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Centro, Mallig, Isabela

REPORT ON EXAMINATION
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Decembher 31, 2008

LEOPOLDO A. VALDEZ
CERTIFIED PUBLIC ACCOUNTANT



Mallig Plains Rural Bank (Isabela), Inc.

Centro, Mallig, Isabela

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Mallig Plains Rural Bank (Isabela), Inc. is responsible
for all information contained in the financial statements as of and for the years
ended December 31, 2008 and 2007. The financial statements hawve been
prepared in conformity with Philippine Financial Reporting Standards and reflect
amounts that are based on the best estimates and informed judgment of
management with an appropriate consideration to materiaiity.

In this regard, management maintains a system of accounting and
reporting which provides for the necessary internal controls to ensure that
transactions are properly authorized and recorded, assets are safeguarded
against unauthorized use or dispesition and liabilities are recognized.

The Board of Directors reviews the financial statements before such
statements are approved and submitted to the shareholders of the company.

leopoldo A. Valdez, CPA, the independent auditor appointed by
shareholders, has audited the financial statements of the company in accordance
with generally accepted auditing standards in the Philippines and has expressed
its opinion on the faimess of presentation upon completion of such examination,
in its reports to the Board of Directors and shareholders.

Presid"gnt nd CEC

_h__-.-r-—_'r:l;

G A C. SAVELLANO
Treasurer

March 24, 2009



VALDEZ ACCOUNTING OFFICE EEE’BUH i‘;_?ga Nﬁgéﬁﬂ No. 524.4/30/03
SERTIFIED ELBLIS ACCOLINTANT BIR Accreditation No. AN. 03-001569-1-2008

82 Heroes Blvd,, Bugg, Bambang, Nueva Vizcaya Board No. 50266

REPORT OF INDEPENDENT AUDITOR

THE BOARD OF DIRECTORS
Mallig Plains Rural Bank (Isabely), Tne.
Centro, Mallig, 1sabela

| have audited the accompanying linancial statements of Mallig Plains Rural Bank
{Isabela), Inc. which comprise the batance sheets as at December 31, 2008 and the
statements of income, statements of changes in equity and cash flow statements for the
vear then ended. and a summary of significant accounting policies and other explanalory
notes.

Management 's Responsibility for the Financial Staiements

Management is responsible for the preparatton and lair presentation of these financial
statements in accordance  with  Philippine  Financial Reporting  Standards.  This
responsibihity includes: designing. implementing and mamtaining internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement. whether due 1o lrawd or error; selecting and applying apptopriate
accounting pelicies: and making accounting estimates that are reasonable in the
circumstances.

Auditor's Responsibifity

My respensibility is to express an opinion on these financial statements based on my
audits. I conducted my audits in accordance with Philippine Standards on Auditing.
Those standards require that | comply with ethical requirements and plan and perform the
audil to oblain reasonable assurance whether the financial statements are free from
material misstatement,

An audit invalves performing procedures to obtain andit evidence about the amounts and
disclosures 1n the financial statements. The procedures selecied depend on the auditor's
Judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessment, the auditor
consider internal control relevant to the entity’s preparation and [air presentation of the
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 ol
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.



VALDEZ ACCOUNTING OFFICE PRC/BOA Reg. No. 1923

BSP Accredited. MB Res. No. 524-4/30/08

CEREGIED BUBLICACCOLINTANT BIR Accreditation No. AN. 03-001569-1-2008
82 Heroes Blvd., Buzg Bambgng. MNusva Vizcaya Board No. 30256

I believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

{Ipinion

In my opinion, the financial statements present fairly, in all material respects the financial
position of Mallig Plains Rural Bank (1sabela), Inc. as of December 31, 2008 and of its
financial performance and its cash flows for the vear then ended in accordance with
Philippine Financial Reporting Standards.

LEOPOLBO
PTR No. JENE
TIN 135-410:-3T7
Bayombong, Nueva Vizeaya

January 13, 2009 b
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MALLIG PLAINS RURAL BANK (ISABELA), INC.

BALANCE SHEET
DECEMBER 31, 2008
(With Comparative Figures for 2007)

ASSETS
CURRENT ASSETS
Cash on Hand and In Banks (Note 4)
Loans and Recefvables - net {Hata 3)
Other Current Assets - net {Note 7)

Total

NON-CURRENT ASSETS

Investments in Bongs and Other Debt Instrements

Bank Premises, Furniture, Fixture 8 Equipment- net {Note 5)
Real and Other Properties Acquired- net (Note 6}

Other Non-Current Assets {Mote 8)

Tatal
TOTAL ASSETS

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Deposit Liabilities {Note 8)
Bills Payable (Note 3)
Accrued Interest, Taxes, Fringe Benefits and Other Expenses
Other Caurrent Lizbilities {Note 11)

Total

NON-CURRENT LIABILITIES

Redeemable Preferred Shares

Due to Banke Sentral ng Pilipinas

Due to Local Banks

Due to Philippine Insurance Crop Corporation {PCIC)
Deferred Credit {Note 10}

Total
TOTAL LIABILITIES

EQUITY (Note 12)

Ordinary Shares
Surplus Frae

Dividends Distributable
Surplus Reserve

Total

TOTAL LIABILITIES AND EQUITY

EXHIBIT-A

NS
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LRATHA R [l wgl

o)

L' LAPREEEQ@H k.

A
£

H

P 2M6800 F / 60,559,031
Nz187.881 7 ) 308.22¢.008
3,035,162 2.856.345
377,339,843 [ 369636474
. 229,500
28,838,557 28,293 675
15,259,000 14,407 014
14,942,266 14.929 922
59,031,823 57,860,116
P 436,371,766 P 427 496,580
P 228,104,234 P 200,314,890
122,678,732 136,035,470
7,788,85% 8,037,083
2,031,105 11,393,543
360,602,930 355,780,986
2,363,300 2,362,300
100,246 100,246
1,487 1487
1,516,755 1,516,755
1,260,301 1,847 431
5,242,089 5.829.220
365,845,018 361,610,208
44,269,504 35,661,404
10,676,447 15,099,446

1,650 -
15,579,148 15,125,535
70,526,747 65,886,385
P 436,371,766 P 427 496,590

(See accompanying notes to financial statements)



MALLIG PLAINS RURAL BANK {ISABELA), INC.
INCOME STATEMENT
FOR THE YEAR EMDED DECEMBER 31, 2008
{¥¥ith Comparative Figures for the Year Ended December 31, 2007)

EXHIBIT-B

2008 2007
INCOME
Interest an Loans and Receivables P 65,854,167 F 61176948
f3ain an Sale of Non-Financial Asset 2,629 90 1,794 325
Recovery on charged - off asset 233,857 118,203
Other Income 24,618,165 26 474 280
Total Income 93,348,099 29 561,756
EXPENSES
Compensation and Fringe Benefits 33,352,036 20,032 581
Interast Expense 22182714 24 272 284
Provision for Credit Logses 1,843,030 6,111,948
Depreciation and Amaortization 4,912 945 4 704,304
[nsurance 1,348,642 1,373,551
Management and other Prcfessional Fee 41,000 43,851
Taxes and Licenses 1,047,767 1,245 B8
Litigation/4ssets Acquired Expenses 244,815 -
Supervision Fae 95138 91,118
Fines, Penalties and Other Charges 1,440 76,418
Qther Expenses {Schedule 1) 21,776,071 18,639,502
Total 86,845,660 86651410
Met Profit Before Income Tax 6,500 431 2.910.345
Less: Provision for Incoms Tax 709,683 934,543
NET PROFIT (Note 13) P 5700,738 P 1,875 802

{5ee accompanying notes to financial statements)



MALLIG PLAINS RURAL BANK {ISABELA}, INC,

STATEMENT OF CASH FLOWS

FCR THE YEAR ENDED DECEMBER 31, 2008
{With Comparative Figures for the Year Endad December 31, 2007}

EXHIBIT-C

2008 2007
Cash flows from operating activities:
Net profit before income tax P 550041 P 2,010 348
Adjustment for depreciation and amortization 4,912,949 4 704,304
Qperating profit before working capital changes 11,413,380 7 614 850
{Increase) decrease in:
Loans and Receivables- net {5,966, 784) {6.541.676)
Real and other properties acquired- net {643,981) 2,725,569
Other assets- net {191,181} {265,066}
Investment in Bonds and Other Debt Instruments 229,500
Increase [decreasaj in:
Deposit liabiiities 27,789,344 33,581,941
Bills payable {13,356,738) {10,974,747)
Accrued interest, taxes and other liabilities {248 224) 122,272
Deferred credit {587, 130) 1,844 517
Cther Liabilities {9,362 438) (1,064,916}
Cash generated from operations 8,875,768 24 551 544
income taxes paid {686,117) {646,277}
Met cash provided by {used in} operations 8,189,651 24,005, 267
Cash used in investing Activities:
Acquisition of fixed assets {4,816,873) (6,230,473}
Cash flow from financing activities:
Additional issug of share capita 8,608,100 5,000,000
Prior period adjustments {10,423,008) 3,074,913
Nel cash provided by (used in) financing activities {1,814,508) 807493
Net increase (decreasea) in cash on hand and in banks 1,557.869 25 BA% 708
Cash on hand and in banks - beginning 60,553 031 34708323
£ash on hand and in banks - end p 62116900 P 80,558,031

{5ee accompanying notes to financial statements)



MALLIG PLAINS RURAL BANK (ISABELA), INC.

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2008
{With Comparative Figures for the Year Ended December 31, 2007)

SHARE CAPITAL {subscribed and cutstanding)
Qrdinary at P100 par value
Beginning
|ssued during the year
December 31,
Total Share Capitat , December 31

SURPLUS
Free - January 1
Reserve - January 1
Total surplus - January 1
Add - net profit for the year

Prior period adjustments

Total Surplus, December
TOTAL EQUITY, Dacember 31

EXHIBIT-D

2008 2007

35661404 P 30,661,404

8,608,100 5 £100 000
44,269 504 35,661 404
44,268,504 35,661 404
15,000,446 12,275,230
15,125,535 14,177 300
30,224,981 26,452 630

5,790,738 1,975,803
{9,758 476) 1,796 548
26,257,243 30,224,981
70526747 I 65 886 385

Al



SCHEDULE - 1

MALLIG PLAINS RURAL BANK {ISABELA), INC.
SCHEDULE OF OTHER EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2006
{With Comparative Figures for the Year Ended Becember 31, 2007)

OTHER EXPENSES: 2008 2007
Travelling Expenses P 5684960 P 4 809,332
Security, Clerical, Mass. & Jan, Services 2,586,812 1,962,013
Rani 2,026,000 1,474 600
Fug! and Lubricants 1,938,048 1737 229
Stationery and Supplies Usad 1,736,795 1,555 808
Power, Light and Water 1,398,636 1,464,977
Postage, Telephane, Cables & Telegrams 1,152,307 1149572
Representation and Entertainment 508,172 45 076
Documentary Stamps Lised 462,207 333,454
Repairs and Maintenance 361,171 280,011
information and Technology 153,903 102,423
Donations and CharitableContributions 91,594 73,866
Periodicats and Magazines 86,976 88,765
Membership Fees ang Bues 12,000 25,000
Other - Misceflanegus 2,582 466 A 827 236

TOTAL { To Exhibit- B )

o

2,776,071 P 19,639,502
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MALLIG PLAINS RURAL BANK {ISABELA), INC.

SCHEDULE OF OTHER EXPENSES

FOR THE YEAR ENDED DECEMBER 3, 2008
[With Comparative Figures for the Year Ended December 34, 2007)

OTHER EXPENSES:

Travelling Expenses

Securly, Clerical, Mess. & Jan Services
Rant

Fuel and Lubricants

Stationery and Supplies Used

Pawer, Licht and Water

Postage, Telephone, Cables § Telegrams
Representation and Entertainment
Documentary Stamps Used

Repairs and Maintenance

Information and Technology

Donations and CharitableContributians
Penadicals and Magazines

Membership Fees ang Dues

Cther - Miscellaneays

TOTAL { To Exhibit- B )

SCHEDULE - 1

2008 2007
5684980 P 4,809,332
2,886,812 1,962,013
2,020,000 1474600
1,938,048 1,737,229
1,736,799 1,555,808
1,398,636 1464977
1,152,307 1,149 672

908,172 945,076
462,207 333494
361,171 290,011
153,903 102,423
91,594 73,866
86,976 88,765
12,000 25,000
2,882,466 3,627,236
77601 P 19,639,502
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NOTES TO THE FINANCIAL STATEMENTS

1. Corporate Information

The Mallig Plains Rural Bank (Isabela), Inc. was organized on January 23, 1970 as a
stock Corporation. The Rural Bank's objectives are to carry and engage in the business
of extending rural credit to the farmers and tenants and to deserving rural industries or
enterprises and to transact all business which may legally be had or done by Rural
Banks organized under and in aceordance with the Rural Bank's Act. The principal office
of the bank is at Centro, Mallig, Isabela, Philippines,

The Securities and Exchange Commission had approved the amendment of the Rural
Bank’s Articles of Incorporation on varicus stages and dates increasing its capital to
F80,000,000.00 divided into 600,000 ordinary shares and 200,000 preference shares
which further divided into 100,000 preference A share and 100,000 preference B share
all with a par value of P100 per share. On April 13, 1994 the Securities and Exchange
Commissicn approved the changed of its name from Rural Bank of Mallig (Isabela), Inc
ta Mallig Plains Rural Bank {Isabela} Inc. The merger of the Rural Bank of Quezon
(Isabela), Inc to Mallig Plains Rural Bank {Isabela), Inc was approved by the Securities
and Exchange Commission on April 27, 1999.0n 3uly 9, 2004 the Rural Bank increased
its Bank Directors from five (5) to seven (7) and was approved by the Securities and
Exchange Commission as well,

2. Summary of Significant Accounting Principles

The principal accounting policies adopted in preparing the financial statements of the
Mallig Piains Rural Bank of Mallig (Isabela), Inc. are as follows:

Basis of Preparation

The accompanying financial statements have been prepared in compliance with the
accounting principles generally accepted in the Philippines under the historical cost
convention as set forth in the Philipping Financial Reporting Standards (PFRS).
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third party and historical experience.

» Estimation of Useful Lives of Property and Equipment
Useful tives of property and equipment are estimated based on the period over
which these assets are expected to be available for use. Any reduction in the
estimated useful lives of property and equipment would increase the CcOMpany’s
recorded expenses and decreases property and equipment.

» Estimation of Asset Impairmeant
Impairment review is performed when certain impairment indicators are present.
Determining fair value of the assets requires estimation of cash flows expected
to be generated from the continued use ang ultimate disposition of such assets.

Reporting Currency

The financial statements are stated in the Philippine Peso.

' New and Revised Accounting Standards Effective January 1, 2005

New and revised accounting standards based on revised IAS referred to as Philippine
Accounting Standard (PAS), became effective in 2005 to complete the Philipping
Wransition to International-based Accounting Standards. The company adopted the
following new and revised accounting standards:

; i.;










































