Republic of the Philippines
COMMISSION ON AUDIT
Commonweaith Ave., Quezon City
CORPORATE GOVERNMENT SECTOR
CLUSTER 2 - SOCIAL SECURITY AND HOUSING

INDEPENDENT AUDITOR'S REPORT

The Board of Directors

Social Housing Finance Corporation
Banco de Oro Plaza

8737 Paseo de Roxas, Makati City

We have audited the accompanying financial statements of Social Housing Finance
Corporation, a wholly-owned subsidiary of the National Home Mortgage Finance
Corporation, which comprise the balance sheet as at December 31, 2012, and the
statement of income and axpenses, statement of changes in equity and statement of
cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Management's Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express an opinion on thasa financial statemants based on our
audit. We conductad our audit in accordance with interationat Standards on Auditing.
Those standards require that we comply with athical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free
from matarial misstatement.

An audit involves performing procedures to obiain audit avidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessmaent of the risks of material missiatement of the
financial statemants, whether due to fraud or error. In making those risk assassments,
the auditor considers internal control ralavant to the entity's preparation and fair
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
effactivenass of the entity’s internal control. An audit also. includes evaluating the
appropriatenass of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
financial statements. -




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

Bases for Qualified Opinion

As discussed in Observation No. 1, the genaral ledger balancas of Loan Instaliment
Receivable and Items in Litigation accounts differ by P414.283 million with the ioial
balance of member-beneficiaries subsidiary ledgers aggregate balance consisting of a
total positive variance of P2.85 billion and a total negative variance of P1.85 billion, thus
creating doubt on the validity of the account balances as at year-end. .

Likewise, as discussed in Obsgervation No. 2, the temporary distribution of the current
year's balance of Undistributed Collections account at year-end and derecagnition_of the
distribution made at the beginning of the year in the amount of P94.460 million cast
doubt on the accuracy of the balance of Loan Installment Recoeivable and the other
affacted accounts. The undistributed collactions for CYs 2008 to 2011 totaling P206.397
million have not moved and remainad not posted in the member-beneficiaries subsidiary
ladgers.

Qpinion

In our opinion, except for the possible effacts of the matters described in the Bases for
Qualifiad Opinion paragraph, the financial statements present faiy, in all material
respects, the financial position of Social Housing Finance Corporation as at December
31, 2012, and of its financial performance and its cash flows for the year than ended in
accordance with state accounting principles.

a4 QuieTA

June 26, 2013




SOCIAL HOUSING FINANCE CORPORATION
{A Wholly - owned Subsidiary of the National Home Mortgage Finance Corporation)
BALANCE SHEET

DECEMBER 31, 2012

{in Philippine Peso)

20%1
Note 2012 (A& Restated)
ASSETS -
Current Assets
Cash 4 2136,275,531 1,049,821,780
Raceivables 5 64,531,724 61,865 801
Other current assets 6 5,382 913 5,325 482
2.,206,200,168 1,117,013,083
Aggets Hald In Trust
National Home Montgage Finance Corporation 7 8,9683,144,762 8,755,684,247
Abot-Kaya Pabahay Fund 7 547 761,311 554 440,680
9,530,808,073 9,310,124 807
Non-current Assets
Long-term receivables 8 30,488,402 29,4687 733
Property and equipment 9 197,686,383 200,254 029
228 154,785 228,721,762
TOTAL ASSETS 11,266,261,026 10,666,859,732
LIABILITIES AND EQUITY
Cutrent Liabilities
Payablas 10 683,778,928 701,509,323
inter-agency payablas 11 34,826,104 34,742,729
Othar current liabilities 12 479,639,211 304,746,715
1,198,244 241 1,041,088,767
Leng-term Liabilities
Othar long-term liabilities 13 135,873,345 145,177,812
Trust Liabilities
National Home Mortgage Finance Corporation 14 9.843.069,114 8,584,080,784
Abot-Kaya Pabahay Fund 15 547,761,311 554,440,660
10,380,830,425 9,148 521,444
TOTAL LIABILITIES 11,724.846.011 10,334,788,023
EGUITY 240,313,018 322,071,709
TOTAL LIABILITIES AND EQUITY . 11,066,261,026

The Notes on pages 7 to 17 form part of thase financial statements.

10,686,858,732




SOCIAL HOUSING FINANCE CORPORATION
{A Wholly - owned Subsgidiary of the National Home Mortgage Finance Corporation)
STATEMENT OF INCOME AND EXPENSES
For the Year Ended Decembaer 31, 2012
(in Philippine Peso)

2011

Note 2012 {As Restated)
INCOME
interast income on loans 238,212 480 232917642
Interest on savings deposits 67,972,682 36,132,047
Interast income on notes 12,000,000 12,000,000
Setvice faas 8,948,943 7,627,365
Miscellenaous income 92,758,346 128,560,342

419 802 461 417,246,306

EXPENSES
Pergonal Services
Salarias and wages 66,533,517 59,446 806
Other parsonnel benefits 43,248,452 43,680,287
Other compansation 35622 844 31,326,496
Personnel ba~~% contributions 3,158243 . 3,080,207

150,584,056 7 137,513,776

Maintenance and Other Operating Expanses

Loan logs 33 55,004,368 -

Profassional servicas ' 42 267,910 {/” 31,120,239
Taxas, insuranoe pramiums and other fees 25,053,046 17,129,308
Depreciation 9 13,934 177 / 13,408,927
Crigination and appraisai cost 11,203,273 18,282 776
Supplias and materials 7471126 5,560,343
Utitity 7.350.018 5,559,126
Reprasantation 6,015,693 7,089,171
Travelling 4,077,017 3,302,887
Training and seminars 3,441,104 576,085
Rent 3,438,554 4,579,491
Confidential, extraordinary and miscallanaous 3,358 473 2,379,072
Communication . 3,192,942 3,228 330
Building association duas and contribution to organization 3,126,599 2,822 996
Repairs and maintenanoce 1,033,791 817,443
Advartiging - 904,068 786,228
Printing and binding 822,537 950,621
Subsidies and donations 365,144 118.670
Subscription 133,244 126,889
Transportation and delivery 80,203 24 877
Litigation - 5170
Misgellaneous 3,424 431 2,247 213

196,608,716 121,123,073

Financial Expenses o

Intarest axpense 8,376,800 8,824,447
Bank charges 78,226 - . 74,178
Other financial chargas 1718644 /1015782

10,171,770 10,014 407
INCOME BEFORE iINCOME TAX 62,549,017 148,595,140
Provision for income tax 18,222 642 51,155,125
MET INCOME AFTER INCOME TAX 43,327,078 97,430,015

The Motes on pages 7 to 17 form part of these financial statemants.




SOCIAL HOUSING FINANCE CORPORATION
(A Whotly - owned Subsidiary of the National Home Mortgage Finance Corporation)

STATEMENT OF CHANGES IN EQUITY

For the Year Ended December 31, 2012

{In Philippine Peso)

Paid in Retained
Capital Earnings Total
(Note 1€) {Note 18) Equity

Balance at December 31, 2010 10,000,000 229,340,665 239,340,665
Dividends paid - (53,768,141) (53,768,141)
Prior period adjustment - 39,060,170 39,060,170
Net income, as restated - 97 439,015 97,439,015
Baiance at December 31, 2011 10,000,000 312,071,709 322,071,708
Balance at December 31, 2011, as restated 10,000,000 312,071,709 322,071,709
Dividends paid - (74,174 928) (74,174,528)
Net income - 43,327,075 43,327,075
Prior period adjusiment - {50,810,841) {50.910,841)
Balance at December 31, 2012 10,000,000 230,313,015 240,313,015

The Notes on pages 7 to 17 form part of these financial statements.




SOCIAL HOUSING FINANCE CORPORATION
(A Wholly - owned Subsidiary of the National Home Mortgage Finance Corpovation)

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2012
{In Phitippine Paso)
Note 2012 2011
CASH FLOWS FROM OPERAYING ACTIVITIES
Amortization collections from borrowers 582 987,647 700,345,674
Subsidy income
Recaipt of Community Mortgage Program fund
transfarred from NHMFC 1,250,000,000 462,140,244
Other income
Recaipts of interests from deposits 65,256,827 33,497 327
Receipts of interests on notes 12,000,000 12,000,000
Service fea income 8,948,843 7,627,365
Miscellanaous income 2,085,225 4,067,934
Insurance prepaymants 2,935,650 15,249 851
Other racaipts
Other receipts 46,260,486 45,665,251
Racaipts of interest on investments 2,033,764 414,345
Cash paid for loan take-outs, eamployaas and suppliers {865,146,740) (1,042,754,611)
Net Cash Provided By Operating Activities 1,107,342,812 238,273,380
CASH FLOWS FROM INVESTING ACTIVITIES
Leagehold improvements (703,544) (314,687)
Purchase/construction of building/equipment/fumitures
and fixtures (451,833) (1,133,812)
Purchase of office aquipment, IT equipment and office
furniture and fixtures (5,667 .897) (1,429,940
Purchase of transportation equipment (6,921,450) -
Paymant of amortization of office building {7,144,537) (8,596,980}
Net Cagh Used In Investing Activities (20,889,061) (9,475,428)
Net increase in cash 1,088,453,751 228,797 652
Cash at baginning of year 1,049.821,780 821,023,828
CASH AT END OF YEAR 4 2,136,275,631 1,049,821,780

The Notes on pages 7 to 17 form part of thase financial stataments.




SOCIAL HOUSING FINANCE CORPORATION
(A Wholiy-owned Subsidiary of the National Home Mortgage Finance Corporation)
NOTES TO FINANCIAL STATEMENTS
(All amounts in Philippine Peso unless otherwise stated)

1. GENERAL INFORMATION

On January 20, 2004, Executive Order No. 272 was signed and approved by the
Prasident of the Republic of the Philippines authorizing the National Home Mortgage
Finance Corporation (NHMFC) to organize and establish the Social Housing Finance
Corporation (SHFC), as a wholly-owned subsidiary, formed in accordance with the
Corporation Code and pertinent ruies and regulations issued by the Securities and
Exchange Commission (SEC). SHFC has haen formatly organized and astablished on
June 21, 2005 with the issuance of the Certificate of Incorporation under SEC No. CS
200510702.

As a wholly-owned subsidiary of NHMFC, SHFC wasg created primarily to be the lead
agency to undertake social housing programs that will cater to the formal and informal
sectors in the low-income bracket and shail take charge of developing and administering
social housing program schemes, particularly the Community Mortgage Program (CMP)
and the Amortization Support and Developmental Financing Programs of the Abot-Kaya
Pabahay Fund (AKPF).

Presently, SHFC is meraly a trustee of the transferred CMP funds and assets. The
NHMFC remains in control of the affairs of SHFC and did not abandon its obligation to
use its ownership under a trust ralationship having retained its full ownership over the
subject funds.

The governing board of SHFC which exercises corporate powers and determings its
policias is composed of the following: (a) the Chairman of Housing Urban Deveiopment
Coordinating Council; (b) the President of SHFC; (¢) the Secretary of Department of
Budget and Management; (d) the National Treasurer and Undersecretary of Department
of Finance; (e) the Assistant Governor of Bangko Sentral ng Pilipinas; (f) the President of
National Home Mortgage Finance Corporation; (g) the Undersecretary of Department of
interior and Local Government; and (h) threa private sector represantatives.

The President is assisted in the management of the Corporation by the Executive Vice-
Prasident, five Vica-Presidents, two Officer-in-Charge and fourteen Department
Managars. The personnel complement for current year 2012 is 308, with 177 regular and
131 agency-hired employees.

The registered office of the Corporation is located at the Banco De Qro Plaza, 8737
Paseo de Roxas, Makati City. The Corporation operates within the Philippinas.

2. BASIS OF FINANCIAL STATEMENTS PREPARATION

The accompanying financial reports and statements are preparad in accordance with the
state accounting principles.




3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
31 Accounfing system

The SHFC uses the commercial accounting system. Under this system, recording of
financial transactions is centralized in the Finance and Controflership Department (FCD).
The Corporate chart of accounts is prepared to conform to the accounts prescribed
under COA Circular No. 2004-002 dated Aprii 29, 2004.

3.2 Accounting basis

The SHFC adopts the accrual basis of accounting. The effects of transactions and
events on assets and liabilities are recognized and reported in the financial statements in
the period to which they relate.

3.3 Allowance for probable loss |

Aliowance for probable loss is set up to absorb potentially uncollectible receivables
associated with CMP portfolio.

The Board of Directors, in its Resolution No. 328, Saries of 2013, approved the policy
antitled “Adoption of the Policy on Loan Loss Provisioning, With Prescribed Rates,
Reserve, Write-off and Accounting Thereof”, to wit:

a. For Loan Instaliment Receivable, loan loss provigioning rates are:
‘ Loan Classification Loan Loss Rates
Current 25%
Current — Restructured 25 %
Past Due
>3 — 12 months ) .50 %
>1 year — 3 years 15%
Qver 3 yaars 1.00 %
b. For ltems in Litigation (IL), provision for losses is at five per cant.

34 Property and equipment

In adhaerence (o the New Government Accounting System, SHFC uses the straight line
method of depreciation wharain a residual value equivalent to ten par cent of the cost is
applied. Proparty and equipment are carried at cost less accumulated depreciation.
Significant improvements and accessories are capitalized, while the cost of maintenancs
and repairs is treated as expense.

35 Inventories

Supplies and materials purchased for inventory purposes are recorded using the
Perpetual Inventory System. The costs of ending inventory of offics supplies and
materials and other inventory items are computed using the moving average meathod.




Inventories are reclassified to expense upon issuance thereof and recorded based on
the Report of Supplies and Materials Issued. '

4, CASH

This account consists of the following:

2012 2011
Cash in bank - time deposit 2,055 663,287 945 745,339
Cash in bank - current account 73,176,536 98,899,580
Cash collecting officers 6,741,642 4,640,481
Revolving fund 674,066 536,370

2,136,275,531 1,049,621,780

4.1 Cash on Hand

Cash on hand represents collection of cash coilecting officers and supervising tellers,
and Revolving fund astablished at the Head Office and Regional/Satellite Offices to
defray immediate or emeargency minimal expenses.

4.2 Cash in Bank

This account consists of the following:

a. Funds deposited with governmant banks for payroll, corporate operating funds

and take-out funds.

b. Cash in banks eams interest at prevailing interest rates of 0.5 per cent per
annum for savings account and 3.65625 per cent to 4.6875 per cent per annum for time

deposit.

5. RECEIVABLES

This account consists of the following:

2012 2011

Due from NHMFC *" 59,342 196 55,948,991
Due from AKPF *# 2,219,613 2,637,221
Accounts recaivable — investmeant 2,086,791 2,033,765
Due from HUDCC *¥ ‘ 452,945 950,458
Dus from Social Securifty System (SSS) 181,359 165,684
Due from officars and employaas 16,845 78,731
Accounts recaivabla — othars 211,975 41,951

64,531,724 61,866,801




5.1 Due from NHMFC inciudes the CMP amortization payments and other nature of
receipts collected by NHMFC for the account of SHFC. This also comprised the
management fee computed pursuant to Section VI of the Trust Agreement entered into
by and between NHMFC (Trustor) and SHFC (Trustee) which provides the Trustes a
compensation consisting of: 1) ten per cent of total collection on a monthly basis; 2)
actuai cost of pre and take-out operations plus 15 per cent from October 2005 to July
2006 only.

52 Due from AKPF refers to the accumulated Personal Services and other
administrative expenses of the fund advanced by SHFC during the year inciuding
pravious years.

53 Due from HUDCC represents the total advances made by SHFC for the account
of the Office of Housing and Urban Development Coordinating Council (HUDCC)
pertaining to office building speciai assessments and other administrative axpenses.

6. OTHER CURRENT ASSETS

This account consists of the following:

2012 2011
Office and other supplies inventory 3,570,045 3,430,857
Prapaid ingurance 1,152,507 1,285,764
Guaranty deposits 670,361 598,861

5,382,913 5,325,482

7. ASSETS HELD IN TRUST

This account represents the balances of CMP related general ledger accounts
transferred from NHMFC to SHFC pertaining to projects taken-out from 1894 to
September 30, 2005 including the AKPF which are administered by the SHFC by virtue
of Exacutive Order No. 272, details as follows:

2012

2041

NHMEC
Loan instalimant receivables — current
Past due loan installment racaivablas ~%

Notes receivable - National Housing
Authority (NHA) ™Y

Insurance receivables
items in litigation "¥

Unamortized mortgage origination
cost " ¥

7

5,174,241,081
3,371,051,300

200,000,000
207,803,742
50,925,357

34,594 575
433,095

4,909,557,113
3,371,081,200

200,000,000
187,372,410
50,925,357

36,344,972
433,095

Interest receivables

10




2012 2011

9,039,049,130 8,755,684,247
Allowance for probable loss {65,904,368) -

8,983,144,762 8,755,684,247
AKPF (Fund Balance) 547,761,311 554,440,660

9,530,906,073 9,310,124,807

71 Loan instaiiment receivables - current reprasents the amount of CMP accounts
transferred from NHMFC with cut-off date of Septembear 20, 2005 and the CMP taken-
out projects thereafter. In 2010, CMP projects taken-out from 1989 to 1993 by NHMFC
were transferrad to SHFC with a monetary consideration amounting P621 miilion
representing outstanding principal loan balances of said accounts as at December 31,
2009. This outstanding principal loan balance were based on the Community
Association’s (CAs) ledger and still subject to final adjustment upon completion of
posting based on Membar-Beneficiary (MB) ledger.

7.2 Past due loan ingtaliment receivables represents the past due portion of the
outstanding balance of CMP accounts transferred from NHMFC with cut-off date of
September 30, 2005. The outstanding balance of these CMP accounts was baged on
the CAs ledger. The CA-based ledger balances is not reflectiva of tha actual balances
of the loan, and for this reason, the build-up of database down to member-beneficiary
(MB) was undertaken with the end view of determining the correct balances of the CMP
loan portfolio and the proper classification of every account necessary for aging analysis.
In order not to complicate the data pending database development, the entire principal
portion of the loan amortization payment, upon distribution, was temporarily credited to
LIR-Current account thus the figures for Past Due LIR account in the genarai ledger
remain unchanged from the time of transfer up to the present.

7.3  Notes receivable — NHA refers to Bridge Financing Facility for the Northrail
Davelopment Project, Valenzuela Segment grantad to NHA by NHMFC at an interest
rate of six par cent per annum payable guarterty. Said receivable was transferrad and
assumad by SHFC bsing the trustes of the CMP funds and by virtue of the Trust
Agresment executed by and batween NHMFC and SHFC.

7.4 Insurance recaivables consist of the general ledger balances transferred from
NHMFC as at September 30, 2005. This is increased whenaver there is renewal of the
MRI coverage and advance payment by SHFC for qualified CAs on a yearly basis and
reduced upon collection of insurance repayments from membaear-baneficiaries which can
be determined only upon reversal/distribution of collections temporarily lodged in the
Undistributed Collactions (UC) account.

7.5 ltemns in litigation represent the outstanding balances of delinquent CAs which
has been transfaerred to the Legal Dapartment for foreclosure and with patifions aiready
fitad in court. Qutstanding batance of this account represents the original amount
transferred from NHMFC.

7.8  Unamortized mortgage origination cost refers to the unamortizad portion of the
origination and appraisal cost. It is the policy of the Corporation to capitalize the
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origination cost and amortizad it over the term of the loan which is 25 years or 300
months. However, beginning year 2011 the origination fee was ireated as an Quiright
Expense.

8. LONG-TERM RECEIVABLES

This account represents the car and calamity loans availted by SHFC officers and
employees in the amount of P25.76 million and P4.71 million, respectively or a tofal
balance of P30.47 million.

9. PROPERTY AND EQUIPMENT — NEY

This account consists of the following:.

Office and ~ Office T - Other
le‘“em'd Communi- Furniture | 'TnoROT Equipment Library Property, Office
prove- o otion and tation and Mato-  oipntand  Buildings 1O
ments Equipment rials

Equipment  Fixtures Software Equipment
Cost
Januery 1, 2011 13,730,537 8,042,162 7254998 2,025,418 20,837 410 59,026 18,743,805 184 770,000 258 283 356
Additions 722,982 706,770 896,544 7690500 1,312,943 36,792 - - 11,366,531
Dapember 31, 2041 14,453,519 8,748,932 8,151,542 18715018 21,050,353 095,818 16,743,805 184 770,000 2806820,887
Accumulated

depraciation .
January 1, 2011 4,497,500 4,382,961 2,104,203 4,779,055 9,568,105 12,788 2,467,946 30,176,741 58,000,327
L Depreciation 1,263,053 624,772 723,580 1737196 2767546 12,173 804,326 6,210,628 13,934,177

Decgmber 31, 2011 5751453 5007753 2821785 5516253 12,355,853 24969 3072271 36387368 71,043,504

Book Vaiue
Dacember 31, 2012 8,702,066 1,741,170 5,323,760 10,199,666 9,604,700 70,049 13,671,634 146,382,631 187,686,383

Book Value
Dacember 31, 2011 9,233,037 1,660,181 5,160,785 4,246,363 11,049,305 46,230 14,276,869 154,503,260 200,264,020

10. PAYABLES

This account consists of the following:

2012 2011
Accounts payable —~ MCR/Suppliers ' 683,113,513 701,369,838
Performance/bidders bonds payable 341,714 192,059
Performance warranty payable 286,273 -
Due to officers and employees 37,426 37,426
683,778,928 701,599,323

10.1 Accounts payable - Mortgage Community Recaipts (MCR) represents the
remaining 50 per cent CMP loan proceads subject for release upon compliance with the
requirements for loan take-out. The 50 per cent partial release of loan proceeds is
implemented basad on NHMFC Board approved Resolution No. 3148, series of 2001.
This account aiso includes perfected contracts with suppliers amounting to P 1.84 million.
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11. INTER - AGENCY PAYABLES

This account consists of:

2012 2011

Due to NHMFC "V 18,867,978 17,512,498

Due to BIR ¥ 11,846,299 16,314,759

Due to HUDCC 2,500,000 -

Due to Provident Fund 1,230,896 587 581

Due to SSS 157,814 133,851

Due to Pag-IBIG 147317 128,165

Due to PhilHealth 75,800 65,875
34,826,104 34,742,729

11.1  Due to NHMFC includes expenses for personai servicas, administrative and
operating expenses, retirement banefits and renewal/enroilment of CMP accounts at
Pag-IBIG Mortgage Redemption Insurance (MRI) Pool advanced by NHMFC as
providad for in the Trust Agreement.

112 Due to BIR represents the taxes withheid from payment of employees’
compensation, origination fees, honoraria, taxes withheid at source and on govarnment

money payments including the provision for corporate income tax for CY 2012.

12. OTHER CURRENT LIABILITIES

This account consists of the following:

2012 2011
Accruad axpenses payable 16,114,347 16,009,610
Other payables
Undistributed collections 206,397,241 122 587 696
Guaranty deposits payabie * 76,196,636 63,783,025
Dividends payable 74,174,928 26,884 070
Advances from borrowers © 53,985,786 31,134,709
Deferred credits * 16,583,756 14,360,441
Insurance payable ¥ 14,572,278 16,024,633
Origination fee payable " 13,872,901 11,997,719
Tax refund payable 1,334,988 1,388,704
Othar payabie - others 204 187 209 062
Othar liabilities 312,183 296,046
479,638,211 304,746,718

12.1  Other Payables include the balances of CMP related general ledger accounts
transferred from NHMFC to SHFC pertaining to projects taken-out from 1994 to
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Tef

September 30, 2005 and transactions affecting every account as a result of its
operations thereafter.

a. Undistributed coliactions (UC) — refers to un-postedfunpaid amortization
payments covering CYs 2008 to 2012 due to the following reasons:

1. Payment without abstract of collections (AOC);

2. Payments not in masterlist;

3. Un-posted collections from restructured and remedial accounts awaiting
computer program;

4. No transmittal of NHMFC collections; and

5. Unaccounted amortization payments.

For tax purpose, the 2012 unapplied amortization payments was subjected to tamporary
reversal using average historical percentages of the actual distributions made during the
year but reverted back to UC on the first transaction day of the following year where
income account shall be ciosed to prior period adjustment.

b. Guaranty deposits payable refers to the two months and six months advance
deposits required for old and new originators, respectively, pursuant to Corporate
Circular CMP No. 003, calculated based on the total monthly amortization payment plus
one year MRI pramiums. However, these deposits shall be applied to CA’s account
once the collection efficiency ratio (CER) falls betow 80 per cent but in no case such
application be made earligr than six months from take-out date,

c. Advancas from borrowers rafer to, upon distribution of amortization collections,
amortization payments made by membar-beneficiaries which are in excess of the
amount due for the current period but are not deducted from the principal balance.

d. Deferred cradits represent the principal portion of amortization payments of offica
gpaces acquired under capital lease and the total cost incurred for the renovation of
office space advanced by SHFC, all for the account of HUDCC. Once the memorandum
of agreement (MOA) is approved, this account shall be adjusted accordingty.

e. Insurance payable refers to one year insurance premium paid in advance to
SHFC by mamber-beneficiaries through CAs and accordingly remitted upon enrollment
to MRI Pooil. :

f. Origination fee payable refers to the 50 per cent origination fee retained by SHFC
panding complation of some requirements.

13. OTHER LONG -TERM LIABILITIES

This account rapresents the total long-term payable sat up partaining to the Banco de
Oro Plaza office building and other structures acquired under financing/capital lease by
SHFC from Bangko Sentral ng Pilipinas. The amount represents the acquisition cost
less the principal portion of the amortization payments.




14. TRUST LIABILITIES — NHMFC

The transfer of the CMP accounts to the SHFC was initially impiemented through
the transfer of the cash batance as at September 30, 2005 of P532 milliort-on
November 10, 2005 and the turn over of the outstanding principal loan batance of the
mortgages taken-out from 1994 onwards. The said conveyance correspondingly requires
the transfer of the general ledgar balances of certain accounts ralatad to the program. In
addition, the transfer also took into consideration the determination of that portion of the
GL balances pertaining to mortgages turned over to SHFC and to those retained by
NHMFC.

The CMP mortgages from 1989 to 1993 which were ratained by NHMFC was aventually
transferred to SHFC with a total outstanding principal loan balances (Community
Association’s Ledger level) of P621 million as at Dacember 31, 2009. This amount is
temporarily lodged to LIR-Current account pending build up of individual loan ledger and
subject to adjustment upon the determination of the actual principal loan balances
(Member-Beneficiary {_edger level).

The details of this account are as follows:

2012

2011

Loan installmeant receivable

6,720,378,328

6,176,767 821

Past due loan instaliment receivables 2,750,042, 775 2,750,042, 775
Cash 589,337 544 (179,062,843)
Notes receivable — National Housing Authority 200,000,000 200,000,000
Interest income 165,678,128 165,678,128
Insurance raceivables 119,762,108 119,783,373
Interest receivables 72,873,957 72,873,957
~ Items in litigation _ 50,925,357 50,925,357
Unamortized mortgage origination cost 49,800,535 49,854,414
Origination and appraisal cost 20,117,638 8,720,089
Accounts payable-MCR/Suppliers (679,570,812) (607,928,426)
Undistributed collections (151,175,963) (151,138,678)
Guaranty deposits payable (48,886,140) (48,654 ,408)
Origination fes payable (10,646,431) (8,763,042)
Insurance payable (3,716,833) (3,429,289)
Advances from borrowars (1,598.646) (1,598, 646)

Parformance warranty payable (252,428) -
9,843,088,114 8,594,080,784
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16. TRUST LIABILITIES - AKPF

The AKPF was previously under the administration of the NHMFC. Due to the passage
of Executive Order No. 272, the managemant of the Amortization Support and
Developmental Financing Programs of AKPF is transferred to SHFC.

This trust account is treated in the books of SHFC in @ manner and procedurs it was
previously treated in the books of NHMFC wherein periodic increment and reduction in
said account as a result of operations are taken up as credit and debit to Trust Liabilities
account. Details of this account are as follows:

2012 20141
Cash in bank 268,207,053 258,728 429
Acquired assets 117,237,505 166,800,475
Past due loan receivable-developmental loan 73,894,974 77,132,167
Installment sales raceivabie, long-term 40,665,674 10,004,519
ltems in litigation 39,383,712 40,761,488
Instaliment sales raceivable, current 6,466 074 3,414,654
Developmental loan receivable 6,000,000 6,000,000
Accounts raceivable 5,280,000
Interest recaivable - SSD 530,461 936,068
Office aquipment-net 48,293 42,736
Investment in BSP - SSD 7,600 -
Due to LGUs (7,634,330) (6,539,880)
Due to SHFC (2.219,613) (2,8637,221)
Accrued income tax payable-SSD (108,092) (187,213)
Gross raceipts tax payable ‘ - {16,562)

547,761,311 554,440,660

6. CAPITAL SYOCK AND PAID IN CAPITAL

The Corporation has an authorized capital stock of One Hundred Million Pesos
(P100,000,000), Philippine Currency, and divided into One Hundred Thousand shares
(100,000) with a par value of One Thousand Pssos (P1,000) each. The amount of said
capital stock which has been actually subscribed by the Nationali Home Mortgage
Finance Corporation is Twenty Five Million Pesos (P25,000,000), of which, Ten Million
Pesos (P10,000,000) was paid up and the balance of Fiftean WMillion Pesos
{(P15,000,000) of the subscribed capital stock remain unpaid.

17. PRIOR PERIOD ADJUSTMENT

This account consists of interast income and pénalty in the amount of P49.555 million
racorded under Undistributed Collectiong (UC) account in 2011 and temporarily
distributed to Interest income and Penalty accounts at year-end 2011. This temporary




distribution was reverted back to UC on the first transaction day of 2012 where Interest
Income and Penaity accounts were closed to Prior Period Adjustment account. The
account also consists of P1.355 million representing Pergonnal Services and
Maintenance and Other Operating Expenses incurred by SHFC and paid in advance by
NHMFC during SHFC's first year of operation.

18. RETAINED EARNINGS

This account consists of the following:

2011
2012 {As Restated)
Balance at beginning of year 312,071,709 229 340,665
Dividends paid (74,174 928) (53,768,141)
Net income 43 327,075 97,439,015
Prior period adjustment (50,910,841) 39,060,170
Balance at end of year 230,313,015 312,071,709
Less: Transfer fo retained earnings,
appropriated for program expansion
and special reserve for probable
contingencies™ 170,697,293 237,892,781
_linapproriated retained earnings, end of ysar ** 59,615,722 74,178,928

* |n compliance to SEC Memorandum Circular No. 11
*{n compliance to Republic Act 7656

18. COMPLIANCE WITH TAX LAWS

In compliance with the requirements set forth by Raevenue Regulation No. 15-2010,
hereunder are the information on taxes, licenses and fees paid or accrued during the
taxable year:

2012 2011
A. National
BiR Registration 500 500
500 500
B. Withholding taxes paid/accrued for the year:
Parcentage tax ‘ 7,819,318 7,078,438
Final tax paid on income 13,594 536 7,146,482
Real propearty tax 1,235,041 794 068
Corporate income tax 19,222 842 51,156,125

41,871,737 86,175,113




