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We have audited the financial statements of DBP Insurance Brokerage Incorporated
(the "Company”) as at and for the year ended December 31, 2020, on which we have rendered
our report dated July 16, 2021, Our audit was conducted for the purpose of forming an opinion
on the financial statements taken as a whole. The applicable information in the attached annual
report of the Company for the year ended December 31, 2020, as required by the Insurance
Commission, is presented for purposes of additional analysis and is not a required part of the
basic financial statements, and in cur opinion, is fairly presented in all material respects when
considered in relation to the basic financial statements taken as a whole.
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Shareholders
DBP INSURANCE BROKERAGE INCORPORATED
Ground Floor, DBP Building

Sen. Gil Puyat Ave., corner Makati Ave.

Makati City, Philippines

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of DBP Insurance Brokerage Incorporated
{the “Cempany”) which comprise the statements of financial position as at December 31, 2020
and 2019, and the statements of comprehensive income, statements of changes in equity and
statements of cash flows for years then ended, and notes to the financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
flnancial position of the Company as at December 31, 2020 and 2019, and its financial performance
and its cash flows for years then ended, in accordance with Philippine Financial Reporting Standards
(PFRS).

Basis for Opinion

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

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

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with PFRS, 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, matters 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 has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Company's financial reporting
process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

+ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

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

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal contro! that we identify during our audits.
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Report on Other Legal and Regulatory Reqguirements

Report on the Supplementary Information Required by Bureau of Internal Revenue

Our audits were conducted for the purpose of forming an opinion on the hasic financial
statements taken as a whole. The supplementary information in Note 26 to the financial
statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the basic financial statements., Such supplementary information is the
responsibility of Management and has been subjected to the auditing procedures applied in our
audits of the basic financial statements. In our opinion, the supplementary information is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.
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DBP INSURANCE BROKERAGE INCORPORATED

STATEMENTS OF FINANCIAL POSITION

December 31

Notes 2020 2019
ASSETS
Cash 6 P99,009,486 P62,159,049
Short-term investment 7 10,000,000 10,000,000
Commissions and other receivables - net 8 28,760,851 25,662,375
Prepaid taxes 9 - 429,164
Prepayments and other current assets - net 9 1,174,038 634,848
Total Current Assets 138,944,375 08,885,436
Non-current Assets
Property and equipment - net 10 110,599 20,870
Right-of-use assets - net 14 609,086 961,413
Deferred tax assets - net 22 6,127,895 2,825,371
Total Non-current Assets 6,847,580 3,807,654
P145,791,955 P102,693,090
LIABILITIES AND EQUITY
Current Liabilities
Due to insurance companies 11 P46,998,375 P25,395,694
Lease liabilities 14 538,649 849,480
Accrued expenses and other payables 12 17,290,545 14,724,264
Due to shareholders 13 15,767,095 12,356,776
Income tax liability 2,627,934 -
Total Current Liabilities 83,222,598 53,326,214
Non-Current Liability
Lease liabilities, net of current portion 14 - 147,875
83,222,598 53,474,089
Equity
Share capital 15 10,000,000 19,000,000
Retained earnings 15 52,569,357 39,219,001
62,569,357 49,219,001
P145,791,955 P102,693,090

See Notes to Financial Statementis.
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DBP INSURANCE BROKERAGE INCORPORATED

STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended December 31

Notes 2020 2019

Revenues
Commissions 16, 26 P56,171,893 P45,494,353
Other income 17 279,289 230,188

56,451,182 45,724,541
Expenses .
Outside services 18 19,843,125 18,716,971
Bad debts expense 8 11,146,152 560,979
Salaries and other employee benefits 19 4,015,408 3,992,248
Depreciation 10, 14 1,089,419 865,984
Taxes and licenses 500,215 358,268
Communications 242,603 303,782
Office supplies 142,980 115,796
Rent 13, 20 44,955 59,863
Utillities 37,596 102,621
Representation and entertainment 38,864 89,594
Finance cost i4 36,167 101,894
Others 270,860 280,637

37,408,344 25,548,637
Profit Before Tax 19,042,838 20,175,904
Income Tax Expense 21, 22 5,692,480 6,034,752
Profit for the Year and Total Comprehensive Income P13,350,356 Pi4,141,152

See Notes to Financial Statements.
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DBP INSURANCE BROKERAGE INCORPORATED

STATEMENTS OF CHANGES IN EQUITY

Retained
Share Capital Earnings -
{Note 15) (Note 15) Total
Balance, January 1, 2019 P10,000,000 P25,077,849 35,077,849
Profif for the year - 14,141,152 14,141,152
Baiance, January 1, 2020 10,000,000 39,219,001 49,219,001
Profit for the year 13,350,356 13,350,356
Balance, December 31, 2020 P10,000,000 P52,569,357 62,569,357

See Notes to Financial Statements.
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DBP INSURANCE BROKERAGE INCORPORATED

STATEMENTS OF CASH FLOWS

For the Years Ended December 31

Notes 2020 2019
Cash Flows from Operating Activities
Profit before tax P19,042,838 P20,175,904
Adjustments for:
Provision for bad debts 8 11,121,433 551,706
Depreciation 10, 14 1,089,419 865,984
Interest income 6,7 (279,289) (230,188)
Interest expense on lease liabilities 14 36,167 101,894
Unrealized foreign exchange loss - net 31,601 38,244
Direct write-off of cornmissions receivable 8 - 9,273
Operating profit before warking capital changes 31,042,169 21,512,817
Increase in:
Prepayments and other current assets (835,864) (452,455)
Commissions and other receivables (14,219,911) (3,445,378)
Increase (Decrease) in:
Due to insurance companies 21,602,681 (9,377,455)
Accrued expenses and other payables 2,510,493 6,068,026
Due to stockholders 3,410,319 1,029,239
Cash generated from operations 43,509,887 15,334,794
Income taxes paid (5,882,118} (6,301,728)
Interest expenses paid (36,167) {101,894)
Interest received 279,289 61,035
Net cash generated from operating activities 37,870,890 8,992,207
Cash Flow used in Investing Activities
Acquisitions of property and equipment 10 (135,000} (21,420)
Maturity of short-term investment 7 - 60,667
Net cash from (used in) investing activities {135,000) 39,247
Cash Flow used in a Financing Activity
Payment of lease liabilities 14 (853,853) {890,021)
Effect of Foreign Exchange Rate Changes (31,601} {38,244)
Net Increase in Cash 36,850,436 8,103,189
Cash, Beginning 62,159,049 54,055,860
Cash, End P99,009,486 P&2,159,049

See Notes to Financial Statements,
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DBP INSURANCE EROKERAGE INCORPORATED

NOTES TO FINANCIAL STATEMENTS
AS AT AND FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

1. CORPORATE INFORMATION

DBP Insurance Brokerage Incorporated (the “Company”) was incorporated and
registered with the Philippine Securities and Exchange Commission (SEC) on
June 21, 2006, The Company is presently engaged in brokering all types of insurance
contracts and in any other manner such as aiding in taking out insurance, collecting
payments of premiums due on such policies and doing such other business as may be
delegated to brokers or such companies in the conduct of an insurance brokerage
business.

The Company secured an Insurance broker license from the Insurance Commission (IC) of
the Department of Finance which is valid until December 31, 2018, On December 28, 2018,
the Company renewed its license which is effective on January 1, 2019 and valid until
December 31, 2021.

In 2005, a joint venture agreement among Development Bank of the Philippines (DBP),
DBP-Provident Fund (DBP-PF) and Alexander Forbes Risk Services Philippines, Inc., whose
new name is Lockton Philippines Insurance and Reinsurance Brokers, Inc. (Lockton), was
consummated to form the Company. Lockton was chosen as the strategic partner through
a bidding process. PBP and Lockton own 40% each of the Company while DBP-PF
owns 20%.

The Company's registered address and principal place of business is at the Ground Floor,
DBP Building, Sen. Gil Puyat corner Makati Avenues, Makati City, Philippines.

2, FINANCIAL REPORTING FRAMEWORK AND BASIS OF PREPARATION AND
PRESENTATION

Statement of Compliance

The financial statements of the Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS), which include all applicable PFRS,
Philippine Accounting Standards (PAS) and interpretations issued by the International
Financial Reporting Interpretations Committee (IFRIC), Philippine Interpretations
Committee (PIC) and Standing Interpretations Committee {SIC), as approved by the
Financial Reporting Standards Council {FRSC} and the Board of Accountancy (BOA), and
adopted by the SEC,

Basis of Preparation and Presentation

The financial statements have been prepared on the historical cost basis except for
certain financial instruments carried at amortized cost.

Historical cost is generally based on the falr value of the consideration given in exchange
for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date,
regardless of whether that price is directly observable or estimated using another
valuation technique. In estimating the fair value of an asset or a liability, the Company
takes into account the characteristics of the asset or liability if market participants would
take those characteristics into account when pricing the asset or liability at the
measurement date.
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In addition, for financial reporting purposes, fair value measurements are categorized
into Level 1, 2 or 3 based on the degree to which the inputs to the fair value
measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

= Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets
or liabilities that the Company can access at the measurement date;

* Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

Functional and Presentation Currency

These financial statements are presented in Philippine Peso, the currency of the primary
economic envirenment in which the Company operates. All amounts are presented to
the nearest peso, except when otherwise indicated.

ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

Adoption of New and Revised Accounting Standards Effective in 2020

The Company adopted all accounting standards and interpretations as at
December 31, 2020. The new and revised accounting standards and interpretations that
have been published by the International Accounting Standards Board (IASB) and
approved by the FRSC in the Philippines, were assessed to be applicable to the
Company’s financial statements, are as follows:

Amendments to PAS 1 and PAS 8, Definition of Materfal

The amendments relate to a revised definition of 'material':

“Information is material if omitting, misstating or obscuring it could reasonably be
expected to influence 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.”

Three new aspects of the new definition include (i) obscuring; (ii) could reasonably be
expected to influence; and (iil) primary users,

The amendments stress especially five ways material information can be obscured:

» if the language regarding a material item, transaction or other event is vague or
unclear;

« if information regarding & material item, transaction or other event is scattered In
different places in the financial statements;

« if dissimilar items, transactions or other events are inappropriately aggregated;
« if similar items, transactions or other events are inappropriately disaggregated; and

« if material information is hidden by immaterial information to the extent that it
becomes unclear what information is material,

The amendments are effective for periods beginning on or after January 1, 2020. Earlier
application is permitted.

The amendment to the accounting standards has no impact to the financial statements,
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New Accounting Standards Effective after the Reporting Period Ended
December 31, 2020

Amendments to PFRS 16, Covid-19-Related Rent Concessions beyond June 30, 2021

The amendment on IFRS 16 Leases to provide lessees with an exemption from assessing
whether a COVID-19-related rent concession is a lease modification. The changes permit
a lessee to apply the practical expedient regarding COVID-19-related rent concessions to
rent concessions for which any reduction In lease payments affects only payments
originally due on or before June 30, 2022 (rather than only payments originally due on or
before June 30, 2021).

The practical expedient applies only to rent concessions occurring as a direct consequence
of COVID-19 and only if all of the following conditions are met:

a) The change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately
preceding the change;

b} Any reduction in lease payments affects only payments originally due on or before
June 30, 2022 (a rent concession meets this condition if it results in reduced lease
payments on or before June 30, 2022 and increased |ease payments that extend
beyond June 30, 2022); and

c) There is no substantive change to other terms and conditions of the lease,

The amendment is effective for annual reporting periods beginning on or after
April 1, 2021. Earlier application permitted, including in finandal statements not yet
authorized for issue at the date the amendment is issued.

The Management does not anticipate that the standard will have significant impact on the
financial statements since the Company does not have any rent concession with its lessor.

PFRS 17, Insurance Contracts

PFRS 17 establishes the principles for the recognition, measurement, presentation and
disclosure of insurance contracts and supersedes PFRS 4, Insurance Contracts,

PFRS 17 outlines a general model, which is medified for insurance contracts with direct
participation features, described as the variable fee approach. The general model is
simplified if certain criteria are met by measuring the llability for remaining coverage using
the premium allocation approach.

The general model uses current assumptions to estimate the amount, timing and
uncertainty of future cash flows and it explicitly measures the cost of that uncertainty. It
takes into account market interest rates and the impact of policyholders’ options and
guarantees.

An amendment issued on June 2020 and adopted by FRSC on August 2020 addresses
concerns and implementation challenges that were identified after PFRS 17 was published.

PFRS 17 must be applied retrospectively unless impracticable, in which case the modified
retrospective approach or the fair value approach is applied.

For the purpose of the transition requirements, the date of initial application is the start if
the annual reporting period in which the Company first applies the Standard, and the
transition date is the beginning of the period immediately preceding the date of initial
application.

The standard (incorporating the amendments) is effective for periods beginning on or after
January 1, 2023, Earlier application is permitted

The Management does not anticipate that the standard will have significant impact on the
financial statements since the Company does not issue insurance contracts.
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Amendments to PFRS 3, References fo the Conceptual Framework

The amendments update PFRS 3 so that it refers to the 2018 Conceptual Framework
instead of the 1989 Framework. They also add to PFRS 3 a requirement that, for
obligations within the scope of PAS 37, an acquirer applies PAS 37 to determine whether
at the acquisition date a present obligation exists as a result of past events, For a levy that
would be within the scope of IFRIC 21, Levies, the acquirer applies IFRIC 21 to determine
whether the obligating event that gives rise to a liability to pay the levy has occurred by
the acquisition date.

The amendments also add an explicit statement that an acquirer does not recognize
contingent assets acquired in a business combination.

The amendments are effective for business combinations for which the date of acquisition
is on or after the beginning of the first annual period beginning on or after
January 1, 2022. Early application is permitted if a Company also applies all other updated
references (published together with the updated Conceptual Framework) at the same time
or earlier.

The Management does not anticipate that the amendments will have significant impact on
the financial statements since the Company does not plan to enter into business
combinations.

Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor
and Its Associate or Joint Venture

The amendments to PFRS 10 and PAS 28 deal with situations where there is a sale or
contribution of assets between an investor and its associate or joint venture. Specifically,
the amendments state that gains or losses resulting from the loss of control of a subsidiary
that does not contain a business in a transaction with an assaciate or a joint venture that
is accounted for using the equity method, are recognized in the parent’s profit or loss only
to the extent of the unrelated investors’ interests in that associate or joint venture.
Similarly, gains and losses resulting from the remeasurement of investments retained in
any former subsidiary (that has become an associate or a joint venture that is accounted
for using the equity method) to fair value are recognized in the former parent’s profit or
loss only to the extent of the unrelated investors’ interests in the new associate or joint
venture.

The effective date of the amendments has yet to be set by the Board; however, earlier
application of the amendments is permitted.

The Management is still evaluating the impact of the amendments on the Company’s
financial statements,

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

The amendments to PAS 1 affect only the presentation of liabilities as current or
non-current in the statement of financial position and not the amount or timing of
recognition of any asset, liability, income or expenses, or the information disclosed about
those items.

The amendments clarify that the classification of liabilities as current or non-current is
based on rights that are in existence at the end of the reporting period, specify that
classification is unaffected by expectations about whether an Company will exercise its
right to defer settlement of a liability, explain that rights are in existence if covenants are
complied with at the end of the reporting period, and introduce a definition of ‘settlement’
to make clear that settlement refers to the transfer to the counterparty of cash, equity
instruments, other assets or services.

The amendments are applied retrospectively for annual periods beginning on or after
January 1, 2023, with early application permitted.

The Management is still evaluating the impact of the amendments on the Company’s
financial statements.
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Amendments to PAS 16, Property, Plant and Equipment — Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of property, plant and
equipment any proceeds from selling items produced before that asset is available for use,
i.e. proceeds while bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management, Consequently, a Company
recognizes such sales proceeds and related costs in profit or loss. The Company measures
the cost of those items in accordance with PAS 2, Inventories.

The amendments also clarify the meaning of ‘testing whether an asset is functioning
properly’. PAS 16 now specifies this as assessing whether the technical and physical
performance of the asset is such that it is capable of being used in the production or supply
of goods or services, for rental to others, or for administrative purposes.

If not presented separately in the statement of comprehensive income, the financial
statements shall disclose the amounts of proceeds and cost included in profit or loss that
relate to items produced that are not an output of the Company’s ordinary activities, and
which line item{s) in the statement of comprehensive income include(s) such proceeds
and cost.

The amendments are applied retrospectively, but only to items of property, plant and
equipment that are brought to the location and condition necessary for them to be capable
of operating in the manner intended by management on or after the beginning of the
earliest period presented in the financial statements in which the Company first applies
the amendments,

The Company shall recognize the cumulative effect of initially applying the amendments
as an adjustment to the opening balance of retained earnings (or other component of
equity, as appropriate) at the beginning of that earliest period presented.

The amendments are effective for annual periods beginning on or after January 1, 2022,
with early application permitted.

The Management does not anticipate that the amendments will have significant impact on
the financial statements since the Company does not have any property, plant and
equipment that produces items.

Amendments to PAS 37, Onerous Contracts — Cost of Fulfilling a Contract

The amendments specify that the ‘cost of fulfilling” a contract comprises the *costs that
relate directly to the contract’. Costs that relate directly to a contract consist of both the
incremental costs of fulfilling that contract {examples would be direct labour or materials)
and an allocation of other costs that relate directly to fulfilling contracts (an example would
be the allocation of the depreciation charge for an item of property, plant and equipment
used in fulfiliing the contract).

The amendments apply to contracts for which the Company has not yet fulfilled all its
obligations at the beginning of the annual reporting period in which the Company first
applies the amendments. Comparatives are not restated. Instead, the Company shall
recognize the cumulative effect of initially applying the amendments as an adjustment to
the opening balance of retained earnings or other component of equity, as appropriate, at
the date of initial application.

The amendments are effective for annual periods beginning on or after January 1, 2022,
with early application permitted.

The Management is still evaluating the impact of the amendments on the Company’s
financial statements.
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Annual Improvernents to PFRS Standards 2018-2020 Cycle

Amendments to PFRS 1 - Subsidiary as a first-time adopter

The amendment provides additional relief to a subsidiary which becomes a first-time
adopter later than its parent in respect of accounting for cumulative translation differences.
As a result of the amendment, a subsidiary that uses the exemption in PFRS 1:D16{a) can
now also elect to measure cumulative translation differences for all foreign operations at
the carrying amount that would be included in the parent’s consolidated financial
statements, based on the parent’s date of transition to PFRS Standards, if no adjustments
were made for consclidation procedures and for the effects of the business combination in
which the parent acquired the subsidiary. A similar election is available to an associate or
joint venture that uses the exemption in PFRS 1:D16(a).

The amendment is effective for annual periods beginning on or after January 1, 2022, with
early application permitted.

The Management does not anticipate that the amendments will have significant impact on
the financial statements since the Company has no investment in subsidiaries.

Amendments to PFRS 9 - Fees in the 10 per cent’ test for derecognition of financial
liabilities

The amendment clarifies that in applying the ‘10 per cent’ test to assess whether to
derecognize a financial liability, an Company includes only fees paid or received between

the Company (the borrower) and the lender, including fees paid or received by either the
Company or the lender on the other’s behalf.

The amendment is applied prospectively to modifications and exchanges that occur on or
after the date the Company first applies the amendment,

The amendment is effective for annual periods beginning on or after January 1, 2022, with
early application permitted.

The Management is still evaluating the impact of the amendments on the Company’s
financial statements.
Amendments to PFRS 16 — Lease [ncentives

The amendment removes the illustration of the reimbursement of leasehold
improvements.

As the amendment to PFRS 16 only regards an illustrative example, no effective date is
stated.

The Management is still evaluating the impact of the amendments on the Company’s
financial statements.

Amendments to PAS 41 - Taxation in fair value measurements

The amendment removes the requirement in PAS 41 for entities to exclude cash flows for
taxation when measuring fair value. This aligns the fair value measurement in PAS 41 with
the requirements of PFRS 13 Fair Value Measurement to use internally consistent cash
flows and discount rates and enables preparers to determine whether to use pretax or
post-tax cash flows and discount rates for the most appropriate fair value measurement,

The amendment is applied prospectively, i.e. for fair value measurements on or after the
date a Company initially applies the amendment.,

The amendment is effective for annual periods beginning on or after January 1, 2022, with
early application permitted.

The Management is still evaluating the impact of the amendments on the Company's
financial statements.
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Amendments to PAS 1 and PFRS Practice Statement 2, Disclosure Initiative - Accounting
Policies

The amendments are as follows:

* An entity is now required to disclose its material accounting policy information
instead of its significant accounting policies

» several paragraphs are added to explain how an entity can identify material
accounting policy information and to give examples of when accounting policy
information is likely to be material;

+ the amendments clarify that accounting policy infermation may be material because
of its nature, even If the related amounts are immaterial;

+« the amendments clarify that accounting policy information is material if users of an
entity’s financial statements would need it to understand other material information
in the financial statements; and

+ the amendments clarify that if an entity discloses immaterial accounting policy
information, such information shall not obscure material accounting policy
information

The amendments are applied prospectively. The amendments to PAS 1 are effective for
annual periods beginning on or after January 1, 2023. Earlier application is permitted.

The Management is still evaluating the impact of the amendments on the Company's
financial statements.

Amendments to PAS 8, Definition of Accounting Estimates

With the amendment, accounting estimates are now defined as “monetary amounts in
financial statements that are subject to measurement uncertainty.”

The amendment clarified that a change in accounting estimate that results from new
information or new developments is not the correction of an error. In addition, the effects
of a change in an input or a measurement technique used to develop an accounting
estimate are changes in accounting estimates if they do not result from the correction
of prior period errors. '

A change in an accounting estimate may affect only the current period’s profit or loss,
or the profit or foss of both the current period and future periods. The effect of the
change relating to the current period is recognized as income or expense in the current
period. The effect, if any, on future periods is recognized as income or expense in those
future periods

The amendments are effective for annual periods beginning on or after January 1, 2023
and changes in accounting policies and changes in accounting estimates that occur on
or after the start of that period. Earlier application is permitted.

The Management is still evaluating the impact of the amendments on the Company’s
financial statements.
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4.

PIC Q&A No. 2020-07, PAS 12 - Accounting for the Proposed Changes in Income Tax
Rates under the Corporate Recovery and Tax Incentives for Enterprises Act (CREATE)
Bil

The interpretation explained the details of the CREATE bill and its impact on the financial
statements once passed.

Interpretation discussed that impact on the financial statements ending
December 31, 2020 are as follows:

+ Current and deferred taxes will still be measured using the applicable income tax
rate as of December 31, 2020

= If the CREATE bill is enacted before financial statements’ issue date, this will be a
non-adjusting event but the significant effects of changes in tax rates on current and
deferred tax assets and liabilities should be disclosed

» If the CREATE bill is enacted after financial statements’ issue date but before filing
of the income tax return, this is no longer a subsequent event but companies may
consider disclosing the general key feature of the bill and the expected impact on
the FS.

For the financial statements ending December 31, 2021, the impact are as follows:

+ Standard provides that component of tax expense(income) may include “any
adjustments recognized in the period for current tax of prior periods” and “the
amount of deferred tax expense(income) relating to changes in tax rates or the
imposition of new taxes”

* An explanation of changes in the applicable income tax rates to the previous
accounting period is also required to be disclosed

» The provision for current income tax for the year 2021 will include the difference
between income tax per 2020 financial statements and 2020 income tax return

» Deferred tax assets and liabllities as of December 31, 2021, will be remeasured using
the new tax rates

+ Any movement in deferred taxes arising from the change in tax rates that will form
part of the provision for/benefit from deferred taxes will be included as well in the
effective tax rate reconciliation

The interpretation is effective on or after January 29, 2021,

The effects of the changes computed without regard to the specific date when specific
sales, purchases and other transactions occur as provided for under Section 27(A) of
the CREATE Act are disclosed in Note 21.

SIGNIFICANT ACCOUNTING POLICIES

Financial Instruments

Financial assets and financial liabilities are recognized in the Company's financial
statements when the Company becomes a party to the contractual provisions of the
instrument.

Financial Assets

Initial recognition

Financial assets and financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities are added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition,
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Classification and subseguent measurement

All regular way purchases or sales of financial assets are recognized and deracognized on a
trade date basis. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the period established by regulation or convention in the
marketplace.

All recognized financial assets are subsequently measured in their entirety at either amortized
cost or fair value, depending on the classification of the financial assets.

Financial assets that are held within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows that are solely payments of
principal and interest (SPPI) on the principal amount outstanding, are subsequently measured
at amortized cost.

Amortized cost and effective interest method

The effective interest method is a method of calculating the amortized cost of a financial asset
and of allocating interest income over the relevant period.

For financial instruments, the effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums or discounts) excluding
expected credit losses, through the expected life of the cash in bank and short-term
investment, or, where appropriate, a shorter period, to the gross carrying amount of the cash
in bank and short-term investment on initial recognition.

The amortized cost of a financial asset is the amount at which the financial asset is measured
at initial recognition minus the principal repayments, plus the cumulative amortization using
the effective interest method of any difference between that initial amount and the maturity
amount, adjusted for any loss allowance. On the other hand, the gross carrying amount of a
finandial asset is the amortized cost of a financial asset before adjusting for any loss allowance.

Interest iIncome is recognized using the effective interest method for cash in bank and short-
term investment measured subsequently at amortized cost.

For financial assets that have subsequently become credit-impaired, Interest income is
recognized by applying the effective interest rate to the amortized cost of the finandial asset,
If, in subsequent reporting periods, the credit risk on the credit-impaired financial instrument
improves so that the finandial asset is no longer credit-impaired, interest income is racognized
by applying the effective interest rate to the gross carrying amount of the financial asset.

The Company's financial assets classified under this category include cash, short-term
investment (including accrued interest) and commissions receivable.

Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses (ECL) on commissions
receivable measured at amortized cost.

The amount of expected credit losses is updated at each reporting date to reflect changes in
credit risk since initial recognition of the respective financial instrument.

The Company always recognizes lifetime ECL for commissions receivable. The expected credit
losses on these financial assets are estimated using a provision matrix based on the Cormpany’s
historical credit loss experience, adjusted for factors that are specific to the debtors, general
economic conditions and an assessment, of both the current as well as the forecast direction of
conditions at the reporting date, including time value of money where appropriate.

For all other financial instruments, the Company recognizes lifetime ECL when there has been
a significant increase in credit risk since initial recognition. If, on the other hand, the credit risk
on the financial instrument has not increased significantly since initial recognition, the
Company measures the loss allowance for that financial instrument at an amount equal to 12-
month ECL. The assessment of whether lifetime ECL should be recognized is based on
significant increases in the likelihood or risk of a default occurring since initlal recognition
instead of on evidence of a financial asset being credit-impaired at the reporting date or an
actual default occurring,
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Lifetime ECL represents the expected credit losses that will result from all possible
default events over the expected life of a financial instrument. In contrast, 12-month
ECL represents the portion of lifetime ECL that is expected to result from default events
on a financial instrument that are possible within 12 months after the reporting date.

ECLs are a probability-weighted estimate of the present value of credit [osses. These are
measured as the present value of the difference between the cash flows due to the
Company under the contract and the cash flows that the Company expects to receive
arising from the weighting of multiple future economic scenatios, discounted at the
asset’s effective interest rate.

The Company measures ECL on an individual basis, or on a collective basis for portfolios
of loans that share similar economic risk characteristics. The measurement of the loss
allowance is based on the present value of the asset’s expected cash flows using the
asset’s original effective interest rate (EIR) method, regardless of whether it is measured
on an individual basis or a collective basis.

Significant increase in credit risk

The Company monitors commissions receivable subject to the impairment requirements
to assess whether there has been a significant increase in credit risk since initial
recognition. If there has been a significant increase in credit risk the Company will
measure the loss allowance based on lifetime rather than 12-month ECL, The Company
used a practical expedient.

In assessing whether the credit risk on a financial instrument has increased significantly
since initial recognition, the Company compares the risk of a default occurring on the
financial instrument at the reporting date based on the remaining maturity of the
instrument with the risk of a default occurring that was anticipated for the remaining
maturity at the current reporting date when the financial instrument was first recognized.
In making this assessment, the Company considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or effort,

Forward-looking information considered includes the future prospects of the industries
in which the Company’s debtors operate, obtained from economic expert reports,
financial analysts, governmental bodies, relevant think-tanks and other similar
organizations, as well as consideration of various external sources of actual and forecast
economic information that relate to the Company’s core operations.

In particular, the following information is taken into account when assessing whether
credit risk has increased significantly since initial recognition:

s an actual or expected significant deterioration in the financial instrument’s external
(if available) or internal credit rating;

» significant deterioration in external market indicators of credit risk for a particular
financial instrument (e.g. a significant increase in the credit spread, the credit default
swap prices for the debtor, or the length of time or the extent to which the fair value
of a financial asset has been less than its amortized cost);

+ existing or forecast adverse changes in business, financial or economic conditions
that are expected to cause a significant decrease in the debtor's ability to meet its
debt obligations;

« an actual or expected significant deterioration in the operating results of the debtor;
+ significant increases in credit risk on other financial instruments of the same debtor;

* an actual or expected significant adverse change in the requlatory, economic, or
technological environment of the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the
credit risk on commissions receivable has increased significantly since initial recognition
when contractual payments are less than or equal to one year past due, unless the
Company has reasonable and supportable information that demonstrates otherwise,
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Despite the foregoing, the Company assumes that the credit risk on a financial
instrument has not increased significantly since initial recognition If the financial
instrument is determined to have low credit risk at the reporting date.

A financial instrument is determined to have low credit risk if:
* The financial instrument has a low risk of default;

+ The debtor has a strong capacity to meet its contractual cash flow obligations in the
near term; and

+ Adverse changes in economic and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower to fulfil its contractual cash
flow obligaticns.

The Company regularly monitors the effectiveness of the criteria used to identify whether
there has been a significant increase in credit risk and revises them as appropriate to
ensure that the criteria are capable of identifying significant increase in credit risk before
the amount becomes past due.

Default

Critical to the determination of ECL is the definition of default. The definition of default
is used in measuring the amount of ECL and in the determination of whether the loss
allowance is based on 12-month or lifetime ECL, as default is a component of the
probability of default (PD) which affects both the measurement of ECLs and the
identification of a significant increase in credit risk. PD constitutes a key input in
measuring ECL, PD is an estimate of the likelihood of default over a given time horizon,
the calculation of which includes historical data, assumptions and expectations of future
conditions.

The Company considers the following as constituting an event of default for internal
credit risk management purposes as historical experience indicates that financial assets
that meet either of the following criteria are generally not recoverable:

+ when there is a breach of financial covenants by the debtor; or

« information developed internally or obtained from external sources indicates that the
debtor is unlikely to pay its creditors, including the Company, in full {(without taking
into account any collateral held by the Company).

Irrespective of the above analysis, the Company considers that default has occurred
when a financial asset is more than cne year past due unless the Company has
reasonable and supportable information to demonstrate that a more lagging default
criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the financlal asset have occurred. Evidence
of credit-impairment includes cbservable data about the following events:

+ significant financial difficulty of the borrower or issuer;
= a breach of contract such as a default or past due event;

+ the lender of the borrower, for economic or contractual reasons relating to the
borrower’s financial difficuity, having granted to the borrower a concession that the
lender would not otherwise consider;

+ it is becoming probable that the borrower will enter bankruptcy or other financial
reorganization;

+ the disappearance of an active market for a security because of financial difficulties; or

+ the purchase of a financial asset at a deep discount that reflects the incurred credit
losses.
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It may not be possible to identify a single discrete event—instead, the combined effect
of several events may have caused financial assets to become credit-impaired. The
Company assesses whether cash in banks, commissions receivable, and short-term
investment that are financial assets measured at amortized cost are credit-impaired at
each reporting date. To assess if these financial assets are credit impaired, the Company
considers factors such as credit ratings and the ability of the insurer to settle its
contractual obligation.

Write-off

The Company writes off a financial asset when there is information Indicating that the
debtor is in severe financial difficulty and there is no realistic prospect of recovery, and
when the commission receivable is deemed worthless.

Financial assets written off may still be subject to enforcement activities under the
Company’s recovery procedures, taking into account legal advice where appropriate.
Any recoveries made are recognized in profit or loss.

The Company has written off long outstanding commission receivables as these
receivables show no realistic prospect of recovery as disclosed in Note 8.

Measurement and recognition of expected credit losses

The measurement of ECL is a function of the probability of default, loss given default
(i.e. the magnitude of the loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given default is based on historical data
adjusted by forward-looking information.

As for the exposure at default, for financial assets, this is represented by the assets’
gross carrying amount at the reporting date. The Company’s understanding of the
specific future financing needs of the debtors, and other relevant forward-looking
information.

For financial assets, the ECL is estimated as the difference between all contractual cash
flows that are due to the Company in accordance with the contract and all the cash flows
that the Company expects to receive, discounted at the original effective interest rate.

If the Company has measured the loss allowance for a financial instrument at an amount
equal to lifetime ECL in the previous reporting period, but determines at the current
reporting date that the conditions for lifetime ECL are no longer met, the Company
measures the loss allowance at an amount equal to 12-month ECL at the current
reporting date, except for assets for which simplified approach was used.

The Company recognizes an Impairment gain or loss in profit or loss for all financial
instruments with a corresponding adjustment to their carrying amount through a loss
allowance account.

Presentation of allowance for ECL in the statements of financial position

Loss allowances for ECL are presented in the statements of financial position for financial
assets measured at amortized cost as a deduction from the gross carrying amount of
the assets.

Derecognition

The Company derecognizes a financial asset only when the contractual rights to the
assel’s cash flows expire or when the financial asset and substantially all the risks and
rewards of ownership of the asset are transferred to another entity. If the Company
neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognizes its retained interest
in the asset and an associated liability for amounts it may have to pay. If the Company
retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Company continues to recognize the financial asset and also recognizes a
collateralized borrowing for the proceeds received.
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Financial Liabilities and Equity Instruments

Financial liabilities

All financial liabilities are measured subsequently at amortized cost using the effective
interest method.

Financial liabilities measured subsequently at amortized cost

Financial iiabilities that are not (i} contingent consideration of an acquirer in a business
combination, (ii} held-for-trading, or (iii} designated as at FVTPL, are measured
subsequently at amortized cost using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash payments (including all fees
and points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the
financial liability, or {where appropriate) a shorter period, to the amortized cost of a
financial liability.

Derecognition of financial liabilities

The Company derecognizes financial fiabilities when, and only when, the Company’s
obligations are discharged, cancelled or have expired. The difference between the
carrying amount of the financial liability derecognized and the consideration paid and
payable is recognized in profit or loss.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of
the Company after deducting all of its liabilities. Equity instruments issued by Company
are recognized at the proceeds received, net of direct issue costs.

Share capital

Share capital is classified as equity. Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a deduction from the proceeds, net of
tax.

Retained earnings

Retained earnings represent accumulated profit attributable to equity holders of the
Company after deducting dividends declared. Retained earnings may also include effect
of changes in accounting policy as may be required by the standard’s transitional
provisions.

Prepayments

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

Prepayments are classified in the statements of financial position as current assets when
the cost of goods or services related to the prepayments are expected to be incurred
within one year. Otherwise, prepayments are classified as non-current assets.
Property and Equipment

Property and equipment are initially measured at cost. The cost of an item of property
and equipment comprises:

= its purchase price, including import duties and non-refundable purchase taxes,
after deducting trade discounts and rebates; and

+« any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating In the manner intended by Management,
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Purchased software that is integral to the functionality of the related equipment is
capitalized as part of that equipment.

At the end of each reporting period, items of property and equipment measured using
the cost model are carried at cost less any subsequent accumulated depreciation and
impairment, losses.

Depreciation and ameortization are computed using the straight-line method over the
estimated useful lives of the assets as foliows:

Transportation equipment 5 years
Office and computer equipment 2 to 5 years

Leasehold fmprovements are amortized over the useful life of three years or when
shorter, the term of the relevant lease,

An item of property and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Gain or
loss arising on the disposal or retirement of an asset is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognized in
profit or loss.

Impairment of Tangible Assets

At the end of each reporting period, the Company assesses whether there is any
indication that any of its tangible assets may have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. When it is not possible to estimate
the recoverable amount of an individual asset, the Company estimates the recoverable
amount of the cash-generating unit (CGU) to which the asset belongs. When a
reasonable and consistent basis of allocation can be identified, assets are also allocated
to individual CGU, or otherwise they are allocated to the smallest group of CGU for which
a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value-in-use,
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 assessments of
the time value of money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying
amount, the carrying amount of the asset (or CGU) is reduced to its recoverable amount.
An impairment [oss is recognized as an expense, Impairment losses recognized in
respect of CGUs are allocated first to reduce the carrying amount of any goodwill
allocated to the units, and then to reduce the carrying amounts of the other assets in
the unit (group of units) on a pro-rata basis.

Impairment losses recognized in prior periods are assessed at the end of each reporting
period for any indications that the loss has decreased or no longer exists.
An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent
that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortization, if no impairment loss had been
recognized. A reversal of an impairment loss is recognized as income.
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Provisions and Contingent Liabilities

Provisions

Provisions are recognized when the Company has a present obligation, either legal or
constructive, as a result of a past event, it is probable that the Company will be required
to settle the obligation through an outflow of resources embodying economic benefits,
and the amount of the abligation can be estimated reliably.

The amount of the provision recognized is the best estimate of the consideration required
to settle the present obligation at the end of each reporting period, taking into account
the risks and uncertainties surrounding the obligation. A provision is measured using the
cash flows estimated to settle the present obligation; its carrying amount is the present
value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to
be recovered from a third party, the receivable is recognized as an asset if it is virtually
certain that reimbursement will be received and the amount of the receivable can be
measuread reliably.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the
current best estimate.

If it is no longer probable that a transfer of economic benefits will be required to settle
the obligation, the provision should be reversed.

Contingent liabilities

Contingent iiabilities are not recognized because their existence will be confirmed only
by the occurrence or non-occurrence of one or maore uncertain future events not wholly
within the control of the entity.

Contingent liabilities are disclosed, unless the possibility of an outflow of resources
embodying economic benefits is remate.
Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Company and the revenue can be measured reliably. Revenue is measured
at the fair value of the consideration received or receivable and represents amounts
receivable for services provided in the normal course of business.

Revenue arrangements are assessed against the following criteria to determine whether
it is acting as a principal or an agent:

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

If the Company has determined that it is acting as a principal, the Company recognizes
the revenue on a gross basis with the amount remitted to the other party being
accounted for as part of costs and expenses.

If the Company has determined that it is acting as an agent, only the net amount
retained is recognized as revenue.
Commissign_income

Revenue from commission is recognized based on the premiums billings upon
performance of service to the insured and upon of policies by the insurer. Premiums due
from the insured are collectible by the Company for the account of the insurers and are
remitted to the insurers within the credit terms. Revenue is the amount of commissions
recognized when all of the following conditions are satisfied:

« the amount of revenue c¢an be measured reliably; and

« it is probably that the economic benefits associated with the transaction will flow to
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Interest income

Interest income from a financial asset is recognized when it is probable that the economic
benefits will flow to the Company and its amount of income can be measured reliably.
Interest income is accrued on a time proportion basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount.

Other income

Other income is recognized when the related services are performed. Other income are
earnings generated outside the normal course of business and are recognized when it is
probable that the economic benefits will flow to the Company and it can be measured
reliably.

Expense Recognition

Expenses are recognized in profit or loss when decrease in future economic benefit
related to a decrease in an asset or an increase in a liability has arisen that can be
measured reliably. Expenses are recognized in profit or loss: on the basis of a direct
association between the costs incurred and the earning of specific Items of income;
on the basis of systematic and rational allocation procedures when economic benefits
are expected to arise over several accounting periods and the association with income
can only be broadly or indirectly determined; or immediately when an expenditure
produces no future economic benefits or when, and to the extent that, future economic
benefits do not qualify, or cease to qualify, for recognition in the statements of financial
position as an asset,

Expenses in the statements of comprehensive income are presented using the nature of
expense method.

Employee Benefits

Short-term benefits

The Company recognizes a liability net of amounts already paid and an expense for
services rendered by employees during the accounting period. A liability is also
recognized for the amount expected to be paid under short-term cash bonus or profit
sharing plans 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 he
estimated reliably.

Short-term employee benefit obligation is measured on an undiscounted basis and are
recognized as an expense as the related service is provided.

Leases

The Company as lessee

The Company assesses whether a contract is or contains a lease, at inception of the
contract. The Company recognizes a ROU asset and a corresponding lease liability with
respect to all lease arrangements in which it is the lessee, except for short-term leases
(defined as leases with a lease term of 12 months or less) and leases of low value assets.
For these leases, the Company recognizes the lease payments as an operating expense
on a straight-line basis over the term of the lease uniess another systematic basis is
more representative of the time pattern in which economic benefits from the leased
assets are consumed.

The lease liability is initially measured at the present value of the lease payments that
are not paid at the commencement date, discounted by using the rate implicit in the
lease. If this rate cannot be readily determined, the incremental borrowing rate is used.

The Company uses incremental borrowing rate. The rate is defined as the rate of interest
that the lessee would have to pay to borrow over a similar term and with a simitar
security the funds necessary to obtain an asset of a similar value to the ROU asset in a
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Lease payments included in the measurement of the lease liability comprise:

o fixed lease payments (including in-substance fixed payments), less any lease
incentives;

* payments of penalties for terminating the lease, if the lease term reflects the
exercise of an option to terminate the lease,

The lease liability is presented as a separate line in the statements of financial position,

The lease liability is subsequently measured by increasing the carrying amount to reflect
interest on the lease liability {using the effective interest method) and by reducing the
carrying amount to reflect the lease payments made.

The Company remeasures the lease liability {(and makes a corresponding adjustment to
the related ROU asset) whenever:

+ the lease term has changed or there Is a change in the assessment of exercise of a
purchase option, in which case the lease liability is remeasured by discounting the
revised lease payments using a revised discount rate,

+ the lease payments change due to changes in an index or rate or a change in
expected payment under a guaranteed residual value, in which cases the lease
liability is remeasured by discounting the revised lease payments using the initial
discount rate {unless the lease payments change is due to a change in a floating
interest rate, in which case a revised discount rate is used).

+ a lease contract is modified and the lease modification is not accounted for as a
separate lease, in which case the lease liability is remeasured by discounting the
revised lease payments using a revised discount rate.

The Company had lease modification during the year as disclosed in Note 14,

The ROU assets comprise the initial measurement of the corresponding lease liability,
lease payments made at or before the commencement day and any initial direct costs.
They are subsequently measured at cost less accumulated depreciation and impairment
losses.

ROU assets are depreciated over the shorter period of lease term and useful life of the
underiying asset. If a lease transfers ownership of the underlying asset or the cost of
the ROU asset reflects that the Company expects to exercise a purchase option, the
related ROU asset is depreciated over the useful life of the underlying asset. The
depreciation starts at the commencement date of the lease.

The ROU assets are presented as a separate line in the statements of financial position.
The Company applies PAS 36, Impairment of Assets, to determine whether a ROU asset
is impaired and accounts for any identified impairment loss.

Variable rents that do not depend on an index or rate are not included in the
measurement of the lease liability and the ROU asset. The related payments are
recognized as an expense in the period in which the event or condition that triggers
those payments occurs and are included in the statements of comprehensive income.

As a practical expedient, PFRS 16 permits a lessee not to separate non-lease
components, and instead account for any lease and associated non-lease components
as a single arrangement. The Company has not used this practical expedient.

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases are
classified as operating leases.
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Foreign Currency Transaction

Transactions in currencies other than functicnal currency of the Company are recorded
at the rates of exchange prevailing on the dates of the transactions. At the end of each
reporting period, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing at the end of the reporting period.

Non-monetary assets and liabilities carried at fair value that are denominated in foreign
currencies are translated at the rates prevailing at the date the fair value was
determined. Gains and losses arising on retranslation are included in profit or loss for
the year, except for exchange differences arising on non-monetary assets and liabilities
when the gains and losses of such non-monetary items are recognized directly in equity.
Non-monetary assets and liabilities that are measured in terms of historical cost in a
foreign currency are not retranslated.

Related Party Transactions

A related party transaction is a transfer of resources, services or abligations between
the Company and a related party, regardless of whether a price is charged.

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 is considered to be a related party.

Taxation

Income tax expense represents the sum of current tax and deferred tax.

Current tax

The current tax expense is based on taxable profit for the year, Taxable profit differs
from net profit as reported in the statements of comprehensive income because it
excludes itemns of income or expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible. The Company’s current tax
expense is calculated using regular corporate incorne tax (RCIT) rate of 30% applied on
taxable income or 2% minimum corporate income tax (MCIT) which is applied on gross
income, whichever is higher.

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in
the computation of taxable profit. Deferred tax liabilities are generally recognized for all
taxable temporary differences.

Deferred tax assets are generally recognized for all deductible temporary differences to
the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilized. Such deferred tax assets and liabilities
are not recognized if the temporary difference arises from the initial recognition of assets
and liabilities in a transaction that affects neither the taxable profit nor the accounting
profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable
profits will be avaiilable to allow all or part of the asset to be recovered.

The measurement of deferred tax liabilities and assets refiects the tax consequences
that would follow from the manner in which the Company expects, at the end of the
reporting perifod, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax liabilities and assets are measured at the tax rates that are expected to
apply in the period in which the liability is settled or the asset realized, based on tax
rates (and tax laws} that have been enacted or substantively enacted by the end of the
reporting period.

L



Current and_deferred taxes for the vear

Current and deferred taxes are recognized in profit or loss, except when they relate to
items that are recognized in OCI or directly in equity, in which case, the current and
deferred tax are also recognized in OCI or directly in equity respectively.

Events after the Reporting Period

The Company identifies events after the end of each reporting perlod as those events,
both favorable and unfavorable, that occur between the end of the reporting period and
the date when the financial statements are authorized for issue. The financial statements
of the Company are adjusted to reflect those events that provide evidence of conditions
that existed at the end of the reporting pericd. Non-adjusting events after the end of
the reporting period are disclosed in the notes to the financial statements when material,

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, Management is required to make
judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on the historical experience and other factors that are considered
to be relevant, Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing hasis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised if
the revision affects only that period or in the period of the revision and future periods if
the revision affects both current and future periods.

Critical Judgments in Applying Accounting Policies

The following are the critical judgments, apart from those involving estimations,
that Management has made in the process of applying the Company’s accounting policies
and that have the most significant effect on the amounts recognized in the financial
statements.

Signtficant increase of credit risk

ECL are measured as an allowance equal to 12-month ECL for stage 1 assets, or lifetime
ECL assets for stage 2 or stage 3 assets. An asset moves to stage 2 when its credit risk
has increased significantly since initial recognition. PFRS 9 does not define what
constitutes a significant increase in credit risk. In assessing whether the credit risk of an
asset has significantly increased the Company takes into account qualitative and
quantitative reasonable and supportable forward looking information.

The Company regularly monitors the effectiveness of the criteria used to identify whether
there has been a significant increase in credit risk and revises them as an appropriate
to ensure that the criteria are capable of identifying significant increase in credit risk
before the amount becomes past due.

Revenue recognition

Revenue is measured based on the consideration to which the Company expects to be
entitled in a contract with a customer and excludes amounts collected on behalf of third
parties, The Company recognizes revenue when it transfers controi of a product or
service to a customer,

If the Company has determined that it is acting as a principal, the Company recognizes
revenue in the gross amount of consideration to which it expects to be entitled in
exchange for the specified service transferred. If the Company has determined that it is
acting as an agent, the Company recognizes revenue in the amount of any fee or
commission to which it is expects to be entitled in exchange for arranging the specified
services to be provided by the other party.

The Company assessed its revenue from commissions and concluded that it is acting as
an agent since the Company is aiding in the placement of insurance policies and
collecting payments of premiums due on such policies in behalf of the insurers.

IO S



Due to insurance companies

The Company has agreements with third party insurance companies to promote the
business and interest of the insurance companies, collect ali premiums due on all
insurance directly solicited by and/or credited to the Company and remit premiums,
taxes and charges collected for a policy issued by the insurance companies.

Under the terms of these agreements, the Company is entitled to remuneration equal to
a percentage of the premiums written, net of taxes. Expenses incurred in connection
with its brokerage services are for the Company’s account.

Unremitted premiums collections pertain to insurance premiums collected from the
policyholder, net of the Company’s commission, that remain unremitted to insurance
companies as of the end of reporting period, for which no interest is charged by the
insurance companies,

Determination of functional currency

Based on the economic substance of the underlying circumstances relevant to the
Company, the functional currency of the Company has determined to be the Philippine
Peso. The Philippine Peso is the currency of the primary economic environment in which
the Company operates. It is the currency that mainly influences the Company in
determining the costs of services,

Leases

The evaluation of whether an arrangement contains a lease Is based on its substance.
An arrangement is, or contains, a lease when the fulfillment of the arrangement depends
on a specific asset or assets and the arrangement conveys the right to use the asset.

Identifying whether a contract (or part of a contract) includes a lease

Based on Management evaluation, the contracts entered by the Company include a lease
since the fulfilment of lease depends on use of an identified asset and contract conveys
right to control use of identified asset for a period of time in exchange for consideration,

Determining whether it is reasonably certain that an extension or termination option will
be exercised

Management exercises its judgment in determining whether it is reasonably certain that
an extension or termination option wili be exercised by assessing if any options to extend
or terminate lease are enforceable in the contract and taking consideration of all relevant
facts and circumstances that create economic incentive for lessee to exercise (or not
exercise) the option. This includes any expected changes in facts and circumstances
from commencement date until option exercise date.

Incremental borrowing rate used in the application of the PFRS 16

Due to the absence of the implicit interest rate in the lease contract, the Company uses
its incremental borrowing rate of 3.6%. The rate is based on Philippine government bond
spreads published by PDS Group.

Post-employment benefits

The Company is subject to the provision of Republic Act (RA) 7641, The Philippine
Retirement Pay Law, which is considered as a defined non-contributery, unfunded benefit
plan and should be accounted for using Projected Unit Credit Method. The determination
of the retirement obligation cost is dependent on the selection of certain assumptions
used by the actuaries in calculating such amounts. Those assumptions include among
others, discount rates and rates of compensation increase. Actual results that differ from
the assumptions are accumulated ad amortized over future periods and therefore,
generally affect the recognized expense and recorded obligation in such future periods.
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The Company did not accrue any post-employment benefit since Management believes that
any pension obligation that would have been recognized had it been valued by an
independent actuary will not significantly affect the financial condition and the result of its
operations because the amount of pension benefits that have vested as at
December 31, 2020 and 2019 is not significant.

Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future and other key sources of
estimation uncertainty at the end of each reporting period that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, i

Estimating expected credit_losses

The Company measures expected credit losses of a financial instrument in a way that reflects
an unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes, the time value of meney and information about past events, current
conditions and forecasts of future economic conditions,

The amounts and timing of recorded expenses for any period would differ if different
judgements were made or different estimates were utilized. An increase in the allowance for
doubtful accounts would increase the recognized expenses and decrease current assets.

As at December 31, 2020 and 2019, total commissions and other receivables recognized in
the Company’s statements of financial position amounted to P28,760,851 and P25,662,375,
which is net of the related allowance for expected credit losses amounting to P20,465,153
and P9,343,720, respectively, as disclosed in Note 8,

Estimation of the lease term

The Company considers all relevant facts and circumstances that create an economic
incentive for the Company to exercise, or not to exercise, the termination option, including
any expected changes in facts and circumstances from the commencement date until the
exercise of the date of the option,

The Company entered into mutually agreed lease agreements with options to extend or pre-
terminate. As at December 31, 2020, Management has an intention to pre-terminate the
lease contracts.

As at December 31, 2020 and 2019, the net carrying amount of the Company’s ROU asset
amounted to P609,086 and P961,413, respectively. Total depreciation in 2020 and 2019
amounted to P1,044,148 and P824,069, respectively, as disclosed in Note 14,

Determination of the appropriate rate to discount the lease payments

Due to the absence of implicit interest rate in each lease contract, the Company uses its
incremental borrowing rate of 3.60% which is derived from available risk-free rates adjusted
for the weighted average lease term.

As at Decemnber 31, 2020 and 2019, lease liabilities amounted to P538,649 and P997,355,
respectively. Total interest on lease liability amounted to P36,167 and P101,894 in 2020 and
2019, respectively, as disclosed in Note 14.

Estimating useful lives of assets

The useful lives of the Company's assets with definite life are estimated based on the period
aver which the assets are expected to be available for use, The estimated useful lives of
assets are reviewed periodically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and legal or
other limits on the use of the Company’s assets. In addition, the estimation of the useful
lives is based on the Company's collective assessment of industry practice, internal technical
evaluation and experience with similar assets. It is possible, however, that future results of
operations could be materially affected by changes in estimates brought about by changes
in factors mentioned above. The amounts and timing of recorded expenses for any period
would be affected by changes in these factors and circumstances.
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A reduction in the estimated useful lives of assets would increase the recognized
operating expenses and decrease non-current assets.

As at December 31, 2020 and 2019, the carrying amounts of the Company’s property
and equipment amounted to P110,599 and P20,870, respectively, as disclosed in
Note 10. Total accurmulated depreciation as at December 31, 2020 and 2019 amounted
to P4,483,179 and P4,437,908, respectively, as disclosed in Note 10.

Asset impairment

The Company performs an impairment review when certain impairment indicators are
present.

Determining the recoverable amounts of property and equipment and ROU asset require
the determination of future cash flows expected to be generated from the continued use
and ultimate disposition of such assets and requires the Company to make estimates
and assumptions that can materially affect the financial statements. Future events could
cause the Company to conclude that property and equipment and ROU asset are
impaired. Any resulting impairment loss could have a material adverse impact on the
Company’s financial condition and results of operations.

The preparation of the estimated future cash flows involves significant judgment and
estimations. While the Company believes that its assumptions are appropriate and
reasonable, significant changes in the assumptions may materially affect the assessment
of recoverable values and may lead to future additional impairment charges.,

As at December 31, 2020 and 2019, the Company believes that the recoverable amounts
of its property and equipment and ROU asset exceed their carrying amounts.
Accordingly, no impairment loss was recognized in both years.

Deferred tax assels

The Company reviews the carrying amounts of deferred tax assets at the end of each
reporting period and reduces deferred tax assets to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred
tax assets to be utilized. However, there is no assurance that the Company will generate
sufficient taxable profit to allow all or part of its deferred tax assets to be utilized.

Total deferred tax assets recognized in the statements of financial position as at
December 31, 2020 and 2019 amounted to P5,874,675 and P2,825,371, respectively,
as disclosed in Note 22. Based on Management’s assessment, these amounts can be
utilized in the subsequent periods.

CASH

Cash at the end of the reporting period, as shown in the statements of cash flows, can
be reconciled to the related items in the statements of financial position as follows:

2020 2019
Cash in banks P98,999,486 P61,244,884
Cash on hand 10,000 914,165

P99,009,486 P62,159,049

Cash in banks earned average interest of 0.10% in 2020 and 2019, Total interest earned
from cash in banks amounted to P77,622 and P62,467 in 2020 and 2019, respectively,
presented as part of other income in Note 17.
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SHORT-TERM INVESTMENT

Short-term investment amounted to P10,000,000 as at December 31, 2020 and 2019
pertains to a time deposit with a maturity of six months from the date the deposit was
made. Interest income earned from this investment at an average rate of 1.0% per
annum amounted to P201,667 and P167,721 in 2020 and 2019, respectively, presented
as part of other income in Note 17, Accrued interest amounted to P101,035 and P61,035
as at December 31, 2020 and 2019, respectively, as disclosed in Note 8.

COMMISSIONS AND OTHER RECEIVAELES - net

The details of the Company’s commissions and other receivables are shown below:

Note 2020 2019
Commissions receivable P48,764,500 P34,586,774
Less: Allowance for expected credit losses (20,465,153) (9,343,720)
28,299,347 25,243,054
Accrued interest 7 101,035 61,035
Other receivables 360,469 358,286

P28,760,851 P25,662,375

Commissions receivable is usually due within 90 days and non-interest bearing.
The Company has not identified presence of specific concentrations of credit risk with
regard to commissions receivable as the amounts recognized represent a large number
of receivables from various insurance companies.

Other receivables pertain mainly to advances to officers and employees and receivable
from a former employee.

Movements in the allowance for expected credit losses as at December 31 are as follows:

2020 2019
Balance, January 1 P 9,343,720 P8,792,014
Allowance for the year 11,121,433 551,706
Balance, December 31 P20,465,153 P9,343,720

Allowance for expected credit losses is recognized against receivables based on
estimated non-recoverable amounts determined by reference to past default experience
with the counterparty. Due to PFRS 9 implementation, the Company assessed the
probability of default on its insured at the day of initial recognition of receivable and
loss-given defauit for all receivables aging over 365 days because historical experience
shows that such receivables are doubtful of collection. The Company has adopted
simplified approach in assessing the probability of default and loss given default rates.

The Company recorded a direct write-off of commissions receivable amounting to
P24,719 and P9,273 in 2020 and 2019, respectively, recorded as part of bad debt
expense in the statements of comprehensive income, for which no prior year allowance
was provided,

In determining the recoverability of commission receivables, the Company considers any
change in the credit quality of the commissions receivable from the date credit was
initially granted up to the end of the reporting period. The Company provided an
allowance in full for all receivables over one year because historical experience that such
receivables are not recoverable.
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9.

10.

11.

PREPAYMENTS AND OTHER CURRENT ASSETS - net

This account consists of*:

2020 2019
Creditable withholding taxes (CWTs) P1,233,080 P1,662,244
Less: Allowance for unutilized CWTs (1,233,080) (1,233,080}
- 429,164
Other prepayments 1,174,038 634,848
P1,174,038 P1,064,012

Other prepayments pertains to the unamortized portion of the paid insurance broker license
and uncollected portion of the CWT of the Company.

PROPERTY AND EQUIPMENT - net

Movement in the carrying amounts of the Company’s preperty and equipment is as
follows:

Office and
Transpottation Computer Leasehold
Equipment Equipment  Improvements Total
Cost
Balance, January 1, 2019 P815,033 P3,577,628 P44,697 P4,437,358
Additions - 21,420 - 21,420
Balance, December 31, 2019 815,033 3,595,048 44,697 4,458,778
Additions - 135,000 - 135,000
December 31, 2020 815,033 3,734,048 44,697 4,598,778
Accumulated Depreciation
Balance, January 1, 2019 815,033 3,536,263 44,697 4,395,993
Depreciation - 41,915 - 41,915
Balance, December 31, 2019 815,033 3,578,178 44,697 4,437,908
Depreciation - 45,271 - 45,271
Balance, December 31, 2020 815,033 3,623,449 44,697 4,483,179
Carrying Amount,
December 31, 2020 P - P 110,599 P - P 110,599
Carrying Amount,
December 31, 2019 p - P 20,870 P - P 20,870

Fully depreciated property and equipment with a total cost of P4,265,841 is still in use
by the Company as at December 31, 2020 and 2019.

As at December 31, 2020 and 2019, Management believes that the carrying amount of
its property and equipment exceeds its recoverable amount.

DUE TO INSURANCE COMPANIES

The Company has agreements with third party insurance companies to promote the
business and interest of the insurance companies, collect all premiums due on all
insurance directly solicited by and/or credited to the Company and remit premiums,
taxes and charges collected for a policy issued by the insurance companies.

Under the term of these agreements, the Company is entitled to remuneration equal to
a percentage of the premiums written, net of taxes. Expenses incurred in connection
with its brokerage services are for the Company’s account.
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12.

13.

Unremitted premiums collections pertain to insurance premiums collected from the
policyholder, net of the Company’s commission, that remain unremitted to insurance
companies as of the end of reporting period, for which no interest is charged by the
insurance companies. These unremitted premiums collections amounted to P46,998,375
and P25,395,694 as at December 31, 2020 and 2019, respectively,

Being under pass-through arrangements, the premiums due from policyholders are
collectible by the Company for the account of insurance companies and are due to be
remitted to the insurance companies within S0 days from the date of collection.

ACCRUED EXPENSES AND OTHER PAYABLES
The account consists of the following:

2020 2019
Advances from customers P 9,495,623 P 8,970,653
Deferred output value-added tax (VAT) 4,871,276 3,540,172
Accrued expenses 1,102,246 1,415,012
Withholding and other taxes 390,227 422,631
Qutput VAT - net 1,431,173 375,796

P17,290,545 P14,724,264

Advances from customers pertain to premium payments made by the policyholders prior
to commencement dates of respective insurance policies.

Deferred output VAT relates to the VAT on commissions and retail fees not yet received.

Output VAT is net of allowable input VAT amounting to P30,636 and P40,318 as at
December 31, 2020 and 2019, respectively.

Detalls of accrued expenses are as follows:

2020 2019
Outside services P 737,150 P 701,500
Recreational activities 330,184 454,881
Others 34,912 248,631

P1,102,246  P1,415,012

Other accruals include liabilities relating to utilities, mobile expense, courier expense,
and membership fees,

RELATED PARTY TRANSACTIONS

The summary of the Company’s transactions and outstanding balances with related
parties as at and for the years ended December 31, 2020 and 2019 is as follows:

Transactions During Qutstanding
the Year Payable
MNature of Transacticn 2020 2019 2020 2019 Terms Condition Note
Shareholders
Payable on demand by
cash; non-interest Unsecured,
Management feas P 2,640,000 P 2,640,000 P - P - bearing unguarantced a, 18
Payable on demand by
cash; non-interest Unsecured,
Collection services 13,688,509 11,661,857 (15,767,095) (12,356,776} bearing unguaranieed b, 18
Payable on demand by
cash; non-interest Unsecured,
Rentals £20,016 890,016 - - bearing unguaranteed c

Due to shareholders (P15,767,095) {P12,356,776}
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14.

Details of the Company’s related party transactions are as follows:

a. The Company entered into a Memorandumn of Agreement with Lockton whereby it
shall provide the Company with varicus support services, including, but not limited
to, accounting, payroll, disbursements, engineering survey, claims assistance,
IT system development and maintenance support, technical resource, insurer’s
accreditation resource, technical support, human resource development and market
access for a total consideration of P220,000 payable every month.

b. In accordance with the joint venture agreement among the shareholders of the
Company, DBP and DBP-PF shall receive service fees for collecting premiums on
behalf of the Company at an amount equivalent to 27.5% of the commissions
collected every month.

¢. In February 2018, the Company has entered into a rent agreement with DBP for a
period of three years beginning March 1, 2018, up to February 28, 2021 for a fixed
monthly rental fee of P74,168. In January 2020, a new lease agreement was entered
into amending the previous rent contract. The agreement is for a period beginning
January 2020, up to July 2021 with the same rental fee of P74,168 but with a 5%
escalation rate.

Remuneration of Key Management Personnel

The remuneration of the key management personnel of the Company for short-term
employee benefits amounted to P1,637,185 and P1,593,877 in 2020 and 2019,
respectively.

LEASE

The Company has entered into an agreement that falls under PFRS 16 involving the lease
of office space for a period of one year and 7 months beginning January 1, 2020 to
July 15, 2021 as disclosed in Note 13,

Lease modifications during 2020 refers to the extension of the lease contract as disclosed
in Note 13,

The Company has applied PFRS 16 using the meodified retrospective 2b, without
restatement of comparative figures.

Below is the carrying amounts of lease liabilities and the movement during the period:

2020 2019

Beginning balance P997,355 P1,785,482
Lease modification 395,148 -
Accretion of interest 36,167 101,894
Payments (890,021) (890,021)
Ending balance P538,649 P 997,355
Current portion P538,649 P 849,480
Non-current portion P - P 147,875

Lease modification during 2020 refers to the extension of the lease contract

Lease of [ow value assets charged as operating expenses in 2020 and 2019 amounted
to P44,495 and P59,863, respectively, as disclosed in Note 20.

Shown below is the maturity analysis of the undiscounted lease payments:

2020 2019
Year 1 P545,134 P 890,021
Year 2 - 148,337

P545,134 P1,038,358
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15,

16,

The Company does not face a significant liquidity risk with regard to its lease liabilities.
Movement of the ROU asset is as follows:

2020 2019
Beginning balance P 961,413 P1,785,482
Lease modification 691,821 -
Depreciation (1,044,148) (824,069)
Ending balance P 609,086 P 961,413

Management believes that there is no indication that an impairment loss has occurred,

Set out below are the amounts recognized in the statements of comprehensive income:

2020 2019
Depreciation expense on ROU assets P1,044,148 P824,069
Interest expense on lease liabilities 36,167 101,894
P1,080,315 P925,963

EQUITY

15.1 Share Capital

Details about the Company’s authorized and issued share capital as at
December 31, 2020 and 2019 are as follows:

2020 2019
Authorized:
400,000 common share, P100 par value P40,000,000 P40,000,000
Issued, fully paid and outstanding
100,000 common share, P100 par value P10,000,000 P10,000,000

The Company has one class of common share that carry voting and dividend rights.

15.2 Retained Earnings

As at December 31, 2020 and 2019, Company's retained earnings available for
declaration amounted to P52,092,205 and P24,293,753, respectively, will be used for
dividend declaration in the coming years. No appropriations made for declarations as at
December 31, 2020 and 2019,

COMMISSIONS

The Company's commissions consist of:

2020 2019
Commission income P56,171,893 P44,830,814
Retaill fees - 663,539

P56,171,893 P45,494,353
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18.

19,

20.

OTHER INCOME

This account consist of:

Notes 2020 2019
Interest income
Cash 6 P 77,622 P 62,467
Short-term investment 7 201,667 167,721
P279,289 P230,188
OUTSIDE SERVICES
The Company’s outside services consist of:
Note 2020 2019
Collection service fees 13 P13,888,509 P11,661,857
Professional fees 2,332,144 3,057,044
Management fees 13 2,640,000 2,640,000
Subcontractor fees 982,472 1,358,070

P19,843,125 P18,716,971

SALARIES AND OTHER EMPLOYEE BENEFITS
The details of this account consist of;

2020 2019
Salaries and wages P3,858,873 P3,846,880
Other employee benefits 156,535 145,368

P4,015,408  P3,992,248

OPERATING LEASE AGREEMENTS
The Company leases its office space with DBP as disclosed in Note 13.

On February 14, 2014, the Company entered into an annual service contract with a
warehousing company to provide archiving services. The contract shall be automatically
renewed unless cancelled in writing by either party at least thirty days advance notice.
Lease payments are based on the volume of documents to be archived, payable
quarterly. Rent expense related to this agreement and charged to operations amounted
to P44,495 and P59,863 in 2020 and 2019, respectively. This refers to lease of low value
asset charged to operating expenses.

Prepaid rent recognized in the statements of financial position as part of prepayments
and other current assets amounted to P70,460 and nil as at December 31, 2020 and
2019, respectively.

The Company has outstanding commitments for future minimum lease payments under
a non-cancellable operating lease, which will fall due not later than one year amounting
to P44,495 and P59,863 in 2020 and 2019, respectively.
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21.

22,

23.

24.

INCOME TAXES

Components of income tax expense charged to profit or loss are as follows:

Note 2020 2019
Current tax expense P8,939,215 P6,180,955
Deferred tax benefit 22 (3,302,523) (192,193)
5,636,692 5,988,762
Final tax 55,788 45,990

P5,692,480 P6,034,752

The reconciliation between tax expense and the product of accounting profit multiplied
by 30% as follow:

2020 2019
Accounting profit P19,042,835 P20,175,904
Tax expense 5,712,851 6,052,771
Tax effects of:
Interest income subject to final tax (83,787) (69,057)
Non-deductible expenses 7,628 5,048

P 5,636,692 P 5,988,762

DEFERRED TAXES

The following are the composition of deferred taxes recognized by the Company:

Balance, Balance, Balance,
January 1, Charged to December 31, Charged to December 31,
2019 Profit and Loss 2016 Profit and Loss 2020
Deferred Tax Asset
{Liability)
Allowance for doubtful accounts P2,637,604 P165,511 P2,803,115 P3,336,420 P6,139,545
Unrealized foreign exchange
loss - 11,473 11,473 (1,993) 9,480
Excess of PFRS 16 expense
aver lease payments - 10,783 10,783 (31,914) {21,131)
P2,637,604 Pi187,767 P2,825,371 P3,302,523 P5,127,895

FAIR VALUE INFORMATION

Management believes that the carrying amounts of cash, short-term investments
{including accrued interest), commissions receivable, due to insurance companies,
accrued expenses (excluding advances from customers and government payables), due
to shareholders, and lease liabilities approximate their fair values. Accordingly, falr
values of the financial assets and liabilities are not disclosed.

FINANCIAL RISK MANAGEMENT

Financial risk Management objectives and policies

The Company’s activities expose it to a variety of financial risks such as market risk
{which includes foreign exchange risk and interest rate risk), credit risk, and liquidity risk.
The Company's overall risk management program seeks to minimize potential adverse
effects on the financial performance of the Company. The Company’'s policies and
objectives in managing these risks are summarized below:
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Market risk

Market risk refers to the possibility that changes in market prices, such as foreign
exchange rates and interest rates will affect the Company’s profit or the value of its
holdings of financial instruments. The Company focuses on market risk areas such as
foreign exchange risk and interest rate risk, The Management of these risks are
discussed below,

Foreign exchange risk

Foreign exchange risk arises when an investment’s value changes due to changes in
currency exchange rate. The Company undertakes certain transactions denoriinated in
US dollar, hence, it is exposed to exchange rate fluctuations with respect to transactions
denominated in such currency. The Company has no established policy in managing
foreign exchange rate risk. Any favorable or unfavorable movements of foreign currency
exchange rates are absorbed by the Company. Management believes that fluctuations
in foreign currency rates will not have a significant impact on the Company’s financial
Management.

The carrying amounts of the Company’s foreign currency denominated monetary asset
at the end of each reporting period are as follows:

2020 2019
U.S. Dollar Philippine U.S. Dollar Philippine
Equivalent Peso(l) Equivalent Peso(®
Cash $18,528 P890,009 $18,504 P938,893

(1) The exchange rate used to convert the U.S, dollar amounts into Philippine Peso was
P48.04 to $1.00, the Philippine Peso-U.S. dollar exchange rate as quoted through
the PDS as at December 31, 2020.

(2) The exchange rate used to convert the U.S. dellar amounts into Philippine Peso was
P50.74 to $1.00, the Philippine Peso-U.S. dollar exchange rate as quoted through
the PDS as at December 31, 2019,

The following table details the Company’s sensitivity to a 1% increase and decrease in
the functional currency of the Company against the relevant foreign currencies. The
sensitivity rate used reporting foreign currency risk internally to key management
personnel is 1% and it represents Management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis includes only outstanding
foreign currency denominated menetary items and adjusts their translation at the period
end for a 1% In foreign currency rates. The sensitivity analysis includes all of the
Company's foreign currency denominated monetary assets and liabilities. A positive
number below indicates an increase in profit and other equity when the Functional
currency of the Company’s strengthens 1% against the relevant currency. For a 1%
weakening of the Functional currency of the Company against the relevant currency,
there would be an equal and opposite impact on the profit and other equity and the
balances below would be negative.

2020 2019
Effect in Profit Effect in Profit
or Loss Effect in Equity or Loss Effect in Equity
Cash +P§,901 +P6,453 +P9,389 +P6,572

In Management's opinicn, the sensitivity analysis is unrepresentative of the inherent
foreign exchange risk because the exposure at the end of the reporting period does not
reflect the exposure during the vear.
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Interest rate risk

Interest rate risk refers to the possibility that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest.
The Company's interest rate risk relates to cash in bank and short-term investment
where interest rates are disclosed in Notes 6 and 7. The Company has no established
policy in managing interest rate risk. With the current interest level on cash in banks
and short-term investment, any variation in the interest will not have a material impact
on the Company’s profit or loss.

Credit risk

Credit risk refers to the possibility that insurance companies will default on its contractual
obligations resulting in financial loss to the Company. The Company has adopted a policy
of only dealing with creditworthy insurance companies and obtaining sufficient collateral,
where appropriate, as a means of mitigating the risk of financial loss from defaults, The
Company only transacts with accredited insurance companies by DBP. This information
is supplied by independent rating agencies where available and, if not available, the
Company uses other publicly available financial information and its own trading records
to rate its major customers. The Company’s exposure and the credit ratings of the
insurance companies are continuously monitored and the aggregate value of
transactions concluded is spread amongst approved insurance companies. Credit
exposure is controlled by insurance company limits that are reviewed and approved by
the risk management committee annually,

Commissions receivable consist of a large number of insurance companies, spread across
geographical areas, Ongoing credit evaluation is performed on the financial condition of
commission receivable and when appropriate, credit guarantee insurance cover is
purchased.

The table below presents the Company’s maxirmum exposure to credit risk without taking
into account the value of any collateral obtained:

Notes 2020 2019
Cash in banks 6 P 99,009,486 P 61,244,884
Commissions receivable — gross 8 48,764,500 34,586,774
Short-term investment
(including accrued interest) 7 10,101,035 10,061,035

P157,875,021 P105,892,693

In order to minimize credit risk, the Company has tasked its credit management
committee to develop and maintain the Company’s credit risk grading to categorize
exposures according to their degree of risk of default. The credit management
committee uses publicly available financial information and the Company’s own trading
records to rate insurance companies and other debters. The Company's exposure and
the credit ratings of its counterparties are continuously monitored and the aggregate
value of transactions concluded is spread amongst approved counterparties,

The Company's current credit risk grading framework comprises the foflowing
categories:

Basis for recognizing
Category Description expected credit losses
The counterparty has a low risk of default and
Performing does not have any past-due amounts 12m ECL
Amount is £365 days past due or there has
been a significant increase in credit risk since Lifetime ECL - not credit-
Doubtful initial recognition impaired
Amount is >365 days past due or there is Lifetime ECL - credit-
In defauit evidence indicating the asset is credit-impaired impaired
There is evidence indicating that the debtor is in
severe financfal difficuity and the Company has
Write-off no realistic prospect of recovery Amount is written-off
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The tables below detail the credit quality of the Company’s financial assets and other
items, as well as the Company’s maximum exposure to credit risk by credit risk rating

grades:
Internal 12m or Unimpaired Impaired Loss Net carrying
Notes credit rating lifetime ECL? amounts amounts allowance amaount
December 31, 2020
Cash in banks 6 Performing 12m ECL P 99,009486 P - P - P 99,009,485
Lifetime ECL-
Credit
Commissions receivable 8 In default Impaired 9,513,349 39,251,151 20,465,153 28,299,347
Short-term investment 7 Performing 12m ECL 10,101,035 - - 10,101,035
P118,623,870 P39,251,151 P20,465,153 P137,409,868
December 31, 2019
Cash in banks & Peiforming 12m ECL P62,159,049 P - P - P62,159,049
Lifetime ECL-
Credit
Commissions receivable 8 In default Impaired 21,266,889 13,319,885 9,343,720 25,243,054
Short-term investment 7 Petforming 12m ECL 10,061,035 - - 10,061,035
P93,486.973  P13,319,885 P$,343,720 P97,463,138

For commissions receivable, the Company has applied the simplified approach in
PFRS 9 to measure the loss allowance at lifetime ECL. The Company determines the
expected credit losses on these items by using a provision matrix, estimated based con
historical credit loss experience based on the past due status of the debtors, adjusted
as appropriate to reflect current conditions and estimates of future economic conditions.
Accordingly, the credit risk profile of these assets is presented based on their past due
status in terms of the provision matrix, Note 8 include further details on the loss
allowance for these assets respectively.

Liquidity risk

Liquidity risk arises when the Company will encounter difficulty in meeting the

obligations associated with its financial liabilities that are settled by delivering cash or

another financial asset. The Company’s approach to managing liquidity is to ensure, as
far as possible, that it will always have sufficient liquidity to meet its liabilities when due,

under both normal and stressed conditions, without incurring unacceptable losses or

risking damage to the Company’s reputation,

The Company maintains adequate highly liquid assets in the form of cash to assure

necessary liquidity

The following table details the Company’s remaining contractual maturity for its financial
liabilities which are non-interest bearing.

Notes

Less than One Year

More than One Year

Total

December 31, 2020
Due to insurance

companies 11 P46,998,375 P - P46,998,375
Accrued expenses 12 1,102,246 - 1,102,246
Due to shareholders 13 15,767,095 - 15,767,095
Lease liability 14 538,649 - 538,649
P64,406,365 P - P64,406,365

December 31, 2019

Due to insurance

companies 11 P25,395,694 P - P25,395,694
Accrued expenses 12 1,415,012 - 1,415,012
Due to shareholders 13 12,356,776 - 12,356,776
Lease liability 14 849,480 147,875 997,355
P40,016,962 P147,875 P40,164,832

The difference between the carrying amount of accrued expenses and other payables

disclosed in the statements of financial position pertains to advances from customers
and government payables that are not considered as financial liabilities. Due to insurance
companies represents total unremitted premiums collection,
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26.

CAPITAL RISK MANAGEMENT

The Company manages its capital to ensure that the Company will be able to continue
as a going concern while maximizing the return to stakeholders through the optimization
of the debt and equity balance, The Company’s overall strategy remains unchanged from
2019.

As at December 31, 2020 and 2019, the Company has complied with the minimum
capital requirement of the Insurance Commission (IC) for an insurance broker as set
forth in IC Memorandum Circular 01-2006 stating that the minimum capital requirement
for existing insurance broker on or before 2006 is P10,000,000.

As at December 31, 2020 and 2019, the Company's net worth amounted to P68,267,427
and P49,219,001, respectively. The Company monitors capital on the basis of the
carrying amount of equity as presented on the face of the statements of financial
position.

The capital structure of the Company consists of debt, which includes the current and
non-current liabilities excluding non-financial liabilities, as offset by cash and equity,
comprising share capital and retained earnings.

The gearing ratio at year-end was as follows:

2020 2019
Debt P64,406,365 P40,164,837
Cash (99,009,486) (62,159,049}
Net debt (34,603,121) (21,994,212)
Equity 62,569,357 49,219,001
Net debt to equity ratio 0.55:1 0.45:1

Management believes that the above ratios are within the acceptable range. In 2020 and
2019, the Company is considerably liquid since its cash exceeded total financial liabilities.

SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF INTERNAL
REVENUE UNDER REVENUE REGULATIONS NO. 15-2010

The following supplementary information is presented for purposes of filing with the BIR
and is not a required part of the basic financial statements.

Qutput VAT
Details of the Company’s output VAT declared in 2020 are as follows:

Commissions P40,307,996
Output VAT Rate 12%
P4,836,960

The commission income reprasents the billed income of the Company,

Input VAT
Details of the Company's input VAT claimed in 2020 are as follows:

Balance, January 1, 2020 P -
Current year's domestic payments for:
Goods other than for resale or manufacture 25,254
Services 487,523
Total available input VAT 512,777
Less: Claims for tax credit (512,777)

Balance, December 31, 2020 P -
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Other taxes and licenses

Details of the Company’s other taxes and licenses and permit fees paid or accrued in
2020 are as follows:

Charged to Operating Expenses

License and permit fees P499,715
Annual VAT registration 500
P500,215

Withholding taxes

Details of the Company’s withholding taxes paid or acecrued in 2020 are as follows:

Withholding tax on compensation and benefits P214,332
Expanded withholding taxes 3,952,332
Final income tax 29,615

P4,196,666

Deficiency tax assessments and tax cases

As at December 31, 2020, the Company does not have any other tax deficiency or on-
going tax investigation.

27. EVENTS AFTER REPORTING PERIOD

On March 26, 2021, the President signed into law the RA 11534 also known as "Corporate
Recovery and Tax Incentives for Enterprises Act” or “CREATE” Act which reduced the
corporate income tax rates and rationalized the current fiscal incentives by making it
time-bound, targeted and performance-based. CREATE Act intreduces reforms in the
areas of corporate income tax, value-added tax, and tax incentives, aside from providing
COVID-19 related reliefs to taxpayers.

The salient provisions of the CREATE Act applicable to the Company are as follows:

i. Effective July 1, 2020, domestic corporations with total assets not exceeding
P100 million and net taxable income of PS5 million and below shall be subject to
20% income tax rate while the other domestic corporations and resident foreign
corparations will be subject to 25% tax income tax rate;

2. MCIT rate is reduced to from 2% to 1% from July 1, 2020 to June 30, 2023;

The significant estimated effects of the changes computed without regard to the specific
date when specific sales, purchases and other transactions occur as provided for under
Section 27(A) of the CREATE Act are as follows:

As at Under
December 31,2020 the CREATE Act Impact
Income tax expense P8,939,215 P8,194,281 (P 744,934)
Income tax payable 2,627,934 1,883,000 (744,934)
Deferred taxes 6,127,895 5,106,579 (1,021,316)
Deferred tax benefit {3,302,523) (2,281,207) 1,021,316

28. APPROVAL OF FINANCIAL STATEMENTS

The financial statements of the Company have been approved and authorized for
issuance by the BOD on July 16, 2021,
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