
COVER SHEET
for

AUDITED FINANCIAL STATEMENTS

SEC Registration ilumber

ls [o lz

',-r,l
I

v I s A Y A N s U R E T Y A N D

Name

I N S U R A N c E c o R P o R A T I o N

U N I T 1 4 0 3 K E P P E L c E N T E R

Office

c o R S A M A R L o o P A N D G A R D I N A L

R o s A L E S A v E c E B U B U S I N E S s P A R K

c E B U C I T Y

A F s

Fom Type

Company's Email Address

No. of Stockholders

59

Nanc of the Contact Pe6on

Kenneth L. Go

Depadmenl requiring the report Secondary License Type, lf Applicable

Annual Meeting

Month/Day

January/2nd Thursday

CONTACT PERSON INFORMATION
The designated contact pe6on [tUSf be an officer of the Corporation

Email Address Telephone Number/s

COMPANY INFORMATION

t{umberls

ruby@visayansurety.com

Mobile l{umber

+639983019300

Fiscal Year

Mobile l{umber

032-2311627 +639983019300

Contact PeBon's Add.ess

Unit 1403 Center Cor. Samar and Rosales Cebu Business Cebu

occunence thereofwih fie infomatton and complete contact details of the new contact person designated.

032-2311627

December 31



\IISAYAF{ SURHTY ANM INSURANEE CORPORATION
[' .-.,-"-.-.-., l!;,-*^
uu,llFg.i1,: iliSttrE

CERTIFICATION

I h^.^h.. ^^r+;i, +traf ^tl +t a ^^|-,..--^^r- ^h^^t,^/,! ^-^ ^++^^tr ^^r r-^.-^+^.r iiElcu,u uElrri! riidl. cir Li rc i.urlrHiiriEltiJ ui rEU,\uu orc flirGLrru(r t,\,lt.iil

STA. AilA RI\/ERA O{ CO

3

ELTON G.
Da.+6 

^ 
FI dtUtgr

STOCI( CORFORATION
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e Financla! Staternents

2. Auditors' Report or Treasurei"'s certification, as applicable
[ii-rA regi*!r a.iion i-:unrl.er oi i]:e ex.terna.i ai_riiiior"

-?. Staten-lents ef Financial Position

4 Statements of Comprehen-siire lncome

5. Statements of Changes in Equity

6. Statements of Cash Flows

7. Notes to Financial Statements
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Auditor's report is required if the Paid-up Capital Stock of the Company is P50,000.00 or more.
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The management of VISAYAH SURETY AND INSURACE CORPORATION is responsibte for the
preparation and fair presentaticn of the financial statements including the schedules attached therein, for
the years ended December 31, 2A21 and 2020, in accordance with the prescribed financial reporting
framework indicated therein, and for such internal control as management determines is necessary tI
enable the preparation of financial statements that are free from material misstatement, whether Oui to
fraud or error.

ln preparing the flnancial statements, management is responsible for assessing the Company's ability to
continue as a going concem, disclosing, as applicable matters related to going concern an-d using ine
going concern basis of accounting unless management either intends to iiqui-ate the Company Lr to
cease operations, or has no realistic alternative but to do so.

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

The Board of Directors reviews and approves the financial statements including the schedules attached
therein, and submits the same to the stockholders.

5ri',,: r:ri Unit 1403, 14lF lGppel Center, Samar [oop cor Cardinal Rosales Avenue
CebuBusinessPark,CebuCrty . TeLNos, (032) 23t 627,Z3Lg58L,4l6.3W,qts.BZBT

Telefax No. g1Z), 415.5256

STATEMENT OT ITANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

Sta. Ana Rivera & Co., CPAs, the independent auditor appointed by the stockholders, has audited the
financial of the Company in accordance with Philippine Standards on Auditing, and in its
report to the has expressed its opinion on the fairness of presentation upon completion of
such audit.

w. Go L.
of the Board Executive Officer

:JO
Ititl

MARTIN
Treasurer/Chief

QUA
Officer

Signed this 27th day of May,2A2Z
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RHPORT OF INDHPHNCIENT AUOITORS

The Stockholders and Board of Directors
trl(lAVrx.N.l e8 tt)t'irv AILIr\ lhlel lI}n illl* I: r*d1fi:llr\ElA"lfl{"lhitiJFiF,r uvr\bt , n!t9 rrlvvrar.!vq v\raal vr\rairur(

!!n!t 14O3 Kenne! C+r':t-or co!' 52m3l Loon & CalCine! P"ceeles Ave:.,ue
Cebu Busirress Park, Cebu City

Report on the Audit of the Financial Statements

Opinion

\.4-./e have audlted the f!nancle! statsments ef V!-qAYAN -el-!RETY AND !I!-er-!P-ANeE
CORPCRATION {"the Cornpany"}, rvhich conrprise the statements of financial position as at

r: :i.'Y:Eei -r I r J* ai,i.r - ,.-:, ; .l tne Si3[e,]'re|liS Ji JCr-f,[: rir:.1-i;Ve lnCCme. StEiBll"rei-:.5 Oi

changes in equity and statements of cash flows for the years then ended, and notes to the
iinanoal statements. inctuoing a summary of significant accounting poiicies.

In our opinion, the accompanying financial statements present fairly, in all materiai respects, the
..^^.^,^iF^^l+l^^^++h^/.aa*^^.,^^^+ii^^^ffh^P,j4.iil,i.liltdl tutdt puJtuut I ur (ilEi L/r.,/lllPdily dJ ar ugugiltugr J t, LvLl dllu zvLv. dilu ItJ ilrrorrurol
performance and its cash fiows for the years then ended in accordance with Philippine Financial
Pannrr,n,r 'it:r, i:rr,'lc : iltrPQ\

Easls for Cpinian

We conelueted our audits in accorclanee with Philippine Standards on Ar-rciiiing {PSAs). Our
responsibilities r"lnder those standards are further described in the Audifor's Responsibilities for
ii.- j..,_,. ' '- ;' -, .,., Sl:iv,jrc,,iS Seut;C,l r,;i urri'.apOi'i. r,'vc.:r'e i,i;rpe,-,,-.i*,il .,,i lhg Cur'1l[]dily
in accordance with tne Code of Ethics for Professional Accountants in the Philippines (Code of

- -t.L ^ttrUrtus/ Lugcti rei wltti Ule eUlluijl tequileilreil[5 Lr rirr. ilte relevirilr, r.u uul auult ul LIle lIlilllurilr
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance
rr/;tl1 thac^ ran,,iramanto anA lha t''nrla n{ Ftlrrnc \A1a hal,arra :hq{ lha ar rr{it arrirlanna rr,o itrrravvrrr l .r 'uru ' uYuil

cbteined is suf,ricient end ?ppropriete tc p:'c,",ide e .besrs fc:':,-:r'oprnicn.

Emnhasis of Matter

\n /^ ..1.^\., a**an*ian +a hla+a ?'1 in +ha na+aa af finanaial a{a+amanlo 'rrhiah naca.iha +ha lilzal,r imna^+ti- Jjj.', g.iJ,/i.U,t Lv t!v.v U r :ir r;iU,'v\UJ vi ii,'ui'vlu, J(uiU.iiuii(J. iuii;v.r uuiui,n! ii,a lillgi) ,;i;JgWi

of the business disruptions as a result of corona virus outbreak to the Cornpany's financial
conciition end performance aftcr the end of the re'Jorting nonod LJur opir:ion is not quaiified in

respect to this matter.

Responsibr/ities af Management and Thase Charged with Governance for the Financial
Ola?a m a r?a,iGlgrrrSrraD

IVlanagement is responsible for the preparation and fair presentation of the financial statements in
aecordance with PFRS, and fo!" sr-Jeh internal contreii a$ flanagement deterrnine$ is nece$sary to
enable the preparation of financial statements that are free from material misstatement, whether
due tt: fraud or error.

ln preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disciosing, as applicabie, matters
and rrcinn tha 6oinn COnCefn baStS Of aCCOgntinO rrnlacq rnanatrefnent''"':l -"

ihe Company or to cease operations, or has no reaiistic aiternative but to cio

Telefax numberc: {032} 253-4658, 4i2-17 13, 412-1843
E-i"4ail: audit@staanarivera.corn

SFC Accreditatir:n No. 0218-FR-3 r:ntil Seoternber 4 2022
BOAJPRC Cert. of Req. No. 0144 until September 12,2022
NEA Accreciitation Ncl. 2020-1-00066 until Januarv 14 2423
[:igi], ,4+,lrsqiitatir:n ila. il'irii.i ,Ji":s (,.rf to 2I);.1 4,,, 'ii i: ilfri,,"jl

TrN 001-075-090-000
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Those charged with governance are responsible for overseeing the Comnany's financial reporting

i-rluffiJn.

Audifors Responsitrili$es for the Audit of the Financlai Stafernenfs

Our obiectives are to obtain reasonable assurance about whether the financial statements as a
whole are free frq:m nraterial rnisstaternent, whether due to fraud or error, and to issue an auditor's
i*i:;,,-:ri iirxi i;:;irrij'*s,iur Jp;'1itrfi ie,:;. '*-.ris :;sr;rel,:B r: * itiEi; l+v*'; ':l;issiJifiillls, i:ui is nct *
guarantee that an audit conducted in accordance with PSAs will aiways detect a material
misstatement when it exrsts. iviissratements can arise from frauci or error and are considereci
material if. individuallv or in the aggregate, they could reasonablv be exrrected to influence the
^^^,.^*.;- 

..1^.",-.^^- ...f ,,-^-- lal.an an *nr. kaeia *{ tha..a {i^-..^i^l a{a}a.,Hr n{nguuttuttltL ugu!:rut :: vt u)gt ) Ldngt ivtl utg udotD ut Lt tgog iltldltulgt DLoLEtliEt,Ln.

As paft of an audit in accordance with PSAs, we exercise professional iudgment and maintain
rrr,-,faeeinn :l ek*ntiri<m ih rn; lnhnr it ifi.r ri irj:t rA"icr : jc.n

ldentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, desren antl perlcrr:.: audrt procedur-es rssooflsive io those rislts, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk ot not detecting a material misstatement resulting from fraud is hrgher than for

,t+;^- f--* .F.a,,,'t 
'a^,,;6,,^t,,^ ^^il,,-;^^ {^"^^-. i-..--r;^a-r -M;.--i^-.. - lr-,. j .-{ - .. U,,L. il3 :.dL,U i,rdJ' i{i9.-,rC vLriUbiU!,. 

'vi Sg.r. r..L[':L'v ,dr ui 'riJiL,',J.

misrepreseniatrons, or the override of internai controi.

Obtain an understandino of internal control relevant to the audit in order to desian audit
^rnaaHr 

rrac 
'.rai 

-"^ ;^"^^ri+*n in +hn nirn.molannao ki rr nn+ {nr +h,r 
^,,"i^-,- ^tPIWUEVUIgO tllql qlE qyF.lVPllalg,ll tllE UilUUlllolollvEtl UUL l,U'l iUl tllE HLIIP\/JE tJl

awnraccinn an anininn an lha af6aalirranacc a{ tha !'-amnrn'r'c intarnol cnntrnl

Evaluate the apprr:priateness of accounting nolicies used and the reasonabieness of
a^rimaina a.rd ral+i,'l|rF/.1^r',.^^ ,*6d^ a', ma*ana*rantqULVUI rL, lg gJtl' LO(95 oi lU I gldlgu UIJU:UlLllgJ l1:5UU Uy , I lgJ rgggll,Cl lL.

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a materia! uficsrfainty
exists related to events or conditions that mav cast significant doubt on the Comoany's
ability to eontinue as a going concern. lf we conclude that a material uncertainty exists,

--.- :.-J ,..- S--.. ^rl-.-.1 .-- - - -,,J:a--'^ "--^J r^ rL^ - ' +L-,*i i,t i*v., r'efi i'f, :,'aw a.ii.'.ir-.-: ,;' 'ru'' 6uifiiiOf S iepOr-t tO ifie ielaierj ur:wr,jSuleS iri ii-li
financiai siatements or, if such disclosures are inadequate, to modify our opinion. Our
^^-^i..^:^-^ ^-^ L^^^^ ^^ tL^ ^..i:. ^,,.i^- ..^ .^ .L^ 

^^.^ ^i ,A,.^- ^L,Uil\,ruilurrS dlg uclbEu uil r.{ru duur( cvluEiluc uutdilleu up Lu r.ilu ud(E ur tJur duurtur }
report. However, future events or conditions mav cause the Companv to cease to
rnrrlin, 

^^ih^ ^^^^^r,1uv,!(r|u9 oo o yurrrv uurrutrrr

Evaluate the overall presentation, structure and content of the financial statements,
incrudrno tne '4isclosu!'es and \i/hether the iinar:cial staternents reoi-esent the ,-rnderlvina't "- - **'- -"'- -r' - ''"--,,J "J
transactrons and events in a manner that achieves fair nresentation

We communicate with those charged with governance regarding, among other matters, the
nirnnari c.\^^6 nn,.'l irm,nn nf tl a ar r."lrf rnr',1 einnrfiaatr* a, rrii* {inrlinneruuPU c.,:u (rr Lrru quvr( GIU Jv'r!'rvorrL qL,vrL ilrrurrrvo.
doficianaiac in inlornal nnntrnl that rrra idonti{rr rlr rrina nr rr sr rrlit:rrr t usr rt rw vur ssur.,
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Report on the $upplementary lnformation Required under Revenue Reaulations A2-2014
qnel ,l E ?fA-II'I qhr{ Q,( tr}r't'5f'}
6rn!, su-&u tu Rtll! uT-&s6u

Our audits were conducted for tlre purpose of forming an opinion on the basic financial
statements tal<en as a wlroie. -t he suppiementarv iirforniation required r-rncler Revenue
Requlations 02-2014 and 15-2010 in Note 28 to the financial statements are presentecl for
purposes of filing \uith the Bureau of lnternal Revenue, and are not a required parl of the trasic
f'rt;-,c:r! :t;tr,"r-c:tt: S'"rilt !11f,li't';tti :; ;: lhs l'c:p:l-t:il:ilit7 l, th: r;;-"x;;1::::.:l:f l-flts,lt,y,q!r"1
SURETY AND Di\iSURAftleE eORFORATiOtctr. The iniormation has been subjecteo ro the
auciiting proce<Jures appiiecj in our aurjit of ihe oasie finarrciai staiernents in cur opir:ien, the
information is fairly stated in all material respects in relation to the basic financial statements
+otran aa a 

'",h^l^LSI\U' I gJ U VUI IV'L,-

STA" ANA RIVERA & CO.
RF(l drnra.-liloti.rn l,l,r n:1R-trF-f rrnlrl ::anLanrhar rl ,)i'tt- //i:rnrrn Fr!r,(a(-.L,r 1.L... u,,. i'_'-t i1-u Lr!iiii .jEijiEiiiijui +, a\j44 \\JiuL:y ci
EOA-lPRC Ce{ cf P.eg. t\!o. 0-144 unti! Septen-lber 12.20?2
NEA Accreditation No. 2020-1-00066 until January 14,2022
BSP Accreditation hlo. 0'144-BSP (up to 2A24 Auoit Ferioci)
BIR Accreditation No. 13-000057-001-2019 until November 28,2022
TiN 001-075-090-000

EtTO
rl^.+,, ^ldtLtlE

CPA 4 4 4An4

TIN 7 -996-000
P .la.nLrani 17.7rJ72. Cet:u t-lilv
BSP Accreditation No. 1 '1 1601-BSP (up Io 2024 Audit Period)
B I R Accred itation N o. 1 3 -022312-002-2020 u ntil J une 5, 2023

Cebu City, Fhilippines
r\^"il ';r t -tt-\'i-j
nvtI aw\ LvLL

By
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Q*.r fi.no Firrrtra 9* flr^o
VEX'1n .1"{"n i{4 I tE :f ij}g &{ /..ffr 'i*r'(xtr

f ertrf!ed Fu!:lic A.ccsuntants SEC Accreditation No. 0218-FR-3 until September 4.2022
BOA/PRC Cert. of Reg. No. 0144 until September 12,2022
NEA Accreditation No. 2020-1-00066 until January 14,2023
BSP Accreditation No. 0144-BSP (up t"o 2024 Audit Period)
TIN 001-075-090-000

REPORT OF INMEPENDENT AUDITOR.S
-r;.i l, 'L:,-', i: i : l-,' : ; .. Lf, , t: ;i=i=l1 ll = ;-

The Stockholders and Board of Directors
Vl$AYAtil p^tlEi[:'H 'j l,.ND f [.JSB j${AF!r-[r 'jr."]q ;t"; ,:-:;r i !r.i".

Un!t 140-a Kenne! Cenlor nnr Qamer lnnn.3. Ca1C{inal F.CS=leS Aven,:e
Cebu Business Park, Cebu City

We lrave auciited in accordance with Phiiippine Standards on Auditing, the financiai statements
^r \'!qavArrr errDtr-r'Y I,FID tl'!St.!P-l.l'CF:CRP?P-AT!0ll er et cn.! f:r thr,,,e:ir ?ndiC._iv,i.i ./Du aie! E

December 3i,2021 and 2020, and irave issued our repoft thereon dateci ,rrprii 3Cr, 2022 Our
audits v,'ere macie fct tire purpose of fcrrrrirrg ar: t:pilrioir on the i.;asic liiralrciai staien:erris iai<err
as a whole The tabular schedule of Philipoines Financial Renortino Standards is the
!:::a,'it1::'.i!:1 . r. .lr: i_,-,r:._r-Xa,. i ri,j.,a"1sr.- -, --'- -J..'-. :- .' :- .-, -c

cenrplyinc wlth -Secr:rltles Recr:lation CaCe RLrle 68, .a.s A.nended {2011) anc! is not part of the
basic financial statements. This schedule has been subjected to the auditing procedures applied
in ihe auciit of basic finariciai statemr:nts, ancl in our opinion, iairiy si,ate, in ail materiai respecis,
the information required to be set forth therein in relation to the basic financial statements tal<en
as a whole.

ST,A. AN.A RIVERA & CO"
'lil,- :r^,./."iif .r' . ' i'{.r rrl la Ef-. ) r,,r,r' l,-.rr:r+l-rr;1 :r.l-t? iJ:r.1,,r\ Di..iLu /-.L._r=,-,lLLlLt-tt r:r_ u- JL.-r 1.,-_ !,!iLi' JniJ;=iiiilci -i-:ria: \"\JiL;Ljl-r Dj
BCA/PRC Cert. cf P.eg. !',!c. 0144 until Sept=rnber 12,2A22
NEA Accreditation No. 2020-1-00066 until January 14,2023
BSP Accreditation No. Ulzl4-tsSFr (lrp to 2UZ4 Attdrt Perroel)
BIR Accreditation No 13-000057-001-2019 until November 28,2022
TIN 001-075-090-000

LLO

Nln 4 '1 '1 Al-14

Irlo 35/b519, ianuani '12,2022, L-;ebu Ci[,/
Accreditation No. '1'11601-BSP (upb2A24 Audit Period)

BIR Accreditation No.13-A22312-002-2020 until June 5, 2023

'-euu City, Firiiippines
i^rii lr-r )ilf lt \vt tt !w 1 LvLL

By

i',.. .. . --:' r :'J l..r.;-;. -':;:l:.,-'' . . ::i. ::".1;i; ... '.'l:,r-?.i rLl'li.l3. .-e::: -;1.'r: -. r j .,Jl
Teleiax numbers. (032) 253-4658, 412-1713, 412-1843

a n,i^ii. -,,^,ra^,-.^^^^.i.,^.^ ^^'-
--r!rsrt. srrur(gJLodrrsl rvgi o.uult i
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RHPCIRT OF INUHPHNDENT PUBLIC ACCOUNTANTS
lJri r rrrfrrrurn-L J?tall-rlrL tlU I \Jli t lLlrtk vryt!lr :::L

ctrl^l tplT!trQ atiln trycuaItGtr t'-nMlLntsstnN
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. i.r- 
-r:-:

The Stockholders and Board of Directors
trrenvah.l q! tatrTv ahJn ttlel IpAN(ttr crlElcrnpaTlnill
l!nit 1/fl? Kennel Cent.or r-or Sam=r !oon & Czr{inp-l. Pos.e!qs- -A','en!re

Cebu Eusiness Park, Cebu City

We have examineci the financrai starements of VTSAYAN SURETY AND iNSURANCE
CORPORATICIN as at and for the vears endeei December 31 ?-021 and 2020 on which we have
. ,,, .,\1,,.i !x1 ^-!/ ^ ,r^".i )a 1/"r') l
irtill€Js! u!i1 i*HUl( *sicu r\vrti uv. LvLz.

ln cornpliance with SRC Rule 68, we are stating that the said company has 59 stockhotders, each
GW*iE"Ig tS$ sharm qrrller+-

STA. ANA RIVERA & GO.
CEr\ A ^^F^/.1;*^+i^n arl^ na,t O f lf A , tB+il Can+artl..ar ,{ ln/)5 ,'n"^.,^ A\uLv nuLrEurtatiu!t trv. v4 ru-r r\-u urrLil 991/rErrrwEr T, LVLL \vtvuv uJ
tr6A/DDa laar* a{ f)an hln f\4AA t rn*il Qanlamh'ar 41 1f\11iu vuir. vr tavy. iiu. u i-- uiilir guPrvrliu9i rL. Avil

NEA Accreditatlon No. 2020-1-00066 until January 14,2423
fiSF Accrediffiro* No- *144-BS,F lup te 2S24 Audit Ferfod'i
BtR Accreditation No, 13-000057-041-2019 until November 28.2422
TtN 001-075-090-000

EL
Darlnt qlLll

CPA hln 't'l'lAO4

l\;, .j,t:li.i.i..li:t_:,r.tqt-r,i '1 J :\);': l-e:,u l-,]lo;

P Accreditation No.'111601-BSP (uoto2024 Audit Period)
BiR Accreditation No.1 3-022312-002-2020 until June 5, 2023

Cebu Crt-V, Pniiippines
,1y{ il vuJ -u&-

SEC Accreditation No. 0218-FR-3 until Seotemher 4. 2.022
BOtuPRC Cert. oi Reg. No. 0144 until September 12,2022
NEA Accreditation No 20?0-1-00066 until 'lanuary 14 2Q23

$f! ,Acrie{jit€tisn i,ic. l14i.r a_.r ,:f .i .: ., ,i ,ILr,iri Ferion\
'x'rN c01-075-090-c00

BY:

S{dte t{5; Lffi Ehtf,efrq; Legffii fuef" mnter M".f- EtemwAene, Cekr SEy F-€}, SosE ffi
Telefax numbers: (A32, 2534658, 412-17 13, 412-1843

E-Mail: audit@siaanarivera.com

L



Exhibit A

VISAYAN SUREW AND INSURANCE CORPORATION
STATEMENTS OF FINANCTAL POSITION
December 31, 2021 and 2O20
(ln Philippine Pesos)

2021 2420

ASSETS

Current Assets
Cash and cash equivalents
lnsurance receivables, net
Other receivables
Loans receivable
Current fi nancial assets

Financial asset at fair value through profit or loss
Available for sale financial assers
Held to maturity financial assets
Short-te rm fin a n eial a ssets

Current tax asset
Other current assets

437,352,439
322,649,341
114,M7,830
144,157,U3

5AJ23,757
12,942,091
71,858,185

333,11,1
239,536

324,239,511
344,299.590
104,138,749
167,377,778

49,288,241
12,971,364
56,488,622

275.130

Noncurrent Assets
Property and equipment - net
Noncurrent financial assets

Held to maturity financial asset$
Noncurrent loans receivable
lnsurance contracis

Deferred acquisition cost
D efe rred rei n su ran ce p rem i u m s

Deferred tax assets

Current Liabilities
Accounts payable and accrued expenses
Due to reinsurers
Claims and losses payable
Deposits
!nsurance contracts

D eferred rei n su ra n ce commisslons
Reserve f0r unearned premiums

31,84s,354 31,496,2A0

Assets

, 2,085,036,??4

LIABILITIES AND EQUITY

't87,393,350
125,745,850

60,246,424
128,542,025
11,863,,t04

146,724,299
200,948,831
230,757,593
67,553,3{7

29,633,379
2A6,294,840

190,699,367
109,055,662

63,902,631
100,1 'r 8,51 7

10,406,594

120,093,'1 '16

143,131 ,211
139,81 7,918
86,362,1 0B

18,70A,144
284,826,669

101

25,909,901 22,833,124
Noncurent Liabilities
Accrued retirement obligation
Deferred tax liabilities

Tr

Equity
Share capital - P100 par value
Additional paid in capital
Contingency surplus
Deposits for future subscription
Other comprehensive income

Unrealized gain on AFS financial asse| net of tax
Appraisal increase, net aftax
Remeasurement loss, net of tax

Retained

300,000.000
1,500

179,565,375
296,250,000

815,372
3,177,988

{364,831}

300,000,000
1,500

I 79,565,375
296,250,000

621 ,101
3,257,893
(340,509)

See accompanying nates to financial statements.
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Exhibit B

VISAYAN SURETY AND INSURANCE CORPORATION
STATEIiENTS OF COiTPREHENSIVE INCOUE
FortheYears Ended DecemberS'1,2O21 and 2020
(ln Philippine Pesos)

2021 2020
Revenues
Earned premiums
Earned commission

373,356,757
48,921,831

429,229,'155
31,868,443

Total Revenues 422,281,588 461,097,598

andNet insurance

Other Revenues (Expense)
Loss on recognition of market value 895,516 5,964,770

lncome

Total

41 771

275,851,452 245,090,000

133

Expenses
Commissions - bonds, fire, casualty and marine
Compensation and benefits
Service fee
Depreciation and amortization
Rent
Taxes and licenses
Utilities
Professional fees
lnsurance
Retirement expense
Provision for doubtful accounts

{26,941,399
42,836,277
6,399,573
5,873,e52
4,625,137
1,744,459
1,631,639

828,315
272,42X

3,076,777
6,587,459

118,s99,s50
29,183,653

4,621,241
3,827,351
2,663,960

995,178
985,032
875,523
332,657

2,697,886
4,254,870

Other

llet lncome Before lncome Tax
lncome Tax Expense

39,280,050
7,302,409

42,925,639
5,935,301

Net lncome before Other Comprehensive lncome 31,977,641 36,990,338

Other Comprehensive lncome
Items that may be reclassified to profit ar loss in subseguent years:
Unrealized gain (loss) on AFS financial asset 2A5,2Ag 238,699

Items not to be reclassified to profit or loss in subsequent years.
Depreciation on appraisal increment
lncome tax effect

(/r16,815) (416,815)

Total Other Comprehensive lncome (Loss) fi58,705) (124.682\

See accompanying notes to financial statements. qd JUIT vo tuu
w



Exhibit C

VISAYAN SURETY AND INSURANCE CORPORATION
STATEMENTS OF CHANGES IN EQUITY
For the Years Ended December 31, 2021 and 2020
(In Philippine Pesos)

Deposits for
Contingency Future Remeasurement Unrealized gain Appraisal

Note Shares Amount Shares Amount Surplus Subscription Loss on AFS FA Increment
Balance, December 31, 2019 3,000,000    300,000,000   3,000,000   300,000,000   1,500         179,565,375    296,250,000 (340,509)                 454,012              3,549,664  232,890,985      1,012,371,027   
Unrealized gain on AFS financial assets, net of tax 9 -               -                  -              -                  -             -                  -               -                         167,089              -             -                     167,089             
Depreciation of appraisal surplus, net of tax 11 -               -                  -              -                  -             -                  -               -                         (291,771)    416,815             125,044             
Additional deposits 18 -               -                  -              -                  -             -                  -                         -                      -             -                     -                     
Net income for the year -               -                  -              -                  -             -                  -               -                         -                      -             36,990,338        36,990,338        
Balance, December 31, 2020 3,000,000    300,000,000   3,000,000   300,000,000   1,500         179,565,375    296,250,000 (340,509)                 621,101              3,257,893  270,298,138      1,049,653,498   
Effect due to change in tax rate -               -                  -              -                  -             -                  -               (24,322)                   44,364                232,707     252,749             
Unrealized gain on AFS financial assets, net of tax 9 -               -                  -              -                  -             -                  -               -                         153,907              -             -                     153,907             
Depreciation of appraisal surplus, net of tax 11 -               -                  -              -                  -             -                  -               -                         -                      (312,612)    416,815             104,203             
Additional deposits 18 -               -                  -              -                  -             -                  -               -                         -                      -             -                     -                     
Net income for the year -               -                  -              -                  -             -                  -               -                         -                      -             31,977,641        31,977,641        
Balance, December 31, 2021 3,000,000    300,000,000   3,000,000   300,000,000   1,500         179,565,375    296,250,000 (364,831)                 819,372              3,177,988  302,692,594      1,082,141,998   
See accompanying notes to financial statements

Authorized Subscribed and Paid
Total

Additional 
Paid in 
Capital

Other Comprehensive Income
Retained 
Earnings



Exhibit D

VISAYAN SURETY AND INSURANCE CORPORATION
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 20201and 2019
(In Philippine Pesos)

2021 2020
Cash Flows from Operating Activities
Net income before income tax 39,280,050           42,925,639           
Non cash adjustments to reconcile income before tax:
    Effect of appraisal 500,109                25,139,303           
    Provision for doubtful accounts 6,587,459             4,254,870             
    Loss on recognition of market value (895,516)               (5,964,770)            
    Amortization of bond discount (619,911)               (187,786)               
    Depreciation and amortization 5,873,652             3,827,351             
    Provision for retirement 3,076,777             2,697,886             
Earned interest on mortgage loans (9,308,868)            (16,128,512)          
Interest on bank deposits (1,310,296)            (1,550,898)            
Interest income on bonds, net of amortization of bond discount (8,272,877)            (20,464,710)          
Dividend income (1,766,676)            (1,354,724)            
Operating income before working capital changes 33,143,903           33,193,649           
(Increase) Decrease in:
   Insurance receivables 15,062,790           (110,082,316)        
   Other receivables (10,309,081)          (36,600,411)          
  Other current assets (6,000)                   1,591,461             
Changes in other assets 

   Deposits (436,717)               16,437,282           
   Reinsurance recoverable on unpaid losses (177,105,645)        (9,222,926)            
Increase (Decrease) in:
    Accounts payable and accrued expenses 26,631,183           34,072,238           
    Due to reinsurers 57,817,620           23,535,264           
    Claims and losses payable 181,238,228         (87,549)                 
    Deposits (18,808,791)          15,729,981           
    Unearned premiums 1,468,171             (3,866,595)            
Cash generated from operations 108,695,661         (35,299,922)          
Income tax paid (11,238,795)          (7,663,092)            
Net cash from (used in) operating activities 97,456,865           (42,963,014)          
Cash Flows from Investing Activities
Additional mortgage loans granted 15,500,000           21,422,222           
Collection of mortgage loans (8,969,753)            (18,213,565)          
Acquisition of held to maturity financial assets (71,323,635)          (43,003,886)          
Matured held to maturity financial assets 59,880,000           42,091,709           
Acquisition of other financial assets (57,981)                 (275,130)               
Acquisition of property and equipment (31,285)                 (11,913,311)          
Interest received on mortgage loans receivable 9,308,868             16,128,512           
Interest received on bank deposits 1,310,296             1,550,898             
Interest income on bonds 8,272,877             20,464,710           
Dividend income 1,766,676             1,354,724             
Net cash from investing activities 15,656,063           29,606,883           

Net Increase (Decrease) in Cash and Cash Equivalents 113,112,928         (13,356,131)          
Cash and Cash Equivalents, January 1 324,239,511         337,595,642         

Cash and Cash Equivalents, December 31 437,352,439         324,239,511         
See accompanying notes to financial statements.
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VISAYAN SURETY AND INSURANCE CORPORATION 
NOTES TO SEPARATE FINANCIAL STATEMENTS 
December 31, 2021 and 2020 
       
 

1. Corporate Information 
 
Visayan Surety and Insurance Corporation (the “Company”) was registered with the 
Securities and Exchange Commission (SEC) on August 9, 1999. It was primarily formed to 
save any person or persons or other entity from any loss, damage or liability arising from 
any unknown or future or contingent event; to indemnify or compensate any persons or 
person or other entity for any such loss, damage or liability and to guarantee the fidelity of 
persons holding public trust and to execute and guarantee bonds and undertakings in judicial 
proceedings and to agree to the faithful performance of any contract or undertaking made 
with any public authority. The Company is also formed to act as an agent for insurance 
companies of every class and to conduct a general insurance agency and insurance 
brokerage business. The SEC registration number of the Company is 502 and its Insurance 
Commission (IC) Certificate of Authority 2010/101-R granted in August 2010. 
 
The Company is incorporated and domiciled in the Republic of the Philippines. The 
registered address of the Company is located at Unit 1403 Keppel Center, cor. Samar Loop 
& Cardinal Rosales Avenue, Cebu Business Park, Cebu City. The Company has branches 
in Davao City, Binondo Manila, Cagayan de Oro City and Dumaguete City.  
 
The President is the authorized representative of the Company to approve the financial 
statements. On April 15, 2021, the President approved the financial statements and 
authorized them for issue. 

 
 

2. Summary of Significant Accounting Policies 
 

The significant accounting policies that have been used in the preparation of these financial 
statements are summarized below. The policies have been consistently applied to all the years 
presented, unless otherwise stated. 

 
2.1  Basis of Preparation of Financial Statements  

 
a. Statement of Compliance with Philippine Financial Reporting Standards  

 
The financial statements of the Company have been prepared in accordance with Philippine 
Financial Reporting Standards (PFRS). PFRS are adopted by the Financial Reporting 
Standards Council (FRSC) from the pronouncements issued by the International Accounting 
Standards Board.    

 
The financial statements have been prepared using the measurement bases specified by 
PFRS for each type of asset, liability, income and expense. The measurement bases are more 
fully described in the accounting policies that follow.  

 
b. Presentation of Separate Financial Statements  

 
The separate financial statements are presented in accordance with Philippine Accounting 
Standard (PAS) 1, Presentation of Financial Statements. The Company presents all items of 
income and expenses in a single statement of comprehensive income. The financial 
statements provide comparative information in respect of the previous period.  
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c. Functional and Presentation Currency  
 
These separate financial statements are presented in Philippine pesos, the Company’s 
functional currency, and all values represent absolute amounts except when otherwise 
indicated. Items included in the separate financial statements of the Company are measured 
using its functional currency. Functional currency is the currency of the primary economic 
environment in which the Company operates. 

 
2.2 Changes in Accounting Policies and Disclosures  

 
a. New and Amended Standards 

 
The accounting policies adopted are consistent with those of the previous financial years, 
except that the Bank has adopted the following new and amended PFRS, PAS and annual 
improvements effective as of January 1, 2020. 

 
 Amendments to References to Conceptual Framework in PFRS Standards 

 
This sets out amendments to PFRS Standards, their accompanying documents and PFRS 
practice statements to reflect the issuance of the revised Conceptual Framework for 
Financial Reporting in 2018 (2018 Conceptual Framework). The 2018 Conceptual 
Framework includes: 
 
- A new chapter on measurement; 
- Guidance on reporting financial performance; 
- Improved definitions of an asset and a liability, and guidance supporting these 

definitions; and 
- Clarifications in important areas, such as the roles of stewardship, prudence and 

measurement uncertainty in financial reporting. 
 
Some Standards, their accompanying documents and PFRS practice statements contain 
references to, or quotations from, the International Accounting Standards Committee 
(IASC)’s Framework for the Preparation and Presentation of Financial Statements 
adopted by the International Accounting Standards Board (IASB) in 2001 or the 
Conceptual Framework for Financial Reporting issued in 2010. The amendments update 
some of these references and quotations so that they refer to the 2018 Conceptual 
Framework, and makes other amendments to clarify which version of the Conceptual 
Framework is referred to in particular documents. 
 
The amendments do not have a significant impact on the Company’s financial position 
and performance. 

 
 Amendments to PAS 1, Presentation of Financial Statements and PAS 8, Accounting 

Policies, Changes in Accounting Estimates and Errors, Definition of Material 
 
The amendments refine the definition of material in PAS 1 and align the definitions used 
across PFRSs and other pronouncements. They are intended to improve the 
understanding of the existing requirements rather than to significantly impact an entity’s 
materiality judgements. 
 
An entity applies those amendments prospectively for annual reporting periods beginning 
on or after January 1, 2020, with earlier application permitted. 
 
The amendments do not have a significant impact on the Company’s financial position 
and performance. 
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New and Amended Standard not Applicable to the Company 
 
The following standard is effective as of January 1, 2020 but is not relevant to the Company: 

 
 Amendments to PFRS 3, Definition of a Business 

 
b. Effective Subsequent to 2020 but not Adopted Early 
 
A number of new standards, amendments and improvements to standards and interpretations 
are effective for annual periods beginning after January 1, 2020, and have not been applied 
in preparing these financial statements. Unless otherwise stated, none of these is expected 
to have a significant effect on the financial statements of the Company. Those which may be 
relevant to the Company are set out below. The Company does not plan to adopt these 
standards early and the extent of the impact is not yet determinable. 

 
 Amendment to PFRS 16, Leases (COVID-19 Related Concessions) 

 
The amendments introduce an optional practical expedient that simplify how a lessee 
accounts for rent concessions that are a a direct consequence of COVID-19. A lessee 
that applies the practical expedient is not required to assess whether eligible rent 
concessions are lease modifications, and accounts for them in accordance with other 
applicable guidance. The practical expedient apply if: 
 
- The revised consideration is substantially the same or less than the original 

consideration; 
- The reduction in lease payments related to payments due on or before June 23, 

2021; and 
- No other substantive changes have been made to the terms of the lease. 
 
Lessees applying the practical expedient are required to disclose that fact, whether they 
have applied the practical expedient to all eligible rent concessions and, if not, the nature 
of the contracts to which they have applied the practical expedient; and the amount 
recognized in profit or loss for the reporting period arising from application of the practical 
expedient. No practical expedient is provided for lessors. 
 
The amendment is effective for annual reporting periods beginning on or after June 1, 
2020. Earlier application is permitted. A lessee applies the amendments retrospectively, 
recognizing the cumulative effect of the amendments as an adjustment to the opening 
balance of retained earnings or other component of equity, as appropriate. 
 
The amendment is not expected to have a significant impact on the Company’s financial 
position and performance. 
 

 Amendments to PAS 16, Property, Plant and Equipment (Proceeds before Intended Use) 
 
The amendments prohibit an entity from deducting the cost of an item of property, plant 
and equipment the proceeds from selling items produced before the asset is available for 
use. The proceeds before intended use should be recognized in profit or loss, together 
with the cost of producing those items which are identified and measured in accordance 
with PAS 2, Inventories. 
 
The amendments also clarify that testing whether an item of property, plant and equipment 
is functioning properly means assessing its technical and physical performance rather 
than assessing its financial performance. 
 
For the sale of items that are not part of the Company’s ordinary activities, the 
amendments require the Company to disclose separately the sales proceeds and related 
production cost recognized in profit or loss and specify the line items n which such 
proceeds and costs are included in the statement of comprehensive income. The 
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disclosure is not required if such proceeds and cost are presented separately in the 
statement of comprehensive income. 
 
The amendments are effective for annual reporting periods beginning on or after January 
1, 2022. Earlier application is permitted. The amendments apply retrospectively, but only 
to items of property, plant and equipment made available for use on or after the beginning 
of the earliest period presented in the financial statements in which the Company first 
applies the amendments. 
 
The amendment is not expected to have a significant impact on the Company’s financial 
position and performance. 

 
 PFRS 9 (2014), Financial Instruments. This new standard on financial instruments will 

replace PAS 39, Financial Instruments and PFRS 9 (2009, 2010 and 2013 versions).  
 
This standard contains, among others, the following: 
 

o three principal classification categories for financial assets based on the 
o business model on how an entity is managing its financial instruments; 
o an expected loss model in determining impairment of all financial assets that are 

not measured at fair value through profit or loss (FVTPL), which generally 
depends on whether there has been a significant increase in credit risk since initial 
recognition of a financial asset; and 

o a new model on hedge accounting that provides significant improvements 
principally by aligning hedge accounting more closely with the risk management 
activities undertaken by entities when hedging their financial and non-financial 
risk exposures. 

 
In accordance with the financial asset classification principle of PFRS 9 (2014), a financial 
asset is classified and measured at amortized cost if the asset is held within a business 
model whose objective is to hold financial assets in order to collect the contractual cash 
flows that represent solely payments of principal and interest (SPPI) on the principal 
outstanding. Moreover, a financial asset is classified and subsequently measured at fair 
value through other comprehensive income if it meets the SPPI criterion and is held in a 
business model whose objective is achieved by both collecting contractual cash flows and 
selling the financial assets. All other financial assets are measured at FVTPL. 
 
In addition, PFRS 9 (2014) allows entities to make an irrevocable election to present 
subsequent changes in the fair value of an equity instrument that is not held for trading in 
other comprehensive income. 
 
The accounting for embedded derivatives in host contracts that are financial assets is 
simplified by removing the requirement to consider whether or not they are closely related, 
and, in most arrangements, does not require separation from the host contract. 
 
For liabilities, the standard retains most of the PAS 39 requirements which include 
amortized cost accounting for most financial liabilities, with bifurcation of embedded 
derivatives. The amendment also requires changes in the fair value of an entity’s own 
debt instruments caused by changes in its own credit quality to be recognized in other 
comprehensive income rather than in profit or loss. 

 
PFRS 4 (Amendments), Applying PFRS 9 with PFRS 4, provide two options for entities 
that issue insurance contracts within the scope of PFRS 4: 
 

o an option that permits entities to reclassify, from profit or loss to other 
comprehensive income, some of the income or expenses arising from designated 
financial assets (the “overlay approach”); and, 

o an optional temporary exemption from applying PFRS 9 for entities whose 
predominant activity is issuing contracts within the scope of PFRS 4 (the “deferral 
approach”). 
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The Company has selected to apply the second option as allowed by this amendment, 
effectively deferring application of PFRS 9 (2014) to periods beyond January 2023, since 
the Company was able to meet the following criteria: 
 

o it has not previously applied any version of PFRS 9; and, 
o its activities are predominantly connected with insurance as of December 31, 

2015, the Company’s latest annual reporting date immediately preceding April 1, 
2016, and no reassessment is required as the activities of the Company did not 
change at subsequent dates after initial assessment and before the effective date 
of PFRS 9. 

 
Based on management’s assessment, liabilities arising from insurance contracts 
represent over 71% of the total carrying amount of all the Company’s total liabilities. These 
liabilities include reinsurance balances payable, losses and claims payable, premium 
reserves and deferred reinsurance commissions. Consequently, the Company will 
continue to apply its existing accounting policy on financial instruments. 

 
 PFRS 17, Insurance Contracts (effective January 1, 2023). The new standard will 

eventually replace PFRS 4, Insurance Contracts, that will set out the principles for the 
recognition, measurement, presentation and disclosure of insurance contracts within its 
scope. 
 
This new standard requires a current measurement model where estimates are 
remeasured in each reporting period. Moreover, contracts are measured using the 
building blocks of: 
 

o discounted probability-weighted cash flows; 
o an explicit risk adjustment; and, 
o a contractual service margin (CSM) representing the unearned profit of 
o the contract which is recognized as revenue over the coverage period. 
 

PFRS 17 further allows a choice between recognizing changes in discount rates either in 
the statement of profit or loss or directly in other comprehensive income. The choice is 
likely to reflect how insurers account for financial assets under PFRS 9. 
 
In addition, the standard provides an optional, simplified premium allocation approach for 
the liability for the remaining coverage for short duration contracts, which are often written 
by non-life insurers. Management is currently assessing the the impact of this new 
standard on the Company’s financial statements. 

 
New and Amended Standards Effective Subsequent to 2020 but not Applicable to the 

Company 
 
The following amended standard is effective subsequent to 2020 but do not apply to the 
Company: 

 
 Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or 

Contribution of Assets between an Investor and its Associate or Joint Venture 
 
2.3 Fair Value Measurement 

 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. The fair value 
measurement is based on the presumption that the transaction to sell the asset or transfer the 
liability takes place either: 
 
 In the principal market for the asset or liability, or 
 In the absence of a principal market, in the most advantageous market for the asset or 

liability. 
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The principal or most advantageous market must be accessible to the Company. 
 
The fair value of an asset or a liability is measured using assumptions that market participants 
would use when pricing the asset or liability, assuming the market participants acts in their 
best economic interest. 
 
A fair value measurement of a nonfinancial asset takes into account a market participant’s 
ability to generate economic benefits by using the asset in its highest and best use or by selling 
it to another market participant that would use the asset in its highest and best use. 
 
The Company uses valuation techniques that are appropriate in the circumstances and for 
which sufficient data are available to measure fair value, maximizing the use of relevant 
observable inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the consolidated 
financial statements are categorized within the fair value hierarchy, described as follows, 
based on the lowest level input that is significant to the fair value measurement as a whole: 
 
 Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
 Level 2: inputs other than quoted prices included within Level 1 that are observable for 

the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); 
and 

 Level 3: inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). 

 
For assets and liabilities that are recognized in the financial statements on a recurring basis, 
the Company determines whether transfers have occurred between levels in the hierarchy be 
re-assessing categorization (based on the lowest level input that is significant to the fair value 
measurement as a whole) at the end of each reporting period. 
 
For the purpose of fair value disclosures, the Company has determined classes of assets and 
liabilities on the basis of nature, characteristics and risks of the assets and liability and the 
level of fair value hierarchy. 

 
2.4 Cash and Cash Equivalents 

 
Cash includes cash on hand and in banks and is stated at its face value. Cash equivalents 
are short-term, highly liquid investments that are readily convertible to known amounts of cash 
with original maturities of three months or less from the dates of acquisition and are subject 
to an insignificant risk of change in value. Cash is unrestricted from being exchanged or used 
to settle a liability for at least twelve (12) months after the end of the reporting period.  

 
2.5 Financial Assets and Financial Liabilities 
 
Financial assets and liabilities are recognized in the statement of financial position when the 
Company becomes a party to the contractual provisions of the instrument. Purchases or sales 
of financial assets that require delivery of assets within the time frame established by 
regulation or convention in the marketplace are recognized using trade date accounting. 
Derivatives are recognized on trade date accounting. 
 
Financial instruments are initially recognized at fair value plus transaction costs that are 
attributable to the acquistion of the financial asset, except for securities at fair value through 
profit or loss (FVPL). Transaction costs directly attributable for securities at fair value through 
profit or loss are recognized immediately in profit or loss.  
 
a. Financial Assets 

 
Financial assets include cash and other financial instruments. Financial assets, other than 
hedging instruments, are classified into the following categories: financial assets at FVPL, 
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loans and receivables, held-to-maturity (HTM) investments and available-for-sale (AFS) 
financial assets. Financial assets are assigned to the different categories by management on 
initial recognition, depending on the purpose for which the investments were acquired. The 
designation of financial assets is re-evaluated at every reporting date at which date a choice 
of classification or accounting treatment is available, subject to compliance with specific 
provisions of applicable accounting standards. 

 
 The fair value of financial instruments traded in organized financial markets is determined by 

reference to quoted market bid prices or dealer price quotations (bid price for long positions 
and ask price for short positions), without any deduction for transaction costs, that are active 
at the close of business at financial reporting date. When current bid and asking prices are 
not available, the price of the most recent transaction is used since it provides evidence of 
current fair value as long as there has not been significant change in economic circumstances 
since the time of the transaction. 
 
For all other financial instruments not listed in an active market, the fair value is determined 
by using appropriate valuation techniques. Such techniques include using reference to similar 
instruments for which observable prices exist, discounted cash flows analyses, and other 
relevant valuation models. 
 
Financial Assets at FVPL 
 
This category includes financial assets that are either classified as held for trading or are 
designated by the entity to be carried at fair value through profit or loss upon initial recognition.  
 
A financial asset is classified as held for trading if it is acquired or incurred principally for the 
purpose of selling or repurchasing it in the near term or if it is part of a portfolio of identified 
financial instruments that are managed together and for which there is evidence of a recent 
actual pattern of short-term profit-taking. Financial assets held for trading consist of debt 
instruments, including money-market paper, traded corporate and bank loans, and equity 
instruments, as well as financial assets with embedded derivatives.  
 
Financial instruments included in this category are recognized initially at fair value; transaction 
costs are taken directly to the statement of comprehensive income. Gains and losses arising 
from changes in fair value are included directly in the statement of comprehensive income and 
are reported as ‘Net gains/(losses) on financial instruments classified as held for trading’. 
Interest income and expense and dividend income and expenses on financial assets held for 
trading are included in ‘Net interest income’ or ‘Dividend income’, respectively. The 
instruments are derecognized when the rights to receive cash flows have expired or the 
Company has transferred substantially all the risks and rewards of ownership and the transfer 
qualifies for derecognising. 
 

The Company’s financial asset at fair value through profit or loss as of December 31, 2021 
and 2020 are disclosed in Note 9. 

 
Loans and Receivables  
 
Loans and receivables are nonderivative financial assets with fixed or determinable payments 
that are not quoted in an active market. They are not entered into with the intention of 
immediate or short-term resale and are not classified as at FVPL, designated as AFS 
investments or HTM investments. After initial measurement, loans and receivables are 
subsequently carried at amortized cost using the effective interest method, less any allowance 
for impairment. Gains and losses are recognized in the statement of comprehensive income 
when the loans and receivables are derecognized or impaired, as well as through the 
amortization process. 
 
Loans and receivables are included in current assets if maturity is within 12 months from 
financial reporting date. Otherwise, these are classified as noncurrent assets. 
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The Company’s loans and receivables include insurance receivables, mortgage loan 
receivables, other receivables and short-term investments (Notes 6, 7, 8 and 9). 
 

HTM Investments 
 
These include nonderivative financial assets with fixed or determinable payments and a fixed 
date of maturity. Investments are classified as held-to-maturity if the Company has the positive 
intention and ability to hold them until maturity. Investments intended to be held for an 
undefined period are not included in this classification. 

 
These are initially recognized at fair value including direct and incremental transaction costs 
and measured subsequently at amortised cost, using the effective interest method. Interest 
on held-to-maturity investments is included in the statement of comprehensive income and 
reported as ‘Interest and similar income’. In the case of an impairment, the impairment loss is 
reported as a deduction from the carrying value of the investment and recognized in the 
statement of comprehensive income as ‘Net gains/(losses) on investment securities’. Held-to-
maturity investments includes corporate bonds. 
 
The Company’s held-to-maturity financial asset as of December 31, 2021 and 2020 are 
disclosed in Note 9. 

 
AFS Investments 
 
AFS investments are financial assets that are intended to be held for an indefinite period of 
time, which may be sold in response to needs for liquidity or changes in interest rates, 
exchange rates or equity prices or that are not classified as loans and receivables, held-to-
maturity investments or financial assets at fair value through profit or loss. 
 
AFS financial assets are initially recognized at fair value, which is the cash consideration 
including any transaction costs, and measured subsequently at fair value with gains and 
losses being recognized in other comprehensive income, except for impairment losses and 
foreign exchange gains and losses, until the financial asset is derecognized. If an available-
for-sale financial asset is determined to be impaired, the cumulative gain or loss previously 
recognized in other comprehensive income is reclassified from equity to profit or loss and is 
presented as reclassification adjustment within other comprehensive income. However, 
interest is calculated using the effective interest method, and foreign currency gains and 
losses on monetary assets classified as available-for-sale are recognized in the statement of 
comprehensive income. Dividends on available-for-sale equity instruments are recognized in 
the statement of comprehensive income in ‘Dividend income’ when the Company’s right to 
receive payment is established. 
 
When the fair value of AFS financial assets cannot be measured reliably because of lack of 
reliable estimates of future cash flows and discount rates necessary to calculate the fair value 
of unquoted equity and debt instruments, these investments are carried at cost, less any 
allowance for imparirment loss. 

 
The Company’s AFS financial asset as of December 31, 2021 and 2020 are disclosed in Note 
9. 
 
b. Financial Liabilities 
 
Financial liabilities are either classified as financial liabilities through profit or loss or other 
financial liabilities. 
 
The Company’s financial liabilities are categorized under other financial liabilities. 
 
Other financial liabilities include accounts payable and accrued expenses (excluding 
government and other statutory liabilities), due to reinsurers, claims and losses payable and 
deposits. 
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Financial liabilities are recognized when the Company becomes a party to the contractual 
agreements of the instrument. All interest related charges are recognized as an expense in 
the statement of comprehensive income under the caption Financing Costs, except those 
directly attributable to the acquisition, construction or production of a qualifying asset which 
are capitalized as part of the cost of that asset. 
 
Financial liabilities are recognized initially at fair value. Transaction costs are included in the 
initial measurement of all financial assets and liabilities. 
 
After initial recognition, these liabilities are subsequently measured at amortized cost using 
the effective interest rate method. Amortized cost is calculated by taking into account any 
discount or premium on the issue and fees that are an integral part of the effective interest 
rate. 
 
Interest-bearing loans and borrowings are raised for support of long-term funding of 
operations.  They are recognized at proceeds received, net of direct issue costs.  Finance 
charges, including premiums payable on settlement or redemption and direct issue costs, are 
charged to profit or loss except for those which are capitalized as part of the cost of a qualifying 
asset, on an accrual basis using the effective interest method and are added to the carrying 
amount of the instrument to the extent that they are not settled in the period in which they 
arise.  The Company does not have interest-bearing loans and borrowings as of December 
31, 2021 and 2020. 
 
Financial liabilities are classified as current liabilities if payment is due to be settled within one 
year or less after the end of the reporting period (or in the normal operating cycle of the 
business, if longer), or the Company does not have an unconditional right to defer settlement 
of the liability for at least twelve months after the end of the reporting period.  Otherwise, these 
are presented as noncurrent liabilities. 

 
2.6 Impairment of Financial Assets 

 
The Company assesses at each end of reporting period whether there is any objective 
evidence that a financial asset or a group of financial assets is impaired.  A financial asset or 
a group of financial assets is deemed to be impaired if, and only if, there is objective evidence 
of impairment as a result of one or more events that has occurred after the initial recognition 
of the asset (an incurred “loss event”) and that loss event has an impact on the estimated 
future cash flows of the financial asset or the group of financial assets that can be reliably 
estimated.  Evidence of impairment may include indications that the debtors or a group of 
debtors is experiencing significant financial difficulty, default or delinquency in interest or 
principal payments, the probability that they will enter bankruptcy or other financial 
reorganization and where observable data indicate that there is a measurable decrease in the 
estimated future cash flows, such as changes in arrears or economic conditions that correlate 
with defaults. 
 
a. Assets Carried at Amortized Cost 
 
If there is objective evidence that an impairment loss on loans and receivables 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 
(excluding future credit losses that have not been incurred) discounted at the financial asset’s 
original effective interest rate (i.e. the effective interest rate computed at initial recognition). 
The carrying amount of the asset shall be reduced either directly or through the use of an 
allowance account. The amount of the loss is recognized in the statement of comprehensive 
income. 
 
The Company first assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant, and individually or collectively for financial 
assets that are not individually significant. If it is determined that no objective evidence of 
impairment exists for an individually assessed financial asset, whether significant or not, the 
asset is included in a group of financial assets with similar credit risk characteristics and that 
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group of financial assets is collectively assessed for impairment. Assets that are individually 
assessed for impairment and for which an impairment loss is, or continues to be, recognized 
are not included in a collective assessment of impairment. 
 
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 statement of comprehensive income, to the extent that the carrying 
value of the asset does not exceed its amortized cost at the reversal date. 

 
b. Assets Carried at Fair Value 
 
In the case of equity investments classified as AFS, a significant or prolonged decline in the 
fair value of security below its cost is considered in determining whether the assets are 
impaired.  If any such evidence exists for AFS securities, the cumulative loss – measured as 
the difference between the acquisition cost and the current fair value, less any impairment 
loss on that financial asset previously recognized in profit or loss – is reclassified from equity 
and recognized in profit or loss.  Such reclassification is presented as an adjustment within 
other comprehensive income.  Impairment losses recognized in profit or loss on equity 
instruments are not reversed through profit or loss. 
 
If, in a subsequent period, the fair value of a debt instrument classified as AFS increases and 
the increase can be objectively related to an event occurring after the impairment loss was 
recognized in profit or loss, the impairment loss is reversed through profit or loss.  
 
c. Assets Carried at Cost 
 
If there is objective evidence of an impairment loss on an unquoted equity instrument that is 
not carried at fair value because its fair value cannot be reliably measured, 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.   

 
2.7 Derecognition of Financial Assets and Liabilities 

 
a. Financial Assets 
 
A financial asset is derecognized when (a) the rights to receive cash flows from the asset have 
expired, (b) the Company retains the right to receive cash flows from the asset, but has 
assumed an obligation to pay them in full without material delay to a third party under a ‘pass-
through’ arrangement, or (c) the Company has transferred its rights to receive cash flows from 
the asset and either has transferred substantially all the risks and rewards of the asset, or has 
neither transferred nor retained substantially all the risks and rewards of the asset, but has 
transferred control of the asset. 
 
Where the Company has transferred its 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 the original carrying amount of the asset and the maximum amount 
of consideration that the Company could be required to repay. 

 
b. Financial Liabilities 
 
A financial liability is derecognized when the obligation under the liability is discharged, 
cancelled or has expired.  Where an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms of an existing liability are 
substantially modified, such an exchange or modification is treated as a derecognition of the 
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original liability and the recognition of a new liability, and the difference in the respective 
carrying amounts is recognized in the statement of comprehensive income. 

 
2.8 Offsetting Financial Instruments 

 
Financial assets and financial liabilities are offset and the net amount reported in the statement 
of financial position if, and only if, there is a currently enforceable legal right to offset the 
recognized amounts and there is an intention to settle on a net basis, or to realize the asset 
and settle the liability simultaneously.  This is not generally the case with master netting 
agreements, and the related assets and liabilities are presented at gross in the statement of 
financial position. 

 
2.9 Reclassification of Financial Instruments 

 
A financial asset is reclassified out of the FVPL category when the following conditions are 
met: 
 
 the financial asset is no longer held for the purpose of selling or repurchasing it in the near 

term; and 
 there is a rare circumstance. 
 
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 
comprehensive 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. 
 
2.10 Embedded Derivatives 

 
An embedded derivative is separated from the host contract and accounted for as derivative 
if all of the following conditions are met: a) the economic characteristics and risks of the 
embedded derivative are not closely related to the economic characteristics and risks of the 
host contract; b) a separate instrument with the same terms as the embedded derivative would 
meet the definition of the derivative; and c) the hybrid or combined instrument is not 
recognized at FVPL. 
 
The Company assesses whether embedded derivatives are required to be separated from the 
host contracts when the Company first becomes a party to the contract. Reassessment only 
occurs if there is a change in the terms of the contract that significantly modifies the cash flows 
that would otherwise be required. 
 
The Company has no bifurcated embedded derivatives as of December 31, 2021 and 2020. 
 
2.11 Insurance Contracts – classification 
 
The Company issues contracts that transfer insurance risk or financial risk or both. Insurance 
contracts are those contracts that transfer significant insurance risk. Such contracts may also 
transfer financial risk. As a general guideline, the Company defines as significant insurance 
risk the possibility of having to pay benefits on the occurrence of an insured event that are at 
least 10% more than the benefits payable if the insured event did not occur. 
 
Recognition and measurement 
 
(a) Short-term insurance contracts 
 
These contracts are casualty, property and short-duration non-life insurance contracts. 
 
Casualty insurance contracts protect the Company’s customers against the risk of causing 
harm to third parties as a result of their legitimate activities. Damages covered include both 
contractual and noncontractual events. The typical protection offered is designed for 
employers who become legally liable to pay compensation to injured employees (employers 
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liability) and for individual and business customers who become liable to pay compensation 
to a third party for bodily harm or property damage (public liability). 
 
Property insurance contracts mainly compensate the Company’s customers for damage 
suffered to their properties or for the value of property lost. Customers who undertake 
commercial activities on their premises could also receive compensation for the loss of 
earnings caused by the inability to use the insured properties in their business activities 
(business interruption cover). 
 
For all these contracts, premiums are recognized as revenue (earned premiums) 
proportionally over the period of coverage. The portion of premium received on in-force 
contracts that relates to unexpired risks at the balance sheet date is reported as the unearned 
premium liability.  
 
Premiums are shown before deduction of commission and are gross of any taxes or duties 
levied on premiums. 
 
Claims and loss adjustment expenses are charged to income as incurred based on the 
estimated liability for compensation owed to contract holders or third parties damaged by the 
contract holders. 
 
They include direct and indirect claims settlement costs and arise from events that have 
occurred up to the balance sheet date even if they have not yet been reported to the company. 
The Company does not discount its liabilities for unpaid claims other than for disability claims.  
 
Liabilities for unpaid claims are estimated using the input of assessments for individual cases 
reported to the Company and statistical analyses for the claims incurred but not reported, and 
to estimate the expected ultimate cost of more complex claims that may be affected by 
external factors (such as court decisions). 
 
(b)  Reinsurance contracts held 
 
Contracts entered into by the Company with reinsurers under which the Company is 
compensated for losses on one or more contracts issued by the Company and that meet the 
classification requirements for insurance contracts are classified as reinsurance contracts 
held. Contracts that do not meet these classification requirements are classified as financial 
assets. Insurance contracts entered into by the Company under which the contract holder is 
another insurer (inwards reinsurance) are included with insurance contracts. 
 
The benefits to which the Company is entitled under its reinsurance contracts held are 
recognized as reinsurance assets. These assets consist of short-term balances due from 
reinsurers, as well as longer term receivables that are dependent on the expected claims and 
benefits arising under the related reinsured insurance contracts. Amounts recoverable from 
or due to reinsurers are measured consistently with the amounts associated with the reinsured 
insurance contracts and in accordance with the terms of each reinsurance contract. 
Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are 
recognized as an expense when due. 
 
In certain cases a reinsurance contract is entered into retrospectively to reinsure a notified 
claim under the Company’s property or casualty insurance contracts. Where the premium due 
to the reinsurer differs from the liability established by the Company for the related claim, the 
difference is amortized over the estimated remaining settlement period. 
 
The Company assesses its reinsurance assets for impairment on a quarterly basis. If there is 
objective evidence that the reinsurance asset is impaired, the Company reduces the carrying 
amount of the reinsurance asset to its recoverable amount and recognizes that impairment 
loss in the income statement. The Company gathers objective evidence that a reinsurance 
asset is impaired using the same process adopted for financial assets held at amortized cost. 
The impairment loss is also calculated following the same method used for these financial 
assets.  
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(c) Receivables and payables related to insurance contracts  
 
Receivables and payables are recognized when due. These include amounts due to and from 
agents, brokers and insurance contract holders. 
 
If there is objective evidence that the insurance receivable is impaired, the Company reduces 
the carrying amount of the insurance receivable accordingly and recognizes that impairment 
loss in the income statement. The Company gathers the objective evidence that an insurance 
receivable is impaired using the same process adopted for loans and receivables. The 
impairment loss is also calculated under the same method used for these financial assets.  

 
2.12 Reinsurance Assets 
 
The Company cedes insurance risk in the normal course of business. Reinsurance assets 
represent balances due from reinsurance company. Recoverable amounts are estimated in a 
manner consistent with the outstanding claims provision and are in accordance with the 
reinsurance contract.  
 
An impairment review is performed at each reporting date or more frequently when an 
indication of impairment arises during the reporting year. Impairment occurs when objective 
evidence exists that the Company may not recover outstanding amounts under the terms of 
the contract and when the impact on the amounts that the Company will receive from the 
reinsurance can be measured reliably. The impairment loss is changed against profit or loss. 
 
Ceded reinsurance arrangements do not relieve the Company from its obligation to 
policyholders. 
 
The Company also assumes reinsurance risk in the normal course of business for insurance 
contracts. Premiums and claims on assumed reinsurance are recognized as income and 
expense in the same manner as they would be if the reinsurance were considered direct 
business, taking into account the product classification of the reinsured business. Amounts 
payable are estimated in a manner consistent with the associated reinsurance contract.  
 
Premiums and claims are presented on a gross basis for both ceded and assumed 
reinsurance. 
 
Reinsurance assets or liabilities are derecognized when the contractual rights are 
extinguished or expired or when the contract is transferred to another party. 

 
2.13 Deferred Acquisition Costs (DAC) 

 
Commission and other acquisition costs incurred during the financial period that vary with and 
are related to securing new insurance contracts and or renewing existing insurance contracts, 
but which relates to subsequent financial periods, are deferred to the extent that they are 
recoverable out of future revenue margin. All other acquisition costs are recognized as 
expense when incurred. 
 
Subsequent to initial recognition, these costs are amortized on a straight-line basis over the 
life of the contract. Amortization is charged to profit or loss. The unamortized acquisition costs 
are shown as deferred acquisition costs in the assets section of the statement of financial 
position. 
 
An impairment review is performed at each reporting date or more frequently when an 
indication of impairment arises. The carrying value is written down to the recoverable amount 
and the impairment loss is charged to profit or loss. The deferred acquisition cost is also 
considered in the liability adequacy test for each reporting period. 
 
The Company has not recognized DAC since all insurance contracts are for a term of 12 
months only. 
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2.14 Other Assets 

 
Other current assets pertain to other resources controlled by the Company as a result of past 
events. They are recognized in the financial statements when it is probable that the future 
economic benefits will flow to the entity and the asset has a cost or value that can be measured 
reliably. 
 
Other recognized assets of similar nature, where future economic benefits are expected to 
flow to the Company beyond one year after the end of the reporting period (or in the normal 
operating cycle of the business, if longer), are classified as noncurrent assets. 

 
2.15 Property and Equipment 

 
Property and equipment are carried at acquisition cost less subsequent depreciation, 
amortization and impairment losses, except for land and condominium and improvements 
which are stated at revalued amounts in 2021 and 2020. 
 
The cost of an asset comprises its purchase price and directly attributable costs of bringing 
the asset to its working condition and location for its intended use. Expenditures for additions, 
major improvements and renewals are capitalized; expenditures for repairs and maintenance 
are charged to expense as incurred.  
 
Land held for use in providing services, or for administrative purposes, is stated in the 
statement of financial position at revalued amount, being the fair value at the date of 
revaluation, less subsequent accumulated impairment losses. Revaluations are performed 
with sufficient regularity such that the carrying amounts do not differ materially from those that 
would be determined using fair values at the end of the reporting period. 
 
Any revaluation increase arising on the revaluation of such land and condominium is 
recognized in other comprehensive income, except to the extent that it reverses a revaluation 
decrease for the same asset previously recognized in profit or loss, in which case the increase 
is credited to profit or loss to the extent of the decrease previously expensed. A decrease in 
the carrying amount arising on the revaluation of such land and condominium is recognized 
in profit or loss to the extent that it exceeds the balance, if any, held in the properties 
revaluation reserve relating to a previous revaluation of that asset.  
 
Land is not depreciated. Depreciation on other property and equipment commences once the 
assets are available for use and is computed using the straight-line method over the following 
estimated useful lives of the depreciable assets as follows:  
 

Condominium and improvements  25 years 
  Furniture, fixtures and office equipment  5 years 

Transportation equipment   5 years 
  
Leasehold improvements are amortized on a straight-line basis over the term of the lease or 
the estimated useful lives of the improvements, a period of 5 years, whichever is shorter. 

  
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s 
carrying amount is greater than its estimated recoverable amount. The estimated useful lives, 
residual values and depreciation and amortization method of property and equipment are 
reviewed at each year end, with the effect of any changes in estimate accounted for on a 
prospective basis. 
 
An item of Company’s property and equipment is derecognized upon disposal or when no 
future economic benefits are expected to arise from the continued use of the asset. Any gain 
or loss arising on derecognition of the asset (calculated as the difference between the net 
disposal proceeds and the carrying amount of the item) is included in the statement of 
comprehensive income in the year the item is derecognized. On the subsequent sale or 
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disposal or disposal of revalued property, the attributable revaluation surplus remaining in the 
properties revaluation reserve is transferred directly to retained earnings. 
 
Fully depreciated and amortized property and equipment are retained in the accounts until 
they are no longer in use and no further depreciation and amortization are charged against 
current operations 
 
Property under construction is stated at cost less any impairment in value. This includes cost 
of construction, plant and equipment, capitalizable borrowing costs, and other direct costs 
associated to construction. Property under construction is not depreciated until such time that 
the relevant assets are completed and available for its intended use. 
 
Construction in progress is transferred to the related property and equipment when the 
construction or installation and related activities necessary to prepare the property and 
equipment for their intended use have been completed, and the property and equipment are 
ready for commercial service. 
 
2.16 Impairment of Nonfinancial Assets 

 
At the end of each reporting period, the Company reviews the carrying amounts of its 
nonfinancial assets to determine whether there is any indication that those assets have 
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset 
is estimated in order to determine the extent of the impairment loss (if any). Where it is not 
possible to estimate the recoverable amount of an individual asset, the Company estimates 
the recoverable amount of the cash-generating unit to which the asset belongs. Where a 
reasonable and consistent basis of allocation can be identified, corporate assets are also 
allocated to individual cash-generating units, or otherwise they are allocated to the smallest 
group of cash-generating units for which a reasonable and consistent allocation basis can be 
identified. 
 
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. 
 
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a 
pre-tax discount rate that reflects current market assessments of the time value of money and 
the risks specific to the asset for which the estimates of future cash flows have not been 
adjusted.  
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its 
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its 
recoverable amount. An impairment loss is recognized immediately in profit or loss, unless 
the relevant asset is carried at a revalued amount, in which case the impairment loss is treated 
as a revaluation decrease. 
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the 
increased carrying amount does not exceed the carrying amount that would have been 
determined had no impairment loss been recognized for the asset (or cash-generating unit) in 
prior years. A reversal of an impairment loss is recognized immediately in profit or loss, unless 
the relevant asset is carried at a revalued amount, in which case the reversal of the impairment 
loss is treated as a revaluation increase. 
 
No impairment of nonfinancial assets was recognized in 2021 and 2020. 
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2.17 Insurance Contract Liabilities 
 
Insurance contract liabilities are recognized when the contracts are entered into and the 
premiums are charged. These liabilities are known as outstanding claims provisions, which 
are based on the estimated ultimate cost of all claims incurred but not settled at the reporting 
date, whether reported or not, together with related claims handling costs and reduction for 
the expected value of salvage and other recoveries. Delays can be experienced in the 
notification and settlement of certain types of claims, therefore the ultimate cost of which 
cannot be known with certainty at the reporting date. The liability is calculated at the reporting 
date using a range of standard actuarial claim projection techniques based on empirical data 
and current assumptions that may include a margin for adverse deviation. The liability is not 
discounted for the time value of money and includes provisions for unearned premiums and 
incurred but not reported (IBNR) losses. 
 
No provision for catastrophic reserves is recognized. The liability is derecognized when the 
contract has expired, is discharged or is cancelled. 
 
a. Provision for Unearned Premiums 
 
The proportion of written premiums, gross of commissions payable to intermediaries, 
attributable to subsequent periods or to risk that have not yet expired, is deferred as provision 
for unearned premiums using the 365th method, where the provision for unearned premiums 
pertains to the premiums for the last two months of the year. The change in provision for 
unearned premiums is taken to profit or loss in order that revenue is recognized over the 
period of risk. Further provision are made to cover claims under unexpired insurance contract 
which may exceed the unearned premiums and the premiums due in respect of these 
contracts. 
 
b. Liability Adequacy Test 
 
At each reporting date, liability adequacy tests are performed, to ensure the adequacy of 
insurance contract liabilities, net of related DAC assets. In performing the test, current best 
estimates of future cash flows and claims handling and policy administration expenses are 
used. Changes in expected claims that have occurred, but which have not been settled, are 
reflected by adjusting the liability for claims and future benefits. Any inadequacy is immediately 
charged to profit or loss by establishing and unexpired risk provision for losses arising from 
the liability adequacy tests. The provision for unearned premiums is increased to the extent 
that the future claims and expenses in respect to current insurance exceed future premiums 
plus the current unearned premiums reserve. 
 
2.18 Equity 

 
Share capital are presented at subscribed amount including interest for those paid The 
Company has issued par value capital stock that is classified as equity. Incremental costs 
directly attributable to the issue of new capital stock are shown in equity as a deduction, net 
of tax, from the proceeds. 
 
When the Company issues its par value shares, the proceeds shall be credited to the “Capital 
stock” account in the Company’s statement of financial position to the extent of the par value, 
with any excess being reflected as “Additional paid-in-capital” account in the Company’s 
statement of financial position. 
 
Contingency surplus represents contributions of the stockholders to cover any deficiency in 
the Margin of Solvency as required under the Insurance Code and can be withdrawn only 
upon the approval of the Insurance Commission 
 
Where such shares are subsequently reissued, any consideration received, net of any directly 
attributable incremental transaction costs and the related tax effects, is included in equity 
attributable to the equity holders of the Company. 
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Retained earnings include all current and prior period results as disclosed in profit or loss in 
the statement of comprehensive income, reduced by the amount of dividend declared. The 
appropriated portion represents the amount which is not available for distribution. 

 
Other comprehensive income comprises items of income and expense, including 
reclassification adjustments that are not recognized in profit or loss as required by other PFRS. 

 
2.19 Revenue and Cost Recognition 

 
Revenue 
 
Revenue is recognized to the extent that it is probable that the economic benefits associated 
with the transaction will flow to the Company and the amount of revenue can be reliably 
measured. Revenue is measured at the fair value of the consideration received or receivable, 
excluding discounts, rebates, sales taxes and duties.  The Company assesses its revenue 
arrangements against specific criteria to determine if it is acting as a principal or agent.  The 
Company has concluded that it is acting as principal in all of its revenue arrangements. The 
following specific recognition criteria must also be met before revenue is recognized: 

 
Premiums  
 
Premiums from short term insurance contracts are recognized as revenue over the period of 
the contracts using the 24th method except for the premiums from marine cargo risks wherein 
revenue is recognized based on the provisions in the Insurance Code. The portion of the 
premiums written that relate to the unexpired periods of the policies at the end of the reporting 
period are accounted for as Reserve for Unearned Premiums and presented in the liability 
section of the Statement of Financial Position. The net changes in this account between the 
end of the reporting period are charged or credited to income. 

 
Commission 
 
Commission from insurance contracts are recognized by the Company when collected.  
 
Interest income  
 
Interest income from bank deposits, special savings accounts, held to maturity financial assets 
and mortgage loans 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. 
 
Other income 
 
Other income is recognized by the Company when earned. 
 
Gain on market value 
 
Trading and securities gain is recognized when the ownership of the security is transferred to 
the buyer and is computed as the difference between the selling price and the carrying amount 
of the security. Trading and securities gain also results from the mark-to-market valuation of 
the securities at the valuation date. 
 
Expense 
 
Expenses are decreases in economic benefits during the accounting period in the form of 
outflows or decrease of assets or incurrence of liabilities that result in decrease in equity, other 
than those relating to distributions to equity participants.  
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Benefits and claims  
 
Gross benefits and claims consist of benefits and claims paid to policyholders, and changes 
in the gross valuation of insurance contract liabilities, except gross changes in the provision 
for unearned premiums which are included in net premiums earned. It further includes internal 
and external claims handling costs that are directly related to the processing and settlement 
of claims. Insurance claims are recorded on the basis of notifications received while claims 
IBNR are based on historical experience. 
 
Commission expense  
 
Commission expense are recognized in the statement of comprehensive income when 
incurred 
 
Other underwriting expenses  
 
Other underwriting expenses are recognized in the statement of comprehensive income as 
incurred. 
 
General and administrative expenses  
 
These expenses are recognized in the statement of comprehensive income in the period these 
are incurred. 

 
2.20 Borrowing Costs 

 
Borrowing costs are capitalized if they are directly attributable to the acquisition or construction 
of a qualifying asset. Capitalization of borrowing costs commences when the activities to 
prepare the asset are in progress and expenditures and borrowing costs are being incurred. 
Borrowing costs are capitalized until the assets are substantially ready for their intended use. 
If the carrying amount of the asset exceeds its recoverable amount, an impairment loss is 
recognized. 
 
Borrowing costs incurred after the assets are substantially ready for their intended use are 
expensed immediately. 

 
2.21 Employee Benefits 

 
a. Defined Benefit Plan 
 
The net defined benefit liability or asset is the aggregate of the present value of the defined 
benefit obligation at the end of the reporting period reduced by the fair value of plan assets (if 
any), adjusted for any effect of limiting a net defined benefit asset to the asset ceiling.  The 
asset ceiling is the present value of any economic benefits available in the form of refunds 
from the plan or reductions in future contributions to the plan. 
 
The cost of providing benefits under the defined benefit plans is actuarially determined using 
the projected unit credit method. 
 
Defined benefit costs comprise service cost, net interest on the net defined benefit liability or 
asset and remeasurements of net defined benefit liability or asset. 
 
Service costs which include current service costs, past service costs and gains or losses on 
nonroutine settlements are recognized as expense in profit or loss.  Past service costs are 
recognized when plan amendment or curtailment occurs. 
 
Net interest on the net defined benefit liability or asset is the change during the period in the 
net defined benefit liability or asset that arises from the passage of time which is determined 
by applying the discount rate based on high quality corporate bonds to the net defined benefit 
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liability or asset.  Net interest on the net defined benefit liability or asset is recognized as 
expense or income in profit or loss. 
 
Remeasurements comprising actuarial gains and losses, return on plan assets and any 
change in the effect of the asset ceiling (excluding net interest on defined benefit liability) are 
recognized immediately in other comprehensive income in the period in which they arise.  
Remeasurements are not reclassified to profit or loss in subsequent periods. 
 
Plan assets are assets that are held by a long-term employee benefit fund or qualifying 
insurance policies.  Plan assets are not available to the creditors of the Company, nor can 
they be paid directly to the Company.  Fair value of plan assets is based on market price 
information.  When no market price is available, the fair value of plan assets is estimated by 
discounting expected future cash flows using a discount rate that reflects both the risk 
associated with the plan assets and the maturity or expected disposal date of those assets 
(or, if they have no maturity, the expected period until the settlement of the related obligations). 
 
The Company’s right to be reimbursed of some or all of the expenditure required to settle a 
defined benefit obligation is recognized as a separate asset at fair value when and only when 
reimbursement is virtually certain. 
 
b. Termination Benefit 
 
Termination benefits are employee benefits provided in exchange for the termination of an 
employee’s employment as a result of either an entity’s decision to terminate an employee’s 
employment before the normal retirement date or an employee’s decision to accept an offer 
of benefits in exchange for the termination of employment. 
 
A liability and expense for a termination benefit is recognized at the earlier of when the entity 
can no longer withdraw the offer of those benefits and when the entity recognizes related 
restructuring costs.  Initial recognition and subsequent changes to termination benefits are 
measured in accordance with the nature of the employee benefit, as either post-employment 
benefits, short-term employee benefits, or other long-term employee benefits. 

 
c. Employee Leave Entitlement 
 
Employee entitlements to annual leave are recognized as a liability when they are accrued to 
the employees.  The undiscounted liability for leave expected to be settled wholly before 
twelve months after the end of the annual reporting period is recognized for services rendered 
by employees up to the end of the reporting period. 

 
2.22 Leases  

 
The Company determines whether an arrangement is, or contains, a lease 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. 
 
Company as Lessee 
 
Payments associated with short-term leases and all leases of low-value assets are recognized 
on a straight-line basis as an expense in profit or loss. Short-term leases are leases with a 
lease term of 12 months or less. Variable lease payments which are based on future sales or 
consumption are recognized as rent expense in the period incurred. 
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2.23 Taxes  
 

Current  
 
Current tax assets or liabilities comprise those claims from, or obligations to, fiscal authorities 
relating to the current or prior reporting period, that are uncollected or unpaid at the end of the 
reporting date. They are calculated according to the tax rates and tax laws applicable to the 
fiscal periods to which they relate, based on the taxable profit for the year. All changes to 
current tax assets or liabilities are recognized as a component of tax expense in the statement 
of comprehensive income. 
 
Deferred  
 
Deferred tax assets and liabilities are provided, using the balance sheet liability method, on 
all temporary differences at the end of reporting period between the tax bases of assets and 
liabilities and their carrying amounts for financial reporting purposes. 
 
Deferred tax liabilities are recognized for all taxable temporary differences, including asset 
revaluations. Deferred income tax assets are recognized for all deductible temporary 
differences, carryforward benefits of unused tax credits from excess minimum corporate 
income tax (MCIT) over the regular corporate income tax (RCIT) and unused tax losses, to 
the extent that it is probable that taxable profit will be available against which the deductible 
temporary differences and carryforward benefits of unused tax credits and unused tax losses 
can be utilized.  
 
Deferred tax, however, is not recognized when it arises from the initial recognition of an asset 
or liability in a transaction that is not a business combination and, at the time of the transaction, 
affects neither the accounting profit nor taxable profit or loss. In respect of taxable temporary 
differences associated with investment in a subsidiary, deferred income tax liability is not 
recognized where the timing of the reversal of the temporary differences can be controlled 
and it is probable that the temporary differences will not reverse in the foreseeable future. 
 
The carrying amount of deferred income tax assets is reviewed at the end of each 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 income tax asset to be utilized. Unrecognized 
deferred income tax assets are reassessed at the end of each reporting period and are 
recognized to the extent that it has become probable that future taxable profit will allow the 
deferred income tax assets to be recovered. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the period when the assets are realized or the liabilities are settled, based on tax rates (and 
tax laws) that have been enacted or substantively enacted at the end of each reporting period. 
 
Income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of income. 
 
Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current income tax assets against current income tax 
liabilities and the deferred income taxes relate to the same taxable entity and the same 
taxation authority. 
 
Value Added Tax 
 
Revenue, expenses and assets are recognized net of the amount of value added tax (VAT) 
except where the VAT incurred on a purchase of assets or services is not recoverable from 
the taxation authority, in which case the VAT is recognized as part of the cost of acquisition 
of the asset or as part of the expense item as applicable. 
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The net amount of tax recoverable from, or payable to, the taxation authority is included as 
part of “Other current assets” or “Accounts payable and accrued expenses” accounts in the 
statement of financial position. 
 
2.24 Related Party Transactions 
 
A party is related to the Company if it has direct or indirect control or is controlled by an entity 
whether parent or subsidiary, if it has interest in the Company that gives its significant 
influence over the Company and if it is a member of the key management personnel of the 
Company. 
 
PAS 24 provides additional guidance and clarity in the scope of the standard, the definitions 
and disclosures for related parties. It also requires disclosure of the compensation of key 
management personnel by benefit type. 
 
2.25 Intangible assets 
 
 Intangible assets acquired separately 
 
Intangible assets include software used in operations and administration which are accounted 
for under the cost model. The cost of the asset is the amount of cash or cash equivalents paid 
or the fair value of the other considerations given to acquire an asset at the time of its 
acquisition. Capitalized software costs are amortized on a straight-line basis over the 
estimated useful lives (ranging from 3 to 10 years) as these intangible assets are considered 
finite. 
 
Acquired computer software licenses are capitalized on the basis of the costs incurred to 
acquire and install the specific software. Costs associated with maintaining computer software 
are expensed as incurred. 

 
Impairment of tangible and intangible assets excluding goodwill 
 
Intangible assets with definite useful lives and intangible assets not yet available for use are 
tested for impairment at least annually, and whenever there is an indication that the asset may 
be impaired. 
 
2.26 Provisions 

 
Provisions are recognized when present obligations 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.   

 
Provisions are measured at the estimated expenditure required to settle the present 
obligation, based on the most reliable evidence available at the end of the reporting period, 
including the risks and uncertainties associated with the present obligation.  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 obligations as a whole.  When time value of money is 
material, long-term provisions are discounted to their present values using a pretax rate that 
reflects market assessments and the risks specific to the obligation.  The increase in the 
provision due to passage of time is recognized as interest expense.  Provisions are reviewed 
at the end of each reporting period and adjusted to reflect the current best estimate.  
 
In those cases where the possible outflow of economic resource 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.  Similarly, possible 
inflows of economic benefits to the Company that do not yet meet the recognition criteria of 
an asset are considered contingent assets, hence, are not recognized in the financial 
statements.  On the other hand, any reimbursement that the Company can be virtually certain 
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to collect from a third party with respect to the obligation is recognized as a separate asset 
not exceeding the amount of the related provision.   

 
2.27 Contingencies 

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

 
The Company does not have contingent liabilities which require disclosure as of December 
31, 2021 and 2020.  

 
2.28 Events After End of Reporting Period 
 
Post year-end events that provide additional information about the Company’s position at the 
end of each 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 financial statements 
when material. 
 
There are no events after end of reporting period involving the Company which require 
disclosure as of December 31, 2021 and 2020. 
 
2.29 Accounting Policies, Changes in Accounting Estimates and Errors 
 
PAS 8 removes the concept of fundamental error and the allowed alternative to retrospective 
application of voluntary changes in accounting policies and retrospective restatement to 
correct prior period errors.  It defines material omission or misstatements, and describes how 
to apply the concept of materiality when applying accounting policies and correcting errors. 
 
2.30 Earnings Per Share 
 
Earnings per common share is determined by dividing net income for the year by the weighted 
average number of common shares issued and outstanding during the year. 
 
Earnings per share is computed as: 
  

  2021 2020 
Net income  31,977,641 36,990,338 
Divided by the weighted average    

 number of issued and outstanding common shares 3,000,000 3,000,000 

Earnings per share 10.66 12.33 
 
 

3. Significant Accounting Judgments and Estimates 
 

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

 
The estimates and assumptions used in the financial statements are based upon 
management’s evaluation of relevant facts and circumstances of the Company’s financial 
statements. Actual results could differ from those estimates. The following are the relevant 
estimates performed by management on its December 31, 2021 and 2020 financial 
statements. 
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3.1  Judgments 
 

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

 
a. Functional Currency 

 
The Company, based on the relevant economic substance of the underlying circumstances, 
has determined its functional currency to be the Philippine peso. It is the currency that mainly 
influences the Company’s revenue and costs and expenses. 

 
b. Provisions and Contingencies 

 
Judgment is exercised by management to distinguish between provisions and contingencies. 
Policies on recognition and disclosure of provision and disclosure of contingencies are 
discussed in Notes 2.26 and 2.27. 
 
c. Distinction Between Investment Properties and Owner-managed Properties  
 
The Company determines whether a property qualifies as investment property.  In making its 
judgment, the Company considers whether the property generates cash flows largely 
independent of the other assets held by an entity.  Owner-managed properties generate cash 
flows that are attributable not only to the property but also to other assets used in the process 
of supplying educational services. 
 
Some properties comprise a portion that is held to earn rental or for capital appreciation and 
another portion that is held for use in the supply of services or for administrative purposes.  If 
portion can be sold separately (or leased out separately under finance lease), the Company 
accounts for such portion separately.  If the portion cannot be sold separately, the property is 
accounted for as investment property only if an insignificant portion is held for use in the supply 
of services or for administrative purposes.  Judgment is applied in determining whether 
ancillary services are so significant that a property does not qualify as investment property. 
The Company considers each property separately in making its judgment. 
 
The Company does not have investment properties as of December 31, 2021 and 2020. 
 
d. Classification of Time Deposits 
 
The Company classifies time deposits depending on its intention in holding such financial 
assets. If the Company intends to hold such financial assets to earn interest income regardless 
of original maturity, it classifies such financial assets as HTM investments.  However, if the 
Company’s intention is to hold such financial assets for operational purposes; it classifies such 
financial assets as cash equivalents. 
 
The Company classifies its time deposits as cash equivalents as of December 31, 2021 and 
2020. The Company’s time deposits amounted to P103,638,312 and P96,358,276as of 
December 31, 2021 and 2020, respectively (Note 5).  
 
e. Amortization of Leasehold Improvements 

 
The Company’s leasehold improvements are amortized over 5 years, which is the estimated 
useful life of the asset (see Notes 2.15 and 11) regardless of the term of the lease contracts 
which is usually shorter than the expected useful life of the improvements because it is highly 
probable that the lease contract will be renewed before the end of such contract.  A decision 
by management not to renew its lease agreement will result in a significant change in profit or 
loss in the period such decision is made. 
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3.2  Estimates 
 

The estimates and assumptions used in the financial statements are based upon 
management’s evaluation of relevant facts and circumstances of the Company’s financial 
statements. Actual results could differ from those estimates. The relevant estimates performed 
by management on its December 31, 2021 and 2020 financial statements are discussed 
below. 

 
a. The Ultimate Liability Arising from Claims Made Under Insurance Contracts 

 
The estimation of the ultimate liability arising from claims made under insurance contracts is 
the Company’s most critical accounting estimate. There are several sources of uncertainty 
that need to be considered in the estimate of the liability that the Company will ultimately pay 
for such claims. 
 
The main assumption underlying the estimation of the claims provision is that the Company’s 
past claim development experience can be used to project future claims development and 
hence ultimate claims costs. Historical claims development is mainly analyzed by accident 
years as well as by significant business lines and claims types. Large claims are usually 
separately addressed, either by being reserved at the face value of loss adjustor estimates or 
separately projected in order to reflect their future development. In most cases, no explicit 
assumption used are those implicit in the historical claims development data on which the 
projections are based. Additional qualitative judgment is used to assess the extent to which 
past trends may not apply in the future. 
 
Claims and losses payable amounted to P230,757,593 and P139,817,918 as of December 
31, 2021 and 2020, respectively (Note 16).  
 
b. Useful Lives of Company Property and Equipment 
 
The Company estimates the useful lives of Company property and equipment based on the 
period over which the assets are expected to be available for use. The estimated useful lives 
of Company property and equipment are reviewed periodically and are updated if expectations 
differ from previous estimates due to physical wear and tear, technical or commercial 
obsolescence and legal or other limits on the use of the assets. In addition, estimation of the 
useful lives of Company property and equipment is based on collective assessment of industry 
practice, internal technical evaluation and experience with similar assets. It is possible, 
however, that future results of operations could be materially affected by changes in estimates 
brought about by changes in factors mentioned above. The amounts and timing of recorded 
expenses for any period would be affected by changes in these factors and circumstances. A 
reduction in the estimated useful lives of Company property and equipment would increase 
recorded operating expenses and decrease noncurrent assets. 
 
Property and equipment, net of accumulated depreciation and amortization amounted to 
P31,845,354 and P31,496,200 as of December 31, 2021 and 2020, respectively (see Note 
11). 
 
c. Impairment of Nonfinancial Assets 
 
Except for intangible assets with indefinite useful lives, PFRS requires that an impairment 
review be performed when certain impairment indicators are present. The Company’s policy 
on estimating the impairment of non-financial assets is discussed in detail in Note 2.16. 
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 a material adverse effect on the results of operations. 

 
No impairment losses on other nonfinancial assets were recognized in 2021 and 2020. 
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d. Fair Value of Land and Condominium and Improvements  
 
The fair value of the Company’s land and condominium and improvements are determined 
from market-based evidence by appraisal that was undertaken by an independent firm of 
appraisers in calculating such amounts. While management believes that the assumptions 
and market-based evidences used are reasonable and appropriate, significant differences in 
actual experience or significant changes in the assumptions may materially affect the 
valuation of the Company’s land and condominium. However, management believes that the 
carrying amounts of condominium as of December 2013 do not differ materially from that 
which would be determined using appraised value and fair value at reporting date (Note 11). 
 
e. Impairment of Available for Sale Securities 

 
The Company follows the guidance of PAS 39 on determining when an investment is other 
than temporarily impaired. This determination requires significant judgment. In making this 
judgment, the Company evaluates, among other factors, the duration and extent to which the 
fair value of an investment is less than its cost; and the financial health of and near-term 
business outlook for the investee, including factors such as industry and sector performance, 
changes in technology and operational and financing cash flow. 
 
The carrying values of the Company’s AFS financial statements amounted to P12,942,094 
and P12,971,,364 as of December 31, 2021 and 2020, respectively. The Company has not 
recognized any allowance for impairment losses as of December 31, 2021 and 2020, 
respectively (Note 9). 

 
f. Impairment of Receivables 
 
Allowance is made for specific and groups of accounts, where objective evidence of 
impairment exists. The Company evaluates these accounts based on available facts and 
circumstances, including, but not limited to, the length of the Company’s relationship with the 
customers, the customers’ current credit status based on third party credit reports and known 
market forces, average age of accounts, collection experience and historical loss experience. 
 
Insurance receivables amounted to P322,649,341 and P344,299,590 as of December 31, 
2021 and 2020, respectively (Note 6). Provision for doubtful accounts amounted to 
P6,587,459 and P4,254,870 in 2021 and 2020, respectively. 
  
Other receivables amounted to P114,477,830 and P104,137,749 as of December 31, 2021 
and 2020, respectively (Note 7). 

  
g. Realizable Amount of Deferred Tax Assets 
 
The Company reviews its deferred tax assets at the end of each reporting period and reduces 
the carrying amount 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. 
 
The Company’s deferred tax assets amounted to P11,863,404 and P10,406 as of December 
31, 2021 and 2020, respectively (Note 28). 

 
h. Retirement Benefits  
 
The cost of defined benefit pension plans and other post employment medical benefits as well 
as the present value of the pension obligation are determined using actuarial valuations.  The 
actuarial valuation involves making various assumptions.  These include the determination of 
the discount rates, future salary increases, mortality rates and future pension increases.  Due 
to the complexity of the valuation, the underlying assumptions and its long-term nature, 
defined benefit obligations are highly sensitive to changes in these assumptions.  All 
assumptions are reviewed at each reporting date.  The net defined benefit liability amounted 
to P25,909,901 and P22,833,124 as at December 31, 2021 and 2020, respectively (Note 19). 
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In determining the appropriate discount rate, management considers the interest rates of 
government bonds that are denominated in the currency in which the benefits will be paid, 
with extrapolated maturities corresponding to the expected duration of the defined benefit 
obligation. 
 
The mortality rate is based on publicly available mortality tables for the specific country and is 
modified accordingly with estimates of mortality improvements. Future salary increases and 
pension increases are based on expected future inflation rates for the specific country. 
 
i. Revenue Recognition 
 
The revenue recognition policies require the use of estimates and assumptions that may affect 
the reported amounts of the revenues and receivables.  

 
j. Fair Values of Financial Assets and Liabilities 

 
Financial assets and liabilities of the Company are recognized initially at cost which is the fair 
value of the consideration given (in case of asset) or received (in case of liability).  Subsequent 
to initial recognition, assets and liabilities are either valued at amortized cost using the 
effective interest method or at fair value depending on classification. 
 
The following table sets forth the carrying values and estimated fair values of the Company’s 
financial assets and liabilities recognized as at December 31, 2021 and 2020. There are no 
material unrecognized financial assets and liabilities as of December 31, 2021 and 2020. 
 

  Carrying Value Fair Value 

 2021 2020 2021 2020 
Financial Assets     
Cash and cash 

equivalents 433,965,101 322,967,793 433,965,101 322,967,793 
Insurance receivables 322,649,341 344,299,590 322,649,341 344,299,590 
Other receivables 114,447,830 104,138,749 114,447,830 104,138,749 
Loans receivable 269,903,193 276,433,440 269,903,193 276,433,440 
Financial assets at fair 

value through profit 
and loss 50,123,757 49,288,241 50,123,757 49,288,241 

AFS financial asset 12,942,094 12,971,364 12,942,094 12,971,364 
HTM financial asset 259,251,535 247,187,989 259,251,535 247,187,989 

Total Financial Assets 1,463,282,851 1,357,287,166 1,463,282,851 1,357,287,166 

Financial Liabilities     
Accounts payable and 

accrued expenses* 90,336,928 66,700,899 90,336,928 66,700,899 
Due to reinsurers 200,948,831 143,131,211 200,948,831 143,131,211 
Claims and losses 

payable** 230,757,593 35,967,810 230,757,593 35,967,810 
Deposits  67,553,317 86,362,108 67,553,317 86,362,108 
Total Financial 

Liabilities 589,596,669 332,162,028 589,596,669 332,162,028 
*excluding payable to government regulatory agencies 
**excluding effect of appraisal of insurance contracts 
 
A number of the Company’s accounting policies and disclosures require the determination of 
fair value for both financial and non-financial assets and liabilities. Fair values have been 
determined for measurement and disclosure purposes based on the methods described 
below.  
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Cash and Cash Equivalents 
 
The carrying amount approximates the fair value primarily due to the relatively short-term 
maturity of these financial instruments. 
 
Receivables /Accounts Payable and Accrued Expenses 
 
Current receivables are reported at their net realizable values, at total amounts less 
allowances for impairment losses. Current liabilities are stated at amounts reasonably 
expected to be paid within the next twelve months or within the Company’s operating cycle. 
 
Due to Reinsurers/Claims and Losses Payable/Deposits 
 
Liabilities are stated at amounts reasonably expected to be paid within the next twelve months 
or within the Company’s operating cycle. 
 
Other Financial Assets 
 
Financial Assets at Fair Value through Profit or Loss – Held for Trading 
 
These are measured at fair value based on the quoted price at market as of the balance sheet 
date.  

 
Held to Maturity 
 
These are carried in the books at amortized cost except time deposits and special savings 
deposits which are measured at their face amount approximating their fair value. 
 
Available for Sale  
 
Unquoted AFS financial assets are carried at cost less any impairment in value.  These 
financial assets are equity shares of private entities and are not traded in an active market, 
hence its fair value cannot be determined reliably. 
 
Short-term Investments 
 
These pertain to special savings deposits which are measured at cost since cost equals the 
face value of the investment. 
 
The financial assets measured at fair value in the statements of financial position are 
categorized in accordance with the fair value hierarchy. This hierarchy groups financial assets 
and liabilities into three levels based on the significance of inputs used in measuring the fair 
value of the financial assets and liabilities. 
 
The level within which the financial asset or liability is classified is determined based on the 
lowest level of significant input to the fair value measurement. 
 
The breakdown of the Company’s financial assets measured at fair value in its statements of 
financial position as of December 31, 2021 and 2020 is as follows (see Note 9): 
 

 2021 Level 1 Level 2 Level 3 
Financial assets at fair value 

through profit and loss 50,123,757 - - 
AFS financial asset - 12,942,094 - 

 
2020 Level 1 Level 2 Level 3 
Financial assets at fair value 

through profit and loss 49,288,241 - - 
AFS financial asset - 12,971,364 - 
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4. Financial Risk Management Objectives and Policies 
 
4.1 Governance Framework 
 

The Company has established a risk management function with clear terms of reference and 
with the responsibility for developing policies on market, credit, liquidity, insurance and 
operational risk. It also supports the effective implementation of policies at the individual 
business unit levels. 
 
The policy defines the Company’s identification of risks and its interpretation, limit structure to 
ensure the appropriate quality and diversification of assets, alignment of underwriting and 
reinsurance strategy to the corporate goals and specify reporting requirements. 

 
4.2 Strategy in Using Financial Instruments 
 

By their nature, the Company’s activities are principally related to the use of financial 
instruments. The Company seeks to increase these margins by consolidating short-term funds 
and lending for longer periods at higher rates, while maintaining sufficient liquidity to meet all 
claims that might fall due. 
 
The Company also trades in financial instruments where it takes positions in traded and over 
the-counter instruments, to take advantage of short-term market movements in equities and 
bonds. 
 

4.3  Liquidity Risk 
 
Liquidity risk is the risk that there are insufficient funds available to adequately meet the credit 
demands of the Company’s customers and repay deposits on maturity. The Company 
manages liquidity risk by holding sufficient liquid assets of appropriate quality to ensure short-
term funding requirements are met. In addition, the Company seeks to maintain sufficient 
liquidity to take advantage of interest rate and exchange rate opportunities when they arise. 

 
The Company’s financial liabilities as of December 31, 2021 and 2020 have contractual 
maturities which are presented below:  
 

 Total    Current Noncurrent 

2021 
Carrying 

Value 
On  Within 6 6 to 12 1 to 5 

Demand  Months Months  Years 
Accounts payable and accrued 

expenses* 90,336,928 90,336,928 - - - 

Due to reinsurers 200,948,831 200,948,831 - - - 

Claims and losses payable 230,757,593 230,757,593 - - - 

Deposits  67,553,317 67,553,317 - - - 

  589,596,669 589,596,669 - - - 

*net of payable to government regulatory agencies 

      

 Total    Current Noncurrent 

2020 
Carrying 

Value 
On  Within 6 6 to 12 1 to 5 

Demand  Months Months  Years 
Accounts payable and accrued 

expenses* 66,700,899 66,700,899 - - - 

Due to reinsurers 143,131,211 143,131,211 - - - 

Claims and losses payable 35,967,810 35,967,810 - - - 

Deposits  86,362,108 86,362,108 - - - 

  332,162,028 332,162,028 - - - 

*net of payable to government regulatory agencies 
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The following table details the Company’s expected maturity for its financial assets. The table 
has been drawn up based on the undiscounted contractual maturities of the financial assets 
including interest that will be earned on those assets. The inclusion of information on non-
derivative financial assets is necessary in order to understand the Company’s liquidity risk 
management as the liquidity is managed on a net asset and liability basis. 
 

 Total    Current Noncurrent 

2021 
Carrying 

Value 
On  Within 6 6 to 12 1 to 5 

Demand  Months Months  Years 
Cash and cash 

equivalents 433,965,101 331,791,930 102,173,171 - - 

Insurance receivables 322,649,341 162,006,343 160,642,998 - - 

Other receivables 114,447,830 - 114,447,830 - - 

Loans receivable 269,903,193 - 110,000,000 34,157,343 125,745,850 
Financial assets at fair 

value through profit 
and loss 50,123,757 50,123,757 - - - 

AFS financial asset 12,942,094 12,942,094 - - - 

HTM financial asset 259,251,535 - 1,010 1,010 259,249,515 

  1,463,282,851 556,864,124 487,265,009 34,158,353 384,995,365 

 

 Total    Current Noncurrent 

2020 
Carrying 

Value 
On  Within 6 6 to 12 1 to 5 

Demand  Months Months  Years 

Cash and cash equivalents 322,967,793 226,609,517 96,358,276 - - 

Insurance receivables 344,299,590 96,670,535 42,154,874 205,474,181 - 

Other receivables 104,138,749 44,489,041 59,649,708 - - 

Loans receivable 276,433,440 - 42,377,778 125,000,000 109,055,662 
Financial assets at fair value 

through profit and loss 49,288,241 49,288,241 - - - 

AFS financial asset 12,971,364 12,971,364 - - - 

HTM financial asset 247,187,989 - 28,244,311 28,244,311 190,699,367 

  1,357,287,166 430,028,698 268,784,947 358,718,492 299,755,029 

 
4.4  Market Risk 

 
The Company’s exposure to market risk, the risk of future loss from changes in the price of a 
financial instrument, relates primarily to its holdings in debt securities. The Company manages 
its risk by identifying, analyzing and measuring relevant or likely market risks. It recommends 
various limits on value-at-risk, stop loss, trading volume and earning-at-risk. 
 
Interest Rate Risk Sensitivity Analysis 

  
The Company’s exposure to interest rate risk arises from the following interest-bearing 
financial instruments: 

 
  2021 2020 
Cash in banks 433,965,101 322,967,793 
Mortgage loan receivable 269,903,193 276,433,440 
HTM financial asset 259,251,535 247,187,989 

  963,119,829 846,589,222 

 
The changes in interest rates used in the analysis of cash equivalents and held to maturity 
financial assets have been determined based on the average volatility in interest rates in the 
previous 12 months. The changes in interest rates used in the analysis of time deposits and 
treasury bills are based on the volatility of the Bangko Sentral ng Pilipinas (BSP)’s compilation 
of domestic rates on short-term investment in the past twelve months. 
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Increase (Decrease) in Effect on 

Interest Rate Profit before Tax 

 2021 2020 2021 2020 
Cash in banks 0.150% 0.150% 650,948 484,452 
 0.150% 0.150% (650,948) (484,452) 
HTM financial assets 3.52% 2.16% 9,125,654 5,339,261 
 -3.52% -2.16% (9,125,654) (5,339,261) 

 
The Company’s mortgage loans receivable have minimal exposure to interest risks as the 
interest rates imposed by the Company are fixed until maturity of these loans. 
 
Price Risk 
 
The Company’s price risk exposure at year end-relates to financial assets and liabilities whose 
values will fluctuate as a result of change in market prices, principally held for trading equity 
securities. 
 
Such investment securities are subject to price risk due to changes in market values of 
instruments arising either from factors specific to individual instruments or their issuers or 
factors affecting all instruments traded in the market. 
 
The Company’s market risk policy requires it to manage such risks by setting and monitoring 
objectives and constraints on investment, diversification plan and limits on investments. 
 

4.5 Insurance risk 
 

The risk under an insurance contract is the possibility of occurrence of insured event and 
uncertainty of the amount and timing of the resulting claim. The principal risk the Company 
faces under such contracts is that the actual claims and benefit payments exceed the carrying 
amount of insurance liabilities. This is influenced by the frequency of claims, severity of claims, 
and actual benefits paid that are greater than originally estimated.  
 
The variability of risks is improved by diversification of risk of loss to a large portfolio of 
insurance contracts as a more diversified portfolio is less likely to be affected across the board 
by change in any subset of the portfolio. The variability of risks can also be improved by careful 
selection and implementation of underwriting strategy and guidelines.  
 
The majority of reinsurance business ceded is placed on a quota share basis with retention 
limits. Amounts recoverable from reinsurers are estimated in a manner consistent with the 
assumptions used for ascertaining the underlying policy benefits and are presented in the 
statements of financial position as “Reinsurance recoverable on unpaid losses”.  
 
Although the Company has reinsurance agreements, it is not relieved of its direct obligations 
to its policyholders and thus a credit exposure exists with respect to reinsurance ceded, to the 
extent that any reinsurers is unable to meet its obligations assumed under such reinsurance 
agreements. The Company’s placement of reinsurance is diversified such that it is neither 
dependent on a single reinsurer nor are the operations of the Company substantially 
dependent upon any single reinsurance contract.  
 
For the years ended December 31, 2021 and 2020, the Company issued general accident 
insurance contracts. The table below sets out the concentration of the claims liabilities, net of 
recoverable as of December 31, 2021 and 2020: 
 

  2021 2020 
Gross amount of losses and claims payable 230,757,593 139,817,918 
Less: Reinsurance recoverable on unpaid losses 107,882,887 46,364,249 

Net amount 122,874,706 93,453,669 
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Key assumptions  
 
The principal assumption underlying the estimates is the Company’s past claims development 
experience. This includes assumptions in respect of average claim costs and claim numbers 
for each accident year. Judgment is used to assess the extent to which external factors such 
as judicial decisions and government legislation affect the estimates.  
 
Other key assumptions include variations in interest, delays in settlement and changes in 
foreign currency rates.  
 
Sensitivities  
 
The insurance claims provision is sensitive to the above key assumptions. Because of delays 
that arise between occurrence of a claim and its subsequent notification and eventual 
settlement, the outstanding claims provision is not known with certainty at the reporting dates. 
 

4.6 Financial risk 
 

The Company is exposed to a range of financial risks through its financial assets, financial 
liabilities, reinsurance assets and insurance liabilities. In particular, the key financial risk is that 
in the long-term its investment proceeds are not sufficient to fund the obligations arising from 
its insurance and investment contracts. The most important components of this financial risk 
are interest rate risk, equity price risk, foreign currency risk and credit 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 risks that the Company 
primarily faces due to the nature of its investments and liabilities are interest rate risk and 
equity price risk. 

 
The Company has not changed the processes used to manage its risks from previous periods. 

 
4.7 Credit risk 
 

The Company has exposure to credit risk, which is the risk that a counterparty will be unable 
to pay amounts in full when due. Key areas where the Company is exposed to credit risk are:  

 
 reinsurers’ share of insurance liabilities; 
• amounts due from reinsurers in respect of claims already paid; 
•  amounts due from insurance contract holders; 
•  amounts due from insurance intermediaries; and 
•  counterparty risk with respect to derivative transactions. 

 
The Company structures the levels of credit risk it accepts by placing limits on its exposure to 
a single counterparty, or groups of counterparty, and to geographical and industry segments. 
Such risks are subject to an annual or more frequent review. Limits on the level of credit risk 
by category and territory are approved quarterly by the Board of Directors. 

 
Reinsurance is used to manage insurance risk. This does not, however, discharge the 
Company’s liability as primary insurer. If a reinsurer fails to pay a claim for any reason, the 
Company remains liable for the payment to the policyholder. The creditworthiness of 
reinsurers is considered on an annual basis by reviewing their financial strength prior to 
finalization of any contract. 

 
With respect to credit risk arising from other financial assets of the Company, which comprise 
of cash and cash equivalents, its exposure to credit risk arises from the default of the 
counterparty with a maximum exposure equal to the carrying value of these instruments. This 
is mitigated, however, by the Company’s policy of placing it funds only in reputable banks and 
financial institutions.  
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The maximum exposure to credit risk at end of reporting period is as follows: 
 

  2021 2020 
Cash and cash equivalents, net of cash on hand 433,965,101 322,967,793 
Insurance receivables, gross 340,141,085 356,067,559 
Other receivables 114,447,830 104,138,749 
Mortgage loan receivable 269,903,193 276,433,440 
Financial assets at fair value through profit and loss 50,123,757 49,288,241 
AFS financial asset 12,942,094 12,971,364 
HTM financial asset 259,251,535 247,187,989 

Total Financial Assets 1,480,774,595 1,369,055,135 
 

Information on concentration of credit as to counterparties as of December 31, 2021 and 2020 
as follows: 
 

2021 High Grade 
Standard 

Grade 
Substandard 

Grade Total 

Cash and cash equivalents 433,965,101 - - 433,965,101 
Insurance receivables 237,720,393 67,437,204 17,491,744 322,649,341 
Other receivables 63,460,847 - 50,986,983 114,447,830 
Mortgage loan receivable 269,903,193 - - 269,903,193 
Financial assets at fair value 

through profit and loss 50,123,757 - - 50,123,757 

AFS financial asset 12,942,094 - - 12,942,094 

HTM financial asset 259,251,535 - - 259,251,535 

  1,327,366,920 67,437,204 68,478,727 1,463,282,851 

 

2020 High Grade 
Standard 

Grade 
Substandard 

Grade Total 

Cash and cash equivalents 322,967,793 - - 322,967,793 
Insurance receivables 259,397,024 84,902,566 11,767,969 356,067,559 
Other receivables 92,717,740 11,421,009 - 104,138,749 
Mortgage loan receivable 276,433,440 - - 276,433,440 
Financial assets at fair value 

through profit and loss 49,288,241 - - 49,288,241 

AFS financial asset 12,971,364 - - 12,971,364 

HTM financial asset 247,187,989 - - 247,187,989 

  1,260,963,591 96,323,575 11,767,969 1,369,055,135 

 
High Grade financial assets apply to highly rated financial obligors, strong corporate 
counterparties and personal borrowers with whom the Company has excellent repayment 
experience. 
 
Standard Grade financial assets apply to counterparties with risk profiles that are subject to 
closer monitoring and scrutiny with the objective of managing risk and moving accounts to 
improve rating category. 
 
Substandard Grade financial assets are accounts that are past due and specifically identified 
to be impaired. 
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The analysis of the Company’s receivables as of December 31, 2021 and 2020 according to 
credit quality is as follows: 
 

   Past Due   

2021 

Neither Past  
Due nor 
Impaired Impaired Not Impaired Total 

Premiums receivable 160,642,998 17,491,744 84,928,948 263,063,690 

Receivable from reinsurers 77,077,395 - - 77,077,395 

Doc stamps receivable 63,008,955 - 86,584,209 149,593,164 

Accounts receivable 21,329,111 - 5,992,383 27,321,494 

Premiums due from ceding 19,251,003 - 11,562,157 30,813,160 

Bonds recoverable 2,722,346 - - 2,722,346 

Accrued interest receivable 1,762,328 - - 1,762,328 

Other loans receivable 3,001,235  - 3,001,235 

Advances from employees - - - - 

Others 3,372,852 - - 3,372,852 

Mortgage loan receivable 269,903,193 - - 269,903,193 

  622,071,416 17,491,744 189,067,697 828,630,857 

 

   Past Due   

2020 

Neither Past  
Due nor 
Impaired Impaired Not Impaired Total 

Premiums receivable 149,865,522 11,767,969 84,902,566 246,536,057 

Receivable from reinsurers 109,531,502 - - 109,531,502 

Doc stamps receivable 34,745,266 - 26,934,501 61,679,767 

Accounts receivable 4,718,043 - 5,992,383 10,710,426 

Premiums due from ceding 3,963,715 - 11,562,157 15,525,872 

Bonds recoverable 2,722,346 - - 2,722,346 

Accrued interest receivable 8,050,585 - - 8,050,585 

Other loans receivable 2,041,728  - 2,041,728 

Advances from employees 772,765 - - 772,765 

Others 2,635,260 -  2,635,260 

Mortgage loan receivable 247,187,989 - - 247,187,989 

  566,234,721 11,767,969 129,391,607 707,394,297 

 
The movements in allowance for impairment losses in respect of receivables during the years 
ended December 31, 2021 and 2020 is shown in Note 6.  
 
The allowance for impairment losses on receivables as of December 31, 2021 and 2020  
relates to receivables from customers which have been long outstanding and specifically 
identified to be impaired.  
 
The Company has not provided additional allowance for doubtful accounts on other receivables 
which are past due but not impaired at the end of the reporting period because management 
believes there has not been a significant change in credit quality of these receivables. 
 
There was no additional impairment on the rest of the financial assets of the Company. 
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5. Cash and Cash Equivalents 
 
 This consists of the following: 
 

  2021 2020 

Cash 331,791,930 227,881,235 
Cash equivalents 103,638,312 96,358,276 

  435,430,242 324,239,511 
 

Cash accounts with banks generally earn interest at rates based on daily bank deposit rates. 
Cash equivalents are placements that have an average maturity of 90 days and earn interest 
ranging from 1.5% to 5.75% in 2021 and 2020. 
 
Interest earned on bank deposits amounting to P1,310,296 and P1,550,898 in 2021 and 2020, 
respectively, are recognized in the statement of comprehensive income as interest income 
(Note 22). 

 
 

6. Insurance Receivables  
 
 This consists of the following: 
 

  2021 2020 
Premiums receivable 263,063,690 246,536,057 
Receivable from reinsurers 77,077,395 109,531,502 

 340,141,085 356,067,559 
Less: Allowance for doubtful accounts (17,491,744) (11,767,969) 

  322,649,341 344,299,590 
 
The aging of premiums receivable is shown as follows: 
 

  2021 2020 
Current  178,134,742 149,865,522 
Past Due   
91 days to 1 year 49,258,200 55,667,546 
1-2 years 20,030,423 17,149,174 
2-3 years 3,326,882 11,363,832 
Beyond 3 years 12,313,443 12,489,983 

  84,928,948 96,670,535 

  263,063,690 246,536,057 
 
Premiums receivable pertain to due from contract holders for unpaid insurance premiums. 
The average credit period on insurance contracts is 90 days. No interest is charged on 
receivables for the first 30 days from the date of the invoice.  
 
Amounts due from reinsurers comprise of reinsurance receivables where the Company has 
the right to call a letter of credit given by reinsurers to cover losses on credit insurance 
provided to policyholders. 
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The movements in allowance for impairment losses with respect to receivables during the 
year ended December 31, 2021 and 2020 are as follows: 
 

  2021 2020 
Beginning 11,767,969 7,600,647 
Provision 6,587,459 4,167,322 
Write off (863,684)  

Ending  17,491,744 11,767,969 
 
The allowance for impairment losses on receivables as of December 312021 and 2020 relates 
to receivables from customers which have been long outstanding and specifically identified to 
be impaired.  
 
In 2021, the Board approved the write off of accounts amounting to P863,684.  
 
Reinsurance receivables pertain to amounts recoverable from reinsurers on losses already 
paid by the Company. These amounts are due and demandable. 

 
 

7. Other Receivables 
 

This consists of the following receivables:  
 

  Note 2021 2020 
Doc stamps receivable  63,008,955 61,679,767 
Accounts receivable  21,329,111 10,710,426 
Premiums due from ceding  19,251,003 15,525,872 
Bonds recoverable  2,722,346 2,722,346 
Other loans receivable  1,762,328 2,041,728 
Advances from employees  3,001,235 772,765 
Accrued interest receivable 29 - 8,050,585 
Others  3,372,852 2,635,260 
   114,447,830 104,138,749 

 
The aging of the above receivables is shown as follows: 
 

  2021 2020 

Current 63,460,847 59,649,708 
Past Due   
Over 90 days to 1 year 4,377,125 23,282,529 
1-2 years 5,321,036 4,507,032 
2-3 years 18,083,943 1,270,071 
Beyond 3 years 23,204,879 15,429,409 

  50,986,983 44,489,041 

  114,447,830 104,138,749 
 
Documentary stamps receivable pertains to documentary stamps and other taxes on 
uncollected premiums receivables. 
 
Accounts receivable consists of non-interest-bearing open accounts with agents, brokers and 
other parties. 
 
Bonds recoverable are claims paid by the Company to be recovered from the assured. 
 
Accrued interest receivable pertains to interest earned but not yet received on time deposits 
and held to maturity financial assets. 
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Included in other receivables is salvage recoverable which is secured.  
 
The Company has not provided an allowance for doubtful accounts on its other receivables 
which are past due but not impaired at the end of the reporting period because management 
believes there has not been a significant change in credit quality and these receivables are 
fully collectible. 

 
 

8. Loans Receivable 
 

This pertains to loans granted to various borrowers which earns interest at a rate of ranging 
from 6%-10%per annum payable on a monthly basis. The breakdown as to maturity is as 
follows: 
 

  2021 2020 

Current 144,157,343 167,377,778 
Noncurrent 125,745,850 109,055,662 

  269,903,193 276,433,440 
 
The breakdown of loans as to security is as follows: 
 

  2021 2020 

Real estate 126,433,440 126,433,440 
Chattel 143,469,753 150,000,000 

  269,903,193 276,433,440 
 
Interest earned on mortgaged loans amounted to P9,308,868 and P16,128,512 in 2021 and 
2020, respectively (Note 22). 

 
 

9. Financial Assets 
 
This account consists of: 

 

  2021 2020 
Financial asset at fair value through profit or loss 50,120,127 49,288,241 
Available for sale 12,945,724 12,971,364 
Held to maturity 259,251,535 247,187,989 
Other investments 333,111 275,130 

  322,650,497 309,722,724 
 

a. Financial Assets at Fair Value through Profit or Loss 
 
These are equity instruments listed in the PSE acquired designated as FVPL based on initial 
recognition measured at fair value. These investments are designated by the Company at 
FVPL.  

 
This is accounted for as follows: 
 

  
  

Cost Market Value 
2021 2020 2021 2020 

Balance beginning 49,158,302 49,158,302 49,228,241 43,323,471 
Gain (Loss) on recognition of 

market value - - 895,516 5,964,770 
Held for trading 49,158,302 49,158,302 50,123,757 49,228,241 
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Dividends earned and received from held for trading financial assets amounted to P1,766,676 
and P1,354,724 in 2021 and 2020, respectively (Note 22). 
 
b. Available for Sale Financial Instruments  

 
These are equity securities that are purchased and held indefinitely and will be available to be 
sold when the need for liquid funds arises during the operating cycle.  
 
The breakdown of AFS securities is as follows: 
 

  2021 2020 
Quoted  12,397,366 12,353,002 
Unquoted 618,362 618,362 

  13,015,728 12,971,364 
 
The movement of available for sale financial assets is as follows: 
 

  2021 2020 
Beginning balance 12,971,364 12,732,665 
Disposals (234,479) - 
Unrealized gain 205,209 238,699 

  12,942,094 12,971,364 
 
There were no amounts reclassified from equity and reported in profit and loss during the 
period. 
 
The movement of unrealized gain through OCI is as follows: 
 

  2021 2020 
Beginning, net of tax 621,101 454,012 
Change in tax rate 44,364  
Unrealized gain (loss) on AFS financial asset 205,209 238,699 
Income tax effect (51,302) (71,610) 
Current year gain (loss), net of tax 198,271 167,089 
 Ending balance, net of tax 819,371 621,101 

 
c. Held to Maturity Financial Instruments 
  
These are debt securities with fixed or determinable payments and fixed maturity that an 
enterprise has the positive intent and ability to hold to maturity. These consist of treasury bills 
and corporate bonds. These are measured at amortized cost using the effective interest rate 
method.  
 
The breakdown as to maturity of these financial assets is as follows: 
 

 2021 2020 
Current 71,858,185 56,488,622 
Noncurrent 187,393,350 190,699,367 

  259,251,535 247,187,989 
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The movement of these financial assets is as follows: 
 

  2021 2020 
Beginning balance 247,187,989 246,088,026 
Additional acquisition of held to maturity 71,323,635 43,003,886 
Matured during the year (59,880,000) (42,091,709) 
Amortization of bond premium 619,911 187,786 

  259,251,535 247,187,989 
 
Interest earned on held to maturity financial assets amounted to P8,892,788 and P20,652,496 
in 2021 and 2020, respectively (Note 22). 

 
d. Investment in Closed Companies 
 
The Company has investments in closed companies amounting to P288,630 in 2021 and 
2020 broken as follows: 
 

Financial assets at fair value through profit or loss 63,630 
Available for sale  225,000 

 288,630 
 
Impairment losses have been recognized on the above investments recognized as 
unrealized loss in both profit and loss and other comprehensive income.  

 
 

10. Other Current Assets 
 

This account pertains to prepaid insurance and rent at the end of the year. 
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11. Property and Equipment  
 

This account is broken down as follows: 
 

  Land Building and 
Furniture, 

Fixture and Transportation Leasehold  

   Improvements 
Office 

equipment Equipment Improvement Total 

Costs       
Dec. 31, 2019 137,205 28,392,014 6,990,991 3,574,031 1,203,122 40,297,363 

Additions - - 9,673,416 2,208,610 31,285 11,913,311 

Dec. 31, 2020 137,205 28,392,014 16,664,407 5,782,641 1,234,407 52,210,674 

Additions - - 4,354,653 - 1,868,153 6,222,806 

Disposal - - - (273,723) - (273,723) 

Dec. 31, 2021 137,205 28,392,014 21,019,060 5,508,918 3,102,560 58,159,757 

       

Accumulated      - 
   
Depreciation      - 

Dec. 31, 2019 - 9,835,509 4,404,449 2,248,996 877,636 17,366,590 

Provision - 1,300,716 1,541,389 411,234 94,545 3,347,884 

Dec. 31, 2020 - 11,136,225 5,945,838 2,660,230 972,181 20,714,474 

Provision - 1,300,715 3,352,608 808,056 412,273 5,873,652 

Disposal -   (273,723)  (273,723) 

Dec. 31, 2021 - 12,436,940 9,298,446 3,194,563 1,384,454 26,314,403 

       
Net Book 
Value       
Dec. 31, 2020 137,205 17,255,789 10,718,569 3,122,411 262,226 31,496,200 

Dec. 31, 2021 137,205 15,955,074 11,720,614 2,314,355 1,718,106 31,845,354 

 
 
Additions during the year were valued at acquisition costs and other direct costs other 
expenditures necessary to bring the asset to its intended use. These properties are not 
encumbered and no impairment losses were recognized during the year.  
 
Depreciation charged to operations amounted to P5,873,652 and P3,347,884 and in 2021 
and 2020, respectively. 
 
Revaluation of Land 
 
In 2000, the Company’s lands were appraised by Cuervo Appraisal Co., Inc., an independent 
appraiser. The reconciliation of these lands is as follows: 
 

  2021 2020 
Cost  37,783 37,783 
Appraisal Increment  99,422 99,422 

Appraised Value  137,205 137,205 
 
No updated appraisal conducted on the land since the amount of the land is immaterial. 
 
Revaluation of Condominium 
 
Condominium unit is stated at revalued amount. The related revaluation increment is reported 
in the equity section of the statement of financial position under the “Appraisal Increment” 
account. 
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In December 2013, the Company’s condominium unit with a carrying value of P20,919,592 
was appraised by an independent appraiser, to have a sound value of P28,392,014, resulting 
into appraisal surplus of P7,472,422. 
 
The valuation technique used by the appraiser in determining the fair value of the 
condominium unit fall under Level 2 (Note 2.3). 
 
Appraisal Increment  
 
In compliance with PAS 16, Property and Equipment and PAS 12, Income Taxes, the 
Company recognized deferred tax liability on its appraisal increment. The balances are as 
follows: 
 

  Note  2021 2020 

Appraisal increment  4,237,324 4,654,139 
Less: Deferred tax liability 28 1,059,336 1,396,246 

Net   3,177,988 3,257,893 
 
The breakdown of appraisal increment is as follows: 
 

  2021 2020 
Land             69,595          69,595  
Condominium        3,108,393     3,188,298  

        3,177,988     3,257,893  
 

The reconciliation of appraisal increment on condominium is as follows: 
 

  2021 2020 
Beginning, net of tax        3,257,893     3,549,664  

     
Current year adjustments           232,707   
Depreciation on appraisal increment          (416,815)      (416,815) 
Income tax effect           104,203        125,044  

            (79,905)      (291,771) 
         3,177,988     3,257,893  

 
The carrying amounts of these properties if the cost method is used are as follows: 
 

  2021 2020 
Land             37,783          37,783  
Condominium       11,717,750    12,601,650  

       11,755,533    12,639,433  

 
  



41 
 

 

12. Insurance Contracts 

 

a. Deferred Acquisition Costs 

 

The movements in this account are as follows: 

 
  Note 2021 2020 
Balance at beginning of year  63,902,631 65,171,205 
Cost deferred  60,246,424 63,902,631 
Cost recognized  (63,902,631) (65,171,205) 

Balance at end of year 32 60,246,424 63,902,631 

 

The increase or decrease of deferred acquisition costs for the year is presented as part 
of commission in the Statement of Comprehensive Income. 

 

b. Deferred Reinsurance Premiums 

 

The movements in this account are as follows: 

 
  Note 2021 2020 
Balance at beginning of year  100,118,517 75,486,891 
Premiums retroceded during the year  128,542,025 100,118,517 
Premiums amortized during the year  (100,118,517) (75,486,891) 

Balance at end of year 32 128,542,025 100,118,517 

 

The increase or decrease of deferred reinsurance premiums for the year is presented 
as part of increase in premium reserves in the Statement of Comprehensive Income. 

 

c. Deferred Reinsurance Commission 

 

The movements in this account are as follows: 

 
  Note 2021 2020 
Balance at beginning of year  18,700,144 14,422,790 
Income deferred  29,633,379 18,700,144 
Income earned  (18,700,144) (14,422,790) 

Balance at end of year 32 29,633,379 18,700,144 

 

The increase or decrease of deferred reinsurance commission for the year is presented 
as part of increase in commission in the Statement of Comprehensive Income. 
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13. Other Assets 
 

This account consists of: 
 

  2021 2020 
Deposit for share purchase 265,000,000 265,000,000 
Reinsurance recoverable on unpaid losses 107,882,887 46,364,249 
Deposits 9,953,299 9,516,582 
Loss reserve withheld by ceding 2,454,545 2,454,545 

  385,290,731 323,335,376 
 
In 2019, Company paid P265,000,000 as partial payment for the controlling interest of the 
following companies: 
 

  
Percentage 

of ownership Shares Amount 
ASPAC Rural Bank 100% 2,499,990 334,822,993 
Cebu University Nurses’ Abode, Inc. 56.63% 771,446 77,099,692 

   411,922,685 
 

The remaining balance of P146,922,685 will be paid once the transfer has been completed.  
 

The shares of stocks corresponding to the above investment have not been transferred to 
the Company, hence, this investment is reported under Other Assets instead of Investment 
in Subsidiaries.   
 
Deposits represent utilities meter deposits and premium deposits on excess of losses paid. . 
 
Reinsurance recoverable on unpaid losses is the reinsurer’s share on the losses or claims 
that is yet to be settled by the Company (Note 16). The analysis of this account is as follows: 
 

  Note 2021 2020 
Beginning balance  46,364,249 18,156,302 
Losses incurred and recoverable from 

reinsurer  144,903,697 27,379,228 
Amounts settled by reinsurer  (46,364,249) (18,156,302) 
Effect of appraisal 32 (37,020,810) 18,985,021 

Ending balance  107,882,887 46,364,249 
 
Loss reserve withheld by ceding pertains to amount withheld by ceding insurance companies 
on paid losses.  
 
Software pertains to the accounting system used by the Company. This is amortized over a 
period of 5 years.  
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Shown below is the reconciliation of software as of December 31, 2021 and 2020: 
 

Cost  
Dec. 31, 2019               5,469,362  
Additions                           -   
Dec. 31, 2020               5,469,362  

  
Accumulated Depreciation  
Dec. 31, 2019               4,989,895  
Provision                  479,467  
Dec. 31, 2020               5,469,362  

  
Net Book Value  
Dec. 31, 2020                           -   

 
Amortization charged to operations amounted to P479,467 and in 2020. This software has 
been fully amortized as of December 31, 2020.  

 
 

14. Accounts Payable and Accrued Expenses 
 
 This account consists of the following: 
 

  2021 2020 
Accounts payable 90,336,928 66,700,899 
Payable to government regulatory agencies 56,387,371 53,392,217 

  146,724,299 120,093,116 
 

Accounts payable are short-term obligations to suppliers and creditors of the Company. 
 
Payable to government regulatory agencies pertains to remittances to SSS, PHIC and HMDF 
due in the year. 
 
The fair values of accounts payable and accrued expenses have not been disclosed as, due 
to their short duration, management considers the carrying amounts recognized in the 
statements of financial position to be a reasonable approximation of their fair values. 

 
 

15. Due to Reinsurers 
 

This pertains to payable to treaty and facultative reinsurers of the Company. 
 
These payables relate to the following: 
 
 Due to retrocessionaires are unremitted share in premiums of retrocessionaires. 

 
 Funds held for retrocessionaires represent portion of the reinsurance premium ceded to 

retrocessionaires which was withheld by the Company in accordance with treaty and 
facultative agreements. 

 
 

16. Claims and Losses Payable  
 

Outstanding claims will become payable and materialize into claims paid as and when 
amounts of insured losses suffered by policyholders have been ascertained and agreed, 
without any contractual maturity date. 
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The provision is sensitive to many factors such as interpretation of circumstances, judicial 
decisions, economic conditions and climatic changes and is subject to uncertainties such as: 
 
 Uncertainty 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 the policy holder as a result 
of an event occurring. 

 
The analysis of this payable is as follows: 
 

  Note 2021 2020 
Beginning balance  139,817,918 76,607,897 
Losses incurred  273,790,893 224,727,144 
Losses paid  (79,001,110) (199,912,118) 
Effect of appraisal 32 (103,850,108) 38,394,995 
Ending balance  230,757,593 139,817,918 
Amount to be recovered from reinsurer 13 (107,882,887) (46,364,249) 

Net  122,874,706 93,453,669 
 

 

17. Deposits 
 

This pertains to refundable miscellaneous deposits from various policy holders and agents. 
These deposits do not earn interest. These deposits amounted to P67,553,317 and 
P86,3662,108 as of December 31, 2021 and 2020, respectively. 

 
 

18. Unearned Premiums 
 

The reconciliation of unearned premiums is as follows: 
 

 Note 2021 2020 
Balance beginning 284,826,669 288,693,264 
Premiums written during the period 374,824,928 425,362,560 
Realized during the period                             21 (373,356,757) (429,229,155) 

  286,294,840 284,826,669 

 
Unearned premiums are broken down as follows: 
 

  2021 2020 
Casualty 210,332,342 147,509,521 
Fire 96,689,686 70,567,772 
Bonds 14,393,335 11,307,231 
Marine and engineering (35,120,523) 55,442,145 

  286,294,840 284,826,669 
 
Unearned premiums are the portion of premiums that relate to the unexpired periods of the 
policies at the end of each reporting period. 
 
The difference between the unearned premiums for the year is presented as decrease 
(increase) in earned premiums in the statements of comprehensive income. 
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19. Retirement Benefits 
 

The Company’s defined retirement benefit plan is noncontributory which provides retirement 
benefit equal to one (1) month pay for every year of service in the Company with the latest 
salary as the basis. The plan is not funded and is not registered with the Bureau of Internal 
Revenue. 
 
The expense recognized in profit and loss as of December 31, 2021 and 2020 is as follows:  
 

  2021 2020 
Current service cost 1,250,127 1,087,067 
Interest cost 1,826,650 1,610,819 
Retirement expense 3,076,777 2,697,886 

 
The movements in retirement liability are shown as follows: 
 

  2021 2020 
Accrued Benefit Obligation   
Beginning balance 22,833,124 20,135,238 
Current service cost 1,250,127 1,087,067 
Interest cost 1,826,650 1,610,819 

Ending balance 25,909,901 22,833,124 
   
The cost of defined benefit pension plans and other post employment medical benefits as well 
as the present value of the pension obligation are determined using actuarial valuations.  The 
actuarial valuation involves making various assumptions.  The principal assumptions used in 
determining pension and post-employment medical benefit obligations for the defined benefit 
plans are shown below:  
 

 2021 2020 
Discount rates 8% 8% 
Future salary increases 3.5% 3.5% 
Turnover rate 3% 3% 

 
There were no changes from the previous period in the methods and assumptions used in 
preparing sensitivity analysis. 
 
The sensitivity analysis below has been determined based on reasonably possible changes 
of each significant assumption on the defined benefit obligation as of the end of the reporting 
period, assuming if all other assumptions were held constant. 
 

December 31, 2021 Increase (Decrease) Effects 
Discount rates 50 basis points        3,909,742  

 (50 basis points)       (3,909,742) 
Turnover rate 0.25%        2,377,795  

 (0.25%)       (2,377,795) 
Future salary increases 1%        2,331,680  

 -(1%)       (2,331,680) 
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December 31, 2020 Increase (Decrease) Effects 
Discount rates 50 basis points 3,783,620 

 (50 basis points) (3,783,620) 
Turnover rate 0.25% 2,465,454 

 (0.25%) (2,465,454) 
Future salary increases 1% 2,342,185 

 -(1%) (2,342,185) 
 
The latest valuation conducted by an actuary was as of 2009. The assumptions used in the 
valuation may have already changed. Management believes, however, that these changes 
will not have a material effect on the statement of financial position.  

 

 

20. Capital Disclosures 
 

Share Capital 
 

Capital stock consists of: 
 

 Shares  Amount 
 2021 2020  2021 2020 
Authorized       
Common – P100 par value 

per share 3,000,000 3,000,000  300,000,000 300,000,000 
      
Subscribed and paid      
Beginning 3,000,000 2,500,000  300,000,000 250,000,000 
Additions during the year - 500,000  - 50,000,000 
Ending 3,000,000 3,000,000  300,000,000 300,000,000 

 
The Company has 59 stockholders, each owning 100 shares or more shares. Its shares are 
not traded in any stock exchange or over the counter market. 
 
In June 2013, the Board of Directors approved a resolution approving the declaration of a 
24% stock dividends based on the paid up capital in 2012 amounting to P39,000,000. The 
declaration resulted to a fractional shares totaling 30 shares or P3,000. The fractional shares 
were later issued resulting to an additional paid in capital amounting to P1,500. 
 
Contingency Surplus 
 
This represents contributions of the stockholders to cover any deficiency in the Margin of 
Solvency as required under the Insurance Code and can be withdrawn only upon the 
approval of the Insurance Commission. These contributions will be applied to deposit for 
future subscription as soon as the stockholders wills it. 
 
Deposit for Future Subscription 
 
On October 15, 2017, the Board of Directors and its stockholders approved a resolution to 
increase its authorized capital stock from P300,000,000 to P800,000,000. The payments for 
additional subscription from stockholders amounting to P296,250,000 and P31,250,000 as of 
December 31, 2021 and 2020, are reported in the equity section of statements of financial 
position as “Deposits for Future Subscription” pending application of the increase in the 
authorized capital stock since the application is already in process with the Securities and 
Exchange Commission.  
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Additional Capital Disclosures 
 
The Company’s objectives when managing capital are: 
 
 to safeguard the Company’s ability to continue as a going concern, so that it can 

continue to provide returns to shareholders and benefits for other stakeholders, and 
 

 To provide an adequate return to shareholders by pricing products and services 
consummately with the level of risk. 

 
Debt-to-Equity Ratio 
 
The Company sets the amount of capital in proportion to risk. It manages the capital structure 
and makes adjustments to it in the light of changes in economic conditions and the risk 
characteristics of the underlying assets. In order to maintain or adjust capital structure, the 
Company may adjust the amount of dividends paid to shareholders, return capital to 
shareholders, issue new shares or sell assets to reduce debt. 
 
Consistently with others in the industry, the Company monitors its capital on the basis of the 
adjusted net debt-to-equity ratio. This ratio is calculated as adjusted net debt over capital. 
Adjusted net debt is calculated as total debt (as shown in the statement of financial position) 
less cash and cash equivalents. Adjusted capital comprises all components of equity (i.e., 
share capital, revaluation increment, other comprehensive income and retained earnings) 
other than amounts recognized in equity relating to cash flow hedges, and including some 
forms of subordinated debt. 

 
The Company’s strategy has not changed in 2021 and 2020. The adjusted net debt-to-equity 
ratios at December 31, 2021 and 2020 are as follows: 
 

 2021 2020 
Total debt 1,002,894,775 838,439,834 
Less: Cash and cash equivalents 437,352,439 324,239,511 

Adjusted net debt 565,542,336 514,200,323 

Divided by: Total equity 1,082,141,998 1,049,653,498 

Adjusted net debt-to-equity ratio 0.52 0.49 
  

Retained Earnings 
 
The movement of the unappropriated retained earnings is as follows: 
 

  2021 2020 
Beginning 270,298,138 232,890,985 
Depreciation on appraisal surplus 416,815 416,815 
Net income for the year 31,977,641 36,990,338 

  302,692,594 270,298,138 

 
Limitation on Dividend Declaration 
 
The Company’s BOD is authorized to declare dividends. A cash dividend declaration does not 
require any further approval from the stockholders. However, a stock dividend declaration 
requires further approval of the stockholders holding or representing not less than two-thirds 
of the Company’s outstanding capital stock. Dividends may be declared and paid out of the 
unrestricted retained earnings which shall be payable in cash, property, or stock to all 
stockholders on the basis of outstanding stock held by them, as often and at such times as 
the BOD may determine and in accordance with law. 
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Section 195 of the Insurance Code provides that a domestic insurance company shall declare 
or distribute dividends on its outstanding stock only from profits remaining on hand after 
retaining unimpaired: 
 
 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. 
 
The Company is required to report such dividend declaration or distribution to the IC within 30 
days from the date of such declaration. 
 
Moreover, the SEC, through its Memorandum Circular 11 dated December 5, 2008 has set 
guidelines in determining the appropriate amount of Retained Earnings available for dividend 
distribution. This shall be based on the net profit for the year based on the audited financial 
statements, adjusted for unrealized items which are considered not available for dividend 
declaration. These unrealized items consist of the following: 
 
 share/equity in net income of the associate or joint venture 
 unrealized foreign currency gains, except those attributable to cash and cash equivalents 
 unrealized actuarial gains arising from the exercise of the option of recognizing actuarial 

gains or losses directly to the statement of comprehensive income 
 fair value adjustment arising only from marked-to-market valuation which are not yet 

realized 
 the amount of deferred tax asset that reduced the amount of income tax expense 
 adjustment due to deviation from PFRS/Generally Accepted Accounting Principles which 

results to gain 
 other unrealized gains or adjustments to the retained earnings. 
 
Capital Management  
 
The Company maintains a certain level of capital to ensure sufficient solvency margins and to 
adequately protect the policyholders. The level of capital maintained is higher than the 
minimum capital requirements set by the regulators and the amount computed under the RBC 
Model. To ensure compliance with these externally imposed capital requirements, it is the 
Company’s policy to monitor the paid-up capital, net worth and RBC requirements on a 
quarterly basis as part of the Company’s internal financial reporting process. 
 
The premiums received by the Company from the policyholders are properly invested not only 
to provide for policy obligations but also to serve as capital or surplus to provide margin of 
safety which will attract insurance buyers. 
 
The funds invested shall produce an investment income that will be needed to pay 
stockholders a fair return. While part of this income are due to favorable loss experience and 
sound cost management, a major portion of additional profits must be earned by managing 
the investment portfolio to produce a higher return on investment. While there may be a wide 
range of investment opportunities, the investment portfolio must always reflect the safety of 
the funds. 
 
Since those funds are held in fiduciary capacity, the Insurance Code (the “Code”) contains 
investment provisions that the Company should observe to protect the interest of the 
policyholders and of the stockholders. 
 
The three (3) general classifications of investment requirements are: 

 
1. Capital Investments - The Company must invest at least 25% of its minimum paid-up 

capital in bonds or other evidences of debt of the Government of the Philippines or its 
political subdivisions or in government-owned or controlled corporations and entities, 
including the Bangko Sentral ng Pilipinas. 
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Furthermore, investments shall at all times be maintained free from any lien or 
encumbrance and shall be deposited and held by the Commissioner of the IC for the 
benefit and security of the policyholders. 

  
2. Reserve Investment - The Company must invest 100% of the Reserve for unearned 

premiums and Reserve funds withheld for authorized reinsurer in common or 
preferred stocks and government or private bonds, real estate and real estate loans, 
collateral loans, adequately secured obligations and other securities as may be 
approved by the Commissioner. 

 
3. Surplus Investment - After complying with the capital and reserve investment 

requirements, the Company may invest any portion of its funds, representing earned 
surplus in stocks, bonds, real estate, equities of other financial institutions, engaged 
in buying and selling of short term debt instruments, securities issued by registered 
enterprises under R.A. 5186, otherwise known as the Investment Incentives Act. 

 
Margin of Solvency 
 
The Company required to maintain at all times, an MOS equal to P500,000 or 10% of the total 
amount of its  net premiums written during the preceding year, whichever is higher. The MOS 
shall be the excess of the value of its admitted assets (as defined under the Code), exclusive 
of its paid-up capital, over the amount of its liabilities, unearned premiums and reinsurance 
reserves. 
 
The estimated amounts of non-admitted assets as of December 31, 2020, as defined under 
the Code, which are included in the accompanying statements of financial position follow: 

 
   2020 
Premiums in course of collection (direct)  136,175,430 
Other receivables  6,880,143 
Property and equipment - net  4,114,149 
Other assets  5,363,010 
   152,532,732 

 
The Company is also still in the process of computing for its 2021 and 2020 MOS to be 
reported to the IC.  
 
The final amount of the MOS can be determined only after the accounts of the Company have 
been examined by the IC, specifically as to admitted and non-admitted assets as defined in 
the Code. 
 
If an insurance company fails to meet the minimum required MOS, the IC is authorized to 
suspend or revoke all certificates of authority granted to such companies, its officers and 
agents, and no new business shall be done by and for such company until its authority us 
restored by the IC. 

 
Fixed Capitalization Requirements 
 
On August 15, 2013, the President of the Philippines approved the Republic Act No. 10607 to 
be known as the “New Insurance Code” which provides the new capitalization requirements 
of all existing insurance companies based on net worth on a staggered basis starting June 30, 
2013 up to December 31, 2022. The following presents the amount of required net worth and 
the schedule of compliance per New Insurance Code:  
 

Networth Compliance Date 
P     250,000,000 June 30, 2013 

550,000,000 December 31, 2016 
900,000,000 December 31, 2019 

1,300,000,000 December 31, 2022 



50 
 

 
The Company has met the required net worth as of December 31, 2019. The Company is in 
the process of increasing its authorized capital stock with SEC.  
 
Unimpaired capital requirement 
 
Insurance Memorandum Circular (IMC) 22-2008 provided that for purposes of determining 
compliance with the law, rules and regulations requiring that the paid-up capital should remain 
intact and unimpaired at all times, the statement of financial position should show that the net 
worth or equity is at least equal to the actual paid-up capital.  The Company has complied with 
the unimpaired capital requirement. 

 
Risk- based Capital Requirements 
 
As per IC CL No. 2016-68, Amended Risk-Based Capital (RBC2) Framework, all insurance 
companies must satisfy the annual minimum statutory RBC Ratio set at 100%. RBC ratio is 
computed by dividing the Company’s Total Available Capital (TAC) by the RBC requirement. 
TAC is the aggregate of Tier 1 and Tier 2, minus deductions, subject to applicable limits and 
determinations. Tier 1 capital represents capital that is fully available to cover losses of the 
insurer at all times on a going-concern and winding up basis and is considered to be the 
highest quality capital available to the insurer. Tier 2 refers to capital not having the same high 
quality characteristics of Tier 1, but can provide additional buffer to the insurer. RBC 
requirement or the total required capital of an insurance company is the capital that is required 
to be held appropriately to the risks an insurance company is exposed to. 
 
The following table shows how the RBC ratio as of December 31, 2020 was determined by 
the Company: 
 

  2020
Net worth 1,018,263,557
RBC requirement 227,344,719

  4.48
 
 

21. Revenues 
 

This account consists of: 
 

  Note 2021 2020 
Casualty  254,882,818 245,116,271 

Marine and engineering  120,213,253 179,854,876 
Fire  163,856,142 126,515,812 
Bonds  23,282,437 25,483,068 

Reinsurance assumed  20,900,429 10,948,806 
Reinsurance ceded  (208,310,153) (162,678,381) 

(Increase) Decrease in unearned premiums  (1,468,169) 3,988,703 

  18 373,356,757 429,229,155 
 
Earned commission pertains to commission received from reinsurance companies amounting 
to P48,924,831 and P31,868,443 in 2021 and 2020, respectively. 
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22. Other Income 
 
This account consists of: 
 

  Note 2021 2020 

Interest on mortgage loan 9 9,308,868 16,128,512 
Interest income on bonds 8 8,892,788 20,652,496 
Dividend income 5 1,766,676 1,354,724 

Interest on bank deposits 9 1,310,296 1,550,898 
Miscellaneous income  1,280,255 1,463,141 

  22,615,133 41,149,771 
 

Miscellaneous income pertains to service fees and other charges collected by the Company 
from the policyholders. 

 
 

23. Losses on Fire, Bonds and Casualty  
 

This account consists of: 
 

  2021 2020
Casualty 94,499,846 88,587,342
Fire 19,959,853 114,903,424
Bonds 52,723,887 7,060,924
Marine and engineering 204,000 2,300,910
Losses on RI assumed 3,364,940 49,324,398

Direct loss adjustment (811,741) 945,141

  169,940,785 263,122,139
 
 

24. Commissions 
 

This account pertains to the commission accrued to the agents and dealers of the insurance 
policies for the year.  

 

25. Compensation and Benefits   
 
This account consists of: 
 

  2021 2020 
Salaries and wages 31,383,039 21,993,177 

SSS, Philhealth and Pag-ibig contribution 3,514,517 2,054,114 
Other employee benefits 7,938,721 5,136,362 

  42,836,277 29,183,653 
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26. Lease Disclosures 
 
The Company leases the premises where its branch offices are located. The lease 
agreements are renewable annually at the option of the lessor. 
 
Under PFRS 16 
 
Expense recognized in statements of comprehensive income related to short-term leases 
amounted to P4,625,137 and P2,663,960 2021 and 2020, respectively.  
 
There are no right-of-use assets or lease liabilities arising from the short-term leases and 
leases of low valued assets recognized.  
 
Total cash outflow for leases amounted to P4,625,137 and P2,663,960 in 2021 and 2020, 
respectively. 
 

 

27. Other Operating Expenses 
 

This account consists of: 
 

                                                                                   Note 2021 2020 
Advertising and promotion  4,493,799 4,955,068 
Printing and office supplies  4,088,782 3,650,371 
Underwriting expense  3,719,300 4,670,465 
Representation and entertainment  3,559,265 2,012,508 
Repairs and maintenance  3,113,824 1,581,654 
Transportation and travel  2,717,396 2,420,570 
Communication and postage  2,486,087 2,517,479 
Membership dues and contribution  966,425 814,700 
Donation and contribution  584,671 698,979 
Agency expense  564,875 691,300 
Directors' fee 29 324,000 96,000 
Gasoline and oil  - 954,524 
Miscellaneous expense  9,135,868 8,063,842 

   35,754,292 33,127,460 
 

Miscellaneous expenses include marketing, litigation, hauling, training, appraisal and 
accreditation expenses. 
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28. Income Taxes 
 
The computation of Normal Income Tax (NIT) and MCIT for 2021 and 2020 are shown below: 
 
NIT 
 
  2021 2020 
Net Income Before Income Tax 39,280,050 42,925,639 
Less: Income Subjected to Final Tax   
              Dividend income (1,766,676) (1,354,724) 
              Interest on bonds (8,892,788) (20,652,496) 
              Interest on bank deposits (1,310,296) (1,550,898) 
          Gain on recognition of market value (895,516) (5,964,770) 
          Accounts written off (863,684) - 
          Effects on appraisal on insurance contracts 500,108 25,139,303 
Add:  Depreciation of appraisal surplus 416,815 416,815 
        Retirement expense 3,076,777 2,697,886 
        Provision for doubtful accounts 6,587,459 4,254,870 
        Loss on recognition of market value - - 
     Taxable Income 36,132,249 45,911,625 

   
 Income Tax Expense @ 25% in 2021  9,033,062  
 Income Tax Expense @ 30% in 2020   13,773,488 
Less:  Quarterly payments 3,020,223 3,322,479 
           Prior years excess credit - 8,913 
          Creditable withholding tax 6,252,375 4,340,613 
Income Tax Payable/(Creditable withholding 

tax) (239,536) 6,101,483 
 
MCIT 

 
  2021 2020 
Revenues 445,792,237 487,857,867 
Less: Income Subjected to Final Tax   
              Dividend income (1,766,676) (1,354,724) 
              Interest on bonds (8,892,788) (20,652,496) 
              Interest on bank deposits (1,310,296) (1,550,898) 
        Loss (Gain) on recognition of market value (895,516) (5,964,770) 
  432,926,961 458,334,979 
Less: Direct Expenses   
Salaries,wages and other benefits 25,701,766 17,510,192 
Commissions - bonds and fire 126,941,399 117,330,976 
Losses on fire, bonds and casualty 169,940,785 218,897,138 
  322,583,950 353,738,306 

   
Gross Profit 110,343,011 104,596,673 

   
MCIT Due @ 1% in 2021 1,103,430  

MCIT Due @ 2% in 2020  2,091,933 
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The reconciliation between the income tax expense at the statutory income tax rate and the 
income tax expense as shown in the statements of comprehensive income follows: 
 
  2021 2020 

Income tax computed at the statutory income tax rate 9,033,062 13,773,488 
Effect on change in tax rate on current tax (1,147,781) - 
Effect on change in tax rate on deferred tax  - 
Effects of deferred tax assets and liability: (447,782)  
     Retirement expense (769,194) (809,366) 
     Gain (Loss) on recognition of market value 223,879 1,789,431 
     Provision for doubtful accounts (1,646,865) (1,276,461) 
     Appraisal on insurance contracts (125,027) (7,541,791) 
     Accounts written off 215,921 - 
Tax deficiency 1,966,198 - 

   
Current 7,885,281 13,773,488 
Benefit (2,549,070) (7,838,187) 
Tax deficiency 1,966,198 - 

  7,302,409 5,935,301 
 
Deferred tax assets and liabilities as of December 31, 2021 and 2020 arise principally from 
the following: 
 

  2021 2020 
Deferred Tax Assets   
Accrued retirement liability 7,129,851 6,849,938 
Allowance for doubtful accounts 4,733,553 3,556,656 
  11,863,404 10,406,594 

 
  2021 2020 
Deferred Tax Liabilities   
Gain on recognition of market value-FVTPL 228,203 4,657 

Gain on recognition of market value-AFS 67,917 266,188 
Appraisal increment 1,059,336 1,396,246 
Appraisal on insurance contracts 13,717,159 14,906,970 

  15,072,615 16,574,061 
 
  



55 
 

A reconciliation of the deferred tax assets and liabilities is shown below:  
 

Deferred tax assets      

  

Accrued 
Retirement 

Liability 

Allowance 
for 

Doubtful 
Accounts 

Loss on 
recognition of 
market value-

FVTFL Total  

December 31, 2019 6,040,572 2,280,195 1,784,774 10,105,541  

Applied   (1,784,774) (1,784,774)  
Provision 809,366 1,276,461  2,085,827  

December 31, 2020 6,849,938 3,556,656 - 10,406,594  

Effect due to change in tax rate (489,281) (254,047)  (743,328)  

Applied 769,194 - - 769,194  
Provision - 1,646,865  1,646,865  

Write off  (215,921)  (215,921)  

December 31, 2021 7,129,851 4,733,553 - 11,863,404  

      

Deferred tax liabilities      

  

Gain on 
recognition of 
market value-

FVTFL 

Gain/(Loss) 
on 

recognition 
of market 
value-AFS 

Appraisal 
Increase 

Appraisal on 
insurance 
contracts Total 

December 31, 2019 - 194,578 1,521,290 22,448,761 24,164,629 

Provision 4,657 71,610 - (7,541,791) (7,465,524) 

Applied - - (125,044) - (125,044) 

December 31, 2020 4,657 266,188 1,396,246 14,906,970 16,574,061 

Effect due to change in tax rate (333) (44,364) (232,707) (1,064,784) (1,342,188) 

Provision 223,879 (153,907) (104,203) (125,027) (159,258) 

December 31, 2021 228,203 67,917 1,059,336 13,717,159 15,072,615 

 
Corporate Recovery and Tax Incentives for Enterprises (CREATE) Law 
 
The President signed the CREATE Bill into law on March 25, 2021. The following are the 
law’s significant provisions: 

 
 Adoption of graduated Regular Corporate Income Tax (RCIT) rate effective July 1, 2020 

based on total assets of domestic corporations. For those domestic corporations with total 
assets (excluding land where the company is located) and below and taxable income of 5 
million and below, the income tax rate is 20%. For other domestic corporations, the income 
tax rate is 25%. 

 Adoption of 25% RCIT for resident foreign corporations effective July 1, 2020. 
 Adoption of 25% tax rate for nonresident foreign corporations effective July 1, 2020. 
 Reduction of Minimum Corporate Income Tax (MCIT) from 2% to 1% for a period of three 

years (effective July 1, 2020 to June 30, 2023). 
 Existing enterprises under income tax holiday (ITH) shall be allowed to continue availing 

the ITH until the remaining period ends. Existing enterprises enjoying the 5% tax based on 
gross income shall be allowed to continue to enjoy the 5% tax for a period of 10 years. 
After the expiration of the transitory period, they have the option to avail of tax incentives 
under CREATE. 
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29. Related Party Transactions 
 

Identity of Related Parties 
 
The Company has identified its executive directors, stockholders and key management 
personnel as its related parties. 
 
Due from Key Management Personnel 
 
In the normal course of business, the Company extends advances to its key management 
personnel. These advances are interest-free, not collateralized and have no definite 
repayment scheme. These are presented in the Statement of Financial Position as a 
component of “Other Receivables”. 
 

 
The movement of this account is shown as follows: 
 

 Note 2021 2020

Beginning balance 772,765 134,585
Additional advances 2,945,146 1,316,919
Less: Payments (716,676) (678,739)

 7 3,001,235 772,765
 

Executive Compensation 
 
The executive directors of the Company receive compensation for their services as such 
amounted as follows: 
 

  2021 2020 

Short-term benefits  3,542,050 3,122,500 
Post-employment benefits - - 
Other long-term benefits - - 
Share-based payments - - 

 2,954,220 3,122,500 
 
The directors also received fees amounting to P324,000 and P96,000 in 2021 and 2020, 
respectively.  
 
The aggregate compensation and benefits paid to the managerial staff in 2021 and 2020 
amounted as follows: 
 

  2021 2020 

Short-term benefits  8,565,450 7,254,150 
Post-employment benefits - - 
Other long-term benefits - - 
Share-based payments - - 

 8,565,450 7,254,150 
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30. Cash Flow Information 
 

Non-cash investing and financing activities 
 
The Company has no acquisition of PPE through finance lease and conversion of debt to 
equity in 2021 and 2020. 
 
Reconciliation of cash and non-cash financial liabilities arising from financing activities 
 

The Company has no financial liabilities arising from financing activities in 2021 and 2020. 
 

 

31. Impact of COVID-19 Pandemic 

 
In March 2020, the Philippine Government issued a series of executive orders imposing 
stringent health and social distancing measures in a move to contain the outbreak in various 
areas in the country. These measures have caused disruptions to business and economic 
activities. The pandemic negatively impacted the Company’s collections since many of its 
borrowers lost their source of income. Also, as part of the government’s measures to combat 
the impact of the pandemic, the government implemented a law titled Bayanihan to Heal As 
One Act effective March 17 – May 31, 2020. For financing companies and other financial 
institutions, they are required to implement a minimum of 60-day grace period for all loans 
with principal and/or interest falling due within the quarantine period without charging interest, 
penalties, fees and other charges to the borrower. To further combat the effects of the 
pandemic, the government later implemented a law titled Bayanihan to Recover as one Act, 
effective September 11, 2020, directing all financing companies and other financial institutions 
to implement a one-time sixty (60)-day grace period of all existing, current and outstanding 
loans falling due, or any part thereof, on or before December 31, 2020 without charging 
interest, penalties, fees and other charges to the borrower thereby extending the maturity of 
the said loans.  
 
These events resulted in the increase of the of incurred losses from 175M in 2019 to 263M in 
2020 or an increase of 50% which resulted in the decline of net insurance benefits and claims 
from P232M in 2019 to P198M in 2020 or a decrease of 15%.  
 
In its assessment one in December 2020, the Company has determined that in spite of the 
negative impact of COVID-19 on the financial statements, it can still continue as a going 
concern. Considering the evolving nature of the outbreak, there may still be a significant 
impact to the Company’s financial position and performance on its 2021 financial results which 
cannot be quantified at this time.  

 

 

32. Impact of Typhoon Odette (Rai) to the Company 
 
On December 16, 2021, Typhoon Odette made landfall in parts of Visayas and Mindanao, 
causing widespread damage and severe interruptions to business and daily life. The Company 
was not significantly affected by the typhoon.  
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33. Supplementary Information Required Under Revenue Regulation Nos. 15-2010 and 34-
2020 of the BIR of the BIR 
 
In addition to the disclosures mandated under PFRS, companies are required by the BIR to 
provide in the notes to financial statements certain supplementary information for the taxable 
year. The amounts relating to such supplementary information may not necessarily be the 
same with those amounts disclosed in the separate financial statements which were prepared 
in accordance with PFRS. The following are the supplementary tax information required for 
the taxable years ended December 31, 2021 and 2020. 

 
I. Based on RR 15-2010 

 
a. Value Added Tax 

 
Output Taxes 
 
The total amount of revenues with the corresponding output taxes in 2021 and 2020 are as 
follows: 
 

 Revenues Output Tax 
2020 576,400,488 69,168,059 

2019 420,029,702 50,403,564 
 
Input Tax 

 
The reconciliation of input tax as of 2021 and 2020 are shown below: 

 
 2021 2020 
Beginning Balance   
Add:Current year’s domestic purchases/payments for:   
   i.   Goods for resale/manufacture or further processing 431,336 205,469 
   ii.   Goods other than resale or manufacture  - 
   iii.  Capital goods subject to amortization  - 
   iv.  Capital goods not subject to amortization  - 
   v.   Services lodged under cost of goods sold  - 
   vi.  Services lodged under other accounts  18,402,599 17,410,059 
Less: Claims for tax credit/refund and other adjustments   
          Payments made   50,334,124 32,788,036 
          Claimed against output tax (69,168,059) (50,403,564) 

  - - 
 

b. Percentage Tax 
 

The total amount of sales with the corresponding percentage tax 2021 and 2020 is as follows: 
 

 Revenues 
Percentage 

Tax 
2021 39,615,387 792,308 

2020 110,054,365 2,201,087 
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c. Withholding Taxes 
 

The following shows the total remittance of withholding taxes in 2021 and 2020: 
 

 2021 2020 
a) Tax on compensation and benefits 1,293,554 929,604 
b) Creditable withholding taxes 16,525,762 17,065,862 
c) Final withholding tax - - 

 17,819,316 17,995,466 
 

d. Taxes and Licenses 
 

The following table shows the taxes and licenses paid and accrued in 2021 and 2020 lodged 
under operating expenses: 

 
 2021 2020 
Business permit 551,503         471,868  
Real property tax 478,829             7,254  
IC supervision fee 307,040         188,850  
LTO registration 47,515           23,545  
Corporate community tax 69,750           26,845  
BIR annual registration fee 7,500             5,000  
Others 282,323         271,816  

  1,744,459         471,868  
 

e. The Company is not involved in any preliminary investigation, litigation and/or 
prosecution in courts or bodies outside BIR. It has not been assessed any deficiency 
tax aside from the year assessed. The Company is not involved in any preliminary 
investigation, litigation and/or prosecution in courts or bodies outside the BIR. It has 
not been assessed any deficiency taxes for the taxable year 2020. 
 

II. Based on RR 34-2020 

 

The Company is not covered by BIR requirements and procedures for related party 
transactions as the Company is not a large taxpayer, not BOI or PEZA-registered, 
and has not reported net operating loss for the current and the past two (2) years.  
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34. Appraisal of Insurance Contracts 

 

In 2021 and 2020, the Company appraised its insurance contracts through a third-party 
appraiser resulting to the following additional balances: 

 

Statement of Financial Position 

 
  Note 2021 2020 
Assets    
Reinsurance Recoverable on Unpaid Losses 13 57,702,628 37,020,810 
Deferred Acquisition Costs 12 60,246,424 63,902,631 
Deferred Reinsurance Premiums 12 128,542,025 100,118,517 

   246,491,077 201,041,958 

    
Liabilities    
Loss and claims payable 16 123,420,608 103,850,108 
Deferred Reinsurance Commissions 12 29,633,379 18,700,144 

   153,053,987 122,550,252 

  

Statement of Comprehensive Income 

 
  Note 2021 2020 
Revenues    
Earned premiums 21 28,423,508 24,631,626 
Earned commission 21 (10,933,234) (4,277,354) 

    
Direct costs    
Losses on fire, bonds and casualty  23 96,941,715 43,908,268 
Direct loss adjustment 23 (407,084) 316,733 
Commissions - bonds, fire,  casualty and 

marine 24 3,656,207 1,268,574 

Net effect  (82,700,565) (25,139,303) 
 




