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ASA Philippines Foundation
For The Poor With Hearifelt Dedication

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of ASA Philippines Foundation, Inc. is responsible for the preparation
and fair presentation of the financial statements for the years ended December 31, 2011
and 2010, in accordance with Philippine Financial Reporting Standards (PFRS), including
the following additional supplemental informanion filed separately from the basic
financial statements:

a. Schedule of PFRS Effective as of December 31, 2011
b. Schedule of Revenues and Expenditures

Management responsibilicy on the financial statements includes designing and
implementing internal controls relevant o the preparation and fair presentation of
hnancial statements that are free from material musstatement, whether due 1o fraud or
error, selecting and applying appropriate accounting policies, and making aceounting
estimates thar are reasonable in the circumstances.

The Board of Trustees reviews and approves the financial statements and submits the
same to the members.

Punongbayan & Araullo, the independent auditors appointed by the stockholders, has
examined the financial statements of the Foundation in accordance with Philippine
Standards on Auditing and, and 1n 1ts report to the Board of Trustees and members, has
expressed its opinion on the fairness of presentation upon completion of such
examination.
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The Board of Trustees

ASA Philippines Foundation, Inc.

(A Nonstock, Noaprofit Organization)
Unit 509 Prestipe Tower, F. Ortigas |r. Street
Ortigas Center, Pasig Caty

Report on the Financial Statements

We have audited the accompanving financial statements of ASA Philippines
Foundation, Inc., which comprise the statements of assets, lisbilities and fund balance
as at December 31, 2011 and 2010, and the statements of comprehensive income,
statements of changes in fund balance and statements of cash flows for the years then
ended, and a summary of sigmficant accounang policies and other explanatory
information

Managemeni’s Regponsthility for the Finencral Siatemenis

Management 15 responsible for the preparation and fair presentaton of these financial
statements in accordance with Philippine Financial Reporting Standards, and for such
internal control 2s management determines is necessary to enable the preparation of
fnancial statements that are free from marenal misstatement, whether due to fraud o
Error.
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Q Punongbayan & Araullo

Auditors” Respongbility

Chur responsibility 15 1o express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards: on
Audinng, Those standards require that we comply with cthical requirements and plan
and perform the sudit to obtain reasonable azsurance about whether the financial
statements are free from material musstatement

An audit involves performing procedures to obeain sudit evidence about the amounts
and disclosures in the financial statements. The procedures selecred depend on the
auditor's judgment, including the assessment of the nsks of matenal misstatement of
the Anancial starements, whether due to fraud or error, In making those nsk
assessments, the auditor considers intermnal control relevant to the entity’s preparation
and fair presentation of the financial statermnents in order 1o design avdit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
optmion on the effectveness of the enbty’s iternal conmol. An audie also includes
evaluating the appropriateness of accountng policies used and the reasonableness of
accounting estmates made by management, as well as evaluating the overall
presentaton of the financial statements.

We believe thar the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion

Qo

In cur opinicn, the financial statements present faiely, n all marenal respects, the
assets, habilities, and fund balance of ASA Philippines Foundation, Inc. as of
December 31, 2011 and 2010, and its financial performance and 1ts cash flows for the
years then ended in aceordance with Philippine Financial Reporting Standards,
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4:.’! Punongbayan & Araullo

Report on Other Legal and Regulatory Requirements

Ot audits were conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole, The supplementary informanon for the year
ended December 31, 2011 required by the Bureau of Internal Revenue as disclosed
Mote 19 to the Anancial statements is presented for purposes of addinonal analysis
and is not 4 required part of the basic Anancial statements prepared 10 accordance
with Philippine Financial Reporting Standards. Such supplementary mformation 15
the responsibility of the management. The supplementary information has been
subjected to the audinng procedures applied in the audit of the basic financial
statements and, in our opinton, is faidy stated in all marenal respects in relation to the
basic financial sfarements taken as 2 whole.

PUNONGBAYAN & ARAULLO
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ASA PHILIPPINES FOUNDATION, IMNC.
{4 Nonstock, Nonprofit Organization)

STATEMENTS OF ASSETS, LIABILITIES AND FUND BA
DECEMBER 31, 2011 ANT) 201
{Amounts in Philippine Pesos)

ASSETS
CASH AND CASH EQUIVALENTS
LOANS RECETIVABLE - Net
OTHER RECEIVABLES
PROFERTY AND EQUIPMENT - Net

RENTAL DEPOSITS

TOTAL ASSETS

LIABILITIES AND FUND BAILANCE

LOAMNS PAYABLE

CAPITAL BUILD-UP AND
LOCEED IN CAPITAL BUILD-UP

RETIREMENT BENEFIT OBLIGATION
OTHER LIABILITIES
TOTAL LIABILITIES

FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

Mores
i P 158,937 607 P 76,478,334
fi 1,217,792.B16 20828617
f 44,121,342 26602078
26,700,000 23,050,000
17 4,455, (M5 3150645
P 1.452,006,771 I* 030115519
P 158,297,950 P 1251497950
S 769,543,370 525,R53, 490
4 45,200,000 ZE.046,000
I 168,528,575 109378125
1,171,570,295 TRA4TS 565
280,436,476 161,639,954

P 1,452,006,771

P 9540.115.519

ClLAIVED




ASA PHILIPPINES FOUNDATION, INC.

{A NMonstock, Nonprofit Organization)
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010
{Amounts in Philippine Pesos)

MNotes 2011 2010
REVENUES
Zervice fees i P 667,531,752 P 398500114
Membershup fees & 16,194,660 14,241,740
COither revernues i 5,549,403 3,345,135
689,275,815 416,086,990
OPERATING EXPEMSES
Proqect cost 1 498,654,054 303,273 546
Laeneral and admaniziranve EXPENES 13 71,820,234 4 B4 00 s
570,479,293 368,117,511
EXCESS OF REVENUES OYVER EXPENSES 118,796,522 47 969 479
OTHER COMPREHEMNSIVE INCOME
TOTAL COMPREHENSIVE INCOME P 118,796,522 P 47 96% 4709

See NMores fo Financial Sfatements.




ASA PHILIPPINES FOUNDATION, INC.
(A Nonstock, Nonprofit Otgranization)
STATEMENTS OF CHANGES IN FUND BALANCE

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

fAmounts in Philippine Pesos)

2011
GRANTS AND CONTRIBUTIONS P 41360,000
RESULTS OF OPERATIONS
Balance at begiming of vear 120,279,054
Total comprehensive income 118,796,522
Balance at ¢nd of year 239,076,476
TOTAL FUND BALANCE P 280,436,476

See Notes to Financial Staremenis,

2010

P 41360000

72,310,475
47.969.479

120,279,954

P 161639954




ASA PHILTPPINES FOUNDATION, INC.
(A Mewtsrock, Nompreofis Orraniration)
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 21 AN 2(H4
{Aemanmis fo Plelppome: Prsos)

et 2071 il
CASH FLOWS FROM OPERATING ACTIVITIES
Iixpose of sovemns over capeiss P 118,756,522 LB b T |
Yilbabrierds b
Impairmern hiss E b 089, 157 45,545 700
Irarerisst on borrerwed fonds 12 12,346,514 T
[emrecation and posestizan T 0,064,573 625732
Tiaterust it L] i 1,1 '\.qpﬁ?'} ] [ TATI87)
Lmorianon of dEcounts e inerest-free Ians 9 - = 4. 33725
[ "rl\.ﬂ.‘ll:rf_' ehties of rEveinies aviet (b ki L) lswfrire wisthis i ikl o |"|'|§,'|'-' mﬁlhl_ﬁﬂ'{ 111348 135
tgrcase in loans rocervable i dn 624 145y AEALA0 O3 )
Imorease i orther receavahles i FLaET A § ! 14 008 136
lgnare m remial deposts i 1298 818 | H21,549 !
| mrorcmsr 1 I:i.r-"!1.| :'III.1.:.I-|J|' and hacked i J'Ili‘,l il ZIMHEI‘,‘HED 1594 104 728
Ingseacse 1 cebrerment benetn oblienon 17,154,000 13,404, 06K
Imerease bn orher labiliries S0, 150, B30 40,517,205
i arh _I{i.ll.l\.'rlll.ll Froem iged i) EE e TATRTIES -IM'MJ:‘FT ' 673,500
ImicecsT vl 11553379 TRT.IET
Clash paid for isoame s { IRLOTG [ 1A%
Mot Cach Feom (Used m Clperating Achvibgs e AN EG K] [ 105619

UASH FLOWES FROM INVESTING ACTIVITY
I'I-\.Illi-".l:.-l|:- Lif r\.r'lru, T .j:._' _.\_||: “HTen 1 f |J-\.".:|j'1'|575 F

Y= s
(AT Y

CASH FLOWSE FROM FINAMCING ACTIVITIES

PProgieds trom lman avalments &7 N, LW 2R 2T050
Povmecant of ko ngeale i L%, W0 Ca0H) { TH B
| iteeeey |'|.n|_| [ 12 540,414 ] i TGS
Pt Cash Dot Faiaeg HHE IIE 53,753, 186 L [T e B
NET INCREASE [N CASH AND CASH EQUIVALENTS B2 459278 J1.TIRAS
CASH AND CASH EQUIVALENTS AT BEGINMNING OF YEAR 'l"ﬁ|415=’|34 54750 0E]
CASH AND CASH EQUIVALENTE AT EXND OF YEAR PO15RAT 60T ' THATRAN

See Nores fo Frmi.l:u'.r.ll ."i-L'Jn'rrJIrr!r.v.'.




ASA PHILIPPINES FOUNDATION, INC.
{4 Noenstock, Nonprofit Organization)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
{Amounts in Philippine Pesos)

1 CORPORATE INFORMATION
LI Foundation fnformation

ASA Philippines Foundation, Inc. (the Foundadon or ASA) was incorporated and
registered with the Phalippine Securities and Exchange Commission on

July 9, 2004 with Registration Certificate WMo, CN 2004-00459, and with the objecuves
to (a) provide etficient and affordable financial services to the poor for theie
Income-generating activities; (b} build an effectve and efficient muicrofinance
mstitution tor sustainable delivery of microfinance services to the entrepreneurial poor;
and (c) facilitate the convergence and provision of other social services for the poor,

The ASA Program provides:

fa) Microfinance services to guabfied poor, low-income women engaped tn micro and
small scale enterprses;

{&) Financial and other forms of assiseance to tts members in case of death and
calamines and college scholarship for deserving children of members, as part of
social services to the poor; and,

fcl Business development services for the members 10 improve efficiency in
enterprise mattagement.

As of December 31, 2011, the Foundadon has 290 branches operating in various
locations within Metro Manila and provincial areas,

The Foundanon’s registered office, which 1 also its pnncpal place of business, is
Jocated at Unir 509 Prestige Tower, F. Ortigas Jr. Street, Ortigas Center, Pasig City,

1.2 Approval of Financial Statements
The financial statements of the Foundation for the year ended December 31, 2011

{including the comparatives for the year ended December 31, 2010 were authonzed
tor issue by the Foundanon's Board of Trustees (BOT) on February 29, 2012,
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2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The sigmficant accounring policies that have been used 1n the preparaton of these
financial statermnents are summarized below, The policies have been consistently
applied vo all years presented, unless otherwize stated.

2.1 Basis of Preparation of Financial Statemenes

fa} Statement of Compiiance with Philippine Financal Reporting Standards

The financial statemnents of the Foundaton have been prepared in accordance
with Phalippine Financial Reporting Standards (PFRE). PFRS are adopted by the
Finaneial Reporing Standards Council (FRSC) from the pronouncements issued
by the International Accoundng Standards Board.

These financial statements have been prepared wsing the measutement bases
specified by PERS for each nype of asser, hability, income and expense, The
measurement bases are more fully described in the accounting policies that follow.

Preseniation of Finandal Ntatements

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1, Precentatron of Fenancial Statzments. The Foundation presents all
items of iIncome and expenses m a single statement of comprehensive mcome.
Two comparative petiods are presented for the statement of financial position
(statement of assets, habilities and fund balance) when the Foundaton applies an
accounting policy retrospectively or makes a rerrospective restatement of items n
its financial statements, or reclassifies rems in the financial starements,

Functional and Presemtation Currency

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

[tems included in the Anancal staatements of the Foundadon are measured using
its funcoonal currency. Functional currency is the primary economic environment
int which the Foundation OpEraes,
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2.2 Adoption of New and Amended PFRS
fa) Effective in 2017 that are Relerant ta the Foundaizon

In 2011, the Foundanon adopted the following amendments, interpretation, and
annual improvements to PFRS that are relevant to the Foundaoon and effectve

for financial statements for the annual penod begponing on or after
January 1, 2011:

PAS 24 {Amendment] :  Related Party Disclosures
Philippine Interpretanons

International Financial

Reporting Interpretations

Commuttee (IFRIC) 14 :  Prepayment of a Minimum Funding
{Amendment) Requirement
Vanous Standards 2010 Annual lmprovements to PFRS

Dhscussed below are relevant informanon about these interpretadon and amended
srandards.

M PAS 24 (Amendment), Redoved Party Divclsares (effective from
fattuary 1, 2011}, The amendment sunphﬁcf. and clarifies the definiton of
a related party by ehminatng inconsistencies in derermining related parey
relationships. The amendment also provides partial exemption from the
disclosure requirements for government-related enoties to disclose details
of all transacdons with the government and other povernment-relared
entities. The adopton of this amendment did not resulr in any significant
changes on the Foundation's disclosures of related parties in s financial
staberments.

(f)  Philippme Interpretation IFRIC 14 {Amendment), Prepaysrents of @ Mingomson
Funding Regutrensent {effectve from January 1, 2011}, This interpretation
addresses unintended consequences that can arise from the previous
requirernents when an enbty prepavs future contnbunons into 3 defined
benefit pension plan. It sets out puudance on when an endty recognizes an
asset in relation to a surplus for defined benchr plans based on PAS 19,
Emplayee Benefits, thar are subject to a minimum funding requirement. The
Foundanon 15 not subject to minimum funding requirements and its
retremnent plan is cutrently unfunded, hence, the adoption of the revised
standard has no mazenal effect on 1ts financial statements.



(i} 2010 Annual Improvements to PFRS. The FRSC has adopted the 2010
Improvemments ta PFES, Mast of these amendments became effective for
annual periods beginning on or afrer July 1, 2000 or January 1, 2011,
Among those improvements, only the following amendments were
idenofied 1o be relevant ro the Foundaton's financial statements but
which did not have any material impact on its financal satements:

e PAS 1 (Amendment), Presesiation of Fenanaal Statements: Clarification of
Statement of Changes in Equiry (effective from July 1, 2010}, The
amendment clarifies that, for each component of fund balance, an
entity may present an analysis of other comprehensive income either in
the statement of changes in fund balance or in the notes to the
financial statements. The amendment has no impact on the
Foundadon's financial statements since the Foundadon docs not have
other comprehensive income in both vears.

o PFERS 7 (Amendment), Finanaa! Insiruments: Clariffcation of Disclosyres
(effectve Bom January 1, 2011}, The amendment clarifies the
disclosure requirements which emphasize the interaction berween
quanfitatrve and gualitaove disclosures ahout the nature and extent of
risks arising from financial instraments. It also amends the required
disclosure of financial assets ncluding the finandal effect of collateral
held as secunty. This amendment has no significant effect on the
financial statements since the Foundadon already provides adeguate
information in its financial starements in compliznce with the

disclosure requirements.

{i)  Effectioe in 2077 buit are wot Relevant to the Foundation

The following amendments, interpretations and improvements to PFRS are
mandatory for accountng penods bepinning on or after January 1, 2011 but are
not relevant to the Foundadon’s financial statements:

PAS 32 (Amendment)

Philippine Interpretation
IFRIC 19

PFRS 1 {Amendment)

20110 Annual ]mp:m'mw:nl:s
PAS 21 (Amendment)

PAS 28 (Amendment)
PAS 31 (Amendment)
PAS 34 [Amendment)

PFRS 1 (Amendment’
PFRS 3 (Amendment)
IFRIC 13 {Amendment)

Firnancial Instruments: Presentation -
Classificatton of Rights Issues

Extngwshing Financial Liabilities with
Equity Instruments

First-orne Adopton of PFRS — Limited
Exempnon from PFRS 7
Comparative Disclosures

The Eftects of Changes in Foreign
Exchange Rates

Investment in Associates

Interests in Joint Ventures

Interim Financial Reporting -
Sigruficant Events and Transactions

First-ome Adopoon of PFRS

Business Combinations

Cuostomer Loyalty Programmes — Fair
Value Award Credits
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fe) Effectree Swbsequent to 2017 but wot Adopted Early

There are new PERS, amendments, annual improvements and interpretations to
existing standards that are effecove for periods subsequent 1o 2011,
Managerment has minally determined the following pronouncements, which the
Foundanon will apply in accordance with their transinonal provisions, to be
relevant to its financial statements:

0

(ai)

PAS 1 (Amendment), Fimandal Statenrents Presentation — Presentation of Itemes of
Ciiber Compretwensve Income (effectve from July 1, 2001} The amendment
requires an endty to group items presented in Other Comprehensive
Income into those that, in accordance with other PFRSs: () will not be
reclassified subsequently 1o profit or loss and (b} will be reclassified
subsequintly 1o peofit o loss when specific conditions are met. The
amendment is not expected to have a sipmficant impact on the
Foundation's financial statements as it has no other comprehensive
Income,

PFRS 7 (Amendment}, Finarsal Tniromensi: Diccloraores — Tranrfers of Finandal
Aspets (effective from July 1, 2011). The amendment requires additdonal
disclosures thar will allow users of fnancial starements to understand the
relationship between transferred financial assers that are not derecognized
in their entirety and the assodated labilities; and, to evaluate the nature of,
and risk associated with any conrinuing involvement of the reporting entity
in financial assets that are derecogrized in their entirety, The Foundation
does not usually enter inre this type of arranpement with regard to transfer
of financial asser, hence, the amendment may not significantly change the
Foundation's disclosures in ite fnancial starements,

PFRS 13, Farr Valie Measurement (effecove from January 1, 2013), This
standard aime to improve consistency and reduce complexity by providing
a precise defimtion of fair value and a single source of fair value
teasurement and disclosute requirements for use across PFRS. The
tequirements do not extend the use of fair value accounring but provide
gurdance on how it should be applied where its use is slready required or
permitted by other standards. The Foundanon 1s ver 1o assess the impact
of this new standard,

PFRS 9. Finasaal Inirsments: Classfeation and Measrement (effective from
January 1, 2015). This s the first part of a new standard on classification
and measurement of financial assets and financial liabilines that wall replace
PAS 39 in its entirety, This chapter deals with two measurement
categories for financial assers: amornized cost and fair value, All equiry
instruments will be measured ar fair value while debt mstruments will be
measured at amortzed cost only if the endry 12 holding it to collecr
contractual cash flows which represent payment of pnncipal and interest,
The accounting for embedded derivatives in host contracts that are
financial assefs ts simplified by removing the requirement to consider
whether or not they are clozely relared, and, in most arrangement, does not
require separation from the host contrace
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For habilines, the standard retams most of the PAS 39 requirements which
include amortized-cost accounang for most fAinancial kabilities, with
bifurcation of embedded denvatves. The main change s that, in case
where the fair value opoon is taken for financial labilines, the part of a fair
value change due to an ennty’s own credit nsk is recorded in other
comprehensive income rather than in profit or loss, unless this creates an
accounting mismatch,

To date, other chapters of PFRS 9 dealing with impairment methodology
and hedge accounung are sall being completed.

The Foundavon does not expect to implement and adopt PFRS 9 unail its
effecove date or until all chaprers of this new standard have been
published. In addition, management is currently assessing the impact of
PFRS 9 on the financial statements of the Foundation and it plans to
conduct a comprehensive study of the potental impacr of this standard to
assess the impact of all changes

23 Financial Assers

Fmancial assets are recognized when the Foundaton becomes a party to the
contractual rerms of the fnancial instruments, Financial assets other than those
designaced and effective as hedping instruments are classified into the following
categones: financial assets at fawr value throough profit or loss (FVTPL), loans and
receivables, held-to-mamnty invesrments and avatlable-for-sale financial assets,
Financial assets are assigned to the different catepones by management on initial
recogninon, depending on the purpose for which the invesmments were acquared.

Regular purchases and sales of financial assets are recognized on their trade date. All
financial assers that are not classified as at FVTPL are initially recognized at fair value
plus any directly antributable transactdon costs. Financial assets carried at FVTPL are
initally recorded at fair value and transaction costs related to it are recopnized in
profit or loss

The Foundation's financial assets are mainly categotized as loans and receivables.

Loans and recevables are non-dervadve financial assets wath fived or determinable
paymnents that are not quoted in an active market. They adse when the Foundatdon
provides money, goods or services directly to a debtor with no intention of trading
the receivables,

Loans and recervables are subsequenty measured at amortized cost using the
effective interest method, less impatrment loss, if any. Impairment loss is provided
when there 1s an objective evidence thar the Foundaton will not be able to collect
all amounts due to 1t in accordance with the orlgnal terms of the recervables, The
ammount of the impairment loss 1s determined as the difference berween the assets’
carrying amount and the present value of esomared future cash flows, discounted at
the effective mterest rate.

The Foundaton’s financial assers categonzed as loans and receivables are presented as
Cash and Cash Equivalents, Loans Receivable, and Other Receivables in the
statement of assets, habilines and fund balance. Cash and cash equivalents are defined
a5 cash on hand, demand deposies and short-rerm, highly liquid investments readily
convertible to known amounts of cash and which aze subject to insygmificant sk of
changes in value.
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All income and expenses, including impairment losses, relating to financial assers that
ate recopmzed 10 profit or loss are presented as part of Project Costs,

Non-compounding interest, dividend income and other cash flows resulang from
holding fimancial assets are recognized in the profit or loss when earned, regardless of
how the related carrving amount of financial assets 1 measured. Al expenses relating
to financial assets ate recognized in the profit or loss.

The financial assets are derecognized when the contractual rights to receive cash
flows from the financial mstruments expire, or when the financial assers and all
substantial msks and eewards of ownership have been transferzed,

24 Property and Equipment

Property and equipment are stated at cost less aceumnulated depreciation and
amortization and any impairment in value,

The cost of an asset comprises its purchase price and directly attributable costs of
bonging the asset to working condition for its intended use. Expenditures for
additions, major improvements and tenewals are capitalized; expenditures for repairs
and mantenance are charped o expense as incurred,

Depreciation s compured on the straight-line basis over the estimated useful lives of
the assets as follows:

Building 15 yeass
Ofice improvements 5 years
Equipment and vehicles 3 years
Fumiture and fAxrure: 3 vears

Office improvements are amortized over the estmated useful life of the
improvements of the term of the lease, whichever is shorter,

An asser’s carrying amount is written down immediately to its recoverable amount if
the asset's carrying amount 15 grearer than 1ts estimated recoverable amount,

The Foundation®s property and equipment are subject to impairment testing
whenever events or changes 1n circumstances indicare that the CATTVINE amount may
not be recoverable.

Impaittment loss for property and equipment ts recognized for the amount by which
the asset’s carrying amount exceeds its recoverable amounts which is the higher of its
fair value less costs to sell and s value in use. In derermining value in use,
management estimates the expected future cash flows from such asset and determines
the suitable interest rate in order to calculate the present value of those cash flows,
The datz used for impairment testing procedures are direcely inked to the
Foundanon's latest approved budget, adjusted as necessary to exclude the effects of
asset cohancements. Discount factors determined reflect management’s assessment
of respective nsk profiles, such as marker and asset-specific risk factors,

Property and equipment i1s subsequently reassessed for indications that an impairment
loss previously recognized may no longer exist and the carrying amount of the asset is
adjusted to the recoverable amount resulting 10 the reversal of the impairment loss.
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The residual values and estmated useful ives of property and equipment are reviewed
and adjusted if appropriate, at the end of each reporting period.

An item of property and equipment, including the related accumulated depreciation
and any impairment losses, is derecognized upon disposal or when no furure
economic benefits are expected to anse from the continued use of the asset. Any gain
ar loss ansing on derecognition of the asser (caloulated as the difference berween the
net disposal proceeds and the carrving amount of the item) is included in the
statement of comprehensive income in the vear the item is derecognized.

25 Financial Liahilities

Financial babilinies, which include capiral build-up {CBL) and locked in capital
build-up {LCBU, loans pavable, and other labilines are recognized when the
Foundanon becomes a party 1o the contracrual terms of the mstrument, All
interest-related charges mcutred on financial hablives are recopnized as expense in
profit or loss under the caption Project Cost in the statement of comprehensive
Moo,

Loans payable are raised for support of long-term funding of operations, This is
bﬂtﬂgﬂi:td al proceeds received, net of direct issue cosrs. Finance \::]'m:g-cazrgl1 jnc-luLhng
premiums payable on settlement or redemption and direct 1ssue costs, are charged o
probt or loss on an accrual basis using the effecove interest method and are added o
the carrying amount of the instrument to the extent that they are not sertled in the
penod inwhich they anse.

Other babilices and CBU and LCBL are imnally recogmized at their fair value and
subsequently measured at amortized cost using effective interest method for
maturities beyvond one year, less settlement payments.

Fmancial liabilines are derecopnized from the statement of assets, labilines and fund
balance only when the obligations are extinguished erther through discharge,
cancellabon or expiration.

2.6 Provisions and Contingencics

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

Provisions are measured at the estimated expenditure reguired to settle the present
vhligation, based on the most reliable evidence available at the end of the reporting
penod, mcluding the rsks and uncertzinties associared with the present ohlipation.
Where there are a number of similar ohligadons, the likelihood that an outflow will be
required in settlement is determined by considenng the class of obliganons as a whole.
When titme value of money 1s matenal, long-term provisions are discounted o their
present values using & pretax rate that reflecrs marker assessments and the risks
spectfic to the obligation. The increase in the provision due to passage of ome is
recogmized as interest expense.  Provisions are reviewed ar the end of each reporting
penod and adjusted to reflect the current best estimare.
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In those cases where the possible outflow of economic resource as a result of present
oblgations 1= considered improbable or remorte, or the amount to be provided for
cannot be measured reliably, no liability 15 recogmzed in the financial staternents,
Simalarly, possible inflows of economic benefits to the Foundation that do not yet
meet the recopniton critena of an asset are considered contingent assets, hence, are
not recognized i the inandal statements. On the other hand, any reimbursement
that the Foundation can be virmually certain to collect from a third party with respect
to the obligation is recognized as a separate asset not exceeding the amount of the
related provision.

2.7 Revenue and Expense Recognition

Revenue comprises revenue eamed related to rendering of services (ie., extending
loans) measured by reference to the far valoe of consideration received or receivable
by the Foundanon for services provided, excluding any rebares.

Revenue 1= recogmized o the extent that revenue can be reliably measared; it 1
probable that the economic benefits will flow to the Foundaton; and the cost
incurred or to be incurred can be refiably measured. In addition, the following
specific recognidon critetia must also be met before revenue is recognized:

fa; Jervice frer — Revenue 1s recopnized as service related to the fees are provided
which 15 generally duning the month when the loan is disbursed to members.

(B Memberstip fees — Revenue 15 recoprized when membership fees are received or
accrued, whichever comes fisst.

fe) Interert— Revenue is recognized as interest acerues taking into account the
effecove yield of the asser.

Costs and expenses are recognized in profit or loss upon unlization of the poods or
services or at the date they are incurred. Any finance costs are reported in profit or
loss on an accrual basis,

28 Leases = Foundation as Lessee

Lease, which do not transter to the Feundabnon substandally all the rsks and henefits
of ownership of the asset, are classified as operating leases. Operating lease payments
are recopnized ax expense in profic or loss on a strasght-line basis over the lease term.
Associated costs, such as repairs and maintenance and insurance, are expensed as
incuarred,

The Foundation detertmines whether an artangement is, or contains, a lesse based on
the substance of the arrangement. It makes an assessment of whether the fulfillment
of the arrangement is dependent on the use of a specific asset or assets and the
arrangement conveys a fght to use the asser.
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2.9 Employee Bencefits

Post-employment benefits are provided to employees theough a defined benefit plan,
as well as defined contnbuton plans.

(a)

()

Past-employment Defined Benefii Plan

A defined benefit plan is 3 post-employment plan that defines an amount of
post-employment benefit that an emplovee will recewve on retirement, usuaally
dependent on one or more factors such as age, years of service and salary, The
legal obligation for any benefies from this kind of pose-employment plan remains
with the Foundarion, even if plan assets for funding the defined benefit plan have
been acquired.  Plan assets may include assets specifically desipnated o a
long-term benefit fund, as well as qualifying insurance policies. The Foundation’s
defined bencfit pension plan covers all repular full-time emplovees.

The liability recognized 1 the statement of assets, abilides and fund balance for
defined benefit post-employment plan is the present value of the defined benefit
obligaton (DBO) at the end of the reporting penod together with adjustments for
unrecognized actuarial gains or losses and past-service costs. The DBO is
calculated by independent actuaries using the projected unie credit method, The
present value of the DBO & determined by discounting the estimated future cash
outflows using interest rates of high quality corporare bonds that are denominated
1n the curtency in which the benefits will be paid and that have terms to maturity
Approximating to the terms of the relared posc-employment hability.

Actuarial gains and losses are not recognized as an expense unless the total
unrecognized gain or loss exceeds 10% of the preater of the oblipaton and related
plan assets, if any. The amount exceeding this 1074 corndor is charged ot
credited to profic or loss over the employees” expected average remaining working
lives. Acruanal gains and losses within the 10%: corndor are disclosed separately.
Past-service costs are recognized immediately in profit or loss, unless the changes
to the post-employment plan are condinonal on the employees remaining n
service tor a specified period of nme (the vestong period). In this case, the
past-service costs are amortized on a straght-hine basis over the vestng pedod.

Defined Contribution Pan

A defined contribution plan i= a post-employment plan under which the
Foundation pays fixed contributions into an independent ennty {such as the Social
Secunty System). The Foundarion has no legal or constructive obligations to pay
further contrhutions after payment of the fixed contobuton. The conttbutions
recognized in respect of defined contnbuton plans are expensed as they fall due.
Liabilines and assets may be recopnized if underpayment or prepayment has
occurred and are included in current liabilices or current assets as they are
normally of 2 short term nature
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210 Borrowing Costs

Borrowing costs are recognized sz expenses in the penod in which they are incurred,
except to the extent that they are capitalized. Boreowing costs that are directly
attributable to the acquisinon, construction or production of a qualifying asset (Le., an
asset that takes 2 substannal period of fime to get ready for its intended use or sale)
are capitabized as part of cost of such asset. The capitalizanon of bomowing costs
commences when expenditures for the asset and borrowing costs are being incurred
and acovites that are necessary to prepare the asset for its intended use or sale are in
progress. Capitalization ceases when substantially all such activites are complete,

2.1 Fund Balance
Fund balance is composed of grants and conmibutions and results of operadons,

Results of operations include all current and poor penod results 25 reported in the
profit or loss section of the statement of comprehensive income.

2.12 Related Party Transactrions

Related parry transactons are transfers of resources, services or obligations berween
the Foundasion and its relared parties, regardless whether a price is charged.

Parties are considered 1o be relared if one party has the ability to control the other
party ot exercise significant influence over the other party in making financial and
operating decisions. These include: {2) individuals owning, directly or indirectly
through one or more inrermedianes, control or are controlled by, or under common
control with the Foundaton; ib) associares; and, (c] individuals oWning, dj_r.:g;ﬂ? o
indirectly, an interest in the voting power of the Foundation that gives them
significant influence over the Foundation and close members of the family of any
such individual.

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

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The Foundation’s financial statements prepared in accordance with PFRS require
management to make judgments and estmares that sffect the amounts reported in the
financial statements and related notes. Judgments and estimates are continually
evaluated and are based on historical experience and other factors, mecluding
expectanons of furure events that are belicved to be reasonable under the
curcumstances. Actual results may ulamately differ from these estimartes.
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3.1 Crtcal Management fudgments in Applying Accounting Policies

In the process of applying the Foundation's accounting policies, management has
made the following judgments, aparr from those myvolving estimation, which have the
maost sigmbicant effect on the amounts recopnized in the financial estmates:

fa) Operating and Finance Leases

The Foundation has entered into various lease agreements as a lessee. Crtical
judgment was exercised by management to distinguish each lease agreement as
either an operanng or finance lease by looking at the transfer or retention of
significant sk and rewards of ownership of the propertes covered by the
agreements. Fallure to make the oght judpment will result in either overstatement
or understatement of assets and habilides.

(6] Provaenr and Continpenaes

Judgment is exercised by management to distinguish berween provisions and
contingencies. Policies on recogmtion and disclosure of provisions and
contingencies are discussed in Note 2.6 and relevanr disclosures are presented n
MNote 17.

3.2 Key Sources of Esumation Uncertainty

The following are the key assumptions concernng the future, and other key sources
of estmartion uncertainty at the end of the reporting perind, that have & significant dsk
of causing a matenial adjustment to the carrving amounts of assets and babilities
within the next financial year

{a) Albwance for lopairment of Loans and Other Receivabiis

Adequate amount of allowance 1s provided for specific and groups of accounts,
where objective evidence of impairment exists. The Foundation evaluates the
amount of allowance for impairment based on available facts and circumstances
affecting the collectability of the accounts, including, but not limited to, the length
of the Foundation's relanonship with the members, the members’ current credit
status, average age of accounts, collecton expenence and histonical loss expedence.

The carrying value of loans receivables and the analysis of allowance for
inpatrment of such Hnaneial assets are shown in Note 6. Impairment losses on
other recervables amounong to P16 million was recognized in 2011,
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Ulseful Lives of Praperty and Eguipoment

The Foundabon esbmates the useful hives of property and equipment based on
the peniod over which the assets are expected to be available for use. The
esamated useful lives of propeny and equipment are reviewed penodically and are
updated 1f expectanons differ from previous estimates due to physical wear and
tear, technical or commesrcial obsolescence and legal or other limits on the use of
the assets. The carrying amounts of property and equipment are analyzed in
Note 7. Based on management's assessment as at December 31, 2011 and 2010,
there 15 no change in esomared useful lives of property and equipment duning
those years, Actual results, however, may vary due 10 changes in esomates
brought about by changes in factors mentioned above,

Trpairanent of Property and Equipwrent

The Foundation’s policy on estmating the impairment of property and equipment
is discuzsed in detail in Note 2.4, Though management helieves that the
assumptions used in the estimanon of fair values reflected in the financial
statements are appropoate and reasonable, sipnificant changes in these
assumptions may matertally affect the assessment of recoverable values and any
resulting impaimment loss could have a matenal adverse effect on the results of
Operations,

Managemnent has assessed that no impairment losses are required to be recognized
on the Foundaton's property and equipment 1n 2011 and 2010,

Past-employment Dfined Benefit

The determination of the Foundation’s obligation and cost of post-employment
defined benefir is dependent on the sclection of certain assumptions used by
actuaries in calculating such amounts. Those assumptions include, among
others, discount rates, salary rate increase, and employee turnover mate. In
accordance with PFRS, actual resules that differ from the assumptons are
accumulated and amortized over future periods and therefore, generally affect
the recopnized expense and recorded obligation in such future pedods.

The amounts of post-employment benefit obligaton and expense and an
analysis of the movements in the estmated present value of post-employment
benefir ohliganon are presented in Note 14,

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Foundanon is exposed to a vanety of financial nsks which results from ies
operating and financing activittes, The Foundation’s risk management 15 coordinated
with its BOT, and focuses on acavely secunng the Foundanon's short-to-medium
term cash flows by minimizing the exposure to financial markers.

The Foundanon does not engage in the trading of financial assets for speculanve
purposes nor does 1t write options.
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The most significant Anancial sks to which the Foundatdon s exposed to are

descobed below,
4.1 Credicr Risk

Credit nsk is the gsk that counterparty fals to discharpe an obliganon o the
Foundanon. The Foundaton 15 exposed to this nsk for vanous financial instruments,
tor example by providing loans and advances to members and employees, and placing
deposits to various local banks.

The Foundanon continuously monitors detault of its members and other
eouniterparties, identfied individually or by group, and incorporate the nformation
into its credit nsk controls. The Foundaton's policy 15 to deal only with creditworthy
counterpartes. In addinon, loans and other recervables are secured by CBU and
LCBU of members which can be applied against any amounts due n cases of default
on loan payments.

Generally, the maximum credit exposure of Anancial assets is the carrying amount of
the financial assets ax shown i the statements of assets, iabilites and fund balance or
1 the detailed analysis provided o the notes to the financial statements, as
summanzed below.

hlpres 2011 2010
Cash and cash equivalents 3 P 1538937607 P 76478334
Loans recetvable s 1,217,792 %16 20 B2R 617
Onther receivables 6 44,121,342 26,602 078

ELAZ0.851L765 L 223200072

As part of Foundaoon’s policy, bank deposies are only mamntaned with reputable
financial inststutions. Cash in banks which are nsured by the Philippine Deposit
Insurance Corporation {PDIC) up 1o a maximum coverage of PS00, 00 per depositor
per banking institution, as provided for under Republic Act (RA) Na. 9576,
Amrendement ta Charter of PDIC, are sull subjected to credie osk.

Total past due loans amounting to PO.7 mallion for 356 members and PO.3 mullion for
105 members as of December 31, 2011 and 2010, respectively, have been fully
provided with adequare allowance for impairment.

In respect of loans receivable and other receivables, the Foundaton 15 not exposed o
any significant credit sk exposure to any single counterparty. Significant portion of
the Foundation’s loans recetvable pertains to claims from varous groups of members
with similar charactenstes. However, the Foundaton has no ex perience of significant
members® default and hisronical losses from those counterparties.



4.2 Ligquidity Risk

The Foundanon manages its hiquidity needs by carefully monitoring scheduled debt
servicing payments for long-rerm Anancial habilines as well as cash outflows due ina
day-to-day business, Liquidity needs are monitored in vanious ume bands, ona
day-to-day and week-to-week basis, as well as on the basis of a rolling 30-day
projecton. Long-term bguidity needs for a six-month and one-year period are

identified monthly,

The Foundanon maintains cash to meet 1s hgaidiy requirements for op to 60-day
penods. Excess cash are invested in shorr-term placements. Funding for long-term
liquidity needs is additionally secured by an adequate amount of committed credit
facilives and the ability to consistently maintain an effecove collection mm-over,

Az oat December 31, 2011, the Foundaton®s financial habiioes have contracmal
matunties which are presented helow,

Mfes Cutrent MOn-curtent
CBLU and LOCBLU i P 7609543370 P -
Loans payable G U7.304, 384 T, 726,078
Oither liabilides 10 167,818,994 -

FLO34.666,750 E 97,726,078

This compares to the maturity of the Foundanon's financial habilines in the previous
reporing pettod as follows:

INotes. Current Non-current
CEU and LCBE b P S25R534% P
Loans pavable 9 94,214,726 41,945,563
Cither labilines 10 108 728 331 5

P _TIRTU643T P__41.945563

T'he above contracmal matunnes reflect the gross cash flows, which may differ From
the carrving values of the liabilities at the end of the reporting periods.

4.3 Catcgories and Fair Valves of Financial Assets and Lizhilities

The camrving amounts and fair values of the catepories of Anancial assets and liabilites
presented in the statements of assets, labiboes and fund balance are shown below,

i Al
Carrving Far L armeme Fair
Waliics YValies Salur Salies

Firancial Asseis
|aiares aitd eoayilies

ash omil cazh eyuivalent = FOISRS3TE0T POISRRATERT T OTLATRIAE T MATHAM

Lo peov ke -net i e, 4 S W e e 8 BT H2UA T HXILKINALT

[ither reoovabics i = IL34L 44131342 T bt | 5 417 TR

EJ_'_--.E 231765 PLAAESLIGS 0 U0 Gt B0t )




R R

FRRRR]

SfEL
ll]ll. Hilf
Carrving Fair Carying ot
— Vahies Values Wakaey Valyies
Fraancial Liebibires
Finigndna) bxinbius ar amomsod ooes
CHRLU aned [00HLY H o537 P37 1P SIS AL 515 A58 40
Lisane prmrele u PSS T 23] LEE M7 4N 135, 197 5500 135 107 0%
Civar halwlicics I I [/ h R 167, 815995 L1, ey {1 e
PLUSGIUNG PLUSGHMG [ 07000l B 350770600

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components as of December 31:

2011 2011
Cash on hand P 14,770 P 1.976
Cash 1n banks 88,922,837 76,476,358
Short-term placements 0,000,004 :

P 158937607 P_ 76478334

Cash in banks generally earn interest at rates based on daily bank deposit rates.
short-term placements have term of 14 davs and eam effective interest of 4.4% in
2011. There were no short-term placements in 2014

Interest earned from cash and cash equivalents amounted to P1.2 million and
P58 million 1 2011 and 2010, respecnively, and 1= presented as part of Other
Revenues in the statements of comprehensive income (see Note 117,

Certain savings deposit of the Foundation are held as security to the Foundation’s
loan with a local bank (see Note 9,

LOANS AND OTHER RECEIVABLES

These accounts include the following:

&.1 Loans Recervahle

Lans recervable ar December 31 consist of:

2011 2010
Loans recervable P15382,442,650 P1,066,613.450
Unearned service charges (  206,405,564) ( 139,123,493
Allowance for impairment (__158.244.270) {  106,661,340)

PL217.792.816 E_H20H28.617
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Lisans recervable represent microfinance loans to members. These loans have terms
of six months and are partially secured by the carrying amounts of CBU and LCBU of
the members (see Note B), These loans are subject ro 15% effective service charge all
throughout the six months term. Service fees earned from these loans, net of
corresponding rebates (see Naote 8), amounted 1o PGO7.3 million and P398.5 million in
2011 and 2010, respectively, and are shown as Service Fees in the statements of
comprehensive income. Moreover, new members are required to pay membership fee
of P30 each. Membership fees amounted to P16.2 mullion and P14.2 million in 2011
and 20, respectively, and are presented as Membership Fees in profit or logs section
n the statements of comprehensive income.

The Foundation’s loans receivable which are usually due wirhin six months have been
teviewed for indications of impairment. Certain receivables were found to be
impaired, hence, adequate amount of allowance for mmpatrment has been recognized
accordingly.

As of December 31, 2011 and 2010, the Foundation has 417,850 and 299433 active
members, respectvely,

A reconciliation of the allowance for impairment ar beginning and end of 2011 and
20110 15 shown below.

Mot 2011 20
Balance at h::gn.nmg of year Po106,661,340 P 64,413,640
Impairment loss during the year 12 62,419,520 45 845,600
Wote-off of recemvahles
previcusly provided
with allowance [ 10,836,590y | 3,597,990
Balance at end of year P_158.244 270 E_100.661.340

Loans recervable wotten off in 2011 and 2010 perrain 1o 4,945 and 1,989 members,
respectively

Certain loans recevable of the Foundadon amounting 1o P238.2 million and
P164.6 million as of December 31, 2011 and 20110, respectively, are held as security to
the Foundation's loans wirh a local bank and other creditors {see Nore 99,

6.2 Cther Recermvables

Orther recervables consist of personal and mororeyele loans, and advinces granted to
the Foundanon's personnel with total carrying amount of P44.1 million and

P26.6 million as of December 31, 2001 and 20110, respectively, Personal and
motorcycle loans granted ro emplovees are charped with service fee of 10% for six
tnonth term 1o 2011 and 2010 (see Note 11).

The Foundation's other recervables have been reviewed for indications of impairment.
Mo other receivables were found 1o be impaired a= of December 31, 2011 and 2010
based on the assessment of management.

in 2011, the Foundaton recognized P1.6 million impairment losses ansing from
direct write-off of certain other receivables which is presented as parr of
Miscellaneous under Project Cost i the 2011 statement of comprehensive income
(zee Mote 12),
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7.  PROPERTY AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and amordzanon of
property and equipment at the beginning and end of 2011 and 2010 are shown below,

Furminure and Eqguipment
—Fixmares . .and Vehiches, —_ Towal

PRI AN P 4,724,146 P 51450579

! 17611740 LA 036y (2475057

Building
andl Oiifice
lmprovemente
Blecember 31, 2001

Coxt P 174 6

Apcumalated depreciabon
and sminraELnan I 4 944 080y
et carrying amexani B 15 140206

Dlcgember 31, 2010
Cost P17 M7 AN
Accumulated depreciation

and amordzatsn " W8 N LA

E_1Liees  E LSI0AN  E 26700000

P D F ERE R EL] B 58536006

) 11134800 R eIy 15,486,004

MEr CafTyIng smionnr LS ) T
Tanusary 1, 20340
{4 " T4 4l
Accwmdated deprecanon
and urnotization [ HUT G4

B_GIlesH0 P LR P 2305000

Poo10313.551 F 3 2GR G661 R T R

i LI4T 450 Loar i8oy . RGGEITS

et camymng amoun:

P TiGEEN

E_Jahedsn B _1Jelian B 123044d4(

A reconciliaton of the carrying amounts of property and equipment at the beginning
and cnd of 2011 and 2010 is shown below,

Buikding
and Office Furnitwre and Equipment

Balance :.r_|.-|',u:-||;:.: 1, 2141,

et of accamulated

deprecinnon and

EMOFTEATAA P 15226500 I &, 1714, 580 P L &b a0 P XA 0AD000
At 7496 11,032,377 975 ) 12,914,573
Drepaeciarion and

amorbzaton charpes

fuut the year ' 24T ey S £y 3RT TH. S Qo4 573
Balance ar December 51, 2011,

et of woournalared

deprecanon and

AL S 1 - 1 R N . 1| SR LIS . | 1 B 2000400
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Butldsm
anid Ofice Furniture and Equipmeni
Improvements  _ Fixtures. . and Vehicles, . Toeal

Balsnce ar fansany 1 2010,

et of accumicleted

deprecingon and

AN HETLR AT I T, S P 356610 ] 1,761,320 P 12304 4
Additons 0,525, Mt TS 500 4401477 17 AT 23
Depreaiztom and

amnarrization charges

far the year { v T LTI o K = T - R

Halance st Plecember 21, 2010,
ot o acocumulated

deprecialion and
e m— Pls2afs P SITASS] B LEGEN P__J308h000

The amount of depreciation and amortizaton i= allocated as follows:

Notes 2011 2010
Project cost 12 P 5684627 P 4120459
General and administradve 13 3,579,946 2,694 273

E_9264573 E___GR23732

CBU AND LCBU

This account 15 broken down as follows:

2011 2010
CBU P 642,694100 P 444792580
LOCBL 126,849,270 81,060,910

CBU represents conttibutions made by members for capital build-up purposes. Also
in cases of default in loan payments, the Foundaton will offset the members’

CBU balance against the outstanding loan balance. Members earn rehates equivalent
to T per annum of theie outstanding CBU contributions which may also be
deducted from furure loan payments. Rebates amounted ro P24.9 million and

P15.5 million in 2011 and 2010, respectively, and are charged against Service Fees
account in the statements of comprehensive mcome.

LCBU are noninterest earning compulsory savings made by members as safepuard to
their family's nsk. In case of death, the accumulated LCBU amount will be given o
the nominated member of the family topether with ather henefits from the
Foundanon such as hospitalizarion and calamity financial assistance.

Az of December 31, 2011 and 2010, the Foundation had 417,850 and 200 433
members, respectively, who have contrbutions on CBU and LCBLL



9. LOANS PAYABLE

This account includes the following,

SRR RED

2011 2010
Bank of the Phulippine Islands (BPI}

Globe Banko P 80,000,000 1 BOO00.000
Citibank 47,000,000 .
Chcfam Mowib 32,297,950 32.297.950
Allied Bank 20,000,000 :

BPI - 12,200,000

E_188.297950 P _125107.050

On July 26, 2010 and September ¥, 2010, the Foundadon obrained loans from BPI
Cilobe Banke amountng 1o P50.0 million and P30.0 million, respectively. The loans
are payable in one year and bear intereses hased on the prevailing market rates which
are payable monthly in arrears and subject ro quarterly review. The loan is secured by
assignment of certan recervables of the Foundation amountng to at least 1,20 tmes
of the ourstanding loans recervable balance (zee MNote 6.1). On July 27, 2011, the
Foundation renewed these loans for another year.

COn February 23, 2011, the Foundaton obtaned a loan from Cittbank amounting o
P47.0 million. The Ioan has term of two years undl its maturity on

February 23, 2013, The interest rate is based on a three-month Philippine Dealing
=ystem Treasury-Fixng rate plus 335 basis points subject to quarrerly repricing. The
proceeds of the loun were used 1 provide rmucrofinance loans to members in
accordance with the Foundation’s microfinance program. The loan is secured by
assignment of certain loans receivable covenng 1.30 omes of the loan facility
amountng to 31.2 million 1n 1ts peso equivalent (see Nate 6.1},

On Apol 16, 2010, the Foundation cbtained a loan from Oxfam Novib amounting (o
European Union (EL) euro 335,000 ar its cquivalent peso amount of PA2.3 million,
The loan has term of three years unnl its matusity on Aptl 13, 2013 and bears an
annual fized mterest of 8.65%. As indicated in the loan agreement with Oxfam
Novib, the Foundation will repay the loan at maturiey equivalent ro the peso amount
at the date of availment. The loan agreement with Oxam Novil prohibits the
Foundation ro sell, dispose and pledze the Foundation's loans receivable portfolio
without the former’s written approval and in no case shall the approved pledged
amount exceed 23% of the Foundadon’s loan portfolio,

=
=
=
=
=
=
=N
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COn Apnl 14, 2011, the Foundarion obrained a loan from Allied Bank, amoun ring to
P10.0 mullion which iz payable in 90 days and bears interest of 4.22% per anoum, The
loan 15 secured by the Foundation’s savings deposit (sce Note 5), This loan was fully
pad 1n 2011, On September 1, 2011, the Foundadon obtained an unsecured loan
from Allied Bank amounung to P30 million.  The loan is payable in equal monthly
payments of P1.0 million which will commence at the end of the third month from
the date of loan availment. The loan earns interest of 6.0% per annum.  The balance
of the loan as of December 31, 2011 12 P29.0 mullion,

Az of December 31, 2010, the Foundation has outstanding loans pavable to

BPI toraling P12.9 million which mcluded P2.9 million medium-term promissory note
beanng interest rate at prevailling market rare and P10 mullion loan which bears an
annual fixed interest of 8.25%. These loans wete secured by a real estate mongage on
the Foundanon’s office premises and assignment of loans receivable totaling

P37.8 milbon. The loans were fully pad in 2011,

As of December 31, 2011, the Foundation is compliant with all the secunty
requirements and covenants imposed by the respectve creditor,

Interest expense on interest-bearing loans amounted to P12.3 million and P7.2 million
in 2011 and 2010, respectvely, and is presented as Interest on Loans Payable under
Project Costin the statements of comprehensive income (see Note 12),

On vatious dates in 2010, all of the Foundaton's noninterest. bearing loans
outstanding as of December 31, 2009 were fully setsled by the Foundation. Asa
result, the unamortized discounts at the beginning of 2010 amounting o

P43 mulion were fully charged ro interest expense during that year and are presented
as part of lnterest on Loans Payable under Project Cost in the statements of
comprehensive income (see Nore 12).

The maturity profile of these loans is presented below,

2011 210
Within one vear PO92,000,000 B 90,000,000
One year to two years 96,297,050 .
More than two years - 35,197,950

P_188. 297,050 B 125,197,950



10. OTHER LIABILITIES

This account wncludes the following:

2011 2010

Beneficiary program and
support trust fund (BPSTF) P 69149220 P 52053340
Staff cash bond 31,937,600 20,396,400
Accrued expenses 26,161,229 15,877,817
Staff benevalent fund 22,714,100 10,577,700
Staff CBU 15,185,030 7,212,305
Accounts payable 3,381,796 3,260,563
PIGSS28975 D 109478125

BPSTF represents (1.5% of the principal amount of loan released to each member,
This 1s used to cover the loan in case of the death of the member, provide assistance
in cases of fire, and cover losses in case of robbery and hold-up of member.

Staff cash bond represents refundable secunty deposits made by employees and which
entitles them to accrued cash benefit computed ar 7.0% per annum.

Staff benevolent fund includes amounts set aside for emplovee hospitalization,
employee death aid, and employee welfare and benefits.

staff CBU refers 1o mandatory savings of the Foundation's personnel that entides

them accrued cash benefits computed ar 7.0% per annum based on the outstanding
Staff CBL balance

11. OTHER REVENUES
This account includes the following:

2011 2010

SI'_'!.".']CL" Ehﬂ.l’ﬁﬁ o

employee lnans P 4209218 P 2470404
Interest incotne on deposits 5 1,155,379 757,187
Bad debr collections 19.2 154, 806G 108,545

P__5540403 P 3345136

service charges on employee loans pertan to 1070 service fees carned from personal
and motorcycle loans granted by the Foundanon ro s personnel (see Note 6.2).

dadudduddduauddduduadduduuadauuiaud
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12. PROJECT COST
This account includes the following;
Motes 2011 2010
Employee benefits 14 P 263,996,026 P 153722548
Impairment loss .1 62,419,520 45,845,040
Travel and transportaton 48,734,994 26,054,223
LCBU benefits 24,248,000 11,5440 000
Office rental 17 23,234,619 14,798 252
Repairs and maintenance 14,904,684 0,082,215
Interests on loans payable 0 12,346,514 11,458,421
Security and janitortal 10,990,316 6,880,497
Office supplies and reproducton 10,918,171 5,817,781
Depreciation and amorhzanon 7 5,684,627 4,129 459
Taxes and licenses 19.1 1,988,710 1,183,915
Mscellansous 6.2 19,192 .5 12 760 525
P 498,650,039 P 303273346
13. GENERAL AND ADMINISTRATIVE EXPENSES
The details of general and admunistrative expenses are shown below.,
MNotes 2011 2010

Employee benefits 14 P 42150849 P 43447335
Travel and transportadon 0722 500 5,548 738
Crrants and donations 4,920,000 2 B57 500
Depreciaton and amortzaton 7 3,579,946 2,694,273
Professional fees 3,235,259 2 966,564
Fepairs and maintenance 1,813,751 1,267,215
Office rental 17 1,476,541 TER,6T6
Office supplies 1,165,128 1,664,470

Entertainment, amusement and
FECHEaTion B60. 763 251,805
Taxes and lcenses 19.1 403,397 149,795
Mizcellzaneous 2,792,091 3207 504
P_71520234 P__64843963
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14. EMPLOYEE BENEFITS
4.1 Salaries and Employee Benefits Expense

Expenses recognized for salaries and other employee benefits are presented helow,

2011 207110
Salaries and wapes P 258067,138 P 165210550
Post-employment benefits 13,128,200 15,082,710
Security costs 17,057,677 11,209.173
Staff benevolent fund 12,803 R&) 5,667,450

P 306146875 P 197169883
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The amounts of employee benefits are allocated as follows:

Mrites 2011 2010
Project cost 12 P 263996026 P 153722548
Creneral and administrative 13 42,150,849 43,447 335

F 306,146,875 197169883
4.2 Post-employment Defined Benefir

The Foundanon mainrains a nonconmibutory and unfunded post-employment plan
coverng all repular full-dme employees,  [n 2011, the Foundation obtained an
actuanzl valuation report to determune the balance of post-emplovment benefit
obligation and the amount of post-employment benefir expense in accordance with
PAS 19, Actuartal valuations are made regularly to update the reticement benefit costs
and the amount of obligations.

The amounts of post-employment benefit obligaton recogrized in the statements of
assets, habihtes and fund balance are determined as follows:

2011 2010
Present value of the oblipanon P 26095454 P 29949 645
Unrecopnized acruanal gains {loss) ___ 19004546 | 1903 645)

F_45.200000 E_ 25026000

The movements s the present value of post-emplovment benefit obligation
tecognized in the books are presented below,

2011 2010
Balance at beginning of year P ZR.046,000 P 14,152,000
Expense recogmzed 18,128,200 15,082,710
Benefits paid { 974,200y | L1BS. 710
Balance at end of year E_ 45200000 E___28046 000

gy
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The amounts of post-emplovment benefit expense recopnized in profit or loss are

presented below.

2011 2010
Cuttent service cost P 15,753,193 P 13,896,178
Intterest cost _2a1s0m 186532

Presented below are the historical informanon related to the present value of the
tetirement benefit obliganon as well as expenence adjustments ansing on plan
obligations.

2011 2010
Present value of the obligation P 26095454 P 29949645
Fair value of the plan zssets . -
Deficit in the plan P 26095454 P 20040645
Expenence adjustments
ansing on the plan obligabons (P__5,773.568) (P 7,992 503)

In determining the amounts of post-employment benefit oblygabion, the following
actuatial assumphons were used:

2011 2010
Dizeount rates 6.29% T.93%
Expected rate of salary increases 10,0074 10.00%

Assumptions regarding future mortality are based on published statistics and mortalicy
tables. The average remaimng working ves of an individual retinng at the ape of

60 15 25.2 for males and 24.6 for females. As of December 31, 2011 and 2010, the
Foundaton has 1,593 and 1,280 employees, respectvely,

RELATED PARTY TRANSACTIONS

The Foundarion's related party includes its key management personnel. The
compensation given to key management personnel in the form of short-term benefits
amounted to P37.1 million in 2011 and P254 million i 2010,



yiduuuuul

16,

17.

18,

-

INCOME TAX AND INCOME TAX EXEMPTION

The Foundanon is 2 nonstock, nonprofic corporation, the promary purpose of

which 1z one of those enumerated in Section 30 of the Tax Reform Act of 1997

(RA No. 8424), Moreover, no part of the excess of revenues over expenses of the
Foundation inures to the benefit of any of irs members. The trustees do not recerve
any compensaton, |n case of dissolunon, the assets of the Foundation shall be
transferred to a similar mstitution o1 to the povermnment. Hence, the Foundaton is
exempt from incomie taxes. However, income deaved by the Foundadon from its
properties, real or personal, or from any of 1= actvities not covered by the exemption
of actvites conducted tor profit regardless of the disposition made of such income, 1s
subject to tax.

COMMITMENTS AND CONTINGENCIES
17.1 Operating Lease Commitments — Foundation as Lesses

The Foundation has operanng lease agreements covering the office spaces oceupied
by the Foundanon and its branches for a penod of six months 1o two years. The lease
agreements require the Foundanon o pay renral deposits, Outstanding rental
deposits as of December 31, 2011 and 2010 amounted to P4.5 million and

3.2 million, respectively, and are shown as Rental Deposits 1 the statements of
assets, liabilides and fund balance.

Rent expense recognized related to these opemating leases amounred to P24.7 million
mn 2001 and P15.6 million i 2010, which are allocared o both Project Cost and
Creneral and Administradve Expenses (see Nores 12 and 130,

17.2 Others

There are commitments and contngencies that anse in the normal course of the
Foundanon's eperabons which are not reflected in the fnancial statements. As of
Drecember 31, 2011, management is of the opinion that losses, if any, that may atise
trom these commitments and condnpencies will not have a marerial effect on the
Foundanon’s financial seatements.

CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Foundation's capital manapement ohjectives are 1o generate funds to expand its
microfinance operations by pricing services commensutately with the level of sk and
to ensure the Foundation's ability to continue as a going concern

The Foundation monitors capital on the basis of the carmving amount of the fund
balance as presented in the statements of assets, habilinies, and fund balance.
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The Foundaton sets the amount of capital in proporton to its overall financing
structure, ie., fund balance and loans from third parties. The Foundatdon manages
the capital structure and makes adjustments to it in the light of changes in economic
conditions and the nsk characteristics of the underlying assets.

1 2010

Total loans from third partes P 188297950 P 125,197,950
Total fund halance 280,436,476 161,639,554
Diebé-to-fund ratin 0,67 ; 1:00 077 104

The Foundanon has sabsfactonly comphied with 1ts covenanr oblipanons related 1o its
nterest-beaning loans as of the end of each reporang period.

SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF
INTERNAL REVENLE

Presented below s the supplementary information which is required by the Bureau of
Internal Revenue (BIR) under its existing revenue regulations 1o be disclosed as part
of the notes to financl statements. This supplementary information is not a
requited disclosure under PFRS. All information are presented in their absolure
AMLEDLE.

191 Requirements under Revenwe Regulations (RR) 15-2010

The information on taxes, duties and license fees paid or accrued dunng the taxable
year requited under RR 15-2010 1ssued on November 25, 2010 are as follows:

() Outpiet | alue-added Tae (174T)

The Foundation has not meurred any ouput tax liability for the vear ended
December 31, 2011 as 1t has no any sales transactions subject to VAT,

Pursuant to section 106A, AT on Yaie of Goodr or Properties of the National

Internal Revenue Code of 1997, the Foundation does not have zero-rated
sales/ recerpe in 2011,

{b) Inmpaet 14T
The Foundaton did not recognize any input VAT, It records as expense all input
VAT on purchases of goods and services since it would not be recoverable from
any output tax lahihty.

fe)  Documentary Stamp Tas:

The Foundaton paid documentary stamp tax in 2011 amounting to P235,000
which is related ro the loan obtained from Citbank (see Note 99,
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Taxes on [nportation

The Foundadon did not incur or pay any customs” duties and tanff fees as i did

not have any importadon for the year ended December 31, 2011,

Eacrre Tae

The Foundadon did not have any transactions in 2011 which are subject to excise

CAx.

Taser ard [ seenres

The derails of Taxes and Licenses account in 2011 are shown helowe.

Licenses and permits

P 1,883,716

Documentary stamp tax 235,000
Keal estare taxes 114,471
Local taves 111,654
Miscellaneous 47 264

R R 'R

P__ 2392107

The amounts of taxes and licenses are allocated and presented in the 2011
statement of comprehensive income as follows (see Notes 12 and 13):

Proyject Cost P 1988710
General and Admimstrative Expenses 403,597

P 2392107
() Wihhalding Tases

The details of total withholding taxes for the year ended December 31, 2011
are shown belowr,

Compensation and employee benefits P 9767070
Final 89,850
Expanded 32,081

E__2.889.001

(b} Drefciemcy Tase Assessment and Tase Cares

As of December 31, 2011, the Foundanon does not have any final deficiency tax
assessments with the BIR or tax cases outstanding or pending in courts ot bodies
outside of the BIR in any of the open years.
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182 Requirements under RR 19-2011

On December 9, 2011, the BIR issued RR 19-2011 which prescribes the new form
that will be used for income tax filing covering and starting with periods en ding
Diecember 31, 2011 and onwards. This recent RR requires schedules of taxable
revenues and other non-operating income, costs of sales and services, and itemized
deductons, to be disclosed in the notes ro financial statements,

The amounts of taxable revenues and income, and deductble costs and expenses
presented below are based on relevant tax repulatons msued by the BIR, hence, may
not be the same as the amounts reflected i the 2011 statement of comprehensive
Income.

(aj Exempi Beverucs

The compositon of the Foundation's exempt revenues for the vear ended
Decembeer 31, 2011 15 presented below,

Service fees P 667531752
Membership fees 16,154,660

P 683726412

{b) Exempt Non-uperating and Oviher Income

The compesiton of the Foundaton®s exempt non-operating and other income for
the year ended December 31, 2011 15 presented below (see Note 113,

Service charges on emplovee loans P 4209218
Bad debr collectons 184,806

B 4394024
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The details of exempt itemized deducnons for the year ended December 31, 2011
are as follows:

Emplovee benefirs P 2BR992H7S
Travel and tran SPOETAnon 54,457,503
O ffice rental 24 711,160
LCBU benefit 24 248 {0
Repairs and maintenance 16,718,435
Secuniy and janironal 10,9 316
Office supphies and reproducton 10,918,171
Depreciation and amortizanon 0,264,573
Entertainment, amusement and

TeCEEaton 5835813
Laght and water 5,075,281
Crmants and donanons 4,920 (K]
Staff development and conference 4092783
Protessional fees 32209567
Postage and telephone 2, 546,800
Taxes and licenses 2302107
Office supplies 1,165,128
MMiscellaneous 46T 447

E 478,558,959
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Member of Grant Tharaton intemational Lid

Supplementary Information and
Independent Auditors’ Report

ASA Philippines Foundation, Inc.

December 31, 2011 and 2010
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Report of Independent Auditors
to Accompany Supplementary Information: =/ ==

ue

Required by the Securities and Exchange 00007
Commission Filed Separately from the 2 L.
Basic Financial Statements kb sl oy

The Board of Trustees

ASA Philippines Foundation, Inc.

(A Nonstock, Noaprofit Organization)
Ue 509 Presoge Tower, F. Orogas [r. Street
Ortgas Center, Pasig Ciry

We have audited in accordance with Phiippine Standards on Auditing, the financial
staternents of ASA Philippines Foundanon, Inc. for the vear ended

Diecember 31, 2011, on which we have rendered our report dated February 20, 2012,
Chur audst was made for the purpose of forming an opinion on the basic financial
statetnents taken 45 a whale, The folls vwing apphcable tup]‘ﬂ::mr_'n[:.] ry information are
presented for purposes of addstional analysis in comphance with the requirements of
the Secunties Repulanon Code Rule 68, and are not a required part of the basic
financial statements prepared in accordance with Philippine Financial Reporting
Srandards:

. Schedule of Philippine Financial Repotting Standards Effective as of
December 31, 2011, and,

b. Schedule of Revenues and Expenditures for the Year Ended
December 31, 2011

Cortited Fibde & vgprdgrly
AL b T i
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The supplementary information are the responsibility of management. Such
supplementary information have been subjected o the auditing procedures applied in
the audir of the basic financial statements and, in our opiniod, is fairly staced in all
matenal respects in relation to the basic statements taken as a whole.

PUNONGBAYAN & ARAULLO

—
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Par

CPA Reg, Do 0097048
TIM 201-771-632
FTR Mo, 3174906, Jareery 32,2012, Makat iy
SEC Group A Accreditation
Partner - Moo 1056-A [entil Sepr. 20, 2013}
Firm - Mo, 0002-FK-3 {und Jan. 18, 2015)
BIR AN 0B-D02511-32.2011 jund Feb. 3, 2014)
Furm®s BOA S PRC Cert, nf Reg. INo, 02 fundl Dec. 31, 2012

February 29, 2012
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