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(Fonnnly : I.M. Honrado Founilatiory Inc,)
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Report of Indepmdent Auditorg
A.R SAYSON & ASSOCIATE CPAg



IMH MICROFINANCE INC.
(F onnerly : l. M. Honraila F oundntion, lnc.)

A non+tock, non-yofit Or ganizatiut
CRH Building, Salugan, Camalig Albay

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCTAL STATEMENTS

The management of IMH MICROFINANCE lNC, (EormerlV: I.M. Honrado Foundntion,Inc) is
responsible for the preparation and fair presentation of the financial stabmenb including the
schedules attached thereur, for the yeari ended December g'1.,201T and 2016, in accordance
with the prescribed financial reporting framework indicated thereiru and for such internal
control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatemen! whether due to fraud o. error.

In preparing the financial statemenb, management is responsible for assessing the
Company's ability tro continue as a going concern, disclosing asipplicable matters related togoing concern and using the going concern basis of accounung-unless management either
intends to liquidate the Company or to cease operations, or has no realistic alternative but todo so.

The Board of Drectors is responsible for overseeing the Company's financial reporting
process.

The Board of Directors .-"-"*l and approves the financial statements including the schedules
attached thereiru and submit the same io the stockholders.

A'R' sayson & Associates, cPAs, the independent auditors, appointed by the stockholders
has audited the financial statemenb of the company in accordarice with philippine Standards

iu "pi*;i'th" i"l*"r, orpresentation upon ion of such examination.

Chairman

Signed this 12o day of April2018.



IMH MICROFINANCE INC.
(Formerly: l.M. Honrailo Founilntion, lnc)

A n on -sto ck, n on-pr ofi t Or gani z ation
CRH Building Salugan, Camalig Albay

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The management of IMH MICROFINANCE INC. (Formerly: IM. Honradn Faundation,Inc) is
responsible for all information and representations contained in the Annual Income Tax
Return for the year ended December 31,, 2077. Management is likewise responsible for all
information and representations contained in the financial statemenb accompanying the
Annual Income Tax 'Refurn covering the same reporting period. Furthermore, the
management is responsible for all information and representation contained in the in all other
tax returns filed for the reporting period, including, but not limite4 to the value.added tax
and./ ot percentage tax returns, withholding tax refurns, documentary stamp tax returns, and
any and all other tax returns.

In this regard the Management affirms that the attached audited financial statemenb for the
year ended December 3'1.,2017 and the acconnpanying Annual Income Tax Return are in
accordance with the books and records of jMH MICROFINANCE INC. (Formuty: lM.
Honrado Fwnilation,Inc.) complete and correct in all material respects. Management likewise
affinns that

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

any disparity of figures in the submithd reporb arising from the preparation
of financial statements pursuant to financial accounting standards of the
preparation of the income tax refurn pursuant to tax accounting rules has
been reported as reconciling items and maintained in the company's books
and records in accordance with the requirements of Revenue Regulations No.
U2007 and other relevant issuances;

c. the management of IMH MICROFINANCE INC. Forrzerty: lM. Honrado
Foundation, Inc.) has filed all applicable tax returns, reporb and statements
required to be filed under Philippine tax laws for the reporting period and
all taxes and other impositions shown thereon to be due and payable have

the reporting period, except those contested in good faith.

a.

Chairman



A.R. Sayson & Associates
C-er tifre d P ublic Accountan ts

Report of lndependent Auditors

To the Board of Trustees and Members of
IMH MICROFINANCE INC.
(Formerly: l.M. Honrado Foundation, lnc.)
A non-stoch non-proft Organization
CRH Building Salugan, Camalig Albay

We have audited the financial statements of fMH MICROFINANCE INC. (Fonnerly: I.M. Honrado
Foundation, lnc.) (he Association), which comprise the statements of financial position as of December 31,
2017 and 2016 and the statements of comprehensive income, changes in fund balance and cash flows for the
years then ended and notes to the financial statements, including a surnmary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31,2017 and 20'1.6, and is financial performancJand its cash flows
for the year then ended in accordance with Philippine Financial Reporting Standards for Small and Medium-
sized Entities (PFRSs for SMEs).

Basis for Opinion

We conducted our audit in accordance with Philippine Standards on Auditing (PSA"). Our responsibilities
under those standards are further described rn tlrre Auditor's responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the Philippines, the Code of Ethics
for Professional Accountants in the Philippines, and we have fulfiIled our other 

-ethicat 
responsibilities in

accordance with these requiremenb. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities af Management and Those Chargeit with Gooenwnce for the Einancial Statements

lvlanagement is responsible for the preparation and fair presentation of the financial statements in accordance
with Philippine Financial Reporting Standards for Small and Medium-sized Entities (pFRSs for SMEs), and
for such intemal control as marurgement determines is necessary to enable the preparation of financial
statemenb that are free from material misstatemenL whether due to fraud or elror.

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

Those charged with govemance are responsible for overseeing the Association's financial reporting process.

Auilitor's Responsibilities for thc Auilit of the Einancial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are fiee
from material misstatements, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assur.rnce but is not a guarantee that an audit conducted in
accordance with IISAs will a-lways 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-financiai statements.
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Independent Auditor's Report
Page 2

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 nisstaterrent of the financial stateilrents, whether due to
traud or errot 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 errot as
fraud may involve collusioru lorgery, intentional omissions, misrepresentations, or the override of
intemal control.

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

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

o Conclude on the appropriateness of management's use of the going concern basis of accounting and
based on the evidence obtained, whether a material uncertainty exists related to evenb or conditions
that may cast significant doubt on the Association's ability to continue as a going concern. If we
conclude that a uraterial uncertain$r exists, we are required to draw attention in our auditor's report
to the related disclosures in the 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
auditols report. However, future evenb or conditions nury cause the Association to cease to
continue as a going concern.

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 sigrificant deficiencies in internal control
that we identify during our audit.

Report on the Supplemmtary lafonnatiott

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary information required under Revenue Regulafions L*?ft1J1. and 1.5-201A in Note 24
to the financial statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the basic financial statements. Such information is the responsibility of the management of
the Association. The information has been subjected to the auditing procedures applied in our audit of the
basic financial statements. In our opinion, the inforuration is fairly state4 in all material respects, in relation
to thc basic financial statcmcnt bkcn as a r,r'holc.

A-R. SAYSON & ASSOCIATES, CPAS
TIN OO'NGE7O
BOA,z PRC No. 051.1 valid until December 2018
CDA A.N. CEA406LAF valid untilJanuary A,NN
SEC Accredited No. 0314-F valid until fuly 27, 2020

.?rJ^
P.T.R. No. 90L1079, lanuary 3, 2018, I"egazpi City, Atbay
BOA/ PRC No. 0511 valid until December 2018
BIR Acc. No. 1Gfi)2027401-Nl6valid until February 2019
SEC Accredited No. 161$4 valid until |uty 22,2020
TIN 170486473

March Z 2018
Irgo"p, City, Albay
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IMH MTCROFTNANCE rNC.
(Formerly: I.M. Honrado Foundation, Inc.)

A non-stock, non-profit Organization

STATEMENTS OF FINANCIAL POSITION

As of Decembu 37

(ln PhiliWine Peso) Notus 2Ut7 201.6

ASSETS

Current Assets

Cash and Cash Equivalents

Loans and Receivables

Accounts Receivable and Other Receivale

Other Current Assets

2,5

2,6
aa

2,8

11865,870

%,615,93O

557,157

7W2&

20,727,230

102,135,762

710,912

9%,s99

113,789,22;1 l?3,910,404

Non-catent Assets

Loans Receivables

Property and Equipment, net

7q

2,1,0

927,y14

2+457,W
763,076

4,043,692

2:5,sffi,W| 4,806,7ffi

TOTALASSETS 139,174,474 728,717,772

LIABILMES AND zuND BALANCE

Cunent Liabilities

Savings Deposit

Accounts Payable and Accrued Expenses

Advances from Trustees

Loans Payable

1.1,

)1?

2,20

2,'13

44,588,098

9,837,U3

8,fi)0,(no

332,72295

46376,051

17,903,30L

L0,fi)0,000

78,375,5Q
T o t al current Ii abilitie s 95,797,637 92,6il,892

N on- Cun en t Liabili tie s

95,797,637

Fund Balance 2,'15 43,376,937 37,740,942

TOTAL LIABILMES AND FUND BALANCE 139,t74A74 128,777,172

$tr
\r

I
\t

(See accompanyring notes to fnancial statements)
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IMH MICROFTNANCE rNC.
(Formnly : l.M. Honrado Foundation, Inc.)

A non-stock, non-profit Organization

STATEMENTS OF RECEIPTS AND E)(PENSES

For tlu yearc enileil Decewber 37

(In Philippine Peso)

RECEIPTS

Interest Income

lnterest Income on Bank Deposit

Other Income

2 59N2,895

83,639

2,1,6 6ZL,l6

w,il',6'15
ffi,517

ft7,032
Total Receipts 59,'1,69,79

OPERATING AND ADMIMSTRATIVE HPENSES (55,145,663) (54,s37,475)2,17

ilCESS OF RECEIPTS OVER EXPENSES

(See accompanying notes to financial statemmts)

.,'..]\
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IMH MTCROFTNANCE rNC.
(F ormerly : l.M. Honrado F ounilation, lnc.)

A non-stock, non-profit Organization

STATEMENTS CHANGES IN FI,JND BALANCE

For the year endcilDecanbt 37

(In Philippirrc Peso) Nofes mr7 201.6

MEMBERSi CONTRIBUTION
Balance at the beginning of the year
Additional Contribution

r4ws32
10,(n0,000

12,34,532

Balance, December 37 2,1.5 ?2,W,532 12,344,532

ACCI,,MULATED SAVINGS
Balance at the beginning of the year
Excess of Receipts over Expense

Adjustrnents

1.9,396410

+76\U7

'1"4,764,7?n

4,63',',,690

Balance, December 37 2t,0343'J5 19,396,410

zuND BALANCE DECEMBER31 43,376937 31,740,942

(See accompanying Notes to Financial Statements)



IMH MICROFINANCE rNC.
(F ormerly : l.M. Honrado F oundation, Inc.)

A non-stock, non-profit Organization

STATEMENTS OF CASHFLOWS

As of December 31

(In Philippine Peso) Nofes 2076

CASH FLOWS FROM OPERATING ACTIWilES
Excess of Receipts over Expense

Income from Deposit in Bank

Depreciation

Prior Years Adjusbnent
2,1.0

4,7640t7
(83,53e)

2,lffi,539

4,63'1.,690

F6,51n
2,976,778

(3126J211
Operating income(loss) before working capital changes

Changes in operating assets and liabilities

(Increase) decrease in:

Loans and Receivables

Accounts Receivable and Other Receivale

Other Current Asset

Increase (decrease) in:

Savings Deposit

2,5

2,7

2,8

11.

3,712,795

5519,892

(11,1821

186,335

l1,&7,xt},

7,55'1,,951

4,791,453

9,392

189,504

3,g54'gg4
Accrued expenses and other payables 2,12 (8,066,05S) (4,7J2,g{16)

Cash generated trom operation (946,2911 11,659,309

Interest Income Received 83,639 56,517
Net cash prwided by operating actiaities QsLsnl 71,775,825

CASH FLOWS FROM INVESTING ACTIWTIES
Purchase of and equipment

Net cash prwided by inaesting actiuities

2,1.0 (22,5741ffi'
(22,574,1851 (3,392,673)

CASH FLOW$ FROM FINANCING ACTIVTTIES
Procee ds from (payments ofl :

Loans payable

Advances from Trustees

Additional members contribution

73,74

2,20

70,szsAr8

(2,000,000)

10,fi)o,fi)0

(3,401,811)

N e t cash prwided by fnancing acfivities 18,575A18 (3,AOr,arr;

INCREASE (DECREASE) IN CASH BALANCE
CASH BALANCE, JANUARY 01

(4,261,ffi|
m,127,2N

4,92't,U"!,

15,205,99{)
CASH BALANCE, DECEMBER 31 2,5 15tr65;870 20,127,2n

(See accompanying notes to financial statements)

$$$
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IMH MICROFINANCE INC.
(Formerly: l.M. Honrado Association, Inc.)

NOTES TO FTNANCIAL STATEMENTS
For the years ended December 31, 20L7 and 2016

NOTE 1 - ASSOCIATION'S INFORMATION

The JMH MICROFINANCE lNC. (Formerly: l.M. Honrado Foundation,lnc.) (the Association) a non-stocls non-
profit organization was organized and registered with the Securities and Exchange Commission (SEC) on
October 07, 20M with SEC Registration No. CN200429482 and Bureau of Internal Revenue with Tax
Identification No. 00G140-730.

The Associationls primary purpose of which is it to implement a microenterprise development strategy and
provide microfinance programs, products and services such as a microcredit and microsavings. (As amended
on April25,2074

On May 'l'6, 2077, the SEC approved the amended articles of incorporation amending Article I, II and III,
which states the following:

o Article I - Registered Name: From j.M. Honrado Foundation,Inc. change toJMH MICROFINANCE INC.
o Article II - Primary Purpose
o Article III - Transferring the principal office address of from 1620 National Highway Purok 2, Baftag

Daraga Albay transferred to CRH Building, Salugan, Camatg, Albay.

On March 15,2018, the Association was issued a Certification by SEC certifying thatlMH MICROFINANCE
INC. has not been dissolved nor has received any information derogatory to said corporation that would
prevent it from exercising its primary franchise. As of to date, the Association is in the process of applying for
accreditation as Microfinance Non-Government Organization.

Approoal of Financial Statement
The financial statement of the Association as of December 3'1,,2017 was authorized for issue bv the Board of
Trustees on February 28,2018.

NOTE 2 - BASIS OF PREPARATION AND SI.'MMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of Preparation
The financial statements of the Association have been prepared in accordance with the PFRS for SMEs. These
financial statemenb have been prepared under the historical cost convention. The FRSC and the SEC have
adopted PFRS for SMEs which is applicable to all qualified SMEs effective for annual period beginning on or
after |anuary 1,20'10.

Functional and Presentation Currency
The Associationis financial statemenb are presented in Philippine Pesos, the currency of the primary
economic envfuonment in which the Association operates. All values are rounded to the nearest peso, except
when otherwise stated.

IMHMTCROFTNANCETNC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,201.7 AND 2016

,-"--
Page 1of '18



Statement of Compliance
The preparation of financial statements in conformity with the PFRS for SMEs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying
the Associationrs accounting policies. Areas involving a higher degree of judgment or complexity, or areas
where assumptions and estimations €ue significant to the financial statements are disclosed in Nofe 3.

Financial Instrument
AII financial asseb and financial liabilities in the statement of financial position are recognized when the
Association becomes a party to the contractual provisions of the instrument.

. lnitial Recognition of Fiwncial lnstruments
Financial Asset and Financial liabilities are recognized initially at cost. After initial recognitiory basic
financial assets and basic financial liabilities €ue measured at amortized cost less impairment except
for investrnent in shares that are publicly traded or whose fair value cam otherwise be measured
reliably, which are measured at fair value with changes in fair value recognized in the statement of
comprehensive income

. Impsirmmt of Financial Asset
At the end of each reporting period, management assess whether there is objective evidence of
impairment of any financial assets that are measured at cost or amortized cost. If there is o$ective
evidence of impairment, the Association shall recognized an impairment loss in the statement of
comprehensive income immediately. If in subsequent period, t]'re amount of an impairment loss
decreases and the decrease can be related objectivety to an event occurring after the impairment was
recognized the Association shall reverse he previously recognized impairment loss either directly or
adjusting the allowance account. The reversal shall not result in a carrying amount of the financial
asset (net of allowance account) that exceeds what the carrying amount would have been had the
impairment not previously recognized. The Association shall recognized the amount of reversal in
the statement of comprehensive income immediately.

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

transferred substantially all the risks and rewards of the asset, but has transferred control of
the asset.

. Oflsetting Financial Instruments
Financial assets and financial liabilities are offuet and the net amount on the statement of financial
position if, and only rf, there is a currently enforceable legal right to offset the recognized amount
and there is an intention to settle on a net basis, or to reahze the net 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 statement of financial position.

Financial Asset
Financial Assets consist of the following:

Cash pertains to cash on hand and in banks. Cash equivalents are short-terrn, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of three
montis or less from dates of acquisition and that are subject to an insignificant risk of change in
value.

IMH MTCROFINANCE rNC.
NOTES TO FINANqAL STATEMENTS
DECEMBER 31,2017 AND 2015 Page 2 of '/.8



Cash in banks denominated in a foreign currency are translated into Philippine Peso using the
closing rate at the reporting date. Foreign exchange gains or losses are included in statements of
activities.

Cash and cash equivalent includes cash on hand and in banks. Information on cash and cash
equivalent are discussed in Note 5.

Loans Receivables are recognized at face value less any allowance for uncollectible amounts. At the
end of each reporting period, the carrying amounts of receivables are reviewed to determine whether
there is any o$ective evidence that the amounts are not recoverable. Loans receivable represents
interest bearing loan assistance to qualified beneficiaries in the different communities where the
Association operates. This account is stated at outstanding principal balance reduced by allowance
for loan losses, if anv.

Advances pertain to unutilized and unliquidated advances as at reporting date. These are
recognized initially at the transaction price and subsequently measured afamortized cost using the
effective interest method, less provision for impairment. e provision for impairment of advancls is
established when there is objective evidence that the Association will noi be able to receive the
liquidation reports for aII amounts allofted for each project.

When a proiect is discontinued caused by ary administrative, legal or other factors, these are
indicators that these advances are impaired. The amount of the protri"ior, is the difference between
the asset's carrying amount and the present value of estimated future cash flows, discounted at the
effective interest rate. The carrying amount of the asset is reduced through the use of an allowance
accounf and the amount of the loss is recognized in the statement of support, donations and
expenses. When advances remain unliquidated despite the completion of specieea project and after
the Association has exerted all administrative remedies, it is written-ok against the allowance
account for advances.

Subsequent recoveries of amounb previously writben-off are credited against expenses in the
statement of support, donations and expenses. Reversals of previously- recordei impairment
provision are credited in the statement of support, donations urd 

"*p".rus 
based on the result of

management's update assessment, considering the available facts and chutrge" in circumstances.

Non-Financial Aseet
Non-Financial Assets consist of the following:

Property and equipmenf except land, is stated at cost less accumulated depreciation and any
accumulated impairment in value. Such cost includes the cost of replacing part of the property ani
equipment at the time that cost is incurred, if the recognition criterii *e *ui, and excludes the costs
of day-to-day servicing. Land is stated at cost less any impairment in value.

The initial cost of property and equipment consists of its purchase price, including import duties,
taxes and any directly attributable costs necessary in bringing the asset to its working condition and
location for its intended use. When each major inspection is performed, its cost is recognized in the
carrying amount-of the property and equipment as a replicement if the recognition criteria are
satisfied. Expenditures incurred after the item has been put into operationl such as repairs,
maintenance and overhaul costs, are normally recognized aJ expense in the period such costs are
incurred. In situations where it can be clearly demonstrated that the expenditures have improved the
condition of ft1T::a \fot a the originally assessed standard of performance, the e*p".rditur"s are
capitalized as additional cost of property and equipment.

IMHMTCROFINANCEINC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016

Page 3 of 18



Depreciation is computed using the straight-line method over the estimated useful lives of the assets.
The estimated useful lives are as follows:

Leasehold irnprovements 5 years or term of the lease whichever is shorter
Computers and computer software 3
Office equipmenf furniture and fixtures 3
Transportation equipment 5

The residual values, usefuI lives and method of depreciation of the assets €ue reviewed and adjusted,
if appropriate, at each reporting date. Fully depreciated asseb are retained in the accounts uniil they
are no longer in use and no further depreciation and amortization is credited or charged to current
operations. If there is an indication that there has been a significant change in depreciation rate,
useful life or residual value of an asset, the depreciation of that asset is revised piospective$ to
reflect the new expectations.

An item of property and equipment is derecogruzed when either it has been disposed or when it is
permanently withdrawn from use and no future economic benefits are expected from its use or
disposal. Any gains or losses arising on the retirement and disposal of an item of property and
equipment are recognized in the statements of activities in the period of retirement or disposal.

Impairment of Propertv and Equipment
At each reporting date, properf and equipment are reviewed to determine whether there is any
indication that those assets suffered an impairment loss. If there is an indication of possibie
impairmenf the recoverable amount of any affected asset (or group of related assets) is estimated
and compared with its carrying amount.

If estimated recoverable amount is lower, the carrying amount is reduced to its estimated
recoverable amount and an impairment loss is recognized immediately in the statements of
activities.

If impairment loss subsequently revenses, the carrying amount of the asset (or group of assets) is
increased to the revised estimate of recoverable amount, but not in excess of the amount that would
have been determined had no impairment loss been recognized for the asset (or group of assets) in
prior years. A reversal of impairment loss is recognized immediately in the statements of activities.

Financial Liabilities
Financial liabilities include Accounts Payable and Other Current Liabilities and Loans pavable.

Accounts Payable and Accmed Expenses are measured initially at their fair values and subsequently
recognized at amortized costs less settlement payments.

Accruals are liabjlities to-Pay for goods or services that have been received or supplied but have not
been paid, invoiced or formally agreed including amounts due to employeee. It is necessary to
estimate the amount or timing of accmals, however, the uncertainty is geneially much less than for
provisions.

Loans Payable are recognized initially at the transaction price that is the present value of cash
including transaction c-osts, if any. These are subsequently stated at amortized cost. Interest expense
is recognized on the basis of effective interest method and is included in other charges on thu
statements of revenues and expenses.

IMHMTCROFTNANCETNC.
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Financial liabilities are recognized initially at their fair values and subsequmtly measured at amortized cost,
using the effective interest method for maturities beyond one year, less settlement payments.

Financial liabilities are classified as current liabilities if payment is due to be settled within one year or less
after the end of the reporting period, or the School does not have an unconditional right to defer settlement of
the liability for at least twelve months after the end of the reporting period. Otherwise, these are presented as
noncurrent liabilities.

D ereco gnition of F inancial Liabilities
A financial liability is recognized when the obligation under the liability is discharged, cancelled or expired.
When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an edsting liability are substantially modified, such an exchange or modi'fication is
heabed as a derecognition of the original liability and the recognition if a new liability, and the difference in
the respective carrying amounts is recognized in the statement of comprehensive income.

Fund Balance
Fund balance pertains to the donations received by the Association less the program and administrative
exPenses. The Fund balance is measured at the fair value of the consideration received at the date of
contribution.

The amount included in fund balances includes accumulated excess of revenues over disbursement reduced
by funds retumed to funding agencies/partners and other adjustments. Funds returned to funding
agencies/partners are recognized as a tiability and deducted from fund balances in accordance with specifil
provisions of the conbact related to the funds. Fund balances may also include effect of changes in
accounting policy as may be required by the transitional provisions of new accounting standardi and
interpretations.

Revenue
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Association
and the revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received. The following specific recognition criteria must also be met before revenue is recognized:

recognized when received rendered from the members of the Association.

all financial assets at amortized cost using the effective interest method.

investrnents is recognized when earned while interest income from loans receivable are recognized
when received regardless of when earned.

charges which are recognized as revenue upon collection.

Expenses
The-Association recognizes disbursements for personnel expenses, general and administrative expenses when
paid rather when obligations are incurred, except for finanie costs,iepreciation and amortization of property
and equipment and provision for probable losses.

Expenses are decreases in economic benefits during the accounting period in the form of oufflows or decrease
of assets or incurrence of liabilities that result in decreases in fund balance.

IMH MICROFINANCE rNC.
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Expenses are recognizeil in the statemmt of income;
o On the basis of a direct association between the costs incurred and the earning of specific items of

income;
o On the basis of systematic and rational allocation procedures when economic benefib are expected to

arise over several accounting periods and the association can only be broadly or indirectly determined;
or immediately when expendifure produces no future economic benefits or when, and to the extent that,
future economic benefits do not qualify or cease to qualify, for recognition in the consolidated statement
of financial position as an asset.

Finance Costs
Finance costs pertain to the interests paid by the Association for the savings maintained by the borrowers
once they have availed loans. Finance costs are recognized when incurred.

EmPlolrees' benefits
Employee Benefits are all forms of consideration given by an entity in exchange for service rendered by
er-nPl_oyees,, including directors and management. Employee benefits consist of short-term employee benefits,
yh.! includes wages, salales, statutory bonuses, social security contributions and othei non-monetary
benefits. These are accrues during the period in which the related services are rendered by employees of ttre
Association.

Short-term benefits
The Association recogmzes a liability net of amounts already paid and an expense for services rendered by
9m,Plo-Yees 

during the accounting period. Short-term benefits grven by the Association to its employees
include salaries and wages, social security contributions, short-term compensated absences, bonuses, non-
monetary benefits, and other short-term benefits.

P o s t-employmen t benef t s
As of the audit date, the Association has no defined, established and trusteed employees' retirement/pension
plans. The Association does not have a policy on retirement benefits but the association pays certain amount
of money to employees upon retirement from service.

Termination benefts
Termination benefits are payable when employment is terminated before the normal retirement date, or
whenever an employee accepts voluntary redundancy in exchange for these benefits. The Association
recognizes termination benefits when it is demonstrably committed to either, terminating the employment of
current employees according to a detailed formal plan without possibilify of withdiawal; oi providing
termination benefits as a result of an offer made to encourage voluntary reiundancy. Benefits raring auE
more than 12 months after the balance sheet date are discounted to present value.

Leases

F*": in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases are recognized in the statements of
sowces and applications of funds on a straight-line basis when paid rather than over the term of the lease.

A lease is classified as an operating lease if it does not transfer substantially all risks and rewards incidental
to ownership.

Association as lzssee
Operating lease payments are recognized as an expense on a straight-line basis over the lease term, except
when another systematic basis is more representative of the time putt"rr, in which economic benefits from the
leased asset are consumed. Contingent rentals arising under operating leases are recognized as an expense in
the period in which they are incurred.

JMH MTCRORNANCE rNC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, M17 AI{D 20,6

Page 6 of 18



In the event that lease incentives ae received to enter operating leases, such incentives are recognized as a
liability. The aggregate benefit of incentives is recognized as a reduction of rental expense on a straight-line
basis, except when another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

Relad 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 su$ect to common control or corlmon significant influence. Related
parties may be individuals or corporate entities. Transactions between related parties are based on terms
similar to those offered to non-related parties. (see Note 20)
Provisions
Provisions, if any, are recognized when the Association has a present obligation (legal or constructive) as a
result of a past event, it is probable that an ou$low of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

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

Events Afber the Reporting Period
Post year-end events that provide additional information about the Association s assets and liabilities at
reporting period (adjusting events) are reflected in the financial statements. Post yearend evenb that are not
adiusting events are disclosed in the notes to the financial statements when material.

NorE 3- sIGNIFIcAr.,lr Accoul.ITINc IUDGMEl.,rrs AND EsrrMATEs

The preparation of the financial statements in accordance with PFRS for SMEs requires the Association to
make judgments, estimates and assumptions that affect the reported amounts of asiets, liabilities, revenues
and expenses and disclosure of contingent assets and liabilities, at the end of the reporting period. F{owever,
uncertainty about these assumptions and estimates could result in outcomes that iequire a material
adjushnent to the carrying amount of the asset or liability affected in future vears.

Judgments
In the Process of applyrng the Association's accounting policies, marngement has made the following
judgments, which has the most significant effect on the amounts recognizedh the financial statements.

Functional Cunency- The Association determined that it's functional and presentation currency is philippine
peso. The Philippine peso is the currency of the primary economic en,rironme.rt in which ti. Ar"*iutiort
operates.

Reaenue. The Association assesses its revenue arrangements against specific criteria in order to determine if it
is acting as principal or agent' The Association has concluded that it is acting as principal in all of its revenue
arrangements.

Opetating Leases. The Association leases its office space. The Association has determined that the
arrangements are operating leases rather than capital lease as there is no transfer of risks and rewards to the
lessee.

Estimates and AseumpHons

Jhe key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
g"-t"j !h"t have a signific:rnt risk of causing material idjustrnent to the carrying amounts of assets and.
Iiabilities within the next financial year are discussed beiow. The Association based its assumptions and
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estimates on parameters available when the financial statements were prepared. Existing circumstances and
assumptioru about future developments however, may change due to market changes or circumstances
arising beyond the control of the Association. Such changes are reflected in the assumptions when they occur.

Alluuance for Loan Losws. The Association assesses whether objective evidence of impairment exist for loans
and receivables that are individually significanf and collectively for loans and receivables that are not
individually significant. Allowance for loan losses is maintained at a level considered adequate to provide for
potentially uncollectible receivables. The level of allowance is based on the aging of the loans and receivable,
past collection experience and other factors that may affect its collectabitty. The allowance is established
through charges to income in the form of loan loss provision In additioru accounts that are specifically
identified to be potentially uncollectible are also provided with adequate allowance.

Estimated Useful Liaes anil Impairment of Property and Equipmenf. The useful tife of each of the Association's
property and equipment is estimated based on the period over which the asset is expected to be available for
use. Such estimation is based on a collective assessment of industry practice, intemal technical evaluation and
experience with similar assets. The estimated useful life of each asset is reviewed periodically and updated if
exPectations differ from previous estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limitations on the use of the asset. It is possible, however, that future financial
performance could be materially affected by changes in the amounts and timing of recorded expenses
brought about by changes in the factors mentioned above. A reduction in the estimated useful life 

-of 
anv

property and equipment would increase the recorded expenditures and decrease noncurrent assets. On the
other hand, the Association assesses impairment on its property and equipment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable. The factors that the
Association considers important which could trigger an impairment review include significant
underperformance relative to expected historical or projected future operating results and significanichanges
in the manner of use of the acquired assets or the strategy for overall business.

No changes in the useful life were made and no impairment losses were recognizedrnz}lT and 2016 for
property and equipment. The carrying value of property and equipment as at becember g1,2017 and 2016
amounted toP 24,457,34t0 and P4,043,69| respectively (xeNote 10).

NOTE 4 - FINANCIAL RISK MANAGEMENT

Management of Financial Risk
The Board of Trustees has overall responsibility for the establishment and oversight of the Associationls risk
management framework. The board has established the Association's assets, liability, credit and operational
risk committees, which are responsible for developing and monitoring the AssociiUon s risk management
policies in their specific areas. All board committees have executive and non- executive memhrs anJreport
regularly to the Board of Trustees on their activities.

The Association's risk management policies are established to identify and analyze the risks faced by the
Association, to set appropriate risk limits and control, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes to market conditions, products
and services offered- The Association, tfuough its training and management standards and proceduies, aims
to develop a disciplined and constructive conkol environment, ln which all employees understand their roles
and obligations.

The Association's risk audit committee is responsible monitoring compliance with Associatiorls risk
management policies and procedures and for reviewing the adequacy of *re risk management framework in
relation to the risk faced by the Association. The Association's audit committee is assisied in these functions
by the Internal Audit and Compliance Unit. The Internal Audit and Compliance Unit undertake both regular
and ad-hoc reviews of risk management controls and procedures, the iesult of which are reported. t6 ttre
AuditCommittee.
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Tfu Association's risk management policies ure summaized beluu:

Credit Risk
Credit risk is the possibility that the Association suffer losses when a counterparly to a credit transaction fails
to meet its financial obligation.
The Association s credit risk is primarily attributable to its receivable. The Association has adopted stringent
procedure in extending credit terms to clients and in monitoring its credit risk.

The Association has established controls and procedures in ib credit policy to determine and monitor the
credit wortJtiness of customers and counterparties. Moteover, the project agreements with customer inherent
protection clauses, i.e. Change in laws/ circumstances among others.

(In Philippine Peso) 2Ur7 201.6
Cash in Banks
Loans Receivables

15,865,877.

%.615.9n
20,127,231

102,135,762

Liouidity Risk
Liquidity risk is the risk of encountering difficulty in raising funds to meet commitments associated with
financial instruments.

The Association's maintains adequate highly liquid assets in the form of cash to assure nec€ssary liquidity. It
maintains what it believes to be sufficient cash level. In addition, the Association manages its Uquiary fy
managing the maturity profile of its outstanding loans.

Market Risk
Market risk is exposure to changes in market rates that may ad.versely affect the Association value and ability
to meet obligations as they mature. Market risks cover interest rate and foreign exchange risks.

NOTE s - CASH AND CASH EQUIVALENT

This account at December 31 consists of:

(In Philiwine Peso) 2017 2015
Cash in Bank
Cash on Hand
Petty Cash Fund
Others

l1.,tn7,22g
+193,687

166,000
79,955

17,015,754
2,535,699

L03,500
472,279

Total 20,127,230

Cash in banls earn interest at the respective bank deposit rates.

Interest income amounted to F 83,639 and p 56,512 in2017 and 2016, respectively.

NOTE 5 - LOANS RECEIVABLES

This account at December 31. consists of loans granted to members:

(In PhiliWine Peso) m77 2016
102,527,W6 108,310,116Loan Receivables

Less: Allowance for 91. t7.
Net RealizablcValue

IMH MICROFTNANCE INC.
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As to Loan Type and Performnnce:

Interest Rate
(Per nronth)

2m7 201,6(In PhiliWine Peso)

Kabuhayan Loans Receivables
Current
Past Due

Kaagapay l,oans Receivables
Current
Past Due

Palay Loans Receivable
Current
Past Due

Employee Loans Receivable
Current

Appliances Loans Receivable - Dream Cable
Multipurpose Incentives Loan - Educational
AGAP Loans Receivable

Current
Past Due

2.757.

3%

3%

'l."7o

77o

1,%

167" (100 days)

96,684093
2400,777

137,495
11,351

rs7l87
1,188"890

2,68,6,279
2,423

78,612

1,725,359
143110

104,649,399_

259,600

-1,,u6,397_

7,495,710
119,829

33,521,

305,670

Total 102,527,996 1.08,310115

Loans Receivables consist of KABUHAYAN LOAN PROGRAM which means "Kaunlaran sa Buhay Hango sa
Yaman ng Negosyo) and KAAGAPAY LOAN PROGRAM which means "Katuwang at Gabay sa Pag-unlad
at Pagyabong ng Negosyo) these are group and individual loan respectively. The purpose of the loan is for
starting or additional capital. KABUHAYAN earns interest of 2.75% per month while KAAGAPAY earns 3%
per month both for a maximum of six (6) months bo pay. This Palay Loans Receivables is granted to farmers
earning an interest rate of 3o/o per month and payable after three (3) months or during harvest.

In 2015, the Association introduces a new loan profile called Alalay sa Ganap na Pagunlad (AGAP) which can
avail by the client with businesses ranging from medium sized sari-sari stores, mini grocery stores, food
vending (mini-eateries, distribution of foodstuffs thru vendors/retailers), market stalls, personal services
shops, repair shops and similar business and kade, transport service operators, and the likes. This loan has
the following terms and condition:

1. Loan payable in 100 days of equal daily instalments from Monday to Saturday, with Sunday
payments advanced during the week

2. Loan payments may be advanced to avail of early re-loan
3. Loan bearing 15% interest, deducted upfront
4. Inclusive of free Life Insurance and Loan protection benefits

The Association also established another loan program to the dependents of their member clients to support
their educational need, This Educational Loan is an incentive to individual clients for showing good
performance, with the following terms and charges:

MIL Loan Tvpe Anrount Term Charges
1. Educational

Loan
(Pangpa-aral)

P 2,000 to P5,000
P 5,500 to P8,000
P 8,500 to P10,000
P 10,500 to P15,000
P 15,500 to P20,000

6 months
7 months
8 months
9 months
10 months

- 2.75% Interestper month
- 20Y" Fixed Savings as

compensating balance as per
Kabuhayan policies

- 3% Service Fee
- Loan protection

JMH MICROFINANCE INC.
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A reconciliation of the allowance for probable losses at the beginning and end of 2077 and 2076 is shown
below.

(In PhiliWirtqleqo) 20162Ur7
Balance at beginning of the year
Additional Provision during the year

6,174,353 3,927,407
805,893 2,999,266

W{ite-off __ (1,069,180) (641,320)
balance at end of year 5,9L4066 6,174,959

The write-off of allowance for bad debts was approved by the Board of Trustees for the yeat 2017 and 2016
was on October 25,2017 and October 27, 2016, respectively.

NOTE 7 - ACCOUNTS RECEIVABLES AND OTHER RECEIVABLES

This account at December 31 consists oi

Peso) 2017 201"6
Due from Employees
Due from Suppliers
Advances to Officers and Staff

32348/4.
2t24,973

4,2N

426,872
756,200

25,140
101,600Others

Total 557,157 710,812

Due ftlm nnployees pertains to loans made by the employees of the Association which are non-interest bearing
and deducted on their semi-monthly salary.

D13 frnn suppliers includes an advance payment by the Association for the use of a Retailer Teller Machine
(RrM).

Adaances to Officers and Staff consist of a budget for opening of branch such as transportation and other
expense to be deducted during their semi-monthly salary.

NOTE 8. OTHER CURRENT ASSETS

This account at December 31. consists of:

Peso) 2077 2016
Prepaid Rent
Supplies on Hand
Dream Load Card
Dream Satellite Disks
Others

370F00
29t,gg2

577,960
96,159
52,267

139,440
76,774s7,87;

Total 750,2& 936,599

Supplies on hand consists of Certified Seeds, Fertilizer and Pesticides used in palay loans.

NOTE9 - LOANS RECETVABLE (NON-CURRENT)

Loans Receioables consists of-motorrycle loans that given to employees without interesf wherein 25% of the
cost of the motorcycles will be shouldered by the Aisociation wtrite the 7|o/o shallbe borne by the employee.
These loans which are payable in equal semi-monthly installments over a period of 5 to t0 years tirrolgl,payroll deductions, are interest-free and secured by ihe vehicles acquired 

-from 
the proceeds of the loans.

3"-t:g" fo{l-eisht (48) employees who availed of this program. This account has a balance as of December
31,2077 and 2016 amounting to? 927,91,4 and? 26i,076, i""pltirr.ly.
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NOTE1O - PROPERTY AND EQUIPMENT, NET

This account at December 31 consisted of:

(hr Philippine Peso)

I^and Building
_ Furnifure,

r rangportanon
- : r'ixtue & Off. Totalr,qurpment

EouiDment
Cost

fanuary 1

Additions 3,m0,000 10.000.m0
4,2J0'M

32L29
8,692,579 74yLffi3
9-L57-552 22-814.18(r

December3l 3,m0,m0 10,!00,000 +57L318 77,94,59i 35515"849
ACCUmUratec oepr€cranon

|anuary 1 4012,657 5,8{16,319 8,89t3,y7v
9eprcclatiolr - - Z3f.,ryI2 I,42l,62Z Zt60,SggDecember3l znt,sos@

9,635"535 24A57,g40

Icasehold
Improvement

Transportation
Equipment

Fumiture
Fixture & Off.

January 1

Additions
77,123 3,M9,925 6,500,065 9,627,113

159 2,-t92,5r4
December 31

Accumulated depreciation
January 1

Depreciation

77,L23

77,t23 1,229,292
7&3.359

8,692,579 '13,019,786

4,692,W 5,999,315
2;t93,41,9 2,976,nE

December 31 976,@3
t\et ou)KoanE _ 2,97,433 1,g0672ffi 4,043,692

NOTE 11 - SAVINGS DEPOSIT

This account at December 31 consists of:

Qn Peso) 2017 2016
4't,?20477Pilit Impok

Para sa Kinabukasan
Total

JMH MICROFINANCE INC.
NOTES TO FINANCIAL STATEMENTS
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3,467,
lM,68g,ogg

43,538,160
2,937,997

This "Pilit Impok" is the savings of the center funds where the member belongs. It is deducted from the loan
upon release with the rate 17o of the total loan. This can be used for any project development of the center.
The "Pilit Impok Fuads" is the savings of each individual member which i" *ore or less 10% of their weekly
amortization. Members can withdraw the savings upon withdrawal or termination of their membership. The"Pilit Impok Funds" earns interest of 2% per quaitet-based on the outstanding balance.

This "Impok Para sa Kinabukasan" is a savings made by the employees of the Association deducted in their
monthly salary earning an interest of 67o per annum. This can be withdrawn upon their termination or
separation from the Association
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NOTE12. ACCRUED E)(PENSES AND OTHER PAYABLES

This account at December 3L consists of:

(In Philppine Peso) mt7 201,6
Accounts Payable
Calamity Fund
Accrued Interest
Accrued Medical Expenses
SSS/ PH/ INS. Premium Payable
Unearned Interest Income
Taxes payable

6,713,572
1,913,95{)

474,945
582,2ffi
351,774

297,7M
83,041

16,01,9,223
227,410
72.5,526
212,800
302,525

64,799
96,'t47

Directors fee payable - 15,000
Total

Accounts Payable are composed of non-refundable insurance that are deducted
other Payables €ue obligations incurred on the basis of normal credit terms,

from loans of the borrowers.
unsecured and non-interest

bearing for the year 2017 and2076.

calamity Fund is an allocated amount to support the members and
emergency or natural calamities occurred.

NOTE 13 - LOANS PAYABLE (SHORT-TERM)

This account at December 31 consists of:

borrowers' livelihood in case of

Long Term-Loans Payable - SBCorp
Loans Payable - LBP
National Livelihood Development Corp. (NLDC)
People's Credit and Finance Corooration /pCFCl

2017
6475,792

27,W6,5M

2016
4,32'1,,339

9,M2,470
3,179,950

781

As to Interest Rnte
Loans to NLDC (formerly National Livelihood Support Fund) earns interest of 97o per annum as of 2012 and
2015 while loans to KFC earns interest rate of 10% per annrrn plus 1% service fee, payable within one ye€u
or less.

Loans payable consists of an unsecured loan from Land Bank of the Philippines (LBp), obtained to support
the working capital requirements of the Association. These Loans Payabl"'blu"" an interest rate of b.7StA'per
annum and payable within six (6) months.

NOTE 1.4 - LOANS PAYABLE (IONG-TERM)

This account at December 3L consists of:

As to Interest Rnte
Loans Payable r€Pr'esents an unsecur€d loan incurred by the Association from a Small Business Corp. (SB
Co.p.) earning an interest rate of 8% per annum, payable within 2years.

IMH MICROFINANCE INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2015

Page L3 of 18



NOTEls. FUND BALANCE

The Association uses the funds for the operational activities as indicated in the approved agreement with the
members. Fund balance are utilized only for projected activities in conformity with the approved work plans,
budgets, personnel and financial guidelines and policies of the Association. The fund balance as of December
3'1,, 2017 and 20L6, were amounted to p 42,052,010 and ? 21,740,942, respectively.

The Adjustments in the fund balance amounting to ? 3,126,121 as of December 3-1,,2017 represenb elroneous
adjusting entry in accrued expenses from previous years.

NOTE16 - OTHER INCOME

This account at December 31 consists of:

(In Philippine Peso) 2017
11.0,379

324088
186,680

201.6

59,356
181,599
326,078

Service Charge
Income from Bank Savings
Miscellaneous Income
T( 621,146 567,032

NOTE 17- OPERATING AND ADMINISTRATIVE EXPENSES

This account at December 31 consists of:

(In Philippine Peso) 2017 2016
Salaries, Wages and Benefits (see Note 20)
Transportation Expense
Interest and Bank Service Charge
Fuel and Lubes
SSS/P.H./Ins. Prem. Expense
Depreciation Expense
Repair and Maintenance
Rent - Office Space (see Note 18)
Communicatioo Light and Water
Supplies
Taxes and Licenses (see Note 23)
Loan Loss Provisions
Meetings and Trainings
Contracted Services
Staff Amenities
Representation
Medical Expense
Logistics Support - Palay Collection
Advertising & Promotion
Research and Development
Losses
Trustee Fee (see Note 20)

2l,u3,135
5,927377
44AL2M
l,0g6,gl7
1295,155
2,160,539
1,214,737

2329,573
\,7n,592

'-275,9%7,352,979
806,993
519,t142
653,870
253,4O9

2W,lM
n7,938
11933
82.7s2
13,099

26,915,3U
5,206,377
3,578,861

930,520
'1,,685,467

2,976,778
'1,,442,420

1.,813,702

1,050,551
1.,124,336

548,207
2,999,266

749,132
553,000
294,929
125,747

281,466
1't;t48

2U,U5
110,000

Other
Total

other Expenses includes expenses incurred dwing the activities and programs of the Association.
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NOTE 1& LEASE OBLIGATION

The Association is paFng a fix monthly rental rate, with an agreement that the contract is to be renewed at
the end of the term of the lease. There are no purchase options and escalation clauses stipulated in the
conbact. No restrictions are imposed concerning additional debt and further leasing.

The lease contract is for the period of one (1) year and renewable for another year after the expiry date of the
period stipulated under such terms and condition mutually acceptable to both parties.

Rent expense charged against current operations for the years 2017 and 2016 under disbursement is as
follows:

Peso) 2Vr7

4296,7M
20t6
1,698,968Office Rental

Rent - Equipment 30,869 11.4,734
Total 2,329,573 1,,813,7A2

NOTE 19 - EMPLOYEE BENEFITS

Staf costs and other employee related costs consist of:

(In PhiliWine Peso) 2017 2016
Salaries and Allowances
Fringe Benefits
Employee Incentives

23,29r,I.99
+783,99

5&,967

18,045,089

3,488,02f3
5,382,237
1,685,467SSS/P.H./Ins. Prem. Ex

Total
JJ

28,6ffi,820

Retirement Beneft
The Association has not funded a retirement plan for its regular and permanent full-time employees.

The Association has no retirement fund or retirement plan for its employees however; the Association
provides statutory benefits like the 13s month pay, holiday pay, vacation and sick leave benefits.

The Association has not yet adopted a formal retirement plan for the benefit of its qualified employees. Under
Republic Act 747 ftnown as the Retirement Pay l-aw), itt tt 

" 
absence of the retilment plan or agreement

providing the retirement benefits or employees in the private sector, an employee oporr r"*hir,g thelge of 60
years or more, but not beyond 65 years, who has served at least five (five yeari in the said estabtshmeit, may
retire and shall be entitled to retirement pay equivalent or at least one-half (1/2) month for every y"* ot
service, a fraction of at least six (6) months being considered as one whole y""r. No accruals were made
during the year since all the Company's employees-do not yet meet the requirement of R.A7641.

Details of employee benefts for the year are as follwns:

Peso) 2rt7 2015
6,W,lOz 10,555,731Short-term employee benefits

Post-Employment benefi ts
Termination
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NOTE20 - RELATED PARTYTRANSACTION

Parties are considered to be related if one party has the ability, directly or indirect$, to control the other par$r
or exercise significant influence over the.other party in making nnanciat and operating decisions. Entities arlconsidered to be related f ftu{ are subjected under common"control o. 

"on-iron 
significant influence. TheAssociation's related parties include:

I Key management personnef close family members of key management personnel and entitieswhich are controlled significantly influenced by or f9r which signfrcant voting power is held bykey management personnel or their close family members,
o Post-employment benefit plans for the benefit of the Associationis employees, ando Other related parties within the Association.

significant transactions with related parties are non-interest advances and reimbursement of expenses ofdirectors, officers and employees

Due from Oficers and Employees
Amounts due from officers and employees includes unsecured non-interest-bearing loans pertaining tomotorcycle loan and salary loans, and tther unsecured noninterest-bearing loans and advances granted to theAssociation's offic31s-11d employees. This account has the 

-buluo"e 
aJ of oecemt", sr, 2017 and 201.6amounting to p 1,255,59g and ? t,jtO,0gg, respectively.

Adaances from Trustees

;n:i"ffi:"lom Trustees were obtained to support the working clRrtal requirements of rhe Association.
20 1 6, this 

";.;;", #:;il:l:j ffi,-rru*t:l*,n;:* elrru##ihember 3.t, 2077 and

lonpensation of Key Managemmt personnel
tompensation of Key Management Personnel of the Association pertains to consultancy fees, salaris andi'*:t'#jfiTilm:l?*',s,"*:m.*:*ari'#$mru,Hr,:",THonorariump"i&t;;
NOTE2I. - PROVISIONS, COMMITMENTS AND CONTINGENT LIABILITIES
The Association has no errrrcfan;t:-_ ___
2u? .;;;;;;:'ffi "o outstanding provisions,, commitnnents and.lyntingent riabilities as of December 31,require u', o,,mo'i 

manasement believes 
lry Til ij;'''i# .uug;;r';ii"i#T"t probably wirr not.pro.v-i{ed *h"t;;;;:t resources' Thus' there- i"..,i*,"I proiii13T, 

"r: contingeni riab'iry that has beenand 2016. ro be presen* in the financial ,or".i""o 
"f 

the Associaff;; December gl, 2017
NOTE 22 _ PROIECTS AND ACTTVTTIES

The follcnoing are the actiuities of the Association for the year 2017:rot_p
I he A_ssociation has sixty_four (64) scholars auus-program, the scho

aifi-#"*trr,ffi ffifr:ti5l'iti'6'{,ffirt"YilTramounrorpl,50o00il:',f;."4;.#;t;T""'"1flfi ffi";

$ffi9_1:"txffi;;"^,,
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Micro Enbepreneurs Session
As part of Association s continuing goal to uplift the lives of its client-member, is to provide technical
assistance and support for its micro-enterprise needs. Providing financial and non-financial needs to improve
both enterprise and entrepreneurial skills of its member is one of the main goal of Association's, as
manifested in our tagline "Kaagapay mo sa Buhay".

The activity was held at the CRH Developmental Building, in Salugan, Camalig, Albay,last july '1.4, 2017, and
were participated by twenty-seven Qn different Micro-entrepreneur clients from branches of Sorsogon,
Camarines Sur, Masbate and Albay Area. Participants were engaged in various type of enterprise from
trading manufacturing and service.

Good Manufacturing Practice Training (GMP)
To improve skills and acquiring new knowledge in micro-enterprise management is one of the Value-Added
Services Program of the Association to continuously implement programs that will benefit our client-
members. It is beneficial for them to have a legal and moral responsibility to produce and prepare food that
will not harm the consumer.

The GMP Training was held on November 1'1,,2017 with the participants of 23 member-enkepreneurs from
different branches in Sorsogon Area.

Basic Financial Literacy
Improving the clients financial capability requires of educating and empowering them to address the types of
financial decisions, opportunities and challenges that arise throughout their financial cycle. Without financial
literacy training will leads to bad money habits.

This activity was conducted in 80 different centers all over Sorsogory Camarines Sur, Masbate and Albay
with total participants of 1,,210 clients.

NOTE 23 . SUPPLEMENTARY TAX INFORMATION

RR 19 - 2011
On December 9,2011", Revenue Regulation (RR) No. 19-2011became effective where it prescribes the use of
new income tax forms effective December 3L,20'1,'1,. The Association is now required to include as part of the
nobes to the financial statements the schedules and information on taxable income and deductions.

RR 15 - 2010
On November 2010, the Bureau of Intemal Revenue (BIR) issued Revenue Regulations (RR) No, 15-2010
which requires additional procedural and/or documentary requirements in connection with the preparation
and submission of financial statemenb accompanying the tax returns. Under the said RR, companies are
required to disclose, in addition 0o the disclosures mandated under PFRS and such other standards and/or
conventions that may hereto be adopted, in the Notes to Financial Statements, information on taxes, duties
and licenses fees paid or accrued during the taxable year.
The folluoing is the required information under RR No. 1.5-20L0 for the years mded December 3L, 2017 and 2016:

(a) Percentage Tax
Under R.A. 106E3, otherwise known as, The " Microfinance NGOs Act" under Section 20 states that a duly
registered and accredited Microfinance NGO shall pay a two percent (2'/") tax based on its gross teceipts
from microfinance operations in lieu of all national taxes: Provided, that preferential tax treatment shall be
accorded only to NGOs whose primary purpose is microfinance and only on their microfinance operations
catering to the poor and low-income individuals in alignment with the main goal of this Act to alleviate
poverty. The Association paid the amount of P 706,906 as percentage tax for the year 2017 .
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@)WitLthoWingTaxes

This account consists of the following:

QnPhil@ine Peso) mt7 2076
Withholding taxes on compensation and benefits
Expanded withholding taxes

695,69
75,7#

775,696
58,224

Total n7$7 833,920

(c) QuarterQ IncomeTax

This account consists of the following:

Qn Philippine Peso) 2076
1tt euarter
2nd Quarter
3'o Quarter

133,737_ 193,M0
606,086
502,0n

Total r33,737 1,301.,603

(c) Doatmmtary Stamp Tax

During tl're year, the Company paid P44,175 documentary stamp taxes on loans and promissory notes.

(d\ Tnxes and Licenses
All other taxes, local and national, including real estate taxes, license and permit fees lodged under the
"Taxes and licenses" account under the "General and administrative expenses" account in the statement
of revenues and expenses includes the following for the year ended December 31,2A17 and 2016:

(In Philippine Peso) 2m7 2076
Percentage Tax
Business Permit
Motorcycle Registration
Documentary Stamp Tax
Annual Registration - BIR
Capital Gains Tax

7M,96
435,M7
121,A70
M,1\5

%s00
36,(X)0

307,691
747,344
9't,182

8,000

Total l,2sl,ffiT ]#g,z}T

x(b<0x{h
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