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STATEMENT OF MANAGEMENT RESPONSIBILITY

FOR FINANCIAL STATEMENTS

The management of MEGA RE INTERNATIONAL, lNC. is responsible for the preparation and fair
presentation of the financial statements including the schedules attached therein; for the years

ended December 3L, 202L and 2020 in accordance with the prescribed financial reporting
framework indicated therein, and for such internal control as management determines is necessary

to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

ln preparing the financial statements, management is responsible for assessing the Company's

ability to continue as a going concern, disclosing, as applicable matters related to going concern and

using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting process.

The Board of Directors reviews and approves the financial statements including the schedules

attached therein, and submits the same to the shareholders or members.

l.T. SABADO & ASSOCTATES, CPAs, the independent auditor appointed by the shareholders has

audited the financial statements of the Company in accordance with Philippine Standards on

Auditing, and in its report to the shareholders, has expressed its opinion on the fairness of
presentation upon completion of such audit.

*^,#(^'sANros
Chief Operations Ohicer

LINA CORTEZ LAXAMANA
Chairman of the Board

Signed this 31th day of March2022.
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STATEMENT OF MANAGEMENT RESPONSIBITITY FOR

ANNUAL INCOME TAX RETURN

The Management of MEGA RE INTERNATIONAI, tNC. is responsible for all information and

representations contained in the Annual lncome Tax for the year ended December 31, 202L.

Management is likewise responsible for all information and representations contained in the

financial statements accompanying the Annual lncome Tax Return covering the same reporting

period. Furthermore, the Management is responsible for all information and representations

contained in all the other tax returns filed for the reporting period, including, but not limited, to the

value added tax and/or percentage tax returns, withholding tax returns, documentary stamp tax

returns, and any and all othertax returns, and any and all othertax returns.

ln this regard, the Management affirms that the attached audited financial statements for the year

ended December 31,}OZL and the accompanying Annual lncome Tax Return are in accordance with

the books and records of MEGA RE INTERNATIONAI, tNC., complete and correct in all material

respects. Management likewise affirms that:

(a) the Annual lncome Tax Return has been prepared in accordance with the provisions of

the National lnternal Revenue Code, as amended, and pertinent tax regulations and

other issuances ofthe Department of Finance and the Bureau of lnternal Revenue;

(b) any disparity of figures in the submitted reports arising from the preparation of financial

statements pursuant to financial accounting standards and the preparation of the

lncome Tax Return pursuant to tax accounting rules has been reported as reconciling

items and maintained in the company's books and records in accordance with the

requirements of Revenue Regulations No. 8-2007 and other relevant issuances;

(c) MEGA RE INTERNATIONAL, lNC. has filed all applicable tax returns, reports and

statements required to be filed under Philippine tax laws for the reporting period, and

alltaxes and other impositions shown thereon to be due and payable have been paid for

the reporting period, except those contested in good faith'

LINA CORTEZ LAXAMANA

Chairman of the Board
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ACKNOV\N-EDGEMENT

REPUBLTC OF THE PHtLTPPtNES)
MAKATTCTTY ) S.S.

Before me, Notary Publicfor and in Makati a,,r,n,rAPR 
I I 

43, ot 2022 personally
appeared:

NAME

JANEfiE M. GALLESTRE

MARIAGEMMA I. SANTOS

LINA CORTEI I AXAURPA

VALID I,D.

SSS lD No. 33-2S771G6

SSS lD No. 33-503128&0

PRC lD No. 0076792

lftorn to me to be the same p€rson ufio executed the foregoing insffument and ttat they acknorvledged
to me that the same is ttreir fiee ard vduntarily act and deed and that of the pfincip^ds they present.'"l;'flioinm:*'
lN WTNESS VW{EREOF, I harc fereunto affixed my notarial seal atUie date and place first above
written.

-ilo-c.Ng.: 6S-
PaoeNo: Iov k
BookNo^- o9,lz
Sdries ot'z
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I.T. SABADO & ASSOCIATES
Certified Public Accountants
9-A-2-A Saint John St.

New Era, Quezon City

Tel: (632) 8290 8192

INDEPENDENT AUDITORS' REPORT

TO ACCOMPANY INCOME TAX RETURN

The Board of Directors and Shareholders

MEGA RE INTERNATIONAL, INC.

Room 906 Cityland 10 Tower ll, 6817 Ayala Ave.

Salcedo Village, Makati City

We have audited the accompanying financial statements of Mega Re lnternational, lnc., as of and for

the years ended December 3L, 2O2L and 2020, on which we have rendered the attached report

dated March 3L,2022.

ln compliance with Revenue Regulations V-20, we are stating the following:

L. The taxes paid or accrued by the above Company for the year ended December 3L,202L are

shown in the Schedule of Taxes and Licenses attached to the Annual lncome Tax Return.

2. No partner of our Firm is related by consanguinity or affinity to the president, manager or

principal shareholders of the Company.

l.T. SABADO & ASSOCIATE$ CPAs

PRC/BOA Registration No. 1324

UntilApril L3,2024
BIR Accreditation No. 07-000400-003-2020
Until May 26,2023
lC Accreditation No. L324-lC (Group A)

By:

-
r€-.vrl

ISAGANI T.ISABADO\
Managing Plrtner
CPA Reg. No.078824
UntilJuly 10,2025
lC Accreditation,No. 78824-lC (Group A)

TIN 14.5-707.022

PTR No.)543276
Janua\ 29,2022
Oi"goh city ;
--
March 31,2022 '
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Certified Public Accountants
9-A-2-A Saint John St.

New Era, Quezon City
Tel: (632) 8290 8192

I NDEPENDENT AUDITORS, REPORT

The Board of Directors and Shareholders
MEGA RE INTERNATIONAL, INC.

Room 906 Cityland 10 Tower ll,68L7 Ayala Ave.

Salcedo Village, Makati City

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Mega Re lnternational, lnc., which comprise the
statements of financial position as at December 31, 2021 and 2020, and the statements of income,

statements of changes in equity and statements of cash flows for the years then ended, and notes to
the financial statements, including summary of significant accounting policies'

ln our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 202L and 2020, 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 the Auditor's Responsibilities for the

Audit of the Financial Stotements 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 the Code of Ethics. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Manogement ond Those Charged with Governance for the Financiol Stotements

Management is responsible for the preparation and fair presentation of the financial statements in

accordance with PFRSs, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether

due to fraud or error.

ln preparing the financial statements, management is responsible for assessing the Company's

ability to continue as a going concern, disclosing, as applicable, matters related to going concern and

using the going concern basis of accounting unless management either intends to liquidate the

Company or to cease operation, or has no realistic alternative but to do so.
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Those charged with governance are responsible for overseeing the Company's financial reporting
process.

Auditor's Responsibilities for the Audit of the Finonciol Stotements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a

guarantee that an audit conducted in accordance with PSAs will always detect a material

misstatement when it exists. Misstatements can arise from fraud or error and are considered

material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

ldentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedure responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one

resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing

an opinion on the effectiveness of the Company's internal control.

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

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

related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. lf we conclude that a material uncertainty exists, we are

required to draw attention in our audito/s report to the related disclosures in the financial

statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are

based on the audit evidence obtained up to date of our auditor's report, However, future
events or conditions may cause the Company to cease to continue as a going concern.

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

including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.
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Report on the Supplementary lnformation Required Under Revenue Regulations No. 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements

taken as a whote. The supplementary information required under Revenue Regulations No. 15-2010

in Notes to the financial statements is presented for purposes of filing with the Bureau of lnternal

Revenue and is not a required part of the basic financial statements. Such information is the

responsibility of the management of Mega Re lnternational, lnc. The information has been subjected

to the auditing procedures applied in our audits of the basic financial statements. ln our opinion, the

information is fairly stated, in all material respects, in relation to the basic financial statements taken

as a whole.

t.T. SABADO & ASSOCIATES, CPAs

PRC/BOA Registration No. 1324

UntilApril L3,2024
BIR Accreditation No. 07-000400-003-2020
Until May 26,2023
lC Accreditation No. L324-lC (Group A)

By:

-w
ISAGANIT. SABADO

tvtanasinL Partner
CPA Reg. No.078824
UntilJuly 10, 2025

lC Accredilation No. 788241C (Group A)

- \ TIN L45-7A7-O22
PTR No. 2543276
Janqary 29,2022
Quezor CitY
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MEGA RE INTERNATIONAL, INC.

STATEMENT OF FINANCIAL POSITION

December 3L,2O2L
(With comparative figures for 2020)

ASSETS

202t
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Cash and cash equivalents

lnsurance balances receivable

Accounts and other receivables

Financial ssets at fair value through

other comPrehensive income

lnvestment in stocks

Property and equiPment - net

4

5

5

7

8

9

11

3L,625,999 P

224,080,392
425,850

9L0,782

150,000

2,t22,509
143,804

20,265,7L9

185,400,680

226,5t2

1,019,531

150,000

2,355,050

151,409
Other assets

259,459,336 P 209,568,301
TOTAL ASSETS

r-r,nerLlfl rs AND SHAREHOLDERS' EqUlIy

LIABITITIES

I nsurance balances PaYable

Loan payable

lncome tax payable

Accounts and other

12 229,583,309 P

176,605

779,909

1,584,308

184,745,559
510,541

405,529

1,087,883

186,749,512
Total Liabilities

t
I
I

EI

il
to

Et

EI

fr

LI

SHAREHOLDERS' EQUITY

Share capital

Fluctuation reserve on stocks

TOTAL LlABlLlrlEs AND SHAREHOLDERS' E!q!TY

ls 460,782
10,000,000 10,000,000

569,531

Accumulated profits t6 L6'874'4?1 !2'249--'?2?-

T"t'.lstt"*h"ld" rt Eq"rW n'3#'2w n'\Blw

259,459 P 209,568,301

See accompanying Notes to Financial Statements'
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MEGA RE INTERNATIONAL, INC.
INCOME STATEMENT

For the year ended December 3I,,2O2L
(With comparative figures for 2020)

Notes 202L
REVENUE

DIRECT COSTS 17

L6,552,8L6 P

1,105,629

13,390,084

658,091

GROSS INCOME

INVESTMENT AND OTHER INCOME 18

15,447,188

1,009,059

72,73L,993

2,tL3,364

TOTAL !NCOME

GENERAL AND ADMINISTRATIVE EXPENSES 19

16,456,257

10,296,3t2

14,845,357

L7,L25,798

INCOME BEFORE INCOME TAX

INCOME TAX EXPENSE 20

6,159,945

1,534,780

3,719,559

L,072,728

NET INCOME 4,625,L65 P 2,706,93L

See accompanying Notes to Financial Statements,

t? Am nn

-n
l{o-

ETVED]tI
lilInAl:

G



MEGA RE ]iltr€RfrAHoilAt, JFIC.

STATEMENT OF COMPREHENSIVE INCOME
Forthe yearended December 3L,202t

(With compar.tlve figures tor 202O1

Note

Net lncome P 4,625,L65 P 2,7O6,83L

Other Comprehensive lncome:

Unrealized gain (loss) on financial assets at fair value

through other comprehensive income 7,22 (108,749) (295,58U

TOTAL COMPREHENSIVE INCOME 4516,416 P 2,4LL,L5O

See accompanylng Notes to Flnancial Statements.



MEGA RE INTERNATIONAL, INC.

STATEMENT OF CHANGES lN EqUIW
For the year ended December 3L,202L

(With comparative figures for 2020)

2020

SHARE CAPITAL

Balance at beginning of year

lssued during the year
10,000,000 P 10,000,000

Balance at end ofyear 10,000,000 10,000,000

FLUCTUATION RESERVE ON STOCKS

Balance at beginninB of year 569,531

lncrease (Decrease) during the year (108,749)

444,32L

t25,210

Balance at end of year 460,782 569,531

ACCUMULATED PROFITS

Balance at beginning of year

Prior period adjustments

Net income for the year

16

L2,249,2_58 9,963,31.8

(420,891)

4,625,765 2,706,831

Balance at end of year L6,874,423 72,249,258

TOTAT SHAREHOLDERS' EQUITY 27,335,205 P 22,8L8,789

See accompanying Notes to Financial Statements.
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MEGA RE INTERNATIONAL, INC.

STATEMENT OF CASH FLOWS

For the year ended December 3L,202L
(wlth comparative figures for 2020)

Notes 202L 2020
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CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustment for :

Depreciation a nd amortization

P 4,625,L65 P 2,706,831

355,6809, 19 307,460

lmpairment losses 19 3,296,453 3,951,691

oPERATTNG TNCOME (LOSS) BEFORE CHANGES lN

OPERAT!NG ASSETS AND LIABILITIES

Changes in Operating Assets and Liabilities

Decrease (lncrease) in:

lnsurance balances receivable

Accounts and other receivables

Other assets

lncrease (Decrease) in:

lnsurance balances payable

Accounts and other payables 13 496,425 574,489

Cash provided by operations 11,395,355

f ncome tax paid 374,380

5

6

11

12

g,22g,o7g

(4!,976,!651
(199,338)

7,605

44,837,750

7,024,202

(93,078,519)

(4L,670)

48,347

88,476,475

2,943,324

343,706

NET CASH PROVIDED BY OPERATING ACTIVITIES 11,769,735 3,287,030

CASH FLOWS FROM INVESTING ACTIVITIES:

Acquisition of property & equipment
Disposal of property & equipment

Disposal of investment property

g (74,9t9)
9-
10

(189,396)

47,321
405,880

I
==,.:.

NET CASH USED IN INVESTING ACTIVITIES 174,9L91 263,805

CASH FLOWS FROM FINANCING ACTIVITIES:

Loan payable (333,935) (278,280)

NET INCREASE IN CASH AND CASH EQUIVALENTS 11,360,880 3,272,555

CASH AND CASH EqUIVALENTS AT BEG OF THE YEAR 20,255,119 16,992,564

CASH AND CASH EqUUALENTS AT END OF THE YEAR P 31,625,999 P 20,265,719

See accompanying Notes to Financial Statements.
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MEGA RE INTERNATIONAL INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 3L,2021
(With comparative figures as at and for the year ended December 31,20201

(All amounts are shown in Philippine Peso unless otherwise stated)

Note 1 - Organization and operation

MEGA RE INTERNATIONAL,INC. is a domestic corporation registered with the Securities and Exchange

Commission on Novembe r 16,7987 under SEC Reg. No. L46205 and primarily engaged in the business

of insurance and and reinsurance broker, and to act as representative of insurance/reinsurance

broker, and to act as representative of insurance/reinsurance companies and reinsurance brokers,

both domestic and foreign.

The registered address of the Company is at Room 906 Cityland Tower ll, 6817 Ayala Avenue, Salcedo

Village, Makati City, Philippines.

The accompanying financial statements of the Company were reviewed and authorized for issue by

the Board of Directors on March 3L,2022.

Basis of Preparption
The accompanying financial statements have been prepared on a historical cost basis, except for

financial assets and financial liabilities at fair value through profit and loss (FVTPL) and financial assets

at fair value through other comprehensive income (FVOCI) investments that have been measured at

fair value. The financial statements are measured in Philippine Peso (P), which is also the Company's

functional and presentation currency. All values are rounded off to the nearest peso values, unless

otherwise indicated.

The financial statements have been prepared in accordance with the financial framework set by the

Company as fully discussed in the Significant Accounting Policies.

Cha4ses in Accounti,ns Policies and Pisqlosurql
The following are the new standards, amendments and interpretation effective as of January L,2O2O

adopted by the Company. The adoption of the following accounting pronouncements did not have

any impact on the financial statements unless otherwise indicated. The Company did not early adopt

any other standard, amendment or interpretation that has been issued but is not yet effective.

o Amendments to PFRS i, Definition of o Business

The amendments to PFRS 3 clarify the minimum requirements to be a business, remove the

assessment of a market participant's ability to replace missing elements, and narrow the definition of

outputs. The amendments also add guidance to assess whether an acquired process is substantive and
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add illustrative examples. An optional fair value concentration test is introduced which permits a

simplified assessment of whether an acquired set of activities and assets is not a business,

o Amendments to PFRS 7, Finonciol lnstuments: Disclosures and PFRS 9, Finonciol lnstruments,
lnterest Rate Benchmark Reform

The amendments to PFRS 9 provide a number of reliefs, which apply to all hedging relationships that
are directly affected bythe interest rate benchmark reform. A hedging relationship is affected if the
reform gives rise to uncertainties about the timing and or amount of benchmark- based cash flows of
the hedged item or the hedging instrument.

o Amendments to PAS 7, Presentotion of Finonciol Stotements, ond PAS 8, Accounting Policies,

Chonges in Accounting Estimotes ond Errors, Definition of Moteriol
The amendments provide a new definition of material that states "information is material if omitting,
misstating or obscuring it could reasonably be expected to influence decisions that the primary users

of general purpose financial statements make on the basis of those financial statements, which
provide financial information about a specific reporting entity."

The amendments clarify that materiality will depend on the nature or magnitude of information,
either individually or in combination with other information, in the context of the financial statements.

A misstatement of information is material if it could reasonably be expected to influence decisions

made by the primary users.

o Conceptual Framework for Financial Reporting issued on March 29,zOLg
The Conceptual Framework is not a standard, and none of the concepts contained therein override
the concepts or requirements in any standard. The purpose of the Conceptual Framework is to assist

the standard-setters in developing standards, to help preparers develop consistent accounting policies

where there is no applicable standard in place and to assist all parties to understand and interpret the
standards.

The revised Conceptual Framework includes new concepts, provides updated definitions and

recognition criteria for assets and liabilities and clarifies some important concepts.

o Amendments to PFRS 76, COVID-79'reloted Rent Concessions

The amendments provide relief to lessees from applying the PFRS 16 requirement on lease

modifications to rent concessions arising as a direct consequence of the COVID-19 pandemic. A lessee

may elect not to assess whether a rent concession from a lessor is a lease modification if it meets all

of the following criteria:

o The rent concession is a direct consequence of COVID-19;

o The change in lease payments results in a revised lease consideration that is substantially

the same as, or less than, the lease consideration immediately preceding the change;

o Any reduction in lease payments affects only payments originally due on or before June

30, 2021; and
o There is no substantive change to other terms and conditions of the lease.

A lessee that applies this practical expedient will account for any change in lease payments resulting

from the COVID-19 related rent concession in the same way it would account for a change that is not

a lease modification, i.e., as a variable lease payment.

The amendments are effective for annual reporting periods beginning on or after June L, 2020, Early

adoption is permitted. The adoption of these amendments does not have a significant impact on the

Company's financial statements.

I
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Future Chanees in Accountine Policies

Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the

Company does not expect that the future adoption of the said pronouncements will have a significant

impact on its financial statements. The Company intends to adopt the following pronouncements

when they become effective.

Effective beginning on or after tonuory 7, 2021

o Amendments to PFRS 9, Financiol lnstruments, PFRS 7, Finonciol lnstruments: Disclosures,

pFRS 4, lnsurance Controcts, and PFRS !6, Leases: lnterest Rote Benchmork Reform - Phase

2

Effective beginning on or ofter Jonuory 7, 2022
o Amendments to PFRS 3, Business Combinotions: Reference to the Conceptuol Fromework

o Amendments to PAS 16, Property, Plant and Equipment: Proceeds Before lntended Use

o Amendments to PAS 37, Onerous Contracts: Cost ol Fulfilling o Controct

o Annual lmprovements to PFRS Standards 2018-2020 Cycle

o Amendments to PFRS 1, Subsidiory os o first'time odopter

o Amendments to PFRS 9, Fees in the '70 per cent' test for derecognition of finoncial
liobilities

o Amendments to PFRS 15, Lease incentives

o Amendments to PAS 41, Toxotion in fair volue meosurements

Effective beginning on or ofier Januory 7, 2023

o Amendments to PAS L, Classification of Liobilities os Current or Non-current

o PFRS L7, lnsuronce Controcts

PFRS 17 is a comprehensive new accounting standard for insurance contracts covering recognition and

measurement, presentation and disclosure. Once effective, PFRS 17 will replace PFRS 4, lnsurance

Contracts. This new standard on insurance contracts applies to alltypes of insurance contracts (i.e.,

life, non-life, direct insurance and re-insurance), regardless of the type of entities that issue them, as

well as to certain guarantees and financial instruments with discretionary participation features. A few

scope exceptions will apply.

The overall objective of PFRS 17 is to provide an accounting modelfor insurance contracts that is more

useful and consistent for insurers. ln contrast to the requirements in PFRS 4, which are largely based

on grandfathering previous local accounting poticies, PFRS 17 provides a comprehensive model for

insurance contracts, covering atl relevant accounting aspects. The core of PFRS 17 is the general

model, supplemented by:

. A specific adaptation for contracts with direct participation features (the variable fee

approach)
. A simplified approach (the premium allocation approach) mainly for short-duration

contracts

pFRS 17 is effective for reporting periods beginning on or afterJanuary L,2023, with comparative

figures required. Early application is permitted.

Assessment is currently being made by the Company. The Company has established a project team,

with assistance from Actuarial, Finance, Risk, lT departments and various business sectors to study the

I
l.l
'l
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implication and to evaluate the potential impact of adopting this standard on the required effective
date.

Deferred effectivity

r Amendments to PFRS 10, Consolidoted Finoncial Stotements, and PAS 28, Sole or
Contribution of Assets between on lnvestor and its Associate or Joint Venture

Product Classification
lnsurance contracts are those contracts where the Company (the insurer) has accepted significant
insurance risk from another party (the policyholders) by agreeing to compensate the policyholders if
a specified uncertain future event (the insured event) adversely affects the policyholders. As a general

guideline, the Company determines whether it has significant insurance risk, by comparing benefits
paid with benefits payable if the insured event did not occur. lnsurance contracts can also transfer
financial risk.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the
remainder of its lifetime, even if the insurance risk reduces significantly during this period, unless all

rights and obligations are extinguished or has expired.

Uge of Estimates, A,ssumqtio,ns and Judgments

The preparation of the financial statements necessitates the use of estimates, assumptions and
judgments. These estimates and assumptions affect the reported amounts of assets and liabilities at

the end of the reporting period as well as affecting the reported income and expenses for the period.

Although the estimates are based on management's best knowledge and judgment of current facts as

at the end of the reporting period, the actual outcome may differ from these estimates, possibly

significantly. For further information on critical estimates and judgments, refer to Note 3.

Cash and Cash Equiv?lents
Cash includes cash on hand and in bank. Cash equivalents are short-term, highly liquid investments

that are readily convertible to known amounts of cash with original maturities of three months or less

from dates of placements and are subject to an insignificant risk of changes in value.

Rei,nsurange assumed
The Company also assumes reinsurance risk in the normal course of business for non-life insurance

contracts where applicable. Premiums and claims on assumed reinsurance are recognized as revenue

or expenses in the same manner as they would be if the reinsurance were considered direct business,

taking into account the product classification of the reinsured business. Reinsurance liabilities

represent balances due to insurance companies. Amounts payable are estimated in a manner

consistent with the related reinsurance contract.

lnsr,rrance Receivables

Premium receivables.are recognized on policy inception dates and measured on initial recognition at

the fair value of the consideration for the period of coverage. Subsequent to initial recognition,

insurance receivables are measured at amortized cost. The carrying value of insurance receivables is

reviewed for impairment whenever events or circumstances indicate that the carrying amount may

not be recoverable, with the impairment loss recorded in statement of income.

Financial lnstruments

I
I
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Dote of recognition
The Company recognizes a financial asset or a financial liability in the statement of financial position

when it becomesa partytothecontractualprovisionsof the instrument. Purchases orsalesof financial

assets that require delivery of assets within the time frame established by regulation or convention in

the marketplace are recognized on the trade date'

lnitiol recognition and subsequent meosurement of finoncial instruments

Financial instruments are recognized initially at fair value of the consideration given (in case of an

asset) or received (in the case of a liability). Except for financial instruments at fair value through profit

or loss (FWPL), the initial measurement of financial assets includes transaction costs' The Company

classifies its financial assets in the following categories: FVTPL, fair value through other comprehensive

income (FVOCI), investment securities at amortized cost and loans and receivables.

Financial assets are measured at FWPL unless these are measured at FVOCI or at amortized cost.

Financial liabilities are classified as either financial liabilities at FWPL or financial liabilities at

amortized cost. The classification of financial assets depends on the contractual terms and the

business model for managing the financial assets. Subsequent to initial recognition, the Company may

reclassify its financial assets only when there is a change in its business model for managing these

financial assets. Reclassification of financial liabilities is not allowed.

The Company determines its business model at the level that best reflects how it manages groups of

financial assets to achieve its business objective. The Company's business model is not assessed on an

instrument-by-instrument basis, but at a higher level of aggregated portfolios. As a second step of its

classification process, the Company assesses the contractual terms of financial assets to identify

whether they pass the contractual cash flows test (solely payments of principal and interest (SPPI)

test).

Determinotion of Fair Volue

The Company measures financial instrument at fair value at each reporting period'

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly

transaction between market participants at the measurement date. The fair value measurement is

based on the presumption that the transaction to sell the asset or transfer the liability takes place

either:

o ln the principal market for the asset or liability, or
e ln the absence of a principal market, in the most advantageous ma*et for the asset or

liability

The principat or the most advantageous market must be accessible to the Company' The fair value of

an asset or a liability is measured using the assumptions that market participants would use when

pricing the asset or liability, assuming that market participants act in their economic best interest'

The Company uses valuation techniques that are appropriate in the circumstances and for which

sufficient data are available to measure fair value, maximizing the use of relevant observable inputs

and minimizing the use of unobservable inputs.

Foir volue hierorchy
All assets and liabilities for which fair value is measured or disclosed in the financial statements are

categorized within the fair value hierarchy, described as follows, based on the lowest level input that

is significant to the fair value measurement as a whole:

o Level 1- euoted (unadjusted) market prices in active markets for identical assets or liabilities
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Level 2 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is directly or indirectly observable

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the

Company determines whether transfers have occurred between Levels in the hierarchy by re-

assessing categorization (based on the lowest level input that is significant to the fair value

measurement as a whole) at the end of each reporting period.

'Doy 7'difference
Where the transaction price in a non-active market is different from the fair value based on other

observable current market transactions on the same instrument or based on a valuation technique

whose variables include only data from observable market, the Company recognizes the difference

between the transaction price and fair value (a 'Day 1' difference) in the statement of income unless

it qualifies for recognition as some other type of asset or liability. ln cases where fair value is

determined using data which is not obseruable, the difference between the transaction price and

model value is only recognized in the statement of income when the inputs become observable or

when the instrument is derecognized. For each transaction, the Company determines the appropriate

method of recognizing the 'Day 1' profit amount.

Fi na nciol Assets ot FVOCI

Financial assets at FVOCI include debt and equity securities. After initial measurement, investment

securities at FVOCI are subsequently measured at fair value. The unrealized gains and losses arising

from the fair valuation of financial assets at FVOCI are excluded, net of tax as applicable, from the

reported earnings and are included in the statements of comprehensive income as 'Fair value reserves

on financial assets at FVOCI'.

Debt securities at FVOCI are those that meet both of the following conditions: (i) the asset is held

within a business model whose objective is to hold the financial assets in order to both collect

contractual cash flows and sell financial assets; and (ii)the contractualterms of the financial asset give

rise on specified dates to cash flows that are SPPI on the outstanding principal amount' The effective

yield component of debt securities at FVOCI, as well as the impact of restatements on foreign

currency- denominated debt securities at FVOCI, is reported in the statements of income. lnterest

earned on holding debt securities at FVOCI are reported as 'lnterest income' using the effective

interest method. When the debt securities at FVOCI are disposed of, the cumulative gain or loss

previously recognized in the statements of comprehensive income is recognized as 'lnvestment and

other income' in the statements of income. The ECL arising from impairment of such investments are

recognized in OCI with a corresponding charge to 'Provision for impairment losses' in the statements

of income.

Equity securities designated at FVOCI are those that the Company made an irrevocable election to
present in OCI the subsequent changes in fair value. Dividends earned on holding equity securities at

FVOCI are recognized in the statements of income as 'lnvestment and other income' when the right

of the payment has been established, except when the Company benefits from such proceeds as a

recovery of part of the cost of the instrument, in which case, such gains are recorded in OCI' Gains and

losses on disposal of these equity securities are never recycled to profit or loss, but the cumulative

gain or loss previously recognized in the statements of comprehensive income is reclassified to
iRetained Earnings' or any other appropriate equity account upon disposal. Equity securities at FVOCI

are not subject to impairment assessment.

Othe r fi n o ncio I lio bi I iti e s
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lssued financial instruments or their components, which are not designated as at FVPL are classified

as other financial liabilities where the substance of the contractual arrangement results in the

Company having an obligation either to deliver cash or another financial asset to the holder, or to

satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset

for a fixed number of own equity shares. The components of issued financial instruments that contain

both liability and equity elements are accounted for separately, with the equity component being

assigned the residual amount after deducting from the instrument a whole amount separately

determined as the fair value of the liability component on the date of issue'

After initial measurement, other financial liabilities are subsequently measured at amortized cost

using the effective interest method. Amortized cost is calculated by taking into account any discount

or premium on the issue and fees that are an integral part of the effective interest rate. Any effects of
restatement of foreign currency-denominated liabilities are recognized in the statement of income'

This accounting policy applies primarily to insurance payables, accounts payable and accrued expenses

and other liabilities that meet the above definition (other than liabilities covered by other accounting

standards, such as retirement benefit liability and income tax payable)'

Offsettins Financial lnstruments
Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognized

amounts and there is an intention to settle on a net basis, orto realize the asset and settle the liability

simultaneously. The Company assesses that it has a currently enforceable right to offset if the right is

not contingent on a future event, and is legally enforceable in the normal course of business, event of
default, and event of insolvency or bankruptcy of the Company and all of the counterparties'

ln'!pairment of Financial Assets

Expected credit loss methodology (ECL)

ECL represents credit losses that reflect an unbiased and probability-weighted amount which is

determined by evaluating a range of possible outcomes, the time value of money and reasonable and

supportable information about past events, current conditions and forecasts of future economic

conditions. The objective is to record lifetime losses on all financial instruments which have

experienced a significant increase in credit risk (SICR) since their initial recognition. As a result, ECL

allowances are now measured at amounts equal to either (i) 12-month ECL or (ii) lifetime ECL for those

financial instruments which have experienced a SICR since initial recognition (General Approach). The

t2-month ECL is the portion of lifetime ECL that results from default events on a financial instrument

that are possible within the 12 months after the reporting date. Lifetime ECL are credit losses that

result from all possible default events over the expected life of a financial instrument. ln comparison,

the previous incurred loss model recognizes lifetime credit losses only when there is objective

evidence of impairment.

PFRS 9 also allows the use of the loss rate approach in estimating ECL in cases where no complex

portfolio is present for an entity. As a result, the Company applies the simplified approach wherein

ECL allowances will be measured at an amount equal to lifetime ECL. The assessment of SICR that is
solely based on the change in the risk of defauh is not applied under the loss rate approach and the

loss rate based on historical trend is adjusted for current conditions and expectations over the future

using the overlay.

The Company applies the simplified approach in its 'lnsurance receivables' and applies general

approach for the related debt investment securities which include 'Financial assets at FVOCI', and

'Accounts and other receivables'.
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Stoging assessment

For non-credit-impaired financial instruments:
o Stage 1 is comprised of all non-impaired financial instruments which have not experienced

a SICR since initial recognition. The Company recognizes a 12-month ECL for Stage l financial

instruments.
o Stage 2 is comprised of all non-impaired financial instruments which have experienced a SICR

since initial recognition. The Company recognizes a lifetime ECL for Stage 2 financial

instruments.

For cred it-impaired financial instruments :

o Financial instruments are classified as Stage 3 when there is objective evidence of

impairment as a result of one or more loss events that have occurred after initial recognition

with a negative impact on the estimated future cash flows of a loan or a portfolio of loans.

The ECL model requires that lifetime ECL be recognized for impaired financial instruments.

Significant increose in credit risk (SICR)

The criteria for determining whether credit risk has increased significantly vary by portfolio and

include quantitative changes in probabilities of default and qualitative factors, including a backstop

based on delinquency. The credit risk of a particular exposure is deemed to have increased significantly

since initial recognition if the security's credit rating, by any international or local rating agencies has

deteriorated. ln such event, lifetime ECL of the security involved will be measured'

ECL porameters ond methodologies
ECL is a function of the probability of default (PD), exposure at default (EAD) and loss given default

(LGD) with each of the parameter independently modelled.

The pD represents the likelihood that a credit exposure will not be repaid and will go into default in

either a 12-month horizon for Stage 1 or lifetime horizon for Stage 2. The PD for each individual

instrument is based on issuers' external credit rating and apply forecasting techniques using historical

data to estimate the average cumulative default rates at a given point in time and workout forward-

looking PD curue per rating grade projected using economic forecasts.

EAD is modelled on historical data and represents an estimate of the outstanding amount of credit

exposure at the time a default may occur. For the Company's financial assets, EAD represents their

carrying values.

LGD is the amount that may not be recovered in the event of default and is modelled based on issuers'

external credit rating. For issuers without internal nor external credit rating, LGD estimation is

modeled using benchmarking approach where comparable companies having the same industry and

similar financial characteristics as that of the issuer are considered.

Economic overloys

The Company incorporates economic overlays into the measurement of ECL to add a forward- looking

risk measure parallel to the expected future macroeconomic atmosphere. A broad range of economic

indicators were considered for the economic inputs. The economic indicators considered were

categorized into two sub-groups: global and local. For the global economic indicators, the following

werJ considered: inflation rate, real gross domestic product (GDP), unemployment rate, US dollar
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index, and 10- and Z-year treasury yield. For the local economic indicators, the following were
considered: Philippine composite index, Philippine inflation rate, Philippine real GDP, Asian to US

dollar index, 10- and Z-year R2 benchmark rate, and USD/PHP exchange rate. The inputs and models

used for calculating ECL may not always capture all characteristics of the market at the date of the
financial statements. To address this, quantitative adjustments or overlays are occasionally made as

temporary adjustments when such differences are significantly material. Overlay factors are modeled
using Regression Analysis (backward elimination method).

Derecoenition of Fina ncial Assets a nd l-ia,hilities

Finqnciol asset
A financial asset (or where applicable a part of financial asset or a part of a group of financial asset) is

derecognized when:
a. the right to receive cash flows from the asset have expired;
b. the Company retains the right to receive cash flows from the asset, but has assumed an

obligation to pay them in full without material delay to a third party under a pass-through

arrangement or;
c. the Company has transferred its right to receive cash flows from the asset and either has

transferred substantially all the risks and rewards of the asset, or has neither transferred nor

retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

Where the Company has transferred its right to receive cash flows from an asset or has entered into
a pass-through arrangement, and has neither transferred nor retained substantially all the risks and

rewards of the asset nor transferred control of the asset, the asset is recognized to the extent of the
Company's continuing involvement in the asset. Continuing involvement that takes the form of a

guarantee over the transferred asset is measured at the lower of original carrying amount of the asset

and the maximum amount of consideration that the Company could be required to repay.

Financiol liobility
A financial liability is derecognized when the obligation under the liability has expired, or is discharged

or cancelled. Where an existing financial liability is replaced by another from the same lender on

substantially different terms, or the terms of an existing liability are substantially modified, such an

exchange or modification is treated as a derecognition of the original liability and the recognition of a

new liability, and the difference in the respective carrying amounts is recognized in the statement of
income.

Reinsurance
Reinsurance assets represent balances due from reinsurance companies for its share on the unpaid

losses incurred by the Company. Recoverable amounts are estimated in a manner consistent with the

outstanding claims provision and are in accordance with the reinsurance contract.

Reinsurance assets are reviewed for impairment at each end of the reporting period or more

frequently when an indication of impairment arises during the reporting period. lmpairment occurs

when objective evidence exists that the Company may not recover outstanding amounts under the
terms of the contract and when the impact on the amounts that the Company will receive from the

reinsurer can be measured reliably. The impairment loss is recorded in the statement of income.

Ceded reinsurance arrangements do not relieve the Company from its obligations to policyholders.

The Company also assumes reinsurance risk in the normal course of business for insurance contracts.

Premiums and claims on assumed reinsurance are recognized in profit or loss as income and expenses
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in the same manner as they would be if the reinsurance were considered direct business, taking into

account the product classification of the reinsured business. Reinsurance liabilities represent balances

due to reinsurance companies. Amounts payable are estimated in a manner consistent with the

associated reinsurance contract.

Premiums and claims are presented on a 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 contract is transferred to another party'

When the Company enters into a proportional treaty reinsurance agreement for ceding out its
insurance business, the Company initially recognizes a liability at transaction price. Subsequent to

initial recognition, the portion of the amount initially recognized as a liability which is presented as

"lnsurance payables" in the liabilities section of the statement of financial position will be withheld

and recognized as "Funds held for reinsurers" and included as part ofthe "lnsurance payables" in the

liabilities section of the Company statement of financial position. The amount withheld is generally

released after a year.

Prooertv and Eouioment
Property and equipment, except for land, are stated at cost, net of accumulated depreciation and any

impairment in value. Land is stated at cost less any impairment losses.

The initial cost of property and equipment comprises its purchase price, including nonrefundable taxes

and any directly attributable costs of bringing the asset to its working condition and location for its

intended use. Subsequent costs are included in the asset's carrying amount or recognized as a

separate asset, as appropriate, only when it is probable that future economic benefits associated with

the item willflow to the Company and the cost of the item can be measured reliably'

All other repairs and maintenance are charged to the statement of income during the financial period

these are incurred.

Depreciation are computed using the straight-line method over the estimated useful lives of the

properties as follows:

and lmprovement
Electronic and data processing (EDP) equipment

Office equipment
Tra nsportation equiPment
Furniture, fixtures and equiPment

Leasehold improvements are amortized over the term of the lease or estimated useful life of 5 years,

whichever is shorter.

The estimated useful lives and depreciation method are reviewed periodically to ensure that the

period and method of depreciation and amortization are consistent with the expected pattern of

economic benefits from items of property and equipment.

When property and equipment are retired or otherwise disposed of, the cost and the related

accumulated depreciation and accumulated provision for impairment losses, if any, are removed from

the accounts. Any gain or loss arising on derecognition of the assets, which is calculated as the

Number of Years
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difference between the net disposal proceeds and the carrying amount of the asset, is included in the
statement of income in the year the asset is derecognized.

Creditable Withholdins Taxes (CWTs)

Creditable withholding taxes pertain to the indirect taxes paid by the Company that are withheld by

its counterparty for the payment of its expenses and other purchases. These CWTs are initially
recorded at cost as an asset under "Other assets" account.

At each end of the tax reporting deadline, these CWTs may either be offset against future tax income
payable or be claimed as a refund from the taxation authorities at the option of the Company.

At each end of the reporting period, an assessment for impairment is performed as to the

I 
recoverabilitv of these CWTs.

lmpairment of Nonfinancial Assets

The Company assesses at each end of the reporting period whether there is an indication that
investments in subsidiaries, investment properties and property and equipment may be impaired. lf
any such indication exists, or when annual impairment testing for an asset is required, the Company

makes an estimate of the asset's recoverable amount. An asset's recoverable amount is the higher of
an asset's or cash-generating unit's fair value less costs to sell and its value in use and is determined

for an individual asset, unless the asset does not generate cash inflows that are largely independent

of those from other assets or groups of assets. Where the carrying amount of an asset exceeds its

recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

ln assessing value in use, the estimated future cash flows are discounted to their present value using

a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset.

An assessment is made at each end of the reporting period as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. lf such indication

exists, the recoverable amount is estimated. A previously recognized impairment loss is reversed only

if there has been a change in the estimates used to determine the asset's recoverable amount since

the last impairment loss was recognized. lf that is the case, the carrying amount of the asset is

increased to its recoverable amount. That increased amount cannot exceed the carrying amount that
would have been determined, net of depreciation, had no impairment loss been recognized for the

asset in prioryears. Such reversalis recognized in profit or loss unlessthe asset is carried at revalued

amount, in which case, the reversal is treated as a revaluation increase. After such reversal the

depreciation charge is adjusted in future periods to allocate the asset's revised carrying amount, less

any residualvalue, on a systematic basis over its remaining useful life.

V?lue-added Tax (VST)

The input value added tax pertains to the t2% indirec. tax paid by the Company in the course of the
Company's trade or business on local purchase of goods or services'

Output VAT pertains to the L2% lax due on the sale of insurance policies and other goods or services

by the Company.

lf at the end of any taxable month, the output VAT exceeds the input VAI the outstanding balance is

included under "Accounts payable and accrued expenses and other liabilities" account. lf the input

VAT exceeds the output VAT, the excess shall be carried over to the succeeding months and included

under "Other assets" account.
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bsu ra nce Contract Liabilities

:?t[lT" 
contract liabilitiei are recognized when contracts are entered into and premiums are

lnsurance pavables

lnsurance payables are recognized when due and measured on initial recognition at the fair value ofthe consideration received less attributable transa.tion lort.!ubsequent to initial recognition, theseare measured at amortized cost using the effective interest raie method.

:ffi:il:" 
payables are derecognized when the obligation under the tiability is settled, cancelted or

Pension Cost
Benefits that are payable after the completion of emptoyment by the qualified employees for theirretirement' The company has no formairetirement pian duly iegistered with the Bureau of lnternalRevenue as of the reporting date' The company accrues the estimated retirement benefits based onthe minimum requirements under Republic Aci wo. zo+i, netirement pay Law, which provides forretirement pay to qualified employees in the.absence ot r,',v ,"iir"ment pran. The company providesfor the minimum guarantee benefits in compliance with RA 7G41.

The company's retirement benefit obligation is.measured using the accrual approach, if any. Accrualapproach is applied by calculating the expected.liability ,, .i ,lporting date using the current sataryof the entitled employees and itre 
"riioy""r' years of ,iri.", without consideration of futurechanges in satary rates and service periods.

Plan assets' if any' are assets that are held by a tong-term employee benefit fund or quarifyinginsurance policies' Plan assets are not available to the c;dito^ itah" company, nor can they be paiddirectly to the company' Fair value of plan assets is based on market price information. when nomarket price is available, the fair value oi ptan assets is estimated by discounting expected future cashflows using a discount rate that reflects both the risk associated *,,t at 
" 

plan alsets .nJ,r," maturityor expected disposal date of those assets (or if they t rr" no ,rturity, the expected period untir thesettlement of the related obligations).

lf the fair value of plan assets is higher than the present varue of the defined benefit obtigation, themeasurement of the resulting defined benefit asset is limited to the present vatue of economic

ffiTt'" 
available in the form of refunds fiom the plan or reductions in future contributions to the

The company's right to be reimbursed of some or all of the expenditure required to settre a defined
:ffiffi::}::;.0 

t"totnized as a separate asset at fair vatue when and onty when reimbursement

Eguitv

:ff,,;liJl':J":ff::i:;: h::H:"I1il[;tock is paid ror or subscribed under a binding

Accumulated profits include atl the accumulated earnings of the company, net of dividends declared.

Rgvenue Recoenitign
Revenue from contracts with customers is recognized upon transfer of services to the customer at an

iil::::l;:refrects 
the consideration to which the company 

"rp"o, to be entitred in exchange for

12
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The company assesses its revenue arrangements against specific criteria in order to determine if it is
r:l?ffi:;incinal 

or asent' The comfanv concluded that it is acting as a principar in ail of its revenue

Re i ns u ro nce Co m m iss io ns
commissions earned from short-duration insurance contracts are recognized as revenue over theperiod of the contracts using the 24ttr method. The portion-of the commissions that retates to theunexpired periods of the policies at e1d.oj ilre reportin!'period are accounted for as ,,Deferred

;:fiffi:* 
commissions"'and presei,"o in .,re tiluititie-s section of the statement of financiat

Dividend income
Dividend income is recognized when the sharehotders' right to receive the payment is estabrished.
lnterest income
For all financial instruments measured at amortized cost and interest-bearing financiar instruments,interest income is recorded at the effective interest ,.ti *ii.r, is the rate that exacry discountsestimated future cash. receipts througi the expected rire oi trre financiar instrument or a shorterperiod' where appropriate' to the net c-arrying amount of the financiatasset. The carcuration takes intoaccount all contractual terms of the financiatlnstrumena tr* 

"-"rpre, 
prepayment options), incrudesany fees or incremental costs that are Jirectry attributaoL toii" instrument anJ;;, integrar partof the effective interest rate, but not future credit rosses. rhe aulusted carrying amount is carcurated

,?:j.:' 
the original effective int.*ti",,"' The change in carrying amount is recorded as interest

once the recorded value of a financiat asset or a group of simirar financiar assets has been reduced
fl[;:#.'Ii;riffii:i?'i','Jff::tffitr"'on,ii,.,',J'u"',".oeni.ed using *," o,igin.r errective

Other income
lncome from other sources is recognized when earned.

Expense Recognition
Expenses are decreases in economic benefits during the accounting period in the form of outflows or
i::fJitr ;:,:;Tff 1il?fii;: *H,,,;; ;i..'*ffi 

"# 
l:*ease in equ ity, oth er th a n those

Expenses

nHfil":'#'rJ:::?r ri""ili;investments 
and other expense, except ror rease agreements,

lnterest expense

ll'':T: :Jfl:ffil::1XT:*ti,'ffil,:::""" as thev are incurred, and they are derived rrom Funds

Fgre]en Exchansg Tr ions
lhe functional and presentation currency of the Company is the philippine peso (=p). Transactions inforeign currencies are initially recordei in the function.r .r.r"n.y rate ruring at the date of thetransaction' Monetary assets and liabilities denominat"J ir;;;;;" currencies are translated at thetunctional currency rate of exchange ruling at the end of ttre-replrting period. Nonmonetary itemsthat are measured in terms of historical .o!t in a foreign .urr"n-{-"r" transrated using the exchangerate as at the date of the initial transaction and are not subsequentry restated.

13
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Nonmonetary items measured at fair vatue in a foreign currency are translated using the exchangerate at the date when the fair value was determin"a.-errroreign exchange differences are taken toiJ:l["'JJffi;::r:?:ilH:j[:F'io equitv securities wnere gains or ro*", ,,." ,"cognized direcry

Lr,ovls!ons a nd Contine,encies
Provisions are recognized when the company has a present obrigation (regar or constructive) as a
result of a past event and it is probable that an ortnow oir"rorr.", embodying economic benefitswill be required to settle th" olrig.iion and a reriabte 

"riir"," can be made oithe amount of theobligation' where the companv 
""-p".ar 

some or att ora provision to u" ,uirurrred, for example,under an insurance contract' the reimbursement is recogniied as a separate asset but onry when thereimbursement is virtually certain' rn" 
"*p"nr" 

rerating Io .ny provision is presentJ in profit or ross,net of any reimbursement. lf the effect of the ,irJ ,"1u" of money is material, provisions aredetermined by discountins ttt" 
"*p"ct'ed- 

futur" ..rr, nJr-"t a pre-tax rate that refrects currentililffi 
assessments of the time vatue of monev .nd, ;;;;; appropriate, the risks specific to the

YT[r:ffil:ing is used' the increase in the provision due to the passage of time is recognized as

contingent liabilities are not recognized in the financiat statements but are discrosed unress the
possibility of an outftow of resourcJs 

"roooying ".onori. ilner1s is remote. contingent assets are
;.'iffi[:t''ed 

but are disclosed in ttre iinanciar statemeni;;"" an infrow of economic benefits is

lncome Tax
Current tax
Current tax assets and liabilities for the
expected to be recovered rrom or paia to ti:'Jil..,,1:'rffiTr,ffi'r'."i;1i ff"":::T,I;L"r:1:T
;:ffJ.t" 

the amount are those that are enacted or substaniiv"iv 
"n.o.a at the end of the reporting

Deferred tox
Deferred tax is provided' using the liability *:rhol,. ol ail temporary differences at the end of theffiffi ffi""**een 

thetixbases oi.rr",, and liabitities andtheircarryingamountsforfinanciat

Deferred tax liabilities are recognized for all. taxabte temporary differences, incruding assetrevaluations' Deferred tax asseis .r" ,".ogn ized for a[ deductibre temporary differences,carryforward of unused tax credits rio,n *t" excess of minimum corporate income tax (Mcrr) over theregular income tax' and unused n* op"tri,ng toss carryo*i i*orcor, to the extent that it is probabrethat sufficient taxable profit will b" J.ii;il against which the deductibre temporary differences andcarryforward of unused tax credits fror,rtf4Cf and unused ,VOLCO can be utilized. Deferred tax,however' is not recognll"d ol ."r;;;;;;lifferences ,rr.i.rir"'i.1, the initiat recognition of an assetil1*' xlJi: :,H ::::fii ;H :il:ij i:rff ,ffi HI#'il jl 
d, a,, he,i,; ;; tr, ;,ra ns ac, io n,

The carrying amount of deferred tax assets is reviewed at each end of the reporting period andreduced to the extent that it ir no l;n;;;-probabre ,t., rr*i.[nt taxable profit wi* be avairabte toallow all or part of the deferreJ t.- *rli to be utitized. un.ecognized deferred tax assets arereassessed at each end of the reporting period and are *;;g;;;; to the extent that it has becomeprobable that future taxabte profit wifl ]r[*'rr," deferred taiasset to be recovered.
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Deferred tax assets and liabilities are measured at the tax rates that are applicable to the period whenthe asset is realized orthe liability is settled, based on tax rates 1.na t., laws)that have been enactedor substantively enacted at the end of the reporting period. Movements in the deferred tax assets andliabilities arising from changes in tax rates are charged against or lredited to income for the period.

current tax and deferred tax relating to items recognized as other comprehensive income is alsorecognized in the company statement of other comprehensive income.

Deferred tax assets and deferred tax liabilities are offset if a legalty enforceable right exists to set offcurrent tax assets against current tax liabilities and deferred taxes related to the same taxable entityand the same taxation authority.

Eyents afte,r End of the Reportine peliod
Any post period-end events that provide additional information about the company,s position at theend of the reporting period (adjusting event) are reflected in the financial statements. post period-end events that are not adjusting events, if any, are disclosed in the financial statements whenmaterial.

The preparation of the financial statements in accordance with pFRS requires the company to makeestimates and assumptions that affect the reported amounts of assets, liabilities, income andexpensesanddisclosureofcontingentassetsandcontingentriuuiritier. 
Futureeventsmayoccurwhichwill cause the assumptions used in arriving at the estimates to change. The effects of any change inestimates are reflected in the financialstatements as they become reasonably determinable.

Estimates and judgments are continually evaluated and are based on historical experience and otherfactors' including expectations of future events that are believed to be reasonable under thecircumstances.

Judements
In the process of applying the company's accounting policies, management has made the followingjudgments, apart from those involving estimates and assumptions, which have the most significanteffect on the amounts recognized in the financialstatements:

a. Contingencies
The company is currently involved in various legal proceedings. The estimate of probable costs for theresolution of these claims has been developed in consuftalion with outside counsel handling thedefense in these matters and is based upon an analysis of potential results. The company currentrydoes not believe that these proceedings, if any, witt have a material effect on the company,s financialposition.

b. product clossificotion
The significance of insurance risk is dependent on both the probability of an insured event and themagnitude of its potential effect' As a general guideline, the company defines significant insurancerisk as the possibility of having to pay benefits on the occurrence of an insured event that are at least5% more than the benefits payabre if the insured event did not occur.

The company has determined that the insurance policies it issues have significant insurance risks andtherefore meet the definition of insurance contracts and should be accounted for as such.

Note 3 - Significant accounting esti."t*irrA irAgr*nt,
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c' Evoruotion of business moder in manoging finonciorossefsThe company manages its financial assets orrea o-n uurin"r, ,oo.rs that maintain adequate rever offinanciar assets to match i., 
"rp".t"j ::rl "r!p*;l;;:i, ,nring from payments of customers,

::XH#ih#?Jll?]| :5;'""!r,. ,"nrorio or rinan.i,r'i,,",, ror investme";;;; trading activities

ln determining the classification of a financiat instrument, the company deveroped business moderswhich reflect how it manages its fortiotio of financiat inri*rn*. The company,s business modersneed not be assessed at entity r"'"r ot as a whole uut apprieo at the levet of a portfotio of financiatinstruments (i'e" group of financial instruments that are managed together by the company) and noton an instrument-by-instrument basis (i.e., not b.;"1 ;;;tention or specific characteristics ofindividualfinanciat instrument)' rn"iolprny evaluates in which business moderfinanciar instrumentffi ::*",j,o""li,f;ffi::'fiTffi1 ffi ;,;1,,r',LJ consideration *," ooj".tives or each

In addition' PFR' 9 emphasizes that if more than an infrequent and more than an insignificant sare is
made out of a portfolio of financial assets carried u, ,ronir"i cost, an entity should assess whetherand how such sales are consistent with the objectiv" ,i."il"i,"g contractuat .Jir*r. rn makingthis judgment' the company considers certain circumstances documented in its business modermanual to assess that an increase in the frequ"n.v o,. ,.ir" of sates of financiat instruments in a
particular period is not necessarily inconsisteni with a rrera-to--coile.t ourin"r, ,oJ"io,r," company
:i[:1fl:l[:1iJ"r1H:r?;,jiff sates ana why those r.r", lo not rerect a change in the company,s

Yanleement,s Use gf tutimag
The key assumptions concerning the future 

-and 
other key sources of estimation uncertainty at eachreporting date' that have a significant iirr or causing , ;;i;; adjustment to the carrying amountsof assets and riabirities withinihe ,.-i i rrr.i.r period are discussed berow.

o. ECL of financial ossets
The company's ECI calculations are outputs of comprex moders with a number of underrying
ff':TIJil: ::flil:[:::T:?:i;'"'r1,ff#"',,i1=,*,,. ilt",a"p.na"n.i", lisniricant ractori

o segmentation of the portfolio, where the appropriate modetor ECL approach is usedo The criteria for assessing if there t as ueen I r[.i,** increase in credit risk and so

;:j:ffi[:*:r1]'J,'l'';ssets 
shoutd o" ,"rr-u,"d on a riro,r" Eiiiasis and the

o The segmentation of financial assets when their ECL is assessed on a collective basiso Development of ECL models, including the various formulas and the choice of inputs. 
1,"j",,#,ffi::ijJ il::?ig :::"dff 

, ;; ;;;.;m ic s cen a rios a n d eco, o m ic i n p uts' i;';::ff ,TJ::H :11;: Iffi l,i:ffi': ffiffi :[' 
rios a n d t h e i r proba bi, itv we ight i ngs,

- b. 
..Voluotion of insurance controct liabilitiesFor nonlife insurance contracts, estimates have to be made both for the expected urtimate cost ofclaims reported at the 

3ld ?f ilre teporting period and for the expected urtimate cost of the rBNRclaims at the reporting date' rt can tat! a ffiiric.nt p"rioa oriirJb"ror" the urtimate craim costs canbe established with certainty and forcor1 ,yp" of policies, lsNn .lrim form the majority of thestatement of financiar. position craims ,,oro,on. The rBNR prorision of the company has beencalculated usin' standard actuarial pr"i".,l"r, techniques',Irin, o.r, deveropment patterns todetermine the expected future ae'eroJmini ana prolect it," .r.i, .mounts for each accident year to
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its ultimate value. A number of different valuation methodologies have been adopted, each with their
own strengths and blended them together which include: (a) paid chain ladder method (with and
without Bornhuetter-Ferguson (BF)adjustments); (b) reported chain ladder method (with and without
BF adjustments); and (c) expected loss ratio method. At each reporting date, prior year claims
estimates are reassessed for adequacy and changes made are charged to provision.

The main assumptions underlying the estimation of the claims provision is that an entity's past claims
development experience can be used to project future claims development and hence, ultimate claims
costs. Historical claims development is mainly analyzed by accident years, as well as by significant
business lines and claim types. Large claims are usually separately addressed, either by being reserved
at the face value of loss adjustor estimates or separately projected in order to reflect their future
development. ln most cases, no explicit assumptions are made regarding future rates of claims
inflation or loss ratios. lnstead, the assumptions used are those implicit in the historic claims
development data on which the projections are based.

c. Foir volues of finoncialossets
The Company carries certain financial assets at fair value, which requires extensive use of accounting
estimates and judgments. Fair value determinations for financial assets are based generally on listed
or quoted market prices. lf prices are not readily determinable or if liquidating positions is reasonably
expected to affect market prices, fair value is based on either internal valuation models or
management's estimate of amounts that could be realized under current market conditions, assuming
an orderly liquidation over a reasonable period of time. While significant components of fair value
were determined using verifiable objective evidence (i.e., foreign exchange rates, interest rates,
volatility rates), the amount of changes in fair value of these financial assets and liabilities would affect
the statement of comprehensive income.

The carrying values of financial assets at FVOCI are disclosed in Note 7.

d. Recognition of defened tox ossets
Deferred tax assets are recognized for all deductible temporary differences to the extent that it is

probable that taxable income will be available against which these can be utilized. Significant
management judgment is required to determine the amount of deferred tax assets that can be
recognized. These assets are periodically reviewed for realization. Periodic reviews cover the nature
and amount of deferred income and expense items, expected timing when assets will be used or
liabilities will be required to be reported, reliability of historical profitability of businesses expected to
provide future earnings and tax planning strategies which can be utilized to increase the likelihood
that tax assets will be realized.

e. Estimotion of pension obligotion ond other retirement benefits
The determination of pension obligation and cost of pension is dependent on the selection of certain
assumptions used in calculating such amounts. Those assumptions include, among others, discount
rates and salary increase rates,

Due to the long-term nature of this plan, such estimates are subject to significant uncertainty. The

assumed discount rates were determined using the market yields on Philippine government bonds

with terms consistent with the expected employee benefit payout as of the reporting date. ln
accordance with PAS 19, actual results that differ from the Company's assumptions are recognized

immediately in other comprehensive income in the period in which they arise. While the Company

believes that the assumptions are reasonable and appropriate, significant differences in the actual

experience or significant changes in the assumptions may materially affect the pension obligations.

I
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I f. covtD-ls Pandemic

The COVID-19 pandemic did not have a significant impact on the Company's business operations, The

I Company remain fully operational with no major disruptions recorded to date.I
To ensure ongoing impacts of COVID-19 have been appropriately reflected in the Company's financial

I statements, the Company has assessed the impact of COVID-19 as follows:

t o Collectability of accounts with customers continues to be closely monitored. A material
change in the provision for impairment of insurance receivables has not been identified.

I ' I}::Tl"i,t':J:;lll,I"-':fli;#::,",'rl;'i'#f:J"i,:l:'J:i:ffirHli:i
include the economic effects of the pandemic.

I ' ll,",f;ily,x'[,iT ,1'"".:"J:'i:f,'Ji:,J?:':ffdT'Jil:"",'i,i".Tffi'ff"ff1
which recognition of the deferred tax assets is assessed, including forecast of revenue

I rh" c",;:l;.i,1H::r1Tff"?rtl,"Ji; risks and the ongoing impacts of coVrD-le on its business.

Note 4 - Cash and cash equivalents

This account consists of:

2021 2020

Cash on hand and in banks
Time deposits

L6,495,66L 8,O36,4t4
11140,338 12,228,705

31,625,99!t 20,265,1!9

Cash in bank earn interest at the respective bank deposit rates. Time deposit are placements made

for varying periods of up to three months depending on the immediate cash requirements of the
company and earn interest at respective time deposits rates.

Note 5 - lnsurance balances receivable

This account consists of:

202L ZO20

156,841,519 82,8L2,795
67,23a,873 102,587,885

Due from ceding companies
Due from reinsurers

I
I
I
I
I
I
I
I
I
I
I
I
I

Total
Less: Allowance for uncollectible accounts

224,080,392 185,496,599

224,98tr),392 185,400,680
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I Note 5 - Accounts and other receivables

This account consists of:

Other receivables
Advances to officers and emplovees

396,500
29,3s0

205,5L2
21,OOO

226,5L2

Note 7 - Financial assets at fair value through other comprehensive income

The carrying values of financial assets at fair value through other comprehensive income have been

determined as follows:

AtJanuary 1

Additions
Disposals

1,019,531 L,315,212

I
I
I
t
t
t
I
I
I
I
I
I
I
I
I
I
I
I

Fair value adiustments 108,

At December 31 gLO,782 1,019,531

Fair value adjustment for the year is presented as unrealized gain (!oss) on financial assets at fair value

through other comprehensive income in the statement of comprehensive income while its
accumulated balance is presented as part of equity in the statement of financial position.

Note 8 - lnvestment in stocks

lnvestment in stocks consists of equity securities which are not quoted in stock market
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I Note 9 - Propefi and equipment - net

Details of property and equipment as at December 31, are as follows:

AtJanuary 1, 2O2O 1,388,007 L,324,465 5,706,894 218,508

Additions-155,690-33,706

Building & Furniture & Transportation Other

L,59t,O7t 78,308 LO,307,253
- 189,396

252,2t4_

78s)
964,286 78,308 9,869,864

- 2,509 74,9L9
At December 37,2O2O 1,388,007 1,480,155 5,706'894

AtJanuary 7,2020
Charges

Additions - 72,4tO

-'---'-- . 'i '
Accumulated depreciation

- L,236,376 5,705,889 210,585 595,536 78,299 7,827,685
- 68,288 - 5,448 192,857

Disposalq. ,.. - ; - (s7e,4.631 -- - (f7e,a-6a)

nt oecemuer 31,2020 1,304,564 5,705,889 216,033 208,929 78,299 7,5L4,8L4

Charges - LO2,741 - !1,235 L92,857 627 307,460

At December 31,2021 - L,407,405 5,

Net bookvalues

I
I
I
I
I
I
I
I
I
I
T

t
I
T

December 3t,2O2O 9 2,355,0s0

December31,2021 1,,8&.u)7 145,150 5 24,946 562,500 1,891 2,122,509

Depreciation and amortization for the years ended December 3t,2O2L and 2020 amounting

to P307,460 and P256,593 are presented under general and administrative expenses.

Note 10 - lnvestment properties

Details of investment properties as at December 31, are as follows:

At January 1
Additions
Disposals
Accumulated

494,967

(494,9671

At December 31

Note 11 - Other assets

This account consists of:

I
I
I
I

LAL,809Prepayments
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Note 12 - lnsurance balances payable

This account consists of:

Due to reinsurers 768,4L4,8L7 82,637,602
Due to ceding companies 6t,L@,492 102,107,957

229,583,3(Et L4,745,559

Note 13 - Accounts and other payables

This account consists of:

Accounts payable
Withholdi ng taxes payable
VAT payable
Deferred output vat

L,4g4,r1'
75,707
52,159
51,631

921,605
82,49t
32,756
s1,631

1"584,3O8 1,082883

I
t
I
I
I
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t
t
T
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Note 14 - Share

Details of the Company's share capitalare as follows:

2021

No. ofShares Amount

2020

No. ofShares Amount
Authodzed sharc capitd - Plfl) par vahr

Balance at beginnirg of lear
lncrease during the year

100,0@ 10,000,000 100,000 10,000,000

Bakreaterdof year lOo,(XlO 10,(rco,(xx, 100,fi)o 10,000,000

lssued
Balance at @innirgof year
lssued durinc the
Balanceatendofyeer loo,(Xr0 1O,(XXr,(XX!

10,(x)o,ooo 10,000,000

1O,O0O,O0O

Note 15 - Fluctuation reselve on stocks

The following shows the movement in fluctuation reserve on stock:

Balance at beginning of year
lncrease (decrease) in fairvalue

569,531
(1O8,749)

444.,321
(29s,681)

Balance at end of year ryO'78i2 559,531
I

I
I
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Note 16 - Accumutated profits

Prior period adjustments

Prior period adjustments amounting to P420,891as of December 31, 2020, pertains to fluctuationreserve on stocks which shourd have been recorded as pg65,2tz instead of p444,32r.

Note17-Directcosts

This account consists of:

Transpoftation expense
Depreciation
Communication and postage 195,061 796,952

, - .762,L79 89,75g

s6ts90
1g2,g5g

239,529
192,857

Note 18 - lnvestment and other income

This account consists of:

I
I
I
I
t
I
t
I
t
I
t
I
T

I
I
T

I
t
I
I

Gain on forex
lnterest income
Dividend income

796,551

96,576
12,391

623,890

240,o00

Gain on sale of property and equipment
Rent income
Miscellaneous income

lvotetg-Genera@

This account consists of:

Salaries and wages
lmpairment loss
Bonus

3,423,659

3,296,453

uo,32O
39o,4il
251,432
238,000
227,709
225,5O1

!99,222
L7g,7g7

145,M2

3,O73,979

3,96r,691
44,0,9@

313,000
269,766
262,@0
377,!97
136,363

17O,gg7

211,97
125,353

Professional fees
Taxes and licenses
Employee benefits
Communication, light and water
Bank charges
SSS, PHIC and HDMF contribution
Dues and subscription
I nsu rance
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2020

I
I
I
I

Depreciation

Office supplies

Repairs and maintenance
Donation

Retirement

Miscellaneous

LtA,603

59,067

57,834
30,000

827,8!L

L62,823

61,686

72,t92
4,590

375,000

L,LO6,984

L0,296,312 LL,L25,798I
I Note 20 - Current and deferred taxes

lncome tax expense for the years ended December 31 is composed of:

I
I
I
t

Regular corporate income tax
Final tax

The reconciliation of the tax on pretax income (loss) computed at the statutory rate to tax expense is

shown below:

Tax on pretax income
Add (deduct) tax effects of:

lncome subject to lower income tax rate
Nontaxable income

1,539,985

12,tgtl
{3,012}

L,O22,879

16,746)
(3,405)

1"5311,78r) L,OL2,728T

I
t
I
T

I
I
I
I
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Note 21 - Supplementary information required by the Bureau of lntemal Revenue

On October 70,2007, Revenue Regulations (R.R.) No 12 was signed, amending certain provisions of
R.R.No,9-98 relative to the due date within which to pay MCIT imposed on domestic corporation and

resident foreign corporations. These revenue regulations require the quarterly payment of MCIT. The

quarterly MCIT payments shall be creditable against the tax that will be due at the end of the taxable year

whether it be RCIT or MCIT. The regulations took effect beginning on the income tax return for fiscal

quarter ending September 30,2007.

ln compliance with the requirements set forth by RR15-2010 hereunder are the information on taxes

and license fees paid or accrued during the taxable year.

Output Valqe Addgd Tax (VAT)

The Company is a VAT-registered company with VAT output tax declaration of P2,448,011 for the year

based on the commissions collected amounting to P20,400,092.

The Company has no zero-rated/exempt sales for the year 202t.
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lnput VAT
The Company has claimed VAT input amounting to P124,503 for the year 202L.

Withholdine Taxes

The amount of withholding taxes paid/accrued for the year amounted to:

Amount
At source 556,684

Compensation 425,659
982,U3

Tpxqs and Licenses

This account consists of:

I
I
I
I
I
I
I
I
I
I
I

Amount
Business permit 92,054

lnsurance commission renewal fee 90,900
lnsurance commission supervision fee 25,250

Realty tax 23,035

lnsurance commission filing fee 15,150

Community tax certificate 4,243

BIR annual registration fee 50O

Otherfees 30O

251,432

Note 22 - Unrealized Ioss on financial assets at fair value through other comprehensive income

This account consists of:

I
I
I
I
I
I
I
I
t

2012L 2020

Fair market value, ending 9LO,782 1,019,531

Fair market value, beginning (1,O19,531) (1,315,212)
(1(8,749) (295,681)

Note 23 - Management of insurance and financial risks

Governance Frameworh
The primary objective of the Company's risk and financial management framework is to protect the
Company from events that hinder the sustainable achievement of the Company's performance

objectives, including failure to exploit opportunities. The company recognizes the importance of
having efficient and effective risk management systems in place.

Reeulatgrv Fram,ework
Regulators are interested in protecting the rights of the policyholders and maintain close vigil to
ensure that the Conipany is satisfactorily managing affairs fortheir benefit. At.the same time, the
regulators are also interested in ensuring that the Company maintains appropriate solvency positions

to meet liabilities arising from claims and that the risk levels are at acceptable levels. The operations

of the Company are subject to the regulatory requirements of the lC. Such regulations not only
prescribe approval and monitoring of activities but also impose certain restrictive provisions (e,g.,
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fffl'::ilt"J:il1":'Tji'ffi'l[:::-;:*t#i:i" insorvencv on the part orthe insurance companies

FinancialRisks
The company is exposed to financial risks through its financial assets, financial liabilities, reinsuranceassets and insurance liabilities' ln particular, *re tev rinanciril,rt o that the proceeds from its financiarassets are not sufficient to fund the obligatior; ,;ilil;;om its insurance contracts. The mostimportant components of this financial.risk are credit ,irl], irquio,ay risk and market risk. These risks
;ff:,.'jffi|iJ.[iiH:nl;:1"fi':Jl':, ;;;;;;;;':;,il products, arrorwrrici are exposed to

Credit Risk

:filJt,;:-"'."*;:il,tfffi:I;fJrt:ri,:nanciar instrument wirtrairto discharge an obrigation and

The company manages the level of credit risk by.setting up exposure timits for each counterparty ofgroup of counterparties' and industry segments; right of offset where counterparties are both debtorsand creditors; guidelines on obtaining .itt.t"rrt, 
""a t*r."iees; reporting of credit risk exposures;

ffil}",i,X-rfiI|l,:::: with credit iisk poticv ana rei,iew'oicredit risk poricy ror pertinence and

The company sets the maximum amounts and limits that may be advanced to ptace with individuatcorporate counterparties which are set by reference ,o ar,"i, rong-term ratings.

credit risk exposure in respect of att other counterparties is managed by setting standard businessterms that are required to be met uy alicounterparties. commissions due to intermediaries are nettedoff against amounts receivables from them to reduce the risk of doubtful accounts.
The credit quality of the financial assets was determined as follows:

3:_ Cas.h and cash equivalent
l nese are classified as investment grade' These are deposited, praced or invested in foreign and rocarbanks belonging to the top u.ntt iiti" prritippines in t"r* oi l"rour.", and profitabitity.

!; nsuranceenAotnellrc
TheCompanyuses..'"ditffiptbaiedontheborrowersoverallcreditworthiness'
lnvestment grade is given to uottoi'*'.nd counterparties having good standing in terms of creditand paying habits and.their outstaniin'g r..ornt barance does not exceed 3o% aftheir totatproduction. Below investment grade is girln to borrowers ,nO lornt"rparties having low standing interms of credit and paying habits and rr,Iirir*,rnding balance exceeds 50% of theirtotalproduction.
.: Qebt securities
These are ctassified as investment grade. The government debt securities are issued by localgovernment authority and are consideled as risk-free debt securities.

d. Eouitv securitigs

,[::1;HII;::':t 
are classified as investment grade. Unristed equity shares are crassified as non-

The company did not have any significant concentration of credit risk with a singre counterparty orgroup of counterparties, geographicatand industry r.gr"n* ;, oio"."ro" r 3r,201gand 20Lg.

t
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Liquiditv Risk

Liquidity or funding risk is the risk that an entity will encounter difficulty in arising funds to meet

commitments associated with financial instruments. Liquidity risk may result from either the inability

to sell financial assets quickly at their fair values; or counterparty failing on repayment of a contractual

obligation; or insurance liability falling due for payment earlier than expected; or inability to generate

cash inflows as anticipated.

The major liquidity risk confronting the Company is the potential daily calls on its available cash

resources in respect of claims arising from insurance contracts.

The Company manages liquidity risk by specifying minimum proportion of fund to meet emergency

calls; specifying the sources of funding and the events that would trigger the plan; determining

concentration of funding sources; reporting of liquidity risk exposure; monitoring compliance with

liquidity risk policy and review of liquidity risk policy for pertinence and changing environment.

The tables below analyze financial assets and financial liabilities of the Company into their relevant

maturity groups based on the remaining period at the reporting date to their contractual maturities

or expected repayment dates,

Morethan

lnsurance balances receivable
Accounts and other receivables
Financial assets at FVOCI

a

2L4202,t6 11,87&046 224,W,392
80,398 il/,5,452 425,850

lnvestment in stocks lSO,m 150,000

i
Accounts and other payables 493,549 1,039,029 1,532,678

Loan payable 176,605 - 176,605|le,e0e - ne,we
iotiifinancial liabilities 200,918,!!! -!1,99!lZ ?3,4o74soL

-+lJp to o yeor ore oll commitments which ore either due within one yeot ot ore poyoble on demond.

a year Total

tnvestment in stocks 150,000 150,m0

lnsurance balances receivable
Accounts and other receivables
Financial assets at FVOCI

lnsurance balance payable

Accounts and other payables

Loan payable
lncome tax

Total financial

zv,zor, tL,
t18,0o7,8r2 67,392,868 1814@,680

72,048 133,464 226,512
- 1,019,531

133,450,913 51,294,U6 184,745,559
691,709 344,543 7,036,252

- 510,541 510,541
405,529

52,r49,730151

'llp to o year qre dll commitments which ore either due within one year or ore poyoble on demand,

The table below analyzes nonfinancial assets and liabilities of the Company into amounts expected

to be recovered/settled within 12 months (current) and beyond 12 months (noncurrent).

Noncurrent Noncurrent

Property and equipment- net

Other assets

2,L22,509

143,804

2,355,0s0

151,409

Total nonfinancial assets

Accounts and othet

I
=I

il
=

1
=r

:

Total nonfi nancial liabilities
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It is unusual for
ru n d n g w'l h a os ffi iilt?x I, ""3 

Hl^,H ti|nfi ,ffi :T ;:il:rtTjn::: rJ: Hl:i,lthe tikely provisions and the t-" p"tto when such iluirii[, wi, require settrement. The amounts
: I i ff :[:"ffi:;::::1fl:1r*Jl?]':y ffi ffi [[ o n,. n. g", 

"; 
il;,. e s, i m a te b a s ed

Market Risk
Market risk is the risk of change in fair vatue of financiar instruments from fructuations in foreignexchange rates (currency risk), market interest ,rt., 1ini"r"rt rate risk) and the market prices (pricerisk)' whethersuch change in'price is caused by factors ro".,r,. to the individuat instrument or itsissuer or factors affectingitt inrtrrr"nis traaea in the market.

The company structure tevets of market risk it accepts through a market risk policy that determineswhat constitutes market risk for *t" Co,prny; basis used to iair varue rin.n.iJrlrrlts and riabitities;asset allocation and portfotio limit structure; diversification oinctrmarks by type of instrumenu setsout the net exposure limits by 
"tttt 

ti'it"rryrty or group of clunterparties, reporting of market risk
;:ffi i:: ;:i iJff :: :H : lffi 'J #:.,;:,;F'ffi1; ilet ris k po, i.v . n a,",i* or m a rket r i s k

(a.) Currencv Risk
The company's principattransactions are carried out in phirippines peso and its exposure to foreignexchange risk arises.primarily with respea_to the US Dollar,.i it a""r with foreign reinsurers in itssettlement of its obligations and ,"Jp[ or.ny claim reimbursement.

The company's financial assets are denominated in the same currencies as its insurance riabitities,which mitigate the foreign currency 
"r,.i.ng" rate risk. Thus, the main foreign exchange risk arises

l','""#,J,::".t::iiH$THr:H'[L;:;;;ominated in .,,,"n.L, other than trr-ose in'wrrich insurance

tUt htereqt R?te Risk

[:"ff:::?hH:::lm:::n:the varueruture cash nows or a rinanciar instrument wir suctuate

(c) Price Risk
The company's price risk exposure at year-end relates to financialassets and liabilities whose valueswill fluctuate as a resuft of ciranges i, i.rr"a prices, principary, equfty securities.
such investment securities are subject to price risk due to changes in market yarues of instrumen*
ffillffi:i:;::T,'|:lnj,ilf..lnliiio,ar instrumen,, o,ir,"i, issuerc * r";;;; arfecting arr

The company's market risk policy requires it to manage such risks by setting and monitoring objectives
;lalff:"'aints 

on investments, diversification ptan, ana rmits on investment in each sector and

The analysis below is performed for reasonably possibre movernents in key variabres with a, othervariables held constant' showing the i;;;; on equity (due to charges in fair varue of AFS financiatassets)' The correlation of variables *in iir" a significant enect in determining the urtimate impacton price risk' but to demonstrate the impact due to ctranges in-Jar*ur"r, ,ari"uL, r,"Jir''" changedon an individual basis' lt should be noted iir, ,or"renti in these variabres are non-rinear.
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Note 24 - Related party transaction

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the party in making financial and operating decisions.

Parties are also considered to be related if they are subject to common control or common significant
influence. Related parties may be individuals or corporate entities. Transactions between related
parties are on an arm's length basis in a manner similar to transactions with non-related parties.

The Company's related parties include its key management and shareholders.

Note 25 - Contingencies

The Company operates in the insurance industry and has various contingent liabilities arising in the
ordinary conduct of business, which are either pending decision by the courts or being contested, the
outcome of which are not presently determinable. ln the opinion of management and its legal

counsel, the eventual liability under these lawsuits or claims, if any, will not have material or adverse

effect on the Company's financial position and results of operations.
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I.T. SABADO & ASSOCIATES
Certified Public Accountants
9-A-2-A Saint John St.

New Era, Quezon City
Tel: (632) 8290 8192

SU PPTEM ENTAT WRITTEN STATEMENT

The Board of Directors and Shareholders
MEGA RE INTERNATIONAT, INC.

Room 905 Cityland l0Tower 11,6817 Ayala Ave.

Salcedo Village, Makati City

We have examined the Financial Statements of Mega Re lnternational, lnc. for the years ended

December 3L,2O2t and 2020, on which we have rendered the attached report dated March 31,

2022.

ln compliance with SRC Rule 68, We are stating that the said company has a total number of nine (9)

shareholders owning one hundred (100) or more shares each.

I.T. SABADO & ASSOCIATES, CPAS

PRC/BOA Registration No. 1324

UntilApril L3,2024
BIR Accreditation No. 07-000400-003-2020
UntilMay 26,2023
lC Accreditation No. L3241C (Group A)

By:

-
EAGAfusABADo
ruanagingIartner
CPA Reg. No.078824
UntilJuly LO,2025
lC Accreditation No."78824-lC (Group A)

TtN 145-707-022
PTR No. 25-,43276

January29',2022
Quezdn City

March 31,?022


