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STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMEMTS

The manapgenent of ASA Philippines Foundation, Inc. {the Foundation) is n.-spmﬁihln foor the preparton
and fair presentanon of the fnancial starements, induding the schedules atached therein, for the vears emded
Drecembser 31, 2006 andd 2015 i accordance with the preseribed Arancial reporing framewerls indicated theten,
and for such internal control as munagement determines 15 necessaey to enable the preparaton of Enancial
statements that are free from matenal missratement, whedier doe o freod o emmoc

In preparing the Bnancial statements, management 15 responsible for assessing the Foundaton's abality o
cortimee a5 @ goi concem, disclomng, a5 applicable, macters celated to goinge concern: and using the goang
concern bass of ACCELIE LT Ll MAANEFETRe eather intends e |:|:||.|.1|J.'-|.h|.' the Feaumdatiesm o to cpgee
operatons, or his oo realisie albermamvg o de o,

The Board of Testees 14 responsible for overseeing the Foundation's financaal seportmg process.

The Baard of Trostees reviews and approves the financial statements, mcluding the schedules attached therein,
aral subwmars the same to the members.

Puﬂnng:!:ayan g Araullo, the mdependent suditor: appointed by the members, have audited the Gonscial
sratements of the Fowndation i acoordance with Phatippie Stmdards on Audinng, amsd in theire repon o the
Board of Trastees and membsers, have expressed these opimon on the Birmess of prezeatation opon completon
of such audic.
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EAMRUL H. pﬁRaFnEa FLORINDA M. LACANLALAY

Presudent & CEO Treaswrer
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15th Floor Prestige Tower F, Ortigas Jr, Road Ortigas Center Pasig Gity 1605, Philippines
Phona: +{B32) BATTS58 Telefax; +(632) 8311107 Website, www.asaphil.ong
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Report on the Audit of the Financial Statements - ALk =
Opinion

We have audited the financial smatements of ASA Philippines Foundation, Inc.

(the Foundaton), which comptise the statements of financial position as at

December 31, 2016 and 2015, and the statements of comprehensive income, statements of
changes n fund balance and statements of cash fows for the years then ended, and notes o
the financial statements, including o summary of sipnificant accounting policies.

In our opinion, the accompanying financial statements present faiely, in all material
respects, the financial position of the Foundation s at December 31, 2016 and 2015, and
its Anandal performance and its cash fAows for the years then ended 10 accordanee with
Philippine Financal Reporting Standards (PFRS).

Basis for Opinion

We conducted our andits in accordance with Philippine Standards on Auditmg (PSA]
Ohur responsibilitics under those standards are further descabed in the Awdifor:”
Repponsirities for the Awadt af the Financial Siatermenitr sectoon of our report. We are
independent of the Foundation tn 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 audits of the financial statements in the Phibppines, 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 sufBcient and
appropoate to provide a basis for our opion,

Certfied Peblic Accountants:
PMinargbaya & Araplo 054 i the Phlpoee member e ol Grast Thoimtos ermabonal Lid
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the finandal
statements in aecordance 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 firancial statements, management is responsible for assessing the
Foundation’s ability to continue as a poing concern, disciosing, as applicable, matters
related to going concern and using the poing concern basis of accounting unless
management cither intends to liquidate the Foundation or to cease operations, or has no
realistic alternative buor to do so.

Those charged with povernance are responsible for overseeing the Foundation’s financial
tepOrtng process.

Auditors® Responsibilities for the Audit of the Financial Statements

Ohr objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from matenal misstatemnent, whether due to frand or emoz, and 1o ssue
an auditors’ report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with PSA will
always detect 8 matenal misstatement when it cxsts. Misstatements can anse from fraod
or error and are considered material if, individually or in the appregate, 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 PSA, we exercise professional judgment and
maintzin professional skepticism throughout the audit. We also:

&  Jdentfy and assess the nsks of materal my t of the Anancisl seterments,
whether due to fraud or error, design an p&ﬁm’n audit procedures responsive to
those rsks, and obtam andit evidence tha B-.Hl.llﬁﬂ?niiﬂd appropriate to provide 4

basis for out opinion, The nsk of not de*mm.g; a materal misstatement resulbng from

fraud is higher than for one resulting fromiessar, *3 Fribifint i G ke o
forgery, meentional omissions, m&pms?munnsf_t the override of i cEmul conrral.

|
o  Obun an understanding of internal mnﬂa:ni relevapt.to the audit in npdr_t 10 &:dngu
audit procedures that are appropriate in ehe-cirearrs e, bt na for the p::&'pus.n.- of
expressing an opinion on the effectiveness of the Foundanon’s internal control.

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



ASA PHILIPPINES FOUNDATION, INC.

A Nonstock, Noaprofic O o
STATEMENTS OF FINANCIAL | Ty Rpreen S
DECEMBER 31, 2016 AND Iﬂ!l! ' g i :
{Amounis in Philippine MAR Hlﬁj 20W ] 1
—f—
T P J
Motes 2116 2013
ASSETS
CASH i P 94195551 P 262,119,595
LOANS RECEIVABLE - Net ? 8,398,365,852 5,217,722,789
OTHER RECEIVABLES T 108,671,315 92,127,192
FROPERTY AND EQUIPMENT - Met ] 127,582 RM) TOR, 471 S0
RENTAL DEPOSITS 1§ 21,434,796 15,408 230
TOTAL ASSETS P #,950,250,314 P 5,605 849 706
LIABILITIES AND FUND BALANCE

CAPITAL BUILD-UP AND

LOCKED IN CAPITAL BUILD-UP y P 4,528 168,220 P3,115,605,750
LOANS PAYABLE 10 770,000,000 579,000, (X0
POST-EMPLOYMENT DEFINED

BENEFIT OBLIGATION 14 377,214,100 207,273,100
OTHER LIABILITIES 1 1,021,227,207 £03 859,023

TOTAL LIABILITIES 6,696,609,527 4,795,737 873
FUND BALANCE 2,253,640,787 900,111,833
TOTAL LIABILITIES AND FUND BALANCE P B,950,250,314 P 3,695,849 706

See Notes to Financial .Frnum
MAR 29 20H-. |



ASA PHILIPPINES FOUNDATION, INC.
(A Monstock, Nonprofit Onpanization)
STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

{Arrronrmis fin Plulippeine Pesos)
Motes 201 A5
REVENIUES
Service fees 27 P 3,904,067 064 P 22B4.550417
Cliber revenoes 7,12 11,475,115 6 T2 587
3,915,542,179 2,290 523 0
OPERATING EXPENSES 13
Project costs 207,110,773 [,32R,240.749
General and administrative expenses S16,.273,052 439 331 987
2,589,383,825 1,%67.572 736
EXCESS OF REVENUES OVER EXPEMNSES 1,326,158 354 325,250,208
OTHER COMPREHEMSIVE INCOME (LOSS)
Ltz that will not be reclassified
suhsequently to profit or loss
Remeasurement of post-cmployment
defined benefit plan 1 27,370,600 38,761,100
TOTAL COMPREHENSIVE INCOME P 1,353,528,954 P 284480168
See Nores to Fiancial Statements.
5 |



ASA PHILIPPINES FOUNDATION, ITNC.
A Nonstock, Nonprofit Organization)
STATEMENTS OF CHANGES IN FUND BALANCE
FOR THE YEARS ENDED DECEMBER 31, 2016 ANI 2015

{Amounis in Plifippine Fesas)
MNete 2016 2015
GRANTS AND CONTRIBUTIONS P 41,360,004 P 41 360,000
CUMULATIVE RESULTS
OF OPERATIONS
Balance at beginning of year 886,317,933 563,067 665
Excess of revenues over expenses
during the year 1,326,158,354 323,250,268
Balance at end of year 2712 476,287 HBEG,317 933

REMEASUREMENT OF
POST-EMPLOYMENT DEFINED
BENEFIT PLAN

Balance at beginning of year | 27,566,100 ) L1, 195 (HX)
Other comprehensive income (loss)
during the year 14 27,370,600 | 38,761,100)
Balance at end of year { 195,500) | 27 566,100 )
TOTAL FUND BALANCE P 1,253,640,787 P 900,111,833

Bee MNores to Financial Staremenis.,




ASA PHILIPPINES FOUNDATION, INC.

(A Momarock, Novuprefe Degrantextton)
ETATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2015
fAmoupee fn Plhillppime Pesod)
Mobes FLILT 15
CASH FLOWS FROM OPERATING ACTIVITIES
Excese ol revenuc over expenses P 1.5235,158,554 P 325250208
Adjustrvents for:
Tmipakrment loss 7 o7, 85,155 150,133,580
Frunce costs 1, 13, 14 A0, 019, 315 21,534 855
DE['ll.'ﬂ'-i-i-l.'ii'-HlﬂkJ anrstEation L] 39,054, 546 3!5,5?2,'."“':"
Interuse meome from bank deposits 13 i 29753 | 2807588 )
Emcess of revermes over expenses hefore working capital changes 1,470,061, T8y 518 iy F32
Inctesse in hoans recetvable (  3247E79085) ([  2,047,776,551)
Incresse in other receivahle: [ 654025 1816280
[rctesse in tengal deprats { 6,026,566 ) | 3A28,181 )
[ncrease e capigsl build-up and locked & capital busld-op 1412 562 470 057,551,530
Incrcase in postempioyment definsd benefit ablipanion 167,155,214 42881 450
Dtz in other lahiles 127,568,184 175,306,847
Cash used in operation { B_rorns) | JH4,687 372 )
Interest eosived i, 12 2,970,563 2 B0T 5HE
Cagh paicl for Gisl bxes { 4113y 579518 )
Met Cash Used in Operating Activities i 0805665 | 382,369,302 )
CASH FLOWS USED IN AN INVESTIMNG ACTIVITY
Aequisitions of property and equipment ] i SEIG5A46) | AT 807,207 )
CASH FLOWS FROM FINAMCIMNG ACTIVITIES in
Proceeds from knan avalments BT, (01 M SR, 100000
Payrms=nis of Ioans ) HH00 M ) HUh, TR CH)
Inserest pad i Z9B62933) 14, 136,408 )
Mer Cash Prom Finanomg Activibes 1L 137,067 158,263,595
WET INCREASE (DECREASE) IMN CASH 32,075,956 [ 221.92914 )
CASH AT BEGINNWNING OF YEAR 262,119,595 4003 30
CASH AT END OF YEAR P 204,195,551 P 119,595
See MWotes fo Finarefal Stademenis,
E R Eramsme.



ASA PHILIPPINES FOUNDATION, INC.
(A Neastock, Nonprofit Onganization)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Amounts in Philippine Pesos)

CORPORATE INFORMATION
LI Foundation Fafoomation

ASA Philippines Foundation, Inc. {the Foundation or ASA) was incorporated as a
nenstock, nonprofit orpanization and repistered with the Philippine Secunties and
Exchange Commission on July 9, 2004. As a non-stock, non-profit organization, the
Foundation zims to: {a) provide efficient and affordable financial services to the poor
for their income-generating activitdes; (b} butld an effective and efficient microfinance
mstitution for sustainable delivery of microfinance services to the entreprencunal poor;
and, (c) facilitate the convergence and provision of other social services for the poor,

The ASA Progiam provides:

fa) Microfinance services to qualified poor, low-incoine women engaged in tniceo and
small gcale enterprises;

i#)  Fmancial and other forms of assistance to its members in case of sickness, death
and calamities and college scholarship for deserving children of members, as part
of socdal setvices to the poor; and,

f¢) Business development services for the members to unprove efficiency and
effectiveness in enterprise management.

As of December 31, 2016 and 2015, the Foundation has B50 and 700 branches,
respectively, covering 82 provinces in the Philippines, Morcover, as of

December 31, 2016, the Foundation had a total of 1,108 service points which comprise
of the branches, 77 extension units and 181 satellite unitz. The Foundation has
established foothold in Luzon, Visapas and Mindanao, as it operates 427, 208, and 215
branches theremn, respecovely.

The Foundation's registered head office, which is also its principal place of business, is
located at 15" Floor Prestige Tower, F. Ortigas |r. Street, Ortigas Center, Pasig City.

1.2 Approval of Financial Statements

The financial statements of the Foundation s at and for the year ended
December 31, 2016 (including the comparaive financial statements as at and for the year
ended December 31, 2015) were authotized forjssue by the Foundation®s Board of
Trustees (BOT) an March 20, 2017. | .
g |

e MAR 23 2617
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

"The significant accounting policies that have been used in the preparation of these
financial statements are summanzed below, The policies have been consistently
applied to all years presented, unless otheroise stated.

2.1 Basis of Preparation of Financral Statements

fa)

()

Statenent of Compiance with Philippine Financal Reporting Standards

The financial statements of the Foundation have been prepared in accordance
with Philippine Financial Reporting Standards (PFRS). PFRS are adopted by the
Financial Reporting Standards Council (FRSC) from the pronouncements isswed
by the International Accounting Standards Board, and approved by the
Philippine Board of Acconntancy.

"The financial statements have been prepared using the measurement bases
specified by PFRS for each type of asser, labiliry, income and expense. The
measurement bases are more fully described in the sccounting policies that
Falbowy,

Presentainon af Financial Ntarements

The Anancial statements are presented mn accordance with Philippine Accounting
Standard (PAS) 1, Presendation of Fimanaal Statements. The Foundation presents all
items of income and expenses in a single statement of comprehensive income,

‘I'he Foundation presents a third statement of financial position as at the
beginming of the preceding period when it applies an accounting policy
retrospectively, or makes a retrospective restatement or reclassification of items
that has a materizl effect on the information in the financial positdon at the
beginning of the preceding perod. The related notes to the third statement of
financial position are not reguired (o be disclosed.

Framctomal amd Prerasiation f_f.nlrm@

These financial starements are presented in Philippine pesos, the Foundation's
functional and presentation currency, and all values represent absolute amounts
except when otherwise indicared.

ltems included in the financial statements of the Foundation are measured using
its functional currency. Functional currency is the primary economic
environment in which the Foundation operates.
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2.2 Adopien of New and Amended PFRS

fa)  Effective in 2018 that are Refevant io the Forndation

The Foundation adopted for the first ame the following amendment and annual
improvements to PFRS, which are mandatonily effective for annual periods
begrinning on or after Jamaary 1, 201 6:

PAS 1 (Amendments) :  Presentaton of Financial Statements —
Disclosure Initiative
PAS 16 and 38
(Amendments) : Property, Plant and Equipment, and
Intangible Assets — Clanficadion of
Aceeptable Methods of Depreciaton
and AmoriiEanon
PAS 16 and 41
{Amendments) : Property, Plant and Equipment, and
Agriculmure — Bearer Plants
Annual lmprovements : Annual Improvements to

PFRS (2012-2(114 Cycle)

Discussed below are the relevant information abont these amendments and
ImMprovements.

i)

)

PAS 1 (Amendments), Preseatation of Finandal Siatements — Disclomre Instrative.
The amendments encourage entities to apply professional judgment in
presenting and disclosing information in the fnancial statements,
Accordingly, it clarifies that matenality applies o the whole Anancial
statements and an entity shall not reduce the understandability of the
financial staternents by obscuring material information with immatenal
infotmation or by aggrepating material stems that have different natures or
functions. It further clarifies that in determining the order of presenting
the notes and disclosures, an endty shall consider the underseandability and
comparability of the financial statements,

PAS 16 (Amendments), Praberty, Plant and Eqraparent, and PAS 38
(Amendments), Intangible Asiets — Clarifation of Aoepiable Methods of
Depereciation and Amortization. The amendments in PAS 16 clarify that a
depreciation method that is based on revenue that is generated by an
activity that includes the use of an asset is not appropnate for property,
plant and equipment. The amendments also provide gudance that the
expected future reductions in the selling price of an item that was produced
using the asset could indicate an expectanon of technological or
commercial obsolescence of an asset, which may reflect a reduction of the
future economic benefits embodied in the asset.



i

(i) PAS 16 (Amendments), Prapery, Plant and Equipment, and PAS 41
{Amendments), Agialiere — Bearer Plarts, The amendments define a bearer
plant as a living plant that is used in the production or supply of agricultural
produce, i3 expected to bear produce for more than one period and has a
remote likelihood of being sold as agocultural produce, except for
incidental scrap sales. On this basis, bearer plant is now included within
the scope of PAS 16 rather than PAS 41, allowing such assets to be
accounted for as property, plant and equipment and to be measured afier
initial recognition at cost or revaluation basis in accordance with PAS 16.
The amendments further clanfy that produce prowing on bearer planis
remaing within the scope of PAS 41.

() Annual Improvements o PFRS (2012-2014 Cycle). Among the
improvements, the following amendments are relevant to the Foundation
but had no material impact on the Foundation's Anancial statements as

these amendments merely clanify the existing requirements:

*  PAS 19 (Amendmenis), Enployee Benefits — Dvivomsent Rate: Regiomal Markei
Lsme, The amendments clanify that the currency and term of the high
quality corporeate bonds which were used to determine the discount
rate for post-employment benefit obligations shall be made consistent
with the currency and estmated term of the post-employment benefit

obligations.

o  PFRS 7 (Amendments), Firamdal Initraments: Discloeres — Servicing
Contracts. The amendments provide additional guidance to help entides
identify the dreumstances under which a contract to “service™ financial
assets is considered to be a continuing involvement in those assets for
the purposes of applying the disclosure requirements of PFRS 7, Such
circumstances commonly anse when, for example, the servicing is
dependent on the amount or Gming of cash flows collected from the
transferred asset or when a fixed fee is not paid in full due to
non-performance of that asset.

(b} Effeceive in 2006 bui are not Redevant to the Fowndation
The following new PFRS, amendments and annual improvements to existing

standards are mandatorily effective for annual periods beginning on or after
Janwary 1, 2016 but are not relevant to the Foundation's financial statements:

PAS 27 {Amendments) | Sepua.tlr: Financial Smrements — F.qmr}'
Method in Separate inancial
Stareraerite

PFRS 10, PFRS 12 and
PAS 28 (Amendments) : Consolidated Financial Statements,

Disclosure of Interests in Other
FEnones, and Invesomenrts in Associares
and Joint Ventures — Investment
Entities — Applying the Consolidation
Exception

PFRS 11 (Amendments) 1 Joint Armangements — Accounting for
Acquisitions of Interests in Joimne
{:lpeulims

THEE7ISE” 4 4 r o DR, ARSI L e e, BN SRUTYRLE e e



Annual Improvements to
PFRS (2012-2014 Cycle)
PFRS 5 (Amendments) :  MNon-carrent Assets Held for Sale
and Discontinued Operations —
Changes in Methods of Disposal
PFRS 7 (Amendments) ¢ Financial Instruments: Disclosures -
Applicability of the Amendments to

PERS T o Condensed Intertm Finaneial

Statements

PAS 34 (Amendments) 1 Intenm Financial Reporting — Disclosure
of Information “Elsewhere in the
Interim Financial Report”

() Effective Subseguent to 2016 ut mot Adupted Farly

Thete are new PFRS, amendments and annual Improvements to existing
standards effecove for annual periods subseguent to 2016 which are adopted by
the FRSC. Management will adopt the following relevant pronouncements in
accordance with their transiional provisions; and, unless otherwise stated, none
of these are expected to have significant impact on the Foundation's financial
StateInEnts;

(1

(i)

PAS 7 (Amendments), Starement of Carch Flows — Disclosure Initiative (effective
from January 1, 2017). The amendments are designed to impeove the
quality of information provided to users of financial statements about
changes in an entty’s debt and related cash flows (and non-cash changes).
It requires an entiry to provide disclosures thar enable users to evaluare
changes in lishilities arising from financing activities, An entity applies its
judgment when determining the exact form and content of the disclosures
needed to satisfy this requiremerit. Moreover, it sugpests a number of
specific disclosures that may be necessary in order to satisfy the above
requirement, including: (a) changes in habilities arising from financing
activities caused by changes in financing cash flows, foreign exchange rates
or fair values, or obtaining or lesing control of subsidiaries or other
businesses; and, (b} 2 reconciliadon of the opening and closing balances of
lizbilities arizing from financing activities m the statement of fimancial
[:u;:sdli-_'-n il}clm]ing tlioee f;hung:eu identified imumedately above,

PERS 9 (2014), Financial Insirnments (effective from January 1, 2008). This
new standard on fGnancial instruments will replace PAS 3 and PFRS 9
(200%, 2010 and 2013 versions). This standard contains, among others, the
following:

* three pancipal classification categories for Bnancial assets based on the
business model on how an cotity is managing its financial instruments;

* an expected loss model in determining impairment of all financial
assets that are not measured at fair value through profit or loss
(FVTPL), which generally depends on whether there has been a
.ﬂ.ig:L'LE:mt ncrease mn credit nsk aiuc:i:uiﬁﬂlrﬁmgnitiunufa Financial
pssel; and,
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* anew model on hedge accounting that provides significant
improvements principally by aligning hedge accounting more closely
with the nsk management activities undertaken by entities when
hedging their financial and non-financial risk exposures.

In accordance with the financial asset classificaton panciple of PFRS 9
(2014), a fmancial asset is classified and measured at amortized cost if the
assef 15 held within a business model whose objective 8 to hold financial
assets in order to collect the contractual cash flows that represent solely
payinents of pancipal and interest (3PPI) on the pancipal vusanding,
Moreover, a financial asset is classified and subsequently measured at fair
value through other comprehensive income if it meets the SPPI ctiterion and
ts held in 2 business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets. All other financial
assets are measured at FVTPL.

In addition, PFRS 9 (2014) allows entities to make an irrevocable election to
present subsequent changes in the fair value of an equity instrument thar is
not held for tading in other comprehensive income,

"The accounting for embedded derivadves in host contraces that are financial
assets is simplified by removing the requirement to consider whether or not
they are closely related, and, in most arrangements, does not require
separation from the host contract.

For habilities, the standard retains most of the PAS 3% requirements which
include amortized cost accounting for most financial liabitites, with
bifurcation of embedded denvatives. The amendment also requites changes
int the fair value of an entity’s own debt instruments caused by changes in its
own credit quality to be recognized in other comprehensive income rather
than in profir ar loss,

Management is currently assessing the impact of PFRS 9 {2014) on the
financial staterments of the Foundation and it will conduct a comprehensive
study of the potential impact of this standard poior to its mandatory
adopton date to assess the impact of all changes.

f) PFRS 15, Revense from Contract pith Casiomers. This standard will replace
PAS 18, Revemwe, and PAS 11, Comrution Contracs, the related Interpretations
on revenue recognition: International Finaneial Reporting Interpretations
Commitiee (IFRIC) 13, Curtomer Loyalty Prograseees, IFRIC 15, Agreement for
the Construction of Beal Estate, IFRIC 1B, Trangfers of Arseis from Curtapsers and
Standing Interpretanions Comimittee 31, Rewemge — Barter Transactfonr Involuing
Adsertising Serwees, effective Januvary 1, 2018, This new standard establishes a
comprehensive framework for determining when to recognize revenue and
how much revenue to recognize. The core principle in the said framework is
for an entity to recognize revenue o depict the transfer of promised goods or
services to the customer in an amount that reflects the consideration to
which the entity expects to be entitled in r_t-n:hmge for those gui}ds ar
services.

Management is curtently assessing the impact of this new standard in its
financial statements.
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(iv) PFRS 16, Leares (effectve from January 1, 2019). The new standard will
eventually replace PAS 17, Legrer.

For lessees, it requires to account for leases “on-balance sheet” by
recognizing a “right of use™ asset and a lease Bability, The lease lability is
initially measured as the present value of future lease payments. For this
purpose, lease payments include fixed, non-cancellable payments for lease
elements, amounts due under residual value puarantees, centain types of
conbngent payments and amounts due duting optional periods to the extent
that extension is reasonably certain.  In subsequent peniods, the
“right-of-use’ asset is accounted for similardy to a purchased asset and
depreciated or amortized. The lease Hability is accounted for similar to a
financial liability using the effective interest method. However, the new
standard provides important reliefs or exemptions for short-term leases and
leases of low valwe assets. 11 these exemplions are used, the m:-u:-m.ml:ing 15
similar to operating lease accounting under PAS 17 where lease payments are
recognized as expenses on a straight-line basis over the lease term or another
spstematic basis (if more representative of the pattemn of the lessee’s benefit).

For lessors, lease accountng s similar to PAS 175, In particular, the
distinction between finance and operating leases is retained. The definitions
of each type of lease, and the supporting indicators of a finance lease, are
substantially the same as PAS 17's. The basic accounting mechanics are also
similar, but with some different or more explict gusdance in few areas.
These include variable payments, sub-leases, lease modifications, the
treatment of initial direct costs and lessor disclosures.

Management is currenty assessing the impact of tus new standard in 1ts
fmancial statements.

23 Financial Assers

Financial assets are recognized when the Foundation becomes a party to the
contractual terms of the fingncial instruments. For purposes of classifying finandal
assets, an instrument is considered as an equity instrument if is non-dervative and
meets the defimtion of equity for the 1ssuer in accordance with the criteria of PAS 32,
Financal Tnpruments; Pregentation. Al other non-dedvative financal mstruments are
treated as debt instruments.

Financial assets other than those designated and cffective as hedging instruments ase
classified into the following categories: financial assets at FVTFL, loans and
receivables, held-to-maturity investments and available-for-sale financial assets.

Finatcial assets are assigned to the different categores by management on initial
recognition, depending on the putpose for which the investments were acquired.

Repular purchases and sales of financial assets are recognized on their trade date.

All financial assets that are not classified as at FV'TPL are initially recognized at fair
value plus any directly attributable transacdon costs. Financial assets carried at FV'TPL
are initially recorded at fair value and the related transaction costs are recognized in
profit or loss.

The financial assets caregory that 1s currently relevant to the Foundation 1s loans and
receivables.
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Lioans and receivables are non-dervative financial assets with fixed or determinable
payments that are not guoted in an active matket. They atise when the Foundation
provides money, goods o services directly to a debitor with no intention of trading the
receivables.

The Foundation’s financial assets cateporzed as loans and receivables are presented as
Cash, Loans Receivable, Cither Receivables and Rental Deposits in the statement of
financial position. Cash includes demand deposits which generally eam interest at
daily bank deposit rates and are subject to insignificant changes in value.

Loans and recervables are subsequently measured at amortized cost using the effective
mterest method, less impairment loss, if any. Impairment loss is provided when there
is any objective evidence that the Foundation will not be able to collect all amounts
dse to it in accordance with the orginal terms of the receivables. The amount of the
mmpairment hoss is determined as the difference between the assets” carrying amount
and the present value of estimated future cash flows {excloding future credir losses that
have not been incurred), discounted at the Anancial asset’s onginal effectve interest
rate or awrent effective intetest rate determined under the contract if the loan has a
vaniable interest rate.

The carrying amount of the asset shall be redwced etther directly or through the use
of an allowance account. The amount of the Joss shall be recognized in profit or loss.

If in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized (such as an improvement in the deltor’s credit rating), the previowsly
recognized impairment loss is reversed by adjusting the allowance account. The
reversal shall not result in & carrying amount of the financial asset that exceeds what
the amortized cost would have been had the impairment not been recognized at the
date of the impairment is reversed. The amount of the reversal is recogiized in
profit or loss,

All income and expenses, jj'pu:]u-d:ing- impa.i.fmr:n: loeses, relaning to financial assets that
are recognized in profi or loss arc presented as part of General and Administrabve
Expenses account under the Operating Expenses section in the statement of
comprehensive meome,

Non-compounding interest and other cash fows resulting from holding fnancial
assers are recognized in profit or loss when earned, regardless of how the related

carrying amount of Anancial assets 18 measured. All expenses relating to financial
agselts are recognized in profit or loss.

The financial assets (or where applicable, a part of a financial asset or part of a group
of financial assets) are derecognized when the contractual rghes to receive cash Hows
from the financial instruments expire, or when the financial assets and all substantial
risks and rewards of ownership have been transferred to another party. 1f the
Foundation neither rransfers nor retains substantially all the risks and rewands of
ownership and continues to control the transferred asset, the Foundaton recognizes
1ts retained interest in the asset and an associated lability for amounts it may have to
pay. If the Foundation retains substantially all the nsks and rewards of ownership of a
transferred financial asset, the Foundaton continues to recognize the financial azser
and also recopnizes a collateralized borrowing for the proceeds received.



2.5 Orher Assets

Other assets pertain to other resources controlled by the Foundation as a result of past
events, They are recognized in the financial statements when it is probable that the
future economic benefits will flow to the Foundation and the asset has a cost or value
that can be measured reliably.,

26 Property and Egquipment

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

The cost of an asset comprises its purchase prce and directly attnbutable costs of
bringing the asset to working condition for its intended use. Expenditures for
addifions, major improvements and renewals are capitalized while expenditures for
repatrs and maintenance are charged to expense as incurred.

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

Building 15 years
L.qmpmmt anid vehicles 5 years
Fumiture and fixtures 3 years

Office improvements are amortized over the estimated useful life of the improvements
of five years, or the term of the lease, whichever is shorter.

The Foundation’s property and equipment are subject to impairment testing whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable,

Impatmment loss for property and equipment is recognized for the amount by which
the asset’s carrying amount exceeds its recoverable amouonts which is the higher of its
fatr value less costs to sell and its value in use. In determining value n use,
management estimates the m{p::tﬂd future cash flows from such asset and

determines the suitable interest rate in order to calculate the present value of those
cash flows. The data used fior impairment festing procedures are directly linked to the
Foundation's latest appeoved budget, adjusted as necessary to exclhude the effects of
asset enhancements. Discount factors determined reflect management’s assessment of
respective risk profiles, such as market and asset-specific rsk factors.

Property and equipment is subsequently reassessed for indications that an impairment
loss previously recognized may no longer exist. An impairment loss is reversed if the
recoverable amount of the property and equipment exceeds its carrying amount.

‘The residual values, estimated useful lives, and depreciation and amortizaton method
of property and equipment are reviewed and adjusted if approprate, at the end of each
reporting period.
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An item of property and equipment, incdluding the related accumulared depreciation
and amortization and any impairment losses, 18 derecognized upon disposal or when
no futare economic benefits are expected to anse from the continued use of the asser
Any gain or loss ansing on derecognition of the asset {calculated as the difference
between the net disposal proceeds and the carrying amount of the item) is incloded in
profit or loss n the year the item is derecognized.

27 Financial Liabilities

Finaneial labilities, which include Capital Build-up (CBU) and Locked in Capital
Build-up (LCBU), Loans Payable and Other Liabilities (excluding tax-related liabilices)
are recognized when the Foundation becomes a party to the contractual terms of the
instrument. These are initially recognized at their fair value and subsequently
measured at amortized cost using effective interest method for matutities beyond one
year, less settlement payments.

All interese-related charges incursed on financial liabilities are recognized as expense in
profit or loss as part of Project Costs account under Operating Expenses in the
statement of comprehensive income.

Loans payable are mised for support of long-term funding of operations. This is
recognized at proceeds received, net of direct issue costs. Finance charges, including
premiums payable on settlement or redemption and direct issue costs, are charged to
profit of loss on an accrual basis using the effective interest method and are added to
the carrying amount of the instrument to the extent that they are not settled in the
petiod in which they arse,

Financial labilities are derecognized from the statement of financial position only
when the obligations ate extinpuished either through discharge, cancellation or
erpuﬂl:mn The difference between the carfying amouit of the Anancial liability
derecognized and the consideration paid ot payable is recognized in profit or loss.

2.8 Ofiserting Financial Instnunents

Finandial assets and financial liabdlides are offset and the resuling net amount,
considered as a single financial asset or financial Hability, is reported in the statement
of financial position when the Foundation euttently has legally enforceable right o set
off the recopnized amounts and thete is an intention to settle on a net basis, or realize
the asset and settle the liability simultancously, The right of set-off must be available
at the end of the reporting perind, that is, it is not contingent on future event. [t must
also be enforceable in the normal course of business, in the event of default, and in the
event of insclvency or bankruptey; and must be legally enforceable for both entity and
all counterparties to the financial instraments.

2.9 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of
econpmic resources and they can be estimated reliably even if the fiming or amount of
the cutflow may still be uncertain, A present obligation arises from the presence of a
legal or constructive obligation that has resulted from past events,

Provisions ate measured at the estimated expenditure required to settle the prescnt
obligation, based on the most reliable evidence available at the end of the reporting
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Where there are a number of similar obligatons, the likelihood that an outflow will be
required in seftlement is determined by considering the class of obligatons as a whole.
When time value of money is matarial, long-teem provisions ate discounted to their
present values using a pretax rate that reflects marker assessments and the rsks
specific to the obligaton. The merease in the provision due to passage of time is
recophized as interest expense.  Provisions are reviewed at the end of each reporting
peried and adjusted to reflect the current best estimate,

In those cases where the possible outflow of economic resource as a result of present
obligations iz considered improbable or remaote, or the amount to be provided for
cannot be measured reliably, no lability 15 recognized in the financial statements.
Similarly, possible inflows of economic benefits to the Foundation that do not yet
meet the recognition criteria of an asset are considered contingent assers, hence, are
not recopmized in the financial statements. On the other hand, any reimbursement
that the Foundaton can be virtually certain to collect from a third party with respect
to the obligation is recognized as 4 separate asset not exceeding the amount of the
related provision.

210 Revenue and Expense Recognition

Revenue comprises revenue camed related w rendering of services (Lo, cxtending
Inans) measured by reference o the far value of consideration received or receivable

by the Foundation for services provided, excluding any rebates.

Revenue iz recn::g;u.imr.‘f to the extent that revenue can be reliably measured; it is
probable that the economic benefits will flow to the Foundation; and, the cost
mcarred or to be incurred can be reliably measured. In addition, the following specific
recognition crteria must also be met before revenue is recognized;

{a) Nerwice fees — Service fees are deducted upfront in full upon disbursement of loan
proceeds to the members. Uneamed service charges is recognized during the
month of disbursement and subseguently, camned as revenue, based on the
effective interest method of accounting, as the Inan is fully collected from the
members,

The effective interest method is 2 method of calculating the amorntized cost of
financial asset or a financial ability and allocating the income over the relevant
period. The effective interest rate is the rate that exacily discounts estimated
future cash flows r]:.mugh the-e:[mcted usefual ife of the financial nstroment or a
shorter perod, where approprate, to the net canying amount of the financial
asset or financial liability. When calculanng the effective interest rate, the
Foundation estimates cash Hows considerng all contractual terms of the financial
instruments but does mot consider future credit losses.

Once the recorded value of a financial asset or group of similar Gnancial assets
has been reduced due to an impairment loss, interest income continues to be
recognized using the orginal effective interest mte used to discount the future

recoverable eash flows,

b} Imtereit — Interest income from cash in banks s recopnized as interest acerues
taling into account the effective yield of the asset.
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Costs and expenses are recognized in profit or loss upon udlization of the goods
and,/or services or at the date they are incurred. Any finance costs are reported in
profit or loss on an acerual basis, except any borrowing costs that is related to a
qualifying asset that is capitalized as part of the cost of the asset (see Note 2.12),

211 Leases — Foundarion as Lessee

Leases, which do not transfer to the Foundation substantially all the rsks and benefies
of ownership of the asset, are classified as operating leases, Operating lease payments
(tiet of aiy incentive received from the lessor) are recognized as expense n profit or
loss on a steatght-line basis over the lease term,  Assodiated costs, such as repairs and
maintenance and insurance, are expensed as incurred,

The Foundation defermines whether an arrangement is, or contains, a lease 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 assct or assets and the
artangement conveys a nght to use the asset

212 Employee Benefits

The Foundation provides post-employment benefits to employees through a defined
benefit plan, defined contribution plans, and other employee benefits which are

rl:cugn.iz:d as follows:
faf  Porr-employment Defined Besgfi Plan

A defined benefit pf:eu:l. isa post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, vears of service and salary, The
legal obligation for any benefits from this kind of post-employment plan remains
with the Foundation, even if plan assets for funding the defined benefit plan have
been acquired. Plan assets may inclede assets specifically desigimated wo a
long-term benefit fund, as well as qualifying insurance policies. The Foundation's
defined benefit pension plan covers all regular full-Gme employees.

The liability recogmized in the statement of financial pesiton for a defined benefit
plan solely pertains to the present value of the defined benefit obligation at the
end of the reporting period. The defined benefit obligpation is caleulated annually
|:::jr an independent actuary us.'ing the Fm]cctﬂd unit credit method, The present
value of the defined benefit obligation is determined by discounting the estimated
future cash outflows for expected benefit payments using a discount rate derved
from the interest rates of zero eonpon government bonds as published by the
Philippine Dealing & Exchange Corp., that are denominated in the currency in
which the benefits will be paid and that have tenms to matunty approximating to
the terms of the related post-employment bability,

Remeasurements, comprsing of actuardal guns and losses ansing from expenence
adjustments and changes in acuaral assumptions are reflected immedzately in the
statement of financial posidon with a charge or credit recognized in other
camprehensive income in the period in which they anse. Interest expense is
calculated by applying the discount tate at the beginning of the period, taking
account of any changes in the net defined benefit liability during the pedod as a
result of benefit payments. Interest expense is reported as part of Project Costs
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Past-service costs are recognized immediately in profit or loss in the perod of a
plan amendinent or curtailment.

Por-enprioymeent Defined Conirtbutton Plans

A defined contribution plan is a post-employment plan under which the
Foundation pays fixed contmburions into an independent entiry [such as the
Soctal Security System (555)]. The Foundation has no legal or constructive
obligations to pay further contnbutions after payment of the fixed contdbution,
The contributions recognized in respect of defined contabution plans are
expensed as they fall dee. Liabilities or assets may be recopnized if underpayment
or prepayment has occurred and are nommally of a short-term natare

Termination Bemefits

Termination benefits are payable when employment is wrminated by the
Foundation before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. The Foundation recognizes
termination benefits at the earlier of when it can no longer withdeaw the offer of
such benefits and when it recognizes costs for a restructuring that is within the
scope of PAS 37, Proviions, Coniingent Lialitities and Contingent Asizis, and involves
the payment of termination benefirs. In the case of an offer made 1o encourage
voluntary redundancy, the termination benefits are measured based on the
number of employees expected to accept the offer. Benefits falling due more
than 12 months after the end of each reporung period are discounted to theie
present value.

Compenrated <1bsences

Compensated absences are recognized for the number of paid leave days
{including holiday entitlement) remaining at the end of the reporting period.
They are included in Other Liabilities account in the statement of Hnancial
position at the undiscounted amount that the Foundation expects to pay as a
result of the unused entitlement.

2.12 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are directly
attritbutable to the mui:iﬂ;}n, constracton oF ]-:m::-dur:ﬁm of a qun]lffm.g asaet

(i.c., an assct that takes a substantial penod of ome to get ready for its intended use
or sale} are capitalized as part of cost of such asset. The capitalization of borrowing
costs commmences when expenditures for the asset and borrowing costs are being
incurred and actuvities that are necessary to prepare the assct for its mtended use or
sale are in progress. Capitalization ceases when substantially all such activities are
complete,

Investment income earned on the temporary investment of specific borrowings
peiuding their & iture on gqualifying assets is deducted from the borrowing costs
ehgble for capitalization.
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213 Fund Balance

Grants and contnbutions represent the initial contribution received by the Foundation
at the start of its operations.

Cumulative results of operations represent all current and prior period results of
D‘Fi.'.ﬁ.liﬂ-ﬂﬂ a5 ﬂ:p-nrted it the Pmﬁl o loss secton of the staterment of cam[}re_hs:nn:ive
inCome.

Remeasurement of post-employment defined benefit plan pertains to the cumulative
balance of actuanal gains and losses adsing from expenence adjustments and changes
in actearial assumptions used in the determination of the post-employment defined
benefit obliganon,

214 Related Party Relationships and Transactions

Related party transactions are transfers of resources, services or obligations between
the Foundation and its related parties, regardless whether a price is charged.

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, These parties include: (a) individuals owning, directly or indirectly
through one or more intermedianes, coateol or are controlled by, or under common
contrel with the Foundation; (b) associates; and, (c) individuals owning, directly or
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 indwidual.

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

2.15 Events after the End of the Reporting Perlod

Any post-year-end event that provides additional information abour the Foundation's
statement of financial position at the end of the reporting perod {adjusting event] is
reflected in the finandal statements. Post-year-end events that are not adjusting
events, if any, are disclosed when matedal to the Gnancial statements,

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Foundation’s financial statements in sccordance with PFRS
requires management to make judgments and estimates that affect the amounts
reporied in the financial statements and related notes, Judgments and estmates are
continually evaluared and are based on histoncal expenence and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. Actual results may ultimately difter from these estimates.
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4.1 Crtical Managemens fudgments in Applying Accounting Policies

ln the process of applying the Foundaton’s accounting policies, management has
made the following judgments, apart from those involving estimation, which have the
most significant effect on the amounts recognized in the financial estimates:

()

(k)

Diésinction beiween Operating and Fimance Leases

The Foundation has entered into various lease apreements as a lessee. Crrdeal
judgment was exercised by management to distinguish cach lease apreement as
either an operating or finance lease by looking at the transfer or retention of
significant rizk and rewards of owneeship of the properties covered by the
agreeinents, Failure to make the rght judgment will result in either overstatement
or understatement of assets and liabilites.

Management has assessed that its existing lease agreemenis qualify as operating
leases.
Recopnition of Provigons and Comifngener

Judginent is exercised by management to distinguish between provisions and
conlngencies, Policies on recogmition of provisions and contingencies are
discussed in Note 2.8 and relevant disclosures are presented in Note 18,

4.2 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting perods, that have a significant risk
of causing a matenal adjustment to the carrying amounts of assets and labilittes within
the next reporting petiod:

fa)

(®)

Lempatroment af Loans and OQther Recervainies

Adequate amount of allowance for impairment is provided for specific and
groups of accounts, where objectve evidence of impainment exists. The
Foundation evaluates the amount of allowance for impairment based on available
facts and cireumstances affecting the collectabihity of the accounts, including, but
not limited to, the length of the Foundation™s relationship with the membees, the
members’ current credit stams, average age of sccounts, collection experience and
historical loss experience. The methodology and assumptions nsed in estimanng
futate cash fows are reviewed regulady by the Foundation to redoce any
differences between loss estimates and acmal loss experience,

The carrying value of loans and other receivables and the analysis of allowance for
impairment on such financial assets are shown in Note 7.

FEstimeation af Ulnefnd Liver of Property and Equegement

The Foundation estimates the useful lives of property and equipment based on
the perod over which the assets are expectes] (o be available for use. The
estimated useful fives of property and equipment are reviewed periodically and are
updated if expectations differ from previous estimates due to physical wear and
tear, technical or commercial obsolescence and legal or other mits on the use of
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The carrying amounts of property and equipment are analyzed in Note 8. Based
on management's assessment a8 of December 31, 2016 and 2015, there is no
change in estimated useful lives of property and equipment during those years,
Actuml results, however, may vary due to changes in estimates brought about by
changes in factors mentioned above.

[mpasirmrent af Property and Egwiteent

The Foundation's policy on estimating the impairment of property and
equipment is discussed in detail in Note 2.5, Though management believes that
the assumptions used in the estimation of the carrying amount of the assets are
appropriate and reasonable, significant changes in these assumptions may
matetially affect the assessment of recoverable amount and any resulting
impairment loss could have a matenal adverse effect on the results of operations.

Management has assessed that there are no indications of impairment on the
Foundation's property and equipment at the end of each reporting peniod; henee,
no impairment losses are required to be recognized on those assets in any of the
reporting periods,

U etlepsations of Post-engplayment Defined Bemefft

The determination of the Foundation™s obligation and cost of post-employment
defined benefit is dependent on the selection of certain assumptions used by an
independent actuary in calculating such amounts. “Those assumptions include,
among others, discount rates and salary rate increase. A significant change in any
of these actuatial assumptions may generally affect the recognized expense, other
comprehensive income or losses and the carrying amount of the post-employment
benefir obligation in the next reporting period.

The amounts of post-employment benefit obligation and expense and an analysis
of the movements in the estimated present value of post-employment benefic
obligation as well as the analysis of the sensitivity of such obligation o the
changes in significant assumptions are presented in Note 14.2.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Foundation is exposed to a vatety of Anancial risks which result frofm its
operating and financing activities. The Foundadon®s risk management 13 coordinated
with its BOYT, and focuses on actively securing the Foundarion's short to medium term
cash flows by minimizing the exposure to fnancial markets.

The Foundation does not engage in the trading of financial assets for speculative
purposes nor does it write opions.

The maost sipnificant financial risks to which the Foundation is exposed to are
described in the succeeding sections.



- T

4.1 Credit Risk

Credit sk 15 the risk that a counterparty may fail to discharge an obligation to the
Foundation. The Foundation is exposed to this risk for finandal instruments ansing
from granting loans and advances 1o its members and its employees, and placing
deposits to various local banks.

The Foundation continuously monitors default of its members and other
counterparties, identified individually or by group, and incorporare the informaton
into its credit nsk controls. The Foundation's policy is to deal only with creditworthy
counterparties. In addition, loans and other receivables are secured by CBU and
LCBU of members which can be applicd against any amounts due in cases of default
on loan paymenis.

The mmaxitnam credit exposure of Gnancial assets 18 the cartying amnount of the
financial assets as shown in the statements of financial position or in the detailed
atalysis provided in the notes o the Anancial statements, as summanzed below.

Motes 2016 2015
Cash i P 294195551 P 262,119,595
Loans receivable - net 7 8,398 365,852 5217,722,784
Other receivables 7 108,671,315 02,127,192
Bental deposits 18 21.4M.79% 13408230

E 8822667514 ES3871377.806

The credit risk for cash is considered negligible, since the counterparties are reputable
banks with high quality external credir ratings. Included in cash are cash in banks
which are insured by the Philippine Deposit Insurance Corporation op to 2 maximum
coveeage of PO.S million for every depositor per banking instmition.

Total past due loans amountng to P4.2 mullion for 1,371 members and P3.3 million
for 699 members as of December 31, 2016 and 2015, respectively, have been fully
provided with adequate amount of allowance for impairment.

In respect of loans receivable and other receivables, the Foundation is not exposed to
any significant eredit risk exposure to any single counterparty. Symificant portion of
the Foundaton's loans receivable pertains to claims from varnous proups of members
with similar charactenstics. However, the Foundation has no expenence of significant
members’ default and histonical losses from any single group of counterpartics.

4.2 Liguidity Risk

The Foundaton manages its llqu.tdn}r needs by ::nreﬁ.tl.l:.r uwrtlj::m‘jng scheduled delbi
servicing payments for long-term financial liabilites as well as cash outflows due in a
day-to-day business. Liquidity needs are monitored in vanous time bands, on a
day-to-day and week-to-week basis, as well as on the basis of a rolling 30-day
projection, Long-tetin liquidity needs for a six-month and one-year peniod are
identified monthly.
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The Foundation maintains cash to meet its Bguidiry requirements for up to 30-day
penods. Funding for long-term liquidity needs 15 addidonally secured by an adequate
amount of committed credit facilides and the abaity to conststently maintain an
ckfective collection tum-over. As of December 31, 2016 and 2015, portfolio at risk is
at 0.11% and 0.07%, respectively.

As at December 31, 2016, the Foundation®s financial labilities have contractual
maturities which are presented below.

Wil Witken Alier ane ez
_Meges  _ Genontke 0 1deeeubs 0 bulasthin Greyees _ Tolal
CRL) and LCAL B I 46BEGSEHIE T - P - T 4 4R 654,108
Lexrna ragaitdde L{L] 3,113,125 61 HME D4 Sik5A AN TS AR SN
1 hkser bainfibes il 057,521 470 - — URT 34N
PANIBONN P SLAGHA B SILSIN P 618650078

This compares to the matunty of the Foundation's financial labilides in the previous
reporhng penod as follows:

Withar Witkem Adfver one year
Bt Gmoniks 0 |12months  buiwshinfewsere  Towml
R and LLAL L] I SZmMas1 681 P = I® B 3.224.650,951
Loans payable 1 15, 5 T8, N ITEA55.250 6'51| 14,575 538, 325 625
(ther Imbilities b1 _ BEOCIE MO - _ EGILIEAE

I 42SS(IRY P SIS I EUIAYS B AATI004 4id

The above contractual matuaties reflect the gross cash flows, which may differ from
the carrping valoes of the liabilities at the end of the reporing periods,

CATEGORIES AND OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES

5.1 Camying Amounis and Fair Values by Category

The carrying amounts and fair values of fnancial assets and financial liabilities at
amortized cost presented in the statements of financial position are shown below
(amounts in thousands).

B .l 13
Carrying Fair Carrying Fule
—Metew  _ Vakaes Valuen Yalues Values
Pnamedad Assems

Cash i P 20 P 2% P 2313 P 262,12
| azienes Tecraeaiale - rel 7 BA98, 4 B8 566 5217773 521778
Chbwer mgivaldes T AT HIEST LA T 2127
Rental deposits if PR L] L 15,80 1540
B BREH P BEILGEE B SSETLME E_ S3ALAE

Freaneral Fiahiliey
T amd LR 0 r 4528068 P 453R06E T ANLSEMG P A0I5606G
Laane papakie 4] TTEMI TN, 70K 70 CNN)
{her Hakilisicn 18 PiTEEE SELEEL __ BR0IT _ BEelT

Management considers that the carrying amount of the Foundaton’s financial asscts
and financial liahilities measured ar amortized cost approximares the fair values due to
its short term duration.
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5.2 Offscrung of Financial Assets and Financial Liabilities

The following financial assets with pross amounts preseated in the statements of
financial position are subject to offsetting, enforcesble master netting arrangements
and similar agreements (amounts in thousands):

CEions MO LETIS m:mnmm_n::-um‘.i.. 1B

ieengaized in
thi: atatemend of Finansial Collatemal

Moges . Gmamcial position.  _matouments . meeived _Metamouni

Decembes 31, 2006
Laniii pivirvablen TG P BAE3GE (P 138y P I 3201198
Creher redvoabdes T  HEST) - - 1T
Tuosal E__ 8500w (E_slmey E___- . 0 B 3JTEEGH

Decembes 51, 201%
Loans mecavalbics 0 [ 52177 (P 35450606 F P LGFLINT
{ther seceivables 7 w213 | ik, |.:|=.] 25 412
Tkl P 5uMEs (P LERIE] P E L2011

The following fnancial habilides with gross amounts presented in the statements of
financial position are subject to offsetting, enforceable master netting armngements
and similar agreements {amounts in thousands):

Cirnax amusnes Heladed amoents nod see-off in the

December 11, 2016

Loars paysbis s E___7M0M (BE____SM0MY) P e 100, [Ke
Diecember 31, 2015

Larana payalsie il B 32000 (B30 B - I 142,001

For the inancial assets and hAnancial habilities (1.e., loans and other receivables and the
related loans |'Ja'|ral:llv.-.,| CBL and LCBL balance and Staff CBLI) subject to enforceable
master nettng armangements or similar ammangements above, each agreement between
the Foundation and counterparties allows for net settlement of the relevant financial
assets and financial labilities when both elect to settle on a net basis. In the absence
of such an electon, Anancial assets and Anancial liabilitics will be serded on a gross
basis, however, each party to the master netting agreement or similar agreement will
have the opoon o settle all such amounts on g net basis in the event of default of the

other party.

CASH

The Foundabon's cash in bank balance as of December 31, 2016 and 2015 amounted
to P294.2 million and P262.1 million, respectively, Cash in banks generally earn
miterest af rates based on daily bank deposit rates.

Interest earned from cash in banks amounted to P30 million and P29 nallion 10 2016
and 2015, respectively, and is presented as part of Other Revenues account in the
statemetts nfcumpmhcn:siw: income (see Note 1Z).
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None of the Foundation's savings deposits were held as security for any of the
Foundanon's liabilities at the end of the mpﬂrting p-a:iods.

LOANS AND OTHER RECEIVABLES

These accounts include the following;

7.1 Loans Receivable

Loans receivable as at December 31 consst of;

2016 2015
Laorans receivable P 9,777,522,725 P6,469,821.900
Uneamed service charges ¢ 97.037.573) (__B43.8890.801)
8,840,385,152  5,625,932,009
Allowance {or impairment (—442.019.300) ( 408,209,31(0)

P 8,398,365,852 [5.217,722,789

As of December 31, 2016 and 2011 5, the Foundation has 1,273,136 and 1,073,580
active members, respectively.

Loans receivable represent microfinance loans granted fo the Foundation’s members.
These loans have terms of six months and aze pardally secured by the respective
canrying amounts of CBU and LCBU of individual members (see Note ¥). These
loans are subject 1o a nominal rate of 15% service charge all throughout the six-month
terme. Service fees enrned from these loans amounted to P3,904,1 miflion and
P2,284.6 million in 2016 and 2015, respectively, and are shown as Service Fees in the
stalements of comprebensive incorme,

The Foundation's loans recetvable has been reviewed for indications of impairment.
Certain receivables were found to be impaired; henee, adequate amount of allowance

Fove impai:mtnt has been recopnized &Erm:ﬁﬂgﬂ}'.

A reconciliation of the allowance for impairment at the beginning and end of 2016 and
2015 is shown below.

Motes 2016 2015
Balance at beginning of year P 408,209.310 T 275770240
Impairment loss during the year 13 67,841,135 150,133,980
Weite-off of receivables
Frcv‘inmlf provided
with allowance 020 (__3020,145) | 17,694 9100
Balance at end of vear P_442,019.300 P 408209310

Loans recetvable written-off in 2016 and 2015 pertzin to the oustanding balance of
loans pranted w0 8,140 and 5,521 members or (L6% or 0.5% of active members,
respectively,
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Certain loans receivable of the Foundaton amounting to P759.1 million and
P750.5 million as of December 31, 2016 and 20135, respectively, were assigned with
recourse to local banks as secanty to the Foondation's borrowings from these local
banks (see Neote 100,

5.2 Ceher Receivaliles

Oither receivables consist of personal and mobility loans, and noninteresi-bearing
advances granted to the Foundation’s personnel with total carrying amount of

P108.7 milkon and P92.1 million as of December 31, 2016 and 2015, respectively.
A standard service fee of 109% iz charged for a six-month term loan in both of the

reporting periods and is recognized as service charges on employee loans under
{hher Revenues account m the statements of comprehensive income (see Note 12).
Thesc loans are paid by employees every pay period through salary deducnons.

As of December 31, 2016 and 2015, other recervables were reviewed for indications
ol impairment and none has been noted; hence, other receivables are unimpaired and
fully recoverable at its carrying amounts as at the reporting penods based on the
asgessment of management.

PROPERTY AND EQUIPMENT
The gross canrying amounts and accumulated depreciation and amortization of
property and equipment at the beginning and end of 2016 and 2015 are shown below.
Building
and CHlice Farmiuse and Equipment
lmpeoverpents  _ Fixiwegs = sed Yehicles, —___Total

December 31, 2006

Cat " 63678584 Poiaf 340 B 25004 555 I 250,676,547
Avoumulated deprecistion
and amnrtation (L ILI0R329r (109525429 (_ 11450580) {_ 132083.74T)
Net carryang amoant P_545M255 P ST47981 B ISS24564 P _120.SEREN
[Jecember 31, 2015
ok I* ahnaTESE4 124,527 064 11504553 Po301 510,14

.\mmﬂlmddqmﬁm
N EmiTiEsTIOn (__GTZTR ( TOIR4STH) (_ TUIMM1) ( S00920M)

MNet currying amoant B GEMsBEN) B 4l F_4angll ELOSALO0
Janmzry 1, 2015

[T P 655TH5E P A7 20400 r 10,757 PoO163,703,294
Aecimmeldated deprecinbon

arnf amortization ( 2N51184) ( SA51486% [ L6007 [ G64604M)
et caeryingg amant PG4 E_28J8S0M0 B SIMO  B_91250400
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A reconcilistion of the carrping amounts of property and equipment at the beginning
and end of 2016 and 2015 iz shown below.

Mbﬂi.ui
and (Mliee Furmniine dmnad Eguipmeni
Improvemenie  _ Fixtures ~ and Yehicles,  _ Total

Balance ar Jannary 1, 2014,

el af acoumnkabed

deprecation and

amastiEtici P 580 a0 " 45143388 P 4.370,712 108471000
Adidizions . 42 A5 A0 15 48000K) SH,185 244
Dieprecatom amd

arnnctzation changes

e thee vear (4318545 | _J0MIASY (43350480 ([ J9054.546)
Balanece af Decanber 31, 2004,

net of aocoamislated

deperciatinn and

T T E _4A00a08 E_S1A00081 F 15324564 P LATIEZEND

Balsnee ot Januwary 1, 3013,

net of accnmalyted

depreciation snd

amoriation P 63327400 B ZETAS0H I 5124760 F 9T 237 A
Audiditieina . 37038355 778852 37 B0T .07
Depeeciation and

amrtization charpes

for the yeas (—ASTRG0N (20670007 [ LEMI0H (26572707

Halsngce ar [y=embser 31, 2015,
et of gevumulated
dlepreciaton wnd
amin i E_SE4BEN B _ 45143380 2 E__ 43713 IS A7)

The amount of depreciation and amortization is allocated and reported in the statements
of comprehensive income as follows (see Note 13):

2016 2015
Project costs P 27092831 P 17517621
General and admimstrative — BI1LTIS 9055086

E_39054546 E 26572707

9. CAPITAL BUILD-UP AND LOCKED IN CAPITAL BUILD-UP

This account s broken down as follows:

_Note 2016 2015
CBL P 3,825 943,160 12,593.273.030
LCBU — T02.225.060 522,332,720

7 E 4528168220 E31156057350
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CBU pertains to weekly savings of P50 or more, that each member maintin duting
the first loan cycle, which earns rebates of up to 7% per annum. On the succeeding
loan cyeles, the membees have to maintain a balance equivalent to at least 15% of the
availed principal loan. Rebates are computed and released to clients on the first week
of December every vear

LCBL i= a noninterest bearing, alternative savings that is locked in as to member
withdeawal. The weekly contribution is fixed at P10, When the LCBU reaches
P2 400, 50% of such is transferred 1o CBLL

All active members of the Foundation are required to maintain their CBU and LCBU
contributions based on pn:m:l:i.bq:d ittt levels.

The collected CBU and LCBU or micro-savings is for purposes of maintaining a
compensating halance, which is used to offset against the member's outstanding
balance in case of default. Historically, default rates For the last three years have not
exceeded 1% of the carrying balance of loans receivable as at the reporting periods,
LOANS PAYABLE

The composition of the Foundation's cutstanding bank loans is shown below.

2016 2015
Current P 720,000,000 P 514,000,000
Moncurrent 50,000,000 G5 00060

E 770000000 P _S72000,004

To enable the Foundation to provide uninterrupted mictofinance loans to members in
accordance with the Foundation’s microfinance progeam, the Foundation, as part of
its cash management, obtains financing through bank loans from varons financial
mnstmtions and/or organization.

As of December 31, 2016 and 2015, the Foundation 15 compliant with all the security
requirements and covenants imposed by the respective creditor.

The summanzed terms and conditions of each availed loan ag at December 31, 2016
and 2015 are as follows:

Duistanding
e EomiGIpAl Balance  _ Inicros Rase Bryurily —Dlaturity datc
2016 2015
[ T RN ] Fixed at 4.5% Secuned, assgned mecervabbs 27T
329 4 malive and
P07 8 mullion, respectneely
200N (D B S0 000 [y Fixed ar 4.5% Secured, sssipned receivalles N7
e enillson and
P24%.6 trillicn, reepocizvedy
LU LR 1 (EATEERRLT Fiedd af 4.3%  Secuned, assigoed recemvaliles 2m7
P00 illon amd
P03, pnieon, H.'-lrn'ﬁw‘:l:r
i ECLTE L 125 (MM KD Froed at 4.5% Limsecared HI1R
- B O OO s Umsecurcd pueh i

E__THL000.000 570 (K000
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Interest expense on mterest-bearng loans amounted o P29.9 million and

P16.1 million in 2016 and 2015, respectively, and is presented part of Finance Costs
under Project Costs account in the statements of comprehensive income

{sce Note 13).

OTHER LIABILITIES

This account includes the following:

2016 2015

Benefictary program and

trust fund (BPSTE) P 622,55LB00 P 448430620
Staff benevolent fund 175,294,500 95,263,400
Accrued expenses 159,676,170 141,844,340
Accounts payable 63,704,737 22,515,363
Staff cash bond - 122 680,600
Staff CBU - 63,124,700

P102L,227,207 P 893,859,023

BPSTF represents 1.5% of evety principal amount of loan released to each member.
The cumulative trust fund is used to cover the payment of a loan in case of death of a
member, provide assistance to members in cases of fire, and cover losses in case of
robbery and hold-up of loan officers while exercising efforts of collection from
members,

Effective on January 1, 2012, a new policy was implemented by the Foundation
requiring each new group member to contribute P30 as proup members’ contribution
to the BPSTT Fund. The contrbutions form part of the BPETF as additional fund for
health-care program, death benefit, hospitalization benefit, scholasship to the children
of the qualified members, and provision for dismbution of relief poods and other
livelihood support intesvention in time of calamities such as typhoons, fires,
carthquakes and floods,

Staff benevolent fund includes amounts set aside for employee hospitalization,
employee death sid, and employee welfare and benefits,

Accrued expenses include accreals for vadous expenses for the operations of the
Foundation such as taxes and licenses, light and reimbursable expenses, travel, and
repairs and maintenance.

Accounts payable include withholding taxes payable and unclaimed benefits of
resigned personnel during the reporting peniods.

Staff cash bond represents refundable securty deposits made by employees,

Pursuant to Department of Labor Advisory No. 11-14, Newa-Interfercme in the Digposal of
W ages and Alowable Deduetians, the Foundation returned staff cash bond and staff CBU
with balance as of December 31, 2015 amounting to P1227 pullion and P63.1 million,

respectively,
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OTHER REVENUES

This account ncludes the following:

Service charges on
employee loans
Interest income on bank deposits
Gain from recovery of
wottca-off accounts

OPERATING EXPENSES

Employee benefirs
Teavel arnd trangportation
Taxes and licenses

CHifice rental

Staff development and

conference

Repairs and maintenance

Impairment losa

(Office supplies and reproduction
Grants and donations

Finance costs

Drepreciation amd amortization

Light and water

Postage and telephone

Professional fees
Miscellaneous

_2%.

_MNotes

T2
f

Dotes
15, 14,1

20140

A

10, 14.2
&

Staff CBU are mandatory but withdrawable contributions made by the Foundation’s
employees that eamn ingerest at 7% per annum. This also serves as the Foundaton®s
credit protection strategy for any uncollectible advances provided to its personnel in
cases of default on payment.

The detals of operating EXHErSES by natare are shown below.

2016 2015
P 7,759,000 P 2,889,008
2,970,563 2 897,588
745,462 485991
E_L47515 P 6272587

2016 2015
P L437,532,021 P 044,041,181
342,581,989 281,975,471
202,968,546 265,467,153
102,224,478 78,235,370
97,531,751 42,198,057
£9,189,039 54 369 B34
7,830,135 1501,133, 980
50,489,454 35,714,338
40,989,796 14,028 625
40,019,315 21,534,855
39,054,346 26,572,707
32,052,946 16,332,257
27,773,992 16,404,621
7,674,886 3,046,739
— 16470231 __ 16617548
E2589. 383,825 [ LIGLI2T1H



-2-

These expenses are classified and reported in the statements of comprehensive income

as follomwrs:

Project costs
General and administrative
expenses

Project costs are broken down as follows:

DNotes

Employee benefits 14.1, 15
Travel and transportation
Office rental 18
Repairs and maintenance
Staff development and

conference
[mpatrment loss 71
Office supplies and reproduction
Fmance costs
Postage and telephone
Light and water
Depreciation and amortiraton B
Taxes and licenges 201
Miscellaneous

10, 14.2

The details of general and administrative expenses are shown below,

Motes

14.1, 15
20,1 ()

Employee benchits

Taxes and licenses

(rants and donations

Travel and transportation

Sraff development and
conference

Depreciation and amortization 8

Postage and telephone

Professional fecs

Repairs and maintenance

Oifice supplies and reproduction

Othice rental 1%

Miscellaneous

2016 2015
P207L110,773 P 1528240 749
_ 518,273,052 _ 439331987
P2S8OIR3A2S P 1267572736

2016 2015
PL214.209,744 P H2E 311,479

323,697,500 261,018,826
101,522,478 77,533,370

85,281,839 52,518,942

76,941,261 37,939,664

67,830,135 1500, 133,980

46,640,107 34,290,083

40,019,315 21,534 855

32,516,862 9,502,338

27 288,358 15,691 666

27,092,831 17,517,621

15,910,600 11,659,229
— 12159743 ___ 100588650
B2O7L10.773  E1528240.749

2016 2015
P 223322277 P 115729702

187,057,946 253,807,924

32,052,946 14,028,625

18,884,489 20,956,645

15,590,490 4,258,393

11,961,715 0.055,086

8,472,934 6,902,283

7,398,268 3,725,535

3,907,200 1,850,852

3,849,347 1 424,255

TO2,000 702,000
— 5073440 _____ GB00.68]

E_518.275.052

P_ 439331 987
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EMPLOYEE BENEFITS

M1

Salarics and Employee Berefits Expense

prenses recogtized for salaries and other mpb}m benehts are I‘I-'l'-EEEI'!Il‘-Ed helomm.

M oics 2016 2015
Salaries and wapes PLIOD. 97,222 P 824027611
Post-employtnent beniefits 14.2 189,617,596 43,445,100
558, HDMF,
Phithealth contributions 78,942,403 59,520,320
Sraff henevolent fund 59,174 800 17,048,150

13 PL4TS32.021 P 944041181

The amounts of employes benefits are allocared and reported in the statements of
eomprehensive income as follows (see Mote 13):

4.2

)

(=

2016 2015
Project costs PL214.209,744 P 28311479
General and administrative — e 322277 115729702

PLANIS32.021 E 944041 181

Post-employment Defined Benefit Plan
Characteristics of the Diefined Benefir Plan

The Foundation maintains an unfunded and noncontnbutory post-employment
defined benefit plan coverng all regular full-ime employees. The Foundanon
does not have a formal, trusteed redrement plan.

In 2016, the anticipated retirement beneft set by management increased
from 100% to 150%% of basic salary pay per vear of service. Benehits are to be
paid in lump sum, upon retirement of sEparalon.

F.Jgﬂ.hmﬁan af Aemasrts Presenied in the Finanaal Nlalements

Actuarial valustions are made annoally to update the post-employment benefit
eosts and obligaton. All amounts presented in the succeeding pages are based
on the actuarial valuation report obtained from an independent actuary in 2006
and 2015.
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The movements in the present value of the post-employment defined benefit
obligation recognized in the statements of financial position are as follows:

20046 25
Balanee at begrinning of year P 207273100 P 120,232 500
Past service cost 125,736,649 -
Current service cost 63,880,947 43 445,100
Interest expense 10,156,382 5,398,450
Remeasurernenlts - actuaral losses
{Eainz) apsing from changes in:
Experence adjustments [ 17,160,213) 40,389,199
Financial assumptions ( 10,210,38T) | 7,628,099
Bencfits paid (___ 2462.378) (____ 564050)
Balance at end of year E_S1L2410 E__207.273100

The components of amounts recogmized in profit or loss and 0 other
comprehensive income in respect of the post-employment defined benefir plan arc
a5 follows:

2016 2015
Reported in pewis ar focs;
Past service cost Fo125,736.04% T .
Current service cost 63,880,947 A3 A4S, 100
Interest expense 10,156, 382 5398 450
B_199775,978 P 48843550
Reparted i ofber mmprefennive i
Actuarial losses {gains) arising
from changes in:
Expenicace adjustments P 17,160,213y P 46,389 199
Finaneial azsumpiions 10210387y ( _______LGIROUY

(E__27,370,600) E___ 28701100

Retirement benefit expense is allocated and presented in the statements of
mmpﬂ:]meﬂgiuc income under the following cassification:

] — 2015
Project cosls P 123319201 P 30,411,570
General and adminis trative 60298395 13033330

E__1E3.617.596 F 43445100

The interest expense on the obligation is included as part of Finance Costs
under the Project Costs aceount in the statements of comprehensive income
isee Note 13,

Amounts recognized in other comprehensive income ot loss were included
within item that will not be reclassified subsequently to profit or loss,
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In determining the amounts of the post-employment defined benefit obligation,
the following significant acroanal assumptions were used:

2016 2015
Discount rates 5.4% 4.9%
Expected rate of salary increascs 12.0%% 120%

Assumptions regarding future mortality are based on published statistics and
mortality tables. The average remaining working lives of an individual retiring at
the age of 60 is 34 for males and 34.8 for females. These assumptions were
developed by management with the assistance of an independent actuary.
Discount factors are determined close to the end of each reporting perod by
reference to the interest rates of a zero coupon government bond with terms to
maturity approximating to the terms of the post-employment obligation. Other
assumptions are based on current actuarial benchmarks and management's
histonical experience.

Chiher smformation

The information on the sensitivity analysis for certain significant actuanal
assumptons and the dming and uncertainty of future cash fows related to the
rerirement plan are described below.

) Sensitivity Analysis
The following mble summarizes the effects of changes in the sigmbicant

acruaral assumpiions used in the determination of the post-employment
defined benefit obligation as of December 31, 2016 and 2015:

-_[mi'mcl' ol Pﬂsl.-ﬂlt]ﬂﬂ_lllmﬂ[ Utﬁnrd

g
Change in Increase in Decrease in
December 31, 2016
Digcount rate +7.8%/-6.7% (P 20,559088) P  32,798,90
Salary prowth rate +7.1%/ =6.6% 26,947,103 (  26,068,777)
December 31, 2015
Discount eate +8.5% /-9 5% {F’ ]?,ﬁﬂﬂ,ﬁlﬂ} P 19713503
Salary growth rate +T.8%/-7.3% 16230507 [  15,047,346)

The above sensitivity analysis is based on a change in an assumption while
holding all other assumptions constant, This analysis may not be representative
of the actual change in the post-employment defined benefit obligation as it is
unlikely that the change in assumptions would occur in isolation of one another
as some of the assumptions may be correlated. Furthermore, in presenting the
above sensitivity analysis, the present value of the post-employment defined
benefit obligation at the end of the reporting period has been calculated using
the projected unit credit method, which is the same as that applied in calculating
the post-employment defined benefit obligation recognized n the staternent of
financial position.
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The methods and types of assumptions used in preparing the sensitivity analysis
did not change compared to the previous years.

() Fundeng Arrangements and Expected Comiribaiion

At the end of the reporting period, the Foundation has not yet establiched its
I'undmg plan for pﬂﬁt—:mpln*}rmmt defined benefit obligation. While these are
oo minimum funding requitements in the conntry, the size of the underfunding
tieay pose a cash flow risk in about eight years” time when a significant nuimbes
of employees is expected to retire,

In one to ten years, the Foundation”s undiscounted expected benefit payments
from the plan amount to P11.4 million and P3.8 million at the end of 2016 and
2015 respectively.

As of December 31, 2016, the weighted average duration of the post-employment
defined benefit oblipation at the end of the reporting pedod is eipht years.

RELATED PARTY TRANSACTIONS

The Foundation’s related party includes its key management personnel, The
compensation given o key management personnel in the form of short-term benefits
amounted to P50.4 million and P5%.4 million in 2016 and 2015, respectvely; while
post-employment benefits amounted to P23.9 million and P4.4 million in 2016 and
2013, respectively and is presented as part of Employee Benefits account under
Operating Expenses in the statements of mmprdﬂ:na'w: income (see Note ].3}.

TAXATION COVERAGE AND EXEMFPTIONS

The Foundation is a nonstock, nonprofit corpotation and the primary purpose of
which iz one of those enumerated in Section 30 of the Tax Reform Act of 1997

(RA No. 8424). No part of the excess of revenues over expenses of the Foundanion
inures 1o the benefit of any of its members, employees, key officers or board of
trustees, The trustees do not recelve any compensaton, except for inconsequential
honorarinm to defray costs incurred in sttending board meetings. In case of
dissolution, the assets of the Foundation shall be transferted to a similar institution or
te the government, in the absence of the tormer. However, despite its tax exempt
status, the Foundaton received income tax assessments amountng to P101.7 mullion
and P121.3 million pertaining to taxable years 2015 and 2014, which were settled in
Full in 2016 and 2015, respectively.

On November 3, 2015, Republic Act 10693 otherwise known as the “Mingfrange
NGOs Aef” (the Act) was signed into law. The Act provides that duly registered and
microfinance MGOs shall be eligible to the preferential tax treatment of fwo percent
{2%%) based on its gross recerpes from microfinance operstions in lieu of all national
taxes, In 2016, the Foundation paid gross receipts tax (GRT) amounting to

PB0.T million [see Note 20.1(/]]. Moreover, income denved by the Foundation from
its propetties, real or personal, o from any of its activities not covered by the
exemption or activities conducted for profit regardless of the disposition made of such
income, 15 subject to tax.
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FUND MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Foundation’s capital management objectives are to generate funds to expand its
microfinance operations by collecting setvice fees at rates commensurate to the level
of sk, to facilitate the convergence and provision of other sodal services 1o the poor,
and o ensere the Foundation®s sustainability to continue as a going concern,

"The Foundation monitors funds on the basis of the carrying amount of the fund
balance as presented in the statements of financial positon.

The Foundation sets the amount of fund in proportion to its overall

structure, Le, fund batance and loans from third parses. The Foundaton manages the
fund structure and makes adjustments to it in the light of changes in economie
conditions and the nsk charactenistics of the underlying assets.

2016 2015
Taotal loans from third pasties P 770,000,000 579000000
Tomtal fund balance 2,253,040,787 o 111,833
E.Itl:ﬂ'lﬂl t-l.'!lE.l'IH-I'l}-ilI].l'lLi r!".“ M ==-_[mm

The Foundanon has satislacionly complied with its covenant obligations related to its
mterest-bearing loans as of the end of each reporting periods (see Note 10).

COMMITMENTS AND CONTINGENCIES
181 Operating Lease Commitments — Foundation as Lessee

The Foundation has operating lease agreements covering vatious office spaces
occupied by the Foundation and its branches for a penod of six months to two years.
The lease agreements require the Foundation to pay rental deposits. Outstanding
rental deposits as of December 31, 2016 and 2015 amounted to P21.4 million and
P15.4 million, respectovely, and are shown as Rental Dieposits in the statements of
financial position.

Az of December 31, 2016 and 2015, future minimum lease payments under these
noncancellable operating leases within one year amounted to P79.6 million and
P44.0 million, respectively.

Rent EXpEnse fmwuzed rebated to these f:-pe_m[ing leaszes amounted to PI02.2 million
in 2016 and PT8.2 million in 2015, which are allocated to both Project Costs and
General and Administrative Expenses under Operating Expenses account in
statements of cumprehensjve mcome (see Note 13).

8.2 Chhers

There are other commitments and contingencies that arise in the normal course of the
Foundation's opemtions which are not reflected in the Anancial statements. As of
December 31, 2016 and 2015, management is of the opinion that losses, if any, that
may arise from these commitments and contingencies will not have a matenial effect
on the Foundation's financial statements.
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19. EVENT AFTER THE END OF THE REPORTING PERIOD

Az approved by the BOT on November 17, 2016, the Foundation entered into a Facility
Apreement (the Agreement) as corporate notes issuer, with three local universal banks as
initial noteholders, Credit Guarantee & Investment Facility (a trust fund of the Asian
Development Bank) as guarantor, and BPI Capiral Corporation as mandated lead
arranget and bookrunner. Based on the Agreement which was signed on

January 26, 2017, the imtial noteholders grant to the Foendation a loan facility with a
AT pn.m:l.]:ml amount of P20 billion, sobject to release in not more than three
tranches starting February 2017 to January 201 8.

As of March 20, 2007, the Foundation has drawn P10 billion representing the first
tranche. As approved by the BOT, the net proceeds of the issuance of the notes shall be
used by the Foundaton for financing its expansion plans, paying off its existing bank
loans payable, and for other general cotporate purposes.

20. SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF
INTERNAL REVENUE

Presented below is the supplementary informanon which is required by the Burcaw of
Internal Revenve (BIR) under its exasting revenue regulations o be disclosed as pant
of the notes to fnancigl statements. ‘This supplementary information is not 2 required
disclosure under PFRS. All information are presented in their absolute amounts.,

20.1 Requirements under Revenue Regulations (RR) No, 15-2010

The miosmation on taxes, duties and license fees pad or accrued during the taxable
year required under R No. 15-2010 are as follows:

fa) Chugpas V adwe-added Tane (172AT)

The Foundation has not incurred any output tax liability for the year ended
December 31, 2016 as it has no revenue transactions subject o VAT
(see Note 16).

B} Tnpae VAT

The Foundation did not recognize any input VAT It records all input VAT on
purchases of goods and services as expense or part of cost of agsets since it would
not be recovered from setting-off with any output tax liability 1n the future.

e Dacsmentary Stamp Tax
The Foundation paid documentary stamp tax (L2571} in 2016 amounting to

P4.7 million, which is related to the several loans originated during the year
[see Note HL1(].

fd) Taxer on Importation

The Foundation did not incur or pay any customs’ daties and eariff fees as ir did
not have any importation for the year ended Decernber 31, 2016.



fe) Boadse Tax

(4

Ihe Foundation did not have any transactions in 2016, which are subjeet 10 excise
tax.

Tiwors and [ foemaes

The details of Taxes and Licenses account in 2016 are shown below.

MNotes.
Income tax BIR assessment P 101,710,861
GRT 16 Bl.651,452
Licenses and permits 13,806,605
D&T 2014 4 T34 026
Real estate taxes 1,443,381
Loeal taxes 32221

E_202.968,546

The amounts of taxes and licenses are allocated and presented in the 2016
statement of comprehensive income as follows (see MNote 173):

Project costs P 1591060
General and administrative expenses 187,057,946
E_202,968,546

W ithboddimg Teporr

The details of total withholding taxes for the vear ended December 31, 2016

are showrn below.

Compensation and employee benefits P 53267221
Expanded 779,421
B__54,046,642

The Foundation has no transactions subject to final withholding tanes during the
=

20.2 Requirements under RR No. 19-2011

RE No. 19-2011 reqquires schedules of taxable revenues and other non-operaing
income, costs of sales and services, itemized deductions and other significant eax
information, to be disclosed in the notes to financial statements.

The amounts of taxable revenues and income, and deductible costs and expenses
presented in the succeeding page are based on relevant tax regulations issued by the
BIR; hence, may not be the same a5 the amounts reflecred in the 2016 statement of
comprehensive income,



fa) LCocemipt Revenses

The Foundation’s exempt revenues for the year ended December 31, 20146
amounted to P3,9%04,067,064 pertaining to service fees,

fk) Exceempt Now-aperating and Oftber Income

"The cotmposition of the Foundation's exempt non-operating and other income for
the year ended December 31, 2016 is presented below.

Service charges on employee loans P 7,759,090

Gain from recovery of
wrilten-off accounts 745462
B___8.504,552

fel  Nom-deductible Fogenses

The details of the Foundation's itemized deductions under exempt transactions for
the year ended December 31, 2016 are as follows:

Employee benefits P 1,437,532,021
Travel and transportation 342,581,989
Taxes and Licenses 202908540
Office rental 102,224 478
Staff development and conference 92 531,751
Hepairs and maintenance HO 180030
Impairment losses 67,830,135
COffice supplies and reproduction 5 480 454
Postage and telephone 40,989,796
Interest on borrowed funds 40,019,315
Depreciation and amortization 30,054,546
Cirants and donations 32,052 946
Light and water 27,773,992
Professional fees 7,674, 886
Association dues 1,191,257

Entertainment, amusement and
recreation 217,251
Miscellaneous 262,423
B 2,589,383 825
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to Accompany Supplementary Information e
Required by the Philippine Securities and [ ;732%
Exchange Commission Filed Separately e
from the Basic Financial Statements

The Board of Trustces

ASA Philippines Foundation, Inc.

{A Nonstock, Nonprofit Organization)
15" Floor Prestige Tower, F. Ortigas Jr. Street
Crrtipas Center, Pasip City

We have audited, in accordance with Philippine Standards on Auditing, the financial
statements of ASA Philippines Foundation, Inc. for the year ended Diecember 31, 2016, on
which we have rendered our repon dated March 20, 2017, Owr audit was made for the
purpose of forming an opinion on the basic financial statements mken as 3 whole. The
Schedule of Philippine Financial Reporting Standards and Interpretanons Adopred by the
Securities and Exchange Commission and the Financial Reporung Standands Council as of
December 31, 2016, is presented for purposes of additional analys:s i comphance with the
requirement under Securities Regulation Code Rule 68, and is not a required part of the basic
financial statements in accordance with Philippine Financal Reporting Standards. Such
supplementary information is the responsibility of mansgement. The supplementary
informanion has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opirsen, 15 fardy stared in all matenal respects in relamomn 6o
the basic Ainancial statements taken as 3 whole

PUNONGBAYAN & ARAULLO
By: R L. Nanola
Fl

(PA Reg. No, 0090741
TIW MWH-228-427
PTR Mo, 3%E62Y, January 3, 2017, Makan Cary
SEC Group A Accredismnon
Pagmer - Mo, 0305-AR-3 (untl May 19, 2019
Fiem - Mo, 002 FR-4 (sl Ape. 30, 2018
BIR AN DB-DOZSE1-193H 5 (unsl Mar. 18, 2008)
Firm's BOASPROC Cert. of Reg, Mo, (002 (untl Dec. 31, 201E)

Comfed Pullc Acoaunss
Funongtorsan K fraokn [PRA = the Philienns momoes e of Gean Themaon imemaiona Lid

L. NUR N AR v 4 : B e oL -



ASA Phippines Foundation, Enc,
murmﬂuwww andl Incerpreraitons
Adupicd by the Secanisies and Exchange Coommission and the
Financial Repoatiog Seandards Cosmell s of December 31, 316

}H’“HPHHE FIMAMCIAL REFRETING STANDARDS AND INTERPRETATIONS HAcbomped

Man

Prameaurk for the Preparstion asd Peeseniation of Pinsscisl 2asmenis

LN LS

Cozepioal Framewerk Prase A: Dbpcivey sl Qualitntive Clancoeises

ﬂﬂﬂt&tﬁﬂ“ﬂwﬂtw

Philipyine Financial Reparing Scesdsrds (PFRSH

S

Fimp-eme Adopton of Flibpmoe Fnanod Beporting Sandand

Armaratmenio an PRI 1 Addeenial Eoenpsson for Finil-arme Sdogien

A,

PEES | Aereeadmeqins 10 PFEE |- Lomied Erampbon Frnrrl.ll_nm[un._ MRS T Dhssleanres for Faesi
{Revised) [t Aulupien

%,

Smeadmenis pe PIFHE 11 Severe Hypersfatinn and Bemaval of Faxed Dam for
Firet-fime Adopires

Ampndawnis oy FERS 1 Giowermmen Laans

Shev-tasnd Payment

Amendrmaen tn FFRS 1 Vewnyg Condiboss and Caneellaions

Lﬂlﬂ-! Amendmenm in PFRE !:Gﬁqpc-hid.:hlﬁlﬂ-blud?qmdj'_mhm

Astecinhnenis bn TFRS - Clamification st Measoement of S bussd Purpeeenk
l'caromas jifkser faoany f, SO1F)

D

{Humrese Cnmbinarinng

linseunce U pairacin

FFRE 4 Aunendmetss to FAS W and PERS A Frsso Gosresos Contrss

Amenitmeres 0 FERS + Aqgdstig FFRS 9, Faaasaal fanmsin, wieh FERA 4, fammss

Coantrertr i Jamuery 7, 2144}

FFHS & Mean-rurmem et |k o Sade 1nd Diesemtinued Cpe e

FFR5 & Expharstion for gnd Fvalisos of Miesil Resogines

LA SN LN LN N N L CN N

Pl [esiromenie: Dhisclanms

Armmrmdmenm w PFEE T T ranssig

fernlmenis o PAS W and PP T Redesifcacios of Pinanced Assew

Ameedmenis o PAS W and PIBE T Hedsssifianos of Finaossl Aiess - Eilackve Date and
Trasuition

i Amendmens o FERE T lasjpioveg Dhed about Fi I [zuir i

Amendmeres o PERS T el ~T ol I 1 Asacin

e e e e T e B

dmendeien o FERS 7 Dischoiome — Ut fertting Financial stz and Fimancial Lisbilaes

Amenddioais o FFRS 7 Manduasey Pdfectres Date ol FFES U asd Tramdonn Disckoums®
fiter vivm FEILE 9 i st i)

|FHRS & It g Semnienln

[PPRS®  |Financial Instruments (3014 jighotise Lomery !, X108}

Consolidaid isssosl Soemenn

PFRS B Memwwdmen o PITHE 100 Temition Cualanes

LN NN

Amesalimenis o PIES 1 lnssbneil Eatibe




PHILIFMMNE FINAMCIAL REFORTING STANDARDS AMD INTERPRETATIONS Adopeed Aokl
Amendsoan o MFRS HL Sl or Conpibuoton of Asess bersw an Iovesor and i
Associatn or Joie Ventae jyfie day dofrend sndgimink) ol
Amendments in PFRE Ut brommons Fotites - Applyng e Comobdition Exeeties +
uint Aripeincits -
|Pfl5 n Mamendments 10 PIFRE L1 Trarviting Gusdanee -
Assctadments 1o FERS 11: Acznanting for Accuiitions of insemsis in font Cpesoons .
DReglosure of Inieresss in Ckher Enttes -
PERE 1 | Ao s oo PEBE 12: Teesiton (uidancs v
Amenibmenes w FFRS 12: Tnaztmmi Enoas L
Amenderescy vy FEHS 1k lrvstmen | Eosioes - Applring the Consslidison Exreption Ll
FFRE13  |Far Value Mesumment )
TC TR T e —— /
[PERE 15 [Memme Erm Coniract with Cumomees® i fassary {, J075) /
[FFRE i6  |Lesses® ofiction fanseny ¢, 2071) 7
Phitipymine Acenmming Sy (PAX)
I'rizimiation of Finaocml Sanemera o
PAS L m&n P A and PAS 12 Punabile Frssl [osinomens sl Obliganom Asxing /
{Revided)
ﬂmmh"fﬁ!ﬂmuUrhmurmth tve Income &
Amenzlerme m PAS 1 Dipchmure Inissors o
|rasz Lavenlinicn P
isT Senemien |l Uil Fliret o
Ameendieniin in I'AR 7: Dhinclosure Bratiative® ¥ Joasary |, 2077 +
PAS & Aecenisting Policies, Chamges in Accoonnng Eleiimares: und Bevors o
PAGEM  |Evens Afbz the Repecting Period ¢
PAS 1E Cunstruchon Cnnirscts W
Invieme Tamey W
FAS 12 Amezdivess i PAS 12 - Pieformod Tas: Recovery of Lisdedsing Assem W+
f:mmgrﬁﬁli-kmgmdmthﬂMumwm'w s
Froperiy, Flant and Hyopmeni <
PAS 16 Amendmens in PAS 16 hirfli"hnu-"" &
-"-wr:_l'rlr_ﬂrl m PAS 16 Clanficanos of Accepeabie Medhods of Depiecaton and P
Amcrtizaiinn®
PAS [T lcascs P
PAS BB [Revoo i
PAS 19 fl.'mnkweﬂmﬂm L
(Bevisedhy |8 memrbmenss o FAS 19 Diefised Besefi Phiss - Employes Cosenbetnm o
FAS 0 Aooainiing o Govemmeit Livint el Daclosro of G overmmes Adspiae &
‘m“ The: Filiens of Chisrges 15 Peceign Hacheoge Rates /
Amendesens: Met lnvessncn ina Forcign Opcntion -
I['f"h"::ﬂ] [oroseion tcnts F
i ]H.dn:n:lFmg.'lJu-:lm.rH i

Rrevived]




1= Moi
FHILIFFINE FINANCLAL EEPORTING STANDARDS AND INTEEFRETATIONS Adopred Mopted | Apgiicable
PAS I Moccoueng ted Reporing by Retireress Penzfic Plans "
eparaie Financad Sumnents -
‘PH. r" i Aspemdmenis ko PAS 27; [evestrreess Fohibica &
Asrmbments 41 PAS I7: Fapity Mythnd in Separaie Finarrial Sessernens o
Hrvestrsin in Assooaies aud feini Weniwm "
PAS IR -".-ueﬁlmu:_:h!'I'H.SM-:Ed:mtmlnbunmulfuﬂuhmu!mﬁnﬂudm s
(Revimed) | fasorme o foinn Yenne gl dir dernd imdniodely
Amrralments o PAS 28 Invesmment Entites - Apphrng the Consclidsten Eaophion ¥
PAS M F"I'L-'H:u.l Eeprrang m Hypeemibvsonary Feosomas: 8
s — ,
Amieridnieeate ax PAS 32 and PAS 1: Puitahle Fransial Tnstorme it and DBlygabois Avsig 7
A% A2 un Lk
Auienibressty oy FAS 32 Clasdiicagon of Righls Bducs ¥
Ameichinenm o FAS 32: CfTactting Froenesal Sscts anil Fisancid Lababie W
AR A3 Earmngs er Share o
[PAS 3 [imsenm Fisascial Reporting #
PAS 3 [ergrai e of fgaeds o
Amendmans oo PAS M RBeoovenble Assoun Dischsures (oo Hoo Bnaocial Asseis o
PAS 53 Proremions, Comngent Lkl and Comisgeo Aser -
Iroanglle Assets i
[pas s Amendments 1o PAS 38 Chaification of Accepabic Moitands of Depreciston and r
M liZiliivn
Fr | Ienir ia: Rixoprmation md Meagmemeni
Mepciadrnzzile ¥ PAS 33 Transdion e Faibal Recogmition of Foandd Aiesis and Finadbal F
Liatebitass
b il nie a0 PAS ¥ Cah Flew Bedee Aocounimg of Pesecist bengeoon Tonescrions o
hmamdmanie fo PAS 3 The Fair Veloe Opaon o
PRSI Amentmante s PAS ¥ and PEAS 4 Finsscal Caprarnes Contrace o
Amendmaenis i PAS 10 and FFRE 7; Hecleesifecation of Financial A -
hmendmes o PAS 30 and PERS 7: Redissdbeybon of Fioanosl Aswes - Bffecee Daie and ;
s odl
Amendeness o Phibppine lntepestanion 1FREC 9 and FAS 39 Embedled Detoives ¢
Ameniberess s PAS 30: Blighis Fedgml lees )
Ammdersy in PAS ¥ Mowston of Denvweees sl Contnsosin of Hafge Acorenng o
FAS & Irretmient Progesty +
pgy e 4
Amendmean m A% - Beamr Tans -
Pielippine Insemrerarions - Intermarvianad Fisavcisl Reporsing Invequeconsuns Comirdiies (TFRIC)
IFRIC | [ hanges in Existing Dvcommimioning, Nmmorton ind Siciler Lisknbnes®* s
1!“1[":1 Memben' Share in Cooperative Fmimes and Simslar Incnuzess +
ILI‘RI-{!-‘ Ihm-iringﬁhﬂn--n .'l.n-.-ﬁm Contina o Lease w
e : = E— .
|1!-':H‘.'I'E5 !w_mlnmmpﬁemfmmmtum 7
Linh:ﬁthﬂﬁn;ﬁumvumpnﬁnlﬁpmﬁ.mm Wasi Blectinod amnd Flemmmes 7

|I!!.Il31i

o i e




Irmumm: FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adnped m":ﬁ ot
fiFmric s Appinrg the Rexpiemen Approach mder PAS 29, Fnancial Repoming o HypeonBaoonary #
Hesgisesmmres nf Embedded Tiervarieret )
1|rm|:9 = ) . —
Adve=radiniziils 4o Plelipgine Esmpmestion [P T and PAS 0: Fimbedded Dirtrativen = &
IFRICHD  [Inresie Flassnesd Reposting and lmg 7
IFRICIE S O o AL 1 -
IFRIC IS |Cusiome: Lopaliy Frogresme o
FAS 19 - The Liwit on 3 Diefived Benefit Ases, Minimum Fundig Requiremecs and e P
IFRICH [t
Amendmenas o Frubppioe lniesgpeetaioms IFRIC 14, Papopments of s sasmmen Fnding
Sequinomosr und their bncractn®* d
IFREC B [Fiedues of a Net lnvestmens in 2 TFarign Opuntion &
iIFH'.I‘EIT Digisiteatiom of Mum-ah &= in Chemos™ 4
IIHT.[E (4] [eifiles of Adsets oo Ciwsomane®™ &
[IFRIC 19 |Extinguishing Financd Lislditics with Fsity btmaments s
(IFRIC 20 [Sonppng Loss in the Producios Flase of 2 Surfses Mue® F;
[iFmIC 2 Lo i
sC? Intresduscrion of the Fius F
HC-1 Gingernment Asisiance - Mo Sperific Redtion w Operating ACkwites o
SIC-13 [Jodecty Conamiled Bntinies - Mo hlonetsey Contsbutions by Venrsen s
SICS [Opersing Lesses - Inceatives s
BEC-28 Novcossme Vs - Chatnges in de Tan Status of 2= Entity o 31 Sloschoblim* o
BIC-27  |Evusatiog the Sl al T N - #
SIC-2% lsﬂw&mttmﬁwlp-mu.mm &
SEC-31 Pz vemise - bﬁ.l'l.ﬂ'l'l'l.l:lﬂ:'l.l:iﬂ Lermodvisyy Mudveriiiemg Services™ 3
SIC-32  |lewghle Assen - Web fine Cosns. p
¥ Thesr sandarch will be sffective for prends subsequent o 3006 wnd are oot cardy adopesd by the Foonbn

=+ These siancands have been sdopied in e propecatien of Eaaocil isoeests bor the Poundaton has oo signifioeo: tinsactons covemd
w1 boih peass presenied.




