan trustee can make changes any time,

The Company has no specific matching strategy between the retirement fund &ssets and the defined
benefit liabilities under the plan.

The weighted average durstion of the defined benefit pbligation is as follow:

Years
Firrgncial pear
2018 3 years
The Compeny’s expected future benefits payments are &= follow:
Amount
Finaneial war
2010 ™ 6,808 0]
2020 22158821
2021 345,904
2zl 28,190
2023 282,963
20242028 2,323,162

Linnzial or Signiffcans Risks to whlck the Retirement Plan Exposes the Company

There are no unusual or significant risks to which the plan exposes the Company. However, in the avent
a benefit claim erises under the retiement plan and the furd 15 not sufficient to pay the benefit, the
unfurded porton of the claim shall Emmediately be due and payable from the Company to the fund.

Plan Amewdments, Curtallment, or Sailemanty
Benefitg pakd from plan assels amountad to #364,263 for the yeor ended December 31, 2018,

DEFOSIT FOR FUTURE STOCK SUBSCRIFTIONS

In compliance with the Insurance Commission Circuelar Letter (CLY No. 2015-024, Ina mveeting held on
Qetober 20, 2017, the Board of Directors approved the increase in the Authorized Capital Stwock of the
Corporation from P250,000,000 divided into 2,500,000 common shares with par valug of P100 per share
to P350,000000 divided into 2500000 common shares with par velue of PI00 asd 3,008,000
redeemable convertible preferred shares of stock with par value of PI00 per share. The increase in the
suthorized cepitn] was subsequemtly spproved and ratified by the stockholders on their special
stockholders mesting on Movemtser 7, 201 7,

e
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:In anticipation of the said incre
uring thc_ year deposit for future share

18. SHARE CAPITAL

This account consists of:

_ 2018 2017
2,500,000 common shares: P100 par value:;
issued and outstanding P

250,000,000 P
Redeemable convertible preferred shares: ST
P100 par value: issucd and outstanding 260,000,000 -
P 450000000 P 250,000,000

The Company has one hundred twentv three (123) sharcholders each ownin
p : Y g 100 or more shares of th
Company s share capital as at financial position date, s

Qn June 14, 2018, the Securities and Exchange Commisston approved the fompany's apphication tor
increase in capital stock.

The redeemable convertible preferred shares shall have the following features:

* It shall have full voting rights;

¢ It shall be redeemable at the option of the Co ' - i cde
convetibie prafiavirt chaes. P mpany based on the par value of such redeemable

* In the event of any dissolution or liquidation or winding up of the Company. whether voluntary
or involuntary, the holders of the redeemable convertible preferred shares shall be netitled to be
paid in full, or pro rata insofar as the asscts and properties of the Company will permit. the par
value of the redeemable convertible preferred shares and any accrued but unpaid dividends in
respect thereof before any distribution shall be made to the holders of common shares. The
holders of the redeemable convertible preferred shares shall not be entitled ta participate in any
other distribution ;

» [Each redeemable convertible preferred share shall have the guaranteed and preferred right to
receive cash dividends at the rate of 6% per annum pavable out of the eamned surplus profits of
the Company so long as such redeemable convertible preferred shares are outstanding .

s Redeemable convertible preferred shares. m part or in whole, are convertible into common
shares at the book value of the common shares of the Company at the time of conversion.
Conversion of the redeemable convertible preferred shares shall be at the option of the
stockholders after five (5) vears from date of issue of such redeemable preferred shares and

every second year after,

Treasury Stocks
The Company’s future carnings are restricted from the pavment of dividends to the extent of P76.886

representing treasurv shares for 2018 and 2017.
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19, RETAINED EARNINGS

2018 2017

At 1 Janwary P 179,298,340 u 143,796,742

| - 408,046 :

rior period adjustment

P.Ma:lf:;ed = r 179,706,386 " 143,796,712
Dividends paid (12,000, DiKY) -
Met profit for the vear 38,974,544 35,501,628
At Dizcismber 31 P 208,680,930 r 179,298,340
_==_=:=:_=_

Prior period adjustments periains 1o adjustments made to beginning balance of pension liability and
plan asset as presented in Note 16,

Dhividenis gald

O August 7, 2012, the Board of Directors approved the declaration of cash dividends in accordance
with Article 6 of its amended erticles of incorporation to all redeemahble convertille preferred
shurcholders of record as of the said date, payable on August 14, 2013 amounting to P6,000.000 for
the periad of December 4, 2017 to June 3, 2018,

O Movember 22, 2018, the Board of Directors approved the declaration of cash dividends in
poeondance with Amicle 6 of its amended arficles of mcorporation to all redeemable convertible
preferred sharcholders of record as of the zaid date, payable on December 4, 2018 amounting 1o
P 000,000 For the period of June 4, 2018 1o December 3, 2018,

0. RELATED PARTY TRANSACTIONS

Entities and individuals that directly, or indirectly through one or more intermediaries, control or are
controlled by, of under commoen control with the Company, mcluding holding companies and
subasidiaries are related parties of the Company. Entities cwning, directly or indirectly, an interest in the
voling power of the Company that gives them significant influence over the enterprise, key management
personnel, including directors and officers of the Company amd close members of the family of these
individuals and companies essocisted with these ndividuals sre corsidered related partias,

In considering each possibbe related emlity relationship, attention s directed to the substance of the
relatlonship, and not merely the legal form,

Dutzils of key management compensation and direciors” remuneration fellow:

Transacikens for the vears andsd

Cecemiber 31
Relurod Farty HMatws of Transactkon  Terms and Conditioas IO1a 2017
B i nid i 8
Wl be sitled in cagd,
Bey smaiajeiisenl poymen; every ISth
LEmpEnm in - Cornpensanien end 30Th of the mantiy
palariet and orlier un rscsirsd
whori-1erm boselile F &Ml SaF 7 A, 001,940
WAl b seitled In coshi,
] paymeni avery [S5th
Drireciors’ Cown paimt o wnd 3dkh of thes mansh;
FETTILUTNR T RO 1 Esoured 1. TIES2E 1,736,026
oA TINEE 0w 5,728 264
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As of December 31, 2018 and 2017, there were no sale and purchase of insurance and investment
contracls, receivables, payables and loans to key maragement persomnel,

As of December 31, 2018 and 2017, there were no services rendered and pon-interest ( inberest bearing
advances 1o/ from assoclates and other reluted parties.
1. UNDERWRITING INCOME AND EXPENSES

This acoount conaists of:

A 2017
USDERWRITING INCOME
Direct premuirs-ngl " 141,498,251 Foo203, 100,128
Add: Premiums nssumed 17,859 171 11,282,707
Gross premams 250,357 452 214,453,855
Legs: Presalims ceded 34,005,117 45 T3 690
et premiwme retamed 224,441,735 1ok, 720,145
Less: Premiuens reserve for the yoar 104,145,014 80,25, 105
{inoss peemium on met retalred 100,296,711 BE 427,040
Agld: Premiams rekeassd fram resene B0, 294,185 B, 634,520
Prrerniwms carned 1940, 290,816 TG0, 0 6, 560
Commissions earmed 1, 725,648 387, 363
Tl unl:r-'-ﬂl.iu‘ licpme T i1, 304,435 [ g%
18 17
UNDERWRITING EXFENSES
Agents’ commission and expens:s r 51,703,813 PA5137.543
Claims, loses paid ard adjustment expenses 54,201,599 46,708,204
Insusnnwee expense 2923411 24,530,957
Tl Wdﬂmra’.iu CHPELEES P IEEEI?BIHJ P OTIEAVA Tdd
MET UNDERWRITING INCOME o 74,343,602 S s T
12, INVESTMENT INCOME
‘This account consists of:
018 2017
Income from investments in securities P 14,951 059 r TAIZ 504
Incanys (rom sevings ad e deposits 1,847,521 1 S0z, 20

r 16,798610__F B513,324
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13, OTHER DIRECT COSTS AND GENERAL AND ADMINISTRATIVE EXPENSES

Other direct costs consist of:
i FLu i
Solarles and woges r 10623504 P 2,360,737
Taxes and licenses ) 3459,275 508 208
Dfficers’ and employees benefits 2,351,058 2,202 626
Printing, stetionery and supplisa 3043513 | 453 K35
Professinnel fees 10459 372 TI4. 235
Communisation and posings B14,208 TZR426
Kepiirs amd mainienancs 119,733 198, Tad
Commbssion expense L67,634 -
L3 M ARRG1S M
General sdministrative expenses consist of:
2018 2017
Agengy expenses r 1877756 AL L
Markeling expenses B,765901 560001
Salarkes and wages 4,553,059 4,013,173
Professional fees SA0GH19 2379833
Transporation and tmvel 1, 718018 1,595, 148
Hental expenics 1 G09S 1155520
Light and watey 1,056,653 16T, THE
Dificers" and employess banelils 1LAHFT 596 431042
Deprecintion and smon Eebon (Note 7} LT e 1,150, 1 48
Bepreseniation and entertainment 43,160 630,269
Printing, stationery and supplies 75,70 533,929
Communication and posiage Hi4.207 T28.520
Aszociation and pooldues THERTS GO0EG]
Barvice foo 544,294 450,878
Dirgctors” fees and allowances 456,500 517,000
Bacurity servioes 169,143 168,207
Bepairs and maintenance IR A6l B, 184
Junforal senvices H9.747 173,130
Donations and contributions 5475 =
Cormmissjon sxpense 71843 -
Insurance 61,712 19,178
Bank and service charge A9 A04 67,348
lewenst 20,715 -
Bad debis wnrten-o{f - 2,759,700
hlizcelaneous expenses 10,625,670 12470472
r 49374491 P 40 402 044

As at December 31, 2018 and 2017, miscellaneous expenses pertain to expenses incurred that ace related

to the operutions of the Company's agents and reimbirsements.
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24, PROVISION FOR (BENEFIT FROM) INCOME TAX

This account consists of®

2018 2017
Current
Corporate income tax P - P -
Deferred 295,887 (953,851)
P 295,887 P (953,851)

The reconciliation between the corporate income tax and income tax after applying the statutory tax rate

on income tax follows:

2018 2017
Statutory income tax P 11,781,129 P 10,364,333
Income tax effect on:
Tax exempt income (2,756,155) (2,343,751)
Income subject to lower tax rates (5,039,583) (6,976,041)
Income not subject to tax (3,927,090) (2,546,234)
Temporary differences (781,233) (969,507)
Deferred charges (186,711) 2,471,200
Non deductible expenses 909,643 -
P - P -

Under Republic Act No. 9337 — Income tax amendments, the corporate income tax rate applicable from
January 1 to October 31, 2005 of 32% in 2005 was increased to 35% effective November 1, 2003,
decreasing to 30% effective on January 1, 2009. Because of the change in the corporate income tax
rate, the allowable deduction for interest expense in Section 34(B)(1) is reduced by 42% (from 38%) of
interest income subject to final tax and 33% (from 42%) upon the effectivity of the 30% corporate tax

rate on January 1, 2009.

The Company’s deferred tax asset (liability) consists of?

2018 2017
Deferred tax assets:
Net operating loss carry over (NOLCO) P 3,194,131 P 3,676,730
Net unrealized loss on AFS 5,624,492 -
Deferred tax liability:
Revaluation reserve on real estate (6,212,099) (6,212,099)
Net unrealized gain on AFS - (300,555)
Unrealized foreign exchange gain (782,795) (969,507)
Remeasurement gain (522,493) (885,423)
# 1,301,236 P (4,690,854)
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The mavements in the deferred Incomea tax account are summarized as follow:

Unesiedginer  Uwesfowdpiner Hevsigion reseavt
e Iz o AFE it pa FORE onal i Toul

M by L2017 P LIS P {18 ¢ aLTE) P g Emem e anan
Chacpe 0 poofit o foss LA . LT ; - i 1
s -;r.'!'m

oomprebensive inogre : (4757 - - - :

1 Decerhher 31, 2017 ’ wen P {100,545} P L) EETL P EMIEM P (RIS
Cherge b profi ot b (2,29 L05er T2 - - 5686
Churfe ke bl ewnings 137563 L
Churged ko ikt

pIrprEheasv iOR . ‘ - PR - Wi
At Deasnrber 31, 2014 P LTI P SANE P [ el SR PRI P LMY

The details of Met Operating Loss Carried Over (NOLCO) and s comesponding deferred tax asset as of

20018 and 2017 are as follows:
beid wn
i MOLCD  Deferrad tan aned HOLCD  Defered el
Y wr of | nesmenos Yuar ol Expinfion
nn WEP o il 335 P LIT7 246
o ] 111 R rEE it 5,318,181
RLL w7 . - 1aLms g 567
1L MK 4 FEATD 1,285,530 4 B33 1,305,530
My il o 1131331 1470200 137313 1ATL MO
201 011 144,171 gk 3 :
r Heiian P 43960 P IMIBMT P OILITETeS
epleed NOLED (U AIAdT) 11,385,59) DALMY s
F WM P ENL N EI LTYS55.064 P 1676, 70

15. EARNINGS PER SHARE AND BOOK VALUE PER SHARE

The computation of bazic/diluted eamings per share is computed as follows:

2018 2017
Mt profil r J8,974.544 P I5.500 628
Divided by oustandirg shares 2,500,000 2,500,100
P 155 P 14.20

There were no pplential dilutive shares In 2018 and 2017,
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The computation of bosk vahie per share is computed a5 fuliomes:

2018 2017
Equity P 4BB.ES45E2 P S00,39E629
Divided by oustanding shares 2,500 man 2,500,000

r 19554 ¢ 02ai

FINANCIAL RISK MANAGEMENT AND OBJECTIVES

The Company isues contracts that transfer insurance risk. This section summarizes these risks and the
way the Company manages them.

frsuratce Risk

The risk under any one insurance comract i the possibility that the insured cvent occurs and the
uncertainty of the amount of the resulting claim. By the very nature of an insumnce contrae, this risk is
random and thersfore unprediciable.

For a portfolio of insurance confracts where the theory of probability is spplied to prcing and
provisiening, the principal risk that the Company faces under i3 Rsurance contracts i that the actual
claims and benefit payments excesd the carrying amount of the insurance lisbilities. This could ocour
because the frequency or severity of claims and benefits are greater than estimated. [nsurance events are
random and the actual number and amount of claims and Benpefits will vary from yesr o year from the
level established using statistical technigues.

Experience shows thas the larger the portfolin of similar insurnce contracts, the smaller the relative
vartohility about the expected cutcome will be. In addition, 8 more diversified portfolio is less ikely to
be affected by & change in any subsel of the podfolio. The Company has developed s insurance
usderwriting stratepy to diversify the type of insrnce risks accepted and within esch of these
catégories (o achieve a sulficiently large population of risks to reduce the variability of the expected
tCOme,

Factors that aggravate insurance risk include lack of risk diversification in terms of dype and amount of
risk, peographical location and type of industry coversd,

The Company has limited its exposure by impasing maximam claim amount on certain coetract os well
as the wse of reinsurance arrangement in order to limit its exposure 10 catastrophic events (e.g. hurricine,
earthquake and flood damags). The purpose of these underwritings and reinsurance strategies is to limit
exposune to catastrophes based on the menagement™s decision.

Catpstrophe loss reserved and relessed for 201 8conabis of!

Elu.ltmpie Loss  Calastrophe Loss

Reserved Relezsed

Earthguake r 4085500 P 3,393,048
miun 2,360,700 849,292
2,311,778 788,302

8,757,978 P 5,030,642
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Catastrophe loss reserved and released for 2017 consists of:

Camstrophe Loss  Cafastrophe Loss

Reserved Released
Earthaquake P 1393048 P 0,806,477
Typhoon B49,292 [.558.%15
Flond 788,302 1 421,785

o 2030642 1 9,787,177

Property Insurance Contracts Risk

For property insurance contracts, climatic changes give rise to more frequenl and severe extreme
weather svents and their consequences. For certuin contracts, the Company has also limited the number
of claims that can be paid in any policy vear or introduced a maximum amount payable for claims in any
policy year,

The Company hazs the right to re-peice the risk on renewal, T also has the ability (o impose deductiples
and reject frasdubent claims. These contracts s underwritien by reference w0 the commercial
replacement value of the properties and conlents insuned, and claim payment limits arg always included
o cup the amoun payeble on ccourence of the nsured event. Cost of reluilding  propenics, of
replacement or indemnity for contents and time taken (o restan operations for business intemupion are
the key factors that influence the level of claims under these policies,

Casualny fnswrance Risk

Claims on casualty contracts are payable on a claims-occumence basis. The Company is liable for all
msured events that accurred during the jerm of the contract, even if the losa s disesvered after the end of
the contract lerm. As a result, liability claims are settled over a long period of time and a larger element
of the claims provision relates 1o incurmred but not reported claims (IBMR)Y. Thers are several varmbles
that affect the amount and timing of cash flows from these contcts.  These mainly relate to the inherent
risks of the business activities carried ont by individual contract holders and the risk mamagement
procedures they adopled,

Reinsurance Risk

In the normal course of business, the Company limits the amount of Toss on any one policy by reinsuring
certain bevels of risk with other insurers. In addition, the Company accepts reinsurance from other
reirsurers. Reinsurance ceded does not discharge the Company's lability as the primary insurer. Failurs
of reinsurers to honor their obligations could result in losses to the Company; consequently, allowances
#re established for amounts dezmed uncolleciible, In order to mmimize losses from reinsurer insclvency,
the Company monitors the concentration of credit risk both geographically and with any one reinsurer,

In addition, the Company selects reinsurers with high credil rtings, The effect of reimsurance on
premium income follows:

2018 2017
Difect premibum incoms P 241409281 P 203,161,128
Hainturanse astumed 17.889.171 18,2, 707
Reinsurance ceded (34,915,717 (45,732 600}

P I1214.441,735 o 168,721,145

Fimorcie! Risky
The significant risks related o financial instruments are credit cisk, liguidity risk and market risk

{currency nnd interest rate). The following sections deseribed how the Company manages cach of the
rizks.
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Craclir Risk

Credit rigk is the risk that a party to 2 fizancial instrument will caase a firancial loss o the Company by
failmg 1o honor #s obligation fo the Company. Credit risks are primarily aseociated with invesled assels
and reinsurance counter parties. The Company mitigstes credit risk through detniled credit and
underwriting policles and comprehensive due diligence and credit analyses.

The Compsny's maxmum credit exposure related to finanal instruments 5 summanzsd 0 the
Tl g wable.

2018 2017
{in Thousands)

Cazh and cash equivalenis | 189,170 P 2532407
Premioms due from ceding companies 19,4458 14417
Reinsuranee recoverahle on lomses S7.009% T2HT6
Premiams receivable 57,605 46,024
Commissions receivabie 5357 6,857
Premiams reserve withhield by ceding companies T02% 10,263
Receivabies [ B3
Salvape recoverable B0 540
Held-to-maturity financial asseis 3035 236,317
Available-for-sale Anancial assets 261,7HD 204 081
F 942,465 B35, 739

The Company has assessed the credit quality of the following financial mssets:

* The credit risk for cash in bank is considered negligible, since the counterparties are reputable snfities
with high quality external credit ratings. The credit guality of this financial asset iz therefore
considered o be high grade. For the determination of credit visk, cesh included in the analysis shove
&0 wot include cash on hard amounting to P23E.000 and P225.000 for the year 2018 and 2017,
respectively.

s The Company's premiums and other receivables are actively monitored to aveid significant
concentrations of ceedit risk.

As of December 31, 2018 and 2017, the aging analysis of the Company's recaivables i5 as follows:

Mexther Pazl Dioe
Har | mpaves gt Diue Bt .
Clags A Clazs @ Clagz C et |=n pired Total
Crsh and cash equbvalnts POERIRUETE P - P CERL - P OIS ETE
Prremiduins
Receivahisz ST S0 AHG . - AT.004 980
Do from: c=ding companies . 19 448 507 . 19,448,507
Reserve withheld by
ceding companies . 16ZE 107 . 7,018,197
Eeizsurance ritoveralle
i losses 57,004, 1389 - - 57,0%K, 180
Commissles recelvabls B18.571 135 145 B, B34 4311865 5,350,850
Salvage recoverable e o Tl 1Y 640,403
Reeelvables - £55.311 BU5, 210
Fimmncin] aaseis
Hedd-w-meguriby 343 034 540 r = - 345054 840
Mvailable-for-aske il 1 e L . - . 161, TEH. 969

r S09E14E2N P 135068 F 27008608 F L64%.880 F M2AGGITE
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Meither Pasl Dug 01T
Mor Impared Past Dug Bul
Cims A Class A Clam C Mol Empained Tutsl
Cashi end cash eguiwmlesis P MHILMWGRII B . - P - P 153,206,813
PFremlums
Recenvatis b, 02371 . b A&0Z3,711
Tk B eeding companics - L4 616550 - 146 16,650
Reserve withheld by
fedimry, cnmpnnizs . i 10,397 563 . 10283 561
Reipsurance recovernble
un bosses 15,545 040 57025 597 - - TIATA B35
Commissing receivable 2,547 055 o 305 1 . . 6,857,219
Sahvage recovernble LEIFEE &1 - - - G40 453
Heceivables = 837457 - . B A48
Firancial aszes
Fhed d-bo-msbarity 225,317,000 . T2E317,000
Avmiablc-fr-gnlo 234 081,178 . - . ARA0FD, 1T
P HilG630E P 62176358 F ﬁéﬂ r - # mm:m

Credin Quality - In menitoring and conbrolling credit extended 1w countarparty, the Company adopts a
comprehensive credit mting system bosed on finoncial ard non=financin] assessments of its bomrowers,
Finencial fsctors being considered comprised of the finpncial standing of the barrower while the non-
finanscial aspoects include bul not limited to the asessment of the borrowers nature of business, industry
background, payment habit and both present and potential business deslings with the Company,

Class A “High Grade” are accounts with strong financial capacity and business performance and with
the lowest defmul rizsk

Class B "Moderate Grade™ refer to accounts of satisfactory financial capahility and credit standing but
with some elements of resk where ceriain measure of control is necessary in order to mitigate risk of
default.

Class C “Low Grade" refer to accounts which are collected on their due dates provided that the
Company made a persistent effort to collect them.

Liguidity Risk

Liquidity risk is the risk that the Comparny will not be able to fund all cash outflow commitments as they
fall due. The Company genemally maimtains a conservative liquidity position that exceeds all the
fiabilities payable on demaend, The Compary invests in vadous (vpes of assals with a view of matching
them with its liabilitics of various durations, To strengthen its liquidity funther, the Company actively
munages and moaitors its capital and assets levels, diversitication and credit quality of its investments
and cash forecasts and actual amounts against established rargets. The Company also maintains Lguidity
contingency plans for the managemeant of liquidity in the event of a liquidity crisis.

!



EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

The table below summarizes the maturity profile of the Companies Rnancial liabilities as of December
31, 2018 and 2017,

Curreat Mon-current
Within Tl s g
& months monihy years Tatal
Payalldes P 4 EE5.ETR P . P - F 4 KRS RTH
Clalms H:MHI 81,710,874 BI.T19 574
Fremiums -
2 1o reinsurers I 407,749 F140T, 749
Heserve for uneamed L 14,145,023 TR4 145,005
HRiserve withheld
for reinsarers b e e ] 1 1577510
Commiszian payahle 41037913 41037 213
(hthers ferafuding rov Habilinies) 12083 126 11988126
P 3EIPIEIT P 55 THLRIG P Ol1IeTE2243 F 304,756,783
_ Carrenl M oA-carrent 2817
Wichin LR lia 3
& months mianihs FEATS Total
Fayables P k514,456 P ! P . F 1E.514, 4
Cluims payable . 73,604,837 . T1E04 87
Premiuns -
Due to remserers [P ] 286502, 053 . X 420.9%1
Reserve for um=arned - s A0, 04 10 EQ, 194,104
[Aanerve wiihheid -
far reEsieneis 2 2ETT X2 LATI LD
Cnssmdasinn payakle = A0 17H, [0S - A0 1TR. 100
Mbers .rzu:n'udl'rq- tar Habifitie) . 21054 03T . 11,954,027
"™ 20243574 P 1He43TE 036 FOEIETIZZA T 2TDL543,054
Foreign Currengy Risk

The Compeny's forelgn currency risk results primarily from movement of the Philippine Peso (PHF)
apains the United Swmtes dollar, The Company resolved o mitigate this risk by 1aking advansage of
market trendy. Proper timing is adhered in order to realize s foreign currency pain.

Exposare to foreign exchange risk resulls primarily from the movernents of the Philippine peso against
the United Statas (U5} Dollar that arises from the Company's cash and cash equivalenis and held to
maturity finoncial assets, which are denominated in U.S. Dollars, As of December 31, 2008 and 2017,
currency exchonge mtes used to franslste ULS, Dwller denominated financial essels and habilities
arvounted to P52.724 and PAD.923, respectivaly.

The table below summarizes the Company's exposure to foreign exchanpe risk as of December 31, 2018
and 2017, Included in the table are the Company’s assets at carrying amounts, categorized by currency,

piil}.} 2017
USH rir UsD PHF

Cashi mnd ot mpaiealont= ] LTiss: T DR 200 2543570 B 105737 504

Hald-tn-mehifity inveslasnis B ElLBEH 34,757,840 L] 15 4R]
5 1A75522 P lEH’.ﬂﬂ ] I*J'I:"H,-Eﬂﬂ P 134975 314
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The following teble demonstrates the sensitivity to a reasonably possible chamge m the US doflar rete,

with all variable helkl constant, of the Company®s profit before tax (due 1o changes in the fair value of
menetary assets ) and the Companys eguity,

Li% & Deprecistes U5 § Appreciales

Pl 207 2018 217
Effict on profi befors tax b § 705670 0§ (RATSSIZ) § (0346700
F ffiscd on equity 1,662,865 I EG2 SAL (1,662 865) (1,892 365)

Fmieresi rafe risk

The Company’s exposare to market risk for changes in interest rates reletes to the Company's held-to-
meturity investments.

The Company's policy is io mangge its interest income using fixed rates receivable.

Inserest risk to which fingncial assers are exposed b5 the rsx of oz from fluciuasions in the future cash
flows or fair value of financial assets because of a change in market interest rafes. Interest is munaged
principally using mixed of fixed and varinble rate receivable,

Finarcial assets exposed o interest rte risk fiollow:

Wurighlo Fized Tuial
Auof Deepmber 31, 2018
Fenireaal o bels
[zl d-bn-maturily myesimests | - P 3d3 E 3 A4
¥ ariable Fiaed Total
As of Decermber 31, 2017
Financinl nsseis:
Iln.idﬂu—nm-ui“mmum F - F O2MIITMa T IXGIIT000

The term and maturity profile of the interest bearing financial assets of the Company, together with it
cormespending neminal amounts and carrying values, are shown in the following table;

Rirg
i lera fiaiig REAT Cumying
P Arrum priied Al < |y 15 wiars * 5 veidi "
dop uf Becemibe 31, 2014
Held-jp-mpaarity Fizzd il the
ST SH iz o
@R lipd3 P pLA TR ET D 151 14,840 T LA
Riiz
e xieg Hieriesd Cemyirg
i i pened Asisaic slyes L3 yours 2 3 yous L S
&1l Meremier 38, TOAT
Hil-daman ey Fnl & e
TveRTEEr LY kst ol
yemlimeal SuH P EJTIIII - E&E EHTIH{I r 136117, 000
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The following sable demonstrates the sensitivity to a reasonably possible change in imterest rates, with all
other variables held constant, of the Company*s income before income tax &s of December 31, 2018 and
2017,

e 2018 2017
Effect on inceme Effect on ircame Effed va
stafeament Effect on Exquity Elatement Bajisdty
Incresse in basis points (+100) P 3418370 P L7ME9 P 2260170 £ 1800535
Diccrease in basis points i-100) [(3418370) [2754,6590) (2263, 170) i1, 400534)
Equity Frice Rizk

The Company i3 exposed to equity price risk arising from available-for-sale investments.

The available-for-sale investments are revalued on each reporting period end based oo guoled miarkel
prices. Any resuliing Galr value pains or losses arising from the revalustion of the availabbe=for-sak
investments sne recognized directly o the sistement of comprehensive income.  Availabbe-for-sak
investments test do not have o guoted mirkes price in enoactive market and whose Gauir value caanol be
reliobly measure are messured at cost less any impairment bosses atend of each reponing period.

Fair Vilue Mearurement
The following methods and assumptions were wsed to estimate the fair value of cach class of
financial instrumenis for which it is practiceble to estimate such value:

Financial Instraments Whose Carrying Amount Approximate Fawr Falue

The carrying amounts of cash and cash equivalents, premiuma due from ceding companies,
reinsurance recoverable on losses, premivms receivoble, commission receivable, premiums
reserve withheld by ceding companies, receivabloz, other current assets, salvage recoverable,
claims payable, premivm due 1o reinsurers, commission payeble, reserve for unearned premiums,
payahles, premium reserve withheld for reinsurers, bonus payable, credits to clients, docomentary
stamps payable and fire service tax payable which are ail sobject to normal rade credit terms and
are shori=term in nature, approximate their Tair values.

Awailable for 8ale Financial Assels

The Company’s available for sale financial ass2ts are quoted equity securities that carried at their
fair values as at December 31, 2018 and 2017, Fair value of aveilable for sale financial assets is
based on the closing quoted prices of stock investments published by the Insurance Commission.

The following table pressnts the Company's assets thal are measured at fair value at December
31,2018,

Fair valae measarement using

Sigmificard
Sictd prices in el ficaat urmhssrvahle Tatal
aclive morkgls  oheervanle mpols in
puls
{Level 13 [Level 2) {Leved 3}
Angilable-for-sele fancial pses
wiky Secuities P 45003560 P s - P 245 ks 1)

There are no financial instruments carried at fair value under Levels 2 and 3 during the vear,
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The following tzble presents the Company's assets thal ané measured at feir value at December
L, 2017,

Filr value measorement wlkng

b ; Sigmi hcany
Quoted prices in.  Siguificant bl Total
pctive markes pbservable mpats ;
nguis
(Level 1} {Lecl 2] {Level 3)
Avallablefor-sole finnncid asseds
iy securiles B OITTIRA 1T P -« W - " I (L]

There are no financial instroments carried at fair velue under Levels 2 and 3 during the year,

For assets and labilities that are recognized in the Company's financial statements in a recurring basis,
the Company detcrmines whesher transfers have occcurred between levels in the hierarchy by re-assessing
catesnrization (hased oa the lowest level of mpit that iz sigeificant o the fair value measurement 28
whaole) at the end of each reporting period. There were no trunsfers that occurred between level 1, level 2
and lavel 3 during the years ended December 31, 2018 and 2017,

The Company's management determines the policies and procedures for both recorring and nonrecurring
fair value measurements.

Fur the purpose of fair vakie disclosures, the Company has determined classes of assets and linbilities on
the basis of the mature, characteristies and risks of the asset or Bebility and the level of the fair value
hierarchy as explained above

Categorias of Financlal Irsiruments

The carrying valves and fair values of the Company's finazcial sssets and lisbilities per category are as

Tollows:
2018 217
Curryimg Fair Cremying Fair
Amnini Vilias Appunl Vb
Azemis {in thowands)
Cash and &ash ecuivaberis P IRRAE P QS48 P 255432 P 253ARD
Premisms duz from ceding companies 19,445 5,48 14,617 14,617
Feipaurasse romarable on loses 57,058 £7.008 1287 TERT6
Premazma receivabfie T 515 76505 a6 024 ath (24
Coenmission recevabie b L 5357 857 4,857
Premtama reserve vwilthbeld by codding compandgss THIR TJaZR 10285 10,243
Begeivabics 655 935 a7 Bi7
Chher curenl assels N3 21T 20708 20,708
Subvage recoverbHs M &dn &40 G40
Hoenilable-for-sale inveslmenis 16,765 16, THS 16,785 16, 7dd
F INMT P ITese? P oAd30E0 P 443 B5G
e ———— — S
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{1} 2017
Carrying Fuir Currying Fair
At Valuie Asminusk Valnz
Liskilities

Claims peysble * #,7 F a1,T B TA60S ¢ 13,505
Premiem due i reicsuress A1 408 31,408 17431 13421
Commbagon payabls 41,038 1,035 40,174 40,176
Resgrve for uneamed pramiums 114,148 114,145 2025 HO_294
Payables 4,EHn 4,45 0514 [d.514
Peesnium recerve witlibedd for reingimens 18M 1,577 157 577
Ronuses payable (See Mote 14) i, 470 0,478 5657 16587
Credinn poclienes {See Mabe §5) 16,245 16,245 4378 4175

Iipzumentary slamps peyable (See Mok 15) - 2489 TARD

P T0A4R0 P JOA4% P 259110 ® 2359111

Capital Risk Managemen!
The Company has established the following capita! management objectives, policies and approach to
managing the risks that affect its capital position;

+ To maintain the required level of stability of the Company thereby providing & degree of securily to
policyhalders,

# To allocate capital efficiently and support the development of business by ensuring that reurns o
capital employed mest the nequirements of its capitel providers and of its shareholders,

= To Lﬂain the financial flexibilily by maintaiming sirong lquidity and sccess 10 a range of capital
merkets.

+ Toalign the profile of assets and liabilities taking sccount of risks inherent in the business

® To mmintain financial strength to satisfy the requirements of the policyholders, regulators and
shercholders.

o To maintain strong credit ratings and healthy capital ratips in order 1o support its business objectives
ond maximize sharcholders value.

The operations of the Company are also subject to regulslory requirements within the jurisdictions in
which # cperates. Such regulations not only prescribe approval and monitoring activitics, bat also
impose cerfain resirictive provisions (ep., copital adequacy) fo minimize the risk of default and
insolvency on the part of the insurence companies to meet unforeseen lishilities as they arisz,

In reporting financial strength, capital and solvency are measured using the miles prescribed by the
Irsurance Commission of the Philippmes.

Capitalization Reguivements for Life, Non-Life, and Retnsurance Companies [Repablic Aot No, 10607)
Republic Act Mo, 10607 known es the Amended Insyrance Code requires that no new domestic life or
non-life insurance compuny shall, in a stock corporstion, epgage in business in the Philippines unless
possessed of g paid up capital equal 1o al least Oae Billion Pesos (P1,000,000,000). Provided that a
domestic insurence company alresdy doing business in the Philippioes shall have a net worth by June 340,
2013 of Two Hundred Fifty Million Pesos (F230,000,0000, Furthermore, said company musi kave by
December 31,2006 an sdditional Three Hundred Millicn Pesos (P300,000000) in net worth; by
December 31, 2019, an additional Three Hundred Fifty Million Pesos (F350,000,0007 I net worh; and
by December 31, 2022, an additional four Hundred Million Pesos (PSO00,000,000) in net worth.

The statutery net worth of life, non-tf, and reinsurance companies shall include the Company’ s pisid=up

capital, unimpaired surplus, retained earnings, and revaluation Increments as may be approved by the
lesurance Commissioner.

As ® December 31, 2018, the Company hes complied with the externally imposed new statutory
minimun net wirth requirement for Noo-life inswrunee companies of P350 million during the reporting
period.
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The capital structure of the Company consists of eguity attribrfable to equity holders comprising sued
capital and redained earmings.

There were no changes m the Company's approsch to capilal management during the period.

Unimpaired Capital Regquirermernt

The [nsurance Commission provided that for purposes of determining compliance with the law, rules
and regulations reguiring that the paid-up capitnl should remain intact and unimpaired a2 all times, the
stasement of financial position should show thar the net worth or stockhalder's equity i al least cqual to
the actual paid-up capital.

The following table shows the net worth and pald-up capital of the Company as of December 31, 2018
and 2017;

I018 2017
erworth r G88,854,562 P 303,392,609
Pald-up caplial 450, 00081, D00 2400, (M0, 000

Effective 2017, the new regulstory requirements pamely, Fimancial Reporting Framework (FRF),
Valostion Standards for Insurance Policy Reserves, and New Bisk-based capital framework (RBCE) will
be fully implemented, Tn 2015, the [nsurance Commission conducted parallel runs, the purpose of which
is to allow the insurance indusiry to assess fhe collective impact of implementing these new regulatory
requirements simultanesisly. This will allow the IC an opportunity 1w ebgage the industry in a3
meaningful dialogue and obtain feadback prior to the full implementation.

Rizk-based Capital Requirements

Insurance Memomndum Circular (IMC) 7-2006 provides for the Risk-based capital (RBC) framework
for the nonlife insurance industry 1o establish the required amount: of capial 1o be maintained by the
companies in rekation fo their investment and inswerance risk, Every nonlite insurance company is
annually required to maintsin a mininmum BBC ratio of 10054 and not fzil the trend test, Failure 1o meet
the minimum KBC ratic shall subject the insurance company o the corresponding reguiatory
interwantion which has been defined st warioas levels.

On Jume 10, 2015, the Insurance Commision isswed Circular Letter Mo, 20135-30 reguiring all non-1ife
insurance to purticipate in parallzl runs for the RBC 3-CN5 {Cluantitalive impact Study).

Circular Letter No. 2015-29 prescribes the new finsncial reporting framework (FRF) that will be used
for the satutory quarterly and annual reporting. This includes rules and regulations concerning Titles 1]
and TV of Chapter 1II of ihe Amended Insurance Code and all the other accounts not discusssd in the
Armended Insurance Code but are used i accounting of mswance and reinsurance companies.

Circabar Latter 2015-32 Yaluation Standerds for Mon-Life Insurance Policy Reserves, prescribes the new
viluation mothodology for the nenlife insurance compansies. Mo-life msurance companiss will ba
changing the basis of valuation of their nen-life insurnes reserves, In eddition to the unearned premium
reserves, the concept of unexpired risk reserves is also mcluded in the calcolation of the premium
Tiability. The incurred but nod reported (IBMR) reserves will sow be compuled using actusrial profection
technigues such as bul not limited to the chain ledder method, expected loss ratic method and
Barnheutter-Fergison method. A mangin for adverse deviation 1= provisionally set st 10% daring the
parallel rung and shall ba incorporated on both premiums ard elaims Hability valuation. Diccaus rates to
be uzed shall be based on the latest PRST-R2 rafes and the Bloomberg 1¥C Curve for Php and LDIS[-
denomirated policies, respectively.

Circolar Letter Mo, 20015-31 discussed the transition period and full implementation requirements for
FEF, veluation standards Tor insurance policy reserves and new nsk-besed capital framework, The new
regulatory requirements in the Circufars shall take effiect after & transition period, the parpose of which is
to allow the insurance Industry to assess the collective impact of implementing FRF, Reserving and
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RBC2-0IS simuliapecusly. Full implemantation will be June 30, 2016 with ransition cud-off date as o
January 1, 2016,

Cosrolidated Compliance Fromework

IMC 1020046 integrated the compliance standards for the Exwed capilalization and KBC framewerk, The
fixed capizalization reguirement for a given pertod may be suspended for insurers Bat camply with the
required RBC hurdle rate, provided that the industry complies with the required [ndustry RBC Ratio
Complanse Rate, The IMC provides the anmual scheduke of progressive rates for the [ndustry RBC
Ratio Compliance Rates and the REBC Hurdle Rates from 2007 w2011, For the review year 2011 which
shall be bosed on the 2000 syropsis, the Industry RBC Ratic Compliance Rate 15 90% and the RBC
Hurdle Rate is 250%,

On Junz 1, 2012, the DOF fssued DOF Order 15-2012 which provides that after 2012, compliance with
prescribed minimum paid-up capital reguirement may be deferred for existing insurers thot meet the
RBC hurdle rate of 150%. Failure to echieve one of the rates will rezall in the imposition of (Be fixed
capitalization requirements for the period under review.

The RBC ratio 15 caleulated by dividing the nat worth by the RBC requirement,

The following table shows the RBC ratio as of December 31, 2018 and 2017:

2018 2017
Networth r (88,854,552 P 705,592,610
RBC Requirement 96,476,705 98,050,919
REC ratia Tld% T2

The final RBC ratio can he determined only after the sccomts of the Company have been examined by
IC specifically as to admisted and non-sdmitted assefs as defined vmder the Code,

AdmintedNon-Admitted dzsets

Under Secticn 202 and 203 of B.A 10607 which seeks to strengthen the insurance indistry in the
Philippines prescribed admitted and non-admitted assets in the determmation of the financizl condition
of eny inserance company doing business in the Philippines detaik of which follow:

1018 2017
PRFS
Properiy amd eguipment - ael o resumulaed deprciaiion
Buklding r 20,706, %09 20, Tish, e
T ranspartation eqaipment 1,240,190 1,024 257
Electronic data processing machine 1. THT F2. 045
Furniture, fitures and squipmeant 512,233 408 43
Building improvements TEEATE 6 | A56
|easehald and Improvements 176,963 160,519
23, TE6EM) 232TITIS
Section 203 of the New Insurano: Code
Mow- adrritted propeel and eguipreri
Trnspoiation eguipment P 1240190 F 1,024,257
Furnitures, fistures and other office cquipment 512,233 408 439
Leazehold and Improvements 178, %3 180,515
1,531 386 1583 218

Section 202 af the New Insarance Code
Allrwed and admived azsefs r 20,705.444 P 21,680, 500
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F 1

29.

A 2017
FFRS
Currenl tax aises i i, 72T,698 1.B7Z2,1010
Diber curment assa1s 21,705, 165 20,707,960
13 430,863 22,580,061
Section 203 of the New lsurance Code
Nen adorinied otker ctvrenl and [ax A7EEDE
Prepaid invectment expenss 445,162 10,204,381
Accounts receivabie - BIR 1.H_?_.§D& -
E1,172.860 10,204, 501
Section 2 of fhe Mew [nswmnce Chde
Allrwed o melminted aerely 8 12258003 P 12373480
pLIES bk
FFRS
Pension asscl o MHulim ¢ 2,263,778
Chher nop-curreni Resets 1448 o9 141
|t'.ﬁfﬁ I
Bection 203 of the New lesurance Code
MNam aafmited oifer nan cureens arsely
Defermed changes - MCIT 4,134,540 30623355
Defernad @y aset - net .
Plar mizcin B4X 119 2363718
Werifization find BRT H9s T3 TR
Hefurndakle ﬁ!;'m:lrll! LEE B 132576
T Fumid 3,7 443 3776014
10,503,143 m,:e?‘gm“
Bection 202 of the mew Isuraooe Lode
Allowed and gamined aspeats T 1,188,738 ¢ [EERTE
T
IMYIDEND RESTRICT IO

Dividends to stockholders which the Company may declare are subject to the provision of insurance law
which stipulates that no such dividends may be distributed unless they originated from the excess profits
after considering retention equivalent to the paid - up capital, the margin of solvency, the legal ressrve
fund, and all losses that may be incurred in settlement of liabilities for taxes and expenses.

SOLVENCY REQUIREMENTS

An insurance company doing business in the Philippines shall & all times maimain the minimem paid-up
capital and met worth requirements as prescribed by the Commissioner, Such solvency requirements shail
be bazed on inernationelly accepted solvency frameworks and adopted only after due consultation with
the insurance indusiry associations,

SECURITY FUND CONTRIBUTEON

All imsursnce compunies doing business in the Philippings shall contribute to the Security Fund the
aggregate amount of PE000,000. Tha contributions of the companies shall be in direct propoertion to the
companies’ sgeregnte net worth as shown in therr lstest finnscial statements
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3. CONTINGENCIES, COMMITMENTS AND SIGNIFICANT CONTRACTS

)

Contingencies

The Compary is a party litigant in & case pending in the Regional Trial Court. As at December 31, 2018,
the outcome of the case i uncertain.  According to the Company's legal counsel, they have a goed
chance of winning the case,

Clompary as fessee

The Company entered into various bease sgreements on its branch office space ranging trom 1 1o 5
vears. Management has determined thet It dees nof retain the significant risks rewards of ownership of
the properties end has classified the leases a3 operating lesses. The lease agreements of some branches
melude upward escalution sdjustment on anmnasl rental rates,

In 2008 and X017, the total “Remals™ under “General and Admmistrative Expenses™ amounted o
PL 306,095 and 71,135,926, respectively,

Futwre minimum lease payments under the non-canceliable eperating lease follow:

2018 2017

Within | vear r S, 130 P 1,373,123
After one year, bui not more than 5 years 1918343 4, 552 E08
F i 473 r 255,011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The mere significant accounting pelicies and prastices of the Company are surnmarized below to fcilitase
the understanding of data presented in the financial sratements,

Bazis of Pregaratlon

These financial statements have heen prepared in accordance with Philippine Financial Reporting
Standards (PFRES). The term PFRS includes all applicable PFRS, Philippme Accounfing Standards
(PAS) and interpretation, which have been approved by the Finaacial Reporting Standands Couneil
(FRSCY and adopted by the Securitics snd Exchange Commission (SEC), including SEC
PrOmOURCETEN]S.

The fmancial statements have been prepared under the hisiorical cost convention except for available-
for-sale investments and a cartain property that have bemn measured st fair valoe. The Company’s
financial statgments are presented in Philippine pesos, which i3 the Tunctional s presentation curmency
under PFRS, All values are rounded to the nearest pesa except 65 otherwise indicsted,

The preparetion of financial statements in conformity with PFRS requires the use of cerain critical
accounting estimates. It also requires maragement to exercise its judgment in the process of applying the
Company's ecopunting policies, The areas invelving a higher degree of judgment or complexity, or areas
where assumptions and cstimates are significant to the financial statements zre disclosed in Nose 32,

Statement of Compliance
The fingncial gatements of the Compiny have been prepared in compliance with the PFRE.
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The Company presents assets and labilities in statement of fnancial position besed on currend/non-
current ¢lassification. An assst is current when it is;

Expecied to be realized or intended to be sold or consumed in nonmel operating cycle

Held primarily for the purpose of trading

Expected 10 be realized within twelve months atter the reporting period, or

Cash or cush eguivalent unless resivicted from being exchanged or used o seitle & fability for at
least twelve months after the reponing period.

LI

All other asgels are ¢lassified as non-curment,
A ligdility is current when:

It is expected to be settled in normal operating cycle

It Is held primarily for the purpose o mading

Tt is due o be settled within twelve months after the reporting period, or

There is no unconditional right w defer the settlement of the Tiability for s least vwelve months afer
the reporting period.

The Company classifics all other Linhilitics as non-current,
Dipferred tex assets and liabilivies are classified as non-cument assels and linbilsies,

Fair Value Measurement
The Company measures financizl mstruments at fair value af each financial position date,

Fair value is the price that would be received to 2|l an asset or paid to transter a liability in an orderly
tranaaction between market parficipants at the measuremsnt date. The hir valoe menserement = hased
on the presumption that the transaction to sell the asset or transfor the liability takes place either

v Inthe principal market for the asset of liability, or
#  [nthe absance of a principal market, in the most sdwmniageous market for the asset or Habiliy

The principal or the most advantageous market must be accessible to by the Company, The fair value of
an a3set or a liability i measured using the assumptions that market participants would use when pricing
the asset or lighility, assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are sppropriate @ the circumstances and for which
sufficient datn are available to measure fair value, maximizing the use of relevant observabke inputs and
minimizing the use of unobssrvable inputs.

MAll assets and liabilities for which fair velue is measored or disclosed In the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level
irpuf that is signifcant o the Fair value meéasurement as a whole:

Level 1 = Quoted prives {unadjusted) in active markets for identical asses of liabilites

Level 2 - Inputs ather than quoted prices included within lewel | that are observable for the asset
or liahility, either directly (that is, g prices) or indirectly (that is, derived from prices)

Level 3= Inputs for the asset or limbility thet are not based on observable marker data {that is,
unobservable inputs)
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Changes in Accounting Policies
The following explains the significant aceounting policies which have been adoptad in the preparation of
the financial statements.

The sccoimiing policies sst out below have besn applied consistently to all periods presentsd in thase
financial statements, except for the changes in accounting policies as explainad below.

e follewing standards and amendments have been isaeed effective ax of Jonwary 1, 2008,

PERE 9, Financiel lnstraments

In July 2004, the final version of PFRS 9, Financial fsernments, wis issued. PFRS 9 reflects all phases
of the financial instruments projects and replaces PAS 39, Financial Instruments: Recognition and
Meazurement, and all version of PFRS 9. The standard infreduces new requirements for classification
and measurement, impairment, and hedee accounting.  PFRS 9 includes revised puidance on the
classification and measurement of financial assets, including & new expected credit Joss model for
cakolating impairment, guidance on own credit risk on financial Habilities measured a2 fair velue and
supplements the new general hedge accounting. Retrospective application s required, but comparative
information is not compulsory.

These amendments have no significant impact on the Company’s financial performance and financial
position.

The following tahle shows the original classification categories under PAS 39 and the new classification
categories under PFES @ for each chass of the Company's fisancisl assets as ol January 1, 200 8:

Clzssification under Classificnsior under Carming Amount  Carrying Amount
PAS 30 PFRE 4 umder PAS 39 under PFRS @
Finnncinl asscts at
Cash Loans and receivables  amariized coal P 253431813 ¥ 2534311.813
Premiums due from Financial assets af
ceding companias Loans and receivahles  amartized cost 14,616,650 L4.616.650
Reinsurncs Findneial @sseds al
recoveraile on bosses Lpans and receivables  amarized cost 73875538 TLETI 558
Financial asets a
Fremiums receiveble  Loans and receivables  amortized oot 46,023,711 46,023,711
Financial aswets ai
Commission receivithle Loans and receivables  amortized cost 6,857 229 0,857 228
Premiums resgrve
withhald by ceding Financial asets at
COMpPAnies Loans and receivables  amorfined cost 2R 662 10 2R2 662
Finangial agusts a
Salvege recoverable  Loans and roceivebles  amortized cost G40 483 G40 483
Fimancenl nssets at
Beceivehles Louns mnd receivobles  amoriized ool BT 40T g37 407
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Classification under  Classification under Carrying Amount  Carrying Amount

PAS 39 PFRS 9 under PAS 39 under PFRS 9
Held-to-maturity Financial assets at
financial assets Held-to-maturity amortized cost 226,317,000 226,317,000
Available for sale _ Financial assets at
investment AFS investment FVOCI 294,081,170 294,081,170

The Insurance Commission has deferred the application of the amendments to the reporting standard.

Amendments to PFRS 2, Share-based Payment — Classification and Measurement of Share-based
payment transactions — The amendments clarify the effects of vesting and non-vesting conditions on the
measurement of cash-settled share-based payment transactions, the accounting for share-based payment
transactions with a net settlement feature for withholding tax obligations, and the effect of a modification
to the terms and conditions of a share-based payment that changes the classifications of the transaction
from cash-settled to equity- settled.

Amendments to PFRS 4, Insurance Contracts — Applying PFRS 9, Financial Instruments with PFRS 4,
Insurance Contracts — The amendments give all insurers the option to recognize in other comprehensive
income, rather than profit or loss, the volatility that could arise when PFRS 9, Financial Instruments is
applied before implementing PFRS 17, Insurance Contracts (“the overlay approach™). Also, entities
whose activities are predominantly connected with insurance are given an optional temporary exemption
(until 2021) from applying PFRS 9. Thus, continuing to apply PAS 39, Financial Instruments:
Recognition and Measurement instead (“the deferral approach”).

PFRS 15, Revenue from Contracts with Customers

This standard was issued on May 2014 and establishes a new five-step model that will apply to revenue
arising from contracts with customers. Under PFRS 15, revenue is recognized at an amount that reflects
the consideration to which an entity expects to be entitled in an exchange for transferring goods or
services to a customer. The principles in PFRS 15 provide a more structured approach to measuring and
recognizing revenue. The new revenue standard is applicable to all entities and will supersede all
current revenue recognition requirements under PFRS. Either a full or modified retrospective
application is required for annual periods beginning on or after January 1, 2018 with early adoption
permitted.

PFRS 15 requires entities to exercise judgment, taking into consideration all the relevant facts and
circumstances when applying each step of the model to contracts with their customers. The standard
also specifies the accounting for the incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract. In addition, the standard require extensive disclosures.

Based on the Company’s assessment, all of the Company’s contracts with customers generally undertake
to provide single performance obligation which is mainly rendering of services. Thus, the allocation of
transaction price to the single performance obligation is not applicable. The Company recognizes
revenue as the services are rendered at a point in time.

Accordingly, the adoption of PFRS 15 has no impact in the timing of the Company’s revenue
recognition.

Amendments to PFRS 15, Revenue from Contract with Customers — Classification to PFRS 15 — The
amendments provide clarifications on the following topics: (a) identifying performance obligations; (b)
principal versus agent considerations; and (c) licensing. The amendments also provide some transition
relief for modified contracts and completed contracts.
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Amendment to PFRS 1, Firsi-time Adopiion of Philinpine Financial Reporting Standaray — Deletion of
Shori-term Exempeions for First-time Adopters — The amendment 15 part of the Anaual Improvesments to

PFRS 2014 -2016 Cyele and deleted the shori-lerm exempiions in paragraph E3-E37 of PFRS |, because
it has now served its intended parpose.

Amendments io FAS 28, Invesrments in Associafion gud Joit Fenfures — Measuring on Associale ov
Joint Fenture af Fair Falire — The amendments are part of the Annual Improvements 10 PFRS 2004 =
2016 Cwele aml clarily that the ebection to measurs at fair valuz shrough profit or [oss an invesiment in
an associate of a joint veniwre that s held by an enticy that i3 venture capital organization, mutoal fund,
unit trust or ofher qualifying entity, is available for each investment i an associage or joint venture on an
investment-by-investment basis, upon initial recognition.

5 40, fnvesiwient Property — Transfees of Investment Progerty — The amendments
clarify that transfers to, or from, investment property (including assets under construction and
develepment) should be made when, and only when, there i evidence thal a change in uso of a property
has oceurred,

Fhilippine Interpretation IFRIC 22, Foreign Curvrency Transactions and Advance Congideration - The
mbarpeeiation provides uidance clarifying that the exchange rate to use i transactions that involve
advance consideration paid or received in a fordign currency is the oné at the date of initial récognition
of the non-monetary prepayment asset or deferred income liabilicy,

an PFRS issued iv

Relevant new and amended PFRE which are not vet effective for the vear ended December 31, 2018 and
have not been applied in preparing the financial statements summarized below,

Effective for ennual periods beginning on or afier January 1, 201%:

PERS 16, Leases

Thiz standerd was issued in Jenuary 2016, Under the new standard, lessees will no langer classify their
leases as either ocperatmg or finance leases in accordance with PAS 17, Rather, Leases will apply the
single-asset model, wherein lessees will recognize the assets and the related liabilitiss for most leases in
thoir balance sheets and, subsequently, will depreciale the lease assets and recognize interest on the lease
liabilities in their profit or loss. The accounting by lessors is substantiolly unchanged as the new atandard
carriss forwand the principles of lessor pccounting under PAS 17, Lessars, however, will be required o
disclose more information in their financial statements, particularly on the risk exposure 1o residual
value. The new standard is effective for annual periods beginning on or after January 1, 2009, with earfy
mhplil;m p:rmi.'ﬂ.&d.

These smendments are not epplicable and have no significant impact on the Company's finencial
perfoemance end financial pesition,

IFRIC Inferpeetation 23, Unceviainty over fncame Tax Trasmess

The Interpretation addressas the acconnting for income taxes when tax treatment Involve uncerainty that
affecis the application of 1AS 12 and does nol apply to taxes or levies purside the scope of 1AS 12, nor
does it specifically include requitements relating to interest and penaltics associzted with uncertain tax
treatmens.

The Interpretation specifically addresses the following:

*  Whether an entity considers uncertain tax treatments separataly
* The assumptions an entity makes aboul the examinafion of tux treatments by taxation authorities

= How & eatity determines taxable profi (lax boss), 2 bases, unused @x losses, unused 1ax coadis
and fax rates

*  How an entity considers changes in facts and circumsiances
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An entity must determine whether to consider each uncertain tax trestment separately or together with
one or more other uncertain tax treatments, The approach that bener predicts the resolution of the
uncertainty should be followed. The interpeetation is effective for annual reporiing pericds beginning on
or after 1 January 2019, but cerain transition reliefs are available,

These amendmenis are not apphoable and have po significant impact on the Company's financial
performiance and financial prsiton,

PERS 9 (Amendmesis), Prepayment Fentures with Negasive Compensation

Under PFRS 9, o debl instrument can be messured o amortised cost or &t feir value through other
comprehensive income, provided that the contractusl cash flows are ‘solely payments of principal and
interest on the principal amount cutstanding’ (the SPPI criterion) and the instrument is held within the
appropriate business model for that classification. The amendments to PFRS & clarify that @ financial
asset passes the SPPI criterion regardiess of the event or crrumstance that causes the early termination
of the contract and irrespective of which party pays or receives reasonable compensation for the early
termination of the contract.

The amendments should be applied retrospectively and are effective from 1 January 2019, with earlier
application permitted. These amendments have no impact on the Company”s financial statements,

PAS 28 (Amendments) Lovig-tarm interests in astociates shd fomt ventires
The amendments clarifly that &n entity applies. FFRS 9 10 long-term interests in an associaie or joint
venture to which the equity method & not applied but that, in substance, form part of the net investment
in the esseciabe or joim veniure {long-term interests), This clarification is relevant bécause it mphies that
the expected credit boss model in PFRS % applies to such Jong-term intsrests,

The amendments akso clarified thel, in spplving PFES 9, an enfity does nof ke account of any losses of
the associate or joint veniure, or any impairment losses'on the net investment, recognised as adjustments
to the net investment in the associate or joiml venture that arise Gom applying PAS 28 fmvestmerns jn
Arzociates ond Joind Vertures

The amendments should be applied retrospectively and are effective from 1 January 2019, with early
application permitted,

These amendments are nol applicable and hoave no significant impact on the Compary’s financial
performance.

PAS 19 (Amendments), Plan dmendment, Curtailment ar Seitlertent

The amendments to PAS 19 address the accounting when & plan amendment, curtailment or sanlement
occurs during a reporting period, The amendments specify that when a plan ameedment, curtzilment or
settlement occurs during the annusl reporting period, an etity is required to:

& Determine current service cost for the remainder of the period afier the plan amendmeni,
curtailment or setthement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) reflecting the benafils offéred under the plan and the plan sssets after
that event

®  Determing net interest for the remuinder of the period after the plan amendment, curtaglment or
settbament using: the nel defined benelit lisbility (assed) reflecting the berefits offered under the
phin and the plan assels after thist event; and the discount mie used to remeasure that net defined
beneth labilicy (asset).

The amemdments also clarify that an entity finst determines any past service oost, or a gale or [oss o
seftberment, without congidering the effect of the asset ceilimg, This amount is recognised in profit or loss.
An mﬁt'_-' then determines the effect of the asset miL’mg after the F‘I""“ um|;:|'||£1'|'|.1',:r|1.,l curtailment or
saftlement. Any change in that effect, exeluding amounts included in the net intercst, is recognised in
ather comprehansive income,
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The amendments apply to plan amendments, curtailments, or settlements occurring on or after the
beginning of the first annual reporting period that begins on or after 1 January 2019, with early
application permitted. These amendments will apply only to any future plan amendments, curtailments,
or settlements of the Company.

These amendments are not applicable and have no significant impact on the Company’s financial
performance and financial position.

PEFRS 3 Business Combinations

The amendments clarify that, when an entity obtains control of a business that is a joint operation, it
applies the requirements for a business combination achieved in stages, including remeasuring
previously held interests in the assets and liabilities of the joint operation at fair value. In doing so, the
acquirer remeasures its entire previously held interest in the joint operation.

An entity applies those amendments to business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning on or after 1 January 2019, with early
application permitted.

These amendments are not applicable and will have no significant impact on the Company’s financial
performance.

PERS 11 Joint Arrangements

A party that participates in, but does not have joint control of, a joint operation might obtain joint control
of the joint operation in which the activity of the joint operation constitutes a business as defined in [FRS
3. The amendments clarify that the previously held interests in that joint operation are not remeasured.

An entity applies those amendments to transactions in which it obtains joint control on or after the
beginning of the first annual reporting period beginning on or after 1 January 2019, with early
application permitted.

These amendments are not applicable and will have no significant impact on the Company’s financial
performance.

PAS 12 (Amendments), Recognition of Deferred Tax Assets for Unrealized Losses
The amendments clarify the accounting for deferred tax assets for unrealized losses on debt instruments
measures at fair value,

These amendments are not applicable and have no significant impact on the Company’s financial
performance and financial position.

PAS 23 Borrowing Costs

The amendments clarify that an entity treats as part of general borrowings any borrowing originally
made to develop a qualifying asset when substantially all of the activities necessary to prepare that asset
for its intended use or sale are complete.

An entity applies those amendments to borrowing costs incurred on or after the beginning of the annual
reporting period in which the entity first applies those amendments. An entity applies those amendments
for annual reporting periods beginning on or after 1 January 2019, with early application permitted.

These amendments are not applicable and will have no significant impact on the Company’s financial
performance.
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Effective hoeii fer 12020

Amendments to PFRS 3, Dafaition of Bies ety

The amendments 1o FFES ¥ were issued to help entitics determine whether an acquired st of activities
end essets is a business or nod.  The amendments clerify the minimum requirement to & business, remove
the assessment of & market panicipant’s shility to replace missing elements, and narrow the definiton of
oytputs, The amendments add puidincs whether an acquired process 18 substantive and add illusirative
examples. The amendments infroduce an opfional conceniration test to permit & simplified asseszment.
The amendments are effective for anoual reporting periods beginning on or after Janvary 1, 2020 and
apply prospectively, Earlier application iz permiftéd.

These amendments are not applicable and will have no signiflcant impact on the Company's fnancial
performance.

Amendments o PAS | and PAS 8, Definition of Walerial

The amendments were issoed to clarify and afign the definition of material. The amendments ara
intended w improve the understanding of the existing requirements rather than o significantly impact an
entity’s materiality jodgments. The amendments must be applied prospectively for annual period
beginning on or after Jamury 1, 2020, with earlier application permitted.

These amendments are pot applicable and will have no sigrificant impact on the Company's financial
perlormance.

PFRS 17, Imurance Contracts

In May 2017, the FASB issued PFRS |7 Insurance Contracis (PFRS 17), a comprehensive mew
accounting sandand for insurance conwracts covering recognition and measuremeni, presentation and
disclosure. Onee effective, PFRS 17 will replace PFRS 4 Insurance Contracts (PFRS 4) that wes issued
in 2005. PFRS 17 applics ta all types of insurance comracts (1.e., life, non-life, direct insurance and re-
insurance), regardless of the tvpe of entities that issue them, as well as to certain guarantess and financial
nstruments with discretionary participation feaures,

A few scope exceptions will apply. The overall objective of PFRS 17 s 1o provide an sccounting model
for insurance contracts that i3 more wseful and consistent for isurers. In contrast 1o the requirements in
PFRS 4, which are largely based on grandfathering previous loczl accounting policies, PFRS 17 provides
1 comprehensive model for insurance contracts, covering all relevant sccounting aspecis. The core of
PFRS 17 is the general model, supplemented by:

* A specific adapation for contracts with direct participation Feetures (the varisble fee approach)
» A simplified approach (the premium allocation aporoach) maknly for short-duration contracts,

PFRS 17 is effective for reporting periods beginning on or afler 1 Januery 2021, with comparative
figures required, Early application is permitted provided the entity also applies PFRS 9 end PFRS 15 o
or before the date it first applies PEFRS 17.

These amendments are not applicable and have no significant impact on the Company’s financial
performance and Ninancial position.
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PFRS 10, Consolidared Finagnclal Statenents, and PAS 28, Tnveriments in Assoclaies and Joint Vertures
- Imvestment Entities: Appiying the Consolidation Exceprion {Amendments)

These amendments clarify that the exemption in PFRS 10 from presenting consolidated financinl
staternents applies to a parent eotity that is & subsidiery of an investiment entity thal mensures all of its
subsidiaries at fair value and that only & subsidiary of an investment enfity that is pol &n investnent
entity itself and that provides support services to fhe investment enfity perent iz comsolifated. The
amendment alao allow sn investor (that is not an investment enfily and bas an invesimenl enfily associalbe
or joint veniure), when applying the equity method, 1o retain the fair velise measarerent applisd by the
investment entity associate or joint venture to its interests in subsidiares

These amepdments are not gpplicable and have no sigaificant impact on the Company since the
Comgpany is nod an investimen: entity nor does it have invesmment entity associates.

An entity nnst determise whather to considier soch uncerain tax treatrment separately or togethes with
one or more other uncennin tox treatments. The approach that better predicts the resolution of the
uncertainty sheuld be followed. The inerprotation i effective for annual reporting periods beginning on
or after 1 Januery 20019, but certaln wransition reliefs ane available. The Company will apply
interprefation from is effective date, In addition, the Company may need to esisblish processes and
precedures to abtain information thal i pecessary to apply the Interpretation on a timely basis.

Cash and Cash Ecuivalents

Caah inchudes cash on hand and in banks Cash eguivalents zre temporary placements with maturity of
less than three (3) months which can be withdrawn snytime depending on the immediste cach
requiremnant of the Company

Frevestmernt Contracts

Insurasice premiums are recognized directly as liabilities. Revenue consists of fees deducted for poficy
administration and surrender charges. Interes? or changes in the unit prices credited o the account
balances and excess benefit claims incurred in the period are charged as expenses in the smtements of
profit or loss ard sther comprehensive income. The Company, hawever, has no investment contracis.

Eheferred Policy Acquisition Costs (DAC)

Commissions and other acquisition costs that vary with and are related to securing new contracts and
renewing cxisting contracts are deferred and charged to expense in proporticn b the premium revenues
recognized. Subsequently, these costs are amortized over the terms of the policies as premium is earned
on 8 straight line basis vsing the 24™ method over the lifs of the coniract except for maringe cargn whers
commissions for the last two montks of the vear are recognized a5 expense the Tellowing wear,
Amorization 5 charged against the statement of profit or loss, The unamonized acqulsition costs are
shown in the assets section of the statoment of finsncial position. All other costs ere recognized ns
expense when incwrned.

A review on impairment & performed st each end of the reporting pertod or more frequendly when an
imlication of impairment ariszs. The carrying value s writien down to the recoverable amount and the
impairment los is charged 1o the statemeant of profit o loss and other comprebensive income,

Liability Adequacy Tes!

A ench financial pesition date, lizbility adequacy tests are performed 1o ensure the adequacy of the
contracl habilitics net of related DAC, In performing these tests, curren beat estimates of future
contractugl cash flows and claims handling and sdmintstration expenses, a5 well az investmend income
from the assets backing such liabilities, are used. Any deficiency is immedistely charged (o profit or
loss initially by writing off DAC and by subsequently establishing o provision for losses arising from
liahility adequacy tests (the unexpired risk provision),

Any DAC written off as a pesult of this test cannot subsequently be reinstated.
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Reimsurance Comtracty Hedd

Contracts enfered into by the Company with reinsurers uader which it 1s compensated for losses on one
or more contracts isswed by the Company and mest the chssification requirements for [nsurance
comtracts are classified as reinsurance contvects held, Conmracts thet do not mest these classtfication
requiretnents are classified as financial assets. Insurance cortracts entered into by the Company under
which the contract holder is another Insurer (inwards reinsurance) are mcluded with insurance confracts.
The benefits to which the Company i5 entitled under its reinsurance contracts held are recognzed as
reinsurance assels. These assets consist of shor-term balences due from reinsurers, as well as longer
term receivables that are dependent on the eapected claims and benefits arising under the related
reinsured msurance contracls. Amoonts recoverable from or due to reinsurers are measured consistently
with the ameuris associnied with the reinsured msurance contracts and in pccordance with the erms of
cach reinsumnce contrects. Reinsurance liabilities are primarily premiums payeble for reinsurance
coptracis and are recognized & an expense when due,

Recervables and Payables relared ta Insurance Contracts and Imvestment Coniracly
Receivables and paysbles are recognized when dee, These include amounts due to and fram agents,
brokers and insurance contract holders.

[f there is objective evidence that the insurance receivable is impaired, the Company reduces the
carrying amodnt of the insurance receivabls sccordingly and recopnized that impairment 1245 0 the
staternents of profit or lods end other comprehensive Incomes. The Company gathers the objective
evidence that en insurance receivable & impaired wsing the same process adopted for loans and
receivables. The impairment loss s alse calculated under the same method used for these fnancial
Aaseds.

Financial Assels

Finencial assets include cash and other [inancial instruments. Financial assets, other than hedging
instruments, are classified into the following cetegories: fineancial assets el fair value through profit o
Ioss (FWPL)Y, receivables, held-to-materity {HTM) investiments apd aveilable-for-sale {AFS) financial
assets, Financial azsets are assigned o the different cafegories by management on initial recognition,
depending on the purpose for which the investments were acquired. The desipnation of financinl assels
is re-gvaluated at every reporimg date a1 which date a choice of classificstion or accounting tregument s
available, subject 1 compliance with specific provisions of applicable accounting standards.

All financial asseds are recognized on their trade date. All Fnancial asses that are nol classified s a Cuir
vislue through profit or loss are injtielly recognized at fair value plus tansaciion costs.

The loregoing culegories of linancial instruments are more fully described below,

Finaniial Assets af FWPL

Financial asseds are classified us at fir velue through profit or Joss i they we scguired for e purpese
of selling in the near term or if so designated by the management. Derivatives assets, including
seperated embedded derivatives are also classified as ot fair value through profit or loss unless they are
designated as effective hedging instruments.

Iritlal recogniion ard mecswremen!
Financiol assets ot fair value through profit or leas are initially recorded at fair value. Transactions costs
incurred for the noguisition of the financial assets are directly expensed owtright.

Shibraguand seaur el

Subgequent Lo initial recognition, the financial assets inchuded in this category are measared at fair value
with changes in fair value recognized in profit or kess Financial assets oelginally designated as financial
assets at fair valoe through profit or loss may not subsequently be reclassified.

The Company has no investment classified wnder this categary,
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Loans vl Receivables

Loans and receivables are financial assets with fixed or determinable payments and fixed maturities that
are not guoted in an active market. They are not entered into with the intention of immediste or So-
term resale and are not classified as other financial assets held for treding, designated as AFS financial
as=els or securities at FYPL,

Inirial recognirion and mecsirement

Loans and receivables are initially recognized & fair value plus fransaction costs that are directly
attributable o the acguisition or issuance of the financizl msel. The far valus of the kan receivable
initial recognition is normalky the transaction price, meaning the amount of the Joan granted.

Srbseguens mMeasurement
After inllial measarement, loans and receivables ane subsequently measured at amortized cost using the
EIR method, allowanges or reversals of allowances being made wherd nécessary on rémsasuring.

Tmpairment of Financial Ases

A Joan and receivable is deemed impaired when there is objective evidence that an impairment boss on
lonn and receivables has been incurred, Galas and losses ae recognized In the profit or loss when the
louns and receivables are derecopnized or impaired, and through the smortization process.

Loans and receivables includes cash and cash equivalents, premiums due flom ceding companies,
reinsurance recoverable on losses, premiums receivable, commission receivable, premiums reserve

withheld by ceding companies, salvage recovernble and other receivables in the statement of financial
pasition,

Available-for-Sale Finascia) Assels

Financial assets of the Company include available-for-sale financial essels. AFS fimncial asets are
those non-derivative financial assets that are designated as AFS or are nod clessified in any of the three
oiher categories. AFS financial assets include fnancial nsicts not quoted i an sctive market and are
classified as AFS when purchased and held indefinitely, bat which the Company anficipates 1o =all in
response 1o Hguidity requiremiénts or in anticipation of changes in inierest rates or other factors.
Financial assets may be designated under this category provided such are not held for trading.

Tnitial recognition and measurement

AFS financial assets are recognized initially st fair value, The fair value of investments that are actively
traded in organized financial markets is determined by refersnce 10 guosed market bid prices at the close
of business as at the datz of financial position. AFS equity inwestments that do not bave a quoted market
price in an active market and whose fair value cannot be refiably measure are measured al cost less any
impairment losses at end of each reporting period.

Subsequent megsuremen

After initial recognition, changes in the fair value of AFS financial assets are recognized in eguity,
except for the foreign exchange NMuctuations on AFS debl securities and the related effective interest
which are tnken directly to the statements of profit or loss and other comprehensive income. These
changes in Tair values are recognized in equity unlil the investment is sold, collected or otherwise
digposed of, or until the investment is determined o be impaired, at which time the comulative gain or
loss previously reporied i equity are included in the siatements of proflt or loss and other
comprehensive income,

impairmend of Financiol Assets

The Company assesses ot each atatement of fioancial pesiton date whether there i objective evidence
that o fiancind asset or group of Dnamcin] assets 15 mpaived, A financial asset or a groap of financial
assets s deemed o be impaired if, and only if, there is objeciive evidence of impaimment & a resuli of
apg or more everts thet has occurred after the initial recogaition of the asset (an incurred “loas event®)
and that loss event (or events) hns an impact on the estimated fotare cash flows of the financial asset or
ihe group of finnncial assets that can be reliably estimated. Evidence of impairment may include
indications that the bomewer or a group of berrowers @5 experiencing significant financial difficulty,
default or delinquency in intersst or principal payments, the peobability that they will enter baskruprey
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indications that tha horrower or & group of borrowers is experiencing significant financial difficulty,
defaul or delingquency in mterest ar principal payments, the probability that they will enter bankruptcy
or other financial reorganization and where ohsérvable data indicate that there is measurable decrease in
the estimated future cash flows, such as changes in &rvears or econemic conditions that comrelate with
defiaults.

In case of equity investments clessified as available-for-sak financial esscls, objisctive evidence would
inglude & significant or prolonged decline in the far valoe of the investment below its cost, When a
decline m the fair value of an available-for-sale financizl sssel has been recognized in other
comprehensive Income reserve eccount and there is objective evidence thal the assed is impaired, the
cumubative loss that had been recognized in other comprehensive income reserve account s reclassified
from other comprehensive income reserve acconnt to profit or loss as a reclassification adjustment even
though the financial assel has nol been derecognized. The amoumt of the cumulstive |oss that is
reclassified from other comprehensive income account to profit or loss is the difference between the
poquisition cost (net of any principal repayment and amortization) and current fair value, less any
impairment loss on that finoncial asset previously recognized in profic or loss, Impairment losses
recognized in profit or loss for an investment in &n equity instrument are not reversed in profit or loss.
Bubseguent incresses in the fuir volue afier impairment are recognizsd dirsetly in other comprehensive
inciHmE reserve account.

In the case of debt instruments classifed as AFS, impairment is assessed based on the same criteria as
financial assets camied &t amodtized cost, Interest continues 1o be secreed at the origmal effective interesl
rate on the reduced carrying amount of the asset and 15 recosded as part of interast income in the profit o
loss. If, In subsequent vear, the fir value of & dedt instrument Increased and the increase can be
objectively related to an event occurring after the impaimment loss was recognized in the profit or Loss,
the impaLirment koss is reversed through the profit or loss.

Held-io-Manirity Financial Assets

HTM financial assets include non-derivative financial assets with fixed or detemminable payments and
fixed maturities for which the Company’s management has tye positive intention and ability 1o hold w
maturity, Where the Company sells other than an insignificant amount of HTM financial assess, the
entire cabegory woull be ainted and classiled as AFS Ninancial assets,

Inttial recognition and measurement

Held-to-mafurity financial assels are infbially recorded af fair value plus transactions costs that arg
dirgctly attributable to the acquisition or issuasce of the financial asser. The fair value i3 usually the
actunl transaction price on the transaction dote,

Subsequrdtl We@sImemeng

Held-to-maturty financial assets are subsequently migasured & amortized cost using the effective
interest method, In additien, if there is objective evidence thal the invesiment has been impaired, the
finaneial mssot i3 measured at the present value of estimated cash Mows. Any changes to the carrying
amount of the investment are recogmized in profit or loss

Fmpatesrani of Finansial Avsels

If there is objective evidence thal & financial assets carried o amortized cost is impaired, the impaiment
loss iz measurad as the difference becween the asset's carrying amount and the present value of the
estimated fumure cash flows discounted using the original effective interest rate of the financial azset.

The corrying amount of the asset is reducad through the wse of an allowance scosunt and the amownt of
the loss is recognized under “asset impairment” in the statements of profit or loss ond other
comprehensive income  If, inoa subsequent period, the amourd of an mpaimment loss increasss or
decreases bacause of an event occurring after the impairment was recognized, the previously recognized
impairmant loss is increased or reduced by adjusting the allowance account. Any subsequent revessal of
an imparment loss 15 recognized in the statements profit or loss and other of comprehensive. income, b
the extent that the carryving value of the asset does not excesd its amortized cost af the reversal date, Ifa
future write-off is later recoverad, the recovery s recognized in profit or loss.
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Financial lfakilitnes .

All financial liabilities are initially recognized at the fair value of the consideration receives less directly
atributable transaction costs. After inifial recognition, other finencial labilities are subsequently
measured at amortized cost using the EIR method. Gains and losses are recognized in the profit or loss
when the Labilities are derecognized or impaired, as well as through the amortization process

Other Financlal Linhilities _ :
This category pertains to financial liahilities that are not held for trading or not designated as at FVPL
upon the inception of the liahility. These include liabilites arising from operations or borrowings.

All financial liabilities are recognized mitially at fair value of the consideration received less directly
aitributable costs, After initial recognition, these are subsequently measured ot amortized eost using the
cffective interest method. When liabilities are impaired or derecognized, any gain anhd losses are
recognized in the profis or loss,

Included in this category are the Company's claims payables, premiums due 10 reinsurers, commission
payable, reserved for unsarned premiums, premiums reserve withheld for reinsurers and other paysiles
(exept for tax Labilitizs).

The Compuny has no designated financinl liability at FVPL.

De-recognition of Financial Assels and Liabililies
Financiol Axsety

A financial asscl {or, where applicable a part of & financial sssci or part of a group of similar finoscial

miscis) is derecognized or removed from the Comparny’s sisfements of finemcial position whers;

= the rights to receive cash Mows from the asset have expired,

» the Company relains the right 1o receive cash flows from the assel, but has assumed an obligation 10
pay them in Tl widvout maserial delay o a third pary under & ‘pass-through’ -arrangement, or

o the Company hes transfer its rght to receive cash flows from the assst and either (a) has ransferred
nor retalned substantially all the risks and rewards of the asset, or (b} has neither wansfered nor
retained substantially ell the risks and rewards of the asset, but hes transfarred conrol of fhe asset.

Where the Company has transferred it rights to receive cash flows from an asset and has neither
tramsfermred nor refained substontially all the risks and rewards of the asset nor wansfered control of the
nsset, the wmet is recognized to the extent of the Company's continuing involvement in the assct
Continuing involvement that takes the form of a guarmntes ower the transferred nssct is measured ol the
tower of the original camying emount of the asset snd the masimem amount of considerstion that the
Company could be required to repay.

FMurchases and sales of investments are recogaized or derscognired on trade date, the date on which the
Compeny commits 0 purchase or sell the asset. At initial measurement, finoncial instruments are
measured equal to their fair value including transaction costs, Transsctions costs incurred at &
sithsequent date related fo the fmnsfer or disposal of a financial instrument are oot included in the
siebsequent measurermant of the financial ingfrumerd. Such costs are only included in the statements of
profit or lows and other comprehensive income when de-recopgnition occors, Finencial ssseis are
derecognized when the rights to receive cash fiows from the investments have expired or have besn
transferred and the Company has mansferred substantially all risks snd rewards of ownershis.

Financial Liahilities

Financial liabilities are derecognized when and only when obligation under lighility is discharged or
cancelled or expired, Where an existing financial lisbility is repleced by another from the same lender on
substaptially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a de-recognition of the original lahility and the recognition of a
new liability, and the difference in the respective camying amounis 1s recognized in the profit ar loss.
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i ts

Financial assets and finsncial lisbilities are offset and the nel amount reported in the statements of
financial pesition if, end only if; there is & currently enforceable legal mght to offsst the recopaized
amaounts and there is an infention to seitle on & nel basis, o (o realize the asset and seitle the liabiliny
simultensausly.

As al December 31, 2018 and 2017, the Company s not off setting financial instruments in accordance
with PAS 32 and does not have relevant offsetting emangements. The Compeny is presenting its
financial assets and financial lisbilities at gross amounts i the ststement of firancial pesition

Cither Investments
riher investments which includs real estate acquired and the Company’s coniribation 10 the Security
Fund are stated 5t cost These are inchadad in other non-curment assets.

Impairment of Reliswiance Contracts
The Company assumes reinsurence risk In the normal course of business for nonlife insurance contracts

whien applicable. Premiums and clains on sssumed reisurasce wre recognized as revenus of expensss in
the same manner as they would be if the reinserance were considered direct business, taking ine accoun
the product classificalion of e reindured business. Relrsurance labilities represent balasces due w

reinsuranee  compamies, Amounts payvoble ore cstimated im o mnnner consistent with the related
teifsuranes contract.

Premiums and claims are presented on n gross basis for both ceded and assumed reinsurance,

Reinsurance assets or liabilities are derecognized when the contractual rights are extinguished or expired
or when the confrnc B fransferred (o another party

The Company assesses at each fimancial position date whether there is objective evidence that a
reinsurance comtract is impaired. A reinsurance contract is impaired if, and omly if:

« there is objective evidence, a5 o result of en event that occurred after initial recognition of the
reingurance assel, that the cedant may not recgive all amounts due 1o [t under the terms of the

contract and

» the event has reliably measurable impact on the amounts that the cedant will receive from the
reinsurer,

Pr Equipment

Property and equipment are stated a1 cost except for the building that is canded a1 appraisal value less
gccumalated depreciation and allowance for impairment loss. When assets are sold or retired, their cost,
accumalyed depreciation and any allowance for impairment are elimimated from the accounts and any
gain or loss resulting from the disposal is included in the statements of profit or kss.

The initial cost of property and egquipment comewises its purchase price, Including imipont duties and
taxes and any directly auributable costs of bringing the asset © s working condition and location for its

imtendded wse. Expendilures incurred aler the property amd equipment have been pul into operation, suwh
a5 repairs and maintenance, are noramally cherged 10 expense in the period the costs ane incurred.  In
shwations where bt can be clearly demonstrated that the expendibones have resulted in an increase in the
future economic benefits expecied fo be obtmined from the use of an item of property and equipment
beyond its originally assessed standard of performance, the expenditures are capitalized o5 on additional
cast of property and equipment.

Building i5 messured ot fair value less sccumulated deprecintion on buildings and Impainment |osses
recognized after the date of the revaluation, Valsations will be performed frequently enough to ensure
that the fair value of a revalved asset doos not differ materially from its carying amount. Any
reviluation surplus is eredited to the revalustion surples included i the satement of financial position,
excepl b the exteal thal it reverses a revaluation decrease of (he zame assel pravieusly recognized in
profit or loss, in which case the increase is recognized i profit or loss. A revalustion deficit is
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recognized in the statement of income, except to the sxtent that it offsts an existing surplus on the same
asael recognized i the revaluation surplhus,

Accumilated depreciation as of the revaluation date is eliminated against the gross camying amount of
the asset and the net amount is restated to the revalued amount of the asset. Upon disposal, any
revilustion reserve relating to the particulsr asset being sold is trens ferred to retained eamings.

Depreciation is computed on 8 smaight-line basis ovar the following estimated wseful lives of the assets:

Building 20 yeans
Buikding bmprovenwns 1-3 weurs
Lensehold and improvemenis 1-3 yeurs
O Namitune and fixures L-10 yeurs
Tramsporiston equip meni 2-3 years
Elecironic Data Processing M rchime I=5 years

The wseful lives and depreciation method are reviewed persedically to ensure that the periods and
method of dwiaﬂﬂn are gonsistent with the expected patiern of economic benefita from ftems of
property and equipment.

Tmpatra et of Neogfinancial Assets

Property and equipment and other non-cumrent assets are reviewed for impairment when events or
chemges in circumstances indicate that the carrying value may not be recoverable: [Fany such indication
exists and where the camying values exceed the estimated recoverable amount, the assets or cash-
peniarating units are writhen down to their recoverable amoumts,

The estimaled recoverable amount is the greater of an asset's net selling price and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discoont rate thot reflects current marked pssessments of the time value of money and the nsks
specific 1o the asset, For an assed thal does not generale largely independent cash inflows, the estimnted
recoveradle amounl & determined for the cash-genematicg unit to which the asset belongs, Impairment
Ioas iz recognized in the statement of profit or less and other comprehensive income.

Reversal of impairment losses recognized in prior vesrs is reconded when that there is an indication that
the Impairment [osses recognized for the asset no longer exist or have decreased.  The reversal s
recorded in the statements of profit or loss and other comprehensive income. Howewer, the incrensed
camying amount of an asset due 10 reversal of an impairment foss is recognized to the sxtent thal it does
not exceed the carrying amowny that would have been determined (net of depreclation) had ro
impainment loss been recognized for the asset in prior years.

De-recoagnition of Nonfingneisl Axsets

An iem of the propeny end equipment is derecognized upon disposal er when no fuiure economic
benefits are expected from s use or disposal. Any gain or less arising on the derecognition of the assets
(eamputed &5 the difference between the net disposal proceeds and the carrying amount of de nsset) is
included in profit or loss in the year the asseds is derecognized,

Shate Capieal

Shares are classified as equity when there is no obligation to transfer cash or other assets.  Ineremental
costs directly attributable to the issue of equity instruments are shown in equity as & deduction from the
procesds, et of tax,

When the Compeny purchases the Company's equity shares capdtal (treasury shares), the consideration
paid, including any directly atributable incremental costs (not of income taxes), is deducted from equity
attributable to the Company™s equity holders.  Where such shares are subsesquently sold, reissued or
other~iss disposed of, any considerntion received &5 included in equity atirfbutable o the Company’s
equity holders, net of any directly anributable incremental transaction costs snd the related income tax
effacis.
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The Company’s share capital includes common stocks, preferred shares and treasury stocks.

Retained earnings include all the accumulated earnings of the Company less dividends declared.

Revenue Recognition .

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. The following specific recognition criteria must
also be met before revenue is recognized:

Insurance Contracts and Investment Contracts

(a) Recognition and Measurement

Short-term Insurance Contracts
These contracts are casualty and property insurance contracts.

Casualty insurance contracts protect the Company’s customers against the risk of causing harm to third
parties as a result of their legitimate activities. Damages covered include both contractual and non-
contractual events.

Property insurance contracts mainly compensate the Company’s customers for damage suffered to their
properties or for the value of property lost. Customers who undertake commercial activities on their
premises could also receive compensation for the loss of earnings caused by the inability to use the
insured properties in their business activities (business interruption cover).

Premiums from short duration insurance contracts are recognized as revenue over the period of contracts
using the 24th method. The portion of the premiums written that relate to the unexpired periods of the
policies as at the date of financial position are accounted for as Unearned Premiums and presented in the
liability section of the statements of financial position. The related reinsurance premiums ceded that
pertained to the unexpired periods as at the date of financial position are accounted for as Ceded
Reinsurance Premiums shown as part of assets in the statements of financial position. The net changes
in these accounts between financial position dates are either charged or credited to income.

Commission income earned from short duration insurance contracts are recognized as revenue over the
period of contracts using the 24™ method except for marine cargo where the deferred reinsurance
commissions for the last two months of the year are considered earned the following year. The portion of
the commissions that relates to the unexpired periods of the policies at the reporting date is accounted for
as deferred reinsurance commissions and lodged into commissions payable and presented in the
liabilities section of the statement of financial position.

Interest income is recognized as the interest accrues using the effective interest method.

Other income includes gain on sale of stocks and property and investment income. Gain on sale is
recognized when sold. Recovery from impairment losses is recognized when collected.

Dividend income is recognized when the right to receive payment is established. Revenues from
dividends received and those from other sources are recognized when declared and earned regardless of
when received.

Foreign currencies denominated monetary transactions are translated into the functional currency using
the prevailing exchange rates at financial position dates. Exchange gains or losses arising from foreign
currency transactions are credited or charged directly to operations.
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Expense Recognition

Expenses are recogmized in the statements of profit or loss when decrease in fiure economic benefit
related tp & decrease in assed of &n increase inoa liability has arisen that can be measured reliahly.
Expenses are recognized in the statements of profit or loss and other comprehensive income:

# on the basis of a direct ssseciation between the costs incurred and the caming of specific items
ineome;

» on the basis of systematic and rational allocation procedures when economic benefits are expected o
drise over several accounting pesiods and the associntion can anly be broadly or indirectly determmed;
or

® fmimediatzly when expenditure produces no future esoromic benefis or when, and o the extent that,
future cconomic benefits do not qualify or cease to qualify, for recognition in the stalements of
financial position as an asset.

Henafits and Clatms
Ciross benefits and claims consist of benefits and claims paid to policyhobders, which are besed on the

loss adjuster estimates, It further inchades internal and exemal claims handling ¢osts that are directly
refated to the processing and settlement of claims.

Inzurance claims are recorded on the basis of notifcation received.

rher Uﬂn"z'mfﬁrw Exprmﬂ'

Oiher underwriting expense pertging to the costs incerred by the Company prior (o the isamnce of
policies to its policyholders, Thess costs include expenses for technical inspections, actuarial reviews
and other work that is necessary 1o determine whether or not 10 scoept the risks to be written, Thess costs
B recognised &S cxpense is they are incarred.

General Expenses
Cigneral expenses are recognized in the statement of profit or Ioss as they are incurred.

Camprehensive Income
The Company uses single statement of comprehensive incame, in which it presests all items of income
and expense recognized in the pariad,

Bzlatsd Parly ips and Transactions

Related party relationship exists when (a) a person or a close member of that person’s family has contral
or joint control, has significant influence or is a member of the key management personnel of the
reporting entity or o parent of the reporting entity, (b) An entity is related to the Company if, the entity
and the Company are members of the same group, one entity is an associate or joint venture of the other
entity, both entities are jomt ventures of the same thind party, onz entity is a joint venture of & third entity
end the other entity is &n associate of the third party, an enlity is a post-employment benefit plan for the
beaefit of employees of the Company, the entity is controlled or joinl controlled by a person who has
contrel or joint control over the Company nnd a person as identified in {a) above has significant
influgnce dver the entity is a member of the key managemest personnel of the entity or of a parent of the
entity. In considering each possible related party relationship, atention is direcied to the substancs of ke
refationships, and not merely 1o e legal form.

A related party transaction is a wansfer of nesources, services or obligations berwean related parties,

regardless of whether a price is charged,

Leases

Leases where the Company retains substantially all the risks and berefis of ewnership of the asset are
clasaified as operting leascs,
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The Company as Leises
Reatals payable under operating leases are charged to profit or loss-on another sysiematic bass, which s
imore representative of the time pattern in which economic benefits from the leased asser are consamed.

Contingenl rentals arising under operating feases ore recognized as an expense in the peciod ln which
they wre incumed.

Employee Benefits

a. Refirement Cogt
The Company”s retirement plan is non-contributory and of the defined benefit tvpe which provides o
retirement benefit equal (o One-half month’s salary for every vear of credited service in sccordance
with the Retirement Pay law {Republic Act Mo, 7641). Bencfits are paid in lump sum upon retirement
oT separstion in accordance with the terms of the plan. A The retirement cost & defermined by
appiying the Accrued Benefit Actuarial Cost Method mkmg into account the factors of investment,

metality, disability and salary projection mte. The fund is administerad by a8 duly appeintzd fund
truastee.

b Ehor-term emplopes benefits
Wages, salaries, paid anounl leave, sick lesve, bomuses, social security conribution, philheakh
eouitribution, peg-ibig comtribution and non-monetary benefits are recognized &s emplayee benefit expense
and ncorued when the associnied services ere rendered by the employvess of the Company,

e <sharing and honws plany
The Company recopaizes a liability and an expenss for bonuses and profil-sharing, based on & formula
that takes imo consideration te profic anribwtable o the company's shareholders afier certain
adjpstments, The Company recognizes & provision where contractually obliged or whers there iz a
past practice that has ceeated a constructive obligation.

Income taxes
The tax expense for the pericd comprises current and deferred tax,

Current faxes

The cwrrent income tux charge 15 caleulnted on the basis of the tax lows enacted or substentively enscted
al the balince sheet date where the compeny operate snd generate tawable income. Managemend
periodically evalusies positions taken in tax returns with respect fo sitaations in which applicahle tax

repulation i subject to inferpretation. [t establishes provisions where appropriale on the hasis of amounts
exnected to be paid to the tax swthorities,

Dgferred indome taxes

Deferred income tax is recognized on temporary differences arising between the tax bases of assets and
liabilities and their carmying amounts in the financial statements. However, deferred tax habalities are not
recopnized If they arise from the initial recognition of goodwill, deferred income 1ax is not accoumted for
if it arises from initial recognition of an asset or liability in & transaction other than o business
combination that at the time of the transaction affects neither ncoouwnting nor taxable profit or loss.

Deferred income tax i determined using tax rates (and laws) that have been cnacted or suhstantively
enacied by the balante sheel date and are expecied  apply when the relsed defemed moome thy assel iy
realized or the deferred income tax liability is sealad.

Dreferred income 1ax assets are recognized only 1o the exient that if 45 probable that Tuwre @xable profil
will be available against which the emporary differences can be urilized,

Defiorred tax relating o fems recognized owtside profit and loss i3 recognized in comelation to the
underlying transaction both m CCT or directly in equity and not in the company s statements of profit o
loas and other comprehensive income,
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Deferred income fax assets and liabilities are offset when there i a legally enforceable right 1o offssat
current tax assets against carrent tax lishilities and when the deferred income taxes assets and Labilities
relate o ncome taxes levied by the same taxation authority on eitber the same faxable entity or different
inxshle entities where there is an intendion (o setile the balances on & net basis,

Currend and deferred tax for the year

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

Faliwe-added Tax (VAT)
Revenue, expenses and ssets are recognizad net of the amomnt of VAT, except:

& where the VAT incurred on & purchase of assets oF services is nol recoversble from the tax
autharity, in which case the VAT I3 recognized as part of the cost of acquisition of the asset or
a5 part of the expease item applicable; and

o receivables and payables that are staced with the amount of VAT incloded,

Eamings per Share
Basic carnings per share 5 caleulsied by dividing net income by ithe weighied average number of
ordinary shares outstanding during the year, adjusted for any subsequent stock dividends declared,

Diluted carnings per share amounts e calculated by dividing net income by the weighted average
mamber of ordinary shores outsnding daring the vear plus the weighted average number of ordinary
shares putstanding that would be l3sued on the conversion of all the dilutive poteatizl ordinery shares
mte ordinary shares,

Book Value per Share
Book value per share is calculated by dividing stockholders equity by the weighted average number of
ordinary shares outstanding during the vesr, sdjusted for any subsequent stock dividends declared.

Provvisions

Provizions are recognized when present obfipations will probably lead to an owtfiow of sconomic
resources and they can be estimated relishly even if the fiming or amount of the ooiflow may s6ll ba
imsertain. A present obligation arises from the presence of 8 legal or constructive commitmment that has
resulted from past evenis,

Provisions are measured at the estimated expenditure required to settle the present obligation, besed on
the most reliable evidence available &t the financial position datz, including the risks and uncertamties
nssociated with the present obligation. Any reimbursement expected to he received in the course of
settlement of the present obligation is recognized, if virfually certein as a separate asset, not excecding
the amount of the related provizion. Where there are g number of 2imilar obligations, the Hkelibood that
an outflow will be roguired in setilement is determined by considering the class of oblipations as a
whole, In addition, long-lérmm provizions are discounted to their present values, where time value of
money is material,

Provisions are réviewed af 2ach financial position date and adjusted to reflect the cumrent best estimate,
In those cases where the possitle outflow of cconomic resource 88 @ resull of present obligations is
consilered probable or remote, or the amount (o be provided for cannot ke measured reliably, no lsbility
is recognized in the financkal scatements.

Protmble inflows of economic benefiz thial do ol v meet the recognition criteria of an assct are
considered contingent asers, hence, are not recognixed in the fmancial saterments.
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Contingencics

Contingent liabilities represent possible obligations whose existence will be confirmed enly by the
pecurrence or non-ocowrence of one or more uncertain future events not wholly within the coatral of the
Company, They are nol recopnized in the financial statements but are disclosed unless the passibility of
an outflow of resources embodying economic benefits is remote,

A contingent asset |3 not recognized |n the financial sttements bt disclosed when an inflow of
economic benefits is probable,

Subsequent Events

Post year-end events that provide additional information about the Company’s position = fmancial
position date (adjusting svents) are reflected in the financial siaterments, Podl vear end ovents thal are ni
adjusting events are disclosed in the notes to fineancial stalements when material.

32, SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

I the appl[-mtinn 1;|rli'bE-Eﬂl'nplr::,-"si HW-DI..I.]'“.[]E Pulir:in.. which are described in Mode 31, ru.unugum.ﬁ'l‘t s
required to make judgments, estimeies and sssumptions about the camrving amounts of assets and
liabilities that are not rﬂﬂﬂ:,r appareni from cther sources. The estimabes and associafed murrq‘:bil:ln!. arg
besed on historical experience and other fecbors that are congidered 1o be ralevant. Actual results may
differ from these estimates.

The estimates and underlying asumptions &re reviewed on an ongning basis. Revisions 1o accounting
estimales ans recognized in the period in which the estimate 1s revised if the revision affects anly that
period or in the period of the revision and future periods if the revision affects both current and furure
periods,

lucgments

In the process of applying the Company's accounting policies, management has made judgments, apart
from those involving eslimations thot have the most significant effect on the amounts recognized in the
financial statements:

Producd clagsification

The significance of insurence risk i dependent on both the probabilty of an insured event and the
magnitude of ils potentinl effect. As a general puideling, the Company defines significant insurance risk
a5 the pessibility of having tw pay benafiis on the occurrence of an insured event that are 1 least 0%
more than the benefics payable if the insured event did not ocear, The Company has deermined that the
insurance policies have significant insurance risks and therefore meet the definition of insurance
coatracts and should be accounted for &5 such.

Fair Faiwe Measwrement of Financial nsruments

When the fair velues of fnascial asseis and foenciel labilites recerded in the statemment of financial
position cannot be measored based on guotcd pricds in active markets, their falr valee is moasured using
valuntion techniques including the DCF model, The inputs to these models are taken from observable
miarkels where pessible, bul where this i3 nol feasible, a degren of jodgment is required in establishing
fair values. Judgments include considerations of inputs such & lguidity nisk, credit risk and volatility,
Changes in assamptions about these factors could affect the frepocted fair value of roncial Instrenents.

Financial assels ned guoled in an active markes

The Company classifics financial assels by evalunting, among others, whethar the assel is queted or not
in an active merket, [ncluded in ihe evaluntion on whether 2 financial sset is gueted inan sctive marked
is the determination on whether quoted prices are readily and regukarly available, ard whether those
prices represent actual and regulorly ocourring market transsctions onan arm®s length kasis. Inoaddition,
the Company considers the significance of the variabiliy in the ranpe of recoverable far value edimates,
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The carrving value of AFS financial assets not quoted in an &ctive market and are carried at cosl
emcunied to P16, 785000 as of December 31, 2018 and 2017, (See Mots &),

Hevenue Recoghltion
The Company's revenue recognition policies require use of estimates and assumptions thal may affect
the reported amaaunts of revenue and receivables.

Derermintag Functionel Cirrency

Based on the cconomic substance of the underlying circumstapces relovant to the Company, he
funciional currency of the Company has been determined fo be the Philippine peso. The Fhilippine peso
i the currency of the primary cconomic environment in which the Company operates, It is the cumency
that mainly influences the revenwes and expenses of the Company,

Estimates

The key assumptions concerning the future and other sources of estimation uncertainty at the financial
position date that have a significant risk of cansing a material adiustment to the camying amounts of
sszets and Eabilities within the next financial year are discwssed below,

Defermirmation of Foir ¥ahes of Fimanclal dssets

Fair value determmations for financial esscts are based generally on listed market prices or broker or
dealer price guotations. 17 prices are nol readily determinable or if liquidating the positioes is reasanatly
expected to affect the market prices. fair value is based on their interna] valuation models or
management’s estimate of amounts that could be realized wwer cumrent macket conditions, assaming an
orderly liquidation over & reasonable period of time. The use of assumptions could produce materially
different estimates of fair value.

The Ulrimate Liabillty Arising frowr Claims Made Under Irswrance Contracts

The estimation of the ultimate liability arising from claims made under insurence conmrocts is the
Company s Mot critica] sccounting estimate. There ore several sources of uncerainty thel need 1o be
consldered in the estimate of e liabiliy that the Company will ultimately pay Tor such claims,

Estimales have 1o be made for the expected ullimate cost of claims reporied al the reporting date, Tt can
iake significant period of lme before the ultimate claims cost con be established with certaingy. The
primary technique adopted by management in estimating the cost of notified and TBNR clxims is that of
using past <laims seftlement trends to predict fudure claims setlement trends. At each end of the

reporting peried, prior year claimé estimated are assessed for adequacy and changes made are charged to
provizion. Claims are not discounted for the time valoe of money.

The assumption underlying the estimation of the claims peovision iz that 8 Company's past claims
development experiepce can be wsed to project future claims development und hence wliimate claim
eosts, Historical claims development is analvzed by acchdent venrs bt can alse be further anglveed by
significant business lines and cloim types. Large claims are wsually mddressed by being reserved al the
face value of loss adjuster's estimaotes. Assumplions used sre those implicit in the historical clzims
developmeni data on which the projections are based.

Exsimated Allewance for Impairmend Losses on Recoivables

The Company evaluates the possibifiny of losses that may arise ol of the non-collection of receivabies
basad on 2 certain percantage of the cutstanding balance of receivable asd on an esahation of the
currgnt status of the sccount. However, & of December 31, 2008, no allowance Tor impainment losses
wis provided for, as the scoounts were deemed fully collectible.

The amount and timing of recorded expenses for any period would differ if the Company made differen
judgments or utifized Jifferent estimates. An increse In the allowance for impairment losses on
receivables would increase recorded operating expenses and decrease current assels,

A4



EMPIRE INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

Estimated Liseful Lives of Property and Equipment _
The Company reviews annually the estimated useful lives of property and equipment based on the period
over which the assets are expected 1o be available for use and are updated if expectations differ from
previous estimates due to physical wear and tear, techaical or commercial obsolescence. It is possible
that futvre results of aperations could be materially affected by changes in these estimates brought about
by changes in the factors mentioned.

Financial Assets and Linbilities

The Company carries certain financial asscis and linhilitics at fair valus, which requires extensive use of
accounting estimates and judgment. While significant components of fai value measuremenl were
determined uging verifiable objective evidence (Le. foreign exchange mites, interest mte), the amouwnt of
changes in fair value would differ if the Company utilized different value methodology. Any changes in
fair value of these financinl assets and habilities would affect directly the statements of other
comprehensive income and staterments of changes in equity. Fair values of financial sssets and linbilities
are disclosed  details in Nede 26,

Axcat .I'mp airrmiers

The Company assesses impaimsent on assets whenever events or changes in cincumsiances indicate that
the carrying amount of an asset may not be recoverable, The fuctors that the Company considers
impeorinnt which could trigger an impairment review inclade the following:

signi ficant underperformance relative to the expectsd historical or projected Tilure opemtimg resulls;
s significan! changes in the manner of use of the scquired assels or the stralegy for dverall business,
andd

= significant negative industry or economic trends

An impairment loss 5 recopnized whenever the carmying amount of an asset exceeds its recoverable
emount. The recoverable amount is twe higher of an ssset's fair value less costs to sell. The fair value
less costs 1o =l 15 the amount oblainable from the sale of an asset inan arm’s length transaction while
value in use is the present vidue of estimated future cash fows expected 1o arise from the continuing use
of an asset and from its disposal af the end of its useful life, Recoversble amounts are estimated for
individual &ssets or, i it is nol poseible, for the cash-generating unit to which the asset belongs.

In determinirg the present value of estimated future cash flows expected to be pencrated from the
continued wse of the assets, the Company is required to meke estimates and assumptions that can
materially affect the financial statements.

Mo indications of impairment were noted on propertly and equipment as of December 31, 2018 and 2017,

Revirement Bengllt Obligation

The cost of the defined benelit pesion plan and viher post-employment medical berefits and the presan
value of the pension obligation are determined using actuarial valualions. An actuarial valuation involves
misking viriows assumplions that may differ from actual developments in the future. These include the
determination of the discount mte, future salory increases, morality rates and luture pension increases.
Duie to the complexities invalved in the valuation and its long-term nature, a defined benefit obligation i
highly sensitive to changes in these assumptions. All assurptions are reviewed sl ench reposting date

The valuation resulis are based on the employes dute us of valuation dates as provided by the Company,
The average discount rate was based on booistrapped PDEX PDST-K2 rates at various tonors as of
December 31, 2008 and 2017, Assumed discount rate is used in the measurement of the present value of
the chligation, service and interest cost,
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Deferred Income Taxes . B

The Company reviews the carrying amounts of deferred income taxes at each financial position date and
reduces deferred income tax assets to the extent thet it is no lorger probable that sufficient taxable profit
will be avuilahle to allow all or part of the defermed income tax assets 1o be ulilized. However, there 15 no
assurance that the Company will generate sufficient taxable prefit to allow all or part of the deferred
income kax mssels b be utilized.

The Company recognized defierred tax asset amounting 10 #1.301,236 in 2018 and deferred tax liabilily
amounting to 4,690,854 in 2017, (See Note 24)

Conringencies
The Company is currently a party litigant in certain case, The cstimate of the probable costs is based on
the analysis of potential result in consultation with legal cownsel.

33. SUFFLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF INTERNAL
REVENUE

Revenue Repwlation No, 15-20048

Om Movember 25, 2010, the Buresy of Internal Revenue (BIR) issued Bevenus Regulotion (RR) No. [ 5-
2010 which took effect on December 29, 2000 which provides for additionn] mfsrmation reguired o be
disclossd in the notes to fmancizl statements regardmg taces, duties and license fee, paid or accreed,
during the taxable yenr, Specifically, the disclosurs should includs the following: (&) emount of Valse-
Added Tax (VAT) outpul taxes declared during the year with sccouat title aed amount's; (B) amount of
VAT Ieput taxes claimed; (¢} landad cost of imports and the amount of customs duties and teriff fess; (d)
amount of excise tixes, classified per major product categony; (&) documentary stamp tax (DST) on loan
matrumenis and other fransactions; (f) all other texes, local and mational, icense and permit fees lodged
under taxes end licenses account both under the Cost of sales and opeerating expense accounts;

(g} amount of withholding taxes,(h) peciods covered and amounts of deficiency asessments; and (i) tax
cases and amounts involved.

In compliance with the requirensents set forth by RR 15-2010, the following taxes are either pakd or
acorued by the Company.

I, The fallowing table shows the Company’s Sales and VAT owtput declared as of Deccmber 31, 2018

and 201T:

FLITE] 2017
Underwriting ineome FoOIMOTY P [48746,869
VAT outpat 17,327,397 17,848 624
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2. The amount VAT Input tuxes claimed are broken down as follows:

2018 2017
Beginning of the year P ThG083 P 978,830
Currect year's purchases
Damestic purchase of services 6,854,280 §.201,731
7,560,382 7270,561
Application agams outpat VAT (7,558,610) (6,564,468}
Balance af the end of the vear 4 1,772 P 706,093

3, Landed Cogt, Crstoms” Duties and Tariff Fees

The Company did nod have any [mportstions in 2018 and 2017 that would reqguire for the payment
of customs duties and tarifi fees.

4 FExcise Tax

The Company did not have ony transsctons in 2018 and 2017 which are subject to excise fax.
3, Docamenury Stamp Tax

The Company paid PI9422 18] and P16,516,437 a8 of December 31, 2008 and 2017, respectively.
6, Taxes end Licenses

The details of taxes and licenses are shown as pant of expenses follows:

2018 2017

Local
Community e 1500 4 10,500
Business faxes and others 3,648,775 87,706

o 3,650,275 F S9B,206

7 Withholding taxes

The details of total withholding taxes paid pnd accrued for the vear ended December 31, 2018 and

2007 are a5 follows:

2008 2017
Mational Intermal Revenue Taxes

Withholding tixes

Expended Withholding Tax 536791 P 4,787,234
Finsl Withholding Tex 542,249 -

Withholding Tax on Compersation 1,033,474 1,587,850
r budss1d ¥ 6,375 (84
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8. Deficiency Tax Assessments and Tax Cases

As of December 31, 2018 ard 2017, the Company did pot have any final deficiency tax ssssasments
from the BIR nor does it hiave tax cases outstanding or pending in courts or bodies owside of the
BIR m any of the open vears,

Mevenwe Reqdation Mo 19-2007

These Revenue Begulations are Bsued 1o prescribe the new BIR Forms that will be used for [ncome Tax
filing covering and starting with Celendar Year 2011, end to modify Revenue Memorandum Circuler Mo,
572011,

1. RevenuesReceiptaFees

2008
Underwriting income P 201314425
2. Costof Bervices
2018
UNDERWRITING EXPENSES
Apenis’ commizsion and expenses d 51,783,813
Claims, losses paid and adfustinent expensss 54,263,599
Insurance axpenses 20,933,411
Tote underwriting axpeases 126,970,823
COST OF SERYICES
Salaries and wages 10,613,304
Officers and employvees benefits .351.056
Printing, stationery asd supplies 2,043,513
Taxes and licensas 5,559,175
Professicnal fees 1,04%,372
Commumication mad postinge 814,208
Fepairs and maintenomee 29,753
Coammission expense 167,634
20 938,615
P 147,505,438
——
3. Wop-operating and Taxable Other Income
2018
[thers F 30,261
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d.  lemized Dedoction

2008

Aponey EXxpenses. | o 10,877,756
Marketing expenses B, 765,91
Salaries nnd wiges 4,553,059
Professional fees 3406817
Trznsportstion and vl 1,718,018
Rental expenses 1,306,095
Light nnal water 1,086,093
Officers® and emiplovess benelits 1,07 594
Depreciotion and amertization (Mote 7) D, 420
Representation and entertainment T943. 164
Printing, stationery and supplies 875,791
Communication and postags 814207
Agsoeiation and poal dues TH.09T
Sarvice foa 544,204
Directors’ fees and allowances 456, S0
Securily services 168,143
Repairs and maintenance O, i
Tanitorial services ED.747
Domatioms end contributions H5.475
Commission expense 71,843
Insurange 61,722
Bank and service charge 0,408
Interest 20,715
Misczllaneais expenses 10625670
| 45‘.3‘?&

5. Taxes and Licenses

The deteils of the Company’s taxes and licenses are presented in Mo, 5 and 6 of Revenue Regulation
Mo 15-2010 nokes.

&, (hher Information

All other informartion prescribed 10 be disclosed by the BIR has béen included in this note.
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EMPIRE INSURANCE COMPANY

SCHEDULE OF UNDERWRITING INCOME AND EXPENSES

-

Years Ended December 31

Motor Car Marine Personal
Fire Orwn Damag TPL Cargo I Aviation Bonds Accident Others Engineering Floater 2018 2017
UNDERWRITING INCOME
Direct premiums - Net P 59,679,181 P 65,032,536 P B3616243 P 3,065,724 P - P 11,901,679 P 2554638 P 8922054 P - P 6726226 P 241,498,281 P 203,161,128
Add: Premi d 2,567,743 389,131 1,990,227 40,246 - 8,297,185 2,492,737 1,748,437 - 333,465 17,859,171 11,292,707
Gross premiums 62,246,924 65,421,667 85,606,470 3,105,970 - 20,198,864 5,047,375 10,670,491 - 7,059,691 259,357,452 214,453 835
Less: Premiums ceded 20,668,490 2,677,091 - 802,583 - 30,000 494,873 7,693,188 - 2,549,492 34,915,717 45,732 650
Net premiums retained 41,578,433 62,744,576 85,606,470 2,303,388 - 20,168,864 4,552,502 2,977,303 - 4,510,199 224,441,735 168,721,145
Less: Premiums reserve for the year 20,714,198 29,872,290 45,439 862 1,010,051 - 11,215,170 1,237,250 2,211,258 - 2,444 943 114.145.934 80,294,105
Gross premiums on net retained 20,864,235 32,872,286 40,166,608 ©1,293.336 - 8,953,694 3,315,252 766,045 4 2,065,256 110,296,712 88,427,040
Add: Premiums released from reserve 20,940,082 30,571,506 21,787,891 753,281 - 1,929 066 2,086,956 531,152 - 1,694,172 80,294,104 80,654,520
Premiums camed 41,804,317 63,443,792 651,954,498 2,046,617 - 10,882,760 5,402,207 1,297,196 - 3,759,427 190,590,816 169,081,560
Commisions carned 5,449,970 1,044,371 3 138,840 748,777 207,067 2,126,731 3 1,007,853 10,723,609 9,387,363
Total underwriting income P 47254287 P 64488163 P 61954498 P 2,185458 P - P 11,631,537 P 5609274 P 3423927 P - P 4767281 P 201,314,425 P 178468923
UNDERWRITING EXPENSES

Agents' commission and exp P O17,099430 P 16991674 P 6,082,920 P 749,126 P 68,129 P 5687513 P 878,892 P 580,220 P 2022435 P 1623675 P 51,783,813 P 45137543

Claims, losses paid and
adjustment expenses 11,649,482 35,864,051 4,788,248 ()} - 476,241 968,737.78 - 516,839 54,263,599 46,708,204
Insurance epenses 18,711,043 1,729,020 - 483,349 - - - - = - 20,923,411 24 532,007
Total underwriting exp 47,459,955 54,584,745 10,870,968 1,232.474 68,129 5,687,513 1,355,133 1,548,958 2,022,435 2,140,514 126,970,823 116,378,744

NET UNDERWRITING
INCOME " (205,668) P 9,903 418 P 51083530 P 952,983 P (68,129) P 5044024 P 4254142 P 1874970 P (2,022435) P 2626767 P 74,343,602 P 62,090,179

The notes on pages 8 1o 39 are an integral pari of these financial statements.

SCHEDULE 1




EMPIRE INSURANCE COMPANY
SCHEDULE SHOWING FINANCIAL SOUNDNESS INDICATORS
IN TWO COMPARATIVE PERIODS
UNDER SRC RULE 65, A5 AMENDED

DECEMBER 31, 2018
018 2017
ASSET MANAGEMENT
Al humower ik 11.04
Fied mssed Mirmoyer 1k 1.53
SOLVENCY
Soheney rato nii 13
Debi-in-equit rtio 45 .55
Ecuity-foeas sets mtio 063 051
Agiel-lireguly mlis 146 1.54
Diet ralia 031 0.24
LECUIIHTY MANAGEMENT
Cuirin ridio 233 2,74
Quuiek ratio 122 154
PROFITARILITY RATHD
Oross profit margin A% s
Operating profit margin Pl | 198,
Met profil mangn P9 0%
Betun on equiy 6% T
Betun on assels 4% 4%

ASSET MANAGEMENT

Assel lumover rutio calculates the total revenue for every peso of sssets 8 Company owns, There are
general rube that shoold be kept i mind when calculating assel termover, Asset tenover is meant (o
measure a Company's cfficiency in sing ity assets. The higher the number, the better, although
investors must be sure to compare a business with the same line of industry, [t is fellscy 1o compare
completely unrelated businesses. The higher & Company's asset tumover, the lower its profit margin
tends to be {and vice versal,

For every peso of assets on hand, the Company is generating 4 centavos in sales a5 of December 3 1,
2018 and 2017.

Fixed mset wmover mepsures o Company®s ability to penerste net income from fixed assefs. A
higher fixed assel turnover ratie shows that the Company las been more effective in usmg the
investment in fixed assels (o generate imcome

As of December 31, 2018, and 2017, the Company's fixed sises turnover is 1.66 and 1.53,
respeclively.

SOLVENCY

Sobvency ratio quantifies the size of the Company’s efter taw, income, no counting non-cash
depraciation sxpenses, as contrasted fo the todal debt obligations of the Company excluoding deferred
tax liabilities. Acceptoble solvency ratios vary from indusiny to industry. However, as & general rule
of thumb, & selvency ratio higher than 2056 is considenad financlally sound.

Debi-to-equity ratio is calculated by dividing tal labilities by total equity. This ratio shows the
finuncial fAexibility and the long-term capital structure of the Company. The rule of thumb, dabt
gauily ratio should not be more than 2:1,



Equity-to-zsset ratio measures the propertion of Company's assets financed by the owner's squaty.
The equity to asset ratio of the Company indicates that each of peso of equity, the Company has 69
aed 51 in assets as of December 31, 2017 and 2016, respectively,

Agsel-to-equity ratios used as a measure of the company's leverage and loag-term solvency. It
compares lotal assets 10 tola! shareholder equity.

Debt ratio indicates what propertion of debl & company has relative to its asssts. The measure gives
an idea to the leverage of the company along with the potestial risks the company faces in terms of its
dzbt-load.

The interest coverage ratio b used o determine how casily a Company can pey interngst cxpenses on
outstanding debt. The ratio & calculared by dividing & Company's camings before intercst and taxes
(EBIT) by the Company's interest expenses for the same period. The bower the ratio micrest
coverage, the larger the debt burden &5 on the Company. Also known 25 inferest coverage,

A of Decernber 31, 2013 and 2017, the Company bas ao long-term debt,

LIQUIDITY MANAGEMENT

Currenl ratio 1% the mast nurnml:lnl:,.' umed measure of the quui:l‘ll:r af m Ctl]mpun_ﬁ'. This ratio mesgunes
how many pesos of current asses are available to pay one peso worth of currend liabilitics.

If the ratio is less than 1, cumrent Habilitiss sxceed current asseis and the Company's liquidity i
thraatenad. A high cument satio is a favorable condition faercially because it indicates the akility to
pay cument liabilities from conversion of current pesets into cash. The male of thumb has besn that a
current ralio babow 2 suggests the ppssibility of lquidity problems. The current rafio & current azsats
divided by the current lishiltics.

The Compary is able o oover every peso of iis current obligations with 2.33 and 2.78 in curreni
assets a5 of December 31, 2018 and 2017, respectively.

b, Cuick mtio also known as liqueid ratio considers only the liguid forms of current assets thus revealing
the Company's reliability on inveniony and other current assets to settle shor-term debis. As of
December 31, 2018 ard 2017, the quick ratio of the Company is 1.22 and 1,64, respectively.

PROFITABILITY RATIO

Profitability ratias {also réberred to as profit margin ratios) compare compenents of mcome with sales,
They give us an idea of what makes up & Companys income and are usually expressed as a portion of
each peso of sales.

B,

b,

Gross profit margin ratio indicates how much of every peso of revenues is left after cost of services,

Operating profit margin is o ratio that indicates how much of each peso of revenues is left over afler
operating cxpenses.

Mot profit mergin indicates how much of each peso of revenues is 18T over alter all expenses.

Heturn on gquity measures the percentage return on the actisal investrients made by the stockholders.
As 2 rule of thumb, companies with return on equity significantly below 15% are doing poorly.
Companies with return on equity consisiemly above | 5% are doing well.

Return on assets ratio measures how efficiently profits are being generated from the assets employed
The higher the returmn, the more efficient management is in utilizdng its asset base. As & nale of thumb,
reurn on assets should nod be less than 5%
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SUPPFLEMENTAL STATEMENT OF INDEPENDENT AUDITORS

The Sharcholders and the Board of Direciors
Empire Insurance Company

2" Floor Prudential Life Plan Bldp.

843 A. Arnaiz Street, Makati City

We have audited the financial statements of Empire Insurance Company as of and for the
vear ended December 31, 2018, on which we have rendered the attached report, dated
Aprl 13, 2019,

In compliance with SRC Rule 68, we are stating that the Company has one hundred
twenty three (123) shareholders cach owning 100 or more shares as of December 31,
2018 as disclosed in Note 18 to the financial statements.
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INDEPENDENT AUDITOR’S REPORT

The Shareholders and the Board of Directors
Empire Insurance Company

2" Floor Prudential Life Plan Bldg.

843 A. Arnaiz Street, Makati City

We have audited in accordance with Philippine Standards on Auditing the financial
statements of Empire Insurance Company as at and for the year ended December 31, 2018,
and have issued our report thereon dated April 15, 2019. Our audit was made for the purpose
of forming an opinion on the basic financial statements taken as a whole. The accompanying
schedule of all effective standards and interpretations is the responsibility of the Company’s
management. This schedule is presented for the purpose of complying with Securities
Regulation Code Rule 68, As Amended (2011) and is not part of the basic financial
statements. This schedule has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, fairly states, in all material respects, the

information required to be set forth therein in relation to the basic financial statements taken
as a whole.

M.A. MERCADO & CO.

toalicny

MARCELINO A. MERCADO

Partner

CPA License No. 066885

Tax Identification No, 102-921-222

P.T.R. No. 7338290; Issued on January 04, 2019, Makati City
SEC Accreditation No. 1533-A (Group C)

Issued January 15, 2019; Valid until January 14, 2022

BIR Accreditation No. 08-003338-002-2018

Issued November 23, 2018; Valid until November 23, 2021
IC Accreditation No. SP-2018-014-R

Issued April 07, 2018; Valid until April 06, 2021

Firm's BOA/PRC Cent. of Reg. No. 5658

Issued September 18, 2017, Valid until September 17, 2020
Firm's SEC Accreditation No. 0320-F

Issued January 15, 2019; Valid until January 14, 2022
Firm's BIR Accreditation No. 08-006173-000-2015

Issued March 22, 2018; Valid until March 22, 2021

Firm's IC Accreditation No. F-2018-006-R

1ssued Aprit 07, 2018; Valid until April 06, 2021

April 15,2019



Framework for the Preparation und Presentation of Financial

Stalements

Conceptual Framework Fhase A: Objectives and Quantitutive y
Characteristics

PFRE: Proctice Statement Moanagement Commentary
PFRS 1 Firsi-time Adoption of Philippine Financial Beporting 7
(Kevised)  |Standards

Amendments to PFRS 1 and PAS 27: Cost of an
Investment in o Subsidinry, Jointly Controlled Entity or L
AssociEls

Amendments to PFRS |: Additional Exermnptions for
First-ime Adopters

Amendmenss 1o PFRS | Limited Exemption from
Comparalive PFRS 7 Disclosurss for Firsi-time Adoplers
Amenchninis 1o PFRS 1 Severe Hyperinflation and
Removal of Fixed Date for First-lime Adopters
Amerdments to PERS 1: Government Loans #

Amerdments to FFRS 1: Borrowing Costa L
Amerdments to PFRS I: Meaning of Effective

PFRS

Amendments tr PERS 1: Lreletion o shor-term exemptions for Tirst-

time adopters

PFRS2  [Share-hased Pavment

Amendments to PFRS 2: Vesting Condifions and
Cancellations

Amendments to PFRS 2: Groap Cash-settled Stare-
|based Payment Transactions

Amendments o PFRS 2: Definition of Vesting Condition
Amendments to PFRS 2; Classification and Measurement of Share-
{based Payment Transactions

PFRS3  |Business Combinations

(Revised] | Amendments o PFRS 3: Accounting for Contingent Consideration
i & Busimess Comination
Amend o PFRS 3: Scope Exceplions for Joinl Armangements

Amendments o PFRS 3: Definition of a Business

PMPFRS 4 Imsurance Contracts

Amendments to PAS 3% and PFRS 4: Financial Guarantes
Conmaces

Amendmens t PERS 4 Applying PFRS 9, Financial Instruments,
with PFRE 4

PFRS 5 Maon-surrent Assets Held for Sale and Discontinued

Oiperations

Changes in Methed of Disposal ¥
PFRS6  |Exploration for and Evatustion of Mineral Rescurces v
PFRS 7 Financial Instruments: Disclosures v
Amendments o FFRS 7: Transition

Amendments to PAS 39 and PFRS 7: ReclassiBication of
Financial Assels

<
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PFRS 7

Amendments o PAS 39 and PFRS T Reclassification of
{Fmancial Assets - Effective Date and Transition

Amendments to PFRE 7; Improving Disclosure about
|Financial Instraments

Amendments o PFRS 7: Disclosures - Transfer of
Financial Assets

Amendmenis to PFRE 7: Disclosures - Offsetting Financial
Assets and Financial Liabilities

Amendments to PFRS 7: Mandetory Elfective Dale of PFRS 9 &nd
Transition Dischosure®

Amepdments o PFRS 7 Applicabilily of the Amendments (o FTRS
T 1o Condensed Interim Financizal Statements

Amendments o PFRS T: S:rrim'nE Contracts

FFRSE

Orperating Seprmsnrs
Kesdiers 1 PPRS T Ragregton ol e Segms ol

Raconciliation of the Total of the Beportable Begments'Assets io the
Entity's Asset

FFRS5 9

Finarcip! Instruments

Amezndments 1o FFRS ¥: Maadziory Eitective Dale of PFRS 9 and
I'mansition Diisclosure

PFRS 10

Consplidated Financial Statements

Ampndments o PERS 10 Transitan Guidance

Amendments io FFRS 10, PFRS 12 and PAS 27:
Consolidation for Investment Entities

Amendments io FFRS 10 and PAS 28: Sale or
Contribution of Assets between an Tnvestor and itz
Agsoesiate or Joind Venture

Amendments 1o PFFRS 10, PFRS 12 and PAS 28:
Apphication of the Consolidation Exception

PFRS 11

Jaint Arrangenwants

%,

Amendments o PFRS |1 Transition Guadance

“

Amendments to FERS | 12 Acguisition ofan
Intersst in a Joint Crperation

PFRS 12

Disclosure of [nievest in Ciher Entities

Amendments to PFFRS 12: Transition Guidance

Amendments o PFRS 10, PFRS LT and PAS 27: Invesiment Entinies

Amendments i PFES 10, PFRS 12 and PAS 28:
Anplication of the Consolidation Exception

Clarification of the Scope of the Standard®

FFRS 13

Fair Value Measurement

Amendments 10 PFRS 13: Shon-rvenn Recaivables and Payabbes

FFRS 14

Regulatory Delemal Accounts

P'FRS 15

Revemise Contracts with Cusiomers

FFRS 16

Leasas

PFRS 17

Insurance Contracis




Philippine Aceounting Standards

PAS 1 Presentation of Financial Statements +
(Revised) [Amendments o PAS 1 Capital Disclosures "
Amendments to PAS 32 and PAS 1; Puttable Financial S
Instruments and Obligations Arising on Liquidation
Amendment 1o PAS @ Presaniation of [tems of Other o’
Comprehensive Income
Amendmenis i PAS 1, Disclosure Initiative v
PAS2 Inventories v
PAS 7 Statements of Cash Flows v
Amendments to PAS 7; Disclosure [nitiative v
PAS B Accounting Policles, Changes in Accounting Estimates P
and Errors
FAS 10 Events After the Reporting Perind v
PAS 11 Consgruction Contracts ¥
FAS 12 [ncome Texes ad
Amendment to PAS 12 - Deferved Tax: Recovery of "
Underl Mgty
mendments fo PAS 12- Recognition of Deferred Tax Assets for "

Ulnrealized Losses
FAS 16 Property, Plant and Equipment v
Amendmezns 1o PAS 16 and PAS 38: Acceplable
Methods of Depreciation and Amonization
Amendmznis to PAS 16 pnd PAS 38: Proportionate
Restatemeni of Accinulated Amortization
Amendmenis to PAS 16 and PAS 41 Bearer Plant ol

PAS 17 Leases ¥
FAS 18 Reveras '
IFPAS 19 Employes Bensfils o
(Revised) [Amerdments to PAS 19 Actuarsal Uains and Losses, Group Plans 3
and Disclosures
Regional Market lssue Regarding Discount Rate il
Amendments to PAS 19: Contributions from =
Etnployeas or Thivd Pasties
PAS 20 Acounting for Government Grands and Disclesures of o/
[Govermment Assistance
PAS 21 The Effect of Changes in Foreign Exchange Rates ¥
Amendment: Net Investment in a Foreign Operation ¥
i Borrowing Cost ¥
(Revised)
b “ Related Pamy Disclosures v
ﬂEn-'lsHl]
Key Mavagement Personnc] e
PAS 16 Al:u:-untinE and Eeporting by Betirement Benefit Plans d
PAS 27  [Consolidated and Separate Financial Stalements ol
{Revised) |[Separate Financial Statements 4
Amerdments o FFRS 10, PFRS 12 nnd PAS 27; -

It_:mmimaﬁnn fior Investment Emtiths




PAS4l  |Agriculture A
Amendments 1o PAS 16 and PAS 41 Bearer -
Plants

Philippine Interpretations

IFRIC1  |Changes in Existing Decommissioning, Restoration and _I,
Similar Liabilities

IFRIC2  [Members' Share in Co-operative Entities and Similar e
InEsruments

IFRIC 4  |Determining Whether an Amrangement Contains a Lease Ll

IFRIC S  [Rights to Inteérest Arising from Decommissioning , -
Restoration and Environmental Rehabilitation Funds

IFRIC &  |Liabilities arising from Participating in a Specific Market- &
Waste Electrical and Elecironie Eguipmen

IFRICT |Applying the Restatement Approach under PAS 20 -
Fimancial Reporing under Hyperinflstionary Economies

IFRICY  |Reassessment of Embedded Derivatives 4
Amendments to Philippine interpretation [FRIC - 9 and 7
PAS 39 Embedded Derivatives

IFRIC 18 _|Interim Financial Reporting and Impairment v

IFRIC 11 |[PFRS 2. Gl'-:IrLI.p- anel Tn‘.'a:u'}' Share: Transuclions o

IFRIC 12 ([Service Concession Armangements ¥

IFRIC 13 |[Customer Loyalty l'rngml_l'mau W

IFRIC 14 [The Lmit on & Defined Benefit Assel, Minimum Funding .
| Requirements and their Interaction
Amendments to Philippine Interpretations [FRIC-14, v
Prepayments of a Minimum Funding requiremnt.

IFRIC 15 [Agrecments for the Constrsstion of Real Estalc® v

IFRIC 16 |Hedges of a Mel Investment in a Foreign Oparation Ll

IFRIC 17 | Distributions of Non-Cash Assets to Owners v

IFRIC 18 |Transfer of Assets to Customers o

TFRIC 19 |Extinguishing Financinl Liabilitics with Equity Tnstruments v

IFRIC 20 |Stripping Cosis in the Production Phase of a Surface 7
Mine

IFRIC 21 |Levizs ¥

SIC-7 [ntroduction of the Euro o

SIC-10 Govemment Assistancs - Mo Specific Relation to e
Oiperating Activilies

SIC-12 Consolidation - Special Purpase Entitias ™
Amendmant to SIC - 12: Scope of 310 12

BIC-13 lointly Controlled Entitizs - Non-Monetary Contributions r
by Ventures

SIC-1% Dperating Leases - Incentives

SIC-21 Incame Taxes - Recovery of Revalued Mon-Depreciable v
Assels

[SIC-25 I1m:u|1nu Taxes - Changes in the Tax Staius of an Entity or ’
itz Sharehobders

S1C-27 Evaluating the Substance of Transactions invelving #
the Legal form of & Lease




PAS 27 Amendments to PAS 27! Use of Equity Method in
(Revised) |Separate Financiel Staisments

FAS 28 Investmenis m Associates and Joinl Venlsres v
(Revised) [Amendments to PFRES [0 and PAS 28; Sale or
Contributions of Assets between an Investor and its ¥
Associpte or Veniure

Amendments to PFRS 10, PFRS 12 and PAS 28:
Application of the Consglidation Excepiion
FAS 19 Financial Keporting in Hyperinflationary Economics ¥
FAS 31 Interests in Joint Ventures bl
PAS 32 Financial Instruments: Disclosure and Presentation l
Amcndmentsto PAS 32 snd PAS | :Puttable Financial
Instruments and Obligations Arising on Liquidation
Amendment to PAS 32; Classitication of Rights lssues ¥
Amendments to PAS 32:; Offseding Financial Asseis and
Financial Liabilities

A% A3 'IE:rn'rr:}: per Share b
PAS 34 Interim Financinl Reporting .
Drisclosure of Information *Elsewhers in the Interim Financial ’
Report”

PAS Y} |Impairment of Assets v
Amendment lo PAS 6 Tmpairment of Asszets - Recoverahle
Amount Disclosures tor Mon-Financial Assets
PAS 37 Provisions, Confingent Liabilities and Contingent
Assets

PAS38  |Intasgible Assets ol
Amendments to PAS 16 and PAS 38: Clarification of Acceptable
Methods of Depreciation and Amortization

PFAS 39 Financial Instruments: Recognition and Measwrement ¥
Amendments to PAS 39 Transition and Initial Recognition of

Financial Assets and Financial Liabilities

Amendments to PAS 3% Cash Flow Hedge Accounting
of Forscast Intragroup Transaciions

Amendments to PAS 3% The Fair Value Option ¥
Amendments to PAS 3% and PFRS 4: Financial Guaraniee
Contracts

Amendments to PAS 3% and PFRS 7: Reclassification of
Finanginl Assels

Amendmenis vo PAS 3% and PFRS T: Reclassification of
Finacial Assets = Effective Dale and Tranststion
Amendments 1o Philippine Interpretation IFRIC - 9 and
PAS 39: Embedded Derivatives

Amendments to PAS 39: Movalion of Derivatives
Amendments (0 PAS 35 Hedge Accounting
Amendments to PAS 39: Eligitle Hedged Rtems

FAS 4 Investment Property

[nterrelationship between PFRS 3 and PAS 40
Amendments to FAS 40: Transfirs of Investment Property

i
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RIC-19 Service Concession Armangements: Disclosures v

SIC-1 Revenue - Barer Transactions Involving Advertising ',;
Services

SIC-32  |Inangible Assets - website Costs v




