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MESSAGE -RUM [THE

CHAIRMAN

On behalf of the men and women of the Armed
Forces of the Philippines, and our members from
the other uniformed services, | wish to convey my
warmest congratulations to the Armed Forces
and Police Mutual Benefit Association, Inc.
(AFPMBALI) for our 51 years of meaningful service
to our members.

September 1, 1965 has marked a new era of
serving our uniformed forces when the AFPMBAI
became a formal institution to better assist its
members in their financial requirements. Over the
years, our Association remained true to its creed
“Maaasahan sa Oras ng Pangangailangan.”, and
its ideals of providing financial solutions to the
most relevant monetary concerns of its members
through excellent insurance protection, real
estate products, loan facilities and other social
services. If not for the trust of our members and
the dedication of our management and staff, the
Association would not have sustainable growth.
It is not surprising that in terms of assets, our
Association remains on top as the largest Mutual
Benefit Association in the country.

| am pleased to extend my deepest and sincerest
appreciation to our members, employees,
managers, past and present trustees and all
other stakeholders, for the continued success of
our Association.

We shall continue to work hard to accomplish our
Association’s mission to provide our members the
most responsive insurance protection, affordable
housing and financial products, and meaningful
social services. In pursuit of our vision to be a
customer-centered organization operating in
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accordance with global standards preferred and
trusted by its members, we shall aim to provide
excellent service and seek to uplift the lives of our
members beyond the financial products and services
that we offer.

Happy 51st anniversary AFPMBAI! Mabuhay!

Ge Ricarfo R Visaya AFP
FP Chief of Staff & AFPMBAI Chairman of the Board
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OF BEGINNINGS AND STABILITY

Five decades standing! It is indeed a great deal of
achievement surpassing 51 years of existence in
the industry, particularly of a life insurance business
intended to serve the strong force of uniformed
personnel.

My sincerest gratitude to you, my fellow members,

who have shared the journey of AFPMBAI’s evolution
and success.

Fromitsadvocacy of "Damayan” where contributions
started at a minimal amount, AFPMBAI became an
institution recognized by the regulatory agencies,
functioning today as the number 1 mutual benefit
association in terms of assets in the country,
providing quality insurance protection.

For CY 2015, the Association had accumulated
total assets of P16.16 Billion, an increase of 12%

ESIDENT

from its P14.45 Billion figure from the previous
year. Meanwhile, consolidated revenue for the
same period was recorded at P3.078 Billion. The
Association’s continuous growth is attributed
to its notable increase in total comprehensive
consolidated income amounting to P68s.5 Million
from the past year’s P542.90 Million. This is the
result of the continuous efforts fromits stakeholders,
management, its employees and the unceasing
guidance from the Board of Trustees.

LEAP FORANOTHER 50YEARS

From where it is today, | am honored and at the
same time confronted with the great responsibility
of taking the first step that will prompt AFPMBAI's
journey to its next golden year. A good beginning
should be in place and carefully identified for us to
make it through another 5o years amidst challenges
and change.




For CY 2015 the Management enhanced the
Company’s Vision and Mission in line with its
crafted three (3)-year Strategic Objectives. The
conceptualized new Vision, "By 2025, a customer-
centered Organization operating in accordance
with global standards, preferred and trusted by
its members in providing full financial security
and protection” is AFPMBAI's manifestation of
sustaining its operation and service to the members
to be globally competitive for many years to come.

While its new Mission, “To provide our members
the most responsive insurance protection and
investments, affordable housing/financial products
and meaningful social services” expresses a holistic
approach of catering all the members’ needs aside
from life insurance.

On August 29, 2015, the Association also held its first
Special General Membership meeting which marked
the Management’s effort of engaging its members
in the decision making process of the Association.
This meeting will be preceded by a yearly Annual
General Membership meeting where majority of
the members will be gathered to be informed of the
Association’s performance and its other significant
plans and projects in the spirit of transparency.

BUSINESS PORTFOLIO

Part of AFPMBAI's constant initiative is its continuous
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development of its products and services. The former
Basic Insurance coverage of the members has been
enhanced into what we now call the Upgraded Basic
Insurance (UBI) and Modified Basic Insurance (MBI).

As being done annually, the Association declared
total dividends based on 1.40% of policy reserves
(approximately P104.188 Million to be distributed
to approximately 151, 546 eligible policy holders of
Additional Insurance and E-56) that will be on the
policy’s anniversary month starting January 2016.

For the covered period July 2015 to June 2016, the
Association processed and released Pg4o Million
living benefits to 23,449 members. Moreover, for the
said period, a total death benefit claims of P162.2
Million was released to 2,249 members.

In uplifting the lives of its members, AFPMBAI
had also laid its foundation for CY2015 projects by
starting the development of Golden Sunrise Mutual
Homes in Tanza, Cavite. Moreover, for the period
July 2015 to June 2016, the Association granted a

total of P196.5 Million real estate mortgage loans
for 137 members and a total of P139.49 Million real
estate housing loans for 429 members.

Also this year, AFPMBAI launched its Real Estate
Pre-Retirement Loan which can be availed of a
member who is due for compulsory retirement from
the service within 5 years or less.

For the year, the Association also granted a calamity
loan of P5o Million to members affected by Typhoon
Lando.

AFPMBAI will continue to explore and adapt to
changes in improving its products and services that
will be more beneficial to its members.

MANAGEMENT ENHANCEMENT

To better serve those who serve, AFPMBAI engaged
the service of an HR consultant to review the existing
organizational structure of the Association and
to rationalize functions and channels of authority
for efficient operation and maximum productivity.
Changes in the Management commenced as
AFPMBAI personnel were evaluated based on their
current positions and job competencies.

Another project of the Association is the
implementation of HRIS (Human Resource
Information System), a system designed to enhance
and speed up collection and dissemination of HR
data. HRIS plays a major role in the creation of
accurate and timely reports pertaining to salaries,

AFPMBAI’s Special General Membership Meeting
held last 29 August 2015 at the AFPMBAI Head
Office, Quezon City.

benefits and employee demographics that would
help the Management in its decision making and
strategic planning activities.

The Association has also installed an enhanced
Performance Management and Development
System (PMDS) that will aid the management to
realize its strategic goals and increase employees’
productivity.

The PMDS involved series of orientation and
coaching sessions in the first quarter of 2016, where
employees were taught how to align their individual
and their respective department performance
objectives with organizational targets/objectives.
Metrics on their performance were discussed and
agreed upon.

COMMITMENT TO SERVE

In its mission to provide its members the best
services, the Association has launched a series of
projects:

Enhanced AFPMBAI Members’ ID Card

The enhanced AFPMBAI member’s ID card which
was launched in September 2015 intends to give
members the convenience of having membership
identification and ATM functionality in one card. It
can also be used by the members for disbursement
of their claims.

SM Bills Payment
AFPMBAI also engaged the services of SM as a

g | f
Launching of AFPMBAI’s latest loan facility,
Expanded Salary loan last 20 June 2016 at the
AFPMBAI Head Office, Quezon City.
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AFPMBAI in Action. AFPMBAI with SM executives during the contract signing with SM for the SM bills payment facility (Left most
photo) | Atty Lynell Sese of AFPMBAI Legal Office in an in depth discussion on laws with Bureau of Fire Protection Personnel

during the AFPMBAI Free Legal Clinic (Center photo)

collecting agent where members can pay their
loans, insurance premiums and other dues to
the Association at over 200 branches of SM Bills
Payment counters located at SM Department Store,
SM Supermarket, SM Hypermarket, and Savemore
nationwide, seven (7) days a week. The said facility
will make bills payment hassle-free for the members,
saving them time going to and from any AFPMBAI
offices for payment.

Real Estate Monitoring System (REMS)

For Real Estate transactions, the Association started
an in-house development of Real Estate Monitoring
System where it will make possible the generation of
payment schedule or ledger, uploading of scanned
Title Certificate of Transfer (TCT)s for verification
purposes and creation of Deed of Absolute (DAS)
record. This is a step closer to streamlining the
Association’s manual business processes which is
beneficial to our members.

Law Lecture Series

AFPMBAI also conducted Law Lecture Series in the
different camps and station offices of the different
branches of service which addressed the clamour
of members for basic knowledge and familiarity
with the laws on Family and Marriage, Estate
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Succession, Commercial Contracts, Property Law
and Registration, Civil Litigation, Criminal Law, Civil
Contracts and Labor.

Upgrade of Butuan Extension Office into a Branch
To be felt by members nationwide, AFPMBAI
extended its presence in Mindanao with the upgrade
of Butuan Extension Office to a Branch. Being a
Branch, members can file and claim their claims
expeditiously. Likewise, the Association has again
expanded in the Visayas region through the Bogo
Extension Office.

Construction of LBO Building and Rehabilitation
of Annex Building

The construction of Luzon Branch Office (LBO)
Building in Bayani Road, Taguig City and the
rehabilitation of Annex Building were initiated
by Management to provide its members better
facilities where they have a more comfortable place
to transact at.

All these are apart from the projects and programs
continuously implemented by the Association
through its Corporate Social Responsibility, in
keeping its commitment to serve the needs of its
members and their families.

AFPMBAI with PAF officers and personnel during the launching of the Association’s latest real estate development, Golden Sunrise
Mutual Homes in Tanza, Cavite. (Rightmost photo)

SUBSIDIARY REPORT

The AFP General Insurance Corporation, AFPMBAI's
wholly owned subsidiary, recorded a net loss after
tax of P17.6 Million for CY2015. Their Gross Premium
Written (GPW) for year-to-date April 2016 amounted
to P47.2 Million which was an increase of 56% from
their production on the same period last year. Their
total Assets also grew by 2% from their 2015 year-to-
date figure of P5g2Million to P60os5.5 Million for the
same period this year.

Despite their struggles caused by the loss of their
institutional business with AFP, PNP and PCQG,
AFPGen remained steadfast in its continuous efforts
in creating initiatives to enhance its products and
services.

Company developments of AFPGen include their
signed MOA with Money Max for a partnership to
continue its services to its clients all over the country
and received their Authority to Transact Business
as Surety in Manila International Container, Ninoy
Aquino International Airport, Clark, Subic, and
Cagayan De Oro. AFPGen also conducts monthly
sales drive in various parts of the country to
strengthen their sales.

AFPGen will work harder in sustaining their business
to provide the non-life insurance needs of their
clients 24/7.

MOVING FORWARD

Withthe dynamics of changeinthe market, AFPMBAI
understands that there will be more challenges
that it will face in the future. Nevertheless, the
Association’s Board of Trustees, Management and
employees are committed to seek opportunities
that will rise AFPMBAI above its competitors.

It is fervent and steadfast to embrace the changes
that will make its products and services globally
competitive, geared to a higher level of standard
defined to be an amazing experience.

For AFPMBAI's next 5o years! Mabuhay Tayong lahat!

EN EDGARDO RENE C SAMONTE AFP (RET)
ESIDENT AND CEO

Report of the President II_
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Inline with its mission, AFPMBAI is steadfast in its pledge to remain an uplifting force in the lives of its members
as it continues to address their plight by providing them with assistance to improve the quality of their lives.

AFPMBAI is resolute in its mandate in delivering meaningful social services to its members through its various
projects under the Social Services Program in the areas of Education, Health, Livelihood, General Welfare and

Community Development.

GIVING UTMOST SIGNIFICANCE TO EDUCATION

AFPMBAI uplifts the significance of education in
one’s future. This is why the Association is unceasing
to seed dependents of members with the gift of
education through persuaded projects which provide
quality education.

The AFPMBAI has an enduring scholarship
partnership program with the AFP Educational
Benefit System (AFPEBS) which provides stipend
benefits amounting to P 12,000.00 to grantees.
Currently, the Association has a total of 65 AFPEBS
scholars.

Another is the GRAnts for DEpendents (GRADE)
Program. A scholarship program of the Association
for dependents of members who were killed in
action.
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Through the said scholarship program, AFPMBAI
has assisted 18 students to earn an undergraduate
degree, while 28 are still continuing. For AY 2016 —
2017, four (4) students have been added to the list of
scholars.

In November 2015, an extension of the GRADE
scholarship Program to junior and senior high
school students was launched. Scholars for the
new scholarship program are dependents of KIA
members or discharged due to complete disability
because of combat. To date, three (3) students have
been accepted for its first kickoff.

In 2014, AFPMBAI added another project
on education, the Early Childhood Care and
Development (ECCD) Center. The ECCD Program
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intends to deliver excellent educational facilities and
equipment to members’ dependents nationwide.

Under the ECCD Program, AFPMBAI aids in
the construction of early childhood centers and
classrooms, which piloted in First Scout Ranger
Regiment (FSRR) in San Miguel Bulacanin 2014. The
latest center being built is located in 2nd Infantry
Division, Camp Capinpin, Tanay Rizal. Presently, four
(4) ECCD Centers have been turned over to various
military camps and the sth center will be turned over
this year.

ADVOCATING BETTER HEALTH AND WELLNESS

The costly health services and equipment prompted
the Association to initiate numerous health projects
and programs for members’ medical services .

In CY2015, AFPMBAI had turned over 16 wards
through the Adopt-A-Ward Program. The
Association improved the medical facilities of

member-beneficiaries through equipment donations
and ward renovations. Relative to these efforts, (7)
Healthy and Active Lifestyle (HEAL) packages and
13 dental chairs were likewise given to improve the
physical well being of the members.

CREATING AVENUES FOR FINANCIAL STABILITY

Livelihood Education And Development (LEAD)
was initiated in 2014 as the Association saw the
opportunity of providing the members and their
families avenues to enrich their economic well
being through free seminars focused on financial
management, basic principles of starting a business,
and various livelihood opportunities.

This year, AFPMBAI, in ties with UCPB have also
reached members in Visayas and Mindanao as
three (3) seminars on Financial Management were
conducted in Manila, Cebu and Davao, with a total
of 456 members and civilian employees participated
in the said seminar.

Inauguration and blessing of the 4th Early Childhood Care and Development (ECCD) Center which was turned over to 6th Infantry Division in Camp General Manuel T
Yan Sr., Compostella Valley Province. (left most photo) | Blood letting activity in AFPMBAI Head Office in partnership with NKTI. (center photo) | Ambulance and
Entertainment package donation to Southern Luzon Command (SOLCOM). (rightmost photo)

Maaasahan sa oras ng pangangailangan. Mass donation of ambulance to various branches of service in commemoration of the Association’s Golden Anniversary

celebration. (Photo below)
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Princess Lea Flores
BS Travel Management - UE Caloocan
Graduated March 2016

PROVIDING HOLISTIC BENEFITS

To enhance general welfare and boost the morale
of our members, the Association has turned over
several entertainment packages to selected units
of the different branches of service. Entertainment
packages include microphone, speakers, amplifiers.

Furthermore, the Association employs assistance
in improving members’ emergency facilities hence,
the donation of 16 rescue ambulances as part of the
Calamity Assistance and Resistance (CARE) Project.

A rescue ambulance unit is complete with
rescue tools, such as shovels, 24-inch axe, head
immobilizers, 24-inch bolt cutters, chainsaws, all-
risk helmets, spine boards and pneumatic chisels.

The said donations have been turned over to aid the
different branches of service in mitigating pre- and
post- emergency responses to natural and man-
made calamities that may happen in the country.

SUSTAINING ADVOCACY FOR CHANGE

AFPMBAI's desire to be a catalyst of change in
the country made the Association establish the
Rebuilding. Empowering. Advocating Change
(REACH) Project. The REACH Project aims to pursue
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Proud to be a GRADE scholar graduate:  Livelihood Education And Development (LEAD) Seminar in Cebu in ties with UCPB.

community development projects that uplift the
value of volunteerism among members and civilian
employees. In June 2015, the Association conducted
a fun run tagged as "REACH Run for the Mangroves”
where over goo runners participated in the activity.
This was followed by a simultaneous mangrove
planting activity in Cavite, Cagayan de Oro and
Tacloban.

Helping save one’s life was the mantra of the blood
donation drive conducted in April, in partnership
with the National Kidney Transplant Institute (NKTI)
where members and AFPMBAI employees joined
the event.

GOING BEYOND OUR DUTIES

Aside from being the forefront provider of financial
security and protection to its members, AFPMBAI
also partakes in enriching the well being of the
uniformed men and women. The Association
commits to a bolder change not only to the members
but to the nation as well. The Association is resolute
in its mandate of providing unwavering service to its
members.

AFPMBAI, truly your Association, our Association,
maaasahan sa oras ng pangangailangan!

GOVERNANCE

REPUR |

In 2015, AFPMBAI recorded significant achievements
as it met the challenges of lifting the bar of the
Association’s standards for good corporate
governance. Being the No. 1 mutual benefit
Association in the Philippines in terms of assets, the
Association acknowledges its role as the standard-
bearer of all mutual benefit associations in the
country by striving to be among the industry leaders
adhering to the ASEAN Corporate Governance
standard. 2015 saw AFPMBAI furthering its efforts
toward achieving this standard by instituting
changes in its Charter, among other reforms, in the
conduct of its business.

PROTECTING MEMBERS’ RIGHTS AND
ENSURING EQUITABLE TREATMENT

With the success of its efforts in 2014 to obtain
a consensus from two-thirds of the general
membership, the Association was able to re-institute
the Annual General Membership Meeting (AGMM) in
its By-Laws, thereby giving the general membership
the chance to participate in the decision-making
process of the Association.

The proposed amendments to the Articles of
Incorporation and By-Laws were approved by the
Securities and Exchange Commission (SEC) on May

12, 2015, and immediately thereafter the Association
prepared for the conduct of a Special General
Membership Meeting (SGM). The schedule for an
AGMM by that time had already passed (schedule
per Amended By-Laws is every last Saturday of April)
hence, the SGM was held on August 29, 2015.

During the SGM, the Association was able to update
the members present in person and by proxy on
the operations of the Association. The members
were also informed of the stamp of approval of
the Insurance Commission (IC) and SEC on the
proposed amendments to the Association’s Articles
of Incorporation and By-Laws. Questions were
entertained from the members and the resulting
exchange of ideas served as inputs for the Board and
Management on how to improve the operations of
the Association in accordance to the members’ need
and preference. This marked the first step in re-
instituting membership participation in the decision-
making process of the Association.

Immediately following the SGM, the Board of
Trustees convened the Ad-Hoc Committee on
Amendments to look into other provisions in the
Articles of Incorporation and By-Laws which may be
improved, in preparation for the AGM of April 2016.
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Recognizing the need to monitor related party
relationships and ensure that no conflicts of
interest are present in its decision-making process,
the Association through its Compliance Office
began looking into the creation of a related-party
transaction policy to governits transactions from the
lowest level up to the level of the Board of Trustees.
Corollary to this, the Human Resource Division also
began conceptualizing a Code of Ethics that would
encompass personnel of all ranks in the Association.
Thiswastoensure ahighly respectable and respected
path to corporate success for AFPMBAI and that
professionalism would reign in all of its transactions.

With the requirement for the ACGS and its reference
documents to be published in the websites of all
corporations, including those under the regulation
of the Insurance Commission, AFPMBAI took to
heart the need to inform the general membership of
all its activities not only by uploading the ACGS but
also by regularly updating its website and instituting
an electronic newsfeed in the TV monitors on all
floors of the AFPMBAI Main Building. This was to
ensure that members would be given easy access to
AFPMBAI information and to channels for inquiry,
comments, suggestions, or complaints.

In accordance with AFPMBAI's Manual of Corporate
Governance, the Board of Trustees shall have
management and control over the affairs and
properties of AFPMBAI. In addition to these general
powers, the Board of Trustee shall have the following
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specific powers:

1. To determine the AFPMBAI's corporate
purpose, its vision and mission and strategies to
carry out its objectives;

2. To formulate and define the policies,
guidelines and controls necessary to carry out its
corporate purposes in accordance with existing laws,
rules and regulations, its Articles of Incorporation
and By-Laws, and best business practices;

3. To have overall supervision and control,
including the power to hire and fire, promote and
discipline, and fix the remunerations and terms
of employment, of the officers and personnel of
the AFPMBAI, and to delegate such powers to the
management of AFPMBAI as may be proper or
necessary;

4. To authorize the investment of funds in
securities, properties and businesses in accordance
with law;

5. To determine the organization of, and
establish the governing rules and regulations for the
AFPMBAI;

6. To perform such acts and exercise such
powers necessary to accomplish its corporate
purposes;

7. To adopt a system of internal checks and
balances and to ensure that its actions comply
with all laws, rules and regulations, its Articles
of Incorporation and By-Laws, and the business
practices;

8.To adopt an annual budget of expenditures
for the operation of the Association and appropriate
funds therefore;

9. To prescribe the amount and mode of
distribution of surplus.

10. To meet regularly to discharge the
functions of the Board;

11. To suspend business operations in time of
war and/or major catastrophe; and

12. To delegate any of its powers in
accordance with law.

On a yearly basis, the Board of Trustees convenes to
review the Association’s vision, mission, and strategic
objectives to ensure that these remain aligned to the
needs of the members in changing times.

The AFPMBAI Board of Trustees is currently
composed of thirteen (13) members, representatives
of the different branches of service composing its
membership:

* The AFP Chief of Staff as Chairman of the
Board;

e The AFPMBAI President as the only
executive trustee;

* One (1) representative each from the Major
Service Commands of the Armed Forces of the
Philippines: Philippine Army, Philippine Navy, and
Philippine Air Force;

* One member (1) from the AFP Joint Staff at
General Headquarters;

* Two (2) representatives from the Philippine
National Police;

*One (1) representative each fromthe Bureau
of Fire Protection, Bureau of Jail Management and
Penology, and Philippine Coast Guard;

* The AFP Sergeant Major; and

e One (1) independent trustee who is

independent of management and major/substantial
shareholders.

The Association defines the independent trustee as
a person other than an officer or employee of the
Association, its parent or subsidiaries, or any other
individual not related with the Association, which
would interfere with the exercise of independent
judgment in carrying out the responsibilities of a
Trustee. This means that he should be independent
of management and free from any business or other
relationship which could materially interfere with
the exercise of his independent judgment.

The Association’s By-Laws allow for two (2) more
independent trustees; however, certain limitations
in the eligibility for membership have prevented
AFPMBAI from seating civilians with the desired
expertise for these positions. With the effort to
review the Amended By-Laws and incorporate
provisions for the purpose beginning September
2015, the Association hopes to open these seats to
qualified civilian candidates by 2016.

All members of the AFPMBAI Board of Trustees
have been evaluated by the Nomination and
Remuneration Committee to possess the necessary
academic education and experience related to
the business operations of the Association. Their
extensive experience and representation enable
them to steer AFPMBAI toward its established
strategic direction.

Below is the list of the members of the Association’s
Board of Trustees for 2015.

The AFPMBAI Board of Trustees currently has five (5)
regular committees and one (1) ad-hoc committee.
These are the Governance Committee, the Audit



and Enterprise Risk Management Committee, the
Investment Committee, the Social Services Program
Committee, and the Nomination and Remuneration
Committee. Each committee has oversight over the
Association’s established strategic objectives. The
Amendments Committee was convened to review all
proposed amendments to the Association’s Articles
of Incorporation and Amended By-Laws.

All Board and Board Committee meetings for the
currentyearhavebeenscheduledinthepreviousyear.
The schedule of meetings for 2015 was approved on
November 13, 2014. Majority of the Board members
have attended at least 75% of all Board meetings (14
meetings) and Board Committee meetings (average
of 12) held during 2015.

AFPMBAI has the following Board Committees to
assist the Board of Trustees in its oversight functions
andin evaluating all matters to be raised to the Board
for approval or notation. These are the following:

No of meetings in 2015: 11
Member/Acting Chair:
RAdm Jose Renan C Suarez AFP
Chairman/Vice:
PDDG Leonardo A Espina PNP
President:
MGen Edgardo Rene C Samonte AFP (Ret)

Members:
RAdm Allan B Rosal AFP
RAdm Antonio A Habulan Jr AFP
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DDG Danilo S Constantino PNP
CSupt Romeo S Elisan Jr BJMP
MGen Danilo M Servando AFP (Ret)

Throughout the year, the AERMC continued to fulfill
its primary purpose to ensure a thorough review of
the financial reporting process and system of internal
control, the audit process, and the Association’s
process of monitoring compliance with existing
laws and regulations and its own code of business
conduct. It continued its efforts to establish a risk
free management system to minimize and control
the probability/impact of unfortunate events on
the Association and to maximize the realization of
opportunities. Keeping the Board informed through
regular reports, the AERMC also endorsed for Board
approval the result of the CY2014 Statutory Audit
of the Association and the selection of the external
auditor for CY2015 and CY2016.

No of meetings in 2015: 12
Chairman:
BGen Rolando M Aquino AFP (Ret)
MGen Danilo M Servando AFP (Ret)
Vice Chairman:
RAdm Cecil R Chen PCG
Members:
MGen Edgar R Fallorina AFP
MGen R Demosthenes C Santillan AFP
CSupt Cesar Hawthorne R Binag PNP
CSupt Rodrigo R Abrazaldo BFP

CSupt Ruben F Bearis BFP
For 2015, the Governance Committee was
responsible for deliberating on and recommending
Board approval of the proposed amendments

to the Amended Articles of Incorporation and
Amended By-Laws that were crafted by the Ad-
Hoc Committee created for this purpose. It also
spearheaded the efforts toward the institution of the
Special General Membership Meeting and the actual
conduct thereof, marking a significant milestone in
the history of AFPMBAI, particularly on its soth year
of existence.

Through the Governance Committee’s oversight,
the Association was also able to implement the
changes required for compliance to the ASEAN
Corporate Governance Scorecard, thereby ensuring
that AFPMBAI keeps up with the global standards
of good corporate governance. It also reviewed the
Association’s Vision, Mission, and Corporate Values,
as well as the Strategic Objectives of AFPMBAI for
2016 to 2018. All recommendations made by the
Committee were approved by the Board of Trustees.

No of meetings in 2015: 11

Chairman:

RAdm Jose Renan C Suarez AFP
President:

MGen Edgardo Rene C Samonte AFP (Ret)
Members:

DDG Danilo S Constantino PNP

DDG Leonardo A Espina PNP

MGen R Demosthenes C Santillan AFP
MGen Emeraldo C Magnaye AFP
CSupt Cesar Hawthorne R Binag PNP
BGen Rolando M Aquino AFP (Ret)
MGen Danilo M Servando AFP (Ret)

The purpose of the Investment Committee is to

ascertain that an investment policy is in place and
oversee the execution of investment guidelines
and decisions. For 2015, the Investment Committee
established an asset allocation/mix which served as a
guide in the Association’s investment undertakings.
Investments in corporate bonds and preferred shares
in prime companies in the amount of P419.54M,
which will afford the Association a regular stream of
income of around P15M per year, were endorsed for
information/approval of the Board.

No of meetings in 2015: 12
Chairman:
MGen R Demosthenes C Santillan AFP
CSupt SonnyY David PNP
Vice Chairman:
FCMS Guillermo P Francisco AFP
President:
MGen Edgardo Rene C Samonte AFP (Ret)
Members:
*DDG Danilo S Constantino PNP
MGen Edgar R Fallorina AFP
CSupt Rodrigo R Abrazaldo BFP
CSupt Ruben F Bearis BFP
CSupt Cesar Hawthorne R Binag PNP
FCMS Romeo H Jandugan (INF) PA
RAdm Cecil R Chen PCG
* Member/VC

The SSPC assures that policies and programs for the
implementation of social services programs are in

place.

The Social Services Program Committee for CY 2015




has been involved with the plow back program of
the APMBAI. Two projects namely the Calamity
Resistance and Assistant Equipment (CARE) Project
andthe Extensionto GRADE (Grants for Dependents)
Program were approved for implementation
by the end of the year. In the area of education,
dependents of members were given stipend through
the partnership with AFPEBS while 7 scholars were
accepted through the GRADE Program. Three new
ECCD center were created and turned over to its PA
unit beneficiary. To ensure the health of its members,
various medical equipment and ambulance were
donated while at the same time donated blood in a
blood donation drive. The SSPC also participated in
the simultaneous tree planting of mangroves.

No of meetings in 2015: 11
Chairman:
RAdm Allan B Rosal AFP
RAdm Antonio A Habulan Jr AFP
Vice Chairman:
JCSupt Romeo S Elisan Jr BJMP
President:
MGen Edgardo Rene C Samonte AFP (Ret)
President:
CSupt SonnyY David PNP
MGen Emeraldo C Magnaye AFP
CSupt Cesar Hawthorne R Binag PNP
FCMS Romeo H Jandugan (INF) PA
FCMS Guillermo P Francisco (INF) PA

The NRC's primary purpose is to make sure that there
is a Board succession plan and that the Board has a
complete set of Regular and Independent Trustees
based on defined competency requirements. The
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Committee’s secondary purpose is to properly
develop and implement the Board Performance
Management and Remuneration Programs.

For 2015, the NRC ensured that all members of the
different branches of service were represented in
the Board of Trustees upon the termination of the
incumbent Trustees’ term. Replacement candidates
were evaluated according to the standards set in the
Manual of Corporate Governance and the By-Laws.
The Performance Appraisal System for the Board of
Trustees, the Corporate Secretary, and the President
was also implemented, covering 2014 performance,
and proposed enhancements to the System were
recommended to cover performance for 2015 and
succeeding years.

It is the thrust of the Association to keep the
members of its Board of Trustees informed, updated,
and empowered, particularly pertaining to matters
of corporate governance as well as matters related
to its core business. Yearly, a Continuing Education
Program (CEP) is conducted to update the Board
on new issuances from the Insurance Commission,
and to increase their knowledge and expertise in
governing the Association. All new Trustees are
also required to attend the Corporate Governance
Orientation Program (CGOP) of the Institute of
Corporate Directors (ICD).

In the CEP conducted on January 30, 2015, updates
from the Insurance Commission were relayed to the
Board of Trustees and members of Management
by the Honorable Dorothy M Calimag, Deputy
Insurance Commissioner for the Management
Support Services Group. Best practices in the real
estate industry were also relayed by one of the top

executives of Ayala Land, Inc, Mr Aniceto V Bisnar,
Jr. Ms. Perlita Marcelo-Skaar, former AFPMBAI
Independent Trustee and Senior Vice President
of Sterling Paper Products Enterprises, Inc. also
shared her expertise and experiences in analysing
AFPMBAI's financial performance.

In March 2015, select members of the Board of
Trustees also participated in the orientation program
of the Institute of Corporate Directors (ICD) on the
ASEAN Corporate Governance Scorecard (ACGS),
in preparation for the Association’s submission of
the ACGS Response Form in June 15, 2015. After a
thorough evaluation by the ICD, AFPMBAI ranked
among the Top 10 mutual benefit associations in the
country in terms of good corporate governance.

The performance of allthe members of the Board and
the President during the financial year is evaluated
through an established performance appraisal
system. The performance of Board members
is assessed using the following criteria: Ethics/
Professionalism, Initiative, Service Representation,
Communication  Effectiveness, and Meeting

Participation Effectiveness. Each criteria receives a
maximum rating of 100%, with the final score being
the average rating. Each Board member is evaluated
by the Board Chairman and the Chairman of the
Governance Committee.

Part A of the performance assessment of the
President and only Executive Trustee is based on the
corporate score of the Association, a score which
effectively rates the performance of the Association
with respect to the five (5) perspectives of its
Balanced Scorecard, namely: Financial, Customer,
Internal Business Process, Learning and Growth,
and Social Impact. This portion of the President’s
assessment receives a maximum of 60 points. Part B
of his assessment pertains to his rating on qualitative
measures such as: Implementation of Board
Resolutions, Effective Relationship with the Board,
and Transparency and High ethical Standards. Part B
of the assessment receives a maximum of 40 points.
The points are then added to come up with the final
rating. The President is rated by all the members of
the Board of Trustees, including the Chairman.




LIST OF BOARD MEMBERS 2015

CHAIRMAN

Gen Hernando DCA Iriberri AFP
Gen Gregorio Pio P Catapang Jr AFP

MMDS, CGOP ICD
Master in Defense and Strategic Studies;
CGOP ICD

Jul 10, 2015 - Apr 22, 2016
Jul 18, 2014 - Jul 11, 2015

VICE CHAIRMAN

RAdm Jose Renan C Suarez AFP

RAdm Antonio A Habulan Jr AFP

Master in Business Administration, MA Public
Administration; Master in Development
Management, CGOP ICD

Master in Business Management, CGOP ICD,
ACGS Orientation ICD

Jan 25, 2013 - Feb 16, 2016

May 2, 2014 - May 2, 2015

MGen Edgardo Rene C Samonte AFP (Ret)

PDDG Danilo S Constantino PNP
PDDG Leonardo A Espina PNP

RAdm Allan B Rosal AFP
MGen Emeraldo C Magnaye AFP
MGen Edgar R Fallorina AFP

SSupt Cesar Hawthorne R Binag PNP

CSupt Sonny Y David PNP

MGen R Demosthenes C Santillan AFP
RAdm Cecil R Chen PCG

CSupt Rodrigo R Abrazaldo BFP

CSupt Ruben F Bearis BFP
CSupt Romeo S Elisan Jr BJMP
BGen Rolando M Aquino AFP (Ret)

MGen Danilo M Servando AFP (Ret)
FCMS Romeo H Jandugan (INF) PA

FCMS Guillermo P Francisco (INF) PA

Master in Development Management

Master in Management

Master in Development Management major in
Public Management; Laws and Jurisprudence,
CGOP ICD

CGOP ICD

CGOP ICD

Master in Business Management (Major in
Finance); CGOP ICD

MPA; Master in Development Management;
Public Policy and Management

BS PMA; CGOP, ICD

MBA, Project Management, CGOP ICD

MBA; MSMA; CGOP, ICD

Master in Management; Master in Public
Administration; CGOP ICD

Master in Public Administration, CGOP ICD
Master in Public Administration, CGOP ICD
Master in Public Administration; Master in
Development

PDP ICD; ACGS Orientation ICD

Corporate Governance Orientation Program,
ICD

Corporate Governance Orientation Program,
ICD

Jul 5, 2014 - Present
Jun 1, 2015 - Jul 2, 2016

Jul 30, 2013 - Jun 1, 2015

Jun 1, 2015 - Present
Sep 1, 2015 - May 21, 2016
Oct 1, 2013 - Jul 2, 2015

Oct 1, 2013 - Present

Jan 30, 2015 - Jan 28, 2015
Nov 3, 2014 - Sep 8, 2016
Mar 1, 2014 - Sep 8, 2016
Feb 28, 2015 - Aug 17, 2016

Feb 23, 2012 - Feb 23, 2015
Jun 30, 2014 - Present
Sep 1, 2015 - Sep 1, 2016

Aug 1, 2014 - Aug 6, 2015
Oct 29, 2015 - Present

Oct 24, 2012 - Oct 24, 2015

CORPORATE SECRETARY

Atty Renato A David, FICD
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LLB, PDP ICD

Jul 3, 2013 - Present

LIST OF BOARD MEMBERS AND THEIR BOARD MEETING ATTENDANCE IN 2015

Position

Chairman
Chairman
Vice Chairman
Vice Chairman
President
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Member
Corporate Secretary

Board of Trustees

Gen Hernando DCA Iriberri AFP

Gen Gregorio Pio P Catapang Jr AFP
RAdm Jose Renan C Suarez AFP
RAdm Antonio A Habulan Jr AFP

MGen Edgardo Rene C Samonte AFP (Ret)

DDG Danilo S Constantino PNP

DDG Leonardo A Espina PNP

RAdm Allan B Rosal AFP

MGen Emeraldo C Magnaye AFP
MGen Edgar R Fallorina AFP

SSupt Cesar Hawthorne R Binag PNP
CSupt Sonny Y David PNP

MGen R Demosthenes C Santillan AFP
RAdm Cecil R Chen PCG

CSupt Rodrigo R Abrazaldo BFP
CSupt Ruben F Bearis BFP

CSupt Romeo S Elisan Jr BJMP

BGen Rolando M Aquino AFP (Ret)
MGen Danilo M Servando AFP (Ret)
FCMS Romeo H Jandugan (INF) PA
FCMS Guillermo P Francisco (INF) PA
MGen Renato A David AFP (Ret)

LIST OF BOARD COMMITTEE MEMBERS AND THEIR ATTENDANCE IN 2015

GOVERNANCE COMMITTEE: 13 MEETINGS

Position

Chairman
Chairman
Vice Chairman
President
Member
Member
Member
Member
Member

Board of Trustees

BGen Rolando M Aquino AFP (Ret)
MGen Danilo M Servando AFP (Ret)
RAdm Cecil R Chen PCG

MGen Edgardo Rene C Samonte AFP (Ret)

MGen Edgar R Fallorina AFP

MGen R Demosthenes C Santillan AFP
SSupt Cesar Hawthorne R Binag PNP
CSupt Rodrigo R Abrazaldo BFP
CSupt Ruben F Bearis BFP

AUDIT AND ENTERPRISE RISK MANAGEMENT COMMITTEE

Position

Member/Acting Chair
Chairman/Vice
Member

Member

Member

Member

Member

Board of Trustees

RAdm Jose Renan C Suarez AFP
DDG Leonardo A Espina PNP

RAdm Allan B Rosal AFP

RAdm Antonio A Habulan Jr AFP
DDG Danilo S Constantino PNP
CSupt Romeo S Elisan Jr BJMP
MGen Danilo M Servando AFP (Ret)

Attendance

(13 meetings)

83%
86%
92%
80%
100%
57%
83%
100%
75%
71%
75%
100%
85%
7%
100%
100%
85%
100%
100%
100%
100%
92%

Attendance
(12 meetings)

100%
100%
83%
100%
50%
75%
83%
90%
100%

Attendance
(11 meetings)

100%
100%
86%
67%
71%
82%
80%
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INVESTMENT COMMITTEE COMMITTEE ON AMENDMENTS

Position Board of Trustees Attendance Position Board of Trustees Attendance
(11 meetings) (3 meetings)
Chairman RAdm Jose Renan C Suarez AFP 100% Chairman Supt Rodrigo R Abrazaldo BFP 100%
President MGen Edgardo Rene C Samonte AFP (Ret) 100% Vice Chairman Atty Renato A David, FICD 100%
Member PDDG Danilo S Constantino PNP 100% Member BGen Rolando M Aquino AFP (Ret) 100%
Member PDDG Leonardo A Espina PNP 100% Member Supt Cesar Hawthorne R Binag PNP 50%
Member SSupt Cesar Hawthorne R Binag PNP 50% Member Atty Maricarr Martinez-Mirabel 100%
Member BGen Rolando M Aquino AFP (Ret) 100% Atty Elizabeth del Fonso-Hidalgo 100%
Member MGen Emeraldo C Magnaye AFP 75%
Member MGen Danilo M Servando AFP (Ret) 100%
Member MGen R Demosthenes C Santillan AFP 80%

SOCIAL SERVICES PROGRAM COMMITTEE

Position Board of Trustees Attendance
(12 meetings)

Chairman MGen R Demosthenes C Santillan AFP 83%
Chairman CSupt Sonny Y David PNP 100%
Vice Chairman FCMS Guillermo P Francisco (INF) PA 100%
President MGen Edgardo Rene C Samonte AFP (Ret) 100%
Member/VC* DDG Danilo S Constantino PNP 83%
Member SSupt Cesar Hawthorne R Binag PNP 100%
Member MGen Edgar R Fallorina AFP 60%
Member CSupt Rodrigo R Abrazaldo BFP 90%
Member CSupt Ruben F Bearis BFP 100%
Member FCMS Romeo H Jandugan (INF) PA 50%
Member RAdm Cecil R Chen PCG 83%

NOMINATION AND REMUNERATION COMMITTEE

Position Board of Trustees Attendance
(11 meetings)

Chairman RAdm Allan B Rosal AFP 83%
Chairman RAdm Antonio A Habulan Jr AFP 100%
Vice Chairman CSupt Romeo S Elisan Jr BJMP 100%
President MGen Edgardo Rene C Samonte AFP (Ret) 100%
Member CSupt Sonny Y David PNP 100%
Member MGen Emeraldo C Magnaye AFP 100%
Member SSupt Cesar Hawthorne R Binag PNP 67%
Member FCMS Romeo H Jandugan (INF) PA 100%
Member FCMS Guillermo P Francisco (INF) PA 69%
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BOARD U- [RUSTEES

DDG Danilo 5 Constantino PNP MGen Emeraldo C Magnaye AFP
Deputy Chief PNP for Operations (DCO) Vice Commander, Philippine Air Force

Gen Ricardo R. Visaya AFP
Chief of Staff, AFP

MGen Rodolfo Demasthenes C Santillan AFP MGen Alexander F Balutan AFP
Vice Commander, Philippine Army Vice Commander, Philippine Navy

RAdm Allan B Rosal AFP MGen Edgardo Rene C Samonte AFP (Ret)
Deputy Chief of Staff for Personnel AFP President and CEO
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RAdm Cecil R Chen PCG CSupt Romeo 5 Elisan Jr, BIMP BGen Rolando M Aguino AFP (Ret) FCMS Romeo H Jandugan PA (INF) PA
Commander, Coast Guard Fleet, PCG Chief of Directorial Staff, BIMP Independent Trustee AFP Sergeant Major

CSupt Rodrigo R Abrazaldo BFP CSupt Hawthorne R Binag PNP Atty Renato A David, FICD
OIC Bureau of Fire Protection Acting Chief, Firearms and Explosives Office, PNP Corporate Secretary
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PRODUCTS & SERVICES

MODIFIED BASICINSURANCE FOR AFP PERSONNEL

Particulars Modified Basic Insurance (MBI)

Type of Insurance Plan Term Insurance with equity

0.5% of base pay (automatic)

Monthly Contribution +1.0% of base pay: additional

Total Living Benefit Member’s Equity + Interest
o
Equity Loan Loans for members at only 6% interest
per annum

Dismemberment / For total and permanent injuries due to accident or

— Disability Benefit incurred while in the performance of duty

A0 HE DEVELOPMENT DEPT Death Benefit (natural) 100% Face Amount + Total Living Benefit

Death Benefit (accidental) 150% Face Amount + Total Living Benefit

150% Face Amount + P50,000

Death Benefit (KIA) + Total Living Benefit

UPGRADED BASIC FOR BFP, BJMP, PCG & PNP PERSONNEL

Particulars Upgraded Basic Insurance (UBI)
Type of Insurance Plan Term Insurance with equity
Monthly Contribution 1.5% of base pay
Total Living Benefit Member's Equity + Interest
Equity Loan Equity Loan at 6% interest per annum
Dismemberment /Disability| For total and permanent injuries due to accident
Benefit or incurred while in the performance of duty
Death Benefit (natural) 100% Face Amount + Total Living Benefit

Death Benefit (accidental) 200% Face Amount + Total Living Benefit

Death Benefit (KIA) 100% Face Amount + P50,000
+ Total Living Benefit
IW SPECIAL GROUP TERM INSURANCE (SGTI)
RATION DIVISION * coverage of P16,000 for natural * P1,000 funeral benefit
deaths and P32,000 for members + disability benefit if incurred while
killed-in-action on performance of duty
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ENDOWMENT AT 56

- a life insurance, savings and investment plan for regular
members 55 years old and below

- 100% maturity benefitatage 56 and dividends starting on
the 4th year

- with disability benefit

- double insurance benefit in case of accidental death

- with funeral benefit

ENDOWMENT PLAN (10, 15, 20 YEARS)
- payable in 10, 15 or 20 years and insured for the same
period
- 100% maturity benefit
- with dividends starting on the 4th year, if plan is
participating

ANTICIPATED 20-YEAR ENDOWMENT
- payablein 20 years and insured for the same period
- with 20% bonus on the sth, 10th, 15th policy anniversary
year
- 100% maturity benefit

SAVER’S PROTECTION PLUS (10-15)
- payable in 10 years and insured for 15 years
- with dividends starting on the 4th year
- 20% bonus on the 10th to 14th policy anniversary year
- 100% maturity benefit on the 15th year
- double insurance coverage from 6th year onwards in case
of death

EASY PAY PLAN (10-20)
- 10 years to pay, insured for 20 years
- with dividends starting on the 4th year
- 100% maturity benefit

COLLEGE EDUCATIONAL PLAN

- aneducational fund and insurance plan for dependents of
members, newborn to 11 years old

- payable in 5 or 10 years and matures on the policy
anniversary date after the child’s 17th birthday

- with life insurance for the child and dividends starting on
the 4th year

- with waiver of premium for death and total and permanent
disability of payor
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WHOLE LIFE
- lifetime insurance protection which guarantees biggest
amount of protection at minimum cost

20-PAY LIFE
- payablein 20 years, insurance coverage until age 99
- with dividends if plan is participating, starting on the 4th year

SPECIALWHOLE LIFE
- lifetime insurance protection for retired servicemen, available
to members ages 50-6g9 years old

GROUP TERM INSURANCE

- insurance protection for members of CAFGU, ROTC, PMA
classes, security agencies, cooperatives and other special
groups

REDEMPTION INSURANCE (CREDIT, SALES,
MORTGAGE)
- anassurance of payment of theoretical balance of the loanin
the event of death of the borrower

DIVIDENDS
benefit given to members with participating additional
insurance in force for at least three years.

DISABILITY BENEFIT
benefit given to members with Basic and Modified or
Upgraded Basic insurance for total and permanent loss or
loss of use of the parts of the body as a result of accident or
combat operations
benefit for E-56 policyholders if loss is due to accident only
- benefit for SGTI policyholders if loss is incurred while on duty

BATTLE INJURY ASSISTANCE

- financial assistance granted to members with Modified Basic
Insurance or Upgraded Basic Insurance whose injury sustained
in battle is not covered underthe disability program of Modified
Basic Insurance (MBI) /Upgraded Basic Insurance (UBI) and
Special Group Term Insurance (SGTI)

- face amount depends on injury

POLICY LOAN
- available after two years of premium payment for
Endowment Plans and three years for other Life Insurance
Plans
- payablein6,12,18 or 24 months at 6%interest perannum

EQUITY LOAN
- for members with Modified or Upgraded Basic Insurance
- payablein 12, 24, or 36 months at 6% interest
per annum

SALARY LOAN

- forall active members with active Additional Insurance

- maximum of P300,000 at 8% interest per annum for loan
term of 36 months and below, 10% for more than 36 months

- available after paying one month of premium contribution
remitted to the Association through payroll deduction

- renewable after payment of six monthly amortizations for
loans with payment term of 36 months and below; and
after payment of 12 monthly amortizations for loans with
payment term of more than 36 months.

MEMBER’'S EDUCATIONAL ASSISTANCE LOAN
(MEDAL)
- for the schooling of members or their dependents
regardless of school level and number of grantees
- maximum of P50,000 payable within one year
- 7% interest per annum

HOUSING LOAN
- for the acquisition of lot or house and lot unit from
AFPMBAI subdivision projects
- payable upto 20years, depending on the age of borrower
- 5.5% - 11% fixed interest rates per annum

MORTGAGE LOAN

- for the purchase of lot, house and lot or condominium
(completed), house construction, purchase of lot with
house construction, home improvement, refinancing of
real estate/housing loan with other institutions.

- maximum of P5M loanable amount

- payable up to 20 years, depending on the age of the
borrower

- 5.5% -11% fixed interest rates per annum

EXPANDED SALARY LOAN (ESL)
- foran AFP officer who is a regular member of AFPMBAI turning
55 years of age and/or who would compulsorily retire within one
year or less
- Maximum loanable amount plus interest equal
to his 25% lump sum pay but not exceed P1M
- monthly amortization to cover interest only
- only 8% per annum
- total loan amount will be deducted from lump
sum/commutation of leaves

PRE-RETIREMENT LOAN
- for AFP members who is due for mandatory retirement from
the service within five (5) years or less upon loan application
- purchase of house and lot, or condominium (completed), house
construction, purchase of lot and house construction, home
improvement
- payable up to 5 years
- 5%-7% interest rate per annum

CALAMITY LOAN
- special loan privilege granted to members who are victims of
calamities

TEXT 2 ATM LOAN FACILITY
- availment of loans or loan renewal through text
- forregularand associate members who enrolled toTXT 2 ATM
facility
- must have active and updated Basic Insurance or Additional
Insurance plan with cash value

SM BILLS PAYMENT FACILITY
- members now have the convenience of paying theirloans and
insurance premiums at over 200 branches of SM Bills Payment
counters nationwide.

NEW AFPMBAI MEMBERSHIP ID
- in partnership with UCPB, the new AFPMBAI ID features its
membership identification and ATM functionality in one card.



BRANCH & EXTENSION

OFFICES

NORTHERN LUZON AREA
OIC: MARIETA O ALEJO

Baguio Branch

Supervisor: Edna P Ramos
AFPSLAI Bldg, Camp Henry Allen
Baguio City

0999-515-3918 / 0923-7420891
0927-982-9859 / (074)443-5883

San Fernando La Union Extension Office
In-Charge: Heziel Yen G Yosoya

Unit C, National Road, Pagdalagan Norte
City of San Fernando, La Union
0909-5295572 [ 0933-8720142
(072)607-8120

Dagupan Extension Office

In-Charge: Al Bryan J Senin

Room 203 2nd floor, Siapno Bldg, corner
Rivera St. and Zamora St., Dagupan City
0923-7471514/ 0930-9664762

Laoag Extension Office
In-charge: Marie Cris S Camagon
Unit 202 VL & SONS Bldg

P. Gomez St., Laoag City
0932-5127185 [ 0923-7457561

Isabela Branch

Supervisor: Restituto M Duran lll
CLU Bldg, National Highway
Cauayan, Isabela

0907-8227859 [ 0923-7420889
(078)652-1743

Bayombong Extension Office
In-Charge: Kristine Irish R Villareal
Room D, F & V Delos Santos
Commercial Bldg. 146 National Road,
District IV, Bayombong,

Nueva Vizcaya

0923-7471473
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Upi Extension Office
In-Charge: Frances V Siddayao
Camp Melchor F Dela Cruz
Upi, Gamu, Isabela
0933-3817764

Tuguegarao Branch

Supervisor: Grandee P Dumlao
Rios Bldg Cor. College Ave and Taft
St. Tuguegarao City, Cagayan
0916-1676224 | 0923-7421812
(078)844-6728

Tabuk Extension Office
In-charge: Cherie Pie G Pullis
2F Kalinga Bazaar, Bulanso
Tabuk, Kalinga

0923-743-4646 [ 0935-9314911

Cabanatuan Branch

Supervisor: Engr Julito V Arucan
Unit A Abesamis Bldg., Brgy. San
Roque, Melancio St.,
Cabanatuan City
0923-7327870 / (044)464-3908

Fort Magsaysay Extension Office
In-charge: Carolyn P De Guzman
7th Infantry Division, Philippine
Army

Fort Magsaysay, Palayan City
Nueva Ecija

0923-7420870/ 0947-5287887

Clark Extension Office
In-charge: Perfecto G Libunao
600th Air Base Wing,

Clark Air Base, Pampanga
0923-7421791

Olongapo Extension Office
In-Charge: Ellen G Importado
1869 Rizal Ave., West Bajac-Bajac,
Olongapo City

0933-8754260

Tarlac Extension Office

In-charge: Catherine P Allag

2/F AJ-AS Building, Brgy. Maligaya
Tarlac City

0933-8784388

Capas Extension Office
In-charge: John Carlo L Maialac
2R Bldg., Sta. Lucia, Capas Tarlac
0933-0471069

Camp Olivas Extension Office
In-charge: Crisostomo M Bruel
Camp Olivas, City of San Fernando,
Pampanga

0943-7087265

SOUTHERN LUZON AREA
HEAD: RUBEN G ACLETA

Fort Bonifacio Branch
Supervisor: Ma. Jocelyn Junsay
Naval Station Jose Francisco
Gate 3 Fort Bonifacio, Taguig City
(02)888-6438 / (02)888-9057
0923-7420892

Canlubang Extension Office

In-charge: Jhon Daniel L Magistrado
Camp Vicente Lim, Canlubang, Laguna
0999-9077752 [ 0923-7420868

Tanay Extension Office
In-charge: Maribel M Manalo
Camp Gen Capinpin, Tanay, Rizal
0943-8700066

Cavite Branch

Supervisor: Maria Nimfa A Recaido
2/F Unit-D 685 R.Basa St.

Brgy. Labanos, San Roque, Cavite City
0949-3403639 / 0923-7421809
(046)435-8992

Palawan Extension Office

In-charge: Honeylyn Lambaja

Unit 1, 2/F, SJD Green Bldg.

132 National Highway, Brgy. San Pedro
Puerto Princesa, Palawan
0949-3364100 / 0923-7471482
(048)434-7012

Lucena Branch

Supervisor: Estrellita O Querimit
SOLCOM, Camp Nakar Lucena City
0918-3976367 [ 0923-7420847
(043)373-1091

Daet Extension Office

In-charge: Resty V Pacle

No. 2 Blk 6 Lot 1 Bel-Air Subdivision
Lag-on Daet, Camarines Norte
0943-5547618 [ 0927-9247343
(054)440-0680

Batangas Branch

Supervisor: Nenita H Buco

Unit 5 2/F Verde Centre
Paninsingin, Lipa City, Batangas
0923-7421794 [ 0947-7253654
(043)702-4352

Calapan Extension Office

In-charge: Nollie Rose P Martinez
2/F HCP Bldg., M.H Del Pilar St., San
Vicente East, Calapan City,

Oriental Mindoro

0923-7421802/ 0947-3861320

Legaspi Branch

Acting Supervisor: Jecris C Sagragao
ANST Bldg, Washington Drive,
Legazpi City

0923-7420862 [ 0916-7879077
(052)481-1573

Pili Extension Office

In-charge: Glenda O Pacis

Omega Gold Plaza Bldg, Pili, Camarines
Sur

0923-7421808 [ 0935-9307236
(054)477-3406

Masbate Extension Office
In-Charge: Honeylyn Lambaja
Room 1 Shopper’s Arcade
Domingo St., Masbate City
0923-7491537 [ 0906-4101427

VISAYAS AREA
HEAD: ANITA BAGASALA

Iloilo Branch

Supervisor: Mila R Sison
Arthur Suite, General Luna St.
Iloilo City

0923-7421814 [ (033)337-8416

Bacolod Extension Office
In-charge: Mary Joy B Locsin
Door 5 Elcourt Bldg, 1st Street,
Lacson, Bacolod City
0923-7421822 / (034) 434-6044

Jamindan Extension Office
In-charge: Genalyn D Panahilason
Sitio Agbalagon, Jaena Norte
Jamindan, Capiz

0923-2007450

Kalibo Extension Office

In-Charge: Dechel R Harvey

Door #206, 2F Waldolf Garcia Bldg.
Osmeiia Ave., Kalibo, Aklan
0923-7434634

Cebu Branch

Supervisor: Vembe V Magalso
CENTCOM, AFP, Camp Lapu-Lapu
Lahug, Cebu City

0923-7259328 / 0920-5001827
(032) 234-1028

Dumaguete Extension Office
In-charge: Geoviliza Z Tayag
Door No. 4 Canlas Bldg.,
Cervantes St., Dumaguete City
0923-7455310 / 0919-6661048
(035)226-3527

Bohol Extension Office

In-charge: Sheryl A Paeste

140 J.A Clarin St. Tagbilaran City, Bohol
0923-7455318 / 0908-3271527
(038)412-7282

Bogo Extension Office
In-charge: May Anne O Astillo
Bogo City Police Station

Brgy. Taytayan, Bogo City, Cebu
0908-2577473

Branch and Extension Offices II

Tacloban Branch

Supervisor: Rebecca S Gayod
G/F Aqua Glass Bldg., corner P.
Gomez

& Real Sts. Tacloban City
0943-7079484 [ 0921-4354529
(053) 325-6552

Catbalogan Extension Office
In-charge: Rommel A Romero
Camp Lukban, Maulong
Catbalogan, Samar
0923-7457575 [ 0921-7605946
(055) 251-5351

Catarman Extension Office
In-charge: Novelin A. Mahinay
Catarman Police Station

JP Rizal St. Brgy. Acacia
Catarman, Northern Samar
0943-0948734 | (055)251-8555

Maasin Extension Office

In- charge: Elizabeth A Aberte
Capt. lyano St., Brgy. Tagnipa,
Maasin City, Southern Leyte
0943-7087268 [ 0915-7466962
(053)381-2914

MINDANAO AREA
HEAD: DEONESIO B CORONG II

Zamboanga Branch
Supervisor: Jocelyn B Paala
Western Mindanao Command
Camp Basilio Navarro, Lower
Calarian,

Zamboanga City
0919-4911649 [/ 0923-7457583
0942-7126122 / (062)991-1053

Pagadian Extension Office
In-charge: Marie Lei L Pamittan
Kuta Dao, Pagadian City
0928-7128245 [ 0923-7457446
(062)215-3907

Jolo Extension Office

In-charge: Nhasramona U Jasim
Camp PSSupt, Julasim A Kasim,
Asturias, Jolo, Sulu
0977-4871945 [ 0943-1331884



Dipolog Extension Office

In-charge: Katrina Marie E Saguin
Jucit Bess Bajamunde Sanico Bldg.,
Gonzales cor. Malvar St.,

Dipolog City

0923-7457456

Ipil Extension Office
In-charge: Richel C dela Cruz
Stall no. 6 Schuck Arcade
Climaco St., Poblacion Ipil
Zamboanga Sibugay Province
0923-749-1566

Cagayan De Oro Branch

Supervisor: Conchita Ma Concepcion L

Salazar

Nufiez Bldg., Zone 1, Bulua
Cagayan De Oro City
0999-4697000 / 0923-7455323
(08822)735-695

Iligan Extension Office
In-charge: Jefilamae T Silao
Jariol Bldg,

Del Pilar St., Iligan City
0928-7107777 [ 0923-3747472

Bukidnon Extension Office
In-charge: Riza Manguera
Rubio Bldg., Magsaysay St.,
Malaybalay, Bukidnon
0923-7491567

Butuan Branch

OIC: Krizza C Simudlan

Brgy. Bancasi, Butuan City
0928-3687565 [ 0923-7457460
(085)226-6084

Surigao Extension Office
In-charge: Allvin A Yosores
2/F Arriba Bldg., Amat St.,
Surigao City
0923-7491606
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Davao Branch

OIC: Maria Menchie C Makilang
4/F AFPMBAI Bldg., Maya Street,
Ecoland, Matina, Davao City
0929-8102531 / 0923-7457415
(082)297-5482

Mati Extension Office

In-charge: Paullyn Grace P Gamayon
Manongas Bldg., Limotoc St.

Mati City

0923-7471515

(082) 811-3685

General Santos Extension Office
In-charge: Janet M Jaudian

3/F SAFI Bldg. 2, Mansanitas St.

cor Magsaysay Ave., General Santos City
0948-4927464 [ 0923-7457551
(083)553-1454

Cotabato Branch

Supervisor: Annaliza B Lim

2/F Herrera Bldg. 154, Quezon Ave,
Cotabato City

0949-4565168 [ 0923-7457429
(064)421-9398 [ 421-4004

Kidapawan Extension Office
In-Charge : Janelyn Soliza

2/F ZPOL Bldg.

Quezon Blvd., Kidapawan City
0943-1343605

Tacurong Extension Office

In-Charge: Noemi | Sumalpong

Notre Dame Centrum Il, National Highway,
Tacurong City,

Sultan Kudarat

0943-7087267
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STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of ARMED FORCES & POLICE MUTUAL BENEFIT ASSOCIATION, INC., is responsible for the preparation and
fair presentation of the financial statements as at and for the years ended December 31, 2015 and 2014, including the additional
components attached therein, in accordance with the prescribed financial reporting framework indicated therein. This responsibility
includes designing and implementing internal controls relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies, and
making accounting estimates that are reasonable in the circumstances.

The Board of Trustees reviews the financial statements before such statements are approved.
R.G. Manabat & Co. (formerly known as Manabat Sanagustin & Co., CPAs), the independent auditors appointed by the management

has audited the financial statements of the ARMED FORCES & POLICE MUTUAL BENEFIT ASSOCIATION, INC. in accordance with
Philippine Standards on Auditing, has expressed its opinion on the fairness of presentation upon completion of such audit.

Chairman of the Board

GEN HERNANDO DeAIR{BERRI AFP

AR~/

MGEN EDGArDO RENE C SAMONTE AFP (RET)

Treasurer ! : ;
COMMO ANTONIO M MI?B()ZA AFP (RET)
P
rd

P

™

President and CEO
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ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC.

ASSETS
Cash and cash equivalents
Short-term investments
Financial assets at fair value
through profit loss (FVPL)
Available-for-sale (AFS)
securities
Held-to-maturity (HTM)
investments
Long-term investments
Loan receivables - net
Premiums due to insurance
receivables - net
Other receivables - net
Investment properties
Asset held-for-sale
Investments in a subsidiary
and associates - net
Property equipment - net
Deferred reinsurance
premiums
Deferred acquisition costs
Deferred tax assets - net
Other assets - net

LIABILITIES AND

MEMBERS’ EQUITY
Liabilities
Claims and benefits payable
Accounts payable and accrued
expenses
Legal policy reserves
Due to reinsurers and ceding
companies
Funds held for reinsurers
Reserve for unearned premiums
Deferred reinsurance
commission
Dividends payable
Reserve for refund of members’
equity
Retirement liability
Other liabilities

Total Liabilities

Members’ Equity

Members’ contribution
Reserve for fluctuation in value
of AFS financial assets
Employee benefit reserve
Retained surplus

Total Members’ Equity

AND SUBSIDIARY
STATEMENTS OF FINANCIAL POSITION
YEARS ENDED DECEMBER 31

CONSOLIDATED

2015

P1,745,479,919

34,191,907
2,169,977,776

1,562,074,020
20,000,000
7,617,593,703

60,083,904
71,851,734
2,547,849,246
266,917,208

19,277,950
368,610,970

3,945,399
6,289,446
23,401,465
60,133,368
P16,577,678,015

P376,370,040

444,730,929
8,622,619,814

1,880,308
1,141,850
49,021,005

750,952
297,810,471

1,659,476,864
71,491,667
436,568,326
11,961,862,226

96,065,213

(17,273,412)
(27,662,990)
4,564,686,978
4,615,815,789
P16,577,678,015

P1,256,420,000
150,000,000

34,915,424
1,938,345,550

1,478,009,864

7,266,793,678

71,047,052
71,174,282
2,127,739,561
212,439,015

14,426,158
302,223,348

6,180,934
1,526,987
20,858,305
23,672,916
P14,975,773,074

P404,470,077

448,608,199
7,914,721,584

5,164,813
25,441,850
28,854,699

1,559,042
261,832,278

1,496,624,713
32,012,575
424,687,104
11,043,976,934

97,589,383

53,257,233
(6,452,879)
3,787,402,403
3,931,796,140
P14,975,773,074
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SEPARATE

2015

P1,715,642,348

34,191,907
1,847,124,892

1,493,750,000
20,000,000
7,617,593,703

2,631,837
67,056,264
2,518,497,890
266,917,208

198,265,704
340,002,042

39,604,371
P16,161,278,166

P330,976,514

405,764,569
8,622,619,814

297,810,471

1,659,476,864
65,294,368
436,568,326
11,818,510,926

96,065,213

53,374,502
(17,327,188)
4,210,654,713
4,342,767,240
P16,161,278,166

P1,173,506,648
150,000,000

34,915,424
1,554,962,504

1,410,908,057

7,266,793,678

1,106,874
63,365,239
2,096,918,205
212,439,015

198,265,704
271,777,533

12,372,254
P14,447,331,135

P302,345,563

423,654,609
7,014,721,584

261,832,278

1,496,624,713
31,457,551
424,687,104
10,855,323,402

97,589,383

58,250,156
1,429,909
3,434,738,285
3,592,007,733
P14,447,331,135



ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC
AND SUBSIDIARY
STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31

ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC
AND SUBSIDIARY
STATEMENTS OF COMPREHENSIVE INCOME
YEARS ENDED DECEMBER 31

CONSOLIDATED SEPARATE CONSOLIDATED SEPARATE
2015 2015 2015 2015
REVENUES
Premiums, net of reinsurance P2,251,595,480 P2,136,653,979 P2,159,242,504 P2,069,408,387 NET INCOME P777,284,575 P400,127,647 P775,916,429 P398,714,366
Interest income 925,184,340 876,314,462 921,238,395 871,449,548 OTHER COMPREHENSIVE
Increase in fair value of INCOME ]
investment properties 463,064,311 2,691,149 463,064,311 - Items that will never be
Policy income 90,329,902 90,607,200 90,329,902 90,607,200 reclassified subsequently to
Rental income 47,868,225 29,009,996 46,572,190 27,740,508 profit or loss .
Gain on sale of real estate 24,214,132 27,938,126 24,214,132 27,938,126 Remeasurements of defined
Dividend income 17,741,221 4,764,153 11,877,729 2,269,189 benefit obligation - net of tax (21,210,111) 59,805,745 (18,757,097) 49,908,604
Gain on sale of AFS financial Items that may be
assets 8,333,447 8,630,363 . B} reclassified subsequently to
Commission income 2,722,064 6,502,827 - profitorloss
Other income 19,685,710 8,889,016 7,745,234 15,061,763 Net change in fair value of
3,850,738,832 3,192,001,271 3,724,284,397 3,104,474,721 AFS financial assets (70,556,420) 73,337,953 (4,875,654) 79,134,372
Net change in fair value of
BENEFITS AND AFS financial assets reclassified
EXPENSES to profit or loss 25,775 9,623,977 - -
Death and other policy benefits 1,230,949,913 1,260,649,656 1,211,051,891 1,255,759,173
General and administrative TOTAL COMPREHENSIVE
expenses 887,726,460 881,845,825 784,680,215 799,925,437 INCOME P685,543,819 P542,895,322 P752,283,678 P527,757,342
Increase in legal policy reserves 707,898,230 435,636,300 707,898,230 435,636,300
Commission expense 147,565,481 125,606,924 140,549,553 119,001,033 ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC
Dividend on participating AND SUBSIDIARY
policies 104,188,079 95,438,412 104,188,079 95,438,412 STATEMENTS OF CHANGES IN MEMBERS’ EQUITY
3,078,328,163 2,799,177,117 2,948,367,968 2,705,760,355 FOR THE YEARS ENDED DECEMBER 31,2015 AND 2014
INCOME FROM
OPERATIONS 772,410,669 392,824,154 775,916,429 398,714,366 CONSOLIDATED
= Reserve for P
tuat mployee i
SHARE IN NET INCOME Members’ “;;l::g c:?ngg Bpenzﬁt Retained Surplus
OF AN ASSOCIATE 4,851,792 1,553,125 R R Contribution Securities Reserve Appropriated Unappropriated
Balance at December 31,2013 P99,004,776 (P29,704,697) (P66,258,624) P173,698,069 P3,213,576,687 P3,390,316,211
INCOME BEFORE Net income for the year - - - - 400,127,647 400,127,647
INCOME TAX 777,262,461 394,377,279 775,916,429 398,714,366 Other comprehensive income - 82,961,930 59,805,745 - - 142,767,675
Decrease in members’ contribution (1,415,393) - - - - (1,415,393)
INCOME TAX BENEFIT 22,114 5,750,368 - - ) )
Reversal of prior year appropriated
retained surplus - - - (113,698,069) 113,698,069 -
NET INCOME FOR Appropriation of retained surplus - - - 453,030,220 (453,030,220) -
THE YEAR P777,284,575 P400,127,647 P775,916,429 P398,714,366
Balance at December 31,2014 97,589,383 53,257,233 (6,452,879) 513,030,220 3,274,372,183 3,931,796,140
Net income for the year - - - - 777,284,575 777,284,575
Other comprehensive loss - (70,530,645) (21,210,111) - - (91,740,756)
Decrease in members’ contribution (1,524,170) - - - - (1,524,170)
Reversal of prior year appropriated
retained surplus - - - (159,769,220) 159,769,220 -
Appropriation of retained surplus - - - 639,317,375 (639,317,375) -
Balance at December 31,2015 P96,065,213  (P17,273,412) (P27,662,990) P992,578,375  P3,572,108,603 P4,615,815,789
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ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC
AND SUBSIDIARY
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31

ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC
AND SUBSIDIARY
STATEMENTS OF CHANGES IN MEMBERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

CONSOLIDATED

SEPARATE
SEPARATE

Members’
Contribution

Fl

Reserve for
uctuation in
Value of AFS

Securities

Employee
Benefit
Reserve

Retained Surplus

Appropriated

Unappropriated

CASH FLOWS FROM
OPERATING ACTIVITIES
Income before income tax

2015 2015

ﬁzljﬂif);te?gffggby‘zﬁl 2013 POS.004TT6  (P20,884,216) R ety S i e Adjustments: P777,262,461 P394,377,279 P775,916,429 P398,714,366
Other comprehensive income . 79,134,372 49,908,604 . - 129,042,976 Dividend on participating polices 104,188,079 95,438,412 104,188,079 95,438,412
Decrease in members’ Incremental benefit reserves 57,531,784 140,096,367 57,531,784 140,096,367
;ontribultic;n ) (1,415,393) - - - - (1,415,393) Depreciation and amortization 42,713,349 38,365,988 33,930,438 31,953,774
eversal of prior year Impairment loss on loans and
o o et P ) ) o (13698069 113,698,069 ] insurance receivables 39,824,753 22,991,275 39,824,753 21,732,945
surplus . . . 453,030,220 (453,030,220) - Retirement benefit expense 17,217,689 20,874,691 15,079,720 16,884,408
Balance at December 31,2014 97,589,383 58,250,156 1,429,909 463,030,220 2,971,708,064 3,592,007,732 Decrease (increase) in fair value of
Net income for the year - - - - 775,916,429 775,916,429 financial assets at FVPL 723,517 (8,086,591) 723,517 (8,086,591)
Other comprehensive loss - (4,875,654) (18,757,097) - - (23,632,751) Gain on sale of investment properties _ (376,197) B B
Decrease in members’ . .
contribution (1,524,170) } } } ) (1,524,170) Impairment loss on other receivables
Reversal of prior year and other assets N 566,294 ) 566,294
appropriated retained surplus - - - (159,769,220) 159,769,220 - Share in net income of an associate (4,851,792) (1,553,125) - -
Apprlopriation of retained 630,317 375 (€39317.375) Gain on sale of AFS financial assets (8,333,447) (8,630,363) - -
surplus - - - ,317, ,317, - . ;
Balance at December 31,2015  P96,065,213 P53,374,502 (P17,327,188)  P942,578,375  P3,268,076,338  P4,342,767,240 ggli:ji:ds;g%rfnrial ectates :;Z:Zﬂ:ﬁ;; (z(;‘:gggjgz; t;::g:z:gz; ( g:gg:ﬁgg;
Increase in fair value of investment
properties (463,064,311) (2,691,149) (463,064,311) -
Interest income (925,184,340) (876,314,462) (921,238,395) (871,449,548)
Operating loss before working capital
changes (403,927,611) (217,643,860) (393,199,847) (204,356,888)
Decrease (increase) in:
Loans receivable (366,410,646) (663,236,535) (366,410,646) (663,236,535)
Premiums due and insurance
receivables 10,963,148 (31,672,492) (1,524,963) 1,079,476
Other receivables 992,388 (5,870,087) (975,030) (1,654,453)
Deferred acquisition cost (4,762,459) 746,460 - -
Deferred reinsurance premiums 2,235,535 20,903,425 - -
Other assets (36,460,450) (2,788,544) (27,232,117) 6,651,454
Increase (decrease) in:
Claims and benefits payable (28,100,037) 38,689,763 28,630,951 41,301,881
Accounts payable and accrued
expenses (3,877,270) (183,306,515) (17,890,040) (189,920,886)
Legal policy reserves 707,898,230 435,636,300 707,898,230 435,636,300
Due to reinsurers and ceding
companies (3,284,505) 2,253,495 - -
Funds held for reinsurers (24,300,000) 20,697,290 - -
Reserve for unearned premiums 20,166,306 (23,700,713) - -
Deferred reinsurance commissions (808,090) (2,325,343) - -
Other liabilities 11,881,222 424,687,104 11,881,222 424,687,104
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Net cash used in operations
Interest received

Income taxes paid
Dividends received
Dividends paid

Net cash provided by
operating activities

CASH FLOWS FROM
INVESTING ACTIVITIES
Proceeds from disposal

(payments for acquisition) of:
Short-term investments
Financial assets at FVPL
AFS financial assets
HTM investments
Long-term investments
Investment properties
Assets held-for-sale
Property and equipment
Investment in a subsidiary and

associates

Net cash used in investing
activities

CASH FLOWS FROM
FINANCING ACTIVITIES
Increase in reserve for refund of
member’s equity
Decrease in members’
contribution

Net cash provided by financing
activities

NET DECREASE
IN CASH AND
CASH EQUIVALENTS

CASH AND CASH
EQUIVALENTS AT
BEGINNING OF YEAR

CASH AND CASH
EQUIVALENTS AT
END OF YEAR
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YEARS ENDED DECEMBER 31

CONSOLIDATED
2015 2014
(P117,794,239) (P186,930,252)
923,514,499 868,397,781
(1,469,754) (850,248)
17,741,221 4,764,153
(68,209,886) (62,265,692)
753,781,841 623,115,742
150,000,000 (150,000,000)
(293,829,425) (635,453,157)
(84,064,156) (242,537,411)
(20,000,000) -
1,102,685 810,110
(12,626,252) 118,323,190
(109,100,971) (42,227,064)
(368,518,119) (951,084,332)
105,320,367 83,078,809
(1,524,170) (1,415,393)
103,796,197 81,663,416
489,059,919 (246,305,174)
1,256,420,000 1,502,725,174
P1,745,479,919 P1,256,420,000

SEPARATE

2015

(P58,822,240)
918,522,399

11,877,729
(68,209,886)

803,368,002

150,000,000

(297,038,042)
(82,841,943)
(20,000,000)

(367,315)
(12,626,252)
(102,154,947)

(365,028,499)

105,320,367

(1,524,170)

103,796,197
542,135,700
1,173,506,648

P1,715,642,348

2014

(P149,812,547)
864,165,835

2,269,189
(62,265,692)

654,356,785

(150,000,000

(440,000,000

)
)
(283,370,558)
)

(187,610
118,323,190
(29,296,218)

(173,140,704)

(957,671,900)

83,078,810

(1,415,393)

81,663,417
(221,651,698)
1,395,158,346

P1,173,506,648

ARMED FORCES AND POLICE MUTUAL BENEFIT ASSOCIATION, INC.,

AND SUBSIDIARY

NOTES TO THE CONSOLIDATED AND SEPARATE
FINANCIAL STATEMENTS

1. Organization and Operations

Armid Forces and Police Mutual Benefnt Associanon, Inc. {ithe “Association”™ or the
“Parent Company™) was incorporated on Sepiember 1, 195 with the Philippine
Securitics and Exchange Commission (SEC) as a non-stock corporation with soldiers,
police, fire, jail management and coast guard personnel as members. On Jume 29, 2011,
a resolution was approved by the majority voic of the Board of Trustees (BOT) and the
vote of members representing at least two-thirds (2/3) of the membership extending the
lifie of the Parent Company for another fifty (500 years from and after January 13, 2006,
and for this purpose, amending the Parent Company's Armicles of Incorporation. On
June 28, 2002 the SEC approved the renewal of the Parent Company’s corporate life up
o 2066,

The Parent Company was also granted license by the Insurance Commission (1C) of the
Philippines to operate as a mutual beneft associanon that extends benefits and services
for the welfare and financial security of its members and their families, which includes
providing housing, calamity assistance, educational and salary loans to members. The [C
also authonzed the Parent Company to act as a life insurance arm of the Armed Forces of
the Philippings (AFP), Philippine Natenal Police (PMNF), Burcau of Fire Protection
(BFP), Burcau of Jail Management and Penology (BJMP) and Philippine Coast Guard
(PCG).

On July 1, 2013, the Association obtained license from the IC as a mutual benefit
association vahd wntl December 31, 2005, On Janvary 1, 2006, the 1C renewed the
Association’s license until December 31, 2015,

As provided in Secnon 3Ke) of the National Internal Bevenue Code, as amended, the
Parcnt Company is cxempt from the pavment of income fax with respect o income it
receives as a non-stock, non-profit organization

The Association holds 100%  interest in AFP General  Insuramce  Corporation
(“AFPGIC” or the “Subsidiary™). AFPGIC was incorporated and registered with the
Philppine SEC on March 1, 1979 AFPGIC 15 engaged 1in the business of motor car,
fire, maring, fidelity and surety insurance, and on all other forms of non-life insurance
authorized by law.

Certificate of Authonty Mo, 200 3108-R was granted to the Subsidiary by the Philippine
IC to transact in non-life insurance (fire, marine, casualty and surety) business until
December 31, 2005, The IC renewed the Company’s License with CA Mo, 2006/60-R-R,
valid wunnl December 31, 2008, On Janvary 1, 2005, the Subsidiary was granted a
Centificate of Accreditation and Awthority to issuc Compulsory Insurance Coverage for
Agency-Hired Owverseas Filipino Workers valid until December 31, 2015,
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The consolidated and scparate financial statements as at and for the wears cnded
December 31, 2015 and 2004 comprise the financial statements of the Parent Company
and its Subsidiary (collectively referred to as the “Group™) and the Group™s interest in
associates.

The registered principal office of the Group and the Parent Company is located at
Col. Bonny Serrano comer E. Delos Santos Avenue, Quezon City.

2. Basis of Preparation

Statement of Compliance
The consolidated financial statements of the Group and the separate financial statements

of the Parent Company have been prepared in accordance with Philippine Financial
Reporting  Standards (PFRS). PFRS are based on International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board. PFRS which
are issucd by the Philippine Financial Reporting Standards Council (FRSC), consist of
PFRS, Philippine Accounting Standards (PAS), and Philippine Interpretations,

The consolidated financial statements of the Group and the separate financial statements
of the Parent Company as at and for the vear ended December 31, 2003 have been
reviewed, approved and authonized for issue by the BOT on March 21, 2016,

Basis of Measurement
The consolidated and separate financial statements have been prepared on a historical

cost basis, cxcept for the following items, which are measured on an altcrnative basis at
each reporting date.

licms Measurement Bases

Financial assets at fair value through Fair value
profit or loss (FVPL), available-for-
sale (AFS) financial asscts and
INVESIMEnt propertics
Retirement benciit asset/Tiabiliny Present wvalue of the defined benefit
obligation (PVBO) less fair value of plan
assets (FVPA)

Ponciples of lidat

The consolidmed financial statements include the financial statements of the Parent
Company and its Subsidiary. The financial statements of the Subsidiary are prepared
using the same reporting date with the Parent Company, using consistent and similar
accounting policies, except as allowed by PFRS 4, frsurance Comtracts.

A subsidiary is an entity controlled by the Parent Company, The Parent Company
controls an entity when it 15 exposed w or has nghts o varmable returns from s
involvement with the entity and has the ability to affect those returns through iis power
over the entity. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether the Parent Company
controls an entity, A subsidiary is fully consolidated from the date control is transfermed
1o the Parent Company and cease to be consolidated from the date control 15 transferred
oul of the Group.
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Intra-group balances and any unrealized gains and losses or income and expenses arising
from intra-group transactions are eliminated in preparing the consolidated financial
staterments. Unrealized gains arsing from transactions with associates are eliminated o
the extent of the Group®s interest in the entity. Unrealized losses are eliminated in the
same way as unrcalized gains, but only 1o the extent that there 15 no evidence of
impairment.

3. Summary of Significant Accounting Policies

The accounting policics sct owl below have been applicd consistently o all years
presented in these consolidated and separate financial statements, except for the changes
in accounting policics as explained below.

Adoption of Mew or Bevised Standards, Amendments 1o Standards and Interpretations
The Group and the Paremt Company have adopted the following amendments to
standards and new interpretations starting January 1, 2015 and accordingly changed its
accounting policies. Except as atherwise indicated, the adoption of these amendments to
standards and interpretations did not have any significant impact on the Group's
consolidated and the Parent Company's separate financial statements,

o Awnwad fmprovemens ro PFERS 2000 = 2002 and 2001 = 2003 Cyeles - Amendments
were made to a total of nine (9) standards, with changes made to the standards on
business combinations and fair value measurement in both cyveles. Earlier application
i5 permitied, in which case the related comscquential amendments o other PERS
would also apply. Special transitional requirements have been set for amendments to
the following standards: PFRS 2, Share-based Payment, PAS 16, Property, Flant
amd Egnipment, PAS 38, fmongible Assets and PAS 40, fmvesimens Froperne.
The following are some of the said improvements and amendments to PFRS, none of
which has a significant effect on the consolidated and separate financial statements of
the Group and the Parent Company, respectively:

o Scope of porfolic excepiion  (Amendment to PFRS 13, Fair  Falue
Meassrement), The scope of the PFRS 13 portfolio exceplion - whereby entities
arc exempted from measuring the fair value of a group of financial asscts and
financial liabilities with offsctting nsk positions on a nct basis if certan
conditions are met - has been alipned with the scope of PAS 39, Financial
fmsiruments: Recognition and Measurement and PFRS 9, Financial Instruments,

PFR5 13 has been amended w clarify that the portfolio exception potentally
applics to contracts in the scope of PAS 3% and PFRS 9 regardless of whether
they meet the defininon of a financial asset or fiinancial Lability under PAS 32,
Fimancial fasiremenis: Presentalion - g, cerain contracts o buy or sell non-
financial wiems that can be settled net 10 cash or another financial instrument,

Audited Financial Statements II_



o Definition of “related party” (Amendment to PAN 24, Related Parry fisclosnres),
The definition of a “related party” is extended to include a management entity
that provides key management personncl (KMP) services o the reporiing enlily,
gither directly or through a group entity, For related party transactions that arise
when KMP services are provided fo a reporting entity, the reporting entily is
required to separately disclose the amounts that it has recognized as an expense
for those services that are provided by a management entity; however, it is not
required to “look through’ the management entity and disclose compensation
paid by the management entity to the individuals providing the KMP services,
The reporting entity will also need to disclose other transactions with the
management entity under the existing disclosure requirements of PAS 24 - e g
loans,

1 I Mot Yer A
A number of new standards and amendments 1o standards are effective for annual periods
beginning after January 1, 2015, Howcever, the Group and the Parent Company have not
applied the following new or amended standards in preparing these consolidated and
separate finamcial statements, respectively. Unless odherwise stated, none of these are
expected to have a significant impact on the consolidated and separate financial
statements of the Group and the Parent Company, respectively.

Effective January f, 2006

o Fguity Method in Yeparate Financial Statements (Amendments fo PAY 27, Neparate
Financial Statements). The amendments allow the use of the equity method in
separate financial statements, and apply 1o the accounting not only for associates and
joint ventures, but also for subsidiaries.

The amendments apply retrospectively for annual periods beginning on or afier
Januwary 1, 2006, Early adoption is permiited.

*  Ammual fmprovements g PFRY 2002 - 2004 Cyefe. This cycle of improvements
contains amendments to four standards, none of which are expected to have
significant impact on the consolidated and separate financial statemenis,

o Changes in method for disposal (Amendrient o PFRY 5, Non-curreni Asseis
Held for Sale and Disconvinved Operations), PERS 5 is amended to clarify that:

= if an entity changes the method of disposal of an asset (or disposal group) -
e reclassifies an assct (or disposal group) from held-for-distnbution to
owners o held-for-sale (or vice versa) without any time lag - then the change
i classification is considered a continuation of the onginal plan of disposal
and the cntity continues to apply held-for-distnibution or  held-for-sale
accounting. At the time of the change in method, the entity measures the
carrying amount of the assct (or disposal group) and recognizes any wiile-
down (impairment loss) or subsequent increase in the fair value less cosis (o
sell/distribute of the asset (or disposal group); and

- if an entity determines that an assct (or disposal group) no longer mects the
criteria to be classified as held-for-distnbution, then ot ceases held-for-
disinbution accounting in the same way as it would cease held-for-sale
accounting.
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Any change in method of disposal or distribution does not, in itself, extend the
period in which a sale has 1o be completed.

o Comtinwing invelvement' for servicing contracts {Amendmeny o PFRY 7,
Financial  Instnaments: Discloswres). PFRS 7 is amended to clanify when
servicing arrangements arc in the scope of its disclosure requirements on
contmung involvement i transferred Dnancial assets in cascs when they are
derecogmized in their entirely. A servicer 15 deemied to have continuing
invalvement if it has an anterest in the future performance of the transferred asset
= ¢ g if the servicing fee s dependent on the amount or timing of the cash flows
collected from the transferred financial asset; however, the collection and
remittance of cash flows from the ransferred financial asset to the ransferece 15
nod, in itself, sufficient 1o be considered “continuing invelvement.’

The amendment to PFRS 7 is applied retrospectively, in accordance with
PAS B, Accounting Policies, Changes in Accounting Estimates and Errors,
except that the PFRS 7 amendment relating to servicing contracts nocd not be
applicd for any period presented that begins before the annual period for which
ihe entity first applics this amendment.

Disclosure Mnitiarive fAmendments to PAY I, Presenvaiion of Finaencial Surertenis)
addresses some concems cxpressed about cxisting  presentation and  disclosure
requirements and to ensure that entities are able o use judgment when applying
PAS |. The amendments clarify thar:

&« [nformation should not be obscured by aggregating or by providing immaterial
information,

» Matenality considerations apply to all parts of the financial statements, cven
when a standard requures a specific disclosure.

*  The list of line items to be presented in the statement of financial position and
statement of profit or loss and other comprehensive income (OCI) can be
disaggregated and aggregated as relevant and additional guidance on subtotals in
these stalements.

*  An entity’s share of OC] of equily-accounted associates and joint ventures
should be presented in aggregate as single ling items based on whether or nog it
will subsequently be reclassified to profit or loss.

The amendments are to be applied retrospectively for annual periods beginning on or
after Januwary 1, 2016, Early adoption 15 permatted.

Effective Jamuary {, 2018

PFRS 9 (2014) replaces PAS 39 and supersedes the previously published versions of
PFRS 9 that mtroduced new classifications and measurement requircments
{in 20019 and 2010} and a new hedge accounting model (in 2013). PFRS 2 includes
revised guidance on the classification and measurement of financial asscts, including
a new expected credit loss medel for caleulating impairment, guidance on own credit
risk on fimancial liabilitics measurcd at fair value and supplemenis the new gencral
hedge accounting requirements published in 2013, PFRS 9 incorporates new hedge
accounting requiremients that represent a major overhaul of hedge accounting and
introduces significant improvemenis by aligning the accounting more closely with
rsk management.
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The new standard is to be applicd retrospectively for annual periods beginning on or
after Januwary 1, 2008 with early adoption permurted.

The Group and the Parent Company are assessing the potential impact on its
consolidated and separate fnancial statements, respectively, resulting from the
application of PFRS 9.

Effective Janwary 1, 2019

= PFRS 16, leases, supersedes PAS 17, leases, and the rclated Philippine
[nterpretanons. The mew standard antroduces a single lease accounting model for
lessees under which all major leases are recognized on-balance sheet, removing the
lease classification test. Lease accounting for lessors essentially remains unchanged
except for a number of details including the application of the new lease definition,
new sale-and-leaschack guidance, new sub-lease guidance and new disclosure
requirements. Practical expedients and targeted reliefs were introduced including an
opiional lessee exemplion for shori-term leases (leases with a term of 12 months or
less) and low-value items, as well as the permussion of portfolio-level accounting
instead of applying the requirements to individual leases. New estimates and
judegmental thresholds that affect the idenufication, classification and measurement
of lease transactions, as well as requircments to reassess certain key cstimates and
judgments at cach reporting date were introduced.

PFRS 16 is effective for annual periods beginning on or after January 1, 2019, Earlier
application 15 not permitted until the FRSC has adopted PFRS 15, Revenne fromm

{omiracts widlh O usiamers,

The Group and Parent Company are currently assessing the potential impact of
PFRS 16 and plans to adopt this new standard on Icases on the required effective date
once adopted locally.

Classification of Insurance and Investment Contracts

The Group and the Parent Company issue contracts that transfer insurance or financial
risk or both. Insurance contracts are those conracts thar ransfer significant insurance
risk. Such risk includes the possibility of having to pay benefits on the occurrence of an
insured event such as death, accident or disability. The Group and the Parent Company
may also eransfer insurance rnsk in insurance contracts through its reinsurance
arrangements to hedge a greater possibility of claims occurring than expected. Such
contracts may also transfer financial nsk. As a general guideline, the Group and the
Parent Company define 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
pavable if the insured event did not oceur, Investment contracts are those contracts that
transfier financial risk with no significant insurance risk.

Once a contract has been classified as an insurance contract, it remMains as an INSUrANce
contract for the remainder of us life, even if the msurance nsk reduces sigmificantly
during the period, unless all rights and obligations are extinguished or expined.
Investment contracts can, howewver, be reclassified as insurance contracts after imcephion
if the insurance nsk bocomes significant.
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Insurance Contracts

Life Insurance

Underwriting Income

Premiums arising from insurance contracts are recognized as income when received and
on the issue date which coincides with the effective date of the insurance policies for the
first year premiums. For the renewal business, premiums are recognized as income when
still in force and 10 the process of collection based on actuanal methods and assumptions.

Benefits and Claims

Insurance benefits and claims are recorded when incurred. These are recorded when
notices of claims have been received and dividends have been incurred or when policics
reach maturity. For unpaid bencfits, a provision is made for the cstimated cost of all
claims but not settled as of reporting date less reinsurance recovenes, if any. Provision 15
also made for the cost of claims incurred but mot reported (IBNE) until after the repoming
date based on the Paremt Company’s experience and historical data. Differences between
the provision for outstanding claims at the reporting date and subsequent revisions and
settlements are included in profit or loss in later years. Unpaid benefits o life policies
form part of claims and benefits pavable in the consolidated and scparate statements of
financial position.

Trect Costs amd Fxpenses
Commissions and other expenses for the acquisition of insurance contracts are expensed
as incurred.

Legal Policy Reserves

Legal policy reserves represent the accumulated tedal lability for pelicies in force at the
reporting dates. Such reserves are cstablished at amounts adequate to mect the cstimated
future obligations of all life insurance policies in force. The reserves are calculated using
actuarial methods and assumptions as approved by the IC, subject to the lability
adequacy test (LAT).

Dhvidends on Parricipariing Policies

A number of lifc insurance contracts contain discretionary participating feature, This
feature entitles policyholders to policy dividends whose amounts and timing of payments
are contractually under the discretion of the Parent Company. The Parent Company’s
policy dividends are declared annually, the amounts of which are computed using
actuarial methods and assumptions, and are included under “Dividend on participating
policies” account in the consolidated and scparate statements of imcome while unpaid
policyholders” dividends are included under “Dividends pavable™ account in the
consolidated and separate statements of financial position.

LAT
At cach reporting date, a LAT is performed for the insurance contract liabilities. In

performing this test, the current best estimates of future expected contractual cash flows
and of rclated cash flows such as claims handling and administration expenscs, as well as

investment income from the asset backing such liabilities are used. Any deficiency 15
immediately charged against current operations.

Long-term insurance contracts are measured based on assumptions set out at the
inception of the contract. When the LAT requires the adoption of new best estimate
assumptions, such assumptions (without margins for adverse deviation) are used for the
subsequent measurcment of these liabilities.
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Reinsurance Combracis Held

Contracts entered into by the Parent Company with reinsurers which compensate the
Parent Company for loss on one or more contracts issued by the Parent Company and
that meet the classification requirements for msurance contracts are classified as
reinsurance contracts held.

Receivables and Payvables Relaied to Insurance Contracis

Feceivables and payables are recogniesed when due. Premiums due and uncollected are
recognized when due and measured on initial recognition at the fair value of the
consideration. Premiums due and uncollected are derecognized following  the
derecognition criteria for financial instrumenis.

Mon-hfe Insurance

Linderwriting Income

Premiums from short-duration insurance contracts arc recognized as revenue over the
period of the insurance contracts using the 24th method. The portion of the premiums
writien that relates to the uncxpired periods of the policies at cach reporting date 15
accounted for as “Reserve for uncamed premiums” in the liability section of the
consolidated statcments of financial position. The related reinsurance premiums ceded
that pertain 1o the unexpired periods at reporting dates accounted for as met chanezes in
these accounts between reporting dates are credited to or charged against profit or loss.

Ceded reinsurance recoveries are accounted for in the same period as the underlying
¢laim,

Commission Income and Deferved Relnswrance Commission

Reinsurance commissions are deferred and are subject to the same amortization method
as the related premiums ceded. Unamortized reinsurance commissions are shown in the
consolidated statements of financial position as “Deferred reinsurance commission.”

Claim Cost Recogmition

Losses and claims comnsist of benefits and clams paid o policvibolders, Estimates have to
be made both for the expected wltimate cost of claims reported and for the expected
ultnimate cost of the clams IBNE at each reporting date, The primary techmque adopred
by management in estimating the cost of notified and IBMNE claims, is that of using past
claim settlement trends to predict future claims settlement. At each reporting date, prior
year claim estimates are reasscssed for adequacy and changes made are charged to
provision, Claim provizions are not discounted for the time value of money.

Liakalities for unpaid clmim costs and claim adjustment expenses relating to insurance
contracts are accrued when insured events occur.

Cownmission expense and Deferred Acguisition Cosis fDAC)

Commissions are recognized as expense over the period of the contracts. Subsequent to
imitial recognition, these costs are amortized on a straight-line basis using the 24th
method over the life of the contract. Amortizaton is charged 1o profit or loss.

The portion of the commissions that relates to the unexpired periods of the policics at the
end of the reporting penod is accounted for as “Deferred acquisition cost™ in the assets
section of the consolidated statements of finangial posifion,

An impairment review 15 performed at each reporting date or more frequently when an
indication of impairment arises. The carrving value of DAC is written down 1o a
recoverable amount. The impairment loss is charged to profit or loss. DAC is also
considered in the LAT for each reporting period.
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DAC is derecogmized when the related contracts arc settled or disposed of,

Reinsurance

The Subsidiary cedes insurance risk in the normal course of business, Reinsurance asscts
primarily include balances due from both insurance and reinsurance companics. Amounts
due from reinsurers are cstimated in a manner consistent with the associated reinsured
policies and in accordance with the remnsurance contracts.

Ceded reinsurance arrangements do not relieve the Subsidiary from its obligation to
policyholders

The Subsidiary also assumes reinsurance risk in the normal course of business. Premiums
and claims on assumed reinsurance are recognized as income and expense i the same
manner a5 they would be if the reinsurance were considered direct business, faking info
account the product classification of the reinsured business. Reinsurance liabilitics
represent balances due to ceding companics, Amounts payable arc cstimated in a manner
consistent with the associated reinsurance contract.

(Gains or losscs on buying reinsurance, if any, arc recognized in profit or loss
immediately at the date of purchase and are not amorized.

An impairment review 15 performed on all reinsurance assets when an indication of
impairment oocurs. Beinsurance assels are impaired only if there is objective evidence
that the Subsidiary may not receive all amount duc to it under the ferms of the contract
and when the impact on the amounts that the Subsidiary will receive from the reinsurer
can be measured reliably. The impairment loss is charged o profit or loss,

Premiums and claims are presented on a gross basis for both ceded and assumed
EINSUrance.

Reinsurance asscts and liabilitics are derccognized when the contractual right is
extinguished or expired or when the contract is transferred o another pany.

Receivables and Pavables Relaed o Insurance Contracis

Receivables and pavables are recognized when due. These include amounis due o and
from agents, brokers and insurance contract holders, If there is objective evidence that
the insurance receivable 15 impaired, the Subsidiary reduces the carmving amount of the
insurance receivable and recognizes that impairment loss in profit or loss,

Short-term Inssrance Contract Liahilities

Insurance comtract labilities are based on the estimated ultimate cost of all claims
incurred but not settled at the reporting date, whether reported or not, but not scitled as at
the reporting date together wath related claims handling costs and reduction for expected
salvage value and other recovencs. Significant delayvs can be cxpenenced in the
notification and settlement of certain type of insurance claims, particularly, in respect of
liability business, therefore the ulimate cost of which cannot be known with cerainty al
the reporting daie.

Provizion for Claims Reporied and TBNR Claims

These habihiies are based on the estimated uliimate cost of all claims mewrred but not
scttled at the end of the reporting period together with related claims handling costs and
reduction for the expected valee of salvage and other recovenes. Sigmificant 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 end of the reporting period.
The Lability 15 not discounted for the tme value of money and includes provision for
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IBNR losses. The liability is derecogmized when the contract 1s discharged, cancelled or
has expired.

Reserve for Unearned Premivms

The portion of writicn premivms, gross of commission payable to intermedianics,
attributable to subsequent periods or to risks that have not yet expired, is deferred as
reserve for uneamed premiums. The change in the reserve for uncamed premiums is
taken o profit or loss in the order that revenue s recognized over the penod of nsk.
Further provisions are made to cover claims under unexpired insurance contracts which
may exeeed the uneamed premiums and the premiums due in respect of these contracts,

LAY

Al each reporting date, LAT is performed o ensure the adequacy of the insurance
habalities. The test considers current best estimates of all contractual cash flows, claims
and claims handling cost. IF the test shows that the liability is inadequate, the entire
deficiency is recognized in profit or loss,

Financial Instruments

Date of Recognition

Finaneial instruments are recognized in the consolidated and separate statements of
financial position when the Group and the Parent Company, respectively, become a party
to the contractual provisions of the instrument. Purchases or sales of financial assets that
require delivery of assets within the ume frame established by regulanon or convention
in the markeiplace are recognized on the trade daie,

Trade date accounting refers tod (a) the recognition of an asset to be reccived and the
liability to pay for it on the trade date, and (b) derccognition of an asset that is sold,
recognition of any gain or logs on disposal and the recognition of a receivable from the
buyer for payment on the rade daie.

fnittal Recogrition

Financial instruments are recognized initially at fair value of the consideration given
(1n case of an asset) or received (in case of a Liability). Except for financial instruments at
FVPL, the initial measurement of financial instruments includes transaction costs, The
Group and the Parent Company classify its financial assets into the following categornies:
financial assets at FVPL, AFS financial assets, held=to-maturicy (HTM) invesiments and
loans and receivables. The Group and the Parent Company classify its financial liabilitics
cither as financial habilitics at FYPL or other financial liabilines,

The classification depends on the purpose for which the instruments were acquired or
incurred and whether these are gquoted in an active market. Management determines the
classification of its financial instruments at initial recognition and. where allowed and
appropriate, re-cvaluates such designation at cvery reporting date,

Financial instruments issued by the Group and the Parent Company are classified as
equity in accordance with the substance of the contractual arrangement. Any interest,
dividends, realized and unrcalized gains and losses from financial instruments or
component considered as a financial liability are recognized in profit or loss for the
period. Dhstributions o holders of financial instrumenis classified as equity are reated as
owner-related and thus charged dircetly to cquity,

Finmancial Asseis or Financial Liabiilies ar FVPL

This category consists of financial asscts that are held for trading or financial instruments
designated by management as at FVPL on initial recogniton. In addition, denvative
imstruments, except those covered by hedpe accounting relanonships, are classified under
this catcgory.
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Financial assets and financial babihities at FVPL are recorded i the consobidated anmd
separate statements of financial position at fair value, with any changes in fair value
recoenized in profit or loss.

Finaneial assets or financial habilities that are not held for rading but are classified under
the FVPL category are allowed 1o be designated by management on initial recognition in
this category when any the following cntena are met:

= e designation climinates or significantly reduces the inconsistent treatment that
would otherwise anse from measuring the assets or hiabilitics or recognizing gains or
losses on them on a different basis; or

*  the assets and liabilitics are part of a group of financial asscts, financial liabilitics or
both which are managed and their performance evaluated on a fair value basis, in
accordance with a documented risk management or invesiment stralegy; or

»  the financial instrument contains an embedded denvative, unless the embedded
derivative does not significantly modify the cash flows or it is clear, with little or no
analysis, that it would not be bifurcated.

The Parent Company’s financial assets at FVPL consist only of equity sccuritics. As at
December 31, 2005 and 2004, the Group and the Parent Company do not have any
financial liabilities classified as FVPL.

AEXN fimancial asseis

AFS financial assets are financial assets which are designated as such, or do not gualify
o be classified or have not been classified under any other financial asset category.
These are purchased and held indefiniely and may be sold in response o liquidity
requirements or changes in market conditions. These include debt and equity sccurities.

After mitial measurement, AFS financial assets are subsequently measured at fair value.
Changes in fair value, other than impairment loss, interest accretion and foreign currency
differences on AFS financial assets (which are all recognized in profit or loss), are
reported as “Met change in fair value of AFS financial assets™ account in OCI and
presented inoequity.

When the fair value of AFS financial assets cannot be measured reliably because of lack
of reliable estimates of unobserved inputs such as in the case of unguoted equity
instruments, these financial assets are allowed to be camied at cost less impairment, if
any. The effective vield component of AFS debt securities, as well as the impaet of
restatement on foreign currency-denominated AFS debt securitics, is recognized in profit
or loss.

[nterest earned on holding AFS financial assets are reported as “Interest income™ in profit
or loss using the effective interest method. Dividends camed on holding AFS financial
assets are recognized in the profit or loss when the right 1o receive payment has been
established. The loss arising from impairment of such secuntics are recognized as
provision for impairment loss in profit or loss.

When an AFS financial assets are derccognized, the cumulative gain or loss previously
recognized in OCI and lodged under equity is transferred to profit or loss. Where the
Company holds more than one investment in the same securty, these are deemed to be
disposed of on a weighted average basis,

When the security 15 disposed of. the cumulative gain or loss previously recognized in
OC1 and lodzed under equity is reclassificd to profit or loss,
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As at December 31, 2005 and 2004, the Group and the Parent Company have equity
securities classified as AFS financial assets.

HTM frvesimenis

HTM investments are quoted non-denivative finangial assets with fixed or determunable
pavments and fixed matunitics for which management has the positive intention and
ability to hold to maturty, After initial measurement, these financial asscts are
subscquently measured at amortized cost wsing the effective interest method, less any
allowance for impairment. Amortized cost 18 calculared by takinmg into account any
discount or premium on acquisition and fees that are an integral part of the effective
imterest rate (EIR). The amonization is included as pam of “Interesl income” account in
the consolidated and scparate statements of income, Gains and losses are recognized in
profit or loss when the HTM investments are derecognized. Any impairment loss is also
recognized in profin or loss.

Where the Group and the Parent Company sell or reclassify other than an insignificant
amount of HTM investments, the entire category would be tainted and reclassified at fair
value as AFS financial asscts. The Group and the Parent Company would then be unable
to categorize financial instruments as HTM investments for the next two (2) vears in the
consolidated and separate Ninancial staements, respectivel v,

As at December 31, 2005 and 2014, the Group and the Parent Company have government
bonds classified as HTM investments.

Laans and Receivahles

Loans and receivables afe nof-derivative financial azzes with fixed of determinable
pavmenis and fixed maturitics that are not quoted in an active market. These are not
entered it with the miention of immediate or short-term resale and are not held for
irading, neither designated as financial assel of FVPL nor AFS financial asscis.

After imitial measurement, the loans and receivables are subscquently measured at
amortized cost using the effecuve interest method, less any allowance for impairment.
Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees that are an integral part of the EIR. The amortization 15 included as
part of “Interest income” account in the consolidated and separate statements of income.
The loss arising from the impairment of such loans are recognized in profit or loss,

As at December 31, 2005 and 20014, financial assets included under this category include
cash and cash eoquivalents, short-term investments, long-term  investments, loan
receivables, premiums due and insurance receivables, deposits and other receivables.

Cash includes cash on hand and in banks, Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original
matuntics of three months or less and are subject o an insaignificant nisk of change in
value

Cieher Financiol Liabilines

lssued financial instruments or their components, which are not classified as FVPL, are
classified as other financial habilites, where the substance of the contractual arrangement
results in the Group and the Parent Company having an obligation ¢ither 1o deliver cash
or another financial instrument to the holder or lender, or to satisfy the obligation other
than by the exchange of a fixed amount of cash or another financial asset for a fixed
number of the Group and the Parent Company s own ¢quily instrumenis.
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After iniial measurement, these financial liabilines are subsequently measured at
amortized cost using the effective interest method. Amortized cost 15 caleulated by taking
inte account any discount or premium on the issue and fees that are an integral part of the
EIR. The amortization 15 included as part of interest expense for the peniod.

This catcgory  includes the accounts pavable and accrued expenses (excluding
eovernment pavables), claims and bencfits pavable, due to reinsurers and ceding
companics, funds held for reinsurers and dividends payable.

“Day I Profit

Where the ransaction price in a non-active market is different from the fair value from
other observable current market ransactions in the same msirument or based on 3
valuation technique whose variables include only data from observable market, the
Group and the Parent Company recognize the difference between the iransaclion price
and fair value (a “Day 1" profit) in profit or loss, unless it qualifies for recognition as
some other type of assct. In cases where data used as inputs in a valuation model are not
observable, the difference between the transaction prce and model value 5 recognized in
profit or loss only when the inputs become observable or when the instrument is
derccognized. For cach transaction, the Group and the Parent Company determine the
appropriate method of recognizing the “Day 17 profi

1

Financial assets and financial liabilines are offset and the net amount is reponed in the
consolidated and scparate statements of financial posiiion of, and only if, there 15 a
currently enforceable legal night to offset the recognized amounts and there is an
intention o seitle on a nel basis, or to realize the asset and senle the liability
simultancously, This is not generally the case with master netfing agreements, thus the
rclated assets and liabilitics are presented gross in the consolidated and scparate
statements of financial position.

Determination of Fair Yalue

When measuring the Gur value of assets or habilines, the Group and the Parent Company
usc market observable data as far as possible. Fair values are categorized into differemt
levels im a fair value hicrarchy based on the inputs used in the valuanion wechnigues as
follows:

*  Level 1@ quoted prices (unadjusted) in active markets for identical assets or Liabilines;

®*  Level 2; inputs other than quoted prices included within Level 1 that are observable
for the asset or Liabality, either dicectly (i.e., as pnces) or indirectly {1.¢., derived from
prices); and

= Lewvel 3 inputs for the asset or liability that are not based on observable market data
(unobservable inpats).

If the inputs used o measure the fair value of an asset or a lability might be cateeonzed
i different levels of the fair value hicrarchy, the fair value measurcment is catcgonized in
its entirety in the same level of the fair value hierarchy as the lowest level input that is
sipnificant to the entire measurement. Transfers between levels of the fair value
hicrarchy, when applicable, 1s recogmized at the end of the reporting peniod during which
the change has ocowrred.

o i 1 A
The Group and the Parent Company asscss at cach reporting date whether a financial
asset or a group of financial assets is impaired.
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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 have
occurred after the initial recognition of the asset (an incurred “loss event™) and that loss
event {or events) has an impact on the cstimated future cash flows of the financial asset
or the group of financial asscts that can be reliably estimated. Evidence of impairment
may include indications that the borrower or a group of bomowers s cxpericncing
significant financial difficulty, default or delinquency in interest or principal payments,
that 1 has become probable that the borrower will enter bankrupicy or other inancial
reorganization and where obscrvable data indicate that there is measurable decreasc in
the estimated future cash flows, such as changes in arrcars or economic conditions that
correlate with defaulis.

AFS financial Assets Carried ar Fair Value

In case of equity securnitics classified as AFS financial assets, impairment indicalors
would include a significant or prolonged decline in the fair value of the investments
below cost. Where there 15 objective evidence of impairment, the cumulative loss lodged
under equity, measured as the difference between the acquisition cost and the current fair
value, less any allowance for impairment previously recognized in OCL, is ransferred to
profit or loss. Impairment loss on equity securitics is not reversed through profit or loss
but directly w equity as part of OCLL

In the case of AFS debt sccurities, impairment is asscssed based on the same critenia as
financial assets carried ar amortized cost. Interest continues o be accrued at the EIR on
the reduced carrying amount of the asset and is recorded as part of interest income for the
period. If, in a subsequent vear, the fair value of a debt instrument ncreased and the
increase can be objectively related to an event occurning after the impairment loss was
recognized in profit or loss, the impairment loss is reversed through profit or loss to the
extent that the resulting carrying amount of the security does not exceed its carmying
amount had no impairment loss been recognized.

AFS financial Assets Carried ar Cost

If there 15 an objective evidence of an impaimment loss on an ungquoted equity instrument
that is not carried at fair value because its fair value cannot be reliably measured, or on a
dervative asset that 15 linked 1o and must be settled by delivery of such ungquoted cquity
imstrument, the amount of the loss is measured as the difference between the asser’s
carrying amount and the present value of estimated future cash flows discounted at the
current market rate of return for a similar security.

HTM frvesimenis

The Group and the Parent Company assess at each reporting date whether there is any
objective evidence that its HTM investments are impaired. Objective evidence that a
financial assct is impaired includes observable data that comes o the attention of the
holder of the asset about the following loss events:

a. significant financial difficulty of the issuer or obligor;

b. breach of conimact, such as a default or delimquency in interest or principal pavimenis;

¢. the lender, for ecconomic or legal reasons relating to the borrower's financial
difficulty, granting to the borrower a concession that the lender would not otherwise

cansider:; or

d. it becoming probable that the bomower will enter bankrupicy or other financial
reorganization,
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Loans and Receivables

For leans and receivables, the Group and the Parent Company first assess whether
objective evidence of impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not individually
significant. If the Group and the Parent Company determine that ne objective evidence of
impairment exists for individually asscssed accounts, whether significant or mot, it
includes the asset in a group of financial asscts with similar credit nsk charactenistics and
collectively assesses for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is, or conmnucs © be, recognized are not included in
the collective assessment for impairment. For the purpose of a collective evaluation of
impairment, loans and receivables are grouped on the basis of such credin risk
characicristics as ivpe of borrower, collateral type, credit and payment status and tenm,

If there is objective evidence that an impairment loss has been incurred, the amount of
the loss is measured as the excess of loan’s carrving amount over its net realizable value,
normally based on the present value of the estimated future cash flows excluding future
credit losses that have not been ingurred. The present value of the estimated future cash
flows is discounted at the loan’s original EIR. Time value is generally not considered
when the effect of discounting 15 not material. If a loan has a vaniable interest rate, the
discount rate for measuring any imparment loss 15 the current EIR, adjusted for the
origimal credit risk premium. The calculation of the present value of the esumated future
cash flows of a collateral-dependent loan reflects the cash flows that may result from
foreclosure less cosis for obiaining and selling the collateral.

The carrying amount of an impaired loan is reduced to its net realizable value through the
use of an allowance account. Any impairment loss determined iz charged wo profit or loss,
If, in a subscquent period, the amount of the allowance for impairment decreases because
of an event occurnng afier the impairment was recognized, the previously recognized
impairment loss is reversed to profit or loss, (o the extent that the resulting carmving
amount of the assct docs not exceed its carrying amount had no impairment loss been

recognized,

Where lpans and receivables has been ascertained 1o be wonhless, the related amount is
wrilten-off against the cormesponding allowance for impairment loss.

Derecognition of Financial Assets and Liabilitics

Financial Assel

A financial asser (or, where applicable a part of a financial asset or part of a group of
similar financial assets) is derecognized when:

= the nght o receive cash flows from the asscl has expired;

*  the Group and the Parent Company retain the right to receive cash flows from the
asscl, but have assumed an obligation to pay them in full withouwt matenal delay o a
third party under a “pass-through™ arrangement; or

* the Group and the Parent Company have transfemred its right 1o receive cash flows
from the asset and ecither have: (a) transferred substantially all the nisks and rewards
of the asset; or (b) have neither transferred nor retained substantially all the risks and
rewards of the asset, but have ransferred control of the asset.
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Where the Group and the Parent Company have transferred its right to receive cash flows
from an asset and have nether transferred nor retamned substantally all the nsks and
rewards of the asset mor ransferred control of the asset. the asset 1 recopnized to the
extent of the Group and the Parent Company's continuing involvement in the asset
Continuing invalvement that takes the form of a guarantee over the transferred asset 15
measured at the lower of the oniginal carrving amount of the asset and the maximum
amount of consideration that the Group and the Parent Company could be required to

pay.

Financial Liability

A financial hability is derecognized when the obligation under the hability 15 discharged
or 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 reated as a derecognition
of the original liability and the recognition of a new liabilicy, with the difference in the
respective carmying amounts recognized in profit or loss,

Prepayments

Prepayments represent expenses not yet incurred but already paid in cash, Prepayments
are imally recorded as assets and measured at the amount of cash paid. Subsequently,
these are charged to profit or loss as they are consumed in operations or expire with the

passage of time.

Investment Properties
Propertics held for long-term rental yiclds, for capital appreciation or both are classified

as investment propertics.

[nvestment propertics are measured initially at cost, including transaction costs, The
carrving amount includes the cost of replacing part of an existing investment property at
the time that cost is incurred if the recognition cniteria are met and excludes the cost of
day-to-day servicing of an investment property which is charged 1o profit or loss.

Subscquent to initial recognition, investment properties are stated at fair value, which
reflects market conditions at the reporting date. Gains or losses arising from the changes
in the fair value of imvestment properiies are included in profit or loss in the vear in
which they arise,

For a transfer from imvestment properiies 0 owner-occupiod properties of assels
held-for-sale, the cost of property for subsequent accounting is its lower of cost or fair
value less costs of disposal. If the property occupied by the Group and the Parent
Company a8 an owner-occupied property becomes an investment property, the Group and
the Parent Company account for such property in accordance with the policy stated under
property and cquipment up to the date of change in use.

For transfer from asscts held-for-sale to investment propertics that will be carried at fair
value, any difference between the fair value of the property at the date and 1ts previous
carrying amount shall be recogmized in profin or loss.

[nvestment propertics are derecognized when it has been disposed of or when
permanently withdrawn from use and no future benefn is expected from is disposal. Any
gain or loss on the retirement or disposal of investment propertics is recognized in profit
or loss in the year of derecognition.

Rental income on investment properties are recognized over the term of the lease using
the straight line method.
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Expenses on investment properties are treated as ordinary operating expenses and are
recognized when incurred.

Assets Held-for-sale

Assets held-for-sale include real and other properties acquired through repossession or
forcelosure which the Group and the Parent Company intend to sell within one vear from
the date of classification. Events or circumstances may extend the period to complete the
sale bevond one vear, An extension of the penod required to complete a sale does not
preclude an asset from being classified as held-for-sale, if the delay is caused by events
or circumstances beyond the Group and the Parent Company’s control and there is
sufficient evidence that the Group and the Parent Company remain committed o its plan
1o scll the asset. These are measurcd at the lower of their carmmving amounts, immcdiately
prior to their classification as held-for-sale, and their fair value less costs of disposal.
Impairment boss is recognized for any initial or subsequent write-down of the asset o the
fairr value less costs of disposal, These assets are not subject to depreciation of
amortization.

The profit or loss ansing from the sale of the assets held for sale is included in the
“Gain on salc of rcal cstate”™ account in the consolidated and scparate statements of
INCome,

Inw ni in thsigh

Subsidiary is an entity controlled by the Paremt Company. The Parent Company controls
an cntity when it is cxposcd o, or has rights o, vanable returns from s involvement
with the entity and has the ability 1o affect those returns through its power over the entity.
The financial statements of the Subsidiary i included in the consolidated financial
statements from the date on which the control commences until the date on which control
CCASCS,

The Investment in a subsidiary is carried in the separate statements of financial position
at cost less any impairment in value. This includes the excess of the cost of the
acquisition over the fair value of identnfiable net assets of a subsidiary at the date of
acquisition,

Investment in a subsidiary is derecognized upon sale or disposal. Any gain or loss arising
from the derecognition is recognized in profit or loss. Gain or loss is computed as the
difference between proceeds from the disposal and its carrying amount and is recognized
in profitor loss at the time of sale or disposal.

[nvestments in Associales

Associates are entities in which the Parent Company has significant influence and which
are neither subsidiaries nor joint venturcs. The Parent Company’s invesiments in
associates are accounted in the separate financial statements using the cost method less
any impairment in value,

The mvestments 11 associates are carned in the consolidated statements of financial
position at cost plus post-acquisition changes in the Parent Company’s share in net asscts
of the associates, less any impairment in value, The consolidated statements of income
reflect the Parent Company's share in the results of operations of the associates,
Unrealized gains arising from transactions with its asseciates are climinated to the extent
of the Parent Company’s interest in the associates against the related investments.
Unrealized losses are eliminated similarly but only to the extent that there 1s no evidence
of impairment of the assel ransferred.

Audited Financial Statements II



When the Parent Company's accumulated share in net losses of an associate equals or
exceeds the carrying amount of the investment, including advances for future conversion
to equity, the Parent Company discontinues the recognition of its share in additional
losses and the investment is reported at mil value. If the associate subsequently reports net
income, the Parent Company will resume applyving the equity method only after its share
in that net income equals the share in net losses not recognized during the pened the
cquity method was suspended.

Property and Equipmcnt

Property and cquipment are stated at cost less accumulated depreciation, amorntization
and any impairment loss. The imital cost of property and equipment compriscs ils
purchase price and other costs dircctly attributable to bringing the asset o s work
condition and location for its intended use,

Depreciation and amorization are computed wusing the straight-ime method over the
estimated useful life of the assets. Leaschold improvements are amortized over the
estimated useful life of the improvements or the term of the related lease, whichever 15
shorter. Land is not depreciated, The estimated useful lives of the different categorics of
property and equipment follow:

Estimated Useful Life

Catcgory in Ycars
Buildings and land improvements 3-25
Computer cquipment A
Furniture, fixtures and other equipment 3
Transportation cquipment 5-7
Computer software 3

The assers” residual values, useful lives and depreciation and amortization method are
revicwed peniodically to ensure that the period, residual value and the method of
depreciation and amortization are consistent with the expected pattemn of economic
benefits from ilems of propery and equipment.

Subscquent costs are included in the asset's carrving amount or are recognized as a
separate assel, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the Parent Company and the cost of
the item can be measured rehably. Repairs and maintenance are charged to profit or loss
in the peried when imcurred.

Major renovations arce depreciated over their respective remaining uscful lives or the
remaiming uselul lives of the related asset, whichever 1s shorter.

Construction in progress is stated at cost. This includes costs of construction and other
direct costs, Construction in progress 15 mol depreciated until such nme that the relevant
assets are substantially complete and available for use,

An item of property and equipment is derecognized upon disposal or when no further
future economic benefits are expected from its use or disposal. Any gain or loss anising
on derecogniien of the asset (calculated as the difference between the net disposal
proceeds and the carrving amount of the asset) s included in the profit or loss in the
period when the assct i1s derccognized,
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[ntangible Asscts
Intangible assets acquired separately are measured on imitial recognition at cost

Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and any accumulated impairment loss,

The Subsidiary’s intangible asscts comprise of computer software which is amortized
over its uscful life of three (3) vears.

[ntangible asscts with defimite lives arc amonizcd on a siraight-line basis over the usciul
cconomic lifc and assessed for impairment whenever there is an indication that the
intangzible asset may be impaired. The amomization period and the amortization method
for an intangible asset with a finite useful life are reviewed at reporting date. Changes in
the expected useful life or the expected pattern of consumption of the future economic
benefits embodied in the asset is accounted for by changing the amonization period or
method, as appropnate, and ireated as changes in accounting cstimates, The amortization
expense on intangible assets with finite lives is recognized in profit or loss in the expense
category consistent with the function of the intangible asset.

[ntangible asscts are derccognized upon disposal or when no further future cconomic
benefits are expected from its use or disposal. Any gain or loss ansing on derccognition
of the asset is included in consolidated and scparate statements of income in the vear the
assel is derecognized.

At cach reporting date, the Group and the Parent Company asscss whether there is any
indication that non-financial asses (such as investment properties, assets held-for-sale,
investments in a subsidiary and associaies and property and cquipment) may be impained,
When an indicator of impairment exists or when an annual impairment testing for an
assel 15 required, the Group and the Parent Company make a formal estimate of
recoverable amount, Recoverable amount is the higher of an asset’s or cash generating
unit’s {CGLU"s) fair value less costs of disposal and its value in use and is determined for
an individual asset, unless the asset does not generate cash inflows that are largely
independent of these from other assets or groups of assets, in which case the recoverable
amount is asscssed as part of the CGL to which it belongs. Where the carrying amount of
an asset (or COUY exceeds s recoverable amount, the asset {or CGUY 15 considered
impaired and is written down to its recoverable amount, In assessing value in use, the
estimated future cash flows are discounted 1o their present value using a pre-tax discount
rate that reflects current market assessments of the ume value of money and the risks
specific to the asset (or CGLU).

An assessment is made at each reporting date as o whether there is any indication that
previously recognized impairment loss may no longer cxist or may have decreased. If
such indication exists, the net recoverable amount 15 estimated.

A previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determing the asset’s recoverable amount singe the last impairment
loss was recognized. IF that is the case, the carrying amount of the asscl is increased o ils
nct recoverable amount. The reversal can be made only to the extent that the resulting
carrying amount docs not exceed the carrying amount that would have been determined,
nct of depreciation and amortization, had no impainment loss been recognized. Such
reversal is recognized in profit or loss unless the asset is carmied at 2 revalued amount, in
which case the reversal 15 treated a5 a revaluation imcrease. After such a reversal, the
depreciation is adjusted in future vears o allocate the asser's revised carrying amouni,
less any residual value, on a svstematic basis over its remaining life,
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Equity

Members" Contribution

Members' connbution represents amounts contributed by the members of the Parent
Company in addition to payments of premiums due, net of any refund made to retired
miembers.

Reserve for Fluctuation in Vahie of AFS Financial Assets

Reserve for fluctuation in value of AFS financial asscts represents gains or losses ansing
from fair value changes of AFS financial asscts. Fair value changes of AFS financial
assets are recognised directly in equity, through the statements of changes in cquity, The
cumulative gain or loss that was recognised in equity is recognized in profit or loss when
an AFS financial assct is derecognised.

Emplavee Benefir Reserve
Employec bencfit reserve represents  recognized actuanal gam or loss due to
remeasurements of defined benefit obligation.

Kelained Surplus
Retained surplus includes accumulated results of operations as reported in the
congolidated and separate statements of comprehensive income.

Revenwe Recoesmition

Bevenue is recogmized o the extent that it 15 probable that economic benefits will flow to
the Group and the Parent Company and the revenue can be reliably measured. The
following specific recognition cniteria must also be met before revenue is recognized:

Tmierest ncome

For all interest-bearing financial instruments (except for shont-term and long-term
mvestments where interest income 15 recoenized al coupon rate), inleresl income is
recorded at the EIR, which is the rare that exactly discounts cstimated fumre cash reccipis
through the cxpected life of the financial instrument or a shorer peniod, where
appropriate, to the net camyving amount of the financial asset. The calculation takes into
account all contractual terms of the financial instrument (for example, prepayment
options), includes any fees or incremental costs that are directly atributable to the
nstrument and are an integral part of the EIR, but nat future eredit losses. The adjusted
carrying amount 15 calculated based on the original EIR. The change in carrving amount
15 recorded as inferest incomie,

Onee the recorded value of a financial asset or group of similar financial asscts has been
reduced due to an impairment loss, interest income continues to be recognized using the
original EIR applied to the new carmying amount.

Policy fncome
Palicy income are surcharges and processing fee of the Parent Company in relation to its
loan releascs.

Crerin oy Serle of Real Estare

Income from real cstae sales is accounted for using the installment method. Under this
method, gain on sale of real estate housing projects is recorded as uncamed income
(recorded as a deduction against real estate housing loans under loans receivable) and
amortized by applyving the gross profit rate to the collection of real estate housing loans
reccivable,
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Kemsal Income
Rental income 15 recognized in profit or loss on a strajght-line basis over the term of the
lease.

Dvvidend fncome
Dividend income 15 recogmized when the Group and the Parent Company’s right 1o
reccive payment is cstablished.

Crarint ot Nale af AFY Firanclal Assers

Realized gains and losscs include gains and losses on the sale of AFS financial asscts,
which are calculated as the difference between net sales proceeds and the net carrying
valuc. Rcalized gains and losscs are recogniged im profit or loss when the sales
transaction occurred,

fncrease in Fair Value of fnvesiment Properties

Increase in fair value of investment propertics pertains to any gain or loss resulting from
change in the fair value and is immediately recognized in profit or loss in the year in
which they arise,

Expense Recognilion

Costs and expenses are recognized in profit or loss when a decrease in an asset or an
increase in fumre cconomic benefits related to a decrease in asset or an increase in g
liability has ansen that can be measured reliably.

Emplovee Benefits

Retivement Bewcfirs
The Group and the Parent Company have a funded, non-contributory, defined benefit
retirement plan covering all qualified officers and employees.

The Group and the Parent Company’s net obligation in respect of the defined benefit
plans is calculated by cstimating the amount of the future benefit that employees have
carmed in the current and prior periods, discounting that amount and deducting the fair
value of any plan assets,

The calculation of defined benefit obligatnions is performed on a periodic basis by a
qualificd actuary using the projected wmit credit method, When the calculation resulis in a
potential asset for the Group and the Parent Company, the recopnized asset is limited to
the present value of economic benefits available i the form of any future refunds from
the plan or reductions in future contnbutions to the plan, To calculate the present value of
cconomic  benefits, consideration 15 given to any applicable minimum  funding
requirements.

Remcasurements of the net defined benefit liability/asset, which comprise actuanial gains
and losses, the retum on plan assets (excluding interest) and the effect of the asset ceiling
(if any. excluding interest), are recognized immediately in OCL The Group and the
Paremt Company determine the net interest expense/income on the metl defined benefin
liability/assen for the period by applying the discount rate used o measure the defined
benefit ohligation at the beginning of the annual period to the then net defined benefit
liability/asset, taking into account any changes in the net defined liability/asset during the
period as a result of contributions and benefit pavments. Net interest expense and other
expenses related to defined benefit plans are recognized in profit or loss,
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When the benefits of a plan are changed or when a plan is curtailed, the resulting change
in benefit that relates to past service or the gain or loss on curtailment is recognized
immediately in profit or loss. The Group and the Parent Company recognize gains and
losses on the settlement of a defined benefit plan when the settlement oceurs.

H RN ; Jﬂl rHs

The Group and the Parent Company recognize a liability and an expense for bonuses and,
in the case of the Subsidiary, profit-sharing based on a formula that takes into
consideration the profit amwributable to the Subsidiary’s sharcholders after certain
adjustments. The Group and the Parent Company recognize a provision where it is
contractually obliged wo pay the benefits, or where there is a past practice that has created
a comstructive obligation.

Shorr-term Emplovee Benefiis

Short-term employee benefits are expensed as the related service is provided. A liability
15 recognized for the amount expected to be paid if the Group and the Parent Company
have a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Chker Long-term Emplovee Benefivs

The Group and Parent Company’s net obligation in respect of other long-term employee
benefits is the amount of future benefit that emplovees have camed in return for their
service in the current and prior periods. That benefit is discounted to determine its
present value, Remcasurements are recognized in profit or loss in the period in which
they arise.

Fermination Renefits

Termination benefits are expensed at the carlier of when the Group and the Parent
Company can no longer withdraw the offer of those benefits and when the Group and the
Parent Company recognize costs for restructuning. 1F benefits are not expected (o be
settled wholly within twelve months from the end of the reporting period, then they are
discounted.

Leases

The determination of whether an ammangement 15, or contains a leasc is based on the
substance of the amrangement and requires an assessment whether the fulfillment of the
armangement 15 dependent on the use of a specific asset or assets and the amangement
convews a rght o use the assel. A reassessment 15 made after inception of the lease only
if one of the following applics:

a. there i a change in contractual terms, other than a renewal or extension of the
arrangement;

b. a renewal option 15 exercised or extension granted, unless the term of the renewal or
extension was initially included in the lease term;

¢. there is a change in the determination of whether fulfillment is dependent on a
specified asset; or

d. there is a substantial change o the asset.

Where a reasscssment 15 made, lcase accounting shall commence or cease from the date
when the change in circumstances gave rise o the reassessment for scenarios (a), (c) or
id) above, and at the date of renewal or extension pertod for scenanio (b).

Leases where the lessor does not ransfer substanmally all the nsks and benefits of
ownership of the asscis arc classificd as operating leases. Leasc payments arc recognized
on a straight-line basis over the lease term.
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Crronp and the Parent Company as Lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the
asset are classified as operating leases. Operating lease payments are recognized as Remt
expense under “General and administrative expenscs™ account in profit or loss on a
straight-line basis over the lease term.

Crroup and the Parent Company as Lessor

Leases where the Group and the Parent Company do not transfer substantially all the
risks and benefits of ownership of the asscis are classified as operating leases. Initial
direct costs incurred in negotiating operating leases are added to the camyving amount of
the leased asset and recognized over the lease term on the same basis as the renl income.
Contingent rent is recognized as revenue in the vear in which this is eamed. Operating
lease payments received by the Group and the Parent Company are recogmized as income
under “Rental income™ account in profit or loss on a straighi-line basis over the lease
Iorm,

RBelated Party Transactions and Belationships

Related party relationships exist when one (1) party has the ability to control, directly, or
indirectly through onc or more intermedianes, the other party or cxercisc significant
influence over the other party in making financial and operating decisions. Such
relationship also exisis between and'or among cntitics which are under commaon conimol
with the reporting enterprise, or between and'or among the enterprise and its key
management personnel, trustees, or its members,

In considering cach possible related party relationship, attention is directed to the
substance of the relationship, and not merely the legal form.

Income Taxcs
[neome tax on the profit or loss for the vear of the Subsidiary comprises current, final and
deferred taxes. Income tax is recognized in statements of income,

Crrrent Income Tax

Current income tax asscis and liabilines for the current and prior periods are measured at
thc amount expected to be recovered from or paid to the tax authority. The tax rates and
tax laws used to compute this amount are those that are enacted or substantively enacted
as at the reporting date,

Final Tax

Interest income from cash on hand and in banks and financial assets, which is subject to
final withholding tax, is presented at gross amounts while taxes paid or withheld are
included in “Tncome tax expense” account in profit or loss,

Dyferred Income Tax

Deferred tax is provided, using the balance sheet lability method, on all temporary
differences at the reporting date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.
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Deferred tax assets are recogmized for all deductible temporary differences to the extent
that it is probable that sufficient taxable income will be available against which the
deductible temporary differences and carmyforward of unused tax credits from minimum
corporate income tax (MCIT) and unused net operating loss carry-over (NOLCO) can be
utilized. Deferred tax habilities are recognized for all taxable temporary differences.
Deferred income fax, however, is nol recognized on temporary differences that anse from
the imitial recognition of an asset or lability in a transaction that 15 not a business
combination and, at the time of the ransaction, affecis neither the accounting income nor
taxable income or loss.

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

Deferred tax assets and habilites are measured at the tax rates that are applicable to the
period when the asset is realized or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted as at the reporting date.

Deferred tax asscts and deferred tax liabilites are offset if a legally enforccable right
exists to sct off current tax asscts against current tax liabilities and the deferred taxes
relate to the same taxable eniity and the same taxation authority.

Current tax and deferred tax are recognized in consolidated statements of income except
1o the extent that it relates to a business combination or wems recopnized directly in
equity or in OCI,

Prowisions

Provisions arc recognized when the Group and the Parent Company have a present
obligation (legal or constructive) as a result of a past event, it is probable that an outflow
of resources embodying economic benefits will be required w settle the obligation and a
rcliable estimaic can be made of the amount of the obligation, Where the Group and the
Parent Company expect some or all of a provision 1o be reimbursed, for example under
an insurance contract, the reimbursement is recognized as a separate assel but only when
the reimbursement is virtually certain and the cxpense relating to any provision is
presented in profit or loss, net of any reimbursement. If the effect of the tme value of
money s material, provisions are determined by discounting the expected futre cash
flows at a pre-tax rate that reflects current market assessment of the time value of money
and where appropriate, the risks specific to the hiabality. Where discounting is used, the
imcrease in the provision due (o the passage of time 15 recognized as an intercst cxpensc
in profit or loss,

Contingencics

Contingent liabilities are not recognized in the consolidated and separate financial
statements bul are disclosed unless the possibility of an outflow of resources embodyving
benefits is remote. Contingent assets are not recognized in the consolidated and scparate
financial statements but are disclosed when an inflow of economic bencfits is probable.

Ew Adfter k n

Any post year-end event that provides additional information about the Group and the
Parenmt Company’s consolidated and separate statements of financial position at the
reporting date (adjusting event) is reflected in the consolidated and separate financial
statements, Any post year-end events that are not adjusting events, if any, are disclosed in
the consolidated and separate financial statements when material.
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4. Use of Judgments and Estimates

The following are the critical judgments, key estimates and assumptions that have a
significant risk of matenal adjustments o the carrying amounts of assets, Liabilities,
income, cxpenscs and disclosures of contingent assets and contingent liabilitics

Judgments
In the process of applving the Group and the Parent Company’s accounting policies,

management made the following judgments, apart from those involving estimations,
which have the most significant effect on the amounts recognized in the consolidated and
separate financial statements:

fa) Dwvewmiining wielher an Arrangemant Contains a Lease
At inception of an arrangement, the Group and Parent Company determines whether
the arrangement 15 or contains a lease.

Ap inception or on reassessment of an armangement that contains a lease, the Group
and the Parent Company separates payments and other consideration required by the
arrangement into those for the lease and those for other clements on the basis of their
relative fair valucs. If the Group and the Parent Company concludes for a finance
lease that it is impracticable to separate the payments reliably, then an asset and a
liability are recogmized at an amount equal o the fair valwe of the underlying asset;
subscquently, the liability is reduced as payments arc made and an imputed finance
cost on the liability is recognized using the Group and the Parent Company’s
imcremenial borrowing rate.

B Determining Leave Classification
Ceroup and the Parent Company as Lessorys)
The Group and the Parent Company have entered into various lease agreements on its
imvestment properties which it considers as operating lease.

The Group and the Parent Company have determined, based on the evaluation of the
terms and conditions of the lease agreements, that all the significant risks and
rewards of ownership of these investment propertics are retained by the Group and
the Parent Company. The contracts of lease are considered as operating leases by the
Group and the Parent Company since these do not transfer substantially all the risks
and rewards incidental to owncrship,

Crroup and the Parent Company as Lessees
The Group and the Parent Company lease the premises of its regional offices with
various maturities that are renewable under certain terms and conditions,

The Group and the Parent Company have determined. based on the evaluation of the
terms and conditions of the lease agreements, that all of the significant nsks and
rewards of ownership of these regional offices are retained by the Lessor(s).

The contracts of lease are considered as operating leases by the Group and the Parent
Company since these do not transfier substantially all the risks and rewards incidental
to ownership.
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Dtermining whether the Group and Parent Company is Acting as Principal or an
Apent.

The Group and the Parent Company assesses its revenue arrangements against the
following critena to determine whether it is acting as a principal or an agent:

* whether the Group and the Paremt Company has primary responsibility or
providing the services;

» whether the Group and the Parent Company has discretion in establishing prices;
and

& whether the Group and the Parent Company bears the credit risk.

The Group and the Parent Company has determined it 15 acting as principal in its
TEVETIUG arrangements.

Classiftcarion of Financial TRstrmicins

The Group and the Parent Company exercise judgment in classifving a financial
instrument, or its component parts, on initial recognition as a financial asset, financial
liability or an equity instrument in accordance with the substance of the contracual
arrangement and the defimpons of a fnancial asset or habalny, The substance of a
financial instrument, rather than its legal form, govems its classification in the
statements of financial position. In addition, the Group and the Parent Company
classifics assets by cvaluating among others, whether the asset is quoted or not in an
active market. Included in the evaluation on whether a financial asset i1s quoted in an
active market 5 the determination on whether the quoted prices are readily and
regularly available and whether those prices represent actual and regularly occurring
market transactions on an arm's length basis.

The Group and the Parent Company classify its financial assets into the following
categonies: financial assets at FVPL, AFS financial assets, HTM investments and
loans and receivables, The Group and the Parent Company classify it financial
liabilitics either at FVPL or other financial lisbilitics,

Az at December 31, 2005 and 2004, the Group and the Parent Company do not have
any financial liabilitics classified as FVPL

Falr Value of Financlal Instrronenis

The fair value of financial asscts and liabilitics recorded in the consolidated and
separate statements of financial posinon that cannot be denved 10 an acnve market 15
determined by using valuation techniques. The Group and the Paremt Company use
its judgment to select a vancty of methods and make assumptions that arc mainly
based on market conditions existing at each reporting date.

The Group and the Parent Company classify non-denivative financial assets with
fixed or determinable payments and fixed matunty as HTM investments. This
classification requires significant judgment. In making the judgment, the Group and
the Parent Company evaluate its intention and ability to hold its investments in bonds
up to maturity. If the Group and the Parent Company fail to keep these investments
to maturity other than for specific circumstances, it will be required to reclassify the
whole class as AFS financial assets. The investments would therefore be measured at
fair value and not ar amortized cost.
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Financial Assets (hioted in an Active Market

The Group and the Parent Company classify financial assets by evaluating, among
others, whether a financial asset is quoted or not in an active market. Included in the
evaluation on whether a financial assct s quoted in an active market is the
determination of whether quoted prices are readily and regularly available, whether
ihe market from which the price quoics were oblmined can be considered decp
enough to qualify as an “active™ market, and whether those prices represent actual
and regularly occurming market tramsactions on an arms” length basis.

As at December 31, 2005 and 2014, the Group and Parent Company’s financial
azsets at FVPL and AFS financial assets are quoted in an active marker

Classification and Fair Value of Assets held-for-sale

The Group and the Paremt Company classify s acquired properties as assets
held-for-sale of the Group and the Parent Company expect that the propertics will be
recovered through sale rather than continuing usc. At initial recognition, the Group
and the Parent Company determine the fair value of acquired propertics through
internally and externally-gencrated apprasal. The appraised value is determined
bascd on the cument cconomic and market conditions as well as the physical
condition of the property.

Tmpairment of Financial Assers

The Group and the Paremt Company wreat AFS equity securities as impaired when
there has been a significant or prolonged decline in the fair value below its cost or
where other objective evidence of impairment exists, The determination of what is
“significant” or “prolonged” requires judgment. The Group and the Parent Company
ireat “significant” generally as 20% or more and “prolonged™ as greater than six (6)
months, In addition, the Group and the Paremt Company evaluate other factors,
including normal volatlity in share price for quoted equities and the future cash
flows and the discount factors for unquoted equitics. Impainment may be approprate
also when there is evidence of deterioration in the financial health of the investee, the
industry and sector performance, changes in technology and operational and
financing cash flows.

The Group and the Parent Company review its loans and reccivable at each reporting
date to assess whether an allowance for impairment loss should be recorded in profit
or loss. In particular, judgment by management is required in the estimation of the
amyount and timing of future cash flows when determining the level of allowance
required. Such estimates are based on assumptions about a number of factors and
actual results may differ, resulting in future changes to the allowance.

The level of this allowance is evaluated by management on the basis of factors that
affiect the collectability of the accounts, These factors include, but are not lumited o
age of balances, financial stams of counterparties. payment behavier and known
market factors. The Group and the Parent Company review the age and status of
receivables, and identifies accounts that are to be provided wath allowance on a
regular basis.

The amount and tming of recorded expenses for any penod would differ if the
Group and the Parent Company made different judgments or utilized differcmt
estimates. An increase v allowance for impaimment loss would increase recorded
expenses and decrease net income.,
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As at December 31, 2005 and 2004, AFS financial asscts, net of allowance for
impairment  loss amounted o P2, 16298 million and PI1938.3% million, and
P1.847.12 million and P1L354.96 million in the consolidated and separate statements
of financial position, respectively (see Note 6).

Az at December 31, 2005 and 2004, the HTM investments amounted o
P1562.07 million and, PI47801 mullion, and P1L49375 million and
Pl A1091 nullion in the consolidated and separate statements of financial position,
respectively (see Mot 7).

Az al December 31, 2005 and 20014, the loan receivables, met of allowance for
impaiment loss, amounted o PT6A17.59 million and P7266.79 million in both
consolidated and separate statements of financial position, respectively (sce Note ¥),

As at December 31, 2005 and 2004, premiums due and insurance reccivables, net of
allowance for impairment loss, amounted to P&0.08 million and P71.05 million, and
P2.63 million and PLII million, in the consolidated and separate statements of
financial position, respectively (see Note 9).

As at December 31, 2005 and 2004, other receivables, net of allowance for
impairmenl loss, amounted to PTLLES million and P71.17 million, and P67T.06 million
and P63.37 million, in the consolidated and separate statements of financial position,
respectively (see Nowe 10).

(i} Contimrencies
The Group and the Parent Company are currently involved in various legal
procecdings, The estimate of the probable costs for the resolution of these claims has
been developed in consultation with (in-house) legal counsels handling the Group
and the Parent Company’s defense in the matter and is based upon an analysis of
potential resulis.

Management and its legal counsels believe that the Group and the Parent Company
have substantial legal and factual bases for its position and, is of the opinion, that
losses arising from these legal actions, if any, will not have a material adverse impact
on the Group and the Parent Company™s financial posinon and results of operations,

Estimates

The key assumplions conceming the future and other key sources of estmation
uncertainty at the reporting date that have a significant risk of causing a material
adjustment to the carrving amounts of assets and labilities within the next financial
period are discussed below:

fi) The Ulimare Liakility Arising From Cloims made wnder frsvrance Contracis

The estimation of the ultimate hability ansing from claims made under insurance
contracts 15 the Group and the Parent Company's most critical accounting cstimate,
There are several sources of uncertainty that need o be considered in the cstimation
of the liability that the Group and the Parent Company will ultimately pay for such
claims. The major sources of uncertaintics are the frequency of claims due to
contingencies covered and the timing of benefit payments, Notes 19 and 20 to the
consolidated and scparate financial statements show the amount of csiimkics as at
December 31, 2015 and 2014
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(b Esiimate of Futnre Bengfit Paymenss and  Premivms  arising  from  Long-term

Iswrance Contracts
Estimates of future benefit payments depend on the expectations of future benefit
payments for contingencics covered, the major ones being death and endowment
benefits. The Group and the Parent Company base these estmates on mortality and
other contingency tables approved by the IC as well as future investment carnings
ratc of the asscts backing up these habilitics, subject to the maximum rate provided
under the Insurance Code.

ol Legal Policy Reserves

(1) Process Used to Decide on Assumptions

The Group and the Parent Company defermine its legal policy reserves in
accordance with the requircments of the Insurance Code, Estimates are made in
two stages., At inception of the contract, the Group and the Parent Company
determine  assumptions  in relation o0 monality, morbidity, persistency,
investment retums, and administrafive cxpenscs. Assumptions are also set in
rclation to inflation rates, tax, dividend scale and sales commission plus other
incentive. Certain profit targets are also sct at this stage. These assumptions are
used in calculanng habilitics during the life of the contracts. A margin for risk
and wncertainty 15 added to these assumptions. In order to minimize risk, the
Group and the Parent Company ensure that the assumptions wsed are best
cstimaies, taking into account current experience at cach reporting date (o
determine whether liabilities are adequate in the light of the latest current
estimates and taking into consideration the provision of PFRS 4.

The following presents the companson between statutory and PFRS assumptions
which vielded into an adequate level of legal policy reserves as at reporting date:

{a) Investment Yield - This amounts to 7% per annum, which is higher than the
statutory maximum of 6%, The Group and the Parent Company’s actual
expericnce for 2015 and 2004 is approximately 10% for both years,

(b) Momality - This is based on 1% of the 1971 Philippine Intercompany
Morality Table and the 1958/1980 Commissioner Standard Ordinary
Morality Table,

{c) Lapsation - There is no lapsation assumption in statutory valuation, The
Group and the Parent Company’s experience in 20015 and 2004 (based on
figures as af December 2005 and 20014} are as follow:

2015 2014
First year persistency 90 0%
Second vear persistency 95% Q5%
Third year persistency 95% U5%
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The assumptions used for long-term insurance contracts are as follow:
(a) Mornality

An appropriate base table of recopnized standard mortality table is

chosen depending on the type of contract and subject to the approval of
the IC.

(b} Persistency

In accordance with requirements of the Insurance Code, a 10%
persistency rate has been assumed for all policies which are in-force and
with no forfeiure option as of valuation date,

(i) LAT. Changes in Assumptions and Scnsitivity Analysis

Legal policy reserves are conservatively calculated in accordance with the
requirements of the IC. The LAT was performed using current best estimates on
interest, mortality, lapsation and expenses. The net present value of future cash
flows as at December 31, 2005 and 2014 computed under the requirements of
PFRS 4, amounted 1o P51539. 15 million and P4.E32.70 million, respectively.
Accordingly, the recorded statutory reserves as at December 31, 2015 and 2014
of PR 622.62 million and P7.914.72 million, respectively, are adequate using best
estimate assumpiions {see Note 19). Testing under different interest rate
scenarios and their impact on gross and net liabilitics, equity and profit before tax
are disclosed in Mote 19 to the consolidated and separate financial statements.

{11} Source of Uncertainty in the Estimation of Future Claim Payments

Although the Group and the Paremt Company have taken necessary steps 1o
mitigatc the uncertainty in the cstimation of fwture benefit payments and
premium receipts, it is still subject to the unpredictability of changes in mortality
levels. The Group and the Parent Company adopt the standard mortality table in
assessing future benefit payments and premium receipts as approved by the 1C
The hability under the insurance contracts includes provisions for IBWNE claims
and provisions for claims in the course of scttlement as of reporting dates. The
IBNR provision is based on historical experience and is subject to a degree of
uneertainty.

e} Fair Valwes of Financial Assets at FVPL and AFS Financial Asseis

The Group and the Parent Company carry certain financial assets at fair value,
which require extensive use of accounting cstimates and judgments. Fair value
determination for financial asscts i1s based generally on listed or quoted market
prices, If prices are not readily determinable or if liquidating the positions is
reascnably expected o affect marker prices, far value 15 based on either imternal
valuation models or management’s estimate of amounts that could be realized under
current market conditions, assuming an orderly liquidation over a reasonable period
of tume. While significant components of fair value measurement were determined
using verifiable objective cvidence (i, foreign cxchange rafcs, infcrest rafcs,
volatility rates), the amount of changes in fair valee of these financial assets would
affect profit and loss and equity.

As at December 31, 20015 and 20014, Onancial assets at FYPL amounted 1o
P34.1% million and P34.92 million, respectively, i the consolidarcd and scparate
statements of financial posinon,
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Kemsal Income
Rental income 15 recognized in profit or loss on a strajght-line basis over the term of the
lease.

Dividend Tncome
Dividend income 15 recogmized when the Group and the Parent Company’s right 1o
receive payment is established.

Crarinr ot Nale af AFY Firanclal Assers

Realized gains and losses include gains and losses on the sale of AFS financial asscts,
which are calculated as the difference between net sales proceeds and the net carrying
valuc. Recalized goins amd losscs are recogniecd im profit or loss when the sales
transaction occurred.

fncrease in Folr Falwe of fmeesiment Properiies

Increase in fair value of investment propertics pertains (o any gain or loss resulting from
change in the fair value and is immediately recognized in profit or loss in the year in
which they arise.

Expense Recogmition

Costs and expenses are recognized in profit or loss when a decrease in an assel or an
increase in fumre cconomic benefits related to a decrease in asset oF an increase in a
liabiliry has angen that can be measured reliably.

Emplovee Benefits

Retivement Bewefits

The Group and the Parent Company have a funded, non-contributory, defined benefit
retirement plan covering all qualified officers and employees.

The Group and the Parent Company’s net obligation in respect of the defined benefit
plans is calculated by cstimating the amount of the future benefit that employees have
carned in the current and prior periods, discounting that amount and deducting the fair
valuc of any plan asscts.

The calculation of defined benefit obligations is performed on a periodic basis by a
qualificd acmary using the projected unit eredit method. When the calculation resulis in a
potential asset for the Group and the Parent Company, the recognized asset is limited to
the present value of cconomic benefits available in the form of any future refunds from
the plan or reductions in future contnbutions to the plan, To calculate the present value of
cconomic benefits, consideration 15 given to any applicable minimum funding
FequIrements.

Remeasurements of the net defined benefit liabality/asset, which comprise actuanial gains
and losses, the return on plan assets (excluding interest) and the effect of the asset ceiling
(if any. excluding interest), are recognized immediately in OCL The Group and the
Parent Company determine the net interest expense/income on the net defined benefit
liabiliry/asset for the peniod by applying the discount rate used to measure the defined
benefit obligation at the beginning of the annual period to the then net defined benefit
liability/assct, taking into account any changes in the net defined liability/asset during the
penod as a result of contnbutions and benefit pavments. Net interest expense and other
cxpenses related to defined benefin plans arc recognized im profit or loss,
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When the benefits of a plan are changed or when a plan is curtailed, the resulting change
in benefit that relates to past service or the gain or loss on curtailment is recognized
immediately in profit or loss. The Group and the Parent Company recognize gains and
losses on the settlement of a defined benefit plan when the settlement occurs,

Bovees Plans

The Group and the Parent Company recognize a liability and an expense for bonuses and,
m the case of the Subsidiary, profit-sharng based on a formula that akes info
consideration the profit auributable w the Subsidiary’s sharcholders after cerain
adjustments. The Group and the Parent Company recognize a provision where it is
contractually obliged to pay the benefits, or where there is a past practice that has ereated
a constructive obligation.

Short-term Emplovee Benefiis

Shor-term emplovee benefils are expensed as the related service is provided. A liabiliry
1= recognized for the amount expected to be paid if the Group and the Parent Company
have a present legal or constructive obligation to pay this amount as a result of past
service provided by the emplovee and the obligation can be estimated reliably.

{her Long-term Employee Bencfies

The Group and Parent Company’s net obligation in respect of other long-term employee
benchits is the amount of future bencetin that emplovees have carned in return for their
service in the current and prior penods, That benefit 15 discounted to detenmine 1is
present value, Remeasurements are recognized in profit or loss in the penod in which
ihcy arise.

Termination Benefits

Termination bencfits are expensed at the carlier of when the Group and the Parent
Company can no longer withdraw the offer of those benefits and when the Group and the
Parent Company recognize costs for restructuring. IF benefits are not expected o be
settled wholly within twelve months from the end of the reporting penod, then they are
discounted.

Leascs
The determination of whether an armangement is, or contains a leasc is based on the

substance of the arrangement and requires an asscssment whether the fulfillment of the
arrangement is dependent on the use of a specific asset or asscts and the arangement
conveys a right to usc the asset. A rcassessment i1s made after inception of the leasc only
if ome of the followang applics:

a. there is a change in contractual terms, other than a renewal or extension of the
arrangement;

b. arenewal option is exercised or exiension granted, unless the term of the rencwal or
extension was imtally included in the lease term;

¢. there is a change in the determination of whether fulfillment is dependent on a
specified asset; or

d. there is a substantial change to the asset.

Where a reassessment 15 made, lease accounting shall commence or cease from the date
when the change in circumstances gave nise to the reassessment for scenanos (a), (c) or
id) above, and at the date of renewal or extension period for scenario (b).

Leases where the lessor docs not transfor substantially all the msks and bencfits of
ownership of the assets are classified as operating leases. Lease payments are recognized
on a straight-line basis over the lease term,
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Ceronep and the Parent Company as Lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the
asset are classificd as operating leases. Operating lease payments are recognized as Rent
cxpense under “General and administrative expenscs” account in profit or loss on a
straight-line basis over the lease term.

Crroup and the Farent Company as Lessor

Leases where the Group and the Parent Company do not transfer substantially all the
risks and benefits of ownership of the assets are classified as operatng leases. Initial
direct costs incurred in negotiating operating leases are added to the cammyving amount of
the leased asset and recognized over the lease term on the same basis as the rent income.
Contingent rent is recognized as revenue in the vear in which this is eamed. Operating
lease payments received by the Group and the Parent Company are recognized as income
under “Rental income”™ account in profit or loss on a straight-line basis over the lease
lerm.

Related Party Tra ions and Relationshi

Related party relationships exist when one (1) party has the ability to control, directly, or
indirectly through one or more intermedianies, the other panty or exercise significant
influecnce over the other party in making financial and operating decisions. Such
rclationship also exists between and'or among entities which are under common control
with the reporting cnierpnise, of between and'or among the enterprise and us key
management personncl, trustees, or 1ts members,

In considening cach possible related party relanonship, ancntion is direcited 1w the
substance of the relationship, and not merely the legal form,

Ingome Taxes
[neome tax on the profit or loss for the vear of the Subsidiary comprises current, final and

deferred taxes. Income (ax is recognized in statements of income,

{Cwrrent fneome Tax

Current income tax asseis and liabilines for the current and prior periods are measured at
the amount expected to be recovered from or paid to the tax authority. The tax rates and
tax laws used to compute this amount are those that are enacted or substantively enacted
as at the reporting date.

Fimal Tax

[nterest income from cash on hand and in banks and financial asseis, which is subject to
final withholding tax, is presented at gross amounts while taxes paid or withheld are
mcluded i “Income tax expense” account in profit or loss,

Deferved fncome Tax

Deferred tax is provided, using the balance sheet liability method, on all temporary
differences at the reporting date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes,
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Deferred tax assets are recognized for all deductible temporary differences to the extent
that it 15 probable that sufficient taxable income will be available against which the
deductible temporary differences and carryviorward of unused tax credits from minimum
corporate income tax (MCIT) and unused net operating loss carry-over (NOLCO) can be
utihzed. Deferred tax habilities are recogmized for all taxable temporary differences.
Deferred income tax, however, is not recognized on temporary differences that anse from
the imitial recognition of an asset or liability in a transaction that 15 not a business
combination and, at the tme of the ansaction, affects neather the accounting income nor
taxable income or loss.

The carrving amount of deferred (ax assets is reviewed at reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax assets to be utilized. Unrecognized deferred tax assets
arg reassessed al cach reporting date and are recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax assets to be recovered,

Deferred tax assets and liabilities are measured at the tax rates that are applicable to the
period when the asset is realized or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted as at the reporting date.

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

Current tax and deferred tax are recognized in consolidated statements of income except
10 the exient that it relates to a busingss combination or iems recognized directly in
equity or in OCI,

Prowizions

Provisions arc recognized when the Group and the Parent Company have a present
obligation (legal or constructive) as a result of a past event, it is probable that an outflow
of resources embodying economic benefits will be required w setle the obligation and a
rcliable estimate can be made of the amount of the obligation, Where the Group and the
Parent Company expect some or all of a prowvision to be reimbursed, for example under
an insurance contract, the reimbursement is recognized as a separate assel but only when
the reimbursement is vartually certain and the expense relating to any provision is
presented in profit or loss, net of any reimbursement. IF the effect of the ume value of
money is material, provisions are determined by discounting the expected fumre cash
flows at a pre-tax rate that reflects current market assessment of the time value of money
and where appropriate, the nsks specific to the hability. Where discounting 15 used, the
increase in the provision dug (o the passage of time is recognized as an interest cxpense
in profit or loss,

Confingencics

Contingent liabilitics arc not recognized in the consolidated and scparate financial
statements but are disclosed unless the possibility of an outflow of resources embodying
benefits is remaote, Contingent assets are not recognized in the consolidated and separate
financial statements but are disclosed when an inflow of economic benefits is probable.

Events After the Reporting Date

Any post year-end ¢vent that provides additional information about the Group and the
Parent Company’s consolidated and scparate statements of financial position at the
reporting date (adjusting event) is reflected in the conselidated and separate financial
statements, Any post year-cnd events that are not adjusting events, if any, are disclosed in
the consolidated and separate financial statements when material.
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4. Use of Judgments and Estimates

The following arc the critical judgments, key cstimates and assumptions that have a
significant sk of matenal adjustments o the carmying amounts of assets, habilities,
income, cxpenscs and disclosures of contingent assets and contingent liabilitics

Judgments
In the process of applying the Group and the Parent Company’s accounting policies,

management made the following judgments, apart from those involving estimations,
which have the most significant effect on the amounts recognized in the consolidated and
separate financial statements:

fa) Devtermining whether an Arrangement Containg a Lease
At inception of an amangement, the Group and Parent Company determines whether
the arrangement is or contains a leass.

Al inception or on reassessment of an armangement that contains a lease, the Group
and the Parent Company separates payments and other consideration required by the
arrangement into those for the lease and those for other clements on the basis of their
relative fair values. If the Group and the Parent Company concludes for a finance
lease that it 15 impracticable to separate the payments reliably, then an asset and a
liability are recognized at an amount equal o the fair value of the underlving asset;
subscquently, the liability is reduced as payments are made and an imputed finance
cost on the liability 18 recogmized using the Group and the Parent Company’s
ingremenial borrowing rafe.

B Determining Leave Classiffcation
Crroneg e the Paveny Compieny as Lessovris)
The Group and the Parent Company have entered into various lease agreements on ils
imvestment propertics which it considers as operating lease.

The Group and the Parent Company have determined, based on the evaluation of the
terms and conditions of the lease agreements, that all the significant risks and
rewards of ownership of these investment propertics are retained by the Group and
the Parent Company. The contracts of lease are considered as operating leases by the
Group and the Parent Company singe these do not transfer substantially all the risks
and rewards incidental to ownership,

Crroup and the Parent Company as Lessees
The Group and the Parent Company lease the premises of its regional offices with
varous matunnes that are renewable under certain terms and conditions,

The Group and the Parent Company have determined, based on the evaluation of the
terms and conditions of the lease agreements, that all of the significant risks and
rewards of ownership of these regional offices are retained by the Lessor(s).

The contracts of lease are considered as operating leases by the Group and the Parent
Company since these do not transfer substantially all the risks and rewards incidental
to ownership.
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Devermining whether the Group and Pavent Company is Acting as Principal or an
Apent.

The Group and the Parent Company a5555¢5 i05 revenue arrangements against the
following critena to determine whether it is acting as a principal or an agent:

+ whether the Group and the Parent Company has primary responsibility or
providing the services;

» whether the Group and the Parent Company has discretion in establishing prices;
and

& whether the Group and the Parent Company bears the credit nisk,

The Group and the Parent Company has determined it 15 acting as principal in its
Fevenue arrangements.

Classification of Financial Instrimments

The Group and the Parcnt Company cxercise judgment in classifving a financial
instrument, or its component parts, on imitial recopmiiion as a financial asset, financial
liability or an equity instrument in accordance with the substance of the contraciual
arrangement and the definitions of a financial asset or liability. The substance of a
financial instrument, rather than its legal form, govems its classification in the
statements of financial position. In addition, the Group and the Parent Company
classifics asscts by ovaluating among others, whether the assct 15 quoted of nof in an
active market. Included in the evaluation on whether a financial asset is quoted in an
active market is the determination on whether the quoted prices are readily and
regularly available and whether those prices represent actual and regularly occurring
market transactions on an arm’'s length basis.

The Group and the Parent Company classify its financial assets into the following
categorics: financial assets at FVYPL, AFS financial assets, HTM investments and
loans and reccivables. The Group and the Paremt Company classify s financial
liabilitics cither at FVPL or other financial liabilities.

As at December 31, 2015 and 2014, the Group and the Parent Comipany do not have
any financial labilines classified as FVPL

Fair Value of Financtal Insirronenis

The fair value of financial assets and habilitics recorded in the consolidated and
separate statements of financial position that cannot be derived in an active market 15
determined by using valuation techniques. The Group and the Parent Company use
its judgment to sclect a varicty of methods and make assumptions that arc mainly
based on market conditions existing at cach reporting date,

The Group and the Parent Company classify non-derivative financial assets with
fixed or detcrminable payments and fixed matwnty a5 HTM investments. This
classification requires significant judgment. In making the judegment, the Group and
the Parent Company cvaluate its intention and ability to hold its investments in bonds
up tor maturity. If the Group and the Parent Company fal 1o keep these invesimenis
1o maturily other than for specific circumstances, it will be required o reclassify the
whole class as AFS financial assets. The investments would therefore be measured at
fair value and not an amortized cost,
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Financial Assets Chioted in an Active Marker

The Group and the Parent Company classify financial assets by evaluanng, among
others, whether a financial asset is quoted or not in an active market. Included in the
evaluation on whether a financial asset is quoted in an active market is the
determinanon of whether quoted prices are readily and regularly available, whether
ihe market from which the price queles were oblmined can be considered deep
enough to qualify as an “active” market, and whether those prices represent actual
and regularly eccurming market transactions on an arms” length basis,

As at December 31, 2005 and 2014, the Group and Parent Company's financial
azsets at FVPL and AFS financial assets are quoted in an active market.

Classification and Fair Valie of Assets held-for-sale

The Group and the Parent Company classify s acquired propertics as assels
held-for-sale if the Group and the Parent Company expect that the propertics will be
recovered through sale rather than continuing use, At initial recognition, the Group
and the Parent Company determune the far value of acquired properties through
mternally and cxtemally-generaicd apprasal. The apprassed wvalue 15 determined
based on the cument economic and market conditions as well as the physical
condition of the property.

fmpairment af Financial Assets

The Group and the Paremt Company treat AFS equity secunties as impaired when
there has been a significant or prolonged decling in the fair value below its cost or
where other objective evidence of impairment exists, The determination of what is
“significant” or “prolonged” requires judgment. The Group and the Parent Company
ireal “significant” gencrally as 20% or more and “prolonged”™ as greater tham six (6]
months, In addition, the Group and the Paremt Company evaluate other factors,
including normal volatiliny in share price for quoted equities and the Tuture cash
flows and the discount factors for unquoted cquitics. Impairment may be appropriate
also when there is evidence of dewerioration in the financial health of the investee, the
industry and sector performance, changes in technology and operational and
financing cash flows.

The Group and the Parent Company review its loans and receivable at each reporting
date to assess whether an allowance for imparment loss should be recorded in profic
or loss. In particular, judgment by management is required in the estimation of the
amyount and timing of future cash flows when determining the level of allowance
required. Such cstimates are based on assumptions about a number of factors and
actual results may differ, resulting in future changes to the allowance.

The level of this allowance is evaluated by management on the basis of factors that
affect the collectability of the accounts, These factors include, but are not limited o
age of balances, financial stams of counterpartics, payment behavior and known
market factors. The Group and the Parent Company review the age and siams of
receivables, and wdentifies accounts that are o be provided with allowance on a
regular basis.

The amount and tming of recorded expenses for any penod would differ if the
Group and the Parent Company made different judgments or utilized different
estimates. An increase in allowance for impairment loss would increase recorded
expenses and decrease net income,
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As at December 31, 2005 and 2004, AFS financial assets, net of allowance for
impairment loss amounted w P2 16998 million and FI1L9383%5 million, and
P1.847.12 million and P1,554.96 million in the consolidated and separate statements
of financial position, respectively (see Note 6).

Az ot December 31, 2005 and 2004, the HTM investments amounted o
P1,562.07 mllion and, P1 47801 million, and P1,49375 million and
PL 41021 million in the consolidated and separate statements of financial position,
respectively (see Mot 7).

As at December 31, 2015 and 2014, the loan recervables, net of allowance for
impairment loss, amounted to PTA17.59 million and P7.266.79 million in both
consolidated and scparate statements of financial position, respectively (see Note §),

As at December 31, 2005 and 2014, premiums duce and insurance reccivables, nel of
allowance for impairment loss, amounted to P60.08 million and P71.05 million, and
P263 million and FIL.11 million, in the consohidmed and separate statements of
fimancial position, respectively (sce Note %),

As at December 31, 2005 and 2004, other receivables, net of allowance for
impairment loss, amaunted o PT1ES million and P71.17 million, and Pa7T.06 million
and P33T million, in the consolidated and separate statements of financial position,
respectively (see Mote 10).

(i} Contingencies
The Group and the Parent Company are cumently involved in various legal
proceedings. The estimate of the probable costs for the resolution of these claims has
been developed in consultation with (in-house) legal counsels handling the Group
and the Parent Company’s defense in the matter and 15 based upon an analysis of
potential resulis,

Management and its legal counscls belicve that the Group and the Parent Company
have substantial legal and factual bascs for us position and, 15 of the opinion, that
losses arising from these legal actions, if any, will not have a material adverse impact
on the Group and the Parent Company”s financial position and results of operations,

Estimates

The key assumptions concemning the future and other key sources of estimation
uncertainty at the repoming datc that have a significant risk of causing a matcrial
adjustment to the carrving amounts of assets and liabilities within the next financial
period are discussed below:

fa) The Uitimare Liohility Arising From Claims made under fnsurance Contracts

The estimation of the ultimate lhability ansing from claims made under insurance
coniracts is the Group and the Parent Company’s most eritical accounting estimate.
There are several sources of uncertainty that need to be considered in the estimation
of the Labiliy that the Group and the Parent Company will ulimately pay for such
¢laims. The major sources of uncertaintics are the frequency of claims due to
contingencies covered and the timing of benefit payments. Motes 19 and 20 to the
consolidated and separate financial statements show the amount of estimates as at
December 31, 2015 and 2014,
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b Esiimate of Fure Renefit Payments and Premivms arising from  Long-term

Inswrance Corfracts
Estimates of fulure benefil payments depend on the expectations of fulure benefit
pavments for contingencics covered, the major ones being death and endowment
benefits. The Group and the Parent Company base these estimates on mortality and
other contingency tables approved by the IC as well as future investment earnings
rate of the assets backing up these habilities, subject to the maximum rate provided
under the Insurance Code.

fc) Legal Policy Reserves

(1) Process Used o Decide on Assumplions

The Group and the Paremt Company determine its legal policy reserves in
accordance with the requirements of the Insurance Code. Estimates are made in
two stages, At inception of the contract, the Group and the Parent Company
determine  assumptions o relaton 1w monality, morbidity,  persisiency,
imvestment retumns, and administrative cxpenscs. Assumpiions arc also scb i
relation to inflation rates, tax, dividend scale and sales commission plus other
incentive. Certain profit targets are also set at this stage. These assumptions are
used in calculatng Labilities during the life of the contracts. A margin for risk
and uncertainty 15 added o these assumptions. In order to minimize nsk, the
Group and the Paremt Company ensure that the assumptions wsed are best
estimates, aking into account current experience al each reporting date (o
determunge whether liabilities are adequate in the light of the latest current
estimates and taking into consideration the provision of PFRS 4.

The following presents the comparison between statutory and PFRS assumptions
which vielded into an adequate level of legal policy reserves as at reporting date:

{a) Investment Yield - This amounts to 7% per annum, which is higher than the
statutory maximum of 6%, The Group and the Parent Company's actual
experience for 2015 and 2014 is approximately 10 for both vears.

(b} Mortality - This is based on W% of the 1971 Philippine Intercompany
Monality Table and the 19581980 Commissioner Standard Ordinary
Monality Table,

(ch Lapsation - There s no lapsation assumption in statutory valuaton, The
Group and the Parent Company’s experience in 20015 and 2014 (based on
figures as at December 200 5 and 2004) are as follow:

2015 2014
First vear persisiency 0% Q0%
Second vear persistency 95%% Q5%
Third year persistency 95% O5%
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The assumptions used for long-term insurance contracts are as follow:
(a) Mornality

An appropriate base table of recopnired standard mortality table is
chosen depending on the type of contract and subject to the approval of
the IC.

(b} Persistency

In accordance with requirements of the Insurance Code, a 104
persistency rate has been assumed for all policies which are in-foree and
with no forfeiure option as of valuation date,

(i) LAT, Changes in Assumptions and Sensitivity Analysis

Legal policy reserves are conservatively calculated in accordance with the
requirements of the IC. The LAT was performed using current best stimates on
interest, mortality, lapsation and expenses. The net present value of future cash
flowws as at December 31, 2015 and 2014 computed under the requirements of
PFRS 4, amounted 1o P5,159 015 million and P4,252.70 million, respectively.
Accordingly, the recorded statutory reserves as at December 31, 2005 and 2004
of PE 622 62 million and P7.914.72 million, respectively, are adequate using best
eslimate assumplions {(see MNote 19). Testing under different interest rate
seenarios and their impact on gross and net babilitees, eqguity and profit before tax
are diselosed in Mote 19 to the consolidated and separate financial statements,

(i) Source of Uncertainty in the Estimation of Future Claim Payments

Although the Group and the Paremt Company have taken necessary steps to
mitigate the uncertainty in the cstimation of future benefit payments and
premium receipts, it is still subject to the unpredictability of changes in mortality
levels. The Group and the Parent Company adopt the standard mortality table in
assessing future benefit payments and premium reccipts as approved by the IC
The liability under the insurance contracts includes provisions for IBNR claims
amd provisions for claims i the course of sctilement as of reporting dates. The
IBNR provision is based on historical experience and 15 subject to a degree of
l.IFIIL'L"I'L'.Ill'Il}'-

i) Fair Valwes of Financial Assets at FVPL and AFS Financial Assets

The Group and the Parent Company ecarry certain financial assets at fair value,
which require extensive use of accounting estimates and judgmenis. Fair value
determination for financial asscts 15 based gemerally on listed or quoted market
prices, If prices are not readily determinable or if liquidating the positions is
reasonably expected to affect market prices, fair value 15 based on either intemal
valuation models or management’s estimate of amounts that could be realized under
current market conditions, assuming an orderly liquidation over a recasonable period
of time. While significant components of fairr value measurement were determined
using verifiable objective evidence (1., forcign cxchange rates, interest rates,
volatility rates), the amount of changes in fair valuc of these financial asscts would
affect profit and loss and equity.

As at December 31, 2005 and 20014, fnancial assets at FVPL amounted to

P34.19 million and P34.92 million, respectively, i the conselidated and separate
statements of financial position.
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As at December 31, 2005 and 2004, AFS financial assets amounted to
P216998 million and P193835 million, and PI1.247.12 million and
P1.554.90 million, in the consolidated and separate financial statements, respectively
isec Note 6).

Esrimaring Failr Value of Invesiment Properties

The Group and the Parent Company use the fair value model under which any gain or
loss arsing from change in fair value of investment properties are recognized in
profit or loss for the period in which i anses. The fair value of investment properiics
arc based on property appraisal reports determined by external appraisers on the basis
of Sales Companson Approach.

Consolidated Separate
Nore 2015 204 2015 2014
Foir vidus I PLAT R0 PIIZ2TTRO5G60  PLSISAOTAM 206G 008 05
Inerease i Fair valee
claring the year I AG30E4 311 TR, 149 L6341

fmpairment of Non-financial Assels

The Group and the Parent Company assess impainment on assets whenever events or
changes in circumstances indicate that the carmving amount of an asset may not be
recoverable, The factors that the Group and the Parent Company consider important
which could trigger an impairment review inglude the following:

= gignificant underperformance relative 1o expected historical or projected future
operating results;

= significant changes in the manner of use of the acquired asscts or the strategy for
overall business; and

= sigmificant negative industry of cconomic trends.

The Group and the Parent Company recognize an impairment loss whenever the
carrving amount of an assct exceeds s recoverable amount. The recoverable amount
is the higher of an assct’s net selling price and value in use. The net selling price is
the amount obtainable from the sale of an asset in an arm’s-length ransaction while
value in use 15 the present value of estimated future cash flows expecied 1o arise from
the continuing use of an asset and from its disposal at the end of its useful life
Recoverable amounts are estimated for individual assets or investments or, if it 18 not
possible, for the CGLU o which the asset belongs.

In determining the present value of estimated future cash flows expected to be
generated from the continued use of the assets or holding of an investment, the Group
and the Parent Company are required to make estimates and assumptions that can
materially affect the consolidated and separate financial statements.
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The following are the camrying amounts of the non-financial assets as at
December 31

0w li s e Separate
Nare R ES 2004 RLTES 2004
Investment properties. [F PLATE9.246 PLIZFT9500  PLSIRA97.890 PGSR 205
Assets held-for-sale 1Y bae217208 Xrawnls i, 917 208 e el T T
Invesdmend 1na

siphsichiry and

aascsales - el a3 192775950 14426158 R e 158, 268, T
Froperiy arxd
equipment - nel Id Mo G10.9T0 30X 22 4R 40,002,042 271,777,511

P3202,685374  PLOSGEIS0ET PALILAGRIN4S  PLTTO400457

(g} Extimaved Usgfid Lives of Property and Equipnrent
The Group and the Parent Company review annually the cstimated useful lives of
property and equipment based on the period over which the assets are expected to be
available for use. 1t is possible that future resulis of operations could be matcmally
affected by changes in these cstimates. A reduction in the estimated useful lives of
property and equpment would increase recorded depreciation and amortizaton
expense and decrease the related assel accounts.

As at December 31, 2005 and 2014, property and cqguipment amounted to
P3sE.A] million and P302.22 million, and P330000 million and P271.78 million, in
the consolidated and separate financial statements, respectively (see Note 14).

it} Penston and Other Emplayee Benefits
The determination of the obligation and retirement benefit expense is dependent on
the sclection of certain assumptions used by the actuary in calculating such amounts.
Those assumptions include, among others, discount rates and salary increase rates.

As al December 31, 2005 and 2014, the Group and the Parent Company s retirement
liability - net amounted to P71.4% million and P32.00 mdllion, and P65.29 million
and P31.46 million, respectively. In 2015 and 2014, the retirement benefit expense of
the Group and the Parent Company amounted to P17.22 million and P200E7 million,
and P15.08 million and P16.85 million, respectively. As at December 31, 2015 and
2014, cumulative actuanal loss of the Group amounted to P27.66 million and
P6.45 million, while cumulative actuanial gain and loss for the Parent Company
amounted to P17.33 million and P1.43 million, respectively (see Mote 2E).

(it Realizability of Deferved Tax Asses

Deferred tax asscts are recognized by the Subsidiary for all temporary future tax
benefits to the extent that it is probable that taxable profit will be available against
which the losses can be utilized. Significanmt management judgment is required o
determine the amount of deferred tax asscts that can be recognized. These assets arc
periodically reviewed to determine the amount of deferred tax asscts that can be
recognized. Periodic reviews cover the nature and amount of deferred incomse and
expense items, expected timing when assets will be used or liabilities will be required
to be reported, reliability of historical profitability of businesses expected to provide
future camings and tax planning strategies which ¢an be unlized to increase the
likelihood that deferred tax assets will be realized.

As at December 31, 2005 and 2004, deferred tax assets - met, amounted to
P23.40 million and P200E6 million, respectively (see Nole 29).
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5. Cash and Cash Equivalents

As at December 31, this account consists of:

Comsalilated Separate
201S 014 RN 2014
Cash o hard amd m banks P219 559 853 PFART A0 N PIE2. T2 IKE P24 506, 6K
Cash equivalents 1,525, 930,060 14, W), WD 1525, 930,060 .24, C0HD H0H)

PLT45A4ATOI1Y  PLISOAZ0000  PLTIS.64Z.548 FIL1T3, 500548

Cash in banks consist of peso and forcign currency denominated savings and current
accounts and carn interest at respective bank deposit rates. Cash equivalents are made for
varying periods of up to three (3) months depending on the immediate cash requirements
of the Group and the Paremt Company and carn interest from 0.25% o 5.00% in 2001 5 and
2004,

Interest income in cash in banks and short=term placements earmed by the Group and the
Parent Company amounted to P23.68 mullion and P14.05 million, and P23.4% million and
P13.65 million, in 20015 and 2014, respectively, (see Note 25).

&, Avmlable-for-sale Financial Assels

As at December 31, this account consists of

Consolidancd Separate
FLI B 24 % 2014
oL
Craoted im stock exchange PS4 083 198 PLASYMGES0S  PLTOOTS0300 10 403,7T12 347
Mot qusoted i sbock exchange  12431,TH3 12431 783 EXTRTC] ENLCITLT]
215514951 1,505 500 578 1,793,750 3 1496, 712 547
Fair value movernmsent:
Crsoted im stoek exchange (17.273412) A2 108 908 53 374,502 %2450, 157
Mol quated i stock exchange - - - N
(17273 412) 32, 108,965 83374502 AR 15T
2 1TH 241 569 1,947 60 343 1,E4T7, 124 8592 1,554,902 504
Allowance for mpamrment loss (9,261, 795) {9 263, 793y - =

FLIG2STT, TG PLOEIGA50  PLETIZ4A02 PN, MG2.504

The Group and the Parent Company’s AFS financial statements are composed of
investment management agrecments, bond fund, cquity fund, balanced fund, unit
imvestment trust fund and equity securitics.

Dividend income camed by the Group and the Parent Company from these investments
amounted 1o P17.74 million and P4.76 million, and PLLES million and P2.27 million i
20015 and 2014, respoctively.

Realized pain on sale of AFS financial assets recognized by the Subsidiary in profit or
loss amaoynied 1o PR.33 million and PE 63 mallion i 20015 and 2kld,
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Unrealized gain (loss) recogmized by the Group and the Paremt Company in OCI
pertaining to the revaluation of AFS financial assets are as follow:

%, Loan Recervables - nei

As at December 31, this account consists of:

Comsa lidatad Separate
EE 2014 E 2014 3015 2014
Balance af begimmng of year  PE3,357 333 (P29,704,697)  PER2%0,156 (P20.844, 7 16) 0,444 2 OR2 497 3¢
Net changc in fair value of g’?ﬁm‘?mn loans Fﬁ;n.m,;ﬂ F'zi;ﬂ'ﬁm]wﬂ
AFS financial asscts. (TOSS64200  T3337953 (4875654 79,134,372 e ey ; s rey 748
Met change m for value of Ca ijﬂ'lll:r'. nans 197,435,744 32,254,74;
AFS finasicial nssels Basic p_rnllr::.' Il:ua_n:. 57.301,982 57,300, 74
ransferred to profilor loss 15,775 9623977 - - Educational assistance loans 39,226,7M 34,089,376
- . - Mokbo le loans 137,563 425 &0
Balance at end of year (PIT273412)  P3325T233  PR3AT.S02 48,250,156 T ’
S Real estate mongage loans 1,072,505, 3940 1.03T,3090,1 26
) i Real estate housing loans 492 812,285 ARG 209 12K
As at December 31, 20015 amd 2004, allowance for impairment loss amounted o Real estale conirac 0636, 257 K. T59 94
P9 26 million. There were no additional provisions nor write-offs in 2015 and 2014. 7,747,321,529 = 204610, 10
Allowance for impairment loss (169,727 826) (137 216432
P7.617.593,703 P7. 206,793 6TH

7. Held-to-maturity Investments

Loan receivables bear anmual interest rates ranging from 60005 to 10.00% in 2015 and
2014, except for rcal cstate mortgage and housing loans which bear annueal rates ranging
from 7.50% to 12.00%.

Az ar December 31, this account conzists of:

Comvolilated Separate
1S 2014 1S 2014 . . -
Govemment sccuritics PA4BIZ4020 POIIISONGA  PISOLOOS00 PG, 158057 Interest income camed from loan receivables amounted 1o PE2Z2ZE1 million and
Corporate bonds 1,113,750, 600 844,750,000 103,780,600 244, 750,000 PT92.50 million in 20035 and 2014, respectively (see Note 25),

F1.56E 074010 P 1LATH 009, B0 FLA93 750,800 1 A10908 057

Below is a reconciliation of the changes in allowance for impairment loss in the

HTM investments carry interest rates ranging from 3.75% to 7.38% in 2015 and from consolidated and separate stakemeats of financial position:

3.53% o 6.44% in 2014, Interest income camed by the Group and the Parent Company

5
amounted to P77.77 million and P68.16 million, and P74.01 million and P63.70 million - Nate 2015 2014
in 2015 and 2014, respectively (sec Note 23), Balamce ot beginming of vear P137.816432  PI21.394.773
Provisions for the vear 2n 30824.753 21,732 945
Maturitics of the above invesiments arc as follow: Recoveries for the year - (734,909)
Write-offs for the year (7,913,359 (4,576,377}
Consalidaicd Separnic Balanee at end of vear P169,727.826 P137.816432
2015 2014 015 2014

Sleort-term (up to onc yeary 200,000,000 243, 2559 Bod P 150, DR R FI96, 158057
Mediane-term {maore than

As at December 31, allowance for impairment loss may be analvzed as follows:

onE year up o five vears) 46,074,020 (R, TS D) BO7 TR0 MY SOR.TE C{M)
Lomg-term {hevomd five 2015 2014
]’I?dlh] 1'5-..'”‘.“ ﬁzﬁ.‘w ‘.‘mm []] E.M.EHHJ SFI'ECI'FIE Flﬁlﬂﬂﬂ,?.i] P-I I I ng I...'I:;.TI
P1.562.07T4,020  P1A7H (0 554 F1.4%93, 750,000 P14 10508057 {‘ulh:-ctix'c J-T..-Hg.ﬂ'gﬁ 75 Kivd A6

Balance at end of year P169,727.826 P137 816432

As at December 31, 20015 and 20014, HTM investments include investments in
government bonds amounting to P128.30 million and P127.10 million, respectively, that
arc designated as restricted investments and maintained with the Burcau of Treasury in
compliance with the provisions of the Insurance Code as security for the bencfit of the
policyhalders and creditors of the Group.

The table below shows the breakdown of loan reccivables as 1o secured and unsecured
and the breakdown of secured loans as to type of sccunity as at December 31:

015 %o 2014 Yo

Secured loans
Real estate P1,571,953,927 20,19 P1,535350215 20,74
Cash surrender value 2,748,122.717 3520 2 5RO OK3 7R3 31498
4320076644  S548 4125342978 5571
Unsecured loans 3,467 244,885 44.52 3279 267132 4429

P7,787321,529 100,00 PT 4610100 10000
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The uncamed interest/deferred credits relating to the loans are as follow:

ms 2004
Policy loans P150.436,51%  P239 00l 804
Feal estate housing loans 181,527,568 182,533 968
Real estate contract 3,309,357 1,996,250

P4355T3,244 P423.692,022

Uncamed interest on policy loans pertains to the interest deducted from the procceds
granted to the members and amortized over the term of the loan.

Deferred credits relating to real cstate loans pertain to the difference between the
principal amount of the loans granted and its cost which i1s amortized over the term of the
loan.,

In 20005, the Parent Company reclassified deferred credis relating to the real estate loans
in 2004 amounting to PI84.53 million to “Other liabilines™ in its consolidated and
scparate financial statements (o conform with the presentation in 20135, Accordingly, total
“Loan receivables - net” amounted to F7,266.79 million from previously reponed
halance of P7,082.26 million in its consolidated and separate financial statements.

10, Other recevables - met

As at December 31, this account consists of:

Consalidated Separale
s 2014 s 2014
Accmued imlerest recevable P30, 033 500 P37 364 (0 FATR07, 104 PES (] 200
Advances o offeers and
cmplirocs 19957 974 22 K12 4586 12 469 217 22 A53 3RS
Accrued rental income 1,881,579 1,581,570 1,581,879 1,581 579
Recewvahle from Muln-venmres
Caputad Muanasgensemi
Corpomtion (MO0 1,632 427 1652427 1632 427 1632437
Adsvanees 16 agenls 4 BRT 4TE 5,070 0¥ a41 414 KA ORS
CHleers IR 04492 8, T4 T3 [EFLAT a625 334
TH, ST K40 T8, X325 158 TOOET 01E 67,265 )
Allowance for mmpaimmsnl loss (THED D06 (7050, | D4ip (3900, T51) (5L T3)

PT1ES1,TH P70.174.252 PaT0%0 204 63565259

%, Premivms Doe and Insurance Receivables - net

A at December 31, this account consists of:

Consolidated Separaie
2in 5 2004 s 2014
Preminms receivable from
poeylolders, agents, and
hrokers P47 500 599 P17,241 015 F = |
Remsumnee recovershle on
llrljlmd liwnsoc= 13,659 014 4, TST 350 -
Bemsummce recoverahle on
pand Jomses 1063 040 3 BS54 800 - -
e from Ltd'i.u.:g |.'l.1|qlar|'r|::~ 2 09T &I 1,945 517 - -
Premiums receivishle from
Mﬁ 2A43LEIT 1. 106,874 24631 837 1106874
6T 41E T8, 360 2631 83T 110G 574
Allowanece fior mnpaiment loss 17,058 514) (7 RS 514) = -
Pl H3 Pl PTLMT 052 PI631.837 P1.106.574

[n 2005 and 2014, the Subsidiary recognized provision for impairment loss on insurance
receivables amounting to nil and P1.26 million, respectively (see Mote 26).

A reconciliation of changes in reinsurance recoverable on paid and unpaid losscs 15 as
follows:

M5 2004
Balance at beginning of year P58.612.160 P32 uT] 484
Reinsurer’s share in paid losses duning the year - 1,290 068
Reinsurer’s share in unpaid losses during the vear - 23,740, T8
Recovenies from reinsurers during the vear (43.890,106) -
Balamce ar end of vear P14,722,054 P3E.612, 160
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Accrued interest receivable represemts interest accrued from short and  long-term
investments, HTM investments and interest collectible on unpaid amortization of loan
receivables,

Advances to officers and employees consists of loans granted to employees which bear
annual interest ranging from 8.00% o 12.00% and collecuble through salary deduction
ovier a maximum of five (5) yvears.

Receivable from MOC represents matured investments which have not vet been paid o
the Group and the Parent Company by the said investment house, A 1% allowance for
impairment has already been provided by the Group and the Parent Company on this
receivable,

Other receivables comsist of non-trade receivable, fire insurance reccivable and
receivable from branches such as remittances of loans and premiums from different
exiension offices.

As at December 31, 2005 and 20014, no addinenal provision for impairment lass in other
receivables was recognized. However, the Group and the Parent Company recognized
recoverics on impairment loss amounting 0 nil and P77 million, and nil and
PO 46 mllion, in 2005 and 2004, respectively.

The deferred credits relating 1o the other receivables amounted to P1.OD million as at
December 31, 2015 and 2014,

In 2015, the Parent Company reclassified deferred credits relating to the other receivables
in 2014 amounting to P1.O0O million to “Other liabilities™ in its consolidated and separate
financial statements o conform with the preseniation in 2015, Accordingly, total
“Chher receivables - net” amounted to P71.17 million and P63.37 million from
previously reported balance of PTOUT million and P&2_37 millien in its consolidated and
separate financial statements, respectively,
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11. Investment Properties

As at December 31, the movements of the account are as follow:

There is no cumulative income or expense charged in OCI relating to the assets
held-for-sale. However, both the Group and the Parent Company recognized gain on sale
of asseis held-for-sale amounting to P24.21 million and P27.94 million in 2005 and 2014,

respoctively.

Consolidated Separabe
Mare s 204 s 2014

E'nrr].inﬂ_ wahee i

beginming of the vear P27, 739561 172054, 134.093% PLIAGYIRINS P2 123 574 505
Additions durng the year 3T IR 1ET Gl LT R 1ET. GO
Icrease i fasr value 403, B84, 311 261,140 463,064,311 -
Reclasalication I2 [EIR AR (25,07 ] SHMKy (A1H51. 9410 {28 B DU )
IMsposals |luri||E Lhe vcar (14T 000Ny (621 303 . "
Carrsung valee al

end of the vear FI547, 849 240 PFEI2T.730561 PLEIR49TRH  P2000. 918 205

[nvestment propertics comprise of properties held for long-term rental vields and capital
appreciation,

The Group and the Parent Company obtained an independent appraiser for the valuation
of the investment propertics. The fair values of the invesiment propertics have been
derived using Sales Companson Approach. In this approach, market valucs of real
propertics were arrived on the basis of recent sales of similar propertics in the same arcas
where the investment propertics are located taking into account the cconomic conditions
prevailing at the time the valuations were made. These have been categonzed as Level 2
fair value based on the inputs 1o the valuation wchnigque described above.

The Parent Company and the Subsidiary’s latest appraisal reports were  dated
December 31, 20015 and December 31, 2004, respectively.

Rental income carned from invesiment properties recognized in the consolidated and
separate profit or loss amounted to P47.87 million and P29.01 million, and
P46.57 million and P27.74 million, in 2015 and 2014, respectively (Note 34).

Direct operating expenses incurmed on investment properties in the consolidated and
scparate financial statements amounted to P69 million and P10.14 million, and
P9.59 million and P 1024 million, in 20015 and 2004, respectively. These expenses were
included under “General and administrative™ account in the consolidated and separate
statements of income,

13, Investments in a Subsidiary and Associates - nct

As at December 31, the details of the account are as follow:

4 e lalaral
Ao Lanind
Frromalsgr ol Impairmrel snd
LELE TRV T ] LT T | Slisier i Mo i Carrvieg L e sl
Hilk Mild Hil & il p 11 Mild R il
Agruima kb Thomin
Fnterpnes e
{ATED e ik P 7T, B, nlel Pt A On (PET R M) o T S )
Crepommes] s ug
L T 178 1780 20, 6 0 (R (W {723, EA (% STLELY) ETT A 30 15K
PETSS0 0 PET AW GO0 (PeA 2T 0EE (17107 EED) 9177 ase LA | AR
Foroeml =g ol Mepomerelsiod
iiw i
iR 2014 mIE T MR mil_IE R
AP s O TRl PITRMESTMH P . P - PITRBEE RE TR 244,700
ATE] il HIN &0 Sadae0 A7 500 {u [P R R LR e .
(=i ITES 1700 TS0 4 A LA - . T O

FHETE T PNAMAT  eTEDLSME  (POTAMN0N  PIRELGE RN G %ad o0

12, Assets Held-Tor-sale

As atl December 31, this account consists of*

2015 2014
Real estate housing project P23T153321 PIT4.232.745
Foreclosed propertics 19,763 887 38,206,270

P166,917,208 P212.439015

In 20015 and 20014, the Group and the Parent Company reclassified its investment
properties with carrying value of P41.85 million and P2E.67 million, and P41.85 million
and P2E.64 million, respectively, to assets held-for-zale.
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The Parent Company made an additional investment (o the Subsidiary amounting to nil
and PI73.14 million in 2015 and 2004, respectively, with no issuance of additonal
shares,

The Parent Company's book value of invesiment in a Subsidiary is in excess of the
recorded carrying amount of the said investment by P4.09 million and P4.50 million in
2005 and 2014, respectively. The excess pertains to the unamortized gain on sale of a
building by the Parent Company (o the Subsidiary in 1996, This gain is being amortized
over the estimated useful life of the building of 30 years. The income of the Subsidiary in
2005 and 20014 consolidated statements of income includes amonizaton on unrealized
gain of PO.41 million for bsb vears.

No impairment loss was recognized on the Parent Company’s investments in ATE] and
CFC in 2015 and 2014,

Share in net income of Associates recognized in the consolidated statements of income
amounied to PAES million and P1.535 million, in 2005 and 2004, respectively.

The summary of the financial information regarding the Associates 1s as follows:

ATEI® CFC*
205 2014 2015 2014
Tonal asscis PIOSE2T2ZTY  PLIOSE TOG6  PIILS0GA39  PIODSDS 508
Total liabilities 4455408 4.35% 144 1,118,387 3367327
Teal 1,:|,'|uil:|r TRl ET1.E1D 106, 638 562 TUIRT 052 10, 445, | 51
Met imcomse (5525 378) (5,072 274 RAI5.832 4,550 303

* Fivarmc i Ml_,ﬁ.ll wicnti o 3 Bl on aeanalvear Balaeces s ar Dvceamber 35, 2003 amd 200
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14, Property and Equipment - nct

As atl December 31, the roll forward analyvsis of the account are as follow:;

Sparaie
[N Famriure,
Fiusldiagn Faniusen s
and [and {ompuicr Hkaer Tearsporiatsen
Improverni Fy=sprecmt Fqeapecni Fauizment Total
Tl
Balasce, Rassuy |, 2014 IS0 S0 443 PITE ARG 38 8,710,723 FRLAST 437 PRFEGL1ATI
Ao TR 6] 16,555 41 5 6033, THD RBAI7 505 EIERN O
Reteemeats disgamal - AEL] 4803 5,509,126} (5,301 19T} CLL5ET. 8%}
iislunce. Phecemder §1_ 50604 ] A4 w0 CTECAr Tl TN TRIIR.] 43 794 AL
Accussulaiol Depoo o aml
A e
[alance, lamumry 1, 3004 B, TR, A6 120,030 03 B3 A TR 13,600 30 b L Bl
Pepeeciaiion and i
for B v STl 17527411 LR IR L kAl TRS LT
Hemarymarats, dispasaat {1080 ATy {8 TR AR {2 ke okE) {0 1R D0y
Balagee, Dhecember 31, T4 T 130, &9 844 A1, TEE RIS 13, T 0TE IRT.AT 50d
Mol Dok ok ad
December 31 1004 P17 077 PA% 0ed 10 Pl A AT PIIOOT T PITLTIT 405

15, Reserve for Unearned Premioms and Deferred Reinsurance Preminms

Az at December 31, the movemenis of the Subsidiary’s reserve for uncamed premiums
and deferred reinsurance premiums are as follow:

2L AE]
Direct [oreat
Hurkms [ | el Himhiess ekl Tl

Ralnce af beginning

wlithe yeas PIRASETD P R334 PIIE75TES PEI555412 P27 068357 F23471,053
Palicks nitien daring

the year 123337 351 BATERLY  DIATRAEIR R A&S 030 17416727 Gl 448,103
Premisrm coeasd dunng

ikt vear (PR OaN SRR, i TOREIEY I AREATT (P05 SAETaRy  (ERIMOASX) (6T 245800
Badersc a8 ond of yoar PERBE 005 PLOAE M PUEETEEN  PEE RS Pé, 1 80 5040 TR ATETeS

U vyl m e
Land, Furnbury,
IRaaddin g Fiviures amd
and Lamd i empuier iFiler Wramspomasisn  ampEier
Puprovemins  Equpmest  Fquipmes Equipmesd  Safiware etal
Cnll
Balarce. lapaary |, 2005 PITET0L08F PRI [ T I [ R L] Fhaiosss PGS L
Additron T8 IS 450 17,700,106 TA48,153 EATLADY RAIGSM  p42E1F N4
Rememestydinpouh  (J6UT6ATN) _(LA93,484) 8.4y (191512) e
Bl mierr, Dnrrimlsir 51,
Hil% R0 20T T11.4 0050 RE IR EUNE L1 FENITRSEE &N ERLANY
Arcumulaged
Peprecistion gl
Armmesrtiraiian
Ialarce, lamgary 1, 2005 WD, 194 95] LA HTTRAT? IT A0 AN ITEMITAES
Depwesiation and
amcatizsiis o dhe vesr 710,884 R T B B AR] Bk HAMTTE AR
Harrme e & i » -E."».Tm 1 A1A065T2H ' Ao RN MMl
Ealamy, Deormer 31,
L EEALLETE 161,194, e AT ATE 31809, 780 ABEARIT MAmled
Nt Beak Value st
Becember 31, 2B1S FIELEAT.AY  Folb T4EA1T [ f - W F2I.TESASF PRSI PMESHLYE
Ao i
Lassl. Furmbac,
Hathd g Frumares. arl
aned [Land {ompruler b Tramg L 1
lugrvezmut  Fyupez Eyuynest Buyuynzal Seellre e Tistal
£osl
Ialarce. lapaary | 014 FIT Al PIYE %10 Pel T SR O P AR 0 ) L PR
Additon 1 b, Tl B4 T TIK ETUR AT A LAAET 4R R
Hataé prsiit 5 s b . 5,9 .020) LS ] {5200, ) ' {16,581, 504
[halarce, Drocemier 11
A4 P21 FiEpn 3ET AT T4 8EE WUTER RS RO T AAS Dok
An i bl
Deepres ilron assl
ALl
Balatce. lagiary |, 2014 74600076 128244767 315201 304 I5.088,754 IR ELEENT
D paies il il
arrwiisalee fod e vens 6,404 005 K IR0 LG BA%E 2T 2077 463 B0A ART IR 365 9ER
Rectermeonls b - 5441120 BB TH [ R )] - i 18650, 1 5
Bealupae. Dhevermict 31
4 B, 15455 143013 58] J.TTE A7 1773 200 G0 IR 1T IALLEE
Mt Taooke ales af
December R, 30048 1 s, | TS P 1 3 PUE SR 18I PILARETIE  FRO4] ST PAO23ND MK
S e 8 B
Land, Foarnilurr,
EBuddimpg: Fiviures apd
and lamd Cumgpaier CHiler Tramyparialion
| mgpransmmacnis Fapuipmearm I q uipemsared I Tadal
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Balafae lamasry |, 20013 FI5R T4 04 Fiod 560004 P40 237317 PR, 710,811 A, TER.0AT
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fiow i v BN R 18,162,022 6, L0, 0T 4447570 AL AN
Hitermesis k - - - 0,174,749} (1,074,784
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16, Deferred Acquisition Costs and Deferred Reinsurance Commission

As at December 31, the movements of the Subsidiary’s deferred acquisition costs and

deferred reinsurance commission are as follow:

Deferred acquisinon costs:
2015 2014
Balance at beginning of vear P1.526,987 P2.273.447
Cost deferred during the vear 11,778,387 5859432
Amortization for the vear (7.015.928) (6,603 X97)
Balance at end of year PG, 289 446 Pl 526,987
Deferred reinsurance commission:
015 2004
Balance at beginning of year P1.559.,042 P3, 884,385
Remsurance commission for the yvear 1.913,974 4. 1774584
Feinsurance commission carned for the vear (2,722, 064) (6,502 82T}
Balance at end of vear P750,952 P1.550 042
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17, Other Assets - net 18. Accounts payable and acerued expenses

As at December 31, this account consists of As at December 31, this account consists of:

Comsolidated Separate Cansolidated Separaie

FL k] 2014 28 4 P J4 s 2014
Cash placements with chosed local Accounts payable - refund PRLINGIN  PRE0EI5934  PRAIARAN0 PRG035 034
hamks P44.667 067 Pl 6057 0057 PaL 66T 06T e 6T (W57 Agcounts payable IR 145 55 U W69 TOEG T 74,2315 656
Prepand cpenses K133.426 136,637 £ 871 %3 5613948 Customers’ deposits 42 545,550 42,640,254 42 845,550 42640254
Tgpust B 2T AGS 649 677,291 17,465,649 677291 Commissions payuble 18,728,012 1,354 851 15617439 £88 762
Drepossin For the scquisiton of real Accrued expenses 15,458 182 21,045 816 15,356 THY 20,152,124
CALA1E PEOPETY 14320373 14320373 14,320,373 14,320,373 Fxpaicnoe iefumd 7675837 1,526,424 7,675,837 1,526,424
Unussed supplies 2311000 1,543,350 2IDATE 1,543,390 Taxes pavable 12,968,751 12,121,344 % 080,677 8 804 215
Chilvers 12,780 5KT 13 B8] A%2 4, K20 355 5 103 S0k Beplenishment i iransi 1374230 2 A04. T 2,374,230 2 404, TR
1I9687,0102 83226650 99,158,008 7192598 Loans payable 164,068 454,133 164,068 434,733

Allowanee for impairment | SO8R3TH) (5955174 59 853.734)  (59.553.744 Trast deposil 636,557 636,537 - -
e TOT Mg s :'m,m,.ma, :_21 o= Eiln] ;” o n} ;]1 '*TE.Ei—I] (Hlvers 2619998 2,623,767 2,510,799 2,583,717
— b - P44, 730020 PUIEGOE DD PIOSTEASED PA2IASN 6

The cash placements with closed local banks represent various deposits and moncy
market placements which cannot be withdrawn due to banks” closure. The amount 15
fully provided with allowance for impairment loss as at December 31, 2015 and 2014,

Prepaid expenses consist of prepayiments on insurance and subscriptions.
Others include utility deposits and creditable withholding taxes.

In 2015, the Subsidiary reclassified output value-added tax (VAT) payable in 2014
amounting to P2.02 million to **Accounts payable and acerued expenses™ to conform with
the presentation in 2015, Accordingly, total “Other assets - net” amounted to
P23.67 million from previously reported balance of P21.65 million in its consolidated
financial statements.

The following is a reconciliation of the changes in allowance for impairment loss in the
consolidated and separate statemients of financial posinion:

1) ] 04
Balance at beginning of vear P59,553,734 P58,987 440
Provision for the vear - A6, 2
Balance at end of year P59,553,734 P59,553,734
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Accounts payable - refund refers to the over remittances from finance centers.

Accounts pavable consisis of unreleased checks, fire insurance pavable, motorevele
pavable, due to the Parent Company s retirement fund, due to finance center and others.

Customers” deposits pertain to the amount of money the Parent Company holds on behalf
of the tenant for protection in case of any unpaid rent or damage to the investment
properies.

In 2015, the Parent Company reclassified uncarned interest in 2014 amounting fo
P239.16 mullion to “Ciher Labilines™ in its consolidated and separate financial statements
1o conform with the presentation in 2015, Accordingly. total “Accounts payable and
accrued expenses” amounted to P443.61 million and P423.65 million from previously
reported balance of PGES. 74 million and P662 81 million in its consolidated and separate
fimancial statcments, respectively.

19. Legal Policy Reserves

As at December 31, 20015 and 2014, the legal poliey reserves amounted to
PRE622.62 million and PT,914.72 million, respectively.

As at December 31, 2015 and 2014, for policies with incomplete information, reserves of
P4.26 million and P1.0% million, respectively, were calculated by approximate method
using the reserve factors derived from the portfolio with complete information.

As at December 31, 2015 and 2014, increase in legal policy reserves recognized
in profit or loss amounted to P707.90 million and P435.64 million, respectively.

The legal policy reserves were certified by the Parent Company’s consulting actuary who
15 aceredited by the IC and whe also issued an ungualified epinion on the account.
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Kensitivities

The analvsis below 15 performed for a reasonable possible movement in key assumptions
with all other assumptions held constant, on the consolidated and separate statement of
income, statement of comprehensive income and statement of changes in members”
equity. The correlation of assumptions will have a significant effect in determining the
ultimate claims liabilities, but to demonstrate the impact due 0 changes in assumplions,
assumption changes had to be done on an individual basis,

The assumpiions that bave the greatest effect on the 2015 consolidated and separate
statements of financial position and ingome are listed below:

Incrense’ Increase’
(Iecrease) in Inerease’  [[hecreaschin Inerease’
hiasge in Gress  ([hecrensc) i Profit  [[ecresse) ia
Mo Liahilities ™t Lialsilities o T Eymity
Moralitymorbadity +10%4% P, VG POO50,50G  (P9050,396) [P 050, V)
-ln%s (ISR TR (10,504, 2TH) 100,50, T 20 LG, T TR
Dhsgomnl ralg +1% (2RSS THT)  (ZBOSSL,TET) XROSS1,TET ERIES],THT

A% IINSRIASS  NRONRASM  (BIRSMRASN)  (3IRSBIASN)

20, Iasurance Contract Liabilities

Az at December 31, thas account consists of:

Comsalidated Separate
A k4 M5 2]
Claims snd benefits payvable PET6a 37000400 PAATOOTT  P330OT6S14  PROD 545563
Db Wy reinsurers and cading
COMpanics 1. %80, 308 164813
Fumids held for reinsuners 1,141 850 25 441 850

P3TO.302 198  P435076740 PA30OT6S14 P02 345563

The movement in claims and benefits payvable is as follows:

Cinnoliillated Separate
0 Jik4 FLIN B 2014
Balance at l'hcgmning al yEar Pa, 470,077 PIGS TROT14 P02 45 563 Pa6] 43 AR
Claims snd bemedids incuared 1250 %49 913 I 250656 121 1,051.891 1255, 759,173
Clanmes and beneivs pasd (1,259 04% 9500 (0,221 9595093 (1LI824200940) (1,214,457 200
Balance af end of year AR, 370,080 PR ATEOTT P30 9T6514 P302 345 563
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21. hvidends Payable

At the option of the BOT of the Parent Company, dividends are provided to members
with participating option policies which have been in-force for at least three (3) years.

Dividends declared and approved by the BOT amounted to PIO4.19 mullion and
P95.44 million in 2015 and 2014, respectively.

The movements of the Parent Company’s dividends payable are as follow;

2015 2014
Balamce at beginning of vear P251,832,278  P22R.6549 558
Diwvidends declared during the vear 104,188,079 U5 438412
Dividends paid during the year (68,209 886) (62,265 6092)
Balance at end of vear P297.810.471 P26l 832,278

22. Reserve for Refund of Members® Equity

In 1998, the BOT approved the refund, upon retirement of members, of membership dues
for the period from 1986 onwards equivalent to 50% of membership dues collected on
basic policies which have been in=force for at least three (3) years, plus 4.50%% interest
pl:l!' AT,

The basic premiums of the BIMP and BFP were upgraded effective January 2009 and
February 2009, respectively, wherehy part of the premium paid is recorded as deposit
contribution subject to payment to the members upon retirement or scparation, [t will
earn interest in accordance with the implementing rules and guidelines of the Parent
Company. The basic premiums of the AFP and PCG were upgraded and modified,
respectively, effective January 2000 and August 2010, respectively, whereby part of the
premium paid 15 recorded as deposit contribution subject 1o payment te the members
upon retirgment or separation. It will cam interest in accordance with the implementing
rules and guidelines.

As at December 31, 2005 and 2014, reserve for refund of members” equity amounted 1o
P1.659.48 mallion and P1,496.62 million, respectively.

23, Members' Contribution

Members” contnbution represents amounts contributed by the members of the Parent
Company in addition 1o payvments of premiums due, net of any refund made 1o retired
membsers,

As at December 31, 2005 and 20014, members” contribution amounted o POSOT million
and P97.59 million, respectively.
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24, Retained Surplus

Retained surplus pertains to the Group and the Parent Company's accumulated camings.

In 2015 and 2014, the BOT of the Parent Company approved the appropration of
retained surplus amounting w0 P639.32 million and P453.03 million, respectively, to
appropriate carmings for revaluation of real estate propertics and allocation of building
improvement, transportation, office cquipment, fumiture and fixtures, computer
equipment and IT projects in 2015 and social services program, fimance the land
development of iis Punia, Tanza property and other real estate projects, rehabilitation of
its Annex Building and the construction of a 7 & 3-5torey Luzon Branch Operations
building in Fort Bonifacio, Taguig City in 2014,

In 2015 and 2014, the Group and the Parent Company reversed appropriated retained
surplus amounting to P159.77 million and P113.70 million, upon tum-over of donations
and completion of land and housing developments.

Retained surplus, excluding the amount of unrealized gains on fair value of investment
propertics and cmployee benefit reserves has nol excceded the maximum limil specificd
in Scction 408 of the Insurance Code As Amended, which states that “A mutual benefit
association shall only maintain free and unassigned surplus of not more than 206 of s
total liabilities as verified by the commissioner.”

As at December 31, 2015 and 2014, the Group and the Parent Company have complied
with the above requirement based on their internal computation.

25, Interest Income

For the vears ended December 31, this account consists of

ol idlabed Separale
Ml IDNS 2014 015 H004
Cash omd cash equivalenis 5 PiATAOTE P40 980 PI3ARA26 P L3 66,04
Short-1erm mycstmants S0, 000 1,137 S0 L0000 1,137 500
FIT A mnvesbimenis 7ML TILEE G 162 M2 T4, 0 3G {53 & R
Loan receivables & HILEAGLE THZS020974  HIZMIEGLA Tar 502974
(e 465 M 5, (M LA 1] 445 000

POI5, 184340  PETH314.462  P921,23EA95 PRT1 A0 548

26, General and Administrative Expenses

For the vears ended December 31, this account consisis of:

Consolldaied Separate
Marie X0AE 2014 smiE 2014

Salanes and employes

henefits ST PAILZMLAEL PR ESSA3G PG 250104 FASTIOH0 418
Donawiiens and

contrbalkns GEIMLINT 62 U2S 2TS G, 187 5040 2 659 625
Drepreciation anc

amorization MHo42,713.849 3B 3065 088 33,930,434 31,953,714
Transportation and travel 41,331, 640 2 A06,852 3T 085,640 16,141,522
Froviskoms for mapaimmsent

loses o loan revcevables A A% HI TR 21,732 M5 KL F ol el 21,732 a5
Collectvon incentive fee ELEA L] 35.32,977 Jo 208404 532,997
Represemation and

TRl 31,930,693 22003 591 17,155 467 19,075, 622
Taxes and hoenses H1 063 569 i, 65 1 GET S9.E10 449 3,200 S0
Promotional and business

deve lopameri 1977 578 i, 2 (15K 16KTT 31T 4058 474
Frolessomal fees 19412059 114529510 16041120 EAXRNIS
Muanpower servie foes 18,177,577 15281 331 17,547,250 15,280,331
Hepanrs and manlenance 16977 360 13, 1654 069 14,186,518 11,950,607
Supplies 15,655 485 13607013 1L.ET81. 29 12450 2
Commmnicalion 15,355,258 14,159,620 12,6TH03 11,507, 15
3 beer urulw.-w.'riliuﬁ XIS 14,618,502 - . .
Liiliies 12,175,371 13,505 647 1 EER, T0A 12,0k, 39]
Experienoe refund B, 632 5,500 280 0, B, 632 5 RG240
Ml:chr:p and comferences 5465951 2.36E 102 S0T5EGT | BIETES
Rem A4 B 10 ER] 2338044 4. 7108615 T 093 G
Inleresa 4 189 330 140RG 36T 4 1K9 130 | R0APM 50T
Sermnar amd tramimg T AT RS 2 580554 ThGT R 2580 554
Litigatiomn 484,519 1,716,751 454,819 1,746,730
Brokers” Fee 3212 i 447 430 322 409 447 439
Ailes meenlives 172522 1. 3006 458 - -
Proviseoas for mapaimisnt

I|.1H'i om |1rL'1I1i|.III.'I.'I- dl.ll'.' ﬂ.ﬂd

insarrance recervahles nmd

oiheT assels g ir - 1824624 - S 204
(Mhcrs 23937713 14 362 6 16,752 HEH 12,829 450

PERT. 726460 PSR 243825 PTRLGR0ZIS PI935 437

Interest expense pertaining to reserve for refund was reclassified to incremental benefit
under “death and other policy benefits™ account in alignment with the 1C's chant of

ACCOLUMS.

27. Salarices and Employee Benefits

For the years ended December 31, this account consists of:

onasldated rhe
Mok MI1E 2004 Hils 204
Kalaries and sllowances PIEE 0, T2 Pa33, 750013 (I EE S NT 205 KL 4458
Emplovios Benclis I B49.91 3 [EEMECURTE 131 0% 5 124001 580
Ratweament bena [ expenss I8 1721 7.68% 20T R 15075, T 14 B84 b8
Diirecion:” and rustees fees I HAE ALY 14,151 156 = 0279 K75
4L AS] P2 55 0005 P36, 5 | ey PEATAEA1S
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28, Retirement Liability

The Parent Company has a funded, non-contributory defined bencfit plan covering all
qualified officers and emplovecs. Under this plan, the normal retirement age 15 60
Normal retirement benefit consists of a lump sum benefit equivalent to 150%% of basic
monthly salary at the tme of retirement for each vear of service provided that the
emplovee has rendered at least five (5) vears of service.

For early retirement, the benefit 15 equivalent to 50% of the emplovee’s monthly basic
salary for every vear of service with the rate progressing to a maximum of 150% of basic
monthly salary. Death and disability benefit on the other hand, shall be determined on the
same basis as in normal retirement.

The Subsidiary maintains a scparate tax-qualified, funded, non-contributory defined
benefit plan covering all regular full-time emplovees that is being adminisiered by a
Committee.

The plan entitles any employee on the day of his attainment of age 60 or completing 30
years of service, whichever is carlier, be retired and be entitled to full normal benefits,
Full normal bencfits of an employec who has reached the age of 60 and has rendered 20
yvears or more of service, or an employee who has rendered 30 years of service,
regardless of age, shall be equivalent o 150% of one month's pay per vear of service, On
the other hand, an employee who has reached age 60 and has rendered less than 20 years
of service shall be entitled 1o a normal retirement benefit equivalent o 125% of one
month’s pay per vear of service. The basis of a month’s pay is the employee’s basic
salary at the nme of retirement.

The Group and the Parent Company's latest actuarial valeation date is as at
December 31, 2015, The following tables show reconcilianon from the opening balances
1o the closing balances for net defined benefin lability and its componenits:

Separate

FBG FvIFA Nl Heirenswd Fles Lisbilis
FTE] ETTE T id i ld
Bl o Jasmay | CPIOS RN SNy  (PITTAOG008)  PIECRMANIT  FRIS 43N0 (P30 AST 80 Pl AELTETH
Il i Prafil sr s
T TG CaeE (L3, TR {1 - . {13, 70y i 11,88 S0
rbrrorsd oo (capon| i1, DRSS 12000 B, ™) SRS 9233 152 I ITONTHp i3, TR S
[FLE . KTE 36107 LEJRE L 9233 052 (L LY o B (RS L]
Tt o W1
Arvasrind pmin {bess) anung e
Fsasc il prmrpinom KT R 1AL . &1 T e 1XLAZE
Eaporinee s e [ R 41 ENT T . - 3%, 4 EIELE - ]
Wb s i et = . L T.REN 1LTITARG ] 1T 3R 1.0
[HESE TS S AZ 131 i) Eowt ALk LTI i BRI Ty A B
{bars
Mt pasd LY TR 1 4hE R ik s TT0 (191K 1K) - -
Halsscr oi Drocrmitaen 11 o Tab sy (PRI ARy PR aaEEad  FEECHIANGT o P, 2 AN PR AT A5

The retirement benefit expense under “Salanes and emplovee benefils” account
recognized in profit or loss is as follows:

Consolidated Separaile
1] 4 215 20104
Cuament serviee cosl P15 E2LGTE P17 4A%7 4N F13.709.349 114,085 900
Interes) exprena: 1397003 3387200 1370371 270

P17, 217 689 P20,874 6] FI5,079,720 B 55

L 1] FVF4 %l Hatbremenl Flas | skl
i 14 - 1] PR | = 1 4
Dladsace s bag of vast (PRRITEAMG  (PHOATT IR PRI MOSS.  FIITO0LO30  (PARMIRETER  (FTAIEL3G0)
Isalamld im Prodfin of [aon
Corwan =orwRce ol [RERFLE ] QIT BT - . (LR =L [UT4ET, Emlp
Inbrovsd mam [y | (UL EMETE QL1 1) AT 10 K Bk {1,597 K13} (1 ART 300
(27,704, 748 (MLETT A% AT, RS 10, 0a12 41 (ET, 207587 (28 ETLEANE
Imflmsd el im LT
Actnmm| pamy (ke wnms bom
T rrcial sssgperns LRI 1 [E LN o) - L RITETE [[ELLYY o)
Inpeiicms alpidinc [ALINERNT) A SET TR - L ALMARNT ST AT
iz o plbn sassan - . 42500 £ 510 242,809 B HL 311
21, 584,2TI0 31, S D o I B0 810 (22,20 0 BT AT
Chilesrs
Hayrfin puasd 1ERERED 1238 138 [ {1, %54,328)
Dkt nall o yona (FMASay  (FIHOTLANE  FRLIGEAN  FMIMOS%  (PIARLGET)  (FRI0IZSTH

The remeasurements of defined benefit obligation recognized in OCI are as follow:

Conslidated Separale
s 204 1S 2014
Awtuanial gain {loss) duoe o
deeremse in defined bene it
obligation (PRI204.272)  PS7043066  (PROR246R0)  P4218] 607
Remeasurement gain on plan assei W42 HET G AL 267583 TR 000
Tax efleet 1,051 292 (4,241,632} . -

(PRL2INANT) 59,805 745 (FIRIST09T) TR SOk )

The Group and Parent Company’s roll forward for the ¢mployee benefit reserve is as
follows:

Comsolidabed Separate
il K 24 2015 2014
Balance at beginning of year (PEASIHTE)  (PO6ISHAI)  PLAZOSO9  (IMEATH 605)
Axtuarial gain {loss) en PYEO (23,204,272 57,143 6 {20LRT4 aRIN 42 181,603
Actisarial E,H.Ill.'ll.l:‘bh!lll.l'l FWIPA 942 BEY G R 2T 583 TTXT 0
Tax eflect 1,681 202 (4,241 632} - .
Balance al cnd of yeas (PRT66209%0)  (PGASIETI (PITAZT.IER) 1,429, wWE
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The Group and the Parent Company s plan assets consist of the following:

Consididated Siparale
pa ] J004 pii) R 2014
Crsh amd cash aquivalenls Pod 014,275 PT0.6%4,154 Pl 034 444 6T 342 173
AFS flinancial assets HOL 158, 73R B1.470 382 B 136,738 81479 582
Loan receivables - net G5 422 4T 86,793 455 G5 423 4Ti 6,795 455
Accounis recervabile TATD 494 T I63 B40 1ETO 4%y 2 5% E49
Acemued imtenest 156,435 3im,132 156,435 30032
Fixed imoome 10,676,290 10,842 T58 - -
Accounts payahle and sccrued
CXPENSes 19,983 0T4) (983 074) (9 9RI 0T {03 0T4)

PR3, 104034 PHMIZG085G  PI2O44B513 PR 22601T

There is no expected contnbution to the defined benefit retirement plan of the Parent
Company and the Subsidiary in 2016,

The following were the principal actuanal assumptions at the reporting date:

Parent Company Subsidiary

2015 2014 2015 2014
Discount rate 4.77% 4.36% 5.00% 4 80
Future salary growth 5.00% 5, H1%% 5.0M%% 3G

Assumptions regarding future mortality and disabality used by the Parent Company have
been based on the adjusted 1994 Group Annuity Table and 1952 Disability Study, period
2. Benefit 5, respectively. For the Subsidiary, assumptions regarding future mortality
have been based on the adjusted 1985 Unisex Annuity Table (UAT). The 1985 UAT was
derived from the experience of the Government Service Insurance System from
January 1, 1977 w December 31, 1951,

Sensitivity Analysis

Reasonably possible chanpes at the reporting date w0 one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the defined benefit
obligation by the amounts shown below:

Earent Company

Defined Benefit Obligation

Increase Decrease

Discount rate (1% movement) (7 T.35%
Salary inerease rate (1% movement) T7.26%% (i

Defined Benefit Obligation

Increase Decrease

Discount rate (0,50% movement) 5.30% 4 30%%

=alary ingrease rate (0,500 movement) S0 E.00%

Although the analysis docs not take account the full distribution of cash flows expected
under the retirement plans of the Parent Company and the Subsidiary, it docs provide an
approcimation of the sensiovily of the assumption showmn,

These defined benefit plans expose the Group and the Parent Company to actuanal nisks,
longevity nisk, interest rate risk and market (investment) nsk.

The BOT reviews the level of funding required for the retirement fund. Such a review
mcludes the asset=liability matching (ALM) strategy and investment nsk management
policy. The Parent Company’s ALM objective is to match maruritics of the plan asses o
the retirement benefit obligation as they fall due. The Parent Company monitor how the
duration and expected vield of the investments are matching the expecied cash outflows
ansing from the retirement benefit obliganons,

However, the Subsidiary does not perform any ALM Study. The overall investment
policy and siratcgy of the retirement plan is based on the client suitability asscasment, as
provided by its trust bank, in compliance with the Bangko Scntral ng Pilipinas
requiremnents. It docs not, however, ensure that there will be sufficicnt assets to pay the
retirement bencfits as they fall due while attempting to mitigate the various risks of the
plan.

Maturity analysis of the benefit payments:

Consolidated
s
Carryving Contractaal Within Within  Nlore tham 5
Amount Cash Flows 1 ¥ear 1-5 Years Years
e fined benedin
obiligation P304, 50,600 PRG2,221,588 P21 586,650  PLIT030 3510 PRZIGD3,5TR
Saparate
s
Carrving Contractaasl Within Withim  Nlore tham 3
Amount Cash Flows 1 ¥ear 1-5 Years Viears
e find b
alaligation P294.742 BKI1 PRI, 2T2.542 P21 586,65% P13 46098  PGSRGE14, 9010
Consolidated
R
Carmymng Conirsciul Withmn Witknn Wlare than
AkHant Cash Fhows I Year 1-3 Years 5 Years
Il benastiil
abligation P274. 3735 431 PETT AT3.275 PRl I22 600 MTITEEE  PIT0GE0 442
Sepamse
204
Carmymng Combraciual Withmn Willun More than
AmrkHant Cash Flvas I Wear 1-5 Yemrs 5 Y enrs
D fanaed benastil
abligation P25 653 s PTT4, 595 705 PR, 122,600 M3515. 74T POTO9ST 356
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As at December 31, 2015 and 2014, the weighted average duration of the defined benefit
obligation of the Parent Company and the Subsidiary is 16 vears and 13 vears, and 12
vears and 13 vears, respectively.



20, Income taxes

The income tax benefit of the Subsidiary for the years ended December 31 is as follows:

The details of the Subsidiary’s NOLCO which can be claimed as a credit against future
taxable ineame are as follow:

Year Incurred  Year of E.ﬁ:[.ﬂ}' Additions Exﬂ}'ﬂjs::d NI
L MR PA0OO2T.T14 P - P74 771 441
24 2017 0954 51K - 44 749 727
23 2016 34 795 W - 34 795 200

2015 2014
Final tax P873,397 P1,398,255
Current tax 506,358 G, 2D
Deferred tax (1,491,869) (7,748 883)
(P22,114)  (P5.750,36%)

The reconciliation of income tax benefit computed at the stamlory ineome ax rmie o the

income tax expense 15 as follows:

The details of the Subsidiary’s MCIT which can be claimed as a credit against future tax

payable arc as follow:

Year Incurred  Year of Expiry Additions Eapiry/Used  Excess MCIT
2015 2018 P506 158 P - Pl R4S 960
24 2017 S0 260 - | 292 2
M3 20146 602 142 - h92 342

The Subsidiary believes that certain future deductible items may not be realizable as
future taxable income may not be sufficient for the related tax benefits w0 be realized.
Accordingly, the Subsidiary did not recognize deferred tax assets pertaining 1o [ax
benefits from NOLCO and MCIT amounting w PU.0O1 million and P60 million,
respectively, incurred in 2005, This will mature on December 31, 2018

The Subsidiary opted 1o use the itemized method of deduction for its income 1ax retums
in 2015 and 2014,

s 2004
Loss before imcome tax (P3.914.452) (P6,298 89T)
Income tax computed at statutory tax rate (P1,174.334) (P BED &h0)
Tax effects of:
Income subject to capital gains fax (4,283.573) (3,835,798}
Income subjected to final tax (1,183.786) (1,459 474)
Final tax 873,397 |.398,254
Mon-deductible expenses 1.621,086 TH4 209
Dividend imncome (1, 759,047) (748, 490)
Eeversal of deferred tax liability on excess of
reserve for umexpired risk (3. 718,727 -
Unrecognized deferred tax assets
MNOLOO 9,006,514 -
MCIT 506,358 .
(P22,114) (P5.750 368)

The deferred tax assects - net as at December 31 relate to the following;

30, Related Party Transactions

The following transactions are camicd out with related partics in the scparate financial

2015 2004
Recognized in Profit and Loss
Allowance for impairment loss:
AFS financial assets P2770.138 P2 770 138
Insurance and other receivable 3. 302,679 3,302,679
Deferred acquisition costs - nel (1.661,548) D617
Excess of reserved for uncxpired risk . (3.718,727)
Retirement habality 641,392 [ 197,085
Unrcalized gain on invesiment propenics duc (o
change in fair value (807.,345) (B07,345)
MCIT 1.292.602 1,292 602
NOLCO 13,424 918 13424 91%
Amount Charged to Profit and Loss 18,971,836 17,479,967
Recognized in OCI
Employee benefit reserve 4,429,629 3,378,338
Amount Charged to OCI 4,429,629 3 3TR33R
P23401.465 P20,858, 305

saements:
rutstamding
Bulane
ey Acmmaunt of the  Due to Related
Tramsaciiom Near Nl Tramsactisn Parties Terms Comilitions
Suhsidinry
ARG
® lisaraams sapurse 1] ] ] Il G665 25 | U demvaml; non- Upsecured
iEterest bearing
214 i@ 1 507,750 - O deprand ; mons IUnsecued
inlerest heanng
" Kenlal ineomme b ] 2l (112513 - [ demaml; mom- Unsecured
imlrresd brarimg
2014 =
Toral 1 1B r -
Todal 2014 | L
Motes:

a.) The Parent Company has an insurance agreement with its Subsidiary covenng ceriain
mortgage loans. Insurance expense included in the scparate financial statements
amounted to PL6T million and P1.31 million in 2005 and 2014, respectively.

b.} In 2015, the Subsidiary entered into lease agreement with Parent Company for its
extension office. Rental income included in the separate financial statements
amounied to PO 2 million.
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Compensation of Key Management Personnel
Salaries and employee benefits includes compensation of KMP for the wvears ended

December 31 which consist of the following:

Consalidated Separate
s 4 2015 004
Shori-ferm employee benefils P14.166,930 P14 658 500 P 0a78 P53 459,024
Posl-amployis benelis LA K16 SA78, 232 1549816 50TH 232

P15, 716,755 P19, T3, 733 PS50 8% Pl 537,256

The remuneration of the Trustecs of the Parent Company amounted to P10.21 million in
2005 and P10.28 million in 20014 while the remuneration of Directors of the Subsidiary
amounted to PEE6 million it 2005 and PRET million in 2014,

M, Contingencies

As at December 21, 2005, the Subsidiary is contingently liable to the following kwsuirs
and clmms:

®*  The Subsidiary has wvanous legal procecdings on insurance clums-related and
resigned emplovee claims, ansing from the ordinary course of business. Management
believes that the ultimate Lability for the abovementioned lawsuits and claims, 1f any,
would not be material in relation to the financial position and operating results of the
Subsidiary.

= On April 22, 2010, the Subsidiary filed a petition in the Court of Tax Appeal in
Duczon City for the cancellation of tax assessment for the vear 2006 based on the
Farmal Lewer of Demand received from BIR on Apral 6, 2000, As at December 31,
2015 and 2014, the Subsidiary recognized a liability for certain portion of the tax
deficiencies to which the Management believes they are liable as part of “Accounts
pavable and sccrued expenses” account in the consalidaed statements of financial

position,

* On December 11, 2003, the Subsidiary received a copy of the MNotice of
Disallowance (ND) issued by the Commission on Audit (CoA) to AFP informing the
latter that the amount of P5.75 million representing premiums paid by the AFP to the
Subsidiary for the insurance of AFP’s propertics was disallowed in audit because the
insurance of the propertics of AFP with the Subsidiary is not in accordance with
Fepublic Act No, 656 dated June 16, 1951, Such transaction pertains to the Fire
[nsurance of General Headguarters Unified Commands/AFP-Wide Support and
Separate Unit's buildings for 2003, On March 12, 2014, the Subsidiary submitted an
appeal memorandum 1o CoA for the petton of ND o clanfy the validity of
msurance confract with AFP,

On September 16, 2014, the Subsidiary received a notification dated August 27, 2014
from the Director of Defense and Security National Government Sector (DENGS)
informing that the casc has been clevated to the Commission Proper of CoA for
automatic review, pursuant to Section 8.5, Chapter IV of the Rules and Regulations
on the Sctlement of Accounts and Section 7, Rule V of the Revised Rules of
Procedure of the CoA. This means that the decision of the Dircctor of DENGS 15
favarable to the Subsidiary and AFP.

The CoA Commission Proper referred the case to the CoA Legal Services Sector
(LE5) to review the case. As per follow up at the LSS, the Director I of the LSS had
draficd a resolution and forwarded it o the Dircctor IV of L35, After the review of
the Director IV of LS5, the case will be forwarded to the CoA Legal Counsel, then
the CoA Legal Counsel will brimg the case back to the Commussion Froper for
deliberation and issuance of the final resolution.

As at December 31, 2015, the Subsidiary is still awaiting CoA’s resolution on the
petition for ML, Management bebieves that the wlomate labibity  for the
abovemnentioned lawsuits and claims, if any, would not be matenal in relation to the
financial position and operating results of the Subsidiary.

31, Insurance and Financial Risk Management Objectives and Policies

Life Insurance Risk

Natuwre of Risk

The principal risk the Parent Company faces under insurance contracts is that the actal
claims and benefit payments or the timing thercof, differ from expectations, This is
influenced by the frequency of claims, sevenity of claims, actual benefits paid and
subscquent development of long=term claims. Therefore, the objective of the Paremt
Company is to cnsure thar sufficient reserves are available to cover these liabilities.

Insurance risk includes premivm/benefits risk, actuarial reserve risk and reinsurance risk.
Premium/benefits nsk is the nsk of having to pay, from a premium that may be fixed for
a specific term, bencfits that can be affected by uncontrollable cvent when they become
due. Adequacy of the actuarial reserves is monitored by an in-house actuary on a regular
basis in accordance with Jocal regulations. Reinsurance risk anscs from underwriting
direet business or reinsurance business in relation to reinsurers and brokers.

Maonitoring and Controliing

The Paremt Company regularly assesses the reserving methodology in accordance with
local regulations, Underwriting puidelines and limits for insurance and reinsurance
contracts have been well established to clearly regulate responsibility and accountability.

Freguency and Severity of Cladms
The frequency and seventy of claims is dependent on the type of contracts as follows;

a. For contracts where death is the insured risk, the most significant factor would be
epidemics that result in carlier or more claims than expected.

b. For contracts with fixed and guaranteed benefits and fixed future premiums, there are
no mitigating terms and conditions that reduce the insurance risk acoepted.

¢. For contracts with discretionary participating feature, the participating nature of these
insurance contracts results in a portion of the insurance nsk being shared with the
insured party.

The Parent Company manages these risks through its underwriting strategy and
reinsurance program. However, the risk is also dependent on the policyholders™ mght to
pay reduced or no future premiums, or to terminate the contract completely,
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The following represents the Parent Company's concentration of insurance risk as at
December 31:

208 4
Exposure, Exposure,
Ml ol Mt of
Reinsurance Concentration Esnsurance Concenlration
Inwdavadwal P23, 0%, Ti0 440 PRV PI2,735.2634T] SE AN
Ciroup AL 150,004 X% 524, 3000 (M} 200
P24 552 S10,440 L% P23 309 563 47 [LLEEE KR

Classification by Avained Age (Based on 2005 Data of In-force Policies)

The tables below present the concentration of nisk across the 14 age brackets, For
individual insurance, exposure 15 concentrated on age brackets less than 20 and from
25-29 to 40-44, For group insurance, cxposurc is concentrated on age brackets 25-29,
30-34 and for 40-44 1o 55-59,

Classification by Artained Age (Baved on 2004 Data of In-force Policies)

The tables below present the concentration of risk across the 14 age brackes. For
individual insurance, exposure is concentrated on age brackets less than 200 and from
25-29 1o 40-44, For group insurance, exposure is concentrated on age brackets 25-29,
30-34 and for 40-44 10 55-39,

Imalividwal
Adtained Ciross of Reimsuramee Mot Reimsuramce
.i.!-r Exposure  Concentration (%) Expoure  Comcentration (%s)
<X P20 116478 iiri%e P ond 116478 ikxiss
2ib- 24 1.B48 SRT 045 1.0 1848 50T 045 T
15-1% A 916 225645 A #9016, 225,640 10 48%a
Sib - 34 4 150 355 3ig iT. ke 4150 338 30y i7.X0%g
ELEE A R22 640,212 15.93% A H2T 40202 15.95%
LR LGHG X6 G6TH 11.19% L6HE 216,60 11.19%
4% - 49 1,988 BB ATH 2909 1, 9HE 8RR ATH 5.X9%
5 - 54 121 EGIR 150 AT 132,620 150 5474
ER .80 IS5 6T 100 1.067% 155 672100 1.07%
6ib - 64 61,854,232 ih26% 1,854,232 0,26%
L IR 165415 r11% I 65415 m11%s
T0-T4 1471404 [T 10,471 404 g%,
TE-TH 5408258 (L2 % 408,258 0,02 %
Bk i, M3, 120 (k13 % 6,043,216 0%
Tutal P399, Tal 440 T, [ P23.999, Tal440 1L T
Group
Aftalmed Gross of Relnsurance MNei Relnsurance
Agr Exposare Comcentratisn (%) Exposore Coamcemfration (%)
=2l P - .0%s P - 0%
20 - 4 200, 2500 ) LR 201, 250, 1H0 3B
I5-19 i, TOMD D 11.51% i, TN, (D 1L.51%a
Jb - 34 54,750 00 10.27% B, TR (M 10.X7%a
E.10 B2 2L (el LT LA ] 9 BG%a
4 - 44 B3 450,000 10.02% 53,450,140 102 %
AS - 4% 103, 10 D0 19.34% 103, D0, 19.34%
a0 - %4 113 200 00 11, X0%; 113, S0, (e 3] X0
55-50 S0 ) 11.91% GBS0, 11591 %
6l = . 0.00%s - 0.0%a
05 - - 0,00, - 0,004
0 -T4 - L1 - L%
18- T4 . 0.00%s - 0%
Hibe - 1,0 - 0,00%%
Tuwtal PESE 150,000 LT PELE 150,00 1M, 0%
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Sowirce of Uncertainty in the Estimation of Fuvre Claim Fayment

Estimation of future claim payments and premium receipts 15 subject to unpredictability
of changes in mortality and morbidity levels. The Parent Company adopts standard
industry data in asscssing future benefit payments and premium receipts as approved by
the IC. Adjustments arc made, if necessary, according to the expenence of the Parent
Company.

For individual life insurance, no adjustment is made by the Paremt Company to the
standard morality table. For group life, accident and health insurance, the morality table
is adjusted to reflect the Parent Company’s actual and projected experience which are
given weights or credibility depending on the amount and length of exposure under
consideration. The Paremt Company curremtly monitors its actual expenience on
individual busingss on a per policy basis and on an aggregate basis, and reporting the
same 1o management.

Audited Financial Statements II



The liability for these contracts comprises the IBNR provision, a provision for reported
claims not vet paid and a provision for unexpired nsk at reporting dates. The IBMR
provision is based on historical experience and is subject 1o a degree of uncertainty.

Mon=life Inturanee Risk

The major ¢lasses of general insurance wnitten by the Subsidiary include fire, motor car,
maring, and bonds. Risks under these policies usually cover 12-month duration. The nisks
under insurance contracts 15 the possibility of ecewrrence of insured event and uncertainty
of the amount and timing of resulting clyims. The primary risk the Subsidiary faces under
such contracts is that the actual claims excecd the carrying amount of insurance
liabilities. By the very nature of insurance contracts, this risk is random and thercfore,
unprodictable.

The Subsihary mmnages insurance nsks through s underawntng siratcey, adegquate
reinsurance arrangemenis and proacove claims handling.

The Subsidiary has developed its non-life insurance underwriting strategy 1o diversify the
vpe of insurance risk accepted amd within cach of these catcgorics to achicve a
sufficiently large population of risks to reduce the variability of the expected outcome.
Factors that aggravate non-life insurance risk include lack of diversification in terms of
iype and amount of risk, geographical location and type of indusiry covered. The
Subsidiary’s major stratcgy is geared towards a wide premium base from both
commergial and personal lines so that there 15 a sufficient spread of nsks in its book o
cushion the adverse effecis of catasirophic losses.

The Subsidiary™s prenuums per line of nsk for the vears ended December 31 are shown
below:

Exposure to loss within non-life insurance operations is also limited through participation
in reinsurance arrangements. This does not, however, discharge the Subsidiary from its
liability as primary insurer. Amounts recoverable from reinsurers are estimated in a
manner consistent with the assumptions used for ascertaining the underlying policy
benefits and are presented as part of “Premiums due and ingurance receivables - net”
account in the consolidated and separate statements of financial position. If & reinsurer
fails to pay a claim for any reason, the Subsidiary remains lable for the payment to the
policyholder. The creditwonthiness of reinsurers 15 evaluated on an annual basis by
reviewing their financial strength prior to finalization of any contract.

The reinsurance business being accepted by the Subsidiary is properly evaluated by a
commitice, composed of the underwriter, the reinsurance head and the operations ead.
The business being written by the Subsidiary, on the other hand, is adequately reinsured

1o licensed and hinancially stable reinsurers.

The following tables set out the concentration of the claims liabilitics by type of contract:

l [
Diirect
Preminms Premiums Preminms
Lime of Risk Writien Assumid Ceded Retention
Motor car Fa0L 179276 PLALBSS66G3 FPI4T327T P4I.6ET.G12
Fire 12,910,441 19,34k, 097 G, 030 650 26, 195,669
Bonds 16,726,542 1084, 134 1,099,737 16,721,239
Manne cargo 108, 159 ThHORS - 185,144
Miscellameous 2, 109, 853 260,181 1,008, S50 FT065, 153
PROOILITO  PAT 195,060 PRATES1Y  PLIA.TS4.817
2014
Direct
Freminms Preminms Premiums
Line of Risk Written Assumed Ceded Betention
Motor car 27TR12T0E PLOS0GG646 PEEETR P38 131 476
Fire 16463617 L4685 745 76566 1427 736
Bonds 6 516,362 1. 246,528 HOE GT G959 223
Maring carpo 5 OER 304 1 76,5949 T.256, Tdh 2R 557
Mliscellmpeous 3416532 370,280 L6105 2. 176,311
P, 108 523 P17 iy 507 P17 416727 Pl A48 03

nis

Reinsurers’

Share of
Gross Claims Claims Net Claims
Liabilities* Liabilitics Liabilities
Fire P14, 780,664 P10.754.938 P4,025,726
Bonds 19,665,353 2,804,800 16,860,555
Marine cargo/aviation 407,500 41,155 Jah, 345
Motor car 6,097,147 51434 645,713
Miscellaneous 4,442,862 6,687 4,436,175
P45.393,526 P13.659.014 P31,734.512

*Freluding IENE
2004

Remnsurers’

share of
Giross Claims Claims MNet Claims
Liabilities® Liabilities Liabalities
Fire P4 581 4TA P26, 152 550 P22 430 925
Bonds 19 865 721 2B S0 |7 0092 |
Marnne l:-..'l,rg-u:nf:rl.fimh:rn 2T 6T 40D 2 300 TRy 26T 00
Motor car 20766 = 200, TG
Miscellaneous 3,583,547 I, 500, (M0 2083 547
PO, 1 20,909 P54.757.350 P44, 363,559

*Euwduig (FNR

Terms and Ooncditions

The major classes of general insurance written by the Subsidiary include motor, fire and
maring insurance. Risks under these policies usually cover a twelve-month duration,

For general insurance contracts, claim provisions (comprising of provisions for claims
reported by policyholders and IBNR) are established to cover the ultimate cost of selling
the liabilines in respect of claims that have occurmed and are esimated based on known
facts at the reporting date.
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The provisions are refined quarterly as part of a regular ongoing process as claims
expenence develops, certain elaims are settled and further ¢laims are reported.

The measurement process primarily includes projection of future claim costs through a
statistical projection technique. In certain cases, where there is a lack of reliable historical
data on which to estimate claims development. relevant benchmarks of similar business
are used in developing claims estimates. Claims provisions are scparatcly analyzed by
class of business. In addition, larger claims are usually separately assessed by loss
adjusters, The claims projection assumpiions are generally intended o provide a best
estimate of the most likely or expected outcome.

Key Assumpsions

The principal assumptions underlying the estimates made by the Subsidiary depend on
the past claim expericnce and industry levels. These include assumptions in respect o
average claims costs, inflation factor, claim number for cach accident year and handling
cosl. Judgment is used to assess the extent w0 which external factors such as judicial
decision and government legislation affect the estimares.

Kenxirivity Amalvsis

The General Insurance claims provision is sensitive (o the above key assumplions, The
sensitivity of certain assumptions such as legislative change, uncertainty in the cstimation
process, among others is not possible to quantify,

Claims Development Fable

The Subsidiary aims to maintain strong reserves in respect of its insurance business in
order to protect against adverse future claims expenience and developments. Amounts of
estimaic at the accident vear were based from adjusters’ report who handles major
accounts of the Subsidiary, usually for fire and marine claims. Other estimates are based
on reasonable approximation after doing thorough evaluation of reported claims.
Adjustments to actual claims versus the loss reserves are made in the year the uliimate
cost of claim becomes more certain. Reserves are either released or inereased depending
on the amount. In accordance with the claims development methodology descnibed
carlicr, the Subsidiary has come out with the following claims development table:

et Dimuremcr Contracl Linbilithes for 5815

Aecldeni Vewr Prisr ¥ ears L Ly LT HnE Tatad
Eabimunlc of siimale claimm

wasls ull Bk ol ol

scchdani year PLBIAEY  PATAMLLES  PROATENEE FIIDANTI4R  PETIIRSSI PRI IEESD
U e Lty 28 S i ALY lapes 4% 10,038,727 - POARATER
Towns pears baler LTI AL 16T [T . . AL O AL
Theee wess bisee 19,7040 wTean . - - T4
P wears ki ﬂ._“lll_ﬂ-l'.' ' ' . L | S T
Owrenl el e of

wumrlslive Clarsis I S 17 ETLan LAL K S5 18,283,727 AT MIE RS} (AR A Lk
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Hii0 =l

Accidenl Viear Pror Years k0] ol b TE] Il4 Total
Extimate of wllimale clams

wonskn il e ol oo sdonl

went PAT 102773 P15, 790, 726 R ] Pt B0 330 Pl&a06 450 P66 419
O year later 2 0, M1 TAXTAM 1 055 S0 04 BRT TR - G4 AED TER
Two yoars later 2R D 15,261 [Ed [ - - [ [
Theee ey Lt 20,4589 1) £4.040 - - - EE R
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Laahilwy recognured in tha
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Claims and benefits payable of P4539 million and PI02.12 million as ar
December 31, 2015 and 2014, respectively, includes an estimated IBNR of P3.00 million
and P2.50 mullion in 2015 and 2004, respectively. Recovenies from reinsurers amounted
to P13.66 million and P34, 76 million for 2015 and 2014, respectively, Henee, net claims
and benefits pavable as at December 31, 2005 and 2004 amounted o P31.73 mallion and
P47.37 million, respectively (see Mote 20).

Details of the net loss presented in the following table reflect the cumulative incurred
claims, including both claims notified and claims IBNE, for each successive accident
vear ab cach reporting date, together with the cumulative paymenits to date.

Ml Inuveranoy ['—“'_HI L-n.hre:lﬂ-

2011 and

Acchdent Vemr P Vemry i1 FUTE] 1ni4 s Tatal
Namimaiv of il b ollslm

wils. il et el ol

acyisdeni vear 1"l d&d Ha% 730, 108 FIL B 500 (gl R R ] Flud AR eGSR
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Thees yirars Baer 5 M 1.5 iy - s . (LA
Fouar vesaars sy 5418108 . - - : £
ek oxlemals ol

cemelative ¢luims 1, JET @ Nt kT 20618 TIN SENELE A0 3Te 4T
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et wear lased 157007 L [l ] M1 55 ' HLH5 35
Fwo vears laler 1,154, 12% [ il s . [ ]
Theee veurs Las 1367 136 . . . . .
Froa s b 6.5 13 2T . . [ . 5.5 10307
ek eximaiy of

semalaing clairs %10, 10T . 1, a0 04 N . FTRILET ]
Craarmlaiive paymens i date . . . 1,505 o et T R
Lishility iccognuied in s

sbxicrwnds of firosmecml

i P 10, 07 L 1,506, 0001 FrEOL632% PE6.606)  P4T 60 9%

Finangial Risk Management

The Group and the Parent Company’s risk management program is a confinuing,
proactive and systematic process that focuses on the identification and assecssment of
risks. To enable management to make strategic and informed decisions, the Group and
the Parent Company recognize the importance of an effective financial risk management

program.

Audited Financial Statements II_



AFS Financial Assels

Fair values are generally based upon quoted market prices. If the market prices are not
readily available, fair values are estimated using either values obtained from independent
partics offerning pricing services or adjusted quoted market prices of comparable
investments or using the discounted cash flow methodology. The market pnce reference
in determining the market values is derived from Philippine Dealings and Exchange
Corporation as at December 29, 2015,

The BOT adopted a number of policies to address these financial nsks and their effects
on financial performance. Risk management 15 carmied out by the Finance Department
and significant exposures are discussed in the BOT meetings.

Financial Instruments
Fair Valwes amd Carryding Amownt
The following methods and assumptions were used to estimate the fair value of cach
class of lnancial instrument:

Ei il Risl
The Group and the Parent Company are exposed to financial risk through its financial
assers and Fnancial liabilines. In particular, the key financial risk is that the procesds
from its financial asses are not sufficient to fund the obligations to the Group and the
Parent Company's members and policvholders. The most important components of these
financial risk are credit risk, liquidity risk and market risk.

" (Cash and cash oquivalents, loan receivables, premiums due and  insurance
receivables, other receivables amd other financial liabdlities - carrving amount
approximate fair values af reporting dates due to the relative shori-term maturitics of
these financial assets and hiabalities.

= Financial assets at FVPL and AFS financial assets - fair values are based on quoted
markct prices. Credic Risk

Credit risk is the risk that one party to a financial mstrument will fail to discharge an
* HTM investiments and loans receivables - the fair values are determined by obligation and cause the other party to incur a financial loss.
computing the present value of the expected future cash flows of the loans using the
predetermined market rate for similar instrumeni as discount rate. The Group and the Parent Company manage the level of credit risk it accepis through a
comprehensive credit nisk policy scming out the asscssment and determination of what
constitutes credit risk for the Group and the Paremt Company; setting up of exposure
limits by each counterparty or group of counterparties; right of offser where
counterpariics are both debiors and creduors; reporting of credit nisk exposures;
monitoring compliance with credit policy; and review of credit risk policy for pertinence
and changing environment.

Fair Value Hierarchy
The table below analyzes financial instruments carmied at fair value, by valuation method
as at December 31, 2005 and 2014, The different levels have been defined as follows:

= Level b quoted prices (unadjusted) in active markets for idemtical assetz or
liabilities,

In respoct of investment sccurtics, the Group and the Paremt Company sccurc

satisfactory credit quality by sctting maximum limits of portfolio sccuritics with a single

or group of issuers, excluding those securcd on specific assets and setting the minimum

ratings for the issuer,

= Level 20 inputs other than quated prices included within Level | that are observable
for the asset or liability, cither dircctly (i.c., as prices) or indircctly
(i.c., derived from prices).

*  Level 3; inputs for the assct or liability that are not based on observable market data
{unabservable inputs),

The Group and the Parent Company sct the maximum amounts and limits that may be
advanced tovplaced with individual corporate counterparties which are set by reference to
their long term ralings.

Consolidated
Level 1 Level 2 Level 3 Total Credit nisk exposure in respect of all other counterparties i1s managed by setting standard
Financial asse1s at FVPL business terms that are required to be met by all counterparties. Commissions due to
s P34, 190,007 P - P - PX4, 091,907 intermedianies are netted off against amounts receivable from them to reduce the nsk of
AFEE:'.“ l 34915424 . 915424 doubtful debts. The credit nsk in respect of member balances, incurred on nonpayment of
s financial assets i , : i i i i
St ') T - 3 167998 s 160971176 fees, will only persist during the grace period specified in the agreement.
2014 1.935.177.360 . 3,167,950 1.933.343.330 The Group and the Parent Company stnctly monitor the status of the Gnancial assets and
X regularly cvaluates the financial condition of the countcrpantics, provides the noccssary
Separate allowance to the extent of the amount deemed unrecoverable.
Level 1 Lewvel 2 Level 3 Tutal
Fimancial assets al FVPL
s P34 090,007 P - P - P4 190,907
4 14905424 . 14915424
AFS financial assets
NS 1.844,124,892 = JANH, D00 1,847,024 X972
204 1,550 962,504 - 3 (WK, 0080 1,554,962 504

There has been no ransfier between levels in 2005 and 20104,
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The table below summanzes the Group and the Parent Company's maximum ¢xposure to

credit risk for each elass of financial assets as at December 31¢

Consolidated
25 2014
Cash and cash equivalents® P1.737,603,583  PI1.248 634 664
Short-term investments - 1500, 00M), 000
HTM investments 1,562,074,020 1,478,000 864
Long-term invesimenis 20,0004, 00D -
Loans and reccivables:
Loan receivables 7, 787,321,529 7404, 610,110
Premiums duc and insurance reccivables®® 54,283,404 24,148 216
Oither receivables 78,902,841 78,225 388
Total P11,240,185377 P10383 628242
*Eocfwcing cosl o faed

**Erofudumg rednsumanee reoorermble on paid Aogser

The table below provides information regarding the credit guality of the Group and the
Parent Company by classifying assets according to the Group and the Parent Company’'s

credit ratings of counferpartics:
Consolidated
December 31, 2005
Meither Past Due nor [mpaired
Satisfuctlory  Unsatisfsctory Fust Dse Tutal
Cash amd cash Ltr.l'rl.'almlb" IF1,737, 603, 583 F - F - F1, 737,603 583
HI M myvestments 1,562, 074030 - = 1,562 074,02
Lomg-lerm imvesinenls 20, (R (R - - ERC TR
Loans and receivables:
I receivahles 6,928 REGATO - RER AXE 050 7.787.321.529
Fremiums due and insurance
recavahlbes*® 1 M5 - 51,273 448 54 283 404
{Hher recevables 284946858 4,795,470 15612715 TRNI2 B4
Tutal PRS0 068,693 P4, TE54TO POREI2LELS  PILZ4LIBSITG
*Evlwecling ook on lewd

**Erigfuclung rednamaned recorermile on npeid fosses

[ecember 31, 2014

Meither Past Due nor Impanced

Separate
2015 2014
Cash and cash cquivalenis® P1.708,040,012  P1,165925312
Short=term invesiments - 1 500, CHM O
HTM investments 1,493, 750,000 1410908 057
Long-term invesiments 20 00 (O -
Loans and recevables:
Loan receivables 7.787.321,529 7404610110
Premiums due and insurance receivables 2,631,837 1,106 874
Chther recervables T0,957.015 67 265 Q)
Total P11,082, 700,393  PLO 099 816 343
*Erglwcling oveide e Il

Satisfectory  Uliabisfactory Pat Dhac Tortal
Cash and cash cguivalenis* 11,248 634 004 P - | LI 1,248 634,604
Shawt-lenm mvestmenis 1 50,0 (HHE - - B 50 b
HTM invesimenis 1478 (WFR R4 - - 1 ATH D0 B
Loans and receivables.
Loan receivabhles 6,536, 724 03 - 56T BE6, 107 T A0 6010, 1 10
Premivms dus and imsummes
receavahles ** 16,280 02 - TRIR 514 24, 148216
CHher recevahbes S B56, TED = Z3.368 500 TE 225 15K
Tatal PO TRY 515,022 F - PO 113220 PIDRES AR 242
*Foedwalony covk en Boed
"I-hnlwﬁul: AN PP i r|n]'|..|r\..|I [T
S_C‘El.'ltt
December 31, 2015
Neither Past Db mor Dmpaired
Satisfactory  Unsatisfsctory Pasi [hee Tatal
Cnsh omdl cash egquivalenis® 1 TOE, 000 2 P - P - Pi1, 708,040,001 2
HTM invesimenis 1493, TS0 - - 1493750, (s
Long-term invesinenls 2l (MMM - = 200, (M)
Loians and recevables:
Lcan receivables 6928 XH6 4T - BEK 435050 TIRTA21.519
Premiums duwe and
siEraEnce neceryvihles 26N 8YTY = = 3 631,837
CHher receivahles SR 404 655 - 12462 360 TOAST MmN S
Toial P1o.211.802 985 P - PRTOEGTA10  P11.0S2, 700 303
g cavk e howd

Audited Financial Statements II



December 3. 2004

Meither PMasl Dhue nor lmpaired

Sabislaciory  Unsatisloctory Tzt e Total
Cash and cash cquivalenis® 1,165 925 312 P - " - Pl 165925 312
Shart-denm mvestments | SO0 CHE - 1 54 WK CW0
HTM™ invesiments AT R 05T - L AR08 057
Loans and reccivables:
Loan recevables 5,836,724 (Hi3 - 56T HE6, 107 TALLE10 )1
Freminns due and
isurance recervables (M - - 1.0k, 574
Oiher receivables AT 47 746 - 20208244 67 255 )
Taotal LI el ] P - PEEE 104,351 PO 199 816,343

= Kerfudimg canh on hand

The Group and the Parent Company use a credit rating concept based on the borrowers
and counterparties” overall creditworthiness, A satisfactory rating is given to borrowers
and counterpartics who possess strong to very strong capacity to meet their obligations in
accordance with the agreed terms and conditions and unsatisfactory rating to borrowers
and counterpartics who possess average capacity.

In accordance with the foregoing credit rating framework, the Group and the Parent
Company have arrived at the following analysis of financial assets that are past-due:

Consolidated
Dol 31 30T
A Laalish ol Flasaial Ll Tl Past Dt Pt D
Faul law beat e |sagdied [N ] aid
T BT S 125 j= 28 Sl BN e 5 e o 2 g Tepalimd I'einl
[T T
|eim revravabdes, PITLAMET FIF7ATLAH FILLIILETE PORRANT AN EETET IR PEE,TIT AN PR AL
Foamims S sl
maras e e CRETE ] B, Tk . 1 TH AL A48 TREANE  SLETEAE
ke socervsldo 1388 0 - AR A A A1 | LN R LY
Tatal Frha®T)ida Pl ia  FELFRRIE P bR Edi FrEasil, T FERLEITdd  FRIERELIE)
[iprmiban 11, 3014
A st of Fenecnl fuch Toonad Prast et Pant [ame
Fust Dy bt et bl Tt el sl
T2 Mos 17 i 24 s 1% o 16 Mow + - s | =pwand ligrazie] Tesial
Fitinias il et
(PRt U PLFL IS PEMIE PboRAINE I3 PRAAT PN ETT PIFTELGADD  PLET EEE |07
Fiisisiien dia and
T Ireniabies - - - - - THIENE TEMEI
R nreriabdn 2 17TE s? i | i s 90 - I LT T 108 11, LAE S
Tiosmal PULE 3] BB PHRE 10 54 FHEET] Jid MR TRLIAT Paids TET el PR Toh 357 [ M ple
Bt B, 150 F
Agr Aamehsh sl Fimembal Ao Tl Fard Doar Fasi D
Fasl D Beal @inl el el aml
Tl M [ERTRERTEEY B i S M oM Nl Imgaired I s I'sial
Fisia ial arewtn
1ram ngverevables FTSAIRAE  FIFTATL4H FIIEIILATE  FIFsSaT 48 P, THT, B34 FIad,TIT A% FRAA AN i
L P T (L. L . EASELELS LT 1, T T34 122 Sl
Twital Falsaiiase  F1¥TA00. 4 FlibdIaTe  Flesgorbaal Pt lig ALy FITAEIES8T? FETE T
Doty 111, 2814
Age Ay o | ausncil L asons Tl Past Dhar P [
Pl rmc kulﬂ | § ] =
Tl 2 Mioa B 2 s 240 Mk dow s i lagumad I Tomad
I e ] et
L recrevabios FERIIESE PR 2NN PRLEERL K% L3, T8, 052 PG BT PLET AR AR o B, Y
AT Aot LATD. 67 4407354 T e [LATER ) 3.5, 73 oL
Tosal FUILMLA  PIIESISFS  PTOA2LME  PI2STALISY  PREIET IS PIELTNT B PSR 10450

I igueichivy Risk

Liquidity or funding risk is the risk that an entity will encounter difficulty in raising
funds to meel commitments associated with financial instruments. Liquidity risk may
result from either the inability to sell financial assets quickly at their fair values; or
counterparties failing on repayment of contractual obligatons; or habilies failing due
for payment earlier than expected; or inability to generate cash inflows as anticipated.

The major liquidity nisk confronting the Group and the Parent Company 15 the daly calls
on its available cash resources in respect of claims from members and policyholders.

The Group and the Parent Company manage liquidity nsks through specifying a
minimum proporntion of funds to meet operational requirements; specifying the sources of
funding; concentration of funding sources: reporting of liquidity risk cxposures;
monitoring compliance with liquidity nsk pelicy, and reviewing the liquidity risk policy
for pertinence and changing covirommeni.

The Subsidiary also manages its liguidity by carcfully monitoring schedules of debt
servicing payments of long-term financial liabilities as well as cash outflows due on a
day-to-day business, Liquidity needs are monitored in various time bands, on a
day-to-day and week-to-week basis, as well as on the basis of a rolling 30-day projection.
Lomg=term Liquidity meeds for a six=month and one-year period are idenfied monthly.

The Subsichary maintaing cash o mect ws hqudity requirements for up o 60 days.
Excess cash is invested in time deposils or shor-term marketable secunies. Funding for
long-term bquidity needs 15 additionally secured by an adequate amount of commutted
eredit facilities and the ability 1o sell long-term financial assets.

The able below analyzes the financial assets and liabilitics of the Group and the Parent
Company into their relevant matunty groups using contractual undiscounted amounts
based on the remaining period af the reporting dates 1o their contractual matunies or
based on the estimated timing of the net cash outflows;

Consalidated
December 31, 2002
Nnde Lt i Year® 1-5 Wears  ver § Years Tatal
Caali and cash rqunﬂml'- £ PLTAS 47919 | - P - PL745. 479,91 %
Fimancial ssseis o FYEPL 34,191,97 - - 34000,M7
AFS financial ssseis & ¥ 169,977,776 - - 169977 776
HTM mvestmienls T T 00 DN G4 074020 T 1 O DR 1362074 020
Lomg-termy nvensnts 20, M (W - - 200 THHE
Lecan receivables - pet & 6, BE6 54 KRG SK1.329.071 169,727 826 TAH1T. 593,703
Fremiains due amd snsimame
receivables - me® U 40,004 572 9,146 551 4042 481 24 283 404
Cther receivables - nel 14 54, 252078 15,599,639 a TR T
Taotal Finamcial Asseis 11,125 238 045 1,251, 14%,101 AR TTOA0T 13278452 40
Claims and benelits payable 20 358,247,133 15,122,907 - 276 370,040
Acoounts pavable snd
acerued expenses** 18 420474754 1, 154,500 a 420659 244
Dhae B0 reneamers amd
ceding compansss 24 1412932 AGT 3T . 1 HED S
Funds held for reinsusers 20 1,141,850 - - 1,141 850
Dividends payable M T RIBATI a a TRINATI
Fesorve Tor refumd of
micrnbors” counly 17 1,659 4T Rl - - 1655 476 K.
Toial Finamcial Liabilitics 178 R4 g 19,774,873 - 174R 3AR ETY
Mot Liguidity PR A% 58,050 P12 AT420R PRS2, TT0L50T  PI051T, 113,586

- E'l.n'.hd.l.d_ll_ Fkai ioansy Fegoverable ow ampald fosdes
*# Ergduding povernmes? poyablen
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Irecember 31, 20014

Mg Ut Year® 1-3 Wiars Over & Yesrs Toial
Cashi and gash equivalants F LTI MG 04 [ | 1T, 506,045
Shol-Lerm i BvelEEils FEDECCIT ] - - 1 &), (0,0
Financusl ssseis s FYFL 3915424 - - 34015424
AFS hnancial assels t 1,554 962 504 - - 15548, 062, 504
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Marker Risk

Market nsk is the nsk that fair value or future cash flows of a financial instrument wall
fluctuate because of changes in market prices. Market nsk comprises three types of nsks:
curreney risk, inferest rafe nisk and price nsk.

Market risks arise from open positions in interest rate, currensy and equity prices, all of
which are exposed 1o general and specific market movements. The risk that the Group
and the Parent Company primarily face duc to the nature of its investments and liabilitics
1% price risk and interest rate nsk, respectively.

The following policics and procedures are in place to mitigate the Group and the Parent
Company’s cxposure 10 market risk:

*  Market risk policy which scts out the assessment and determination of what
constitutes market risk for the Group and the Parent Company. Compliance with the
policy is monitored and exposurcs and breaches are reported to the management
committee. The policy is reviewed regularly for pertinence and changes in the risk
EnVIFOIMEDL.

*  Agset allocation and portfolio limit structures are cstablished to ensure that assets
back specific liabilities.

*  Dhiversification benchmarks by type of instrument are established.

Crrrency Risk

Currency nisk is the nisk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates.

The Group and the Parent Company arc not significantly exposed to currency nisk having

nr material trransaction in foreign currency and financial assets or habilities denominated
in foreign currency.

fmrerest Rale Risk

The management of interest rate risk involves maintenance of appropnate blend of
financial instruments with consideration on the matrity profile of the security.
Exposures to interest rate risk comprise the following:
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The Group and the Parent Company are not significantly affected by changes in interest
rates because of is immaterial exposure on the revaluation of financial assets subject o
imteresl e risk.

Price Risk

The Group and the Parent Company’s price nsk exposure at vear-end relate to financial
assets whose values will fluctuate as a result of changes in market prices, principally,
listed equity secunities classified as FVPL and AFS financial assets.

Such investment securitics are subject to price risk due to changes in market values of
instruments arising from factors specific o individual instruments or their issuers or
factors affecung all instruments traded in ihe market.

The Group and the Parent Company”s markel nsk policy require it o manage such risks
by sctting and monitoring objectives and constraints on investmenis, diversificanon plan,
and limits on investment in each sector and market.

A 5% increase in stock prices would have increased carrying values of the investments of
the Group and the Parent Company by P27.42 million and P2896 million, and
PI1.32 mullion and P9.76 million as at December 31, 20015 and 2004, respecnively.
An ¢qual change in the opposite direction would have decreased the carrving values of
these investments by an equal but opposite amount,

In 2015 and 2014, the Group determined the reasonably possible change in Philippine
Stock Exchange Index based on the historical fluctuation of equity securitics the Group
holds as at the reporting date.

33, Capital Management Objectives, Policies and Procedures

Mamagement closely monitors the Group and the Paremt Company’s fumre and
contingent obligations and scts up required cash reserves as necessary in accordance with
internal palicies.

The Group and the Parent Company s capital management objechives are:

® o ensure the Group and the Parent Company’s ability to continue 48 a going coneern,
and

= o provide an adequate return to members and stakeholders by complying with the
capital requirements and limitation enforced by the IC and by aligning the Group and
the Parent Company’s operational strategy to its corporate goals.

The Group and the Paremt Company consider its entire equity as its capital. As at
December 31, 2015, there is no change in the capital management policy of the Group
and the Parent Company. The capital requirements and limitation are as follow:

Risk-Based Capital Reguivements

As per Insurance Commission Memorandum Circular (IMC) No. 11-2006, every mutual
benefit entity 15 annually required toe maintain a mimmum Risk Based Capital (RBC)
ratio of 100% and not to fail the wend test. RBC rato is computed using the formula
prescribed by the IC. The RBC requirement is determined afier considering the admitted
value of centain financial statement accounts whose final amounts can be determined only
after the examination by the IC. Failure to meet the minimum RBC ratio shall subject the
insurance company to the corresponding regulatory intervention which has been defined
at vanous levels.

It i
IMC Mo, T=2006 provides for the msk-hased capital framework for the non=life insurance
inclustry to establish the required amounts of capital to be maintained by the companics in
relation to their investments and insurance risks. Every non-life insurance company is
required annually to maintain a munimum EBC ratio of 1007 and not fail the trend test.
Failure 1o meet the minimum RBC ratio shall subject the insurance company 1o
corresponding regulatory intervention which has been defined at vanous levels.

The RBC ratio shall be calculated as net worth divided by the RBC requirement. Met
worth shall include the subsidiary’s paid-up capital. capital in excess of par, contributed
and contingency surplus and retained carmings. Bevaluation and fluctuation reserve
accounts shall form part of net worth only to the extent authorized by the 1C.

RBC requirement is calculated based on a formula contained in IMC 7-20086. Specific
instructions are provided for the computation of data that will be incorporated in the RBC
requirements. The RBC requirements classified instruments and insurance risks into:
Rl = Fixed Income Sccunties, B2 - Equily Secunnics, B3 - Credit Risk, B4 - Loss
Reserves and BS - Net Writien Premiums.

As at December 31, 2005 and 2004, the Paremt Company and the Subsidiary have
complied with the RBC ratio requirement bascd on their infernal computation.

The following able shows how the RBC ratie as caleulated by the Parent Company and
the Subsidiary:

Parent Company Subsilimry
s 2014 s 2004
Equity PIA1E476, 146 PX 114144470 P452.088,136 P510,26%,179
RBC requirgment 1,675,597,520 1,521,288 108 63,727,517 52.476,296
RBC ratio Pl L 205% TI0%, 0T 2%

The final amount of the RBC ratio can be determined only after the accounts have been
examined by the IC specifically as to admined and non-admitted asscts as defined under
the same code,
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Limisarion on Dividend Declaration

Secnon 201 of the Insurance Code provides that no domestie insurance corporation shall
declare or distribute dividends on itz outstanding stock unless it has met the minimum
paid-up capital and net worth requirements and except from profits attested in a swom
statement to the Commissioner by the president or treasurer of the corporanien to be
remaining on hand afier refaining unimpaired:

= the entire paid-up capital stock;

= the margin of solvency required;

= the legal reserve fund required; and
sum sufficient to pay all net losses reported. or in the course of settlement, and
all liabilities for expenses and taxes.

The Group and the Paremt Company complicd with the above limitation on dividend
declaration.

Ner Warrth Reguirements
Under the Insurance Code, every insurance company doing business in the Philippines is
required to comply with the following net worth requirements:

Met Worth Compliance Date
PS50, 000, (M0 On or before December 31, 2016
CRID, MM, (MM O or before December 31, 2019
1, 3040, CHM0 (MK On or before December 31, 2022

As at December 31, 2005 and 2014, the Subsidiary complied with the Net Worth
requirement of the 1C.

Being a mutual benefit association, the above requirement is nod applicable to the Parent
Company.

b. Operating Leases - Group and the Parent Company as Lessee

The Group and Parent Company lease the premises of iz regional offices with
various maturities that are remewable wnder certain terms and conditions, Rental
expense amounted o P10 pullion and PE34 millien m 20135 and 2014,
respectively, in the consolidated financial statements and P4.71 million and
P7.99 million, respectively, in the separate financial statements and is shown as part
of the “General and administrative expenses” account in the consolidated and
separate profit and loss (sec Note 26).

The basic lease period ranges from one (1) o five (5) vears. Most of the lease
agrecments contain rencwal options which provide for the right to extend the leasc
for varying periods at terms agrecable with the lessors,

The future minimum lease payments under non-cancellable operating leases are as

follow:
Consalidated Separile
205 2014 s 2014
Mot later than one vear P00, 9 56 FLOTRT9  PLINSS3G P2.073, T
Laner tham cne voar and mon kuer
than five years GE] R42 262 J0H GHI R4 2, e
Talal P2 GHT, TR 2 336,107 P GHT TTH P2 %36, 107

3. Lease Commitments

a. Operating Leases - Group and the Parent Company as Lessor

The Group and the Parent Company have entered into various lease agreements on its
investment propertics which it considers as operating Iease. These have remaining
terms ranging from one (1) to twenty-one years. The lcase may be renewed under
mutually acceptable terms and conditions.

Future minimum rental income as ot December 31, 2005 and 2014 are as follow:

Comsolilated Separate
i% 2004 als 2al4
Mol later than ome year P49, 781 588 17,761,674 P48.512,553 Pl 492, 18T
Lader tham one vear and mot
laker than five years 149,279,932 153,084,773 149279932 |51475773
More than live years LSRR RTLTOT - 2035 873797 =
Tatal FELIS4 935317 PFlo0846447  PRLISY,GRG.INE  P15T.907 960

Total remal income in 2015 and 2014 amounted w P47.87 mllion and
P29.01 million, respectively, in the consolidated financial statements and P46.57
million and P27.74 million, respectively, in the separate financial statcmenis,

35, Supplementary Information Required Under Revenne Regulation No. 15-2010 of the
Bureau of Internal Revenue (BIR)

In addition o the disclosurcs mandated under PFRS, and such other standards and/or
conventions as may be adopted, companics are required by the BIR o provide in the
noes to the separate financial statements, certain supplementary information for the
laxable vear. The amwounts relating o such supplementary  information may mol
necessarily be the same with those amounts disclosed in the separate financial statemenis
which were prepared in accordance with PFRS. The following are the Parent Company’s
tax information required for the axable vear ended December 31, 2015:

A, VAT
2015
1. Ourput VAT P6,266,919
Accowni title wxed:
Basis of the Output VAT:
Vatable sales P52,224,323
Exempt sales -
Zero rated sales -
P51,224 323
2. Input VAT
Beginning of the vear P&a77.201
Current year's domestic purchascs:
o, Serviees lodged under cost of goods sold 321,674,639
Claims for tax eredit'refund and other adjustments (5,866,261 )
Balance at the end of the vear P17.465,649
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B, Withholding Taxes

2015
Tax on compensation and benefits P52,0M3,540
Expanded withholding taxes 23,575,108

Final withholding taxes 52,269

P75,720,917

C. Al Other Taxes (Local and National)

(hther raxes paid during the year recognized under
“Taxes and licenses ™ account under General and
Administrative Expenses
F.cal csiale (axcs Fd.420,840
License and permit fees 421,734
Others 24,967 K75

P29.810,44%

D Decumentary Stamp Tax

On loan instruméents
On shares of stocks
On others

E. Tax Cases and Tax Assessmenis

The Parent Company has no pending litigation or tax cases.
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