




























Adaptation. Resilience. Sustainability. 13

*SGVFS181904*

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees
Philippine Council for NGO Certification, Inc.

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Philippine Council for NGO Certification, Inc. (the Council),
which comprise the statements of financial position as at December 31, 2022 and 2021, statements of
income, statements of changes in fund balance and statements of cash flows for the years then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Council as at December 31, 2022 and 2021, and its financial performance and its cash
flows for the years then ended in accordance with Philippine Financial Reporting Standards for Small
Entities (PFRS for SEs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs).  Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report.  We are independent of the Council in accordance with
the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics) together with the
ethical requirements that are relevant to our audit of the financial statements in the Philippines, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the Code of
Ethics.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with PFRS for SEs, 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.

In preparing the financial statements, management is responsible for assessing the Council’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Council or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance is responsible for overseeing the Council’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit.  We also:

● Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion.  The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

● Obtain an understanding of internal control relevant to the audit 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 Council’s internal control.

● Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

● Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Council’s ability to continue as a going concern.  If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion.  Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report.  However, future events or conditions may cause the Council to cease to continue as
a going concern.

● Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

A member firm of Ernst & Young Global Limited
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Report on the Supplementary Information Required Under Revenue Regulations 34-2020
and 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole.  The supplementary information required under Revenue Regulations (RR) 34-2020 and
15-2010 in Notes 16 and 17 to the financial statements, respectively, are presented for purposes of filing
with the Bureau of Internal Revenue and are not required parts of the basic financial statements.  Such
information is the responsibility of the management of Philippine Council for NGO Certification, Inc.
The information has been subjected to the auditing procedures applied in our audit of the basic financial
statements.  In our opinion, the information is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Jennifer D. Ticlao
Partner
CPA Certificate No. 109616
Tax Identification No. 245-571-753
BOA/PRC Reg. No. 0001, August 25, 2021, valid until April 15, 2024
SEC Partner Accreditation No. 109616-SEC (Group A)

Valid to cover audit of 2022 to 2026 financial statements of SEC covered institutions
SEC Firm Accreditation No. 0001-SEC (Group A)

Valid to cover audit of 2021 to 2025 financial statements of SEC covered institutions
BIR Accreditation No. 08-001998-110-2020, November 27, 2020, valid until November 26, 2023
PTR No. 9566008, January 3, 2023, Makati City

March 29, 2023

A member firm of Ernst & Young Global Limited
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PHILIPPINE COUNCIL FOR NGO CERTIFICATION, INC.
(A Nonstock, Non-profit Corporation)
STATEMENTS OF FINANCIAL POSITION

December 31
2022 2021

ASSETS

Current Assets
Cash (Note 3) P=4,542,355 P=7,260,266
Receivables (Note 4) 1,321,638 429,610

Total Current Assets 5,863,993 7,689,876

Noncurrent Assets
Investments (Note 5) 21,095,685 17,730,200
Property and equipment (Note 6) 696,395 721,002
Rental deposits (Note 14) 39,295 39,295

Total Noncurrent Assets 21,831,375 18,490,497

P=27,695,368 P=26,180,373

LIABILITIES AND FUND BALANCE

Current Liabilities
Accounts and other payables (Note 7) P=1,025,346 P=478,159
Deferred support income (Note 8) 1,254,367 2,645,565

Total Current Liabilities 2,279,713 3,123,724

Noncurrent Liability
Net retirement liability (Note 13) 1,065,647 660,862

Total Liabilities 3,345,360 3,784,586

Fund Balance
Restricted funds (Note 15) 21,000,000 ‒
Unrestricted funds 3,350,008 22,395,787

Total Fund Balance 24,350,008 22,395,787

P=27,695,368 P=26,180,373

See accompanying Notes to Financial Statements.
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PHILIPPINE COUNCIL FOR NGO CERTIFICATION, INC.
(A Nonstock, Non-profit Corporation)
STATEMENTS OF INCOME

Years Ended December 31
2022 2021

INCOME
Dues (Note 9) P=6,421,400 P=7,402,800
Grants and donations (Note 10) 6,325,445 1,151,934
Interest income (Notes 3 and 5) 187,315 168,512
General assembly contributions 117,700 ‒
Change in fair value of investments (Note 5) 95,685 98,100

13,147,545 8,821,346

EXPENSES
Program disbursements (Note 11) 9,228,329 5,092,114
General and administrative expenses (Note 12) 1,964,995 1,844,768

11,193,324 6,936,882

EXCESS OF INCOME OVER EXPENSES P=1,954,221 P=1,884,464

See accompanying Notes to Financial Statements.
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PHILIPPINE COUNCIL FOR NGO CERTIFICATION, INC.
(A Nonstock, Non-profit Corporation)
STATEMENTS OF CHANGES IN FUND BALANCE

Years Ended December 31
2022 2021

Unrestricted Funds
Balance at beginning of year P=22,395,787 P=20,511,323
Excess of income over expenses 1,954,221 1,884,464
Reclassification to restricted funds (Note 15) (21,000,000) ‒
Balance at end of year 3,350,008 22,395,787

Restricted Funds
Balance at beginning of year ‒ ‒
Reclassification to restricted funds (Note 15) 21,000,000 ‒
Balance at end of year 21,000,000 ‒

Balances at end of year P=24,350,008 P=22,395,787

See accompanying Notes to Financial Statements.
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PHILIPPINE COUNCIL FOR NGO CERTIFICATION, INC.
(A Nonstock, Non-profit Corporation)
STATEMENTS OF CASH FLOWS

Years Ended December 31
2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Excess of income over expenses P=1,954,221 P=1,884,464
Adjustments for:

Depreciation (Notes 6 and 12) 191,765 134,819
Retirement expense, net of contribution (Notes 11, 12 and 13) 404,785 (284,368)
Interest income (Notes 3 and 5) (187,315) (168,512)
Loss on full redemption of investments in mutual fund

(Notes 5 and 12) 20,700 ‒
Change in fair value of investments in mutual fund (Note 5) (95,685) (98,100)

Changes in working capital:
Increase in receivables (892,028) (32,371)
Increase (decrease) in:

Deferred support income (1,391,198) 1,080,065
Accounts payable and accrued expenses 547,187 168,499

Net cash generated from operations 552,432 2,684,496
Interest received 187,315 168,512
Net cash provided by operating activities 739,747 2,853,008

CASH FLOW FROM INVESTING ACTIVITIES
Proceeds from matured investments (Note 5) 11,209,500 4,000,000
Acquisitions of:

Investments in mutual fund (Note 5) (14,500,000) ‒
Investments in bonds (Note 5) ‒ (6,500,000)
Property and equipment (Note 6) (167,158) (452,322)

Net cash used in investing activities (3,457,658) (2,952,322)

NET DECREASE IN CASH (2,717,911) (99,314)

CASH AT BEGINNING OF YEAR 7,260,266 7,359,580

CASH AT END OF YEAR (Note 3) P=4,542,355 P=7,260,266

See accompanying Notes to Financial Statements.
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PHILIPPINE COUNCIL FOR NGO CERTIFICATION, INC.
(A Nonstock, Non-profit Corporation)
NOTES TO FINANCIAL STATEMENTS

1. Council Information

Philippine Council for NGO Certification, Inc. (PCNC or the Council) was registered with the
Securities and Exchange Commission (SEC) on January 29, 1997 as a private, voluntary, nonstock,
non-profit corporation. The Council was duly designated by the Department of Finance through the
Bureau of Internal Revenue (BIR) as “accrediting entity” to establish and operate a certification
system that aims to determine the qualifications of nonstock, non-profit corporations, foundations,
and non-government organizations (NGOs) to become donee institutions.

The Bureau of Internal Revenue (BIR) issued the Certificate of Tax Exemption of the Council on
July 15, 2020.  The certificate indicates that as a nonstock, non-profit corporation, the Council falls
under Section 30 (E) of the Republic Act (RA) No. 8424 entitled, “An Act Amending the National
Internal Revenue Code, as Amended, and for Other Purposes.”  The receipts from activities
conducted in pursuit of the objectives for which the Council was established are exempt from income
tax.  However, any income arising from its real or personal properties, or from activities conducted
for profit, regardless of the disposition made of such income, shall be subject to tax imposed under
the Tax Code.  The Council’s registration as a qualified donee-institution is valid until
December 17, 2024.

On April 11, 2008, Executive Order (EO) 720 was issued and became effective June 29, 2008.
EO 720 modified EO 671 with the objective of strengthening the accreditation system for nonstock,
non-profit corporations.  The following are the significant provisions of EO 720:

● PCNC shall be the government’s partner in a system of accreditation to determine qualification of
organizations as donee institutions.

● The PCNC Board of Trustees (BOT) shall include the representative of choice by the Department
of Social Welfare and Development (DSWD).

● Organizations whose mandate clearly fall under government agencies (as indicated in their
purpose) that already have registration procedures in place (e.g., DSWD, Department of Science
and Technology, National Commission for Culture and the Arts, Commission on Higher
Education) are required to submit proof of their registration/accreditation/permit with the
concerned government agency before PCNC processes their application.

The Council’s registered office and principal place of business is at 6/F SCC Bldg., CFA-MA
Compound, 4427 Interior Old Sta. Mesa Road, Sta. Mesa, Manila.

The accompanying financial statements of the Council were approved and authorized for issue by the
Board of Trustees on March 29, 2023.

2. Summary of Significant Accounting Policies

Basis of Preparation
The financial statements of the Council have been prepared under the historical cost basis, except for
investments in mutual funds, which are measured at fair value.  The financial statements are
presented in Philippine Peso (P=), which is also the Council’s functional currency.  All amounts are
rounded-off to the nearest peso unless, otherwise indicated.
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Statement of Compliance
The accompanying financial statements of the Council have been prepared in accordance with
Philippine Financial Reporting Standard for Small Entities (PFRS for SEs), as approved by the
Philippine Financial Reporting Standards Council, Board of Accountancy and SEC.

Significant Accounting Policies
The significant accounting policies that have been used in the preparation of these financial
statements are summarized below.

Current versus Noncurrent Classification
The Council presents assets and liabilities in the statements of financial position based on current and
noncurrent classification.  An asset is current when it is:

● Expected to be realized or intended to be sold or consumed in normal operating cycle;
● Held primarily for the purpose of trading;
● Expected to be realized within twelve months after the reporting period; or
● Cash or cash equivalents unless restricted from being exchanged or used to settle a liability for at

least twelve months after the reporting period.

All other assets are classified as noncurrent.

A liability is current when:

● It is expected to be settled in normal operating cycle;
● It is held primarily for the purpose of trading;
● It is due to be settled within twelve months after the reporting period; or
● There is unconditional right to defer the settlement of the liability for at least twelve months after

the reporting period.

The Council classifies all other liabilities as noncurrent.

Financial Instruments
A financial instrument is any contract that gives rise to both a financial asset of one entity and a
financial liability or equity instrument of another entity.  A financial instrument is recognized when
the entity becomes a party to its contractual provisions.  The Council classifies its financial
instruments into the following categories: (a) basic financial instruments; (b) complex financial
instruments.

The Council’s basic financial instruments consist of cash, receivables (except advances to officers
and employees and other receivables), investment in bonds, and accounts and other payables (except
payable to government agencies).  The Council’s complex financial instrument includes investment in
mutual fund.

Basic Financial Instrument
Initial Measurement
On initial recognition, a debt financial instrument is measured at transaction price (including
transaction cost), unless the arrangement is in effect a financing transaction.  In this case, it is
measured at present value of future payment discounted using a market rate of interest for similar
debt instrument.
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Subsequent Measurement
Debt instruments are subsequently measured at amortized cost using the effective interest rate (EIR).

Impairment of Financial Instruments at Amortized Cost
At each reporting date, the Council assesses whether there is objective evidence of impairment on any
financial assets that are measured at amortized cost.  Where there is any objective evidence of
impairment, an impairment loss is recognized immediately in profit or loss.

The impairment loss is the difference between the asset’s carrying amount and the present value of
estimated cash flows discounted at the asset’s original effective interest rate.

Derecognition of Financial Assets
An entity only derecognizes a financial asset when the contractual rights to the cash flows from the
assets have expired or are settled, or the entity has transferred to another party substantially all the
risks and rewards of ownership relating to the asset.

Derecognition of Financial Liabilities
Financial liabilities are derecognized only when these are extinguished – that is, when the obligation
is discharged, cancelled or has expired.

Cash
Cash includes cash on hand and in banks.  Cash in banks earns interest at the respective bank deposit
rates.  Interest earned is recorded under interest income.

Receivables
Receivables, which are based on normal credit terms and do not bear interest, are recognized initially
at the transaction price.  These are subsequently measured at amortized costs using the EIR method.
A provision for impairment of receivables are established when there is objective evidence that the
amounts due according to the original terms are not recoverable.

Investment in Bonds
Investment in bonds are financial assets with fixed or determinable payments and fixed maturity that
the Council has the positive intention and ability to hold to maturity.

Investment in Mutual Fund
Investment in mutual fund is recognized initially at its fair value, which is normally the transaction
price. This is held indefinitely and may be sold in response to liquidity requirements or changes in
market conditions.  This is subsequently measured at fair value and recognize changes in fair value in
profit or loss.

Investment in mutual fund is classified as noncurrent assets, unless the intention is to dispose of such
assets within twelve (12) months from reporting date.

Property and Equipment
Property and equipment are stated at cost less accumulated depreciation and any impairment in value.
The initial cost of property and equipment comprises its purchase price and any directly attributable
costs of bringing the property and equipment to its working condition and location for its intended
use.

Expenditures incurred after the property and equipment have been put into operation, such as repairs
and maintenance, are normally charged against income in the period the costs are incurred.  In
situations where it can be clearly demonstrated that the expenditures have resulted in an increase in
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the future economic benefits expected to be obtained from the use of the property and equipment
beyond its originally assessed standard of performance and the cost of the items can be measured
reliably, the expenditures are capitalized as an additional cost.

Depreciation is computed on a straight-line basis over the estimated useful lives (EUL) of the assets
as follows:

Years
Furniture and fixtures 3 - 5
Computers 2 - 5

The EUL and depreciation method are reviewed, and adjusted prospectively if appropriate, if there is
an indication of a significant change since the last reporting date.

Fully depreciated assets are still carried in the accounts until they are no longer in use and no further
depreciation is charged against current operations.

When property and equipment are retired or otherwise disposed of, the cost of the related
accumulated depreciation and accumulated provision for impairment losses, if any, are removed from
the accounts and any resulting gain or loss is credited to or charged against current operations.

Impairment of Nonfinancial Assets
Assets such as such the Council’s property and equipment are assessed at each reporting date whether
there is an indication that the assets are impaired.  If any such indication exists, or when annual
impairment testing for an asset is required, the Council estimates the asset’s recoverable amount.  An
asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value in use
and is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets.  Where the carrying amount of an
asset exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

If an impairment indicator no longer exists or the recoverable amount has increased subsequently, the
Council will determine the amount of impairment loss that can be reversed to the extent that the
reversal should not result in a carrying amount of the asset that is higher had no impairment loss was
recognized in the prior years.

Accounts and Other Payables
Accounts and other payable are recognized only when the following conditions are met: (a) there
exists a present obligation (legal or constructive) as a result of past event; (b) it is probable that an
outflow of economic resources embodying economic benefits will be required to settle the obligation;
and (c) a reliable estimate can be made of the amount of the obligation.

Revenue Recognition
Revenue is measured as the fair value of the consideration received or receivable. The Council
recognizes revenue to the extent that it is probable that the future economic benefits will flow to the
Council and the revenue can be reliably measured.  The following specific recognition criteria must
also be met before revenue is recognized:

Dues
Dues include annual dues and application dues. These are recognized when the related services have
been rendered and right to receive payment is established.  Annual and application dues collected
during the year from donee institutions that are yet to be evaluated and/or accredited are presented
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under “Deferred support income” account in the liabilities section of the statement of financial
position.

Grants and donations
Revenue from unrestricted grants and donations are recognized upon receipt of the grants and
donations.  Revenue from restricted grants and donations are recognized upon fulfillment of the
donor-imposed conditions attached to the grants and donations and/or to the extent that expenses are
incurred.  Restricted support for which restrictions and conditions have not yet been met, are
classified as “Deferred support income”.  At project completion date, any excess funds in deferred
support are to be returned to the donors unless otherwise agreed by both parties to be retained by the
Council and therefore credited to unrestricted support.

Interest income
Interest income are recognized as they accrue, taking into account the effective yield on the asset.

Expense Recognition
Expense is recognized when a decrease in future economic benefits related to a decrease in asset or an
increase in liability has arisen that can be measured reliably. Expenses and other charges are
recognized when incurred and measured at the amount paid or payable.

Retirement Costs
The Council’s retirement plan is a non-contributory and of the defined benefit type, administered by a
trustee, covering their regular and permanent employees, which provides retirement benefit equal to
one (1) month salary for every year of credited service but not less than the Philippine Retirement Pay
Law (Republic Act No. 7641). Accrual approach is applied by calculating the expected liability as at
reporting date using the current salary of the entitled employees and the employees’ years of service,
without consideration of future changes in salary rates and service periods.

Retirement liabilities or assets is the net of the following amounts;

● The accrued amount of the retirement benefits at the reporting date; less
● The fair value of plan assets at the reporting date out of which the obligations are to be settled

directly.

Fund Accounting
The accounts of the Council are maintained in accordance with the principle of fund accounting to
ensure observance of limitations and restrictions placed on the use of resources available to the
Council. This is the procedure by which resources for various purposes are classified for accounting
and financial reporting purposes into funds that are in accordance with specified activities and
objectives. Separate accounts are maintained for each fund. However, in the Council’s financial
statements, funds that have similar characteristics have been combined into fund groups.
Accordingly, all financial transactions have been recorded and reported by fund group, if applicable.

Leases
Lease is an agreement whereby the lessor conveys to the lessee in return for a payment or series of
payments the right to use an asset for an agreed period of time.  Some arrangements do not take the
legal form of a lease but convey rights to use assets in return for payments.  Such arrangements are in
substance leases of assets, and they should be accounted for as a lease.

A lessee shall recognize all lease payments as expense in profit or loss in the period in which they are
incurred.
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Provisions
Provisions are recognized only when the Council has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Council expects a provision to be reimbursed, the reimbursement is recognized as a
separate asset but only when the reimbursement is virtually certain.  Provisions are reviewed at each
financial reporting date and adjusted to reflect the current best estimate.

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

Events after the Reporting Period
Events after the reporting period that provide additional information about the Council’s position at
the reporting date (adjusting events) are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed in the notes to the financial statements
when material.

3. Cash

2022 2021
Cash on hand P=21,437 P=25,000
Cash in banks 4,520,918 7,235,266

P=4,542,355 P=7,260,266

Cash in banks earn interest at the prevailing bank deposit rate.  Interest income earned from cash in
banks amounted to P=4,800 and P=16,759 in 2022 and 2021, respectively.

4. Receivables

2022 2021
Advances to other companies P=1,019,601 P=‒
Dues receivables 62,000 207,200
Advances to officers and employees 10,277 ‒
Other receivables 229,760 222,410

P=1,321,638 P=429,610

Advances to other companies pertains to INSPIRE Project expenses advanced by PCNC to be
reimbursed by Gerry Roxas Foundation.

Dues receivables pertains to unpaid annual and application dues from members or applicants that are
expected to be collected within one year.

Advances to officers and employees pertain to the cash advances for the estimated expenses that will
be incurred by all Council employees during training, workshop and seminar for the evaluation visit
and business permit renewal, that are settled through expense liquidation.
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Other receivables pertain to non-interest-bearing salary and emergency loans to employees.  An
emergency loan can also be availed by employees for medical treatment of that employee or any of its
immediate family members and in cases of calamity.  These loans are collected through payroll
deductions and normally have terms of one year.  In case of employee resignation, outstanding
balance of loans are settled against the employee retirement benefit.

5. Investments

2022 2021
Investments in mutual fund P=14,595,685 P=11,230,200
Investments in bonds 6,500,000 6,500,000

P=21,095,685 P=17,730,200

Investments in mutual fund pertains to the Investments in Ayala Land Mutual Fund (ALMF) acquired
in 2008 with original acquisition cost amounting to P=5.15 million. The fair value of investments in
mutual fund was determined based on quoted market prices in active markets at reporting dates. On
April 8, 2022, the Investments in ALFM was redeemed for a total consideration of P=11.21 million.
Loss arising from the redemption amounted to P=20,700 (see Note 12).

In 2022, the Council acquired investments in BDO Trust and Investments Group (BDO-TIG)
amounting to P=14.50 million invested in different portfolio mix by BDO-TIG.

The rollforward analysis of investments in mutual funds carried at fair value follows:

2022 2021
Balance at beginning of year P=11,230,200 P=11,132,100
Additions 14,500,000 ‒
Market valuation gain 95,685 98,100
Disposal (11,230,200) ‒
Balance at end of year P=14,595,685 P=11,230,200

Investments in bonds pertain to the investments acquired by the Council on March 9, 2021 from
China Banking Corporation with a term of five (5) years. Interest rate earned in this investment
ranges from 3.48% to 4.08% per annum.

In 2021, investment in bonds from China Banking Corporation with a term of 1.5 years amounting to
P=4.00 million matured on January 15, 2021. This has a fixed interest rate of 5.70% per annum.

Total interest income earned from these investments amounted to P=0.18 million and P=0.15 million in
2022 and 2021, respectively.
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6. Property and Equipment

The rollforward analysis of this account follows:

2022
Furniture and

Fixtures Computers Total
Cost
Balance at beginning of year P=656,253 P=1,898,957 P=2,555,210
Additions 85,473 81,685 167,158
Balance at end of year 741,726 1,980,642 2,722,368
Accumulated depreciation
Balance at beginning of year 298,427 1,535,781 1,834,208
Depreciation (Note 12) 87,424 104,341 191,765
Balance at end of year 385,851 1,640,122 2,025,973
Net book value P=355,875 P=340,520 P=696,395

2021
Furniture and

Fixtures Computers Total
Cost
Balance at beginning of year P=280,930 P=1,821,958 P=2,102,888
Additions 375,323 76,999 452,322
Balance at end of year 656,253 1,898,957 2,555,210
Accumulated depreciation
Balance at beginning of year 257,370 1,442,019 1,699,389
Depreciation (Note 12) 41,057 93,762 134,819
Balance at end of year 298,427 1,535,781 1,834,208
Net book value P=357,826 P=363,176 P=721,002

No property and equipment were pledged as security to the Council’s obligation in 2022 and 2021.

7. Accounts and Other Payables

2022 2021
Accounts payable P=657,785 P=115,508
Accrued expenses 270,482 247,127
Payable to government agencies 97,079 115,524

P=1,025,346 P=478,159

Accounts payable pertains mainly to unpaid purchases and billings for contracted services.  These are
noninterest-bearing and are normally settled within 30 to 60 days.

Accrued expense pertains mainly to the accruals of professional fees and utilities.  These are
noninterest-bearing and are normally settled within one year.

Payable to government agencies includes contribution dues to Social Security Services (SSS),
PhilHealth, Pag-ibig and withholding taxes which are to be paid within 30 days from the end of
financial reporting date.
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8. Deferred Support Income

2022 2021
Restricted donations P=768,167 P=2,142,765
Deferred revenue 486,200 502,800

P=1,254,367 P=2,645,565

Restricted Donations
In 2020, the Council received restricted donations/grants amounting to P=2.13 million which are
intended to fund the technological update capability of the Council to digitize its processes and enable
evaluation team to conduct online evaluations of applicant organizations. Remaining unutilized
portion of the donation is nil and P=0.29 million as of December 31, 2022 and 2021, respectively.

In 2021, the Council received restricted donations/grants amounting to P=2.01 million which is
intended to fund the Council’s development of the Accreditation Management System (AMS) to
automate the accreditation processes and enable the evaluation team to conduct online evaluations of
applicant organizations. Remaining unutilized portion of the donation is P=0.77 million and
P=1.85 million as of December 31, 2022 and 2021, respectively.

In 2022, the Council received restricted donations/grants amounting P=2.41 million from member
organizations during assembly that are restricted for General Assembly expenses and endowment
funds, and P=0.50 million from Philam Foundation which is restricted for Evaluator’s training. All
donations/grants in 2022 are all utilized during the year.

Utilized portion of these restricted grants amounted P=4.28 million and P=0.98 million as of
December 31, 2022 and 2021, respectively, are recognized as part of “Grants and donations” in the
statements of income (see Note 10).

Deferred Revenue
Deferred revenue includes advance payments of annual dues received from NGOs, application dues
received from donee institutions that are yet to be evaluated and/or accredited as of year-end and
unidentified deposits.

9. Dues

2022 2021
Application dues P=3,541,000 P=4,328,000
Annual dues 2,880,400 3,074,800

P=6,421,400 P=7,402,800

Application dues pertain to fees earned by the Council for the application of NGOs for accreditation
and registration as donee institution.

Annual dues pertain to yearly fees from member-organizations that have been accredited by the
Council.
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10. Grants and Donations

2022 2021
Restricted donations (Note 8) P=4,284,599 P=977,934
Grants - INSPIRE Project (Note 11) 1,528,646 174,000
Unrestricted donations 512,200 ‒

P=6,325,445 P=1,151,934

Grants - INSPIRE Project
On October 11, 2021, the Council, as a member of the consortium that will implement the USAID-
funded project Inclusive Growth and Regenerative Ecosystems (INSPIRE Project), entered into a
subaward agreement with Gerry Roxas Foundation Inc. (GRF). GRF is the prime recipient of the
grant from USAID. The total value of the agreement amounted to P=8.81 million which was composed
of the sub-award value of P=8.39 million from GRF to the Council and the Council’s cost share
amounting to P=0.42 million. The purpose of the grant is to provide support exclusively for
expenditures incurred for the implementation of the program on Natural Resources Security and
Governance (NRSG 2) Objective 1: Enhanced Capacity of CSOs and Local Communities to Demand
for and Participate in Good Natural Resource Governance under the USAID Project INSPIRE for the
period October 11, 2021 to June 30, 2026.

Within the general project scope, the Council will lead the conduct of the Non-US NGO Pre-Award
Survey (NUPAS) for selected CSO grantees, submit recommendations to the INSPIRE Project Team
on possible conditions of awards or if a proponent is eligible or not, recommend possible best grant
instruments based on the NUPAS findings, lead the crafting of Corrective Action Plans and Capacity-
building plans leading to possible PCNC certification, conduct direct capacity-building interventions
relative to internal organizational capacity building needs and provide tailored fit assistance to
individual partner CSOs to develop sustainability plans.  The Council program team will partake in
the project mobilization, strategic planning and yearly implementation planning.

Total grants for INSPIRE Project received related to program expenses amounted to P=1.53 million
and  P=0.17 million for the years ended December 31, 2022 and 2021, respectively (see Note 11).

Unrestricted Donations
Unrestricted donation pertains to donations received by the Council from member organizations
during general assembly and other donors.

11. Program Disbursements

2022 2021
Evaluation costs P=6,304,328 P=4,690,114
INSPIRE Project (Note 10) 1,528,646 174,000
General assembly 881,275 65,180
Program development (Note 8) 514,080 162,820

P=9,228,329 P=5,092,114

Evaluation costs pertain to expenses incurred in the processing of applications and in the conduct of
evaluation of NGO-applicants for PCNC accreditation and BIR registration as donee institutions.

General assembly costs pertain to expenses incurred directly attributable to the conduct of the
Council’s annual general assembly.
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Program development expenses pertain to system development and maintenance costs incurred.

12. General and Administrative Expenses

2022 2021
Salaries, wages, and other short-term employee

benefits P=1,089,330 P=1,028,258
Professional fees 207,550 318,940
Depreciation (Note 6) 191,765 134,819
Retirement benefit costs (Note 13) 104,304 54,397
Rent expense (Note 14) 94,143 94,143
Repairs and maintenance 60,400 23,350
Light and water 58,763 45,040
Transportation 32,835 32,884
Loss on full redemption of investment (Note 5) 20,700 ‒
Taxes and licenses 14,294 13,641
Miscellaneous expense 90,911 99,296

P=1,964,995 P=1,844,768

13. Retirement Benefit Obligations

The Council has a funded, non-contributory, defined benefit retirement plan covering all of its regular
employees.

The Council measures its retirement benefit obligation using the accrual approach based on its
retirement benefit plan which provides retirement benefit equal to one (1) month salary for every year
of credited service but not less than the Philippine Retirement Pay Law (Republic Act No. 7641).

Components of retirement benefit costs recognized in the statements of income are as follows:

2022 2021
Program disbursements - evaluation costs (Note 11) P=300,481 P=133,235
General administrative expenses (Note 12) 104,304 54,397

P=404,785 P=187,632

The net retirement liability recognized in the statements of financial position as of December 31 are
as follows:

2022 2021
Fair value of plan assets P=2,064,353 P=2,107,338
Accrued retirement benefit obligation (3,130,000) (2,768,200)
Net retirement liability (P=1,065,647) (P=660,862)

The Council’s plan assets represent investment in common trust fund with BDO Unibank, Inc.

The Council paid a total contribution and retirement benefit amounting to nil and P=0.47 million, as
of December 31, 2022 and 2021, respectively.
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Compensation of Key Management Personnel
The compensation of key management personnel of the Council by benefit type follows:

2022 2021
Short-term employee benefits P=1,171,700 P=1,110,783
Post-employment benefits 91,400 83,000

P=1,263,100 P=1,193,783

The Council has outstanding receivables from its key management personnel amounting to
P=0.03 million and P=0.43 million as of December 31, 2022 and 2021, respectively.  There are no
additional loans in 2022 and 2021. These are collected through payroll deductions and in case of
employee resignation, outstanding balance of loans are settled against the employee retirement
benefit (Note 4).

14. Lease Agreement

The Council entered into a one-year lease agreement with Communication Foundation for Asia-
Media Apostolate (CFA-MA), renewable at the option of both parties pertaining to the office space
the Council occupies since July 1, 2007.  Deposits and advance rent related to the leased property are
presented under “Rental deposits” account in the statements of financial position amounting to
P=0.04 million as of December 31, 2022 and 2021.

Rent expense in 2022 and 2021 amounted to P=0.31 million of which P=0.22 million have been reported
in “evaluation costs” account in program disbursements and P=0.09 million in general and
administrative expenses in the statements of income (see Notes 11 and 12).

15. Restricted Funds

On December 1, 2021, the Council established an endowment fund which shall be administered as a
trust with the PCNC Board of Trustees as trustee with the objective to preserve and grow the
Council’s capital fund. Investment to be made is in accordance with the Council’s Investment Policy
Statement and earnings may be used for specific purposes as recommended by the Finance
Investment Committee and approved by the Board. As of December 31, 2022, total restricted funds
amounted to P=21.00 million with BDO Unibank, Inc. - Trust and Investment Group (BDO-TIG) and
China Banking Corporation (Chinabank) as the appointed fund manager which was approved by the
Board of Trustees on January 26, 2022.

16. Supplementary Information Required under Revenue Regulations 34-2020

The Council does not meet the criteria of Section 2 of Revenue Regulation 34-2020 to file and submit
the new related party form (RPT Form) together with the annual income tax returns.  Thus, the
Council is not covered by the requirements and procedures for related party transactions provided
under the RR 34-2020.  The criteria are as follows:

a. Large taxpayer;
b. Taxpayers enjoying tax incentives, i.e., Board of Investments (BOI)-registered and economic

zone enterprises, those enjoying Income Tax Holiday (ITH) or subject to preferential income tax
rate;

31



Philippine Council for NGO Certification (PCNC)

- 13 -

*SGVFS181904*

c. Taxpayer reporting net operating losses for the current taxable year and the immediately
preceding two (2) consecutive taxable years;

d. A related party, as defined under Section 3 of RR 19-2020, which has transactions with (a), (b) or
(c).  For this purpose, key management personnel (KMP), as defined under Section 3(7) of RR
19-2020, shall no longer be required to file and submit the RPT Form, nor shall there be any
requirement to report any transactions between KMP and the reporting entity/parent company of
the latter in the RPT Form.

17. Supplementary Information Required under Revenue Regulations 15-2010

In compliance with the requirements set forth by Revenue Regulations (RR) 15-2010, the following is
the information on the Council’s taxes accrued and/or paid in 2022:

VAT
The Council is a non-VAT registered entity and has no output and input tax declaration during the
period.

Taxes and Licenses
The Council reported and paid license and permit fees amounting P=14,294 in 2022 under the caption
taxes and licenses, under the general and administrative expenses section in the statements of income.

Withholding Taxes
Details of withholding taxes during the year follow:

Withholding taxes on compensation and benefits P=296,628
Expanded withholding taxes 152,460

P=449,088

The outstanding balances of withholding taxes are included as part of payable government agencies
under “Accounts and other payables” in the Council’s statement of financial position.

Tax Contingencies
The Council neither received any final tax assessments in 2022, nor has tax cases under preliminary
investigation, litigation and/or prosecution in courts or bodies outside the administration of the
Bureau of Internal Revenue.
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