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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Pru Life Insurance Corporation of UK. (the “Company™}, is responsible
for the preparation and fair presentation of the financial statements including the schedules
attached therein, for the vears ended Pecember 31, 2018 and 2017, in accordance with the
preseribed financial reporting framework indicated therein, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

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

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

R.G. Manabat & Co., the independent auditors appointed by the Board of Directors, has audited
the financial statements of the Company in accordance with Philippine Standards on Auditing,
and in its report to the Board of Directors and Stockholders, has expressed its opinion on the
fairness of presentation upon completion of such audit.
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COMPANY INFORMATION

Company's email Address

Company's Telephone Numbaer/s

(632) 683-9000

No. of Stockholders

Annual Meeting (Month / Day)

Mobile Number

Fiscal Year (Month / Day)

December 31

CONTACT PERSON INFORMATION

The designated contact person MUST be an Officer of the Corporation

Mame of Contact Person

Emall Address

Telephone Number/s Mobile Mumber

Dante Marasigan

Darle. Marasigan@prulifeuk.com.ph

(632) 683-9203

(63) 917-835-6266

CONTACT PERSON's ADDRESS

9/F Uptown Place Tower 1, 1 East 11" Drive, Uptown Bonifacio, Taguig City 1634
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PRU LIFE INSURANCE CORPORATION OF U.K.

SEPARATE FINANCIAL STATEMENTS
December 31, 2018 and 2017



R.G. Manabat & Co.

The KPMG Center, 9/F

6787 Ayala Avenue, Makati City
Philippines 1226

Telephone +63 (2) 885 7000

Fax +63 (2) 894 1985
internet www.kpmg.com.ph
Email ph-inguiry@kpmg.com.ph

REPORTY OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Pru Life Insurance Corporation of U.K.
8/F Uptown Place Tower 1

1 East 11th Drive, Uptown Bonifacio
Taguig City 1634, Metro Manila
Philippines

Report on the Audit of the Separate Financiai Statements
Opinion

We have audited the separate financial statements of Pru Life Insurance Corporation of
UK. {the Company), which comprise the separate statements of financial position as at
December 31, 2018 and 2017, and the separate statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the years then ended, and
notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying separate financial statements present fairly, in all
material respects, the financial position of the Company as at December 31, 2018 and
2017, and its financial performance and its cash flows for the years then ended in
accordance with Philippine Financial Reporting Standards (PFRS).

Basis for Opinion

We conducted our audif in accordance with Philippine Standards on Auditing (PSAs).

Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Separate Financial Statements section of our report.

We are independent of the Company in accordance with the Code of Ethics for

Professional Accountants in the Philippines (Code of Ethics) together with the ethical
requirements that are relevant to our audit of the separate financial statements in the
Philippines, and we have fulfilled our other ethical responsibilities T aCeoTHEIee Wity 750
these requirements and the Code of Ethics. We believe that the audit evidencewe: have ¢
obtained is sufficient and appropriate to provide a basis for| SGREpIAIGAYERS ASSISTANGE DIViSI0H
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KPMIG

Responsibilities of Management and Those Charged with Governance for the Separate
Financial Statements

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

In preparing the separate financial statements, management is responsible for
assessing the Company's ahility to continue as a going concern, disclosing, as
appticable, matters related {o going concern and using the going concern basis of
accounting unless management either intends to liguidate the Company or fo cease
operations, or has no realistic alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Separate Financial Statements

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

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

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

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

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

= Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the separate financial statements or, if such disclosures are
inadequate, to modify our opinion. Qur conclusions aréBased on the audit evidence™ ™ |
obtained up to the date of our auditors’ report. Howevyer, future events or ﬂéﬂitiorts
may cause the Company to cease o continue as a gging MoheerAPK 11 igﬂ
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« Evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal conirol that we identify during our audit.

Report on the Supplementary Information Required Under Revenue Regulations
No. 15-2010 of the Bureau of internal Revernue

Our audit was conducted for the purpose of forming an opinion on the basic separate
financial statements taken as a whole. The supplementary information in Note 30 to the
basic separate financial statements is presented for purposes of filing with the Bureau of
internal Revenue and is not a required part of the basic separate financial statements.
Such supplementary information is the responsibility of management. The
supplementary information has been subjected to the auditing procedures applied in our
audit of the basic separate financial statements. In our opinion, the suppiementary
information is fairly stated, in all material respects, in relation to the basic separate
financial statements taken as a whole.

R.G. MANABAT & CO.

Partner
CPA License No. 00892183
IC Accreditation No. SP-2017/016-R, Group A, valid until August 26, 2020
SEC Accreditation No. 1472-AR-1, Group A, valid until July 2, 2021
Tax Identification No. 162-411-175
BIR Accreditation No. 08-001987-34-2017
Issued September 4, 2017; valid until September 3, 2020
PTR No. MKT 7333620
Issued January 3, 2019 at Makati City

March 14, 2019
Makati City, Metro Manila
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R.G, Manabat & Co.

The KPMG Center, 9/F

B787 Ayala Avenue, Makati City
Fhilippines 1226

Telephone +63 (2) 885 7000

Fax +G3 (2) B94 1985
Internet www. kpmg.com. ph
Email ph-inguiry@kpmg.com. ph

REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY SEPARATE FINANCIAL STATEMENTS FOR FILING
WITH THE SECURITIES AND EXCHANGE COMMISSION

The Board of Directors and Stockholders
Pru Life Insurance Corporation of UK,
G/F Uptown Place Tower 1

1 East 11th Drive, Uptown Bonifacio
Taguig City 1634, Metro Manila
Philippines

We have audited the accompanying separate financial statements of Pru Life Insurance
Corporation of UK. (the Company)}, as at and for the year ended December 31, 2018,
on which we have rendered our report dated March 14, 2019,

In compliance with Securities Regulation Code Rule 68, As Amended, we are stating

that the said Company has one (1) stockholder aowning one hundred (100} or more
shares.

R.G. MANABAT & CO.

TIRESO RANDY Fi
Partner
CPA License No. 0082183
IC Accreditation No. 8P-2017/016-R, Group A, valid until August 26, 2020
SEC Accreditation No. 1472-AR-1, Group A, valid until July 2, 2021
Tay ldentification No, 162-411-175%
BIR Accreditation No. 08-Q01987-34-2017
tssued September 4, 2017, valid untit September 3, 2020
PTR No, MKT 7333620
ssued January 3, 2019 at Makati City
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Note 9018
ASSETS .
Cash and cash equivalents 7 P1,976,604 P1,971,024
interest receivable 5 124,896 118,801
Investments 8 9,279,727 9737274
Investment in subsidiary 9 341,803 -
Premiums due from policyholders 5 14,881 14,759
Paolicy loans receivables - net 5 10 373,587 384 026
Coverage debt receivables - net 5 12 436,598 318,612
Reinsurance assetls 5 27,353 40,000
Property and equipment - net 13 640,839 552,163
Deferred acquisition costs 5, 14 7,651,595 6,498,363
Other assets - net 15 971,991 829,835
Total General Assets 21,839,871 20,464 857
Assets Held to Cover Linked Liabilities 11 81,905,744 86,080,089
P103,745,615 106,544,946
LIABILITIES AND EQUITY
General Liabilities
Legal policy reserves 5 16 P5,334,105 P5,952 236
Claims payable 5 17 498,438 448 520
Reinsurance payable 5 18 98,220 84,386
Deferred tax liability - net 25 2,109,251 1,682,561
Accounts payable, accrued expenses and
other liabilities 19 3,826,610 3,222 408
Total General Liabilities 11,866,624 11,300,201
Technical Provisions for Linked Liabilities 5 11 81,905,744 86,080,089
Total Liabilities 93,772,368 87,380,290
Equity
Capital stock 28 500,000 500,000
Additional paid-in capital 28 462,000 462,000
Total paid-up capital 862,000 962,000
Contributed surplus 50,388 50,386
Fair value reserve 8 2,771 101
Retirement fund reserve 30,731 27,381
Remeasurement on life insurance reserve {264,516) (939,449)
Retained earnings 16, 28 9,181,875 9,064,237
Total Equity 9,973,247 0,164,656
Total General Liabilities and Equity 21,839,871 20,464 857
P103 745, &'35 106,544,946
»;Nhiw ];s;tx-f;:‘{; ;:; 1“1 ;:}r;(!g!?
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PRU LIFE INSURANCE CORPORATION OF U.K.

SEPARATE STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
(Amounts in Thousands)

Years Ended December 31

Nofe 2018 2017
NET PREMIUMS
Premiums 20 P22,478,288 P19,608,756
Pramiums ceded to reinsurers 18, 20 (445.,144) (385,550)
22,033,144 19,221,206
OTHER REVENUE
Policy administration fees 21 1,693,657 1,661,734
Investment loss - net 22 (788,677) (343,808)
Share in loss of the subsidiary g (18,445) -
Others - net 54,494 75,489
941,029 _ 1,393,395
BENEFITS AND CLAIMS
Costs on premiums of variable insurance 11 6,991,661 5,028,506
Gross benefits and claims 23 7,477,576 8,144,789
Reinsurer's share of gross benefits and claims 23 (30,451) {47,814)
Gross change in legal policy reserves 16, 23 66,802 (115,445)
14,505,588 13,011,036
OPERATING EXPENSES
Commissions, bonuses and other agents’
axpenses 3,781,623 3,127,244
Salaries, allowances and employees’ benefits 1,283,031 1,015,685
Trainings, seminars and contests 660,628 732,233
Utilities 363,818 289,372
Rent 27 352,202 253,045
Advertising and marketing 264,058 105,872
Depreciation and amortization 13 203,413 193 5497
Insurance taxes, licenses and fees 134,369 81,341
Dividends to policyholders 122,666 116,354
Office supplies 111,361 84,423
Communications 110,963 87,946
Representation and entertainment 78,644 53,931
Professional fees 76,608 40,390
Security and janitorial services 65,071 60,913
Taxes and licenses 48,2749 73,540
Interest expense related to policies 42,516 43,129
Amortization of software development costs 15 36,469 36,422
Others 60,421 19,983
Deferred expenses - net 14 (1,163,232) (904 553)
6,642,706 5 510,967
Forward
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Years Ended December 31

Note 2018 2017
INCOME BEFORE INCOME TAX EXPENSE 1,825,879 P2,092,598
INCOME TAX EXPENSE 25 631,771 463,985
NET INCOME 1,294,108 1,628,613
OTHER COMPREHENSIVE INCOME
ftem that may be reclassified to profit or
loss
Net gain on fair value changes of available-for-
sale financial assets 8 2,670 4,360
ftems that will not be reclassified to profit
or loss
Remeasurement on life insurance reserve 16 684,933 121,307
Gain on remeasurement of retirement liability 24 4,786 52,351
income tax effect 25 (1,436) (15,705)
690,953 162,313
TOTAL COMPREHENSIVE INCOME P1,985,061 P1,790,926

See Notes fo the Separate Financial Statemenis.
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PRU LIFE INSURANCE CORPORATION OF U.K.

SEPARATE STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Years Ended December 31

Note 2018 2017
CASH FLOWS FROM OPERATING
ACTIVITIES
income before income tax expense P1,825,879 P2.092.668
Adjustments for:
Unrealized loss on valuation of investments 8, 22 946,334 484,639
Amortization of deferred acquisition costs 14 883,331 757,780
Depreciation and amaortization 13 203,413 193,597
Interest expense related to policies 42,516 43,129
Amortization of software development costs 15 36,469 36,422
Provision for impairment losses 10, 12, 15 32,349 17,662
Reversal of provision for impairment losses 10, 15 {3,961) (3,376)
Loss (gain) on disposal of property and
equipment 459 (1,605)
Foreign exchange loss {gain) (63,153) 3,680
Share in loss of the subsidiary g 18,445 -
Interest income 22 (522,277) (535,876)
Loss (gain) on disposal of investments 8 22 20,858 (1,883)
3,420,662 3,086,677
Changes in:
Accounts payable, accrued expenses and
other liabilities 691,943 197,066
Legal policy reserves 16, 23 66,802 (115,445)
Claims payable 49,918 129,067
Reinsurance payable 13,834 6,833
Reinsurance assets 12,647 (28,651
Policy loans receivables 6,633 69,584
Premiums due from policyholders (122) 14,834
Other assets (136,566) {61,720}
Coverage debt receivables (144,496) {113,831
Deferred acquisition costs {2,036,563) (1,662,333)
1,944,692 1,622,081
Interest paid (41,773) (42,253)
Contributions to refirement fund 24 (85,224} (65,113)
Income tax paid {15,153} (9,445)
Net cash provided by operating activities 1,802,542 1,405,270
Forward
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Years Ended December 31

- Note 2018 2017

CASH FLOWS FROM INVESTING

ACTIVITIES
Acguisitions of investments 8 (P1,945,103) {P1,716,236)
Proceeds from disposal of investments 8 1,491,151 1,413,265
investment in subsidiary 9 (360,248) -
interest received 516,182 545,341
Acquisitions of property and equipment 13 (294,068) (147,341)
Proceeds from disposal of property and

equipment 1,520 10,243
Acquisitions of software costs 15 {40,056) (54,096)
Net cash provided by (used in) investing

activities (630,622) 51,206
CASH FLOW FROM A FINANCING ACTIVITY
Dividends paid 28 (1,176,470) (1,705,883)
NET DECREASE IN CASH AND CASH

EQUIVALENTS {4,550) (249,407)
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR 7 1,871,024 2,220,198
EFFECT OF EXCHANGE RATE CHANGES

IN CASH AND CASH EQUIVALENTS 10,130 233
CASH AND CASH EQUIVALENTS AT

END OF YEAR 7 P1,976,604 P1,971,024

See Notes to the Separate Financial Statements,
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PRU LIFE INSURANCE CORPORATION OF U.K.

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
{(Amounts in Thousands, except as indicated)

1. Reporting Entity

Pru Life Insurance Corporation of UK. (the Company) was incorporated and
registered with the Philippine Securities and Exchange Commission (SEC) on
Japuary 17, 1996, primarily to engage in the business of life insurance. The
Company started commercial operations in September 1996. On September 11,
2002, the Insurance Commission (IC) approved the Company's license to sell
variable unit-linked insurance, a life insurance product which is linked to investment
funds.

The Company is a wholly-owned subsidiary of Prudential Corporation Holdings
Limited (Prudential). The Company’s ultimate parent company is Prudential plec, an
internationally-diversified organization providing life insurance and fund management
services worldwide. Prudential plc was incorporated in United Kingdom and has
primary listing on the London Stock Exchange and secondary listings on Hong Kong,
New York and Singapore stock exchanges.

The Company has a Certificate of Authority No. 2019/69-R issued by the IC to
transact in life insurance business until December 31, 2021.

The Company's registered address is at the 9/F Uptown Place Tower 1, 1 East 11
Drive, Uptown Bonifacio, Taguig City 1634, Metro Manila, Philippines.

2. Basis of Preparation

Statement of Compliance

The separate financial statements have been prepared in compliance with Philippine
Financial Reporting Standards (PFRS). PFRS are based on International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board
(IASB). PFRS which are issued by the Philippine Financial Reporting Standards
Council (FREC), consist of PFRS, Philippine Accounting Standards (PAS), and
Philippine Interpretations.

The Company elected not to prepare a consolidated financial statements since
Prudential plc, the ultimate parent company, prepares consolidated financial
statements that comply with IFRS,

The separate financial statermenis were authorized for issue by the Board of
Directors (BOD) on March 14, 2019.
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Bagis of Measurement

The separate financial statements have been prepared on the historical cost basis,
except for the following items which are measured on an alternative basis on each
reporting date.

items Measurement bases
Financial instruments at fair value
through profit or loss (FVPL) Fair value
Available-for-sale (AFS) financial
assets Fair value
Investment in subsidiary Share in the net assets of the subsidiary

less any impairment losses.
Investments in treasury notes and Fair value
ather funds under "Assets held to
cover linked fiabilities”

Legal policy reserves Present wvalue of future benefits and
expenses less the present value of future
gross premiums arising from the policy
discounted at appropriate risk-free discount

rate.

Retirement liability Fresent value of the defined benefit
obligation (DBQ) less the fair value of the
plan assels (FVPA)

Functional and Presentation Currency
The separate financial statements of the Company are presented in Philippine peso,

which Is the Company's functional currency. All financial information presented in
Philipping peso has been rounded off to the nearest thousands (P'000s), except
when otherwise indicated.

3. Summary of Significant Accounting Policies

The accounting policies sef out below have been applied consistently {o all years
presented in these separate financial statements, except for the changes in
accounting policies as discussed below.

Adoption of Amendments to Standards
The Company has adopted the following amendments to standards starting

January 1, 2018. The adoption of these amendments to standards did not have any
significant impact on the Company’s separate financial statements.

= Applying PFRS 8, Financial Instruments with PFRS 4 Insurance Contracts
(Amendments to PFRS 4). The amendments provide a temporary exemption
from PFRS 9, where an entity is permitted to defer application of PFRS 9 in 2018
and continue to apply PAS 39 Financial instruments: Recognition and
Measurement if it has not applied PFRS 9 before and its aclivities are
predominantly connected with insurance. A qualified entity is permitted to apply
the temporary exemption for annual reporting periods beginning before
January 1, 2022,
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The amendments also provide an overlay approach to presentation when
applying PFRS 9 where an entity is permitted to reclassify between profit or loss
and other comprehensive income the difference between the amounts
recognized in profit or loss under PFRS ¢ and those that would have been
reported under PAS 39 for designated financial assets. A financial asset is
eligible for designation if it is not held for an activity that is unconnected with
contracts in the scope of PFRS 4, and if it is measured at fair value through profit
or loss under PFRS 9, but would not have been under PAS 38. An entity is
generally permitted to start applying the overlay approach only when it first
applies PFRS g, including after previously applying the femporary exemption.

As permitted by the standard, the Company availed of the temporary exemption
and deferred application of PFRS 8.

= PFRS 15 Revenue from Conlracts with Customers replaces PAS 11
Construction Contracts, PAS 18 Revenue, International Financial Reporting
Interpretations Commiltee (IFRIC) 13 Customer Loyally Programmes, IFRIC 18
Transfer of Assets from Customers and SIC-31 Revenue - Barfer Transaclions
Involving Advertising Services. The new standard introduces a new revenue
recognition model for contracts with customers which specifies that revenue
should be recognized when (or as) a company transfers control of goods or
services fo a customer at the amount to which the company expects to be
enfitled. Depending on whether certain criteria are met, revenue is recognized
over time, in a manner that best reflects the company's performance, or at a
point in time, when control of the goods or services is transferred to the
customer, The standard does not apply to insurance contracts, financial
instruments or lease contracts, which fall in the scope of other PFRS. It also
does not apply if two companies in the same line of business exchange non-
monetary assets {o facilitate sales {o other parties. Furthermore, if a contract with
a customer ig partly in the scope of another PFRS, then the guidance on
separation and measurement contained in the other PFRS takes precedence.

Insurance Contracts

Product Classification

Insurance contracts are those contracts under which the Company (the insurer) has
accepted significant insurance risk from another party (the policyholiders) by agreeing
to compensate the policyholders if a specified uncertain fulure event (the insured
event) adversely affects the policyholder. As a general guideline, the Company
determines whether it has significant insurance risk, by comparing benefits paid with
benefits payable if the insured event did not occur. Insurance contracts can also
transfer financial risks.

Investment confracts are those contracts that transfer significant financial risk but
can also transfer insignificant insurance risk, Financial risk is the risk of a possible
future change in one or more of a specified interest rate, financial instrument price,
commodity price, foreign exchange rate, index of price or rates, a credit rating or
credit index or other variable, provided in the case of a nonfinancial variable that the
variable is not specific fo a party to the contract.

Once a confract has been classified as an insurance contract, it remains an
insurance contract for the remainder of its lifetime, even if the insurance risk reduces
significantly during the period, unless all rights and obiligations are extinguished or
expired. Investment confracts can, however, be reclassified as insurance contracts
after inception if the insurance risk becomes significant.



Insurance and investment contracts are further classified as being with and without
Discretionary Participation Feature (DPF). DPF is a contractual right to receive, as a
supplement to guaranteed benefits, additional benefits that are:

= |ikely to be a significant portion of the total contractual benefits;
v the amount or timing of which is contractually at the discretion of the issuer; and
¢« coniractually based on the following:

« performance of a specified pool of contracts or a specified type of contract;

+ raalized or an unrealized investment returns on a specified pool of assets
held by the issuer; or

« the profit or loss of the Company, fund or other entity that issues the contract.

The additional benefits include policy dividends that are declared annually, the
amounts of which are computed using actuarial methods and assumptions, and are
included under "Dividends to policyholders” account in profit or loss with the
corresponding liability recognized under dividends payable o policyholders account
which is included in “Accounis payable, accrued expenses and other liabilities”
account in the separate statement of financial position.

Conventional Long-term Insurance Conlracls

These contracts ensure events associated with human life (for exampie, death or
survival) over a long duration. Premiums are recognized as revenue when they
become payable by the policyholder. Benefits are recognized as an expense when
they are incurred or when the policies reach maturity.

A liability for contractual benefits that is expected to be incurred in the future is
recoghized under “Legal policy reserves” for policies that are in-force as of each
reporting date. Using gross premium valuation (GPV), the liability is determined as
the sum of the present value of future benefits and expenses less the present value
of future gross premiums arising from the policy discounted at appropriate risk-free
discount rate. For this purpose, the expected future cash flows were determined
using the best estimate assumptions with appropriate margin for adverse deviation
from the expected experience. The liability is based on assumptions as fo mortality,
morbidity, lapse or persistency, non-guarantee benefits, expenses, reserve method,
and interest rate approved by the I1C.

Unit-linked Insurance Contracts

A unit-finked insurance contract is an insurance contract linking payments to units of
an internal investment fund set up by the Company with the consideration received
from the policyholders. The investment funds supporting the linked policies are
maintained in segregated accounts in conformity with Philippine laws and
regulations. The liability for such contracts is adjusted for all changes in the fair value
of the underlying assets.

Revenue from unit-linked insurance contracts consists of premiums received and
policy administration fees.

Management assessed that the insurance contracts have no derivative components.

As allowed by PFRS 4, the Company chose not to unbundle the investment portion
of its unit-linked products.



Legal Policy Reserves

Legal policy reserves are determined by the Company's acluary in accordance with
the requirements of the amended Insurance Code of the Philippines (Insurance
Code) and represent the amounts which, together with fuiure premiums and
investment income, are required to discharge the obligations of the insurance
contracts and to pay expenses related to the administration of those contracts.
These reserves are determined using generally accepied actuarial practices and
have been approved by the IC at the product approval stage.

Any movement in legal policy reserves of traditional fife insurance policies arising
from current period assumptions or changes in assumptions other than discount rate
during the year are recognized under “Gross change in legal policy reserves” in profit
or loss, While, net movement arising from changes in discount rate during the year
are recognized directly in other comprehensive income as “Remeasurement on life
insurance reserve’”,

Liabifity Adequacy Tests

At each reporting date, liability adequacy tests are performed to ensure the
adequacy of the contract liabilities net of reinsurance assets. In performing these
tests, current best estimates of future condractual cash flows and claims handling and
administration expenses, as well as investment income from assets backing such
liabilittes are used. Any deficiency is immediately recognized under "Gross change in
legal policy reserves” in profit or loss.

Reinsurance Contracts Held

Confracts entered into by the Company with reinsurers under which the Company is
compensated for logses on one or more confracts issued by the Company and that
meet the classification requirements for insurance contracts above are classified as
reinsurance contracts held. Contracts that do not meet those classification
requirements are classified as financial assets.

The benefits to which the Company is entitled fo under its reinsurance confracts held
are recognized as reinsurance assels, These inciude short-term balances due from
reinsurers. Amourds recoverable from or due to reinsurers are measured consistently
with the amounts associated with the reinsured insurance contracts and in
accordance with the terms of each reinsurance contract. Reinsurance liabilifies are
primarily premiums payable for reinsurance contracts and are recognized as
expense when due.

If there is objective evidence that reinsurance assets are impaired, the Company
reduces the carrying amount of the reinsurance receivable and recognizes the
impairment loss in profit or loss.

Receivables and Payables Related to insurance Conlracts

Receivables and payables are recognized when due. These include amounts due to
and from policyholders and amounts due to agents and brokers. If there is objective
evidence that the insurance receivable is impaired, the Company reduces the
carrying amount of the insurance receivable and recognizes the impairment loss in
profit or loss.



Investment in Subsidiary

A subsidiary is an entity controlled by the parent company. The parent company
controls an entity when it is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its
power over the entity. The financial statements of the subsidiary is included in the
consolidated financial statements from the date on which the control commences
except if the following conditions are met:

» jtis a wholly-owned subsidiary or is a partiaily-owned subsidiary of another entity
and all its other owners, including those not otherwise entitled to vole, have been
informed about, and do not ebiect to, the parent not presenting consclidated
financial statements;

* jts debt or equity instruments are not traded in a public market (a domestic or
foreign stock exchange or an overthe-counter market, including local and
regional markets); it did not file, nor is it in the process of filing, its financial
statements with a securities commission or other regulatory organization for the
purpose of issuing any class of instruments in a public market; and

= jts ultimate or any infermediate parent produces financial statements that are
available for public use and comply with IFRS 10, Consolidated Financial
Statements, in which subsidiaries are consolidated or are measured at fair value
through profit or loss in accordance with this IFRS 10,

The Company met the aforementioned criteria, thus, did not present a consolidated
financial statements.

The Company’s investment in a subsidiary is accounted for using the equity method,
under which, the investment is initially recognized at cost in the separate statement
of financial position. The carrying amount of investment is increased or decreased to
recognize the Company's share of the profit or loss of the subsidiary after the date of
acquisition. The Company's share of the subsidiary's profit or loss is recognized
under “Share in the profit or loss of the subsidiary” account in the profit or loss.
Distributions received from the subsidiary reduce the carrying amount of the
investment. Adjustments to the carrying amount of the investment in subsidiary may
also arise from changes in the Company's proportionate interest in the subsidiary
arising from changes in the subsidiary's other comprehensive income.

For an investment in a subsidiary accounted for using the equity method, goodwill
that forms part of the carrying amourt of the investment in the subsidiary is not
tested for impairment separately. Instead, the entire carrying amount of the
investment in the subsidiary is tested for impairment as a single asset in accordance
with PAS 36 Impairment of Assels.

The investment is derecognized when the Company losses control over the
subsidiary,

Financial Instrisments

Dernivative Financial Assefs

Derivative financial instruments are initially recognized at fair value on the date when
the derivative contract is entered into and are subsequently remeasured at fair value.
A derivative is reported as an asset when fair value is positive and as a liability when
fair value is negative.

The Company's derivafive financial asset consists of nondeliverable forward
contfracts under "Asseis Held to Cover Linked Liabilities” account.



Non-derivative Financial Assets

Date of Recognition. Financial instruments are recognized in the separate statement
of financial position when the Company becomes a party to the contractual
provisions of the instrument. Purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the
marketplace are recognized on the trade date, i.e., the date that the Company
commits to purchase the asset.

Initial Recognition. Financial instruments are recognized initially at fair value of the
consideration given (in case of an asset) or received (in case of a fiability). Except for
financial instruments at FVPL, the initial measurement of financial instruments
includes transaction costs. The Company classifies its financial assets info the
following categories: financial assets at FVPL, AFS financial assets, held-to-maturity
(HTM) investments, and loans and receivables. The Company classifies its financial
lfabilities either as financial liabilities at FVIPL or other financial liabilities.

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

As at December 31, 2018 and 2017, the Company has no financial assets classified
as HTM investments.

Fair Vaiue Measurement

A number of the Company's accounting policies and disclosures require the
measurement of fair value for both financial and nonfinancial assets and liabilities.
Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction in the principal (or most advantageous) market at the
measurement date under current market conditions (i.e. an exit price), regardless of
whether that price is directly observable or estimated using another valuation
technique. Where applicable, the Company uses valuation -techniques that are
appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximizing the use of relevant observable inputs and minimizing
the use of unobservable inpuls.

When measuring the fair value of an asset or a liability, the Company uses market
observable data as far as possible. Fair value are categorized in different levels in a
fair value hierarchy based on the inputs used in the valuation technique (see Note 6).

Financial Instruments at FVPL. This category consists of financial instruments that
are held-for-trading or designated by management on initial recognition. Financial
instruments at FVPL are recorded in the separate statement of financial position at
fair value, with changes in fair value recorded in profit or loss,

These are.anowed to be designated by management on initial recognition in this
category when any of the following criteria are met:

=  The designation eliminates or significantly reduces the inconsistent treatment
that would otherwise arise from measuring the assets or recognizing gains or
losses on them on a different basis; or

« These are part of a group of financial assets, financial liabilities or both which are
managed and their performance evaluated on a fair value basis, in accordance
with a documented risk management or investment strategy; or



= The financial instrument contains an embedded derivative, uniess the embedded
derivative does not significantly modify the cash flows or, it is clear, with litfle or
no analysis, that it would not be bifurcated.

Held-for-trading securities are not reclassified subsequent to their initial recognition,
urtless they are no longer held for the purpose of being sold or repurchased in the
near term and the following conditions are met:

» if the financial asset would have met the definition of loans and receivables (if the
financial asset had not been required to be classified as held-for-trading at initial
recognition), then it may be reclassified if the Company has the intention and the
ability to hold the financial asset in the foreseeable future or until maturity; and

» the financial asset may be reclassifled out of the held-for-trading securities
category only under "rare circumstances”.

As at December 31, 2018 and 2017, the Company does not have any financial asset
designated by management as financial instruments at FVPL. However, the
Company's held-for-trading investments portfolic under "Investments” in the
statements of financial position amounted to F9.27 billion and P9.73 billion as at
December 31, 2018 and 2017, respectively (see Note 8). Also, the Company's
held-for-trading investments portfolio under "Assets held to cover linked liabilities”
amounted to P115.22 billion and P122.27 billion as at December 31, 2018 and 2017
(see Note 11).

As at December 31, 2018 and 2017, the Company's held-for-trading securities
include government, guasi-government, corporate debt, equity securities and
derivative financial instruments.

The Company’'s technical provisions for linked liabilittes classified as financial
liabilities at FVPL amounted to £81.91 billion and P86.08 billion as at December 31,
2018 and 2017, respectively (see Note 11).

Loans and Receivables. Loans and receivables are non-derivative financial assets
with fixed or determinable payments and fixed maturities that are not quoted in an
active market. These are not entered into with the intention of immediate or short-
term resale and are not held for trading.

After initial measurement, the loans and receivables are subsequently measured at
amortized cost using the effective interest method, less any impairment loss.
Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees that are an integral part of the effective interest rate.
The amortization, if any, is included as part of "Others - net” in profit or loss.

As at December 31, 2018 and 2017, the Company's cash and cash equivalents,
premiums due from policyholders, policy loans receivables, coverage debt
receivables, interest receivable, reinsurance assets, and other assets such as
receivable from unit linked fund, advances o employees and agents, and due from
affiliates are classified under this category. Cash and cash equivalents, interest
receivable, receivable from life fund, and other assets such as trade receivables
under "Assets held to cover linked liabilities” are also classified under this category.

Cash includes cash on hand and in banks. Cash equivalents are short-term,
highly liquid investments that are readily convertible to known amounts of cash with
original maturities of three months (3} or less and are subject to an insignificant risk
of change in value,



AFS Financial Assels. AFS financial asseis are financial assels which are
designated as such, or do not qualify to be classified or have not been classified
under any other financial asset category. They are purchased and held indefinitely
and may be sold in response {o liquidity requirements or changes in market
conditions.

After initial measurement, AFS financial assets are subsequently measured at fair
value, Changes in fair value, other than impairment loss and foreign currency
differences on AFS equity securities, are recognized in other comprehensive income
and presented as “Fair value reserve”. The losses arising from the impairment of
such securities are recognized in profit or logs. When the security is disposed of, the
cumulative gain or loss previously recognized in other comprehensive income is
transferred to profit or loss. The effective yield component of AFS debt securities is
reported in profit or loss.

When the fair vaiue of AFS financial assets cannot be measured reliably because of
lack of reliable estimates of unobserved inputs such as in the case of unquoted
equity instruments, these financial assets are allowed to be carried at cost less
impairment, if any.

As at December 31, 20118 and 2017, the Company’s AFS financial assets amounted
to P14.36 million and P11.69 million, respectively, and primarily composed of equity
securities (see Nots B).

Other Financial Liabilities. 1ssued financial instruments or their component, which are
not classified as at FVPL are classified as other financial liabilities where the
substance of the contractual arrangement results in the Company having an
obligation either to defiver cash or another financial asset to the holder or lender,
or to satisfy the obligation other than by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the Company’'s own equity instruments.

After initial measurement, other financial liabilities are subsequently measured at
amortized cost using the effective interest method. Amortized cost is calculated by
taking into account any discount or premium on the issue and fees that are an
integral part of the effective interast rate. The amortization is included as part of
“Interest expense related to policies” in profit or loss.

This category includes the Company's claims payable, reinsurance payable, and
accounts payable, accrued expenses and other liabilities such as dividends payable
to policyholders, accrued expenses, due to unit-linked funds, due to related parties,
agents commission payable, provident fund payable and other liabilities
(excluding liabilities to government agencies). This category also includes liability to
other funds, accrued expense, and frade payable (excluding liabilities to government
agencies) under assets held to cover linked liabilities.



impairment of Financial Assels
The Company assesses at each reporting date whether a financial asset or a group
of financial assets is impaired.

A financial asset or a group of financial assetfs is deemed to be impaired if, and only
if, there is objective evidence of impairment as a result of one or more events that
have occurred after the initial recognition of the asset (an incurred loss event) and
that loss event (or events) has an impact on the estimated future cash flows of the
financial asset or the group of financial assels that can be reliably estimated.
Evidence of impairment may include indications that the borrower or a group of
borrowers is experiencing significant financial difficuity, default or delinguency in
interest or principal payments, the probability that they will enter bankruptey or other
financial reorganization and where observable data indicate that there is measurable
decrease in the estimated future cash flows, such as changes in economic
conditions that correfate with defaults.

Loans and Receivables. The Company first assesses whether objective evidence of
impairment exists individually for financial assets that are individually significant,
or collectively for financial assets that are not individually significant. If the Company
determines that no objective evidence of impairment exists for individually assessed
accounts, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses for
impairment. Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not included in the collective
assessment for impairment, For the purpose of a collective evaluation of impairment,
loans and receivables are grouped on the basis of credit risk characteristics such as
type of borrower, collateral type, credit and payment status and term.

If there is objective evidence that an impairment loss has been incurred, the amount
of the loss is measured as the excess of loan's carrying amount over its net
realizable value, based on the present value of the estimated future cash flows from
the asset. The present value of the estimated future cash flows is discounted at the
loan's original effective interest rate. Time value is generally not considered when the
effect of discounting is not material.

The carrying amount of an impaired loan is reduced to its net realizable value
through the use of an allowance account and the accrual of interest is discontinued.
if, in a subsequent period, the amount of the allowance for impairment loss
decreases because of an event occurring after the impairment loss was recognized,
the previously recognized impairment loss is reversed to profit or loss to the extent
that the resulting carrying amount of the asset does not exceed its amortized cost
had no impairment toss been recognized.

AFS Financial Assets Carried at Fair Value. In case of equity securities classified as
AFS financial assets, impairment indicators would include a significant or prolonged
decline in the fair value of the investments below cost. Where there is objective
evidence of impairment, the cumulative loss in equity, measured as the difference
between the acquisition cost and the current fair value, less any impairment loss
previously recognized, is recorded in profit or loss. Subsequent increase in the fair
value of an impaired AFS equity security is recognized in other comprehensive
income.
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Offsetting of Financial Instruments

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

Income and expenses are presented on a net basis only when permitied under
PFRS, such as in the case of any realized gains or losses arising from the
Company's trading activities.

Derecognition of Financial Assets and Liabilities
Financial Assels. A financial asset (or, where applicable a part of a financial asset or
part of a group of similar financial assets) is derecognized when:

v the right to receive cash flows from the asset has expired;

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

= the Company has transferred its right to receive cash flows from the asset and
either has: (a) transferred substantially all the risks and rewards of the asset,
or {b) has neither transferred nor retained substantialy all the risks and rewards
of the asset, but has transferred control of the asset.

Where the Company has transferred its right to receive cash flows from an asset and
has neither transferred nor retained substantially all the risks and rewards of the
asset nor transferred control of the asset, the asset is recognized to the extent of the
Company's continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that
{he Company could be required to pay.

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

Prepayments
Prepayments represent expenses not yet incurred but already paid in cash.

Prepayments are inifially recorded as assets and measured at the amount of cash
paid. Subsequently, these are charged fo profit or loss as they are consumed in
operations or expire with the passage of time.

Property and Eauipment
Property and equipment are measured at cost less accumulated depreciation,

amortization and impairment losses, if any.
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Initially, an itern of property and equipment is measured at its cost, which comprises
its purchase price and any directly attributable costs of bringing the asset to the
location and condition for its intended use. Subseguent costs that can be measured
reliably are added to the carryving amount of the asset when it is probable that future
economic benefits associated with the asset will flow to the Company. The cost of
day-to-day setvicing of an asset is recognized as an expense when incurred.

ftems of properly and equipment are depreciated on a straight-line basis over the
estimated useful lives of each component. Leasehold improvements are amortized
over the shorter of the lease ferm and their useful lives unless it is reasonably certain
that the Company will obtain ownership by the end of the lease term.

Estimated useful lives are as follows:

Number of Years
Computer equipment 3-5
Furniture, fixtures and equipment 5
Transportation equipment 5
Condominium unit 25
Leasehold improvements 3 - 5 or term of lease,

whichever is shorter

The residual value, useful lives, and depreciation and amortization methods for items
of properlty and equipment are reviewed, and adjusted if appropriate, at each
reporting date.

When an asset is disposed of, or is permanently withdrawn from use and no future
economic benefits are expected from its disposal, the cost and the related
~accumulated depreciation, amortization and impairment losses, if any, are removed
from the accounts and any resulting gain or loss arising from the retirement or
disposal is recognized in profit or loss.

Office improvement in progress relates {o the progress billings of unfinished projects.
Such projects include renovations, various installations and system upgrades.
When a certain project is finished, the account is credited and capitalized to the
appropriate asset account.

No depreciation is recognized for office improvement in progress account because it
is not yet available for use by the Company.

Software Development Costs

Costs directly associated with the development of identifiable computer software that
is not an integral part of the hardware that generate expected future benefits to the
Company are recognized as intangible assef. All other costs of developing and
maintaining computer software are recognized as expense when incurred,
Software development costs is recognized under “Other assets” (see Note 15).

Amortization is recognized in profit or loss on a straight-line basis over the estimated
useful lives of intangible assets. Software development costs are amortized from the
date they are available for use, not to exceed five (5) years.
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Impairment of Nonfinancial Assels

At each reporting date, the Company assesses whether there is any indication that
its nonfinancial assets may be impaired. When an indicator of impairment exists, the
Company estimates the recoverable amount of the impaired assets. The recoverable
amount is the higher of the fair value less costs of disposal and value in use. Value in
use is the present value of future cash flows expected to be derived from an asset
while fair value less costs of disposal is the amount obtainable from the sale of an
asset in an arm's length transaction between knowledgeable and willing parties less
cost of disposal. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessment of the time value of money and the risks specific to the asset.

Where the carrying amount of an assel exceeds its recoverable amount,
the impaired asset is written down to its recoverable amount,

An impairment loss is recognized in profit or loss in the period in which it arises.

An assessment is made af each reporting date as to whether there is any indication
that previously recognized impairment losses may no longer exist or may have
decreased, If such indication exists, the recoverable amount is estimated. A
previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the asset's recoverable amount since the last
impairment loss was recognized. If that is the case, the carrying amount of the asset
is increased 1o its recoverable amount. The reversal can be made only to the extent
that the resulting carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation and amortization, had no impairment loss
been recognized. Such reversal is recognized in profit or loss. After such a reversal,
the depreciation and amortization is adjusted in future years to allocate the asset’s
revised carrying amount, less any residual value, on a systematic basis over its
remaining life,

Deferred Acquisition Costs

Direct and indirect costs incurred to sell, underwrite and initiate new unit-linked
insurance contracls are deferred to the extent that these costs are recoverable out of
profit margins of future premiums from these new insurance contracts.

Subsequent to initial recognition, deferred acquisition costs are amotlized on a
straight-line basis over the period over which significant amount of profit margins
from future premiums are expected to be recoverable. Changes in the pattern of
future economic benefits for the deferred acoguisition costs are accounted for by
changing the amortization period and are treated as change in accounting estimate.

An impairment review is performed at each reporting date or mare frequently when
an indication of impairment arises. When the recoverable amount is less than the
carrying value, an impairment loss is recognized in profit or loss. Deferred acquisition
costs are also considered in the liability adequacy test for each reporting period.
Deferred acguisition costs are derecognized when the related confracis are either
pre-terminated or have matured before the end of amortization period.

Eguity

Capital Stock

Capital stock is composed of common shares, determined using the nominal value of
shares thal have been issued. incremental costs directly attributable to the issuance

of common shares are recognized as a deduction from equity, net of any tax effects.
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Additional Paid-in Capital (APIC)
APIC pertains to the amount that the Company received in excess of the par value of
capital stock.

Contributed Surplus
Contributed surplus represents additional contribution of shareholders as provided
under the Insurance Code.

Fair Value Reserve
Fair value reserve pertains to the cumulative amount of gains and losses due to the
revaluation of AFS financial assets.

Retirement Fund Reserve

This pertains to the cumulative amount of remeasurement of the retirement liability
arising from actuarial gains and losses due to experience and demographic
agsumptions as well as gains and losses in the plan assets.

Remeasurement on Life Insurance Reserve
This represents the increase or decrease of the reserves brought by changes in
discount rates.

Refained Eamings

Retained earnings are classified as unappropriated and appropriated,
Unappropriated retained earnings represents profit attributable to the equity holders
of the Company and reduced by dividends. it may also include effect of changes in
accounting policy as may be required by the transitional provision of the standard.

Appropriated retained earnings pertains to the aggregate amount of negative
reserves on a per policy basis as a result of GPV prescribed by the IC.

Revenue Recognition

Premiums

Premiums arising from insurance conifracts are recognized as income on the
effective date of the insurance policies for the first year premiums. For the
succeeding premiums, gross earned recurring premiums on life insurance contracts
are recognized as revenue when these become due from the policyholders.

The investment component received from the unit-linked insurance confracts is
shown as part of premiums.

Premiums ceded to reinsurers on traditional and variable contracts are recognized as
an expense when the policy becomes effective. This is presented net of experience
refund received from reinsurers.

Policy Administration Fees

Policy administration fees are recognized as revenue in profit or loss when these
become due from the policyholder. Receivable portion of policy administration fees
form part of receivable from unit linked fund under "Cther assets - net” account in the
separate statement of financial position.

Investment Income or Loss

investment income or loss consists of fair value changes of financial assets at FVPL,
interest income from all interest-bearing investments and gain or loss on disposal of
investments. Investment income which is net of investment management fees, is
presented net of final tax.
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Interest income for all interest-bearing financial instruments, including financial
asseis measured at FVPL, is recognized in profit or loss using the effective interest
method,

Determining whether the Company is Acting as Frincipal or an Agent
The Company assesses ifs revenue arrangements against the following criteria to
determine whether it is acting as a principal or an agent:

»  whether the Company has primary responsibility for providing the services;
= whether the Company has discretion in establishing prices; and
= whether the Company bears the credit risk.

If the Company has determined it is acting as a principal, the Company recognizes
revenue on gross basis with the amount remitted to the other party being accounted
as part of cost and expenses. if the Company has determined it is acting as an
agent, only the net amount retained is recognized as revenue.

The Company has determined that it is acting as principal in its revenue
arrangements.

Benefits, Claims and Expenses Recognition

Cost on Premiums of Variable Insurance

Cost on premiums of variable insurance represents the investment component of the
unit-linked insurance confracts portion, net of withdrawals. Cost on premiums of
variable insurance are recognized consequently as premiums are earned which is on
the effective date of the insurance policy for first year premiums and when premiums
become due for succeeding premiums.,

Benefits and Claims

Claims consist of benefits and claims paid fo policyholders, which include, among
others, excess gross benefit claims for unit-linked insurance contract, and movement
of incurred but not reported (IBNR) claims and movement of legal policy reserves.
Death claims, surrenders and withdrawals are recorded on the basis of notifications
received. Maturities are recorded when due. Provision for IBNR is made for the cost
of claims incurred as of each reporting date but not reported until after the reporting
date based on the Company’s experience and historical data. Differences between
the provision for outstanding claims atf the reporting date and subsequent revisions
and settlements are included in profit or loss of subsequent years. Reinsurer's share
of gross benefits and claims are accounted for in the same period as the underlying
claim.

Operating Expenses

Expenses are recognized when decrease in future economic benefits related to a
decrease in an asset or an increase of a liability has arisen that can be measured
reliably. Expenses are recognized when incurred.

Emplovee Benefits
Retirement Benefits

The Company maintains a defined confribution (DC) plan with minimum defined
benefit (DB) guarantee that covers alt regular full time employees. Under its
retirement plan, the Company pays fixed contributions based on the employees'
monthly salaries, however, the retirement plan also provides for its qualified
employees a DB minimum guarantee which is equivalent to a certain percentage of
the monthly salary payable to an employee with the required credited years of
service based on the provisions of the Company’s retirement plan,
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Accordingly, the Company accounts for its retirement obligation under the higher of
the DB obligation relating to the minimum guarantee and the obligation arising from
the DC Plan.

For the DB minimum guarantee plan, the liability is determined based on the present
value of the excess of the projected DB obligation over the projected DC obligation at
the end of the reporting period. The DB obligation is calculated annually by a
qualified independent actuary using the projected unit credit method. The Company
determines the net interest expense or income on the net DB liability or asset during
the period as a result of contributions and benefit payments. Net interest expense
and other expenses related to the DB plan are recognized in profit or loss.

The DC liability, on the other hand, is measured at the fair value of the DC assets
upon which the DC benefits depend, with an adjustment for any margin on asset
returns where this is reflected in the DC benefits.

Remeasurements of the net DB fiability, which comprise actuarial gains and losses,
the return on plan assets (excluding interest) and the effect of the asset ceiling
(if any, excluding interest), are recognized immediately in other comprehensive
income.

When the benefits of a plan are changed or when a plan is curtailed, the resulting
change in benefit that relates to past service or the gain or loss on curtailment is
recognized immediately in profit or loss. The Company recognizes gains or losses
on the settiement of a DB plan when the settlement occurs.

Short-term Employee Benefits

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

| eases

lLeases in which a significant portion of the risks and rewards of ownership is
retained by the lessor are classified as operating leases. Payments made under
operating leases are recognized in profit or loss on a straight-line basis over the term
of the jease.

Taxes

Current tax and deferred income tax are recognized in profit or loss except to the
extent that it relates to a business combination, or items recognized directly in equity
or in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at each reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is provided using the liability method. Deferred tax assets and liabilities
are recognized fo the future tax consequences attributable to temporary differences
between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes, and the carryforward tax
benefits of the net operating loss carryover (NOLCO) and excess of the minimum
corporate income tax (MCIT) over the regular corporate income tax. The amount of
deferred tax provided is based on the expected manner of realization or settlement of
the carrying amount of assets and liabilities, using tax rates that have been enacted
or substantively enacted at each reporting date.
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A deferred tax asset is recognized only to the extent that it is probable that future
taxable profits will be available against which the asset can be ulilized. Deferred tax
assels are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

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

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

Foreign Currency Transactions

Transactions in foreign currencies are initially recorded using the exchange rate at
the date of the transactions. Monetary assets and liabilities denominated in foreign
currencies are translated using the closing exchange rates prevailing at reporting
date.

Exchange gains or losses arising from foreign exchange transactions are credited to
or charged against operations for the year. For income tax reporting purposes,
foreign exchange gains or losses are freated as taxable income or deductible
expenses, in the period such are realized.

Provisions

A provision is recognized if, as a result of a past event, the Company has a present
legal or constructive obligation that can be estimated reliably, and it is probable that
an outflow of economic benefits will be required io setlle the obligation.
Provisions are determined by discounting the expected future cash flows at pre-tax
rate that reflects current market assessments of the time value of money and the
risks specific to the liability. The unwinding of the discount is recognized as finance
cost.

Contingencies
Contingent liabilities are not recognized in the separate financial statements. These

are disclosed uniess the possibility of an outfiow of resources embodying economic
benefits is remote. Contingent assets are not recognized in the separate financial
statements but are disclosed in the notes to separate financial statements when an
inflow of economic benefils is probable.

Evenis After the Reporting Dale

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

New or Revised Standards, Amendments to Standards and Interpretations Not Yet
Adopted

A number of new standards and amendments to standards are effective for annual

periods beginning after January 1, 2019. However, the Company has not applied the

following new or revised and amended standards in preparing these separate

financial statements, Except for PFRS 16, Leases, the Company is currently

assessing the potential impact of these on its separate financial staterments.
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The Company will adopt the new or revised standards and amendments to standards
in the respective effective dates:

To be Adopted January 1, 2019

PFRS 16 supersedes PAS 17 Leases and the related Philippine Interpretations.
The new standard introduces a single lease accounting model for lessees under
which ali major leases are recognized on-balance sheet, removing the lease
classification test. Lease accounting for lessors essentially remains unchanged
except for a number of details including the application of the new lease
definition, new sale-and-leaseback guidance, new sub-lease guidance and new
disclosure requirements. Practical expedients and targeted reliefs were
introduced including an optional lessee exemption for short-term leases (leases
with a term of 12 months or less) and low-value items, as well as the permission
of portfolio-level accounting instead of applying the requirements to individual
leases. New estimates and judgmental thresholds that affect the identification,
classification and measurement of lease transactions, as well as requirements to
reassess cerfain key estimates and judgments at each reporting date were
introduced.

Company as a lessee

The Company will recognize new assets and labilities for its leased property.
The nature of expenses related to those leases wiil now change because the
Company will recognize a depreciation charge for the right-of-use asset and
interest expense on lease liabilities.

Previously, the Company recognized operating lease expense on a straight-line
basis over the term of the lease, and recognize assets and liabilities only to the
extent that there was a timing difference between actual lease payments and the
expense recognized.

Based on the information currently available, the Company estimates that it will
recognize lease assets and related liabilities of P8637.63 million at
January 1, 2019.

Philippine Interpretation IFRIC-23 Uncertainty over Income Tax Treatments
clarifies how to apply the recognition and measurement reguirements in PAS 12
Income Taxes when there is uncertainty over income tax treatments. Under the
interpretation, whether the amounts recorded in the financial statements will
differ fo that in the tax return, and whether the uncertainty is disclosed or
reflected in the measurement, depends on whether it is probable that the tax
authority will accept the Company’s chosen tax treatment. If it is not probable
that the tax authority will accept the Company's chosen tax treatment, the
uncertainty is reflected using the measure that provides the better prediction of
the resolution of the uncertainty - either the most likely amount or the expected
value. The interpretation also requires the reassessment of judgements and
estirnates applied if facts and circumstances change - e.g., as a result of
examination or action by tax authorities, following changes in tax rules or when a
tax authority’s right to challenge a treatment expires.
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Flan Amendment, Curtailment or Seftlement (Amendments fo PAS 18 Employee
Benefifs). The amendments clarify that on amendment, curtailment or seftlement
of a defined benefit plan, an entity now uses updated actuarial assumptions to
determing its current service cost and net interest for the period. The effect of the
asset ceiling is disregarded when calculating the gain or loss on any settlement
of the plan and is dealt with separately in other comprehensive income.

The amendments apply for plan amendments, curtaiiments or settlements that
occur on or after the beginning of the first annual reporting period that begins on
or after January 1, 2019. Earlier application is permitied.

Annual Improvements to PFRS 2015 - 2017 Cycle. This cycle of improvements
contains amendments to:
s Income tax consequences of payments on financial instruments classified as
equity (Amendments to PAS 12}, The amendments clarify that all income tax
-consequences of dividends, including payments on financial instruments
classified as equity, are recognized consistently with the transactions that
generated the distributable profits, i.e. in profit or loss, other comprehensive
income or equity.

The amendments are effective for annual periods beginning on or after
January 1, 2019. Earlier application is permitted. When an entity first applies
those amendments, it shall apply them to the income tax consequences of
dividends recognized on or after the beginning of the earliest comparative
period.

To be Adopted January 1, 2020

Amendments {o References fo Conceptual Framework in PFRS seis out

amendments to PFRS, their accompanying documents and PFRS practice

statements fo reflect the issuance of the revised Conceptual Framework for

Financial Reporting in 2018 (2018 Conceptual Framework). The 2018

Conceptual Framework includes:

s anew chapter on measurement;

e guidance on reporting financial performance;

« improved definitions of an asset and a liability, and guidance supporting
these definitions; and

« clarifications in important areas, such as the roles of stewardship, prudence
and measurement uncertainty in financial reporting.

Some PFRS, their accompanying documents and PFRS practice statements
contain references to, or quotations from, the International Accounting Standards
Committee's Framework for the Preparation and Presentation of Financial
Statements adopted by the IASB in 2001 or the Conceptual Framework for
Financial Reporting issued in 2010. The amendments update some of those
references and quotations so that they refer to the 2018 Conceptual Framework,
and makes other amendments to clarify which version of the Conceptual
Framework is referred to in particular documents.

These amendments are effective for annual reporiing periods beginning on or
after January 1, 2020.
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Definition of Material (Amendments to PAS 1 Presentation of Financial
Statements and PAS 8 Accounting Folicies, Changes in Accounting Esfimales
and Errors). The amendments refine the definition of material. The amended
definition of material states that information is material if omitting, misstating or
obscuring it could reasonably be expected to influence the decisions that the
primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific
reporting entity. The amendments clarify the definition of material and its
application by:

(a) raising the threshold at which information becomes material by replacing the
term 'could influence’ with 'could reasonably be expected to influence’;

(b) including the concept of ‘obscuring information' alongside the concept of
‘omitting’ and ‘misstating’ information in the definition;

(c) clarifying that the users to which the definition refers are the primary users of
general purpose financial statements referred to in the Conceptual
Framework;

(d) clarifying the explanatory paragraphs accompanying the definition; and

(&) aligning the wording of the definition of material across PFRS and other
publications.

The amendments are expected to help entities make better materiality judgments
without substantively changing existing requirements.

The amendments apply prospectively for annual periods beginning on or after
January 1, 2020. Earlier application s permitted.

To be Adopted January 1, 2022

PFRS 9 (2014). PFRS 9 (2014) replaces PAS 38 and supersedes the previously
published versions of PFRS 9 that introduced new classifications and
measurement requirements (in 2009 and 2010) and a new hedge accounting
mode! (in 2013). PFRS 8 includes revised guidance on the classification and
measurement of financial assets, including a new expected credit loss model for
calculating impairment, guidance on own credit risk  on financial liabilities
measured at fair value and supplements the new general hedge accounting
requirements published in 2013. PFRS 9 incorporates new hedge accounting
requirements that represent a major overhaul of hedge accounting and
introduces significant improvements by aligning the accounting more closely with
risk management.

The Company availed the temporary exemption in the implementation of PFRS 9
as allowed by PFRS 4 above.

Prepayment Features with Negative Compensation (Amendments fo PFRS 9).
The amendments cover the following areas:

e Prepayment features with negative compensation. The amendment clarifies
that a financial asset with a prepayment feature could be eligible for
measurement at amortized cost or fair value through other comprehensive
income irrespective of the event or circumstance that causes the early
termination of the contract, which may be within or beyond the control of the
parties, and a party may either pay or receive reasonable compensation for
that early termination.
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The amendment is effective for annual periods beginning on or after
January 1, 2019 with early adoption permitted. Retrospective application is
required, subject to relevant transitional reliefs.

e Modification of financial liabifiies. The amendment to the Basis for
Conclusions on PFRS 9 clarifies that the standard provide an adequate basis
for an entity to account for modifications and exchanges of financial liabilities
that do not result in derecognition and the treaiment is consistent with the
requirements for adjusting the gross carrying amount of a financial asset
when a modification does not result in the derecognition of the financial asset
- i.e., the amorttized cost of the modified financial liability is recalculated by
discounting the modified contractual cash flows using the original effective
interest rate and any adjustment is recognized in profit or loss.

If the initial application of PFRS 9 results in a change in accounting policy for
these modifications or exchanges, then retrospective application is required,
subject to relevant transition reliefs.

To be Adopted January 1, 2023

PFRS 17 Insurance Confracts. The replaces the interim standard, PFRS 4.
Reflecting the view that an insurance contract combines features of both a
financial instrument and a service contract, and considering the fact that many
insurance contracts generate cash flows with substantial variability over a long
period, PFRS 17 introduces a new approach that:

{a) combines current measurement of the future cash flows with the recognition
of profit over the period services are provided under the contract;

(b) presents insurance service results (including presentation of insurance
revenue) separately from insurance finance income or expenses,; and

(¢} requires an entity fo make an accounting policy choice portfolio-by-portfolio
of whether fo recognize all insurance finance income or expenses for the
reporting period in profit or loss or to recognize some of that income or
expenses in other comprehensive income.

Under PFRS 17, groups of insurance confracts are measured based on fulfilment
cash flows, which represent the risk-adjusted present value of the entity’s rights
and obligations to the policy holders, and a contractual service margin, which
represents the unearned profit the entity will recognize as it provides services
over the coverage period. Subsequent to initial recognition, the liability of a group
of insurance contracts represents the liability for remaining coverage and the
Hability for incurred claims, with the fulfilment cash flows remeasured at each
reporting date to reflect current estimates.

Simplifications or modifications to the general measurement model apply to
groups of insurance contracts measured using the ‘premium allocation
approach’, investment contracts with discretionary participation features, and
reinsurance contracts held.

PFRS 17 brings greater comparability and transparency about the profitability of
new and in-force business and gives users of financial statements more insight
into an insurer's financial health. Separate presentation of underwriting and
financial results will give added transparency about the sources of profits and
quality of earnings.
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PFRS 17 is effective for annual periods beginning on or after January 1, 2023.
Full retrospective application is required, unless it is impracticable, in which case
the entity chooses to apply the modified retrospective approach or the fair value
approach. However, if the entity cannot obtain reasonable and supportable
information necessary to apply the modified retrospective approach, then it
applies the fair value approach. Early application is permitted for entities that
apply PFRS 9 and PFRS 15 on or before the date of initial application of PFRS 1.

4. Use of Judgments and Estimates

The Company makes judgments and key estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial year.
Estimates and judgments are continually evaluated based on historical experience
and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

Judamenis

(a) Impairment of Financial Assets

Investments at Fair Value

The Company considers that investments are impaired when there has been a
significant or prolonged decline in the fair value below their cost
The determination of what is significant or prolonged decline requires judgment.
In making this judgment, the Company evaluates among other factors, the
normal volatility in share/market price. In addition, impairment may be
appropriate when there is evidence of deterioration in the financial health of the
investee, industry and sector performance, changes in technology, and
operational and financing cash flows.

As at December 31, 2018 and 2017, the Company has not recognized any
impairment loss on its investments.

Receivables

The Company reviews its receivables to assess impairment at ieast on an annual
basis, or as the need arises due to significant movements on cerfain accounts.
Receivables from policyholders and reinsurance that are individually significant
are assessed to determine whether objective evidence of impairment exists on
an individual basis, while those that are not individually significant are assessed
for objective evidence of impairment either on an individual or on collective basis.
In determining whether an impairment loss should be recorded in the profit or
loss, the Company makes judgment as to whether there are any observable data
indicating that there is a measurable decrease in the estimated future cash flows
from a portfolio of receivables before the decrease can be identified with an
individual receivable in that portfolio.

As at December 31, 2018 and 2017, the Company has recognized allowance for

impairment loss amounting to P182.68 million and P154.29 million
{see Notes 10, 12 and 15), respectively.
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(b} Classifying Financial Instrumentis

The Company exercises judgment in classifying a financial instrument, or its
component parts, on initial recognition as a financial asset, financial liability or an
equity instrument in accordance with the substance of the contractual
arrangement and the definitions of a financial asset or liability. The substance of
a financial instrument, rather than its legal form, governs its classification in the
separate statement of financial position. In addition, the Company classifies
assets by evaluating among others, whether the asset is guoted or not in an
active market. Included In the evaluation on whether a financial asset is quoted in
an active market is the determination on whether the quoled prices are readily
and regularly available and whether those prices represent actual and regularly
occurring market transactions on an arm’s length basis.

As at December 31, 2018 and 2017, the Company classified its financial
instruments as financial instruments at FVPL, AFS financial assets, loans and
receivables, and other financial liabilities.

Estimales

(a)

(b)

Liabiiities arising from Claims made under Insurance Contracts

There are several sources of uncertainty that need to be considered in the
estimation of the liability that the Company will ultimately pay for such claims.
Although the ultimate liability arising from life insurance contracts is [largely
determined by the face amount of each individual policy, the Company also
issues accident and health policies and riders where the claim amounts may

vary.

Claims estimation by the Company considers many factors such as industry
average mortality or morbidity experience, with adjustments to reflect Company's
historical experience. These liabilities form part of the Company’s IBNR which
amounted to P33.15 million and P80.52 milfion as at December 31, 2018 and
2017, respectively (see Note 17).

Legal Policy Reserves

At inception of the contract, the Company determines assumptions in relation to
mortality, morbidity, persistency, investment returns and administration
expenses. Assumptions are also set in relation to inflation rates, tax, dividend
scale and sales commissions plus other incentives. A margin for risk and
uncertainty is added to these assumptions. In every reporting period, the
Company ensures that the assumptions used are best estimates, taking into
account current experience at each reporting date to determine whether liabilities
are adequate in the light of the latest current estimates and taking into
consideration the provision of PFRS 4.

The liability adequacy test was performed using current best estimates on
interest, mortality, lapsation and expenses. The net present value of future cash
flows as at December 31, 2018 and 2017 computed under the requirements of
PFRS 4, amounted to cash inflows of P22.19 billion and P19.32 billion,
respectively. Accordingly, the recorded legal policy reserves which is calculated
in accordance with the requirements of the Insurance Code amounting to
P5.33 billion and P5.95 hillion as at December 31, 2018 and 2017, respectively
(see Note 16), is adeguate using best estimate assumptions.
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(c)

(d)

(e)

(0

Fair Value Estimation

The fair value of financial instruments traded in active markets (such as financial
assels at FVPL and AFS financial assets) is based on quoted market prices or
quoted prices for similar assets or liabilities at the reporting date. If the financial
instrument is not traded in an active market, the fair value is determined using
valuation techniques. Where valuation techniques are used to determine fair
values, they are validated and periodically reviewed by management. All models
are certified before they are used, and models are calibrated to ensure that
outputs reflect actual data and comparative market prices, To the extent
practical, models use only observable data, however areas such as credit risk
{both own and counterparty), volatilities and correlations require management to
make estimates. Changes in assumptions about these factors could affect
reported fair values of financial instruments.,

As at December 31, 2018 and 2017, the Company's financial instruments carried
at fair value are classified as Level 1 and Level 2 in the fair value hierarchy.

Estimating Useful Lives of Properly and Equipment and Software Development
Cosls

The Company estimates useful lives of property and equipment and software
development costs based on the period over which the assets are expected to be
available for use and are updated if expectations differ from previous estimates
due to physical wear and tear, technical and commercial obsolescence. The
useful lives, and depreciation and amortization methods are reviewed
periodically to ensure that the method and periods of depreciation and
amortization are consistent with the expected pattern of economic benefits from
items of property and equipment, and software development costs,

As at December 31, 2018 and 2017, the carrying amounts of property and
equipment and software development costs amounted to P819.01 million and
P720.98 million, respectively (see Notes 13 and 15).

Estimating Amortization Period of Deferred Acquisition Cosis

The amortization period of deferred acquisition costs depends on the period over
which the acquisition costs will be recovered through the future profits of the
insurance confracts. Deferred acquisition costs of unit linked single premium are
amortized over 10 years while unit linked regular premium are amortized over
15 years. The recoverability of the deferred acquisition costs are reviewed
annually to ensure that the period of amortization is consistent with the profit
pattern of the products and that the deferred acquisition costs are recoverable
against the present value of future profits over the entire amortization period.

As at December 31, 2018 and 2017, the carrying amount of deferred acquisition
costs amounted to P7.65 billion and P6.50 billion, respectively (see Note 14).

Estimating Impairment of Financial Assets
Management uses estimates based on historical loss experience for assets with

credit risk characteristics and objective evidence of impairment similar to those in
the receivables when scheduling future cash flows.
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The methodology and assumptions used for estimating both the amount and
timing of future cash flows are reviewed regularly to reduce any differences
between loss estimates and aclual loss experience.

As at December 31, 2018 and 2017, the carrying value of the Company's policy
loans receivables, coverage debi recelvables and advances to employees and
agents amounted to PB86.69 million and P766.60 million, respectively.
Provisions for impairment losses amounted to P32.386 million and P17.56 million
in 2018 and 2017, respectively (see Notes 10, 12 and 15).

{g) Estimating Retirement and QOther Employee Benefils

The determination of DB obligation relating to minimum guarantee and other
employee benefits is dependent on the selection of certain assumptions used in
calculating such amounts. Those assumptions include, among others, discount
rates, mortality rates and future salary increase rate. Due to the long term nature
of these benefits, such estimates are subject to significant uncertainty.

The assumed discount rates were determined using the market yields of
Philippine government bonds with terms consistent with the expected employee
benefit payout as at the separate statement of financial position date.

As at December 31, 2018 and 2017, the Company's net retirement liability
amounted o P8.78 million and P14.65 million, respectively (see Note 24).

(h) Estimating Realizability of Deferred Tax Assels

The Company reviews its deferred tax assets at each reporting date and reduces
the carrying amount to the extent that it is no longer probable that sufficient
faxable profit will be available to allow all or part of the deferred tax assets to be
utilized. Any deferred tax asset will be re-measured if it might result to
derecognition where the expected tax law to be enacted has a possible risk on
the realization.

As at December 31, 2018 and 2017, the Company recognized deferred tax
assets amounting to P205.18 million and P374.46 million, respectively. However,
unrecognized deferred tax assets amounied to PB05.59 million and
P&76.71 million as at December 31, 2018 and 2017, respectively (see Note 25).

5. Capital, Insurance and Financial Risks Management Objectives and Policles

The Company's activities expose it {o a variety of risks such as capital, financial and
insurance risks. The overall objective of risk management is to focus on the
unpredictability of financial markets and insurance contingencies to minimize
potential adverse effects on the financial position of the Company.

The Company has established a risk management functions with clear cut
responsibilities and with the mandate to develop company-wide policies on market,
credit, liquidity, insurance and operational risk management. It also supports the
effective implementation of risk management policies at the individual business unit
and process lavels.
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The risk management policies define the Company's identification of risk and its
interpretation, limit structure ensuring the appropriate quality and diversification of
assets, alignment of underwriting and reinsurance strategies fo the corporate goals,
and specify reporting requirements.

Regulatory Framework

Regulators are interested in protecting the rights of the policyholders and maintain
close monitoring to ensure that the Company is satisfactorily managing its affairs for
their benefit, At the same fime, regulators are also interested in ensuring that the
Company maintains appropriate liquidity and solvency positions to meet maturing
liabilities arising from claims and acceptabie levei of risks.

The operations of the Company are subject to reguiatory requirements of the IC.
The IC does not only prescribe approval and monitoring of activities, but also impose
certain restrictive provisions, fixed capitalization requirements, and risk-based capital
(RBC) requirements to minimize the risk of default and insclvency on the part of the
insurance companies to meet unforeseen liabilities as these arise.

Capital Management
The Company’s capital includes capital stock, APIC, contributed surplus and retained
earnings.

The Company maintains a certain level of capital to ensure sufficient solvency
margins and to adequately protect the policyholders. The level of capital maintained
is always higher than the minimum capital requirement set by the 1C and the amount
computed under the RBC model.

The Company manages capital through a process that determines future projected
capital requirements through the development of long-term financial plans and
projections that consider the impact on surplus of new businesses, profitability of
in-force business and other major corporate initiatives that will affect capitalization
requiremenis,

There were no changes made fo the Company's capital base, objectives, policies
and processes from previous year.

Networth Requirements

Under Section 194 of the Insurance Code, insurance company doing business in the
Philippines shall have a networth of P250.00 million by June 30, 2013,
Furthermore, said company must have an additional P300.00 million in networth by
December 31, 2016; an additional P350.00 million in networth by December 31,
2019; and an additional P400.00 million in networth by December 31, 2022,

As at December 31, 2018 and 2017, the Company has complied with the minimum
networth requirements.

RBC Requirements

The IC issued Circular Letter (CL) 2016-68, the Amended RBCZ Framework,
effective January 1, 2017. This framework provides for the amended formula in
computing for the RBC Ratio, which is calculated, by dividing Total Available Capital
(TAC) by the RBC requirement. The minimum RBC ratio is set at 100%.
All insurance companies are required to maintain the minimum RBC ratio and not fail
the trend test. Trend test has falfed in the event that all have occurred:

« the RBC ratio computed for the period (i.e. first quarter) is less than 125% but is
not below 100%;
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= the RBC ratio has decreased over the past period; and
» the difference between RBC ratio so computed and the decrease in the RBC
ratio over the past period is less than 100%.

On December 28, 2016, the IC released CL No. 2016-69 which provides, among
other things, that the level of sufficiency for the RBC2 Framework shall be at 951
percentile level of sufficiency for the year 2017, 97.5" percentile for the year 2018,
and 99.5" percentile for the year 2018. RBC2 Framework shall be made effective
January 1, 2017,

The following table shows the RBC ratio of the Company as at December 31, 2018
and 2017, using the RBCZ Framework:

2018 2017
TAC P1,743,179 2,325,939
RBC reguirement 389,780 194,844
RBC ratio 447% 11 94%_

The figures above are internally computed by the Company and the final amount of
the RBC rafio can be determined only after the accounts of the Company have been
reviewed by IC specifically as to determination of admitted and non-admitied assets
as defined under the insurance Code. As at December 31, 2018 and 2017, the
Company has complied with the minimum RBC ratio of 100%.

The estimated non-admitted assets as defined in the Insurance Code are included in
the separate statement of financial position. These assets, which are subject to final
determination by the IC, are as follows:

Note 2018 2017
Deferred acquiisition costs 14 P7,651,695 6,498,363
Property and equipment - net 571,832 475,278
Other assets 708,089 525,580

P8,831,496 P7,499,221

Insurance Risk
The Company issues contracts that fransfer insurance risk. This section summarizes
the risks and the way the Company manages them.

The risk under any insurance confract is the possibility that the insured event occurs
and the uncertainty of the amount of the resulting claim. By the very nature of an
insurance contract, this risk is random and therefore unpredictable.

The main risks that the Company is exposed to are as follows:

= Mortality Risk - risk of loss due o policyholder death experience being different
from expecied.

«  Morbidity Risk - risk of loss due {o policyholder health and disability experience
being different from expecied.

*  [nvestment Return Risk - risk of loss from actual return being different from
expected,
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»  Expense Risk - risk of loss from expense experience being different from
expected.

= Lapse Risk - risk of loss due to policyholder experiences (fapses and surrenders)
being different from expected.

The Company manages these risks through its underwriting strategy and
reinsurance agreements. The Company's underwriting strategy is designed to
ensure that risks are well diversified in terms of the type of risk and level of insured
benefits. This is largely achieved through the use of medical screening in order to
ensure that pricing takes account of current health conditions and family medical
history, regular review of actual claims experience and product pricing, as well as
detailed claims handling procedures. Underwriting limits are in place to enforce
appropriate risk selection criteria. The retention limit of the Company varies per
product type,

For contracts where death or disability is the insured risk, the significant factors that
could increase the overalt frequency of claims are epidemics, widespread changes in
lifestyle and natural disasters, resulting in earlier or more claims than expected.

Concentration of Insurance Risk
The table below sets out the concentration of legat policy reserves by type of iife
insurance contract (in thousands):

Note 2018 2017
Whole and term life P3,779,053 P4,344,061
Endowment 1,061,485 1,142,625
FPersonal accident 16,920 17,187
Group and accident and health 17,003 10,320
Riders and others products 459,644 433,173

16 P5,334,105 P5,852,236

Classification by Attained Age

The table below presents the concentration of legal policy reserves by attained age
as at December 31, 2018 and 2017. For individual insurance, exposure is
concentrated on age brackets of 55-59 in 2018 and 50-54 in 2017.

2018 2017
Individual ’ Individual
Exposure  Concentration Exposure  Concentration
Aftained Age ‘000 (%) ‘000 {%)
<20 P269,059 5.06% P342,810 577%
20-24 171,656 3.25% 182,194 3.07%
25-29 188,579 3.55% 223,442 3.76%
30-34 228,298 4.29% 249,776 4.20%
35-39 294,200 5.53% 373,488 8.29%
40 - 44 587,739 11.05% 709,918 11.95%
45 - 49 758,026 14.26% 884,761 14.89%
50 - 54 789,994 14.86% 893,113 15.03%
55-59 798,584 15.02% 863,733 14.37%
60 - 64 575,646 10.83% 597 570 10.06%
65 - 69 351,282 6.61% 347,045 5.84%
T0-74 203,312 3.82% 185,818 3.13%
75-79 71,414 1.34% 64,826 - 1.08%
80 + 28,313 0.55% 33,421 0.55%
Total P§,317,102 100.00% P5,941,916 100.00%
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For group insurance, exposure is concentrated on age bracket 35 - 39 in 2018 and
2017.
2018
Group
Gross of Reinsurance Net Reinsurance
Attained Exposure Concentration Exposure Concentration
Age ‘000 (%) ‘000 (%)

20-24 a3 0.54% P93 0.64%
25-29 362 243% 362 2.48%
30-34 404 2.38% 404 2.77%
35-39 13,632 80.17% 11,222 76.90%
40 - 44 398 2.34% 388 2.73%
45 - 49 434 2.55% 434 2.97%
50 - 54 421 2.48% 421 2.88%
58 - 50 B24 4.85% 824 5.65%

80 + 435 2.56% 435 2.898%
Total P17,003 100.00% P14,593 100.00%
2017
Group
Gross of Reinsurance Net Reinsurance
Altained Exposure Concentration Exposure  Concentration
Age ‘000 {%) ‘000 (%)

20 - 24 P - Po- -

25-29 - - - -

30-34 - - - -

35-39 10,251 98.33% 7.935 99.14%

40 - 44 - - - -

45 - 49 - - - -

50 - 54 - - ) -

55 - 59 69 0.87% 69 0.86%
60 + . - . . -
Total F10,320 100.00% P8,004 100.00%

Key Assumplions

The key assumptions to which the estimation of liabilities is particularly sensitive are
as follows:

(a) Risk-free Discount Rates refer to the rates used in determining the value of life

(b

insurance liabilities. The value of life insurance liabilities are determined as the
sum of the present value of future benefits and expenses, less the present value
of future gross premiums arising from the policy discounted at the appropriate
risk-free discount rate. The risk-free discount rates are based on the Bloomberg
Valuation reference rates for peso and international yield curve from Bloomberg,
with matching duration.

Mortality and Morbidity Assumptions. Mortality refers to the rate at which death
occurs for a defined group of people while morbidity refers to the rate at which
accident or sickness, and recovery therefrom, for a defined group of people. For
the purpose of liability valuation, expected future cash flows are determined
using best estimate mortality and morbidity assumptions with due regard to
significant recent experience and appropriate margin for adverse deviation from
the expected experience.
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{c) Lapse Rates refer to the rate at which a life insurance policy is surrendered or
ferminated caused by the failure to pay the premium due. For the purpose of
liability valuation, expected future cash flows are determined using best estimate
lapse assumptions with due regard to significant recent experience and
appropriate margin for adverse deviation from the expected experience.

(d) Expense Assumplions refer to the expected future administrative and
maintenance costs related to the issuance and maintenance of a life insurance
policy with consideration of inflation. For the purpose of liability valuation,
expected future cash flows are determined using best estimate expense
assumptions with due regard to significant recent experience and appropriate
margin for adverse deviation from the expected experience.

Sensilivities

The analysis below is performed for reasonably possible movements in key
assumptions with all other assumptions held constant, showing the impact on the
Company's income before tax and eguity. The correlation of assumptions will have a
significant effect in determining the ultimate claims liabilities, but to demonstrate the
impact due to changes in assumptlions, assumptions had to be changed on an
individuat basis. It should be noted that movements in these variables are nonlinear,

2018 2017

impact on Income fmpact on Ihcome

Changes in Before Income Before income
Assumpiions/ Tax and Equity Tax and Equity

Variables increase (Decrease) Increase (Decrease)
(Amounts in Millions)

Mortality and morbidity +5% (P45.49) {P53.07)
-5% 47.55 53.68

Valuation interest rate + 100 hasis poinis 535.04 621.44
- 100 basis points (687.00) (783.23)

Expense assumption +10% (98.26) (106.85}
~10% 88.16 96.23

Lapse rates +10% 25.92 32.00
-10% (27.897) (33.73)

The method used for deriving sensitivity information and significant assumptions did
not change from previous years.

Investment Risk

The investment risk represents the exposure to loss resulting from cash flows from
invested assets primarily for long-term fixed rate investments, being less than the
cash flows to meet the obligations of the expected policy and contract liabilities and
the necessary return on investments. Additionally, there exist a future investment risk
associated with certain policies currently in-force which will have premium receipts in
the future. '

To maintain an adequate yield to match the interest necessary to support future
policy liabilities, management's focus is required to reinvest the proceeds of the
maturing securities and to invest the future premium receipts while continuing to
maintain satisfactory investment quality.

The Company adopts the Prudential's investment strategy to invest primarily in high

quality securities while maintaining diversifications to avoid significant exposure fo
issuer and industry.
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The Company invests in equity and debt instruments as dictated by the Company's
investment management strategy. Asset aliocation is determined by the Company's
Fund Manager, Eastspring Investments (Singapore) Limited, who manages the
distribution of assefs to achieve the investment objectives. Divergence from target
asset allocations and the composition of the Company’s portfolio is monitored by the
investment Committee.

For unitlinked contracts, the Company does not retain the price, currency, credit,
or interest rate risk for these contracts as contractual arrangements are such that the
linked fund policyholders bear the risks and rewards of the fund's investment
paiformance.

There has been no change to the Company's exposure to invesiment risk or the
manner in which it manages and measures the risk since prior financial year.

Financial Risk
The Company has significant exposure to the following financial risks from its use of
financial instruments:

»«  (redit Risk
=  Ligquidity Risk
= Market Risk

There has been no change to the Company’s exposure to financial risks (i.e. credit
risk, liquidity risk and market risks) or the manner in which it manages and measures
the risks since prior financial year.

(a) Credit Risk
Credit risk is the risk that one party to a financial instrument will fail to discharge
an obligation and cause another party to incur a financial loss. The Company is
exposed to credit risk primarily through its cash and cash equivalents,
investments and loans granted to policyholders. The carrying amounts of
financial assets best represent the maximum credit risk exposure at the reporting
date.

The Company's concentration of credit risk arises from its investments in
government securities since the said investments amounted to P58.70 billion
(91.61%) and P58.14 bhillion (90.89%) of the Company's total financial assets as
at December 31, 2018 and 2017, respectively (see Notes 8 and 11),
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The table below provides information regarding the credit risk exposure of the
Company as at December 31, 2018 and 2017 by classifying assets according to
the Company's credit grading of counterparties.

208
Nelther Past Due nor Impalred
Non-  TFotal Flnancial

lnvestment  Assetls Nelther Past Due
Investment Grade « Past Due nor and
Note  High-grade  Satlsfactory Impaired  Impalred Totat
Cash in bank and cash
aguivatents P1,975,896 P - 1,975,896 P - P1,875,698
inferest receivable 124,898 - 124,686 - 124,896
GCoverags debi reseivabie 12 = 436,585 436,895 164,616 604,211
Finanicial Assels at FYPL 8 8,265,366 - 9,266,368 - 9,265,366
Peamiums due Trom
polloyhoiders “ 14,881 4,881 - 14,881
Policy lodns receivable 10 - 373,587 373,887 14,875 388462
Reinsurarice agsels - 27,353 27,3583 - 27,383

Other assels {excluding
withholding tax receivabies,
software deveicpment
costs, nonrefundable
deposits and prepayments) - 287,437 287,437 3187 290,624

Assets Held to Cover
Linked Liabilities

Cash and cash aquivalents 71 1,044,588 - 1,044,988 - 1,044,988
Inietest receivables 11 325 820 - 325,820 - 325,820
Receivable from life fund 11 213,833 - 213,633 - 213,633
Invesiment in debl securities 11 49,868,150 “ 48,668,150 - 48,668,150
Other assets 1] 130,738 - 130,728 - 430,738

P62,74%,487 21,139,853 PE3,889,340 P182,678 P84,072,018

2047

Meither #ast Due nor Impairad
Non- Total Financial
invesiment Assets Neither

Investmant Grade - Past Due nor Past Due
Nofe  High-urade Salisfactory Impaired  and Inpaited Total
Cash In bank and cash )
eguivaients P1,976,367 P P1,670,367 = P1.8a70,367
inferest raceivabla 118,801 - 118,601 - 118,801
Coveraga deblt recelvable 12 - 318,612 318,612 138,193 456,715
Financial Assets at FVPL 8 0,725,583 - 9,725,583 - 4,725,583
Premiums dua from
policyhioldars - 14,7589 14,758 - 14,754
Policy loans receivable 10 . 384,026 384,026 11,089 355,005
Reinsurance asgets . 40,000 40,000 - 40,000

Ciher assets (exciuding
withholding fax recelvablss,
software developmant
costs, nonrefundable
deposils and propayments) - 288,689 268,688 5,118 273,807

Assets Held to Cover
Linked Liabiliies

Cash and cash equivalents 17 1,836,038 - 1,839,438 - 1,836,938
Interest recaivables ) 347,060 B 347 960 “ 347,660
Recaivable from life fund 11 114,680 - 114,880 « 114,680
Investment In debt securities 11 48833 515 - 48,633,515 B 48,633,515
Other aasels 11 7,224 - 37,224 - 37,224

Pg2,788.068 $1,026,086 P63,814,154 P154,260 PG3,968.444

The Company has no past due bul not impaired financial assets as at
December 31, 2018 and 2017,

w39



(b)

The Company uses a credit grading system based on the borrowers and
counterparties overall credit worthiness, as described below:

Investment High-grade - This pertains to accounts with a very low probability of
default as demonstrated by the borrower's strong financial position and
reputation. The borrower has the ability to raise substantial amounts of funds
through credit facilities with financial institutions. The borrower has a strong debt
service record and a moderate use of leverage.

Non-investment Grade - Satisfactfory - This pertains to current accounts with no
history of default or which may have defaulted in the past, but the conditions and
circumstances directly affecting the borrower's ability to pay has abated already.
The borrower is expected to be able to adjust fo the cyclical downturns in its
operations. Any prolonged adverse economic conditions would however
ostensibly create profitability and liquidity issues. The use of leverage may be
above industry or credit standards but remains stable.

Past Due and Impaired - This pertains {o the allowance for impairment losses
that the Company recognizes due to the uncertainty of the collectability of the
Company's receivabies.

In compliance with the Insurance Code, the Company extends loans to its
policyholders only up to the cash surrender value of their policy, pursuant to the
provisions of the policy contract.

Credit risk arising from transactions with brokers relates fo transactions awaiting
settlement. Risk refating to unsettled transactions is considered small due to the
short seftlement period involved and the high credit quality of the brokers used.
The Company monitors the credit ratings of the brokers to further mitigate this
risk.

A substantial portion of the Company's total investments, including cash in bank,
are held by Standard Chartered Bank, a reputable financial institution with high
credit rating, under a custodianship agreement.

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its
obligations associated with its financial liabilities that are settled by delivering
cash or another financial asset.

To effectively manage liquidity risk, the Company ensures that it always has
sufficient liquidity to meet its liabilities when due, under both normal and siressed
conditions, without incurring unnecessary costs or risking damage to the
Company's reputation. Further, the Company's policy is to maintain sufficient
liguidity to meet normal operating requirements.
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(c)

The Company's financial iabilities are short-term and due within the next twelve
(12) months. The tables below summarize the maturity profile of the financial
liabilities of the Company based on remaining contractual obligations or on the
estimated timing of net cash flows as at December 31, 2018 and 2017:

2018
Carrying Contractual
Note Amount Cash Fiow
Technical provision for linked
fiabilities 11 P81,905,744  P81,905,744
Claims payable 17 498,438 498,438
Reinsurance payable 18 88,220 98,220
Accounts pavable, accrued
expenses and other abilijes® 3,300,879 3,300,679
Assets Held to Cover Linked
Liabilities
Liability to life fund and other linked
funds 71 34,643,540 34,643,540
Accrued expenses 11 105,568 105,568
Trade payable 11 278,667 278,667

P120,830,856 P120,830,856

*Excluding premium suspense accourtt, premium deposit fund. refirement fabiilty and liabiliies io
government agencies.

2017
Carrying Contractual
Note Amount Cash Flow
Technical provision for linked
liabilities 11 P86,080,088 86,080,089
Claims payable 17 448,520 448,520
Reinsurance payable 18 84,386 84,386
Accounts payable, accrued
expenses and other liabilities” 2,808,031 2,809,031
Assets Held to Cover Linked
Liabilities
Liability to life fund and other linked
funds 11 38,309,798 38,309,798
Accrued expenses 11 103,837 103,637
Trade payable _ 11 115,066 115,066

P127,950,527 P127,950,6827

“Excluding premium suspense account, premium deposit fund, refirement liability and liabilifles fo
government agencies.

Market Risk
Market risk embodies the potential for both gains and losses and includes
currency risk, interest rate risk and equity price risk.

The Company's market risk is managed on a daily basis by the Fund manager in
accordance with policies and procedures in place. The Company's overall market
positions are monitored, at least, on a quarterly basis by the Investment
Committee of the Company.

Details of the nature of the Company investment portfolio at the reporting date
are disclosed in Notes 8 and 11 to the separate financial statements.
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Currency Risk

Currency risk is the risk that changes in foreign exchange rates will affect the fair
values or cash flow of a recognized financial instrument. The Company may
invest in financial instruments and enter into transactions denominated in
currencies other than its functional currency. Consequently, the Company is
exposed to risks that the exchange rate of its currency relative to other foreign
currencies the risk may change in a manner that has an adverse effect on the
value of that portion of the Company’'s assets or liabilities denominated in
currencies other than in Philippine peso.

The Company's main exposure to fluctuations in foreign currency exchange rates
arise through the following assets denominated in U.S. dollar:

2018 2017

Short-term time deposits $3,958 $2,362
Investmenis e 342,617 374,802
$346,575 $377,164

Foreign exchange rate {o the Philippine
peso used” 52,72 49.92

P18,271,434  P18,828,027

*Exchange rate used is based on Bangko Senitral ng Pilipinas foreign exchange rafe as al December 28,
2018 and Decambar 29, 2017.

A 3% (2017: 3%) strengthening of U.S. dollar against Philippine peso as at
December 31, 2018, with all other variables remaining constant, would have
affected the measurement of financlal instruments denominated in U8, dollar
and increased profit before tax and equity by P0.55 billion (2017: P0.56 billion). A
3% (2017: 3%) weakening of the U.S. dollar in relation to the Philippine peso,
with all other variables held constant, would have an equal but opposite effect on
the Company's profit before tax and equity.

In 2018 and 2017, the Company determined the reasonably possible change in
forgign currency exchange rates based on the historical fluctuation of the assets
denominated in U.S. dollar.

Interest Rate Risk
There are two types of interest rate risk:

s Fajr Value Interest Rate Risk - the risk that the value of a financial instrument
will fluctuate because of changes in market interest rates; and

»  Cash Flow Inferest Rate Risk - the risk that future cash flows of a financial
instrument will fluctuate because of changes in market interest rates.

Significant portion of the Company's investments is composed mainly of
interest-bearing debt instruments carried at fair value. As a result, the Company
is subject to exposure fo fair value interest rate risk.

The Company does not carry debt instrument with variable interest rate and,
fhus, is not exposed to cash flow interest rate risk.

Fair value interest rate risk is mitigated by the Company's Fund manager by
constructing a portfolio of debenture instruments with diversified maturities.
Any excess cash of the Company are invested in short-term time deposits with
original terms of three months or less.
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The analysis below details the impact of changes in market interest rate (stated
in basis points or bps) to the fair value of the Company's investment in fixed-rate
debt instruments. This analysis assumes that all other variables, in particular
foreign currency rates, remain constant,

Changes in 2018 2017
Currency Variables +50 bps -50 bps +50 bps -50 bps
Philippine peso (PB14,348) P854,673 (P929,543y PB91.489
U.S. doliar (339,694) 365,392 {415,988) 447 344
Fair value sensitivity (P1,154,043) 1,220,065 (P1,345532) P1,438,833

In 2018 and 2017, the Company determined the reasonably possible change in
interest rate based on the historical percentage changes in weighted average
yield rates of outstanding investments of the Company.

Equity Price Risk

Equity price risk is the risk that value of the instrument will fluctuate as a result of
changes in market prices (other than those arising from interest rate risk or
currency risk), whether caused by factors specific to an individual investment,
its issuer or all factors affecting all instruments traded in the market.

The Company's equlity investments are mainly composed of the investments in
equity securities under "Assets Held to Cover Linked Liabilities” amounting to
P65.55 billion and P73.64 billion {see Note 11) as at December 31, 2018 and
2017, respectively. However, any fair value changes in these equity investments
has corresponding increase or decrease in "Technical Provisions for Linked
Liabilities” and will not affect the equity and profit before income tax of the Parent
Company. Thus, the Parent Company has insignificant exposure to equity price
risk.

6. Fair Value Measurements and Disclosures

The fair value of the following financial assets and financial liabilities approximate
their carrying amounts af the end of each accounting period due to their short term
nature:

Cash and cash equivalents,

Interest receivables;

Coverage debt receivables,

Premiums due from policyholders;

Policy loans receivables;

Reinsurance assets;

Other assets except for withholding tax receivables, software development

costs, nonrefundable deposits and prepayments.

= Cash and cash equivalents, inferest receivables, receivable from life fund
and other assets under assets held to cover linkad liabilities

s (Claims payable;

= Reinsurance payable;

= Accounts payable, accrued expenses and other liabilities except for liabilities
payable to government agencies, premium suspense account, premium
deposit fund and retirement liability; and

= Liability to other funds, accrued expense, and trade payable under assets

held to cover linked liabilities.

® O O® X » B oW oW
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The recurring fair values of financial assets at FVPL inciuding those under assets
held to cover linked liabilities, AFS financial assets, and technical provisions for
linked liabilities are determined by reference to quoted market prices, at the close of
business on the reporting date.

Fair Value Hierarchy
The table below analyses financial instruments carried at fair value, by valuation
method. The different levels have been defined as follows:

» |[evel1: quoted prices (unadjusted) in active markets for identical assets or
liabilities.

= Level 2: inputs other than quoted prices included within Level 1 that are
‘ observable for the asset or liability, either directly (i.e., as prices) or
indirectly (i.e., derived from prices).

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

Notfe 2018
Level 1 Level 2 Total
Financial Assets
Financial assets at FVPL 8 P9,265,366 P - 9,265,366
AFS financial assets 8 14,361 - 14,381
Financial assets at FVPL
under assets held o cover
linked liabilities 11 115,216,495 1,845 115,218,340
Note 2017
Level 1 Level 2 ~ Total
Financial Assets
Financial assets at FVPL 8 P9,725,583 P P9, 725,583
AFS financial assets 8 11,681 - 11,691
Financial agsets at FVPL
under assets held to cover
linked liabilities 11 122,268,788 - 122,268,788

The Company has no financial instruments categorized under Level 3. Also, there
has been no fransfer between levels in 2018 and 2017.

7. Cash and Cash Equivalents

_ — _ 2018 2017
Cash on hand and in banks P1,244,026 P842.411
Short-term placements _ 732,578 1,128,613

P1,976,604 P1,971,024

Short-term placements are Philippine peso and U.S. dollar time deposits with various
financial institutions with maturities ranging from overnight to ninety days and interest
ranging from 0.20% to 2.10% and 0.10% to 0.95% per annum in 2018 and 2017,
respactively,
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Interest income recognized

in profit or

loss  which

is presented under

“Investment income” amounted to P16.55 million and P13.48 million in 2018 and

2017, respectively.

8. Investments

Reconciliation of the carrying amount of the investments at the beginning and end of

the year is shown below.

December 31, 2018

AFS Financial
Financial Assels at Total
Note Asseis FVYPL  Investments
Cost at January 1, 2018 11,590 P8,518,785 P9,928,375
Unrealized (losses} gains at
January 1, 2018 101 {191,202) {191,101)
Fair value at January 1, 2018 11,681 9,725,583 9,737,274
Fair value gain (loss) recognized in:
Profit or loss 22 - {846,334} (846,334)
Other comprehansive income 2,870 - 2,670
Foreign exchange gain 22 - 53,023 53,023
Purchases - 1,845103 1,945,103
Proceeds from disposal of financial assels - (1,491,151} {1,491,151)
Loss on disposal of financial assels 22 - {20,888) (20,858)
Fair value at December 31, 2018 5 6 P14,361 P9,265,366 Pg,279,727
Cost at December 31, 2018 P11,580 P10,349,879 P10,361,469
Unrealized gains {losses) at
December 31, 2018 P2,771  (P1,084,513) (P1,081,742)
December 31, 2017
AFS Financial
Financial Assets at Total
Note Assels FVPL Investments
Cost at January 1, 2017 711,590 £9,611,961 P8,623,551
Unrealized (fosses) gains at
January 1, 2017 (4,259) 297,360 293,101
Fair value at January 1, 2017 7,331 9,908,321 9,916,652
Fair value gain {loss) recognized in:

Profit or loss 22 - {484,639} (484 639)
Other comprehensive incomea 4,360 - 4,360
Foraign exchange gain 22 - (3,923} (3,823}
Purchases « 1,716,236 1,716,236
Proceeds from disposal of financial assets - (1,413,285) (1,413,285)
Gain on disposal of financial assels 22 - 1,883 1,883
Fair value at December 31, 2017 - 8 6 P11,691 P9, 725,583 P9, 737,274
Cost at December 31, 2017 P11,580 9,816,785 P9,928,375

Unrealized gains (losses) at
December 31, 2017 P101 (P191,202) (P181,101)
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The Company's investments consist of the following:

Note 2018 2017
Government bonds 5 F8.029425 9,504,355
Corporate debt securities 5 143,470 121,502
Quasi government bonds 5 92,471 99,726
Equity securities 5 14,361 11,691

P9,279,727 P9, 737,274

interest rates range from 00.000% to 15.000% in 2018 and 2017.

The rofiforward analysis of the fair value reserve on AFS financial assets is as

follows:
2018 2017
Balance at beginning of year P101 (P4,259)
Fair value gain 2,670 4,360
Balance at end of year P2,771 P101

9. Investment in Subsidiary

The Monetary Board of the Bangko Sentral ng Pilipinas (BSP), in its Resolution
No. 778 dated May 11, 2018, has approved the establishment of Pru Life UK Asset
Management and Trust Corporation (PAMTC), a2 wholly-owned subslidiary.
PAMTC was incorporated and registered with the Philippine SEC on November 26,
2018, primarily to carry and engage in trust business activities, other fiduciary
business and investment management activities; to have and exercise all authority
and powers, to do and perform all acts, and to transact all business which may
legally be done by trust corporations organized under and in accordance with the
General Banking Law and its implementing Rules and Regulations and such other
applicable laws, rules and regulations on trust corporations, and to do all other things
incident thereto and necessary and proper in connection with said purposes as may
be determined by the Monetary Board of the BSP.

PAMTC’s registered address is at the 2/F Uptown Parade 2, 36" Street, Fort
Bonifacio, Taguig City Fourth District, Philippines.

As at December 31, 2018, PAMTC is stil in the process of securing the Certificate of
Authority to Operate from BSP.

The moverments in this account are as follows:

2018
Balance at beginning of year P -
Investments during the year 360,248
Share in loss of the subsidiary (18,445)
Balance atend of year B _ P341,803

The key financial information of the subsidiary as at and for the year ended
December 31, 2018 is as follows:

2018
Total assels P360,604
Total liabilities 18,801
Net assets 341,803
Net loss 18,446

- 30 .



10. Policy l.oans Receivables

Note 2018 2017

Policy loans receivables P38g.462 P395,085
Allowance for impairment iosses (14,875) (11,069)
5 P373,587 384,026

Policy loans receivables account pertains to the ouistanding balances of loans
granted to policyholders, fully secured by the cash surrender value of the underlying
insurance policy at the time of issuance. These may be in the form of a cash loan
applied by the policyholder or automatic policy loan to cover premiums due on the
policy.

The Company provides an allowance for policy loans and the related capitalized
interest periodically to reflect the estimated realizable value of the receivables as at
aach reporting date.

Provision for impairment losses on policy loans receivables amounting fo
P3.81 million and P0.85 million in 2018 and 2017, respectively, were recognized as
expense under "Others” in profit or loss.

The rollforward analysis of the allowance for impairment losses in policy loans
receivables are as follows:

2018 2017
Batance at beginning of year P11,089 P11,724
Provision for impairment losses 3,808 850
Reversals taken up fo profit or loss - (1,505)
Balance at end of year P14,875 P11,069

11. Assets Held to Cover Linked Liabilities

The IC approved on September 11, 2002 the Company's license to sell variable
unitlinked insurance policies, a life insurance product that is linked to investment
funds (see Note 1). The premium of this product is divided into two paris: the
insurance portion and the investment portion. The investment portion of the
premium, net of withdrawals, is recognized as “Cosfs on premiums of variable
insurance” in the profit or loss and invested in a separately identifiable fund. The fund
is valued regularly and is divided into units which represent the unif-linked
policyholder's share in the fund, The value of the fund divided by the number of units
is called the unit price. An amount equal to the “Assets held to cover linked liabilities”
(representing the managed funds) is shown under the “Technical provisions for
Imked labilities” account in the statements of financial position, a representation that
the funds belong to the unit-linked policyholders.

Linked funds is a line of business in which the Company issues a contract where the
benefit amount is directly linked to the fair value of the investments held in the
particular segregated fund. Although the underlying assets are registered in the
name of the Company and the linked fund contract holder has no direct access to the
specific assets, the confractual arrangements are such that the linked fund
policyholders bear the risks and rewards of the fund’s investment performance. The
Company derives fee income from linked funds, which is included in
“Policy administration fees” in profit or loss.
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Separate financial statements are prepared for the linked funds. Linked fund assets
are carried at recurring fair value. Fair values are determined using the valuation
method discussed in Note 6.

Assels held to cover linked liabilities are composed of:

o Note 2018 2017
Cash and cash equivalents 5 P1,044,988 P1,839,838
interest receivable 5 325,820 347,960
Receivable from life fund 5 213,633 114,680
Investments in treasury notes and other
funds 6 115,218,340 122,268,788
Other assels 5 130,738 37,224
Liability to other funds 5 (34,643,540)  (38,309,798)
Accrued expense & {105,568) (103,637
Trade payable - 5 (278,667) (115,066)
Net assets P81,905,744 86,080,089

Investments in treasury notes and other funds are composed of:

Note 2018 2017
Investments in treasury notes 5 P34,380,903 P34,976,677
Investments in shares of stocks 46,268,481 49,069,788
investment in other funds;
Investment in bond fund 5 15,287,247 13,656,838
tnvestment in equity fund 19,279,864 24,565,485
Nondeliverable forward contract 1,845 -
Total investments 6 P115,218,340 P122,268,788

Total premiums and costs from the unit-inked product for the years ended 2018 and
2017 are as follows:

o Note 2018 2017

Linked premiums 20 F21,830,639 P18,932,127

Costs on premiums of variable insurance (6,991,661) (5,029,506)
Surrenders (6,909,387) (7,487 444)

Net linked premiums P7,929,551 P6,415177

12. Coverage Debt Receivables

Note 2018 2017

Coverage debt receivables P&01,211 P456,715
Allowance for impairment losses {164,616) {138,103)

5 P436,695 pP318,612

Coverage debt receivables pertain to policy charges billed against the investment
account of unit-linked policyholders,

These receivables normally arise from policy charges covering mortality risk, taxes

and administrative fees due from new unit-inked policyholders who have not
accumulated enough investments to cover these fees.
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The Company provides an allowance for uncollectible coverage debt charges for
tapsed and terminated policies.

Provision for impairment losses on coverage debt receivables amounting to
P26.51 million and P13.36 million in 2018 and 2017, respectively, were recognized in
profit or loss.

The rollforward analysis of the allowance for impairment losses on coverage debt
receivables are as follows:

2018 2017
Balance at beginning of year P138,103 P124,739
Frovision for impairment losses 26,5813 13,364
Balance at end of year P164,816 P138,103 _
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14. Deferred Acquisition Costs

_ o Note 2018 2017
Beginning balance 6,498,363 5,693,810
Movements during the year:
Deferred expenses 2,036,563 1,662,333
Amortization of deferred acquisition
costs (883,331) (7567,780)
_ 1,153,232 904,553
Ending balance 5 P7,651,595 6,498,363
16. Other Assets
Note 2018 2017
Receivable from unit linked fund P183,589 P193,936
Prepayments 265,843 191,007
Software development costs - net 178,176 168,820
Nonrefundable deposits 116,145 90,686
Advances to employees and agents 79,694 69,077
Due from related parties 26 18,547 .
Others 133,185 121,427
- 975,178 834,953
Allowance for impairment losses on
advances fo employees and agents (3,187} (5,118)
P971,891 P829,835

Recelvable from unit linked fund pertains to the amount to be received by the
Company from Pru Link funds as reimbursement for the setflement of withdrawals or
surrenders made from unit-linked policies.

Prepayments consist of prepaid rent, insurance, and licenses,

Software development costs consist of amounts capitalized for the development and
launching of products for the Company's bank partner. These also include costs for
the development of major enhancements in the policy administration system used by
the Company. These assets are amortized on a sfraight-line basis over five (5)
years.

Nonrefundable deposits consist mainly of security lease deposits that can be applied
at the end of the lease term.

Advances io employees and agenis are collected through payroll deductions or
through expense liguidation.

Others consist mainly of corporate give away inventories, gifts, income tax withheld
and prudential guaraniees,
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The roliforward znalysis for allowance for impairment losses on advances to

employees and agents are as follows:

2018 2017
Balance at beginning of year P5,118 3,641
Provision for impairment losses 2,030 3,348
Reversals taken up to profit or loss (3,961) (1.871)
Balance at end of year 3,187 P5,118

The Company collected advances to employees and agents that have been
previously written off amounting to P3.96 million and P1.87 million in 2018 and 2017,

respectively.

The maovements of software development costs in 2018 and 2017 are as follows:

2018 2017
Gross Carrying Amount
Beginning balance P463,529 P409,433
Acquisitions 40,056 54,096
Write-off - -
Ending Balance 503,585 463,629
Accumulated Amortization
Beginning balance 294,709 258,923
Amortization 36,469 36,422
Write-off (5,768) (636)
Ending Balance 325,410 294709
Net Carrying Amount
Beginning balance P168,820 P150,510

P168,820

Ending Balance:

P178,175

16. Legal Policy Reserves

Reconciliation of the carrying amount of the liability at the beginning and end of the

year is shown below:

Note 2018 2017
Beginning balance 5,962,236 PB,188,988
Gross change in reserves: '
New business 71,493 54,427
Net premiums written 108,675 178,744
Liabilities released for payments on
death, surrenders and other
terminations (523,691) (558,089)
Accretion of interest 281,836 102,950
Other movements 128,389 106,523
Total Gross Change in Reserves 23 66,802 (115,445)
Remeasurement on life insurance reserve (684,933) (121,307)
Ending balance 5 P5,334,105 5,952,236
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Starting January 1, 2017, the Company implemented the new valuation standards for
fraditional policies, using the GPV method is consistent with the CL No 2016-66 as

issued by the |C last December 28, 2016,

The appropriated retained earnings for negative reserves amounted to P44.06 miliion

and P38.57 million in 2018 and 2017, respectively.

17. Claims Payable

Reconciliation of the carrying amount of the liability at the beginning and end of the

year is shown below:

Note 2018 2017
Beginning balance:

Notified payable P367,999 P298,143
IBNR 80,521 21,310
448,520 319,453

Cash paid for claims seitled during the
year {736,204) (714,223)
Increase in liabilities 788,122 843,290
Ending balance p4498,438 P448,520
Notified claims payable P405,290 P367,999
IBNR 93,148 80,521
5 P498,438 P448,520

18. Reinsurance Payable

Reconciliation of the carrying amount of the liabllity at the beginning and end of the

year is shown below:

Note 2018

2017
Beginning balance P84,386 P77,553
Premium ceded to reinsurers 20 445,144 385,550
Paid during the year (431,310) (378,717)
Ending balance 5 P88,220 84,386
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19, Accounts Payable, Accrued Expenses and Other Liabilities

The account consists of the following:

Note 2018 2017

Dividends payabie to policyholders P1,086,498 1,029,071
Acerued expenses B71,255 855,824
Agent's commission payable 534,995 410,265
Premium suspense account 352,951 264 359
Provident fund payable 252,929 222,082
Due to related parties 26 244,268 124,496
Due to unit-linked funds 213,643 114,757
FPremium deposit fund 48,293 47,785
Withholding tax payable 41,784 48,509
Premium tax payable 41,083 21,112
Retirement liability 24 8,777 14,653
Other liabilities 130,164 69,495

P3,826,610 P3,222,498

Dividends payable to policyholders pertains to supplementary discretionary returns
through participation in the surplus of the Company arising from participating
business.

Accrued expenses primarily consist of performance and incenfive bonuses payable,
Agent's commission payable pertains to unpaid commissions.

Premium suspense account pertains to amounts received from the policyholders who
are in the process of policy application and unidentified collections. These collections
will be applied to premiums due,

Provident fund payable represents the refirement fund for agents.

Due fo related parties account includes payables to Eastspring Investments
(Singapore) Limited, Inc. (Eastspring), Prudential Services Asia (PSA) and Prudential
Holdings Limited (PHL) (see Note 26).

Due to unit-linked fund pertains to the investment portion of premiums received from
the policyholders that are yet to be invested in the separately identifiable funds.

Premium deposit fund represents advance payment from policyholders which will be
used for payment of any future unpaid premiums under the policy. The fund earns
interest which is credited to the fund. The accumulated fund shall not exceed the
total future premium payments under the policy.
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20. Net Premiums

Gross premiums on insurance confracts:

Note 2018 2017
Unit-linked insurance 11 P21,830,6839 P18,832,127
Group life Insurance 393,346 412,120
Ordinary life insurance 212,154 204,131
Accident and health 42,149 58,378
P22,478,288 19,606,756

Reinsurer's share of gross premiums on insurance contracts:
Nofe 2018 2017
Unit-linked insurance P138,377 P56,836
Group life insurance 296,314 324,198
Ordinary life insurance 10,453 4,327
Accident and health “ 189
18 P445,144 P385,550

Net premiums on insurance confracts:

2018 2017
Unitlinked insurance P21,692,262 P18,875,291
Group life insurance 97,032 87,922
Ordinary life insurance 201,71 199,804
Accident and health 42,149 58,189
P22,033,144 P19,221,206

21. Policy Administration Fees

Policy administration fees are charged against the daily net asset value of the
investment account of the pelicyholders based on the following rates per annum as

specified in the policy document:

2018 2017
Managed Fund 1.79% 1.79%
Bond Fund {Philippine peso) 1.53% 1.63%
Bond Fund (U.S. dollar) 1.63% 1.53%
Growth Fund 2.25% 2.25%
Equity Fund 2.25% 2.25%
Proactive Fund 2.258% 2.25%
Money Market Fund 0.50% 0.50%
Asian Local Bond Fund 1.80% 1.80%
Asia Pacific Equity Fund 2.05% 2.05%
Global Emerging Fund 2.05% 2.05%
Cash Flow Fund (U.S. dollar) 1.95% 1.95%
Cash Flow Fund (Philippine peso) 1.95% -
Asian Balanced Fund 1.95% 1.95%

Policy administration fees amounted to P1.69 billion and P1.66 billion in 2018 and

2017, respectively.
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22. inveétment Loss

The account consists of the following:

Nofe 2018 2017
interest income P§22,277 P535,876
Foreign exchange gain (loss) 8 53,023 {3,923)
Gain (loss) on disposal of investments 8 (20,858) 1,883
Final withholding tax (95,991) (103,341)
Unrealized loss on valuation of

investments 8 (846,334) (484,639
investment management expense (300,794 (288,778)
Dividends ~ 114

(P788,677) (P343,808)
23. Benefits and Claims
Gross benefits and ¢laims on insurance contracts:
2018
Reinsurers’
Share of Gross
Gross Benefits Benefits and
and Claims Claims Net
Unit-linked insurance P7,189,322 {(P27,013) P7,162,309
Ordinary life insurance 9,336 - 9,336
Group life insurance 274,401 {3,438} 270,963
Accident and healih 4,517 - 4,517
PT4T7,676 {(P30,451) P7.447,125
2017
Reinsurers’
Share of Gross
Gross Benefits Benefits and
and Claims Claims Net
Unit-liinked insurance P7,643,758 (P43,471) P7,600,287
Ordinary life insurance 439,905 (1,166) 438,739
Group life insurance 37,165 (3,017) 34,138
Accident and health 23,971 (180) 23,811
F8,144,789 (P47,814) P8,096,975
Gross change in increase in legal policy reserves:

Note 2018 2017
Unit-linked insurance p21,782 p27,082
Ordinary life insurance 39,240 (85,473)
Group life insurance 5,937 3,525
Accident and health {167} (60,579)

16 P66,802 (P115,445)
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24, Retirement Plan

As discussed in Note 3, the Company maintains a DC plan with minimum DB
guarantee and is accounted for as a DB plan. As at December 31, 2018, the DB
liability is more than the DC liability.

The following tables show reconciliation from the opening balances to the closing
balances for net defined benefit liability and its components.

2018
Net Defined
_ DO B FVPA  Benefit Liability
Balance at January 1, 2018 P385,250 P370,687 P14,653
included in Profit or Loss
Current service cost 85,092 - 85,092
Interest cost 21,390 22,348 {958}
106,482 22,348 84,134
Included in Other
Comprehensive Income
Remeasurements gain:
Actuarial gain arising from.
Financial assumptions (11,767) - {11,767}
Experience adjustment (29,621} - (29,621}
Heturn on plan assets excluding
interest income L - (36,602) 36,602
{41,388) {(36,602) {4,786)
Others
Contributions paid by the employer - 85,224 {85,224)
Benefits paid {24,476) {24,476} -
(24,476) 60,748 {85,224)
Balance at December 31, 2018 P425,868 P417,091 PB,?’T?_’_
2017
Net Defined
DBO FVPA Benefit Liability
Balance at January 1, 2017 P350,779 p284.787 PE5,992
Included in Profit or Loss
Current service cost 84,426 - 64,426
Interest cost 17,521 15,822 1698
81,947 15,822 66,125
Included in Other Comprehensive
Income
Remeasurements gain:
Actuarial gain arising from:
Financial assumptions (6,378) - {8,378}
Experience adjustment {16,874) - (16,874}
Return on plan assets excluding .
interest income - 29,009 (26,089
{23,252) 29,099 (52,351}
Others
Contributions paid by the employer - 65,113 (65,113)
Benefits paid (24,224) (24 224} -
(24,224) 40,889 (65,113)
Balance at December 31, 2017 P385,250 R370.597 _ P14,8653
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"

The retirement expense under "Salaries, allowances and employees’ benefits
account in profit or loss amounted o P84.13 million and P66.13 million in 2018 and
2017, respectively.

The Company's plan assets consist of the following:

2018 2017

Cash and cash eguivalents P41 P -
Receivables 3,421 2,705
Government securities 243,975 209,676

Depesit instruments 20,1986 -
Unit investments trust funds 1,013 25,296
Investment in mutual funds 83,465 71,260
Corporate bonds 65,399 62,100
Trust fee payable (419) (430)
P417,081 P370,597

The expected contribution to the defined benefit retirement plan in 2019 is
P75.27 million.

The following were the principal actuarial assumptions at the reporting date:

2018 2017
Discount rate 7.00% 5.75%
Future salary growth 6.00% 6.00%

The weighted-average duration of the defined benefit obligation is 14 years and
16 years in December 31, 2018 and 2017, respectively.

Maturity analysis of the benefit payments:

- _ 2018
Carrying Contractual  Within Within More than
Amount Cash Flows 1 Year 1-5 Years 5 Years

Retirement liability P425.868  P427.184 P27,894 P115,116 P28B4,176

2017
Carrying Contractual Within Within -~ More than
Amount Cash Flows 1 Year 1-5 Years 5 Years

Retirement liability P385,260  P3568,753 P26514 PY2475 P239,764

Sensitivity Analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the defined
benefit obligation by the percentages shown below:

Defined Benefit Obligation

Increase Decrease
Discount rate (1% movement) (0.94%) 2.02%
Future salary growth (1% movement) 2.02% {0.96%)
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Although the analysis does not take account of the full distribution of cash flows
expected under the plan, it does provide an approximation of the sensitivity of the
assumption shown,

These defined benefit plans expose the Company fo actuarial risks, such as
fongevity risk, interest rate risk, and market (investment) risk.

The asset allocation of the plan is set and reviewed from time to time by the Plan
Trustees taking into account the membership profile, the liquidity requirements of the
plan and risk appetite of the plan sponsor. This also considers the expected benefit
cash flows to be matched with asset durations.

25. Income Taxes

The components of the Company’'s income tax expense in profit or loss are as

follows:
2018 2017
Current tax expense P186,817 P18,282
Deferred tax expense 515,254 445 703
P831,771 P463,985

The reconciliation of the income tax expense computed at statutory tax rate to the
income tax shown in profit or loss is as foilows:

2018 2017
Income before income fax expense P1,825,879 2,082,598

Income tax using the domestic corporation

tax rate P547,764 PB27,779
Additions to (reduction in} income tax

resulting from:

Non-deductible expenses 18,820 12,938
Other income subjected to final tax {216,023) (211,815)
Non-taxable gain from disposal of investments {19,382} (42,133)
interest income subjected to final tax (385,846) (356,070)
Non-deductible loss on valuation of investments 274,430 145172
Expired recognized NOLCO 194,013 170,908
Effect of unrecognized deferred tax assets 101,478 98,924
Expired MCIT 16,517 18,282

P531,771 P463,985
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Deferred tax assets has nof been fully recognized because it is not probable that
future taxable profit will be available against which the Company can utilize the
benefits from. The unrecognized deferred tax assets as at December 31, 2018 and

2017 are as follows:

2018 2017
Deferred Deferred
- ) Tax Base Tax Assets Tax Base Tax Assels
NOLCO P285,510 PB5,683  P125,007 P37.502
Accrued expenses 880,033 264,010 870,477 261,143
Agent’s commission 534,995 160,489 410,265 123,079
Provident fund 252,929 756,879 222,082 66,625
IBNR 83,148 27,944 80,521 24,156
MCIT 115,250 115,250 82,374 82,374
‘Remeasurement on life
" insurance reserve 254,516 76,355 939,449 281,835
P2,416,381 P805,590 P2,730,176 P876,714

Below is the movement of the deferred tax assets and deferred tax liabllity
recognized as at December 31, 2018 and 2017.

2018
Amount
Recognized in
Amount Other
Beginning Charged to Comprehensive Ending
Balance  Profit or Loss Income Balance
NOLCO P374,464 {P169,284) P P205,180
Retirement liability {17,516) - {1,4386) (18,952)
Deferred acquisilion costs (1,949,509 (345,970} - {2,295,479)
Deferred tax liability - net {P1,592 561} {P515,254) {(P1,436) (P2,109,251)
207
Amount
Recognized in
Amount Cther
Beginning Charged fo  Comprehensive Ending
Ralance Profit or Loss Income Balance
NOLCO P548,801 (P174,337) P o P374,464
Retirement Habilily (1,811) - {15,705) (17,5186}
Deferred acguisition costs (1,678,143 (271,366) - {1,949,509)
Defarred tax liability ~ net (P1,131,153) {P445,703) (P15,708) (F1,592,561)

The details of the Company’'s MCIT available for offsetting against future current tax

liabilities are as follows;

Wite-off/ Remalning
Year [ncurred Amount Application Balance Date of Expiration
20158 P16,517 716,517 P - December 31, 20118
2016 25,046 - 25,046 December 31, 2019
2017 40,811 - 40,811 Pecember 31, 2020
2018 49,383 - 49,383 December 31, 2021
P131,767 P16,517 P115,250
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The carry-forward benefits of NOLCO which are available for offsetting against future
taxable income are as follows:

Write-off/ Remaining

Year Incurred Amount Application Balance Date of Expiration
2015 Pe46,711 P646,711 po- December 31, 2018
2016 612,929 - 612,929 December 31, 2019
2017 113,581 . 113,581 December 31, 2020
2018 242,932 - 242 932 December 31, 2021

P1,816,153 Pe46,711 PUGY 442

26. Related Party Transactions

Parties are considered related if one party has control, joint control, or significant
influence over the other party in making financial and operating decisions. The key
management personnel of the Company are also considered to be related parties.

The Company's key management personnel (KMP) are composed of the senior
management and directors,

The following are the significant related party fransactions by the Company:

Due to  Due from

Amount Related Related
of the Parties Parties
Category/Transaction  Year  Nofe  Transaction (Nofe 18)  {Note 15) Terms Conditlons
Eastspring (Under
Coemmon Control)
* Investment 2018 2 P285,079 Pg§8,452 g 30 days; noninterest - Unsecured
management bearing
2017 273977 71.815 " 30 days; noninlerest - Unsecured
bearing
PSA (Under Common
Control}
« 1T gervice cosls 2018 b 198,168 147,726 - 30 days; noninterest - Unsecured
bearing
2017 247 160 32,912 - 30 days; noninterest »  Unsecured
bearing
PHL {Under Common
Control)
* Aligeation of 2018 ¢ 137,476 27,080 - 30 days; nonintarest - Unsecured;
expenses hearing not impaired
AT 141,135 18,769 - 30 days; noninferest - {Unsecured
bearing
Prudence Foundation
Limited (Under
Common Confrol}
» Allocation of expenses 2018 o 8,357 B . 30 days; noninterest - Ungecured
hearing
2017 - -
PAMTC
« Adlocalion of expenses 2018 @ - . 18,847 30 days; noninterest - Ungecured
bearing
2017 . - .
TOTAL 2018 P244.268  P18,547
TOTAL 2017 P124,485 B -

Outstanding receivables from and payables io related parties which are expected to
be settled in cash, are included under "Other assefs” (see Note 15) and "Accounts
payable, accrued expenses and other liabilities” (see Note 19) accounts,
respactively,
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a. In the normal course of business, the Company has an investment management
services agreement with Eastspring, whereby the latter shall act as investment
advisor to the Company on the management of both the Company’s investments
and the investment funds (see Note 11) in consideration for a quarterly service
fee as may be mutually agreed upon on an annual basis.

b. The Company entered into a Service Level Agreement with PSA to provide
infrastructure services aligned to agreed service hours and delivery performance
targets. The services involve system availability and operation, service desk,
network availability, back-up and recovery, change management, disaster
recovery plans and system capacily and resource monitoring.

¢. These pertain o advances made by PHL on behalf of the Company for the
expenses covering software maintenance, fraining for regional agency leaders
and agents' conference. These are netted against the advances made by the
Company on behalf of PHL for the settlement of certain administration costs.

d. Transactions with Prudence Foundation Limited (PFL) pertain fo various
advances made by the Company on behalf of PFL for activities related to
corporate social responsibilities in the Philippines.

e. Transactions with PAMTC pertain to various advances made by the Company on
behalf of PAMTC for the cost incurred during the set-up of the [atter.

The entities from a o d above are wholly-owned subsidiaries of Prudential while
PAMTC, is wholly-owned by the Company.

Compensation of KMP

KMP are those persons having authority and responsibility for planning, directing and
controlling the activities of the entity, directly or indirectly, including director, whether
executive or otherwise, of the Company.

The KMP compensation is as follows:

2018 2017
Short-term employee benefits P167,696 P169,148
Post-employment benefits 11,3567 10,160
P179,053 P179,308

These expenses are recorded under "Salaries, allowances and employees’ benefits”
in profit or loss.

27. Leases

The Company leases its head office and branches under operating lease.
On November 8, 2014, the Company entered into a lease contract with Mega World
Corporation for office space at Uptown Bonifacio Tower 1 for a period of five (5)
years commencing on September 15, 2015 subject to a 5.00% escalation effective
on the third year of the iease term and compounded annually thereafter at the same
rate.

L.eases for branches are for a period of three (3) to five (5) years. None of the leases
fnclude contingent rentais and restrictions.
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Lease related transactions are as follows:

2018 2017
Rent expense P352,202 P253,045
Nonrefundabie security deposits 94,181 70,962
FPrepaid rent 87,885 76,258
Future minimum lease paymentis are payable as follows;
2018 2017
Less than one year P318,793 195,580
Between one and five years 451,869 288,172
P770,662 P484,752
28, Equity
The details of this account are as follows:
2018 2017
Authorized
Par value per share P100 P100
Number of shares 5,000,000 5,000,000
Issued and Outstanding
Number of shares 5,000,000 5,000,000
Capital stock P500,000 PE00,000
Additional paid-in capital 462,000 462,000
Total paid-up capital P962,000 P962,000

On March 22, 2018, the BOD of the Company declared cash dividends amounting to
F1.18 billion or P235.29 per share. This was approved by the IC on April 13, 2018
and was paid on May 21, 2018,

On March. 30, 2017, the BOD of the Company declared cash dividends amounting to
P784.71 million or P152.94 per share. This was approved by the IC on April 20, 2017
and was paid on May 28, 2017. On September 22, 2017 additional cash dividends
were declared by the BOD of the Company amounting to P941.18 million or P188.24
per share. This was approved by the IC on October 10, 2017 and was paid on
November 14, 2017. ’

As at December 31, 2018, the Company's unappropriated retained earnings of
PY.14 billion is in excess of its paid-up capital of P962 million. However, the
Company plans to use the excess refained earnings to comply with the increasing
capital and new regulatory requirements by the IC, as well as the Company's plan for
new investment initiatives. The Company, being an insurance company, has special
circumstances due to special reserve requirements of the IC, thus, exempted from
prohibition of retaining surplus profits in excess of one hundred (100%) percent of
paid-in  capital stock, under Section 43 of the Corporation Code.
The exemption provision indicate that "when it can be ciearly shown that such
retention is necessary under special circumstances obtaining in the corporation, such
as when there is need for special reserve for probable contingencies.”
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29. Contingent Liabilities

in the normal course of the Company’s operations, there are outstanding contingent
liabilities which are not reflected in the separate financial statements. The
management of the Company does not anticipate losses that will materially affect the
separate financial staternents as a resuit of these contingencies.

30. Supplementary Information Required by the Bureau of Internal Revenue (BIR)
based on Revenue Regulation No. 15-2010

In addition to the disclosures mandated under PFRS, and such other standards
and/or conventions as may be adopted, companies are required by the BIR to
provide in the notes to the separate financial statements, certain supplementary
information for the taxable year. The amounts relaling to such information may not
necessarily be the same with those amounts disclosed in the notes to the separate
financial statements which were prepared in accordance with PFRS.

The following is the tax information required for the taxable year ended
Deacember 31, 2018:

A. Documentary Stamp Tax

On others P20,741,870

B. Withholding Taxes

Creditable withholding faxes 398,402,743
Final withholding taxes 413,703,815
Tax on compensation and benefits 201,658,469

P1,013,765,027

C. Al Other Taxes (Local and National)

Premiums tax P93,712,356
License and permit fees 26,215,150
Fringe benefits tax 7,884,285
Real estate taxes 85,919

P137,897,710

D. Tax Contingencies

The Company has no deficiency tax assessment or any tax case, litigation,
and/or prosecution in courts or bodies outside the BIR as at December 31, 2018.
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R.G. Manabat & Co.

The KPMG Center, 9/F
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REPORT OF INDEPENDENT AUDITORS
ON SUPPLEMENTARY INFORMATION

Thie Board of Directors and Stockholders
Pru Life Insurance Corporation of UK.
9iF Uptown Place Tower 1

1 East 11th Drive, Uptown Bonifacio
Taguig City 1834, Metro Manila
Philippines

We have audited the accompanying separate financial statements of Pru Life Insurance Corporation of
UK. {the Company), as at and for the year ended December 31, 2018, on which we have rendered
our report dated March 14, 2018,

Qur audit was made for the purpose of forming an opinion on the basic separate financial statements
of the Company taken as 2 whole. The supplementary information included in the following
accompartying additional companents is the responsibility of the Company’s management.

= Reconcilistion of Retained Earnings Available for Dividend Declaration, and
«  Bchedule of Philippine Financial Reporting Standards

The supplementary information is presented for purposes of complying with the Securities Regulation
Code Rule 68, As Amended, and is not a required part of the basic separate financial statements,
Such supplementary information has been subjected to the auditing procedures applied in the audit of
the basic separate financial statemants and, in our opinion, is fairly stated, in all matenial respects, in
relation to the basic separate financial statements taken as a whole,

R.G. MANABAT & CO.

TIRESO RANDY F.
Partner
CPA License No. 0092183 bour”
IC Accraditation No. SP-2017/016-R, Groun A, valid until August 26, 2020
SEC Accreditation No. 1472-AR-1, Group A, valid until July 2, 2021
Tax identification No. 162-411-175
BIR Accreditation No, 08-001887-34-2017

{ssued September 4, 2017, valid until September 3, 2020
PTR No. MKT 7333620

issued January 3, 2019 at Makati City

March 14, 2019
Makati City, Metro Manila

FRE-BOA Regristiation o, 5503, vakd uatl Mareh 15, 2020

SEC Avoraditation tla G004-FR-8_ Group A, valid ol Noviraler 15, 2030
I Accreditaton Ko, P20 TH6-H, wald unt August 28, 2020

HBEP - Salovind Exteimal Authines, Gategury 4. vaiid far Soyear dudil poriod
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ANNEX 68-C

RECONCILIATION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION

AS OF DECEMBER 31, 2018

PRU LIFE INSURANCE CORPORATION OF UK.

9/F Uptown Tower 1, 1 East 11th Drive, Uptown Bonifacio, 1634 Taguig City

Unappropriated Retained Earnings, as adjusted to availabie for
dividend distribution beginning

P10,544,080,060

Add: Net income actually earned/realized during the period

1,294,107,146

Net income during the period closed to Retained Earnings
Less: Neon-actual/unrealized income net of tax
Equity in net income if associatefjoint venture
Unrealized foreign exchange gain - net (except those
attributable to Cash and Cash Equivalents) Unrealized
actuarial gain
Fair value adjustment (M2M gains)
Fair value adjustment of investment Property Resulting fo gain
Adjustment due to deviation from PFRS/GAAP ~ gain
Other unrealized gains or adjustments to the retained earnings
as a result of certain transactions accounted for under the
PFRS

11,838,187,206

53,022,758
(946,333,695)

Sub-iotal

(893,310,937)

Add: Non Actual losses
Depreciation on revaluation increment (after tax)
Adjustment due to deviation from PFRS/GAAP — loss
Loss on fair value adjustment of investment property (after tax)

-

-

Sub-total

-

Net income actually earned during the period

Add (Less):
Dividend declarations during the period
Appropriations of Retained Earnings during the period

10,944,876,269

(1,176,470,588)
(5,488,630)

TOTAL RETAINED EARNINGS, END AVAILABLE FOR DIVIDEND

PS5,762,817,061




PRU LIFE INSURANCE CORPORATION OF U.K.

LIST OF EFFECTIVE STANDARDS AND INTERPRETATIONS
SCHEDULE OF ALL PHILIPPINE FINANCIAL REPORTING STANDARDS
(PFRSs) [WHICH CONSIST OF PFRSs, PHILIPPINE ACCOUNTING
STANDARDS (PASs) AND PHILIPPINE INTERPRETATIONS] EFFECTIVE
AND NOT EFFECTIVE
AS AT DECEMBER 31, 2018

. Fmeork for th raratnand resentatin of Fianei!
Statements v
Conceplual Framework Phase A: Objectives and qualitative characteristics

PFRSs Practice Statement Management Commentary v

Philippine Financial Reporting Standards

PFRS 1 Firsttime Adoption of Philippine Financial Reporling v
{(Revised) Standards

Amendmenis to PFRS 1 and PAS 27 Costof an

Investment in & Subsidiary, Jointly Controlled Entity or v
Asscciate
Amendments to PFRS 1; Additional Exemptions for First- v
time Adopters
Amendment to PFRS 1. Limiled Exemption from ’
Comparative PFRS 7 Disclosures for First-time Adopters
Amendments to PFRS 1; Severe Hyperinflation and -
Removal of Fixed Date for First-fime Adopters
Amendments to PFRS 1: Government Loans v
Annual improvements to PFRSs 2009 - 2011 Cycle; First
time Adoption of Philipping Financial Reporting Standards - v
Repeated Application of PFRS 1
Annual Improvements to PFRSs 2009 - 2011 Cycle: v
Borrowing Cost Exemption
Annual Improvements to PFRSs 2011 - 2013 Cycle: PFRS y
version that a first-lime adopter can apply
Annual tmprovements to PFRSs 2014 - 2016 Cycle: -
Deletion of shori-term exemplions for first-time adopters
PERS 2 Share-based Payment v
Amendments to PFRS 2: Vesting Conditions and v
Cancellations
Amendments to PFRS 2: Group Cash-seitled Share-based v
Payment Transactions
Annial Improvements to PFRSs 2010 - 2012 Cycle: 7
Meaning of ‘vesting condition’
Amendments to PFRS 2: Classification and Measurement v
y of Share-based Payment Transactions
PFRS 3 Business Combinations v
Revised ;
(Revised) | sl Impravements to PFRSS 2010 - 2012 Cydle:
Classification and measurament of contingent v

consideration

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope v
exclugion for the formation of joint arrangements




4

insurance Contracts

v
Amendments to PAS 39 and PFRS 4; Financial Guarantee Y
Contracts
Amendments to PFRS 4: Applying PFRS &, Financial v
Instruments with PFRS 4, Insurance Contracts
PFRE 5 Non-current Assets Held for Sale and Discontinued v
Operations
Annual Improvemeants to PFRSs 2012 - 2014 Cycle: ’
o Changes in method for disposal
PFRS 6 Exploration for and Evaluation of Mineral Resources v
PFERS 7 Financial Instruments: Disclosures v
Amendments to PFRS 7: Transition v
Amendments to PAS 39 and PFRS 7. Reclassification of v
Financial Asseis
Amendments to PAS 38 and PFRS 7: Reclassification of v
Financial Asseis - Effective Date and Transition
Amendments to PFRS 7: Improving Disclosures about Y
Financial insfruments
Amendments to PFRS 7; Disclosures - Transfers of v
Financial Agsets
Amendments to PFRS 7. Disclosures - Offselting Financiat v
Assets and Financial Liabilities
Amendments to FFRS 7. Mandatory Effective Dale of v
PFRS 9 and Transition Disclosures
Annual Improvements to PFRSs 2012 - 2014 Cycle: v
‘Continuing involvement for servicing coniracts
Annual Improvements to PFR8s 2012 « 2014 Cycle:
Offsetting disclosures in condensed interim financial v
statements
PFRE 8 Operating Segments v
Annual improvements to PFRSs 2010 - 2012 Cycie: v
Disclosures on the aggregation of operating segments
PFRS 9 Financial Instruments (2014) v
Amendments to PFRS & Prepayment Featuras with o+
Negative Compensation
PFRS 10 Consolidated Financial Statements vrE
Amendments to PFRS 10, PFRS 11, and PFRS 12
Consolidated Financial Statemenis, Joint Arrangements v
and Disclosure of Interests in Other Entities: Transition
Guidance
Amendments to PFRS 10, PFRS 12, and PAS 27 (2011} v
Investrent Entities
Amendments to PFRE 10 and PAS 28: Sale or
Contribution of Assets between an Investor and Hs v
Agsociate or Joint Venture
Amendmaents to PFRS 10, PFRS 12 and PAS 28 "
Investment Entities: Applying the Consolidation Exception

* This standard will be effective for annual pericds beginning on or after January 1, 2023 and was not adopled by

the Company. The Company availad of the temporary deferment of this standard.

** The Company adopled this standard but availed of the exemption for consolidation.




PFRS M

Jaint Arrangements

Amendments to PFRS 10, PFRS 11, and PFRS 12:
Consolidated Financial Statements, Joint Arrangements
and Disclosute of Interests in Other Entities: Transition
Guidance

Amendments to PFRS 11; Accounting for Acquisitions of
tferasts in Joint Operations

PFRS 12

Disclosure of interests in Other Entities

Amendments to PFRS 10, PFRS 11, and PFRS 12;
Consolidated Financial Statements, Joint Arrangements
and Disclosure of Interesis in Other Entities: Transilion
Guidance

Amendmenis to PFRS 10, PFRS 12, and PAS 27 (2011}
fnvestment Entities

Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities: Applying the Consolidation Exception

Annual improvements to PFRSs 2014 - 2016 Cycle:
Clarification of the scope of the standard

PFRS 13

Fair Value Measurement

Annual improvements to PFRSs 2010 - 2012 Cycle:
Measurement of short-term receivables and payables

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope
of portfolio exception

PERS 14

Regulatory Deferral Accounis

PFRS 15

Revenue from Contracis with Customers

R

PFRS 16

Leasss

AR

Philippine Accounting Standards

PAS 1
{Ravised)

Presentation of Financial Stalemenis

Amendment to PAS 1: Capital Disclosures

Amendments to PAS 32 and PAS 1: Puliable Financial
Instruments and Ohligations Arising on Liguidation

Amendments to PAS 1: Presentation of ltems of Other
Comprehensive Incoma

Annual Improvements to PFRSs 2008 - 2011 Cycle:
Presertation of Financial Statemenis - Comparative
Information beyond Minimum Requirements

Annual Improverments to PFRSs 2008 - 2011 Cycle:
Presentation of the Opening Statement of Financial
Position and Related Nofes

Amendments {o PAS 1: Disclosure Initiafive

PAS 2

inventories

PAST

Statament of Cash Flows

Amendments to PAS 7: Disclosure Inifiative

'd

PAS 8

Accounting Policies, Changes in Accounting Estimates and
Errors

v

*** The Company adopled this standard however, none of the Company's current revenue slreams is within the

scope of this standard,

“*** This standard will be effective for annual periods beginning on or after January 1, 2019 and was nof adopled

eatly by the Company.




Ps 10 Everits after the Reporting Period
PAS 11 Construction Confracts
PAS 12 incorne Taxes
-Amendment to PAS 12: Deferred Tax: Recovery of
Underlying Assets
Amendments to PAS 12: Recognition of Deferred Tax
Assets for Unrealized Losses
PAS 16 Property, Plant and Equipment
Annual Improvements to PFRSs 2009 - 2011 Cyele:
Property, Plant and Equipment - Classification of Servicing
Equipment
Annual Improvements to PFRSs 2010 - 2012 Cycle:
Restatement of accumulated depreciafion {amortization)
on revaluation {Amendmants to PAS 16 and PAS 38)
Amendments to PAS 16 and PAS 38: Clarificafion of
Acceptiable Methods of Depreciation and Amortization
Amendments o PAS 16 and PAS 41: Agriculture: Bearer
Plants
PAS 17 Leases
PAS 18 Revenue
PAS 19 Empioyee Benefits
(Amended) Amendments to PAS 19: Defined Benefit Plans: Employee
Contributions
Annual Improvements to PFREs 2012 - 2014 Cycle:
Discount rate in a regional market sharing the same
cuitency - .9, the Eurozone
PAS 20 Accounting for Government Grants and Disclosure of
Government Assistanca
PAS 21 The Effects of Changes in Foreign Exchange Rates
Amendment: Net Investment in a Foreign Operation
PAS 23 Borrowing Costs
(Revised)
PAS 24 Related Party Disclosures
(Revised) | ual Improvements to PFRSs 2010 - 2012 Cyole:
Definition of ‘related party’
PAS 26 Accounting and Reporting by Retirement Benefit Plans
PAS 27 Separate Financial Statements
(Amended) = o dments to PFRS 10, PFRS 12, and PAS 27 (2011)
tnvestment Entities
Amendments to PAS 27: Equity Method in Separate
Financial Statements




PAS 28
{Amended)

R ST R

fnvestmends in Associates and Joint Ventures

Amendments to PFRS 10 and PAS 28: Sale or
Coniribution of Assets betwean an investor and it
Associate or Joint Venture

Amendments to PFRS 10, PFRS 12 and PAS 28:
investment Entities: Applying the Consolidation Exception

Annual Improvemeants to PFRSs 2014 - 2018 Cycle:
Measuring an associate or joint venture at fair vaiue

Amendments to PAS 28; Long-term Interests in Associales
and Jeint Veniures

FAS 29

Financial Reporting in Hyperinflationary Economies

PAS 32

Financlal Instruments: Disclosure and Presentation

Amendments to PAS 32 and PAS 1: Puttable Financial
instruments and Obligations Arising on Liguidation

Amendment to PAS 32: Classification of Rights Issues

Amendmaents to PAS 32: Offsetling Financlal Assets and
Financial Liabilities

Annual Improvements to PFRSs 2008 - 2011 Cycle:
Financial Instruments Presentation - Income Tax
Conseguences of Distributions

PAS 33

Earnings per Share

PAS 34

Intarim Financial Reporting

Annual Improvements to PFRSs 2008 - 2011 Cycle: Interim
Financial Reporting - Segment Assets and Liabifities

Annual Improvements to PFRSs 2012 - 2014 Cycle:
Disclosure of information "elsewhere in the interim financial
report’

PAS 36

impairment of Assets

Amendments to PAS 36: Recoverable Amount Disclosures
for Non-Financial Assets

PAS 37

Provigions, Contingent Liabifities and Coniingent Assels

PAS 38

Intangible Assels

Annual Improvements to PFR8s 2010 - 2012 Cycle:
Restatement of accumuiated depreciation {amortization)
on revaluation {Amendments to PAS 16 and PAS 38)

Amendments to PAS 16 and FAS 38 Clarification of
Acceptable Methods of Depreciation and Amortization




PAS 39

Financia! Instruments: Recognition and Measurement

Amendments to PAS 38 Transifion and Initial Recognition
of Financial Assets and Financial Liabilities

Amendments to PAS 39: Cash Flow Hedge Accounting of
Forecast Intragroup Transactions

Amendments 1o PAS 39: The Fair Value Cption

Amendments to PAS 39 and PFRS 4 Financial Guarantee
Contracts

Amendments fo PAS 39 and PFRS 7; Reclassification of
Financial Assets

Amendments to PAS 39 and PFRS 7: Reglassification of
Financial Assets - Effective Date and Transition

Amendments to Philippine Interpretation IFRIC-9 and
PAS 38: Embedded Derivalives

Amendment to PAS 38: Eligible Hedged items

Amendment to PAS 39 Novation of Derivatives and
Coniinuation of Hedge Accounting

PAS 40

Investrent Property

Annual Improvements fo PFRSs 2011 - 2013 Cycle: inter-
relationship of PFRS 3 and PAS 40 (Amendment fo
PAS 40)

Amendments to PAS 40: Transfers of Investment Property

PAS 41

Agricufture

Amendments to PAS 16 and PAS 41 Agriculture: Bearer
Piants

Philippine Interpretations

{FRIC 1 Changes in Existing Decommissioning, Restoration and
Sirpilar Liabilities

IFRIC 2 Members' Share in Co-operative Entities and Similar
Insiruments

IFRIC 4 [etermining Whether an Arrangement Contains a Lease

IFRIC 5 Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

IFRIC 6 Liabifities arising from FParicipating in & Specific Market -
Waste Electricat and Elecironic Equipment

IFRIC Y Applying the Restatement Approach under PAS 29
Financial Reporting in Hyperinflationary Economies

IFRIC 9 Reassessment of Embedded Derivatives
Amendmenis to Philippine interpretation IFRIC-9 and
PAS 39 Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment

iFRIC 12 Service Concession Arrangemenis

FRIC 13 Customer Loyally Programmes

IFRIC 14 PAS 19 - The Limit on a Defined Benefit Asset, Minimum

Funding Requirements and their Interaction

Amendments to Philippine interpretations IFRIC- 14,
Prepaymenis of a Minimum Funding Reguirement




IFRIC

“ ég of a Ne Irwestmet in re| Oertion

=

IFRIC 17 Distributions of Non-cash Assets to Owners v

IFRIC 18 Transfars of Assets from Customers v

IFRIC 189 Extinguishing Financlal Liabilites with Equity Instruments v

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine v

{FRIC 21 Levies v

{FRiC 22 Forgign Gurrency Transactions and Advance v
Consideration

IFRIC 23 Uncertainty over Income Tax Treatments Yo

sic.7 Introduction of the Eurg v

SIC-10 Government Assistance - No Specific Relation to Operating ~
Activities

8ic-18 Operating Leases - incentives v

SIC.28 income Taxes - Changes in the Tax Status of an Enfity or v
its Shareholders

81¢G-27 Evaluating the Substance of Transactions Involving the v
Legal Form of 8 Lease _

8iC.29 Service Concession Arrangements: Disclosures. v

SiC-31 Revenue - Barter Transactions nvolving Advertising v
Services

sic-32 Intangible Assets - Web Site Cosls v

Philippine Interpretations Committee Questions and Answers

PIC G&A PAS 18, Appendix, paragraph 9 - Revenue recognition for v

2006-01 sales of property units under pre-completion contracts

PG Q&A PAS 27.10{d) - Clarification of criteria for exemption from ”

2006-02 presenting consolidated financial statemenis

PIC Q&A PAS 1.103(a) - Basls of preparation of financial statements v

2007-01-~ i an enlity has not applied PFRSs in full

Revised

PIC Q&A PAS 20.24.37 and PAS 39.43 - Accounting for government v

200702 lpans with low interest rates [see PIC Q&A No. 2008-02]

PIC Q&A PAS 40.27 - Valuation of bank real and other properties v

200703 acquired (ROPA)

PIC Q&A PAS 101.7 - Application of criteria for a qualifying NPAE v

2007-04

PIC Q&A PAS 18.78 - Rate used in discounting post-employment

2008-01- henefit obligations v

Revised

PIC Q8A PAS 20.43 - Accounting for governiment [oang with low v

2008-02 inferest rates under the amendments fo PAS 20

PIC G&A Framework.23 and PAS 1.23 - Financial stalements v

2009-01 prepared on a basis other than going coricern

PIC Q8A PAS 38.AG71-72 - Rate used in defermining the fair value v

2009-02 of government securities in the Phifippines

=+ This standard wilil be effective for annual periods beginning on or after January 1, 2018 and was not adopled

early by the Company.




PIC Q&A PAS 39.AGT1-72 - Rate used in determining the fair vaiue

2010-01 of government securities in the Philippines

PIC Q8A PAS 1R.16 - Basls of preparation of financial statements

20110-02

PIC Q&A PAS 1 Presentation of Financial Statements - Current/non-

2010-03 current classification of a callable term loan

PIC Q&A PAS 1.10(f} - Requirements for a Third Statement of

2014-01 Financial Position

PIC Q%A PFRS 3.2 - Common Control Business Combinations

201102

PIC Q&A Accounting for Inter-company Loans

201103

PIC Q&A PAS 32.37-38 - Costs of Public Offering of Shares

20141-04

PIC G&A PEFRS 1.01-D8 - Fair Value or Revaluation as Deemed

2011-06 Cost

PIC Q&A PFRS 3, Business Combinations (2008), and PAS 40,

2011-06 Investment Property - Acquisition of Investmeant properties -
assetl acquisition or business combination?

PIC Q&A PFRS 3.2 - Application of the Pooling of interests Method

2812-01 for Businass Combinations of Entities Under Common
Control in Coensolidated Financial Stalements

PIC Q&A Cost of a New Building Constructed on the Site of a

201202 Previous Building

PIC Q&A Applicability of SMEIG Final G&As an the Application of

2013-01 IFRS for SMEs to Philippine SMEs

PIC QBA Conforming Changes to PIC G&As - Cycle 2013

2013.02

PIC Q8A PAS 19 - Accounting for Employee Benefits under a

201303 Defined Contribution Plan subject {o Requiremants of

{Revised} | Republic Act {RA) 7641, The Philippine Relirement Law

PIC Q&A Conforming Changes lo PIC Q8As - Cycle 2015

20156-01

PIC Q&A Conforming Changes to PIC Q8As - Cycle 2018

2016-01

PIC Q&A PAS 32 and PAS 38 - Accounting Treatment of Club

2018-02 Shares Held by an Entity

PIC Q&A Application of PFRE 15 "Revenue from Contracis with

20118-04 Customers” on Sale of Residential Properties under Pre-
Completion Contracts

PIC Q&A Conforming Changes to PIC Q&As - Cycle 2017

2017-1

PIC Q&A PAS 2 and PAS 16 - Capitaiization of operaling lease cost

2017-02 as part of construction costs of 2 huilding

PIC Q&4 PAS 28 - Elimination of profits and losses resulting from

2017-03 fransactions betwesn associates andfor joint ventures

PIC Q&A PAS 24 - Related party relationships between parents,

201704 subsidiary, associate and non-controlling shargholder

PIC QG&A PFRS 7 - Frequently asked questions on the disclosure

2017-05 requirernenis of financial instruments under PFRS 7,
Financial Instrumenis: Disclosures

PIC QA PAS 2, 16 and 40 - Accounting for Collecior's ltems

2017-06




PIC Q8A

PFRS 10 - Accounting for reciprocal holdings in associates

2017-07 and joint ventures

PIC Q&A PERS 10 - Requirement o prepare consolidaled financial

2017-08 statements where an entity dispuses of its single
invesfment in a subsidiary, associate or joint venture

PIC Q&A PAS 17 and Philippine Interpretation SIC-15 - Actounting

2017-09 for payments between and among lessors and lessees

PIC Q&A PAS 40 - Separation of properly and classification as

201740 investment property

PIC Q&A PFRS 10 and PAS 32 - Transaction cosfs incurred to

204711 acquire outstanding non-controlling interest or to sell non-
controlling interest without a loss of controt

PIC Q&A Subsequent Treatment of Equity Component Ariging from

21712 Intercormpany Loang

PIC Q8A Voluntary changes in accounting policy

2018-01

PIC Q&A Non-conirolling interests and goodwill impairment test

2018-02

FIC Q&A Fair value of PPE and depreciated replacement cost

2018-03

PIC Q8A Inability to measure fair value reliably for biological assels

2018-04 within the scope of PAS 41

PiC Q8A Mainlenarice requirement of an asset held under lease

2018-05

PIC Q&A Cost of investment in subsidiaries in 8F8 when pooling is

2018-06 applied

PiC Q&A Cost of an associate, joint venture, or subsidiary in

2018-07 separate financial statements

PIC Q&A Accounting for the acquisition of non-wholly owned

2018-08 subsidiary that is not a business

PIC Q&A Classiication of deposils and progress paymenis as

2018-09 monetary or non-rmonetary items

PIC Q&A Scope of disclosure of inventory write-down

201810

PIC Q8A Classification of land by real estate developer

2018-11

PIC QA PFRS 15 implementation issues affecting the real estate

201812 industry

PIC Q&A Conforming Changes to PIC Q8As - Cycle 2018

2018-13

PIC Q&A PFRS 15 - Accounting for Cancellation of Resl Eslate

201814

Sales




PIC QGBA AS 1- Classification of Advances to Coniractors in the v

201815 Nature of Prepayments: Current va. Non-current
PIC Q&A PFRS 13 - Level of fair value hierarchy of government
2018-16 securities using Bloomberg's standard rule an fair value v
hierarchy
Legend:

Adopted - means a particular standard or interpretation is relevant to the operations of the entily (even if it has no
effect or no material effect on the financial statements), for which there may be a relaled particular accounling
policy made in the financial stalements and/or there are current transactions the amounts or balances of which are
disciosed on the face or in the noles of the financial statements.

Not Adopted - means a particular standard or inlerprelation is effective bul the enlily did not adopt it dug lo elther
of these two reasons: 1) The enlity has deviated or departed from the requirements of such standard or
intarprefation; or 2) The standard provides for an option to early adopt if but the entity decided othsrwise.

Not Applicable - means the standard or inlerpretation is not refevant at all to the aperations of the entily.
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