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Corporate Profile 
 
Perla Compañia de Seguros, Inc. was incorporated in 1963 and has its Corporate Headquarters at the Second Floor 

of Perla Compañia de Mansion, 117 Carlos Palanca Street, Legaspi Village, Makati City. We have established 

eighteen (18) branches to service our clientele throughout the country. 

 

Also known as Perla Insurance, we have committed ourselves to provide efficient and conveniently accessible 

service to all our Clients. Concrete proof of this commitment is that for fourteen (14) branches, we have company-

owned buildings in the key cities of Bacolod, Butuan, Cabanatuan, Cagayan de Oro, Cebu, Cotabato, Davao, 

Dumaguete, Gen. Santos, Iloilo, Pagadian, Quezon City, San Pablo, Zamboanga. Perla Insurance also has branches 

in Iligan, Olangapo and Valencia in addition to its Head Office in Makati. 

 

The vision of the company is to be among the major players in the non-life insurance industry, distinguished by our 

closeness to the market and our service excellence. Our success is built on our shared values of integrity, service 

excellence and financial stability. Through the excellent claims servicing provided by our professional and 

competent personnel and our decentralized branch set-up, we fulfill our mission to provide peace of mind and 

security to all our customers. 

 

Our website, www.perlainsurance.com is our way of using technology to communicate with all our stakeholders. 

The site enables our clients to stay in touch with us and our prospective clients to know more about the products and 

services we offer. 

 

As of December 31, 2015, Perla Insurance's Net Assets were at P1.130 Billion and its total equity was P770M with 

paid-up capital of P250 Million. Net Income for year 2015 was P75.3 Million.  

 

Perla Insurance has entered into reinsurance treaties with professional reinsurers both here and abroad. This has 

enabled Perla Insurance to underwrite multi-million peso risks. With such resources to back up its contingent 

obligation, Perla Insurance can underwrite with confidence the different lines of non-life insurance such as Fire, 

Motorcar, Personal Accident, Marine Cargo, Comprehensive General Liability, & Engineering.  

 

This year we continue to expand our network to service the growing needs of the non-life insurance clientele.  We 

target to hire several additional people and to open new satellite offices. 

 

 



Risk Factors 

 
Market Conditions 
The Company’s business is highly affected by developments in local and global and local financial markets.  

Difficult economic conditions can lead to decreased demands for our products, elevated incidence of claims, 

increased policy cancellations, and lapses of policies.  Additionally, poor economic conditions can result in declines 

in the assets of the Company such as government securities, corporate bonds, real estate and equities. 

 

Threat of Catastrophic Loss 
The Philippines is exposed to many kinds of natural and man made calamities.  In recent years, company profits 

have been largely affected by typhoons and floods.  Additionally, since the company is in the Pacific Ring of Fire, 

there is a risk of losses from Earthquakes and volcanic eruptions (e.g. Mount Pinatubo).  The company’s portfolio is 

also exposed to risks such as landslides, liquefaction, and accidents. 

 

Increasing Competition 
The Philippine insurance market is very competitive with over 60 non-life companies.  Premium rates have dropped 

greatly over the past years as companies have become more efficient in handling claims and expenses.  Market 

competition has forced the company to adapt becoming more efficient and thriving.  Competition however may 

adversely affect the company’s market share and profitability. 

 

Reinsurance availability and affordability 
Given the exposure the company has to catastrophic losses, it is important that the company have sufficient 

reinsurance to reduce liabilities.  Recent major catastrophes have made reinsurance such as Excess of Loss much 

more expensive and difficult to obtain.  If the company is get sufficient reinsurance, it may be exposed to substantial 

loss in the event of calamity that could threaten its long term viability.  The company may also be forced to turn 

away profitable business if it cannot get sufficient reinsurance coverage. 

 

Hiring and Retaining Talented Employees 
The Philippine economy has done well in recent years and this has led to increased competition for the right talent 

that can lead an organization.  The company will need to get the right talent in to further grow its sales and better 

serve customers. 

Indeed failure to acquire proper talent may lead to lower sales and profits and even affect the long term viability of 

the business. 

 

 



Corporate Governance 

 
Perla Compania de Seguros, Inc is fully committed to go beyond mere compliance with regulation.  In line with this, 

we published our Corporate Governance Manual in 2014.  This manual is updated yearly.  The latest update to the 

manual is available on our website www.perlainsurance.com under Corporate Governance -> Manual on Corporate 

Governance as of May 2016. 

 

The Board of Directors of Perla Compania de Seguros, Inc reviewed the Mission and Vision of the Company during 

2015 and has found these to fully address the Company’s goals and objectives.  The board recommends that the 

Mission and Vision of the Company be retained for the succeeding year. 

 

 

Compliance with the Code of Corporate Governance 

 
Perla Compania de Seguros, Inc (the Company) has fully complied with the principles of good corporate governance 

enunciated by the Securities and Exchange Commission, the Insurance Commission and the Institute of Corporate 

Directors.  The Company’s Corporate Governance Manual approved by the Board of Directors incorporates the 

established governance policies and practices in accordance with the Code.  

 

All directors and officers of the company are required to report their dealings in company shares within 3 business 

days.  

 

All Related Party Transactions (RPTs) especially involving the Directors and Key Officers of the company are 

conducted in such a way to ensure that they are fair and at arm’s length.  A committee of Independent Directors are 

required to review material or significant RPTs to determine that they are done in the best interests of the company 

and shareholders. 

 

All directors and key officers are required to report their dealings in company shares within 3 business days. 

 

Board of Directors 

 
The board of Perla Compania de Seguros, Inc is responsible for providing independent oversight of the management 

of the business and affairs of the company.   The powers of the board are granted by the Corporation Code of the 

Philippines, the Corporate By-Laws, the Corporate Governance Manual, among other relevant laws, rules and 

regulations 

 

The board is composed of 7 members, with 3 independent directors.  The board is entrusted with setting the overall 

direction and long term goals of the Company.   

 

Attendance 

Directors No of Meetings 

Attended 

Total Number of 

Meetings 

Percentage 

Judy M Lou 12 14 86% 

Jeffrey Lim 14 14 100% 

Julia Fideles 14 14 100% 

Katherine Lim 12 14 86% 

George Lee 11 14 79% 

James A Lim 12 14 86% 

Rodolfo Ang 12 14 86% 

 

Board Committees 
Currently there are 4 Committees that assist the Board in discharging its roles and functions. 

 



Executive Committee 
Chairperson: 

Jeffrey Lim 

 

Members: 

James A Lim 

Julia Fideles 

 

Members of Executive Committee No of Meetings 

Attended 

Total Number of 

Meetings 

Percentage 

Jeffrey Lim 4 4 100% 

James A Lim 4 4 100% 

Julia Fideles 4 4 100% 

 

 

Audit Committee 

 
The Audit Committee has a primary responsibility for the recommendation on the appointment and removal of the 

external auditor. 

 

Chairperson: 

Rodolfo Ang (Independent Director) 

 

Members: 

George Lee (Independent Director) 

Judy Lou (Independent Director) 

 

Members of Audit Committee No of Meetings 

Attended 

Total Number of 

Meetings 

Percentage 

Rodolfo Ang (Independent Director) 4 4 100% 

George Lee (Independent Director) 4 4 100% 

Judy Lou (Independent Director) 4 4 100% 

 

The Audit Committee of Perla Compania de Seguros, Inc has conducted a review of the Company’s material 

controls (including operational, financial and compliance controls) and risk management systems and found them to 

be more than adequate for the Company. 

 

 

Remuneration Committee 

 
The Remuneration Committee ensures that remuneration arrangements support the strategic aims of the business and 

enable the recruitment, motivation and retention of senior executives. 

 

Chairperson: 

Rodolfo Ang (Independent Director) 

 

Members: 

George Lee (Independent Director) 

Katherine Lim 

 

Members of Remuneration 

Committee 

No of Meetings 

Attended 

Total Number of 

Meetings 

Percentage 

Rodolfo Ang (Independent Director) 2 2 100% 

George Lee (Independent Director) 2 2 100% 



Katherine Lim 2 2 100% 

 

 

Nominating Committee 

 
Chairperson: 

George Lee (Independent Director) 

 

Members:; 

Rodolfo Ang (Independent Director) 

James A Lim 

 

Members of Nominating 

Committee 

No of Meetings 

Attended 

Total Number of 

Meetings 

Percentage 

George Lee (Independent Director) 2 2 100% 

Rodolfo Ang 2 2 100% 

James A Lim 2 2 100% 

 

 

Biographical Details of the Board of Directors 

 
Judy M Lou 

Birthday: June 16, 1948 

Academic Qualifications:  

BS Nutrition, St Scholastica’s College, 1969 

 MS Nutrition, Case Western Reserve University, 1972 

Date of First Appointment: 2009 

Experience: Southeast Asian Institute for the Deaf, Founder 1978 

 Southeast Asian Institute for the Deaf, School Principal 1990-1995 

Directorships in other listed companies: None 

 

Jeffrey Lim 

Birthday: March 24, 1962 

Academic Qualifications:  

BS Management Engineering, Ateneo de Manila University, Cum Laude, 1984 

 Master of Business Administration, University of Chicago, Booth School, 1988  

Date of First Appointment: 2009 

Experience: Perla Compania de Seguros, Inc from 1990 to present 

Directorships in other listed companies: None 

 

Julia Fideles 

Birthday: Oct 16, 1954 

Academic Qualifications: 

 BSc Management, La Consolacion College, 1976 

Date of First Appointment: 2006 

Experience: Perla Compania de Seguros, Inc from 1980 to present 

Directorships in other listed companies: None 

 

Rodolfo Ang 

Birthday: Jan 20, 1962 

Academic Qualifications: 

 AB Communication, Ateneo de Manila University, Magna Cum Laude, 1983 

 BS Management (Honors Program), Ateneo de Manila University, Magna Cum Laude, 1984 

Master of Business Administration, Boston College, Carroll Graduate School of Management, 1988 



Date of First Appointment: 2006 

Experience: Lecturer/Professor, Ateneo de Manila University, 1989 to present 

 Trustee/Director, Xavier School (Greenhills), 2007 to present 

 Trustee/Director, San Jose Seminary, 2007 to present 

Directorships in other listed companies: None 

 

George Lee 

Birthday: July 19, 1963 

Academic Qualifications: 

 AB Economics, Ateneo de Manila University, 1984 

 Master of Business Administration, Fordham University, 1989 

Date of First Appointment: 2006 

Experience: Vice President, Armstrong Realty Investment Inc, 1989 

Directorships in other listed companies: None 

 

James Alfred Lim 

Birthday: March 6, 1984 

Academic Qualifications:  

 BS Management Information Systems, Ateneo de Manila University, 2006 

Date of First Appointment: 2009 

Experience: Manager, Perla Compania de Seguros, Inc., 2006 to 2012 

 President, Jaime Ortega Corporation, 2012 to present 

Directorships in other listed companies: None 

 

Katherine Lim 

Birthday: May 26 ,1963 

Academic Qualifications: 

 BS Commerce Major in Marketing, College of the Holy Spirit, 1984 

Date of First Appointment: 2006 

Experience: JYV Development Inc, 1985 to present 

Directorships in other listed companies: None 

 

 

COMPANY POLICIES 

 
Dividend Policy 

 
It is the company’s policy to share its earnings with its shareholders in the form of cash dividends.   

 

Perla Compania de Seguros, Inc recognizes the importance of sharing the profits that the 

company generates with its Stockholders while maintaining healthy capital levels to ensure that 

the company has financial flexibility. The Board of Directors may, at its discretion and depending 

on the business results for the year, capital needs of the business, or prevailing law, declare and 

approve the distribution of dividends to all shareholders normally announced at the Annual 

Stockholder’s Meeting 

 

The Company recorded good operating results for 2015, however in a regular board meeting, the Company 

Treasurer recommended that cash dividends not be given for the year to help the Company meet the new Net Worth 

requirements that were set forth in Republic Act (RA) 10607 or the Insurance Code of the Philippines.  This 

recommendation was unanimously approved by the board. 

 
Whistleblower Policy 

 



Perla Compania de Seguros, Inc is committed to the highest standards of ethical values, integrity, service excellence, 

financial stability and transparency in the conduct of its business.  To further this, all stakeholders including 

employees, shareholders, suppliers, customers and the community are given the opportunity to communicate with 

protection from reprisal, any concerns about illegal, unethical or questionable practices. 

 

Whistleblowers are asked to report their findings either by email to ho@perlainsurance.com or 

humanresource@perlainsurance.com.  Additionally, they may send their concerns directly via letter addressed to the 

President, the Human Resource Head or any of the appropriate Heads of the Unit concerned at the following 

address: 

 

 PERLA COMPANIA DE SEGUROS, INC 

 2F Perla Compania de Seguros, Inc Mansions, 117 C Palanca St 

 Legaspi Village, Makati, Metro Manila 

 

We ask that whistleblowers provide the nature of the complaint, details of transactions, person/s involved, 

supporting documents, and any written explanation that may be necessary.   

 

Whistleblowers are guaranted of confidentiality and retaliation from Harassment.  Complaints will be addressed by 

the affected Department and if need be raised for approval to the Board of Directors. 

 

 

Anti-Corruption Programs 
 

The Company is fully committed to its Anti-Corruption program.  It specifically abides by all existing Philippine 

law, rules and regulations governing Anti-Bribery and Anti-Corruption. (Republic Act No. 3019 Known as the Anti-

Graft and Corrupt Practices Act)   

 

It is a strict policy that all Company personnel must not engage in illegal behaviour including the giving of bribes or 

non compliance with local laws.  Employees are encouraged to use the Company’s whistleblower policy to report 

suspicious or illegal activities.   

 

 
Related Party Transaction 

 
Parties are related if one party has the ability, directly or indirectly, to control the other party or exercise significant 

influence of the other party in making financial and operating decisions and the parties are subject to common 

control or common significant influence. 

 

Directors, Officers, and Key management personnel are required by the Company’s Manual on Corporate 

Governance to report their interest in transactions and any conflict of interest or potential conflict. 

 

All Related Party Transactions are required to be conducted in a fair manner and at arm’s length.  The Board of 

Directors through its Related Party Transaction Committee reviews RPTs to ensure that they are properly conducted. 

 

 

Customer Welfare 
 

Perla Compania de Seguros, Inc is committed to provide efficient service to all its customers and quickly resolve 

claims in a manner that is fair to all parties concerned. 

 

Our goal is to provide service that delights customers and ensure that they will be our customer for life. To this end, 

customers are promised that policies and endorsements will be made and delivered in a timely manner.  Claims will 

immediately be addressed and the customer given regular feedback on the claims status.  The Company will make 

every effort to ensure that claims are properly resolved. 

mailto:ho@perlainsurance.com
mailto:humanresource@perlainsurance.com


 

 

Supplier/Contractor Selection 

 
The Company makes it a point to work with ethical companies.  Goods and services must be acquired in a manner 

that ensures the company obtains value for money, uses a fair process, meets legal and ethical obligations and 

employs trained staff.  Perla Compania de Seguros, Inc deals only deals with companies that comply fully with the 

Law and Regulations, follow or have their own Anti-Bribery/Kickback policies, engage in fair competition, observe 

proper data protection and record accuracy and retention, and have responsible Environmental practices.  All 

company suppliers and contractors have to pass through an accreditation and vetting process.   

 

For motor vehicles parts and service suppliers, the company sends personnel to do site visits and ensure that the 

shop has proper infrastructure and processes that will enable it to serve the Company’s customers properly.  Once 

accredited, the company regularly compares prices of upto 3 shops to be sure that its accredited suppliers continue to 

provide market competitive rates. 

 

For reinsurance suppliers, the company deals only with ethical companies that have strong financials that can be 

depended on when claims arise.  The company regularly scrutinizes the financials of companies to ensure that they 

remain solid companies. 

 

For other suppliers, the company ensures that it only deals with ethical and legal companies.  The company regularly 

checks on its suppliers to ensure that they continue to follow the proper processes and procedures.  Also the 

company will regularly ask for quotes from a minimum of 3 suppliers while comparing different products to ensure 

that the best deal is done. 

 

 

Environmentally-Friendly Value Chain  
 

Perla Compania de Seguros, Inc works to ensure that it has an environmentally friendly value chain.  As seen from 

the Corporate Social Responsibility (CSR) section of the report, the company is dedicated to reducing its carbon 

footprint while engaging its community in positive ways. 

 

In addition to the Company’s CSR activities, the company strives to deal with other responsible and environmentally 

friendly companies. 

 

 

Creditor’s Rights 

 
The company fully recognizes creditor’s rights and fully complies with all local laws or regulations regarding this.  

The company commits to pay all creditors for all services, goods or loans that it has incurred.  The company 

finances are regularly checked to ensure that there are no problems with settling creditors. 

 

Employee Welfare 

 
Perla Compania de Seguros, Inc recognizes that its employees are the most valuable resource and the health and 

welfare of all employees are critical to achieve the Company’s mission. 

 

The Company actively promotes a healthy lifestyle to its employees.  It provides health insurance to all its 

employees and regularly pushes health initiatives to its employees such as maintaining a healthy weight, ensuring 

that employees are properly hydrated, and eating healthy foods.  Annual sports activities and outings also stress the 

need to stay active for better health. 

 



The Company is committed to providing equal opportunities in all areas of the business and refuses discriminating 

its employees due to sex, age, marital status, sexual orientation, race, religion, ethnic or national origin.  Employees 

are promoted and gain additional responsibility on the solely on the basis of merit.  

 

All employees are informed of the Company’s Whistleblower Policy (discussed above) to report any grievances or 

breach of Company policy.  No employees will suffer as a consequence of notifying such alleged breaches in 

accordance with the Whistleblowing policy. 

 

All employees are treated with respect and dignity.  The company does not tolerate bullying or any form of 

harassment in the workplace and will take disciplinary action based on the schedule provided in the Human 

Resources Manual against employees who violate this. 

 

 

Staff Training and Development 
 

The Company realizes that well trained employees are critical to attaining the Company’s mission.  The Company 

regularly conducts training activities to ensure that employees can properly achieve their tasks and realize their full 

potential.  In addition, regular feedback is provided so employees can learn ways in which they can further improve. 

 

New Employees are informed about the company’s Mission, Vision and Values as well as the company culture 

during a new employee orientation seminar.  In addition, new employees attend a weeklong seminar on non-life 

insurance that is held annually in Luzon, Visayas and Mindanao. 

 

Employees are also provided specific training with regards to their job functions.  In early 2015, a Claims Adjusters 

training session was held in Makati for one week for all newly hired claims adjusters.  Employees from branches 

were flown into Metro Manila so they could learn best practices to quickly and fairly resolving claims.  Towards the 

latter part of 2015, the Branch Operating Officers (BOO) training was also conducted in Metro Manila with all 

BOOs taking part to learn about the proper business processes.  The company has also invested in doing training 

over the internet with follow on seminars for employees being done through video/teleconferencing using internet 

facilities. 

 

The Company also conducts regular seminars on topics to improve customer service such as the Proper Way to 

Answer Phone Inquiries and Service with a Smile. 

 

Employees are given Key Performance Targets that they must meet every six months.  These targets are set by the 

supervisors who discuss these with employees to ensure that the targets and means of measurement are properly 

understood.  At the end of the six month period, employees are given feedback on their performance through 

Performance Appraisals.  Employees are allowed to question their supervisors and see which areas they can further 

improve on.  These appraisals are also used by the company to promote employees or increase salaries and benefits. 

 

 



 

Corporate Social Responsibility 

 
Perla Compania de Seguros, Inc’s policy is to be a positive contributor to the Philippine community.  It seeks to do 

this by reducing its carbon footprint through various environmental projects as well as by engaging local 

communities in positive ways especially in activities that promote education. 

 

 

Tree Planting Project 
 

Perla Compania de Seguros, Inc started its tree planting project during its 50th Anniversary Celebration in 2013.  The 

project seeks to reforest important ecological areas around the country such at the Ipo Dam area in Norzagaray, 

Bulacan, the Butuan Eco Park, T-Chubaca in Palayan city, Silang in Los Banos Laguna, and mangrove areas in 

Bacolod and Cebu.  Every year, the Company makes it a point to add to the trees planted while continuing to care 

for the existing trees.  As of end 2015, the company has successfully planted over 2,200 trees in multiple regions 

throughout the country.  It has greatly contributed to the greening of ecologically important areas and has been 

recognized by the DENR for its efforts. 

 

As part of team building activities, the Company encourages its employees to participate in annual tree planting 

projects that are hosted by the different company branches.  In these activities, branches work with the DENR to 

determine ecologically important priority areas that are to be replanted.  Company employees then assist in planting 

tree saplings and aid in fertilizing and caring for previously planted trees in the areas.  For 2015, over 500 new trees 

were added. 

 

The Company regularly partners with local communities to care for the newly planted trees.  The Company pledges 

to aid communities by providing them with school supplies.  In return, the communities pledge to care for the trees 

in their area.  This arrangement has been very successful and has allowed the Company to help both the local 

communities and the environment. 

 

 

Reduce and Reuse 
 

The company made efforts to cut down on the waste in everyday business especially with regards to paper.  As part 

of this goal, all used paper is sorted and placed into bins that would allow them to be re-used (e.g. by printing on the 

back).  Additionally, papers that can no longer be used are turned over to recycling centers for recycling. 

 

The company has also made it a goal to cut down on the use of non-biodegradable plastics that are used to hold 

policies.  For the year 2015, the company has made the transition to using paper envelopes to hold policies instead 

of the previous plastic cases. 

 

 

Conserve Resources 

 
The Company institutes measures to conserve our nation’s resources.  Among these are the initiative to reduce usage 

of electricity.  All of the company offices set their air conditioning thermostats to 24-25 degrees Celsius.  This has 

resulted in huge savings of electricity. 

 

Additionally, the company continues to replace lights and equipment with more energy efficient devices.  The Head 

Office of the Company uses energy efficient LEDs for over 95% of its lighting needs.  Also, older CRT monitors 

have been replaced with more energy efficient LCD screens in all the Company’s branches 

 

The company also supports conservation of our precious water resources.  Signs are posted throughout all of the 

Company’s branches to conserve whenever possible.  Pipes are checked regularly to ensure there are no leaks. 

 



Support for Non-Profits 

 
The company regularly donates old equipment such as desktop computers, monitors, laptops and printers to Non-

Profit Organizations such as Goodwill Industries of the Philippines, Inc.  These donations are then used by non-

profits for activities such as the rehabilitation of persons with disabilities and developing employable skills of 

disadvantaged people. 
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PERLA COMPAÑIA DE SEGUROS, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2015 AND 2014 
 

 
 

1. Corporate Information 
   
  Perla Compañia De Seguros, Inc. was incorporated in the Philippines and registered with the 

Securities and Exchange Commission on February 13, 1963. An extension of corporate life for 
another 50 years was approved by SEC on October 17, 2011. Its primary purpose is to engage in the 
business and operation of all kinds of insurance at sea, on land, of properties, goods and 
merchandise, and all forms of transportation and conveyance against fire, earthquake, marine perils, 
accidents and all other forms and lines of insurance authorized by law, except life insurance. 

   
  The Company’s registered and head office address is located on the 2nd Floor, Perla Compañia de 

Seguros Mansion, 117 Carlos Palanca, Jr. Street, Legaspi Village, Makati City. Its operation is 
complemented by 16 branches located at major cities across the country. 

 
  The financial statements of the Company for the year ended December 31, 2015 (including the 

comparative figures for the year ended December 31, 2014) were authorized for issue by the Board 
of Directors on March 14, 2016. 

 
 

2. Basis of Preparation and Presentation 
 

Statement of Compliance 

The financial statements of the Company have been prepared in compliance with Philippine Financial 
Reporting Standards (PFRS) issued by the Philippine Financial Reporting Standards Council. 
 
Basis of Financial Statement Preparation and Presentation 
The accompanying financial statements have been prepared on a historical cost basis except for 
financial assets which are available for sale and land which are carried at fair values. 
 
The financial statements are presented in Philippine Peso and all values represent absolute amount 
except as otherwise indicated. 
 
The Company presents its statements of financial position broadly in order of liquidity. An analysis 
regarding recovery or settlement of assets and liabilities within twelve months after the end of the 
reporting period (current) is presented in the Note 31. 

 
 

3. Summary of Significant Accounting Policies 
 

The principal accounting policies applied in the preparation of these financial statements are set out 
below. These policies have been consistently applied to all the years presented, unless otherwise 
stated. 
 
Cash and Cash Equivalents 
Cash and cash equivalents are defined as cash on hand, demand deposits and short-term, highly 
liquid investments readily convertible to known amounts of cash with original maturities of three 
months or less that are subject to insignificant risk of changes in value. 
 
Short-term Investments 



These are short-term cash investment with original maturities of more than three months but less than 
one year. 

 
 

Financial Instruments 
Date of Recognition 
Financial assets and financial liabilities are recognized in the statements of financial position of the 
Company when it becomes a party to the contractual provisions of the instrument. 
 
Initial Recognition 
All financial assets and financial liabilities are initially recognized at fair value. Except for financial 
assets and financial liabilities at FVPL, the initial measurement of financial instruments includes 
transaction costs. 

 
 Determination of Fair Value 

The fair value for instruments traded in active market at the reporting date is based on their quoted 
market price. For all other financial instruments not listed in an active market, the fair value is 
determined by using appropriate techniques or comparison to similar instruments for which market 
observable prices exists. 
 
Where the transaction price in a non-active market is different from the fair value of other observable 
current market transactions in the same instruments or based on a valuation technique, the Company 
recognizes the difference between the transaction price and fair value in the statements of income 
unless it qualifies for recognition as some other type of asset. 

 
 Classification of Financial Instruments 

The Company classifies financial assets into the following categories, (i) At fair value through profit or 
loss (FVPL), (ii) Available-for-sale, (iii) Held-to-maturity and (iv) Loans and receivable.  The Company 
classifies its financial liabilities into financial liabilities at FVPL and other financial liabilities. The 
classification depends on the purpose for which the investments were acquired or liabilities incurred 
and whether they are quoted in an active market. Management determines the classification of its 
investments at initial recognition and, where allowed and appropriate, re-evaluates such designation 
at every reporting date.  
 
(i) Financial Assets and Financial Liabilities at FVPL 

 
Financial assets and financial liabilities at FVPL include financial assets and financial liabilities held 
for trading and financial assets and financial liabilities designated upon initial recognition as at FVPL. 
 
A financial assets and financial liabilities are classified as held for trading if: 
 

 It has been acquired principally for the purpose of selling in the near future; or 

 It is part of an identified portfolio of financial instruments that the Company manages 
together and has recent actual pattern of short-term profit-taking; or 

 It is a derivative that is not designated and effective as a hedging instrument.  
A financial asset other than a financial asset held for trading may be designated as at FVPL upon 
initial recognition if: 
 

 Such designation eliminates or significantly reduces a measurement or recognition 
inconsistently that would otherwise arise; or 

 The financial asset forms part of a group of financial assets which is managed and its 
performance is evaluated on a fair value basis. 

 It forms part of a contract containing one or more embedded derivatives. 
 

 
 



(ii) Available-for-sale (AFS) 
 
AFS are non-derivative financial assets that are either designated on this category or not classified in 
any of the other categories. Subsequent to initial recognition, AFS assets are carried at fair value in 
the statement of financial position. Changes in the fair value are recognized directly in equity account 
as “Revaluation surplus on AFS financial assets”. Where the investment is disposed of or is 
determined to be impaired, the cumulative gain or loss previously recognized in equity is included in 
profit or loss for the period. 

 
Included under this category are investments in debt and equity securities and Unit Investment Trust 
Funds (UITF). 
 
(iii) Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that 
are not quoted in an active market. They arise when the Company provides money, goods or services 
directly to a debtor with no intention of trading the receivables. After initial measurement, loans and 
receivables are subsequently measured at amortized cost using the effective interest method, less 
allowance for impairment. Amortized cost is calculated by taking into account any discount or 
premium on acquisition and fees that are integral parts of the effective interest rate. 
 
Included under this category are the company’s cash and cash equivalents, insurance and 
reinsurance receivables, security deposits and other receivables. 
 
(iv) Held-to-maturity (HTM) 
 
HTM investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturities wherein the Company has the positive intention and ability to hold to maturity. After initial 
measurement, HTM assets are carried at amortized cost using the effective interest method, less 
impairment in value. Amortized cost is calculated by taking into account any discount or premium on 
acquisition and fees that are integral parts of the effective interest rate. Any changes to the carrying 
amount of the investment are recognized in statements of comprehensive income. 
 
Included under this category are investments in debt instruments. 

 
(v) 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 as a whole the 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 integral parts of the effective interest rate. Any effects of 
restatement of foreign currency-denominated liabilities are recognized in the statement of 
comprehensive income. 
 
Included under this category are accounts payable and accrued expenses, reinsurance liabilities and 
insurance claims payable. 
 
Reclassification of Financial Assets 



A financial asset is reclassified out of the FVPL category when the following conditions are met (i) the 
financial asset is no longer held for the purpose of selling or repurchasing it in the near term; and (ii) 
there is a rare situation. 

   
A financial asset that is reclassified out of the FVPL category is reclassified at its fair value on the 
date of reclassification. Any gain or loss already recognized in the statement of income is not 
reversed. The fair value of the financial asset on the date of reclassification becomes its new cost or 
amortized cost, as applicable. 
Impairment of Financial Assets 
The Company assesses at each end of the reporting period whether there is any objective evidence 
that a financial asset or group of financial assets is impaired. 

 
(i) Assets carried at amortized cost 

If there is objective evidence that an impairment loss on loans and receivables or held-to-
maturity investments carried at amortized cost has been incurred, the amount of the loss is 
measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flows discounted at the financial asset’s original effective interest rate. 
The amount of the loss is recognized in the profit and loss accounts. 

 
If, in a subsequent period, the amount of the impairment loss decreases and the decrease 
can be related objectively to an event occurring after the impairment was recognized, the 
previously recognized impairment loss is reversed. 

 
Any subsequent reversal of an impairment loss is recognized in the profit and loss accounts, 
to the extent that the carrying value of the asset does not exceed its amortized cost at the 
reversal date. 

 
(ii) Assets carried at cost 

If there is objective evidence that an impairment loss on an unquoted equity instrument that is 
not carried at fair value because its fair value cannot be reliably measured, or on a derivative 
asset that is linked to and must be settled by delivery of such an unquoted equity instrument 
has been incurred, the amount of the loss is measured as the difference between the asset’s 
carrying amount and the present value of estimated future cash flows discounted at the 
current market rate of return for a similar financial asset. Such impairment losses are not 
reversed in subsequent periods. 
 

(iii)  Available-for-sale financial assets 
Available-for-sale financial assets are subject to impairment review at each end of the 
reporting period. Impairment loss is recognized when there is objective evidence such as 
significant financial difficulty of the issuer/obligor, significant or prolonged decline in market 
prices and adverse economic indicators that the recoverable amount of an asset is below its 
carrying amount. 

 
Derecognition of Financial Instruments 

 
Financial Assets 
A financial asset (or, where applicable a part of a financial asset or part of a group of financial assets) 
is derecognized where: 

 

 the rights to receive cash flows from the asset have expired; 

 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. 

 the Company has transferred its rights to receive cash flows from the asset and either (a) 
has transferred substantially all the risks and rewards of the asset, or (b) has neither 
transferred nor retained substantially all the risks and rewards of the asset, but has 
transferred the control of the asset. 



 
Where the Company has transferred its rights 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 Liabilities 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or 
expires. 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 de-recognition of the original liability and the recognition of a 
new liability, and the difference in the respective carrying amounts is recognized in profit or loss. 

 
Accounting Policies for Insurance and Reinsurance Contracts 
 
Insurance Contract 
Insurance contract is an agreement under which one party (the insurer), accepts significant insurance 
risk from another party (the policyholder) by agreeing to compensate the policyholder if a specified 
uncertain future event (the insured events) adversely affects the policyholder. 
 
Contract classification 
The Company issues short-term insurance contracts categorized as (i) Casualty, (ii) Property, (iii) 
guaranty and (iv) short - duration life accident insurance. 
 
Casualty insurance contracts protect the assured against the risk of causing them harm to third 
parties as a result of their legitimate activities. Damages covered include both contractual and non-
contractual events. Property insurance contracts mainly compensate the Company’s assured for 
damages suffered to their properties or for the value of property lost. Short-duration accident 
insurance protects the assured from the consequences of events such as death or disability. 
 
An insurance contract remains in force at the inception date of policy until its maturity regardless of 
number of claims reported and for as long as the coverage is sufficient. 
 
Insurance Receivables 
These include amounts due to and from agents, brokers and insurance contract holders which 
comprise the balance of uncollected policy premiums and reinsurance premiums from reinsurers 
arising from reinsurance contracts measured at amortized cost, using the effective interest method. 
 
Reinsurance 
The Company assumes and cedes (Treaty and Facultative) insurance risk in the normal course of 
business. Reinsurance assets primarily include balances due from both insurance and reinsurance 
companies for ceded insurance liabilities. Premiums on reinsurance assumed are recognized as 
revenue in the same manner as they would be if the reinsurance were considered as direct business, 
taking into account the product classification of the reinsured business. 
 
Amounts recoverable from reinsurers that relate to paid and unpaid claims and claim adjustment 
expenses are classified as assets.  Reinsurance receivables and the related liabilities are reported 
separately.   
 
An impairment review is performed on all reinsurance assets when an indication of impairment 
occurs. Reinsurance assets are impaired only if there is objective evidence that the Company may 
not receive the amounts due to it under the terms of the contract and that it can be measured reliably. 
 



Reinsurance assets and liabilities are derecognized when the contractual rights is extinguished or 
expired. 
 
Deferred Acquisition Costs 
Commissions and other expenses directly attributable to the production and renewal of insurance 
contracts are deferred in proportion to premium revenue recognized. Deferred acquisition costs are 
amortized over the life of the policy in which it was incurred. 
 
Deferred acquisition costs are reviewed at each reporting date and the carrying value is written down 
to the recoverable amount. 
 
 
Reserve for Unearned Premiums and Reinsurance Premiums 

Reserve for unearned premiums is calculated on the following basis:  

 

(i) Reserve for unearned premium are calculated using the 24th method based on gross 

premiums written. Under the 24th method, it is assumed that the average date of issue of 

all policies written during any one month is the middle of that month. 
 

(ii) Reserve for unearned premiums on inward treaties is taken up based on the dates the 
statement is received. 

 
Reserve for reinsurance premium represents the portion of reinsurance premiums ceded computed in 
the same manner as the reserve for unearned premiums. 
  
The changes in reserve for unearned premiums and reinsurance premiums is reported in the 
statements of income. 
 
Claim Cost Recognition 
Liabilities for unpaid claim costs and claim adjustment expenses relating to insurance contracts are 
accrued when insured events occur. 
  
The liabilities for unpaid claims are based on the estimated ultimate cost of settling the claims. The 
method of determining such estimates and establishing reserves are continually reviewed and 
updated. Changes in estimates of claim cost resulting from continuous review process and 
differences between estimates and payments for claims are recognized as income or expense of the 
period in which the estimates are changed or payments are made. 
 
Some insurance contracts permit the Company to sell (usually damaged) property acquired in settling 
a claim. The Company may also have the right to pursue third parties for payment of some or all 
costs.  

Estimates of salvage recoveries are included as a reduction in the measurement of the insurance 
liability for claims, and salvage property is recognized in other assets when the liability is settled. The 
allowance is the amount that can reasonably be recovered from the disposal of the property.  

Subrogation reimbursements are also considered as deduction in the measurement of the insurance 
liability for claims and are recognized in other assets when the liability is settled. The allowance is the 
assessment of the amount that can be recovered from the action against the liable third party. 
 
Share in recoveries on claims are evaluated in terms of the estimated realizable values of the salvage 
recoverable. Recoveries on claims are recognized in profit or loss and expenses in the period the 
recoveries are determined. Recoverable amounts are presented as part of Reinsurance assets. 
 
Options and Guarantees 



Options and guarantees within insurance are treated as derivative financial instruments which are 
closely related to the host insurance contracts and are therefore not separated subsequently. 

 
Investment Properties 
The initial cost of investment properties comprises its purchase price and directly attributable costs of 
bringing the asset to working condition for its intended use. Subsequently, investment property is 
restated at cost less accumulated depreciation and any impairment in value. 
 
Expenditures for additions, major improvements and renewals are capitalized; expenditures for 
repairs and maintenance are charged to expense when incurred. 
Depreciation of investment properties is computed using the straight-line method over the estimated 
useful life of 50 years. 
 
Transfers are made to or from investment property only when there is a change in use evidenced by 
the end of owner-occupation, commencement of an operating lease to another party or completion of 
construction or development. For a transfer from investment property to owner occupied property, the 
deemed cost for subsequent accounting is the carrying value at the date of change in use. If owner 
occupied property becomes an investment property, the Company accounts for such property in 
accordance with the policy stated under property, plant and equipment up to the date of the change in 
use. 
 
Investment property is derecognized upon disposal or when permanently withdrawn from use and no 
future economic benefit is expected from its disposal. Any gain or loss on the retirement or disposal of 
an investment property is recognized in the statement of income in the year of retirement or disposal. 
 
Property and Equipment 
Property and equipment are initially recognized at cost including the costs to get the property ready 
for its intended use. Subsequent to initial recognition, property and equipment, except land, are 
carried at cost less accumulated depreciation and impairment losses, if any. Depreciation is 
computed on a straight-line method over the estimated useful lives of the depreciable assets as 
follows: 

                                                                                                                                                                                                       
Building & condominium units 50  years 
Furniture, fixtures and office equipment                                    5-10  years 
Transportation equipment    5  years 

 
Land is carried at revalued amounts. Any revaluation increase arising on the revaluation of such 
property and equipment is recognized in other comprehensive income and is credited to “Revaluation 
Surplus on Land” account. Upon disposal, any revaluation increment relating to the particular property 
and equipment being sold is transferred to retained earnings. 

An asset’s residual value, useful life and depreciation method are reviewed periodically to ensure that 
the period, residual value and method of depreciation are consistent with the expected pattern of 
economic benefits from items of property and equipment. 
 
Expenditures for additions, major improvements and renewals are capitalized while minor repairs and 
maintenance are charged to expense as incurred. When assets are sold, retired or otherwise 
disposed of, their cost and related accumulated depreciation and impairment losses are removed 
from the accounts and any resulting gain or loss is reflected in the statement of comprehensive 
income for the period. 
 
When the carrying amount of an asset is greater than its estimated recoverable amount, the cost is 
written down immediately to its recoverable amount. Fully depreciated assets are retained in the 
accounts until they are no longer in use. 
 
Impairment of Non-financial Assets 



The Company’s investment properties and property and equipment are subject to impairment testing. 
All other individual asset or cash generating units are tested for impairment whenever events or 
changes in circumstances indicate that the carrying amount may not be recoverable. 
 
For purposes of assessing impairment, assets are grouped at the lowest levels for which there are 
separately identifiable cash flows (cash generating units). As a result, some assets are tested 
individually for impairment and some are tested at cash-generating unit level. 
 
An impairment loss is recognized for the amount by which the asset or cash-generating unit’s carrying 
amount exceeds its recoverable amount. The recoverable amount is the higher of fair value, reflecting 
market conditions less cost to sell and value in use, based on an internal discounted cash flow 
evaluation. Impairment loss is charged pro-rata to the other assets in the cash generating unit. 
 
All assets are subsequently reassessed for indication that an impairment loss previously recognized 
may no longer exists and the carrying amount of the asset is adjusted to the recoverable amount 
resulting in the reversal of the impairment loss.  
 
Accounts Payable and Accrued Expenses 
Accounts payables are liabilities for supplies or services that have been received or provided and 
have been invoiced or formally agreed with the supplier. Accounts payables are non-interest bearing 
and are stated at their original invoice amount since the effect of discounting is immaterial.  

 
Accruals are liabilities for goods or services that have been received or provided but have not been 
paid, invoiced or formally agreed with the supplier, including amounts due to employees.  
 
Equity 
Share capital is determined at par value of shares that have been issued. 
 
Contributed surplus represent additional contribution of stockholders to the Company in compliance 
with the requirement of the Insurance Commission. 

 
Retained earnings include all current and prior period results of operations as disclosed in the 
statements of income. 
 
Revaluation reserve comprise gains or losses due to revaluation of AFS and land, net of deferred 
income tax. 
 
In accordance with Section 195 of the Insurance Code, dividend declaration or distribution from 
accumulated profits remaining on hand can only be made after retaining unimpaired the following: 
 

 The entire paid-up capital stock; 

 The margin of solvency required; 

 The legal reserve fund required; and 

 A sum sufficient to pay all net losses reported or in the course of settlement and all 
liabilities for expenses and taxes. 

 
Revenue Recognition 
Revenue is recognized to the extent it is probable that the economic benefits will flow to the Company 
and the revenue can be reliably measured. 
 
Premiums 
Premiums from short duration insurance contracts are recognized as revenue over the period of the 
contracts using the 24th method. The portion of the premiums written that relate to the unexpired 
periods of the policies at end of the reporting periods are accounted for as “Reserve for Unearned 
Premiums” and presented in the liability section of the statement of financial position. The reinsurance 
premiums ceded that pertains to the unexpired period as at reporting dates are accounted for as 



“Reserve for reinsurance premium” and lodge under “Reinsurance assets” account in the statements 
of financial position. The net changes in these accounts between reporting dates are credited or 
charged against income for the year. 
 
Commission  
Reinsurance commissions are recognized as revenue over the period of the contracts. The portion of 
commissions that relates to the unexpired periods of the policies at the reporting date is accounted for 
as “Deferred commission income” in the liabilities section of the statement of financial position. 

 
 
Interest income 
Interest income from bank deposits, special savings account and held-to-maturity investment is 
recognized as interest accrues taking into account the effective yield on the related asset. 
Dividend income 
Dividend income is recognized when the right to receive dividends is established. 
 
Rental Income 
Rental income is recognized on a straight-line basis over the term of the lease. 
 
Realized Gains and Losses 
Realized gains and losses on the sale of property and equipment are calculated as the difference 
between net sales proceeds and the net book value. Realized gains and losses on the sale of AFS 
financial assets are calculated as the difference between net sales proceeds and the original cost net 
of accumulated impairment losses. Realized gains and losses are recognized in profit or loss when 
the sale transaction occurred. 

 
Cost and Expense Recognition 
Claims 
Liabilities for claims and claims adjustments expenses relating to insurance contracts are accrued 
when insured events occur. 
 
The liabilities for claims (including those incurred but not reported) are based on the estimated 
ultimate cost of settling these claims. The method of determining such estimates and establishing 
reserve are continually reviewed and updated. Changes in estimates of claims cost resulting from the 
continuous review process and differences between estimates and payments for claims are 
recognized as income or expense in the period the estimates are made. 
 
Share in recoveries of claim are evaluated in terms of the estimated realizable values of the salvage 
or recoveries. Recoveries on settled claims are recognized in profit or loss in the period the 
recoveries are determined. Recoveries on the unsettled claims are recorded as reinsurance 
recoverable on losses shown as part of reinsurance assets. 

 
Acquisition cost 
Cost that vary with and primarily related to the acquisition of new and renewal insurance contracts 
such as commissions, certain underwriting, and policy issue cost and inspection fees are deferred 
and charged to expense in proportion to the premium revenue recognized. Unamortized acquisition 
costs are shown in the statement of financial position as deferred acquisition cost. 
 
Reinsurance commission 
Commissions paid to cedants are deferred and are included in deferred acquisition cost, subject to 
the same amortization method. 

 
Expenses 
Other cost and expenses are recognized when incurred. 
 
Income Taxes 



Current tax liabilities are measured at the amount expected to be paid to the tax authority. The tax 
rates and tax laws used to compute the amount are those that have been enacted or substantially 
enacted as at the end of the reporting period. 
 
Deferred tax assets and liabilities are recognized using the balance sheet 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 assets are recognized for all deductible temporary differences and the carry-forward of 
unused tax losses to the extent that it is probable that taxable profit will be available against which the 
deferred tax asset can be utilized. Deferred tax liabilities are recognized for all taxable differences 
between the tax basis of the liabilities and their carrying amounts for financial reporting purposes. 
Deferred tax assets and liabilities are measured at the tax rates expected to apply to the periods 
when the asset is realized or the liability is settled. 
 
The carrying amount of deferred tax asset 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 assets to be utilized. 
 
Deferred taxes relating to items recognized directly in equity are reported in other comprehensive 
income and not in the statement of income. 
 
Most changes in deferred tax assets or liabilities are recognized as a component of tax expense in 
the statement of income. Only changes in deferred tax assets or liabilities that relate to a change in 
value of asset or liabilities are charged or credited directly to equity. 
 
Retirement Benefit Cost 
The Company has a contributory type of retirement benefit plan. 
 
It provides a benefit equal to the total amount standing to the credit of employee which shall consist of 
the accumulated value of contributions made by the company (5% of monthly salary) including all 
income thereto, net of administrative fees and expenses. Contributions to the plan are reported in the 
statement of income. 
 
Foreign Currency Transactions and Translations 
Items included in the financial statements of the Company are measured using the currency of the 
primary economic environment in which the entity operates (the functional currency). The financial 
statements are presented in Philippine Peso, the Company’s functional and presentation currency. 
 
Foreign currency transactions are translated into the functional currency at exchange rates prevailing 
at the time of transaction. Foreign currency gains and losses resulting from settlement of such 
transaction and from the translation at year-end exchange rates of monetary assets and liabilities 
denominated in foreign currencies are recognized in profit or loss. 
 
Related Party Transactions 
Parties are considered related if one party has the ability to control the other party or exercise 
significant influence over the other party in making financial and operating decisions. The related 
party transactions are recognized based on transfer of resources or obligations between related 
parties, regardless of whether a price is charged. 
 
Provisions 
Provisions are recognized when present obligation will probably lead to an outflow of economic 
resources and they can be estimated reliably even if the timing or amount of the outflow may still be 
uncertain. A present obligation arises from the presence of a legal or constructive commitment that 
has resulted from past events, for example legal disputes for onerous contract. 
 



Provisions are measured at the estimated expenditure required to settle the present obligation, based 
on the most reliable evidence available at end of the reporting period, including the risks and 
uncertainties associated with the present obligation. Any reimbursement expected to be received in 
the course of settlement of the present obligation is recognized, if virtually certain, as a separate 
asset at an amount not exceeding the balance of the related provision. Where there are a number of 
similar obligations, the likelihood that an outflow will be required in settlement is determined by 
considering the class of obligation as a whole. In addition, long term provisions are discounted at their 
present values, where time value of money is material. 
 
Provisions are reviewed at each end of the reporting period and adjusted to reflect the current best 
estimate. 
 
In those cases, where the possible outflow of economic resources as a result of present obligations is 
considered improbable or remote, or the amount to be provided for cannot be measured reliably, no 
liability is recognized in the financial statements. 
 
Probable inflows of economic benefits that do not yet meet the recognition criteria of an asset are 
considered contingent asset, hence, are not recognized in the financial statements. 
 
Contingent Assets and Liabilities 
Contingent liabilities are not recognized in the financial statements. They are disclosed unless the 
possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are 
not recognized in the financial statements but disclosed when an inflow of economic benefits is 
probable. 

 
Events after End of the reporting period 
Post year-end events that provide additional information about the Company’s financial position at the 
end of the reporting period (adjusting events) are reflected in the financial statements. Post year-end 
events that are not adjusting events are disclosed in the notes to the financial statements when 
material. 

 

 

4. Changes in Accounting Standards and Disclosures 
 

New Accounting Standards and Amendments to Existing Standards Effective as of January 1, 2015 

The accounting policies adopted are consistent with those of the previous financial year except for 

the adoption of the following amendments to PFRS effective beginning January 1, 2015. The 

adoption however did not result to any material changes in the financial statements. 

Amendments to PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions 
PAS 19 requires an entity to consider contributions from employees or third parties when 
accounting for defined benefit plans. Where the contributions are linked to service, they should be 
attributed to periods of service as a negative benefit. These amendments clarify that, if the amount 
of the contributions is independent of the number of years of service, an entity is permitted to 
recognize such contributions as a reduction in the service cost in the period in which the service is 
rendered, instead of allocating the contributions to the periods of service. This amendment is 
effective for annual periods beginning on or after July 1, 2014.  The amendment does not have any 
significant impact on the Group’s financial position or performance. 

Annual Improvements to PFRS (2010 to 2012 cycle) 

The Annual Improvements to PFRSs (2010 to 2012 cycle) contain non-urgent but necessary 
amendments to the following standards. These are effective for annual periods beginning on or 
after July 1, 2014.  Except as otherwise stated, the amendments do not have a significant impact 
on the financial statements. 



 PFRS 2, Share-based Payment - Definition of Vesting Condition 
This improvement is applied prospectively and clarifies various issues relating to the 
definitions of performance and service conditions which are vesting conditions, including: 

 
 A performance condition must contain a service condition 
 A performance target must be met while the counterparty is rendering service 
 A performance target may relate to the operations or activities of an entity, or to those of 

another entity in the same group 
 A performance condition may be a market or non-market condition 
 If the counterparty, regardless of the reason, ceases to provide service during the vesting 

period, the service condition is not satisfied.   

 PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business 
Combination 
The amendment is applied prospectively for business combinations for which the acquisition 
date is on or after July 1, 2014.  It clarifies that a contingent consideration that is not 
classified as equity is subsequently measured at fair value through profit or loss whether or 
not it falls within the scope of PAS 39.  This amendment is not relevant to the Company. 

 
 PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the 

Total of the Reportable Segments’ Assets to the Entity’s Assets 
The amendments are applied retrospectively and clarify that: 

 

 An entity must disclose the judgments made by management in applying the aggregation 
criteria in the standard, including a brief description of operating segments that have 
been aggregated and the economic characteristics (e.g., sales and gross margins) used 
to assess whether the segments are ‘similar’. 

 
 The reconciliation of segment assets to total assets is only required to be disclosed if the 

reconciliation is reported to the chief operating decision maker, similar to the required 
disclosure for segment liabilities. 
 

 PAS 16, Property, Plant and Equipment: Revaluation Method - Proportionate Restatement of 
Accumulated Depreciation, and PAS 38, Intangible Assets: Revaluation Method - 
Proportionate Restatement of Accumulated Amortization 
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset 
may be revalued by reference to the observable data on either the gross or the net carrying 
amount. In addition, the accumulated depreciation or amortization is the difference between 
the gross and carrying amounts of the asset.  
 

 PAS 24, Related Party Disclosures - Key Management Personnel 
The amendment is applied retrospectively and clarifies that a management entity, which is an 
entity that provides key management personnel services, is a related party subject to the 
related party disclosures. In addition, an entity that uses a management entity is required to 
disclose the expenses incurred for management services.  The amendments affect 
disclosures only and have no impact on the Group’s financial position or performance. 

Annual Improvements to PFRS (2011 to 2013 cycle) 

The Annual Improvements to PFRSs (2011 to 2013 cycle) contain non-urgent but necessary 
amendments to the following standards. These are effective for annual periods beginning on or 
after January 1, 2015.  Except as otherwise stated, the amendments have no significant impact on 
the financial statements. 

 PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements 



The amendment is applied prospectively and clarifies the following regarding the scope 
exceptions within PFRS 3: 
 
 Joint arrangements, not just joint ventures, are outside the scope of PFRS 3. 
 This scope exception applies only to the accounting in the financial statements of the joint 

arrangement itself. 

 PFRS 13, Fair Value Measurement - Portfolio Exception 
The amendment is applied prospectively and clarifies that the portfolio exception in  
PFRS 13 can be applied not only to financial assets and financial liabilities, but also to other 
contracts within the scope of PAS 39. 
 

 PAS 40, Investment Property 
The amendment is applied prospectively and clarifies that PFRS 3, and not the description of 
ancillary services in PAS 40, is used to determine if the transaction is the purchase of an 
asset or business combination. The description of ancillary services in PAS 40 only 
differentiates between investment property and owner-occupied property (i.e., property, plant 
and equipment).  

 
New Accounting Standard, Amendments to Existing Standards and Interpretations Effective 
Subsequent to December 31, 2015 
Standards issued but not yet effective up to date of issuance of the Group’s financial statements 
are listed below. The listing consists of standards and interpretations issued, which the Group 
reasonably expects to be applicable at a future date. The Group intends to adopt these standards 
when they become effective. The Group does not expect the adoption of these new and amended 
PFRS and Philippine Interpretations to have significant impact on its financial statements. 

 
Effective 2016 
 
Amendments to PAS 1, Presentation of Financial Statements – Disclosure Initiative 
The amendments include narrow-focus improvements in five areas; namely, materiality, 
disaggregation and subtotals, notes structure, disclosure of accounting policies and presentation of 
items of other comprehensive income arising from equity accounted investments. The amendments 
are effective on or after January 1, 2016. The amendment will not have any significant impact on 
the Group’s financial position or performance. 
 

Amendments to PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - 

Clarification of Acceptable Methods of Depreciation and Amortization 

The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of 
economic benefits that are generated from operating a business (of which the asset is part) rather 
than the economic benefits that are consumed through use of the asset.  As a result, a revenue-
based method cannot be used to depreciate property, plant and equipment and may only be used 
in very limited circumstances to amortize intangible assets.  The amendments are effective 
prospectively for annual periods beginning on or after January 1, 2016, with early adoption 
permitted.  The amendment will not have any significant impact on the Group’s financial position or 
performance. 
 
Amendments to PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants  
The amendments change the accounting requirements for biological assets that meet the definition 
of bearer plants.  Under the amendments, biological assets that meet the definition of bearer plants 
will no longer be within the scope of PAS 41.  Instead, PAS 16 will apply. After initial recognition, 
bearer plants will be measured under PAS 16 at accumulated cost (before maturity) and using 
either the cost model or revaluation model (after maturity). The amendments also require that 
produce that grows on bearer plants will remain in the scope of PAS 41 measured at fair value less 
costs to sell.  For government grants related to bearer plants, PAS 20, Accounting for Government 
Grants and Disclosure of Government Assistance, will apply. The amendments are retrospectively 



effective for annual periods beginning on or after January 1, 2016, with early adoption permitted. 
These amendments are not expected to have any impact to the Group as the Group does not have 
any bearer plants. 

 
Amendments to PAS 27, Separate Financial Statements - Equity Method in Separate Financial 
Statements 
The amendments will allow entities to use the equity method to account for investments in 
subsidiaries, joint ventures and associates in their separate financial statements. Entities already 
applying PFRS and electing to change to the equity method in its separate financial statements will 
have to apply that change retrospectively.  For first-time adopters of PFRS electing to use the 
equity method in its separate financial statements, they will be required to apply this method from 
the date of transition to PFRS. The amendments are effective for annual periods beginning on or 
after January 1, 2016, with early adoption permitted. The amendment will not have any significant 
impact on the Group’s financial position or performance. 

 
Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12, Disclosure of Interests in 
Other Entities, and PAS 28, Investments in Associates and Joint Ventures - Investment Entities: 
Applying the Consolidation Exception. The amendments address certain issues that have arisen in 
applying the investment entities exception under PFRS 10. The amendments are effective for 
annual periods beginning on or after January 1, 2016, with early adoption permitted. These 
amendments will not have any impact on the Group’s financial statements. 

 
Amendments to PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interests in Joint 
Operations  
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an 
interest in a joint operation, in which the activity of the joint operation constitutes a business must 
apply the relevant PFRS 3 principles for business combinations accounting. The amendments also 
clarify that a previously held interest in a joint operation is not remeasured on the acquisition of an 
additional interest in the same joint operation while joint control is retained. In addition, a scope 
exclusion has been added to PFRS 11 to specify that the amendments do not apply when the 
parties sharing joint control, including the reporting entity, are under common control of the same 
ultimate controlling party.  

 
The amendments apply to both the acquisition of the initial interest in a joint operation and the 
acquisition of any additional interests in the same joint operation and are prospectively effective for 
annual periods beginning on or after January 1, 2016, with early adoption permitted. The 
amendment will not have any significant impact on the Group’s financial position or performance. 
 
PFRS 14, Regulatory Deferral Accounts 
PFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral 
account balances upon its first-time adoption of PFRS. PFRS 14 is effective for annual periods 
beginning on or after January 1, 2016. The Standard will not have any significant impact on the 
Group’s financial position or performance. 
 
Annual Improvements to PFRSs (2012-2014 cycle) 

 
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning 
on or after January 1, 2016 and are not expected to have a material impact to the Group’s financial 
statements. They include: 

 PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in 
Methods of Disposal 
The amendment is applied prospectively and clarifies that changing from a disposal through 
sale to a disposal through distribution to owners and vice-versa should not be considered to 
be a new plan of disposal, rather it is a continuation of the original plan. There is, therefore, 



no interruption of the application of the requirements in PFRS 5. The amendment also 
clarifies that changing the disposal method does not change the date of classification.  
 

 PFRS 7, Financial Instruments: Disclosures - Servicing Contracts 
PFRS 7 requires an entity to provide disclosures for any continuing involvement in a 
transferred asset that is derecognized in its entirety. The amendment clarifies that a servicing 
contract that includes a fee can constitute continuing involvement in a financial asset. An 
entity must assess the nature of the fee and arrangement against the guidance in PFRS 7 in 
order to assess whether the disclosures are required. The amendment is to be applied such 
that the assessment of which servicing contracts constitute continuing involvement will need 
to be done retrospectively. However, comparative disclosures are not required to be provided 
for any period beginning before the annual period in which the entity first applies the 
amendments. 
 

 PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim Financial 
Statements  
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of 
financial assets and financial liabilities are not required in the condensed interim financial 
report unless they provide a significant update to the information reported in the most recent 
annual report.  

 
 PAS 19, Employee Benefits - Regional Market Issue Regarding Discount Rate 

This amendment is applied prospectively and clarifies that market depth of high quality 
corporate bonds is assessed based on the currency in which the obligation is denominated, 
rather than the country where the obligation is located. When there is no deep market for high 
quality corporate bonds in that currency, government bond rates must be used.  
 

 PAS 34, Interim Financial Reporting - Disclosure of Information ‘Elsewhere in the Interim 
Financial Report’ 
The amendment is applied retrospectively and clarifies that the required interim disclosures 
must either be in the interim financial statements or incorporated by cross-reference between 
the interim financial statements and wherever they are included within the greater interim 
financial report (e.g., in the management commentary or risk report). 

 
Effective 2018 
 
PFRS 9, Financial Instruments - Hedge Accounting and Amendments to PFRS 9, PFRS 7 and PAS 

39  

PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which 
pertains to hedge accounting.  This version of PFRS 9 replaces the rules-based hedge accounting 
model of PAS 39 with a more principles-based approach.  Changes include replacing the rules-
based hedge effectiveness test with an objectives-based test that focuses on the economic 
relationship between the hedged item and the hedging instrument, and the effect of credit risk on 
that economic relationship; allowing risk components to be designated as the hedged item, not only 
for financial items but also for non-financial items, provided that the risk component is separately 
identifiable and reliably measurable; and allowing the time value of an option, the forward element 
of a forward contract and any foreign currency basis spread to be excluded from the designation of 
a derivative instrument as the hedging instrument and accounted for as costs of hedging. PFRS 9 
also requires more extensive disclosures for hedge accounting. 

 
PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date of January 
1, 2018 was eventually set when the final version of PFRS 9 was adopted by the FRSC. The 
adoption of the final version of PFRS 9, however, is still for approval by BOA.  

 
The Group is currently assessing the impact of adopting this standard. 

 



The adoption of the third phase of the project is not expected to have any significant impact on the 
Group’s financial statements.  

 
PFRS 9, Financial Instruments 

In July 2014, the final version of PFRS 9 was issued. PFRS 9 reflects all phases of the financial 
instruments project and replaces PAS 39 and all previous versions of PFRS 9. The standard 
introduces new requirements for classification and measurement, impairment, and hedge 
accounting. PFRS 9 is effective for annual periods beginning on or after January 1, 2018, with early 
application permitted. Retrospective application is required, but comparative information is not 
compulsory. Early application of previous versions of PFRS 9 is permitted if the date of initial 
application is before February 1, 2015.  

 
The Group is currently assessing the impact of adopting this standard. 

 
The adoption of the other phases of the project is not expected to have any significant impact on 
the Group’s financial statements. 

The following new standard issued by the IASB has not yet been adopted by the FRSC. 
 

    International Financial Reporting Standards (IFRS) 15, Revenue from Contracts with 
Customers  
IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to 
revenue arising from contracts with customers. Under IFRS 15, revenue is recognized at an 
amount that reflects the consideration to which an entity expects to be entitled to in exchange 
for transferring goods or services to a customer. The principles in IFRS 15 provide a more 
structured approach to measuring and recognizing revenue. The new revenue standard is 
applicable to all entities and will supersede all current revenue recognition requirements under 
IFRS. Either a full or modified retrospective application is required for annual periods beginning 
on or after January 1, 2017, with early adoption permitted. This mandatory adoption date was 
moved to January 1, 2018. 

The Group is currently assessing the impact of IFRS 15 and plans to adopt the new standard on the 
required effective date once adopted locally. 
 
Deferred 

 
PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint 
Ventures - Sale or Contribution of Assets between an Investor and its Associate or Joint Venture 
These amendments address an acknowledged inconsistency between the requirements in  
PFRS 10 and those in PAS 28 in dealing with the sale or contribution of assets between an investor 
and its associate or joint venture. The amendments require that a full gain or loss is recognized 
when a transaction involves a business (whether it is housed in a subsidiary or not).  A partial gain 
or loss is recognized when a transaction involves assets that do not constitute a business, even if 
these assets are housed in a subsidiary. These amendments are originally effective from annual 
periods beginning on or after January 1, 2016. This mandatory adoption date was later on deferred 
indefinitely. 

 

5. Summary of Significant Accounting Judgments and Estimates 

The Company makes estimates and assumptions that affect the reported amounts of the assets and 
liabilities within the next financial year. Estimates and judgments are continually evaluated and are 
based on historical experience and other factors, including expectations of future events that are 
believed to be reasonable under the circumstances. 
 
Judgments 



The following judgments were applied which have the most significant effect on the amounts 
recognized in the financial statements. 

Determination of functional currency 
The Company has determined that its functional currency is the Philippine peso which is the currency 
of the primary economic environment in which the Company operates. 

 
Classification of investments 
In classifying its investments, the Company follows the guidance of PAS 39. In making the judgment, 
the Company evaluates its intention, marketability of the instrument and its ability to hold the 
investments until maturity. 
 
The classification of investments as at December 31, 2015 and 2014 are as follows: 
 

2015 2014

Fair value through profit or loss 32,419,844 -                    

Available-for-sale 484,907,369 483,924,151     

Held-to-maturity 353,112,844 320,719,724     

 
 

 
Distinction between investment properties and owner-occupied properties 
The Company determines whether a property qualifies as investment property. If an insignificant 
portion is leased out under the operating lease, the property is treated as property and equipment. If 
the property is not occupied and is held to earn it is treated as Investment property.  
 
Investment property, net of accumulated depreciation and impairment losses amounted to 
P2,445,050 in 2015 and P3,110,186 in 2014. 

  
Owner-occupied properties, net of accumulated depreciation and impairment losses amounted to 
P93,226,000 in 2015 and 2014. 
 
Determination of lease arrangements 
The determination of whether an arrangement is, or contains a lease is based on the substance of the 
arrangement and requires an assessment of whether the fulfillment of the arrangement is dependent 
on the use of a specific asset or assets and the arrangement conveys a right to use the asset. 
 
Leases where the lessor retains substantially all the risks and benefits of ownership are classified as 
operating leases. The Company’s lease arrangement is of this type. 
 
Rent income amounted to P4,510,518 in 2015 and P4,211,887 in 2014. 

 
Determining the appraised value of land 
The Company determines the appraised value of its land through the use of an independent 
appraiser. 

 
An appraiser values the property through the use of market data method. This method of valuation 
involves research and investigation of market sales data of other properties comparable with the 
property under appraisal. These other properties are compared with the subject property as to 
location and physical characteristics. Adjustments of their selling price are then made with respect to 
the said comparative elements, as well as to compensate for the increase or decrease in value. 
 
As of December 31, 2015 and 2014, the appraised value of the Company’s land under Property and 
equipment account amounted to P93,226,000. (see Note 13) 
 
Estimates 



The key assumptions concerning the future and other key sources of estimation of uncertainty at 
reporting date, that have significant risk of causing a material adjustment to the carrying amounts of 
assets and liabilities within the next financial year are discussed below: 
 
Determination of fair value of assets and liabilities 
The fair value for assets and liabilities traded in active market at the reporting date is based on their 
quoted market price. For all other assets and liabilities not listed in an active market, the fair value is 
determined by using appropriate techniques or comparison to similar instruments for which market 
observable prices exists. 

 
Where the transaction price in a non-active market is different from the fair value of other observable 
current market transactions in the same instruments or based on a valuation technique, the Group 
recognizes the difference between the transaction price and fair value in the statements of income 
unless it qualifies for recognition as some other type of asset. 

 
Estimating allowance for impairment of receivable 
The Company maintains allowance for probable loss at a level considered adequate to provide for 
potential uncollectible accounts. The level of allowance for doubtful accounts is evaluated by 
management on the basis of factors affecting collectability of the receivables. In addition, a review of 
the accounts designed to identify accounts to be provided with allowance, is made on a continuing 
basis. 
 
No provision for impairment losses was provided in 2015 and 2014 because management believes 
that the reported amounts are fully collectible. 

 
Estimating useful lives of property and equipment and investment property 
The Company reviews annually the estimated useful lives of property and equipment, based on the 
period on which the assets are expected to be available for use. It is possible that future results of 
operation could be materially affected by changes in these estimates. A reduction in the estimated 
useful lives of property and equipment would increase recorded depreciation and decrease the 
related asset account.  
 
Investment property, net of accumulated depreciation and impairment losses, amounted to 
P2,445,050 and P3,110,186 as at December 31, 2015 and 2014, respectively. (see Note 12) 
 
Property and equipment, net of accumulated depreciation and impairment losses, amounted to 
P98,243,283 and P99,034,285 as at December 31, 2015 and 2014, respectively. (see Note 13) 

 
Deferred tax asset 
The Company reviews the carrying amounts of deferred tax asset at each reporting date and reduces 
the deferred tax asset 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.  
 
Deferred tax asset as at December 31, 2015 and 2014 amounted to P198,735 and P6,332,274, 
respectively. (see Note 29) 
 
Impairment of non-financial asset 
The Company assesses impairment on non-financial assets whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. Several factors 
are considered which could trigger that impairment has occurred. 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. 
No impairment losses were provided for property and equipment and investment property in 2015 and 
2014 because management believes that the carrying values approximate their fair value. 



 
Liability for insurance claims 
Estimates have to be made both of expected ultimate cost of claims reported at the reporting date 
and for the expected ultimate cost of the claims incurred but not yet reported at the reporting date. It 
can take a significant period of time before the ultimate claims cost can be established with certainty 
and for some type of policies, unreported claims significantly comprise the claims payable presented 
in the statement of financial position. At each reporting date, prior year claims estimates are assessed 
for adequacy and changes made are charged to statement of comprehensive income at a non-
discounted amount for the time value of money. 

 
Insurance claims payable as at December 31, 2015 and 2014 amounted to P138,892,212 and 
P143,074,868, respectively. 
 
 
 
 
 
 
 
 
 
 

 

6.   Fair Value Measurement 
 

The company measures fair value of assets and liabilities using the following fair value hierarchy that 
reflects the significance of the inputs used in making the measurements. 
 
Level 1 
Inputs are quoted in active market for identical assets or liabilities that the entity can access at the 
measurement date. 
 
Included in Level 1 category are assets and liabilities that are measured in whole or in part by 
reference to published quotes in an active market. 
 
A financial instrument is regarded as quoted in an active market if quoted prices are readily and 
regularly available from an exchange, dealer, broker, industry group, pricing service or regulatory 
agency and those prices represent actual and regularly occurring market transactions on an arm’s 
length basis. 
 
Level 2 
Inputs other than quoted prices included within level 1 that are observable for the asset or liability, 
either directly (that is, as prices) or indirectly (that is, derived from prices). 
 
Level 3 
Inputs for the asset or liability that are not based on observable market data (that is, unobservable 
inputs). 
 
The table below analyzes assets and liabilities measured at fair value at the end of the reporting 
period, by the level in the fair value hierarchy into which the fair value measurement is categorized. 



Level 1 Level 2 Level 3 Total

Cash and cash equivalents 91,844,298P    -P                 -P       91,844,298P       

Short-term investments 7,000,000        -                   -         7,000,000           

Financial assets

FVPL 32,419,844      -                   -         32,419,844         

AFS 483,407,369    1,500,000        -         484,907,369       

HTM 357,482,549    -                   -         357,482,549       

Insurance balances receivable -                      

    Direct and assumed accounts -                   6,924,596        -         6,924,596           

    Reinsurance accounts -                   9,810,872        -         9,810,872           

Investment property -                   2,445,050        -         2,445,050           

Property and equipment -                   98,243,283      -         98,243,283         

Accrued investment income 4,812,995        -                   -         4,812,995           

Other assets -                   1,930,155        -         1,930,155           

944,547,211P  120,853,956P  -P       1,097,821,011P  

Insurance claims payable 138,892,212P  -P                 -P       138,892,212P     

Accounts payable and 

   accrued expenses 31,118,512      -                   -         31,118,512         

Reinsurance liabilities 10,365,177      -                   -         10,365,177         

180,375,901P  -P                 -P       180,375,901P     

2015

 

Level 1 Level 2 Level 3 Total

Cash and cash equivalents 89,110,139P          -P                 -P       89,110,139P       

Short-term investments 2,000,000              -                   -          2,000,000           

Financial assets

AFS 482,594,151          1,330,000        -          483,924,151       

HTM 323,345,999          -                   -          323,345,999       

Insurance balances receivable -                      

    Direct and assumed accounts -                         6,906,379        -          6,906,379           

    Reinsurance accounts -                         10,584,324      -          10,584,324         

Investment property -                         3,110,186        -          3,110,186           

Property and equipment -                         99,034,285      -          99,034,285         

Accrued investment income 4,368,706              -                   -          4,368,706           

Other assets -                         1,070,041        -          1,070,041           

901,418,995P        122,035,215P  -P       1,023,454,210P  

Insurance claims payable 143,074,868P        -P                 -P       143,074,868P     

Accounts payable and 

   accrued expenses 22,790,348            -                   -          22,790,348         

Reinsurance liabilities 8,730,705              -                   -          8,730,705           

174,595,921P        -P                 -P       174,595,921P     

2014

 
Fair values were determined as follows: 
 

 Cash and cash equivalents, short-term investments, FVPL financial assets, receivables, 
deposits and other financial liabilities – the fair values are approximately the carrying amounts 
at initial recognition due to short-term nature. 



 Quoted AFS financial asset (debt and equity securities) – the fair values were determined 
from the published references from Philippine Stock Exchange, PDS Group, recommended 
values of IC or third party information. 

 Non-quoted AFS investment – valuation technique using significant observable inputs. Where 
valuation technique is not representative of fair values, the acquisition cost is used as fair 
value. 

 HTM investment – fair value was determined from third party information providing reliable 
information and recognized in the industry. 

 Property and equipment and investment property – fair value was based on appraiser’s 
report. It is estimated using Market Data Approach, which is based on sales and listings of 
comparable property registered within the vicinity that considered factors such as locations, 
size and shape of the properties (see Note 5). 

 
 

7.   Management of Insurance Risk, Financial Risk and Capital 
 
 Insurance risk 

The risk under any one insurance contract is the possibility that the insured event occurs and the 
uncertainty of the amount of the resulting claim. By the very nature of an insurance contract, this risk 
is random and therefore unpredictable. 

 
For a portfolio of insurance contracts where the theory of probability is applied to pricing and 
provisioning, the principal risk that the Company faces under its insurance contracts is that the actual 
claims and benefit payments exceed the carrying amount of the insurance liabilities. This could occur 
because the frequency or severity of claims and benefits are greater than estimated.  

 
Insurance events are random and the actual number and amount of claims and benefits will vary from 
year to year from the estimate established using statistical techniques. Experience shows that the 
larger the portfolio of similar insurance contracts, the smaller the relative variability about the 
expected outcome will be. In addition, a more diversified portfolio is less likely to be affected across 
the board by a change in any subset of the portfolio. The Company has developed its insurance 
underwriting strategy to diversify the type of insurance risks accepted and within each of these 
categories to achieve a sufficiently large population of risks to reduce the variability of the expected 
outcome. Factors that aggravate insurance risk include lack of risk diversification in terms of type and 
amount of risk, geographical location and type of industry covered. 
 
Apart from the Company’s risk management function, regulators also play a vital role in the insurance 
industry in ensuring that policy holders and creditors are assured of any claims that may arise within 
the term of the policy. The Insurance Commission (IC) imposes (i) Risk-based capital framework that 
will effectively manage the equity requirement of the Company (ii) Margin of solvency which requires 
an appropriate ratio of admitted assets over admitted liabilities (iii) A mandatory reserve of highly-
liquid debt instruments to answer the claims of policyholders and creditors (iv) and minimum statutory 
net worth to streamline the operation of insurance industry. 

 
Internally, the Company manages its risks through its underwriting strategy and reinsurance 
arrangements. 
  
The underwriting strategy is intended to ensure that the risks underwritten are well diversified in terms 
of type of risk and the level of insured events. Reinsurance facilities in force include surplus treaties, 
catastrophe cover and facultative reinsurance. 

 
The concentration of insurance claims as at December 31, 2015 and 2014 is as follows:  
 



Share of Net Share of Net 

(000 omitted) Gross Reinsurer Liability % Gross Reinsurer Liability %

Motor car 127,587P     -P       127,587P   93% 136,530P   -P       136,530P  96%

Fire 3,258           2,048      1,210          1% 1,390          1,123      267           0%

Marine 473              -          473             0% 633             -          633           0%

Personal accident 7,574           -          7,574          6% 2,840          -          2,840        2%

Miscellaneous -          -              0% 1,682          -          1,682        1%

138,892P     2,048P    136,844P   100% 143,075P   1,123P    141,952P  100%

2015 2014

 
Financial Risk 
The Company is exposed to financial risk 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. The risk that the Company primarily faces due to 
the nature of its investments and liabilities is interest rate risk. 
 
Credit Risk 
Credit risk is risk due to uncertainty in a counterparty’s (also called an obligor) ability to meet its 
obligation. 
 
Credit risk limit is also used to manage credit exposure which specifies exposure credit limit for each 
intermediary depending on the size of its portfolio and its ability to meet its obligation based on past 
experience. 

 
Key areas where the Company is exposed to credit risk are: 

 Reinsurers’ share of insurance premiums, 

 Amounts due from reinsurers on claims already paid, 

 Amounts due from insurance contract holders, and 

 Amounts due from insurance intermediaries. 
 
 

Exposure 
The table below shows the gross maximum exposure to credit risk of the Company as at December 
31, 2015 and 2014. 
 



2015 2014

Cash and cash equivalents* 91,724,798P    88,969,639P    

Short-term investments 7,000,000        2,000,000        

Investments

FVPL 32,419,844      -                   

AFS 484,907,369    483,924,151    

HTM 353,112,843    320,719,724    

Loans and receivables 644,648           644,648           

Insurance and reinsurance

balances receivable 16,735,469      17,490,703      

Accrued investment income 4,812,995        4,368,706        

Other assets 1,930,155        1,070,041        

993,288,121P  919,187,612P  

*Excludes cash on hand of P119,500 in 2015 and P140,500 in 2014

 
The Company uses the following risk mitigation policies to reduce credit risks: 

 Cash in banks and short-term investments are deposited and placed with reputable commercial 
and universal banks in the Philippines. Moreover, all bank deposits are automatically covered 
up to a certain amount from Philippine Deposit Insurance Corporation. 

 Financial assets that are HTM are debt securities issued and guaranteed by the Philippine 
government which are considered risk free. HTM investments are lodge under Philippine 
Depository & Trust Corporation. Furthermore, prior approval from IC is sought before the 
Company can invest on these securities. 

 The Company’s equity investments classified as AFS are mostly stocks belonging to Philippine 
Stock Exchange Index (PSEi) with regular trading transaction in the Philippine Stock Exchange. 
Other AFS investment includes government securities in foreign currencies and in Investment 
Management Accounts.  

 Insurance balances of brokers and agents have a maximum age of 90 days. Commissions are 
released only upon full remittance of premiums.  
Reinsurance arrangements are placed only with reputable reinsurers at industry acceptable 
terms. 

 Accrued investment income is collectible in subsequent period. Interest proceeds are either 
rolled over to principal balance or credited to savings account. 

 
Credit quality  
The credit quality of financial assets is as follows: 



Past due

High Standard but not Past due

grade grade impaired & impaired Total

Cash and cash equivalents* 82,316,807P       9,407,991P      -P                 -P          91,724,798P       

Short-term investments 7,000,000            -                   -                   -             7,000,000           

Financial assets

FVPL 32,419,844          32,419,844         

AFS 453,650,486        31,256,882      -                   -             484,907,369       

HTM 353,112,844        -                   -                   -             353,112,844       

Loans and receivables -                      -                   -                   644,648     644,648              

Insurance and  reinsurance 

balances receivable -                      14,687,469      2,048,000        -             16,735,469         

Accrued investment income 4,812,995            -                   -                   -             4,812,995           

Other assets 1,592,016            338,139           -                   -             1,930,155           

934,904,994P     55,690,481P    2,048,000P      644,648P   993,288,122P     

*Excludes cash on hand of P119,500

As of December 31, 2015

Neither past due nor impaired

 

Past due

High Standard but not Past due

grade grade impaired & impaired Total

Cash and cash equivalents* 79,030,446P       9,939,193P      -P                 -P          88,969,639P       

Short-term investment 2,000,000            -                   -                   -             2,000,000           

Financial assets

AFS 452,925,191        30,998,960      -                   -             483,924,151       

HTM 320,719,724        -                   -                   -             320,719,724       

Loans and receivables -                      -                   -                   644,648     644,648              

Insurance and  reinsurance 

balances receivable -                      17,380,254      110,449           -             17,490,703         

Accrued investment income 4,368,706            -                   -                   -             4,368,706           

Other assets 731,902               338,139           -                   -             1,070,041           

859,775,969P     58,656,546P    110,449P         644,648P   919,187,612P     

*Excludes cash on hand of P140,500

As of December 31, 2014

Neither past due nor impaired

 
Financial assets that are past due but not impaired is 30 days past due. 

 
The following table discusses the methodologies that the Company used to grade financial assets: 

 

Financial asset 
Investment 

grade 
Measurement basis 

Cash and cash 
equivalents 

High grade 
Cash deposits with universal and 
commercial banks in the Philippines 

 Standard 
grade 

Cash deposits that are not classified as 
high grade accounts. 

Debt securities High grade Debt securities issued by the Philippine 
government which are considered risk 
free. 
 
Debt securities that are issued by private 
corporations that possesses the capacity 
to meet financial obligation. 

 Standard 
grade 

Debt securities that are not classified as 
High grade securities. 



Equity securities High grade Listed equity securities belonging to PSEi 

 Standard 
grade 

Equity securities not belonging to PSEi 

Insurance and 
reinsurance accounts 
and deposits 

High grade The counterparties have a very remote 
likelihood of default and have consistently 
exhibited good paying habits 

 Standard 
grade 

Standard grade accounts are active 
accounts with propensity of deteriorating 
to mid-range age buckets. These 
accounts are typically not impaired as the 
counterparties generally respond to credit 
actions and update their payments 
accordingly. 

 
 

Liquidity Risk 
Liquidity or funding risk is the risk that an entity will encounter difficulty in raising 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. 
 
Liquidity risk is a risk due to uncertain liquidity. An institution may suffer liquidity problem when its 
credit rating falls. The Company is also exposed to liquidity risk if markets on which it depends on are 
subject to loss of liquidity. 
 
Contractual maturities of financial assets and liabilities as at December 31, 2015 and 2014 are 
presented below: 

 

<1 1 year - 2-3 3-4 4-5 >5

2015 (In thousand) year 2 years years years years years Total

Financial assets that are :

Cash equivalents 91,725P      -P       -P       -P       -P       -P       91,725P      

Short-term investment 7,000          -          -          -          -          -          7,000          

Fair value through profit or loss 32,420        -          -          -          -          -          32,420        

AFS (excluding equity

       securities) 59,150        -          -          -          5,747      -          64,897        

HTM 13,750        33,000    6,178      40,291    31,329    228,565  353,113      

Insurance balances receivable 6,925          -          -          -          -          -          6,925          

Reinsurance assets 9,811          -          -          -          -          -          9,811          

Financial liabilities: -              

Insurance claims payable 138,892      -          -          -          -          -          138,892      

Accounts payable -              

   and accrued expenses 31,119        -          -          -          -          -          31,119        

Reinsurance liabilities 10,365        -          -          -          -          -          10,365        

Contractual maturities

 
 



<1 1 year - 2-3 3-4 4-5 >5

2014 (In thousand) year 2 years years years years years Total

Financial assets that are :

Cash equivalents 88,970P      -P       -P       -P       -P       -P       88,970P      

Short-term investment 2,000          -          -          -          -          -          2,000          

AFS (excluding equity

       securities) -              60,357    -          -          5,585      -          65,942        

HTM 7,000          11,750    33,000    8,235      29,045    231,690  320,720      

Insurance balances receivable 6,906          -          -          -          -          -          6,906          

Reinsurance assets 10,584        -          -          -          -          -          10,584        

Financial liabilities:

Insurance claims payable 143,075      -          -          -          -          -          143,075      

Accounts payable

   and accrued expenses 22,790        -          -          -          -          -          22,790        

Reinsurance liabilities 8,731          -          -          -          -          -          8,731          

Contractual maturities

 
 

It is unusual for a Company primarily transacting insurance business to predict the requirements of 
funding with absolute certainty as the theory of probability is applied in insurance contracts to 
ascertain the likely provision and time period when such liabilities will require settlement. The amount 
and maturities in respect of insurance liabilities are thus based on management’s best estimate and 
on statistical techniques and past experience. 
 
Market Risk 
Market risk is the risk of change in fair value of financial instruments from fluctuation in foreign 
exchange rates (currency risk), market interest rates (interest rate risk) and 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. 
 
Market risk is the risk to an institution’s financial condition from volatility in the price movements of the 
assets contained in a portfolio. Market risk represents what the Company would lose from price 
volatilities. Market risk can be measured as the potential gain or loss in a position or portfolio that is 
associated with a price movement of a given probability over a specified time horizon. 
 
The Company manages market risk by evenly distributing capital among investment instruments, 
sectors and geographical areas. 
 
The Company structures levels of market risk it accepts through a sound market risk policy based on 
specific guidelines. This policy constitutes certain limits on exposure of investments mostly with top-
rated banks, which are selected on the basis of the bank’s credit ratings, capitalization and quality 
servicing being rendered to the Company. Also, the said policy includes diversification benchmarks of 
investment portfolio to different investment types duly approved by the IC, asset allocation reporting 
and portfolio limit structure. Moreover, control of relevant market risks can be addressed through 
compliance reporting of market risk exposures to the IC, regular monitoring and review of the 
Company’s investment performance and upcoming investment opportunities for pertinence and 
changing environment. 
 
Sensitivity analysis of market risk exposures follows: 
 
i. Currency risk 
Foreign currency risk pertains to US$ denominated cash, special savings accounts and AFS 
investments. No foreign currency forward contracts are outstanding as at December 31, 2015 and 
2014 to hedge the foreign currency accounts. 
 

 



The carrying values of financial assets exposed to currency risk at the end of reporting period are as 
follows: 
 

Phil. Peso US $ Phil. Peso US $

Cash and cash equivalents 3,107,130P       65,876           3,744,036P       83,915         

AFS investments 64,897,468       1,375,938      65,942,476       1,477,968    

Accrued investment income 1,383,913         29,341           1,313,171         29,432         

69,388,511       1,471,155      70,999,683       1,591,315    

2015 2014

 
The following table demonstrates the sensitivity to a reasonable change in the US$ exchange rate, 
with all other variables held constant, of the Company’s income before tax and equity: 
 

Effect on

income Effect on

Increase/Decrease in Peso to US Dollar Rate before taxes equity

+P2 2015 +0.15 Million +2.9 Million

-P2 -0.15 Million -2.9 Million

+P2 2014 +0.18 Million +3.1 Million

-P2 -0.18 Million -3.1 Million  
 
 
ii. Interest rate risk 
Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. Floating rate instruments expose the Company to cash 
flow interest risk, whereas fixed interest rate instruments expose the Company to fair value interest 
risk. 
 
 
 

 
The management of interest rate risk involves maintenance of appropriate blend of financial 
instruments with consideration on the maturity profile of the security. Exposures to interest rate risk 
comprise the following: 

Interest      rate
<1 year

>1 year but    <5 

years
 >5 years

Financial assets that are :

Cash equivalents 0.25%-2.125% 91,724,798P        -P                  -P                 

Short-term investment 1.325%-2% 7,000,000P          -P                  -P                 

FVPL 1.88%-2.55% 32,419,844          -                    -                    

AFS 8%-8.75% 59,150,291          5,747,177         

HTM 3.25%-15% 13,750,000          110,798,268     228,564,575     

Due in

As of December 31, 2015

 
 

Interest      rate
<1 year

>1 year but    <5 

years
 >5 years

Financial assets that are :

Cash equivalents 0.625%-2.25% 88,969,639P        -P                  -P                 

Short-term investment 1.75% 2,000,000            -                    -                    

HTM 3.25%-15% 4,000,000            85,029,375       231,690,349     

Due in

As of December 31, 2014

 



 
The following table demonstrates the sensitivity to a reasonably possible change in interest rates, 
with all other variables held constant, of the Company’s profit before tax (through the impact on 
floating rate investments). There is no other impact on the Company’s equity other than those already 
affecting the profit and loss. 
 

Increase/ Effect on

decrease in income before

basis points income tax

2015 +200 10,333,547P     

-200 (10,333,547)      

2014 +200 8,233,787P       

-200 (8,233,787)         
 

iii. Price risk 
The sensitivity analysis for equity risk illustrates how changes in the fair value of equity securities will 
fluctuate because of changes in market prices, whether those changes are caused by factors specific 
to the individual equity issuer, or factors affecting all similar equity securities traded in the market. 
 
Management monitors movements of equity price on a monthly basis by assessing the expected 
changes in the different portfolio due to parallel movements of a 10% increase or decrease in the 
Philippine stock exchange index (PSEi). 
 
With all other variables held constant, a 10% movement in the stock exchange would result in an 
impact on equity of P19.1 million in 2015 and P23.1 million in 2014. This does not affect income since 
changes in fair value of AFS investments are taken to equity. 

 
iv. Operational risk 
Operational risk is the risk of loss from system failure, human error, fraud or external events. When 
controls fail to perform, operational risk can cause damage to reputation, have legal or regulatory 
implications or can lead to financial loss. The Company cannot expect to eliminate all operational risk 
but initiating a rigorous control framework and by monitoring and responding to potential risks, the 
Company is able to manage risk. Controls include effective segregation of duties, access controls, 
authorization and reconciliation procedures, staff education and assessment processes. Business risk 
such as changes in environment, technology and industry are monitored through the Company’s 
strategic planning and budgeting processes. 

 

8.    Cash and Cash Equivalents and Short-term investments 
  

This account consists of: 
 

2015 2014

Cash on hand 119,500P              140,500P           

Cash in banks 59,218,319           49,553,195        

Short-term bank placements 32,506,479           39,416,444        

91,844,298P         89,110,139P      
 

 
Cash in bank and short-term bank deposits earn interest at prevailing bank interest rates. Interest 
income earned on these deposits amounted to P4,003,614 in 2015 and P5,795,477 in 2014. 
 
Short-term investments totaling P7,000,000 and P2,000,000 in 2015 and 2014, respectively represent 
time deposits with original maturities of more than three months but less than one year and earn 
interest of 1.325% to 2% in 2015 and 1.75% in 2014.   ………………………………………… 

 



9.   Financial assets 
 
The reconciliation of the carrying amounts of financial assets at the beginning and end of the year is 
as follows: 

Loans &

FVPL AFS HTM receivable Total

Gross carrying value

  Balance at the beginning of year -P                  483,924,151P  320,719,724P  644,648P     805,288,523P  

    Additions 32,419,844        223,598,763    39,540,001      -               295,558,608    

    Disposal/Maturity -                    (207,012,786)   (6,532,387)       -               (213,545,173)   

    Amortization of premium (614,494)          -               (614,494)          

    Changes in:

   fair value -                    (19,370,098)     -                   -               (19,370,098)     

   exchange rates -                    3,767,339        -                   -               3,767,339        

  Balance at the end of the year 32,419,844        484,907,369    353,112,844    644,648       871,084,705    

Allowance for impairment losses -                    -                   -                   (644,648)      (644,648)          

32,419,844P     484,907,369P  353,112,844P  -               870,440,057P  

As of December 31, 2015

 
 

Loans &

AFS HTM receivable Total

Gross carrying value

  Balance at the beginning of year 437,116,608P  251,029,081P  644,648P     688,790,337P  

    Additions 208,006,699    75,158,256      -               283,164,955    

    Disposal/Maturity (181,888,780)   (5,000,000)       -               (186,888,780)   

    Amortization of premium -                   (467,613)          -               (467,613)          

    Changes in:

   fair value 20,376,162      -                   -               20,376,162      

   exchange rates 313,462           -                   -               313,462           

  Balance at the end of the year 483,924,151    320,719,724    644,648       805,288,523    

Allowance for impairment losses -                   -                   (644,648)      (644,648)          

483,924,151P  320,719,724P  -P             804,643,875P  

As of December 31, 2014

 
 
 
Fair value through Profit or Loss (FVPL) Investments  
Investments that are designated at FVPL represents Treasury Bills (TBills) issued by the Philippine 
Government with interest rates ranging from 1.88% to 2.55% per annum. TBills comprise a portfolio 
of financial instruments that are manage together for which there is an evidence of recent actual 
pattern of short-term profit-taking. Total face value of TBills as of December 31, 2015 amounted to 
P33 million and is due within 12 months. Due to its relatively short-term nature, the carrying value 
amounting to P32.4 million approximates the fair value at year-end. 
 
Interest earned on this investment amounted to P348,475 in 2015 (see Note 24). 

 
Available-for-sale (AFS) Investments 
Investments categorized as AFS includes listed and unlisted equity securities, government securities, 
investment management funds and unitized investments. These investments are carried at fair values 
determined using the quoted market prices categorized as level 1 in the fair value hierarchy. Fair 
value sources are discussed in Note 6. Unquoted equity securities are carried at cost less allowance 
for impairment due to the lack of a reliable estimate necessary to calculate fair value. 



 
The breakdown of this account is as follows: 

           

2015 2014

Listed equity securities

Common shares 67,831,583P    69,541,607P    

Preferred Shares 53,968,529      91,987,153      

Proprietary membership shares 1,500,000        1,330,000        

Foreign currency government securities 64,897,468      65,942,476      

United investment trust funds 217,467,523    170,152,028    

Investment management funds 79,242,266      84,970,887      

484,907,369P  483,924,151    

 
Realized gains(losses) on these investments reported in the statement of income are as follows: 

2015 2014

Interest 6,628,622         8,455,257      

Dividends 11,834,819       8,264,102      

Mark-to-market gains (losses) 1,812,154         11,456,254    
 

The reconciliation of unrealized fair value gains(losses) on AFS investments are as follows: 

2015 2014

Balance at beginning of year 18,600,150  4,099,057     

Fair value gains(losses) taken to:

Other comprehensive income (OCI) (21,234,108) 12,983,096   

Profit and loss 1,256,310    1,517,997     

Balance at end of year (1,377,648)   18,600,150   
 

 Fair value gains(losses) reported in OCI is net of deferred income tax amounting to P652,000 in 
2015 and P832,000 in 2014 (see Note 29). 
 
 
 
 
 
 
 
 
 
 
Held-to-Maturity (HTM) Investments 
Investments classified as HTM are as follows: 

2015 2014

Government securities

Fixed-rate treasury notes (FXTN) 89,672,843P     91,819,724P    

Retail treasury bonds (RTB)

Corporate debts and bonds 263,440,000     228,900,000    

353,112,843P   320,719,724P  
 

The FXTN and RTB carries interest ranging from 3.25% to 15% for maximum term of 16 years. 
Portion of these FXTN and RTB totaling P62.5 million in 2015 and P90.94 million 2014 are deposited 
with the Insurance Commission in accordance with the provision of the Insurance Code  as security 
for the benefit of the policyholders and creditors of the Company. 
 
Corporate debts and bonds issued by various private corporations is for period ranging from 5 years 
to 15 years from original issue. These securities are subject to a periodic interest rate of 3.8% to 
9.3%. 



 
Interest earned on HTM investments amounted to P22,189,812 in 2015 and P20,041,018 in 2014. 
(see Note 24). 

 
The maturity profile of this account is presented below: 

2015                     2014                     

Due in:

One year 13,750,000P         4,000,000P           

More than one year but less than five years 110,798,268         85,029,375           

Beyond five years 228,564,575         231,690,349         

353,112,843P       320,719,724P       
 

 
Loans and receivable 

Loans and receivable represents amounts due from third party made in prior years. Due to the 
inability of the debtor to settle the obligation as they fall due, a full allowance for impairment losses 
was provided thereon in previous years. 

 

10.   Insurance balances receivable 
 

The breakdown of this account is as follows: 
 

2015 2014

Due from brokers and agents 5,862,420P        5,663,200P     

Due from ceding companies -                     189,037          

Funds held by ceding companies 1,062,176          1,054,142       

6,924,596P        6,906,379P     
 

Due from brokers and agents have an average terms of 1-3 months. 
 
Due from ceding companies have an average term of 30 to 90 days. Funds held by ceding 
companies represent portion of the premium withheld by ceding companies in accordance with 
reinsurance agreements. 
 
There is no concentration of credit risk with respect to insurance receivables, as the Company has a 
diverse base of agents, brokers and reinsurers. 
 
Management believes that the carrying values disclosed above are a reasonable approximates of 
their fair values. 
 

 
 

11. Reinsurance assets 
 
 This account consists of: 
 

2015               2014                 

Reserve for reinsurance premium (see Note 17) 7,763,457P    9,461,507P       

Reinsurance recoverable on

unpaid losses (see Note 18) 2,047,415       1,122,817         

9,810,872P    10,584,324P     
 

 



As at December 31 2015, management believes that reinsurance assets are fully recoverable and 
that no impairment loss is necessary. 

 
 

12. Investment property - net 

  
 Details of this account follows: 

 

2015 2014

Acquisition cost 13,302,715P     13,302,715P  

Accumulated depreciation

January 1 10,192,529       9,527,393       

Provision for the year 665,136            665,136          

Balance, December 31 10,857,665       10,192,529     

Net Book Value 2,445,050P       3,110,186P     
 

The Company’s investment property is leased out to a third party under terms and conditions mutually 
agreed upon by the Company and the tenant.  Rental income on these properties amounted to 
P1,735,671 in 2015 and P1,810,808 in 2014.  Direct cost relating to the lease excluding depreciation 
expense amounted to P51,859 in 2015 and P38,894 in 2014. 

 
As of December 31, 2015, management believes that fair value of the Company’s investment 
property is not significantly different from its carrying value. 

 

13.  Property and equipment - net 
 

The breakdown of this account is as follows: 

Furniture,

Building & fixtures

condominium & office Transportation

Land* units equipment equipment Total

Costs

At January 1, 2015 93,243,800P  19,652,417P  11,648,584P  26,193,848P  150,738,649P  

Additions -                 -                 1,289,486      -                 1,289,486        

At December 31, 2015 93,243,800    19,652,417    12,938,070    26,193,848    152,028,135    

Accumulated depreciation and

and impairment losses

At January 1, 2015 17,800           19,652,417    9,651,600      22,382,547    51,704,364      

Provisions -                 -                 715,975         1,364,513      2,080,488        

At December 31, 2015 17,800           19,652,417    10,367,575    23,747,060    53,784,852      

Net Book Value

At December 31, 2015 93,226,000P  -P              2,570,495P    2,446,788P    98,243,283P    

*At appraised value

As of December 31, 2015

 



Furniture,

Building & fixtures

condominium & office Transportation

Land* units equipment equipment Total

Costs

At January 1, 2014 93,243,800P  19,652,417P  10,516,657P  24,814,852P  148,227,726P  

Additions -                 -                 1,131,927      1,378,996      2,510,923        

At December 31, 2014 93,243,800    19,652,417    11,648,584    26,193,848    150,738,649    

Accumulated depreciation and

and impairment losses

At January 1, 2014 17,800           19,475,275    8,876,052      20,531,692    48,900,819      

Provisions -                 177,142         775,548         1,850,855      2,803,545        

At December 31, 2014 17,800           19,652,417    9,651,600      22,382,547    51,704,364      

Net Book Value

At December 31, 2014 93,226,000P  -P              1,996,984P    3,811,301P    99,034,285P    

*At appraised value

As of December 31, 2014

 
 
Land and buildings are used as branch offices and portion of these buildings are also being leased 
out to third parties under operating leases. Rental income on these properties amounted to 
P2,774,847 in 2015 and P2,401,078 in 2014. 
 
Depreciation of property and equipment charged to operations amounted to P2,080,488 in 2015 and 
P2,803,545 in 2014. 
 
The fair value of the land was based on the appraiser’s report issued by an independent firm of 
appraisers on December 31, 2007. The assigned value for land was estimated using the Market Data 
Approach, which is based on sales and listings of comparable property registered within the vicinity 
that considered factors such as locations, size and shape of the properties. 
  
As of December 31, 2015, management believes that the fair values have not significantly changed 
from the last appraisal. 

 
Had the land been carried at cost, its carrying amount would amount to P9,813,681 in 2015 and 
2014. 

 
 

14. Deferred acquisition costs (DAC) and deferred commission income (DCI) 
 

Movements of this account during the year are as follows: 
 

Deferred Deferred

Commission Commission

expense income Net DAC

Balances, January 1 37,310,724P      2,689,281P     34,621,443P 

Net change in acquisition cost (1,314,703)         (60,029)           (1,254,674)    

35,996,021P      2,629,252P     33,366,769P 

As of December 31, 2015

 



Deferred Deferred

Commission Commission

expense income Net DAC

Balances, January 1 39,461,450P      2,787,248P     36,674,202P 

Net change in acquisition cost (2,150,726)         (97,967)           (2,052,759)    

37,310,724P      2,689,281P     34,621,443P 

As of December 31, 2014

 
As at December 31 2015 and 2014, management believes that DAC are fully recoverable and that no 
impairment loss is necessary. 

 
 

15. Accrued investment income 
 

The sources of this account are as follows: 

2015            2014            

Government securities and other debt instruments 4,686,273P  4,280,743P  

Short-term investment 30,622         3,967           

Cash and cash equivalents 96,100         83,996         

4,812,995P  4,368,706P  

 
 

16. Other assets 
 

This account consists of: 

 

2015            2014            

Security fund 140,167P     140,167P     

Deposits and others 1,789,988 929,874

1,930,155P  1,070,041P  
 

 
Security fund was created under Section 365 of Presidential Decree (PD) No. 612 as amended under 
PD No. 1640, to be used for payment of allowed claims against insolvent insurance companies. The 
balances of the fund represent the Company’s contribution to the fund. The balance of the fund earns 
interest at rates determined by the IC annually. 
 
Deposits, which are carried at cost, are made to secure leasing arrangements and utility services. 

 

17. Reserve for unearned premiums 
 

The analysis of this account is as follows: 



Direct Direct

Business Ceded Net Business Ceded Net

Balances, January 1 136,646,962P  9,461,507P  127,185,455P  142,614,539P  9,406,532P    133,208,007P  

Policies written

during the year 301,670,977    17,632,992  284,037,985    291,212,348    22,615,667    268,596,681    

Premiums earned

 during the year (296,973,323)   (19,331,042) (277,642,281)   (297,179,925)   (22,560,692)   (274,619,233)   

141,344,616P  7,763,457P  133,581,159P  136,646,962P  9,461,507P    127,185,455P  

2015 2014

 
 

18. Insurance claims payable 
 
Outstanding claims will become payable and materialize into claims paid when the amounts of 
insured losses suffered by policyholders were ascertained and agreed, without any contractual 
maturity date. The timing of future cash outflow arising from the provision is not ascertainable but is 
likely to fall within 3 years. 
 
The provision is sensitive to many factors such as interpretation of circumstances, judicial decisions, 
economic conditions, climatic changes and is subject to uncertainties such as: 
 

 Uncertain as to whether an event has occurred which would give rise to a policyholder 
suffering an insured loss: 

 Uncertainty as to the extent of policy coverage and limits applicable; and 

 Uncertainty as to the amount of insured loss suffered by a policyholder as a result of the event 
occurring. 

 
 
The analysis of this account is shown below: 
 

Re- Re-

Gross insurance Net Gross insurance Net

Balances, January 1 143,074,868P        1,122,817P        141,952,051P     118,002,054P          2,605,338P      115,396,716P  

Claims and losses incurred -

net of recoveries 118,680,565           3,712,184          114,968,381       133,595,585             3,226,650        130,368,935    

Claims  and loss paid -

net of recoveries (122,863,221)          (2,787,587)         (120,075,634)      (108,522,771)            (4,709,171)       (103,813,600)   

Balances, December 31 138,892,212P        2,047,414P        136,844,798P     143,074,868P          1,122,817P      141,952,051P  

2015 2014

 
 

19. Accounts payable and accrued expenses 
 
This account consists of:  
 

2015 2014

Taxes payable 23,667,056P     16,966,505P  

Accrued and other liabilities 6,691,583         5,277,016      

Commissions payable 759,873            546,827         

31,118,512P     22,790,348P  
 



The terms and conditions of these accounts are as follows: 
 

 Accrued expenses are liabilities for utilities and services that have been provided with 
payment terms of 30-90 days. 

 Taxes payable consisting of documentary stamp tax, output tax, premium tax and other taxes 
are usually paid and remitted on the following month.  

 Commissions payable are liabilities to brokers and agents for uncollected premiums. The 
amounts are settled within 12 months. 

 
Management believes that the carrying amounts are the reasonable approximation of their fair values 
as at December 31, 2015 and 2014. 

 
 
 
 
 
 

20. Reinsurance liabilities 
 
The movements of this account are as follows: 
 

Due to Funds held for

reinsurers reinsurers Total

Balance at the beginning of year 3,709,195P         5,021,510P       8,730,705P    

Additions 12,330,940         3,075,792          15,406,732    

Reductions (9,727,337)          (4,044,923)        (13,772,260)   

Balance at the end of year 6,312,798P         4,052,379P       10,365,177P  

As of December 31, 2015

 

Due to Funds held for

reinsurers reinsurers Total

Balance at the beginning of year 1,094,609P         5,868,225P       6,962,834P    

Additions 20,071,370         4,073,909          24,145,279    

Reductions (17,456,784)        (4,920,624)        (22,377,408)   

Balance at the end of year 3,709,195P         5,021,510P       8,730,705P    

As of December 31, 2014

 
 

21. Equity 
 
Share Capital 

 
The Company’s capital structure as at December 31, 2015 and 2014 is as follows: 
 

Shares Amount

Authorized - P1 par value per share 320,000,000           320,000,000P          

250,000,000           250,000,000            

250,000,000           250,000,000            

Issued and outstanding:

2014

2015

 
Dividends 

 
No dividends were declared during 2015. 



 
As at December 31, 2015 and 2014, the Company has 16 stockholders owning 100 or more shares 
each. 

 
Capital management 
 
The Company manages its capital requirements by assessing shortfalls between reported and 
required capital levels on a regular basis. Adjustments to current capital levels are made in light of 
changes in economic conditions and risk characteristics of the Company’s activities and externally 
imposed capital requirements. 
 
The company regards the following as the capital it manages as at December 31, 2015 and 2014. 

2015                2014                

Share capital 250,000,000P  250,000,000P  

Contributed surplus 33,000             33,000             

Retained earnings 462,566,589    387,274,220    

712,599,589P  637,307,220P  
 

Net worth Requirement 
Externally imposed capital requirements are set and regulated by the Insurance Commission (IC). 
The requirements are put in place to ensure sufficient solvency margins. Further objectives are set by 
the Company to maintain a strong credit rating and healthy capital ratios in order to support its 
business objectives and maximize shareholders value. 
 
Pursuant to IC Circular No. 2015-02-A, dated January 13, 2015 issued on the basis of Republic Act 
10607 known as the Revised Insurance code, domestic insurance companies under the supervision 
of IC must have a net worth of at least P250 million by December 31, 2013. The minimum net worth 
of a particular company shall remain unimpaired at all times and shall increase to the amounts as 
follows: 
 

    

Minimum networth Compliance date

550,000,000P             December 31, 2016

900,000,000               December 31, 2019

1,300,000,000            December 31, 2022

 
 
Insurance Memorandum Circular 22-2008 further clarified that the paid-up capital should remain 
intact and unimpaired at all times, the statements of financial position should show that the networh is 
at least equal to the actual paid up capital. 
 
As at December 31, 2015 and 2014, the Company is in compliance with the required minimum paid-
up capital. The statutory net worth is based on Regulatory Accounting Policies and may be 
determined only after the accounts of the Company have been examined by the IC. 

 
Risk-based Capital Requirement 
Insurance Memorandum Circular (IMC) 7-2006 provides for the risk-based capital (RBC) framework 
for the non-life insurance industry to establish the required amounts of capital to be maintained by the 
companies in relation to their investment and insurance risk. Every non-life insurance companies are 
annually required to maintain a minimum RBC ratio of 100% and not fail the trend test. Failure to 
meet the minimum RBC ratio shall subject the Company to the corresponding regulatory intervention 
which has been defined at various levels. 
 
The RBC ratio is calculated as Net worth divided by the RBC requirement. Net worth shall include the 
(i) paid-up capital, (ii) other capital surplus and (iii) Special surplus funds to the extent authorized by 
IC. 



 
Internal calculations of RBC ratio as at December 31, 2015 and 2014 revealed the following: 
 

2015 2014

Networth 762,621,268P       713,238,514P       

RBC requirement 78,623,117            81,922,116            

RBC Ratio 970% 871%
 

 
Under IMC 10-2006, integrating the regulatory capital and RBC framework, all insurers must possess 
the required capitalization and shall comply with the RBC framework requirements. 
 
The regulatory capital requirement for a given year may be suspended for insurers that comply with 
the required RBC hurdle rate, provided the industry complies with the required Industry RBC 
Compliance Rates and RBC Hurdle Rates from 2008 to 2014. For review year 2014 which will be 
based on the 2013 synopsis, the Industry RBC Ratio Compliance Rate is 90% and the RBC Hurdle 
Rate is 250%. Failure to achieve one of the rates will result in the imposition of the regulatory capital 
requirement for the year under review. 

 

22. Insurance Contracts – Terms, Assumption and Sensitivities 
 
Terms and Conditions 
The major classes of general insurance written by the Company include motor, property, casualty, 
marine and engineering. Risks under these policies usually cover 12-month duration. 

For general insurance contracts, claims provisions (comprising provisions for claims reported by 
policyholders and IBNR claims) are established to cover the ultimate cost of settling the liabilities in 
respect of claims that have occurred and are estimated based on known facts at the reporting date. 

 
The provisions are reviewed quarterly as part of a regular ongoing process as claims experience 
develops; certain claims are settled and further claims are reported. Outstanding claims provisions 
are not discounted for the time value of money. 

 
The measurement process primarily includes projections of future claims through the use of historical 
experience statistics. In certain cases, where there is a lack of reliable historical data on which to 
estimate claims development, relevant benchmarks of similar business are used in developing claims 
estimates. Claims provisions are separately analyzed by geographical area and class of business. In 
addition, claims are usually assessed by loss adjusters. 

 
Assumptions 
The principal assumption underlying the estimates is the Company’s past claims development 
experience. This includes assumptions in respect of average claim costs, claim handling costs, claims 
inflation factors, and claim numbers for each accident year. Judgment is used to assess the extent to 
which external factors such as judicial decisions, climatic changes and government legislation affect 
the estimates. Other key assumptions include variation in interest and delays in settlement. 
 
Sensitivities 
The general insurance claims provision is sensitive to the above key assumptions. The sensitivity to 
certain variables such as legislative change and uncertainty in the estimation process is impossible to 
quantify. Furthermore, because of delays that arise between occurrence of a claim and its 
subsequent notification and eventual settlement, the outstanding claim provisions are not known with 
certainty at reporting date. Consequently, the ultimate liabilities will vary as a result of subsequent 
developments. Differences resulting from reassessments of the ultimate liabilities are recognized in 
subsequent financial statements. 

Loss development table 



Loss development table for the last underwriting year, gross and net of reinsurer’s share is presented 
as follows:  
 

Motor Personal Other

Fire car accident Marine lines Total

Estimate of cumulative

claim cost

2011 1,031,250              1,428,030                 -                      -                       -                      2,459,280                

2012 -                         114,953                    -                      -                       -                      114,953                   

2013 123,150                 1,598,892                 -                      -                       -                      1,722,042                

2014 -                         27,528,116               12,167                456,386               -                      27,996,669              

2015 2,103,375              101,714,309             2,765,084           16,500                 -                      106,599,268            

Total estimated claims 3,257,775              132,384,300             2,777,251           472,886               -                      138,892,212            

Less: share of

  reinsurer 2,047,415              -                            -                      -                       -                      2,047,415                

1,210,360P            132,384,300P           2,777,251P         472,886P             -P                        136,844,797P         
 

 
 

23. Premiums  
 
Analysis of premiums is as follows:  
 

Direct Assumed Ceded Net premiums

Business Business Total Business Retained

Premiums written 298,753,577P    2,917,400P      301,670,977P      17,632,992P     284,037,985P    

Changes in unexpired risk (4,945,830)         248,176           (4,697,654)           1,698,050         (6,395,704)          

Net 293,807,747P    3,165,576P      296,973,323P      19,331,042P     277,642,281P    

For the year ended December 31, 2015

 

Direct Assumed Ceded Net premiums

Business Business Total Business Retained

Premiums written 288,578,289P    2,634,059P      291,212,348P      22,615,667P     268,596,681P    

Changes in unexpired risk 6,104,216          (136,639)          5,967,577            (54,975)             6,022,552           

Net 294,682,505P    2,497,420P      297,179,925P      22,560,692P     274,619,233P    

For the year ended December 31, 2014

 
 

24. Interest and other investment income 
 
Sources of interest income are as follows: 
  

2015              2014                  

Cash and cash equivalents and short-term investment 4,003,614P   5,795,477P        

Other debt instruments 29,166,909    28,496,275        

33,170,523P 34,291,752P      
 

 



Other investment income consists of: 
 

2015              2014              

Rental income 4,510,518P    4,211,887P    

Dividend income 11,834,819    8,264,102      

Realized gain on sale of

Available-for-sale investments 1,812,154      11,456,254    

Gain on foreign exchange 4,273,834      -                 

22,431,325P  23,932,243P  
 

 
 
 
 
 
 
 
 
 
 
 

25. Claims, losses and adjustment expenses 
 

Analysis of claims, losses and adjustment expenses paid is as follows: 
 

Direct Assumed Total Recovered Net

Claims and losses 120,898,011P    1,463,803P  122,361,814P         (2,786,435)P      119,575,379P      

Loss adjustment expenses 501,407              -               501,407                   (1,152)               500,255               

121,399,418P    1,463,803P  122,863,221P         (2,787,587)P      120,075,634P      

For the year ended December 31, 2015

 

Direct Assumed Total Recovered Net

Claims and losses 107,890,709P    1,702,185P  109,592,894P         (4,647,806)P      104,945,088P      

Loss adjustment expenses (1,070,123)          -               (1,070,123)              (61,365)             (1,131,488)           

106,820,586P    1,702,185P  108,522,771P         (4,709,171)P      103,813,600P      

For the year ended December 31, 2014

 
 

26. Commission expense and commission income 
 
       The composition of this account is as follows: 
 

Commission Commission Commission Commission

expense income expense income

Direct business 75,850,919P    -P                79,623,391P  -P                

Reinsurance business 797,490            6,396,264   727,010         7,071,985   

Total 76,648,409       6,396,264   80,350,401    7,071,985   

Increase/ (decrease) in DAC / DCI (Note 14) (1,314,703)        (60,029)       (2,150,726)     (97,967)       

75,333,706       6,336,235   78,199,675    6,974,018   

2015 2014

 
Standard commission rate for direct and reinsurance business ranges 5% to 37.5%. 



 

27. General and administrative expenses 
 

General and administrative expenses consist of: 
 

2015                    2014                

Salaries and allowances 30,726,400P        29,351,169P    

Other employee benefits 4,015,837            5,162,559        

Depreciation (See Notes  12 & 13) 2,745,624            3,468,681        

Rental and other occupancy costs 2,456,164            2,418,064        

Transportation 2,384,518            2,456,281        

Taxes and licenses 2,190,355            2,350,748        

Repairs and maintenance 1,871,618            4,461,788        

Communication and postage 1,808,019            1,637,325        

Representation and entertainment 1,629,700            1,601,522        

Professional fees 1,496,004            697,142           

Association and pool dues 1,282,001            1,234,817        

Supplies 1,188,353            1,407,269        

Professional development 1,021,247            281,253           

Advertising 560,077               378,883           

Foreign exchange loss -                       1,770,279        

Miscellaneous 1,490,581            1,495,245        

56,866,498P        60,173,025P    

 
 

28. Retirement benefit cost 

The Company maintains a funded retirement plan, which is a defined contribution type, covering all 
regular employees. The Company periodically contributes to the plan at 5% of employees’ monthly 
salary. After rendering a service of at least 10 years, the amount payable to the retiring employee is 
his/her contribution, net of administrative fees and expenses plus all income thereto. The plan is 
administered by a bank-trustee. At regular intervals, an actuarial valuation is made to determine if the 
retirement benefits due to the employee is not below the framework of Republic Act 7641, otherwise 
known as “Retirement Pay Law”. 
 
Contribution to the plan amounted to P422,684 in 2015 and P1,152,786 in 2014. 

 
As at December 31, 2015 and 2014, the distribution of the provident plan is as follows: 

2015 2014

Debt securities 36% 44%

Cash and cash equivalents 19% 31%

Equity securities 45% 24%

Loans and receivables 0% 1%

100% 100%
 

 

29. Income Taxes 
 
The major components of provision for income tax for the years ended December 31, 2015 and 2014 
are as follows: 
 



2015 2014

Current

Regular 6,219,255P       5,583,754P    

Final tax 4,492,055         4,148,252      

Deferred 5,757,137         (771,048)        

16,468,447P     8,960,958P    
 

 
The reconciliation of tax on pretax income computed at the applicable statutory rates to tax expense 
is as follows: 
 

2015                 2014              

Statutory income tax 27,528,245P     21,042,719P  

Adjustments for:

Income subjected to lower income tax rates (11,228,398)      (9,576,148)     

Non-taxable income (5,588,537)        (1,734,565)     

Effect of deferred income tax 5,757,137         (771,048)        

Actual provision for income tax 16,468,447P     8,960,958P    
 

 
 
 
 
 
 
 
 
 
 

 
Significant component of Company’s deferred tax assets and liabilities recognized in the financial 
statements is as follows: 
 

2015              2014              

Deferred tax assets

Allowance for impairment of assets 198,734P       198,734P       

Unrealized foreign exchange loss -                 151,949         

Excess of unearned premiums per books

over tax basis -                 5,981,591      

198,734P       6,332,274P    

Deferred tax liabilities

Deferred acquisition cost -net 10,010,031P  10,386,433P  

Revaluation surplus on:

Land 25,023,696    25,023,696    

AFS 652,000         832,644         

35,685,727P  36,242,773P  
 

 
The movements of deferred tax assets and liabilities are as follows: 

 
 



Beginning Profit and loss Equity Ending

Deferred tax assets 6,332,274P         (6,133,539)P        -P                   198,735P         

Deferred tax liabilities (36,242,773)        376,403               180,643          (35,685,727)      

(29,910,499)P      (5,757,136)P        180,643P        (35,486,992)P   

As of December 31, 2015

Changes taken to

 

Beginning Profit and loss Equity Ending

Deferred tax assets 6,178,015P         154,259P             -P                   6,332,274P      

Deferred tax liabilities (36,030,995)        616,789               (828,567)         (36,242,773)      

(29,852,980)P      771,048P             (828,567)P      (29,910,499)P   

As of December 31, 2014

Changes taken to

 
 

30. Reconciliation of net income under Philippine Financial Reporting Standards (PFRS) and net 
income under Regulatory Accounting Policies (RAP) 

 
PFRS varies in certain respects from RAP prescribed by the Insurance Commission particularly in the 
computation of reserve for unearned premiums. A reconciliation of net income under PFRS and net 
income under RAP as at December 31 is presented below: 
 

2015                 2014              

PFRS net income 75,292,369P    61,181,438P  

Add(deduct):

Difference in change in reserve for 

unearned premiums - net (19,938,636)      7,701             

Deferred acquisition cost - net 1,254,674         2,052,759      

Foreign exchange loss (gain) (4,273,834)        421,767         

Effect of deferred income tax (5,757,137)        771,048         

Others 18,791,777       (342,432)        

RAP net income 65,369,214P    64,092,281P  
 

 
 
 
 
 

 

31. Supplementary Information required under Revenue Regulations 15-2010 and        19-2011 
 

The Bureau of Internal Revenue (BIR) issued Revenue Regulations 15-2010 and 19-2011 which 
require additional tax information to be disclosed in the Notes to Financial Statements. The following 
information covering the calendar year ended December 31, 2015 is presented in compliance thereto. 
 
(i) Supplementary information under RR 15-2010 

 

 The details of VAT output tax declared in the Company’s 2015 VAT returns and their related 
account are as follows: 

 



Amount subject to VAT Output tax

Premiums 309,866,495P              37,183,979P              

Commission 972,804                       116,736                     

Rental income 4,320,852                    518,503                     

315,160,151P              37,819,218P              
 

 

 The VAT input tax claimed is broken down as follows: 
 

Balance at the beginnning of the year -P                      

Current year's domestic purchases/payments for:

Goods 1,578,527              
Services 8,578,754              

Applied against output tax (10,157,280)           

-P                      
 

 The premium tax on personal accident insurance paid and accrued amounted to P72,601. 
 

 The documentary stamp tax paid/accrued for insurance policies is P37,356,712.  
 

 The amounts of withholding tax payments, by category are as follows: 
 

Tax on compensation and benefits 3,082,737P        

Expanded withholding tax 8,858,796           
 

 As at December 31, 2015 the Company has no pending tax cases within and outside the 
administration of the BIR. 

 
(ii) Supplementary information under RR 19-2011 

 

 The details of Company’s revenues for income tax purposes are as follows: 
 

Net premiums retained 257,703,647P  

Commission income 6,276,206        

Rental income 4,510,518        

268,490,371P  
 

 
 
 
 

 

 The breakdown of Company’s direct costs for income tax purposes are as follows: 
 



Claims and losses incurred - net of reinsurer's share 114,968,381P       

Commission expense 75,333,706           

Salaries, wages and benefits 23,202,883           

Materials, supplies and facilities 4,401,788             

Transportation 1,907,614             

Taxes and licenses 1,801,086             

Representation and entertainment 1,303,760             

Underwriting expense 650,963                

Rental 379,944                

Depreciation 357,988                

Miscellaneous 560,077                

224,868,190P       

 
 

 The breakdown of Company’s itemized deductions for income tax purposes are as follows: 

Salaries and allowances 11,106,002P  

Depreciation 2,387,637      

Rental and other occupancy costs 2,286,862      

Professional fees 1,496,004      

Association and pool dues 1,282,001      

Professional development 1,021,247      

Transportation 476,904         

Other employee benefits 433,350         

Taxes and licenses 389,269         

Investment expense 360,488         

Representation and entertainment 325,940         

Communication and postage 255,560         

Miscellaneous 1,130,094      

22,951,358P  
 

 

 The details of taxes and licenses presented under administrative expenses in the Company’s 
statement of income are as follows: 

Real estate tax 606,025P       

Local business taxes 1,080,122      

Community tax certificate 10,500           

Fringe benefit tax 120,672         

Others 373,036         

2,190,355P    
 

 

32. Other significant matters 
 

Contingencies 
In the normal course of business, the Company may become defendant in lawsuits involving 
settlement of insurance claims. The Company recognized adequate provisions in its books to cover 
possible losses that may be incurred on these claims. In the opinion of management, liabilities arising 
from these claims, if any, will not have material effect on the Company’s financial position and will 
have no material impact in the financial statements, taken as a whole. 
 
 



 
Operating leases 
Company as lessor 
Portion of the companies provincial branches are leased out to third parties. Future minimum rentals 
receivable under the operating leases as at December 31, 2015 and 2014 are as follows: 
 

2015            2014            

Within one year 4,622,928P  4,402,789P  

After one year but not after five years 4,736,044    4,609,000    

9,358,972P  9,011,789P  
 

 
Company as a lessee 
The company enters into a rent agreement for the lease of certain provincial branches. Lease 
contract covers a period of 1 year, renewable at the option of both parties. Rent expense charged to 
operations amounted to P379,944 in 2015 and P305,408 in 2014. 

 
Related party transactions 
Parties are considered  related if one party has the ability to control the other party or exercise 
significant influence over the other party in making financial and operating decisions.  The related 
party transactions are recognized based on transfer of resources or obligations between related 
parties, regardless of whether a price is charged. 

 
Related party transaction consists of compensation to key management personnel as follows: 
 

           

2015            2014            

Compensation and benefits 6,681,666P  6,366,967P  

Retirement benefits 261,500       388,167       

6,943,166P  6,755,134P  
 

 
Current and non-current distinction 
 
The Company’s current assets and current liabilities are presented below: 
 

2015 2014

Current assets

Cash and cash equivalents 91,844,298P    89,110,139P    

Short-term investment 7,000,000        2,000,000        

Financial assets 105,320,135    4,000,000        

Insurance and reinsurance assets 16,735,469      17,490,703      

Accrued investment income 4,812,995        4,368,706        

Deferred acquisition costs 35,996,021      37,310,724      

261,708,918P  154,280,272P  

Current liabilities

Accounts payable and accrued expenses 31,118,512P    22,790,348P    

Reinsurance liabilities 10,365,177      8,730,705        

Insurance claims payable 138,892,212    143,074,868    

Reserve for unearned premiums 141,344,616    136,646,963    

Deferred commission income 2,629,252        2,689,281        

324,349,769P  313,932,165P  
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