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A WORLD FREE FROM ALL 
FORMS OF EXPLOITATION 
AND DISCRIMINATION 
WHERE EVERYONE HAS THE 
OPPORTUNITY TO REALISE 
THEIR POTENTIAL 

OUR MISSION IS TO 
EMPOWER PEOPLE AND COMMUNITIES 
IN SITUATIONS OF POVERTY, ILLITERACY, 
DISEASE AND SOCIAL INJUSTICE. 
OUR INTERVENTIONS AIM TO ACHIEVE 
LARGE SCALE, POSITIVE CHANGES 
THROUGH ECONOMIC AND 
SOCIAL PROGRAMMES THAT ENABLE 
WOMEN AND MEN TO REALISE 
THEIR POTENTIAL

INTEGRITY
INNOVATION
INCLUSIVENESS
EFFECTIVENESS

VISION

VALUES

MISSION
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CHAIRPERSON’S STATEMENT

It gives me great pleasure to present the 
annual report and the audited financial 
statements for the year ending 31 December 
2013.

It has been two years since BRAC launched 
its operations in the Philippines in the 
Autonomous Region in Muslim Mindanao 
(ARMM) to implement the alternative delivery 
model (ADM) project, a component of the 
Australian government-funded Basic Education 
Assistance in Muslim Mindanao (BEAM) 
programme. 

Mindanao is the second largest island in the 
Philippines with a population of 25.3 million. 
The ARMM is among the poorest in the 
Philippines with poverty incidence of 46.9 
percent in 2012, compared to a 22.3 percent 
poverty incidence for the entire country 
during the same year. The students in 
ARMM schools generally score poorly on 
the Department of Education’s standardised 
achievement tests. The high drop-out rates 
and the correspondingly high illiteracy rate 
have contributed to the region’s poor living 
condition. 

Our achievements in 2013 were significant 
despite the challenges associated with 
operating in a new country. This year we 
added 600 more new learning centres, giving 
a total of 1,010 centres spreading across 
Maguindanao, Lanao del Sur, Tawi-Tawi, Sulu 
and Basilan provinces benefitting 31,522 
underprivileged children in the region. 

Our 16 local partner NGOs manage a cluster 
of BRAC schools in remote villages, small 
islands and coastal communities where there 
are no government schools. We are assessing 
all learning centres reaching out to children 
with special needs (CSN) and are ensuring 
that they receive proper support from their 
schools. 

Two new initiatives have been initiated this 
year. One is to support the parents of learners 
who are farmers through the Philippine 
Rice Research Institute (PhilRice) and the 
International Rice Research Institute (IRRI) for 
agriculture assistance in the province of Lanao 
del Sur and the other is with GIZ for piloting the 
Essential Health Care Project (EHCP) for our 
learners.

Looking ahead to the future, we are planning 
to establish more learning centres in the
existing areas in 2014. We are targeting 
to establish at least 3,000 schools during 
the five-year project, aiming to benefit over 
100,000 children in the region.

I would like to take this opportunity to thank 
our team in the Philippines who have worked 
diligently under difficult circumstances. I 
extend my sincere thanks to the members of 
the governing body, whose leadership and 
foresight has been of great value. I thank the 
Philippines government and our development 
partners for their continued support as we 

strive to create a greater value in our services 
to contribute towards the progress and 
prosperity of Philippines.

Sir Fazle Hasan Abed, KCMG
Founder and Chairperson
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BRAC INTERNATIONAL
GOVERNANCE AND MANAGEMENT

1. GOVERNANCE
1.1 THE LEGAL STATUS OF BRAC 

INTERNATIONAL

 BRAC International is registered as Stichting 
BRAC International under the laws of the 
Netherlands, with its seat in The Hague. All 
of BRAC International’s development entities 
operate under this umbrella. 

 Development programmes include health, 
education, agriculture, livelihoods, targeting 
the ultra poor, human rights and legal 
services. BRAC International Holdings BV 
is a wholly owned subsidiary of Stichting 
BRAC International and was incorporated 
in 2010. BRAC International’s microfinance 
programmes, social enterprises, investment 
companies and regulated finance 
companies are consolidated under this 
wing. The social programmes supporting 
the enterprises currently include seed 
production, feed mills, training centres and 
tissue culture lab. 

 BRAC International has introduced 
programmes in Afghanistan, Haiti, Sri Lanka, 
Pakistan, Uganda, Tanzania, South Sudan, 
Sierra Leone, Liberia, the Philippines and 
Myanmar. In each of these countries, it is 
legally registered with the relevant authorities.

1.2 GOVERNING BODY

 BRAC International is governed by a 
governing body. The governing body 
is elected from amongst distinguished 
individuals with sound reputations in the 
sector of social development, businesses 
or professions who have demonstrated  
their personal commitment to pro-poor 
causes. These individuals are elected to 
the governing body to bring their diverse 
skills, knowledge and experiences to 
the governance of BRAC International. 
At present, there are 10 members in the 
governing body. The governing body usually 
meets four times a year, in accordance with 
the rules of Stichting BRAC International. The 
composition of the present governing body 
of Stichting BRAC International is as follows:

Members of the governing body

Chairperson:  Sir Fazle Hasan Abed, KCMG

Members:  Dr Mahabub Hossain
 Muhammad A (Rumee) Ali
 Ms Susan Davis
 Ms Sylvia Borren
 Dr Debapriya Bhattacharya
 Ms Shabana Azmi
 Mr Shafiq ul Hassan (Quais)
 Ms Parveen Mahmud
 Ms Irene Zubaida Khan

The composition of the present governing body of 
BRAC International Holdings BV is as follows:

Chairperson:  Sir Fazle Hasan Abed, KCMG
Members:  Dr Mahabub Hossain
 Muhammad A (Rumee) Ali
 Ms Susan Davis
 Ms Sylvia Borren
 Orangefield Trust (Netherlands) BV
 
Details about the roles of the governing body are 
available in the Deed of Incorporation of Stichting 
BRAC International and BRAC International 
Holdings BV.

1.3 FINANCE AND AUDIT 
COMMITTEE 

Composition of the present finance and audit 
committee is as follows:

1. Dr Mahabub Hossain, Chair
2. Ms Susan Davis, Member
3. Ms Sylvia Borren, Member
4. Ms Parveen Mahmud, Vice-Chair 
5. Mr Faruque Ahmed, Member
6. Mr SN Kairy, Secretary of the Committee

The primary function of the finance and audit 
committee is to assist the governing board in 
fulfilling its oversight responsibilities for:

• The financial reporting and budgeting 
processes

• The system of internal controls and risk 
assessment

• The compliance with legal and regulatory 
requirements

• The qualifications, independence, and 
performance of the external auditors 

• The qualifications, independence, and 
performance of the internal audit function 

1.4 LOCAL BOARDS

 Each country entities have a local board. 
We have aimed to pursue microfinance and 
development activities through separate 
entities in most of our countries. The local 
board members are appointed by the 

Stichting BRAC International board. The 
business of the local entities is managed 
by these local boards. Further details of the 
roles of the local board are available in the 
respective incorporation documents of these 
entities.

1.5 ACCOUNTABILITY AND 
TRANSPARENCY

 The internal audit department normally 
conducts audits at all our cost centres on 
a sample basis. All departments or units in 
which irregularities are detected through 
the course of regular internal audit are then 
audited. Audits take place at least once 
a year and twice or more in locations and 
on programmes where a closer watch is 
warranted.

 External audit of Stichting BRAC International, 
BRAC International Holdings BV and all of 
our legal entities are undertaken annually. 
Financial transparency is ensured by 
BRAC International’s finance and accounts 
division, which prepares financial statements 
following the International Financial Reporting 
Standards (IFRS) and the laws of relevant 
countries.

 BRAC International strives for excellence 
and transparency in financial reporting. In 
Uganda, BRAC has been recognised as the 
best NGO in the Financial Reporting Awards 
in both 2011 and 2012. It also received the 
first runner-up award in the same category 
in 2013, for its preparation, disclosure and 
maintenance of a commendable financial 
reporting platform.

2. MANAGEMENT
 At all levels of BRAC International’s 

management, there is a clear-cut policy 
regarding the authority of each level of staff, 
and staff are adequately equipped and 
empowered to act as effective managers. 
This is clearly set out in BRAC International’s 
Human Resources Policies and Procedures 
(HRPP) and the Table of Authority.

 The appropriate staff are empowered to 
take decisions with respect to all levels and 
areas of management, including recruitment, 
deployment, capacitybuilding, transfer, 
leave, financial transactions, purchase and 
procurement. These are spelled out in detail 
with respect to staff at the area, regional and 
country office levels. The HRPP also contains 
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all policies relating to staff salary, benefits, 
recruitment and promotion procedures and 
payments. Every staff member receives 
orientation on the HRPP.

 The Stichting board appoints officers, namely 
the executive director, senior directors, 
group chief financial officer (CFO), chief 
people officer (CPO) and finance director  
to manage affairs from the secretariat in 
Dhaka. BRAC International’s management 
policies clearly define the authority of each 
level of staff. The appropriate staff are 
empowered to take decisions at the area, 
regional, country levels and the head office. 
Procedural manuals and policy documents 
are available to the staff. Day-to-day 
decisions are taken by area managers, 
regional coordinators and programme heads 
as appropriate, while larger policy decisions 
involve country representatives, executive 
director, senior directors, group CFO, finance 
director and chief people officer (CPO), in 
particular cases, the executive director, the 
chairperson and the governing body.

2.1 FINANCIAL MANAGEMENT

 Matters relating to finance and accounts 
from branch offices to the country head 
offices are supervised and controlled by the 
country finance and accounts department. 
The branch offices prepare project-wise 
monthly cash requisitions, which are sent 
to the area/regional offices. The area/
regional offices check and monitor the 
accuracy of the requisition and transmit 
them to the country office. After checking, 
the country office disburses funds as per 
the requisitions. The area and branch offices 
send monthly expenditure statements 
along with bank statements to the country 
office’s finance and accounts department. 
The country office then consolidates all 
the expenditure statements and prepares 
monthly financial statements and reports to 
the BRAC International’s head office (herein 
after secretariat) and donors, as required. 
A comprehensive accounting manual and 
statement of standard operating procedure 
guides the finance and accounts personnel 
to prepare the financial statements and 
reports in accordance with the accounting 
standards. It also guides them to run the 
financial activities in a systematic and efficient 
way.

 In consultation with different level of 
stakeholders, the country office prepares 
project-wise budgets, which are then sent 
to the secretariat. The secretariat reviews 
and performs analytical procedures on 
the project budgets of its country offices, 
which are recommended by the finance 
director and finally approved by the group 
CFO. The secretariat consolidates all BRAC 
International countries and produces the 

BRAC International budget and consolidated 
audited financials. The budget and the 
consolidations are submitted to the BRAC 
International governing body for approval.

2.2 INFORMATION TECHNOLOGY 

 The country IT department provides data 
to the country MIS and finance teams by 
managing financial and programme related 
information. This data is used by country and 
head office personnel to prepare various 
financial and managerial reports and to 
monitor project progress. The IT team based 
in the secretariat also provides support 
relating to software update, troubleshooting 
and Enterprise Resource Planning (ERP) 
development. Country IT team is reportable 
to the respective country management 
and the worldwide operations are centrally 
administered by the secretariat. 

2.3 HUMAN RESOURCE 
MANAGEMENT

 In June 2013, BRAC International’s human 
resources division  (HRD) was brought 
under the leadership of a new chief people 
officer (CPO)  who began developing an HR 
value proposition in line with BRAC’s values 
and mission. Critical to attracting, retaining, 
and engaging quality people, the value 
proposition is a move toward a more strategic 
human capital development process and 
involves among others the following key 
components:

• Employee recognition and 
development: recognise achievements 
and celebrate successes; promote 
behavioural change and skills 
development, while staying in line 
with BRAC values and competency 
framework; and listen to employees and 
provide feedback

• Streamline overall operations: simplify 
and automate processes; facilitate 
communication and networking; 
encourage goal-setting and 
accountability; and evaluate impact

 A customised country-specific approach has 
been adopted with relationship management 
from the head office to address employee-
related matters and maintain seamless 
information sharing and data management 
with BI countries. With the creation of new 
country-specific human resources policies 
and procedures (HRPP) in line with the 
employment law in countries, the HRD is 
moving towards building greater ownership 
and motivation among country teams with 
a focus on reducing expatriate staff and 
up-skilling national managerial capacity. A 
new performance management system 
has been developed and implemented to 
drive a culture of meritocracy and talent 

identification along with clear staff forecasting 
processes, targeted hiring and detailed 
orientation practices with an emphasis on 
cross cultural awareness. With a focus on 
long term strategic initiatives the department 
has been moving from a transactional to a 
transformational HR function.

 To build local capacity, the Young 
Professionals Programme has been 
launched with successful recruitment of local 
staff in six BI countries who have received 
rigorous field-level training and management 
competency and development training with 
further field exposure in Bangladesh. The aim 
of this programme is to develop a cadre of 
fresh graduates with the ability to take on mid-
level management positions as the building 
blocks of the future of BRAC International. 

2.4 STAFF TRAINING AND 
CAPACITY BUILDING

 BRAC International places high priority on 
training and developing the capacity of its 
staff. To date, BRAC has training centres in 
Liberia, Uganda and Afghanistan. In other 
countries, BRAC hires training facilities near 
the area offices.

 After recruitment and before deployment, 
new recruits are sent for orientation training 
by the training division, in which they 
are introduced to BRAC International’s 
programmes, its objectives and mission. 
After this, they are deployed in the respective 
programme areas in the field. According to 
the needs of the different programmes, the 
staff are then provided with programme-
specific training.

 Most programmes also have separate 
training units within the programme unit, for 
more specialised training. BRAC International 
also sends staff on short and longer term 
international training courses.

 In line with its commitment to invest in its staff, 
BRAC International is continually seeking to 
improve its human resource management 
practices, in order to deliver better services 
to the poor, in particular women. Recent 
initiatives include:

•  Strengthening communication 
systems within and beyond the 
organisation, in part to improve learning 
mechanisms within BRAC International

•  Efforts to address gender relations, 
anti-bribery and corruption, data 
protection, child protection, conflicts 
of interest, and culture within the 
organisation

•  Introducing performance appraisal
•  Implementing a mentoring programme 

to support junior staff in their personal 
and professional development
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EDUCATION

BRAC’s education programme (BEP) has 
become the largest secular and private 
education system in the world, reaching eight 
countries in total. At the pre-primary level, we 
target underprivileged children to prepare them 
for mainstream primary school entry. BRAC 
primary schools are designed to give a second 
chance at learning to disadvantaged children 
who have been left out of the formal education 
system due to extreme poverty, violence, 
displacement or discrimination. Our non-formal 
primary schools complement the mainstream 
school system with innovative teaching 
methods and materials. At the secondary level, 
we provide needs-based training and student 
mentoring to improve mainstream education.   

1,010 learning centres are benefitting 31,522 
disadvantaged children in ARMM. 600 new learning 
centres have begun operations in Sulu and Basilan, 
adding to the existing operations in the provinces of 
Maguindanao, Lanao del Sur and Tawi-Tawi.

PARTNERSHIP WITH USM 
FOR TEACHER’S 
DEVELOPMENT

BRAC signed a partnership with the University of Southern 
Mindanao (USM) for teachers’ development programme. The 
partnership aims to assist in improving the competencies of 

HIGHLIGHTS 2013
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“BRAC Learning Centre in Tabay has opened the door for 
many children with special needs.”

For children with special needs, participating in regular 
education can be very challenging. A very small number of 
children with special needs have access to education.

Fourteen-year-old Sokrie and eight-year-old Hanipa are 
siblings who developed disabilities as they grew up. 
Sokrie developed a problem in her right eye which caused 
nearsightedness while Hanipa’s right toe gradually became 
swollen. Like most children Sokrie and Hanipa wanted to be 
able to attend school and mingle with others of their age, but it 
became difficult for them because of the kind of attention they 
received. Eventually, neither of the siblings enroled in school at 
the right age. 

Physically challenged, the siblings grew up amid fear of 
being bullied by other children. Their parents tried their best 
to convince them to go to school but in vain. What made 
matters more difficult was the lack of schools catering to 
children with special needs.

Since the BRAC Learning Centre was established in Tabay in  
Lanao del Sur province, Sokrie and Hanipa have happily been 
attending classes in kindergarten. The centre provides an 
inclusive environment where they feel safe and supported. 

Empowering children with 
special needs 

Case Story
the facilitators for all subjects from grade 1 to 6. Moreover, 
the partnership will enable the students of USM to gain 
practical experience from BRAC’s ADM strategy through 
internships. 

Twenty-five BRAC learning facilitators from Maguindanao 
province have joined the teachers’ development 
programme. After completing the programme, the 
facilitators will receive a licence in professional teaching.

EHCP INTEGRATED IN BRAC
LEARNING CENTRES

GIZ and BRAC collaborated to implement the essential 
health care programme (EHCP) for the learners in the 
centres. The programme is being piloted in 12 BRAC 
learning centres of Maguindanao province covering the 
municipalities of Parang, Datu Odin Sinsuat and Upi. In the 
pilot centres, materials and construction facilities have been 
distributed and reliable water supply, a common problem 
in such areas, has been provided. BRAC students will 
receive orientation training on the correct procedures for 
hand washing with soap and tooth brushing with polypaste 
fluoride

ERADICATING 
EDUCATIONAL INEQUALITY

BRAC established its office in the Philippines in the 
Autonomous Region in Muslim Mindanao (ARMM) to 
implement the alternative delivery model (ADM) project, 
a component of Australian government-funded Basic 
Education Assistance in Muslim Mindanao (BEAM) 
programme. 

The ADM project aims to improve access to and quality 
of kindergarten and elementary education in the region 
particularly in areas with no government schools or ones 
with poor access to education. The kindergarten is for 5-6 
years old children and the elementary is for 6-9 years old 
children who never enroled in school or dropped out from 
the schools. 
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“Practicing and promoting hygiene is becoming a daily 
practice for kindergarten learners.” 

In the remotest regions of Maguindanao, poor hygiene 
practices have been at the root of many preventable diseases. 
It is the children who suffer the most from poor hygiene. One 
of the simplest ways to prevent diseases is through regular 
hygiene practices. 

The main attributes of children’s hygiene is the need to get 
into a routine of brushing teeth and hand washing. BRAC 
with its partner NGO, social services for grassroots and 
community development (SSGrCD) has distributed basic 
hygiene supplies, including toothpastes, toothbrushes, and 
soaps in two of its kindergarten learning centres in Sitio Basak 
in Barangay Papakan, Sultan sa Barongis. The aim is to 
promote regular hygiene practices and to establish an attitude 
to cleanliness that will extend into their adulthood.

The students had never owned a toothbrush before. They 
showed enthusiasm when the facilitators demonstrated the 
correct use of a toothbrush. They were encouraged to brush 
their teeth twice a day – once after breakfast and once before 
going to bed. 

For proper procedures of hand washing, the students were 
provided with soap and supplied with clean water to wash 
their hands. They were educated on regular hand hygiene 
practice, mostly to do with before and after certain activities, 
which is one of the best ways to remove germs, avoid 
becoming sick, and to prevent the spread of germs.

Promoting hygiene practice 
through BRAC learners

Case Story

BRAC follows the Philippine government curriculum which 
covers Kindergarten and 12 years of basic education. The 
content of the curriculum and instructional materials are 
contextualised for the sociocultural backgrounds of the ARMM 
children. 

The teachers are selected from the local community where 
more than 50 per cent of them have four years graduation 
and rest of them have college level education.

The kindergarten students are evaluated through an early 
childhood development (ECD) checklist and school readiness 
year-end assessment (SReYA); and the students of grade 
2 with Philippine-informal reading inventory (Phil-IRI). The 
students of grade 3 and 6 will take the national achievement 
test (NAT). To further assess the students’ achievements, 
BRAC initiated its own BRAC achievement test (BAT) for 
evaluating students’ accomplishments in terms of knowledge, 
skill and understanding of their lessons. 

BRAC partnered with local NGOs working in ARMM in the 
establishment and operation of BRAC learning centres. The 
learning centres also follow the formative and summative 
evaluation procedures of the Department of Education 
(DepEd). 
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Project  
Management Unit
The project management unit 
provides overall policy support to 
the management of the ADM project 
and includes project management 
committee (PMC). The PMC, 
chaired by the assistant secretary of 
DepEd- ARMM and co-chaired by 
the portfolio manager of Australian 
Embassy, provides policy guidance 
on project implementation. The PMC 
meets every six months assists 
in proposal reviewing, provides 
feedback and comments on the 
management impact evaluation 
survey and other relevant support. 

School 
Operations Unit
The main role of the ADM project 
is to establish and operate learning 
centres (schools) in the ARMM 
following the BRAC education model. 
This unit selects and contracts 
locally-based NGOs and institutions 
to operate the schools in the selected 
barangays (smallest administrative 
division in the Philippines) following 
a set of criteria and procedures. The 
partner NGOs organise and mobilise 
the community, select learners, hire 
learning facilitators (teachers) and 
project organisers, establish and 
maintain classrooms, and undertake 
the daily management of the school 
operations. This unit coordinates and 
monitors the operation of the NGOs, 
including reporting of progress in 
their respective learning centres. 

Administrative Unit
The administrative unit covers 
three major functions –personnel, 
procurement and services. This 
unit manages the recruitment and 
induction of key staff at BRAC 
Philippines. Nine Bangladeshi 
nationals were deployed, 
complemented by 36 Filipino 
counterparts. The unit maintains 
and updates personnel records of all 
staff to comply with the labour laws 
of the Philippines. A procurement 
committee was formed to ensure 
the large procurement requirements 
of the project, particularly prior 
to the opening of the schools 
in compliance with the BRAC 
guidelines.

Internal Audit 
Department
The internal audit department 
(IAD) is an independent, objective 
assurance and consulting 
support designed to add value 
and improve BRAC International’s 
operations. It helps the organisation 
accomplish its objectives by 
bringing a systematic, disciplined 
approach to evaluate and improve 
the effectiveness of control and 
governance processes. Internal 
auditing is a catalyst for improving 
the effectiveness and efficiency of 
our programmes by providing insight 
and recommendations based on 
data analyses. With a commitment 
to integrity and accountability, the 
internal audit department provides 
value to governing bodies and 
executive management as an 
objective source of independent 
advice. The department also assists 
the management by providing risk-
based audit reports for efficiency 
and effectiveness. 

In 2013, one auditor (expatriate) 
reviewed four cost centres and 
highlighted several issues for 
management support. IAD started 
its full operation from July 2013. 
The finance and audit committee 
approved the internal audit charter, 
the terms of reference for the audit 
review committee and the internal 
audit manual. 

In addition, the department 
introduced surprise audits, 
external audit report compliance 
and continuous professional 
development for staff.

In 2014, internal audit department 
will start a compliance audit which 
includes environmental compliance, 
branding compliance and IT 
compliance in the Philippines. An 
internal control questionnaire will 
be circulated  to cover the activities 
of branch managers in every 
programme.

SUPPORT PROGRAMMES
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Curriculum, Training 
and Assessment
BRAC supports the implementation 
of the DepEd’s K to 12 curriculum 
to improve the education standards 
in the Philippines. DepEd assists 
BRAC in the ongoing development 
of instructional materials from 
kindergarten to grade 3. This unit 
reviews the national curriculum 
for kindergarten and elementary 
education and trains the teachers 
and NGO staff on the curriculum, 
instructional materials and 
assessments. It also develops 
their delivery plans, appropriate 
instructional materials for both 
kindergarten and elementary 
education and student assessment 
tools. Mother-tongue based (MTB) 
storybooks were developed in eight 
Moro dialects – Maguindanaon, 
Teduray, Meranao, Iranun, Sama, 
Tausog, Badjao and Yakan. This unit 
ensures that the students of BRAC 
learning centres receive quality 
instruction and are appropriately 
assessed to meet the standards of K 
to 12 curriculum. 

In 2013, BRAC initiated a BRAC 
achievement test (BAT) to directly 
measure students’ achievements 
in terms of knowledge, skill and 
understanding of the lessons. BAT 
is provided to the students of grade 
1 and 2 in their native language,  
Filipino and English.

Management 
Information System 
and Monitoring and 
Research
The management information 
system (MIS) provides vital 
information for management 
through the establishment and 
maintenance of database. This 
unit was established with support 
from experts of Bangladesh for 
developing software for collection, 
storage and retrieval of relevant 
project-based information. 

The monitoring and research 
unit provides evidenced-based 
information for the progress of 
project accomplishments as well 
as documenting the achievement 
of BRAC learners. It also covers 
the progress of the reporting 
procedures for the partner 
NGOs, and field monitoring and 
documentation of project outcomes 
and impacts.

Risk Management
Over the past two years, risk 
management services have 
reduced management malfunction 
and maintained credibility when 
dealing with international donor 
agencies.
Based on the biannual risk registers, 
key risks and relevant components 
have been identified while 
potential mitigating activities were 
documented in accordance with 
the procedures laid out by BRAC 
International’s Risk Management 
Policy. 

Risk management services maintain 
and manage risks while cooperating 
with management to further analyse 
and improve risk management. 
BRAC in the Philippines will build 
on the work of embedding and 
strengthening risk management 
culture at the branch level for 
additional identification of key risks. 
The internal audit department in the 
Philippines will provide extensive 
training on risk management 
services for staff in the Philippines 
and facilitate the preparation 
and update of risk registers for all 
programmes.
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BRAC ACROSS
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THE WORLD
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BRAC Philippines

Local Board Members
Dr Mahabub Hossain       Chairperson
Mr Faruque Ahmed          Member
Mr S N Kairy                 Member
Dr Safiqul Islam              Member

GOVERNANCE

MANAGEMENT

M Nazrul Islam Country Representative, BRAC Philippines
Ramon C Bobier Project Management Adviser
Norma T Gomez, PhD Research & Evaluation Specialist
Bella M Lanestosa Curriculum Specialist
Muhammed Rezaul Karim Project Manager  
Mohammad Humayun Kabir Country Head of Accounts
Md Parvez Shahariar Talukdar Country Head of Audit
Jovelyn O Alferez Manager, Planning & Communications
Aldis James Neville R Moral Manager, IT & MIS
Christopher A Gamao Manager, Admin
Janifa C Bangcola  Curriculum and Training Officer-In-Charge 
Norodin A Samad Monitoring Officer In-Charge

DEVELOPMENT PARTNER
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FINANCIALS

Programme Cost by nature of expenses 

 Expenses
Year 2013 Year 2012

USD % USD %

Program expenses 8,043,086 98.06% 3,899,722 16.10%

Other Expenses 158,801 1.94% 748,420 83.90%

Total 8,201,887 100.0% 4,648,142 100.0%

BRAC Philippines completed another exciting year by receiving grants amounting to USD 8.25 million 
(AUD 9 million) in 2013 as against USD 15.47 million (AUD 14.7 million) in 2012. Total expense for the 
year was USD 8,201,887 (USD 4,648,142 in 2012). Out of the total expenses project expense was USD 
8,043,086 (USD 3,899,722 in 2012)

1.94 %

98.06%

16.10 %

83.90%

Year 2013 Year 2012

Other expensesProhramme expenses
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Annual Income and Expeses
in Thousand USD

2013

8,0438,198
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Grant Income

Programme Expensses

Financial Position

Income Statement
Year 2013 Year 2012

USD USD

Cash at bank 10,148,731 10,893,734

Performance Review

Income Statement
Year 2013 Year 2012

USD USD

Grant Income 8,198,207 4,646,100

Other Income 3,680 2,042

Program Expenses 8,043,086 3,899,722

Other expenses 158,801 748,420
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(Incorporated in Netherlands) 
PHILIPPINE BRANCH

(A Nonstock, Nonprofit Organization)
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R.G. Manabat & co.
The KPMG Cenrer, 9/F
6787 Ayala Avenue 
Makati City 1226, Metro Manila, Philippines

Brances . Subic . Cebu . Bacolod . Iloilo

REPORT OF INDEPENDENT AUDITORS

The Management 
Stichting BRAC International, Inc. - Philippine Branch 

Report on the Financial Statements
We have audited the accompanying financial statements of the Philippine Branch Office of Stichting BRAC International, Inc. (a nonstock, 
nonprofit organization), which comprise the statements of assets and liabilities as at December 31, 2013 and 2012, and the statements of receipts 
and expenses and statements of cash flows for the year ended December 31, 2013 and for the period from January 25, 2012 (establishment date) 
to December 31, 2012, and notes, comprising a summary of significant accounting policies and other explanatory information.  

Management’s Responsibility for the Financial Statements 

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

Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these 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 financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the 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 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 financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements present fairly, in all material respects, the assets and liabilities of the Philippine Branch Office of Stichting BRAC 
International, Inc. as at December 31, 2013 and 2012, and its financial performance and its cash flows for the year ended December 31, 2013 and for 
the period from January 25, 2012 (establishment date) to December 31, 2012 in accordance with Philippine Financial Reporting Standards. 

Report on the Supplementary Information Required Under Revenue Regulations (RR)  No. 15-2010 and RR No. 19-2011 of the Bureau 
of Internal Revenue  
 
Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplementary 
information in Note 15 to the basic financial statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a required 
part of the basic 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 financial statements. In our opinion, the supplementary information 
is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

March 15, 2014 
Makati City, Metro Manila 

Telephone :  +63 (2) 885 7000
Fax:  +63 (2) 894 1985
Website:  www.kpmg.com.ph 
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

STATEMENTS OF ASSETS AND LIABILITIES

  Note  2013  2012

ASSETS
Current Assets 
Cash  4, 5  P450,705,123    P448,712,901
 Refundable deposit - current portion 4, 14 - 24,000
 Total Current Assets  450,705,123  448,736,901

Noncurrent Assets
Property and equipment - net   6  11,493,052   9,188,162 
Refundable deposit - net of current portion  4, 14  261,850  160,000 
 Total Noncurrent Assets    11,754,902  9,348,162
   P462,460,025  P458,085,063 

LIABILITIES 
Current Liabilities 
Accounts payable and accrued expenses    4, 7    P2,393,364   P416,007 
Deferred grant income - current 8  457,445,975  325,279,260 
 Total Current Liabilities    459,839,339  325,695,267 
Deferred grant income - net of current portion  8  2,620,686  132,389,796 
     P462,460,025  P458,085,063 
       
 
See Notes to the Financial Statements. 

Tanwir Rahman, Director Finance
BRAC & BRAC International
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

STATEMENTS OF RECEIPTS AND EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2013 AND

FOR THE PERIOD FROM JANUARY 25, 2012 TO DECEMBER 31, 2012*

  Note  2013  2012

RECEIPTS
Grants  9   P364,082,395   P191,372,834 
Interest income 5  163,431  86,133 
     364,245,826  191,458,967 

EXPENSES 
PROJECT EXPENSES   
School supplies    93,838,233  33,242,406   
Community learning center expenses    48,623,041  20,137,936 
Learning facilitators allowances    46,545,312  9,512,280 
Partner non-government organizations funding expenses  12  26,817,981  27,540,897 
Rent expense  14  25,083,017  9,327,569 
Training and orientation    23,215,841  19,920,310 
Partner NGOs employee benefits    21,381,426  6,611,843 
Transportation and travel    16,473,673  8,188,718 
Salaries and employee benefits    16,446,419  8,527,853 
Evaluation activity expenses    9,847,069  6,655,863 
Office utilities    6,657,534  2,008,635 
Production and development    5,622,100  7,692,604 
Taxes and licenses    18,736  7,348 
Others  12  16,623,020  5,101,495 
   12  357,193,402  164,475,757 

OTHER NONCASH (INCOME) EXPENSES 
Foreign exchange (gains) losses     (7,995,523)    12,541,771 
Depreciation  6  2,178,707  621,860 
     (5,816,816)  13,163,631 
OTHER EXPENSES  13 12,869,240  13,819,579 
     364,245,826  191,458,967 
NET EXCESS OF RECEIPTS OVER EXPENSES    P   -      P   -     
       
 
*The Branch was established and registered with the Philippine Securities and Exchange Commission on January 25, 2012. 
See Notes to the Financial Statements.  

Tanwir Rahman, Director Finance
BRAC & BRAC International



20   Annual Report 2013 Annual Report 2013   21

STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2013 AND

FOR THE PERIOD FROM JANUARY 25, 2012 TO DECEMBER 31, 2012*

  Note  2013  2012

CASH FLOWS FROM OPERATING
 ACTIVITIES
Net excess of receipts over expenses  P   -      P   -     
Adjustments for:  
 Unrealized foreign exchange (gains) losse    (7,995,523)   1,064,091 
 Depreciation  6  2,178,707  621,860 
 Interest income  5  (163,431)  (86,133)
Excess (deficiency) receipts over expenses before working capital changes    (5,980,247)  1,599,818 
Decrease (increase)  in: 
 Refundable deposits - current portion   24,000   (24,000)
 Refundable deposits - net of current portion    (101,850)  (160,000)
Increase (decrease) in: 
 Deferred grant income - current   132,166,715   325,279,260 
 Deferred grant income - net of current portion    (129,769,110)  132,389,796 
 Accounts payable and accrued expenses    1,977,357  416,007 
Cash generated (used) from operations    (1,683,135)  459,500,881 
Interest received    163,431  86,133 
Net cash provided (used) by operating activities    (1,519,704)  459,587,014 
CASH FLOWS FROM AN INVESTING ACTIVITY 
Additions to property and equipment   6   (4,483,597)   (9,810,022)
EFFECTS OF EXCHANGE RATE CHANGES GAIN (LOSSES) ON CASH    7,995,523  (1,064,091)
NET INCREASE IN CASH     1,992,222  448,712,901 
CASH AT BEGINNING OF YEAR  5  448,712,901  -     
CASH AT END OF YEAR  5  P450,705,123  P448,712,901 
       
 
*The Branch was established and registered with the Philippine Securities and Exchange Commission on January 25, 2012. 
See Notes to the Financial Statements.  
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS 

1. Branch Information 
 
 Stichting BRAC International, Inc. (the “Head Office”), a foundation registered under the laws of The Netherlands, was granted by the 

Philippine Securities and Exchange Commission (SEC) a license to transact business in the Philippines (the “Branch”) on January 25, 
2012 to manage the implementation of education assistance projects to Mindanao as part of the Australian Agency for International 
Development (AusAID) program. The Branch will implement the “Alternative Delivery Model (ADM) Project” of the Basic Education 
Assistance for Mindanao in the Autonomous Region in Muslim Mindanao (BEAM-ARMM) to enable communities without public schools 
or have difficulty in access to basic education services.  

 
 The Branch’s management and implementation of the ADM for basic education assistance in ARMM follows: 
 
 Component 1: Curriculum, Materials and Assessment Development 
 This component will involve reviewing the Department of Education’s (DepED) standard curriculum for both pre-school and the six-year 

elementary education to develop a mechanism and instructional plan for enhanced delivery, appropriate teaching and learning materials 
for both pre-school and elementary education and the mechanism and tools to monitor and measure student learning and inform how 
the program delivery could be improved. 

 
 Component 2: Community Learning Center Operations
 This component involves the establishment and operation of Community Learning Centers (CLCs) in identified priority barangays (villages). 

The CLCs will implement the curriculum for both pre-school and elementary education targeting primarily the out-ofschool children in 
barangays without schools and in areas with large number of out-of-school children. 

 
 Component 3: Capacity Building 
 This Component will develop the capacity of key stakeholders to manage and sustain the implementation of an alternative delivery model 

for basic education. The key activities under this component include core resource group training in Bangladesh for senior managers of 
DepED Central and ARMM, trainings and workshops for specialized trainers, curriculum writers, Project Officers and Coordinators, learning 
facilitators and specialized trainings for educators on curriculum  materials development, assessment and instructional supervision. 

 
 Component 4: Project Management, Monitoring and Evaluation 
 This component will include the establishment, staffing and operations of the project management unit and provincial offices. In addition 

to that, this component will perform the general coordination and supervision of CLCs, monitoring and evaluation, policy support and 
coordination for scale-up to other regions and to conduct research and impact evaluations and policy advocacies. 

 
 As a nonstock, nonprofit organization, organized and operating exclusively for the above purposes, the Branch is exempt from income 

tax pursuant to Section 30 of the Tax Reform Act of 1997 (R.A. 8424).  However, income derived from its properties, real or personal, or 
from any of its activities conducted for profit regardless of the disposition made of such income, is subject to tax. 

 
 The registered office of the Branch, which is also its principal place of business, is located at House No. 1 R. Mañara Street, Rosary 

Heights 10, Cotabato City. 



22   Annual Report 2013 Annual Report 2013   23

STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.) 

2. Basis of Preparation 
 
 Statement of Compliance 
 The 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 consist of PFRSs, 
Philippine Accounting Standards (PASs), and Philippine Interpretations issued by the Financial Reporting Standards Council (FRSC). 

 
 The financial statements as at December 31, 2013 and for the period from January 25, 2012 to December 31, 2012, were approved and 

authorized for issuance by the Finance Director on March 15, 2014, as designated by the Board of Directors of the Head Office of the 
Branch on April 1, 2013. 

 
 Basis of Measurement 
 The Branch’s financial statements have been prepared under the historical cost basis of accounting. 
 
 Functional and Presentation Currency 
 The financial statements are presented in Philippine peso, which is also the Branch’s functional currency. All financial information expressed 

in Philippine peso has been rounded off to the nearest peso, except when otherwise indicated. 
 
 Use of Estimates and Judgments 
 The preparation of the financial statements in accordance with PFRSs requires management to make judgments, estimates and 

assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, receipts and expenses. 
However, uncertainty about these judgments, estimates and assumptions could result in outcome that could require a material adjustment 
to the carrying amount of the affected asset or liability in the future. 

 
 Judgments and estimates are continually evaluated and are based on historical experience and other factors, including expectations of 

future events that are believed to be reasonable under the circumstances. Revisions are recognized in the period in which the judgments 
and estimates are revised and in any future period affected. 

 
 Judgments 
 In the process of applying the Branch’s accounting policies, management has made the following judgments, apart from those involving 

estimation, which have the most significant effect on the amounts recognized in the financial statements: 
 
 Determining Functional Currency 
 Based on the economic substance of the underlying circumstances relevant to the Branch, the functional currency has been determined 

to be the Philippine peso.  It is the currency that mainly influences the cost of implementing the project. 

 Assessing Lease Arrangement 
 The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception date and 

requires assessment of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets and arrangement 
conveys a right to use the asset. 

 
 Operating Lease - Branch as Lessee 
 The Branch has entered into a lease agreement as lessee. The Branch had determined that all significant risks and rewards of ownership 

of the properties leased from third parties are retained by the lessors under operating lease agreements. 
 
 Rent expense charged to statements of receipts and expenses amounted to P25,083,017 and P9,327,569 for December 31, 2013 and 

for the period from January 25, 2012 to December 31, 2012, respectively (see Note 14).  
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.) 

 Estimates and Assumptions 
 The key estimates and assumptions used in the financial statements are based upon management’s evaluation of relevant facts and 

circumstances as at the date of the financial statements.  Actual results could differ from such estimates: 
 
 Estimating Useful Lives of Property and Equipment 
 The Branch estimates the useful lives of property and equipment based on the period over which the assets are expected to be available 

for use or the duration of the project whichever is shorter. The estimated useful lives of property and equipment are reviewed periodically 
and are updated if expectations differ from previous estimates due to physical wear and tear, technical or commercial obsolescence and 
legal or other limits on the use of the assets. In addition, estimation of useful lives is based on collective assessment of industry practice, 
internal technical evaluation and experience with similar assets.  It is possible, however, that future financial performance could be 
materially affected by changes in estimates brought about by changes in factors mentioned above.  The amounts and timing of recorded 
expenses for any period would be affected by changes in these factors and circumstances.  

 
 A reduction in the estimated useful lives of property and equipment would increase depreciation expense and decrease noncurrent assets. 
 
 As at December 31, 2013 and 2012, the property and equipment, net of depreciation amounted to P11,493,052 and P9,188,162, 

respectively (see Note 6).

3. Summary of Significant Accounting Policies 
 
 The accounting policies set out below have been applied to all period presented in these financial statements, and have been applied 

consistently by the Branch, except for the changes in accounting policies as explained below. 
 
 Adoption of New or Revised Standards, Amendments to Standards and Interpretations
 There were new standards, amendments to standards and interpretations for the annual period beginning January 1, 2013, none of which 

has a significant effect on the financial statements of the Branch.  

 New or Revised Standards, Amendments to Standards, and Interpretations Not yet Adopted 
 A number of new or revised standards, amendments to standards and interpretations are effective for annual periods beginning after 

January 1, 2013, and have not been applied in preparing the financial statements. Those which may be relevant to the Branch are set out 
below.  The Branch does not plan to adopt these standards early and the extent of the impact has not been determined. 

 
 •	 		Offsetting	Financial	Assets	and	Financial	Liabilities	(Amendments	to	PAS	32). These amendments clarify that: 
  
  • An entity currently has a legally enforceable right to set-off if that right is: 
   - not contingent on a future event; and 
   - enforceable both in the normal course of business and in the event of default, insolvency or bankruptcy of the entity and all counterparties. 
 
  • Gross settlement is equivalent to net settlement if and only if the gross settlement mechanism has features that: 
   - eliminate or result in insignificant credit and liquidity risk; and 
   - process receivables and payables in a single settlement process or cycle. 
 
  These amendments are effective for annual periods beginning on or after January 1, 2014 and are to be applied retrospectively. 
 
  • PFRS 9, Financial	Instruments	(2010)	and	PFRS	9,	Financial	Instruments	(2013)	
  
   PFRS 9 (2009) introduces new requirements for the classification and measurement of financial assets. Under PFRS 9 (2009),   

  financial  assets are classified and measured based on the business model in which they are held and the characteristics of their  
  contractual cash flows. PFRS 9 (2010) introduces additions relating to financial liabilities.  
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.)

   PFRS 9 (2013) introduces the following amendments: 
 
  • A substantial overhaul of hedge accounting that will allow entities to better reflect their risk management activities in the financial statements; 
  • Changes to address the so-called ‘own credit’ issue that were already included in PFRS 9, Financial Instruments to be applied in  

  isolation without the need to change any other accounting for financial instruments; and 
  • Removes the January 1, 2015 mandatory effective date of PFRS 9, to provide sufficient time for preparers of financial statements 
   to make the transition to the new requirements. 
  

The IASB is currently discussing some limited amendments to the classification and measurement requirements in IFRS 9 and is also discussing 
the expected credit loss impairment model to be included in IFRS 9. Once those deliberations are complete the IASB expects to publish a 
final version of IFRS 9 that will include all of the phases: Classification and Measurement; Impairment and Hedge Accounting. That version 
of IFRS 9 will include a new mandatory effective date.

 The Branch will assess the impact of the new and revised standards and amendments to standards on the financial statements upon 
adoption on their respective effective dates. 

 
 Financial Instruments 
 All financial instruments, whether financial assets or financial liabilities, are initially measured at fair value, except for financial assets and 

financial liabilities valued at fair value through profit or loss (FVPL) in which initial measurement includes transaction costs. The Branch 
classifies its financial assets into the following categories: held-tomaturity (HTM) investments, available-for-sale (AFS) financial assets, 
FVPL financial assets, and loans and receivables. The Branch classifies its financial liabilities as either FVPL financial liabilities or other 
financial liabilities.  

 
 The classification depends on the purpose for which the financial assets are acquired or the financial liabilities are incurred, and whether 

the instruments are quoted in an active market. Management determines the classification of its financial assets and financial liabilities at 
initial recognition and, where allowed and appropriate, re-evaluates such designation at every reporting date. 

 
 The Branch has no FVPL financial assets, AFS financial assets and HTM investments as at December 31, 2013 and 2012. 
 
 The Branch recognizes a financial asset or a financial liability in the statements of assets and liabilities when it becomes a party to the 

contractual provisions of the instrument.  In the case of a regular way purchase or sale of financial assets, recognition is done using 
settlement date accounting. Financial instruments are recognized initially at fair value of the consideration given (in case of an asset) or 
received (in case of a liability). 

 
 Financial instruments are offset when the Branch has a legally enforceable right to offset and intends to settle either on a net basis or to 

realize the asset and settle the liability simultaneously. 

 The measurement of financial instruments at initial recognition and subsequent to initial recognition is described below: 

 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.  They are not entered into with the intention of immediate or short-term resale and are not designated as AFS financial 
assets or financial assets at FVPL. Loans and receivables are carried at cost or amortized cost, less impairment in value. Amortization is 
determined using the effective interest rate method. Gains and losses are recognized in the statement of receipts and expenses when the 
loans and receivables are derecognized or impaired, as well as through amortization process. 

 The Branch’s cash and refundable deposits are included in this category. 

 Cash includes cash on hand and in banks which is stated at its face value.  
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.)

 Financial Liabilities 
 Other Financial Liabilities  
 This category pertains to financial liabilities that are not designated or classified as at FVPL.  After initial measurement, other financial liabilities 

are carried at amortized cost using the effective interest rate method. Amortized cost is calculated by taking into account any premium or 
discount and any directly attributable transaction costs that are considered an integral part of the effective interest rate of the liability. 

 
 The Branch’s accounts payable and accrued expenses (excluding statutory liabilities to government agencies) and deferred grant income 

are classified under this category. 
 
 Derecognition of Financial Assets and Financial Liabilities 
 Financial Assets 
 A financial asset (or, where applicable, a part of a financial asset or part of the Branch of similar financial assets) is derecognized when: 
 
 •  the right to receive cash flows from the asset expired; 
 
 •  the Branch 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 
 
 •  the Branch 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 Branch has transferred its rights 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 Branch’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 or the maximum amount of consideration that the Branch could be required to repay. 

 
 Financial Liabilities 
 A financial liability is derecognized when the obligation under the liability is discharged, cancelled or has 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 the statements of receipts and expenses. 

 Offsetting Financial Instruments 
 Financial assets and financial liabilities are offset and the net amount is reported in the statements of asset and liabilities 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 statements of asset and liabilities. 

 Impairment of Financial Assets 
 The Branch assesses at each 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.
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.)

 Assets Carried at Amortized Cost 
 For assets carried at amortized cost such as loans and receivables, the Branch 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 Branch 
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. 

 
 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) discounted at the financial asset’s original effective interest 
rate (i.e., the effective interest rate computed at initial recognition). Time value is generally not considered when the effect of discounting 
the cash flows is not material.  If a loan or receivable has a variable rate, the discount rate for measuring any impairment loss is the current 
effective interest rate, 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 statements of receipts and expenses.  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 the statements of receipts and 
expenses, to the extent that the carrying amount of the asset does not exceed its amortized cost at the reversal date.

 Property and Equipment 
 Items of property and equipment are initially measured at cost. After initial recognition, all items of property and equipment are measured 

at cost less accumulated depreciation, and accumulated impairment losses, if any. Cost includes expenditure that is directly attributable 
to the acquisition of the asset.  The cost of replacing a part of an item of property and equipment is recognized in the carrying amount of 
the item if it is probable that the future economic benefits embodied within the part will flow to the Branch, and its cost can be measured 
reliably.  The carrying amount of the replaced part is derecognized.  The costs of the day-to-day servicing of property and equipment are 
recognized in the statements of receipts and expenses as incurred. 

 
 Depreciation is calculated over the depreciable amount, which is the cost of an asset less its residual value, if any. Depreciation is 

recognized in the statements of receipts and expenses on a straight-line basis over the estimated useful lives of each part of an item of 
property and equipment, since this most closely reflects the expected pattern of consumption of the future economic benefits embodied 
in the asset.  

 The estimated useful life of each item of property and equipment is as follows:

    Numbers of Years
    Office furniture and equipment   3 - 5
    Transportation equipment 5 
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STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.)

 If there is an indication that there has been a significant change in the depreciation method, useful life or residual value of an asset, the 
depreciation of that asset is reviewed and adjusted prospectively if appropriate. 

 
 Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds from disposal with the 

carrying amount of property and equipment, and are recognized on a net basis in the statements of receipts and expenses. 

 Impairment of Non-financial Assets 
 The carrying amounts of the Branch’s nonfinancial assets such as property and equipment are reviewed at each reporting date to 

determine whether there is any indication of impairment. If any such indication exists, the assets’ recoverable amount is estimated. 
 
 An impairment loss is recognized in the statements of receipts and expenses whenever the carrying amount of an asset or its cash 

generating unit exceeds its recoverable amount. The recoverable amount of a non-financial asset is the greater of the asset’s fair value 
less costs to sell and its value in use.  

 
 The fair value less costs to sell is the amount obtainable from the sale of the asset in an arm’s length transaction. Value in use is the 

present value of the estimated future cash flows expected to arise from the continuing use of an asset and from its disposal at the end 
of the 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 cash flows largely independent of those from other assets, the recoverable amount is determined for the cash-generating unit 
to which the asset belongs. 

 
 An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss 

is reversed only to the extent that the assets’ carrying amount does not exceed the carrying amount that would have been determined, 
net of depreciation or amortization, if no impairment loss had been recognized. Reversals of impairment are recognized in the statements 
of receipts and expenses. 

 
 Receipts Recognition 
 Grants received from the AusAID are initially recognized as deferred income and are then recognized as income to the extent of the expenses 

incurred for the period as set in the conditions associated with the grant.  Assets acquired thru the grant are also recognized as deferred 
income and are recognized as income on a systematic basis over the useful life of the asset or duration of the project whichever is shorter. 

 
 Interest Income  
 Interest income, presented net of applicable tax withheld by the bank, is recognized when earned.   

 Expense Recognition 
 Expenses are recognized when decrease in future economic benefits related to a decrease in an asset or an increase of a liability has 

arisen that can be measured reliably. Expenses are recognized when they are incurred. 
 
 Operating Lease 
 Leases which do not transfer to the Branch substantially all the risks and benefits of ownership of the asset are classified as operating 

leases.  Operating lease payments are recognized as an expense in the statements of receipts and expenses on a straight-line basis over 
the lease term unless other systematic basis is more representative of the time pattern of the Branch’s benefit. 

 
 Foreign Currency Transactions 
 Transactions denominated in foreign currencies are recorded in Philippine peso using the exchange rate at the date of the transaction. 

Monetary assets and liabilities denominated in foreign currencies are translated in Philippine peso using the exchange rate prevailing at 
the reporting date.

 
 Exchange rate differences arising from the settlement of monetary items at rates different from those at which they were initially recorded 

and translated at reporting date are recognized in the statements of receipts and expenses in the period in which they arise.
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 Related Parties 
 Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise significant 

influence over the other party in making financial and operating decisions. Parties are also considered to be related if they are subject to 
common control or common significant influence. 

 
 Related parties may be individuals or corporate entities. Transactions between related parties are on an arm’s length basis in a manner 

similar to transactions with non-related parties. 
 
 Provisions and Contingencies 
 Provisions are recognized when the Branch has a legal or constructive obligation as a result of a past events, it is probable that an outflow 

of economic benefits will be required to settle the obligation and reliable estimate of the amount can be made. 
 
 Contingent liabilities are  not recognized in the financial statements. These are disclosed in the notes to the financial statements unless 

the possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are not recognized in the financial 
statements but are disclosed in the notes to the financial statements when an inflow of economic benefits is probable. 

 
 Events After the Reporting Date 
 Post year-end event after the reporting date that provides additional information about the Branch’s statements of assets and liabilities at 

reporting date (adjusting event) is reflected in the financial statements.  Post year-end event after the reporting date that is not an adjusting 
event is disclosed in the notes to the financial statements when material. 

4. Financial Risk Management 
 
 Objectives and Policies 
 The Branch has exposure to the following risks from its use of financial instruments: 
 
 •  Credit Risk 
 •  Liquidity Risk 
 •  Market Risk 
 
 This note presents information about the Branch’s exposure to each of the above risks, the Branch’s objectives, policies and processes for 

measuring and managing such risks, and the Branch’s management of capital.  Further quantitative disclosures are included throughout 
the notes to the financial statements. 

 
 The main purpose of the Branch’s dealings in financial instruments is to fund its operations and capital expenditures. 
 
 The Governing Body of the Head Office of the Branch has overall responsibility for the establishment and oversight of the Branch’s risk 

management framework.  The Governing Body has established the Audit Committee, which is responsible for developing and monitoring 
the Branch’s risk management policies.   

 
 The Audit committee identifies all issues affecting the operations of the Branch and reports regularly to the Governing Body on its activities. 

The Branch’s risk management policies are established to identify and analyze the risks faced by the Branch, to set appropriate risk limits 
and controls, and to monitor risks and adherence to limits.  Risk management policies and systems are reviewed regularly to reflect changes 
in market conditions and the Branch’s activities.  All risks faced by the Branch are incorporated in the annual operating budget.  

 
 Mitigating strategies and procedures are also devised to address the risks that inevitably occur so as not to affect the Branch’s operations 

and detriment forecasted results.  
 
 The Branch, through its training on and management of standards and procedures, aims to develop a disciplined and constructive control 

environment in which all employees understand their roles and obligations. 
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 The Country Representative perform oversight over financial management functions, specifically in the areas of managing credit, liquidity, 
market and other risks of the Branch. The Country Representative directly interfaces with the internal audit function, which undertakes 
reviews of risk management controls and procedures and ensures the integrity of internal control activities which affect the financial 
management system of the Branch.  

 
 Credit Risk 
 The results of procedures performed by the Country Representative are reported to the Audit Committee. The Country Representative 

reviews and institutes policies for managing each of the risks and they are summarized below. 
 
 The maximum exposure to credit risk for the Branch’s financial assets as at December 31 is presented below: 

  Note  2013  2012
 Cash in banks 5  P450,280,673  P448,233,131 
 Refundable deposits  14  261,850  184,000 
     P450,542,523  P448,417,131

 Below is the classification of the Branch’s financial assets that are neither past-due nor impaired: 

   Standard 
 2013  High Grade  Grade  Total
 Cash in banks  P450,280,673  P   -      P450,280,673 
 Refundable deposits  261,850  -      261,850 
   P450,542,523  P   -      P450,542,523 

   Standard 
 2012  High Grade  Grade  Total
 Cash in banks  P448,233,131  P   -      P448,233,131 
 Refundable deposits  184,000  -      184,000 
   P448,417,131  P   -      P448,417,131

The credit qualities of financial assets were determined as follows: 
 
 •  Cash in banks are considered high grade as these pertains to deposits in reputable banks. 
 
 •  Refundable deposits are considered high grade as these pertain to deposits that are covered by the lease agreements.  
 
The Branch’s policy is to enter into transactions with a diversity of creditworthy parties to mitigate any significant concentration of credit risk.
There is no significant concentration of credit risk within the Branch for the period ended December 31, 2013 and 2012. 
 
Liquidity Risk  
Liquidity risk is the risk that the Branch will not be able to meet its financial obligations as they fall due. The Branch manages liquidity risk by
forecasting projected cash flows and maintaining a balance between continuity of funding and flexibility in operations. Treasury controls and
procedures are in place to ensure that sufficient cash is maintained to cover daily operational and working capital requirements.  
 
Management closely monitors the Branch future and contingent obligations and sets up required cash reserves as necessary in accordance
with internal requirements.  
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 The following are the contractual maturities of financial liabilities: 
   As at December 31, 2013 
  Carrying  Contractual  6 Months  6 - 12  Over 1
  Amount  Cash Flow  or Less  Months  Year 
 Accounts payable and accrued 
    expenses*  P2,157,979  P2,157,979   P2,076,373  P   -      P81,606

 *Excluding any statutory liabilities to government agencies 
  
  
   As at December 31, 2012 
  Carrying  Contractual  6 Months  6 - 12  Over 1
  Amount  Cash Flow  or Less  Months  Year 
 Accounts payable and accrued 
    expenses*  P240,319  P240,319  P231,439  P   -      P8,880

 *Excluding any statutory liabilities to government agencies 

 Market Risk 
 Market risk is the risk that changes in foreign exchange rates which affect the Branch’s income or the value of its holdings of financial 

instruments. The objective of market risk management is to manage and control market risk exposures within acceptable parameters, 
while optimizing the return. 

 
 Foreign Currency Risk 
 The Branch is exposed to foreign currency risk on monetary assets held in currencies other than the Philippine peso, the Branch ensures 

that its exposure is kept to an acceptable level by maintaining regular savings deposits in US dollar and Australian dollar, and buying 
foreign currencies at spot rates where necessary to address short term imbalances. 

 
 The Branch’s foreign currency-denominated asset (cash) as at December 31 are as follows: 

   Exchange PHP 
2013  Current Asset  Rate  Equivalent

 Currency  
  USD 1,194,296   44.41  P53,038,679 
  AUD  126  39.46  4,959   

    P53,043,638 

   Exchange PHP 
2012  Current Asset  Rate  Equivalent

 Currency   
  USD 10,636,859  41.19   P438,132,222 
  AUD  136  42.67  5,803 
       P438,138,025

 The Branch recognized foreign exchange gains of P8.0 million in 2013 and foreign exchange loss of P12.5 million in 2012. 
 
 Sensitivity Analysis 
 A 6% strengthening of the Philippine peso against USD and AUD as at December 31, 2013 and 2012 will decrease receipts and expenses 

by P3.19 million and P26.3 million, respectively.
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 A 6% weakening of the Philippine peso against the above currencies as at December 31, 2013 and 2012 will have the equal but opposite 
effect, on the basis that all other variables remain constant. 

 
  
5. Cash  

 This account consist of:
  Note  2013  2012
 
 Cash on hand    P424,450   P479,770 
 Cash in banks   4  450,280,673   448,233,131 
     P450,705,123   P448,712,901 

 Cash in banks earns annual interest at the respective bank deposit rates.  
 
 Interest income earned from cash in banks for December 31, 2013 and for the period from January 25, 2012 to December 31, 2012 

amounted to P163,431 and P86,133, respectively. 

6.  Property and Equipment  
 
 The movements and balances of this account consist of: 
 
  Office Furniture  Transportation 
   and Equipment  Equipment  Total 

 Gross Carrying Amount 
 December 31, 2012   P2,837,722  P6,972,300   P9,810,022 
 Additions   3,102,499  1,381,098  4,483,597 
 December 31, 2013  5,940,221  8,353,398  14,293,619 
 Accumulated Depreciation 
 December 31, 2012   161,307  460,553  621,860 
 Depreciation  1,590,877  587,830  2,178,707 
 December 31, 2013  1,752,184  1,048,383  2,800,567 
 Carrying Amount  
 December 31, 2012   P2,676,415  P6,511,747  P9,188,162 
 December 31, 2013  P4,188,037  P7,305,015  P11,493,052 

7. Accounts Payable and Accrued Expenses

 This account consists of: 
 
   2013 2012
 Payable to a NGO partner    P2,076,373 P- 

Withholding tax payable    156,947 96,140  
Accrued expenses    81,606  8,880 

 Payroll-related payable    78,438  79,548 
 Accounts payable    -      231,439 
     P2,393,364  P416,007

 Payable to a NGO partner is the excess of the cost of the project over the fund provided by the Branch. 
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 8. Deferred Grant Income 
 
 This account consists of:
  
 Grants Received in Advance  2013 2012
 Current P457,445,975 P325,279,260
 Noncurrent 2,620,686 132,389,796
  P460,066,661  P457,669,056
 
 The Grants received in advance pertains to the remaining balance of the received grant tranches which has not yet been utilized in the 

implementation of the ADM project. 

9. Grants   
  A Grant Agreement between the Commonwealth of Australia, represented by the AusAID and Stichting BRAC International, Inc. was 

made on February 3, 2012 for undertaking the ADM project for the Basic Education Assistance for Mindanao in the Autonomous Region 
in Muslim Mindanao (BEAM-ARMM). The Grant Agreement is effective up to June 30, 2015.

 
 In accordance with the provisions of the Grant Agreement, the Branch will receive from the AusAID a grant up to maximum of 

AUD30,500,000 for the management and implementation of the ADM project which will be given in four (4) tranches as follows: 
 
 •  the first tranche amounting to AUD7,000,000 will be given within thirty (30) days of the date of the agreement; 
 
 •  the second tranche amounting to AUD7,700,000 will be given in August 2012; 
 
 •  the third tranche amounting to AUD9,000,000 will be given in August 2013; and 
 
 •  the fourth and final tranche amounting to AUD6,800,000 will be given in August 2014. 
 
 The schedule of tranches is subject to terms and conditions as stipulated in the Grant Agreement.

10. Related Party Transactions
 
 In the implementation of the ADM project, the Branch has transactions with its related parties as at December 31, 2013 and 2012 as follows:  

 Outstanding   
 Balance 

     Due to     
     Amount of the  Related  Terms and

 Category/Transaction Year  Note  Transaction  Parties  Conditions
 Parent
  • Technical support  2013  13  P10,721,721  P   -      30 days; non-interest  

     bearing; unsecured 
   2012    P10,563,087  P   -      30 days; non-interest 
      bearing; unsecured

 Compensation and other short-term benefits of key management personnel amounted to P6,688,746 and P4,627,563 as at December 
31, 2013 and for the period from January 25, 2012  to December 31, 2012, respectively.
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 The Branch has settled all of its related party obligations, hence, have no outstanding balance as at December 31, 2013 and 2012. The 
Branch has no receivables from related parties as at December 31, 2013. 

  

11. Partnerships with Local Non Government Organizations (NGOs)
 
 The Branch entered into various agreements with local Non Government Organizations (NGOs). As provided under the terms of the 

agreement, the Partners will manage the operations of the community learning centers in their designated provinces in ARMM.  
 
 As at December 31, 2013, the Branch has 16 duly recognized local NGOs (11 NGO’s in 2012) for the implementation and management 

of the ADM project. The Branch and local NGO’s are currently managing 17 including BRAC NGO and 1,010 community learning centers 
as at December 31, 2013 (410 community learning center in 2012).  

12. Project Expenses
 
 Project expenses per cost component as at December 31, 2013 and for the period from January 25, 2012 to December 31, 2012 are 

presented below: 
  
 Description  2013 2012
 Component 1: Curriculum, Materials and Assessment Development  P5,622,100  P7,692,604 
 Component 2: Community Learning Center  Operations  282,801,908  95,764,519 
 Component 3: Capacity Building  3,720,188  11,954,282 
 Component 4: Project Management, Monitoring and Evaluation  38,231,225  21,523,455 
   330,375,421  136,934,860 
 Partner non-government organizations funding expenses  26,817,981  27,540,897 
   P357,193,402  P164,475,757

 The Branch disburses funds to its local partner NGOs on a quarterly basis for the implementation and management of their operations in 
their designated areas and provinces. The Partners NGOs will then liquidate the funds received for the expenses incurred in accordance 
with the agreement. As at December 31, 2013 and 2012, the disbursed fund to the Partner NGOs which was not yet liquidated amounted 
to P26,817,981 and P27,540,897, respectively. 

 The Branch disbursed funds to local partner NGOs balance are as follows:

 Description  2013 2012
 Maranao People Development Center, Inc.  P6,976,344 P5,709,790
 Lanao Young Educators Civic Alliance for Progress, Inc.  2,804,620  1,802,158
 Social Services for Grassroots Community Development, Inc.  2,233,470  886,153
 Kapagawida Development Services Association, Inc.  2,093,646  1,180,457 
 Integrated Resource Development for Tri-People  1,962,121  -     
 Tapukan Farmers Multi-Purpose Cooperative  1,622,454  722,857 
 Kalimudan Sa Ranao Foundation, Inc.  1,582,335  1,666,078 
 Sug Educators Forum Incorporated  1,304,465  -     
 Nagdilaab Foundation Inc.  1,185,571  -     
 Muslim Upliftment Foundation of Tawi-Tawi, Inc.  1,158,296  783,112 
 Notre Dame University  1,121,637  2,126,073 
 Concerned Alliance of Professional and Students Inc.  1,017,462  -     
 Mindanao Autonomous College Foundation Inc.  963,738  -     
 Mahardika Institute of Technology, Inc.  411,794  1,048,755
 Integrated Learning for Moslems and Highlanders Foundation  380,028  1,062,097 
 Community and Family Services International  -      10,553,367 
   P26,817,981  P27,540,897 
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 The teachers and classroom supplies still undelivered and awaiting distribution to Maguindanao, Lanao, Sulu, Basilan and Tawi-Tawi 
province amounted to P25,715,070 and P17,474,304 as at December 31, 2013 and 2012, respectively. 

 
 Other project expenses during the period include: 

   2013 2012
 Service charge overhead costs   P10,630,104  P3,435,040 
 Provincial office administrative expenses   2,907,305  1,614,869 
 Innovation   2,853,776  -     
 Insurance   231,835  51,586 
    P16,623,020  P5,101,495

 Service charge overhead costs are general and administrative expenses incurred by the Partner NGOs.

13. Other Expenses 

 This account consists of:

  2013 2012
` Technical support   P10,721,721  P10,563,087 
 Security measurement management   691,244  618,822 
 Training expense   466,445  469,816 
 Support services   311,825  424,580 
 Transportation and travel   221,473  393,887 
 Utilities  94,278  406,518 
 Outside services   55,351  375,200 
 Others   306,903  567,669 
    P12,869,240  P13,819,579

 Technical support pertains to reimbursements of the Head Office for expenses incurred in providing administration and financial management 
systems to the Branch. It also entails sending support personnel for the efficient and effective management and implementation of the 
ADM project in accordance with the provision of the Grant Agreement. 

14. Lease Commitments
 On March 5, 2012, the Branch entered into a lease agreement for a parcel of land located at No. 1 R. Mañara Street, Rosary Heights 10, 

Cotabato City with two (2) residential buildings, two (2) stories with an annex one room office and a guard house, with concrete perimeter 
fence. The lease was agreed for a fixed period of three (3) years beginning March 1, 2012 to February 28, 2015 renewable thereafter upon 
mutual agreement of both parties. 

 
 The Branch also entered into other lease agreements as follows: a) one (1) year renewable lease contract commencing in June 2012 for a 

two-story apartment at Childrant Village, Iligan City. Lease was renewed on August 1, 2013, for another two (2) years; and b) two (2) years 
renewable lease terms expiring in 2015 for the Branch’s three (3) new office premises in Davao City, Upi Maguindanao and Zamboanga 
City. All these lease agreements require refundable deposit. 

 
 Refundable deposit as at December 31, 2013 and 2012 amounted to P261,850 and P184,000, respectively. Of the P184,000 refundable 

deposit in 2012, in accordance with the lease agreements, P24,000 was classified as current. 
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 The future reantal payables for these lease agreements are as follows:
 
   2013 2012
 Within one year  P1,828,935  P1,020,000 
 After one year but not more the five years   488,500  1,120,000 
    P2,317,435  P2,140,000 

 Rent expense amounted to P25,083,017 and P9,327,569 as at December 31, 2013 and for the period from January 25, 2012  to 
December 31, 2012, respectively. 

15. 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 notes to the financial statements, certain supplementary information for the taxable year. The amounts 
relating to such information may not necessarily be the same with those amounts disclosed in the notes to financial statements which were 
prepared in accordance with PFRSs. The following is the tax information required for the taxable year ended December 31, 2013: 

 I. Based on Revenue Regulations (RR) No. 19-2011 
 
  For the period ended December 31, 2013, the Branch does not have any taxable income and deductions with respect to the donations 
  received and expenses incurred under the exemption provided by Section 30 (e) of the National Internal Revenue Code. 

 II. Based on RR No. 15-2010 
 
  The Branch reported and/or paid the following types of taxes in 2013: 
 
  A. Withholding Taxes 

  Tax on compensation and benefits  P582,678 
  Final withholding taxes  313,239 
   P895,917 

  B. All Other Taxes (Local and National) 

  Other taxes paid during the year recognized under  
      “Taxes and licenses” account under Project  Expenses 
  Licenses and permits  P18,736

  
  C. Deficiency Tax Assessments 
 

  As at December 31, 2013, the Branch has no deficiency tax assessment. 
 
  D. Tax Cases 
 

   As at December 31, 2013, the Branch has no pending tax court cases nor has received tax assessment notices from the BIR. 
 

  The Branch is a non-VAT registered entity not engaged in the sale of goods or service. All of its receipts excluding interest income 
  from banks are coming from grants which were not charged with output VAT. The input tax incurred in all of its costs and expenses 
  were charged to statements of receipts and expenses. 

  

  Information on the custom duties and tariff fees, excise taxes and documentary stamp taxes are not applicable since no transactions
  that the Branch would be subject to these taxes. 
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R.G. Manabat & co.
The KPMG Cenrer, 9/F
6787 Ayala Avenue 
Makati City 1226, Metro Manila, Philippines

Brances . Subic . Cebu . Bacolod . Iloilo

March 15, 2014

Stichting BRAC International, Inc. - Philippine Branch
No. 1 R. Mañara Street
Rosary Heights 10
Cotabato City

Attention: Mr. Tanwir Rahman, Finance Director

Gentlemen

We have audited in accordance with Philippine Standards on Auditing, the financial statements of the Philippine Branch Office of Stichting 
BRAC International, Inc. (a nonstock, nonprofit organization) as at December 31, 2013 and for the period from January 25, 2012 
(establishment date) to December 31, 2012, and have issued our report thereon dated March 15, 2014. Such financial statements have been 
presented in Philippine peso, being the Branch’s functional currency.

In reference to your request, we are pleased to submit the accompanying financial statements containing supplementary information using 
the U.S. dollars as the measurement currency.

Please note that the said financial statements are intended solely as supplementary information and for the use of the Board of Directors of 
the Head Office of the Branch and Management of the Philippine Branch Office of Stichting BRAC International, Inc. and are not intended to 
be and should not be used by anyone other than these specified parties.

Yours very truly,

Arthur Z. Machacon
Partner

Telephone :  +63 (2) 885 7000
Fax:  +63 (2) 894 1985
Website:  www.kpmg.com.ph 
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  Note  2013  2012

ASSETS
Current Assets 
Cash  4, 5  $10,148,731    $10,893,734
Refundable deposit - current portion 4, 14 - 583
 Total Current Assets  10,148,731  10,894,317

Noncurrent Assets
Property and equipment - net   6  258,794   223,068 
Refundable deposit - net of current portion  4, 14  5,896  3,884 
 Total Noncurrent Assets    264,690  226,952
   $10,413,421  $11,121,269 

LIABILITIES 
Current Liabilities 
Accounts payable and accrued expenses    4, 7    $53,893   $10,100 
Deferred grant income - current 8  10,300,517  7,897,044 
 Total Current Liabilities    10,354,410  7,907,144 
Deferred grant income - net of current portion  8  59,011  3,214,125 
     $10,413,421  $11,121,269 
       
 
See Notes to the Financial Statements. 

Tanwir Rahman, Director Finance
BRAC & BRAC International
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STATEMENTS OF RECEIPTS AND EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2013 AND

FOR THE PERIOD FROM JANUARY 25, 2012 TO DECEMBER 31, 2012*
(Expressed in U.S. Dollars)

  Note  2013  2012

RECEIPTS
Grants  9   $8,198,207   $4,646,100 
Interest income 5  3,680  2,042 
     8,201,887  4,648,142 

EXPENSES 
PROJECT EXPENSES    
School supplies    2,112,998 788,178   
Community learning center expenses    1,094,867 477,470
Learning facilitators allowances    1,048,082  225,537 
Partner non-government organizations funding expenses  12  603,873  652,995 
Rent expense  14  564,806  221,157 
Training and orientation    522,762  472,311
Partner NGOs employee benefits    481,455  156,767 
Transportation and travel    370,945 194,154 
Salaries and employee benefits    370,331 202,195 
Evaluation activity expenses    221,731 157,811 
Office utilities    149,911 47,625
Production and development    126,595 182,392 
Taxes and licenses    422  174 
Others  12  374,308  120,956 
   12  8,043,086  3,899,722 

OTHER NONCASH (INCOME) EXPENSES 
Foreign exchange (gains) losses   (179,298)    406,014
Depreciation  6  48,316 14,744 
     (130,982) 420,758 
OTHER EXPENSES  13 289,783  327,662
     8,201,887  4,648,142
NET EXCESS OF RECEIPTS OVER EXPENSES    $   -      $   -     
       
 
*The Branch was established and registered with the Philippine Securities and Exchange Commission on January 25, 2012. 
See Notes to the Financial Statements.  

Tanwir Rahman, Director Finance
BRAC & BRAC International
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STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2013 AND

FOR THE PERIOD FROM JANUARY 25, 2012 TO DECEMBER 31, 2012*
(Expressed in U.S. Dollars)

  Note  2013  2012

CASH FLOWS FROM OPERATING
 ACTIVITIES
Net excess of receipts over expenses  $   -      $   -     
Adjustments for:  
 Unrealized foreign exchange (gains) losse    (179,298)   406,014 
 Depreciation  6  48,316  14,745 
 Interest income  5  (3,680) (2,042)
Excess (deficiency) receipts over expenses before working capital changes    (134,662)  418,717 
Decrease (increase)  in: 
 Refundable deposits - current portion   583  (583)
 Refundable deposits - net of current portion    (2,012)  (3,884)
Increase (decrease) in: 
 Deferred grant income - current   2,403,473   7,897,044 
 Deferred grant income - net of current portion    (3,155,114)  3,214,125 
 Accounts payable and accrued expenses    43,793  10,100 
Cash generated (used) from operations    (843,939)  11,535,519 
Interest received    3,680 2,042
Net cash provided (used) by operating activities    (840,259)  11,537,561 
CASH FLOWS FROM AN INVESTING ACTIVITY 
Additions to property and equipment   6   (84,042)  (237,813)
EFFECTS OF EXCHANGE RATE CHANGES GAIN (LOSSES) ON CASH    179,298  (406,014)
NET INCREASE IN CASH     (745,003) 10,893,734 
CASH AT BEGINNING OF YEAR  5  10,893,734 -     
CASH AT END OF YEAR  5  $10,148,731 $10,893,734
       
 
*The Branch was established and registered with the Philippine Securities and Exchange Commission on January 25, 2012. 
See Notes to the Financial Statements.  
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1. Branch Information 
 
 Stichting BRAC International, Inc. (the “Head Office”), a foundation registered under the laws of The Netherlands, was granted by the 

Philippine Securities and Exchange Commission (SEC) a license to transact business in the Philippines (the “Branch”) on January 25, 
2012 to manage the implementation of education assistance projects to Mindanao as part of the Australian Agency for International 
Development (AusAID) program. The Branch will implement the “Alternative Delivery Model (ADM) Project” of the Basic Education 
Assistance for Mindanao in the Autonomous Region in Muslim Mindanao (BEAM-ARMM) to enable communities without public schools 
or have difficulty in access to basic education services.  

 
 The Branch’s management and implementation of the ADM for basic education assistance in ARMM follows: 
 
 Component 1: Curriculum, Materials and Assessment Development 
 This component will involve reviewing the Department of Education’s (DepED) standard curriculum for both pre-school and the six-year 

elementary education to develop a mechanism and instructional plan for enhanced delivery, appropriate teaching and learning materials 
for both pre-school and elementary education and the mechanism and tools to monitor and measure student learning and inform how 
the program delivery could be improved. 

 
 Component 2: Community Learning Center Operations 
 This component involves the establishment and operation of Community Learning Centers (CLCs) in identified priority barangays (villages). 

The CLCs will implement the curriculum for both pre-school and elementary education targeting primarily the out-ofschool children in 
barangays without schools and in areas with large number of out-of-school children. 

 
 Component 3: Capacity Building 
 This Component will develop the capacity of key stakeholders to manage and sustain the implementation of an alternative delivery model 

for basic education. The key activities under this component include core resource group training in Bangladesh for senior managers of 
DepED Central and ARMM, trainings and workshops for specialized trainers, curriculum writers, Project Officers and Coordinators, learning 
facilitators and specialized trainings for educators on curriculum  materials development, assessment and instructional supervision. 

 
 Component 4: Project Management, Monitoring and Evaluation 
 This component will include the establishment, staffing and operations of the project management unit and provincial offices. In addition 

to that, this component will perform the general coordination and supervision of CLCs, monitoring and evaluation, policy support and 
coordination for scale-up to other regions and to conduct research and impact evaluations and policy advocacies. 

 
 As a nonstock, nonprofit organization, organized and operating exclusively for the above purposes, the Branch is exempt from income 

tax pursuant to Section 30 of the Tax Reform Act of 1997 (R.A. 8424).  However, income derived from its properties, real or personal, or 
from any of its activities conducted for profit regardless of the disposition made of such income, is subject to tax. 

 
 The registered office of the Branch, which is also its principal place of business, is located at House No. 1 R. Mañara Street, Rosary 

Heights 10, Cotabato City. 



42   Annual Report 2013 Annual Report 2013   43

STICHTING BRAC INTERNATIONAL, INC. PHILIPPINE BRANCH
(A Nonstock, Nonprofit organization)

NOTES TO FINANCIAL STATEMENTS (contd.) 
(Expressed in U.S. Dollars)

2. Basis of Preparation 
 
 Statement of Compliance 
 The 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 consist of PFRSs, 
Philippine Accounting Standards (PASs), and Philippine Interpretations issued by the Financial Reporting Standards Council (FRSC). 

 
 The financial statements as at December 31, 2013 and for the period from January 25, 2012 to December 31, 2012, were approved and 

authorized for issuance by the Finance Director on March 15, 2014, as designated by the Board of Directors of the Head Office of the 
Branch on April 1, 2013. 

 
 Basis of Measurement 
 The Branch’s financial statements have been prepared under the historical cost basis of accounting. 
 
 Functional and Presentation Currency 
 The Branch’s functional currency is in Philippine peso. However, these financial statements were prepared using U.S. dollar as the 

Branch’s presentation currency. All financial information expressed in U.S. dollar has been translated using the closing rate of BSP as at 
December 31, 2013 and 2012 and has been rounded off to the nearest U.S. dollar, except when otherwise indicated. These financial 
statements were prepared solely for the use of management.

 
 Use of Estimates and Judgments 
 The preparation of the financial statements in accordance with PFRSs requires management to make judgments, estimates and 

assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, receipts and expenses. 
However, uncertainty about these judgments, estimates and assumptions could result in outcome that could require a material adjustment 
to the carrying amount of the affected asset or liability in the future. 

 
 Judgments and estimates are continually evaluated and are based on historical experience and other factors, including expectations of 

future events that are believed to be reasonable under the circumstances. Revisions are recognized in the period in which the judgments 
and estimates are revised and in any future period affected. 

 
 Judgments 
 In the process of applying the Branch’s accounting policies, management has made the following judgments, apart from those involving 

estimation, which have the most significant effect on the amounts recognized in the financial statements: 
 
 Determining Functional Currency 
 Based on the economic substance of the underlying circumstances relevant to the Branch, the functional currency has been determined 

to be the Philippine peso.  It is the currency that mainly influences the cost of implementing the project. 

 Assessing Lease Arrangement 
 The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception date and 

requires assessment of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets and arrangement 
conveys a right to use the asset. 

 
 Operating Lease - Branch as Lessee 
 The Branch has entered into a lease agreement as lessee. The Branch had determined that all significant risks and rewards of ownership 

of the properties leased from third parties are retained by the lessors under operating lease agreements. 
 
 Rent expense charged to statements of receipts and expenses amounted to $568,806 and $221,157 for December 31, 2013 and for the 

period from January 25, 2012 to December 31, 2012, respectively (see Note 14).  
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 Estimates and Assumptions 
 The key estimates and assumptions used in the financial statements are based upon management’s evaluation of relevant facts and 

circumstances as at the date of the financial statements.  Actual results could differ from such estimates: 
 
 Estimating Useful Lives of Property and Equipment 
 The Branch estimates the useful lives of property and equipment based on the period over which the assets are expected to be available 

for use or the duration of the project whichever is shorter. The estimated useful lives of property and equipment are reviewed periodically 
and are updated if expectations differ from previous estimates due to physical wear and tear, technical or commercial obsolescence and 
legal or other limits on the use of the assets. In addition, estimation of useful lives is based on collective assessment of industry practice, 
internal technical evaluation and experience with similar assets.  It is possible, however, that future financial performance could be 
materially affected by changes in estimates brought about by changes in factors mentioned above.  The amounts and timing of recorded 
expenses for any period would be affected by changes in these factors and circumstances.  

 
 A reduction in the estimated useful lives of property and equipment would increase depreciation expense and decrease noncurrent assets. 
 
 As at December 31, 2013 and 2012, the property and equipment, net of depreciation amounted to $258,794 and $223,068, respectively 

(see Note 6).

3. Summary of Significant Accounting Policies 
 
 The accounting policies set out below have been applied to all period presented in these financial statements, and have been applied 

consistently by the Branch, except for the changes in accounting policies as explained below. 
 
 Adoption of New or Revised Standards, Amendments to Standards and Interpretations
 There were new standards, amendments to standards and interpretations for the annual period beginning January 1, 2013, none of which 

has a significant effect on the financial statements of the Branch.  

 New or Revised Standards, Amendments to Standards, and Interpretations Not yet Adopted 
 A number of new or revised standards, amendments to standards and interpretations are effective for annual periods beginning after 

January 1, 2013, and have not been applied in preparing the financial statements. Those which may be relevant to the Branch are set out 
below.  The Branch does not plan to adopt these standards early and the extent of the impact has not been determined. 

 
 •	 		Offsetting	Financial	Assets	and	Financial	Liabilities	(Amendments	to	PAS	32). These amendments clarify that: 
  
  • An entity currently has a legally enforceable right to set-off if that right is: 
   - not contingent on a future event; and 
   - enforceable both in the normal course of business and in the event of default, insolvency or bankruptcy of the entity and all counterparties; 
    and 
  • Gross settlement is equivalent to net settlement if and only if the gross settlement mechanism has features that: 
   - eliminate or result in insignificant credit and liquidity risk; and 
   - process receivables and payables in a single settlement process or cycle. 
 
  These amendments are effective for annual periods beginning on or after January 1, 2014 and are to be applied retrospectively. 
 
  • PFRS 9, Financial	Instruments	(2010)	and	PFRS	9,	Financial	Instruments	(2013)	

PFRS 9 (2009) introduces new requirements for the classification and measurement of financial assets. Under PFRS 9 (2009), 
financial assets are classified and measured based on the business model in which they are held and the characteristics of their 
contractual cash flows. PFRS 9 (2010) introduces additions relating to financial liabilities.  
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   PFRS 9 (2013) introduces the following amendments: 
 
  • A substantial overhaul of hedge accounting that will allow entities to better reflect their risk management activities in the financial statements; 
  • Changes to address the so-called ‘own credit’ issue that were already included in PFRS 9, Financial Instruments to be applied in  

  isolation without the need to change any other accounting for financial instruments; and 
  • Removes the January 1, 2015 mandatory effective date of PFRS 9, to provide sufficient time for preparers of financial statements 
   to make the transition to the new requirements. 
  

The IASB is currently discussing some limited amendments to the classification and measurement requirements in IFRS 9 and is also discussing 
the expected credit loss impairment model to be included in IFRS 9. Once those deliberations are complete the IASB expects to publish a 
final version of IFRS 9 that will include all of the phases: Classification and Measurement; Impairment and Hedge Accounting. That version 
of IFRS 9 will include a new mandatory effective date.

 The Branch will assess the impact of the new and revised standards and amendments to standards on the financial statements upon 
adoption on their respective effective dates. 

 
 Financial Instruments 
 All financial instruments, whether financial assets or financial liabilities, are initially measured at fair value, except for financial assets and 

financial liabilities valued at fair value through profit or loss (FVPL) in which initial measurement includes transaction costs. The Branch 
classifies its financial assets into the following categories: held-to-maturity (HTM) investments, available-for-sale (AFS) financial assets, 
FVPL financial assets, and loans and receivables. The Branch classifies its financial liabilities as either FVPL financial liabilities or other 
financial liabilities.  

 
 The classification depends on the purpose for which the financial assets are acquired or the financial liabilities are incurred, and whether 

the instruments are quoted in an active market. Management determines the classification of its financial assets and financial liabilities at 
initial recognition and, where allowed and appropriate, re-evaluates such designation at every reporting date. 

 
 The Branch has no FVPL financial assets, AFS financial assets and HTM investments as at December 31, 2013 and 2012. 
 
 The Branch recognizes a financial asset or a financial liability in the statements of assets and liabilities when it becomes a party to the 

contractual provisions of the instrument.  In the case of a regular way purchase or sale of financial assets, recognition is done using 
settlement date accounting. Financial instruments are recognized initially at fair value of the consideration given (in case of an asset) or 
received (in case of a liability). 

 
 Financial instruments are offset when the Branch has a legally enforceable right to offset and intends to settle either on a net basis or to 

realize the asset and settle the liability simultaneously. 

 The measurement of financial instruments at initial recognition and subsequent to initial recognition is described below: 

 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.  They are not entered into with the intention of immediate or short-term resale and are not designated as AFS financial 
assets or financial assets at FVPL. Loans and receivables are carried at cost or amortized cost, less impairment in value. Amortization is 
determined using the effective interest rate method. Gains and losses are recognized in the statement of receipts and expenses when the 
loans and receivables are derecognized or impaired, as well as through amortization process. 

 The Branch’s cash and refundable deposits are included in this category. 

 Cash includes cash on hand and in banks which is stated at its face value.  
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 Financial Liabilities 
 Other Financial Liabilities  
 This category pertains to financial liabilities that are not designated or classified as at FVPL.  After initial measurement, other financial liabilities 

are carried at amortized cost using the effective interest rate method. Amortized cost is calculated by taking into account any premium or 
discount and any directly attributable transaction costs that are considered an integral part of the effective interest rate of the liability. 

 
 The Branch’s accounts payable and accrued expenses (excluding statutory liabilities to government agencies) and deferred grant income 

are classified under this category. 
 
 Derecognition of Financial Assets and Financial Liabilities 
 Financial Assets 
 A financial asset (or, where applicable, a part of a financial asset or part of the Branch of similar financial assets) is derecognized when: 
 
 •  the right to receive cash flows from the asset expired; 
 
 •  the Branch 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 
 
 •  the Branch 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 Branch has transferred its rights 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 Branch’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 or the maximum amount of consideration that the Branch could be required to repay. 

 
 Financial Liabilities 
 A financial liability is derecognized when the obligation under the liability is discharged, cancelled or has 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 the statements of receipts and expenses. 

 Offsetting Financial Instruments 
 Financial assets and financial liabilities are offset and the net amount is reported in the statements of asset and liabilities 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 statements of asset and liabilities. 

 Impairment of Financial Assets 
 The Branch assesses at each 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.
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 Assets Carried at Amortized Cost 
 For assets carried at amortized cost such as loans and receivables, the Branch 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 Branch 
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. 

 
 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) discounted at the financial asset’s original effective interest 
rate (i.e., the effective interest rate computed at initial recognition). Time value is generally not considered when the effect of discounting 
the cash flows is not material.  If a loan or receivable has a variable rate, the discount rate for measuring any impairment loss is the current 
effective interest rate, 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 statements of receipts and expenses.  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 the statements of receipts and 
expenses, to the extent that the carrying amount of the asset does not exceed its amortized cost at the reversal date.

 Property and Equipment 
 Items of property and equipment are initially measured at cost. After initial recognition, all items of property and equipment are measured 

at cost less accumulated depreciation, and accumulated impairment losses, if any. Cost includes expenditure that is directly attributable 
to the acquisition of the asset.  The cost of replacing a part of an item of property and equipment is recognized in the carrying amount of 
the item if it is probable that the future economic benefits embodied within the part will flow to the Branch, and its cost can be measured 
reliably.  The carrying amount of the replaced part is derecognized.  The costs of the day-to-day servicing of property and equipment are 
recognized in the statements of receipts and expenses as incurred. 

 
 Depreciation is calculated over the depreciable amount, which is the cost of an asset less its residual value, if any. Depreciation is 

recognized in the statements of receipts and expenses on a straight-line basis over the estimated useful lives of each part of an item of 
property and equipment, since this most closely reflects the expected pattern of consumption of the future economic benefits embodied 
in the asset.  

 The estimated useful life of each item of property and equipment is as follows:

    Numbers of Years
    Office furniture and equipment   3 - 5
    Transportation equipment 5 
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 If there is an indication that there has been a significant change in the depreciation method, useful life or residual value of an asset, the 

depreciation of that asset is reviewed and adjusted prospectively if appropriate. 
 
 Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds from disposal with the 

carrying amount of property and equipment, and are recognized on a net basis in the statements of receipts and expenses. 

 Impairment of Non-financial Assets 
 The carrying amounts of the Branch’s nonfinancial assets such as property and equipment are reviewed at each reporting date to 

determine whether there is any indication of impairment. If any such indication exists, the assets’ recoverable amount is estimated. 
 
 An impairment loss is recognized in the statements of receipts and expenses whenever the carrying amount of an asset or its cash 

generating unit exceeds its recoverable amount. The recoverable amount of a non-financial asset is the greater of the asset’s fair value 
less costs to sell and its value in use.  

 
 The fair value less costs to sell is the amount obtainable from the sale of the asset in an arm’s length transaction. Value in use is the 

present value of the estimated future cash flows expected to arise from the continuing use of an asset and from its disposal at the end 
of the 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 cash flows largely independent of those from other assets, the recoverable amount is determined for the cash-generating unit 
to which the asset belongs. 

 
 An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss 

is reversed only to the extent that the assets’ carrying amount does not exceed the carrying amount that would have been determined, 
net of depreciation or amortization, if no impairment loss had been recognized. Reversals of impairment are recognized in the statements 
of receipts and expenses. 

 
 Receipts Recognition 
 Grants received from the AusAID are initially recognized as deferred income and are then recognized as income to the extent of the expenses 

incurred for the period as set in the conditions associated with the grant.  Assets acquired thru the grant are also recognized as deferred 
income and are recognized as income on a systematic basis over the useful life of the asset or duration of the project whichever is shorter. 

 
 Interest Income  
 Interest income, presented net of applicable tax withheld by the bank, is recognized when earned.   

 Expense Recognition 
 Expenses are recognized when decrease in future economic benefits related to a decrease in an asset or an increase of a liability has 

arisen that can be measured reliably. Expenses are recognized when they are incurred. 
 
 Operating Lease 
 Leases which do not transfer to the Branch substantially all the risks and benefits of ownership of the asset are classified as operating 

leases.  Operating lease payments are recognized as an expense in the statements of receipts and expenses on a straight-line basis over 
the lease term unless other systematic basis is more representative of the time pattern of the Branch’s benefit. 

 
 Foreign Currency Transactions 
 Transactions denominated in foreign currencies are recorded in Philippine peso using the exchange rate at the date of the transaction. 

Monetary assets and liabilities denominated in foreign currencies are translated in Philippine peso using the exchange rate prevailing at 
the reporting date.

 
 Exchange rate differences arising from the settlement of monetary items at rates different from those at which they were initially recorded 

and translated at reporting date are recognized in the statements of receipts and expenses in the period in which they arise.
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 Related Parties 
 Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise significant 

influence over the other party in making financial and operating decisions. Parties are also considered to be related if they are subject to 
common control or common significant influence. 

 
 Related parties may be individuals or corporate entities. Transactions between related parties are on an arm’s length basis in a manner 

similar to transactions with non-related parties. 
 
 Provisions and Contingencies 
 Provisions are recognized when the Branch has a legal or constructive obligation as a result of a past events, it is probable that an outflow 

of economic benefits will be required to settle the obligation and reliable estimate of the amount can be made. 
 
 Contingent liabilities are  not recognized in the financial statements. These are disclosed in the notes to the financial statements unless 

the possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are not recognized in the financial 
statements but are disclosed in the notes to the financial statements when an inflow of economic benefits is probable. 

 
 Events After the Reporting Date 
 Post year-end event after the reporting date that provides additional information about the Branch’s statements of assets and liabilities at 

reporting date (adjusting event) is reflected in the financial statements.  Post year-end event after the reporting date that is not an adjusting 
event is disclosed in the notes to the financial statements when material. 

4. Financial Risk Management 
 
 Objectives and Policies 
 The Branch has exposure to the following risks from its use of financial instruments: 
 
 •  Credit Risk 
 •  Liquidity Risk 
 •  Market Risk 
 
 This note presents information about the Branch’s exposure to each of the above risks, the Branch’s objectives, policies and processes for 

measuring and managing such risks, and the Branch’s management of capital.  Further quantitative disclosures are included throughout 
the notes to the financial statements. 

 
 The main purpose of the Branch’s dealings in financial instruments is to fund its operations and capital expenditures. 
 
 The Governing Body of the Head Office of the Branch has overall responsibility for the establishment and oversight of the Branch’s risk 

management framework.  The Governing Body has established the Audit Committee, which is responsible for developing and monitoring 
the Branch’s risk management policies.   

 
 The Audit committee identifies all issues affecting the operations of the Branch and reports regularly to the Governing Body on its activities. 

The Branch’s risk management policies are established to identify and analyze the risks faced by the Branch, to set appropriate risk limits 
and controls, and to monitor risks and adherence to limits.  Risk management policies and systems are reviewed regularly to reflect changes 
in market conditions and the Branch’s activities.  All risks faced by the Branch are incorporated in the annual operating budget.  

 
 Mitigating strategies and procedures are also devised to address the risks that inevitably occur so as not to affect the Branch’s operations 

and detriment forecasted results.  
 
 The Branch, through its training on and management of standards and procedures, aims to develop a disciplined and constructive control 

environment in which all employees understand their roles and obligations. 
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 The Country Representative perform oversight over financial management functions, specifically in the areas of managing credit, liquidity, 

market and other risks of the Branch. The Country Representative directly interfaces with the internal audit function, which undertakes 
reviews of risk management controls and procedures and ensures the integrity of internal control activities which affect the financial 
management system of the Branch.  

 
 Credit Risk 
 The results of procedures performed by the Country Representative are reported to the Audit Committee. The Country Representative 

reviews and institutes policies for managing each of the risks and they are summarized below. 
 
 The maximum exposure to credit risk for the Branch’s financial assets as at December 31 is presented below: 

  Note  2013  2012

 Cash in banks 5  $10,139,173  $10,882,086 
 Refundable deposits  14  5,896  4,467 
     $10,145,069  $10,886,553

 Further details on the credit risk relating to the above Branch’s financial assets that are neither past-due nor impaired follow:

   Standard 
 2013  High Grade  Grade  Total
 Cash in banks  $10,139,173  $    -      $10,139,173 
 Refundable deposits  5,896  -      5,896
   $10,145,069  $    -      $10,145,069 

   Standard 
 2012  High Grade  Grade  Total
 Cash in banks  $10,882,086  $   -      $10,882,086 
 Refundable deposits  4,467  -      4,467 
   $10,886,553  $   -     $10,886,553

The credit qualities of financial assets were determined as follows: 
 
 •  Cash in banks are considered high grade as these pertains to deposits in reputable banks. 
 
 •  Refundable deposits are considered high grade as these pertain to deposits that are covered by the lease agreements.  
 
The Branch’s policy is to enter into transactions with a diversity of creditworthy parties to mitigate any significant concentration of credit risk.
There is no significant concentration of credit risk within the Branch for the period ended December 31, 2013 and 2012. 
 
Liquidity Risk  
Liquidity risk is the risk that the Branch will not be able to meet its financial obligations as they fall due. The Branch manages liquidity risk by
forecasting projected cash flows and maintaining a balance between continuity of funding and flexibility in operations. Treasury controls and
procedures are in place to ensure that sufficient cash is maintained to cover daily operational and working capital requirements.  
 
Management closely monitors the Branch future and contingent obligations and sets up required cash reserves as necessary in accordance
with internal requirements.  
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 The following are the contractual maturities of financial liabilities: 
   As at December 31, 2013 
  Carrying  Contractual  6 Months  6 - 12  Over 1
  Amount  Cash Flow  or Less  Months  Year 
 Accounts payable and accrued 
    expenses*  $48,593  $48,593   $46,755  $   -        $1,838

 *Excluding any statutory liabilities to government agencies 
  
  
   As at December 31, 2012 
  Carrying  Contractual  6 Months  6 - 12  Over 1
  Amount  Cash Flow  or Less  Months  Year 
 Accounts payable and accrued 
    expenses*  $5,835  $5,835  $5,835  $   -      $   -
 
 *Excluding any statutory liabilities to government agencies 

 Market Risk 
 Market risk is the risk that changes in foreign exchange rates which affect the Branch’s income or the value of its holdings of financial 

instruments. The objective of market risk management is to manage and control market risk exposures within acceptable parameters, 
while optimizing the return. 

 
 Foreign Currency Risk 
 The Branch is exposed to foreign currency risk on monetary assets held in currencies other than the Philippine peso, the Branch ensures 

that its exposure is kept to an acceptable level by maintaining regular savings deposits in US dollar and Australian dollar, and buying 
foreign currencies at spot rates where necessary to address shortterm imbalances. 

 
 The Branch’s foreign currency-denominated asset (cash) as at December 31 are as follows: 

   Exchange USD 
2013  Current Asset  Rate  Equivalent

 Currency   
  PHP 397,200,958   44.41  8,943,953 
  AUD  4,959  39.46  126   

    8,944,079 

   Exchange USD 
2012  Current Asset  Rate  Equivalent

 Currency    
  USD 10,100,909  41.19   245,227
  AUD  5,803 42.67  136
       245,363

 The Branch recognized foreign exchange gains of $0.18 million in 2013 and foreign exchange loss of $0.41 million in 2012. 
 
 Sensitivity Analysis 
 A 6% strengthening of the US dollars against PHP and AUD as at December 31, 2013 and 2012 will decrease receipts and expenses 

by $0.54 million and $0.61 million, respectively.
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 A 6% weakening of the Philippine peso against the above currencies as at December 31, 2013 and 2012 will have the equal but opposite 

effect, on the basis that all other variables remain constant. 
  
5. Cash  
  
 This account consists of:

  Note  2013  2012

 Cash on hand    $9,558   $11,648 
 Cash in banks   4  10,139,173  10,882,086 
     $10,148,731   $10,893,734 

 Cash in banks earns annual interest at the respective bank deposit rates.  
 
 Interest income earned from cash in banks for December 31, 2013 and for the period from January 25, 2012 to December 31, 2012 

amounted to $3,680 and $2,042, respectively.

6.  Property and Equipment  
 
 The movements and balances of this account consist of: 
 
  Office Furniture  Transportation 
   and Equipment  Equipment  Total 

 Gross Carrying Amount 
 December 31, 2012   $68,791  $169,022   $237,813 
 Additions   64,967  19,075  84,042 
 December 31, 2013  133,758  188,097  321,855
 Accumulated Depreciation 
 December 31, 2012   3,825  10,920 14,745 
 Depreciation  35,630  12,686  48,316 
 December 31, 2013  39,455  23,606  63,061 
 Carrying Amount  
 December 31, 2012  $64,966 $158,102  $223,068
 December 31, 2013  $94,303  $164,491  $258,794 

7. Accounts Payable and Accrued Expenses

 This account consists of: 
 
   2013 2012
 Payable to a NGO partner      $46,755 $   - 
 Withholding tax payable   3,534 2,334
  Accrued expenses  1,838  216
 Payroll-related payable  1,766  1,931 
 Accounts payable   -      5,619
    $53,893 $10,100

 Payable to a NGO partner is the excess of the cost of the project over the fund provided by the Branch. 
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8. Deferred Grant Income 
 
 This account consists of:
  

 Grants Received in Advance  2013 2012
 Current $10,300,517 $7,897,044
 Noncurrent 59,011 3,214,125
  $10,359,528  $11,111,169

 The Grants received in advance pertains to the remaining balance of the received grant tranches which has not yet been utilized in the 
implementation of the ADM project. 

9. Grants   
  A Grant Agreement between the Commonwealth of Australia, represented by the AusAID and Stichting BRAC International, Inc. was 

made on February 3, 2012 for undertaking the ADM project for the Basic Education Assistance for Mindanao in the Autonomous Region 
in Muslim Mindanao (BEAM-ARMM). The Grant Agreement is effective up to June 30, 2015.

 
 In accordance with the provisions of the Grant Agreement, the Branch will receive from the AusAID a grant up to maximum of 

AUD30,500,000 for the management and implementation of the ADM project which will be given in four (4) tranches as follows: 
 
 •  the first tranche amounting to AUD7,000,000 will be given within thirty (30) days of the date of the agreement; 
 
 •  the second tranche amounting to AUD7,700,000 will be given in August 2012; 
 
 •  the third tranche amounting to AUD9,000,000 will be given in August 2013; and 
 
 •  the fourth and final tranche amounting to AUD6,800,000 will be given in August 2014. 
 
 The schedule of tranches is subject to terms and conditions as stipulated in the Grant Agreement.

10. Related Party Transactions
 
 In the implementation of the ADM project, the Branch has transactions with its related parties as at December 31, 2013 and 2012 as follows: 
  
  Outstanding
         Balance     

     Amount of the  Due to  Terms and
 Category/Transaction Year  Note  Transaction  Related Parties  Conditions
 Parent
  • Technical support  2013  13  $241,426  $ -      30 days; non-interest  

     bearing; unsecured 
   2012    $250,451 $ -     30 days; non-interest 
      bearing; unsecured

 Compensation and other short-term benefits of key management personnel amounted to $150,614 and $112,344  as at December 31, 
2013 and for the period from January 25, 2012  to December 31, 2012, respectively.
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 The Branch has settled all of its related party obligations, hence, have no outstanding balance as at December 31, 2013 and 2012. The 

Branch has no receivables from related parties as at December 31, 2013. 
  

11. Partnerships with Local Non Government Organizations (NGOs)
 
 The Branch entered into various agreements with local Non Government Organizations (NGOs). As provided under the terms of the 

agreement, the Partners will manage the operations of the community learning centers in their designated provinces in ARMM.  
 
 As at December 31, 2013, the Branch has 16 duly recognized local NGOs (11 NGO’s in 2012) for the implementation and management 

of the ADM project. The Branch and local NGO’s are currently managing 17 including BRAC NGO and 1,010 community learning centers 
as at December 31, 2013 (410 community learning center in 2012).  

12. Project Expenses
 
 Project expenses per cost component as at December 31, 2013 and for the period from January 25, 2012 to December 31, 2012 are 

presented below: 
  
 Description  2013 2012
 Component 1: Curriculum, Materials and Assessment Development  $126,595  $182,392
 Component 2: Community Learning Center  Operations  6,367,978  2,270,577
 Component 3: Capacity Building  83,770  283,436
 Component 4: Project Management, Monitoring and Evaluation  860,870  510,322 
   7,439,213 3,246,727
 Partner non-government organizations funding expenses  603,873  652,995 
   $8,043,086  $3,899,722

 The Branch disburses funds to its local partner NGOs on a quarterly basis for the implementation and management of their operations in 
their designated areas and provinces. The Partners NGOs will then liquidate the funds received for the expenses incurred in accordance 
with the agreement. As at December 31, 2013 and 2012, the disbursed fund to the Partner NGOs which was not yet liquidated amounted 
to $603,873 and $652,995, respectively. 

 The Branch disbursed funds to local partner NGOs balance are as follows:

 Description  2013 2012
 Maranao People Development Center, Inc.  $157,089 $135,379
 Lanao Young Educators Civic Alliance for Progress, Inc.  63,153  42,729
 Social Services for Grassroots Community Development, Inc.  50,292  21,011
 Kapagawida Development Services Association, Inc.  47,144  27,989 
 Integrated Resource Development for Tri-People   44,182   -     
 Tapukan Farmers Multi-Purpose Cooperative  36,534 17,139 
 Kalimudan Sa Ranao Foundation, Inc.  35,630 39,503
 Sug Educators Forum Incorporated  29,373   -     
 Nagdilaab Foundation Inc.  26,696  -     
 Muslim Upliftment Foundation of Tawi-Tawi, Inc.  26,082  18,568
 Notre Dame University  25,256  50,409 
 Concerned Alliance of Professional and Students Inc.  22,911  -     
 Mindanao Autonomous College Foundation Inc.  21,701 -     
 Mahardika Institute of Technology, Inc.  9,273 24,866
 Integrated Learning for Moslems and Highlanders Foundation  8,557 25,182 
 Community and Family Services International  -     250,220 
   $603,873  $652,995 
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 The teachers and classroom supplies still undelivered and awaiting distribution to Maguindanao, Lanao, Sulu, Basilan and Tawi-Tawi 

province amounted to $579,038 and $414,316 as at December 31, 2013 and 2012, respectively. 

 Other project expenses during the period include: 

   2013 2012
 Service charge overhead costs   $239,363  $81,445 
 Provincial office administrative expenses   65,465 38,288
 Innovation   64,260  -     
 Insurance   5,220 1,223 
   $374,308 $120,956

 Service charge overhead costs are general and administrative expenses incurred by the Partner NGOs.

13. Other Expenses 

 This account consists of:

  2013 2012
` Technical support   $241,426  $250,451 
 Security measurement management   15,565  14,672 
 Training expense   10,503 11,139 
 Support services   7,022  10,067 
 Transportation and travel   4,987  9,339 
 Utilities  2,123 9,639 

Outside services   1,246  8,896 
 Others   6,911 13,459
    $289,783  $327,662

 Technical support pertains to reimbursements of the Head Office for expenses incurred in providing administration and financial management 
systems to the Branch. It also entails sending support personnel for the efficient and effective management and implementation of the 
ADM project in accordance with the provision of the Grant Agreement. 

14. Lease Commitments
 On March 5, 2012, the Branch entered into a lease agreement for a parcel of land located at No. 1 R. Mañara Street, Rosary Heights 10, 

Cotabato City with two (2) residential buildings, two (2) stories with an annex one room office and a guard house, with concrete perimeter 
fence. The lease was agreed for a fixed period of three (3) years beginning March 1, 2012 to February 28, 2015 renewable thereafter upon 
mutual agreement of both parties.

 The Branch also entered into other lease agreements as follows: a) one (1) year renewable lease contract commencing in June 2012 for a 
two-story apartment at Childrant Village, Iligan City. Lease was renewed on August 1, 2013, for another two (2) years; and b) two (2) years 
renewable lease terms expiring in 2015 for the Branch’s three (3) new office premises in Davao City, Upi Maguindanao and Zamboanga 
City. All these lease agreements require refundable deposit.

 Refundable deposit as at December 31, 2013 and 2012 amounted to $5,896 and $4,467, respectively. Of the $4,467 refundable deposit 
in 2012, in accordance with the lease agreements, $583 was classified as current.
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 The Future renatl payables for these agreements are as follows: 

   2013 2012
 Within one year  $41,183 $24,763
 After one year but not more the five years  11,000  27,191 
    $52,183 $51,954
 

 Rent expense amounted to $564,806 and $221,157 as at December 31, 2013 and for the period from January 25, 2012  to December 
31, 2012, respectively.
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