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10.

11.

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-A, AS AMENDED

ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE COGRPORATION CODE OF THE PHILIPPINES

For the fiscal year ended: December 31, 2009

SEC Identification Number: 30118 3. BIR Tax Identification No.: 000-480-8369

Exact name of issuer as specified in its charter:
National Reinsurance Corporation of the Philippines, doing business

under the names and styles of Philippine National Reinsurance
Company; PhiiNaRe

Philippines 6. [ ] (sECUseOnly)
Province, Country or other jurisdiction of industry Classification Code:
incorporation or organization

18" Floor, Philippine AXA Life Centre 1200

Sen. Gil Puyat Avenue corner Tindalo Street Postal Code
Makati City, Philippines

Address of principal office

{632) 759-5801 to 06
Issuer's telephone number, including area code

Not Applicable
Former name, former address, and former fiscal year, if changed since last report.

Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of Each Class No. of Shares Cutstanding Amount
Common Shares 2,181,954,600 FPhp2,181,954,600.00
TOTAL 2,181,854 600 Php2,181,954,600.00

Are any or all of these securities listed on a Stock Exchange?
Yes[ X] No [}

If yes, state the name of such stock exchange and the classes of securities listed therein:
Philippine Stock Exchange Common



12. Check whether the issuer:

(a) has filed all reports required to be filed by Seciion 17 of the SRC and SRC Rule 171

thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141
of The Corporation Code of the Philippines during the preceding twelve (12) months (or for such
shorter period that the registrant was required to file such reporis);

13.

14.

15.

Yes [ X] No [ ]
(b) has been subject to such filing requirements for the past ninety (90) days.

Yes [X] No [ ]

State the aggregate market value of the voling stock held by non-affiliates of the registrant.
The aggregate markel value shall be computed by reference to the price at which the stock
was sold, or the average bid and asked prices of such stock, as of a specified date within
sixty (60) days prior to the date of filing. If a determination as to whether a particular person
or entity is an affiliate cannot be made without involving unreasonable effort and expense, the
aggregate market value of the common stock held by non-affiliates may be calculated on the
basis of assumptions reasonable under the circumstances, provided the assumptions are set
forth in this Form. (See definition of "affiliate” in “"Annex B").

Shares Held by Market Value per share Total Market Value
Non-Affiliates as of xx/xx/xx
XXX XXX XXX

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY/SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS:

Check whether the issuer has filed ali documents and reports required to be filed by Section
17 of the Code subsequent 1o the distribution of securities under a plan confirmed by a court

or the Commission. N/A

Yes| | Nol ]

DOCUMENTS INCORPORATED BY REFERENCE

if any of the following documents are incorporated by reference, briefly describe them and
identify the part of SEC Form 17-A into which the document is incorporaled:

(@) Any annual report to security holders;
(b} Any information statement filed pursuant to SRC Rule 20;

(c) Any prospectus filed pursuant to SRC Rule 8.1.
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PART | - BUSINESS AND GENERAL INFORMATION

Item 1. Business
(1) Business Development

National Reinsurance Corporation of the Philippines (hereafter the “Company” or the
“Corporation”) was incorporated in 1978 pursuant to Presidential Decree No. 1270. The
Company operates as a professional reinsurance corporation providing life and non-life
reinsurance to the Philippines and io neighboring insurance markets. Since 2007, the Company
has also been doing business under the names and styles of “Philippine National Reinsuraince
Company; PhilNaRe” in order to reinforce its image as the country’s national reinsurer and its
position as the only domesticafty-incorporated professional reinsurance company in the
Philippines.

The primary mandate of PhilNaRe is to assist in the development of the Philippine insurance
industry (a) by providing reinsurance capacity and support to Philippine insurance companies, (b)
by serving as a medium for regional and international cooperation in insurance, and (c) by
contributing towards higher retention of business within the counlry. The Company became a
vehicle for the Philippine insurance industry’s participation in the Asian Reinsurance Corporation
(“Asian Re"), a multilateral reinsurance entity based in Bangkok, Thailand established to foster
regional cooperation among insurance companies doing business in Asia.

Over a span of three decades, the Company developed into the largest domestic professional
reinsurer in the Philippines. PhilNaRe became the country’s sole domestic professional
reinsurance company following its merger with Universal Malayan Reinsurance Corporation
(“UMRe") on March 6, 2006. UMRe itself was the product of the 2004 merger between Universal
Reinsurance Corporation (‘URC") and Malayan Reinsurance Corporation (*“MRC”). Prior to their
2004 merger, URC had been the country’s second largest reinsurer and MRC had been ranked
third. At present, PhilNaRe has no subsidiaries.

The Company has not been a party to any bankruptcy, receivership or similar proceedings.
(2) Business of Issuer

Principal Products & Services

The Company writes both fife and non-life reinsurance. Major business lines under the non-life
segment include fire, marine & aviation, and casualty & others. Marine & aviation covers
insurance on aircraft, marine vessels and marine cargo. The casualty & others line covers vanous
business and personal insurance risks, the biggest of which are motor car and industrial all risk.
Industrial all risk is a blanket policy that protects a business establishment from various perils
such as fire, machinery breakdown and l[oss of property.

As of December 2009, casually & others accounted for 47% of the Company's Gross Premiumns
Written (“GPW") and 33% of Net Premiums Written (“NPW"), fire accounted for 27% of GPW and
29% of NPW, life accounted for 15% of GPW and 22% of NPW and marine and aviation
accounled for 11% of GPW and 16% of NPW.

The Company writes reinsurance largely for the domestic market. The portion of the Company’s
GPW accounted for by foreign insurance companies for the years 2007, 2008 and 2009 are 3%,
8% and 10%, respectively.

The Company offers reinsurance both on trealy and facultative arrangements or contracts.
Typically, in treaty arrangements, reinsurance is offered to cover more than one policy or entire,
precisely defined portfolios while facultative arrangements provide cover on a per policy basis.
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Facultative reinsurance is individually written by the reinsurer. Each facuitative reinsurance policy
is negotiated separately, with the pricing and other terms established at the time the policy is
underwritten. Under a facultative airangenient, the ceding company is under no obfigation to
reinsure any particular risk and the (einsurer to whom an offer is made is likewise under no

obligation to accept any particular risk.

i a treaty, the ceding company purchases reinsurance to cover specified blocks of business it
has underwritten. The ceding company and the reinsurer enter into a treaty contract which seis
out the terms, conditions and limitations which govern the reinsurance arrangements. Both
parties are automatically bound in advance with respect to any and all risks that fall within the
scope of the contract such that the ceding company would be obliged to cede, and the reinsurer
wouid be obliged to accept all business falling under the scope of the agreement. Reinsurance
treaties specify the ceding company’s binding fimit, which is the maximum amount of risk that can
be ceded automatically and that the reinsurer must accept. In contrast to facultative reinsurance,
the reinsurer does not approve each individual risk under a treaty arrangement.

The Company competes with a number of large foreign reinsurers in its selected lines of
business. These companies offer the lines of reinsurance that the Company also offers. The
Company benefits to a certain extent from Presidential Decree No. 1270 ( "PD 12707) which
mandates ali life and non-life insurance and reinsurance companies doing business in the
Philippines to cede to the Company at least ten percent of their outward reinsurance ptaced with

foreign reinsurers.

Risks

The occurrence of severe catastrophic events may have a material adverse effect on the
financial results and conditions

The Company reinsures property, marine and casualty insurance with large aggregate
exposures, corresponding to the possibility of loss due te natural and man-made disasters such
as typhoons, floods, and earthquakes. The Company expects that the loss experience generally
will include infrequent events of great severity. The risks associated with natural and man-made
disasters are inherently unpredictable, and it is difficult to predict the timing of such events with
statistical certainty or estimate the amouni of loss any given occurrence will generate. However,
such losses are considered manageable. The Company has procured an excess of loss
protection to limits its risk exposure to P40 million per catastrophic event.

A significant amount of the Company’s invested assets will be subject to changes in
interest rates, exchange rates and market volatility.

A major portion of the Company's assets are invested in fixed income and equity securities. The
Company has total investments of 6.8 billion, of which approximately 89% is invesled in fixed
income securities and 11% is invested in equities. The Gompany maintains a certain portion of
its investments in securities denominated in U.S dolars.

The fair market value of these assets and the investment income from these assets will flucluate
depending on general economic and market conditions. Investments in fixed income securities
may be adversely affected by fluctuations in interest rates. An increase in interest rates will
decrease the value of the investments while a decrease in interest rates will increase the value oi
the investments. The investment resuits may also be adversely affected by changes in the
business, financial condition or results of operations of the entities in which the Company invests.
Since a substantial amount of the Company’s invested assets are classified as securities
available for sale, changes in the market value of these securities will be reflected in

shareholders’ equity.
The Company's Board of Directors has established investment guidelines which involve
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diversifying the investment portfolio, limiting investmenis to instruments not exposed to significant
risks, performing rigorous analysis of potential investments and establishing suitable benchmarks
for targeted returns, among others. The Company currently invests only in instruments allowable
under Section 200 of the Insurance Code and by related issuances of the Insurance
Commissioner. The Board of Directors of the Company has established an Investment
Committee to impiement the Company's invesiment sirategy in accordance with approved
mvestment guidelines.

The Company’s financial condition may be affected by delays in the payment of premiums
by cedants.

On facuitative acceptances, the Company generally provides its cedants a grace period of 120
days for the settlement of premiums. Within this 120-day premium payment warranty term, the
company is obligated to pay legitimate claims arising from its acceptance of risk, even though it
may not have yet received any premiums. As of December 31, 2009, premiums receivable from
ceding companies amounted to P912.7 million.

To mitigate the risk of non-payment of premiums, the Company regularly reviews and evaluates
the financial capacity and payment history of the companies from which it accepts business.
Moreover, should the Company not receive premium payments within the prescribed premium
payment warranty termm, the Company automatically cancels its acceptance and any claims

arising from said acceptance will be denied.

The Company’s financial performance may be affected by the inability of its
retrocessionaires to pay their share of lJosses

As of end 2009, the Company retroceded R2 2 billion or 62% of Hs gross premiums written to
retrocessionaires. The Company retroceded part of the gross premiums in order to transfer the
risk to the retrocessionaire. As ceriain loss events occur, the Company is obligated to pay the
legal claims made by its customers. If the Company retroceded part of the premiums paid by its
clients to retrocessionaires, then the Company is entifled to recover commensurately the losses it
paid 1o its clients from the latter. However, if the retrocessionaire is not able to pay the claims
made by the Company, the latter will shoulder the losses it paid to its customers and this will
impact negatively on the Company’s financials. As of end 2009, reinsurance recoverable on

losses amounted to R2.1 billion.

In choosing its retrocessionaires, the Company takes into consideration a retrocessionaires
financial capacity, technical knowledge/expertise and industry reputation. The Company also
considers the retrocessionaires record of paying claims and adverse balances. The Company
adheres to these guidelines to ensure that this risk is mitigated and/or avoided.

Item 2. Properties

The net property, plant and equipment of the Company as of December 31, 2009 amounted to
P130 miltion, broken down as follows:

Accumulated
{in Philippine Pesos) Cost Depreciation Net book va:ue
_Condominium units 104,227,734 37,032,968 67,194,766
Office improvenients 14,284,102 12,003,316 2,280,786
Office furniture and equipment 9,590,920 9,081,416 509,514
Transportation Equipment 13,300,379 7,417,098 5,883,281
ECP Equipment - 67,630,760 13,464,174 54,166,586
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The Company’s principal office is located at the 18" Floor, Philippine AXA Life Centre, Sen. Gil
Puyat Avenue corner Tindalo Street, Makati City. The Company owns the office space cc.itaining
approximately 893.13 square meters together with 7 parking slots.

The Company also maintains a Life and Corporate Services Center office at the 31% Floor, Ayc.a
Life-FGU Center, 6811 Ayala Avenue, Makati City, containing approximately 824 square meters
together with 8 parking slots. This property had been owned by UMRe which, as earlier
discussed, was merged into the Company on March 6, 2006 Pursuant to the merger, ownership
of the Ayala Life-FGU office condominium was passed to the Company.

The Company also leases 143.4 square meters of office space located on the 19" Floor of
Philippine AXA Life Centre for use of the Company’s Accounting Department. The term of the
lease is until March 31, 2011, with monthly lease payments of approximately P87,000.

The Company does not intend to acquire any major properties in the next twelve months.

There are no liens, mortgages or encumbrance over the aforementioned properties of the
Company. There is likewise no limitation on the ownership or usage of the said properties,
except a portion of the Ayala Life-FGU office space, which the Company currently ieases io
BPI/MS lnisurance Corporation.

There is no litigation or claims of material imporlance known to the Company to be pending or
threatened against the Company's properties.

Item 3. Legal Proceedings.

The Company is currently a party 1o the following litigation cases:

1. Industrial Bank of Korea vs. DOMSAT
Civil Case No. 99-1853
Regional Trial Court, Makati City, Branch 135

This is a third-parly comptaint filed by the Government Service Insurance System (GSIS) against
the Company as well as other reinsurers (collectively, the “reinsurers”). The third-party complaint
stermimed from a comptaint filed by the industrial Bank of Korea, ef af. against DOMSAT Holdings,
inc. (*DOMSAT™) and GSIS to coliect DOMSAT’s debt in the amount of US$11 million, plus
interest, default interest, expenses as well as damages. The proceeds of the loan were used to
finance DOMSAT's two-year lease and/or purchase of a Russian sateiite. GSIS’s liabilty is
based on the surety bond it issued to guarantee the repayment by DOMSAT of its debt (the
“surety bond"). GSIS filed a third-party complaint against the reinsurers pursuant to the terms of

the bond reinsurance binder and the reinsurance treaty executed by them.

GSIS filed a Manifestation and Urgent Omnibus Motion dated March 25, 2008 (*Motion™) which
moved for the continuation of the main complaint between the lenders on the one hand, and
DONSAT as well as GSIS on the other (Industrial Bank of Kerea, et al. vs. DOMSAT, et al.).
GSIS further moved for the suspension of the proceedings in its third-party complaint against the
Company and the other reinsurers, because the liability of the reinsurers is contingent on the
liability of GSiS in the main complaint. The Corporation filed its manifestation dated April 14, 2008
informing the court that it has no objeclion to GSIS’ motion. GSIS further Jled a Manifestation
with Urgent Motion dated October 13, 2008 which moved for the deferment of third-party
proceedings. On October 29, 2008, the Company fited a manifestation stating that it has no
objection to GSiS’s Manifestation and Urgent Motion dated October 13, 2008



in view of the GSIS’ pending mations, GSIS deferred its initial presentation of evidence in the
third-party proceedings.

On December 22, 2008, the Corporation received an Order dated December 12, 2008, where the
court suspended the proceedings against the Corporation and the third-party defendants until
after the completion of the proceedings in the main complaint, since the third-party defendants’
liability is contingent on GSIS’s liability in the main complaint. Thus, the third-party proceedings
were deferred unti! the completion of the proceedings in the main complaint.

2. NRCP vs. Stronghoid Insurance Company, Inc.
Insurance Commission, Manila

This is a complaint filed by the Company with the Insurance Commission against Stronghoid
Insurance Company, Inc. (“*Stronghold™} for the revocation or cancelflation of Stronghold's license
to conduct insurance business.

Government Service Insurance System (“*GSIS™) and Bangko Sentral ng Pilipinas (*"BSP") entered
into a iire insurance coniract, where the latter insured its PICC Building with the former. GSIS, in
turn, reinsured its risk with the Company. The Company then reinsured its risk with Stronghold,
which likewise reinsured its risk with other entities.

On February 22, 2001, BSP incurred a loss due 1o the fire which occurred at the western portion
of the PICC Building. GSIS paid BSP the amount of R111,089,965.65 for the building and
R216,236,687.73 for the contents thereof. The Company then paid its share of GSIS claim
amounting to R63,321,280.00 for the buildings and R9,254 912 01 for the contents on various
dates. Thereafter, the Company notified Stronghold of the total amount of its share in the 10sS,
which amounts to P57,64,800.39 for the buildings and R§,413556.67 for the contents.

Despite demands, Stronghold unjustly refused to pay its share of loss to the Company, to the
latter's damage and prejudice. Thus, on January 19, 2010, the Company filed a complaint with
the Insurance Commission against Stronghold for the revocation or suspension of Stronghold's
license to do insurance business. Stronghold filed its Answer with Compulsory Counterclaims
and the Company filed its Reply to the Answer.

The Company intends to file a separate civil action to collect the amount due from Stronghold.
Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of the stockholders during the fourth quarter of the fiscal
year ending December 31, 2009.



PART il - OPERATIONAL AND FINANCIAL INFORMATION

ltern 5. Market for issuer's Common Equity and Related Stockholder Matters

(A)
Stockholder Matters

Market Information

(1)

Market Price of and Dividends on Registrant’'s Comiion Equity and Rela

The common shares of the Company have been listed on the Philippine Stock Exchange since

April 27, 2007. The high and low prices for each quarter of the last lwo year

| 2008 2008 2009 2009

o ) High Low High ilow

|  1st Quarter 3.30 2.34 1.34 1.22
2nd Quarter 3.20 2.00 1.90 1.24
3rd Quarter 2.34 1.92 2.12 1.58
ath Quarter 1.96 1.20 1.80 1.58

s are as follows:

The price information as of the latest practicable trading date, March 31, 2010, was P1.52 per

share.

{2) Holders

Approximate Number of Holders as of 31 December 2009
There were approximately 295 cornmon shareholde

The Top 20 shareholders as of December 31,
percentage ownership of the Company, are as follows:

ted

rs of the Company as of December 31, 2009.
2009, with their corresponding shares and

No. of Shares |
Name of Record Owner Held Percentage
1 PCD Nominee Corporation
(Filipino) 1,440,185,320 66.68%
.| {Non-Filipino) - L 95,177,100 |  441%
2 | Bank of the Philippine Islands | 290,795,500 13.46%

3 | FGU Insurance Corporation B 36,126,000 167% |

4 | Malayan Insurance Company, nc. | 35610,100 |  1.65% |
5 | Ayaia Life Assurance, Ing. 28,274,900 1.31%

'6 | Rosario, Paul Gerard B. Del 23,021,000 1.07%

7 Philippine Charter Insurance Corp. 15,305,900 11%

8 First Nalionwide Assurance Corp. 13,157,000 |  61% |
9 | Philippines First Insurance Co.,Inc. | 11,057,200 | S1%
10 | _Bagﬁrﬁs_sug@g&o&oratb_n__ ) 10,295,280 | A48%
41| Philippine American Life insurance Co. 8,628,600 40%

12 | Pa, Ana Go &for Go Ki o 7,500,000 35% |

13 | Empire Insurance Company ! 7,498,900 35%

14 | Industrial Insurance Co., Inc. - B 6,184,200 29%

15 | Allied Bankers Insurance Corporation 5,428,700 25%

16 | Phil. International Life insurance Co., Inc. | 51 10,900 |  .24%

17 | FLT Prime Insurance Corporation N 4,538,700 21%

18 | New India Assurance Co., Ltd. - o 4,168,300 .19%

19 | South Sea Surety & Insurance Co., Inc. 4152700 19%

20 | Equitable Insurance | Corporation #_ﬁ_tL(Lﬂ')_OQO_ - 19%
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(3) Dividends

It is the Company’s poiicy to declare dividends regularly with the pay-out determined by the
Company’s performance as well as by the availability of unappropriated retained earnings for
distribution. On June 16, 2009, the Company declared cash dividends amounting to a tolal of
P86,387,104.00. The payment of dividends by insurance companies is governed in the
Philippines by Section 195 of the Insurance Code as well as by Section 43 of the Corporation
Code, both of which establish the appropriate amount of retained earnings which may be paid out
for dividend distribution. Beyond these inherent limitations, there are no known restrictions or
impediments to the Company’s ability to pay dividends onn common equity or are there likely to be
any in the future.

(4) Recent Sales of Unregistered or Exempt Securities, Including Recent
Issuance of Securities Constituting an Exempt Transaction

The following table sets out details of the shares sold by the Company from January 1, 2007 to
December 31, 2009, which includes new issues, shares issued in exchange for property, services
or other shares, and new shares resulting from the modification of outstanding shares.

Exemption from

1

Date No. of Shares Purchaser Consideration : .
registration
Section 10.1(})
Jan. 15,2007 | 1471219325 | 'Ssuedto sharehoiders P1.00 per of the SRC
after stock spilit Share

On December 22, 2008, the Company’s stockholders hoiding or representing at least two-thirds
(2/3) of the outstanding capital stock of the Company approved the resolution of the Board of
Directors adopted on November 28, 2006, for the stock split or the decrease in the par value of
the authorized capiial stock from Thirty Million (30,000,000) shares with a par value of One
Hundred Pesas (R100.00) per share to Three Billion (3,000,000,000) shares with a par value of
One Peso (R1.00) per share. The SEC approved the stock split on January 15, 2007. This
resulted in the pro rata distribution of 1,471,219,325 shares to the sharehoiders as of January 15,
2007. The stock split is an exempt transaction under Section 10.1(j) of the SRC because it is
essentially an exchange of securities by the Company exclusively made with its existing
stockholders and no commission was paid or given in connection with such stock split.
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Item 6. Management’s Discussion and Analysis of Financial Condition and Results of
Operations

Review of 2639 versus 2008

Results of operations

Reinsurance premiums — net of returns or Gross Premiums Written

Gross premiums written in 2009 decreased by P955.1 million, or 21.3%, to P3,538 .4 million from
P4,493.5 million in 2008. The decrease was due largely to the Company’s stricter underwriting
policies, which resulted in the cancellation of certain unprofitable treaties and facultative
business, the losses from which negatively affected the Company’s underwriting performance in
previous years. Consequently, reinsurance premiums from the casually iine of business
decreased from P2,254.8 milfion in 2008 to P1,652 miflion in 2009. Reinsurance premiums from
the Company’'s marine business also decreased from P784 million in 2008 to P384.1 mitlion in
2009. These declines were not offset by reinsurance premiums from the fire business, which
grew from P844 million in 2008 to P971.2 million in 2009 or from the life business, which
increased from P510.7 miltion in 2008 to P531.2 million in 2009,

WNet premiums retained

The percentage decline in net premiums retained was lower than gross premiums because of the
Company’s higher retention ratio. Net premiums retained in 2009 decreased by P227.6 million,
or 14.4%, to P1,352.4 million from P1,580 million in 2008. Retention ratio in 2009 was 38.2% in
2009 as against 35.16% in 2008, owing to the fact that a large portion of risk acceptances
cancelled or not renewed in 2009 were risks in which the Company had a lower retention.

Premjums earned

Premiums earned in 2009 decreased by only P80.5 million, or 5.2%, to P1.471 million from
P1,551.3 million in 2008. This was due to a decrease in the reserve for uneamed premiums of
P118 miftion in 2009 as against an increase in the reserve of P28.6 million in 2008. Unearned
premium reserve represents the unearned portion of premium income recognized from policies in
force as at report date. The drop in 2009 of the Company’s gross premiums written and net
premiums retained resulted in a decline in this reserve and therefore an addition to earned

premiums.

Share in claims and losses

Despite the occurrence of a number of fire, marine and catastrophe-related (i.e., typhoon) losses
in 2009, share in claims and losses for 2009 decreased by P204.3 million, or 16.5%, to P1,033
miltion from P1,237 million in 2008. The decrease was largely due to the denial of certain claims
due to non-payment of the associated reinsurance premiums.

Commissions - net

The increase in net commissions of P19.8 million or 5.1% from P387.2 million in 2008 to P407
mikion in 2009 was the resuitam effect of the P118.5 million decrease in reserve for unearmed
premiums. The decline in this reserve, which resulted in additional premiums deemed earned
under the 24™ method of premium accounting, also resulted in the recognition of the associated
acquisition cost (i.e., commission) which had until then been deferred

investment income and other income
Investment income and other income rose by 4% to P466.7 miliion in 2009 from P449.2 million in

2008. During the year, positive trends prevailed in the Company’s main investment markets of
Philippine equities and bonds.

Interest Income increased by P2% or P7.4 million to P382 million in 2009 from P375 million in
2008 as the Company continued to invest in high-quality fixed-income government securities and
corporate bonds. Other income, comprised largely of dividend and trading income, experienced a

il



turnaround in 2009 with a gain of P108 million conpared to a loss of P41 million in 2008. This
cushioned the impact of unarealized foreign exchange loss in 2009 amounting to P24 .3 miilion

General and administrative expenses

Genera! and administrative expenses (GAE) increased by 53.6% to P325 million in 2009 from
P211.7 million in 2008, primarily due to additional provisions for impairment (i.e., bad debts) of
P128 million. Without the provision, GAE in 2009 would have decreased from the previous year.

Provision for income tax

The income tax provisions for 2009 and 2008 were flat at P70 million. These provisions relate
primarily to final tax on the Company's interest income on bank deposits, government securities
and corporale bonds.

Nef income
As a resull of the aforementioned factors, the Company ended 2009 with a net income of P103
million, P9 miliion or 9% higher than 2008 net income of P94 miition.

Financial condition

As of December 31, 2009, total resources of the Company stood at P11,096 miilion, P1,175
million lower than total resources of P12272 million as of December 31, 2008. Excluding
reinsurance accounts, assels were primarily comprised of cash and short-term investments, fixed
income securities, and equily investments designed to match the cash flow requirements of
reinsurance liabilities. Material changes in the Company’s resources which contributed to the
decrease are described below.

Reinsurance balances receivable, net of allowance for impairment of P268 million, decreased by
P1,479 million or 34% to P2,874 4 million in 2009 from P4,353.4 million in 2008 mainly due to the
decline in gross reinsurance premiums written. Reinsurance balances receivable include
premiums due from ceding companies (decreased from P1,669 million in 2608 to P912.7 million
in 2009), reinsurance recoverable on unpaid losses (decreased from P2,403 mitlion in 2008 to
P1,760 million in 2009) reinsurance recoverable on paid losses (increased from P308 milion in
2008 to P350 million in 2009) and funds held by ceding companies (increased from P112 million
in 2008 1o P120 million in 2009.)

Available-for-sale financial assets increased by P764 million or 14.5% to P6,048.7 million in 2009
from P5,284.6 million in 2008, reflecting mark-to-market adjustments as well as transfers from
cash and cash equivalents to available-for-sale financial assets.

Loans and receivables went up by P57.7 million or 29.5% to P253.5 million in 2009 from P195.7
million in 2008 principally due to the Company’s investment in fixed rate corporate promissory
notes due 2011 of EEI Carporation.

Property and equipment, net of accumulated depreciation increased by P43.5 million or h0% to
P130 million in 2009 from P86.5 million in 2008, mainly due to acquisition of new computers and
peripherals as replacements for existing equipment as well as for the computerization project of
the Company which commenced in 3¢ quarter 2009.

Deferred acquisition costs dropped by P35 million or 17.4% to P166 million in 2009 from P200.7
million in 2008, reflecting portions of deferred acquisition cost booked in 2008 that were charged
to commission expense in 2009. The decrease is also related to the drop in premium volume for
2009 and the corresponding decrease in uneamed premium reserve.

Deferred reinsurance premiums showed a decrease of 6.7% to P772 million in 2009 from P827.3
million in 2008 largely due to lower tevel of premiums in 2008 compared to 2008.



Deferred inpul value added tax decreased by P9.5 million or 14.7% to P55 million in 2009 from
P64.5 million in 2008 mainly due to decline in commission expense subject to VAT.

Other assets increased by 3.5% to P113.2 million in 2009 from P109.4 million in 2008 primarily
due to an increase in unutilized creditable expanded withholding.

Total liabilities decreased by P1,380.7 million or 21.86% to P4,941.2 million in 2009 from P6,322
million in 2008. The decrease in total liabilities is explained below:

Reinsurance balances payable decreased by 23.8% or by P1,117.8 million to P3,587.9 million in
2009 from P4,705.6 million in 2008 due largely 1o the overall decrease in reinsurance premiums
in 2009. This account primarily includes amounts due to retrocessionaires, which declined from
P1.105.6 million in 2008 to P468.8 million in 2009; funds held by retrocessionaires, which
decreased from P83.8 million in 2008 to P71 miflion in 2009; and claims payable, which
decreased from P3,516.2 million in 2008 to P3,048.1 million in 2009.

Accounts payable and accrued expenses decreased by P11 million or 24.3% from P45.5 million
in 2008 to P34.4 million in 2009 principally due to the reversal of a pre-merger accrued expenses
and retirement liabilties which were set up in 20086.

Reserve for unearned reinsurance premiums declined to P1,179.1 million in 2009 from last year's
P1,353.1 million or by P174 million (12.9%) traced largely to decrease in gross reinsurance
premiums written during the year on casualty and marine business.

Deferred reinsurance commission declined by P10.8 million or 10% from P108.3 million in 2008
to P97.5 million in 2009, reflecting the Company’s lower level of commission income.

‘Deferred output value added tax decreased by P67.1 million or 61.3% to P42 million in 2008 trom
P109.4 million in 2008 due to lower commission income subject to VAT,

Total equity as of December 31, 2009 stood at P6,155 million, an increase of P204.9 million or

3.4% from P5,950 million in 2008. The increase was primarily due to net income of P103 million
and P188 million positive movement in the Company’'s revaluation reserve less a dividend

payment of P86 million in 2009.
Material changes (increase/decrease of 5% or more) in the financial statements
income Siatement items - 2009 versus 2008

21% decrease in reinsurance premiums
Principally due to cancellation of non-profitable marine treaty and facultative business.

25% decrease in retroceded premiums
Due to decrease in reinsurance premiums.

14% decrease in net premiums retained.
Due to decrease in reinsurance premiums offset by increase in retention ratio.

514% decrease in reserve for unearned reinsurance premiums.
Due to higher level of current relative to deferred reinsurance premiums.

11% decrease in underwriting deductions
Due to lower level of compensable claims offset by higher commission expense.

143% increase in net underwriting income
Attributable to decline in underwriting deductions, i.e., lower claims expense.



54% increase in general and administrative expenses
Principally due to additional provision far impaimment.

9% increase in net income.
Largely due to positive underwriting results and higher investment and other incocme.

Balance Sheet ifeins - 2009 versus 2008

41% decrease in cash and cash equivalents.
Mainly due to conversion from cash to available-for-sale financial assets.

34% decrease in reinsurance balances receivable
Due to decrease in reinsurance recoverable on losses.

14% increase in available for sale financial assets.
Essentially due to additionat investments and mark-to-market gains during the year.

29% increase in fcans and receivabies. -~ T
Principally due to additional investment made in EE! fixed rale corporate promissory notes.

50% increase in property and equipment, net
Mainly due to acquisition of additional computers and peripherals for replacement and for

computerization project of the Company.

17% decrease in deferred acquisition cost.
Due to decline in gross premiums written.

7% decrease in deferred reinsurance premiums
Principally due to lower level of retroceded premiums.

15% decrease in deferred input value added tax
Largely due to lower commissions which are subject to input VAT.

3% increase in other assets
Due to increase in unutilized creditable expanded withholding tax.

24% decrease in reinsurance balances payable
Largely due to lower tevel of claims payable.

24% decrease in accounts payable and accrued expenses
Principally due to reversat of pre-merger accrued expenses and retirement labiity.

13% decrease in reserve for unearned reinsurance premiums
Essentially due to lower level of reinsurance premiums assumed.

10% decrease in deferred reinsurance commissions
Due to lower commission income.

61% decrease in deferred output value-added tax
Due to lower commission income subject to VAT.

3% increase in stockholders’ equity
Primarily due to net income plus higher revaluation reserve.



Review of 2008 versus 2007

Resulis of operations

Reinsurance premiums — net of returns or Gross Premiums Wiitten

Gross premiums written in 2008 increased by P176.9 million, or 4.1%, to P4,493.5 million from
P4,316.6 million in 2007. The growth in reinsurance premiums was largely due to acceptances in
both marine treaty and facuitative businesses, which increased by P109.5 million or 73.1% and
P235.4 million or 81.3%, respectively. Reinsurance premiums from casuafty lines and life
business also grew by P212.7 million (10.4%) and P62.5 miltion (13.9%), respectively. Offsetting
this growth was a deciine in premiums from the fire business, which dropped by P443.1 million or
31.9% in 2008.

Net premiums retained

Despite relatively modest growth in gross premiums, net premiums in 2008 grew by 28.7% to
P1.,580.0 million from P1,227.4 million in 2007. Retention ratio thus increased from 28.4% in
2007 to 35.2% in 2008, reflecting the Company's efforts to retain more risk (and therefore more
premiums) for its own account. The non-life business increased its retention ratio to 32.7% in
2008 from 25.2% in 2007 while the life business slightly decreased 1o 54.1% in 2008 from 56% in

2007.

Premiums earmed

Premiums eamed also increased by 32% to P1,551.3 million in 2008 from P1,175.3 in 2607,
mainly due to the strong growth in premiums retained and a decrease in reserve for unexpired
risk of P28.6 million arising from the use of the 24" method of recognizing reinsurance premiums.

Share in claims and losses

Share in claims and losses doubled in 2008 (P1,236.9 million in 2008 as against P809 million in
2007) due to higher incidence of fire and catastrophe-reiated (i.e., typhoon) marine losses.
Claims incurred included large fire and marine losses including, among others, losses from
Carlos Gothong Lines, Negros Navigation, Sulpicio Lines, Baclaran Terminal Plaza and Makati
Supermarket. Loss ratio for 2008 was 79.7% as against 51.8% in 2007.

Commissions - net

Net commission increased by 120.9% to P387.2 million in 2008 as against P175.3 million in 2007.
Commission ratio increased to 24.5% from 14.3% last year. The increase was attributable to the
Company’s higher overall retention, which resulted in lower commission income, and 1o higher

conmmission expense on certain new life business.

Investment income and other income

Investment income and other income declined by 2.37% to P449.2 million in 2008 from P460.1
million in 2007. The decline was largely due to trading losses owing to the steep drop in the
Philippine stock market. Higher interest rates also negatively affected the valuation of the
Company's investment portfalio, which is concentrated largely in fixed income investments.

Interest Income increased by 10% to P375 million in 2008 from P341 million in 2007 due to a
higher level of investible funds. In 2008, the Company's foreign exchange gain amounted to
P115.3 million compared to a foreign exchange foss of P179.3 miliion in 2007. This cushioned the
impact of a significant decline in trading income for 2008.

General and administrative expenses
General and administrative expenses increased by 45.9% to P211.7 million in 2008 from P145
million in 2007. This was mainly due to an increase in salaries and employee benefits of P33.8
million and a provision for impairment amounting to P32.8 million. The increase in personnel
costs relate to the payment in 2008 of employee bonuses for 2007 performance. The provision
15



for impairment reflects management's assessment as to the collectability of certain long-
outstanding receivables. Without the impairment cost, the Company’s overall expense ratio was
flat at 11% for the years 2008 and 2007.

Frovision for income tax
The income tax provision of P70.3 million for 2008 was 27.2% lower than the 2007 figure of P96.6
million due to the lower income before tax of P164.7 million in 2008 compared to P706 million in

2007.

Net Income
As a result of the aforementioned factors, net income in 2008 dropped by 84.5% to P94.4 million

from P609.4 million in 2007.
Financial condition

Total resources increased by P753.9 million or 6.55% to P12,272 million in 2008 from P11,518
million in 2007. Material changes in the Company's resources which contributed to the increase

are described below.

Reinsurance balances receivable increased by P1 444 6 million or 49.7% to P4,353 4 miilion in
2008 from P2,908.8 million in 2007 primarily due to an increase in reinsurance recoverable o
losses. This represents the amount recoverable from the Company’s retrocessionnaires as their
share in the Company’s claims and losses. The increase is consistent with the increase in the
Company's losses in 2008 from its reinsurance operations.

Available-for-sale financial assets increased by P67 million or 1.3% to P5 284.6 miilion in 2008
from P5,217.5 million in 2007, reflecting additional investments in fixed income securities issued
by the National Government.

Loans and receivables increased slightly by P1.7 million or .90% to P195.7 million in 2008 from
P194 million in 2007 mainly due to an increase in accrued interest receivable.

Property and equiprment, net of accurmutated depreciation decreased by P4.8 million or 5.2% 1o
P86.5 million in 2008 from P91.3 million in 2007, mainly due to recorded depreciation (P11.1
million) being higher than capital expenditure of P4.4 million in 2008.

Deferred acquisition costs declined by P6 million or 2.9% to B200.7 million in 2008 from p206.7
millien in 2007, reflecting portions of deferred acquisition cost booked in 2007 that were charged
to commission expense in 2008.

Deferred reinsurance premiums showed a decrease of 38.6% to P827.3 million in 2008 from
P1.348 3 million in 2007. This account pertains to the porlion of reinsurance premiums ceded
out that relate to the unexpired periods of the policies as of December 31, 2008 and the decrease
is consistent with the increase in the Company’'s retention, which resuited in lower level of
outward cessions.

Deferred input vélue added tax decreased by P17.1 miliion or 21% to P64.5 million in 2008 from
P81.6 million in 2007 largely because of the discontinuance of VAT on reinsurance premiums
effective April 6, 2007 (BIR Revenue Regulation 4-2007).

Other assets decreased by 10.8% to P109.4 million in 2008 from P122.6 million in 2007. The
decrease was mainly due to reclassification of accounts amounting to P26 miltion from deferred
withholding VAT to deferred output value added tax.

Total liabilities increased by P1,481.3 million or 30.6% to P6,321.9 million in 2008 from P4,840.7
million in 2007. The increase in total liabilities is explained below:
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Reinsurance balances payable increased by 76.2% or by P2,034 .4 million to P4,705.6 million in
2008 from P2.671.2 million in 2007. The increase was largely due to additional provisions for
claims in respect of the large losses that occurred during the year.

Accounts payable and accrued expenses increased by 6% or P2.6 miflion to P45.5 million in 2008
from P42.9 million in 2007. The increase was mainly due to increase in accruais of various
expenses such as utilities, transportation, employee benefits and fringe benefit tax.

Reserve for unearned reinsurance premiums decreased by P492.4 million or 26.7% from
P1,845.5 million in 2007 to P1,353.1 million in 2008. The decline represents the unearned partion
of premium income recognized from policies in force as of December 31, 2007, which were
deemed earned in 2008 under the 24" methad.

Deferred reinsurance commission declined by P14.8 million or 12% from P123.1 million in 2007
to P108.3 million in 2007, reflecting the Company’s lower level of commission income.

Deferred output value added continued to decline, decreasing by P46.9 million or 30% to P109.4
million in 2008 from P156.3 miflion in 2007 because of the non-VAT status of reinsurance

premiums since April of 2007,

Deferred tax liabilities declined to zero in 2008 from P1.6 million in 2007 due to the Company’s
incurring a gross loss (for tax purposes) and utilization of net operating loss carryover (NOLCO)
in 2008.

Total equity declined by P727.4 million mainly due to payment of P436 million in cash dividends,
lower revaluation reserve due to the impact of mark-to-market adjustments in the Company's
investment portfolio, and the reacquisition of 22,277 000 shares of stocks under the Company's

stock repurchase program.

Material changes (increase/decrease of 5% or more) in the financial statements
Income Statement items - 2008 versus 2007

4% increase in reinsurance premiums
Principally due to increase in volume of marine business both from treaty and facultative sources.

6% decrease in retroceded premiums
Due to increase in retention.

29% increase in net premiums retained
Due to higher retention rate, particularly for marine business.

45% decrease in reserve for unearmned reinsurance premiums.
Primarily due to higher level of current relative to deferred reinsurance premiums.

107% increase in underwriting deductions
Due to higher volume of claims and losses during the year, paricularly for marine and fire

businesses.

119% decrease in net underwriting income
Due to increase in claims and losses for fire and marine business.

46% increase in general and administrative expenses
Principally due to increase in manpower related expenses and provision for impairment.



27% decrease in tax expense.
Principally due to lower taxable base arising from net underwriting 10ss.

85% decrease in net income.
Due to net underwriting loss and lower investment and other income.

Balance Sheet items - 2008 versus 2007

15% decrease in cash and cash equivalents
Mainly due to payment of cash dividends.

50% increase in reinsurance balances receivable
Largely due to increase in reinsurance recoverable on losses.

5% decrease in property and equipment, net
Due to lower capital expenditure during the year.

39% decrease in deferred reinsurance premiums
Principally due to lower level of retroceded premiums.

21% decrease in deferred input value added tax
Due 10 runoff on value added tax on reinsurance premiums.

11% decrease in other assets
Due to reclassification of accounts from deferred input to deferred output VAT.

76% increase in reinsurance balances payable
Largely due to increase in provision for claims pertaining to large losses.

6% increase in accounts payable and accrued expenses
Due to increase in accruals for various expenses (utifities, transportation, & manpower related

€XPenses).

27% decrease in reserve for unearned reinsurance premiums
Due to lower level of deferred reinsurance premiums.

129% decrease in deferred reinsurance cCOMmMIsSsions
Due to lower commission income.

30% decrease in deferred output value-added tax
Due to payments of value added tax.

100% decrease in deferred income tax liabilities
Primarily due to utilization of NOLCO for 2008.

11% decrease in stockholders’ equity
Primarily due payment of cash dividends and lower revaluation reserve.



Review of 2007 versus 2006

Results of operations

Reinsurance premiums — net of returns or Gross Premiums Written

Reinsurance premiums {(net of returns) in 2007 increased by P535.1 million, or 14.2%, to
P4,316.6 million from P3,781.5 million in 2006. The increase in reinsurance premiums was
mainly due to new facultative accounts as well as larger shares on treaties renewed during the
year. Reinsurance premiums from fire rose by 18% to £1,387.2 million in 2007 from P1,175.3
miilion in 2006, while reinsurance premiums from casualty and other lines went up by 21.4% to
P2,042.1 million in 2007 from R1,682.1 millton in 2006. Reinsurance premiums from the life
business increased by 16.6% to P448.2 million in 2007 from P384.4 million in 2006.These
increases were offset by a decline in reinsurance premiums from marine and aviation fines, which
went down by 18.6% to P439.2 million in 2007 from P539.7 million the previous year.

Net premiums retained

Net premiums retained in 2007 increased by P273.5 million or 28.7% to P1,227.4 million from
P952.9 million in 2006. Overall retention ratio thus increased to 28% in 2007 compared to 25% in
2006. The life business increased its retention ratio to 56% in 2007 from 50% in 2006. The
retention ratio of non-life business also went up to 25 2% in 2007 from 22.4% in 2006. Retention
rate of marine and aviation lines rose to 55% in 2007 compared 1o 52% in 2006. Retention rate of
the fire business went up 1o 25.5% in 2007 from 20.2% in 2006 and the casualty business from
18.7% in 2007 to 14.4% in 2006.

FPremiums earned

Consistent with the growth in net premiums retained, premiums earned in 2007 increased by
26.6% to P1,175.3 million from P928 million in 2006. The increase in reserve for unexpired risk
amounted to P52.1 miilion in 2007 compared to P259 miliion in 2006. This difference reflects
both increased volume of business as well as timing of booking of reinsurance contracts.

Share in claims and losses

Share in claims and losses in 2007 increased by P54.5 million or 9.8% to P609 million from
P554 6 million in 2006. However, loss ratio improved to 51.8% in 2007 from 59.8% in 2006. Non-
life claims and losses increased 14.6% to P553.9 in 2007 while life claims and losses decreased
22 7% to P55.1 in 2007. The loss ratio on both fire and marine/aviation business went up to
47.3% and 96.5% in 2007 from 36.4% and 95% in 2006, respectively. Loss ratio of casualty and
other lines dropped to 44.6% from 50.6% the previous year. Loss ratio of life business declined
significantly to 21% from 45.9% because of better claims experience in 2007.

Commissions - net
Commission expense (net) in 2007 decreased by P11 miltion or 6% to P175.3 million from P186.4

miilion in 2006. Likewise, commission ratio declined to 14.30% in 2007 from 19.6% in 2006.
The drop in commission expense was mainly due to adjustments made to commissions paid to

certain cedants in pror years.

investment income and other income

Investment income and other income in 2007 amounted to P460.1 million, up by P155.7 million oy
51.1%, from P304.4 million in 2006. The increase was comprised of realized trading gains from
equity and fixed income securities in the Company's investment portfolio (P253 million), dividend
income (P17.2 million) and rental income (P1.2 million). The company also incurred a foreign
currency translation loss of P179.3 million in 2007 compared to a loss P80.7 million in 2006.

General and administrative expenses
General and adminisirative expenses (“GAE”) in 2007 dropped by P74.1 million or 33.82% to
P145 million from P219.2 million in 2006, which included non-recurring expenses amounting to
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R100 million relating to the merger with UMRe. Non-recurring expenses in 2006 included the
following: provision for doubtful accounts (P58.0 million), alignment of retirement benefits (R36.0
million), professional fees (R3.0million), and documentary stamps (3.0 million). Excluding the
non-recurring expenses in 2008, expense ratio was flat at 12% in 2007.

Provision for income tax
Provision for income tax was up by P99 million consistent with the increase of income before tax.

Nef Income
As a result of the above mentioned factors, net income for 2007 increased by P334.5 million, or

122%, to P609 million, compared to net income of P275 million for 2006.

Financial condition

Total resources increased by P2.401.4 milion or 26.3% to P11,517.7 million in 2007 from
P9.116.3 million in 2006. Material changes in the Company’s resources which conttributed to the

increase are described below.

Reinsurance balances receivable decreased by P46.9 million or 1.6% to P2,908.8 million in 2007
from P2,955.7 million in 2006 due to collections made during the period. Due from ceding
companies decreased from P2,072.9 million in 2006 to P1,630.8 million in 2007. However, funds
held by ceding companies and reinsurance recoverable on losses increased to P87 million and
P1,297.8 million in 2007 from P82.8 million and P906.8 million in 2006, respectively.

Deferred acquisition costs declined by B68.4 million or 24.9% to R206.7 million in 2007 from
R275.1 million in 2006 due to lower commission expenses in 2007.

Investments increased by P1,772.1 million or 51.4% to P5,217.5 million in 2007 from P3,445.5
million in 2006. The increase resuled largely from the proceeds of the listing of the Company’s
shares on the PSE on April 27, 2007.

Loans and receivables increased by P39.1 million or 25.2% to P194 million in 2007 from P155
million in 2006 mainly due to increase in term loans (among the Company’s investments) and
accrued interest on available-for-sale (*AFS”) investments.

Property and equipment-net increased by P1.3 million or 1.5% to P91.3 million in 2007 from P90
million in 2006 due to additional costs incurred in the renovation of an extension office intended
for the Company’s Accounting Department and new acquisition of various computers and

peripherals.

Deferred reinsurance premium showed a decrease of 1.7% to P1,348.3 million in 2007 from
P1,371.1 million in 2006 as portions of deferred reinsurance premiums at yearend 2006 were
deemed earned under the 24" method of revenue recognition.

Deferred input value added tax decreased by P132.6 million or 61.9% to P81.6 million in 2007
from P214.2 million in 2006 largely because of the discontinuance of VAT on reinsurance
premiums effective April 6, 2007 (BIR Revenue Regulation 4-2007).

Other assets went down by 9% or by P12.1 million to P122.6 miltion in 2007 from P134.8 million
in 2006. The decrease was mainly due to disposal of a foreclosed property which was previously
classified as other investment amounting to P12.1 million.

Total liabilities decreased by RP444.7 million or 8% to R4,840.7 million in 2007 from B5,285.3
million in 2006. The decrease in total liabilities is explained below:
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Reinsurance balances payable decreased by 6.73% or by P192.7 miflion to P2,671.1 million in
2007 from 2,863.9 million in 2006. The decrease was brought about by the settiement of
reinsurance premiurns due to retrocessionaires (from P1,537.3 miflion in 2006 to P981.3 in 2007).
However, funds held for retrocessionaires and claims payable increased from P55.7 million and
P1.270.9 million in 2006 to 61 .6 million and P1,628.3 million in 2007 respectively.

Reserve for unexpired risks increased by P29.2 million or 1.6% to R1,845.5 million from P1,816.3
million due to higher volume of business accepted for 2007 compared to previous year.

Deferred reinsurance commission decreased by P97.9 million or 44.3% from P221 million in 2006
to P123.1 million in 2007 due to the related decline in commission expense.

Deferred output value added tax decreased by P168.6 million or 51.9% to P156.3 million in 2007
from P324.9 miilion in 2006 because reinsurance premiums were no longer subject to VAT.

Accounts payable and accrued expenses decreased by 27 5% or P16.3 million to P42.9 million in
2007 from P598.2 million in 2006. The decrease was mainly due to payment of taxes and

expenses.

Deferred Income tax fiabifities of P1.6 million for 2007 pertains to increase in deferred tax on
deferred acquisition cost, revaluation reserve on AFS invesiments and excess of reserve for

unexpired risk per books over tax basis.

Total equity rose by P2.8 billion largely due to proceeds of the Company’s initial public offering of
741,902 600 shares at a price of P3 80 per ghare on Anril 27 2007, Capital stock net of treasury..
shares grew by 63 6% or P848 million and additional paid in capital expanded 137% from P1.3
billion to P3 billion. Revaluation reserve decreased by 53.6% due to realization of gains from
some of the Company’s fixed income and equity investments. Retained Earnings also increased

by 54.1%, reflecting earning for 2007 net of a P0.07 per share cash dividend paid on August &,
2007 amounting to P152.7 million.

Material changes {increase/decrease of 5% or more) in the financial statements
Income Statement items - 2007 versus 2006

14% increase in reinsurance premiums
Principally due to increase in volume of business both from life and non-life business.

9% increase in retroceded premiums
Due to higher volume of business ceded during the year.

29% increase in net premiums retained
Due to higher retention rate for casualty, fire and life businesses.

101% increase in reserve for unexpired risk
Primarity due to increase in reinsurance premiums for casualty and fire businesses.

6% increase in underwriting deductions
Due to higher number of marine claims during the year.

109% increase in net underwriting income
Due to overall improvement in loss experience and lower commission expense,

73% increase in investment and other income



Principally due to higher interest income on investments and realized trading gains from equity
and fixed income securities.

34% decrease in general and administrative expenses
Principally due to non-recurring expenses in 2006 (provision for doubtful accounts, retirement

benefits, professional fees and documentary stamp tax) which did not occur in 2007,

122% increase in net income.
Due to higher underwriting income and increase in investment and other income.

Balance Sheet ifems - 2007 versus 2006

201 .4% increase in cash and cash equivalents
Mainly due to proceeds of the Company’s [PO on April 27, 2007.

24 9% decrease in deferred acquisition cost
Due to commissions booked in 2006 that were charged 1o commission expense in 2007.

51.4% increase in investments
Mainly due to proceeds of the Company's IPO which were invested in available-for-sale

securities.

25.2% increase in loans and receivables
Due to increase in accrued investment income.

61.9% decrease in deferred input value added tax
Due to discontinuance of VAT on reinsurance premium which became effective April 6, 2007.

100% decrease in deferred tax assets
Due to prior years' minimum corporate income tax (MCIT) initially classified as deferred fax

assets and subsequently claimed as deductions against taxable income and regular corporate
income tax in 2007.

44 3% decrease in deferred reinsurance cominissions
Due to commissions on retrocessions booked in 2006 that were charged to commission income

in 2007.

51.9% decrease in deferred output value-added tax
Due to discontinuance of VAT on reinsurance premium which became effective Aprit 6, 2007.

27.5% decrease in accounts payable and accrued expenses
Due to payment of taxes and other expenses.

100% increase in deferred income tax liabilities
Due to increase in deferred tax liabilities for the following: deferred acquisition cost, revaluation

74 3% increase in stockholders’ equity
Largely due to issuance of 741,902,600 shares of stock on April 27, 2007 thru IPO.



Key Performance Indicators

2009 2008 2007
Net Income P 103 million P 94 million P&09 million
Earnings per share P 05 P .04 P .31
Retention ratio 8% 35% 28%
Combined ratio 124% 118% 78%
Return on average equity 1.7% 1.5% 11.6%

The company’s key performance ratios for the last three years are described hereunder:

Net income (NI - Net income for 2009 increased by 9.5% to P103 million from P94 million in
2008. Net Income for 2008 went down by P515 million or 85% compared to net income of P&09

million in 2007.

Earnings per share (EPS) - EPS is computed by dividing net income by weighted average
number of shares issued and outstanding. The company’s EPS was P0.05, P0.04 and P0.31 for
the years ended December 31, 2009, 2008 and 2007, respectively.

Retention ratio - indicates the total amount of busineés risk retained by the company, computed
by dividing reinsurance premiums relained by reinsurance premiums (Gross premiums written or
GPW). Retention ratio for 2009 was at 38%, which is an increase from 35% in 2008 and 28% in

2007.

Combined ratio - a measure of performance used by the Company to measure profitability of its
insurance operations. A ratio below 100% indicates that the company is making underwriting
profit while a ratio above 100% means that it is paying out more in claims and expenses than it is
receiving from premiums. Combined ratio is the sum of loss ratio, commission ratio and expense
ratio. The combined ratio was at 124% in 2009, 118% in 2008 and 78% in 2007.

Return on average equity (ROE) - measures the rate of return on the ownership interest
(shareholders’ equity) of the common stock owners, computed by dividing net income by average
equity. ROE for the last three years was at 1.7%, 1.5% and 11.6% for 2009, 2008 and 2007

respectively.
Material Event/s and Uncertainties:

Other than the disclosures described in the preceding sections, the Company has nothing to
report on the foltowing:

a. Any known trends, demands, commitments, events or uncertainties that will have a

b. Events that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of an obligation.

c. Material off balance sheet transactions, arrangements, obligations (including
contingent obligations), and other reiationships of the Company with unconsolidated
entities or other persons created during the reporting period.

d. Any materal commitments for capital expenditures.
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e. Any known irends, evenis or uncertainties that have had or that are reasonably
expected to have a material favorable or unfavorable impact on net
sales/revenues/income frorm continuing operations.

f. Any significant elements of income or loss that did not arise from the issuer's

continuing operations.

g. Any seasonal aspects that had a material effect on the financial condition or results of
operations.

Item 7. Financial Statements

Piease refer to the attached Audited Financial Statements for 2009, audited by the accounting
firm of Punongbayan & Araullo, and signed by partner Mr. Leonardo D. Cuaresma, Jr.

Item 8. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

Punongbayan & Araullo has served as the independent auditor of the Company’s financial
statements since 2003. The Company has not had any material disagreements on accournting or
financial disciosure matters with Puriongbayan & Araullo.

External Audit Fees

The following are the aggregate fees (in Philippine Pesos) billed for each of the last three fiscal
years for professional services rendered by Punongbayan & Araullo:

2009 2008 - 2007
Audit and audit-related fees 2,137,108 852 663 526,096
Other assurance and
related services 73,164 - -
Tax fees - - -
| Total 2,210,272 852,663 526,096

The Audit Commitiee reviews the external auditor's engagement letter covering their scope of
work and the reasonableness of the related professional fee. The Audit Committee recommends
for approval of the Board the appointment of the external audit service provider for the subject
audit year. The Board approves the appointment subject to ratification by the stockholders during
the Company's annual stockholders meefing.



Itemn 9. Directors and Executive Officers of the Issuer

PART Il - CONTROL AND COMPENSATION INFORMATION

() Directors, Including Independent Directors, and Executive Officers

The Company’s Articles of Incorporation provide for an 11-seat Board of Directors. Following is
the list of the incumbent members of the Board:

Name Position Age Citizenship
"Winston F. Garcia Chaiman 51 Filipino
Helen Yuchengco - Dee Vice Chairman 65 Filipino
Roberto B. Crisot Director/President/Chief 58 Filipino
Executive Officer
Alfonso L. Salcedo, Jr. Director/Treasurer 54 Filipino
Yvonne S. Yuchengco Director 56 Filipino
Noel M. Juan Director 51 Filipino
Jose Teodoro K. Limcaoco Director 48 Filipino
Consuelo D. Manansala Director 56 Filipino
Romeo L. Bernardo independent Director 55 Filipino ]
Rizalino S. Navarro Independent Director 71 Filipino
. Primitivo C. Cal Independent Director 65 | Filipino

Following is the list of the Corporation’s key executive otficers as of the date of this report:

Name Position Age Citizenship

Roberto B. Cnisol President and Chief Executive 58 Filipino
Officer

Armando S. Malabanan Executive Vice President and 60 Filipino
Chief Operating Officer

John E. Huang Senior Vice-President, Chief 52 Filipino
Financial Officer

Raymundo T. Bautista Senior Vice President, Head of 59 Filipino
Life Division and Corporate

- - | Services Division - i o L

Rodolfo M. Nayve Senior Vice President, Head of 57 . Filipino
Non-Life Division

Noel A. Laman Corporate Secretary 70 Filipino

Ma. Pilar M. Pilares-Gutierrez | Assistant Corporate Secretary 33 Filipino

Eileen D. Clemente Vice President-Non-Life 44 Filipino
(Facultative)

Augusto C. Cipriano Vice President-Life Division 56 Filipino

Amerfil V. Basco Vice President for 50 Filipino
Reinsurance Accounting

Rene de Guzman Vice President for 47 Filipino
Information Technology
Services

| Regina S. Ramos Vice President for Internal 43 Filipino




Audit
Ma. Lourdes M. Santos Vice President-Non-Life 54 Filipino
(Treaty)
Vicente B. Villarama, Jr. Vice President for General 52 Filipino
Accounting ]
Marissa P. Aldeano Vice President-Treasury and 48 Filipino
Investments
Edgar B. Villasenor Vice President-Corporate 57 Filipino
Services/Risk Management :

Roberio S. de Leon |l Vice President-Non-Life 50 Filipino ‘

Marketing and Special
Accounts Management

Term of Office

The term of office of the Directors and executive officers is one (1) year from their election as
such until their successors are duly elected and qualified.

Business experience of the Directors and Officers during the past five (5) years/
Other directorships held in reporting companies naming each company

Winston F. Garcia, Chairman of the Board, Director of the Corporation since June 2002.
Atty. Winton F. Garcia is President and Genera! Manager of the Government Service [nsurance
Systemn (GSIS), a position he has held since January 2001. He is also the Vice Chairman of the
Board of Trustees of the GSIS; Chairman of GSiS Mutual Fund, Inc. since September 2002;
Director of the Philippine Health Insurance Corporation since January 2001; Treasurer of the
Philippine Saciat Security Association, inc. since April 2006; Director of ASEAN Forum, Inc. since
January 2001; Independent Director of San Miguel Corporation since February 2001; Director of
the Philippine National Construction Corporation since February 2001. He is also a Member the
international Social Security Association, Federation of Afro-Asian Insurers and Reinsurers, and
International Insurance Society, Inc. since January 2001. He graduated with an AB in Philosophy
from the University of Santo Tomas Central Seminary in 1978 and Bachelor of Laws from the San
Beda Coilege of Law in 1982. He also holds an Associate in Arts degree from the Southwestern

University, Cebu City.

Helen Yuchengco-Dee, Vice-Chairman of the Board, Director of the Corporation since
January 2010. Ms. Helen Y. Dee is the Chairperson of Rizal Commercial Banking Corporation.
Ms. Dee is also the Chairperson and President of HyDee Management & Resource Corporation
and House of Investments. She also holds Chairmanship positions in various companies,
including Landev Corporation, Hi-Eisai Pharmaceutical inc., Mapua Information Technology
Center, Inc. and Manila Memorial Park. She is the Vice Chairperson of Pan Malayan
Management & Investment Corporation. She likewise holds directorship positions in Philippine
Long Distance Telephone Company, Petro Energy Resources Corp., Great Life Financial
Assurance Corporation, Malayan Insurance Company, Inc. and MICO Equities, Inc. Ms. Dee is a
Trustee of the Mapua Institute of Technology and the Yuchengco Center. She graduated from
Assumption College with a Bachelor of Science degree in Commerce and completed her Masters
in Business Administration at De La Salle University.

Roberto B. Crisol, Director, President and Chief Executive Officer since January 2009. Mr.
Roberto B. Crisol served as Executive Vice President and COO of the Corporation from January
1, 2002 to January 31, 2007. Prior to this, he was the Deputy Regional Manager of MAPFRE RE
Asian Regional Office in Manita from 1990. Mr. Crisol started his career in insurance in 1974 with
the Insular Life-FGU Insurance Group as a management trainee. He subsequently joined
Universal Reinsurance Corporation (URC) where he rose to the position of Vice President of the
Non-Life Foreign Business & Retrocession Division. He eamed his Bachelor of Arts degree major
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in Economics, cum laude, from the University of the Philippines. He has attended various
insurance, reinsurance and management courses locally as well as overseas in London, Paris
and Stockholm.

Alfonso L. Salcedo, Jr., Director and Treasurer since June 2002. Mr. Salcedo is President of
BPI Family Savings Bank as well as a Director of that bank since May 2004. He is also a Director
of BPI/MS Insurance Corporation. He has served as President of Allstate Life Insurance (Phils.);
Country Marketing Director of Citibank, N.A. (Manila); Marketing Manager of Nippon Vicks KK
(Japan); and Richardson Vicks Philippines. He graduated with an AB degree in Economics from
the Ateneo de Manila University in 1977. He also took the Advanced Management Program at
the Harvard Business School in 2006.

Noel M. Juan, Director since July 2008. Mr. Noel M. Juan is Vice President of Underwriling
and Claims of the GSIS, a position he has held since December 2007. He was formerly Vice
President for Special Product Lines of PhitNaRe; Consuliant for Bellwether Advisory, Inc;
Assistant Vice President (Head of Claims Division-All Lines) of Generali Pilipinas Insurance Co.;
and Assistant Vice President (Assistant Head-Fire Underwriting Operations) of FGU Insurance
Corporation. He is a licensed Mechanical Engineer and obtained his Bachelor of Science in
Mechanical Engineering from the Mapua Institute of Technology.

Consuelo D. Manansala, Director since March 2010. Ms. Manansala is the Executive Vice
President, Operations Sector of the GSIS. She has spent 23 years with the GSIS, occupying
senior positions in the Controller Group and Operations Sector. She is also a Member of the
Board of Governors of the Center for Internationat Trade Expositions and Missions (CITEM) and
a Director of GSIS Mutual Fund, Inc. She graduated with a BSBA Management degree from St
Theresa's College in 1975, a BSC Accounting degree from University of the East in 1985 and
eamed her MBA degree from De La Salle University in 1996. She is a Certified Public
Accountant and has Career Service Professional Eligibility.

Jose Teodoro K. Limcaoco, Director since 2009. Mr. Limcaoco is the President of BPI Capital
Corporation, a position he has held since April of 2007. He is also a Director of BP! Philam Life
Assurance Corporation, BPI/MS Insurance Corporation and Ayala Plans, Inc. Prior to joining BPI
Capital Corporation, he was Managing Director of Ayala Corporation. Mr. Limcaoco earned a
Bachelor of Science degree in Mathematical Sciences (Honors Program) from Stanford University
and an MBA degree, major in finance and investments from the Wharton School of the University

of Pennsylvania.

Yvonne S. Yuchengco, Director since June 2006. She is President and Director of Malayan
Insurance Company, Inc. since 1995, and MICO Equities, Inc. since 1995. She is currently the
Chairman of the Board of RCBC Capital Corporation; Treasurer and Director of Pan Malayan
Management & Investment Corporation and Honda Cars Kalookan; Senior Executive Vice
President and Director of Great Pacific Life Assurance Corporation; Director of Pan Malayan
Realty Corporation, Malayan Insurance (U.K.), Malayan Insurance {H.K.), Malayan International
Insurance Corporation, Manila Memorial Park, Inc., La Funeraria Paz, Inc., Nippon Life Phils,,
Inc., Mapua Institute of Technology, La Funeraria Paz Sucat, Inc., iPeople, 'nc., Seafront
Resources Corporation, Mafayan High School of Science, Inc., Yuchengco Museum, Inc.,
Bankers Assurance Corporation and Luisila Industrial Park Corporation; and Advisory Board
Member of Rizal Commercial Banking Corporation. She graduated with an AB degree in
Communication Arts from the Ateneo de Manila University in 1977.

Romeo L. Bernardo, Independent Director since June 2006. He is the President of Lazaro
Bernardo Tiu & Associates, inc.; Independent Director of Bank of the Philippine Islands and Ayala
Life Assurance, inc.; Chairman of the Board of ALFM Peso Bond Fund, Inc., ALFM Dollar Bond,
Inc., and ALFM Euro Bond Fund, Inc.; Director of Globe Telecom, Inc., RFM Corporation,
Philippine Investment Management, Inc., PSi Technologies, Inc., Philippine Institute for
Development Studies, Ayala Plans, inc., BPl Family Savings Bank, Inc., BPI Capital Corporation,
BPI Direct Savings Bank, BPI Rental Corporation, and BPI Leasing Corporation; and Vice
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Chairman and Founding Feiiow of the Foundation for Economic Freedom and Member of the
Board of Trustees of the UP School of Economics Alumni Association. He graduated with a BS
degree in Business Economics from the Universily of the Philippines in 1974, and Masters in
Development Economics from the Williams College, Massachusetts, U.S.A.in1977.

Mr. Primitivo C. Cal, Independent Director since July, 2007. Mr. Primitive Cal is a civil
engineer and lawyer. He is a full professor at the School of Urban and Regional Planning
(SURP), University of the Philippines. He recently completed his term as dean of SURP. He
served as Undersecretary of the Department of Transporiation and Communications from
December 1993 to June 1998. He has held several scholarly positions in the past as Foreign
Professor at the University of Tsukuba, Japan; Research assistant in the Department of Civil
Engineering, University of Dundee in Scotland and in the Asian Institute of Technology in
Bangkok, Thailand. He also served as a Board member of the Philippine National Railways from
Novernber 2001 to December 2004.

Mr. Rizalino S. Navarro, Independent Director since July, 2007. Mr. Rizalino S. Navarro is
Senior Adviser and a Director of Rizal Commercial Banking Corporation. He was the Bank’s

Executive Vice Chairman and Chief Executive Officer from 2004 to 2007. Currently, he is
innan (Non-Executive) of Clark Development Corp. and Member of the Subic-Ctark Area
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Deveiopment Councii. He is aiso Chairman of EE! Corporation, Seafront Resources Corporation,

Petroenergy Corporation, Bankard, Inc., and a Director of Great Pacific Life Assurance
Corporation, Mapua Institute of Technology, House of investmenis, Malayan Insurance, YGC
Corporate Services, and Upline Food Corporation. He has held various positions in the
government including that of Secretary of Trade and Industry and member of the Monetary
Board. Mr. Navarro graduated from the University of the East with a Bachelor of Science degree
in Business Administration. He received his Masters in Business Administration from Harvard

Business School.

Noel A. Laman, Corporate Secretary since June 2007. He is the Chairman of the Executive
Committee and a Senior Partner of Castillo Laman Tan Pantaleon & San Jose Law Offices. Hels
the Corporate Secretary of DMC! Holdings, Inc. and DMCI Power Corporation. His other positions
include: Chairman of the Board of Directors of Trans-Orient Overseas Contractors, Inc.,
Manpower Resources of Asia, Inc., and Sealanes Marine Services (each being a part of the DCL
group of Companies); Regular Director and Corporate Secretary of GlaxoSmithKline Philippines
inc. Boehringer ingelheim (Phils.), Inc., Soivay Phama., Inc., Philippines, and Merck, Inc. He is
an active member of the Intellectual Property Association of the Philippines, the Intellectual
Property Foundation, the Philippine Bar Association, and as resource person of various foreign
chambers of commerce.

Ma. Pitar M. Pilares-Gutierrez, Assistant Corporate Secretary since December, 2002. She is
presently a Partner at Castillo Laman Tan Pantaleon San Jose Law Offices. She obtained her
Bachelor of Science degree major in Legal Management from the Ateneo de Manila University in
1997 and her Bachelor of Laws Degree from the University of the Philippines, College of Law in
2001. She holds the position of Corporate Secretary/Assistant Corporate Secretary in various

other Philippine corporations.

Raymundo T. Bautista, Jr., Senior Vice President, Head of Life and Corporate Services
Division. He joined the Corporation in 1998 as Senior Manager, and has worked in vanous
department including Life, Claims, Human Resources, Corporate Planning, Finance and
Administration. Prior to joining the Company, he was a Vice President for Philippine Crop
Insurance Corporation, Project Officer of the World Bank-funded Agricultural Loan Fund; and Vice
Chairman of the Board of Pool of Livestock tnsurers. He graduated with a degree in
Mathematics, Minor in Physics, from the Mapua Institute of Technology in 1971, and obtained a
Masters degree in Business Administration from the Polytechnic University of the Philippines in
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Amiarnde 5. Malabanan, Exacwliva Yice President and Chief Oparabing OFicer. 1o jomcd
e Coirmpany on Maich 1, 2007, Prior 1o joinirey PhilNaRe, e was lhe Coneial Manager and
CRO of Asian Kensurance Corporauon and Chiet Accouniam o e Chartess INGUrnes Company
(nenwe PhHilfppine Charter Insurance Company). He eamed his Masters in Management fimm Sasin
GIEAChylalorgkom  Universfiy, Bangkok, and ms Hochelor of Science in Business
Administration fram Ihe Mapoa Instibde of Technlogy @ 1969 Mr Malabanan is 3 Cetilicd

Puldic Aczoounlznl.

John E Huang, Senior Vice President, Chief Financial Officer. He joined UMBo in 2009 a5 ils
Chriel Cinarwst: OMMicee. Prico Lo joirieyg UMBe, o Bchd lhe posilions o Ceel Financdal O cer of
C&F Homes, Inc., Sonior Yice Presenl o Urban Bank, avd Vice President of First National
Hank  Boston,  He ygradoaled willl a degiec in AR Booooirecs, rieegria covdd faedts, [icam e
Abcrweo de Manile Universily in 1978, and obdamed buis Masors degree i Bosmiess Sdrmenslaicn
Iropn the ianvand Business Scnoot in 1982.

RodeHe M. Mayvo, Sanior Vice Presdent, Head of Non-Lfe Divisio He poined TR o 1904
ana was Vice Presidenl and Head of ihe Mos-fe Division ol UMEC before the meger with the
Company  He graduated with 2 Rachebor of Loence egee in Business Adroinishizilion fioan the
HFhdipping Schod of Business Adrmmsiralon in 1974, Ffe has also allended the Advanced
Insnrance Management Couvrse 3t fie Asian Institige of Managemeant

Augqusto C, Crpnanc, Yice Pregident, ke Livision., e joined URC in 1931 andd brecame Vice
Fresidenl and Head of thal company's Life Division in 1997 He compleled 2 degres in AB
Econdmecs at the Alcned oo Manda Univcrsily in 1873, Ho is also an instaclorecturer at the
Iresurrarece Inslitube or Asia & the FPacig (O]18177)

Eileen D, CRimente, Vo Presidenl — Nen Lde (Facullalivg). Pror 1 pumng the Company in
Febmary 2010, s Clemante FEK te postinns of Ansstenl vice President of Generali Pidipinas
Fresunimice T, haredling the Consorrea Lormding Sroup of Banco de Oee, S3enea Assslanl Wire
Prosidenl of Philarm Iesurance Company e (i Chartis Insoance Company} gs Lhe Poolil
Center Manager Tor Fropedy, 2ad Undecsmnilng Manager of FGL Insuranee Comarabin She
guadoealed frurm O La Salke Urdversity o 39006 wilh 2 Bacheior of Saorco dedguoee o Applicsd
Mathem:tics.

Amertil ¥. Basca, Vice Preficenl for RomSurandce Accountling. Ms, WLascn has sereed n
Yanus capacities in the Corpordlion on over 17 years, S is o Celilied Public Aocountant and
ubtained her Bachelor of Science in Coimmense, Mapr in Aceounting from the Far Eaesteim

Urtivorsily in 1982,

Regina 5. Ramos, Yice President for Internal Audit. Prior to joining Ihe Corporation in 2000,
M5, Ramos worked with Developanent Iesuranece and Surety Cotpaaation and 26 & Co. She is
i Cexrlifiacd Putdi: Auscoenlant @5 well as a Carhiien inemal sudior Sk aimsimed her Hachiclor of
St i e e, migjor in Accounling frorn 5 Paul College, Mania in 1982,

Ma. Lowrtles M. Sanfos, Vice Presilend-fiad ife {Treary). Ms - Sanlos bas beea with dhe
Compurafion sinne 1934 She was previously employed with the Rizal Fmpire Insurance Co |, and
e Cologne Reinsurance Company {(Manila Representalive Cffice).  She ohlained e Bachehw
al Cammicrcid ] Scicoce deweee o fose Bizal Urnieeersity in 1976

Vivente B Viliarama, .Jr, Vice President for Generaf Aceounting. Mr Villaraina has heen
wilh 1w Canpamation since 1983 He was the Manager for the (aeneral Acooontingg Depraremesrd
i M0, Hi: ks a Codlificd Pubfic Accaonntant ane oblamsl his Beolicln of Scierwe in
Commerce. Madpar in Accounting 1rom the Baluay Unersly i 1982

Marissa P. Aldeann, Vice President far Treasury and Investments, Ms Aldeana joined LIRGC
in 1982 and was head of UMRe's General Accowng Bepariment prior 10 the memer with the
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Company. She is a Certified Public Accountant-and- obtained her Bachelor of . Science. in
Commerce, major in Accounting from the University of Santo Tomas.

Edgar B. Villasenor, Vice President for Corporate Services and Risk Management. Mr.
Villasenor served in various capacities with URC and UMRe and was head of the latter'’s MIS
Department prior to the merger with the Company. He graduated with a Bachelor of Arts degree,
Major in Political Science from Far Eastern University in 1973.

Roberto S. De Leon H, Vice President for Non-Life Marketing and Special Accounts
Management, Mr. De Leon joined FGU Insurance Corporation as a Management Trainee in 1982
hefore joining URC in 1989 as Assistant Manager, handling marketing and underwriting for boih
treaty and facultative accounts. He graduated frain the De La Salle University with a Bachelor of
Science degree in Commerce, major in Marketing, in 1982.

Rene De Guzman, Vice President for Information Technology Services. Mr. De Guzman
joined PhilNaRe in March 2008. Prior to joining the Company, he was a lecturer for the Masters in
Management Program of the University of the Philippines Extension Program in Clark and Subic.
He was information Technology Manager at Janssen Pharmaceutica, a division of Johnson &
Johnson Phils., Inc. from 1994 to 2008. He obtained his Master's Degree in Business
Administration in 2007 and Master's Degree in Information Management in 2004, both from the
Ateneo de Manila University. He graduated with a degree Bachelor of Science in industrial

Engineering from the University of the Philippines in 1984.
{2) Significant Emplioyees

Although the Corporation has and will likely continue to rely significantly on the continued
individual and collective contributions of its senior management team, the Corporation is not
dependent on the services of any particular employee. it does not have any special arrangements
to ensure that any employee will remain with the Corporation and will not compete with the

Company upon termination.
3) Family Relationships

Ms. Helen Yuchengco-Dee and Ms. Yvonne S. Yuchengco, both directors of the Corporation, are
sisters, and thus, are related to each other within the second degree of consanguinity.

(4} Involvement in Certain Legal Proceedings

To the best of the Corporation’s knowledge, there has been no occurrence during the past 5
years up to the present date of this report of any of the following events that are material to an
evaluation of the ability and integrity of any director, any nominee for election as director,
executive officer, or controlling person of the Corporation:

« Any bankruptcy petition filed by or against any business of which the person was a general
partner or executive officer, either al the time of the bankruptcy or within 2 years prior to that
time; )

» Any conviction by final judgment, inciuding the nature of the offense, in a criminal proceeding,
domestic or foreign, or being subject to a pending criminal proceeding, domestic or foreign,
traffic violations and other minor offenses;

» Being subject to any order, judgment, or decree, not subsequently reversed, suspended or
vacated, of any court of competent jurisdiction, domestic or foreign, permanently or
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temporarily enjoining, barring, suspending or otherwise limiting his involvement in any type of
business, securities, commeodities or banking activities; and

« Being found by a domestic or foreig
SEC or comparable foreign body,
trading marketi or self-regulatory organization, to have vio

or a domestic or foreign exchange or 0
lated a securities or commodities

law or regulation, and the judgment has not been reversed, suspended or vacated.

ltemn 10. Executive Compensation

ANNUAL COMPENSATION IN PHILIPPINE PESOS

n court of competent jurisdiction (in a civil action), the
ther organized

Name Year Salary Bonus Other annual Total |
compensation

CEQ and key executive 2008 16,139,707 5,299,799 2,237,510 23,677,016
officers named
All other officers and 18,076,174 14,196,318 5,693 227 37,965,719
direclors as a group
unnamed
CEO and key executive 2009 18,808,800 3,059,800 823,468 22,692,068
officers named
All other officers and 16,389,204 2,731,534 4,953,643 24 074 381
directors as & group
unnamed
CEQ and key executive 2010 19,379,040 3,229,840 1,091,532 23,700,412
officers named (Estimates) i
Al other officers and 17,941,140 2,990,190 5141,447 26,072,777
directors as & group
unnamed

Officers and directors named for 2009 include the following:

1. Roberto B. Crisal, President and CEO

2. Armando Malabanan, Executive Vice President and COO;
3. John E. Huang, Senior Vice President and CFO;

4. Rodolfo M. Nayve, Senior Vice President; and

5. Raymundo T. Bautista, Senior Vice President.

The Corporation’s By-Laws (Article il Section 8) provide that such per diem as the Board of
Directors may approve shall be paid to each director for attendance at any meeting of the Board;
provided however, that nothing herein contained shall be construed to preclude any director from
receiving such bonuses, other than per diems, as provided elsewhere in the Corporation’s
Amended By-Laws, or from serving in any other capacity and receiving compensation therefrom,
subject to approval thereof by the vote of stockholders representing at least a majority of the
outstanding capital stock at a regular or special stockholders’ meeting. In this connection,
Section 30 of the Corporation Code of the Philippines siates that “in no case shall the total yearly
compensation of directors, as such directors, exceed ten percent (10%) of the net income after
tax of the corporation during the preceding year.”



Cach director of the Corporation receives a per dicm based on the following schedule for
attendance in meetings of the Board of Directors/ Committees:

A. Board Meetings
Chairman R 50,000
Vice-Chairperson 45,000
Director/Treasurer 37,500
Independent Directors 20,000
i Regular Directors 17,000

B. Committees’ Meetings
Independent Directors 26,000
Regular Directors 5,000

Aside from the above, no other resolution relating to director’s remuneration has been adopted by
the Board of Directors.

Among the executive officers of the Corporation, the President and Chief Executive Officer, Mr.
Roberte B. Crisol, and the current Executive Vice President and Chief Operating Officer, Mr.
Armando S. Malabanan have employment contracts. The contract with Mr. Crisol has a term of
three years, which will expire on December 31, 2011. The contract with Mr. Maiabanan has a
term of five years, which will expire in February 2012.

As of date, none of the Corporation’s common shares are subject to outstanding options or
warrants to purchase, or securities convertible into common shares of the Corporation.



ftem 11. Security Ownership of Certain Record and Beneficial Owners and Management

1)

Security Ownership of Certain Record and Beneficial Owners

The following 1able sets forth as of December 31, 2009, the record and/or beneficial owners of
more than 5% of the outstanding Common Shares of the Corporation and the amount of such
record and/or beneficial ownership.

Title of | Name, Address of | Name and Citizenship | Number of Percent
Class Record Owner Address of Shares Held | of Class
and Relationship Beneficial Owner
with Issuer and Relationship
with Record
Owner
Common | Bank of Philippine Bank of Philippine Filipino 290,795,500 | 13.46%
Islands, {slands,
Ayala Avenue Ayala Avenue
corner Paseo de corner Paseo de
Roxas, Makati City | Roxas, Makati City
Common | PCD Nominee Government Filipino 523,628,200 | 24.25%
Corporation Service Insurance
(Filipino)', G/F System’,
MSE Building, 6754 | New GSIS
Ayala Avenue, Headquariers,
Makati City Financial Center,
Pasay City
Common | MICO Equities Inc., | MICO Equities Inc., Filipino 260,448,000 | 12.06%
Yuchengco Bldg., Yuchengco Bldg.,
484 Quintin 484 Quintin
Paredes Street Paredes Street
Manila Manila

"¥The PCD is not related to the Company. The 523,628 200 shares heneficiaily owned by GSIS

form part of the 1,440,185,320 shares registered in the name of PCD Neminee Corporation (Filipino).

(2)

Security Ownership of Management

The following table sets forth as of Dec. 31, 2008, the record or beneficial stock ownership of
each Director of the Corporation and all Officers and Directors as a group.

Title of Name of Beneficial Owner Amount and Citizenship | Percent of Class
Class Nature of
Beneficial
Ownership
Common Winston F. Garcia 442 300 Filipino 0.020480%
Record
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Common GSIS (assigned to Winston F. 100 Filipino .000005%
Garcia as nominee director) Beneficial
Common Adelita Vergel de Dios’ 171,500 Filipino 0.007941%
Record
Common Alfonso Salcedo 1,316,000 Filipino 0.060935%
Record
Common FGU insurance  Corporation 100 Filipino .000005%
(assigned to Alfonso L. Salcedo, Beneficial
Jr. as nominee director)
Common Yvonne Yuchengco 26,000 Filipino 0.001204%
Recerd
Commeon Malayan Insurance Company, 100 Filipino .000005%
Inc. (assigned to Yvonne S. Beneficial
Yuchengco as nominee director)
common Noel M. Juan 2000 Filipino .000053%
Record
Commen Emilio S. De Quiros? 282,748 Filipino 013092%
Record B
Comimon Bank of Philippine Islands 100 Filipino .000005% ;
(assigned to Emilio S. de Quiros’ Beneficial |
as nominee director)
Common GSIS (assigned to Josefina L. 100 Filipino .000005%
Valera® as nominee director) Beneficial
Common Romeo L. Bernardo 100 Filipino .000005%
Record
Common Primitivo C. Cal 100 Filipino .000005%
Record
Common Rizalino S. Navarro 710,000 Filipino .032875%
Record
TOTAL FOR DIRECTORS 2,951,249 .136662%
Common Armando Malabanan 600,000 Filipino 0.027782%
Record
Common Raymundo T. Bautista 106,500 Filipino 0.004931%
Record ]
Common Rodolfo Nayve 53,000 Filipino 0.002454%
Record B
Common Buenaventura P. Duran’ 146,000 Filipino 0.006760%
Record
Common Amerfil V. Basco 31,800 Filipino 0.001472%
Record ]
Common Edgar Villasenor 50,000 Filipino 0.002315%
Record
Commaon Vicente B. Villarama, Jr. 12,800 Filipino 0.000593%
Record
TOTAL FOR OTHER OFFICERS 1,000,100 0.046308%
GRAND TOTAL 3,951,349 .182960%

"Resigned as of January 21, 2010.
ZResigned as of June 22, 2009.
*Resigned as of March 4, 2010.
4Resigne_d as of February 28, 2010.

All the above named directors and officers of the Corporation are the record and beneficial owners of the

shares of stock set forth opposite their respeclive names.



Voting Trust Holders of 5% or more

The Corporation is not aware of any person holding more than 5% of the shares of the
Caorporation under a voting trust or similar agreement which may result in a change in control of

the Corporation.

Changes in Control

From January 1, 2010 to date, there has been no change in control of the Corporation. Neither is
the Corporation aware of any arrangement which may result in a change in control of i.

Item 12. Certain Refationships and Related Transactions

The following table presents (in millions of Philippine Pesos) premiums written (inward} and

ceded (outward), receivables and payabies between the Corporation, its Principal Shareholders

and companies represented by other members of the Board of Directors for 2008 and 2009:

SHAREHOLDER/ 2008 2009

DIRECTOR

CORFPORATION

In Million PHP Inward Outward Receivable | Payable | Inward Qutward Receivable | Payable
GSIS 1,296.5 {7.90) 539.4 (36.5) | 1,062.9 {16.70) 310.0 (55.1)
Ayala Life 48.8 3.10 ( 3.8 (-8) 18.0 2.86 {( 86.7) -
Assurance, Inc.

BPI/MS 161.2 480 (7.4) | 1406. 14 27.3 (3.1)
Insurance

Corporation

FGU Insurance - - .04 .30 1.0 - (.70) .33
Corporation

Total BPI 210.0 310 44.24 (7.9) 157.6 3.00 19.90 {(2.77)
Group

First Nationwide - - - - - -
Assurance Corp.

Great Pacific 14.10 .80 3.9 (.50) 23.0 2.20 45 .54
Life Assurance

Corp.

Malayan 228.90 71.80 33.4 9.0 54.9 64.90 12.4 209
Insurance

Company, Inc.

Malayan Zurich - - (.12) .03 - - (.13) -
Insurance '

Company, Inc.

Tokio Marine 19.9 - 21 (.09) 15.1 (1) 21 (.07)
Malayan

Insurance

Corporation

Total Malayan | 262.90 72.60 39.28 8.44 93.0 67.00 18.87 21.37
Group




In addition, the Corporation has entered into the following agreements with the Bank of Philippine
islands:

1. Custodianship Agreement: On December 14, 2008, the Corporation entered into a
Custodianship Agreement with BP! for purposes of opening and maintaining a custodianship
account with BPI over securities pertaining to the Corporation. BPi acts as a depositary of such
securities. For services rendered, BPI is entitled to the custodianship fees based on the net asset
value of the fund. The Agreement shall continue in fuil force and effect unless sooner terminated
by either of the parties concemed for any reason whatsoever upon giving the other party at least
30 days advance written notice of termination.

2. Investment Management Agreement. On December 14, 2008, the Corporation entered
into an Investment Management Agreement with BPIl for purposes of appointing BPl as
Investment Manager and to invest and reinvest the funds deposited in an investment
management account with BPl. As compensation for services, BPI shall be entitled to collect
such reasonable compensation to be paid out of the fund. The Agreement shall continue in full
force and effect unless sooner terminated by either of the parties concerned for any reason
whatsoever upon giving the aother parly at least 30 days advance writlen notice of termination.

3. Retirement Fund Investment Management Agreement. OCn July 25, 1985, the Board of
Trustees of the National Reinsurance Corporation Employees Retirement Plan entered into an
Investment Management Agreement with BPI for purposes of appointing BPI as Investment
Manager and to invest and reinvest the funds deposited in an investment management account
with BPl.  As compensation for services, BPI shall be entitled to collect such reasonable
compensation to be paid out of the fund. The Agreement shall continue in full force and effect
unless sooner terminated by either of the parties concerned for any reason whatsoever upon
giving the other party at least 30 days advance written notice of termination.

There are no other parties, aside from the related paries discussed herein, with whom the
Corporation has a relationship that enables the parties to negotiate terms of material transactions
that may not be availabie to other more clearly independent parties on an armm’s length basis.

PART IV — CORPORATE GOVERNANCE

Item 13. Corporate Governance

The Company is committed to the principles and practices of good corporate governance. The
Company’'s Revised Manual on Corporate Governance was filed with the Insurance Commission
and the Securities and Exchange Commission on April 13, 2010 in compliance with SEC Circular
No. 6, series of 2009, as well as the Insurance Commission’s Circular No. 31-2005 on corporate
governance. The Manual provides for Board committees directly involved in issues of good

corporate governance.

The Audit Committee of the Board of Directors is composed of three independent directors and its
responsibilities include, among other things, meonitoring the system of internal controls and
corporate compliance with laws, regulations and code of ethics.

The Nomination and Compensation Comumnitiee of the Board of Direclors is composed of three
directors at least one of whom must be an independent director. The Committee reviews and
evaluates the gualifications of all persons nominated to the Board as well as those nominated to
other position requiring appointment by the Board. Relative to compensation, the Committee
provides a formal and transparent procedure for developing a policy on executive remuneration
and for fixing the remuneration of corporate officers and directors. It also provides oversight for
over remuneration of senior management and other key personnel.



In order to measure or determine the levet of compliance of the Board of Directors and
management with the Company’s Manual of Corporate Governance, the Company has appointed
a Compliance Officer, who is responsible on a continuing basis for monitoring compliance with
the provisions of the Company’s Manual of Corporate Governance. The Compliance Officer
likewise accomplishes Self Assessment Questionnaire-General Disclosure on Corporate
Governance Practices for Insurance Companies, Professional Reinsurers and Inlermediaries.
The report, which is reviewed by the Board of Directors, is a requirement of the Insurance
Commission (*IC") and is submitted to the IC on a semi-annual basis.

The Company continues to improve corporate governance practice through continuous training of
directors, officers and employees as well as through other iniliatives. In 2009, the Company
implemented an Enterprise Risk Management Process, which is an organization-wide approach
1o the identification, assessment, communication and management of enterprise risk, defined as
issues which may prevent the Company from achieving its strategic objectives. This process has
been fully integrated into the Company’s operations and is overseen by a Risk Management
Council, comprised of members of senior management. In addilion, a Risk Management
Committee has been established by the Company’s Board of Directors to assist the Board in the
development and oversight of the Company’s risk management program. The Risk Management
Council is required to provide the Board with a comprehensive enterprise risk assessment at least
annually and to establish plans to ensure thal risks are being managed and monitored effectively.
The Risk Management Committee’s main task is 1o oversee that risk management is an integral
part of the planning and operations of the Company in order to meet corporate goals and
objectives.

There has been no deviation from the Company's Manual of Corporate Governance. The
Cormpany's Board of directors and management recognize that a good corporate governance
system is integral to the mandate bestowed upon them by the Company's stockholders.

PART V — EXHIBITS AND SCHEDULES

. ltem 14, Exhibits.and Reports

(a) Exhibits — See accompanying Index of Exhibits
(b) Reports on SEC Form 17-C
Items reported under SEC Form 17C during the last six months include the following:

s« December 31, 2009 re: Secretary’s Sworn Certification on the attendance in Board
meetings of each director for the year 2009, pursuant to Section 16, SEC Memorandum
Circular No. 3, series of 2007..

« January 21, 2010 re: disclosure on the resignation of Atty. Adelita A. Vergel De Dios as
Director and Vice-Chairman of the Corporation and the election of her replacement, Ms.
Helen Yuchengco-Dee, as Director and Vice-Chairman of the Company effectively
immediately, to serve as such for the unexpired term of Atty. Vergel De Dios. Ms. Dee
likewise replaced Atty. Verge! De Dios in the following board committees: (a) Vice-
Chairman, Underwriting Committee, (b) Member, IT Special Board Committee, (c) Board
Representative, IT Steering Committee, and (d) Member, Risk Management Committee.
Afty. Vergel De Dios was appointed as adviser of the Company. The retirement of the
Assistant Corporate Secretary of the Corporation, Atty. Zenaida L. Salipsip, was also
disclosed as well as the Board approvaf to reschedule the Annuai Stockholders’ Meeting
from June 28, 2010 to June 29, 2010 at 3:00 p.m.



February 18, 2010 re: disclosure of the Company’s Annual Stockholders’ Meeting to be
held on June 29, 2010 (Tuesday) to be held at the SGV Hall, 3/F AIM Conference Center,
Benavidez comer Trasierra Streets, Legaspi Village, Makati City. The record date shall

be May 17, 2010.

March 18, 2010 re: disclosure on the election of Ms. Consuelo Manansala as Director of
the Corporation and as member of the following board committees: (a) Investment and
Budget Committee, and (b) IT Special Board Committee effective immediately to serve as
such for the unexpired term of her predecessor, Ms. Josefina Valera.
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code,
this report is signed on behalf of the issuer by the undersigned, thereunto duly authorized, in the
City of Makati on April 28, 2010.

NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES
Issuer

By:
~

Asra D P

ROBERTO B. CRISOL JOH
Principal Exegutive Officer (CEO) ;

inancial Offj FO)

4 A \_;J}‘u "\L Q s—/(!&Udu—-— j’
AR D 9 LABANAN VICENTE B. VILLARAMA, JR.
Prmcmal Operatmg Officer (EVP/COO) Principal Accounting Officer

/O@,c//w\w,\

NOEL A. LAMAN
Corporate Secretary

SUBSCRIBED AND SWORN to before me this 28th day of April 2010 affiant(s) exhibiting
{o me their Residence Certificates, as follows:

NAMES RES. CERT. NO. DATE OF ISSUE PLACE OF ISSUE
Roberta B. Crisol 28596085 Jan. 27, 2010 Makati City
Armande S. Malabanan 01001698 Jan. 21, 2010 Makati City
John E. Huang 03479534 Jan. 08, 2010 Pasig City
Vicente B. Villarama 28596967 Jan. 22, 2010 Makati City
Noel A. Laman 28595101 Jan. 25, 2010 Makati City

Y
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- - - MOTehey Babke.
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Doc. No.. M5 TROLR, Mo, 2087649 - Makat 510
Page No.: ; AP Q.U Mo, 853499 - Pusty City o
Book No.. __[72 TIN 212-965.459

Series of 2010. ol Mo, 28757



EXHIBIT TABLE

SECURITIES REGULATION CODE FORMS

[ Description 17-A
3 | Plan of Acquisition, Reorganization, n.a.
Arrangement, Liquidation, or Succession
5 | Instruments Defining the Rights of Security n.a.
Holders, Including Indentures
8 | Voting Trust Agreement n.a.
10 2008 Financial Statements and Independent Attached
Auditors’ Report (with notarized Statement
of Management Responsibility and SEC
Supplementary Schedules)
13 Letter re: Change in Certifying n.a.
Accountant
15 | Letter re: Change in Accounting Principles n.a.
16 Report Furnished to Security Holders n.a.
18 | Subsidiaries of the Registrant n.a.
19 | Published Report Regarding Matters n.a.
Submitted to Vote of Security Holders
20 Consents of Experts and Independent n.a.
Counsel
21 (a) Power of Attorney n.a.
(b) Power of Attorney—Foreign Registrant
29 | Additional Exhibits n.a

n. a. Not applicable or require no answer.
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Punongbayan & Araullo

Report of Independent Auditors

20th Floor, Tower L
The Ertarprise Center
6766 Ayala Avenuez
1200 Makati City
Fhilippines

T +683 2 886-5511
F +£3 2 886-5506; 463 2 886-5507
www.punongbayan-aratlln.ccm

The Board of Directors and the Stockholders ,
National Reinsurance Corporation of the Philippines
18" Floor, Philippine AXA Life Center

Sen. Gil J. Puyat Avenue corner Tindalo Street

Makat1 City

We have audited the accompanying financial statements of National Reinsurance
Corporation of the Philippines, which comprise the statements of financial position as
at December 31, 2009 and 2008, and the statements of income, comprehensive
income, changes in equity and cash flows for each of the three years in the period
ended December 31, 2009, and notes to financial statements comptising of a
summary of significant accounting policies and other explanatory notes.

Management’s Responstbelity for the Financial S tatemonts

Management is tesponsible for the preparation and fair presentation of these

financial statements in accordance with Philippine Financial Reporting Standards.
This responsibility includes: designing, implementing and maintaining intetnal control
relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable

in the circumstances.
Aandstors’ Responsibilty

Out responsibility 15 to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on

Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements

are free from material misstatement. e R A\
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures
that ate appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting cstimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropuate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present faitly, in all matetial respects, the
financial position of National Reinsurance Corporation of the Philippines as of
December 31, 2009 and 2008, and of its financial performance and its cash flows
for each of the three years in the period ended December 31, 2009 in accordance
with Philippine Financial Reporting Standards.

PUNONGBAYAN & ARAULLO

By: Leonardo D. Cuaresma, Jr.
Partner
CPA Reg. No. 0058647
TIN No. 109-227-862
PTR No. 2087612, January 4, 2010, Makat City
Partner’s SEC Accreditation No. 0007-AR-2
BIR AN 08-002511-7-2008 (Nov. 25, 2008 to 2011)

Firm BOA/PRC Cert. of Reg. No. 0002
Firm SEC Accreditaton No. 0002-FR-2

Apnl 21, 2010

Certified Public Accountants
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NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2009 AND 2008
(Amounts in Philippine Pesos)

A ET

CASH AND CASH EQUIVALENTS

REINSURANCE BALANCES RECEIVABLE - Nt

AVAILABLE-FOR-SALE FINANCIAL ASSETS

LOANS AND RECEIVABLES

PROPERTY AND EQUIPMENT - Nct

DEFERRED ACQUISITION COSTS

DEFERRED REINSURANCE PREMIUMS

DEFERRED INPUT VALUE-ADDED TAX

OTHER ASSETS

TOTAILASSETS

REINSURANCE BALANCES PAYABLE

ACCOUNTS PAYABLE AND ACCRUED EXPENSES

RESERVE FOR UNEARNED REINSURANCE PREMIUMS

DEFERRED REINSURANCE COMMISSIONS

DEFERRED OQUTPUT VALUE-ADDED TAX

TOTAL LIABILITIES

EQUITY

TOTAL LIABILITIES AND EQUITY

Notes 2009 2008
5 p 683,659,159 P 1,149,358,287
6 2,874,413,754 4,333,404,620
7 6,048,736,164 5,284,585,889
8 253,464,887 195,738,148
9 130,034,934 86,546,717

165,674,472 200,656,735

10 771,688,546 827,251,651
54,956,162 64455903

11 113,234,480 109,4-1:.086
P 11,095,862,558 D 12271612036

6 P 3,587,881,996 P 4,705,635,537
12 34,425,812 43,463 8R6
10 1,179,075,555 1.353,110,258
97,541,765 108,339 395

42,315,325 109,378,539

4,941,240,453 6.321,927.615

18 6,154,622,105 5049711121
P 11,095,862,558 P 12,271,642.036

Sce Notes (o Financial Statements.
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NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES
STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007
(Amounts in Philippinc Pesos)

REINSURANCE PREMIUM INCOME
Rewasurance promiums - net of retums

Retroceded premiuins

Remsuranee premiuns rotuned

Deerense (increase) in reseeve for unearned geinsuranee premioms

UNDERWRITING DEDUCTIONS
Shace n claims and losses

Commissions - et

NET UNDERWRITING INCOME (LOSS)
INVESTMENT AND OTHER INCOME - ot

PROFIT AFTER INVESTMENT AND OTHER INCOME
GENERAL AND ADMINISTRATIVE EXPENSES
PROFIT BEFORE TAX

TAX EXPENSE

NET PROFIT

Eamings Per Share

Notes 2009 2118 Ve

19 P 3,538,575,31 P 4,493,504,305 I 4,316,582 451
19 2,185,981,710 2.013,546,920) 089,227,573
1,352,393,601 1,579457.475 1,227,354 380

0 118,471,598 { 2R61T611) ( 52098,520
1,470,865,199 1,551,359,862 1,175,250,3a0

14 1,032,572,094 1236016617 I OT
14 406,973,774 387,202,440 175,325,371
1,439,545,868 1,624,1 10057 i, 144,314

31,319,331 ( 72,779,105) IR

13 466,656,885 449 195,083 AG0,100 350
497,976,216 376,416,400 R5T 02,402

15 3252072,5[]8 211 054,080 145442933
172,903,708 164,762,404 YRR [

17 69,864,351 FO318.983 96,550,113
P 103,039,357 1 4,443,421 13 G 413336
22 P 0.05 1 (IS 5 014

Sce Notes ro Financial Statenrenis.
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NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES

STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007

(Amounts in Philippine Pesos 5)

Note 2009 2008
NET PROFIT P 103,039,357 P 94,443 421 r
OTHER COMPREHENSIVE INCOME (LOSS)
Jaair value gatos (losses) - aet of rases 7 188,255,431 { 345325081 {
TOTAL COMPREHENSIVE INCOME (LOSS) P 291,294,788 (e 250,881,600} 14

2007

GOY 413350

202,031 460 )

400,481 BV6

See Notes ro Financial Statemrenis,
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NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007
(Ainoumnts in Philippine Pesos)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit befere rs
Adjustinents foe
Interest mecome
hupanment losses
Increase {decrease) inseserve for uneamed remsumnce premmims
Envidend income
L urealized forogn cumency loss (gain)
Deprection

Operating income Jdoss) before workmy capiral ehanges

Drecrease | in rciusurance balanees recewable
[Derrease
Decrease fncrease) in deferted acquisition costs
Deerease ue defeored mput value added ax
Deerease (mncrease) m other assets
increase (dee i reinsurance balances payable
fucrease (decrease) w0 accounts payable and acerued expenses
Ureerease m deferred ourput value-addesd tax

(sl genvrated from Jused i} operatous

1ioans amd recewables

Caslt pand for mcotoe mxes

Mot Cash From (Used in) Operanng Aeovines

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds T disposal/oagurines of:
Avatable- Tor sale fmancial assets
Propurty gad equipment

Lnterest reevvedd

Dividends receved

Lyaposals Gacquisitions) of:
Svarlable-for sale boancial assets
Propery and equipment
Tivestment property

e Casl Froen (Used iny Investange Aetwines

CASH FLOWS FROM FINANCING ACTIVITIES

Lt

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENIS

CASH AND CASH EQUIVALEN

Legquistions/payments of
I nvadends
Treasuny shares

Prosceeds foen seuance/rersuance of!
Commom ~hares

Treisurny saares

Nor Cash Prom (Used my Pinanciyg Aenveies

ANTI CASIT FQUIVALENTS

AT BEGINNING OF YEAR

CASITAND CASH EQUIVALENTS AT END QF YEAR

1§ OF FOREIGN CLURRENCY REVALUATION ON CASH

Naotes

1

2009 K8 pii
P 172,903,708 P 164,762,404 P TUa 969169
{ 382,426,619)  ( ITSOULAIE Y ¢ 30042 14
128,325,407 32705135
{ 118,471,598 ) 28617613 52098520
( 29,972,721y | 20972727 ( P7.161.730)
25,264,356 N 710271297 RIIBGRY
10,765,008 11,130,089 16.157.716
( 193,612,465)  ( 238,685,343 421138009
1,330,812,182 { 1471828030 86,830.634
66,534,371 71,249,088 EURLDRLY
24,184,633 ‘ §771478) 20473 )
9,499,741 17 098,397 132628 672
{ 6,380,376 ) 10 849,240 4 222339
{ 1,219,616,664 ) 20279752536 ( 148456331
( 11,038,073 ) 2373765 . 16 673
{ 67,063,214) 465470105 ( 5
( 66,679,865 ) 299,506,474 I OTOA2
{ 69,499,923) 73065054 ( BT Y56
{ 136,179,788 ) 226041422 31602308
3,747,134,327 13313353912 208 227592
- 353,310 INGH4R
373,618,987 371,547,507 251,380,727
29,972,727 24,420,144 17161730
( 4,327,663,119) ¢ 1.675082737) ¢ U3 5
( 52,027,672 ) ( 4.381.113) { GATLFONY
- - L2068,10%
( 228,964,750 ) 341,222,303 { L BUEABONRY
( 86,387,104) 1363020y 152,736,822
- { HLORT T ) ! WAM BTG
{ 86,387,104 ) ( 470472731 2430581 U
( 14,367,486 ) 2454502 ! 007 g
{ 465,800,128) E97.331.361 O 7E 3N
1,149,558,287 1,346.8512.651 156,834,501
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NATIONAL REINSURANCE CORPORATION OF THE PHILIPPINES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009, 2008 AND 2007
(Amounts in Philippine Pesos)

CORPORATE INFORMATION

1.1 General

National Reinsurance Corporation of the Philippines (the Company) was incorporated
in 1978 by virtue of Presidential Decree No. 1270, as a2 domestic professional
teinsurance firm to provide life and non-life reinsurance capacity to the Philippines and
neighboring insurance markets. Under the Dectee, it became the vehicle for the
Philippine insurance industry’s participation in the Asian Reinsurance Corporation
(Asian Re), a multi-government initiated reinsurance entity, based in Bangkok, Thailand,
which was established to foster regional cooperation among insurance companies doing
business in Asia.

‘The Company’s registered office, which is also its principal place of business, is located
at 18th Floor, Philippine AXA Life Center, Sen. Gil ]. Puyat Avenue corner Tindalo
Street, Makatt City.

‘T'he financial statements of the Company for the year ended December 31, 2009
(including the comparatives for the years ended December 31, 2008 and 2007) were
authorized for issue by the Company’s Board of Directors (BOD) on April 21, 2010.

1.2 Initial Public Offering

On February 20, 2007, the BOD authorized the issuance and sale of unsubscobed and
unissued authorized capital stock equivalent to 489,493,700 shares of common stock
and the reissuance of 148,506,300 shares of common stock which were then in the
treasury of the Company. These shares of stock were actually issued through an initial
public offering (IPO) after the Company’s application for registration and listing was
approved by the Securities and Iixchange Commission (SEC) and Philippine Stock
Exchange (PSE). The underwriters were also given the option to purchase addidonal
shares equivalent to 103,902,600 shares from the unissued capital stock at the offering
price range of ’3.36 to P4.62. 'The underwtiters exercised the option to purchase all
103,902,600 sharcs at P3.80 per share. The IPO increased the balance of A dditional
Paid-in Capital by P1,744,281,918 after underwriting and other 1PQ-related expenses.

On March 20, 2007, the Company filed the Registration Statement and Listing
Application with the SEC and the PSE, for the IPO of its common shares. The IPO
was held on April 27, 2007 whereby the Company was able to raise nct IPO proceeds of
2.8 billion for the 741,902,600 shares issued at 3.80 per share. The 741,902,600
issued shares consist of new shares totalling 593,396,300 shares and those previously
held in treasury totalling 148,506,300 shares with a total cost of P358,070,611.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

‘The significant accounting policies that have been used in the preparation of these
financial statements are summarized below. The policies have been consistently apphed
to all the years presented, unless otherwise stated.

2.1 Basis of Preparation of Financial Statements

(a)

(%)

(¢)

Statement of Compliance with Philippine Financial Reporting Standards

The financial statements of the Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). PFRS are adopted by the
Financial Reporting Standards Council (FRSC) from the pronouncements issued by
the International Accounting Standards Board.

The financial statements have been prepared on the historical cost basis, except for
the revaluation of certain financial assets. The measurement bases are more fully
described in the accounting policies that follow.

Presentation of Financial Siatements

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1 (Revised 2007), Presenzation of Financial Statements. The Company
presents the statement of comprehensive income in two statements: a statement of
income and a statement of comprchensive income. Two comparative periods are
presented for the statement of financial position when the Company applies an
accounting policy retrospectively, makes a retrospective restatement of items in its
financial statements, or reclassifies items in the financial statements.

Vuncional and Presentation Currency

These financial statements are presented in Philippine pesos, the Company’s
functional presentation currency, and all values represent absolute amounts except
when otherwise indicated.

Items included in the financial statements of the Company ate measured using the
currency of the primary economic envitonment in which the entity operates
(the functional currency).

2.2 Adoption of New Interpretations, Revisions and Amendments to PFRS

(a) Lffective in 2009 that are Refevant to the Company

1n 2009, the Company adopted the following new revisions and amendments to
PERS that are relevant to the Company effective for financial statements for the
annual period beginning on or after January 1, 2009.

PAS 1 (Revised 2007) : Presceatation of Financial Statements
PFRS 7 (Amendment) : Financial Instruments: Disclosures
Various Standards : 2008 Annual Improvements to PFRS
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Discussed below are the effects on the financial statements of these amended
accounting standards.

@

(1)

PAS 1 (Revised 2007), Presentation of Financial Statements, tequires an entity to
present all items of income and expense recognized in the period in a single
statement of comprehensive income or in two statements: a separate statement
of income and a statement of comprehensive income. Income and expense
recognized in profit or loss is presented in the statement of income in the same
way as the previous version of PAS 1. The statement of comptehensive income
includes the profit or loss for the period and each component of income and
expense recognized outside of profit ot loss or the “non-owner changes in
equity,” which are no longer allowed to be presented in the statements of
changes in cquity, classified by nature (e.g., gains or losses on available-for-sale
assets or translation differences related to foreign operations). A statement
showing an entity’s financial position at the beginning of the previous period is
also required when the entity retrospectively applies an accounting policy or
makes a retrospective restatement, or when it reclassifies items in the financial
statements.

‘The Company’s adoption of PAS 1 (Revised 2007) did not result in any material
adjustments in its financial statements as the change in accounting policy only
affects presentation aspects. The Company has elected to present the statement
of comprehensive income in two statements: statement of income and
statement of comprehensive income (see Note 2.1).

PERS 7 (Amendment), Finanaal Instruments: Disclosures. The amendments
require additional disclosures for financial instruments that are measured

at fair value in the statement of financial position. These fair value
measurements are categorized into a three-level fair value hierarchy, which
reflects the extent to which they are based on observable market data. A
separate quantitative maturity analysis must be presented for detivative

financial liabilities that shows the remaining contractual matutities, where

these are essential for an understanding of the timing of cash flows. The change
in accounting policy only results in additional disclosures (see Note 3.2).

2008 Annual Improvements to PFRS. The FRSC has adopted the lmmprovements to
International FVinancial Reporting Standards 2008 which became effective for the
annual periods beginning on or after January 1, 2009. Among those
improvements the following are the amendments relevant to the Company:

o DAS 36 (Amendment), Impairment of Assets. Where fair value less cost to sell
is calculated on the basis of discounted cash flows, disclosures equivalent to
those for value-in-use calculation should be made. The amendment has no

ANy G

significant effect on the 2009 financial statements as there were no
impairment losses on assets recognized using discounted cash flows
approach.

= d o
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e PAS 40 (Amendment), Investment Property. PAS 40 is amended to include
property under construction or development for future use as investment
property in its definition of investment property. This tesults in such
property being within the scope of PAS 40; previously, it was within the
scope of PAS 16. Also, if an entity’s policy is to measure investment
property at fair value, but during construction ot development of an
investment property the entity is unable to reliably measure its fair value,
then the entity would be permitted to measure the investment property at
cost until construction or development is complete. At such time, the entity
would be able to measure the investment property at fair value. The
adoption had no material effect on its 2009 financial statements as the
Company has no property under construction or development for future
use as Investiment property.

(b)  Effective in 2009 but not Relevant 1o the Company
The following amendments, interpretations and improvements to published

standards are mandatory for accounting periods beginning on or after
January 1, 2009 but ate not relevant to the Company’s financial statements:

PAS 23 (Revised 2007) :  Borrowing Cost
PAS 32 and PAS 1
(Amendments) : Financial Instruments: Presentation

of Financial Statements —
Puttable Financial Instruments
and Obligatons Arising on
Liquidation
PERS 1 and PAS 27
(Amendments) : PFRS 1 - First Time Adoption
PFRS and PAS 27 —
Consolidated and Separate
Financial Statements
PERS 2 (Amendment) :  Share-based Payment
PERS 8 ¢ Operating Segments
Philippine Interpretations
International Financial
Reporting Interpretations
Committee (JFRIC) 13 :  Customer Loyalty Programmes
IFRIC 16 :  Hedges of a Net Investment ina
. Foreign Operation



(¢)  Effective Subsequent to 2009

There are new revisions, amendments, annual improvements and interpretations
to existing standards that are effective for periods subsequent to 2009. Among
those, management inidally determined the following, which the Company will
apply in accordance with their transitional provisions, to be relevant to its
financial statements:

(i) Philippine Interpretation IFRIC 14, Prepayments of @ Minimum Funding
Reguirement — Amendment to IFRIC 14 (effective on or befote January 1, 2011).
This interpretation addresses unintended consequences that can arise from the
previous requirements when an entity prepays future contributions into a
defined benefit pension plan. It sets out guidance on when an entity
recognizes an asset in relation to a PAS 19 surplus for defined benefit plans
that are subject to a minimum funding requiremnent. Management does not
expect that its future adoption of the amendment will have a matenal effect on
its financial statements becausc it does not usually make substantial advance
contribution to its retirement fund.

(1) Philippine Interpretation 1FRIC 19, Extinguishing Financial Liabilities with Equity
Instruments (effective on or after July 1, 2010). It addresses accounting by an
entity when the terms of a financial liability are renegotiated and result in the
entity issuing equity instrurnents to a creditor to extinguish all or part of the
financial liability. These transactions are sometimes referred to as “debt for
equity” exchanges or swaps, and have happened with increased regularity
during the financial crisis. The interpretation requires the debtor to account
for a financial liability which is extinguished by equity instruments as follows:

e the issue of equity Instruments to a creditor to extinguish all (or part of a
financial liability) is consideration paid in accordance with PAS 39;

e the entity measures the equity instruments issued at fair value, unless this
cannot be reliably measured,;

e if the fair valuc of the equity instruments cannot be reliably measured,
then the fair value of the financial liability extinguished is used; and,

e the difference between the carrying amount of the financial liability
extinguished and the consideration paid is recognized in profit or loss.

Management has determined that the adoption of { the interpretaton will not
have a matetial effect on it financial statements as it does not normally
extinguish financial liabilities through equity swap.
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(i) 2009 Annual Improvements to PERS. The FRSC has adopted the 2009
Improvements to Philippine Financial Reporting Standards. Most of these
amendments became effective for annual periods beginning on or after
July 1, 2009 ot January 1, 2010. Among those improvements, only the
following amendments were identified to be relevant to the Company’s
financial statements:

o PAS 7 (Amendment), Satement of Cash Flows (effective from
January 1, 2010). The amendment clarifies that only an expenditure that
" results in a recognized asset can be classified as a cash tlow from nvesting
activities. The amendment will not have a material impact on the financial
statements since only recognized assets are classified by the Company as
cash flow from investing activities.

e DPAS 17 (Amendment), Leases (effective from January 1, 2010). The
amendment clarifies that when a lease includes both land and building
elements, an entity assesses the classification of each element as finance or
an operating lease separately in accordance with the general guidance on
lease classification set out in PAS 17. Management has initially
determined that this will not have material impact on the financial
statements since the Company does not enter into a lease agreement that
includes both land and building.

e TPAS 18 (Amendment), Revenue (effective from January 1, 2010). The
Amendment provides guidance on determining whether an entity 1s acting
as a principal or as an agent. Management will apply this amendment
prospectively but expects to have no significant effects in its 2010 financial

statements.

2.3 Financral Asscts

Financial assets, which are recognized when the Company becomes a patty to the
contractual terms of the financial instrument, include cash and cash equivalents and other
financial instruments. Financial assets, other than hedging instraments, are classified into
the following categories: loans and receivables and available-for-sale financial assets.
Financial assets are assigned to the different categories by management on initial
recognition, depending on the purpose for which the investments were acquired. The
designation of financial assets is re-evaluated at every repotting date at which date a
choice of classification or accounting treatment is available, subject to compliance with
specific provisions of applicable accounting standards.

Regular purchases and sales of financial assets are recognized on their trade date. All
financial assets that are not classified as at fair value through profit or loss are inittally
recognized at fair value, plus transaction costs. Pinancial assets carrted at fair value
through profit o loss are initially recognized at fair value and transaction costs related
to it are recognized in statement of income.
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The categories of financial instruments that are relevant to the Company ate mote fully
described below. :

(a)  Ioans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Company
provides money, goods or services directly to a debtor with no intention of trading
the receivables.

.oans and receivables are subsequently measured at amottized cost using the
effective interest method, less impairment losses, if any. Any change in their value
is recognized in statement of income. Impairment loss is provided when there is
objective evidence that the Company will not be able to collect all amounts due to it
in accordance with the original terms of the receivables. The amount of the
impaizment loss is determined as the difference between the assets’ carrying amount
and the present value of estimated cash flows.

'The Company’s financial assets categorized as loans and receivables are presented as
Cash and Cash Equivalents, Reinsurance Balances Receivable and Ioans and
Receivables in the statement of financial position. Cash and cash equivalents are
defined as cash on hand, demand deposits and short-term, highly liquid investments
readily convertible to known amounts of cash and which are subject to insignificant
risk of changes in value.

(b}  Available-for-sale Financial Assets

This category includes non-derivative financial assets that are either designated to
this category or do not qualify for inclusion in any of the other categories of
financial assets.

All available-for-sale financial assets are measured at fair value, unless otherwise
disclosed, with changes in value recognized in other comprehensive mecome, net of
any effects arising from income taxes. When the asset is disposed of or is
determined to be impaired the cumulative gain or loss recognized in other
comprehensive income is reclassified from revaluation resetve to statement of
income and presented as a reclassification adjustment within other comprehensive
income.

Revetsal of impairment loss is recognized in other comprehensive income, except
for financial assets that are debt securities which are recognized in statement of
income only if the reversal can be objectively telated to an event occurting after the
impairment loss was recognized.

All income and expenses relating to financial assets that are recognized in statcment of
income are presented as part of Investment and Other Income mn the statement of
income, except for impairment losses which are presented as patt of General and
Administrative Expenses.



-8-

For investments that are actively traded in organized financial markets, fair value is
determined by reference to stock exchange quoted market bid prices at the close of
business on the reporting petiod. For investments whete there is no quoted market price,
fair value is determined by reference to the current matket value of another instrument
which is substantally the same or is calculated based on the expected cash of the
undetlying net asset base of the investment.

Non-compounding interest, dividend income and other cash flows resulting from holding
the financial assets are recognized in statement of income when catned, regardless of how
the related carrying amount of financial assets is measured.

Derecognition of financial assets occurs when the rights to receive cash flows from the
financial instruments expire ot are transferred and substantally all of the risks and rewards
of ownership have been transferred.

2.4 Property and Equipment

Property and equipment ate stated at cost less accumulated depreciation and any
impairment in value.

The cost of an asset comptises its purchase price and directly attributable costs of
bringing the asset to working condition for its intended use. Expenditures for
additions, major improvements and renewals are capitalized; expenditures for repairs
and maintenance are charged to expense as incurted. When asscts are sold, retired or
otherwise disposed of, their cost and telated accumulated depreciation and impatrment
losses are removed from the accounts and any resulting gain or loss is reflected in
imcome for the period.

Depreciation is computed on the straight-line basis over the estimated useful hves of
the assets as follows:

Condominium units 40 years
Office improvements ' 10 years
Office furnitures and equipment 5 years
Transportation equipment 5 years
LDP equipment 5 years

An asset’s carrying amount is written down immediately to its recoverable amount if the
assct’s carrying amount is greater than its estimated recoverable amount (see Note 2.14).

The residual values and estimated useful lives of property and equipment arc reviewed,
and adjusted if appropriate, at the end of each reporting period.

An item of property and equipment is detecognized upon disposal or when no future
cconomic benefits are expected to artise from the continued use of the asset. Any gain or
loss arising on derccognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item) is included in statement of mncome
in the year the item 1s derecognized.



2.5 Investment Property

Investment property (included as part of Othet Assets), is measured initially at acquisition
cost. Subsequently, investment property is stated at cost less accumulated depreciation
and any impairment in value. Depreciation is computed on the straight-line basis over the
estimated useful life of 30 years.

The cost of the investment property comprises its purchase price and directly attributable
costs of bringing the asset to working condition for its intended use. Expenditures for
additions, major improvements and renewals ate capitalized; expenditures for repairs and
maintenance are charged to expense when incurred.

lnvestment property is derecognized upon disposal or when permanently withdrawn
from use and no future economic benefit is expected from its disposal. Any gain or loss
on the retitement or disposal of an investment property is recognized in statement of
income in the year of retirement or disposal.

2.6 Financial Liabilities

I'inancial liabilities include Reinsurance Balances Payable and Accounts Payable and
Accrued Expenses.

Financial liabilities are recognized when the Company becomes a party to the contractual
terms of the agreement. All interest related charges are recognized as an expense in the
statement of income.

Reinsurance Balances Payable and Accounts Payable and Accrued Expenses are
recognized initially at their fair value and subsequently measured at amortzed cost less
settlement payments.

Dividend distributions to shareholders are recognized as financial habilities when the
dividends are approved by the shareholders.

Financial liabilitics are derecognized from the statement of financial position only when
the obligations are extinguished either through discharge, cancellation or expiration.

2.7 Provisions

Provisions are recognized when present obligations will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of the
outflow may still be uncertain. A present obligation atises from the presence of legal or
constructive commitment that has resulted from past events.

Provisions are measured at the estimated expenditute requited to settle the present
obligation, based on the most reliable evidence available at the end of the reporting
period, including the tisks and uncertainties assoctated with the present obligation. Where
there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. When time
value of money is material, long-term provisions are discounted to their prescnt values
using pretax rate that reflects market assessments and the risks specific to the obligation.
Provisions ate reviewed at the end of each reporting petiod and adjusted to reflect the
cutrent best estimate.



-

I thuse cuses whers the: prssible outflow ol eoonde wesonrce 253 resudt o et
evlalijzatiiatvs s cxvvidered improbable o semmate, o b amennt o be provided for camnet
Ire measured ehably, ta habiliey is tecopnized in the fosncal statements. Sonbaly,
possible infows of evononic lkawdits that do not vt mesd the vecognition coteria of a0
et e e leted continpent asses, hemce, st ol lecopnized i the binancial
ELAUTIMTALS.

¢ 3o the other hand, auy rennlontsement that the Compaey can b vintually cetain re
verlliet Fowtr a third pachy wadh respecy 1o the olfdigation 15 recopuires s o sofarate asset
1es t'}:i'l_‘i_‘ili.rlill the wincmmt of the rolaed pmvj:sitm.

28 Hewveaor Kecoonsiiog

Wuvenug o recognized to the roent that it is prulalle that the economic Twwing will
1hoar i3 thas Clastnprany and the revenoe can be rekiably tucasured. The EAlnwhyr .‘l-]HJ.'iﬂL'
|_'¢_'|;;|:1E1|_'i,l'i,r_11| wrileria ekl alss e et hebeeoe revenne TERZF.1H1IiIEt']-

) Hefrisranc presqmr Gevenue i recopized e reveiue prendums oo shuan
duratiras insiramce: com s owver the ]'.Itl.'.l.ml ol Lhe comeiasdy m—‘:i.np, the 241h
method cxcept for reveees [rotn narote cagno tshs wherein the pioilwmns
wwrien d.uli,nE the fest ten roewatbes o 1he colienT yoar anacd thie Best twas ocenths of
thic: qricecding wear are EEEL'IE,.LIii-.':t'd a5 Frvenne i e ourrent year Thas
=24 miethanl” asmmanue, that the average date of s ol all pelioes waltes dutng
ang cue month is the tnshile of that month. Accordivggly, 1/24" uf the oei
Pr[‘m:ium._-: are comsideied caned in the month the it contracts s sl
and 72" for every runcth thetcelict ],-".2"1-"‘| for every 10 oay |H:I!'i.{?|:| alter 1he
issne maooh]. The poriions ol lu remaurznce poemires meiabicd 1hat relate te 1T
uJ11_-_--.|,‘.|i|_'c|:|_ pc]‘ir_‘uﬂs of rhe pedicies a1 the cod ot the Ii:'pDI‘l'ile.{ Pl wccouerted
bt s Rserve For Lineacnsd Reinsomanis: Proniwod and presented o th labilic
sectivn aof the siaicent of finandal pesigon. The et chanpes inthe aoorsot
Teesomre fur 1w Humsoerance Premioneg Leetwseers staienwnd of finaceckal
[m miton dates ane 11:1_1_:._|__=I_1ﬁ:n1| i1 s il

1l T

(i} Imfermiy Hovonoe 15 ED-E{:IP_‘l]_'i?_.l_'\-I'_I uy, Lhe iices) andoes {I.‘:li:i[lf', iary mcww et the
chiectve ].'il'lll rinn the: asaot).

fr)  Peddench Rowenoe is recogoized whien the Company's nghe 1o peccive hac:
payment 1= sxtulalizhesl.

2% Cham Coaiw Recogmition

Share in claims arul bssses selating ro insurance comracts are soctocd wheo sosared
pypergs e, Dl ahare in claims (irchmlings thrase Bor incoroed buk ot tepardicd) are
based oo e sstitanst cliimace cost of seading the chims. 1he method ol delermimntg,
s e eules and establisliogr teetee o cominoally revieesd it ujrlated. Changes
in mstimeaes ol costs resultng fromme the cont s deview process anel dellerences
Lt catimates aned paytocol fur claims are recogoized as tocooe op cepense of Uhe
pedod in which M aamebes are changed or paymames ate toade.

Llrape 1o besaaveiies ore chimes s evaleabed nn ot il the estmubed oesFrelbe valaes of
e salvagee recoverables. Huovertes nosettled elaings soe recopnizaad instabeneod ol
e a1 h et ead the pecoyeries st ke while w-timated mecoveties we presenoed
as pratd ol Reinsorance Bubmaes Reeeivable o te sateeenn ol liaocal pesivion.



- IF-

Lo Aciprarrtion Cosiy

Cararx thian vaty wieh and e priparily reduted g e soguisiion of pes and raweeal
Leiitaio: contiacts such as cotndssicns, contain underarotog cosis and inspoclisn
fra, sie: deterred and charped o expease i phogestion 7o femsurauce prednion
revenue recognizsd. Unamertizoed aoquisiton, costs e shown m e staement of

fimancial prositon as Defermed Aojuisition Uosts.
21! Coammussions on Kefipoessions

Lopnrmissions mn belheccssnns are deferrs aoed wre sl rjr.:.1|_'|j i1 Elwe saumee ammoniealnn
rrethodd as 1he rebacd acguisiion coses. Defermd portion ate presented m the
statemnent ol Dinancal posirn as eferred Rewsnmanes Camoniissbmis

AL Leawes

1T ﬂr_‘:mpr-t[n_," accouis Bt s lewses as Bollonrs:

fi)  Camtmry ao Lynaes

Leases, which o ven irm=fun to the Compaay sabstantially all he nshs and
boncbirs vt nwuc:sh_'ip of 1he mezed, ate cbesileed ag n]'ml:h:l;_'_ leases. Operatige
Bamse: pay sl erc rccn!.!ui_?_'l_-rj AT EEPRETR 111 1k stalctrend of Lo on a
stepighu binee Jusis erves the lease teon. Assoaated costs, wusdoas sl eaance acul

insurance, ate expevsed ws it

i Comgary av ooy

Leases, which do oot tmestet o the lessec substantally all the risks andd Tacncfits of
s sk ol the asset, are rhgsiFBed ax openainy leases, Lease meorme Trom
LI]_'!I_"HI.I‘iTlH lsises 1 B uﬁrl'li.'.-:ﬁd i the sttement of o e .‘uTl:Iiﬂ]‘.l.T-].‘iJ‘H.‘ Lrusis
wver the Lease wemn.

Thees € ey determines whether an smmangermad 15, ot conbuns 3 lease ased oo e
substance of the szl 1 makes an assessment o whelber the fudbllooene of the
arranpenient i depenchmt o tha use of & specific asset of weas and the arranpement
exnrveys i Flgeht b usc the assel

A1 Foredpn Onrieacy Traoyac i

The accowntiog recomls nl the Compaoy are maintgined m Philippine pesos. Fogeign
Loy frxnsactons 1_'[1,|1-i'r|g phec wesad are transtated ioes the fuetbanad cunency at
vxachinyzy rabes which approseoaie these {recwailing, on Ao ¢luio

Fud r.'ZiJ-":I'.I. Currency E;H.i.fl.s ancd Trimacs 1.;-.;u||j_11_!'; Froma the sedlbewean ral socle ivansacdt. oy snel
Itestns il1e translation ar year cod ::ﬂLl!l:J'.LgE rates of mnoelaty axscls and babilifes
alemandnadced in f{:.rciP’u CLTEFTICR S o rq;|_|..|5._:n'|?:.|:d 1o the statemment of ioate as part of

prodil of loess Hiran peratinos.



_17

214 Enpaivien of Non-fiaeocrad As5o0e

The: { ewipany’s pooperty | cpopment sl veahient prfieddy aee skalrject By
imntsainment boiing. ALl et indl khial assets a1 rested Eor impaicment whenceeT events
or chutrpes in circutsiances fnefwzte tiat the caprying anwunt mey 14t be meenov ol

lingwait et loss is recupnitasd for the ansaml by which the assct's caruy g stk
errewals i pecngerable sl The socoarerd sl ot 35 1he bigher of fir vadoe,
reflenting ekl conditions Tes costs t sl amal valus inase, basal on an el
vestuation of discoanned axh Ao

ATl assecls ake subsepwnily 1eassessed Tor mcbications that an mpaimmen bss proviuusly
iccogmized may 1o haoger cost sod the calryng amonn ol e asied is acljusted o the
secerveralile ameoe resolting, in the: reversal of e o et Joss.

Z 415 Limpleyeec Booedis
der) Pt eompiiaperems [hemeyfnts

Purst atnprheprnent enedins are provided 1n cogilayees threagh a de b Lcancti
pilart, a5 well 25 3 clebined eontnlystinm (dlan.

A defined lunefit plan is a past crploymen plas that defies an ameount aal

pust croployment benefin chat an ctnploypee will pesive on ccaremen, wsiaably
depreatdent on aue GF o factors such as ape, years of setvice and slary. The
Jepal elaligain i foor ang bene it Lo this kv of post enaploymunt plao pemaine
with the Company, evui if plaa assets o Funding e delimed beweln padam have
heen scquiresl. Plin asseis may molode assers speaifically designaled ty a long, e
Tumtedit Fund, as well as qualifging heotance poloes. The L noapany™s delined
et gunl crplovment plan covers all rggalet ull-time enplogecs. The
post-emnployinuent plan is tax gualified, nepconitlutory and achirmnisiered by 2

[T P

Uhe Malatlny recopuized in il staterneul of liswncial position lus elesFinnes] Tawmae:ler
jmeat employmenl plans is dee present vabe of the dehined boe [ie «bligabon
(IBEF at the end ol the euporang, poercod leas ¢he fair valw: of plan assets, ngrether
with adjustwe for uprecognined actuarial mons o bosses sed Jost SOV L35 15
The. 10502 is calowlureal by indeperndont actuaries ustgs the projecterl unit credil
methoil. The preseot vahu: of the DBO is dulcrmined by alissemuntiog, e
psinmated Buture smsh oufflows ushg interest mates of high quality corjmaane boors
that are: dedtominated in tha: worrency inowhich 1he bepefis will be pasd aml (b
lave denms lor nauniey spriocnating, the tenns of the celated o ral-emplioymianl
lability.

Attt goring andd bassss are ol ecopnimacd a5 360 MO O Capense il e
1atal uorecum il pain or Joss exceeds 1050 of Uhe greater of L vilaligrzgon snul
relaned golan assers. The amouwe cxeccding 1his 1% vancidior B chargued e cneditel
11 statomest al ieome over e employess” exmected averape rumsning workng
lives. Actearial gaios aned Josses within Uhe: L% comdot e dinclried supaistely.
Pasi service costs she recogoizesd nnincdiately o statctoent of incomae, ibess 1o
chanpes 10 the post cenpliyment plan ai womuitional on the craployres retoaniog,
i mecivice B a sjuecilied petiod of 1une (the vesimyg period) o I3 case, 1T {uisl
b aasts Ane arved Hed oo o staebit e hass over the vestiag petiod.
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A defned contributon pleo i 3 jaost conplopment plan woder which do: Coanpany
pays Leed cuaeiluniung inie 20 independent cotiyy, The Cmopany has no legal or
constructive obligations to pay funber conldlburons after papment of the el
conizibativn, Vhe soniribinnions recopnized in pespect of delined confribubon
plans are cxpensed 25 tbey Rl due Fdabiltees and assets noay be recumiizod i
uttchorpay et or prepesmeal Fomz ocemanie] e st incloded o the statemrins 1ol

hanandial prasitica.
ffl € emmtensatd Momer

Short term employee Lonc s are secopnized for the pumler of patd leave days
firwclisling hedlislay enmelement] remaining s the el of the tspuorbng period. “They
are choded fu curro junson and other cmployes ohiymiiens a1 the
mndiscrmmee] amcnau that the Company expects o pay a5 2 nsalt oF the nnused
enftlement

208 Tncere Traxes

I'ax expense reeopeized i siaement of income cormpoises the sun of deferzed g aod
caurreol daa ne acogmiteed mother comprehensive mcome o Jitcctly inequity, 1P any

LLurent tax assets o lalihies conupise duse chims omy, or oo Lo, Oical
authanncs selating to the comomt or prict tepuot iy pesiod, that zee vmeolleeeed or wpad
an b ek ol repswing, pediod They are culoudaicd sty the tae mtes aml o dows
appliq_‘nl_ﬁr Mo thee Bl peanads go oo hich ﬂ'.l.t]." redate, ased oo the Gixalshe |'l|:'I'IF-|T Far the
pear. Al chanpes to current tee amseas ot halublies are recogoized as a cormpuaneni of B
L'K]:H."'l,l..'c“‘_' ]_'l_l sl LT LII i'l‘l..l.]tnl.'.

Liefirmed vex js pronemlel, wsioy the Gahility oaethod, on teroporany differences at the end
of the n:-]'_"r:urtiuﬂ FIi"'Til;_'h::l It ooz rhe 1ax base of asscts and Ialalivies sl thaen LHII]-‘M
amacants for financial ]:cpr_'.n'inp: prumymases. Lt th: |L'3!'Hl1.1.‘F miether], with ceabn
exeepons, chelereed tax Jabilites e meoopmieax] [of bl fazable teoporary dilfercanes and
deferred B assews wem reosecd for all deductbbe tempuorary clillaenees and the
1::|rr'!;||:|lw;.|:|.] ool nused tave losses wrgd et Lo credits fo the extend vhal o s |2t dwahle
that taxzable profal will Tw: avallabde apqanst which the dedertal lexoasset can b wibivx].

"Vhe carryings wnent ol deloeed mo assets is eviewed an b ol of each reporting peond
sl reclnacec ] W the: catenc fhat it s pm].m'Jlt‘ Liear sl lebent taxalile 'Fl.l"'_'lﬂl will e cavanidilahe
tex allow all wr pan ol 1he deletmsl b asset to be ake

P acdetice 1 asaets and Babilivies ame toesasire] ad the rax eates that sme expceiad to apply
tro whae paetiewl webien the asset s oealioed or the lalaling 15 settled, based o tax raies s fas
laws that have bevre seciend of sobstnfisely crected ot the eanl of the reporbop, peoo.

Wik changes in deferred ua wsseas o libiities are recopniaed as s oomponent of fax
expenge irn siabztoacm of inonme. '::JI.I.E].' thﬂt@'ﬁ tre dholerted tan assets or lalviliies tha
relabe isr ftems rocopadees tootho coanprebensme Incomes v dikcelly Il oty are
recopnized m wther cotapichenstve income or divesly 1 cguily.
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{"apital sewck represents e torminad value of shares that Tave been, isanad or el

Ackdnicwnal paid in capital ineclnbe any premiwmns receiveed oo the initial izaenc: of captsl
stk Any mameswction costs assouinted wath 1w jssuance of shares we deducied
aldifionzl paid-1n capital, e ob ang related socerme i Tm-nefits.

Tty shitres are stated at thae oot vf re acquinng such shaius.

Eevalusbnn reserces cotopase of gaios and hisses due (o the evabenion of avatlalie b

sale foaocal asseds.

Ketaned earnangs incdude sll curvent anrd prane perdol 1esults as thsclrsed j:‘.l!."!.'lt_lt 1ar
lo=5 10 thes statement ol mcotee.

A I8 Farnines For SAaee

Fatriges prer shate os detenrmuine] Tay chivnbingr el oworae by the Wi—'l.!.:httl:l AT
el ner il shiates issoed, adjusted for stock duadends and sieck sphc lees shares held m
treasury chutiys tHhie ]mrinrj.

Lahuted carmings per shuic I r_ull'lputfl'.l by adjstings 1he wL‘]E,]JI::.‘ﬂ AreTar: b sl
ordinary shares cutsiancling i assume comwersion ol dilutiee poteniial slares.

SIGNITICAINE ACCOUNTHNG JUDMGMENTS AND ESTIM AT ISR

The £ camprony's inancial staterments propared inaccordancy wilh PERS cegquine

(VL CLAFEIRE I b ke unbrinienes and estirreaics dhat abfool ameaits s stnd Ln the
linancial statements sual telaed gotes. Jodgments sud aitimates ane comirelly evaloae|
srial an: L] a0 hiscorical exsuremo: and sther Betors, iichoding expectations al buare
events Ut sme Tcbesed ro he rrgsonalle wader circemsteoces, Aot sesults mav

ultirnanely clilfce from fwese esthnans.
3.1 Cotical Mangaemions fudizmedis i Appliing Accommiing Folicies

I the process of applying the Compury™s souunting pobes, tostgement b Trde The
fiallerweinge (e mcnts, apart Tooi 1hwose Invoking csiral o, which have the 1maost
sipmifican cltect on the wmands tecognized in the Finanssul stapemen s

ia)  tmpvarmit af Alwarksife for acde Fingeae! Arseey

Il determk wdy when an fuvesiment is other thap-Lemgorarily impaired foouiees
sipuifican purlgmcar. Lok ihis udpment, the Cwnpuny evalles, iong,
cither factors, te dhration and et 1o which the Fir vatue ol an investmani i boss
than 1 st and the firenca) health of and oear tenn lousiness caloesk fur the
investee, indubing laepors such 8 Bichasity and sect perleHmance, chauyes m
techolmgny sul operational sed Tunding cash flow. Basod onche reaml vvalition
ol B farmeation arel acncapostances affsaye e Company’™s avalable for-sale
firsarecial snssts, managemcnl concuded that i sssers are ingpaieal oo

Unenndser 31, AU and A8, Fomeee: changes in these mhamaion aud
clezenstznee might sigadisamiby affece bur carryrgg among of the: wsets.
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Prsinctron Retmecr Iprrsimond Proferty end Ulner occapted Prgery

The Company «kicamines whether a property gualifios ws hvestment peopedy. 0
making it judpment, tin: Oty considers whether the proojurty penecates cush
e latyer:ly mdqjcﬂdcuﬂ}r o the satheer asmicts Jadd by an -I:I:I‘I:I‘I:‘I. LRDE TTH TN LI.]I.I.Ed
Pruperty pranetan wish lows that are atmbutalles 1 oaly o the pooperly Lot alko
tor other assois used in the wpeirnns

Sammer s iy cumprse a portor thar i held e o rentad and aoother geection
that 35 beld for subomtistizatice purpeses. If dese poribms i be sold sepamicly
{or leased out sepataicly umlun lumnee lease), the Company accounts for the
portions scparately. 1T the petiwons cannnot be sold sepacately, the [snoperty s
avciania lug 48 investment propety oy i an nsdgnificaot porten is bl For
alominiziany e purposes. Judpment is wpplicd b dclcnranimg, whether ool
servbius woc s spuficant that 2 propery does ool qualily a5 InvestmeTis sty
Tlue Castay ey considers each propurty sopatately o moakang, it limoem.

Caperarieng aemd Finmne Lawie

The ey bay ontered Into vanioees lesse sppretoeits 25 eiter 3 lesorora
lessue. il judponent was ezencised by nanugement to disdogudsh caoch Jease
apreuimicnl ax clbict an operabng or fnanee leasc Ly boking at e imaeslor o
retentinm nf sigrlicoll sk and rewands of oenershi)s ol e propecties coveed
by the aprecments. Fallike res make the apht judgement wilt tusadt i cithaer

we s Palsbemnent of umderstatcamecel il asscrs and biabaliges.,

Prargaraus e 4 wedinpeandes

Judgmient is cxercised by managemesn o destinguish betaeen peow s and
cemitimprences, Podiies o ecoppiton and dischasi: ol prosision ancd dhscdosee of
cewttinpencies 2ee sssued ne Neac 27 and refevant Bsclosimes ate presented o
Tudawie: 25

F2 Key Soomes el Matimatina Liaccrinoty

‘The folowdng aze the key assamptions conceruing the luolure, and other key snatoos f
ettt ian unee rtaingy at the e of 1he repusiing peniod, thal have: 2 sl ficant nsk ni
Aty w mstetal sljusoment to the cammyiig snuanls of assets and Gislaliws swithio the

nund (nunciad vear.

faaf

Lisefeed | dves of Property amdd [insepvment e Javestorcns Progerty

The € ernprany cainates e vselul Tives of progwerly and oquipmest ancl ieesment
property baseal on b purinad over which the assets are exered to be svatllale for

“Fh estinnated vseful Hues of gy amd oquipment and iovesiment propeny
ares reacieowes | gactaoeally and are opalated 'ii-t'llipl.ﬂ1|?lfillllﬂ differ fromy prre o
oshimates due 1o physical wat and teae, techuical oe commenew| obsolesconce ad
leprl et aathieer Tionits oo thie use of thesasscis, The carryving, amounis of propeery acod
cquipment and investtoont Jeepoine ane analyzed in Noves 9 and 11, respeaireeh.
Basseec| e iaatiggneatwent’s assessmoend as al Dosanber 31, 2008, dere o chanpe 1
e=hmnared usefud Hyvos ol poapen, and equipnecont domogg the year. Actnal posuabis,
hamaevor, oy waty toe to changes iy estmuages bought aliooe by the clinges in
Favtoors novatiesned alnee
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Ailwermer for tmpatrment uf Reamamance Dademzy Permvaiidy mod T o and Recervabies

Albrennce: 1 made for specific and proups of accownts, where oljecttv: evibaie: of
tupaittucenl cxisis. The Company cvaluales these qoconnts based on availsbbe G
wowl cincummstances, ivncladinge, Yoot wed Hinvineal s thae J:;l]grh of the l:ﬂnipall_',':'s
relationship with the customers, the costomens’ commenil credil siatoes biesed un
kruvaty inathet fitos, average ape of accounts, oollecBon expenence wrnl bk ical
by e presrleey o

Irl:lpﬁ'i:l_‘l'l'ﬂ'l“_ Tewsses ovm rednsurance, halimces receivalibe wrnsommed to PL2S 325 407
aarcd P2 DS NEG (endl e O] dv0 200P weeed BRI0F, rexsprectivdy. LThe allowance fur
|;|'_n'[_1a|;rrni_-:|_|.[ et reansurancy labmaes feceivabibhe atwouried o P20 920033 aoil
1139 594 626 ax of Dhecemnloer 312008 win ] 20 mespeociively (oo Manbe ).

|~ udecrtror wf et Laresr Cirher thoaw Lanr smd Roccroadier

Lhe Copopany carmies certain finaenal wsseds w Tuir value, which 1r_'|.]uj.|:|:=\. clwe
extensive vse of aoemmtiug estimaies and palmnenl To cuses when active market
JUIbes RIS sk availkalle, fair value s dewermined By redemmsoe 1o the current rreachet
vabue of amoder Instnument which 15 substantally the swmne rr b culeodiared Dol oo
thez el szl Hoows of the enderying net base of the iwstnumsend. e ztocn
ol chanpres o fikr vabios wendd delber gl dhe Casterprany oolzed different walenn
methods and a'.;'gl_lmpl'inl:ls. Any changss in Tuir vahue oo these Biuncial assets amil
Liahilifics woubd affect prodet or Joss amd other comprehesive oot

Vair value paios et of taxes] e nvaiballe lon sle dnmcdal avecrs anownoed o
[PIEH, 2540 451 i NI Vair value losses (Bet of taxes) o availabbe e sal: dmand
ssets amounted o P35 TR50ET 2wl P20 A e 2008 and A0S, ospectively
Cms Mule V).

Imforreent wf Mo frmaciad 1Liesr

"Thie Unmapzany™ poliey omoeestisat i the tspaiensent nf non-Aoancal sssels i
disciezsed in [oke 204, Thomsh manapsmnnil believes than s assumptions wied o
the estmawan if 4an valmes eflecred in fhe fenandal stabetoersts are aprro| Gt a1l
o= onalle, .‘i:iﬂ]'.l.‘iﬁtﬂ.r]l‘ L‘FHI_[IRE‘:’: i1 thicsge AT Aray l1|:.1.l1:|:'i'.‘ll|._l.- afece the
semsiemmn e Gl recewerahle values and any lﬁm i!:l:l.]:lﬂ.‘i.lIl'lt'"l Tewssi comhd bitre a
mratenial advecse el i the szadis ol upekarnoas,

i i.lnp:a_‘irrm:[lt lorssims wempe Tin :1_:R11i:.:|':_1 o ncwn Anamicial asscts in 2008, 2008 aral
2[NN¢.

e Vadne of D imanerad - Tue ceredd | deobifiie

Thes €t meny acdepted the amendments ey FFRS 7, Lapmngng: | Mudieres abowl
[imancad Frirameents, cilolive [anoary 1 30 T'hese amendmeis toguire the
Company 1o presont cotfais e il sl Bnancal instment s encas el ar
Band »idue 10 e seateroent of Bnanes| ]:H_JEiE'il:_'I:IL it Fiisn year orf ﬂ]:i]::ﬁl.'ﬂliﬂﬂ,
cwmmparative tftoation seed act be presented for dae disclosires fegquired by the
almcodiaent J"'LCCH,[{J,L[I_HIF,' ther Biselrsgme Ferr Lle fair value ||I|:r:1|:1..|!'l]-' 15 ooly
|'_|11:.-,'|':|Iﬂ| fror Les canler 37, 20009,
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In accorlance with Uus simeawdneatt, dosiwcial aeecls and babilities mcasured at fair
valuc in the statement of Arancial positen o cabepeozed in accotdance with the
Fant valuc hictarchy, "Phis hicracchy proups financal assets and habilioes o three
Iovals Tuesed 1 dbe spoficancoe of inputs ueed in measpnng the Bir value of the

Dipaucial assets arol Hadvlinics, The: Lok valoc bicraoehy has the Eelloseange lesels:

*  lavel 1 guoted poces (unadjusted) 1o actrre merkets for identical assem: or

Dzl vidal e

*  Lewel 2:mpts aher than quuastes] prrivess nechobed sl Tevdd T that wee
obserrable for the resoruree or Tisbility, edtber direcily i ws prives) o
induectly (e dhroverd Moo prricesd; wed

*  level 3w bt il assel ol ]:ial]jli.l}' thit v fuwat haased oo erbecovable paodoet

alata (unwalaservalile dnguash

The level withim alaich b fioiaocal assct oo Tashailu yois elanstbieed 1s depeimined

Exsarcd e nhoe: Irawwesst Jew il ol HiH'I'II.I-I.L':I.ﬂ.[ npud tes the Faar value srwasurenieot.

As of Tecemlser 31, 200 the availubile T sle: Bogawio] sssoets wee tha unly
Oouocial assets {mil Gor liglilities] toeasores] o fuke valoe i the st ol
bnancial PUHltl.l.l.Ll ‘Lhe: fair valwy el avaplglle Tor sale Awancaal wsesers amoomanneed
mr 10,904 VM and 106 061 97 deteomined wsing Level 1 and Terel 3ol the
otk value bt chy, nespectively.

i eairgabie laranar o Doerred Tan Aloedr

1'e l_':n:mjr_la_u}' peviews its b dermes] iy sssets 51 ench e "ﬂ'i"E e seesel 1 luvoes

thu catrying it e the extent that 15 oo leoper prebable that suficient ceabnle
pn:lﬁt arill b availubale i allevar all vor paarg of the elsfermes] s assed b e unilieeel.
iz of Lecember 21, 2008, oo Qelened ax wisets were eeognized Ty the

[a IETITRNTY AnCe 1rer i s il la:bewazs heat 1haie will not ke able i uhlize the

R T 1 Pr:iu:r 1o s expaimalinm (e Mg 17,

K etirrrmmart corand | M Hﬂﬂgﬁ:‘]’

'Fhe determoinauon ol the f_'.-l_s;rnl_'lal'l}"x r_||_1|'F;|:IruI_'I|_:rr| At wasi oof l1|::l'|ﬂi! #n anil ethcr
mrtrccrment hannefis = dependenr on the selection of certain assumptions wsedd by
achuarkes i c:l]mlatiuﬂ sk arormnis. Thaose assutrynicns aio dhevenled n

Maate: 1022 and inddwde, among others, th=count mtes, expects] ann o (sl assees
mul subiry buwremse waie. I acoidooe with PERS, actual results that differ Eom
the ns:iumptil:ma are aciorrsls ol woeed staanenizeed rovet Bulotc p::l’indﬁ and, therefore,
roacially alfed the recopnized expense and recorded obhgaton i sch Tunee

Lap L8

The: net eetirconent breoseie ebhypaton smoanted 1o P22 070,45 ancl P2H HSTINEE ay
e 1 lecernlwer 31, AKIY aned HEIE 1|:'_~-:|:||.:1.:I'I'.'|::|_'!-'r wlibs thie: f3ir salae I:J.Fpla.l:l. asycls 44
oof tluise dates amnounted 10 P36 168,32% acd PI2306 081, pespocivcly

isoc MNote 16.2)
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4. RISK MANAGEMENT OURJECTTVES AND POLMIES

‘Uhe Company is exposed 1o s vately ol lancal rishs which resull oo Foch is
erjactating and invesning actvites. The Coompany™ man 1k mibpation sioegics
aenerally include adeption of unchawihng and inyestment polickes ol gudelines,
wutnl byl procvision and intermal awdit chiecks aod wsasstnents.

The Compauy™s osk tmamananene, in dose cooperation with 1the wespective duly
camisatiureal Yered £ urmmittees on Underamivmgg, Tovesioent and Budgey, Risk
Manapement and Auwin, fpees on noplenwenting osk contml mcasutes, addressing,
vt a bl aceeprances, clairms conteol, seeutiop shoil 1o mcdiute wrrn cash dbows T
misitrien gz a et o Anancial markets while managige kg, form financ
ISl tes preneTale |:1.-;Il|:!g 1zlurns.

T'hey mewst symlznn financial risks to whicl the Company tnay he eaposed o e
deseglied bl

A ¥ Roinsmrance sk

A perdessin ] rosuter, the Company anderwpioes reingoranee: Tosness fom bie
and nun-Bfe insorance commpenuees wned btobers, with the objective of tealizeg profiss
uned ]:ILW - :]l:]'h{‘ui]:ﬂ_:h: AT I iis cliennns, o aitain this olbjective i is cssenoal 1o7
rha: £ asmpany o have 1 halaneed pontfolio, wherein tbere s sliversfecation ol esks. 190
cenn 13- lasiuesss, cach nsb that 15 2ccepred o treaky armaugumenl wmered oo 1s
c:ln_'_l:-u[l],r evaluates] Lusesl cnn the Cednfaany's winfen rj.ﬁ[lE &'.Lt:i.'l.l-'l.‘|'i11r'-"~', s s DL
Lt per type eof risk, exasieng exposomies, i adequacy, fnancial consinwat T
chent ansl il ke,

1 {:r:um]::.m_l:;’:; reteartiorn 101 dhae Libpret pisbos dhat the L rmapany Aoty ar (sl
siecutialation af the same W a piven ared, nehacdiogs leeees (hyat conld anse feom
1..-|.[:d_-.|:||,_||:|]11_-_-i such as L“-"l.l'tl.}qu]LL‘E wragd yphusnaeas, s predcedod by an excess of bous
sazvctage: W I the Company's exposute up toos sperilicd mnooune. Sygnificant osl
erneeniFalens tay el i poicarial ksies oot ooly o censin ameas bt alao within s
prrticalar type ef buginess <oechoas praspeity, nuaror e aned casmaliy  Thee Carnpame
there (one sibaryes teatilugs and conreols 65 exposnnes o vitions e,

Tl € aatnpian s LS ICAnee aus] reetroreded 1_'rn~.1'r|i||1'r|:-; futt leie of riskt B the YLAES

e b B amee shoowen bac oo,

Lmsammaqe [ v=rrew asbod
PMrerrniicns Picaiingdi Poiepigaen
Lyecember 36, 2008
Lasnaliy E L6l rd A0 ? T2101,891,031 | A, 4672 4353
e L BN DU A HiR AR 3RS 6,148
Manie and
AVLU L TH4 A1 24U 084,904 215,146,785

Lile b1 I v FIIAMI S 34,0080 835

P 3538375391 I 218595070 P 1352391001
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Lrocember 31, 2007
I
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{astalty
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Rempsutanioa: TRererce el

Premjins _ __ Vremyms Hetenbon
F 2204 W4 20 P 1,023 2381167 1 431,523,001
144 K59 HH QU3 A0 R/ 3507441 415
2R AN 202.-¥1,05 521,270 10
RUELGA MG 2320030 FaAIDaY
I AT SMMENY 2913540020 P L5MI5T AT
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Hettoession or eensuming what fhe { ompany had eacher pevvepricsl ax § CILLULCA T 75
rezotss] 10 enalide the Company 1 wisle sk whose amounts s in cacees ub its
retenttenn, mud 1o redoes the volatility ol s sesodes wod otect 3ts capual. Ta dsengy so,
the Company alsn ses niaimem requireoents and stalards e determaing, with wlish
i wishes to peingome with, losetivest of which 15 dwe catinge i 1hae |:|.'.|.|:[j:.1.|];ﬂ securiy
wieierioms | by agencikes such as Staesclbacd and Powor's and A . Besi

e el ol her hand, bEe busiress, which ce distilures aboot 5% of pmoss |:|I!|.:I:|'|iuj11
written, follows a schedule of rependon per 1y or proop Bic as dulerouned by the
sciuatial depactment. Any anwnn in excess of this i etroceded o sensured wich
teqratalale b .Il'ﬂ_'iﬂr_l reinsuerrs whse tulinges lom rie S J.'“.'-Iti.rtﬂ Arrardes ot ulwm e eir
sl Tl dhie Clongrme's srandards.

The Conmprany hax implernented au Loterprse Red Managemens FProcess, which an
wigmiization-wide sppresch o The dencfication, asscssment, comntlicion and

raia g et al :‘:nT:rprim: sl retemesl an ssius which nray prevent the Cerrapaam, Froant
achieving its simicpn: olpaves. 1his process has honlully smcprated inew the
Copnpany’s operatons aucl s oveiscen Dy a Bisk Magapement Cwnel, comprised of
ity ol neitor managemenl. A1 the s Dt o Lisk Managemenn Cotromitio B
et wsstalilisbacal Ly 1he: Company's Boand of Dircewrs 1 assisc the Board i the
development aond vversight of Hhe Compa's risk maoapersen soogrann. Fhe Kisk

el atsapemcnt Council s mejuiree] i e ide iz Bard with 2 comprchensne TR [T RS
risk wssessmwnt a1 loast anmmally ared #0 establish plans e ensmic that risks are heag
toatiapa b and monitored effectively. The Rish Matmgoment Commitiee’s ot sk s o
sversee that sk imssgemenyr s an incgeral part of the planoins and apednes uf the

{ arespraray 10 aakchet foomect onrporate poals aod objeciive:.

Alsn, e § uamprny coattinees 1o pracice prudent ouderaiing with the ubjestive of
st wcherweniing profits. Inoevaluating 4 clatin, the Caneprany Felloars set
5-_r||.|':1.|.-|.:'|j|]:_'-5 such as 5:_-1_Li|:|i.l: up i orsecb ey Lipical iy 1--.:.-_-.i|mr uif i p]‘:.‘]in].‘i]lﬂ.l'".' Tewst by,
and reepuiring the cedkn clitrami o subunin ofher recessaey docaments such as
aelpusivt ™ dopuat, affidavits and peook ol Jess, amengrcihers
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Tl :|:|:I'r|.1|:-rn_'!,:'.h; r_1|:|lz;l:111.-|.|l1'lg slantnns some| The fvamoessioanalbes’ shaze m soch chomes vt

line of risk are shown belows.

Cutstanding
{ duitons

Fetrocesmornine’
Shate in Clams

Decerber 31, 2000

Tadesl

l.l

EJ

I

523 143,400

chi, 376,652
221,439,501
AN

' 124THET AL

L L O
196,235,634
T i 403

13,350,379

93T 2148

T 514

)1 926 37
171 871 386
ST

I ™ 1371 2870 P Hal, 145, M1
Pellzel 114z ol
Aviallin B2, 752 P R ATY 110
Casualty AT A T 61,0042
Lale: . _ S0,E2% 13 _13iM4Mn
P 3MBNTSN] M 170 220,554
Decerndser 51, 2008
tamre wnl
Ay lalion r 1414932343 1P TOR AL, T
Tasualiy 1,142 3% W 940,000 332
I 1,112 74 503 135,371,100
Lifc: A 2 e LABTI AT
I’ 32l 25 307 P 2403 200 ¥
Thrcermober 31, 20057
Firr ™ TNTHZ HEE P 209538, 560
telarirac snd
dw LI A% 16914 136 3% 567
ﬁ.':ﬂ.ﬁualt".' 243 435 3% 613,561 049
Lile Al A R1T 10,922 560
r I vec ] 6 0k L N 51K X ¥

l'i

UL HLA D

The Crumpsuny ensieecs all vabil s ave sertlod pnn:npll}' A1l ity o pagt

of U centimiibnacnT o its clients,

Maost of the gslos reinnsueed by the: Camnpany ate situaied i the dormestie reatka wink
sanby o wmall portion coming, frome ovemsewes.

L2 Commndir Risk

Cicnenally, the nasimum coedic osk cxposume of Bl assets 15 the camying amaonn
aol the. lissncnal asscis ax shown in the statemnents of fnancial postiing (o in the detaded
apalvsis Prqwi,i]-l_-d i the nesies o e Tzl stalutiienitsy, as saumLmA e | Tecliawe:

¢ ash and cash equiralenes

[Eertsatatice balances
receiyalabe - e

.:h'l'.uilﬂl:lh: .I-Ilr ﬂ‘lc
fistacvcial assens

Dawares ainel roects alales

20WH

P OAE3624,09T 17 1149523209

Llote=s HHIY
0 2.804,413,754
! 5,218, TZLATY
b 253 40d BRY

PR ERF HEWALT

4005 YRG5
195,738, | 44

PG4 224 200 B A0S RN
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The: £ annpany voninwoesly meoitors defaults of ceding cogaitics aod other
E(Jlmtﬂpan:i,c:s, idennbed eichex i'ru_lin.'1|:_|'|m"'_r 0 |r:,l o, ard im:urpumu: Lhis

ittt o i iy sl rigk onotoels. Whene svailsble 4t 2 masable cost, extemal
credit ratings and/or ports on codiys companies and other coumterpsnties ate ubtined
amd nsal The: Cimpany's policy s oo deal only with cralivenaihy counterparties.
addition, o7 a sippifeaul progwettion of sales, advance papments aoe peceive| o mitpare
wicelil tisk.

oz £ svnuany s maiyeement considers that afl e alaove Tl asgets that ace i
i'rnl:min'l:] o sl clue b wzch !L:}:lu:l"ri.np, 'FH:ril.‘.ld are of El:lﬂl'] creolir cpualing.

“Ihe: credit risk for casl and cash spavalents is cnostcderal teglipible, siee the
vesunberpariaes wre repuislbe aoks watb dogh ouality external coedit miinge. Por the
cleicnmination «f cicdnl bxk, cash and cash eprvalenis doonen inclode cash on hanrl
:u:rmu.nti.r.lﬂ to 1235068 as of Diecemlser 31 20007 qaucd 2INIE,

Finanetiel assits smwouriing to P9ESL M3 and POEGG6E, 803 a5 ol 1 Jueember 31, 2019
itk 20U, respectvely, ane past doe ot ot impnimel.

4.3 Liguidity Kivk

Ll { swopany manapes 115 cagh and Investmuwol Hesition for 2wt its obbigatirms wrisiug
from rensumance apreemends g odbet ol adslnes. Coucoertly, tha Caotapuany s
crcess cash 1= anvested w mvailahle for sl Tnaneial assces.

Al Decesnber 3, 009, the Corapany’s alsligations arisiyge [oim eeiosnmandse
apreaciuaits andd otber hinancial labilides have croimacioal natstites which see prosatiad
lacdr.

1 nmmean Moo -CLppen
Reinsutanoe balances pavalle 202N B A1R 10 G5 LN, A
Accounts payalle sl asmuss] cxpetses 0 1%R Tah

PZO380437)  Pood006.578

Fhiis cenrann wa the namnty of the Zompany’s Tancial labilites as of
Viepermler 31, 2008 2 bl

etk Myt
T eicurwnw [zaknes !'m_:,':ﬂh].t 841,446 455 10 Heed FHY, 122
Accuunts pa}-:\_hlc and el e s A6 -

[ AR E S PR 11 L



d.of Marker Risk

T'he: masker dsks to sdiich e Company may be exprsed ae as folloos:

del  Vorrdmr Comrrency Lirsk

Blost of dhes Carnprany’s traosactiens are catial oot i Plalippane pesos, s
furrcBorel cormensy. LaposWnes e coomemicy cechanpe rates arise Eron the

challar chosestrinatod wvestmes s, roccivaliby and pagables. e Compary recrgnudecd pet
tnreipn exechurygre heses of P24, %37 552 in MO0, ascl Eorespn exrchange jouns of IM15,275,526
n AN e oeet foreipn escchange: Lussos of P19, 5208098 be 200 (Fure Tre 1250

ligposues te cureaicy cachanpge rates wese fram ibe Compan ™ fLicipn comency
reinsurAnee rasactisdls, which are primacily deasdosnabed i U8R dullus, Lodooesian
rupialy, Seuth Korces won, Pakistan coper, Japentueae pen, Thealanl [k, Chins
puait, Mupalese uper, Hong, ladian mopee, Malaysian Tingepir, hfvanmouar hyad,
Shgrapedcan dellag, T longhony doollaes, S0 Lankan e, Biitish pounal, Australiao
dullacs mal Swetss frane, Lle Compuny also holds U5 dolse deaominated cash and
cash equivalents inulk mvssbnient I sguily secuthio.

Tep uitipate the Cennpane’s exposices o docciym currency osk e *hilippioe s
cash fleowcs ane poemitoned,

l'oorcipn cureency demiinatod froancial wssels 3l ladilites, tcanglatol AT
bl pamie Posers ok e closingr 2t aic s Bl

M AU _
L% 1Mlmc L& Larner
Liallar_ _  _lagremars Lxdlar Ll encies
Fiowncinl aw=cls T 1327 6HE431  PIS4HALMG P 152020608 1R NSRS
Fiva jul Bubhibides ¢ RGZLERL) (__LLIPAATY | TIRAQRAM ) ST

Ladal 1ol ew et P _BS gl M3 13348, HES L H T Lo M r sl
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The following table ithistrates the sensitivity of tha: Lavnpieny’s profit beduee s with
respeza b climtpres on Philippine peso agminst foreipn cormencies exchang rates. The
peicentage chanpes o reies hove heen determined based on the aecrage market

L Fy

vohtlity ates, wsing stauburd deviation, jo the provions 12 months at 2 395
conbdence level.

.| - S ———
Rormuminualaly JsHcw on [Pl Heaeva il 1 elogr wn T

jnmailike Llasge  paric heliee

1=l clanges

poveinn Tl

__m M laa . aajumle LR Ly iy,

I Y LI

[RLITHTTH Mot (F LIHMSLLESE (17 PP shng LYY I Sl TRLEY T TN Al
1" hirksizn

iy il A5G Y L5 00K, A1y IR 526 505 Hila [k F ri RHE
s L T 235 ] BTG [ fu H.1% P Al Gt ! RALERLI N Lwle il
o M LENNCPRY § [ PP A TH

Wi - xd"s ] RAXLNAN [ nDuu, 540
111 acaml Pale [ & i JAETLH O A 10 TRl EAE L L
A Adalzysian

i e L5135 ] LT 20 [ 1, Il y AL ' T IR
PR P ganza:

1hdlge 1343 | kLRI Gl i) R Ltk 20y 7 REL RN
' e lostan

W HA 1 LI ER LN ) SiMN : AL BT L
P onlaan g e 2hAIT. I SI0HAKD | AR Mo AESELTE 12 e
ILp o italizion Pus Hr 1. f ES6, 3Ly T [ILeE T ] LT i L L LN Pl
M1 1 hmeelawn

Thid' 1t Im 3%, 1 TUILLIEAY | AU AL el 4 12w AL
[ I S ET R | BTN |

Ihdfars ELT NI (R PR | A1 I6Rp
LU 1L Y TR T O R T HE ROl 1, MLES) o I, 2Ky el . B e 5T N IR
i 11 SN TER S Ik B 111 IR T 1 1T} o H, XLl
b TR T A LT +1 .11, LEEE o EELCT I:ih B el Sttt
e pealoa el WA [ 5p 4 11t Ul ally [
[T L PR P - AT, a0 B B
Mt Elgpara b - . F LN | B Whoeh
i Fiopaken Tk - LLuyg H Sl I T
e v lenkzm Hogm - —_— ol [ M LEJLd : RLEMAD
LR X 220 Pomtthi (K, 154ARD Ui} b W I LU o TN I ]

Hkmasutes 10 borcipn exchanpe rubes vary dudrgs the yeat depending on the volome:
oif overseas mansactons. Moowttheless, the amalyss alwese 15 considened e e

mepresertative. of the Company’s curmency migk



) Marked e Hésk

The: Cuntipany's investnatts are regdatod uoder the pethment provisha of
Tremidontizh Licimes T, 1460 {25 amencad), otherwise koowin as Fhe: Tuzwance
Laphz 3] 1he Philippines. 1T Insueance Code peneeally rerquires all insaeanne
compardes L wliuin poor apptovat of the Lsuees: Commissian {182 for auy wnd
all oot their inavestroents. |F farther requites companies (o sabimit v the 1l a
menrtinly topent on all investncors made durnig the preyious tenunth. Ll 10
seviews the nvesnocets and may wagoiec the immebiai: sale or disgrasal of
invesiments deemeed oo sk

In the ares of oty investrnenis, Section 200 of the Msutance Coxle buther
provides, atnrage uilier things, thid insurance comwnics Wy cnly . est Lo coanTrr
stoack oof Philippine cnporations which haee 2 paor three year divideral poyment
medel. rdureaver, the swime Section Tnits cfosurs B any 1o tstgion oy D% of
an insumer's oal adiaeerl assels

Bl 11 e dsions of the lnsornce Code, Wiz Company. tbduugly ik Jovesiben
§omamtlew, has cslallished scllinonad puidelines wa vonteel the miskes mherent in
copuiiy iveatmens Fhe Eumpany’s wsas nivestient polivy suguires that thye
Comnpuny nivesd ooly i shares ub oo stock ol companies 1hat are listed o rhe
Psla. Popthenmoee, these lsted s pranbes most Bue [uditable I opeLallon:
sl market capitsliwnns which ame ona sl Hhat vl quadify dhens s Tl
chips.

Tl s cstmennt §otntictee Tegubrfy sovicws and approves afist of prlely Maded
st b, nuthodzed e inbcasontens on Che Tases uf fhe fozepeing considecabons,
Fumihennne, 1be Lavestmint Comninnee sceks tooavond anwarmmiod concentration
oof Fanels in s stugele aset class Ly regrulaely nwonicoming ool nifog, the jereps sivan
ool gty ievestoaents i the Campan s tetal mvestment periiali. As of
Viecvandit 51, Z00% arnd NIOH UL estments in lisreal cquities senoieed 1o 32 anr
0%, cespaesstively, of the Crmuny’s 1utal Ineestmenl |:l|..l:|l|:'u].'i.l::r

T he ulsersed volaulng rares of the fair values of the Compang's ineestoents bl
gt fair value wnd their impaac o the Company™s o sl wndd other crumrchensive
mcome w5 ol Thecctober 31, 2008 sond HIO0H are summmanizesl as follonars:

. [TH A
Ffect in § Ml [T T I
Crhegrecyl [T TR S TR Y 1T, v o,
Moanilay Bumy FETTETTTT Voaldis Bae o Tk
L Juvemmicnl lvienks 41 r U3 LG, k2 117 % 1 TALLTE A
]_El]'uli:ll v nrikliza lhred wa
1hr |‘||.||i|q|i.l1|'_'i.
Cnluoiedn Hhnees 22 5%, liH,ﬁH.E-’H. 35 10 132305,
Vicberol shamm: 1.HEY LA, 511 LT T.H HI
il nczad Fuanls 5.9 . A2 525 16 5% H A0 )
Lon[micare |szandn 11" AR ls 1P A

A LY [T} e L)

G R L
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fet Maioresi Rate Bak

The Ciainseny is cxposed o mtcnsr mate dik becavse of iy feed 1oveoe
investoents whivh amounted b spjoostioalcly 35% and 92% al the Lmpany’s
hatl sovestiment prordilio o of Lecember 31, 20000 and 2008, resprcively. he
(:UDJ.PH ey slicingel s o Lot dnmasres 1 nadds visk h:.r cstablishibgs it un the dumatian
and averape maturity af its fxed incotac: poatfolio, As a geneml nule, the: O nrmpamny
dlises nies allaipt te speculane (e, profit from shor et chanpes or voleilirg n
mracket conditions). avestments in Feod iicome scoudties are tadh: pringanly
FRITIELLS :a,d,q_w:lu;]t.r: cuash Tl [rum investments by tocet wash J‘ﬁ]lli.l:l.‘n'lﬂllﬂ, Twath
maticipratod and anancpaiel. Consequently, the st ioent ponthulier is s e
501 1hyal s Dbsahnibs, onatire |:_:|'_1|1I:'.||‘r|:1.'.rll|_:,I with cash newfs. Mocover, the
insestmens i dixeed Income senmiiies sie imited b those vtk acive :irECIZZI:I'.I.!]i‘lT_!.' dar
tusale markots t sllena bt cransparent rahoiinm ansd inmediate iiill.lilhl'lli as o the
read ool tnatkbet facoeoak

5. CASH AND CASII EQUIVALIENTS

‘Lhiy acviaie conesdsis ol

430y M
Tune deposits P &19,327,223 [* WG L3 NAL
Canle un liand ansd me bk n3 431,836 RIET Skl

I E83659,159 1L 14U.058 28T

e eleprasiin wete trade for varyimg poinads oof hctwoen oor duy sncl sine maernth
drepending ran the Tguslng requinements of the Cotnpany. Peso fme depestis catn
aremeal inberest mates g Froar 1 5% 40 3% i 209 wnd 33% 60 750 0 HKDE
while dotlar Some deqrrsns cann Interest Tates with rales toyzang Feoon D05 ke 10605 0
2000 amab 1. 75% 1o 4. 5% ZINE. Cash in bardes penerally cain intercst at mics Tasod
aors clatly Lk aleposit mees The Casbeoand Cash Lgquivalenes acoount i ludes forsipn
cucreney o nmimatod cash of L5506, 5KLUAG (P2U2AHG,EST) as of [houoiilwer A, A0
and USES 147,515 (1244 A2 74i65) as of ecomber 31, 2004,

&, REINSLHAMNCHE BALANCES

'l Quetls ool remseranee badaoces are wg Dellows:

_. Aun __Z2IHH
Retsurance balances, reccivalile
K can=utanoe recoseralshs on
unpaicd Irescs P 1,700,229 R84 I" 2, A4E3 2590 5
i Troum cedinp, crampanies 12 656,151 B CWie RIS, 661
[ oinsurance neceset e on p:-:il.'] liisscs HMY.001 450 35 B0
Tinuls held Ty ceding, cosmpanes 119,546,020 T35, L
3142 333,757 4 45T G0 244
AMorwsiner led WopeLiment { 207, 920,033) | BTSNV

oA AR 1M ILE G



e o I 201K

Leinsurance balzoces prya bk
€ laivens |'li|.:p‘i'lh|l2 F 3,048,007.3%1 Oy E16,250 007
Diner Lor pelriw st oLl le=s 468 215,645 1, 1555, F15
Fumds held For retoocessona itz 10 WEH D B85 105

L _3,587.861990 1" 4705636,537

All of the Compuan™s rensuetance balances receivable hove: heen reviewed] for maluaturs
of impairment. Ceetain reinsutaiwa: balances eeceivable were [ound to be impuaired sl

privectsions ave been recorded acurmlingdy.

A vevenriliatirm of the allewanes for wnpaimmeene gl T and ennd o 20 aneld
MHE by nlvaeen beloowr

T afi _ 209 201H
Balance at baggivaring 1o yuas FOIWEIAGH I 10679 AT
Impoaioment losses during
the yeac 15 1% 325 417 34 /0 1085
Lia bz ez st wonad wal wudr ¥ 2EL020,033 | E I 11 e 1 E e o]

Tha Evr values of these shet renne fiencial assets aod lalwlires ate not oudividually
determined as el ::*;-|_1_'|_'5::i1|,_!| wrncm | s o reasuonahle :H.pp]:{:l.‘i'i.l'l'lﬂlii arnul Lor value,

AVAILABIE-POR SALE FINAMCLAL ASSETS

1l winsnnts 11 the stateraents ol sl E:ll:l:wi1i|:lﬂ Cl:}mp.l:i:b't' ol the Lol s, financial
AsEttsT

2009 Z0RE
Bevuds I* 5, I87,50% % P S 1
E_",.n:]ul'lr IR el b T R AZ 71T A2 3497 _2H0
Invesmmaeont o Svstan He sheeies 6,901,714 i §a500H
Woarvemas Drcls "5, 22 TES Gh 2R R

P 044,736,064 [3.284565 BT

Bonds fuclnade dnvesmnents e corpeeate boads, lorp-teon vegraable instouments ancd
geov et e seeritics. This also inclodes geoscmine sLLOELHCS AT

14154, (WEAHIC) apdd 143005 9900 4445 in 201K and 200N, respeciely, which zire oy depewir
with 1he 167w seacutity for the benelt of policyholders atul cediters of the Compauy in
acnrdance with the prosasiens ulihe Insarance Code of the Philipgsns.

Bsnds ear naercsl al smonal eares caoping deoen SARIS e PARPAG i 2008 aad 20085,
lnlurest iecenne pecopized st prrcseibed s part of Ioeestmont and Chher haedne b

the: st s ol Wiome I':EEE MNowe 15
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I et Fedbawing pesents the fair values of fvestioentts in Tonds T comtzc il metonity

dates:

Dure within one year

! 3on: aflen o vear throuph
five years

1 2o after five years throngth
re.an '!'I:f"i

e after ten years

209
P67, 282,197
2 456, TH5, 7H]

2 L3667 642
37 EM 074

P 5.187.5090.4694

2INM

B 44, TIT.660
3 280,47 THIT

762 AT
236,712 BN

B A20 08 5Lk

The Tralanww of espidly seaurties cludsified as availabbe-foc sule Dniancial assees corssts

1!:[.

L ost
{Juoted 11 the steck exchange

Mot quoted 1 the shock exchang

Faic walua- Diasses:

Cruatead ien the srowch exclangs:

Mok 111,'::::.14::'_1 m the sk execbonge

2009

P 530,478,088

2008

' 45400557

194,543,657  _ 155,606,514
725 45  BNLSAT 0L
{ 8420047 {15066 NKT )
{ 17,548,887 (0984304
(. 2SUGHNMY | 166,1HEIT)
POty I 424507 200

Foopuany sevumfies onily saacisnd ol Investncnds oo companees Wstol nehe 510

I'he shares o Astan Bee laves, Focy issocd it ozene of he § ccntoen) of the
|’h:i|i.|'|.|'ri:|1.-|;_-; {l::q al*) as 1 I-’hﬂi]'_r]'jj_q_l_- Euw::l_'um,t:ul_’s paT [ hin in the j(}illT Ll[ll'jt'ﬂ::lh'i:lg
il Aslann awstan I Hes T b e 2 relnsurance company that will seevics s mcods of the
n'_'ls-!.'i.u.l:l.. The CiaP assiﬂufd such shwres, mehulmg any nterest :'ll:Cl'LI.i.[tl-", therermn, 1ot
g, Ul £l desganaled the Company as the nationesd noniation aoHsriceed oo
sulcoilye and pay for the ssid shates of stowhe The sharss of stock of Asian Re, while
fedl For sale, weers classified under this catcpory sioce these G e qualify feo inelusuon
in any uther L‘ﬂ_LL‘!.:Uri{'E of fienciat assers, Thoss slestes of stock are moeasoeced a0 Loy
valus, wmd the changes in the faie valoes are recopnized onder Oithee Comprehensive
Trwumne (Eassh i the statermet ol coargarchensive oot The fair value of imvestomen
1 Asian He shares amounbed to FP6E961.97d and PS4, 23350 s ol Lecoendser 3T, 200%

sand 2RIE, respeeenively.
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The peconpcliation of e canying aiouounta of available-for-sebe Donancial awscls anc as

Folbowss:

AT mioy
Bralanee wi byeinaing of pear P b2, SH5 HRY P 5217030 3TR
Mol 4,327 603,117 1,675 082 73T
L hsposals ¢ MM [ 1335353,912)
b-air valuc pains {losses) - vel 1AR 255,451 [ G640 540 )
E';I:JTI"'iF_hl'I'I CNTELNS Y rH s -[|.-| :Rﬁ:‘.ﬂ;'l f ﬂ.ﬁﬂ,‘lm} T1. TR
Balance at end of vear P o8 7I6A64 1" 5234505 HED

€ Dy i lwir waloe of avadable forsule dinsmcial wsesces, et b twes, recoprused as
Laar Valoe Crains (Loeses) accoamil moler bt Caotpiclensise ncome §1aassy iofhu
stalutoes f compreliensive income stnonmied to PHEE255,451 Faie walue g o ZO00U,
2k P340 3230 L, and 120 231 460 fair waloe lowses fu 20008 and 2005, respeotivedy.

“Ube: Fair values oof availuble-lor sule dntancid asseas have heen determomed cireely T
et o pabslished prices in active matket. For the eepaiy secanbes withoul niatke
values, Lok waliv: [ shaie, hased an the audited Onancial statcioents of the investes
cnmpany, were used ws an allchanre 1ar seane utveshiments where b valac 15 oot
re-ataly derctantualile cither through refepence of similar mslinments or valuaton
techniques, these are cumied al cosi.

LOARNS ANDY EECEIVARLES

This wecenn nchades the fliil“t!l‘-".-‘i[lﬂi

e 2(M)%
{ornnl:

Acored ioerest recuivahle 10,623,005 ¢ a3A102TY
fhhers 1i, 508,013 54 HEH
114,131,523 e TEL]

LT EEEIE TRV E
Term Inans L3, N0 (00 HELIRILLAMITI
L.ons receivable . 9 35X M L1 hTAMT
159, 550064 B W E L
P 253401987 P 195738 148

Loans and receivaliles wie weally due within ene w iwenly pears, These Bsmcn| assets
ate: subject b0 credit fek exposnre, Howeeer, the Company does vl idenofy spefic
voocomtteisne of coedit mish with fepatd to oans aad receivabies sice s of the losns
and recervalalus st secured by cellatemls

"Leonn loans peertand u 1ha: E{:ul'lip*.‘-l_l:l.fﬁ PRTLCIT B i :"-:.:11.1]i.-|'_'a.rcd levans of el

L r:|'|'|_'|u_|:|ic5_ F'hese Irans ate unsecured skerest-beanng hans with 2 teon o
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. Loans receivable includes mortgage, housing and car loans which have annual effective
- interest rates of 11% to 13%, 10% to 22%, and 7% to 13%, respectively, both in 2009
and 2008, and 14% to 28%, 10% to 22%, and 7% to 13%, respectively, in 2007,

" The fair value of these financial assets is not individually determined as the carrying

amount is a reasonable approximation of fair value since the interest rates are
approximately the same as the market interest rate.

- PROPERTY AND EQUIPMENT

- The gross catrying amounts and accumulated depreciation at the beginning and end of

2009 and 2008 are shown below.

Condominium Office Office Fumitures Transpottation EDP
—— Units  _ lmproverents  _aod Equi Equi Equi L —— Towml

Precember 31, 2006
Cost r 0422773 T 4284,102 P 9,590,930 r 13,300,379 P GO T6L P 209,033,906
vovumalated

deprecitien and
amurtzation ¢ ILA32968) 12003 316) | DUBIAIGY 74170985 ¢ L3463 174) ( ... ZB.998.972)

Netetying amount B 61194968 B, 226078 2 S9.5 B SEAS281 P SAIGASET P 1¥0W9%

o Drecember 31, 2008

Cost i W227.734 P 14284102 7 9521 897 r 12921777 P [6,150264 D 157109774
Aweumulbited
deprevanan and

anwrtzaticn ( 24005 147 ) 4 L0052 (. BE2ZEIG) ¢ 4601013} { 2034.309) | 70,363,037
Net earn g amount r W22 51 D 1274590 D 102021 P____A230764 LD 416755 Do Heli6T17

Juany 1, 2008
Cust I 104227733 1 4284062 D 9.52.4 897 n 1271000 1 HAOTRTS8 P 135,735,601
Lveumulied

deprectation vl
amortzatcn ¢ 30,977,327 1 2.870.207) | — B533073) (____A3FL959) (. MIOGR 19 (_ 64407.625)
e carming amouns L 23230407 £ FRILY: VLA 90924 L R382211 L 4310609 DB 91328640

- A reconcihiation of the carrying amounts at the beginning and end of 2009 and 2008, of

property and equipment is shown below.

Condominium Office Office Furnitures Transportation ED?
ini i Equi Equi Total

Baance at January 1, 2009,

net of accumulated

depreciatem il

AmMoriznon " 7023587 T 327459 1 702,021 14 3230764 P 4,116,735 T 86,540,717
Vliticans - - 46,033 482,143 31479490 32427472

for the year ( 1027.821) ( UOLE ( 258.340) ( 2.829.620) ¢ 1429664 ¢ B.330.435)
Halance ar

I3ecember 31, 2004,

net af accurmulted

deprecsation and

amortizanon I3 (7,194,766 P 2280786 P___ 509514 P__ SARIR P 54066597 P 130,034,934
Bakance ae fanuary 1, 2008,

et of acenmulated

depreciation and

AMOLHZALOR 1 73250407 1 4413895 P 2924 P 8382211 P 4310609 P 01,328,040
Addinons . - - 3.208,607 1172506 ERLINE b
Dispesals - - - 355,500} . ¢ 335,500)

for the year { JO2T820% ( 1,139,305 | 2089037 1004.554) ( L3e0.A60Y [ H.806942)
Balinee at

December 31, 2008,
ues of accumuiated
depreciation e

B TEATR Y L M58 I 3274500 I 702 021 T E230I6I L 1116735 I 86,346,717




1. DEFEREED RETNSURANCE FEEMILUMS AND RESERYE FOR
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11. TILIER ASSETS
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Al _ 20104
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The a:hiamyes e The cacrping aonouats ol the pvestinet progeecty can be sumrmeriesd e
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L5, INVESTMENT AMD (FVHER 1NCOMIY

The detaifs of this acooant follos::
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15, GEMNERAL ATNE ALIMNISTRATIVE EXPEMNSLS
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62 rmpfopee Kevrerment Bepeltr Chipranom

The Company mabeins a whelly Tereloal fsa gualilved, noncontobubory retied e
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e plan assed s as of December 31, 2009 aud 2008 comett of casl amd casl equevabents
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17. TAXICS
171 Cornent amd Dhefened Fax
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‘The: seomciliation of He tax one protay Income computed st U applicable smnstory i
147 tax exfaense atitibotable v crmtinanys ogseratons 1= a5 followes
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in zucordance with the applivabis acoannking standards, the Company has taken
cimstvalive position by not recogniemys Uhe net deferred e assers s of
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the taceable yeur fior which the option was teade

ire 20068 od HARE, the Compasy opiod reecontinue climiog e rulsosd desduactiens.
113 Churgre in Applicable Tax Kare
FElcetive Yanuary 1, 2005, in accordanee with A SNo U5, REET @ wies reduced

Ereme 35% 1o 0P and nomallowalde deduegons For interes) caponse froem /2% 66 35%
oo tuaest ncome suljesaod G final ez,



18, EQUITY
I81 Caprival Stock

T'hee Castmpratey s authodzed b veuc 300,000,000 shares of eommou stk with a par
valoe of ' per shan:

IR2 Siock Split

O Jamaary 15, 200 the SEC spprtveed the amended anisdes of lncogpurainan of the
Comparry which wcludes the pediwiiont of fhe par value ol 1he tiompany’s shates of
stench from PLOO o P1 pet share, The neducns of the par value cffectively mervased
1he nunber of shares (bl aee issned a5 of 1B Lesnoing, of 1be yeat froon 153,530 083 1o
1 588,358,300,

I8} Frogsone Sfancs

L 20017, U £ omipany rescyuined addibonal 16,354, 2410 wf ite shares o a 1otal et ol
I3 AW 276, Tncluded i thowse shates are the reacguisition of 446,711 shate leom
dissentivg stockhnlioes. As af die endd of HI07, all treasury shames beld by the Conigrany
weirh o tenal coed of PIBA7001T wore eventually massol.

Iy Aok 2K, te B2 u1p|:||:|:|-..-1:|:| the iopilearun watien of the Compang™ ]311}-_1153-:'.11
Pavgrraom io erder 1o earhance: o erall sharehalder value and show that i Jias a stooogy
Fusrectal puainiot. 1o Chcbelper 2RO, Ihe Cnnpany reacquiked LTV IO shabes af 4
revtiel cost of TP 01 B

Ix4 Appropraiion fin Coatingemoes

b Spmil TR, 19KG, the § ermipany™s RO approwed the ezt lisl ot of o spewcial
rezerve which will scive an cashion 1o the gl op capital i 1be cvent of exeeacrdina) th
Viigeh Loss cenereness nr suvehe catastrophic lasses. The amout of PSRN was
inifially gppropriaies] Boin retained eamimngs o this purpose: o Apnt 30, 1757
Subsaguonily, at December 31 o cach year where thite is profit, Wi ol sueh pradln
byl e set aside as wldirunal reserve Lot comiingencies. The resciee balance, which iz
show as Appropriated uoder Rutained Danogs aocoanl in the statesruars of changes
in equite, should ear cacesd, at Aoy i, e amount ot paiel ar vapiead. The Trarlanee of
apspropstiation for contngencivs amounted 1o 19231 438,703, P23 334,707 ad

#2171 HMLA3S us 1l [ Jeeyuber 31, 2000, MK and HRIT, Tl.'.‘qr:u::l:.1i.l.-'t]_1.'.

s Idecfaraon of Cashe 1vioos

“Ihe BOD apsprtaved the dechiraunan of cash dividessds of POAM per shiane {6 a foaeal wlf
P, 347 1MD) ey Juane 16, 2000, 14020 per share (or o il of P40, 3L un

March 25, 20004 and 0T [or 2 wital of PI32736,823) an June 19, 2007, pagable 1o
stem-klmslclers of record as of fuly 3, 2009, Apadl 10, 2008 and July 16, 2, respoctely.
The: diviebends wepe puisd wulun 1heir respeetive vear of declaration el afeproval
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1. RELATED PARTY TRANSACTIONS
"The Coropany’™ telated parties inchube its priveipal stockholders, the Comgany s ey
managemen pors il wnd other related pantivs with which the Company had
tansactions A5 desoribed ldow.

2T Rewesreranos Cortrzcts vl Kelan-o Faniies

Ther Crenpany avceepils and codes s Tnednoss wsder vaoones retsidanes: Sodtracs
with whiel paties. The detale oF which Bolliaoe

PivLeaanos P 1.315.818,543 LG S0
Eeotrowoession: B3.LTH Y G A TET
{_ommemssaen foo s 13,525,245 16,040 404
T IEMTTITHS SN CR IR, 174 173,857 ML 05,
Lasssy dncmnres| 310,063,400 118 141 4064
Lass pocovenivs 45,737,770 11,744 A2

Az a wosult of the shove traasadns, teinsueance balances reccivable Bom and payalil e
rchated parties ane as flbows fuo: P O

1] .1 -
Luc froo ceding corefpranios. P 35657, LR F 351,711 494
Homnsurance recovrerahle on lisses 40,007 517 33,1065 M1
Fanuls held Ty codinp, companies 41,293,832 45 44K, 5 73
LIuc 40 et st { 35,504 633 3 BHT PN
Framals bl len 1etnucessaonaines 4 B94, 304 [ 112720

Vhe balarwce of choe. laen ceding, comprrnies paecannnge o rebated purties 1= prusem el et
wrf 17U 21008 and 1 204,725 allowanee for impairmean a uf December 38, 200 and
HKH, bepectively.

T2 Hank Ariruenty

e o rin ey anAIntains several savings and curcent accosels, amd ome deposits wnds
Biank of the Philippine Lslands (BE, 2 siockbuahler The deradls wf sl bedbow:

s WIH
T d:;Ey_;E,J[': o 11-.,5'."],“‘[.“] I HHI,,”';I,‘“'“]
Savings aod ourton b accounts 2 132,565 3481311

P___ 25832565 1L 2050507701
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13 tovesimcrt Magsgranend aad Cestodiansing

Thae Crunpanty b entcrod int apeeements ks ox “Investiment Maagemenil
Mgt pred "Cnstodanship Apreement™ with BV Tof the siaagemcnt and

custudianship of contain drevesiilile: funcls of the Linmpamy sulec o e and conedicuns
i the sl aptoctoenrs, Lhiese invesine s wacne rcsoited i fhelr respectve statemel ol
finanoal posibon scoowmts s b Wl

2 . 200H
[ msh mawl casts r_'I_jLIJ'I-:BlL".EI.‘I‘.E- ¥ 2Z61L955 1" EELIER 1
Availalab: fiar sale binancial assews L2 491263 1025 M0 257
Loagrs aowd receivalibe: 1] ] [ UL LR (W]

L1304 105,219 [1A17 206 500

In conskderafon ko the semrioes sandoied, the Company pays BET semriee foss oguivalenl
tor @ cectain prrcenituge of the toathed walue of the Inyesoments. Tulal setvioe boes paid for
the years ended Decemnber 31, 200 and 2008 anscounted 1o T2851 009 aoul P2560,827,
respectvely, and B charpel agmdosd Livedend and Other Income e omdur Taecstineine
sl { My B accent (eee Moie 137 1w dhe <ieldnens of incone.

g Rerovenerr Fond iovestmeor Maaeresnend

1oy 2IM0E, e Lomipany entere] o s *Rethanent Lund Lovestorend Manogeonen
Apreement’’ with BPL for the memapernen) of b ioecstments of the Cornpaeny®
retircement T soligeed fn twe permes anel coaubiticas m e sl agercemomt.

I WYY b {ompany alio entensd o a Trost Aprecment wherehy it desipratel Rieal
€ eununercial Bankiog, Cerjsaeanen, unother related perty, az additinnal trusiee ol i

mnplr:ﬂ;w"u retiretoennl plan,

9% Ky Manaoomonr Pemmoranet Dompeis:aiion

FINP) A 7
shorttemm berneline P 46766449 P 616477 P 43287210
Powt conphoyroent Iaenefies 24615571 SA3A8F _ LMMENLG

P 49382007 P 63581021 P.__$52io Hb]

MARGIN OF SOLYVENLY

Uinder the Insiranes: { oade of the Philippines, a o e s conpany deny,
Inminuss i ihe Philippives shall trauain ur all dmes a marpin of solveesy cgual 14

PG TWIC oot 11F% oof the botal emeimd ol (s e grcrenotnd wittben dumog the procccding
yeat, whiclwver is bigher. The margin of solvency shall be the vscess of the valoe of its
aclrouinn] assts {15 defined under the. sutne olc), cxclusive of its pad-op capsial, ovet
the: wmnssant of 165 babalives, e spircd Asks aod reismance resenes.

The: Ninal amount of the nagem ol solvency can be determinet only alicr the accouots
ool the Cranpany laew: bueernt esgaamuinedd wned claseelies] 2 doe admiited sl e adomlied
asnels, s esfined ia the Bpsotnes Caode aF1be |’hi|.i.]'r'|’!l:i.I.H.'!~', FIV ] [T L
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Z1. RECONCILIATION OF NET INCOMIL UNDER PERS TO
STATUTORY NKET ENCOME

The recrmuwiliatn of net poolit vmicle PELLS andd statsmory tol income Todhoes:

2004 - s 207

FLLRE net prnln P OWwieIeIsT B a3 421 P OMM 413,505
LMifferenere i chauges m desserve

For vnwramied teinsuramos

pICOMLImS T { T EELETIY( AOHO SRS 40140 234
ictorred acoumsitinm ez - Bet pu A bR e RITH4THY E I R Iy
Tux cffect of reconesiliogr nenns - SOETE MM 24 W07, A
SUALLLOTY T ATiaarne P__ 5632819 ' 45730768 I 064, af.A07

22, LARIWNIMNGE PER SEHAKE

The: carssinges per shame ameoums aiter adjustmem for the tedurtion ol the e walnes o
the. oy 'z shares of steck o January 15, 2007 {soe Mote F82) an: as fllinwns:

... B |14 S 1. | EA—

[ et tneermee availilabe oo
cunenon sharehololes P T3 03U ARF 1P Madd A2l [T GanuATA00

Pividesl by the averagpe wmid

ol utsasling comamen share 2,176522,800 210,922 800 1 E0 s 1

P 003 L g 0 D

ibiied carnings per shane i oo determine] simue the Company sbos not hewer aliluanive
shames s oof Vocember 31, MRS, 2004 and AHEIT

23 COMMITMIINTS AMNIY CONTIMNGEMUIES

Th: daallewovinng are che saznificant committwotz and contingais, il 1ha:
CLOTOPRH YT

Z3T Opevaring Lease Curmnitientr — Coampanty a8 Lessee

'Fhe §ranaany b5 2 lesses: untder 2 noo canelialle opeeating; e Luvening s ok s
offices. This lease was il dudng 2007 and has o tevm of tane poars, with rencwal
vphons, angl nclades an apmal cicalation mie of A% aom the seceanl yoar. Lhe cooira
wens tenewed on Felinty 24, 2000 G a paiod of two pats. The fulime tnININUTE
remals payable onder this non cancelizble eewtaling dcase #s of 1ecember 37 an: s

RS
200 . A8,
Wil one vear r yEEM I uH2 T
Al e yoar lanal 110 0T
than Bee years M 0 1AV E

G I 0 T S ST 1| B Y
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AT -

Iionial CXICSE rﬁcnﬂ]ﬁml arcounbed By PLOSSG7H, (M55 410 and F1F2 1163 w1 20007,
N anc] 2007, rcﬁp:ctitrd}r: anud Js Pmswll_t:l:] fub e shscbesietibs of ncnme as park ol
Miscellaneows aocount under Crenctal and Adimnmireatee lapenses fsee Mo 15).

212 Legrnd Clurrng

The Compauy 1s 2 aleiawhing in a thicd party claim Gled by 2 govemioent agency apainst
thw: tannpany and nther einswwers. banagrinen baclicve that the cieve setup
relaring 1o this cwse b adequate to cover any Liability teut may st Iromn the oldmate

outoome of the coase,

233 hlbrers

In re ouomal covurse of humess, i Coingratty toakes v AEkous Coam ok s mnsl inewes
cAlain conltpent Dabilities chak are 1wl gmven rocrpnd i i e ACCOOIPANYTE finanial
statorment:  Managemenn beliese, thal Insses a5 of Lecenober 31, 2000 o any, Hian ooay
arise: dhotn 1l wompatments and contimgendcie: will nol bave iy matenal effect on

the fnancial statemen.

CATECGORLLS AND FAIR VALUES OF FINANCIAL ASSEHTS AND
LIARILTITIES

M Cnnparisan of Canying Amovniy weed Faoe Viefoes

Ll {m‘j_'_:,-j_nE anaounts ared fwir values of the cacpetbie, of hoencial aswets aned Balsblites
[areaniced an nho: s latemtents of financial poesttinn are sheown Taelivs:

[ TH A K1, 1. Rl
Camane Vaocz: _ Poge vale: urmEig Vit L S M
Frovarsc s anmde
LI EY UEHTE E A EPERELE
[P (T TR I 1 O TR E F &5 LB IF GHESGHISH o 1 RPLAA CFT P R R
hentageds vy Feal=me woner bk, o 2AM AT 2T 413750 LAY I L NI DR DR R )
I vams ] mees iz alibes - _ 283 1 ER SLedAdT |1t e |k Lo el 114
ERAIAILEN HAHILETT S 1o DG S 00 ey
Snalaab o cade Do aia’ 22000
| P [T PR TT ] (TR h PO EHTSUYERA 1= 167 S EiTd Td Tarddsis A ety
l.y.uly seeuilin: H e Til ERR052 711 +2] vl e AL N,
IETI R LA TR 1 R LR LI IR E9T A2 H 0,1 T T L T A an F ] EE LTI
i Dol : I WA N AREILTES Lt oM M RS e
Pa/HETH 64 FROSIFRIG 1550 0500 16
Froorur.rad Lufufid o5
ew eearanie, Falavess s puraid: £ FRONT N1 9G TISETAALTIR 1 ehddds 051
RRSTYLIRE & IR T
PN TTTRLRTEY Y LR It I abh T 19,755 LG Ju R AL
LUISTLIMTSL PASTBATEL LA 01T e 1M, e T
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25 CAPTTAL MAWNAGEMENT OBJECTIVES, POLICIES AND PROCLEDURLES
‘The Uompany's capiral manapement objecoves are:

* o cosure the €onapany s abiity to contime a5 a poing conoesTs; and
* 1o provide an adeqguate retoen e sharehobders

br complying with the capital equirements ad limitation enforced by the I and by
alipning the Comypany's speratonal stratepgy W ils corparte graals. The capatal
requirements and lisitation are az felows.

251 Misistserert Capriializarion

inder the Lepartment £irder Mo £7-06 (DO uo, 20-06), any nednsurane: oompany
LTI, upsclal iy, ot Gtherwise doing business in the Phibppines, mus {massens
ML wlafsanen i woordance with e bellowing schedube of oo o

Decemnbers 31, 3exacraber 11,
HHR . 2008

S vt stafubory et wiortl [ L500,000,000 1 L ZSHNUUHLDIN]
Slindmanm paid-up capits| TSi), MR Gkt L0 LK

A defined b‘T D3 Mo, 270, FEUILOTY Tt weoril TR s 1 {:L'J!'l'lp:ll'.l}:15 ].'I'Eid-ll]:ll
carlal, cagrbal M caess of par value, coningency surplus, retained eamings, and
revaletaon increments as iy be approved by the Tisoeanice £ outissioneT.

Thae (o oy has o B e e I:.:-I|111jl.l H:l:.||.|hr.':l'|1.-|11'l.[‘5. for Both VEATH.
257 Risk-fiased apital Hoguinemenes

A pact Iomutimec Mermotandum Ciroadar Mo, T-280060, every o Diie faorace oooapany
s wnanually repoimed W inamizin o reataibdn Risk Hased Capital (REWC) natic ol T
Kt tath ix conmputed by dividing the Company's et worth, ay an REC requiremnent
preseribiedd by the 1€ The REC msporetncal s deectinined after consdermys the.
sultnamorc] valiae: of cortain Boandal statement acconnts whese Hnal anwunis can be
sbeterminedd senaly alior the L UL |'l_'|-' il 157,

2= 1 Fimirarion on Dradend Iecliminon

The Company’s BT 35 siethontacd o dueckuon: Uisiclends. A cash dhividersd declaialia
does not requare any frther approvsl Frotn thae sa wkbulders, Elawever, 4 siock
diendund deckuation requires funther appeoral of the stockhollers Laolding oc
merpreserrtng 1ol less thare v thinbs of the Comgeoey™s autstandiop cupiml sioch.
Dividunds may ke declared and paid out of the aurestricle! retaimsd carnings which
shiell Twz prugalales i cash, prropreity, ot dtock fooal] stockholders on the Jwes ol
outstirdiog, stocle helil Ty thete v ollon 2l al sich rines a5 the BOIDY ingy aetiernnm
a0 e aaiclanm: with laan
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Seattons 195 of the: Insucance {ude provicks thar 2 domestic insarnoe company shall
dunlare o distribute divideods «m iis outstanding, stock onby tm profts remainiigg en
barwl after retaindigs opinpaired:

+ the enbre Fﬂll;,:l up |::J|:|Ilﬂ.] stnclc

= the marpin of solvency ioguired,

®  rhu legmal reserve fund eeguins; and
]

w st serd fcient to pay all et losses mporied o in the course of suitlcnent
anud alf Hiallities: bt capuenses and taxes.

The Company is ﬂ:u.luin:d T report gpch diviulersd dueloaticn o distcilocinm 1 the W
within 30 days T thae date oF such declaratinn.

Aloenoowe, the S, throoph s Mot s €iecular 11 danesl ecember 3, 2006
has se gandclines in determining the approptate amount of Retained Hantops avalable
fior dividend distethotion. Uhis shall e basedd oo the ner profit for tae yer azed oo rhe
audited Anancial sttemeans, wljusted for unnealized itens which are consklered vl
avitlalsle bt dividend declarasion. T unteulized ibems comyisg o the followiop:

shetefuguily Innce income of (e asaockale OF [oi0E vendore

*  unrcaltood forcipn exchange pmins, cuag thone atmbtslale ti el and
szxh viaivalents

v unrculized actoanal paie: atisoys Hodn the exeprse of theoplue of
tetiyenizing actanial i 1o hasses directhy to the stateowatt esf
wutnrchensme meome

»  fair value adjustment iy only from marked-1o marker valuagon which arc
exl vl bubizoed

s Bl of deferred tax asset that foclueead the amount of moome tx
CAPCIST

» adjuﬁm'j,::ut due w clevation Trom PRRSAC ;*l:llt'm“:r' .:J|||::|::|::|'|-T:d Accountngr
Toaragagelies wlis:li besubes b Ejlil]

b pnrcalivod paing or adjustoenis i the iotained eammings



NATIOMAL EEINFTRANCE CORPORATION OF THLE PIFILIPPINES
Indrx to Suppkmentary Schednles
December 31, 2009

Stacrment of Management's Responsibility for the Consulidated Financisl Statements

Indepeodent Avditor's Repun v 1he SEC Supplememiaty Schedules

Fileal Separrately fronr the Basic: Financial Suatenenis

Supplemcentary Schedoles to Financial Stacrments
(Iorm 17-A, itom 7)

el dule

A Markeialde Secorites  [(Coreesnl Marketalde Bauity Sevurites ammd other Shor
terrn Cish Investrognt}

|1 Adrwanns Hoeccivalde foosto Iiecgiews, £33 v, Faonployees, Relanol Panies

e Men-current hlarleetable Bquity Secunnes, Crher Laonge-temm vesients in
stowks and Odther Inwcatmenis

I Indebtedness b0 Uneonanlidares] Subsidiarees aod eelaiod paics

k. { Mher assces

¥ Errrpr 1ertn cdela

£ ldeltedness b elaed parics (Loog wenm loans Frodn relanal orinpaoies)
H Ciuarantees of secunties of other Jasoers

I  Capital Stock

Sopplementity Schoedule 1o Fipancial Statements
{SEC Cinculin 11}

Recemct sty of Kotz Hatrunps st Lvisbimwl Dvoclatation

Mo of
Pagnes

/A

NAA

M
MNSA
MrA
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NATIONAL REINSURANCE GORPORATION OF THE PHILIPPINES

ATV, PN, PHIW X
13" FLIWH?, FIELE' Ik Ak 1 IFF CPHTRY ST GE FUtA | ayERLE ROANT 12 IHDGLO STRTEE AR I LIN,
[ELS 167173 T40AE1 O+ 4 - RAN |R1T) TEH A0 " WE RISITE: yoers rcpcnm pli” E WEIL . serpbinrcp commpih

STATEMENT OF MANAGEMENT'S RESPOMEIBILITY
FQR FIMAHCIAL STATEMENTS

Thwe wanagerwent ol National Redinsurame Gorporation of the Philippines is responsble for all mkmation and
representstions contained in the fnacid slabomends for ha yaars ended Decoanber 11, 2008, 2008 el 2004, | he
hinancial stoberents hawe Been proganed in confopmily sl geheraly Aocepkel acconnking principles in the Phippines
A reflert Amnints 1hal are based oo the best estmates and nkmead judgment of managemanl wilh an appropaels
comisdeaicen ko el oy

I IRi roggard, Manacmn ] FainkAing o system of accodinding ad reperting which provides for e necessary intarnal
covlicds by oensue Ul Famsaclons ae properdly arllewized amnd roonded, 265015 are safequanied Agamsl
nnAamhorized nse or dispisifion and liab#ies e recognized The manegemeant likawise dizcleses 1o e cormgang s
aud corrrrilloe and o ils oxlurmd awlke: {i] of siguifican? defivioncies in 1w design v cpeation of mdemal controks
that coubd adversely affect it ability b rocord, process, ard report financial data; §ii) materid weakresses m the
Intzrnal controls; and {Ai] any fraud thet invalves manzgement o other employers who examise significant rales in
intemal canfrols

The Baard of Direchars reviaws the fmancial stabtemards before such sEEmen: au apposed ik solnsfied b e
Slochdinlders ol B coenpany.

B lopan & Agallo, e odepwetcenl audita g appeinled by e stockdiedders, has examined 1he finansial
statemiends of the company in sccordance sl gewsrally accepled awkfog sfedaeks in e Philggomes 20d bas
cxprosstd #s opinion on e Faimess of proscibadion apon cormpolion of secle caarnation, i ag repert & the Board
£ Nirgglors ard shockolders.

~inned under path by the following;

" f o

370N F. GARGIA
wrrsan of U Dosard

ROBERTO B. CRS0L
Przsichunl & Thicl Esosulive TAlicer

AL A
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CBALG

Treasures™

SUBSCRIBED AMD SWORN TO befora me this AFR rjg)- Ef /010 2ma al lhe City of Makali.
Allicirts cabibiled o rwe Uit Gunmnanily Taa Gerdilcale Mus.

Namrwe Com, Tax Cert, Mo, Date Face of lssue |
Wi B G 11441815 Januany 18, #10 Lt Galy i
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Q Punongbayan & Araullo

Report of Independent Auditors

o Accompany 512C Schedules

Filed Separately from the Basic I
Financial Statements 1 Lo o ot

[ B .l'-'r':hl [T
TR TR
“hl pone

+h 17 AFS-ARCT
t O RAF RS Glesde 1 LS RN

The Board of Dircctors and the Stockhnldem sowcEs ya i ka1 3 145 van
Mautjona) Reitsurooce Cotposaiot of the Fhilippioes

1" B, Flulippone AXA Lie Centor

Sen. (el |- Poyat Avepue comer 1indaln Storeet

Makad Civy

We heve audiiod the financial stacements of Maronal Keinsarsnce Corpoction il

the Philippanes for the year soded Decernber 51, 2008, on which we have toudered

LAUT FEpRATE tated ,"'LPrj;] 21 M0, O gudil oas mole oo The Ly HES of f{:nning

an oippiitioal om the Dasdc Diaicial stalcnems bt as oowlnle. e supplenesany
schedules (zec tabbe of contents) of the Company a5 of Dhecernber 31, 20053 aml [nor the
vear theo ended, eequieed by the Secumities and Exchamge: Cistotobetont, ale peesented
Irat pratpreeacs ool wibbiniconal analysis oicd abc 1 o 1'|::|.||.|:il'|.:-|:| rart ol the basic Binancml
statcncnts Ihe inforwaton in such supplementary schedles has Deen sabjociod o the
auditing, procedures applied in the audit of the basic Anacial statetewTirs and, o oor
opii, 15 iy stated i all material respeects i eelacion e nhee Tasc financial staterments

1akeTs a5 @ while

PLUNOMGEAYAMN & ARALILLY

B

By: Leunando 1), Comtestoe, |
Iartmer
CPA Reyr Mo DESHGY
TIN Mo 1000 227 W67
IFI'R Mo, 20861, Januany 4, ZO1E, Motk o 30y
Partoer's SEC Auureaditaiimy e (M- AR-2
BIR AL OH 251 1-7-2008 [Bdow, 25, 2008 10 HHT)

Firu BOA SR el ol Hep. Blao. 02
Fitin 5HC Avctaditanon Boo 00211 2
:ﬂl.]'lt'i] 1, AN

Mrrhfed 'uble Ar oo el
LA grerrbr ool s Lo il orn 24
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NATIONAL REINSURANCE CORFORATION OF THFE FHILIPPINES
[¥th Floaor, Philippise AXA Lile Cesler
Sen. Gil J. Fayat Avenue corser findalo Streel, Makati cily

Reconcibiztivn of Retained Earnings or Bivilend Meclaration
Dhevember 31, 20009

UNATTROTRIATED RETAINEIF FEAIRRNINGYS
FOR MVIDEND DECLAHATION
AT BECINMNING OF YEAR TAT070

Met lncome Bealized for the vear
Nel iocvme per apdeled fixaocial statcroents §03,039,357

Add (Levis} Chaoges in Redained Karnings for the year
Dividend declavations dwring the perind (%6 38T, L04)
Appropreafivns of retained cxmiogs daring the perind = (HL303,936) (9, 6% 1. 0410)

UNATTROTRIATED RETAINED EARNENGE
PR THYIDEND DECLARATION AT ENIHOT YEAR 743,448,287






