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ALSONS INSURANCE AND REINSURANCE

— — BROKERS CORPORATION

Makati : G/F Alsons Bldg., 2286 Pasong Tamo Extn. Makati City
Davao : Suite A302 Plaza de Luisa Complex, R Magsaysay Ave., Davao City

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

SECURITIES AND EXCHANGE COMMISSION
Secretariat Building, PICC Complex, Roxas Boulevard,
Pasay City

The management of Alsons Insurance and Reinsurance Brokers Corporation is responsible for
the preparation and fair presentation of the financial statements including the schedules attached
therein, for the years ended December 31, 2023 and 2022, in accordance with the prescribed
financial reporting framework indicated therein, and for such internal control as management
determines is necessary to enable the preparation of financial statemenis that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or cease operations, or has no realistic alternative but to do so.

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

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

Sycip, Gorres, Velayo & Co., the independent auditors appointed by the stockholders, has
audited the financial statements of the company in accordance with Philippine Standards on

Auditing, and in its report to the stockholders, has expressed its opinion on the fairness of
presentation upon comjpjetion of such audit.
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders

Alsons Insurance and Reinsurance Brokers Corporation
G/F, Alsons Building

2286 Chino Roces Extension, Makati City

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Alsons Insurance and Reinsurance Brokers Corporation (the
Comipany), which comprise the statements of financial position as at December 31, 2023 and 2022, and
the statements of comprehensive income, statements of changes in equity and statements of cash flows for
the years then ended, and notes to the financial statements, including material accounting policy
information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2023 and 2022, and its financial performance and its cash
flows for the years then ended in accordance with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Company in accordance
with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics) together with the
ethical requirements that are relevant to our audit of the financial statements in the Philippines, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the Code of
Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Responsibilitics of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with PFRSs, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or
ErTor.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concemn basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

ARSI
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements,

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

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclesures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concem.

¢ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
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Report on the Supplementary Information Required Under Revenue Regulations 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information required under Revenue Regulations 15-2010 in Note 20 to
the financial statements is presented for purposes of filing with the Bureau of Internal Revenue and is not
a required part of the basic financial statements. Such information is the responsibility of the
management of Alsons Insurance and Reinsurance Brokers Corporation. The information has been
subjected to the auditing procedures applied in our audit of the basic financial statements. In our opinion,
the information is fairly stated, in all material respects, in relation to the basic financial statements taken
as a whole.

SYCIP GORRES VELAYO & CO.

lenda C. Anisco-Nifio
Pariner
CPA Certificate No. 114462
Tax Identification No. 225-158-629
BOA/PRC Reg. No. 0001, April 16, 2024, valid until August 23, 2026
BIR Accreditation No. 08-001998-151-2022, November 7, 2022, valid until November 6, 2025
PTR No. 10079897, January 3, 2024, Makati City

April 18, 2024
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ALSONS INSURANCE AND REINSURANCE BROKERS CORPORATION
STATEMENTS OF FINANCIAL POSITION

December 31
2023 2022

ASSETS
Current Assets
Cash (Note 5) 230,434,518 P45,789,200
Trade and other receivables (Notes 6 and 11) 2,212,065 1,530,301
Prepayments 57,332 417,587
Total Current Assets 38,704,055 47,737,088
Noncurrent Assets
Financial assets at fair value through other comprehensive

income (Notes 7 and 11) 26,634,632 38,472,246
Property and equipment (Note 8) 908,899 1,132,977
Computer software (Note 9) 29,226 116,904
Deferred tax assets - net (Note 17) 501,545 -
Refundable deposit 260,903 260,903
Total Noncurrent Assets 28,395,205 39,983,030
TOTAIL ASSETS P67,099,260 £87,720,118
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Notes 10 and 11) £36,023,805 ®51,151,667
Income tax payable 1,091,200 -
Total Current Liabilities 37,115,605 51,151,667
Noncurrent Liabilities
Net pension lizbility (Note 16) 1,334,068 804,527
Deferred tax liabilities - net (Note 17) - 252,280
Other noncurrent liabilities 877,689 877,689
Total Noncurrent Liabilities 2,211,757 1,934 496
Total Liabilities 39,326,762 53,086,163
Equity
Capital stock (Note 12) 47,827,300 47,827,300
Treasury stock (Note 12) (4,200) (4,200}
Accumulated remeasurement gain on defined

benefit obligation (Note 16) 2,294,166 2,382,578
Reserve on fluctuation on financial assets at fair value through

other comprehensive income (Note 7) (40,796,837) {28,959,223)
Retained earnings (Note 12) 18,452,069 13,387,500
Total Equity 27,772,498 34,633,955
TOTAL LIABILITIES AND EQUITY £67,099,260 £87,720,118

See accompanying Notes to Financial Statements.
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ALSONS INSURANCE AND REINSURANCE BROKERS CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31
2023 2022
REVENUE FROM CONTRACTS WITH CUSTOMERS
Commission income (Note 13) £59,522,579 B50,367,477
COSTS AND EXPENSES
Direct costs (Note 14) 19,412,587 16,883,280
General and administrative expenses (Note 15) 13,166,656 12,258,032
32,579,243 29,141,312
OTHER INCOME/(EXPENSE)
Foreign exchange gain (loss) - net (1,301,059) 4477352
Dividend income 986,468 986,468
Interest income (Note 5) 362,401 16,045
77,810 5,479,865
INCOME BEFORE INCOME TAX 27,021,146 26,706,030
PROVISION FOR INCOME TAX (Note 17) 6,286,577 6,429,089
NET INCOME 20,734,569 20,276,941
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be recycled to profit or loss:
Change in fair value of financial assets at fair value through
other comprehensive income (Note 7) (11,837,614) (20,715,824)
Remeasurement gain (loss) on defined benefit
obligation (Note 16) (117,884) 748,369
Tax effect (Note 17) 29,472 (187,092}

(11,926,026)

(20,154,547

TOTAL COMPREHENSIVE INCOME

P8,808,543

£122,394

See accompanying Notes to Financial Statements.
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ALSONS INSURANCE AND REINSURANCE BROKERS CORPORATION

STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

Reserve on
Fluctuation on
Financial Assets at

Accumulated Fair Value
Remeasurcment Through Other
Gain on Defined Comprehensive
Capital Stock Treasury Stock Benefit Obligation Income Retained Earnings
(Note 12) (Note 12) (Note 16) {Note 7Y {Nate 12) Total
As at January 1, 2023 P47,827,300 (B4.200) $2,382,578 (P28,959,223) £13,387,500 P34,633,955
Net income - - - - 20,734,569 20,734,569
Other comprehensive income (loss) — — (88.412) (11,837,614) — (11,926,026)
Total comprehensive income (loss) - - (88.412) (11,837,614) 20,734,569 8,808,543
Dividends declared (Note 12) — — — — {15,670,000) (15,670,000)
As at December 31, 2023 P47,827,300 (R4,200) £2,294.166 (R40,796,837) P18,452,069 £27,772,498
As at January 1, 2022 P47,827,300 (B4.200) P1,821,301 (P8,243,399) P11,849,359 53,250,361
Net income - - - - 20,276,941 20,276,941
Other comprehensive income (loss) - - 561,277 {20,715,824) - (20,154,547
Total comprehensive income (loss) - - 561,277 (20,715,824) 20,276,941 122,394
Dividends declared (Note 12) - - — - (18.738.8000 (18,738,800)
As at December 31, 2022 £47,827,300 (B4,200) £2,382,578 (£28,959,223) £13,387.500 P34,633,055

See accompanying Notes to Financial Statements.
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ALSONS INSURANCE AND REINSURANCE BROKERS CORPORATION

STATEMENTS OF CASH FLOWS

Years Ended December 31
2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 227,021,146 B26,706,030
Adjustments for:
Dividend income (986,468) (986,468)
Depreciation and amortization (Note 8 and Note 9) 579,190 614,416
Net movement in pension liability (Wote 16) 411,657 460,793
Unrealized foreign exchange loss (gain) 399,449 (1,618,267)
Interest income (Note 5) {392,401) (16,045)
Operating income before working capital changes 27,032,573 25,160,459
Decrease (increase) in:
Trade and other receivables (681,704) 564,607
Prepayments 360,055 244631
Decerease in trade and other payables: (15,127,862) (9,529,238)
Net cash from operations 11,583,062 16,440,459
Income taxes paid, including final taxes on interest income (5,979,730) (6,326,612)
Dividends received 986,468 986,468
Interest received 392,401 16,045
Net cash provided by operating activities 6,982,261 11,116,360
CASH FLOWS FROM INVESTING ACTIVITY
Acquisitions of property and equipment (Note &) (267,434) {985,388)
CASH FLOWS FROM FINANCING ACTIVITY
Payment of dividends {(Note 12) {15,670,000) (18,738.800)
EFFECT OF EXCHANGE RATE CHANGES ON CASH (399,449; 1,618,267
NET DECREASE IN CASH (9,354,682) (6,989,561)
CASH AT BEGINNING OF YEAR 45,789,200 52,778,761
CASH AT END OF YEAR (Note 5) P36,434,518 P45,789,200

See accompanying Notes to Financial Statements.
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ALSONS INSURANCE AND REINSURANCE BROKERS CORPORATION

NOTES TO FINANCIAL STATEMENTS

I.

Corporate Information and Authorization for the Issuance of the Financial Statements

Corporation Information
Alsons Insurance and Reinsurance Brokers Corporation (the Company) was incorporated and

registered with the Philippine Securities and Exchange Commission (SEC) on December 14, 1972 to
engage in the business of insurance and reinsurance brokerage of life and non-life insurance. The
Company 1s a holder of a brokerage license from the Philippine Insurance Commission (IC}.

On April 15, 2021, the Board of Directors (BOD) approved to change the Company’s corporate name
from “Alsons Insurance Brokers Corporation” to “Alsons Insurance and Reinsurance Brokers
Corporation”. On November 24, 2021, the Philippine SEC approved the amended articles of
incorporation and by-laws.

On August [0, 2023, the Board of Directors (BOD) approved to change the Company’s corporate
primary purpose to “To act as insurance and reinsurance brokers of life and non-life insurance
companies, and as brokers of prepaid group practice health care delivery system or health
maintenance organization (HMQO) companies and such, engage in the solicitation, negotiation, or
procurement of any insurance contract, place risk or take out insurance, or HMO contract or health
care agreement; and, generally, engage in die business of insurance, reinsurance and guaranty in any
and all branches to the extent permitted by law, for a consideration or any compensation, commission
or other thing of value.” On February 15, 2024, the Philippine SEC approved the amended articles of
incorporation and by-laws.

The registered office address of the Company is Alsons Building, 2286 Chino Roces Avenue, Makati
City.

Authorization for the Issuance of the Financial Statements
The accompanying financial statements were authorized for issue by the Company’s BOD on
April 18, 2024,

Changes in Accounting Policies and Disclosures

New Standards, Interpretations and Amendments
The accounting policies adopted are consistent with those of the previous financial year, except for

the adoption of new standards effective in 2023, The Company has not early adopted any standard,
interpretation or amendment that has been issued but is not yet effective,

Unless otherwise indicated, adoption of these new standards did not have an impact on the financial
statements of the Company.

¢ Amendments to PAS 1 and PFRS Practice Statement 2, Disclosure of Accounting Policies

» Amendments to PAS 8, Definition of Accounting Estimates

e Amendments to PAS 12, Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

¢ Amendments to PAS 12, International Tax Reforim — Pillar Two Model Rules

AT



Standard Issued but not vet Effective

Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the
Company does not expect that the future adoption of the said pronouncements will have a significant
impact on its financial statements. The Company intends to adopt the following pronouncements
when they become effective.

Effective beginning on or after January 1, 2024

*  Amendments to PAS 1, Classification of Liabilities as Current or Non-current, Liabilities with
Covenants

» Amendments to PFRS 16, Lease Liability in a Sale and Leaseback

¢ Amendments to PAS 7 and PFRS 7: Disclosures: Supplier Finance Arrangements

Effective beginning on or after January 1, 2025
o PFRS 17, Insurance Contracts
* Amendments to PAS 21, Lack of exchangeability

Deferred effectivity
¢ Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution
of Assets between an Investor and its Associate or Joint Venture

Material Accounting Policy Information

Basis of Preparation

The financial statements of the Company have been prepared on a historical cost basis and are
presented in Philippine Peso (), the Company’s functional and presentation currency except for
financial assets at fair value through other comprehensive income (FVOCI) that has been measured at
fair value. All amounts are rounded to the nearest peso unless otherwise indicated.

Statement of Compliance
The accompanying financial statements of the Company have been prepared in compliance with

Philippine Financial Reporting Standards (PFRS).

The Company qualifies as a medium-sized entity in accordance with PFRS for Small and Medium-
sized entities (PFRS for SMEs) which was adopted by the Philippine Financial Reporting Standards
Council and Philippine SEC on October 13, 2009 and December 3, 2009, respectively. However, the
Company availed of the exemption from adopting PFRS for SMEs as allowed by the Revised SRC
Rule 68 on the basis that it is a holder of a secondary license issued by the Philippine Insurance
Commission that is required to present financial statements in accordance with full PFRS. As such,
the Company prepared its financial statements under full PFRS.

Fair Value Measurement

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

e In the principal market for the asset or liability; or
¢ In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Company.

UMD
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The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.

Financial assets

The fair value for financial instruments traded in active markets at the end of the reporting period is
based on their quoted market price or dealer price quotations (price between the bid and ask spread),
without any deduction for transaction costs. When current market prices are not available, the price
of the most recent transaction provides evidence of the current fair value as long as there has not been
a significant change in economic circumstances since the time of the transaction. For all other
financial instruments not listed in an active market, the fair value is determined by using appropriate
valuation techniques. Valuation techniques include net present value techniques, comparison to
similar instruments for which market observable prices exist, option pricing models, and other
relevant valuation models.

Nonfinancial assels

A fair value measurement of a nonfinancial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

For assets and liabilities that are recognized in the financial statements on a recuiring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Fair value hierarchy

The Company uses the following hierarchy for determining and disclosing the fair value of financial

assets by valuation technique:

» Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities

e Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

e Level 3: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is uncbservable

At each reporting date, management analyses the movements in the values of assets and liabilities
which are required to be re-measured or re-assessed as per the Company’s accounting policies, For
this analysis, management verifies the major inputs applied in the latest valuation by agreeing the
information in the valuation computation to contracts and other relevant documents with relevant
external sources to determine whether the change is reasonable.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities
on the basis of the nature, characteristics and risks of the asset or liability and the level of the fair
value hierarchy,

Financial Instruments

Financial assets

Initial recognition and measurement

At initial recognition, financial assets are classified as and measured at amortized cost, FVOCI, and
fair value through profit or loss (FVTPL). The classification at initial recognition depends on the
contractual cash flow characteristics of the financial assets and the Company’s business model for
managing them. The initial measurement of financial assets, except for those classified as FVTPL,
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includes the transaction cost. The exception is for trade receivables that do not contain a significant
financing component. These are measured at the transaction price determined under PFRS 15,
Revenue from Contracts with Customers.

In order for a financial asset to be classified and measured at amortized cost or FVOCI, it needs to
give rise to cash flows that are solely payments of principal and interest (SPPI) on the principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at instrument
level. The Company’s business model for managing financial assets refers to how it manages its
financial assets in order to generate cash flows. The business model determines whether cash flows
will result from collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place are recognized on the trade date, i.¢., the date that the
Company commits to purchase or sell the asset.

Subsequent measurement
Subsequent to initial recognition, the Company classifies its financial assets in the following

categories:

e  Amortized cost
e FVTPL

e FVOCI

o with recycling of cumulative gains and losses (debt instruments)
o with no recycling of cumulative gains and losses upon derecognition (equity instruments)

Financial assets at amortized cost (debt instrumentis)

The Company measures financial assets at amortized cost when:

o The financial asset is held within a business model with the objective to hold these and collect
contractueal cash flows; and

» The contractual terms of the financial asset give rise, on specified dates, to cash flows that are
SPPIL

Financial assets at amortized cost are subsequently measured using effective interest rate (EIR)
method and are subject to impairment. Gains and losses are recognized in profit or loss when the
asset is derecognized, modified or impaired.

The Company’s financial assets include cash in banks and trade and other receivables.

Financial assets at FVOCI (debt instruments)

The Company measures debt instruments at fair value through OCI if both of the following

conditions are met:

¢ The financial asset is held within a business model with the objective of both holding to collect
contractual cash flows and selling; and

» The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and
impairment losses or reversals are recognized in profit or loss and computed in the same manner as
for financial assets measured at amortized cost. The remaining fair value changes are recognized in
OCI. Upon derecognition, the cumulative fair value change recognized in OCI is recycled to profit or
loss.

IR RI
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The Company does not have any debt financial assets at FVOCIL

Financial assets designated at fair value through other comprehensive income (Equity Instruments)
Upon initial recognition, the Company can elect to classify irrevocably its equity investments as
equity instruments designated at FVOCI when they meet the definition of equity under PAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on
an instrument-by-mstrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are
recognized as other income in profit or loss when the right of payment has been established, except
when the Company benefits from such proceeds as a recovery of part of the cost of the financial asset,
in which case, such gains are recorded in OCIL. Equity instruments designated at FVOCI are not
subject to impairment assessment.

The Company elected to classify irrevocably its listed equity investments under this category
(included under “Financial assets at fair value through other comprehensive income” account).

Financial assels at fair value through profit or loss

Financial assets at FVTPL) include financial assets held for trading, financial assets designated upon
initial recognition at fair value through profit or loss, or financial assets mandatorily required to be
measured at fair value. Financial assets are classified as held for trading if they are acquired for the
purpose of selling or repurchasing in the near term.

The Company does not have financial assets at FVTPL as of December 31, 2023 and 2022.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognized (i.e., removed from the Company’s statement of financial
position) when, and only when:

e The rights to receive cash flows from the asset have expired,;

* The Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a 'pass-through
‘arrangement; or

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

Impairment of financial assets

The Company recognizes an allowance for expected credit losses (ECLs) for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flows that the Company expects to
receive, discounted at an approximation of the original effective interest rate. The expected cash
flows will include cash flows from the sale of collateral held or other credit enhancements that are
integral to the contractual terms. ECLs are recognized in two stages. For credit exposures for which
there has not been a significant increase in credit risk since initial recognition, ECLs are provided for
credit 1osses that result from default events that are possible within the next 12-months (a 12-month
ECL). For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining life of
the exposure, irrespective of the timing of the default (a lifetime ECL).
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For trade receivables and contract assets, the Company applies a simplified approach in calculating
ECLs. Therefore, the Company does not track changes in credit risk, but instead recognizes a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or joss, loans and borrowings, payables, or as derivatives designated as hedging instruments in
an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable transaction costs.

The Company’s financial liabilities include trade and other payables.

Subsequent measurement

Financial liabilities at fair value through profit or loss (FVTPL)

Financial liabilities at FVTPL include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments entered
into by the Company that are not designated as hedging instruments in hedge relationships as defined
by PFRS 9. Separated embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments,

Gains or losses on liabilities held for trading are recognized in profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are
designated at the initial date of recognition, and only if the criteria in PFRS 9 are satisfied. The
Company has not designated any financial liability as at fair value through profit or loss.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the
liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortization is included as finance costs in
profit or loss.

Derecognition

A financial liability (or part of a financial liability) is derecognized when the obligation under the
liability is discharged or cancelled or expires. When an existing financial liability is replaced by
another from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in profit or loss.
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Property and Equipment
Property and equipment are stated at cost less accumulated depreciation and amortization and any

impainment in value,

The initial cost of property and equipment comprises its purchase price, including taxes and any
directly attributable costs of bringing the asset to its working condition and location for its intended
use. Expenditures incurred after the property and equipment have been put into operation, such as
maintenance and repairs, are normally charged to income in the period the costs are incurred. In
situations where it can be clearly demonstrated that the expenditures have resulted in an increase in
the future economic benefits expected to be obtained from the use of an item of property and
equipment beyond its originally assessed standard of performance, the expenditures are capitalized as
an additional cost of property and equipment.

Depreciation and amortization are calculated on a straight-line basis over the estimated useful lives of
the assets as follows:

Years
Transportation equipment 5-6
Office fumiture, fixtures and equipment 2-5

Leasehold improvements are amortized over five (5) years or the term of the lease, whichever is
shorter.

The assets’ residual value, useful lives, estimated useful lives and depreciation and amortization
method are reviewed periodically to ensure that the period and method of depreciation and
amortization are consistent with the expected pattern of economic benefits from items of property and
equipment.

Fully depreciated assets are retained in the accounts until they are no longer in use and no further
depreciation are credited to or charged against current operations.

When property and equipment are sold or retired, their cost, accumulated depreciation and
amortization, and any impairment in value are eliminated from the accounts and any gain or loss
resulting from their disposal is included in profit or loss.

Computer Software

Computer software pertains to software licensing costs acquired separately and are measured at cost
on initial recognition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and accumulated impairment losses. Acquired computer software licenses
are capitalized on the basis of the costs incuired to acquire and bring them to use.

Computer software is amortized using the straight-line method over five years, the estimated finite
useful life of the software. The amortization of computer software is included under “Depreciation
and amortization” account.

Impairment of Nonfinancial Assets
This accounting policy applies primarily to the Company’s property and equipment and other assets,

The Company assesses at each reporting date whether there is an indication that an asset may be

impaired. If any such indication exists, the Company makes an estimate of the asset’s recoverable
amount. An asset’s recoverable amount is calculated as the higher of an asset’s or cash-generating
unit’s fair value less cost to sell and its value in use or its net selling price and is determined for an
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individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or group of assets. Where the carrying amount of an asset exceeds the recoverable
amount, the asset is considered impaired and is written down to its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessment of the time value of money and the risks specific
to the asset. Impairment losses are recognized in profit or loss.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If any such indication
exists, the Company makes an estimate of the recoverable amount. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to determine the
asset’s recoverable amount since the last impairment loss was recognized. If that is the case, the
carrying amount of the asset is increased to its recoverable amount. That increased amount cannot
exceed the carrying amount that would have been determined, net of depreciation and amortization,
had no impairment loss been recognized for the assets in prior years.

Equity
Capital stock
Capital stock is measured at par value for all shares issued and outstanding.

Treasury stock

Treasury stock is recorded at cost and is presented as a deduction from equity. When the shares are
retired, the capital stock account is reduced by its par value and the excess of cost over par value is
debited to additional paid-in capital to the extent of the specific or average additional paid-in capital
when the shares were issued and to retained earnings for the remaining balance.

Retained earnings

Retained camings represent accumulated earnings or losses of the Company, effects of any change in
accounting policy and other adjustments affecting the account such as dividends declared. The
Company’s BOD declares dividends from the unappropriated portion of its retained earnings.

Other Comprehensive Income
Other comprehensive income comprises of items of income and expense that are not recognized in

profit or loss for the year in accordance with PFRS. Other comprehensive income of the Company
pertains to remeasurements comprising actuarial gain or loss on defined benefit obligation and
changes in fair value of financial assets at fair value through other comprehensive income.

Short-term [eases

The Company applies the short-term lease recognition exemption to its short-term leases of office
spaces (i.e., those leases that have a lease term of 12 months or less from the commencement date and
do not contain a purchase option). Lease payments on short-term leases is recognized as expense on a
straight-line basis over the lease term.

Retirement Cost

The Company has a funded, noncontributory retirement plan, administered by a trustee, covering its
regular employees. Retirement cost is actuarially determined using the projected unit credit method.
This method reflects service rendered by employees to the date of valuation and incorporates
assumptions concerning employees’ projected salaries.
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Defined retirement cost comprises of the following:

a. Service cost

b. Net interest on the net defined benefit liability or asset
¢. Remeasurement of net defined benefit liability or asset

Service costs which include current service cost, past service cost and gains or losses on non-routine
settlements are recognized as expense in profit or loss. Past service cost is recognized when plan
amendment or curtailment occurs. Past service costs are recognized in profit or loss on the earlier of
the date of the plan amendment or curtailment and the date that the Company recognizes related
restructuring costs.

These amounts are calculated periodically by independent qualified actuaries.

Net interest on the net defined benefit liability is the change during the period in the net defined
benefit liability that arises from the passage of time which is determined by applying the discount rate
used to measure the defined benefit liability at the beginning of the annual period to the then net
defined benefit liability. Net interest on the net defined benefit liability is recognized as part of net
benefits cost in profit or loss.

Remeasurements comprising actuarial gains and losses and return on plan assets {excluding net
interest on net defined benefit Hability) are recognized immediately in OCI in the period in which
they arise. Remeasurements are not recycled to profit or loss in subsequent periods.

Past service cost, if any, is recognized immediately in profit or loss, unless the changes to the pension
plan are conditional on the employees remaining service for a specified period of time {the vesting
period). In this case, the past service cost is amortized on a straight-line basis over the vesting period.

Plan assets are assets that are held by a bank-administered employee benefit fund. Plan assets are not
available to the creditors of the Company, nor can they be paid directly to the Company. Fair value
of plan assets is based on market price information. When no market price is available, the fair value
of plan assets is estimated by discounting expected future cash flows using a discount rate that
reflects both the risk associated with the plan assets and the maturity or expected disposal date of
those assets (or, if they have no maturity, the expected period until the settlement of the related
obligations). If the fair value of the plan assets is higher than the present value of the defined benefit
obligation, the measurement of the resulting defined benefit asset is limited to the present value of
economic benefits available in the form of refunds from the plan or reductions in future contributions
to the plan.

The net pension asset or liability recognized by the Company in respect of the defined benefit plan is
the present value of the defined benefit obligation at the reporting date less the fair value of the plan
assets, together with adjustments for past service costs that shall be recognized in later periods. The
present value of the defined benefit obligation is determined by discounting the estimated future cash
inflows using long term government bond risk-free interest rates that have terms to maturity
approximating the terms of the related pension liability.

Revenue Recognition

Revenue from contracts with customers is recognized when control of the goods or services is
transferred to the customer at an amount that reflects the consideration to which the Company expects
to be entitled in exchange for those goods and services. The Company has generally concluded that it
is acting as an agent in its revenue arrangements because it does not control the specified goods or
services before these are transferred to the customer. Therefore, the Company’s revenue is the net
amount of consideration that the Company retains after paying the other party the consideration
received in exchange for the goods or services to be provided by that party.
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Comimission income

Commission income is generally recognized at a point in time upon collection of premiums from the
policyholders based on the underlying insurance policy. Premium due from insured are collectible by
the Company for the account of the insurer and are remittable to them within the credit term.
Premiums payable to insurance companies pertain to premiums collected from policyholders but not
yet remitted to insurance companies.

The Company has determined that the placement of an insurance policy, collection of premiums from
policy holders and remittance of these collections to insurance companies are considered as a single
distinct performance obligation as these represent a combined output provided by the Company to
insurance companies and the Company would not be able to satisfy its performance obligation by
transferring each of the services independently.

Other Revenues (outside the scope of PFRS 13)
Dividend income
Dividend income is recognized when the right to receive the payment is established.

Interest income
Interest income is recognized as it accrues, taking into account the effective yield on the asset,

Direct Costs
Direct costs are charged against operations in profit or loss when incurred.

General and Administrative Expenses

General and administrative expenses constitute costs of administering the business. These are
recognized as expenses when incurred.

Foreign Currency Transactions

The Company determines its functional currency and items included in the financial statements are
measured using that functional currency. Transactions denominated in foreign currencies are initially
recorded in Philippine Peso at exchange rate prevailing at the reporting date. Foreign currency-
denominated monetary assets and liabilities denominated in foreign currencies are retranslated at the
exchange rate prevailing at the reporting dates. Foreign exchange differentials between transaction
rate and rate at settlement date or reporting date of foreign-currency denominated monetary assets and
liabilities are credited to or charged against operations for the year. For income tax reporting
purposes, foreign exchange gains or losses are treated as taxable income or deductible expenses in the
peried such are realized.

Taxes

Current income tax

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

Current income tax for current and prior periods, shall, to the extent unpaid, be recognized as a
liability in the statement of financial position. If the amount already paid in respect of current and
prior period exceeds the amount due for those periods, the excess paid in respect of current and prior
periods exceeds the amount due for those periods, the excess shall be recognized as an asset in the
statement of financial position.
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Deferred income tax

Deferred income tax is provided using the balance sheet liability method on temporary differences at
the reporting date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences, with certain
exceptions. Deferred income tax assets are recognized for deductible temporary differences, net
operating loss carry-over (NOLCQ) and excess of minimum corporate income tax (MCIT) over
regular corporate income tax (RCIT) to the extent that it is probable that taxable income will be
available against which the deductible temporary differences, NOLCO and excess MCIT over RCIT
can be utilized.

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

Deferred income tax assets and liabilities are measured at the tax rate that is expected to apply to the
year 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 of reporting date,

Deferred income tax relating to items recognized outside profit or loss is recognized outside profit or
loss. Deferred income tax items are recognized in correlation to the underlying transaction either in
other comprehensive income or directly in equity.

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

Value-added tax (VAT)
Revenues, expenses, and assets are recognized net of the amount of VAT, if applicable.

When VAT from sales of goods and/or services (output VAT) exceeds VAT passed on from
purchases of goods or services (input VAT), the excess is recognized as payable in the statement of
financial position. When VAT passed on from purchases of goods or services (input VAT) exceeds
VAT from sales of goods and/or services (output VAT), the excess is recognized as an asset in the
statement of financial position to the extent of the recoverable amount.

Provisions

Provisions are recognized when the Company has 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 to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Company expects a provision to be reimbursed, the reimbursement is recognized as a
separate asset but only when the reimbursement is virtually certain. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessments of the time value of money and, where appropriate,
the risks specific to the liability. Where discounting is used, the increase in the provision due to the
passage of time is recognized as an interest expense. Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.
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Contingencies
Contingent liabilities are not recognized in the financial statements. These are disclosed unless the

possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are
not recognized in the financial statements but disclosed when an inflow of economic benefits is
probable. If it has become virtually certain that an inflow of economic benefits will arise, the asset
and related income are recognized in profit or loss.

Events after the Reporting Period

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

Significant Accounting Judgments and Estimates

The preparation of the financial statements in compliance with PFRS requires the Company fo make
estimates and assumptions that affect the amount reported in the financial statements and
accompanying notes. Future events may occur which will cause the assumptions used in arriving at
the estimates to change. The effects of any change in estimates are reflected in the financial
statements, as they become reasonably determinable.

Judgments and estimates are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Judgment
Upon adoption of PFRS 15, the Company applied the judgments below that significantly affects the

determination of the amount and timing of revenue from contracts with customers:

Principal versus agent considerations

The Company enters into contracts with insurance companies to arrange for the provision of the

specified service (i.e., place or sell insurance policies, collect premiums from policyholders and remit

the amount collected to insurance companies). The Company determined that it does not control the

specified goods or service (i.e., insurance policies) provided by the insurance companies before these

are transferred to the customer (i.e., policyholder). The following factors indicate that the Company

does not control the goods before they are being transferred to customers. Therefore, the Company

determined that it is acting as an agent in these contracts.

» The Company is not primarily responsible for fulfilling the promise to provide the insurance
coverage to policyholders.

» The Company has no discretion in establishing the price for the insurance policies. The
Company’s consideration in the contracts with insurance companies is only the commission
amount based on the specified percentage of premiums collected from the policyholders.

In addition, the Company concluded that it transfers control over its services at a point in time, upon

collection of premiums from the policyholders, because this is when the insurance companies benefit
from the Company’s brokerage service,
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Estimates

Fair value measurement of financial assets at FVOCI

The significant components of fair value measurement were determined using verifiable objective
evidence (i.e., stock market pricing). The amount of changes in fair value would differ if the
Company utilized different valuation methodologies and assumptions. Any changes in the fair value
of these financial assets at FVOCI would directly affect OCIL

The carrying value of financial assets amounted to 26,63 million and P38.47 million as of
December 31, 2023 and 2022, respectively (see Note 7).

Estimation of retirement benefits obligation

The determination of the Company’s defined benefit obligation and retirement cost is dependent on
the selection of certain assumptions used by the actuary in calculating such amounts. Those
assumptions are described in Note 17 to the financial statements and include, among others, the
discount rate and rate of compensation increase. In accordance with PAS 19, actual results that differ
from Company’s assumptions are recognized immediately in profit or loss. While management
believes that the assumptions are reasonable and appropriate, significant differences in the
Company’s actual experience or significant changes in the assumptions may materially affect the
defined benefit obligation and retirement cost. All assumptions are reviewed at each reporting date.

As of December 31, 2023 and 2022, net pension liability amounted to 21.33 million and
£0.80 million, respectively (see Note 17).

Recognition of deferred income tax assets

Deferred income tax assets are recognized for all deductible temporary differences to the extent that it
is probable that taxable profit will be available against which these can be utilized. Significant
management judgment is required to determine the amount of the deferred income tax assets that can
be recognized. The Company’s assessment on the recognition of deferred income tax assets is based
on the forecasted taxable income of the next reporting period. This forecast is based on the
Company’s past results and future expectations of revenue and expenses.

As of December 31, 2023 and 2022, gross deferred income tax assets recognized amounted to
£1.23 million and £1.15 million, respectively (see Note 17).

Estimation of provisions

The Company recognized provisions for probable losses under Other noncurrent liabilities amounting
to £0.88 million as of December 31, 2023 and 2022. Management believes that the eventual amount
at which these liabilities will be settled will not have a material impact on the Company’s financial

statement.

Cash

This account consists of*

2023 2022
Cash on hand $38.831 B38,831
Cash 1n banks 36,395,687 45 750,369

236,434,518 45,789,200
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Cash in banks earned interest at rates ranging from 0.10% to 0.10% in 2023 and 2022.

Interest income from cash in banks amounted to 80.39 and £0.016 million in 2023 and 2022.

Trade and Other Receivables

This account consists of*

2023 2022

Commissions receivable 967,152 Bg93,914
Premiums refund collectible 394,625 83,230
Advances to officers and employees 359,946 282,366
Other receivables 490,282 270,791
£2,212,003 1,530,301

Commissions receivable refer to brokerage fees of premiums due from the Company’s affiliates and
brokerage fees due from insurers for the amounts of premiums directly collected by the insurer from
policyholders. These receivables are non-interest-bearing and are generally on a 1 to 90 days terms.

Premiums refund collectible refer to fully paid and remitted premiums that have succeeding negative
endorsements or modifications.

Advances to officers and employees pertain to the amounts borrowed by the Company’s personnel.
These advances are normally settled through salary deduction.

Other receivables include due from insurance companies related to ancillary income and incentives
receivable from insurance companies and reimbursements of expenses and others.

Financial Assets at Fair Value through Other Comprehensive Income

As of December 31, 2023, and 2022, this account consists of equity instruments at FVOCI amounting
to £26.63 million and £38.472 million, respectively.

The financial assets consist of quoted equity securities issued by Alsons Consolidated Resources Inc.
{ACR), a related party. The cost of financial assets amounted to 267.43 million.

The movement in the revaluation reserve on fluctuation on financial assets at FVOCI in 2023 and
2022 follows:

2023 2022
Balance at beginning of vear (P28,959,223) (#8,243,399)
Change in fair value of financial assets (11,837,614) (20,715,824)

Balance at end of year (B40,796,837) (B28,959,223)
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8. Property and Equipment

The composition of and the movements in this account follow:

2023
Office
Furniture,
Leasehold Transportation Fixtures and
Improvements Equipment Equipment Total
Cost
At January 1 £462,805 £3,409,306 £3,196,465 P7,068,576
Additions — — 267,434 267,434
At December 31 462,805 3,409,306 3,463,899 7,336,010
Accumulated Depreciation
and Amortization
At January 1 462,791 2,530,674 2,942,134 5,935,599
Depreciation and amortization
(Notes 15 and 10) 313,571 177,941 491,512
At December 31 462,791 2,844,245 3,120,075 6,427,111
Net Book Value P14 P565,061 PB343,824 BO08,899
2022
Office
Furniture,
Leasehold Transportation Fixtures and
Improvements Equipment Equipment Total
Cost
At January 1 £462,805 £2,645,020 $3,741,981 P6,849,806
Additions - 764,286 221,102 985,388
Retirement - - (766,618) (766,618)
At December 31 462,805 3,409,306 3,196,465 7,068,576
Accumulated Depreciation
and Ameortization
At January 1 458,451 2,229,841 3,487,188 6,175,480
Depreciation and amortization
{Notes 15 and 16) 4,340 300,833 221,564 526,737
Retirement - - (766,618) (766,618)
At December 31 462,791 2,530,674 2,942,134 5,935,599
Net Book Value P14 £878,632 P254,331 21,132,977
Depreciation 1s charged to the following:
2023 2022
Direct costs (Note 15) £344,058 P368,716
General and administrative expenses (Note 16) 147,454 158,021
P491,512 B526,737
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9. Computer Software

The composition of and the movements in this account follow:

2023 2022
Cost - At January | and December 31 £438,393 B438,393

Accumulated amortization
At January 1 321,489 233,810
Amortization (Notes 15 and 16) 87.678 87.679
At December 31 409,167 321,489
Net book value P29,226 £116,904

Amortization is charged to the following:
2023 2022
Direct costs (Note 15) B61,375 261,375
General and administrative expenses (Note 16) 26,303 26,304
B87.678 BB7,679
10. Trade and Other Payables
This account consists of:

2023 2022
Accounts payable P15,752,648 $24,149,997
Accrued expenses (Note 11) 7,923,088 7,651,639
Payable to broker company 5,303,788 11,546,196
Taxes payable 2,111,543 1,153,915
Advances from affiliates (Note 1) 889,074 899,567
Premium refundable to assured 804,223 2,082,527
Premium deposit 769,053 1,598,921
Advances from insurance companies 269,116 293,210
Other payables 2,201,272 1,775,695
£36,023,805 £51,151,667

Accounts payable consist of payments received from insurer for payout to assured companies and
amounts payable to insurance companies.

Accrued expenses, which primarily consist of management fees, utility charges and professional fees,
are payable within 90 days.

Payable to broker company refers to the share in commission income due to a co-brokerage
agreement.

Taxes payable pertain to taxes withheld for transactions subject to withholding tax. This is remitted
to the Philippine Bureau of Internal Revenue (BIR) on or before the 10th of the following month.

Advances from affiliates pertain to the amount owed by the Company to its affiliates for

reimbursement of expenses and for current operational needs. These advances are normally payable
within 90 days.
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Premium refundable to assured pertains to the amount which is payable to the assured due to
overpayment resulting from modification of contract.

Premium deposit refers to advances made by the assured for premium payments due and collections
from assured which were received but were not yet applied due to incomplete reference.

Advances from insurance companies consist of commission payments received but were not yet
properly applied due to incomplete reference,

Other payables pertain to various miscellaneous liabilities.

IL

Related Party Transactions

Parties arc related if one party has the ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making financial and operating decisions; and
the parties are subject to common control or common significant influence. Related parties may be
individuals or corporate entities.

Below are the Company’s significant transactions with its related parties under common control of
ACR:

Qutstanding

Amount/ Reccivabie

Category Year Volume {Payable) Terms Conditions

Management expense {Notes 14 and 15)
Non-interest bearing,  Unsecured and will
Conal Corporation (a) 2023 £2,376,903 (#889,074) due and demandable be settled in cash
2022 2,242 868 {681,218) -do- -do-

Advances from affiliates (Note [0)

Non-interest bearing, Unsecured and will
Alsons Security Co., Inc. {b) 2023 1,364,598 - duc and demandable be settled in cash
2022 1,228,826 (218,349) -do- -do-
Alsons Land Corp. (c) 2023 1,857,396 - -do- -do-
2022 1,554,320 - -do- -do-

Management fees pertain to the amount payable to Conal Corporation for the Company’s share in
administrative expenses (see Notes 14 and 15). Outstanding management fees payable are
presented under “Accrued expenses” included as part of “Trade and other payables” in the
statement of financial position (see Note 10).

Security services of the Company is provided by Alsons Security Co. Inc. with a fixed monthly
rate and corresponding security’s overtime, if any. Contract rate is based on the prescribed wage
order as approved by the Department of Labor and Employment. Security services are included as
part of “Outside services” under “General and administrative expenses” in the statement of
comprehensive income (see Note 15).

The Company leases office and parking spaces owned by Alsons Land Corp. renewable every
year upon mutual agreement by both parties. Rental expenses charged to costs and expenses
amounted to £1.86 million in 2023 and £1.55 million in 2022 (see Note 18).

In December 2017, the Company purchased quoted equity securities issued by ACR amounting to

P67.43 million. These equity securities are classified as financial assets at FVOCI in the
statement of financial position and are carried at fair value (see Note 7).
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The compensation of members of key management personnel are as follows.

2023 2022

Salaries, wages and other employee benefits £2,299,334 22,090,304
Post-employment benefits 99,134 95,216
22,398,468 P2,185,520

There have been no guarantees provided or received for any related party receivables or payables.
The Company has not recognized impairment losses on amounts due from related parties for the years
ended December 31, 2023 and 2022. This assessment is undertaken each reporting year through a
review of the financial position of the related party and the market in which the related party operates.

12.

Equity

Capital Stock
The Company’s authorized capital stock, with par value of B100 per share, consists of 500,000

shares, of which 478,261 shares has been issued and outstanding. As of December 31, 2023 and
2022, capital stock amounted to 47.83 million.

Retained Earnings

a. During the special meeting of the BOD held on December 22, 2023, cash dividends were
declared amounting to £15.67 million equivalent to 32,76 per share payable to stockholders of
record as of that date. The Company paid out the said dividends before December 31, 2023.

b. During the regular meeting of the BOD held on December 9, 2022, cash dividends were declared
amounting to £18.74 million equivalent to 39.18 per share payable to stockholders of record as
of that date. The Company paid out the said dividends before December 31, 2022.

The retained earnings are restricted to the extent of treasury shares amounting £4,200.

Capital Management
The Company manages its capital structure and makes adjustments to it, in light of changes in

economic conditions, To maintain or adjust the capital structure, the Company may issue new
common shares and may declare stock dividends. To ensure the adequacy of the Company’s capital,
management prepares annual cash flow forecast projecting the Company’s future cash requirement,
which is used to assess if additional capital may be required. No changes were made in the
objectives, policies or processes during the years ended December 31, 2023 and 2022.

As of December 31, 2023 and 2022, the Company has complied with the £20.00 million minimum
paid-up capital requirement imposed by the IC and SEC. The Company’s sources of capital are
follows:

2023 2022
Capital stock £47,827,300 B47,827,300
Retained earnings 18,452,069 13,387,500
Treasury stock (4,200) {4,200)

P 66,275,169 61,210,600
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13. Revenue from Contracts with Customers

Set out below is the disaggregation of the Company’s revenue from contracts with customers:

2023
Geographical market Makati Davao Total
Commission income B54,239,714 5,282,865 $59,522.579
2022
Geographical market Makati Davao Total
Commission income B45,474,264 P4,893,213 250,367,477
14. Direct Costs
This account consists of:
2023 2022
Salaries, wages and other employee benefits
(Note 12) B7,921,684 B7,081,122
Travel and transportation 2,818,062 1,849,907
Management expense (Note 12) 1,663,832 1,570,008
Rent (Notes 12 and 19) 1,398,491 1,186,344
Selling expense 1,250,900 1,099,306
Communication 909,571 927,795
Insurance 803,586 588,042
Training and development 597,128 432,942
Taxes and licenses 425,902 330,122
Depreciation and amortization (Notes 8 and 9) 405,433 430,091
Net benefits cost (Note 17) 288.160 322,555
Light and water 203,524 134,602
Stationery and office supplies 39,800 61,176
Miscellaneous 686,514 869,268
£19,412,587 216,883,280
15. General and Administrative Expenses
This account consists of:
2023 2022
Outside services (Note 12) £4,618,312 B4,735,978
Salaries, wages and other employee benefits
(Note 12) 3,395,007 3,034,767
Travel and fransportation 1,207,741 792,817
Management expense (Note 12) 713,071 672,860
Rent (Notes 12 and 19) 599,353 508,433
Selling expense 536,100 471,131

(Forward)
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2023 2022
Comimunication P389,816 B397.626
Insurance 344,394 252,018
Training and development 255,912 185,546
Entertainment, amusement and recreation 228,663 286,361
Taxes and licenses 182,529 141,481
Depreciation and amortization (Note 8 and 9) 173,757 184,325
Net benefits cost (Note 17) 123,497 138,238
Light and water 87,225 57,687
Stationery and office supplies 17,087 26,218
Miscellaneous 294,222 372,546

P13,166,656 P12,258,032

16. Retirement Plan

The Company has a defined benefit plan, covering substantially all of its employees which require
contributions to be made to an administered fund, The plan is administered by a local bank as trustee.

The Company’s annual contribution to the plan consists principally of payments which covers the
current service cost for the year and the required funding relative to the guaranteed minimum benefits
as applicable. The funds are administered by the trustee under the supervision of the Board of
Trustees (BOT) of the plan which delegates the implementation of the investment policy to the
trustee. These funds are subject to the investment objectives and guidelines established by the trustee
and rules and regulations issued by Bangko Sentral ng Pilipinas covering assets under trust and
fiduciary agreements. The trustee is responsible for the investment strategy of the plan. Republic Act
(RA) No.7641, The New Retirement Pay Law, requires a provision for retirement pay to qualified
private sector employees in the absence of any retirement plan in the entity. The law does not require
minimum funding of the plan.

The tables below summarize the components of plan expense recognized in profit or loss and the
funded status and amounts recognized in the statements of financial position for the plan.

2023
Present Value of
Defined Benefit Fair Value Net
Obligation of Plan Assets Pension Liabikity
AtJanuary 1 £4,129.065 (P3,324,538) P804,327
Net benefit costs in profit or loss
(Notes 15 and 16)
Current service cost 353,650 - 353,650
Net interest expense 287,706 (239,699 58,007
4,780,421 (3,564,237) 1,216,184
Actuarial loss (gain) in other comprehensive income
Actuarial loss on plan assets - 97,123 97,123
Actuarial loss (gain) arising from:
Change in financial assumptions 407,037 - 407,037
Experience adjustments {386,276) - (386,276)
20,761 97,123 117,884

At December 31 £4,801,182 (#3,467,114) #1,334,068
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2022
Present Value of
Defined Benefit Fair Value Net
Obligation of Plan Asscts Pension Liability
At January | P4,479,692 (P3,387,589) P1,092,103
Net benefit costs in profit or loss
(Notes 15 and 16)
Current service cost 405,424 - 405,424
Net interest expense 227.120 (171,751) 55.36%
5,112,236 3,559,341 1,552,806
Actuarial loss (gain} in other comprehensive  income
Actuarial loss on plan assets - 234,802 234,802
Actuarial loss (gain) arising from:
Change in financial assumptions (861,778) - (861,778)
Experience adjustments (121,393) - (121,393)
(983,171) 234,802 (748,369}
At December 31 P4,129,065 (R3,324,538) B804.,527

The details of accumulated remeasurement gain on defined benefit obligation follows:

2023 2022
At January 1 £3,176,771 £2,428,402
Actuarial gain (loss) on defined benefit obligation (117,883) 748,369
3,058,888 3,176,771
Tax effect (764,722) (794,193)
At December 31 £2,294,166 B2,382,578
Allocation of net benefits cost follow:
2023 2022
Direct costs (Note 14) P288,160 2322555
General and administrative expenses (Note 15) 123,497 138,238
P411,657 B460,793

Actual (gain)/loss on plan assets amounted to ®0.142) million in 2023 and 0.06 million in 2022,

The Company expects to contribute £0.60 million to the plan in 2024,

The cost of the defined benefit pension plan and the present value of the pension obligation are

determined using actuarial valuations. The latest actuarial valuation report

is as of

December 31, 2023. The actuarial valuation involves making various assumptions. The principal

assumptions used in determining pension for the defined benefit plans are shown below:

2023 2022

Discount rate
January 1 T.12% 5.07%
December 31 6.09% 7.12%
Salary increase rate 2.50% 2.50%
Average remaining working life 17.2 years 19.2 years

The discount rate assumption is based on the theoretical spot yield curve by stripping the coupons
from government bonds to create virtual zero coupon bonds as of the valuation date and considering
the average years of remaining working life of the employees as the estimated term of the benefit

obligation.

The salary increase rate assumption is based on the accrued benefit actuarial cost method applied on

the employee salaries data.
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The average duration of the defined benefit obligation at the end of the reporting period is 8.1 years
and 8.5 years as of December 31, 2023 and 2022, respectively.

The net plan assets consist of the following:

2023 2022

Cash 21,040 B1,662

Investment in unit investment trust fund (UITF) 3,388,411 3,388,369
Others 77,663 (65,493)

B3,467,114 3324 538

The fair values of the Company’s plan assets approximate their carrying values due to the short-term
nature of the cash and loans. The investment in UTTF is carried at the net asset value per unit which
approximates its fair value. The investments in UITF are classified under Level 2 in the fair value
hierarchy.

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of the end of the reporting period,

assuming if all other assumptions were held constant:

Increase (decrease) in

Changes in defined benefit obligation
variables 2023 2022
Discount rate +0.50% (365,946) (329,256)
-0.50% 412,722 373,166
Salary increase rate +0.50% 423,717 387,446
-0.50% (381,492) (346,610)

Shown below is the maturity analysis of the undiscounted benefit payments as of December 31:

2023 2022

Less than 1 year £777,791 £726,215
More than 1 year to 4 years 317,679 287,829
More than 5 years to 10 vears 6,553,413 6,861,764
£7,648,883 £7,875,808

17. Income Tax

a. Income tax includes RCIT and final taxes paid at the rate of 20% for peso deposits which is the
final withholding tax on gross interest income from cash and cash equivalents. These income
taxes as well as the deferred tax provisions are presented as provision for income tax in profit or
loss follows:

2023 2022

Current
RCIT £6,992,452 £6,323,403
Final 78,480 3,209
Deferred (784,355) 102,477

£6,286,577 £6,429,089
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Net deferred tax assets (liabilities) as of December 31 relate to the tax effects of the following:

2023 2022
Presented in profit or loss
Deferred tax assets on:
Net pension liability $1,098,239 £995,325
Unamortized past service cost 128,167 153,627
1,226,406 1,148,952
Deferred tax liability on unrealized foreign
exchange gains 99,862 (607,039)
1,326,268 541,913
Presented in other comprehensive income
Deferred tax liability on actuarial gain on
defined benefit plan (764,723) (794,193)
B561,545 (B252,280)

The reconciliation of income tax computed at statutory income tax rate and provision for income tax
as shown in the statements of comprehensive income follows:

2023 2022
Income tax at statutory income tax rate £6,755,287 B6,676,508
Tax effects of:
Income already subjected to final tax (246,617) (246,617)
Dividend income exempt from income tax (19,620) (802)
Others (202,473) -
Effective income tax rate P6,286,577 £6,429,089
18. Leases

The following are the Company’s lease transactions:

a. The Company entered into non-cancelable lease agreements with Alsons Land Corp. for the lease
of office and parking spaces located at 2286 Chino Roces Avenue, Makati City. The lease
agreement for the office space has a term of one year with fixed monthly rental payments payable
at the beginning of each month. The lease agreements are renewable in writing upon mutual
agreement of the parties (see Note 12).

b. The Company entered into a non-cancelable lease contract with a third party for the lease of
office space located at Suite 8302, Plaza de Luisa Complex R. Magsaysay Avenue, Davao City.
The lease agreement has a term of one year with fixed monthly rental payments payable at the
beginning of each month. The lease agreements are renewable in writing upon mutual agreement
of the parties.

There 1s no future minimum rental payment under the operating leases since the rental periods
commences in January and ends in December,
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Allocation of rental expenses follow:

2023 2022

Direct costs (Note 14) 21,398,491 P1,186,344
General and administrative expenses (Note 15) 599,353 508,433
21,997,844 21,694,777

19. Financial Risk Management Objectives and Policies

The Company does not actively engage in the trading of financial assets for speculative purposes nor
does it write options. The most significant financial risks to which the Company is exposed to are
described below.

The Company has various financial instruments such as cash and cash equivalents, trade and other
receivables, financial assets and trade and other payables, which arise directly from its operations.
The main risks arising payable from the Company’s financial instruments are liquidity risk, foreign
currency risk and credit risk. The BOD reviews and approves the Company’s risk management
objectives and policies as summarized below.

Liquidity Risk

Liquidity risk is the risk that the Company will be unable to meet its payment obligations when they
fall due under normal and stress circumstances. The Company’s policy is to maintain sufficient cash
or have available funding through an adequate amount of credit facilities to meet its commitments.

The Company monitors its risk to a shortage of funds by considering the maturity of both its financial
liabilities and projected cash flows from operations.

The table below summarizes the maturity profile of the Company’s financial assets and financial
liabilities as of December 31 based on contractual undiscounted payments.

2023
1tod 3tol2 1to3
On Demand Months Months Years No Term Total
Financial assets
At amortized cost
Cash £36,395,687 - P P - £36,395,687
Trade and other receivables
Commissions receivable 967,152 — - - - 967,152
Premiums refund
collectible - 394,625 - - - 394,625
Other receivables 490,282 - - - - 490,282
Financial assets at FVOCI - — = = 26,634,632 26,634,632
£17.853,121 £394,625 B - $26,634,632 £64,882,378
Financial liabilities
Trade and other payables
Accounts payable P P15,752,648 2 P— P— 15,752,648
Accrued expenses - 7,923,088 - - - 7,923,088
Payable to broker
Company 5,303,788 - - - - 5,303,788
Premium deposit 769,053 - - - - 769,053
Premivm refundable to
assured 804,223 - - - - 304,223
Advances from
insurance companies 269,116 - - - - 269,116
Other payables 3,078,961 = - = ~ 3,078,961

£10,225,141 $23,675,736 - B P £33.500,877
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2022
1to3 3tol2 1to3
On Demand Months Months Years No Term Total
Financial assets
At amortized cost
Cash P45,750,369 P- P- P— - £45,750,369
Trade and other receivables
Commissions receivable 893,914 - - - - 893914
Premiums refund
collectible - 83,230 - - - 83,230
Other receivables 270,791 - - - - 270,791
Financial assets at FVOCH - - - - 38,472,246 38,472,246
P46,915,074 Pg3,230 P P P38,472.246 P£85,470,550
Financial liabilities
Trade and other payables
Accounts payable B B24,149,597 P B B £24,149 997
Accrued expenses - 7,651,639 - - - 7,651,639
Payable to broker
Company - 11,546,196 - - - 11,546,196
Premium deposit 1,598,921 - - - - 1,598,921
Premium refundable to
assured 2,082,527 - - - - 2,082,527
Advances from
insurance companies 293,210 - - - - 293210
Other payables 1,775,695 — — — — 1,775,695
5,750,353 43,347,832 P B— B— £49.098,185

Foreign Currency Risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates. The currency risks of the Company occur because it bills some of its
customers in US dollar (US$) on dollar denominated insurance policies. The Company’s policy is fo
match cash flows from highly probable future sales and costs in foreign currency. The Company
measures its risk by comparing the expected change in foreign exchange rates using forward rates
against current foreign exchange rate as of reporting date. Foreign currency needed for any
unmatched costs are sourced from the spot market. The Company currently does not use derivative
financial instruments to manage its currency risks.

The Company’s foreign currency denominated financial assets include cash in the statements of
financial position.

The Company’s US$ denominated financial assets and liabilities as of December 31 are as follows:

2023 2022
us Philippine us Philippine
Dollar peso Dollar peso
Assets
Cash in banks $334,918 P18,546,754 5608.815 £33,944.480

The exchange rates used are R55.37 to US$1 in 2023 and £55.755 fo US§! in 2022

The Company believes that its profile of foreign currency exposures is within conservative limits for
the Company’s business industry.
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The following table demonstrates the sensitivity to a reasonably possible change in the US$ exchange
rate, with all other variables held constant, of the income before income tax for the years ended
December 31. There is no impact on the equity other than those affecting net income.

Increase/decrease in Effect on income

Year US$ exchange rate before income tax
2023 +5.00% £927,388
-5.00% (927,388)

2022 +5.00% 21,697,375
-5.00% (1,697,375)

The Company determined the reasonably possible change in foreign exchange rates by using
percentage change in the weighted average foreign currency exchange rate for the past three years.
The sensitivity analysis includes only outstanding foreign currency denominated monetary assets and
liabilities as at reporting date.

Credit Risk

Credit risk is the risk that the Company will incur a loss because its customers or counterparties failed
to discharge their contractual obligation. The Company trades only with its related parties and
recognized creditworthy third parties. The Company’s credit verification procedures are in force to
ensure, on an ongoing basis, that the receivables are collected within the agreed terms. With respect
to credit risk arising from the financial assets of the Company, which comprise cash in banks, trade
and other receivables and financial assets, the Company’s maximum exposure to credit risk equal to
the carrying amounts of these instruments.

The gross maximum exposure to audit risk of the Company approximates its net maximum exposure.
There were no amounts subject to an enforceable master-netting arrangement or similar arrangement
as of December 31, 2023 and 2022, There are no significant concentrations of credit risk within the
Cormpany.

Commissions receivable

For commissions receivable, the Company used the simplified approach to calculate the ECL using
provision matrix for trade receivables. Therefore, the Company does not track changes in credit risk,
but instead recognizes a loss allowance based on lifetime ECLs at each reporting date. The Company
assessed that the impact of recognizing ECL for its commissions receivable is not material as the risk
of default of the insurance companies is low. The Company can offset these receivables from the
premium collections to be remitted by the Company to the insurance companies, in case of default.

Other financial assets at amortized cost

The Company’s other financial assets at amortized cost are mostly composed of cash in banks and
other receivables. The Company limits its exposure to credit risk by investing its cash only with
banks that have good credit standing and reputation to the banking industry. Cash in banks cash
equivalents and short-term placement are graded in the top category by an acceptable credit rating
agency and, therefore, are considered to be low credit risk investments.

It is the Company’s pelicy to measure ECL on the above financial assets on a 12-month basis.

However, when there has been a significant increase in credit risk since origination, the allowance
will be based on the lifetime ECL.
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When determining if there has been a significant increase in credit risk, the Company considers
reasonable and supportable information that is available without undue cost or effort and that is
relevant for the particular financial instrument being assessed such as, but not limited to the following
factors:

* Actual or expected external and internal credit rating downgrade;
e Existing or forecasted adverse changes in business, financial or economic conditions; and
* Actual or expected significant adverse changes in the operating results of the borrower.

For the Company’s financial assets, credit quality is monitored and managed using internal credit
ratings. Internal risk ratings are derived in accordance with the Company’s rating policy.

The table presented below presents the summary of the Company’s exposure to credit risk as of
December 31, 2023 and 2022 and shows the credit quality of the assets by indicating whether the
assets are subjected to 12-month ECL or lifetime ECL.

2023
Financial Assets
Lifetime ECL - Lifetime ECL -
12-Month Not Credit Credit
ECL Impaired Impazired Total
Financial assets
Cash in banks £36,395,687 - - £36,395,687
Trade and other receivables
Premiums refund collectible 394,625 - - 394,625
Advances to officers and
employees 359,946 - - 359,946
Other receivables 490,282 - — 490,282
$£37,640,540 B- P £37,640,540
2022
Financial Assets
Lifetime ECL - Lifetime ECL -
12-Month Not Credit Credit
ECL Impaired Impaired Total
Financial assets
Cash in banks P45,750,369 P P R45,750,369
Trade and other receivables
Premiums refund collectible 83,230 - - 83,230
Advances to officers and
employees 282,366 - - 282,360
Other receivables 270.791 — — 270,791
P46,386.756 P P 246,386,756

High grade pertains to receivables with no default in payment. Standard rated receivables are
collectible from 0 to 90 days from issuance of statement of accounts.

Financial Instruments
Due to the short-term nature of cash in banks, trade and other receivables and trade and other
payables, their carrying values reasonably approximate fair values as at December 31, 2023 and 2022.

The fair value of equity securities at FVOCI that are actively traded in organized financial markets is

determined by reference to quoted market prices within the bid-offer price range, at the close of
business on the end of the reporting period or the last trading day as applicable
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Fair Vajue Hierarchy
As of December 31, 2023 and 2022, the Company classifies financial assets under Level 1 of the fair

value hierarchy. During the years ended December 31, 2023 and 2022, there were no transfers
between Level 1 and Level 2 fair value measurements, and no transfers into and out of Level 3 fair

value measurements.

20.

Supplementary Information Required Under Revenue Regulations No. 15-2010

The Company reported and/or paid the following types of taxes in 2023:

a. Value added tax (VAT)
The Company’s insurance and reinsurance commission are subject to output VAT while
purchases from other VAT-registered individuals or corporations are subject to input VAT. The
VAT rate is 12%.
Net Sales/
Receipts Output VAT
Vatable sales/receipt to private entities B49,984,8%0 £5,998,186
Zero-rated sales/receipt 0,464,451 -
£59,449 341 5,998,186
The Company’s commission income is based on actual collections received, hence, may not be
the same as the amounts shown in profit or loss. Zero-rated receipts pertain to receipts of
commission from insured under the Renewable Energy Act.
Input VAT
Balance at January 1, 2023 B-
Current year’s domestic purchases/payments for:
Goods other than capital goods 199,167
Services lodged under cost of goods sold 2,315,549
Monthly VAT Payments for ten (10) months 2,071,752
4,586,468
Output VAT (5,998,186)
Payable at December 31, 2023 B1,411,718
b. Other Taxes and Licenses
Local
Mayor’s permits B361,833
Community tax 12,540
374,373
National
Insurance commission registration and fees 207,050
BIR registration 1,000
Other licenses 26,008
234,058
Total taxes and licenses P608,431
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c. Withholding Taxes

Paid Accrued Total
Withholding taxes on compensation and benefits B531,604 248,532 B580,136
Expanded withholding taxes 288,493 33,672 322,165
Final taxes 617,621 617,621

B820,097 £699,825 1,519,922

d. Tax Assessments and Cases
The Company is not involved in any tax cases, litigations and/or prosecution in courts or bodies
outside the BIR.

BRI MAREREOA



