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Health Care & Development Corporation of the Philippines

A Subsidiary of Perpetual Help Dalta Medical Center, Inc.

7th Floor Medical Arts Bldg., Perpetual Help Medical Center — Las Pifias
Alabang - Zapote Road, Pamplona lll, Las Pifias City

Tel No. 874-8515 loc. 656, 657 Direct Line: 871-3014

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Health Care and Development Corporation of the Philippines is
responsible for the preparation and fair presentation of the financial statements
including schedules attached therein for the years ended December 31, 2023 and
2022, in accordance with the prescribed financial reporting framework indicated
therein, and for such internal control as management determines is necessary to
enable the preparation and fair presentation 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 financial ability to continue as a 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.

The Board of Directors is responsible for overseeing the Company's financial
reporting process.

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

Fraqcisca C. Godinez, CPA, MBA, the independent auditor, appointed by the board
of directors, has audited the financial statements of the company in accordance with

Philippine Standards on Auditing, and in its reports to the stockholders, have
expressed its opinion on the fairness of presentation upon completion of such audit.
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PERYA B. SAN JUAN

April 12, 2024
Las Pinas City




Health Care & Development Corporation of the Philippines

A Subsidiary of Perpetual Help Dalta Medical Center, Inc.

7th Floor Medical Arts Bldg., Perpetual Help Medical Center — Las Pifias
Alabang - Zapote Road, Pamplona lll, Las Pifias City

Tel No. 874-8615 loc. 656, 657 Direct Line: 871-3014

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The management of Health Care and Development Corporation of the Philippines is responsible for
all information and representations contained in the Annual Income Tax Return for the year ended
December 31, 2023. Management is likewise responsible for all the information and representations
contained in the financial statements accompanying the Annual Income tax Return Information
Sheet covering the same reporting period. Furthermore, the management is responsible for all the
information and representations contained in all other tax returns filed for the reporting period,
including, but not limited to the value added tax and/or percentage tax returns, withholding tax
returns, documentary stamp tax returns and any and all other tax returns.

in this regard, the Management affirms that the attached audited financial statements for the year
ended December 31, 2023 and the accompanying Annual Income Tax Returns are in accordance with
the books and records of Health Care and Development Corporation of the Philippines complete
and correct in all material respects. Management likewise affirms that:

a. The Annual Income Tax Return has been prepared in accordance with the provisions of the
National Internal Revenue Code, as amended, and pertinent tax regulations and other
issuances of the Department of Finance and the Bureau of Internal Revenue;

b. Any disparity of figures in the submitted reports arising from the preparation of financial
statements pursuant to financial accounting standards and the preparation of the income
tax return pursuant to tax accounting rules has been reported as reconciling items and
maintained in the company’s books and records in accordance with the requirements of
Revenue Regulations No.8-2007 and other relevant issuances;

¢. The Health care and Development Corporation of the Philippines has filed all applicable tax
returns, reports and statements required to be filed under Philippine tax laws for the
reporting period, and all taxes and other impositions shown thereon to be due and payable
have been paid for the reporting period, except those contested in good faith.

DR. ANTONIO L. TAMIAYO
Chairman of the Board / CEQ '%

RICHARD ANTONIO M. TAMAYO : 3
President g

PER . SAN JUAN i

SVP-Lhief Finance Officer

April 12, 2024
Las Pinas City
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F C Godinez and Company, CPAs
Lot 2, Blk 6, St Lukes Street, Sto. Nino Village.
Tunasan, Muntinlupa City Philippines 1773

Phone (632) 861 6603

REPORT OF INDEPENDENT AUDITOR e st o
TO ACCOMPANY INCOME TAX RETURN

Member of

;‘ - Alas Oplas Alliance Firms

d

The Board of Directors

Health Care and Development Corporation of the Philippines
7th Floor MAB Bldg. PHMC, Real Street, Pamplona 111,

Las Pinas City

We have audited the financial statements of Health Care and Development Corporation of the
Philippines for the year ended December 31, 2023 on which we have rendered the attached report

dated April 12, 2024.

In compliance with Revenue Regulation V-20, we are stating the following:

I. The taxes paid or accrued by the above company for the year ended December 31, 2023 are
shown in the Schedule of Taxes and Licenses attached to the Annual Income Tax Return:

2. We are not related by consanguinity or affinity to the president, manager or member of the
Board of Directors.

F C GODINEZ AND COMPANY CPAs

Francisca C. Godinez CFA, MBA ""‘m.
Managing Parter . v
CPA Cert. of Registration No. 0041278
PRC ID valid until December 03, 2025 |
PTR No. MUN 10521667 January 03, 2024, Muntinlupa City
Taxpayer Identification Number (TIN) 116-256-845-000

BOA CERT. No. 0779 valid until December 03, 2025

CDA Accreditation no. CEA 0003 Renewal valid until April 25, 2026
BIR AN-08-003576-001-2022 valid until February 24, 2025

SEC Accreditation no. 41278-IC for Category B valid for audit year 2021 to 2025

April 12, 2024
Muntinlupa City
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Payment Detail Inquiry

Republika ng Pilipinas
Kagawaran ng Pananalapi
Kawanihan ng Rentas Internas

(¢
N

eFPS Payment Details

TIN : 000 - 897 - 448 - 000

Name : HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILS
Tax Period 1 12/31/2023

Reference Number : 462400059194108

Tax Type 21T - Annual Income Tax Return (REGULAR)

Total Payment: 0.00
No Payment Details Found

Print , Close

hitps://efps.bir.gov.ph/efps-warffaces/EFPSWeb_war/payment/PaymentDetails.xhtml
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F C Godinez and Company, CPAs
Lot 2, Bik 6, St Lukes Street, Sto. Nino Village,
Tunasan, Muntinlupa City Philippines 1773

Phone (632) 861 8603
Email fressie_godinaz@yahoo com

SUPPLEMENTAL STATEMENT OF INDEPENDENT AUDITOR 00 000 ohims com
W las Oplas Alliance Firms

The Board of Directors

Health Care and Development Corporation of the Philippines

7% Floor MAB Bldg., PHMC, Real Street, Pamplona 111

Las Pinas City

We have examined the financial statements of Health Care and Development Corporation of the
Philippines for the year ended December 31, 2023 on which we have rendered the attached report

dated April 12, 2024.

In compliance with Securities Regulation Code Rule 68, we have performed audit procedures to
determine the total number of stockholders of the Company owning 100 or more shares each. We
were able to obtain a certification from the Company’s Corporate Secretary indicating that the
Company has a total number of ten (10) stockholders owning one hundred (100) or more shares as of
December 31, 2023.

F C GODINEZ AND COMPANY CPAs

|
é@w@;@
Francis . Godin PA, MBA

Managing Partner

CPA Reg. No. 0041278

PRC ID Valid until December 03, 2025

TIN 116-256-845-000

PTR no. MUN 10521667 January 03, 2024, Muntinlupa City

BIR AN 08-003576-001-2022 valid until February 24, 2025

BOA Cert. No. 0779 valid until December 03, 2025

CDA Accreditation no. CEA 003- Renewal valid until April 25, 2026
SEC Accreditation no. 41278-IC for Category B valid for audit year 2021 to 2025

April 12, 2024
Muntinlupa City
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F C Godinez and Company, CPAs
: Lot 2, Blk 6, St. Lukes Street, Sto. Nino Village,
INDEPEND ENT AUDITOR’S REP ORT Tunasan, Muntinlupa City Philippines 1773

Phone (632) 861 8603
Email fressie_godinez@yahoo com
www alasoplasalliancefirms.com

The Board of Directors

Health Care and Development Corporation of the Philippines ;
7th Floor MAB Bldg. PHMC, Real street, Pamplona II1 o
Las Pinas City

l las Oplas Alliance Firms

ed

Report on the Audit of the Financial Statements

Opinion ) o
We have audited the financial statements of Health Care and Development Corporation of the Phlhp;_unes
which comprise the statements of financial position as at December 31, 2023 and 2022, the statement of income,
statement of changes in stockholders' equity and statement 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, th? financial
position of the Company as at December 31, 2023 and 2022, and its financial performance and its cash flows for
the year then ended in accordance with Philippine Financial Reporting Standards (PFRS).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). My responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the Code of Ethics for
Professional Accountants in the Philippines (Code of Ethics) together with the ethical requirements that are
relevant to our audit of the financial statements in the 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 Gavernance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance
with PFRS, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to

continue as a going concern, disclosing, as applicable, matters related to going co ‘effi and using the going -
concern basis of accounting unless management either intends to liquidate the Cmﬁ' ﬁy or to'cease operations, ;.
or has no realistic alternative but to do so. I B i BN i 5y P

EST SNAN

f 1.2
Those charged with governance are responsible for overseeing the Company’s ﬁn?.nc{ia] r?p&'tin;g"ﬁoq'p&ﬂ

Auditor's Responsibilities for the Audit of the Financial Statements £’ T e y

Our objectives are to obtain reasonable assurance about whether the financial sta entsas a whole are free £
from material misstatement, whether due to fraud or error, and to issue an audito ‘repﬁrtthm inchrdes-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 CITOI'..dGS!gI‘l 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
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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.

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

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

e Evaluate the overall presentation, structure 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 Other Legal and Regulatory Requirements

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

F C GODINEZ AND COMPANY CPAs

@M A
FranciscaC, Godine,;QPA, MBA E : !
i

rioveag

Managing Partner

CPA Reg. No. 0041278

PRC 1D Valid until December 03, 2025

TIN 116-256-845-000

PTR no. MUN 10521667 January 03, 2024, Muntinlupa City
BIR AN 08-003576-001-2022 valid until February 24, 2025 ———ci !
BOA Cert. No. 0779 valid until December 03, 2025 ' end
CDA Accreditation no. CEA 0003- Renewal valid until April 25, 2026

SEC Accreditation no. 41278-IC for Category B valid for audit year 2021 to 2025

April 12, 2024
Muntinlupa City



HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILIPPINES

STATEMENTS OF INCOME
For the years ended December 31, 2023 and 2022
Amounts in Philippine Peso

Notes 2023 2022
MEMBERSHIP FEES 12 28,725,430 14,270,356
UNDERWRITING EXPENSES 16 (44,228,870) {14,138,359)
GROSS PROFIT (15,503,440) 131,997
ADMINISTRATIVE EXPENSES 17 (9,978,405) (7,830,688)
INTEREST INCOME 6 348,782 397,775
INCOME (LOSS) BEFORE INCOME TAX (25,133,063) (7,300,915)
INCOME TAX EXPENSE
Current - 1,320
Deferred (5,037,635) 11,056
19 (5,037,635) 12,376
NET INCOME (LOSS) (20,095,428) (7,313,292)

See accompanying notes to financial statements



HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILIPPINES

STATEMENTS OF FINANCIAL POSITION
As of December 31, 2023 and 2022

Amounts in Philippine Peso

Notes 2023 2022
ASSETS
Current Assets
Cash and cash equivalents 6 25,888,681 25,251,092
Membership fees receivable 7 14,148,318 9,406,061
Deposit to health care providers 8 30,565 320,867
Other current assets 9 737,415 356,726
40,804,979 35,334,746
Non-Current Assets
Property and equipment 10 354,041 366,672
Advances to related parties 11, 18 1,464,897 1,464,897
Deferred tax assets 20 8,436,109 3,398,474
10,255,047 5,230,042
TOTAL ASSETS 51,060,026 40,564,788
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Claims reserves 12 17,466,347 8,686,927
Membership fee reserves 13 23,865,617 12,241,719
Accounts and other payables 14 2,021,635 1,334,287
Deposit for Future Stock Subscription 20 9,500,000 -
52,853,599 22,262,933
Stockholders' Equity
Shar.e capital . 15 10,000,000 10,000,000
Retained earnings (11,793,573) 8,301,855
TOTAL STOCKHOLDERS' EQUITY (1,793,573) 18.301.855
TOT '
AL LIABILITIES AND STOCKHOLDERS' EQUITY 51,060,026 40,564,788

See accompanying notes to financial statements



HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILIPPINES

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(Amounts in Philippine peso)

Notes 2023 2022
Share capital paid-up
Authorized 100,000 shares at P100 par value
Subscribed 100,000
Issued and Fully paid -100,000 shares 2,15 10,000,000 10,000,000
10,000,000 10,000,000
Retained Earnings-Beginning 2 8,301,855 15,615,147
Add: Net Income (Loss) for the year 2 (20,095,428) (7,313,292)
(11,793,573) 8,301,855
STOCKHOLDERS' EQUITY-DECEMBER 31 (1,793,573) 18,301,855

See accompanying notes to financial statements




HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILIPPINES

STATEMENTS OF CASH FLOWS
For the years ended December 31, 2023 and 2022
Amounts in Philippine Peso

Notes 2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax (25,133,063) (7,300,915)
Adjustments for:
Depreciation 10 109,504 79,973
Interest expense - -
Interest income 7 (348,782) (397,775)
Operating cash flows before changes in working capital (25,372,341) (7,618,717)
(Increase) Decrease in operating assets:
Membership fee receivables 7 (4,742,257) (2,561,805)
Deposit to health care providers 8 290,302 (7,432)
Other current assets 9 (380,689) (184,189)
Increase (Decrease) in operating liabilities:
Claims reserves 12 8,779,420 2,801,602
Membership fee reserves 13 11,623,898 5,397,463
Accounts and other payables 14 687,348 6,766
Deposit for Future Stock Subscription 9,500,000 2
Net cash provided by (used in) operations 385,680 (2,166,313)
Interest income received 6 348,782 397,775
Income taxes paid - (1,320)
Net cash used in operating activities 734,462 (1,769,858)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment 10 (96,873) (30,000)
Net cash used in investing activities (96,873) (30,000)
CASH FLOWS FROM FINANCING ACTIVITIES
Interest expense paid - -
Payment of loan - -
Advances to related parties 11, 18 - 2,650,000
Net cash provided by ﬂnancing_activities - 2,650,000
CASH AT END OF YEAR F 25,888,681 25 251 092

See accompanying notes to financial statements

&m-,—‘ e .



HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILIPPINES

NOTES TO FINANCIAL STATEMENTS
As of and for the years ended December 31, 2023 and 2022
(Amounts in Philippine Pesos)

1]

GENERAL INFORMATION

HEALTH CARE AND DEVELOPMENT CORPORATION OF THE PHILIPPINES (the “Company”) was established
in Philippines and registered with the Securities and Exchange Commission (SEC) on May 9, 1980 per

Registration No. 92775.

The Company is organized primarily to provide an institutional medium for care, development and
management of human resources as they relate to the health of the individual, family, group and
organization in all aspect affecting their productivity — physical, mental, professional and other aspects
of their well-being.

The Company was issued by the Insurance Commission (IC) the Certificate of Registration and License to
Act as a Health Maintenance Organization (HMO) per Reg. No. HMO-2021-03-R valid from January 01,
2021 until December 31, 2023, unless sooner suspended or revoked for cause.

The registered address of the Company is located at 7% Floor MAB Building, PHMC Real Street,
pamplona Il Las Pifias City.

The accompanying financial statements of the Company were approved and authorized for issue by the
Board of Directors on April 12, 2024.

BASIS OF PREPARATION AND PRESENTATION OF FINANCIAL STATEMENTS

Statement of Compliance
The financial statements of the Company have been prepared in accordance with Philippine Financial

Reporting Standards (PFRS). This financial reporting framework includes PFRS, Philippine Accounting
Standards (PAS) and Philippine Interpretations from International Financial Reporting Interpretations
Committee (IFRIC) issued by the Philippine Financial Reporting Standards Council and adopted by the
SEC, including the SEC provisions.

The Company qualifies as Small Entity (SE) based on the criteria set by the SEC under SRC Rule 68, as
amended. However, under the said rules, as a holder of secondary license from Insurance Commission
the financial statements of the Company shall be prepared using PFRS as financial reporting framework.

Basis of Preparation

The financial statements have been prepared on a going concern basis under the historical cost
convention, except where a Financial Reporting Standard requires an alternative treatment (such as fair
values) as disclosed where appropriate in these financial statements. Historical cost is generally based

on the fair value of the consideration given in exchange for an asset and change in fair value of the
consideration received in exchange for incurring a liability.

The financial statements have been presented in Philippine Peso, which is the functional currency of the
Company. All values are rounded to the nearest peso, except when otherwise indicated.

Use of Estimates and Judgments
The preparation of the Company’s financial statements requires management to make judgments,

estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. N TR
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Judgments are made by management in the development, selection and disclosure of the Company's
significant accounting policies and estimates and the application of these policies and estimates. The
estimates and assumptions are reviewed on an ongoing basis. These are based on management’s
evaluation of relevant facts and circumstances as of the reporting date. Actual results could differ from
such estimates.

Changes in accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the revision affects
both current and future periods.

Current versus Non-current Classification
The Company presents assets and liabilities in the statement of financial position based on current/non-
current classification.

An asset is current when it is:

« Expected to be realized or intended to be sold or consumed in the normal operating cycle;

s  Held primarily for the purpose of trading;

» Expected to be realized within twelve months after the reporting period; or

e Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least 12 months after the reporting period.

All other assets are classified as non-current.

A liability is current when:

s |tis expected to be settled in the normal operating cycle;

« Itis held primarily for the purpose of trading;

e Itis due to be settled within twelve months after the reporting period; or

« There is no unconditional right to defer the settlement of the liability for at least 12 months after
the reporting period.

The terms of the liability that could, at the option of the counterparty, result in its settlement by the
issue of equity instruments do not affect its classification.

The Company classifies all other liabilities as non-current.

Deferred income tax assets and liabilities are classified as non-current assets and liabilities, respectively.

ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

Adoption of Amended PFRS

The accounting policies adopted are consi i
: onsistent with those of the previous financi
adoption of the following amended PFRS. P el yas'; scset ik

Effective for annual periods beginning on or after January 1, 2020:

e Amendments to References to the Conceptual Framework in PFRS

The amendments include a new chapter on measurement; guidance on reporting financial
perform:?\nce; improved definitions and guidance-in particular the definition of a liability; and
clanﬁca.tlons in important areas, such as the roles of stewardship, prudence and measurevr;wents
uncertainty in financial reporting. The amendments should be applied retrospectively unless
retrospective application would be impracticable or involve undue cost or effort.
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e Amendments to PAS 1, Presentation of Financial Statements and PAS 8, Accounting Policies,

Changes in Accounting Estimates and Errors - Definition of Material.

The amendments clarify the definition of "material" and how it should be applied by companies in
making materiality judgments. The amendments ensure that the new definition is consistent across
all PFRS standards. Based on the new definition, an information is "material” if omitting, misstating
or obscuring it could reasonably be expected to influence the decisions that the primary users of
general-purpose financial statements make on the basis of those financial statements.

Effective for annual periods beginning on or after June 1, 2020:
e Amendments to PFRS 16, Leases - Covid-19 Related Rent Concessions.

The amendments provide practical expedient to lessees from applying the requirements on lease
modifications under PFRS 16 for eligible rent concessions that is a direct consequence of COVID-19
pandemic. A lessee may elect not to assess whether eligible rent concessions from a lessor is a lease
modification. A lessee that makes this election account for any change in lease payments resulting
from the Covid-19 related rent concession the same way it would account for a change that is not a
lease modification, i.e., as a variable lease payment. The amendments do not affect lessors. Earlier
application of the amendments is permitted.

Under prevailing circumstances, the adoption of the foregoing amended PFRS did not have a material
effect on the financial statements of the Company.

Amended PFRS Issued but Not yet Effective
Relevant new and amended PFRS, which are not yet effective for the year ended December 31, 2020
and have not been applied in preparing the financial statements, are summarized below.

Effective beginning on or after January 1, 2022:
e Amendments to PAS 16, Property, Plant and Equipment - Proceeds before Intended Use

The amendments prohibit deducting from the cost of property, plant and equipment any proceeds
from selling items produced while bringing that asset to the location and condition necessary for its
intended use. Instead, the proceeds and related costs from such items shall be recognized in profit
or loss. The amendments must be applied retrospectively to items of property, plant and equipment
made available for use on or after the beginning of the earliest period presented when an entity
first applies the amendment.

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

The amendments clarify that for the purpose of assessing whether a contract is onerous, the cost of
fulfilling a contract comprises both the incremental costs of fulfilling that contract and an allocation
of costs directly related to contract activities. The amendments apply to contracts existing at the
date when the amendments are first applied. At the date of initial application, the cumulative effect
of applying the amendments is recognized as an opening balance adjustment to retained earnings

or other components of equity. Accordingly, the comparatives are not restated. Earlier application is
permitted.

Effective beginning on or after January 1, 2023
e PFRS 17, Insurance Contracts

PFRS 17 is a comprehensive new accounting standard for insurance contracts covering recognition
and measurement, presentation and disclosure. Once effective, PFRS 17 will replace PFRS 4,
Insurance Contracts. This new standard on insurance contracts applies to all types of insurance
contracts (i.e., life, non-life, direct insurance and re-insurance), regardless of the type of entities
that issue them, as well as to certain guarantees and financial instruments with discretionary
participation features. A few scope exceptions will apply.
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The overall objective of PFRS 17 is to provide an accounting model for insurance contracts that is
more useful and consistent for insurers. In contrast to the requirements in PFRS 4, which are largely
based on grandfathering previous local accounting policies, PFRS 17 provides a comprehensive
model for insurance contracts, covering all relevant accounting aspects. The core of PFRS 17 is the
general model, supplemented by:

« A specific adaptation for contracts with direct participation features (the variable fee approach).
« A simplified approach (the premium allocation approach) mainly for short-duration contracts.

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

The amendments clarify paragraphs 69 to 76 of PAS 1, Presentation of Financial Statements, to
specify the requirements for classifying liabilities as current or non-current. The amendments clarify:

« What is meant by a right to defer settlement
« That a right to defer must exist at the end of the reporting period
« That classification is unaffected by the likelihood that an entity will exercise its deferral right

« That only if an embedded derivative in a convertible liability is itself an equity instrument would
the terms of a liability not impact its classification.

Annual Improvements to PFRS 2018 to 2020 Cycle:

e Amendments to PFRS 9, Financial instruments - Fees in the '10 per cent' Test for Derecognition of
Financial Liabilities

The amendment clarifies which fees an entity includes when it applies the '10 per cent' test in
assessing whether to derecognize a financial liability (i.e. whether the terms of a new or modified
financial liability is substantially different from the terms of the original financial liability). These fees
include only those paid or received between the borrower and the lender, including fees paid or
received by either the borrower or the lender on the other's behalf. The amendments apply to
financial liabilities that are modified or exchanged on or after the beginning of the annual reporting
period in which the entity first applies the amendments. Earlier application is permitted.

e Amendments to PFRS 16, Leases - Lease Incentives

The amem:jment removes from the Illustrative Example 13 the illustration of the reimbursement of
leasehold improvements by the lessor. The objective of the amendment is to avoid any potential

‘confus.ion regarding the treatment of lease incentives because of how the requirements for lease
incentives are illustrated.

Under prevailing circumstances, the adoption of the foregoing amended PFRS did not have a material

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principal accounting and financial reporting policies applied by the Company in the preparation of its

V pp I ’

Financial instruments

Dgst;etiof Rerc‘ogn:ion. The Company recognizes a financial assets or liabilities in the statement of financial
p on when the Company becomes a party to the contractual provisions of a financial instrument.

Imt:c!; Recc.)gmtic.)n anq Measurement. Financial instruments are recognized initially at fair value of the
consideration given (in the case of an asset) or received (in the case of a liability). The initial
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measurement of all financial instruments, except for financial instruments classified as fair value through
profit or loss (FVPL), includes transaction cost.

Financial assets

In the case of regular way purchase or sale of financial assets, recognition and derecognition, as
applicable, is done using settlement date accounting.

Classification. The Company classifies its financial assets at initial recognition under the following
categories: (a) financial assets at amortized cost, (b) financial assets at FVPL and (c) financial assets at
FVOCL. The classification of financial asset largely depends on the Company's business model and its
contractual cash flow characteristics.

The Company does not have financial assets measured at FVPL and FVOCL.

Financial assets at amortized cost. A financial asset should be measured at amortized cost if both of the
following conditions are met:

e the financial asset is held with a business model whose objective is to hold financial assets in order
to collect contractual cash flows; and

« the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

After initial recognition, financial assets at amortized cost are subsequently measured at amortized cost
using the effective interest method, less any allowance for impairment. Amortized cost is calculated by
taking into account any discount or premium on acquisition and fees that are an integral part of the
offective interest rate. Gains and losses are recognized in profit or loss when the financial assets are
derecognized and through amortization process. Financial assets at amortized cost are included under
current assets if realizability or collectability is within 12 months after the reporting year. Otherwise,
these are classified as noncurrent assets.

Cash and cash equivalents. Cash includes cash on hand and in banks. Cash equivalents are short-term
highly liquid investments that are readily convertible to known amounts of cash and which are subject to
insignificant risk of change in value.

The Company’s short-term time deposits are classified under cash equivalents.

Impairment. Under PFRS 9, the Company recognizes an allowance for expected credit loss (ECL) for all
debt instruments not measured at FVPL. Expected credit loss is based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the Company

expects to receive. The difference is then discounted at an approximation to the asset’s original effective
interest rate.

Reclassification. The Company reclassifies its financial assets when, and only when, it changes its
business model for managing those financial assets. The reclassification is applied prospectively from the
first day of the first reporting year following the change in business model (reclassification date).

For a financial asset reclassified out of the financial assets at amortized cost category to financial assets

at FVPL, any gain or loss arising from the difference between the previous amortized cost of the financial
asset and fair value is recognized in profit or loss.

For a financial asset reclassified out of the financial assets at amortized cost category to financial assets
at FVOCI, any gain or loss arising from a difference between the previous amortized cost of the financial
asset and fair value is recognized in other comprehensive income.

For a financial asset reclassified out of the financial assets at FVOCI category to financial assets at
amortized cost, any gain or loss previously recognized in other comprehensive income, and any
difference between the new amortized cost and maturity amount, are amortized to profit or loss over
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the remaining life of the financial asset using the effective interest method. If the financial asset is
subsequently impaired, any gain or loss that has been recognized in other comprehensive income is
reclassified from equity to profit or loss.

In the case of a financial asset that does not have a fixed maturity, the gain or loss should be recognized
in profit or loss when the financial asset is sold or disposed. If the financial asset is subsequently
impaired, any previous gain or loss that has been recognized in other comprehensive income is

reclassified from equity to profit or loss.

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

s+ the right to receive cash flows from the asset has expired;
« the Company retains the right to receive cash flows from the financial asset, but has assumed an

obligation to pay them in full without material delay to a third party under a "pass-through”

arrangement; or

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

When the Company has transferred its right to receive cash flows from a financial asset or has entered
into a pass-through arrangement, and has neither transferred nor retained substantially all the risks and
rewards of ownership of the financial asset nor transferred control of the financial asset, the financial
asset is recognized to the extent of the Company's continuing involvement in the financial asset.
Continuing involvement that takes the form of a guarantee over the transferred financial asset is
measured at the lower of the original carrying amount of the financial asset and the maximum amount
of consideration that the Company could be required to repay.

Financial liabilities

Classgﬁc_at:‘on. The Company classifies its financial liabilities at initial recognition under the following
categories: (a) financial liabilities at amortized cost or (b) financial liabilities at FVPL.

As at reporting date, the Company does not have financial liabilities measured at FVPL.

Fmanc‘iaf ligbilities at amortized cost. Financial liabilities are categorized as financial liabilities at
amf)rt;:.:ed C.OSt when the substance of the contractual arrangement results in the Company having an
obligation either to deliver cash or another financial asset to the holder, or to settle the obligation other

t an by t e exc ange ora fxed amou t o]
f. i i
h I’ || I I m n i Casil or allOtlIe: Inancia asset 40' a “xed I"IUIHbEI Ol ItS own

I:;ie Egzrru:.sa_lt.lls;\bihties are initially recognized at fair value less any directly attributable transaction

2 initial recognition, these financial liabilities are subse

: g E quently measured at amortized co
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pls-::gi::: effe;;twg interest method. Amortized cost is calculated by taking into account any discount or
on the issue and fees that are an integral part of the effective interest rate. Gains and losses

are recognized in profit or loss when the liabiliti i
: ies are derecogniz i i
il welod gnized or impaired or through the

Derecognition. A ﬁn'fancial liability is derecognized when the obligation under the liability is discharged
cancelled or_has e?(plred. When an existing financial liability is replaced by another from the same Iender'
on substantially different terms, or the terms of an existing liability are substantially modified, such an
excha_ngc‘a-.or modification is treated as a derecognition of the original liability and the reco n;tion f

new liability, and the difference in the respective carrying amounts is recognized in profit or lsss o



The carrying values of property and equipment are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable.

An item of property and equipment is derecognized upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising from derecognition of
the asset (measured as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in profit or loss in the period the item is derecognized.

Impairment of non-financial assets

At each reporting date, the Company assesses whether there is any indication that its nonfinancial
assets may be impaired. When an indicator of impairment exists or when an annual impairment testing
for an asset is required, the Company makes a formal estimate of the recoverable amount. Recoverable
amount is the higher of an asset’s fair value less costs to sell and its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the recoverable amount is assessed as part of the
cash generating unit to which it belongs. When the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.

An impairment loss is charged against operations in the year in which it arises, unless the asset is carried
at a revalued amount, in which case the impairment loss is charged to the revaluation increment of the
said asset.

A previously recognized impairment loss is reversed only if there has been a change in the estimates
used to determine the asset’s recoverable amount since the last impairment loss was recognized. If that
is the case, the carrying amount of the asset is increased to its recoverable amount. The increased
amount cannot exceed the carrying amount that would have been determined, net of depreciation and
amortization, had no impairment loss been recognized for the asset in prior years. Such reversal is
recognized in the statement of income unless the asset is carried at a revalued amount, in which case
the reversal is treated as a revaluation increase. After such a reversal, depreciation and amortization is
adjusted in future years to allocate the asset’s revised carrying amount, less any residual value, on a
systematic basis over its remaining life.

Equity

Capital stock and additional paid-in capital. Capital stock is measured at par value for all shares issued.
Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction

from proceeds, net of tax. The excess of proceeds from the issuance of shares over the par value of
shares is credited to additional paid-in capital.

Retained earnings. Retained earnings represent the cumulative balance of net income or loss, dividend
distributions, correction of prior year errors, effects of changes in accounting policy and other capital
adjustments.

Dividend distribution. Dividend distribution to the Company's stockholders is recognized as a liability and
deducted from equity in the year in which the dividends are declared as approved by the Company's
BOD. Dividends that are approved after the reporting year are dealt with as an event after the reporting
year.

Revenue recognition

Revenue from contract with customers is recognized when the performance obligation in the contract
has been satisfied, either at a point in time or over time. Revenue is recognized over time if one of the
following criteria is met: (a) the customer simultaneously receives and consumes the benefits as the
Company performs its obligations; (b) the Company's performance creates or enhances an asset that the
customer controls as the asset is created or enhanced; or (c) the Company's performance does not
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create an asset with an alternative use to the Company and the Company has an enforceable right to
payment for performance completed to date. Otherwise, revenue is recognized at a point in time.

The following specific recognition criteria must also be met before revenue is recognized:

Membership fee. Membership fees arising from HMO agreements are recognized as revenue over the
period of the membership. Unearned membership fees are set up to recognize the portion of

membership fees received or collected yet still unearned as of the reporting date.

The changes in membership fees pertaining to membership fees earned during the year are recognized
as revenue under membership fees in the statement of income.

Interest Income. Revenue is recognized as the interest accrues, taking into account the effective yield of
the asset.

Cost of services

Cost of services are recognized for all costs directly related to the contract, including all claims incurred,
estimates of medical care services that have been rendered on behalf of the members but for which
claims have either not been reported or processed, related internal and external claims handling costs
that are directly related to the servicing, processing and settlement of claims, and any adjustments to
claims outstanding from previous years.

General and administrative expenses

Expenses are recognized in the income statement when a decrease in the future economic benefit
related to a decrease in asset or an increase of a liability has arisen that can be measured reliably.
General and administrative expenses are recognized when incurred.

Employee benefits

Short-term employee benefits. The Company recognizes a liability net of amounts already paid and an
expense for services rendered by employees during the year. A liability is also recognized for the amount
expected to be paid under short-term cash bonus if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee, and the obligation
can be estimated reliably.

Short-term employee benefit liabilities are measured on an undiscounted basis and are expensed as the
related service is provided.

Income taxes

Current Tax. Current tax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rate and tax laws used to compute the amount are
those that have been enacted or substantively enacted at end of the reporting year.

Deferred Tax. Deferred tax is provided on all temporary differences at the reporting date between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are
recognized for all deductible temporary differences, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences. Deferred tax, however, is not
recognized when it arises from the initial recognition of an asset or liability in a transaction that is not a

business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss.

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

Deferred tax assets and liabilities are measured at the tax rate that are expected to apply to the period
when the asset is realized or the liability is settled, based on tax rate and tax laws that have been
enacted or substantively enacted at the end of reporting year.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current income
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in relation to the underlying transaction either in other
comprehensive income or directly in equity.

Related party relationship and transactions
Related party transactions consist of transfers of resources, services or obligations between the
Company and its related parties.

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. This includes:  (a)
individuals who, by owning directly or indirectly through one or more intermediaries, control or are
controlled by, or under common control with the Company; (b) associates; and, (c) individuals owning,
directly or indirectly, an interest in the voting power of the Company that gives them significant
influence over the Company and close members of the family of any such individual.

In considering each possible related party relationship, attention is directed to the substance of the
relationship and not merely on legal form.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of
past events, it is probable that a transfer of economic benefits will be required to settle the obligation,
and the amount can be reliably estimated.

Provisions are measured at the present value of the amount expected to be required to settle the
obligation using a pre-tax rate that reflects market assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due to the passage of time is recognized as
interest expense.

Contingencies

Contingent liabilities are not recognized in the financial statements but are disclosed in the notes to
financial statements unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized in the financial statements but are disclosed in the notes
to financial statements when an inflow of economic benefits is probable.

Events after the reporting date
Events after the reporting date that provide additional information about the Company's financial
position at the end of the reporting year (adjusting events) are reflected in the financial statements

when material. Events after the reporting date that are non-adjusting events are disclosed in the notes
to financial statements when material.
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SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the financial statements in accordance with PFRS requires the Company to make
judgments and estimates that affect the reported amounts of assets, liabilities, income and expenses
and disclosure of contingent assets and contingent liabilities. Future events may occur which will cause
the judgments and assumptions used in arriving at the estimates to change. The effects of any change in
judgments and estimates are reflected in the financial statements as they become reasonably
determinable.

Judgments

In the process of applying the accounting policies, management has made the following judgments,
apart from those involving estimations, which have the most significant effect on the amounts
recognized in the financial statements.

Determining the classification of financial instruments

The Company exercises judgments in classifying a financial instrument on initial recognition either as a
financial asset, a financial liability or an equity instrument in accordance with the substance of the
contractual arrangement and the definitions of a financial asset, a financial liability or an equity
instrument. The substance of a financial instrument, rather than its legal form, governs its classification
in the statement of financial position.

In addition, the Company classifies financial assets by evaluating, among others, whether the asset is
quoted or not in an active market. Included in the evaluation on whether a financial asset is quoted in an
active market is the determination on whether the quoted prices are readily and regularly available, and
whether those prices represent actual and regularly occurring market transactions on an arm's-length
basis.

Estimates and assumptions

The key estimates and assumptions used in the financial statements are based upon management's
evaluation of relevant facts and circumstances of the financial statements. Actual results could differ
from those estimates. Presented below are the relevant significant estimates performed by
management in preparing the financial statements.

Estimation of medical claims, including IBNR
Estimates have to be made both for the expected ultimate cost of claims reported at the reporting date
and for the expected ultimate cost of IBNR, which is determined by the Company using an actuarial

process. It can take a significant amount of time before the ultimate claims cost can be established with
certainty.

The Company provides for IBNR for the estimated ultimate cost of all claims incurred but not settled at
the reporting date for all in-force agreements as of reporting date. The estimate is based on factors such
as reporting date time lag, claim backlogs and on the claims incurred and reported during the year.

Recognition of deferred income tax assets

Deferred income tax assets are recognized to the extent that it is probable that sufficient future taxable
profits will be available against which these can be utilized. Significant management judgement is
required to determine the amount of deferred income tax assets that can be recognized, based upon the
likely timing and level of future profits together with future tax planning strategies.



6. CASH AND CASH EQUIVALENTS
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2023 2022
Petty cash fund and cash on hand ] 16,070 R 16,070
Cash in banks 7,064,768 1,150,734
Cash equivalents 18,808,043 24,084,288

R 25,888,681 R 25251092

Cash in banks represents cash and deposits with several local and commercial banks in terms of savings
and current accounts. Cash equivalents are short-term time deposits subject to 1% to 4.75% interest
rate per annum. Interest income earned from bank deposits net of final taxes amounted to R397,775
and R348,782 in 2023 and 2022, respectively.

Petty cash fund pertains to working capital funds wherein small amount of expenses are being disbursed.

MEMBERSHIP FEES RECEIVABLE

This account pertains to the fixed amount that the Company charges its clients for healthcare services as
specified in the HMO Agreement which have accrued and uncollected as of the end of accounting period
amounting to #14,148,318 and £9,406,061 as at December 31, 2023 and 2022, respectively.

DEPOSIT TO HEALTH CARE PROVIDERS
This account represents funds deposited to healthcare providers to defray for the medical and

hospitalization expenses of its members amounting to P30,565 and £320,867 as at December 31, 2023
and 2022, respectively.

OTHER CURRENT ASSETS
2023 2022
Creditable withholding taxes B 356,966 B 268 459
Advances to employees 200,401 14,742
Advances to Supplier 2245 42,995
Accrued Interest Receivable 40,250 25 154
r »
Accounts Receivable - Others 25 659 =
’
Input Taxes 111,895 5376
p
737,415 P 356,726
PROPERTY AND EQUIPMENT
(:fﬁce{ SoZt Transportation Construction Website
]
:‘UP. = . Development
urniture Equipment In Progress Total
Cost:
January 1, 2022 133,299 400,000 - 43000 g.5 999



Additions 30,000

December 31,
2022 163,299 400,000 - 45,000 608,299
Additions 42,995 - 40,077 13,800 96,372
December 31,
2023 206,294 .0 il 5,900 705,171
Accumulated Depreciation:
January 1, 2022 31,653 130,000 - 161,653.00
Depreciation 9,973 70,000 . ©79,973.00
December 31, }
2022 41,626 200000 241,626.00
Depreciation 25,543 79,961 . " 109,503.61
December 31,
2023 71,169 279,961 - 351,129.61
Net carrying amount:
December 31, 121,673 200,000 ; 45,000 366,673
2022
ZD;;;""“" i, 135,125 120,039 40,077 58,800 354,041
11. ADVANCES TO RELATED PARTIES
2023 2022
Beginning Balance 2 1,464,897 PR 4,114,897
Amount credited = Due from Related Parties -0- 2.650,000
B 1,464,897 R  1.464,897

On September 2017, a property owned by the Company located at Brgy. Timbao, Bifian with an area of
12,470 sqm. were disposed and sold to a certain corporation. A portion of the proceeds amounting to
P14,954,248 were advances to related parties. The advances from the related parties being credited
were used by the Company to support and to meet various operations expenses mostly to overcome the
higher risk of medical activities of members in the ordinary course of business.

12. CLAIMS RESERVE

2023 2022
DUP and Medical & Hospital Bills B 13,273,666 P 6,849,767
IBNR and claims handling reserves 4,192,681 1,837,160
B 17,466,347 R 8,686,927

13. MEMBERSHIP FEE RESERVES

2023 2022
Beginning balance B 12,241,719 R 6,844,256
Membership fees during the year 40,349,328 19,667,819
Membership fees earned . (28,725,430) (14,270,356)
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Ending balance P 23,865,617 R 12,241,719
14. ACCOUNTS AND OTHER PAYABLES
2023 2022
Accounts payable -Trade R 1,093,102 R 998,284
Output Tax payable 514,767 189,626
Withholding taxes payable 296,497 111,367
SSS, PHIC, HDMF contributions payable 19,982 12,963
5SS, HDMF loans payable 8,582 19,547
Other payables 88,705 2,500
R 2,021,635 & 1,334,287
15. SHARE CAPITAL
2023 2022
Shares Amount Shares Amount
Authorized, subscribed and paid-up
at R100 par value per share 100,000 # 10,000,000 100,000 &£ 10,000,000
16. UNDERWRITING EXPENSES
2023 2022
Healthcare benefits and claims “ 36,727,184 R 9,711,095
Commissions 4,929,361 1,877,217
Provision for IBNR and claims 2,513,124 2,517,361
Insurance 59,201 32,686
R 44,228,870 R 14,138,359
17. ADMINISTRATIVE EXPENSES
2023 2022
Salaries and benefits kB 7,924,104 R 5,373,859
Professional fees 491,786 485,000
Taxes and licenses (Note 21) 295,323 125,024
SSS, HDMF, PHIC contributions 406,300 310,115
Communication 172,694 111,413
Depreciation (Note 10) 109,504 79,973
Office supplies 109,344 96,859
Power, light and water --0-- -=Q--
Representation and entertainment 284,644 804,010
Transportation and travel 43,223 26,108
Bank charges 5,220 -0--
Gasoline and oil 25,746 5,281
Utilities 21,779 --0--
Repairs and maintenance 36,309 -0--
Postage 3,820 9,684
Seminars and training 25,990 81,994
Miscellaneous 22,619 321,368
] 9,078,405 PR 7,830,688
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18. RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if one of the parties has the ability, directly or indirectly, to control
the other party or exercise significant influence over the party in making financial and operating
decisions. Parties are also considered to be related if they are subjected to common control or common
significant influence. Related parties may be individuals or corporate entities.

In the ordinary course of business, the Company transacts with its affiliates, and with certain directors,
officers, stockholders, and other related interests. These transactions are made substantially on the

same terms and conditions as transactions with other individuals and businesses of comparable risks.

The significant transactions and outstanding balances of the Company with the related parties follows:

Outstanding Balance
Nature of Amount of Terms and
Related Party transaction  Year transaction Receivable Payable conditions
2023 P —0-  P1,464,897 = insetured nom
Affiliate Advances to interest bearing;
companies affiliates 2022 P2,650,000 P1,464,897 - No impairment

19. INCOME TAXES

The reconciliation of the provision for income tax computed at statutory income tax rate to the income
tax expense shown in the statements of income is as follows:

2023 2022
Income (Loss) before income tax £ (25,133,063) ] (7,300,915)
Income tax at statutory income tax rates R (5,026,613) P (1,460,183)
Addition to (reductions in) income tax resulting
from the tax effects of:
Interest income subject to final tax (69,756) (79,555)
Non-deductible expenses -0- 132,261
Expired NOLCO and MCIT 58,734 1,419,853
R (5,037,635) p (12,376)
Components of the Company’s deferred tax assets follows:
2022 2021
MCIT ] 85707 R 173,512
NOLCO 3,312,767 3,236,018
R 3398474 R 3,409,530

Components of the Company’s MCIT and NOLCO that can be claimed as deduction from future taxable
income follows:
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MCIT:
Year Incurred Amount Applied Expired Balance Expiry Date
2022 R 1,320 - - R 1,320 2025
2021 25,653 - - 25,653 2024
2020 58,734 - 58,734 - 2023
Total R 85,707 - 58,734 P 26,973

NOLCO:
Year Incurred Amount Applied Expired Balance Expiry Date
2023 25,481,845 - - 25,481,845 2026
2022 7,037,384 7,037,384 2025
2021 4,702,727 - - 4,702,727 2026
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2020 3,858,976 3,858,976 2025

Total 2 41,080,932 - = R 41,080,932

On March 26, 2021, the Republic Act (RA) 11534, known as “The Corporate Recovery or Tax incentives
for Enterprises Act” (Create Act), was passed into law. The salient provisions of the Create Act applicable
to the Company are as follows:

1. Effective July 1, 2020, the corporate income tax rate is reduced from 30% to 20% for domestic
corporations with net taxable income not exceeding P5,000,000 and with total assets not exceeding
P100,000,000, excluding land on which the particular business entity’s office, plant, and equipment
are situated during the taxable year for which the tax is imposed at 20%. All other domestic
corporations and resident foreign corporations will be subject to 25% income tax;

2. Minimum corporate income tax (MCIT) rate reduced from 2% to 1% effective July 1, 2020, to June
20, 2023;

3. Percentage tax reduced from 3% to 1% effective July 1, 2020, to June 30, 2023; and

4. The imposition of improperly accumulated earnings is repealed.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company's financial instruments consist of cash and cash equivalents, deposits and claims payable.
The main purpose of these financial instruments is to fund the Company's operations.

The Company is exposed to a variety of financial risks which result from both its operating and investing
activities. The Company's risk management is coordinated with the Board of Directors (BOD) and focuses
on actively securing the Company's short to medium-term cash flows by minimizing the exposure to
financial market.

The main financial risks arising from the financial instruments are credit risk and liquidity risk. The BOD
regularly reviews and approves the appropriate policies for managing these financial risks, as
summarized below:

Credit risk

Credit risk is the risk that the Company will incur a loss because its counterparties fail to discharge their
contractual obligations. The Company manages and controls credit risk by doing business only with
recognized, creditworthy third parties. Receivables are monitored on an on-going basis with the result
that the Company's exposure to possible losses is not significant.

With respect to credit risk arising from cash and cash equivalents, the Company’s exposure to credit risk
arises from default of the counterparty with a maximum exposure equal to its carrying amount. Cash in

bank is deposited with reputable commercial banks duly approved by management and is available for
withdrawal.

Maximum credit risk is equal to the gross amount of these instruments as follows:

2023 2022
Cash and cash equivalents R 25,888,681 PR 25,251,092
Membership fees receivable 14,148,318 9,406,061
Deposits - -
] 40,036,999 R 34,657,153

The table below summarizes the Company's financial assets based on aging:
Neither past  Past due but not
duenor impaired -Less Past due and

impaired than one year impaired Total

Cash and cash equivalents k 25,888,681 - - R 25,888,681
Membership fees receivable 14,148,318 - - 14,148,318
- 40,036,999 ~ - P 40,036,999
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Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. The Company’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation.

The Company monitors and maintains a level of cash deemed adequate by the management to finance
the Company's operations and mitigate the effects of fluctuations in cash flows.

The table below summarizes the maturity profile of the Company's financial liabilities based on
contractual undiscounted payments:

More than  More than one
Within three  three months year but less

months to one year than five years Total

Claims reserves = 17,466,347 - - B 17,466,347
Membership fee reserves 23,865,617 - - 23,865,617
Accounts and other payables 2,021,635 - - 2,021,635
43,353,599 43,353,599

Capital Management

The Company maintains a capital base to cover inherent risks in the business. The primary objective of
the Company's management is to ensure that it maintains a healthy capital in order to support its
business and maximize shareholder value.

The Company considers the following as its capital:

2023 2022
Capital stock B 10,000,000 R 10,000,000
Retained earnings (11,793,573) 8,301,855
2 (1,793,573) & 18,301,855

Regulatory Framework

Regulators are interested in protecting the rights of the enrolled members and maintain close vigil to
ensure that the Company is satisfactorily managing the affairs for their benefit. At the same time,
regulators are also interested in ensuring that the Company maintains appropriate solvency position to
meet liabilities arising from claims and that the risk levels are at acceptable levels.

The or_:er_ations of the Company are subject to regulatory requirements of the Philippine Insurance
Fommussmn (IC). Such regulations not only prescribe approval and monitoring of activities but also
impose certain restrictive provisions (e.g., financial capacity requirements).

Financial Capacity Requirements

The Insurance Commission (IC) provided financial capacity requirements for HMOs when it issued
Circular Letter CL No. 2016-41 dated July 29, 2016. The circular was further amended by CL No. 2017-50
dated October 30, 2017 and CL No. 2019-74 dated December 27, 2019. The following summarizes the
C'om;oany’s compliance with financial capacity requirements for HMOs in accordance with the said
circulars:

Minimum paid-up capital
The minimum paid-up capital requirement for HMOs is at least R10,000,000 which the Company is
deficient amounting to P1,793,573 which is below the required as indicated above.
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During the year the Company infused an aggregate amount of P9,500,000.00 and recorded to Future
Stock Subscription hence, the Company have no sufficient authorized Capital Stock to cover. On the
special meeting of the Board on December 15, 2023, the Company decided to file with the Securities and
Exchange Commission (SEC) an application for an increase of Capital Stock from P10,000,000 to
P24,008,400.00 by way of debt to equity ratio.

Deposit requirement

The minimum deposit requirement is at least 25% of paid-up capital or 85,000,000, whichever is higher.
In compliance with the said requirement the Company has time deposit in a trustee bank duly approved
by the IC and presented in cash and cash equivalents.

Risk-based capitalization
The Company is subject to maximum risk on membership fees determined by the following:

Paid-up Capital (PUC) Maximum Gross Membership Fees

Up to R50 million 5 times of PUC

More than R50 million up to R75 million 10 times of PUC

More than £75 million up to 2200 million 15 times of PUC

More than £200 million up to £300 million 25 times of PUC

More than 2300 million up to 2400 million 30 times of PUC

More than R400 million up to R500 million 50 times of PUC

More than 2500 million Ne Limit

Gross membership fees pertain to the total annual fees arising from healthcare agreements of pre-
agreed set of health services. Gross membership fees for the years 2023 and 2022 amounted to
£40,349,328 and R£19,667,819 respectively, which are below the maximum allowed gross membership
fees of R50 million or 5 times the Company’s paid-up capital. The final amount of gross membership fees
can be determined only after the accounts of the Company have been examined by the IC.

Net worth requirement

The minimum net worth requirement should not be less than the paid-up capital. The Company’s net
worth as of December 31, 2023 and 2022 amounted to (P1,793,573} and #18,301,855, respectively,
which are above its paid-up capital. The final net worth can be determined only after the accounts of the
Company have been examined by the IC.

Liquidity requirement
The Company is required to maintain an acid test ratio of at least 1.0. The Company’s acid test ratio as of
December 31, 2023 and 2022 are .77 and 1.59, respectively, in accordance with the said requirement.

The final acid test ratio can be determined only after the accounts of the Company have been examined
by the IC.

The acid test ratio is calculated by dividing the current assets with current liabilities defined by the IC as
follows:

Current assets are composed of cash and other assets that are reasonably to be realized in cash or
intended for sale or consummation within 12 months after the reporting period (balance sheet date), or
the normal operating cycle of the business, unless it is restricted from being exchanged to settle a

liability for at least 12 months after the reporting period identified and verified by the IC as current
assets.

Current liabilities are composed of claims payables, health fund/administrative services only (ASO),
reserves, and "obligations reasonably expected to be settled within the normal business operating cycle,
that (a) is due within 12 months after balance sheet date, (b) is held primarily for the purpose of being
traded, (c) does not have an unconditional right to defer settlement of liability for at least 12 months
after the balance sheet date”.



Declaration of dividends

All domestic HMOs are restricted from declaring dividends on its outstanding stocks unless the minimum
paid-up capital and net worth requirements are met. The Company has not declared or paid any

dividends for the periods presented.

21. SUPLEMENTARY INFORMATION UNDER REVENUE REGULATION NO. 15-2010

Presented below are the supplementary information which are required by the Bureau of Internal
Revenue (BIR) under existing revenue regulations to be disclosed as part of the notes to financial

statements.

Details of the taxes and licenses account follows:

2023 2022
Business permits and licenses R 102,923 84,124
IC license and filing fees 191,900 40,400
Others 500 500
p 295,323 125,024

Details of the withholding taxes remitted during the year are as follows:

2023 2022
Withholding tax on compensation B 833,118 712,156
Expanded withholding tax 1,341,595 303,697
R 2,174,713 1,015,853

22. EVENTS AFTER THE REPORTING PERIOD

The Company now is in the process of filing with the SEC for the increase in Capital Stock as mention in Notes
20. An additional cash infusion amounting to P4,508,400 were advances by the Stockholders to cover the
deficit on Equity and contemplating on more advances to sustain the operational requirement of the

Company.

The company is in the process of preparing the required policies and procedures or even internal controls to
strengthen the operation to support the implementation of IFRS 17 as required by the standard for the

industry selling insurance product.
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16 Net Tax Payable (Overpayment) (ftem 14 Less ltem 15) (From Part IV Item 56) (356.966)
Add Penalties
17 Surcharge 0
18 Interest ]
19 Compromise 0
20 Total Penalties (Sum of items 17 to 15) 0
21 TOTAL AMOUNT PAYABLE (Overpayment) (Sum of ltem 16 and 20) (356,966)
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Signatory N Signatory TIN 4
_Part il - Details of Payment
Particulars Drawee BankiAgency Number Date (MM/DD/YYYY) A
{23 Cash/Bank Debit Memo 0
|24 Check
{25 Tax Debit Memo 0
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1 1 | 0
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L i
131%02":';% Annual Income Tax Return §
January 201B{(ENCS) Corporation, Panmhipnaé\guog:l:g\mqu:ﬁ: ;I'aq:aynr Subject Only to i
Page 2 [l
1702-RT 01/18ENCS P2
Taxpayer Identification Number (TIN) Registered Name
000 - 897 ~ 448 - D00 HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILS
Part IV - Computation of Tax (Do NOT enter Cantavos)
27 Sales/Receipts/Revenues/Fees 28,725,430
28 Less. Sales Retums, Allowances and Discounts 0
29 Net Sales/Receipts/Revenues/Fees (item 27 Less item 28) 28,725.430
30 Less: Cost of Sales/Services 44,228,870
31 Gross Income from Operation (/lem 28 Lass ftlem 30) (15,503,440)
32 Add: Other Taxable Income Not Subjected to Final Tax 0
33 Total Taxable Income (Sum of tems 31 and 32) (15,503.440)
Less: Deductions Allowable under Existing Law
34 Ordinary Aliowable temized Deductions (From Part VI 9.078 405
ISchedule I Item 18) Sl
35 Special Allowable temized Deductions (From Part VI 0

Schedule 11 Item 5)
36 NOLCO (only for those {axable under Sec. 27(A ta C);

Saec. 28(A)(1) & (A)(6)(b) of the tax Code) (From Part VI 0
Schedule I1I Item 8)
37 Total Deductions (Sum of ftems 34 (o 36) 9,978,405
OR [in case taxable undar Sec 27(A) & 28{A)(1)]
38 Optional Standard Deduction (40% of flem 33) | 0
Fla Net Taxable Income/(Loss) (If temized: tem 33 Less ftlem 37; If OSD: ttam 33 Less Hem 38) _[ (25,481,845) ]
IAD Applicable income Tax Rate I 30 % J
41 Income Tax Due other than Minimum Corporate Income Tax (MCIT) {ltem 39 x item 40) 0
42 MCIT Due (2% of lfem 33) 0
43 Tax Due (Normal Income Tax Due in Itern 41 OR the MCIT Due in ltem 42, whichever is higher) 0
(To Part Il tem 14)
Less: Tax Credits/Payments (attach proof)
144 Prior Year's Excess Credits Other Than MCIT 268,459
|45 Income Tax Payment undar MCIT from Previous Quarter/s 0
46 Income Tax Payment under Regular/Normal Rate from Previous Quarter/s 0
47 Excess MCIT Applied this Current Taxable Year (From Part VI Schedule IV Item 4) 1]
48 Creditable Tax Withhald from Previous Quarter/s per BIR Form No. 2307 1]
48 Creditable Tax Withheld per BIR Form No. 2307 for the 4th Quarter 88,507
50 Forelgn Tax Credits, if applicable 0
|51 Tax Paid in Retum Previously Filed, if this is an Amended Relum 1]
52 Special Tax Credits (To Part \ Iter 58) 0
|Other Credits/Payments (Specify)
fss 0
fo4 5
&
Ig, Total Tax Credits/Payments (Sum of Items 44 to 54) (To Part II Item 15) 356,966
ISE Net Tax Payable / (Overpayment) (ltem 43 Less ltem 55} ) (To Part 11 Item 16) (358,968)
L - Part V - Tax Relief Availment
157 Special Allawabile ltemized Deductions (ltem 35 of Part IV x Applicable Income Tax Rata) ]
58 Add: Special Tax Credits (From Part 1V ftem 52)
|59 Total Tax Remer Availment (Sum of ffems 57 and 53]
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"
1B %oznjﬁer Annual Income Tax Return Hﬂ
Jmua% fgl 8 ;ENCS) Corporation, PartﬂershipRaEn;umrI:::::dmd::lt:mar Subject Only to
1702-RT 01/1BENCS P3
Taxpayer ldentification Number (TIN) Registered Name
000 - B97 =443 =000 HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILS
I Schedule | - Ordinary Allowable ltemized Deductions (Aftach additional sheel/s, if necessary) |
T 0
2 Bad Debits 0
3 Charitable Contributions 0
4 Depletion L)
5 Depreciation 109,504
6 Entertainment, Amusement and Recreation 284 644
7 Fringe Benefits 0
8 Interest 0
9 Losses 0
10 Pension Trust 0
11 Rental 0
12 Research and Development 0
13 Salaries, Wages and Allowances 7,924 104
14 SSS, GSIS, Philhealth, HDMF and Other Contributions 408,300
15 Taxes and Licenses 295,323
16 Transportation and Travel 43,223
17 Others (Deductions Subject to Withhoiding Tax and Other Expenses) [Specify below: Add additional
sheel(s), if necessary]
a Janitorial and Messengenal Services 0
b Professional Fees 491,786
¢ Security Services o
d TELEPHONE AND COMMUNICATION EXPENSES 172,694
e OFFICE SUPPLIES 109,344
f TRAINING SEMINAR ASND CONFERENCES 25,990
g GASOL INE EXPENSES 25,746
h REPAIRS AND MAINTENANCE 36,308
i MISCELLANEOUS EXPENSES 53,438
&
Uﬂ Total Ordinary Aliowable Itemized Doductions (Sum of Hems 1 to 17i) (To Part IV Jtern 34) | 9,076.405 |
I__Mpecial Aliowable ftemized Deductions (Aflach additional sheal/s, rfnecessa_r)_fL__]
Description ——"’_Legal Basis W_-_‘
! :
3 0
n 0
0
— e —
5 Total Special Allowable temized Deductions (Sum of items 1 to 4) (To Part TV ﬁﬁ.“—_m” T ]
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BIR Form No.
1702-RT Annual Income Tax Return mmm%ﬁll "l
Corporation. Partnership and Other Non-individual Taxpayer Subject Only to oo
Januar\':: 'zgﬂENCSl REGULAR Income Tax Rate 1702-RT 01/18ENCS P4/
Taxpayer ldentification Number (TIN) Registered Name
000 - 887 - 448 - 000 HEALTH CARE & DEVELOPMENT CORPORATION OF THE PHILS
l Schedule il - Computation of Net Operating Loss Carry Over (NOLCO) ]
1 Gross Income (From Part IV Irem 33) (15,503,440)
2 Lass: Ordinary Allowahle emized Deductians (Fram Purt VI Schedule | ftem 18) 0,978,405
3 Net Operating Loss(ltam 1 Less fem 2) (To Schedule IIIA, Item 7A) (25,481,845)
[dsachedule A - Computation of Available Net Operating Loss Carry Over (NOLCO) (DO NOT enter Centavas, 49 Centavos or Less drop I
wn; 50 ar more round up)
Net Operating Loss _I . .
B) NOLCO Applisd Pravious Year
Year Incurred | A) Amount ]
|4 2023 25,481,845 0
{5 2022 7,037,384 0
s 2021 4,702,727 0
{7 2020 3,858,876 0

Continuation of Schedule 1A (kem numbers continue from table abave)

ENOLCD Expired D) NOLCO Applied Gurrent Year E‘;‘f;?g:;ﬂléng lénfsﬂlUﬂaDDhedl I

F 0 0 25,481,845
s 0 0 7.037,384
|6 0 0 4,702,727
F 5 0 3,858,976
8 Total NOLCO (Sum of ltems 4D to 7D) (To Part IV, 0
Item 36)
Echodule IV - Computation of Minimum Corporate Income Tax (MCIT) |
T N
I Year I A) Normal Income Tax as adjusted l B) MCIT CYExcess MCI :;fr el Inmmel
12020 (] 58,734 58,734
22021 4] 25,653 25,653
3 2022 0 1,320 1,320
Continuation of Schadule IV (ffem numbers continue from tahle above)
OB MerT ) , . ; G) Balance of Excess MCIT Allowable
e e phhedisedin | &) Expired Portion of Excess Mo | F) EXcess MCIT Applled this |7 Ta[xGCEegit for Sgt;egd;n’%\;’eaﬂs
1 0 58,734 0 0
2 0 0 0 25,663
3 0 0 0 1.320
Total Excess MCIT Applied (sum of ttems 1F tn 4F) (To Part IV ftem 47) 0
l Schedule V - Reconciliation of Net Income per Books Against Taxable Income (altach additional sheet/s, if necessary) l
[1 Net Income/(Loss) per books = | (25,133,064)
Add: Non-deduclible Expenses/Taxable Other Income —
2
0
3
7 0
&
4 Total (Sum of ltems 1 10 3) ! (25,133
Less: A) Non-Taxable Income and Income Subjected to Final Tax —
5 INTEREST INGOME SUBJECT TO FINAL TAX )
348,784
6
- (1]
L]
| —— —_— e
B) Special Deductions
7
. 0
— 0
(]
9 Total (Sum of items 5 ta 8) 348781
10 Nel Taxable Income/(Loss) (ltem 4 Less Item 8) {25,481 ;5&5)
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