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ANDRES R. CABUYADAO PRC/BOA Reg. No. 0457
CERTIMED PURLIC ACCOUNTANT BSP accrediation
Board No, 28272 MB Res. No. 1187
City Roac, Centro East, Sartiago Chy Ted No, (078) 882-8558 or 882-5385
THE BOARD OF DIRECTORS

Mailig Plaine Rural Bank (Isabela), Inc.
Centro, Mallig, Isabela

| have sudited the accompanying Statement of Financial Condition of Malllg
Plains Rural Bank (lsabela), Inc., &3 of December 31, 2005 and 2004, the related
Statement of Income and Expenses and Statement of Cash Flows for the years
thon ended.  These financial slutwments are the responsibity of the bank
management. My rasponsibility (s to express an opinion on these financial
statements based on My sudits

| have conducted my audits In accordance with generwlly uccepted auditing
standards. Those standards require that | plan and perform the audit to oblain
Iwayonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a tes! basis, evidence supporting
the amounts in the finencial statements, An audit also Includes assessing the
accounting principles used and significart estimates made by manegement. as
well as evaiusting the overall financial statement presentation | believe thet my
audita provide a reasonable baais for my opinion,

In my opinion, the financiel statements referred 1o above presant fairity in all
material respects, the financial position of Malllg Plains Rural Bank (Isabela),
Inc., a8 of December 31, 2005 and 2004, the resulls of Its operations and cash
flows for the years then ended in conformity with generally mocepted accounting
principles.

Februmry 18, 2008
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EXHISIT A
MALLIG PLAINS RURAL BANK (ISABELA), INC,
STATEMENT OF FINANCIAL CONDITION
As of Decembar 31, 2005
(With comparative figures for the year 2004)
2005 2004
ASSETS
Cash and Deposits (n Banka (Note 3) P 41786081 P 39,528,040
Loans and Discounts- net (Note 2) 285,575,042 256,487 688
Investments In Bonds and Other Debt Instruments 229,500 228,500
Bank Premisss, Furniture, Fixture & Equipment. net (note 4) 26,184 150 22,883,820
Real & Other Properties Owned or Acquired- net 17,216,181 17,278 852
Other Asats (Nute 5) 8,782,470 8,033,683
TOTAL ASSETS P m,mi:m B 34442 383
LIABILITIES AND STOCKHOLDERS EQUITY
Liabifities
Daposit Liabilties (Note 6) P 180152733 P 171383275
Blilis Payable (Note 2) 118,245,082 89,236,892
Due to Local Bankg 1487 1,487
Accrued Interests, Taxes, Fringe Benefts ang Other Expenses 10,802, AA9 0,863,878
Oue to Baihu Sentral ng Mipinas 100,246 100,246
Due to Philippine Crop Ineursnce Comoraon (PCIC) 1,516,755 1,518,756
Unearned Income and Othar Deferred Cradits (Note 7 7,280,567 6,038,610
Other Liabiities (Note §) & W\ U?Hf 8,376,140 65,683,238
TOTAL LIABILITIES -w'_'; i “E;l ;& 327655679 204,534 284
£ .

Stockholders' Equity (Nota 9) E‘“ - ]
Capital Stook = . 32,020,000 31,688,000
Surplus Free P - 1,360,618 11,676,827
Surplus Resarve KT §,828,049 5,628,172
TOTAL STOCKHOLDERS' EQUITY b 5208685 13,888,066
TOTAL LIABILITIES & STOCKHOLDERS' EQUITY P MOTOAML P 34422389
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EXHIBIT 8
MALLIG PLAINS RURAL BANK (ISABELA), INC.
STATEMENT OF INCOME AND EXPENSES
For the Year Ended December 31, 2005
(With comparative figures for the ywar 2004)
2005 2004
GROSS INCOME:
Interest an Loans P 53950812 P 51472088
Service Charges 22771815 17,429 815
Interest on Bank Deposits 393,717 324,203
intarest on [nvestrnent 181,829 130,149
Other Income 1,207,770 2,160,168
Total Gross Income 78,524 843 71,534,450
OPMERATING EXPENSES:
Companeation and Other Mringa Banefits 26,7382 22,448 757
Inares! Expenss 22,591,213 23,697,738
Depreciaon and Amortization (Note 4) 4,385,778 4,073,857
Doubtful Account Expense 2,550,338 - 1,224 363
Insurance Expense (Note 4) 1,286 248 1,354,022
| ibgalisi » Aueat Agqulrod B2k, 130,038
Taxes and Licenses 554,528 507 618
Banking Fees 78,338 -
Fines, Penalfes and Other Charges ,{\1“'?#;{- 7,050 1,803
Other Expenses i Q} 17,847,687 16,353,034
Total = KELENED 4 7o sraou £9,790,831
INCOME FROM OPeraTioN &5 '"HLb L fuine 3

OTHERCREDTS (Nots 11) g

NET INCOME BEFORE INCOME TAX ¥4,
PROVISION FOR INCOME TAX b

NET INCOME AFTER INGOMF TAX [Note 10)

(Bee soccompanyng notes ko Arancial slatemanty]
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NOTES TO FINANCIAL STATEMENTS
1. Bummary of Significant Accounting Policles

The sccounting and reporting of the Mallig Plains Rural Barw (lsabela), Inc.
conforms with tha ganarally accepted accounting principies and with the accounting
and reporting guidelinas prescribed by the banking regulatory bodies. Presentad
Lélew drs tha signfioant pollcior applied In the praperatinn nf the finsnnial
statemants

L] f )]

Loans ars stated at groas reduced by an allowance for probable Icsses.
Unoarnod dicoount |e recognized at income cver the term of the loan using the
sccrual method. The allowance for probable (osses (specific) is the estimated
amourt of losses in the bank's lcan portiolic based on the evaluation of the
colisetibility of the lcans and pror loan-oss experiences. The aliowance for
probable |cssas general is equivalet to 1% of the outstarcling balance of
unciassifiad loans axcept for restructured icans which was provided 5% allowance
for probable icsses. In mccordanca with the BEP Circular No. 313 Series of 2001.
Loans Are writtan-off from allowance for probable loss when management belleves
that the collactibility of the prncipal is unlikely.

Iovestmant n Bonds wd ottwe Dbl il utsle

inveatmant in bands and athar dabt inatrumanta ara aiatar at cost adjusted
for discounts or premium to pariodic amortization charges or credits 10 income

Bank Premises, Fumityre, Fixtures and Equipment

Buliding Including leasahold improvement, transportation. furniture, fixtures
and aquipment are recorded at cost less accumulated depreciation. Daepreciation Is
computed using the straightine method over tha estimated useful Ifa of the related
aseets, as follows:

Ciassification - Estimated ussful lives
Land N/A
Bullging 20 yesars
Appraleal incremant Fully depreciatad
Leasehold improvemants, nat 6 yaars
Furniture, Fixtures and sauipmant 2105 ybirs

—L[Rnsportaton equipmant 21to & years

Assets acquired are recorded at the lower of the balance of tote! | -
BXDOEU® OF BPPraised value. Any sxcess of the loan balance over tha aporaised
vaiue not recoverable from the borrower is charged to operations.
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Under axisting BSP regulationa, allowanoce for probable ioases is provided on
the property heid In excess of five (5) years 1o cover any deteriorstion in the
estimated reallzable valua,

2. Disclosure Requirements under Clroular No. 212

Foliowing are the additional disciosure requirements pursuani to Monetary
Board Resoiution No. 1381 Gircular No, 212 dated Qotober 1, 1098

a) Basioc Quantitative Indicatora of Financlal Performance

s 2008 2004
Ratum on Average Assets 1% 1
Retum on Average Equity 7% 4%

et interest Margin 11% 10%

The financial performance indicators of the Bank are sound though there are
fome areas that can bs developed In the normal course of the business but
necess!taies supervisory attention,

b) Capitai-to-risk msaets ratio under Section 22 of R.A. No, 337 |s 18%
(2004 = 16%). Capital is adequate to sbsorh any impaiment of the risk assets.

¢) Breakdown of Loan Portfolio

a._As to type of loans
Loans and Restuotred
Discouns Agticultural loans Tewl
2004
Current Loana PO BEMBE14 P 134835348 P 15808018 P 238857878
2as due loang 18,281,504 22,064,145 1507 AT1 40,543,211

337,540 4144 027

4482487

Alowancs b srobable Ioases 24 215887
Ne! joan protiolio, 2004 P 250,487,588
2005
Cumentioans P 1053168486 P 153137448 P 1 2881914 P 271,138,008
Past due ioans 14,829,141 18,908 Add 1,828,747 35,754,538
Under iifgslion 839,230 4,318,880 483,000 5,450,608
ot losn poriolo P 1 P {7T8482788 P 15,003,881 312,341,448

Net loan portiolio, 2006 ‘ “F 288875847

. B2
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Loans and discount compose of microfinance, commercial and fringe benefits
loans. Fringe benefits loans are extended 1o oMcers and empioyees Under the
Fringe Benefita Program of tha Bank.

Agricultural loans are 58% (2004 - 57%) of the total loan portfolio.

b. Asto type of security

i Sscurad Unsecursd Tosl
Current loens P 148,451,123 P 88,208,754 P 235857878
Past dus loana 23 992,485 18,550,724 40,843,211
Unoer Mgaton 4 482 487 . 4,482,487

T otal loan porfolio P """'m&nr‘s P 102767 480 280,083,558

Alowanoe for probable fosses 24215887

Net loan porfiolie, 2004 P 258487 gas

2008
Cument lcara P 185,101,180 P 106,034,245 P 271136008
Masl Jiew |vaw B0, et B D) 13, 00=%,08T Q0,7 0%, oy
Under litgation 4,811,889 830,239 5,450,908

Totsl [oan portioiic P 180,383,077 P 121978371 312,341 448

Nlowance for probable (osses 26,765,508

Nat ioan portiolio, 2008 P 286,575,042

- TS T, T

Tha general loan |oss provision for the period Is P2,823,876 while that of the
specific loan ioss provisien amourted to P23,841,527

I @ ratio of the total of past due (oans and ltems under [itigation to tote! loan
portfolic Is 13% (2004 - 16%), which is within the industry average GSecured ioans
are 61% (2004 - 67%) of the total portfolio, P340,000 (2004 - P440,000) of which,
18% (2004 - . 24%) represanis sacursd loans from DOSRI.

d) Aggregate ameunt of secured liabliities and assels piadge as securily

As of Uscember 31, bilis payable amounted to P118,245,082 (2004 ~
PRR,236,878). Bills payable to Bangko Sentral ng Pilipinas (BSP), Land Bank of the
Philippines (LBP), Development Bank of the Philippines (DBP), Nationa! Livellnood
Support Fund (NLSF), Pecpie's Credit and Finance Corporation - Investment &
Institutional Loans aggregating to P118,245,082 (2004- P48,235855) are securad
by ioans and discounts amounting to P137,926,128.78,

The risk-based capital adequacy ratio of 14.83% (2004- 18.14%) sxceeden
the prescribed minimum amount aa par R8P Quitielines.
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The oconcentration of credit 3¢ to Industry/sconemic sector whoro
concantration s sald to exist when total loan exposures to a particulsr
industry/economic sector exceeds 30% of the total loan portfalio Includes sgricultural
sacior, P180,740,677.49 (61%) and wholesaling, retaling and personal services
sactor,P120,301 884,64 (39%).

&) Accounting Policies

The more significant accounting palicies are provided In nota 1.

3. Cash and Deposits in Banks

The account at Decamber 31 consists of the following:

e 2005 _2004
Cash and Other Cash keme P §802,101 P 0454148
Dus from Banko Sentral 1,077,881 1,828,808
_Dus fron Other Banks 33,888, 1 31
Total 1P ' 80,820 040

4. Bank Premises, Fumiturs, Fixtures and Equipment
Detalls of the individual account aa of Decamber 31 are as follows:

2008 2004 _
Cost at December 31

Land P 7071847 P 8844447
Buiding 18,854 837 18,150 560
Appralsal Increment 131,000 121,000
Leasehold Improvemants 071 874 886,322
Fumniture, fxtures and equipment 14380 412 14,105,494
8.51087 7835260
Total 51,861,043 48,142,113
_Accumulated Depreciation (25,798 883) (23,268 483)
Net book vaiue at December 31 P__26184 150 P__22883820

n_and amortization charged 1o Operations during the vear
amounted to P4,355,778 (2004 - P4,073,687), Accumulated depreciation to
Fumiture, Fixtures and Equipment corresponding to Equipments granted by the
Department of Agrarian Reform amounting to P83,842 ware charged to surpius free
since thess are non-depreciable assets they will be retumned to the Department of
Agriculture after the term of the program. The Funiturs, Fixtures and Equipment of
P484,000 was also reclassified into other assets because they are part of the grant
given by Department of Agrarian Reform.
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Of the fotal book value at Decembar 34, 2008, P22,205,768 (85%) (2004~
P18,648 542 (85%) I8 covered by Insurance,

5. Othar Assets, net
Includad In this accounts are the follows:

2006 2004
 Accounts Recelvable - nat P 141262 P 787322
FX Curency notes and colna on hand . 21,247
Prepaid Expenses 588 848 586472
_Others 8,062.370 8.668 842

P 8 70 P B.033,683

As steted In nntm 4 P4R4 000 of tha other assets — other came from the
Furniture, Fixtures and Equipment grantad by the Department of Agrarian Reform.

8. Depoalt Liabilities
The account at Decamber 31 consists of the following;

2008 _2004
S8avings Deposit P 185,108,086 P 144 803,607
Time Depasit ﬁ.ﬂﬁ%ﬁL._% 2
Total P'mn,m, a3 P__171383.278

7. Unearned Income and Other Deferred Credits

This sooount repressnts Interest on losns deducted In advance. A t8st on the
propriety of the uneamaed interest discounts on the Interest Income transactions wae

detarmined on a monthly basls.
8. Othar Liabllities
The sccount st December 31 consists of the following:
2005 2004
Accounts Payable P 72849368 P 8,078,707
income Tax Payable 484 884 16,083

1,858,540 597,866
Total P_8.376.140 p__£.683 238
Part of the gram of Naparimant of Agrarian Reform amounting to P7:35,000

Was recognized as Other Liabiities ~ omers since the contract provides that the
m“hhmlwmmw.

- L
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§. Stockholders' Equity
The net worth of the Bank at December 31 consists of the following:

2005 2004
Capital Gtock
Prefermed Stock P 2,020,000 P 1585000
Common Siock - 30,000,000 30000000 _
Total 32,020,000 21,585,000
Surpius
Surplus free P 11380818 P 11878027
_%'m 9828040 6626172
—lotal 21,188,065 19903088
63 ] 4% 888 08

The bank was authorized in 2004 to ssue 100,000 preferred B shares with @
par vaive of P100.00 of which P2,020,000 was paid. Consequently, a restriction in
the surpius free amounting to P2,020,000 waa provided. The board of directora
- oo nEuF:r:'bmm in aetting up the sinking fund which has an outsturding Lelar e

The Bank has a sinking fund under the Surpiusreserves account to finance
Its non-contributory bansfits plan for employees’ retirement. As of December 31,
2006, the fund has acoumulated to P7,522,772 but the related investrmeant Included
under the other aseets is only P8,654 584,

10. Incoma from Oparations

The not Income for the year amounted to P2,923,223 (2004 -
P2,167,740.28)) of which 80% (2004 = 73%) comes from Intsrest, and 31% (2004 -
27%) s o8 from service charpea/fees and other sources

11. Nen Operational Receipt

To Improve the productivity and incoma of the Agrarian Reform Beneficiaries
(ARBa) the Department of Agrarian Reform and People's Credit and Finance
Cerporation gave a grant to the Mallig Piaine Rural Bank Inc. in the amount of nine
hundred seventy nine thousand (PS78,000) pesos. The grant was provided ©
L‘.I’MR.A. ml;u "ARCa Microfinance Solutions” (MICROSOL) as one of the mandates

12. There are no othar |iabllities or gain or Ioss contingancies that are required to ba
acorued or disciosed by statement of ﬂmmrnng standards no. 10/1A8 10,

&
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svenis sftar the balance shest date.




