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13. INVESTMENT AND OTHER INCOME

The details of this account follow:

Notes 2009 2008 2007

Interest 7 P 382,426,619 P 375,001,848 P 340,942,749
Trading gain - 33,028,642 2,121,968 155,174,302
(Gain (loss) on sale

of stocks 17,076,148 {  69,305,125) 96,798,983
Foreign exchange

gain (loss) 44 ( 24,337,582) 115,273,826 ( 179,320,898)
Dividend and other

income - net 11, 16, 19 58,463,058 26,103,168 46,505,220
P_ 466,656,885 P 449195685 P_460100356

14. UNDERWRITING DEDUCTIONS

14.1 Share in Claims and Losses

This account represents the aggregate amount of the Company’s share in net losses and
claims relative to its acceptances undet treaty and facultative reinsurances.

14.2 Commissions — net

This account consists of the following:

2009 2008 2007

Commission expense P 700,650,988 P 755,748,687 P 410,837,745
Reinsurance revenues (__293,677,214) (___368.,546,247) (___235,512,374)

P 406,973,774 P 387.202.440 P 175525571

Commission expense refers to fees deducted by ceding companies from reinsurance
premiums assumed during the period under treaty and facultative agreements.

Reinsurance revenues pertain to fees charged by the Company related to reinsurance
premiums tetroceded during the period under treaty and facultative agreements.
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15. GENERAL AND ADMINISTRATIVE EXPENSES

The details of this account follow:

Notes 2009 2008 2007

Impairment losses 6 P 128325407 P 32,795,155 P -
Salaries and employee

benefits 161 123,769,484 120,973,281 87,159,520
Professional fees 24,507,265 12,514,848 10,317,532
Depreciation '

and amottzation 9 11 10,765,008 11,136,989 10,157,716
Taxes, licenses and fees 8,072,682 6,186,789 3,023,875
Representation and

entertainment 4,369,158 4,529,918 5,037,631
Conttact labor 3,963,964 2,047,780 2,717,304
Transportation and

traveling 3,957,312 3,667,552 4,395,209
Association and

pool expense 2,932,945 3,048,624 3,218,565
Light and water 2,670,166 2,585,523 2,615,693
Communication and

postages 2,278,551 2,175,849 2,417,226
Printing and office

supplies 1,628,058 1,366,681 2,147,068
Repairs and maintenance 1,378,522 1,265,954 1,231,964
Advertising and publicity 1,313,182 2,591,942 1,899,738
Insurance 1,048,442 1,000,891 778,035
Miscellaneous 23 4,092 362 3,766,310 7,025,857

P_325,072,508 P_211.654086 P _145.042.955
16. SALARIES AND EMPLOYEE BENEFITS
16.1 Salaries and Employee Benefits
Expenses recognized for employee benefits are presented below.
2009 2008 2007

Salaries and wages P 75,396,452 P 69435531 P 55,788,137
Retirtement 21,161,197 9,049,330 4,124,115
Allowances and bonus 17,411,916 32,863,235 21,081,790
Compensated absences 2,888,230 3,780,157 1,952,436
Social security costs 1,791,675 1,743,830 1,648,059
Others 5,120,014 4,101,198 2,564,983

P_123,769.48¢ P _120973.281 E. 87.159.520
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16.2 Employee Retirement Benefit Obligation

The Company maintains a wholly-funded, tax-qualified, noncontributory retitement
plan that is being administered by a trustee covering all regular full-time employees.
Actuarial valuations are made regularly to update the retitement benefit costs and the

amount of contibutions.

The amounts of retirement benefit obligation (presented as part of Accounts Payable
and Accrued Expenses — see Note 12) recognized in the statements of financial position

are determined as follows:

2009 2008 2007
Present value of the obligation P 137,244,682 P 129,757,565 P 62,132,830
Fair value of plan assets ( 56,468,323) ( 32,808,081) | 30,090,823)
Deficiency of plan assets 80,776,359 96,949,484 32,042,007
Unrecognized actuarial
gains (losses) (___58,759.900) ( 68,051,576) 2,465,688
Defined benefit liability P_ 22016459 P 28807908 P 34 507,695

The movements in the present value of the retirement benefit obligation recognized in
the books are as follows:

2009 2008 2007
Balance at beginning of year P 129,757,565 P 62,132,830 P 51,174,809
Actuarial (gains) losses ( 3,740,728) 65,909,823 -
Current setvice cost

and interest cost 19,549,243 11,456,596 10,958,021
Benefits paid by the plan ( 8.321,398) ( 9,741,684) -
Balance at end of year P 137,244,682 P 129,757,565 P 62,132,830
The movement in the fair value of plan assets is presented below.

2009 2008 2007
Balance at beginning of year P 32,808,081 P 30,090,823 P 19,836,800
Contributions paid into the plan 28,042,646 14,659,117 1,611,044
Benefits paid by the plan ( 8,321,398) ( 9,741,684) -
Actuarial losses 1,314,347 ( 4,607,441} -
Expected return on plan assets 2,624,647 2,407,266 6,833,906
Actuatial adjustment - - 1,809,073
Balance at end of year P 56468323 P__ 32808081 P 30090823

I 2009, contributions paid into the plan includes P19,794,747 representing funds
transferred from common trust fund of Universal Malayan Reinsurance Corporation
(merged with Company in 2006). The same amount is recognized as part of Dividend
and Other Income under the Investment and Other Income account (see Note 13) in the
2009 statement of income.




The plan assets as of December 31, 2009 and 2008 consist of cash and cash equivalents
amounting P3,392,517 and P10,960,386, respectively; government securities amounting
P52,208,248 and P21,170,950, respectively; loans and receivables amounting P425729
and P278,357, respectively and; equity securities amounting P441,829 and P398,388,

tespectively.
The amounts recognized as retitement expense are as follows:

2009 2008 2007

Current service COsts P 7,871,062 P 7,107,298 P 5,150,951
Interest costs 11,678,181 4,349,298 5,807,070
Expected return on plan assets  ( 2,624,647) { 2,407,266) ( 6,833,9006)

Net actuarial gain recognized
during the yeatr 4,236,601 - -

P 21161197 P 92049330 P 4124115

For determination of the retirement benefit obligation, the following actuarial
assumptions were used:

2009 2008 2007

Discount rates B% 9% 7%
Expected rate of return on plan

assets 8% 8% 8%

Expected rate of salary increase 6% 8% 6%

Assumptions regarding future mortality and disability are based on published statistics
and mortality and disability tables. The discounts rates assumed are based on the yield
of long-term government bonds as of the valuation dates as published by the Philippine
Dealing and Exchange Corporation (PDEX), approximating the average expected
future working lifetime of employees.

The overall expected long-term rate of return on plan assets assumed at 8% is based on
a reputable fund trustee’s indicative yield rate for a risk portfolic similar to that of a
fund with consideration to the fund’s past performance.

Presented below are the historical information related to the present value of the
retirement benefit obligation, fair value of plan assets and excess or deficit in the plan.

__ 2009 2008 2007 2000 2005
Present value of the obligation P137,244,682 P129,757,565 P 62,132,830 P 51,174,809 P 24,158,148
Fair value of the plan assets _.56,468,323 _ 32,808,081 _ 30090823 _ 19.836.800 __18.955928
Deficit in the plan P 80,776,359 P 96949484 PJ32042007 P 31338009 P 5202220




17. TAXES

17.1 Current and Deferred Tax
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The components of tax expense as reported in statements of income and other

comprehensive income follows:

2009 2008 2007

Reported in statements of income
Current tax expense:
Final tax at 20% and 7.5% P
Minimum cospotate
income tax (MCIT)
Regular corporate income tax

(RCIT)

69,499,923 P 73065054 P 59,193,182
364,428 - ]

- x 9,754,774

Deferred tax expense (incotne):
Deferred tax relating to
otigination and reversal of
temporary differences
Deferred tax resulting from in
reduction in tax rate

69,864,351 73,065,054 68,947,956

- ( 12,827,858) 27,608,157

- 10,081,787 -

- { 2,746,071) 27,608,157

P_ 69864351 P_ 70318983 P 96,556,113

Reported in statements of other
comprebensive income

[netted against related

fair value pains (losses)]

Deferred tax relating to
origination and reversal of
temporary difference P

Deferred tax resulting from
reduction in tax rate

- P 3570766 P 2,200,803

- ( 2,435,498) -

- P__ 1135268 P__ 2200803
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The reconciliation of the tax on pretax income computed at the applicable statutory rates
to tax expense attributable to continuing operations is as follows:

2009 2008 2007

Tax on pretax income

at 30% in 2009 and

35% in 2008 P 51,871,112 P 57,666,841 P 247,089,314
Adjustment for income ,

subjected to lower tax rates  ( 42,956,335) ( 55,935,271)( 57,362,083)

Tax effects of:

Unrecognized deferred tax

assets 90,394,884 42,491,935 -
Non-taxable income ( 29,883,565) ( 9,805,399)( 93,771,726)
Non-deductible expenses 438,255 25,819,090 1,233,784
Reduction in deferred

tax rate - 10,081,787 -
Separation pay - = ( 633,176)

Tax expense teported
in statements of income P__69.864351 P __ 70318983 P _ 96556113

The net deferred tax liabilities as of December 31, 2008 and 2007 relate to the
following:

Statements of Statements of
"

Dreferred tax assets:

Allowance for impaitment P 3,202,588 P 24924715 (P 6,277,873) F - P - P
Met operating loss caryover (INOLCG) 59,665,559 - { 59,66555%) 131,284 -
Unrealized foreign exchange
(gain) loss { 26,399,756} 21,069,751 47,469,507 ( 397,850) -
Past service cost 11,627,720 12,913,660 1,285,940 ( B51,877) - -
Accrued leave benelits 851,818 764,763 ( 87,055 ) 198,482 -
MCIT 184,964 184,964 - 4,160,338 -

Deferred tax liabilities:
Excess of reserves for unearned
reinsurance premius per books

over tax basis { 38,151,166) | 23,226,585) 14,924,581 14,049,782 -
Deferred acquisition costs { 20,797,975 ( 21,193,587} 395,612) 10,317,998 -
Revaluation reserves on
available- for sale invesiments (. 18.183,752) 120484843 - - 1.135,268 2200803
Deferred Tax Expense {Income) @_2746071) B_2760R157 B 1135268 [ 2200803
Net Deferred Tax Liabilibies P = @ LGULBUS)
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In accordance with the applicable accounting standards, the Company has taken a
conservative position by not recognizing the net deferred tax assets as of
December 31, 2009 and 2008, on the following temporaty differences:

2009 2008

Deferred tax assets:

NOLCO P 451,469,054 P 135,440,716 P 141,639,783 P 42491935
Allowance for impairment 267,920,033 80,376,010 -

Retirement benefit obligation 22,016,459 6,604,938

Unrealized foreign exchange loss 5,250,309 1,575,093

Accrued leave bencfits 3,472,176 1,041,653

Unamortized past service cost 664,371 199,311

MCIT 364,428 364,428

[Deferred 1ax liabilities:
IZxcess of reserves for uncamed
reinsurance premiums per books

" over tax basis ( 198,021,728) { 59,406,518)

Revaluation reserves on

available- for sale investments ( 53,783,974) (  16,135,192)
Deferred acquisition costs (..45,141,952 ) ( _13.542,58¢ )
Net Unrecognized Deferred Tax Assets P 454200176 PI365I7853 D 141630763 D102157494

In 2008, the Company incurred NOLCO amounting to P340,524,979 which can be
claimed as deduction against future taxable income untl 2011. Howevet, the Company
did not fully recognize the deferred tax asset effect amounting to P102,157,494 relating
to the 2008 NOLCO. The Company only recognized the deferred tax asset effect to
the extent that it expects to have sufficient taxable profit that will be available against
which such NOLCO can be utilized. Accordingly, of the total deferred tax asset for the
2008 NOLCO of P102,157,494, only P59,665,559 was recognized in 2008. In 2009, the
Company incurred NOLCO amounting to P110,944,075 which can be claimed as
deduction from future taxable income until 2012.

The Company is subject to MCIT which is computed at 2% of gross income, or RCIT,
whichever is higher. In 2009, the Company recognized MCIT amounting to P364,428
as there is no RCIT due to the taxable loss position of the Company. The MCIT can be
applied against future RCIT until 2012, The MCIT recognized in 2006 amounting to
P184,964 expired in 2009.

17.2 Optional Standard Deduction
Effective July 2008, Republic Act (RA) No. 9504 was approved giving corporate
taxpayers an option to claim itemized deduction or optional standard deduction

equivalent to 40% of gross income. Once the option is made, it shall be itrevocable for
the taxable year for which the option was made.

In 2009 and 2008, the Company opted to continue claiming itemized deductions.

17.3 Change in Applicable Tax Rate

Effective January 1, 2009, in accordance with RA No. 9337, RCIT tate was reduced
from 35% to 30% and nonallowable deductions for interest expense from 42% to 33%
of interest income subjected to final tax.
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18. EQUITY

18.1 Capital Stock

The Company is authorized to issue 3,000,000,000 shares of common stock with a par
value of P1 per share.

18.2 Stock Split

On January 15, 2007 the SEC approved the amended articles of incorporation of the
Company which includes the reduction of the par value of the Company’s shares of
stock from P100 to P1 pet share. The reduction of the par value effectively increased
the number of shares that are issued as of the beginning of the year from 15,885,583 to

1,588,558,300.

18.3 Treasury Shares

In 2007, the Company reacquired additional 46,354,200 of its shates at a total cost of
P103,430,976. Included in those shares are the reacquisition of 446,774 shares from
dissenting stockholders. As of the end of 2007, all treasury shares held by the Company
with a total cost of P318,070,611 were eventually reissued.

In August 2008, the BOD approved the implementation of the Company’s Buy-Back
Program in order to enhance overall sharcholder value and show that it has a strong
financial position. In October 2008, the Company reacquired 22,277,000 shares at 2
total cost of P40,081,811.

18.4 Appropriation for Contingencies

On April 18, 1989, the Company’s BOD approved the establishment of 2 special
reserve which will serve as cushion to the paid-up capital in the event of extraordinarily
high loss occutrences or severe catastrophic losses. The amount of P5,000,000 was
initially appropriated from retained earnings for this purpose on April 30, 1989.
Subsequently, at December 31 of each year whete there is profit, 10% of such profit
shall be set aside as additional resetve for contingencies. The reserve balance, which is
shown as Appropriated under Retained Earnings account in the statements of changes
in equity, should not exceed, at any time, the amount of paid-up capital. The balance of
appropriation for contingencies amounted to P231,638,713, P221,334,777 and
P211,890,435 as of December 31, 2009, 2008 and 2007, respectively.

18.5 Declaration of Cash Dividends

The BOD approved the declaration of cash dividends of P0.04 per shate (or a total of
P86,387,104) on June 16, 2009, P0.20 per share (or a total of P436,390,920) on

March 25, 2008 and P0.07 (or a total of P152,736,822) on June 19, 2007, payable to
stockholders of record as of July 3, 2009, April 10, 2008 and July 16, 2007, respectively.
The dividends were paid within their respective year of declaration and approval
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19. RELATED PARTY TRANSACTIONS
The Company’s related parties include its principal stockholders, the Company’s key
management personnel and other related parties with which the Company had
transactions as described below.

19.1 Reinsurance Contracts with Related Partics

“The Company accepts and cedes insurance business under various reinsurance contracts
with related parties. The details of which follow:

2009 2008
Premiums P 1,313,818,543  P1,769,510,024
Retrocessions 53,278,609 67,839,767
Commission income 13,525,245 16,649,404
Commission expenses 174,173,857 201,305,754
Losses incurred 316,063,490 118,141,064
Loss tecoveries 45,737,776 11,949,042

As a result of the above transactions, reinsurance balances receivable from and payable to
related partes ate as follows (see Note 0):

2009 2008
Due from ceding companies P 304,657,139 P 554,211,494
Reinsurance recoverable on losses 40,967,517 33,196,941
Funds held by ceding companies 41,293,832 45,448,771
Due to retrocessionaires ( 35,594,833) ( 36,881,959)
Funds held for retrocessionatres ( 894,399 ) ( 112,727)

‘The balance of due from ceding companies pettaining to related parties is presented net
of P79,710,908 and P41,204,725 allowance for impairment as of December 31, 2009 and

2008, respectively.
19.2 Bank Accounts

"The Company maintains several savings and current accounts, and time deposits with
Bank of the Philippine Islands (BPI), a stockholder. The details of which follow:

2009 2008
Time deposits P 23,500,000 P 205,056,480
Savings and current accounts 2,332,565 3,451,311

P__25.832565 P_208.507.791
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19.3 Investment Management and Custodianship

The Company has entered into agreements known as “Investment Management
Agreement” and “Custodianship Agreement” with BPI for the management and
custodianship of certain investible funds of the Company subject to terms and cenditions
in the said agreements. These investments were presented in their respective statement of
financial position accounts as follows:

2009 2008
Cash and cash equivalents P 22,611,956 P 9,005,099
Available-for-sale financial assets 1,201,491,263  1,028,945,237
Loans and receivables 80,000,000 80,000,000

P1,304,103,219 P1.117.950.336

In consideration for the services rendered, the Company pays BPI service fees equivalent
to a certain percentage of the market value of the investments. Total service fees paid for
the years ended December 31, 2009 and 2008 amounted to P2,451,664 and P2,569,822,
respectively, and is charged against Dividend and Other Income-net under Investment
and Other Income account (see Note 13) in the statements of income.

19.4 Retirement Fund Investment Management

In 2006, the Company entered into a “Retirement Fund Investment Management
Agreement” with BP1 for the management of the investments of the Company’s
retirement funds subject to the terms and conditions in the said agreement.

In 2007, the Company also entered into a Trust Agreement whereby it designated Rizal
Commetcial Banking Corporation, another related party, as additional trustee of its
employee’s retirement plan.

19.5 Key Management Personnel Compensation

2009 2008 2007

Short-term benefits P 46,766,449 P 61,642,735 P 43,287,218
Post-employment benefits 2,615,573 2,238,886 1948613

P_4938022 p_ 63881621 P 45235831

MARGIN OF SOLVENCY

Under the Insurance Code of the Philippines, a non-life insurance company doing
business in the Philippines shall maintain at all times a margin of solvency equal to
P500,000 or 10% of the total amount of its net premiums wiitten during the preceding
year, whichever is higher. The margin of solvency shall be the excess of the value of its
admitted assets (as defined under the same code), exclusive of its paid-up capital, over
the amount of its labilities, unexpired risks and reinsurance reserves.

The final amount of the margin of solvency can be determined only after the accounts
of the Company have been examined and classified as to admitted and non-admitted
assets, as defined in the Insurance Code of the Philippines, by the IC.
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21. RECONCILIATION OF NET INCOME UNDER PFRS TO
STATUTORY NET INCOME

The reconciliation of net profit under PFRS and statutory net income follows:

2009 2008 2007

PERS net profit P 103,039,357 P 94,443,421 P 609,413,356
Difference in change in reserve

for unearned reinsurance

premiums — net ' ( 70,851,172)( 60,808,883 )(  40,142,234)
Defetred acquisition costs — net 24,184,634 ( 8,773,478) ( 29,479,995)
Tax effect of reconciling items - 20,874,708 24 367,780
Statutory net income P__56372,819 P.__ 45735768 P 564,158,907

22. EARNINGS PER SHARE

The earnings per share amounts after adjustment for the reduction of the par value of
the Company’s shares of stock on January 15, 2007 (see Note 18.2) are as follows:

2009 2008 2007

Net income available to
common shareholders P 103,039,357 P 94,443421 P 609,413,356

Divided by the average number
of outstanding common shares _2,176,922,899 _2176,922,899 _ 1,980.809.514

P 0.05 B 004 P 0.31

Diluted earnings per share is not determined since the Company does not have dilutive
shares as of December 31, 2009, 2008 and 2007.

23. COMMITMENTS AND CONTINGENCIES

The following are the significant commitments and contingencies involving the
Company:

23.1 Opetating Lease Commitments — Company as Lessee

The Company is a lessee under a non-cancellable operating lease covering one of its
offices. This lease was initiated during 2007 and has a term of two years, with renewal
options, and includes an annual escalation rate of 8% on the second yeat. The contract
was renewed on February 24, 2009 for a period of two years. The future minimum
rentals payable under this non-cancellable operating lease as of December 31 are as

follows:
2009 2008
Within one year P 915874 P 882,771
After one year but not more
than five years 231,728 1,147,602

P 1147602 P 2030373

T
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CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES
The Company’s capital management objectives are:

» to ensure the Company’s ability to continue as a going concern; and
® to provide an adequate return to shareholders

by complying with the capital requirements and limitation enforced by the IC and by
aligning the Company’s operational strategy to its corporate goals. The capital
requirements and limitation are as follows.

25.1 Minimum Capitalization

Under the Department Order No. 27-06 (DO No. 27-06), any reinsurance company
existing, operating, or otherwise doing business in the Philippines, must possess
minimum capitalization in accordance with the following schedule of compliance:

December 31, December 31,
2009 2008
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Rental expense recognized amounted to P1,653,628, P953,418 and P1,021,463 in 2009,
2008 and 2007, respectively, and is presented in the statements of income as part of
Miscellaneous account under General and Administrative Expenses (see Note 15).

23.2 Legal Claims

The Company is a defendant in a third party claim filed by a government agency against
the Company and other reinsurers. Management believes that the reserve set up
relating to this case is adequate to cover any liability that may atise from the ultimate

outcome of the case.

23.3 Others

In the normal course of business, the Company makes various commitments and incurs
certain contingent liabilities that are not given recognition in the accompanying financial
statements. Management believes that losses as of December 31, 2009, if any, that may

arise from these commitments and contingencies will not have any material effect on

the financial statement.

CATEGORIES AND FAIR VALUES OF FINANCIAL ASSETS AND
LIABILITIES

24.1 Comparison of Canying Amounts and Fair Values

The carrying amounts and fair values of the categories of financial assets and liabilities
presented in the statements of financial position are shown below:

Notes 2009 2008
Carrping Values _ Fair Values . {arrying Values _ Faic Valges

Financial asscts

Cash and receivables:

Cash and cash equivalents 5 P 683,659,159 P 683,659,159 P 1,149,558,287 P1,149,558,287
Reinsurance balances receivables 6 2,874,413,754  2,874,413,754  4,353,404,620  4,353,404,620
Loans and reecivables 8 __253.464,887 _ 253,464,887 . 195738148 _ 195738148

P3,811,537,800 P3.E1LI37,800 P5.098701.055 DS.608700.053

Available-for-sale (inancial assets:

1Debt securities 7 P5,187,509,694 P5,187,509,694 T 4,720,548,819 14,720,548,519
Liquity securitics 7 699,052,711 699,052,711 424,307,280 424,397,280
Investment in Asian Re shares 7 76,961,974 76,961,974 84,355,004 84,355,004
Vanous funds 7 85,211,785 85211785 55284786 55 284 T8O
PA,048,736,164 P6,648,736,164 PS284585880 1528405 880
Financial liabilitics

Reinsurance balances payable 6 P3,587,881,996 P3,587,881,996 P4,705,635337 P4,705,635,537

Accounts payable and other
acerued expenses 12 9,198,755 9,198,755 14,699,460 14,699,460
P 3597,080,761 P3,597,080,751 P4.720334.997 P4720.334.99]
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Section 195 of the Insurance Code provides that a domestic insurance company shall
declare or distribute dividends on its outstanding stock only from profits remaining on
hand after retaining unimpaired:

the entire paid-up capital stock;

the margin of solvency required;

the legal reserve fund required; and

a sum sufficient to pay all net losses reported ot in the course of settlement
and all liabilities for expenses and taxes.

“The Company is required to report such dividend declaration ot distribution to the IC
within 30 days from the date of such declaration.

Moreovet, the SEC, through its Memorandum Circular 11 dated December 5, 2008

has set guidelines in determining the appropriate amount of Retained Earnings available
for dividend distribution. This shall be based on the net profit for the year based on the
audited financial statements, adjusted for unrealized items which are considered not
available for dividend declaration. These unrealized items consist of the following:

”

share/equity in net income of the associate or joint venture

unrealized foreign exchange gains, except those attributable to cash and
cash equivalents

unrealized actuarial gains arising from the exercise of the option of
recognizing actuarial gains or losses directly to the statement of
comprchensive income

fair value adjustment arising only from marked-to-market valuation which are
not yet realized

the amount of deferred tax asset that reduced the amount of income tax
expense _
adjustment due to deviation from PFRS/Generally Accepted Accounting
Principles which results to gain

other unrealized gains or adjustments to the retained earnings




NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

Dear Stockholders:

Please be notified that the annual meeting of stockhclders of National Reinsurance
Corporation of the Philippines (the “Corporation”) will be held on June 28, 2010, Tuesday at
3:00 p.m., at the SGV Hall, 3/F AIM Conference Center, Benavidez corner Trasierra Streets,
Legaspi Village, Makati City, with the following agenda:

Call to order

Report on attendance and quorum

Approval of minutes of previous stockholders’ meeting

Management report for the year ended December 31, 2009

Ratification of all acts of the board of directors and officers during the
preceding year

Appointment of independent auditors

Election of directors, including the independent directors

Qther matters

Adjournment

gk Wwh e

© 0~ o

Stockholders of record as of May 17, 2010 shall be entitled to notice of, and to vote at
the said annua! stockholders’ meeting or any adjournment or postponement thereof.

Validation of proxy shall be held on June 24, 2010 at 3:00 p.m. at the principal office
of the Corporation.

On the day of the meeting, you or your duly designated proxy, are hereby required to
bring this Notice, and any form of identification (i.e. driver's license, company 1.D., TIN card,
etc.) to facilitate registration. Registration starts at exactly 2:00 p.m. and closes at 3:00 p.m.

Makati City, Metro Manita, April 30, 2010,

Corporate Secretary




PROXY
NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES

PROXY SOLICITED ON BEHALF OF THE MANAGEMENT OF NATIONAL
REINSURANCE CORPORATION OF THE PHILIPPINES FOR THE ANNUAL
STOCKHOILDERS’ MEETING TO BE HELD ON JUNE 29, 2010, TUESDAY, AT 3:00
P.M. AT THE SGV HALL, 3/F AIM CONFERENCE CENTER, BENAVIDEZ CORNER
TRASIERRA STREETS, LEGASPI VILLAGE, MAKATI CITY.

The Undersigned hereby appoints:
(a) The Chairman of the Board of Directors of  National Reinsurance

Carporation of the Philippines, or in his absence, the President of National
Reinsurance Corporation of the Philippines

as his/her/its Proxy to attend the above annual meeting of the stockholders of National
Reinsurance Corporation of the Philippines, and any adjournment or postponement thereof,
and thereat to vote all shares of stock held by the undersigned as specified below and on any

tatter that may properly come before said meeting.

Management recommends a vote on the following items and my vote is respectively
indicated below:

(1) Approval/ratification of the minutes of the annual stockholders’ meeting
held on June 22, 2009

FOR [TAGAINST I ABSTAIN

2) Ratification of the acts of the Board of Directors and Officers of the

Corporation
I FOR T AGAINST TABSTAIN

3 Appointment of Punongbayan & Araullo as Independent External Auditors
M FOR PAGAINST FTABSTAIN

(4) Election of Directors.

FOR. all nominees listed below, except those whose names are stricken
out

M WITHHOLD authority to vote for all nominees listed below.

(Instruction: To strike out a name or withhold authority to vote for any individual
nominee, draw a linc through the nominee’s name in the list below).




[~

For Regular Directors:

Winston F. Garcia

Helen Y. Dee

Roberto B. Crisol

Yvonne S. Yuchengeco
Alfonso .. Salcedo, Jr.
Josc Teodoro K. Limcaoco
Consuelo . Manansala
Noel M. Juan

For Independent Directors:

Romeo L. Bernardo
Primitivo C. Cal
Rizalino Navarro

In their discretion, the Proxics are authorized to votc upon such other matters as may
propetty come before the meeting. This proxy when properly executed will be voted i the
manner as directed above by the undersigned stockholder. Tf no direction is made, this proxy will
be voted for the above items in the discretion of the Proxy.

The manner in which this proxy shall be accomplished, as well as the validation hercof
shall be governed by the provisions of SRC Rule 20 (11)(b). Pursuant to this rule, a proxy
executed by a corporation shall be in a form of a board resolution duly certified by the Corporate
Secretary or this proxy form shall be executed by a duly authorized corporate officer
accompanied by a Corporate Secrctary’s certificate quoting the board resolution authorizing the
said corporate officer to execute this proxy.

This proxy may be revoked by the undersigned stockholder at any time by submitting to
the Corporate Secretary a written notice of revocation not later than the start of the meeting, or by
attending the mecting in person and signifying his intention to personally vote his shares.

[ate (Signaturc above printed name, including title
when signing for a corporation or partncrship or as
an ageni, altorney or fiduciary).

No. of shares held:

Please mark, sign, date, and return promptly in the accompanying envelope.




