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IMH MICROFINAhICEINC.
(Fornrcrlyt I,Ivf. Honrado Foundation, Inc,)

(A rcn-stock, rwn-profit Organimtion)
CRH Building, Salugan, Camaligu Albay

AUDITED FINAhICIAT STATEMENTS
For years endcd December 31, 2018 and 2017

Report of Independent Auditors
A'.R" SAYSON & ASSOCIATES, CPAg



IMH MICROFINANCE INC.
(Formerly: I.M. Honrado Foundation, Inc.)

A non-stock, non profit Organization
CRH Building, Salug€rrL Camalig, Atbay

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of JMH MICROFINANCE INC. (Formerly: l.M. Honrado Founilntion, Inc.) is
responsible for the preparation and fair presentation of the financial statements including the
sctredules attached therein, for the years ended December 3'1,,2018 and,2017, in accordance
with the prescribed financial reporting framework indicated thereiru and for such intemal
control as runagement determines is necessary to enable the preparation of financial
statements that are free from material misstatemenL whether due to fraud or error.

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

llhe Board of Trustees is responsible for overseeing the Company's financial reporting
Proces,li.

The Board of Trustees reviews and approves the financial statements including the schedules
attached thereiry and submit the same to the members.

A.R. Sayson & Asgociates, CPAo, the independent auditors, appointed by the stockholders
has audited the financial statements of the company in accordance with Philippine Standards
on Auditing and in its report to the stockholders, has expressed its opinion on the fairness of
presentation upon completion of such exanination.

Signedthis 11rh dayof Mar ch 2A19.

Honrado



IMHMICROFINANCE INC.
(Formerly: I.M, Honrado Foundation, Inc.)

A non-stock, non'prafit Organizatio n
CRH Building, Salug?rt, Camalig, Albay

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The management of JMH MICROFINANCE lNC. (Formerly: |M.Honrado Founilation,Inc.) is
responsible for all information and representations contained in the Annual Income Tax
Return for the year ended December 3'1, 2018. Management is likewise responsible for all
information and representations contained in the financial statements accompanying the
Annual Income Thx Return 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 limited, to the value-added tax
and,/ or percentage tax returns, withholding tax returns, documentary stamp tax retums, and
any and all other tax retums.

In this regard, the Management affirms that the attached audited financial statements for the
year ended December 31, 2018 and the accompanying Annual Income Tax Return are in
accordance with the books and records of JMH MICROFINANCE INC. (Fornerly: J.M.
Ilonrado Foundation, Inc.) complete and correct in all material respects. Management likewise
affirms that:

a. the Annual Income Tax Retum 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 Intemal Revenue;

b. any disparity of figures in the submitted reports arising from the preparation
of financial statements pursuant to furancial accounting standards of the
preparation of the income tax retum 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.
8-2W7 and other relevant issuances;

c. the management of IMH MICROFINANCE INC. (Fornrerlv: I.M. Honrado
Foundnticw, lnc.) has filed all applicable tax returns, reports and statements
requircd 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 been
paid for the reporting period, except those contested in good faith.

Honrado

President



A.[t Sayson & Associates
C*r tifie d P ubli c Ac coun t ants

Report of Independent Auditors

To the Board of Trus@s and Members of
IMH MTCROFINANCE INC.
(Formerly : l.M. Honrada Eounilation, Inc.)
A non-stock, non-profit Organizatiott
CRH Building Salugan, Camalig Albay

We have audited the financial statements of ]MH MICROFINANCE INC. (Formerly: l.M. Honrudo
Founilation, Inc.) ($e Association), which comprise the statements of asseb, liabilities and fund balance as of
December 37,?n18 and2077 and the $tatements of revenues over expenset changes in fund balance and cash
flows for the years then ended and notes to the financial shtemenb, including a sumrnary of significant
accounting policies.

In our opinion, the accompanying financial statements pres€nt fairly, in all mabrial respects, the financial
position of the Company as at December 3't,2J l8 arrd2fi77, and its financial performance and its cash flows
for the year then ended in accordance with Philippine Financial Reporting Standards for Small and Medium-
sized Entities (PFRSs forSMEs).

Basis for Opinion

We conducbd our audit 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 Financial
Stabments section of our reporl We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statemenb in the Ptrilippines, the Code of Ethics
for Professional Accountcnts in tlu Philippines, and we have fulfilled our other ethical responsibilities in
accordance with these requirenents. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion

Responslbilities of Management and Those Chatged with Gooenanee fot the Eittancial Statemmts

Management 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 (PFRS6 for SMEs), and
for such intemal control as management determines is necessary to enable the preparation of financial
stabments that are free from naterial misstatemenL whether due to fraud or error.

In preparing the financial statements, managemeart is responsible for assessing the Association's ability m
continue as a going concelru disclosing as applicable matters related to going concern and using the going
concem basis of accounting unless managemerit either intends to liquidate tlre 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.

Auilitotls Respottsibilities for thc Auilit of the Einancial Statements

Our objective are to obtain reasonable assurance about whether fre financial statement$ as a whole are free
from material misstatements, whether due to fraud or error, and to issue an auditoy's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee drat an audit conducbd in
accordance with PSAs will always detect a mabrial misstatement when it exists. Misstatemenb can arise
from fraud or elror and are considered mabrial if, individually or in the aggrega@, tney-oti"tlttacqnably be
expected to influence the economic decisions of users hken on the basis of these ttn4g,4.st$pgnq:.. 

,-.,

,/ 
i'\ 

't" 'i. ':..' .i 
:(4..

/ .'.r l ;,'rr.o "t'!.jt,t i'rri 
I
I
!., 

Frt; 
&

.L

NPL' iJ fn 
; :,,ii :'. t",-n't* r' i

Legaspi Office:
Rm 211 PVLB Bldg.
Pef,aranda St. T*gazpi City
Albay

Telefax No. (052\ 201,-9878
arsilysofiE^yilhoo.toftt
BOA/PRC Reg.No. 0511
CDA Accredited
BSP Accredited
SEC Accredited

$*--ll



hrdependent Auditoy's Report

JMHMTCROFTNANCEINC.
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 misstatement of the financial statements, whether due to
fraud or error, deeign 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 rresulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
inbmal control.

Obtain an understanding of inemal control relwant 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
effectivenes of the Association's inbrnal control.

Evaluate the appropriaEness of accounting policiee used and the reasonableness of accounting
estimates and relaed disclosures made by managemerrt

o Conclude on the appropriateness of managemmt's use of the going concern basis of accounting and
based on ttre evidence obtaine4 whether a material uncertainty exists related to events or conditions
that may cast significant doutrt on the Association's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our audito/s report
to the related disclosures in the financial statemenb or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the dab of our
auditoy's report However, future events or conditions may calrse the Association to cease to
continue as a going concern.

We communicate with those charged with goverrurnce regarding, among other matters, the planned scope
and timing of the auditand significantauditfindings, including any significant deficiencies in internal control
thatwe identify during our audiL

Report on tlu Supplenentary Infornntion

Our audits were conducted for the purpose of forming an opinion on the basic financial stabments hken as a
whole. The supplementa4y information required under Revenue Regulations 19-n71, and 15.2()10 in Note 24
to the financial statements is preserrbd for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the basic financial statements. Such infonnation is the responsibility of the management of
the Association. The information has been su$ecM to the auditing procedures applied in our audit of the
basic financial statements. In our opinion, the information is fairly stated, in all material respects, in relation
to the basic financial gtabment taken as a whole.

A.R SAYSON & ASSOCIATES, CPAg
TINM$7IG9Z)
BOA/ PRC No. 0511 valid until February 1d 2@1
CDA AN. CEA{dtsAF valid lmtil lanuary 2l, 2fi0

No.90506
1479, lanuary 3, 2018, Iegazpi City, Albay

BOA/ PRC No. 0511 valid until February 14,2A2\
BIR Acc. No. 10402A27-W1-2019 valid until february 2A72
SEC Accredited No. 161FA valid until luly 27,2A20
TrN 170{86473

February 11,2A19
kgaspi Gty, Albay



IMH MICROFINANCE INC.
(Formerly: I.M. Honrado Foundation, Inc.)

A non-stock, non-protit Organization

h{*. t.
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STATEMENTS OF ASSETS, LIABILITIES &
As of December 31

(In Philippine Peso) Notes 20|18 2017

ASSETS

Current Assets

Cash and Cash Equivalents

Loans and Receivables

Accounts Receivable and Other Receivale

Other Current Assets

2,5

2,6

2,7

2,8

t5,Tl0,m7

123,T16,738

1,038,810

8,503,819

15,965,974

96,615,930

557,157

75A,2&
Total 147,969,393 113,789,?21

Non-strrent Assets

Loans Receivables

Property and Equipmenf net

2,9

2r1"0

t,g14,1.g0

28,131,7I5

927,914

24,457,34t)

Total 30 (N5,995 25,385,zil

TOTAL ASSETS 178,415,279 139,174,474

LIABITTNES AND FUND BALANCE

Current Liabilities

Savings Deposit

Accounts Payable and Other Payable

Advances from Trustees

Loans Payable

11

2,1.2

2,20

2,1.3

56,593,452

15,674,772

6,fi)o,fi)o

lM,\05,569

M,ffig,099

9,837,U3

8,000,0m

33,272,296

T o t aI strrettt liabilitie s t?2,373,792 95,797,637

N on- Curr ent Li abilitie s

Loans Payable L4 7,655,852

Total Liabilities t}a,azg,w 95,797,637

Fund Balance 2,1.5 47,995,635 43,376,837

TOTAL LIABILITIES AND FUND BALANCE 178,015,279 139,17:

(See nccompanryng notes to finmtcial statements)



IMH MICROFINANCE INC.
(Formerly: l.M. Honrado Foundation, lnc.)

A non-stock, non-profit Organization

STATEMENTS OF REVENUES OVER EXPENSES
For the years ended December 3L

(ln Philippine Peso) Nofes 2(I18 2017

RE\rENUES

Interest Income

Interest Income on Bank Deposit

Other Income

2

2,16

76,352,391

32,057

2W,x$2

59,526,983

83,639

2g7,A5g

Total Receipts 76,593,590 59,W7,680

OPERATING AND ADMINISTRATIVE EXPENSES 2,1.7 (7A,206,64/)t (55,145,ff,})

EXCESS OF REVENUE OVER E)(PENSES BEFORE

OTHER INCOME AND EXPEN$ES

oTrrER INCOME (EXPENSES) FROM NON-MICROFTNAhTCE OPERATTON

6,386,9# 4,762,U7

3,411,289

(3,329,722,1

Rental & Catering Seruices

Cost and Expenses

EXCESS OF REVENUE OVER EXPENSES BEFORE

INCOMETAX
6Affi,5rg 4,762,417

PROVISION FOR INCOME TAX 23 r,555,791

EXCESS OF REVENUE OVER EXPENSES

AFTERINCOMETAX 4,912,812 4,762,m7

(See flccontpanying notes to financial statements)



IMH MICROFINANCE INC.
(Formdy: l.M. Honrado Foundation, Inc.)

A non-stock, non-profit Organization

STATEMENTS CHANGES IN FUND BALANCE
For the years ended December 31

(ln Philippine Peso) Nofes 2018 2017

MEMBERS' CONTRIBUTION
Balance at the beginning of the year

Addidonal Contribution
2j2,w, 1?.,W,532

L0,000,000

Balance, December 31 2,1-5 nrwr532 ?2,3M,532

ACCUMULATED SAVINGS
Balance at the beginning of the year

Excess of Revenues over Expense

Adjustments

2:L,032,305

4,yrzrgrz
(304,014)

19,396,410

4,762,017

(3,126,\2\)
Balance, December 31 2,1.5 ?s,ffiL,103 2'1,,032,305

FUND BALAhICE DECEMBER 31

(See nccompanying Nofes to Financial Statements)

47,995,635 43,376,837



IMH MICROFINANCE INC.
(Former$: I.M. Honrado Foundation, lnc.)

A non-stock, non-profit Organization

STAT'T:H":ffi,TFLOWS

(In PhilipVine Peso) Nofes 2018 2017

CASH FLOWS FROM OPERATING ACTTVTilES

Excess of Revenues over Expense

Income from Deposit in Bank

Depreciation

Prior Years Adjushnent
2,1,0

2r1'5

4,y12,812

F2,As,n
5,257,357

(304,014)

4,752,017

(83,639)

zr',|,ffi1539

(3,126,121)

Operating income(loss) before working capital changes

Clunges in operating assets and liabilities

(Increase) decrease in:

Loans and Receivables

Accounts Receivable and Other Receivale

Other Current Asset

Increase (decrease) in:

Savings Deposit

Accounts Payable and Other Payable

2r6

2,7

2,8

7.1

2,72

9,834,W7

(26,ffi,904
(r,4s2,919)

(7,753,556'

11,905,331

5,937,529

3,712,795

5,519,832

(11,182)

186,335

(1,,ffi7,953)

(8,066,058)

Cash generated from operation

Interest Income Received

(8,A5fi02)

32,W7
w,231',)

93,639

Nef cash proaided W operating activities (9,r13,2441 (262,592)

CA$H FLOW$ FROM INVESTING ACTIVITIES
Purchase of property and equipment 2,1,0 (8,931,7321 (22,574,186)

Net cash proaided W inaesting actiaities (8,931,7321 (22,574,186)

CASH FLOWS FROM FINANCING ACTIVTTIES

Proceeds fro* (payments ofl:

Loans payable

Advances from Trustees

Additional members contribution

1.3,7,4

2,20

18,489,123

(2,m,mn)
14,575,418

(2,000,000;

10,000,frn

Nef cash prwided W fi"ancing actiaities 16,189,r23 18,575,419

INCREASE (DECREASE) IN CASH BALANCE

CASH BALANCE, IANUARY 01

(655,853)

15,865,870

(4,26j,,3ffi)

20,127,?3A

CASH BALANCE, DECEMBER 31 2,5 t527O,Ot7 15,865,870

(See nccompanying notes to financial statements)



IMH MICROFINANCE INC.
(Formerly: I.M. Honrado C-ompany, Inc.)

NOTES TO FINANCIAL STATEMENTS
For tlu years endcd Deember 31, 2018 ond 2077

NOTE 1 - COMPANY'S INFORMATION

tMH MICROFINANCE INC. (Fotmerly: ].M. Honrado Fwnilation, Izc.) (the Company) a non-stock, non-profit
organization was organized and regisbred with the Securities and Exchange Commission (SEQ on fuber A7,2C04
with SEC Registration No. CN2M29482 and Bureau of Inbmal Revenue with Tax ldentification No. 00614$730.

The Company's primary purpose of which is it to implement a microenterprise developmmt strategy and provide
microfinance prograrns, products and services such as a microcredit and microsavings. (As amended on April 25,

nln
Being not for profit and since no part of ib excess of revenue over expenses inures to the benefit of any
privab individual or member, the Company falls under Section 30(e) of the Tax Reform Act of 1997 and, as such,
income from activities in pursuit of the purpose for which the Company was organized is exempt from income tax.

On August 76, 2V16, the implenerrting rules and regulations (tRR) of Republic Act EA) No. 10693 or otlrerwise
known as Microfinance NGos Act was approved and implemenbd. The IRR of RA1ffi93 requires Microfinance
NGOs to be established as non-stock, non-profit corporation with a capital contribution of at least One Million pesos

and include the word "Microfinance' in the corporate and uade name of the Microfinance NGO seeking
accreditation.

On May 16,2017, the SEC approved the amended articles of incorporation Article I, II and III, which states

the following:

r Article I - Registered Name: From ].M. Honrado Foundatioru Inc. change to IMH MICROFINANCE INC.
o Article II -Primary Purpose
r Article trI - Transferring the principal office address of from 1620 National Highway Purok 2, Bafta& Darag&

Albay transferred to CRH Building Salugan, Camalig Albay.

On March ?8, 2078, the Company was deemed an accredibd Microfinance NGO by the Microfinance NGO
Regulatory Council (the Council) after having been certified by the SEC to no derogatory information on ldarch 15,

2018. In accordance with RA 10593, the Company shall be entitled to avail of the two percent (2%) gross receipts tax
on its income from microfinance operations.

Apprwal of Financial Stntemmt
The financial statement of the Company as of December 3'L,2Al8 was authorized for issue by the Board of Trusbes
onFebruary6, A)19.

NOTE 2 - BASIS OF PREPARATION AND SUMMARY OF SIGMFICANT ACCOI,'NTING POLICIES

The significant accounting policies that have been used in the preparation of these financial statements are

summarized below. These policies have been consisbntly applied to all the years presanted, unless otherwise stabd.

Basig ofPreparation
The financial stabments of the Company have been prepared in accordance with the PFRS for SMEs. These financial
statements 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, 2010.

Functional and Presentation Currency
The Company's financial statements are presented in Ptrilippine Pesos, tlre currency of the primary economic

errvironnrent in which the Company operates. All values are rounded to the nearest p€so, except when otherwise
stabd.

IMH MICROFINANCE INC.
NOTES TO FINANCTAL STATEMENTS
DECEMBER 31",2018 ANID NT7 Page 1 of 17



Statement of Compliance
The preparation of financial statemenb in conforurity with the PFRS for SMEs requires the use of certain critical
accounting estimates. It also requires management to exer,cise ib judgment in the process of applying the Company's
accounting policies. Areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimations are significant to the financial statements are disclosed in Note 3.

Financial Instrument
All financial assets and financial liabilities in the statement of financial position are recognized when the Company
becomes a party to the contractual provisions of the instrummt.

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

h ryairment of Finmrcial Asset
At the end of each reporting perio4 management assess whether there is o$ective evidence of impairment
of any financial assets that are measur€d at cost or amortized cost If there is objective evidence of
impainnerrt, the Company shall recognized an impairrrent loss in the statement of comprehensive income
immediately. If in subsequmt period the amount of an impairment loss decreases and the decrease can be
relared objectively to an everrt occurring after the impairment w.rs recognizd, the Company shall reverse
he previously recognizd impainnent loss eith€r directly or adjusting the allowance accounL The reversal
shall not result in a carrying amount of the firrancial asset (net of allowance account) that exceeds what the
carrying amount would have been had the impairment not previously recognized. The Company shall
recognizd the amount of reversal in the statement of comprehensive income immediately.

Derecognition of Financial Asvts
The financial asset (where applicable, a part of financial asset or part of a group of simil,ar financial assets) is
derecognized when:

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

Ofutting Financial lnstrummts
Financial assets and financiat liabilities are offset and the net amount on the statement of financial position
if, and only rf, there is a currently mforceable legal right to offtet dre recognized amount and there is an
inbntion to settle on a net basis, or to realize 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 presend gross
in the statement of financial position.

Financial Asget
Financial Asseb consist of the following:

Cash pertains to cash on hand and in banks. Cash equivalents are short-teror, highty liquid investurents that
are readily convertible to known amounts of cash with original maturities of three monttrs or less from
dates of acquisition and that are su$ect to an insignificant risk of change in value.

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

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

IMH MICRORNANCE INC.
NOTES TO FINANCTAL STATEMENTS
DECEMBER 31,2018 AND 2417 Page 2 of L7



Loans Receivables are recognized at face value less any allowance for uncollectible amounts. At the end of
each reporting perio4 the carrying amounts of receivables are reviewed to detennine 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 Company operates- This account
is stated at outstanding principal balance reduced by allowance for loan losses, if any.

Advances pettain to unutilized and unliquidated advances as at reporting date. These are recognizd
initially at the transaction price and subsequently measured at amortized cost using the effective interest
metho4 less provision for impairment A provision for impairment of advances is established when there is
objective evidence that the Company will not be able to receive the liquidation reporb for all amounts
allotted for each project

When a project is discontinued caused by any administrative, legal or other factors, these are indicators that
ttrese advances are impaired. The amount of the provision is the difference betnreen ttre assefs carrying
amount and tlre Present value of estimated future cash flows, discounted at the effective inErest rate. The
carrying amount of the asset is reduced through the use of an allowance account, and the amount of the Ioss
is recognized in lhe statement of support, donations and expenses. When advances reurain unliquidabd
despite the completion of specified project and after the Company has exerted all administrative remedies,
it is writbn-off against the allowance account for advances.

Subsequent recoveries of amounts prwiously written-off are credited agairut expenses in the statement of
suPport, donations and expenses. Reversals of previously recorded impairment provision are credited in
the statement of support, donations and expenses based on the result of management's update assessmen!
considering the available facts and changes in circumstances.

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

Property and equipment, except lan4 is stated at cost less accumulated depreciation and any accumulated
impairment in value. Such cost includes fhe cost of replacing part of the property and equipment at the time
that cost is incurred, if the recognition criteria are met, and excludes the costs of day-to-day servicing. Land
is stad atcost less any inpairment in value.

The initial cost of property and equipment consists of ir purchase price, including import dutie, taxes and
any directly attributable co6ts necessary in bringing the asset to its working condition and location for its
inbnded use. When each maior inspection is perfornred, its cost is recognized in the carrying amount of the
ProPerty and equipment as a replacement if *re recognition criteria are satisfied. Expelrditures incurred
after the ibm has been put into operatiorL such as repairs, main@nance and overhaul costs, ar€ normally
recognized as exPense in the period such costs are incurred. In sifuations where it can be clearly
demonstrad that the experrditures have improved the condition of the asset beyond the originally
assessed standard of performance, the expenditures are capitalized as additional cost of prope*y ani
equipment.

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

Leasehold improvements
Computers and computer software
Office equipment, furniture and fixtures
Transportation equipment

5 years or term of the lease whichever is shorter
3
3

5

The residual values, useful lives and method of depreciation of the assets are rwiewed and adjusted, if
appropria@ at each reporting dab. Fully depreciated assets are retained in the accounts until 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 prospectively to reflect the new expectations.
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An item of property and equipment is derecognized when either it has been dispor.d or when it is
permanently withdrawn from use and no future economic benefits are expected from iS use or disposal.
Any gains or losses arising on the retirement and disposal of an item of property and equipment are

in the stabments of activities in the period of retirement or disposal.

Impairment of ProErerg and Equipment
At each rcporting date, propert5r and equipment are reviewed to determine whether there is any indication
that those assets suffered an impairrrent loss. If there is an indication of possible impairmen! the
recoverable amount of any affecbd 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 impairrrent loss is recognized immediatety in the statements of activities.

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

Financial Liabilities
Ffutancial liabilities include Accounts Payable and OtherCurrentliablities and Loans Payable.

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

Accruals are liabilities to pay for goods or services that have been received or supplied but have not bem
paid, invoiced or formally agreed including amounts due to employees. It is necessary to estimate the
amount or timing of accruals, however, the uncertainty is generally much less than for provisions.

Loans Payable ane-recognized initially at dre transaction price that is the present value of cash including
transaction costs, if any. These are subsequently stad at amortized co6L Interest expense is recognized on
the basis of effective interest method and is included in other charges on the stabments of revenues and
exPenges.

Ffuuncial liabilitie are recognizd initially at their fair values and subsequently measuled at amortized cost, using
the effective interest method for maturities beyond one year, less settlement payments.

Financial liabilities are classified as cuffent liabilities if paymmt is due to be settled within one year or less after the
enf 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 presenbd as noncurrent liabilities.
Derccognition of Financial Liabilities
A financial liability is recogmzed 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 brms, or the
terms of an existing liability are substantially modified, such an exchange or modihcation is tneated as a
derecognition of the original fiability and the recognition if a new liabitity, ana ttte di:fference in the respective
carrying amounts is rccogpized in the statement of comprehensive income.

Fund Balance
Fund balance pertains to the donations received by the Company less the program and administrative expenses. The
Fund balance is measured at the fair value of the consideration received aithe dae of contribution.

The amount included in fund balances includes accumulated excess of revenues over disbursement reduced by
funds rehrrned to funding agencies/partners and other adjustments. Funds returned to funding agencie/partners
are recognized as a liabiliry and deducted from fund bal,ances in accordance with specific p"o*risiot 

" 
of the contract

relaed to the funds. Fund balances may also include effect of change in accounting policy a$ may be required by the
transitional provisions of new accounting standards and inbrpretations.
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Revenue
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the
r€venue 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:

when received rendered from the members of the Company.

financial assets at amortized cost using the effective in@rest method.

recognized when eamed whih interest income from loans receivable are recognized when received
regardless of when earned.

which are recognized as revenue upon collectiorr

Expenses
The Company recognizes disbursements for personnel expenses, general and administrative expenses when paid
rather when obligations are incurred, except for finance costs, depreciation and amortization of property and
equipment and provision for probable losses.

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

Expenses are recognizndin thc stntement of incorne;
o On the basis of a direct Company between the costs incurred and the earning of specific items of income;
r On the basis of sys@matic and rational allocation procedures when €conomic benefits are expected to arise over

several accounting periods and the Company can only be broadly or indirectly determined; or immediately
when expenditure produces no future economic benefits or wher! and to the exbnt that, fuhrre economic
benefits do not qualify or cease to qualify, for recognition in the consolidated statement of financial position as
an asset.

Finance Cosb
Finance costs pertain to the inbresc paid by th" Company for the savings maintained by th" borowers once they
have availed loans. Finance costs are recognized when incurred.

Employees' beriefits
Employee Benefits are all forms of consideration given by an mtity in exchange for service rendered by employees,
including directors and managemenl Employee benefits consist of short-term employee benefits, which includes
wages, salaries, statutory bonuses, social security contributions and other non-monetary benefits. These are accrues
during dre period in which the related services are rendered by employees of the Company.

Short-term benBfts
The Company recognizes a liability net of amounb already paid and an expense for services rendered by employees
dudng the accounting period. Short-term benefits given by the Company to its employees include salaries and
wages, social security contributions, short-term compensated absences, bonuses, non-monetary benefits, and other
short-term benefib.

Post-employment fuiartts
As of the audit date, tlrc Company has no define4 established and trusM employees' retirement/pension plans.
The Company does not have a policy on retirement benefits but the Company pays certain amount of money to
employees upon retirement from service.

Terminntionbnefits
Termination benefits are payable wherr employment is terminated before the normal retirement date, or whenever
an employee accepts voluntary redundancy in exchange for these benefiC. The Company recognizes hrmination
benefib when it is demonstrably comrnitted to either, terninating the employment of current employees according
to a detailed formal plan without possibility of withdrawal or providing tennination benefits as a result of an offer
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made to encourage voluntary redundancy. Be,nefits falling due more than 12 months afbr the balance sheet date are
discounted to present value.

Icases
Leases in which a significant portion of the risks and rewards of ownerehip are retained by the lessor are cl,assified

as operating leases. Payments made under operating leases are recognizd in the statemenb of sources 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 incidmtal to
ownership.

C-ompany as [tssee
Operating lease paymenb ar€ rccognizd as an experue on a straight-line basis over the lease @rm, except when
ano*rer sysbmatic basis is more representative of the time pattem in which economic benefits from the leased asset

are consumed. Contingent rentals arising under operating leases are recognized as an expenae in the period in which
they are incurred.

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 expenae on a straight-line basis, excePt
when another systematic basis is more representative of the time patbm in which economic benefis from the leased

asset are consumed.

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. Pafies are also

considered to be related if th"y are su$ect to common control or cornmon significant influence. Relared parties may
be individuals or corporate entities. Transactions betnreen related parties are based on brms similar to those offered
to non-related parties. (xe Note 20)

Provisions
Provisions, if any, are recognized when the Company has a present obligation (legal or constructive) as a result of a
past wmt, it is probable that an oufflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimaE can be made of the amount of the obligation.

Contineencies
Contingent liabilities are not recognized in the financial statemmts, These are disclosed in the notes to financial
statem€nts unless the possibility of an oudlow of resources embodying economic benefie is remote. Contingent
asseb are not recognized in the financial statements but disctosed in the notes to financial statements when an inflow
of economic benefitis probable.

Events After the ReportingPeriod
Post year-end events that provide additional information about the Company's assets and liabilities at reporting
perid (adjusting events) are reflected in the financial statements. Post yearend events that are not adjusting events

are disclosed in the notes to the financial statements when material.

NOTE 3 - SIGNIFICANT ACCOI,JNTING TUDGMENTS AND ESTIMAXI]ES

The preparation of the financial shtements in accordance with PFRS for SMEs require the Company to make

iudgments, estimates and assumptions tlrat affect the reported amounb of assets, liabilities, revenues and expenses

and disclosure of contingent assets and tiabilities, at the end of the reporting period. llowever, uncertainty about
these assumptions and estimates could result in outcomes that require a mabrial adjustment to the carrying amount
of the asset or liability affected in future years.

ludgments
In the process of applying the Company's accounting policies, management has made the following iudgpents,
which has the most significant effect on the amounts recognized in the financial stabments.

Functional Cunency. The Company debrurined that i(s functional and presenbtion cunency is Philippine peso. The
Philippine peso is the currency of the primary economic environment in which the ComPany oPerates.
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Rwenue. The Company assesses its rerrenue arrangemef,rts against specific criteria in order to determine if it is acting
as principal or agent The Company has concluded that it is acting as principal in all of its nevenue arrangements.

Opemting ksss. TIrc Company leases its office space. The Company has debrmined that the arrangements are
operating leases rather than capital lease as there is no transfer of risks and rewards to lhe lessee-

Estimatee and Aseumptione
The key assumptions conceming the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing material adjusbnent to the carrying amounts of assets and liabilities within the
next financial year are discussed below. The Company based its assumptions and estimabo on parameters available
when the financial stabments were prepared. Existing circrrmstances and assumptions about future developmenb
howwer, may change due to market changes or circumstances arising beyond the control of the Company. Such
changes are reflected in the assumptions when they occur.

Allowsnu for Laan Losses. The Company assesses whether objective evidence of impairrrent 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 collecability. The allowance is established tfuough chargee to income
in the form of loan loss provision. In addition, accounts that are specifically identified to be potentially uncollectible
are also provided widr adequaE allowance.

Estimnted Uxful Lhrcs and lmpairmeat of Propefi anil Equipment. The usefuI life of each of the Company'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 bchnical evaluation and experience with similar
assets. The estimated usefuI 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 tlre use of the asset. It is possible, however, trat future financial performance could be maerially affeced by
changes in the amounb and timing of recorded expenses brought about by changes in the fuctors mentioned above.
A reduction in the estimad useful life of any property and eguipment would increase the recorded expenditures
and decrease noncurrent assets. On the other hand, the Company 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 facbrs ttnt ttrc Company considers important which could trigger an impairment review include
significant underperformance relative to expected historical or projected future operating results and significant
changes 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 recogniad in 2018 and2017 for property
and equipmenL The carrying value of property and equipment as at December 31, ?Jfl8 and ?fi77 amounbd to ?
28,13'1,715 and? 24,457,340, respectively (*e Note 70).

NOTE 4 - FINANCIAL RISK MANAGEMENT

ManaSement of Finaneial Risk
The Board of Trustees has overall responsibility for the establishment and oversight of the Company's risk
managemmt framework. The board has established the Company's assets, liability, credit and operational risk
commitbes, which are responsible for developing and monitoring the Company's risk management policies in their
specific areas. All board committees have executive and non- executive merrbers and report regol*ly to the Board of
Trustees on their activities

The Company's risk management policies are established m identify and analyze the rieks faced by the Company, to
set appropriate risk limits and control, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflectchanges to marketconditions, products and services offered. The Company,
through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.

The Company's risk audit commitEe is responsible monitoring compliance with Company's risk managemerrt
policies and procedures and for reviewing the adequary of the risk management framework in relation to the risk
faced by the Company. The Company's audit commit@ is assisted in these functions by the Internal Audit and
Compliance Unit The Intemd Audit and Compliance Unit undertake both regular and ad-hoc reviews of risk
management controls and procedures, {re result of which are reported to ttre Audit Commit@.

IMH MICROFINANCE INC.
NOTES TO FTNANCIAL STATEMENTS
DECEMBER 31,2018 AND 2017 Page 7 af 77



The C-onryany's risk manngement policin are summai?Ed belqu :

CrcditRisk
Credit risk is the possibility that the Company suffer losses when a counterparty to a credit transaction fails to meet
its financial obligation.

The Cornpany's credit risk is primarily attributable to its receivable. The Company has adopbd stringent procedure
in extending credit terms to clients and in monitoring its credit risk.

The Company has established controls and procedures in its credit policy to determine and monitor the credit
worthiness of customere and counterparties. Moreover, the project agr€ements with customer inherent protection
clause, i.e. Change in lawsr/ circumstances among others.

(In Philippine Pesa) 2gr8 2417
Cash in Banks
Loans Receivables

15ara,ar7
t?321.5,738

15,865,87',1,

96,615,930
Total Lfi,4i26,7# 112,48'l.,,801

Liquidity Risk
Liquidity risk is the risk of encountering difficolty in raising funds to meet comurihnents associated widr financial
instrumenb.

The Company's maintains adequab highly liquid assets in the form of cash to assure necessary liquidity. It
maintains what it believes to be sufficient cash level. In addition, the Company manages ib liquidity by managing
the maturity profile of its outstanding loans.

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

NOTE 5 - CASHAND CASH EQLIVALENT

This accountatDecember 3L consists of:

ln Philippine Peso) 2018 2017
Cash in Bank
Cash on Hand
PetV Cash Fund
Others

13F59,r%
t,1'g5,%9

u8,m0
386,8511

1'1,,427,228
4,193,697

166,OOO

79,955
Total 15,TLO,Al7 15,865,87A

C-ash in banks earn interest at the respective bank deposit rates.

Interest income amounted to ? 32,057 and ? 83,639 in 2018 and2017, respectively.

NOTE 6 -LOANS RECEIVABLES

This account at December 31 consists of loans granted to membens:

tal,ffir,M7
1,018,855

2417
141,,514,3?2

3,747,251

Current
Past Due
Gross Loans Receivable
Unearned Interest Income

129,659,982
(2,182,499'

145,261,,Ur\

Impairment on Receivables (4,Zffi,&Sl (S,glZ,W)
Net Carrying Amount 96,615,930r2321:6,738
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As to Loan TWe and Performnnce:

Interest Rate
(In Philryine Peso) (Per month)

2018 2017

Kabuh ay an Loans Receivables
Current
Past Due

Kaagapay Loans Receivables
Current
Past Due

Palay Loans Receivable
Current
Past Due

Employee Loans Receivable
Current

AGAP Loans Receivable
Current
Past Due

Solar Loans Receivable

Multipurpose Incentives Loan - Educational lYo
Current
Past Due

2.75%

3%

3Yo

1,%

'I.6"/o (100 days)

'l.,%

1,r8'229,M
746'633

t

r527e

123,295
1,0,g:Ll

2487A83

3,795,y14
4,074

3,781,2:26

wI,957
223,703

95,682,093
2,40A,Tn

137,495
11.,35'1,

157,187
1,1gg,gg0

2,ffi6,279

79,612

'l.,,7?5,359

143,810

Appliances Loans Receivable - Dream C-able 1% - 2"423
Total 129,659,892 102,527,996

Loans Receivables consist of KABUHAYAN LOAN PROGRAM which means "Kaunlaran sa Buhay Flango sa
Yaman ng Negosyo) and KAAGAPAY LOAN PROGRAM which means "Katuwang at Gabay sa Pag-unlad at
Pagyabong ng Negosyo) these are group and individud loan respectively. The purpose of the loan is for starting or
additional capital. KABUHAYAN eams interest of 2.8% per month while KAAGAPAY eams 3% pr month both for
a rnaximum of six (6) months to pay. This Palay Loans Receivables is granted to farmers eaming an interest rate of
3oA per month and payable after three (3) months or during harvest

I^2016, the Company introduces a new loan profile called Alalay ea 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 shop+ repair shops and
similar business and trade, transport service op€rators, and the likes. This loan has the following teruu and
condidon:

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 reloan
3. Loan bearing 16% interest, deducted upfront
4. Inclusive of free Life lnsurance and Loan Protection benefits

The Company also established another loan program to the dependerrts of their menrber clierrts to support their
educational need, This Educational Loan is an incentive to individual clienG for showing good performance, with
the following terrrs and charges:

MIL Loan Type Amount Term Charges'l-. Educational
Loan
(Pangpa-aral)

P 2,0m to P5,0ffi
P 5,500 to P8,ffi
P 8,500 to P[0,000
P 1OSOO to P15,000
P 15,500 to P20,000

6 months
7 months
8 months
9 months
L0 months

2.75oh lnterest per month
20% Fixed Savings as
compensating balance as per
IGbuhayan policies
3% Senrice Fee

Loan protection
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A reconciliation of the allowance for probable losses at the beginning and end of 2018 and2A17 is shown below.

(ln Philippine Peso) 2m8 2017
Balance at beginning of the year
Addifional Provision during the year
Write-off

5,912,0ffi
495A74

6,174,353
8M,8%

(z,!M,ggsl ('1.,069,180)

Balance at end of year 42;60,ffis 5,912,W

The wriFoff of allowance for bad debts was approved b)' the Board of Trustees for the year 2018 and2IJIT was on
October & 2018 and Ocbber 25, 2012 respectively.

NOTE 7- ACCOUNTS RECEIVABLES AND OTHER RECEIVABLES

This account at December 31 consists of:

(In Philippine Peso) 2018 2017
Due from Employees
Due from Suppliers
Advances to Officers and Staff
Others

739,982
261,m8
32,650
4,500

323,4U
?24,973

4,200
4,500

Total 1,039p10 557,157

Due ftom enryIoyees pertains to Ioans made by the employees of the Company whidr are non-interest bearing and
deducted on their semi-monthly sulury.

Due frwt suVpliers includes an advance payment by the Company for the use of a Retailer Teller Machine (RTM).
Aibances to fficers and Staf corrsist of a budget for opening of branch such as transportation and other expense to be
deducted during their semi-monthly salary.

NOTE E - OTHER CURRENTASSETS

This account at December 31 consists of:

(In Philippine Peso) 2m8 2417
Prepaid Insurance - St Peter Life Plan
Prepaid Rent
Supplies on Hand
Solar Inventory
Catering and Kitchen Supplies

64&,984
68e9()0
1910e0
787,524
wryv

g70,sffi

291,,892

87,872Others 67,ggs
TotnI 8,503,919 750,2&

Prepaid Insurance refers to plans bought by the Company from St Peter Life Plan for its clienb, as an option instead
of cash, that the beneficiaries will receive in case client's sudden of death.

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

NOTE 9 - LOANS RECETVABLE (NON-CURRENT)

lnma Receiuables consists of motorcycle loans that given to employees without inhresl wherein 25% of the cost of the
motorcycles will be shouldered by the Company while the 75% shall be bome by th" employee. These loans which
are payable in equal semi-monthly installnens over a period of 5 to 10 years through payroll deductions, are
interest-free and secured by the vehicles acquired from the proceeds of the loans. There are forty-eight (48)
employees who availed of this program- This account has a balance as of December 31,m18 and 2017 amounting to
7 1,974,7ffi and ? 9Z/,914, respectively.
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NOTE 1.0 - PROPERTY AND EQUIPMENT, NET

This account at December 31 consisted of:

(In Philippine Peso)

2or8 land Buildinc Traneportation ttffiffi". Totat" EqulPment EqulP'ent
Cost

lanuary 1

Additions
3,(m,(nO 10,{n0,{x}0 +37131.8

509,396
17,w,531 35,31.6,M9
8,4[8,3ffi 8,931,732

December 31 t(n0,(no 10,(n0,{n0 5,080,714 26,K7,ffi7 U,tw,58,1.
Accumulated depreciation

january 1

Depreciation 500,m0
2,751,563

9[4;6d9
8,W7,945 11,059,5Gt
3,85L709 525,7,357

December 31 sfrl,oo0 3,656,T12 12,1ffi,ffi1 16,316,ffi
Net book oalue 3,(n0,000 %500,000 1,u24,542 r+2u72r3 ?f,'r3r,7r5

(In Philippine Peso)

2017 I,and Building Transportation Fi:ffiffio. TotalEquiPment 
Equipment

Cost

fanuary L

Additions 3,(X)0,0fi) 1.O000,m0
4,254,AU

322,2U
8,692,579 12,942,ffi3
9,2:i'1.,952 ?2,574,196

December 3L 3,000,0(n 10000,000 4,572,319 17,9M,53]., 35,516,U9
Accumulated depreciation

]anuary 1

Depreciation
2,4\2,65'1,

739,912
6,886,319 8,898,97A
1,42'1,,627 2,',1,ffi,539

December 31 2,75'1,,563 8347,96 11,059,509
Net book oahrc 3,m0,000 10,000,000 1,,920,755 9,636,585 24,457,W

NOTE 11 - SAVINGS DEPOSIT

This account at December 31 consists of:

2018 2AL7
Pilit Impok 52,795,313

3,809,139
4'1,,?20,47'1,

3,M7,627Impok Para sa Kinabukasan
TotaI 56,593,452 4,698,099

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 1% of the total loan This can be used for any proiect development of the center. The "Pilit
Impok Funds" is the savings of each individual member which is more 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 of2oA per quarter based on tre outstanding balance.

This "Impok Para sa Kinabukasan" is a savings made by the employees of the Company deducted in their monthly
salary eaming an inbrest of 6% pr.urnum. This can be withdrawn upon their termination or separation from the
Company.
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NOTE 12 - ACCOUNTS PAYABLE AND OTHER PAYABLES

This account at December 3L consists of:

2fit8 zAV
Accounts Payable
Unearned Income
Calamity Fund
Accrued Salaries
Accrued Interest
Accrued Medical Expenses
SSS/PH/INS. Premium Payable
Taxes payable

2808,518
l,gt7,ga6
L3/8,n4
t,r7gA57

551,ffiz
5Y,ITL
232470
1:gl,TlS

6,713,572
297,7M

1,333,954

474,945
582,256
35'j,,n4

83,04'j,_

Pensionli"biliW Z,W,W
Total 15,674,m2 9,837,243

Accounts Paynble are composed of non-refundable insurance that are deducted from loans of ttre borrowers. Other
Payables are obligations incurred on the basis of normal credit brms, unsecured and non-inbrest bearing for the
year.

&lamity Fund b an allocated amount to support ttre members and borrowers' livelihood in case of emergency or
natural calamities occurred.

NOTE13 - LOANS PAYABLE (SHORT-TERM)

This account at December 31. consists of:

(ln Philippine Peso) 2018 zAV
Long Term-Lo.rns Payable - SBCorp rz'IarA8{I

32,W,094
6,175,792

27,w6,504Loans Pavable - LBP
Totsl u,l:a',56g 33,272,296

As to Interest Rate
Loans to NLDC (fonnerly National Livelihood Support Fund) eams interest of 9o/o p annum as of 2018 and2fi17
while loans to PCFC eams interest rate of 1O% per annum plus 1% service fee, payable within one year or less.

Ioans payable consists of an unsecured loan from Land Bank of the Philippines (LBP), obtained to support the
working capital requirements of the Courpany. These Loans Payable bears an interest rate of 6.75% per annum and
payable within six (6) months.

NOTE 14 - LOANS PAYABLE (LONGTERM)

This accountatDecember 31 consisb of:

n Philippine Peso) 2018
Long Term-Loans Payable - SBCorp

Term-Lo€urs Payable - Others
7,655,952
3,fi)0,ofr)

Total 10,65t952

Loans Payable from a Small Business Corp. (SB Corp.) rcpres€nts an unsecured loan incurred by th" Company
earning an inbrest rab of 8% per annum, payable within 2 years.

NOTEls - FT,'ND BALANCE

The Company uses dre funds for the operational activities as indicad in the approved agreement with the
members. Fund baLance- are u{lized only for projected actiwities in conformity *ith th. appioved work plans,
budgeb, personnel and financial guidelines and policies of the Company. fne funa bahnce as of December gt,ZOtg
and2ul7, were amounbd.ta? 47,659,522 and ? L3pT6,ggZ, respectively.
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The Adjustments in the fund balance amounting to ? 304,014 and ? 3,726,121. as of December 3'l', 2tL8 and 2017,
respectively, represents erroneous adiusting entry in accrued expenses from previous years.

NOTE16 - OTHERINCOME

This account at December 3L consists of:

n Philiwine Peso)

Service Charge
Miscellaneous Income

20L8
1..62,7U
rc$m

2A17

11A379
186,ffio

Total 209,!42 297,458

NOTE !7- OPERATING AND ADMTNISTRATIVE EXPENSES

This account at December 3L consists of:

(ln Philippne Peso) 2018 2417

Salaries, Wages and Benefie (see Note 20)
Transportation Ex pense
Interest and Bank Senrice Charge
Fuel and Lubes
SSS/P.H./ Ins. Prem. Expense
Depreciation Expense
Repair and Maintenance
Rent Expense (see Note 18)

Communication, Light and Water
Supplies
Taxes and Licenses (see Note 23)

Loan Loss Provisions
Meetings and Trainings
Contracted Serrrices
Staff Amenities
Representation
Logistics Support - Palay Collection
Advertising & Promotion
Medical Expense
Research and Development
Miscellaneous

35,221,7#
6,2llll,7?8
3,508,885
1,578,W7
2A27/ne
4,715,|m
1,639,866
3,1.l'.,,#l
2,148,678
2,793,155

965,746
49sA74
232,Xig
9(x),901
298,563
24r,2W
12,6M

270,?2J,_

28,&3,135
5,9273n
2A28,2M
1,,A86,917

1,295,155
zr'tffir539
1,,2'1.4,737

2,329,573
'/',,730,582

1",275,896
'I'",352,978

806,893
519,M2
653,870
?5,3,N9
2A8l0d
15,933
82,752

307,938
13,089

14,269
3,373,7ffi 2,839,139Other Ex

Total 70,;M,W 55,L45,63

Other Expenses includes various expenses incurred during the activities and programs of the Company.

NOTE 1& LEASE OBLIGATION

The Company is paymg a fix monthly rental rate, with an agreement that the contract is to be renewed at the end of
the Erm 6f ti" tm"i. Tlrere are no purchase options and eralation clauses stipulated in the contracl 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 &rc period

stiputated 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:

(In Phill Peso 201E 2017

Oftice Rental l,J't1,,ill 2,298,7M
30,869Rent - Equi

Total 3,1.1.l,w7 2,329,573
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NOTE 19 - EMPLOYEE BENEFITS

Staff costs and otlur employee related costs consist of:

(In Philippine Peso) 2018 2017
Salaries, Wages and Benefib
Fringe Benefits
Employee Incentives
SSS/ P.H./ Ins. Prem. Expense

2f',452,2W
6,16l,51'g
1,849,50!)
zrln7rtng

?3,294,188
4,783,980

5&,967
"1,,295,155

Total 38,890,755 29,938,290

Retirement Benefit

The Company has no retirement fund or retirementplan for its employees however; the Company provides statutory
benefits like the 13tt month pay, holiday pap vacation and sick leave berrefits.

The Company has not yet adopted a formal retirement plan for the benefit of its qualified employees. Under
Republic Act74l. (known as the Retiremerrt Pay Law), in the absence of the retirement plan or agreement providing
the retirement benefits or employees in the private sector, an employee upon reaching the age of 60 years or more,
but not beyond 65 years, who has served at least five (five years in the said establishment, may retire and shall be
entitled to retirement pay equivalent or at least onehalf (1/2) month for every year of service, a fraction of at least
six (6) months being considered as one whole year. No accruals were made during the year since all the Company's
employees do not yet meet the requirement of R.A7il1..

Detsils of enryloyee benefts fot the year are as follows:

(In PhiliWine Peso) 2018 2417
Short-term employee benefits
Post-Employment benefie
Termination

10,43&4ffi 6,W,102

Total 14,438,4ffi 6,W,102

NOTE 20 - RELI\TED PARTY TRANSACTION

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. Entities are
considered to be related if they are subjected under common control or common significant influence. The
Company's relad parties include:

o Key management perconnel, close family members of key management personnel and entities which are
controlled, significantly influenced by or for which signfficant voting power is held Wkey management
personnel ortheir close family members,

r Post-employment b€lrefit plans for the benefit of *re Company's employees, and
r Other reliated parties within the Company.

Significant transactions with related parties are non-interest advances and reimbursement of expenses of directors,
officers and employees.

Adoaneesto fficus
Amounts due from officers and employee includes unsecured non-interest-bearing toans pertaining to motorcycle
loan and salary loans, and ottrer unsecured noninterest-bearing loans and advances granted to the Company's
officers and employees. This account has the balance as of December 37,2U!8 and,?fil7 amounting to ? 32,650 and ?
4P00, respectively.
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Adaances fromTrustees
The advances from Trustees were obtained to support the working capital requirements of the Company. These
advances are non-interest bearing and payable in cash and on demand. As of December 31, 2078 and 2mZ this
account has a bal,ances amounting to ? 6,0fi),000 and ? 8,000,000, respectively.

Cotnpensation of Kq Management Personnel
Compensation of Key Management Personnel of the Company pertains to consultancy fees, saliaries and other short-
term benefits. As of December 3l , 2Al8 and 2O\7 , this account consists of Honorarium paid by the Company to Board
of Trustees amounted ta? 2,821,8n and? 2,3543%, respectively.

NOTEA - PROVISIONS, COMMITMENTS AND CONTINGENT LIABILITIES

The Company has no oubtanding provisions, commitments and contingent liabilities as of December 31, 2018 and
2917. The management believes that there is a possible obligation that may, but probably will not, reguire an
oufflow of resources- Thus, trere is neither provision nor contingerrt fiability that has been provided fhat needs to be
presented in the financial statemenb of the Company as of December 37,2u17 and?fi16.

NOTE 22 - PROTECTS AND ACTTVTilES

Tlu following are tlrc ectivities of the C-ompany ftr tln year:

Scholarship
The Company has eixty-four (64) scholars as of June Nl7, wtder ib "Pag-adal Ko Sagot Mo" projecl Under this
Program, the scholars will be given full tuition fees for errery semester for a four-year course, otlrer fees applicable to
ttre course, actual uniform expenses not exceeding P1,000 and not more frequerrt than twice during the Schola/s
college years, actual cost of books for every semester, actual cost of Physical Education (P.E.) Uniformind a monthly
allowance in the amount of P1,500.00/month.

Micro Entrelrreneurs Session
As Part of Company's continuing goal to uplift the lives of its client-member, is to provide technical assistance and
suPport for its micro-errterprise needs. Providing financial and non-financial needs to improve both errterprise and
entrepreneurial skills of its member is one of the main goal of Company's, as manifested in our tagline "Kaagapay
mo sa Buhay".

The activity was held at the CRH Developmental Building in Salugan, Camalig Albap last July 14,2A17, and were
participated by trventy-seven (27) different Micro-entrepreneur clients from branches of Sorsogon, C-amarines Sur,
Masbate and Albay Area. Participants were engaged in various gpe of enterprise from trading,manufacturing and
service.

Good Manufacturing Practice Training (GMP)
To improve skills and acquiring new knowledge in micro-enterprise managemerrt is one of the ValueAdded
Services Progralrs of the Company to continuously implement prograrns that will benefit our client-members. It is
beneficial for them b have a legal and moral responsibility to produce and prepare food that will not hann the
consumer.

The lMP Tryining was held on November 1'1.,2n17 with the paficipants of 23 member-entrepreneurs from different
branches in Sorsogon Area.

Basic Financial Literacy
Improving the client's financial capability requires of educating and empowering them to address the types of
financial decisions, oppo:tunities-and challenges that arise throughout their financiat cycle. Without financialiiteracy
training will leads to bad money habits.

This activity was conducted in 80 different centers all over Sorsogon, Camarines Sur, Masbate and Albay with total
participants of 1,270 clients.
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NOTE 23 - INCOME TAX

Under R.A. 105S3, otherwise known as, The " Microfinance NGOs Act', under Section 20 states that a duly registered
and accredited Microfinance NGO sha[ pay a two percent (2%) tax based on its gross receipts from microfinance
operations in lieu of all national taxes: Provide4 that preferential tax treaknent shall be accorded only to NGOs
whose primary purpose is microfinance and only on their microfinance operations cabring to the poor and low-
income individuals in alignment with the main goal of this Act to alleviate poverty. The non-microfinance activities
of Microfinance NGOs shall be subject to all applicable regular taxes.

The Company adoped the new law and paid income taxes based on the 2% of all its gross receipts from
nicrofinance operation. Total amount of gross receipts from microfinance operations and income tax expense for the
year 2018 amounted to ?76.5 million and P 1,531,230.65, respectively.
The reconciliation between the statutory income tax and effective income tax of the Company follows:

(ln Philippine Pesa) 2018

Statutory income tax
Income tax effects of:
Income subject to preferential tax of 2o/o

Income subiect to final tax
Expenses from tax exempt activities

t,gtko,sil

(2r,437,29lg'l
(9,61n

yL,061.,993

Total 1"555'701

NOTE 24 - SUPPLEMENTARY TAX INFIORMA'rION

RR 15 - 2m0
On November 201O the Bureau of In@mal Revenue (BIR) issued Revenue Regulations (RR) No, 1F2010 which
requires additional procedural and/or documentary requirements in connection with the preparation and
submission of financial statements accompanying the tax retums. Under the said RR, companies are required to
disclose, in addition to the disclosuree mandad under PFRS and such other standards and/or conventions that
may hereto be adopted, in the Nobs to Financial Statements, information on taxes, duties and licenses fees paid or
accrued during the taxable year.

Tlu fullowing is tlw rcquired information under RRNo. 75-2070 for the yems ended December 31, 2078 and 2077:

(a) Percmtage Tax

Pursuant to under Section 109 (BB) of the National Internal Revenue Code, as amsrded by Republic Act (RA) No.
10!)63, which states that "Persons, who are not VAT-registered, who sell goods, propefies or seruices, whose
annual gross sales and/or receipts do not exceed three milton pesos (Php3,000,000.00) and are exempt from
value-added tax (VAT)" which requires a 3% tax on its Gross sales or receipts from their business operation. As
of December 31,2018, the Company paid ? 1A339 on tlreir Rmtal and C-aering Revenue.

@)Witl*wldingTaxcs

This account consists of the following:

(ln Philipptne Peso) 2018 zA17

Withholding taxes on compensation and benefic 1:07,6?s
149,?31

695,ffig
75,738Expanded withholdins taxes

Total xi6,859 ml,,407

(c)Doamentary StampTax

Du.ing the years 2018 and 2UL7, the paid F {13,224 and F 44,115, respectively for doctrmentary stamP

taxes on loans and promissory notes.
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(d) Taxes and Lienses
All other taxes, local and national including real estate taxes, license and perrrit fees lodged under the "Taxe6
and licmses" account under the "Operating and administrative exlrenses" account in the statement of revenues
and expenses includes the following for the year ended December 31, 2018 and?f77;

(ln Philippine Peso) 2018 2417
Documentary Stamp Tax
Percentage Tax
Business Permit
Motorcycle Registration
Annual Registration - BIR
Capital Gains Tax

413,?24
102,339
41L,155
llE 165

lOOOO
16,000

M,115
7M,9M
435,M7
121,414

9,5m
36,m

Total l,o76,gg3 'l.,,352,979

-ox(ho-
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