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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors and Shareholders 
SEDPI Social Enterprise Ventures, Inc. 
Unit 303 Loyola Heights Condominium,  
23 Dela Rosa St., Loyola Heights 
Quezon City 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of SEDPI Social Enterprise 
Ventures, Inc. which comprise the statements of financial position as at December 31, 2012  
and the statements of comprehensive income, statements of changes in equity, and statements 
of cash flows for the year then ended, and a summary of significant accounting policies and 
other explanatory information. 
 
Management’s Responsibility for the Financial Statements 
  
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with Philippine Financial Reporting Standards for Small and Medium-
sized Entities (PFRS for SMEs), 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 financial statements are free from material 
misstatements. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of risks of material misstatements of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers 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 the 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 
basis for our opinion. 
 
Opinion  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the SEDPI Social Enterprise Ventures, Inc. as of December 31, 
2012  and its financial performances and its cash flows for the year then ended in accordance 
with Philippine Financial Reporting Standards for Small and Medium-sized Entities. 
 
Report on Supplementary Information Required Under Revenue Regulations 15-2010 
 
Our audit was conducted for the purpose of forming an opinion on the basic financial 
statements taken as a whole.  The supplementary information on taxes, duties, and license fees 
in Note 9 to the financial statements is presented for purposes of filing with the Bureau of 
Internal Revenue and is not required part of the basic financial statements.   Such information 
is the responsibility of management.  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. 
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SEDPI SOCIAL ENTERPRISE VENTURES, INC. 
STATEMENTS OF FINANCIAL POSITION 
(in Philippine Peso) 

   December 31  

   2012  

ASSETS 

Current Assets   

 Cash                      62,644  

 Advances and Other Receivables                     62,500  

 Other Current Assets                            10  

Total Current Assets                  125,153  
    

Non-Current Assets   

 Other Assets                       5,000  

Total Non-Current Assets                      5,000  

 TOTAL ASSETS                   130,153  

    

 LIABILITIES AND STOCKHOLDERS' EQUITY  

  Liabilities    

Current Liabilities   

 Accrued Expenses and Other Current Liabilities                  80,114  

Income Tax Payable, Note 5                         -    

Total Current Liabilities                    80,114  
    

Long Term Liabilities                            -    

 TOTAL LIABILITIES                     80,114  
    

 Stockholders' Equity    

 Capital Stock                  62,500  

 Retained Earnings                (12,460) 
 TOTAL STOCKHOLDERS' EQUITY                     50,040  

 TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY                   130,153  

    
 See accompanying notes to financial statements  
    

 



 

 

 
SEDPI SOCIAL ENTERPRISE VENTURES, INC. 
STATEMENTS OF COMPREHENSIVE INCOME 
(in Philippine Peso)   

  
 Year ended December 
31  

   2012  
    

 REVENUE    
 Training Fee                        -    

    
COST OF SERVICES                          -    

                          
 GROSS PROFIT                        -    

    
OPERATING EXPENSES, Note 4                    8,999  
 INCOME  FROM OPERATIONS                (8,999) 

 OTHER INCOME / (EXPENSES)    
 Interest and other income                     144  
 Penalties and Charges                (3,605) 
 Interest Expense    

 INCOME  BEFORE TAX              (12,460) 
PROVISION FOR INCOME TAX                       -    

 NET INCOME (LOSS)              (12,460) 

    
 See accompanying notes to financial statements  
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SEDPI SOCIAL ENTERPRISE VENTURES, INC. 
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY 
(in Philippine Peso)       
        

        

   Capital Stock   Retained Earnings   TOTAL EQUITY  
Balances at December 31, 2011                      -                                 -                      -    
Net Income for the year 

 
(12,460) (12,460) 

Capital   62,500 
 

62,500 
  

   
 Balances at December 31, 2012  62,500 (12,460) 50,040 
 See accompanying notes to financial statements  
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Social Enterprise Development Partnership, Inc. 
STATEMENTS OF CASH FLOWS 
(in Philippine Peso)   
        Year Ended December 31 
        2012 
          
CASH FLOWS FROM OPERATING ACTIVITIES 
Income Before Tax                                  (12,460) 
Adjustments for:   
  (Increase)/Decrease in    
  Advances and receivables                                  (62,500) 
  Other current assets                                         (10) 
  Accounts payable                                   80,114  
Net cash used in operating activities                                     5,144  
CASH FLOWS FROM INVESTING ACTIVITIES 
  (Increase)/Decrease in Other Assets                                    (5,000) 
Net cash used in investing activities                                    (5,000) 
CASH FLOWS FROM FINANCING ACTIVITIES 
  Increase (Decrease) in  Stockholders' Equity                                   62,500  
Net cash used in financing activities                                   62,500  
INCREASE  (DECREASE) IN CASH                                    62,644  
CASH  AT BEGINNING OF THE YEAR                                           -    
          
          
CASH AT END OF THE YEAR                                   62,644  
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SOCIAL ENTERPRISE DEVELOPMENT PARTNERSHIPS, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
December 31, 2012 

 
 

1.   The Company. 
 
The SEDPI Social Enterprise Ventures, Inc.  is a domestic stock corporation duly organized and 
existing under and by virtue of the laws of the Republic of the Philippines. It was registered with the 
Securities and Exchange Commission on April 2, 2012 under SEC Registration No. CS201206594, 
and its principal office address is at Unit 303 Loyola Heights Condominium, 23 Dela Rosa St., 
Loyola Heights, Quezon City 
 
Its primary purpose is to provide capacity building services such as trainings, research, technical 
assistance and financial support to start up and growing social enterprises. 
 
The Company started commercial operations in June 2012. 
 
 
 
2. Significant Accounting Policies. 
 
 The principal accounting policies applied in the preparation of these financial statements are set 

out below.  These policies have been consistently applied to all the years presented, unless 
otherwise stated. 

 
 2.1 Basis of Preparation 

      The accompanying financial statements have been prepared based on historical costs, and 
presented in Philippine peso, which is the Organization’s functional currency. All amounts 
are rounded to the nearest Philippine peso, except when otherwise indicated. 

 
 
   2.2  Statement of Compliance 

      The accompanying financial statements have been prepared in accordance with    Philippine 
Financial Reporting Standards (PFRS) for Small and Medium sized Entities (SMEs). 

 
 

 The significant sections and practices of the Organization are set forth to facilitate the 
understanding the financial statements. 

 
 Cash and Cash Equivalents  
 Cash includes cash on hand and with banks.  Cash equivalents are short-term, highly liquid 

investments that are readily convertible to known amounts of cash with original maturities of up 
to three months or less from dates of acquisitions and that are subject to an insignificant risk of 
change in value. 

 
  



 

4 

Receivables  
 Receivables are stated at face value less allowance for doubtful accounts.  An estimate for 

doubtful accounts is made when collection of the full amount is no longer probable. 
 
 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 consists of its purchase price and any directly 

attributable costs of bringing the assets 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 costs, are normally charged to 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 the future economic benefits expected to be obtained from the use of an item of 
property and equipment beyond its originally assessed standard of performance, the expenditures 
are capitalized as an additional cost of property and equipment. 

 
 When property and equipment are sold or retired, their cost, accumulated depreciation and any 

impairment in value are eliminated from the accounts and any gain or loss resulting from their 
disposal is included in the statement of income and expenses. 

 
 Depreciation is computed using the straight-line method over the estimated useful lives of the 

assets.  
 
 Revenue and Expense Recogni t ion 
 Revenue is recognized when it is probable that the economic benefits associated with the 

transaction will flow to the company and the amount of the revenue can be measured reliably. 
 
 Project and administrative expenses are recognized in the statement of income upon utilization 

of the service or in the dates they are incurred.   
 
 Employee Benef i t s  
 Short - t erm Benef i t s  
 The organization recognizes a liability net of amounts already paid and an expense for services 

rendered by employees during the accounting period.  Short-term benefits given by the 
Organization to its employees include salaries and wages, social security contributions, short-term 
compensated absences, bonuses, and other non-monetary benefits. 

 
 Provis ions 
 Provisions are recognized when  the  Organization  has  a present obligation (legal or 

constructive) as a result of 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.  Provisions are reviewed at each balance sheet date and adjusted 
to reflect the current best estimate.  When the effect of the time value of money is material, the 
amount of a provision is the present value of the expenditures expected to be required to settle 
the obligation.  Where the Organization expects a provision to be reimbursed, the 
reimbursement is recognized as a separate asset but only when the reimbursement is virtually 
certain. 

 
 Contingenc ies  
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 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. A contingent 
asset is not recognized in the financial statements but disclosed when an inflow of economic 
benefits is probable. 

 
 Events af t er  the End of  the Report ing Per iod 
 Post-year-end events up to the date of the auditor’s report that provide additional information 

about the Organization’s position at the balance sheet date (adjusting events) are reflected in the 
financial statements.  Post-year-end events that are not adjusting events are disclosed in the notes 
to financial statements when material. 

 

3.  Management’s Significant Accounting Judgments and Estimates. 

 
3.1   Judgments  
 
The preparation of the Company’s financial statements in conformity with PFRS for SMEs 
requires Management to make estimates and assumptions that affect the amounts reported in the 
Company’s financial statements and accompanying notes.  The estimates and assumptions used in 
the Company’s financial statements are based upon Management’s evaluation of relevant facts and 
circumstances as of the date of the Company’s financial statements.  Actual results could differ 
from such estimates.   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. 

 
3.2   Estimates 
 

In the application of the Company’s accounting policies, Management is required to make 
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are 
not readily apparent from other sources.  The estimates and associated assumptions are based on 
historical experience and other factors that are considered to be relevant.  Actual results may differ 
from these estimates. 

 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised if the revision 
affects only that period or in the period of the revision and future periods if the revision affects 
both current and future periods. 

 

• Estimated Useful Lives of Property  and Equipment 
The Company estimates the useful lives of Property and Equipment based on the period 
over which they are expected to be available for use.  The estimated useful lives of the 
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 Property and Equipment.  In addition, the 
estimation of the useful lives is based on the 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 the estimates brought 



 

6 

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 the property and equipment would increase the 
recorded expenses and decrease the noncurrent assets. 
 
 
Depreciation is computed on a straight-line method over the estimated useful lives of the 
assets as follows: 
 
      Estimated Useful Life in Years  
  Office equipment      1-5 
  Furniture and fixtures     3-10 
  Vehicle                    15 
    
The foregoing estimated useful lives and depreciation method are reviewed from time to time 
to ensure that these are consistent with the expected economic benefits of the PPE. 

• Impairment of Non-financial Assets 
The Company assesses the value of property and equipment which require the determination 
of future cash flows expected to be generated from the continued use and ultimate 
disposition of such assets, and require the Company to make estimates and assumptions that 
can materially affect the financial statements.  Future events could cause the Company to 
conclude that property and equipment and other long-lived assets are impaired.  Any 
resulting impairment loss could have a material adverse impact on the Company's financial 
condition and results of operations. 

The preparation of the estimated future cash flows involves significant judgment and 
estimations.  While the Company believes that its assumptions are appropriate and 
reasonable, significant changes in these assumptions may materially affect the Company's 
assessment of recoverable values and may lead to future additional impairment charges. 

• Allowance for Doubtful Accounts 
The company assesses whether objective evidence of impairment exists for receivables and 
due from related parties that are individually significant and collectively for receivables that 
are not individually significant.  Allowance for doubtful accounts is maintained at a level 
considered adequate to provide for potentially uncollectible receivables. 

• Revenue Recognition 
The Company’s revenue recognition policies require the use of estimates and assumptions 
that may affect the reported amounts of revenues and receivables.  Differences between the 
amounts initially recognized and actual settlements are taken up in the accounts upon 
reconciliation.  However, there is no assurance that such use of estimates may not result to 
material adjustments in future periods. 

 
 
 


