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< am % ASA Philippines Foundation

Ws ;{ For The Poor With Heartfelt Dedication

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE
NGO), 15 responsible for the preparatdon and fair presentation of the financal statements,
including the schedules attached thervin, for the years ended Diecember 31, 2017 and 2018 in
accordance wirth the prescnbed finanaal reporting framework indicated theren, and for such
internal conwol as management determmnes Is necessary 1o enable the preparanon of financal
statements that are free from matedal misstatement, whether due o fraud or error.

In preparing the finanaal statements, management is responsible for assessing the Foundanon’s
ahility 10 connnue as a going concern; disclosing, as applicable, matters related 1o going concern
and using the going concern basis of accounnng unless management either intends w liguidate the
Foundaton or 1o cease operatons, or has no realisnc alrernanve ro do so.

The Board of Trustees is responsible {or overseeing the Foundarion’s fimancial reporing process.

The Board of Trustees reviews and approves the financial statements, mcluding the schedules
attached theroin; and submits the same to the members.

P&A Grant Thomton, the mdependent auditors appointed by the members, has audited the
financial starements of the Foundation in accordance with Phibppine Standards on Audiung, and
i their tepoit 1o the members, have expressed their oprion on the fairness of presentaton upon
completion of such audit.

KAMRIUL FLORINDA M. LACANLALAY
President & CEO Treasurer

QL

EDOWARD'S. GO
Chairtnan

15th Floor Prestige Tower F. Ortigas Jr. Road Ortigas Center Pasig City 1605, Philippines

Phane: +(632) 6877558 Telefax: +(632) 6311107 Website: www.asaphil.org
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Report of Independent Auditors

The Board of Trustees

ASA Philippines Foundation, Inc. (A Microfinance NGO)
(A Nonstock, Nonprofit Organization)

15" Floor Prestige Tower, F. Ortigas Jr. Street

Ortigas Center, Pasig City

Report on the Audit of the Financial Statements

Punongbayon & Araulle
20th Floor, Towar 1

The Enterprise Center
6764 Ayolo dvenue

1200 Makati City
Fhilippinas

T +43 2 988 2288
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Opinion

statements, including a summary of significant accounting policies.

Financial Reperting Standards (PFRS).

Basis for Opinion

apinion.

We have audited the financial statements of ASA Philippines Foundation, Inc. (A Microfinance
NGO) [the Foundation], which comprise the statements of financial position as at December 31,
2019 and 2018, and the statements of comprehensive income, statements of changes in fund
balance and statements of cash flows for the years then ended, and notes to the financial

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Foundation as at December 31, 2019 and 2018, and its financial
performance and its cash flows for the years then ended in accordance with Philippine

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

Certifled Public Accountants -
Pungngboyon & Arautle [PE4] is the Philippine mambaer firm of Grant Thormton International Lid

Orffices in Covite, Ceka, Davoo
BOASPRC Can of Rag. Ne. DOD2
SEC Accreditotion Mo, 0002-FR-5

grantthornton.com.ph
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

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

Those charged with governance are responsibie for overseeing the Foundation's financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

RUREAU OF INTERNAL REVENUE
LARGE TAXPAYERS SERVICE
LARGE TAXPAYERS ASSISTANCE DIVSION

Pate | JUN 04 2020
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» Conclude on the appropriateness of management's use of the going concamn basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Foundation's
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Foundation to cease to continue as a
going concemn,

* Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in 2 manner that achieves fair presentation.

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

Report on Other Legal and Regulatory Requirements

Our audits were conducted for the purpose of forming an opinicn on the basic financial
statements taken as a whole. The supplementary information for the year ended December 31,
2018 required by the Bureau of Internal Revenue as disciosed in Note 18 to the financial
statements is presented for purposes of additional analysis and is not a required part of the
basic financial statements prepared in accordance with PFRS. Such supplementary
information is the responsibility of management. The supplementary information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

PUNONGBAYAN & ARAULLO| BUREAU OF INTEANAL AT VERD
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)

(A Nonstock, Nonprofit Organization
STATEMENTS OF FINANCI
DECEMBER 31, 2019
{Amounts in Philippine Py
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Notes
ASSETS

CASH &
LOANS RECEIVABLE - Net 7
OTHER RECEIVABLES 7
PROPERTY AND EQUIPMENT - Net &
RENTAL DEPOSITS 18
TOTAL ASSETS

LIABILITIES AND FUND BALANCE
MICROSAVINGS 9
LOANS PAYABLE 10
POST-EMPLOYMENT DEFINED

BENEFIT OBLIGATION 14
OTHER LIABILITIES 11
TOTAL LIABILITIES
FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

See Notes to Financial Smmmem{. i

=

P 2,505,240,804 P 1689187884
20,474,216,174 16,777,082.727
34,726,117 114,789,788
163,059,600 153,651,550
37,973,672 34,593,987

P 23215216367 P 18769305936

P 10,749,015,640

P 8858153759

1,219,000,000 1,934,000,000
1,426,727,200 637,965,900
756,540,586 1,004,550 958
14,151,283,426 12,434 670,617
9,063,932,941 6,334,635,319

P 23215216367 P 1B,769.305936

BUREAU OF INTERMNAL REVENUE
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JUN 04 2020
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)

(A Nonstock, Nonprofit Organizaton)
STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018

{(Amounts in Philippine Pesos)
Nores 2019 2018
REVENUES
Service fees 7 P 8340404691 P 6,562,365.753
Other revenues 6, 7,12 114,349,732 02,830,131
8,454,754,423 6,655,195,884
EXPENSES 13
Project costs 4,177,229 718 3,445,853,793
General and administrative expenses 934,571,683 634,095,586
5,111,801,401 4,079,949 379
EXCESS OF REVENUES OVER EXPENSES 3,342,953,022 2,575,246,505
OTHER COMPREHENSIVE INCOME (LOSS)
Item that will not be reclassified
subsequendy to profit or loss
Remeasurement of post-employment
defined benefit plan 14 613,655,400 ) 110,723,900
TOTAL COMPREHENSIVE INCOME P 2,729,297,622 P 2,685,970,405

See Notes ro Financial Statements.

BUREAU OF INTERNAL REVENUE
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)
(A Nonstock, Nonprofit Organization)
STATEMENTS OF CHANGES IN FUND BALANCE
FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018

(Amounts in Philippine Pesos)
Notes 2019 2018
GRANTS AND CONTRIBUTIONS 2 F 41,360,000 P 41,360,000
CUMULATIVE RESULTS
OF OPERATIONS
Balance at beginning of year 6,206,891,419 3,631,644.914
Excess of revenues over expenses
during the year 3,342,953,022 2,575,246,505
Balance at end of year 0,549,844 441 6,206,801 419
REMEASUREMENT OF
POST-EMPLOYMENT DEFINED
BENEFIT PLAN
Balance at beginning of year B6,383,900 | 24,340,000 )
Other comprehensive income (loss) 12 ( 613,655,400 ) 110,723,900
Balance at end of year { 527,271,500 ) 86,383,900
TOTAL FUND BALANCE P 9063932941 P 6334635319

See Nortes to Financial Statements.

BUREAU OF INTERNAL REVEN
LARGE TAXPAYERS SEHWCEm
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)

{4 Nonstock, Nonprofir Organization)
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMEBER 31, 2019 and 2018
{Amouanrs in Philippine Pesos)

2019

2018

CASH FLOWS FROM OPERATING ACTIVITIES
Excess of revenues over expenses before final raxes
Adustments for;

Impairment loss
Interest expense
Depreciation and amortizaton
Interest income fram bank deposits
Excess of revenues over expenses before working eapital changes:
Increase in loans recervable
Diecrease in other recetvables
Increase in rental deposits
Increase in microsavings
Increase in post-employment defined benefit obligadon
Decrease in other liabiliries
Cash genersted from operztons
Interest received
Cash paid for final taxes

Net Cash From Opersting Activities

CASH FLOWS USED IN AN INVESTING ACTIVITY
Acquisitions of property and equipment

i

CASH FLOWS FROM FINANCING ACTIVITIES
Repayments of loans

Interest paid
Proceeds from loan availments

Ner Cash From (Used in) Financing Activities
NET INCREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

T.13
10, 13, 14
B 13
612

10

(

Sec Notes to Financial Statements.

P 3,342,953,022

2,575,246,505

475,323,030 350,464 480
128,090,018 146,944,016
63,166,146 55,856,492
34.281,381) ( 15,609,356
3,975,250,835 3,112.902,157
4,165,600,201 ) { 4356329324
80,063,671 60812988
3,379,685) ( 7,343,157
1,890,861,881 2,082.976,950
127,577,445 09,358 B46
246,094,969 ) | 200,238,769 )
1,658,678,977 792,137,669
34,251,381 15,609,356
6,856,276 ) | 3,121,871
1,686,104,082 BO4.625.154
72,574,196 ) | 75,007,842)
715,000,000 3 | 476,000,000 3
82,476,966 ) ( 109,612,526 )
- 710,000,000
797,476,966 ) 124,387,474
16,052,920 854,004,786
1,689,187,854 B35,183,098
P 2505240804 P 1,6R9,1878E4

Date

REAU OF INTERNAL REVENUE
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ASA PHILIPPINES FOUNDATION, INC. (A MICROFINANCE NGO)
(4 Nonstock, Noaprofit Organization)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018
(Amounts in Philippine Pesos)

GENERAL INFORMATION
11 Fopundadon Information

ASA Philippines Foundation, Inc. (A Microfinance NGO) [the Foundation or ASA]
was incorporated in the Philippines as 2 nonstock, nonprofit organization and
registered with the Philippine Securities and Exchange Commission (SEC) on July 9,
2004. Its primary purpose is to provide access to economic and finandal faciliries,
social and other developmental opportunities to the disadvantaged sectors including the
small, cottage and micro-entrepreneurial poor of the community to fight against
poverty, empowenng them through self-employment and economic upliftment, so they
may live with dignity, and to conduct microfinance operations pursuant to Republic Act
(R.A.) No. 8425, Sodal Reform and Poverty Alleviation Act.

The ASA Program provides:

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

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

(/) Business development services for the members to improve efficiency and
effectiveness in enterprise management.

As of December 31, 2019 and 2018, the Foundation has 1,654 and 1,150 branches,
respectively, covering 82 provinces in the Philippines. The Foundation has established
foothold in TLuzon, Visayas and Mindanao, as it operates 842, 421 and 391 branches
therein, respectvely.

The Foundaton's registered head office, which is also its prncipal place of business, is
located at 15% Floor Prestige Tower, F. Ortigas |z. Street, Ortigas Center, Pasig City.

1.2 Approval of Financial Statements

The financial statements of the Foundation as of and for the year ended December 31,
2019 (including the comparative financial statements as of and for the year ended
December 31, 2018) were authorized for issue by the Foundation’s Board of Trustees
(BOT) on March 4, 2020.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

2.1 Basis of Preparation of Financial Statements

(@) Statement of Compliance with Philippine Financial Reporting Standards

(&)

(5)

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

The financial statements have been prepared using the measurement bases specified
by PERS for each type of asset, liability, income and expense. The measurement
bases are more fully described in the accounnng policies that follow.

Presentation of Finandal Statements

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

The Foundation presents a third statement of financial position as at the beginning
of the preceding period when it applies an accounting policy retrospectively, or
makes a retrospective restatement or reclassification of items that has a material
effect on the information in the statement of financial position at the beginning of
the preceding period. The related notes to the third statement of financial position
are not required to be disclosed.

Functional and Presentation Currency

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

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

(a) Effective in 2019 that are Relevant 1o the Foundation

The Foundation adopted for the first time the following PFRS, amendments, and
annual improvements to PFRS, which are mandatorily effective for annual periods
beginning on or after January 1, 2019:

PAS 19 (Amendments) : Employee Benefits — Plan Amendment,
Curtailment or Settlement

PFRS 9 (Amendments) :  Financial Instruments — Prepayment
Features with Negative Compensation

PFRS 16 i Leases

Annual Improvements to
PFRS (2015-2017 Cycle)
PFRS 23 (Amendments) : Borrowing Costs — Eligibility for
Capitalization

Discussed below and in the succeeding pages are the relevant information about
these pronouncements.

(i)

(1)

PAS 19 (Amendments}, Employes Benefits — Plan Amendmens, Curtasiment or
Settlement. The amendments clarify that past service cost and gain or loss on
settlement is calculated by measuring the net defined benefit liability or asset
using updated actuarial assumptions and comparing the benefits offered and
plan assets before and afrer the plan amendment, curtailment or settlement but
ignoring the effect of the asset ceiling that may arise when the defined benefit
plan is in a surplus position. Further, the amendments now require that if an
entity remeasures its net defined benefit liability or asset after a plan
amendment, curtailment or settlement, it should also use updated actuarial
assumptions to determine current service cost and net interest for the
remainder of the annual reporting period after the change to the plan. The
applicaton of these amendments had no significant impact on the
Foundation’s financial statements.

PFRS 9 (Amendments), Financal Instruments — Prepayment Features with Negative
Compensation. The amendments clarify that prepayment features with negative
compensation attached to financial assets may still qualify under the “solely
payments of principal and interests” (SPPI) test. As such, the financial assets
containing prepayment features with negative compensation may still be
classified at amortized cost or at fair value through other comprehensive
mncome (FVOCI). The application of these amendments had no significant
impact on the Foundadon’s financial statements.
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(u) PFRS 16, Leares. The new standard replaced PAS 17, Leases, and its related
interpretation, International Financial Reporting Interpretations Committee
(IFRIC) 4, Determining Whether an _Arrangement Contains a Lease, Standard
Interpretations Committee (SIC) 15, Operating Leases — Incentives and SIC 27,
Esaluating the Substance of Transactions Involving the Legal Form of a Lease. For
lessees, it requires an entity to account for leases “on-balance sheet” by
recognizing a “right-of-use™ asset and lease liability arising from contract that
is, or contains, a lease. For lessors, the definitions of the type of lease
(Le., finance and operating leases) and the supporting indicators of a finance
lease are substanually the same with the provisions under PAS 17. In addition,
basic accounting mechanics are also similar but with some different or more
explicit guidance related to variable payments, sub-leases, lease modifications,
the treatment of initial direct costs and lessor disclosures.

The Foundation has adopted PFRS 16, which did not result in any adjustment
as at January 1, 2019. The Foundaton has opted to account for its leases,
which are short-term and/or low-value in narure, as operating lease using the
optional exemption to not recognize right-of-use assets and account for its
lease expense on a straight-line basis over the remaining lease term.

The new accounting policies of the Foundation as a lessee are disclosed in
Note 2.10(a).

(v) Annual Improvements to PFRS 2013-2017 Cycle (effective from January 1,
2019). PAS 23 (Amendments), Borrowing Costs — Ekigibility for Capitalization is
determined to be relevant to the Foundation but had no material impact on the
Foundation’s financial statements as this amendment merely clarify that any
specific borrowing which remains outstanding after the related qualifying asset
1s ready for its intended purpose, such borrowing will then form part of the
entity’s general borrowings when calculating the capitalization rate for
capitalization purposes.

(b) Effective in 2019 but are not Relevant o the Foundation

The following amendments, interpretations, and annual improvements to existing
standards are mandarorily effective for annual periods beginning on or after
January 1, 2019 but are not relevant to the Foundation’s financial statements:

PAS 2B (Amendments) : Investment in Associates and Joint
Ventures — Long-term Interests in
Associates and Joint Venrtures
IFRIC 23 :  Uncermainty over Income Tax Treatments
Annual Improvements to
PFRS (2015-2017 Cycle)
PAS 12 (Amendments) : Income Taxes — Tax Consequences of
Dividends
PFRS 3and 11
{Amendments) :  Business Combinations and Joint
Arrangements — Remeasurement of
Previously Held Interests n Joint
Operation
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Effective Subsequent to 2019 but not Adopted Early

There are amendments to existing standards effective for annual periods
subsequent to 2019, which are adopted by the FRSC. Management will adopt the
following relevant pronouncements in accordance with their transitional
provisions; and, unless otherwise stated, none of these are expected to have
significant impact on the Foundaton’s financial statements:

@

(1)

PAS 1 (Amendments), Presentation of Financial Statements and PAS 8
(Amendments), Accounting Policies, Changes in Accounting Estimates and

Errors — Definition of Material (effective from January 1, 2020). The amendments
provide a clearer definition of ‘material’ in PAS 1 by including the concept of
‘obscuring’ material information with immaterial information as part of the
new definition, and clarifying the assessment threshold (Le., misstatement of
information is matenal if it could reasonably be expected to influence decisions
made by primary users, which consider the characteristic of those users as well
as the entity’s own circumstances). The definition of materal in PAS 8 has
been accordingly replaced by reference to the new definition in PAS 1. In
addition, amendment has also been made in other Standards that contain
definition of material or refer to the term ‘materal’ to ensure consistency.

Revised Conceptual Framework for Financial Reporting (effective from
January 1, 2020). The revised conceprual framework will be used in
standard-setting decisions with immediate effect. Key changes include

(2) increasing the prominence of stewardship in the objective of financial
reporting, (b) reinstating prudence as a component of neutrality, (c) defining 2
reporung entity, which may be a legal entity, or a portion of an entity,

(d) revising the definitions of an asset and a liability, (e) removing the
probability threshold for recognition and adding guidance on derecognition,
(f) adding guidance on different measurement basis, and, (g) stating that profit
or loss is the primary performance indicator and that, in principle, income and
expenses in other comprehensive income should be recycled where this
enhances the relevance or faithful representation of the financial statements.

No changes will be made to any of the current accounting standards.
However, entities that rely on the framework in determining their accounting
policies for transactions, events or conditions that are not otherwise dealt
with under the accounting standards will need to apply the revised
framework from January 1, 2020. These entities will need to consider
whether their accounting policies are stll appropriate under the revised
framework.

2.3 Financial Assets

Financial assets are recognized when the Foundation becomes a party to the contracrual
terms of the financial instruments, For purposes of classifying financial assets, an
instrument is considered as an equity instrument if it is non-denvatve and meets the
definition of equity for the issuer in accordance with the criteria of PAS 32, Finanda/
Instruments: Presemtation. All other non-derivative financial instruments are treated as
debt instruments.
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(@) Classification, Measurement and Reclassification of Finandial Assets

Financial assets other than those designated and effective as hedging instruments
are classified into the following categonies: financial assets at amortized cost,
financial assets at FVOCI and financial assets at fair value through profit or loss
(FVIPL). The classification and measurement of financial assets is driven by the
Foundation’s business model for managing the financial assets and the contracrual
cash flow characteristics of the finandal assets,

Financial assets are measured at amortized cost if both of the following conditions
are met:

® the asset is held within the Foundation’s business model whose objective is 1o
hold financial assets in order to collect contractual cash flows (*hold to
collect™); and,

* the contractual terms of the instrument give rise, on specified dates, to cash
flows that are SPPI on the principal amount cutstanding.

All of the Foundation’s financial assets meet these criteria and are measured initially
at fair value plus transaction costs. These are subsequently measured at amortized
cost using the effective interest method, less allowance for expected credit lass
(ECL).

The Foundadon’s financial assets at amortized cost are presented in the statement of
financial posidon as Cash, Loans Receivable, Other Receivables and Rental Deposits.
Cash includes cash on hand and demand deposits, which generally earn interest at
daily bank deposit rates and are subject to insignificant changes in value.

Financial assets measured at amortized cost are included in current assets, except for
those with maturities greater than 12 months after the end of reporting period, which
are classified as non-current assets.

If applicable, the Foundation can only reclassify financial assets if the objective of
its business model for managing those financial assets changes. Accordingly, the
Foundation is required to reclassify financial assets: (i) from amortized cost to
FVTPL, if the objective of the business model changes so that the amortized cost
criteria are no longer met; and, (i) from FVTPL to amortized cost, if the objective
of the business model changes so that the amortized cost criteria start to be met and

the characterstic of the inscrument’s contractual cash flows meet the amortized cost

A change in the objective of the Foundation’s business model will take effect only at

the beginning of the next reporting period following the change in the business
model.



(b) Effective Interest Bate and Interest Incomse
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Interest income is recognized using the effective interest rate (EIR) method for all
financial instrument measured at amortzed cost. The EIR is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial
mstrument or, when appropnate, a shorter period, to the net carrying amount of the
financial asser.

Interest income from cash in banks is recognized as interest accrues taking into
account the effective vield of the asset.

The Foundation calculates interest income by applying the EIR to the gross carrying
amount of financial assets other than credit-impaired assets.

The Foundation recognizes services fees in profit or loss for the interest income on
all instruments measured at amortized cost using the effective interest method.
Unearned service charges are recognized during the month of disbursement and
subsequently, earned as revenue, based on the effective interest method of
accounting, as the loan is fully collected from the members.

The effective interest method is a method of calculating the amortized cost of a
financial asset or a financial liability and allocating the income over the relevant
period. The EIR is the rate that exactly discounts estimated future cash flows
through the expected useful life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset or financial liability. The
EIR is calculated by taking into account any discount or premium on acquisition, fees
and cost that are integral part of effective interest rate. Further, the Foundation
estimates cash flows by considering all contractual terms of the financial instruments.

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

For financial assets that have become credit-impaired subsequent to inidal
recognition, interest income is calculated by applying the EIR to the net carrying
amount of the financial assets (after deduction of the loss allowance). If the asset is
no longer credit-impaired, then the calculation of interest income reverts to the gross
basis. For financial assets that were credit-impaired on initial recognition, interest
income is calculated by applying a credir-adjusted EIR to the amortized cost of the
asset. The calculatdon of interest income does not revert to a gross basis, even if the
credit risk of the asset improves.

(¢} Impairment of Financial Assets

At the end of the reporting period, the Foundation assesses and recognizes allowance
for ECL on its financial assets measured at amortized cost. The measurement of
ECL mnvolves consideration of broader range of information that is available without
undue cost or effort at the reporting date about past events, current conditions,

and reasonable and supportable forecasts of future economic conditions

(Le., forward-looking information) that may affect the collectability of the future cash
flows of the financial assets. Measurement of the ECL is determined by a probability-
weighted estimate of credit losses over the expected life of the financial instruments
evaluated based on a range of possible cutcome (see Note 4.1).
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For financial assets measured at amortized cost, the allowance for credit losses is
based on the ECL associated with the probability of default of a financial
instrument in the next 12 months, unless there has been a significant increase in
credit risk (SICR) since the origination of the financial asset, in such case, a lifetime
ECL for a purchased or originated credit impaired, the allowance for credit losses is
based on the change in the ECL over the life of the asset. The Foundation
recognized a loss allowance for such losses at each reporting date.

The Foundation determines whether there has been a SICR for financial asset since
initia] recognition by comparing the risk of default occurring over the expected life
of the financial asset between the reporting date and the date of the initial
recognition, In making this assessment, the Foundation considers both quantitative
and qualitative information that may indicate an actual or expected deterioration of
the credit quality of the financial assets.

The key elements used in the calculation of ECL are as follows:

® Probability of Defauit (PD) — is an estimate of likelihood of default over a given

time horizon,

® Lass Given Default (1LGD) — is an estimate of loss arising in case where a defaule
occurs at a given time. It is based on the difference berween the contractual cash
flows of a financial instrument due from a counterparty and those that the
Foundation would expect to receive, including the realization of any collateral.

* Exposure at Default (EAD) — represents the gross carrying amount of the financial
instruments subject to the impairment calculation.

The Foundation recognizes an impairment loss in profit or loss for all financial
instruments subjected to impairment assessment with a corresponding adjustment
to their carrying amount through a loss allowance account.

(d) Derecognition of Financial Assets

The financial assets (or where applicable, a part of a financial asset or partofa
group of financial assets) are derecognized when the contractual rights to receive
cash flows from the financial instruments expire, or when the financial assets and
all substantal risks and rewards of ownership have been transferred to another
party. If the Foundation neither transfers nor retains substantially all the risks

and rewards of ownership and continues to control the transferred asset, the
Foundation recognizes its retained interest in the asset and an associated liability for
amounts it may have to pay. If the Foundation retains substantally all the risks and
rewards of ownership of a ransferred financial asset, the Foundation continues to

recognize the finandial asset and also recognizes a collateralized borrowing for the
proceeds received.

2.4 Orher Assers

Other assets pertain to other resources controlled by the Foundation as a result of past
events. They are recognized in the financial statements when it is probable that the

future economic benefits will flow to the Foundation and the asset has a cost or valie
that can be measured reliably.



2.5 Property and Egquipment

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

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

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

Building 15 years
Equipment and vehicles 5 years
Furniture and fixtures 3 years

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

The Foundation’s property and equipment are subject to impairment testing whenever

events or changes in circumstances indicate that the carrying amount may not be
recoverable.

Impairment loss for property and equipment is recognized for the amount by which the
asset’s carrying amount exceeds its recoverable amounts which is the higher of its fair
value less costs to sell and its value in use. In determining value in use, management
estimates the expected future cash flows from such asset and determines the suitable
interest rate in order to calculate the present value of those cash flows. The 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 risk
profiles, such as market and asset-specific nsk factors.

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

The residual values, estimated useful lives, and depreciation and amortization method

of property and equipment are reviewed and adjusted if appropriate, at the end of each
reporting period.

An item of property and equipment, including the related accumulated depreciation and
amortization and any impairment losses, is derecognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset

Any gain or loss adgsing on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the item) is included in
profit or loss in the year the item is derecognized.
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2.6 Financial Liabilities

Financial liabilities, which include microsavings (composed of Capital Build-up [CBU]
and Locked in Capital Build-up [LCBUYJ), loans payable and other liabilities (excluding
tax-related liabilities), are recognized when the Foundation becomes a party to the
contractual terms of the instrument. These are initally recognized at their fair value
and subsequently measured at amortized cost using effective interest method for
maturities beyond one year, less settdement payments.

All interest-related charges incurred on financial liabilities are recognized as expense in
profit or loss as part of Project Costs account under Expenses in the statement of
comprehensive Income.

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

Financial Iabilities are derecognized from the statement of financial position only when
the obligations are extinguished either through discharge, cancellation or expiration.
The difference between the carrying amount of the financial liability derecognized and
the consideration paid or payable is recognized in profit or loss.

2.7 Offserting Financial Instruments

Financial assets and financial liabilities are offset and the resulting net amount,
considered as a single financial asset or financial hiahility, is reported in the statement of
financial position when the Foundation currently has legally enforceable right to
set-off the recognized amounts and there is an intention to settle on a net basis, or
realize the asset and settle the liability simultaneously. The right of off-set 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 normal course of business, in the event of default,
and 1 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 Contingencies

Provisions are recognized when present obligations 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 still be uncertain. A present obligation arises from the presence of a
legal or constructive obligation that has resulted from past events.

Provisions are measured at the estimated expenditure required ro sertle the present
obligation, based on the most reliable evidence available at the end of the reporting
period, including the risks and uncertainties associated with the present obligation.
Where there are a number of similar obligations, the likelihood that an cutflow will be
required in settlement is determined by considering the class of obligations as a whole.
When time value of money is material, long-term provisions are discounted to their
present values using a pre-tax rate that reflects market assessments and the risks specific
to the obligation. The increase in the provision due to passage of time is recognized as
interest expense. Provisions are reviewed at the end of each reporting period and
adjusted to reflect the current best estimate.
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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 liability is recognized in the financial statements.
Similarly, possible inflows of economic benefits to the Foundation that do not yet meet
the recognition crteria of an asset are considered contingent assets, hence, are not
recognized in the financial statements.

On the other hand, any reimbursement that the Foundation can be virtually certain to
collect from a third party with respect to the obligation is recognized as a separate asset
not exceeding the amount of the related provision.

2.9 Expense Recognition

Costs and expenses are recognized in profit or loss upon utilization of the goods
and/or services or at the date they are incurred. Any finance costs are reported in
profit or loss on an accrual basis, except any borrowing costs that relates to a qualifying
asset which is capitalized as part of the cost of the asset (see Note 2.12),

2.10 Leases — Foundation as Lessee
The Foundation accounts for its leases as follows:
fa)  Acconnting for Leases in Accordance with PFRS 16 2019)

For any new contracts entered into on or after January 1, 2019, the Foundation
considers whether a contract is, or contains, a lease. A lease is defined

as a contract, or part of a contract, that conveys the right to use an asset

(the underlying asset) for a period of time in exchange for consideration. To
apply this definition, the Foundation assesses whether the contract meets three
key evaluatons which are whether:

* the contract contains 2n identified asset, which is either explicitly identified in
the contract or implicitly specified by being identified at the time the asset is
made available to the Foundaton;

* the Foundation has the right to obtain substantially all of the economic
benefits from use of the identified asset throughout the period of use,
considering its rights within the defined scope of the contract; and,

* the Foundation has the right to direct the use of the identified asset
throughout the period of use. The Foundation assesses whether it has the right
to direct *how and for what purpose’ the asset is used throughout the period of
use.

The Foundation has elected to account for short-term leases and leases of
low-value assets using the practical expedients. Instead of recognizing a
right-of-use asset and lease liability, the payments in relation to these are
recognized as an expense in profit or loss on a straight-line basis over the lease
term.
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Accounting for Leases in Accordance with PAS 17 (2018)

Leases, which do not transfer to the Foundaton substantially all the risks and
benefits incidental to ownership of the leased asset, are classified as operating
leases. Operating lease payments (net of any incentive received from the lessor)
ate recognized as expense in profit or loss on a straight-line basis over the lease
term. Associated costs, such as repairs and maintenance and insurance, are
expensed as incurred.

The Foundation determines whether an arrangement is, or contains, a lease based
on the substance of the arrangement. It makes an assessment of whether the
fulflllment of the arrangement is dependent on the use of a specific or identfied
asset or assets and the arrangement conveys a right to use the asset for a period of
time in exchange for consideration.

2.11 Empioyee Benefits

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

(a)

Post-employment Defined Benefit Plan

A defined benefit plan is a post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, 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 recognized in the statement of financial position for a defined benefit
plan is the present value of the defined benefit obligation at the end of the
reporting period. The defined benefit obligation is calculated annually by
independent actuaries using the projected unit credit method. The present value
of the defined benefit obligation is determined by discounting the estimated
future cash outflows for expected benefit payments using a discount rate derived
from the interest rates of a zero coupon government bonds [using the reference
rates published by Bloomberg using its valuation technology, Bloomberg
Valuation (BVAL)), that are denominated in the currency in which the benefits
will be paid and that have terms to maturity approximating to the terms of the
related post-employment liability. BVAL provides evaluated prices that are based
on market observations from contributed sources.

Remeasurements, comprising of actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions are reflected immediately in the
statement of financial position with a charge or credit recognized in other
comprehensive income in the period in which they arise. Interest expense is
calculated by applying the discount rate ar the beginning of the period, taking
account of any changes in the net defined benefit liability during the period as a
result of benefit 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-service costs are recognized immediately in profit or loss in the period of a
plan amendment or curtailment.

(8)  Post-employment Defined Contribution Plans

A defined contribution plan is a post-employment plan under which the
Foundation pays fixed contributions into an independent entity (such as the
Social Security System). The Foundation has no legal or constructive obligatons
to pay further contributions after payment of the fixed contribution. The
contributions recognized in respect of defined contribution plans are expensed as
they fall due. Liabilities or assets may be recognized if underpayment or
prepayment has occurred and are normally of 2 short-term nature.

fe)  Termination Benefits

Termination benefits are payable when employment is terminared by the
Foundation before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. The Foundation recognizes
termination benefits at the earlier of when it can no longer withdraw the offer of
such benefits and when it recognizes costs for a restrucruring that is within the
scope of PAS 37, Prowssions, Contingent I zabilities and Contingent Assets, and involves
the payment of termination benefits. In the case of an offer made to encourape
voluntary redundancy, the termination benefits are measured based on the
number of employees expected to accept the offer. Benefits falling due more
than 12 months after the end of each reporting period are discounted to their
present value.

(d) Compensated Absences

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

212 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are directy
atmbutable to the acquisition, construction or production of a qualifying asset

(i.e., an asset that takes a substantial penod of tme to get ready for its intended use or
sale) are capitalized as part of cost of such asset. The capitalization of borrowing
costs commences when expenditures for the asset and borrowing costs are being
incurred and acovities that are necessary to prepare the asset for its intended use or
sale are in progress. Capitalization ceases when substantally all such activities are
complete.

Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets 1s deducted from the borrowing costs
ehgible for capializagon.
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2.13 Fund Balance

Grants and contributons represent the initial contdbuton received by the Foundation
at the start of its operations.

Cumulative results of operations represent all current and prior period results of
operations as reported in the profit or loss section of the statement of comprehensive

income. Consistent with the Foundation's registered activities, all of these are flowed
back into its operations.

Remeasurement of post-employment defined benefit plan pertains to the net
cumulative actuarial gains and losses arising from experience adjustments and changes
in actuarial assumptions used in the determination of the post-employment defined
benefit obligation.

2.14 Related Party Transactions and Relationships

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

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

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

2.15 Eveants after the End of the Reporting Period

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 finandal statements. Post-year end events that are not adjusting events,
If any, are disclosed when material to the financial statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Foundation’s financial statements in accordance with PFRS
requires management to make judgments and estimates that affect the amounts reported
in the financial statements and related notes. Judgments and estimates are continually
evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.
Actual results may ultimately differ from these estimates.



" i
. '

oA

3.1 Cuotical Management Judgments in Applying Accounting Policies

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

faj Determination of ECL on Loans Receivable

(&)

The Foundation applies the general approach in measuring the ECL for loans
receivables.

To measure the ECL, the expected loss rates were calculated over a period of
three years and the corresponding historical credit losses experienced within

such period. The historical loss rates are adjusted to reflect current and
forward-looking information on macroeconomic factors affecting the ability of the
counterparties to sefttle the receivables. The Foundation has identified the
customer price index to be the most relevant factor, and accordingly adjusts the
historical loss rates based in expected changes in this factor.

The Foundation’s management intends to regularly calibrate (ie., on an annual
basis) the rate to consider the historical credit loss experience with
forward-looking information (ie., forecast economic conditions). Details about
the ECL on the Foundation’s loans receivable is disclosed in Note 4.1.

Evaluation of Business Model Applied in Managing Financial Instruments

The Foundation” business model, which reflect how it manages its portfolio of
financial instruments. The Foundation’s business model need not be assessed at
entity level or as a whole but shall be applied at the level of 2 portfolio of financial
instruments (i.e., group of financial instruments that are managed together by the
Foundation) and not on an instrument-by-instrument basis (ie., not based on
intention or specific characteristics of individual financial instrument).

In determining the classification of a financial instrument under PFRS 9, the
Foundation evaluates in which business model a financial instrument or a portfolio
of financial instruments belong to taking into consideration the objectives of each
business model established by the Foundation (e.g., generating accrual income,
direct matching to a specific liability) as those relate to the Foundation’s trading
strategies.
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Testing the Cash Flow Characteristics of Financial Assets and Continuing Evaluation of
the Business Mode/

In determining the classification of financial assets under PFRS 9, the Foundaton
assesses whether the contractual terms of the financial assets give rise on specified
dates to cash flows that are SPPI on the principal outstanding, with interest
representing time value of money and credit risk associated with the principal
amount outstanding. The assessment as to whether the cash flows meet the test is
made in the currency in which the financial asset is denominated. Any other
contractual term that changes the timing or amount of cash flows (unless it is a
variable interest rate that represents time value of money and credit risk) does not
meet the amortized cost crteria. In cases where the relationship berween the
passage of time and the interest rate of the financial instrument may be imperfect,
known as modified time value of money, the Foundation assesses the modified
time value of money feature to determine whether the financial instrument stll
meets the SPP] criterion. The objective of the assessment is to determine how
different the undiscounted contractual cash flows could be from the undiscounted
cash flows that would arise if the tme value of money element was not modified
(the benchmark cash flows). If the resulting difference 1s significant, the SPPI
criterion is not met. In view of this, the Foundation considers the effect of the
modified time value of money element in each reporting period and cumulatively
over the life of the finandial instrument.

If more than an infrequent sale is made out of a portfolio of financial assets carried
at amortized cost, an entity should assess whether and how such sales are
consistent with the objective of collecting contractual cash flows.

Recognition of Provisions and Contingencies
Judgment is exercised by management to distinguish berween provisions and

contingencies. Policies on recognition of provisions and contingencies are
discussed in Note 2.8 and relevant disclosures are presented in Note 18.

3.2 Key Sources of Esumaton Uncertainty

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

(@)

Estimation of Allowance for ECL

The measurement of the allowance for ECL on financial assets at amortized cost
is an area that requires the use of significant assumptions about the future
economic conditions and credit behavior (e.g., likelihood of members and other
counterparties defaulting and the resulting losses). Explanation of the inputs,
assumptions and estimation used in measuring ECL is further detailed in

lote 4.1.

The methodology and assumptions used in estimating ECL allowance are
reviewed regularly by the Foundation to reduce any differences between loss
estimates and acrual loss experience.
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The carrying value of loans and other receivables and rental deposits and the
analysis of allowance for impairment on such financial assets are shown in
Notes 4.1, 7, and 18, respectively.

Estimation of Useful Lives of Property and Equitment

The Foundation estmates the useful lives of property and equipment based on the
period over which the assets are expected to be available for use. The estimated
useful lives of property and equipment are reviewed periodically and are updated if
expectations differ from previous estimates due to physical wear and tear, technical
or commercial obsolescence and legal or other limits on the use of the assets.

The carrying amounts of property and equipment are analyzed in Note 8. Based
on management’s assessment as of December 31, 2019 and 2018, there 1s no
change in estimated useful lives of property and equipment during those years,
Actual results, however, may vary due to changes in estimates brought about by
changes in factors mentioned above.

(c) Impairment of Property and Equipment

(@)

The Foundation’s policy on estimating the impairment of property and equipment
1s discussed in detail in Note 2.5. Though management believes that the
assumptons used in the estimation of the carrying amount of the assets are
approprate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable amount and any resulting
impairment loss could have a matetial adverse effect on the results of operatons.

Management has assessed that there are no indications of impairment on the
Foundation’s property and equipment at the end of each reporting period; hence,
no impairment losses are required to be recognized on those assets in any of the
reporting petiods.

Valuation of Post-employment Defined Benefit Obligation

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

The amounts of post-employment benefit obligation and expense and an analysis
of the movements in the estimated present value of post-employment 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 certain financial risks in relation to financial instruments.
The Foundation’s financial assets and labilities by category are summarized in Note 3.
The main types of rsks are credit risk and liquidity risk.
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The Foundation’s risk management is coordinated with its BOT, and focuses on actively

securing the Foundation’s short-to-medium term cash flows by minimizing the exposure
to financial markets.

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

The most significant financial risks to which the Foundation is exposed to are described
in the below and succeeding sections.

4.1 Credir Risk

Credit risk is the risk that a counterparty may fail to discharge an obligation to the
Foundation. The Foundation is exposed to this risk for financial instruments arising
from granting loans and advances to its members and its employees, security depuosit to
lessors and placing deposits to various local banks.

The Foundation continuously monitors default of its members and other
counterparties, identified either individually or by group, and incorporates the
information into its credit risk controls. The Foundation’s policy is to deal only with
creditworthy counterpardes.

The mazximum credit risk exposure of financial assets is the carrying amount of the
financial assets as shown in the statements of financial position or in the detailed
analysis provided in the notes to the financial statements, as summarized below.

Notes 2019 2018
Cish 6  P2505240,804 P 1,689,187,884
Loans receivable - net 7 20,474,216,174 16,777,082,727
Other receivables T 34,726,117 114,789,788
Rental deposits 18 37,973,672 ___ 34593987

fa) Cash

The credit risk for cash is considered negligible, since the counterparties are reputable
banks with high quality external credit ratings. Cash in banks are insured by the
Philippine Deposit Insurance Corporation up to a maximum coverage of P500,000 for
every depositor per banking institution.
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(6) Loans and Other Receivables and Rental Deposits

The Foundation’s policy is to perform an assessment at the end of each reporting
period, whether a financial instrument’s credit risk has increased significantdly since
ntial recognition. The Foundation considers the change in the risk of default
occurring over the remaining life of the financial instrument. In accordance with the
Foundation's policy, a financial asset at amortized cost is assessed for impairment based
on the following stages:

Stage 1: When a financial asset at amortized cost is first recognized, the Foundation
recognizes credit losses based on the twelve-month ECLs. Stage 1 also includes
facilives where the credit risk has improved and security has been reclassified from
Stage 2.

Stage 2: When a financial asset at amortized cost has shown a SICR since origination,
the Foundation recognizes an allowance for the lifetime ECL. Stage 2 also includes
facilities where the credit risk has improved and the instrument has been reclassified
from Stage 3.

Stage 3: When a financial asset at amortized cost is considered as credit impaired, the
Foundation recognizes an allowance for the lifetime ECL.

Based on historical information about the members’ default rates, management have
determined that any loan with one day past due is considered to pose a SICR.
Therefore, all loans that are past due are considered to be under Stage 2 or 3, wherein
lifetime ECL is applied.

The key elements used in the calculation of ECL are as follows:

* Probabilety of Defanit — is an estimate of likelihood of default over a given time
horizon. A default may only happen at a certain time over the assessed period, if
the instrument has not been previously derecognized and is still in the portfolio.

* Loss Given Defanit — is an estimate of loss arising in case where a default occurs at
a given time. It is based on the difference between the contracrual cash flows of a
financial instrument due from a counterparty and those that the Foundation would
expect to receive, including the realization of any collateral.

* Exgposure at Defanlt - represents the gross carrying amount of the financial
instruments subject to the impairment calculation.

The ECL is determined by projecting the PD, LGD, and EAD for each furure period
and for each collective segment. These three components are multiplied together and
adjusted for the likelihood of survival (i.e., the exposure has not prepaid or defaulted in
an earlier month). The lifetime PD is developed by applying 2 maturity profile to the
12-month PD. The maturity profile looks at how defaults develop on a portfolio from
the point of initial recognition through the lifetime of the loans. The maturity profile is
based on historical observed data and is assumed to be the same across all assets within
the portfolio. This is supported by historical analysis. The 12-month and lifetime PDs
are determined based on the expected payment profile of the members.

The calculation of ECL incorporates forward-looking information. The Foundation
has performed historical analysis and identified the key economic value factor affecting
credit risk and ECL for the loan portfolio.



-20-

Loans receivables are secured by the microsavings contributions of all active members.
and the Foundation is not exposed ta any significant credit risk exposure to any single
counterparty. Significant portion of the Foundation’s loans receivable pertains to
claims from various groups of members with similar characteristics. However, the
Foundaton has no experience of significant members’ default and historical losses
from any single group of counterparties.

Based on the ECL model, the Foundation provides an allowance for impairment in
2019 on stage 1, 12-month ECL, stage 2 and 3, lifetime ECL, loans receivable
amounting to P1,052,154,844, P62,941,050 and P24,243 356, respectively. Further, in
2018, the ECL on stage 1, 12-month ECL, and stage 2, lifetime ECL, loans receivable
amounted to P879,642,745 and P3,361,655, respectively. The impairment loss on ECL
1s presented as Impairment loss, under Project Cost account (see Notes 7.1 and 15

The ECL on other receivables mainly pertain to loans and advances granted to the
Foundation’s employees which are collected through salary deduction. Thus,

considered to be fully recoverable based on the management’s assessment
{see Note 7.2).

4.2 Liguidity Risk

The Foundation manages its liquidity needs by carefully monitoring scheduled debt
servicing payments for long-term financial liabilities as well as cash outflows due in a
day-to-day business. Liquidity needs are monitored in various time bands, on a
day-to-day and week-to-week basis, as well s on the basis of a rolling 30-day
projection. Long-term liquidity needs for a six-month and one-year period are
identified monthly.

The Foundation maintains cash to meet its liquidiry requirements for up to 30-day
peniods. Funding for long-term liquidity needs is additionally secured by an adequate
amount of commitred credit facilities and the ability to consistently maintain an
effective collection turn-over. As of December 31, 2019 and 2018, portfolio at nisk is
0.40% and 0.38%, respectvely.

As at December 31, 2019, the Foundation’s financial liabilities have contractual
maturities which are presented below.

Within Within After ome year but
Microsavings o PNOTGETIT4 B - P - P11,076,877, 774
Loans payable 10 283,708,350 T2 108,075 B3 046, B04 1,379, 853,213
Oither Babelities 1 £B4.925034 . — GB4925.934
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This compares to the maturity of the Foundation’s financial liabilities as of
December 31, 2018 as follows:

—Motes  __fGmopthe © _ 1Zmonrhs bagwihinfieeyeas  Totgl 0
Mierosaing 0 P 9126462665 P i B : P 9,126 462665
Loans payable 1@ 452 912 817 316,740,700 1,304, 215,067 2,113,867,554
Other hahdbties 11 — D45 ST0TSG - E 945 570756

The above contracrual maturities reflect the gross cash flows, which may differ from
the carrying values of the liabilities at the end of the reporting periods.

CATEGORIES AND OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES

5.1 Carrying Amounts and Fair Values by Category

The carrying amounts and fair values of financial assets and financial liabilites at
amortized cost presented in the statements of financial position are shown below.

2019 2018

Carmrying Fair Carrying Fau
—Notes . VYelwes Velues Valogs 0 Values
Financial Assets
Cash 8 P 2505240804 P 2505240804 P 180167884 P 1680 187484
Loans receivabie - net i WATHZIEIM 20474206174 16771082727 16,777 0R2TT
Onher recervahieg 7 34,726,117 34,726,117 114,789, TER 114,785, TER
Rentzl deprars IE —  MIIETT 0 0 MIIILIE  J4593087 0 34503 guy
E ol Limbritic
Macrosavings 3 P 10,749,015.640 P 0749015640 P 8853153750 P RESK 153759
Loans payable 10 1219000000  1,219,000,000 1934000000 1934000000
Cither hiahifines 13 664505935  GBASISOM _ 945570756 4557075

E 12652041574 FILGSR94L574 P11737 726515 P 11737724515

Management considers that the carrying amount of the Foundation’s financial assets
and financial liabilities measured at amortized cost approximates the fair values due to
its short term duration.

5.2 Fair Value Hierarchy

In accordance with PERS 13, Fair Iainve Measurements, the fair values of financial assets
and financial liabilities and non-financial assets which are measured at fair value on a
recurning or non-recurring basis and those assets and liabilities not measured ar fair
value but for which fair values are disclosed in accordance with other relevant PFRS,
are categorized into three levels based on the significance of inputs used to measure the
fair value. The fair value hierarchy has the following levels:

®  Level 1: quoted prices (unadjusted) in active markets for identical assets or
liahilities that an entty can access at the measurement date;

®  Level 2: inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (ie., as prices) or indirectly
(1.e., derived from prices); and,
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®  Level 3: inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

The level within which the asset or hiability is classified is determined based on the
lowest level of significant input to the fair value measurement.

For purposes of determining the market value at Level 1, a market is regarded as active
if quoted prices are readily and regularly available from an exchange, dealer, broker,
industry group, pricing service, or regulatory agency, and those prices represent actual
and regularly occurring market transactions on an arm’s length basis.

For financial assets and financial liabilities measured at amornized cost, management
considers thart their carrying amounts approximate or equal to their fair values. Based
on management review of its financial instruments measured at amortized cost, except

for cash which is considered Level 1, all the rest are determined to be Level 3 in the fair
value hierarchy.

5.3 Offserting of Financial Assets and Financial Liabilities

As of December 31, 2019 and 2018, the loans receivable and the related microsavings
and the loans payable and the related loans receivable assigned 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 settlement of the relevant financial assets and financial liabilities when both elect to
settle on & net basis. In the absence of such an electon, financial assets and financial
Liabilites will be settled on a gross basis, however, each party to the master netting
agreement or similar agreement 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, 2019 and 2018 amounted
to P2,505,240,804 and P1,689,187,884, respectively. Cash in banks generally earn
interest at rates based on daily bank deposit rates.

Interest earned from cash in banks amounted to P34,281,381 and P15,609,356 in 2019
and 2018, respectively, 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
Foundation’s liabilities at the end of the reporting periods.
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LOANS AND OTHER RECEIVABLES
These accounts include the following:

7.1 Loans Receivabie

Loans recervables consist of following as at December 31:

2019 2018
Loans receivable P23,858,464,035 P19496,171,500
Unearned service charges (__2,244,908,611) (_ 1,836,084.373)
21,613,555,424 17,660,087,127
Allowance for impairment (_1139.339250) (__883004.400)

P20.474.216174  P16.777,082.727

As of December 31, 2019 and 2018, the Foundation has 1,863,781 and 1,753,871 active
members, respectively.

Loans receivable represents microfinance loans granted to the Foundation’s members.
As of December 31, 2019 and 2018, the Foundation reported the highest of
microfinance loan released to a single borrower is P300,000, which is in compliance to
memorandum circular 3-2018 of the Microfinance NGO Regulatory Council.

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 12.5% service charge all throughout the six-month term. The service
fees earned from these loans amounted to P7,984,538,786 and P6,283,925.263 in 2019

and 2018, respectively, and are shown as part of Service Fees account in the statements
of comprehensive mcome.

Starting 2018, the Foundation charged (.5% of every principal amount of loan released
to each member. The service fee earned from these transactions amounted to
P355,865,905 and P278,440.490 in 2019 and 201 8, respectively, and are shown as part
of Service Fees in the statements of comprehensive income.

Loans receivable have been reviewed for impairment. Certain receivables were found
to be impaired; hence, adequate amount of allowance for impairment has been
recognized accordingly (see Note 4.1).

A reconciliation of the allowance for impairment at the beginning and end of 2019 and
2018 is shown below.

Note 2019 2018
Balance at beginning of year P BB3,004,400 P 672,005,100
Impairment loss during the year 13 475,323,030 350,464,480
Wote-off of receivables
previously provided
with allowance ( 218,988.180) (_ 139.465,180)
Balance at end of year P 1,139,339.250 P_883,004.400
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Loans receivable written-off in 2019 and 2018 pertain to the outstanding balance of

loans granted to 31,641 and 22,446 members or 1.7% and 1.3% of active members,
respectvely.

Certain loans receivable of the Foundagon amounting to P446,300,000 as of
December 31, 2018, were assigned with recourse to a local bank as security to the
Foundation’s borrowings from these local banks as discussed in derail in Note 10.

7.2 Other Recefvables

Other receivables consist of personal and mobility loans, and noninterest-bearing
advances granted to the Foundation’s personnel with total carrying amount of
P34,726,117 and P114,789,788 as of December 31, 2019 and 2018, respectively.

Standard service fees of 5% for personal loans and 10% for motoreyele loans are
charged in both of the reporting periods and are recognized as service charges on
employee loans under Other Revenues account in the statements of comprehensive
mcome (see Note 12). These loans are paid by employees every pay period through
salary deductions.

As of December 31, 2019 and 2018, other receivables were reviewed for impairment
and none is considered impaired (see Note 4.1).

PROPERTY AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and amortization of property
and equipment at the beginning and end of 2019 and 2018 are shown below.

Building
and Office Furniture and Equipment
Improvemnents _ Fixtures = and Vehices _ Toml
December 31, 2019
Cost P 65678584 P 354272 508 P 43306670 P 443207 852
Accumulated depreciation
and amortzation {24244.084F (2476328987 ( JRITIZTO) (3001483252)
Net carrying amount B_41.434,500 P 106589700 PE__15035400 P 163,059,600
Diecember 31, 2018
Cost P 65,678,584 P 280 BR4 (44 P 35071028 P 390,633,656
Accumulated depreciation
and amortization { 19865483 [ 195337495 ZLTTRA28) (236982104
INet carrying amount P_45R131010 E__ 94546349 P 13291900 £ 153,651,550
Japuary 1, 2018
Cost P 65678584 P 217158377 P 327BRA53 P 315625814
Accurnulated deprecaton
and amortization (__134B6901) (  149076701) (__16362012) {_ 1B1I125614)
Net carrymg amount E_S0191883 E GBOBISTE P 16226841 P 134500200
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A reconciliation of the carrying amounts of property and equipment at the heginning
and end of 2019 and 2018 is shown below.

and Office Furniture and Equipment
Improvements  _ Fixtures and Yehicles  _ Towal

Balance at January 1, 2019,

net of accumnulated

deprecianion and

amortizaton P 43813101 P 54546 549 P 13291900 P 153,651,530
Additions - 64,338 554 8,235,642 T2,574.196
Depreciation and

amortzaton

for the year (4378601 (__ 52205403) (__ 6492142 (__ 63166146)
Balance at Diecember 31, 2019,

net of accumulated

depreciation and

amortization E__ 41,434,500 P 106,589,700 E__15035400 P 163,059,600
Balance at Januacy 1, 2018,

net of accurmilated

depreciation and

amortization FO50,191683 P 68081676 P 16226841 P 134300200
Additions 72775 667 2282175 75,007.842

Drepreczton and
amortizaton charges
for the year (_43IB5E2) (46260794 (__ 5217016 (_ 33.836.492)

Balance ar December 31, 2018,
net of accemulated
depreciation and

AMOTOZEnOn

E_43B13]01 E 94546549 P 13291900 B _153651350

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

2019 2018

Project costs P
General and administrative expenses

49699413 P  43.719,133
13.466.733 12.137.359

P 63,166,146 P __ 55856492

MICROSAVINGS

This account is broken down as follows:

2019 2018
CBU P 9,367,489,550 P 7,665,068,749
LCBU _1.381.526,090 _ 1.192.185.010

P10,749.015.640 P8.858,153739

The collected CBU and LCBU or microsavings is for purposes of maintaining a
compensating balance, which is used to offset against the member’s outstanding loan
balance in case of default (see Note 7). Historically, default rates for the last three years
have not exceeded 1% of the carrying balance of loans receivable as at the end of the

teporting penods.
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CBU pertains to weekly savings of P50 or more, that each member maintains 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 at least 15% of the
availed principal loan. Rebates ate computed and released to clients at the end of
December every year.

LCBU is a mandatory noninterest bearing, alternative savings that is locked in as to
member withdrawal. The weekly contribution is fixed at P10. When the LCBU
reaches P2,400, 50% of such is transferred to CBU. It can only be withdrawn in full by

the member upon termination of membership from the Foundation.

All active members of the Foundation are required to maintain their microsavings
contributions based on prescribed minimum levels.

LOANS PAYABLE

The compositon of the Foundation’s outstanding bank loans is shown below.

2019 2018
Current P 503,000,000 P 715,000,000
Non-current __716.000,000 1,219,000,000

F1219,000,000 P1.934,000,000

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 various financial
instirutions and,/ or organization.

As approved by the BOT on November 17, 2016, the Foundation entered into a Facility
Agreement (the Agreement) as corporate notes issuer, with three local universal banks as
initial noteholders, Credit Guarantee & Investment Facility (a trust fund of the Asian
Development Bank) as guarantor, and BPI Capital Corporation as mandated lead arranger
and bookrunner. Based on the Agreement, which was signed on January 26, 2017, the
initial noteholders grant to the Foundation a loan facility with a maximum principal
amount of P2,000,000,000, subject to release in not more than three tranches starting
February 2017 to January 2018, As of December 31, 2019 and 2018, the Foundation has
fully drawn the P2,000,000,000. The net proceeds of the note issuance are used by the
Foundation in financing its expansion plans, paying off existing bank loans, and for other
general corporate purposes.

In additon, the mitial noteholders require the Foundation to maintain the following
ratios: operational self-sufficiency ratio of more than 110%, portfolio at risk of less than
1.5%, equity to gross loan portfolio of more than 15%, net loan portfolio as percentage
of assets of more than 80% and a debt to equity ratio of less than 190%. As of
December 31, 2019 and 2018, the Foundation is compliant with all the security
requirements and covenants imposed by the respective creditors.
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In 2018, the Foundation obtained a short-term secured loans payable with 2 local bank
amounting to P200,000,000. As a security, certain loans receivable of the Foundation

amounting to P446,300,000 as of December 31, 2018 were assigned to the creditor with
recourse (see Note 7.1).

A summary of the terms and conditions of each loan as at December 31, 2019 and
2018 is presented below:

Outstanding
2019 2018

P 538,000,000 P 790000000 Fizedat5.07% Unsecured 2022
302,000,000 434,000,000 Foxed at 5.17% Unsecured 2022

= 10,000,000 Nil Unsecured 2019

- 200,000,000 Fixed at 5% Secured, assigned recedvables 2019

P446.3 million
— 379.000.000 __ 300000000 Fixed at59% Unsecured 2023

The P10,000,000 with 0% interest loan pertains to borrowings from Restart Micro
Enterprise, Inc., a non-stock corporation who implemented a rehabilitation program
for Marawi victims. Said ennity extended a loan to the Foundation to be used by the
latter to provide loans to its clients affected in Marawi at an interest rate of 4% only to
cover its operational costs. In line with said condition, the parties agreed that the loan
shall have an interest rate of 0% and 12-month repayment terms.

Interest expense on interest-bearing loans amounted to P80,561,563 and P111,637,662
in 2019 and 2018, respectively, and is presented under Project Costs in the statements of
comprehensive income (see Note 13).

Unpaid interests as at December 31, 2019 and 2018 amounting to P3,806,308 and
P5,721,711, respectively, are presented as part of Accrued expenses under the Other
Liabilities account in the statements of finandal position (see Note 11).

The changes in Loans Payable account in 2019 and 2018 are shown below.

2019 2018
Balance at beginning of year P1,934,000,000 P 1,700,000,000
Repayments of loans payable (  715,000,000) ( 476,000,000)
Addidonal loans payable - 710,000,000
Balance at end of year P1219,000,000 P1,934000,000
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11. OTHER LIABILITIES
This account includes the following:
Note 2019 2018
Accrued expenses 10 P 307,614,213 P 2683123R7
Staff benevolent fund 283,590,450 254,671,200
Accounts payable 165,335,923 129,507,093
Beneficiary program and
support trust fund (BPSTF) - __ 352,060,278

P_756,540,586 P 1.004.550958

Accrued expenses include accruals for interest expense and various expenses for the

operations of the Foundation such as light and water, postage and telephone, travel and
reimbursable expenses and repairs and maintenance.

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

Accounts payable include gross receipts and withholding taxes payable, and unclaimed
benefits of resigned personnel during the reporting periods.

BPSTF represents the cumulative trust fund set aside to cover the payment of a loan in
case of death of a member, death benefits, health-care program, hospitalizatdon
benefits, scholarship to the children of the qualified members, and provision for
distribution relief goods and other livelihood support intervention in time of calamiries
such as typhoon, fires, earthquakes and floods. Further, this is also used to cover losses
in case of robbery and hold-up of loan officers while exercising efforts of collection
from members. Furthermore, BPSTF is also utlized by the Foundation for its
numerous corporate social responsibility activities that are conducted nationwide.

In 2019 and 2018, the total client community services charged to BPSTF amounted to
P352,060,278 and P363,687,502, respectively.

. OTHER REVENUES

This account includes the following:

Notes 2019 2018

Membership contrbution
Interest income from

P 57,129,150 P 55,324,550

bank deposits 6 34,281,381 15,609,356
Gain from recovery of

written-off accounrs 11,485,294 5,510,965
Service charges on

employee loans 7.2 11,453,907 16,385,260

P 114349732 P _ 92830131
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Starting 20118, each new group member of the Foundation is required to contribute
P50. The contributions is used by the Foundation to cover administrative fee and
supplies cost, presented as part of Project Costs in the statements of comprehensive

income (see Note 13).

EXPENSES

Details of expenses by nature are shown below.

Notes 2019 2018
Employee benefits 141,15 P2,618,663,306 P 2,189 435498
Travel and transportaton 603,003,991 509,840,328
Impairment loss 71 475,323,030 350,464 480
Taxes and licenses 19(f) 243,149,902 163,940,885
Office rental i8 207,273,661 165,778,057
Client community services 148,277,970 -
Repairs and maintenance 141,633,035 126,154,683
Interest expense 10,142 128,090,018 146,944,016
Office supplies and reproducdon 117,808,349 91,271,235
Staff development and
conference 108,501,582 82572600
Postage and telephone 71,230,550 65,920 739
Deprediation and amortizaton 8 63,166,146 55,856,492
Light and warter 46,867,910 40,853,721
Grants and donations 37,402,650 22 988,960
Professional fees 35,707,350 20,914,698

Miscellaneous 65,701,951 ___ 47003978
P 5111801401 P 4079949379

These expenses are classified and reported in the statements of comprehensive income as
fﬂ]l-UWEZ

2019 2018
Project costs P4,177,229,718 P 3,445 853,793
General and administradve
expenses 934,571,683 634,095,586

P 5,111.801.401 P4.079,949,379



- 30 -

Project costs are broken down as follows:

Notes 2019 2018

Employee benefits 141,15 P2,271,514,360  P1,900,202,208
Travel and transportation 545,178,726 467,156,175
Impairment loss 71 475,323,030 350,464,480
Otfice renral 18 205,177,911 163,971,150
Repairs and maintenance 15 140,652,329 125,436,003
Interest expense 10, 14.2 113,831,482 136,352,110
Staff development and

conference 97,156,906 72,272,295
Office supplies and reproduction 85,924,980 63,160,317
Tazes and licenses 19(f) 59,792,354 24,919,324
Deprediation and amortization 8 49,699,413 43,719,133
Light and water 45,924,990 39,961,835
Postage and telephone 39,844,149 32,992 796
Miscellaneous 47.209.088 25,245 967

P4177.229718 P3.445,853793
Details of general and administrative expenses are shown below.

IDNotes 2019 2018
Employee benefits 141,15 P 347,148946 P 289233290
Taxes and licenses 19(1) 183,376,531 139,021,561
Client community services 148,277,970 -
Travel and transportation 57,825,265 42 GR4 153
Grants and donations 37,402,650 22 988 960
Professional fees 35,454,579 20,545,891
Office supplies and reproduction 31,883,369 28,110,918
Postage and telephone 31,386,401 32,936,943
Interest expense 10, 14.2 14,258,537 10,591,906
Depreciation and amortizadon 8 13,466,733 12,137,359
Staff development and
conference 11,344,676 10,300,314
Office rental 18 2,095,750 1,806,907
Miscellaneous __ 20,650,276 23,737,384
P 934,571,683 P 634095586
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14. EMPLOYEE BENEFITS

14.1 Salaries and Employee Benefits Expense

Expenses recognized for salaries and other employee benefits are presented below.

Notes 2019 2018
Salaries and wages P2,206,467,864  P1.846,363.332
Post-employment benefits 142 172,819,088 136,261,038
SSS, HDME,

Philhealth contributions 185,033,754 144,839,928
Staff benevolent fund 54,342,600 61.971.200

13 P2,618,663,306 P2.1R9.435498

The amounts of employee benefits are allocated and reported in the statements of
comprehensive income as follows (see Note 13);

2019 2018
Project costs P2271,514360 P 1,900,202,208
General and administrative expenses 347,148,946 289233 290

F2,618,663.306 P 2.189435498
14.2 Post-employment Defined Benefir Plan
(a)  Characteristics of the Defined Benefit Plan

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

In 2018, the anticipated retirement benefit set by management increased from
175% to 200% 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 separation.

()  Explanation of Amounts Presented in the Financial Statements

Actuarial valuations are made annually to update the post-employment benefit
costs and obligation. All amounts presented in the succeeding pages are based on

the actuarial valuation report obtained from an independent actuary in 2019 and
2018.
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The movements in the present value of the post-employment defined benefit
obligation recognized in the statements of financial position are as follows:

2019 2018
Balance at beginning of year P 637,965,900 P 614,024,600
Pasr service cost - 79,745,729
Current service cost 172,819,088 56,515,309
Interest expense 47,528,455 35,306,354
Remeasurements - actuarial losses
(gains) arsing from changes in:
Financial assumptions 662,355,940 ( 152,729,020)
Experience adjustments ( 48,700,540) 42 005,120
Benefits paid (__45.241.643) (___ 36,902,192
Balance at end of year P1,426,727,200 P_ 637,965,900

The components of amounts recognized in profit or loss and in other

comprehensive income in respect of the post-employment defined benefit plan are
as fﬂ]lD-Wﬁ:

2019 2018
Reported in profit or loss:
Current service cost P 172819088 P 56,515,309
Interest expense 47,528,455 35,306,354
Past service cosr - 79,745,729

P 220347543 P _171.567.392

Reported in other comprebensive income (loss):
Actuanial losses (gains) arising

from changes in:
Financial assumptions P 662,355,940 (P 152,729,020)
Expedence adjustments (___48.700,540) 42,005,120

(B_613,655,400) P__110.723,900

Retirement benefit expense 1s allocated and presented in the statements of
comprehensive income under the following classification:

2019 2018
Project costs P 120973356 P 95382727
General and administrative expenses 51,845,732 40,878 311

P 172819088 P_ 136,261,038

The interest expense on the obligation is presented under the Project Costs
account in the statements of comprehensive income (see Note 13).

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

2019 2018
Discount rates 5.10% 7.45%
Expected rate of salary increases 12.00% 12.0%

Assumprions regarding furure mortality are based on published statistcs and
mortality tables. The average remaining working lives of an individual retiring at
the age of 60 is 19 for both males and females. These assumptions were
developed by management with the assistance of an independent actuary.
Discount factors are determined close to the end of each reporting period by
reference to the interest rates of a zero coupon government bond with terms to
maturity approximating to the terms of the post-employment obligation. Other
assumptions are based on current actuarial benchmarks and management’s
historical expenence.

Cither information
The information on the sensitivity analysis for certain significant actuarial
assumptions and the timing and uncertainty of future cash flows related to the
retirement plan are described below.
(t) Sensitrvity Analysis
The following table summarizes the effects of changes in the significant
actuanal assumptions used in the determination of the post-employment
defined benefit obligation as of December 31, 2019 and 2018:
Impact on Post-employment Defined
Benefit Obligation
Change in Increase in Decrease in
_Assumption = _Assumption  _ Assumption
December 31, 2019
Discount rate +/-10% (P 1,883,279,895) P 1,854,745,351
Salary growth rate +/-1.0% 1,084,312,667 (  1,098,579,939)
December 31, 2018
Discount rate +/-1.0%% (P B42114.900% P 484,854,033
Salary growth rate +/-1.0% 822,975,925 ( 491,233,601)

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

(%) Funding Arrangements and Expected Contribution

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 may
pose a cash flow risk in about ten years’ time when a significant number of
employees is expected to retire.

Within 10 years, the Foundation’s undiscounted expected benefit payments from
the plan amount to P24,180,654 and P23,870,212 at the end of 2019 and 2018,
respectvely.

As of December 31, 2019 and 2018, the weighted average duration of the
post-employment defined benefit obligation at the end of the reporting period is

siX yCars.

15. RELATED PARTY TRANSACTIONS

16.

The Foundaton’s related parties inchude its key management personnel and others as
described in Note 2.14.

The compensation given to key management personnel in the form of short-term
benefits amounted to P64,585,665 and P60,919,731 in 2019 and 2018, respectively;
while post-employment benefits amounted to P12,223,145 and P28,913,982 in 2019
and 2018, respectively, and is presented as part of Employee Benefits under Expenses
in the statements of comprehensive income (see Note 13).

In 2016, the Foundation entered into a software implementation contract with

Mr. Mehedi Tarafder, Chief Executive Officer of Jyosna Inc. and son of the president
of the Foundation, for the development of a software needed by the Foundation to
achieve full automation of its operation at its branch level, which include client
management, loan tracking and collection of multiple loan services, reporting and
consolidanon of Financial Information System at central level. The contract with
Jyosna Inc. satisfied the Foundation’s policy on conflict of interest. The Information
Technology expenses amounted to P6,972,000 and P15,255,430 in 2019 and 2018,
respectively and is presented as part of Repairs and maintenance under Project Costs in
the statements of comprehensive income (see Note 13).

TAXATION COVERAGE AND EXEMPTIONS

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

(R.A. No. 8424). No part of the excess of revenues over expenses of the Foundaton
mnures to the benefit of any of its members, employees, key officers or board of
trustees. The trustees do not receive any compensation, except for inconsequential
honorarium to defray costs incurred in attending board meetings. In case of
dissolution, the assets of the Foundaton shall be transferred to a similar insdtution or
to the government, in the absence of the former.
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On November 3, 2015, R.A. No. 10693 otherwise known as the “Miofinance NGOs
~er” (the Act) was signed into law. The Act provides that duly registered and
microfinance NGOs shall be eligible to the preferential tax treatment of two percent
(2%0) based on 115 gross receipts from microfinance operations in lieu of all national
taxes. In 2019 and 2018, the Foundation paid gross receipts tax (GRT) amounting to
P168,409,461 and P132,791,730, respectively, [see Note 19(f)]. Moreover, income
detived by the Foundation from its properties, real or personal, or from any of its
activities not covered by the exemption or activities conducted for profit regardless of
the disposition made of such income, is subject to income tax.

FUND MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Foundation’s capital management objectives are to generate funds to expand its
microfinance operations by collecting service fees at rates commensurate to the level of
ask, to facilitate the convergence and provision of other social services to the poor, and
to ensure the Foundaton’s sustainability to continue as a going concern.

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

The Foundation sets the amount of fund in proportion to its overall financing
structure, ie., fund balance and loans from third parties. The Foundation manages the
fund structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying assets.

2019 2018
Tortal loans from third parties P1,219,000,000 P1,934,000,000
Total fund balance 9,063,932,941 6,334,635,319
External loans-to-fund ratio 013100 _ 0.31:1.00

The Foundation has satisfactorily complied with its covenant obligations related to its
interest-bearing loans as of the end of the reporting periods as discussed in Note 10.

COMMITMENTS AND CONTINGENCIES
18.1 Operating Lease Commitments — Foundation as Lessee

The Foundation has operating lease agreements covering various office spaces
occupied by the Foundation and its branches for a period of six months to two years.
The lease agreements require the Foundation to pay rental deposits. Outstanding rental
deposits as of December 31, 2019 and 2018 amounted to P37,973,672 and P34,593,987,
respectively, and are shown as Rental Deposits in the statements of financial position.

Rent expense recognized related to these operating leases amounted to P207,273,661
and P165,778,057 in 2019 and 2018, respectively, which are allocated to both Project
Costs and General and Administrative Expenses under Expenses section in statements
of comprehensive income (see Note 13).
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19.

15.2 Orthers

There are other commirments and contingencies that arise in the normal course of the
Foundadon’s operations which are not reflected in the financial statements. As of
December 31, 2019 and 2018, management is of the opinion that losses, if any, that

may arise from these commirments and contingencies will not have a materal effect on
the Foundation’s financial statements.

SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF
INTERNAL REVENUE

Presented below and in the succeeding page are the supplementary information which
is required by the Bureau of Internal Revenue (BIR) under its existing revenue
regulations to be disclosed as part of the notes to financial statements. This
supplementary information is not 2 required disclosure under PFRS. All information
are presented in their absolute amounts.

The information on taxes, duties and license fees paid or accrued during the taxable
yeat required under Revenue Regulation No. 15-2010 are as follows:

(a) Outpur V'alue-added Tax: (1.AT)

The Foundation has not incurred any ourput tax liability for the year ended
December 31, 2019 as it has no revenue transactions subject to VAT
(see Note 16).

() Input VAT

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

(¢) Documentary Stamp Tax
The Foundation paid documentary stamp tax (DST) in 2019 amounting to

P15,317,155, which is related to the several loans originated during the year
[see Note 19(f)).
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(d) Taxes on Importation

2

(B)

The Foundation did not incur or pay any customs’ duties and tariff fees as it did not
have any importation for the year ended December 31, 2019.

Escrrse T

The Foundation did not have any transactions in 2019, which are subject to excise
fax.

Taxer and licenses

Details of taxes and licenses in 20119 are shown below.

Notes
GRT 16 P 168,409 461
Licenses and permits 32963,118
DST 19(c) 15,317,155
Local taxes 550,728
Real estate taxes 463,634
Other taxes 25445806

P_243.149902

The amounts of raxes and licenses are allocated and presented in the
2019 statement of comprehensive income as follows (see Note 13):

General and administrative expenses P 183,357,548
Project costs — 29,792,354
P_243.149902

Withbolding Taxes

Details of total withholding taxes for the year ended December 31, 2019
are shown below.

Compensarion and employee benefits P 28,803,526
Expanded 22920779
E_51.724.305

The Foundaton has no transactions subject to final withholding taxes during the
year.

Deficiency Tax _Assesiment and Tax Cares

The Foundation paid deficiency taxes with the BIR amounung to P37,866,645,
which is based on the letter of authonty received by the Foundatdon in 2018 for 1ts
assessment on the 2016 income tax retumn of the Foundaton.



