From: eafs@bir.gov.ph <eafs@bir.gov.ph>

To: "jajabagadiong@yahoo.com" <jajabagadiong@yahoo.com>

Cc: "ardci_finance@yahoo.com.ph" <ardci_finance@yahoo.com.ph>
Sent: Wednesday, June 24, 2020, 5:04:15 PM GMT+8

Subject: Your BIR AFS eSubmission uploads were received

Hi ARDCIMICROFINANCE,

Valid files

e EAFS402793859AFS2019.pdf
e EAFS4027938590TH2019-01.pdf
e EAFS402793859ITR2019.pdf

Invalid file

e <None>

Transaction Code: AFS-2019-3YYZ2NZX0BCAH98JLQNSPPR4408CB5GFL9
Submission Date/Time: Jun 24, 2020 04:54 PM
Company TIN: 402-793-859

Please be reminded that you accepted the terms and conditions for the use of this portal and expressly agree, warrant
and certify that:

e The submitted forms, documents and attachments are complete, truthful and correct based on the personal
knowledge and the same are from authentic records;

e The submission is without prejudice to the right of the BIR to require additional document, if any, for completion
and verification purposes;

e The hard copies of the documents submitted through this facility shall be submitted when required by the BIR in
the event of audit/investigation and/or for any other legal purpose.

This is a system-generated e-mail. Please do not reply.

This email and its attachments may be confidential and are intended solely
for the use of the individual or entity to whom it is addressed.

If you are not the intended recipient of this email and its attachments, you
must take no action based upon them, nor must you disseminate, distribute or
copy this e-mail. Please contact the sender immediately if you believe you
have received this email in error.

E-mail transmission cannot be guaranteed to be secure or error-free. The
recipient should check this email and any attachments for the presence of
viruses. The Bureau of Internal Revenue does not accept liability for any
errors or omissions in the contents of this message which arise as a result
of e-mail transmission.



JONFIRMED PAYMENT ADVICE

T

file:/{/C:/DOCUME~1/jha2/LOCALS~1/Temp/Confirmation.htm

. £ _;." A
LAND BANK OF THE PHILIPPINES
CONFIRMED PAYMENT ADVICE
Woednesday, May 13,2020
08:59 AM

TiN 402-793-859-000
Taxpayer's Name ARDCI MICROFINANCE, INCORPORATED
Account Number 0882-1062-80
Reference Number 122000035638782
Payment Transaction Number 204264850
Actual Amount Debited 4,012,032.00
Confirmnation Number 00051320200859299170

This is an authorized system-generated message and will serve as your Official

Receipt. Please print this confirmation advice for your record.

For inquiries, please call your depository branch.

Thank you for banking with us.




Guidelines and Instructions | Help

I DRSS AR I

1702-MX 064 3P

. ropubilg Pipinas- , Annual Income Tax Return . IR Form No.

Kagawaran ng Panenalapi For Corporation, Partnetship ahd Other Non-Individual with MIXED income Subject to Muttiple TTUZ'MX
Kawanihan ng Rentas Internas Income Tax Rates of with Income Subject to SPEGIAL/PREFERENTIAL RATE June 2013

Part | - Background Information

Enter al required information in GAPTAL LETTERS using BLACK Ink Mark all applicabls boxes with an *X” Two Page 1.
‘ copies MOST be fMad Wit the BIR and one hetd by the taxpaysr,
.1 For B :3 Amended Return? "4 Short Period 5 Alphanumeric Tax Code (ATC)
Calendar  Fiscal N Retum? licoss M urm Co
‘Z VearEnded (WMIZOVYy | - Yes P No bl By | v !
2 v 2019

6 Taxpayer Identification Number (TiN} 402 -793 - - B39 -000

7ROOCode foso |

8 Date of Incorporation/Organization (MM/DD/YYYY)

09/21/2010

9 Registered Name (Enter only 1 feiter per box using CAPITAL LETTERS)

ARDCI MICROFINANCE, INCORPORATED

10 Registered Address (Indicate complete registe
_SAN ROQUE GATANDUANES 4800

11 Contact Number T |12 Emall Address

foo17ao7a463 0 [jajabsgadiong@yshoo.com

13 Main Line of Business

T14 psic
Code:

OTHER CREDIT GRANTING N.E.C o

este

15 Method of Deduction 8: ttemized Deduction [Sectian 34 {A-]), NIRC]

PFart [T - Total Tax Payable {Do NOT enter Centavos)

16 Total Income Tax Due (Qverpayment) (From Part V lfem 370)

16,040,559

17 Less: Total Tax Credits/Payments (From Parf V ffem 38D)

12,028,527

18 WNef Tax Payable (Gverpayment) (fem 16 Less flem 177

4,012,032

I

!

1
|19 Add: Total Penatties (From Part V item 43) i_

0

20 Total Amount Payable (Overpayment} {Sum of items 18 & 18) or (From E
Part V ltem 44)

4,012,032

21 if Qverpayment, mark *X™ one box only (Once the choice fs madse, the same is imevocable]

. Toberefunded .- Tabe issued a Tax Credit Certificale recy " Tobe carrled over as a tax credit for next year/quarter

[We declare under tha penalties of perjury, that thts annual retum has been made in good faith, verifisd by us, ahd 1o the best of our knowledge and beliaf Is true ang cormect, pursuant to the provisions nr1he
National Intemal Revenus Cods, as ded, and the igns issued under authority thereof, (f Authorized altach auth ion letler and Indicata TIN)

I

\nc?g}d . GERNAL

Signature over piinted name of rasldmthﬂndpaIO rerummzed Representative

Theof Signatory | | Preciddnt. | Numbrofpagesfied Jo
22
* Community Tax Certificate (CTC) | 23 Date of Issue
Number 1190800277 _ 7 oy ogrttiges
%' SEC Redistration Number
24 Place of lesue [LEgAzPicTY - | 25 Amoum, rcTC

Part Ili Detalls of Payment
Detalls of Payment il Vo Number Date (MM/DD/YYYY) Amount
26 Cash/Bank Debit Memo || I 1§ i
27 Check | Il Il I |
28 Tax Debit Memo 5 1l i ]
‘29 Others {Specify Below)
1 1| i i 1l |
Machine Validation/Revenue Official Receipt Detsils (i nof filed with an Autharized Agent Bankf Stamp of Recefving Offica/AAR and Dafe of

{RO's Signature/Bank Tellar’s initial)

Receipt
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o
BIR Form No.
Annualincome TaxReturn | - 1rozwx | | BRERS- el |
u
Page 2 June 2013 |
1702-MX06/13P2
TIN Registered Name
 [s02 ].[re3 |- |8se { - looo | [[AROCT MICROFINANCE, INCORPORATED j
I Part IV - Basis of Tax Relief
30 Basls of Tax Relief under Special L aw or International Tax Treaty If thets are mote than one activities/programs under EXEMPT and
if thera is only one activity/program under EXEMPT and SPECIAL SPECIAL Tax Regimes, use as many Mandatory Attachrents per
Tax Regimes, filf up-spaces below: Activity (Part VIHilY s necessary and miark )" thig box &t thif left
X G. Special Tax Relief
! _ _ A, Exempt B. Special Rate | fUndac RegularNommal Ratel |
[31 Investment Promation Agency (IPA) T Naw anm eee T Ty CrrmmmeTmTe
fmplementing Government Agency _.___.__|BRANDSEC -~ - -
132 t egat Basis FRA NO: 10693
33 Registered Activity/Program (Reg. No.) i NA
[34 Special Tax Rate : )
35 From {MM/DD/YYYY) 01/01/2019
36 To (MM/DDIYYYY) 1213112021
| Part V - Computation of Amount Payable per Tax Regime [
Description A Total Exempt | 8. Total Special | C.TotalRegular | D. Total All Golumns
137 TOTAL INCOME TAX DUE {OVERPAYMENT) ! - rayeprn | ] - 18
(From Schedule 1 ftem 168/16CA16D) (To Part If Hem 15) U.Gdl 15'934'1421% 105477 l 16,040.559.
138 Less: Tax CreditsiPayments i E
o Schestut 8 o 13) (To Pat 1l o 17 E o]l 11,729,775 :!I 298,752 || 12,028,527
39 NET TAX PAYABLE {OVERPAYMENT) i
|{item 37 Loss ltem 38) (¥o Part Il item 18} E 0 ! 4,204,367 'Il (192,335) l 4.012,032,
JAdd Penalties
140 Surcharge {::: :0'
ET Interest a]
e
|42 Compromise i
[43 Total Penalties(Sum of ltems 40 to 42) (To pant # ftem 19) 0
44 TOTAL AMOUNT PAYABLE (OVERPAYMENT) (Sum of llems 39 and 43) {To Part Il Hem 20} | 4,012,082
[ Part VI - Information - Externat Auditor/Accredited Tax Agent
145 Name of External Auditor/Accredited Tax Agent
ROXAS CRUZ TAGLE AND CO.
[ ssTn | o4 i-i671 i e31 1--000
(47 Name of Signing Partner {if External Auditor |s a Partnership)
JARRED 0. PERENA
| asmin | (243 ‘146 - 342 -1000
43 BIR Accreditation No. 0 Issue Date (MM/DDIYYYY) |51 Expiry Date (MM/DDIYYYY)
08 - 001682 - 015 2019 10/22/2019 l 10/21/2022




i TAnnual Income Tax Return o A '
Page 3 - Schedules 1 & 2 1:{,23 2-(51“3)( i EEH-LP}HE%&LJ!’L
TIN Registered Name )
402 |-|793 |-1g59  ]-loog 1 [|ARDCTMICROFINANCE, INCORPORATED !

columns below.

Hinstructions: A. Fill up the applicable columns below, if there is only one activity/program under EXEMPT andior SPECIAL Tax Regimes. |
H. Use as many Part VIII-Mandatory Attachments per Aclivity as necessary, if there are more than one activities/programs under EXEMPT andior
SPECIAL Tax Regimes. Cansalidated amounts from Part VIIi Mandatory Attachments PER TAX REGIME shall be reflected under the conesponding

Part VI - SCHEDULES

[Schedute 1 - COMPUTATION OF TAX Per Tax Regime

e l——

Description A Total Exempt B, Tolal Special | C. Total Regular | D. Total All Golumrs
1Nt SaleRevenu (229 T o i ;
Frum Scherid 34 ) and | 0fi 759,605,105 | ol 758,605,105
{Fram ol of Parl Y1l Sched 8 lrem 1)
2 Less: Cost of Sslesa/Servi b i
- i a7 o 27 (From Sof o VY St 6 o 21 | 0?4 0; ol 01\
3 G(::‘:‘t?:::hl;?m Operation I 0 fl 759,605,105] ! 0 I 750,605,105 |
N ran S 4 B ) Tt et Sebod o [ 0 37,101,973 5,320,834 [| 42,422,807
T s Income/ross Taxable income o[ 796,707,078 || 5,320,834 {| 802,027,912
GOrdinary Alowahla ltemized Daduct : 1
O am Eatest S 45 i o P 1 S0 & N ) o}l o] 5,992,460 || 6,992,460
7 Special Alwable bemized Deductons i ol 0}" ol o
{Feam Schachae & e 5F (Frot 68 of Part VT Schedt & dom 7 L I i H i
& NCLCD jonly for thoss laxable under Sec. 27 (Ato C);
Seo 28(A)1) & P !1 l :
(AXS)(kof the Tax Godel | i 0 0]
[mewm?‘hmdﬂ (Frum o uf Pard VR Schod G kwm 3] ’
e a0 l ol o],[ 6,992,460 || 6,992,460
10Net Taahle IncomeiNet Income ol 796,707,078 | (1,671,626) {| 795,035,452
ity N 0% 2.0 v %} 300 Yo
42 Intome Tax Due othar than M ! ]
e o et MCTT ! o 15,934,142 o 15,934,142
13 Less: Shars af Other GovL Agentiss, if Remitted : ! I ]
direclly F— : ; [ |
e o aaa a Nalional Geverment I 15,934,142 o]l 15,034,142
——'--—.-—————_..—
45 MCIT (2% of Gross Incom in ftom 5) [ 106,417 106,417
16 Tots! Incoma Tax Dus {Overpaymant)
{ham 158 = Ker 14B); (M= $6C = Nertnal |
:Wﬁ":ﬁﬁi’ﬁ: :‘E:’"‘ i 15,934,142 | 106,417 ] 16,040,559 |
= Im
m;:PaPIVEm ATBRTCATD) *
Schedule 2 - Tax Refief Avaliment |
Description A Total Exempt B. Total Special C. Total Regular D. Total All Columns
4 Reguks income Tax Otherwise Duy i [ i
{:g:;l'mNd:xfl:ulmmwinllxn:Mermlm 108 for Spagial Rmie) 0 i 239,012,123 [ 0 ! 239,012,123 |
2 Spetal Allowable jlemized Deducions [ i ] ) [
{467 of the appkcable Total In Scheduls 5 Ten: 5) L 0. ! 0“[ ol 3
3 Sub-Tolal (Sumof ke 7 3.2 ofl 239,012,123 ol 239,012,123 ]
_}4 Less: Income Tax Dues (From Soed $ tom 158} hiE E 15,934,142;] 0 I ‘[5,934,142!
T R Avamont Lfara Sporial Tax Credit I off 223,077,961 || 0 223,077,981 |
6 Add: Special Tax Crecits fFom Scheduio § fem 15) i L ! | fi
7 Total Tax Reflef Availtment {Sum o fiems 5 £5) I o lf— 223,077,984 1 oil 223,077,981
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Page 4 - Schedule 3

Annual Income Tax Return

BIR Form No.

1702-MX
June 2013

Wl B R ]

1702-MX06/13P4

TIN

Registered Name

|402 |- {793 |- 852 | - [ooo |

[ARDCI MICROFINANCE, INCORPORATED

Schedule 3 - Salesﬁevenuasﬁeceiptsﬁees

A. Total Exempt

B. Total Speclal

C. Total Reqular D. Total All Columns

1 Sales of Goods/Properties

759,605,105 758,605,105

2 Bales of Services

0

3 Lease of Properlies

0

4 Total (Sum of Items 1 to 3)

758,605,105] 0 758,605,106

5 Less: Sales Returns, Allowances & Discounts

0

& Net Sales/Revenues/Receipts/Fees
{tem4 Loss ltem 5} (1o Schedids ¢ Hom 13

_Tsesostes)  Of

Schedule 3A - Cost of Sales
{For Those angaged in Trading)

A, Total Exempt

B. Total Special

C. Total Regular D, Total Afl Columns

1 Marchandise Inventory, Beginning

0

2 Add: Purchases of Merchandise

3 Tatal of Goods Available for Sale
(Sum of lem 1 & 2}

4 Legs: Merchandise Invantory, Ending

5 Cost of Sales (ltem 3 Leas em 4) (To lem 27}

0
_0
0
0

Scieduie 35 - Cost of Saies

{For Those engaged in Manufacturing)

A. Total Exempt

B. Total Special

C. Total Regular D. Totat All Columns

6 Direct Materials, Beginning

T Add: Purchases

B Materals Avallable for Use (SUmof Rems 6 & 7)

& Less: Direct Materials, Ending

10 Raw Materials Used (lterm 8 Less ltem 9]

11 Direct Labar

42 Manyfacturing Querhead

43 Total Manufacturing Cost
(Sum of ltems 10 10 12)

14 Add: Work in Process, Beginning

15 Less: Work in Process, Ending

16 Cosi of Goods BManuiaciured
(Sum of ltems 13 & 14 Less lem 15)

17 Add: Finished Goods, Beginning

18 Less: Finished Goods,Ending

19 Gost of Goods Manufactured & Sold
[Sum of tens 15 & 17 Less ftem 18) (To kem 27}

Schedule 3C - Cost of Services
{For Those engaged In Services, indlcate only those directly incumred
or related to the gross revenue from randition of services)

A. Total Exempt

B. Total Shecial

C. Total Regular D. Total All Columns

20 Direct Charges - Salaries, Wages & Benefits

Zi Uirect Charges - Materiafs, Suppfies & Fadiities

22 Direct Charges - Depreciation

23 Direct Gharges - Rental

24 Direct Charges - Oulside Services

25 Direct Charges - Others

26 Total Cost of Services
{Sum of itams 20 1o 251 {To [tem 27)

27 Total Cost of Sales/Services
(Sum of tems 5,19 & 26, if applicable)

(70 Sciieduie 7 fiew ZJ




A'.

Annual Income Tax Return
l§ Page 5 - Schedules 4& 5

) cemmzeterad o0 ]

1702-MX06/13P5

TIN Redgistered Name
[402  {-73  |-i8s8  |-looo [ARDC! MICROFINANCE, INCORPORATED

chedule 4 - Other Taxable Income not Subjected to Fina)
Tax A. Total Exempt B. Total Special C. Total Regular |D. Total All Columns
{Atiach additional sheet/s.if necessary)

1 SHARE IN GROUP LIFE {NSURANCE 13,829,703 13,829,703
2SHARE IN CREDIT GROUP LIFE INSURANCE : 8,041,316 9,041,316

30THERS : 14,230,854 5,320,834 19,551,788

4 Total Other Taxable Income not Subjected to Final Tax
fSum of ftems 1 fo 3i {To Schadule 1 lem 4)

o wamers|  s3nmes| 4222807

Schedule 5 - Ordinary Allowable Itemized Deductions
fAttach additional sheel/s If nacessary}

1 Advertising and Promotions 0
Amortizations (Specty on lems 2, 3 and 4)

A, Total Exempt B. Total Special C.Total Regular |D. Total All Culumnsl

7 Commissions

8 Communication, Light and Water

9 Depletion

10 Depreciation 4,345,577 4,345,577
11 Director's Fees 0

12 Fringe Benefits 1}
13 Fuel and Oit

(=]

14 Insurance 172,010 172,010
15 Interest 1]

16 Janitorial and Messengerial Services 1,315,333 1,315,333
ﬂ 17 Losses ) 1]
118 Management and Consultancy Fee 0

19 Miscellaneous 92,569 92,669
20 Office Supplies 0 ”

t24 Other Services 0

22 Professional Fees 0

Z f
3 ;
4 .
\ 5 Bad Debts 0
§ Charitable Contributions 0
0
0
D

23 Rental 1]

24 Repairs and Mamtonance ———————————————— ettt - ,,l
{Lahor of Labor & Materials) b 1887 1,088.871
25 Repairs and Maihiteiiaince i i S I
{MateralsiSupplies) T SO PRI PSSR
28 Representation and Entertainment

27 Research and Development
128 Royalties
29 Salaries and Allowances

30 Security Services
31 §58, GSIS, Philhealth, HDMF and Other Contributions
32 Taxes and Ligenses

33 Tolling Fees

34 Tralning and Seminars

ololelo)lo|ei{olo]e|alial

35 Transportation and Travels
e———rre——




Annual Income Tax Return
Page 6 - Schedules 5to 7

—

1702-MX
June 2013

[ =N =
i FOorm No.

Registered Narie

[} ez |

l\l

1702-MX05H 3P,

. 17083 i859 5 - 1000

iARDCI MICROFINANCE, INCORPORATED

I chedule 5 - Ordinary Allowable Itemized Daductions ({Continuad from Previous Page)

Others [Specify below; Atlach additional sheel(s), if
Inecessary]

A. Total Exempt

B. Total Special

C. Tetal Regular

Columuns

D. Total Afl —I

W iwWlw]w
!-nm-am

&

Total Ovdinary Aliowabie lemized Deducions

" Schedule 6 Sper.lal Afjowabie kemized Deduciions.
[Aftach sckitional shestls. ¥ necessaty]

A, Tota] Exempt

6,892,460

8, Tota) Special

€, Tota] Regular

D. Total All Columns

Desu'inum l.egal Basis

L)

A1

2

:

'Sum of lems. 1 Lo 4] {Ta Schochds 1 Ko 7]

4
l 5 Tatal Spacial Altowable emized Datfuctions

chedule 7 - Computation of Net Operating Loss Carry Over (NOLCO) [only for those taxable under Sec. 2

1 Gross Income

2 Less: Total Deductions Exclusive of NOLCO&Deduction Under Special Law

3 Net Operating Loss (Item 1 Less ltem 2) {To Schedulz 74)

[lSchedule 7A - Computation of Available Net Operating Loss Carry Over (NOLCO)

Net Operating Loss

Year incurred

Aj Amount

1,671,626

4,350,856,

Em"ma‘hon i Schiedule TA  (fem nombers confinue from {abjs above)

€] NOLCO Explred D) NOLCO Applied Current Yaar
4 ) - 0
s ] )
5 R ] 0
7| o ] o o o

s | Total NOLCO
(Sum of ltems 40 to 7D} (To Schedule 1 llem 8)

e

Schedule 8 - Tax Credits/Payments

A.Total Exempt

B.Total Special

C.Total Regular

D.Total All
Columns

1 Prior Year's Excess Credits Other Than MCIT

2 Income Tax Payments under MCIT from
Previous Quarter/s

3 Income Tax Payments under Regular/Nermal Rate from
{ Previous Quarterfs

4 Excess MCIT Applied this Current Taxable Year
(From Schodula 9 Ham 4F)

| § Creditable Tax Withheid from Previous Quarter/s

6 Creditable Tax Withheld per BIR Form Na. 2307 for the
4th Quarter




BIR Form Ne.

Annual Income Tax Return | 7o2ux | [l EWERE-: b spes ) ||

1702-MX06/13P7

IN {Registered Name
{402 1-j7e3  |-|s59  ]-jo00 | [[ARDCI MICROFINANCE, INCORPORATED

Schedule 8 - Tax Credits/Payments {Continued from Previcus Page)

Dascription A.Tota} Exempt B.Total Special D,Total All Columns
7 Foreign Tax Credits, if applicable ]

B Tax Paid in Return Previously Filed, if this is an 0
Armignded Retiny . .. . . S AT R FE -

8 Income Tax Paymants under Speciai Rate from Previous e N g ) ! . o . "
Quarler!s PP S, 11_’729'775 T . L. 11'72%77.5

|

10 Special Tax Credits (To Schedule 2 ifem &)

Other Credits/Payments (Specify Below):
"

12

13 Total Tax Credits/Payments e T o ' ] . .
(Sum of ltems 1 to 12} 7o Pant V item 38 S | I LT YL =298;752] = 12,028,527

{Echedule 9 - Comeutalion of Minimum Comorale come Tax ’MC!! I [Applicable onby to thosa taxable under Sec 27 (A to CY&Sec.28 SAE]

]
1 2018 : 119,198 119,199J
e i
Eontinuation if Schedule 9 {Iterm numbers continue from table above) - iJ
1 119,199
2
3 i
4 Total Excess MCIT (Sum of Columnn for Hems 1F to 3F) (To Schedule 8 kem 4) 0
= T e ) |
Schedule 10 - Reconciliation of Net [ncome per Books
Against Taxable Income A, Totai Exempt B. Totai Speciai €. Totat Regular {D. Total Al Columns
(Altach additional sheetls, if necessary}
1 Net Income {Loss) per books 193,539,606 2,190,245 196,129,841
Add: Non-deductible ExpensesiTaxable Other Income 1
| 2 NON-DEDUCTIBLE EXPENSES ] 602,767,382 602,767,382
3 :
4 Total {(Sum of lters 1 to 3) 0 796,707,078 2,180,245 798,897 323
Less: A) Non-Taxable Income and Income Subjected fo Final Tax
SINTEREST INCOME ) 3,419,491 3,419,491
6 RETIREMENT INCOME ; 442,380 442,380
i B) Spedial Deductions
7 ;
8
8 Tata! {(Sum of Hems 510 8) g & 3,861,871 3,861,871
I 10 Net Taxable Income (Lass) (ltem 4 Less ltern 8) 0 796,707,078 (1,671,626) 795,035,452
—_————— 1|




Annual Income Tax Return

BIR Form Me.

1oz x| I R P |
Page 8 - Schedules 11 & 12 June 2013 ar E
1702-MX06/13P8
TIN Registered Name
[402 173 ]-i1858  |-looo [ARDCI MICROFINANCE, INCORPORATED

Echedule 11 - Balance Shest

- Assels

"1 Current Assets 2,017,844,017
2 | ong-Tenm |nvestment 24,912,755
3 Property, Plant and Equipment - Net 259,699,972
4 Long-Term Receivables
5 Intangible Assets )
B Other Assels 164,141 305

7 Total Assets (Sum of ltems 1 to 6)

2,466,698,049

Liabilites and Equity

8 Current Liabilities

975,588,417

9 Long-Term Liabilities

36,363,145

10 Deferred Credits

11 Other Lizbilities

12 Total Liahilities {Sum of ltems B to 11)

1,011,951,562

13 Capital Stock

14 Additional Patd-in Capital

1,454,646,487

15 Retained Eamings

16 Total Equity (Sum of ltems 13 to 15)

1,454,646,487

17 Total Liablities and Equity {Sum of lems 12 & 15}

Schedule 12-

{On column 3 enter the amouni of capital contribution and on the fast column anter tha percentaga Ihis roprasents on the oniire vwnership)
i

{ ! stockholders " Partners - Members Information

=
e
i

[=]

2,466,598,045

(Top 20 stockholders, pariners or members)

I
REGISTERED NAME
‘ROGELIOS. BITOME

Capita] Cantribution % to Total

CRISTY S. CORONEJO

G.CAMACHO

SALVER.LOZADA

EVELYN C. MANGAPIS,

RAPUNZEL T. TAPEL

‘CORAZON DL, ATANACIO |

Ry 8 BILON

o|lofe|slalelale

MARILYN A. CARILLO

MCTORT. BERNAL

EVELYNT. TEVES

MICHAEL ALEXR. TEVES

'LYNN MARJORIE T. CAMSON

JAREAH T, PASTORPIDE |

USTINNE FAUVE C. VEGA

felalalelalalo.
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Page 9= Schedules 13 & 14

1702-MX06/13Pg|

June 2013

Registered Name
| JIARDCI MICROFINANGE. INCORPORATED

793 - [ss8 - {000

I Schedule 13 - Supplemental Information (Attach additional sheel/s, i necessary)

| —

I} Gross Income!

Rocolpts Subjected to A) Exempt B) Q‘;}L’:}N‘:‘;‘g‘;“:{gﬁg a“:‘:;"“‘ C) Final Tax Withheld/Pald
Fina} Withhplding pi

1 Interests : 4,274,364 854,873
2 Royallies :
3 Dividends

4 Prizes and Winnings

e ——)

I 1) Sale/Exchange of Real Propertles
|5 Description of Property (e.g., land, improvement, etc.)
& QCT/TCT/CCT/ Tax, Declaration Mo,

A) Sale/Exchange #1

I B) Sale/Exchange #2

e

m 7 Certificate Authorizing Registration (CAR) No

i 8 Actual Amount/Fair Market Value/Net Capital Gains

$ Final Tax Withhetd/Faid

iif) Saje/iExchange of Shares of Stock
10 Kind (PS/CS)/Stock Certificate Series No.

11 Certificate Authorizing Registration {(CAR) No.

12 Number of Shares

13 Date of Issue (MM/DD/YYYY}

14 Actual Amount/Fair Market Value/Net Capital Gains

15 Final Tax Withheld/Paid

1V) Other Income {Specify)
186 Other Income Subject to Final Tax Under Sections
57(A)127/others of the Tax Code, as amended (Specify)

17 Actual AmountfFair Market Value/Net Capital Gains
18 Final Tax Withheld/Paid

|18 Total Final Tax Withheld/Paid(Sum of iters 1C to 4C, 94, 98, 154, 158, 18A & 16B) [ 854873

I_Schedule 44-Gross IncomelRece:pts Exempt from Income Tax

[—Fl Return of Premium (Actus! Amouni/Fsir Matke! Yalus) ] _|}

| I} Personal/Real Properties Received Hl A) Personallﬁaal Properties
i

B} Personal/Real Properties

|
thru Gifis, Bequests, and Devises }‘ #2

l 2 Description of Property (e.g land, improvement, eic)

I 3 Mode of Transfer {e.g. Donation)

I 4 Cerlificate Authorizing Registration (CAR) No.

l 5 Actuai AmountifFair Market Vaiue

[l) Other Exempt Income/Receipts
6 Other Exempt Income/Receipts Under
Sec. 32 (B) of the Tax Code, as amended {Specify}

T Actual AmountfFair Market Value/Net Capital Gains

I

I 8 Total Income/Receipts Exempt from Income Tax (Sum of tems 1,54,58,74,78) I - n;l




- o . BIR Form No.
Koo o Pomaetani Certificate of Creditable Tax 2 3 0 7
Kawanihan ng Rentas Internas .
Withheld At Source

Seplember 2005 (ENCS)

1 For the Pericd 10 01 19 . 192 31 19 ' '
From > 1 ! 1 N/DDYY) .. . To > L L L (MN/DD/YY)

Part | o f-‘ayee Information’. -
2 Taxpayer - £ Ii—l |—| | oo T
Identification Number “|_, . I8 . , % - % L
3 Payee's Name ,.| ARDCI| MICROFINANCE, INC.
_ (Last Name, First Name, Middle Name for Indiviguals) {Registered‘Name for Non-Individuals}
4 Registered Address >I San Rogue, Virac Catanduanes | 4A Zip Code
5 Foreign Address i I 5A Zip Code |
> T T
Payor Information.
6 Taxpayer

Identification Number ’| 005 H 478 I 6186 %% A |
7 Payors Name , [ ARDCIBank, Inc. - A Rural Bank |
(LastName, First. Name, Middle Name for Individuals) (Registered Name for Non-Individuals)

8 Registered Address >| G/F ARDCI Bldg. San Roque, Virac Catanduanes | 8A ZipCod 4 8 0 0

PART I : R Details of Monthly Income Payments and Tax Withheld forthe Quarter
Income Payments Subject to - ATC AMOUNT OF INCOME PAYMENTS
Expanded Withholding Tax istMonthof | 2nd Month of 3rd Month of ' Total Tax Withheld
the Quarter ~ the Quarter the Quarter ) For the Quarter
Credilable Income Tax 30,000.00 30,000.00 30,000.00 90,000.00 4,500.00
Total ' 4,500.00

Money Payments Subject to Withholding |

of Business Tax (Government & Private)

Total ] S -
We declard, under the p ies of perjury, that this certificate has been made in good faith, verified by me, and to the best of my knowledge and belief, is true
and correct, pursuan visions of the Mational Internal Revenue Code, as amended, and the regulations issued under authority thereof.
VIN L. VIENES BANK MANAGER
Payor/Payor's uthofized Representative/Accredited Tax Agent TIN of Signatory Tille/Position of Signatory
(Signature Qver Printed Name)
Tax Agent Accreditation No./Attorney’s Roll No. (if applicable) Date of Issuance Date of Expiry
Conforme:
Payee/Payee's Authorized Representative/Accredited Tax Agent TIN of Signatory Title/Position of Signatory Date Signed

(Signature Over Printed Name)

Tax Agent Accreditation No./Atlerney’s Roll No. (if applicable) Dale of Issuance Date of Expiry




Kawanihan ng Rentas Intemas

Kagaweran g Ponanalapi Certificate of Creditable Tax
Withheld At Source

BIR Form No.

September 2005

2307

(ENGS)

ARDCI CORPORATE IN
o

60,000.00

60,000.00

60,000.00 180,000.00

8,000.00

at this certificate has been made in good faith, verified by me, and to the best of my knowledge and belief, is true and correct,

(Sigmature Over Printed Name)

ﬂpursuant to the provisions of " jol evenue Code, as amended, and the regtations issued under authority thereof.
VICTGR 1. BERN PRESIDENT
PayoriPayor's Authorized Reprdsentative/Accredited Tax Agent TIN of Signatory Tile/Position of Signatory
(Signature Qver Fyinted Name)
Tax Agent Accreditation No./Attomey’s Roll No. (if applicable) Date of Issuance Date of Expiry
Conforme: =
Payee/Payee's Authorized Representative/Accredited Tax Agent TIN of Signatory Tile/Position of Signatory Date Signed

Tax Agent Accreditation No /Attorney's Rell No. {if applicable)

Date of Issuance

D_a_te of Expiry




BIR
Republika ng Pilipinas
Kagawaran ng Pananalapi 2

Kawanihan ng Rentas Internas

Certificate of Creditable Tax
Withheld At Source

Form No.

307

September 2005 {(ENCS}

1. Forthe Petiod.

*|1(|) |01. ]1? I(MM!DDIYY) ,12 31 19 . IMM!DD}YY)'.

. Framh - T,
| GEIER S T S Payee lnformaﬂon
2 Tepayer ' - - l“‘ ' |7 ' I :
Identification Number - 402 | [793 | 59 y 09 .

3 Payee s Name

- | ARDCI MICROFINANCE INCORPORATED

{Last Name, First Name; Middle Name for Individuals) {Registered Name for: Non-Indjviduals)

4 Registered Adqress . | l 4A Zip cdde :
Is - Foreign Address ° I I 5A Zip Code
| 3 Taxpayer et | _E

- Idenhﬁcahon Number 009, .6 .3

7 Payors: Name . | ARDCI PRIME SECURITY SERVICES (APSS), INC.

(Last Name Flrst Name Middle Name for lndmduals) (Reglstered Name for Nnn—lndmduals)
| BA Zip Cade

IB .Registeréd Addréés :

j b 2nd F!oor ARDCI Corporate Bldg., San Roque, Virac, Catanduanes

|
oo

+|4 800

IPART [ Deta]ls of. Monthly Jdncome Paymerits and Tax Withheld for the Quarter
Income Payments Sub]ect: P! e ATc N R - AMOUNT OF INCOME PAYMENTS _ N R
'__Expand__ed Withholding Tax. | 2T st Month of -] 2nd Month of |- 3rd Month of " Total .  TaxWithheld .
‘ S “the Quarter. ‘the Quarter. | . the Quarter. ' For the Quarter - -
Rentals WC100 10,000.00 10,000.00 10,000.00 30,600.00 1,500.00
Total 1,500.00

Money Payrnents Subject fo Withhnlding
of Busmess Tax (Govemment & Prwate)

Total,

We declare, under b‘le penalies of perjury, that this certificate has been made in geod faﬁ verified by me, and fo the best of my knowledge and belief, is rue and correct,

(Signature Over Printed Name)

Jpursuant to the provisions ofthe n | Revenue Code, as amended, and the regulations issued under authority thereof.
JOHN EDWA 1D T. SAN FELIPE SECURITY MANAGER
Payor/Payor's Authonized R resentative/Accredited Tax Agent TIN of Signatory Title/Position of Signatory
(Signature O Printed Name}
Tax Agent Accreditation No./Attorney's Roll No. (if applicable) Date of issuance Date of Expiry
Conforme:
ARDCI MICROFINANCE INCORPORATED
PayeefPayee's Authorized Representative/Accredited Tax Agent TIN of Signatory Title/Position of Signatory Date Signed

Date of Issuance

Tax Agent Accreditation No./Aftorney's Roll No. (if applicable)

Date of Expiry
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INDEPENDENT AUDITOR'S REPORT TC ACCOMPANY INCOME TAX RETURN

The Members and the Board of Trustees
ARDCI Microfinance, Incorporated

3rd Floor, ARDCI Corporate Building
San Rogue, Virac, Catanduanes

We have audited the separate financial statements of ARDCI Microfinance, Incorporated
(the “Organization”) for the year ended December 31, 2019, on which we have rendered the attached
report dated June 4, 2020.

In compliance with Revenue Regulations No. V-20, we are stating that no partner of our Firm
is related by consanguinity or affinity to the president, manager or principal member of the
Organization.

ROXAS CRUZ TAGLE AND CO.

P

Jakred D. Pereiia

CPA Certificate No. 0109297

aX ldentification No. 243-146-342

SEC Accreditation No. 109297-SEC, Group A, issued on February 27, 2020,
effective until February 26, 2023

BIR Accreditation No. 08-001682-015-2019, issued on October 22, 2019,
effective until October 21, 2022

PTR No. 814-7808, issued on January 21, 2020, Makati City

June 4, 2020
Makati. City

~
~
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ARDCI MICROFINANCE, INCORPORATED

AR D ‘ l (Formerly: ARDCI NGO Group, Incorporated)
SEC Registration No. I1998-00277

3 ARDCI Corporate Bldg., San Roque, Virac, Catanduanes 4800

MICROFINANCE  yobite n0.09178073463visit ns @www.ardei.org.ph

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The management of ARDCI Microfinance, Incorporated (the “Organization™) is responsible
for all information and representations contained in the Annual Income Tax Return for the
year ended December 31, 2019. Management is likewise responsible for all information and
representations contained in the financial statements accompanying the Annual Income Tax
Return covering the same reporting period. Furthermore, the management is responsible for
all information and representations contained in all the other tax returns filed for the
reporting period, inctuding, but not limited, to the Value-Added Tax and/or percentage tax
returns, withholding tax returns, documentary stamp tax returns, and any and all other tax
returns.

In this regard, the management affirms that the attached audited financial statements for
the year ended December 31, 2019 and the accompanying Anhual Income Tax Return are in
accordance with the books and records of the Organization, complete and correct in all.
material respects. Management likewise affirms that:

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

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

(c) the Organization has filed all applicable tax returns, reports and statements required to
be filed under Philippine tax laws for the reporting period, and all taxes and other
impaositions shown thereon to be due and payable have been paid for the reporting period,
except those cantested in good faith.

ROGELIO S. BITOME
Chairman of the Board

\'\(\I \N \
VICTOH T. BERNAI
Presiddnt/Hxecutive
EVELYNIT TEVES
Treasurér

R

katt uwang
kabuhayan
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INDEPENDENT AUDITOR’S REPORT

The Members and the Board of Trustees
ARDCI Microfinance, Incorporated

3rd Floor, ARDCI Corporate Building
San Roque, Virac, Catanduanes

Report on the Audit of the Separate Financial Statements
Opinion

We have audited the separate financial statements of ARDCI Microfinance, Incorporated
(the “Organization”), which comprise the separate statements of financial position as at
December 31, 2019 and 2018, and the separate statements of comprehensive income, separate
statements of changes in fund balance and separate statements of cash flows for the years then
ended, and notes to the separate financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying separate financial statements present fairly, in all material
respects, the financial position of the Organization as at December 31, 2019 and 2018, and its financial
performance and its cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards (PFRS).

Basis for Opinion

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

Responsibilities of Management and Those Charged with Governance for the Separate Financial
Statements

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

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

Those charged with governance are responsible for overseeing the Organization’s financial reporting
process,

O A
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Auditor’s Responsibilities for the Audit of the Separate Financial Statements

Qur objectives are to obtain reasonable assurance about whether the separate financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s 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 PSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these separate financial statements.

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

= Identify and assess the risks of material misstatement of the separate 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 one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal 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
opinicn on the effectiveness of the Organization’s internal control.

= Evaluate the appropriateness of accounting policies used and the reascnableness of accounting
estimates and related disclosures made by management.

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

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

AT CHERTAMIAE
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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 the Supplementary Information Required by the Bureau of Internal Revenue (BIR)

Our audit was conducted for the purpose of forming an opinion on the basic separate financial
statements taken as a whole. The supplementary information as disclosed in Note 27 to the separate
financial statements is presented for purposes of filing with the BIR and is not a required part of the
basic separate financial statements. Such information is the responsibility of management. The
information has been subjected to the auditing procedures apptied in our audit of the basic separate
financial statements. In our opinion, the information is fairly stated in all material respects in relation
to the basic separate financial statements taken as a whole.

ROXAS CRUZ TAGLE AND CO,

<Z
. v
red D. Pereiia

PA Certificate No. 0109297

ax Identification No. 243-146-342

SEC Accreditation No. 109297-SEC, Group A, issued on February 27, 2020,
effective until February 26, 2023

BIR Accreditation No. 08-001682-015-2019, issued on October 22, 2019,
effective until October 21, 2022

PTR No. 814-7808, issued on January 21, 2020, Makati City

June 4, 2020
Makati City

~
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ARDCI MICROFINANCE, INCORPORATED

(A non-stock, non-profit Grganization)

SEPARATE STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2019 AND 2018

Note 2019 2018
ASSETS
Current assets
Cash on hand and in banks 5 $496,810,373 P456,649,837
Loans and other receivables, net 6 1,487,322,138 1,404,040,436
Prepayments and other current assets 7 33,711,506 36,217,506
Total current assets 2,017,844,017 1,896,907,779

Noncurrent assets
Financial assets at fair value through other

comprehensive income (FVOCI) 8 24,912,755 14,938,178
Investment in subsidiaries 9 69,149,800 34,150,000
Property and equipment, net 10 259,699,972 164,291,386
investment property, net i1 68,283,031 72,628,608
Retirement benefit asset, net 21 23,950,762 24,445,954
Refundable deposits 12 725,350 725,350
Deferred tax asset 20 2,032,361 1,424,456

Total noncurrent assets 448,754,031 312,603,932

P2,466,598,048 £2,209,511,711

LIABILITIES AND FUND BALANCE

Current liabilities
Members' deposits

13 P768,642,987 P662,662,598

Accounts and other payables 14 82,703,267 62,307,521
Deferred income from grants 15 387,066 397,543
Loans payable 16 119,843,064 129,501,184
Income tax payable 20 4,012,032 2,857,893
Total current liabilities 975,588,416 857,726,739
Noncurrent liabilities
Deferred income from grants, net of current portion 15 2,886,864 3,429,331
Loans payable, net of current portion 16 33,476,281 30,840,676
Total noncurrent liabilities 36,363,145 34,270,007
Total Liabilities 1,011,951,561 891,996,746
Fund balance
Accumulated income
- Appropriated 24 - 30,503,215
- Unappropriated 1,553,794,570 1,342,367,265
Accurnulated other comprehensive loss 8,21 {99,148,083) {55,355,515)
Total Fund Balance 1,454,646,487 1,317,514,965

P2,466,598,048 £2,209,511,711

See Notes to the Separate Financial Statements.
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ARDCI MICROFINANCE, INCORPORATED

{A non-stock, non-profit Organization)

SEPARATE STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 2019 2018
Interest income 6 P759,605,105 690,879,008
Interest expense 13,16 (29,254,957) {26,119,763)
Net interest income 730,350,148 664,759,245
Provision for impairment losses (5] (34,101,753) (16,617,109)
Net interest income after provision for
impairment losses 696,248,395 648,142,136
Other operating income 17 46,284,678 62,861,627
Operating expenses 18 (423,278,766) (347,862,429)
Income from operations 319,254,307 363,141,334
General and administrative expenses 19 (123,124,366) (105,080,023)
Income before income tax 196,129,941 258,061,311
Benefit from (provision for) income tax 20
Current (16,040,559) {15,045,242)
Deferred 607,905 1,424,456
(15,432,654) {13,620,786)
Net Income 180,697,287 244,440,525
Other comprehensive loss
Item that may subsequently be reclassified to
profit or loss
Change in net unrealized loss on financial
assets at FVOCI 8 (25,423) (61,822)
Item that will not be reclassified to profit or loss
Change in remeasurement loss on
retirement liability 21 (43,767,145) (33,379,278)
P136,904,719 #210,999,425

See Notes to the Separate Financial Statements.
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ARDCI MICROFINANCE, INCORPORATED

{A non-stock, non-profit Organization)

SEPARATE STATEMENTS OF CHANGES IN FUND BALANCE

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 2019 2018
ACCUMULATED INCOME
Appropriated
At January 1 P30,503,215 #40,000,000
Release of appropriated funds 24 (30,503,215) {9,496,785)
At December 31 - 30,503,215
Unappropriated
At January 1 1,342,367,265 1,088,199,096
Additional revolving fund 24 226,803 230,859
Release of appropriated funds 24 30,503,215 9,496,785
Net income for the year 180,697,287 244,440,525
At December 31 1,553,794,570  1,342,367,265
ACCUMULATED OTHER COMPREHENSIVE LOSS
Unrealized loss on financial assets at FVOCI
At January 1 (61,822) -
Unrealized loss on financial assets at FVOCI 8 (25,423) (61,822)
At December 31 (87,245) (61,822)
Actuarial loss on retirement liability
At January 1 (55,293,693) (21,914,415)
Actuarial loss on retirement liability 21 (43,767,145) {(33,379,278)
At December 31 (99,060,838) (55,293,693)

{99,148,083) (55,355,515)

TOTAL FUND BALANCE

P1,454,646,487 P1,317,514,965

See Notes to the Separate Financial Statements.
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ARDCI MICROFINANCE, INCORPORATED
(A non-stock, non-profit Organization)

SEPARATE STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 2019 2018
Cash flows from operating activities
income before income tax £196,129,941 P258,061,311
Adjustments for:
Provision for impairment losses 6 34,101,753 16,617,109
Depreciation 10,11 23,764,691 21,351,731
Amortization of deferred income from grants 15,17 (552,944) (428,827)
Retirement income 17,21 (442,380) (337,200}
Amortization of intangible asset 18,19 - 2,544,605
Operating income before working capital changes 253,001,061 297,808,729
Decrease (increase) in:
Loans and other receivables (117,383,455) {90,924,475)
Prepayments and other current assets 2,446,000 (8,473,040)
Increase (decrease) in:
Members’ deposits 105,980,389 96,635,311
Accounts and other payables 20,395,746 {10,467,346)
Cash generated from operations 264,439,741 284,579,179
Income taxes paid 20 (14,826,420) {12,273,7712)
Contributions to retirement fund 21 (42,737,336) (29,530,261)
Payment of retirement 21 (92,237) -
Net cash flows provided by operating activities 206,783,748 242,775,146
Cash flows from investing activities
Acquisition of shares of stocks of subsidiaries g {35,000,000)
Withdrawal of investment in a subsidiary g 200 -
Acquisition of investment in financial assets at FYOCI 8 {10,000,000) (15,000,000)
Acquisition of property and equipment 10 (114,827,700) (77,618,512)
Net cash flows used in investing activities (159,827,500) (92,618,512)
Cash flows from financing activities
Proceeds from loan availments 16 143,315,585 191,244,663
Payment of loans 16 (150,338,100) (236,359,304)
Additional revolying fund 24 226,803 230,859
Net cash flows used in financing activities (6,795,712) {44,883,782)
Net increase in cash on hand and in banks 40,160,536 105,272,852
Cash on hand and in banks
At January 1 456,649,837 351,376,985
At December 31 5 #496,810,373 P456,649,837
Information on significant non-cash transactions:
Release of appropriation of funds 24 #30,503,215 P9,496,785
Transfer of retirement liability to a subsidiary 21 - 2,215,646
Operational cash flows from interest:
interest received P758,065,482 P689,686,964
Interest paid 29,253,328 26,350,181

See Notes to the Separate Financial Statements.
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ARDCI MICROFINANCE, INCORPORATED
(A non-stock, non-profit Organization)

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

Reporting Entity

ARDCI Microfinance, Incorporated (the “Organization™), is a non-stock, non-profit organization
incorporated under the laws of the Republic of the Philippines. it was registered with the Securities
and Exchange Commission (SEC) on September 11, 1998 per SEC Registration No. 1199800277 It
started its operations on January 1, 2000.

The Organization’s registered address is located at Sta. Elena, Virac, Catanduanes.
On October 8, 2013, the Organization transferred its office to the 3rd Floor of ARDCI Corporate Bldg.
located at San Roque, Virac, Catanduanes. The amended Articles of Incorporation of the
Organization for the change in address was approved by SEC on June 22, 2015.

On April 18, 2017, upon majority vote of the Board of Trustees (BOT) and by the vote of more
than two-thirds of the members of the Organization the motion to change the name of the
Organization from ARDCI NGO Group, Inc. to ARDCI Microfinance, Incorporated was approved in
compliance with the Republic Act (R.A.) 10693, otherwise known as Microfinance NGOs Act.
Accordingly, the Articles of Incorporation and By-laws were amended and approved by SEC on
August 23, 2017.

The Organization was created under the Catanduanes Agricultural Support Programme (CatAg) to
implement the microfinance component of the Programme. CatAg terminated its operations in
April 2003. The Organization’s incorporators and members are farmers and fisherfolks who formed
the Organization primarily to promote members/subisidiaries/affiliates’ participation in
socio-economic activities leading to their development and transformation into self-reliant and
self-fulfilling communities through financial services, specifically, microfinance operations.
The purpose of the Organization also includes the establishment, development and strengthening
of the Savings and Loans System (SLS) at the barangay level, thus, encouraging members to develop
the value of saving for their future providential and/or emergency needs.

The Organization has 92 and 76 branches as at December 31, 2019 and 2018, respectively, in
Catanduanes and in the provinces of Albay, Sorsogon, Camarines Sur, Camarines Norte, Quezon,
Laguna, Batangas, Mindoro, Marinduque, Bataan, Zambales, Pampanga, Pangasinan, Bulacan,
Tarlac, Samar, Leyte, Negros, lloilo and Palawan. The Organization has a membership of 189,210
and 150,973 in 2019 and 2018, respectively.

The Organization currently holds interest in five (5) subsidiaries as follows:

Effective Percentage of
Controlling Interest

Subsidiaries Line of Business 2019 2018
ARDCIBank, Inc. - A Rural Bank (ABI) Rural banking 79.66% 79.66%
ARDCI Corporate Inn, Inc. (ACl) Hotel and restaurant 98.55% 98.55%
ARDCI Prime Security Services (APSS), Inc. Security agency 99.98% 99.98%
ARDCI Abaca Trading Corporation (ATC) Retail 99.89% -

ARDCI Credit Corporation (ACC) Financing 99.88% -
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ARDCIBank, Inc. - A Rural Bank

ABI was incorporated in the Philippines pursuant to RA No. 7353 and to Monetary Board Resolution
No. 355 dated March 7, 2002. ABI was granted authority on October 3, 2002 to operate as a
microfinance-oriented rural organization subject to the rules and regulations of the Bangko Sentral
ng Pilipinas (BSP) and other applicable laws.

The principal office of ABI is at Ground Floor ARDCI Corporate Building, 5an Roque, Virac,
Catanduanes.

ARDCI Corporate Inn, Inc.

ACl was registered with the SEC on July 26, 2013 with the primary purpose of providing travelers
to Virac, Catanduanes with affordable lodging or shelter, food and refreshment, entertainment,
fitness and recreation, and amenities that are customarily furnished within households but
unavailable to travelers. [t started its operations in October 2013.

The principal office of ACl is at ARDCI Corporate Building, San Roque, Virac, Catanduanes.

ARDCI Prime Security Services, Inc.

APSS is a stock corporation under the laws of the Republic of the Philippines. It was registered
with the SEC on February 15, 2017. APSS’ principal activity is to engage in the provision of private
security services. It started its operations on August 2017.

The principal office of APSS is at 2nd Floor, ARDCI Corporate Building, San Roque, Virac,
Catanduanes.

ARDCI Abaca Trading Corporation
ATC was registered in SEC on July 26, 2019 with primarily purpose to engage in Abaca Trading
activities. As at December 31, 2019, it has not yet started its operation.

The principal office of ATC is at ARDCI Corporate Building, San Roque, Virac, Catanduanes.

ARDCI Credit Corporation
ACC was registered in SEC on October 22, 2019 with primarily purpose to engage in business of
financing company. As at December 31, 2019, it has not yet started its operation.

The principal office of ACC is at ARDCI Corporate Building, San Roque, Virac, Catanduanes.

The separate financial statements were approved and authorized for issuance in accordance with
a resolution by the BOT on June 4, 2020.

Basis of Preparation and Statement of Compliance

Statement of compliance

The accompanying separate financial statements have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS). PFRS are based on International Financial
Reporting Standards issued by the International Accounting Standards Board (IASB). PFRS consist
of PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations issued by the
Philippine Financial Reporting Standards Council (FRSC).

Basis of measurement

The separate financial statements of the Organization have been prepared on the historical cost
basis, except for financial assets at fair value through other comprehensive income (FVOCI) which
are measured at fair value on each reporting date.
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The Organization also prepares and issues consolidated financial statements for the same period
in which it consolidates its investments in subsidiaries. Such consolidated financial statements
provide information about the economic activities of the Organization and its subsidiaries.

Functional and Presentation Currency
The separate financial statements are presented in Philippine Peso (P}, which is the functional

currency of the Organization. All values are rounded off to the nearest peso.

Significant Accounting Policies

Adoption of new and amended PFRS
The accounting policies adopted are consistent with those of the previous financial year, except

for the adoption of the following new and amended PFRS which the Organization adopted
effective for annual periods beginning on or after January 1, 2010:

s PFRS 16, Leases - PFRS 16 supersedes PAS 17 Leases, International Financial Reporting
Interpretations Committee (IFRIC) 4 Determining whether an Arrangement contains a Lease,
Standing Interpretations Committee (SIC} Interpretation No 15 Operating lLeases-Incentives
and SIC-27 Evaluating the Substance of Transactions Involving the Legal form of a Lease. The
standard sets out the principles for the recognition, measurement, presentation and
disclosure of leases and requires almost all leases to be brought onto lessees’ statement of
financial position under a single model (except leases of less than 12 months and leases of
low-value assets), eliminating the distinction between operating and finance leases.

Lessor accounting under PFRS 16 is substantially unchanged from PAS 17, Lessors will continue
to classify leases as either operating or finance leases using similar principles as in PAS 17,
Therefore, PFRS 16 does not have an impact for leases where the Organization is the lessor.

The adoption of PFRS 16 has no significant impact to the Organization.

The Organization elected to use the recognition exemptions for lease contracts that, at the
commencement date, have a lease term of 12 months or less and do not contain a purchase
option (short-term leases), and lease contracts for which the underlying asset is of low value
(low-value assets). The Organization recognized the lease payments associated with lease
contracts as an expense on a straight-line basis over the lease term.

o IFRIC Interpretation 23, Uncertainty over Income Tax Treatment - The Interpretation
addresses the accounting for income taxes when tax treatments involve uncertainty that
affects the application of PAS 12 Income Taxes. It does not apply to taxes or levies outside
the scope of PAS 12, nor does it specifically include requirements relating to interest and
penalties associated with uncertain tax treatments. The Interpretation specifically addresses
the following:

o Whether an entity considers uncertain tax treatments separately

o The assumptions an entity makes about the examination of tax treatments by taxation
authorities

o How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused
tax credits and tax rates

o How an entity considers changes in facts and circumstances

The Organization determines whether to consider each uncertain tax treatment separately or

together with one or more other uncertain tax treatments and uses the approach that better
predicts the resolution of the uncertainty.
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The Organization applies significant judgement in identifying uncertainties over income tax
treatments.

Amendments to PFRS 9: Prepayment Features with Negative Compensation - Under PFRS 9,
a debt instrument can be measured at amortized cost or at FVOCI, provided that the
contractual cash flows are ‘solely payments of principal and interest on the principal amount
outstanding’ (the “SPPI” criterion) and the instrument is held within the appropriate business
model for that classification. The amendments to PFRS 9 clarify that a financial asset passes
the SPPI criterion regardless of an event or circumstance that causes the early termination of
the contract and irrespective of which party pays or receives reasonable compensation for
the early termination of the contract.

These amendments had no impact on the separate financial statements of the Organization,

Amendments to PAS 19: Plan Amendment, Curtailment or Settlement - The amendments to
PAS 19 address the accounting when a plan amendment, curtailment or settlement occurs
during a reporting period. The amendments specify that when a ptan amendment, curtailment
or settlement occurs during the annual reporting period, an entity is required to determine
the current service cost for the remainder of the period after the plan amendment,
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) reflecting the benefits offered under the plan and the plan assets
after that event. An entity is also required to determine the net interest for the remainder
of the period after the plan amendment, curtailment or settlement using the net defined
benefit liability (asset) reflecting the benefits offered under the plan and the plan assets
after that event, and the discount rate used to remeasure that net defined benefit liability

{asset}.

The amendments had no impact on the separate financial statements of the Organization as
it did not have any plan amendments, curtailments, or settlements during the period.

Annual Improvements 2015-2017 Cycle

o PAS 12, Income Taxes - The amendments clarify that the income tax consequences of
dividends are linked more directly to past transactions or events that generated
distributable profits than to distributions to owners. Therefore, an entity recognizes the
income tax consequences of dividends in profit or loss, other comprehensive income or
equity according to where it originally recognized those past transactions or events.

An entity applies the amendments for annual reporting periods beginning on or after
January 1, 2019, with early application permitted. When the entity first applies those
amendments, it applies them to the income tax consequences of dividends recognized on
or after the beginning of the earliest comparative period.

Since the Organization’s current practice is in line with these amendments, they had no
impact on the separate financial statements of the Organization.

o PAS 23, Borrowing Costs - The amendments clarify that an entity treats as part of general
borrowings any borrowing originally made to develop a qualifying asset when substantially
all of the activities necessary to prepare that asset for its intended use or sale are
complete.

The entity applies the amendments to borrowing costs incurred on or after the beginning
of the annual reporting period in which the entity first applies those amendments. An
entity applies those amendments for annual reporting periods beginning on or after
January 1, 2019, with early application permitted.
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Since the Organization’s current practice is in line with these amendments, they had no
impact on the separate financial statements of the Organization.

The adoption of the foregoing new and amended PFRS did not have any material effect on the
separate financial statements of the Organization.

Amended PFRS issued but not yet effective
Relevant amended PFRS which are not yet effective for the year ended December 31, 2019 and
have not been applied in preparing the separate financial statements are summarized below.

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

e Amendments to PAS 1 and PAS 8, Definition of Material - The amendments address the
definition of material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose financial statements make on
the basis of those financial statements, which provide financial information about a specific
reporting entity

Deferred effectivity -

e Amendments to PFRS 10, Consolidated Financial Statements and PAS 28, Investments in
Associates and Joint Ventures - Sale or Contribution of Assets Between an Investor and its
Associate or Joint Venture - The amendments address a current conflict between the two
standards and clarify that a gain or loss should be recognized fully when the transaction
involves a business, and partially if it involves assets that do not constitute a business. The
effective date of the amendments, initially set for annual periods beginning on or after
January 1, 2016, was deferred indefinitely in December 2015 but earlier application is still
permitted.

Under prevailing circumstances, the adoption of the foregoing amended PFRS is not expected to
have any material effect on the separate financial statements of the Organization.

Current versus noncurrent classification

The Organization presents assets and liabilities in the separate statements of financial position
based on current and noncurrent classification. An asset is current when it is: (a) expected to be
realized or intended to be sold or consumed in the normal operating cycle; (b} held primarily for
the purpose of trading; (c) expected to be realized within 12 months after the reporting period;
or {d) cash or cash equivalent unless restricted from being exchanged or used to settle a liability
for at least 12 months after the reporting period.

A liability is current when it is: (a) expected to be settled in the normal operating cycle; (b) held
primarily for trading; (c) due to be settled within 12 months after the reporting period; or
(d) there is no unconditional right to defer the settlement of the liability for at least 12 months
after the reporting pericd.

The Organization classifies all other assets and liabilities as noncurrent. Deferred tax assets and
liabilities are classified as noncurrent.

Financial assets and financial liabilities

Date of recognition. The Organization recognizes a financial asset or a financial liability in the
separate statements of financial position when it becomes a party to the contractual provisions
of a financial instrument. In the case of a regular way purchase or sale of financial assets,
recognition and derecognition, as applicable, is done using settlement date accounting.
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Initial recognition and measurement. Financial instruments are recognized initially at fair value,
which is the fair value of the consideration given (in case of an asset) or received (in case of a
liability). The initial measurement of financial instruments, except for those designated at fair
value through profit and loss (FVPL), includes transaction cost.

“Day 1” difference. Where the transaction in a non-active market is different from the fair value
of other observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Organization recognizes
the difference between the transaction price and fair value (a *Day 1” difference) in profit or
loss. In cases where there is no observable data on inception, the Organization deems the
transaction price as the best estimate of fair value and recognizes “Day 1" difference in profit or
loss when the inputs become observable or when the instrument is derecognized. For each
transaction, the Organization determines the appropriate method of recognizing the “Day 1"
difference.

Classification. The Organization classifies its financial assets at initial recognition under the
following categories: (a) financial assets at FVPL, (b) financial assets at amortized cost and
(c) financial assets at fair value through FVOCI. Financial liabilities, on the other hand, are
classified as either financial liabilities at FVPL or financial liabilities at amortized cost. The
classification of a financial instrument largely depends on the Organization’s business model and
jts contractual cash flow characteristics.

Financial assets and liabilities at FVYPL. Financial assets and liabilities at FVPL are either classified
as held for trading or designated at FVPL. A financial instrument is classified as held for trading
if it meets either of the following conditions:

e it is acquired or incurred principally for the purpose of selling or repurchasing it in the near
term;

« on initial recognition, it is part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent actual pattern of short-term
profit-taking; or

« itisa derivative (except for a derivative that is a financial guarantee contract or a designated
and effective hedging instrument).

This category includes equity instruments which the Organization had not irrevocably elected to
classify at FYOCI at initial recognition. This category includes debt instruments whose cash flows
are not SPPI assessed at initial recognition of the assets, or which are not held within a business
model whose objective is either to collect contractual cash flows, or to both collect contractual
cash flows and sell.

The Organization may, at initial recognition, designate a financial asset or financial liability
meeting the criteria to be classified at amortized cost or at FVOCI, as a financial asset or financial
liability at FVPL, if doing so eliminates or significantly reduces accounting mismatch that would
arise from measuring these assets or liabilities.

After initial recognition, financial assets at FYPL and held for trading financfal liabilities are
subsequently measured at fair value. Unrealized gains or losses arising from the fair valuation of
financial assets at FYPL and held for trading financial liabilities are recognized in profit or loss.

For financial liabilities designated at FVPL under the fair value option, the amount of change in
fair value that is attributable to changes in the credit risk of that liability is recognized in other
comprehensive income (rather than in profit or loss), unless this creates an accounting mismatch.
Amounts presented in other comprehensive income are not subsequently transferred to profit or
loss.

The Organization does not have financial assets and liabilities at FVPL.
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Financial assets at amortized cost. Financial assets shall be measured at amortized cost if both
of the following conditions are met:

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

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

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

The Organization’s cash on hand and in banks, loans and other receivables and refundable deposits
are included under this category (see Notes 5, 6 and 12).

Financial assets at FYOCI. For debt instruments that meet the contractual cash flow characteristic
and are not designated at FVPL under the fair value option, the financial assets shall be measured
at FYOCI if both of the following conditions are met:

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

« the contractual terms of the financial asset give rise, on specified dates, to cash flows that
are SPPI on the principal amount outstanding.

For equity instruments, the Organization may irrevocably designate the financial asset to be
measured at FYOC[ in case the above conditions are not met.

Financial assets at FVOC| are initially measured at fair value plus transaction costs. After initial
recognition, interest income (calculated using the EIR method), foreign currency gains or losses
and impairment losses of debt instruments measured at FVOCI are recognized directly in profit or
loss. When the financial asset is derecognized, the cumulative gains or losses previously
recognized in other comprehensive income are reclassified from equity to profit or loss as a
reclassification adjustment.

Dividends from equity instruments held at FVOCI are recognized in profit or loss when the right
to receive payment is established, unless the dividend clearly represents a recovery of part of the
cost of the investment. Foreign currency gains or losses and unrealized gains or losses from equity
instruments are recognized in OCl and presented in the equity section of the separate statements
of financial position. These fair value changes are recognized in equity and are not reclassified to
profit or loss in subsequent periods.

The Organization’s investment in shares of stocks and Peso Diversified Value Fund included under
“Financial Assets at FYOCI” account are classified under this category (see Note 8}.

Financial liabilities at amortized cost. Financial liabilities are categorized as financial liabilities
at amortized cost when the substance of the contractual arrangement results in the Organization
having an obligation either to deliver cash or another financial asset to the holder, or to settle
the obligation other than by the exchange of a fixed amount of cash or another financial asset for
a fixed number of its own equity instruments.
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These financial liabilities are initially recognized at fair value less any directly attributable
transaction costs. After initial recognition, these financial liabilities are subsequently measured
at amortized cost using the effective interest method. Amortized cost is calculated by taking into
account any discount or premium on the issue and fees that are an integral part of the EIR. Gains
and losses are recognized in profit or loss when the liabilities are derecognized or through the
amortization process.

The Organization’s liabilities arising from its members’ deposits, accounts and other payables
(excluding government liabilities), and loans payable are included under this category
(see Notes 13, 14 and 16).

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

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

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

For a financial asset reclassified out of the financial assets at FVPL category to financial assets at
amortized cost, its fair value at the reclassification date becomes its new gross carrying amount.

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

In the case of a financial asset that does not have a fixed maturity, the gain or loss shall be
recognized in profit or loss when the financial asset is sold or disposed. If the financial asset is
subsequently impaired, any previous gain or loss that has been recognized in OCl is reclassified
from equity to profit or loss.

For a financial asset reclassified out of the financial assets at FYPL category to financial assets at
FVOCI, its fair value at the reclassification date becomes its new gross carrying amount.
Meanwhile, for a financial asset reclassified out of the financial assets at FVOCI category to
financial assets at FVPL, the cumulative gain or loss previously recognized in other comprehensive
income is reclassified from equity to profit or loss as a reclassification adjustment at the
reclassification date.
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Impairment of financial assets

Overview of the ECL principles

The ECL allowance is based on the credit losses expected to arise on a 12-month duration if there
has been no significant increase in credit risk of the financial asset since origination. Otherwise
if a significant increase in credit risk is observed, then the ECL estimation is extended until the
end of the life of the financial asset. The 12-month ECL represents the losses that result from
default events on a financial asset which may happen within 12 months after the reporting date.
The Lifetime ECL on the other hand represents the losses that result from default events on a
financial asset which may happen over its life. Both Lifetime ECLs and 12-month ECLs are
calculated on either an individual basis or a collective basis, depending on the nature of the
underlying portfolio of financial instruments.

The major portfolios of financial assets identified upon initial analysis of the Organization’s credit
exposure are loans and accounts receivables and refundable deposits. Loan and other receivables
may be availed by specific individuals. Financial assets are grouped into Stage 1, Stage 2, and
Stage 3 as described below.

Definition of “default” and “cure”

The Organization defines a financial instrument as in default, which is fully aligned with the
definition of credit impaired, in all cases when the borrower delays on its contractual payments.
As a part of a qualitative assessment of whether a customer is in default, the Organization also
considers a variety of instances that may indicate unlikeliness to pay. When such events occur,
the Organization carefully considers whether the event should result in treating the customer as
defaulted. An instrument is considered to be no longer in default (i.e. to have cured) when it no
longer meets any of the default criteria and has exhibited a satisfactory track record.

Significant increase in credit risk

In order to determine whether an instrument is subject to 12-month or Lifetime ECL, the
Organization assesses whether there has been a significant increase in credit risk since initial
recognition. The criteria for determining whether credit risk has increased significantly vary by
portfolio and include quantitative changes in probabilities of default and qualitative factors,
including a backstop based on delinquency. The credit risk of a particular exposure is deemed to
have increased significantly since initial recognition if, based on the Organization’s internal credit
assessment, the borrower or counterparty is determined to have well-defined credit weaknesses.
These may include adverse trends or developments of financial, managerial, economic or political
nature, or a significant weakness in collateral. Credit weakness may be manifested by unfavorable
record or unsatisfactory characteristics or may only be potential that deserves management’s
close attention and may lead to significant losses or may result in collection or liquidation of the
outstanding loan amount to be highly improbable. For exposures without internal credit grades,
if contractual payments are more than a specified day past due threshold, the credit risk is
deemed to have increased significantly since initial recognition. Days past due are determined by
counting the number of days since the earliest elapsed due date in respect of which full payment
has not been received. In subsequent reporting periods, if the credit risk of the financial asset
improves such that there is no longer a significant increase in credit risks since initial recognition,
the Organization shall revert to recognizing a 12-month ECL.
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Staging assessment
For non-credit-impaired financial assets:

e Stage 1 is comprised of all non-impaired financial assets which have not experienced a
significant increase in credit risk since initial recognition. The Organization recognizes a
12-month ECL for Stage 1 financial assets.

» Stage 2 is comprised of all non-impaired financial assets which have experienced a significant
increase in credit risk since initial recognition. The Organization recognizes a lifetime ECL for

Stage 2 financial assets.
For credit-impaired financial assets:

Financial assets are classified as Stage 3 when there is objective evidence of impairment as a
result of one or more loss events that have occurred after initial recognition with a negative
impact on the estimated future cash flows of a financial asset or a portfolio of financial assets.
The ECL model requires a lifetime ECL for impaired financial assets.

Financial assets that are credit-impaired on initial recognition are classified as purchased or
originated credit-impaired assets. These are recorded at fair value at original recognition and
interest income is subsequently recognized based on a credit adjusted EIR. ECL is only recognized
or released to the extent that there is a subsequent change in the ECLs.

Assessment of ECL on a collective basis

The Organization calculates ECL either on an individual or a collective basis. The Organization
performs collective impairment by grouping exposures into smaller homogenous portfolios based
on a combination of borrower and account characteristics. Accounts with similar risk attributes
(i.e. facility, security, credit rating, and collateral type, etc.) are pooled together for calculating
provisions based on the ECL models.

ECL parameters and methodologies

ECL is a function of the probability of default (PD), exposure-at-default (EAD), and loss-given
default {(LGD), with the timing of the loss also considered, and is estimated by incorporating
forward-looking economic information and through the use of experienced credit judgement.

The PD represents the likelihood that a credit exposure will not be repaid and will go into default
in either a 12-month horizon for Stage 1 or lifetime horizon for Stage 2. The PD for each individual
financial asset is modelled based on historical data and is estimated based on current market
conditions and reasonable and supportable information about future economic conditions. The
Organization segmented its credit exposures based on homogenous risk characteristics and
developed a corresponding PD methodology for each portfolio. The PD methodology for each
relevant portfolio is determined based on the underlying nature or characteristic of the portfolio,
behavior of the accounts and materiality of the segment as compared to the total portfolio.

EAD consists of the amortized cost and any accrued interest receivable. For off-balance sheet and

undrawn committed amounts, FAD includes a credit conversion factor which is an estimate of any
further amount to be drawn at the time of default.
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LGD is the amount that may not be recovered in the event of default and is modelled based on
historical cash flow recovery and reasonable and supportable information about future economic
conditions, where appropriate. LGD takes into consideration the amount and quality of any
cotlateral held. The Organization applies a simplified ECL approach for its loans and accounts
receivables wherein the Organization uses a provisioning matrix that considers historical changes
in the behavior of the portfolio to predict conditions over the span of a given observation pericd.

Forward-looking information

The Organization incorporates forward-looking information into both its assessment of whether
the credit risk of a financial asset has increased significantly since its initial recognition and its
measurement of ECL. A broad range of forward-looking information are considered as economic
inputs, such as growth of the gross domestic product, inflation rates, unemployment rates,
interest rates and BSP statistical indicators. The inputs and models used for calculating ECL. may
not always capture all characteristics of the market at the date of the financial statements. To
reflect this, qualitative adjustments or overlays are occasionally made as temporary adjustments
when such differences are significantly material.

Financial assets at FYOCI

The ECL for financial assets at FYOCI do not reduce the carrying amount of these financial assets
in the statements of financial position, which remains at fair value. Instead, an amount equal to
the allowance that would arise if the assets were measured at amortized cost is recognized in OCl
as an accumulated loss amount, with a corresponding charge to profit or loss. The accumulated
loss recognized in OCl is recycled to profit or loss upon derecognition of these financial assets.

Derecognition of financial assets and liabilities

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

s the right to receive cash flows from the asset has expired;

o the Organization retains the right to receive cash flows from the financial asset, but has
assumed an obligation to pay them in full without material delay to a third party under a
“pass-through” arrangement; or

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

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

Financial liabilities. A financial liability is derecognized when the obligation under the liability is
discharged, cancelled or has expired. When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognized in the separate statements of comprehensive income.
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A modification is considered substantial if the present value of the cash flows under the new
terms, including net fees paid or received and discounted using the original EiR, is different by at
least 10% from the discounted present value of remaining cash flows of the original liability.

The fair value of the modified financial liability is determined based on its expected cash flows,
discounted using the interest rate at which the Organization could raise debt with similar terms
and conditions in the market. The difference between the carrying value of the original liability
and fair value of the new liability is recognized in the separate statements of comprehensive
income.

On the other hand, if the difference does not meet the 10% threshold, the original debt is not
extinguished but merely modified. In such case, the carrying amount is adjusted by the costs or
fees paid or received in the restructuring.

Offsetting of financial assets and liabilities. Financial assets and financial liabilities are offset
and the net amount reported in the separate statements of financial position if, and only if, there
is a currently enforceable legal right to offset the recognized amounts and there is intention to
settle on a net basis, or to realize the asset and settle the liability simultaneously. This is not
generally the case with master netting agreements, and the related assets and liabilities are
presented gross in the separate statements of financial position.

Classification of financial instrument between liability and equity

A financial instrument is classified as liability if it provides for a contractual obligation to:

» Deliver cash or another financial asset to another entity;

« FExchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Organization; or

» Satisfy the obligation other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of own equity shares.

If the Organization does not have an unconditional right to avoid delivering cash or another
financial asset to settle its contractual obligation, the obligation meets the definition of a
financial liability.

Cash on hand and in banks
Cash includes cash on hand and in banks which are subject to insignificant risks of changes in
value. Cash in banks earn interest at prevailing bank deposit rates.

Prepayments and other current assets
Prepayments represent expenses not yet incurred but already paid in cash. Subsequently, these
are charged against profit or loss as they are consumed in the operations or expire with the

passage of time.

Other current assets are recognized when the Organization expects to receive future economic
benefit from the prepayment and the amount can be measured reliably.

Investments in subsidiaries

The Organization’s investments in subsidiaries are accounted for under the cost method as
provided for under PAS 27, Separate Financial Statements. The investments are carried in the
separate statements of financial position at cost less any impairment in value. The Organization
recognizes dividend from a subsidiary in the separate statements of comprehensive income when
its right to receive the dividend is established.
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A subsidiary is an entity controlled by the Organization. The Organization controls an entity when
it is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity.

Property and equipment
Property and equipment, except for land, are stated at cost less accumulated depreciation and

any accumulated impairment in value, Such cost includes the cost of replacing part of the
property and equipment at the time the cost is incurred, if the recognition criteria are met, and
excludes the costs of day-to-day servicing.

The initial cost of property and equipment comprises its construction cost or purchase price,
including import duties, taxes and any directly attributable costs in bringing the asset to its
working condition and location for its intended use. Expenditures incurred after the asset has
been put into operation, such as repairs, maintenance and overhaul costs, are normally
recognized as expense in the period the costs are incurred. Major repairs are capitalized as part
of property and equipment only when it is probable that future economic benefits associated with
the items will flow to the Organization and the cost of the items can be measured reliably.

Depreciation, which commences when the assets are available for their intended use, is computed
using the straight-line method over the following estimated useful lives of the assets:

Property classification Estimated useful life
Building 25 years

Land improvements 5 years
Furniture, fixtures and equipment 3 - 5years

The remaining useful lives and depreciation method are reviewed and adjusted periodically, if
appropriate, to ensure that such periods and method of depreciation are consistent with the
expected pattern of economic benefits from the items of property and equipment.

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

Fully depreciated assets are retained in the accounts until they are no longer in use.

An item of property and equipment is derecognized when either it has been disposed of or when
it is permanently withdrawn from use and no future economic benefits are expected from its use
or disposal. Any gain or loss arising from the retirement and disposal of an item of property and
equipment (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is recognized in the separate statements of income in the period of
retirement and disposal.

Construction in progress
Construction in progress represents capitalized expenses incurred in setting up or constructing

new facilities or other assets. Depreciation starts when construction of these assets is completed
and the asset is transferred to the respective category of property and equipment i.e., when the
asset is put to commercial use,

Investment property

Investment property consists of property held to earn rentals and/or for capital appreciation but
not for sale in the ordinary course of business, used in the production or supply of goods or services
or for administrative purposes. Investment property, except for land, is measured at cost
including transaction costs less accumulated depreciation and any accumulated impairment in
value. The carrying amount includes the cost of replacing part of an existing investment property
at the time the cost is incurred, if the recognition criteria are met, and excludes the costs of
day-to-day servicing of an investment property. Land is stated at cost less any impairment in
value,
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Depreciation of depreciable investment property is calculated on a straight-line basis over the
estimated useful life of the property of twenty-five (25) years from the date of acquisition. The
accumulated impairment in value is established through impairment loss charged to current
operations.

The useful lives and depreciation method are reviewed and adjusted, if appropriate, at each
reporting date.

Investment property is derecognized either when it has been disposed of or when it is permanently
withdrawn from use and no future economic benefit is expected from its disposal. Any gain or
loss on the retirement and disposal of investment property is recognized in the separate
statements of comprehensive income in the period of retirement and disposal.

Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation or commencement of an operating lease to another
party. Transfers are made from investment property when, and only when, there is a change in
use, evidenced by commencement of the owner-occupaticn or commencement of development
with a view to sell.

For a transfer from investment property to owner-occupied property or inventories, the cost of
property for subsequent accounting is its carrying amount at the date of change in use. If the
property occupied by the Organization as an owner-occupied property becomes an investment
property, the Organization accounts for such property in accordance with the policy stated under
property and equipment up to the date of change in use.

Impairment of non-financial assets

The carrying amounts of prepayments and other current assets, investment in subsidiaries,
property and equipment, and investment property are reviewed for impairment when events or
changes in circumstances indicate that the carrying amount may not be recoverable. If any such
indication exists, and if the carrying amount exceeds the estimated recoverable amount, the
assets or cash-generating units are written down to their recoverable amounts. The recoverable
amount of the asset is the greater of fair value less costs to sell and value in use. The fair value
less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction
between knowledgeable, willing parties, less costs of disposal. Value in use is the present value
of estimated future cash flows expected to arise from the continuing use of an asset and from its
disposal at the end of its useful life.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For an asset that does not generate largely independent cash
inflows, the recoverable amount is determined for the cash-generating unit to which the asset
belongs. Impairment losses are recognized in the separate statements of comprehensive income
in those expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to determine the asset’s recoverable amount since
the last impairment loss was recognized. If that is the case, the carrying amount of the asset is
increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognized
for the asset in prior years. Such reversal is recognized in the separate statements of
comprehensive income. After such a reversal, the depreciation charge is adjusted in future
periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic
basis over its remaining useful life.
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Fair value measurements
The Organization measures a number of financial and non-financial assets and liabilities at fair

value at each reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either: (a) in the principal market for the asset or liability; or (b) in the
absence of a principal market, in the most advantageous market for the asset or liability. The
principal or most advantageous market must be accessible to the Organization.

The fair value of an asset or liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their best
economic interest.

The Organization uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the separate financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

* Level 1: quoted prices (unadjusted) in active market for identical assets or liabilities;
» Level 2: inputs other than quoted prices included within Level 1 that are observable for the

asset or liability, either directly or indirectly; and
= Level 3: inputs for the asset or liability that are not based on observable market data.

For assets and liabilities that are recognized in the separate financial statements on a recurring
basis, the Organization determines whether transfers have occurred between levels in the
hierarchy by re-assessing the categorization at the end of each reporting period.

For the purpose of fair value disclosures, the Organization has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level
of the fair value hierarchy.

Deferred income from Grants

Grants, including non-monetary grants at fair value, are recognized only when there is reasonable
assurance that the Organization will comply with any conditions attached to the grant and the
grant will be received.

Grants are recognized as income over the period necessary to match them with the related cost,
for which they are intended to compensate, on a systematic basis and should not be credited
directly to members’ equity.

Provisions

Provisions are recognized when: (a) the Organization has a present obligation (legal or
constructive) as a result of past events; (b) it is probable (i.e., more likely than not) that an
outflow of resources embodying economic benefits will be required to settle the obligation; and
(c) a reliable estimate of the amount of the obligation can be made. Where some or all of the
expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognized as a separate asset only when it is virtually certain that
reimbursement will be received. The amount recognized for the reimbursement shall not exceed
the amount of the provision. Provisions are reviewed at each reporting date and adjusted to
reflect the current best estimate.
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If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessment of the time
value of money and the risks specific to the liability. Where discounting is used, the increase in
the provision due to the passage of time is recognized as interest expense.

Contingencies
Contingent liabilities are not recognized in the separate financial statements. They are disclosed

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

Fung balance

Fund balance includes one-time-payment of non-refundable membership fee, actuarial gains
(losses) on retirement liability, and all appropriated and unappropriated current and prior period
results.

Appropriated fund balance pertains to funds restricted for a particular purpose such as
appropriation for building construction, contingency fund, and social development responsibility.
Unappropriated fund balance includes all current and prior period results as disclosed in the
separate statements of comprehensive income and separate statements of changes in fund
balance, free of any restriction.

Qther comprehensive loss

Other comprehensive income comprises items of income and expense, including items previously
presented under the separate statements of changes in fund balance, that are not recognized in
profit or loss for the year. Other comprehensive loss of the Organization pertains to actuarial loss
on retirement liability and net unrealized loss on financial assets through FYOCI.

Revenue recognition
Revenue from contract with customers is recognized when the performance obligation in the

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

The Organization also assesses its revenue arrangements to determine if it is acting as a principal
or as an agent. The Organization has assessed that it acts as a principal in all of its revenue
sources.

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

Interest income on loans and other receivables. Interest income on loans and other receivables
is recognized in profit or loss for all financial instruments measured at amortized cost using the
EIR method. The EIR is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instruments or a shorter period, where appropriate, to
the net carrying amount of the financial asset or financial liability. When calculating the EIR, the
Organization estimates cash flows considering all contractual terms of the financial instrument
(for example, prepayment options) but does not consider future credit losses. The calculation
includes all fees paid or received between parties to the contract that are an integral part of the
EIR, transaction costs, and all other premiums or discounts.
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Interest income on deposits and placements. Interest income on deposits and placements is
recognized as the interest accrues usually on a time proportion basis taking into account the
effective vield on the asset or EIR. Interest income earned from deposits and placements in banks
is presented net of applicable tax withheld by banks.

Service charges. Service charges are related to the administration and servicing of loans and are
recognized when the service has been provided.

Rental income. Revenue from operating lease is recognized on a straight-line basis over the
related lease terms.

Other income. Other income is recognized when earned.

Interest expense

Interest expense on members’ deposits is recognized in profit or loss when incurred. it is
calculated using the effective interest method based on the average daily balance and is credited
to the members’ accounts regularty.

Interest incurred on loans payable is recognized in profit or loss when incurred.

Costs and expenses

Costs and expenses are decreases in economic benefits during the accounting period in the form
of outflows or decrease of assets or incurrence of liabilities that result in decreases in equity,
other than those relating to distributions to equity participants. Expenses are recognized when
incurred.

Emplovee benefits

Short-term benefits. The Organization recognizes a liability, net of amounts already paid and an
expense for services rendered by employees during the period. Unpaid benefits at the end of the
financial reporting period are recognized as accrued expense while benefits paid in advance are
recognized as prepayment to the extent that these will lead to a reduction in future payments.
Short-term benefits given by the Organization to its employees include salaries and wages, social
security contributions, short-term compensated absences, bonuses and non-monetary benefits.

Retirement benefits. The Organization has a funded, non-contributory defined benefit plan
covering all of its regular officers and employees. Benefits are based on the employee’s years of
service and final plan salary. The actuarial present value of the retirement benefit obligation
under the plan is measured in terms of actuarial assumptions of mortality, investment yield and
salary increase rates. Actuarial valuations are conducted with sufficient regularity, with option
to accelerate when significant changes to underlying assumptions occur.

The retirement asset recognized in the separate statements of financial position is the present
value of the Organization’s fair value of plan assets at the end of the financial reporting period
less the defined benefit obligation (DBO). The retirement asset is adjusted for any effect of
limiting it to the asset ceiling, which is the present value of any economic benefits available in
the form of refunds from the plan or reductions in future contributions to the plan.

The DBO is calculated by an independent actuary using the projected unit credit method. Under
this method, the current service cost is the present value of retirement benefits payable in the
future with respect to services rendered in the current year. The present value of the DBO is
determined by discounting the estimated future cash outflows using interest rate on government
bonds 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 retirement obligation.
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Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to equity in OCI in the period in which they arise.

Past service costs are recognized immediately in profit or loss.

Leases

At the inception of a contract, the Organization assesses whether a contract is, or contains, a
lease. A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a contract
conveys the right to control the use of an identified asset, the Organization assesses whether:

» the contract involves an identified asset - this may be specified explicitly or implicitly, and
should be physically distinct or represent substantially all of the capacity of a physically
distinct asset. If the supplier has a substantive substitution right, then the asset is not
identified;

e the Organization has the right to obtain substantially all of the economic benefits from use
of the asset throughout the period of use; and

e the Organization has the right to direct the use of the asset. The Organization when it has
the decision-making rights that are most relevant to changing how and for what purpose the
asset is used. The Organization has the right to direct the use of the asset of either:

- the Organization has the right to operate the asset; or
- the Organization designed the asset in a way that predetermines how and for what purpose
it will be used.

This policy is applied to contracts entered into, or changed, on or after January 1, 2019.

Organization as lessee. The Organization applies the short-term lease recognition exemption to
its short-term leases of office spaces and staff houses (i.e., those leases that have a lease term
of 12 months or less from the commencement date and do not contain a purchase option). It also
applies the lease of tow-value assets recognition exemption to leases of office equipment that
are considered to be low value. Lease payments on short-term leases and leases of low-value
assets are recognized as expense on a straight-line basis over the lease term.

Organization as lessor. Leases where the Organization does not transfer substantially all the risks
and rewards of ownership of the assets are classified as operating leases. Rent income from
operating leases is recognized as income on a straight-line basis over the lease term.
Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of
the leased asset and recognized as an expense over the lease term on the same basis as rent
income. Contingent rents are recognized as income in the period in which they are earned.

Taxes

Current tax. Current tax is the expected tax payable or receivable on the taxable income or loss
for the year, using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.

Current tax relating to items recognized directly in equity is recognized in equity and not in the
separate statements of comprehensive income. The Organization periodically evaluates positions
taken in the tax returns with respect to situations in which applicable tax regulations are subject
to interpretations and establishes provisions where appropriate.

Deferred tax. Deferred tax is recognized using the liability method in respect of temporary

differences between the carrying amounts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes.

LM AVRE



Deferred tax liabilities are recognized using the liability method for all taxable temporary
differences.

Deferred tax assets are recognized for all deductible temporary differences, carryforward
benefits of unused tax credits - Minimum Corporate Income Tax (MCIT) and unused tax losses -
Net Operating Loss Carry Over (NOLCO), to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carryforward benefits
of MCIT and NOLCO can be utilized.

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

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the Organization expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date.

Current tax and deferred tax are recognized in the separate statements of comprehensive income,
except to the extent that it relates to a business combination, or items recognized directly in
equity or in other comprehensive income.

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

Related parties
Parties are considered to be related if one party has the ability, directly or indirectly, to control

the other party or exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if they are subject to common
control and significant influence. Related parties may be individuals or corporate entities.

Events after the reporting date
Post year-end events that provide additional information about the Organization’s financial

position at the reporting date (adjusting events) are reflected in the separate financial
statements. Post year-end events that are not adjusting events are disclosed in the notes to the
separate financial statements when material.

Use of Estimates and Assumptions, and Judgments

The preparation of the separate financial statements in accordance with PFRS requires
management to make estimates and assumptions, and judgments that affect the application of
accounting policies and the amounts of assets, liabilities, income and expenses reported in the
separate financial statements at the reporting date. However, uncertainty about these estimates
and assumptions, and judgments could result in an outcome that could require a material
adjustment to the carrying amount of the affected asset or liability in the future,

AV A



Estimates and judgments 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. Revisions are recognized in the period in which the estimates and judgments
are revised and in any future period affected.

Estimates and assumptions

The key estimates and assumptions used in the separate financial statements are based upon the
Organization’s evaluation of relevant facts and circumstances as at the date of the separate
financial statements. Actual results could differ from such estimates.

Fair value measurements. A number of the Organization’s accounting policies and disclosures
require the measurement of fair values for both financial and non-financial assets and liabilities.
The Organization uses market observable data when measuring the fair value of an asset or
liability. Fair values are categorized into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques (see Note 25). '

If the inputs used to measure the fair value of an asset or a liability can be categorized in different
levels of the fair value hierarchy, then the fair value measurement is categorized in its entirety
in the same level of the fair value hierarchy based on the lowest level input that is significant to
the entire measurement.

The Organization recognizes transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

Allowance for ECL on loans and other receivables. The Organization reviews its debt financial
assets subject to ECL on a regular basis with updating provisions made during the intervals as
necessary based on the continuing analysis and monitoring of individual accounts by credit
officers. The measurement of credit losses across all categories of such financial assets requires
judgment, in particular, the estimation of the amount and timing of future cash flows and
collateral values when determining credit losses and the assessment of a significant increase in
credit risk. These estimates are driven by a number of factors, changes in which can result in
different levels of allowances.

The Organization’s ECL calculation is based on the guidelines issued by the Microfinance Council
of the Philippines, Inc., which is based on the age of the loans and other factors affecting the
collectability of accounts. These factors include, but are not limited to, the length of the
Organization’s relationship with the counterparties, the current credit status based on third party
credit reports and known market forces, average age of accounts, collection experience,
historical loss experience and forward-looking adjustments. The Organization calibrates the
calculation to adjust the historical credit loss experience with forward-looking information. For
instance, if forecast economic conditions (i.e. increase in inflation rate) are expected to
deteriorate over the next year which can lead to an increased number of defaults, the historical
default rates are adjusted. At every reporting date, the historical observed default rates are
updated and changes in the forward-looking estimates are analyzed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Organization’s historical credit loss
experience and forecast of economic conditions may also not be representative of customer’s
actual default in the future.

The amount and timing of the recorded expenses for any period would differ if the Organization
made different judgments or utilized different methodologies. An increase in the allowance for
impairment losses would increase the recorded costs and expenses and decrease current assets.
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The allowance for impairment losses on loans and other receivables amounted to P50,751,382
and P23,533,367 as at December 31, 2019 and 2018 (see Note 6}.

The carrying amounts of loans and other receivables amounted to £1,487,322,138 and
®1,404,040,436 as at December 31, 2019 and 2018, respectively (see Note 6}.

Impairment on financial assets at FYOC!. Impairment loss on financial assets at FYOC| are assessed
when there has been a significant or profonged decline in the fair value below cost or where other
objective evidence of impairment exists. The determination of what is significant or prolonged
requires judgment. In addition, the Organization evaluates other factors, including normal
volatility in share price for quoted equities, and the future cash flows and the discount factors
for unguoted equities.

No impairment loss was recognized in 2019 and 2018.

The carrying amount of financial assets at FVOCI amounted to 24,912,755 and P14,938,178 as
at December 31, 2019 and 2018, respectively (see Note 8).

Estimated useful lives of property and equipment and investrnent property. The Organization
estimates the useful lives of property and equipment and investment property based on the period
over which the assets are expected to be available for use. The estimated useful lives of property
and equipment and investment property 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.

In addition, estimation of the useful lives of property and equipment and investment property is
based on collective assessment of industry practice, internal technical evaluation and experience
with similar assets. It is possible, however, that future financial performance could be materially
affected by changes in estimates brought about by changes in factors mentioned above. The
amounts and timing of recorded expenses for any period would be affected by changes in these
factors and circumstances. A reduction in the estimated useful lives of property and equipment
and investment property would increase the recorded costs and expenses and decrease
noncurrent assets.

The useful lives of the Organization’s property and equipment and investment property are
presented in Note 3.

impairment of non-financial assets. PFRS requires that an impairment review be performed on
investments in subsidiaries, property and equipment and investment property when events or
changes in circumstances indicate that the carrying amount may not be recoverable. Determining
the recoverable amounts of these assets requires the estimation of cash flows expected to be
generated from the continued use and ultimate disposition of such assets. While it is believed
that the assumptions used in the estimation of fair values reflected in the separate financial
statements are appropriate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable amounts and any resulting impairment loss could
have a material adverse impact on the financial performance.

The carrying amount of non-financial assets are as follow:

Note 2019 2018
Property and equipment 10 $259,699,972 P164,291,386
Investment property 11 68,283,031 72,628,608
Investments in subsidiaries 9 69,149,800 34,150,000

P397,132,803 P271,069,994
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Non-financial assets are not impaired based on Organization assessment as at December 31, 2019
and 2018,

Present value of retirement liability. The present value of the DBO depends on a number of factors
that are determined on an actuarial basis using a number of assumptions. The assumptions used in
determining the net cost for retirement include among others, the discount rate and salary increase
rate. Any changes in the assumptions will impact the carrying amount of the retirement obligation.

The Organization determines the appropriate discount rate at the end of each financial reporting
period. This is the interest rate that is used to determine the present value of estimated future cash
outflows expected to be required to settle the retirement obligation. In determining the appropriate
discount rate, the Organization considers the interest rate on government bonds 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 retirement obligation.

Other key assumptions for retirement obligation are based in part on current market conditions.
Additional information is disclosed in Note 21.

While the Organization believes that the assumptions are reasonable and appropriate, significant
differences between actual experiences and assumptions may materially affect the cost of
retirement benefits and related obligations.

Retirement income recognized in profit or loss in 2019 and 2018 amounted to £442,380 and
P337,200, respectively (see Notes 17 and 21).

As at December 31, 2019 and 2018, the present value of DBO of the Organization amounted to
28,888,397 and P14,406,889, respectively (see Note 21).

Realizability of deferred tax assets. The Organization reviews its deferred tax assets at each
reporting date and reduces the carrying amount to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax assets to be
utilized. The Organization’s assessment on the recognition of deferred tax assets on deductible
temporary differences and carryforward benefits of MCIT and NOLCO is based on the projected
taxable income in the following periods.

Estimates of future taxable income indicate that the temporary differences will be realized in
the future. The Organization recognized deferred tax assets of £2,032,361 and P1,424,456 as at
December 31, 2019 and 2018, respectively (see Note 20).

Judgments
In the process of applying the accounting policies, the Organization has made the following

judgments, apart from those involving estimations, which have an effect on the amounts
recognized in the separate financial statements:

Determining whether an arrangement contains a lease. The Organization assesses whether an
arrangement contains a lease based on PFRS 16, as disclosed in Note 3. On adoption of PFRS 16,
the Organization elected to apply the practical expedient on the assessment of which transactions
are considered leases. It applied PFRS 16 only to contracts that were previously identified as
leases. Contracts that were not identified as leases under PAS 17 and IFRC 4 were not reassessed
if there is a lease. Therefore, the definition of lease under PFRS 16 was applied only to contracts
entered into or changed on or after January 1, 2019.

The details of these lease agreements are disclosed in Note 23.
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Organization as lessor. The Organization has entered into lease agreements as a lessor. The
Organization has determined that it retains all the significant risks and rewards of ownership of
the property leased out on operating leases.

Rental income amounted to P1,200,000 in 2019 and 2018 (see Notes 11, 17 and 23).

Determining the lease term of contracts with renewal and termination options - Organization as
lessee. The Organization determines the lease term as the non-cancellable term of the lease,
together with any periods covered by an option to extend the lease if it is reasonably certain to
be exercised, or any periods covered by an option to terminate the lease, if it is reasonably certain
not to be exercised.

The Organization has a lease contract that includes a renewal option subject to the mutual
agreement of both lessee and lessor. The Organization applies judgement in evaluating whether
it is reasonably certain whether the lease contract will be renewed or terminated. That is, it
considers all relevant factors that create an economic incentive for it to exercise either the
renewal or termination. After the commencement date, the Organization reassesses the lease
term if there is a significant event or change in circumstances that is within its control and affects
its ability to renew or to terminate (e.g., construction of significant leasehold improvements or
significant customization to the leased asset).

Based on Organization’s judgment, lease contract shall be treated as a short-term lease since
renewal option of the lease is not yet enforceable and consent of both parties is needed for it to
be exercised.

Evaluating deferred tax. In determining the amount of current and deferred tax, the Organization
takes into account the impact of uncertain tax positions and whether additional taxes and interest
may be due. The Organization believes that its accruals for tax liabilities are adequate for all
open tax years based on its assessment of many factors, including interpretation of tax laws and
prior experience. This assessment relies on estimates and assumptions and may involve a series
of judgments about future events. New information may become available that causes the
Organization to change its judgment regarding the adequacy of existing tax liabilities; such
changes to tax liabilities will impact tax expense in the period that such a determination is made.

Classifying financial instruments. The Organization exercises judgments in classifying a financial
instrument, or its component parts, on initial recognition as a financial asset, a financial liahility,
or an equity instrument in accordance with the substance of the contractual arrangement and the
definitions of a financial asset or liability. The substance of a financial instrument, rather than
its legal form, governs its classification in the separate statements of financial position.

Contingencies. Judgment is exercised by management to distinguish between provision and
contingencies. The Organization’s policy on provisions and contingencies is discussed in Note 3.
The Organization is a defendant in legal actions arising from normal business activities
{see Note 23).

Cash on Hand and in Banks

This account consists of:

2019 2018
Cash on hand P50,000 #50,000
Cash in banks 496,760,373 456,599,837

496,810,373 P456,649,837
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Cash in banks earns interest at the prevailing bank deposit rates. Interest earned in 2019 and 2018

amounted to 3,419,491 and P1,478,552, respectively (see Note 17).

Loans and Other Receivables, Net

This account consists of:

Note 2019 2018
Loans

Micro-business loans (MBLs) P1,087,853,806 P983,806,998
Multi-purpose loans (MPLs) 289,614,336 316,878,471
Wash loans 35,990,791 -
Staff loans 25,387,252 21,603,995
Finance lease receivable 8,774,848 5,367,167
Employee loans 6,623,015 4,523,224
Individual loans 2,772,192 1,955,851
Emergency loans 1,923 1,460,799
1,457,018,163 1,335,596,505
Due from related parties 22 38,883,467 40,027,361
Interest receivable 31,072,705 26,113,591
Accounts receivable 11,099,185 25,836,346
1,538,073,520 1,427,573,803

Allowance for impairment (50,751,382) (23,533,367)

#1,487,322,138 P1,404,040,436

Loans and other receivables are classified as current asset.

Loans receivable represents loans to members who are administered through the SLS that have
been established through each of the 92 and 76 branches in 2019 and 2018, respectively. Each
branch has 40 to 50 SLS under its supervision and each SLS may consist of a minimum of three (3)
Guarantee Groups (GG) for new SLS, and six (6) GGs for old SLS with five members each.

Generally, loan products offered by the Organization has credit terms ranging from three (3)
months to a maximum of twelve (12) months.

Through Organization’s technical and financial assistance, the SLS groups identify, determine and
implement financially viable micro-business to enable the farmers and fisher folks to save and
manage their own resources efficiently, thus, growing into self-sustaining agri-entrepreneurs in
Catanduanes.

MBLs are intended to increase the income-generating projects of the members with an interest
rate of 24% and 34% per annum on the principal amount in Catanduanes and branches operating
outside the province, respectively.

MPLs are intended for any emergency needs, house acquisition and/or improvements, acquisition
of assets, hospitalization, etc. of SLS members, with interest at 24% and 34% per annum on the
principal amount in Catanduanes and branches operating outside the province, respectively.

In October 2018, with partnership with Water.org, BOT approved and offered new loan product
to members, wash loans. Wash loans are intended to address major barriers to safe water and
sanitation with an interest rate of 18% per annum and maximum loanable amount of £25,000.

Staff loans are intended for the regular employees of the Organization with an interest rate of
10% per annum.
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Finance lease receivable represents car and motorcycle loans granted to the Organization’s
employees particularly to Community Development Officers (CDOs) with an interest rate of 10%
per annum. These loans are executed under a loan agreement with Organization’s employees.
Car loan was offered to managerial and supervisory employees of the Organization. The
motorcycles are initially registered under the Organization’s name and upon full payment of the
loan, the Certificate of Registration is transferred to the employees.

Employee loans are intended to extend viable credit to employees to reduce employee stress
caused by financial obligations, to improve an employee’s financial fitness through access to short
term and affordable loans and to help those employees fill up the gap in their needs for additional
capital to finance for existing business enterprise.

Individual loans are intended to make affordable credit facility to help micro entrepreneurs
develop and expand their businesses and self-employment opportunities. These loans are with an
interest rate of 24% and 34% per annum for branches located at Catanduanes and for those outside
the province, respectively.

Emergency loans are intended to augment the needs of members in times of emergency with a
maximum loanable amount of 10,000 payable depending on cash flow of the members.

Loans receivable amounting to 153,319,435 and £160,341,860 as at December 31, 2019 and
2018, respectively, has been pledged as collateral for loans from financial institutions
{see Note 16).

Accounts receivable includes unliquidated cash advances, receivable from the insurance unit,
receivable from Social Security System (SSS) for advances for maternity benefits and receivable
from Philippine Life Financial Assurance Corp. (PhilLife) and Country Bankers Life Insurance
Corporation (CBLIC).

The Organization coltected accounts previously written-off from its members amounting to
$6,671,144 and ©8,521,431 for the years ended December 31, 2019 and 2018, respectively
{see Note 17).

Interest earned from loans and other receivables for the years ended December 31, 2019 and 2018
amounted to ®759,605,105 and P690,879,008 respectively.

The movements in allowance for impairment are as follows:

2019 2018
At January 1 P23,533,367 £93,886,687
Provision 34,101,753 16,617,109
Write-off {6,883,738) (86,970,429)

At December 31 P50,751,382 P23,533,367
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7. Prepayments and Other Current Assets

This account consists of:

2019 2018
Stationery and supplies on hand 16,841,675 216,805,532
Prepayments 14,256,498 13,361,473
Advances to service provider 2,613,333 6,050,501

P33,711,506 P36,217,506

Stationery and supplies on hand include unused passbooks, office and medicine supplies and
promotional T-shirts and calendars.

Prepayments pertain to the unexpired portion of fidelity and health insurance of employees.

Advances to service provider pertains to a contract entered into by the Organization for the
implementation of a new application system.

8. Financial Assets at FVOCI

This account consists of:

2019 2018

Investment in unquoted shares P8,831,763 #10,000,000
Peso Diversified Value Fund 16,080,992 4,938,178
P24,912,755 P14,938,178

In September 2018, the Organization subscribed and paid 10,000 shares of the 100,000 authorized
common shares of hospital with a par value of 1,000 per share for #10,000,000. This represents
10.92% ownership in the issued and outstanding shares of the said company. An unrealized loss of
£1,168,237 in 2019 was recognized in other comprehensive loss.

In August 2018, the Organization acquired 2,891,205 units of participation in a Peso Diversified
value Fund at net asset value per unit (NAVPU) of P1.751 amounting to 5,000,000. The fund is
an open-ended pooled trust fund denominated in Peso which is operated and administered by a
trust-entity and made available by participation. In February 2019, the Organization acquired
5,662,514 additional units of ®1.77 amounting to £10,000,000. The units of participation
represent the investor’s appropriate beneficial share in the total value of the fund. NAVPU of the
investment amounted to #1.88 and P1.71 in 2019 and in 2018, respectively. An unreatized gain
(loss) of ™1,142,814 and (P61,822) in 2019 and 2018, respectively are recognized in other
comprehensive loss.

The movements in unrealized loss on financial assets at FVOCI are as follows:

2019 2018
Beginning at January 1 P61,822 P
Unrealized loss recognized in OCl 25,423 61,822

Balance at December 31 P87,245 P61,822
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9.

Investment in Subsidiaries

This account consists of:

2019 2018

Investment in shares of stock of:
ARDCI Credit Corporation (ACC) #25,000,000 P-
ARDCIBank, Inc. - A Rural Bank (ABI) 20,250,000 20,250,000
ARDCI Abaca Trading Corporation (ATC) 10,000,000 -
ARDCI Prime Security Services, Inc. (APSS) 6,999,800 7,000,000
ARDCI Corporate Inn, Inc. (ACI) 6,900,000 6,900,000

P69,149,800 £34,150,000

In 2015, the Organization subscribed to 50,000 common shares of the 200,000 authorized common
shares of ACI with a par value of 100 per share for ®5,000,000. An additional 19,000 common
shares with a par value of P100 per share for P1,900,000 was subscribed to in 2016. The said
subscription represents the Organization’s 98.55% ownership in the issued and outstanding shares
of stock of ACI as at December 31, 2019 and 2018.

The investment in ABI represents the Organization’s 79.66% ownership in the issued and
outstanding shares of stocks of ABI as at December 31, 2019 and 2018. On April 11, 2017, ABI
declared 100% stock dividends distributed to its common shareholders. The Organization received
202,500 shares accordingly and maintained its 79.66% ownership in ABI.

In 2017, the Organization subscribed to 35,000 common shares of APSS with a par value of P200
per share for £7,000,000. This represents 99.98% ownership in the issued and outstanding shares
of APSS as at December 31, 2019 and 2018. In 2019, the Organization withdrew P200 from its
investment in APSS.

On July 26, 2019, the Organization subscribed to 100,000 common shares of the 400,000
authorized common shares of ATC with a par value of 100 per share for £10,000,000. The said
subscription represents the Organization’s 98.89% ownership in the issued and outstanding shares
of stock of ATC as at December 31, 2019,

On October 22, 2019, the Organization subscribed to 500,000 common shares of the 1,000,000
authorized common shares of ACC with a par value of P100 per share. As at December 31, 2019,
the Organization has paid 25,000,000 from the subscribed shares of stocks. This represents the
Organization's 99.88% ownership in the issued and outstanding shares of stocks of ACC.
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Depreciation is allocated as follows:

Note 2019 2018

Operating expense 18 P8,738,601 £7,953,450
General and administrative expense 19 10,680,513 9,720,884
?19,419,114 17,674,334

There are no items of property and equipment used as security for any liabilities of the Organization

as at December 31, 2019 and 2018.

Management believes that there is no indication of impairment on the Organization’s property and
equipment as the net carrying amount is higher than its recoverable amount.

11,

Investment Property, Net

The movements in investment property are as follows:

2019 2018
Cost
December 31 P88,318,009 88,318,009
Accumulated depreciation
At January 1 15,689,401 12,012,004
Depreciation 4,345,577 3,677,397
At December 31 20,034,978 15,689,401
Net book value #68,283,031 P72,628,608
Depreciation is allocated as follows:
Note 2019 2018
Operating expense 18 £1,955,510 1,654,829
General and administrative expense 19 2,390,067 2,022,568
P4,345,577 £3,677,397

The fair value of the building cannot be readily determined based on observable market data

because there are no comparable properties in its location.

The rental income from investment property amounted to 1,200,000 for the years ended

December 31, 2019 and 2018 {see Notes 17 and 23}.
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The details of the operating expenses arising from the investment property are as follows:

2019 2018

Expenses that generated rental income during the year
Depreciation P4,345,577 3,677,397
Repairs and maintenance 1,066,871 2,672,197
Security and janitorial services 939,521 719,009
Building insurance 120,407 122,864
Power, light and water - 1,898,849
6,472,376 9,090,316

Expenses that did not generate rental income during
the year

Security and janitorial services 375,812 -
Building insurance 51,603 49,146
Repairs and maintenance - 1,068,879
427,415 1,118,025

P6,899,791 £10,208,341

12.

Refundable Deposits

Refundable deposits pertain to deposits made with Electronic Network Cash Tellers, Inc. (ENCASH)
for the Automated Teller Machine installed at branches in Caramoran, San Andres, Irosin,
Caramoan, Viga and Tagkawayan. The contract is for five (5) years starting 2010, and shall be
renewed for another five (5) years. The contract requires the Organization to pay a one-time
license fee for each ATM amounting to US$1,500, together with the corresponding US$300 annual
license fees, and refundable deposits amounting to #725,350 as at December 31, 2019 and 2018.
These deposits will be refunded upon contract termination.

In 2015, the Organization did not renew the contract for the ATM installed in Viga and, thus, the
refund was collected from ENCASH in 2016.

In 2017, the Organization opted not to renew the contract for the ATM installed in San Andres.
The deposit pertaining to the contract was not yet collected as at December 31, 2019,

13.

Members’ Deposits

This account pertains to members’ contributions in the form of compulsory and voluntary savings,
each earning annual interest ranging from 3% to 5% for the years ended December 31, 2019 and
2018, computed based on the average daily balance. Compulsory savings are withdrawable upon
termination of membership from the Organization and can be used to offset up to 90% of the
members’ outstanding loan balance. Voluntary deposits pertain to optional savings account of the
members and are withdrawable anytime.

This account consists of:

2019 2018
Compulsory P601,582,431 P524,634,21
Voluntary 167,060,556 138,028,397

P768,642,987 P662,662,598

Interest expense in 2019 and 2018 amounted to P22,192,597 and 19,110,657, respectively.
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Accounts and Other Payables

This account consists of:

Note 2019 2018

Accoun{s payable 63,412,294 49,982,910
Accrued expenses 11,141,949 2,878,948
Government liabilities 6,719,193 3,721,313
Accrued interest payable 1,122,617 1,120,988
Due to related parties 22 307,214 4,603,362
P82,703,267 P62,307,521

Accounts payable includes the following: (a)} liabilities to contractors, (b) liabilities to suppliers,
(c) claims and (d) premiums and membership fees collected by the Organization from members,
net of claims and administrative expenses to be remitted to PhilLife.

Due to related parties include the outstanding loan balances of deceased ABI members and former
ABI employees already collected by the Organization but not yet remitted to ABI, unpaid hotel
services of ACI provided to the Organization and unpaid security services of APSS provided to the
Organization (see Note 22).

15.

Deferred Income from Grants

In 2003, Catanduanes Agricultural Support Programme (CatAg) transferred its assets to the
Organization through grant for the purpose of continuing support to CatAg’s target group in
Catanduanes. The transfer was credited as deferred income from grants and is to be amortized
as income for a period of 25 years.

The details of and movements in this account are as follows:

Note 2019 2018
Cost P9,676,639 £9.676,639
Accumulated amortization
At January 1 5,849,765 5,420,938
Amortization 17 552,944 428,827
At December 31 6,402,709 5,849,765
Current portion 387,066 397,543
Noncurrent portion 2,886,864 3,429,331
Net book value #3,273,930 P3,826,874

In 2018, the Organization entered into an agreement with Water.org, a not-for-profit corporation
incorporated under the laws of the State of North Carolina in the United States of America. The
Organization received grants amounting to 536,745. The Organization fully utilized the funds
during the year.
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16. Loans Payable

This account consists of:

2019 2018
Banking institutions 49,702,258 £92,564,711
Other financial institutions 103,617,087 67,777,149
153,319,345 £160,341,860
The movements in the account are as follows:
2019 2018
Balance at January 1 160,341,860 £205,456,501
Proceeds 143,315,585 191,244,663
Payments (150,338,100) (236,359,304)
Balance at December 31 P153,319,345 P160,341,860

Loans payable represents loan rediscounting facility availed from financial institutions with annual

interest rates of 4.55% to 7.25% and 3.5% to 9% in 2019 and 2018, respectively.

The following table shows the breakdown of loans payable by contractual maturity dates:

2019 2018

Due within one year 119,843,064 #129,501,184
Due beyond 1 year but not more than 5 years 33,476,281 30,840,676
P153,319,345 P160,341,860

Loans receivable amounting to 153,319,345 and P160,341,860 as at December 31, 2019 and
2018, respectively, has been pledged as collateral for said obligations (see Note 6).

Interest expense on loans payable for the years ended December 31, 2019 and 2018 amounted to

7,062,360 and #7,009,106, respectively.

No other assets and restrictions are pledged in relation to the loans availed as at

December 31, 2019 and 2018.
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17. Other Operating Income

The details of the account are as follows:

Note 2019 2018

Share in Group Life Insurance Coverage (GLIC) ?13,829,703 $17,195,141
Share in Credit Group Life Insurance {CGLI) 9,041,316 6,805,995
Recovery of previously written-off accounts 6 6,671,144 8,521,431
Share in Loan Protect Plus (LPP) 5,619,949 5,033,969
Service charges 1,081,277 857,924
Amortization of deferred income from grants 15 552,944 428,827
Write-off of long outstanding liabilities - 16,300,497
Other income from microfinance operations 36,796,333 55,143,784
interest from deposits in banks 5 3,419,491 1,478,552
Rental income 11,23 1,200,000 1,200,000
Retirement income 21 442,380 337,200
Convenience charge 68,116 273,796
Miscellaneous income 4,358,358 4,428,295
Other income from non-microfinance operations 9,488,345 7,717,843
P46,284,678 P62,861,627

The share in GLIC pertains to the 10% collection fee earned by the Organization.
The share in CGLI pertains to the Organization’s 30% share in the CGLI premiums on loan releases.

The share in LPP of the Organization refers to the 10% share of the Organization in the said
premium during loan release.

Miscellaneous income pertains to overages.
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18. Operating Expenses

The details of the account are as follows:

Note 2019 2018

Salaries, wages and employee benefits 248,586,847 £200,727,440
Client community services 38,063,263 22,353,979
Transportation, fuel and oil 17,187,001 15,727,722
Rental 23 16,588,421 13,484,794
General support services 16,012,549 14,321,195
Stationeries and office supplies 13,047,612 9,924,645
Taxes and licenses . 11,457,020 14,456,303
Depreciation 10,11 10,694,111 9,608,279
Trainings, seminars and conferences 9,521,644 5,462,834
Communication, light and water 8,992,430 7,250,799
Information technology 8,710,657 8,927,298
Insurance 4,794,917 5,301,943
Supervision and monitoring fees 3,977,708 2,553,393
Documentary stamp tax 1,797,933 1,834,230
Consultancy and professional fee 1,620,165 476,762
Fines, penalties and dues 1,610,809 1,201,653
Advertising 1,599,878 1,288,795
Repairs and maintenance 1,125,441 988,212
Research and development costs 468,306 260,541
Representation 377,359 1,554,351
Finance charges 143,380 129,233
Amortization of intangible asset - 1,145,072
Miscellaneous 6,901,315 8,882,956
P423,278,766 $347,862,429

Intangible asset pertains to developed software which is fully depreciated as at
December 31, 2019 and 2018.

Miscellaneous expenses include various expenses incurred by the Organization’s head office and
other branches and write-off of long-outstanding receivables,
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19. General and Administrative Expenses

The details of the account are as follows:

Note 2019 2018
Salaries, wages and employee benefits P81,629,320 £66,351,868
Depreciation 10,11 13,070,580 11,743,452
Repairs and maintenance 4,938,855 5,032,757
General support services 4,232,114 3,533,126
Information technology 3,728,298 3,825,985
Transportation, fuel and oil 2,462,497 2,105,405
Communication, light and water 2,287,672 2,234,974
Insurance 2,054,964 2,272,261
Stationeries and office supplies 1,402,249 1,666,704
Charitable contributions 1,311,867 717,636
Rental 23 984,962 1,049,985
Consultancy and professional fee 694,357 1,112,445
Advertising 643,384 552,341
Fines, penalties and dues 518,600 566,157
Finance charges 155,250 110,047
Representation 78,152 417,687
Amortization of intangible asset - 1,399,533
Miscellaneous 2,931,245 387,660

?123,124,366 105,080,023

Intangible asset pertains to developed software which is fully depreciated as at December 31,
2019 and 2018,

Miscellaneous expenses include various expenses incurred by the Organization’s head office and
other branches. :

20. Income Taxes

In 2018, the Bureau of Internal Revenue (BIR) issued Revenue Memorandum Circular (RMC)
92- 2018 which states that accredited Microfinance Non-Government Qrganizations (MF-NGOs)
shall be liable to 2% special rate of income tax based on gross receipts for its revenues generated
from purely microfinance operations and 30% regular rate of income tax or 2% MCIT for those
revenues not generated from microfinance operations.

The components of the Organization’s provision for income tax are as follows:

2019 2018
Current P16,040,559 15,045,242
Deferred (607,90%5) (1,424,456)

P15,432,654 13,620,786
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The reconciliation between the provision for income tax computed at special tax rate of 2% and the
actual provision for income tax recognized in profit or loss follows:

2019 2018
Income before tax P193,939,696 260,933,615
Income tax expense at special rate at 2% 3,878,794 5,218,672
Tax effect of non-deductible expenses 12,055,348 9,707,371

P15,934,142 P14,926,043

The reconciliation between provision for (benefit from) income tax computed at regular tax rate of
30% and the actual benefit from income tax recognized in profit or loss follows:

2019 2018
Income (loss) before tax P2,190,245 (#2,872,304)
Benefit from income tax at regular rate at 30% 657,074 {861,691)
Deduct tax effect of:
Income subject to final tax (1,025,848) (443,566)
Retirement income {132,714) -

(P501,488)  (P1,305,257)

The components of the Organization’s deferred tax assets are as follows:

2019 2018

NOLCO 71,806,745 P1,305,257
MCIT 225,616 119,199
P2,032,361 1,424,456

The details of the Organization’s NOLCO which can be claimed as a deduction from regular taxable
income are as follows:

Year incurred  Valid until Beginning Incurred Expired End
2018 2021 P4,350,856 P- P- 4,350,856
2019 2022 - 1,671,626 - 1,671,626

P4,350,856 1,671,626 P- P6,022,482

The details of the Organization’s MCIT which can be claimed as a deduction from regular taxable
income are as follows:

Year incurred  Valid until Beginning Incurred Expired End
2018 2021 P119,199 P- P- ?119,199
2019 2022 - 106,417 - 106,417

P119,199 P106,417 P- P225,616

The deferred tax assets are the tax effect of expected future income tax benefit relating to
NOLCO and MCIT which can be used as deduction against taxable income for the three (3)
immediately succeeding taxable years.
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Movements in income tax payable follows:

2019 2018
At January 1 P2,857,893 P146,423
Charged to profit or loss 16,040,559 15,045,242
Income tax paid {14,826,420) (12,273,772)
Creditable withholding taxes (60,000) {60,000)
At December 31 P4,012,032 P2,857,893

21.

Retirement Benefits

The Organization has a funded, non-contributory defined benefit plan covering all of its regular
officers and employees. The plan provides for optional and normal retirement benefits, and death
and disability benefits to its members. The normal retirement benefit is equivalent to 125% of
plan salary for every year of credited service.

The plan typically exposes the Company to actuarial risks such as: investment risk, interest rate
risk, longevity risk and salary risk.

Investment risk

The present value of the defined benefit plan liability is calculated using a discount rate
determined by reference to high quality corporate bond yields; if the return on plan asset is below
this rate, it will create a plan deficit. As of valuation date, the retirement plan is 100% funded.

Interest rate risk

A decrease in the government bond interest rate will increase the plan liability; however, this
will be partially offset by an increase in the return on the plan’s debt investrents.

Longevity risk

The present value of the defined benefit plan liability is calculated by reference to the best
estimate of the mortality of plan participants both during and after their employment. An increase
in the life expectancy of the plan participants will increase the plan’s liability.

Salary risk

The present value of the defined benefit plan liability is calculated by reference to the future
salaries of plan participants. As such, an increase in the salary of the plan participants will
increase the plan’s liability.

The risk relating to benefits to be paid to the dependents of the plan members (widow and orphan
benefits) is re-insured by an external insurance company.

No other post-retirement benefits are provided to these employees.
The Organization has engaged the services of an independent actuarial consulting firm to perform
the actuarial valuation of the Organization’s retirement liabitity as at December 31, 2019 and

2018. The valuation results were computed using the projected unit credit method as prescribed
by the accounting standards. The latest actuarial valuation is as at December 31, 2019.
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The retirement benefit asset recognized in the separate statements of financial position as at
December 31 is as follows:

2019 2018
Present value of DBO at December 31 #28,888,397 P14,406,839
Fair value of plan asset at December 31 (52,839,159) {38,852,843)
Net retirement benefit asset at December 31 {P23,950,762) (P24,445,954)

The movements in the net retirement benefit asset recognized in the separate statements of
financial position are as follows:

Note 2019 2018
Retirement benefit asset at January 1 24,445,954 F30,173,417
Transfer to a subsidiary - (2,215,646)
Benefit paid 92,237 -
Amount recognized in profit or loss 442,380 337,200
Amount recognized in OCl - actuarial loss (43,767,145) (33,379,278)
Contributions 42,737,336 29,530,261
Retirement benefit asset at December 31 #23,950,762 #24 445 954
The changes in the present value of the DBO are as follows:
2019 2018
Present value of DBO at January 1 #14,406,889 P19,255,446
Interest cost 1,081,956 853,633
Current service cost 1,393,512 1,626,612
Defined benefit cost recognized in profit or loss 2,475,468 2,480,245
Actuarial (gain) loss from:
Changes in financial assumptions 10,564,944 (6,049,006)
Experience 1,533,333 {1,030,174)
Defined benefit cost recognized in OCI 12,098,277 {7,079,180)
Benefits paid (92,237) -
Transfer to a subsidiary - (249,622)
Present value of DBO at December 31 #28,888,397 14,406,889
The changes in the fair value of plan assets are as follows:
2019 2018
Fair value of plan assets at January 1 #38,852,843 P49,428,863
Interest income 2,917,848 2,817,445
Contributions 42,737,336 29,530,261
Remeasurement - plan assets recognized in OCI (31,668,868) (40,458,458)
Transfer from a subsidiary - (2,465,268)
Fair value of plan assets at December 31 #52,839,159 P38,852,843

There was no plan amendment, curtailment or settlement recognized in 2019 and 2018.
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The amount recognized in profit or loss is as follows:

2019 2018
Current service cost #1,393,512 P1,626,612
Net interest cost {1,835,892) {1,963,812)
(P442,380) (P337,200)

The amount recognized in OCl is as follows:
2019 2018
Actuarial gain (loss) - DBO (P12,098,277) ?7,079,180
Remeasurement. - plan assets {31,668,868) (40,458,458)

(P43,767,145)  (P33,379,278)

The accumulated actuarial losses in OCl amounted to 99,060,838 and 55,293,693 in 2019 and

2018, respectively.

The principal actuarial assumptions used to determine the present value of the DBO of the

Organization as at December 31 are as follows:

2019 2018
Discount rate 5.18% 7.51%
Salary increase rate 5.00% 5.00%

The sensitivity of the DBO to changes in the principal actuarial assumptions as at

December 31, 2019 and 2018 foltows:

Increase (decrease)

Effect on Retirement Liability

Principal Assumptions in Assumption 2019 2018
Discount rate 0.50% 26,101,394 £13,137,699
-0.50% 32,038,583 15,830,226

Salary increase rate 1% 35,382,364 17,400,145
-1% 23,687,555 11,984,421

The maturity analysis of the undiscounted benefit payments as at December 31 follows:

2019 2018
1 year and less P- P122,668
More than 1 year to 5 years 1,163,758 -
More than 5 years to 10 years 7,660,069 7,905,893
More than 10 vears to 15 years 9,929,493 9,320,831
More than 15 years to 20 years 43,705,070 33,007,788
More than 20 years 513,578,871 409,688,150
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22, Related Party Disclosures

Transactions with related parties consist mainly of non-interest bearing cash advances to
affiliates.

The following are the transactions with related parties and the outstanding balances as at
December 31:

Transactions Outstanding
Name of related party Relationship Year During the Year Balance
Due from related parties
ARDCI MBA, Inc. Affiliate 2019 P281,382 P34,408,455
2018 17,370,210 34,027,073
ARDCIBank, Inc. - A Rural Bank Subsidiary 2019 (P644,820) P2,281,762
2018 2,876,422 2,926,582
ARDCI Credit Corporation Subsidiary 2019 P1,112,297 P1,112,297
2018 - -
ARDCI Prime Security Services, Inc., Subsidiary 2019 ®272,554 843,240
2018 (690,440) 570,686
ARDCI Abaca Trading Corporation Subsidiary 2019 P237,713 P237,713
2018 - -
ARDCI Corporate Inn, Inc. Subsidiary 2019 {#2,503,020) P-
2018 1,162,223 2,503,020
2019 38,883,467
2018 P40,027,361
Transactions Qutstanding
Name of related party Relationship Year During the Year Balance
Due to related parties
ARDCI Corporate Inn, Inc. Subsidiary 2019 (®120,901) P275,648
2018 203,385 396,549
ARDCIBank, Inc - A Rural Bank Subsidiary 2019 (P2,092,845) P30,848
2018 229,847 2,123,693
ARDCI Prime Security Services, Inc. Subsidiary 2019 (P2,082,402) P718
2018 1,119,037 2,083,120
2019 P307,214
2018 P4,603,362

Transactions with related parties are non-interest bearing, unsecured and payable on demand.

Due from related parties consist mainly of cash advances to affiliates and expenses paid by the
Organization on behalf of its related parties.

Due to related parties consist mainly of unremitted membership fees, premiums and contributions
and unpaid hotel and security services of the Organization rendered by its related parties.
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The Organization recognized provision for impairment amounted to P23,894,372 for
ARDCI MBA, Inc. in 2019.

As at December 31, 2019 and 2018, the Organization's allowance for impairment relating to
amounts owed by related parties amounted to 23,894,372 and nil, respectively.

Related party balances are non-interest bearing, unsecured and are payable on demand. The
Organization has neither given nor received any guarantees in 2019 and 2018 for the related party
balances. These are also expected to be settled in cash.

Key management personnel
Key management is defined as those with position of area manager and above who are involved
in the decision-making process of the Organization. ‘

Details of key management compensation follow:

2019 2018

Short-term employee benefits 6,805,882 P5,179,407
Long-term employee benefits - -

The total staff loans receivable from key management amounted to P4,648,854 and #4,002,188
as at December 31, 2019 and 2018, respectively.

23.

Contingencies and Commitments

Legal cases
The Organization is involved in cases that arise in the normal course of business. Management

believes that the outcome of the cases will not materially affect the financial condition and
performance of the Organization.

Leases

As a lessee

The Organization leases most of its program and field offices for a period of one year, renewable
upon mutual agreement of the parties.

The future minimum lease payments as at December 31 are as follows:

Amount
Period 2019 2018
Not later than one year 12,483,731 24,828,101
Later than one year but not later than five years 3,232,814 -

Total rent expense recognized in profit or loss for the years ended December 31, 2019 and 2018
amounted to 17,573,383 and 14,534,779, respectively (see Notes 18 and 19).

Rent expense is allocated as follows:

Note 2019 2018
Operating expense 18 P16,588,421 £13,484,794
General and administrative expense 19 984,962 1,049,985

P17,573,383 P14,534,779
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As a lessor

Certain floors of the Organization’s new corporate building are being leased out to its subsidiaries
under operating lease. Details are as follows:

In 2013, ABI leased its office space from the Organization at a rate of 30,000 per month for a
period of ten (10) years which commenced in December 2013 and will end in November 2023.

In 2013, ACI occupied fourth (4th) floor to seventh (7th) floor of the Organization’s building at a
total rate of 60,000 per month for a period of ten (10) years, which commenced in November
2013 and will end in October 2023,

In 2017, APSS leased its office space from the Organization at a rate of 10,000 per month for a
period of ten (10) years, which commenced in April 2017 and will end in May 2027.

The future minimum lease commitment as at December 31 are as follows:

Amount
Period 2019 2018
Not later than one year £1,200,000 $1,200,000
Later than one year but not later than five years 4,800,000 4,800,000
Later than five years 290,000 410,000

Rental income recognized for the years ended December 31, 2019 and 2018 amounted to
1,200,000 (see Notes 11 and 17).

24,

Financial Risk and Capital Management Objectives and Policies

The Organization is exposed to a variety of financial risks arising from its operating, investing and
financing activities. The BOT is mainly responsible for the Organization’s overall financial risk
management, which inclides establishment and approval of risk strategies, policies and limits.
The main objective of the financial risk management is to minimize the adverse impact of
financial risks on the Organization’s financial performance and financial position due to the
unpredictability of financial markets.

The Organization’s principal financial instruments comprise mainly of cash in banks, loans and
other receivables, financial assets at FVOCI, refundable deposits, members’ deposits, accounts
and other payables and loans payable. The main purpose of these financial instruments is to
generate income and finance the Organization’s operations.
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The main risks arising from the Organization’s financial instruments are credit risk, market risk
and liquidity risk. The BOT reviews and approves the policies for managing these risks and they
are summarized as follows: :

a. Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss.

To mitigate credit risk, the Organization adopted and implemented the poverty assessment toot
and the cash flow assessment tool as part of its selection process to identify the member’s
business and/or other sources of income for loan repayment, the purpose of loan and measure
the member’s borrowing capacity.

Implementation of loan tracking mechanism to monitor loan status, Portfolio-at-Risk (PAR),
portfolio quality, repayment performance and history is made to mitigate risk. Furthermore, strict
adherence to credit discipline is observed.

The Organization recognizes the need to mitigate member’s risk exposure in the form of
introducing insurance as a form of protection against threat or possibility of loss.

The Organization adopts a strong Internal Audit Unit with clear audit plans and procedures to
anticipate, detect and correct deviations from the system and ensure proper compliance with
approved policies and procedures. Assurance that cash collection and disbursements are in place to
minimize transaction costs and eliminate unnecessary costs. Regular spot audit of both branches
and SLS is done by the Internal Audit Unit to eliminate irregutarities that lead to fraud and losses.
The Organization consistently reviews its delinquency management and loan recovery policies to
support high repayment rates and operational viability.
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Credit quality per class of financial assets

The credit quality of financial assets is determined based on the Organization’s historical
experience with the corresponding parties.

The bases in grading the Organization’s financial assets are as follows:

High grade. These are financial assets which have a high probability of collection. The
counterparty has the apparent ability to satisfy its obligation and the security is readily
enforceable.

Standard grade. These are financial assets where collections are probable due to the reputation
and the financial ability of the counterparty to pay but with the experience of default.

Substandard grade. These are financial assets where the counterpart has the experience of
default and probability of turning past due in the near future and/or are already past due.

Cash in banks - based on the nature of the counterparty and the Organization’s internal rating
system, the counterparty has the apparent ability to satisfy its obligation, thus, there is a high
probability of collection.

Loans and other receivables - high grade and low risk accounts are neither past due nor impaired
accounts which are fully secured by collateral and with good loan collection status. Standard
grade and medium risk accounts are neither past due nor impaired accounts and are partialty
secured. Substandard grade pertains to either secured or clean loans with history of default
payments.

Financial assets at FVOCI - standard and medium risk accounts are neither past due nor impaired
accounts and the counterparty has the experience of default.

Refundable deposits - the counterparty has the apparent ability to satisfy its obligation with least
likelihood of default.

The tables below show the credit quality by class of financial assets as at December 31:

2019

Neither impaired nor past due
Standard Substandard Past due but Past due and

High Grade Grade Grade HNot Impaired Impaired Total
Cash in banks P496,760,373 r- o2 e P- 496,760,373
Loans and other
receivables 1,495,201,226 - - 6,206,968 36,665,326 1,538,073,520
Financial assets
at FYOCl - 24,912,755 - - - 24,912,755
Refundable
deposits 725,350 - - - - 725,350
?24,912,75
?1,992,686,949 5 P #6,206,968 P36,665,326 P2,060,471,998
2018
Neither impaired nor past due
Standard  Substandard  Past due but Past due and
High Grade Grade Grade  Not Impaired Impaired Totat
Cash in banks 456,599,837 P- P- - - 456,599,837
Loans and other
receivables 1,406,106,588 - - 10,934,408 10,532,807  1,427,573,803
Financial assets at
FYOCI - 14,938,178 - - - 14,938,178
Refundable
deposits 725,350 - - - - 725,350

#1,863,431,775 114,938,178 ™ 10,934,408 10,532,807 ™1,899,837,168
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b. Market risk

Market risk is the risk of loss of future earnings or future cash flows arising from changes in the price
of a financial instrument. The value of a financial instrument may change as a result of changes in
interest rates, foreign currency exchanges rates, equity prices and other market changes. The
Organization’s market risk is manageable within conservative bounds. As at December 31, 2019 and
2018, the Organization has not engaged in trading financial instruments.

Interest rate risk

Interest rate risk is the risk to earnings or capital resulting from adverse movements in interest
rates. The economic perspective of interest rate risk focuses on the value of a financial instrument
in the current interest rate environment and the sensitivity of that value to changes in interest
rates.

The Organization has no significant exposure to interest rate risk because its financial instruments
bears fixed interest rates and are measured at amortized cost.

Foreign exchange risk

The Organization has no significant exposure to foreign currency risks as most transactions are
denominated in Philippine Peso, its functional currency. However, the Organization pays US$300
to Electronic Network Cash Tellers, Inc. (ENCASH) for the annual license fee on the use of ATMs.

Price risk

The Organization’s market price risk arises from its financial assets at FVOCI. The Organization
manages its risk arising from changes in market price by monitoring the changes in the market
price of the investments.

c. Liquidity risk

Liquidity risk is the risk from an entity’s inability to meet obligations when they become due because
of its inability to liquidate assets or obtain adequate funding. The Organization ensures that
sufficient liquid assets are available to meet short-term funding and regulatory requirements.

The Organization’s liquidity and cash positions are monitored on a daily basis. The Organization
maintains sufficient liquidity reserves in the form of high-yielding deposits with banks. The
Organization has also obtained sufficient liquidity lines from other banks and non-bank lending
institutions that can relieve financial pressures in the event of an extraordinary demand for
liquidity. Further, the Organization actively rediscounts loans with entities that have given the
Organization more than sufficient rediscounting lines.

The following tables summarize the maturity profile of financial instruments that is used by the
Organization to manage its liquidity risk based on contractual undiscounted cash flows (including

interest):

2019
Less Than 3to12 1to 5
Note On Demand 3 Months Months Years Total
Financial liabilities
Members’ deposit 13 P768,642,987 e P- P-  P768,642,987
Accounts and other
payables* 14 39,965,552 35,958,522 - 60,000 75,984,074
Loans payable 16 - 34,087,077 90,822,299 34,532,227 159,441,603

#3808,608,539 #70,045,599 #90,822,299 34,592,227 #1,004,068,664
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2018
Less Than Ito12 1toh
Note On Demand 3 Months Months Years Total
Financial {fabilities
Members’ deposit i3  P662,662,598 - i r- *662,662,598
Accounts and other
payables* 14 37,113,969 21,412,239 - 60,000 58,586,208
Loans payable i6 - 40,584,408 99,456,872 32,382,711 172,423,991

699,776,567 #61,996,647 799,456,872 P32,442,711  P8Y3,672,797

*Excluding government [fabilitles

The maturity grouping of financial instruments is based on the remaining period from the end of
the financial reporting period to the contractual maturity date. For financial liabilities, when the
counterparty has a choice of when the amount is to be paid, the liability is allocated to the
earliest period in which the Organization can be required to pay.

Fund management

The primary objective of the Organization’s capital management is to ensure the ability of the
Organization to have sufficient capital to underpin the Organization’s risk-taking activities and
continue as a going concern and maintain a strong credit rating.

The BOT has the overall responsibility for monitoring the Organization’s capital structure and
making the necessary adjustments to address the risks and adapt to changes in economic
conditions and regulatory requirements.

The Organization regards the following items as the fund it manages as at December 31:

2019 2018

Fund balance
Appropriated P P30,503,215
Unappropriated 1,553,794,570 1,342,367,265

P1,553,794,570 £1,372,870,480

On November 29, 2018, the Organization released ©5,528,572 as payment for deficiency
value-added tax (VAT) and 3,968,213 as payment for deficiency income tax.

In 2019, the Organization released its appropriated fund amounted to P1,553,794,570. Final
settlement of deficiency taxes were made on December 20, 2019 amounted to P15,194,856.

The movements in the unappropriated portion of members’ equity are as follows:

2019 2018
Balance as at January 1 P1,342,367,265 £1,088,199,096
Additional revolving fund 226,803 230,859
Net income for the year 180,697,287 244,440,525
Release of appropriated funds 30,503,215 9,496,785
Balance as at December 31 #1,553,794,570 P1,342,367,265

Revolving fund pertains to non-refundable membership fees collected from the new members.
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25. Financial Assets and Financial Liabilities

The following table summarizes the carrying values of the Organization’s financial assets and
financial liabilities at December 31:

Note 2019 2018

Financial assets at amortized cost
Cash on hand and in banks 5 P496,810,373 P456,649,837
Loans and other receivables 6 1,487,322,138 1,404,040,436
Refundable deposits 12 725,350 725,350
Financial assets at FYOCI 8 24,912,755 14,938,178

P2,009,770,616 P1,876,353,801

Financial liabilities at amortized cost

Members' deposit 13 P768,642,987 P662,662,598
Accounts and other payables* 14 75,984,074 58,586,208
Loans payable 16 153,319,345 160,341,860

P997,946,406 #881,590,666

*Excluding government liabilities

The carrying values of financial assets and financial liabilities, except for refundable deposits and
loans payable, net of current portion, carried at amortized cost, approximate their fair values
due to the relatively short-term nature of the financial instruments. As discussed in Note 3, the
disclosure of fair value is not required when the carrying amount is a reasonable approximation
of fair value.

The fair value of refundable deposits and loans payable, net of current portion are as follows:

2019 2018
Financial asset
Refundable deposits P594,439 P516,271
Financial liability
Loans payable, net of current portion #27,434,511 21,950,997

]M

The carrying value of investment in shares of stocks presented under “Financial assets at FYOC
approximates its fair value as at December 31, 2019 and is classified under Level 3 of the fair

value hierarchy.

The carrying value of Peso Diversified Value Fund presented under “Financial assets at FVOCI”
approximates its fair value as at December 31, 2019 and is classified under Level 1 of the fair

value hierarchy.

A



Income, expense, gains or losses on financial instruments

ltems of income, expense, gains or losses with respect to financial assets and financial liabilities
in the separate statements of comprehensive income are as follows:

Note 2019 2018

Interest income from:
Loans and other receivables 6 P759,605,105 P690,879,008
Bank deposits 5,17 3,419,491 1,478,552

$763,024,596  £692,357,560

interest expense on:
Members' deposits 13 $22,192,597 P19,110,657
Loans payable 16 7,062,360 7,009,106

P29,254,957  P26,119,763

Loans and other receivables:

Provision for impairment losses 6,17 34,101,753 16,617,109
Recovery of previously written-off accounts 6,17 6,671,144 8,521,431

P40,772,897 P25,138,540

26. Events After the Financial Reporting Date

On March 11, 2020, the World Health Organization assessed that the novel coronavirus of 2019
(COVID-19} has become a pandemic. In an effort to contain the spread of COVID-19 in the
Philippines, the Government issued Presidential Proclamation No. 929 on March 16, 2020. The
Proclamation declared a State of Calamity throughout the Philippines for a period of six months
and imposed enhanced community quarantine, among others. These measures affected economic
activities and business operations in an unprecedented manner as the effects continue to evolve,
On March 17, 2020, no loan releases and collections were made. No cash inflows were expected
until May 31, 2020, however, the Crganization has enough assets to cover the cash outflows during
the quarantine period.

The effects of the pandemic are considered by the Organization as non-adjusting subsequent
events because these have no impact to the financial statements as at and for the year ended
December 31, 2019. The Organization, however, is still determining the impact of the pandemic
to its 2020 financial statements. Management believes that the Organization will continue as a
going concern despite the effects of the pandemic.
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27. Supplementary Information Required under Revenue Regulations (RR) No. 15-2010
The Bureau of Internal Revenue (BIR)} has issued RR No. 15-2010 which requires certain tax
information to be disclosed in the notes to the financial statements in addition to the disclosures
mandated under PFRS. Presented below is the supplementary information required under
RR 15-2010:
1. VYalue-added tax (VAT)

BIR issued RR 3-2017 which a registered and accredited microfinance NGO must pay 2% tax in
lieu of all national taxes based on gross receipts from microfinance operations. Hence, no VAT
was paid/accrued for the year,

2. Taxes and licenses

Permits and licenses 11,457,020

3. Withholding taxes

The amount of withholding taxes paid/accrued for the year follows:

Taxes on compensation and benefits P4,118,543
Expanded withholding taxes 1,570,317
P5,688,860

4. Tax cases/assessments

On July 24, 2014, the Organization received a Preliminary Assessment Notice from the BIR
Revenue Region No. 10 Legazpi City, Albay ascertaining that the Organization is still liable for
the total amount £40,663,852, inclusive of legal increments. On September 17, 2014, the
Organization received a Formal Letter of Demand from the BIR Revenue Region No. 10
Legazpi City, Albay ascertaining that the total tax still due amounts to 41,460,662, inclusive
of legal increments.

On October 24, 2014, the Organization sent a Request for Reconsideration and Reinvestigation
to BIR’s Formal Letter of Demand and received by the BIR Revenue Region No. 10 Legazpi
City, Albay on October 29, 2014.

On September 24, 2015, the Organization paid deficiency tax on expanded withholding tax
amounting to ®324,719 and the corresponding surcharge and interest of #81,180 and

P467,408, respectively.

On February 5, 2018, the Organization received the Notice of Decision for the alleged
deficiency taxes for taxable year 2010, including interests and penalties, in the total amount
of P41,460,662.

On November 29, 2018, the Organization paid 5,528,572 for deficiency VAT and $3,968,213
for deficiency income tax.

On December 20, 2019, the Organization paid P8,845,715 for deficiency VAT and 6,349,141
for deficiency income tax along with the notice of issuance of authority to cancel the
remaining tax assessment.
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