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STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of MEGA RE INTERNATIONAL, INC. is responsible for the preparation and fair
presentation of the financial statements including the schedules attached therein; for the years
ended December 31, 2023 and 2022 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.

In 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.

I.T. SABADO & ASSOCIATES, 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.

LINA CORTEZ LAXAMANA
Chairman of the Board

>
MARIA:}%MA I. SANTOS
Chief Oplerations Officer

J TTE M. GA

Signed this 12th day of April 2024,




STATEMENT OF MANAGEMENT RESPONSIBILITY FOR
ANNUAL INCOME TAX RETURN

The Management of MEGA RE INTERNATIONAL, INC. is responsible for all information and
representations contained in the Annual Income Tax for the year ended December 31, 2023.
Management is likewise responsible for all information and representations contained in the
financial statements accompanying the Annual Income 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 other tax returns, and any and all other tax returns.

In this regard, the Management affirms that the attached audited financial statements for the year
ended December 31, 2023 and the accompanying Annual Income Tax Return are in accordance with
the books and records of MEGA RE INTERNATIONAL, INC., complete and correct in all material
respects. Management likewise affirms that:

(a) the Annual Income Tax Return has been prepared in accordance with the provisions of
the National Internal Revenue Code, as amended, and pertinent tax regulations and
other issuances of the Department of Finance and the Bureau of Internal 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
Income 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, INC. has filed all applicable tax returns, reports and
statements required to be filed under Philippine tax laws for the reporting period, and
all taxes and other impositions shown thereon to be due and payable have been paid for
the reporting period, except those contested in good faith.

Lo

LINA CORTEZ LAXAMANA
Chairman of the Board
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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

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

Room 906 Cityland 10 Tower Il, 6817 Ayala Ave.
Salcedo Village, Makati City

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of MEGA RE INTERNATIONAL, INC., which comprise the
statements of financial position as at December 31, 2023 and 2022, 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.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2023 and 2022, 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 Statements 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 Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with PFRSs, and for such internal control as management determlnis |§,ﬁ‘ecessary to
enable the preparation of financial statements that are free from materi

due to fraud or error.
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Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Respansibilities for the Audit of the Financial Statements

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
professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit 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.,

e 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. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’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.

e 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.




Report on the Supplementary Information 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 whole. 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 Internal
Revenue and is not a required part of the basic financial statements. Such information is the
responsibility of the management of Mega Re International, Inc. The information has been subjected
to the auditing procedures applied in our audits of the basic financial statements. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements taken
as awhole.

I.T. SABADO & ASSOCIATES, CPAs
PRC/BOA Registration No. 1324

Until April 13, 2024

BIR Accreditation No. 07-000093-004-2023
Until July 19, 2026

SEC Accreditation No. 1324-IC (Group A)
Until 2025 audit period

By:

S R

ISAGA SABADO
ManaginglPartner

CPA Reg. No. 078824

Until July 10, 2025

PRC/BOA Registration No. F21-249
Until July 31, 2024

SEC Accreditation No. 78824-IC (Group A)
TIN 145-707-022

PTR No. 5755763

January 30, 2024

Quezon City

April 12, 2024




MEGA RE INTERNATIONAL, INC.

STATEMENT OF FINANCIAL POSITION
December 31, 2023
(With comparative figures for 2022)

ASSETS
Notes 2023 2022

Cash and cash equivalents 4 P 75,265,418 P 42,954,653
Insurance balances receivable 5 1,424,876,727 479,420,253
Accounts and other receivables 6 4,936 -
Financial ssets at fair value through

other comprehensive income 821,480 738,415
Investment in stocks 150,000 150,000
Property and equipment - net 2,081,739 1,926,417
Other assets 10 38,495 159,351
TOTAL ASSETS P 1,503,238,795 P 525,349,089

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Insurance balances payable 11 P 1,423,047,541 P 477,810,836
Income tax payable 3,242,513 1,883,886
Accounts and other payables 12 25,382,168 8,991,799
Total Liabilities 1,451,672,222 488,686,521
SHAREHOLDERS' EQUITY
Share capital 13 10,000,000 10,000,000
Fluctuation reserve on stocks 14 371,480 288,415
Accumulated prafits 41,195,093 26,374,153
Total Shareholders' Equity 51,566,573 36,662,568
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY P 1,503,238,795 P 525,345,089

See accompanying Notes to Financial Statements.




MEGA RE INTERNATIONAL, INC.

INCOME STATEMENT

For the year ended December 31, 2023
(With comparative figures for 2022)

Notes 2023 2022
REVENUE P 51,915,242 P 27,845,294
DIRECT COSTS 16 16,019,835 1,512,692
GROSS INCOME 35,895,406 26,332,602
INVESTMENT AND OTHER INCOME 17 1,508,682 1,658,439
TOTAL INCOME 37,404,089 27,991,041
GENERAL AND ADMINISTRATIVE EXPENSES 18 17,654,289 14,848,416
INCOME BEFORE INCOME TAX 19,749,800 13,142,625
INCOME TAX EXPENSE 4,928,860 3,279,079
NET INCOME P 14,820,940 P 9,863,546

See accompanying Notes to Financial Statements.




MEGA RE INTERNATIONAL, INC.

STATEMENT OF COMPREHENSIVE INCOME
For the year ended December 31, 2023
(With comparative figures for 2022)

Note 2023 2022
Net Income P 14,820,940 P 9,863,546
Other Comprehensive Income:
Unrealized gain (loss) on financial assets at fair value
through other comprehensive income 7,22 83,065 (172,367)
TOTAL COMPREHENSIVE INCOME P 14,904,005 P 9,691,179

See accompanying Notes to Financial Statements.




MEGA RE INTERNATIONAL, INC.

STATEMENT OF CHANGES IN EQUITY

For the year ended December 31, 2023
(With comparative figures for 2022)

Notes 2023 2022
SHARE CAPITAL 14
Balance at beginning of year P 10,000,000 P 10,000,000
Issued during the year - -
Balance at end of year 10,000,000 10,000,000
FLUCTUATION RESERVE ON S5TOCKS 15
Balance at beginning of year 288,415 460,782
Increase (Decrease) during the year 83,065 (172,367)
Balance at end of year 371,480 288,415
ACCUMULATED PROFITS 16
Balance at beginning of year 26,374,153 16,874,423
Prior period adjustments - (363,816)
Net income for the year 14,820,940 9,863,546
Balance at end of year 41,195,093 26,374,153
TOTAL SHAREHOLDERS' EQUITY P 51,566,573 P 36,662,568

See accompanying Notes to Financial Statements.




MEGA RE INTERNATIONAL, INC.
STATEMENT OF CASH FLOWS

For the year ended December 31, 2023
(With comparative figures for 2022)

Notes 2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES :
Net income 14,820,940 P 9,863,546
Adjustment for :
Depreciation and amortization 9,19 428,131 291,828
Prior period adjustments (363,816)
Impairment losses 19 - -
OPERATING INCOME (LOSS) BEFORE CHANGES IN
OPERATING ASSETS AND LIABILITIES 15,249,071 9,791,559
Changes in Operating Assets and Liabilities
Decrease (Increase) in:
Insurance balances receivable 5 (945,456,474) (255,339,861)
Accounts and other receivables 6 (4,936) 425,850
Other assets 11 120,856 (15,547)
Increase (Decrease) in:
Insurance balances payable 12 945,236,705 248,227,527
Accounts and other payables 13 16,390,369 7,407,491
Cash provided by operations 31,535,591 10,497,019
Income tax paid 1,358,627 1,103,977
NET CASH PROVIDED BY OPERATING ACTIVITIES 32,894,218 11,600,996
CASH FLOWS FROM INVESTING ACTIVITIES :
Acquisition of property & equipment 9 (583,453) (95,737)
Disposal of property & equipment 9 - -
Disposal of investment property 10 - -
NET CASH USED IN INVESTING ACTIVITIES (583,453) (95,737)
CASH FLOWS FROM FINANCING ACTIVITIES :
Loan payable - (176,605)
NET INCREASE IN CASH AND CASH EQUIVALENTS 32,310,765 11,328,654
CASH AND CASH EQUIVALENTS AT BEG OF THE YEAR 42,954,653 31,625,999
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 75,265,418 P 42,954,653

See accompanying Notes to Financial Statements.




MEGA RE INTERNATIONAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023

(With comparative figures as at and for the year ended December 31, 2022)
(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 November 16, 1987 under SEC Reg. No. 146205 and primarily engaged in the business
of insurance and 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 Il, 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 April 12, 2024.

| Note 2 - Significant accounting policies

Basis of Preparation

The accompanying financial statements have been prepared on a historical cost basis, except for
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 Philippine Financial Reporting
Standard (PFRS) issued by the Philippine Financial Reporting Standard Council (PFRSC).

Use of Estimates, Assumptions 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 Eguivalents
Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid |nvel§§thents
that are readily convertible to known amounts of cash with original maturities of th Qo‘bths or less
from dates of placements and are subject to an insignificant risk of changes in valﬁ. o

Insurance Receivables




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 Instruments

Date of recognition

The Company recognizes a financial asset or a financial liability in the statement of financial position
when it becomes a party to the contractual provisions of the instrument. Purchases or sales of financial
assets that require delivery of assets within the time frame established by regulation or canvention in
the marketplace are recognized on the trade date.

Initial recognition and subsequent measurement of financial 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 (FVTPL), 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 FVTPL unless these are measured at FVOCI or at amortized cost.
Financial liabilities are classified as either financial liabilities at FVTPL 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).

Determination of Fair Value
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:

e Inthe principal market for the asset or liability, or
s In the absence of a principal market, in the most advantageous market for the asset or
liability

The principal 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.



Financial Assets at 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 FVOC| 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 contractual terms 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. Interest
earned on holding debt securities at FYOCI are reported as ‘Interest 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 ‘Investment 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 OCl the subsequent changes in fair value. Dividends earned on holding equity securities at
FVOCI are recognized in the statements of income as ‘Investment 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 OCl. 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
‘Retained Earnings’ or any other appropriate equity account upon disposal. Equity securities at FVOCI
are not subject to impairment assessment.

Other financial liabilities

Issued 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).



Offsetting Financial Instruments

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, or to 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.

Derecognition of Financial Assets and Liabilities

Financial 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.

Financial liability

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,

Property and Equipment
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 will flow 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:
Number of Years

Building and Improvement 20-50
Electronic and data processing (EDP) equipment 2-5
Office equipment 5
Transportation equipment 5
Furniture, fixtures and equipment 5

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
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 Withholding 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
recoverability of these CWTs.

Impairment of Nonfinancial Assets

The Company assesses at each end of the reporting period whether there is an indication that property
and equipment may be impaired. If 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. In 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. If 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. If that is the case, the carrying amount of the asset is
increased ta 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 prior years. Such reversal is recognized in profit or loss unless the 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 residual value, on a systematic basis over its remaining useful life.

Value-added Tax (VAT)
The input value added tax pertains to the 12% indirect 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 12% tax due on the sale of insurance policies and other goods or services
by the Company.

If at the end of any taxable month, the output VAT exceeds the input VAT, the outstanding balance is
included under “Accounts and other payables” account. If the input VAT exceeds the output VAT, the
excess shall be carried over to the succeeding months and included under “Other assets” account.

Insurance Balances Payables

Insurance payables are recognized when due and measured on initial recognition at the fair value of
the consideration received less attributable transaction cost. Subsequent to initial recognition, these
are measured at amortized cost using the effective interest rate method.

Insurance payables are derecognized when the obligation under the liability is settled, cancelled or
expired.

Equity
Share capital is recognized as issued when the stock is paid for or subscribed under a binding
subscription agreement and is measured at par value.

Accumulated profits include all the accumulated earnings of the Company, net of dividends declared.
Revenue Recognition

Revenue is recognized upon transfer of services to the customer at an amount that reflects the
consideration to which the Company expects to be entitled in exchange for those services.

Dividend income
Dividend income is recognized when the shareholders’ right to receive the payment is established.

Interest income

For all financial instruments measured at amortized cost and interest-bearing financial instruments,
interest income is recorded at the effective interest rate, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial instrument or a shorter
period, where appropriate, to the net carrying amount of the financial asset. The calculation takes into
account all contractual terms of the financial instrument (for example, prepayment options), includes
any fees or incremental costs that are directly attributable to the instrument and are an integral part
of the effective interest rate, but not future credit losses. The adjusted carrying amount is calculated
based on the original effective interest rate. The change in carrying amount is recorded as interest
income.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced
due to an impairment loss, interest income continues to be recognized using the original effective
interest rate applied to the new carrying amount.



Other income
Income 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
depletions of assets or incurrence of liabilities that result in decrease in equity, other than those
relating to distribution to equity participants.

Expenses
General and administrative expense, investments and other expense, except for lease agreements,
are recognized as expense as they are incurred.

Foreign Exchange Transactions

The functional and presentation currency of the Company is the Philippine Peso (=P). Transactions in
foreign currencies are initially recorded in the functional currency rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the
functional currency rate of exchange ruling at the end of the reporting period. Nonmonetary items
that are measured in terms of historical cost in a fareign currency are translated using the exchange
rate as at the date of the initial transaction and are not subsequently restated. Nonmonetary items
measured at fair value in a foreign currency are translated using the exchange rate at the date when
the fair value was determined. All foreign exchange differences are taken to profit or loss, except
where it relates to equity securities where gains or losses are recognized directly in other
comprehensive income.

Provisions and Contingencies

Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
abligation. Where the Company expects some or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in profit or loss,
net of any reimbursement. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and, where appropriate, the risks specific to the
liakility.

Where discounting is used, the increase in the provision due to the passage of time is recognized as
an interest expense.

Contingent liabilities are not recognized in the financial statements but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are
not recognized but are disclosed in the financial statements when an inflow of economic benefits is
probable.

Income Tax

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted at the end of the reporting
period.



Deferred tax

Deferred tax is provided, using the liability method, on all temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, including asset
revaluations. Deferred tax assets are recognized for all deductible temporary differences,
carryforward of unused tax credits from the excess of minimum corporate income tax (MCIT) over the
regular income tax, and unused net operating loss carryover (NOLCQO), to the extent that it is probable
that sufficient taxable profit will be available against which the deductible temporary differences and
carryforward of unused tax credits from MCIT and unused NOLCO can be utilized. Deferred tax,
however, is not recognized on temporary differences that arise from the initial recognition of an asset
or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting income nor taxable income or loss.

The carrying amount of deferred tax assets is reviewed at each end of the reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are
reassessed at each end of the reporting period and are recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are applicable to the period when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantively enacted at the end of the reporting period. Movements in the deferred tax assets and
liabilities arising from changes in tax rates are charged against or credited to income for the period.

Current tax and deferred tax relating to items recognized as other comprehensive income is also
recognized in the Company statement of other comprehensive income.

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

Events after End of the Reporting Period
Any post period-end events that provide additional information about the Company’s position at the

end 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 when
material.

Note 3 - Significant accounting estimates and judgments

The Company’s financial statements prepared in accordance with PFRS require management to make
judgments and estimates that effect amounts reported in the financial statements and related notes.

3.1 Judgments

Judgment is exercised by management to distinguish between provisions and contingencies. Policies on
recognition and disclosure of provision and disclosure of contingencies.



3.2 Estimates

The estimates and assumptions used in the financial statements are based upon management’s
evaluation of relevant facts and circumstances of the Company’s financial statements. Actual results could
differ from those estimates. The following are the relevant estimates performed by management on its
financial statements:

(a) Useful Life of Property and Equipment

The Company estimates the useful lives of property and equipment based on the period over which the
assets are expected to be available for use. The estimated useful lives of property and equipment are
reviewed periodically and are updated if expectations differ from previous estimates due to physical wear
and tear, technical or commercial obsolescence and legal or other limits on the use of the assets. In
additions, estimation of the useful lives of property and equipment is based on collective assessment of
industry practice, internal technical evaluation and experience with similar assets. It is possible, however,
that future results of operations could be materially affected by changes in estimates brought about by
changes in factors mentioned above. The amounts and timing of recording expenses for any period would
be affected by changes in these factors and circumstances. A reduction in the estimated useful lives of
property and equipment would increase recorded operating expenses and decrease non-current assets.

(b) Impairment Losses

Except for intangible assets with indefinite useful lives, PFRS requires that an impairment review be
performed when certain impairment indicators are present. Though management believes that the
assumptions used in the estimation of fair values reflected in the financial statements are appropriate
and reasonable, significant changes in these assumptions may materially affect the assessment of
recoverable values and any resulting impairment loss could have material adverse effect on the results
of operations.

Note 4 - Cash and cash equivalents

This account consists of:

2023 2022
Cash on hand and in banks 51,879,317 20,143,619
Time deposits 23,386,101 22,811,033
75,265,418 42,954,653

Cash in banks 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 - Insurance balances receivable J

This account consists of:

2023 2022
Due from ceding companies 1,060,075,155 210,489,469
Due from reinsurers 364,801,572 268,930,784
Total 1,424,876,727 479,420,253

Less: Allowance for uncollectible accounts - -
1,424,876,727 479,420,253

The management has determined that the carrying amount of the receivables are the reasonable
approximation of their fair values.

Note 6 - Accounts and other receivables

This account consists of:

2023 2022
Other receivables 4,936 -
Advances to officers and employees = =
4,936 -
Note 7 - Financial assets at fair value through other comprehensive income J

The carrying values of financial assets at fair value through other comprehensive income have been
determined as follows:

2023 2022
AtJanuary 1 738,415 910,782
Additions - -
Disposals - -
Fair value adjustments 83,065 (172,367)
At December 31 821,480 738,415

Fair value adjustment for the year is presented as unrealized gain (loss) 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 - Investment in stocks J

Investment in stocks consists of equity securities which are not quoted in the stock market.
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Note 9 - Property and equipment - net

-_— Details of property and equipment as at December 31, are as follows:
isid Office Building & Fur['niture & Trans?ortatic D—ther Total
— Equipment Improvement Fixture n Equipment Equipment
Cost
At January 1, 2022 1,388,007 1,552,565 5,706,894 252,214 964,286 80,817 9,944,783
= Additions 85,692 - 10,045 . £ 95,737
Disposals - = 2 = - -
At December 31, 2022 1,388,007 1,638,257 5,706,894 262,259 964,286 80,817 10,040,520
Additions 237,450 58,369 287,634 2 E 583,453
B Disposals - - - -
At December 31, 2023 1,388,007 1,875,707 5,765,263 549,893 964,286 80,817 10,623,973
Accumulated depreciation
& At January 1, 2022 1,407,405 5,706,889 227,268 401,786 78,926 7,822,274
Charges - 85,784 . 12,351 192,857 836 291,828
Disposals - - - - -
- At December 31, 2022 : 1,493,189 5,706,889 239,619 594,643 79,762 8,114,102
Charges - 129,709 16,213 88,516 192,857 836 428,131
Disposals = - =
At December 31, 2023 - 1,622,897 5,723,102 328,136 787,500 80,599 8,542,234
Net book values
Decemnber 31, 2022 1,388,007 145,069 5 22,639 369,643 1,055 1,926,417
December 31, 2023 1,388,007 252,810 42,160 221,757 176,786 218 2,081,739
- Note 10 - Other assets
This account consists of:
2023 2022
Prepayments 28,895 149,751
- Deposits 9,600 9,600
38,495 159,351
li Note 11 - Insurance balances payable
This account consists of:
2023 2022
= Due to reinsurers 1,067,808,547 212,518,229
Due to ceding companies 355,238,994 265,292,607
1,423,047,541 477,810,836
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Note 12 - Accounts and other payables

This account consists of:

2023 2022

Accounts payable 24,979,554 8,560,622
Withholding taxes payable 131,460 135,241
VAT payable 175,893 244,305
Deferred output vat 51,631 51,631
SSS, Medicare, Pag-ibig Payable 43,630 -

25,382,168 8,991,799
Note 13 - Share capital
Details of the Company’s share capital are as follows:

2023 2022

No. of Shares

Amount No. of Shares Amount

Authorized share capital — P100 par value

Balance at beginning of year 100,000 10,000,000 100,000 10,000,000

Increase during the year - - - -

Balance at end of year 100,000 10,000,000 100,000 10,000,000
Issued

Balance at beginning of year 100,000 10,000,000 100,000 10,000,000

Issued during the year - - - -

Balance at end of year 100,000 10,000,000 100,000 10,000,000

Note 14 - Fluctuation reserve on stocks

The following shows the movement in fluctuation reserve on stocks:

2023 2022
Balance at beginning of year 288,415 460,782
Increase (decrease) in fair value 83,065 (172,367)
Balance at end of year 371,480 288,415

( Note 15 - Accumulated profits

Prior period adjustments

Prior period adjustments amounting to P363,816 as of December 31, 2022, pertains to tax deficiency

incurred for the year 2020.
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Note 16 - Direct costs

This account consists of:

2023 2022
Transportation expense 436,324 629,890
Depreciation 192,857 192,857
Communication and postage 186,857 199,546
Representation and entertainment 617,322 490,399
Marketing costs 14,586,475 -
16,019,835 1,512,692
Note 17- Investment and other income
This account consists of:
2023 2022
Gain on forex 1,440,531 1,570,112
Interest income 117,044 76,755
Dividend income 10,952 10,952
Miscellaneous income (loss) (59,846) 620
1,508,682 1,658,439
| Note 18 - General and administrative expenses
This account consists of:
2023 2022
Salaries and wages 4,007,264 3,596,640
Bonus 813,847 738,602
Professional fees 693,857 379,000
Seminars and trainings 616,550 96,100
Taxes and licenses 575,610 206,910
Bank charges 424,921 356,830
555, PHIC and HDMF contribution 300,447 250,405
Employee benefits 272,000 216,000
Communication, Iigh) and water 268,843 244,719
Depreciation 235,274 98,971
Dues and subscription 167,321 166,799
Insurance / 158,246 136,583
Office supplies 117,956 58,840
Repairs and maintenance 66,291 84,389
Bad debts - 6,058,215
Miscellaneous 8,935,862 2,159,413
17,654,289 14,848,417




(Note 19- Current and deferred taxes

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

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

2023 2022
Tax on pretax income 4,937,450 3,285,655
Add (deduct) tax effects of:
Income subject to lower income tax rate (5,852) (3,838)
Nontaxable income (2,738) (2,738)
4,928,860 3,279,079
( Note 20 - Supplementary information required by the Bureau of Internal Revenue J

On October 10, 2007, Revenue Regulations (R.R.) No 12 was signed, amending certain provisions of
R.R.N0.9-98 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.

In 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 Value Added Tax (VAT)
The Company is a VAT-registered company with VAT output tax declaration of P3,628,258 for the year

based on the commissions collected amounting to P30,235,483.

The Company has no zero-rated/exempt sales for the year 2023.

Input VAT
The Company has claimed VAT input amounting to P264,429 for the year 2023.

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

Amount
At source 1,252,519
Compensation 404,241
1,656,760
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Taxes and Licenses
This account consists of:

Amount

Retirement Record (2021-2023) 373,714
Municipal License/Mayor's Permit 100,589
Insurance commission supervision fee 50,500
Realty tax 23,035
Insurance commission filing fee 15,150
Business permit 4,809
Community tax certificate 4,712
Barangay Clearance 2,300
BIR annual registration fee 500
Professional tax 300

575,610

ljote 21 - Unrealized loss on financial assets at fair value through other comprehensive income j

This account consists of:

2023 2022
Fair market value, ending 821,480 738,415
Fair market value, beginning (738,415) (910,782)
83,065 (172,367)

F\Iote 22 - Management of insurance and financial risks

|

Governhance Framework

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 failsure to exploit opportunities. The company recognizes the impartance of
having efficient and effective risk management systems in place.

Regulatory Framework

Regulators are interested in protecting the rights of the policyholders and maintain close vigil to
ensure that the Company is satisfactorily managing affairs for their 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 IC. Such regulations not only
prescribe approval and monitoring of activities but also impose certain restrictive provisions (e.g.,
capital adequacy to minimize the risk of default and insolvency on the part of the insurance companies
to meet the unforeseen liabilities as these arise).

Financial Risks

The company is exposed to financial risks through its financial assets, financial liabilities, reinsurance
assets and insurance liabilities. In particular, the key financial risk is that the proceeds from its financial
assets are not sufficient to fund the obligations arising from its insurance contracts. The most
important components of this financial risk are credit risk, liquidity risk and market risk. These risks
arise from open positions in interest rate, currency and equity products, all of which are exposed to
general and specific market movements.
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Credit Risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss.

The Company manages the level of credit risk by setting up exposure limits for each counterparty of
group of counterparties, and industry segments; right of offset where counterparties are both debtors
and creditors; guidelines on obtaining collaterals and guarantees; reporting of credit risk exposures;
monitoring compliance with credit risk policy and review of credit risk policy for pertinence and
changing environment.

The Company sets the maximum amounts and limits that may be advanced to place with individual
corporate counterparties which are set by reference to their long-term ratings.

Credit risk exposure in respect of all other counterparties is managed by setting standard business
terms that are required to be met by all counterparties. Commissions due to intermediaries are netted
off against amounts receivables from them to reduce the risk of doubtful accounts.

The credit quality of the financial assets was determined as follows:
a. Cash and cash equivalent

These are classified as investment grade. These are deposited, placed or invested in foreign and local
banks belonging to the top banks in the Philippines in terms of resources and profitability.

b. Insurance and other loans and receivables

The Company uses a credit rating concept based on the borrowers overall credit worthiness.
Investment grade is given to borrowers and counterparties having good standing in terms of credit
and paying habits and their outstanding account balance does not exceed 30% of their total
production. Below investment grade is given to borrowers and counterparties having low standing in
terms of credit and paying habits and their outstanding balance exceeds 50% of their total production.

C. Debt securities
These are classified as investment grade. The government debt securities are issued by local
government authority and are considered as risk-free debt securities.

d. Equity securities
Listed equity shares are classified as investment grade. Unlisted equity shares are classified as non-

investment grade.

The Company did not have any significant concentration of credit risk with a single counterparty or
group of counterparties, geographical and industry segments as of December 31, 2023 and 2022.

Liquidity Risk

Liquidity or funding risk is the risk that an entity will encounter difficulty in arising funds to meet
commitments associated with financial instruments. Liguidity 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.
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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.

2023
More than
Up to a year* a year Total
Cash and cash equivalents 75,265,231 75,265,231
Insurance balances receivable 1,424,876,727 1,424,876,727
Accounts and other receivables 4,936 4,936
Financial assets at FVOCI 821,480 821,480
Investment in stocks 150,000 150,000
Total financial assets 1,501,118,374 1,501,118,374
Insurance balances payable 1,423,047,541 1,423,047,541
Accounts and other payables 25,382,168 25,382,168
Income tax payable 3,242,513 3,242,513
Total financial liabilities 1,451,672,222 1,451,672,222
2022
More than
Up to a year* a year Total
Cash and cash equivalents 42,954,653 42,954,653
Insurance balances receivable 479,420,253 479,420,253
Accounts and other receivables - -
Financial assets at FVOCI 738,415 738,415
Investment in stocks 150,000 150,000
Total financial assets 523,263,321 523,263,321
Insurance balances payable 477,810,836 477,810,836
Accounts and other payables 8,991,799 8,991,799
Income tax payable 1,883,886 1,883,886
Total financial liabilities 488,686,521 488,686,521

*Up ta @ year are all commitments which are either due within one year or are poyeble on demand.
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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).

2023 2022
Current Noncurrent Current Noncurrent
Property and equipment- net - 2,081,739 - 1,926,417
Other assets - 38,495 - 159,351
Total nonfinancial assets - 2,120,234 - 2,085,768
Accounts and other payables - - - 51,630
Total nonfinancial liabilities - - - 51,630

It is unusual for a company primarily transacting insurance business to predict the requirement of
funding with absolute certainty as theory of probability is applied on insurance contracts to ascertain
the likely provisions and the time period when such liabilities will require settlement. The amounts
and maturities in respect of insurance liabilities are thus based on management'’s best estimate based
on statistical techniques and past experience.

Market Risk

Market risk is the risk of change in fair value of financial instruments from fluctuations in foreign
exchange rates (currency risk), market interest rates (interest rate risk) and the market prices (price
risk), whether such change in price is caused by factors specific to the individual instrument or its
issuer or factors affecting all instruments traded in the market.

The Company structure levels of market risk it accepts through a market risk policy that determines
what constitutes market risk for the Company; basis used to fair value financial assets and liabilities;
asset allocation and portfolio limit structure; diversification benchmarks by type of instrument; sets
out the net exposure limits by each counterparty or group of caunterparties, reporting of market risk
exposure and breaches; and monitoring compliances with market risk policy and review of market risk
policy for pertinence and changing environment.

(a.) Currency Risk
The Company’s principal transactions are carried out in Philippines Peso and its exposure to foreign

exchange risk arises primarily with respect to the US Dollar, as it deals with foreign reinsurers in its
settlement of its obligations and receipts of any claim reimbursement.

The Company’s financial assets are denominated in the same currencies as its insurance liabilities,
which mitigate the foreign currency exchange rate risk. Thus, the main foreign exchange risk arises
from recognized assets and liabilities denominated in currencies other than those in which insurance
liabilities are expected to be settled.

(b) Interest Rate Risk

Interest rate risk is the risk that the value/future cash flows of a financial instrument will fluctuate
because of changes in interest rates.
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{c) Price Risk
The Company’s price risk exposure at year-end relates to financial assets and liabilities whose values
will fluctuate as a result of changes in market prices, principally, equity securities.

Such investment securities are subject to price risk due to changes in market values of instruments
arising either from factors specific to individual instruments or their issuers or factors affecting all
instruments traded in the market.

The Company’s market risk policy requires it to manage such risks by setting and monitoring objectives
and constraints on investments, diversification plan, and limits on investment in each sector and
market.

The analysis below is performed for reasonably possible movements in key variables with all other
variables held constant, showing the impact on equity (due to changes in fair value of AFS financial
assets). The correlation of variables will have a significant effect in determining the ultimate impact
on price risk, but to demonstrate the impact due to changes in variables, variables had to be changed
on an individual basis. it should be noted that movements in these variables are non-linear.

rNote 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.

rNote 25 - Contingencies J

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. In 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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SEC Accreditation No, 1324-IC {Group A}
Until 2025 audit period

By:
("'"\
A\

ISAGANI T, PABADO

Managing Pgrtner

CPA Reg. No. 078824

Until July 10, 2025

PRC/BOA Registration No. F21-249
Until July 31, 2024

SEC Accreditation No. 78824-|C {Group A)
TIN 145-707-022

PTR No. 5755763

lanuary 30, 2024

Quezon City

April 12, 2024



|.T. SABADO & ASSOCIATES

Certified Public Accountants
9-A-2-A Saint John St.

New Era, Quezon City

Tel: {632) 8290 8192

REPORT OF INDEPENDENT AUDITOR TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING
WITH THE INSURANCE COMMISSION

MEGA RE INTERNATIONAL, INC.
Room 906 Cityland 10 Tower Il, 6817 Ayala Ave.
Salcedo Village, Makati City

We have audited, in accordance with Philippine Standards on Auditing, the financial statements of
MEGA RE INTERNATIONAL, INC. as at and for the year ended 2023, on which we have rendered our
report dated April 3, 2024. Our audit was made for the purpose of forming an opinion on the
financial statements of the Company taken as a whole. The minimum information attached is the
responsibility of the Company’s management, and is presented for purposes of complying with the
Insurance Commission Circular Letter No, 2021-65 and 69 and is not a required part of the basic
financial statements. Such supplementary information has been subjected to the auditing
procedures applied in the audit of the Company’s financial statements and, in our opinion, is fairly
stated, in all material respects, in retation to the financial statements taken as a whole.

LT. SABADO & ASSOCIATES, CPAs
PRC/BOA Registration No. 1324

Until April 13, 2024

BIR Accreditation No. 07-000093-004-2023
Until July 19, 2026

SEC Accreditation No. 1324-1C (Group A)
Until 2025 audit period

By:
(‘\

-
ISAGANI '} SABADO
Managing Partner
CPA Reg. No. 078824
Until July 10, 2025
PRC/BOA Registration No. F21-249
Until July 31, 2024
SEC Accreditation No. 78824-IC (Group A}
TIN 145-707-022
PTR Mo. 5755763
January 30, 2024
Quezon City

April 12, 2024



SUPPLEMENTAL INFORMATION FOR FILING WITH THE INSURANCE COMMISSION

Segregation of Client's Money Account
The Company has not kept any client’s money during and as of December 31, 2023.
Net Worth Compliance and Fiduciary ratio Computation

The Company had the following fiduciary asset and liability accounts and the
fiduciary ratio computation as of December 31, 2023:

A. Premium receivable P1,424,876,727
B. Premium payable P1,423,047,541
C. Fiduciary ratio 1.001

Offsetting Arrangements

There was no offsetting of accounts has been made during and as of December 31,
2023,



|.T. SABADO & ASSOCIATES

Certified Public Accountants

9-A-2-A Saint John 5t.
New Era, Quezon City
Tel: {632) 8290 8192

MEGA RE INTERNATIONAL, INC.
Room 906 Cityland 10 Tower Il, 6817 Ayala Ave.
Salcede Village, Makati City
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Direct premiums written
Commissions earned
Fees for other services
Other income

Total (ltems 1, 2, 3 & 4)
Less: Total expenses
Income before income tax
Less: Income tax

Net income after tax
Total assets

Total liabilities

Total networth

Paid up capital

No. of officers

No. of employees

Certified True and Correct:

<« N
\

—
ISAGANI T. pABADO
Managing Phartner
I.T. SABADO & ASSOCIATES, CPAs

For Reinsurance Brokers
December 31, 2023

P -

51,915,242.00
1,508,682.00
P 53,423,924.00
33,674,124.00
P 19,749,800.00
4,928,860.00
14,820,940.00
1,503,238,795.00
1,451,672,222.00
51,566,573.00
10,000,000.00
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LINA CORTEZ LAXAMANA
Chairman
MEGA RE INTERNATIONAL, INC.



