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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Rural Electrification Financing Corporation

Report on the Separate Financial Statements

We have audited the accompanying separate financial statements of Rural Electrification
Financing Corporation, which comprise the separate statements of financial position as at
December 31, 2015 and 2014, and the separate statements of comprehensive income, separate
statements of changes in equity and separate statements of cash flows for the years then ended,
and notes, comprising a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Separate Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these separate financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the separate financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the separate financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the separate financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and fair presentation of the separate financial
statements 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 entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the separate financial statements.

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

PRC-BOA Registration No. 0003, valid until December 31, 2016

SEC Accreditation No. 0004-FR-4, Group A, valid until November 10, 2017
IC Accreditation No. F-2014/014-R, valid until August 26, 2017

BSP Accredited, Category A, valid until December 17, 2017
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Opinion

In our opinion, the separate financial statements present fairly, in all material respects, the
unconsolidated financial position of Rural Electrification Financing Corporation as at
December 31, 2015 and 2014, and its unconsolidated financial performance and its
unconsolidated cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulation
No. 15-2010 of the Bureau of Internal Revenue

Our audits were conducted for the purpose of forming an opinion on the basic separate financial
statements taken as a whole. The supplementary information in Note 24 to the separate financial
statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the basic separate financial statements. Such supplementary information is the
responsibility of management. The supplementary information has been subjected to the auditing
procedures applied in our audits of the basic separate financial statements. In our opinion, the
supplementary information is fairly stated in all material respects in relation to the basic separate
financial statements taken as a whole.

March 31, 2016
Makati City, Metro Manila
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Rural Electrification Financing Corporation
Suite 401- 402, 4" Floor, OMM-Citra Building
39 San Miguel Avenue

Ortigas Center, Pasig City

Report on the Separate Financial Statements

We have audited the accompanying separate financial statements of Rural Electrification
Financing Corporation, which comprise the separate statements of financial position as at
December 31, 2015 and 2014, and the separate statements of comprehensive income, separate
statements of changes in equity and separate statements of cash flows for the years then ended,
and notes, comprising a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Separate Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these separate financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the separate financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the separate financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the separate financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and fair presentation of the separate financial
statements 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 entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the separate financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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International or any other member firm vis-a-vis third parties, nor does KPMG
International have any such authority to obligate or bind any member firm. All
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Opinion

In our opinion, the separate financial statements present fairly, in all material respects, the
unconsolidated financial position of Rural Electrification Financing Corporation as at
December 31, 2015 and 2014, and its unconsolidated financial performance and its
unconsolidated cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulation
No. 15-2010 of the Bureau of Internal Revenue

Our audits were conducted for the purpose of forming an opinion on the basic separate financial
statements taken as a whole. The supplementary information in Note 24 to the separate financial
statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the basic separate financial statements. Such supplementary information is the
responsibility of management. The supplementary information has been subjected to the auditing
procedures applied in our audits of the basic separate financial statements. In our opinion, the
supplementary information is fairly stated in all material respects in relation to the basic separate
financial statements taken as a whole.

R.G. MANABAT & CO.

DENNIS I. ILAN
Partner
CPA License No. 089564
SEC Accreditation No. 1182-AR-1, Group A, valid until April 30, 2018
Tax Ildentification No. 161-313-405
BIR Accreditation No. 08-001987-28-2014
Issued September 26, 2014; valid until September 25, 2017
PTR No. 5320748MD
Issued January 4, 2016 at Makati City

March 31, 2016
Makati City, Metro Manila
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY SEPARATE FINANCIAL STATEMENTS FOR FILING WITH THE
BUREAU OF INTERNAL REVENUE

The Board of Directors and Stockholders
Rural Electrification Financing Corporation
Suite 401- 402, 4" Floor, OMM-Citra Building
39 San Miguel Avenue

Ortigas Center, Pasig City

We have audited the accompanying separate financial statements of Rural Electrification
Financing Corporation (the “Parent Company”) as at and for the year ended December 31, 2015,
on which we have rendered our report dated March 31, 2016.

In compliance with Revenue Regulation V-20, we are stating that no partner of our Firm is
related by consanguinity or affinity to the president, manager or principal stockholder of the
Parent Company.

R.G. MANABAT & CO.

DENNIS I. ILAN
Partner
CPA License No. 089564
SEC Accreditation No. 1182-AR-1, Group A, valid until April 30, 2018
Tax Ildentification No. 161-313-405
BIR Accreditation No. 08-001987-28-2014
Issued September 26, 2014; valid until September 25, 2017
PTR No. 5320748MD
Issued January 4, 2016 at Makati City

March 31, 2016
Makati City, Metro Manila
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY SEPARATE FINANCIAL STATEMENTS FOR FILING WITH THE
SECURITIES AND EXCHANGE COMMISSION

The Board of Directors and Stockholders
Rural Electrification Financing Corporation
Suite 401- 402, 4" Floor, OMM-Citra Building
39 San Miguel Avenue

Ortigas Center, Pasig City

We have audited the accompanying separate financial statements of Rural Electrification
Financing Corporation (the “Parent Company”) as at and for the year ended December 31, 2015,
on which we have rendered our report dated March 31, 2016.

In compliance with Securities Regulation Code Rule 68, As Amended, we are stating that the said
Parent Company has eighty three (83) stockholders owning one hundred (100) or more shares
each.

R.G. MANABAT & CO.

DENNIS I. ILAN
Partner
CPA License No. 089564
SEC Accreditation No. 1182-AR-1, Group A, valid until April 30, 2018
Tax Ildentification No. 161-313-405
BIR Accreditation No. 08-001987-28-2014
Issued September 26, 2014; valid until September 25, 2017
PTR No. 5320748MD
Issued January 4, 2016 at Makati City

March 31, 2016
Makati City, Metro Manila

R.G. Manabat & Co., a Philippine partnership and a member firm of the KPMG PRC-BOA Registration No. 0003, valid until December 31, 2016

network of independent firms affiliated with KPMG International Cooperative SEC Accreditation No. 0004-FR-4, Group A, valid until November 10, 2017
("KPMG International”), a Swiss entity. KPMG International provides no client IC Accreditation No. F-2014/014-R, valid until August 26, 2017

services. No member firm has any authority to obligate or bind KPMG BSP Accredited, Category A, valid until December 17, 2017

International or any other member firm vis-a-vis third parties, nor does KPMG
International have any such authority to obligate or bind any member firm. All
rights reserved.



RURAL ELECTRIFICATION FINANCING CORPORATION

SEPARATE STATEMENTS OF FINANCIAL POSITION

December 31

Note 2015 2014

ASSETS
Cash 8 P24,858,744 P14,788,634
Loans to members 9,21 458,630,218 430,443,691
Due from subsidiary 21 13,596,195 59,202
Investment in subsidiary 10 6,000,000 6,000,000
Property and equipment - net 11 16,158,895 11,839,178
Other assets 12 7,519,996 5,321,355

P526,764,048 P468,452,060
LIABILITIES AND EQUITY
Liabilities
Accounts payable and accrued expenses 13 P3,100,246 P1,632,693
Income tax payable 129,559 99,989
Loans payable 14 43,761,554 77,709,164
Deposit for future capital stock subscription 22 - 2,220,000
Deferred tax liabilities - net 20 339,455 151,563
Total Liabilities 47,330,814 81,813,409
Equity
Capital stock 22 466,433,000 374,906,000
Additional paid-in capital 706,262 259,671
Employee benefit reserves 19 226,686 415,621
Retained earnings 22 12,067,286 11,057,359
Total Equity 479,433,234 386,638,651

P526,764,048 P468,452,060

See Notes to the Separate Financial Statements.



RURAL ELECTRIFICATION FINANCING CORPORATION

SEPARATE STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

Note 2015 2014
FINANCING INCOME 15,21 P35,988,134 P35,468,149
FINANCING COST 14, 16, 21 (3,637,700) (5,734,114)
NET FINANCING INCOME 32,350,434 29,734,035
GENERAL AND ADMINISTRATIVE
EXPENSES 17 (19,207,553) (18,338,938)
OTHER INCOME 18 3,235,434 4,186,179
INCOME BEFORE INCOME TAX 16,378,315 15,581,276
INCOME TAX EXPENSE 20 (4,313,391) (4,524,036)
NET INCOME 12,064,924 11,057,240
OTHER COMPREHENSIVE LOSS
Items that will not be reclassified subsequently
to profit or loss
Remeasurement of defined benefit liability (269,907) (154,664)
Tax effect 80,972 46,399
19, 20 (188,935) (108,265)
TOTAL COMPREHENSIVE INCOME P11,875,989 P10,948,975

See Notes to the Separate Financial Statements.



RURAL ELECTRIFICATION FINANCING CORPORATION

SEPARATE STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

Capital Employee Retained
Stock Additional  Benefit Reserves Earnings
(see Notes 22)  Paid-in Capital (see Notes 19) (see Notes 22) Total
Balance at January 1, 2014 P351,627,000 P25,792 P523,886 P10,071,964 P362,248,642
Total comprehensive income (loss)
Net income - - - 11,057,240 11,057,240
Other comprehensive loss - - (108,265) - (108,265)
- - (108,265) 11,057,240 10,948,975
Transactions with owners of the Parent Company
Issuance of capital stock 18,242,000 233,879 - - 18,475,879
Stock dividends declared and settled 5,037,000 - - (5,037,000) -
Cash dividends declared - - - (5,034,845) (5,034,845)
23,279,000 233,879 - (10,071,845) 13,441,034
Balance at December 31, 2014 P374,906,000 P259,671 P415,621 P11,057,359 P386,638,651
Balance at January 1, 2015 P374,906,000 P259,671 P415,621 P11,057,359 P386,638,651
Total comprehensive income (loss)
Net income - - - 12,064,924 12,064,924
Other comprehensive loss - - (188,935) - (188,935)
- - (188,935) 12,064,924 11,875,989
Transactions with owners of the Parent Company
Issuance of capital stock 86,000,000 446,093 - - 86,446,093
Stock dividends declared and settled 5,527,000 498 - (5,527,498) -
Cash dividends declared - - - (5,527,499) (5,527,499)
91,527,000 446,591 - (11,054,997) 80,918,594
Balance at December 31, 2015 P466,433,000 P706,262 P226,686 P12,067,286 P479,433,234

See Notes to the Separate Financial Statements.



RURAL ELECTRIFICATION FINANCING CORPORATION

SEPARATE STATEMENTS OF CASH FLOWS

Years Ended December 31

Note 2015 2014

CASH FLOWS FROM OPERATING

ACTIVITIES
Income before income tax P16,378,315 P15,581,276
Adjustments for:

Interest expense 16 3,637,700 5,734,114

Depreciation expense 17,11 1,180,283 1,207,685

Retirement benefit expense 17,19 147,465 155,139

Gain on restructuring - (916,412)

Interest income from cash in banks 18 (103,890) (346,683)

Gain on sale of transportation equipment 18 (460,000) -

Collection/reversal of loan loss provision 9 (635,935) (2,212,058)

Dividend income 18 (2,000,000) (500,000)

Interest income from loans to members 15 (34,186,270) (34,214,764)
Operating loss before working capital changes (16,042,332) (15,508,703)
Changes in working capital:
Decrease (increase) in:

Loans to members (28,186,527) 9,475,662

Due from subsidiary (13,536,993) 1,989,558

Other assets 27,532 (2,207,525)
Increase (decrease) in accounts payable and

accrued expenses 34,721 (1,301,033)
Net cash used in operations (57,703,599) (7,555,036)
Interest income received on loans to members 32,042,399 36,197,668
Interest income received from banks 103,890 346,683
Interest expense paid (3,080,104) (5,903,323)
Reversal of provision due to collection 635,935 -
Retirement contributions paid 19 (499,675) (499,675)
Income taxes paid (4,014,956) (4,796,830)
Net cash (used in) generated from operating

activities (32,516,110) 17,789,487
CASH FLOWS FROM INVESTING

ACTIVITIES
Acquisitions of property and equipment 11 (5,500,000) (174,399)
Dividend received 18 2,000,000 -
Proceeds from disposal of property and equipment 18 460,000 -
Net cash used in investing activities (3,040,000) (174,399)

Forward



Years Ended December 31

Note 2015 2014

CASH FLOWS FROM FINANCING

ACTIVITIES
Payments of loans payable (P33,947,610) (P31,354,435)
Proceeds from issuance of capital stock 22 84,226,093 18,475,879
Receipt of deposit for future capital stock

subscription 22 - 2,220,000
Payment of cash dividends 22 (4,652,263) (5,034,845)
Net cash generated from (used in) financing

activities 45,626,220 (15,693,401)
NET INCREASE IN CASH 10,070,110 1,921,687
CASH AT BEGINNING OF YEAR 8 14,788,634 12,866,947
CASH AT END OF YEAR 8 P24,858,744 P14,788,634

See Notes to the Separate Financial Statements.



RURAL ELECTRIFICATION FINANCING CORPORATION

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1. Reporting Entity

Rural Electrification Financing Corporation (the “Parent Company”) was registered with
the Philippine Securities and Exchange Commission (SEC) on August 31, 2001,
and started commercial operations in September 2002. The Parent Company, as a
financing company, was formed to assist Member Electric Cooperatives (the “Member
ECs”) and further strengthen their competitive edge in a restructured and reformed
electric power industry as ushered in by Republic Act No. 9136 (Electric Power Industry
Reform Act of 2001). The Parent Company envisions itself to be a provider of funds at
the lowest possible lending rates to the electrification requirements of its Member ECs in
the country who are also the stockholders of the Parent Company.

The Parent Company is 100% owned by various Member ECs.

On August 29, 2001, the Philippine SEC issued Certificate of Authority No. 226 which
duly authorized the Parent Company to operate as a financing company in accordance
with the rules and regulations of Republic Act 8556 (The Financing Company Act of
1998).

The Parent Company’s registered address is at Suite 401-402, 4™ Floor, OMM-Citra
Building, 39 San Miguel Avenue, Ortigas Center, Pasig City.

2. Basis of Preparation

Statement of Compliance

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

The accompanying separate financial statements were reviewed, approved and authorized
for issue by the Board of Directors (BOD) on March 31, 2016.

In accordance with PFRS 10, Consolidated Financial Statements, the Parent Company
also prepares and issues consolidated financial statements for the same period in which it
consolidates its investment in subsidiary. Such consolidated financial statements provide
information about the economic activities of the Parent Company and its subsidiary.

Basis of Measurement

The separate financial statements of the Parent Company have been prepared using the
historical cost basis, except for the retirement benefit asset, included in “Other Assets” in
the separate statements of financial position, which is measured at fair value of plan
assets less present value of defined benefit liability.




Functional and Presentation Currency

The separate financial statements are presented in Philippine peso, which is the
functional and presentation currency of the Parent Company. All financial information
presented in Philippine peso is rounded off to the nearest peso, unless otherwise
indicated.

3. Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all years
presented in these separate financial statements, except for the changes in accounting
policies as explained below.

Adoption of New or Revised Standards and Amendments to Standards

The Parent Company has adopted the following amendments to standards starting
January 1, 2015 and accordingly changed its accounting policies. Except as otherwise
indicated, the adoption of these amendments to standards did not have any significant
impact on the Parent Company’s separate financial statements.

Annual Improvements to PFRSs: 2010 - 2012 and 2011 - 2013 Cycles - Amendments
were made to a total of nine standards, with changes made to the standards on business
combinations and fair value measurement in both cycles. Earlier application is permitted,
in which case the related consequential amendments to other PFRSs would also apply.
Special transitional requirements have been set for amendments to the following
standards: PFRS 2, Share Based Payment, PAS 16, Property and Equipment,
PAS 38, Intangible Assets and PAS 40, Investment Property. The following are some of
the said improvements or amendments to PFRSs which are applicable to the Parent
Company, none of which has a significant effect on the separate financial statements of
the Parent Company:

a. Scope of portfolio exception (Amendment to PFRS 13, Fair Value Measurement).
The scope of the PFRS 13 portfolio exception - whereby entities are exempted from
measuring the fair value of a group of financial assets and financial liabilities with
offsetting risk positions on a net basis if certain conditions are met - has been aligned
with the scope of PAS 39, Financial Instrument: Recognition and Measurement and
PFRS 9, Financial Instrument.

PFRS 13 has been amended to clarify that the portfolio exception potentially applies
to contracts in the scope of PAS 39 and PFRS 9 regardless of whether they meet the
definition of a financial asset or financial liability under PAS 32, Financial
Instruments: Presentation e.g. certain contracts to buy or sell non-financial items that
can be settled net in cash or another financial instrument.

b. Definition of ‘related party’ (Amendment to PAS 24, Related Party Disclosures).
The definition of a ‘related party’ is extended to include a management entity that
provides key management personnel (KMP) services to the reporting entity, either
directly or through a group entity. For related party transactions that arise when KMP
services are provided to a reporting entity, the reporting entity is required to
separately disclose the amounts that it has recognized as an expense for those
services that are provided by a management entity; however, it is not required to
‘look through’ the management entity and disclose compensation paid by the
management entity to the individuals providing the KMP services. The reporting
entity will also need to disclose other transactions with the management entity under
the existing disclosure requirements of PAS 24 - e.g. loans.



Financial Instruments
A financial instrument is any contract that gives rise to a financial asset of an entity and a
financial liability or equity instrument of another entity.

Date of Recognition. Financial instruments are recognized in the separate statements of
financial position when the Parent Company becomes a party to the contractual
provisions of the instrument. Purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace are
recognized on trade date or settlement date according to the type of financial instruments.

Trade Date. Purchases and sales made by the entity are accounted for on the trade
date when the purchase commitment is undertaken, irrespective of interest not starting
to accrue until the asset is transferred.

Settlement Date. Purchases and sales shall be recorded on the settlement date when the
exchange of the asset takes place, from which, generally, the asset starts to accrue returns
for its acquirer. In the case of financial assets measured at fair value, any change in their
value between the contracting date and the settlement date shall be accounted for in
accordance with the accounting policy that is described for the portfolio to which the
asset belongs. The Parent Company shall apply the settlement date for securities
representing debt (fixed-income) acquired in secondary securities markets.

Initial Recognition and Classification of Financial Instruments. Financial instruments are
recognized initially at fair value of the consideration given (in the case of an asset) or
received (in the case of a liability). Except for financial assets at fair value through profit
or loss (FVPL), the initial measurement of financial instruments includes directly
attributable transaction costs. The Parent Company, classifies its financial assets into the
following categories: financial assets at FVVPL, available-for-sale (AFS) financial assets,
held-to-maturity (HTM) investments and loans and receivables. The Parent Company
classifies its financial liabilities at FVPL or other financial liabilities.

The classification depends on the purpose for which the instruments were acquired or
incurred and whether these are quoted in an active market. Management determines the
classification of its financial instruments at initial recognition and, where allowed and
appropriate, re-evaluates such designation at every reporting date.

HTM investments are quoted non-derivative financial assets with fixed or determinable
payments and fixed maturities which the Parent Company’s has the positive intention and
ability to hold to maturity.

Financial instruments issued by the Parent Company are classified as liability or equity in
accordance with the substance of the contractual arrangement. Any interest, dividends,
realized and unrealized gains and losses from financial instruments or component
considered as a financial liability are recognized in profit or loss. Distributions to holders
of financial instruments classified as equity are treated as owner-related and thus charged
directly to equity.

As at December 31, 2015 and 2014, the Parent Company has no financial assets and
liabilities at FVPL, AFS financial assets and HTM investments.



Reclassification of Financial Assets. A financial asset is reclassified out of the FVPL
category when the following conditions are met:

a. the financial asset is no longer held for the purpose of selling or repurchasing it in the
near term; and

b. thereis a rare circumstance.

A financial asset that is reclassified out of the F\VVPL category is reclassified at its fair
value on the date of reclassification. Any gain or loss already recognized in profit or loss
is not reversed. The fair value of the financial asset on the date of reclassification
becomes its new amortized cost, as applicable.

For a financial asset reclassified out of the AFS financial assets category to loans and
receivables or HTM investments, any previous gain or loss on that asset that has been
recognized in the separate statements of comprehensive income is amortized over the
remaining life of the investment using the effective interest rate method. Any difference
between the new amortized cost and the expected cash flows is also amortized over the
remaining life of the asset using the effective interest method. If the asset is subsequently
determined to be impaired then the amount recorded in profit or loss is recycled to other
comprehensive income (OCI).

Reclassification is at the election of management, and is determined on an instrument by
instrument basis. As at December 31, 2015 and 2014, the Parent Company has no
reclassification of financial assets.

Determination of Fair Value. Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The fair value is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal market for the asset
or liability, or, in the absence of principal market, in the most advantageous market for
the asset or liability. The principal or most advantageous market must be accessible to the
Parent Company. The fair value of an asset or liability is measured using the assumptions
that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

When available, the Group measures the fair value of an instrument using the quoted
price in an active market for that instrument. A market is regarded as active if
transactions for the asset or liability take place with sufficient frequency and volume to
provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques
that maximize the use of relevant observable inputs and minimize the use of
unobservable inputs. The chosen valuation technique incorporates all of the factors that
market participants would take into account in pricing a transaction.



The best evidence of the fair value of a financial instrument at initial recognition is
normally the transaction price - i.e., the fair value of the consideration given or received.
If the Group determines that the fair value at initial recognition differs from the
transaction price and the fair value is evidenced neither by a quoted price in an active
market for an identical asset or liability nor based on a valuation technique that uses only
data from observable markets, then the financial instrument is initially measured at fair
value, adjusted to defer the difference between the fair value at initial recognition and the
transaction price. Subsequently, that difference is recognized in profit or loss on an
appropriate basis over the instrument but no later than when the valuation is wholly
supported by observable market data or the transaction is closed out.

The fair value for financial instruments traded in active markets at reporting date is based
on their quoted market prices or dealer price quotations (bid price long positions and ask
price for short positions), without any deduction for transaction costs. When current bid
and ask prices are not available, the price of the most recent transaction provides
evidence of the current fair value as long as there has not been a significant change in
economic circumstance since the time of the transaction.

As at December 31, 2015 and 2014, the Group has no financial instruments carried at fair
value.

“Day 1" Difference. Where the transaction price in a non-active market is different from
the fair value from other observable current market transactions in the same instrument or
based on a valuation technique whose variables include only data from observable
market, the Parent Company recognizes the difference between the transaction price and
fair value (a “Day 1” difference) in profit or loss, unless it qualifies for recognition as
some other type of asset. In cases where data used as inputs in a valuation model are not
observable, the difference between the transaction price and model value is only
recognized in profit or loss when the inputs become observable or when the instrument is
derecognized. Subsequently, that difference is recognized in profit or loss on an
appropriate basis over the life of the instrument but no later than when the valuation is
wholly supported by observable market data or the transaction is closed out.

For each transaction, the Parent Company determines the appropriate method of
recognizing the “Day 1” difference.

Fair Value Hierarchy. The Parent Company uses the following hierarchy for determining
and disclosing the fair value of financial instruments by valuation technique:

= Level 1: Fair value measured using unadjusted quoted prices in active market for
identical assets or liabilities.

= Level 2: Fair value measured using inputs other than quoted prices included in
level 1 that are observable for the asset or liability, either directly
(i.e., prices) or indirectly (i.e., derived from prices).

= Level 3: Fair value measured using inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

The Parent Company has no financial instruments designated as either Level 1 to 3 as at
December 31, 2015 and 2014.



Financial Assets

Loans and Receivables. Loans and receivables are non-derivative financial assets with
fixed or determinable payments and maturities that are not quoted in an active market.
These are not entered into with the intention of immediate or short-term resale and such
are not designated as financial assets at FVPL, AFS financial assets or HTM investments.

Subsequent to initial measurement, loans and receivables are carried at amortized cost
using the effective interest method, less any allowance for impairment losses.
Any interest earned on loans and receivables is recognized as “Financing income” in the
separate statements of comprehensive income on an accrual basis. Amortized cost is
calculated by taking into account any discount or premium on the acquisition and fees
and costs that are an integral part of the effective interest rate (EIR) which is the rate that
exactly discounts estimated future cash payments or receipts through the expected life of
the financial instruments or a shorter period, where appropriate, to the net carrying
amount of the financial instruments. The periodic amortization is also included as
“Financing Income” in the separate statements of comprehensive income. Gains or losses
when loans and receivables are derecognized or impaired are recognized as Provision for
impairment losses account in the separate statements of comprehensive income.

Included in this category are: (a) cash, (b) loans to members, and (c) accrued interest
receivable, refundable deposits, due from subsidiary and other receivables, included as
part of “Other assets” account in the separate statements of financial position
(see Notes 8, 9 and 12).

Cash includes cash on hand and in banks which are stated at face amount.

Financial Liabilities

Other Financial Liabilities. This category pertains to financial liabilities that are not held
for trading or not designated at FVVPL upon the inception of the liability. These include
liabilities arising from operations or borrowings.

Such financial liabilities are recognized initially at fair value less any directly attributable
transaction costs. Subsequent to initial measurement, these financial liabilities are carried
at amortized cost using the effective interest method, less any impairment losses.
Amortized cost is calculated by taking into account any discount or premium on the
acquisition and fees and costs that are an integral part of the EIR which is the rate that
exactly discounts estimated future cash payments or receipts through the expected life of
the financial instruments or a shorter period, where appropriate, to the net carrying
amount of the financial assets and financial liabilities. The amortization for the period is
included as “Finance costs” in the separate statements of comprehensive income.

The Parent Company’s accounts payable and accrued expenses (excluding taxes
payable), loans payable and deposit for future capital stock subscription are classified
under this category (see Notes 13 and 14).

Derecognition of Financial Assets and Financial Liabilities

Financial Assets

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

= the right to receive cash flows from the asset expired,;
= the Parent Company retains the right to receive cash flows from the asset, but has

assumed an obligation to pay them in full without material delay to a third party
under a “pass-through” arrangement; or
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= the Parent Company has transferred its right to receive cash flows from the asset and
either: (a) has transferred substantially all the risks and rewards of the asset; or
(b) has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

When the Parent Company has transferred its right to receive cash flows from an asset
and has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the asset is recognized to the extent of the Parent
Company’s continuing involvement in the asset. Continuing involvement that takes the
form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Parent
Company could be required to pay.

Gain (loss) on derecognition of financial asset is measured at the excess (short) of the fair
value of the consideration received over the carrying amount of the financial asset.

Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged,
cancelled or expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognized in profit or loss.

Impairment of Financial Assets
The Parent Company assesses at reporting date whether a financial asset or group of
financial assets is impaired.

A financial asset or a group of financial assets is deemed to be impaired if, and only if,
there is objective evidence of impairment as a result of one or more events that have
occurred after the initial recognition of the asset (an incurred loss event) and that loss
event has an impact on the estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated.

Loans and Receivables

For loans and receivables, the Company first assesses whether objective evidence of
impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If no objective
evidence of impairment has been identified for a particular financial asset that was
individually assessed, the Company includes the asset as part of a group of financial
assets pooled according to their credit risk characteristics and collectively assesses the
group for impairment. Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognized are not included in the collective
impairment assessment.

Evidence of impairment for specific impairment purposes may include indications that
the borrower or a group of borrowers is experiencing financial difficulty, default or
delinquency in principal or interest payments, or may enter into bankruptcy or other form
of financial reorganization intended to alleviate the financial condition of the borrower.

For collective impairment purposes, evidence of impairment may include observable data
on existing economic conditions or industry-wide developments indicating that there is a
measurable decrease in the estimated future cash flows of the related assets. Loans and
receivables are grouped on the basis of such credit risk characteristics as industry,
collateral type, past-due status and term.

-7-



If there is objective evidence of impairment, the amount of loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been incurred) discounted at the
financial asset’s original EIR (i.e., the EIR computed at initial recognition). Time value is
generally not considered when the effect of discounting the cash flows is not material. If
an asset has a variable rate, the discount rate for measuring any impairment loss is the
current EIR, adjusted for the original credit risk premium. For collective impairment
purposes, impairment loss is computed based on their respective default and historical
loss experience.

The carrying amount of the asset shall be reduced either directly or through use of an
allowance account. The impairment loss for the period shall be recognized in profit or
loss in the separate statements of comprehensive income. If, in a subsequent period, the
amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed. Any subsequent reversal of an impairment loss is recognized
in profit or loss in the separate statements of comprehensive income, to the extent that the
carrying value of the asset does not exceed its amortized cost at the reversal date.

Where loans and receivable have been ascertained to be worthless, the related amount is
written-off against the corresponding allowance for impairment losses.

Restructured Loans

This may involve extending the payment arrangements and the agreement of new loan
conditions. Once the terms have been renegotiated, the loan is no longer considered past
due. Management continuously reviews restructured loans to ensure that all criteria are
met and that future payments are likely to occur. The loans continue to be subject to an
individual or collective impairment assessment, calculated using the loan's original EIR.
The difference between the recorded value of the original loan and the present value of
the restructured cash flows, discounted at the original EIR is recognized in profit or loss.

If a recognition or modification of terms of an existing loan agreement such that the cash
flows of the modified loan agreement are substantially different from those of the
original agreement, then the original agreement is derecognized and the modified
financial asset is recognized and as a new agreement and initially measured at fair value.

Offsetting Financial Instruments

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

Property and Equipment
Property and equipment are recorded at cost less accumulated depreciation and
impairment losses, if any.

Initially, an item of property and equipment is measured at cost, which comprises its
purchase price and any directly attributable costs of bringing the asset to the location and
condition for its intended use. Subsequent costs that can be measured reliably are added
to the carrying amount of the asset when it is probable that future economic benefits
associated with the asset will flow to the Parent Company. The costs of day-to-day
servicing of an asset are charged to profit or loss in the year in which they are incurred.



Depreciation is recognized in profit or loss on a straight-line basis over the estimated
useful lives of the assets. Leasehold improvements are amortized over the estimated
useful life of the improvements or the term of the lease, whichever is shorter.

The estimated useful lives are as follows:

Number of Years

Building 15
Furniture, fixtures and office equipment 5
Transportation equipment 5
Computer equipment 3
Leasehold improvements 5 or lease term, whichever is shorter

The useful lives, depreciation method are reviewed periodically to ensure that the method
and period of depreciation are consistent with the expected pattern of economic benefits
from items of property and equipment.

When an asset is disposed of, or is permanently withdrawn from use and no future
economic benefits are expected from its disposal, the cost or revalued amount and any
related accumulated depreciation and impairment losses, if any, are removed from the
accounts and any resulting gain or loss arising from the retirement or disposal is
recognized in profit or loss.

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

Impairment of Property and Equipment

The carrying values of property and equipment with useful finite lives are reviewed for
impairment when events or changes in circumstances indicate that the carrying amounts
may not be recoverable. If any such indication exists, and if the carrying amounts exceed
the estimated recoverable amount, the assets or cash-generating units are written down to
their recoverable amounts. The recoverable amount of the asset is the greater of fair value
less costs of disposal and value in use. The fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date, less cost of disposal. Value in use is the present
value of estimated future cash flows expected to arise from the continuing use of an asset
and from its disposal at the end of its useful life. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to
the asset. For an asset that does not generate largely independent cash inflows,
the recoverable amount is determined for the cash-generating unit to which the asset
belongs. Impairment losses of continuing operations are recognized in profit or loss in
those expense categories consistent with the function of the impaired asset.

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



Investment in Subsidiary

Subsidiary is an entity controlled by the Parent Company. The Parent Company controls
an entity when it is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power over the entity.
The financial statements of the Subsidiary is included in the consolidated financial
statements from the date on which the control commences until the date on which control
ceases.

The Investment in subsidiary is carried in the separate statements of financial position at
cost less any impairment in value. This includes the excess of the cost of the acquisition
over the fair value of identifiable net assets of a subsidiary at the date of acquisition.

Investment in subsidiary is derecognized upon sale or disposal. Any gain or disposal
arising from the derecognition is recognized in profit or loss. Gain or loss is computed as
the difference between proceeds from the disposal and its carrying amount and is
recognized in profit or loss at the time of sale or disposal.

No impairment loss was recognized on the Parent Company’s investment in subsidiary in
2015 and 2014.

Retirement Benefits

The Parent Company has a funded, noncontributory defined benefit retirement plan
covering all of its eligible employees. The determination of the obligation and retirement
cost is dependent on the selection of certain assumptions used by the actuary in
calculating such amounts.

The Parent Company’s net obligation in respect of the defined benefit plan is calculated
by estimating the amount of the future benefit that employees have earned in the current
and prior periods, discounting that amount and deducting the fair value of any plan
assets.

The calculation of defined benefit liability is performed on a periodic basis by a qualified
actuary using the projected unit credit method. When the calculation results in a
potential asset for the Parent Company, the recognized asset is limited to the present
value of economic benefits available in the form of any future refunds from the plan or
reductions in future contributions to the plan.

Remeasurements of defined benefit liability (asset), which comprise actuarial gains and
losses are recognized immediately in OCI. The Parent Company determines the net
interest expense (income) on the net defined benefit liability (asset) for the period by
applying the discount rate used to measure the defined benefit liability (asset) at the
beginning of the annual period to the then net defined benefit liability (asset), taking into
account any changes in the net defined liability during the period as a result of
contributions and benefit payments. Net interest expense and other expenses related to
the defined benefit plan are recognized in profit or loss. Remeasurements are not
reclassified to profit or loss in subsequent periods but are closed in equity every reporting
period.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change
in benefit that relates to past service or the gain or loss on curtailment is recognized
immediately in profit or loss.

The Parent Company recognizes gains and losses on the settlement of a defined benefit
plan when the settlement occurs.
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Short-term Employee Benefits

Short-term employee benefits are expensed as the related service is provided. A liability
is recognized for the amount expected to be paid if the Parent Company has a present
legal or constructive obligation to pay this amount as a result of past service provided by
the employee and the obligation can be estimated reliably.

Deposit for future capital stock subscription

Deposit for future capital stock subscription refers to payments made by stockholders of
the Parent Company on subscription to the increase in the authorized capital which
cannot be directly credited to “Capital Stock” pending registration with the SEC of the
amendment to the Articles of Incorporation increasing capital stock.

Under Financial Reporting Bulletin (FRB) No. 6-2012 as amended, an entity should not
consider a deposit for future subscription as an equity instrument unless all of the
following elements are present as of the end of reporting period:

= The unissued authorized capital stock of the entity is insufficient to cover the amount
of shares indicated in the contract;

= There is BOD’s approval on the proposed increase in authorized capital stock;

= There is stockholder’s approval of said proposed increase; and

= The application for the approval of the proposed increase has been filed with the
SEC.

If any or all of the foregoing elements are not present, the transaction should be
recognized as liability in the separate statements of financial position.

Equity

Capital Stock

Capital stock consists of common shares classified as equity. Incremental costs directly
attributable to the issue of common shares are recognized as a deduction from equity, net
of any tax effects.

Additional Paid-in Capital
Additional paid-in capital represents the excess paid by the investor over the par-value
price of a stock issue.

Leases

Operating Lease

Leases which do not transfer to the Parent Company substantially all the risks and
rewards of ownership of the asset are classified as operating leases. Operating lease
payments are recognized as an expense in profit or loss on a straight-line basis over the
lease term.

Income Taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax are
recognized in profit or loss except to the extent that it relates to a business combination,
or items recognized directly in equity or in OCI.

Current tax is composed of regular corporate income tax (RCIT) or minimum corporate
income tax (MCIT) whichever is higher and final tax. Corporate income tax is the
expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect
of previous years. Final tax refers to the final withholding tax on gross interest income
from bank deposits.
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RCIT is computed based on 30% of taxable income from all sources within and outside
the Philippines while MCIT shall be imposed whenever the Company has a zero or
negative taxable net income or whenever the amount of MCIT is greater than the RCIT.

Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes except:

=  Where the deferred tax asset (DTA) relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss;

= With respect to deductible temporary differences associated with investments in
subsidiaries, associates and interests in joint ventures, DTA are recognized only to
the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary
differences can be utilized;

= Where the deferred tax liability (DTL) arises from the initial recognition of goodwill
or of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss;
and

= With respect to taxable temporary differences associated with investments in
subsidiaries, associates and interests in joint ventures, where the timing of the
reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax is measured at the tax rates that are expected to be applied to temporary
differences when they will reverse, based on the laws that have been enacted or
substantively enacted at the reporting date. DTA and DTL are offset, if there is a legally
enforceable right to offset current tax liabilities and assets, and they relate to income
taxes levied by the same tax authority on the same taxable entity, or on different tax
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax
assets and liabilities will be realized simultaneously.

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

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

Revenue is recognized to the extent that it is probable that economic benefits will flow to
the Parent Company and that revenue can be measured reliably. The following specific
criteria must also be met before revenue is recognized:

Financing Income

a) Interest Income from Loans to Members
Interest income from loans to members is recognized as it accrues using EIR.
The EIR is established on initial recognition of the financial asset and is not revised
subsequently. When the related financial asset becomes impaired, the recognition of
interest income is suspended and/or limited up to the extent of cash collections.

b) Service Fee
Service fee is a certain percentage of loan availed by the Member ECs borrower. It is
recognized as income upon approval of the loan by the Parent Company.

Interest Income from Cash in Banks
Interest income on bank deposits is recognized as interest accrues in a time proportion
basis taking into account the effective yield on the asset.

Dividend Income from Subsidiary
Dividend income is recognized when the Parent Company’s right to receive the dividends
is established.

Cost and Expense Recognition

Financing Cost

Financing cost presented in the separate statements of comprehensive income refers to
the interest expense on financial liabilities at amortized cost which is recognized using
the effective interest method. Financing costs are charged to profit or loss.

Costs and Expenses
General and administrative expenses are recognized when incurred.

Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to
control or exercise significant influence over the other party in making financial and
operating decision. Parties are also considered to be related if they are subject to common
control. Related parties may be individual or corporate entities.

Provisions and Contingencies

A provision is a liability of uncertain timing or amount. It is recognized when the Parent
Company has a legal or constructive obligation as a result of a past event; it is probable
that an outflow of economic benefits will be required to settle the obligation and a
reliable estimate can be made. When it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent liability unless the probability of outflow of economic benefits
is remote.
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Contingent liabilities are not recognized in separate financial statements but are disclosed
in the notes to separate financial statements unless the possibility of an outflow of
resources embodying economic benefits is remote. Contingent assets are not recognized
in the separate financial statements but are disclosed in the notes to the separate financial
statements when an inflow of economic benefits is probable.

Events After the Reporting Date

Post year-end events that provide additional information about the Parent Company’s
financial position at the reporting date (adjusting events) are reflected in the separate
financial statements when material. Post year-end events that are not adjusting events are
disclosed in the notes to the separate financial statements when material.

Comparatives
When necessary, comparative figures are adjusted to conform with changes in the

presentation in the current year. Certain comparative amounts in the separate statements
of financial position have been reclassified as a result of change in the classification of
certain accounts during the current year (see Note 23).

Standards Issued but Not Yet Adopted

A number of new standards, amendments to standards are effective for annual periods
beginning after January 1, 2015, and have not been applied in preparing these separate
financial statements. However, the Parent Company has not applied the following new or
amended standards in preparing these separate financial statements. Unless otherwise
stated, none of these are expected to have a significant impact on the Parent Company’s
separate financial statements.

Effective on January 1, 2016

= Clarification of Acceptable Methods of Depreciation and Amortization (Amendments
to PAS 16 and PAS 38). The amendments to PAS 38, Intangible Assets introduce a
rebuttable presumption that the use of revenue-based amortization methods for
intangible assets is inappropriate. This presumption can be overcome only when
revenue and the consumption of the economic benefits of the intangible asset are
‘highly correlated’, or when the intangible asset is expressed as a measure of
revenue.

The amendments to PAS 16, Property, Plant and Equipment explicitly state that
revenue-based methods of depreciation cannot be used for property, plant and
equipment. This is because such methods reflect factors other than the consumption
of economic benefits embodied in the asset - e.g. changes in sales volumes and
prices.

The amendments are effective for annual periods beginning on or after
January 1, 2016, and are to be applied prospectively. Early application is permitted.
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Equity Method in Separate Financial Statements (Amendments to PAS 27). The
amendments allow the use of the equity method in separate financial statements, and
apply to the accounting not only for associates and joint ventures, but also for
subsidiaries.

The amendments apply retrospectively for annual periods beginning on or after
January 1, 2016. Early adoption is permitted.

Disclosure Initiative (Amendments to PAS 1, Presentation of Financial Statements)
addresses some concerns expressed about existing presentation and disclosure
requirements and to ensure that entities are able to use judgment when applying
PAS 1. The amendments clarify that:

e Information should not be obscured by aggregating or by providing immaterial
information.

e Materiality considerations apply to all parts of the separate financial statements,
even when a standard requires a specific disclosure.

e The list of line items to be presented in the separate statement of financial
position and separate statement of profit or loss and OCI can be disaggregated
and aggregated as relevant and additional guidance on subtotals in these
statements.

e An entity’s share of OCI of equity-accounted associates and joint ventures
should be presented in aggregate as single line items based on whether or not it
will subsequently be reclassified to profit or loss.

The amendments are to be applied retrospectively for annual periods beginning on or
after January 1, 2016. Early adoption is permitted.

Effective on January 1, 2018

PFRS 9, (2014). PFRS 9 (2014) replaces PAS 39 and supersedes the previously
published versions of PFRS 9 that introduced new classifications and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).
PFRS 9 includes revised guidance on the classification and measurement of financial
assets, including a new expected credit loss model for calculating impairment,
guidance on own credit risk on financial liabilities measured at fair value and
supplements the new general hedge accounting requirements published in 2013.

PFRS 9 incorporates new hedge accounting requirements that represent a major
overhaul of hedge accounting and introduces significant improvements by aligning
the accounting more closely with risk management.

The new standard is to be applied retrospectively for annual periods beginning on or
after January 1, 2018, with early adoption permitted.

The Company will assess the potential impact on its separate financial statements
resulting from the application of PFRS 9.
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= PFRS 15, Revenue from Contracts with Customers replaces PAS 11, Construction
Contracts, PAS 18, Revenue, IFRIC 13, Customer Loyalty Programmes,
IFRIC 18, Transfer of Assets from Customers and SIC-31, Revenue - Barter
Transactions Involving Advertising Services. The new standard introduces a new
revenue recognition model for contracts with customers which specifies that revenue
should be recognized when (or as) a company transfers control of goods or services
to a customer at the amount to which the company expects to be entitled. Depending
on whether certain criteria are met, revenue is recognized over time, in a manner that
best reflects the company’s performance, or at a point in time, when control of the
goods or services is transferred to the customer. The standard does not apply to
insurance contracts, financial instruments or lease contracts, which fall in the scope
of other PFRSs. It also does not apply if two companies in the same line of business
exchange non-monetary assets to facilitate sales to other parties. Furthermore, if a
contract with a customer is partly in the scope of another IFRS, then the guidance on
separation and measurement contained in the other PFRSs takes precedence.

However, the FRSC has yet to issue/approve this new revenue standard for local
adoption. If approved, the standard is effective for annual periods beginning on or
after January 1, 2018, with early adoption permitted.

= PFRS 16, Leases supersedes PAS, 17 Leases and the related Philippine
Interpretations. The new standard introduces a single lease accounting model for
lessees under which all major leases are recognized on-balance sheet, removing the
lease classification test. Lease accounting for lessors essentially remains unchanged
except for a number of details including the application of the new lease definition,
new sale-and-leaseback guidance, new sub-lease guidance and new disclosure
requirements. Practical expedients and targeted reliefs were introduced including an
optional lessee exemption for short-term leases (leases with a term of 12 months or
less) and low-value items, as well as the permission of portfolio-level accounting
instead of applying the requirements to individual leases. New estimates and
judgmental thresholds that affect the identification, classification and measurement
of lease transactions, as well as requirements to reassess certain key estimates and
judgments at each reporting date were introduced.

PFRS 16 is effective for annual periods beginning on or after January 1. 2019. Earlier
application | s not permitted until the FRSC has adopted PFRS 15. The Group is
currently assessing the potential impact of PFRS 16 and plans to adopt this new
standard on lease on the required effective date once adopted locally

4. Significant Accounting Judgments and Estimates

The following are the critical judgment, key estimates and assumption that have a
significant risk of material adjustment to the carrying amounts of assets and liabilities
within the next financial year and/or a future periods:

Judgments
Determination of Functional Currency

Based on the economic substance of the underlying circumstances relevant to the Parent
Company, the functional currency has been determined to be the Philippine peso. It is
the currency of the primary economic environment in which the Parent Company
operates and the currency that mainly influences its revenues and expenses.
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Estimates

Estimated Allowance for Impairment Losses

The Parent Company reviews its loan portfolio to assess impairment at least on an annual
basis. Loans and receivables that are individually significant are assessed to determine
whether objective evidence of impairment exists on an individual basis while those that
are not individually significant are assessed for objective evidence of impairment either
on an individual or collective basis. In determining whether an impairment loss should be
recognized in profit or loss, the Parent Company determines as to whether there are any
observable data indicating that there is a measurable decrease in the estimated future cash
flows from a portfolio of loans before the decrease can be identified with an individual
loan in that portfolio. This evidence may include indications of adverse changes in the
payment status of borrowers in a group, or national or local economic conditions that
correlate with defaults on assets in the group.

Management uses estimates based on historical loss experience for assets with credit risk
characteristics and objective evidence of impairment similar to those in the portfolio
when scheduling its future cash flows. The methodology and assumptions used for
estimating both the amount and timing of future cash flows are reviewed regularly to
reduce any differences between loss estimates and actual loss experience.

Had the Parent Company adopted the provisioning based on Republic Act No. 8556, the

Parent Company should set up 100% allowance for probable loss for the following

conditions:

a. Clean loans and advances past due for a period of more than six (6) months;

b. Past due loans secured by collateral such as: inventories, receivables, equipment and
other chattels that have declined in value by more than 50%, without the borrower
offering additional collateral for loans;

c. Past due loans secured by real estate mortgage title to which is subject to an adverse
claim rendering settlement through foreclosure doubtful;

d. When the borrower and his co-maker or guarantor, is insolvent or where their
whereabouts is unknown or their earning power is permanently impaired;

e. Accrued interest receivable that remains uncollected after six (6) months from
maturity date of such loans to which it accrues; and

f.  Account receivable past due for 361 days or more.

The above provision has no significant impact in the separate financial statements of the
Parent Company considering the insignificant amounts in (a) and (f) above.

Allowance for impairment losses on loans to members amounted to nil and P0.64 million
as at December 31, 2015 and 2014, respectively (see Note 9).

The carrying amount of loans to members amounted to P458.63 million and
P430.44 million as at December 31, 2015 and 2014, respectively (see Note 9).
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Estimated Useful Lives of Property and Equipment

The Parent Company estimates useful lives of property and equipment based on the
period over which the assets are expected to be available for use and are updated if
expectations differ from previous estimates due to physical wear and tear, technical and
commercial obsolescence. The useful lives and depreciation method are reviewed
periodically to ensure that the method and period of depreciation are consistent with the
expected pattern of economic benefits from items of property and equipment.

There is no change in estimated useful lives of property and equipment based on the
management review at the reporting dates.

The carrying amount of property and equipment amounted to P16.16 million and
P11.84 million as at December 31, 2015 and 2014, respectively (see Note 11).

Impairment of Non-financial Assets

The Parent Company assesses the impairment of non-financial assets, including property
and equipment and investment in subsidiary, whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. The
Parent Company considers the significant changes and planned changes in the use of the
assets or the under-performance of the assets in relation to expectations in deciding to
perform an impairment review. Determining the value in use of the assets, which requires
the determination of future cash flows expected to be generated from the continued use
and ultimate disposition of such assets, requires the Parent Company to make estimates
and assumptions that can materially affect the separate financial statements. Future
events could cause the Parent Company to conclude that the assets are impaired.

The Parent Company assessed that its non-financial assets are not impaired as at
December 31, 2015 and 2014. The carrying amount of non-financial assets are as
follows:

Note 2015 2014
Property and equipment - net 11 P16,158,895 P11,839,178
Investment in subsidiary 10 6,000,000 6,000,000
Retirement benefit asset 12,19 2,125,580 2,043,277
Advances to suppliers 12 1,500,000 1,500,000
Prepaid expenses 22 230,985 233,192
Total P26,015,460 P21,615,647

Retirement Benefits

The determination of the obligation and cost of retirement benefits is dependent on the
selection of certain assumptions used by the actuary in calculating such amounts. Those
assumptions include among others, discount rates and salary increase rates. Due to the
long-term nature of the retirement benefits, such estimates are subject to significant
uncertainty.

The Parent Company’s retirement benefit asset amounted to P2.13 million and
P2.04 million as at December 31, 2015 and 2014, respectively (see Note 12). In 2015
and 2014, the retirement benefit expense amounted to P0.15 million and P0.16 million,
respectively (see Note 17 and 19). For the year ended December 31, 2015 and 2014, the
remeasurements of retirement benefit liability charged to other comprehensive loss
amounted to P0.27 million and P0.15 million, respectively (see Note 19).
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Realizability of Deferred Tax Assets

The Parent Company reviews its deferred tax assets at each reporting date and reduces
the carrying amount to the extent that is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be utilized. Any deferred
tax asset will be re-measured if it might result to derecognition where the expected tax
law to be enacted has possible risk on the realization.

The Parent Company recognized deferred tax assets amounting to P0.40 million and
P0.64 million in 2015 and 2014, respectively, while the Parent Company recognized
deferred tax liabilities amounting to P0.73 million and P0.79 million in 2015 and 2014,
respectively (see Note 20).

5. Fair Values of Financial Instruments

A number of the Parent Company’s accounting policies and disclosures require the
determination of fair values, for both financial assets and financial liabilities. Fair values
have been determined for measurement and/or disclosure purposes based on the methods
as described below. Where applicable, further information about the assumptions made in
determining fair values is disclosed in the notes to the separate financial statements
specific to that asset or liability.

The following summarize the methods in determining fair values on the Parent
Company’s financial assets and financial liabilities as at December 31, 2015 and 2014.

Cash, Accrued Interest Receivable, Refundable Deposits, Due from Subsidiary and Other
Receivables presented under “Other Assets” account

The carrying amounts approximate the fair values due to the relatively short-term
maturities of these financial assets.

Loans to Members and Loans Payable

The estimated fair value of loans receivable and payable represents the discounted
amount of estimated future cash flows expected to be received. Expected cash flows are
discounted at current market rates to determine fair value.

Accounts Payable and Accrued Expenses
Current liabilities are stated at amounts reasonably expected to be paid within the next
twelve months or within the Parent Company’s operating cycle.

6. Financial Risk Management

Risk Management Framework

The Parent Company has risk management policies and has established processes to
monitor and control the risks inherent in the Parent Company’s business and activities.
The existing risk management policies and processes focus on the unpredictability of
financial markets and seek to minimize potential adverse effects on the Parent
Company’s financial performance.
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The Parent Company has exposure to the following risks from its use of financial
instruments:

=  Credit Risk
= Liquidity Risk
= Market Risk

There has been no change to the Parent Company’s exposure to financial risks or the
manner in which it manages and measures the risks since the prior financial year.

Presented below is the information about the Parent Company’s exposure to each of the
above risks and the objectives, policies and processes for measuring and managing risk.

a.

Credit Risk

Credit risk is the risk of financial loss if the ECs and other counterparty might not
fulfill their contractual payment obligations to the Parent Company.

The Parent Company manages its credit risk by setting credit limits to the ECs. It
also monitors credit exposures, and continually assesses the creditworthiness of
counterparties. In addition, the Parent Company obtains security, where appropriate,
enters into collateral arrangements with counterparties and limits the duration of the
exposures.

The maximum credit risk exposure of financial assets (net of allowance for
impairment losses) without considering the effects of collateral, credit enhancements
and other credit risk mitigation techniques is as follows:

Note 2015 2014
Cash in banks 8 P24,848,744 P14,778,634
Loans to members 9 458,630,218 431,079,626
Due from subsidiary 13,596,195 59,202
Accrued interest receivable* 12 2,214,131 70,260
Refundable deposits* 12 - 77,769
Other receivables* 12 1,449,300 1,396,857

P500,738,588  P447,462,348

*Included under “Other Assets” account

For the determination of credit risk, cash do not include cash on hand amounting to
P0.01 million as at December 31, 2015 and 2014, respectively (see Note 8).

Credit Quality of Financial Instruments

Financial assets are classified as high grade if the counterparties are not expected to
default in settling their obligations, thus, the credit risk exposure is minimal. These
counterparties normally include Member ECs, banks and other related parties who
pay on or before due date. Financial assets are classified as a standard grade if the
counterparties settle their obligation to the Parent Company with tolerable delays.

Low grade accounts are accounts which have probability of impairment based on

historical trend. These accounts show propensity of default in payment despite
regular follow-up actions and extended payment terms.
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As at December 31, 2015 and 2014, the Parent Company’s financial assets
categorized as neither past due nor impaired are viewed by management as high
grade, considering the collectibility of the receivables and the credit history of the
counterparties.

As at December 31 the aging analysis per class of financial assets that were past due
but not impaired is as follows:

2015
Neither
Past Due nor Past Due but Not Impaired
Impaired 1to0 30 31to 60 More than
(High Grade) Days Days 60 Days Impaired Total
Cash in bank P24,848,744 P - P - P - P - P24,848,744
Loans to members 456,469,876 308,353 - 1,851,989 - 458,630,218
Accrued interest
receivable* 2,214,131 - - - - 2,214,131
Due from subsidiary 13,596,195 - - - - 13,596,195
Other receivables* 1,449,300 - - - - 1,449,300
P498,578,246 P308,353 P - P1,851,989 P - P500,738,588
*Included under “Other Assets” account.
2014
Neither
Past Due nor Past Due but Not Impaired
Impaired 1t0 30 31to 60 More than
(High Grade) Days Days 60 Days Impaired Total
Cash in bank P14,778,634 P - P - P - P - P14,778,634
Loans to members 430,443,691 - - - 635,935 431,079,626
Accrued interest
receivable* 70,260 - - - - 70,260
Refundable
deposits* 77,769 - - - - 77,769
Due from subsidiary 59,202 - - - - 59,202
Other receivables* 1,396,857 - - - - 1,396,857
P446,826,413 P - P - P - P635,935  P447,462,348

*Included under “Other Assets” account.

Credit Classifications of Member ECs

In monitoring and controlling credit extended to ECs, the Parent Company adopts a
comprehensive credit rating system based on financial and non financial assessments
of its borrowers. Financial factors being considered comprised the financial standing
of the customer while the non-financial aspects include but are not limited to the
assessment of the borrower’s nature of business, management profile, industry
background, payment habit and both present and potential business dealings with the
Parent Company. ECs are pre-qualified based on the following financial factors:

Parameters Ideal Value
Cash flow Positive
Acid test/quick asset ratio >1
Current ratio >1
Times interest earned ratio (TIER) >15
Debt service coverage (DSC) >1.2
Collection efficiency > 95%
System loss <13%
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The following are the classification of ECs:

= C(Class A “Super Prime” are those ECs that have positive cash flows, acid
test/quick asset ratio and current ratios are at least 1 and passed TIER, DSC,
collection efficiency and system loss.

= Class B “Prime” are those ECs that have positive cash flows, current and acid
test/quick asset ratios are at least 1 and passed either TIER or DSC, but TIER and
DSC must be both above zero. Their system loss and/or collection efficiency
may be above the cap.

= Class C “Regular” are those ECs which have positive cash flows, and the TIER,
DSC, current and acid test/quick asset ratios are all above zero. Their system loss
and/or collection efficiency may be above the cap.

= Class D “Non-Prime” are those ECs which do not fall under the above
classifications and will have to undergo the regular credit evaluation and
approval process.

The classification of the Parent Company’s loans to members as of December 31:

Loans to Members per Class 2015 2014
Class A P99,272,977 P82,905,905
Class B 91,216,558 157,605,650
Class C 107,440,089 1,207,310
Class D 160,700,594 189,360,761

P458,630,218  P431,079,626

The total loans receivable portfolio of the Parent Company is mainly concentrated on
Member ECs located in the Philippines.

Liquidity Risk
Liquidity risk is the risk that the Parent Company could not be able to settle or meet

its obligation on time or at a reasonable price.

The Parent Company’s approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Parent Company’s reputation.

Liquidity risk arises if credit risk is not effectively managed. The Parent Company’s

main source of fund is from proceeds from issuances of shares of stock and loan
repayments/availments.
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The contractual maturities of financial assets and liabilities as at December 31 are as

follows:
2015
More than
One Year
Within but Less than More than
Note One Year Five Years Five Years Total
Assets
Cash 8  P24,858,744 P - P - P24,858,744
Loans to members 9,21 24,032,177 366,458,668 68,139,373 458,630,218
Accrued interest
receivable* 12,21 2,214,131 - - 2,214,131
Due from subsidiary™ 12 13,596,195 - - 13,596,195
Other receivables™ 12 1,449,300 - - 1,449,300
66,150,547 366,458,668 68,139,373 500,748,588
Liabilities
Accounts payable and
accrued expense** 13 1,746,933 - - 1,746,933
Loans payable 14,21 6,982,883 36,778,671 - 43,761,554
Deposit for future
capital stock
subscription 22 - - - -
8,729,816 36,778,671 - 45,508,487
Net liquidity surplus P57,420,731 P329,679,997 P68,139,373  P455,240,101
*Included under “Other Assets” account in the separate statements of financial position.
**Excluding government and taxes payable
2014
More than
One Year
Within but Less than More than
Note One Year Five Years Five Years Total
Assets
Cash 8 P14,788,634 P - P - P14,788,634
Loans to members 9,21 140,022,568 288,174,440 2,882,618 431,079,626
Accrued interest
receivable* 12,21 70,260 - - 70,260
Refundable deposits* 12 77,769 - - 77,769
Due from subsidiary* 12 59,202 - - 59,202
Other receivables™ 12 1,396,857 - - 1,396,857
156,415,290 288,174,440 2,882,618 447,472,348
Liabilities
Accounts payable and
accrued expense** 13 924,815 - - 924,815
Loans payable 14,21 12,399,788 65,309,376 - 77,709,164
Deposit for future
capital stock
subscription 22 2,220,000 - - 2,220,000
15,544,603 65,309,376 - 80,853,979
Net liquidity surplus P140,870,687 P222,865,064 P2,882,618 P366,618,369

*Included under “Other Assets” account in the separate statements of financial position.
**Excluding government and taxes payable
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c. Market Risk

Market risk is the risk that changes in market prices will affect the Parent Company’s
income or the value of its holdings of financial instruments. The objective of market
risk management is to manage and control risk exposures within acceptable
parameters, while optimizing the return on risk.

The following table provides for the average EIRs by period of maturity of the Parent
Company as of December 31:

2015 2014
Assets
Loans to members 7.75% 9.22%
Liabilities
Loans payable 5.40% 6.73%

Interest Rate Risk
As at December 31, the interest rate profile of the Parent Company’s interest-bearing
financial instruments at carrying amount is as follows:

2015
Outstanding
Banks Variable Rate Balance
Planters Development Bank 5.50%-6.50% P41,657,705
Landbank of the Philippines 6.75% -
P41,657,705
2014
Banks Variable Rate Outstanding Balance
Planters Development Bank 5.50%-6.50% P10,671,484
Landbank of the Philippines 6.75% 61,549,556
P72,221,040

Sensitivity Analysis

A 10% increase in interest rates would have decreased profits and equity in 2015 and
2014 by P0.28 million and P0.48 million, respectively. A 10% decrease in interest
rates for the years ended December 31, 2015 and 2014 would have equal but opposite
effect on equity and profit for the year, on the basis that all other variables remain
constant. The interest rate risk sensitivity analysis is based on interest rate variance
that the Parent Company considered to be reasonably possible at the end of the
reporting date.

7. Capital Management

The Parent Company’s policy is to maintain a strong capital base so as to maintain
investor, creditor and market confidence and to sustain future development of the
business. The Parent Company’s BOD sets strategies with the objective of establishing a
versatile and resourceful financial management and capital structure.
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The Parent Company sets the amount of capital in proportion to its overall financing
structure, i.e., equity and debt. The Parent Company manages the capital structure and
makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. The Parent Company is gearing toward equity-
financing strategy. Existing capital contributions from stockholders have been utilized
during the year.

The Parent Company’s debt to equity ratios are as follow:

2015 2014

Total debt P47,330,814 P81,813,409
Total equity 479,206,548 386,223,030
0.10:1.00 0.21:1.00

The Parent Company regards the following as the capital it manages as at December 31:

Note 2015 2014

Capital stock 22 P466,433,000 P374,906,000
Additional paid-in capital 22 706,262 259,671
Retained earnings 22 12,067,286 11,057,359
P479,206,548  P386,223,030

There were no changes in the Parent Company’s capital management policy in 2015 and
2014.

Regulatory Capital Requirement
Republic Act (RA) No. 8556, The Financing Company Act of 1998, mandates the SEC to
set and monitor capital requirements for financing companies.

Pursuant to Section 2(b) and 6(c) of RA 8556, the Parent Company is required to
maintain a minimum paid-in capital of P10.00 million, being a financing company
located and operating in Metro Manila. Moreover, forty percent (40%) of the voting
stock must be owned by Filipino.

As at December 31, 2015 and 2014, the Parent Company complied with such regulatory
capital and ownership requirement.

8. Cash

This account as at December 31 consists of:

2015 2014

Cash on hand P10,000 P10,000
Cash in banks 24,848,744 14,778,634
P24,858,744 P14,788,634

Cash in banks earn interest at prevailing bank interest rate of 0.5% in 2015 and 2014.
Interest earned on cash in banks amounted to P0.10 million and P0.35 million in 2015

and 2014, respectively (see Note 18).
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9. Loans to Members

Loans to members are principal amounts of loans granted to Member ECs with a term of
six (6) months to five (5) years from date of grant.

Loans to members by contractual maturity dates is analyzed as follows:

Note 2015 2014

Due within one year P24,032,177 P140,022,568
Due beyond one year but not more than

five years 366,458,668 288,174,440

Due beyond five years 68,139,373 2,882,618

458,630,218 431,079,626

Less allowance for impairment losses - (635,935)

21  P458,630,218  P430,443,691

As at December 31, 2015 and 2014, the Parent Company’s loans to members are
unsecured.

In 2015 and 2014, loans to members with a carrying amount of nil and P92.34 million,
respectively, were used as collateral for the Parent Company’s loans payable to LBP.

Loans to members have been reviewed for indicators of impairment. The reconciliation
of allowance for impairment losses is as follows:

Note 2015 2014

Balance at beginning of the year P635,935 P2,847,993
Reversal of provision due to

collection/restructuring 18 (635,935) (2,212,058)

P - P635,935

There were no write-off of receivables made in 2015 and 2014 on the Parent Company’s
Loans to Members.

In 2015 and 2014, the Parent Company’s interest income and service fees earned from its
loans receivable amounted to P34.19 million and P1.80 million and P34.21 million and
P1.25 million, respectively (see Note 15).

In April 30, 2014, BOD approved the loan restructuring of Abra Electric Cooperative

there by reducing the term to 10 years with principal amount of P3.82 million and
monthly amortization amounting to P0.05 million.
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10. Investment in Subsidiary

The Parent Company has 100% ownership interest in Rural Electrification Trading
Corporation (RETC).

RETC was registered with the Philippine SEC on February 27, 2012, and started
commercial operations in February 2012. RETC, as a trading company, was formed to
engage in, conduct, and carry on the business of buying, selling, distributing and
marketing at wholesale in so far as any permitted by law, of all kinds of goods,
commodities, wares and merchandise; and to enter in all kinds of contracts for the export,
import, purchase, sale in relation to the said goods, commodities, wares, information
technologies and consultancy services.

In October 2015, the BOD of RETC approved the declaration of cash dividends
amounting to P2.00 million (see note 18). In December 2015, the BOD of RETC also
approved the issuance of 20,000 shares as stock dividends.

In December 2014, RETC issued 20,000 shares amounting to P2.00 million in payment
for its payable to the Parent Company. The BOD of RETC also approved the declaration
of cash dividend amounting to P0.50 million in the same period (see note 18).

As at December 31, 2015 and 2014, the Parent Company’s investment in subsidiary
amounted to P6.00 million.

The key financial information of the subsidiary as at and for the years ended
December 31, 2015 and 2014 is as follows:

2015 2014
Total assets P99,045,567 P20,953,890
Total liabilities 79,175,087 8,075,922
Revenues 141,058,317 38,416,592
Net income 8,992,512 2,327,889

11. Property and Equipment

The movements in this account are as follows:

For the Year Ended December 31, 2015

Furniture,
Fixtures
Leasehold  and Office  Computer Transportation
Building Improvements Equipment Equipment Equipment Total
Cost
Balance at January 1 P14,792,321 P117,132  P1,195,636 P1,668,937 P969,500 P18,743,526
Additions 5,500,000 - - - - 5,500,000
Disposals - - - - (969,500) (969,500)
Balance at December 31 20,292,321 117,132 1,195,636 1,668,937 - 23,274,026
Accumulated
Depreciation
Balance at January 1 3,230,840 117,132 1,168,522 1,418,354 969,500 6,904,348
Disposals - - - - (969,500) (969,500)
Depreciation for the year 1,063,308 - 25,136 91,839 - 1,180,283
Balance at December 31 4,294,148 117,132 1,193,658 1,510,193 - 7,115,131
Net Book Value P15,998,173 P - P1,978 P158,744 P - P16,158,895
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For the Year Ended December 31, 2014

Furniture,
Fixtures
Leasehold and Office Computer Transportation
Building Improvements  Equipment Equipment Equipment Total
Cost
Balance at January 1 P14,792,321 P117,132  P1,195,636 P1,494,538 P969,500  P18,569,127
Additions - - - 174,399 - 174,399
Balance at December 31 14,792,321 117,132 1,195,636 1,668,937 969,500 18,743,526
Accumulated
Depreciation
Balance at January 1 2,228,642 117,132 1,057,391 1,323,998 969,500 5,696,663
Depreciation for the year 1,002,198 111,131 94,356 - 1,207,685
Balance at December 31 3,230,840 117,132 1,168,522 1,418,354 969,500 6,904,348
Net Book Value P11,561,481 P - P27,114 P250,583 P - P11,839,178

As at December 31, 2015 and 2014, there were no items of property and equipment
pledged as collateral against the Parent Company’s obligations.

As at December 31, 2015 and 2014, fully depreciated assets still in use are as follows:

Account 2015 2014
Leasehold improvements P117,132 P117,132
Furniture, fixtures and office equipment 549,063 -
Transportation equipment - 969,500

P666,195 P1,086,632

12. Other Assets

This account as at December 31 consists of:

Note 2015 2014
Accrued interest receivable 21 P2,214,131 P70,260
Advances to supplier 1,500,000 1,500,000
Prepaid expense 230,985 233,192
Refundable deposits - 77,769
Retirement benefit asset 19 2,125,580 2,043,277
Other receivables 1,449,300 1,396,857

P7,519,996 P5,321,355

13. Accounts Payable and Accrued Expenses

This account as at December 31 consists of:

2015 2014
Accounts payables P41,857 P585,220
Accrued interest payable 739,619 182,023
Dividends payable 875,236 -
Government and taxes payable 1,353,313 707,878
Other payables 90,221 157,572

P3,100,246 P1,632,693
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Government and taxes payable pertains to withholding tax payable, expanded
withholding tax, percentage tax payable, documentary stamp tax payable, Philhealth
contribution payable, SSS payable and HDMF payable.

Other payables refer to payables to different entities in relation to the daily operations of
the Parent Company like repairs and maintenance and other benefits to the Parent
Company’s employee.

14. Loans Payable

This account as at December 31 consists of payables to:

Note 2015 2014
Banks P41,657,705 P72,221,040
Member ECs 21 2,103,849 5,488,124

P43,761,554 P77,709,164

Banks

a. Land Bank of the Philippines (LBP)
The Parent Company availed loans with LBP’s credit facility amounting to
P32.23 million on June 16 and July 1, 2010 with annual interest rate of 6.75% and
with a term of five (5) years. The carrying amount of this loan amounted to nil and
P10.67 million as at December 31, 2015 and 2014, respectively.

On December 15, 2015, the Parent Company settled in full the outstanding loans
from LBP.

b. Planters Development Bank (PDB)
In 2013, the Parent Company availed loans amounting to P55.98 million with annual
interest ranging from 5.50% - 6.50%, payable within five (5) years.

As at December 31, 2015 and 2014, the carrying amount of these loans are
P41.66 million and P61.55 million, respectively. The Parent Company incurred total
interest expense on these loans amounting to P3.64 million and P5.73 million in 2015
and 2014, respectively (see Note 16).

Member ECs
Loans payable to Member ECs refers to amounts owed by the Parent Company for
additional funding.

15. Financing Income

This account consists of:

Note 2015 2014
Interest income from loans to members 9 P34,186,270 P34,214,764
Service fees from loans to members 1,801,864 1,253,385

22 P35,988,134 P35,468,149
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16. Financing Cost

This account relates to cost of borrowing money which is computed using the effective
interest method. Interest expense charged to profit or loss in 2015 and 2014 amounted to

P3.64 million and P5.73 million, respectively.

17. General and Administrative Expenses

This account consists of:

Note 2015 2014
Salaries and wages P3,733,636 P3,622,205
Taxes and licenses 3,347,616 2,161,805
Honorarium 2,724,074 2,402,223
Employee benefits 2,270,865 2,346,103
Transportation and travel 2,054,476 2,474,258
Depreciation 11 1,180,283 1,207,685
Communication 556,122 515,975
Power, light and water 476,802 489,447
Insurance premiums 426,071 406,568
Office supplies 402,347 562,555
Professional fees 382,733 341,394
Meetings and conferences 330,500 452,033
Representation and entertainment 296,698 231,322
Affiliation fees 152,442 44,578
Retirement benefit expense 19 147,465 155,139
Advertising and promotion 143,350 141,360
Repairs and maintenance 112,888 100,308
Training and seminar 71,597 281,618
Rent 15,000 85,822
Miscellaneous 382,588 316,540
P19,207,553 P18,338,938
18. Other Income
This account as at December 31 consists of:

Note 2015 2014
Dividend income from subsidiary 10 P2,000,000 P500,000
Collection/ reversal of loan loss provision 9 635,935 2,212,058

Gain on sale of transportation equipment 460,000 -
Interest income from cash in banks 8 103,890 346,683
Gain on sale on restructuring - 916,412
Others 35,609 211,026
P3,235,434 P4,186,179

Other income pertains to amounts charged to clients for expenses incurred in processing
loan transactions, such as documentary stamp taxes, notarial fees, appraisal fees and

other fees.
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19. Retirement

The Parent Company has funded, non-contributory defined benefit plan which provides a
retirement benefit equal to one (1) month’s pay per year of service. The benefit is paid in
a lump sum amount upon retirement or separation in accordance with the terms of the
plan. Contributions and costs are determined in accordance with the actuarial studies
made for the plan. Annual cost is determined using the projected unit credit method.
The Parent Company’s latest actuarial valuation date is as at December 31, 2015.
Valuations are obtained on a periodic basis.

The KMP of the Parent Company are responsible for the general administration of the
plan and the management of the retirement fund which is invested in the Eternal Plan’s
pension program. The pension program assures that the fund will be immediately
available at the time the need for cash in lump or in periodic cash allowance arise.

The reconciliation of the present value of the defined benefit liability, fair value of the
plan assets and retirement benefit asset is as follows:

2015 2014
Present value of defined benefit liability P2,854,899 P2,477,914
Fair value of plan asset (5,566,316) (5,050,248)
Net fair value of plan asset (2,711,417) (2,572,334)
Effect of asset ceiling 585,837 529,057
Retirement benefit asset (P2,125,580) (P2,043,277)
The movements in the present value of defined benefit liability are shown below:
2015 2014
Balance at beginning of year P2,477,914 P2,195,739
Current service cost 251,343 245,999
Interest cost 112,250 94,856
Actuarial loss (gain) arising from:
Financial assumptions (19,812) (17,283)
Experience adjustment 33,204 (41,397)
Balance at end of year P2,854,899 P2,477,914
The movements in the fair value of plan assets are shown below:
2015 2014
Balance at beginning of year P5,050,248 P4,464,285
Interest income 240,094 203,650
Actual contributions to the plan 499,675 499,675
Return on plan assets excluding interest income (223,701) (117,362)
Balance at end of year P5,566,316 P5,050,248
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The retirement benefit expense under “General and administrative expenses” in the
separate statements of comprehensive income consists of the following:

2015 2014
Current service cost P251,343 P245,999
Net interest income (127,844) (108,794)
Effect of asset limit 23,966 17,934
P147,465 P155,139
The amount recognized in OCI is as follows:
2015 2014
Remeasurement effect arising from:
Experience adjustment (P33,204) P41,397
Financial assumptions 19,812 17,283
Return on plan assets excluding interest income (223,701) (117,362)
Effect of asset limit (32,814) (95,982)
Movement in employee benefit reserves before tax (269,907) (154,664)
Tax effect 80,972 46,399
Movement in employee benefit reserves (P188,935) (P108,265)
The changes in the effect of asset ceiling are as follows:
2015 2014
Balance at beginning of period P529,057 P415,141
Remeasurement loss on the change in the
effect of asset ceiling 32,814 95,982
Interest expense on effect of asset ceiling 23,966 17,934
Balance at end of period P585,837 P529,057

The composition of plan assets of the retirement fund as at December 31 is as follows:

2015 2014

Cash and cash equivalents P5,242,913 P3,258,925
Receivable from employees 337,875 1,325,185
Others* (14,472) 466,138
P5,566,316 P5,050,248

*Others consists of market gains/losses and accrued receivables.

The plan does not hold any common shares of the Parent Company as at
December 31, 2015 and 2014. The expected contribution to the defined benefit retirement
plan in 2016 is P0.50 million.

The principal actuarial assumptions used to determine the retirement benefit liability are
as follows:

2015 2014
Discount rate 4.81% 4.53%
Future salary increases 2.00% 2.00%
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Mortality rate is based from The 2001 CSO Table - Generational (Scale AA, Society of
Actuaries)

The weighted-average duration of the defined benefit liability is 3.7 years as at
December 31, 2015 and 2014, respectively.

Maturity analysis of the benefit payments:

2015
Carrying Contractual Within ~ More than
Amount Cash Flows 1-5 Years 5 Years
Present value of defined benefit
liability P2,854,899 P3,047,497 P1,867,941 P1,179,556
2014
Carrying  Contractual Within More than
Amount  Cash Flows  1-5 Years 5 Years
Present value of defined benefit
liability P2,477,914  P1,849,993 P1,849,993 P -

Sensitivity Analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the defined benefit
liability by the amounts shown below:

2015

Defined Benefit Liability

Increase Decrease

Discount rate (100 bps movement) (P72,523) P67,809
Future salary growth (100 bps movement) 45,729 (43,021)

2014

Defined Benefit Liability

Increase Decrease

Discount rate (100 bps movement) (P84,503) P79,125
Future salary growth (100 bps movement) 58,432 (61,278)

Although the analysis does not take account of the full distribution of cash flows
expected under the plan, it does provide an approximation of the sensitivity of the
assumption shown.

These defined benefit plans expose the Parent Company to actuarial risks, such as
longevity risk, interest rate risk, and market (investment) risk.

The BOD reviews the level of funding required for the retirement fund. Such a review
includes the asset-liability matching (ALM) strategy and investment risk management
policy. The Parent Company’s ALM objective is to match maturities of the plan assets to
the retirement benefit liability as they fall due. The Parent Company monitors how the
duration and expected yield of the investments are matching the expected cash outflows
arising from the defined benefit liability.

-33-



20. Income Taxes
The income tax expense consists of:

2015 2014

Current
RCIT P4,023,748 P3,724,353
Final tax 20,778 69,337
Deferred 268,865 730,346

P4,313,391 P4,524,036

The reconciliation of income tax expense computed at statutory income tax rate to the
income tax expense shown in the separate statements of comprehensive income is as

follows:

2015 2014
Income before income tax P16,378,315 P15,581,276
Income tax using statutory tax rate P4,913,495 P4,674,383

Tax effects of:
Dividend income (600,000) (150,000)
Interest income subjected to final tax (31,167) (104,005)
Final tax 20,778 69,337
Nondeductible interest expense 10,285 34,321

P4,313,391 P4,524,036

As at December 31, the deferred tax liability - net, presented in the separate statements of
financial position is as follows:

2015 2014

Deferred Deferred
Tax Asset Tax Asset
Tax Base (Liability) Tax Base (Liability)

Amount charged to profit or loss:
Retirement benefit liability (P2,449,417) (P734,825) (P2,637,021) (P791,106)
Allowance for probable loss - - 635,935 190,781
Unamortized past service cost 994,062 298,219 902,131 270,639
(1,455,355) (436,606)  (1,098,955) (329,686)

Amount charged to OCI:

Retirement benefit asset 323,837 97,151 593,744 178,123

(P1,131,518) (P339,455)  (P505,211)  (P151,563)
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21. Related Party Transactions

In the ordinary course of business, the Parent Company has loans and other transactions
with its stockholders, directors, officers and related interests.

The following table shows the related party transactions included in the separate financial
statements as at December 31, 2015 and 2014:

Outstanding Balance

Due to Due from
Category/ Amount of Related Related
Transaction Year Note  Transaction Parties Parties Terms Conditions
Subsidiary:
RETC 2015 P13,536,993 P - P13,596,195 Due and Unsecured;
2014 - - 59,202 demandable; No impairment
Non-interest
bearing
Other related
party:
Member ECs
Loans to members 2015 9 184,000,289 - 458,630,218 Due within Unsecured;
2014 9 132,274,478 - 431,079,626 1yearto5 With nil and
years; P0.64 million
Interest bearing  allowance for
impairment losses
in 2015 and 2014,
respectively;
Loans payable 2015 14 2,103,849 - Due within Unsecured
2014 14 5,488,124 - lyearto5
years;
Interest bearing
Interest income
from loans to
members 2015 15 34,186,270 - 2,214,131 Due within Unsecured;
2014 15 34,214,764 - 70,260 1yearto5years Noimpairment
Service fees 2015 15 1,801,864 - - - -
2014 15 1,253,385 - - - -
Financing cost 2015 334,094 - - - -
2014 600,473 - - - -
KMP advances to
officers 2015 641,238 - - - -
2014 19,950 - - - -
Total 2015 P2,103,849 P474,440,544
Total 2014 P5,488,124 P431,209,088

In the normal course of business, the Parent Company lends funds to its subsidiary.

Total compensation of key management personnel of the Parent Company which
comprised of salaries and wages and short-term and long-term benefits to the Chief
Operating Officer, Administrative Officer and Loans Officer amounted to P4.13 million
and P4.15 million in 2015 and 2014, respectively.
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22. Equity

Capital Stock
The details of the Parent Company’s capital stock are as follows:

Number of Shares Amount
2015 2014 2015 2014

Common stock:
Authorized - P1,000 par value 700,000 400,000 P700,000,000 P400,000,000

Issued and outstanding,

beginning of year 374,906 351,627 374,906,000 351,627,000
Issuance 86,000 18,242 86,000,000 18,242,000
Stock dividends 5,527 5,037 5,527,000 5,037,000
Issued and outstanding,

end of year 466,433 374,906 P466,433,000 P374,906,000

On February 16, 2015, the BOD, in its regular meeting, approved the increase in
authorized capital stock of the Parent Company from 400,000 shares to 700,000 shares
with par value of P1,000 each.

On March 26, 2015, the stockholders of the Parent Company representing at least two
thirds (2/3) of the outstanding capital stock ratified the said increase in authorized capital
stock.

On June 23, 2015, the Parent Company applied for the said increase in authorized capital
stock with the SEC. Approval of the SEC for the said increase in authorized capital stock
was obtained on September 24, 2015.

Deposit for Future Capital Stock Subscription

In 2014, stockholders of the Parent Company entered into subscription agreements. Cash
received from the subscription amounting to P2.22 million is shown under the “Deposit
for future stock subscription” account in the liability section of the separate statements of
financial position.

Subscription Receivable

Subscription receivable refers to amounts still to be collected from stockholders as a
result of subscription agreements. The Parent Company netted the subscription receivable
against its capital stock. As at December 31, 2015 and 2014, there are 76,845 and 28,211
subscribed shares that are not yet fully paid, respectively.

Retained Earnings
As at December 31, the rollforwarded of retained earnings is as follows:

2015 2014
Beginning balance P11,057,359 P10,071,964
Net income for the year 12,064,924 11,057,240
Cash dividends declared (5,527,499) (5,034,845)
Stock dividends declared (5,527,498) (5,037,000)
Ending balance P12,067,286 P11,057,359
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On April 30, 2015 and May 29, 2014, the BOD approved the declaration of cash
dividends and stock dividends aggregating to P11.05 million and P10.07 million,
respectively.

23. Reclassification

The Parent Company reclassified certain accounts in the separate statements of financial
position to better reflect the nature of accounts.

The following table summarizes the adjustments made to reclassify the balances
previously reported as at December 31, 2014:

As Previously

Note Presented Reclassification As Reclassified
ASSETS
Cash P14,788,634 P - P14,788,634
Loans to members 430,443,691 - 430,443,691
Due from subsidiary 23.a - 59,202 59,202
Investment in subsidiary 6,000,000 - 6,000,000
Property and equipment - net 11,839,178 - 11,839,178
Other assets 23.a 5,380,557 (59,202) 5,321,355
P468,452,060 P - P468,452,060
LIABILITIES AND EQUITY
Liabilities
Accounts payable and accrued
expenses P1,632,693 P - P1,632,693
Income tax payable 99,989 - 99,989
Loans payable 77,709,164 - 77,709,164
Deposit for future capital stock
subscription 23.b - 2,220,000 2,220,000
Deferred tax liability - net 151,563 - 151,563
Total Liabilities 79,593,409 2,220,000 81,813,409
Equity
Capital stock 23.c 375,165,671 (259,671) 374,906,000
Additional paid-in capital 23.c - 259,671 259,671
Deposit for future capital stock
subscription 23.b 2,220,000 (2,220,000) -
Employee benefit reserves 415,621 - 415,621
Retained earnings 11,057,359 - 11,057,359
Total Equity 388,858,651 (2,220,000) 386,638,651
P468,452,060 P - P468,452,060

23.a Accounts receivable from subsidiary was reclassified as Due from Subsidiary in the
separate statements of financial position from other assets.

23.b In accordance with FRB No. 6-2012, the Parent Company was not able to meet the
requirements on the recognition of Deposit for future capital stock subscription
under the equity section of the statements of financial position as at
December 31, 2014. Thus, a reclassification was made to correct the presentation of
the Deposit for future capital stock subscription.
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23.c Excess payment by the investor over the par-value price of stocks issued was
reclassified to Additional paid-in capital stock.

The above reclassification has no effect on the information in the separate statements of
financial position and separate statements of comprehensive income since there was no
change in net income for the year ended December 31, 2014. Accordingly, separate
statements of financial position at the beginning of the earliest comparative period is not
presented.

24. Supplementary Information Required by the Bureau of Internal Revenue (BIR)

In addition to the disclosures mandated under PFRSs, and such other standards and/or
conventions as may be adopted, companies are required by the BIR to provide in the
separate notes to the separate financial statements, certain supplementary information for
the taxable year. The amounts relating to such supplementary information may not
necessarily be the same with those amounts disclosed in the separate financial statements
which were prepared in accordance with PFRSs. The following are the tax information
required for the taxable year ended December 31, 2015:

Based on RR No. 15-2010

A. Documentary Stamp Tax (DST)

DST on loan instruments P627,951
DST on issuance shares of stocks 199,603
Total P827,554

B. Withholding Taxes

Tax on compensation and benefits P1,223,111
Creditable withholding taxes 385,473
Total P1,608,584

C. All Other Taxes (Local and National)

Percentage tax P1,590,509
License and permit fees 910,465
Total P2,500,974

D. Deficiency Tax Assessments
As at December 31, 2015, the Parent Company has no pending tax assessment.
E. Taxcases

As at December 31, 2015, the Parent Company has no pending tax case.
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RURAL ELECTRIFICATION FINANCING CORPORATION

SCHEDULE OF FINANCIAL REPORTING STANDARDS

December 31, 2015

PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
Effective as of December 31, 2015

Adopted

Not
Adopted

Not
Applicable

Framework for the Preparation and Presentation of Financial
Statements

Conceptual Framework Phase A: Objectives and qualitative
characteristics

PFRSs Practice Statement Management Commentary

Philippine Financial Reporting Standards

PFRS 1 First-time Adoption of Philippine Financial Reporting
(Revised) Standards

Amendments to PFRS 1 and PAS 27: Cost of an
Investment in a Subsidiary, Jointly Controlled Entity
or Associate

Amendments to PFRS 1: Additional Exemptions for
First-time Adopters

Amendment to PFRS 1: Limited Exemption from
Comparative PFRS 7 Disclosures for First-time
Adopters

Amendments to PFRS 1: Severe Hyperinflation and
Removal of Fixed Date for First-time Adopters

Amendments to PFRS 1: Government Loans

Annual Improvements to PFRSs 2009 - 2011 Cycle:
First-time Adoption of Philippine Financial Reporting
Standards - Repeated Application of PFRS 1

Annual Improvements to PFRSs 2009 - 2011 Cycle:
Borrowing Cost Exemption

Annual Improvements to PFRSs 2011 - 2013 Cycle:
PFRS version that a first-time adopter can apply

PFRS 2 Share-based Payment

Amendments to PFRS 2: Vesting Conditions and
Cancellations

Amendments to PFRS 2: Group Cash-settled Share-
based Payment Transactions

Annual Improvements to PFRSs 2010 - 2012 Cycle:
Meaning of ‘vesting condition’

PFRS 3 Business Combinations

(Revised) Annual Improvements to PFRSs 2010 - 2012 Cycle:

Classification and measurement of contingent
consideration

Annual Improvements to PFRSs 2011 - 2013 Cycle:
Scope exclusion for the formation of joint
arrangements

PFRS 4 Insurance Contracts

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts




PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
Effective as of December 31, 2015

Adopted

Not
Adopted

Not
Applicable

PFRS 5

Non-current Assets Held for Sale and Discontinued
Operations

v

Annual Improvements to PFRSs 2012 - 2014 Cycle:
Changes in method for disposal

PFRS 6

Exploration for and Evaluation of Mineral Resources

PFRS 7

Financial Instruments: Disclosures

Amendments to PFRS 7: Transition

Amendments to PAS 39 and PFRS 7: Reclassification
of Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassification
of Financial Assets - Effective Date and Transition

Amendments to PFRS 7: Improving Disclosures
about Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers of
Financial Assets

Amendments to PFRS 7: Disclosures - Offsetting
Financial Assets and Financial Liabilities

Amendments to PFRS 7: Mandatory Effective Date
of PFRS 9 and Transition Disclosures

Annual Improvements to PFRSs 2012 - 2014 Cycle:
‘Continuing involvement’ for servicing confracts

Annual Improvements to PFRSs 2012 - 2014 Cycle:
Offsetting disclosures in condensed interim financial
statements

PFRS 8

Operating Segments

Annual Improvements to PFRSs 2010 - 2012 Cycle:
Disclosures on the aggregation of operating
segments

PFRS 9

Financial Instruments

Hedge Accounting and amendments to PFRS 9,
PFRS 7 and PAS 39

PFRS 9
(2014)

Financial Instruments

PFRS 10

Consolidated Financial Statements

Amendments to PFRS 10, PFRS 11, and PFRS 12:
Consolidated Financial Statements, Joint
Arrangements and Disclosure of Interests in Other
Entities: Transition Guidance

Amendments to PFRS 10, PFRS 12, and PAS 27
(2011): Investment Entities

Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture

Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities: Applying the Consolidation
Exception




PHILIPPINE FINANCIAL REPORTING STANDARDS AND

INTERPRETATIONS Adopted | , d:°:e 4 |a 'I:f:’:’ble
Effective as of December 31, 2015 P PP
PFRS 11 Joint Arrangements v
Amendments to PFRS 10, PFRS 11, and PFRS 12: v
Consolidated Financial Statements, Joint
Arrangements and Disclosure of Interests in Other
Entities: Transition Guidance
Amendments to PFRS 11: Accounting for v
Acquisitions of Interests in Joint Operations
PFRS 12 Disclosure of Interests in Other Entities
Amendments to PFRS 10, PFRS 11, and PFRS 12:
Consolidated Financial Statements, Joint
Arrangements and Disclosure of Interests in Other
Entities: Transition Guidance
Amendments to PFRS 10, PFRS 12, and PAS 27 v
(2011): Investment Entities
Amendments to PFRS 10, PFRS 12 and PAS 28: 4
Investment Entities: Applying the Consolidation
Exception
PFRS 13 Fair Value Measurement
Annual Improvements to PFRSs 2010 - 2012 Cycle:
Measurement of short-term receivables and
payables
Annual Improvements to PFRSs 2011 - 2013 Cycle: v
Scope of portfolio exception
PFRS 14 Regulatory Deferral Accounts v
Philippine Accounting Standards
PAS 1 Presentation of Financial Statements
(Revised) Amendment to PAS 1: Capital Disclosures
Amendments to PAS 32 and PAS 1: Puttable v
Financial Instruments and Obligations Arising on
Liguidation
Amendments to PAS 1: Presentation of Items of 4
Other Comprehensive Income
Annual Improvements to PFRSs 2009 - 2011 Cycle: v
Presentation of Financial Statements - Comparative
Information beyond Minimum Requirements
Annual Improvements to PFRSs 2009 - 2011 Cycle: \
Presentation of the Opening Statement of Financial
Position and Related Notes
Amendments to PAS 1: Disclosure Initiative \
PAS 2 Inventories v
PAS 7 Statement of Cash Flows
PAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors
PAS 10 Events after the Reporting Period \
PAS 11 Construction Contracts \4




PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
Effective as of December 31, 2015

Adopted

Not
Adopted

Not
Applicable

PAS 12 Income Taxes

Amendment to PAS 12 - Deferred Tax: Recovery of
Underlying Assets

PAS 16 Property, Plant and Equipment

Annual Improvements to PFRSs 2009 - 2011 Cycle:
Property, Plant and Equipment - Classification of
Servicing Equipment

Annual Improvements to PFRSs 2010 - 2012 Cycle:
Restatement of accumulated depreciation
(amortization) on revaluation (Amendments to
PAS 16 and PAS 38)

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and
Amortization

Amendments to PAS 16 and PAS 41: Agriculture:
Bearer Plants

PAS 17 Leases

fir Revenue

PAS 19 Employee Benefits

(Amended) Amendments to PAS 19: Defined Benefit Plans:

Employee Contributions

SN NS

Annual Improvements to PFRSs 2012 - 2014 Cycle:
Discount rate in a regional market sharing the same
currency - e.g. the Eurozone

PAS 20 Accounting for Government Grants and Disclosure
of Government Assistance

PAS 21 The Effects of Changes in Foreign Exchange Rates

Amendment: Net Investment in a Foreign
Operation

PAS 23 Borrowing Costs
(Revised)

PAS 24 Related Party Disclosures

(Revised) Annual Improvements to PFRSs 2010 - 2012 Cycle:

Definition of ‘related party’

PAS 26 Accounting and Reporting by Retirement Benefit
Plans

PAS 27 Separate Financial Statements

(Amended) [, dments to PFRS 10, PFRS 12, and PAS 27
(2011): Investment Entities

Amendments to PAS 27: Equity Method in Separate
Financial Statements




PHILIPPINE FINANCIAL REPORTING STANDARDS AND

INTERPRETATIONS Adopted | , d:°:e 4 |a 'I:f:’:’ble
Effective as of December 31, 2015 P PP
PAS 28 Investments in Associates and Joint Ventures v
(Amended) Amendments to PFRS 10 and PAS 28: Sale or v
Contribution of Assets between an Investor and its
Associate or Joint Venture
Amendments to PFRS 10, PFRS 12 and PAS 28: v
Investment Entities: Applying the Consolidation
Exception
PAS 29 Financial Reporting in Hyperinflationary Economies v
PAS 32 Financial Instruments: Disclosure and Presentation v
Amendments to PAS 32 and PAS 1: Puttable v
Financial Instruments and Obligations Arising on
Liquidation
Amendment to PAS 32: Classification of Rights v
Issues
Amendments to PAS 32: Offsetting Financial Assets v
and Financial Liabilities
Annual Improvements to PFRSs 2009 - 2011 Cycle: v
Financial Instruments Presentation - Income Tax
Consequences of Distributions
PAS 33 Earnings per Share v
PAS 34 Interim Financial Reporting
Annual Improvements to PFRSs 2009 - 2011 Cycle:
Interim Financial Reporting - Segment Assets and
Liabilities
Annual Improvements to PFRSs 2012 - 2014 Cycle: v
Disclosure of information “elsewhere in the interim
financial report’
PAS 36 Impairment of Assets
Amendments to PAS 36: Recoverable Amount
Disclosures for Non-Financial Assets
PAS 37 Provisions, Contingent Liabilities and Contingent v
Assets
PAS 38 Intangible Assets
Annual Improvements to PFRSs 2010 - 2012 Cycle:
Restatement of accumulated depreciation
(amortization) on revaluation (Amendments to PAS
16 and PAS 38)
v

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and
Amortization




PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Effective as of

December 31, 2015

Adopted

Not
Adopted

Not
Applicable

PAS 39

Financial Instruments: Recognition and
Measurement

v

Amendments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial
Liabilities

Amendments to PAS 39: Cash Flow Hedge
Accounting of Forecast Infragroup Transactions

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

Amendments to PAS 39 and PFRS 7: Reclassification
of Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassification
of Financial Assets - Effective Date and Transition

Amendments to Philippine Interpretation IFRIC-9
and PAS 39: Embedded Derivatives

Amendment to PAS 39: Eligible Hedged Items

Amendment to PAS 39: Novation of Derivatives and
Continuation of Hedge Accounting

PAS 40

Investment Property

Annual Improvements to PFRSs 2011 - 2013 Cycle:
Inter-relationship of PFRS 3 and PAS 40
(Amendment to PAS 40)

PAS 41

Agriculture

Amendments to PAS 16 and PAS 41: Agriculture:
Bearer Plants

Philippine Inte|

rpretations

IFRIC 1

Changes in Existing Decommissioning, Restoration
and Similar Liabilities

IFRIC 2

Members' Share in Co-operative Entities and Similar
Instruments

IFRIC 4

Determining Whether an Arrangement Contains a
Lease

IFRIC 5§

Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

IFRIC 6

Liabilities arising from Participating in a Specific
Market - Waste Electrical and Electronic Equipment

IFRIC 7

Applying the Restatement Approach under PAS 29
Financial Reporting in Hyperinflationary Economies

IFRIC 9

Reassessment of Embedded Derivatives

Amendments to Philippine Interpretation IFRIC-9
and PAS 39: Embedded Derivatives

IFRIC 10

Interim Financial Reporting and Impairment

IFRIC 12

Service Concession Arrangements




PHILIPPINE FINANCIAL REPORTING STANDARDS AND

Not Not
INTERPRETATIONS Adopted .
Effective as of December 31, 2015 pekpe EplEEs
IFRIC 13 Customer Loyalty Programmes \4
IFRIC 14 PAS 19 - The Limit on a Defined Benefit Asset, v
Minimum Funding Requirements and their
Interaction
Amendments to Philippine Interpretations IFRIC- 14, v
Prepayments of a Minimum Funding Requirement
IFRIC 16 Hedges of a Net Investment in a Foreign Operation
IFRIC 17 Distributions of Non-cash Assets fo Owners v
IFRIC 18 Transfers of Assets from Customers v
IFRIC 19 Extinguishing Financial Liabilities with Equity v
Instruments
IFRIC 20 Stripping Costs in the Production Phase of a Surface v
Mine
IFRIC 21 Levies
SIC-7 Intfroduction of the Euro
SIC-10 Government Assistance - No Specific Relation to
Operating Activities
SIC-15 Operating Leases - Incentives
SIC-25 Income Taxes - Changes in the Tax Status of an
Entity or its Shareholders
SIC-27 Evaluating the Substance of Transactions Involving v
the Legal Form of a Lease
SIC-29 Service Concession Arrangements: Disclosures.
SIC-31 Revenue - Barter Transactions Involving Advertising
Services
SIC-32 Intangible Assets - Web Site Costs v
Philippine Interpretations Committee Questions and Answers
PIC Q&A PAS 18, Appendix, paragraph 9 - Revenue v
2006-01 recognition for sales of property units under pre-
completion contracts
PIC Q&A PAS 27.10(d) - Clarification of criteria for exemption v
2006-02 from presenting consolidated financial statements
PIC Q&A PAS 1.103(a) - Basis of preparation of financial v
2007-01- statements if an entity has not applied PFRSs in full
Revised
PIC Q&A PAS 20.24.37 and PAS 39.43 - Accounting for \
2007-02 government loans with low interest rates [see PIC
Q&A No. 2008-02]
PIC Q&A PAS 40.27 - Valuation of bank real and other \
2007-03 properties acquired (ROPA)
PIC Q&A PAS 101.7 - Application of criteria for a qualifying \
2007-04 NPAE
PIC Q&A PAS 19.78 - Rate used in discounting post- \
2008-01- employment benefit obligations
Revised




PHILIPPINE FINANCIAL REPORTING STANDARDS AND

Not Not

INTERPRETATIONS Adopted .
Effective as of December 31, 2015 GdoplediyapElicable
PIC Q&A PAS 20.43 - Accounting for government loans with v
2008-02 low interest rates under the amendments to PAS 20
PIC Q&A Framework.23 and PAS 1.23 - Financial statements v
2009-01 prepared on a basis other than going concern
PIC Q&A PAS 39.AG71-72 - Rate used in determining the fair v
2009-02 value of government securities in the Philippines
PIC Q&A PAS 39.AG71-72 - Rate used in determining the fair v
2010-01 value of government securities in the Philippines
PIC Q&A PAS 1R.16 - Basis of preparation of financial v
2010-02 statements
PIC Q&A PAS 1 Presentation of Financial Statements - v
2010-03 Current/non-current classification of a callable

term loan
PIC Q&A PAS 1.10(f) - Requirements for a Third Statement of 4
2011-01 Financial Position
PIC Q&A PFRS 3.2 - Common Control Business Combinations \
2011-02
PIC Q&A Accounting for Inter-company Loans v
2011-03
PIC Q&A PAS 32.37-38 - Costs of Public Offering of Shares v
2011-04
PIC Q&A PFRS 1.D1-D8 - Fair Value or Revaluation as v
2011-05 Deemed Cost
PIC Q&A PFRS 3, Business Combinations (2008), and PAS 40, v
2011-06 Investment Property - Acquisition of Investment

properties - asset acquisition or business

combination?
PIC Q&A PFRS 3.2 - Application of the Pooling of Interests v
2012-01 Method for Business Combinations of Enfities Under

Common Control in Consolidated Financial

Statements
PIC Q&A Cost of a New Building Constructed on the Site of a v
2012-02 Previous Building
PIC Q&A Applicability of SMEIG Final Q&As on the v
2013-01 Application of IFRS for SMEs to Philippine SMEs
PIC Q&A Conforming Changes to PIC Q&As - Cycle 2013 v
2013-02
PIC Q&A PAS 19 - Accounting for Employee Benefits under a \
2013-03 Defined Contribution Plan subject to Requirements
(Revised) of Republic Act (RA) 7641, The Philippine

Retirement Law




RURAL ELECTRIFICATION FINANCING CORPORATION
FINANCIAL SOUNDNESS INDICATORS

December 31, 2015 and 2014

2015 2014
Current Assets 67,881,532 158,148,482
Current Liabilities 10,212,688 16,352,470
Current Ratio 6.65 9.67
Total Liabilities 47,330,814 81,813,409
Shareholder’s Equity™ 479,206,548 386,223,030
Debt to Equity Ratio 0.10 0.21
Net income before Depreciation but after tax 13,245,207 12,264,925
Total Liabilities 47,330,814 81,813,409
Solvency Ratio 0.28 0.15
Total Assets 526,764,048 468,452,060
Shareholder’s Equity™ 479,206,548 386,223,030
Asset to Equity Ratio 1.10 1.21
Earnings before Interest Expense and Taxes 20,016,015 21,315,390
Interest Expense 3,637,700 5,734,114
Interest Rate Coverage Ratio 5.50 3.72
Net Income 12,064,924 11,057,240
Net Financing Income 32,350,434 29,734,035
Profitability Ratio 0.37 0.37
Net Income 12,539,831 11,057,240
Shareholder’s Equity™ 479,206,548 386,223,030
Return on Equity 0.03 0.03
FINANCING COMPANIES
Real Estate Investments - -
Total Assets 526,764,048 468,452,060
Real Estate Investments to Total Assets - -
Total Receivables 483,389,844 439,470,010
Total Assets 526,764,048 468,452,060
Total Receivables to Total Assets 0.92 0.94
Total DOSRI 458,630,218 430,443,691
Shareholder’s Equity™ 479,206,548 386,223,030
DOSRI Receivables to Net Worth 0.96 1.11

*excluding employee benefit



RECEIVABLES FROM SINGLE CORPORATION TO
TOTAL RECEIVABLES

2015 2014
Abra Electric Cooperative Inc. 2,487,161 3,692,240
Total Receivables 458,630,218 431,079,626
0.005 0.009
Agusan Del Norte Electric Cooperative Inc. 17,924,942 32,997,689
Total Receivables 458,630,218 431,079,626
0.039 0.077

Agusan Del Sur Electric Cooperative Inc. 11,407,805
Total Receivables 458,630,218 431,079,626
0.025 -

Antique Electric Cooperative Inc. 31,229,056
Total Receivables 458,630,218 431,079,626
0.068 -
Batangas | Electric Cooperative Inc. 12,230,734 15,056,367
Total Receivables 458,630,218 431,079,626
0.027 0.035
Benguet Electric Cooperative Inc. - 1,444 412
Total Receivables 458,630,218 431,079,626
- 0.003
Biliran Electric Cooperative Inc. 7,233,431 2,395,656
Total Receivables 458,630,218 431,079,626
0.016 0.006
Cagayan | Electric Cooperative Inc. 13,345,590 20,431,357
Total Receivables 458,630,218 431,079,626
0.029 0.047
Cagayan Il Electric Cooperative Inc. 9,050,307 11,470,536
Total Receivables 458,630,218 431,079,626
0.020 0.027
Camiguin Electric Cooperative Inc. 12,752,981 8,545,917
Total Receivables 458,630,218 431,079,626
0.028 0.020
Capiz Electric Cooperative Inc. 43,602,085 43,262,538
Total Receivables 458,630,218 431,079,626
0.095 0.100




2015 2014

Central Negros Electric Cooperative Inc. 1,703,566 10,610,851
Total Receivables 458,630,218 431,079,626
0.004 0.025

Davao del Norte Electric Cooperative Inc. - 306,863
Total Receivables - 431,079,626
- 0.001

Eastern Samar Electric Cooperative Inc. - 576,096
Total Receivables - 431,079,626
- 0.001

Ifugao Electric Cooperative Inc. 30,820,239 13,716,929
Total Receivables 458,630,218 431,079,626
0.067 0.032

loilo 11 Electric Cooperative Inc. 8,031,409 5,182,133
Total Receivables 458,630,218 431,079,626
0.018 0.012

loilo 111 Electric Cooperative Inc. 3,161,856 -
Total Receivables 458,630,218 431,079,626
0.007 -

Isabela | Electric Cooperative Inc. 47,106,804 57,870,838
Total Receivables 458,630,218 431,079,626
0.103 0.134

Isabela Il Electric Cooperative Inc. 29,607,346 41,466,946
Total Receivables 458,630,218 431,079,626
0.065 0.096

Kalinga Apayao Electric Cooperative Inc. 6,780,330 12,412,715
Total Receivables 458,630,218 431,079,626
0.015 0.029

Leyte I11 Electric Cooperative Inc. 17,675,392 25,934,281
Total Receivables 458,630,218 431,079,626
0.039 0.060

Leyte IV Electric Cooperative Inc. 243,446 1,418,775
Total Receivables 458,630,218 431,079,626
0.001 0.003




2015 2014
Leyte V Electric Cooperative Inc. 6,505,066 10,964,097
Total Receivables 458,630,218 431,079,626
0.014 0.025
Misamis Oriental | Electric Cooperative Inc. 17,757,383 7,368,484
Total Receivables 458,630,218 431,079,626
0.039 0.017
Misamis Oriental Il Electric Cooperative Inc. 11,152,458 -
Total Receivables 458,630,218 431,079,626
0.024 -
Negros Occidental Electric Cooperative Inc. 2,960,856 5,160,513
Total Receivables 458,630,218 431,079,626
0.006 0.012
Negros Oriental 11 Electric Cooperative Inc. 5,771,269 -
Total Receivables 458,630,218 431,079,626
0.013 -
Nueva Vizcaya Electric Cooperative Inc. 3,408,860 1,507,788
Total Receivables 458,630,218 431,079,626
0.007 0.003
Occidental Mindoro Electric Cooperative Inc. 8,350,578 10,619,801
Total Receivables 458,630,218 431,079,626
0.018 0.025
Pangasinan 111 Electric Cooperative Inc. 7,218,846 -
Total Receivables 458,630,218 431,079,626
0.016 -
Quezon | Electric Cooperative Inc. 3,026,915 -
Total Receivables 458,630,218 431,079,626
0.007 -
Romblon Electric Cooperative Inc. 20,058,187 24,009,684
Total Receivables 458,630,218 431,079,626
0.044 0.056
South Cotabato I Electric Cooperative Inc. 10,591,143 13,410,514
Total Receivables 458,630,218 431,079,626
0.023 0.031




2015 2014
Surigao del Sur I Electric Cooperative Inc. 5,559,112 3,356,548
Total Receivables 458,630,218 431,079,626
0.012 0.008
Surigao del Sur Il Electric Cooperative Inc. 17,966,163 12,496,688
Total Receivables 458,630,218 431,079,626
0.039 0.029
Sultan Kudarat Electric Cooperative Inc. 3,639,205 7,016,243
Total Receivables 458,630,218 431,079,626
0.008 0.016
Tablas Island Electric Cooperative Inc. 4,152,029 2,971,863
Total Receivables 458,630,218 431,079,626
0.009 0.007
Zambales | Electric Cooperative Inc. 4,133,854 -
Total Receivables 458,630,218 431,079,626
0.009 -
Zambales Il Electric Cooperative Inc. 6,054,535 9,049,059
Total Receivables 458,630,218 431,079,626
0.013 0.021
Zamsureco | Electric Cooperative Inc. 13,929,279 14,355,204
Total Receivables 458,630,218 431,079,626
0.030 0.033
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