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Bonitacio Global City, 1684 Taguig
Philippines

Navarro Amper & Co.
N avarro m 'Qn r&co 19th Floor Six/NEO Building
-] ® 5th Avenue corner 26th btreet

Tel: +63 2 8581 9000
Fax: +63 2 88609 3676
www.deloitte.com/ph

BOA/PRC Reg. No. 0004
SEC Accreditation No., 0OD1-FR-5

SUPPLEMENTAL WRITTEN STATEMENT OF AUDITORS
|

The Board of Directors and Sharehdiders
SUN LIFE FINANCIAL PLANS, INC
[A Whelly Owned Subsidiary of Suyn|Life of Canada (Philippines), Inc.]
2" Floor, Sun Life Centre, 5% Avenue corner Rizal Dri a

Bonifacio Global City, Taguig CitY

Gentlemen:
We have audited the financial statements of Sun Life Financial Plans, Inc. as at and for the year
ended December 31, 2019, onh | which we have rendered the attached report dated

March 3, 2020.

In compliance with the revised curities Regulation| Code 68, we are stating that the said
Company only has one (1) sharehdlder owning one hundred (100) or more shares.

wn
®

\
Navarro Amper & Co.

BOA Registration No. 0004, valid from November 12, 2018 to July 16, 2021
SEC Accreditation No. 0001-FR-5, isstied on January 15, 20[19; effective until January 14, 2022, Group A
IC A. N. 0004-1C, issued on FebHuary 28, 2020; effective until February 27, 2025
TIN 005299331

By:

Bonifacio F, Lumacang, Jr.
Partner

CPA License No. 0098090
SEC A.N. 1793-A, issued on November 11, 2019; effective until November 10, 2022, Group A
IC A/ N. 98090-IC, issued on February 19, 2020; effective until February 18, 2025
TIN 170035681 }
BIR A.N. 08-002552-18-2018, issued on January 26, 2018; effective until January 26, 2021
PTR No. A-4689422, issued on Ja nwary 2, 2020, Taguig| City

Taguig City, Philippines
March 3, 2020

Deloitte. 0O O




5th Avenue corner 26th $treet
Bonifacio Global City, 1684 Taguig
Philippines

|
N av a r ro A m 4‘9 r & CO . Yot gﬁ;(’;{g?j:\l?ocguudhg

Tel: +63 2 8581 9000
Fax: +63 2 8869 3676
www.delaitte.com/ph

BOA/PRC Reg. No. 0004
SEC Accreditation No. 0001-FR-5

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders
SUN LIFE FINANCIAL PLANS, INC.
[A Wholly Owned Subsidiary of Sun Life of Canada (Philippines), Inc.]
2" Floor, Sun Life Centre, 5th Avenue corner Rizal Drive
Bonifacio Global City, Taguig City

Report on the Audit of the Finan ial Statements
Opinion

We have audited the financial ~statements of Sun Life Financial Plans, Inc
[A Wholly Owned Subsidiary of Sun|Lie of Canada (Philippines), Inc.] (the "Company”), which
comprise the statements of fina;n:i | position as at December 31, 2019 and 2018, and the
statements of comprehensive income, statements of changes in equity and statements of cash

flows for the years then ended, gnd a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying [financial statementg present fairly, in all material respects,
the financial position of the Company as at Decembar 31, 2019 and 2018, and its finandial
performance and its cash :flows\far the years then ended in accordance with the financjal
reporting standards in the Phiiippi:pe s for pre-need compgnies set forth in the amended Securities
and Exchange Commission ((SEC) Rule 31, Accounting|Standards for Pre-need Plans and Prie-
need Uniform Chart of Accounts (PNUCA), as required by the rules and regulations of the SEC
and adopted by the Insurance Commission (IC).

\
Basis for Opinion ‘
We conducted our audits | in a}:m‘dance with Philippine Standards on Auditing (PSAs).
Our responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Financial Statements section of gur 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 |n
accordance with these requirements and the Code of Ethics. We believe that the audit evidenge
we have obtained is sufficient and appropriate to provide|a basis for our opinion.

Emphasis of Matter

We draw attention to Note 1 to the financial statements,| which indicated that the Company hg
decided to temporarily discontinue gctively selling pre-need plans until the market environmer
improves. All existing pre-need plans \will continue to bd serviced and supported until maturit
by the Company’s trust fund assets.| Our opinion is not modified in respect of this matter.,
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Deloitte. | A A
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SUN LIFE FINANCIAL PLANS, INC. ‘
[A Wholly-Owned Subsidiary of Sun Life of Can
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(Philippines), inc.]
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STATEMENTS OF FINANCIAL POSITION

| — |

RECEIVED Sypy

JUN 25 2000 I

—

‘ Notes
‘ \

ASSETS
Current Assets
Cash and cash equivalents 7 P 406,073,436 P 511,522,549
Receivables 8 33,762,517 34,472,378
Prepayments and other current assets - net g 78,478 286,285

Total Current Assets 439,914,431 546,281,202
Non-current Assets !
Trust funds 11 5,587,832,174 5,538,872,831
Financial assets at fair value through )

other comprehensive income 10 272,502,360 221,309,820
Financial assets at fair valye through

profit and loss 10 15,099,104 13,573,927
Computer software-net 12 - 5,136,792

Total Non-Current Assets 5,875,433,638 5,778,893,370

P6,315,348,069 P6,325,174,59p

LIABILITIES AND EQUITY
Current Liabilities
Benefits payable 13 P 118,534,046 P 101,239,420
Accrued expenses and other liabilities 13 5,702,484 9,529,983
Counselors” bond reserve 14 6,978,265 6,983,205
Payable to parent company 15 3,397,171 3,726,321

Total Current Liabilities 134,611,966 121,478,929
Non-current Liabilities
Pre-need reserves 16 5,606,741,774 5,639,981,404
Other reserves 17 - 333,594,664
Planholders' deposit 18 29,875,807 29,197,250

Total Non-Current Liabiiities | 5,636,617,581 6,002,773,322

|
| 5,771,229,547 6,124,252,251
Equity ‘
Share capital 19 125,000,000 125,000,000
Additional paid in capital 20 375,000,000 375,000,000
Contributed surplus 21 400,000,000 400,000,000
Investment revaluation reserves 22 685,725,843 21,886,802
Deficit (7,024,163,810) (6,422,361,762)
Accumulated trust fund income 11 5,982,556,489 5,701,397,301
544,118,522 200,922,341
P6,315,348,069 P6,325,174,592

See Notes to Financial Statements,




SUN LIFE FINANCIAL PLANS, INC.
[A Wholly-Owned Subsidiary of Sun| Life of

Ce

inada (Philippines) Inc.]

STATEMENTS OF TOTAL COMPREHEN$]VE INCOME
\ For the Years Ended DecemBer 31
| Notes 2019 2018
|
Revenues 1
Premium revenue | 23 P 105,206,379 P 108,633,659
Trust fund income - net ‘ 11 281,159,188 268,279,557
Investment income w 27 25,405,460 20,232,504
Decrease in pre-need reserves - net \ 24 366,614,879 517,267,346
Other income 28 2,069,053 1,V91,182
780,454,959 916,204,248
Expenses
Other direct costs and expenses 25 1,065,479,580 1,047,628,419
General and administrative expenses 26 30,404,342 34,083,855
1,095,883,922 1,081,712,274
Loss Before Tax (315,428,963) (165,508,026)
Income Tax Expense 29 5,213,897 4,473,624
Net Loss for/the Year (320,642,860) (169,981,650)
Other Comprehensive Income
Item that will be reclassified |
subsequently to profit or loss
Fair value fgain (loss) on finacial assets at| FVTOCI 22 663,839,041 (663,789,915)
Other Comprehensive Income for the Year 663,839,041 (663,789,915)

Total ComErehensive Income

P 343,196,181

(P_833,771,565)

See Notes fo Financial Statements,
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SUN LIFE FINANCIAL PLANS, INC, i
[A Wholly-Owned Subsidiary of Sun Life of Ca

da

{Philippines), Inc.]

STATEMENTS OF CASH FLOWS

For the Years Ended Decemiber 21

Notes 2019 2018
|
Cash Flows from Operating Activities ‘
Loss before tax (P 315,428,963) (P 185,508,026)
Adjustments for:
Amortization of computer software 12, 26 5,136,792 5,603,773
Pre-need reserves 16 (33,239,632) (82y,335,980)
Additional allowance for non recoverable prepaid tax 9.26 969,200 959,937
Trust fund|inceme (281,159,188) (268,279,557)
Other reserves 17, 24 (333,594,666) 309,881,600
Investment income 27 (25,405,460) (20,232,504)
Net amortization of premium 10 2,188,832 2,080,077
Unrealized |revaluation (gain) loss on FVTPL financial assets (1,525,177) 55,470
Operating cash flows before working capital changes (982,058,262) (962,775,210)
Decrease (Increase) in:
Receivables | 567,969 (30,437,290)
Prepayments and other current assets (761,382) (972,936)
Increase (Decrease) in:
Accrued expenses and other liabilities (3,827,499) 2,937,181
Benefits payable 17,294,626 21,237,047
Payable to parent company (329,150) 485,545
Counselors' bond reserve (4,940) (12,444)
Planholders deposit 678,557 4}293,183
Cash used in operations (968,440,081) (965,244,924)
Income taxes paid (5,213,897) (4,473,624)
Net cash used in operating activities (973,653,978) (969,718,548)
Cash Flows from Investing Activities
Investment income received 25,547,353 19,078,122
Trust fund contributions 11 (283,594,066) (168,103,236)
Withdrawals from trust funds 11 1,126,251,578 1,030,803,842
Net cash from investing activities 868,204,865 882,178,728
Cash Flows from a Financing Activity
Additional capital infusion | 21 - 375,000,000
Net Increase (Decrease) in Cash and Cash Eduivalents ' (105,449,113) 287,460,180
Cash and Cash Equivalents, Beginning 511,522,549 224,062,369

Cash and Cash Equivalents, End

P 406,073,436

P 511,522,549

See Notes to Financfal Statements,




SUN LIFE FINANCIAL PLAN y INC,
[A Wholly Owned Subsidiary of

un Life of Canada (Philippines), Inc.]

NOTES TO FINANCIAL STATEMENTS
AS AT AND FOR THE YEARS‘ E

1.

CORPORATE INFORMATION AND STATUS

Corporate Information

Sun Life Financial Plan

commercial operations oh

The Company is a wholl

5, | Inc. (the “Compan
Securities and Exchange

NDED DECEMBER 31

Commission (SEC

to education plans

ly owned subsidiary g

(SLOCPI). SLOCPI, a WW‘O

is a stock life insurance gompany authorized tq

and undertake the busine
The Company’s
a company incorporated (

The Company’s registere
2M Floor, Sun Life Centre
City.

Status of Operations

On March 1, 2010, the

bre-need plans until the P

fund assets, As disclosed|i

P5,587,832,174 are less h
as at December 31, 2019 as shown in Note 16,

P34,300,000 in Februa
Commission (IC) to cove

FINANCIAL RE PORTING

PRESENTATION

Statement of Complian

The financial statements of
accounting standards set Lort in the amended

Pre-need Plans and Pre-n
rules and regulations of tH

Basis of Preparation and

The financial statements of

basis, except for:

e certain financial :instrulne ts carried at fair

» certain financial instru

® pre-need reserves car

ultimat

ss of life insurance, i
parent compa

d |office address and
I Avenue corner Rjzal Drive, Bonifacio Global City, Taguig
(8}

e

the Company have

ed| Uniform Chart of

Presentation

pre-need benefits guar T
a

Historical cost is generally

vL‘ed at present value

at inception.

OF OPERATIONS

June 1, 2001, Its primary purpose is to engage mainly in the
development of lawful linstitutional medium fo¢
marketing and sales of an
including, but not limited
retirement plans and liﬂ? blans, with all the reqy
equipment or articles essential or relevant to such securities and services to be delivereg
in the future to planholdérs, enrollees, purchas

and all types of sqcurities (without acting as stock broker

ers, and subscribers, .
Owned subsidiary of Sun Life of Canada {(Philippines), Inc

nder the laws of Canada.

npany decided to temporarily discontinue actively selling
rerneed market environment improves, All existing pre-need
plans will continue to be serviced and supporte

N Note 11, the Company’s trust fund net assets amounting to
an the required Pre-niped Reserves (PNR) of P5,606,741,774

2020 within the prescribed time allowed by the Insurance
the trust fund deficiency, as disclosed in Note 14,

RAMEWORK AND BASIS OF PREPARATION AND

€|SEC and adopted by

the Company have

ents carried at amortized cost, and

teed and payable by

sed on the fair value of the consideration given in exchange
for goods and services receive

, 2019 AND 2018

V") was registered with the Philippin
on September 18, 2000 and| starte

L2 5 =y )]

r the maintenance, conduct, operation|,

T

« Pension plans, retirement income o
isite services and facilities, merchandise

f Sun Life of Canada (Netherlands) B.V.,
€ngage in, conduct, transact, carry on
ncluding accident and health insurance,
ny is Sun Life Financial, Inc,,

principal place of business is at the

d until maturity by the Company’s trust

The Company subsequently contributed

been prepared in accordance with the
SEC Rule 31, Accounting Standards for
Accounts (PNUCA), as required by the
the Insurance Commission (IC).

been prepared on the historical cost

value,

of expected funding required to settle
the Company.




Fair value is the price
in an orderly transa
regardless of whethe
valuation technique. I
takes into account the
take those character
measurement date, Faj

financial statements s de

tha

€

In addition, for financjal r

into Level 1, 2|or 3|4

measurement in fits entire

* Llevel 1 inputs afe
assets or|liabilities

* Level 2 inputs are
are observable for

Level 3 inputs are

Functional and Presepta#ion Currency

The financial statéments b
£Conomic environment in

ADCPTION OF NEW AN

Adoption of Nev; and Re

The following new and-rey
published by the Internatig
FRSC.in the Philippines, We

PFRS 16 — Leases |

PFRS 16 introduces new oi
introduces significant char
between operating and fin

leases and Ieas"eS\of low val
forTEss'or-accomtin'g have

Tnis amendment had
have {eases,
Amendments to FFRS © — 7

The amendments imcgie:

Changes regarding symwmeityid

linder the amendmenits, Hha
i

depending on the interest
ahs be made in

] favor of the Lontracting party
caltiation of this compensation payment niust
earY epayment penalty and the case of an early

naracteristics of the ag
Hcs into account wh

ased on the degree
measurements are obsen

which the Comipany operates. AJl amounts are recorded in the
nearest peso, except wlfﬁen therwise indicated, -

N between market
at price is directly
stimating the fajr va

alue for measuren
termined on such a

Eporting purposes,

able and the sign
ty, which are descrih

that the entity can

inputs, other than q
he asset or liability

-t

unobservable inputs

re presented in Phili

D REVISED ACCOUNTING STANDARDS

2vised Accounting Standards Effective in 2019

sed accounting standgrds and interpretati
n IAccounting Stand

-re adopted by the Company effective on Jan

[\
!
[
|
|

mended requireme

g]es to the fesses s

ance lease requires a~“-<#Q‘e‘;_:;uiring the recognition of a right-
of-use asset and a |ease liability at commenceme

ue“; assets. In contrast
reLnained largely unc

Noimpact on the financial

‘repayment Features

t would be received
ctio
th

quoted prices (Unadjusted)

#repayment options

sign of the prepd
@ prevaifling at the

participants at the measurement datle
lobservable or estimated using anoth
lue of an asset or 3 liability,
set or liability if market participants woy
EN pricing the asset or

ent and/or disclosure purposes in theg
basis,

fair value measurements are categoriza
to which the inputs to the fair valy

ficance of the inputs to the fair valu
ed as follows:

M o

in active markets for identicg
access at the measurement date;

Hoted prices included within Level 1, that
either directly or indirectly; and

for the asset or liability,

ppine Peso, the currency of the primary

ons that have been
ards Board (IASB) and approved by the

uary 1, 2019:

Nts with respect to lease daccounting. It
counting by removing the distinction

M forall jeases, except for short-term
to I€5ae-accounting, the requirements
hanged.

statements At o Company does nct

vith Negative Compensac,,,
TR

S

yment amount is not relevant, i.e.
time of termination, a payment may
effecting the early repayment. The
be the same for both the case of an
“epayment gain.

0 sell an asset or paid to transfer a liability

’

er
the Company
Id
liability at the
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Clarification regarding the modification of fing

The amendments cont
exchange of a financial
derecognition of the fi

amortized cost of the fin

or loss at the date of

accounting treatment may therefore become
interest rate was adjus‘ted and not the amortiz

The adoption of the amendments did not have an impact on the Company’s financial
statements as the Ccmqp

transactions.

PAS 28 — Long-term Interests fn Associates apd Joint Ventures

The amendment clarifi

reguirements, to long-term interests in an asg
the net investment in th

not applied.

This amendment had nolj
have long-term interests|i

Philippine Interpretation

This interpretatioﬁ applies in determining the taxable profit (tax loss), tax bases, unused
tax losses, unused tax cred ts and tax rates, wi

treatments under PAS 12|~ Income Taxes,

An entity has to consid

tax filing.

» Ifthe entity conclud
the entity has to det
unused tax credits
income tax filings,

tax treatment when determining taxable p

losses, unused tax

method provides bettdr predictions of the reselution of the uncertainty.

An entity has to reassess‘

o]
=

a clarification regar

nancial liability, An o
ncial liability arising
the modification or e

{a)

any does not ha

L)

associate or joint ve

=

its associate and jqg

§ that it is probable tha

as to use the most like

redits and tax rates. T

The adoption of the inter

statements as the Compan

Amendments to PAS 19

The amendments in Plan A

e If a plan amendment

are determined using

* In addition, amend
amendment, curtailm
ceiling.

These amendments had n

tation did not have
does not have unce

"
¥
Plan Amendment, Cu
m

the assumptions used

ments have been inclyded to clarify the effect of a plan
ent| or settlement on the requirements regarding the asset

liability measured at amortized cost that does not result in tHe

es that an entity applies PFRS 9 including its impairmen
ociate or joint venture that form part o

"pact on the financigl statements as the Company does not

FRIC 23 — Uncertainty over Income Tax Treatments

nen there is uncertainty over income tax

2T whether it is probable that the relevant authority will accept
each tax treatment, or group of tax treatments,

ermine taxable profit (tax loss), tax bases, unused tax losses,
ritax rates consistently \with the tax treatment included in its

* If the entity concludds [that it is not probable that a particular tax treatment is
accepted, the entity
g

its judgments and estimates if facts and circumstances change,

endment, Curtailment or Settlement are:

s lcurtailment or settlement occurs, it is now mandatory that
the current service cost and the net interest f

impact on the financial statements as the Company does not
have plan amendment, c rtailment, or settlement under PAS 19,

ncial liabilities
ding the accounting for a modification or

ntity recognizes any adjustment to tHe
from a modification or exchange in profit

Xchange. A retrospective change of the

Bl Necessary if in the past the effectivie
ed cost amount,

ve modification of financial liabilities

=

nture but to which the equity method i

int venture,

that it used or plans to use in its income

t a particular tax treatment is accepted,

ly amount or the expected value of the
rofit (tax loss), tax bases, unused tax
he decision should be based on which

an impact on the Company’s financial
rtainty over income tax treatments.

rtailment or Settlement

or the period after the remeasurement
for the remeasurement.




Annual Improvements t

Amendments to PFRS 3

The amendments tg PF%RS
is a joint operation, lt
amendments to PFRS 11
that is a joint operatio 2
business.

t

These amendments di
the Company does not h

a

Amendments to| PAS j1
instruments classjfied a,

The amendments clarify
recognize the income tax
that generated distriby
consequences of dividend
deals with situations wh
profits,

|

T
The adoption of the ame
statements as the Comp4
financial instruments class

Amendments to PAS 23

The amendments clarify {
related asset is ready fo
funds that an entity borrow
borrowings,

These amendments did ng
the Company does_not hay

New Accounting Stan
December 31, 2019 l

PFRS 17 — Insurance Co

PFRS 17 establishes the pr
disclosure of insurance ca t
17 is to ensure that an en

those contracts. This infor
the effect that insurance

The key principles in PFR

performance and cash flo;ws-

e identifies as insurance

3 et . | Lz
significant insurance i

p
;

compensate the polic
adversely affects the

Separates specified e
distinct performance o
divides the contracts in
recognizes and measur
i. a risk-adjusted pres
that incorporates a|
in a way that is cons
is a liability) or minuy

e

no

2
eq

e
B Dy moving the parag
e

Ll

ments did not havs
ny does not have ing
sifled as equity.

orrowing costs elig

t
€
=

"FRSs 2016-2018 C

nd PFRS 11 — pPrevip

3 clarify that when 3
2Measures previous
clarify that when an
he entity does not rg

t have an impact o
Vie previously held in
— JIncome tax cqg
quity

that the requirems
consequences of diy
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here are different t

h
b
S

t Eave an impact on
e |borrowing costs th

dards Effective af

acts
n
rg
tit
at
CO

cts within the scop

ntracts have on t

7
ca
sk
g
lig
be
ig
0

are that an entity

erif a specified un
yholder;

dded derivatives,

groups that it will
5
nt

o
-

iste

w

Vcle

N the Company’s financial statements a
terest in a joint operation,

t if any specific bg
intended use or sg
enerally when cale

ciples for the recogr

Y provides relevant
ion gives a basis for

ntracts those cont
from another part

ations from the insy

groups of insurance

value of the future
the available inform
nt with observable
if this value is an as

usly held interest in a Joint operation

n entity obtains control of a business tha
ly held interests in that business. Th
entity obtains joint control of a busines
measure previously held interests in tha

+ N O —~

nsequences of payments on financia

nts in the former paragraph 52B (tdg
dends where the transactions or eventsd
Bcognized) apply to all income tax
raph away from paragraph 52A that only
aX rates for distributed and undistributed

> lan impact on the Company’s financial
ome tax consequences of payments on

ble for capitalization

frowing remains outstanding after the
le, that borrowing becomes part of the
ulating the capitalization rate on general

the Com.pany’s financial statements as
gt are eligible for ca pitalization.

ter the Reporting Period Ended

ition, measurement, presentation and
of the standard. The objective of PFRS
information that faithfully represents
users of financial statements to assess
e entity's financial position, financial

€

h

racts under which the entity accepts
by (the policyholder) by agreeing to

certain future event (the insured event)

distinct investment components and
rance contracts;

recognize and measure;

contracts at;

cash flows (the fulfilment cash flows)
ation about the fulfilment cash flows

Narket information; plus (if this value
set)




ii. an amount representing the unearnd

contractual ser

* recognizes the profi
provides insurance
contracts is or beco

® presents separatel

® discloses informati

that contracts within| the scope of PFRS 17
perfermance land cash

PFRS 17 includes an oljt\'or al simplified measu
‘S

approach, for simpler |

The standard is 'effectébe

application is permitted

Management does not anticipate that the application of the standards will have an

statements since its activities are not predominantly connected
with insurance orissuance

impact on the financial

Amendments to PAS 1 3

The amendments relate

“Information is materia

expected to influence derisions that the prim

statermments make on th

information about|a specific| reporting entity, ”

Three new aspects of th

expected to influence; ang

The amendments stress

* if the language rega
unclear;

* if information regard
different places in th

e if dissimilar items, tr;

e if material informati
becomes unclear wha

» if similar items, trans;cti ns or other events

The amendments are effectily for periods beginni

application is permitted,

The Management is still ev

Amendments to PFRS 3, D¢

The amendments are to:

 clarify that to be consi
include, at a minimum

contribute to the ability

® narrow the definitions
services provided to customers and by removi

costs;

* add guidance and illustrati
Process has been acquirg

[ ———r—y

o @

te margin);

flows of an entity,

urance contracts,

for periods beginnir

of insurance contrad

AS B, Definition of

Tt
L=

revised definition

if\omitting, misstatin

basis of those finand

(it} primary users.

ding a material item,

financial statements;

nsactions or other eve

n

(i3]

finition of Business

to create outputs;

r

d profit in the group of contracts (the

t from a group of insurance contracts over the period the entit
cover, and as the entity is released from risk, If a group {
mes loss~-making, an gntity recognizes the |oss immediately;

nsurance revenue (that excludes the receipt of any investmenr
component),| insurance service expenses

investment compor ents) and insurance fin

N to enable users of financial statements to assess the effed
¢ have on the financial position, financig

new definition include (i) obscuring; (ii) could reasonably be

specially five ways material information can be obscured:

ng a material item, transaction or other event Is scattered in

hidden by immaterial information to the
tinformation is material,

aluating the impact of the amendments.

dered a business, an acquired set of activities and assets must
an input and a substantjve process that together significantly

of a business and of outputs by focusing on goods and

& examples to help

5=

=

(that excludes the repayment of an
ance income or expenses: and

=

—

rement approach, or premium allocatiof

g on or after January 1, 2022, Earliet

ts.

Material
of 'material':

g or obscuring it could reasonably be|
ary users of general purpose financial
ial statements, which provide financial

transaction or other event is vague or

nts are inappropriately aggregated;
@re inappropriately disaggregated; and

extent that it

ng on or after January 1, 2020. Earlier

ng the reference to an ability to reduce

entities assess whether a substantive




°* remove the assessn

missing inputs or priog

* add an optional co

=

The amendments are effec

i on or after the beginni

January 1, 2020 and to as

period,

The Management jis still ava

PIC Q&A No, 2019-02, Acco

The interpretation provides
assets. In classifying Crypt
Primary purpose, and (ii) |h
provided two (2) Cryptogr.
these are (a) Cryptocurrehd
which are (b.1) Asset-base
collectively the “Security To

From the holder of these &
and reporting guidance

Cryptographic assets in the f
entity, or (ii) Cryptographic

From the Issuer of these alss

treatments are suggested:

* Cryptocurrencies held

2, or (ii) Intangible agse

* Cryptographiclassets ot
following relevant adebu

i.  If the Token meet

PFRS 9;

ii. If the Token mes
PAS 32;

ifi.  If the Token is pr
lrid
iv. If the Token does ho

customer, apply

guidance,
The interpretation is effect

The future adoption of th
statements since the Comp

New Accounting Standas
Standards Council
Accountancy.

PIC Q&A No. 2019-04, Cor

The interpretation sets out
interpretations. These cha
that become effective starti

[}

nt of whether marke
esses and continuin
ce

ntration test that pe
an acquired set of lart

vitles and assets is

tive for business co
g of the first annug
set acquisitions tha

unting for Cryptogr,

ographic assets, tw
ow these assets der|
aphic classifications
Y, or {b) Cryptogra
d token, (b.2) Uil
kens”,

sets’ point-of-view,
inancial statements
assets other than cryptocurrencies,

¥ an entity can be t

her than Cryptocurr
nting frameworks far consideration:

(FRSC) but pending

ol

gel

luating the impact

guidance regarding

om the IASB, th

t under PAS 38,

s the definition of

the definition of a

ance in PFRS 15; a

t meet any of the a

ve for periods beginn ng on or after February 13, 2019,

interpretation will ha
any does not have cr

s Effective in 201

he changes (i.e., a

ets’ point of view, ds a consensus, the following accounting

epayment for goods and services from a contract with a

ming Changes to PIC Q&As — Cycle 2019

s are made as a consequence of the issuance of new PFRS
ng January 1, 2019 a

t participants are capable of replacing any
g to produce outputs; and

rmits a simplified assessment of whethe
not a business.

4
-

mbinations for which the acquisition daf
2| reporting period beginning on or aftg
tloccur on or after the beginning of th4

+ = (D

bf the amendments.

aphic Assets

dccounting treatment for Cryptographi
o relevant factors to consider are (i) it
ve its inherent value. The interpretation
based on the aforementioned factors
phic assets other than Cryptocurrencies
ty token, and (b.3) Security token, of

Y

N the absence of a definitive accounting
€ interpretation suggested to| report
as either (i) Cryptocurrencies held by an

reated either as (i) Inventory under PAS
encies, the interpretation suggested the
a financial liability, apply guidance in
N equity instrument, apply guidance in

hd

forementioned, consider other relevant

e no effect on the Company'’s financial
ptographic assets,

9/- Adopted by Financial Reporting

for approval by the Board of

mendments or withdrawal) to certain

nd other relevant developments.




PIC Q&As Amended

The following table sum marizes the changes made to the amended interpretations:

e P o | e |
\
PIC Q&A Amended

Amendment

PIC Q&A No. 2011-05} PFRS 1 — Fair

Updated because of applying PERS 16, Leases,
Value or Revaluation & Deemed Cost

for|the first time starting January 1, 2010

w

PIC Q&A No. 2011-06 Acquisition of Reference to PAS 40, Investment Property, |has
investment properties |- [asset been updated because of applying PFRS 16|for
acquisition or business combination? thelfirst time starting January 1, 20109,

0

e

PIC Q&A No. 2012-02: Cost of a new | Reference to PAS 40 has been updated because
building constructed o the site of a of applying PFRS 16 for the first time starting
previaus building Jangiary 1, 2019,

! Updated to comply with the rovisions of PFRS
PIC Q&A No. 2017-02:|PAS 2 and RaA By P
PAS 16 - Capitalizatidn|of o B 16 and renamed as PIC Q&A No. 2017-02:
pr PEEINT | pas|3 and BAS 16 . Capitalization of
lease cost as part of construction i o :
. depreciation of right-of-use asset as part of
costs of a building

construction costs of a building

PIC Q&A No. 2017-10; PAS 40 - Reference to PAS 40 has been updated because

Separation of property and of applying PFRS 16 for the first time starting
classification as investment property January 1, 2019,

@©

PIC Q&A No. 2018-05; PAS 37 -

Liability arising from mdintenance Updated to comply with the provisions of PFRS
requirement of an asset held undera | 16
lease
E{gggfﬁiggr’? i{f)j’;f\z-:aSr;c:iol- Reference to PAS 40 (included as an
L [ attachment to the Q&A) has been updated

Contractors in the Nature of - | ; i .

. becayse of applying PFRS 16 for the first time
Prepayments: Current vs, Non- )

[ starting January 1, 20109,
current

]




PIC Q&A Withdrawn

PIC Q&A Withdrawn Basis for Withdrawal ‘l

rPIC Q8A No, 2017-09: PAS 17 and
Philippine InterpretaLi:n SIC-15 -

Accounting for payments between
and among lessors and essees

This PIC Q&A is considered withdrawn starting ‘<
January 1, 2019, which is the effective date of
PFRS 16. PFRS 16 Superseded PAS 17, Leases,

andg Philippine Interpretation SIC-15, Operating
Leases— Incentives

| This PIC Q&A is considered withdrawn upon
PIC Q&A No. 2018-07 PAS 27 and ] .Q 5 2 # I

: ’ o publication of IFRIC agenda decision - Investment
PAS 28 - Cost of an associate, joint . N

oqi I in & subsidiary accounted for at cost: Step

venture, or subs:d;ary in|separate L o . .
; ) acqlisition (IAS 27 Separate Financial Statgments)
financial statements

in January 2019,

The effective date of the amendments is incluted in the affected interpretations,
The adoption of the interpretation upon apprpval of BOA will hav

e no impact on the
Company’s financial statler! ents.

PIC Q&A No. 2019-06, lAc ounting for step acquisition of a subsidiary in a parent

The interpretation clarifies how a parent should ac

count for the step acquisition of a
subsidiary in its separate financial statements,

Salient points of the interpretation are the folj Wing:
IFRIC concluded either of the two appreaches may be applied:
¢ Fair value as deemed dost approach

Under this approach,|the entity is exchanging its initial interest (plus consideration

paid for the additiond| interest) for a contrd lling interest in the investee (exchange

view). Hence, the entity’s investment in subsidiary is measured at the fair value at
the time the control is acquired,

* Accumulated cost approach

Under this approach, th entity is purchasing additional interest while retaining the

initial interest (non-exchange view). Hence, the entity’s investment in subsidiary
is measured at the adcumulated cost (origimal consideration).

Any difference between|the fair value of the
control of the| subsidiary and its ariginal ¢
regardless of whethar,| before the step a
presented subsequent changes in fair value
other comprehensive income (OCI).

The interpretation is effective for periods beginning on or after October 19, 2019.

The adoption of the interpretation upon approy
Company’s financial statements.

initial interest at the date of obtaining
onsideration is taken to profit or loss,
cquisition transaction, the entity had
of its initial interest in profit or loss or

al of BOA will have no impact on the




b. Capital contribution
capital. The capital caTribution buffer can

PIC Q&A No. 2019-07
Savings and Loan Ass

1]
The Bangko Sentral ng
amend the Manual of
Non-Stock Savings an

I

Non-Stock Savings an
Members.

Under the Circular, each

contribution account re
account is maintained
follows:

@. Fixed capital which dannot be reduced for
termination of membership. The minimum amount of fixed capital is Php1,000, but

a higher minimum lcan be prescribed under the NSSLA's by-laws,

without affecting |hjs

prescribe the condi

reduction of the men

requirement under

and/ar cércumstanc‘e; ave to be disclose

of capital contributi

For purposes of identi
buffer of a member’s

Presentation,

The interpretation is effectivie for periods begin
be applied retrospectiveljy
The adoption of the inte
Company’s financial stat

PIC Q&A No. 2019-08,
Restoration Obligation ("

The interpretation clarifies|the recognition of A
1) Accounting for ARO a

The cost of dismantling and restoration (i.e., the ARO) should be calculated and
recognized as a provision in accordance
adjustment to the re
lessee will add the
commencement date
amortized over the le

E{ d|Loan Associations

i
a
showing separately the fi
upon receipt of capital do
record the amount con
aferementioned subsidiar
subsidiary ledgers provided
capital contribution buffer of each member,

The interpretation asse
contribution buffer quali
meet all the requirements|of paragraphs 16A a

lassification of Men
Clations (NSSLA)

Pilipinas (BSP) issued
Regulations for Nan-

d |Loan Associations

ualified member of
presenting his/her ca
th’( Circular breaks d

buffer, which pertains

t

bec., 4116S of the M

that that the sys

ed and concluded t

D

ements,

PFRS 16, Leases -
AROD”)

tle

membership. However, the NSSLA shall establish and
ions and/or circumstances when the NSSLA may limit the

nbers’ capital contribution buffer, such as, when the NSSLA is
under liquidity stress or is unable to
q

n buffer and in manners as may be determined by the Board.
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the cost of the ROU asset on lease




2) Change In ARO after initial recoanition

2.1) Because ARD
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PIC Q&A No. 2019-11
liability

The interpretation aim
of an amortizing logn

The adoption of the inte Pretation upon approval of BOA will have no impact on thie
Company’s financial sTcat ments.

PIC Q&A No. 20.19-12J bF,
Vi

The interpretation pri
PFRS 16.

A contract would be cansi ered to exist only w
are enforceable. Therefq

meet the definition of 3

To be part of a contract

in the lease term mus

If optional periods are notienforceable (e.g., if
of the lease without the
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no enforceable rights
that term.

In assessing the enforcea ility of a contract,
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unenforceable under Philippine laws until both
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The adoption of the inte

Company’s financial state
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S 16, Leases - Determining the lease term

contract and, thus, would be included as part of the lease term

agreement of the lessor), the lessee does not have the right

the non-cancellable period. Consequently, by definition, there
is no contract beyond the \non-cancellable per

lessee is reasonably cdrtain to exercise an option to extend a
option to terminate a lease, an entity shall consider ali

t to exercise the optign to terminate the lease.

The adoption of the interpretation upon appro
Company's financial statefn nts.

s |guidance how an antity determine the lease term under
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considered in determining the lease term if it is enforceable,

lgssee have known to
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covered by the current cg
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e underlying asset does not go beyond the one-year period
ntract, as any renewal still has to be agreed on by both

fﬂ‘e ation upon approval of BOA will have no impact on the

=

nancial position,

entity determine the lease term under
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€ period or notice period in a lease would
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the lessee cannot enforce the extension

iod (plus any notice period) if there are
between the lessee and lessor beyond

an entity should consider whether the
lessee to extend the lease, Accordingly,
e the lease, there are enforceable rights
ble period and thus, the parties|to the
anal periods in their assessment of the
terminate a lease is ignored| when
case, the lessee has an unconditional
for the period of the lease, unless and

ng those that are not indicated in the
ve for the lessee to exercise the option

al of BOA will have no impact on the

2rmining the lease term of leases that

ggreement of the parties is legally
parties come to an agreement oh the

be, historically, renewing the |ease
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PRE-NEED RULES

The SEC, prior to the 1Q assuming regulatory [supervision to the pre-need industry, hg
provided the rules and regufations of the PNU A, including the guidelines in determinin
reserves  on | liabilities| on pre-need | contracts. The Company adopte
Pre-need Rule 31, As mended: Accounting Standards for Pre-need Plans and PNUCA,
and the subsequent mendments effective January 1, 2007 and April 20, 2007,
respectively, The follo ‘hg are the significant provisions of these guidelines:

w0

[SHTa]

a. The net asset value iin the trust fund &hall be at least equal to the required
Pre-need Reserves| (PNR) computed pursuant to the methad prescribed by the SEC,

b. PNR shall be set up ffor all pre-need benefits guaranteed and payable by th¢
Pre-need company as defined in the pre-nged plan contracts.

T

€. Unless the SEC shall g0 specifically require, a Company may at its option| set up
other provisions as alprudent measure,

d. Premiums from sale df pre-need plans shalllpe recognized as earned when collected
When premiums are recognized as incom , the related cost of contracts shall be
computed, with the rdsult that benefits and gxpenses are matched with such income,

€. The amount of res ricted/appropriated and unrestricted/unappropriated retained
earnings shall be ce :ajatery presented in the statements of changes in equity,

However, no appropriation of the retained earnings shall be made by the Company
unless the same is app

ved by the SEC or [allowed in the Pre-need Rules,

f. In recognizing PNR, th general requirements of PAS 37, Provision, Contingent
Liabilities and Cont gent Assets, on pro isioning and the specific methodology
plied with, The amount recognized as a provision to cover the
L estimate of the expenditure required to settle the present
obligation at the end| of each reporting period. The risks and uncertainties that
inevitably surround RNY events and circumstances shall be taken into account in
reaching the best es:irEate of a provision.

g. Since the effect of th
amount of provision §
required to settle the ¢

n
provided shall be com
PNR shall be the bes
d
m

time value of mon
all be the present
igation with due co

y for pre-need plans is material, the
value of the funding expected to be
sideration of different probabilities,

h. Future events that MRy affect the foregoj 9 amounts shall be reflected in the

amount of the |provisign| for PNR where there is sufficient objective evidence that
they will oceur,

o T

3

i. Any pre-need company which adopts the fo €daing reserving method shall discuss
in its notes to ffinancial statements its condrete plan on the sourcing of funds to
cover its committed augmentation of the
attainable rates, during the periods when it
its reserving requirements.

j. The rates of surrendﬂ—, cancellation, reinstat ment, utilization, and inflation, when
applied, must consid r|the actual experience of the pre-need company in the last
three (3) years, or the ndustry, in the absen e of a reliable company experience.

k. The computation of t‘e foregoing assumptians shall be validated by the internal
qualified actuary of the pre-need company. |His or her validation report shall be
provided to its |external auditors for purposes of statutory zudit of the financial
statements of the Company, and shall be sub

. The probability | of prte-tarrnination or surrender of fully paid plans shall be
considered in determinir g|the PNR of fully pai plans. A pre-termination experience
on fully paid plans of 5% and below shall be ¢ nsidered insignificant. In such cases,
derecognition of liability [shall be recorded at pre-termination date,

m. The disclosure requirements under PAS 1 relatlve to methods and assumptions used

to estimate the PNR including the sensitivity of the PNR amount shall be complied
with,

N.  Any excess in the amoynt of the trust fund as g result of the revised reserving

method shall neither be| released from the fund nor be credited/off-set to future
required contributions. ‘
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SIGNIFICANT ACCOUNT
Financial Instruments

Financial assels and fi

a

statements when the Con

instrument.
Initial recognition

Financial assets and fing
costs that are directly |aftt
financial liabilities (other
through profit or loss)| 3

assets or financial liabii
directly attributable to

Financial Assets

Initial Recognition and M

Financial assets and financg
Party to the contractual pro
of financial assets are |rec
commits to purchase or sél|

At initial recognition, the

fair value pius or minus, in
value through profit or |Id

attributable to the acqui
Transaction costs of finangi
profit or loss are expensed

Classification and Subseq
Company has applied PER

Mmeasurement categories

* fair value through profit

* fair value through ot
®* amortized cost.

Classification of financia
managing the financial ass
A financial asset is to be 1
model is to hold the finan
b} the contractual|cash
principal and interest,

All other debt and equi

-0 20
[=} @

==y

['ING POLICIES

ncial liabilities are
"pany becomes a p

ncial liabilities are init
ributable to the acq
than financial asse
added to or dedutted from the fair value of the financia
S, as appropriate,

acquisition of financial assets or financial liabilities at faif

re
itie

the
value through profit or loss

leasurement

2

Fus}
e !

as
rasured at amortized

al asset for the colle
NS under the instrument solely represent payments of

y| instruments, inc

are recognized imn

the asset,

mpany measures a
the case of a finan
Ss, transaction co

S 9 and classifies

or loss;

comprehensive income, and

(s and the contrac

instruments and eq{u’ty inves

or loss, except for lequity
recorded in the statement g
to profit or loss).

For financial liabilities that &
to recognize the part of the
risk in other comprehensive

The new hedge accounting
more closely with common
to apply hedge accounting
disclosure requirements an

QO X

ire measured under the fair value option, entities will heed
fair value change that is dye to changes in their own credit
income rather than profit or loss.

rules (released in Degember 2013) align hedge accounting
% management practjces, As a general rule, it will be easier
oing forward, The nel standard also Introduces expanded
c€hanges in presentatjon,

arty to the contractual provisions of th

al liabilities are regognized when the Company becomes a
visions of the instrument, Regular way purchases and sales
ognized on trade-date, the date on which the Company

ion or issue of the financial asset or financial liability.
tial assets and financi
in profit or loss,

uent Measuremen

sets will be driven by the entity’s business model for

tments, must be redognized at fair value,
All fair value movements on financial assets are
investments that are
f profit or loss or in reserves (without subsequent recycling

recognized in the Company's financia

4]

ially measured at fair value, Transaction
Uisition or issue of financial assets anda
ts and financial liabilities at fair value

8=

on initial recognition. Transaction costg

nediately in profit or loss,

financial asset or financial liability at its
tial asset or financial liability not|at fair
sts that are incremental and directly

A| liabilities carried at fajr value through

its financial assets in the following

tual cash flows of the financial assets.
Eost if: a) the objective of the business
ction of the contractual eash flows, and

Itding investments in complex  debt

taken through the statement of

profit
not held for trading,

which may be

13




Debt instruments

Subseguent measurement of debt instruments depends on the group’s business modell
for managing the asseF and the cash flow characteristics of the asset. There are three
measurement categories into which the group| classifies its debt instruments:

* Amortized cost. Assets that are heid for dollection of contractual cash flows wher
those cash flows represent solely payments of principal and interest are measure
atamortized cost. A galin or loss on a debt i vestment that is subsequently measure
at amortized| cost and is not part of a hedging relationship is recognized in profit o
loss when the asselt |is derecognized or| impaired. Interest income from thesg

financial assets is indluded in finance income using the effective interest ratd
method,

WD = L 0O (D

e Fair value through other comprehensive income (FVTOCI). Assets that are held fo
collection of jcontraictU'I cash flows and fqr selling the financial assets, where the
assets’ cash flows represent solely payments of principal and interest, are measured
at fair value|through other comprehensive income (FVTOCI). Movements in thg
carrying amount are|taken through OCI, except for the recognition of impairment
gains or losses, interest revenue and foreign exchange gains and losses which ard
recognized in profit| and less, When th financial asset is derecognized, thg
cumulative gain or |lds previously recognized in OCI is reclassified from equity tg
profit or loss and retagnized in other gains/(losses). Interest income from these

financial assets is included in finance in ome using the effective interest ratd
method.,

+— B0

* Fair value through prpfit or loss. Assets that do not meet the criteria for amortized
cost or FVTOCI are measured at fair value through profit or loss. A gain or loss on
a debt investment that s subsequently measured at fair value through profit or loss
and is not part of a hedging relationship is recognized in profit or loss and presented
net in the profit or lods Ftatement within other gains/(losses) in the period in which

it arises. Interest indome from these fin ncial assets is included in the finance
income. .

The business model reflects| how the Company

cash flows. That is, whether the Company’s objective is solely to collect the contractual

cash flows from the assets or to collect both the contractual cash flows and cash flows

arising from the sale of assets, If neither of the € is applicable, then the financial assets

are classified as |part of| ‘other’ business m del and measured at FVTPL, Factors

considered by the| Com an‘\i in determining the business madel for a group of |assets
|

anages the assets in order to generate

include past experjence ‘ N how the cash flows for these assets were collected, how the
asset’s performance is evaluated and reported to key management personnel, how risks
are assessed and managed and how managers are compensated,

Where the business modellis to hold assets to callect contractual cash flows or to collect
contractual cash flows| and sell, the Com any assesses whether the financial
instruments’ cash flows épresent solely payments of principal and interest (the ‘SPPI’
test). In making this assegs ent, the Company |considers whether the contractual cash
flows are consistent with basic lending ar angement i.e. Interest includes only
consideration for the time|value of money, credit risk, other basic lending risks|and a
profit margin that is consistent with a basic lending arrangement, Where the contractual
terms intreduce exposure to| risk or volatility that are inconsistent with a basic lending

| N F o .
arrangement, the related}fn ncial asset is classified and measured at fair value through
profit or loss, ‘

Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s
perspective, that is, instruments that do not contain a contractual obligation to pay and
that evidence a residual intefest in the issuer’s net assets.
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The Company considers

Derecognition

Financial assets are der
from the assets have e
Company transfers subst
Company neither| transfd
ownership and the Compa

Write-off

Financial assets are writte
recovering the financial
when the Group determine
that could generate sufficig
A write-off constitutes a

Financial Liabilities

Classification and subseq

In both the current and
measured at amortized cc

e Financial liabilities at
derivatives, financial
designated as such at |

*  Financial liabilities aris
for derecognition, whi
received for the|transfe

»  Financial guarantee co
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—
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uent measurement
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legal suit vs. borrow
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nitial recognition.
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trading and other financial liabilities
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16




The effective interest r
liability and of allocatih

oy j

j

that exactly discounts estimated future cash 0
financial liability | or, where appropriate, a sho

initial recognition,

Derecognition

Financial liabilities are derecognized when

obligation specified in the

Accounting policies app,

comparative information

Equity Instruments
An equity instrument is

2]

the Company after deducting all of its liabili
Company are recognized at|the proceeds receiy

Ordinary shares

Ordinary shares are class
issue of new shares or op
net of tax.

Preference shares

Preference shares are clas
the Company’s option,
recognized as distribution

81}

Preference shares are cla
date or at the option of th

as accrued.

Additional paid-in capital
Additional paid-in capital

Contributed surplus

Contributed surplus refers
infusion without issuance g

Deficit

Deficit represents accumu

m un
w0

w
(2]

ethod is a method of caiculating the amortized cost of 5 financi
interest expense ovar the relevant period, The EIR is|the raf
ayments through the expected life of the
'ter period, to the net carrying amount on

ed prior to January 1, D019
The Company has appliec

PFRS 9 retrospedtively,

MY contract that evidences g residual interest in the assets of

ies. Equity instruments issued by the
d, net of direct issue costs,
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discretionary dividends thereofn are
within equity upon approval by the Company’s shareholders.

nd any dividends ar

sified as a financial [
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shares.

o

ted losses. Deficit m

accounting policy as may b

Prepayments

Prepayments répresent expenses not yet incurred ut already paid in cash. Prepayments
ets and measured at th amount of cash paid, Subsequently,
Or l0ss as these are consumed in operations or expire with

are initially recorded &s ass
these are charged to |profit
the passage of time, |

Prepayments are Classified
the cost of services related
(1) year or the Company'g

[
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equired by the stan

n(the statements of fin

they are extinguished (i.e, when the
contract is dischargdd, cancelled or has expired).

but has elected not to |restate
1 As a result, the comparative information provided continueg
to be accounted for in accordance with the Company’s previcus accounting policy.

fied as equity. Incre ental costs
tioans are shown in equity as a de

bility if it is redeemable on a specific
nareholders, or if dividend pPayments are not discretionary.,

Non-discreticnary dividends therean are recognized as interest expense in profit or loss

assified as equitéy and refers to the amount received by
the Company for subscription|of shares in excess|of par value of the shares,

the amount raised y the Com

y also include effect of changes in
ard’s traditional provisions,

ncial position as current asset when
t9 the prepayments are |expected to be incurred within one

o 2

1D

directly attributable [to the
duction from the proceeds,

Pany in the form of capital

narmal operating cyc
prepayments are classified ag non-current assets,

e, whichever js longer. Otherwise,
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Intangible Assets

n

Internally-generated intg
Expenditure on research 4
is incurred.

An internally-generated in
only if, all of the following

The technical feasibilit
for use or sale.

The intention to comp

The ability to use osz
5

The availability of ade
development and to| |

How the intangible

The ability to meaSLﬂr
during its developmer

The amount initially rec
the expenditure incurr
recognition criteria liste
recognized, development
it is incurred.

Subsequent to initial reco
accumulated amortizatio
intangible assets that are

2d

n

Amortization is compute
of three (3) years.

An intangible asset is d
are expected from use
intangible asset, measu
carrying amount| of th
derecognized.

=3

The Company’s intangib

Impairment of Intang

At the end of each rep
indication that any of its
such indication exists, t
order to determine the

estimate the recoverabl
recoverable amount of

=Y

reasonable and consistent
ti
for which a reasonal

to individual cash-genera
of cash-generating units
identified.

Recoverable amount is
assessing value |n use, {
value using a pre-tax dig
value of money and th

flows have not been adj

ri

If the recoverable amov
than its carrying amour
reduced to its recoverah

agr
cf

ta

Y

le
el

=1

qu
-

e

!

ex

agn

or
ad

b

or
in
e
xti

the higher of fair vall
he
co

Us

n
t,
le

ible assets-research

ivities is recognized

ngible asset arising

have been demonstrz

of completing the in

te the intangible ass
i,

able econamic benefits.
|

the intangible asse
t will generate prob

1ate technical, finan
> or sell the intangib

reliably the expend
t.

tial and other resources to compl

and development expenditure
as an expense in the period in which it

if, and

from development is recognized
ated:

tangible asset so that it will be available

set and use or sell it.

ete the
le asset.

ture attributable to the intangible asset

nized for internally-g
1

b

ition, internally-ge
and accumulated i

acquired separately.

on the straight-line

cognized on dispos

sset, are recogniz

asset represents cap

e Assets

ting period, the C
tangible assets may
recoverable amour

D

amount of an indiv
he cash-generating
basis of allocation ¢
ng units, or otherwis

t

= estimated future g
unt rate that reflect
sks specific to the as
ted.

t of an asset or cas
the carrying amou
amount. An impair

rom the date when the intangible asset first me
ove. Where no internally-generated intangible asset
penditure is recognized in profit or loss in the period i

disposal. Gains or |losses arising frem derecognitio
as the difference between the net disposal proceeds

t of the intangible asset is esti
ent of the impairment loss, if any. When it is not po
dual asset, the Company estimates th

ain be identified, assets are also
e they are allocated to the smalle
le and consistent allocation basils can b

e less costs to sell and value in use. T
ash flows are discounted to thein preser
s current market assessments of the tim
set for which the estimates of futiure cag

h-generating unit is estimated to be les
nt of the asset or cash-generating unit
ment loss is recognized as an expense,

nerated intangible assets is the sum of
ets the
can be

n which

ost less
asis as

erated intangible is reported at c
pairment losses, on the same b

ethod based on the estimated useful life

|, or when no future economic benefits
| of ar
land the
asset i

D

d in profit or loss when the

italized computer software.

mpany assesses whether there is an
have suffered an impairment loss. If an
n%mated i
‘issible t
unit to which the asset belongs.
llocate

i%t grou

o o>FPmo < =<

oM 3

55
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Impairment losses recognized in prior periods ane assessed at the end of each reporting
period for any indications that the loss has decregsed or no longer exists. An impa rment
loss Is reversed if there has been a change irf the estimates used to determine the
recoverable amount. An impairment loss is revgrsed only to the extent that the asset’s
exceed the carring amount that would have| been
determined, net of depreciation or amortization, if no impairment loss had been
recognized. A reversal of an impairment loss is recognized as income.

carrying amount does not

Provisions and Contingent Liabilities

Provisions

Provisions are recognized| when the Company has a present obligation, either legal or
constructive, as a result of a past event; when i is probable that an outflow of resources
embodying economic bjnefts will be required [to settle the obligation, and; when the

amount of the obligatio

The amount of the pre
required to settle the pr

to settle a provision, the entity recognizes a se
when it is virtually certaiph that reimbursement

settled,

Provisions are reviewed at the end of each repprting period and adjusted to reflect the

current best estimate.

If it is no longer probable that a transfer of ecq nomic benefits will be required tp settle
the obligation, the provisjons should be reversed.

Contingent liabilities

Contingent liabilities are not recognized because their existence will be confirmed only
by the occurrence or nonraccurrence of one ar|more uncertain future events not wholly

within the control of the Company.

Contingent liabilities are
embodying economic benefits is remote.

Pre-need Reserves (IT"N )
PNR are calculated on tr-\a

a. The formula, methods and assumptions used for the valuation of reserves are baseg
aa d April 20, 2007, and subsequent SEC Interpretative Bulletin

No. 1, Series of 20081‘0 its implementation. These may be different from the reserv

d assumptions used |in the computation of actuarial

on the SEC Notice

formula, methods a
submitted to the SE

the SEC.
b. PNR is set up for al

¢. In recognizing PNR for educational and pension plans, the general requirements g
PAS 37 on provisioning and the specific

Company.

d. The amount recegr i'zeL as a provision to _
expenditure required lo settle the present obligation at the end of each reportin

period. The risks

ran be estimated reliably.

ision recognized is the best estimate of the consideration
sent obligation at the|end of the reporting peried, taking into

V
e
account the risks and uncertainties surrounding the obligation. A provision is measured
using the present value of cash flows estimated to settle the present obligation.
When the Company expetts reimbursement of[some or all of the expenditure required

isclosed, unless the| possibility of an outflow of re’sources

asis of the methodplogy and assumptions set out below:

‘ upon the application for product approval or upon th
application for revisions to be done on existing products subsequently appﬁpved b

and uncertainties that inevitably surround many events an
circumstances are taken into account in reaching the best estimate of a provision

reserv

re-need benefits guaranteed and payable by the p:re-nee:i
company as defineﬁ in/the pre-need plan ¢ontracts. |

methodology are complied with! by th

cover the PNR is the best estimate of th

pbarate asset for the reimbursement only
will be received when the obligation is

= i o=

[aNTe]

T
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e. Since the effect of the

Other Reserves

Other reserves are set‘;-J as a prudent measlre at the optien of the Company. It is the
excess between the Actuarial Reserve Liability
based on generally accep ed actuarial princip|es.

ARL is the measure of liabilities for its in-force plans or lapsed plans as of valuation date.

time value of mon
amount of provision|is the present value of
settle the obligation with due consideration

i, ©On Currently-Bejng+Paid Plans

1. Provision for fefmination values applying the surrender rate experience of

the Company,
2. Liability is settup for the portion of ¢

full payment, |applying the full payment experience of the Company. It is

equivalent tB the present value of

present valug of future trust fur

appropriatei scount rate.
i

Currently-B
payment and

ng-Paid Plans pertair
nclude in-force plans

i, On Lapsed Plans within the Allowable Reinstatement Period

Provision for termination values applying the rainstatement experience of the

Company.

fii. Fully Paid Plans

The reserve Is the present value of future maturity benefite discounted using

the appropriate discount rate.

The actual experience of the Company in t

the application of rates (surrender, cancellation, reinstatement, utilization, ang

inflation).

The actuary validated the actuarial assumptions used in reserve valuation.

No pre-termination or surrender of fully paid plans are considered in determining

the PNR of fully paid plans.

Any excess in the amount of the trust fund

revised reserving method is not released fram the fund nor credited/offset to futur

required contributions.

Individual subsidiary accounts for education plans and pension plans ar

maintained.

To effect a smooth transition in the valuatio
IC through its Circular Letter {CL) No. 23
Reserves (TPNR) in 2012, A maximum pef]
the implementation of the TPNR.

1

For each of the pre-need plan categories, n
the TPNR shall be computed annually on al
315t of December of each year from 2012/t
as provided by the IC in its CL. If the actua
the resulting pre-need reserve, then the

as defined in the contract provision, i.e.,
plans within the 60-day grace period.

| |

ey for pre-need plans is material, the
the funding expected to be requjred to
of the different probabilities, as follows:

urrently-being-paid plans that will reach

uture maturity benefits reduced by the
d contributions discounted using the

|to accounts that are up-to-qate in

ne last three (3) years is considered in

as a result of the initial adoption of th

M

w

n of reserves for old basket of plans, the
2012, prescribed a Transitory Pre-Need
nd of ten (10) years shall be observed in

amely, education, pension and life pian
old baskets of plans outstanding on th
0 2021 using the discount interest rate
| trust fund balance is higher or equal
liability to be set-up shall be the PNI

n M~

However, if the resulting pre-need resemy
the THMA =]

Bmalance @t che acnd of the oo,

schedule pravided by the IC.

The TPNR liability based on the schedule provided by the I1C shall be recognized and
The trust fund deficiency shall be funded by the pre-ne¢d
company within (60) days from April 30 following the valuation date. |

booked each year.

nal o

e is greater than the actual trust fur
hall ba camnutad in aceordance with ti

(ARL) and the PNR. The ARL is computed
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" between the initial carrying

|
Revenue Recognition |

|
The Company recognizes incg

securities and income from trust fund assets.
|

Premium revenue

Premium revenue arises fr%rn
collected. When premiums\L?re
ith

be computed and booked
such income, i

The amount of premium insta

receivables in accordance with
Pre-need Plans and PNUCA addpted by the Company on January 1, 2007,

\
Trust fund income

Trust fund income is recogﬂ'\ized when earned and
and taxes. This income is restricted to payments g

plan contracts.

Investment income

me from sale of pre-n

the sale of pre-neeq

Pre-Need Rule 31, A

recognized as incorne, the related cost of contracts s
the result that benefits and expenses are matched

eed plans, interest from fixed income

plans is recognized as earned when
shall
with

lIments collectible from the planholders is not recognized as

s Amended: Accounting Standards for

|
s recognized net of management fees
f benefits as provided in the pre-peed

Investment income [from a|financial asset is recognized when it is probable thal the

economic benefits will flovﬂnto

3

reliably. Investment inco
account the effective yield of
income and expense inciu

maturity calculated on an e

Interest income

Interest income from a fin
economic benefits will flow
reliably, Interest income
principal outstanding and a
exactly discounts estimate
financial asset to that assef

wae Yo

Realized gains or losses

Realized gains or losses

difference between the net|/sales proceeds and thi
ted in equity. This is recognized in profit or loss when

2}

losses previously accumu
transaction occurred.

Other income

Other income is recognizfc
will flow to the Compan

income.

e
amount of an interest]

o
=3

to the extent that it|i
and the income can
includes handling fees, mterest on lapsed plan

the Company and th
s recognized in pr
the assets or liability
the amortization

the Company and th
accrued on a time
he effective interest

e amount of income can be measured
bit or loss as it accrues, taking into
or an applicable floating rate. Interest
of any discount or other d|fferences

Lbearing instrument and its amo Int at

factive interest rate basis.

ancial asset is recognized when it is probable that the

e amount of income can be mea$ured

proportion basis, by reference to the

rate applicable, which is the rate that

future cash receipts through the expected life of the
net carrying amournt.

the sale of AFS financial assets are calculated as the

e carrying value net of any gains and
sales

s probable that the economic beneﬂts
be measured reliably. Other income

|
lamendment fees, and miscellanecus
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Expense Recognition

Expenses are recognized in
related to a decrease in an
measured reliably. Expenseg
association between the cos
{ii) systematic and rational
to arise over several accou
broadly or indirectly deter
future economic benefits or
not qualify or cease to quali
an asset,

Expenses in the statements
of expense method.|Cost of
expenses that are associaty
in PNR as at the current y
previous year, amount of tru
and documentary stamp Fa
expenses are costs gttributg
activities of the Company.

d

Related Party Tran‘sactir n

A related party transactiop
the Parent Company and

Parties are considered re
influence over the other pa
is a post-employment be
management personnel of

i

t

Taxation

Income tax expense repre

Current tax

The current tax expense i
minimum corporate incom
taxable profit for the year
the statements of [compr
expense that are taxable ¢
are never taxable or dedu
and MCIT at 2% of gross
or MCIT, |

Final tax

Final tax expense represent
special savings deposits aF

d

Deferred tax

Deferred tax Is recognize

assets and liabilities in the
in the computation of taxab
all taxable temporary diffe
deductible temporary diffir
be available against which

deferred tax assets and lia
from the initial recognitio

in a transaction that affed
addition, deferred tax liabi
from the initial recognitio

P
a
a

ts

Il
ti

ned; or (iii) immediat

when, and to the ext

fy| for recognition in t

of comprehensive inc
ntracts issued and

is
el
|ate
Y
nefi
he

en

tax (MCIT) and final
he

b
co

on
fi
le
re
en
th
pil
ot
ts
lit
of

rofit or loss when a

incurred and the e

ncation procedures
g periods and the

ith the plans sold,

e

Ecar as compared to the
st fund contribution f
x| and SEC registrati
bl

to administrative,

a transfer of resou

d if one party has
in making financial
t plan for the emp
Company are also

ts the sum of currer

mposed of the reg

ich may differ from
nsive income becd
eductible in other ye
e, The RCIT is calcu
me and the tax dueg

final taxes withheld

fixed-income securif

temporary differer
nancial statements
profit. Deferred tax
nces. Deferred tax
ces to the extent th
ose deductible temp
ities are not recogn|
her than in a busing
neither the taxabl
ies are not recogni
goodwill.

sset or an increase
re recognized in prg

ated party, regardle

|
decrease in future ecenomic benefit
in a liability has arisen that can be
fit or loss on the basis of: (i) a direct
arning of specific items of income; or
when economic benefits are expected
association with income can only be
ely when an expenditure produces no
ent that, future economic benefiﬂ;s do
he statements of financial position as

nme are presented using the funt%:tion
other direct costs and expenses are
and includes the increase or decr!ease
provision for the same period of the
or the year, increase in other reserves
on fees., General and administrative

marketing, selling and other business

rces, services or obligations between
ss of whether a price is charged.|

icontrol, joint control, or significant
and operating decisions. An entitﬁ that
oyees of the Company and the key
considered to be related parties.

t tax expense and final tax. :
|

ilar corporate income tax (RCIT)!, the
tax. The RCIT and MCIT are basc;ad on
het profit or gross profit as reported in
use it excludes items of income or
ars, and it further excludes itemsI that
ated using 30% of net taxable income
for the year is the higher of the RCIT

|
|
on interest income from cash in bLnks,
ies. |

|

|

ces between the carrying amouli'lts of
and the corresponding tax bases used

liabilities are generally recognized for

assets are generally recognized for all
at it is probable that taxable profits will

orary differences can be utilized. Such
ized if the temporary difference arises
ss combination) of assets and liabilities
e profit nor the accounting profit. In

ved if the temporary difference arises
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6.

Deferred tax liabilities are r
investments in subsidiaries

o M

co
ng

the Group is able to control the reversal of the te

that the temporary difference

h
assets arising from deductib

(1

will not reverse in
temporary differen

and interests are only recognized to the extent |
sufficient taxable proﬁtslagzinst which to utilize the benefits of the temporary

differences and they are e

The carrying amount of defer

gnized for taxable temporary differences associated with
associates, and intgrests in joint ventures, except where

mporary difference and it is probable
the foreseeable future. Deferred@ tax
res associated with such investments
that it is probable that there will be

pected to reverse in thie foreseeable future. |

red tax assets is reviewed at the end of each reporting

period and reduced to the extent that it is no longer probable that sufficient taxable

profits will be available to ?l o}
Deferred tax liabilities and as

apply in the period in which t

sets are measured

~ all or part of the asset to be recovered

e liability is settled or the asset realized, based on

at the tax rates that are expected to
tax

rates (and tax laws) that haVe been enacted or substantively enacted by the end of the

reporting period. |

The measurement of deferred tax liabilities and gissets reflects the tax consequences

that would follow from the

reporting period, to recover [or settle the carrying|amount of its assets and liabilities.

Current and deferred tax for

Current and deferred tax ‘
items that are recognized in

or directly in equity respecti
accounting for a business cp
the business combination.

Events After the Reporting|Period

The Company identifies events after the end of
both favorable and unfavorable, that occur betwe
the date when the financial gtatements are authori
of the Company are adjusted to reflect those ever

that existed at the end of th
the reporting period are disclo

CRITICAL ACCOU.NTINL JUDGMENTS AND

UNCERTAINTY

In the application of the Company’s accounting

make judgments, estimates

a
liabilities that are not readily apparent from other
e|historical experience and other factors that are considered
may differ from these estimates,

assumptions are based on th
to be relevant. Actual results
The estimates and underljimg
to accounting estimates are r
the revision affects only ‘}cjzt
if the revision affects both cu

Critical Judgment in Apiply

Below is a critical judgmént,
has made in the process of a
the most significant effect

n
=

ely. Where current ta

anner in which th

the year

bination, the tax e

reparting period. |
sed in the notes to t

nd assumptions aba

e Group expects, at the end of the

re|recognized in profit or loss, except when they relate to
other comprehensive
case, the current and def rrej tax are also recog

income or directly in equity, in which
nized in other comprehensive ingome
x or deferred tax arises from the initial
ffect is included in the accounting for

the reporting period as those events,
en the end of the reporting period and
zed for issue. The financial statements
ts that provide evidence of conditions
Non-adjusting events after the end of

he financial statements when material,

KEY SOURCES OF ESTIMATION

|
policies, Management Is required to
ut the carrying amounts of assets and
sources. The estimates and associated

assumptions are reyviewed on an ongoing basis. Revisions

ecognized in the pefiod in which the estimate is revised if
period, or in the period of the revision and future periods

rent and future per

ng Accounting Po

apart from those in

iods.

licies

volving estimations that Management

pplying the Company’s accounting policies and that|have
the amounts recoghized in the financial statements.
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Functional currency

Based on the economic sub
Company, the functional cu
Pesa. The Philippine Peso is
the Company operates. It i
making economic decisions.

t
9

Business model assessment

Classification and measure
and the business madel test
that reflects how groups of fi
business objective, This asse
including how the perform
measured, the risks that a
managed and how the manz:
financial assets measured at
income that are derecognize
disposal and whether the re
which the asset was held. M
of whether the business ‘rr
continues to be appropriate g
in business model and so a

The Company measures its i
the financial asset qualifies
assets that do not meet the
FVTOCI.

The financial assets measu
P401,797,962 as at Decemb
Models and assumptions uLe
The Company uses various 1
assets as well as in ESti‘-.

appropriate model for eac
used in these models, includ

Key Sources of Estimati

S

The following are the key
estimation uncertainty at t

causing a material adjustme

the next financial year.

Estimating useful life of asse

The useful life of the Cornp
which the asset is expected
software is reviewed peri
estimate due to techpical or
of the Company'’s asset.

P

Ir

Company’s collective assessment of industry pradtice, internal technical evaluatio
ts. It is possible, however, that future results of operations

experience with similar asse
could be materially affected
factors mentioned above. T
would be affected by cha
estimated useful life of ccin
administrative expenses and

N

The carrying amounts o
P5,136,792 as at December

rt

na
ance of the assets i
ffect the performanc
zgers of the assets arg compensated. The Group monitors
d

Aasons are caonsistent

an
prospective change to|the classification of those assets,

nge

stance of the underlying circumstances relevant to the
ncy of the Company| has determined to be the Philippine
currency of the primary economic environment in which

he currency that mainly influences the Management in

|
:
ent of financial asset$ depends on the results of the S|PPI
. The Company determines the business model at a Ievel
ncial assets are managed together to achieve a partiqular
ssment includes judgement reflecting all relevant ewdince
evaluated and their performance
of the assets and how these|are

mortized cost or fair value through other comprehensive
prior to their maturity to understand the reason for their
ith the objective of the business for
onitoring is part of the Company’s continuous assessrhent
odel for which the remaining financial assets are held

if it is not appropriate whether there has been a ch'clmge

a
|

l

hviestment in trust fund financial assets at amortized cost if
for both SPPI and business model test. All other financial

SPPI and business mpdel test are measured at FVTPL and

red at amortized cdst amounted to P396,754,932 |and

er 31, 2019 and 2018 as disclosed in Nofe 11,
d

nadels and assumptions in measuring fair value of fina
ating ECL. Judgemenyt| is applied in identifying the
type of asset, as wel| as for determining the assump}:mns

ncial
most

ing assumptions that|relate to key drivers of credit risk.

ncertainty

es of
sk of
ithin

the future and other key sourc
| period that have a significant ri
ounts of assets and liabilities w

sumptions concernin

is estimated based on the period|over
The estimated useful life of computer

if expectation differ from prevaous
ce and legal or other limits on the use
ion of the useful life is based on the
r‘ll and

y changes in estimates brought about by changes in the

he amounts and timing of recorded expenses for any period

in these factors and circumstances. A reduction in the
puter software would |increase the recognized general and
ecrease non-current assets. |

the Company's computer software amounted to nil and

1, 2019 and 2018, respectively, as disclosed in Note 12.
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Asset impairment

The Company performs an|
present. ‘

Determining the recoverabl

such assets, requires the
materially affect the finan

conclude that its prepaid‘

impairment loss could have

results of operations.

The preparation of the estin
estimations. While the Com

reasonable, significant ch

assessment of recoverable v

The accumulated impairme
P19,228,958 as at Decemb

believes that no tax benefit
disclosed in Note 9.

Measurement of the expecte

cash flows expected to be :_:ie

|
i
o

impairment review wh

ar
Company to make e
| statements. Future
axes and intangible

d
U

pany believes that i

anges

er 31, 2019 and 20

d credit loss allowanci

nount of prepaid tax
nerated from the con{

al material adverse ir

nated future cash floy

in the assum
alues and may lead tq

nt| loss on prepaid tg

can be recovered in {

en certain impairment indicators| are

es and intangible assets, using future
inued use and ultimate disposition of
stimates and assumptions that can
events could cause the Company to
assets are impaired. Any resulting
mpact on the financial condition jand

and
and
the

vs involves significant judgment
(s assumptions are appropriate
ptions may materially affect
future impairment charges.

xes amounted to P20,198,158
18, respectively, since Managen
he future on these prepaid taxes

land
nent
, as

11

The measurement of the 4){

at amortized cost and FV
significant assumptions

ECL is further detailed in N
also sets out the key sensiti

i
B
Explanation of the inputs, a
t

A number of significant H
requirements for measuring
Determining criteria forL

« (Choosing appropriate

Establishing the numb
the associated ECL.

As at December 31, 2019
recoverable; accordingly,

Receivables from a truste
P29,869,321 and P30,437

Deferred tax assets

The Company reviews th
reduces deferred tax asset
taxable profit will be availab
However, there is no assu
to allow all or part of its d

As at December 31, 201
carry-over (NOLCO) amoq‘
not recognized in the state
is more likely that the Com
NCLCO, as disclosed in No

L

!

:

ra
%ferred tax assets to be
nkin

h

te

CI is an area that req
out future economi

e 32 Credit Risk - Exp
ities of the ECL to ch

dgments are also r
ECL, such as:

significant increase in
ndels and assumption

and relative weightin

nd| 2018, Management
CL was recognized

bank as at Decembe
89 respectively as dis

carrying amount at f
to the extent that it
e to allow all or part o
n¢e that the Compan

9 |and 2018, deferre
g to P431,480,720
nts of financial pos

ny will not be able
9.

€
pa

£ 4

pected credit loss allg

ssumptions and estin

wance for financial assets measured
uires the use of complex models/and
c conditions and credit behavior.
hation techniques used in measuring
ected credit loss measurement, which
anges in these elements.

equired in applying the accourﬁting

credit risk;

5 |for the measurement of ECL; and

|
ys of forward-looking scenarios and

believes that its receivables are|fully

n both years.

r 131, 2019 and 2018 amounted
closed in Note 8.

lto

|

|

he end of each reporting period and
is no longer probable that sufficient
f the deferred tax assets to be utilized.
lwill generate sufficient taxable profit
utilized.

loss
was
es it
from

d tax asset on net operating
and P414,151,863, respectively
tion because Management belie
to realize the tax benefit arising
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Determining fair value of fi

The Company carries Financ

financial assets, including tho
compenents of fair value n

evidence, i.e., quoted price

amount of changes in fair \‘(a

methodology. Any change
equity.

7

As at December 31, 2019 q@m

amounted to P272,502,360
respectively as disclosed |

As at December 31, 2019
amortized cost financial a
P4,758,818,342, P285,715,9

and P401,797,962, respectivel

value adjustments amounted
to P344,883,925 in 2018, as

I

PNR and other reserves arL
the pre-need company as de
By definition, it is an estima
at a particular valuation d
contribution to reseryes in

Estimating PNR and other

hie

rules/circulars and general?y‘La
mptions based on Cq

assumptions include interest

other reserves. It uses ass
other assumptions necessar
file includes inforce, paid up
reinstatement rate assumpti

The carrying amount of P
P5,606,741,774 and P5,639
while the carrying amour
December 31, 2019 and 201

Contingencies

The Company is currently |in
as disclosed in Note 30. Est
have been developed in cons
matters and are based upo

does not believe these procee

position. It is possible, how
affected by changes in the }e

nan

ai

lu
n

d
a

No
to net gain of P53,381,372 a

n

5S
3

t
di

te,

a

N

co rt

v
1y
ul
5

ev
5t

ne
o

and 2018, the carry

1 and P396,754,937

serves

set up for all pre-need
fin
kiQ

t

on

0

cial instruments

Ascets at FVTPL, fi
se from its trust fu
asurement were d
interpolated vields
e would differ if the
fair value of these

2018, the carrying
nd P15,099,104 a
te 10 while the rela
1P34,701,682, resp

ets in its investm
v, as disclosed in Ng
o P290,301,830 in 2

sclosed in Note 22.

ed in the pre-need
n of the Company’s
and considers the
calculation. The Con
ccepted actuarial pn

rate, surrender and
o estimate the rese
nd lapsed plans. C
is used to determi

2 as at December
81,406, respective
of other reserve
respectively, as dis

olved in various leg
ates of probable cg
tation with external
an analysis of pote
dings will have a m
er, that future resy
mates or in the effe

al.ll{:ulations are done per planhold

Company utilized different valug
financial assets would directly a

amount of FVTOCI and FVTPL as
nd P221,309,820 and P13,573,
ted fair value adjustments amou
ectively, as disclosed in Note 10.

ng amounts of FVTOCI, FVTPL
ents in trust funds amountecf
and P4,575,624,672, P273,51

lapse rate, reinstatement rate
rve requirements, The valuation

e the reserves for lapsed plans.

31, 2019 and 2018 amounte
y, as disclosed in Notes 11 an
5 is nil and P333,594,666 as
closed in Note 17.

al proceedings and tax assessme
sts for the resolution of these cl
counsel handling the defense in t
ntial results. The Company curre
aterial adverse effect on the fina
Its of operations could be mate
ctiveness of the Company's strate

nancial assets at FVTOCI and its |AFS
nds, at fair value. While significant
etermined using verifiable objective
derived from benchmark rates,l the
tion
ffect

sets
827,
nted

and

to

0,311
te 11, while the related gains on fair
019 and the related losses amounted

benefits guaranteed and payable by
cducation and pension plan contracts.
present obligation to its planholders
value of future plan benefits and the
ppany is guided by existing regulatory
inciples in the calculation of PNR and
mpany’s experience. These actuarial
and
data
I |

d to
d 16

at

2nts,
aims
hese
2ntly
ncial
rially
2gies

relating to these proceedings.
CASH AND CASH EQUIVALENTS
\
Cash and cash equivafents‘corsist of:
2019 2018
Cash on hand and in banks P 19,473,436 P 34,422,549

Cash equivalents

386,600,000

477,100,000

P406,073,436 P51 1,522%,549
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Cash equivalents are short
to known amounts of cash
acguisition and are subject

Cash in banks earned interés
to 0.75% in 2019 and 0.25¢
deposits varying from one da

Company, and earn annua

1,00 % to 6% in 2018. Inte;
5

to P9,411,615 and P5,710,
As at December 31, 201

-t
W
t

er
ith
D ¢
t

m, highly liquid inv

an insignificant risk

at the respective ba
t
to two months depe
erest rates ranging
income from cash in

i

i
5t
1

N maturities of three

0 0.50% in 2018. ¢

in 2019 and 2018, 1

and 2018, the Company maintains its cash deposit

of change in value.

from 1.00% to 6.50% in 2019
hanks and cash equivalents amou

estments that are readily convert
I(3) months or less from the dat

nk deposit rates ranging from 0.0
ash equivalents represent short-t
nding on the cash requirements of

espectively, as disclosed in Note 27.

tible
e of

3%
erm
the
and
nted

S in

commercial and universal bp hkis with good credit stending to minimize exposure to credit
risk. ‘
RECEIVABLES ‘
Recelvables consist of:
. 2019 2018
|
Receivables from a trustee bank P29,869,321 P30,437,289
Accrued interest 3,200,860 3,342,753
Other receivables | 692,336 692,336
P33,762,517 P34,472,378
Receivables from trustee bapk pertain to amounts paid in advance by the Company on
trust fund withdrawals made by certain planholdefs owning interests in the trust being
held by Banco de Oro (BDQ) trust fund. This ampunt is non-interest bearing and due
immediately.
Accrued interest pertains to interest receivable on|cash in banks, cash equivalents, and

FVTOCI financial assets.

The Company believes that {l

in their credit quality.

ase receivables are

not impaired since there is no chz

inge

PREPAYMENTS AND OTHER CURRENT ASSETS|- net
The details of the Company/(s| prepayments and other current assets are shown below:
2019 2018
Prepaid taxes P20,198,158 P19,228§,958
Less: Allowance for non-recoverable prepaid taxes 20,198,158 19,228,958
Prepaid expenses 66,846 286,295
Input Vat 11,632 -
P 78,478 P 286,295
Movements in the allowan?e for non-recoverable prepaid taxes are as follows:
Note 2019 2018
Balance, beginning P19,228,958 P18,269,021
Additions 26 969,200 959,937
Balance, endings P20,198,158 P19,228,958
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10.

The Company provided valua
(creditable withholding taxes
December 31, 2019 and 2018, respectively, bec
avail of the tax benef

Company will not be able to
the future,

tion allowance for

amounting to P2

impairment on these prepaid taxes
0,198,158 and P19,228,958 as
ause Management believes that
t arising from these prepaid taxes in

at
the

Prepaid expenses include prepaid license renewals, prepaid documentary stamp tax and
other local business taxes. |
FINANCIAL ASSETS
The Company's financial assefs|consist of:
A. Financial assets at fair value through other comprehensive income (FVTOCI)
|
| 2019 2018
Investments in government|securities P272,502,360 P221,309|820
The movements in FVTOCI financial assets are as follows:
Note 2019 2018
Balance, beginning P221,309,820 P258,091,579
Net premium amortization (2,188,832) (2,080,077)
Fair value adjustments | 22 53,381,372 (34,701,682)
Balance, ending P272,502,360 P221,309,820
The account is composed of the following investmgnts:
Note 2019 2018
Cost
Investments in government securities P271,573,537 P273,762,370
271,573,537 273,762,370
Accumulated fair value adjustments 22 928,823 52,452,550)
P272,502,360 P221,309,820
B. Financial assets at fair|vialue through profit and loss (FVTPL)
| 2019 2018
Investments in mutual fund P15,099,104 P13,573,927
The movements in FVTPL financial assets are as fpllows:
2019 2018
Balance, beginning ‘ P13,573,927 R13,629,397
Fair value adjustments | 1,525,177 (55,470)
Balance, ending P15,099,104 P13,573,927
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The account is composed of the following investments:
| 2019 2018
Cost 1
Investments in mutual funds P 7,738,818 P|7,738,818
7,738,818 7,738,818
Accumulated fair value adjustments 7,360,286 5,835/109
P15,099,104 PJ-13,573 927
The interest income, including amortization of discount and premium on government
securities in 2019 and 2018 amounted to P15,998,845 and P14,521,953, respectively

as disclosed in Note 27.

The Company’s investment in
Bond Fund, Inc. for a total gf
and P13,573,927 as at Deﬁem

No disposals of investments
2019 and 2018,

mutual fund pertain
4,908,841 shares w
ber 31, 2019 and 2

to investment in Sun Life Prosperity
ith a net asset value of P15,099,104
D18, respectively.
in

in government securities and mutual fund were mad

The
nek

The fair values of these }fi'nancial assets are b
revaluation of these investments resulted in a net
loss of P34,701,682 in 2018, as disclosed in Note

ased on quoted market prices.
gain of P53,381,372 in 2019 and
22,

TRUST FUNDS

The Company has trust fu nds
Inc. (BDO). These trust funds
outstanding pre-need contract

which are being administered by Banco de Oro Unibank
are for the fulfilment of the Company's obligations on
s, In compliance with the rules and regulations of the|SEC
th

e rust

which were adopted by

agreements, withdrawals fr
benefits, bank charges and

termination value paid to p
funds, among others.

As mandated by the IC, an

be submitted to the IC with
Any deficiency in the trust
of deficiency from the IC.

As at December 31, 2019
are as follows:

om
in
ank

:Ja
1

e [ |

Al

IC, and in accor
the trust funds are
vestment expenses
olders, and final ta

tuarial valuation of
20 days after the en

unds shall be funded

2018, the Compan

dance with the terms of the t
imited to, payments of pre-need

xes on investment income of the t

the adequacy of the trust funds
d of every fiscal year of the Comp
within 30 days after receipt of n

v's trust funds and the required P

plan

for the operation of the trust funds,

rust

shall
any.
otice

NRs

Type of Pre-need

Product Equity

Trust Fun

a

Pre-need
Reserves

Staggered
Recognition of
Trust Fund 1

(Deficiency) Deficlency Pre-ij

{Note 16)

{Note 16)

[ransitory
eed Reserves

20192
Education
Pension

P2,1-41,557,303
3,431,034,

23

P2,206,284,730
3,468,755,740

(P 64,726,927)
(37,721,117)

P21,575,642
12,573,706

P2,1
3,4

63,133,
43,608,

445
529

p5,57z,592,a,L25
|

P5,675,040,470

(P102,448,044) P34,149,348 P5,6

06,741,

774

2018
Education
Pension

P2,037,382,
3,398,766,

99
24

P2,317,648,566
3,933,829,085

F2
3

(P280,265,567)
(535,062,761)

P 70,066,392
133,765,690

107,449
532,532

391
015

P5,436,14

23

3

P6,251,477,651

(P815,328,328) P203,832,082 P5

639,981

406

In 2019, Trust Fund Egui

S

after adjustment on receivable

hown above is basg
from a trustee ban

d on trust fund financial statem
k and amounts on deposit.

ents
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As at December 31, 2019, in
be funded is one-third of t

Education segment, and fPlZ
subsequently contributed PB4

deficiency. \

As at December 31, 2018, irl‘\ ac
th

be funded is one-fourth of
Education segment, andj
subsequently contributed F
deficiency.

Total contributions to the trust
a

2019 and 2018, respectively

The details of the adjusted tnus

Statements of financial pos."'t on

= o

0

ccordance with IC QL No. 23-2012, the amount that will
e total deficiency amounting to P21,575,642 for |the
2,573,706 for the| Pension segment. The Company
,300,000 in Februpry 2020 to cover the trust fund

cordance with IC CL|No, 23-2012, the amount that would
e total deficiency |[amounting to P70,066,392 for the
133,765,690 for the Pension segment. The Company
4,000,000 in Febryary 2019 to cover the trust fund

funds amounted to P283,594,066 and P168,103,236 in
s disclosed in Note [16.

t funds are as follows:

2019
Pension Education ___Total 2018
Assets L
Cash and cash equivalents P | 20,003,583 P 51,880,236 P 71,883,819 P203,470,352
Financial assets at amortized
cost 396,754,932 - 396,754,932 401,797,962
Financial assets at FVTOCI 2,891,356,991 1,867,461,351 4,758,818,342 4,575,62i4,672
Financial assets at FVTPL 82,856,484 202,859,447 285,715,931 273,51i0,311
Interest receivahle 51,762,146 23,871,623 75,633,769 85,502,924
Other assets 146,884 24,492 471,376 371,713
3,442,881,020 2,146,397,149 5,589,278,169 5,540,277,934
Liabilities
Accrued expenses and other |
liabilities 888,230 57,765 1,445,995 1,405,103
|
P3,441,992,750 P2,145,J3§9,384 P5,587,832,174 P5,538,872,831
Equity
Fund balance, beginning (P_|942,234,972) P 705,371,148 (P 236,863,824) P 625,336,782
Additional contributions 209,345,165 74,248,901 283,594,066 168,103,236
Withdrawals 824,452,075) (301,799,503) (1,126,251,578) (1,030,303,842)
Trust fund contributions -
net 615,106,910) (227,550,602) (842,657,512) (862,200,606)
Fund balance, ending | 1/557,341,882) 477,820,546 (1,079,521,336) (236,863,824)
Reserve for fluctuation
FVTOCIs | 427,414,127 257,382,894 684,797,021 74,339,353
Accumulated trust fund
income, beginning before |
adjustment 4,399,591,383 1,301,805,918 5,701,397,301 5,429,790,424
PFRS 9 Transition Adjustment - = - 3,327,320
Accumulated trust fund
income, beginning after | |
adjustment 4,399,591,383 1,301,805,918 5,701,397,301 5,433,117,744
Trust fund incame - net | |172,329,162 108,830,026 281,159, 188 268,279,557
Accumulated trust fund ‘
income, ending 4,571,920,545 1,410,635,944 5,982,556,489 5,701,397,301
P3,441,992,790 P2,145,6§39,384 P 5,587,832, 174 P5,538,872,831
Statements of comprehensive income
2019
Pension Education Total 2018
Income F183,213,745 P115,799,316 P299,013,061 P287,248,999
Expenses 10,884,583 6,969,290 17,853,873 18,969,442
Net income P172,329,162 P108,830,026 P281,159,188 P268,279,557
|
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The following table presents
asset at FVTOCI under trust

L

fu

he

= maturity profile of

nd assets as at Decs

>mber 31, 2019:

the principal amounts of the financial

1 2019 2018
|
Due within one year \ P 238,787,066 P 200,606,612
Due after one year through five years 1,112,836,408 565,784,329
Due after five years and above 3,950,068,643 4,083,104,411
\
| p5,301,692,117 P4,849,455,352

FVTQCI investments of the &
measured at fair values base
an interpolated yields deriveq
investments resulted in a log
and gain of P344,883,925 in

In 2019 and 2018, reclassiﬂ
profit or loss relating to FVTQ
resulted in a loss of P320,
disclosed in Note 22.

P

On June 30, 2011, the Co
trust funds to meet liquidit
result, the remaining HTM ¢
assets reclassified from H
form of fixed rate treasury
(5) years. !

On January 1, 2018, the (
reclassification of these
comprehensive income and f

In 2014, the two-year per|
category has passed. No req
was made from 2015 to 201
the appropriate class&iﬂcatiTjr

the

Pursuant to Section 36 of
No, 9829, otherwise knovyr
guidelines on the M.‘jﬂnagem
supersede Sections 16 and
significant provisions of the
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instruments. The instr
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5,839 in 2019 and

y sold a significant
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»s, These securities

S investments

f its investment for
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4 of Republic Act I
C's New Rules relat
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and unit investms
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ations which are fin
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st funds include inve
n quoted prices of ¢
rom benchmark refe
on fair value measd
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I investments of the

rtfolio was reclassif]
0 AFS category cof

mpany has adopted
int
ancial assets throug
1 subsequent to th

ssification of AFS in
The Company will g

stments in treasury notes and ban
ither done deals or bid rates or bas
rence rates. The revaluation of th
rement amounting to P290,301,
sclosed in Note 22.

B8

ljustments from trust fund equit
trust funds disposed during the
lgain of P353,607,673 in 2018

y

portion of its HTM investments in
aturing plans during the year. 4

sist of government securities in

have a maturity profile of at least|f

the PFRS 9 which resulted in
o financial assets through o
h profit and loss.

e reclassification from HTM to
vestments back to HTM investme

the subsequent years.

and Regulations (IRR) of Republi
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h
s
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2.

The Company has | fully |d
abovementioned IRR, The
after the investments in tru

The property| shall be
name of the mortgag

The maximum amou

the total trust fund: a
borrower shall not ey

The maximum terrj

Direct loans to planh
Section, provided th

total trust fund amTL

Equities - Investments in
of the local stock excha
instruments such as mut
are invested only in fixe
the limitations prescribe
include stocks issued b
possess good track recor
(3) years. Notwithstand
officers, stockholders an
companies related to 't
foregoing criteria provide

The amount to be allocat
allocated amount. The |in
of cost or market.

Existing investments wh
within three (3) years frg

Real Estate - These shall include real estate properties located in strategic areas of
chates The transfer certificate of title (TCT) shall be in

the name of the seller, f
in the name of the truste
the pre-need company

may be allowed. It shall

cities and first class mTr
!

However, the real estate
estate appraiser, accredi
to reflect the increase or
would resultin an increag
to be recorded in the bg
entire decline shall be re
up the required r_non{:hLin

The total recorded valu
total trust fund amount g
estate investment excee
prescribed limit within t
Investment of the trus
paragraphs, shall not bg
had been secured. Prov
entity shall exceed 15%
the Commission jis authg
forth herein not in exces
once every five (5) year,
than five (5) years from t
shall not use the trust
stockholders, officers or

il
g

iz

overed by a transfer certificate of title registered in
or and free from liens and encumbrances.

ount while the amgunt to be granted to each corpo
ceed 10% of the amgunt allocated.

of the loan should be no longer than four (4) years.

olders are exempt from the limitations set forth under
at/such loans to planholders shall not exceed 10% of

nge, Investments in

y companies that ar

financially stable, actively tra
ing the prohibition

he trustee provided |these companies comply with
dlin this paragraph fgr equity investments.

in any particular|issue shall not exceed 10% of

ich are not in accordance herewith shall be dispose

the effectivity of the Pre-need Code,

ree from liens and engumbrances and shall be transfe
e in trust for the planholders unless the seller/transfer

b

shall be appraised every three (3) years by a licensed

recorded at acquisjtion cost.

decrease in the value|of the property. In case the appr
e in the value, only 6(0% of the appraisal increase Is allo
oks of the trust fund but in case of decline in value,
corded. Appraisal increment should not be used to co
contribution to the trust fund.

e|of the real estate investment shall not exceed 10% of

f the pre-need company. In the event that the existing
ds the aforesaid limit] the same shall be leveled off to
hree (3) years from the effectivity of the Pre-need C
t fund, which is not in accordance with the prece
allowed unless the prior written approval of the Commis
ded further, that no|deposit or investment in any si
of the total value of|the trust fund. Provided finally,
rized to adjust the percentage allocation per category
s|of 2% points upwafrd or downward and no oftener
5. The first adjustment hereunder may be made no ea
h
fund to extend any |oan to or to invest in its direc
its affiliates.

omplied with all tHe implementing guidelines of
al amount of non-admitted assets can be determined
t funds have been examined by the IC.

equities shall be limited to stocks listed on the main bg

|the
|

nt to be allocated for| direct loans shall not exceed 5% of

|
rate

this
the
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ual funds are allowed|hereunder, provided that such fu
d income instruments|and blue chips securities, subjea
d by laws, rules and regulations. These investments s

nds
t to
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gainst transactions with directors,
d related interests, the trustee may invest in equitie's of
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ed for this purpose shall not exceed 30% of the total trust
fund while the investme

the

vestment shall be recorded at the aggregate of the lawer
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e
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or is
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12,

COMPUTER SOFTWARE

Movements in the carrying

et

1
=]

armounts of the Comp

any’s computer software:

Note 2019 2018
Cost
Balance, January |1 Pi6,811,319 P16,811,319
Additions = =
Balance, December 31 16,811,319 16,811,319
Accumulated Amortization
Balance January 1 11,674,527 6,070,754
Amortization ‘ 26 5,136,792 5,603,773
Balance, December 31 16,811,319 11,674,527

|

Carrying Amount, December 31 P 2 P 5,134,792

Benefits
December 31, 2019 and 2
beneficiaries, in the cou
pre-need contracts,| such
annuity payments.

As at December 31,/2019

BENEFITS PAYABLE AN

Benefits Payable

payable | amo

Accrued Expenses and (

he computer softwarg

=]
>

CCRUED EXPENSE

unting to P118,534

of settlement, ang
due but unpaid ma

Other Liabilities

is fully amortized.

S AND OTHER LIABILITIES

},046 and

1| incurred but unpaid claims o

P101,239,420 as
018, respectively, represents amounts due to planholde

at

rs and

n the

tured benefits, surrender benefits and

2019 2018
Payable to agents P2,401,104 P2,600,670
Accrued general expenses 405,326 1,600,414
Accrued final taxes 640,172 668,551
Cutput value added tax| (VAT) — net - 99,314
Withholding taxes 52,702 46,802
Other liabilities 2,203,180 4,514,232
P5,702,484 P9,529,983
The Company’s liabilities are not subject to intergst charges.
Details of accrued general expenses are as follows!:
2019 2018
Professional fees ; P405,326 P1,548,738
Agency related fees - 51,676
P405,326 P1,60|0,414
Details of other liabilities are as follows:
2019 2018
Trustee fees P 889,241 P 889,241
Bank credits 1,313,939 3,624,991
P2,203,£80 P4,514,232
As at December 31,2018, gutput VAT is net of input VAT of P238,547.
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15.

16.

COUNSELORS’ BOND RESERVE

Counselors’ bond
December 31, 2019 and 2p1
deductions from agents' cgm
separation of an agent from |th
from the accumulated bond re
from the Licensing section.

reserve | amounting to

Serve upon securing

P6
8, respectively, re
missions, bonuses
e Company, the ag

as

978,265 and P6,983,205

and other cash incentives. U

lof approved and updated cleara

at

presents the aggregate amount of

pan

ent’s accountability will be deducted

nce

Remaining liabilities as of reporting date pertain tq those withheld from agents in 2011
and earlier years.
RELATED PARTY TRANSACTIONS
The Company has the following transactions and gutstanding balances with the parent
company as at and for the years ended December B1:
Qutstanding Bgélance
Category Amounts Receivable Payable Terms Conditions ptes
2019
Parent Company
30-day: non-
interest bearing,
Chargeback P22,368,322 P - P - settled in cash Unsecyred a
30-day: non-
Interest
bearing,settled in
Premiums 439,627 - 2,297,171 cash Unsecured b
2018
Parent company
30-day: naon-
interest bearing
Chargeback | P23,479|647 P - PI - settled in cash Unsecured a
30-day: non-
| interest bearing
Premiums 626/468 = 13,726,321 settled in cash Unsecured b

a. The Company has transact
billings to cover shared dos
human resources, legal (af
settled in cash on or before

o

tions with SLOCPI w
sts and operating ex
1d internal audit fu
> the 30th day of eg

hich consist mainly of intercomp
penses such as systems, operati
nctions and others, which are b
ch month.

any

ons,
eing

b. Other pre-need plans (educational and pensipn plans) have embedded credit life
and credit disability benefits which are insured lhy SLOCPI. Outstanding balances are
included as part of payable to parent company.

The remuneration of key manhagement personnel is| provided by SLOCPIL.

PRE-NEED RESERVES (PNR)

Movements in the Company/s|PNR are as follows:

Note | 2019 2018
PNR, Beginning _ I'=5,639,981,406 P6,467,317,386
Trust fund contributions 24 79,363,276 78,514,031
Decrease in PNR 24 (112,602,908) (905,850,011)
(33,239,632) (827,335/980)

PNR, Ending P5,606,741,774 P5,639,981)406
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In its CL No. 23-2012, Va
November 28, 2012, the IC rg
provides for TPNR which allo
amount of the trust funds 0
accordance with the CL as at
and P203,832,082, respective
In 2019 and 2018, the Comp
availed of the staggered recJJg
the Company used interest ra
trustee bank of 5.6% for ﬂu
5.7% for Sun Education Plus

interest rates were set at 6.0
(Non-Par), 6.00% for Sun Ed

u
q
VS
Ve
D

ey

ar
n
te
n
(F
5
C

Details of PNR per product type

uired the use of the

?ar) and 6.6% for 9
% for Sun Educatio
ation Plus (Par) and

ation of Transitory

the staggered reco
r ten (10) years. 7
ecember 31, 2019
, as disclosed in No

y applied the lowe
tion of the excess o
assumptions detern
Education (Non-Par

are as follows:

gnition of the excess of PNR over
'he Company has PNR deficienc
and 2018 amounting to P34,149
te 11,

nined and provided by the Compa

sun Pension Plus (Par). In 2018,
n (Non-Par), 5.52% for Sun Pen

Pre-Need Reserve (TPNR,) d
ower of attainable rates and 6%,

of the attainable rates and 6%
PNR over trust fund assets, In 2

), 5.5% for Sun Pension (Non-F

6.59% for Sun Penslon Plus (Par

ated

but
the

Vv in

348

and

D19,
ny’s

ar),
the

sion

5,

Note

2019 2018

Education
Pension

P2,163,133,445
3,443,608,329

P2,107,449
3,532,532

391
015

11

P5,606,741,774 P5,639,981

406

Other reserves are set-up a
excess of ARL over the PN
staggered recognition| of th
follows:

D 5 0

de

prudent measure at
as disclosed in Not
>ficiency, are summ

the option of the Company. It is
e 17. The PNR, before availing
arized based on payment statu

the
the

5 ds

PNR* ARL

2019

Currently-being-paid educsz
plans

Lapsed plan within allowab
period

Fully paid education/and p

atior
le

ensi

N and pension
einstatement

an plans

P 619,117,339 P 484,000,

6,533,873
5,049,389,258

16,675,

381

14

4,809,064,400

P5,675,040,470

P5,309,740,£95

2018

Currently-being-paid educs

~ plans

Lapsed plan within allowab
period

Fully paid education and p

atjor

ion plans

1 and pension

einstatement

P 596,354,036 P 498,741,

6,562,420 17,246,

5,648,561,195 5,457,587,

246

955

871

| P6,251,477,651 P5,973,576,

072

*Based on full amount of PNR and
reserves as provided in IC CL I\

The PNR for each individual
follows:

a. Currently-Being-Paid Edi

1. Provision for termin;

experience of|the Cc

Liability was set-up
full payment, appl

ut considering the stagge
3-2012,

sidiary account of es

tion and Pension Pla

n values was deterrn
any.

the portion of currg
the full payment

equivalent to the pre
value of future trus
using the appropriat

o0

t value of future ma
nd contributions re
scount rate.

red recognition of deficiency of trust fund

ach type of plans are determined

ns

nined by applying the surrender

2ntly-being-paid plans that will re
experience of the Company. I
kurity benefits reduced by the pres
fquired per Product Model discour

over

rate

ach
t is
sent
ted
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Withdrawal rate of currently-being-paid plans is based on the average of
3-year Company withdrawal experience, if available; otherwise, this is based on|the
recent Company persistency studies or pricing assumptions.
Type of Pre-peed Product PNR ARL
December 31, 201
Education non-par P 6,979,668 P 6,471,160
Education par ‘ 13,488,629 12,928,486
Pension non-par ? 574,977,486 440,915,%924
Pension par | 23,671,556 23,683,811
\
| P619,117,339 P484,000,381
December 31, 2018
Education non-par | P 13,959,179 P 13,370,462
Education par 44,370,067 44,335,202
Pension non-par 509,400,967 412,394,348
Pension par 28,623,823 28,641,234
P596,354,036 P498,741,246
Lapsed Plan within Allowgable Reinstatement Period
The provision for termination values was detegmined by applying the reinstatement
experience of the Company. The Company used reinstatement factor of 60% in 2019
and 2018. Based on the B-year Company reinstatement experience, the percentage
of lapsed plans during previous year which were reinstated within the current year
is around 49.2% and 51,7% in 2019 and 2018, respectively.
Type of Pre-néed Product PNR ARL
December 31, 2019
Education non-par P 333,322 P 848,996
Education par| 510,422 1,405,187
Pension non-par 3,706,922 10,054,113
Pension par 1,883,207 4,367,518
P6,533,873 P16,675,814
December 31,2018
Education non-par P1,386,166 P 3,494,130
Education par 1,317,151 3,303,230
Pension non-par 2,832,055 8,224,777
Pension par 1,026,148 2,224,818
P6,562,420 P17,246,955
PNR for lapsed plans afe|computed as Plan [Termination Value multiplied by| the
reinstatement factor while| ARL for lapsed planis are computed as higher of actuarial
reserves as of lapsed date multiplied by the reinstatement factor or the |plan
termination value.
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17.

c. Fully Paid Education and |Pension Plans
Type of Pre-need Product PNR ARL
December 31, 2019
Education non-par R1,466,965,027 P1,403,429,399
Education par ‘ 718,007,662 700,126,698
Pension non-par 2,380,806,620 2,221,898,354
Pension par | 483,609,949 483,609,249
‘ P5,049,389,258 P4,809,064,400
\
December 31, 2018 | |
Education non-par P1,562,841,672 P1,521,709,340
Education par 693,774,331 693,774,331
Pension non-par \ 2,888,964,983 2,73%,123,991
Pension par 502,980,209 502,980,209
P5,648,561,195 P5,457,587,871
The actual trust fund cértributions per books amounting to P79,363,276 |and
P78,514,031 in 2019 and 2018, respectively, are less than the P283,594,066 and

P168,103,236 total contributions per bank, as disclosed in Note 11, due to additional
deposits made in 2019 and |2018 to fund the PNR computed on a monthly valuation
basis done by the Company.|Reconciliation is as follows:
| Note 2019 2018
Trust Fund Contributioqs Per Books P 79,363,276 P 78,514,031
Adjustments 37,866 -
Trust fund contributions ir* Degember 2017,
deposited on January 3, 2018 - 4,826,303
Trust fund contributions ir{ December 2018,
deposited on January 2, 2019 3,937,098 (3,937,098)
Trust fund contributions in December 2019,
deposited on January 22, 2020 (3,744,174) -
Additional deposit to education in February 2018 = 53,200,000
Additional deposit to pensiop in February 2018 - 35,500,000
Additional deposit to educatjon in February 2019 70,000,000 E
Additional deposit to pensioh in February 2019 | 134,000,000 =
Trust Fund Contributior@ Per Bank |11 P283,594,066 P168,103,236
OTHER RESERVES
Movements in the Company[s other reserves are aq follows:
_ | Note 2019 2018
Other reserves, beginning P 333,594,666 P 23,713,066
Increase (decrease) in other reserves 24 (333,594,666) 309,881,600
Other reserves, ending | P - P333,594,666

As a prudent measure, thL
accordance with PAS 37 tcﬁ
PNUCA. Other reserves is the
reserves is recognized amourjti
than PNR as shown in Note 1

oy

Company, at its op
cover its contractual

excess of ARL over
ng nil and P333,594

tion, shall set-up other reserve
obligations based on the amen
the PNR. In 2019 and 2018, o
,666 respectively since ARL is hi

s in
ded
ther
gher

37




18.

19.

20.

21.

i
1
PLANHOLDERS' DEPOSITS

Planholders” deposits amounting to P29,873
December 31, 2019 and 2?18, respectively, repn
plarthoiders for excess fractiprial payments of a

received with application for tf
the date of lapse, pending the

SHARE CAPITAL

The details of the share capital 3

e|reinstatement of la

a

s at December 31,

pproval of the Comp

,807 and P29,197,250 as
esents amounts received from
regular installment, and payme

any.

2019 and 2018 are as follows:

at

the
nts
psed plans within two (2) years from

Ordinary Preferred
Share Capital Share Capital
Authorized:
3,000,000 ordinary shards at P25 per share P75,000,000 P -
2,000,000 preference shares at P25 per share - 50,000,000
Issued, fully pald and outstanding:
3,000,000 ordinary shares at P25 per share 75,000,000 -
2,000,000 preference shares at P25 per share - 50,000,000

\
. |
There were no movements in {

|
Ordinary shares carry one vote

preference shares have carry g
at the option of the Company,
the Company. ‘

ADDITIONAL PAID-IN CAPI

After the approval by the majerity of the BOD and by
-thirds (2/3) of the
on| July 29, 2010, the SEC approved the decreasel in
Company on December 3, 2010 from P700,000,
and 2,000,000 preference shares both with par valu
ordinary and 2,000,000 preference

or representing at least twad
shareholders’ meeting held
authorized share capital of |t

divided into 5,000,000 ordinany

P100 each, to P125,000,000 d

CONTRIBUTED SURPLUS

On June 3, 2010, the BOD of
the Company, by way of corw‘t
the said authorized amount

June 29, 2010. In June 2018,
minimum paid up capital requi

On December 4, 2018,/ the BO
into the Company, out of tl"e
infused to the Company on De
the authority to determine wh
necessary, |

he share capital of th

ne vote per share. Th
subject to the approv

TAL

ne

ributed surplus. The i
of
SLOCPI infused the r
rement,

D
gpproved infusion o
cel

per share and carry

ivided into 3,000,000
shares both with P25 par value,

P200,000,000 was|

mber 18, 2018. The
en the subsequent infusions shall be made as it dee

e Company in 2019 and 2018,
a right to dividends. The holders

Bl of the Board of Directors (BOD

outstanding share capital at

contributed into the Company
emaining P175,000,000 to meet

Company’s management was gi

of

e preferred shares may be redeemed

of

the vote of the shareholders owning
the

00
of

SLOCPI approved a capital infusion of P200,000,000 into
hitial infusion of P25,000,000 out of

on

the

of SLOCPI approved | a capital infusion of P500,000,000
f P500,000,000, P200,000,000 was

en
ms
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22,

23.

24,

|
INVESTMENT REVALUATION

The movements of net unreal
|

RESERVES

zed gain on fair valug

measurement are as

follows:

Notes 2019 2018
Balance, beginning | P 21,886,802 P 685,676,717
Net gains {losses) on fair value
measurement ‘
Financial assets at FVTOCI 10 53,381,372 34,701,682
Investments in trust funds 13 290,301,830 (344,883,925)
Reclassification adjustments relating to
disposed financial assets during the
year - Investments in trust funds i 320,155,839 (353,607,673)
| 663,839,041 (663,789,915)
Balance, ending P685,725,843 P 21,886,802
|
The summary of investmenti revaluation reserves is as follows:

L Notes 2019 2018
FVTOCI/Available-far-sale financial assets 10 P 928,823 (P52,452,550)
Trust funds 11 684,797,020 74,339,352

P685,725,843 P21,886,802

PREMIUM REVENUE

=

Premium revenue amounting
respectively, pertains to amoun
of planholders.

Amount of premium installment
receivables in accordance with P
Pre-need Plans and PNUCA adoy

0o P105,206,379 an
t collected during th

s collectible from th

re-need Rule

31, As

ted by the Companly on January 1, 2007,

d P108,633,659 in 2019 and 20
e year from the remaining contr

e planholders are not recognizec
Amended: Accounting Standards

18,

acts

1 as

for

DECREASE IN PRE-NEED RESERVES - net
The account comprises of;
Notes 2019 2018
Trust fund contribution 16 P79,363,276 P 78,514,031
Increase (Decrease) in other reserves 17 (333,594,666) 309,881,600
Decrease in PNR | 16 (112,602,908) (905,850,011)
(366,824,298) (517,454,380)
Documentary stamp taxes and SEC
registration fees ‘ 219,419 187,034
| (P366,614,879) (P517,267,346)
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25,

26.

27.

\
OTHER DIRECT COSTS AIJD

EXPENSES
The Company’s direct costs and expenses consist of;
| 2019 2018
Planholders’ benefits ‘ P1,061,219,449 P1,040,910,568
Agents’ bonuses ‘ 2,146,501 2,476,863
Basic commissions 2,108,715 4,213,765
Marketing and sales 4,915 28,223

P1,065,479,580 P1,047,62

8,419

}
Planholders’ benefits pertain to
accrued upon plan maturity, Th
was 1,964 and 2,158, respectiv

The amount of planholders’ be
trust funds as disclosed in Nate
Company in current year th ‘t

GENERAL AND ADMINISTRA

TIVE EXPENSES

benefits of planholg
e total number of p

ely.

nefits expense is le

ers and their beneficiaries, paid
ans that matured in 2019 and 2

55 than the total withdrawals in

11, due to timing differences of payments made by
were reimbursed by {

he trustee in subsequent year,

and
018

the
the

Details of general and administrative expenses are fas follows:
Nptes 2019 2018

Expense chargeback 15 P22,368,322 P23,479,647
Amortization of computer spftware 12 5,136,792 5,603,773
Taxes and licenses : 1,144,096 1,123,390
Provision for non-recoverahle prepaid taxes 9 969,200 959,937
Plan insurance 15 439,627 626,468
Bank charges 212,867 249,665
Professional fees 110,285 1,866,716
Repairs and maintenance - 164)823
Miscellaneous 23,153 9,436

P30,404,342 P34,083,855

<

The Company outsources its
on core competencies, to dr
the fulfillment of the Company’s

INVESTMENT INCOME

The Company's investment incame consists of:

arious administrative

obligations on outg

functiohs to SLOCPI, mainly, to fc
e excellence and execition, and to achieve cost savings

tanding pre-need contracts.

cus
for

Notés

2019 2018
Interest from: ‘
Government securities | 10 P15,993,845 P14,521,953
Cash in banks and cash equivalents T 9,411,615 5,710/551
P25,405,460 P20,232,504
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28.

29,

OTHER INCOME
The Company’s other income [consists of:
2019 2018
Handling fees P1,251,869 P1,430,605
Interest on lapsed plan 314,374 360,577
Miscellaneous 502,810 =
| P2,069,053 P1,791,182
|
Handling fees pertain to the handling charges associgted with installment payments other
than annual basis or spot-cash sales.
Miscellaneous income pertains to the effect of theé reconciling items such as banking
suspense accounts and stale checks.

INCOME TAXES

The provision for income taﬁ
interest income in 2019 and 2

A reconciliation between inc
and in 2018 multiplied by 3C

o
(=}

of
0

P5,213,897 and P4,
18, respectively.

473,624 represents

ome tax expense and the product of accounting loss in 2019

s as follows:

the final tax on

2019

2018

Accounting loss

(P315,428,963) (P165,508,026

Tax benefit at 30%
Adjustment for income sub]

ect to lower income tax

(P 94,628,689) (P 49,652,408

rate (1,950,187) (1,612,768
Tax effects of: .
Trust fund income = net (84,347,756) (80,483,867
Unrecognized NOLCO 186,357,406 135,896,667
Non-deductible expenses 240,676 309,359
Non-deductible loss (non-taxable gain) from
change in fair value of FVTPL financial assets || (457,553) 16,641
Provision for income tax ! P 5,213,897 P 4,473,624
Details of the Company’s NOLCO are as follows:
|
Year of | bois 2019
Year of Incurrence Expiry | Balance Additions Expired Balance
2016 2019 P 563,428,502 P - (P563,428,502) P
2017 2020 | 364,088,817 - = 364,088, 817
2018 2021 452,988,890 - 2 452, gds 890
2019 2022 621,191,358 - 621,191,358
P1,380,506,209 P621,191)358 (P563,428,502) P1,438,269,065
|
The Company did not recognize the deferred fax asset on NOLCO amounting to

P431,480,720, and P414,1

because Management believes
realize the tax benefit arisin

addition,

In

the Compan

December 31 2019 and 20

1,8

g|fr
v

363 as at Decembe

om NOLCO.

does not have||a deferred tax

r 31, 2019 and 2018, respecti
it is more likely that the Company will not be ab

ely,
e to

liability as at
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30.

31.

CONTINGENCIES

In the normal course of the
contingent liabilities such as |pen

Company’s operati
ding legal cases whi

ch are not reflected in the Compa

ons, there are various outstanding
ny's

financial statements as at Dedember 31, 2019 and PD18, The Company recognizes in its
books any losses and liabilities incurred in the course of its operations as they become
determinable and quantifiablg. [n the opinion of the Management and its legal and|tax
counsels, the Company is not liable to and has strong position on the pending legal cases,
but which if decided adverse]y, will not have a material effect on the Company’s financial
position and results of operations.
\
FAIR VALUE OF FINANCIAL INSTRUMENTS
Assets and liabilities measured at fair value on a re curring basis.
The following table provides|an analysis of finantial instruments that are measured
subsequent to initial recognition at fair value, grodped into levels 1 to 3 based on|the
degree to which the fair value|ig observable,
Fair value hierarchy
| 2019 2018
Financial assets at:
General Fund
Fair value through profit or/loss P (15,099,104 P 13,573,927 Level 1
Fair value through othe |
comprehensive income 272,502,360 221,309,820
Trust Fund
Fair value through profit or|ldss 285,715,931 273,510,311
Fair value through other
comprehensive incomg 4,758,818,342  4,575,624,672 Level 1
P5,332,135,737 P5,084,018,730
Investments in trust funds pertain to investments in fixed income securities and equity

investments,

The fair values of fixed-income
prices of either done deals or hi

Equity investments are valued

]
Slur

Investments in mutual fund
Share (NAVPS) provided by
monthly basis.

The Company has no Level 2 an

Management believes that these

securities classified
1 rates.

at quoted prices as gt reporting date.

revalued at market
Life Asset Manage

d 3 financial instruments.

reclassifications and transfers were apprapriate.

under Level 1 are based on qua

price based on Net Asset Value
ment Company, Inc. (SLAMCI) o

ted

per
na
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32.

Assets and Liabilities not Measured at Fair Val

The following financial assets|and financial liabilitig

ue

s are not measured at fair value on

recurring basis but the fair vajue disclosure is required:
2019 2018
Carrying Amount Fair Value Carrying Amount Fair Value
Financial Assets
General Fund
Cash and cash equivalents | P 406,073,436 P 406,073,436 P 511,522,543 P511,522/549
Recelvables | 33,762,517 33,762,517 34,472,378 34,472,378
. | 439,835,953 439,835,953 545,924,927 545,994,927
Trust Funds |
Cash and cash equivalents 71,883,819 71,883,819 203,470,352 203,470,352
Financial assets at amortized
cost 396,754,932 396,754,932 401,797,962 430,457,853
Interest receivable 75,633,769 75,633,769 85,502,924 85,502,624
QOther assets | 471,376 471,376 371,713 371,713
544,743,896 544,743,896 691,142,952 719,802,843
P 984,579,849 P 984,579,849 P 1,237,137,879 P 719,802 843
Financial Liabilities
General Fund
Accrued expenses and other |
liabilities P | 5,009,610 P 5,009,610 P 8,715,316 P 8,715,316
Benefits payable 118,534,046 118,534,046 101,239,420 101,239,420
Counsetars’ bond reserve | 6,978,265 6,978,265 6,983,205 6,983,205
Payable to parent  company 3,397,171 3,397,171 3,726,321 3,726,321
Planholder’s deposit 29,875,807 29,875,807 29,197,250 29,197,250
163,794,899 163,794,899 149,861,512 149,861,512
Trust Funds
Accrued expenses and other |
liabilities 1,445,995 1,445,995 1,405,103 1,405,103
P165,240,894 P165,240,894 P151,266,615 P151,266,615

The difference between the carr
disclosed in the statements gf
pertains to payables to goverpment that are not co

Due to the short-term matLJ it
expenses and other liabilitie
benefits payable, their carrying

RISK MANAGEMENT

The Company’s overall risk
guidelines, risk tolerance limits
Company’s parent organizaqiun.
within the Company’s business
applied to the practice of risk

|

The Company’s activities exp
interest rate risk, credit risk

Risk Framework

The risk management program

avoid risks that could materially affect the val
contribute to sustainable e
take risks that the Compan

provide transparency | af

reporting.

m

I

ose it to a variety of
ar
design and pricing risk and lega

financial position an

es of cash and ca
ounselors’ bond resg
amounts approximg

anagement frame
and practices for r

segments, ensurin
anagement,

d liguidity risk) an
|, regulatory and m

is designed to:

arnings;

the Company's ri

ying amount of the accrued expenses and other liabil
d the amount disclosed in this note

It provides oversight to the risk management activ

y can manage in order to increase returns; and

nsidered as financial liabilities.

sh equivalents, receivables, accr
2rve, payable to parent company
te their fair values.

vork establishes policies, opera
sk management patterned after

g that discipline and consistency

financial risks (such as market
d operational risks (such as pro
arket conduct risk management)

ie of the Company;

sks through internal and exte

ties

ued
and

ting
the
ties
are

risk,
duct

rnal

43




\
The Company is in the busilwe
those risks that meet|its obje
the Company’s vision and s
practices of the business grou

In pursuing its business obje
significant risks are appr%o

monitored, ‘

Accountability provides clear |
risk taking. In order for risk m
and responsibilities.

The BOD is ultimately respg
practices are in place. The
identification of major areas
and to review compliance wttl
and with legal and regulatory

Key Risk Processes

The Company has established
may impact its business are id
and quantitative bases. Risk
mitigating the exposure.

The Company has adopted ris
measurement, mitigation an|

The Company has establishLﬂ.
target income sensitivity of| t
markets.,

Risk Measurement

Risk Categories

The risks facing the Company

Market risk

Market risk arises when there
embedded options and guarar

The Company's insurance liabi
investment guidelines establ
monitored and managed agai
sustained adverse market
Capital Adequacy testing and

a. Interest rate risk
This is the risk of asset-li

To the extent possible, th
assets and associated lia

The Asset Liability ch‘n
duration analysis.

b
29

The sensitivity analyses
in fixed income securitie

A 100 basis points incr
P274 million in 2019 an

A 100 basis points decr
P296 million in 2019 an

e

d
e
d

2S

ps.
oC
DI

of
S

en

I

]

ab

s of accepting risks
ives. The program
tegy and embeds

ct
ra

tives, Management
ately identified,

n
al

n
B
H

sible for ensuring
0D has oversight

sk management p

matters.

a formal risk identific

dontrol programs a

CQ

he

Ccg

i
te
lit]
sh
ns
)
pt

e from changes in

es are segmented
t established risk

her stress-testing t

e
Ol

Company establish

mittee measures an

el
C

in the yield rate
57 million in 2018

e in the yield rate
278 million in 2018

1S

e
2

T U

d

es of responsibility 4
nagement to be effe

sk and developmen

tified. Exposure to t

management policie
ntroi, and monitori

market risk toleran
2 Company to chan

n generally be clas
5 uncertainty in the

ed for each segm

vement in securitie

ility mismatch resu

ties to keep potent

ow were determined
assified as AFS sec

for appropriate return and takes

it within its business managem
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The sensitivity analysis ig u

the exposure at the end of the reporting period does not reflect the exposure du

the year.

Eguity price risk

The Company is exposed |tg
investments are held for stn

limits set by the Pre-Need Code, as well as the|allowable equity allocations as st
in the investment management agreement (and subsequent amendments) with

trustee bank. Equity expos
Liability Committee on a gu

The sensitivity analyses|below have been deter
price risks at the report*ng date.

If equity prices have bee
increased or decreased by
of the changes in fair value

The sensitivity analysisis u
the year.

Credit risk ‘

The Company has exposure to credit risk from its investments in Philip

nrepresentative of the inherent interest rate risk beca

equity price risks arising from equity investments. Eq
ategic purposes. Equity exposure is managed through

ure is monitored periodically and reported to the A
arterly basis.

ined based on the exposure to eq

n 10% higher or |lower, equity reserves would h
P29 million in 2019 and P27 million in 2018, as a re
of equity investment.
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the exposure at the end of the reporting period does not reflect the exposure du
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uity
the
ated
the
sset

uity
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sult

use
ring

pine

government securities and occasionally in the pecial Deposit Account (SDA) offered

by the BSP. The Compan

The table below summarizes the Company’s financial assets as

December 31, 2019 and R0
of the financial assets.

maintains cash d

18 with a maximum exposure equal to carrying amo

osits in commercial and universal
banks with good credit standing to minimize exposure to credit risk,

at
unts

Notes 2019 2018

General Fund
Cash in banks and cas

Q
)
=

equivalents 7 P 406,073,436 P 511,522,549

Financial asset at FVTOCI 10 272,502,360 221,309,820
Receivables 8 33,762,517 34,472,378
712,338,313 767,304,747

Trust Funds
Cash in bank and cash equivalents 11 71,883,819 203,470,352
Financial asset at aHn brtized cost 396,754,932 401,797,962
Financial assets|at FVTQCI 4,758,818,342 4,575,624,672
Interest receivable | 11 | 75,633,769 85,502,924
Other assets | 471,376 371,713

5,303,562,238  5,266,767,623

|P6,015,900,551 P6,034,072,370
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The following table details the credit quality of those financial assets that are neither
past due nor impaired:
i Internal External
Canrying summary  Credit Credit 12m or
Amount Rating Rating Rating Lifetime ECL
December 31, 2019 ‘
General Fund ‘
Cash in banks and cash |
equivalents | P 406,073,436 High N/A AAA Lifetime ECL (simplified approach)
Financial asset at FVTOCI | 272/502,360 High AAA AAA 12m ECL |
Receivables | 33,762,517 High N/A AAA Lifetime ECL (sim;'._-lifieﬂl approach)
712,338,313
Trust Funds ‘
Cash and cash
equivalents 71,883,819 High N/A AAA Lifetime ECL (simplified approach)
Financial assets at
amortized cost J 396,754,932 High AAA AAA 12m ECL
Financial assets at FVTOCI ~ 4,7)58,818,342 High AAR AAA 12m ECL
Interest receivable 75,633,769 High N/ AAA 12m ECL
Other assets | 471,376 High N/A AAA Lifetime ECL (simplified approach)
5,303,562,238
P6,0/15,900,551
Internal
Carrying Summary Credit 12m or
Amount Rating Rating Lifetime ECL|
December 31, 2018
General Fund
Cash in banks and cash
eqguivalents P 511,522,549 High N/A AAA Lifetime ECL (simplified jap proach)
Financial asset at FVTOCI | 21,309,820 High AAA AAA 12m ECL
Receivables 34,472,377 High NJA| AAA Lifetime ECL (simplified @pproach)
V67,304,746
Trust Funds
Cash and cash AAA
equivalents 203,470,352 High N/A Lifetime ECL (simplified @ap proach)
Financial assets at AAA
amortized cost 401,797,962 High AAA 12m ECL
Financial assets at FVTOCI  4,575,624,672 High AAA AAA 12m ECL
Interest receivable 85,502,924 High N/A AAA 12m ECL
Other assets 371,713 High N/ AAA Lifetime ECL (simplified approach)
5,266,767,623
P5,034,072,370
In 2019, the Company uses internal ratings to determine the credit quality of its
financial assets. These have been mapped to the summary rating below:
High Grade - applies|to highly. rated financial obligors, strong corporate
counterparties and perspnal borrowers with |{whom the Company has excellent
repayment experience.
Satisfactory Grade - applies to financial assets that are performing as expected,
including recently established businesses.
Acceptable Grade - applies to counterparties with risk profiles that are subject to
closer monitoring and scrutiny with the objective of managing risk and moving
accounts to improved rating category,
3 | \
Low Grade - applies to risks that is neither past due nor expected to result in iloss
but where the Company requires a workout|of the relationship unless an early

reduction in risk is achi@a

ble.

46




i
\
In 2019, the table below s

system of the Company:

U

nmarizes the curre

‘ i
Summarny ratiing Inte::;Lt;rec:ht S&P rating
High ‘ AAA AAA
High AAA AA
High ‘ AAA A
High ‘ AAA BBB
Satisfactory AA BB
Acceptable | B B
Low CCc/C CCC/C
Expected credit loss measurement
PFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit

quality since initial recognitiicn

t
ed
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LGD represents the Coanp
exposure, LCD varies by
availability of collateral or
loss per unit of exposure
12-month or lifetime ba
expected to be made if the
is the percentage|of loss
remaining expected lifeti;n‘

The ECL is determined by pr
for each individual exposur
multiplied together and adjﬁds
prepaid or defaulted in an e
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discount rate used in the EC
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e
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|Within Beyond
MNotes One Year One Year Total
December 31, 2019
General Fund
Accrued expenses and uih:r igbilities 13 P | 5,008,610 P - P 5,009,610
Benefits payable 13 118,534,046 - 118,534,046
Counselors’ bond reserve 14 16,978,265 - 6,978,265
Payable to parent compan 15 13,397,171 - 3,397,171
Planholders’ deposits T 18 - 29,875,807 29,875,807
|
133,919,092 29,875,807 163,794,899
Trust Fund ‘
Accrued expenses and other liabilities 11 1,445,995 z 1,445,995
i
P135,365,087 P29,875,807 P165,240,894
December 31, 2018
General Fund |
Accrued expenses and other liabilities i3 Py | 8,715,316 P - P 8,715,316
Benefits payable 13 101,239,420 - 101,239,420
Counselors’ bond reserve 14 6,983,205 & 6,983,205
Payable to parent compan 15 3,726,321 - 3,726,321
Planholders” deposits 18 25,157,250 29,197,250
120,664,262 29,197,250 149,861,512
Trust Fund
Accrued expenses and othér liabilities 11 | 1,405,103 - 1,405,103
H122,069,365 P29,187,250 P151,266,615

Financial liabilities pres
agencies for final taxes

The summary of the fut‘u
assets under trust funds

q

=

©

re as follows:

ted above excludg amounts payable to governm

cash flows representing principal and interest of finan

tput VAT and withholding taxes, as shown in Note 13,

ent

cial

Less ihan

hs

One to Three Four Mon| Two to Five Above

Proguct Type One Month Months to One Year Years Five Years Total
December 31, 2019
Banco De Oro Educ Non Par P 2,700,400 (P |47,927,678 P139,082,493 P 488,099,433 P 756,023,760 |P1,434,833,764
Banco De Oro-Pension Non |

Par 20,140,000 47,585,620 92,192/620 1,070,063,195 2,189,757,901 3,419,739,336
Banco De Oro Educ Par 2,355,590 27,538,553 44,371,156 312,367,981 368,017,345 754,650,625
Banco De Oro-Pensicn Par 3,506,972 9,810,690 33,974,778 372,292,561 453,110,282 872,695,283

P29,702,962 P§3258625541 P309,621 047 P2,242,823,170 P3,766,909,288 P6,481,919,008

December 31, 2018
Banco De Oro Educ Non Par P 26,495,706 P198,950,178 P 49,747,993 P 500,191,650 P 910,338,613 P1,685,724,139
Banco De Oro-Pension Non 146,781,000 52,000,312 98,210,312 1,135,525,322 2,626,837,140 4,058,354,085
Par
Banco De Oro Educ Par 23,449,580 27,995,737 25,039,339 324,724,754 403,724,147 804,933,557
Bancg De Qrg-Pension Par 6,744,067 10,623,190 33,387,278 369,078,516 542,570,580 962,403,631
P203,470,352 | P28B9,569,416 P206,384 géi P2,329,520,243 P4,483,470,480 P7,512,415,412

The factors affecting the Company’s insurance and
follows: ‘
a. Product design and pricing risk
This pertains to the risk arising from inappropriate or inadequate product design

pricing including deviatioris

of uncertainty concerning

termination and taxes.
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expected - with |respect
adverse financial and/crr
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33.

c) effective monitoring and

which material compliance ma

dit
on the overall effeqtiveness

d) timely reporting to the Au

Company.

oversight of manage

tters are identified,

and Compliance Co

The Board provides the highest level of independe

operations of the Company
compliance Guidelines, and
effectiveness. ‘

Management is the first ilﬂe

f defense and is re

with the Guidelines. It is accountable for identify

specifically incorporating consideration of Complis
decisions, and managing compliance risks in day-to-day activities,

The Chief Compliance Officer
Chief Compliance Officer has
Business Conduct. She prom

high ethical standards and conduct, and an approg

Sensitivity of PNR and ARL

The key assumptions to wil‘ic

Interest rates

Estimates are made as to fu
up pre-need contracts. Th
expectations about future e
investment strategies.

If investment returns are prg
the attainable rates used in |
for the ARL computation can
will result in a lower PNR ang

If investment returns are pr
be set-up. Decreasing the vz
and ARL.

Lapsed and surrender rate

oversight responsibili
otes a tone from the

ese estimates are

jected to increase, th

pjected to decrease,
luation interest rates

Lapses relate to the termirjaﬂio of pre-need plans

Surrenders relate to voluntan
assumptions are determine
experience and vary by prod

An increase in lapse and surr
a decrease In lapse and suje

A liability sensitivity analys
assumptions, which is lapse
analysis is the liability before

uct type, plan duratio

nder rates generally

s \was performed on
and surrender rates
applying the stagger

accordance with IC CL No. 23-2012. A 20% decre

100 basis points drop in the |interest rate woul

P384 million and P323 millio
and P355 million for PNR and

CAPITAL RISK MANAGEM

n for PNR and ARL, r
RL, respectively, in

4

of the Guidelines g

and Compliance staff

h the estimation of thig PNR and ARL are as follows:

ture investment income arising from the assets that b

conomic and financial development and the Compa

"NR computation, and
also be increased. Increasing the valuation interest rates

v termination of plans
d using statistical m

ender rates generally| results in lower PNR and ARL, w

This policy is intended to safeg

agreements and the appropriie

| uard capital for the benefit of all the stakeholders inclu
the shareholders, debt holders and the planholder
to maximize returns after fixed obligations due tg the debt holders. The interest
participating and other planholders are also prptected under the demutualiza
te regulatory requirements.

ment’s day-to-day activities thro
escalated and resolved; and

nd the state of compliance in

Nt oversight of the management

sponsible for day-to-day complia

nce Risks in business activities

riate risk culture.

pased on current market retL1

evaluation interest rates, specifig
the best estimate interest rate

lower valuation interest rates sh
will result in an increase in the

by the planholders. Plan termin

and sales trends.

esults in higher PNR and ARL.

|
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ny'’s

ugh

mmittee, the Board and Management

the

and
he Board is also responsible for approving regulatory
ensuring that the same are reviewed and assessed on its
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ng and assessing Compliance Risks,
and

are the second line of defense. The
ty for the Guidelines and the Code of
top and an atmosphere that fosters
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ould
PNR

due to non-payment of installments,
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easures based on the Company's
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this
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se in lapse and surrender rates,
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2018,

and
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. The interest of the shareholders is
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The BOD establishes the written policies, standards and procedures nacessary to
effectively implement|policies|.

The level of capital adequ?c:y risk accepted by the Company should be prudent as
determined by management. (Capital adequacy risk|is mitigated through appropriate Risk
Management policies and processes,

A pre-need company incor#:creted after the effectivity of pre-need code shall have a
minimum paid-up capital jof P100,000,000. The | Company has complied with | the
abovementioned minimum requirement set by the SEC and IC.

Capital structure

The equity account of the Company consists of equity attributable to equity holders of
the parent comprising of shgre capital, additional paid-in capital, contributed surplus,
investment revaluation rese}v es, deficit and accumulated trust fund income,

Maximizing returns on capitfl requires maintenance of an optimal capital structure.|The
Company seeks to maintain the optimal mixture of available financial instruments within

its capital structure.

The overall quality of the capi
the individual types of capital

ta

W

base is a function
ithin the overall cag

ital structure. In general, the qu

of the characteristics and amounts of
ality

of individual capital |items |isx measured by the capital’s permanency, degree of
subordination, ability to absonb [losses and fixed charge obligations,
The Company is committed tg maintaining a sufficiently high quality capital structure to:
a. Maintain the target level|of financial strength;
b. Achieve the target financial ratings; and
¢. Achieve the target cap#al adequacy requirements,
The Cempany's net equity of R544 million and P201 |million as at December 31, 2019 |and
2018, respectively, and He Company's share| capital of P125 million as at
December 31, 2019 and 2018/ are higher than the minimum capital requirement of
P75 million. As disclosed |in |Note 20, the Company obtained SEC approvall on
December 3, 2010 to reduge the Company’s share capital from P700 million to
P125 million. |
Internal capital monitoring is being performed regularly by the Company. The Company’s
senior management reviews and monitors its capital, as well as its adherence to local
regulatory capital requirements| during its quarterly Asia Capital Meeting and presermted
to the Company’s BOD semidannually. The Compgny maintains at least the minimum
capital required by the applicgble local regulators.
The equity ratio in 2019 am}:[ 2018 are as follows:
2019 2018
Equity P544,118,522 P 200,922,341
Total assets 6,315,348,069 6,325,174,592
Equity ratio 0.08:1 0.03:1

Management believes that th

e

above ratios are wit

hin the acceptable range.




34.

SUPPLEMENTARY INFDREII

REGULATION NO. 15-201

ATION REQUIRED

BY THE BIR UNDER REVENUE

The following supplementaﬁy information is presented for purposes of filing with the|BIR
and s not a required|part of {the basic financial statements.
Output VAT
Details of the Company’s output VAT declared in 2/019 is as follows:
! Vatable Zero-rated Total
Revenue P28,713,435 P - P28,713,435
Qutput VAT ‘ 3,445,612 3,445,612
Input VAT
Details of the Company’s input VAT claimed in 2019 are as follows:
Balance, January 1 P
Add: Current year's domestic purchases/payments
for Services|lodged junder cost of serviceg | 3,210,413
3,210,LI13
Less: Claims for Input VAT (3,210,413)
Balance, December 31 P -

Other taxes and licenses

Details of the Company’s at
2019 are as follows:

ne

r taxes and licenses and permit fees paid or accrue

d in

Charged to General and

Administrative Expenses

Lacal business taxes P 929,832
Supervision fee 101,000
Permits and licenses 51,520
Registration and filing fees 48,750
Residence or community|tax 10,500
Others 2,494

P1,144,096

Withholding taxes

Details of the Company’s wit

nholding taxes paid of

accrued during 2019 are as follg

WE!

Expanded withholding taxe

P894,359

Documentary stamp tax

Details of the Company’s pa
are as follows: |

yment of documentary

y| stamp taxes per plan type in 2

01¢%

Pension non-par P202,155
Pension par 5,240
Educational par 9,435
Educational non-par 2,589

P219,|419




35.

APPROVAL OF FINf\NCII
The financial staten‘!1ents
issuance by the Board of D

AL S

o
iy
P=s

> TATEMENTS

he Company have
tors on March 3, 20

been approved and authorized
0.

for
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