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%’% JMH Microfinance, Inc.

CRH Building, Salugan, Camalig, Albay
Tel. No. (052) 431-0706

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of JMH MICROFINANCE, INC. (the “Company’). is responsible for the
preparation and fair presentation of financial statements including the schedules attached therein,
for the years ended December 31, 2020 and 2019, in accordance with the prescribed financial
reporting framework indicated therein, and such internal control as managemeant determines is

necessary to enable the preparation of financial statements that are free from material
misstatemeant, whether due to fraud or arror

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as & going concern, disclosing, as appiicable 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.

The Board of Trustees is responsible for oversesing the Company’s financial reporting process.

The Board of Trustees reviews and approves the financial statements including the schedules
attached therain, and submits the same to the members of the Company.,

Alas, Oplas & Co., CPAs, the independent auditors appointed by the members for the years
ended December 31, 2020 and 2019, has audited the financial statements of the Company in
accordance with Philippine Standards on Auditing, and in its report to the members, have
expressed its opinipn on the fairness of presentation upon completion of such audit.

[-te

A. PERLADO JR



Alas Oplas & Co., CPAs

Alas Oplas & Co., CPAs

&/F Fichmonde Faza, San Miguel Avense
corner Lourdes Drive, Ortigas Cenlar,

Pasig City Philippines 605

Phomne Na.: {02 B35-905

Email: agcortigesbranch@alasoplascpas.com

I F-Fidlippine &X& Life Contre
1265 Sen. Gil Puat Avenue
Makalt City. Phitipgines 1204

(63} 38591851
plascpas.com

marl: aocheadollicedalzsn
i, plasoplascoas.com

Incependent Member of

B K R International

INDEPENDENT AUDITORS' REPORT
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
SECURITIES AND EXCHANGE COMMISSION

To the Members and the Board of Trustees
JMH MICROFINANCE, INC.

(Formery: J. M. Honrado Foundation, Inc.)

(A Microfinance Non-Government Organization)
CRH Building, Salugan,

Camalig, Albay

We have examined the financial statements JMH MICROFINANCE, INC. for the years ended December 31, 2020
and 2019, on which we have rendered the attached report dated April 12, 2021.

In compliance with Securities Regulation Code Rule 68. as amended, we are stating that the said Company has
ng stockholders, being a non-stock, non-profit organization.

ALAS, OPLAS & CO., CPAs

BOA Registration No. 0190, valid from September 4, 2019 to October 30, 2022

SEC AN. (Firm) 0321-FR-1, issued on February 7, 2019; effective unitil February 8, 2022
TIN 002-013-406-000

BIR A.N. 08-001026-000-2021, issued on January 11, 2021 effective until January 10, 2024

By:

RYAN A. SABUG

Partner

CPA License No. 0111183

SEC AN. (Individual) 111183-5EC, issued on February 4, 2021; effective until February 3, 2026
TiN 232-158-2858-000

BIR A N. 08-006531-001-2020, issued on February 24, 2020 effective until February 23, 2023
PTR No. 8533770, issued on January 4, 2021, Makati City

April 12, 2021
Makati City, Philippines



Alas Oplas & Co., CPAs

Alas Gplas & Co., CPAs

8'F Richmande Plaza, San Miguel dvenua
coreef Lourdes Drive, Ortigas Center,

Pazig City Philippines 1058

Phome N {02) B435-502%

Email: agcortigasbranch®alasoplascpas com

INDEPENDENT AUDITORS’ REPORT iyl
Makati City, Phifippines 12040

Figna Mo, (637) TT59-5090 | (632) 53891861
Email: aocheadoffice@alasoplascpas.com

To the Members and the Board of Trustees i glasoplascias.com

JMH MICROFINANCE INC., )

(Formery: J. M. Honrado Foundation, Inc.) Iatlepinderit Member of

(A Microfinance Non-Government Organization) B K R Illtci‘[l atic .n-{lf

CRH Building, Salugan, Camalig, Albay

Opinion

We have audited the financial statements of JMH MICROFINANGCE INC. ("the Company”), which comprise the
statements of assets, liabilities and fund balance as at December 31, 2020 and 2019, and the statements of revenue
over expenses, statements of changes in fund balance and statements of cash flows for the years then ended, and
notes to the financial statements, including a summary 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, 2020 and 2019, and its financial performance and its cash flows for the years then
ended in accordance with Philippine Financial Reporting Standard for Small and Medium-sized Entities (PFRS for
SMEs).

Basis for Opinion

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

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

Management is responsible for the preparation of the financial statements in accordance with Philippine Financial
Reporting Standard for Small and Medium-sized Entities (PFRS for SMEs) and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to continue
as a going concemn, 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.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.



Alas Oplas & Co., CPAs

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

e 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
Company's internal control,

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

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

= Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,

and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in intermnal control that we
identify during our audit.




Alas Oplas & Co., CPAs

The Supplementary Information Required under Revenue Regulations Nos. 15-2010 and 19-2011

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole,
The Supplementary Information Required under Revenue Regulations Mos. 15-2010 and 19-2011 on {axes, duties
and license fees paid or accrued during the taxable year, taxable income, and deductions in Notes 24 and 25 to the
financial statements are 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 JMH
MICROFINANCE INC. The information has been subjected 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 statements taken as a whole.

ALAS, OPLAS & CO,, CPAs

BOA Registration No. 0180, valid from September 4, 2019 to October 30, 2027

SEC AN, (Firm) 0321-FR-1, issued on February 7, 2019; effective until February 6, 2022
TIN 002-013-406-000

BIR A.N. 08-001026-000-2021, issued on January 11, 2021; effective until January 10, 2024

By

RYAN A. SABUG

Partner

CPA License No. 0111183

SEC AN. (Individual} 111183-SEC, issued on February 4, 2021, effective until February 3, 2026
TIM 232-158-286-000

BIR AN. 08-006531-001-2020, issued on February 24, 2020; effective until February 23, 2023
PTR No. 8533770, issued on January 4, 2021, Makati City

April 12, 2021
Makati City, Philippines



JMH MICROFINANCE, INC.

{A Microfinance Non-Govermmeant Organization)

STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE

DEGEMBER 31, 2020 AND 2019
In Phillppine Peso

_ Notes 2020 2018
ASBETS
Current Assets
Cash and cash equivalents 5 19,227,269 4 08531
Loans receivable — net 6 145,403,310 153,072,531
Accounts receivable and other recaivables 7 816,408 1,240,972
Other current assals 8 3,720,628 7.702 427
Total Current Assats 174,167,615 171,081 261
Non-current Assels
Property and equipment — net 2] 21,791,564 24 721 867
Deferred tax asset 149 20,14 13,617
Total Non-current Asseis 21,811,695 24 75 484
TOTAL ASSETS 195,979, 310 195 816,745
LIABILITIES AND FUND BALANCE
Current Liabilities
Microsavings 10 64,638,076 65,123,322
Accounts payable anc other payable 1 29,984,035 21,749 714
Income tax payable 423 581 463 120
Advances from related party 18 - 6,000,000
Loans payable 12 23,521,994 22 108 591
Total Current Liabilities 118,547, 666 115 444 747
Moh-turrent Liability
Loans payable 12 18,814,374 23,521,994
Total Liabilities 137,462,040 138,566,741
Fund Balance 13 58,517,270 56,850,004
TOTAL LIABILITIES AND FUND BALANCE 195,979,310 195 816,745

Fem Motas ko Financial Stalemarns.



JMH MICROFINANCE, INC,
(A Microfinance Non-Government Organization)
STATEMENT OF REVENLIES OVER EXPENSES

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

in Phillppine Peso

Notes 2020 2019
REVEMNUE AND OTHER INCOME 14 72,330,873 85612 868
COST AND EXPENSES
Prograrms and projects th (52,643,580} {61,758,312)
Administrative expenses 15 (16,583,789} (23,142 273)
(69,227,329} (84,900,585}
EXCESS OF REVENUE OVER EXPENSES
BEFORE INCOME TAX 3,103,544 10,712 283
INCOME TAX EXPENSE 19 (1,436,278} {1,847 5143
EXCESS OF REVENUE OVER EXPENSES 1,667,266 B B84 384

Ses Notes fo Finencied Statemants.




JMH MICROFIMANCE, INC.

{A Microfinance Non-Government Organization)
STATEMENTS OF CHANGES iN FUND BALANCE

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
in Philippine Peso

Members® Accumulated

Cantribution Savings
. (Note 13} {Note 13} Total
Balance, December 31, 2018 22,344 532 25641103 47,335.835
Additionai contribution - - -
_Excess of revenue over expenses - 8,864 369 8,864,369
Balance, Decomber 31, 2019 22,344 532 34 505472 58,850,004
Additional contribution - - -
Excess of revenue gver expenses - 1,667,266 1667266
Balanta, December 31, 2020 22,344,632 38172738 58,517,270
S Nodes o Arvncisd Stafermenis.



JMH MICROFINANCE, INC.

A Microfinance Non-Govemment Organization)

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

In Phllippine Peso

2020 20159
CASH FLOWS FROM QPERATING ACTIVITIES
Excess of revenue over @xpenses 3,103,544 10,712,282
Adjustments for:
Depreciation 3,783,051 4,538 161
Provigion for probable losses 2,869, To7 1,606 241
interast income from bank deposits {34,661) {23.818)
QOperating income before warking capital changes 871,711 16,823 B67
{Increase) decreasa in:
Loans and receivables 4,150,298 (29,830,468}
Accounts receivabla and other receivable 4214 564 {202,1682)
Other current agsets {1,018,202) 801,342
Increase (decraasga) in:
Savings deposit {485,24T) 8,529,870
___Accounts and othar payables 1,790,760 8,674 942
Cash generated from {used in} operations 14,573,584 4 BS7 440
Income tax paid (1,058, 850) 1,398 311)
Intarest incarme received 34,661 33,818
Net cash generated from operating activities 13,549 665 3,532 847
CASH FLOWS FROM INVESTING ACTIVITY
Additions to proparty ahd equipment {183,510} {3.546,798)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of loans payable {22, 108,591} (49,583,574}
Proceads on loans payable 18,914,374 43,452,739
Net cash used in financing activities {3,184,217) {6.130,835)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 10,161,938 (6,144 5886}
CASH AND CASH EQUIVALENTS AT BEGINNING OF
YEAR 9,065,311 15,210,017
CASH AND CASH EQUIVALENTS AT END OF YEAR 19,227,260 9,085,331

Seoe Noles to Financial Statemenis,



JNMH MICROFINANCE, INC.

(A Microfinance Non-Governmon! Orgamnization)
HOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2018

In Philippine Paxo

1. CORPORATE INFORMATION

-JMH MICRQFINANCE INC. {Formsry: LM Honrado Foundation, fnc) “the Company” a
microfinance non-government organization (NGQ) was organized and registered with the
Securities and Exchange Commission (SEC) an October 7, 2004 with SEC Registration No.
CN200429482 and Bureau of intarnal Revenye with Tax Identification No, 006-140-730,

The Company's 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 Agril 25, 2017)

Being not crganized for profit and since no part of its excess of revenue over expenses inures
to the benefit of any private individual or member, the Company falls under Section 30{e) of
the Tax Refom Act of 1397 and, as such, income from activities in pursuit of the purpose far
which the Company was organized is exempt from income tax.

Cn August 16, 2016, the implementing rubes and regulations {IRR) of Republic Act {RA) No.
10633 ar otherwise known as Microfinance NGOs Act was approved and implemented. The
IRR of RA10893 reguires Microfinance NGOs to be established as non-stack, non-profit
corporation with a capitat contribution of at least One Million pesos and include the word
"Microfinance” in the corporate and trade name of the Microfinance NGO seeking
accreditatian.

On May 16, 2017, the SEC approved the amended articles of incorporation Article |1, Il and
I, which: states the following:

+ Aricie | ~ Registered Name: From J.M. Honrado Foundation, Inc. change to JMH
MICROFIMNANCE, INC.
Articie il - Primary Purpose
Article lll - Transfeming the principal office address of from 1620 National Highway
Purok 2, Bafag, Daraga, Albay transferred to CRH Building Salugan, Camalig, Albay.

On March 28, 2018, the Company was deemed an accredited Microfinance NGO by the
Microfinance NGO Regulatory Council {the Council) after having been certified by the SEC
to no deragatory information an March 15, 2018, In accordance with RA 10883, the Company
shall be entitled to avail of the two percent (2%) gross receipts tax on its income from
microfinance operations.

2, BASIS FOR THE PREFARATION AND PRESENTATION COF FINANCIAL STATEMENTS
2.01 Statement of Compllance

The Philippine Financial Reporting Standard for Small and Medium-sized Entities (PFRS for
SMEs) identifies which entities are qualified and covered by the standard, provides an option
for qualified entities in application of the PFRS for SMEs and specifies the financial reporting
standards for qualified entities. The Company gualifies as a Smalt and Medium-sized Entity
{SME) and accordingly, availed of tha option to apply the PFRS for SMEs that bacame
effective in 2008,

The Company's financial statements for the period ended December 31, 2020 and 2019 is
prepared under accounting policies that comply with the PFRS for SMEs.

10



JAH MICROFIMANCE, INC.

(A Microfimarce Non-Gaovernmant Qrganization)
NOTES TO FIKANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

In Fhllippine Paso

2.02 Basls of Preparation

The financial statements are prepared on a going concern basis under the historical cost
convention, except where PFRS for SMEs requires an alternative treatment {such as fair
values) as disclosed where appropriate in these financial statements.

2.03 Presantation and Functlonal Currency

The accompanying financial statements are stated in Philippine Peso and amounts are
rounded to the naarast Peso, unless otherwise stated. The Company's functional and
presentation currency is the Philippine Peso as it reflects the primary economic snvironment
in which the Company operatas.

2.04 Use of Judgments and Estimates

The preparation of the Company's financial statements requires management to make
judgments, estimates and assumptions that affect the amounts reported in the Company's
financial statements and accompanying notes.

Judgments are made by management in the development, selection and disclosure of the
Company's significant accounting poticies and estimates and the appiication of these policies
and estimates.

The astimates and assumptions are reviewed on an on-going basis. These are based on
management’s evaluation of relevant facts and circumstances as of the reparting date. Actyal
results coulg differ from such estimates.

Revisions to accounting estimates are recognized in the pericd in which the estimate is
revisad if the ravision affects only that pericd or in the period of the revision and future peripds
if the revision affects both current and future periods.

2.05 Going Concern Assumption

The Company is not awars of any significant uncartainties that may cast doubts upon the
Company's ability to continue a3 a going concem,

3. SIGNIFICANT ACCOUNTING POLICIES

Principal accounting and financial reperting policies applied by the Company in the
preparation of its financial statements are enumerated balow and are consistently applied to
all the years presented, unless stherwise stated,

In addition to the abovs, the SEC has issued a memorandum gircular on March 28, 2018
changing the quantitative threshald for total assets to ®100 million ic 350 million or totat
liabilities of 100 million to 250 million to qualify for PFRS for SMEs.

Current versus Non-current Classification

The Company presents assets and liabilities in the statement of assets, liabilities and fund
balance on currant or non-current classification. An asset is current when it is:

Expected to be realized or intended to be sold or consumed in normal operating cycke;
Held primarily for the purpose of trading;

Expected lo be realized within twelve months after the reporting pericd; or

Cash and cash equivalents uniess restricted from being exchanged or used to settle
lizbility for at least twelve months after the reporting period.

1



JAMH MICROFINANCE, INC.

(A Microfinance Non-Govemment Orgenization)
NOTES TO FINAHCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

In Philipping Paso

All other assets are classified as non-current.
A liability is current when it is:

Expected to be settled in nomal operating cycle;

Held primarily for the purpose of trading;

Expected to be settied within twelve months afier the reporting period; or

There is ho unconditionai right to defer the settlement of the liability for at least twelve
maonths after the reporting pericd.

All other liabilities are classified as non-current
3.01 Financial Assets

Financial assets ars classified as aither 'basic financial assets' or ‘other financial assets'. As
of December 31, 2020 and 2019, the Company has no financial assets classified as other
financial assets,

2.01.01 Basic Financial Assels

The Company recognizes basic financial assets anly when the entity becomes a party to the
contractual provisions of the instrument. Financial assets are initially measured at the
transaction price including transaction costs unless the arrangement constitutes a financing
transaction.

The Company's basic financial assets as presented in the statements of assets, liabilities
and fund balance comprise of cash and cash equivalent, loans receivable and accounts
receivable and ather receivables,

a. Cash and cash equivalenis

in the statements of cash flows, ¢ash includes cash on hand, cash in bank, cash fund
and cash equivalents, The Company recognized cash and cash equivalents as current
asset when the cash and cash aquivalents is not restricted from being exchanged or
used to settle liability for st least twehwe months after the end of the reporting period.

Cash on hand includes undsposited cash collections. Cash in bank includes demand
deposits which are unrestricted as tv withdrawal. Petty cash fund are cash set aside for
currert purposes.

Cash equivalents are short-term, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.
For an investment to qualify as a cash equivalent, it must be readily convertible to a
known amount of cash snd be subject to an insignificant risk of changes in value. Cash
equivalents are held for the purpose of meeting short-terrn cash commitments rather
than for investment or ather purposes. Therefore, an investment normally qualifies s a
cash eguivalent only when it has a short maturity of, say, three months or less from the
date of acquisition, Equity investments are excluded from cash equivalents unless they
are, in substance, cash equivalents, for example in the case of preference shares
acquired within a short period of their maturity and with a specified redemption date.

Cash is valued at face value.
The Company recognizes cash and cash equivalents as current assels when the cash

and cash equivalents are not restricted from being exchanged or used to settie a liability
for at least twelve months after the end of the reporting periad.

12



JMH MICROFINANCE, INC.

{A Microfinance Non-Govermvnent Orgaaization)
HOTES TO FINANCIAL STATEMENTS
CECEMBER 31, 2020 ANC: 2018

In Phillppine Feso

b, Loans receivable

Loans receivable pertains to interest besring loan assistance granted to qualified
beneficiaries in the diffsrent communities where the Company operates.

Loans receivable are recognized initially at the transaction price and subseguently
measured at amortized cost using the effective interest method, less pravision for
impairment. A provision for impairment of receivables is established when there is
objective evidence that the Company will not be able to collect i amounts due according
ta the onginal terms of the receivables.

¢ Accounts receivable and other receivables

Accounts recaivable and cther receivables are amounts due from customers for services
perfermed in the normal operation of the Company. If collection is expected in one year
of less (or in the normal operating cycle of the business if longer), they are ciassified as
current assets, If not, they are presented as non-cumrent assets,

Accounts receivable and other receivables are recognized initiaily st fransaction price
and subseguantly measured at amartized cost using the effective interest method, less
provigion for impairment.

341 seltiing of Firancigl instruments

Financial assebs and liabilities are offset and the net amount is reported in the statements of
assels, liabilities and fund balance when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis or realize the asset and
settle the liability simultaneously,

3.01.03 impaiment of Financial Assets Measured at Cost or Amortized Cosf

At the end of each reporting pericd, the Company assesses whether there is objective
evidence of impairment of any financial assets that are measured at cost or amortized cost.
If there is objective evidence of impairment, the Company recognizes an impairment foss in
the staterment of revenue over expenses immediately.

Financial assets that are assessed not to ba impaired individually are, in addition, assessed
for impairmeant on a collective basis,

Ohjective evidence of impaimment could includs:

= significant inancial difficulty of the issuer or obligor;

= abreach of contract, such as a dafault or delinguency in interest or principal payments;

= the creditor, for economic or legai reasons relating to the debtor's financial difficulty,
granting {o the debtor a concession that the creditor woulkd not otherwise consider:

+ it has become probable that the deblor wiii enter bankruptcy or other financial
recrganization; and

= observable data indicating that there has been a measurable decrease in the estimated
future cash fiows from a group of financial assets since the initial recognition of those
assets, even though the decrease cannot yet be identified with the individual financial
assels in the group, such as adverse national or local economic conditions or adverse
changes in industry conditions.

For instruments measured at cost less impairment, the impairment loss is the difference

between the asset’s carrying amount and the best estimate of the amount that the Company
would receive for the asset if it were to be scld at the reporting date.
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If. in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related cbjectively to an event occumring after the impairment was recognized, the
Company shall reverse the praviously 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 Company shall recognize the amount of
reversal in profit or loss immediataly.

3.01.04 Derscognition of Financial Assels

The Company derecognizes a financial asset only when the contractual rights to the cash
flows from the asset expire or are settled, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of the asset to ancther entity. If the
Company, despite having retained some significant risks and rewards of ownership, hag
transferred control of the asset to ancther party ang the other pary has the practical ability
to sell the asset in its entirety to an unrelated third party and is able to exercise that ability
unilaterally and without needing to impose additional restrictions on the transfer, the
Company derecognizes the asset and any rights and obligations retained or created in the
transfar.

3.02 Property and Equlpment

Property and equipment, except land s stated at cost less accumulated depreciation and any
acsumulated impairment in value. Such cost includes the 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-toay servicing. Land is stated st cost iess any impairment in
value,

Tha initiz! cost of property and equipment consists of its purchase price, including import
duties, taxes and any directly aftributable costs necessary in bringing the asset to its working
condition and location for its intended use. When each major inspection is parformed, its cost
is recognized in the camrying amount of the property and equipment as a replacemant if the
recognition criteria are satisfied. Expenditures incurred after the item has been put into
aperation, such as repairs, maintenance and overhaul costs, are normally recoynized as
expense in the pericd such costs are incurred. In situations where it can be clearly
demgnstrated that the expenditures have improved the condition of the asset beyand the
originally assessed standard of performance, the expenditures are capitalized as additional
cost of property and egquipment.

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

Building - 10 years
Transportation equipment - 5 years
Furniture, Fixtures and other Equipment - 3 years

The residual values, useful lives and method of depreciation of the assets are reviewed and
adjusted, if appropriate at sach reporting date. Fully depreciated assets are retained in the
accounts untl they are no longer in use and no further depreciation and amartization is
credited or charged to current operations. If there is an indication that there has been a
significant change in depreciation rate, useful jifc or residual value of an asset the
depreciaticn of that asset is revised prospectively to reflect the new expectations.

An item of property and equiprment is derecognized when either it has been disposed orwhen
it is permanently withdrawn from use and no future economic banefits are expeacted 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 statement of revenue over expenses in the
peniod of retirement or disposal.
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.02 01 Impairrent of Froperty and Equs r than Inventorias
At each reporting date, property and equipment are reviewed to determine whether thers is
any indication that those assets suffered an impairment loss. If there is an indication of
possibie impairment, the recoverable amount of any affected asset (or group of retated
asgsets) is estimated and compared with its carrying amount.

If estimatad recoverable ameunt is lower, the carrying amount is reduced to its estimated
recoverable amount, and an impairmant loss is recognized immediateily in the statement of
revenue over 2Xpenses.

if impairment loss subsequently reverses, the camying amount of the asset (or group of
assets} is increased to the revised estimate of recoverable amaunt but not in excess of the
amount that would have been determined had no impairment loss been recoghized for the
asset {or group of assets) in prior years. A reversal of impairment loss is recognized
immediately in the statement of revenue over expenses.

3.03 Financial Liabilities and Equity Instruments
203 01 Classification as Debl gr Equity

Debt and equity instruments are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements.

3.03.02 Fingncial Liabilities

Financial liabilities are initially measured at the transaction price including transaction costs
except for those that are measured at fair valus through prefit and loss (FYTPL), unkess the
arrangement constitutes a financing transaction. Such financiai liabiiities will be subsequently
measured at amortized cost using the effective interest method or those classified as current
liabilities will be measured at the undiscounted amount of cash expectad to be paig.

The Company has no financial liabilities at ~VTPL as of December 31, 2020 and 2019,

J.02.02 Da 0] Financigl Liahilibi
The Company derecognizes financial liabilities when, and only when, the Company's
obligyaticons are discharged, cancelled ar expired.

3.04 Fund Balance

3.04.01 Capital Contribution

Capital contribution pertains to the donation received by the Company. The capital
contribution is measured at the fair value of the consideration received at the date of
contribution,

.04 07 Accumila ings

The amount inciuded in fung balances incluges accumulated excess of revenues over
disbursement reduced by funds returned to funding agencias/partnars and other adjustments.
Funds retusmed to funding agencies/pariners are recognized as a liability and deducted from
fund balances in accordance with specific provision of the contract related to the funds. Fund
balances may also include effect of change in accounting pelicy 25 may be required by the
provisions of new accounting standards and interpretations.

3.05 Provisions, Contingent Liabllities and Contingent Assets

305 {4 Pmovisions
Provisions are recagnized when, as a result of a past event, the Company has a present

legal or constructive obligation that can be estimated reliably, and it is probabla that an
outflow of economic benefits will be required to settle the abligation.
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Provisions are measured at the best estimate of the amount required to settle the obligation
at the reporting date. The best estimate is the amount the Company would raticnally pay to
settle the obligation at the end of the reporting period or to transfer it to a third party at that
time.

The Company reviews the provisions at each reporting date and adjust them to reflect the
cwrent best estimate of the amount that would be required to seltle the obligation at the
reporting date. Any adjustments to the amounts previously recognized shall be charged to
statement of revenue over expenses.

3.05.02 Contingent {iabilities and Confingant Assels

Contingent liabilities and contingent assets are not recognized because their existence will
be confimed only by the ocourrence or non-occumence of one af more uncertain future
events not wholly within the control of the Company.

Contingent liabilities are disclosed, unless the possibility of an outflow of resources
embadying economic benefits is remote.

Contingent assets are disclosed only when an inflow of economic benefits is probable.
3.06 Ravenue Recoghitlon

Revenue is recognized to the extent that it is prabable that the economic benefits associated
with the transactions will flow to the Company and the amount of revenue can be reliably
measured. Revenue is measured at the fair value of the consideration received or receivable.

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

3. 06.01 Interost Income

Interest income is recognized when it is probable that the economic benafits will flow to the
Cooperative and the amount of revenue can be measured reliably. Interest income is
recognized using the effective interest method.

3.06.02 Other Income
tncome from other sources is recognized when eamed during the period and the amount of
revenue can be measured reliably.

3.07 Cost and Expense Recognition

Cost and expenses are recognized in the statement of revenue over expenses when a

decrease in future econcmic benefit related to a decrease in an asset or an increase in a

hability has arisen that can be measured reliably. Cost and expanses are recognized in the

statement of revenue over expenses in following manner.

« on the basis of 2 direct association between costs incurred and the eaming of specific
itemns of income; or

» immediately when an expenditure produces no future economic benefits or when, and to
the extent that, future economic benefits de not qualify, or cease to qualify, for recognition
in the statement of assets, liabilities and fund bsisnce as an asset
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3.08 Employee Banaflis

3.06.01 Short-ferm Banefils

The Company recognizes a liability net of amounts already paid and an expense for seyvices
rendered by employees during the accounting period. Said benefits are measured at the
undiscounted amount expacted ko be paid in exchange for services rendered. Short-term
benefits given by the Company to its employees include salaries and wages, social security
contributions, short-term compensated absences, profit sharing and bonuses, non-monetary
benefits, and cther short-term benefits.

3.08.02 Post-amployment Benefits
The Company has no formal retirement plan for its qualified employees. The Company does

not have a poiicy onh retirement benefits but pays certain amount of money to employees
upon retirement fram sarvice,

J.08.03 Termination Benefits

Termination benefits are payable whan employment i terminated before the normal
retirement date, or whenevar an employee accepts voluntary redundancy in exchange for
these benefits. The Company recognizes termination benefits when it is demonstrably
committed to either, terminating the employment of current emplayees according to a
detailed formai plan without possibility of withdrawal; or providing temination benefits as a
result of an offer made to encourage voluntary redundancy. Benefits falling due more than
12 months after the end of the reporting pericd are discounted to presant value.

3.09 Leases

3.09.01 Company as L essoe

Operating lease payments are recegnized as an expense on 2 siraight-line basis over the
leasa term, except when another systematic basis is more representative of the time pattern
in which economic benefits from the leased asset are consumed. Contingent rentals arising
under operating leases are recognized as an expense in the pericd in which they are incurred.

In the event that lease incentives are 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 systemstic basis is more
representative of the time pattern in which aconomic benefits from the leased asset are
consumed.

3.10 Related Partles and Related Party Transactions

3100 Relafed Parkios

Parties are considered related if one party has confrol, jeint control, or significant influence
over the other party in making financial and operating decisions. The key management
personnel of the Company and close members of the family of any individuals owning directly
or indirectly a significant voting power of the Company that gives them significant influence
in the financial and operating policy decisions are also considered to be related parties. An
entity is related to the Compsny when it directly or indirectly, through one or maore
intermediaries, controls, or is controlled by, or is under commaon confrot with the Company.

Rifl A Party Transaction

A related party transaction is a transfer of resources, sefvices or obligations between relsted
parties, regardiess of whether & price is charged.
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3.11 Incoma Tax

J.11.01 income Subjact to Praforaniial Tax
Under REepublic Act No. 10693, also known as Microfinance NGOs Act, the preferential tax

rate covers enly NGOs that operate as microfinance for the poor and kow-income individuals.
Also, the preferential tax based on gross receipts should only refer ta lending activities and
insurance commissikons integral to the gualified lending activities of the Company.

3.11.02 income Subject o Reqitar or Minimum Corporate incorme Tax
All other income not generated from lending activities and insurance commissions are

subjact to all applicable taxes.

Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax
not recognized in other comprehensive income or directly in equity, if any.

Current tax assets or llabilities comprise those claims from, or obligations to, fiscal authorities
relating to the current ar pricr reporting periog, that are uncellected or unpaid at the end of
the reporting period. They are calculated using the tax rates and tax laws applicable to the
fiscal periogs to which they relate, based on the taxabie profit for the year. All changes to
current tax assets or liabilities are recognized as a component of tax expense in profit or loss,

3.12 Events After the End of the Reporting Period

The Company identifies subsequant events as events that ocoumed after the reporting date
but before the date when the financial staterments were authorized fr issue. Any subsequent
avants that provide additional information about the Company's position at the reporting date
{adjusting events) are reflected in the financial statements whike subsequent events that do
not reguire adjustments {non-adjusting events) are disclosed in the notes to financial
statements when material.

4, CRITICAL ACCOUNTING JUDGMENTS AND KEY SQURCES OF ESTIMATION
UNCERTAINTY

4.01 Critical Judgments in Applying Accounting Policies

The following are the critical judgments, apart from those involving estimations that
Management has made in the process of applying the entity's accounting policies and that
have the most significant effect on the amounts recognized in financial statements.

4.01.071 Disfinclion belwaen Provisions and Contingancies

Judgment is exercised by Management to distinguish between provisions and conlingencies.
The policy on the recognition and disclosure of provisions is discussed in Note 3. As of
December 31, 2020 and 2019, the Company has determined that no contingencies will
materially affect the Company's financial statements, hence no provision is recognized.

4 01.02 Funchonal Comency
The Company has determined that its functional currency is the Philippine Peso. The

Philippine Peso is the currency of the primary economic environment in which the Company
operates.

4.01.03 Classification of Cost and Ex o3

The Company determines the classification of costs and expenses as either service costs or
administrative expenses. Classification of costs and expenses to cost of services are
determined an the basis of direct association with the servicing activities of the Campany. Al|
ather costs and expenses are classified as operating expensas.
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4.01.04 Classificafion of | eases
in making an evaluation, judgment is used in determining lease classification into operating

leases or finance ieases. The titla doas not pass at the end of the lease term. The rent paid
to the lessor for the space is increased to market rent at regular intervals, As substantially all
the nsks and rewards of the office space are with the fessor based on these qualitative
factors, it was judged that the entire lease is an operating lease.

4.9 .05 Classification gf Financial Instruments

The Company classifies a financial instrument, or its components parts, on initial recognition,
g5 a financial asset, financial liagility or an equity insirument in accordance with the
substance of the contractual arrangement and the dsfinitions of a financial asset, a financial
lizhility or an equity instrument. The substance of 2 financial instrument, rather than its legs)
form, governs its classification in the statements of financial condition,

4.01.86 Recognition of Deferred Tax

Management's judgment is required in determining the provision for income taxes, deferred
tax assats and labilities, and the extent to which deferred income tax assets can be
recognized. A deferred tax asset is recognized i it is probable that sufficient taxable income
wiil ba available in the future against which the temporary differences and unused tax losses
can be utilized. Management aisc considers future taxable income and tax planning
strategies in assessing whether deferred tax assets should be recognized in order to reflect
changed circumstances as wail as tax regulations. As a result, dus to their inherent nature,
it is likely that deferred tax calculation relates to complex fact patterns for which assessments
of likelihood are judgmental and not susceptible to precise determination.

Defarred tax assel recognized amounted to 20,131 and ®13,517 as of December 31, 2020
and 2018, respedtively, as disclosed in Note 19

4.02 Key Sources of Estimatlon Uncertainty

The fllowing are the key assumptions concerning the future, and other ey sources of
estimation uncertainty at the end of the reparting pericd that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial
year.

4.02.01 Estimating Alfowance for Probable Losses

The Company assesses whether objective evidence of impairment exists for lnans receivable
that are individually significant, and collectively for loans receivable that are not individually
significant. Allowance for probable losses is maintained at a ievel considered adequate to
provide for potentially uncoflectible receivable. The leve! of allowance is based on the aging
of loans receivable, past collection experience and other factors that may affect its
collectability. The allowance is astablished through charges to income in the form of provision
for probable losses. In addition, the Company uses the estimation of alkewance for probable
losses mandated by the Microfinance NG Regulatory Council.

4.02.02 Useful Lives of Property and Equipment

The useful lives of gach item of the Company's property and equipment acquired are
estimated based on the period over which the asset is expected 1o be available for use. Such
estimation is based on a collective assessment of simitar business, intemal technical
evalyation and experience with similar asset. The estimated useful life of each asset is
reviewed periodically snd updated if expectations differ from previous estimates due to
Physical wear and tear, technical or commercial obsolescence and legal or other limits on
the use of the assets.

As of December 31, 2020 and 2019, tha net carrying value of the Company's property and
equipment amounted to 21,791 564 and ®24,721,867, respectively, as disclozed in Note 8.
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5. CASH AND CASH EQUIVALENT
Cash and cash aquivalent consist of:

2020 2019

Cash in bank o 16,277,699 ®  5380,013
C:ash on hand 1,967,382 BBB.725
Petty cash fund 134,500 134,275
Short-term investment - 2,577,384
Dthers B47.6BB 286934
Total | o 19,227 269 # 5,065,331

Cash in banks eam Intaresi at the rate of 0.50% ta 2% per annum in 2020 and 2018.

In 2019, the Company placed short-term invesiment with a term of sixty-two (62) days and

eams interest at the rate of 3.14% per annum,

Interest income aamed from bank deposits and invesiments amounted to 34,661 and
#33,818 for the years ended December 31, 2020 and 2019, respectively, as disclosed n

Mote 14,

Others pertain to G-Cash load wallet of the Company.

There were no restrictions in the Company’s cash and cash equivalents as of December

31, 2020 and 2019,

B. LOANS RECEIVABLE
The Company's loans receivable consists of:

2020 2019

Current P 13,877,060 P 156,833,753

Past due 19,743,178 3,462,729
Gross Loans Receivable 151,620,238 160,096 488
Unearned interest income {3.986) {2,324,795)
Allowance for probable losses {6,212,947) {4,693,162)

* 145403310 #* 153072531
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Breakdown of gross loan receivable as to loan product and pedormance is as follows:

2020

Loan Product Current Past Due Total

KABUHAYAN 110,290,543 165434 689 125,725,232
AGAP 6,584 450 3139082 8 .724,442
KAAGAPAY 9,260 808 700,775 9. 4a70,683
Motor vehicle scheme 1,842 860 - 1,842 580
Multipurpose incentives 1,048 298 323323 2271621
Empioyee Loan 1,192,407 - 1,192,407
SOLAR 817,459 105,385 722 824
WASH 78,827 36,828 115,655
558 52,498 2216 54 714
Total 131,877,060 19,743,178 151,620,238

2019

Loan Product Current Fast Oue Total

KABUHAYAN 133,528,037 1,578,875 135106912
AGAP 6,190,155 1,751 128 7,941 283
KAAGAPAY 5,876,289 15279 £.891,568
Emplkayes Loan 3,352,499 558 420 3,411 819
Multipurpose incentives 3,860,228 34023 3,894 251
Motor vehicle schame 2,181,350 - 2,189,350
SOLAR 1,426 651 - 1,426,651
5585 164,061 - 164,061
WASH h4 439 — 54 489
Palay - 24 004 24,004
Total 156,633,759 3,462 729 160,096,488

Loans Recaivables consist of KABUHAYAN Loan Program which means “Kaunlaran sa
Buhay Hange sa Yaman ng Negosyo" and KAAGAPAY Loan Program which mesns
"Katuwang at Gabay sa Pag-unlad at Pagyabong ng Negosyo™ that are group and individual
ioan, respectively. The purpose of the loan is for starting or additional capital of the clients.
KABUHAYAN earns interest of 2.8% per month while KAAGAPAY eams 3% per manth both
for a maximum of six () months to pay. The Palay Loans Receivables is granted to farmers
gaming an imerest rate of 3% per month and payable after three {3) months or during harvest.

(nterest income eamed from loans receivable amounted to 72 296,212 and 76,331 285
for the years ended December 31, 2020 and 2019, respectively, as disclosad in Note 14,

In 2016, the Company introduces a new loan profile called Alalay sa Ganap na Pagunlad
{AGAP) which can be availed by the client with businesses ranging from medium sized sari-
safi stores, mini grocery stores, food vending {mini-¢ateries, distribution of feodstuffs thru
vendors/retailers), market stalls, persanal services shop, repair shops and similar business
and trade, transport service cperators, and the likes. 1n 2020, the Company, redesigned the
business loan product to help realize goal of the Company in hecaming the choice in Region
5. This type of loan has the following term and condition:

1. Loan payable in 3 to & manths

2. Loan payments weekly and pi-monthly

3. Loan bearing 4.18% interest, deducted upfront

4 Inclusive of free Life Insurance and Loan Protection benefits
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The Company also established ancther foan program to the dependents of their member
clients to support their educational neads. The following are the terms and charges of the
gaid loan program:

MIL Loan Type Amount Term Charges
Educational Minimum of 3000 310 -3.15% nominal or
up to ®20,000 months  -5.73% diminishing interest
{amount subject to per morith
available ADC -Unlad-Kalinga
balance) -20% fixed savings as

compensating balance

Movement of aliowance for probable losses on loans receivable is disclosed below:

2020 2019

Balance, beginning 4688162 P 4260645
Additional provision 2,869,797 1,606,241
Reversal __ (1,345,017} {1,167, 724)
212842 P 4559162

T. ACCDUNTS RECEIVABLE AND OTHER RECEIVABLES
The account consists of

2020 20158
Oue from suppliers [ 188,237 » 751,344
Due from amployees 628,171 487 553
Advances to officers and staff - 2,075
r 816,408 ™ 1,240 972

Due from employees pertains to loans availed by the employees of the Company which are
non-intergst bearing and deducted en their semi-rmonthly salary.

Due from suppliers includes an advance payment by the Company for the use of a Retailer

Teller Machine (RTM).

Advances to officers and staff consist of a budget for opening of branch such as
transportation and gther expense to be deducted during their semi-monthly salary.

8. OTHER CURRENT ASSETS

The account consists of N

2020 2019

Prepaid insurance - St. Pater Life Plan * 4419320 ® 5375740

Supplies on hand 3,297,710 1,308,554

Frepaid rent £38,B33 594, 200

Catering and Kitchen Supplies 250,594 250,594

WASH inventory 38,573 51,428

Qthers 74,591 121,511

| gra528 ™ 7,702 427
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Prepan insurance refers to plans bought by the Company fram St. Peter Life Plan for its
clients, as an option instead of cash, that the beneficiaries will receive in case of client's
sudden death.

Supplies on hand consists of office supplies and certified seeds, fertilizer and pesticides used
in Palay loans.
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8. PROPERTY AND EQUIPMENT - nat

The carrying amounts of the Company's propenty and equipment arg as follows:

Transportation Fumiture, Fixtures &
2020 Land Building aguipment Other equipment Tetal
Comt
Balance, January 1 3,000,000 10,600,000 ™ 503201 @ 24749388 ®» 44 343 854
Additions - - - 183,510 193,510
Adjusimenl - - (140,421} - {140,421}
Balancse, Decamber 31 3,000,000 10,000,000 6,453,872 24 542 898 44 396,770
Accumulated depreclation
Balance, January 1 - 000,000 3482575 15,149 138 15,621,714
Dapreciation - 495 D00 2,289 540 a8 511 3,783,051
Ajustrment - — {1,988.018) 1,188 453 (789 555)
Balance, Decembear 31 - 1,485,000 3784 057 17,338,109 22,608,206
Carnrylng amount 3,000,000 855000 w 2 668,775 * 7606788 P+ 21,751,564

Transportation  Fumiture, Fidtures & Other

amg Land Building equipment aquipmeant Total
Cost
Balance, January 1 3,000,000 10000000 * 5080714 » 26387867 ® 44 448 581
Additions - - 1,780, BE0 1,765,848 3,546, THa
Adjugtment - — {267 3713 (3384 337) (3,851 658)
Balance, December 31 3,000,000 10,000,000 5.554, 200 24 749,388 44,343,681
Accumulated depreciation
Balarnoa, January 1 - 500,000 3,856 212 12,160,554 16,316 888
Depraciation - 485 000 773,588 3,270,573 4 538 181
Adjustment — {5,000) (947,225) {232,088) (124213
Balance, December 31 - 950,000 3482 575 15,149 139 19621714
_Um_._.____m:m amount -3, 000,000 p010000 = AiM171e » 9600248 ™ 24 721,967
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10.

Breakdown of the depreciation expense is disclosed as follows:

Note 2020 2019
Frogram and project expenses 15 # 1481636 & 2,137 181
Administrative expenses 15 2,301,415 2,401,980

# 3783061 P 4538161

The Company assesses at each financial reporiing date whether there is an indication that
an item of property and aguipment may be impaired and believes that there i5 no such
indication as of December 31, 2020 and 2018,

All additions were paid in cash. No items of property and equipment were used as collateral
for liabilities as of Oecember 31, 2020 and 2018,

Under existing MNRC regulations, total investment in real estate and stocks in a reat estate
corperation and other real estate projects shall not exceed 25% of the Microfinance NGO's
net worth, As of December 31, 2020 and 2019, the Company has satisfactorily complied with
this provision,

MICROSAVINGS
The account consists of

2020 2015
Filit Impok # 81,100,858 » 60,845 459
Impok Para sa Kinabukasan 3,537,218 4,277,833

* 54838078 85,123,322

The "Rilit Impok" pertains to the savings of the members, as capital build-up, which is
equivatent to 5 per weekly amortization of the loan amount that are deducted upon release
thereof. This can be used for any project development of the centers. Members can withodraw
the savings upon termination of their membership. The "Pilit Impok Funds' eams interest of
2% per quarter based on the outstanding balance.

This "lmpok Para sa Kinabukasan® is the savings made by the empkwyaes of the Company
is a veluntary savings eaming an interest of 8% par annum. This can be withdrawn upon full
payment of their cutstanding loans.,

Per R.A. No. 10683 or the Implernenting Rules and Regulations of the Microfinance NGOs
Act states that the total capital build-up should not exceed the total Inan portfolic. The
Company is compiiant.

Interest expense incurred from microsavings amounted to 1,291,376 and ®1,238 348 for
the years ended Decernber 31, 2020 and 2018, respectively.
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11. ACCOUNTS PAYABLE AND OTHER PAYABLE
The account is composed of the following:

2020 2018

Accounts payable 22577122 @& 11,788,969
Pension Liability 3,988,583 a 504 517
Calamity fund 2,133,373 2,400,520
S85/PhiiHgalth/Insurance premium payable 802,29} 715190
Accrued medical expenses 348,291 641,638
Accrued interest 167,737 580 253
Consignment payable 132,190 -
Taxes payable 16,448 89,382
Accrued galaries - 1,625 245
Uneamed income - 104,000

P 25,964,035 ¢ 21,749,714

Accounts payable sre composed of non-refundable insurance that are deducted from loans
of the bomrowers.

Calamity fund is an allocated amount to support the members and borrowers' livelihood in
case of emergency or natural calamities occumed,

12. LOANS PAYABLE

Loans payable pertains to bormowings from Land Barik of the Philippines and Small Business
{Carporation as follows:

2020 2019
Smali Business Comporation F 238650200 * 31177846
Land Bank of the Philippines 4,323.418 14,452 738

* 42973618 ™ 45630585

Movement of the account is disclosed below,

2020 2019
Beginning balance P 45830585 ® 51761420
Availments made during tha year 18,914,374 43 452 739
Payments made during the year {22,108,591} {48 583.574)

42436368 ™ 45630585

As to maturiy:

2020 2019
Due within twelve months P 23,521,504 & 22108591
Cue after twelve months 18,914,374 23,521,994

P 424363688 P 45630 585

Such bomowings bear an interest ranges from 2% to 8.50% for the years ended December
M, 2020 and 2019
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Mo assels were pledged io secure the loans payabie as of December 31, 2020 and 2019.

Interast expenses incured from loans payable amounted to 2,755 167 and 3,012,179 for
the years ended December 31, 2020 and 2019, respactively.

1. FUND BALANCE

The Company uses the funds for the operational activities as indicated in the approved
agreement with the members. Fund balance are utilized only for projected activilies in
eonformity with the approved work plans, budgets, personnel and financial guidelines and
policies of the Company. The fund balance as of December 31, 2020 and 2019, amounted
to 58,517,270 and ™55 850,004, respectively.

Breakdown of fund balance is as follows:

2020 2018
Capital contribution 22344532 & 22,344 532
Accumulated savings 36,172,738 34 505 472

* 58517270 ® 56,850,004

12, REVENUE AND OTHER INCOME
Cther income is compesed of the following:
2020 2019
Intarest income * 68385633 ™ 762365113
Service charge 2,502,037 13,407,736
Rental and catering service 516,950 4,753,182
Miscellaneous income 926,253 1,086,837

* 72,330,873 ® 95612865

Miscellaneous income pertaing to reversal of allowance for probable losses, discounts,
cash gverage, and other income.

Interast income is breakdown as follows:

Notes 2020 2019
Interest income on loans & * 63350972 ™ 753312495
Interest income on bank deposits 5 34,661 33,818

P 65,385633 P 763650113
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15, COST AND EXPENSES

Tha account consists of

2020 2019
Programs and projects * 52643560 @ 61,758,212
Administrative expensas 16,583,769 23142 273

P 69,227,320 P 84,900,585

Pregrarms and projects represant the amount incuimed for the activities disclosed in Note 20.

The breakdown of the Company's programs and projects expenses from continuing activities

iz as follows:

Notes 2020 2018
Personnel cost P 20,474,293 P 309085292
Tranaportation expense 5,079,636 6,383,281
Rent 16 3,003,081 2,989 93z
Interest 3,943,543 3,221 248
Provision for probable fosses 2,859, 797 1,583,241
Depreciation 9 1,481,636 2137181
Litilitias 1,321,067 1,844,919
Supplies expenze 1,057,868 1,103,210
Fuel and lubricants 1,028 028 1,762,824
Programs and project 833,055 3.857 267
Taxes and licenses 26 637,765 1,458 247
Rapairs and maintenance 579,270 802,555
Representation 9,872 G984
Professional fee 270 -
Communication 50 0219
Miscellanecus 1,234,331 3,844 831

P 32,643,560 * 61758312
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The breakdown of the Company's administrative expenses from continuing activities is as
follows:

Notes 2020 2019
Personnel cost 3843007 P 13743843
Depraciation g 2,301,415 2,401,880
Repairs and maintenancea 1,108 802 579,647
Professional fee 809,240 1,423,214
Utilities 632,281 681,838
Supplies expense 554 680 341,352
Taxes and licenses 522 669 -
Fuel and lubricants 276,784 607 799
Transportation expense 217 147 434 990
Interest 103,000 1,029 178
Representation 6,204 1,049,420
Communication 3,632 25,887
Rent 16 - 210,000
Provision for probable losses - 13,000
Miscelianeaus 1,104,441 620,515

* 16,583,769 P 23142273

Miscellaneous perfains to food and beverages cost, small tocls and eguipment, advertising
and promotion, staff amenities and others,

Personnel cost consists of:

2020 20148
Salanes and wages ¢ 24454512 » 32 9355585
Other employee beneifits 10,486,120 8,583,419
Giovemnment contributions 3,203,872 2,794 502
Medical, dental, and hospitalization 173,086 329,419

r 38317600 # 44,652,835

LEASES

The Company has several lease agreements which are renewable under certain terms and
conditions.

Rent expense for the years ended December 31, 2020 and 2019 amounted to 3,003,081
and 3,198,932, respectively.

Breakdown of rent expense for the year is disclosed as follows:

Note 2020 2019
Program and project expenses 15 * 3000081 m 2,589.4832
Adminisirative expenses I - 210,000

* 3003081 P& 3,196,932
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18.

At the reporting date, the future minimum lease payment under non-canceliable operating
leases is as follows:

o 2020 2015
Mot later than one year ¢ 2,301,014 ® 1569242
Later than cne year but not latar than five years 601,675 601 675

P 2902888 P 2170917

RETIREMENT BENEFIT

The Company has not yet adopted a formal retirement plan for the benefit of its qualified
employees. Under Republic Act Mo. 7841, (known as the Refirement Pay Law}, in the
absence of the retirement plan or agreement, providing the retirement bensfits or employees
in the private sactor, an employea 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 one-half {1/2) month for every year
of service, a fraction of at least six {6) months being considered as ona whole year.

In anticipation to have a formal retirerment plan, the Company recognized retirement benefit
obligation amounted to ™3, 888 583 and 3,504,517 as of December 31, 2020 and 2019,
respectively, as disclosed in Note 11.

Movement of retirement bensfit cbligation is as follows:

2020 2014
Balance, January 1, | 3,504,517 * 2,000,000
Retirement expense 534,066 1,504,517
Payments {50,000) -
Balance, Deceamber 31 Lt 3988583 P 3,504,517

RELATED PARTY TRANSACTION

Parties are considered to be related i one party has the ability, directly or indirectly, to control
the cther party or exaercise significant influence over the other party in making financial and
opaerating decisions. Entities are considered to be related if they are subjected under commaon
control or common significant influence. The Company's related parties include:

* Key management personnel, close family members of key management personnel
and entities which are controlled, significantly influenced by or for which significant
voting power is held by key management personnel or their close family members,
Post-employment benefit plans for the benefit of the Company's empioyees, and
Other related parlies within the Company.

Significant transactions with related parfies are non-interest advances and reimbursement of
expenses of directors, officars and emplyees.

12.04 Advances to officers

Amounts due from officers and employee includes unsecured non-interest-bearing loans
pertaining to motorcycle |ean and salary loans, and other ursecured non-interest bearing
icans and advances granted to the Company's officers and employees. The account has the
balance as of December 31, 2020 and 2018 amounting to ™3,935,066 and 2,183,425,
respactively.

30




JHMH MEKCROFINANCE, INC.

{A Microffnance Non-Governmeni Organization)
NOTES TO FINANGCIAL STATEMENTS

DECEMBER 31, 2020 AND 2019
In Fhilippine Paso

18.02 Advances from trustees

Tha advances from trustees were obtained to support the werking capital requirements of
the Company. These advances are non-interest bearing and payable in cash and on demand.
As of December 31, 2020 and 2013, the account has the balance of nil and 5,000,000,

respectively.

Movament of the account is as follows:

2020 2018

Beginning baiance * 6000000 P& &,000 000
Payments made during the yaar - -
Reclassification (8,000,000) -
" - - 6,000,000

18.03 Compensation of Xey Management Personnet

Compensation of key management personnel of the Company pertains to consultancy fees,
sslaries and cther short-term benefits. As of December 31, 2020 and 2019, the Company
paid to its key management persgnnel amounting to M™3338,012 and ™3,232,212,
respectively.

INCOME TAXES

Under R.A. 10593, otherwise known as, The "Microfinance NGOs Act’, under Section 20
stales that a duly registered and accredited Microfinance NGO shall pay two percant (2%)
tax based on its gross receipts from microfinance operations in lieu of all national taxes:
Frovided that, preferential tax treatment shall be accorded only to NGOs whose primary
purpese is microfinance and only on their micrafinance operations catering to the poor and
low-income individuals in alignment with the main goal of this Act to afleviate poverty. The
hon-microfinance activities of Microfinance NGOs shall be subject to all applicable reqular
taxes.

19.1 Income Tax Recognized in Proflt or Lass

2020 2018
Income tax expense — cument (Preferential tax at 2% P 1436278 ™ 1803468
Income tax expenss — current (MCIT at 2%) 6,614 57.963
ncome tax expense — curent (RCIT at 30%) - -
income tax benefit — deferred {6,614) {13,517}

P 1436278 P  1847.014
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A numerical reconciliation between tax expense and the excess of revenue over expense
multiplied by the tax rate for the year ended December 31, 2020 and 2019 is as follows:

2020 2013

Excess of revenue over expenses before income tax,. # 3103544 ™ 107127283

Tax expense at 30% 931,063 3,213,685
Tax effect of:
income subject to special rate {21,544.,176) {27,246 851)
Non-deductibie expense charged to special rate 20,376,985 24 087 7hH8
Unrecognized DTA on NOLCO 230,122 —
Non-deductible expense 6,006 -
Interest income subject o final tax - {10,148)
Total - 44,446
Preferential tax 1,436,278 1,803 468
| 1,436,278 * 1,847,814
18.02 Deferred Tax Asset
Details of the Company's deferred tax assels are disclosed below:
Excesg of Allowance
MCIT over for probable
RCIT lossos Total
Balance, December 31, 2018 r - " - P -
Profit or loss
Originaticn 13,217 300 13,517
Reversal - - -
Balance, December 31, 2019 | 13217 » o r 13,517
Profit or loss
Origination & 614 - G614
_Reversal - - —
Balance, Dacembaer 31, 2020 ot 19811 oo o 20,111

Prior to 2019, the Company did not recognize deferred tax assets since managament believes
that future taxable income will not be availabla to allow such deferred tax assets to be utilized.

The Company has unrecognized deferred tax assets as follows:

2020 2018
Allowance for probable losses . 1,863,852 & 1,405,445
Retirament benefit obligation 1,196 575 1,051,335
Uneamed income - 3,200

Ll 3,060,458 ™ 2,421,984
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19.03 Minimum Corporate Incoma Tax {MCIT)

Section 27(E} of the National Internal Revenue Code of 1297 provides that an MCIT of two
percent (2%) of the gross income as of the end of the taxable year is imposed on a taxable
carporation beginning on the fourth taxable year immediately following the year in which such
corporation commenced its businass oparation, when the MCIT is greater than RCIT for the
taxable year. The Company was incorporated in Movember 1998, thus, the Company is

subject to MCIT.
Details of the Company’s MCIT are as follows:
Yoar Original Remalning
Incurred Amount Applied Expirad Balance Expiration
2020 R 6,614 B - B - R 8,514 2023

19.04 Republic Act No. 11534, otherwlse known as the “Corporata Racovery and Tax
Incentives for Enterprises (CREATE)” Act

On February 03, 2021, the final provisions of Senate Bill No. 1357 and House Rill
No. 4157 or the Corporate Recovery and Tax Incentives for Enterprises (CREATE) Bill, which
seaks to reform corporate income taxes and incentives in the country, had been ratified by the
Senate and the House of Representatives of the Philippines.

Under the proposed law, effective July 1, 2020, the corporate income tax will be reduced
from the current 30% to 20% for domestic corporations with total assets not exceeding P100
million, excluding land, and total net taxsble income of not more than PS5 million. The
corporate income tax of all other corperations {domestic and residant foreign), meanwhile,
will be lawered to 25%. The bill would also lower the minimum corporate income tax (MGIT)
from 2% to 1% effective July 2020 until June 30, 2023.

Other key provisions of the CREATE bill include;

= Effective January 1, 2021, income tax rate for nonresident fareign corporation is reduced
from 30% to 25%.

+ Preferential income tax rate for proprietary educational institutions and hospitals which
are nonprofit is reduced from 10% to 1% effective July 1, 2020 to June 30, 2023

+ Effective January 1, 2022, regional operating headquarters {ROHQ) currently enjoying
10% preferential income tax rate shall be subject to RCIT,

Imposition of improperly accumulated @amnings tax {LAET) is repealed.
Foreign-scurced dividends received by domestic carporations are exempt from income
tax subject to the following conditions:

- The funds from such dividends actually received or remitted into the Philippines are
reinvested in the business cperations of the domestic corporation in the Phifippines within
the next taxable year from the time the foreign-sourced dividends were receivad;

- Shall be fimited o funding the working capital requirements, capital expenditures,
dividend payments, investment in gomestic subsidiaries, and infrastructure project, and

- The domestic corporation holds directly at laast 20% of the outstanding shares of the
forgign corporation and has held the shareholdings for a minimum of 2 years at the time
of the dividend distribution.

« Qualified export anterprises shall be entitled tc 4 to 7 years income tax holiday {ITH) to
be followed by 10 years 5% special corporate income tax (SCIT) ar enhanced deductions
(ED}.

» Qualified domestic market enterprises shall be entitled to 4 to 7 years ITH to be followed
by 5 years ED.

+ Forinvestments prior to effectivity of CREATE:

- Registered business enterprises (RBEs) granted only an ITH — can continue with the
avaiiment of the ITH for the remaining pefiod of the ITH.
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- RBEs granted an ITH foliowed 5% GIT or are cuimently enjoying 5% GIT ~ allowed to
avail of the 5% GI7T for 10 years.

The said bill was signed into law on March 26, 2021, except for certain provisions that were
vetoed, by the Prasident of the Philippines.

As clarified by the Philipping Financial Reporting Standards Council in its Philippine
Interpretations  Commitiee Q&8A No. 202007, the CREATE Act was not consiered
substantively enacted as of December 31, 2020 even though some of the provisions have
relroactive affect to July 1, 2020, The passage of the CREATE Act into law on Marsh 26, 2021
is considered as a non-adjusting subsequent event.  Accordingly, current and deferred taxes
as of and for the year endad December 31, 2020 continued to ba computed and measured
using the applicable income tax rates as of Dacember 31, 2020 (i.e., 30% RCIT f 2% MCIT} for
finangial reporting purposes.

Applying the provisions of the CREATE Act, the Company would have been subjected to lower
minimum corporate ingome tax rate of 1% effective July 1, 2020,

This will result in lower provision for cument income tax and income tax payable for the year
ended December 31, 2020 amounting to ™1 441 239 or a reduction of #1,653. The reduced
amounts which will be reflected in the Company's 2020 annual income tax retumn but will onky
ba racognizecd for financial reporting purposes in its 2021 financial statements.

The following is the expected impact of CREATE Act in the Company’s financial statements:

Old tax rate Mew tax rate Change
Total assets # 195,979,311 P 195,964,300 P (14,921}
DTA - MCIT 19,831 4,560 (14,871)
DTA — Allowance for losses oo 250 (50}
Tatal liability 137462040 P 137,460,388 P (1,654)
income tax payable 1,442 852 1,441,238 {1,654
Fund balance * 58517270 P 58,504,003 P (13,287}
Accumulated savings 36,172,738 36,159,471 {13,267
Excess of revenues overexpanses P 1,667,266 P 1,653.99% P 13,287
Income tax expense — current 1,442 892 1,441,235 {1,654)
Income tax benefit 6,614 {8 307) 14 921

19.05 Revenue Regulations {RR) No. 34-2020 — Related Farty Transaction (RPT) Form
and Transfer Pricing Docurnentation

The Bureau of Internal Revenue, in its Revenue Regulation No. 34-2020, requires taxpayers
to submit BIR Form No. 1708 (RPT Form} to allow the BIR to verify that taxpayers are reporting
their related parly transactions at amn's length prices, It is also intended to improve and
strengthen the Bureau's transfer priging risk assessment and audit functions. Mast importantly,
the information that will be gathered from the RPT Form and its attachments will be used by
the BIR during the transfer pricing risk assessment to determine whether or not to conduct a
thorough reviewfsudit of a particular entity or transaction.

Under the said RR, the following are required to file and submit the RPT Form, together with

the Annual income Tax Return {AITRY:

1. Large taxpayers

2. Taxpayers enjoying tax incentives, ie. Boeard of Investments {BOl)-registered and
economic zone enterprises, those enjoying Incorme Tax Holiday {ITH} or subject to
preferential income tax rate;
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3. Taxpayers reporting net operating losses for the current taxable year and the immediately
preceding two (2) consecutive taxable years; and

4. Areiated party, as defined under Section 3 of RR No. 13-2020, which has lransactions
with (1), {2} or {3) above. For this purpose, key management personnel (KMP), as defined
under Section 3{7) of RR No. 18-2020, shall no longer be required to file and submit the
RPT Form, nor shall there be any requirement to report any ransaction between KMP
and the reporting entity/parent company of the latter in the RPT Farm.

In additicn, the preparation and submission of Transfer Pricing Documentation (TPD) under
RR No. 02-2013, otherwise known as “Transfer Pricing Guilelines” and all other relevant
issuances, shall be mandatory for taxpayers enumerated above who mest the following
matsriality thresholds:

a. Annusl gross salesfrevenue for the subject taxable pericd exceeds 150 million and the
total amount of related parly transactions with foreign and domestic related parties
axceeds ™90 million; CR

b. Related party transactions meeting the following materality threshold:

If it invoives sale of tangible goods in the aggregate amount exceeding &0 million within

the taxable yaar;

il. If it involves service transaction, payment of interest, utilization of intangible goads or
cther ralated party transaction in the aggregate amount exceading ™15 million within the
taxable year

iil. )f TPD was required to be prepared during the immediately preceding taxable period for
exceading either (a) or (b) above.

As it does not belong o taxpayers who are required to file and subrnit the RPT Formn under
Section 2 of RR 34-2020, the Company is not covered by the requirements and procedures
for related party transactions under the said RR.

PROJECTS AND ACTIVITIES
20.01 Scholarship

The Company has sixty-four (84) scholars as of December 31, 2019, under its "Pag-adal Ko
Sagot Mo" project. Under this pregram, the scholars will be given full tuition fees for every
semester for a four-year course, other fees applicable to the course, actual uniform expenses
not exceeding P1,000 and not rmore frequent than twice during the Schalar's college years,
actual cost of books for every semester, actual cost of Physical Education (P €.} Uniform and
a monthly aliowance in the amount of P1,500.00/month.

20.02 Envirpnmental Protectlon/ Conservation Advocacies

A program under JMH "Kalikasan” Program, which aims fo participate in the environmental
prolection and conservation, though partnership with the communities, the Barangay LGU
and other agencies with the same advocacy. Activities on this program are the Tree Planting,
Mangrove Planting, Clean Up drive, Coastal Clean Up and taining on Proper Solid Waste
Managemant, to our member-chents.

20.03 School Supply Assiatance Program
An annual distribution of School Supply Package for deserving and gualified children of JMH
member-clients, enrofled sither in elementary or in secondary. Far school year 2018-2020.

JMH distributed 2 total of three hundred fifty-five (355) school supply package to its
beneficiaries across all branches in Sorsogon, Masbate, Albay and Camarines Sur.
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20.04 Dental Misslon

Last Cotober 5, 2018, JMH heid its 2nd Dental Mission in Bacon District, Sorsogon City. Sakd
activily were participate by both client-member and non-member resident of Bacon District
and avail its dental services like Dental extraction, dental consultation and free medicines.
This activity was made through partnership with both private and government agencies like
Sorsegon Provincial Health Office, PNE- Regional Health Service 5, Bicol Regional Training
and Teaching Hospital, Philippine National Red Cross-Sorsogon Chapter, JB Healthcare
Foundgation, St Peter Life Plan and private dentist wha gave thair free services for the cause.

20.05 Client Sklils/ Livelihood Training

As of December 2019, three hundred twenty-twa (322) microentreprenaurs client-member of
JMH, attended different Skills angd Livelihood Training facilitated and organized by JMH, in
partnership with Department of Trade and Industry (DT1) and Department of Agriculture.
Training conducted Skills Training in Kropeck Making, Coco Shell Home Decors making,
Novelty ltems Making using pili shell and scrap materiats, Bangkuan Slippers Making, Meat
Processing, Training on the Technolkgy in Zero Waste Squash Utilization, Candle and Nutri-
Snack making and many more. This program aims for the cient-members o acquire new
skills that can be a source of an additional or alternative incoma.

20.06 Enterprise and Business Management Training

One of JMHs goal is for its microentrepreneurs clients o scale their business, that is why,
through partnership with different Negosyo Center of DT, JMH organized and facilitated
trainings and seminars. This trainings and seminars were given 1o client-members, whose
business are ready for scating up and for them to acquire some competencies that will
improve their business. Trainings and seminars conducted were Entrepreneurial Mindset,
Business Management Seminar, Business Continuity Planning, Marketing Strategy, Gooxd
Manufacturing Practice, Packaging arkd Labelling, Oneon-one coaching, Financial
Management. E-marketing and many more.

20.07 555 Faclittatlon (Registration and Collaction)

Due to limitation on access to government benefits of the majority of its client-member, JMH
decide to partner with Social Security Systern starting with its application for accreditation as
Partner Agent for its Cotlection and Non-collection Facilitation. Today, all JMH Branches are
offering a registration and collection facilitation for those who are interested to be an 855
Member, whather they are a JMH member or non-member. As of December 31, 20419, JMH
assisted three hundred nineteen (313) individuals to be registerad with 858 and now are
actively remitting their monthly contribution.

20.08 Dinastoer! Calamity Relief Assistance

Being one of the calamity prone area in the Philippines, Bicot Region is experiencing different
disaster such as typhoon, floods, volcanic eruption, earthquake and other natural and man-
made disaster. For this rezson, JMH client-members are also prone to calamity that hits year-
round, and one of the most affected sectors were the farmers, fisherfolks and the
microentrepreneurs, which comprise the large percentage of JMH Clients. That is why, JMH
established its Disaster Risk Reduction Program by giving trainings on Disaster Management
Protocols to its clients-rmember, since 2017, JMH had been active in disaster relief assistance
lo its members affected by typhoon Usman, during late part of December 2018 and Typhaon
Tiscy in December 2019,
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20.08 Capaclty Building Training

A fraining given to improve clisnts' capacity in different aspects of life. In 2019, different
trainingfseminars were conducted such as seminar on Consumer Welfare Rights, facilitate
by Depariment of Trade and Industry; seminar on Over-indebtedness by Bangko Sentral ng
Pilipinas; and seminar on Marketing and Selling Capacity, facilitated by a local enltrepreneur,

2010 Youth Values Formation! Retreat

As part of Youth Development Program, a 2-day values formation/ refreat were conducted to
twanty-nine {29} academic scholars of JMH last April 2019. This activity aims to give the
youth, the JMH Scholars specifically, another perspective of their life, apart from being just a
student, which is the spiritual aspect. It also become an avenue to de stress themselves from
the stressful student |ife and focus on their relationship with God. This two-day activity was
facilitated by two (2) of JMH Seminarian Scholars.

20.11 Rice Pa-raffle Promo

A monthly raffle promo of one sack of rice per JMH Branch, for centers who qualified for the
set criteria. In 2018, a total of sevenly {70} centers were benefited one {1) sack of rice as
thair prize.

20.12 Baslc Financial LHeracy

Impraving the clients’ financial capability requires of educating and empowering them o
address the types of financial decisions, opportunities and challenges that arise throughout
their inancial cycle. Without financial literacy training wilt lead te bad money habits.

PROVISION AND CONTIGENCIES

The Company is not aware of any pending or threatened litigation, claims or assessments or
unassarted claims of asseasments that are required by Section 21 of the PFRS for SMEs,
Provisions and Contingencies, to be accrued or disclosed in the financial statements.

The Campany has no outstanding provisions, commitments and contingent liabilities as of
Decemnber 31, 2020 and 2019,

EVENTS AFTER THE END OF THE REPORTING PERIOD

On March 26, 2021, the Corporate Racovery and Tax Incentives for Enterprises {CREATE)
Bill was signed into law by President Rodrigo Duterte. The said law will take effect 15 days
after its completa publication in the Official Gazette or in a newspaper of general circulation,

The CREATE Act was not considered substantively enacted as of December 31, 2020 even
though some of the provisions have retroactive effect to July 1, 2020. As clarified by the
Philippine Financial Reporting Stangards Councit in its Philippine Interpretations Committee
Q&A No. 2020-07, the passage of the CREATE Act into law on March 26, 2011 is considered
as a non-adjusting subseguent event. Accordingly, cument and deferred taxes as of and for
the year ended December 31, 2020 continued to be computed and measured using the
applicable income tax rates as of December 31, 2020 {i.e.. 30% RCIT / 2% MCIT) for financial
reporting purposes. See Note 19 for full discussion of the faw and its impact to the finarcial
staterments.
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23.

Except for the above, no events after the end of the reperting date were identified in these
financial statements that provide evidence of conditions that existed at the reporting date
{adjusting events after reporting date), and that are indicative of conditions that arose after the
reporting date {non-adjusting events after the reporting date).

APPROVAL OF FINANCIAL STATEMENTS

These fnancial statements were approved and authorized for issue by the Board of Trustees
on Aprit 12, 2021,

SUPPLEMENTARY INFORMATION UNDER REVENUE REGULATIONS No. 15-2010

Revenue Regulztions {RR) No. 21-2002 prescribing additional procedural angfor
documentary requirements in connection with the preparation and submission of financial
statements accompanying income tax returns was amended under RR No. 15-2010. The
amendment that became effective on December 28, 2010 requires the inclusicn in the notes
to financial statements, information on taxes, duties and license fees paid or accrued during
the year in addition to what is required under the Philippine Financia! Reporting Standards
for SMEs and such other standards andfor canventions.

Below are the additional information required by RR No. 15-2010. This information is
presented for purposes of filing with the Bureayu of Intemal Revenue (BIR) and is not a
required part of the basic financial statements.

24.01 Parcentage taxes

Percentage taxes paid and accrued for the year consist of

2020 . . _Paid Accrued Total
Percentage taxes [ of 15,509 & - B 15,508

2019 ~Paid_ Accrued Total
Percentage taxes - 108276 ™ 34410 ™ 142 GBS

24.02 Withholding taxes

Withholding taxes paid and accrued andfor withheld for the year consist of:

2020 Paid Accrued ____Total

Withholding taxes — compensation o 54831 ™ 1995 56 1468

Expandad withholding tax 131,743 11,746 143,489

[ of 186,574 P 13661 # 200,235

28 Paid Accrued Total

Withholding taxes — compensation Lod 58682 ® 40224 ™ 58,906
Expanded withholding tax 151,151 14, 748 165,889

| o 209833 ® 54,5972 P 264,805
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24.03 Other Taxes and Licenses

An analysis on the Company's other taxes and licenses and permit fees paid or accrued for
the year is presented under taxes ard licenses as part of administrative expense is as follows:

2020 2019

Mational tax:
Documentary stamp tax o 333984 # 302 506
Capital gains tax 227 180 -
Registration fee 16,500 16,500
Percentage tax 15,508 142 686

Local tax:
Business pearrmit 471,635 6585 650
Qthers 45,846 340 905
ol 1,160,634 P 1,488 247
24.04 Tax Assossments

The Company has no gutstanding tax asssessments as of December 31, 2020 and 2015,

24.05 Tax Cases

The Company has no outstanding tax cases in any other count or bodies putside of the BIR
as of Decamber 31, 2020 and 20189.

25, SUPPLEMENTARY INFORMATION UNDER. REVENUE REGULATIONS No. 19.2011

RR Mo 18-2011 that prescribes the use of new income tax forms starting with calendar year
2011 became effective on December 9, 2011. Companies are now required to include, as
part of the notes to the financiai statements, the schedules and information on taxable income
and deducticns.

Below are the additional information required by RR No. 19-2011.  This information is
presented for purposes of filing with the BIR and is not a required part of the basic financial
statements.

25.01 Revenue

Revenue for the year ended December 31, 2020 consists of.
Income tax returna

Reguiar

Subject to

final

Financlal taxfuture
stataments Special tax taxabla Taxable
Interest income ™ §R3B5623 P 6B 385633 M - P -
Catering and rentai 516,950 — - 546 850
* 58,902,587 * 638385633 P - ® 516,950
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25,02 Direct cost

Direct cost for the vear ended December 31, 2020 consists of

. Income tax rehirng
Regular L
Financial Special Nan-
statements tax deductible Taxalg
Intgreat expense on
bomowed funds Ll 2530167 * 2RBDI1BT ™ - m —
Interest expenge on
deposits 1,291,376 1,291 376 - -
Other direct cost 205,000 205,000 - -
. 4,048543 P 4045543 P -r -
25.03 Other Income
QOther income for the year ended December 31, 2020 consists of:
Income tax returns
Regular o
Subject to
final
Financial Special taxffuture
statements tax taxalde Taxable
Service charge L 2502087 ™ 2502007 P -F -
Miscallaneous income 926, 252 828,253 - —
[ 3,428,290 * 3428290 & - r -
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25.04 Allowabla Deductions

ltemizad deductions for the year ended December 31, 2020 consist of;

income tax returns

Ragular
Charged

to income Non-

subject to deductibled

Financlal spaclal future
stalsments tax deductible Deducitible
Personnel cost *  WMATENN P 3G072202 @ - 245,398
Transportation expense 5,206,753 5,292,403 - 4 380
Depreciation and emartization 3,783,051 3,376,088 - 406 D55
Rant 3,003,081 3,003,081 - -
LHilities 1,853, 348 1,847 348 - 5,000
Repairs and maintenance 1688072 1,507 205 - 180 B&7T
Supplies expense 1612 548 1,807,388 - 5162
Fuel and lubricants 1,304 BOT7 1,300,575 - 4232
Pragrams and project expenses 923 055 $33.055 - -
Professional fes 909,510 90& 510 - -
Taxes and licenses 538 626 523087 - 15,539
Reprassntation 16077 16077 - -
Communication 3,882 3832 - 50
Miscalianaocus 2 D60 748 2,525 295 200,018 415,434
* 2320988 F 51016042 » 20019 1,284 027
Provision for probable Ingses 2858 787 2,850 747 - —
* 65180, 7ThE #* &1 876714 P+ 20,018 1,284,027
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