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Report on the Audit of the Financial Statements REC W/ vVED
Opinion Slultid

We have audited the financial statements of Empire Insurance Company (the Company),
which comprise the statements of financial position as at December 31, 2017 and 2016, and
the related statements of profit or loss and other comprehensive income, statements of
changes in equity and statements of cash flows for the years then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of Empire Insurance Company, as at December 31, 2017 and 2016,
and its financial performance and its cash flows for the years then ended in accordance with
Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

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

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

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

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

¢  (Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditors’ report to the reiated disclosures in the
fmam;ml statements or, if such dlSl:] ares-tire-inadequate m apini on. Dur

However, future events or conditions may cause the Eumpmy to cease ['55 ontinue as a

gmng concern. ;
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*  Evaluate the overall presentation, siructure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

Report on the Supplementary Information Required Under Revenue Regulations 19-2011
and 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information required under Revenue
Regulations 19-2011 and 15-2010 in Note 33 to the financial statements is presented for
purposes of filing with the Bureau of Internal Revenue and is not a required part of the basic
financial statements. Such supplementary information is the responsibility of the management
of Empire Insurance Company and has been subjected to the auditing procedures applied in
our audits of the basic financial statements. In our opinion, the supplementary information is
fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

M.A. MERCADO & CO.

MARCELINO A. MERCADO

Partner

CPA License Mo, D66835

Tax Identification Mo, 102-921-222

P.T.R. No, 6615760 Issued on January 5, 2018, Makati City
SEC Accreditation No, 1533-A (Group C)

Issued February 3, 2016; Valid until February 2, 2019

BIR Accreditation Mo, 08-003338-2-2015

Issued September 29, 2015 Valid until September 29, 2018
IC Accreditation No. SP-2018-014-R

[ssued April 07, 2018, Valid until April 06, 2021

Firm's BOA/PRC Cent. of Reg. No. 5638

Issued September |8, 2017, Valid until September 17, 2020
Firm's SEC Accreditation No, 0320-F

Issued February 3, 2016; Valid until February 2, 2019
Firm's BIR Accreditation Mo, 08-D06173-000-2015 BUBE: - TEZNAL PEVENIIE
Lssued March 22, 2018; Valid until March 22, 2021 i T ey (B S T P ]
Firm's IC Accredutation No. F-2018-006-R e e SRR > FILE
Issued Apsil 07, 2018, Valid until April 06, 2021 LARGE IRAFAY = STANCE DIVISION

L T T
w3 RE Lﬂ{ VED
" PUTEN UAY B ALIGANTE

Kprl, JS

Cedified Public Accountants
M. A. MERCADO & Co.



EMPIRE INSURANCE COMPANY
STATEMENTS OF FINANCIAL POSITION

December 31
Motes 2017 2016
ASSETS
Current assets

Cash and cash equivalents 226,31 i o 253,431,813 P 153,382,277
Premiums due from ceding companies 3,26,31,32 14,616,650 13,515,025
Reinsurance recoverable on losses 3,26,31,32 72,875,538 74,359,780
Premiums receivable 3,26,31,32 46,023,711 27,068,789
Commission receivable 3,26,31,32 6,857,229 7,263,173
Premiums reserve withheld by ceding companies  3,26,31,32 10,282,662 14,062,650
Salvage recoverable 3,26,31,32 640,483 863,982
Receivables 3,26,31,32 837,497 178,542
Current tax assets 31 1,872,101 1,922,734
Other current assets 4,26,31 20,707,960 12,427,841

418,145,644 305,044,793

Non current assets

Held-to-maturity financial assets 5,26,31 226,317,000 161,929,657
Available-for-sale financial assets 6,26,31 204,081,170 228,773,728
Property and equipment 7.31,32 213,273,715 23,232,117
Pension asset 16,31,32 2,263,778 2,832,582
Other non-current assets 8,31 9,289,141 4,463,217

555,224,804 421,231,301

r 983370448 P 726,276,094

LIABILITIES AND EQUITY
Liabilities
Current liabilities
Claims payable 98,2530 r 73,604,837 o 92,509,152
Premiums due to reinsurers 10,2530 39,420,921 34,959,668
Commission payable 11,25,30 40,178,109 30,344,369
Reserve for unearned premiums 12,25,30 80,294,104 80,654,521
Premiums reserve withheld for reinsurers 13,2530 1,577,220 2,577,220
Payables 14,2530 10,514,436 1,487 955
Deferred tax liability, net 23,3031 4,690,854 5,587,132
Other liabilities 15,2530 26,497,338 19,522,132
271,717,819 267,642,149
Depaosit for future stock subscriptions 17 200,000,000 -
Equity
Share capital 18,26,31 250,000,000 250,000,000
Retained earnings 19 179,298,340 143,796,712
Unrealized gain on available-for-sale
financial assets 6,26,31 59.810,288 48,353,232
Revaluafion reserve goreal cstale 7 14,494,899 14,494,899
Treasury stocks BUREAU OF iNTERNA _m‘}h.'uE (76,886) (76,886)
Remeasurement gain ﬁ;_:_ nat I=APAYERS SHRMICE 2,065,988 2,065,988
SARBE TRAPET? TANCE DIVISION 505,592,629 458,633,945
P 983370448 P 726,276,094
] Tal s i e
See Accompanying Noteg to Fina fﬂ&%ﬁ?; ) UTY SCES
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EMPIRE INSURANCE COMPANY

STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Years Ended December 31

Motes 2017 2016
Underwriting income 21,31,32 P 178468923 P 173,517,784
Undmwriﬁ.ug expense 21,31,32 116,378,744 109,208,308
Net underwriting income 62,090,179 64,309,476
Other income
Investment 2.22.31 9615324 11,670,548
(Giain on sale of investment 31 21,450,651 4,097 625
Others 3l 36,619 286,378
31,102,594 16,054,551
Total underwriting and other income 93,192,773 80,364,027
Other direct costs 23,31 15,305,328 16,319,670
General and administrative expenses 23,31 49,402,044 41,686,766
Operating profit before finance income 28,485,401 22,357,391
Finance income, net
Foreign exchange gain 26,31,32 3,231,688 1,575,240
Dividend income 3 8,487,448 6,205,295
11,719,136 7,780,535
Profit before bonus 40,204,537 . 30,138,126
Bonus 3l (5,656,760) (4,285,665)
Profit before income tax 34,547,777 25,852 461
Provision for (benefit from) income tax 2431 {953,851) 5,160,819
Net profit for the year 35,501,628 20,691,642
Other comprehensive income
ftem to be reclassified 1o prafit or loss
Net gain (loss) on available-for-sale financial assets 62631 11,514,629 3,303,990
Tax effect (57,573) (16,278)
11,457,056 3,287,712
Trems not to be reclassified to profit or loss
Revaluation reserve on real estate 7 - 20,706,999
Remeasurement loss 16,31,32 - (52,804)
Tax effect 24,31,32 = (6,196,232)
- 14,457 873
Total comprehensive income for the = 4 38437227
Earnings per share | 253
Basic and diluted P 8.28
P 168.36

B=uok valoe per share Daia

See Accomparying Notes to Financial Statemgns.
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