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The Company pericdically evaluates position taken in the tax returns with respect to situations: in
which applicsble tax regulations are subject to interpretations and estzblishes provisions where
appropiiate,

Deferred Tax. Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilitizs for financial reporting purposes and the amounts used far taxation
purposes. Deferred tax liabilities are recognized for all taxable temporary differences, except:

»  where the deferred tax liabifity arises from the initial recognition of poodwill or of an asset ar
liability in & transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit; and

= with respect to baxable temperary differences assoiated with the investments i shares of sfock
of subsiidiaries, associates and Interest in joint ventures, where the timing of the reversal of the
temporany differences can be controlled ard it is probable that the temporary differances will not
reverse in the foresesable future,

Deferred tax assets ara recognized for all deductible temporary differences to the extent that it i
probable that taxable profit will be avaitable against which the deductible temporary differences

The carrying amount of deferred tax assets Is reviewed at each reporting period and reduced to the
extent that itis no longer probable that sutticient taxable profit will be svailable o allow 3l or part ot

the deferred tax asset to be ulilized. Unrecognized defered fax assels are reassessed al each
reporting pericd and are recegnized to the extent that it has become probable that future taxahie
profit will allow the deferred tax asset to be recovered.

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the Company expects, at the end of the reperting period, to recover or settle the carrying
amount of its assets and Habilities,

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the lisbifity is settled, based on tax rates (and tax laws) that have been
anacted ar substantively enacted at the reparting period.

Current and deferred taxes are recognized in the statement of income except to the extent that it

relates ta a business combination, or ltems recognized directly in equity or in other comprehensive
income:

Defarred tax assats and daferred tax liahilities are offiet. i A legally enforceable right axists ta set off
current tax assets against current tax lizbilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.,

Voloe-odded Tax (VAT), Revemues, expenses and assets are recognized net of the amount of WAT,
except:

®  where the tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, inwhich case the tax s recognized as part of the cost of acquisition of the assel or as
part of the expenie [tem sz spplicable; and

®  receéivables and payables that are stated with the amount of tax [neluded
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The ret amount of tax recoverable from, or payable to, the taxation authorty is included as part of
"Other current assets” or “Accounts payable znd accrued expenses” accounts in the statements of

firsarcial position,

Related Parties

Parties are considered to be related If ane party has the abifity to control, directly or indirectly,
the aotheér party or exercise significant influence ower the ather party inmaking financial and operating
decisions. Parties are also considersd to bo related if thoy are subject to commen control and
significant influence. Related parties may be individuals or corporate entities, Transactions between
refated parties are on an erm’s length basis in a manner similar to tranzactions with non-related

parties.

Prawvisions

Provisinns are recognized when {a} tha Company has a prasent obligation [legal or constructive) as a
result of past events; (b] & Is.probable {l.e,, more likely than not| that an outflow of resources
embodying econamic benefits will be required to settle the obligation; and {c] 2 reliable estimate of
the amount of the obligation can be made, Where some or all of the expenditure reguired o seftle
a provision s expected to be reimbursed by another party, the reimbursement s recognized as &
separate asset only when # is wirtwally certain that reimbursement will be received.
The amount recognized for the reimbursemant shall pot exceed the amount of the provision,
Provisions are reviewed at each reporting peried and adjusted to reflect the current best estimate.

Contingencies
Contingent liabilities are not recognized in the financial statements. They are disciosed in the notes

Lo the financial statements ualess the possibility of an cutflow of resources embodying economic
benefits is remote. Contingent assets are not recognized in the tinancial statements but are disclosed
in the notes to the finandal staterments when en inflow of econemic benefits is probable.

Events after the Reporting Period
Post year-end events that provide additional information about the Company's financial position at

the reporting date (adjusting events) are reflected in the financial statements. Post year-end evenis
that are non-adjusting events are disclased in the notes to the financial statements when matertal,

Use of Judgments, Estimates and Assumptions

The preparation of the financlal statements in accordance with PFRS Accounting Standards reqguires
management to make accounting judgments, astimates and assumptions that affect the application
of accounting policles and the amounts of assets, labilities, income and expenses reported In the
financial statements at thie reparting date. However, uncertainty about these judgments, astimates
and assumptions could resultin an outcome that could require a material adjustment ta the carrying
amount af the affected asset or Eability [nthe future.

Judgments and estimates are cantinually evaluated and are based on historical exparience and ather
factors, including expectations of future events that are believed to be reasonzble under the
clrcumstances, Revisions are recognized |n the period In which the judgments and estimates are
revisad and in any future period affected,

ludgments
In the process of applying the accounting polickes, the Company has made the foliowing judgments,

apart fram those invelving estimatians, which have an offost on the amounts recegnized in the
financial statements:
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Determining Folr Value, A number of the Company®s accounting policies and disclosures reguire the
measurement of fair valies for both financial and non-finzncial assets and liabilities:

Tha Company hzs an ectabliched control framework with recpect to tha mascuramant of fair valuac.
Thisinchudes s valuation team that has the overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values. The valuation team regularly reviews significant
unobservable inputs and valuation adjustments. IF third party information is used to measure fair
walues, then the valuation team @ssesses the evidence obiained to suppont the conclusion that such
valuations meet the requirements of PFRS Accounting Standards, Including the level in thie fair valess
hierarchy in which such valuations should be classified.

The Company uses market chservable dats when measuring the fair value of an asset or liabiity.
Fair values are categonizad into different levels in a fair value hierarchy based on the inputs used In
Lree vialuation technigues (Note 3.

If the inputs used 1o measure the fair value of an asset or a llability can be categorized in different
levels of the fair value hierarchy, then the fair value measurement is categorized in ite entirety inthe

same level of the fair value hierarchy based on the lowest leve! input that is significant to the entire
measurement.

The Company recogrizes transfars bhetween levels af the fair value hierarchy at the end of the
reporting period durlng which the change has scourred.

The methodsand assumptions Used to estimate the fair values for both financial assets and [labilities
are discussed in Note 17,

Determining whether the Company 15 Acting as Principal or an Agent in g Revenve Transoction,
The Company assesses its revenue arrangements against the following criteria bo determine whether
i1 15 acting 3% a principal or an agent:

®  whether the Company has primary responsibility for providing the services;
*  whether the Company has discretion in establishing prices; and
»  whether the Company bezre the eredit nck

If thee Company has determined it its acting as 3 principal, the Company recognizes revenue on gross
basis with the amount remittad to the other party being accounted as part of cost and expenses.
If the Company has determined that it is acting 45 an agent, orly the net amount retained is recognized
a5 Fevenue,

The Company has determined that it is achrg 55 an agent in its revenue arrangements,

Evalugting Conlingencles. The Company, in the ordinary course of business, sets up appropriate
prowvisiens for its present legal or constructive obligations, i any, in accordance with its polhoes an
provisions and contingencies. In recognizing and measuring provisions, management takes risk and

upncertainties inta account.

The Company has not recognized any provision as at December 31, 2024 and 2023,
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The key estimates and assumptions used in the financial statements are based upon management's

evaluation of relevant facts and circumstances as a1 the date of the financial statements.
Arctual recubts could differ fram cuch ecklmatec

Azzessing ECL on Receivables, The Company, applying the simplified approach in the computation of
ECL, Initially uses a provision matrix based on historical default rates for trade recelvables for at least
twoyears, The Company also uses appropriate groupings if its historical credit loss experience shows
sipnificantly different loss patterns for differert customers. The Company then adjusts the historical
credit loss experience with forward-looking information on the basis of current observable data
affecting each customer segment to reflect the affects of current and forecasted economic conditions.

The Company has assessed that the forward-looking default rate component of its ECL on recevables
is not materinl becouse substantial amount of trade receivables are normally collected within one
vear, Moreover, based on management’s assessment, current conditions and forward-looking
Information does not indicate a significant ncrease in credit risk exposure of the Company from ts
trade receivables,

The Company did not recognize provision for impairment losies on its recelvables in 2024 and 2033,
The zllowsnce for impairment losses on receivables amounted to B0.15 million as at December 31,
2024 and 2013, The carrying amount of receivables [éxcluding advances 1o officers and employees
presented under *Others”} amounted to B49.3 millicn and B35.04 million as at December 31, 2024
and 2023, respectively [Note 6.

Aszessing FCL an Other Fingnciol Assets of Amortized Cost. The Company determines the allowanca
for ECL using general approach based on the probability-welghted estimate of the present value of all
cash shortfalls over the expected life of finandal assets at amartized cost. ECL is provided far cradit
losses that result from possible default events within the next 12 months unless there has been 3
significant increase In eredit rlsk since initlal recognition in which case ECL i provided based an
lifetime ECL.

When determining if there has been a significant incresse in credit rizk, the Company considers
reasonable and supporiable Information that i available withoul dundus cost or effon and thaet &
refevant for the particular financial instrument: being assessed such as;. but not limited to,
the following factors:

actual orexpected external and internal credit rating downgrade;
existing or forecasted adverse changes in business, finandial or economic conditions; and
= aciual orexpected signdcant adverse changes in he operatng results of the borrower.

The Company also considers finandal assets at day one to be the latest point at which fifetime ECL
should be recognized unless it can demonstrate that this does not represent a significant risk in credit
risk such as when non-payment was an-administrative oversight rather than resulting from financial
difficulty of the: borrower.

The Company has azsessed that the ECL on other financial assets at amaortized cost is not material
because the transactions with respect to these financial assets were entered into by the Company
only with reputable banks and companies with good cradit standing and relatively low risk of defaults,
Accordingly, no provision for ECL on other financlal assets at amartized cost was recognized.
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The carrying amounts of other financial assets at amortized cost as at December 31, 2024 and 2023
are as follows:

MNota 2024 2023
Cazh and cash equivalents® 5 R220,933,188 B240.152,705
Security deposits*™* 7 61,680 &2,400

R221,044,868 240,315,105

*Exchucing cosh on hond amounting be P00 2029 and 2023,
*Eipehidad woder "OMer currend aeets” asoeunt

Estimating Useful Lives of Property ond Eguipment. The Company estimates the ussful lives of
property and equipment based on the period over which the assets are expected to be available for
use. The estimated useful lives of property and equipment are reviewed periodically and are updated
if expectations differ from previcus estimates due to physical wear and tear, technical or comemercial
obsoleceenee and legal ar ather llmits on the e of the ascets.

In addition, estimation of the useful lives of property and equipment is based on collective assessment
ol industry practice, intermal technical evaluation and experence with simllar assets. It |s possible,
however, thet future financial performance could be materially affected by changes in estimates
brought about by changes in factors mentioned above. The amounts and timing of recorded expenses

far any periad would be affected by changes in these factors and circumstances, A reduction [ the
estimated useful lives of property and equipment would increase the recorded cast and selling and
administrative expenses and decrease noncurrent assels,

Depreciable property and equipment, net of accumulated depreciation and amartization, mounted
to E3159 milbon and E34.01 millon -as at December 31, 2024 and 2023, respectively,
Accumulated depreciation and amartization of property and eguipmant amounted to FI8.57 milion
and E36.08 milllonand as at December 21, 2024 and 2023, respectively [Note 8),

Assessing Impairment of Property and Equipment and Other Nonfinancio! Assets. PFRS Accounting
Standards require that an impairment review be performed on property and equipment and other

nonfinancial assets, when events or changes in gircumstances indicate that the carrying amaunt may
not be recoverable. Determining the recoverable amounts of these assets requires the estimation of

cash flows expected lo be geperated from the continued use and ultimate disposition of such assets.
Whike itis believed that the assumptions used inthe estimation of fair values reflected in the financial
statements are appropriate and reasonable, significant changes in these assumptions may materially
affect the assessment of recoverable amourts and any resulting impasment loss could have a
material adverse impact on the financial perfformance.

As at December 31, 2024 and 2023, management has assessed that no indications exist that the
property and equipment and other nonfinancial assets are impaired,

The carrying amount of property and equipment amounted to B33 80 millicn and P36.22 million as at
December 31, 2024 and 2023, respectvely (Mate B},

Determinipg Present Value of Defined Benefit Retirement Obligation, The present value of the defined
benefit retirerment obligation depends on 2 number of factors that are determined on an actuarial
basis using a number of assumptions, These assumptions are described in Mote 15 to the financial
statements and include discount rate and sslary increase rate.
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The Company determines the appropriate discount rate at the end of each reporiing period.
It is the interest rate that should be used to determine the present value of estimated future cash

outflows expected 1o be required Lo settle the retirement abligations, ndetermining the apprapriate
dizscount rata, tha Company concldars tha Interect rotac on govarnmeant bonde that ara danominatad

in the currency in which the benefits will be paid. The terms of maturity of these bonds should
approximate the terms of the refated retirement obligatian.

Other key assumptions for the defined benefit retirement obligation: are based in part on cdreent
market conditions.

White it Is believed that the Company's assumptions are reasonable and appropriate,
significant differencesin actual experience or slznificant changes in assumptions may materially affect
the Compamny's defined berefit retirement obligation.

The present value of defined benefit cbhligation amounted to BS0,71 million and B73.63 million as at
December 31, 2034 and 3073, respectively (Nore 15).

Assessing Reolirobifity of Deferred Tox Assets. The Company reviews its deferred tax assets at each
reporting period and reduces the carrying amount to the extent that it & no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax assets to be utilized.

The Company's assessmant an the recognition of deferred tax assets on deductible temoorary
difference is basad an the projected taxable incoame in the following periads.

Az at December 31, 2024 and 2023, the Company’s deferred tax assets.amounted to R11.44 midilon
and #7.92 million, respectively (Mote 14),

Cash and Cash Equivalents

Cash and cash equivalents consist of:

Nate 20249 2023
Lash on hand FE0,000 RFEO,000
Cash in banks 12,957,436 45 4592 656
Short-term investmants 208,025 752 164 660,045

7 #221,043,188 F240,312, 705

Cash in banks earn interest &t the respective bank deposit rates. Short-term investiments include
demand deposits which tan be withdrawn at any time depernding on the ‘immediate cash

regulrements of the Company and earn interest at short-term Investment rates. Interest rates rangs
from 0.13% to 5.75% and 0.28% to 5.85% n 2024 and 2023, respectively.

Interest income earned from cash in banks and short-term investments amounted (o
RO.98 million and #7388 million in 2024 and 2023, respectively (Note 13). Accrued Interest receivahle
from short-term investments presented under "Others” in ‘Recewvables’ account amounted to
198,720 and B452 588 as at Decamber 31, 2024 and 2023, recpactively
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6. Receivables

Receivables consist of:

MNote 2024 2023
Commissions #33,230,797 R710,883 884

service feds -
Third parties 7,704,246 7,983,332
Uthers H,535,959 2,360,641
49,471,002 35,227,857
Allowance far impairment loss [146,130) (146,130
17 o 424 852 E3h 081,727

The aging of receivables is as follows;
2024 2023
Current F2B.617, 671 EH0.905,567
Past clu;

1-30 days G,Ba8 814 5,049,455
3160 days 1418167 3,166,507
61-90 days ov0,322 1,228.614
Lrver 9u days L& 900,620 4. Hffald
B40,471,002 P35,237 R57

Receivables from commissions and service feet have normal credit terms of 60 days.

The Company believes that the unimpaired amounts that are past due by ‘more than 60 days are still
collectible, based on historical payment behavior and analyses of the underlying customer credit
ratings, Thore are no gignificant changet in thair cradit quality

Accrued interest receivable amounted to B198 720 and R453 588 zs at December 31, 2024 and 2023,
respectively,

Other receivables mainly pertains to interest receivables from short-term placements and advances
fromrempioyees,

7. Other Current Assets

Other current assets consist of;

Nofe LI 2023

Prepaid taxes and licenses F31,493,046 27T ATES
Sacurity deposits 1117 1,680 BEADD
Deferred lrput VAT - 194,259
F31.554,.736 B17.534, 444

Prepaid taxes and licenses pertain to creditable withholding taxes and prepaid real estate taxes,

Ceferred Input VAT pertzins 1o input YAT on porchases of goods and services, which can be claimed
by the Company when the requirements of the taxation authority are met.
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Cost of fully depreciated praperty and equipment still being used in the operations of the Company
amounted ta #4443, 750 as at December 31, 2024 and 2023

9. Premiums Due to Undenwriters

This account represents the amount collected by the Company from pelicyhalders to be subsequently
remitted o varous Irsurers that the Company represents amounting to B150.50 million and
#141.92 million as at December 31, 2024 and 2023, respectively [Note 17).

10. Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consist of:

2023 2023

Accounts payabla:

Third parties ir B30,975,953 F40.674,185
Refated parties 1617 709,469 170,298
Accrued expenses 17 9,458,894 11,628,698
Payables to regulatony agencles 8,415,345 9,393,475
Cihers 17 152,811 284 521

R58,722.474 RGZ1, 151,178

Accounts payable mainly pertain to payable to suppliers for purchase of goods and services with
30-day credit term. Accounts payabbe include transactions with related parties;

Accrued expenses consist of accrued bonuses, ‘eaves and other benefits,
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11. Lease Commitments
The Cormpany has existing short-term lease agreements for the fease of two parking siats with one-
year term; renewable upon mutusl agreement by both parties to be covered by a separate and new
lease agresmunt,
Rent expanse amounted to B109,800 and F90,059 in 2024 and 2023, respectively.
The security deposits pertaining to the lease agreements ameounted to B51,680 and BG2 400 as at
December 31, 2024 and 2023, respectively, are presented under “Other current assets” account i
the statements of finandal position.
12. Commissions
Commission revenue is earned from providing brokerage services for Insurance, reinsurance,
pre-need and health maintenance plans, consultancy and management, induding acting as insurance,
reinsurance, pre-need and health maintenance plan broker and as a general manager or general
broker for ary life or non-life insurance or reirsurance company doing business or authorized to do
business in the Fhilippines,
Commission revenue amourted to BITLYV million and ®163,31 million in 2024 and 2023,
respectnely,
13. Other income [Charges)
Other income {charges) consists of:
MNote 2024 2023
Interet indame & B9, 983,930 BT BRI IR
Met fareign exchangs gain {loss) 2,399 665 (1,960,253}
Bank d'lai.'gfﬁ- (34,503) {59,715}
#12,349,092 RS, BE3 167
14. Tawes

The components of income tax expense are shown below:

2024 2623
Cufrent F11,910,043 R13,094,509
Final 1,876,554 1,501,756
Deferred 573,232 20,619

F14,353,829 F14,516,534

Current income tak expense pertains to regular corporate income tax in 2024 and 2023,
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Net deferred tax assets (lkakilities) arise from the following:

20249 2023
Hnwmia:ll in profit or loss:

Unamortized past service cost 3,028,981 B1,103.725
Retirement liability (2,540,021) {583,986)
Accrued leave and other benefits 2,364,723 2,907,175
Allowance for impalrment foss on recelvabies 316,533 36,533
2,890,216 3,463,447

Recognized in ather comprehensive income -
Equity resence for retirement plan 6,006,425 3,876,068
R3,836,641 R7,339,515

Optional Standard Deduction (05D}

Effective Juby 2008, Republic Act [RA] Mo, 9504 was approved giving corporate taxpayers an option to
claim itemized deduction or 05D eguivalent to 40.00% of gross income. Cnee the option to use OS50
i= made it shall be irrevncable for the taxable year which the aption was made.

The Company opted to use itemized deduction in 2024 and 050 in 2023,

The isvwikiliativiy between e statulury oo las pate o) limoors befone inoons tae and Uhs
Company’s effective income tax rates = as follows:

2024 2023

Statutory income tax rate 25.00% 25.00%
Income tax effect resulting from:

Interest income subjected to final tax [1.03%) (0.B25%4)

Effect of Q5D over itemized deductions -— 1.42%

Effective intome tax rates 23.97% 25.60%

Corporgte Recovery ond Tax Incentives for Enlerprises {CREATE) Act

The CREATE Art, which sasks to reduce the comporate income tax rates and to rationalize the curent
fiscal incentives by making it ime-bound, targated and performance-based, was passed into law on
March 26, 2021, One of the key praovisions of the CREATE Law iz an immiediate 5% to 10% point cut in
the corporate income tax rate starting July 2020. As a result, the Company has taken up in the books
the effect of the application of reduced corporate income tax rate fromy 30% 1o 25%.

15.

Personnel Expenses

Galaries and employee benefits consist of:

2024 2023
Salaries, wages and allowsances B58,489,463 F&7,329.427
Retirement expense 4,926,283 3,772,584
Other benefits 10,610,745 11,824 407

#74,026,492 72,976,016

Other benefits include government=-mandated bensfits, rice ration, transportation allowancoes, grous
life insurance, hospitals, doctors’ fee and medicines, and others.
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Retirerment Plan
The Company has s funded, noncontributory, defined benefit retirement plan (the Retirement Plan)
covering all of thel permanent employees. The Retirerment Plan of the Company pays aut benefils

bacad on finsl pay. Contributions and cocts are daterminad in accordance with the sctuarlal studies
made for the Retirement Plan. Annual cost iz determined using the projected unit credit method.
The Company's latest actuarial valuation date s as at December 31, 2024, Valuations are obtained an

an annual basis.

The Retirement Plan is registered with the Bureau of Internal Revenue as a tax-qualified plan under
Republic Act No. 4917 {An Act Providing that Retirement Benefits of Emplaoyees of Private Firms shall
nat be subject to Attachment, Levy, Exscution, or any tax whatsoever), as amended. The contral and
administration of the Company's Retirement Plan is vested in the 8card of Trustees [BOT) of the
Retirement Plan

The BOT of the Retirement Plan exercises voting rights over the shares and approves material
rransactions. The Retirement Plan's accounting and administrative functions are undertaken by the
Retirermant Funds Office of SBC.

The following table shows reconciliation of the net defined benefit retirement liability and iis
components:

Proerd Wadue of Defmed it Dfi e Benelit
Fair alue of Flan Aesets Benefit Dbipyion Fedrmment Linkilay
223. 2013 mza Firrry Ea g
Bafenie at bagnningg ol yee WL A6, 250 PRGN RES [WRREIORER)  [PC015.00F)  [FUGLISEARG)  ERTGSE0GT)
fiecoprizedin prof or loss:
Cltent serdos costs - - 13,363,794 {3,1m,E00) 13,383,793} {3,103 604
il fage e - - [EE R LU [A.517 3051 {4,991 406K) [4.512.505]
Enferesd incarre 2,05, G0 ERLREN R -~ = ERIC LT EANA123
2,084,504 AR R 47,881 26T |#/G15, Aok {l,ﬂ?l[ [, F23502]
Recopridedin other comprehensive
Income
Fep s sl Sma s
Brtuaih gasre Tosses] ariEng from:
Changes ¢ finandal asuretinm - - [ ] 2410, s | |15z 492} |, 124, GYE]
Chonges n derograghic assumptipns - - SE 074 2 50| aEwEra (B ER]
Fanatianoe adikeimants - - 16507857 SFLHN 1R.BOT.EST] LFL T
Baturn o plin sset evcluding |nferest 1, BE3,065] {77, 7500 - {1,BE0L855) 7747901
1,559,055 {#3, Han {BbELars| {140,455 {H.5I1A30) 14, F5a 145
Camritusinrm 15,7502 5,00 A58 = = 13, 70423 BRI
Berefits rasecss)  {mio)  Alseedas  Gs3e) = :
(RNl A, G, pull A7 488021 au1 a0 12,7%0421 = 012 4%R
Batimces atend of year W P50 A5, HE0 [l?ﬂ-._m‘l'_ﬂdﬂ !_Ii"!,cﬁ!l}.EIl! FI!LHS-,IHJ FH,I'EB,EEEL

Thie Commprany’s anmwal coniribution i the Rethemenl Flan cornsisis of paymenis covering the cureni
service cost. The Company is expected to condribute the-amount of B3.42 million to the Retirement
Plan In 2025,

Movements of equity reserve for retirement plan recegnized in ether comprehensive loss follows:

2024
Equity Reserve far Deferred Tax
Retirement Plan lsee Note 14) Met
Balance at beginning of year P15,504,271 #3B76,068 P11,628.203
Met remeasurameant loss 8,521,430 2,130,357 6,351,073

Balanca at end of year #34,0325,701 5,006,435 R18,018,276
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2023
Equity Reserve far Deferrad Tax
Retirement Plan i=ee Motz 14) Het
Halanra st haginning of yoar [~ e B B3 187 537 RO SE7 S04
MNet remeasurement loss 2,754,145 BEE.535 2,065 605
Balance at end of year R15.504 271 R3.870.068 #11,618,103

Retirerment expense recognized under “5alaries and employes benefits” account in the statements of
income amaunted to #4,93 millicn and 83,77 millqon in 2024 and 2023, respectively.

As at December 31, 2022 and 2023, the carrying amounts of the Company's plan assets approximats
its Fair value.

The Company’s plan assets consist of the following:

2024 2023
Marketable securities 79.35% 82.46%
Investments in pooled funds -
Fixed income portfolio 18.90% 16.39%
Others 1.75% 1205
Investments in =

Investrients in pooled funds were established mainly to put together a portion of the funds of the
Retirement Plan of the Company to be able to draw, negotiate and obtain the best terms and financial
deals for the irvestrments resulting from big volume transactions,

The Board of Trustees [BOT) approved the percentage of asset to be allocated to faed income
instruments ard equities. The Retirement Plan has set maximum exposure limits for each type of
permissibie Investmeants in marketable securities and deposit instruments. The BOAT may, from tme
to time, in the exercise of its reasonable discretion and taking into account existing inmeestment
opportunities, review and revise such allocation and limits,

As at December 31, 2024 and 2023, approsimately 0.05% and 0.67% of the Retirerment Plan's
investments in pooled funds in fixed income portfolio incledes investment in shares of stock of SMC
arid Iis subsidiaries, respectively.

Pihers
Others incladed the Retirement Plan’s cash-and cash equivaktents which eam interest,

The BOT reviews the level of funding reguired for the retirement funds. Such a review includes the
asset-liability matching (ALM) strategy and investment risk management policy. The Company's
ALM ohjective is to match maturities of the plan aszets to the defined retirement obligation as they
fall due, The Company manitors how the duration and expected yield of the investments are matching
the expected cash outfows arising from the defined benefit retirement obligation.

The Retirernent Plan exposes: the Company to actuarial risks such as investment sk,
interest rate rizk, longevity risk and salary risk as follows:
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Irvestinent and Interest Rate Risks. The present value of the defined benefit retirement abligation
calculated using a discount rate determined by reference to markel yields to povernment bonds.

Generally, 2 decreasein the interest rate of a reference government bongd will increase the defined
banafit ratiramant obligatisn. Howavar, this will ba partiafly offcat by an increacse in the raturn on

the Retirement Flan’s imvestments and if the return on plan asset falls below this rate,
it will create a deficit In the Retirement Plan. Due to the long-term nature of the defined benefit
retirement obligation, a level of continuing equity investments i an appropriate elemeant of the long-
term strategy of the Company to manage the Retirement Plan efflclently,

Longeuity and Salary Risks” The present valve of the defined berefit cbligation is calculated by
reterence to the best estimates of: (1) the manality of plan participants, and (2) the future salaries of
the plan participants. Consequently, increase in the life expectancy and salary of the plan participants
will result in an increase in the defined benefit retirement obligation,

The averall expected rate af return it determined based on historieal performance of the nvestments,
The principal actuarial assumptions used o determine retirement benefits are as follews;

In Percentages
2024 J023
CHseount rateo 603 .10
Salary increase rate 5.00 5.00

Assumptions for mortality and disability ratez are based on published statistics and mortality and
disability tablas.

The weighted average duration of defined benefit retirement obligaton is 4.3 years and 3.4 years as
at December 31, 2024 and 2023, respectively.

Az at Decomber 31, 2024 and 2023, the reasonably possible changes to one of the relevant actuarial
assumptions, while holding all other assumptions censtant, would have affected the defined benefit
retiremeni obligation by the amounts below, raspectively.

20249 2023
1 Percunt 1 Percent 1 Percent 1 Parcent
Increass= Decrease increass Decrease
Disciunt rate {P2,083,105) 2,299,070 (P2,333,432) P2,624,139
Ealary inoresse rate 2,298,757 2,121,818} 2,626,725 (2,439,603

Mlaturivy arrabysis of Lhe sipecied futue benefll paymenis oy al Decernber 31 6 an fulfows:

2024 2023
Within 1 vear B22,203,126 B4, 78L,268
Within 1 to 5 years 16,287,906 21,843,924

Mose than 5 years 31,747,085 33 975,306
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16, Rﬂated Fﬁ Dﬁchsures

The Company, in the normal course of business, purchases products and services from and sells
serclers ta related parties. Tranwachons with felated partles ane mades at roemal markst prices and
terms. Amounts owed by/owed to related parties are collectible and will be settlied in cash.
An assessment is undertaken at each financial pear by examining the financkal position of the related
party and the market in which the related party operates.

Below are the transactions with SMC and its subsidiaries, and the following minarity steckhaolders and
the outstanding balances a4 at and for the years énded December 31, 2024 and 2023

& Coconut Industry Investment Fund Corparate Company
®  Private Ol Milis

Arveovardts Oweed to

Purchases troen Falated Faries
Wear Related Parles Mo 10) Terrni Ceanditiona
Parent Company it B15 &5 07T ®i45 820 O el Linees uingd;
2 13000 1L.3E= nan-mieres1 bearing e impermet
Eatnies mmder common. 2004 10000218 513,88 On damand, Unsscuned;
e r N AI0 PR 158 5075 o=l enass BT T F T

Dsating
Birka O, A
ADE3 10,298

As al December 31, 2029 and 2023, purchases from related parties include directors’ and
managemeiit fees for Parent Company and shareholders, which amounted te B16.77 million and
F14.32 million, respectively,

Key management persannsl [KMP] of the Company are those persons Raving autharity and
responsibility of planning, directing and controlling the ectivities of the Company, directly or
indirectly, including managers, whether executive or otherwise.

The compensation of the KMP of the Company presented as part of “Salaries and employes benefits”
account arg as follows:

2024 2023
sataries and other short-term benefits F27,671,481 F28 650,632
Retiremaent bepefits 878,553 1,720,460

P28,550,034 30,371,002

17,

Financizl Risk Management Objectives and Policies

Dbjectives and Policies

The Company has significant exposure to 3 variety of financial risk, from its use of financial
instruments, The Company’s risk management involves the dose cooperation of the Company's BOD
in developing objectives, policies and processes oninsarance; liguidity, credit and market risks and
the Company's management of capital
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The Company’s principal non trade-related financial instruments include cash and cash equivalents
and security deposits, These financial instruments are used mainly for working capital management
purposes, The Company's trade-related financial assets and liabilives such -as receivables

[axcluding advances. to officars and empleyees precented wndar “Dthers'), preamiume dua ko
underwriters, accounts pavable and sccrued expenses [excluding pavable to regulatory agencies)
arise directly from and are used to facillitate operations,

Governance

The primary objective of the Company’s financial risk managerment framewaork is to protect the
Company’s shareholders from: events that hinder the sustainable achievement of the financial
performance objectives, including failing to exploit opportunities. Key management recognizes the
critical importarce of having efficient and effectve nisk management system,

The BOD has the overall responsibility for the establishment and oversight of the risk management
framawark. The Company's risk management is coordinated with SMC, in close operation with the
BOD, and focuses on actively sacuring the Company's short to medium-term cash flaws by minimizing
the exposure to financial markets,

The Company dogs not actively engage in the trading of financial assets for speculative purpeses nor
does it write options:

Financizl Risk
The Company i% exposed to financial risk through its financial assets and liakelities, The most mportant
components of the financial risk are credit, lguidity and market risk.

Credit Risk
Credi risk is the risk of financial loss to the Campany if counterparty toa financial imstrument falls to
meet its contractual obligations.

The Company’'s credit risk s concentrated on its cash and cash equivalents {excluding cash on hand)
and recefvables {excluding advances to officers and employees presented under "Others”), Tomanags
this rizk, these financial assets are placed and transacted with reputable entities with high quality

oxtarnal eradit rating.

As at December 31, 2024 and 2023, financial information of the Company’s maximuem exposure to
credit risk s as follows:

Note 20243 2023
Cozh and caah cquivalenta® L F220,983,100 F240,152,705
Receivabies** (] 49,324,872 35,041,737
Security deposits*™** 7 61,680 B2,400

270,369,740  ©275,256,832

*Exchuding cashon band armownting fe BeL 0T iy 2024 ond 2023

**Excinding odvarces ta afficers gnd emplopess gresented under “Cthavs® emounting to nd ond 840,000 in 2024 and
2023, respectively

= included undel “Drher current osseis” pocownt
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The table below shows the credit quality of the Company's financial assels that are neither past due
nor impaired based on their historical experience with the counter parties,

nTa
Standard Substandard
High Grade Grade Grade Tatal
Cash and cash aquivalants*® F220,983,188 B - P220,963,188
Receivabies = 49374, 872 45,334 872
Security deposits™* - 61,680 - 61,680
E220,98%, 188 B8 386, A5 - W70, 368, T
*Note E exclirding cosh on hend emounting o Fe0,.000
* "icluded woder “Other current assets " account
2023
Standard Substandard
Hﬁh Grede Grade Grade Taotal
Cash and cash squivalents™ RI40, 152 705 F- L BE40,153, 705
Recsivabiss™* = 45041, 727 = 35,041 727
Seclrity deposits® ™ — 52,400 - 52,400
B240, 152,705 B35,104,127 - R275, 256,832

*Note 5 eveluding cosh an tond emavnting fe FE0 000
*#fate & owcluding odvances to officers and emplovees presented voder TOthers” amounting o B40, 000
= ncladed ender “Cther curent arels” aocowt

High grade financial azsets pertain to those recelvables from counter parties that conskitently pay
before the maturity date. Standard grade financial assets have acceptable probability of default from
counterparties that have a strong capacity to meet contractual obligations in the near term.
Substandard grade financial assets are collected on their due dates provided that the Company made
a persistent effort to collect them are induded under substandard grade receivables,

Firancial assets at amortized cosl, which are composed mostly of cash and cash eguivalents
[excluding cash on hand), recesvables [excluding advances to officers and employees presented under
"Others"} and security deposits présented under "Other current assets” are assessed for Impalrment
based an a 12-month ECL. ' '

Liguidity Risk
Liguidity rizk. pertains to the risk that the Company will encounter difficulty to meet payment
obligations when they fall due under normal and stress circumstances,

Ta manage this risk, the Company dosely monitors its cash flows and ensures that adequate funding
iz suailable ko mest commitmants ac they arles withaut ingurring unnecoeeary coste 3nd at the loack

passible cost,
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The table below summarizes the maturity profile of the Company's financal assets and financial
liabilities based on contractual cash flows used for liquidity management.

T
Contractual Cne Year More than
Carrying Amoint Cash Fow or Less One Year
Financlal Assats
Cash and cash squivalsnts B2 A3 188 BF21 043 188 BI2E,043 188 -
Recevalres - et 49 324 872 43, 324 871 48 334,872 =
Security deposits E1,680 G1L.E8D 61,680 -
270,429,740 270,429,740 FT0428, 740 -
Firancial Liabilitbes-
Premivms doe to underwriters 150,503 470 150,503 AT 150,503 470 =
Accounits payable end sccrved
Expare® 51,307,178 51,307 133 51,307 128 -
H01 810,598 20,810,598 01,810,558 -
Met Uiguidity Surplus REE,619,142 RES.E1D,.142 RBE619,142 #-
"Raoty PO enciIing pmadee To Aegehalney sl GAnauniing re mE L milaw
Pl r ]
Contractual One Year hore than
Carrying Amount Cagh Flow or Less Qne Year
Finamdsl Asiel
Cash and cash equivalents R4l 133 105 R2d40, 313 05 B240,212 705 B-
Reoeivabes - net”® 35041, 727 F50q L r87 5041727 =
Security deposits £ 400 B A0 ‘b4, A0 =
275316832 275,316.832 275,316,832 =
Finanial Liabilitbed
Fremiums due ta underwriters {141,918, 91E| {141,518 518) {141 918918} -
Accoonts payable and accrued
expenses*” (52,757,703 [52.757.703) (52,757,703} =
[194, 676 621 [134,676.621) {194,675,821) -
Neat Liguidity Surplus BED BAD 111 R0 B 211 RE0 G40, 211 P-

*Nofe & excluging odvences £0 officen ond emplopees presesded under “Others” armoonling fa BO.000
b 1O Emciiiing papaihe 19 hegulatony apendies einouvaling K S 30 ko

Market Risk
Market risk is the risk of change in fair value of financial instruments from fluctuation in foreign
exchange rates [currency risk) and market interest rates {interest rate risk),

Market risk is the risk to an institution's finandal condition from volatility in the price movements of
tha aceate rantalned nos pactfaling Madket rlek reprecante that the Campany waold laos fram prce
volatilities. Market risk can be measured as the potential gain or loss in a position or portfolio that &=
assoclated with a price movement of a given probability over a specified time horizan,

The Company manages market risk by evenly distributing capital among investment instruments,
sectors and geagraphical areas,



The Company structures levels of market rlsk it accepts through a sound market risk policy based on
specific guidelines set by management. This policy constitutes certain fimiks on exposure of

investrmerts mostly with top-rated banks, which are sefected on the basis of the bank’s credit ratings,
eapitalizztion and guality carvicing balng randarad to the Compamy,  Ales, the caid polioy includes

diversification benchmark of investment portfolio to different investment types duly approved by IC,
asset allacation reporting and portfalio limit structure; Moreover, control of relevant market risks can
be addressed through compliance reporting of market risk exposure to the IC, regular menitoring and
review of the Company's investment performance and upcoming Investment opportunities for
pertinence and changing ervironment.

Foreign Currency Risk

Foreign currency risk is the risk thiat the values of fareign currency-denominated financial assets and
financial liabilities in terms of the Company's functional currency will fluctuate and result to losses
due to changes in foreign exchangs rates, The Company is exposed mainly to foreign currency riskon
cash and cash equivalents that are denominated in currencies ather than in Philippine Peso.

The table below summarlzes the Compary's exposudne to currency risk as at December 31:

2024 2023
US Dollar.  Peso Equivalent® LIS Dollar  Peso Equivalent®
Cazh n Banks 5§53 894 3,117,470 5319,911 F17,713,488
Tﬁn‘nﬂ:l AT O A T rennciag aff

In translating foreign currency-denominated financial assets irto Philippine Peso amounts,
the exchange rate used was B57.85 and B5537 to U5 51.00 as at December 31, 2024 and 2023,
respectivaly, which is based on Philippine Dealing and Exchange Corporation;

The following table demonstrates the sensitivity to a reasonably possible change in US doliar exchangs
rate, with all the variabiles held constant of the Company’s income hefore income tax.

increace (Decroase] an
Change in U% Doller Exchange Income Before increase (Decrease)
Rate Incarre Tax an Equity
£0La 4475 {EF3l, ra0) (LTt
447 751,780 237,534
2023 +0.66% (118,079 (35.424)
-BE% 118,079 35434

The Company determined the reasonable possible change in foreign carrency using ane year voalatility
of tha UE Dollar and Philippine Peco az thic will be tha bact repracant of tha meovemeant In foraign

exchange rate until the next reporting period.

inrerest Raote Risk
The management of interest rate risk involees maintenance of appropriste blend of financial
Instrurnents with consideration of the maturity profilé,

Exposures to interest rate risk on cash in banks and short-term investments are as follows:

Interest Rate Amount
2024 Low 2.50% - High 5.853% B221,043,188
2023 Low 0,375% - High 5.85% 250,212,705

All the interest-bearing finandial Instruments are due within one year.
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Fair Yalue of Financial Instrumersts
As al December 31, 2024 and 2023, the carrying amounts of the Company’s financial assets and

financial abilkties such as cash and cash equivalents, recejvables [excluding advances 1o afficers and
amployear pracentad undar "Otharc”), cacunity depecits [includad undar "Othar current accats®

account), premiums due to underwriters and accounts payable and accrued expenses (excilding
payable to regulatory agencies), appraximate their fair values due to their short-term maturity.

The carrying amount of lease Habilities approximates its fair value because the effective interest rate
used for discounting the lease liabilities approcimates the current market rate of interest for similar
transactions.

18

Capital Management

The Company maintains a sound capital base to ensure its ahility to continue as a going concern,
thereby continue to provide returns to stockhelders and benefits to other stakeholders and to
maintain an optimal capital structure to reduce cost of capital,

The Compzny manapes its capital structure and makes adjustment to it in Hght of changes in econamic

conditions, To maintain or adjust the capital structure, the Company may adjust the dividend payment
to stockholders, return capital to shareholders or issue new shares,

The Company defines capital as paid (nocapital stock and retained earnings. Egulty resemves are
excluded from capital for purposes of capital managemeant.

The BOD has overall responsibility for monitoring capital in propartion ta risk. Profiles for capital ratios

are set inthe lHeht of changes in the external environment and the risks underlying the Company's
busiress, operation and industry,

The Company monitors capital on the basis of debt-to-equity ratio, which is calculated as total debt
divided by total equity. Total debt is defined as total [iabilities,

Az at December 31, 2024 and 2023, the capital considered by the Company consists of:

2024 2023

Common stack;
|ssued B45,000,000 F45,000,000
Treasury stock - at cost [27,785,867) -
17,214,133 45,000,000
Ratairmmnd ﬁ:u'ﬁh'i%t 127,334 718 = Lo e U

F133,548,843 R140,777.516

A5 at December 31, 2024 and 2023, the retained earnings exceeded the paid-in capital stock of the
Company. The Company intends 1o use the excess retained earnings over paid-up capital tor tuture
dividend declarations

On March 23, 2023 and December 11, 2023, cazh dividends amounting to Fi0.00 milion and
#20.00 million were declared o shareholders on record as at April 15, 2023 and December 31, 2023,
respectively, Dividends amounting 10 21000 millien and £20.00 milllon were paid on April 15, 2023
and December 31, 2023
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In Cetober 2024, the Company bought a total of 9,656,250 of ity outstanding commaon shares,
representing 21.47%, at a price of BL87 per share. The Company paid #2779 million to the

stockholders who exercised the buy-back option over its outstanding comman shares: The offer 1o
buy-back was approved by tha BOD an April 10, 2034,

On Nowember 25, 2024, cash dividends amounting B20.00 million were declared to shareholders on
record as of date of declaration. Dividends amounting to F2000 million were paid on
Crecermber 27, 2024,

As a result, the Company became 74.27% directly ‘owned by the Parent Company as at
December 31, 2024,

Pursuant to the [C Circular Letter [CL) No, 2018-52, Guidelines on the Licensing Requirements of the
Insurance and/or Reinsurance Brokers, dated October 19, 2018, the Company is reguired 1o comply
with the following:

Capitalization and Net Woarth Beguirements for Insusance and Beinsurance Brokers

The Company is required to maintain a net worth of at least B25, 000,000, The capitalization net worth
requirements shall be without prejudice to the adoption of risk-based capital approach and other
internationally accepted forms of capital framework, Met worth shall consist of paid-up capital,
retained sarnings. unimpaired surplus, and revaluation of assets asmay be approved by the Insurance
Commission.

Required Bond for insuranca Brokers
Pursuant to IC Circular Letter Mo, 2018-52, Guidelines on the Licensing Reguirements of the Insuronce

andor felnsurance Brokers, dated October 19, 2018, every apolicant for Insurance broker's llcense
shall file with the IC and shall thereafier maintain in force while so licensed, a bond in favor of the
pecple of the Republic of the Philippines executed by a company authorized to become suréty upon
oificial recognizances, stipulations, bonds and undertakings. The bonds shall be in amount as may be
figed by the Commissioner, but in no case less than One Million Pesos, #1,000,000, and shall be
conditioned upon full 3ccounting and due payment to the person entithed thareto of funds coming
into the broker's possession through insurance transactions.

Pursuant to the IC Circular Letter (CL) Mo, 2021-65, Revised On-Site Examination/0if-5ite Verification
Rules -and Procedures, dated Movermber 5, 2021, the Company 12 reguired to camply with the
fallawing:

Segrepation of Client’s Moy Account
Section 315 of the Amended Insurance Code requires every license insurance and/ar reinsurance

broker to ensure faithful performance of its fidudary responsibilities on behalf of its clients and
partner insurance andfar relnsurance companies. Thus, an insurance and/ar relnsurance broker is
required to keep client monies in a client account separate from its cwn monies. |t is not allowed to
use client monies for any purpose ather than for the purposes of the client, As at December 31; 2024
and 2023, client monies amaunting to 851,98 million ard #64.73 million, respectively, handled by the
Company are recorded In "Cash and Cash equivalents.”
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Fiduciary Ratio Computation
An insurance and/or reinsurance broker with a credit agreement with an insurance/reinsurance

company of broker shall comply with the Fiduciary Ratie Reguirement set by Insurance Comrission
wehich =121

Fiduciary asset and liability accounts and fiduclary computation of the Company are as follows:

2024 20d3
Fiduciary Assets
Cash restricted - Client’s Money B51,981,152 EGd, 727,683
Receivables from Insurznce Companies Clients 246,042,478 208,953,766
298,023,630 273,680,949
Fiduciary Liabllities
Payables to Insurance Companies 298,023,630 273,680,845
Flduciary Ratio 1l 1:1
Qifsetting Arrangements

This requirement can be covered by disclosure requirements on offsetting financial assets and
financial liabilities (Note 3).

Az at December 31, 2024 and 2023, the Compeny has complizd with the foregoing requirements.

. Other Matter

On April 21, 1986, the Company's assels and funds were sequestered bythe Presidential Commission
on Good Government [PCEG) and 3 PCGG cantroller was ascigned. Under this arrangement,
the Company continoes to operate normally with the POGG controfler reviewing all of its
disbursement and other specified transactions. Management believes that no adverse effect an the
Company's operations will arise from the sequestration order which management expects ta be lifted
i due cowrse after the POGEG shall have satisfied itsell of the objective of the sequestration,
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The Bureau of Internal Revenue has issued RR Mo, 15-2000 which requires certain tax information to
be dizclosed In the notes to the finsncial stetervents. The Company presented the regquired

supplementary @ infarmation as a separate schedule attached to its anmual income Bix return,



