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S ASA Philippines Foundation
@5@ For The Paor With Heartfelf Dedication

g

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANNCIAL STATEMENTS

‘The management of ASA Philippines Faundadon, Inc, {A Microfinance NGOR, i respoasille for the
prefracation and fair presentagon of the Gnancial statemenes, including the schedules attached therein, for the
yeass ended December 31, 2017 and 2016 in accordance with the preserbed finaneial repartng framewark
indicated therein, and for such internal control as management determines is necessary to coable the prepantion
of Anancial statements thar ave free feom materal misseatement, whether due to feaud o eeroe

Ly prepuacings the financial statements, nmnagement is tesponsible for assessing the Foundadon®s abilicy 1o
continue as 1 going conceen, disclosing, as applicable, matcers relared o going concern and using the going
concern basis of accountng unless management either intends ra liguidate the Foundation or to cease
optrations, or haz no realistic aloesnaove o do 90

The Board of Trustess is responsible for overseeing the Foundarion®s financdal ceprocting process,

The Board of Teustees eeviews 20d appeoves the nancial stacemencs, including che schedules arached therein,
and subrrdes che same 30 the members,

P&A Grant Thomton, the independent suditors appuinted by the members, has audiced che fnaneial
staternénts of the Foundation in accordance wich Philippine Standards on Awditing, and in their repor oo the
members, have expressed theee opinian on the fikrness of presenmdon vpon complenoa of such awdir.

LY

Bl AR

KESMRUL M. TARAFDER FLORINDA M. LACANLALAY
Presidebs & CEO Treasurer
Q—?r é
WARD 5. GO
Charman

Sgned thas 12 day of March 20138,

15th Fioor Preslige Tower F. Orligas Jr. Road Ortigas Center Pasig Clty 1ﬂﬂ5: Fhilippines
Phone; +{B32) GBTTH6E Telefax; +(632) 6311107 Website: www.asaphil.org

Ponanibagan & Arasd 1PSA] o Fe Pribpcines mambes 4 of Seood Tharmeon Insrmaicnal Lig



: P&A
Grant Thornton

An instinct for growth’

Financial Statements and

(A Microfinance NGO)
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Independent Auditors’ Report

December 31, 2017 and 2016
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St ASA Philippines Foundation
o For The Poor With Heartfelt Dedication
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STATEMENT OF MANAGEMENT'S RESEPONSIBILITY
FORINCOME TAX RETURN

The Management of ASA PHILIPPINES FOUNDATION, INC. (A MICROFINAMCE
NGO is responsible for all information and representations contuned in the Income Tax Remea
for the vear ended December 31, 2017, Management iz hkewise responsible for all informagen and
represencations contained in the financial statements accompanging the Income Tax Retoen coverdng
the same reporting perol.  Furthermore, the Management is responsible for all informagon and
represenatons contained in all the other wx zemens tiled foc the reporting penod, incuding, bt not
leranted, to the value addel tax and/or percentage tax remurns, withholding tax remens, documentary
stamp tax remens, and any and all ather tx cenurns.

ln tlus eegard, the Manapgement affioms that the actached audited fnancial scarements for the year
ended Dhecember 31, 2017 and che accompanying Incame Tax Return are in accordance wath che
books and  1ecoeds of ASA  PHILIPPINE: FOUNDATICN, INC. (A
MICROFINANCE NGO}, complete and coceect in all materal respeces. Management Lkewdse
atfirms chat;

{a) the lncome Tax Rersn has been peepaced in pcoordance with the provisions of che
Mutipnal Internal Revenue Code, as amended, and perminent mx repularions and othee
issuances of the Deparosent of Finance and the Burean of Internal Revene;

{b) any disparicy of figures in the submitted eports ansing from the preparagen of fnancial
statements pursuant to fnancial accounong standards and the prepacition of the income
@y cefurr jrucsuant o tax accountng miles has been reporred as reconciling items and
mantained in the company's boaks and records in accordinee with the erquirernents of
Revenue Ryguladens No.8-2007 and other relevant sssuances;

@) the ASA PHILIPPINES FOUNDATION, INC. {A MICROFINANCE
NG has fed sl applicalle o remiens, repons and statements requised 1o be filed
under Phitippine tix liows for the ceperting peood, and all taxes and other impositions

shown cheeeon o be due and papable kave been paid for the eporting, pedaod, except
thase contested in good fach,

3 AR A o T

FLORINDA M. LACANLATLAY

President ﬁc CED Treagoces
BUREALI OF INTERNAL REVENUIE = K]
LARGE TAXPAYERS 5E FI'I.-"IEC EuE ]
LARGE TARPAYERS ASSISTANCE DIVISION ARD &, GL‘II
C hairmagn

Date | MAR 20201 |s

F. Ortigas Jr. Road Ortigas Center Pasig City 1605, Phillppines
Phone: +{632) 6877558 Telefax: +(632) 6311107 Website: www,asaphil.org
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Report of Independent Auditors 1200 Maketi City

Philippinas

T+63 2 P8 2268

The Board of Trusteas Date
AEBA Philippines Foundation, Inc. (A Microfinance NGO} MAR 20 213

{A Nonstock, Nongrofit Organization)
15" Floor Prastige Tower, F. Ortigas Jr. Strest
Ortigas Center, Pasig City MER B, TANAY

Report on the Audit of the Financial Statements
Chpinion

We have audited the financial statements of ASA Phillpplnes Foundation, Ing. (A Microfinance
NGO [the Foundation], which comprise the statements of financial position as at December 31,
2017 and 20186, and the statements of comprehensive Incame, statements of changes in fund
belance and staterments of cash flows for the years then ended, and notes to the financial
statemnents, including a summary of significant eccounting policies.

In aur aplnlan, the accampanying financial statements prasent fairly, in all mataral respacts,
the fimancial pesiton of the Foundation as at Decamber 31, 2017 and 2018, and its financial
performanca and its cash flows far the years then ended in accordance with Philippina
Financlal Reporting Standards (PFRS).

Basis for Opinion

We conducted our audits in eccordance with Philippine Standards an Auditing (PSA), Qur
responsibiliies under those standards are further described in the Avdiors' Responsibilities for
the Audit of the Financial Statemsents section of our report. We are indapendent af the
Foundation in accordance with the Code of Ethice for Professional Accountants in the
Philippines (Code of Ethics) togathar with the ethical requirements that are ralavant to aur
audits of tha financial statements in the Philippines, and wa have fulfilled cur other ethical
responsibilities in accordance with thesa requirements and the Code of Ethics. We believe that
the audit evidence wa have obtained is sufficient and appropriate to provide a basis for our
aplnlan. A ot
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Responsibiiities of Managament and Those Charmged with Gavernance for the
Financial Staternents

Management iz rasponsibla for the praparation and fair prasantation of the financial staternents
in eccordance with PFRS, and for such intemal conirgl as menagement detemmings &
neceszary to enable the preparation of financial statements that are free from material
misstatermant, whather due to fraud or errar.

In preparing tha financial stataments, management |s raspanslble for agsassing the
Foundation's ability o conlinue a3 8 going concem, disclosing, as applicable, malters related 1o
golng concarn and using the golng concern basis of accounting unlass managermant eithaer
intends fo liguidate the Foundation or to cease operations, ar has ne realistic atarnative but ta

do 50,

Those charged with governance are responsible for oversealng the Foundation's fimancial
reparting pracess,

Auditors’ Responsibitites for the Audit of the Financial Stalermenis

Cur ebjectives are (o abtain reasonable assurance about whether the financial statemenis as a
whole are free from materiel misstatement, whether due to freud or ermor, and to issue an
auditors’ report that inciudes our opinion. Reasonable assurance (s a high level of assurance,
but is not 2 guarantee that an audit conducted In accardance with PSA will always cetect a
material misstatemeant when it exists. Misstatements can arise from fraud or ermor and are
consldered mataral If, individually or in tha aggregate, they could reasonably be axpected to
influence the economic decisions of users eken an the basis of these fnancial statemants.

Ag part of an audit in accordance with P3A, we exercize professional judgment and maintain
prafassional skepticism throughout the audit. We alsa:

+ |dentify and assess the risks of material misstatement of the financial statements, whether
dua to fraud or arrar, design and parform audit procadures responslve to those rigks, and
obiain audit evidence that is sufficient and approprigte to provide a basis far aur oplnlan.
The risk of not detecling a makerial misstaterment resulting from frawd is higher than for one
rasulting from arror, as fraud may invelva collusion, fargary, intantional omissions,
misreprasentations, or the ovenride of intemal cantral,

»  Obtain an understanding of internal contral relavant to the audit in order to design audit
pracaduras that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Foundation's intemal confral.

» Ewvaluata the appropriateness of accounting policies used and the reesonableness of
accounting estimates and related disclosures made by management

BUREAU OF INTERMAL = e '|
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» Conclude on the appropriatenaess of management's usa of the going concem basis of
accounting and, based on the audit evidence obiained, whether & materal unceralnty
exiziz related to events or conditions that may cast significant doubt on the Foundation's
ability to continue 8s a going concem. If we conclude that a materal uncertainty exists, wa
are required to draw attention in our auditors’ repart ta the related disclogures in the
financial statements or, if such disclosures are inadequate, to modify our opinien.  Cur
canclugions are based on the audit evidence obtained up to the date of our suditors’ report.
However, future events of conditions may causa the Foundatlon to cease to continue as a
going Concarn.

¢+ Evaluate the ocverall presentation, structure and content of the financial statemeants,
inciuding tha disclosures, and whether the financial statemants represaent the underiying
fransections and events in @ manner that achieves fair presentation.

We communicate with those chargad with govemance regarding, amang other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencias in intarnal cantrol that wa |dantify during our audit

Report on Other Legal and Reguiatory Raquiraments

Our audlis were conducted for the purpose of forming an opinion an the basic financial
statements taken 8s 8 whole. The supplementary information for the year ended Dacamber 31,
2017 required by the Bureau of Intarmal Revenue as disclosed In Mote 21 to the financial
statements is presented for purposes of additional analysis and is not a required part of the
batic financial statements prepared In accordanca with PFRS. Such supplameantary
infarmation is the responsibility of management. The supplementary information has bean
subjected to the auditing procaduras applied in tha audit of tha basic financial statements and,
in aur gpinian, is fairly stated in all material respects in relation to the basic financial slatemants
taken as a whale.

PUNONGBAYAN & ARAULLOD

T HL L0 DF INTERNAL S TIN 108-228-427
_LARGE TAXPAYERS 5t By PTR No. 8616015, January 3, 2018, Makati City
La=GE TaaPavERS ASSISTANCE DIVISION SEC Group A Accreditation

Date

Partner - Mo, FR5-AR-3 (undil May 18, 2018}

Firrm - Mo, 0002-FR-4 (untd Apr, 30, 2018)

MAR 20 2010 |scEs BIR AN 08-002511.18-2018 funtll Jan, 28, 20293 — ~
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March 13, 2018 o
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO}
(A Nonseock, Nenprofit Oggenization)
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2017 AND 2016

{Amounis i Philippine Pesos)
MNotes 2017
ASBETS
CAEH & P B35,183,098
LOANS RECEIVABLE - Mer 7 12,768,0946,012
OTHER RECEIVABLES 7 175,602,774
PROPERTY AND EQUIPMENT - Net ] 134,500,200
RENTAL DEFOSITS 18 27,248,850
TOTAL ASSETS P 13,940,630,914
LIABILITIES AND FITND BATANCE

MICROSAVINGS 9 P 6,775,176,809
LOANS PAYABLE 10 1,700,000,000
POST-EMPLOYMENT DEFINED

BENEFIT OBLIGATTON 14 614,024,600
OTHER LIABILITIES 11 1,202, 764,591

TOTAL LIABILITIES 10,251,%66,000
FUND BALANCE 3,648,664,914
TOTAL LIARILITIES AND FUIND BALANCE P 13,940,630,914

BUREAU OF

LARGE TAXPAYERS SERY
LARGE TAXPAYERS ASSISTANCE DFFEIEEJDH

INTERNAL REVENUE

Date

NAR 20 HHI-JEIS
e __ELMER B, TANAY
[

Lee Noreg v Financea! Stetemenis,

2016

P 204,195,551
B,398,363,652
108,671,315
127,582,800

21 434,796

P B950230.314

P 4.528,168220

770,000,000

377,214,100

1021227 207

6,696,609,527

2,253,640,TB7

P 8050250314




fAmonnts in Fhilippiae Pegog)
Motes 2017 2016
EEVENUES .
Service fees 7 P 4,866,829,377 P 3,904 067,064
Dither tevenues 6,712 23,842,502 11475115
4,390, 691,873 3.815,342,179
OPERATING EXPENSES 13
Project costs 2,901,495,509 201,110,773
General and adminisrragive expences 570,027,743 518,273,052
3,471,523,252 2,589,383,825
EXCESS OF REVENUES OVER EXPENSES 1419,168,627 1,326,156 354
OTHER COMPREHENSIVE INCOME (LOSS)
Item that will not be reclassified
snbeequently to profit or Joss
Remeasutenment of post-etployment
defined benefit plan 14 ( 24,144,500 ) 27,370,600
TOTAL COMFREHENSIVE INCOME P 1,395,024,127 P 1,353,528 954

ASA PHILIFPINES FOUNDATION, INC. (A MICROFINANCE NG{Y)

{4 Nonstock, Woaprofft Orgaaizapon)
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

See Nor=e to Financial Sasmenrs.

Date
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)

{A Nonsisck, Nonprofit Crgeaization)
STATEMENTS OF CHANGES IN FUND BALANCE
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

{Amounts in Philippine Pesos)
Note 2017 2016
GRANTS AND CONTRIBUTIONS P 41,360,000 P 41 360,000
CUMULATIVE RESULTS
OF OPERATIONS
Balance at beginning of year 2,212 476,287 E86,517,933
Excess of revenues over expenses
during the year 1,41%,168,627 1,526,1568,354
Balance at end of year 3,631,644,914 2,212 476,287
REMEASUREMENT OF
POST-EMPLOYMENT DEFINED
BENEFIT PLAN
Balance at baginning of year { 195,500) | 27,566,100 )
Other compeehensive income (loss)
during the year 14 { 24,144,500 ) 27.370,600
Balance at end of year { 243400005 | 195,500 )
TOTAL FUND BALANCE P 3,648,664,914 P 2253640 787

See Motes o Financial Staterments.




ASA PHILIFFINES POUNDATION, TNC. (A MICROFINAMCE MGO)
(A Manriock, Nooprofft Onganizston)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AMD 2015

(Amrppnis in Flidippine Pesos)
Blotes 2017 2016
CaASH FLOWS FROM DPERATIMNG ACTIVITIES i
Excess of $evedies OVEL SXDERELSE P 1410168627 PO1.526,158,354
Adjuprnents for:
Iropaiment Joss 14 286 680,802 67,830,155
Finarice codr 10,13, 14 97,567,505 1019 315
Dieprecindon amd arocemizaon B, I3 49,031,857 30 034,344
Interest ncome fmm boank deposts [ { S5 M4y 2.5970,563
Excear of tevenues over expenpts before woeking capiral changes 1B47 136,087 1,470,001 787
incrense in loRne receimble [ 46553484193 [ 3247879.083)
Increase in other recermables { G5 931458  ( 16544022 )
Increase in rental depesits [ 5814,034) 6,026 5646 )
Increast in mictoravings 2 247,008,589 1412552470
Ipecrease in poe-employment defined benefic oblipaden 182,371,500 187,135,218
Increase in other lahilites 181537384 127 MB184
Cash weed in operations { 260,032,852 TRATIIG Y
Interest recerred E, 12 E312 T4 2,570,563
Cach paid for Onal cees ( Loe2 543y 504115 )
Mer Cash Used in Cpetaring Actisdties { 2eE TEOTALY | 0895665 )
CASH FLOWS USED IM AW INVESTIMG ACTIVITY
Acguisidens of property and equdpenent B [ AE49.247% 58,165,446 )
CASH FLOWS PROM PINANMCING ACTIVITIES 1
Proceeds from loan avnibments 1, 000040 0 0 AT0,000,000
Payments of loans { TIO 00000y | &79,000,000
Interest paid { T 2134087 [ ¥ BiE2 033 ]
Mer Cash From Finaneing Activites 720995 161,137.067
WET INCREASE IM CASH 540,987,547 AL0T3,936
CASH AT BEGINNING OF YEAR 294,195,551 252 110,595
CASH AT END OF YEAR P E35,183,096 P 204,195,551
See Nofes o Fivaocial Staicments,
BUREAU OF | TERMAL DF
L,i.ﬂ L‘HGE Tl“.KF'A\"EHS, EEEHJEEMELIE
GE TAXPAYERS AESISTANCE DIVISION
Date | MAR 202018 (scEs
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)

{A Noostock, Nonprofit Organization)
MNOTES TO FINANCIAL STATEMEN
BUREAU OF IMTERNA|, <“F+F
DECEMBER 31, 2017 AND 2016 LARGE Taxeayy resiy_sfwi'c EUE

(Amounts in Philippine Pesos) | LARGE TAXPAYERS LS21ETANCE DiviISION

Date | MAR 20 2013 scps

1 CORPORATE INFORMATION

11 Foundation Information ELMER B, TaNAY jr-.«

ASA Philippines Foundaton, Ine, (A Microfinance NGO) [the Foundaton or ASA]
was incorpotated as a nonstock, nonprofic crganization and registered with the
Philippine Securides and Exchange Commission (SEC) o July 9, 2004, Its pomary
purpose 1s to provide access (o economic and financial facilines, social and other
developmental opporunines o the disadvantaged sectors including the small, cottage
and micro-entrepreneunal poor of the community to fight against poverty, ;
empowenng them through self-employment and economic uplifement, so they may
bive with dipnity, and to condoct muicrofinance operations pursvant to Republic Act
(F_A.) No. 8425, Social Reform and Poverty Allesiation A,

On August 28, 2017, the Foundation’s Board of Trustees (BOT) and members
appreved the change in the corporate name of the Foundation from ASA Philippines
Foundation, Inc. to ASA Philippines Foundation, Inc. {A Microfinance NGO and for
this purpose amend the Foundation's Articles of Incorporation and By-Laws, which
amendiments were approved by the SEC on November 7, 2017,

The ASA Program provides:

fa) Microfinance services to qualified poor, low-income women engaged in micro and
small scale enterprises;

fiz) Financial and other forms of assstance to its members in case of sickness, death
and calamities and college scholarship for deserving children of members, as part
of social services to the poor, and,

f¢] Business development services for the members to improve efficiency and
cffccuveness In enterprise management.

As of December 31, 2017 and 2016, the Foundadon has 1,000 and 850 branches,
respectively, coverng B2 provinces in the Philippines. Moreover, as of

December 31, 2017, the Foundation had a total of 1,327 service points, which
compdse of the branches, 90 extension units and 237 satellite units. The Foundadon
has established foothold in Luzon, Visayas and Mindanao, ss it operates 517, 240, and
241 branches therein, respectively,

The Foundagon's registered head office, which is also its principal place of business, is
located at 15® Floor Prestige Tower, F, Ortigas Jr. Street, Ottigas Center, Pasig City.
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1.2 Approval of Financial Statements

The fnancal statements of the Foundation as of and for the year ended
December 31, 2017 {including the comparative financial statements as of and for the year

ended December 31, 2016} were authorized for isene by the Foundaton’s BOT on
March 13, 2018,

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

2.7 Bagis of Preparation of Financial Statements
fa) Statement of Congpiiance with Philitnine Financial Reporting Standards

The financial staterments 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 issued
by the International Accounting Standards Board, and approved by the
Philippine Board of Accountancy.

The financial statements have been prepared using the measurement hases
specified by PFRS for each type of asset, liability, income and expense. The

measarement bases are more fully descdbed in the accounting policies that
follow:.

th) Presentation of Finandal Siatements

The financial statements are preseneed in accordance with Philippine Accountdng
Standard (PAS) 1, Presentation of Finandal Statements. The Foundation presents all
itemz of income and expenses in a single statement of comprehensive Income.

The Foundation presents a third statement of financial position as at the
beginming of the preceding pedod when it applics an accounting policy
reirospecovely, or makes 2 rewrospective restatement or reclassification of items
that has a matenial effect on the information in the financial position at the
beginning of the preceding period. The related notes to the third starement of
financial position are not required to he disclosed,

() Fanctional and Presentation Currency

These financial statements are presented in Philippine pesos, the Foundaton's
funcoonal and presentaton currency, and all values represent absohute amounts
except when otherwise indicated.

Items included in the financial seatements of the Foundation are measured using
its functional curency. Functional currency is the prmary economic
environment in which the Foundation operates.
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22 Adoption of New and Amended PFRS
(@)  Effective in 2017 that are Refenant ta the Foundation

Among the amendments to PFRS which are mandagorily effective for the annual
petiod beginning on or after January 1, 2017, the Amendments to PAS 7,
Statervent of Cash Flows — Discloswre Initiatine are adopted for the frst time by the
Foundation. The amendments are designed to improve the quality of
informaton provided to wsers of financial statements about changes in an
entity's debt and related cash flows (and non-cash changes). They require an
entity to provide disclosures that enable users to evaluare changes in liabilides
amsing from fingncing acovides. An entty applies its judgment when
determining the exact form and contene of the disclosures needed to satisfy this
requirement Moreover, they suggest a number of specific disclosures that may
be necessary in order to satisfy the above requirement, including: {a) chanpes in
linhilities arising from financing activities caused by changes in financing cash
flows, foreign exchange rates or fair values, or obtaining or losing control of
subzidiaties or other businesses; and, (b) a recondliation of the opening and |
closing balances of liabilities arising from financing activities in the statement of
financial posidon including those changes identified immediately sbove.

Management has applied these amendments in the currene yeat and has not
disclosed comparative fgures as allowed by the tansidonal provisions.

A reconciliagon berween the opening and closing balances of labilines adsing
from Gnancing acdvities are presented in Nore 21,

(8]  Effestive in 2017 but are not Relevant to the Foundation
The following amendments and annual improvements to existing standards are

mandatorily effective for annual pedods beginning on or after January 1, 2017
but ate not relevant po the Foundation’s finandal statements:

PAS 12 {Amendments) : Income Taxes — Recognition of Deferred
Tax Assets for Unrealized Losses

Annual Improvements to

PFRS (2014-2016 Cycle)
PFRS 12 : Diselosure of Interest in Other Entides —

Seope Clanfeaton on Disclosure of
Summarized Financial Informanon for
Interests Classifed as Held for Sale

fe)  Effectrve Swbsequent to 2017 but ot Adopied Barly

There are new PFRS and amendments to existing standards effective for annual
pedods subsequent to 2017 which are adopred by the FRSC. Management will
adopt the relevant pronouncements in the succeeding pages in accordance with
ther transifional provisions; and, unless otherwise stated, none of these are
expected to have sipnificant impact on the Foundation’s financial staternents,
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22 Adoption of New and Amended PERS

fa) Effective in 2017 that are Relevant fo the Fomndation

(%)

fi}

Among the amendments to PFRE which are mandatorily effective for the anoual
pedod beginning on ot after January 1, 2017, the Amendments 1o PAS 7,
Sraterment of Cash Flaws — Diselosurt Inttiative are adopted for the first time by the
Foundation. The amendments ate designed to improve the quality of
information provided to users of finandal statements about changes in an
entty’s debt and related cash flows (and non-cash changes). They require an
endty to provide disclosures that enable users to evaluate changes in liabilities
ansing from financing activides. An entity applies its judgment when
determining the exact form and content of the disclosures needed to satisfy this
requirement. Moreover, they sugpest a number of sperific disclosures that may
be necessary in order to satisfy the above requirement, including: () changes in
lishikines arising from financing activities caused by chanpes in financing cash
flows, foreign exchange rates or Fair values, or obmining or losing control of
subsidianes or othet businesses; and, (b) 2 reconciliadon of the opening and
closing balances of liabilites adsing from financing activities in the statement of
financial pesiticn including those chanpes identified immediately above.

Management has applied these amendments in the current vear and has not
disclosed comparative figures as allowed by the transiional provisions,

A reconciliation between the opening and closing balances of liabilites arising
from financing activities are presented in Note 20.

Effestive in 2017 but are not Relevant o the Foundation

The following amendments and annual improvements to existing standards are
mandatorly effective for annual pedods bepinning on or after January 1, 2017
but are not relevant to the Foundation's financial statements:

PAS 12 (Amendments) ¢ Income Taxes - Recognition of Deferred
Tax Aszsets for Unrealized Losses
Annual Improvements 1o
PFRS {2014-2016 Cycle)
PERE 12 ¢ Disclosure of Interest in Other Endties -
Scope Cladfication on Disclosure of

Summarized Finandal Informaron for
Interesrs Classified as Held for Sale

Effective Subsequent to 2017 far wor Adspted Early

There are new PFRS and amendments to existing standards effective for anmual
perdods subsequent to 2017 which are adopted by the FRSC, Management will
adopt the relevant pronouncements in the succeeding pages in accordance with
their transiional provisions; and, unless otherwise stated, none of these are
expected to have significant impact on the Foundation's financial statements,
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PFRS 9 (2014}, Finandal Inttramments (effective from Jamuary 1, 2018). This
new standard on Anancial instruments will replace PAS 39, Finamdal
Insirerments; Recopnition ard Measmrersent, and PFRS 9 (2009, 2010 and 2013
versions). This standard contains, samong others, the following:

s three principal classificadon categories for financial assets based on the
business model on how an endty is managing its financial instruments;

* an expected loss model (ECL) in determining impairment of all
finandial assets that are not measured at fair value theough profit or loss
{FVTPL), which _gmera]ly depends on whether there has been a
significant increase in credit gsk since inital recognition of a financial
asset; and,

* 3 ncw model on hedge accounting that provides significant
improvements poncipally by aligning hedge accounting more closely
with the dsk management activides undertaken by entities when
hedping their financial and non-financial Ask exposures.

In accordance wath the fnancal asset classificanon pandple of

PFRS 9 {2014), 2 Bnancial asset is clagsified and measured at amortized cost
if the asset is held within a business model whose objectve is to hold
fnancdial assets in order to collect the contractual cash flows that represent
solely payments of princpal and interest (SPPI) on the principal
outstanding, Moreover, a Anandal asset is classified and subsequently
measured at fair valoe through other comprehensive income (FYTOCI) if it
meets the SPPI cotedon and is held in a business model whose objective is
achieved by both collecting contractual cash flows and selling the financial
assetz, All other financial assets are measured ar FVTPL,

In addition, PFRS 9 (2014) allows entiies to make an imevocable election
to present subsequent changes in the fair value of an equity instrument that
is not held for trading in other comprehensive income.

The accoundng for embedded demvatives in host contracts 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 labilides, the standard retains mest of the PAS 39 requirements which
include amortized cost accounting for most fnancial Habilites, with
bifurcation of embedded derivatives. The amendment also requites
changes in the fair valve of an endfy’s own debr instruments cawsed by
changes in its own credit quality to be recognized in other comprehensive
income rather than in profit o loss.




i)

(113)

-

Based on an assessment of the Foundadon's financial assets and liabilities
a5 at December 31, 2017, which has been imited to the faces and
cfcumstances exsting at that date, management has idendfied che

following areas that are expected to be most impacted by the applicaton of
PFES O (2014):

» Loans and other receivables are composed of receivables from
borrowers and other receivables which is held to collect contractual .
cash flows representing SPPI. These financial assetz will continue to be
measured at amortized cost upen applicaton of FFRS 9,

* The ECL model will apply to the Foundation's loans and other
receivables. Management has assessed that the application of the ECL

model will cause an increase in impairment losses as compared to
PAS 35,

PFRS 15, Revermue from Comiract with Customers (effective from January 1,
2018). This standard will replace PAS 18, Revenwe, and PAS 11, Confruction
Comiracts, the related Interpretations on revenue recognition: International
Financial Reporting Interpretadons Commiteee {IFRIC) 13, Carfomer Lapalty
Frograsmmeer, IFRIC 15, Agreement for the Constraction of Beal Estare,

IFRIC 18, Transfers of Aseets from Custorers, and Standing Interpretations
Committee 31, Besenwe — Barter Transactions Invofving Advertising Servicer, This
new standard establishes a comprehensive framework for determining
when to recognize revenue and how much revenue to recognize, The core
prnciple in the #aid framework is for an ety to recognize revenue to
depict the transfer of promised poods or services to the customer in an
amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services.

Bazed on an assessment as at Decembet 31, 2017, manapement determined
that the Foundation's sipnificant source of revenues pertain to service fees,
The revenue recognition policy of the Foundation is discussed in Mote 2.9,

PERS 9 (Amendment), Finandal Intraments — Prepayment Featsres with
Negative Compensation (effective from January 1, 2019). The amendment
clarifies that prepayment features with negative compensation attached to
financial instruments may still qualify under the SPPI test. As such, the
financial assets containing prepayment features with negative compensation
may still be classified at amortized cost or at FVTOCI, Management is
currently assessing the impact of this amendment in its finandal
statetnents.
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(iv) PFRS 16, Learr (effectve from January 1, 2019). The new standard will
eventually replace PAS 17, Leages,

For lessees, it requires to account for leases “on-balance sheet™ by
recognizing a “rpght of use” asset and a lease liahility. The lease liabiliry is
initially measured as the present value of future Iease payments. For this
putpose, lease payments include fixed, non-cancellable payments for lease
elements, amounts due under residual value guarantees, cortin types of
contingent payments and amounts due dudng optional pedods to the extent
that extension iIs reazonably certain. In subsequent periods, the
“dght-of-use" asset is accounted for similarly o a purchased asset and
depreciated or amortized. The lease Lability is accounted for similar to a
financial Liability using the effective interest method, However, the new
standard provides important reliefs or exemptions for shore-term leases and
leases of low value assets. If these exemptions are used, the accounting is
similar to operating lease accounting under PAS 17 where lease payments are
recopnized as expenses on & straight-line basis over the Jease term ot another
systematic basis (if more representative of the pattemn of the lessee’s benefit).

For lessors, lease accounting is similar to PAS 17°: approach. In particular,
the distinction between finance and operating leases is retained. The
defimtions of each type of lease, and the supporting indicators of 2 finance
lease, are substantally the same as PAS 17, The basic accounting mechanics
are also similar, but with some different or more explicit puidance in few
arcas. lhese include variable payments, sub-leases, lease modifications, the
treatment of inioal direct costs and lessor disclosures.

Management is currently assessing the impact of this new standard in it
financial statements.

2.3 Financig! Assets

Financial assets are recognized when the Foundation becomes a party to the
contractual terms of the financial instruments. For purposes of classifying financial
asgets, an instrument is considered ag a0 equity instrument if is non-dedvative and
meets the definition of equity for the issuer in accordance with the coteria of PAS 32,
Finandal Inrtruments: Presentation. All other non-derivative financial instruments are
treated a5 debt instuments,

Financial assets other than those designated and effective as hedging instruments ate
classified into the following catepories: inancial assets at FVTPL, loans and
receivables, held-to-marutity ifvestments and available-for-sale financial assets.
Financial assets are assigned to the different catepories by management on inital
recognition, depending on the purpose for which the investments were acquired.

Repular purchases and sales of Gnancial assets are recopnized on theit trade date.

All Ainancial assets that are not classified as at FVTPL are inidally recognized at fair
walue plus any ditectly attobutable mansaction costs. Financial assets carried at FVTPL
are initially recorded at fair value and the related transaction costs are tecognized in
profit or loss.

The financial assets category that is cumrently relevant to the Foundation is loans and
receivables.
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Loans and receivables are non-degvatve financial assets with fixed or determinable
payments that ave not quoted in an active market, They arise when the Foundation
provides money, goods or services direcdy to a debtor with no intention of wading the

receivables,

The Foundation's finandal assets categorzed as lpans and receivables are presented as
Cash, Loans Receivable, Other Receivables and Rental Deposits in the statement of
financial posidon. Cash includes cash on hand and demand depesits which genemlly
earn interest at daily bank deposit mtes and are subject to insignificant changes in
value.

Loans and reccivables are subsequently measured at amornzed cost vsing the effecove
interest method, less imparment loss, if any, Impairment loss is provided when there
15 any objective evidence that the Foundation will not be able to collect all amounts
due to it in accordance with the ongmal terms of the recervables, The amount of the
impairment loss is determined as the difference between the assets’ camrying amount
and the present value of estimated future cash flows (excluding funure credit losses that
have not been incurred), discounted at the finandal asset’s coginal effective interest
mate or current effective interest rate determined under the contract if the loan has 2
vatiable interest rate,

The carrying amount of the asset shall be reduced either directly or through the wse
of an allowance account. The amcount of the loss shall be recopnized in profit or loss.

If in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related cbjectively to an event occuming after the impainment was
recognized (such as an improvement in the debtor’s credit rating), the previously
recognized impairment loss is reversed by adjusting the allowance account. The
reversal shall not result in 2 canrying wmount of the financial asset that exceeds what
the amorized cost would have been had the impairment not been recognized at the
date of the impairment is reversed. The amount of the reversal is recognized in
profic or loss.

All income and expenses, including impairment losses, relating to Anancial assers that
are recognized in profit or loss are presented as part of General and Administrative
Expenses account under the Operating Expenses section in the statement of
comprehensive income.

Non-compounding interest and other cash flows resuldng from holding financial
assets are recognized in proft or loss when earned, regardless of hew the related
camying amount of financial assets 15 measured.

The financial assets (or where applicable, a pare of a financial agset or part of a group
of inancial assets) are derecognized when the contractual rights to receive cash flows
from the financial instruments expite, or when the fnancial assets and all substangal
nsks and rewards of ownership have been transferred to another party. If the
Foundanon neither transfers nor retaing substantally all the dsks and rewards of
ownership and continues o conteol the transferred asset, the Foundation recognizes
its retained interest in the asset and an associated lability for amounts it may have to
pay. If the Foundation retains substantally all the risks and rewards of ownership of 2
transferred financial asset, the Foundation continues to recognize the financial asset
and also recopnizes a collateralized borrowing for the proceeds received,




24 Other Assers

Orher assets pertain to other resowrces 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 ta the Foundation and the asset has a cost or value
thar can be measured relishly.

2.5 Propeny and Eguipment

Property and equipment are stated at cost less accumulated depredation and
amortizagon and any impairment in value,

The cost of an assct comprises its purchase price and directly attibutable costs of
bringing the asset to working condition for its intended use. Expenditures for
additions, major improvements and renewals are capitalized while expenditures for
repairs and maintenance are charged to expense as incurred.

Deeprecianon is computed on the straight-lne basis over the esamated useful lives of
the assers as follows:

Bulding 15 years
Equpment and vehicles 5 years
Furmiture and fxtures 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 ameunt may not be
recoverable,

Impairment loss for property and equipment is recopnized for the amount by which
the asset’s carrying amount exceeds its recoverable amounts which is the higher of its
fair value less costs to sell and ies value in use. In determining value in use,
management esimates the expected future cash Hows from such asset and

determines the suitable interest rate in order to calculate the present valoe of those
cash flows, The data used for impairment testing procedures are directly linked to the
Foundation's latest approved budget, adjusted as necessary to exclude the effects of
asset enhancements, Discount factors determined reflect management's assessment of
respective tisk profiles, such as market and asser-specific gsk facrors.

Propetty and equipment is subsequently reassessed for indications that an impairment
loss previously recopnized 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 depredation and ameortization method

of propetty and equipment are reviewed and adjusted if appropriate, at the end of each
reporang period,
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An item of properry and equipment, ncluding the related accumulated depreciation
and amorgzaton and any impairment losses, is derecognized upon disposal or when
no future economic benefits are expected to adse from the continued use of the asset.
Any gain or loss ansing on derecogniion of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the item) is included in
proft or loss n the year the item 15 derecognized.

26 Finavneial Lishiltes

Financial labilities, which include Microzavings (composed of Capital Build-up [CBU]
and Locked in Capital Build-up [LCBU]), Loans Payable and Other Liabilices
{exchading eax-related liabilities) are recognized when the Foundation becomes a party
to the contractual terms of the instrument. These are initally recognized ax their fair
value and subsequently measured at amortized cost using effective interest method for
manxides beyond one year, less settlernent payments.

All interest-related chaepes incurred on financial liabilities are recognized as expense in
profit or loss as part of Project Costs account under Operating Expenses in the
statemment of comprehensive wncome.

Loans payable are maised for support of long-term funding of operations. This iz
recognized at procesds received, net of direct issue costs. Finance charpes, including
premiumns payable on setlement or redemption and direct issue costs, are charged to
profit ot loss on an accrual basis using the effectve interest method and are added to
the carrying amount of the instrument to the extent that they are not settled in the
peniod in which they arise,

Financial liabilities are derecognized from the statement of financial position only
when the oblipations are exdnpguished either through discharpe, cancelladon or
expiration. The difference berween the carrying amount of the finannial liability
derecognized and the consideration paid or payable is recognized in profit or loss.

27 Oetting Financial Instruments

Financial assets and financial Eabilides are offset and the resulting net amoun,
considered as a single finandal asset or Anancial liability, is reported in the statement
of financial position when the Foundation currently has legally enforceable righr 1o
ser-off the recognized amounts and there is an intentdon to setde on a net basis, or
realize the asset and settle the liability simultaneously. The rght of set-off must be
available at the end of the reporting period, that is, it is not contingent on future event,
It must also be enforceable in the nonmal course of business, in the event of default,
and in the event of insolvency or bankruptcy; and must be legally enforceable for both
entity and all counterparties to the financial instruments.

2.8 Provisions and Contingencics

Provisions are recognized when present oblipatons will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of
the outflow may stll be uncertain. A present oblipation adzes from the presence of 2
legal or constructive obligation that has resulted from past events,

Provisions are measuzed at the estimared expenditure required to sectle the present
obligation, based on the most reliable evidence available at the end of the reporting
petiod, including the nsks and uncertainties associated with the present obligation,
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Where there are 2 number of similar obligations, the lkelihood that an outflow will he
required in settlement is determined by considering the class of obligations as a whale.
When dme value of money is material, long-term provisions are discounted ro their
present values using a pretax rate thar reflects marker assessments and the risks
specific to the obligation. The increase in the provision due to passage of dme i
recognized as interest expense. Provisions are reviewed at the end of each reporting
pedod and adjusted to reflect the curtent best estimate,

In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for
cannot be measured reliably, no liabilicy is recopnized in the financial statements.
Sirnilarly, possible inflews of economic benefits to the Foundation that do not vet
meet the recognition criteda of an asset are considered contingent assets, hence, are
not recognized in the financial statements. On the other hand, any reimbursemnent
that the Foundadon can be virtually certain to collect from a third party with respect
to the obligation is recognized as a scparate asset not exceeding the amount of the
relared provision.

29 Revenue and Expense Recognsition

Revenue comprises revenue earned telated to rendeting of services (Le, extending
loans) measured by reference to the fair value of consideration received or receivable
by the Foundation for services provided, excluding any rebates,

Revenue is recognized to the extent that revenur can be reliably measured; it is
probable that famure economic henefits will flow to the Foundation; and, the cost
incurred or to be incurred can be reliably measured. In addition, the following specific
recopnition criteria must also be met before revenue is recopnized:

(@) JSerwice fees — Service fees are recognized in profit or loss for all instraments
measured at amortized cost using the effective interest method. Unearned service
chatges is recognized durdng the month of disbursement and subsequently, camed
as revenue, based on the effective interest merthod of accoundng; as the loan is
fully collected from the members,

The effecuve interest method is & method of calculating the amortized cost of a
financial asset or a finandial Liability and allocating the income over the relevant
pedod. The effective interest rate is the rate that exactly discounts estimated
future cash flows through the expected useful life of the financial instrument or a
shorter perod, where appropriate, to the net carrying amount of the financial
asset or financial lability,. When caleulating the cffective interest rate, the
Foundation estimates cash flows considering all contractual terms of the financial
nstruments but does oot consider fupare eredit losses.

Once the recorded value of a financial asset or group of similar financial assets
has been reduced due to an impairment logs, interest income condnues to be

recopnized using the orginal effective interest rate used to discount the furure
recoverable cash flows.

(B Imterest — Interest income from cash in banks is recopnized as interest accrues
taking into account the effective vield of the assee.
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Costs and expenses are recopnized in profit or loss upon utilization of the goods
and/or services or at the date they ate incuered, Any finance costs are reported in
profit or loss on an accrual hasis, except any borrowing costs that is related to a
qualifying asset that is capitalized a5 patt of the cost of the asset {see Note 2.12),

ZI0 Leases = Foundation as Lessee

Leases, which do not eansfer to the Foundation substantially all the tisks and benefits .
incidental to ownership of the leased asset, are classified as operating leases.

Operating lease payments (net of any incentve received from the lessor) are

recognized as expense in profit or loss on a straight-lne basis over the lease term.
Aszsociated costs, such as repaits and maintenance and insurance, are expensed as
incurred.

The Foundation determines whether an arranpement is, or contains, a lease based on
the substance of the amangement. It makes an assessment of whether the fulfllment
of the areangement is dependent on the use of 2 specific asset or assets and the
afrangement cONVEYs 4 dght to use the asset,

2.11 Employee Benefits

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

fa)  Port-ensployement Defined Bengfis Plan

A defined benefit plan is 2 post-employment plan that defines an amaount of
post-employment benefit that an emplovee will receive on retirement, usally
dependent on one or more factors such as ape, years 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  The Foundation's defined benefit pension plan covers all regular
full-time employees,

The liability recopnized in the statement of financial position for a defined benefit
plan solely pertains to the present value of the defined benefit obligadon at the
end of the reporting period. The defined benefit obligation is calculated annually
by a0 independent actuary using the projected unit credit method. The present
value of the defined benefit obligation is determined by discounting the estimated
firture cash outflows for expected benefit payments using a discount rate derived
from the interest rates of zero coupon govemnment 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 tecms to maturity approvmatng (o
the terms of the related post-cmployment Hability.

Remeasurements, comprising of actuarial gains and losses arising from EXpemence
adjustments and changes in actuarial assumptions are reflected itnmediately in the
statement of financial position with a charge or credit recognized in other
compeehensive income in the pedod in which they arise. Intetest expense is
calculated by applying the discount rate at the beginning of the petiod, talking
account of any changes in the net defined benefit liability during the period a5 a
result of henefit payments. Interest expense is reported as part of Finance costs
under the Project Costs account in the statement of comprehensive income.
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Past-gervice costs are recognized immediately in profit or loss in the petiod of
plan amendment or curtailment

{B)  Postermpioyment Defined Contribution Plams

A defined contnbudon plan is & post-employment plan under which the
Foundation pays fixed contribufions into an independent entity [such as the
Social Securty System (535)]. The Foundation has ne legal or constructive
obligations to pay further contobutons after payment of the fixed contrbution.
The contdbutions recognized in respect of defined coneribution plans are
expensed as they fall due. Liabilities or assets may be recognized if underpayment
ot prepayment has occurred and are normally of & short-term nature.

fef  Termination Benefits

Terminagon benefits are payable when employment is terminated by the
Foundation before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. The Foundation recognizes
terminadon benefits at the eatlier of when it can no longer withdraw the offer of
such benefits and when it recopnizes costs for a restructudng that is within the
scope of PAS 37, Provévons, Contingent Linhilitier and Contingenmt Asrets, and involves
the payment of termination benefies. In the case of an offer made to encourage
voluntary redundancy, the termination benefits are measured based on the
number of employees expected to accepr the offer. Benefies falling due more
than 12 months after the end of each reporting period are discounted to their
present value,

(a] Compensated Absewees

Compensated absences are :ecﬂg;nized for the number of paid leave days
(including holiday entitlement) remaining at the end of the reporting perod.
They are included in Other Liabilities account in the statement of financial
position at the undiscounted amount that the Foundation expects to pay asa
result of the unused enttlement.

2.12 Borrawing 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
attributable to the acquisiion, construction or producton of a qualifying asset

i.e., an asset that takes a substantial penod of time to pet ready for its intended use
or sale) are capitalized 25 part of cost of such asset. The capitalization of borrowing
costs commences when expenditures for the asset and borrowing costs are being
incurred and activities that are necessary to prepare the asget for its intended 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
pending their expenditure on qualifying azsets is deducted from the borrowing costs
eligible for capitalization,




213 Fpnd 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 pror pedod results of

operations a5 reported in the profit or loss section of the statement of comprehensive
income,

Remeasurement of post-employment defined benefir plan pertains to the cumulatve
balance of actuarial gains and losses arising from experience adjustments and changes
10 actuarial assumptions used in the determinarion of the post-employment defined
benefic obligaton.

&1 Related Party Relationships and Transactions

Related party transactons are transfers of resources, services ot obligatdons between
the Foundation and its related parties, tegardless whether 2 price is charged,

Parties are considered to be related if one party has the ahilicy to control the other
patty or exercise significant influence over the other party in making financial and
operating decisions. These parties include: (a) mdividuals owming, directly or indirectdy
through one or more intermediazies, conteol or are controlled by, or under commen
control with the Foundation; {b) associates; and, (c) individuals awning, directly o
indirectly, an interest in the voting power of the Foundation that gives them significanc
influence over the Foundation and close members of the family of any such individual.

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

215 Events aficr the End of the Reporting Peripd

Any post-year-end event that provides additional information about the Foundation’s
statement of financial position at the end of the reporting period {adjusting event) is
reflected in the financial seatements. Post-year-end events that are not adjusting
events, if any, are disclosed when materal 1o the financial statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Foundation's financial statements in accardance with PFRS
requites management to make judgments and estimares that affect the amounts
reported in the Bnancial statements and related notes. Judgments and estimates are
contnually evahiated and are based on historical expedence and other factors,
including expectations of future events that are believed to be reasonable under the
curcumstances. Actual resules may ultimarely differ from these estimates.
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3.1 Crdcal Management fudgments in Applying Accounting Policies

In the process of applying the Foundation's acecunting policies, management has
made the following judgments, apart from those involving estimation, which have the
most significant effect on the amounts recopnized in the financial estimates:

faj Lhintinction between Operating and Finanee Leases

The Foundation has entered into vatious lease apreements as a lessee, Critical
judgment was exercised by management to distinguish cach lease apreement as
either an operating or finance lease by locking at the tansfer or retention of
significant risk and rewards of ownership of the properties covered by the

agtecments. Failure to make the right judgment will result in either overstatement
or understatement of assets and linbilities,

Management has assessed that its existing lease agreements qualify as operating
leases.

(8] Bemgnition af Provisions and Contingenser

Judgment i= exercised by management to distinguish between provisions and
contingencies. Policies on recopnition of provisions and contingencies are
discussed in Note 2.8 and relevant disclosures are presented in Note 18,

1.2 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the fiture, and other key sources of
estimation uncertainty at the end of the reporting petiods, that have a significant risk
of causing a matetial adjustment to the carrying amounts of assets and Labilites within
the next reporting period:

(@) Impairment of Laans and Ober Receivabler and Rental Depouits

Adequate amaount of allowance for impairment s provided for specific and
groups of accounts, where objective evidence of impairment exists. The
Foundation evaluates the amount of allowance for impairment based on available
facts and circumstances affectng the eollectability of the accounts, including, but
not limited to, the length of the Foundation’s relationship with the members and
other counterparties, the members” and other counterpardes’ current credit status,
average apge of accounts, collection expetience and historical loss expedence. The
methodaology and assumptions used in estimarning furee eash flows are reviewed

te v by the Foundation to reduce any differences between loss estimates and
actual loss expedence.

The carrying value of loans and other receivables and rental deposits and the

analysts of allowance for impairment on such Anancial assets are shown in
Motes 7 and 18,
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(8) Etimation of Usafi! Liver of Property and Equitanent

&

fa)

The Foundation estmates the useful lves of property and equipment based on
the pedod over which the assets are expected to be available for use. The
catimated uscful lives of property and equipment are reviewed peoodically and are
updated if expecrations differ from previous estimates due to physical wear and
tear, technical or commercial obsolescence and lepal or other limits on the wse of
the assets.

The catrying amounts of property and equipment are analyzed in Note 8. Based
on management’s assessment as of December 31, 2017 and 2016, there 15 no
change in esdmared wseful lives of property and equipment dunng those years.
Actual results, however, may vary due to changes in estimates brought about by
chanpes in factors mentoned abowve.

Irgpairment of Property and Equipment

The Foundation’s policy on estimating the impairment of property and
equipment is discussed in detail in Note 2.5 Theugh management believes that
the assumptons used in the estimation of the carrying amount of the assets are
appropdate and reasonable, significant chanpes in these assumptons may
matedally affect the assessment of recoverable amount and any resulong
impairment lose could have a material adverse effect on the results of operatons.

Management has assessed that there are no indications of impairment on the
Foundadon's propenty and equipment at the end of each reporung perdad, hence,

no impairment losses are required to be recopnized on those assers in any of the
reporting periods.

Valuation af Past-employment Defined Benefit Obligation

The determination of the Foundation’s obligation and cose of post-employment
defined benefit is dependent on the selecton of certain assumptions used by an
independent acruary in calculadng such amounts, Those assumptons include,
among others, discount mres and salaty rate inerease. A significant change in any
of these acarial assumptons may generally affect the recopnized expense, other
comprehensive income or losses and the carrying amount of the post-employment
benefit cbliganon in the next repordng penod.

The amounts of post-employment benefit obligation and expense and an analysis
of the movements in the estimated peesent value of post-employment benefit
obligation, as well as the analysis of the sensitivity of such obligation to the
changes in significant assumptions are presented in Note 14,2

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Foundation is exposed to a varety of financial msks which result from its

erating and fnanong acovines. The Foondadon's risk management 15 coordinated

with its BOT, and focuses on actively securing the Foundation's short-te-medium
term cash fows by minimizring the exposure o fnancial markets.

The Foundation does not engage in the trading of financial assets for speculative
putposes nor does it write options.
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The most significant financial risks o which the Foundadon is exposed to ate
descrbed below and in the succeeding sections,

4.1 Credit Risk

Credit risk is the risk that a counterparty may fail to discharge an oblipation to the
Foundation. The Foundation is exposed to this risk for financial instruments arising

from granting loans and advances to its members and its employess, and placing
deposits to vanous local banks,

The Foundation continucusly monirors default of its members and other
counterparties, identfied either individually or by group, and incorporates the
infermation into its credit risk contols,. The Foundation's policy is to deal anly with
creditworthy counterpardes. In addition, loans and other receivables are secured by

the microsavings of members which can be applied apainst any amounts due in cases
of default on lean payments.

The maximum credit risk exposure of financial assets is the carrying amount of the
fnancial assets as shown in the seacements of financial position or in the detailed
analysis provided in the notes to the fnancial statements, as summanzred helow,

Motes 2017 2016
Cash fi P B35183,098 P 294195551
Loans receivable - net 7 12,768,096,012 8,398 365,352
Other receivahbles 7 175,602,774 108,671,315
Rental deposits 18 _ X248 830 21434796

PL3,806,150,714  PAA22667.514

The credit nisk for cash is considered neglipible, since the counterpartes are reputable
banks with high quality external credic ratings. Included in cash ate cash in banks
which are insured by the Philippine Deposit Insurance Corporation up to a maximum
coverage of P0.5 million for every depositor per banking institution.

In respect of Inans receivable and other receivables which are secured by the
microsavings contsbutions of all active members, the Foundation is not exposed to
any significant credit nsk exposure to any single counterparty. Significant portion of
the Foundaton’s loans recefvable pertains to claims from various groups of members
with similar chatacteristics. However, the Foundation has no expedence of significant
members' default and historical losses from any single proup of counterparties,

The Foundation provides an allowance for impairment equivalent to 5% of its net
loans receivable at the end of every reporting period. Total past due loans smoundng
to P53.1 million for 8 370 members and P4.2 million for 1,371 members as of
December 31, 2017 and 2016, respectively, have been fully provided with adequate
amount of allowance for impairment. Baged on historeal information shont members

default rates, management consider the credit quality of loans and receivable that are
0ot past due or impaired to be good.
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4.2 Liguidiey Risk

The Foundation manages its liquidiey needs by carefully moniroring scheduled debt
servicing payments for long-term fnancal liahilides as well as cash outflows due in a
day-to-day business. Liquidity needs ate monitored in various dme bands, on =
day-to-day and week-to-week basis, as well as on the basis of a rolling 30-day
projection. Long-term liquidicy needs for a six-month and one-year period are
identified tonthly.

The Foundation maintains cash to meet its liquidity requirements for up to 30-day
pedods. Funding for long-term liquidity needs is additionally secured by an adequate
ampunt of committed credit facilides and the ahility to consistently maintain an
effective collection murn-over. As of December 31, 2017 and 2016, portfolio at tisk is
at (.36% and 0.05%, respectively.

As at December 31, 2017, the Foundation’s fnancial habilides have coneractual
manurities which are presented below.

Within Wichin AREE (a1 YT
—Mopey  _ fmooabs 0 1Zonnhs . betedhinfeeveas Toggl 0
Micromnings 4 P OGERATIOE] P 5 P - P 6171 061
Lienc prayabis (1] 431.410,175 441 1 20 83,105,783 1,855,014 358
Cnber Exbibeive 11 1170083 peg = ; 110153 Kgt

LBAADAILAEE P S4i20300 P JESJ0GFAF L0010 IAF

This compares to the maturity of the Foundation’s financial babilities as of
Deecember 31, 2016 as follows:

—Ddubex  _ Gmonths = 13meenbs bmtwothinSveveam _ Toml
Micmraings g P aehlimezil P . P . B 4,662076,231
Loems payabds 1] &G3,113,125 &1, B350 51,532,431 TT5,482, 500
Chiber Eabilmies 11 — 373X N0 = A z D575 0%

e niind P GLEMM4 P SIL5324%] P A305081158

The above contractual marsides reflect the gross cash flows, which may differ from
the carrying values of the liahilides at the end of the reporting pedods.

CATEGORIES AND OFFSETTING QOF FINANCIAL ASSETS AND
FINAMNCIAL LIABILITIES

.1 Carmying Amounts and Fair Valucs by Category

The carrying amounts and fair values of financial assets and finandal liabilites at
amortzed cost presented in the statements of financial position are shown below and
in the socceeding page (amoumts in thousands).,

2017 i
Fair Eair

Carrying Carrping
—doees . Falwen  Walues 0 Valum | . Valom

Fioaoriel Ascere
Cach [ P H3z 183 P BIE1R3 T 2,10 P M, 1
Lizares recerrable - oec 7 12,768,096 13,18, 1196 H, 254 36 5,308,366
Chfer repeivablas ? 198 60% 175 503 108,671 108471
Reanral denpeins 18 7,241 27,240 Hoas 21 435

E—lisehli B_LSB06LN F__RR1I66E B ERIZGH
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2017 b i
Fuir Carrring, Faxr

Casrying
_Mefex . . Valwes  _ Vahies  _ Weles Ve

P
Iiicrnsavings ] FOETHAM P EMEATT P ASHIEE P 4518148
Larins payabile 1 1,700,000 1,700,000 0,000 770,000
Oher Eabilities 1 LI700%4 1170054 057 522 057,522

P 96028 P__S603M P 63500 B 63556

Management considets that the carrying atmount of the Foundation’s financial assets
and Gnancial liabilites measured ar amortized cost approximates the fair values due to
15 short texm duraton,

5.2 Offserting of Financial Assets and Financizl Lighilitics

As of December 31, 2017 and 2016, the loans receivable and the relared microsavings
and the louns payable and the related loans receivable assipned as security for the loans
payable are subject to offsetting, enforceable master netting arrangements and similar
agreements. Each agreement between the Foundation and counterparties allows for
net seftlement of the relevant financial assets and financial liabilides when both electto
seftle on 2 net basis. In the absence of such an election, finandal assets and financial
liabilides will be sertled on a gross basis, however, each pary to the master netting
agreement or similar apreement will have the option to settle all such amounts on a net
basis in the event of default of the other party,

CASH

The Foundation’s cash in bank balance as of December 31, 2017 and 2016 amounted
to PB35.2 million and P294.0 million, respectively. Cash in banks generally carn
interest at rates based on daily bank deposit rates,

Interest earned from cash in banks amounted to P5.3 million and P3.0 million in 2017
and 2016, respecovely, and is presented as part of Other Revenues account in the
statements of comprehensive income (see Note 12). :

None of the Foundation's savings deposits were held as security for any of the
Foundanon's kabiliies at the end of the reporting pedods,

LOANS AND OTHER RECEIVABLES

These accounts inchide the following:

7.1 Loans Receivable

Loans receivable as at Decembet 31 consist ab

2017 2016
Loans receivable P14,842 4TORRD P2 777522725
Unearned service charges (__1402.378.938) (__937137573)
13,440,101,112 8,B40,385,152
Allowance for impairment {__ 672005.100% (__442.019.300)

P12.768,096,012 PES8398.265 850
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As of December 31, 2017 and 2016, the Foundaton has 1,532 695 and 1,273,136
active members, respectively.

Loans recervable represent microfinance loans granted ro the Foundation's members,
These loans have terms of six months and are partially secured by the respective
carrying amounts of microsavings of individual members (see Note 9). These loans are
subject to a nominal rate of 15% service chazge all throvghour the six-month term. On
Apnil 25, 2017, the BOT approved the reduction of the service charge to 12 5%. 3
Service fees eamed from these loans amounted to P4 866 8 million and P3,904.1 mallion
in 2017 and 2016, respectively, and are shown as Service Fees in the smtements of
comprehensive income,

The Foundaton's loans receivable has been reviewed for indications of impairment.
Certain recervables were found to be impaired; hence, adequate ameount of allowance
for impairment has been recognized accordingly.

A reconciliation of the allowance for impairment at the beginning and end of 2017 and
20146 is shown below.

_Dote 2017 2016
Balance at beginning of year P 442019300 P 408209310
Impairment loss during the year 13 286,680,802 67,830,135
Wdte-off of recervables
previously provided
writh allrwatice (_ 56,695002) (  34,020,145)
Balance at end of year B_ 672005300 E 442019300

Loans recervable written-off in 2017 and 2016 pertain to the cutstanding balance of
loans granted to 10,68%9 and 3,521 members or 0.7% or 0.5% of actve members,
respectvely.

Cettain loans receivable of the Foundation amounting to P6054 million and
F758.1 million as of December 31, 2017 and 2016, respectvely, were assipned with
recourse to local banks as security to the Foundation's boreowings from these local
banks as discussed in detail in Moee 10,

7.2 Other Recorvables

Other receivables consist of personal and mobiliry loans, and noninterest-bearing
advances granted to the Foundation's personnel with total cartying amount of
FP175.6 million and P108.7 million as of December 31, 2017 and 2016, respectively.

A standard service fee of 10% is charged for a six-month term loan in both of the
repordng penods and is recognized as service charges on employee loans under
Cither Revenues account in the statements of comprehensive income (see More 12),

These loans are paid by employees every pay perod through salary deducrions,

Az of December 31, 2017 and 2016, other receivables were reviewed for indicadons
of impaitment and none has been noted; hence, other recstvables are unimpaired and

fully recoverable at its carrying amounts as at the reporting pedods based on the
assessment of matagemerit,
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B. PROPERTY AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and smortzaton of
praperty and equipment at the beginning and end of 2017 and 2016 are shown below.

A tecondliaton of the
and end of 2017 and 2016 is shown below

Builing
aid Offiee Fomdtuere amd Eqguipmens
Improvements . Fiwoeres — Toml
Dregember 31, 2017
et P 636TASA4 P 210158377 P 3IZTESESA P 315675814
Accumulared deprecmtion
and amertizabon 15 4RES01Y [ 4007 TO0E) 16582012 ¢ 11135614
et carrying amount E_SOI%LGE3 F _6RORLGTS B 1GIMS4  P_134.500.700
Drecember 31, 3016
Coet P 65,678,504 P 167013410 P 24984553 F 259,674,547
Arccumulsred depreczition
aod amurtzabon I Rl T R (1 LY, o S 154599850 133095 T47)
Mex carrying amount P_54570255 P _ST#ATOA1 B 155840564 @ F_1Z7SE3R00
Jaeuary 1, 216
Cost P OGE4TASA4 P 124327964 0P 11504553 P 901,511,300
Accumularsd depreennon
and amurtiznbion 4 6IIOTRLY [ VOIB4.596 TIX4RdY) [ S3020.01)
Mex carrying amount F_SS04FF00 P _s8i4%%% 2P 4370717 P 108471000

Building
and Oifice
lmprovements

Balumee ar Jaoesy 1, 2017,
net of accummlated
depreciation and
MCIZAEoD P 54,570,255

Addirinns il

Dreprecisticn and
amwatization charpes
b the year ____43TR5vE

Balance ot Trecember 31, 2017,
ner of accumulaped
depirecation and
ARG E__S0aM.5853

Balance ot Jamuary 1, 2044,
f1er of accurmulaped
depirecation and
AT ATIZAGH]

Additicms

DEFI'EI:i.I.ﬁ!EI and
dsmortiation chorges
for the year

P 58948800

(4378593

Balance ot December 31, 2014,
ner of perumualaced
deprrecation ond

AMOSTLE o

E 557003

Fonmitere and

— Piiisten

P 57407081
50,144,967

[ JaaLITH

P 45,143 .3583
42505 445

{—J0340.B53

Equipment

PO15524.564
280, 300

( S1080E

B 43m2
15,480,000

(4335148

camrying amounts of property and equipment at the beginning

P 177582 EOD
55,540,267

[ 49.00) BTY

P 108,471,500
&B,165 40

(— 39.[54.548;
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The amount of depreciaton and amortization is allocated and reported in the statements

of comprehensive income as follows (see Note 13):

Project costs
Genetal and administrative expenses

MICROSAVINGS

This account is broken down as follows:

CBU
LCBU

2017 2016
P OATILOBG P 27092831
— 1326RBR1 11,961,715
] 1

2017 2016
P5,828400.209  P3,825943,160
— 946769600 _ 703,225.060
P 6,775,176,800 P4.52A.168.320

The collected CBU and LCBU or microsavings is for purposes of maintining a
compensating balance, which is wsed to offset against the member's cutstanding loan
balarice in case of default (see Note 7). Hizstorically, default rates for the last theee
years have not exceeded 1% of the carrying balance of loans receivable as at the

reporting pedods.

CBU pertains to weekly savings of P50 or more, that each member maintain during
the first loan cycle, which earns rebates of up to 7% per annum, On the succeeding
loan cycles, the members have to maintain a balance equivalent to ar least 13% of the
availed poncipal loan, Rebates are computed and released to clients at the end of

December every veat.

LCBU is a noninterest hearing, alternative savings that is locked in as to member
withdrawal, The weekly contribudon is fixed at P10, When the LCBIT reaches
P2,400, 50% of such is transferred to CBU, It can be withdrawn in full by the
member only upon tenmination of membership from the Foundation.

All acuve members of the Foundation are required to maintain their microsavings
contdbutions based on prescobed minimuom levels,

LOANS PAYABLE

The compesition of the Foundation’s outstanding bank loans is shown below (see

Mota 2003,

Cutrent
MNon-curent

2017 2016
P 476,000,000 P 720,000,000
_1,224,000,000 50,000,000
EL700.000.000 P__770,000.000
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To enable the Foundation to provide uninterrupted microfinance loans to members in
accordance with the Foundation's microfinance program, the Foundation, as part of
its cash management, obtains financing through bank loans from vadows Gnancial
institutons and/ or omanization,

As apptoved by the BOT on November 17, 2016, the Foundation entered into a Fadlity
Apreement (the Agreement) as corpotate notes issuer, with three local universal banks as
mital noteholders, Credic Guarantee & lovestment Facility (a3 trust fund of the Asian
Development Bank) as guarantor, and BPI Capits]l Corpomation as mandated lead
arranger and boolounner. Based on the Agreement, which was signed on

January 26, 2017, the nital noteholders grant 1o the Foundation a lean faciliey with a
maximum principal amcunt of P2.0 billion, subject to release in not more than three
tranches starting February 2017 to January 2018 (see Note 19). As of December 31,
2017, the Foundation has drawn P1.5 billion represendng the rwo tranches, As
approved by the BOT, the net proceeds of the issuance of the notes shall be used by the
Foundaton for fnancng its expansion plans, paying off its existing bank loans parable,
and for othet general corpomte purposes.

Certain loans receivable of the Foundation amounting to P605.4 million and

P759.1 million as of December 31, 2017 and 2016, respectvely, were assigned with
recourse 1o local banks as security for the Foundation’s bank loans amounting to
P20 million and PG00 million as of December 31, 2017 and 2016, respectvely
(see Note 7). In addifion, the inidal noteholders require the Foundation to maintain
the following ratos: operatonal self-sufficiency rato of more than 1109, portfelio at
osk of less than 1.5%, equity to pross loan portfolio of mere than 15%, net loan
portfcko as percentage of assets of more than 80% and a debt to equity ratio of less
than 190%. As of December 31, 2017 and 2016, the Foundaton is compliane with all
the securty requirements and covenants imposed by the respective creditors.

The summarized terms and condidons of each availed loan as at December 31, 2017
and 2016 ate as follows:

Commnding
— Principal Balarce  _ Intereat Bate Security — Defadurity dae
2m7 K16
F L000,000,000 F - Fixed ar 507% Useseized 2022
S00,000 00 - Fined a1 5.17%% Ungecured 202z
200,104,000 . Fixed 2t 4.5%  Secursd, assigned eeceivables 2018
P505.4 milbon
200,000,000 Fixedat45%  Secwred, assigned eeceivables 17
73953 4 mihon
00H Fixed at4.5%  Secured, gsrigned receivables an1
F254%.7 mithom
000Dy Fizedat 43%  Secured, assigned receivables iy
P1000 padlticm
e L T G ORI Eized ar 4.5% Ung=oared 18

E 1700,000,000 E 770,000,000

Loans payable amounting to P170.0 million was paid in 2017 before its maturity in
2018; hence the nil balance as of December 31, 2017,

Interest expense on interest-beadng loans amounted to P77.3 million and

P20.9 million in 2017 and 2016, respectively, and is presented as part of Finance Costs
under Project Costs account in the statements of comprehensive income (see Note 13,




1. OTHER LIABILITIES

This account inchides the following:

2017 2016
Beneficaty program and
suppott trust fund (BPSTF) P 715,747,780 P 622551800
Staff benevolent fmd 203,949,400 173,294,500
Accroed expenses 212,500,641 159,676,170
Accounts payable 70,566,770 63,704,737

BL202,764,591 E1.021.227.207

EPSTF represents 0.5% of every proncipal 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 2
membet, provide assistance o 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, Furthermore, BPSF contdbutions are being utilized by the Foundation for
its numerous corpomte social responsibility actvites that are conducted natonwide
like uncontrollable crcumstances, such as typhoon, flood, fire and earthquakes,

Each new group member of the Foundation is required to congibute P50 as group
members’ contribudon to the BFSTF Fund. The contributions form part of the
BPSTF as addigonal fund for health-care program, death benefit, hospitalization
benefit, scholarship to the children of the qualified members, and provision for
distribution of relief poods and other livelihood support intervention in time of
calamities such as typhoons, fires, earthquakes and foods.

Staff benevolent fund incudes amounts set aside for employee hospitalization,
employee death aid, and employee welfare and benefirs,

Accrued expenses include aconrals for varicus expenses for the operations of the
Foundation such as light and water, postage and telephone, trave] and reimbursable
expenses and repairs and maintenance,
Accounts payable inclade pross receipts and withhaolding taxes payable, and unclaimed
beoefits of resipned personnel during the reporting periods.

12. OTHER REVENUES

This scconnt includes the following:

Motes 2017 2016
Service charpes on
employee loans 7.2 P 1710,223 P 7,759,090
Interest income from bank deposits 6 5312714 2,970,563
Craln from tecovery of
wrrirten-off accounts ___1.44B.565 745 4462

E_ 23862502 P 11475113




13. OPERATING EXPENSES

The details of operating expenses by nature are shown below.

Motes 2017 2016

Employee benefits 141,15 P L97,017,085 P 1437532021
Travel and transportation 441,617,600 342,381 989
Imnpairment loss 7.1 286,680,802 67,830,135 .
Office rental 18 131,951,751 102,224 478
Taxes and licenses 21140 128,515,011 202 968 46
Fepairs and malarenance 114,674,574 &0 189039
Finance costs 10, 14.2 97,567,505 40,019,315
Office supplies and reproducdon 74,538,772 50,489 454
Staff development and

conference 62,418,025 92,531,751
Postage and telephone 54,002,444 40,989 795
Depreciaton and amordzation a 49,031,867 39 0534 546
Light and water 34,326,852 27,773,992
Professional fees 32,078,607 7674 886
Grants and donations 22 547,650 32052 046

Mscellaneous

— 24555707 __ 16470.93]
PA471523.258 B 2O80 380820

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

as follows:
207 2016

Project costs P2,901,495,509 P 2071,110,773
General and adminisgrative

expenses _ 570027743 __ 518273052

B3,4791,525,252 B 2580 383825
Project costs are broken down as follows:
Dotes 2017 2016

Emplovee benefits 14.1,15  P1,654,677,115 P1,214,209.744
Travel and transportation 386,715,741 323,697,500
Impairment loss 7.1 286,680,802 67, 830,135
Oifice rental 18 131,249,751 101,522,478
Bepairs and maintenance 114,674,574 85,281,830
Finance costs 10, 14.2 91,479,275 40,019,315
Staff development and

conference 56,195,848 76,041,261
Office supplies and reproduction 45,228 442 46,640,107
Diepreciation and amortization & 38,772,986 27,002,851
Light and water 33,401,263 27,288,358
Postage and telephone 29,344,103 32,516,862
Taxes and licenses 211/ 20,268,824 15,910,600
Miscellaneous __ 15,806,785 12,159 743

F2,901,395,509 P2071.110773
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The details of general and administradve expenses are shown helow.

Naores 2017 2016
Employee benefits 141,15 P 262339970 P 223322277
Taxez and licenses 211 108,246,187 187,057 944
Travel and transportation 54,901,859 18,884,480
Professional fees 3,719,726 TA08,268
Crfice supplies and reproducton 23,310,330 3,849,347
Postage and telephone 24,658,341 847293
Grants and donatons 22,547,650 32 052 546
Depreciation and amornzadon B 13,258 881 11,961,715
Staff development and
conference 6222177 15,590,454
Finance costs 10,142 6,088,230 3,046,915
Office rental 18 702,000 702,000
Repairs and maintenance - 3,007 200
Miscellaneous — 10032392 _ 2006,525
£ 570,027,743 E 518275052

14. EMPLOYEE BENEFITS
1.1 Salames and Employee Beoelits Expetise

Expenses recognized for salaties and other emplovee benefits are presented below,

Notgs 2017 2016
Salaries and wages P1551,133,898 P 1,100,797222
Post-employment benefits 14.2 192,371,900 189,617,596
5§55, HDMF,
Philhealth contributions 112,704,787 78,942,405
Staff benevolent fund ___ 60,806,500 59,174,800

13 PLO1Z0I7.088 E 14373533001

The amounts of employee benefits are allocated and reported n the statements of
comprehensive ncome a5 follows (see Note 13%

2017 2016
Project coses P1654,677,115 P 1,214,209,744
General and administeative expenses 262339970 2233522077

ELATZ085 EB1.437.532.001
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M.2 Post-employmenr Defined Benefit Plan
fa}  Characteristics of the Defined Benefit Plan

The Foundation maintzing an unfunded and aoncontributory post-employment
defined benefit plan covering all regular full-time employees. The Foundation
does not have a formal, custeed retirement plan,

In 2017, the anticipated retirement benefit set by management increased
from 150% to 175% of the plan member's final monthly basic salary pay per
year of service. Benefits are to be paid in lump sum, upon retirement or
sepacation.

(b} Explanation of Amvenis Presenisd in the Financial Statemenzs

Actuarial valuations are made annually to update the post-employment benefie
costs and obbgagon. All amounts presented below and in the succeeding pages
are based on the actuarial valuation report obtained from an independent actum:y
in 2017 and 2016.

The movements in the present value of the post-employment defined benefir
obligation recognized in the statements of financial position are as follows:

2017 2016
Balance at beginning of year P 34100 P 207273100
Current gervice cost 104,654,120 63,880,947
Past service cast 87,717,780 125,736,649
Interest expenae 20,294,100 10,156,382
Remeasurements - aceuartal losses
(eping) atising from changes im:
Experience adjuatinents 54,372,545 | 17,160,213)
Financial assumpticns { 0228045y [ 10,210,387
Benefits paid - (2462378
Balance at end of year P__ 614024600 P 377214100

The components of amounts recognized mn profit or loss and in other
comprehensive income in respect of the post-employment defined benefit plan are

as follows:
2017 2016
Rsparted fn profit or dasr:
Past service cost P 87,117,780 P 125,736,640
Current service ¢ost 104,654,120 63 BRO 047
Initerest expense — 20204300 10,156,382
P 212666000 P __ 100773978
Egporied in otber comprabensive fncome (lorsh:

Aecmarial lasses {grins) adsing
from changes in:
Experience adjuatments P 371548 (P 17,160,213
Finaneial assumptions (_ M.228.045) (10210387

E__ 2414400 (E___ 27370.600)
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M4.2 Post-employment Defined Benefir Plan
fg)  Charadtertsiie of the Deffned Bengfit Flan

The Foundation maintains an unfunded and noacontdbutory post-employment
defined benefit plan covering all regular full-time employees. The Foundation
does not have a formal, trusteed retitement plan.

In 2017, the anticipated retirement benefit set by management increased
from 150% to 175% of the plan member's Gnal monthly basic salary pay per
year of service. Benefits are to be paid in lump sum, upon retirement or
sEparation.

(b)  Explanation of Amoants Prejented in the Financial Siatements

Actuarial valuations are made annually to update the post-employment benefit
costs and obligation. All amounts presented below and in the succeeding pages
are bazed on the actuadal valuatien report obtained from an independent ‘B.I.Tl'l.ij'
in 2017 and 2016

The movements in the present value of the Pcrst—cmpln}rmmt defined henefic
obligation recognized in the statements of Gnancial positon are as follows:

27 2016
Balance at beginning of pear PO P 207,273,100
Current service cost 104,654,120 63 880,947
Past service cost BT, 717,780 125,736,640
Interest expense 20,294 1040 10,156,382
Femeasitements - actuasal logzes
{gains} ansing from chanpges in:
Expedence adjustments MATEHME [ 17,160,213}
Financial assumptions { 30,228,045, | 10,210,287
Benefits paid - { 2462378
Balance at end of year P_sl4.024600 P 3TV 214 300

The components of amounts recognized in profit or loss and in other
comprehensive income in respect of the post-cmployment defined benefit plan are

a8 follows:
2017 2016
Beporeed in profis or i
Paat service cost P EL,717,780 P 125,736,649
Current service cost 104,654,120 63,080,947
Interest expense 20,294,100 10,156,382

E_212666,000 P 109773578

Beported in other comprebenive ivcome (Tl
Actuaral losses (gans) arsing

from changes in:
Expedence adjustments P 54312,545 (P 17,160,213}
Fmancal assumpaons (30228045 10210 38T

E 24144500 (E__27.570.600)




f&/

- 27

Retrement benefit expense 13 allocated and presented in the statements of
comprehensive income wnder the following classification:

2017 2016

Project coss P 13660330 P 129310301
(zerera] and administrative expenszes — STMLSM ____ E0JOE 303

E_192371.00 E__IR3617.306
The interest expenze on the obligation is included as part of Finance Costs

under the Project Costs account in the statements of comprehensive income
(zsee MNote 13).

Ameunts recogized in other comprehensive income ot loss were included
within itemn that will not be reclassified subsequently to profit or loss.

In determining the amounts of the post-employment defined benefit
obligation, the following significant actuarial assumptons were used;

2017 2016
Discount rates B.7E% 5.38%:
Expected rate of salary increases 12.0% 12.0%

Assumptons regarding future mortality are based on published statstics and
mortality tables. The average rernaining worldng lives of an individual retiring at
the age of 60 is 34 for both males and females. These azsumptions were
developed by management with the assistance of an independent actuary.
Dnscount factors are determined close to the end of each reporting period by
reference to the interest rates of a Zero coupon government bond with terms to
maturity approximating to the terms of the post-employtnent obligation. Other
assumptons are based on current acruadal benchmarks and manag:m:nr’s
histodcal experience.

O itfrmaiion

The information on the sensiovity a.ualj-sis for certain sipnificant actuarial
assumptinns and the tming and uncertainty of futare cash flows related to the
tetiremnent plan are descrbed in the succeeding page.




(|l  Semidtieity Analyss

The following table summarizes the effects of changes in the significant
acmaral assumptions used in the determination of the post-employment
defined benefit obligation as of December 31, 2017 and 2{1 6:

Impact on Post-employment Defined

Change in Increase in Decrease in

_Assumption . _Assumphion  _ Assumption

December 31, 2017
DHscount mte + /= 1.0% {F 146,037,607) P 196,630,276
Salary growth rate +/- 1.0% 183,482,873 (  140,814,486)
Degcember 31, 2016
Discount eate +/1.0% (P 20550,088) B 32798501
Salary prowth rate +#-1.0% 26,947,103 | 26,068777) "

The above sensitivity analysis is based on a change in an assumption while
holding all other assumptions constant. This analysiz may not be representative
of the actual change in the post-employment defined benefit oblipaton as it is
unlikely that the change in assurmptions would ccour in isclation of one another
as some of the assumptions may be correlated. Furthermore, in presendng the
above sensiovicy analysis, the present value of the post-employment defined
benefit obligaton at the end of the reporting period has been calculated using
the projected unit ceedit method, which is the same as that applied in caloulating
the post-employment defined benefit obligation recognized in the statement of
financial positdon,

The methods and types of assumptions used in preparing the sensitivity analysis
did not change compared to the previous years.

(%) Frending Arrangements and Expected Contribrifon

At the end of the reporting period, the Foundation has not yet established its
funding plan for post-employment defined benefit obligation. While there are
no minimum funding requirements in the country, the size of the underfunding
iy pose 2 cash flow nsk in ahout ten years’ ime when a sipnificant number of
employees is expected to retire

Within 10 years, the Foundation's undiscounted expected benefit payments from
the plan amount to P17.6 million and P11 4 million ar the end of 2017 and 2016
respecovely,

As of December 31, 2017 and 2016, the weighted average duration of the
post-employment defined benefit obligadon at the end of the reporting period is
BIX years.
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RELATED PARTY TRANSACTIONS

The Foundation’s related party includes its key management personnel and the son of
the president.

The compensation given to key management personnel in the form of short-teom
benefits amoumnted to P50.9 million and P50.4 million in 2017 and 2016, respectively;
while post-employment benefits amounted ro P32.6 million and P23.9 million n 2017
and 2016, respectively and is presented as part of Employee benefits account under
Opetadng Expenses in the statements of comprehensive income (see Note 13},

In 2016, the Foundaoon entered into a software implementation conteact with

Me. Meheds Tarafder, Chief Execuove Officer of Jyosna Inc. and son of the president
of the Foundation, for the development of a sofrware needed by the Foundadon to
achieve full automaoon of its operaton at its branch level, which include client
management, loan tracking and collection of multdple loan services, reporting and
consolidation of Finandal Information System at central level, The Informadon
Technelogy expenses amounted to P14.2 million and P12.0 million in 2017 and 2016,
respectively and is presented as part of Repairs and Maingenance account under
Opemting Expenses in the statements of comprehensive income [see Note 13).

TAXATION COVERAGE AND EXEMPTIONS

The Foundation is a nonstock, nonprofit corporation and the prmary purpose of
which 15 cne of those enumerated in Secdon 30 of the Tax Reform Act of 1997

(R.A. Mo, 8424}, No part of the excess of revenues over expenses of the Foundadon
nuees to the benefic of any of its members, employees, key officers ot board of
trustees. The trustees do not receive any compensation, except for inconsequental
honoradum to defray costs incurred in attending board meetings. In case of
dissclution, the assets of the Foundation shall be transferred to a simular imsdtution or
to the government, in the absence of the former. However, despite its tax exempt
status, the Foundation received income tax assessments amountdng to-P101.7 million
and P121.3 million pertaining to taxable years 2015 and 2014, which were setiled in
full in 2016 and 2015, respectvely.

O MNovember 3, 2015, R.A, No, 10693 otherwise known as the “Mioufinane NGO
A (the Act) was signed into law. The Act provides that duly registered and
microfnance NGOs shall be eligible to the preferential tax westment of two percent
{2%%) based on its gross receipts from mictofinance operations in lieu of all natonal
taxes. In 2017 and 2016, the Foundaton paid gross receipts tax (GRT) amounting to
P95.0 million and PE0.7 million, respectively, [see Note 21.1(f]]. Moreover, income
derived by the Foundation from its propertes, real or personal, or from any of irs
activities not covered by the exemption or acdvites conducred for profic regardless of
the disposition made of such income, is subject to tax,

FUND MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Foundanon's capital management objectives are to penerate funds to expand its
microfinance operagons by collecdnp service fees at rates commensuarate to the level
of dsk, to fadlitate the convergence and provision of other social services to the poot,
and to ensure the Foundation's sustainability to continue as 2 poing concern,




P i

The Foundation monitors funds on the hasis of the ca:rlpiug amount of the fimd
balance as 'P.I!I:EI:I:IIEd in the statrments of financial Pnsiﬁn-n.

The Fonmdaton sets the amenmt of fund in proportion to its overall inancing
structure, Le., fund balance and loans from third parties. The Foundation manages the
fund structure and makes adjustments to it in the light of changes in economie
conditicns and the sk charactedstics of the underlying asscts.

2017 2016
Total loans from third parties PL700,000,000 F 770,000 000
Total fund balance 3,648,664,914  2,253640.787
Exrernal loans-to-fund rado 0470100 034100

The Foundation has saosfactonly complied with its covenant oblipagons related to 13
wterest-beannp loans as of the end of each reporting periods as discussed mn Note 10.

COMMITMENTS AND CONTINGENCIES
18.1 Operating Lease Commitments — Foundation as Lessee

The Foundation has operatng lease apreements covering various office spaces
occupied by the Foundaton and its beanches for a pedod of six months to two years.
The lease agreements requite the Foundation to pay rental deposits,. Ourstanding
renral deposics as of December 31, 2017 and 2016 amounted to P27.2 million and
P21.4 million, respectvely, and are shown sz Renml Deposies in the statements of
financial posigon.

As of December 31, 2017 and 2016, funue minimoam lease payments under these
non-cancellable operating leases within one year amouanted to P132.0 million and
FP79.6 million, respectively.

Rent expense recojnized telated to these operating leases amounted to P132.0 million
in 2017 and P102.2 million in 2016, which are allocated to both Project Costs and
General and Administradive Expenses under Operating Expenses account in
starements of comprehensive income (see Note 13).

182 hhers

There are other commimments and contngencies that agse in the normal course of the
Foundation’s operations which are not reflected in the financial statements. As of
December 31, 2017 and 2016, management is of the opinion that losses, if any, that
may arise from these commitments and contmgendies will not have a material effect
on the Foundarden's financial statements,
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19, EVENT AFTER THE END OF THE REPORTING PERIOD
On January 10, 2018, the Foundation has drawn the last tranche amountng to
P500.0 million from the Apreement (see Note 10}

20. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING
ACTIVITIES

Presented below is the tecopnolation of the Foundaton's loans Pl}fibll: E.'Ei.'i]-IIE from the
cash flows from financing activities (see Note 10).

Balance at Jaouary 1, 2017 P 770,000,000
Additional loans payable 1,700,000,000
Bepayments of loans payable {___770,000,000
Balance at Decernber 31, 2017 P 1, 700,000,000

Management bas not disclosed comparative fgures as allowed by the tansitonal
provisions.

21 SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF
INTERNNAL REVENUE

Presented below and in the succeeding pages are the supplementary information
which is required by the Bureau of Intermnal Revenue (BIR) under its existing revenue
tepulations to be disclosed as part of the notes to Anancial stacemenes. This
supplementary information is not 4 teguired disclosure under PFRS. All information
ate presented in their absolute amounts,

211 Regoircmenis under Revenve Regulations (RE) No. 15-2010

The infommation on taxes, duties and license fees paid or accrued dunng the taxable
year redquired noder RR Mo, 15-2010 are as follows:

fa) Owrpnr Viake-added Taxe (14T
The Foundation has not incurred any output tax liability for the year ended

December 31, 2017 as it has no revenue transactons subject to VAT
(see Mote 16).

b Inpwt 17AT

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 assets since it would
not be recovered from setting-off with any oucput tax Bability in the furure,




fe) Documentary Samp Tax
The Foundstion paid documentary stamp tax (DST) in 2017 amounting to
P8, 710,768, which 15 related to the several Inans originated dutng the year
[see Note 21.14]).

fd) Tacces on Imporiation

The Foundation did not incur or pay any customs’ duties and rariff fees as it did
not have any importation for the year ended December 31, 2017,

fe]l Excise Tax

The Foundation did not have any transactions in 2017, which are subject to excise
tax,

(it Tcer end Licenizs

The derails of Taxes and Licenses acconne in 2017 ate shown below,

MNoges
GRT 16 P 99014825
Licenses and permits 18,496,538
DST 2117 B, 710,769
Local taxes 1,763,658
Real estate taxes ____Eaoen)

E 128515011

The amounts of taxes and licenses are allocated and presented in the 2017
statement of comprehensive income as follows (see Note 13):

General and administrative expenses F '11]E.,E4|5,.1ET
Project costs |
128215011

@) Withbolding Tasces

The details of total withholding taxes for the year ended December 31, 2017
are shown below.

Compensation and cmploves benefits P 50955771
Expanded 16,248 328
E__67.204000

The Feundation has no transacions subject to Enal withholding taxes during the
year.

e — o

o p———

e
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212 Requirements under RR Ne. 19-2011

RE No. 19-2011 requires schedules of taxable revenues and other non-operting
income, coats of sales and services, itemized deductons and other significant tax
information, to be disclosed in the notes to financial statetnents,

‘The amounts of taxable revenues and income, and deductible costs and expenses
presented below are based on relevant tax regularions issued by the BIR, hence, may
oot be the same as the amounts reflected in the 2017 statement of comprehensive
INCOMme,

fa) Exempt Revenwes

The Foundadon's exempt revenues for the year ended December 31, 2017
amounted 1o P4,866,829 377 persining to service fees.

(8) Eempt Non-gperating and Otber Income

The composition of the Foundation’s exempt non-opetating and other income for
the year ended December 31, 2017 is presented below.

Service charges on employee loans Pooo17,001,223

Gain from recovery of
written-off accounts 1,448,360
E___ 18540788

fe)  MNow-deduciible Expenres

The details of the Foundation’s itemized deductions under exempt transactions for
the year ended December 31, 2017 are as follows:

Emplovee benefits P 1,917,017,085
Travel and wanspormton 441,617,600
Impairment losses 286,680,802 -
Office rental 131,951,751
Taxes and licenses 128,515,011
Repairs and maintenance 114,674 574
Interest on borrowed funds 07,567,505
Office supplies and reproducton 74,538,772
Staff development and conference 62,418,025
Postape and telephone 54,002 444
Dieprecation and amortization 45,031,867 '
Light and water 34,325,852
Professional fees 32,078,607
Grants and donations 22 347 650
Entertainment, amusement and
fecreaton 174 B17
Association dues 1100429
hliscellanecus 23,271 461

P 3471525252



P&A
Grant Thornton

An instinct for growth

Report of Independent Auditors TR EA R S,
to Accompany Supplementary i Entarins Gontar
Information Required by the Philippine v cry
Securities and Exchange Commission

Filed Separately from the Basic

Financial Statements

T+63 2 P8A 22RA

The Board of Trustees

AS3A Philippines Foundation, Ine. (A Microfinanca NGO)
(A Nonstock, Nonproflt Organization)

18" Floor Prestige Tower, F. Ortigas Jr. Streat

Origas Center, Pasig Gity
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